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GORPORATE INFORMATION
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Stock Code
00602

Registered Office
Cricket Square

Hutchins Drive

P. O. Box 2681

Grand Cayman KY1-1111
The Cayman Islands

Head Office and Principal Place of
Business in Hong Kong

Suite 715, 7th Floor

Ocean Centre, Harbour City

5 Canton Road

Tsimshatsui

Kowloon

Hong Kong

Head Office and Principal Place of
Business in the PRC

4/F

Jiahua Ming Yuan

No. 2146 Xinhu Road
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Shenzhen

the PRC

Company Website

ww.szbjh.com

Auditor

BDO Limited

Certified Public Accountants
25th Floor

Wing On Centre

111 Connaught Road Central
Hong Kong
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Corporate Information (Continued)
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The Cayman Islands

As to PRC law

Guang Dong Wansheng Law Firm
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Futian District

Shenzhen

The PRC

Principal Share Registrar
and Transfer Office
Butterfield Fulcrum Group (Cayman) Limited
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P.0O. Box 609
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The Cayman Islands

Branch Share Registrar and Transfer Office in
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Tricor Investor Services Limited
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INTRODUCTION

The world economy was still under slow recovery process in 2013.
Many uncertainties existed which hindered the economic growth.
Various important issues, including the economic performance of
the Euro crisis countries, the future movement of the Sino-Japanese
trade relationship, the spread of the trade protectionism, the
global overcapacity, and the exchange rate trend of Renminbi to
major currencies etc, need more concern. Overall, the international
economic environment was still tough in 2013, but favourable
factors were more than in 2012. The slow economic growth in US
is expected to subsist, the stable conditions in the Euro economic
zone and the well development of the emerging countries will lead
the global economic recovery.

In general, the world economy was continuously recovering while
China economy was growing stably in 2013. These provide impetus
to the retailing industry. Nevertheless, the changing domestic
macro economy environment, including lack of commodity demand,
drop in entity efficiency, limitation of resource and environmental
protection bond etc, will constrain the economic growth. Facing
with this situation, the Group will timely adjust its operation strategy,
control its administrative costs, upgrade its store image, import
famous branding, and enhance service quality.
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Chairman’s Statement (Continued)
BEER{E(E)

BUSINESS REVIEW

During the year, the domestic retailing industry was facing fierce
competition. With the increase in direct operating costs and the
upsurge of the internet shopping, the retail chain giants have
generally adopted a more conservative operation strategy. Apart
from taking cautious attitude in opening new store, closing of
loss making stores was an important issue this year. Despite
the undesirable operating environment, the Group has attained
a satisfactory result. For the year ended 31 December 2013,
the Group has revenue of approximately RMB846.2 million,
representing a year-on-year increase of approximately 1.3%; gross
profit of approximately RMB121.9 million, representing a year-on-
year increase of approximately 1.7%; and consolidated net profit
of approximately RMB45.4 million, representing a year-on-year
decrease of approximately 37.2%. The main reason for the increase
in revenue was launching more sales promotion and enlarging the
product mix in our direct sales floor. In addition, we have introduced
more brand name concessionaires to our stores. These resulted in
sharp increase in sales turnover. Although we have suspended the
Shataojiao store in the mid of the year which has partly affected the
overall turnover and net profit, the overall performance was stable
with growth.

On the investment side, the Group had completed an acquisition of
commercial property transaction last year — the commercial floors
of Jiahua Ming Yuan. We have started to produce leasing income
this year, which made the return on assets more steady. On the
other side, we have put through a financial arrangement to derive
net income from interest rate difference and the expected exchange
gain. In future, the Group will look for other possible investment
opportunity, make use of IPO proceeds to increase the return to
shareholders.

The Group has completed the upgrade of office automation
system during the year. With the system advancement, the office
working ability and efficiency have both increased. Besides, we
have renovated the floor area of some of our stores, and installed
green energy saving facilities to save costs. With the challenge of
internet shopping, we have expanded the sales promotion activity,
to import high class brand name, to adjust store layout style, and to
provide more convenient equipment etc, These help to bring back
customers to the sales floor, and contributed to the overall sales
and net profit growth.
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Chairman’s Statement (Continued)
BEERME(E)

MARKET OVERVIEW

This year marked the slow-down of development pace in China.
With the complicated conditions both internally and externally, the
country has adopted a series of control policy to lead the market,
making the economy progressively stable and the development
condition normal. But limit by the structural problems, the upward
economic dynamic is still uncertain. The internal economic condition
has returned to a stable period.

According to the information from the China Statistic Bureau, the
GDP of the PRC amounted to approximately RMB56,800 billion,
representing an increase of 7.7% over last year. Total retail sales
of consumer goods amounted to approximately RMB23,400
billion, representing an increase of 13.1% as compared with the
corresponding period last year. Among it, the consumable goods
retailing of above threshold limit entity amounted to approximately
RMB11,800 billion, representing an increase of 11.6% over
last year. Consumable goods retailing in town amounted to
approximately RMB20,200 billion, representing an increase of
12.9% over last year. By spending pattern, commodity retailing
amounted to approximately RMB20,800 billion, up by 13.6%. The
annual per capita income in town amounted to RMB29,000, and
the annual per capita disposal income amounted to RMB26,000,
increased by 9.7%. Among the per capita income, income with
wage related nature increased by 9.2% as compared with last year.

China is undergoing economic enhancement decade currently. The
inward elastic demand of the PRC will continue to strengthen, and
the adjustment and change to economic structure will accelerate. It
is expected that the overall rate of increase of GDP will achieve 8%
in next year.

PROSPECTS

Looking back in the year 2013, the country’s economy has a
downward pressure in the first half and become stable in the
second half. In 2014, the world economy is expected to be better
than 2013 and escape from the shadow of the international financial
crisis. According to the prediction of international monetary fund
(IMF), the world economy will have a growth of 3.6% in 2014,
among them, the developed countries have a growth of 2% with
0.8% higher than 2013, while the emerging market have a growth of
5.1% with 0.6% higher than 2013. Under this estimation, the China
export will probably have a growing rate higher than 2013 which will
help the economy.
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Chairman’s Statement (Continued)
BEER{E(E)

With the vanish of the favourable factors brought forward from
population, control policy and internationalization, the PRC potential
growing rate was decreasing from high to medium speed. There
are still problems unresolved, like the production overcapacity,
inappropriate economic structure, increase of debt ratio and
high capital cost etc. However, there are more favourable factors
to come. With the rapid growth in stores in the past few years
adhering to the country development, the Group has slowed down
its expansion pace. Accordingly, the Group has closed down a
number of unprofitable stores and put resources back to store
build-up. This included brand name promotion and commodity
quality upgrade to make a trendy and stylish shopping environment
for luxury and high class products. This type of shopping arcade
can give confidence to customers which can never be provided by
the internet shopping operators. Therefore, overall upgrading the
shopping environment with quality brand name in our stores is the
next step.

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

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

Zhuang Lu Kun
Chairman

Shenzhen, the PRC
27 March 2014
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

TIRTRBERABME

Directors

Executive Directors

Mr. Zhuang Lu Kun (§EfE3#), aged 53, is the founder, executive
Director and the chairman of the Group. He is responsible for the
overall management, strategic planning and major decision making
of the Group. Mr. Zhuang is the father of Mr. Zhuang Xiao Xiong.
Mr. Zhuang has over 20 years of experience in the retail industry.
He had served as a deputy chairman of Shenzhen General Chamber
of Commerce (AYIT4EEE), a standing committee member of
Shenzhen Committee of Chinese People’s Political Consultative
Conference (#IIITHELI%), a member of the Shenzhen Committee
of the China National Democratic Construction Association (4
BIRE#EBEE), a member of the China General Chamber of
Commerce (PFEEEBAE), a deputy chairman of Shenzhen
Private Entrepreneur’s Chamber of Commerce (ZIITTRE D ER
P2), a deputy chairman of Shenzhen Franchise Association (&3l
MEEREITERE), and a honorary chairman of Shenzhen Baoan
General Chamber of Commerce (FYIEZ @B L). Mr. Zhuang
graduated from Guangdong Administrative and Management
College (BHR{THZPT) majoring in modern management in July
1999, and obtained the Master of Business Administration of senior
management from the Sun Yat-sen University (11X, He also
received the award of “Paragon of Work” of Guangdong province
(BERESHEEHIES) in May 2003 and the award of Outstanding
Staff Care Private Ownership Entrepreneur (BT ETEFRE
1% %) in September 2006. He was elected as the Top Ten Person
of the Year in Commerce of Guangdong and Top Ten Creditable
Entrepreneur in the Integrated Retail Industry in China in the year
2007 and 2009 respectively. Mr. Zhuang has served the Group for
over 19 years.

Mr. Zhuang Pei Zhong (#71i58), aged 52, is an executive Director
and the chief financial officer of the Group. He is responsible for
the financial accounting management of the Group. Mr. Zhuang
obtained an undergraduate diploma in financial accounting from
Guangdong Radio and Television University (&R EE TR A L)
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 20 years of experience in the retail industry.
Mr. Zhuang was accredited senior membership of the International
Profession Certification Association (EFERE % €) and
membership of the China Association for Employment Promotion
(FEFLERESD) in 2008. Mr. Zhuang has served the Group for
over 17 years.

Mr. Gu Wei Ming (BE7&8A), aged 45, is an executive Director and
the chief operation officer of the Group. He joined the Group in
August 1997 and has over 20 years of experience in the retail
industry. He is responsible for the operation management of the
Group. Mr. Gu has served the Group for over 17 years.
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Biography of Directors and Senior Management (Continued)
EENEEEEASEE ()

Mr. Zhuang Xiao Xiong ($t/M), aged 31. Mr. Zhuang obtained
from the University of Luton, United Kingdom a bachelor of arts
degree in business administration in 2005 and a master of science
degree in finance and business management in 2006. Mr. Zhuang
was elected as a member of Shenzhen General Chamber of
Commerce (Association of the Industrialists and Businessman)
(RINT 4T E (THEE)) and a committee member of the Baoan
District of Shenzhen of the Chinese People’s Political Consultative
Conference (Bt F Ul T E % @ & & € ) in 2009 and 2011
respectively. Mr. Zhuang is the son of Mr. Zhuang Lu Kun and Mrs
Zhuang Su Lan. He joined the Group as full time member in 2006
and is responsible for the overall operation management of the
Group. Mr. Zhuang has served the Group for over 8 years.

Independent non-executive Directors

Mr. Chin Kam Cheung (£88%f), CPA (practising), FCMA, aged
56, 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
6 years.

Mr. Sun Ju Yi (BB =), aged 61, graduated from the Finance and
Economic Institute of Tianjin in the PRC in 1978 and underwent
a master research study program at the Finance and Economics
Institute of Tianjin in the PRC in 1978. He is a senior accountant
and a registered accountant in the PRC. He had been a lecturer
of the Finance and Economic Institute of Tianjin and the assistant
to the principal of Shenzhen Zhong Hua Accounting Firm.
Mr. Sun has over 30 years of experience in financial lecturing,
accounting, auditing and corporate financial management. Mr. Sun
was a director of Jinchuan Group International Resources Co.
Ltd (formerly known as Macau Investment Holdings Limited)
(SEHK: 02362). He is a director of Gemdale Corporation (& £ %)
(600383.SH), a listed PRC nationwide property developer. Mr. Sun
has served the Group for 1 year.

Mr. Ai Ji (X&), aged 60, graduated from Hunan Radio and
Television University (4@ EEERAZ) 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 (ER)%
KRB ETEFT). Mr. Al has practised as a legal counsel and
accumulated over 13 years of experience in various law firms in the
PRC. Mr. Ai has served the Group for over 6 years.
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Biography of Directors and Senior Management (Continued)
EENSEEEAESHEE(E)

Senior Management

Mr. Zhong Hua (§%), aged 42, 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 10 years.

Mr. Li Dong (), aged 39, is the general manager of the Guangxi
subsidiary responsible for overall management of the Guangxi
subsidiary. Mr. Li has served as store manager, assistant chief
officer of the human resources department, the chief procurement
officer and the deputy manager of the procurement department. Mr.
Li has over 15 years of experience in the retail industry. Mr. Li has
served the Group for over 10 years.

Ms. Hu Yue Feng (#B%), aged 45, is the assistant to manager
of business development responsible for business development
management of the Group. Ms. Hu has over 20 years of experience
in the retail industry. Ms. Hu has served the Group for over 8 years.

Mr. Song Jin Hao (3R &%), aged 36, is the assistant to manager of
corporate planning responsible for corporate planning management
of the Group. Mr. Song graduated from the Nankai University of
Tianjin. He has over 15 years of experience in the retail industry and
has over 10 years of experience in the area of corporate planning.
Mr. Song has served the Group for over 5 years.

Company Secretary

Mr. Ho Yuet Lee, Leo (fifi#Fl), FCCA, CPA, ACIS, ACS, aged
40, 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 14 years of
experience in accounting, auditing and corporate finance. Mr. Ho
has served the Group for over 7 years.
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Management Discussion and Analysis (Continued)
EEERE D (&)

(A)

INDUSTRY OVERVIEW

In 2013, the GDP of Guangdong province amounted to
approximately RMB6,220 billion, representing an increase of
8.5%, this revealed stable running, with economy continuing
to grow and economy structure continuing to optimize, of the
province. The consumer goods market attained accumulated
retail spending of approximately RMB2,540 billion, a growth
of 12.2% with 1.5% increase compared with last year. As
the economy centre of Guangdong province, the economic
size of Shenzhen was expanding. According to statistics,
the GDP of the Shenzhen amounted to approximately
RMB1,450 billion, an increase of 10.5% year-on-year with
0.5% increase over last year. This level was 2.8% and 2.0%
higher than that of the country and province accordingly.
The consumable goods market was continuing to grow,
achieving total retail amount of approximately RMB443.3
billion, a growth of 10.6%.
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With the rise of e-business and the overall slow-down
of international economic condition, the traditional retail
industry was adversely affected. Despite facing the various
challenges, the overall net profit was still 2.5%. The domestic
retail giants, who emphasize on innovation, product mix and
display, mobile online sales, alliance with other participators,
and customer loyalty etc, have obtained good return this
year.

The Group has actively adjusted the operating strategy
with a series of modification, thus the overall result can be
maintained. As the operating costs, especially the labour
cost, reached the historical high, the Group needed to
simplify the operating procedure to reduce outlay, prioritize
sales sequence of commodity, launch bargain sales, and
organize sales promotion etc to keep the overall result stable
this year.
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(B)

BUSINESS REVIEW

At the end of the year, the Group has directly operated 12
stores (which Shatoujiao store has been closed on mid July,
2013)with a total gross floor area of approximately 160,000
square meters, principally located in the Guangdong
(including Shenzhen and Foshan) and Guangxi province.
Among which, eleven of them (total gross floor area of
approximately 157,000 square meters) are operating as retail
stores and one of them is used for leasing purpose. For the
eleven retail stores, eight of them are in Shenzhen, one in
Foshan and the remaining two in Nanning of Guangxi. On the
other hand, the Group has acquired the property of Jiahua
Ming Yuan last year. Except for one floor being used as our
own office, the other three commercial floors are for leasing
purpose which rental income has started to be received from
this year onward.

- Strengthen the operation safety management
to protect human and property capital
With the occurrence of various disastrous fire
accidents domestically, we have increasingly
conducted fire drill to minimize the operation loss. In
addition, we have carried out more periodic check on
the store power generating equipment and ventilation
facilities to avoid hazard brought by aging and pest
threat. There was investment of RMB3.5 million in
Shajing store this year. On the other hand, there
was food safety program this year. By this, extensive
food test, source check and deep investigation to
customer complaint were conducted to minimize the
occurrence of food safety accident.

- Strengthen operation management to uplift
shopping experience
During the year, the Group has continued to adjust
the concessionaire sales floor by expanding the floor
area of concessionaire of Shiyan and Songgang
stores. We have imported more well-known brand
name and will cover more first tier concessionaire.
Besides, the Group started to plan to build up
premium supermarket image, by “new, innovative,
special, and quality” aspects. Apart from enhancing
service and facilities, we have recruited professional
management team specialize on product structure
and display. Refreshing the sales floor has enhanced
the shopper confidence and shopping experience.
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Manage the loss stores to control operation
outlay

During the year, we have imposed various measures
to manage the loss stores. Accordingly, the
Shataojiao store has been shut down in July 2013.
For other loss stores, we have implemented staff
and inventories control, and relocated the store floor
usage to suit the local spending habit. These included
the one-off leasing of store floor, and introducing kid’s
corner, billiard room and fitness centre etc.. These
have increased the return on store area, brought up
people flow, and increased the attractiveness of on-
site shopping.

Build up corporate culture to arouse staff
belonging

With the increasing trend of staff cost, human
resource management is the immediate task of
the Group. During the year, we have improved
the internal promotion process by introducing
examination, assessment, interview etc.. Through
these, the outstanding staff have been rewarded and
promoted to upgrade our staff quality. Besides, the
Group is eager to enhance the relationship among
staff. Accordingly, various in-house activities were
organized during the year including the sports day,
trips aboard, skill competition, birthday activity,
speech day, annual dinner, celebration feast, and
topic talk etc. to enhance interpersonal relationship
among staff and to promote a sense of belonging to
the Company.

18 JIAHUA STORES HOLDINGS LIMITED < Annual Report 2013

EEBEME BHRIE
TIhx
FREBHEBRPIEELEZE
Hl - REFRARATHEAE -
HREEE Bt 7T RERE
FiEsl - WHGEFRAER @ £
HERBEAEM OEE - —
%ﬂth@%ﬂ@%Fﬁﬂ
GEER  SIARELE £
HI RERPLE - KPR
Zﬁﬁ@ﬁ?%%'ﬁ%@A
Tt GoRIRIGEEY) 2 RS o

By BMET

BER
BEZ B TRATE L3k - A%
BREECKA/AFZERE

e BIEMET 2 EREK -

FHNTEETABSABE - B
BEH  EXFZ BARF
B mERBENBE T MU
BEHEREA  EURHRESEIN
Ex o B EENFHEILE
BT 7HMNBERE  FRERT
EFE - BIRE  ReehRE
B AEREY EHELE B
FTHE AIEEHRRERE
FOEBEBESTHIRER
BWMBTHRARZFEBE



Management Discussion and Analysis (Continued)
EEERE DM (E)

(C)

- Innovate business strategy to meet the
market need
E-shopping has become a part of the retail industry
after the rapid development of internet. All of our
stores are located at the second and third tier cities
which serve the local community. The Group has
commenced the online sales in previous year to catch
up with the trend. During the year, we have further
developed other e-shopping and advertising mode,
like Wechat, Weibo, QR-code, and setting up e-shop.
Through these new shopping methods, we hope to
keep our market share.

- Rental income from self-own property to
increase return on capital
For the commercial property of Jiahua Ming Yuan
acquired last year, three of the floors were intended
to be used for leasing purpose. During the year, more
new tenants have been found and some of them have
started their tenancies and paid rental income to the
Group. At the end of the year, the Group also sub-
leased part of the office floor to a connected party to
earn rental income. Among the portion of property for
leasing purpose, the lease out ratio has reached 90%.
Besides, the investment property has generated a fair
value increase of approximately RMB31,500,000 in
last year. It is expected that there will be additional fair
value increase this year, which is helpful to the profit
or loss account of the Group.

OUTLOOK

Looking forward to 2014, the retail industry will still facing the
change of spending structure and spending pattern of the
consumer, rapid increase in cost, and the competition from
e-business. The market will be divided into two main camps.
Although the traditional retailing will still be the market leader,
but the profit margin will decline due to the destructive
competition and attack of e-business. Despite these factors,
the Group will well prepare for the switch of business model
and strengthen the value add services to response to the
challenge of the e-business. On the other hand, the Group
will enhance the business of fresh food which is our core
competitive strength to attract customers, and increase our
operation efficiency by reducing staff number and operating
costs.
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Revenue

Revenue of the Group increased by 1.3% to approximately
RMB846.2 million for the year 2013 from approximately
RMB835.4 million for the year 2012, as a result of the
combined efforts of expansion of sales promotion,
improvement in product mix and upgrade of brand
name in concessionaire sales. The overall turnover has
been increased especially those in concessionaire sales
commission. Despite the closure of Shatoujiao in the mid
of the year which had partly affected the sales turnover of
the year, the additional efforts in operation together with the
rental income from investment properties have contributed
to a minor growth in total revenue of the year.

Revenue in 2013 was dominant by sales of merchandise,
with a volume of approximately RMB685.6 million,
representing approximately 81.0% of total revenue, similar
to last year (2012: approximately RMB685.6 million,
representing approximately 82.1% of total revenue).
Commission from concessionaire sales amounted
to approximately RMB119.7 million, representing
approximately 14.2% of total revenue, an increase of
approximately 9.7% over last year (2012: approximately
RMB109.2 million, representing approximately 13.0% of total
revenue). Rental income from sub-leasing of shop premises
amounted to approximately RMB40.0 million, representing
approximately 4.7% of total revenue, a slight decrease of
approximately 1.4% over last year (2012: approximately
RMB40.6 million, representing approximately 4.9% of
total revenue). Rental income from investment properties
amounted to approximately RMBO0.8 million, representing
approximately 0.1% of total revenue (2012: Nil).

