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CALENDAR

H i

EVENT

Announcement of interim results

Announcement of annual results

Despatch of annual report to
shareholders

Closure of register of members for
ascertaining shareholders’ right to
attend and vote at annual general
meeting

Annual general meeting

Closure of register of members
for ascertaining shareholders’
entitlement to the proposed final
dividend

Final dividend at HK6.6 cents per
share payable

64}

DATE

29 August 2013
27 March 2014
29 April 2014

26 May 2014 to 30 May 2014
(both days inclusive)

30 May 2014
6 June 2014 to 9 June 2014
(both days inclusive)

on or before 30 June 2014
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CHAIRMAN'S STATEMENT
EV 280

PAVING A SOLID PATH BY TRANSFORMING
CHALLENGES INTO OPPORTUNITIES

On behalf of the Board of the Company, | would like to present the
annual report of the Group for the year ended 31 December 2013.

While 2012 marked a year full of challenges for the food and beverage
industry albeit steady growth, 2013 represented a year in which the
industry was in face of significant changes and reforms under tough
difficulties. Along with the implementation of a number of measures
to curb the spending of public funds on individual consumption
by the PRC government since the end of 2012, the consumption
patterns of the retail market was thus greatly affected. In 2013, the
PRC government emphasized on the importance of anti-corruption
efforts for multiple times, while strictly prohibiting the spending
of public funds on luxury goods and enacting lower expenditure
from the government. As such, there was a substantial fall in high-
end consumption. Faced with depressed consumer sentiment and
continued rise in various operating costs, it was necessary for the
food and beverage industry to keep abreast of the rapid changes
in the market through adjustment and change of the management
strategy.

Leveraging on our experience in catering operations in China over
the past years, we have established a solid foundation and leaped
across many challenges. Although we were adversely affected by a
couple of external factors such as avian flu, dampened consumption
and continued hike in operating costs in the past year, we remained
committed to expanding our business at a steady pace, while actively
extending into well-diversified catering operations, in an effort to
generate higher revenue, establish wider customer base and secure
larger market share. In addition, ever since 2012, the Group has
been well aware of the growing trend of the change in consumption
patterns. Taking advantage of the adjustment in catering industry, the
Group stayed ahead of the new consumption patterns by gradually
adjusting its operating model. Meanwhile, through reinforcement of
our internal management and further enhancement of effectiveness,
we managed to deliver promising performance against the
background of unfavorable landscape.
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CHAIRMAN'S STATEMENT
R HE

SECURING A PRESENCE IN THE MARKET WITH OUR
COMPETITIVE EDGES IN TIME OF ADVERSITY

In respect of Chinese restaurants, as our core business operations,
during the year ended 31 December 2013, 24 Chinese restaurants
were opened in major cities in Northern China, Eastern China
and Southern China, among which, two of them were opened
in Shanghai during the year. In view of the rapid change in the
consumption patterns in the market, through market-responsive
strategy, per capita consumption target is set at a level more suitable
for the mass market, and the market positioning is adjusted to
more popular, younger-oriented basis. With brand new designs of
menus, we rolled out a series of packages and promotions, allowing
us to maintain positive flow of customers. The overall customer
traffic of Chinese Restaurant business grew by over 10% in 2013,
reflecting the effectiveness of the adjustments to its strategies in
a challenging operating environment. We also put in place a new
membership prepaid card, which enabled us to effectively target on
different customers through a series of preferential offers in praise
of customers’ loyalty and patronage. The number of new members
amounted to more than 80,000. We believe that we will be well-
positioned to stay in the top spot in the ever-changing market
conditions through adjustment in marketing strategy. In addition to the
stepping up of promotion efforts, we vigorously expanded catering
services. Capitalizing on the existing resources, we offered customers
access to door-to-door catering services, establishing well-respected
brand visibility. To tap into the potential of the wedding party market,
restaurants were opened to provide catering services for wedding
parties. In connection with this market, we endeavored to enhance
our market share, in order to generate stable sources of income. At
the same time, taking advantage of sharing resources, together with
our expertise of food operations, we actively developed a vast variety
of takeaway gift boxes and collect delicacies from around the world,
and upgrade takeaway and postprandial takeout services, so as to
broaden the sources of our revenue.
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CHAIRMAN'S STATEMENT
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YIELDING MAXIMUM PROFITS WITH IMPROVED
EFFICIENCY

On the other hand, the Group recognized the very essence of the
enhancement of efficiency. Over the past year, with the introduction
of efficiency evaluation system, we supervised and transformed
our work processes, which in turn allowed us to greatly improve
per capita output and efficiency of our employees, and effectively
control our labor costs. Gradually expanding the scale of the central
procurement remained one of the effective cost control measures,
and continued to be our priority goal. In addition to cementing cordial
relationship with the existing sizeable and reputable chain groups,
we have also been actively seeking for reliable suppliers, in order
to further expand the scope of central procurement and to include
more rare ingredients as well as food ingredients with traceable
sources, stabilized prices and stable supply. Accordingly, we would
better control food costs. On the other hand, in line with our strategy
which is aimed at broadening the sources of our revenue through the
development of takeaway products and gift boxes, we continued to
strengthen the production capacity and distribution capabilities of its
food processing plants.

EXPLORING A BROADER FUTURE PROSPECT
THROUGH DIVERSIFICATION OF BUSINESS

Thanks to its great breadth of vision into the immense development
potential of the casual dining in the future, ever since 2010, the Group
has been establishing restaurants under the name of Pepper Lunch,
receiving much popularity from people down the new generations
in pursuit of deli meals. For the year ended 31 December 2013, we
opened 22 restaurants, which were widely recognized in Beijing,
Tianjin and Shanghai. The overall revenue of Pepper Lunch in 2013
grew by more than 80% as compared with 2012. Some of the outlets
that have been in operation for two years or more continued to
record same-store growth of over 25% during the year. It proves that
the Group successfully attracted the customer group in this market.
While we have achieved prominent performance in our business
development, we are more determined than ever to raise our business
target to a new high. With adherence to our notable success strategy
over the years, we will continue to provide customers with a wide
array of multi-branded, well — diversified choices. In 2013, we made
another success in introducing the first-of-its-kind dining concept by
working actively with PappaRich, a well-known brand in Malaysia, to
create the PappaRich Restaurant. We brought the unique features
of Southeast Asian dishes to China, taking the lead to turn dining
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CHAIRMAN'S STATEMENT

into fresh trends. The overwhelmingly positive response for the two
restaurants opened by PappaRich in Shanghai was a testament to
the success of the Group’s strategy in staying ahead of the trends
in the food and beverage market. The Group will continue to tie up
connections with top-notch partners, so as to explore and develop
a wide range of business operations and to offer customers with
service excellence in the horizon of dining. The Group maintains its
optimism over its casual dinning business. We will develop this line
of business as well as seeking partners in restaurant operations with
potential and capability.

In view of the steady growth in the Group’s business and the
soundness of its financial position during the financial year of 2013,
the Board recommends the payment of the final dividend of HK6.6
cents per share for the financial year of 2013, representing a payout
ratio of 60%.

PROSPECT

The swift transition of the food and beverage market represents a
proven testimony to our solid foundation, powerful strengths and
enhanced market share. Capitalizing on its elite management and
profound understanding of the PRC food and beverage market over
the years, the Group is confident that the continued implementation of
the existing multi-brand strategy, the optimization and enhancement
of performance and the control over costs will bide well for us to
achieve our goals of sustainable development and ever-growing
profitability. The Group will endeavor to reach new milestones by
meeting all challenges ahead with unswervingly dedication. By
keeping ahead of the future challenges and seizing each and every
opportunity, we will reap more prominent results for our shareholders.

APPRECIATION

On behalf of the Board, | would like to express my sincere gratitude
and appreciation to the management and staff for their dedication
during the year. | would also like to thank the Group’s shareholders,
customers, suppliers, business partners and government authorities
for their continued trust and support over the years.

Yip Shu Ming
Chairman

Hong Kong
27 March 2014
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M¥wmE Tang Palace Seafood Restaurant PappaRich @Pepper Lunch
EEEEH heEE HREE
| ®=®E® Tang's Cuisine Sakuragawa Japanese Restaurant Ninja House Japanese Restaurant
BEER I B AREE - BEE B AR
Tang Palace Restaurant B Excellent Tang Palace
EERE BittEE

BUSINESS REVIEW

The growth of the Gross Domestic Product of PRC, according to
the National Bureau of Statistics of China, has slowed down from
7.8% for FY2012 to 7.7% for FY2013. The consumer sector has
clearly shown a relatively conservative growth, with an increase of
13.1% for the total retail sales of consumer goods for FY2013, as
compared to an increase of 14.3% for FY2012. The catering industry
has suffered from a particularly heavy blow from a substantially
subdued consumers’ willingness to spend amidst strict enforcement
by the Chinese government of its policy of restricting on ostentatious
spending.
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MANAGEMENT DISCUSSION AND ANALYSIS
B PR ol S 3 A

In the “Catering Market Analysis for the First Half 2013 and Forecast
for the Second Half 2013” Report (20134 _FEEEMIH T N T4
3858 issued by China Cuisine Association (TEZ£F17€), it was
stated that growth rate of China’s catering industry reduced by 3
percentage points year-on-year for the first half year, which also
marked the lowest growth rate in recent years with the exception of
2003 during which the “SARS” outbreak took its toll on the whole
industry. The report further noted that, for the second quarter, 20%
of the operators in the market had suffered a loss, and 60% of them
had recorded substantial fall in profit.

In view of the Chinese government’s continuous policy in encouraging
thriftiness and reducing spending, the Group has been continuously
adjusting its operation and expansion plan to accommodate the
rapidly changing market. With the expectation on uprising scale of
casual dining in catering business, the Group’s strategy on gradually
building up its presence on this sector, while maintaining a steady
development of Chinese cuisines was affirmative. As at 31 December
2013, the Group is operating 50 restaurants under eight brands,
including an addition of 2 Chinese restaurants, 8 Pepper Lunch
restaurants and 2 PappaRich restaurants.

Chinese Restaurant Business

As a major income source of the Group, Chinese cuisine remains as
the Group’s core business. As at 31 December 2013, the Group is
operating 24 Chinese restaurants under four brands, of which 2 of
them were opened in Shanghai during the year. The enhancement
of reducing entertainment budget of the Chinese government has
casted a major influence on the consumers’ relatively conservative
spending, which was reflected by the reduced average spending
per customer across the Group’s northern, eastern and southern
stronghold. The avian influenza in the second quarter was also taken
into account of the reduced customer spending. However, the Group
has implemented a series of intensified promotional activities to
enhance brand building and maintain healthy customer traffic, while
adjusting the menu structure and product mix on the other hand to
match the rapidly changing spending pattern, resulting in an overall
increase of patronages.

Casual Dining Business

The Group has foreseen the trend on modern dining preferences.
Customers’ increased willingness in trying new style of cuisine
with affordable price has offered the opportunity to developing the
casual dining businesses. Pepper Lunch business has grown from
its first outlet in 2010 to 22 outlets as of 31 December 2013, with
continuously increasing its presence in Beijing, Tianjin and Shanghai.
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MANAGEMENT DISCUSSION AND ANALYSIS
P s S S A

Providing customers with diversified food choices remains the
Group’s strategy for sustainable and continuous development. In
doing so, the Group has once again brought into China a brand new
dining concept to its customers by cooperating with PappaRich,
a renowned Malaysian brand serving unique, exotic and authentic
dining experiences across different continents world-wide. During
2013, PappaRich opened 2 outlets in Shanghai which have been
blessed with warm reception from the younger generation of
customers. The business has been progressing well.

The table below illustrates the number of restaurants by major
brands, together with the average spending per customer including
gross revenue from dining and tea related products, and percentage
of revenue contributed to the Group:

No. of restaurants
as at 31 December

Average spending

for the year ended

ARERHEMEMENRMRE  EEAEE
BRAHEMRABRRAKE - AEHES
N5 B B A /5 R 7 58 @ 8 PappaRich &
B BRAEFBRAERESIAHFNERES -
PappaRichZ P EB 4 « [EREBREKRMEER
BE EREBRERZEAM RZZT—=F-
LEBELLEHRTBEEE  EXFEAR
W EBERIBE o

TERHAAZEIEREEONERKE  REA
B (BREKEERMEBE MBI Kk
HASEWREA DL

Percentage of
revenue contributed
to the Group
for the year ended
31 December

per customer

31 December

2013 2012 2013 2012 2013 2012
EAREE
BEYE REAGHERE WEBDEEEBE
R+=A=+—H tTZA=t+—-HLEHEE TZA=t+—-HLEEE

—EB-=f T —B-=f T —B-=F —T—=F
Brand RMB RMB
A e AR¥E AR
Tang Palace Seafood Restaurant 16 14 145.2 165.3 64.8% 66.1%
BB BN
Tang’s Cuisine 5 5 296.6 331.2 14.2% 11.8%
EEE%
Excellent Tang Palace 2 2 96.9 102.4 7.9% 8.9%
BitES
Tang Palace Restaurant 1 1 124.5 109.4 3.7% 7.2%
E=hE
Pepper Lunch 22 14 40.3 41.8 7.5% 4.4%
ARE R
PappaRich 2 - 62.7 - 0.5% -
2EE
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MANAGEMENT DISCUSSION AND ANALYSIS
B PR ol S 3 A

Outlook and Prospect

2013 was a year of change for the catering industry in China, with
the Chinese government’s policy in tightening spending, the avian
influenza followed by poultry sale suspension. Continuous increase
of operating costs had given the industry a chance of transformation
to adjust to the new era of the industry, which was not an easy
task. The Group, however, has proven its perseverance and solid
foundation with steady growth and expansion of network. Looking
ahead, the Group believes that maintaining its existing approach on
its diverse cuisine choices is a powerful strategy matching with the
new customer spending pattern. It will continue to develop Chinese
restaurant business in a steady pace, while progressively develop the
casual dining business to conform with our multi-branding strategy.

The Group regards the expansion of its customer base as the top
priority on its “to-do list”. One effective measure being adopted by the
Group for enticing new customers and promoting customer loyalty
was the launch of the membership card programme. Elevating the
Group’s presence in banquet market has continued to be one of
the important drivers for generation of stable revenue. To this end,
the Group has launched a new restaurant targets specifically on
banqueting in 2014, and will offer catering delivery service in full swing
in an attempt to increase its revenue by providing on-site catering
and banquet services. On the other hand, the Group is preparing to
further develop “take away” services to reinforce its operating revenue
other than from within the restaurant floor as well as to promote
brand recognition, thereby effectively enhancing its profitability.

Online shopping has become increasingly popular as the pattern
of daily life of today’s consumers keeps evolving with technological
innovation. As the Group saw the emerging trend where more
conventional means of consumers spending were shifting to
purchasing through internet and mobile devices, it has been making
use of this platform to further its interaction with customers and
engaging in vigorous promotion of online shopping, for strengthening
its results. Our vision is to achieve better rate of repeated customers
with more precise and exact marketing and more straightforward and
direct customer service.

On the other hand, the Group envisages that casual dining would
more and more become an important part of modern daily dining
pattern, and therefore the development of casual dining business
will be one of its focuses. It will actively pursue the expansion of its
Pepper Lunch and PappaRich operations and is planning to open
PappaRich outlets outside Shanghai (including Hong Kong and
Macau) as well as to open more Pepper Lunch outlets in Beijing,
Shanghai and Tianjin. The Group will constantly review and adjust the
expansion plans to respond to the latest market trend.
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The Group has made a decisive move in implementing policies to
further enhance efficiency and will continue to enlarge the scale of
central procurement, in addition to sizable and reputable strategic
partner such as Metro Jinjiang Cash & Carry Co., Ltd. and Yihai Kerry
Food Sales & Distribution Co., Ltd., the Group has recently signed
a strategy cooperation agreement with China Resources Ng Fung
Limited. The Group will put its utmost effort in searching reliable
food raw materials suppliers to stabilise the costs and volume of raw
materials supply and provide higher assurance to food quality with the
traceability of food. Moreover, we are in the progress to optimise the
production and procurement capacities of the food processing plant,
introduce additional product lines include seasonings and flavours,
seasonal products, “Tang Palace” brand products and products for
easy storage and logistic delivery purposes, in order to reduce food
cost and improve profitability of the restaurants. The Group will keep
working on the optimisation of existing organisational structure and
enhance our management model. It remains an important task to
maintain a stable labour cost through continuous improvements in
labour productivity and efficiency.

The Group perceives the expansion of its network and building up
of its presence as the core of its ongoing development plan. It will
adhere to a business model that depicts multi-brand and multi-
pricing, integrated operation, comprehensive coverage of consumer
layers and income stream diversification under different brands.
Above all, it vows to achieve optimisation of profitability through
improvement in efficiency as its primary objective. The Group is
confident that by enhancing operational efficiency, it will enable the
Group to confront any challenges and thrive in coming years.

ANNUAL REPORT 2013 — T — =4 F#f

AEBREEBRBER  E—TRSBE  AK
BEBRBAPREBORER BRTHEHBREFARE
MIEBMREBEAERHFMSRTEERERES
BERAAMEERERMABRAREAE
Sh - EETIRIEREH S HAR A RRRT R
BEHE  SERBRREES KA ENHE
B UIRERMER - BRI A& B HRIA
BREELRMEZE ° BI - RMAEBEZRE
EmMITmEERKXED - BINEEM
B BERERARH FHULER BEEaEES
LBERENMREBEANERS - EAMEKE
BMEA - ZFFIEBMEES I - REHK
FESCREBABRERE  JCETHERE - #H1T
FEVERERN 'S ANEHEMEE - BRE
EHBTHRA - DAREERER -

AEBUBABK KIS EE R RFESR
R8> YAZmEZEL - REEE - R
EREE SR EIAL A & amEEE TR AWK
AR - BRGNS - MENRE - BN
N E BB - AREREL  BERSE
BYER - REBE A R REAE - KFERE

*
7




MANAGEMENT DISCUSSION AND ANALYSIS

B PR E S 43
FINANCIAL REVIEW Bt 7% Bl 8
Revenue I %5

The Group’s revenue for FY2013 increased by RMB77.7 million, or ANEER T —=FHHEE 2 WzELmA R

by 9.4%, from RMB824.7 million for FY2012 to RMB902.4 milion #¥77.7B&E7T * 569.4% * BT — —FHHKE

for FY2013. Such increase was mainly attributable to the revenues EMARBEUATEBTIEE — B — = F8H4E

contributed by the 12 additional restaurants, partially offset by the EAJAKREEQ02.4F E T o 1&g E ERMN12MH T

decrease in per customer spending. The following table illustrates the 2 ZEEFFEW A - HEEPIBHHEZ A AHE

number of restaurants in operation and revenue for FY2013: BRAKE TRAAZS—=FUBRFE
EEBEMEE kG ¢

Southern China Eastern China Northern China Total
2013 2012 2013 2012 2013 2012 2013 2012

Number of restaurants i ER #i1t st
2EHE “E-=f -T--—f -—B-=f -T-—F -B-=H -T-—F —B-=H -T- 4
Chinese restaurant 4 4 12 10 8 8 24 22
FHAEE
Japanese restaurant 1 1 1 1 - - 2 2
AAEE
Pepper Lunch restaurant - - 6 2 16 12 22 14
PappaRich restaurant - - 2 - - - 2 -
SESEE
Total 5 5 21 13 24 20 50 38
Revenue (RMB’000) 151,545 133,551 440,038 364,824 310,837 326,337 902,420 824,712
gz (AR#ETT)

During the year, the issuance of a set of regulations and restrictions to 4y - mEKFFHLE —ERBIREZES  THE
promote frugality and curb waste by the Chinese government casted 45 1 g PIRE S WL RARTEMEYBKY
an impact on certain customer groups’ expenditure. Northern China 4 EL S RZIBEAMNTEREN LR A
was mostly affected by such adverse market momentum where & g 2635 /4 7% - [k - FER REE A WKZED
revenue decreased by 4.7%. Meanwhile, revenue of Southern China 8|16 4113.5% 82 20.6% & AR 7 212 EE &) & LA
and Eastern China increased by 13.5% and 20.6% respectively, [z sl ks & S B E 8550 o
indicating that our intensified brand building and promotional

activities, together with the contribution from new restaurants, have

come into effect.
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Operating expenses

The overall operating expenses increased as a percentage of revenue.
Cost of inventories consumed increased from 41.0% to 42.1% due
to the heightened promotional activities launched to balance the
reduced customer spending. Staff cost increased from 25.1% to
26.3%, resulted from adjustment in wage level for restaurant staff.
Depreciation of items of property, plant and equipment (5.5% of
revenue), rental and related expenses (9.8% of revenue) as well as
the other expenses (7.3% of revenue) increased by less than 1%
each, mainly attributable by the increased number of new restaurants.
Utilities and consumables decreased from 6.3% to 5.7%, mirrored
the effort the Group has put on lowering expenses.

Income tax expense

Income tax expense for the year decreased by 7.3 million from
RMB20.4 million to RMB13.1 million. The Group’s effective income
tax rate decreased from 27.1% to 26.3% as a result of continuous
efficient tax planning during the year.

Profit attributable to equity holders of the Company for
the year

The Group’s profit attributable to equity holders of the Company
declined by RMB17.9 million from RMB54.8 million to RMB36.9
million. The net profit margin for the year decreased from 6.6% to
4.1%.

Cash flow

Cash and cash equivalents decreased by RMB31.4 million from
RMB265.4 million as at 31 December 2012 to RMB234.0 million as
at 31 December 2013.

Net cash of RMB83.2 million was generated from operating activities
for FY2013. Net cash used in investing activities amounted to
RMB83.8 million for FY2013, of which RMB58.2 million related to the
purchase of items of property, plant and equipment. Net cash used in
financing activities amounted to RMB30.7 million, including dividend
paid amounting to RMB32.4 million.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Liquidity and Financial Resources

The Group’s funding and treasury activities are managed and
controlled by senior management. The Group maintained cash and
cash equivalents and time deposits, in aggregate, of RMB261.5
million as at 31 December 2013 (31 December 2012: RMB265.4
million). As at 31 December 2013, the Group’s total assets, net
current assets and net assets were RMB522.4 million (31 December
2012: RMB500.2 million), RMB166.6 million (31 December 2012:
RMB182.4 million) and RMB372.4 million (31 December 2012:
RMB365.1 million), respectively.

As at 31 December 2013, the Group’s had no bank borrowings (31
December 2012: Nil). The gearing ratio was nil as at 31 December
2013 (31 December 2012: Nil).

As at 31 December 2013, the current ratio (calculated as current
assets divided by current liabilities) was 2.1 (31 December 2012: 2.4).

The directors are of the opinion that the Group has sufficient working
capital for the Group’s operations and expansion in the near future.

Foreign Currency Exposure

The business operations of the Group’s subsidiaries were conducted
mainly in the PRC with revenues and expenses of the Group’s
subsidiaries denominated mainly in RMB. The Group’s cash and bank
deposits were mainly denominated in RMB, with some denominated
in Hong Kong dollars. Any significant exchange rate fluctuations of
Hong Kong dollars against RMB as the functional currency may have
a financial impact to the Group.

As at 31 December 2013, the directors considered the Group’s

foreign exchange risk to be insignificant. During the year, the Group
did not use any financial instruments for hedging purposes.
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OTHER INFORMATION
Number and Remuneration of Employees

As at 31 December 2013, the Group had over 4,000 employees
in Hong Kong, Macau and the PRC. The Group recognises the
importance of human resources to its success, therefore qualified and
experienced personnel are recruited for expansion of new restaurants.
Remuneration is maintained at competitive levels with discretionary
bonuses payable on a merit basis and in line with industrial practice.
Other staff benefits provided by the Group include mandatory
provident fund, insurance schemes, share options, share awards and
performance related bonus.

Capital Commitment

Our capital commitment were approximately RMB6.6 million and
RMB4.4 million as at 31 December 2013 and 31 December 2012,
respectively.

Charges on Group’s Assets

As at 31 December 2013, the Group did not have any charges on its
assets (31 December 2012: Nil).

Contingent Liabilities

As at 31 December 2013, the Group did not have any material
contingent liabilities.

Material Acquisitions and Disposal of Subsidiaries and
Associated Companies

During the year, there was no material acquisition or disposal of
subsidiaries or associated companies of the Company.

Purchase, Sale or Redemption of Listed Securities of the
Company

During the year, neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s listed securities.
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BIOGRAPHIES OF DIRECTORS AND

SENIOR MANAGEMENT
b AR YNV

DIRECTORS
Executive Directors

Mr. Yip Shu Ming, aged 58, is one of the founders of our Group
and joined our Group in July 1992. Mr. Yip, also the chairman of the
Group, was appointed as an executive director of the Company on
25 March 2011. He is responsible for our Group’s overall corporate
operations, planning and business development. Mr. Yip is also a
director of certain subsidiaries of our Group. Mr. Yip has over 27
years of experience in restaurant business. He worked as general
manager at Fortune City Restaurant, which operated in Hong Kong,
from 1986 to 1995. Mr. Yip is a honorary founding president of
Shenzhen Overseas Chinese International Association. Mr. Yip is a
honorary president of The Hong Kong Federation of Restaurants &
Related Trades Limited. He is a part-time consultant of the China
Hotel Management Company Limited and a permanent honorary
committee member of The Chinese General Chamber of Commerce.
Apart from his interest in our Group, Mr. Yip is also one of the direct
or indirect owners of Meco Group and Dongguan Well Excellent,
two entities held by him for property investment and property leasing
businesses and the lessors under various tenancy agreements as
disclosed under the section headed “Directors’ Report — Continuing
Connected Transactions” in this annual report. Mr. Yip is the father of
Mr. Yip Ka Fai, a member of the senior management of our Group.

Mr. Chan Man Wai, aged 59, is one of the founders of our Group
and has been with our Group since its establishment in July 1992.
Mr. Chan, also the vice chairman of the Group, was appointed as
an executive director of the Company on 11 March 2010. He is
responsible for our Group’s overall corporate strategic development.
Mr. Chan is also a director of certain subsidiaries of the Group. He
has over 30 years of experience in restaurant business. Prior to the
establishment of Meco Petrochemical Limited in 1992, he co-owned
and operated with others the restaurants Fortune Flower Grill and
Lounge and Fortune City Restaurant in Hong Kong between 1983
and 1996. Apart from his interest in the Group, Mr. Chan is also
one of the direct or indirect owners of Meco Group and Dongguan
Well Excellent, two entities held by him for property investment and
property leasing businesses and the lessors under the CCT Tenancy
Agreements as disclosed under the section headed “Directors’
Report — Continuing Connected Transactions” in this annual report.
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Mr. Ku Hok Chiu, aged 68, is one of the founders of our Group,
and was appointed as an executive director of the Company on 25
March 2011. Mr. Ku joined our Group as a shareholder of Meco
Petrochemical Limited since May 1996 and became a director of
Shenzhen Tang Palace F&B Co., Ltd in July 1998. He is responsible
for our Group’s overall corporate strategic development. Mr. Ku has
over 28 years of experience in restaurant business. Prior to joining
the Group, he was one of the indirect owners of Datong Restaurant,
which operated in China, from 1985 to 1997.

Mr. Ku is also engaged in kitchen equipment business in China
through Chiu Kwun, involving manufacture, sale, installation and
maintenance of kitchen equipment and provision of consultancy
services related to kitchen equipment and kitchen layout. Apart from
his interest in the Group, Mr. Ku is also (i) one of the shareholders of
Meco Group and Dongguan Well Excellent respectively, two entities
held by him for property investment and property leasing and the
lessors under the CCT Tenancy Agreements as disclosed under
the section headed “Directors’ Report — Continuing Connected
Transactions” in this annual report; and (ii) the indirect sole owner
of Chiu Kwun, an entity held by him as the supplier and service
provider under the agreement as disclosed under the section headed
“Directors’ Report — Continuing Connected Transactions” in this
annual report.

Ms. Weng Peihe, aged 43, was appointed as an executive
director of the Company on 25 March 2011 and has been the chief
executive officer of our Group since March 2000. She joined our
Group in January 1997 and worked as senior manager to general
manager from January 1997 to February 2000. Ms. Weng is primarily
responsible for overseeing our Group’s business development,
market development, human resources, administration and logistics
management. Ms. Weng has over 25 years of experience in the
restaurant industry. Prior to joining the Group, she was engaged by
Dragon Hotel, managed by New World Hotels International in 1988.

Ms. Weng was awarded Excellent Female Entrepreneur in China
Hospitality Industry by the China Hotel Association and China
Finance, Commerce, Light, Textile and Tobacco Trade Union
jointly in 2004. She was elected as one of the 2009-2010 China
Hotel Industry 100 Elites and awarded the Platinum Five-Star
Medal by the China Hotel Industry Annual Conference Organizing
Committee in March 2010. Ms. Weng was awarded as one of the
Outstanding Entrepreneur in China Brand Development for 2010
jointly by China United Business News, Brand Magazine, China
Wisdom Engineering Association, China Academy of Management

ANNUAL REPORT 2013 — T — =4 F#f

HEEEL 685 AREEBAZ— K=
E——F=A-+hREZERARFNITE
£ HEEA-NANARFRAARMAREEE
RESOMECIERARBR AR —AAN
FLARERIESRERRRAERAFDNES - &
BEASENEBLERMER - HEERNE
BEFTEBEEBBFNER - MAKNEH
Al MR —NANREFE-NAEFASRRAER
(RAPEEE) 2 EREAEAZ— -

ERETEBBHETEREFEREBERS
ZRmEREE HE RERREBERE
EREBERBEREREEMR - BRERRAE

Bams - HEETR)EREE R REHE
MRz —  ZMRARRGEEARDER

BERMEHENMR DRI EETERE —FE
BiER 5 | —E R EECCTIHE WA T
7 R)ERNEEE—EEA  ZAFRRGE
ERANRRRAFREEERE —FHERE
R5 | —EFT B R N E T KRG HER o

SERLZL B R -_T——F=A-+H
BEZEARNAFNTES  YE_TTTHF
Z AREEAREETHRAR - ®RR—ANEF
—AMAREE  —AAEF-AEZ-FTFTT
FoRARBEESREBERBERE - FRLEITE
BEERAKENERER MHER AN
BR - -1THRERERE - SREINERERR
25F &5 o MAKRKER - RN —NANNFX
BTNt RER R ERN SRS -

LTV _FTMFEPBERE S KB
BRGEETEHARTEEMERERS KDL
EREE - HREAZSTNE-T—ZTFH
ERSARE  WR_ZT—TF=AEPER
EXFEHBZEERTHIERTOSRESR
B oSRIN-F——F-AETEBAER
Mo mEEsERSH  PREESTREMRE  FE
EEMBHER - PEBERMEEENEEG
MEEXmEEERESHAEESR —_T—F
FETFEMERERTAREEER - §RLTF

*
)



BIOGRAPHIES OF DIRECTORS AND SENIOR MANAGEMENT

0 AT N B

Science, China International Brand Academy and National High
Technology Industry Brand Academy in January 2011. Ms. Weng
was also awarded as one of the Outstanding Female Entrepreneur
in Shanghai Restaurant Industry, jointly by China Hotel Association
and Shanghai Restaurant Association in December 2011. Ms. Weng
was awarded 100 Outstanding Female Entrepreneur by China
Outstanding Female Entrepreneur Association in 2012. Ms. Weng
completed the Certificate in Chinese Restaurant Management Course
at the Hong Kong Institute of Vocational Education in 2002 and the
International Business Management CEO course at the Center for
Overseas Academic and Cultural Exchanges, Tsinghua University in
November 2005. She is currently studying for an executive master’s
degree in business administration at Peking University HSBC School
of Business.

