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Mission & Vision
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We believe the world of ideas is infinite and
when passionate design is integrated with
advanced engineering, results are often
extraordinary. We are dedicated to elevating
the industry standards and broadening

our global presence. At the same time, we
strive to bring our clients’ most imaginative
drawing concept to reality.
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OUR GLOBAL PRESENCE
BR2KSRER RABIEZEER
One of the Group's strategic transactions in 2011: Acquisition of Gamma in

North America has strengthened our international position in high-end curtain
wall market.
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Chairman’s Statement
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! & |-Capture Opportunities
i) Arising from Recovery
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The group continues to preserve high margins while
diversifying the business presence.
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Chairman’s Statement
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We strive to transform Far East Global
Into an integrated global construction
enterprise with curtain wall engineering as
core business. e seek sustainable high
growth and profitability throughout this
transformation.
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Dear Shareholders,

This is my first annual report to you as Chairman of the Group. |, along
with other new members of the Board, have witnessed the development
of the Group since its initial public offering. We are honored to take over
the responsibility to lead the Board of the Company, face challenges
and progress forward.

During 2011 the Group experienced a delayed impact from the global
financial crisis and a sharp downturn in real-estate markets across many
regions. Such conditions challenged both our previous Board of Directors
and senior management team. For the year ended 31 December
2011, the Group reported total revenue of approximately HK$847.6
million and profit attributable to owners of approximately HK$76.6
million. Profitability was lowered by a sharp slowdown in worldwide
building activity, tailing off of higher margin North American projects,
and intensifying competition on new projects. Our net cash position
remains strong at approximately HK$37.0 million as at 31 December
2011. Amidst challenging environment and the recent transaction with
China State Construction International Holdings Limited (“CSCIHL"), the
Board has decided not to distribute any final dividend.

The Group engaged two critical strategic transactions in 2011: completion
of acquisition of 55% stake in Gamma companies in North America and
CSCIHLs emergence as controlling shareholder of the Group. Although
impact of both transactions is not immediate, they have very positive
and long-lasting effects on our Group.
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& New World Int’l
Convention & Exhibition
Centre, Shenyang
China

For the year ahead, the Group shall increase resources to strengthen
our presence in core markets. We also plan to adopt measures to
streamline processes and optimize costs on procurement, design, and
operational levels, and make necessary adjustments on employees’
incentive programs to retain and attract key talent for the Group. We
shall explore possibilities of leveraging North American platform for
further investments, including but not limited to vertical or horizontal
integration of companies in related sectors. We also plan to realise
synergies with shareholders in our space through projects in Hong
Kong, Macau, and regions overseas.

& SAIT Trades &
Technology

Canada

The Board fully supports the business strategies adopted by senior
management. We strive to transform Far East Global into an integrated
global construction enterprise with curtain wall engineering as core
business. We seek sustainable high growth and profitability throughout
this transformation. In the meantime, | ask everyone to accompany and
grow with us as we execute and implement these strategic initiatives.

Last but not least, on behalf of the Board, | would like to thank everyone
who has supported the Group over the past year, especially our
shareholders and everyone at Far East for their efforts throughout the
year. Far East Global now has the strategy, resources, and adherence
to transform into a multi-discipline global enterprise. | look forward to
Far East charting a new horizon.

Zhou Yong
Chairman

30 March 2012

Complex, Calgary

& New International
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Major Projects in Progress Overview

TERRIEEME

Year of
Year of Actual/ Estimated
Estimated Estimated Project
Project Name!" Project Type Contract Sum Commencement Completion
HEHERY HHER e BY et f&5t78R
HKS'm BI%H BIEH
BEET
The PRC &
New World IntemationaJ Convention and Exhibition Centre (Podium roofing) Exhlbmon Centre 98.1 2011 2013
BB RARGERET L (REAER) gy
Hong Kong &i#
TPTL No.187 Pak Shek Kok, Tai Po Besidential 227 2010 2012
ABEAATPIL No. 187 iz
1-5A Wilmer Street, 2-12 Li Sing Street & 185-189A Queen's Road West Residential 32.0 2010 2012
FURIRRET1-6AE - ZFEET2-129 R 2/E K 185-189A%: €
Tai Yuen Sgreet Redevelopment Residential 50.9 2010 2012
BEAREER =
Hong Kong Ka\Tak Cruise Terminal PassengerTerminaI 364.0 201 2012
BISREIGHR REHE
New International Mail Centre, Kowloon Bay Public Building 60.4 2012 2013
NEEEHERE ) RERE
New Generation Data Centre (NGDC), Tseung Kwan O Public Building 175 201 2013
BERT—RUBHL AR
Residential Development at Sai Wan Terrace, S.I.L. 761 Residential 85.5 2012 2013
FEEETEEIEESIL 761 FE
North America 3t
Lot B Refurbishment of United Nation Headquarters, New York Pujbili;:(%uilding 2432 2009 2015
The New School University Center Building, 65 5th Avenue, New York Pujbilic %uild\'ng 169.4 2010 2013
YN
New York City Department of Design and Construction - Public Building 316.8 2010 2013
New York Police Academy, New York PN ]
Sanitation Garage, 500 Washington Street, New York Publl;‘t%mldmg 100.6 201 2013
A
Trump International Hotel & Tower, Toronto HthEe\ and condominium 2328 2008 2012
il
The Shangri-La Toronto HthEe\ 228.6 2008 2012
i
SAIT Trades & Technology Complex, Calgary Multipurpose complex (5815 2010 2012
EXI AN
Telus Garden - Office complex, Vancouver Commercial 707 2012 2013
WANE
Telus Garden - Residential building, Vancouver 1R$esidential 83.7 2012 2013
£
1565 West 6th Avenue, Vancouver 1R%ldentlal 8.7 2012 2013
T2
Office Tower at 22 Eddy Street, Gatineau, Quebec Commercial 46.5 2011 2012
MHANE
CEGEP John Abbott College Science and Health Technologies Building, Montreal Pujbili;t%uildmg 372 201 2012
e
Ritz-Carlton Hotel, Montreal HthEe\ 433 2011 2012
il
Marriott, 1041 Canvar, Montreal HthEe\ 79.8 2011 2013
]
Elementary Teachers' Federation of Ontario, Toronto Public Building 36.9 2011 2012
RERE
Asia®? T2
Nakano Project, Tokyo, Japan Commercial 518! 2011 2012
BARER Nakano EH FYAN:
South America BEH
Costanera Center (Tower 2), Chile Cpmmercia\ 212.9 2008 2012
BONE

Notes:

(1) The scope of work undertaken in the projects set forth in the table generally involves the design, fabrication,
supply and installation of curtain walls and other building facade products except projects in Japan which are

supply only projects

(2)  As used herein, Asia consists of Asian Countries/Cities excluding the Greater China region (which included the

PRC, Hong Kong and Macau).

8 Far East Global Group Limited
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Financial Highlights
A=

Year ended 31 December

BE+-A=+—HLEE

2011 2010 2009 2008 2007
22— CZE-TF “ETHE  —EENF TR
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FET T FET T T
Revenue/Turnover Wik /R 847,622 866,664 860,192 1,284,709 658,641
Profit for the year RNE R F 79,851 115,410 74,659 103,134 24,763
Profit attributable to RRFHER A
owners of the Company e & 7 76,634 110,113 74,288 104,993 25,043
Basic earnings per share (Note) SREARZF| (i) HK6.88 cents HK10.45 cents HK8.74 cents  HK1235cents  HK2.95 cents
B pexll p il pxll pell
As at 31 December
R+=—H=+—H
2011 2010 2009 2008 2007
—E——-F5 —IZT-ZF ZETNF ZTT)N\F —ETHF
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FET T FBT TR TR
Total assets BERE 1,067,783 833,122 802,186 897,741 502,096
Total liabilities BEHEE (440,196) (311,807) (462,217) (594,203) (304,752)
Net assets EEFE 627,587 521,315 339,969 303,538 197,345
Equity attributable to owners ~ ARNABHEH A
of the Company [EihHE = 574,385 513,978 338,155 302,096 197345
Gross Profit Ratio Net Profit Ratio
EF=E el pes
13.3

26.1
22.3 23.2
19.7
12.6
% I
07 08 09 10 1

07 08 09 10 11
Financial Year Financial Year
MR AR
Return on Equity Earnings per Share
R E R BRER
34.0 12.35

cents
07 08 09 10 1M il 07 08 09 10 1M
Financial Year Financial Year
BIBEFE BIHFR
Note: For comparison purpose, the basic earnings per share for each of the years from 2007 to 2009 as sk : AELE  WEH-ZTLEE_TTAEKEFY GRESBF IR
indicated is derived by dividing the profit attributable to owners of the Company by 850,000,000 AR EHEA AL FIFR850,000,000 i) » AEZE—T—T4E= 4K
shares, being the number of shares in issue after the capitalisation issue immediately before the ARIRG BB ERETENMEBITR 2 EBITROHAE -

global offering of the shares of the Company in March 2010.
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|-Face Challenges and
Progress Forward

HY BB KD @A

Far East Global now has the strategy, resources, and
adherence to transform into a multi-discipline global
enterprise.
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Management
Discussion & Analysis

BB 5 R 53 T

Revenue and profit attributable to the
owners of the Company were HK$847.6
million and HK$76.6 million during the
reporting year.

A REFE - WERARQAREEAELZ
X9 Bl A847,600,0005% 7T 5 76,600,000
BT °

/Jm

BUSINESS REVIEW

During the reporting year, the Group reported turnover of approximately
HK$847.6 million (2010: HK$866.7 million), a decrease of approximately
2.2% compared to last year. The decrease was primarily attributable
to the fact that the major projects in progress like the Kai Tak Cruise
Terminal in Hong Kong were in their early preparatory or design stages
and the progress of the Costanera Centre in Chile was slowerthan-
expected and hence could contribute to the revenue in the second
half of the year only. Profit attributable to owners of the Company was
approximately HK$76.6 million (2010: HK$110.1 million), representing a
decrease of approximately 30.4% as compared to last year as a result
of integration of Red Holdings Group, Inc's operating expenses in the
second half of the year.

12
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& New International
Mail Centre
Hong Kong

Hong Kong

To capture the opportunities arising from the recovery in the construction
markets in North America, the Group has positioned itself to participate
in the upcoming major projects in the region by acquiring 55% equity
interest in Red Holdings Group, Inc., which currently holds the entire
equity interests in Gamma USA, Inc., Gamma Installations Inc. and
Gamma Windows and Walls International Inc. (collectively referred to as
“Gamma”). Having successfully integrated Gamma’s North American
operations into the Group in the first half of the year, the aggregate
contract value of the Group's existing project backlog and that of Gamma
is approximately HK$1,930 million, of which approximately 45% are
contributed by Gamma as at 31 December 2011. The Group expects
increasing contribution from the North American businesses to our
overall revenue profile, preserving high overall margins while diversifying
our business presence. The Group also captures the potential in the
construction markets in Europe and established an office in London,
United Kingdom during the year.

& Tai Yuen Street
Redevelopment

& Next Generation
Data Centre
Hong Kong
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##Red Holdings Group, Inc.(E3R3#F 5B Gamma USA,
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EARNKHEMOAIIER © £ L FEEGamma
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Management Discussion And Analysis

B BT R R T

As at the date of this report, the Group has secured new contracts
with an aggregate value of approximately HK$733.7 million. Major new
contracts include the following:—

1. NewWorld International Convention and Exhibition Centre — podium

roofing section, Shenyang, China

Telus Garden — Office complex, Vancouver, Canada

Telus Garden — Residential building, Vancouver, Canada

1565 West 6th Avenue in Vancouver, Canada

Marriott, 1041 Canvar, Montreal, Canada

Nakano Project, Tokyo, Japan

New International Mail Centre, Kowloon Bay, Hong Kong

Next Generation Data Centre (NGDC), Tseung Kwan O, Hong

Kong.

9. Residential Development at Sai Wan Terrace S.I.L. 761 — Podium,
Hong Kong

10. Residential Development at Sai Wan Terrace S.I.L. 761 — Tower,
Hong Kong

11.  Residential Development at Sai Wan Terrace S.I.L. 761 — Ground
Floor Glass Wall, Hong Kong

12. Residential Development at Austin Station Site C K.I.L 11126, Hong
Kong

13. Sanitation Garage, 500 Washington Street, New York, United
States

14. Elementary Teachers’ Federation of Ontario, Toronto, Canada

©ND O R WN

SEGMENT ANALYSIS

Revenue derived from North America increased by approximately
HK$57.4 million, or approximately 14.9%, from approximately HK$385.3
million for the year ended 31 December 2010 to approximately HK$442.7
million for the year ended 31 December 2011. The increase in revenue
was primarily because a substantial portion of the work of Shangri-la
Toronto project and SAIT Trades & Technology Complex project had been
performed in 2011 and Red Holdings Group’s contribution to revenue
from the projects in New York, US and Quebec, Canada since the date
of change to be subsidiary. In the absence of profit contribution from
the completed US project like Trinity Plaza in San Francisco, the gross
margin in North America region decreased to approximately 23.4%
for the year ended 31 December 2011 as compared to approximately
33.6% for the year ended 31 December 2010.

Revenue derived from Greater China decreased by approximately
HK$90.9 million, or approximately 26.3%, from approximately HK$346.2
million for the year ended 31 December 2010 to approximately HK$255.3
million for the year ended 31 December 2011. The decrease in revenue
was primarily due to the fact that our new projects in Hong Kong
like the Kai Tak Cruise Terminal in Hong Kong were still at their early
preparatory stages during the year and had relatively insignificant
contribution to revenue. The gross margin in Greater China increased
from approximately 20.7% in 2010 to approximately 23.6% in 2011 as
a result of margin expansion achieved in the Shanghai IFC Towers.

14 Far East Global Group Limited ~ Annual Report 2011
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Management Discussion and Analysis

Revenue derived from Asia increased by approximately HK$22.2 million,
or approximately 40.4%, from approximately HK$55.0 million for the
year ended 31 December 2010 to approximately HK$77.2 million for the
year ended 31 December 2011. The increase in revenue was primarily
because a substantial portion of the work of Chiyoda-Ku Yonubanchou
Building (Chiyoda-4) and Tokyo Station Yaesu Il project both in Japan
had been performed in 2011. The gross margin in Asia region increased
from approximately 14.8% for the year ended 31 December 2010 to
approximately 35.9% for the year ended 31 December 2011 as a result
of the effective project management control to reduce the project costs
on the completion of certain projects in Singapore and Dubai.

Revenue derived from other regions decreased by approximately HK$7.9
million, or approximately 9.8%, from approximately HK$80.3 million for
the year ended 31 December 2010 to approximately HK$72.4 million for
the year ended 31 December 2011. The decrease in revenue is primarily
due to the fact that the progress of the Costanera Centre in Chile was
slowerthan-expected and could contribute to the revenue in the second
half of the year only. The gross margin in other regions decreased
from approximately 21.5% for the year ended 31 December 2010 to
approximately 7.4% for the year ended 31 December 2011. It is mainly
because of the acceleration cost incurred in the second half of the year
for speeding up the progress of the Costanera Centre project.

OTHER OPERATING EXPENSES

Other operating expenses of approximately HK$5.0 million (2010:
approximately HK$18.7 million) incurred for the year ended 31 December
2011 represented the recognition of impairment loss in respect of a
piece of freehold land owned by us in the U.S. The impairment loss was
recognised due to the decrease in market price of the freehold land.

ADMINISTRATIVE EXPENSES

During the year ended 31 December 2011, the Group’s administrative
expenses were approximately HK$113.0 million (2010: approximately
HK$90.5 million), representing an increase of approximately 24.9% as
compared to last year. The increase was mainly due to the acquisition
of Red Holdings Group for business expansion during the year.

PROFIT ATTRIBUTABLE TO OWNERS OF THE COMPANY

Profit attributable to owners of the Company for the year ended
31 December 2011 amounted to approximately HK$76.6 million
(2010: approximately HK$110.1 million), representing a decrease of
approximately 30.4% over last year.
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Management Discussion And Analysis

BIRETTTR RO

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2011, the Group had net working capital amounted
to approximately HK$302.0 million (31 December 2010: approximately
HK$438.0 million). The current ratio (total current assets over total
current liabilities) was approximately 1.77 times at 31 December 2011
(31 December 2010: approximately 2.40 times). Total net bank and
cash balances, pledged time deposits and bank and other borrowings
at 31 December 2011 amounted to approximately HK$37.0 million (31
December 2010: approximately HK$446.9 million).

As at 31 December 2011, the Group's equity attributable to owners
of the Company amounted to approximately HK$574.4 million (31
December 2010: approximately HK$514.0 million), comprising issued
capital of approximately HK$11.1 million (31 December 2010: HK$11.2
million) and reserves of approximately HK$563.3 million (31 December
2010: approximately HK$502.8 million).

The Group had the net cash position of HK$37.0 million as at 31
December 2011 and was debt-free as at 31 December 2010. The Group's
banking facilities are mainly utilised for the issue of documentary
credits for purchase of materials, bid bonds for potential projects and
performance guarantees for existing projects. As at 31 December
2011, the Group had total banking facilities of approximately HK$604.8
million with an undrawn balance of approximately HK$493.9 million.
Accordingly, the Group's financing requirements for the remainder of the
current financial year will be met by available cash and cash generated
from operations as well as banking facilities.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2011, the Group employed a total of 364 (2010:
329) employees. The Group has sound policies of management
incentives and competitive remuneration, which aligns the interests
of management, employees and shareholders’ alike. The Group sets its
remuneration policy by reference to the prevailing market conditions and
the performance of the individuals concerned, subject to review from
time to time. The components of the remuneration package consist of
base salary, allowances, fringe benefits including medical insurance and
contributions to pension funds as well as incentives like discretionary
bonus and participation in share options.

FOREIGN CURRENCY RISK

The Group’s foreign currency exposures primarily arise from certain
sales or purchases by operating units in currencies other than the
unit's functional currency where these sales or purchases are mainly
denominated in United States Dollar, Renminbi, United Arab Emirates
Dirham, Canadian Dollar and Singapore Dollar.
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Management Discussion and Analysis

The Group currently does not have a foreign currency hedging policy.
However, the management monitors foreign exchange exposure and will
consider hedging significant foreign currencies should the need arise.

PUBLIC FLOAT

On 2 February 2012, the Company entered into an agreement with Add
Treasure Holdings Limited (the “Subscriber”), a wholly-owned subsidiary
of CSCIHL, pursuant to which the Company allotted and issued to
the Subscriber and the Subscriber subscribed from the Company
1,038,550,000 ordinary shares of the Company at HK$0.62 per share for
a total consideration of HK$643,910,000 (the “Subscription”). Upon the
completion of the Subscription on 28 February 2012, CSCIHLs direct and
indirect shareholding increased to 1,142,470,000 shares representing
approximately 53.1% of share capital of the Company then in issue.
Pursuant to the requirement under the Hong Kong Code on Takeovers
and Mergers, the Subscriber made a mandatory unconditional cash offer
for all issued shares of the Company (the “Shares”) not yet owned by
the Subscriber, CSCIHL and parties acting in concert with any of them
(the “Share Offer”) and for cancellation of all outstanding share options
of the Company (the “Option Offer”) (the Share Offer and Option Offer
are collectively referred to as the "Offers”).

The Offers closed on 23 March 2012 with valid acceptance a total of
499,433,279 shares of the Company under the Share Offer. Immediately
after the Share Offer, CSCIHL held directly and indirectly 1,641,903,279
shares of the Company (representing approximately 76.2% of the entire
shares of the Company in issue). As a result, the public float of the
Company'’s issued shares (“Public Float”), being the shares not held
by CSCIHL nor other connected persons of the Company, was reduced
to 7.0% (equivalent to 151,026,221 Shares), below the minimum public
float requirement under Rule 8.08 of the Listing Rules. The Public Float
was restored to 25.3% on 11 April 2012 after (1) Showmost Limited,
a substantial shareholder of the Company, distributed all its interests
in 338,750,000 Shares (representing approximately 15.7% of issued
share capital of the Company) to its ultimate shareholders who are third
parties independent of and not connected persons of the Company and
(2) China Overseas Insurance Limited, a wholly owned subsidiary of
CSCIHL placed 45,500,000 Shares to independent investors (Details are
set out in the Company's announcement dated 12 April 2012.).

The Company has obtained a waiver from the Stock Exchange for the
strict compliance of minimum public float requirement for the aforesaid
period during which the required public float was not maintained.

Save as disclosed above, based on the information that is publicly
available and within the knowledge of Directors, there has been sufficient
public float of the Company’s issued shares as required under the Listing
Rules throughout the year and up to the date of this report.

ERETR RS

AREEE B AT G ETIMNE SRR - AT EEE
EFINERKR - WERFERHEEHPERINE -

PBRERE

RZZE——F_A_HB  ARaEhEZEHK
MNEBEMRBRABIMEERERARA(RBAD]
N Bl ARFMRBARERET K
REBEARARFRESTROBETHARA LB
[%1,038,550,000/% * # X (& %643,910,000/% JT
([RBEHE])  REFTERZ=ZE—=F=-A=+
NBERE  PREERE B REAERELS
1,142,470,0000% B 17 - HHE R AR A E B2 1T
AHI53.1%  BIBWESTRIFRBI Z R E - REALE
Hoas M EEERSEY  RERRBA - REHE
HEBREREGEEFM—BITHATEFENARA
R (TRt D 2 B A RBIRD(TRHEL]) &
IARESEAERARITENER AT BRE(EBRES
W) (EHEHRBREZNSBREIZH]) -

R-E——FZA-+=ZHEHHILE CEEH
MWL B4 TE T A& 499,433,279 A A 7 i
0 BEBRMHENE  TEEERFEEREERS
BARRQRFN,641,903,279 A ) - (hARARIEETE
BAR D 4976.2% AL - ARAFEEHITRONAR
BRE(ARFBRE]) (WIEATEZERERE RN
NEEMBEEA TR ZRD) THRE70% (HER
151,026,221 B ARALIEE) - KR EWAE
AIZES.08IKATE M &R ARFRERTE - RZT—
—FEWA+—H " EMNARAEZ R EShowmost
Limited§ £ 7338,750,000/% % 5 (X ME R A A E
BITIRAKI5.7% )P B R D R T HEZERE
(BBYRARRRERNRMERENE =R
QFBRZEERR2EHBAATEEIMRBRBRA
BB & & AR £45,500,0000% f% 1 (GEIEE N A
AEIBBMAZTE—ZFMNA+ZBMNAMH )& - &K

NAMABFEREIMMEE25.3% °

RABERBIAESHEN LR EERBELR
FREHRBERETRERRFRENRE

B EXWEEN  RIBEAMER RREEMA -
REARBEARERY  ARRZEHITHRNE
RIFETRABREERHRRFTFHRE -

ERRREBERLT —ZT-——FFRH 17



Biographical Details of Directors and Senior Management

EEREREEASBEHE

CHAIRMAN AND NON-EXECUTIVE DIRECTOR

Mr. ZHOU Yong, aged 41, was appointed as a non-executive Director of
the Company and the chairman of the Company Board with effect from
2 March 2012. He was also appointed as a member of Remuneration
Committee of the Company and a member and chairman of Nomination
Committee of the Company with effect from 30 March 2012.

Mr. Zhou graduated from Changsha Academy of Military Engineering
and University of South Australia. He is Fellow of The Chartered Institute
of Building (UK) and The Institution of Civil Engineers (UK). Mr. Zhou
joined China State Construction Engineering Corporation (“CSCEC")
in 1994 and was seconded to the CSCIHL Group in 1996. CSCEC and
CSCIHL are the current controlling shareholders of the Company.

He has been directors of certain subsidiaries of the CSCIHL Group since
2001. Currently, Mr. Zhou is an executive director, vice-chairman and
chief executive officer of CSCIHL. Mr. Zhou was awarded the “Director
of the Year Award — Executive Director of Listed Companies (SEHK —
Non Hang Seng Index Constituents)” by The Hong Kong Institute of
Directors in 2009. Mr. Zhou has more than 19 years' construction,
project and corporate management experience in Mainland China and
Hong Kong, in particular, specializes in investment and development
new business startup, formulating and executing business strategies
for companies.

EXECUTIVE DIRECTORS

Dr. CHEONG Chit Sun, aged 60, was appointed as an executive
Director, the chief executive officer and the vice-chairman of the Board
of the Company with effect from 2 March 2012. He was also appointed
as members of Remuneration Committee and Nomination Committee
of the Company with effect from 30 March 2012.

Dr. Cheong graduated from the Hong Kong Baptist University (formerly
known as Hong Kong Baptist College) and the University of Hull (UK) and
obtained a PhD Degree from University of Loughborough (UK). He is a
Fellow of The Institution of Civil Engineers (UK) and a member of The
Hong Kong Institution of Engineers. Dr. Cheong joined CSCIHL Group
in 2003. He has been a director of certain subsidiaries of the CSCIHL
Group since 2004. Dr. Cheong was an executive director of CSCIHL
and has been re-designated as a non-executive director of CSCIHL on 2
March 2012. Dr. Cheong has over 38 years’ experience in engineering,
construction and project management in Hong Kong and overseas.
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Biographical Details of Directors and Senior Management

Mr. KO Chuk Kin, Herbert, aged 49, was appointed as a Director
on 8 March 2010 and was subsequently designated as an executive
Director on 10 March 2010. He was the chief executive officer of the
Group from 30 August 2011 to 2 March 2012. He is also the president
for Asia curtain wall business of the Group. Mr. Ko has over 20 years
of experience in quantity surveying and contract administration. Mr.
Ko joined the Group since March 1996 and is responsible for our
business development, tendering, contract administration and other
related commercial duties. Mr. Ko is a member of the Royal Institution
of Chartered Surveyors, the Chartered Institute of Arbitrators, the Hong
Kong Institute of Surveyors and is a Registered Professional Surveyor.
Mr. Ko received his Bachelor of Science degree in Quantity Surveying
from the University of Glamorgan, the United Kingdom in 1987 and a
Bachelor of Laws degree from the University of Wolverhampton, the
United Kingdom in 1998.

Mr. CHAN Sim Wang, aged 43, was appointed as an executive
Director of the Company with effect from 2 March 2012. He is also
the chief financial officer of the Company. Mr. Chan graduated from
Hong Kong Baptist University (formerly known as Hong Kong Baptist
College). Mr. Chan is a member of the Hong Kong Institute of Certified
Public Accountants, Fellow of the Association of Chartered Certified
Accountants and a practicing member of the Hong Kong Institute of
Certified Public Accountants.

He joined the CSCIHL Group in 1997 and is a director of a subsidiary
of the CSCIHL Group since 2010. Prior to joining the Company, he was
the deputy general manager of Finance and Treasury Department of
CSCIHL. Mr. Chan has over 19 years' experience in finance, accounting
and auditing. Mr. Chan has experience in supervising the accounts and
finance departments of various subsidiaries of CSCIHL in Mainland
China and overseas.

NON-EXECUTIVE DIRECTOR

Mr. HUANG Brad, aged 47, joined the Group as a Director subsequently
designated as chairman of the Board, executive Director on 10 March
2010. He was primarily responsible for the overall strategy of the Group.
Following the change in the control of the Group to CSCIHL, Mr. Huang
ceased to the chairman of the Board and re-designated to be a non-
executive Director with effect from 2 March 2012. Mr. Huang was also
a member of the Nomination Committee and Remuneration Committee
of the Company from 10 March 2010 to 30 March 2012. Huang is
the brother of Mr. Huang Guangyu, a former non-executive Director.
Mr. Huang obtained a Bachelor of Science degree in Physics from
Zhejiang University in 1985, a Master of Arts degree in Economics from
Georgetown University in 1987 and a Master of Business Administration
degree from the School of Management in Yale University in 1990. Mr.
Huang is a Sterling Fellow of Yale University, where he also serves as a
board member of Yale School of Management Board of Advisors and the
chairman of its Greater China Advisory Board. He is also a member of
the President’s Council on International Activities at Yale University.
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Biographical Details of Directors and Senior Management

EEREREEASBEHE

Prior to joining us, Mr. Huang was a research assistant at the Hudson
Institute, a strategic think tank in Washington D.C. Mr. Huang also
worked as an investment banker at Goldman, Sachs & Co. and Credit
Suisse. In 1994, Mr. Huang founded Lotus Capital Management, which
manages private equity funds investments in Greater China, and has
been its chief executive officer since 1994.

Mr. HUNG Cheung Shew, aged 53, was appointed as a non-executive
Director of the Company with effect from 17 June 2011. Mr. Hung
graduated from the Plymouth Polytechnic (UK). Mr. Hung is a member of
the Hong Kong Institution of Engineers and the Institution of Structural
Engineers (UK). Mr. Hung has over 30 years’ experience in construction
management and planning. Mr. Hung is currently an executive director
of CSCIHL and also directors of certain subsidiaries of CSCIHL.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. ZHOU Jinsong, aged 41, was appointed as a Director on 8 March
2010 and was subsequently designated as an independent non-executive
Director on 10 March 2010 and the chairman of the Audit, Remuneration
and Nomination Committee on 10 March 2010. Mr. Zhou graduated
from Guangdong Radio and TV University (EREEBHRAZ) in 1992
and a Master of Business Administration degree from Harbin Institute
of Technology (% F8/E T2 A2 in 2003. Mr. Zhou is a Certified Public
Accountant licensed in the PRC.