Sales volume of the 5 largest corporate customers
amounted to approximately RMB1.7 million, representing
approximately 0.25% of total revenue (2012: approximately
RMBO0.2 million, representing approximately 0.03% of total
revenue).
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Gross Profit and Gross Profit Margin from sale of
goods and wholesale of consumables

Gross profit increased by 1.7% to approximately RMB121.9
million for the year 2013 from approximately RMB119.9
million for the year 2012. Gross profit margin increased by
approximately 0.3% to 17.8% in the year 2013 compared to
17.5% for the year 2012. The percentage of related cost of
inventories sold, including principally merchandise for resale,
decreased slightly to approximately 82.2% for the year 2013
from approximately 82.5% for the year 2012. The gross profit
has been kept stable due to tight control over purchase
costs.

Profit for the Year

Profit attributable to the owners of the Company amounted
to approximately RMB45.4 million for the year 2013
compared with approximately RMB72.3 million for the
year 2012. The decrease was mainly attributable to the
decrease in fair value increase of investment properties
and the provision for closure of Shatoujiao store. During
the year, the increase in fair value of investment properties
amounted to approximately RMB10.0 million (before netting
deferred tax of approximately RMB2.5 million) which was
approximately RMB31.5 million (before netting deferred
taxation of approximately RMB7.9 million) last year. Besides,
the Group has closed down the Shatoujiao store in July
2013. Accordingly, there were provision of closure cost, loss
on disposal of property, plant and equipment, compensation
of closure cost, and obsolete inventories written-off totaling
approximately RMB8.5 million. Generally, the operating
result was performing better than last year.
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Selling and distribution costs increased moderately by
0.8% to approximately RMB233.2 million for the year 2013
from approximately RMB231.3 million for the year 2012.
This was mainly attributable to the revision of salaries and
related staff costs, the increase of consumption tax for new
concessionaire, the addition of electricity saving commission
to suppliers, and the cost of ventilation cleaning in stores
under the fire prevention program etc.. Although there were
drop in depreciation charges, promotion expenses and rental
expenses, the overall selling expenses were still increased.
Depreciation decreased from approximately RMB41.5
million in 2012 to approximately RMB35.7 million in 2013,
down by 14.1%. Operating lease expenses decreased from
approximately RMB57.1 million in 2012 to approximately
RMB55.5 million in 20183, down by 2.8%. Wages and
allowance was increased from approximately RMB55.6
million in 2012 to approximately RMB58.1 million in 2013, up
by 4.6%.

Administrative expenses increased by 3.0% to approximately
RMB39.2 million for the year 2013 from approximately
RMB38.1 million for the year 2012, mainly attributable to
the increase in electricity expenses for new office due to
renovation and enlarged office size.

Other operating expenses increased by 287.7% to
approximately RMB11.8 million for the year 2013 from
approximately RMB3.0 million for the year 2012, mainly
attributable to the provision for closure costs, loss on
fixed assets, compensation of closure cost and obsolete
inventories written-off amounted to approximately RMB8.5
million.

Finance cost increased by 232.8% to approximately RMB3.7
million for the year 2013 from approximately RMB1.1 million
for the year 2012, mainly attributable to the addition of
interest expense on revolving loan starting from January
2013.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group maintains a stable financial position. As at 31 December
2013, the Group had bank balances and cash of approximately
RMB298.2 million (2012: approximately RMB316.4 million). During
the year, the Group did not use any financial instruments for any
hedging purpose.

There was bank borrowing — secured approximately RMB100.0
million as at 31 December 2013 (2012: bank borrowing — secured
and short term notes payable totally approximately RMB148.7). The
gearing ratio is around 18.1% (2012: 25.4%).

NET CURRENT ASSETS AND NET ASSETS

The Group’s net current assets as at 31 December 2013 was
approximately RMB156.2 million, an increase of 7.3% from the
balance of approximately RMB145.6 million recorded as at 31
December 2012.

Net assets slightly up to approximately RMB501.0 million,
representing an increase of approximately RMB16.1 million or 3.3%
over the balance as at 31 December 2012.
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REVENUE - TURNOVER WA — &5
o 0.1% %
4.7% 13.0% 9%
14 ’
e 81.0% e 82.1%
O Sales of goods and wholesale of consumables HEEMM I FEmMALE 685,619 685,612
O Commissions from concessionaire sales EEHEMSAS 119,735 109,154
@ Rental income from sub-leasing of shop premises 4 JE& £ S WA 40,002 40,588
@ Rental income from investment properties BREMENES WA 799 =
846,155 835,354
GROSS PROCEEDS Fri8 s IE4a %A
0.1%2.0% 2.2%
35.0% 37.2%
62.9% 60.6%

O Sales of goods and wholesale of consumables HEERESERILE 685,619 685,612
© Concessionaire sales HEHE 1,230,052 1,118,025
© Rental income from sub-leasing of shop premises S [E &2 S WA 40,002 40,588
® Rental income from investment properties REMENEES WA 799 =

1,956,472 1,844,225
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CORPORATE GOVERNANCE AND OTHER
INFORMATION

Risk Management

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

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

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

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

(iv) Liquidity risk

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

Employees And Remuneration Policy

For the year ended December 2013, the Group had 1,738 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 RMB90.3 million. Competitive remuneration
packages are structured to commensurate with reference
to individual responsibilities, qualification, experience and
performance.
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Contingent Liabilities
As at 31 December 2013, the Group has no significant contingent
liabilities.

Capital Expenditure

For the year ended 31 December 2013, capital expenditures
of the Group for property, plant and equipment amounted to
approximately RMB42.3 million (2012: RMB56.6 million).

Capital Commitments

As at 31 December 2013, the Group had capital commitments
contracted, but not provided for, amounting to approximately
RMB4.29 million (2012: RMB7.76 million).

Subsequent Events
The Group did not have any other significant subsequent events
subsequent to 31 December 2013.
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Gross  Average of daily Average of daily
floor area transactions transactions

Commence (sgm) (Supermarket) (Department store)  Estimated no. of

operation  Storey EEEE SHELHRZHE BAFYRSZHYA  visitors per day

Retail stores RREERE B (FAK) (#) (A8) CHEELES G
FY13 FY12 FY13 FY12 FY13 FY12
20135 20125 2013%F 20124 2013F  2012F
Xixiang i 1/10/1997 3 8,806 6,071 6,028 162 142 9,038 8,946
Shajing W 1/5/1999 5 20,978 5,170 5,294 1,015 995 8,350 8,490
Songgang N 1/1/2001 5 23,134 7,422 7,254 1,289 1,400 12,630 12,549
Longhua B 1/11/2001 5 24,549 4,648 4,793 1,824 1,863 8,738 8,984
Gongming yN:E 1/9/2002 4 21,843 8,020 8,294 1,378 1,457 12,686 13,165
Shatoujiao (Note 1) YSEA(PizE1) 1/11/2006 4 11,110 1,620 3,794 205 470 2,646 6,183
Shiyan hE 1/1/2007 1 5,852 6,574 6,582 825 863 9,249 9,306
Yanbu 7 1/1/2008 2 7,987 2,945 3,012 122 130 4,446 4,556
Dashatian RAH 1/1/2009 3 8500 3,420 3,566 330 318 5175 5,359
Sanlian =B 5/12/2009 4 9,600 3,945 4,678 35 74 4,974 5,941
Taoyuan PR 30/12/2009 4 14,493 2,959 2,822 363 489 4,153 4,139
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Gross proceeds
per operation area

Gross proceeds per day Average value
Gross proceeds per day SHREEE per transaction
FREREARE SRMBNEAE FERIERE BRRZVHE
(RMB million) (RMB thousand) (RMB) (RMB)
Retail stores (NREBEET) (ANREFT) (ARETT) (ARET)
FY13 FY12 FY13 FY12 FY13 FY12 FY13 FY12
20135 20126  2013F  2012F  2013%F 20129  2013%F  2012%
Xixiang il 86.0 84.0 235.7 230.3 29.5 28.8 40.9 39.8
Shajing i 253.2 212.7 693.8 582.8 34.9 29.3 116.4 96.5
Songgang N 326.3 286.6 894.0 785.4 46.8 411 105.9 93.6
Longhua e 377.2 339.2  1,033.7 929.3 49.4 44.4 161.9 142.0
Gongming UNi 374.1 3527  1,025.1 966.3 52.3 49.3 114.0 104.0
Shatoujiao (Note 1) WEA ) 44.0 89.9 120.6 246.3 13.1 26.8 69.1 60.5
Shiyan A& 260.0 2345 712.5 642.6 151.6 136.7 101.8 91.5
Yanbu 7 38.7 36.0 106.1 98.9 16.9 16.5 35.5 32.8
Dashatian R H 77.0 72.0 211.2 197.4 45.2 42.2 57.3 52.3
Sanlian =B 42.8 48.9 117.4 1341 19.6 21.4 31.1 29.9
Taoyuan BR 74.9 78.4 205.3 214.9 20.9 21.9 63.8 67.5
Notes: e
1. This store has ceased business in July 2013. 1. ZOBEER_F-ZFLAKE -
2. The above-mentioned are unaudited figures and based on internal records. 2. LRBFTIREEZ BRIBER AT IEL

FEEFEERERQA - —T—=FFK
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CORPORATE GOVERNANCE REPORT
CELERRY

The Group fully acknowledges its obligations to its shareholders
andinvestors. For the year ended 31 December 2013, the Company
has been in strict compliance with the applicable legal and
regulatory requirements of domestic or foreign securities regulatory
authorities and has been devoted to improving the transparency of
its corporate governance and the quality of information disclosure.
The Group also attaches great importance on communication with
its shareholders and strives to ensure the timeliness, completeness
and accuracy of its information disclosure to its shareholders and
investors and to the protection the interests of investors. The Board
has strictly complied with the principles of corporate governance
and is dedicated to improving the management quality of the
Company and the standard of corporate governance continually in
order to protect and enhance value for shareholders. To this end,
the Company adopted the principles in the Corporate Governance
Code (the “Code”) set out in Appendix 14 of the Listing Rules with
the aim of enhancing the quality of corporate governance of the
Group. Such adoption was reflected in the Company’s Articles
of Association, internal rules and regulations and the corporate
governance implementation practices.

The Board is of the view that the Company has complied with the
code provisions set out in the Corporate Governance Code for the
year ended 31 December 2013 as contained in Appendix 14 of the
Listing Rules, except for the following deviations:

Code Provision A.2.7

As all the Independent Non-executive Directors have individual and
irregular meeting with our chairman discussing about the operation,
we do not have a specific formal meeting this year.
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Corporate Governance Report (Continued)
TEERBRE (&)

BOARD

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

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

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

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

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

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

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

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

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

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

Up to the date of this annual report, the Board met periodically
to review the Company’s corporate governance policies and
practices, training and continuous professional development of
directors and senior management, the Company’s policies and
practices on compliance with legal and regulatory requirements, the
compliance of the Model Code and Written Employee Guidelines,
and the Company’s compliance with the CG Code and disclosure in
this Corporate Governance Report.
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Continuous Professional Development
The individual training confirmation of each director received for the
year ended 31 December 2013 is summarized below:—

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

and responsibilities

HEEERR
Reading Materials EZREHEE
Directors MEEN ZHg
Executive Directors BITES
Mr. Zhuang Lu Kun FipEsm A v v/
Mr. Zhuang Pei Zhong CIRilsb e v v
Mr. Gu Wei Ming BERLE v 4
Mr. Zhuang Xiao Xiong /R v v
Independent Non-Executive Directors BYkBTES
Mr. Chin Kam Cheung BT E 4 4
Dr. Guo Zheng Lin BEME LT
(resigned on 1 May 2013) (BEm2013F5 A1 HEHT) v v
Mr. Sun Ju Yi BRERLE
(appointed on 1 May 2013) (R2013F5 1 HEZRT) 4 v
Mr. Ai Ji Nk 4 4
COMMITTEES ZES®

AETEREENERENLFETHEDEH={E
EFAEERERENZESNT - HEX
FHRAQILEZEFREENKEBNT

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

Executive Directors

Mr. Zhuang Lu Kun (Chairman)

Mr. Zhuang Pei Zhong
Mr. Gu Wei Ming
Mr. Zhuang Xiao Xiong

Independent Non-executive
Directors
Mr. Chin Kam Cheung
Dr. Guo Zheng Lin

(resigned on 1 May 2013)
Mr. Sun Ju Vi

(appointed on 1 May 2013)
Mr. Ai Ji

YTES

MRk (EFR)
HMBSEAE
BERLL
FE/MESRAE

BYFHTES

IR
PBIEMIBEL
(BR2013F5 A1 HET)
BREELE
(R2013F5 1B EZT)
Y REE

Audit

Committee

ENRES

Chairman /&
Member i &

Member F% &
Member F% &

Remuneration
Committee

FMzES

Member f% 8

Member f% 8
Chairman /&

Chairman =&
Member F% 8

Nomination
Committee

REZEE

Member B &

Member BX &
Member iX 8

Member FX &
Chairman £ J&
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AUDIT COMMITTEE

The Company has established an audit committee on 30 April
2007 with written terms of reference in compliance with the Listing
Rules. The audit committee comprises the three Independent Non-
executive Directors who together have substantial experience
in the fields of accounting, business, corporate governance and
regulatory affairs. The audit committee is responsible for reviewing
the accounting principles and practices adopted by the Company
as well as substantial exceptional items, internal controls and
financial reporting matters, which included a review on the audited
annual results for the year ended 31 December 2013.

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

REMUNERATION COMMITTEE

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

NOMINATION COMMITTEE

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

EF(BEERRKREFEE)NL &N
I

ttendaricesivumber of meetings

HERE, EERY
Audit Remuneration  Nomination
Board committee committee committee
meetings meetings meetings meetings AGM
Exe ERZEe HHZEEE REZEE RRBEAS
Executive Directors HITEE
Mr. Zhuang Lu Kun SRR 4/5 N/A 1B N/A NiE R N/A NE R 11
Mr. Zhuang Pei Zhong EAY ¥ 55 N/ATER 11 NATER i
Mr. Gu Wei Ming BERLE 45 NATER  NATER 0/2 0/1
Mr. Zhuang Xiao Xiong SMERAE 26 NATER NATHER  NATER 0/1
Independent Non-Executive B 78S
Directors
Mr. Chin Kam Cheung BRERE 3/5 3/3 il 2/2 11
Dr. Guo Zheng Lin FBEMET
(resigned on 1 May 2013) (BER2013F5 1B EHT) 0/5 0/3 0/1 0/2 0/1
Mr. Sun Ju Yi BEERE
(appointed on 1 May 2013) (201351 REZ) 2/5 1/3 01 0/2 il
Mr. Ai Ji IkiE 3/5 3/3 il 2/2 11
COMPANY SECRETARY NRME

The company secretary of the Company, Mr. Ho Yuet Lee, Leo, is
a full time employee of the Company. During the year, he has taken
no less than 15 hours of relevant professional training.

DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES
FOR THE FINANCIAL STATEMENTS

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 pages 59 to 60.
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COMPLIANCE WITH MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS
OF LISTED ISSUERS IN APPENDIX 10 OF THE
LISTING RULES

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

REMUNERATION OF AUDITOR

The Audit Committee is responsible for considering the appointment
of external auditor and reviewing their remuneration. For the year, fee
paid of approximately RMB808,000 was incurred by the Company
to the external auditor as service charge for its audit service of the
Group for the year ended 31 December 2013.

INTERNAL CONTROL

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

ORGANISATIONAL STRUCTURE

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

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

TRAINING ON INTERNAL CONTROLS

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

ACCOUNTING SYSTEM MANAGEMENT

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

CONTINUING OPERATION

During the relevant year, there are no uncertain events or conditions
that may materially affect the continuing operation of Group on an
ongoing concern.
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INVESTOR RELATIONS

The Company reports to the shareholders regarding corporate
information of the Group on a timely and accurate basis. Printed
copies of the 2013 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 analyzing various comments and recommendations
of analysts and investors on the Company’s operations, which
would be compiled into reports regularly and adopted selectively
in its operations. The Company has set up a website, allowing
investors to access updates on the Company’s particulars,
statutory announcements, management and recent operating
affairs. All published annual reports, interim reports, circulars
and announcements since the Listing are and will be included in
the “Investors Relations” section of the website. The Company
persistently adheres to its disclosure principle of honesty and
integrity and actively initiates communications with various parties.
The Company also participates in a series of investor relation
activities and conducts one-on-one communication with investors
on a regular basis.

SHAREHOLDERS’ RIGHTS

To safeguard shareholders’ interests and rights, separate
resolutions are proposed at shareholders’ meetings on each
substantial issue, including the election of individual directors, for
shareholders’ consideration and voting. Besides, pursuant to the
Articles of Association, shareholder(s) holding not less than one-
tenth of the paid-up capital of the Company carrying the right of
voting at general meetings may request the Company to convene an
extraordinary general meeting by sending a written requisition to the
Board or the Company Secretary. The objects of the meeting must
be stated in the written requisition.
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Shareholders may send written enquiries to the Company for
putting forward any enquiries or proposals to the Board of the
Company. Contact details are as follows:
Address: Suite 715, Ocean Centre, 5 Canton Road,
Tsimshatsui, Kowloon, Hong Kong
(For the attention of the General Manager
of the Investor Relations Department)
Fax: 852-36203100
Email: liaoyq@szbjh.com

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

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

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

The Directors are pleased to present their annual report together
with the audited financial statements of the Company for the year
ended 31 December 2013.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details
of the principal activities of each member of the Company are set
out in note 16 to the financial statements. The principal activities of
the operating subsidiaries of the Company during the year ended 31
December 2013 are operation and management of retail stores.

RESULTS

The results of the Company for the year ended 31 December 2013
are set out in the consolidated statement of comprehensive income
on page 61.

DIVIDENDS

The Board of Directors propose the payment of a final dividend for
the year ended 31 December 2013 of RMB2.01 cents per ordinary
share.

Subject to the approval of shareholders at the forthcoming Annual
General Meeting, it is expected that the payment of final dividend
will be made on or before Wednesday, 25 June 2014,

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL

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

RESERVES

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

SHARE OPTIONS

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

DISTRIBUTABLE RESERVES
As at 31 December 2013, the Company’s distributable reserves
amounted to approximately RMB256.6 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 Operation Officer)

Independent Non-executive Directors:
Mr. Chin Kam Cheung

Mr. Sun Ju Yi (appointed on 1 May 2013)

Dr. Guo Zheng Lin (resigned on 1 May 2013)
Mr. Ai Ji

Pursuant to Article 87(1) of the articles of association of the
Company, Mr. Zhuang Pei Zhong, Mr. Gu Wei Ming and Mr. Zhuang
Xiao Xiong shall retire from office at the forthcoming Annual General
Meeting by rotation. All retiring Directors, being eligible, will offer
themselves for re-election. The re-election of Directors will be
individually voted by Shareholders.

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

BIOGRAPHY OF THE DIRECTORS AND THE
SENIOR MANAGEMENT

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

DIRECTORS’ SERVICE CONTRACTS

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

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

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

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

(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)
EESRE(E)

INTERESTS IN CONTRACTS OF SIGNIFICANCE
Save as disclosed in section under “Continuing Connected
Transaction” of this report on pages 47 to 55, no Director nor
controlling shareholders had a material interest, either directly
or indirectly, in any contract of significance to the business of
the Company. There is no contract of significance between the
Company, its holding company or any of its subsidiaries or its
controlling shareholder during the year.

MANAGEMENT CONTRACTS

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

SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Share Option
Scheme”) pursuant to a resolution of the sole shareholder of the
Company passed on 30 April 2007. The Share Option Scheme
complies with the requirements of the Listing Rules. Certain share
options have been granted to the Directors and the employees of
the Company under the Share Option Scheme since its adoption
and up to 31 December 2013. Details of the outstanding options
as at the reporting date are set out in note 29 to the financial
statements.

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

The remaining life of the scheme is around 3 years.