Independent Non-Executive Directors

Mr. Kwong Chi Keung, JP (Justice of Peace), aged 59, was
appointed as our independent non-executive director on 25 March
2011. Mr. Kwong is qualified as a solicitor in Hong Kong, England,
Australia (Victoria) and Singapore. He is a senior partner of Messrs.
Sit Fung Kwong and Shum. Mr. Kwong had been an independent
non-executive director of (i) Sparkle Roll Group Limited (formerly
known as Global Food Culture Group Limited, Jade Dynasty Food
Culture Group Limited and Jade Dynasty Group Limited respectively)
(Stock Code: 970), a company listed on the Main Board of the
Stock Exchange, from August 2002 to October 2007 and (i) Hang
Ten Group Holdings Limited (Stock Code: 448), a company which
had been listed on the Main Board of the Stock Exchange since
October 2002 until it was privatized and delisted with effect from
20 March 2012. Mr. Kwong was a former Deputy Chairman of the
Copyright Tribunal of Hong Kong and a member of the Administrative
Appeals Board and Panel of Inland Revenue Board of Review. Mr.
Kwong is currently the President of the Asian Patent Attorneys
Association, a World Intellectual Property Organization appointed
Neutral for Alternative Dispute Resolution and Uniform Domain Name
Dispute Resolution Policy Panelist, fellow of the Chartered Institute
of Arbitrators (London) and Hong Kong Institute of Arbitrators,
a Chartered Arbitrator, Center for Effective Dispute Resolution
Accredited Mediator, and a Notary Public. He is a listed Arbitrator and
Adjudicator of the Hong Kong International Arbitration Center.

Mr. Kwong obtained a bachelor’s degree in laws (LLB) in November

1976 and a postgraduate certificate in laws (PCLL) in July 1977, both
from the University of Hong Kong.
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Mr. Kwong Ping Man, aged 49, was appointed as our independent
non-executive director on 25 March 2011. Mr. Kwong has over 16
years of experience in accounting and administration and is currently
a director of O’Park Corporate Services Limited. He had previously
worked as accountant, company secretary and chief financial officer
at private companies for over 9 years. Mr. Kwong had worked as
financial controller and company secretary of Polyard Petroleum
International Group Limited (formerly known as Kanstar Environmental
Paper Products Holdings Limited) (Stock Code: 8011) from March
2006 to July 2007 and Karce International Holdings Company Limited
(Stock Code: 1159) from June 2008 to January 2009, both of which
are listed on the Main Board of the Stock Exchange.

Mr. Kwong had been an independent non-executive director of
Yueshou Environmental Holdings Limited (formerly known as China
Rich Holdings Limited) (Stock Code: 1191), a company listed on the
Main Board of the Stock Exchange, since July 2007 until he retired
from his office in December 2011. He has been an independent
non-executive director of Century Sunshine Group Holdings Limited
(Stock Code: 509) (formerly known as Century Sunshine Ecological
Technology Holdings Ltd. (Stock Code: 8276)) since September
2004, a company listed on the Growth Enterprise Market of the Stock
Exchange until its listing was transferred to the Main Board of the
Stock Exchange on 1 August 2008. Mr. Kwong has also been an
independent non-executive director of Mitsumaru East Kit (Holdings)
Limited (Stock Code: 2358), a company listed on the Main Board of
the Stock Exchange, since March 2009 until he retired from his office
in 2012.

Mr. Kwong obtained a bachelor’s degree in commerce accounting
from Curtin University of Technology in Australia in August 1996, a
Postgraduate diploma in corporate administration (part-time) from the
Hong Kong Polytechnic University in November 1998 and a master’s
degree in professional accounting from the Hong Kong Polytechnic
University in November 2003. He is a certified practicing accountant
of the Australian Society of Certified Practicing Accountants (now
known as CPA Australia), a fellow of the Hong Kong Institute of
Certified Public Accountants, and an associate member of the Hong
Kong Institute of Chartered Secretaries and The Institute of Chartered
Secretaries & Administrators respectively.
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Mr. Cheung Kin Ting Alfred, aged 58, was appointed as our
independent non-executive director of the Company on 25 March
2011. Mr. Cheung has over 11 years of experience in the Chinese
style fast food restaurant industry in Hong Kong. From 2002 to
2009, he co-owned and operated with others the Chinese-style fast
food restaurants Cousin Cousin Cafe in Hong Kong. Currently, Mr.
Cheung has licensed the trade name of aforesaid Chinese-style fast
food restaurants to other independent third parties in the PRC at no
charge. Since 2004, Mr. Cheung has been engaged in the provision
of corporate training on communication skills, interpersonal skills and
team building to corporations, including corporations in the restaurant
industry. He is also a film director, script-writer and producer.

He obtained a Diploma of Arts in Chinese Language Literature from
the Hong Kong Baptist College (now known as Hong Kong Baptist
University) in June 1979 and an Executive Master of Business
Administration from The Hong Kong University of Science and
Technology in May 2009.

SENIOR MANAGEMENT

Mr. Wong Chung Yeung, aged 36, is the chief financial officer and
company secretary of the Company. Mr. Wong joined our Group in
January 2012 and is responsible for the overall management of the
Group’s finance and accounting, taxation, information technology,
investor relations and listing compliance functions. He graduated from
the Hong Kong University of Science and Technology in 1999 with a
bachelor’s degree of business administration in accounting and is a
member of the Hong Kong Institute of Certified Public Accountants.
Mr. Wong has over 13 years of experience in finance and accounting
profession. Prior to joining the Group, Mr. Wong worked as a senior
manager in an international accounting firm.
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Mr. Chen Zhi Xiong, aged 43, is the Vice President and the chief
operations officer of our Group. He has been with our Group since
May 2000. Since January 2013, Mr. Chen has become the Vice
President of our Group. He was an editor on the China Hotel and
Catering Industry Book Series Editorial Board from May 2005,
honorary consultant to the Provincial and Hong Kong Gourmet
Weekly from March 2006 and chairman of the Expert Committee
of Zhuhai Food & Beverage Association from June 2006. He was
accredited as China Cooking Master by China Hotel Association in
2003 and accredited National Judge Qualification (Hotel) — First Class
from China Hotel Association in 2004. Mr. Chen was also awarded
the group silver award in the 5th National Cooking Skills Competition
in 2003 by The Organizing Committee of the 5th National Cooking
Skills Competition, the Hong Kong, Guangdong and Macau Top Ten
Chefs 2004 — Gold Award by the Editorial Board of the Hong Kong,
Guangdong and Macau Chefs Ceremony and the Quan Guo Shi Jia
Jin Shao Jiang in the China Hotel System Service Skill Competition
by the China Hotel System Service Skill Competition (Zhongnan
District) Organizing Committee in 2005. He obtained a certificate from
the Nutritional Occupational Skills Testing Authority of the Ministry
of Labor and Social Security for passing the tests for nutritionist
and Chinese cook in December 2005 and June 2007 respectively.
In 2006, he was awarded a Diploma of Membership by Les Amis
d’Escoffier Society, Inc. (now known as Les Amis d’Escoffier Society
of New York, Inc.) as Honorary Chairman. Mr. Chen completed
the ERS 5S Management Certificate Course from the Hong Kong
Environmental Resource and Safety Institute in April 2009.

Mr. Yip Ka Fai (“Mr. KF Yip”), aged 32, is the general manager of
Vital Pepper (Beijing) Catering Management Co., Ltd. and a director
of Vital Pepper (Shanghai) Catering Management Co., Ltd. He joined
the administration department of our Group in August 2008. Mr.
KF Yip worked at Tao Heung Group Limited as assistant, business
management from August 2007 to July 2008. Mr. KF Yip was
awarded the Professional Diploma in Chinese Catering Management
by the Vocational Training Council in July 2008. Mr. KF Yip is the son
of Mr. Yip Shu Ming, one of our executive directors.
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COMPLIANCE WITH CORPORATE GOVERNANCE
CODE

The Board is committed to maintaining a high standard of corporate
governance practices to safeguard the interests of Company and
its shareholders and to enhance corporate value and accountability.
These can be achieved by an effective Board, segregation of duties
with clear responsibility, sound internal control, appropriate risk
assessment procedures and transparency to all the shareholders.

The Company has complied with all the code provisions as set
out in appendix 14 (Corporate Governance Code and Corporate
Governance Report) to the Listing Rules throughout the year.

BOARD OF DIRECTORS

The Board is in charge of the task of maximizing the financial
performance of the Group and making decisions in the best interest
of the Company. The Board is responsible for formulating business
policies and strategies, monitoring the performance of the senior
management of the Company, adopting and monitoring internal
business and management control, approving and monitoring annual
budgets and business plans, reviewing operational and financial
performance, considering dividend policy, reviewing and monitoring
the Company’s systems of financial control and risk management.
The Board has delegated the day-to-day management, administration
and operation of the Group and implementation and execution
of Board policies and strategies to the executive directors and
management of the Company.

As at 31 December 2013, the Board consists of seven members,
including four executive directors, Mr. Yip Shu Ming (Chairman),
Mr. Chan Man Wai (Vice-Chairman), Mr. Ku Hok Chiu, Ms. Weng
Peihe (Chief Executive Officer), and three independent non-executive
directors, Mr. Kwong Chi Keung, Mr. Kwong Ping Man and Mr.
Cheung Kin Ting Alfred. For the Board’s composition under major
diversified perspectives, one member is female, two of them aged
between 40 and 49, four aged between 50 and 59 and one aged
above 60. All members are Chinese with year of services less than
five years. Biographical details of each of the directors are set out on
pages 18 to 22 of this annual report. There is no financial, business,
family or other material/relevant relationship among members of the
Board.

24}

XERTA

EXZSHNHFSKTNERERER - IR
BEARBRERME  RACEEERHEA
HO%E@ﬂﬁ@E@%%$@‘%%%%

C RTERAREIEE - RE R EERF R
ﬁ BERRNEHERER -

KREFANE BT EMAEBIMER140 2

IN/NET)i
EYATRI R EE AWM EFEMFTA T RHEX -
BExe

EXeRANEAKENT BRI MAKRQE
B B FE I &8 &ﬁﬁ MTE Exg A A
AIEBRRLER  ZEBEARRSRERAR
MRR %%iWZQEQ%%ﬁqgﬁﬁéf%ﬁi%§ﬂiﬁﬁﬁ§~ it
ERERFEREREBNE  BREE MY
BRAE - %ﬁ%aﬁ%‘ﬂﬁ&%%$@ﬁm
ﬁﬂ“ﬁk? LERERERS EFEHAEEH

B TR BEREFERRERBNE
m&ﬁﬁ§%%$ﬂﬂmﬂﬁ%$&ﬁﬁA§
BE -

R-F—=%+-A=1+—8B EFEHLH
B B AR @%E%ﬁﬁé%%ﬁ%%i(
) BRXBEE(RBIEZRE) HB8BELE
AL (ITHAE) + =RI83 3!5%%17%%2%)%5

FoRE  BSAXEEMREELE - LLZTT
BEARARMEAKNESE KERE—%
7 MBZEHBNTFT4052495% - WEZEHN T
50E595% ' AR —RFH BO0BRIA L AL © T
EREHYATBEA  MERBEHINVESF -
BEERENFBIANATRFEISAE22E o
EXeNEBRYENT ¥ REIHME
X/BRRE -

TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) HmRAERRQF



CORPORATE GOVERNANCE REPORT
e J-g1ck e

Service contract of each of the executive directors expired on 24
March 2014 and was renewed for a specific term commencing
from 25 March 2014 and expiring on 24 March 2017, which could
be terminated by either party by giving not less than three months’
written notice.

In compliance with Rule 3.10 of the Listing Rules, the Company has
appointed three independent non-executive directors (representing
more than one-third of the Board), one of whom has appropriate
professional qualifications in accounting and financial management.
All the independent non-executive directors have confirmed in writing
to the Company that they have met all the guidelines for assessing
their independence as set out in rule 3.13 of the Listing Rules. Letter
of appointment of each of the independent non-executive directors
expired on 24 March 2014 and was renewed for a specific term
commencing from 25 March 2014 and expiring on 24 March 2017,
which could be terminated by either party by giving not less than one
month’s written notice.

Not less than one-third of the Board are subject to retirement from
office by rotation at the annual general meeting provided that every
director shall be subject to retirement by rotation at least once every
three years in accordance with the Articles of Association.

All directors, including independent non-executive directors, have
given sufficient time and effort to the affairs of the Group. Independent
non-executive directors have provided the Board with their diversified
expertise, experience and professional advice. The Board believes
that the ratio between executive directors and independent non —
executive directors is reasonable and adequate to provide sufficient
checks and balances that safeguard the interests of shareholders
of the Company and of the Group. The Board also believes that the
views and participation of the independent non-executive directors in
the Board and committee meetings provide independent judgment
on the issues relating to strategy, performance, conflict of interest and
management process to ensure that the interests of all shareholders
of the Company are considered and safeguarded.

All directors have full and timely access to all relevant information in
relation to the Group’s businesses and affairs as well as unrestricted
access to the advice and services of the company secretary,
who is responsible for providing directors with board papers and
related materials. The directors may seek independent professional
advice at the Company’s expenses in carrying out their duties and
responsibilities.
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The Company has subscribed appropriate and sufficient insurance
coverage on directors’ liabilities in respect of legal actions taken
against directors arising out of corporate activities.

During the year ended 31 December 2013, the Board held four
regular board meetings. At these regular board meetings, directors
discussed and exchanged their views on significant issues and
general operations of the Group, formulated business policies and
strategies, reviewed the financial performance and approved the
interim result of the Company for the six months ended 30 June
2013, as well as endorsed the Company policy to establish controls
for monitoring business and corporate developments and events
so that any potential inside information is promptly identified and
escalated.

The Board is responsible for performing the corporate governance
duties set out in paragraph D.3.1 of the Corporate Governance Code,
and in this regard the duties of the Board shall include:

(@  to develop and review the Company’s policies and practices on
corporate governance;

(b)  to review and monitor the training and continuous professional
development of directors and the senior management;

(c) toreview and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors of the Company; and

(e) toreview the Company’s compliance with the code and
disclosure in the Corporate Governance Report.

During the year under review, the Board considered and adopted
a board diversity policy and revised corporate governance code
pursuant to the code provision A.5.6 set out in Appendix 14 to the
Listing Rules.

The Board, through the audit committee, has conducted a review of
the effectiveness of the Group’s internal control systems for the year
ended 31 December 2013 covering all material financial, operational
and compliance controls and risk management functions, and is
satisfied that such systems are effective and adequate.
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Attendance of the individual directors at the regular board meetings
and general meeting for the year ended 31 December 2013 is set out
as follows:

Executive directors

BITEE

Mr. Yip Shu Ming (Chairman)
BRIRALE(FE)

Mr. Chan Man Wai (Vice-chairman)
BRYZ S (BIEE)

Mr. Ku Hok Chiu

L Jibta

Ms. Weng Peihe (Chief Executive Officer)
PERL T (TTHAEZ)

Independent non-executive directors
B HFHITEF

Mr. Kwong Chi Keung

B

Mr. Kwong Ping Man

BRRCSE A

Mr. Cheung Kin Ting Alfred
SRERRES A

At least 14 days’ notice prior to the date of regular board meeting
is given to all directors and an agenda together with board papers
are sent to all directors no less than three days before the date of
regular board meeting. All directors are given opportunity to include
in the agenda any other matter that they would like to discuss in the
meeting. With respect to the board committee meeting, reasonable
prior notice is given to all committee members. All directors and
committee members of the board committee are urged to attend
the board meeting and board committee meeting in person. For the
directors and committee members, who are unable to attend the
meeting, participation through electronic means are arranged and
available.

Should a director has a potential conflict of interest in a matter
being considered in the board meeting, he will abstain from voting.
Independent non-executive directors with no conflict of interest will be
present at meetings dealing with such conflict of interest issues.
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The company secretary assists the chairman of the Board in
preparation of the agenda for the board meeting and board
committee meeting and ensures that all applicable rules and
regulations regarding the board meeting are followed. He also
prepares and keeps detailed minutes of each board meeting and
board committee meeting. Within a reasonable time after each
meeting, the draft minutes is circulated to all directors or committee
members for comment and the final and approved version of minutes
is sent to all directors or committee members for their records. Board
committees, including the audit committee, nomination committee
and remuneration committee, all follow the applicable principles,
practices and procedures used in board meetings.

The Company has received from all directors records of their
continuous professional development training for the year ended 31
December 2013. Details of which are set out in below table:

Mr. Yip Shu Ming
ERiR%E

Mr. Chan Man Wai
PR (B

Mr. Ku Hok Chiu

Ef b

Ms. Weng Peihe
SR L

Mr. Kwong Chi Keung
BER L L

Mr. Kwong Ping Man
RBIA S S

Mr. Cheung Kin Ting Alfred
RERRER A

.
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BEHIOT ¢

Type of Continuous
Professional Development

BEEXRRER
Reading
regulatory
Attending updates or
seminar information

relevant to the
Company or its

on regulatory
development and

directors’ duties business
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EEHEN BBEEAAEH
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Mr. Yip Shu Ming is the chairman of the Board and Ms. Weng
Peihe is the chief executive officer of the Company, in compliance
with the Code Provision A.2.1 of Appendix 14 to the Listing Rules.
The divisions of responsibilities between the chairman of the Board
and the chief executive officer of the Company are clearly divided
to ensure a balance of power and authority and to reinforce their
independence and accountability.

Mr. Yip Shu Ming, being the chairman, is responsible for providing
leadership to the Board and ensuring that the Board functions
effectively; that directors receive in timely manner adequate
information which is complete and reliable and that all directors are
properly briefed on issues arising at board meetings. The chairman
also encourages directors to participate actively in and to make a full
contribution to the Board'’s affairs so that the Board acts in the best
interest of the Company.

Ms. Weng Peihe, being the chief executive officer of the Company,
is responsible for the daily operations of the Company, execution of
business policies, strategies, objectives and plans as formulated and
adopted by the Board and leading the management of the Company.

MODEL CODE

The Company has adopted its own code for securities transactions by
directors on terms no less exacting than the Model Code as set out
in Appendix 10 to the Listing Rules. The Company has made specific
enquiries to all of the directors and all of the directors confirmed that
they have complied with the required standards set out in the Model
Code during the year.

COMPLIANCE WITH NON-COMPETE UNDERTAKING

The Company has received the confirmation from the Controlling
Shareholders in respect of their compliance with the terms of the
Non-compete Undertaking for the year under review.
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DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors acknowledge their responsibility for preparation of
the financial statements for the financial year ended 31 December
2013 which are given a true and fair view of the state of affairs of the
Company and of the Group as at that date and of the Group’s results
and cash flows for the year then ended and are properly prepared on
the going concern basis in accordance with the applicable statutory
requirements and accounting standards. The directors, having made
appropriate enquiries, confirm that they are not aware of any material
uncertainties relating to events or conditions that may cast significant
doubt upon the Company’s ability to continue as a going concern.

The statement of the external auditors of the Company acknowledging
their reporting responsibilities on the financial statements is set out in
the “Independent Auditors’ Report” contained in this annual report.

BOARD COMMITTEES

The Board has established three board committees, namely audit
committee, remuneration committee and nomination committee,
to oversee particular aspects of the Company’s affairs. The board
committees are provided with sufficient resources to discharge their
duties.

The Board adopted a set of written terms of reference of each of the
board committees of the Company which are in line with the Listing
Rules requirements. The written terms of reference of each of the
board committees of the Company are posted on the websites of the
Stock Exchange and the Company.
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AUDIT COMMITTEE AND ACCOUNTABILITY

The Company established an Audit Committee on 25 March 2011
with written terms of reference in compliance with Rule 3.21 of the
Listing Rules. The terms of reference of the Audit Committee are
available on the websites of the Stock Exchange and the Company.
The Audit Committee comprises three members who are all
independent non-executive directors, namely Mr. Kwong Ping Man
(the chairman), Mr. Kwong Chi Keung and Mr. Cheung Kin Ting
Alfred. The Audit Committee reports to the Board and is delegated
by the Board to assess matters related to the financial statements.
Under its terms of reference, the Audit Committee is required to
perform, amongst the others, the following duties:

° making recommendation to the Board on appointment, re-
appointment and removal of external auditor and approving the
remuneration and terms of engagement of that external auditor,
and any questions of its resignation or dismissal;

° reviewing and monitoring the external auditor’s independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards;

° reviewing the Company’s financial controls, internal control and
risk management systems;

° reviewing the Group’s financial and accounting policies and
practices;

o ensuring that management has performed its duty to have an
effective internal control system; and

° monitoring the integrity of the Company’s financial statements
and annual reports and accounts and half-year report.

For the year ended 31 December 2013, two Audit Committee
meetings were held and all minutes were kept by the company
secretary. The Audit Committee has reviewed the accounting
policies and practices adopted by the Company and the unaudited
interim results and interim report of the Company for the six months
ended 30 June 2013 as well as assessed the effectiveness of the
Company’s internal control and risk management systems. The Audit
Committee reported that there was no material uncertainty that casts
doubt on the Company’s going concern ability.
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Attendance of individual members of the Audit Committee at
meetings for the year ended 31 December 2013 is set out as follows:

Committee Members

EEEHE

Mr. Kwong Ping Man (Chairman)
B Se ()

Mr. Kwong Chi Keung

B EE

Mr. Cheung Kin Ting Alfred
SRERBE ST

AUDITORS’ REMUNERATION

The remuneration paid to the Company’s external auditors is set out as
follows:

=+ _A=+—"BILFEERZ
2 ERIKE HFE SRS

i
g |HN
\

Meetings
Attended/Total
HERE,BE

2/2

2/2

2/2

1% 2 60 385 B
SN F AR BISNBAZEED 2 HrENE 0T

Fee paid/payable
e ERER
2013 2012
—E-—=fF —EF——fF
RMB’000 RMB’000
AR®T R AR%T R
Type of service: RFSIELE
Audit services BZIRTE 960 650
Non-audit services (Including tax advisory BRI (BIERE AR
and tax compliance services) RIS EERTS) 216 325
Total HEt 1,176 975
REMUNERATION COMMITTEE FMEEE

The Company established a Remuneration Committee on 25
March 2011 with written terms of reference in accordance with
Rule 3.25 of the Listing Rules. The terms of reference of the
Remuneration Committee are available on the websites of the
Stock Exchange and the Company. The principal responsibilities
of the Remuneration Committee include but not limited to make
recommendations to the Board on the overall remuneration policy
and structure and remuneration packages relating to all directors and
senior management of our Group and ensure none of the directors
determine their own remuneration. The Remuneration Committee
comprises three members who are all independent non-executive
directors, namely Mr. Kwong Chi Keung (the chairman), Mr. Kwong
Ping Man and Mr. Cheung Kin Ting Alfred.
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For the year ended 31 December 2013, one Remuneration
Committee meeting was held to review the remuneration packages
of the directors. The Remuneration Committee has made
recommendation to the board on the re-appointment terms and
remuneration package of each of the individual executive directors,
independent non-executive directors and senior management of the
Company. No director or his associate is involved in deciding his own
remuneration.

Attendance of individual members of the Remuneration Committee at
meeting for the year ended 31 December 2013 is set out as follows:

Committee Members
ZEERE

Mr. Kwong Chi Keung (Chairman)

BEREE(FE)
Mr. Kwong Ping Man

BBIR S SE A
Mr. Cheung Kin Ting Alfred

RERERE

For the year ended 31 December 2013, the remuneration of the
members of the senior management by band is set out below:

R-F-—=Ft+_A=+t—BHLFEFMEZE
ERITT-RFWNEESEH  EHESOH
MisE - N BB EAIMTES - B
#ﬂﬁ%$&$ AEREIR A MEEFH

TG EMESTSRILESR - RBEEFAH
T_Tcﬂﬁﬁ BASEBEERTOHH -

BE-TZF1+-_A=1T"HLFEFMZ
éi@ﬂ%ﬂﬁkﬁﬁ SEMREEIIINT

wE AR
Meetings

Attended/Total
HERE, BE

11

11

11

BE-_ T =+ A=+ ALFERRE
BABZEHBAERIT :

Number of

persons

Remuneration band (RMB) AR (ARYE) A
Nil to 1,000,000 £ %1,000,000 2
1,000,001 to 1,500,000 1,000,00121,500,000 -
1,500,001 to 2,000,000 1,500,001 2,000,000 1

Further particulars regarding the directors’ and chief executive’s
emoluments and the five highest paid employees as required to be
disclosed pursuant to Appendix 16 of the Listing Rules are set out in
notes 8 and 9 to the financial statements.
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NOMINATION COMMITTEE

The Company established a Nomination Committee on 25 March
2011 with written terms of reference amended on 28 March 2012
in accordance with A.5 of Appendix 14 to the Listing Rules. The
terms of reference of the Nomination Committee are available on the
websites of the Stock Exchange and the Company. The Nomination
Committee is responsible for, including but not limited to, making
recommendations to the Board regarding candidates to fill vacancies
of the Board. The Nomination Committee comprises three members
who are all independent non-executive directors, namely Mr. Cheung
Kin Ting Alfred (the chairman), Mr. Kwong Ping Man and Mr. Kwong
Chi Keung.

In reviewing and recommending the appointment of new directors,
the Nomination Committee would seek to identify the competencies
required to enable the Board to fulfill its responsibilities. The
resume or document of the nominee or candidate will be given
to the Nomination Committee for consideration. The Nomination
Committee adopted a process for selection and appointment of new
directors which provides the procedure for identification of potential
candidates, evaluation of the suitability of the candidate based on
his qualifications, skills, knowledge, business and related experience,
commitment, ability to contribute to the Board process and such
qualities and attributes that may be required by the Board.

On 26 June 2013, the Company adopted board diversity policy. The
Company sees the importance of the Board’s diversity in achieving a
sustainable and balanced development. Therefore, while the Board’s
appointment will be based on meritocracy, a range of diversity
perspectives will also be considered, including but not limited to
cultural and educational background, professional experience, skills,
knowledge, gender, age, ethnicity and length of service.

During the year ended 31 December 2013, one Nomination
Committee meeting was held by the Nomination Committee,
members of the Nomination Committee have reviewed the
composition of the Board which is determined by directors’ skills
and experience appropriate to the Company’s business and the
nomination policy of the Company.
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Attendance of individual members of the Nomination Committee at
meeting for the year ended 31 December 2013 is set out as follows:

Committee Members

EEEHE

Mr. Cheung Kin Ting Alfred (Chairman)
RERESRAE(LE)

Mr. Kwong Ping Man

RBR S5

Mr. Kwong Chi Keung

RSB SE A

SHAREHOLDERS’ RIGHTS

Convening EGM

The following procedures for shareholders to convene an EGM of the
Company are prepared in accordance with Articles 64 of the Articles
of Association:

1

One or more shareholders (“Requisitionist(s)”) holding, at the
date of deposit of the requisition, not less than one tenth of
the paid up capital of the Company having the right of voting
at general meetings, shall have the right, by written notice, to
require an EGM to be called by the directors for the transaction
of any business specified in such requisition.

Such requisition shall be made in writing to the directors or
the company secretary of the Company and lodged with (i) the
head office and (i) the registered office of the Company in the
Cayman Islands at Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman KY1-1111, Cayman Islands.

The EGM shall be held within two months after the deposit of
such requisition.

If the directors fail to proceed to convene the EGM within
twenty-one (21) days of such deposit, the Requisitionist(s)
himself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the Requisitionist(s) as a
result of the failure of the directors shall be reimbursed to the
Requisitionist(s) by the Company.
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Procedures for putting forward proposals at general
meetings by shareholders

There are no provisions under the Articles of Association or the
Companies Law, Cap 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands regarding procedures for shareholders
to put forward proposals at general meetings other than a proposal
of a person for election as director. Shareholders may follow the
procedures set out above to convene an extraordinary general
meeting for any business specified in such written requisition.

Procedures for Shareholders to Propose a Person for
Election as a Director

The following procedures for a shareholder of the Company to
propose a person for election as a director of the Company are
prepared in accordance with article 110 of the Articles of Association:

A shareholder may propose a person (“Candidate”) for election as
a director at a general meeting by lodging the following documents
within the period mentioned below at the head office and principle
place of business of the Company in Hong Kong at Unit 3 on 10th
Floor, Greenfield Tower, Concordia Plaza, No. 1 Science Museum
Road, Kowloon, Hong Kong or the branch share registrar and transfer
office (“Hong Kong Share Registrar”) of the Company in Hong Kong,
Tricor Investor Services Limited at Level 22, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong:

(@  a written notice (“Proposal Notice”) of the intention to propose
the Candidate for election as a Director, which must (i) state
the information of the Candidate as required by Rule 13.51(2)
of the Listing Rules, which is available on the Stock Exchange’s
website (www.hkex.com.hk) and (i) must be signed by the
shareholder; and

(b) a written notice (“Consent Notice”) by the Candidate, which
must () indicate his/her willingness to be elected as a Director
and consent to the publication of his/her personal information as
required by Rule 13.51(2) of the Listing Rules; and (i) must be
signed by the Candidate.

The Proposal Notice and the Consent Notice shall be lodged with
the head office or the Hong Kong Share Registrar of the Company
for a period of at least seven (7) clear days commencing no earlier
than the day after the despatch of the notice of the general meeting
and ending no later than seven (7) clear days before the date of such
general meeting.
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To enable the shareholders to make an informed decision on
their election at a general meeting, the Company shall publish
an announcement or issue a supplemental circular as soon as
practicable after the receipt of the Proposal Notice and the Consent
Notice. The Company shall include particulars of the Candidate in the
announcement or the supplementary circular.