Mr. Zhou has extensive experience in accounting, audit and business
advisory in various audit firms and private companies in the PRC. Mr.
Zhou was an accountant supervisor in the fund management office of
the Shenzhen Cultural Development Department (RIS @ (b E %
BREBIFESEE/NAPAE) from 1995 to 2002. Mr. Zhou is currently
the president of Weiya, an accounting firm in Shenzhen.
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Biographical Details of Directors and Senior Management

Mr. YEN Homer Shih Hung, aged 53, was appointed as a Director on
8 March 2010 and was subsequently designated as an independent
non-executive Director on 10 March 2010 and a member of our Audit,
Remuneration and Nomination Committee on 10 March 2010. Mr. Yen
graduated from the Southern California Institute of Architecture with
a Master's degree of Architecture in 1986. Mr. Yen is a professional
architect licensed in California, a member of the American Institute of
Architects and a member of the Royal Architectural Institute of Canada.
Mr. Yen is an experienced real estate developer and has over 15 years
of experience in architectural design, development and marketing of a
wide variety of real estate projects in Southern California. Mr. Yen is
currently the chief executive officer of First Pacific Homes, LLC, and
the president and chief executive officer of Homer Yen + Architects,
Inc., a professional architecture firm in Southern California.

Mr. HONG Winn, aged 42, was appointed as a Director on 8 March 2010
and was subsequently designated as our independent non-executive
Director on 10 March 2010 and a member of the Company's Audit,
Remuneration and Nomination Committee on 10 March 2010. Mr.
Hong obtained a Bachelor of Science degree in Aerospace Engineering
and a Master of Science degree in Mechanical Engineering from the
University of California, Los Angeles in 1993 and 1996, respectively.
Mr. Hong graduated from the University of Chicago with a Master
of Business Administration degree in 2005. Mr. Hong is a senior
technology development manager for the Alfred E. Mann Institute for
Biomedical Engineering at the University of South California (AMI-USC)
focusing on biotechnology, medical device, and medical and health care
technologies. Mr. Hong has over 12 years of experience in high-tech
product development and high-tech start-up success and leadership.

SENIOR MANAGEMENT

Mr. WANG Hai, Vice President of Operation, aged 40, graduated from
Tianjin University and Greenwich University. Mr. Wang is a member of
the Royal Institution of Chartered Surveyors. Mr. Wang joined CSCEC
in 1992 and started getting involved in operation of certain subsidiaries
of CSCIHL since 2002. Mr. Wang has over 18 years’' experience in
construction engineering and project contract management, as well as
several years of experience in infrastructure investment.
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Mr. Elliot KRACKO, President of North America Division, aged 64, has
over 40 years' experience in the aluminum and glass curtain wall, window
wall and facade recladding industry. His diversified knowledge extends
from design, fabrication, to installation for large scale commercial and
residential buildings. He has established a reputation with prestigious
real estate developers and architects in metropolitan New York City, as
one of the most recognised and respected individuals in this field. Mr.
Kracko's expertise includes significant projects completed in United
States and Canada. Presently he is in charge of Group’s North American
division and is responsible for new business development and executing
business strategy for new curtain wall contracts in the region.

Mr. QIN Jidong, Vice President, aged 42. Mr. Qin graduated from Tianjin
University and Loughborough University (UK). Mr. Qin joined CSCIHL
Group in 1996. He has been a director of certain subsidiaries of the
CSCIHL Group since 2004. Mr. Qin has over 19 years' experience in
international construction project management. He is responsible for
the Group's operation in Dubai.

Mr. HO Wai Man, Raymond, Vice President of Overseas Business
Development, aged 50. Mr. Ho received his Bachelor of Science
degree in Civil Engineering from the National Cheng Kung University,
Taiwan in 1984 and a Master of Science degree in Civil Engineering
from the Queen’s University of Belfast, United Kingdom in 1986. He
is the member of Hong Kong Institute of Construction Managers.
Mr. Ho has over 26 years' experience in engineering, construction,
contract administration, project management, tendering and business
development in Hong Kong and overseas.

Mr. Jim MITCHELL, Vice President of North America Division, aged
52, is responsible for the Group's Canadian curtain wall operations.
Mr. Mitchell started his career in a Canada-based custom designer
and fabricator of curtainwall and cladding systems and became the
executive vice president and partner of a company in 1999. In 2011
Mr. Mitchell joined the Group — bringing his over 30 years of industry
experience to the Group. Mr. Mitchell held various operational and sales
positions in Canada and the United States during his over 20 years in
the business.

Mr. FONG Johnson, Vice President of Finance & Business Development,
aged 32, joined the Group in September 2010. He has over 7 years of
corporate finance experience and has previously worked at investment
banks in Hong Kong and New York. Mr. Fong received his Master of
Science in Financial Engineering degree from Columbia University,
United States in 2004 and a Bachelor of Science in Electrical Engineering
degree from Washington University, United States in 2001.
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Biographical Details of Directors and Senior Management

Mr. LAU SaiYing, Alan, Marketing Director, aged 52, has over 19 years
of engineering and facade system project management experience
in Canada and Hong Kong, Mr. Lau joined the Group in 1997 and
is responsible for the Group's regional marketing in exploring and
enhancing the existing and new markets with reference to his strong
global marketing experience in this industry. Mr. Lau is a member of
Hong Kong Institution of Engineers, a Registered Professional Engineer
in Hong Kong and Professional Engineer for the Province of Ontario,
Canada. Mr. Lau received his Bachelor of Science degree in Civil
Engineering from the University of Manitoba, Canada in 1981.

Mr. Ronald KLOEPPER, Chief Technical Director, aged 66, joined
the Group in September 2010 with over 46 years of experience in
the facade industry ranging from manufacturing and contracting to
consulting. Mr. Kloepper has been in Hong Kong since 1991, providing
professional facade consulting services to developers, architects and
contractors throughout the Asia region and in the United States.
Mr. Kloepper oversees all technical aspects of the Group from initial
design conception and drawing production to fabrication and site
quality control. He strongly believes in providing a pragmatic design
that embraces architectural aesthetics while achieving the required
technical performances, ultimately meeting or exceeding any client’s
expectations.

COMPANY SECRETARY

Mr. LAM Tin Faat, aged 36, has been appointed as the company
secretary of the Group since February 2011. Mr. Lam is a fellow of
both the Hong Kong Institute of Certified Public Accountants and The
Association of Chartered Certified Accountants in the United Kingdom,
as well as a member of the Institute of Chartered Accountants in
England and Wales. He received his Bachelor in Accountancy from the
Chinese University of Hong Kong. He has over 10 years experience in
auditing, accounting and financial management, gained from a number
of accounting firms in Hong Kong, a company listed in Hong Kong and
a company listed in Singapore.
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Corporate Governance Report

OVERVIEW

The Company is dedicated to achieving high corporate governance
standards to promote corporate accountability, transparency and
integrity. The Board recognises that good corporate practices are
fundamental to the smooth and effective operation of the Group and
the protection of the interests of shareholders and stakeholders.

Throughout the year ended 31 December 2011, the Company complied
with the code provisions and, where appropriate, adopted some of
the recommended best practices set out in the Code on Corporate
Governance Practices (the “CG Code") contained in Appendix 14 of
the Rules Governing the Listing of Securities (the “Listing Rules”) on
the Stock Exchange except for the deviation from Code A.2.1 which
is explained below.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of the Listed Issuers (the “Model Code”) as set out
in Appendix 10 of the Listing Rules as the standard for securities
transactions by Directors. The Company has made specific enquiries of
all the Directors and all the Directors confirmed that they have complied
with the required standards set out in the Model Code and its code
of conduct regarding directors’ securities transactions throughout the
year ended 31 December 2011.

THE BOARD OF DIRECTORS

The Board of Directors (the “Board”) takes responsibility for the
leadership and control of the Group and oversees all major matters
thereof, including the formulation and approval of overall business
strategies, internal control and risk management systems, and monitoring
the performance of the senior management. The management is
responsible for the daily operations of the Group under the leadership
of the Chief Executive Officer of the Company (the “"CEOQ"). The
Directors have the responsibility to act objectively in the interests of
the Company.

On 2 February 2012, the Company entered into an agreement with Add
Treasure Holdings Limited (the “Subscriber”), a wholly-owned subsidiary
of China State Construction International Holdings Limited (“CSCIHL"),
pursuant to which the Company allotted and issued to the Subscriber
and the Subscriber subscribed from the Company 1,038,550,000
ordinary shares of the Company at HK$0.62 per share for a total
consideration of HK$643,910,000 (the “Subscription”). The completion
of the Subscription took place on 28 February 2012, immediately after
which CSCIHL, the Subscriber and parties acting in concert with any of
them were interested in an aggregate of 1,142,470,000 shares of the
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Company, or approximately 53.1% of enlarged issued share capital of
the Company at the date of completion. Pursuant to Rule 13.1 of the
Takeover Code, the Subscriber made a mandatory unconditional cash
offer for all the shares of the company other than those then already
held by the Subscriber, CSCIHL and parties acting in concert with them
(the "Share Offer”) and for the cancellation of all outstanding share
options of the Company (the “Option Offer”) (collectively referred as the
"Offers”). At the closing date of the Offers, the Subscriber received valid
acceptances in respect of 499,433,279 shares under the Share Offer.
Immediately after the Share Offer, CSCIHL held directly and indirectly
1,641,903,279 shares of the Company (representing approximately
76.2% of the entire shares of the Company then in issue) and become
the controlling shareholder of the Company.

Due to the above change in control of the Company, there were following
changes in the composition of the Board effective from 2 March 2012:
Mr. Zhou Yong was appointed as the chairman of the Board and a non-
executive Director of the Company. Dr. Cheong Chit Sun was appointed
as an executive Director, the CEO and vice chairman of the Board and
Mr. Chan Sim Wang was appointed as an executive Director and the
chief financial officer of the Company. Mr. Huang Brad ceased to be the
chairman of the Board and was re-designed as a non-executive director.
Mr. Ko Chuk Kin, Herbert, ceased to be the CEO of the Company but
remained as an executive director of the Company.

As a result of the above changes, as at the date of this report the Board
comprises nine Directors, including three executive Directors namely Dr.
Cheong Chit Sun, Mr. Ko Chuk Kin, Herbert and Mr. Chan Sim Wang,
three non-executive Directors namely Mr. Zhou Yong, Mr. Huang Brad
and Mr. Hung Cheung Shew, and three independent non-executive
Directors namely Mr. Zhou Jinsong, Mr. Yen Homer Shih Hung and Mr.
Hong Winn. The biographical details of the Directors are set out in the
section “Biographical Details of Directors and Senior Management” in
this annual report. Mr. Zhou Yong, Dr. Cheong Chit Sun, Mr. Chan Sim
Wang and Mr. Hung Cheung Shew hold also directorship in CSCIHL,
the current controlling shareholder of the Company, and/or certain of its
subsidiaries. Mr. Huang Brad, is the brother of Mr. Huang Guangyu, a
former non-executive Director of the Company. Save as disclosed above,
there is no family or other material relationships among members of
the Board.

In compliance of Rule 3.10(1) of the Listing Rules, the Board currently
includes three independent non-executive Directors representing one-
third of the Board. Pursuant to paragraph 12B of Appendix 16 to the
Listing Rules, each of the independent non-executive Directors has
confirmed by confirmation that his independence criteria in accordance
with set out in Rule 3.13 of the Listing Rules.
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The Directors consider that all three independent non-executive
Directors are independent in accordance with the independence
criteria in accordance with the Listing Rules and are capable to
effectively exercise independent judgement. In addition, amongst the
three independent non-executive Directors, Mr. Zhou Jinsong has
the appropriate professional qualifications and accounting and related
financial management expertise required under Rule 3.10(2) of the
Listing Rules.

Therefore, the Board believes that there is a balanced composition of
executive and non-executive Directors to ensure that sufficient checks
and balances present within the Board.

BOARD MEETING

The Company adopts the practice of holding Board meetings regularly
for at least four times a year at approximately quarterly intervals. Ad hoc
meetings are also convened if necessary to discuss the overall strategy
as well as the operation and financial performance of the Group.

Directors participate in the Board meetings either in person or through
electronic means of communications. Throughout the year ended 31
December 2011, five full board meetings were held and the statistic of
the attendance has been set out in the section below.

Notices of Board meeting are sent to all Directors at least 14 days
prior to regular Board meetings. Reasonable notices have been given
to the Directors for ad hoc Board meetings. All directors are given
an opportunity to include matters in the agenda for regular board
meeting.

The Company provides adequate, complete and reliable information to
all the Directors relating to the matters to be discussed before each
board meetings. All the Directors are provided with sufficient resources
to discharge their duties. They have full access to the advices and
services of the company secretary of the Company with a view to
ensuring the board procedures, and all applicable rules and regulations
are followed.

Procedures have also been agreed by the Board to enable Directors
to, in appropriate circumstance and upon reasonable request, seek
independent professional advice to assist in discharging their duties to
the Company at the Company’'s expenses.

Minutes of board meetings and meetings of board committees are
kept by a duly appointed secretary of the meeting and available within
a reasonable time after the meetings are held. The minutes record in
sufficient details the matters considered by the board and decision
reached. They are open for inspection by any Director upon reasonable
notice.
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APPOINTMENTS, RE-ELECTION AND REMOVAL OF
DIRECTORS

The non-executive Directors and the independent non-executive
Directors are appointed for specific terms. In addition, every director
is subject to retirement by rotation at least once every three years
and will be eligible for re-election in accordance with the Articles of
Association of the Company.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under provision A.2.1 of the Code, the roles of the Chairman and the
CEO should be separate and should not be performed by the same
individual. The Company complied with this code provision throughout
the year except that Mr. Huang Brad, the then chairman of the Company,
had taken the role as an interim CEO of the Company following the
resignation of Mr. Kwok Yeung Kwong, the former CEO, on 4 July 2011
and until Mr. Ko Chuk Kin, Herbert, was appointed as the new CEO on
30 August 2011. At the date of this report, Mr. Zhong Yong is the current
chairman of the Board is responsible for leading the Board and ensures
all directors are provided with appropriate and sufficient information
before Board meetings so that the Board can operate effectively and
perform its duties. Dr. Cheong Chit Sun is the current CEO of the
Company and is responsible for the operation of the Group.

BOARD COMMITTEES

The Board has delegated various responsibilities to the board
committees including the audit committee (the "Audit Committee”),
the remuneration committee (the “Remuneration Committee”) and
the nomination committee (the “Nomination Committee”) (collectively,
the "Board Committees”). Further details of these committees are set
out below:

AUDIT COMMITTEE

The Company established the Audit Committee on 10 March 2010 with
effect from 30 March 2010 (the “Listing Date") in compliance with Rules
3.21 to 3.23 and Appendix 14 of the Listing Rules. The primary duties of
the Audit Committee are, among other things, to review and supervise
the financial reporting process and internal control system of the Group.
The Audit Committee is also responsible for making recommendations
on the appointment, reappointment and removal of the external auditor,
reviewing the auditor's independence and objectivity and monitoring the
non-audit functions performed by the external auditor for the Group.
The written terms of reference for the Audit Committee, which define
the role, authority and functions of the committee, are posted on the
Company'’s website.

Corporate Governance Report

EXEARE

2 EENRBRRES

FNTEERBUNFNTESDREETEHME

o itsh  SEFARBAAANAHER@AE D
SZFRESR—RALBHLERES
ERERITHAR

RIBETRAFEA2 UG TERITHRARNACED
3o MEBRAEE - ARRRFEHEET I
SAMEX - R ZF——FEAME - NRFATTT
BARBH R EBRER - A RBE R EEHuang
Brad t £ EEARRRGRITHER  HESIEERE
ER-FE-——FNA=ZTREZERFITHRAEG
She RARERH  AELLERRIEFEESLIR
BRREEEONERMAEENEFTSOHMNE
BEELTREN  BHEEFSEREELETH

BE RERBLAEARBRETTHEAR  AER
SEmEE

EEZEE
EEERIRRESZRCERAEREETER &
FZEERRERZES((ERZERE)) FHZ
Bg(#MEzEE DR ?E' ZEg((R2%ZEBg))
(BB EFEZEE]) UWFZBEGZE—HHBEH
PR

EREET
ARBER-ZZ-—TF=_A+RHRERLETRA

%smi3mhﬁimﬁWHﬁ+m& BEZEE
& B E-TE=-A=+A(LHmHEDEEK-
ERZEENIEREA(ETEE)EMAMEE
FENYEREEFRADELHE - BREEE

MEBERIMNEREMNEE - BIEREBRIBMHIERS
BR  MAZEMNE LM REBIES BERHING

R AREEIREOIFRBEE ERERE
EnRERE(ERZESAG  BREBEZR
E)E TSR AR B -

ERRREBERLT —ZT-——FFRH 27



Corporate Governance Report
TEEGRSE

The Audit Committee currently consists of all three independent non-
executive Directors. Mr. Zhou Jinsong is the Chairman of the Audit
Committee and Mr. Hong Winn and Mr. Yen Homer Shih Hung are
members.

During the year under review, the Audit Committee reviewed both the
interim and annual consolidated financial statements for the Group prior
to recommending the same to the Board for approval, reviewed the
reappointment of the external auditor and reviewed the effectiveness of
the Group's internal control system. In the course of review, the Audit
Committee had met with the external auditor without the presence of
any executive Director.

The Audit Committee has also reviewed the confirmations given by the
former controlling shareholders, namely Showmost Group Limited, LCF
Il Holdings, Limited and Lotus China Fund II, L.P in respect of their
compliance with the deed of non-competition undertaking as disclosed
in the Prospectus of the Company for the applicable period.

REMUNERATION COMMITTEE

The Company established the Remuneration Committee on 10 March
2010 with effect from the Listing Date in compliance with Appendix 14
of the Listing Rules. The primary duties of the Remuneration Committee
are to determine the remuneration packages of executive directors and
senior management of The Group and to recommend to the Board
a formal and transparent procedure for developing remuneration
policy. In addition, the Remuneration Committee conducts reviews
of the performance of the senior management and the compensation
structures for both senior management and staff in general. The written
terms of reference for the Remuneration Committee, which define
the role, authority and functions of the committee, are posted on the
Company's website.

The remuneration policies for the Directors and senior management
members have been based on their experience, level of responsibility
and general market conditions. Any discretionary bonus and other
merit payments are linked to the profit performance of the Group and
the individual performance of the Directors and senior management
members.

During the year under review, Mr. Kwok Yeung Kwong resigned as a
member of the Remuneration Committee with effect from 4 July 2011.
Mr. Ko Chuk Kin, Herbert was appointed as a member of Remuneration
Committee with effect from 30 August 2011.

During the year under review, the remuneration committee reviewed
the remuneration policies and structures, including the level of pay
rise, the offer of share options and discretionary annual bonuses for
the CEQO, the executive directors, the senior management and other
staff in general.
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With effect from 30 March 2012, Mr. Zhou Yong and Dr. Cheong Chit
Sun replaced Mr. Huang Brad and Mr. Ko Chuk Kin, Herbert as members
of the committee. As a result, the Remuneration Committee currently
comprises Mr. Zhou Jinsong as the chairman, Mr. Yen Homer Shih
Hong, Mr. Hong Winn, Mr. Zhou Yong and Dr. Cheong Chit Sun as
members.

NOMINATION COMMITTEE

The Company established the Nomination Committee on 10 March 2010
with effect from the Listing Date.

The primary duties of the Nomination Committee are to review the
structure, size and composition (including the skills, knowledge and
experience) of the Board on a regular basis and to make recommendations
to the Board regarding any proposed changes, to identify and make
recommendations to the Board on the selection of individuals nominated
for directorship, to assess the independence of non-executive directors
and to make recommendation as to the appointment or re-appointment
and succession plan of directorship. The written terms of reference
for the Nomination Committee, which define the role, authority and
functions of the committee, are posted on the Company’s website.

During the year under review, Mr. Kwok Yeung Kwong resigned as a
member of the Nomination Committee with effect from 4 July 2011.
Mr. Ko Chuk Kin, Herbert was appointed as a member of Nomination
Committee with effect from 30 August 2011.

During the year under review, the Nomination Committee reviewed
the proposed appointment of new directors, considered the structure,
size and composition of the Board, assessed the independence of the
Independent non-executive directors and recommended the Board
relating to the rotation of directorship.

With effect from 30 March 2012, Mr. Zhou Yong and Dr. Cheong Chit
Sun replaced Mr. Huang Brad and Mr. Ko Chuk Kin, Herbert as members
of the committee. Mr. Zhou was also appointed as the chairman of the
committee with effect from the same date. As a result, the Nomination
Committee currently comprises Mr. Zhou Yong as the chairman, Mr.
Zhou Jinsong, Mr. Yen Homer Shih Hong, Mr. Hong Winn and Dr.
Cheong Chit Sun as members.
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The attendance of individual members of the Board and other Board
Committees meetings for the year ended 31 December 2011 is set
out in the table below:

TRENBE-F-——F A=t

EFE -

H
ERIRERNEEFEREMESZRREEGR 2HFEX

Number of Attendance/
Number of Meetings held

HERE, EFRTIH
Audit Remuneration Nomination

Board Committee Committee Committee

EEg EREE® FHEES REZER
Executive Directors HITES
Cheong Chit Sun (Note 1) SRR (EE) - - - -
Ko Chuk Kin, Herbert (Note 2) =B (H:E2) 5/5 - 2/2 -
Chan Sim Wang (Note 1) RE R (MEET) - - - -
Kwok Yeung Kwong (Note 3) D (BFFES) 2/2 - 1/1 1/1
Chiu Lok Man fisE-3'8 2/5 - - -
Non-Executive Directors FHITES
Zhou Yong (Note 1) A% (MaE) - - - -
Huang Brad (Note 4) Huang Brad(f5F4)  4/5 - 2/3 il
Hung Cheung Shew (Note 2) FLEIK (MF5E2) 3/3 - - -
Huang Guangyu (Note 3) HEF(MFE3) 2/2 - - -
Independent Non-Executive BYFYITES

Directors

Zhou Jinsong RSN 5/5 2/2 3/3 11
Yen Homer Shih Hung EEuwN 5/5 2/2 3/3 1/1
Hong Winn Hong Winn 5/5 2/2 3/3 Al
Note: ek -

30

Mr. Zhou Yong, Dr. Cheong Chit Sun and Mr. Chan Sim Wang did not attend
any meeting during the year under review since they were appointed as
Directors of the Company after the end of the year.

Mr. Hung Cheung Shew was appointed as a non-executive Directors with
effect from 17 June 2011, and Mr. Ko Chuk Kin, Herbert was appointed
a member of Remuneration Committee and Nomination Committee with
effect from 30 August 2011. The above disclosure refers to their attendance
at the meetings which they are entitled to attend.

Mr. Kwok Yeung Kwong and Mr. Huang Guangyu ceased to be Directors of
the Company during the year under review. They attended all the meetings
held during their tenure of office.

Mr. Huang Brad was re-designated as a non-executive Director of the
Company with effect from 2 March 2012.
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FINANCIAL REPORTING AND INTERNAL CONTROL

FINANCIAL REPORTING

The Board, supported by the financial controller and the finance
department of the Group, is responsible for the preparation of the
consolidated financial statements. In the preparation of consolidated
financial statements, International Financial Reporting Standards have
been adopted and the appropriate accounting policies and statutory
requirements have been consistently complied with. The Board aims
to present a balanced, clear and comprehensible assessment of the
Group's performance, position and prospects in the annual and interim
reports to the shareholders, and make appropriate disclosure and
announcements in a timely manner.

The Directors acknowledge their responsibilities for preparing the
financial statements for the year ended 31 December 2011, which were
prepared in accordance with applicable accounting standards.

The Directors, having made appropriate enquiries, are not aware of any
material uncertainties relating to events or conditions which may cast
significant doubt upon the Company’s ability to continue as a going
concern. Accordingly, the Directors have prepared the consolidated
financial statements on a going concern basis.

The reporting responsibilities of the external auditor of the Company
on the consolidated financial statements of the Group are set out in
the independent auditor’s report on pages 44 to 45.

AUDITOR’S REMUNERATION

RSM Nelson Wheeler was re-appointed as the external auditor of the
Company for the year under review. In connection with the financial
statements for the year ended 31 December 2011, the total fees in
respect of audit and non-audit services provided to the Company and
its subsidiaries by RSM Nelson Wheeler are set out as follows:

Services rendered

Corporate Governance Report
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Fees paid/payable

R AR Bt EAEA
HKS$
BIT
Annual Audit for the year ended 31 December 2011 1,200,000
BE-_Z——F+-_A=+—ALFENFEEZ
Non-audit services
FEBEZIRTE
— interim review for the six months ended 30 June 2011 460,000
- BE_T——FRAZTHIENEATHREE
— Other services 84,000
- EAth fr 7%
Total 1,744,000
HET
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INTERNAL CONTROLS

The Board is responsible for ensuring a sound and effective internal
control system in the Group to safeguard the Group's assets and
shareholders’ interest. Procedures have been designed to ensure
maintenance of proper accounting records for the provision of reliable
financial information for internal use or for publication, ensure compliance
of applicable laws, rules and regulations.

After reviewing the Group's internal control system, the Board considers
that the internal control system is effective and adequate for the
Group as a whole. The Board further considers that for the year ended
31 December 2011, (i) there was no issue relating to the material
controls, including financial, operational and compliance controls and risk
management functions, of the Group; and (ii) that there were adequate
staff with appropriate qualifications and experience, resources in the
Company's accounting and financial reporting function, and adequate
training programmes have been provided.

NON-COMPETITION UNDERTAKINGS

The Company has been confirmed by Showmost Group Limited, LCF
Il Holdings, Limited and Lotus China Fund II, L.P that throughout the
year ended 31 December 2011 (i) each of the them has complied with
the undertakings contained in the Deed of Non-Competition dated 10
March 2010 executed by them in favour of the Group; and (ii) each of
them and/or any of their associates is not offered or becomes aware
of any new project or business opportunity that compete or may
compete with the business carried out by the Group i.e. the provision
of integrated building facade services and products in any part of the
world in which the Group carried out the business.
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The Directors present herewith the annual report and the audited
consolidated financial statements of the Group for the year ended 31
December 2011.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The activities
of its principal subsidiaries are set out in note 19 to the consolidated
financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2011 are set
out in the consolidated income statement on page 46.

The Board has resolved to not to recommend the payment of a final
dividend for the year ended 31 December 2011 to the shareholders.

CHANGE OF USE OF PROCEEDS

In March 2010, the Company conducted the initial public offering of its
shares with net proceeds raised available for the Company amounting to
approximately HK$283.5 million. As stated in the Company's prospectus
dated 17 March 2010, the Company intended to use the proceeds for
working capital for new projects, potential mergers and acquisitions,
establishment of new production facilities, establishment of research
and development division and general working capital requirement. By
the end of first half of 2011, the Company had utilised approximately
HK$69.1 million and HK$3.4 million for the working capital of new
projects and for the research and development of new products
respectively. During the first half of 2011, the Company acquired 55%
equity interest in the Red Holdings Group, Inc. The subsidiaries of the
acquiree have significant business presence in the United States and
have maintained a large order backlog on hand and stock of potential
contracts in negotiation. In view that the acquisition represented a
unigue growth opportunity, the Company has resolved to apply all of
then the utilised proceeds of approximately HK$210.6 million to finance
this acquisition. Despite the reallocation, the Company expects that the
expansion plans as portrayed in the original plan of use of proceeds
will not be affected as it is anticipated that they will be sufficiently
supported by the financial resources to be generated internally or from
new financing available in the future.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for the
past five financial years is set out on page 130.
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PROPERTY, PLANT AND EQUIPMENT

Details of movements during the year in the property, plant and
equipment of the Group are set out in notes 15 to the consolidated
financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements during the year in the share capital and share
options of the Company are set out in note 31 and 33 to the consolidated
financial statements.

SHARE PREMIUM AND RESERVES

Details of movements during the year in the share premium and
reserves of the Group and the Company are set out in the consolidated
statement of changes in equity on page 51 and note 32(b) to the
consolidated financial statements on page 116 respectively. The
Company’s reserves available for distribution comprise the share
premium account and retained profits. As of 31 December 2011, the
reserves of the Company available for distribution to shareholders
amounted to HK$273,777731.

DIRECTORS

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

Chairman and Non-executive Director
Mr. ZHOU Yong (appointed with effect from 2 March 2012)

Executive Directors

Dr. CHEONG Chit Sun
(Vice Chairman of the
Board and Chief
Executive Officer)

Mr. KO Chuk Kin, Herbert

(appointed with effect from 2 March 2012)

(designated as the chief executive officer
of the Company during the period from 30
August 2011 to 2 March 2012)

(appointed with effect from 2 March 2012)
(resigned with effect from 4 July 2011)
(removed with effect from 30 January 2012)

Mr. CHAN Sim Wang
Mr. KWOK Yeung Kwong
Mr. CHIU Lok Man

Non-executive Directors
Mr. HUANG Brad (ceased to be the Chairman of the Board and
re-designated from an executive Director to
a non-executive Director of Company with
effect from 2 March 2012)

(appointed with effect from 17 June 2011)

(resigned with effect from 17 June 2011)

Mr. HUNG Cheung Shew
Mr. HUANG Guangyu

Independent Non-executive Directors
Mr. ZHOU Jinsong

Mr. YEN Homer Shih Hung

Mr. HONG Winn
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Notes:

In accordance with Article 16.2 of the Articles of Association of the Company
(the Articles), Mr. Zhou Yong, Mr. Hung Cheung Shew, Dr. Cheong Chit Sun
and Mr. Chan Sim Wang, who were appointed by the Board, shall hold office
only until the forthcoming annual general meeting and shall, being eligible, offer
themselves for re-election thereat.