Regarding the values of options as disclosed in this report, it is
warned that due to subjectivity and uncertainty of the values of
options, such values are subject to a number of assumptions and
the limitation of the model.
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Report of the Directors (Continued)
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS EERESTHRASRAATRE
AND SHORT POSITIONS IN SHARES, UNDERLYING #HE:ER©% - HERO R EES
SHARES AND DEBENTURES OF THE COMPANY HWREXE%XA

AND ITS ASSOCIATED CORPORATIONS

As at 31 December 2013, the interests or short positions of the R-_ZE—=&F+—-_A=+—H EEZR&ES
Directors and chief executives in the shares, underlying shares or T A BRAR Gk EEHEEEZE (TE
debentures of the Company or any associated corporations (within B &5 RHEIEEM ([EBE5 LB EEG ) $E
the meaning of Part XV of the Securities and Futures Ordinance  XV#) Z i1 « HERGH S EH+H - #HHE(a)
(“SFQO”)) which (a) were required notification to the Company and $E'<§Ia§m%‘<&ﬁﬁj"j1mﬁlj%xvﬂi%?&s/\* A
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the @A AT REXF 2w AR (BEFEF
SFO (including interests or short positions which any such Director {ﬂ*ﬁ%ﬁ%%&f—%‘ﬁﬂz)\E\mﬁ-m%&ﬁﬂf
and chief executives is taken or deemed to have taken under such {718 B85 X & /ES AR 1EHE B 2 FE 7 Bl &
provisions of the SFO); or which (b) were required pursuant to &) : (b)IRIFEES M EIEHIFE 35215788,
Section 352 of the SFO to be entered into the register maintained by AZXAFFFEZEMA T EEZL KA © =k
the Company; or which (c) were required, pursuant to Model Code  (c)iR1E E T8 BIFral F M3/t AE B#EITE
for Securities Transactions by Directors of Listed Issuers (“Model %53 HEyf@%<p Al ([1Z2 578 ) BHE AR
Code”) contained in the Listing Rules, to be notified to the Company 7] BB T2 sk A M T ¢

and the Stock Exchange were as follows:

(@ Ordinary Shares of HK$0.01 each of the Company (a) ZAATERKREE0.O1ETZEER

Number of shares/Underlying Shares Held
FrisiR 13, HBERGEHE

Percentage

of Issued

Personal Family Total Shares

Capacity Interest Interest Interest e 1T
% (PN 5 RixE EEEHE ROasH

Mr. Zhuang Lu Kun (Mr. Zhuang) Beneficial 617,985,000 67,500,000 685,485,000 66.07%
R A () Owner (Note 1)

EnEAA (BRF5ET)
Mr. Zhuang Xiao Xiong Beneficial 75,000,000 - 75,000,000 7.23%
NS A Owner

EnEAA
Mr. Chin Kam Cheung Beneficial 36,666 S = =
IR E Owner (Note 2)

EnlEA A (PfF5E2)
Mr. Ai Ji Beneficial 36,666 = S S
YRkt Owner (Note 3)

BERBEEA (B&E3)

42 JIAHUA STORES HOLDINGS LIMITED < Annual Report 2013



Report of the Directors (Continued)
EEERE(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 held by Mrs. Zhuang Su Lan (“Mrs. Zhuang”).
Since Mrs. Zhuang is the spouse of Mr. Zhuang, under the SFO, Mr.
Zhuang is deemed to be interested in the said Shares held by Mrs.
Zhuang.

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

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

All the interests disclosed above represent long position in
the shares and underlying shares of the Company.

EERESITHRAERAATREAE
HEOEE RS - ARG REESE
PSR AE @)
(@ AAFESREECOIEBTZEER
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Report of the Directors (Continued)
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS EERESTHRASRAATRE
AND SHORT POSITIONS IN SHARES, UNDERLYING #HE:ER© - HERO R ERE

SHARES AND DEBENTURES OF THE COMPANY WMEZRAE (&
AND ITS ASSOCIATED CORPORATIONS (Continued)
(b) Share Options (b) BiR#E
Options to subscribe for Shares AJRIERR (7.2 FE AR 1

Outstanding
options Number Number Number Outstanding
atthe  ofoptions  of options  of options  options at
beginning granted  exercised lapsed the end Exercise
of the year during during during  of the year price per

Name/Category of REA the year the year the year REA Share
Participants HATE  FRBE  FATEZ  ERANZ  HATEZ Dateofgrant Exercise Period ghRKH
SEALHE/EH ZERE BRENR EREHE BREMA BRE RLEH igid ] %@

HK$

=
B7L

Directors
g%
Mr. Zhuang Lu Kun 1,000,000 - - (1,000,000) - 8/8/2008 9/8/2008 to 8/8/2013 0.46
HREE “FENE  —EEN\EN\ANA

NANE 2E-=F/\ANA
Mr. Zhuang Pei Zhong 400,000 - - (400,000) - 8/8/2008 9/8/2008 to 8/8/2013 0.46
L i “FENE  —EEN\EN\ANA

NANE 2E-=F/\ANA
Mr. Gu Wei Ming 400,000 - - (400,000) - 8/8/2008 9/8/2008 to 8/8/2013 0.46
BEREE “FENE  —EE\EN\ANA

NANE 2E-=F/\ANA
Mr. Zhuang Xiao Xiong 1,000,000 - - (1,000,000) - 8/8/2008 9/8/2008 to 8/8/2013 0.46
HNERE “FENE  —EEN\EN\ANA

NANE 2E-=F/\ANA
Mr. Chin Kam Cheung 36,666 - - - 36,666 15/1/2011 17/1/2011 to 16/1/2016 0.9
HREEE Z2——F ZZF——F-fttAH

-AtHR  EE-E-RtiA
Dr. Guo Zheng Lin 36,666 - - (36,666) - 15/172011 17/1/2011 to 16/1/2016 0.9
PEHETL —2——F ZZ3——F-fttA

-AtHR  EE-E-RtiA
Mr. Ai Ji 36,666 - - - 36,666 15/1/2011 17/1/2011 to 16/1/2016 0.9
TREE —2——F ZZ3——F-fttH

-AthB  F-E-R"E-ATRA
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS (Continued)
(b) Share Options (Continued)
Options to subscribe for Shares (Continued)
Save as disclosed above, none of the Company’s Directors,
chief executive and their associates, had any interests or
short positions in the shares and underlying shares of the
Company or any of its associated corporations that was
required to be recorded pursuant to section 352 of the SFO
at the date of this report.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

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

As at 31 December 2013, 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:

[]iﬁ CHEEROREREENESR
RR

RZBE—Z=ZF+ZA=+—H  BRAXRA
RIFEF KRG GPIEIB6GFE 2 ELM
iR RBEEMAE REXTEZERF
BITBABRARE R EAREB RN - 48
Bl R ERENERIOAR | KR
ETEEZERIN  THALTRARRBRND
MR T  BERBESFMPEGIE
XVERE2 K 35 BRIGSAR M AR B FE 2 #E 2
FORR

Personal/ Percentage
corporate of issued
Type of interest Family share capital
interest Capacity BA interest Total {HERITRA
EZEE 55 AnER Rk At Ao
Mrs. Zhuang Personal Beneficial owner 67,500,000 617,985,000 685,485,000 66.07%
LRy EA#ER Em#EEA (Note 1)
(Mt3E1)
Notes: Bt
1) 617,985,000 Shares are held by Mr. Zhuang Lu Kun (“Mr. Zhuang”). Since Mr. (1) 617,985,000/ A 19 By P e 0 A ([ HESe 4 D) 5

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

Save as disclosed above, there was no other person known to the
Directors, other than the Directors, who, as at 31 December 2013,
had an interest or a short position in the shares and underlying
shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO.
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CONTINUING CONNECTED TRANSACTIONS

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 ZI T EEEBEABMR AT (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 (“Xixiang Office”) with 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 2013 was approximately
RMB56,000 and has not exceeded the annual cap of
RMB230,000. The lease has been terminated on 31 March
2013.

The rental paid for Xixiang Office as disclosed above of
RMB56,000 is included under note 32(b) to the financial
statements for the year ended 31 December 2013.
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CONTINUING CONNECTED TRANSACTIONS

(Continued)

2.

48

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

YT BEZEEEZEABR QA (Shenzhen Baijiahua Industrial
Development Company Limited) (“BJH Industrial”) (lately
known as Shenzhen Baijiahua Group Company Limited)
(“BJH Group”) 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:

(1)

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
with a gross floor area of approximately 24,549.25
square metres for a term of 15 years commencing
from 1 March 2004 and expiring on 28 February
2019 at a monthly rent of RMB490,985 with triennial
increase of 5% starting from 1 March 2008. Pursuant
to a supplemental lease agreement dated 18
November 2006 between BJH 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 2013 was approximately
RMB6,496,000 and has not exceeded the annual cap
of RMB6,500,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB6,770,000 for the year ending 31
December 2014.
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EESRE(E)

CONTINUING CONNECTED TRANSACTIONS

(Continued)

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)

(ii) 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 Industria
and BJH Department Stores, BJH Department Stores
leases the store premises situated at Levels 1 to
5, Jiahua Emporium, No. 293 Songgang Section
of State Avenue 107, Baoan District, Shenzhen,
Guangdong Province, the PRC with a gross floor
area of approximately 23,134 square metres for a
term of 15 years commencing from 1 March 2004
and expiring on 28 February 2019 at a monthly rent
of RMB458,260 during the period from 1 March
2004 to 30 April 2005 and RMB462,680 with effect
from 1 May 2005. The monthly rent is subject to a
triennial increase of 5% starting from 1 March 2008.
Pursuant to a supplemental lease agreement dated
18 November 2006 between BJH 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 2013 was approximately
RMB6,121,000 and has not exceeded the annual cap
of RMB6,130,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB6,380,000 for the year ending 31
December 2014
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Report of the Directors (Continued)
EESRE(E)

CONTINUING CONNECTED TRANSACTIONS

(Continued)

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)

(ii) Lease of store premises for the Songgang Store
(Continued)
The rental paid for Longhua store and Songgang
store as disclosed above of approximately
RMB6,496,000 and approximately RMB6,121,000
respectively totaling approximately RMB12,617,000
are included under note 32(a)(i) to the financial
statements for the year ended 31 December 20183.

(ifi) Lease of store premises for the Gongming Store
Pursuant to a lease agreement dated 28 April 2002
(“Gongming Store Lease Agreement”) between &
iR IEREZEBMR AT (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”) with a gross floor area
of approximately 21,8483 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
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Report of the Directors (Continued)
EESRE(E)

CONTINUING CONNECTED TRANSACTIONS

(Continued)

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 Gongming Store
(Continued)
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
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 2013 was approximately
RMB5,510,000 and has not exceeded the annual cap
of RMB5,520,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB5,520,000 for the year ending 31
December 2014.

The rental paid for Gongming store as disclosed
above of approximately RMB5,510,000 is included
under note 32(a)(ii) to the financial statements for the
year ended 31 December 2013.

FEBEEXS (®)

HEEEEXHENBAEHYE
RUBRBEBEHEHEAHBEEZH
WA ()

HELHEEENFEYE
(%)

Wit —HRE - WARERAE
BT ERERHRTE (BIE
BTRRABEE IR ) -
AEEREERAEEES?
BHEmMRN  EHAERET
IR I E TR L AR %
2 BEGEEAEEER
MEEERMIEFEEEESN
DEAWMECHE AR AEE
BEXALHEEEAERHCE
ZRTXOZEINF  mMaEE
BEXEMPBERRAEAEES
EERTMANES Bt BiF
AHEEERERZ - 288
EEmEHEREk R EE
EEEHAEETEM L
FzMAETH(ABREEER
EREEBRARRZIHER
ER S BEAPHEEERE
WE(EEE) BEEEEH
E2-F—=%+=-A=+—8
IFFEXNNFEARENA
AR #5510,0007T @ I £ 8
FE LR ARKS5,520,000
e HHEEEFEHE_Z
—FE+—_A=+—HIFE
ENNABSETSBRBAR
#5,520,0007C °

B EXHERE APEEE
EFEZEMHESHOAARE
5,510,0007C ' EHREZE =
T—=F+-A=+—HItHF
& 2 I B3R R 5132 (a) (i) N °

RERRE « —B-—=FF8K 51



Report of the Directors (Continued)
EESRE(E)

CONTINUING CONNECTED TRANSACTIONS
(Continued)

2.

52

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 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 RMB1,104,000 for the year ended
31 December 2013.

The rental received for Gongming store as disclosed
above of approximately RMB1,104,000 is included
under note 32(a)(iii) to the financial statements for the
year ended 31 December 2013.

Lease of two store premises from JH Real Estate
FINTEEFHERZBER QA (Shenzhen Jiahua Real
Estate Development Company Limited) (“JH Real Estate”) is
owned as to 36% by Mrs. Zhuang and 64% by BJH Industrial
(lately known as BJH Group) (a company owned as to 90%
by Mr. Zhuang and 10% as to Mrs. Zhuang). Since Mrs.
Zhuang is the spouse of Mr. Zhuang, she is an associate of
Mr. Zhuang. Since Mrs. Zhuang is interested in the equity
capital of JH Real Estate so as to exercise or control the
exercise of 30% or more of the voting power at general
meetings of JH Real Estate, JH Real Estate is an associate
of Mr. Zhuang and also a connected person of the Company.
The Group leases two stores premises from JH Real Estate,
details of which are set out as follows:

JIAHUA STORES HOLDINGS LIMITED < Annual Report 2013

FEBERS #®)

2.

3.

HEEEEXRHENBAEHYE
RUBREBEHEHEAHBEEZH
WA ()

) REEEEETHIET EE

BEAEEEXHRABITUMN
HEWH  AHESEETH
FHETEBIERERSZ - B
BEEEEXHAEERE
el - BHAR T RF
+—ANBNERRE A
B LA EHEEROES
BREEEAEMA - REE
—E-=F+-A=+—81t
FE BEEZEFENEBK
BzEEHSWRAHARE
1,104,0007T °

B EXFEE APEEE
EzREBHmBesHAEARE
1,104,0007T ' E&EHREZEZ
T—=F+_-_A=+—HItHF
[ 2 B FS R I 532 () (i) A °

HEZEEGEHEMBEERYE

RN EEFHEREFRAR(E
EEME )R AHEEF6% XAE
EEEX(RBAEEEE) (DAHA
S 5 A RO KB 90% K 10%
BN BEH64% MR A R EEE
360 50 A O A8 - 187 70 A P ek 5 A A Bk
BAL - IR EAREEFRHERS
et EmAlEEERMERRAS
EATRE SR EHIITE30%HIA LHIRE
- EERMEREERELENBHE
AL UBARRNEEAL - KK
BREEFHEHREMEEHYE -
BEAFBEIIMT



Report of the Directors (Continued)
EESRE(E)

CONTINUING CONNECTED TRANSACTIONS
(Continued)

3. Lease of two store premises from JH Real Estate
(Continued)
(i) Pursuant to a lease agreement dated 6 November

2006 (“Shiyan Store Lease Agreement”) between
JH Real Estate (as landlord) and BJH Department
Stores (as tenant), BJH Department Stores leases
the store premises situated at Level 1 of Commercial
Podium, Jiahua Hao Yuan, Western Shiyan Avenue,
Shiyan Street, Baoan District, Shenzhen, Guangdong
Province, the PRC with a gross floor area of
approximately 5,851.50 square metres for a term of
15 years commencing from 16 November 2006 and
expiring on 15 November 2021 at a monthly rent of
RMB222,357 with triennial increase of 5%. Pursuant
to a supplemental agreement dated 6 November
2006 between JH Real Estate and BJH Department
Stores, the parties agreed that if the Company cannot
meet with the requirements in respect of continuing
connected transactions (including but not limited to
obtaining approval by independent shareholders),
BJH Department Stores has the right to terminate
the transactions under the Shiyan Store Lease
Agreement by giving written notice to JH Real Estate
without any payment or compensation. Pursuant to
the Shiyan Store Lease Agreement, the total annual
consideration paid by BJH Department Stores for the
year ended 31 December 2013 was approximately
RMB2,942,000 and has not exceeded the annual cap
of RMB2,950,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB2,950,000 for the year ending 31
December 2014.
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CONTINUING CONNECTED TRANSACTIONS

(Continued)

3. Lease of two store premises from JH Real Estate
(Continued)

(i

Pursuant to a lease agreement dated 23 February
2009 (“Shuyuan Yage Store Lease Agreement”)
between JH Real Estate (as landlord) and BJH
Department Stores (as tenant), BJH Department
Stores leases the store premises situated at Level
1 of Commercial Podium, Jiahua Shuyuan Yage,
Southwestern Side of Dabao Road, Xinan Jiedao,
Baoan District, Shenzhen City, Guangdong Province,
the PRC with a gross floor area of approximately
2,693.69 square metres for a term of 3 years
commencing from 1 March 2009 and expiring on 28
February 2012 for a monthly rental of RMB80,810.7.
Pursuant to the Supplementary Lease Agreement
dated 28 January 2010 between JH Real Estate and
BJH Department Stores, the monthly rental has been
reduced to RMB53,873.8 effective from 1 February
2010 to the end of the original lease. Pursuant to
a Supplementary Lease Agreement dated 30 May
2011 between JH Real Estate and BJH Department
Stores, the lease has been renewed to another
three years from 1 June 2011 to 31 May 2014 with
a monthly rental of RMB53,873.8. The parties to the
Shuyuan Yage Store Lease Agreement agreed that
if the Company cannot meet with the requirements
in respect of continuing connected transactions
(including but not limited to obtaining approval
by independent shareholders), BJH Department
Stores has the right to terminate the transactions
under the Shuyuan Yage Store Lease Agreement by
giving written notice to JH Real Estate without any
payment or compensation. Pursuant to the Shuyuan
Yage Store Lease Agreement, the total annual
consideration paid by BJH Department Stores was
approximately RMB646,000 for the year ended 31
December 2013, and has not exceeded the annual
cap of RMB660,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed approximately RMB280,000 for the
year ending 31 December 2014.

The rental paid for Shiyan store and Shuyuan
Yage store as disclosed above of approximately
RMB2,942,000 and approximately RMB646,000
respectively totaling approximately RMB3,588,000 is
included under note 32(b) to the financial statements
for the year ended 31 December 2013

54 JIAHUA STORES HOLDINGS LIMITED < Annual Report 2013

FEBERS #®)

=hES

3.

(
i

=)

i

EERMEHEAWRE@YE

BEEESWE(EAEE)
HAFEFE(EABPL)R
—EENFE-_A-+=R%T
MmEEma([EREEER
Eh#El) BEEFEEHRESE
URHPEERERINTELZRE
N EHERERAMAEES
HEmETAE —ENESY
¥ FHEMEL2,693.69F 7
X HEHBA-_ZThFE=A—
ARRE-_T——F-_A=-+N
BEm: A= AEAR
#80,810.77C ° B4 » RIE
FEEWERREETER -
E—ZEF—AZ+N\HIIYB
wraHEhs - AEBTAZ
AR #53873.870 ° 4 W HA
H-ZE-—ZTFE-A—BHBE
B &IEH - BRIBEER
WERAEEFEN T ——
FRAZTRHIYNEREE
WE ZHESEE=-Fa_
E——FXA—BE-_Z—MN
FRA=+—H  AEAAR
#53,873.8 « Z 3 HEMEE
EmE A NS HRBMAR
RIREEETHERER IR
F(BEETRERESE YK
Btk BEEEEAER
EEEHERHEMEN &
BEEREAMREEETR
TERKEBEEHRHERZOR
5o RIEZRAEEIERE RS
FEnERsE AEEES
BE—_ET—=F+-A=+—
BIEFEIMHNARENAEA
R#646,0007T » I B H F
€ FBR AR #660,0007T © 8
HAEEEEHE_T—NF
+-A=t—HIEEEMD
HETHETSBBHOARE
280,0007T °

B EXFTIEE  AEEER
FEREREEEZEMHA
&9 Rl %A AR 2,942,000
TR ANRE46,0007T @ &
HH AR¥3,588,0007T 0 2
HREBEEz-E—=F1+=A
=+ BULFEZHBEREKM
E32(b)A °



Report of the Directors (Continued)
EESRE(E)

CONTINUING CONNECTED TRANSACTIONS
(Continued)

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.

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.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2013, 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 2013, purchases attributable to
the largest supplier of the Group amounted to approximately 4.7%
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.
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Report of the Directors (Continued)
EESRE(E)

SUFFICIENCY OF PUBLIC FLOAT

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

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

COMPETING INTERESTS

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

AUDIT COMMITTEE

In compliance with Rule 3.21 of the Listing Rules, the Board has
established an audit committee on 30 April 2007, with written
terms of reference. The primary duties of the audit committee are
to review the financial reporting procedures and internal controls
and provides guidance in relation thereto. The audit committee
comprises the three Independent Non-executive Directors of the
Company. The audited financial statements of the Company for the
year ended 31 December 2013 have been reviewed by the audit
committee before recommending to the Board for approval.

PROFESSIONAL TAX ADVICE RECOMMENDED

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

USE OF PROCEEDS RAISED FROM LISTING

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

As of 31 December 2013, approximately HK$151,685,000 of
the proceeds so raised was used, and the unused proceeds of
approximately HK$113,315,000 was deposited with banks, the
security of which was adequately ensured.

Details of the used proceeds raised of approximately
HK$151,685,000 are set out as follows:

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

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

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

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

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

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

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

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

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

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

° as to approximately HK$3,000,000 for the upgrade of the
MIS;

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

° as to approximately HK$10,000,000 for the refurbishments
of existing retail stores.