The Company shall assess whether or not it is necessary to adjourn
the general meeting of the election to give shareholders at least ten (10)
business days to consider the relevant information disclosed in the
announcement or supplemental circular.

The aforesaid procedures have been uploaded to the Company’s
website.

Procedures for Directing Shareholders’ Enquiries to the
Board

To direct enquiries to the Board, the shareholders should submit his/
her enquiries in writing with his/her detailed contact information to the
company secretary at the following:

By post to the head office

Tel: (852) 2180-7055

Fax: (852) 2180-7056

Email: info@tanggong.cn
Website: http://www.tanggong.cn

INTERNAL CONTROL

The Board is responsible for ensuring that sound and effective
internal control systems are maintained within the Group. It is
achieved through an internal control committee (the “Internal Control
Committee”), comprising the chief executive officer and chief financial
officer of the Company, an external PRC legal counsel engaged
by the Company, and Mr. Kwong Ping Man (the independent non-
executive director, who possesses relevant experience to review
and assess the effectiveness and adequacy of the Company’s
internal control measures on a quarterly basis). The Internal Control
Committee is also responsible for the implementation of the remedial
plans recommended by the internal audit department, so as to ensure
our compliance with the Listing Rules and the relevant PRC laws and
regulations. Any deficiencies noted during the review process will be
addressed to the Board and the Audit Committee. The Company
has also established an internal audit department in March 2011.
The internal audit manager is professionally qualified with relevant
experience to monitor and oversee daily operation of internal control
matters. The internal audit department will report to the Audit
Committee to ensure operations in compliance with the applicable
laws, rules and regulations, and recommend remedial plans to the
Audit Committee.
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The Board and Audit Committee conducted a review and assessment
of the effectiveness of the Company’s internal control systems
including financial, operational and compliance controls and risk
management functions for the year ended 31 December 2013. The
assessment was made by discussions with the management of
the Company and its external and internal auditors. The Board are
satisfied that the existing internal control system is adequate and
effective in order to safeguard the Group’s assets and shareholders’
interests.

INVESTOR RELATIONS AND SHAREHOLDERS’
COMMUNICATIONS

The Company understands the importance of maintaining effective
mutual communication with its shareholders and values every
opportunity to communicate with them. The Company has adopted
a policy of disclosing clear and relevant information to shareholders
through various channels in a timely manner. Annual and interim
reports are printed and sent to all shareholders by post as requested.
The Company has also complied with provisions of the Listing
Rules by posting announcements, notices, annual reports, interim
reports and shareholders’ circulars on the websites of the Stock
Exchange and the Company (http://www.tanggong.cn). Apart from
these documents, press releases and newsletters are posted on the
Company’s website to enhance its transparency. Being constantly
updated in a timely manner, the website also contains a wide range
of additional information on Company’s business activities.

In addition to publication of information, the annual general meeting
of the Company provides a forum for communication between
shareholders and directors. The chairman of the Board in person
chairs the annual general meeting to ensure shareholders’ views
are communicated to the Board. Moreover, the briefing on the
Company’s business and the questions and answer session at the
annual general meeting allow shareholders to stay informed of the
Group’s strategies and goals.
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In addition to the chairman of the Board, the chairman of the board
committees, or in their absence, other members of the respective
committees and the external auditors of the Company, are available
to answer any queries that shareholders may have. The chairman
of the Board will propose separate resolutions for each issue to be
considered at the annual general meeting.

The annual general meeting proceedings are reviewed from time to
time to ensure that the Company follows best corporate governance
practices and shareholders’ rights are preserved. Notice of annual
general meeting is delivered to all shareholders at least 20 clear
business days prior to the date of the annual general meeting,
setting out details of each proposed resolution and other relevant
information. The procedures for demanding and conducting a poll
will be explained by the chairman of the Board at the annual general
meeting. Poll results are to be released by way of publication of an
announcement.

CONSTITUTIONAL DOCUMENTS

During the year, there is no significant change in the Company’s
constitutional documents.
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DIRECTORS’ REPORT
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The directors present their report and the audited financial statements
for the year ended 31 December 2013.

PRINCIPAL ACTIVITY

The Company acts as an investment holding company. Principal
activities of its principal subsidiaries are set out in note 16 to the
financial statements. There were no significant changes in the nature
of the Group’s principal activities during the year.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2013 are
set out in the consolidated statement of profit or loss on page 66 of
this annual report.

The directors recommend the payment of a final dividend of
HK®6.6 cents per ordinary share in respect of the year ended 31
December 2013 to the shareholders whose names appear on the
register of members of the Company on 9 June 2014, amounting to
approximately RMB22,096,000.

CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining the entitlement of the shareholders to
attend and vote at the AGM to be held on 30 May 2014, the register
of members of the Company will be closed from 26 May 2014 to 30
May 2014 (both days inclusive), during which period no transfer of
share(s) will be effected. In order to be eligible to attend and vote at
the AGM, all transfers documents, accompanied by the relevant share
certificates, must be lodged with Tricor Investor Services Limited, the
branch share registrar and transfer office of the Company in Hong
Kong, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong
Kong for registration not later than 4:30 p.m. on 23 May 2014.

The proposed final dividend is subject to the passing of an ordinary
resolution by the shareholders at the AGM. For the purpose of
determining the entitlement of the shareholders to the final dividend
for the year ended 31 December 2013 (if approved), the register
of members of the Company will be closed from 6 June 2014 to 9
June 2014 (both days inclusive), during which period no transfer of
share(s) will be effected. To be entitled to the final dividend for the
year ended 31 December 2013 (if approved), all transfers documents,
accompanied by the relevant share certificates, must be lodged
with Tricor Investor Services Limited, the branch share registrar and
transfer office of the Company in Hong Kong, at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong for registration not later
than 4:30 p.m. on 5 June 2014.
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SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and non-
controlling interests of the Group for the last five financial years is set
out on pages 140 to 141 of this annual report. This summary does
not form part of the audited financial statements of the Group for the
year ended 31 December 2013.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of
the Group during the year are set out in note 14 to the financial
statements.

SHARE CAPITAL

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

RESERVES

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

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s distributable reserves as at 31 December 2013,
as calculated in accordance with the provisions of the Companies
Law of the Cayman Islands, amounted to RMB65,648,000. Under
the Companies Law (2011 Revision) of the Cayman Islands and
the provisions of the Company’s Articles of Association, the share
premium account of the Company, in amount of RMB55,531,000 is
distributable to its shareholders provided that immediately following
the distribution or the payment of dividends, the Company is able to
pay its debts as they fall due in the ordinary course of business.

CHARITABLE CONTRIBUTIONS

During the year, the Group made charitable contributions amounting
to RMB602,000.

ANNUAL REPORT 2013 — T — =4 F#f

MBERRE

AEEBERBAMBFREZERMEEME
E - BEMFERERERZHBERNAFR
F140E141H - A BU TERAEEEE—
T—=Ft+ _A=t-"BUILFEZLEXMNB
HERZ EAE D

M BERRE

AREDE - BERRBRERNEDRER
TR 14

R

AR B PR A 6 1) B B B A 1 A B T SRR Y
23 e

e

ARBRAREFRAZHREDFBEDRIEHR
TSR 24(0) G A R E T -

RRTF 2 A Bk

R-TE—=F+-"A=+—H0  BEFRSHS
RaEZ REFFTE 2 AR RR A D R L
BAREE656480007T - IRIEFAESEE R A
F(ZE——F BN RAAGABERZAA
ZHE  MREHETHOIRIRNBRER - K
NARELREBKCLEHHEENHEESL 2
BRT ARRIZBRHEER(SEAARK
55,531,0007T) Al )& T E AR o

i

183

e

by
I
7

FR - AEEEELESEHRAREG602,000
7T|:O

*
\*")




DIRECTORS’ REPORT
R

DIRECTORS
The directors during the year and up to the date of this report were:
Executive Directors

Mr. Yip Shu Ming
Mr. Chan Man Wai
Mr. Ku Hok Chiu
Ms. Weng Peihe

Independent Non-Executive Directors

Mr. Kwong Chi Keung
Mr. Kwong Ping Man
Mr. Cheung Kin Ting Alfred

In accordance with the provisions of the Company’s Articles of
Association, Mr. Yip Shu Ming, Mr. Kwong Ping Man and Mr. Cheung
Kin Ting Alfred will retire as directors by rotation and, being eligible,
will offer themselves for re-election as directors at the forthcoming
AGM.

The Company has received annual confirmations of independence
pursuant to Rule 3.13 of the Listing Rules from Mr. Kwong Chi
Keung, Mr. Kwong Ping Man and Mr. Cheung Kin Ting Alfred. As at
the date of this report, the Company still considers these independent
non-executive directors to be independent.

DIRECTORS’ SERVICE CONTRACTS

Each of Mr. Yip Shu Ming, Mr. Chan Man Wai, Mr. Ku Hok Chiu
and Ms. Weng Peihe, all being executive directors, has entered
into a service contract with the Company for an initial term of three
years with effect from 25 March 2011, which shall be renewed and
extended automatically for successive terms of one year upon expiry
of the then current term until terminated by either party by giving not
less than three months’ written notice expiring at the end of the initial
term of their appointment or any time thereafter to the other.

The above service contracts were substituted by new service
contracts on 24 March 2014, with a specific term commencing
from 25 March 2014 and expiring on 24 March 2017, which could
be terminated by either party by giving not less than three months’
written notice.
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Each of Mr. Kwong Chi Keung, Mr. Kwong Ping Man and Mr. Cheung
Kin Ting Alfred, all being independent non-executive directors, has
been appointed for an initial term of two years commencing from 25
March 2011, which shall be renewed and extended automatically
for successive terms of one year upon expiry of the then current
term until terminated by either party giving not less than one
month’s written notice expiring at the end of the initial term of their
appointment or any time thereafter to the other. The appointments
are subject to the provisions of the Articles of Association with regard
to vacation of office of directors, removal and retirement by rotation of
directors.

The letter of appointment of each of the independent non-executive
directors expired on 24 March 2014 and was renewed for a specific
term commencing from 25 March 2014 and expiring on 24 March
2017, which could be terminated by either party by giving not less
than one month’s written notice.

No director proposed for re-election at the forthcoming AGM has a
service contract with the Company or any of our subsidiaries which
is not terminable by the employer within one year without payment of
compensation (other than statutory compensation).

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

The biographical details of directors of the Company and senior
management of the Group are disclosed in the section headed
“Biographies of Directors and Senior Management” on pages 18 to
23 of this annual report.

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

Other than the option holdings disclosed below, at no time during
the year was the Company, its holding company, or any of its
subsidiaries, a party to any arrangements to enable the directors
of the Company to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body
corporate.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES AND DEBENTURES

EERFETHRAEBRROREBRG RE
EEPESRAR

RZEB-—=F+"_A=+—H ARFEER
TR2TBABRARR REAREEEE(EE
Rz LB GGIFEXVER) 2 B fn - 18R &
EREETR  BALENARBAREES L
BI&PIE321GFE 2 Btz Em SRR
SHARRIRAE ST R A G AR B MBS TR as
FoRm - HBEHIMT

As at 31 December 2013, the interests and short positions of the
directors and chief executive of the Company in the shares and
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO),
as recorded in the register maintained by the Company under Section
352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code as follows:

Number of ordinary shares ™"

%;ﬁ Hﬁ% B (Het1)
Percentage of
the issued share
Held by capital of
controlled the Company
Beneficial corporation {522 7]
Name of Director owners HZ =4 Total BRETRA
EEpng BERBERA EERE et Aok
Ordinary shares of HK$0.1 each of
the Company
RAFFREEC BT BB
Mr. Yip Shu Ming - 100,650,000 (L) 100,650,000 (L) 24.05%
ﬁ*ﬁﬁ EH §E /_j:l_ (Note 2) (Hist2)
Mr. Chan Man Wai 2,716,000 143,700,000 (L) 146,416,000 (L) 34.98%
BT {2 S A (Note 3) (Hf£3)
Mr. Ku Hok Chiu - 42,950,000 (L) 42,950,000 (L) 10.26%
ek A (Note 4) (Hfit4)
Ms. Weng Peihe 3,520,000 (L) - 3,520,000 (L) 0.84%
SR+
Notes: Hiat -

1)

The letter “L” denotes the directors’ long position in the shares of the
Company or the relevant associated corporation.

Efu%%%%ﬁ’éﬂi@ﬁjﬁﬁ%ﬁﬁﬁ?ﬁf%@E‘D
Ao

(2)  These shares were held by Current Success Investments Limited,  (2)  IILZ#%{5 B Current Success Investments Limited
which is wholly-owned by Mr. Yip Shu Ming. By virtue of the SFO, Mr. (REBRLIE2ERER) R - BEEFEHR
Yip is taken to be interested in the shares held by Current Success BB & B - B 55 A 4 4R & 5 Current Success
Investments Limited. Investments Limited BT A RIAR 1D FF A 2 o

(3)  These shares were held by Best Active Investments Limited, whichis  (3)  IltZ %15 FiBest Active Investments Limited(#H R
wholly-owned by Mr. Chan Man Wai. By virtue of the SFO, Mr. Chan XEBEEDERE)FE - BIEFESRBEEG -
is taken to be interested in the shares held by Best Active Investments BRSC 44 237 Best Active Investments Limited T
Limited. FANRDDEARER -

(4)  These shares were held by Bright Mind Investments Limited, which is  (4)  t:Z %1% B Bright Mind Investments Limited (&

wholly-owned by Mr. Ku Hok Chiu. By virtue of the SFO, Mr. Ku is taken
to be interested in the shares held by Bright Mind Investments Limited.

BREE2ERE)FE - BEESFLBERD
& R B Bright Mind Investments Limited it
BENRGPHEEER -
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Save as disclosed above, as at 31 December 2013, none of the
directors or chief executive of the Company had registered an interest
or short position in the shares, underlying shares or debentures of
the Company or any of its associated corporations that was required
to be recorded pursuant to section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2013, the interests or short positions of the
persons (other than a director or chief executive of the Company) in
the shares and underlying shares of the Company as recorded in the
register required to be kept by the Company pursuant to Section 336
of the SFO were as follows:

BREXPBEEEN  R_FT—Z=ZF+_A
=t—B EFERARFEIBTRAEHES
AR AR AR EAREEB ARG - HEK
Mk ERET  BHAREREZMAEKRDIE
3521RAFE AN A NI TR s SR B 2 48
@mMORE - RRFIREST ARG A7) M
Rk m SRR o

FERRNRER G REER S ED

R-ZE—Z=F+-"A=+—H  REAQ2aKkH
SHERERR (0 P IR IR 7B 5 R BR B & B S8 33618 A A
RIATHEEZECMAESEEERIAR 2
BEH(RRAIEEHEETHAERINGT

Number and Approximate

class of percentage of

Capacity/nature of securities "*”  shareholding

Name of Shareholders interest BHEER REBLD

REHH B9, REmtty 2% ALt

Current Success Investments Limited et 22/ Beneficial owner 100,650,000 24.05%
EnEBA shares (L)
100,650,000
AR5 (L)

Ms. Wong Sau Mui "2 Interest of spouse 100,650,000 24.05%
|mERM L LT Ao iR MR shares (L)
100,650,000
&5 (L)

Best Active Investments Limited (et 93] Beneficial owner 143,700,000 34.33%
EREEA shares (L)
143,700,000
R (L)

Ms. Au Yim Bing M9 Interest of spouse 146,416,000 34.98%
[ ok 2 =) Ao (M E shares (L)
146,416,000
AR5 (L)

Bright Mind Investments Limited o 474 Beneficial owner 42,950,000 10.26%
EmEA A shares (L)
42,950,000
&5 (L)

Ms. Ku Wai Man "% Interest of spouse 42,950,000 10.26%
TER LY [ ey shares (L)
42,950,000
B9 (L)
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Name of Shareholders

BRRIER

Orchid Asia IV, L.p. Mere9(ize)

OAN Holdings, L.P. Mot 9#:z)

Orchid Asia IV Group Management, Limite
Orchid Asia IV Group Limited et 92

Orchid Asia IV Investment, Limited Mote (%2

. S )
YM Investment Limited Mete 9#/#5)

(Note 5)

Ms. Lam Lai Ming
FREERR £ #5)

Mr. Li Gabriel ™9
$ %iﬁuz 5% E( H1:£5)

ManageCorp Limited et 98]

>
ey

o MNote 5)(Kits5)

Capacity/nature of
interest

59/ HEmtE

Beneficial owner

EmfAA

Interest of a controlled
corporation
ZIEFLEE R

Interest of a controlled
corporation
ZIEFLEE R

Interest of a controlled
corporation
ZIEFLEE R

Interest of a controlled
corporation
ZIEFLEE R

Interest of a controlled
corporation
ZIEFLEE R

Founder of a discretionary
trust
REEFEEIIA

Founder of a discretionary
trust
ZREEFEEIIA

Trustee

XEEA

Number and
class of
securities "
EHFHEAR

ﬁ g(ﬂﬁﬁﬁ

33,082,000
shares (L)
33,082,000
A (L)

33,082,000
shares (L)
33,082,000
AR (L)

33,082,000
shares (L)
33,082,000
PR (L)

33,082,000
shares (L)
33,082,000
AR (L)

33,082,000
shares (L)
33,082,000
AR (L)

33,646,000
shares (L)
383,646,000
PR (L)

33,646,000
shares (L)
383,646,000
AR (L)

383,646,000
shares (L)
383,646,000
AR (L)

33,646,000
shares (L)
383,646,000
PR (L)

Approximate
percentage of
shareholding
BRIERMA
Aok

7.90%

7.90%

7.90%

7.90%

7.90%

8.04%

8.04%

8.04%

8.04%
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Notes:

(1) The letter “L” denotes the shareholder’s long position in the shares of
the Company.

(2)  These shares were beneficially owned by Current Success Investments
Limited, which was wholly-owned by Mr. Yip Shu Ming. By virtue of
the SFO, Mr. Yip is taken to be interested in the shares held by Current
Success Investments Limited. Ms. Wong Sau Mui is the spouse of Mr.
Yip. Under the SFO, Ms. Wong is taken to be interested in the shares in
which Mr. Yip is interested.

©)) These shares were beneficially owned by Best Active Investments
Limited, which was wholly-owned by Mr. Chan Man Wai. By virtue of
the SFO, Mr. Chan is taken to be interested in the shares held by Best
Active Investments Limited. Ms. Au Yim Bing is the spouse of Mr. Chan.
Under the SFO, Ms. Au is taken to be interested in the shares in which
Mr. Chan is interested.

(4)  These shares were beneficially owned by Bright Mind Investments
Limited, which was wholly-owned by Mr. Ku Hok Chiu. By virtue of the
SFO, Mr. Ku is taken to be interested in the shares held by Bright Mind
Investments Limited. Ms. Ku Wai Man is the spouse of Mr. Ku. Under
the SFO, Ms. Ku is taken to be interested in the shares in which Mr. Ku is
interested.

5) So far as the directors are aware of, these shares were beneficially
owned as to 33,082,000 shares by Orchid Asia IV, L.P. and as to
564,000 shares by Orchid Asia IV Co-investment, Limited. Orchid Asia
IV, L.P. was wholly controlled by OAIV Holdings, L.P., which was in turn
wholly controlled by Orchid Asia IV Group Management, Limited, which
was in turn wholly controlled by Orchid Asia IV Group, Limited, which
was in turn wholly controlled by Orchid Asia IV Investment, Limited,
which was approximately 92.61% controlled by YM Investment Limited.
Orchid Asia IV Co-investment, Limited was wholly controlled by YM
Investment Limited. Under the SFO, OAIV Holdings, L.P., Orchid Asia
IV Group Management, Limited, Orchid Asia IV Group, Limited, Orchid
Asia IV Investment, Limited and YM Investment Limited were taken to
be interested in the shares beneficially owned by Orchid Asia IV, L.P.,
and YM Investment Limited was taken to be interested in the shares
beneficially owned by Orchid Asia IV Co-investment, Limited. Ms. Lam
Lai Ming and Mr. Li Gabriel were also interested in YM Investment
Limited through ManageCorp Limited as Trustee and were taken to be
interested in the shares in which YM Investment Limited was interested.

Save as disclosed above, as at 31 December 2013, no person (other
than a director or chief executive of the Company) had registered
an interest or short position in the shares and underlying shares of
the Company as recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO.
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(1) FEILRAKRBERREARBROHPHTAE -

(2)  #&%ZERR1PHCurrent Success Investments Limited &
5B » MCurrent Success Investments Limited
THREBREESERES - RBREHFRBER
] - B AR AR Current Success Investments
LimitedFTEFIRMN P B #Em - EF ML T REL
ERE - RIBFFBHRBEKRD - ELLWEE
RELEEBRENRD P ES#ER -

(3)  #&ZERX1DHBest Active Investments Limited &z 1
A - MBest Active Investments Limited J3 R S (&
LE2EHR - RREFRBEED - BREEK
18 A7 Best Active Investments Limited B i& (5 &
R  RBEKZTIRREENTES - BEE
HFREEGKY  BEXTHEARREEEEER
BRI PR R o

(4)  Z5PR HEBright Mind Investments Limited & 251
A - MBright Mind Investments Limited J3 i1 & 28
EERERA - BRIBHFRPAEKG - HLER
ZEF%EABrlght Mind Investments Limited Ffr A% {5
FEHED  5ERZTAHAENEREB - RIEE
HFRHEKRD SRR ARGEEEERE
MR R A R o

5) BEEME - ZFRMD 5 BIAOrchid Asia IV, L.P.
K Orchid Asia IV Co-investment, Limited® 57 H
33,082,0000% }564,0008% ° Orchid Asia IV, L.P.F
OAIV Holdings, L.P.E &z - fOAIV Holdings,
L.P.AOrchid Asia IV Group Management, Limited
BYEEH] - mOrchid Asia IV Group Management,
Limited8fOrchid Asia IV Group, Limited2sJ&#%
%l © Orchid Asia IV Group, LimitedfiOrchid Asia
IV Investment, Limited ¥ &l - fOrchid Asia
IV Investment, LimitedRlIJFAYM Investment Limited
#H92.61%1E25 © Orchid Asia IV Co-investment,
LimiteddEYM Investment Limited 858124 - 1R1%
A L HAEER - OAIV Holdings, L.P. » Orchid
Asia IV Group Management, Limited ~ Orchid Asia
IV Group, Limited ~ Orchid Asia IV Investment, Limited
K YM Investment Limited# 1% A Orchid Asia
V,LP.ERBEANKROPHEEEZ - MYM
Investment Limited # % & 7 Orchid Asia IV
Co-investment, Limited &1 B KI5 G 12
35 o MEBRR L+ R B ESE A TRAYM Investment
Limitedi@iBManageCorp Limited/E A FEABER
R WARBAYM Investment Limited A 2
BRI P AR
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SHARE OPTION SCHEMES AND SHARE AWARD PLAN

(a)

2
U/

BRESTERROREEE

Pre-IPO Share Option Scheme (a) BXAMBEAERETE
The Company had granted 4,000,000 options to eligible senior AARDIREE X AFHEEEBIRETS
management and employees of the Group to subscribe for FrfEMIRR RIEH - MAEEEERS
ordinary shares in the Company subject to the terms and HEE AEB KE B H 4,000,000 fE %
conditions stipulated under the Pre-IPO Share Option Scheme. 1 DGREEAR AT @AY o
As at 31 December 2013, there were 1,192,000 outstanding NR-—E—=%F+=-HA=+—H &8
options granted under the Pre-IPO Share Option Scheme which 1,192,00017 BB AR #E B B IE B X AR S Al
had not yet been exercised. Share options granted under the EIRRERT IR B M MR TE - BIBEH XA
Pre-IPO Share Option Scheme are exercisable at HK$0.825 per G2 & BB IR FE =T 21 3% K Y BE AR i 2 171
share and each of the grantees may exercise the share options BATR0.8255 T - MEREM ALY
(@) up to 30% thereof during the period from 20 April 2012 to AR(@ - E——FWA-_+HE-_T—=
19 April 2013; (b) subject to (a), up to 60% thereof during the FOA+NBERE @ 1TE&RZ30%HIER
period from 20 April 2012 to 19 April 2014; and (c) subject to (a) G (D)IBIR(@)EMER R ——Fr
and (b), all outstanding options during the period from 20 April AZ+BE=F—MNFHA+NBEHE -
2012 to 19 April 2015. TTEERZ60% R BB : N (c)RIR(a) X (b)
HNER R —_FMNA-+HEZ
T-RAFMHA+NABERE - TTEME KR
TTEA R ARAE -
The following table disclosed the movement in the Company’s TREEARFERENTANZEEBENR
share options during the year:
Lapsed upon
termination Asat
Asat of 31 December
1 January employment 2013
2013 Granted  Exercised  Cancelled  during the R
Exercise iy during during during year Z“E-Z=F
Vesting period Exercisable period pice ZB-=%  theyear  theyear  theyear  FRKL 2R
GRS bt %€ -A-B  EARE  EAOR FAEH  BARAM =1-B
Tranche 1 25/03/2011-19/04/2012  20/04/2012-20/04/2015 HK$0.825 - - - - - =
i 082587
Tranche 2 25/03/2011-19/04/2013  20/04/2013-20/04/2015 HKS$0.825 1,029,000 - 1,002,000 - 27,000 -
Ebiif 082587
Tranche 3 25/03/2011-19/04/2014  20/04/2014-20/04/2015 HK$0.825 1,372,000 - - - 180,000 1,192,000
i 082587
2,401,000 - 1,002,000 - 207,000 1,192,000

The weighted average closing price of the shares immediately
before the date on which the share options were exercised was

HK$1.58 (2012: HK$1.67).

B EE A HEETT R B BR AT A (9 Y pAE 15
W EBAIESEBIT(ZE——F 1678
JC) ©
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(b) Share Option Scheme

Up to and as at 31 December 2013, no options have been
granted or agreed to be granted pursuant to the Share Option
Scheme. Summary of some of the principal terms of the Share
Option Scheme are as follows:

(i)

(i)

ANNUAL REPORT 201

Purposes

The purpose of the Share Option Scheme is to enable
the Company to grant options to selected participants
as incentives or rewards for their contribution to the
Company. The directors consider the Share Option
Scheme, with its broadened basis of participation,
will enable the Company to reward the employees,
the directors and other selected participants for their
contributions to the Company.

Qualifying participants

The directors may, at its absolute discretion, invite any
person belonging to any of the following classes of
participants, to take up options to subscribe for shares:

(@a) any employee (whether full-time or part-time
including any executive director but excluding any
non-executive director) of the Company, any of
its subsidiaries or any entity (“Invested Entity”) in
which any member of the Company holds an equity
interest;

any non-executive directors (including independent
non-executive directors) of the Company, any of its
subsidiaries or any Invested Entity;

(cc) any supplier of goods or services to any member of

the Company or any Invested Entity;

any customer of any member of the Company or
any Invested Entity;

—E—ZFF3K

(b)
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(i)

(ee)

any person or entity that provides research,
development or other technological support to any
member of the Company or any Invested Entity;

any shareholder of any member of the Company or
any Invested Entity or any holder of any securities
issued by any member of the Company or any
Invested Entity;

any advisor (professional or otherwise) or consultant
to any area of business or business development of
any member of the Company or any Invested Entity;

any other group or classes of participants who
have contributed or may contribute by way of
joint venture, business alliance or other business
arrangement to the development and growth of the
Company;

and, for the purposes of the Share Option Scheme, the
offer for the grant of option may be made to any company
wholly owned by one or more persons belonging to any
of the above classes of participants.

Maximum number of shares

(aa)

The maximum number of shares which may be
issued upon the exercise of all outstanding options
granted and yet to be exercised under the Share
Option Scheme and any other share option scheme
adopted by the Company must not in aggregate
exceed 30% of the share capital of the Company in
issue from time to time.

(bb) The total number of the shares which may be

allotted and issued upon the exercise of all options
(excluding, for this purpose, options which have
lapsed in accordance with the terms of the Share
Option Scheme and any other share option scheme
of the Company) to be granted under the Share
Option Scheme and any other share option scheme
of the Company must not in aggregate exceed 10%
of the shares in issue on the Listing Date, being
40,000,000 shares (“General Scheme Limit”).

(i)

(ee)
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(co)

Subject to (aa) above but without prejudice to (dd)
below, the Company may seek approval of the
shareholders of the Company in general meeting
to refresh the General Scheme Limit provided that
the total number of shares which may be allotted
and issued upon exercise of all options to be
granted under the Share Option Scheme and any
other share option scheme of the Company must
not exceed 10% of the shares in issue as of the
date of approval of the limit and, for the purpose
of calculating the limit, options (including those
outstanding, cancelled, lapsed or exercised in
accordance with the Share Option Scheme and
any other share option scheme of the Company)
previously granted under the Share Option
Scheme and any other share option scheme of the
Company will not be counted. The circular sent
by the Company to its shareholders shall contain,
among other information, the information required
under Rule 17.02(2)(d) of the Listing Rules and
the disclaimer required under Rule 17.02(4) of the
Listing Rules.

Subject to (aa) above and without prejudice to
(cc) above, the Company may seek separate
shareholders’ of the Company approval in general
meeting to grant options beyond the General
Scheme Limit or, if applicable, the extended limit
referred to in (cc) above to participants specifically
identified by the Company before such approval
is sought. In such event, the Company must send
a circular to its shareholders containing a generic
description of the specified participants, the number
and terms of options to be granted, the purpose of
granting options to the specified participants with
an explanation as to how the terms of the options
serve such purpose and such other information
required under Rule 17.02(2)(d) of the Listing Rules
and the disclaimer required under Rule 17.02(4) of
the Listing Rules.
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(iv)

(v)

Maximum entitlement of each participant

The total number of shares issued and which may fall
to be issued upon the exercise of the options granted
under the Share Option Scheme and any other share
option scheme of the Group (including both exercised or
outstanding options) to each grantee in any 12-month
period shall not exceed 1% of the issued share capital
of the Company for the time being (“Individual Limit”).
Any further grant of options in excess of the Individual
Limit in any 12-month period up to and including the
date of such further grant must be separately approved
by the shareholders of the Company in general meeting
of the Company with such grantee and his associates
abstaining from voting. The number and terms (including
the exercise price) of options to be granted must be fixed
before the approval of the shareholders of the Company
and the date of the board meeting for proposing such
further grant should be taken as the date of grant for the
purpose of calculating the exercise price under note (1) to
Rule 17.03(9) of the Listing Rules.

Time of acceptance and exercise of options

An option may be accepted by a participant within 21
days from the date of the offer of grant of the option.