In accordance with Article 16.18 of the Articles, Mr. Ko Chuk Kin, Herbert and
Mr. Hong Winn will retire by rotation at the forthcoming annual general meeting
and shall, being eligible, offer themselves for re-election. Details of the directors
seeking for re-election in the forthcoming annual general meeting are contained
in the circular dispatched together with this annual report.

Information regarding emoluments paid during the year ended 31 December 2011
is set out in note 11 to the consolidated financial statements.

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Biographical details of Directors and senior management of the Company
are set out on pages 18 to 23.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent non-executive
Directors an annual confirmation of his independence pursuant to Rule
3.13 of the Listing Rules. The Directors consider all three independent
non-executive Directors to be independent.

DIRECTORS’ SERVICE CONTRACTS

None of the directors who are proposed for re-election at the
forthcoming annual general meeting has a service agreement with the
Company which is not determinable within one year without payment
of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

Pursuant to existing Rule 8.10 of the Listing Rules, the Company
discloses that during the year and up to the date of this report, Mr.
Zhou Yong, Dr. Cheong Chit Sun, Mr. Chan Sim Wang and Mr. Hung
Cheung Shew held directorship in China State Construction International
Holdings Limited (“CSCIHL'), the holding company of the Company,
and/or certain CSCIHLs subsidiaries. These companies are engaged in
construction and related business.

The Company and CSCIHL are managed by separate boards of
directors and management, which are accountable to their respective
shareholders. With the presence of appropriate portion of independent
non-executive directors in the Board, the Group is capable of carrying on
its business independently of, and at arms length from the businesses
of CSCIHL and its associates.
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ARRANGEMENTS TO ACQUIRE SHARES OR
DEBENTURE

The Company adopted a share option scheme (the “Scheme”) pursuant
to a resolution in writing passed by all then shareholders on 10 March
2010 with effect from the Listing Date. A summary of key terms of the
Scheme and the movement of share options for the year are set out in
the note 33 to the consolidated financial statements.

Other than the Scheme at no time during the year was the Company, its
subsidiaries or its parent company a party to any arrangement to enable
the Directors (including their spouse or children under 18 years of age)
to hold any interests or short position in the shares or underlying shares
in, or debentures of the Company or its associated corporation.

MANAGEMENT CONTRACTS

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

DIRECTORS’ INTEREST IN SHARES, UNDERLYING
SHARES AND WARRANTS

As of 31 December 2011, the interests and short positions (and the deemed
interests and short positions) of the Directors and chief executives of the
Company in any shares, underlying shares and debentures of the Company
or any of its associated corporations (with the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")) as recorded in the register
required to be kept 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 for Securities Transactions by Directors of Listed Issuers
(the “Model Code") set out in Appendix 10 to the Rules Governing The
Listing of Securities on the Stock Exchange of Hong Kong Limited (“Listing
Rules”) were as follows:
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Approximate
percentage of
Number of Securities interests to the
of the Company issued share capital
Name Capacity (Long position) of the company
®E 514 RAEQTZ RAEQT BT
FHEE (FR) RAEZBAEIL
(note 1)
(PIEET)
DIRECTORS E%
Huang Brad (“Mr. Huang”) Interest of controlled corporation 61,174,500 (note 2) 5.50%
Huang Brad ([ HuangZt 4 1) SIS EEE R (FaE2)
Beneficial Owner 10,000,000 (note 3) 0.90%
EnEEA (PF5E3)
10,206,000 (note 4) 0.92%
(MizE4)
Ko Chuk Kin, Herbert Beneficial Owner 6,844,000 (note b) 0.61%
IR ER BEnEEA (MF5E5)
3,000,000 (note 3) 0.27%
(MI5E3)
Note: 5T -

1. The percentage figures are calculated based on 1,112,877500 shares in 1. ZEEALBFIHIRER=_Z—F+=A=1+—H
issue as of 31 December 2011, BE1TA%51,112,8776000% 51 & -

2. Full Mission Limited was a substantial shareholder of the Company which 2. Full Mission Limited A QG —2EERE - WH =

was owned as to 50% by Mr. Huang Brad as at 31 December 2011. T——F+ A =+—HMHHuang Bradt £ #AE50%
Accordingly, he was deemed to be interested in all the shares of the o Ft - R AMEAFUl Mission Limited# 48
Company (“Shares") held by Full Mission Limited. BB AR TG ([R5 ) s o

3. Long positions represent share options held by the respective Directors. 3. W EIEMBESMIFEZERE - FAZSHREZ
There was no movement in the interests in these share options during the P BT o
year.

4. Long position represents the shares of the Company directly held by Mr. 4. #f&%8Huang Bradt AR =Z——F+=fA=+—H
Huang Brad as of 31 December 2011. FrEEFB ZARBR’RNG

A\ = >

5. Long position represents the beneficial interests in shares as disclosed. 5. Q?E?Eﬁﬁﬁ??ﬂ']ﬂx NE=ED - BESEL A1

To the best of the Directors’ knowledge, information and belief and having EREITRA - SERERS  RZT—F+=ZA=
made all reasonable enquiries, among the beneficial interests disclosed as +—8 ﬁﬁﬁ&%ﬁﬁ T AE s P 0 3,825,000/% ik 1 =&

of 31 December 2011, 3,825,000 Shares were held in trust by Full Mission Full Mission LimitediR#&Full Mission Limited &5t
Limited pursuant to a declaration of trust executed by Full Mission Limited S FEMEYNERRPAE(FBEREL2HARQRA
in favour of Mr. Ko (as more particularly described in the section headed AT ZTF-ATLANBRERYIEL - &
“History, Reorganization and Group Structure” of the prospectus of the AR EBERE | —&)EFARE -

Company dated 17 March 2010.)

Save as disclosed above, as at 31 December 2011, none of Directors and B EXFTEEEN RZTE——F+_A=+—
chief executive of the Company or their associates had or deemedto H ' A AR EZESZ RITHAH A BEENBE A LIRE
have any interest or short position in the shares, underlying shares or ~ RAANA Ak T8 EE (F & R E 5 R EIEG
debentures of the Company or any of its associated corporation (within %XV*E)E’]HX@ HERMNEFEE IR ABEFR
the meaning of Part XV of the SFO) as recorded in the register required ‘A &1ZBIR & & 5 & BB 65 352178 ARZ 1§ FTi5
to be kept under Section 352 of the SFO or as otherwise notified to the ~ HZE A - LR IFIZ % <7 B BB A2 &) B 2
Company and the Stock Exchange pursuant to the Model Code. FrevE ok A -

ERRREBERLT —ZT-——FFRH 37
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FERR 2RO ER

BEEMARM  SELEE R_FT——F+-A
=t—B UTERR(BEARRAEFHITHRAEA
SMEARRBRMAAERNDFHERESEBEAR
FIZARBE S M EKIIE336GT U FEELMA

SUBSTANTIAL SHAREHOLDERS' INTEREST IN SHARES

To the best of the Directors’ knowledge, information and belief, as of
31 December 2011, the following shareholders (other than Directors
or the chief executive of the Company) had or were deemed to have

interests or short positions in the shares or underlying shares of the
Company, which were recorded in the register required to be kept by
the Company pursuant to section 336 of SFO:

BB

Number of Securities
of the Company

Approximate
percentage of
interests to the

issued share capital

Name Capacity (Long position) of the Company
HE BB g4 RAELATZ RAEQT D BT
HHEHE (FR) BEEEHABIL
(note 1)
(BFzET)
Showmost Group Limited (note 2) Beneficial Owner 338,750,000 30.44%
Showmost Group Limited(Ff{3¥2) BB A
LCF Il Holdings, Limited (note 2) Interest of controlled corporation 338,750,000 30.44%
LCF Il Holdings, Limited(Fd5t2) SIS EEE R
Lotus China Fund I, L.P (note 2) Interest of controlled corporation 338,750,000 30.44%
Lotus China Fund II, L.P(FffzE2) RiEHEE S
Full Mission Limited (note 3) Beneficial owner 61,174,500 5.50%
Full Mission Limited(Fff£3) E=EAA
China Overseas Insurance Limited Beneficial Owner 103,920,000 9.34%
("COIL") (note 4) ERHEBEA
FPENFIMRBR B R AR ([F/ERE])
(Bf5E4)
China State Construction Interest in controlled corporation 103,920,000 9.34%
International Holdings Limited SEREEE
("CSCIHL") (note 4)
FE A LB AR AT
([ B EEEIRR 1) (FisE4)
China Overseas Holdings Limited Interest in controlled corporation 103,920,000 9.34%
("COHL) (note 4) EREL IS T
B SNMEE G R A )
([HREEINEE ) (FsE4)
China State Construction Interest in controlled corporation 103,920,000 9.34%
Engineering Corporation Limited =¥ AE#EzR
("CSCECL") (note 4)
¢ﬁ%§%@ﬁ@@ﬁ
(THhERG, 1) (FEE4)
China State Construction Interest in controlled corporation 103,920,000 9.34%
Engineering Corporation SIS EEE R
("CSCEC") (note 4)
PEEETRARA([FRE])
(P 5E4)
Kwok Yeung Kwok Interest of controlled corporation 61,174,500 (note 3) 5.50%
(Mr. "Kwok") RiEHEE 61,174,500 (MI7E3)
E D Beneficial Owner 29,767.250 (note b) 2.67%
(M54 E=AA 29,767,250 (Ff{5£5)
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Note:

1. The percentage figures are calculated based on 1,112,877500 shares in
issue as of 31 December 2011.

2. Long Positions represent the Shares held by Showmost Group Limited. To
the best of the Directors’ knowledge, information and belief and having
made all reasonable enquiries, Showmost Group Limited is a limited liability
company incorporated in BVI and was wholly-owned by LCF Il Holdings,
Limited (which in turn was wholly-owned by Lotus China Fund II, L.P).
Accordingly, under the SFO, both LCF Il Holdings, Limited and Lotus
China Fund I, L.P were deemed to be interested in all the Shares held by
Showmost Group Limited.

3. Full Mission Limited was a limited liability company incorporated in BVI. As
at 31 December 2011, was owned as to 50% by Mr. Huang Brad (Chairman
and an executive Director) and as to 50% by Mr. Kwok (an ex-director of
the Company). Accordingly, both Mr. Huang and Mr. Kwok were deemed
to be interested in all the shares of the Company held by Full Mission
Limited.

4. COIL is the cornerstone investor of the Company in the Group’s global
offering in March 2010. As at 31 December 2011, COIL was a wholly-owned
subsidiary of CSCIHL, a limited liability company incorporated in the Cayman
Islands and whose shares are listed on the Stock Exchange. CSCIHL was
held as to 61.86% by COHL which was in turn a wholly-owned subsidiary
of CSCECL. CSCECL was held as to 54.28% by CSCEC. Accordingly under
the SFO, both CSCIHL, COHL, CSCECL and CSCEC were deemed to be
interested in all the shares of the Company held by COIL.

5. Long position represents the shares of the Company hold directly by Mr.
Kwok.

6. Madam Huang Chen Wei Lay, Bernadette, being the spouse of Mr. Huang
and Madam Mary Yuen, being the spouse of Mr. Kwok, were deemed to
be interested in shares and underlying shares in which their spouses had
or were deemed to have interests as disclosed in the above and in the
section “Directors’ interest in shares, underlying shares and warrants”

Save as disclosed above, the Company had not been notified for any
interests or short positions being held or being deemed to be held by
any substantial shareholder (not being a Director or chief executive of
the Company) in the shares or underlying shares of the Company as
at 31 December 2011.
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CONNECTED TRANSACTIONS, RELATED PARTY
TRANSACTIONS AND DIRECTORS’ INTEREST IN
CONTRACTS

CONTINUING CONNECTED PARTY TRANSACTION

During the year, the Group has engaged FiZci= B4R E TI2AR & (T
‘A A] (English transliteration for identification purpose: Xi‘an Yuanheng
Aluminium Works Company Limited) (“Xi’anYuanheng") in the provision
of design services in relation to our products and projects. The terms
of the construction engineering design service were determined after
arm'’s length negotiation and on normal commercial terms prevailing
in the PRC and by reference to the charging scale prescribed by
Shenzhen Decoration Association (YT &M E). On 10 March 2010,
the Company and Xi‘an Yuanheng entered into a master agreement
expiring on 31 December 2012 for the provision of design service on
a non-exclusive basis and on the terms described above. The details
of such transaction were set out in the section headed “Connected
Transactions” in the Prospectus.

By virtue of Xi'an Yuanheng holding of 25% equity interests in Netfortune
(Shanghai) Aluminium Works Company Limited, a non-wholly owned
subsidiary of the Company, Xi’an Yuanheng upon listing is regarded as
a connected person of the Company under the Listing Rules. Since
each of the applicable percentage ratios based on the relevant annual
cap as set out below is expected to be less than 2.5%, the provision
of the design services is exempt from prior independent Shareholders'
approval requirement set out in Rule 14A.48 of the Listing Rule. On
listing of the Company, the Stock Exchange granted the Company a
waiver pursuant to Rule 14A.42(3) to exempt the aforesaid transaction
from compliance with the relevant announcement requirements, subject
to the Company’s compliance of Rules 14A.35(1), 14A.35(2), 14A.36 to
14A.40 of the Listing Rules in relation thereto.

In respect of Rule 14A.35(2) of the Listing Rules, the maximum aggregate
value or the annual cap, for such continuing connected transaction shall
not exceed the applicable limit of HK$5.5 million, HK$6.5 million and
HK$7.9 million for each of the three years ending 31 December 2012
respectively. The fee payable to Xi'an Yuanheng for the year under review
amounts to HK$4,496,630.

The aforesaid continuing connected transaction has been reviewed by
independent non-executive directors of the company. The independent
non-executive directors confirmed that the aforesaid connected
transaction was entered into (a) in the ordinary and usual course
of business of the Group; (b) on normal commercial terms; and (c)
in accordance with the relevant master agreement governing the
transaction on terms that are fair and reasonable and in the interest of
the shareholders of the company as whole.
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The Company’s external auditor was engaged to report on the aforesaid
continuing connected transaction in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Review of Historical Financial Information” and
with reference to Practice Note 740 "Auditor's Letter on Continuing
Connected Transaction under the Hong Kong Listing Rules” issued by
the Hong Kong Institute of Certified Public Accountants. The auditor has
issued an unqualified letter to the Directors confirming that the aforesaid
continuing connected transaction (a) had received the approval from the
Board of Directors; (b) were in accordance with the pricing policies of
the Group; and (c) had been entered into in accordance with the relevant
agreement governing such transaction; and (d) had not exceeded the
annual cap as disclosed in the above. A copy of the auditor’s letter has
been provided by the Company to the Stock Exchange.

The above transaction for the year did not constitute a related party
transaction according to International Accounting Standard 24 “Related
Party Disclosures”

Save as above, the Group has also entered into certain related party
transactions which have been disclosed in note 37 to the consolidated
financial statements. These related party transactions did not constitute
connected transactions under the Listing Rules.

There has been no contracts of significance in relation to the Group's
business to which the Company or any of its subsidiaries was a party
and in which a Director or the controlling shareholder of the Company
had a material interest, whether directly or indirectly and there were
no contract of significance for the provision of services to the Group
by the controlling shareholders of the Company.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company's
Articles of Association, or the laws of Cayman Islands, being the
jurisdiction in which the Company is incorporated, which would oblige
the Company to offer new shares on a pro-rata basis to existing
shareholders.
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TAX RELIEF

The Company is not aware of any relief from taxation available to
shareholders by reasons of their holding of the Company’s shares.

CORPORATE GOVERNANCE

Report of the corporate governance practices adopted by the Company
is set out on pages 24 to 32.

MAJOR CUSTOMERS AND SUPPLIERS

In 2011, the five largest customers of the Group accounted for
approximately 49.64% of the Group's turnover and turnover from
the largest customer included therein accounted for approximately
16.33%. To the best knowledge of the Directors, one of the five largest
customers for the year is a subsidiary of a shareholder which owns
more than 5% of the Company’s issued share capital.

The five largest suppliers of the Group accounted for approximately
48.89% of the Group's total purchases for the year and the Group's
purchases from the largest supplier included therein accounted for
approximately 17.80%.

Save as disclosed above, at no time during the year did a director, an
associate of a director or a shareholder of the Company (which to the
knowledge of the Directors owns more than 5% of the Company’s
issued share capital) have an interest in any of the Group's five largest
customers or suppliers.

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

During the year ended 31 December 2011, the Company repurchased
4,348,000 ordinary shares on the Stock Exchange at an aggregate
consideration of HK$3,912,960. The repurchases were effected by the
Directors for the enhancement of shareholders’ value. Details of the
repurchases are as follows,
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Total

number of the
Month of ordinary shares Highest price Lowest price Aggregate
the repurchases repurchased paid per shares paid per shares consideration
BE A5 BEEEREH BERESE BR&EE AastRE
HK$ HK$ HK$
(%) (E7T) (BT
May A A 1,430,000 1.01 0.97 1,421,420
June NA 2,918,000 0.95 0.78 2,491,540
4,348,000 3,912,960
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All the said shares repurchased were cancelled subsequently in June
and July 2011.

Save as disclosed above, neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the listed securities of the
Company during the year ended 31 December 2011.

MATERIAL INVESTMENTS AND ACQUISITIONS AND
DISPOSALS OF SUBSIDIARIES

During the first half of 2011, the Company acquired 55% equity interest
in the Red Holdings Group, Inc. from independent parties for a cash
consideration of HK$210,600,000. Red Holdings Group, Inc. is a company
incorporated in the United States with operating subsidiaries engaging
in the building facade and curtain wall business in the United States
in areas such as New York and Florida. The details and the accounting
of the acquisition are set out in note 34 to the consolidated financial
statements.

Save as disclosed above, there were no material investments and
acquisitions and disposals of the subsidiaries.

SUBSEQUENT EVENTS

Details of the significant subsequent events of the Group are set out
in note 38 to the consolidated financial statements.

AUDITOR

The financial statement for the year ended 31 December 2011 have been
audited by Messrs RSM Nelson Wheeler.

On behalf of the Board of

Far East Global Group Limited
ZHOU Yong

Chairman

Hong Kong, 30 March 2012
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Independent Auditor’s Report
WAL B AR &

RSM Nelson Wheeler
FimEE(FERB)S MBI

Certified Public Accountants

TO THE SHAREHOLDERS OF
FAR EAST GLOBAL GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Far East
Global Group Limited (the “Company"”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 46 to 129, which comprise
the consolidated and Company statements of financial position as at 31
December 2011, and the consolidated income statement, consolidated
statement of comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the
year then ended, and a summary of significant accounting policies and
other explanatory information.

DIRECTORS’ RESPONSIBILITY FORTHE 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 International Financial Reporting Standards and the
disclosure requirements of the Hong Kong Companies Ordinance, and
for such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

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

44 Far East Global Group Limited  Annual Report 2011

HERBRREEFRAFARR
(REISHEZMAL A HRAE])

AZEAE ERHNEI6E 1298 ZFIRBMERFR
RE(ERARDREMBAR(SHAIEEE N
HEMBEHRE  ERHAR_T——FT_H=1
—BENEARARMBHAREK BEZALFER
HEKRERRX HEEEKRER HERZEHREK
HERZRER  URETEZSTHREBMEREMEH
BRHEE o

ESHGAMBERRARENER

BERREFARRBEERMBREENREFERA
FOINBEERE  RERKEEEEATERNZE
RAMBEE  UREREZERR/VENERHE A
B URRERGE M BRRE T FEHRKEE
SKEERR MG A E AR REL -

RBENEE

ARBMNETRBEAZBMNEXHZEERS
MHMRFESR  LERBEERRE A 2B
MER > Rtz ARETAEEMAE - A%
ZEVE TSR AR EANRT A EMEMA LB E Ik
BEME - ARBEREEESHAMASRANE
BRBEAGEITER - MR FEINER - KEH
AEETEERTHRE - URGEIRETER - U
EEREAAMBERRES I FEEMNERERR
it o



Independent Auditor’s Report
VESRVR 2 ST

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

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

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2011 and of the Group’s results and cash flows for the
year then ended in accordance with International Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

30 March 2012
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Consolidated Income Statement

R E W3R

For the year ended 31 December 2011 HE=-ZE—— &+ -A=1+—HIEE

2011 2010
—2——%F —T-TF
Note HK$ HK$
FiEE BT 7SI
Revenue/Turnover Y4 %] 6 847,622,122 866,664,104
Cost of sales SHEA (650,732,428) (640,216,038)
Gross profit EF 196,889,694 226,448,066
Other income ElA 7 17,013,845 20,228,736
Administrative expenses TERFX (112,969,074) (90,533,546)
Other operating expenses H A& (4,992,000) (18,656,750)
Profit from operations SRR 95,942,465 137,486,506
Finance costs BB A 8 (551,590) =
Share of losses of jointly FE M 2R B B8 E5 18
controlled entities (6,303,305) -
Profit before tax B AT Al 89,087,570 137,486,506
Income tax expense FrS % X 9 (9,236,335) (22,076,940)
Profit for the year FRRFA 10 79,851,235 115,409,566
Profit for the year attributable to: T &HEERFEERR
Owners of the Company VIN/NEIEZ=DN 12 76,634,000 110,113,165
Non-controlling interests FEIEAR M 3,217,235 5,296,401
79,851,235 115,409,566
Earnings per share: BRER :
Basic (HK cents) AR (B 14 6.88 10.45
Diluted (HK cents) g (Bl) 14 6.80 10.37
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Consolidated Statement of Comprehensive Income

FERENER

For the year ended 31 December 2011 HZ=-ZE——&+-A=1+—HIFE

2011 2010
—E——fF —E—TF
HK$ HK$
BT 7SI
Profit for the year FERRF 79,851,235 115,409,566
Other comprehensive income: Hih 2 H Wz
Exchange differences on translating MERINE BN =5
foreign operations (1,737,842) 738,049
Release of investment revaluation HEHEEIRERE
reserve to profit or loss upon KRESMFEREETER
disposal of available-for-sale
investments (52,780) (431,262)
Fair value changes of available-for-sale AIEHERE Y A FEES
investments (1,246,284) 474,396
Other comprehensive income FREMEE R - HBRBIE
for the year, net of tax (3,036,906) 781,183
Total comprehensive income FRE@RSAE
for the year 76,814,329 116,190,749
Total comprehensive income AT EFEEZFAZEKREE
for the year attributable to:
Owners of the Company ViN/NGIEZ 2SN 73,788,747 110,667,748
Non-controlling interests eI e 3,025,582 5,523,001
76,814,329 116,190,749
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Consolidated Statement of Financial Position

HZEMHIRAR

At 31 December 2011 R=ZE——F+=-H=+—H

2011 2010
—E——F —E—TF
Notes HK$ HK$
FiaE BT 7T
Non-current assets ERBEE
Property, plant and equipment M - BB KRR 15 114,467,445 33,311,866
Goodwill [EES 16 159,706,718 -
Intangible assets B EAE 17 45,765,833 =
Available—for-sale investments AT ERE 18 54,637,112 47889,176
Rental and utility deposits e RKEZRE 1,443,111 2,077977
376,020,219 83,279,019
Current assets REEE
Inventories FE 20 4,784,916 79,708
Non-current assets held for sale HIELEZIERBEE 21 2,897,383 2,897.383
Gross amount due from customers shE TR P 425
for contract work 22 196,497,357 86,183,900
Trade and retention receivables B 5 WG R ERIRE & 23 308,137,443 172,192,065
Prepayments, deposits and AR -« e REMERGR
other receivables 52,566,222 41,518,874
Current tax assets AR IR & = 934,799 68,671
Pledged time deposits AT TR 25 44,380,536 82,683,621
Bank and cash balances HRAT R IR B AR 25 81,563,673 364,218,996
691,762,329 749,843,218
Current liabilities REBAE
Bank and other borrowings RITREABER 27 61,262,045 =
Gross amount due to customers SN TREN TP
for contract work 22 89,552,765 132,883,727
Trade and bills payables B o RN RRENRE 26 87,881,654 52,127,627
Finance lease payables SRAEREMNR 28 523,906 =
Current tax liabilities AEAFIBEE 41,662,743 35,365,370
Warranty provisions IREBE R 29 17,355,573 15,189,986
Other payables and accruals HEMERNSRRERER 91,566,148 76,240,475
389,804,834 311,807.185
Net current assets mENE E R E 301,957,495 438,036,033
Total assets less current liabilities EEHABRABARS 677,977,714 521,315,052
Non-current liabilities kFRBEE
Bank and other borrowings RITREABBR 27 27,639,158 =
Finance lease payables SR ERMNR 28 1,184,764 =
Deferred tax liabilities RETIEE & 30 21,567,118 =
50,391,040 -
NET ASSETS EEFE 627,586,674 521,315,052
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Consolidated Statement of Financial Position

HEMHIRAR

At 31 December 2011 R=Z——F+=-H=+—H

2011 2010
—B——F —ET-TF
Notes HK$ HK$
FiEE BT BT
Capital and reserves ERREHE

Share capital &N 31 11,128,775 11,161,080
Reserves i 32 563,255,912 502,816,796

Equity attributable to owners RABER AEIEER
of the Company 574,384,687 513,977,876
Non-controlling interests FEPERR 2 53,201,987 7337176
TOTAL EQUITY XA 627,586,674 521,315,052

Approved by the Board of Directors on 30 March 2012

HUANG Brad

Director

EF

HEEEN _T——F=A=1+HiLE

KO Chuk_Kin, Herbert

B ER
Director

EF
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Statement of Financial Position

A FS R LR

At 31 December 2011 R=ZE——F+=-H=+—H

2011 2010
—ET——F T -TF
Notes HK$ HK$
FiEE BT BT
Non-current assets FRBEE
Interests in subsidiaries ALIEEPNEILE L T 19 52,780,426 48,657939
Current assets REEE
Prepayments, deposits and B - e REMERGR
other receivables 524,204 367543
Due from subsidiaries JRE LS Bf 2B & B3R IA 24 248,980,796 224,892,110
Bank and cash balances IRITRIR S5 359,916 66,683
249,864,916 225,326,336
Current liabilities REBEE
Other payables and accruals HEMpE R R ERE R 210,000 210,000
Due to subsidiaries FE B B A R FUE 24 872,277 6,671,742
1,082,277 6,881,742
Net current assets RBEEFE 248,782,639 218,444,594
NET ASSETS EEZFE 301,563,065 267,102,533
Capital and reserves BEARKf#E
Share capital [N 31 11,128,775 11,161,080
Reserves & 32 290,434,290 255,941,453
TOTAL EQUITY RSB 301,563,065 267,102,533

Approved by the Board of Directors on 30 March 2012
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Consolidated Statement of Changes in Equity
GEEDEER

For the year ended 31 December 2011 HZ=-ZE——&+-A=1+—HIFE

Attributable to owners of the Company

LR IN
Foreign
Share  Share-based  Investment currency Proposed Non-
Share  premium  payments  revaluation  translation  Statutory  Retained final controlling Total
capital account reserve reserve reserve reserves profits dividend Total interests equity

HRfAER ke A
ke RGEER  AREE  EfEE  EXRE  iERE  REREA EERERR &t FEREE  EREE
(note 32(clfi)  (note 32(c)ivl) (note 32(c](il) (note 32(cliil]  (note 32(clv))
(BE2c)))  (HfEsatcii)  (BEERalei))  (aERaieli)  (RfEEsalcliv)
HKS HKS HK$ HKS HK$ HKS HK$ HKS HK$ HK$ HK$
AT AT AT AT BT AT o AT BT AT AT

At 1 January 2010 R2-25--H 10,000 2098698% 4,635,330 133042 4322467 12134 9%,172089 24000000 338164928 1814175 339,969,103

Total comprehensive EREENESE

income for the year - - - 43134 511,449 - 110,113,165 - 10,6678 5523001 116,190,749
Capitalisation issue EXfAh
note 31(al) (Pt&E31(a)) 8,490,000 (8490,000) = = = = = = = = =
Issue of shares (note 3106))  RG%47(RzE31b)) 2717500 317947500 - - - - - - 320,665,000 - 320,665,000
Share issue expenses POESESY - (18018450) - - - - - - (18018,450) - (18,018450)
Repurchase of shares EERH
(note 311c) (Hf3E31() (56,4200 (3,689,720 - - - - - - (3646040) - (3661400
Share-hased payments MR ERERH
(note 33) (hi3k33) - - 549410 - - - - - BA%40 - 549410
2010 proposed fina I3-BEE
dividend (note 13 MRS (Rizka) - (16741,620) - - - - - 16762 - - -
Dividends paid Bfifk& - (215,341,620) - = = = - (24,000,000) (239,341,620) - (239,341,620)
Changes in equity ERiERRE)
for the year 11,151,080 55,766,090 5,496,410 43134 511,449 - 110,113,165 (7258.380) 175,822,948 5,523,001 181,345,949
At 31 December 2010 nZ%-%
and 1 January 2011 t-f=1-H
R=3—F
-A-A 11,161,080 265,635,986 10,131,740 176,176 4,833,906 12134 205285234 16741620 513977876 7337176 521,315,052