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

AUDITOR

The financial statements for the years ended 31 December 2011,

2012 and 2013 were audited by BDO Limited.

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

the Company.

For and on behalf of the Board
Zhuang Lu Kun
Chairman

27 March 2014
Shenzhen, the PRC
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Independent Audifor’s Report
v RVR A Gl IS

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

|IBDO

EiE : +852 2218 8288
{85 : +852 2815 2239
www.bdo.com.hk

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

We have audited the consolidated financial statements of Jiahua
Stores Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 61 to 142, which comprise
the consolidated and company statements of financial position
as at 31 December 2013, and the consolidated statement of
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year
then ended, and a summary of significant accounting policies and
other explanatory information.

Directors’ Responsibility for the Consolidated
Financial Statements

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

Auditor’s Responsibility

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

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

25t Floor Wing On Centre
111 Connaught Road Central
Hong Kong
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Independent Auditor’s Report (Continued)
B ZEEMERE (E)

Auditor’s Responsibility (Continued)

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

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

Opinion

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2013 and of the Group’s profit and
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BDO Limited

Certified Public Accountants

Tsui Ka Che, Norman

Practising Certificate Number PO5057

Hong Kong, 27 March 2014

60 JIAHUA STORES HOLDINGS LIMITED + Annual Report 2013

BN EEE)

BRI ERBEETREFURGESGSPER
RITSBBELNBESRARENEZRE - &
FIEVIE FF BUR IMX BB Y #I B - BE (A
RAFFRERMEBGE AV HRREESR
BARERRAMRER - RMEHZERBRT
B ZEEREBEARRRTEER AT
WE2RERA M BRI EEAORIEE - AR
AARARBATEENEZREF  BTER
RAAFEZORRRERR - ERTIER
BREHEAB ST BRNREEARES
EGHEET S BN - WA AR S M B RE

BR2MHA -

AZZBENBEERBERENRENERERRE
REZEMNEZE LIRHEER -

=

BARR - HEMBHRREBRETEWHR
SEHAEEMA TR ERAKk &%
ER-_T—=FT-A=+—HNEHKEKRR
Nk BEEEEBEZALFENEGENEERES
mE - WERBEBRRRIINEREZ
RfRE -

BRI EEEZEMEEHERATE
BEDETAT

G

B EREIFEPOS057

FE —_T-HOF=A_-1+tH



Consolidated Statement of Profit or Loss and Other Comprehensive Income
melamEk EMEEmREER

for the year ended 31 December 2013
HE-_ZT-—=F+-"A=+—ALFE

2013
—Eg—=
RMB’000 RMB’000
AR¥T T ARBT T
Revenue A 6(a) 846,155 835,354
Cost of inventories sold EEFENA (563,690) (565,700)
282,465 269,654
Other operating income =N 6(b) 62,325 70,377
Increase in fair value of investment B 7 N BN
properties 118 10,000 31,450
Selling and distribution costs SHE R SR A (233,248) (231,341)
Administrative expenses THRAX (39,177) (38,052)
Other operating expenses H b sy (11,772) (3,036)
Operating profit 45 5 | 7 70,593 99,052
Finance cost BF TR AR 8 (8,707) (1,114)
Profit before income tax % BT 15 %4 il A 66,886 97,938
Income tax expense FriSHif = 9 (21,508) (25,650)
Profit for the year FREF 45,378 72,288
Total comprehensive income for FEXENEATE
the year 45,378 72,288
Earnings per share for profit FRAEQTEE AEMERER
attributable to the owners of the ZERAER
Company during the year 11
— Basic (RMB cents) —HARARES) 4.37 6.97
— Diluted (RMB cents) —#E(ARED) 4.37 6.97

EEFEERERQA - —2-=FFK
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Consolidated Statement of Financial Position
e SRR R

as at 31 December 2013
R_ZE—=F+=—A=+—H

y RMB’ 000
P 5E AR¥ T
ASSETS AND LIABILITIES BEERERE
Non-current assets IRBEE
Property, plant and equipment ME - BB M RE 12 94,933 90,277
Investment properties WEME 13 232,000 222,000
Prepaid land lease FEAEHAEE 14 20,642 21,035
Deposits paid and prepayments Bt e KFENFKIE 15 7,521 13,792
355,096 347,104
Current assets REEE
Inventories and consumables FERSE Ell:l]:l 17 105,552 108,619
Trade receivables U E 5Bk 18 1,588 1,813
Deposits paid, prepayments and BEffiEs - TEHITAIE&
other receivables E‘rﬁgﬁﬁuﬁz,ﬂ\lﬁ 15 46,046 52,967
Pledged bank deposits IR ERITIF 5K 19 100,000 104,826
Cash and bank balances e MIRTTA R 20 298,229 316,426
551,415 584,651
Current liabilities REBEE
Trade payables J?’Eéﬁféf%,ﬁﬁ%’\ 21 224,001 225,908
Coupon liabilities, deposits received, BZ&F - 2lizs
other payables and accruals H MR RIA R ERTE A 22 64,095 59,007
Amount due to a director FERN—ZESRIA 23 59 59
Provision for tax T TE B 7,028 5,344
Bank borrowing, secured WITER— DK 25 100,000 100,000
Promissory note payable FET AT =8 26 - 48,730
395,183 439,048
Net current assets REBEEZE 156,232 145,603
Total assets less current liabilities #AEERGESHERE 511,328 492,707
Non-current liabilities 157 1=K
Deferred tax liabilities EERIEAE 24 10,363 7,862
Net assets EEFE 500,965 484,845
EQUITY ATTRIBUTABLE TO THE AKATEE AEEES
OWNERS OF THE COMPANY
Share capital A% A 27 10,125 10,125
Reserves HiE 28 490,840 474,720
Total equity ERBE 500,965 484,845

Zhuang Lu Kun
HERE

Director

EF
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Statement of Financial Position
R AR R Z=

as at 31 December 2013
WZZE—=F+—RA=+—H

2013
—E—=

Notes RMB’000 RMB’000

B 5T AR%ET ARETTT
ASSETS AND LIABILITIES EERERE
Non-current assets kRBEE
Investments in subsidiaries RH B A B E 16 67,848 67,848
Current assets REBEE
Amounts due from subsidiaries FEUL IS B~ R F A 16 283,018 295,019
Other receivables H i pE U FRI8 19 -
Pledged bank deposits EHERRITIFHK 19 100,000 104,826
Cash and bank balances e MIRTTA R 20 5,091 171

388,128 400,016
Current liabilities REBEE
Other payables and accruals H e kB K e B A 22 568 957
Bank borrowing, secured RITIER— B IEA 25 100,000 100,000
100,568 100,957
Net current assets REEEFE 287,560 299,059
Net assets EEEE 355,408 366,907
EQUITY ATTRIBUTABLE TO THE RATEEAEGRER
OWNERS OF THE COMPANY

Share capital R 27 10,125 10,125
Reserves R 28 345,283 356,782
Total equity R 355,408 366,907

Zhuang Lu Kun
HEPE 3
Director

EF

Zhuang Pei Zhong
Hma
Director

EFE

EEFEERERQA - —2-=FFK
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Consolidated Statement of Changes in Equity
mEEREER

for the year ended 31 December 2013
BE-T-—=—F+-A=+—HALEE

Equity attributable to owners of the Company

Statutory
Share Statutory ~ welfare ~ Merger { { Retained  Dividend
capnal i profi posed
b A BERE  REE ©

RMB'000 RMBOOO RMB'000  RMB'000
/E‘m’%ﬁ%—[ AXBTTL Ft%T \ \

At 1 January 2012 N-5-"%-A-H 1012 262478 36,350 2,086 12378 6,682 (%9 93282 2067 441814
Profitand total comprehensive.  EREFIR2ENELE

income for the year = = = = = = - %8 - T8
Dividend approved for 2011~ ZE——F7BHERE  10() - - - - - - - - (927 (29.097)
Proposed finel didend for 2012 ~5-—ERARHRE  10Q) - - - - - - - 9% 2958 -
Trangfer to statutory reserve. BB ZATRE 28() - - 5,607 - - - - (5,607) - -

Lapse of share-based UBGE Ly

compensation - - - - - (5,017) - 5017 - -

At 31 December 2012 3 e ot

and 1 January 2013 k-2-=%-f-R 1012 22418 4,97 2,286 12373 1,665 (969 135672 20208 484845
Profit and total comprehensive  FREFIREANALE

income for the year - - - - - - - 45378 - 45378
Dividend approved for 2012~ —E-—%7EHERE  10() - - - - - - - - (9298 (29.259)
Proposed finel didend for 2013 ~E-=ERARERS  10p) - - - - - - - 08 08 -
Transferto Satutory resene.  EREERER 28) - -4 - - - -y - -

Lapse of share-based OB UE Y

compensation - - - - - (1,641) - 1,641 - -

At 31 December 2013 WoE-zk
t2A=1-A 10,125 252478 46,270 2,286 12,373 i (969) 157,524 20,854 500,965

64 JIAHUA STORES HOLDINGS LIMITED < Annual Report 2013



Consolidated Statement of Cash Flows
HEHERER

for the year ended 31 December 2013
HE-_ZT-—=F+-"A=+—ALFE

2013
—E—=

Notes RMB’000 RMB’000
i AR®T T ARBTT

Cash flows from operating activities REZ£EHLRE

Profit before income tax R PS8 A5 66,886 97,938
Adjustments for: AT HIBEL AR -
Depreciation of property, Y - BEREETE
plant and equipment 7 35,803 41,798
Interest income FEUA 6(b) (8,978) (7,471)
Obsolete inventories written-off and [REFEMEE K
inventories loss FEEE 7 3,425 721
Loss on disposal of property, HEME BEX
plant and equipment SAEREE 7 880 732
Amortisation of prepaid land lease TEAT -t 70 S 7 393 163
Increase in fair value of BB MENFEE N
investment properties 13 (10,000) (31,450)
Provision for closure cost R AR 7 3,000 =
Operating profit before working EEE B HALE T
capital changes 91,409 102,431
(Increase)/decrease in inventories FERSFEMREM),FHD
and consumables (358) 6,266
Decrease in trade receivables EUE 5 R RO D 225 1,092
Decrease in deposits paid, BffEe ENZRER
prepayments and other receivables HAth 8 Y SR IE R 6,921 47,157
(Decrease)/increase in trade payables JEfTE ZBEER (R4 ) /810 (1,907) 13,129
Increase/(decrease) in coupon ZEEE - BElERS -
liabilities, deposits received, o FE A FRIE &
other payables and accruals FEETE AN, (Rd) 2,088 (4,270)
Increase in amount due to a director  JEff—HE EHIEE N - 59
Cash generated from operations KEEEASIR G 98,378 165,864
Interest received B UFHE 8,978 7,471
Income tax paid BRI (17,323) (21,216)

Net cash generated from operating AR R L2 5 HER
activities 90,033 152,119

EEFEEREBRQF - —E—=FFH 65



Consolidated Statement of Cash Flows (Continued)
mEBEeRERGE)

for the year ended 31 December 2013
BE-_Z-—=F+-A=+—RILtEE

2013 2012
—E—= T

—=

Notes RMB’000 RMB’000
P E AR®T T ARETT

Cash flows from investing activities REFZENRERE

Decrease in rental deposits and THERS ARIKEYE - B

payments in advance for acquisition B K :& & H T8 FRIB R 4

of property, plant and equipment 6,271 2,427
Purchase of property, plant and BAMZE - BENEE

equipment (42,318) (54,960)
Purchase of investment properties BAKREYE - (190,550)
Payments of prepaid land lease TEfS T A E IR - (21,198)
Proceeds from disposal of property, HEME  BEMRES

plant and equipment K8 979 539
Decrease in bank deposits maturing R =1 3% 2|88 7 R 1T1E X

over three months N 45,356 13,907
Decrease/(increase) in pledged bank  E#RITEZOR A (38 0)

deposits 4,826 (104,826)

Net cash generated from/(used in) RETEHE - (HTH)
investing activities B2 FEE 15,114 (354,661)

Cash flows from financing activities REZEHHNRERE

Proceeds from bank borrowing RITIE BB RIA - 100,000
(Repayment)/proceeds from issue of 21774 H ZE

promissory notes (EBERIE), F8 378 (48,730) 48,730
Dividends paid ERE (29,258) (29,257)

Net cash (used in)/generated from BEEE () HriE
financing activities He FEE (77,988) 119,473

Net increase/(decrease) in cash and IRE&RBESZFY L

cash equivalents b/ GRd) B8 27,159 (83,069)
Cash and cash equivalents at R—BA—HWEER

1 January ReEEY 249,762 332,831
Cash and cash equivalents at R+-A=+—HHNERLE

31 December HEEEY 20 276,921 249,762
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Notes to the Financial Statements

BB ERaR MY 5
for the year ended 31 December 2013
HE-T—=F+-A=+—BLEE

GENERAL INFORMATION

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

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

The financial statements for the year ended 31 December
2013 were approved for issue by the board of directors (the
“Board”) on 27 March 2014.

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

2.1 Basis of preparation
The financial statements on pages 61 to 142 have
been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) which
collectively includes all applicable individual Hong
Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”). The financial statements
also include the applicable disclosure requirements
of the Hong Kong Companies Ordinance and the
Rules Governing the Listing of Securities on the Stock
Exchange. These financial statements are presented
in Renminbi (“RMB”) and all values are rounded to the
nearest thousand except when otherwise indicated.

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

for the year ended 31 December 2013
HE-T—=F+-A=1+—BLEE

2.

68

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1

2.2

Basis of preparation (Continued)

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

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

Basis of consolidation

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

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

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

2.3

2.4

Subsidiaries

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

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

Property, plant and equipment

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

The gain or loss arising on retirement or disposal
is determined as the difference between the sales
proceeds and the carrying amount of the asset and is
recognised in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.4

2.5

2.6

2.7

Property, plant and equipment (Continued)
Depreciation on property, plant and equipment is
provided to write off the cost less their residual values
over their estimated useful lives, using the straight-
line method, at the following rates per annum:
Leasehold building 54 years or the terms of
land use rights, if shorter

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

equipment

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

Investment properties

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

Payments for prepaid land lease

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

Impairment of non-financial assets

Property, plant and equipment, prepaid land lease,
deposits paid and prepayments and investments
in subsidiaries are subject to impairment testing.
They are tested for impairment whenever there are
indications that the carrying amount may not be
recoverable.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.7

2.8

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.

2.

2.7

2.8

BEERERAF -

FEMEEME(R)
MEBRREENKREEBH
H ] i 0] < B8 RO 7B 0 B By e R
RRAX - TRE SRS RRT
SR FERHE KA LEERE
MENRSE - FHERE
- st ERASRERATR
RIVITHISH BB R BEEN
aHE & B E N T B B9 R B A
PR RUAEHRRE -

SEHEREMS @ WEEL &
EETERORNEMEENR
ERA - A S BRIRIB L E
ERERANK/NEEAR
(Eﬂiﬁﬁﬁiﬁﬁ)ﬁ'ﬁﬁéi ©

B0 B E R TTRE A
ﬁ B RIAR & £ BAK
i TT/,H\UDJE

ﬁ?ziﬁFTH&@%%ﬁFﬁﬁmﬁ
+ Bl BRI (E
IEETE’ IﬁééﬂﬁﬁﬁT SiRA
i 4 RE R R (ELJES 18 T 7B 7 A BR
[CEEN:®iN-E%: i

HEERE
MBHRERAARBIIE(EIR
RARBIWINEEER) o

BAZ?G‘E’E%;HJ(%UEM%%%
 ERSNEETIR IR
?&% BRI EREXBENX
1%'J‘§‘§EH’JIJJ§EE‘T¢?% ° REE
LM\\%&HEE‘JT%E?&
%fﬂzﬁzEZEiEl’JETTﬁ ESF
Bz ix%&ﬁ#&iﬁi%ﬁﬁ“
HEREERBBEELMNINE
Wat MR - RIBas T HER -

TER-ZEFR 7



Notes to the Financial Statements (Continued)
B RS ER R B = (48D

for the year ended 31 December 2013
HE-T—=F+-A=1+—BLEE

2.

72

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.8

2.9

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 customers. This is usually taken as the
time when the goods are delivered and the
customers have accepted the goods;

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

JIAHUA STORES HOLDINGS LIMITED < Annual Report 2013

2.

FESHBEMEE)
2.8 NEBE(E)

2.9

BINEE LA ERIFEH
HEHAEHMBKRE -

REZEMBRERA - BINER
B & (85I B %5 3k (JRSEIA A
FINAEEZ7ERNERZ
INEBMERARYE - BER
BEERKRE BOBHERE
BERARY - WARRXER
R 5 BHERLMERNRE
H P 3f 48 B8 KR 1 Bl A P15 B
RBERARYE - AEFE
R ERRE M2 W A
R WS T A BE X i 1R 08
MRET e

EHEBINEBR - ZFER
EZRBNBEAETHOR/H
EREREBRN—E D

WA TSR
WABREEEmREMAL
ERARENE ERIUF S K
BB M B ERRERNAF
B - MEREEEFTIETE
BN DA ERAAEE - A
BERT SERT U AR (fis i
) - AR T EERER

(i) HEEMNEERNE
RNERRkEHEEEE
FR#ER - t—RIER
mefMEMEFPEERA

Ed= += .
Em ko

(i) BEHEMEIINHEM
JE5 &0 3 6 78 an B R AR



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

for the year ended 31 December 2013
HE-Z—=F+-A=+—HIHFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

2.9

2.10

Revenue recognition (Continued)

(i)

(iv)

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

Rental income under operating leases is
recognised in accordance with note 2.10 (iii);
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.

(1)

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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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.10 Leases (Continued)

(i)

(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 terms on the same
basis as the rental income.

Rental income from operating leases is
recognised in profit or loss on a straight-line
basis over the periods covered by the lease
terms, except where an alternative basis is
more representative of the time pattern of
benefits to be derived from the use of the
leased asset. Lease incentives granted are
recognised in profit or loss as an integral part
of the aggregate net lease income receivable.
Contingent rentals are recognised as income
in the accounting period in which they are
earned.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. ITESHKBEME(H)
POLICIES (Continued)
2.11 Inventories and consumables

211 FERZ#EM

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.

Accounting for income taxes
Income tax comprises current tax and deferred tax.

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

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

An exception to the general requirement on
determining the appropriate tax rate used in measuring
deferred tax amount is when an investment property
is carried at fair value under HKAS 40 “Investment
Property”. Unless the presumption is rebutted, the
deferred tax amount on these investment properties
are measured using the tax rates that would apply on
sale of these investment properties at their carrying
amount at the reporting date. The presumption is
rebutted when the investment property is depreciable
and is held within a business model whose objective
is to consume substantially all the economic benefits
embodies in the property overtime, rather than through
sale.

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

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

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

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

POLICIES (Continued)

2.12 Accounting for income taxes (Continued)
Current tax assets and current tax liabilities are

presented in net if, and only if,

(@) the Group has the legally enforceable right to

(o)

set off the recognised amounts; and

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

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

(i) the same taxable entity; or

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

2.13 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.14 Financial assets

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

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

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

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

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

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. Loans and receivables
are subsequently measured at amortised cost using
the effective interest method, less any impairment
losses. Amortised cost is calculated taking into
account any discount or premium on acquisition and
includes fees that are an integral part of the effective
interest rate and transaction cost.
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Notes to the Financial Statements (Continued)
MR ER R B aE (48D

for the year ended 31 December 2013
HE-T—=F+-A=+—BLEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. ITESHKBEME(H)
POLICIES (Continued)
2.14 Financial assets (Continued)

214 TREEE)

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;

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

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

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

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

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.
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Notes to the Financial Statements (Continued)
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for the year ended 31 December 2013
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2.

80

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.14 Financial assets (Continued)

Impairment of financial assets (Continued)
If any such evidence exists, the impairment loss is
measured and recognised as follows:

Loans and receivables

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

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 of the period in which the reversal occurs.
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Notes to the Financial Statements (Continued)
B IR R M EE (48)
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.15

2.16

Share capital

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

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

Financial liabilities

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

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

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

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

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

The effective interest method is a method of
calculating the amortised cost of a financial asset
or financial liability and of allocating interest income
or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts
estimated future cash receipts or payments through
the expected life of the financial asset or liability, or
where appropriate, a shorter period.
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82

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

217

2.18

JIAHUA STORES HOLDINGS LIMITED

Coupon liabilities

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

Provisions, contingent liabilities 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.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.19 Related parties
A person or a close member of that person’s
family is related to the Group if that person:

(@)

(i)

(if)

(ii)

has control or joint control over the
Group;

has significant influence over the
Group; or

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

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

(i)

(ii)

(iv)

(vi)

(vii)

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

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

Both entities are joint ventures of the
same third party.

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

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

The entity is controlled or jointly
controlled by a person identified in (a).