An option may be exercised in accordance with the terms
of the Share Option Scheme at any time during a period
to be determined and notified by the directors to each
grantee, which period may commence from the date of
the offer for the grant of options is made, but shall end in
any event not later than 10 years from the date of grant of
the option subject to the provisions for early termination
thereof. Unless otherwise determined by the directors and
stated in the offer for the grant of options to a grantee,
there is no minimum period required under the Share
Option Scheme for the holding of an option before it can
be exercised.

()

v)
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(c)
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(vi)

(vii)

(vii)

Subscription price for the shares and consideration for
the option

The subscription price for the shares under the Share
Option Scheme shall be a price determined by the
directors, but shall not be less than the highest of (i)
the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet for trade in one or
more board lots of the shares on the date of the offer for
the grant, which must be a business day; (i) the average
closing price of shares as stated in the Stock Exchange’s
daily quotations for the five business days immediately
preceding the date of the offer for the grant; and (iii) the
nominal value of a Share.

A nominal consideration of HK$1 is payable on
acceptance of the grant of an option.

Period of the Share Option Scheme

The Share Option Scheme will remain in force for a period
of 10 years commencing on the date on which the Share
Option Scheme is adopted.

Shares available for issue under the Share Option
Scheme

As at 27 March 2014, the total number of shares which
may be issued pursuant to the exercise of options which
may be granted under the Share Option Scheme was
40,000,000 shares, representing about 9.56% of the
issued share capital of the Company as at the date of this
report.

Share Award Plan

The Board may, subject to and in accordance with the rules

of the Share Award Plan, make an award of shares to certain
classes of eligible participants as specified in the Share Award
Plan, as determined by the Board from time to time on the
basis of the Board’s opinion as to the proposed awardee’s
contribution and/or future contribution to the development and
growth of the Group. The shares and other trust fund for the
implementation of the Share Award Plan are administered by
a trustee or trustees (the “Share Award Plan Trustee”) to be
appointed by the Company.

—E—ZFF3K

(c)

(i) ROZEERERIERE

BRI BBERHESE
71 ENBERO)R L BREZER
HI(MAREER)EBRZATNE AR
EBRAREE —F A LROOEH
{8 (i RZ R B2 B HA5
4% BB FrHE B RERAR
PR FWT(E ¢ (i) EE=%F
FRREE

TR A — 10 1% H B0 R P M B 7B A 11
BILRBERNE -

(vi) BT &) HIR
BT SN EERAE AR
W FEREFBR -

(viii) fESRIES &) T Al T ETT.2 R
RZT—MF=A=+tR ' 1T{ER
RT3 R H 2 B R T ]
T 317 2 B0 8 B2 40,000,000 8 A
> MARERH - AARRE#IT
PRAS499.56% °

Bt R B =&

ExgnNETMRER D ZEE R
MERT - Ak EEE 5PN E TR
RIEER2EERBERD  BEREHES
ETRRBEESTERERIEMALHAE
SEERIERIELNER R SHKRE
B THBRET - EITIRD KR
MR REMERES - AR
TREN—BAZBZFEA (R R
SXFEADERE -

*
)



DIRECTORS’ REPORT
R

*
NG’

Under the Share Award Plan, the Board shall determine the
eligibility of the eligible participants and the number of shares to
be awarded (the “Awarded Shares”) and notify the Share Award
Plan Trustee of the making of awards. The Share Award Plan
Trustee shall then set aside the appropriate number of Awarded
Shares pending the transfer and vesting to the relevant
participants out of a pool of shares which shall comprise of,
among others, shares either (1) transferred to it from any
person (other than the Group) by way of gift; (2) purchased by
the Share Award Plan Trustee out of the funds received by it
by way of gift or for nominal consideration; (3) subscribed for or
purchased by the Share Award Plan Trustee out of the funds
allocated by the Board out of the Group’s resources, subject to
the terms and conditions of the rules of the Share Award Plan.
The Share Award Plan Trustee may purchase shares on the
Stock Exchange at the prevailing market price or off market.
In respect of off-market transactions, purchases shall not be
made with any connected person, nor shall the purchase price
be higher than the lower of (1) the closing market price on the
date of such purchase, and (2) the average closing market
price for the five preceding trading days on which shares of
the Company were traded on the Stock Exchange. In any
given financial year of the Company, the maximum numbers of
shares to be purchased by the Share Award Plan Trustee shall
not exceed 10% of the total number of shares in issue of the
Company at the beginning of such financial year. The Share
Award Plan Trustee may also subscribe for new shares at par or
at such other subscription price as instructed by the Board out
of the Group’s contribution if the Board considers it appropriate
to do so. The Company shall comply with the relevant Listing
Rules when granting the Awarded Shares.

The legal and beneficial ownership of the relevant Awarded
Shares shall vest in the relevant selected participant within 10
business days after the latest of (1) the date specified on the
notice of the award given by the Board to the Share Award
Plan Trustee; and (2) where applicable, the date on which the
condition(s) or performance target(s) (if any) to be attained by
such selected participant as specified in the related notice of
award have been attained and notified to the Share Award Plan
Trustee by the Board in writing.

Unless early termination by the Board, the Share Award Plan
shall be valid and effective for a term of 10 years commencing
from the adoption date. Up to and as at 31 December 2013,
1,363,000 shares had been awarded under the Share Award
Plan.
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DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Save as disclosed in note 29(a) to the financial statements and in
the sections headed “Directors’ Report — Continuing Connected
Transactions” in this annual report, no director had a material
interest, either directly or indirectly, in any contract of significance
to the business of the Group to which the Company or any of its
subsidiaries was a party subsisted at the end of the year or at any
time during the year.

CONTINUING CONNECTED TRANSACTIONS

During the year, the Group had conducted the following continuing
connected transactions which were required to be disclosed pursuant
to Rules 14A.45 and 14A.46 of the Listing Rules:

(@) CCT Tenancy Agreements

Meco Group, a company incorporated in Hong Kong with
limited liability, is principally engaged in property investment. It
is owned as to 50% by Mr. Chan Man Wai, 35% by Mr. Yip Shu
Ming and 15% by Mr. Ku Hok Chiu. Dongguan Well Excellent,
a company established in the PRC with limited liability, is
principally engaged in property leasing. It is wholly owned by
HK Well Excellent, an investment holding company incorporated
in Hong Kong with limited liability and owned as to 50% by Mr.
Chan Man Wai, 35% by Mr. Yip Shu Ming and 15% by Mr. Ku
Hok Chiu. As Mr. Chan Man Wai, Mr. Yip Shu Ming and Mr.
Ku Hok Chiu are the controlling shareholders of the Company
and executive directors, each of Meco Group and Dongguan
Well Excellent is a connected person of the Company under the
Listing Rules.

Pursuant to the CCT Tenancy Agreements entered into
between the Group as lessee and Meco Group or (as the
case may be) Dongguan Well Excellent as landlord, the Group
agreed to lease the premises set out below for a specific term
expiring on 31 December 2015. The leased premises are used
for operation of restaurant, training centre or ancillary office by
the respective Group member.
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Further details in relation to the premises leased from Meco

EREXSEBERHENEEM RN

>
e/

Group and Dongguan Well Excellent are set out below:

BEFIAT

Total rent payable
under the CCT
Tenancy Agreements
(i) Location; and (Note 1)
Date of (i) Use RECCTRERS
SN Agreement () *% R EfhHees Terms Term of lease
Fif @AM (i) A# (Hit1) 3 BERX
Leases with Meco Group:
HERREZHE !
(1) 9 April 2013 () Units 2101, 2102, 2103, 2105, 1 January 2013 to Monthly rent of RMB104,000 is payable by 1 January 2013 to
“Z-=%#@ANA 2106, 2107 and 2108, Block H, 31 December 2015: the Group to Meco Group in advance 31 December 2015
Expo Square, Dongcheng District, RMBS, 744,000 each month. Such rent is inclusive “Z-=%—f—H
Dongguan Gity, “E-=F-f-H of rental tax and exclusive of water, ZCE-RF
Guangdong Province, E2E-1E electricity, telephone, television, heat, +-A=1+-H
the PRC +-A=t-R: gas, property management, cleaning,
(i) Restaurant AREE3 74400070 internet, car park and indoor facllities
() HEERERETRAE maintenance fees.
trBEFHE2101 - 2102 AEEANGARERRERAXAA
2103~ 2105 2106 * 2107 BARE104,0007 - #HE
2108% nEReHETREKE B8
i &E FiE EHE RRE MRE.
NEERE F2E . LEE.
FEERENRIGHEE -
2 9 April 2013 () Units, 2058, 2068, 2078, 2088, 1 January 2013 o Monthly rent of RMB45,308 is payable by 1 January 2013 to
—E-=5mANA 2098, 2248, 2258, 2308, 2318, 31 December 2015: the Group to Meco Group in advance 31 December 2015
2348, 2308, 2418, 2428, 2438, RMB1,631,088 each month. Such rent is inclusive “2-=%#-f—H
2448, 2458, and 2468, Shenzhen  —E—=F—F—H of rental tax and exclusive of water, Z°F-hE
Cinema, Zhonghai Commercial, 1 Z-E-1F electricity, telephone, television, heat, +-R=t-H
Xinyuan Road, Luohu District, = B= =l ¢ gas, property management, cleaning,
Shenzhen, ARH1631,0887C interet, car park and indoor facilities

U

the PRC

Restaurant

PEIR BRI
TR Y8t 2058 -
2068 + 2078 ~ 2088 * 2098 *
2248 + 2258 ~ 2308 * 2318 »
2348 ~ 2358 + 2418 - 2428 »
2438+ 2448 - 2458 170468%F

maintenance fees.
AEEABAREREERARA
RBAR¥45,3087 ° ZH &
PREESHETEEKE 58
5iHE EHB RAE MRE-
WEERE F2E . LBE.
FEERENRMGMEE «
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B 9Api2013
“E-=FNANR

@ 9Api2013
“E-ZFRANR

0

U
0

U

0

U
()

U

Units 3138, 3148, 3158, 3178,
Level 3, Shenzhen Cinema,
Zhonghai Commercial, 1 Xinyuan
Road, Luohu District,

Shenzhen,

the PRC

Training centre and ancilary office
AR AR AR 15
EEHAYERR3E3138
3148 - 3158+ 3178E
SRPOREERAE

Unit 1 on Level 6, Shenzhen
Cinema, Zhonghai Commercid,
1 Xinyuan Road, Luohu District,
Shenzhen,

the PRC

Restaurant
RERY B HEHE R
PR EhE =
£E
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1 January 2013 to
31 December 2015:
RMB1,080,000
“E-=5-j-H
BIE-TE
+-A=t+-A:
AE#1,080,0007

1 January 2013 to
31 December 2015
RMBS, 744,000
“E-ZF-f-H
ETE-RF
TZAZT-R:
ARH3 7440007

Monthly rent of RMB30,000 is payable by

the Group to Meco Group in advance
each month. Such rent is inclusive

of rental tax and exclusive of water,
glectricity, telephone, television, heat,
gas, property management, cleaning,
internet, car park and indoor facilities
maintenance fees.

AEEANEARZREERANN

FIEARE00007 - 2724
BERLH EFARKE BR
5% BHE EER.

MEE DEERE B2
LR BERRERAEEE

Monthly rent of RMB104,000 is payable by

the Group to Meco Group in advance
each month. Such rent is inclusive

of rental tax and exclusive of water,
electricity, telephone, television, heat,
gas, property management, cleaning,
internet, car park and indoor faciliies
maintenance fees.

AREANEARXR RSN

ATARK1040007 ¥4
BERSH  BFEEKE

5% 3HE BHE BRE.
MRE MEERE . FRE.
TRE  CEBRENRGSEE -

1 January 2013 to
31 December 2015
~F-=%-A-H
E_E-T%

+-h=t-H

1 January 2013 to
31 December 2015
“E-ZF-f-H
E-E-1F
t-R=1-H

\¥57
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Total rent payable
under the CCT
Tenancy Agreements
(i) Location;and (Note 1)
Date of (i) Use RECCTRS R
SIN  Agreement i %R EffhRsaE
F¥  HEEH i) R# (Hit1)
Lease with Dongguan Well Excellent:
HRZRE/AE
5) 9 April 2013 () Units 3106, 3107, 3108, 4106, 1 January 2013 to
“E-ZEMANA 4107 and 4108, Block H, Fxpo 31 December 2015
Square, Dongcheng District, RMB3,096,000
Donggu an City, “E-=f-j-H
Guangdong Province, ZE-TIF
the PRC +-A=t-R:
(i) Restaurant ARH3006,00070
(I PERFERENRAE
tEESHEEI106 - 3107 »
3108+ 4106 * 4107 [24108%
(=
Note:
(1) The rent was arrived at after arm’s length negotiations between

(b)

>
e/

the parties and determined by reference to the prevailing market
rent of the premises.

Master service agreement for the purchase,
manufacture, installation and maintenance of
kitchen equipment

Chiu Kwun, a company incorporated in the PRC with limited
liability in April 1990, is principally engaged in the manufacture,
sale, installation and maintenance of kitchen equipment and
provision of consultancy services related to kitchen equipment
and kitchen layout. It is indirectly wholly owned by Mr. Ku Hok
Chiu. As Mr. Ku Hok Chiu is a substantial shareholder of the
Company and executive director, Chiu Kwun is a connected
person of the Company under the Listing Rules.

(b)

Terms Term of lease

8 BE#N

Monthly rent of RMB86,000 is payable by 1 January 2013 to
the Group to Dongguan Well Excellent 31 December 2015
each month. Such rent is inclusive —E-=£-f-H
of rental tax and exclusive of water, R T-1fF
electricity, telephone, television, heat, +-A=1-H
gas, property management, cleaning,
internet, car park and indoor facilities
maintenance fees.
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On 25 March 2011, the Group entered into a master service
agreement with Chiu Kwun, pursuant to which the Group
agreed to purchase new kitchen equipment from and engage
Chiu Kwun for the manufacture, installation and maintenance
of kitchen equipment on such terms and conditions and at
such prices to be determined from time to time by the parties
on case by case basis after arm’s length negotiations. For
each transaction under the Chiu Kwun Service Agreement, the
parties shall enter into separate contract or order, provided
that the terms and conditions of each contract or order shall
be (a) on normal commercial terms; and (b) on terms which
we consider to be no less favorable to the Group than terms
offered by independent third parties suppliers to the Group
for such products or services of comparable quality. The Chiu
Kwun Service Agreement was entered into for a term expiring
on 31 December 2013 unless terminated earlier by three
months’ written notice by either party.

As the design for Pepper Lunch restaurants requires the prior
approval of SFBI (Asia-Pacific) Pte. Ltd., as franchisor, the
Group has not engaged and do not intend to engage Chiu
Kwun for provision of the above goods and services in respect
of Pepper Lunch restaurants. The directors estimate that the
annual transaction amount payable by the Group to Chiu
Kwun under the Chiu Kwun Service Agreement will not exceed
RMB6.2 million, RMB7.5 million and RMB9.9 million for the
years ending 31 December 2011, 2012 and 2013, respectively.

On 12 March 2014, the master service agreement was
renewed for a further term of three years from 1 January 2014
and expiring on 31 December 2016. The directors estimate that
the annual transaction amount payable by the Group to Chiu
Kwun under the Renewed Chiu Kwun Service Agreement will
not exceed RMB6.5 million, RMB7.0 million and RMB7.5 million
for the years ending 31 December 2014, 2015 and 2016,
respectively. Such agreement is terminable by three months’
written notice by other party.

The Company has complied with the disclosure requirements in
accordance with Chapter 14A of the Listing Rules in respect of
the continuing connected transactions disclosed in note 29(a)
to the financial statements.
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The independent non-executive directors have reviewed and
confirmed that the above continuing connected transactions
undertaken by the Group were entered into (i) in the ordinary and usual
course of business of the Group; (ii) either on normal commercial
terms or on terms no less favourable to the Group than terms
available to or from independent third parties; and (i) in accordance
with the relevant agreements governing the transactions on terms
that are fair and reasonable and in the interests of the shareholders
of the Company as a whole, as required in Rule 14A.37 of the Listing
Rules.

Ernst & Young, the Company’s auditors, was engaged to report
on the Group’s continuing connected transactions in accordance
with the Hong Kong Standard on Assurance Engagements 3000
“Assurance Engagements Other Than Audits or Reviews of Historical
Financial Information” and with reference to Practice Note 740
“Auditor’s Letter on Continuing Connected Transactions under
the Hong Kong Listing Rules” issued by the Hong Kong Institute
of Certified Public Accountants. Ernst & Young have issued their
unqualified letter containing their conclusions in respect of the
continuing connected transactions disclosed in (a) and (b) above by
the Group in accordance with the Listing Rules and confirming the
matters as stated in Rule 14A.38 of the Listing Rules.

MANAGEMENT CONTRACTS

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

PENSION SCHEMES

The employees employed in the PRC are members of the state-
managed retirement benefit schemes operated by the PRC
government. The PRC subsidiaries are required to contribute a
certain percentage of their payroll to the retirement benefit schemes
to fund the benefits. The only obligation of the Group with respect to
the retirement benefit schemes is to make the required contributions
under the schemes.

The Group also operates a Mandatory Provident Fund Scheme (“MPF
Scheme”) for all its qualifying employees in Hong Kong. The assets
of the MPF Scheme are held separately from those of the Group
in funds under the control of trustees. Under the rule of the MPF
Scheme, the employer and its employees are each required to make
contributions to the scheme at rate specified in the rules.

The Group contributed RMB18.2 million to the above mentioned
schemes for the year ended 31 December 2013.
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MAJOR CUSTOMERS AND SUPPLIERS

Aggregate sales attributable to the Group’s five largest customers
were less than 30% of the Group’s total sales for the year and
aggregate purchases attributable to the Group’s five largest suppliers
were less than 30% of the Group’s total purchases for the year.

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 any of the Company’s listed securities.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is
recommended by the Remuneration Committee on the basis of
their merit, qualifications and competence. The emoluments of the
directors are reviewed by the remuneration committee, having regard
to the Company’s operating results, individual performance and
comparable market statistics. The Company has adopted a Pre-IPO
Share Option Scheme, Share Option Scheme and Share Award Plan
as an incentive to directors and eligible employees, details of each of
the schemes are set out on pages 48 to 54 in this annual report.

PRE-EMPTIVE RIGHTS

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

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and exemption available
to the shareholders of the Company by reason of their holding of the
Company’s securities.

SUFFICIENCY OF PUBLIC FLOAT

Based on the 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.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

None of the directors or substantial shareholders of the Company or
any of their respective associates has engaged in any business that
competes or may compete with the business of the Group.

NON-COMPETE UNDERTAKING

On 25 March 2011, Mr. Chan Man Wai, Mr. Yip Shu Ming, Mr.
Ku Hok Chiu, Best Active Investments Limited, Current Success
Investments Limited and Bright Mind Investments Limited, have
given an irrevocable non-compete undertaking in favour of the Group
pursuant to which each of them irrevocably, unconditionally, jointly
and severally undertaken, among other matters, not to, directly or
indirectly, carry on, invest in or be engaged in any business which
would or may compete with the business of the Group. Details of the
Non-compete Undertaking have been set out in the section headed
“Relationship with our Controlling Shareholders” in the Prospectus.

The Non-compete Undertaking has become effective from the Listing
Date.

The Company has received the confirmation from the Controlling
Shareholders in respect of their compliance with the terms of the
Non-compete Undertaking from the Listing Date to the date of this
report.

The independent non-executive directors had reviewed the
compliance with and enforcement of the terms of the Non-compete
Undertaking by the Controlling Shareholders from the Listing Date to
the date of this report.

AUDIT COMMITTEE

The Audit Committee has reviewed the accounting policies,
accounting standards and practices adopted by the Group and the
consolidated financial statements and results of the Group for the
year ended 31 December 2013.
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AUDITORS

Ernst & Young were appointed by the directors to fill the casual
vacancy caused by the resignation of Deloitte Touche Tohmatsu as
auditors of the Company in 2012. There have been no other changes
of auditors in the past three years.

Ernst & Young will retire and a resolution for their re-appointment as
auditors of the Company will be proposed at the forthcoming AGM.

On behalf of the Board
Yip Shu Ming
Chairman

Hong Kong
27 March 2014

ANNUAL REPORT 2013 — T — =4 F#f

BB

LXEAMEBAIN T —_FREFSEE
RARBZEE - NEBRES s RS E
ETRIATRHEME L ZERRFZER - BE=F W&
HAZBENEEE -

KGR ERSPIRRE - AR EERRIEA
FAELBRRER  ENRETLOKGFTAED
SRR BIZEED

RREFS

TE

2Ll

i
—E-WE=A=++A

*
)




INDEPENDENT AUDITORS REPORT

3 3 A B e

e
EY =

To the shareholders of Tang Palace (China) Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Tang
Palace (China) Holdings Limited (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages 66 to 139, which comprise
the consolidated and company statements of financial position as
at 31 December 2013, and the consolidated statement of profit or
loss, 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.

AUDITORS’ RESPONSIBILITY

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

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.
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Ernst & Young Rk E R BT
22nd Floor ERPRRZEI®
CITIC Tower hiE K E2218

1 Tim Mei Avenue

Central, Hong Kong E=E: +852 2846 9888

{HEL: +852 2868 4432

Tel: +852 2846 9888 www.ey.com
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To the shareholders of Tang Palace (China) Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

AUDITORS’ RESPONSIBILITY (Continued)

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditors’
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 auditors
consider 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.

Ernst & Young

Certified Public Accountants
Hong Kong

27 March 2014
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

22 N R VN
e B R
Year ended 31 December 2013
BE-_ZT-—=F+-A=1+—RHI1LFE

2013 2012
—E—=F —EB——4F
Notes RMB’000 RMB’000
it AR¥ T ARETIT
Revenue g 5 902,420 824,712
Other income and gain H b W A B Wz 5 20,627 18,386
Cost of inventories consumed BREFERAK (380,162) (338,536)
Staff costs B TR (237,601) (206,917)
Depreciation of items of property, Y% - BB REREEE
plant and equipment e (49,785) (39,800)
Utilities and consumables NHEE MR KRB (51,525) (52,362)
Rental and related expenses He REERY (88,123) (72,773)
Other expenses HAanhA s (65,572) (57,453)
Finance costs B A 7 (282) =
PROFIT BEFORE TAX BR A A 6 49,997 75,257
Income tax expense FrS Bz 10 (13,144) (20,425)
PROFIT FOR THE YEAR ARE SRR 36,853 54,832
Attributable to: BN
Owners of the Company KARHER A 11 36,853 54,832
Non-controlling interests FEIERR R 2 - -
36,853 54,832
EARNINGS PER SHARE ATTRIBUTABLE AR R EBRER
TO ORDINARY EQUITY HOLDERS OF BEAELRZ
THE COMPANY BRER 13
Basic (RMB cents) ERNARED) 8.83 13.19
Diluted (RMB cents) #E(ARED) 8.81 13.14

Details of the dividends proposed for the year are disclosed in note

12 to the financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Ao 7 2 WAL ik R

Year ended 31 December 2013
BE-_Z—=F+-A=+—HIFE

2013 2012
—E-=fF —F——fF
Note RMB’000 RMB’000
HiaE AR®T AREFT
PROFIT FOR THE YEAR REERR 36,853 54,832
OTHER COMPREHENSIVE LOSS Hit 2 HEEE
Other comprehensive income to be RE RS ER
reclassified to profit or loss in DEEBERZ
subsequent periods: Hib 2wk
Exchange differences on translation of MERINETE 2
foreign operations M H =5 (772) (496)
TOTAL COMPREHENSIVE INCOME FREEWHAE
FOR THE YEAR 36,081 54,336
Attributable to: BEEN
Owners of the Company ZiN/NEIEZ 2= DN 11 36,081 54,336
Non-controlling interests IR R A - =
36,081 54,336
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

i AR DL 3R
31 December 2013
RZE—=F+=RA=+—H

2013 2012
—E-—=fF —EF——fF
Notes RMB’000 RMB’000
Kzt ARET T ARETIT
NON-CURRENT ASSETS FREBEE
Property, plant and equipment M MR MR G 14 156,560 148,699
Intangible assets mEEE 15 11,513 12,169
Deposits e 18 34,192 16,802
Deferred tax assets TEIERIE B = 22 4,763 6,097
Total non-current assets IEMENE EBTE 207,028 183,767
CURRENT ASSETS REBEE
Inventories FE 17 29,520 24,048
Trade and other receivables and prepayments £ 5 5 H fif fE U 5008 [z
B 18 24,387 26,941
Time deposits TE HATF R 20 27,445 =
Cash and cash equivalents B kREHE 20 234,035 265,405
Total current assets MBEELARE 315,387 316,394
CURRENT LIABILITIES i =R
Trade and other payables 25 R EAMENFIE 21 142,509 128,344
Amount due to a related company JES B A R FRIE 19 4,258 1,394
Tax payable FESFRIR 2,054 4,254
Total current liabilities M EERRE 148,821 133,992
NET CURRENT ASSETS REEEFE 166,566 182,402
TOTAL ASSETS LESS CURRENT HEERRBARS
LIABILITIES 373,594 366,169
NON-CURRENT LIABILITIES FREBEE
Deferred tax liabilities FEEFIEAE 22 1,177 1,115
Net assets BEFE 372,417 365,054
EQUITY =
Equity attributable to owners RATHEE AEMN
of the Company s
Issued capital BT A 23 35,133 34,944
Reserves fH 24(a) 336,284 330,110
371,417 365,054
Non-controlling interests eI A 1,000 =
Total equity B 372,417 365,054
Yip Shu Ming Chan Man Wai
R BRI (&
Director Director
EE EE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
%o T HE 25 58 B %

Year ended 31 December 2013
BE-_Z—=F+-A=+—HIFE

Attributable to owners of the Company

KAAREARE
Share  Statutory Share Exchange Non-
Issued ~ premium general option Other  fluctuation ~ Retained controlling Total
capital account reserve reserve reserve reserve profits Totll interests equity
EE-R EXRE

BEkE  BiiR i BREGE  RUER B RER £ FEREE 4R
Noes  RVBOD  RWBON  RVBOO  RWBOD  RVBOX  RVBOM  RWBON  RVBOO  RWBOD VB
K& \RETL AR ARMTR ARETR AR®TR ARRTL ARETL ARRTR ARMTR ARMTR

(note 29) (note 24(a) (ote 25 (note 24(a)
(H523) (siony)  (hsos)  (hsiodsy)

At 1 January 2012 R-E-—%-A-H 34,853 114,106 2,886 1498 14326 - 93590 339259 - 339259
Proftfor the year Emi - - - - - - 5483 5483 - 5483
Other compreensive loss EMERZERR:

forthe year:

Eichange dfeence on fensfonof ~~ REENEEMELH

foregn operations EfzE - - - - - (£96) - (199) - (199)

Total comprehensiie income: EpdmkGag

forthe year - - - - - (49%) 54832 5433 - 5433
Equiy-setted share opton amangement~ LIRAEE 2B RiER % = = = 1238 = = = 1238 - 1238
Bxercise of share options EERE 2 91 1,604 - (044) - - - 751 - 7o
Saeoptons epsed durng tever  EREHZERE - - - o1 - s 0 8 - -
Finel 2011 chidend declared ERE——ERER: - sy - - - - - PR - B0
Transfer from retaned profts BiflEg - - 7 - - - (769 - - -
At 31 December 2012 RoB-E+-f=1-A 34944 85,180° 21,675° 165" T4.326° (496 147,860° 365,064 - 365,04
At 1 January 2013 RZ5-=F-F-H 34,944 85,180 21,675 1,565 14,326 (496) 147,860 365,054 - 365,054
Proft for the year ERgH - - - - - - 36,853 36,853 - 3,853
Other comprefensivsloss ENEMEERE:

forthe year:

Echenge dferenceon transationof RSV EEMELH

foregn operations EiXzE - - - - - (m) - m) - m

Total comprehensive income: EpeEbaEE

forthe yer - - - - - Mm% B0 - B
Contrbuton by non-contoling nterests AR ER T2 - - - - - - - - 1,000 1,000
Equity-setted shere opton anmangement  JIRAEE 2 BER I % - - - 59 - - - 503 - 503
Evercise of share options fIpERE 230) ) 1432 - (651) - - - 61 - 661
Share optons lapseddurng teyeer R ZERGE - - - (170 - - 110 - - -
Isse of shares Under share RERRZEH R ARG

v 50 w1 - - - ; -1 - 1%
Finel 2012 iidend declaed i - - - - - - (R - (%
Trenster fom retaned prfts REafER - - 153 - - - (15%2) - - -
At 31 December 2013 RE-=FTf=1-A 3,133 55,531* 207 1,137 74,326 (1,268)* 183,351 a4 1,000 mnan

3 These reserve accounts comprise the consolidated reserves of — * W ERERF OSSN BFREIPRGEEE
RMB336,284,000 (2012: RMB330,110,000) in the consolidated AR #336,284,0007r (—ZF——F : ARK
statement of financial position. 330,110,0007T) °
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CONSOLIDATED STATEMENT OF CASH FLOWS

22 N\ vl = N
HEBHERER
Year ended 31 December 2013
BE-_ZT-—=F+-A=1+—RHI1LFE

2013 2012
—E-=fF —E—_4F
Notes RMB’000 RMB’000
iikia AR¥T ARETTT
CASH FLOWS FROM OPERATING RETBABRERE
ACTIVITIES
Profit before tax BR A% B4 A 49,997 75,257
Adjustments for: HEEHEE
Finance costs BB R 7 282 =
Interest income SN PN 5 (2,763) (3,210)
Gain on disposal of items of property, TEWE BEM
plant and equipment BBEE 2 W & - (409)
Depreciation of items of property, plant and Vs - BB KM
equipment HEHWE 6 49,785 39,800
Amortisation of intangible assets B EESH 6 1,592 1,117
Impairment of items of property, plant and YZE - R MR E
equipment IHE 2RE 6 538 -
Equity-settled share option expense A G E IR 25 593 1,238
Equity-settled share award plan expense & 7S 45 E % 1) 22 ED
FTEIFX 25 1,396 -
101,420 113,793
Increase in inventories FEE (5,472) (3,897)
Decrease/(increase) in trade and other B 5 R EH M R
receivables and prepayments MR FIERL
(&) 2,554 (9,610)
Increase in deposits RN (17,390) (3,435)
Increase in trade and other payables B 5 R EAMENFIE
B2 13,480 20,306
Increase in amount due to a related company B —EEE A RIFIE
ol 2,864 1,204
Cash generated from operations KEEDFTSIRE 97,456 118,451
Interest paid B E (282) -
Income tax paid ERETEH (13,948) (24,908)
Net cash flows from operating activities KEEBMERERE
SHEE 83,226 93,543
CASH FLOWS FROM INVESTING REZBRERERE
ACTIVITIES
Interest received 2HFE 2,763 3,210
Purchases of items of property, BEME  BENKRE
plant and equipment IHH (58,184) (90,643)
Proceeds from disposal of items of property, HEME - HER&E
plant and equipment I8 B FTi5R0R - 1,413
Additions to intangible assets REEBWEE (936) (5,758)
Increase in time deposits TE HATF R38N (27,445) =
Net cash flows used in investing activities KREEFBMARESRE
YEEE (83,802) (91,778)

-
Lo/

TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) HmRAERRQF



CONSOLIDATED STATEMENT OF CASH FLOWS

A Bl R

2013 2012
—E-=fF —F——fF
RMB’000 RMB’000
AR¥ T ARETTT
CASH FLOWS FROM FINANCING RMETEMERERE
ACTIVITIES
Proceeds from issue of shares BT AP TS F0R 661 751
Contribution by non-controlling interests 3!5? RiEREE 1,000 -
Dividends paid ERIRE (32,368) (30,530)
Net cash flows used in financing activities MEEFTARERE
pEiE-L] (30,707) (29,779)
NET DECREASE IN CASH AND RERBREZERD
CASH EQUIVALENTS R (31,283) (28,014)
Cash and cash equivalents at beginning of year i‘%}] =R &Eﬁéﬁﬁ 265,405 293,567
Effect of foreign exchange rate changes, net VR B ) v 5/ 255 87) (148)
CASH AND CASH EQUIVALENTS FRZRERAESEE
AT END OF YEAR 234,035 265,405
ANALYSIS OF BALANCES OF CASH AND ReRBESEEZON
CASH EQUIVALENTS
Cash and bank balances e RIBITES 213,001 219,383
Non-pledged time deposits with original EUERREEE DR
maturity of less than three months when =B A B EEREH
acquired T 21,034 46,022
Cash and cash equivalent as stated in the REFEHEREBRYIER
consolidated statement of cash flows RIRE NIREEE 234,035 265,405
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STATEMENT OF FINANCIAL POSITION

A5 5IR DL 3

31 December 2013
RZE—=F+=RA=+—H

2013 2012
—E—=F —E——fF
Notes RMB’000 RMB’000
st AR%T R ARETTT
NON-CURRENT ASSETS FREBEE
Investments in subsidiaries RIB R RIRE 16 7,097 7,097
Amounts due from subsidiaries A UNEIERE] 16 94,887 112,853
Total non-current assets ERENEELTE 101,984 119,950
CURRENT ASSETS REBEE
Trade and other receivables B 5 K E MR EIE 18 - 117
Cash and cash equivalents HeMEeEE 20 89 1,017
Total current assets MBEELARE 89 1,134
CURRENT LIABILITIES i A=K
Trade and other payables B 5 REMERFRIE 21 155 1,006
NET CURRENT ASSETS/(LIABILITIES) REBEE (AE)FE (66) 128
Net assets BEFE 101,918 120,078
EQUITY &
Issued capital BEBITIRA 23 35,133 34,944
Reserves B 24(b) 66,785 85,134
Total equity B 101,918 120,078
Yip Shu Ming Chan Man Wai
15 EA R {2
Director Director
EBEE o

TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) HmRAERRQF
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NOTES TO THE FINANCIAL STATEMENTS
A 755 e i

31 December 2013
RZE—=F+=RA=+—H

2.1

ANNUAL REPORT 201

CORPORATE INFORMATION

Tang Palace (China) Holdings Limited (the “Company”) is a
limited liability company incorporated in the Cayman Islands
and its shares are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The registered office of the
Company is located at Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman, KY1-1111, Cayman Islands and
its principal place of business is located at Unit 3, 10th Floor,
Greenfield Tower, Concordia Plaza, No. 1 Science Museum
Road, Kowloon, Hong Kong.