Total comprehensive EREENESE

income for the year - - - (1,299064)  (1,546,189) - 76,634,000 - 73,788,747 3,025,582 76,814,329
Repurchase of shares EERH

(note 311c) (Hf3E31() (63,4800 (3,848,030 - - = - - (214500 (3,912,960 - (391290]
Share-hased payments  WARNARERH

(note 33) (HtzEss) - - 6,524,819 - - - - - 6,524,819 - 6,524,819
Dividends paid Bffks - - - - - - - (16720170)  (16,720,170) - (16720,170)

Issue of shares upon R ERERE R
exercise of share options~ (Hf5E31)

(note 31) 175 715,200 - - - - - - 726,375 - 726,375
Acquisition of subsidiaries  YEHBAR

(note 34) (Hisk34) - - - - - - - - - 183929 4283929
Changes in equity ERiERRE)

for the year (32,305)  (3132,830) 6524819  (1299,064)  (1,546,189) - 76634000  (16,741620) 60406811 45864811 106,271,622

At 31 December 2011 RZE—-F
tZR=1-A 11,128,775 262503156 16,656,559 (1,122,888) 3287717 12,134 281,919,234 - b74384687 53201987 627586674
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Consolidated Statement of Cash Flows
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For the year ended 31 December 2011 HEZE=-ZE—— &+ -A=1+—HIEFE

2011 2010
—E—-F —T-TF
HK$ HK$
BT BT
CASH FLOWS FROM OPERATING ACTIVITIES RE(¥KvEHERE
Profit before tax A Al 89,087,570 137,486,506
Adjustments for: HER
Listing expenses iilaha - 18,656,750
Finance costs BERA 551,590 -
Interest income FEHA (2,305,847) (1,888,348)
Gain on disposal of available-for-sale & A ERE W
investments - (584,963)
Net loss/(gain) on disposals of property, HEWE BERAESE/
plant and equipment (Mias) 55 1,750,415 (9,046,364)
Warranty provisions, net RERBTE 508,173 2,950,126
Depreciation, net of amounts capitalised E  HBREBEAMERD
to long term contracts BHRFIE 5,131,300 2,642,740
Amortisation of intangible assets BEEEE 1,971,453 =
Inventories written back BOfFE (200,277) (258,684)
Impairment of property, plant and equipment W - BE R ERE 4,992,000 =
Provision for impairment of trade and B SN H R ERRE E
retention receivables RERE 4,121,250 2,539,844
Provision for impairment of trade and REB S RN R ERIRE 2R ER
retention receivables written back (2,534,436) (3,330,976)
Share of losses of jointly controlled entities [EE R HIERER 6,303,305 =
Gain on remeasuring the jointly controlled REBAHEBRATEENIE
entities at fair value on business combination HEEH B R (7,769,080) =
Share-based payments PARR D BETE T 3R 6,524,819 5,496,410
Operating profit before working capital changes ‘@& & & #E)p1 & 25 108,132,235 154,663,041
Decrease in rental and utility deposits e kRS 634,866 895,034
Decrease in inventories FERLD 674,447 247,748
Decrease in net gross amount due from and AR TIRERRENER
due to customers for contract work FERD (137,272,583) (144,312,924)
(Increasel/decrease in trade Z SRR EIRE S (20) /R
and retention receivables (28,139,208) 78,433,573
Increase in prepayments, deposits TR ZE REAMEYEUE M
and other receivables (9,106,964) (19,045,803)
Increase in trade and bills payables EC BV ANES el 14,383,412 2,865,620
Decrease in warranty provisions, net REBBIERD (2,730,050) (390,264)
Increase/(decrease) in other payables HitENR R BT EREN (L)
and accruals 5,382,561 (15,426,150)
Cash (used in)/generated from operations LA/ sz is (48,041,284) 57,929,875
Income tax paid, net B FTEHFE (14,379,777) (33,119,025)
Interest paid BFE (630,514) =
Net cash (used in)/generated from operating BRI (A, 2R 3E
activities (63,051,575) 24,810,850
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Consolidated Statement of Cash Flows

FEHSRER

For the year ended 31 December 2011 HEZ=-ZE——&+-A=1+—HIFE

2011 2010
—E—-F —T-TF
Note HK$ HK$
k3 B BT
CASH FLOWS FROM INVESTING ACTIVITIES REXHKzHERE

Acquisition of subsidiaries WERB AR 34 (227,406,101) =
Purchases of property, plant and equipment BEME « BER&HE (58,721,473) (1,693,206)
Purchase of available-for-sale investments BEAHNLERE (19,500,000) (23,400,000)

Proceeds from disposals of property, HEWE « BEREEMEHE

plant and equipment 447,398 13,442,858
Proceeds from disposals of available-for-sale HER R EREMGHE

investments 11,453,000 17,685,963
Interest received B MH B 2,538,612 1,499,583
Decrease/(increase) in pledged time deposits BEATEHFETRD /() 38,303,085 (25,622,051)
Net cash used in investing activities RETHMA RS (252,885,479) (18,086,853)
CASH FLOWS FROM FINANCING ACTIVITIES RETH HERE
Bank loans raised BESEITER 13,611,895 -
Repayment of bank loans Eﬁfﬂ/_%% (121,699) =
Trust receipt loans raised, net SR ETFE 41,819,750 -
Repayment of finance lease payables 15 E%Hﬁﬁiﬂgﬁ (156,309) =
Proceeds from issue of shares BIRIMETE R 726,375 320,665,000
Repurchase of shares AEE) (3,912,960) (3,646,140)
Share issue and listing expenses BHEITR EMHAX - (36,675,200)
Dividends paid EREE (16,720,170) (239,341,620)
Net cash generated from financing activities REEHME RS FE 35,246,882 41,002,040
NET (DECREASE)/INCREASE IN CASH AND BERBEZEBNORD),/

CASH EQUIVALENTS EnEE (280,690,172) 47726,037
Effect of foreign exchange rate changes SVEETE R By R e (1,965,151) 808,769
CASH AND CASH EQUIVALENTS FNRERBEEEEY

AT BEGINNING OF YEAR 364,218,996 315,684,190
CASH AND CASH EQUIVALENTS FREERAEEEN

AT END OF YEAR 81,563,673 364,218,996
ANALYSIS OF CASH AND BEeRBEEEYIM

CASH EQUIVALENTS
Bank and cash balances FITRBR R 25 81,563,673 364,218,996
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54

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands as an
exempted company with limited liability under the Companies
Law of the Cayman Islands. The address of its registered office
is PO. Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman
Islands. The address of its principal place of business is 16/F, Eight
Commercial Tower, No. 8 Sun Yip Street, Chai Wan, Hong Kong.
The Company's shares have been listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
since 30 March 2010.

During the year, the Group was involved in the facade contracting
business, including the design, engineering, manufacture and
installation of curtain wall systems made primarily of fabricated
aluminium cladding, stainless steel and glass.

In the opinion of the directors of the Company, as at 31 December
2011, Showmost Group Limited (“Showmost”), a company
incorporated in the British Virgin Islands, is the immediate parent;
Lotus China Fund Il, L.P, a private equity fund incorporated in
the Cayman Islands, is the ultimate parent and controlling party
of the Company.

ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all the new and revised
International Financial Reporting Standards (“IFRSs”) that are
relevant to its operations and effective for its accounting year
beginning on 1 January 2011. IFRSs comprise International Financial
Reporting Standards; International Accounting Standards (“IAS");
and Interpretations. The adoption of these new and revised IFRSs
did not result in significant changes to the Group’s accounting
policies, presentation of the Group's financial statements and
amounts reported for the current year and prior years.

The Group has not applied the new IFRSs that have been issued
but are not yet effective. The Group has already commenced an
assessment of the impact of these new IFRSs but is not yet in a
position to state whether these new IFRSs would have a material
impact on its results of operations and financial position.
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Notes to the Financial Statements
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For the year ended 31 December 2011 & =—ZF——&+=-A=1+—HIFE

SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance
with IFRSs and the applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock Exchange and by
the Hong Kong Companies Ordinance.

These financial statements have been prepared under the historical
cost convention, as modified by the revaluation of investments
which are carried at their fair values.

The preparation of financial statements in conformity with IFRSs
requires the use of certain key assumptions and estimates. It also
requires the directors to exercise its judgements in the process
of applying the accounting policies. The areas involving critical
judgements and areas where assumptions and estimates are
significant to these financial statements, are disclosed in note 4
to the financial statements.

The significant accounting policies applied in the preparation of
these financial statements are set out below.

(A) CONSOLIDATION

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
31 December. Subsidiaries are entities over which the Group
has control. Control is the power to govern the financial and
operating policies of an entity so as to obtain benefits from its
activities. The existence and effect of potential voting rights
that are currently exercisable or convertible are considered
when assessing whether the Group has control.

Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are de-consolidated from
the date the control ceases.

The gain or loss on the disposal of a subsidiary that results
in a loss of control represents the difference between (i) the
fair value of the consideration of the sale plus the fair value
of any investment retained in that subsidiary and (i) the
Company's share of the net assets of that subsidiary plus any
remaining goodwill relating to that subsidiary and any related
accumulated foreign currency translation reserve.

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the
policies adopted by the Group.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

56

(A)

(B)

CONSOLIDATION (Continued)

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company. Non-
controlling interests are presented in the consolidated
statement of financial position and consolidated statement
of changes in equity within equity. Non-controlling interests
are presented in the consolidated income statement and
consolidated statement of comprehensive income as an
allocation of profit or loss and total comprehensive income
for the year between the non-controlling shareholders and
owners of the Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling shareholders even if this results in the
non-controlling interests having a deficit balance.

Changes in the Company's ownership interest in a subsidiary
that do not result in a loss of control are accounted for as equity
transactions (i.e. transactions with owners in their capacity
as owners). The carrying amounts of the controlling and
non-controlling interests are adjusted to reflect the changes
in their relative interests in the subsidiary. Any difference
between the amount by which the non-controlling interests
are adjusted and the fair value of the consideration paid or
received is recognised directly in equity and attributed to the
owners of the Company.

In the Company's statement of financial position the
investments in subsidiaries are stated at cost less allowance
for impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable.

BUSINESS COMBINATION AND GOODWILL

The acquisition method is used to account for the acquisition
of a subsidiary in a business combination. The cost of
acquisition is measured at the acquisition-date fair value
of the assets given, equity instruments issued, liabilities
incurred and contingent consideration. Acquisition-related
costs are recognised as expenses in the periods in which the
costs are incurred and the services are received. Identifiable
assets and liabilities of the subsidiary in the acquisition are
measured at their acquisition-date fair values.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(B)

BUSINESS COMBINATION AND GOODWILL (Continued)

The excess of the cost of acquisition over the Company's
share of the net fair value of the subsidiary’s identifiable
assets and liabilities is recorded as goodwill. Any excess of
the Company'’s share of the net fair value of the identifiable
assets and liabilities over the cost of acquisition is recognised
in consolidated profit or loss as a gain on bargain purchase
which is attributed to the Company.

In a business combination achieved in stages, the previously
held equity interest in the subsidiary is remeasured at its
acquisition-date fair value and the resulting gain or loss is
recognised in consolidated profit or loss. The fair value is
added to the cost of acquisition to calculate the goodwill.

If the changes in the value of the previously held equity interest
in the subsidiary were recognised in other comprehensive
income (for example, available-for-sale investment), the
amount that was recognised in other comprehensive income
is recognised on the same basis as would be required if the
previously held equity interest were disposed of.

Goodwill is tested annually for impairment or more frequently
if events or changes in circumstances indicate that it might
be impaired. Goodwill is measured at cost less accumulated
impairment losses. The method of measuring impairment
losses of goodwill is the same as that of other assets as
stated in the accounting policy (z) below. Impairment losses
of goodwill are recognised in consolidated profit or loss
and are not subsequently reversed. Goodwill is allocated to
cash-generating units that are expected to benefit from the
synergies of the acquisition for the purpose of impairment
testing.

The non-controlling interests in the subsidiary are initially
measured at the non-controlling shareholders’ proportionate
share of the net fair value of the subsidiary’s identifiable
assets and liabilities at the acquisition date.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

58

(C)

JOINT VENTURE

A joint venture is a contractual arrangement whereby the
Group and other parties undertake an economic activity that
is subject to joint control. Joint control is the contractually
agreed sharing of control over the economic activity when
the strategic financial and operating decisions relating to the
activity require the unanimous consent of the parties sharing
control (the “venturers”).

A jointly controlled entity is a joint venture that involves the
establishment of a separate entity in which each venturer
has an interest.

Investment in a jointly controlled entity is accounted for in
the consolidated financial statements by the equity method
and is initially recognised at cost. ldentifiable assets and
liabilities of the jointly controlled entity in an acquisition are
measured at their fair values at the acquisition date. The
excess of the cost of acquisition over the Group's share of
the net fair value of the jointly controlled entity’s identifiable
assets and liabilities is recorded as goodwill. The goodwill
is included in the carrying amount of the investment and
is tested for impairment together with the investment at
the end of each reporting period when there is objective
evidence that the investment is impaired. Any excess of the
Group's share of the net fair value of the identifiable assets
and liabilities over the cost of acquisition is recognised in
consolidated profit or loss.

The Group's share of a jointly controlled entity's post-
acquisition profits or losses is recognised in consolidated
profit or loss, and its share of the post-acquisition movements
in reserves is recognised in the consolidated reserves. The
cumulative post-acquisition movements are adjusted against
the carrying amount of the investment. When the Group's
share of losses in a jointly controlled entity equals or exceeds
its interest in the jointly controlled entity, including any
other unsecured receivables, the Group does not recognise
further losses, unless it has incurred obligations or made
payments on behalf of the jointly controlled entity. If the
jointly controlled entity subsequently reports profits, the
Group resumes recognising its share of those profits only
after its share of the profits equals the share of losses not
recognised.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(C)

(D)

JOINT VENTURE (Continued)

The gain or loss on the disposal of a jointly controlled entity
that results in a loss of joint control represents the difference
between (i) the fair value of the consideration of the sale
plus the fair value of any investment retained in that jointly
controlled entity and (ii) the Group’s share of the net assets
of that jointly controlled entity plus any remaining goodwill
relating to that jointly controlled entity and any related
accumulated foreign currency translation reserve.

Unrealised profits on transactions between the Group and
its jointly controlled entities are eliminated to the extent
of the Group’s interests in the jointly controlled entities.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of jointly controlled entities have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

FOREIGN CURRENCY TRANSLATION
()  FUNCTIONAL AND PRESENTATION CURRENCY

[tems included in the financial statements of each of
the Group's entities are measured using the currency of
the primary economic environment in which the entity
operates (the “functional currency”). The consolidated
financial statements are presented in Hong Kong
dollars (“HK$"), which is the Company's functional and
presentation currency.

() TRANSACTIONS AND BALANCES IN EACH ENTITY'S
FINANCIAL STATEMENTS

Transactions in foreign currencies are translated into
the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies
are translated at the exchange rates at the end of each
reporting period. Gain and losses resulting from this
translation policy are recognised in profit or loss.

Non-monetary items that are measured at fair values in
foreign currencies are translated using the exchange rates
at the dates when the fair values are determined.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

60

(D)
(1)

(1)

Far East Global Group Limited

FOREIGN CURRENCY TRANSLATION (Continued)

TRANSACTIONS AND BALANCES IN EACH ENTITY’S
FINANCIAL STATEMENTS (Continued)

When a gain or loss on a non-monetary item is
recognised in other comprehensive income, any
exchange component of that gain or loss is recognised
in other comprehensive income. When a gain or loss on
a non-monetary item is recognised in profit or loss, any
exchange component of that gain or loss is recognised
in profit or loss.

TRANSLATION ON CONSOLIDATION

The results and financial position of all the Group
entities that have a functional currency different from
the Company's presentation currency are translated into
the Company’s presentation currency as follows:

—  Assets and liabilities for each statement of financial
position presented are translated at the closing
rate at the date of that statement of financial
position;

- Income and expenses for each income statement
are translated at average exchange rates (unless
this average is not a reasonable approximation of
the cumulative effect of the rates prevailing on
the transaction dates, in which case income and
expenses are translated at the exchange rates on
the transaction dates); and

—  All resulting exchange differences are recognised
in the foreign currency translation reserve.

On consolidation, exchange differences arising from
the translation of the net investment in foreign entities
and of borrowings are recognised in the foreign
currency translation reserve. When a foreign operation
is sold, such exchange differences are recognised in
consolidated profit or loss as part of the gain or loss
on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at the
closing rate.
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Notes to the Financial Statements

A F5ER R Pl 5t

For the year ended 31 December 2011 & =—ZF——&+=-A=1+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(E)

PROPERTY, PLANT AND EQUIPMENT

All property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and impairment losses.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance are
recognised in profit or loss during the period in which they
are incurred.

Depreciation of property, plant and equipment is calculated
at rates sufficient to write off their cost less their residual
values over the estimated useful lives on a straight-line basis.
The principal useful lives are as follows:

Freehold land
Land and buildings

Not depreciated
Over the lease terms

Leasehold improvements 4 years
Plant and machinery 5 years
Furniture, fixtures and equipment 5 years
Motor vehicles 4 — 5 years
Tools and moulds 4 years

The residual values, useful lives and depreciation method
are reviewed and adjusted, if appropriate, at the end of each
reporting period.

Construction in progress represents buildings under
construction and plant and machinery pending installation,
and is stated at cost less impairment losses. Depreciation
begins when the relevant assets are available for use.

The gain or loss on disposal of property, plant and equipment
is the difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised in
profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

62

(F)

(G)

(H)

NON-CURRENT ASSETS HELD FOR SALE

Non-current assets are classified as held for sale if their
carrying amount will be recovered principally through a sale
transaction rather than through continuing use. This condition
is regarded as met only when the sale is highly probable and
the assets are available for immediate sale in their present
condition. The Group must be committed to the sale, which
should be expected to qualify for recognition as a completed
sale within one year from the date of classification.

Non-current assets classified as held for sale are measured
at the lower of the assets’ previous carrying amount and fair
value less costs to sell.

INTANGIBLE ASSETS

Intangible assets represent project backlogs acquired in
business combination that are recognised at fair value on
initial recognition. Subsequent to initial recognition, intangible
assets are stated at cost less accumulated amortisation and
impairment losses.

Amortisation is charged to profit or loss over the estimated
lives of the underlying projects based on the percentage of
work performed during the period.

LEASES
()  OPERATING LEASES

Leases that do not substantially transfer to the Group
all the risks and rewards of ownership of assets are
accounted for as operating leases. Lease payments
(net of any incentives received from the lessor) are
recognised as an expense on a straight-line basis over
the lease term.

FINANCE LEASES

Leases that substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted
for as finance leases. At the commencement of the
lease term, a finance lease is capitalised at the lower of
the fair value of the leased asset and the present value
of the minimum lease payments, each determined at
the inception of the lease.

(1)
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(H)

U]

(J)

LEASES (Continued)
(I1)  FINANCE LEASES (Continued)

The corresponding liability to the lessor is included in the
statement of financial position as finance lease payable.
Lease payments are apportioned between the finance
charge and the reduction of the outstanding liability. The
finance charge is allocated to each period during the
lease term so as to produce a constant periodic rate of
interest on the remaining balance of the liability.

Assets under finance leases are depreciated the same
as owned assets.

INVENTORIES

Inventories for construction contracts, comprising raw
materials and consumables, are stated at the lower of cost
and net realisable value. Cost is determined using the first-in,
first-out basis. Net realisable value is determined by reference
to the underlying specific contracts in progress in which the
inventories will ultimately be used.

CONSTRUCTION CONTRACTS

When the outcome of a construction contract can be estimated
reliably, contract costs are recognised as an expense by
reference to the stage of completion of the contract at the end
of the reporting period. When it is probable that total contract
costs will exceed total contract revenue, the expected loss is
recognised as an expense immediately. WWhen the outcome of
a construction contract cannot be estimated reliably, contract
costs are recognised as an expense in the period in which
they are incurred.

Construction contracts in progress at the end of the reporting
period are recorded in the statement of financial position at
the amount of costs incurred plus recognised profits less
recognised losses and progress billings, and are presented
in the statement of financial position as “Gross amount due
from customers for contract work" When progress billings
exceed costs incurred plus recognised profits less recognised
losses, the surplus is recorded in the statement of financial
position as “Gross amount due to customers for contract
work" Progress billings not yet paid by the customer are
included in the statement of financial position under “Trade
receivables’ Amounts received before the related work is
performed are included in the statement of financial position
under “Trade payables”
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

64

(K)

(L)

RECOGNITION AND DERECOGNITION OF FINANCIAL
INSTRUMENTS

Financial assets and financial liabilities are recognised in the
statement of financial position when the Group becomes a
party to the contractual provisions of the instruments.

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards of
ownership of the assets; or the Group neither transfers nor
retains substantially all the risks and rewards of ownership
of the assets but has not retained control on the assets. On
derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration
received and the cumulative gain or loss that had been
recognised in other comprehensive income is recognised
in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in profit or loss.

INVESTMENTS

Investments are recognised and derecognised on a trade
date basis where the purchase or sale of an investment
is under a contract whose terms require delivery of the
investment within the timeframe established by the market
concerned, and are initially measured at fair value, plus
directly attributable transaction costs.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

Available-for-sale financial assets are non-derivative financial
assets not classified as trade and other receivables, held-
to-maturity investments or financial assets at fair value
through profit or loss. Available-for-sale financial assets are
subsequently measured at fair value. Gains or losses arising
from changes in fair value of these investments are recognised
in other comprehensive income, until the investments are
disposed of or there is objective evidence that the investments
are impaired, at which time the cumulative gains or losses
previously recognised in other comprehensive income are
recognised in the profit or loss. Interest calculated using the
effective interest method is recognised in profit or loss.

Far East Global Group Limited  Annual Report 2011
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(L)

INVESTMENTS (Continued)
AVAILABLE-FOR-SALE FINANCIAL ASSETS (Continued)

Impairment losses recognised in profit or loss for equity
investments classified as available-for-sale financial assets
are not subsequently reversed through profit or loss.
Impairment losses recognised in profit or loss for debt
instruments classified as available-for-sale financial assets
are subsequently reversed and recognised in profit or loss
if an increase in the fair value of the instruments can be
objectively related to an event occurring after the recognition
of the impairment loss.

(M) TRADE AND OTHER RECEIVABLES

(N)

Trade and other receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market and are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method, less allowance for impairment. An allowance
for impairment of trade and other receivables is established
when there is objective evidence that the Group will not
be able to collect all amounts due according to the original
terms of receivables. The amount of the allowance is the
difference between the receivables’ carrying amount and the
present value of estimated future cash flows, discounted at
the effective interest rate computed at initial recognition. The
amount of the allowance is recognised in profit or loss.

Impairment losses are reversed in subsequent periods
and recognised in profit or loss when an increase in the
receivables’ recoverable amount can be related objectively
to an event occurring after the impairment was recognised,
subject to the restriction that the carrying amount of the
receivables at the date the impairment is reversed shall not
exceed what the amortised cost would have been had the
impairment not been recognised.

CASH AND CASH EQUIVALENTS

For the purpose of the statement of cash flows, cash and
cash equivalents represent cash at bank and on hand, demand
deposits with banks and other financial institutions, and short-
term highly liquid investments which are readily convertible
into known amounts of cash and subject to an insignificant
risk of change in value. Bank overdrafts which are repayable
on demand and form an integral part of the Group’s cash
management are also included as a component of cash and
cash equivalents.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

66

(0)

(P)

(Q)

(R)

(S)

FINANCIAL LIABILITIES AND EQUITY INSTRUMENTS

Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument under IFRSs. An equity instrument is any
contract that evidences a residual interest in the assets of
the Group after deducting all of its liabilities. The accounting
policies adopted for specific financial liabilities and equity
instruments are set out below.

BORROWINGS

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the end of the reporting
period.

FINANCIAL GUARANTEES CONTRACT LIABILITIES

Financial guarantee contract liabilities of the Company are
measured initially at their fair values and are subsequently
measured at the higher of:

- the amount of the obligations under the contracts, as
determined in accordance with IAS 37 “Provisions,
Contingent Liabilities and Contingent Assets”; and

- the amount initially recognised less cumulative
amortisation recognised in profit or loss on a straight-
line basis over the terms of the guarantee contracts.

TRADE AND OTHER PAYABLES

Trade and other payables are stated initially at their fair value
and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting
would be immaterial, in which case they are stated at cost.

EQUITY INSTRUMENTS

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Far East Global Group Limited  Annual Report 2011
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(T)

(V)

REVENUE RECOGNITION

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable
that the economic benefits will flow to the Group and the
amount of revenue can be measured reliably.

When the outcome of a construction contract can be estimated
reliably, revenue from a fixed price contract is recognised
using the percentage of completion method, measured by
reference to the percentage of contract costs incurred to
date to the estimated total contract costs for the contract;
and revenue from a cost plus contract is recognised by
reference to the recoverable costs incurred during the period
plus an appropriate proportion of the total fee, measured by
reference to the proportion that costs incurred to date bear
to the estimated total costs of the contract.

When the outcome of a construction contract cannot be
estimated reliably, revenue is recognised only to the extent of
contract costs incurred that is probable to be recoverable.

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

EMPLOYEE BENEFITS
()  EMPLOYEE LEAVE ENTITLEMENTS

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

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.

(ll) PENSION OBLIGATIONS

The Group contributes to defined contribution retirement
schemes which are available to all employees.
Contributions to the schemes by the Group and
employees are calculated as a percentage of employees’
basic salaries. The retirement benefit scheme cost
charged to profit or loss represents contributions
payable by the Group to the funds.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

68

(V)

(V)

(w)

EMPLOYEE BENEFITS (Continued)
(Ill) TERMINATION BENEFITS

Termination benefits are recognised when, and only
when, the Group demonstrably commits itself to
terminate employment or to provide benefits as a result
of voluntary redundancy by having a detailed formal plan
which is without realistic possibility of withdrawal.

SHARE-BASED PAYMENTS

The Group issues equity-settled share-based payments to
certain directors, employees and business partners.

Equity-settled share-based payments to directors and
employees are measured at fair value (excluding the effect
of non market-based vesting conditions) of the equity
instruments at the date of grant. The fair value determined
at the grant date of the equity-settled share-based payments
is expensed on a straight-line basis over the vesting period,
based on the Group's estimate of shares that will eventually
vest and adjusted for the effect of non market-based vesting
conditions.

Equity-settled share-based payments to business partners
are measured at the fair value of the services rendered or
if the fair value of the services rendered cannot be reliably
measured, at the fair value of the equity instruments granted.
The fair value is measured at the date the Group receives
the services and is recognised as expense.

BORROWING COSTS

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are capitalised
as part of the cost of those assets, until such time as the
assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for
capitalisation.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(W) BORROWING COSTS (Continued)

(X)

To the extent that funds are borrowed generally and used
for the purpose of obtaining a qualifying asset, the amount
of borrowing costs eligible for capitalisation is determined
by applying a capitalisation rate to the expenditures on that
asset. The capitalisation rate is the weighted average of the
borrowing costs applicable to the borrowings of the Group
that are outstanding during the period, other than borrowings
made specifically for the purpose of obtaining a qualifying
asset.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

TAXATION

Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit recognised in profit
or loss because it excludes items of income or expense
that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. The
Group's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end
of the reporting period.

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognised
for all taxable temporary differences and deferred tax assets
are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary
differences, unused tax losses or unused tax credits can be
utilised. Such assets and liabilities are not recognised if the
temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other
assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, and interests in joint ventures, except where
the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference
will not reverse in the foreseeable future.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(X) TAXATION (Continued)

70

(Y)

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

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the asset
is realised, based on tax rates that have been enacted or
substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it
relates to items recognised in other comprehensive income
or directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in
equity.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.

RELATED PARTIES

A related party is a person or entity that is related to the
Group.

(A) A person or a close member of that person’s family is

related to the Group if that person:
(i) has control or joint control over the Group;
(i) bhas significant influence over the Group; or

(iii)

is a member of the key management personnel
of the Company or of a parent of the Company.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(Y)

(2)

RELATED PARTIES (Continued)

(B) An entity is related to the Group (reporting entity) if any
of the following conditions applies:

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

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

(i) Both entities 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. If the Group is itself
such a plan, the sponsoring employers are also
related to the Group.

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

(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).

IMPAIRMENT OF ASSETS

At the end of each reporting period, the Group reviews
the carrying amounts of its tangible and intangible assets
except goodwill assets arising from construction contracts,
investments, inventories and receivables to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to
determine the extent of any impairment loss. \Where it is not
possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the
cash generating unit to which the asset belongs.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

72

()

IMPAIRMENT OF ASSETS (Continued)

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset.