A person identified in (a)(i) has
significant influence over the entity
or is a member of key management
personnel of the entity (or of a parent of
the entity).
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

219

2.20

JIAHUA STORES HOLDINGS LIMITED

Related parties (Continued)

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

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

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

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

Employee benefits

Short-term employee benefits

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

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

Retirement benefits

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

2.20 Employee benefits (Continued) 2.20 EEBEF (&)

Retirement benefits (Continued)

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

Capitalisation of borrowing costs

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

Government grants

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

Segment reporting

The Group identifies operating segments and
prepares segment information based on the regular
internal financial information reported to the executive
directors for their decisions about resources
allocation to the Group’s business components
and for their review of the performance of those
components. The business components in the
internal financial information reported to the executive
directors are determined following the Group’s major
operations.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
2.24 Share-based payments

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

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

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

At the time when the share options are exercised, the
amount previously recognised in share option reserve
will be transferred to share premium. After vesting
date, when the vested share options are forfeited or
are still not exercised at the expiry date, the amount
previously recognised in share option reserve will be
transferred to retained profits.
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Notes to the Financial Statements (Continued)
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3. ADOPTION OF NEW AND AMENDED
STANDARDS

(a)

(b)

Adoption of new/revised HKFRSs - first
effective on 1 January 2013

In the 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 2013:

Presentation of ltems of Other
Comprehensive Income
Offsetting Financial Assets and

Amendments to
HKAS 1 (Revised)
Amendments to

HKFRS 7 Financial Liabilities
HKFRS 10 Consolidated Financial
Statements
HKFRS 13 Fair Value Measurement

Amendments to Government loans

HKFRS 1

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

New/revised HKFRSs that have been issued
and have been early adopted

Amendments to HKAS 36 — Recoverable Amount
Disclosures

The amendments limit the requirements to disclose
the recoverable amount of an asset or cash
generating unit (“CGU”) to those periods in which an
impairment loss has been recognised or reversed,
and expand the disclosures where the recoverable
amount of impaired assets or CGUs has been
determined based on fair value less costs of disposal.
The amendments are effective for annual periods
commencing on or after 1 January 2014. The Group
has early adopted the amendments to HKAS 36 in the
current period.
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3.

88

ADOPTION OF NEW AND AMENDED
STANDARDS (Continued)

(c)

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

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

Amendments to
HKAS 32

Offsetting Financial Assets and
Financial Liabilities'

Amendments to
HKFRSs

Annual Improvements
2010-2012 Cycle®

Amendments to
HKFRSs

Annual Improvements
2011-2013 Cycle?

HKFRS 9

Financial Instruments

i Effective for annual periods beginning on or after 1 January

2014

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

8 Effective for annual periods beginning, or transactions

occurring, on or after 1 July 2014

The directors anticipate that all of the
pronouncements will be adopted in the Group’s
accounting policy for the first period beginning after
the effective date of the pronouncements. Information
on new and amended HKFRSs that are expected to
have impact on the Group’s accounting policies is
provided below. The directors are currently assessing
the impact of other new and amended HKFRSs upon
initial application but are not yet in a position to state
whether they would have material financial impact on
the Group’s results and financial position.
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3. ADOPTION OF NEW AND AMENDED 3. FHAHITREEITER (H)
STANDARDS (Continued)
(c) New/revised HKFRSs that have been issued (c) CHEMENKERDH

but not yet effective (Continued)

Amendments to HKAS 32 - Offsetting Financial
Assets and Financial Liabilities

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

HKFRS 9 - Financial Instruments

Under HKFRS 9, financial assets are classified into
financial assets measured at fair value or at amortised
cost depending on the entity’s business model for
managing the financial assets and the contractual
cash flow characteristics of the financial assets. Fair
value gains or losses will be recognised in profit or
loss except for those non-trade equity investments,
which the entity will have a choice to recognise
the gains and losses in other comprehensive
income. HKFRS 9 carries forward the recognition,
classification and measurement requirements for
financial liabilities from HKAS 39, except for financial
liabilities that are designated at fair value through
profit or loss, where the amount of change in fair value
attributable to change in credit risk of that liability is
recognised in other comprehensive income unless
that would create or enlarge an accounting mismatch.
In addition, HKFRS 9 retains the requirements in
HKAS 39 for derecognition of financial assets and
financial liabilities.
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4.

90

ZFt-A=f—ALFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

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

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

Depreciation

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

Inventory valuation

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

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

Impairment of receivables

The management review receivables on a regular basis to
determine if any provision for impairment is necessary. This
estimate is based on the credit history of its customers,
past settlement and industry practice and current market
conditions. Management reassesses the impairment of
receivables at each reporting date.
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4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

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.

Deferred tax liabilities

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

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

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

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

o Level 2: Observable direct or indirect inputs other
than Level 1 inputs;

o Level 3: Unobservable inputs (i.e. not derived from

market data).
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Fair value measurement (Continued)

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

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

SEGMENT INFORMATION

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

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

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

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

Information about a major customer

There was no single customer that contributed to 10%
or more of the Group’s revenue for the year ended 31
December 2012 and 2013.
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6. REVENUE AND OTHER OPERATING INCOME 6. WARHMEZERKA

(@) Revenue (@ WA
The Group is principally engaged in operation and AEBTBEEAKLTRSIE
management of retail stores and wholesale of TEERMBESES - WA
consumables. Revenue, which is also the Group’s (AR EE s &) ey

turnover, represents invoiced value of goods sold, net

of value added tax (“VAT”), and after allowances for BB ED (RER]) &

returns and discounts; rental income and the value RERFTMEFNERE X
of services rendered. Revenue recognised during the LS A R AR AR 7 8
year is as follows: Bl - FRRERNBALAT :

2013 2012
—E—= —E——4F

RMB’000 RMB’000
ARBTR ARBTT

Sales of goods HEEM 685,619 685,612
Commissions from EEHEMGSHS
concessionaire sales 119,735 109,154
Rental income from sub-leasing HIEEFRYEHRS KA
of shop premises 40,002 40,588
Rental income from investment KEMFENRSHA
properties 799 -
846,155 835,354
(b)  Other operating income (b) HpgEWA
An analysis of the Group’s other operating income is REFHMKEUW A Z DH a0
as follows: -

2013 2012
—EB—=F —E——4F

RMB’000 RMB’000
ARBTR ARBTT

Interest income FEUA 8,978 7,471
Net exchange gain fEH 1555 504 -
Government grants (note) B ak (B E) 51 275
Administration and management 2K B { & AU 1T &
fee income from suppliers EEEUWA 41,704 45,726
Income from the management REBERERZBA
of the stores 770 1,408
Others Hip 10,318 15,502
62,325 70,377
Note:  Various local government grants have been granted to Mizr: BE_T——_FR-ZT—=F
a subsidiary of the Group during the years ended 31 +—B=+—HIEE K&
Decgmber 2012land 2013. Thgre were no unfulfilled E— B A SR ESIE N
conditions or contingencies attaching to these government

TR RBRE - 5% S5 IR 478 B 00 f
P CEART AR A A R A SR BT 75

grants.
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7.

OPERATING PROFIT

Operating profit is arrived at after

e MEHRR, (FEA)

R RA

2013
—E—=F

RMB’000
ARET T

2012
T4
RMB’000
ARET T

charging/(crediting): LATRIEE - )
Cost of inventories sold recognised BRAERTNEEFEKA
as expense 563,690 565,700
Auditor’s remuneration TE 808 713
Amortisation of prepaid land lease &+ b 7R 5 58 5 393 163
Depreciation of property, plant and ME - BB MRIETE
equipment 35,803 41,798
Net exchange (gain)/loss b3 (W) /B8 3 5 (504) 388
Loss on disposal of property, HEWE - BE KX EEIE
plant and equipment* 880 732
Operating lease rentals in respect of ~ ti RIEFTHLEHEHS
land and buildings 57,090 59,068
Obsolete inventories written-off* MR EF S 3,022 256
Provision for closure cost* RERAARR G 3,000 -
Compensation of closure cost* R AR E 2,000 -
Inventories loss GFEEE 403 465
Loss on deregistration of a subsidiary — KB 2 B MM 2 E518 51 -
Staff costs, including directors’ BINRA  BEEENE
emoluments (note 30(a)) (Mi5E30(a))
Salaries and other benefits Se& R EMER 80,458 77,135
Contributions to pension schemes  EKS st 2|5k 9,858 7,554
90,316 84,689
and crediting: REFA :
Rental income from investment wEMFEZASWA
properties 799 =
Sub-letting of stores SIS
— Base rents —EAHE 35,850 35,374
- Contingent rents ** — SRR 4,152 5,214
40,002 40,588
Total gross rental income BHES WA 40,801 40,588
Less: Outgoings B X (14,099) (10,488)
Net rental income FHESUA 26,702 30,100
Notes: B EE
* The Group has closed down a loss-making store in July 2013. These AEBER-_ZT—=FtABMA—FE
amounts include the provision for closure cost, loss on disposal SEERBZEMS ZSHERIEZ
of property, plant and equipment, compensation of closure cost, EREMAER 2 ERKAEE HE
obsolete inventories written-off of approximately RMB3,000,000, ME - WMERREZEBIE - &RARN
RMB735,000, RMB2,000,000 and RMB2,748,000 respectively. BERMEBRELS  » R AR
3,000,000 7T #735,0007C © A
[ #2,000,000 A R #52,748,000
=0
25 Contingent rents are calculated based on a percentage of the 2 AR HIRERERRIZASHEA
relevant sales of the tenants pursuant to the rental agreements. HEMNETADLTE -

94 JIAHUA STORES HOLDINGS LIMITED < Annual Report 2013



Notes to the Financial Statements (Continued)
MR ER R B aE (48D

for the year ended 31 December 2013
HE-_ZT-—=F+-"A=+—ALFE

8. FINANCE COST

Interest charged on: FLA T ZATHFE -
Imputed interest expense on FERTEHE BB

8. H¥EHR

2013
—E—=F

2012
—E——4F
RMB’000
AREFT

RMB’000
ARBFR

promissory note payable RRETF BRI 2,215 1,114
Interest expense on revolving loan BIREFMNEFRX 1,492 -
3,707 1,114

9. INCOME TAX EXPENSE

9. FMBEHMAX

2013

—Eg—=

RMB’000
ARBT R

RMB’000
ARETT

Current income tax ENEAFT1S
- PRC enterprise income tax — B EEPRET 15,193 17,788
- PRC withholding income tax — B FEHI PR HY 3,814 -
Deferred tax (note 24) EERIA (M 5E24) 2,501 7,862
21,508 25,650

The Group is not subject to any taxation under the
jurisdiction of the Cayman Islands and British Virgin Islands
during the year (2012: Nil).

No provision for Hong Kong Profits Tax has been made as
the Group had no estimated assessable profits in Hong Kong
for the year (2012: Nil).

Subsidiaries of the Company established in the PRC were
subject to PRC enterprise income tax at the rate of 25% for
the year under the income tax rules and regulations of the
PRC (2012: 25%).

Pursuant to the Detailed Implementation Regulations for
implementation of the new Corporate Income Tax Law of
the PRC issued on 6 December 2007, a 10% withholding
income tax shall be levied on the dividends remitted by
the companies established in the PRC to their foreign
investors starting from 1 January 2008. Dividends declared
or proposed out from the profits generated by the PRC
companies after 1 January 2008 shall be subject to this
withholding income tax.

AEERFRBERNEANHAEHRS
FPEBEZEERAERNFREAE(Z
T—ZF ) o

HRAKERFALEKQFEHNG
ELBE(=FT——F &) -

AR E MR B Z B A RR
REZARE P BEFTSEHAEE KA
Bo5% T RMMP BRI EMERH (=
T——F 1 25%)

BER—ET EE+ = BA BB
3T b R AT S BR R AED] - i —
TT)\F—F—BiE - BHERER
ST A RSN A B B RAAR 8.
Bl 10% MFBMFTSH - R—ZE
F—A— Bk - UREATEEN R
RIS R 5 R AR 8 B A TR I
FT18HE -
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9. INCOME TAX EXPENSE (Continued) 9. B (1E)
Reconciliation between income tax expense and accounting RERARRAENREHR Y HEE st
profit at applicable tax rates: i A2 AR

2013 2012

=iE== —E——F

RMB’000 RMB’000

ARET T ARET T

Profit before income tax % BT 18 %54 il A 66,886 97,938
Tax on profit before income tax, BRETISTLA S A BB IE - 1%

calculated at the rates applicable BT R AR & A E

to profit in the tax jurisdictions AW ETE

concerned 16,745 25,162
Tax effect of non-deductible expenses 7~ A 1% 5 3% () i 745 o 2 2,132 1,929
Tax effect of non-taxable income BEFRIRANTR G E (1,461) (1,891)
Effect of withholding income tax on AEB T BB AR EHS

distributable profits of the Group’s TKom M B FBHIFT S i &

PRC subsidiary 3,814 -
Tax effect of tax loss not recognised AR FERF A ET18 TR 15 57 £ 905 450
Tax loss utilised BEER 2 BiEEE (627) -
Income tax expense FTiS i 21,508 25,650

10. DIVIDENDS 10. K2
(@) Dividends attributable to the year (@ AFEREMLEKRE

2013

2012

—EB-—=%F

RMB’000
ARET T

—E——4F
RMB’000
AREET T

Proposed final dividend for the year H#E —ZT—=F+—_F7
ended 31 December 2013 of =+ —RBIEFERIRAKE

approximately RMB2.01 cents IR EFREBIROARE
per ordinary share 2019 (ZFE—=F: A
(2012: RMB2.82 cents) Ri#2.82%) 20,854 29,258

W& HRER TR RIS I B
AREAREANAE  BERRA
ZEENRERBNDL -

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 profits for that year.

96 JIAHUA STORES HOLDINGS LIMITED < Annual Report 2013



Notes to the Financial Statements (Continued)
MR ER R B aE (48D

for the year ended 31 December 2013
HE-_ZT-—=F+-"A=+—ALFE

10. DIVIDENDS (Continued)
(b) Dividend attributable to the previous year,
approved and paid during the year

Final dividend in respect of the

10. RE (&)
(b) FAMAERIRMSH LEEE
EEERE

2013
—E—=

2012
—E——F
RMB’000
ARET T

RMB’000
ARET T

ERFERIEE

previous year, of RMB2.82 cents &R EBIRARE2. 825
per ordinary share
— Approved during the year — FAHE 29,258 29,257
— Paid during the year — F AR (29,258) (29,257)
11. EARNINGS PER SHARE 11. BRER

The calculation of basic earnings per share is based
on the profit attributable to owners of the Company of
approximately RMB45,378,000 (2012: RMB72,288,000)
and the weighted average number of approximately
1,037,500,002 (2012: 1,087,500,002) ordinary shares in
issue during the year.

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

EREARNBFNEZERNAIREES A
FE 15 B ) 4 A B # 45,378,000 7T
—T——4: AR#¥72,288,0007T)
FEABETERBRMEFSELD
1,037,500,002 f% ( — & — — 4 :
1,037,500,0020% )5t & o

HRARB HARITERREZTEE
BRFRFHHE  RERESEH
HERERBMERRFRLER
BEEE N &R -
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12. PROPERTY, PLANT AND EQUIPMENT - 12. ¥¥ - - BERRE —FEE

GROUP
Motor Furniture,
Leasehold Leasehold Plant and vehicles  fixtures and
building improvements  machinery and tools  equipment
‘ %8 $ER
HERT HENXLE HERME  RERIA By
RMB'000 RMB'000 RMB000 RMB'000 RMB'000
ARETRT  AREBTT  ARETR  ARETT  ARETR
At1 January 2012 R=-%-2%-F-H
Cost B - 161,309 20,210 11,379 98,394 286,292
Accumulated depreciation ZithE = (115,357) (10,27) (8,004) (75,711)  (209,399)
Net carrying amount RERE - 45,952 9,973 3,285 17,683 76,893
Net carrying amount FEFE
At 1 January 2012 RZE-—%-f-H - 45,952 9973 3,285 17,683 76,893
Additions AE 32,085 16,777 474 866 6,301 56,453
Disposals HE = = (161) (130) (980) (1,271)
Depreciation Vil = (32,985) (2,003) (1,292) (5,518) (41,79)
At 31 December 2012 R=B-—%#+-f=1-H 32,035 29,744 8,283 2,129 17,486 90,217
At 31 December 2012 and R-E-—#+-B=t-HER
1 January 2013 “2-Z%£-5-A
Cost AR 32,035 178,086 19,934 11,94 95,861 337,857
Accumulated depreciation 23 - (148,342) (11,651) (9.212) (78,375) (247,580)
Net carrying amount RERE 32,035 29,744 8,283 2,729 17,486 90,277
Net carrying amount REFE
At 1 January 2013 R-8-Z%-f-H 32,035 29,744 8,283 2,729 17,486 90,277
Additions AE - 30,617 670 861 10,170 42,318
Disposals e = - M) (451) (1,397) (1,859)
Depreciation i (663) (26,831) (1,900) (818) (5,691) (35,803)
At 31 December 2013 RZB-Z£+-A=1-H 31,472 33,530 7,042 2,321 20,568 94,933
At 31 December 2013 R=8-ZF+=A=+-H
Cost AR 32,035 208,703 20,374 11,703 102,119 374,934
Accumulated depreciation 2iE (569) (175,173) (13,332) (9,382) (81,551) (280,001)
Net carrying amount REFE 31,472 33,530 7,042 2,321 20,568 94,933
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12.

13.

PROPERTY, PLANT AND EQUIPMENT -
GROUP (Continued)

At as 31 December 2013, the Group’s leasehold buildings
carried at cost were situated in the PRC (2012: PRC) and are
held under medium term lease (2012: medium term lease).

Depreciation charges incurred for the year were recognised
in the consolidated statement of comprehensive income
as “selling and distribution costs” and “administrative
expenses” amounted to approximately RMB35,664,000
(2012: RMB41,509,000) and RMB139,000 (2012:
RMB289,000) respectively.

INVESTMENT PROPERTIES - GROUP

12.

13.

ME BEERSZE-XKHE
(%)
R-E—=F+-"A=+—H &&
BEIZ S BRAEEFARFRE(Z
T——F ) - WEFEBAO(Z
T——F : PHEN)REA -

FREENTELHERGEEZAEK
R THEERDHEAA K [1THEH
Y 1o RIRER 4 A R #35,664,0007C
(ZZ——%F : AR¥41,509,0007T)
B AR¥A139,000c(ZF——F : A
R #289,0007T) °

REVNE-FEE

2013 2012

—E—= —E——F

RMB’000 RMB’000

ARET T ARET T

At beginning of the year F 1) 222,000 -

Additions NE - 190,550
Increase in fair value of investment B YEE N AN

properties 10,000 31,450

At end of the year FR 232,000 222,000

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

The fair value of the Group’s investment properties as at 31
December 2012 and 2013 were arrived at on the basis of a
valuation carried out at the date by B.l. Appraisals Limited
and Shing Yin Appraisal Limited respectively. Both of the
valuers are independent qualified professional valuers not
connected to the Group and are members of the Hong
Kong Institute of Valuers, have appropriate qualifications
and recent experience in the valuation of properties in the
relevant location. The revaluation gain is recognised in profit
or loss for the years.