During the year, the Group was principally engaged in
restaurant operations and food productions.

BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) (which include all Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), accounting principles generally
accepted in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance. They have been prepared
under the historical cost convention. These financial statements
are presented in Renminbi (“RMB”) and all values are rounded
to the nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2013. The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are consolidated
from the date on which the Group obtains control, and continue
to be consolidated until the date that such control ceases.

—E—ZFF3K

2.1

REEH

FE(FEDZERERAR(ARADR
—HRASHEEMAINERAR
HRmhEEBBaRXSMAR A G ([
ZRT]) £ o ARRMGFMBFERLRN
Cricket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman, KY1-1111, Cayman
Islands - MHEF Z&EMEUNEENEE
RSB 1RRAE SR EI10E3E -

FRN - AEETFEREFEREENRMRE
f‘z o

BB

HEHBHRRCRETESHMAS([F
AEREINE ) BHOEBREREER
(TEAMBREEL D (BREMBEELEM
BlmEEA - BEGAEN([FEGE
Al k@) BELRETRAUNER
RAGEPIZ BERERE - LEREBESL
RABHImEL - tLFEMBERRIIAARE
(TARE D2 BBENESEIT
7T MERBIRAERIN -

BRAEVEREBREARALENE AR
(A AEENEBE-_ZE—=F+_A4
=+t HLFENPBHRE - WBARZ
B HRIMERARERZ REHHE
B FA—RZEFHEEKR - WBRARZXE
BEEAEBNGIESESE BREAAR
WGBSR A AR  EEZIEHERILES
_U: °
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Fi i

2.1

i4}

BASIS OF PREPARATION (Continued)

Profit or loss is attributed to the owners of the parent of the
Group and to the non-controlling interests, even if this results in
the non-controlling interests having a deficit balance. All intra-
group assets and liabilities, equity, income, expenses and cash
flows relating to transactions between members of the Group
are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes
to one or more of the three elements of control described in
the accounting policy for subsidiaries below. A change in the
ownership interest of a subsidiary, without a loss of control, is
accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (ii)
the fair value of any investment retained and (iii) any resulting
surplus or deficit in profit or loss. The Group’s share of
components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.

2.1

i ELYE (1)

BRBRBNASETAREA ANIFER
B ENRSEREERER &
BB ES - TEEEARARRIZEERE
&~ - WA - THAMEREERKE
NElZHARSEBZREREANEARK
B R AR o

HEBERBEABT TXBRMBARNS
SRR ATt ) = TR IR R E P —
HXZEAE  AAKESEHESDA
ZHIREHR - MBAREA RS
BOLBBKRIZHIE) AR H AR ©

MEBR LB AR RIESIE - HaR-m®
ROMBRARIZEE(RREEE)RAE
(i EfT eI f e 25 2 BR BB Mo (i) C SR
HZ2FEREZR  RERNBE R ZA
BAYE  (iIVERBIRE 2 A FE K(ii)
BEMEEZBE - NEBAMEEIRE
tEEREPERNKD ENHFHEEE
W RERAN(NEE) @ RWAEEERE
HERBEENAEBEMERNBREEE
7 °
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Ff

2.2 CHANGES IN ACCOUNTING POLICIES AND 2.2
DISCLOSURES

BHBERBRER

AREBE BHRLAEE 2 B 5B ER A A
THET MEIERT BB IS R -

The Group has adopted the following new and revised HKFRSs
for the first time for the current year’s financial statements.

HKFRS 1 Amendments Amendments to HKFRS 1 First- BEPBREEN  BEWBRELENFE T
time Adoption of Hong Kong F1E(ERT) BRIBARAEEHE
Financial Reporting Standards — HEER-BTEH
Government Loans
HKFRS 7 Amendments Amendments to HKFRS 7 ERMBMEEN  BEWBRELENETT
Financial Instruments: F7R(ERT) Bi2MIA -
Disclosures — Offsetting RE-HHeHEE
Financial Assets and Financial REefiEE
Liabilities
HKFRS 10 Consolidated Financial Statements ERMBHREER  AHEYFSEE
E10%
HKFRS 11 Joint Arrangements BRUHREEN  BATH
115
HKFRS 12 Disclosure of Interests in Other ERMBREER REMEEHERGRE
Entities $12%%
HKFRS 10, HKFRS 11 Amendments to HKFRS 10, BRMBREER  BEMBREENFE05

and HKFRS 12

HKFRS 11 and HKFRS 12 -

F105% - BRMH

BEMBREEAF115E

Amendments Transition Guidance BEEUZNHR  REBUSHRE LR
BREMBREED B2 2B - EEE5)
F12%(1B3T)
HKFRS 13 Fair Value Measurement ERMBREELED A FEHE
F13%

HKAS 1 Amendments

Amendments to HKAS 1
Presentation of Financial

FERIERIE 1R
(2T)

BEGRRERE1R2ER]
ABBENZH R

Statements — Presentation of 2HNRELHZEHR
Items of Other Comprehensive
Income
HKAS 19 (2011) Employee Benefits BEGHENFE19% ESHEF
(ZF—%)
HKAS 27 (2011) Separate Financial Statements EReERFER BUHKRE
(ZF—%)
HKAS 28 (2011) Investments in Associates and BAQHERNFELY REELAREELA
Joint Ventures (ZF—F) HRE
HKAS 36 Amendments Amendments to HKAS 36 BEGEAIE0T BEESTLERFEOR BT
Impairment of Assets (&37) BERE-HLHEES
— Recoverable Amount R
Disclosures for Non-Financial (IREHM)
Assets (early adopted)
HK(FRIC)-Int 20 Stripping Costs in the Production AR (BBERERE FXBSEEDNAGLL
Phase of a Surface Mine ZBLE®)
—REFE2057
Annual Improvements Amendments to a number of —EENFZ RZE—ZFPEHH
2009-2011 Cycle HKFRSs issued in June 2012 —E——FHH ATHENBREER
EEL EET

The adoption of the new and revised HKFRSs has had no

SR AT AT BB E B R

7RI 3 £

HREMBRREREANYHZE -

significant financial effect on these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Fi i

2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in
these financial statements.

HKFRS 9 Financial Instruments®
HKFRS 9, HKFRS 7 Hedge Accounting and
and HKAS 39 amendments to HKFRS 9,
Amendments HKFRS 7 and HKAS 393
HKFRS 10, HKFRS 12 Amendments to HKFRS 10,
and HKAS 27 (2011) HKFRS 12 and HKAS 27 (2011)
Amendments — Investment Entities’

HKAS 19 Amendments Amendments to HKAS 19
Employee Benefits — Defined
Benefit Plans: Employee
Contributions?

HKAS 32 Amendments Amendments to HKAS 32
Financial Instruments:
Presentation — Offsetting
Financial Assets and
Financial Liabilities'

HKAS 39 Amendments Amendments to HKAS 39
Financial Instruments:
Recognition and Measurement
— Novation of Derivatives
and Continuation of Hedge
Accounting’

HK(IFRIC)-Int 21 Levies!

1 Effective for annual periods beginning on or after 1 January 2014

2 Effective for annual periods beginning on or after 1 July 2014
3 No mandatory effective date yet determined but is available for
adoption

2.3 EEMEERERNEETBREER

AEBEW ER A ERERTEA TS H
ffE i RV AT R EIERT BB M5
R

BRMBREE DHTA
FI5R
BEMGRERR BB REEIHFHEER
RO BRYY  F9K BEUBHEES
ERAFTRE  BFTEREESTEA

EEGES FBOHEZ AT
FE39%% (1B3T)

BEMBREEL  BEMBREENE0%
F10% - BAMYE  BEMBREENFE 125
#&%Q‘EEU%Q%& REBGERETR

EAGHER (ZZ——F) 2838
Fo75R ~REERE
(ZZ——%) (D)

BAGHER BRI ERFE15E 2 B3]

%19%(% ) EaM/ REFFE

EBesER BRI E2% 2 B3]

FE32%(183]) SBTA: 25-#8
THEERTHEE

EAGHER R e AT H]

EReACH)) ﬁgﬂﬁ CERRGE
—BEITETAREE
Eprl

BB (ERNBRE  AE

REREE)
—REF21H
i RoE—MF—HA—HRZRARZFE
HAR A2
2 R-Z—MF A —H 2 &RARCFE
HAFR A 2

€ 173 7 FBE X B8R 71 AR 2 A B AT (R
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Ff

2.3

ANNUAL REPORT 201

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

Further information about those HKFRSs that are expected to
be applicable to the Group is as follows:

HKFRS 9 issued in November 2009 is the first part of phase
1 of a comprehensive project to entirely replace HKAS 39
Financial Instruments: Recognition and Measurement. This
phase focuses on the classification and measurement of
financial assets. Instead of classifying financial assets into
four categories, an entity shall classify financial assets as
subsequently measured at either amortised cost or fair value, on
the basis of both the entity’s business model for managing the
financial assets and the contractual cash flow characteristics
of the financial assets. This aims to improve and simplify the
approach for the classification and measurement of financial
assets compared with the requirements of HKAS 39.

In November 2010, the HKICPA issued additions to HKFRS 9
to address financial liabilities and incorporated in HKFRS 9
the current derecognition principles of financial instruments
of HKAS 39. Most of the additions were carried forward
unchanged from HKAS 39, while changes were made to the
measurement of financial liabilities designated as at fair value
through profit or loss using the fair value option (“FVO”). For
these FVO liabilities, the amount of change in the fair value of
a liability that is attributable to changes in credit risk must be
presented in OCI. The remainder of the change in fair value is
presented in profit or loss, unless presentation of the fair value
change in respect of the liability’s credit risk in OCI would create
or enlarge an accounting mismatch in profit or loss. However,
loan commitments and financial guarantee contracts which
have been designated under the FVO are scoped out of the
additions.

In December 2013, the HKICPA added to HKFRS 9 the
requirements related to hedge accounting and made some
related changes to HKAS 39 and HKFRS 7 which include the
corresponding disclosures about risk management activity for
applying hedge accounting. The amendments to HKFRS 9
relax the requirements for assessing hedge effectiveness which
result in more risk management strategies being eligible for
hedge accounting. The amendments also allow greater flexibility
on the hedged items and relax the rules on using purchased
options and non-derivative financial instruments as hedging
instruments. In addition, the amendments to HKFRS 9 allow
an entity to apply only the improved accounting for own credit
risk-related fair value gains and losses arising on FVO liabilities
as introduced in 2010 without applying the other HKFRS 9
requirements at the same time.

—E—ZFF3K

2.3

CHEMEERERNE LM BREER
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HYE— BRI
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Fi i

2.3

7'-8’1

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

HKAS 39 is aimed to be replaced by HKFRS 9 in its entirety.
Before this entire replacement, the guidance in HKAS 39 on
impairment of financial assets continues to apply. The previous
mandatory effective date of HKFRS 9 was removed by the
HKICPA in December 2013 and a mandatory effective date
will be determined after the entire replacement of HKAS 39 is
completed. However, the standard is available for application
now. The Group will quantify the effect in conjunction with other
phases, when the final standard including all phases is issued.

Amendments to HKFRS 10 include a definition of an investment
entity and provide an exception to the consolidation requirement
for entities that meet the definition of an investment entity.
Investment entities are required to account for subsidiaries at
fair value through profit or loss in accordance with HKFRS 9
rather than consolidate them. Consequential amendments were
made to HKFRS 12 and HKAS 27 (2011). The amendments
to HKFRS 12 also set out the disclosure requirements for
investment entities. The Group expects that these amendments
will not have any impact on the Group as the Company is not
an investment entity as defined in HKFRS 10.

The HKAS 32 Amendments clarify the meaning of “currently
has a legally enforceable right to set off” for offsetting financial
assets and financial liabilities. The amendments also clarify the
application of the offsetting criteria in HKAS 32 to settlement
systems (such as central clearing house systems) which apply
gross settlement mechanisms that are not simultaneous. The
amendments are not expected to have any impact on the
financial position or performance of the Group upon adoption
on 1 January 2014.

2.3

© 78 5 B 1) R 4 R B & 78 Bt 7S 3 o5 22 A
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Ff

ANNUAL REPORT 201

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 3.1 FESHHERE
POLICIES
Subsidiaries B A7)

A subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights
that give the Group the current ability to direct the relevant
activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing
whether it has power over an investee, including:

(@ the contractual arrangement with the other vote holders
of the investee;

(b)  rights arising from other contractual arrangements; and
(c) the Group’s voting rights and potential voting rights.

The results of subsidiaries are included in the Company’s
statement of profit or loss to the extent of dividends received
and receivable. The Company’s investments in subsidiaries are
stated at cost less any impairment losses.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, deferred tax assets and financial assets), the
asset’s recoverable amount is estimated. An asset’s recoverable
amount is the higher of the asset’s or cash-generating unit’s
value in use and its fair value less costs of disposal, and is
determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from
other assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which the
asset belongs.
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Fi i

3.1

8'-0’,J

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of non-financial assets (Continued)

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and
the risks specific to the asset. An impairment loss is charged
to the statement of profit or loss in the period in which it arises
in those expense categories consistent with the function of the
impaired assets.

An assessment is made at the end of each reporting period
as to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased.
If such an indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that
asset, but not to an amount higher than the carrying amount
that would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for the
asset in prior years. A reversal of such an impairment loss is
credited to the statement of profit or loss in the period in which
it arises.
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NOTES TO THE FINANCIAL STATEMENTS
S 5 A Mk

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 3.1
POLICIES (Continued)

Related parties

A party is considered to be related to the Group if:

(@ the party is a person or a close member of that person’s
family and that person
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of the key management personnel of
the Group or of a parent of the Group;

or

(b)  the party is an entity where any of the following conditions
applies:

(i) the entity and the Group are members of the same
group;

(i)  one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(i) the entity and the Group are joint ventures of the
same third party;

(iv)  one entity is a joint venture of a third entity and the
other entity is an associate of the third entity;

(v)  the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group;

(v)  the entity is controlled or jointly controlled by a
person identified in (a); and

(vii)  a person identified in (a)(i) has significant influence over

the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).
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NOTES TO THE FINANCIAL STATEMENTS
B 255 A B ik

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 FTEEHEEUMESHE)

POLICIES (Continued)
Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation and
any impairment losses. The cost of an item of property, plant
and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition
and location for its intended use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs and
maintenance, is normally charged to the statement of profit or
loss in the period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a major
inspection is capitalised in the carrying amount of the asset as
a replacement. Where significant parts of property, plant and
equipment are required to be replaced at intervals, the Group
recognises such parts as individual assets with specific useful
lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off
the cost of each item of property, plant and equipment to its
residual value over its estimated useful life. The principal annual
rates used for this purpose are as follows:

Leasehold improvements  The shorter of the period of the
respective lease or 5 years
Furniture, fixtures and 20% - 33%
equipment

Motor vehicles 20% - 25%

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at least at
each financial year end.

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on disposal or
retirement recognised in the statement of profit or loss in the
year the asset is derecognised is the difference between the net
sales proceeds and the carrying amount of the relevant asset.
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Ff

POLICIES (Continued)

Property, plant and equipment and depreciation
(Continued)

Construction in progress represents leasehold improvements
and furniture, fixtures and equipment under construction,
which is stated at cost less any impairment losses, and is not
depreciated. Cost comprises the direct cost of construction.
Construction in progress is reclassified to the appropriate
category of property, plant and equipment when completed
and ready for use.

Intangible assets (other than goodwiill)

Intangible assets acquired separately are measured on initial
recognition at cost. The useful lives of intangible assets are
assessed to be either finite or indefinite. Intangible assets with
finite lives are subsequently amortised over the useful economic
life and assessed for impairment whenever there is an indication
that the intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible asset with
a finite useful life are reviewed at least at each financial year
end.

Trademarks, franchises, licenses and concession right

Purchased trademarks, licenses and concession right are
stated at cost less any impairment losses and are amortised
on the straight-line basis over their estimated useful lives of 10
years.

Leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessee, rentals
payable under operating leases net of any incentives received
from the lessor are charged to the statement of profit or loss on
the straight-line basis over the lease terms.
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Fi i

3.1

8'-4"J

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial
assets at fair value through profit or loss, loans and receivables
and available-for-sale financial investments, or as derivatives
designated as hedging instruments in an effective hedge, as
appropriate. When financial assets are recognised initially,
they are measured at fair value plus transaction costs that are
attributable to the acquisition of the financial assets, except in
the case of financial assets recorded at fair value through profit
or loss.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.

Subsequent measurement of loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. After initial measurement, such assets are subsequently
measured at amortised cost using the effective interest rate
method less any allowance for impairment. Amortised cost is
calculated by taking into account any discount or premium on
acquisition and includes fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation
is included in other income and gains in the statement of profit
or loss. The loss arising from impairment is recognised in the
statement of profit or loss in finance costs for loans and in other
operating expenses for receivables.
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Ff

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 FESHHEUESHE)

ANNUAL REPORT 201

POLICIES (Continued)
Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Group’s consolidated
statement of financial position) when:

o the rights to receive cash flows from the asset have
expired; or

° the Group has transferred its rights to receive cash flows
from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third
party under a “pass-through” arrangement; and either
(a) the Group has transferred substantially all the risks
and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the
asset.

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement,
it evaluates if and to what extent it has retained the risk
and rewards of ownership of the asset. When it has neither
transferred nor retained substantially all the risks and rewards
of the asset nor transferred control of the asset, the Group
continues to recognise the transferred asset to the extent of the
Group’s continuing involvement. In that case, the Group also
recognises an associated liability. The transferred asset and
the associated liability are measured on a basis that reflects the
rights and obligations that the Group has retained.
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Fi i

3.1

8'-6’,J

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or a
group of financial assets is impaired. An impairment exists if
one or more events that occurred after the initial recognition of
the asset have an impact on the estimated future cash flows
of the financial asset or the group of financial assets that can
be reliably estimated. Evidence of impairment may include
indications that a debtor or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest
or principal payments, the probability that they will enter
bankruptcy or other financial reorganisation and observable
data indicating that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first
assesses whether impairment exists individually for financial
assets that are individually significant, or collectively for
financial assets that are not individually significant. If the Group
determines that no objective evidence of impairment exists
for an individually assessed financial asset, whether significant
or not, it includes the asset in a group of financial assets with
similar credit risk characteristics and collectively assesses
them for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is, or continues to
be, recognised are not included in a collective assessment of
impairment.

The amount of any impairment loss identified 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 yet been incurred). The present value
of the estimated future cash flows is discounted at the financial
asset’s original effective interest rate (i.e., the effective interest
rate computed at initial recognition).
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Ff

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 FESHHEUESHE)

ANNUAL REPORT 201

POLICIES (Continued)
Impairment of financial assets (Continued)
Financial assets carried at amortised cost (Continued)

The carrying amount of the asset is reduced through the use of
an allowance account and loss is recognised in the statement
of profit or loss. Interest income continues to be accrued on
the reduced carrying amount and is accrued using the rate of
interest used to discount the future cash flows for the purpose
of measuring the impairment loss. Loans and receivables
together with any associated allowance are written off when
there is no realistic prospect of future recovery and all collateral
has been realised or has been transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by
adjusting the allowance account. If a write-off is later recovered,
the recovery is credited to the statement of profit or loss.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as
financial liabilities at fair value through profit or loss, loans
and borrowings, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in

the case of loans and borrowings, net of directly attributable
transaction costs.
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NOTES TO THE FINANCIAL STATEMENTS
B 255 A B ik

3.1

>
e

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Financial liabilities (Continued)
Subsequent measurement of loans and borrowings

After initial recognition, loans and borrowings are subsequently
measured at amortised cost, using the effective interest rate
method unless the effect of discounting would be immaterial,
in which case they are stated at cost. Gains and losses are
recognised in the statement of profit or loss when the liabilities
are derecognised as well as through the effective interest rate
amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in the
statement of profit or loss.

Derecognition of financial liabilities

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

When 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 a recognition of a new liability, and the difference
between the respective carrying amounts is recognised in the
statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if there
is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to
realise the assets and settle the liabilities simultaneously.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the first-in, first-out basis. Net
realisable value is based on estimated selling prices less any
estimated costs to be incurred to completion and disposal.
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Ff

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 FESHHEUESHE)

ANNUAL REPORT 201

POLICIES (Continued)
Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments that
are readily convertible into known amounts of cash, are subject
to an insignificant risk of changes in value, and have a short
maturity of generally within three months when acquired, less
bank overdrafts which are repayable on demand and form an
integral part of the Group’s cash management.

For the purpose of the statements of financial position, cash
and cash equivalents comprise cash on hand and at banks,
including term deposits, and assets similar in nature to cash,
which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be
made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end of
the reporting period of the future expenditures expected to be
required to settle the obligation. The increase in the discounted
present value amount arising from the passage of time is
included in finance costs in the statement of profit or loss.

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognised outside profit or loss is recognised
outside profit or loss, either in other comprehensive income or
directly in equity.

Current tax assets and liabilities for the current and prior
periods are measured at the amount expected to be recovered
from or paid to the taxation authorities, based on tax rates
(and tax laws) that have been enacted or substantively enacted
by the end of the reporting period, taking into consideration
interpretations and practices prevailing in the jurisdictions in
which the Group operates.
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Fi i

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 FTEEHEEUMESHE)

POLICIES (Continued)
Income tax (Continued)

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

o when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at
the time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and

° in respect of taxable temporary differences associated
with investments in subsidiaries, when the timing of the
reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary
differences, the carryforward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised to the
extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the
carryforward of unused tax credits and unused tax losses can
be utilised, except:

° when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss; and

o in respect of deductible temporary differences associated
with investments in subsidiaries, deferred tax assets
are only recognised to the extent that it is probable that
the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the
temporary differences can be utilised.
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NOTES TO THE FINANCIAL STATEMENTS
S 85 A Ff

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 FESHHEUESHE)

ANNUAL REPORT 201

POLICIES (Continued)
Income tax (Continued)

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that it is
no longer probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are reassessed at the end
of each reporting period and are recognised to the extent
that it has become probable that sufficient taxable profit will
be available to allow all or part of the deferred tax asset to be
recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the asset
is realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred taxes relate to the
same taxable entity and the same taxation authority.

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(@ from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the buyer,
provided that the Group maintains neither managerial
involvement to the degree usually associated with
ownership, nor effective control over the goods sold;

(o)  service income, when the service is rendered;

(c) commission income, on the completion of the transaction;
and

(d) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument to the net carrying
amount of the financial asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Share-based payments

The Company operates a share option scheme and share
award plan for the purpose of providing incentives and
rewards to eligible participants who contribute to the success
of the Group’s operations. Employees (including directors) of
the Group receive remuneration in the form of share-based
payments, whereby employees render services as consideration
for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees for
grants after 7 November 2002 is measured by reference to the
fair value at the date at which they are granted. The fair value is
determined by an external valuer using a binomial model, further
details of which are given in note 25 to the financial statements.

The cost of equity-settled transactions is recognised, together
with a corresponding increase in equity, over the period in
which the performance and/or service conditions are fulfilled in
employee benefit expense. The cumulative expense recognised
for equity-settled transactions at the end of each reporting
period until the vesting date reflects the extent to which the
vesting period has expired and the Group’s best estimate of
the number of equity instruments that will ultimately vest. The
charge or credit to the statement of profit or loss for a period
represents the movement in the cumulative expense recognised
as at the beginning and end of that period.

No expense is recognised for awards that do not ultimately
vest, except for equity-settled transactions where vesting is
conditional upon a market or non-vesting condition, which are
treated as vesting irrespective of whether or not the market
or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as
a minimum an expense is recognised as if the terms had not
been modified, if the original terms of the award are met. In
addition, an expense is recognised for any modification that
increases the total fair value of the share-based payments, or is
otherwise beneficial to the employee as measured at the date
of modification.

3.1

TEETHRMEE)

LARRAD B ER AT

R R)RR A BB RT 8 S A D 22t &l -
SEERTAREEEBRINELERZA
BR2EEZR MR - AEEREE (21
E)RUBRNFAWERME - mESR
RURBESERTACRE(ERAEE
X510 -

R-ZEZ_F+—-RALtRABRKTMEES
ZHERBERHZRA - 2EBRERL
ZBZRAFERE - NEHERRNAZ
RARBBITRYE  AHEE—TFHEH
IR TSR MY E25

N

%

>t

BRER G CRAERR R, HRB &
HE1T 28R - BRI 2 BETHIE — 6
REBRAFAX AR - ERGEEERS
NERERRERE B BRER 2 2515
X RSB B E R A R AN R B 5L AR BR
B ST A #A 2 REME - BIRE
BRRNRHEAZSRE  BRZRAY
N R PER 2 RET X 28 o

WARFERIR B2 KR - TERRFX -
BRREDREER S RIE™ 53R B IF
M - MAELBERT » ik S 2R
EENAMSIIERBIRM - DRRRE
B BEUANAMAEMRER, RS
fERfF o

MR A E R 5 2 RIS - IR
BT« BRI - MR
13 o WO + RIS ISR + Mt
AT AEEE - ETREIMARGH R
AEESE - RLEEEF -

TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) HmRAERRQF



NOTES TO THE FINANCIAL STATEMENTS
S 85 A Ff

3.1 SUMMARY OF SIGNIFICANT ACCOUNTING 31 FESHHEUESHE)

ANNUAL REPORT 201

POLICIES (Continued)
Share-based payments (Continued)

Where an equity-settled award is cancelled, it is treated as if
it had vested on the date of cancellation, and any expense
not yet recognised for the award is recognised immediately.
This includes any award where non-vesting conditions within
the control of either the Group or the employee are not met.
However, if a new award is substituted for the cancelled award,
and is designated as a replacement award on the date that it
is granted, the cancelled and new awards are treated as if they
were a modification of the original award, as described in the
previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings per
share.

Employee benefits
Pension schemes

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under the
Mandatory Provident Fund Schemes Ordinance for all of its
qualifying employees in Hong Kong. Contributions are made
based on a percentage of the employees’ basic salaries and
are charged to the statement of profit or loss as they become
payable in accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from those of
the Group in an independently administered fund. The Group’s
employer contributions vest fully with the employees when
contributed into the MPF Scheme.

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage
of its payroll costs to the central pension scheme. The
contributions are charged to the statement of profit or loss as
they become payable in accordance with the rules of the central
pension scheme.

Dividends
Final dividend distribution to the shareholders of the Company
is recognised as a liability in the Group’s financial statements

in the period in which the dividends are approved by the
shareholders of the Company.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Foreign currencies

These financial statements are presented in RMB, which is the
Company’s functional and presentation currency. Each entity
in the Group determines its own functional currency and items
included in the financial statements of each entity are measured
using that functional currency. Foreign currency transactions
recorded by the entities in the Group are initially recorded using
their respective functional currency rates prevailing at the dates
of the transactions. Monetary assets and liabilities denominated
in foreign currencies are translated at the functional currency
rates of exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary
items are recognised in the statement of profit or loss.