If the recoverable amount of an asset or cash-generating unit
is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to
its recoverable amount. An impairment loss is recognised
immediately in profit or loss, unless the relevant asset is
carried at a revalued amount, in which case the impairment
loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit is increased to
the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying
amount that would have been determined (net of amortisation
or depreciation) had no impairment loss been recognised for
the asset or cash-generating unit in prior years. A reversal of
an impairment loss is recognised immediately in profit or loss,
unless the relevant asset is carried at a revalued amount, in
which case the reversal of the impairment loss is treated as
a revaluation increase.

(AA) PROVISIONS AND CONTINGENT LIABILITIES

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

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

(BB) EVENTS AFTER THE REPORTING PERIOD

Events after the reporting period that provide additional
information about the Group's position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and
are reflected in the financial statements. Events after the
reporting period that are not adjusting events are disclosed
in the notes to the financial statements when material.

4. CRITICAL JUDGEMENTS AND KEY ESTIMATES

CRITICAL JUDGEMENTS INAPPLYING ACCOUNTING POLICIES

In the process of applying the accounting policies, the directors
have made the following judgements that have the most significant
effect on the amounts recognised in the financial statements (apart
from those involving estimations, which are dealt with below).

(A) ACCOUNTING FORVARIATION ORDERS OF CONSTRUCTION
CONTRACTS

The Group makes claims for additional work performed, which
may arise either under specific circumstances provided for
under the contracts or due to variation made to the contract
specifications by customers. Where the amounts of such
claims have not been formally agreed at the end of reporting
period, the amount recoverable as estimated by management
is included in the contract value in determining the estimated
profit or foreseeable loss on the contract.

(B) RECOGNITION OF CONTRACT COSTS

Note 35(b) to the financial statements describes the dispute
with a supplier relating to the quality of materials supplied to
the Group. The materials were delivered to the Group and the
related costs amounted to HK$6,106,711 were recognised in
profit or loss during the year ended 31 December 2010. During
the year ended 31 December 2011, the Group identified that
the materials failed to meet the contractual specifications as
stated in the supply agreement entered into between the
Group and the supplier. Accordingly, the Group requested
to return the materials to the supplier which has not yet
agreed by the supplier as at 31 December 2011. Under such
circumstances, the Group considered whether it was more
appropriate to derecognise the trade payables relating to the
materials in dispute in the current year.
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CRITICAL JUDGEMENTS AND KEY ESTIMATES

(Continued)

CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING POLICIES
(Continued)

(B) RECOGNITION OF CONTRACT COSTS (Continued)

In making its judgement, the Group assessed the Group's
liability and obligation under the terms of supply agreement.
After such assessment, the directors are satisfied that it is
appropriate to derecognise the trade payables relating to the
materials in dispute in the current year, in conjunction with
a disclosure for the contingent liabilities.

KEY SOURCES OF 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 discussed below.

(A) REVENUE AND PRO FIT RECOGNITION OF CONSTRUCTION
CONTRACTS

The Group estimated the percentage of completion of
construction contracts by reference to the proportion that
contract costs incurred for work performed to date to the
estimated total costs for the contracts. When the final cost
incurred by the Group is different from the amounts that were
initially budgeted, such differences will impact the revenue
and the profit or loss recognised in the period in which
such determination is made. Budget cost of each project
will be reviewed periodically and revised accordingly where
significant variances are noted during the revision.

(B) INCOME TAXES

The Group is subject to income taxes in several jurisdictions.
Significant estimates are required in determining the provision
forincome taxes. There are many transactions and calculations
for which the ultimate tax determination is uncertain during
the ordinary course of business. Where the final tax outcome
of these matters is different from the amounts that were
initially recorded, such differences will impact the income
tax and deferred tax provisions in the period in which such
determination is made.
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4. CRITICAL JUDGEMENTS AND KEY ESTIMATES

(Continued)

KEY SOURCES OF ESTIMATION UNCERTAINTY (Continued)
(C) IMPAIRMENT OF GOODWILL

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating unit
to which goodwill has been allocated. The value in use
calculation requires the Group to estimate the future cash
flows expected to arise from the cash-generating unit and
a suitable discount rate in order to calculate the present
value.

(D) IMPAIRMENT LOSSES FOR BAD AND DOUBTFUL DEBTS

The Group makes impairment loss for bad and doubtful debts
based on assessments of the recoverability of the trade and
retention receivables, including the current creditworthiness
and the past collection history of each debtor. Impairments
arise where events or changes in circumstances indicate
that the balances may not be collectible. The identification
of bad and doubtful debts requires the use of judgement
and estimates. Where the actual result is different from the
original estimate, such difference will impact the carrying
value of the trade and retention receivables and doubtful
debt expenses in the period in which such estimate has been
changed. If the financial conditions of the debtors were to
deteriorate, resulting in an impairment of their ability to make
payments, additional allowances may be required.

(E) PROPERTY, PLANTAND EQUIPMENT AND DEPRECIATION

The Group determines the estimated useful lives, residual
values and related depreciation charges for the Group's
property, plant and equipment. This estimate is based on
the historical experience of the actual useful lives and
residual values of property, plant and equipment of similar
nature and functions. The Group will revise the depreciation
charge where useful lives and residual values are different to
those previously estimated, or it will write-off or write-down
technically obsolete or non-strategic assets that have been
abandoned or sold.

(F) SHARE-BASED PAYMENT EXPENSES

The fair value of the share options granted to the directors
and employees at the respective date of grant is expensed
over the vesting period with a corresponding adjustment to
the share-based payment reserve.
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CRITICAL JUDGEMENTS AND KEY ESTIMATES

(Continued)

KEY SOURCES OF ESTIMATION UNCERTAINTY (Continued)
(F) SHARE-BASED PAYMENT EXPENSES (Continued)

In assessing the fair value of the share options granted,
the Black-Scholes option pricing model (the “Black-Scholes
Model”) was used. The Black-Scholes Model is one of the
generally accepted methodologies used to calculate the fair
value of the share options. The Black-Scholes Model requires
the input of subjective assumptions, including the expected
dividend yield and expected life of options. Any changes in
these assumptions can significantly affect the estimate of
the fair value of the share options.

(G) FAIR VALUE AND IMPAIRMENT OF INVESTMENTS

The Group classifies certain assets as available-for-sale
investments and changes in their fair values are recognised
as other comprehensive income. The fair value of unlisted
available-forsale investments is determined with reference
to the quoted market price or secondary market redemption
price as provided by the issuer. When the fair value declines,
management makes judgement to determine whether there is
an impairment that should be recognised in profit or loss.

(H) INTANGIBLE ASSETS AND AMORTISATION

The Group determines related amortisation charges of project
backlogs. The Group will revise the amortisation charge where
the estimated lives of underlying projects are different from
previously estimated.

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks: foreign
currency risk, price risk, credit risk, liquidity risk and interest rate
risk. The Group's overall risk management programme focuses on
the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group's financial performance.

(A) FOREIGN CURRENCY RISK

The Group's foreign currency exposures primarily arise from
certain sales or purchases by operating units in currencies
other than the unit’s functional currency, where these sales
or purchases are mainly denominated in United States Dollar,
Renminbi, United Arab Emirates Dirham, Canadian Dollar and
Singapore Dollar.
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5. FINANCIAL RISK MANAGEMENT (Continued)

(A)

FOREIGN CURRENCY RISK (Continued)

In view of the fact that Hong Kong Dollar is pegged to United
States Dollar, the foreign currency exposure of operating units
having Hong Kong Dollar as functional currency on United
States Dollar transactions and balances is minimal.

At 31 December 2011, if Hong Kong Dollar had weakened/
strengthened 5% against Renminbi, United Arab Emirates
Dirham and Canadian Dollar with all other variables held
constant, the consolidated profit after tax for the year would
have been HK$18,880 (2010: HK$4,823,537), HK$164,208
(2010: HK$488,700) and HK$536,708 (2010: HK$2,441,063)
higher/lower, respectively.

At 31 December 2011, if Hong Kong Dollar had weakened/
strengthened 5% against Singapore Dollar with all other
variables held constant, the consolidated profit after tax for
the year would have been HK$194,683 (2010: HK$485,254)
lower/higher.

At 31 December 2011, if Canadian Dollar had weakened/
strengthened 5% against United States Dollar with all other
variables held constant, the consolidated profit after tax for the
year would have been HK$2,736,423 (2010: HK$1,341,961)
higher/lower.

During the year ended 31 December 2010, the Group
entered into a net-settled Renminbi/United States Dollar
non-deliverable structured forward contract with a monthly
notional amount of US$500,000 for a 24-month period
beginning in January 2011. Under this contract, the Group has
the opportunity to receive a monthly Renminbi denominated
payment in United States Dollar if the market exchange rate
is below 6.90 for a maximum period of 15 months. However,
the Group is obliged to buy Renminbi at a fixed exchange
rate of 6.90 if the market exchange rate is above 6.90. The
contract will be terminated if the market Renminbi/United
States Dollar exchange rate is below 6.90 for more than 15
months during the 24-month period.

The above foreign exchange forward contract did not qualify
for hedge accounting under the requirement of IAS 39
Financial Instruments: Recognition and Measurement, and
was cancelled during the year ended 31 December 2011.

The Group currently does not have a formal foreign currency
hedging policy in respect of foreign currency transactions,
assets and liabilities. However, the Group monitors foreign
exchange exposure and will consider hedging significant
foreign currency exposure should the need arise.
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5. FINANCIAL RISK MANAGEMENT (Continued)

78

(B)

(C)

(D)

PRICE RISK

The Group's available-forsale investments are measured at
fair value at the end of each reporting period. Therefore, the
Group is exposed to security price risk. The directors manage
this exposure by maintaining a portfolio of investments with
difference risk profiles.

At 31 December 2011, if the prices of the respective
securities had been 5% higher/lower with all other variables
held constant, the consolidated other comprehensive
income would increase/decrease by HK$2,731,856 (2010:
HK$2,394,459) as a result of gains/losses on investments
classified as available-for-sale.

CREDIT RISK

The carrying amount of the pledged time deposits, bank and
cash balances, trade and retention receivables and available-
for-sale investments included in the consolidated statement of
financial position represents the Group's maximum exposure
to credit risk in relation to the Group's financial assets.

The Group has policies in place to ensure that sales are
made to customers with an appropriate credit history. In
addition, the directors review the recoverable amount of
each individual trade debt regularly to ensure that adequate
impairment losses are recognised for irrecoverable debts.
In this regard, the directors consider that the Group’s credit
risk is significantly reduced.

The Group has no significant concentration of credit risk,
with exposure spread over a number of counterparties and
customers.

The credit risk on pledged time deposits and bank and cash
balances is limited because the counterparties are banks
with high credit-ratings assigned by international credit-rating
agencies.

The credit risk on investments is limited because the
counterparties are well-established securities broker firms
in Hong Kong.

LIQUIDITY RISK

The Group's policy is to regularly monitor current and expected
liquidity requirements to ensure that it maintains sufficient
reserves of cash to meet its liquidity requirements in the
short and longer term.
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5. FINANCIAL RISK MANAGEMENT (Continued)

(D)

(E)

LIQUIDITY RISK (Continued)

5. BIKEBREE®)

(D)

The maturity analysis of the Group’s financial liabilities is

RBESRR(E)
AEESHAEIZHMBESTAT

as follows:
Less than Between Between
1year 1and2years 2andb5years Overb5 years
(P 1225 2Z5%F BB F
HK$ HK$ HK$ HK$
BT BT BT BT
At 31 December 2011 R=B——F+=HA=t—H
Trade and bills payables B IRENARENERE 87,881,654 - - -
Other payables and accruals HibENR R ETER 41,081,065 - - -
Bank and other borrowings RI7T R EARER 63,104,210 1,983,126 31,592,035 -
Financial lease payables SRAERMR 581,959 424,286 852,509 -
At 31 December 2010 R=ZZ—ZEF+=A=+—H
Trade and bills payables B RNRRENER 52,127627 = = =
Other payables and accruals HibENR R ETER 33,687,567 = - =
INTEREST RATE RISK (E) TR

The Group's exposure to interest-rate risk arises from its
bank deposits and bank borrowings. These deposits and
borrowings bear interests at variable rates varied with the
then prevailing market condition.

At 31 December 2011, if interest rates at that date had been
10 basis points lower/higher with all other variables held
constant, consolidated profit after tax for the year would
have been HK$26,601 higher/lower (2010: HK$153,368) lower/
higher), arising mainly as a result of lower/higher interest

expense on bank borrowings.

REE AN R E R 5 HERITFR
KARTTER - REFRRMEKTIRE R T
MBENRFENFRET R o

R-B——F+-A=+—H  MER%
HEVFI=R T, EF10EES - MAAEHE
fhR] BB RTE - FRBRBARSET
151240, 5 426,601 T( — T — T4 ¢
B 1 HN163,36877T) © EBEHNIRTT
TR F BURA R A1 hnFTER
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5. FINANCIAL RISK MANAGEMENT (Continued)

80

(F)

(G)

CATEGORIES OF FINANCIAL INSTRUMENTS AT THE END
OF THE REPORTING PERIOD

5.

B 75 B B B B (%)
(F) BEHALBMILER
2011 2010
—B——fF —TTF
HK$ HK$
BT HIT

Financial assets:
Loans and receivables
(including cash and
cash equivalents)

THREE
ER R ESR
(BRASEREEEY)

Available-forsale investments  AJ{EHERE

444,478,988 624,725,163
54,637,112 47,889,176

Financial liabilities:
Financial liabilities
at amortised cost

THEE !
REERAGHENERAE

219,572,592 85,815,194

FAIR VALUES

The carrying amounts of the Group’s financial assets and
financial liabilities as reflected in the consolidated statement of
financial position approximate their respective fair values.

Available-for-sale investments represent investments in
various debt and equity instruments. The fair value of these
investments is measured based on quoted prices (unadjusted)
in active markets for identical assets or liabilities.

Far East Global Group Limited

Annual Report 2011

(G)

AT
ARBERASHBRARARRN S A
ERSMABNEEERASENATE
% -

AHEEREBRNZREHIEATA
BIRE - ZERENAFERBHEREE
SR BERERTSREHABNRETE



Notes to the Financial Statements

A F5 R R Pl aE

For the year ended 31 December 2011 HEZ=-ZE——&+-A=1+—HIFE

6. REVENUE/TURNOVER AND SEGMENT 6. W% &£ oPER
INFORMATION

The Group is principally engaged in the facade contracting AEEFBERBINETRER - AEERKE
business. The Group's revenue/turnover represents revenue from EEBRRIESRARE -

construction contracts.

The Group has four reportable segments principally based on AEEFZRBEENMIEBEMEmMS S HES

the geographical locations of the projects and are determined W BT

as follows:

—  North America includes projects in United States of America — JEBREMREBRRIMEXRMIER -
and Canada.

—  Greater China includes projects in the People’s Republic of - AHPEAQFEMNRPEARKEMBEC( A
China (the “PRC"), Hong Kong and Macau. Bll) - BAEKBMAIEE -

—  Asiaincludes projects in Japan, Korea, Singapore and United — DNEEMRBEZAR - BB - Fng R
Arabs Emirates. RIS RBIMIER

—  Others include maintenance projects in all segments and — HMEEMEs BHREEE RUNRKE
projects in countries not included in the above reportable %EJ: nEwmHEBRBERMWIEE ©
segments.

The accounting policies of the operating segments are the same 58 ED Y B R B B B TS SR AR Y RS FT AR

as those described in note 3 to the financial statements. HEE o

/

EM

B E A M BN BIEIATIRE ¢

Segment profits and losses do not include the following items:

—  Other income (including interest income) —  EMEABENSRKA)

- Administrative expenses - fTHRHX

—  Other operating expenses — EhgEmRx

—  Share of losses of jointly controlled entities —  EEERESIEREEE

-  Finance costs — BB

Segment assets do not include the following items: DEEETBFELATIER ¢

- Goodwill - BE

-  Intangible assets - BREE

- Property, plant and equipment — % HEREZE

-  Available-forsale investments — AHHERE

- Inventories - 78

- Non-current assets held for sale — RBEHEZIERDEE

- Gross amount due from customers for contract work — BAEARIEEREFARE

- Prepayments, deposits and other receivables (including non- — AR ReREMERR(EIEIEEE
current rental and utility “deposits) e kKEZRE)

- Current tax assets — AEHIEAE

—  Bank and cash balances and pledged time deposits —  SBRITRReEHRREEREBRFER

ERRREBERLET T —FFRH 81
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6. REVENUE/TURNOVER AND

82

INFORMATION (Continued)

Information about reportable segment profit or loss and assets:

SEGMENT 6. W& "EX£BERsHBER @)

ERZES DRRSERREENER -

North Greater

America China Asia Others Total
itE ApE D) it BE
HK$ HK$ HK$ HK$ HK$
B B B B B
For the year ended 31 December 2011 BZ=F——£+-A=1—-HILEE
Revenue from external customers EEPKE 442,698,530 255,282,787 77240137 72,400,668 847622,122
Reportable segment profits EHHBEH 103541,222 60,240,928 27736202  5:371,342 196,889,694
Unallocated amounts: ROBFE :
Other income 0N 17,013,845
Administrative expenses TBEY (112,969,074 )
Other operating expenses Hih &Y (4,992,000)
Finance costs BERAR (551,590)
Share of losses of jointly LR EESE
controlled entities (6,303,305)
Profit before tax PAD&A 89,087,570
Other material items: HEZHE :
Amortisation B 1,971,453 - - - 1971453
Depreciation il 4,499,463 4,394,595 413,847 222,166 9,530,071
Amount capitalised EXfER (2591,917) (1,339,606)  (252,143)  (215,105) (4,398,771
1,907,546 3,054,989 161,704 7061 5,131,300
Provision for impairment of trade and REE RN RERRE 2 HER R
retention receivables written back (390,000)  (2,144,436) - - (2534,436)
Provision for impairment of trade LA RERRE S RERE
and retention receivables - - 4,121,250 - 4,121,250
As at 31 December 2011 RZB--F+ZA=t-H
Segment assets AHEE 213,343,714  64,717569 18,430,720 11,645,440 308,137443
Property, plant and equipment VIERE 114,467,445
Goodwill HE 159,706,718
Intangible assets BYEE 45,765,833
Available-forsale investments HEHERE 54,637,112
Inventories (31 4,784,916
Gross amount due from customers SR TRENEF LS
for contract work 196,497,357
Non-current assets held for sale HEREZ ERBEE 2,897,383
Prepayments, deposits B RE REMENH
and other receivables 54,009,333
Current tax assets AEHEEE 934,799
Bank and cash balances RORREERR
and pledged time deposits BEATHER 125,944,209
Total assets BELE 1,067,782,548

Far East Global Group Limited
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6. REVENUE/TURNOVER AND

INFORMATION (Continued)

Information about reportable segment profit or loss and assets:

SEGMENT 6. W& #Z£HEkoBER (2)

BER2BOBENIBEREENESR  (F)

(Continued)
North Greater
America China Asia Others Total
% ARE V)| Hify k]
HK$ HK$ HK$ HK$ HKS
B BT B BT B
For the year ended 31 December 2010 HZ-F-ZFE+_A=1-HILEE
Revenue from external customers IR g 385,286,309 346,168,504 54951948  80,257343 866,664,104
Reportable segment profits R 129371619 71663891 8142987 17269569 226,448,066
Unallocated amounts: ROBFE :
Other income HiA 20,228,736
Administrative expenses G (90,533,546)
Other operating expenses Hiy2ERY (18,656,750 )
Profit before tax HADEA 137486,506
Other material items: HEZHE
Depreciation ik 3,054,300 3,647692 424,069 267637 7393,698
Amount capitalised EXfLeE (2,598919)  (1,644824)  (242.274)  (264,941)  (4,750,958)
455,381 2,002,868 181,795 2,696 2,642,740
Provision for impairment of trade BOE SEYG RIENIRE SR ERE
and retention receivables written back (1,609,917)  (1,721,059) - (3,330,976)
Provision for impairment of trade B RN RN S AR
and retention receivables 1,634,844 905,000 - 2,539,844
As at 31 December 2010 AZE-ZF+-A=1-H
Segment assets PHEE 67604,083 76,186,464 26,301,916 2,099,602 172,192,065
Property, plant and equipment ER T 33,311,866
Available-forsale investments AELERE 47889,176
Inventories 7E 79,708
Gross amount due from customers AR IERNEPAE
for contract work 86,183,900
Non-current assets held for sale BEREZERBEAE 2,897383
Prepayments, deposits BRF - 2e REMEKS
and other receivables 43,596,851
Current tax assets THHEEE 68,671
Bank and cash balances ROTRRERK
and pledged time deposits BEATHER 446,902,617
Total assets BEBE 833,122,237

ERRREBERLF
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6. REVENUE/TURNOVER AND SEGMENT

84

INFORMATION (Continued)

6. Wi EEHERIBER (@)

Geographical information: H[EE R
Revenue Non-current assets
L ON FREBEE
20M 2010 201 2010
—E-—F =ZEZTF —E——F ZZ=-ZTF
HK$ HK$ HK$ HK$
BT BT BT BIT
United States of America X 109,423,453 240,112,547 181,108,813 16,386,102
Canada neEx 333,275,077 145,173,762 71,157,233 851,048
Hong Kong B8 168,884,292  175,747727 110,570,499 52,126,931
The PRC (excluding Hong Kong) HE (T RIESRH) 86,398,495 170,420,777 12,399,626 12,980,414
United Arab Emirates AL {EEE & 2 R EX 14,882,232 11,496,735 647,810 811,593
Japan B 46,971,298 - - -
Korea CiAE 2,573,032 = - =
Singapore N 12,813,575 43,455,213 108,678 89,609
Chile B 69,086,901 76,583,571 27,560 33,322
Others Hith 3,313,767 3,673,772 - =
Consolidated total AR 847,622,122 866,664,104 376,020,219 83,279,019

Revenue from major customers (which individually contributed

10% or more of the Group’s total revenue):

For the year ended 31 December 2011, revenue from two different
customers of the Group’s North America segment represents
HK$138,430,206 and HK$100,753,938 of the Group's total revenue

respectively.

For the year ended 31 December 2010, revenue from two different
customers of the Group’s North America segment represents
HK$214,366,667 and HK$89,564,031 of the Group's total revenue
respectively and revenue from two different customers of the
Group's Greater China segment represents HK$128,196,624 and
HK$93,092,603 of the Group's total revenue respectively.

Far East Global Group Limited
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7. OTHER INCOME 7. HfA
2011 2010
—E——fF —ZT-TF
HKS HKS$
BT 7SI
Bank interest income ERITHBHA 2,305,847 1,888,348
Gain on remeasuring the jointly REEEHRIZATFEEFN =
controlled entities at fair HEEHE S 2 W
value on business combination 7,769,080 -
Gain on disposal of available-forsale & Al fit H &% & MU S
investments - 584,963
Gain on disposal of property, HEME - BB REERRE
plant and equipment - 9,496,078
Provision for impairment of trade and #$[E1E 5 & W 70 5 fE IR B3 &R E B S
retention receivables written back 2,534,436 3,330,976
Net foreign exchange gains AN U 5 RE 1,334,275 4,466,367
Inventories written back BEFE 200,277 258,684
Sundry income FEEWA 2,869,930 203,320
17,013,845 20,228,736
8. FINANCE COSTS 8. EmEMAK
2011 2010
—E——fF —E—TF
HK$ HK$
BT BT
Interest on bank loans and overdrafts $R1TEZ MBS F S 684,404 -
Finance lease charges SREERX 169,766 -
Interest on other loans EAEFFE
Wholly repayable within five years hFREEER 64,970 -
919,140 -
Amounts capitalised BEXMb& 58 (367,550) =
551,590 -

ERRREBERLA
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9. INCOME TAX EXPENSE 9. FTEHIEX
2011 2010
—E——fF ZE—TF
HK$ HK$
BT BT
Current tax — Hong Kong Profits Tax ~ ZANEAFHIE — FE M SH
Provision for the year FNRE 9,000,000 13,000,000
Over-provision in prior years B FEBREEE (892,138) -
8,107,862 13,000,000
Current tax — overseas AEARRTE — /G40
Provision for the year FRREAE 5,163,770 9,076,940
Over-provision in prior years BAFEBREEE (3,382,884) -
1,780,886 9,076,940
Deferred tax (note 30) EEFIE (MI7E30) (652,413) -
9,236,335 22,076,940
Hong Kong Profits Tax has been provided at a rate of 16.5% on BB RSB TR AN F E (& 5T 2 5 m F A
the estimated assessable profit for the year. 16.5% BT RFTE o
PRC Enterprise Income Tax has been provided at a rate of 15% o B 1 ST 1S 0 TR AN 2 {5 B SR A5 v A1) A
(2010: 25%) based on the estimated assessable profit for the 15% (=T —FF : 25% )T RTE -
year.
During the year ended 31 December 2011, the Group's subsidiary HE-ZT——F+-A=1+—HILEFERN " &K
in the PRC was approved as a new and high technology enterprise SEHPBME AR ELESS MBS -
pursuant to which the PRC subsidiary can enjoy a preferential Bt ZFERBARIE _EENFE_FT—
income tax rate of 15% effective from 2009 to 2011. —FRZH15% 2 BEMMEHEE o
Tax charge on profits assessable elsewhere have been calculated H b [ 2 8 SR B A B U T iR AN SR B 2R HS P
at the rates of tax prevailing in the countries in which the Group FRRZEMNHE  BEBEEM Z2FITEG - 2
operates, based on existing legislation, interpretation and practices ERIEGIETE -

in respect thereof.

86 Far East Global Group Limited  Annual Report 2011



Notes to the Financial Statements

A F5ER R Pl 5t

For the year ended 31 December 2011 HZ=-ZE——&+-A=1+—HIFE

9. INCOME TAX EXPENSE (Continued) 9. FIEBiBExX®)
The reconciliation between the income tax expense and the Fr 45 56 5 2 B2 7% Al s AU SRIA B B A B R 2 4
product of profit before tax multiplied by the Hong Kong Profits BRANE :

Tax rate is as follows:

2011 2010
—E——F —ZT-TF
HK$ HK$
BT BT
Profit before tax BRpivl 89,087,570 137486,506
Tax at domestic income tax B ETSHiFE16.5%
rate of 16.5% 14,699,449 22,685,273
Tax effect of income PERMRAZ RIFHE
that is not taxable (577,861) (1,732,808)
Tax effect of expenses that DA AZ 2 R 2
are not deductible 2,611,116 2,146,910
Tax effect of temporary RERER B BB E
differences not recognised 1,041,072 (3,812,007)
Tax effect of utilisation of tax R BERERTIEEE 2 RIS E
losses not previously recognised - (825,488)
Over-provision in prior years B FE R (4,275,022) =
Effect of different tax [ DpEE NI ke v =7
rates of subsidiaries (4,262,419) 3,615,060
Income tax expense FrfS &t X 9,236,335 22,076,940
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F R
AREE 2 F A TEIR (LA FoIEE

10. PROFIT FOR THE YEAR 10.

The Group's profit for the year is stated after charging/(crediting)

the following:

‘27

2011 2010
—E——fF —E—TF
HK$ HK$
BT PEIT
Auditor’s remuneration IZE RN B
— Provision for the year —FNRE 1,730,000 1,100,000
— Over-provision in prior years — BT BEEE - (372,600)
1,730,000 727400
Acquisitions related costs W HE AR B R AN 5,561,438 -
Amortisation of intangible assets EI A 1,971,453 =
Depreciation e 9,530,071 7,393,698
Less: amounts capitalised o BN FE (4,398,771) (4,750,958)
5,131,300 2,642,740
Gain on disposal of property, HEME - WE k&2
plant and equipment - (9,496,078)
Loss on disposal of property, HEME  WERE&BEZEBE
plant and equipment 1,750,415 449,714
Operating lease charges — land LRSS — T REEY
and buildings 13,823,853 14,540,074
Less: amounts capitalised W BN LR (12,158,803) (12,662,962)
1,665,050 1,877112
Impairment on property, Y% BEREERE
plant and equipment 4,992,000 -
Cost of contracting works A T2 AN
performed 654,012,016 632,027,092
Warranty provisions IREERE 2,901,173 2,950,126
Reversal of unused warranty B KRB AIREB RS
provision (2,393,000) -
Provision for impairment on trade B SRR BB B 2R EEE
and retention receivables 4,121,250 2,539,844
Provision for impairment on trade BEE 5 EBGR R EWRE 2R E R
and retention receivables
written back (2,534,436) (3,330,976)
Inventories written back BEFE (200,277) (258,684)
Other share-based payments E A PARR 0 B ERE R 2,765,144 430,416
Staff costs including EERAN(BRIEESHE):
directors’ emoluments:
Salaries, bonuses and allowances &~ EA NoER 118,110,286 87,091,385
Share-based payments LARR (D B ERR AT 3,759,675 5,065,994
Retirement benefits RREFIEEI R
scheme contributions 5,028,153 4,593,513
Less: amount included in cost of W BIER AN TR AR 2 $5E
contracting works performed (77,085,737) (42,470,435)
49,812,377 54,280,457

Far East Global Group Limited
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For the year ended 31 December 2011 H#Z=—F——&+_-A=+—HILFE

11. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS

The emoluments of each director were as follows:

For the year ended 31 December 2011

1. EER{EESHH
REEZHMMT -

BE-_Z——H+-A=+—HILEE

Salaries Retirement

and Discretionary  Share-based benefit scheme
Name of director Fees allowances bonuses  payments contributions Total

DR%B A RIER
e Be HeREE  BERA 0 ERXM HEdR @t
HK$ HK$ HK$ HK$ HK$ HK$
B B B B B B
Ko Chuk Kin Herbert AR - 1,394,763 670,000 163,854 91,732 2,320,349
Huang Brad Huang Brad - - - 750,721 - 750,721
Kwok Yeung Kwong (note (i) B0t (BIEE) - 875,740 - (1,391,306) 54,750  (460,816)
Chiu Lok Man (note (ii) B (ki) - 901,500 - 98,312 12,000 1,011,812
Huang Guangyu (note (ii) EEF (M) 55,333 - - - - 55,333
Hong Winn Hong Winn 120,000 - - - - 120,000
Yen Shih Hung Homer LGN 120,000 - - - - 120,000
Zhou Jinsong A% 120,000 - - - - 120,000
Hung Cheung Shew (note (iv)) K (FirsEiv) 64,667 - - - - 64,667
480,000 3,172,003 670,000 (378,419) 158,482 4,102,066

For the year ended 31 December 2010 HE—T-—TE+-A=+—HIL&EE

Salaries Retirement

and Discretionary  Share-based benefit scheme
Name of director Fees  allowances bonuses payments  contributions Total

RIAR  RIKAER
BE40 e HekEM  BETL  AERA  HEER @t
HKS HK$ HKS HKS HKS HK$
BT BT BT BT BT BT
Ko Chuk Kin Herbert mEE - 1,098,482 480,000 118,673 71,352 1,768,507
Huang Brad Huang Brad 60,700 - - 614,123 7927 682,750
Kwok Yeung Kwong (note (i) B0t (BIEE) - 2,568,065 800,000 1,535,307 105120 5,008,492
Chiu Lok Man (note (ii) B (ki) - 691,347 320,000 71,203 977 1,092,324
Huang Guangyu (note (ii) EEF (M) 90,645 - - - - 90,645
Hong Winn Hong Winn 90,645 - - - - 90,645
Yen Shih Hung Homer LGN 90,645 - - - - 90,645
Zhou Jinsong BN 90,645 - - - - 90,645
423,280 4,357894 1,600,000 2,339,306 194,173 8,914,653
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11.