(3

REMERBRDRES WA MEFE R
REPEEFREEL - MEAEL
b 9 BAR 08 — BN F B o

FEEREMER TR %
—ZHE+-_A=+—HBNQTFE T}
ERNRABERFHEBR AR &BOTAE
BERAFDAINZAETHMEEZ
B HY QRS ERERENEY
BERBEXMAERN  AEBAEEMA
SMKE  WABHABLRYE
ZEBERPAORER - FA - Eff
WK B R o
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for the year ended 31 December 2013
BE_T—=F+-A=+—HItFE

13. INVESTMENT PROPERTIES - GROUP 13. BEYXE-AEE(HE)

(Continued)

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

Fair values of investment properties is determined using the EMENANFENGEREAN LIRS
direct capitalisation method by capitalising the rental income A (HAEDENESRKRAE HBE
derived from the existing tenancies with due provision for the BERNY)VEANHEESWAEAEESR
reversionary income potential of the properties. The fair value MMEEETE - AV E=EmSEE A
measurement is positively correlated to the market monthly TSR IELL - M B E ARk =R Bl
rental rate and negatively correlated to capitalisation rate. £t o

Valuation Significant unobservable
techniques inputs

fRERT EREZBRE2ERBA

As at 31 December 2013

R=-ZB-=%+=A
=+-8
Investment properties Direct capitalisation Market monthly rental rate RMB80 to
method taking into account of RMB270
individual factors such as
location, environment, age,
accessibility, floor, size. etc.
(RMB/sg.m)
KEME BEEERE misEAHETRILE - R’IE - ARMBOTLE
BEe - AEN - BE - RITE AR¥2707T
AREE (AR¥E TEHXK)
Capitalisation rate of reversionary 4% to 5%
income
L NG N s = 4% to 5%
There were no changes to the valuation techniques during F R ER ML A EE) o
the year.
The fair value measurement is based on the above NEEFEDNER LAY ESEITE
properties’ highest and best use, which does not differ from T FER(EEERBRER) -

their actual use.
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14. PREPAID LAND LEASE - GROUP 14. BT HE-EEE

2013
—E—=

RMB’000 RMB’000
ARET T ARETT

At beginning of the year F14
Cost AN 21,198 =
Accumulated amortisation Rt (163) -
Net carrying amount AR FE 21,035 -
Net carrying amount REFE
At beginning of the year £ 21,035 -
Additions NE - 21,198
Amortisation BE (393) (163)
At end of the year FR 20,642 21,035
At end of the year FXR
Cost B 21,198 21,198
Accumulated amortisation RETEEH (556) (163)
Net carrying amount R A 20,642 21,035
The Group’s prepaid land lease is situated in the PRC which REFBBEMN LB EMRAFRE - WL
is held under medium term leases. FREAFR LSS -
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15. DEPOSITS PAID, PREPAYMENTS AND 15. B{{#% - AN XERHEME
OTHER RECEIVABLES - GROUP W - AEE

2013 2012
—E—= —E——4F

RMB’000 RMB’000
AR®T R ARETTT

Non-current assets FREBEE
Deposits paid and prepayments B RIE R IE
— Rental deposits —Heke 7,521 8,670
— Payment in advance for acquisition ~ —UsBEWI ¥ - BKE &R
of property, plant and equipment TET IR - 5,122
7,521 13,792
Current assets REEE
Deposits paid BEffiES 5,179 3,940
Prepayments TR RIR 17,370 14,888
Advances to suppliers Ia) it FE R # 2k 2,839 8,390
Amounts due from the disposed JEU H & 2 BB A Al 8
subsidiaries 52 607
Other receivables (note) H b prUs k8 (M aE) 20,606 25,142
46,046 52,967
Note:  Included in the balance was input VAT receivable of approximately ek : #grRER_ZT—=%+_-A4

RMB15,592,000 as at 31 December 2013 (2012: RMB16,526,000).
Input VAT arose when the Group purchases products from suppliers
and the input VAT can be deducted from output VAT on sales.

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

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.

JIAHUA STORES HOLDINGS LIMITED < Annual Report 2013
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16. INTERESTS IN SUBSIDIARIES - COMPANY

16.

REBRARNER - AQF

2013
—E—=
RMB’000 RMB’000
AR¥ET T AREET T
Investments in subsidiaries R E AR E
Unlisted shares, at cost IE LR - AR 67,848 67,848
Amounts due from subsidiaries JE U BT 8~ B FRIE 283,018 295,019

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

repayable on demand.

Details of the subsidiaries are as follows:

Place of
incorporation/
establishment and
legal form of entity

MR/ R B R
HEARH

Company name

DRER

Forever Prosperity International British Virgin Islands, limited

Company Limited liability company (“US$”) 20
KERERBRAA RERAES  BREAAR  20Fn(ER))
Ding Xin Investment Company Hong Kong, limited liability Hong Kong Dollars

Limited company (*HK$”) 0.1
SHRERRAA Bk AREARR 0.1 (BT
Heng Run Xin Investment Company ~ Hong Kong, HK$10,000

Limited limited liability company 10,000/ 7T
EREREBRAR E#  AREARA
Shenzhen Ding Xin Department The PRC, limited liability RMB5,000,000

Stores Company Limited company AR 5,000,000
RS BEERDA HE - FREELA
Shenzhen Commercial Investment The PRG, limited liability RMB2,000,000

Management Limited (note (i) company AK%2,000,0007C
AMBEZRXRATEARAA  HE - BRACAF

(F3E()

BJH Department Stores The PRG, limited liability RMB220,400,000
AT aEERSRRAR company AR #220,400,0007C

HE - ARAERA

Particulars of

issued share/paid-up

registered

capital
BRTRG/
ERREMERFHE

United States Dollars

FEU P B A R IR B RBRIA LY -
REEE  RERBREREER -

B A TREMT :

Percentage of interest Principal activities and
held by the Company place of operations
ARNAREREASL TEEBREEHH
Directly Indirectly

i M

100% = Investment holding
in Hong Kong
REBETRERR
= 100%  Investment holding
in Hong Kong
REBETRERR
= 100%  Dormant

TEEE

- 100%  Dormant

TEXE

- 100%  Dormant

TEXE

= 100%  Investment holding
and operation and
management of retail
stores in the PRC
R EETRERR R
MEREBTER

EREEBRARAT - —F-=FFH 103
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16.

INTERESTS IN SUBSIDIARIES - COMPANY 16.

(Continued)

Company name

ARER

Place of
incorporation/
establishment and
legal form of entity

EMAL/ I BER
HEARH

Particulars of

issued share/paid-up
registered

capital

BRTREG
ERREMERFHE

Percentage of interest
held by the Company
ARRBEREADL

Principal activities and
place of operations

Directly Indirectly
B# i

Guangxi Baijiahua Department The PRC, limited liability RMB10,000,000 = 100%  Operation and

Stores Company Limited company AK%10,000,0007T management of retail
ERAEZEREERAT HE - BREERT stores in the PRC

KRR BERTER

Hunan Baijiahua Department Stores  The PRC, limited liability RMB5,000,000 - 100%  Dormant

Company Limited (note (ii) company AR5,000,0007T EmE
HREEEERSARAR (M)  +E - BEREAERA
Yunnan Baijiahua Department The PRC, limited liability RMB10,000,000 = 100%  Dormant

Stores Company Limited company AE#10,000,0007T TEE

EHBEEREARLH TE - ARAAAT

LB ARMNA KRR ATE)
PIRER,SEBFEREBEEL
ERREAMELAERAREX -

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

None of the subsidiaries had issued any debt securities at RER - HENB R B ITEEES

the end of the year. Bo5 o
Notes: Bt
i) On 10 July 2013, the Group incorporated a new wholly-owned (i) R=-ZT—=FtA+AH AEEZEM

R —FMMEERBARRITE
EEBEREEREERAF -

subsidiary, Shenzhen Commercial Investment Management Limited
(RIITEEEREREERARRQA).

R-ZZE—Z=F+A+HA  AEEH
HEMAEZEWNBRRAPEEEER
ERERRAA -

FERZFER -FEH

(i) On 15 October 2013, the Group deregistered its wholly-owned (if)
subsidiary, Hunan Baijiahua Department Stores Company Limited (4]

HMEEEAEARAAE).

17. INVENTORIES AND CONSUMABLES - 17.

GROUP
2013 2012
RMB’000 RMB’000
AR¥ T AREFIT
Merchandise for resale e g 100,666 102,894
Low value consumables KESESR 4,886 5,725
105,552 108,619
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18.

TRADE RECEIVABLES - GROUP

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

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

18.

BUWEZERER—FEEH
BRETRCEEFPELN SRR
% AERMEERBEEENES
WA REBAAHEY AR EHE
T -BETUHEEPIERNEED—
RE—Z=@AH -

AEBERKEZRFIIZER R HNE
A

2013 2012
—E—= —E——4F
RMB’000 RMB’000
AR%T R AR¥ET T
Within 30 days 30HA 1,389 1,533
31-60 days 31260H 76 85
61-180 days 612180H - -
181-365 days 181£365H - 72
Over 1 year —F AL 123 123
1,588 1,813
Impairment of trade receivables is established when there WBEBEBERTASEFEEER
=h

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.

Impairment losses in respect of trade receivables are
recorded using an allowance account unless the Group is
satisfied that recovery of the amount is remote, in which case
the impairment loss is written off against trade receivables
directly. There was no allowance for impairment loss as at 31
December 2013 (2012: Nil).

(3

J& W R TR IR TE F Bk |1 AR B B B R
R RIEERKEZERAEREE - R
PUNEESEDN N ST i
RRIABAR B E 5 BR R E R E R
BE - AEBMARKEZEREE
ma = E HERERR

JEWE 5B ZBIEE BB ERT
8 BRIEAEER AL Z AU E
B RIEER T REBBEER
BB ZEZME RZT—=F
+ - A=+—BXERBAESEEL
BE(ZE——F  E)-
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18.

106

TRADE RECEIVABLES - GROUP (Continued)
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:

18.

B E 5 RR —ANEE (&)
RiE B BB SR E RN HRE R
B8 BB R E B AN R E R W E 5 Bk
RIRBIH B ORRE DA T

2013 2012

—E—= T4

RMB’000 RMB’000

AR¥T T ARETTT

Neither past due nor impaired A BRI E 1,465 1,618
1-30 days past due #HAI1 =308 - =
31-180 days past due #EI31£180H - 72
181-365 days past due #wH181%E365H 123 123
1,588 1,813

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.

JIAHUA STORES HOLDINGS LIMITED < Annual Report 2013
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19. PLEDGED BANK DEPOSITS - GROUP AND
COMPANY

—2—=
RMB’000
AR®T R

Bank deposits pledged FEUSE1TE ZK T

against a bank loan, #1777 -
included under current =t AGRBIEE

assets

Group
TEE
2013

100,000

19. EEARTER-AKERK

A

Company
BN
2013
—E—=
RMB’000
AR¥T T

2012
—E——4F
RMB’000
ARET T

2012
—E——4F
RMB’000
ARET T

104,826 100,000 104,826

As at 31 December 2013, pledged bank deposits
are all denominated in RMB, of which an amount of
RMB100,000,000 bore interest at fixed rate of 0.7% per
annum and have a maturity date on 2 January 2014. The
Group further renewed the pledged bank deposits on 2
January 2014, of which an amount of RMB100,000,000 bore
interest at fixed rate of 3.1% per annum and have maturity
period of 1 year.

As at 31 December 2012, pledged bank deposits
are all denominated in RMB, of which an amount of
RMB99,900,000 bore interest at fixed rate of 3.1% per
annum and have maturity period of 1 year.

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

As at 31 December 2012 and 2013, all the pledged bank
deposits have been pledged to secure the bank borrowing of
the Group (note 25).

R-E—=F+-A=+—8" A
BEEFRTERAAREE - &
AR#100,000,000701%0.7 2 & & F
FF XS  BHE AT —NF—
A-H - A&EBEER_Z—NEFE—HA
“HYEZEEERRTERES - A
R #100,000,000703%3.1[E ) [E & F
FEFE - BHAR—F -

RN-ZE——F+-_A=+—8 A
BEEFRTETAAREE - &9
A R #99,000,0007T#3.1 E K E E
FREFE - FHAAE—F -

EERR EROTFEFNREER
RHENRE - RERZFFHEVB
RHITE -

NZE——FR_T—=%F+_A
=+—8 BEEFmAESEMET
GRIEARNEERITEENER
(Hi3E25) »
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20. CASH AND BANK BALANCES - GROUP AND 20.

COMPANY

BERBTHEB-FKERS
N

Group Company

&M

2013

—2—=
RMB’000
AR®TR

Cash at banks and in  $R1T R FoEHE &

AAT
2012 2013 2012

—T——F =ZE—= —E——4F

RMB’000 RMB’000 RMB’000

ARETT AR®TR ARETT

hand 203,421 125,460 5,091 171
Bank deposits maturing %=1 B A2 2880

within three months RITTER 73,500 124,302 - -
Cash and cash RERERNEASR

equivalents for the ReEEY

purpose of statement

of cash flows 276,921 249,762 5,091 171
Bank deposits maturing 7 =1E A 14 2| HAH9

over three months SRITTERK 21,308 66,664 - =

298,229 316,426 5,091 171

The Group had cash and bank balances denominated
in RMB of approximately RMB294,233,000 (2012:
RMB316,241,000) 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 2013 (2012: Nil).

The cash at banks bore interests at floating rates based on
daily bank deposit rates. Certain bank deposits bore interest
at floating rates with effective interest rates at 31 December
2013 were 0.35% (2012: 0.35% to 0.50%) per annum. The
other bank deposits bore interest at fixed rates with effective
interest rates at 31 December 2013 ranged from 2.60% to
2.80% (2012: ranged from 2.60% to 2.80%) per annum.
They had maturities ranged from 3 months to 6 months
(2012: ranged from 3 months to 6 months) and were eligible
for immediate cancellation without receiving any interest for
the last deposit period.
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21. TRADE PAYABLES - GROUP 21.
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:

ENEZRR -FEE
HEFEHNEES —RBI0E60
B BNBESERFIZER B HNKE

DTN :

2013 2012

—E—= —E——4F

RMB’000 RMB’000

AR¥ET T ARETTT

Within 30 days 30BN 118,688 147,421
31-60 days 31%£60H 59,387 64,404
61-180 days 61£180H 33,725 7,010
181-365 days 1812 365H 6,903 1,279
Over 1 year —FE 5,298 5,794
224,001 225,908

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.

22. COUPON LIABILITIES, DEPOSITS RECEIVED,
OTHER PAYABLES AND ACCRUALS -

GROUP AND COMPANY

22.

FIBRIEYRES - it - AREZ
e B Z RS IREERG AE A FE
ZEEE -

EEAE - CWRe  HibE
NREREHEA - AEER
VNS

Group Company
AEHE RA T
2013 2012 2013 2012
—E—= —T——F =ZE—= —EB——4F
RMB’000 RMB’000 RMB’000 RMB’000
ARBT R ARETT AR®TR ARETT
Coupon liabilities ZS88E 7,857 7,886 - =
Deposits received Bilize 13,126 12,647 - =
Other payables (note) — E b FETZIE (M 5E) 23,271 16,691 5 3
Accruals FEETE R 19,841 21,783 563 954
64,095 59,007 568 957
Note: Included in the balance was other PRC tax payables, other than Mt : SR eERECEMSH AL

PRC Enterprise Income Tax, of approximately RMB4,053,000 (2012:
RMB5,584,000) at 31 December 2013. Balance also included the
amounts received from (i) suppliers when they send promoters
to the retail stores and (ii) staff when joining the retail stores
of approximately RMB4,267,000 at 31 December 2013 (2012:
RMB3,363,000).

EHTEBIE R_T—=F+=A8
=+—H#HAR®4,053,000t (=&
— =% : AR¥5,584,0007T) ° &%
FIRBEENRNHRERREREABR
TEEREREERORE @ R>()R
BIMBTEERERE TMHFKIE -
R-ZB—=F+-A=+—BHAR
¥4, 067,000 (ZE——F : ARK
3,363,0007T) °
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22. COUPON LIABILITIES, DEPOSITS RECEIVED, 22, ZEE&8@E - -cWixs  r HifE

OTHER PAYABLES AND ACCRUALS - FFEERESER -—AXAEE K
GROUP AND COMPANY (Continued) AATF(4E)

All amounts are short term and hence the carrying amounts FrERIEY SRS - it A&EEK
of the Group’s and Company’s coupon liabilities, deposit ARRZEEEE Blize Hih
received, other payables and accruals are considered to be ERAZIELEAEAREEREASH
a reasonable approximation of fair values. NEEZEBLE -

23. AMOUNT DUE TO A DIRECTOR - GROUP 23. EN—REEFE-F£H
The amount was unsecured, interest free and repayable on ERZESEEM 2 RIREXKE
demand. 8o

24. DEFERRED TAX LIABILITIES - GROUP 24. EEFEEE-FKEE
As at 31 December 2012 and 2013, deferred tax liabilities R-_E——FER-_ZE—=F+_A#
are provided for in full on temporary differences under the =t B EREETHERESESE
liability method using a principal taxation rate of 25%. FRERECHERRE  ERFERE

BHK26%E °

The following are the major deferred tax liabilities recognised AT AREENATERBEMBE
by the Group and movements thereon during the current and EERRANFTEREHIBEEERE#H
previous financial years. 23 o

Revaluation
of investment
properties Total

REYREM ast
RMB’000 RMB’000
ARBT R ARBT T

At 1 January 2012 R—E—=—F—HF—H = =
Deferred taxation debited to the T AR A IRER A (F5E9)
profit or loss (note 9) 7,862 7,862
At 31 December 2012 and R-_B——F+-_F=+—H
1 January 2013 F—E—=F—H—H 7,862 7,862
Deferred taxation debited to the MBR 1B A IERE R I8 (I 5E9)
profit or loss (note 9) 2,501 2,501
At 31 December 2013 R=B—=%+=-H=+—H 10,363 10,363
No deferred tax liabilities have been recognised in HRARNEB R LS HFB AR 2R E
respect of the temporary differences of approximately B BE—FREPRKIRLEY
RMB201,000,000 (2012: RMB223,000,000) associated B ATIRDIEZF IR 2 T =58
with undistributed earnings of a subsidiary established #) AR #201,000,000 T (ZE— =
and operate in the PRC because the Group is in a position £ ARBED223,000,0007T) A A] B
to control the dividend policies of its subsidiary and it is O R ¥R - B E=xEE
probable that such differences will not be reversed in the RIELERIEEE -

foreseeable future.
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24. DEFERRED TAX LIABILITIES - GROUP
(Continued)
Deferred tax assets are recognised for tax losses carried
forward to the extent that realisation of the related tax benefit
through the future taxable profits is probable. As at 31
December 2013, the Group has estimated unused tax losses
of approximately RMB12,496,000 (2012: RMB12,993,000)
which were available for offset against future profits and are
subject to expiry period of five years as follows. No deferred
tax asset has been recognised in respect of the estimated
tax losses due to the unpredictability of future profit streams.

24, EEBERE-FKE(H)

i RE T TE & 2 HA A B B TE 25 ) R
BHEBEERH AN ERGHEEH
HEEER RN_T—=+_A78
=t—8 AEBEEAHERSEBH
HEBH ARKE12,496,000T (= F
—— % : AR#12,093,0007T) * A
HEEPKE A BRS - WIERBATAH
B E B Em o B R AETERIR 2%
TR - MEELEHBEER GRS
STARB A IEBEMERR °

2013 2012
—E—= —E——F

RMB’000 RMB’000
ARET T ARETT

Expire in RATEEER
- 2013 ——E—=%F - 582
- 2014 ——ZT-—|mF - 2
- 2015 ——FE—RF 8,483 8,702
- 2016 ——E—XEF 273 277
- 2017 ——F—+F 2,580 2,605
- 2018 ——ZE—N\FE 1,160 =
12,496 12,993

25. BANK BORROWING - GROUP AND COMPANY

25. RITEE-FEEREQF

Group Company
TEE N

2013 2012 2013 2012

—F—=
RMB’000 RMB’000 RMB’000 RMB’000
AREBTR ARETT AR®BTR ARETET

—F—_—F ZZE—= =g=—rE

Current BN HA
Bank borrowing BIRESKENREERN
repayable on demand R{TEE 100,000 100,000 100,000 100,000
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25.

26.

112

BANK BORROWING - GROUP AND COMPANY
(Continued)

As at 31 December 2013, the bank borrowing is
dominated in US$, secured by the pledge bank deposits of
approximately RMB100,000,000 (2012: RMB104,826,000)
(note 19) and bear interest of floating rate at 1% (2012:
1.25%) per annum over the London Interbank Offered Rate
and is repayable on demand.

ACQUISITION OF A PROPERTY IN PRIOR
YEAR AND PROMISSORY NOTE PAYABLE -
GROUP

On 9 January 2012, the Group entered into an acquisition
agreement with Shenzhen Jiahua Real Estate Development
Company Limited (“JH Real Estate”), a connected party,
whereby the Company agreed to acquire a property from
JH Real Estate (the “Acquisition”) for a consideration of
RMB247,117,000, as adjusted pursuant to term and
conditions of the acquisition agreement and supplementary
agreement (“the Consideration”). Please refer to the
Company’s circular issued on 24 February 2012 for further
details.

The Consideration was satisfied by cash of approximately
RMB196,167,000 and one year interest-free promissory
note with a principal amount of approximately
RMB50,950,000 (the “PN”). During the year ended 31
December 2012, the PN was issued to JH Real Estate by the
Group following the completion of the Acquisition in August
2012. The PN had been fully settled during the year ended
31 December 2018.