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was
measured. The gain or loss arising on translation of a non-
monetary item measured at fair value is treated in line with the
recognition of the gain or loss on change in fair value of the item
(i.e., translation difference on the item whose fair value gain or
loss is recognised in other comprehensive income or profit or
loss is also recognised in other comprehensive income or profit
or loss, respectively).

The functional currencies of certain subsidiaries are currencies
other than the RMB. As at the end of the reporting period,
the assets and liabilities of these entities are translated into
the presentation currency of the Company at the exchange
rates prevailing at the end of the reporting period and their
statements of profit or loss are translated into RMB at the
weighted average exchange rates for the year.

For the purpose of the consolidated statement of cash flows,
the cash flows of overseas subsidiaries are translated into
RMB at the exchange rates ruling at the dates of the cash
flows. Frequently recurring cash flows of holding companies
which arise throughout the year are translated into RMB at the
weighted average exchange rates for the year.

3.1
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3.2 SIGNIFICANT ACCOUNTING JUDGEMENTS AND 3.2 EEETrHE Rt

ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s financial policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the financial statements:

Impairment of assets

In determining whether an asset is impaired or the event
previously causing the impairment no long exists, the Group
has to exercise judgement in the area of asset impairment,
particularly in assessing: (1) whether an event has occurred that
may affect the asset value or such event affecting the asset
value has not been in existence; (2) whether the carrying value
of an asset can be supported by the net present value of future
cash flows which are estimated based upon the continued
use of the asset or derecognition; and (3) the appropriate key
assumptions to be applied in preparing cash flow projections
including whether these cash flow projections are discounted
using an appropriate rate. Changing the assumptions selected
by management to determine the level of impairment, including
the discount rates or the growth rate assumptions in the cash
flow projections, could materially affect the net present value
used in the impairment test.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)

Estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described below.

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses
to the extent that it is probable that taxable profit will be
available against which the losses can be utilised. Significant
management judgement is required to determine the amount
of deferred tax assets that can be recognised, based upon
the likely timing and level of future taxable profits together with
future tax planning strategies, The carrying value of deferred tax
assets relating to recognised tax losses at 31 December 2013
was RMB4,763,000 (2012: RMB6,097,000). Further details
of the Group’s deferred tax are contained in note 22 to the
financial statements.

Depreciation of property, plant and equipment

The Group depreciates the different classes of property,
plant and equipment on a straight-line basis at applicable
depreciation rates over the estimated useful life. The useful
life is estimated with reference to the wear and tear history of
property, plant and equipment. The estimated useful life reflects
the directors’ estimate of the periods that the Group intends
to derive future economic benefits from the use of the Group’s
property, plant and equipment.
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3.2 SIGNIFICANT ACCOUNTING JUDGEMENTS AND 3.2 EESTHHERMEE(E)

ESTIMATES (Continued)
Estimation uncertainty (Continued)
Impairment of property, plant and equipment

The Group determines whether property, plant and equipment
are impaired when there are indicators that the carrying
amounts may not be recoverable. An impairment exists when
the carrying value of the property, plant and equipment exceeds
it recoverable amount, which is the higher of its fair value less
costs of disposal and its value in use. The calculation of the fair
values less costs of disposal is based on available date from
binding sales transactions in an arm’s length transaction of
similar assets or observable market price less incremental costs
for disposing of the asset. When value in use calculations are
undertaken, management must estimate the expected future
cash flows from the asset or cash-generating unit and choose a
suitable discount rate in order to calculate the present value of
those cash flows. As at 31 December 2013, impairment losses
of RMB538,000 (2012: Nil) have been recognised. Further
details are given in note 14.

Impairment of intangible assets

The Group determines whether intangible assets are impaired
at least on an annual basis. This requires an estimation of the
value in use of the cash-generating. Estimating the value in
use requires the Group to make an estimate of the expected
future cash flows from the cash-generating units and also to
choose a suitable discount rate in order to calculate the present
value of those cash flows. The carrying amount of intangible
assets at 31 December 2013 was RMB11,513,000 (2012:
RMB12,169,000). Further details are given in note 15.
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OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on geographical areas and has three
reportable operating segments as follows:

(i) the Southern China region;
(i) the Eastern China region; and
(i) the Northern China region

Management monitors the results of its operating segments
separately for the purpose of making decisions about resources
allocation and performance assessment. Segment performance
is evaluated based on reportable segment profit/loss, which
is a measure of adjusted operating profit/loss before tax. The
adjusted profit/loss before tax is measured consistently with the
Group’s profit before tax except that head office and corporate
income and expenses are excluded from such measurement.

Inter-segment sales and transfers are transacted with reference
to the selling prices used for sales made to third parties at the
then prevailing market prices.

Information about major customers

There was no revenue from customers individually contributing
over 10% to the total revenue of the Group.
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OPERATING SEGMENT INFORMATION (Continued) 4. &5 ER(#E)

Segment information about the business is presented below:

B2 OBERZ5T

Southern China Eastern China Northern China Total
4] £R E:3 E
2013 2012 2013 2012 2013 2012 2013 2012
“E-Zf -FI--F -§-ZE -%--F C“§-=E -ZF--F “E-=E -Z-_F
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'OO0  RMB'000  RMB'000
ARETT ARETT ARETR ARETT ARMTR ARETT ARETn ARETR
Segment revenue: Al
Sales to external customers HPEEHE 151545 133550 440,088 364824 310,837 326337 902420 824712
Inter-segment sales PHEEE - = 10,084 10,776 - = 10,084 10,776
151,545 133,551 450,122 375,600 310,837 326,337 912,504 835,488
Reconciation: b -
Eimination of inter-segment sales 7 2 E 434 (10084 (10,776)
Revenue W 902420 824712
Segment results kT 10,213 7974 29,268 28,308 33,570 59,733 73,051 9,015
Reconciliation: -
Interest income FlEMA 1,105 2,332
Unallocated expenses AAEAY (23877) (23,000
Finance costs BENA (282) =
Profit before tax BHALEH 49,997 75,257
Other segment information: ~ EftAHEH :
Depreciation of tems of property,  ¥1% « BERAfE
plant and equipment ERfE 10,195 8,874 23,187 16,702 16,118 14,189 49,500 39,765
Amortisation of intangible assets & BE B - - 625 255 23 8 848 343
Gain on disposal of tems of MENE - BERRE
property, plant and equipment ER 2b& - 409 - = - = - 409
Impairment of items of property, 1% BEReAEER
plant and equipment LB - - - - 538 - 538 -
Capital expenditure* BRRY 3,402 28,382 40,883 46,053 13,982 21,255 58,267 95,690
3 Capital expenditure represents additions to property, plant and * BAEZIEREYE - BERLEREY
equipment and intangible assets. BE -
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OPERATING SEGMENT INFORMATION (Continued)

For management purposes, segment revenue and segment
results are the two key indicators provided to the Group’s chief
operating decision maker to make decisions about the resource
allocation and to assess performance. No segment assets
and liabilities information is presented as, in the opinion of the
directors, such information is not a key indicator provided to the
Group’s chief operating decision maker.

The Group’s revenue are arising from restaurant operations and
food productions.

Geographical information

All of the Group’s operations are located in the People’s
Republic of China (the “PRC”). The Group’s revenue from
external customers and all of its non-current assets are located
in the PRC, including Hong Kong and Macau.

REVENUE, OTHER INCOME AND GAIN

Revenue, which is also the Group’s turnover, represents the
amount received and receivable for operation of restaurants,
net of discounts and sales related taxes during the year.

4.
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An analysis of the Group’s revenue, other income and gain is as REBUZS - MU ARKESTIT ¢
follows:
2013 2012
—E-=fF —F——fF
RMB’000 RMB’000
AR¥ T ARETIT
Revenue =
Gross revenue Fellvey 954,736 873,343
Less: sales related tax B SHEARBETIE (52,316) (48,631)
902,420 824,712
Other income and gain Hug A R U
Bank interest income ERITHIBUA 2,763 3,210
Commission income * AU At 13,681 11,122
Gain on disposal of items of property, HEWE -« BEKKEER
plant and equipment Z W - 409
Others Hith 4,183 3,645
20,627 18,386
# Commission income represents commission received or # W WA 55 35 B X I 1B 0n B K Bt e

receivable in respect of sales of tea related products.
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PROFIT BEFORE TAX 6. FRBIADEF
The Group’s profit before tax is arrived at after charging/ AEBZBRBRANEFN BN (EE) T 5
(crediting): =I5 ¢
2013 2012
—E-=fF —E——4F
Notes RMB’000 RMB’000
HiaE AR®T ARETT
Depreciation of items of property, ME - BEMREIEE
plant and equipment ZiIE 14 49,785 39,800
Amortisation of intangible assets B A O 15 1,592 1,117
Impairment of items of property, Yz - BB REEIEE
plant and equipment ZBE 14 538 —
Minimum lease payments under THREFLEERE
operating leases of land and IR EFIA
buildings 72,750 61,472
Contingent rents under operating KEHE 2k A2
leases™ 978 514
Auditors’ remuneration ZEET NS 960 650
Directors’ remuneration = 8 3,885 4,479
Employee benefit expense excluding & B &M%
directors’ and chief executive’s (TBEESEK
remuneration (note 8): THRBEMNE) (KE8)
Wages and salaries IE NS 213,569 183,388
Equity-settled share option AR GEE 2
expense fEAR R X 25 593 1,238
Equity-settled share award plan LARS A& E 2 B
expense REN T8I 25 1,396 -
Pension scheme contributions BRIRFTEIME R
(defined contribution scheme)" (Eraft 2 18,158 17,812
233,716 202,438
Foreign exchange differences, net M5 =R R (1,131) 886
& Contingent rents under operating leases are included in “Rental * HEHEZ AR A EBm &
and related expenses” in the consolidated statement of profit or [ 2 RIGEF T I -
loss.
2 At 31 December 2013, the Group had no forfeited contributions . RoF—=F+-H=+—H  FEEZH

FEYORYTIHE S AT LORHIR A R KGR KAt
B|ZHH(—F——4F ) -

available to reduce its contributions to the pension scheme in
future years (2012: Nil).
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7.

162/

FINANCE COSTS 7. BERX

An analysis of finance costs is as follows: BERABDITT -

Interest on bank loans wholly repayable BN HFRNEEEER

within five years IRITEHRFIE 282 —
DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EERMTHARZZHME
REMUNERATION
Directors’ and chief executive’s remuneration for the year, FRN - BEZRTBBH  MESBRE TR
disclosed pursuant to the Listing Rules and the disclosure AR BB RRIEO 2 HRAERBELT -
requirements of the Hong Kong Companies Ordinance, is as
follows:

Fees Hwe 2,160 2,178
Other emoluments: HHe :
Salaries, allowances and benefits in kind e R REYHIR 1,688 1,705
Performance related bonuses* FIRARRETEAT - 573
Pension scheme contributions BIRETEIE K 37 23
1,725 2,301
3,885 4,479
2 Certain executive directors of the Company are entitled to bonus & AREJEFRATTEFERWIGEAL » 25
payments which are determined with reference to the profit for AERZ N IE B F R FIETE -
the year of the Group.
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EEBERTHREHNZME(#E)
REMUNERATION (Continued)
(a) Independent non-executive directors (a) BIFEHTES
The fees paid to independent non-executive directors FR - TN FEBIIERITES 2D
during the year were as follows: m
2013 2012
—E—=5 —T——F
RMB’000 RMB’000
ARBFTE  ARETE
Mr. Kwong Chi Keung it it 144 146
Mr. Kwong Ping Man B RS SE A 144 146
Mr. Cheung Kin Ting Alfred RERBES A 144 146
432 438
There were no other emoluments payable to the FR - BIEEMENE I IFNTEETO
independent non-executive directors during the year (=T —=F:F) -
(2012: Nil).
(b) Executive directors and chief executive L) BITEERITHEAR
Salaries,
allowances Performance Pension
and benefits related scheme Total
Fees in kind bonuses contributions remuneration
¥ 2ER  REEEZ BIRGHE
he ENRIE el f#5 MWemg
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARBTR ARMTR ARBTRT AR%TR
2013 —E-=£
Executive directors: HES
Mr. Yip Shu Ming (“Mr. Yip") ERmEE (254 480 756 - 13 1,49
Mr. Chan Man Wai (‘Mr. Chan’) BREEE(TREE)) 384 - - 12 396
Mr. Ku Hok Chiu (‘Mr. Ku?) HEREE(THEE)) 384 - - - 384
Ms. Weng Peihe (‘Ms. Weng)* SR t(Huz)) 480 932 - 12 1,424
1,728 1,688 - 37 3,453
2012 —E-CF
Executive directors: H17ES
Mr. Yip Shu Ming ERELE 480 771 573 8 1,832
Mr. Chan Man Wai RyERE 390 - - 7 397
Mr. Ku Hok Chiu Rl 390 - - - 390
Ms. Weng Peihe* SERTL 480 934 - 8 1,422
1,740 1,705 e 23 4,041
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EERTHRAIZME(E)
REMUNERATION (Continued)
(b) Executive directors and chief executive (b) HITEERTBEAR(HE)
(Continued)
Mr. Yip agreed to waive his performance related bonus he EhEERENESEAENAFERM
may be entitled in relation to his services rendered in the AR 74 T A] G 8 REME ER EL R IR B8R 2 TE
current year. Except that, there was no other arrangement AT o BRitb 25N - FABERT (R E
under which a director or the chief executive waived or AR B F e TR E N E SR B
agreed to waive any remuneration during the year. ZEMMESHLHE -
* Ms. Weng is also the chief executive of the Group. * PR INBAERBTTIHARE
9. FIVE HIGHEST PAID EMPLOYEES 9. LhERGSFES
The five highest paid employees during the year included two RERN AEEa s EEREMEB(ZE
(2012: two) directors, details of whose remuneration are set out ——F WB)EE  HFNFBEEN L
in note 8 above. Details of the remuneration for the year of the MfzX8 c AEEH =L (B ——F :
remaining three (2012: three) highest paid employees who are —R)ERHEEGERARAESHITHE
neither a director nor chief executive of the Company, are as HOBEFBES 25T -
follows:
Group
REE
2013 2012
—E—=£F —E——4F
RMB’000 RMB’000
ARET T AREFT
Basic salaries and other benefits in kind EXFHe REMEYH = 2,409 2,380
Equity-settled share award plan expense VARE ARG E 2 B3 52 Bt 2
Fs 1,023 -
Pension scheme contributions RRET IR 39 30
3,471 2,410
The number of non-director and non-chief executive, highest A Ty FEE R IEEE S TR
paid employees whose remuneration fell within the following EoEEEMAZNT

bands is as follows:

Number of employees

EEAE

2013 2012

—E—=F — B4

Nil to RMB1,000,000 Z & AR ®1,000,0007T 2 2
RMB1,000,001 to RMB1,500,000 AR ¥4, 000,001 &

AER#1,500,0007TC - 1
RMB1,500,001 to RMB2,000,000 AR ¥4 500,001 TFE

AR #2,000,0007T 1 =

3 3
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10. INCOME TAX 10. FriB%
The Company was incorporated in the Cayman Islands and ViN/N Tﬁf‘ﬁ'ﬂxﬁ%?ﬂﬁﬁki WIEER R 5
is exempted from income tax. It is not subject to tax in other NFTIST - ANA BB ASNEM B AR
jurisdictions. RIRHIE o
Taxes on profits assessable elsewhere have been calculated at Eo A th 7 B B RR B 0 A f)EéIETsz$$%§
the rates of tax prevailing in the jurisdictions in which the Group BRI R AR v BRI RE « ADF
operates. The Company’s subsidiaries in Mainland China are E’\‘:F' l R 2 B BB A Bl B A AN F R 75’525%
subject to income tax at the rate of 25% (2012: 25%). (ZZE——%F: 25%)ZFﬁ S o
2013 2012
—E—=F —E—_—F
RMB’000 RMB’000
AR®T ARETT
Group: rER -
Current — PRC BNER— R
Charge for the year AEZRHRZ 11,748 21,757
Deferred (note 22) ERE(H1aE22) 1,396 (1,332)
Total tax charge for the year REEHIBRAT BT 13,144 20,425
A reconciliation of the tax expense applicable to profit before tax RBAR AR 7] R H A U8 A A FTiE
at the statutory rate for the country in which the Company and RZIETEBE &Eﬁ?fﬁ Al A ET & 2
the majority of its subsidiaries are domiciled to the tax expense HERERERMEAECHIBERA Y
at the effective tax rate, and a reconciliation of the applicable B RERME (Eﬂ/j&ETRﬂ—)Eﬁil‘ifth
rate (i.e., the statutory tax rate) to the tax charge for the year is as TEF S HRRAT -
follows:
Group
rEH
2013 2012
—E-=F —T_F
RMB’000 % RMB’000 %
AR®TT ARBT T
Profit before tax B AV A 49,997 75,257
Tax at the statutory tax rate YRR TE T R T 12,499 25.0 18,814 25.0
Lower tax rates enacted by local & B FFE K i 2=
authority (2,114) (4.2) - -
Effect of withholding tax at 10% 7%= &7 5 fff & A 7]
on the distributable profits of OByl
the Group’s PRC subsidiaries 10% AT Hy 2 & 300 0.6 = -
Income not subject to tax ﬂiﬁ,ﬁ\%m i Z WA (576) (1.2) (2,009) (2.7)
Expenses not deductible for tax BEHIR 2 B 1,497 3.0 4,368 5.8
Tax losses utilised from previous @Jﬁﬁ BESRREZ
periods s EE (85) (0.2) ©614) 0.8
Tax losses not recognised RER 2B EE 1,627 3.3 2,095 2.8
Recognition of tax losses R B R ERA
previously not recognised FRIa 8 - - (1,836) (2.5)
Others Hith 4 - (393) 0.9)
Tax charge at the Group’s FNEAREEER
effective rate for the year MEGTE 2 FiIE
3 13,144 26.3 20,425 27.1
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11. PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF 11. RQFEREE AEGZF
THE COMPANY

The consolidated profit attributable to equity holders of the BE_E—=F1+_A=+—HIEFE "
Company for the year ended 31 December 2013 includes a RABVER R ARG A BN eI A
profit of RMB11,558,000 (2012: RMB18,397,000) which has KRBT < m M A R #11,558,000
been dealt with in the financial statements of the Company (note T(ZE——F : AR#¥18,397,0007T)
24(p)). (Fi5E24(0)) ©
12. DIVIDENDS 12. RE
2013 2012
—E—=5F T
RMB’000 RMB’000
AR®T R ARETFT
Proposed final — HK6.6 cents BEEAHRE - EREER
(2012: HK9.7 cents) per ordinary share 6.6 (=T —=F :
9.78{0) 22,096 32,899
The proposed final dividend for the year is subject to the REFRBARPREBFARRRIBRRNLIE
approval of the Company’s shareholders at the forthcoming [ERRBFRE L& - SAEER -

annual general meeting.

106" TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) HmRAERRQF
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13.

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE COMPANY

The calculation of the basic earnings per share amounts is
based on the profit for the year attributable to ordinary equity
holders of the Company, and the weighted average number of
ordinary shares of 417,378,485 (2012: 415,691,016) in issue
during the year.

The calculation of diluted earnings per share amounts is based
on the profit for the year attributable to ordinary equity holders
of the Company. The weighted average number of ordinary
shares used in the calculation is the number of ordinary shares
in issue during the year, as used in the basic earnings per share
calculation, and the weighted average number of ordinary
shares assumed to have been issued at no consideration on
the deemed exercise of all dilutive potential ordinary shares into
ordinary shares.

AR EERESERAEARGLEZERE
A
BEREREN B RBEANR B G BAE

HEBANEBOAEE G MNERNBETE
AR INAE Y9 80417,378,4850% (—ZE——
F : 415,691,016)5tE

BREERNSBDREAR B L BAE
SHEEANRERFEENE - SHEHMA

ZEBBINETHRAFADEITEBK
2A (WA EERERBNAAE) - ARk
B I T B (% F B B AR R AR P
BEEAE L RRETEER ST BN
BEEHT)

The calculations of basic and diluted earnings per share are FBREARNRESRBRMAFTE 5 EAKE ¢
based on:
2013 2012
=5 —E——fF
RMB’000 RMB’000
AR¥Tx ARETFT
Earnings 2R
Profit attributable to ordinary equity holders ~ ZNA B & @A E R A A
of the Company FE(SES T 36,853 54,832
Number of shares
RoEE
2013 2012
—E—=5F —E——4F
RMB’000 RMB’000
AR¥Tx ARETT
Shares B% 12
Weighted average number of ordinary shares & A2 217E @ A%
in issue during the year DntEF 5 R 417,378,485 415,691,016
Effect of dilution — weighted average number — #ERZ — 34 K EEARAE 2
of ordinary shares in respect of share A% INAE 8K
options 696,595 1,448,726
Weighted average number of ordinary shares  Fi R 512 & % & 2 Fl| /Y
for the purpose of diluted earnings T AR hnE 19 £
per share 418,075,080 417,139,742
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14. PROPERTY, PLANT AND EQUIPMENT 14. Y% - BERRE
Group REE
Furniture,
Leasehold fixtures and Construction
improvements equipment  Motor vehicles in progress Total
BE %8
HE#E K#&fE RE EEIR gt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARMTE  ARETR  ARMTZ  ARETR  ARETR
31 December 2013 “E-ZE+ZA=t-H
At 1 January 2013: RZE—=F-f—-R:
Cost PR 241,686 53,817 2,901 8,245 306,649
Accumulated depreciation  2:HHTE (132,536) (24,188) (1,226) - (157,950)
Net carrying amount FEFE 109,150 29,629 1,675 8,245 148,699
At1 January 2013, W-2—=%-f—-H8"
net of accumulated HBRZ:E
depreciation 109,150 29,629 1,675 8,245 148,699
Additions NE 47,672 9,377 1,135 - 58,184
Depreciation provided FRTERRE
during the year (40,087) (8,943) (755) - (49,785)
Impairment WA (538) - - - (538)
Transfers E 8,245 - - (8,245) -
At 31 December 2013, RZE—=F
net of accumulated +-A=t—-8"
depreciation and MG RFMERRE
impairment 124,442 30,063 2,055 - 156,560
At 31 December 2013: RZE-=%
T-A=1+-A8:
Cost AR 297,603 58,796 4,036 - 360,435
Accumulated depreciation  2:HHTE
and impairment (173,161) (28,733) (1,981) - (203,875)
Net carrying amount FEFE 124,442 30,063 2,055 - 156,560

QOS" TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) HmRAERRQF
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14. PROPERTY, PLANT AND EQUIPMENT (Continued)

14. V¥ - - BERREE)

Group (Continued) NEE(E)
Furniture,
Leasehold fixtures and Construction
improvements equipment Motor vehicles in progress Total
KR KB
RERE R "E fRIR @&
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ANRETT ANRETT ANRETTT ARETT ARETT
31 December 2012 —E--#+-fA=t-H
At 1 January 2012: RZZ-—§-f-R:
Cost A 178,621 37,812 2,682 4,791 223,806
Accumulated depreciation  ZEH7E (103,772) (20,040) (1,134) - (124,946)
Net carrying amount REFE 74,749 17,772 1,548 4,791 98,860
At1 January 2012, W_2——%-Hf—-H"
net of accumulated TBRZ:E
depreciation 74,749 17,772 1548 4,791 98,860
Additions FE 62,771 18,766 862 8,245 90,643
Disposals irf (436) (355) 13 - (1,004)
Depreciation provided FRTERE
during the year (32,725) (6,559) (522) - (39,800)
Transfers B 4,791 - - 4,791) =
At 31 December 2012, W-E——F
net of accumulated +-A=+-8"
depreciation MR Z5HE 109,150 29,629 1675 8,245 148,699
At 31 December 2012 RZE-—-F
+-A=1+-A8:
Cost AR 241,686 53,817 2,901 8,245 306,649
Accumulated depreciation  2:47E (132,536) (24,188) (1,226) - (157,950)
Net carrying amount REFE 109,150 29,629 1675 8,245 148,699
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15. INTANGIBLE ASSETS 15. BEEE
Licenses Concession
and franchises Trademark right Total
BRERGTE 1 e @st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTE ~ ARETT  ARNTFT  ARETR
31 December 2013 —EB-=F
+=HA=+—H
Cost at 1 January 2013, R-ZZE—=%—H—H
net of accumulated LA
amortisation Bk BT 4,234 3,185 4,750 12,169
Additions NE 936 - - 936
Amortisation provided FNEHRE
during the year (704) (388) (500) (1,592)
At 31 December 2013 R-T—=4%
TF=E=—=E 4,466 2,797 4,250 11,513
At 31 December 2013: W-—E—=&
+=-RA=1+—H:
Cost FAR 6,263 4,127 5,000 15,390
Accumulated amortisation 2T (1,797) (1,330) (750) (3,877)
Net carrying amount REFE 4,466 2,797 4,250 11,513
31 December 2012 —BE——F
+=ZHA=t+—H
At 1 January 2012: R-E——%—f—H:
Cost FAR 4,569 4,127 - 8,696
Accumulated amortisation 2T 619) (549) = (1,168)
Net carrying amount RHESE 3,950 3,578 = 7,528
Cost at 1 January 2012, R-_ZE——F—A—H
net of accumulated K
amortisation BR RETEE 8 3,950 3,578 - 7,528
Additions NE 758 - 5,000 5,758
Amortisation provided FREERE
during the year (474) (393 (250) (1,117)
At 31 December 2012 RZZE—ZF
+=-A=+—H 4,234 3,185 4,750 12,169
At 31 December 2012: R-T——F
+-A=1+—H
Cost D% 5,327 4,127 5,000 14,454
Accumulated amortisation ZETE s (1,093) (942) (250) (2,285)
Net carrying amount REFE 4,234 3,185 4,750 12,169
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15.

16.

ANNUAL REPORT 201

INTANGIBLE ASSETS (Continued)

All of the Group’s licenses and franchises and concession
right were acquired from third parties and the trademark was
purchased from a related party. The intangible assets have
definite useful lives. Such intangible assets are amortised on a
straight-line basis over 10 years.

Licenses and franchises represent the carrying amount of the
brand name “Pepper Lunch” franchise. The franchise entitles
the Group to develop and operate fast food restaurants under
the brand name of Pepper Lunch for 10 years from the date of
acquisition.

The trademark represents the carrying amount of the “Tang
Palace” trademark and license, acquired in 2010. The license
entitles the Group to use the trademark for 10 years from the
date of acquisition upon the transfer of trademark to the Group
completed on 6 January 2011.

The concession right represents the carrying amount of
consideration paid to the previous tenant of a restaurant of
the Group to buy out the tenancy agreement. The concession
right is recognised as an intangible asset with a finite economic
life of 10 years, which represents the term of the new tenancy
agreement the Group has entered into.

INVESTMENTS IN SUBSIDIARIES

Unlisted shares, at cost

REMRLD - FLAAR

15.

16.

B EEE)

AEBENRERFEREEREABE
F=7 HEBERBE=)]  BTEE
HEAARAERFR - ZFEBLEER
BAROATF IR -

B M AT AT AR AR BRI S VR A Y
FREIME © FreF R T ASEEN B WER
HIEA0F AT #AIET /5 | fn R B R e 8
RESE -

BRER_Z-ZTFUBNES IBRK
BERREE - ZEETASEERN R
E——F - ARNHEKAAXAEEEZET
1% BB R HIRR10F A A REAR -

R EEX N TASE —BEEANHE
PZRENKREE  KEHZEER -
B ERDERRBILEE  ARKE
FRATF - IAKERR ZHEEWH
ZEHR -

REEARNRE
Company
¥/

2013 2012

—E—=F —E——fF

RMB’000 RMB’000

ARBTT ARBTFT

7,097 7,097

The amounts due from subsidiaries included in the
Company’s non-current assets of RMB77,849,000 (2012:
RMB112,853,000) are unsecured, interest-free and not
expected to be paid within next twelve months from the end of
the reporting period. In the opinion of the Company’s directors,
these advances are considered as quasi-equity loans to the
subsidiaries.