90

DIRECTORS’ AND EMPLOYEES' EMOLUMENTS 11.

(Continued)

Notes:

(i) Resigned on 4 July 2011.

(i) Removed on 30 January 2012.
(i) Resigned on 17 June 2011.

(iv)  Appointed on 17 June 2011.

There was no arrangement under which a director waived or agreed
to waive any emoluments during the year.

The five highest paid individuals in the Group during the year
included 1 (2010: 2) directors whose emoluments are reflected in
the analysis presented above. The emoluments of the remaining
4 (2010: 3) individuals are set out below:

EEREEFM )

i

() RM-B——F+AMBEHE-

(il M=E——F—A=+HE®R-
(i) R=Z——F R AT+LHHE-
(iv) R-ZE——FXA++LBAEEE-

REAR > BEEETHRARABRETAFHFMH
£ 7o

RER AKREAUSSFMALTEE (=
T-FF: MU)EF - REZFHO N LA
TR e MTEM(ZE—FF : =) AL
ZFEST

2011 2010

—E——F —E-TF

HK$ HK$

BT 7SI

Basic salaries and allowances BEARE & RERL 4,310,836 4,195,948

Discretionary bonuses BB IEAL 818,000 1,050,000

Share-based payments VARG (7 BELRR A 5K 300,400 332,284
Retirement benefit scheme RINRFIFTEIHR

contributions 141,380 156,600

5,570,616 5,734,832

The emoluments fell within the following band:

B THIEE

Number of individuals

AB
2011 2010
—g--F 2%
HK$1,000,001 to HK$1,500,000 1,000,001 T2 1,500,000 7T 3 1
HK$1,500,001 to HK$2,000,000 1,500,001#7£.22,000,0007% 7T 1 1
HK$2,000,001 to HK$2,500,000 2,000,001 222,500,000/ 7T - 1
4 3

During the year, no emoluments were paid by the Group to any of
the directors or the highest paid individuals as an inducement to join
or upon joining the Group or as compensation for loss of office.

Far East Global Group Limited  Annual Report 2011
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12. PROFIT FOR THE YEAR ATTRIBUTABLE TO 12. AAR#EE AELERER
OWNERS OF THE COMPANY

The profit for the year attributable to owners of the Company RRAREB AEEAREERAE P EERFL
included a profit of approximately HK$47842,468 (2010: 47.842,4687%8 L ( —ZF —=4F : 24,399,216/ L)
HK$24,399,216) which has been dealt with in the financial ERAR B EIRERD R o

statements of the Company.

13. DIVIDENDS 13. BRE
2011 2010
—E——F —E-TF
HK$ HK$
B BT
Interim dividend — HK$Nil HRERE —BRETER—THET
(2010: HK$0.015) per (ZZ—Z4 : 0.015%7T)
ordinary share - 16,741,620
Special dividend declared on RN-_ZE—ZEF=F+=H
12 March 2010 approved EIRZBHAERS FARRE LA
and paid to the then shareholders  B&ER ZFFRIME S — SR E E@A%198.675 7T
before the listing of the
Company — HK$198.6 per
ordinary share - 198,600,000
Proposed final dividend — HKS$Nil BEEAMRE -—SRTER—THET
(2010: HK$0.015) —ZE—TF :0.015%7T)
per ordinary share - 16,741,620
- 232,083,240
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14. EARNINGS PER SHARE 14. EREF
The calculation of basic and diluted earnings per share is based BRERAREERZMNBEATSIEFE ¢

on the following:

2011 2010
—g—-5  -—B-T&
HKS HKS
BT T
Earnings B
Profit attributable to owners of the FAAGTESREARE SRR 2
Company, used in the basic RARHEE AEMRRF
and diluted earnings
per share calculation 76,634,000 110,113,165
2011 2010
—E——fF —E—TF
Number of shares RGOEE
Weighted average number of RUGTEERERRR 2
ordinary shares used in basic TR N
earnings per share calculation 1,114,142,803 1,054,070,137
Effect of dilutive potential AEREEE 2 BTl
ordinary shares arising TR E
from share options 12,287,246 7,880,962
Weighted average number of R ESRESE RN 2
ordinary shares used in diluted TR I 9 2
earnings per share calculation 1,126,430,049 1,061,951,099

92 Far East Global Group Limited  Annual Report 2011



Notes to the Financial Statements

AA F5 R R Bl aE

For the year ended 31 December 2011 HZ=-ZE——&+-A=+—HIFE

15. PROPERTY, PLANT AND EQUIPMENT 15. 1% - BERZE

Group
5H
Fumniture,
Land and  Leasehold  Plant and fixtures and Motor  Tools and Construction
Buildings improvements  machinery  equipment vehicles mould in progress Total
HE  HENE BER HE EE IEA i3]
BEY & - E i 1} I a5
HKS HKS HKS HKS HKS HKS HKS HKS
BT BT BT BT A BT AT AT
Cost A
At 1 January 2010 R_Z-2%-F-H 2997520 9897945 24762565 23048290 577095 1484402 4770134 99,701,812
Currency realignment B AR - - - 257848 - - - 257848
Additions BE - 427702 267663 923,793 74,048 - - 1693206
Disposalsfwrite-off HE /i (504,075) - (5,088,280)  (3,851,165)  (1,497414) - - (10,940,934)
Transfer to non-current assets EXH{EIEY
held for sale FRIEE (2,261,059) - - - - - - (2,061,069)
At 31 December 2010 and RZB-FEFZA=1-H
1 January 2011 R=E—E-H-8 27202386 10,325,647 19941948 20378766 4347590 1484402 4,770,134 88,450,873
Currency realignment Ei% - - - 448802 (1,681) - - 44
Acquisition of subsidiaries (note 34)  WEEMBA (fi334) 23077877 389,001 12,044,970 2,654,064 527507 - - 38693419
Additions EE 50,644,650 394,378 128938 5900724 1,885,777 - - 58,954,467
Disposalsfwrite-off e/ = (26372)  (2,458921)  (3,887666)  (2,041,002) - - (8413961)
At 31 December 2011 RZZ—FTZA=+-B 100924913 11082654 29656935 25494690 4718191 1484402 4770134 178,131,919
Accumulated depreciation ZiERAE
and impairment
At 1 January 2010 R_Z-2%-F-H 10,097150 7590177 18737427  11,703467 4178885 1,360,575 4,770,134 58437785
Currency realignment B AR - - - 94,529 - - - 94,529
Charge for the year TERER 234,434 950,318 2436740 3123815 527339 121,052 - 739369
Disposalsfwrite-off HE /i - - (4702505  (3561,627)  (992,518) - - (9,256,650)
Transfer to non-current assets EEREIE AR
held for sale (1,530,355) - = = = = - (1,530,355)
At 31 December 2010 and RZB-FEFZA=1-H
1 January 2011 k=3—%-A-H 8801229 8540495 16471662 11,360,184 3713676 1481627  4710,134 55,139,007
Currency realignment EiE 1,387 225 2,490 215,138 573 - - 219,813
Charge for the year TERER 1481364 786,476 3562968 3,211,519 485,313 2431 - 9530071
Disposalsfwrite-off e/ - (10,870)  (1,828,496)  (2,545,604)  (1,831,447) - - (6,216,417)
Impairment loss HEFR 4,992,000 - - - - - - 4,992,000
At 31 December 2011 RIZ-—FT-AST-B 6275980 9316326 18208624 12041287 2368115 1484068 4770134 63664474
Carrying amount KEE
At 31 December 2011 RZE——F+-fA=+-HB 85648933 1766328 11448311 13253453 2,350,076 344 - 114467445
At 31 December 2010 RZE-TE+-A=+-H 18401157 1785152 3470286 9,018,582 633,914 2,775 - 33311,866
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15.

94

PROPERTY, PLANT AND EQUIPMENT (Continued)

The Group carried out reviews of the recoverable amount of its
land and buildings and construction in progress in the years 2010
and 2011, by reference to market evidence of recent transactions
for similar properties by Horizon Village Appraisal, an independent
firm of chartered surveyors. The reviews led to the recognition of
impairment loss of HK$4,992,000 (2010: HK$Nil). The recoverable
amount of the relevant assets has been determined on the basis
of their fair value less costs to sell.

An analysis of the cost of the Group’s land and buildings is as
follows:

15.

ME - BERRKE®)

REZZ—ZER_T——FH  AEEGRELH
MEEYERTIRE 2 /] MBS EETTIE -
I FF A T BB SRRl £ RM7THorizon Village
Appraisalf& 22T FIFEYI R 5 2 5 ERHE
5 o FFE BRI E E5184,992,000/8 7T
(ZZ2—ZF : TH L) ABEEZKRESEET)
BEEAFEREERAERE

REB L RBENZKADFTAT

2011 2010
—E——F —E-TF
HK$ HK$
BT 7SI
Located in: I :

Hong Kong BB 50,644,650 =

Mainland China, held under FRERRE - AR ERRRARE
medium term leases 7,306,050 7,306,050
Canada, freehold MER - KAERE 23,077,877 =
United States of America, freehold 3 » kK A %4 19,896,336 19,896,336
100,924,913 27,202,386

At 31 December 2011, the carrying amount of the Group's land
and buildings pledged as security for the Group's banking facilities
amounted to HK$72,474,209 (2010: HKS$NIil).

At 31 December 2011, the carrying amount of motor vehicles held
under finance lease is HK$1,702,141 (2010: HK$Nil).

Far East Global Group Limited  Annual Report 2011
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16. GOODWILL 16. B8
Group
TEH
HK$
BIT
Cost and carrying amount AR EREE
At 1 January 2010, RZZE—ZTF—HF—18 -
31 December 2010 —E-ZTFFZRA=1+—HRK
and 1 January 2011 —T—F—HF—H -
Arising on acquisition of IR BT BB A R FTE &£ 2 i B (Mi7E34(a))
subsidiaries (note 34(a)) 159,706,718
At 31 December 2011 RZE——F+=ZA=+—H 159,706,718

Goodwill acquired in a business combination is allocated, at
acquisition, to the cash generating units (“CGUs") that are
expected to benefit from that business combination.

For the purpose of impairment testing, the carrying amount of
goodwill had been allocated to the CGUs relating to the operations
of Red Holdings Group, Inc. and its subsidiaries within the North
America segment.

The recoverable amounts of the CGUs are determined from value
in use calculations. The key assumptions for the value in use
calculations are those regarding the discount rates, growth rates
and budgeted gross margin and turnover during the period. The
Group estimates discount rates using pre-tax rates that reflect
current market assessments of the time value of money and
the risks specific to the CGUs. The growth rates are based on
long-term average economic growth rate of the geographical area
in which the businesses of the CGUs operate. Budgeted gross
margin and turnover are based on past practices and expectations
on market development.

The Group prepares cash flow forecasts derived from the most
recent financial budgets approved by the directors for the next five
years with the residual period using the growth rate of 2.0% —
2.5%. These rates do not exceed the average long-term growth
rate for the relevant markets. The rates used to discount the
forecast cash flows are 24.2% to 32.3%.

REBAGHTIRBZABDNKBR HEETR
HKEREBA R REELEM([RE
EEEM]) -

BETRENR BEZRAEDIEZHE
Red Holdings Group, Inc. & EAt3=5 362 Kt B
RAIBEMNIRSEEBEN

ReEt Bz OB EEREENE
TEEE - sTEEREBEMEZIERRDEA
AR ZBBRE  BRERBFEMEREE
BEME - AEE TR TISE RS ER(E
NI & EE B ERR 2 AR AT L R
AR E c BEREDERREELEMEEN
iRz RPFHREERX - Rt EMER
BEBDENTISRERBEBHIRIAR -

AEEREESERRAF 2 a8
HIA2.0%-2.5% 2 EREZFAFHRRE S
eI o IS REWRBEAMEBAN S 2 FH
REERE - AUBRBRENREREZHERE
524.2%%232.3% °©
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17.

96

INTANGIBLE ASSETS 17. B EE
Group
Project backlogs
KEE
ERIEH
HK$
BIT
Cost 2%
At 1 January 2010, R-ZE—ZF—-—H—H
31 December 2010 —E—ZTF+-_A=+—H
and 1 January 2011 NZZE——F%—H—H =
Acquisition of subsidiaries (note 34) UBEHIE AR (KizE34) 47737286
At 31 December 2011 RZE——F+=-A=+—H 47737286
Accumulated amortisation -G 5]
At 1 January 2010, R-ZZE—ZF—HF—H-
31 December 2010 —ZT—ZTF+=ZA=+—H
and 1 January 2011 NZFT——F—H—H =
Amortisation for the year ARF S 1,971,453
At 31 December 2011 RZE——F+=A=+—H 1,971,453
Carrying amount BREE
At 31 December 2011 RZBE——F+-A=+—H 45,765,833

At 31 December 2010

RZZE—ZF+-A=+—H

The Group's intangible assets represent project backlogs acquired
through business combination. The average remaining amortisation
period of project backlogs is 2.5 years (2010: Nil).

Far East Global Group Limited  Annual Report 2011

A AR ED R G A 2 TR
EE - BEEE 2 T8 THENA26F(—
225 Mm)-



Notes to the Financial Statements

A F5ER R Pl 5t

For the year ended 31 December 2011 HEZ=-ZE——&+-A=1+—HIFE

18. AVAILABLE-FOR-SALE INVESTMENTS

18. I HERE

Group

REH
2011 2010
—E——fF —E—TF
HK$ HK$
BT BT

Unlisted investments, at fair value: JEEHIRE » IAFE :
Club debenture BEES 380,000 380,000
Investment funds and WEREE RITFHE

certificates of deposits 54,257,112 47,509,176
54,637,112 47889,176

For the year ended 31 December 2011, fair value loss on the
Group's available-for-sale investments recognised in other
comprehensive income amounted to HK$1,246,284 (2010: fair
value gain of HK$474,396).

The investment funds and certificate of deposits were designated
as available-for-sale investments on initial recognition. These
investments are capital guaranteed.

The fair value of unlisted available-for-sale investments is determined
with reference to the quoted market price or secondary market
redemption price as provided by the issuer of the underlying
investments.

As at 31 December 2011, the carrying amount of available-for-sale
investments pledged as security for and the Group's banking
facilities amounted to HK$54,257,112 (2010: HK$24,109,176).

HEZZT——F+ZA=1+—HLFE ~&
EREMmEAREERNAIHEHEREQTE
B8 81,246,284 8B T( ZE—ZTF : RFEK
Z8A74,396/87T) °

REEZSREFRBVRERRAUHREERE -
HERE RERER

FEMAHEEERE 2 A FEDELRMBT
BRI EEITAMRHNE —T5EEE
REE °

MRZT——F+-A=+—0  AEEREE
FURBIRITERZFHEAIHREEERE ZRA
B 7254,257 1128 (=& —ZFF : 24,109,176
/%713)
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19. INTERESTS IN SUBSIDIARIES

98

19. R B QAR

Company
PN
2011 2010
—g—-F%  -—T-TH
HK$ HK$
BT BT
Unlisted investments, at cost FELETIRE KA 52,780,426 48,657,939

Particulars of the subsidiaries as at 31 December 2011 are as

MEBARR-_Z——F+_A=1+—HNFE

follows: R
Place of
incorporation/ Percentage of ownership
registration and Issued and interest/voting Principal
Name operation paid up capital power/profit sharing  activities
ML/ BRTR hER/RER/
£ BRREELY HRRA BoRNNE AL TEXHR
Direct Indirect
Ef R
Far East Aluminium British Virgin Islands 6,000 ordinary shares 100% - Investment holding
(BVI) Limited of US$1 each
EERAHE 6,000 BREEIETHLER RERR
Far East Aluminium Hong Kong 900,000 ordinary shares - 100% Design, manufacture
Works Company Limited of HK$100 each and installation of curtain
walls, aluminium windows
and other related products
BRAEIRERAR &B 900,000% & REE100E T E BIR Hah BERZERR  BER
At iREER
Far East Facade (UK) Limited United Kingdom 1 ordinary share of GBP1 - 100% Inactive
HE 1REE 1 EENERR TERE
Far East Facade (UAE) Limited British Virgin Islands 10,000 ordinary shares of US$1 each - 100% Investment holding
ERRAES 10,0008 GREE1 ETHEBR RARR
World Eastern Cladding United Arab of 100 ordinary shares of AED3,000 each - 100% Design, manufacture
Works (LLC) Emirates and installation of curtain
walls, aluminium windows
and other related products
P RS B RE 100/R SR EI (B3, 000/ e i A 1A I Sk Rt BERRERE  BER
AtAEER
Far East Facade, Incorporated United States of 100,000 ordinary shares of US$0.01 each - 100% Design, manufacture
America and installation of curtain
walls, aluminium windows
and other related products
el 100,000 B R EE0.01 5 TH Sk Hat BERZERE  BER
AtiAEER
Far East Facade (HK) Limited British Virgin Islands 10,000 ordinary shares of US$1 each - 100% [nvestment holding

Far East Global Group Limited
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19. INTERESTS IN SUBSIDIARIES (Continued) 19. RHE ARz (2)

Place of
incorporation/

Percentage of ownership

registration and Issued and interest/voting Principal
Name operation paid up capital power/profit sharing  activities
ML/ BETR RER/RER/
£ BRREEY HERE BARANEIL TERK
Direct Indirect
Ef 5E
Facade Design and Drafting Hong Kong 100 ordinary shares of HK$1 each - 100% [nactive
Services Limited B 100REREE AT EER TER
Heng Fai International Limited British Virgin Islands 10,000 ordinary shares of HK$0.1 each - 100% Manufacture of curtain walls,
aluminium windows and
other related products
EERTES 10,0005 REBE01 BT EER Rt - BERZERE  BER
AtRBER
Netfortune Limited Hong Kong 500,000 ordinary shares of HK$1 each - 100% Investment holding
NEERAR BE 500,000 B REE AT EBR RERR
Willbert Limited British Virgin Islands 1 ordinary shares of US$1 - 100% Property holding
ERRLEHE 1REEIETHERR FRNE
Far East Aluminium Hong Kong 2 ordinary shares of HK$1 each - 100% Property holding
Works (Guangzhou)
Company Limited
BRAGIR (BM) BRAR &k WrEREE BT SRR BANZ
FEA Technology Limited Hong Kong 2 ordinary shares of HK$1 each = 100% Inactive
ERIRMBRERAA &k ARERAEEIETHOEER NER
FEA Engineering Limited British Virgin Islands 100 ordinary shares of US$1 each = 100% Investment holding
EERTES 100k BRAEEIZTHEER RERR
FEA Investments Limited British Virgin Islands 1 ordinary share of US$1 = 100% Investment holding
EERAHE 1REE1IE T EER RERR
Strong Power International Limited ~ Hong Kong 2 ordinary shares of HK$1 each = 100% Investment holding
wEERERAA &k WrEREE BT SRR RERR
Better View Investment Limited Hong Kong 2 ordinary shares of HK$1 each = 100% Property holding
RERABRAR &k WrEREE BT SRR BANZ
Seniford Engineering Limited Hong Kong 2 ordinary shares of HK$1 each = 100% [nactive
FHEIRERAR &k WrEREE BT SRR T
FEA Corporate Services Limited Hong Kong 2 ordinary shares of HK$1 each = 100% Provision of company
secretarial services to
Group companies
&k WREREEETOERBR RASERE AR
NAIMERS
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19. INTERESTS IN SUBSIDIARIES (Continued)

100

Place of
incorporation/

19. R B A TR (2)

Percentage of ownership

registration and Issued and interest/voting Principal
Name operation paid up capital power/profit sharing  activities
AL,/ BETR BER/RER/
£ BRREENY HERE BARANEIL TEXH
Direct Indirect
EE ik
Far East Aluminium Works Singapore 700,000 ordinary shares of SGD1 each - 100% Design, manufacture
(Singapore) Pte. Limited and installation of curtain
walls, aluminum windows
and other related products
AR 700,000% BREE 1 F MK THERBR Hit BEREERE  BER
AfbRBER
Netfortune (Shanghai) The PRC Registered capital of RMB10,000,000 - 75% Design, manufacture
Aluminium Works Company and installation of curtain
Limited (a sino-foreign equity walls, aluminium windows
joint venture enterprise) and other related products
FENERETRERAR Gk AR ARE10,000,0007 Fat  UERRERE  BER
(—RpNaEEERE) EtAEER
Netfortune Engineering Macau 25,000 ordinary shares of MOP1 each - 100% Design, manufacture
(FEA) Macau Limited and installation of curtain
walls, aluminum windows
and other related products
NETRE (&iR) RMERAR il 25,0005 8 REERFTHEER #at HERZERRE  BER
At iAdER
Far East Aluminium Works United States of 200,000,000 ordinary shares of - 100% Design, manufacture
(U.S.) Corporation America US$0.001 each and installation of curtain
walls, aluminium windows
and other related products
x4 200,000,000f B IR EI(B0.001 % 7T H) LA Fat  WERTERE  BER
AfbRBER
Far East Facade Investments British Virgin Islands 10,000 ordinary shares of US$1 each - 100% Investment holding
Limited ERRLHE 10,0005 B R EE1 X TN ERR RERR
Far East Aluminium Works Canada 100 ordinary shares of CAD1 each - 100% Design, manufacture
Canada Corporation and installation of curtain
walls, aluminium windows
and other related products
JIIEYN 100k ERAGNE THEER Hit BEREERE  BER
AfbRBER
Heng Fai International Limited Hong Kong 1 ordinary share of HK$1 - 100% Inactive
Bk 1REEBTOLBR oG
Far East Aluminium Works Chile Registered share capital of - 100% Design, manufacture
Chile Limitada PES010,000,000 and installation of curtain
walls, aluminium windows
and other related products
BH #HH&710,000,000%% Hit BEREERE  BER
AfbRBER
Kam Sau Corporation Limited Hong Kong 1 ordinary share of HK$1 - 100% Inactive
REREER A Bk 1REEBTOLBR oG

Far East Global Group Limited
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19. INTERESTS IN SUBSIDIARIES (Continued) 19. RHE ARz (2)

Place of
incorporation/ Percentage of ownership
registration and Issued and interest/voting Principal
Name operation paid up capital power/profit sharing  activities
AL/ BRTR BER/RER/
£ BRREELY BRRE BoRNNE L TEER
Direct Indirect
Ef i
Red Holdings Group, Inc. United States of 1,000 shares of US$0.001 each - 55% Investment holding
America
xH 1,000/R SR EE0.001 E TR REZR
Gamma USA, Inc. United States of 1,000 shares of US$0.001 each - 55% Development, manufacture
America and installation of
architectural glass and
aluminium products for the
commercial and institutional
sectors of South Florida and
New York
X6 1,000/R SR EE0.001 E TR REBEZERBOEER
BEHMRE  2ER
ZERERFBRENER
Gamma Installations, Inc. United States of 100 shares of US$0.001 each - 55% Provision of labour,
America management and other
services to Gamma USA, Inc.
e 100/ B IR {E0.001 £ LA [{IGamma USA, Inc #2{
287 - EERAMRSE
Gamma Windows and Walls Canada 100 ordinary shares of CAD 53,362.36 each - 55% Operating subsidiary in
International, Inc. Quebec, Canada
JIIEFN 100G REEMNES3,362 36T LR SIEYN I
Netfortune Enterprise Limited British Virgin Islands 1 ordinary share of US$1 = 100% Investment holding
EERAHE 1RERAEE ZTNEER REZR
Netfortune Facade Limited Hong Kong 5,000,000 ordinary share of HK$1 = 100% Investment holding
&k 5,000,000/ EE 1A TH EBK RERR
NESE(LS)BRAF The PRC Registered capital of USD2,000,000 - 100%  Manufacturer of curtain
walls, aluminium windows
and other related products in
Shanghai
Gkl A A2,000,000% 7 ELBRERN  BER
At AEER
Venture Synergy Limited British Virgin Islands 1 ordinary share of US$1 - 100% Investment holding
ERRLHE 1REEIETHEER REER
Far East Aluminium Works Korea 2,000 Ordinary Shares of 100% Dormant (operating subsidiary
(Korea) Limited KRW$5,000 each in Korea)
kg5l 2,000/ {&5,0008 7T 415 R Tmef (NEEge

ERRREBERLA

HERR)

—=——558 101



Notes to the Financial Statements

Ar F5 R R Bt

For the year ended 31 December 2011 HE=-ZE—— &+ -A=1+—HIEE

20.

21.

102

INVENTORIES 20. &€
Group
AEE
2011 2010
—E——F —T-FF
HK$ HKS
BT BT
Raw materials R 4,691,754 =
Consumables SHAE 93,162 79,708
4,784,916 79,708
NON-CURRENT ASSETS HELD FOR SALE 21. HEHENFERBEE

On 8 July 2009, the Group entered into a conditional agreement
with an independent third party to dispose of a property located in
the PRC with carrying amount of HK$2,897.383 for the consideration
of HK$6,768,000.

Pursuant to a supplementary agreement entered into on 28
December 2011, the date for completing the transaction was
extended to 31 December 2012.

The proceeds of the disposal exceeded the carrying amount of the

property and accordingly, no impairment loss has been recognised
on the classification of the property as held for sale.
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22. GROSS AMOUNT DUE FROM/TO CUSTOMERS 22. AR ITRREW ENEFALE
FOR CONTRACT WORK

Group
rEH
2011 2010
—E——fF —E—TF
HK$ HK$
BT BT
Contract costs incurred plus ESEEEMNTEKRAINEER
recognised profits less i AlE AT 7R R & 1R
foreseeable losses to date 5,570,991,387 4,577493,175
Less: Progress billings B HEEOR (5,464,046,795) (4,624,193,002)
106,944,592 (46,699,827)
Gross amount due from AN TREEWRE AR
customers for contract work 196,497,357 86,183,900
Gross amount due to AN TREENEFERE
customers for contract work (89,552,765) (132,883,727)
106,944,592 (46,699,827)
23. TRADE AND RETENTION RECEIVABLES 23. ES5EWRERERRES
Group
AEH
2011 2010
—E——fF —ETF
HK$ HK$
BT BT
Trade receivables = e 157,309,457 81,201,298
Retention receivables FEWIREE & 169,907,763 108,483,730
327,217,220 189,685,028
Impairment losses BB EE (19,079,777) (17.492,963)

308,137,443 172,192,065
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For the year ended 31 December 2011 H#Z=—F——&+_-A=+—HILFE

23. TRADE AND RETENTION RECEIVABLES 23. EZEWNRKREWRES#®)

(Continued)

The Group's trade receivables mainly represent progress billings
receivables from facade building contracting works. The Group
adopts credit policies which are consistent with the trade practices
prevalent in the building industry in countries which the Group
has operations. The Group recognises its trade receivables when
the value of the subcontract works is certified by the architect.
Pursuant to the trade practices, the main contractor from time to
time makes applications for payment certificates which include the
certified value of the nominated subcontract works.

Retention receivables represents certified contract payments in
respect of works performed, for which payments are withheld
by customers for retention purposes, and the amount retained is
withheld on each payment up to a maximum amount calculated on
a prescribed percentage of the contract sum. No aging analysis of
retention receivables is presented as the retentions are released
to the Group pursuant to the provisions of the relevant contracts
after the completion of the projects in question.