Imputed interest expenses on the PN are calculated
using the effective interest method by applying the
effective interest rate of 7% per annum, the imputed
interest expenses of approximately RMB2,215,000 (2012:
RMB1,114,000) was debited to the profit or loss of the
Group for the year ended 31 December 2013 (note 8).
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27. SHARE CAPITAL - GROUP AND COMPANY 27. BE-ZFEERAERQF

Authorised:
Ordinary shares of
HK$0.01 each

2013
—E—=F
Number of
shares
:dvig =]
(0]0]0)] RMB’000
(TR) AR%®Tx

R
SREEO.01ETTH
HEBA—A—AR

2012
—E——F

Number of
shares
4=
(‘000)
(FA)

RMB'000
ARETT

At 1 January and +=—RA=+—H
31 December 10,000,000 97,099 10,000,000 97,099
Issued and fully paid: B E/TRETE :
Ordinary shares of BEITRHE :
HK$0.01 each FIXEEO.01B TTHY
At 1 January and TakN—A—B R
31 December +=-—A=+—H 1,037,500 10,125 1,037,500 10,125
28. RESERVES - GROUP AND COMPANY 28. fRE—AKEERAEARQT
Group Company
rEH KA F
2013 2012 2013 2012
—E—= —T——F =ZE—= —E——F
RMB’000 RMB’000 RMB’000 RMB’000
ARMTRT ARETT AR¥TR AR%®TT
Share premium B9 = E (a) 252,478 252,478 252,478 252,478
Statutory reserve ETE R (b) 46,270 41,957 - =
Statutory welfare reserve YAFEBHE S (©) 2,286 2,286 - —
Merger reserve aHHEE (d) 12,373 12,373 - =
Share option reserve RS (e) 24 1,665 24 1,665
Contributed surplus AR (f) - - 67,848 67,848
Translation reserve ME (969) (969) - =
Retained profits 1RV F 157,524 135,672 4,079 9,638
469,986 445,462 324,429 327,524
Dividend proposed F R AR B, 20,854 29,258 20,854 29,258
490,840 474,720 345,283 356,782
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28. RESERVES - GROUP AND COMPANY (Continued) 28. f##&E —4+&EBERAAT (&)
The movements of the Group’s reserves for the years are REBNZEFEZREEETHE N4
presented in the consolidated statement of changes in EREREBIKRES o
equity.

The movements of the Company’s reserves for the years are RATRZEFE 2 #EEEESEH 0
set out below: T
Share
Share option Contributed  Retained  Dividend
premium reserve surplus profits  proposed Total
RoBE BRERE SARR  REREEN BRRE @t
RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000
ARBTT ARETT ARBTR ARETT ARETR ARETR
At 1 January 2012 R-E-—F5-f—H 252,478 6,682 67,848 871 29,257 357,136
Profit and total comprehensive £ 7| R 2 E iz 85
income for the year = = = 28,903 = 28,903
Dividend approved for 2011~ —Z——F 2 ERER S - - - - (29,257) (29,257)
Proposed dividend for 2012 —ZE——F 7RIS - - - (29,258) 29,258 -
Lapse of share-based OB ETIESe
compensation - (5,017) - 5,017 - -
At 31 December 2012and  WZZE——F+-f=1—H
1 January 2013 k=E-=%-A—-H 262,478 1,665 67,848 5,633 29,258 356,782
Profit and total comprehensive R FI K 2 S 4 5
income for the year = = = 17,759 = 17,759
Dividend approved for 2012~ —F——F 7 B ERS - - - - (29,258) (29,258)
Proposed dividend for 2018 ~ —E—=F 78K E - - - (20,854) 20,854 -
Lapse of share-based OB
compensation - (1,641) - 1,641 - -
At 31 December 2013 R-ZE-=F+-fA=1t-0 252,478 24 67,848 4,079 20,854 345,283
Of the consolidated profit attributable to the owners of the AKARIHERE AEBLEERMNARE
Company of RMB45,378,000 (2012: RMB72,288,000), a 45,378,000t (ZEE—=—F : AR
profit of RMB17,759,000 (2012: profit of RMB28,903,000) ¥ 72,288,000 7T ) F - & M AR
has been dealt with in the financial statements of the 17,759,000 (ZZF — = F : mF A
Company. R #28,903,0007T) E R AR 7] B 7%
WRERIE o
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28.

RESERVES - GROUP AND COMPANY (Continued)

Notes:

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

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

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

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

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

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

28.

=

e - EAEEREQT(HE)

PR -

(@)

EREE

T

RIEREHEARE  ROEERY
DIKRTARBRR - EARRRERE
EEIKMRE B HRARBSEERA
BEBBEDIMERNES -

RIBE B BUARE - 7 B S RO
| PNCIVEY SRS G e TR ki)
BB 1% %8 A Bk 210 % 88 8 20K TE
B BEERAEHRESHEIEREM
BEARZ50%MIE o b i#BE B UAR
) Fff 8 2 Rl R 2 5 B A K B BB AT 1
HeBRIFERBER  BREERFED

%“/ﬁlﬂi °

BEGAPEER  EFRKINRD
A8 88 H AR B & 51 AR B E HIBR AL
&@mﬂﬁ%%@ﬂZ%$ﬁ&m%
BOLEBRELERIINES - %E
%ET%FﬂEEEk&;I & it}
Hith&E @z - RIFEREH - TR
EERHESTRAIK ©

R-ZEZELFNA=+HTKNEAR
BEYAEELBAOHE - AORE
EREBEEAMETARARNDNEE
TR EH B A RRA A
ARG EEELENEZE -

AEEBEERBERAASERS
ExRRERRLERENEL -

AARBARBEA—ZTLFOA
StRERZEAMES @ EARE
MRBREMBTRONEEBLE
55 P78 BT BB 2 Bl AR B B SRR
EH e

RAERALDT « —E—=FF% 115



Notes to the Financial Statements (Continued)
B RS ER R B = (48D

for the year ended 31 December 2013
HE-T—=F+-A=1+—BLEE

29.

116

SHARE-BASED COMPENSATION - GROUP
AND COMPANY

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

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

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

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

(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.

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.
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29.

SHARE-BASED COMPENSATION - GROUP
AND COMPANY (Continued)

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

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

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

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

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

The Options vest within one year from the dates of grant and
then are exercisable within a period of four to five years.
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29. SHARE-BASED COMPENSATION - GROUP 29, B#H XT3 M — & & i)
AND COMPANY (Continued) AAT(E)
Details of the Options granted by the Company pursuant to N-E—=F+-_HF=+—BART
the Scheme and the Options outstanding as at 31 December TRIE LT 2192 4 B BE AR R % i R T
2013 were as follows: BERRRERSEIS IR ¢
Number of Options
BREHA
Balance at Balance at
1 January 31 December
2013 Granted  Exercised Lapsed  Forfeited 2013 Exercise
RZE-Z£ during during during during WZ-E-=f& price
Grant to Date of grant ~ Exercisable period the year the year the year theyear T=A=t-H pershare
ARA RHAH s EhEL  ERGE ERRE ERRM £ SROERE
HKS
B
Executive Directors
U783
Mr. Zhuang LuKun -~ 8 August2008 9 August 2008 to 1,000,000 - - (1,000,000) - = 0.46
g it 5%)1F 8 August 2013
NAAR Z2/\§/\ANRE
Z5-=ENANA
Mr. Zhuang Pei Zhong 8 August 2008 9 August 2008 to 400,000 - = (400,000 = = 0.46
BiRLE ZTTN\E 8 August 2013
NAAR Z2/\§/\ANRE
Z5-=ENANA
Mr. Gu Wei Ming 8 August 2008 9 August 2008 to 400,000 = - (400,000) = = 0.46
BBt ZTTN\E 8 August 2013
NAAR Z2/\§/\ANRE
Z5-=ENANA
Mr. Zhuang Xiao Xiong 8 August 2008 9 August 2008 to 1,000,000 = - (1,000,000) = = 0.46
FNERE ZTTN\E 8 August 2013
NAAR Z2/\§/\ANRE
Z5-=ENANA
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29.

AND COMPANY (Continued)

SHARE-BASED COMPENSATION - GROUP 29. &

Z

)

XNHRMWN - AKEE

RAT (&

Number of Options
BREHR
Balance at Balance at
1 January 31 December
2013 Granted  Exercised Lapsed  Forfeited 2013 Exercise
RZE-zK during during during duing W-E-=% price
Grant to Date of grant  Exercisable period == the year the year the year theyear T=A=t-H pershare
ARA REAH ks gh  FRRE  EAf Mg EARK k8 SRORE
HKS
B
Independent
non-executive
directors
BufuEs
Mr. Chin Kam Cheung 15 January 2011 17 January 2011 to 36,666 - - - - 36,666 0.90
it - 16 January 2016
-BtER CE-—f-ftEE
ZE-"E-AtiA
Dr. Guo Zheng Lin 15 January 2011 17 January 2011 to 36,666 - - (36,666) - - 0.90
ML I—F 16 January 2016
—-AtER  Z3——E-ATtRZ
ZE-"E-AtiA
Mr. A Ji 15 January 2011 17 January 2011 to 36,666 - - - - 36,666 090
ki ZE—£ 16 Javay 2016
—-AtER  Z3——£-AftRZ
ZE-"E-AtiA
Employees of 8 August 2008 9 August 2008 to 4,719,998 - - (4,719,998 - - 0.46
the Group ZTINE 8 August 2013
A5EES NANR ZEENENANAE
ZE-Z£/\AN\R
15 January 2011 17 January 2011 to 2 - - - - 2 0.90
2—-f 16 January 2016
—-AtER  Z3——E-ATtRZ
2Rt
7,629,998 - - (7,556,664) - 73,334
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29. SHARE-BASED COMPENSATION - GROUP 29. IR0 X+t BN — A~ & B B4
AND COMPANY (Continued) ¥ N/NETNE D)
Details of the Options granted by the Company pursuant to RIE——-F+_A=+—HARA
the Scheme and the Options outstanding as at 31 December RIEEZ 51 211 1 7Y BE A AE N i R 1T {5
2012 were as follows: BRERGIEAT

Number of Options
EREYE
Balance at Balance at
1 January 31 December
Granted  Exercised Lapsed Forfeited 2012 Exercise
during during during during 7 - price

Date of grant Exgrcisab\e period - ‘ the year the year the year ) per sh
RitAH i g% FARY  ERAE FRRR ERRN gk

Executive Directors
HTES
Mr. Zhuang LuKun 30 April 2007 21 November 2007 to 1,000,000 - - (1,000,000) - - 1.04
REast TITLE 20 November 2012
BA=TA ZERtE+-A-1-HZ
Z5-ZET-A=1A
8 August 2008 9 August 2008 to 1,000,000 - - - - 1,000,000 046
ZTTN\E 8 August 2013
AR “FE\EN\ANRZ
“F-=%\AN\R
Mr. Zhuang Pei Zhong 30 April 2007 21 November 2007 to 600,000 - - (600,000) - - 1.04
g iy 55k 20 November 2012
BA=TR ZEEtE+-A-f-H%
Z5-ZET-A=1A
8 August 2008 9 August 2008 to 400,000 - - - - 400,000 0.46
ZEL)E 8 August 2013
NAMR “TEN\E/\ANAZ
“E2-=EN\A\R
Mr. Gu Wei Ming 30 April 2007 21 November 2007 to 540,000 - - (540,000) - - 1.04
BERLE B3R 20 November 2012
BA=tE ZEBLE+-A-t-AZ
Z5-ZET-AZ1R
8 August 2008 9 August 2008 to 400,000 - - - - 400,000 046
33§ 8 August 2013
NANR “TE\E/\ANAZ
“E-=ENAMR
Mr. Zhuang Xiao Xiong 30 April 2007 21 November 2007 to 1,000,000 - - (1,000,000) - - 1.04
BNERE TR 20 November 2012
BA=TA ZERtE+-A-1-HZ
Z5-ZET-A=1A
8 August 2008 9 August 2008 to 1,000,000 - - - - 1,000,000 046

ZTTN\E 8 August 2013
NANE ZEE/\ENAARE
Z5-ZENANA
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29.

SHARE-BASED COMPENSATION - GROUP 29. &
AND COMPANY (Continued) KD T (&)

Number of Options
i
Balance at Balance at
1 January 31 December
Granted  Exercised Lapsed Forfeited 2012 Exercise

drng  dung  duing  duing RZT-2%
Grant to Dateof grant  Exercisable period the year the year thevear 1=/

ARA oilst fried BB AR FROR

Independent
non-executive
directors
BUfUES
Mr. Chin Kam Cheung 15 January 2011 17 January 2011 to 36,666 - - - - 36,666 0.90
BRERE —3—-F 16 January 2016
—ATHR  ZE—E-ATtAR
25" E-AtiA
Dr. Guo Zheng Lin 15 January 2011 17 January 2011 to 36,066 - - - - 36,666 0.90
PEREL 5% 16 January 2016
—ATER  ZE——E-ATtAR
Z5-7E-RAtiA
Mr. Ai i 16 January 201117 January 2011 to 36,666 - - - - 36,666 0.90
BSviks F-F 16 January 2016
—-AtER  Z3——E-A1tRZ
25 E-AtiA
Employees of 30 April 2007 21 November 2007 to 13,760,000 - - (18,760,000) - - 1.04
the Group ZRTLE 20 November 2012
A5EES BA=tR ZERtEr-A-t-R%
E-Ft-ACtH
8 August 2008 9 August 2008 to 5,339,998 - - (620,000) - 4719998 0.46
ZTTNE 8 August 2013
NANR “ZE\ENANRE
“2-=EN\A)\R
15 January 2011 17 January 2011 to 2 - - - - 2 0.90
3 16 January 2016
-ATRR ZE—-F-AttAE
25 E-AtiA
Consultants 30 April 2007 21 November 2007 to 600,000 - - (600,000) - - 1.04
Bf ZRTLE 20 November 2012
BA=tE ZFRtE+-A-t-HE
ZE-Zf1-ACtH

25,749,998 -

(18,120,000) - 7,629,998

EEFEERABRLQF - —F-—=FFH 12
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29.

122

ZFt-A=f—ALFE

SHARE-BASED COMPENSATION - GROUP
AND COMPANY (Continued)
Options granted on 30 April 2007:

The weighted average fair value of Options granted during
the year ended 31 December 2007 was RMB0.279 and 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 price 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 weighted average fair value of Options granted during
the year ended 31 December 2008 was RMB0.215 and were
determined using the Black-Scholes Option Pricing Model.
Significant inputs into the calculation included a share price
on issue date of HK$0.46 and exercise price as illustrated
above. Furthermore, the calculation took into account the
expected dividend yield of nil and a volatility rate of 60.49%,
based on expected share price. Risk-free annual interest rate
was determined at 3.065%.

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

JIAHUA STORES HOLDINGS LIMITED < Annual Report 2013

29.

@iﬁi&@ﬂ & EHE

E/\\:’ygtiﬂﬂ THRRLNER

REE-_ET+F+-_A=+—8H1
FERTEOBRENMEFS A FE
BARE0.2797T ¢ mzi@ﬁﬁ—ﬁ
RMITEIEEEENEE - stEFAE
ﬁ%ﬂﬂw\@%ﬁéﬁéﬁaﬁﬁsﬁﬂﬁﬁ
1,048 R EfTE(E o tEoh - 5T E
MEFT RFEHZ R 8 X RIZTEFTRE
STEREEAA1% o ERERFF X
E /426 o

R SRR B HA AT A 2 &) /Y
BEKEE - WIEEEFIRE L2
ENFARSEBEUEFAERME
RETMRARNBAEREERET -

“EENFNANBRENBER

2

REE_TEENF+-_A=+—H1
FEREMOBERENMEFS A FE
BARK02157T © THIRA N7 — &
MR TEEXNET - fTEMAE
AEEGABRERETHBEHKRE
0.4678 7T & Lt 7T (E - bk - 5T &
MEFTRFEHZTRE $&%ﬂﬁﬁﬂxﬁ‘;
5 E K 18 60.49% © 4 @ K 4 &
TE £3.065[F °

*ﬁfﬁfﬁéﬁ)ﬁimglﬂﬁfzﬁ alg EMmA
H-ZELFRA -+ BERLE
fo““‘ AHEEREENETE -
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BHE_T—

29.

SE+-AS+—HILER

SHARE-BASED COMPENSATION - GROUP
AND COMPANY (Continued)

Options granted on 15 January 2011:

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

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

Pursuant to the Scheme, no options were exercised (2012:
Nil) and 7,556,664 (2012: 18,120,000) Options were lapsed
during the year ended 31 December 2013. No options were
forfeited during the year ended 31 December 2013 (2012:
Nil).

The number of Options exercisable as at 31 December 2013
is 73,334 (2012: 7,629,998) and have a weighted average
remaining contractual life of 2.08 year (2012: 0.62 years).

29.

B XAHRM - &K E R
EANNCITE )

ﬁﬁ:;**i A+HBRENER
1 -
RBE-F——F+-A=+t—HL

FEREOBRENNEFLSAFE
B AR®0.83317T - mzﬁéjﬁi—ﬁ
RMITEIEEEENEE - stEFAE
K%&%ﬁf)\@%ﬁé% HER AR E
0.907%8 7T & Falt 7T (E o bk - 7T E
MEFT RFEHZ R 8 K RIZTAFTR(E
STE R R76.598% © &R F X
TEA0.732[F

MHEEFIREIRBR A BRENE
FHEEH B R IR M 2 E I R B

/)S‘Zﬂlaﬂ'b?%ﬂi}}(ﬁ% ZHEENMEE ,jK
BERGER -
REZE  REE_T—=F+_

B=+—BLEFE #E(=—=—=
& m)BREEITE - M7,556,664
M(ZFE—=—4F :18,120,00017 ) &
Hﬁ%%‘& 73%35:?—2¢+—H

(:2—:¢-ﬁ>

R=F—=F+=-A=+—-8 AT
TERERESE £73,334M (=%
— 4 1 7,629,99817 ) & ANHE F 15 F
BRENFEHA208FE(ZBE——4F :
0.624F) o
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HE-_T=F+-A=+—HALEE

30. DIRECTORS’ REMUNERATION AND SENIOR 30. EEHBMRaREcEAE#HMS
MANAGEMENT’S EMOLUMENTS

(a) Directors’ emoluments (@ EZ=E#M<
The emoluments paid or payable to the directors and ENEENEERITHRAERE 2
the chief executive were as follows: & -

Salaries,

allowance

and other Contributions
benefits to pension

Fees in kind schemes Total

E 2= 192 Bk
e HtEYIS TR Bt
RMB’000 RMB’000 RMB’000 RMB’000
ARETR AR%T R ARET R ARETR

2013 —B-=F%

Executive directors HITEZE

Mr. Zhuang Lu Kun pracs - - - -

Mr. Zhuang Pei Zhong HhRtE - 680 38 718

Mr. Gu Wel Ming BEERLE - 709 38 747

Mr. Zhuang Xiao Xiong HVERE - 938 38 976

- 2,327 114 2,441
Independent non-executive B IEHTEE
directors

Mr. Chin Kam Cheung BIRERAE 110 - - 110

Dr. Guo Zheng Lin (note i)~ SBIEAKIE L (B 2kil) 42 - - 42

Mr. Sun Ju Yi (note i) BERLE () 96 - - 9

Mr. Al Ji I REE 138 - - 138
386 - - 386
386 2,327 114 2,827

2012 —E--F

Executive directors HITEE

Mr. Zhuang Lu Kun TR A - - - -

Mr. Zhuang Pei Zhong [ SlihsS e - 454 6 460

Mr. Gu Wei Ming BEALE - 497 2 499

Mr. Zhuang Xiao Xiong NS - 710 6 716

= 1,661 14 1,675
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for the year ended 31 December 2013
HE-_ZT-—=F+-"A=+—ALFE

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

Salaries,

allowance

and other Contributions
benefits to pension

Fees in kind schemes Total

E2 A= 1::93 Bife
He HEWIG TR B3t
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARET R ARETR AR%T R

Independent non-executive BV HHTEE

directors
Mr. Chin Kam Cheung RIS AE 94 - - 94
Dr. Guo Zheng Lin FPEMEL 115 - - 115
Mr. Ai Ji XREE 115 - - 115
324 - - 324
324 1,661 14 1,999
Note: HsE -
(i) Mr. Sun Ju Yi has been appointed as independent non- (i) BREEAER T —=FH
executive director of the Company on 1 May 2013. A—BREZERAARBEL
FEMITES -
(ii) Dr. Guo Zheng Lin has resigned as independent non- (ii) PEMBEIR -_ZTE—=F1
executive director of the Company on 1 May 2013. A—BEEARARE IR
TESE -
No directors of the Company waived any emoluments FERAMEANTEERENEE
paid by the Group during the year (2012: Nil). e (ZE——F : &) o
No emoluments were paid to the directors of the E RN N T E B EE S ST (A B
Company as an inducement to join or upon joining the % 1EARBEBMARNEEIRINA
Group or as compensation for loss of office for the B sEaE(—E——F
year (2012: Nil). ) o
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30. DIRECTORS’ REMUNERATION AND SENIOR
MANAGEMENT’S EMOLUMENTS (Continued)

(b)

Five highest paid individuals

The five highest paid individuals of the Group included
three directors (2012: four) of the Company for the
year, whose emoluments are disclosed in note 30
(a). Details of the remuneration paid to the remaining
two (2012: one) highest paid individuals who were
members of senior management of the Group, which
fell within the band of Nil = HK$1 million (equivalent to
approximately Nil - RMB799,000) is as follows:

30.