—E—ZFF3K

FTARRDRIIEREE EMEUKHIB A RRK
THAREET77,849,0007t( —T——F : AR
#112,853,0007T ) BEEF - EEKRTTE
AR RERERE T —BEARIN - XA
RIEERE  ZEBRERNHBRFRE
RSB o

*
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16. INVESTMENTS IN SUBSIDIARIES (Continued) 16. RAHEBRRNRE(#)

&
KHZ’J

Co., Ltd. 7"
L RpEEEEES
BRAR

Particulars of the principal subsidiaries are as follows: TEWMBATEBINT
Nominal value of
Place of issued ordinary/ Percentage of equity
incorporation and registered share interest indirectly attributable
Name operations capital to the Company Principal activities
MR R ERTEER/
8 e EMRAZEE  AARABEEERESSL TEXR
2013 2012
—E-=F -

Beijing Chaobei Tang Palace Mainland China HK$3,000,000 100 100  Restaurant operations
Seafood Restaurant F & B hE A 3,000,000/ RERE
Co., Ltd. 7"

T rBLESEEHRE
BRAR

Beijing Chaowang Tang Palace Mainland China HK$3,000,000 100 100  Restaurant operations
Seafood Restaurant B At 3,000,000/ 7T P23 ]
Co., Ltd. 7"

Lt RAEE=E BN
BB AR

Beijing Haoyuan Tang Palace Mainland China RMB3,000,000 100 100  Restaurant operations
Seafood Restaurant mEAE  AK®S,000,0007T b 3
Co., Ltd. 7"

It RiF5eE =B E
BRAR N

Beijing Mingzu Tang Palace Mainland China RMB5,000,000 100 100  Restaurant operations
Seafood Restaurant Fh B A3t AE5,000,0007T U AL 22
Co., Ltd. 7"

ERRKE=BEM
BB AR

Beijing New Century Tang Mainland China RMB3,000,000 100 100  Restaurant operations
Palace Seafood Restaurant A B ARH3,000,0007T RS
Co., Ltd. 7"

Rt E B
BR AR

Beijing Well Excellent Tang Mainland China HK$3,000,000 100 100  Restaurant operations
Palace F & B Co., Ltd. " R E A 3,000,000/%7T KEEE

TRBEEERR
BRRAE"

Beijing Well Excellent Tang Mainland China RMB5,000,000 100 100  Restaurant operations
Palace Seafood Restaurant B At AEH5,000,0007T RS

TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) HmRAERRQF
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16. INVESTMENTS IN SUBSIDIARIES (Continued)

Place of
incorporation and

Name operations

AL R

7 EEHY

Dongguan Expo Tang Palace Mainland China
Seafood Restaurant P A3
Co., Ltd. 7"

SHEET S
BRAT "

Hangzhou Well Excellent Tang Mainland China
Palace Seafood Restaurant A
Co., Ltd. 7

MMAZEE =B
BRAT "

Ninja House Jiangnan Cuisine Mainland China
F & B (Shenzhen) P A3
Co., Ltd. 7

RERLE—FHRRCRIN)

BRAT "

Shanghai Changning Tang Mainland China
Palace Seafood Restaurant A
Co., Ltd. 7

HEREEZSEY
BRAT "

Shanghai Hongkou Tang Palace Mainland China
Seafood Restaurant P A3
Co., Ltd. 7

R OES S
BRAT "

Shanghai Honggiao Tang Mainland China
Palace Seafood Restaurant A
Co., Ltd. 7

HEBARES S
BRAT "

ANNUAL REPORT 2013 — T — =4 F#f

Nominal value of
issued ordinary/
registered share
capital
ERTZER/
AR 2 EE

HK$3,000,000
3,000,000 7T

RMB3,000,000
AE#3,000,0007T

HK$2,000,000
2,000,000 7T

HK$3,000,000
3,000,000/ 7T

RMB13,500,000
AR #13,500,0007T

RMB6,000,000
AE#6,000,0007T

Percentage of equity
interest indirectly attributable
to the Company

APREEEERER L
2013 2012
—E-ZF —ZT——F
100 100
100 100
100 100
100 100
100 100
100 100

16. RMBARNRE (&)

Principal activities

IREH

Restaurant operations
WEER

Restaurant operations
WEER

Restaurant operations
WEER

Restaurant operations
HEER

Restaurant operations
WEER

Restaurant operations
WEER

*
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16. INVESTMENTS IN SUBSIDIARIES (Continued) 16. RAMEBRARNRE(#E)

Nominal value of

Place of issued ordinary/ Percentage of equity
incorporation and registered share interest indirectly attributable
Name operations capital to the Company Principal activities
ML R ERTZER/
8 B dAfMRAZEE  AARBEEERERSL TEER
2013 2012
- —Z——F
Shanghai Minhang Tang Palace Mainland China USD480,000 100 100  Restaurant operations
Seafood Restaurant A A 480,000% 7T IR
Co., Ltd. 7"
LERTE=S %S
BB
Shanghai Pudong Tang Palace Mainland China USD150,000 100 100  Restaurant operations
Seafood Restaurant A A 150,000% 7T IR
Co., Ltd. 7"
LERRESEES
BB
Shanghai Tang Palace Food Mainland China USD150,000 100 100 Food productions
Co., Ltd. 7 hEA 150,000 7T SERM
EESRMAEBAR"
Shanghai Well Excellent Tang Mainland China RMB3,000,000 100 100  Restaurant operations
Palace F & B Co., Ltd. 7 A A AR #3,000,0007T IR
TRREESER
BB
Shanghai Yangpu Tang Palace Mainland China HK$12,000,000 100 100  Restaurant operations
Seafood Restaurant A 12,000,00077T IR
Co., Ltd. 7"
LEGBESRES
BB
Shenzhen Well Excellent Tang Mainland China HK$3,000,000 100 100  Restaurant operations
Palace F & B Co., Ltd. 7 A A 3,000,000/ 7T IR
g EREEERR
BB
Suzhou Well Excellent Tang Mainland China HK$3,000,000 100 100  Restaurant operations
Palace Seafood Restaurant A A 3,000,000/ 7T IR
Co., Ltd. 7"
FNEEE= RS
BB

Q14" TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) HmRAERRQF
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16.
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INVESTMENTS IN SUBSIDIARIES (Continued)

Name

1

Tang’s Cuisine (Macau)
Limited *

ERERER(RM)—A
BRAR

Vital Pepper (Beijing) Catering
Management Co., Ltd. 7

ENHROER) BRER
BRART

Vital Pepper (Shanghai) Catering
Management Co., Ltd. 7

ENHR( D8 BRER
BRART

PappaRich (Shanghai) Catering
Management Co., Ltd. 7

tEE(LE)ERER
BRART

Place of
incorporation and
operations
MR R
EXH

Macau
il

Mainland China
Bl At

Mainland China
Bl At

Mainland China
Bl At

Nominal value of
issued ordinary/
registered share
capital
ERTZER/
R A2 EE

MOP6,000,000
6,000,000 7T

RMB21,000,000
ARE#21,000,0007T

US$2,100,000
2,100,000% 7T

RMB4,000,000
AR #4,000,0007T

The above table lists the subsidiaries of the Company which,
in the opinion of the directors, principally affected the results
for the year or formed a substantial portion of the net assets of
the Group. To give details of other subsidiaries would, in the
opinion of the directors, result in particulars of excessive length.

*

firm of the Ernst & Young global network

ok

enterprises under Mainland China law.

Not audited by Ermnst & Young, Hong Kong or another member

These subsidiaries are registered as wholly-foreign-owned

" The company names in English of the Company’s subsidiaries
disclosed above are for identification only.

—E—ZFF3K

Percentage of equity
interest indirectly attributable
to the Company
APREEEERER L

2013 2012
—E-ZF —ZT——F
100 100

100 100

100 100

70 70

16. RMBARNRE (&)

Principal activities

IREH

Restaurant operations
REEE

Restaurant operations
HEER

Restaurant operations
HEER

Restaurant operations
HEER

EFEAR LRIIREEFEFEXRRA

SBRAREEEFETEH

ZaN:ORN/NC]

fIERR - EFRA - RHEMEHERR

HBEAUERARTIE -

YRR EE AN FR (BB XAML KB
BPE SR AT K B 2 5] &

o RERE L AIRIET B A A

BEINELE -

N PR REIRE R A2 XS E R

Bl e

*
\115)



NOTES TO THE FINANCIAL STATEMENTS
S 25 e M ik

17. INVENTORIES 17. &

Food and beverages, and other operating £ & K &R A K2 B8 21589

items for restaurant operations Hih & &18 | 29,520 24,048
18. TRADE AND OTHER RECEIVABLES AND 18. EZREMERFERFEFNRIE
PREPAYMENTS

Trade receivables 2 5 ElEE 9,181 10,119 - =
Prepayments HERFIE 13,008 12,743 - =
Deposits and other receivables &4 N E i fE Y F1IE 36,390 20,881 - 117
58,579 43,743 - 117

Less: Deposits classified B NBRIERBEE
as non-current assets P& i (34,192) (16,302) - =
24,387 26,941 - 117

1‘1'6/ TANG PALACE (CHINA) HOLDINGS LIMITED E& (FE) mEAR QT
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18.

ANNUAL REPORT 201

TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS (Continued)

The Group’s trading terms with its customers are mainly on
credit. The credit period is ranging from 30 to 80 days. Each
customer has a maximum credit limit. The Group seeks to
maintain strict control over its outstanding receivables. Overdue
balances are reviewed regularly by senior management. In
view of the aforementioned and the fact that the Group’s trade
receivables relate to a large number of diversified customers,
there is no significant concentration of credit risk. The Group
does not hold any collateral or other credit enhancements
over its trade receivable balances. Trade receivables are non-
interest-bearing.

The aged analysis of the trade receivables as at the end of the
reporting period, based on invoice date and net of provisions, is
as follows:

18.

BEERHEMBEWRTARANRIEE

AEEREFEFZRXZEREBZERE
E - EEHNFI0E80R - GREFH#EHR
FE LR o ANEE S HE R @ &Y RIA#
FEBZES - e EREeTHENSH
fEER o BN B MERAEE 2 E SR
RAEZHEOMEFLEH  WALBEXRE
ERPER - AEEWELEE S RUGK
RiESHFA TN R EMEERE
e o BHRWHFIARRE

REREH - BHRURIERHREHRZ
FRie DM (FABR A 2 T

Group

rEH
2013 2012
—E—=fF —EF——fF
RMB’000 RMB’000
AR®T T ARETT
Within 30 days 30BN 7,654 8,422
31 to 60 days 31£60H 432 1,007
61 to 90 days 61290H 551 173
Over 90 days Q0B A E 644 517
9,181 10,119

—E—ZFF3K

*
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18.

19.

118}

TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS (Continued)

The aged analysis of the trade receivables that are not
individually nor collectively considered to be impaired is as
follows:

18.

EEYER S TE SV SEANE SN )

I 4= (E R A = B ERE 2 B 5 iR
B B AN :

Group

rEH
2013 2012
—E—=fF —EF——fF
RMB’000 RMB’000
AR®T T ARETFT
Neither past due nor impaired e EAsR(E 7,554 8,422
1-30 days past due #mHI1E=30H 432 1,007
31-60 days past due #HA31 260 H 551 173
Over 60 days past due AHAB0H A £ 644 517
9,181 10,119

Receivables that were neither past due nor impaired relate to a
large number of diversified customers for whom there was no
recent history of default.

Receivables that were past due but not impaired relate
to a number of independent customers that have a good
track record with the Group. Based on past experience, the
directors of the Company are of the opinion that no provision
for impairment is necessary in respect of these balances as
there has not been a significant change in credit quality and the
balances are still considered fully recoverable.

None of the assets of deposits and other receivables are
either past due or impaired. The financial assets included in
the prepayments, deposits and other receivables related to
receivables for which there was no history of default.

AMOUNT DUE TO A RELATED COMPANY

The balance with a related company is unsecured, interest-
free and repayable on demand. In the opinion of directors, the
directors, shareholders and beneficial owners of that related
company are the common directors and major shareholders of
the Company.

19.

REHRRE 2 BURIREZ BT
B RSO B R RIBLLEE

RE SR E 2 R IR —H B K P
Bl RERAKEBRFBELE
ERNEER > ARREFRR - ARG
EERYBEEAEY - MAERDBE SR
ABUE - FIBAR %S ERIERER
o

BUEARE M SORE 2 RS R H YR IR
BE  sTATANTIA - e REM B
B eRMEEREBWIIRGH  MxERE
YR IE D S R 4D 8

FEfS —BRE X RIFIE

H-FERE AR AR REEN 28
BIRBERER - BEERA - ZAERRLZ
Ex RRLRESEAAR/LRRZHR
EENTERR -
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20. CASH AND CASH EQUIVALENTS 20. REekBEEEE
Group Company
REE PN
2013 2012 2013 2012
—E-=F —T——F —E-=F —E-F
RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFTT ARETT ARETT
Cash and bank balances B e MR TR 213,001 219,383 89 1,017
Time deposits EHER 48,479 46,022 - =
261,480 265,405 89 1,017
Less: Time deposits with o REH R @R
original maturity over =fE@Am
3 months TEHER 27,445 = - =
Cash and cash equivalents ReRBEELERE 234,035 265,405 89 1,017

At the end of the reporting period, the cash and bank balances
and time deposits of the Group held in the Mainland China
amounted to RMB244,850,000 (2012: RMB213,132,000). The
RMB held in the mainland China is not freely convertible into
other currencies, however, under Mainland China’s Foreign
Exchange Control Regulations and Administration of Settlement,
Sale and Payment of Foreign Exchange Regulations, the Group
is permitted to exchange RMB for other currencies through
banks authorised to conduct foreign exchange business.

Certain of the Group’s cash at banks earns interest at floating
rates based on daily bank deposit rates. Short-term time
deposits are made for varying periods of between one day and
three months (2012: one day and three months) depending
on the immediate cash requirements of the Group, and earn
interest at the respective short-term time deposit rates. The
bank balances are deposited with creditworthy banks with no
recent history of default.

—E—ZFF3K

RMEBR  AEBRTPBREAMFEZ
ReERBITEB R THTEREARE
244850000 L (ZFE ——F : AR
213,132,0007T) - AR FEIAMIFE 2
AREIAERERAEMER - A
1R 15 R B Pt B SN B IR AR D e A5 DB~ B
ERMNESERTE  ASBEEEERRE
RITHARKER BEMER - LUETTIN
PEZERS o

REBEETRTASERERBITFATR
FlE 22 8) 8 RBREF 8 - 2 ET TR
ZHRA—BAE=@EA(ZE—=F : —H
E=EATE  RIF-EEZFREHE
SKIME - WILAEFE 2 52 B F B TE 2 B R B
BFE - BITHRBTIIFEREERITZR
1T BB BAE R SRIALC S o

*
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NOTES TO THE FINANCIAL STATEMENTS

A R P
21. TRADE AND OTHER PAYABLES 21. BEZREMENSTIE

Trade payables B HENZE 46,189 39,789 - -
Other payables and accruals ~ EA JERTFIE K
JEEH A 23,205 23,755 155 1,006
Salary and welfare payables  [Ef3r & M AEF] 22,423 22,474 - -
Receipts in advance TBUGRIE 50,692 42,326 - =
142,509 128,344 155 1,006
An aged analysis of the trade payables as at the end of the BREZEAH  EZEMARERRERRZ
reporting period, based on the invoice date, is as follows: BREC DT -

Within 30 days 30BN 36,332 36,050
31 to 60 days 31%£60H 4,051 1,796
61 to 90 days 61290H 1,568 452
91 to 180 days 912180H 1,408 557
Over 180 days 180H A E 2,830 934
46,189 39,789
The trade and other payables are non-interest-bearing and are B 5 R EMENRIB AT B KAERI0
normally settled on 30-day to 90-day terms. HZE90H HiEAEE -

12'0, TANG PALACE (CHINA) HOLDINGS LIMITED E& (FE) mEAR QT
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Fop 7 3R B e
22. DEFERRED TAX 22, IEIEFIIE
The movements in deferred tax liabilities and assets during the FR - IREERIEAELREENEESIT !

year are as follows:

Group AEE
Deferred tax liabilities BT E (&

At 1 January 2012 R-ZT——%—F—H 950 - 950
Deferred tax charged to the FRIELERIER
statement of profit or loss BRI
during the year (note 10) (K1zE10) - 165 165
At 31 December 2012 and MZE——4F
1 January 2013 +—A=+—HK
—T—=%—H—H 950 165 1,115
Deferred tax charged to the FARERIER
statement of profit or loss bi-Eae. gl
during the year (note 10) (K1z£10) - 62 62
At 31 December 2013 R-E—=%5F
+=-A=+—8 950 227 1,177

ANNUAL REPORT 2013 — T — =4 F#f
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22. DEFERRED TAX (Continued) 22, RIEBIIE(AE)
Group (Continued) REE (F)
Deferred tax assets BEAEFHIR B
Losses
available
for offsetting
against future
taxable profits
FEEE
HEERB
B ESE
RMB’000
ARBTT
At 1 January 2012 R-—ZE——F—H—H 4,600
Deferred tax credited to the statement of FRRETR BT AR KR (A1iZ710)
profit or loss during the year (note 10) 1,497
At 31 December 2012 and 1 January 2013 R-ZE——F+_A=+—HK
—E—=%—H—H 6,097
Deferred tax charged to the statement of FRRERBENERRIR(A210)
profit or loss during the year (note 10) (1,334)
At 31 December 2013 RZZE—=F+"A=+—H 4,763

The Group has tax losses arising in Mainland China of
RMB39,440,000 (2012: RMB38,199,000) that will expire in one
to five years for offsetting against future taxable profits of the
companies in which the losses arose. Deferred tax asset has
been recognised in respect of approximately RMB19,052,000
(2012: RMB24,388,000) of such losses. No deferred tax asset
has been recognised in respect of the remaining tax losses
in Mainland China of approximately RMB20,388,000 (2012:
RMB13,811,000) due to the unpredictability of future profit
streams.

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established
in Mainland China. The requirement is effective from 1 January
2008 and applies to earnings after 31 December 2007. A
lower withholding tax rate may be applied if there is a tax treaty
between Mainland China and the jurisdiction of the foreign
investors. For the Group, the applicable rate is 5% or 10%. The
Group is therefore liable for withholding taxes when dividends
distributed by those subsidiaries established in Mainland China
in respect of earnings generated from 1 January 2008.

AEBRPFRAMELEZER—ERFEA
BH 2 BT B 1B A R #539,440,0007T (=
T——F: AR¥38,199,0007T ) 7] B R
BEELEZSEERZ SRR Z A RERH
WAl e B AREBEYARK19,052,000
T(ZE——F : AR¥24,388,0007T)
RIEREHIBEE - AREERTB AR G T
A BT R BLR P B A i Y T S 1R AR RE
HAR¥20,388,000C(—F——F : AR
#13,811,0007T ) ERIELEF B E E ©

RIEPBREMEFE  FRANMAKZ
INEREDCERINHIREE TR ZIEA
BM10% 2B - ZRMEB _ZTZEN
F—A—HREW WEAR_ZTLF
T A=t—B2REAZEN  FEHH
A FINRIEE & 2 RIVARE R B ZR R U
WaE o AIAJREIRARIE ZBIFHME - 5
AEBEMS  BRAMEAS%H10% - H
It AREEBES P E A Z B A
R —EENFE— A —BRELEZBAAM
DIk 2 [ BETEFE B -
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22. DEFERRED TAX (Continued)
Group (Continued)
Deferred tax assets (Continued)

At the end of the reporting period, the aggregate amount of
temporary difference associated with undistributed earnings
of subsidiaries was approximately RMB229,029,000 (2012:
RMB207,195,000. The deferred tax liabilities of temporary
differences associated with undistributed earnings of certain
subsidiaries have not been recognised because the Group is in
a position to control the timing of the reversal of the temporary
differences and it is probable that such differences will not be
reversed in the foreseeable future.

There are no income tax consequences attaching to the

22, EEBIE(E)
REE(E)
BAEFIREE ()

RIER - B RARADIREFEBEZ
TREERELN A ARM229,029,0007T
(ZZ=——%F : AR¥207,195,0007T) °
AEBUEREBEE THEBRRRD R
FlrEREzR2RRREREAE - TAR
AEFEREIT IR B Z TR =R 2 FHE
FZEE=REnBR BRI BEIFTE -

AR A A PR R ST A AL B 4 A AE AR PATAS

payment of dividends by the Company to its shareholders. 7 o
23. SHARE CAPITAL 23. B
Shares i4v
2013 2012
—E-=F —E—-F
(equivalent to) (equivalent to)
(HHER) (15ER)
HK$’000 RMB’000 HK$'000 RMB’000
TR AR®T R THL ARETT
Authorised: ETE
2,000,000,000 (2012: 2,000,000,000%
2,000,000,000) ordinary (ZE——%F:
shares of HK$0.10 (2012: 2,000,000,000)
HK$0.10) each SREE010ET
(ZF——%F:
0.10/87T) 2 &K 200,000 200,000
Issued and fully paid: BRI :
418,481,000 418,481,000[%
(2012: 416,116,000) (ZB——%F:
ordinary shares of HK$0.10 416,116,0008%)
(2012: HK$0.10) each FREE0.10ET
(ZF——%F:
0.1087T) 2 & Bk 41,848 35,133 41,612 34,944

ANNUAL REPORT 2013 — T — =4 F#f
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23. SHARE CAPITAL (Continued)

23. RA(#&)

Shares (Continued) B1p (&)
A summary of the transactions during the year with reference to REBZRGBMECDRERN 2317
the movements in the Company’s issued ordinary share capital TR BT
is as follows:
Number of
shares in issue Issued capital Issued capital
28T _
RHEE ERITRAE BERTRA
(equivalent to)
(tHER)
Notes HK$’000 RMB’000
KiaE FAT ARETT
Issued and fully paid: BEETRAR
At 1 January 2012 RZT——%F
—H—H 415,000,000 41,500 34,853
Issue of shares on the ki er i
exercise of share options (TP @) 1,116,000 112 91
At 31 December 2012 and HN-T— 4
1 January 2013 +=—A=+—8H
E=F—=%
—H—H 416,116,000 41,612 34,944
Issue of shares on the 1T B AR RS
exercise of share options ~ ZEX1TRZ 9 (o) 1,002,000 100 80
Issue of shares under RIEIR 0 BB ET &)
a share award plan TITRD () 1,363,000 136 109
At 31 December 2013 RZT—=%F
+=-A=+—H 418,481,000 41,848 35,133
Notes: Hiat -
(@  During the prior year, 1,116,000 share options were exercised (@ R EFE 1,116,000 i IR 1 12 B R
at the subscription price of HK$0.825 per share, resulting in B 5 208258 LT (E ~ B Z&AT
the issue of 1,116,000 share of HK$0.1 each for a total cash 1,116,000 % & ix E{E0.178 7T Z I {7
consideration, before expenses, of HK$921,000 (equivalent 3 @ﬁ%ﬁ@(?ﬂ@?ﬁiﬁu )43921,00078 7T
to RMB751,000). The proceeds of HK$112,000 (equivalent to (HEERA E’%Z&Sj,OOOm) o P15 3IE
RMB91,000) representing the par value of the shares of the 112,00 Bt (AE R ARK91,0007T)
Company, were credited to the Company share capital. The HERARRIRMEE - I3 AR AR
remaining proceeds of HK$809,000 (equivalent to RMBB660,000) IR o E R PT15 5RIH809,000/8 L (HHE
before issuing expenses, were credited to share premium. An R AR #660,0007T ) 1R FBR 317 5 52 Al
amount of HK$1,165,000 (equivalent to RMB944,000) was also LA m B - 8 /31,165,0007%
transferred from the share option reserve to the share premium T (HRE R AR #5944,0007T ) IR 8 A 1
account upon the exercise of the share options. %TT FrpEREREEREERD AE
(o)  During the year, 1,002,000 share options were exercised at the b)) EA /_1),902,0001’71,3%1&{5?{%??@ -
subscription price of HK$0.825 per share (note 25), resulting in B REAR0.825/8 T (MIaF25) « W17
the issue of 1,002,000 share of HK$0.1 each for a total cash 1,002,000 % = SR E1E.0.1 78 T B 7 » 30
consideration, before expenses, of HK$827,000 (equivalent Br ) 2 il 2 33 < fX 8 48 %8 3% 827,000 78
to RMB661,000). The proceeds of HK$100,000 (equivalent to T (S E’E\\J\Eﬁg@m ,0007T.) ° 100,000
RMB80,000) representing the par value of the shares of the 7B 7 (HHE 1 A R #80,0007T ) B AT 15 53X
Company, were credited to the Company share capital. The BRARNFBRMEE - Bt ARREIKR
remaining proceeds of HK$727,000 (equivalent to RMB581,000) AN o B —5727,00@{% THERARE
before issuing expenses, were credited to share premium. An 581,0007T ) &) FT 15 X IH (A J0 Bk 2 17 5
amount of HK$1,064,000 (equivalent to RMB851,000) was also X ARDIR(E © KT MR - —
transferred from the share option reserve to the share premium £1,064,00078 7, (1B 2 7 A K #851,00
account upon the exercise of the share options. %QE%T%ID‘FEE BREREERERD R

&
Q24 ’1
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23. SHARE CAPITAL (Continued)

Shares (Continued)

Notes: (Continued)

(c) On 15 July 2013, 1,363,000 ordinary shares of HK$0.1 each
of the Company were issued to certain employees pursuant to
a share award plan. The shares were deemed to be issued at
HK$1.28 each, being the market price at the date the shares
were awarded. The total deemed consideration for the issue
of shares is HK$1,744,000 (equivalent to RMB1,396,000),
where HK$136,000 (equivalent to RMB109,000), representing
the par value of the shares of the Company, were credited
to the Company’s share capital and the remaining deemed
consideration of HK$1,608,000 (equivalent to RMB1,287,000)
before issuing expenses, were credited to share premium
account.

Share options and share awards

Details of the Company’s share option scheme and share
award plan are included in note 25 to the financial statements.

24. RESERVES
(@) Group

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on page 69
of the financial statements.

Statutory general reserve

Statutory general reserve represents the appropriation
of 10% of profit after taxation determined based on the
relevant accounting rules and regulations of the PRC as
required by the Articles of Association of the Company’s
PRC subsidiaries. The appropriation may cease to apply if
the balance of the statutory general reserve has reached
50% of the PRC subsidiaries’ registered capital.

Other reserve

Other reserve includes: (a) the difference between the
nominal value of the share capital issued by China Tang
Palace F&B Enterprise Limited (“Tang Palace BVI”) and the
nominal value of share capital of the subsidiaries acquired
by Tang Palace BVI, (b) the deemed contribution from
a controlling shareholder of RMB1,866,000 arising on
the acquisition of remaining 10% equity interest in Meco
Petrochemical Limited from Mr. Hui Yui Chuen (“Mr. Hui”),
a non-controlling shareholder, by Mr. Chan, a founder
shareholder of the Company, on 23 December 2009 and
representing the unaudited combined net assets value
of Meco Petrochemical Limited attributable to Mr. Hui as
at 30 November 2009 reclassified from non-controlling
interests as deemed contribution by Mr. Chan, (c) the
difference between the subscription price and the nominal
value of the shares allotted and issued by Tang Place BVI
of RMB35,014,000 and the deemed contribution from
controlling shareholders of RMB107,215,000 and (d)
the difference between the nominal value of 1,999,999
shares of HK$0.1 each in the Company’s issued share
capital and the entire issued share capital of Tang Palace
BVI of US$50,000 eliminated as a result of the Group
Reorganisation.

ANNUAL REPORT 2013 — T — =4 F#f
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24. RESERVES (Continued)

&
Q26 ’1

24, REE)

(b) Company (b) A&AT
Retained
Share Share profits/
Premium options (accumulated
account reserve losses) Total
REEA,
BpRER BRERE (RTEHR) st
Notes RMB’000 RMB’000 RMB’000 RMB’000
Hz ARETFT ARBTT ARETT AR%®TR
At 1 January 2012 RZT—Z4F
—R— 114,106 1,498 (20,235) 95,369
Total comprehensive income [ 2 Yz 4258
for the year - - 18,397 18,397
Equity-settled share option ~ LARRANAEE 2
arrangement AR RE L HE 25 = 1,238 = 1,238
Exercise of share option 1T{ERE R E 23(a) 1,604 (944) - 660
Share options lapsed FRERIE
during the year e = (227) 227 -
Final 2011 dividend declared EiE—ZT——%F
REARES (30,530) - - (80,530)
At 31 December 2012 and R_ZT—_4F
1 January 2013 +-A=t+—H
RZE—=F
—H—H 85,180 1,565 (1,611) 85,134
Total comprehensive income “EfE 2 E 25448
for the year - - 11,558 11,558
Equity-settled share option ~ AR A4 E ~
arrangement PRSI B 25 - 593 - 593
Exercise of share option 1TfF BRI 23(b) 1,432 (851) - 581
Share options lapsed FRERBIE
during the year A - (170) 170 -
Issue of shares under R R 12 BT 2l
share reward plan BT 23(c) 1,287 - - 1,287
Final 2012 dividend ER-E——F
declared REARR S (32,368) - - (32,368)
At 31 December 2013 R-E—=F
+=—RA=+—H 55,531 1,137 10,117 66,785

TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) HmRAERRQF
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Pre-IPO Share Option Scheme

Pursuant to a written resolution passed on 25 March 2011 by
the shareholders of the Company, the Group adopted a Pre-
IPO Share Option Scheme. On 25 March 2011, share options
to subscribe for an aggregate of 4,000,000 shares were
granted to 68 senior management and employees at a nominal
consideration of HK$1 for each grant. The directors confirmed
that no further share options under the Pre-IPO Share Option
Scheme has been or will be granted.

The purpose of the Pre-IPO Share Option Scheme is to
recognise and reward the contribution of certain directors,
senior management and employees of the Group to the growth
and development of the Group and the listing of the Company’s
shares on the Stock Exchange.

The principal terms of the Pre-IPO Share Option Scheme are
the followings:

(i) The Pre-IPO Share Option Scheme may only be granted
from 25 March 2011 to 31 March 2011.

(i)  The exercise price of the share option granted under the
Pre-IPO Share Option Scheme is 50% of the final offer
price in connection with the Company’s international
placing and initial public offering (i.e. HK$1.65 per share)
and are exercisable and vested in the following manner:

° up to 30% of the options granted may be exercised
on or prior to the end of the second year after the
Listing Date;

° up to 60% of the options granted may be exercised
on or prior to the end of the third year after the
Listing Date; and

° all outstanding options may be exercised prior to
the expiry on the day falling four years after the
Listing Date.

ANNUAL REPORT 2013 — T — =4 F#f

25. SHARE-BASED PAYMENT TRANSACTIONS 25.

URGBB/RERNRR S
BRDABRENBRETS

BEARRBREN T ——F=A=-+Hh
HEANEERAZRER  AEEEMAFRA
FEERERETE - R ——F=A
“+HHE AT \EEREEAERE
B % T 8 I 4 LA SR B8 & £4,000,000 A% A%
m BHRENBERERIEBL - ES
BEWELETSREE N AREEAE
AR T EIIR H L A B AR AEE o
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25.

&
QZS ’1

SHARE-BASED PAYMENT TRANSACTIONS 25. URBARERGRRZ (&)
(Continued)
The following table discloses movements in the Company’s TREERRABRENERNZ EBENR
share options during the year:
Lapsed upon
As at Exercised  termination of As at Estimated
Exercisable Exercise 1 January during employment 31 December option value
Vesting Period  period price 2013 the year  during the year 2013 per share
R i
“B-=F Epgt  -%-ZF% HED
SR s ke -B-A EhfiE BRARXX T=R=t-8 REEE
Tranche 2 25/3/2011- 20/4/2013- HK$0.825 1,029,000 1,002,000 27,000 - HK$1.0615
FH 19/4/2013 20/4/2015 0.82587T
Tranche 3 25/3/2011- 20/4/2014- HK$0.825 1,372,000 - 180,000 1,192,000 HK$1.0708
i 19/4/2014 20/4/2015 0.825%TC
2,401,000 1,002,000 207,000 1,192,000

The weighted average closing price of the shares immediately
before the date on which the share options were exercised was
HK$1.58 (2012: HK$1.67).

The fair value of the share options at the date of grant
determined using the binomial option pricing model is
approximately HK$4,240,000. The Group recognised a
total expense of approximately HK$741,000 (equivalent to
RMB593,000) (2012: RMB1,238,000) during the year in relation
to the options granted by the Company in 2011.

The variables and assumptions used in computing the fair value
of the share options are based on the management’s best
estimate. The value of an option varies with different variables
of a number of subjective assumptions. Any change in the
variables so adopted may materially affect the estimation of the
fair value of an option.