The aging analysis of trade receivables, based on the invoice date,
and net of allowance, is as follows:

AEENE SRR EBHEEEMIMEART
A EYSCE R R K - NEBRANEERK A
AEBEBAEBRRTNREETEEERAN
EHEHN B ARERDBIREEEZE
FREREREEZEUGK - REZSHEH
BABBIRERNKXEAENHG  HPE
EEEDBEIRRNEXERE -

URESEEPECABZIRNREENR
B ZFHIA - BFE N IRN R IE LR E K
B RReBEREBEARSEMNEEA DL
- REGHARGK  REKBERERER
TRETBEETAEE - HAR2IEUKRE
EHFREC DA

BEXZAHRNGEEBERIELNE S ERR
BRERDATIAT

Group

EH
2011 2010
—E——F —E-TF
HK$ HK$
BT BT

Trade receivables: B S EIGK

0 to 30 days ZTF£30H 72,993,445 58,462,780
31 to 60 days 31260H 30,232,732 4,888,827
61 to 90 days 61290H 22,151,095 4,398,174
More than 90 days 90H A E 27,429,689 8,543,785
152,806,961 76,293,566
Retention receivables FEWRER & 155,330,482 95,898,499
308,137,443 172,192,065
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For the year ended 31 December 2011 H#Z=—F——F+_-A=+—HILFE

23. TRADE AND RETENTION RECEIVABLES 23. EZEWRKREWREE#®)

(Continued)
R-ZZT——&+=-FA=+—8  EE Ak

As at 31 December 2011, a provision of impairment was made
for estimated irrecoverable trade and retention receivables of
HK$19,079,777 (2010: HK$17.492,963).

Reconciliation of provision for impairment of the trade and retention

B Z 5 FE UK R B SR B £19,079,7778 (=
T—F4F : 17492,9637 70 ) (E L BE R -

B 5 WK e U ER B & E R (B B R R

receivables are as follows: N

Group

£33
2011 2010
—2——% Tz
HK$ HK$
BT BIT
At beginning of year F9) 17,492,963 18,284,095
Impairment losses reversed B CRERBE (2,534,436) (3,330,976)
Provision for impairment BB 4,121,250 2,539,844
At end of year FR 19,079,777 17,492,963

The individually impaired trade and retention receivables relate to
contracts under disputes with customers and are expected not
to be recovered. The Group does not hold any collateral or other
credit enhancements over these balances.

As of 31 December 2011, trade receivables of HK$62,808,954
(2010: HK$17830,786) were past due but not impaired. These
relate to a number of independent customers for whom there
is no recent history of default. The aging analysis of these trade

ERIERESR S EER R ERRE S ELRY
DNEFPARAER  LWIEHARAIKRE - NEH
I BHL & T BRI TR R REREAME

BT Rz T8 -

RZF——F+ZA=+—

B 2EHHERR

ErE 5 EWR 562808954 L( —E—=F
F 1 17,830,786/8 L) ° 75 )R J B A T3 B
W ERACEFNBILRE AR - 2B HEW

receivables is as follows: HEERER DT AAT
Group
rEEH
2011 2010
—E——F —E-TF
HK$ HK$
BT BT
Up to 3 months TZE={@A 35,379,265 9,287,001
3 to 6 months =&=,~8AR 27,429,689 8,543,785
62,808,954 17,830,786
ERREBREEERAT —T——FF®H 105
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For the year ended 31 December 2011 H#Z=—F——&+_-A=+—HILFE

23. TRADE AND RETENTION RECEIVABLES 23. EZFERWZKREVWREE#)
(Continued)

EHRBEBR T _—@EABRKENRBECEEA

88,447389% t( — & — T 4 : 71,128,305

BIT) °

The amount of retentions expected to be recovered after more
than twelve months is HK$88,447389 (2010: HK$71,128,305).

REBE 5 RYG R B IRE S REE LT

The carrying amounts of the Group's trade and retention receivables

are denominated in the following currencies: EHEHE -

Group

REH
2011 2010
—E——F —E-TF
HK$ HK$
BT PEIT
Hong Kong Dollar BIT 42,593,002 35,484,018
United States Dollar ETT 130,496,848 45,330,481
Renminbi AR 21,217,747 33,865,822
Macau Pataca EFITT 906,820 8,936,226
United Arab Emirates Dirham Bl Bt 2 e f 4 9,450,000 16,721,250
Canadian Dollar hns 94,492,306 22,273,602
Singapore Dollar AN T 8,980,720 9,580,666
308,137,443 172,192,065

24. DUE FROM/TO SUBSIDIARIES 24. B FEASHE B A BIFE

FEY, TP A B RIE IR - 2B RE
& e = KA e

The amounts due from/to subsidiaries are unsecured, interest-free
and have no fixed terms of repayment.

25. PLEDGED TIME DEPOSITS AND BANK AND 25. E#HREHFRRBITRRASER
CASH BALANCES

Group
rEE
2011 2010
—E=——F —E—TF
HK$ HK$
BT 7SI
Pledged time deposits AT TR 44,380,536 82,683,621
Bank and cash balances RITRIB LR 81,563,673 364,218,996
125,944,209 446,902,617
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For the year ended 31 December 2011 H#Z=—F——F+_-A=+—HILFE

25. PLEDGED TIME DEPOSITS AND BANK AND 25. EE#FEHMERREBITRASLEER

CASH BALANCES (continued) (#&)
The Group's pledged time deposits are pledged to banks to secure AEBEEERERFRIERBITEEREER
the Group's banking facilities. MR T IRITHITFEX
The carrying amounts of the Group's pledged time deposits AEBEEERERFERRRITRIBCEHRERR
and bank and cash balances are denominated in the following BT EEEHE
currencies:
Group
KEE
2011 2010
—E——F —T—TF
HK$ HK$
BT BT
Hong Kong Dollar BT 6,905,541 129,889,760
United States Dollar ETT 34,357,421 120,886,813
Renminbi AR 51,561,546 154,509,370
Macau Pataca RPITT 503,497 4,737,281
United Arab Emirates Dirham B Bt g e Fr 4 4,469,272 3,586,117
Canadian Dollar hn#s 27,781,012 21,231,720
Chile Peso BB 6,126 142,141
Euro BT 36,537 37616
Singapore Dollar AN 7T 323,257 11,881,799
125,944,209 446,902,617
As at 31 December 2011, the bank and cash balances of the Group RZZE—F+ZA=+—8 AEEUAR
denominated in Renminbi amounted to HK$51,561,546 (2010: HEHERIRTT IR £ 4584 /351,561,546 7T ( =
HK$154,509,370). Conversion of Renminbi into foreign currencies T —ZF : 154,509,370/8 ) - AEEB AR
is subject to the Peoples of Republic China’s Foreign Exchange MM INEE R - BB ST E AR AR INE
Control Regulations and Administration of Settlement, Sale and EHEE R AEE - SERSESERE °

Payment of Foreign Exchange Regulations.
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For the year ended 31 December 2011 H#Z=—F——&+_-A=+—HILFE

26. TRADE AND BILLS PAYABLES 26. EZENRREMSRE
The aging analysis of trade and bills payables, based on receipt RIEUEE L B Z N R E R IRRER H
of goods, is as follows: MranR
Group
rEE
2011 2010
—E2——F —E-TF
HK$ HK$
BT 7SI
0 to 30 days ZEFE30H 50,914,657 33,369,626
31 to 60 days 31260H 17,137,790 4,657442
More than 60 days 60H A E 19,829,207 14,100,559
87,881,654 52,127627
The carrying amounts of the Group's trade and bills payables are AEBESENREENZEERERENLTIE
denominated in the following currencies: WETHE
Group
rEE
2011 2010
—E——F —T-TF
HK$ HK$
BT 7SI
Hong Kong Dollar BT 12,735,832 15,028,936
United States Dollar ETT 30,094,029 10,808,849
Renminbi AR 17,395,030 22,124,330
Singapore Dollar AN T 326,046 252,730
Chile Peso BRHE=R 2,212,699 474,997
United Arab Emirates Dirham Bl Bt g s fr 2 4,459,866 190,042
Canadian Dollar Ins 20,658,152 3,247,743
87,881,654 52,127627
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For the year ended 31 December 2011 H#Z=—F——F+_-A=+—HILFE

27. BANK AND OTHER BORROWINGS 27. BITRHEAMERK
Group
rEE
2011 2010
—ZT——F T -TF
HK$ HK$
BT BT
Bank loans RITER 39,281,453 =
Trust receipt loans SRR E R 41,819,750 =
Other loans HibER 7,800,000 -
88,901,203 -
The borrowings are fE AR NI FHEE ¢
repayable as follows:
On demand or within one year JEERI N —FAEE 61,262,045 =
In the second year NE_FEER 538,162 -
In the third to fifth years, inclusive RE=ZZEFAFEE(REEREMF) 27,100,996 -
88,901,203 -
Less: Amount due for settlement B RTZEAAZZIE
within 12 months (shown G ERBERE)
under current liabilities) (61,262,045) -
Amount due for settlement i i VK S-E D/ O E |
after 12 months 27,639,158 -
The carrying amounts of the Group's bank and other borrowings AEERTEREMEREABENA T EE
are denominated in the following currencies: FTHE :
Hong Kong Canadian  United States
Dollar Dollar Dollar Total
BT pilifd E7T 4z
HK$ HK$ HK$ HK$
BIT BT BT BT
2011 —EB——F
Bank loans RITER 10,000,000 29,281,453 - 39,281,453
Trust receipt loans fErEIBEE R 2,752,855 - 39,066,895 41,819,750
Other loans HEmER - - 7,800,000 7,800,000
12,752,855 29,281,453 46,866,895 88,901,203
2010 —E-ZF - - - -
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For th

27.

110

e year ended 31 December 2011 EE=-FE——F+-_A=+—HILEE

BANK AND OTHER BORROWINGS (continued)

The average interest rates at 31 December were as follows:

27. BITREMERE)

ATBRTZHA=+—BZFHFEx

2011 2010

—ZT——F —E—TF

Bank loans RITER 4.81% N/A
i

Trust receipt loans S E R 3.54% N/A
i

Other loans HEMER 3% N/A
i

Bank loans of HK$20,345,150 are arranged at fixed interest rates
and exposed the Group to fair value interest risk. Other borrowings
are arranged at floating rates, thus exposing the Group to cash
flow interest rate risk.

At 31 December 2011, bank loans of HK$10,000,000, trust receipt
loans of HK$41,819,750 and performance bonds of HK$32,613,221
(2010: HK$93,768,240) are secured by:

(i) acharge over the Group's land and buildings of HK$49,618,069
(2010: HK$ Nil);

(i) a charge over the Group's time deposits of HK$44,380,536
(2010: HK$82,683,621);

(iii) a charge over the Group’'s available-for-sale investments of
HK$54,257112 (2010: HK$24,109,176); and

(iv) corporate guarantees executed by the Company of
HK$529,000,000 (2010: HK$469,600,000).

At 31 December 2011, bank loans of HK$8,936,302 are secured
by a floating charge over all assets of a subsidiary of the Group
with a maximum amount of HK$121,576,000.

At 31 December 2011, bank loans of HK$20,345,150 are secured
by the Group’s land and buildings of HK$22,856,140.

At 31 December 2011, the Group had available and unutilised
banking facilities of HK$493,856,646 (2010: HK$303,281,379).
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20,345,150/ 70 2 $R 17 & SR A B /& I =518 -
Hit AN B R A AN SRR o HAifgFRIA
FEFRE  ARAEERRESRERNE
R -

R=ZF——F+-_A=+—H ' R{ITEXK
10,000,0007 7T + 1= #E UK 5 & 7X41,819,750/%8
TC K B #)1R 432,613,221 B T( — T — T4 :
93,768,24078 7T ) LA N A1 5 AR ¢

(i) BEPAREELHKEZEYA9,618,06978
T(ZE—ZF : %)

(i) B\ A& E FE 8 17 544,380,536/ 7T
(ZZ—Z4 : 82,683,621/ L)

(i) BIMIFAEE 0] HHE K E54,2571127%8
TL(ZZ—Z4F : 24,109,176787L): &

(iv) AZAN R A% 3 & 58 A&529,000,0007% 7T
—E—FF : 469,600,000/ 7T ) K A T
R o

R-—_ZT——F+=-H=+—H 8,936,302/
TTZBITEREUAAEE —HNBARNEE
(5T #8318121,576,0005 7T ) {E &7 B 1K 18
PR o

RZE——F+=-A=+—H 20,345,150/
T2 R1TE RAARE B BB 522,856,140 7T
B it R SR EEMVE B ELR o

NZB——F+-A=+—08  KEE{HE
BN AEARITEE 5493,856,646/8 (==
—Z4F 1 303,281,379/87T) °
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For the year ended 31 December 2011 H#Z=—F——F+_-A=+—HILFE

28. FINANCE LEASE PAYABLES 28. £RIHEREMNN
Group
A EME
Present value of
Minimum minimum
lease payments lease payments
BREHESTR BEHESARZERER
201 2010 201 2010
—E——F —ZT-TF —E——F —ZT-TF
HK$ HK$ HK$ HK$
BT BIT BT BIT
Within one year —FR 581,959 - 523,906 =
In the second to fifth F_EERF
years, inclusive (BIEEEMSE) 1,276,795 - 1,184,764 =
1,858,754 - 1,708,670 -

Less: Future finance charges & : RKEEEH (150,084) -

Present value of lease MEREZ
obligations R EE 1,708,670 -
Less: Amount due for B Rt ZEAR
settlement within 12 A2 F0E
months (shown under (B BmED
current liabilities) af%&) (523,906) =

Amount due for settlement ~ R+—{AA%

after 12 months X2 FIE 1,184,764 =

It is the Group's policy to lease certain of its motor vehicles AEERBECR  UBERENFXNHEEST
under finance leases. The average lease term is 4 years. At 31 AE HOFHEHAERE - RZFT——F 1
December 2011, the average effective borrowing rate was 4% ZA=1+—8H FHEERERERLI% (ZT—
(2010: Nil). Interest rates are fixed at the contract dates and thus TF E) o MIRRAEHNBER] - AltAEEE
expose the Group to fair value interest rate risk. All leases are on BATEFNERR FEHRENNEEERS
a fixed repayment basis and no arrangements have been entered A% WHMERIAESFTLEMNLZH - R
into for contingent rental payments. At the end of each lease HAOFER  NEEBERZEEEERE o

term, the Group has the option to purchase the motor vehicles
at nominal prices.
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For the year ended 31 December 2011 H#Z=—F——&+_-A=+—HILFE

28. FINANCE LEASE PAYABLES (Continued)

29.

112

28. cRIHERNR®E)

All finance lease payables are denominated in the following BN RS EMA L HRATEEE -
currencies:
Group
rEE
2011 2010
—E——F —E-TF
HKS$ HKS$
BT BT
Hong Kong Dollar BIT 194,160 -
Canadian Dollar nis 446,896 -
United States Dollar ET 1,067,614 -
1,708,670 -
The Group's finance lease payables are secured by the lessor’s AEEcHBEERNTRALBAZHEEEY
title to the leased assets. FrEREVEHEIR -
WARRANTY PROVISIONS 29. REBRE
Group
rEH
2011 2010
—B——F —E-FF
HK$ HK$
BT BT
At beginning of year F4) 15,189,986 12,630,124
Additional provisions FHOME A 2,901,173 2,950,126
Acquisition of subsidiaries U g BT /a8~ 7 4,387,464 =
Unused provision reversed CESESEEEL e (2,393,000) -
Provision used [EAEDEEE (2,730,050) (390,264)
At end of year FR 17,355,573 15,189,986
The Group provides warranties to its customers on facade REFERE S R PAFNHER RAR T EIME S [
contracting works in accordance with terms and conditions as IERMEFPRERE Bt - ABREIRENRS
stipulated in contracts, under which defective works are rectified 1 TAEEH B o
or replaced.
The amount of the warranty provision is estimated based on REREBSEDREBTLRIRERKEIIEY
the past experience of the level of defective works and the D ZIREME - ZAFHEENR T AR KRR
estimation basis is reviewed on an ongoing basis and revised ER{ELERT o

where appropriate.
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30. DEFERRED TAX

The following are the major deferred tax liabilities and assets

30. ELERE

UTARAEECHRBZENELEHBAEBR

recognised by the Group. BE
Recognition
of intangible
Accelerated assets Revaluation
tax on business of land and
depreciation combination buildings Others Total
EBast
mE ZEF Bffitih
REHE BERD RESEY) Hith ot
HK$ HK$ HK$ HK$ HKS$
B B B 7 B
At 1 January 2010, RZET-Z5—F—AH"
31 December 2010 —E2-TFFZRA=1+—H
and 1 January 2011 k=F—%—HA—H - - - - -
Acquisition of subsidiaries WEEHTB A A 3,029,074 19,260,395 752,634 (822,572) 22,219,531
Credit to profit or loss FAERBEL (i)
for the year (note 9) - (652,413) - - (652,413)
At 31 December 2011 RZF——%5F
+=A=+—H 3,029,074 18,607,982 752,634 (822,572) 21,567,118

The following is the analysis of the deferred tax balances (after

FhEWM BARRR M = 2 B A IA 4 o5 (I 35

offset) for statement of financial position purposes: BT :
Group
rEH
2011 2010
—E——F T -TF
HK$ HK$
BT BT
Deferred tax liabilities RIEFIES & 22,389,690 -
Deferred tax assets BEFTBEE (822,572) -
21,567,118 -

ERE/NE

o

el

MEEMELANETREEZR

Temporary differences arising in connection with interests in
subsidiaries are insignificant.

R o8
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For the year ended 31 December 2011 H#Z=—F——&+_-A=+—HILFE

31. SHARE CAPITAL 31. |RA
Authorised Issued and fully paid
BE BRORAER

Number Number

of shares Amount of shares Amount

byt 42 8 RH8E &8
Note HKS HKS
fiteE AT AL

Ordinary share of HK$0.01 each EE0A T, BBk

(2010: HK$0.01) (Z2-F%: 00137)

At 1 January 2010 R-Z-T4-A-H 39,000,000 390,000 1,000,000 10,000

Increase in authorised share capital EERAIEM (a) 9,961,000,000 99,610,000 = =

Capitalisation issue BRI BT (a) - - 849,000,000 8,490,000

Issue of shares ki (o) - - 271,750,000 2,717500

Repurchase of shares EERR (c) = - (5,642,000) (56,420)

At 31 December 2010 and REZ-ZHE+-A=T-HER

at 1 January 2011 —Z—%--H 10,000,000,000 100,000,000 1,116,108,000 11,161,080
Repurchase of shares BERR (c) - - (4,348,000 (43.480)
Issue of shares upon exercise TEREREM ETRRM

of share options - - 1,117500 1,175

At 31 December 2011 RZF—F+-A=1-H 10,000,000,000 100,000,000 1,112,877500 11,128,775

Notes: Bz -

(@) On 10 March 2010, the authorised share capital of the Company was @ R-_Z—ZF=-H+H AQAHEBES
increased from HK$390,000 to HK$100,000,000 by the creation of 9,961,000,0000% % % M 150.017% 7T & A% 15 15
9,961,000,000 shares of HK$0.01 each; and conditional on the share s 5E B% 75 F1390,0005% 7T 1 Z100,000,0005%
premium account of the Company being credited pursuant to the T EARTBMRERBE2REEANT
global offering of the shares of the Company, the directors of the MR B AR ZI&HET » ANA GBS T
Company were authorised to capitalise the sum of HK$8,490,000, 849,000,0008% & AE EIE0.0175 7T A BZ (5 LA F &
standing to the credit of the share premium account of the Company ABEBIVER R RR 1D + ¥ 48%88,490,00058 7T 51 A
by issuing 849,000,000 shares of HK$0.01 each, credited as fully paid AT RHEER -
at par.

(b)  On 30 March 2010, the Company issued 271,750,000 ordinary shares by R-E—ZTF=A=+0 ' ARal=KER
of HK$0.01 each at a price of HK$1.18 each upon completion of the 153 1y 2 BR 3 B 5 0B DA B IR (B 1811838 T3 1T
global offering of the shares of the Company. 271,750,000 % A% FI{E0.01 55 TTHIAR (5 ©

(c)  During the year ended 31 December 2011, the Company repurchased (00 MBE-—Z—&+—_A=+—HILFER

114

and cancelled 4,348,000 (2010: 5,642,000) shares of its own shares
through purchases on the Stock Exchange for total consideration of
HK$3,912,960 (2010: HK$3,646,140).
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For the year ended 31 December 2011 H#Z=—F——F+_-A=+—HILFE

31.

32.

SHARE CAPITAL (Continued) 31. BA&#®)
The Group's objectives when managing capital are to safeguard AEEBTEERNE N AREAEBMNIFEL
the Group's ability to continue as a going concern and to maximise BN URBEBTEBESEERREIELEE R
the return to the shareholders through the optimisation of the LA B R SR AR o
debt and equity balance.
The Group sets the amount of capital in proportion to risk. The AEBEZRRRLAIREERERE - AEE2R
Group manages the capital structure and makes adjustments BEERAS EREEEENRRFEEREE
to it in the light of changes in economic conditions and the risk AEBREEELAE - BEFIABRERE
characteristics of the underlying assets. In order to maintain or B AEEEEHBRREREMNSERIET
adjust the capital structure, the Group may adjust the payment of AR ©
dividends or issue new shares.
The Group monitors capital using a gearing ratio which is bank ANEEPAEE B ELE = (BIERTT R E A & 5/ A
and other borrowings divided by the equity attributable to owners RAEHER AEGER) BERER o NEBAIK
of the Company. The Group's policy is to keep the gearing ratio at KK EEBBLEEREFNEEKTE - T3A
a reasonable level. The gearing ratios at 31 December 2011 and 2 —FRZTETFFA=F+—HZE
2010 are as follows: EBELX
2011 2010
—EB——F —E-TE
HK$ HK$
B BT
Bank and other borrowings RIT R EALE K 88,901,203 -
Equity attributable to RATEER NELER
owners of the Company 574,384,687 513,977,876
Gearing ratio BEAMBLE 15.5% 0%
The only external imposed capital requirement is that for the Group 7N B 4 4 L OB SR BT T 2 L ) ME — SR
to maintain its listing on the Stock Exchange it has to have a public BHERBERE  NEBARBEED25% M
float of at least 256% of the shares of the Company. RBARFRE -
RESERVES 32. f&f&
(A) GROUP (A) &E£EHE

The amounts of the Group's reserves and the movements
therein are presented in the consolidated statement of
comprehensive income and consolidated statement of
changes in equity.

AEBZFHEEAREHENFEEEHK
BmRNMEEEREBRP LT

ERRREBERLET T —FFRH 115



Notes to the Financial Statements

AAF5 R R Bl ot
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32. RESERVES (continued)

116

(B)

(C)

COMPANY

The amounts of the Company’s reserves and the movements
therein are presented below.

32. ®EE)

(B) A27
RRRZEEEZEREBH2FAT -

Share Share-hased Accumulated Proposed
premium  payments losses/ final
account reserve retained profit dividend Total
Rt UARGAEE RHEE/ =
Bk A REEF RERE ok
Note HK$ HKS HKS HKS HKS
liF3 BT BT BT BT BT
At 1 January 2010 RZE-ZF-f—-H 209,869,896 4,635,330  (60,967109) 24,000,000 177538117
Profit for the year FREF - - 24399216 - 24399216
Capitalisation issue BRI BT (8,490,000) - - - (8,490,000
Issue of shares #akin 317947500 - - - 317947500
Share issue expenses BOE53 (18,018,450) - - - (18,018,450
Repurchase of shares EERR 31(c) (3,589,720) - - - (3,589,720)
Share-based payments ARR{D AERE T3 33 - 549410 - - 5496410
Dividends paid BRE (215,341,620 - - (24,000,000 (239,341,620)
Proposed final dividend RERERE 13 (16,741,620) - - 16,741,620 -
At 31 December 2010 and RZZ-SEtZA=T-RAk
1 January 2011 —Z—4%—-f-H 265,635,986 10,131,740  (36,567893) 16,741,620 255,941,453
Profit for the year FREF - - 47842,468 - 47842468
Repurchase of shares BERR 31e) (3,848,030 - - (21,450)  (3,869,480)
Share-based payments IR BETET 33 - 6524819 - - 6524819
Dividends paid BRRE 13 - - - (16,720,170)  (16,720,170)
Issue of shares upon TbmEREnZTRG
exercise of share options 715,200 - - - 715,200
At 31 December 2011 RZF—F+ZA=1-H 262,503,156 16,656,559 11,274,575 - 290,434,290
NATURE AND PURPOSE OF RESERVES (C) REHMEREH

()  SHARE PREMIUM ACCOUNT

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

(C) NATURE AND PURPOSE OF RESERVES (Continued)
(Il) FOREIGN CURRENCY TRANSLATION RESERVE

The foreign currency translation reserve comprises all
foreign exchange differences arising from the translation
of the financial statements of foreign operations.
The reserve is dealt with in accordance with the
accounting policies set out in note 3(d) to the financial
statements.

(Ill) INVESTMENT REVALUATION RESERVE

The investment revaluation reserve comprises the
cumulative net change in the fair value of available-for-sale
financial assets held at the end of the reporting period
and is dealt with in accordance with the accounting
policy in note 3(l) to the financial statements.

(IV) SHARE-BASED PAYMENTS RESERVE

The share-based payments reserve represents the fair
value of the equity instruments granted under the share
purchase plan to directors and employees and the fair
value of the actual or estimated number of unexercised
share options granted to directors, employees and
business partners recognised in accordance with the
accounting policy adopted for share-based payments
in note 3(v) to the financial statements.

(V) STATUTORY RESERVES

The statutory reserves, which are non-distributable, are
appropriated from the profit after taxation of the Group'’s
PRC and Macau subsidiaries under the applicable laws
and regulations in the PRC and Macau respectively.

33. SHARE-BASED PAYMENTS

EQUITY-SETTLED SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Scheme”) on
10 March 2010. The purpose of the Scheme is to provide incentives
or rewards to the eligible participants for their contribution to the
Group and/or to enable the Group to recruit and retain high-calibre
employees and attract human resources that are valuable to the
Company and its subsidiaries. Eligible participants include the
directors, employees, suppliers, customers, consultants, advisers,
managers, officers or entities that provide research, development
and other technological support to the Company, the Company's
subsidiaries and other entities in which the Company holds any
equity interest. The Scheme became effective on 10 March 2010
and, unless otherwise cancelled or amended, will remain in force
for 10 years from that date.

32. EEE)

(C) RFEMMERBN(E)
(I) ZMEEE S it
SNETE 3 it B 1R TR BB SN TS
B R MELRINEZR o %iH#
WIRIBM BR3P E A S
STEREREERE -

() REE A
REEGHFERERREHRIFEN
IHHESREENATEZSHNR
FHFER - MWAR IR BTSRRI AES() AR
HHOEHBREIE °

(IV) B GBEE K #E

PAB n BB SR e R IR AR D 8
BtEIRTEEMESBMBRATAN
RFE - RERTES BREREKR
HZRITEBRENERHEFTEE
B AFE - THRBEM B RERM (V)
Sh A RRAD 7% 2R HE A5 5K T SR A O & 5T B
R ARERR °

(V) EEt#E
PR IRHDETE F TR AR E R
B NOR P E 2 RAR B BIE R
FORFIRER FOERBBRR S T
B -

33. URODBEREMNK

DN Sy iChed 3 g B
ARABRER-_E-—ZTF=A+HARH—EER
st a8l ([%at8l)) - ZAt 85 ERBHEHA
BERSHEE RUBRSHAEEZERME &
FAREREREREEREERESIHARA
REMBARAEEREEZANER - A&
RBEERE/ARA - ARRZHE AR K
ARBREFHEEARA D 2 EEEERE
Wi ABEREMRTXECES BB
HER &P - B BN £32 - SR
BENER - ZFENER T -—ZEF=ATH
R RRIEREEHHIERT - BRIKHZBRE
AT FERERBR -
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33. SHARE-BASED PAYMENTS (Continued) 33. Uk REB N ()

118

EQUITY-SETTLED SHARE OPTION SCHEME (Continued)

The maximum number of unexercised share options permitted
to be granted under the Scheme is an amount equivalent, upon
their exercise, to 10% of the shares of the Company in issue
immediately following the completion of the global offering of the
Company (i.e. 112,175,000 shares), unless the Company obtains
approval from the shareholders in general meeting to refresh such
limit for a further 10% of share in issue as at the date of approval
of the refreshment. The maximum number of shares issuable
under share options to each eligible participant in the Scheme
within any 12-month period, is limited to 1% of the shares of
the Company in issue at any time. Any further grant of shares
options in excess of this limit is subject to shareholders’ approval
in a general meeting.

Share options granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are
subject to approval by the independent non-executive directors. In
addition, where any grant of options to a substantial shareholder
or an independent non-executive director of the Company, or to
any of their associates would result in the securities issued and
to be issued upon exercise of all options already granted and
to be granted to such person in the 12-month period up to and
including the date of such grant in excess of 0.1% of the shares
of the Company in issue at any time and with an aggregate value
(based on the price of the Company’s shares at the date of the
grant) in excess of HK$5 million, such further grant is subject to
shareholders’ approval in advance in a general meeting.