EEFHRSRERAENS

(&)
(b)

TEEETFMAL
FALXEBAR RS FHHA
TEREARAR=Z2(ZFT—=
FNR)EE FENBE
K EE30(@) I E - FER T
FHTME(ZTE——F : —
ZIRBFHAT(BAEES
BEBABE)NFHINTEHE
JLE 1,000,0005 7T (49 4EE R
ARBZTE ARE799,000
JC)  FEBME ¢

2013 2012

—E—= —E——4F

RMB’000 RMB’000

AR¥T AREBTIT

Salaries, allowances and benefits in kind & - S2EE R EWFZE 1,189 600
Contributions to pension schemes RIRES TR 31 11
1,220 611

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 (2012: Nil).

31. COMMITMENTS

(@)

Capital commitments
The Group had the following outstanding capital
commitments:

Contracted, but not provided for,
in respect of property, plant and
equipment

BAREME

31.

BREME  BER
REC AL

FRALEETESL S TE
AxEHAL  (EARENA
AN £ [E 5 h0 A B 7 22 X B
BaE( = ——F : &) -

BREE
KEBEB AT RIZ M EARE
¥

2013

—E—=

2012
—E——4F
RMB’000
ARET T

RMB’000
ARET T

4,291 7,761
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31.

COMMITMENTS (Continued)

Operating lease commitments

Group as lessee

The total future minimum lease payments
under non-cancellable operating leases in
respect of land and buildings payable to
independent third parties is as follows:

(b)
U

31. HEIE(E)
(b) REBERE
()  FEBEBEHA
IR AT B it R i
AT T BB R SR
NBYE=H 2 &IER
Bt ZmBENT

2013

—E—=
RMB’000 RMB’000
AR¥T T AREFTT
Within one year —F R 41,748 40,292
In the second to fifth years F_FEFRF 144,541 153,733
After five years FF%R 68,191 93,702
254,480 287,727

The total future minimum lease payments IR IR A H5EE Tt R A

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 JH Real Estate,
companies in which Mr. Zhuang Lu Kun and
Mrs. Zhuang Su Lan, the wife of Mr. Zhuang Lu
Kun, have beneficial interests, are as follows:

FREHEEANRKE
NARRBEE e
DA R R i SR A I
R GEfEsm e &
ET)REESRESW
BERRARITEEE
EXBRARAA(A
FEEX|REERM
ENREEENTERE

R
2013

—Eg—=
RMB’000 RMB’000
AR¥ET T ARET T
Within one year —FR 16,517 15,782
In the second to fifth years E_FEFERF 66,627 66,444
After five years hFE 11,508 29,367
94,652 111,593

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 dates or at dates as mutually agreed
between the Group and respective landlords.
None of the leases include contingent rentals.

AEERBEEHEEH
RZELMEET -
EVNFREBAETT
F - WALEERL M A
SAKREEBHEEXTE
STHEZHHEEMR
o HEWEBFLA
HE o

EEEERRERAT « —B-SEEH 127



Notes to the Financial Statements (Continued)

BRI T (48D

for the year ended 31 December 2013
HE-_T-—=F+_"A=+—RALEFE

31.

COMMITMENTS (Continued)
Operating lease commitments (Continued)

(b)

(i)

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
2013 and 2012 are disclosed in note 7 to
these financial statements. All other leases are
cancellable with one to two months’ notice.

During the year ended 31 December 2013, the
Group leases the investment properties under
operating leases run for a period of nine to ten
years (2012: ten years).

The minimum rent receivables under non-
cancellable operating leases are as follows:

31.

Z3:1¢))
(b) REEEAEE)
(i) AEBERHEA

AEERBLEHED
HZELHRETF -
ER—BHENN A
H+F  WAREH=
& A 8 "1 T LA o
EHEENHES HIEE
ElpzE NEFEEE
ENBEOLFE - BHE
—E=FR-FT—=
F+-_A=+—HIF
& EEEERNEA
e BRI EREM T
THE - TEEMEE
AIEH —E=ME A @A
1% F LAREH o

REBEE_ZT—=F1+=
A=+—HILFE &
SERBELCEHERR
wEYHE  HHEAENE
TF(ZE—Z=F : +
F) o

RETAREEERE
U RERSMT

2013 2012

—E—= T

RMB’000 RMB’000

ARET T ARET T

Within one year —FR 5,052 =
In the second to fifth years E_FERFERF 25,996 =
After five years AF% 32,776 =
63,824 —

The Company did not have any lease RZE—=F+=A

commitment as at 31 December 2013 (2012: =+—H ' KXQAWL

Nil). EAMAEAE(ZS
— 5 fE)
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32. RELATED PARTY TRANSACTIONS - GROUP  32.

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

BEA LRS- AEH
K%ECEAZ’;EH%%%%%%@*B DRI 2R

I\Dﬁ?&h

Zx% :

AT R EEREALTHETT

() HBEEEEXZXS

2012
—E—_—4F

RMB’000 RMB’000
ARMBT T ARBTT

Operating lease rentals BT REFIN
payment in respect of MR EHERS
land and buildings (12,617) (12,617)
Operating lease rentals Bt REFY
arrangement in respect of KERERS T
land and buildings (i) (5,510) (5,510)
Rental income arrangement oW AL HE (iii) 1,104 1,358
Utilities income arrangement KEBWAZHE (iii) 615 668
Notes: B 5E
0] The amounts were determined in accordance with the terms 0] 5% 7B AR R AR R 5 e IR Sk
of the underlying agreements. E ©

(if) 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 FINTTHEEREZEHBR AR (“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.

(i

BEERBRLQF -

BEEEX ((FAHEP) &%
TBYE=7 (ER%EX) 7
THERH  UEEETHA
SEEBNYE - AREH L
XBENZEMEERAEE
MIEBEEEEINELH
o

BERYTHBEREXARA
Al ( [HBBRE] - ER%EE)
HEEEERE (EAHEF)
AINEHAE=-ZT_FWA
—HN\BMHEE RS AEE
EXTHEESYE  HHA
T+THE BHZTZT=F+—A
+RARE=T—tF+—A
+HEER ° EF¢%FEE
FEREMIVARA-ZT
ME=A—BHNETEER
o PBRAEEEETER
HIERMERBEETEMN
M-HBEBRTRAZEEEERE
BERTBREREXSHEERZ
BTIHE  MAEEEEER
BAREEERRFBESAHE
%o
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32.

130

RELATED PARTY TRANSACTIONS - GROUP
(Continued)

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

(a)

(b)

(i)

As at 31 December 2013, the prepaid rent and rental
deposit paid by the Group to BJH Industrial of approximately
RMB1,634,000 (2012: Nil) and RMB2,072,000 (2012:
RMB2,072,000) respectively was included in the balances
of deposit paid, prepayments and other receivables of the
Group.

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 the
underlying agreements.

During the year, the Group leased properties from Mr.

Zhuang Lu Kun and JH Real Estate. The operating

lease rentals payment were approximately RMB56,000
(2012: RMB218,000) and RMB3,588,000 (2012:
RMB3,466,000) respectively. The amounts were
determined in accordance with the terms of the
underlying agreements.

As at 31 December 2013, the prepaid rent and

rental deposit paid by the Group to JH Real Estate
of approximately RMB299,000 (2012: Nil) and
RMB606,000 (2012: RMB606,000) respectively
was included in the balances of deposit paid,
prepayments and other receivables of the Group.
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32.

BEEALRZ -AEE(E)

(@)

(b)

HREEAFEERZRS (H)
s - (4

(iif) RZE—=F+=-A=+—
B AEBREEEEEX
fzEMAerRBAEES
B4 AR #1,634,0007T (=
T—ZF:E) RAR®E
2,072,000 (ZT—=4F:
AR#2,072,0007T)  Bit
AREEEMES - BAFKIEA
R H At FEUGRIBAS £7

BEEERXEAHAAL—F
BYE=FERBEFAINET
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REAEEWR EXFAEER
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AR R 1H ek BV IR EEE o

FAN - AREE R L AE
REEEHWERAME - &
ZHEHRSIINDARE
56,000 L (ZZF—Z4F : A
R # 218,000t ) &k A R ¥
3,5688,0007L( =& —=4F : A
R#3,466,0007T) ° %7 E8 )Y
R IR A8 B 5 5 MO (G R E ©
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B AEERFEERMES
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F /) kAR 606,000
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32. RELATED PARTY TRANSACTIONS - GROUP
(Continued)
(c) Compensation of key management personnel

32. BEAIXRZ-FXKE(H)
(c) EEEEAEMS

2013 2012
=iE== —EF——4F
RMB’000 RMB’000
AR¥T AR¥ET T
Total remuneration of directors E = (fI5E30(a) &
(note 30(a)) and other member HEMFrBEBAS
of key management B B EsE
— Short term employee benefits - EHEREEF 3,328 2,585
— Post employment benefits - REAE A 126 25
3,454 2,610

33. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS
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.

33. MEBERBREERAVETE

AEBAEBBEHLE RREEH
ERESRTAMESVBRR - M5
RieEmsRk(BEE¥RARK
MEER)  FERRIADHE SR

B e

MF R EIE AN B AR - I
HEEETYAF - EEMBRERZ
EERERERENERARERL R
MZEE - BEASEEHERHR
e - REERREARERZAR
REELFEORER -

AREE 2 BRI FARH R B B
MERTAEE - AREMEYRE
EMTRERZANT o
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33. FINANCIAL RISK MANAGEMENT AND FAIR 33. B REKREERAFEITE

VALUE MEASUREMENTS (Continued) (#&)

()  Categories of financial assets and liabilities i) =E=WMEERTHAGEEH
The carrying amounts presented in the statements of REUBARRKZFNEBAT
financial position relate to the following categories of MEENERAEERNZER
financial assets and financial liabilities: BT :

Group Company
rEE P N/NE|
2013 2012 2013 2012

-=-= —E—_F =ZE-—= —E— 4

—=

RMB’000  RMB'000  RMB’000  RMB'000
AR®TR ARBTT AR®TR ARETT

—=

Financial assets: SRMEE
Loans and receivables &3 & EW 1A
— Cash and bank balances— 31 & K& iR1745 6 298,229 316,426 5,091 171
— Trade receivables —EWE SR 1,588 1,813 - -
— Amounts due from the —EME HE >

disposed subsidiaries [t B &858 52 607 - =
— Other receivables — H b fE Y kI8 20,606 25,142 19 -
- Amounts due from — UK B AT

subsidiaries FKIA - = 283,018 295,019

— Pledged bank deposits — B R R1777 K 100,000 104,826 100,000 104,826

420,475 448,814 388,128 400,016

Group Company
AEH NN
2013 2012 2013 2012

—EBE-=F —T-——-—F —EBE-=F =—T——F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AREBTRT AR¥TR ARETr

Financial liabilities: CREE:
Financial liabilities measured 1Rk S N5 T & 2
at amortised costs SREE

— Trade payables —ENE SRR 224,001 225,908 - -
- Bank borrowing, —R7EE - B

secured biii 100,000 100,000 100,000 100,000
— Other payables and —HERIER

accruals FEZT R IE 43,112 38,474 568 957
— Amount due to a —EN—R2EER

director 15 59 59 - -
— Promissory note payable — fEff#&H =4 - 48,730 - -

367,172 413,171 100,568 100,957
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33. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)
(ii)  Foreign currency risk
Currency risk refers to the risk that the fair value
or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange
rates.

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

The Group’s and the Company’s exposures at the
reporting date to currency risk arising from foreign
currency denominated monetary assets and liabilities
in currency other than the functional currency of the
entity to which they relate are set out below:
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HK’000
THxT
Financial assets: SRMEE
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2013 2012
—E—= —E——4F
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FEx F=T

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

(ii)

Foreign currency risk (Continued)

Sensitivity analysis — Group

At 31 December 2013, if RMB had strengthened by
5% against HK$ and US$, with all other variables
held constant, post-tax profit for the year and,
retained profits would have been approximately
RMB4,900,000 higher (2012: RMB4,508,000 higher),
as a result of foreign exchange gains on translation of
HK$ and US$ denominated cash and bank balances.

Conversely, if RBMB had weakened by 5% against HK$
and US$, with all other variables held constant, post-
tax profit for the year and retained profits would have
been approximately RMB4,900,000 lower (2012:
RMB4,508,000 lower), as a result of foreign exchange
losses on translation of HK$ and US$ denominated
cash and bank balances.

Sensitivity analysis — Company

At 31 December 2013, if RMB had strengthened by
5% against HK$ and US$, with all other variables
held constant, post-tax profit for the year and
retained profits would have been approximately
RMB4,901,000 higher (2012: RMB4,509,000 higher),
as a result of foreign exchange gains on translation of
HK$ denominated cash and bank balances.

Conversely, if RBMB had weakened by 5% against HK$
and US$, with all other variables held constant, post-
tax profit for the year and retained profits would have
been approximately RMB4,901,000 lower (2012:
RMB4,509,000 lower), as a result of foreign exchange
losses on translation of HK$ denominated cash and
bank balances.

These are the same method and assumption used
in preparing the sensitivity analysis included in the
financial statements for the year ended 31 December
2012.

The policies to manage foreign currency risk have
been followed by the Group since prior years and are
considered to be effective.
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33. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)
(iii) Credit risk
Credit risk refers to the risk that the counterparty
to a financial instrument would fail to discharge its
obligation under the terms of the financial instrument
and cause a financial loss to the Group.

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

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

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

The Company does not have significant exposure to
credit risk at reporting date (2012: Nil).

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

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

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

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

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

The liquidity policies have been followed by the Group

since prior years and are considered to have been
effective in managing liquidity risks.
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33. FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS (Continued)

(v)  Liquidity risk (Continued)
Analysed below is the Group’s remaining contractual
maturities for its non-derivative as at 31 December
2013. 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.
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contractual within one
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amount cash flows on demand
EHERERE —FEARA
REE REREHLAE REREE
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+=—HA=+—8H
Trade payables FERTE P BRI 224,001 224,001 224,001
Other payables and accruals Efh g~ 5038 &
s &R 43,112 43,112 43,112
Amount due to a director FEN—ZES B 59 59 59
Bank borrowing RITEE 100,000 100,000 100,000
Total st 367,172 367,172 367,172
At 31 December 2012 N-—E——&F
+=A=+—8H
Trade payables JERHE Z BRI 225,908 225,908 225,908
Other payables H b FE S 518 38,474 38,474 38,474
Promissory note payable R, = 48,730 50,949 50,949
Amount due to a director JEN—RBEEZFHE 59 59 59
Bank borrowing RITEE 100,000 100,000 100,000
Total @t 413,171 415,390 415,390

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 (2012: Nil).
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34.

35.

138

CAPITAL MANAGEMENT

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

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

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

Management regards total equity as capital, for capital
management purpose. The amount of capital as at 31
December 2013 amounted to approximately RMB500,965,000
(2012: RMB484,845,000), in which management considers as
optimal having considered the projected capital expenditures
and the projected strategic investment opportunities.

LITIGATIONS

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

(a)

Guangxi Yulin Store (Continued)

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

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

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

In October 2013, the court has announced its
judgement that the Group was required to bear the
alleged damage to the related company of Yulin
Hongyuan with a total of approximately RMB678,000;
the related company of Yulin Hongyuan was required
to return the prepaid rent and deposit to the Group
of RMB1,097,000 and RMB731,000 respectively;
the Group was required to bear the partial court
processing fee of RMB12,000. In December 2013,
the Group has lodged appeal against the decision by
the court.
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35.

140

LITIGATIONS (Continued)

(a)

Guangxi Yulin Store (Continued)

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

The directors are of the view that the counterclaims
are groundless on the basis of the legal opinion
obtained from the Group’s legal advisor. Therefore,
no provision for the counterclaims was made as at
31 December 2013. Furthermore, the directors are
of the view that adequate provision for legal fees in
relation to the proceedings has been made as at 31
December 2013.

Yunnan Kunming Store

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

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

In February 2013, Yunnan Zhenwan and its related
companies have filed counterclaim against the
Group for the alleged damage of approximately
RMB2,239,000 arising from the alleged improper
cancellation of the agreement by the Group and the
costs of the proceedings.
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35.

LITIGATIONS (Continued)

(b)

(c)

Yunnan Kunming Store (Continued)

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

The directors are of the view that based on the court’s
judgement, no impairment of deposit and no provision
is considered necessary for the litigation. The Group
did not recognise the compensation from Yunnan
Zhenwan of approximately RMB1,106,000 as income
for the year ended 31 December 2013 as the amount
has not been realised. Furthermore, the directors
are of the view that adequate provision for legal fees
in relation to the proceedings has been made as at
31 December 2013.

Shatoujiao Store

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

In July 2013, the Group sent a letter to inform
Shenzhen Rongjin and McDonald’s regarding its
early termination of the lease agreements effective in
October 2013.
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142

LITIGATIONS (Continued)

(c)

Shatoujiao Store (Continued)

In October 2013, McDonald’s has commenced legal
proceeding against the Group for its early termination
of the lease agreement. The Group had reached a
settlement agreement with McDonald’s for which
Shenzhen Rongjin is willing to lease the property
directly to McDonald’s which is currently occupied
by McDonald’s provided that the Group is willing to
pay a total of RMB2 million to Shenzhen Rongjin as
a compensation. The Group paid RMB2,000,000 to
Shenzhen Rongjin in November 2013.

In December 2013, Shenzhen Rongjin has
commenced legal proceedings against the Group
for its early termination of the lease agreement.
Shenzhen Rongjin demanded the forfeiture of the
rental deposits of approximately RMB1,222,100
paid by the Group to Shenzhen Rongjin and
further claimed the Group for the compensation of
approximately RMB66,505,000. As per the directors,
the Group will file the counterclaims against Shenzhen
Rongjin as the directors are of the view that the claim
from Shenzhen Rongijin for the compensation is
groundless.

The directors considered that the Group has the
right to early terminate the lease agreement with
Shenzhen Rongjin according to the terms of the
lease agreement as Shatoujiao Store has incurred
operating loss of more than 12 months and therefore,
the directors considered that the provision of
RMB3,000,000 as at 31 December 2013 is adequate
which is based on the best estimate of potential
compensation. Furthermore, the directors are of
the view that adequate provision for legal fees in
relation to the proceedings has been made as at
31 December 2013.
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Five-Year Financial Summary

AFHHERE

RESULTS

i

Year ended 31 December

BE+-A=t-HLEE

2009 2010 2011 2013
—TTHNE ZT-TF T——F =F-=
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETE ARETT ARETT AR%Tn
Revenue A 819,381 849,265 783,773 835,354 846,155
Cost of inventories sold EEBFERAR (576,418) (605,232) (532,285) (565,700) (563,690)
242,963 244,033 251,488 269,654 282,465
Other operating income Hipgg A 62,761 71,202 92,469 70,377 62,325
Increase in fair value of REME
investment properties AEEEM = = = 31,450 10,000
Selling and distribution costs $HE R HEHA (254,225) (261,461) (230,954) (231,341) (233,248)
Administrative expenses THRX (27,496) (32,345) (31,727) (38,052) (39,177)
Other operating expenses Hip S &t (40,918) (4,400) (3,827) (3,036) (11,772
Finance cost BT R R - - = (1,114) (3,707)
Profit/(Loss) before income tax BRETERATER
(B#8) (16,915) 17,029 77,449 97,938 66,886
Income tax expense FEHRE (4,224) (5,535) (18,962) (25,650) (21,508)
Profit/(Loss) attributable to KREHEB AERG
the owners of the Company w2 f/ (E8) (21,139) 11,494 58,487 72,288 45,378
Dividends ) = 3,424 29,257 29,258 20,854
Earnings/(Loss) per share SR&RN/(BR)  RMBAR® RMBAK® RMBAR® RMBAR® RMBAR®
- Basic —EAR (2.04) cents7?  1.11 cents??  5.64 cents?)  6.97 centsm  4.37 cents?)
- Diluted —#% RMBAR®  RMBARY  RMBARY®  RMBARY  RMBAEM

(2.04) cents?

1.11 cents?  5.64 centsh

6.97 cents?

4.37 cents?

HETRRRERAT « —B-SEEH
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Five-Year Financial Summary (Continued)
hEMBBE (E)

ASSETS AND LIABILITIES EERAR

As at 31 December
R+t=A=t+—-H
2009 2010 2011 2012 2013

“FENE -EF-FF F——F —%-=
RMB'000 RMB'000 RMB’000 RMB'000  RMB’000
ARBTT ARETT ARETT ARETT ARETR

Total assets BEE 642,070 656,251 726,642 931,755 906,511
Total liabilities BafE (266,849) (269,536) (284,828) (446,910 (405,546)
Net assets BEFE 375,221 386,715 441,814 484,845 500,965
Note: B 5E
1, The results for year ended 31 December 2013, and the assets 1. HE-Z—=F+-A=1T—HLEFENEELE  URR=F
and liabilities as at 31 December 2013 have been extracted —=F T A=+—HNEERABBESHEVKEREFCTE
from the audited consolidated statement of comprehensive MEC2E MK EZITA 2 E W am R MCEZRE MR E ©

income and audited consolidated statement of financial
position as set out on pages 61 and 62 respectively, of the
financial statements.
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