SRR AT B HA AT 2 A ANAE 15 Uk
MEA158ET(ZE——F 1.678T) °

REEBRE —EAREEEEREE
BE ILAE A S (E 4 54,240,00058 7T A&
EHEIZNEANEEARRN T —FK
BB AR HE 2 485 % #9741,000/8 7T (ABE R
ARM593,0007L)(—ZFE——F : AR¥E
1,238,0007T) °

ST E R AL N T E R 3 0 B N R AR
RERBREZTMG BRENEGES
BIEZETBRE2EHMAE L TR
fE - TS HRAZESMERES 7
e UHBREATEZGFTELEEANY
=
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25. SHARE-BASED PAYMENT TRANSACTIONS

(Continued)

The major inputs into the models at the grant date were as
follows:

DR BERNRRS (#)

R H H B AR T 28RN T

Expected share price as at grant date R B TREAARE HK$1.657 7T
Exercise price 1TEE HK$0.825/ 7T
Expected volatility TEHRR I8 59.07%

Expected life TEHAE U 2.6-3.6%Fyears
Risk-free rate mRE R 2 XK 1.797%
Dividend yield % B e 2 0%
Early exercise level REITEKFE 3.5f%times

The risk-free rate has made reference to the yield of HK
Exchange Fund Notes (EFN) as at the grant date. The volatility
of the Company’s stock was determined by reference to the
share price volatilities of companies in similar line of business
of the Company and assumed to be constant throughout the
option life.

The 1,002,000 shares options exercised during the year
resulted in the issue of 1,002,000 ordinary shares of the
Company and new share capital of HK$100,000 (equivalent to
RMB80,000) and share premium of HK$727,000 (equivalent
to RMB581,000) (before issue expenses), as further detailed in
note 23(b) to the financial statements.

At the end of the reporting period, the Company had 1,192,000
share options outstanding under the Pre-IPO Share Option
Scheme. The exercise in full of the outstanding share options
would, under the present capital structure of the Company,
result in the issue of 1,192,000 additional ordinary shares of
the Company and additional share capital of HK$119,000
(equivalent to RMB95,000) and share premium of HK$864,000
(equivalent to RMB691,000) (before issue expenses).

ANNUAL REPORT 2013 — T — =4 F#f
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N B% 15 34 (B 727,000 7T (FHE R ARE
581,00070) (FNBREETTHLAT) « #E—P5F
1B R R M 7E23(b) °

RBREHR - ARRNE X ARMBERE
RS EI TN A 1,192,00010 AR 1 TEHEAGHE -
EARRBIRITERNEET @ BEITHERT
{55 BE AR W 5 SB B RE /P B2 171,192,000 % 4K
NEIE B S © REESMNEAN119,000%8
T (FE M A RH950007T ) K % 18 KD
864,000 7t (18 & N A R #691,0007T )
(FBREEITHAIAT) ©

*
\12’9)




NOTES TO THE FINANCIAL STATEMENTS
S 85 A Fi

25.

130}

SHARE-BASED PAYMENT TRANSACTIONS
(Continued)

Share Award Plan

The Company adopted a share award plan on 25 March 2011
which was revised on 22 March 2013 (“Share Award Plan”)
pursuant to which the board of directors may, subject to and
in accordance with the rules of the Share Award Plan, make
an award of shares to certain classes of eligible participants as
specified in the Share Award Plan, as determined by the board
of directors from time to time on the basis of the opinion of the
board of directors as to the proposed awardee’s contribution
and/or future contribution to the development and growth of the
Group. The shares and other trust fund for the implementation
of the Share Award Plan are administered by a trustee or
trustees (the “Share Award Plan Trustee”) to be appointed by
the Company.

Under the Share Award Plan, the board of directors shall
determine the eligibility of the eligible participants and the
number of shares to be awarded (the “Awarded Shares”) and
notify the Share Award Plan Trustee of the making of awards.
The Awarded Shares is either (1) transferred to it from any
person (other than the Group) by way of gift; (2) purchased
by the Share Award Plan Trustee out of the funds received by
it by way of gift or for nominal consideration; (3) subscribed
for or purchased by the Share Award Plan Trustee out of the
funds allocated by the board of directors out of the Group’s
resources, subject to the terms and conditions of the rules of
the Share Award Plan. The Share Award Plan Trustee may
purchase shares on the Stock Exchange at the prevailing
market price or off market, or subscribe for new shares at par
or at such other subscription price as instructed by the board
of directors out of the Group’s contribution if the board of
directors considers it appropriate to do so.

During the year, 1,363,000 shares had been awarded under
the Share Award Plan at HK$1.28 each, being the market price
at the shares were awarded. The deemed consideration of
HK$1,744,000 (equivalent to RMB1,396,000) was recognised
as expense during the year in relation to the shares awarded
under the Share Award Plan as further detailed in note 23(c) to
the financial statements.

25.

DR BERNRRS (H)

Bt R B =t &

ARARRZE——F=A=1+HB(KR=E
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R IR ERENETE ) - B ESEIUR
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26. NOTES TO CONSOLIDATED STATEMENT OF CASH 26. SRS RERMT
FLOWS
Major non cash transactions EXFRERS
(@ On 15 July 2013, 1,363,000 ordinary shares of HK$0.1 @ MZE—=FtHA+HH &XQF
each of the Company were issued under the Share Award 1,363,000 &I HE1E0. 1B TH & &
Plan to the employees with no consideration received. IRIBRIEAR (D BN EH 21T T EE AE
WEAE ©
(o) In the prior year, the Group acquired items of property, b) RE—FE AEERSBINERE
plant and equipment from the sole shareholder of Golden B—-ABRAR([2BHNER]) 2
Jaguar Food and Beverage Management Limited (“Golden —IRENEME - HENREREER -
Jaguar F&B”). The acquisition was made by way of WEESEEAWKE S ENER2100%
acquiring 100% equity interest in Golden Jaguar F&B and MerEz FVETT - Bt S BHER
since then, Golden Jaguar F&B became a wholly-owned KAEAEEL2EWBRR  MEAT
subsidiary of the Group, and the company name was HBEETNAESSHERCRP)
subsequently changed to Tang’s Cuisine (Macau) Limited. — ABRAT] -
This transaction was accounted for as purchases of assets ERIER SHARY AU E E T IEETE
rather than as business combination because Golden A6t RAREEHERNKERL
Jaguar F&B had not carried out any significant business RBEEMERNER - RERPEEN
transactions at the date of acquisition. The net outflow of BE MRS HERDFERENALELES
cash and cash equivalents from this acquisition reflected RERER ERERIFMBEECR
in the consolidated statement of cash flows as part of the EREFFH 2 —IH -
cash flow movement in individual assets acquired.
The asset acquired in the acquisition of Golden Jaguar WESEHNERAEEELT ¢
F&B was as follows:
2012
—E—_4F
RMB’000
ARBTT
Asset acquired: FR1SEEE
Property, plant and equipment Y% - BB NEE 9,780
Satisfied by: SAHR :
Cash BRe 9,780

An analysis of net outflow of cash and cash equivalents in
respect of the above acquisition was as follows:

Cash consideration and net outflow of cash and
cash equivalents in respect of the acquisition of
a subsidiary

L EdWIESRIE - Re kRS FER
R AT

RMB’000
ARETT

WE—FMBARZHEERENAR
RekBReFERLFHR

9,780
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27.

28.

\?%}

OPERATING LEASE ARRANGEMENTS

The Group leases certain of its restaurants, staff quarters and
office premises under operating lease arrangements. Leases
for restaurants are negotiated for terms ranging from two to ten
years (2012: three to ten years), while leases for staff quarters
and office premises are negotiated for terms ranging from one
to three years (2012: one to three years).

At 31 December 2013, the Group had total future minimum
lease payments under non-cancellable operating leases falling
due as follows:

27. REBERH

AEBBBLEHELHEEETER

ETHEERRAERNE - BELAEFHZ
EEANTMEETFE(ZZ——F: =ZF%

+F) - ﬁ;l@%&%”*ﬁ%ﬂfi%
BEANT—FE=F(T——F: —F
E=4F)o

R=B—=#+-A=+—A  A%E}
] A R B A T 5 B R A
HEORIEAS BT -

Group

REE
2013 2012
—E—=5F B4
RMB’000 RMB’000
ARET R ARBTT
Within one year —FR 94,306 68,687
In the second to fifth years, inclusive F_FEFERF(DEEEMT) 288,079 243,299
After five years AFE 104,263 107,855
486,648 419,841

The operating lease rentals of certain restaurants are based
solely on the sales of those restaurants or on the higher of a
fixed rental and contingent rent based on the sales of those
restaurants. In opinion of the directors, as the future sales
of those restaurants could not be accurately estimated, the
relevant rental commitments have not been included above.

CAPITAL COMMITMENTS

In addition to the operating lease commitments detailed in
note 27 above, the Group had capital commitments in respect
of property, plant and equipment at the end of the reporting
period:

ERIKEREE

Contracted, but not provided for

ETERREHEH NEEANZSER
ZIHERE &Imﬁi&%WMﬁa%%
TR 2B RE - EFRA
&:%F%*X%Eﬁﬂﬁiﬁﬁﬁ
HARREEEAEY RBREN LR -

28. EAREIE
BB sE27 sl 2 (S B R E AN - A&
BRREHERYE  BEMXEHEEE
AREHE

Group

rEE
2013 2012
—E—=fF —EF——4F
RMB’000 RMB’000
AR®T T ARBFT
6,619 4,363

At the end of the reporting period, the Company had no
significant capital commitments (2012: Nil).

FHR - NRBAEEKEARNARE

B F:F)-

—~
/7
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29. RELATED PARTY TRANSACTIONS

(a)

(b)

ANNUAL REPORT 201

29. BB L RS

In addition to the transactions detailed elsewhere in these (@) 7EAHME - BB SRS I T
financial statements, the Group had the following material MZ N - NEBE R T T T
transactions with related parties during the year: e N
2013 2012
—E-=fF —ET——fF
Notes RMB’000 RMB’000
Kz AR®T T AREFTT
Purchase of leasehold HEEHEMERER
improvements and equipment B 0] 3,167 1,472
Rental expenses paid to arelated 4 F—fEBE AR 2
company HERX (i) 1,032 1,032
Rental expenses paid to arelated Xt F—ME QT2
company HERX (i) 3,400 3,666

Notes: HiaE

()  The selling price of the leasehold improvement was () Tﬁ‘£%¥ LB EE ISR B LR
made at pre-determined prices agreed between the cBEMAORIDBRAR([BEDREE
Group and Chiu Kwun Engineering (Shenzhen) Co., Ltd. E’Ji‘gﬁ‘ﬁfmfﬁ)%ﬁgi o ARBIEEGHLE
(“Chiu Kwun”). Mr. Ku, a director of the Company, is the RBENERERA °
beneficial owner of Chiu Kwun.

(i)  The rental expenses were charged by Dongguan Well (i) REcHEREEERBERAR( R
Excellent Hotel Management Services Co., Ltd (‘Dongguan | )N B E R R HER B AE S WE
Well Excellent”) at rates agreed between the Group and AERY - AAREBMBRRELLE K
Dongguan Well Excellent. Mr. Yip, Mr. Chan and Mr. Ku, EEREEAENMRBREHENEZRR
directors and shareholders of the Company, are also B
directors and shareholders of Dongguan Well Excellent.

(i) The rental expenses were charged by Meco Group (i) ZEEEEARAR(ESEEDZAEE
Company Limited (“Meco Group”) at rates agreed between BESEEREMNESKIEERY - K
the Group and Meco Group. Mr. Yip, Mr. Chan and Mr. NEIEERREELE  BRAEERTLE
Ku, directors and shareholders of the Company, are also NAXREENEERBR - MBESF
directors and shareholders of Meco Group. In the prior B EafERERAKRAEEEANEE
year, Meco Group agreed to waive rental of RMB781,000 e ARM781,0007T °
for a premises rented by the Group.

Outstanding balances with related parties: (b) EEEEEE S HREZLEH

Details of the Group’s outstanding balances with related
companies as at the end of the reporting period are
included in note 19 to the financial statements.

—E—ZFF3K

WEHR - AERE R T RE
4+

R
ERBBENT I REME19

*
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29. RELATED PARTY TRANSACTIONS (Continued)

30.

134}

(c) Compensation of key management personnel of the

Group:

Details of directors’ and the chief executive’s emoluments
and five highest paid employees are included in notes 8

and 9 to the financial statements, respectively.

The related party transactions in respect of items (a)(i), (a)(ii)
and (a)(iii) above also constitute connected transactions or
continuing connected transactions as defined in Chapter 14A of

the Listing Rules.

20, BAEELRS (&)

() A"EEEREEABZME:

EELEREEAEBMERARES
¥r1E 8BNS 2 RIS B IS R b =

89 -

it (a)() -

(a)(ii) 2 (a) i) TE ) B B 75 32 5 7%

B EMRRFE VAR ENBER S

FINANCIAL INSTRUMENTS BY CATEGORY 30. BERIE S z2ERmTITE
The carrying amounts of each of the categories of financial RIfAEHIRK  SREERN S T AR
instruments as at the end of the reporting period are as follows: BT :
Financial assets THEE
Group Company
AEE A N/NC|
Loans and receivables Loans and receivables
MR FEW IR BRI EWRIE
2013 2012 2013 2012
—E—=fF —=E——F —E—=fF == —kE
RMB’000 RMB’000 RMB’000 RMB’000
AR®T T ARETTT AR®T T AREFTT
Trade receivables B S EWIR 9,181 10,119 - -
Financial assets included 5+ AFEfTFIE -
in prepayments, Be RHEAMER
deposits and other FEZCMEE
receivables (note 18) (K17£18) 36,390 20,881 - 117
Time deposits TEHIF K 27,445 = - =
Cash and cash equivalents 84 NI & Z£(E 234,035 265,405 89 1,017
307,051 296,405 89 1,134

TANG
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30. FINANCIAL INSTRUMENTS BY CATEGORY 30. REREDZEMTE(E)
(Continued)
Financial liabilities PHEE
Group Company
AEE RAFE]
Financial liabilities at Financial liabilities at
amortised cost amortised cost
RBEARIRzSMAE REHEESIRzZeREE
2013 2012 2013 2012
—E-=F - =E-=F —Z—=fF
RMB’000 RMB’000 RMB’000 RMB’000
ARSTr ARBTT AR¥TR ARETT
Trade payables B S IEN IR 46,189 39,789 - =
Amount due to a related  JEN—TEIEE AR
company KIE 4,258 1,394 - -
Financial liabilities AR EIE K
included in accruals HEfENFIEY
and other payables SREE
(note 21) (Hia21) 73,897 66,081 155 1,006
124,344 107,264 155 1,006
FAIR VALUE OF FINANCIAL INSTRUMENTS 3. ERMIAENATE

31.

Management has assessed that the fair values of cash and cash
equivalents, time deposits, trade receivables, trade payables,
financial assets included in prepayments, deposits and other
receivables, financial liabilities included in other payables and
accruals and an amount due to a related company approximate
to their carrying amounts largely due to the short term maturities
of these instruments.

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in
a current transaction between willing parties, other than in a
forced or liquidation sale.
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32.

136}

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s principal financial instruments comprise cash and
bank balances and short-term deposits. The main purpose of
these financial instruments is to raise finance for the Group’s
operations. The Group has various other financial assets
and liabilities such as trade receivables, deposits and other
receivables, balances with related companies, trade payables
and other payables, which arise directly from the Group’s
operations.

The main risks arising from the Group’s financial instruments are
foreign currency risk, credit risk and liquidity risk. The directors
meet periodically to analyse and formulate measures to manage
each of these risks and they are summarised below.

Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by operating units in
currencies other than the units’ functional currencies. It is the
Group’s policy not to enter into forward contracts until a firm
commitment is in place.

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in the
Hong Kong Dollars exchange rates, with all other variables held
constant, of the Group’s profit before tax (due to changes in
the fair value of monetary assets and liabilities) and the Group’s
equity.

32.

cREREEBBRERBE

ARBEESRTABRERAS KIRTTERR
FEBER ZFeRMITAZETEENR
RAREXBERES - AEBNEZ R
HEEREBELZRGEREENARE -
PlansE 5 W RIE - Re MO R UK
R EERARNER EHENKIER
HAG R F0R -

AEESMTAZIEZARSINERE -
EERBRERDESRER EXTHRE
AL HIEEEAEEREBRRAR B
RAfa e LA T

S LB

AEBAAERZEERR - EEBMIA
BUZINEEBUIN EEETEER -
BeELLERR AKEZBRRS  #
REBERT GRIEREH -

TRINEMAE BRI T E 2 BN
T RBEHRBTERSEN A LS
HNAEE 2 GHRANEN (AR EREER
BEZATHEES) RAKE 2 a2 U=
& o
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32. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 32. 2REMTEEERBE (&)
POLICIES (Continued)
Foreign currency risk (Continued) ShEE R B (4F)
Increase/ Increase/
(decrease) (decrease) Increase/
in exchange in profit (decrease)
rate before tax in equity*
IS EE R RRBLAT SRR Em
R (R #in/ORd) #&im Cd)*
% RMB’000 RMB’000
AREBT T ARETT
2013 —E-=F
If Renminbi weakens against HK$ M AR ATTRE 5 (288) -
If Renminbi strengthens against HK$ il A R ¥ 558 o THE (5) 288 -
2012 —E——4F
If Renminbi weakens against HK$ M AR ABTRE 5 (571) -
If Renminbi strengthens against HK$ i A RE 3B T FHE (5) 571 -

2 Excluding retained profits * T EIFRE T
Credit risk EERE

The Group trades only with recognised and creditworthy
third parties. It is the Group’s policy that all customers who
wish to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are closely
monitored on an ongoing basis to minimise the Group’s
exposure to bad debts.

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents, deposits and other
receivables, arises from default of the counterparty, with a
maximum exposure equal to the carrying amounts of these
instruments.

Since the Group trades only with recognised and creditworthy
third parties, there is no requirement for collateral. There are no
significant concentrations of credit risk within the Group. Further
quantitative data in respect of the Group’s exposure to credit
risk arising from trade receivables are disclosed in note 18 to
the financial statements.
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32. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 32, £RiEMEEBERKE &)
POLICIES (Continued)
Liquidity risk REVE S RS
The Group monitors its risk to a shortage of funds using a AEEFAERKSFERBSESE TR
recurring liquidity planning tool. This tool considers the maturity ErEsEmRnER ZIAEZREY
of both its financial instruments and financial assets (e.g., trade e TREESHEE(WWE S EWRIE)
receivables) and projected cash flows from operations. ZE BB RIRE EEFEB  IEHRREM
% o
The Group’s objective is to maintain a balance between AEEZEERBRAERRITENRLE
continuity of funding and flexibility through the use of bank loans X OHERBESRHEMHEERFECBAZF
and overdrafts. The Group’s policy is to maintain the Group at a & o REBZHRBEFAEBENRE
net current asset position. BEFRB MR -
The maturity profile of the Group’s financial liabilities as at RI{EHIK AEBESMEBENREBAS
the end of the reporting period, based on the contractual TIER AT G XARITIRAFIE - 2500 -
undiscounted payments, is as follows:
Group REH
2013 2012
—E-=F —E-—F
On  Less than On Less than
demand 1 months Total demand 1 months Total
REXEER SRMEAR @y mERkEE  SMEAR @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’'000
ARETR AR%®Tn AR¥TR ARBETR ARETT ARETR
Trade payables B S EMNTE - 46,189 46,189 - 39,789 39,789
Other payables and Hit AR
accruals RE - 73,897 73,897 = 66,081 66,081
Amount duetoarelated  [EfT—FIEELD A
company FUE 4,258 - 4,258 1,394 - 1,394
4,258 120,086 124,344 1,394 105,870 107,264
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32. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

33.

POLICIES (Continued)

32.

TRREREEBERBER(#)

Liquidity risk (Continued) RBESR(EF)
Company AT
2013 2012
—E—=F —E——F
Less than Less than
1 month 1 month
Li1{E A DLR1E A
RMB’000 RMB’000
AR T ARETFT
Other payables H A ERTEIR 155 1,006
Capital management BEXEE

The primary objectives of the Group’s capital management are
to safeguard the Group’s ability to continue as a going concern
and to maintain healthy capital ratios in order to support its
business and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust
the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue
new shares. No changes were made in the objectives, policies
or processes for managing capital during the years ended 31
December 2013 and 31 December 2012.

The capital structure of the Group consists of cash and cash
equivalents and equity attributable to owners of the Company,
comprising issued share capital, reserves and retained profits as
disclosed in the consolidated financial statements.

The directors of the Company review the capital structure
periodically. As part of this review, the directors consider the
cost of capital and risk associate with each class of capital.
Based on recommendations of the directors, the Group will
balance the overall capital structure of the Group through the
payment of dividends, new share issues as well as raising of
new bank loans.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue
by the board of directors on 27 March 2014.

ANNUAL REPORT 2013 — T — =4 F#f

33.

AEEERNEENTIEAREEREARE
BERIGELE  YHFRBRNERL
RPYXFHEEMEERITRREE -

AEBEBEENEEY B ARCEIKMSE
FE MEREENRBRSFHEEELRA
Bo BTHBNAREAEE  AEEA
BRI N TIREMIRE  MIRERESE
Ak EBHTHRD - HE_T—=F+=
A=+—Bk=ZE—=—F+=-A=+—H
IHFEER  EEAREEMEZ BXRB
R REERL -

AEBNEAGEBEERATEREFER
ARREAEANEIGEDS  HERETK
A EEMRRERT - FBEREEME R
RIFE -

ARREEEMEHNELGEE - FLEH
THEH—FD  EFEEEELARAR
HEEXEHEARENRAR - REESHNE
& AEEREBIKERE - BITHRN
REBEFRITERTELAEERBNER
R -

it B Rk

AHBHRROEEFEN T —NF=H
— B R IR o
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SUMMARY FINANCIAL INFORMATION
HA 5 Rl B2

A summary of the results and of the assets, liabilities and non- AEBERSIAFEBMBEENEESBRE - L&
controlling interests of the Group for the last five financial years, as & - B1& L IEFEAREDRS » JyiEsta s T2
extracted from the published audited financial statements and the — HY4R =A% I 7R MBI ERA

Prospectus, is set out below.

RESULTS ES3 |

Year ended 31 December
BE+-A=+—HLEE
2013 2012 2011 2010 2009
—B-=f —%T--f —FT——% —T-FTF —TTNE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR¥TR ARETT ARBTT ARBTT ARETT

Revenue Wz 902,420 824,712 746,203 606,529 449,890
Other income and gain, net H AW A R W 558 20,627 18,386 14,598 11,564 7,821
Cost of inventories consumed = F &M (380,162)  (338,536)  (306,332)  (260,384) (194,262
Staff costs EIMA (237,601)  (206917)  (173,126)  (133,338)  (98,059)
Depreciation of items of % - BB RSEEE

property, plant and e

equipment (49,785)  (39,800)  (31,405)  (27,950) (21,499
Utilities and consumables NEFHERZ REFED (51,525) (52,362) (46,137) (37,455) (28,858)
Rental and related expenses ~ f4 RiARER X (88,123) (72,773) (60,937) (45,287) (31,883)
Listing and related expenses - RARERI - - (13,697) (2,098) (4,386)
Other expenses Hibpx (65,572) (57,453) (53,772) (41,242) (30,829)
Finance costs BB (282) - (688) (204) =
Profit before tax BREE AR A 49,997 75,257 74,707 70,135 47,935
Income tax expense FrisfiF (13,144) (20,425) (23,981) (23,604) (15,939)
Profit for the year NEEEF 36,853 54,832 50,726 46,531 31,996
Attributable to: TR -

Owners of the Company RAFHER A 36,853 54,832 50,726 46,531 31,240

Non-controlling interests JEFE AR RE RS - - - - 756

36,853 54,832 50,726 46,531 31,996

Q40" TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) HmRAERRQF



SUMMARY FINANCIAL INFORMATION

S 5 B 22
ASSETS, LIABILITIES AND NON-CONTROLLING BE - BERFERES
INTERESTS

Total assets BEHEE 522,415 500,161 455,404 272,367 217,004
Total liabilities afERE (149,998) (135,107) (116,145) (134,123) (138,224)
Non-controlling interests IR (1,000) - - - -

371,417 365,054 339,259 138,244 78,780
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GLOSSARY
i 5

Abbreviation

R

AGM
REFRBFRE
Articles of Association

AR

Audit Committee
BEZEEE

Board
559

CCT Tenancy Agreements
CCTHE W%

Chiu Kwun
fig=pacd

Chiu Kwun Services Agreement

TBEFIRTS thhedk

Company

ZAY/NS]

Controlling Shareholders

PERUA R

Corporate Governance Code
rEER<TA

=
KMZ ’1

Definition

B=

annual general meeting of the Company to be held on 30 May 2014
RARER T —NFERA=THEBTZRFAFAE

articles of association of the Company adopted on 25 March 2011 and as
amended from time to time

RRBIR_TB——F=A T HARB RS TRER 2 BB E2AA

audit committee of the Company established on 25 March 2011 with written
terms of reference

ARARR_E——F=A-THERUZEREZE S ARG EEBE
& E

board of directors of Tang Palace (China) Holdings Limited

B (hE)ERARARESS

tenancy agreements entered into between the Group as lessee and Meco
Group or Dongguan Well Excellent (as the case may be) as landlord
REB(WERABRAN) BESEEH(RFIBRAME) RE(ERET)
M E ek

Chiu Kwun Engineering (Shenzhen) Co. Ltd., a company established in
the PRC with limited liability on 4 April 1990 and indirectly wholly-owned
by Mr. Ku Hok Chiu, being one of our executive directors and substantial
shareholders

HEFESBHERORDERRR - £—WNAZTFHAMBES B
ZBERAT  ARTEERTIERRLIBBEEMEL2EESR

master service agreement between the Group and Chiu Kwun entered into
on 25 March 2011
AEEREBHN T ——F= A+ R B L2 B8RS Hh=

Tang Palace (China) Holdings Limited
FE(PEDZERER AR

Mr. Chan Man Wai, Mr. Yip Shu Ming, Mr. Ku Hok Chiu, Best Active
Investments Limited, Current Success Investments Limited and Bright Mind
Investments Limited collectively known as the Controlling Shareholders of the
Company

BRSCE LA ~ BEGIRRSLAE « 2RI - Best Active Investments Limited
Current Success Investments Limited &2 Bright Mind Investments
Limited + #ti8 A2 A AR AR R

Corporate governance code as set out in Appendix 14 of the Listing Rules

ETRAIEAFTE 2 R EIAT A

TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) HmRAERRQF



GLOSSARY
i) 2

Abbreviation

fEm

Dongguan Well Excellent

—h Ly
SEHEEE

EGM
BREFRIRE

FY2012
—E-FHBFE

FY2013
T =EHBREE

Group
REE

HK Well Excellent
B HEEE

Listing Date
FHEEH

Listing Rules
FARA

Meco Group
E=5H

Model Code
i2Esp Al

Nomination Committee

REZEE

ANNUAL REPORT 201
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Definition

Bx

Dongguan Well Excellent Hotel Management Services Co., Ltd., a company
established in the PRC with limited liability on 27 October 2006 and wholly
owned by HK Well Excellent
RE@FAEEERBERRT  — KRBT RF+A-+LHAEF
BRINBRAR  ABEEHEZEER

extraordinary general meeting

BRERIAE

for the year ended 31 December 2012
HE-_Z——F+_A=1+—HILEE

for the year ended 31 December 2013
HE-_T—=F+-A=+—HIFE

Tang Palace (China) Holdings Limited, together with its subsidiaries

FEE(PEDERARA R RENBAF

Well Excellent Development Limited, an investment holding company
incorporated in Hong Kong with limited liability and owned as to 50% by Mr.
Chan Man Wai, 35% by Mr. Yip Shu Ming, 15% by Mr. Ku Hok Chiu
HEZRARAR  —KREBTMA N EREEZERAR - BRX
B - /AL EREEBEEDFIHEBS0% - 356%5K%15%

date on which the trading of the Company’s securities commenced, i.e. 19
April 2011
RNATBHAMEE A IZE——FWA+ 1A

Rules Governing the Listing of Securities on the Stock Exchange
Bt Pz LR Al

Meco Group Company Limited, a company incorporated in Hong Kong with
limited liability on 14 July 1992 and owned as to 50% by Mr. Chan Man Wai,
35% by Mr. Yip Shu Ming and 15% by Mr. Ku Hok Chiu

EREEBRAF —KR—ANAZFLA+HBEEEEMKINE
PRAT - BRXERSE  BERASEREEBEEDFIEFS0% - 35%
%15%

Model code for securities transactions by directors of listed issuers as set out
in Appendix 10 to the Listing Rules
ETRBIMEAOPTE LT AERETE SR 5 2 IREST A

nomination committee of the Company established on 25 March 2011 with
written terms of reference
RAARR_E——F=ATHBERUZREEZES ARAESHBE
[
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GLOSSARY
i) L

Abbreviation

R

Non-competing undertaking
TP

PRC
B

Pre-IPO Share Option Scheme
BRARBEERIBRESE
Prospectus

BRRERR

Remuneration Committee
FMEE L

Renewed Chiu Kwun Services Agreement

BEBEIRG s

SFO
5B

Share Award Plan

et SRRt 3

Share Options Scheme

ARt E

Stock Exchange
B 32 P

*
\YM}

Definition

B=

an irrevocable non-compete undertaking in favour of the Group pursuant to
which each of the Controlling Shareholders will not directly or indirectly, carry
on, invest in or be engaged in any business which would or may compete
with the business of the Group

MAKEEL 2 TR BT H R A - Bt - SERRESIEEES
EETT - RENEFEMEREEEBRF A EHRF 2 ER

People’s Republic of China
I AR AFIE

pre-initial public offering share option scheme adopted by the Company on
25 March 2011

ARANR-TB——F=A - +HBRAZE R FEEBREE

the Company’s prospectus dated 7 April 2011 for the initial public offering
ARelBA—E——FNALtAZERAFAEERRKRER

remuneration committee of the Company established on 25 March 2011 with
written terms of reference
ARRRZE——F=AZ+HABNIZFNEES - HXRBEEHE
# =

master service agreement between the Group and Chiu Kwun entered into
on 12 March 2014
REEEBHN_T—NF=A+ B 2 BR%

Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time
ERENESTIBEEF LB GO (B IRER] - MR A A E
%)

share award plan adopted by the Company on 25 March 2011 and revised
on 22 March 2013
ARBRZE——F=ZAZTHR(RZZE—=F=A =+ H&ET)
RN 2 Bzt 22 @t 2l

share option scheme adopted by the Company on 25 March 2011
ARARR-_ZE——F=Z A -+ A BFEHN 2 BRETE

The Stock Exchange of Hong Kong Limited
BEBMERIAARIDTA

TANG PALACE (CHINA) HOLDINGS LIMITED E= (HE) HmRAERRQF
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