The offer of a grant of share options may be accepted within
21 days from the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise period
of the share options granted is determinable by the directors, and
commences after a certain vesting period and ends on a date
which is not later than 10 years from the date of the offer of the
share options.

The exercise price of the share options is determinable by the
directors, but may not be less than the highest of (i) the Stock
Exchange closing price of the Company's shares on the date of
the offer of share options; (ii) the average Stock Exchange closing
price of the Company's shares for the five trading days immediately
preceding the date of the offer; and (iii) the nominal value of the
Company's shares.

Share options do not confer rights on the holder to dividends or
to vote at shareholders’ meetings.

Far East Global Group Limited  Annual Report 2011
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33. SHARE-BASED PAYMENTS (Continued)
EQUITY-SETTLED SHARE OPTION SCHEME (Continued)

Details of the movements of the share options granted on 29 June
2010, 27 July 2010 and 4 October 2011 are as follows:

33.

LR 5 RER AT

K (&)

DA A5 2 IR ARt 8 (47

n=

T-TFERAZ+IE -

—=—

TELH

“tEARE—FTANBZERLEK
RzEBHEWT

Number of share options
BkERA
Exercise  Outstanding at Exercised Lapsed Outstanding at  Exercisable at
Exercisable price 1 January ~ Grant during during during 31 December 31 December
Tipe of participants Date of grant Vesting period period per share am the year the year the year M M
H-%--£ H-F--F HI%--%
-f-H tZR=t-R t2A=t-A
SEEEH bl ol 1 fifeH SHOEE  WAOE  EREE  ERGE  ERRR BAGE i
HKS
AT
Chief executive 27 July 2010 27y 2010t 29 Jung 2011 to 065 8750,000 - - (62500000 2500000 2,500,000
director and 28 Jung 2011 28 Jung 2020
chairman
THERREE BRECACTHE B-RECACTHRE BESACTARE
—A__EAH—+\E “Z- 7¢AH f\E
27 July 2010 29 Jung 2010 to 29 Jung 2012 to 065 8750,000 - - (6250000 200,000 -
28 June 2012 28 June 2020
TE-RELACHHR CE 7¢AH thAE —5-ErA-thBEZ
ECERACHNE ECEERACTAR
27 July 2010 29 Jung 2010 to 29 Jung 2013 to 065 8750,000 - - (62500000 2500,000 -
28 June 2013 28 June 2020
ERELACTHA 23 ?gﬂﬂ thaz - _EAH 1A%
F-=ERACtNR ZE2EESACTA
27 July 2010 29June2010t0 29 Jung 2014 to 065 8750,000 - - (620,000 2,500,000 -
28 June 2014 28 Jung 2020
“E-RELACTHE CE-EESAACTABE CE-MERACTHRE
ZE-MERACTNE CECEERACTAR
Other executive 29 June 2010 29 June 2010 o 29 June 2011 to 0.65 1,200,000 - - - 1200000 1,200,000
directors 28 June 2011 28 Jung 2020
kG ERERACTAE CE-EERACARE _f”¢AH 1A%
—A__ﬁﬂﬂ_f\a & :inﬂ f\ﬁ
29 Jung 2010 29 June 2010 to 29 Jung 2012 to 065 1,200,000 - - - 1,200,000 -
28 June 2012 28 Jung 2020
“E-TERA-tAA :2 %gﬂﬂ thBE —5--&rA-thBE
-2 —EAH—+\E “Z- 7¢AH f\E
29 Jung 2010 29 Jung 2010 to 29 Jung 2013 to 065 1,200,000 - - - 1200000 -
28 Jung 2013 28 Jung 2020
E-EEAACTAR ZE-ERAACTARE O3 ‘ﬁuﬂ thAZ
TEEERACHNE ECEERACTAR
29 Jung 2010 29 Jung 2010 to 29 Jung 2014 to 065 100,000 - - - 1200000 -
28 June 2014 28 Jung 2020
CE-EENACHAR CE-EERACTARE CE-MERA-TARE
TE-RERACHNE CECEERACTAR
BERRBEEERAT —ZET——FFRK 119
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33. SHARE-BASED PAYMENTS (Continued)
EQUITY-SETTLED SHARE OPTION SCHEME (Continued)

33. U BERNRE)
DB R B ()

Number of share options
EREgA
Exercise ~ Qutstanding at Exercised Lapsed Outstandingat  Exercisable at
Exercisable price 1 January  Grant during during during 31 December 31 December
Tipe of participants Date of grant Vesting period period per share 20 the year the year the year 201 20
H_%--£ Ho%--F Wo%3--F
-R-8 t2h=1t-A tZR=t-H
SEEEH bl BEY k8 SRR HAOR  EARE  FAOR  ERRE BAGR ik
HKS
AT
Business partners 29 June 2010 NA 29 June 2011 o 085 4,000,000 - - - 4000000 4000000
28 June 2020
FhER “5-IERACtAE TR _T__iAﬂ thAE
—7 7&/\% +\E
29 June 2010 N/A 29 June 2012 to 085 4,000,000 - - - 4,000,000 -
28June 2020
:g_ggﬁﬂ:+hﬁ AER % 7¢AH %ﬂﬁi
E-EERACTAR
4 Qctober 2011 N/A 4 October 2012 to 052 - 4025000 - - 4025000 -
3 October 2016
e 1 “E-—£AmAZ
ZE-ETAZRE
4 Qctober 2011 N/A 4 Qctober 2013 fo 052 - 4,025,000 - - 4,025,000 -
3 Qctober 2016
“5——E1AmA TR “5-=£1AmAZ
Z3-ETAZR
4 Qctober 2011 NA 4 Qctober 2014 to 052 - 4025000 - - 4,025,000 -
3 October 2016
Z5—E1+AmA TR “3-METAMRE
ZE-7E1AZA
4 Qctober 2011 N/A 4 October 2015 to 052 - 4025000 - - 4025000 -
3 October 2016
3 gifu TR S-RETARAZ
A‘A¢+ﬂ A
PRC employess 29 June 2010 29 June 2010 to 29 June 2011 to 065 6209000 = (400000 (473000 5696000 589,000
28 June 2011 28 June 2020
mEES SEERAACTAE ZE-EERACTARE CE-ERACTARE
e = 2 s 1=
29 June 2010 29 June 2010 to 29 June 2012 1o 085 6,209,000 = = (598,000) 561,000 -
28 Jung 2012 28 June 2020
“E-BFRACHA _§ SENAZTARE Z3-—FRACTABE
BRSNS ECEERACHAA
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33. SHARE-BASED PAYMENTS (Continued)
EQUITY-SETTLED SHARE OPTION SCHEME (Continued)

33. AR BEBIR
DB R R ()

K (&)

Number of share options
BhiEdE
Exercise ~ Qutstanding at Exercised Lapsed Outstandingat  Exercisable at
Exercisable price 1 January ~ Grant during during during 31 Decamber 31 December
Type of participants Date of grant Vesting period period per share am the year the year the year am 2
H-%--£ H-%--F po%--%
-A-8 t2A=t-B 12A=t-A
SEEE RHing ol 1 fifeH SHROEE  HAGE  EREHE ERfif ERAN HAGE it
HKS
BT
Other employess 29 Jung 2010 29 Jung 2010 to 29 Jung 2011 to 065 12,828,500 - (10775000 (37385000 8012500 8,012,500
28 June 2011 28 Jung 2020
Efgg ZEEEARCTAR ZE-BERACTARE :T —ErAZTNAZ
ZE-FRRCtAR ZECEERACTAR
29 Jung 2010 29 Jung 2010 to 29 Jung 2012 to 065 12,808,500 - - [478000) 8110500 -
28 June 2012 28 Jung 2020
E-¥EACtAR B -ﬁ/\ﬂ thEE —E-ERA-ThAE
—% _E/\ﬂ N8 ZE-EERA-tIA
29 Jung 2010 29 Jung 2010 t 29 Jung 2013 to 065 12,828,500 - - (478000) 8,110,500 -
28 Jung 2013 28 Jung 2020
TEEERACTAR CE-EERACtARE CE-CERACtARE
ZE-ZERAZTNR ZRIEERACTMA
29 Jung 2010 29 Jung 2010 to 29 Jung 2014 to 065 12,828,500 - - (4718000) 8,110,500 -
28 June 2014 28 Jung 2020
5ERAACTAE ZE-EERACTABE CE-DERA-TARE
SEMEAACHNE CECEERACTAR
4 Qctober 2011 4 Qctober 2011 o 4 QOctober 2012 to 052 - 1875000 - - 1875000 -
3 October 2012 3 October 2016
Z3—FtARA E-E1PMEE  E-CEtRWAE
o S
4 Qctober 2011 AOctobe WM to 4 October 2013 to 052 - 1875000 - - 1875000 -
3 October 2013 3 October 2016
“5——%TAEA ‘T——¢+ﬂlﬁi “5-=E1AmAZ
Z3-ZE1AZH Z3-ETAZA
4 Qctober 2011 4 October 2011 to 4 QOctober 2014 to 052 - 1875000 - - 1875000 -
3 October 2014 3 October 2016
Z5——FTALA Z—-FtAREE  —I-METARAER
“5-MEA=H I v
4 Qctober 2011 4 Qctober 2011 to 4 Qctober 2015 to 052 - 1875000 - - 1875000 -
3 October 2015 3 October 2016
“5——F1ARA “Z--£1fmAZ S-RETARAE
:?-ﬁﬁﬂiﬁ -2 /\H’H A
11532000 23600000 (1175000 (439635000 90,051,000 21408500
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33. SHARE-BASED PAYMENTS (Continued)

EQUITY-SETTLED SHARE OPTION SCHEME (Continued)

The options granted in 2010 and 2011 had exercisable period of 10
years and 5 years respectively from the date of grant.

If the options granted remain unexercised after the exercisable
period, the options expire.

Options are forfeited if the employee leaves the Group.

Options granted to business partners were incentives for helping
the Group expand its business network, acquire and explore new
business projects and opportunities. The fair value of such benefit
could not be estimated reliably and as a result, their fair values
are measured by reference to the fair value of share options
granted.

The estimated fair value of the options granted on 29 June 2010,
27 July 2010 and 4 October 2011 is HK$12,256,004, HK$8,619,188
and HK$2,927450 respectively.

Equity-settled share-based payments expenses of HK$6,524,819
has been recognised for these share options during the year ended
31 December 2011 (2010: HK$5,496,410).

The fair value was calculated using the Black-Scholes Model. The
inputs into the model are as follows:

Share option

33.

LR BERSRE)

DIs s 2 RS 8 (F)
RIZE—ZFR-ZT——FAREBRER K
HAHREITEROBATFERES -

i 8 B A IO 1T {2 F3 AR (R R 7T 2 - R BB AR o
KA o

iR EREFARE - AIBAERS O -

BRI EBRHEZBRET RS G A EE R
REXHESE B RMEHEHAEB KK
M#s T8 - ZFMEZ A FEARER S
At MERXTFED2RAREEREZ AFE

e -

R-_ZE—ZFXA-_1+IB —FT—ZFF+AH
—t+tBR=FT——Ft+ANAZELBEH
R 2 Mt 2B 5 A12,256,0047% T
8,619,188/ 7T 522,927 450/ JT °

HE-_ZT——F+-_A=+—HLEFERY
ZEBEREAEZEEIROBERNRZ
Fi X #E R 46,524,819 L ° (— T — T 4F ¢
5,496,410/ 7C) °

ATETIATIH — R R o 5 AR
ZHABRIT :

Share option Share option

granted on granted on granted on

29 June 2010 27 July 2010 4 October 2011

RZZ-2F R-ZE-2F RZB——F

~AZthE tA=ttH +AMmA

BRI ZERE ERIEZBRE ERIEZBRE

Weighted average share price IMEF AR (E 0.634 0.784 0.501
Exercise price 1768 0.650 0.650 0520
Expected volatility KR 46.237% - 49.434% 45.808% - 48.307% 41.675% - 45.408%
Expected life R EH 2 - 4 years 2 - 4 years 3-4.5 years
2—4% 2-4%F 3—45%

Risk free rate A = 0.796% - 1.416% 0.554% - 1.100% 0.390% - 0.682%
Expected dividend yield BHREE 3.426% 2.785% 2.994%
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33.

34.

SHARE-BASED PAYMENTS (Continued)

EQUITY-SETTLED SHARE OPTION SCHEME (Continued)

As the Company was newly listed since 30 March 2010, there were
no sufficient trading records to make reference of the volatility of
the Company's share price. Therefore, the expected volatility was
based on the historical volatility of the share prices of comparable
companies over the periods that are equal to the expected lives
of the share options.

The expected life used in the model has been adjusted, based on
the Group's best estimate, for the effects of non-transferability,
exercise restrictions and behavioural considerations.

NOTESTOTHE CONSOLIDATED STATEMENT OF
CASH FLOWS

ACQUISITION OF SUBSIDIARIES

On 4 May 2011, the Group acquired 55% of the issued share
capital of Red Holdings Group, Inc. for a cash consideration of
HK$210,600,000. Red Holdings Group, Inc. owned 100% equity
interests in Gamma USA, Inc. and Gamma Installations Inc. at that
date. In accordance with the terms of the acquisition agreement,
the Group would acquire, through Red Holdings Group, Inc., an
effective equity interests of 55% in Gamma Windows and Walls
International, Inc. for nil consideration at a future date which was
completed on 30 September 2011. On the same date, the Group
obtained control of Red Holdings Group, Inc. through amendments
of constitutional documents of Red Holdings Group, Inc. pursuant
to which the Group would be able to control more than 50% of the
voting power in Red Holdings Group, Inc.. Red Holdings Group, Inc.
is engaged in the supply, manufacture and installation of curtain
wall system. The acquisition is for the purpose of increasing the
Group's market presence in North America.

33.

34.

LR BERSRE)

DIz 2 RS 8 (F)

HRARBR -E-—FF=A=+HH LW
B0 B R A R BR S 2 R (B R 1R 2 32 5 R % ]
H2E - Fitt - BHKIETRE A ELLER AR
FEAH F BB ROHE 2 TR AT F R 2 AR B/ SR U i

BETE °

SR Y B F R AR R
B TERHRITARENE S 2 R
EL S

RERERMEBRHEE

W B B 2 7

RZFE——FRAMA  ZEENBEEKE
210,600,000/ JT U #ERed Holdings Group,
Inc.65%E % 17 X A" ® % B Hl ' Red
Holdings Group, Inc.# Gamma USA, Inc.
F.Gamma Installations Inc. & 2FRAE o BIEU
B 17 s B R R - NS (B G O R 2R B B3 B Red
Holdings Group, Inc.JA = X (& I BEGamma
Windows and Walls International, Inc.55% &
BRE(ER-ZE——FALA=ZTHZEK) - R»
[f—HHf - A& E @ iBRed Holdings Group,
Inc. /B EIRXMHEERT (BRIL - AEES &%
#IRed Holdings Group, Inc.j iE50%H) % 2=
# ) #7SRed Holdings Group, Inc.Hy#E Hil# -
Red Holdings Group, Inc. 0 ERMERE « £E KM
RERB/BES - ZWEEERALEERILE
RITIZH A X o
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34. NOTESTOTHE CONSOLIDATED STATEMENT OF 34. I8 B E&RERM T &)
CASH FLOWS (continued)

ACQUISITION OF SUBSIDIARIES (Continued) BB A = (&)
The fair value of the identifiable assets and liabilities of Red Holdings REE HF B B - W EERed Holdings Group,
Group, Inc. acquired as at the date of business combination is as Inc. AJ#ABEEHBENAFELNT ¢
follows:
HK$
BT
Net assets acquired: W & R
Property, plant and equipment Y E NG 38,693,419
Intangible assets EAE 47737286
Inventories & 5,179,378
Trade and retention receivables B 5 W R EWARE & 109,392,984
Amount due from customers for A T2 R P IR
contract work 23,228,535
Prepayments, deposits and other AR - e REMEURGR
receivables 3,159,233
Bank and cash balances R1ITRIAE R 9,191,299
Trade payables B SR (21,370,615)
Amount due to customers AN TR ER R IR
for contract work (11,622,749)
Other payables and accruals H sk A& A (10,748,050)
Warranty provisions IREBE RS (4,387,464)
Current tax liabilities REAFRIE B 1B (9,814,794)
Deferred tax liabilities FIEFRIBAE (22,219,531)
Bank and other borrowings HR1T R E M SR (59,588,657)
Finance lease payables SREERENR (1,631,987)
95,198,287
Non-controlling interests IEEAS fE e (42,839,229)
Goodwill [ES 159,706,718
Fair value of 55% of equity Red Holdings Group, Inc. 55% %t
interests of Red Holdings Group, Inc. HAFE 212,065,776
Satisfied by: BRAR :
Net cash outflows arising on BB A Rl E A MR €L F 8
acquisition of subsidiaries
Cash consideration paid BfEeNRE (210,600,000)
Loan to Red Holdings Group, Inc. BIRed Holdings Group, Inc {2t &% (25,997400)
Cash and cash equivalents acquired Wig 23R e MRS EEY 9,191,299
(227.406,101)
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34.

35.

combination.

NOTESTOTHE CONSOLIDATED STATEMENT OF 34. R RERERMT (&)
CASH FLOWS (Continued)
ACQUISITION OF SUBSIDIARIES (Continued) s B B B A R (48
The fair value of the trade receivables, prepayments, deposits and BSRM - BER - me MEAERE R
other receivables and amount due from customers for contract AR TREREP BN A EENZ B
work approximates its fair value as at the date of business BEHNATFERE -
The Group recognised a gain of HK$7769,080 as a result of re- HARAEE B[R FBHE FaIRRed Holdings
measuring at fair value its 55% equity interests in Red Holdings Group, Inc.BI55%A% 1 @ A & B #E R W =
Group, Inc. before the business combination. Such gain is included 7.769,080/5 7T © szdiamrt AEABULA o
in other income.
The goodwill arising from the acquisition of Red Holdings Group, W EERed Holdings Group, Inc.E4£RIREEHAK
Inc. is attributable to the anticipated profitability of the operations SERIEENTEH AR KK B 6 FFa)TE B R 2K
of the Group in North America and the anticipated future operating K15 R R PE FTER o
synergies from the combination.
Red Holdings Group, Inc. contributed approximately HK$100,290,691 Red Holdings Group, Inc.R¥#A 4f B BB AR
and HK$5,644,903 to the Group's turnover/revenue and loss for HEHARARANAEERAFENLERE IR
the year respectively for the period between the date of business = M E B 9 Bl £100,290,6917%8 JT K& 5,644,903
combination and the end of the reporting period. BIT ©
If the business combination had been completed on 1 January WEEEHR=ZZE——F—HA—HE =
2011, total Group turnover/revenue for the year would have been B AIAEBAFELER WS BHEH
HK$1,093,924,500 and profit for the year would have been #1,093,924,5007% ¢ B A F E & 7 # &
HK$66,432,942. The proforma information is for illustrative purposes 66,432,9428 7T - ZEZEERHE MR - W&
only and is not necessarily an indication of the turnover/revenue ERTNMBER =S ——F — A —BEKEAR
and results of operations of the Group that actually would have EEBEREERE WS RSB REE  INEXE
been achieved had the acquisition been completed on 1 January RARREERTER o
2011, nor is intended to be a projection of future results.
CONTINGENT LIABILITIES 35. RAREE
(a) Performance bonds (a) FEHVREK
Group
rEE
2011 2010
—B——fF —E-TF
HK$ HK$
BT 7SI
Guarantees under TEERZELOREER
performance bonds
for construction contracts 1,296,877,653 688,467,671
ERREBREEERAT —ZT——FF®H 125
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35. CONTINGENT LIABILITIES (Continued)

(b)

During the year ended 31 December 2011, the Group has a
dispute with a supplier over the quality of materials amounting
to HK$6,106,711 supplied to the Group. The Group has not
paid for the materials and the dispute has not been resolved
as at 31 December 2011. It is the directors’ opinion that the
ultimate liability arising from the dispute, if any, will not have
a material impact of the Group’s financial position.

At 31 December 2011, the Company has issued the following
financial guarantees:

35.

HREEE)

b)) B=2=F——F+-_A=+—HLF
B AEBE—HEMNREAHEEEES
6,106, 7 1MBITHMEIE S B E4ED - K=
T——F+-_f=+—H AEBEHEAZ
NEREEEZUDHAER - EERE 4
MIMEENRKRABE(RA ) BTEHASE
EZHBRRAEEERTE -

R-IZB——F+-"H=+—H XRFE
ER TSI SRR

Company
RATF
2011 2010
—E——fF ZE—TF
HK$ HK$
BT 7SI
Corporate guarantees for MEF B ARNERITEE
banking facilities EH B A RIFER
granted to a subsidiary 529,000,000 469,600,000

At 31 December 2011, the directors of the Company do not
consider it probable that a claim will be made against the
Company under the above guarantees. The maximum liability
of the Company under above guarantees at 31 December
2011 is HK$101,957572 (2010: HK$93,768,240).

The fair value of the financial guarantees at date of inception is
not material and is not recognised in the financial statements.

36. LEASE COMMITMENTS

At 31 December 2011 the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

126

36.

NZBE——F+_A=+—0  AAGESET
RERNNFAREEEHE EMERMBERE - BIE
FitiER  ARAFR=-BE—F+=-_A=+—
A& eaEA101,9575728 (- —T4F
93,768,240/87T) °

ERMERNFIZAHNAFELIFEKR  HX
BERPIERERPER

HEARE

RZZE——F+_A=1+—8 RETAIRH
REMERNNOARKEHES N FABNT

Group

rEH
2011 2010
—E——F —T-TF
HKS HKS
BT BIT
Within one year —FR 10,111,525 5,989,057
In the second to fifth years inclusive E-FEEZFRFE(BREERE) 16,191,105 3,646,868
After fifth year FhEE 67,862,072 =
94,164,702 9,635,925
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36. LEASE COMMITMENTS (Continued) 36. HE&RE®)
Operating lease payments represent rentals payable by the Group KEHENFTIEAEBENETHAE  BE
for certain of its offices, factories and staff quarters. Leases are REIBENHEE HEHZEEA—21TF
negotiated for a term ranging from one to ten years and rentals BHSEEEGRREE R NEIEHAES
are fixed over the lease terms and do not include contingent
rentals.
37. RELATED PARTY TRANSACTIONS 37. BEALRS
In addition to those related party transactions and balances BRRMERREMITDBEENAEALTRIS R
disclosed elsewhere in the financial statements, the Group had the HEARN NREBRFERNEEBEATETT R
following transactions with its related parties during the year: HR 5
(A) TRANSACTIONS WITH RELATED PARTIES (A) EHEEATHRS
Group
rEE
2011 2010
—E——fF —E—TF
HK$ HK$
BT 7SI
Purchase of materials from BARRAFERKRER
related companies controlled TR EBEEHIA
by a close family member FAE N mliE B Wkt
of a beneficial shareholder
of the Company - 3,281,754
(B) BALANCES WITH RELATED PARTIES (B) EAEAL&EER
Group
rEE
2011 2010
—B——F —ETE
HK$ HK$
BT BT
Other loans: HMER
Loans from non-controlling HIB AR EEALEN
shareholders of a FAGIENGIE R e
subsidiary who have RIENER
significant influence
over that subsidiary 7,800,000 -
The loans are unsecured, interest-bearing at U.S. prime rate ZEERERT  REFEERESRA
plus 0.5% per annum compounded daily and repayable on EMNOL%TEFHEAF S BAR=
15 November 2015. T-—AF+—A+HAEE-

EREBRERARAT —2——f£58 127
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37. RELATED PARTY TRANSACTIONS (Continued)

(C)

37 BEALRZ #®)

COMPENSATION OF KEY MANAGEMENT PERSONNEL (C) FEEEAEHE

Group

rEH
2011 2010
—E——F —E-TF
HK$ HK$
BT BT
Short term employee benefits %2 £i{E 2137 14,061,604 17,494,063
Share-based payments LARGAD A ERET R (1,024,939) 2,302,725
Post-employment benefits KRILERERER 506,859 545,098
13,543,524 20,341,886

38. EVENTS AFTER THE REPORTING PERIOD

128

(i)

On 2 February 2012, the Company entered into a subscription
agreement with Add Treasure Holdings Limited, a wholly-
owned subsidiary of China State Construction International
Holdings Limited, a company listed on the Main Board of the
Stock Exchange, in respect of the subscription of 1,038,550,000
ordinary shares of HK$0.01 each of the Company by Add
Treasure Holdings Limited at a price of HK$0.62 per ordinary
share for a consideration of HK$643,901,000. The subscription
was completed on 28 February 2012.

Upon completion of the subscription as mentioned in (i)
above, Add Treasure Holdings Limited is required to make
mandatory unconditional cash offers for all issued ordinary
shares of the Company at a price of HK$1.18 per ordinary
share and for cancellation of each of the 23,600,000 and
61,903,500 outstanding share options with exercise price
of HK$0.52 and HK$0.65 respectively at a price of HK$0.66
and HK$0.53 respectively under rule 26.1 and rule 13.1 of
the Hong Kong Code on Takeovers and Mergers. The offers
were completed on 23 March 2012 and 499,433,279 of
shares were acquired by Add Treasure Holdings Limited and
23,600,000 and 44,651,000 of share options with exercise
price of HK$0.52 and HK$0.65 respectively were cancelled.
According to the share option scheme of the Company, all
the share options remained outstanding at the close of the
offer lapsed automatically.

Far East Global Group Limited  Annual Report 2011

38. MEHREE

(i)

(ii)

NR-EBE——F-_A_-B  AAFENE
TRAR AR (BRAER LT ARF R
EREEREEERARNEZENBAR)
RIMRERE - Bt MBEERERA
7] LA {B643,901,0005% 7T 1% & I% & 38 IR
0.62 ST HE AR A 8] F AR E E0.01 8 Tt /Y
1,038,550,0000% % i ik o Z B EIER
—E——F-RB-+NHZK

REMOKEEEZRE  2RBRESR
75 A A ULRE & & 0F 57 BIAR BI26.1 K 58 Al
13.1 » ERINEIEIR AR A & 1F 58 5l M
BIKHEY - BEERSRTER1.188T
WEARARZPERHTLBRRABRE
0.66% 7T 20.53 8 ek sHTEEB H Bl &
0.527% T }0.65/% JT #923,600,0000% &
61,903,5000% i R 1T 8 2 HERR#E - 24
R-BE——F=A-+=B%K " BMNE
7 B 5 R A &) Uk B8499,433,279B% B 15
1TE B & 5 Bl 50.52% 7T }0.65% 7T B
23,600,00017 K44,651,00017 B& P& 4 4%
i o RBEARRIMBERETE  RNELD
R - FTERARITEMBREE 88K
R o
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39.

40.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform
to the current year's presentation. The changes included the
reclassification of sale of scrap materials previously classified
under other income to cost of sales. The new classification of the
accounting items was considered to provide a more appropriate
presentation of the Group's results.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue
by the Board of Directors on 30 March 2012.

39.

40.

EE BB 7
ETHBBFEEFDOBURARNFEZET
HE - BEHBREERMEN D BEHEKRAN
(2RI EREMBAT) - G5HIEE B DM
EERHEREZIAEEEENTT X -

it B IR R
HBBREN_E——_F=-A=tHEES=g
HEAE AR RE T2 o
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FIVE-YEAR FINANCIAL SUMMARY IFEMBEE

The table set out below summarises the results and the assets, liabilites T X AEERBERABEWNBFREZEERE
and minority interests of the Group for the last five financial years, as &+ BERIHRFEZHME - DEHFEAEEE
extracted from the Group’s published consolidated financial statements ~ BFE 2 ERAHEA M BHHRE  WE BN EHH5H
of the respective years and restated/reclassified as appropriate. This ~ ZE(Z0E M) o AN 2 W IEAL TAZ W 75 33K < E W &6

summary is not part of the audited financial statements. 7 e
201 2010 2009 2008 2007
—E-—% ZE-TF ZETHNE ZTTNE —TTtH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FERT TET FHAT FAET TET
Revenue/Turnover Wz /& %m 847,622 866,664 860,192 1,284,709 658,641
Gross profit EH 196,890 226,448 192,153 253,127 82,884
Profit before tax TR A 89,088 137487 98,416 139,605 26,217

Profit attributable to owners ERAEEA

of the Company IR 76,634 110,113 74,288 104,993 25,043
Basic earnings per share FREREF GBI ()

(HK cents) (Note) 6.88 10.45 8.74 12.35 2.95
Diluted earnings per share FhEERR GEWL)

(HK cents) 6.80 10.37 N/ATNE A N/ATNE P N/ATEFR
Non-current assets FRBEE 376,020 83,279 72,910 79,302 86,154
Current assets B AE 691,762 749,843 729,276 818,439 415,943
Current liabilities nEEE 389,805 311,807 462,217 594,203 304,752
Non-current liabilities FERBarE 50,391 - - - -
Net assets BEFME 627,586 521,315 339,969 303,538 197345
Note: For comparison purpose, the basic earnings per share for each of the izt : AELE  UEA-ZZTZLFEZ_ZTTNFEF

years from 2007 to 2009 as indicated is derived by dividing the profit B2 EREARBF THIEARRQRHESR A BT B
attributable to owners of the Company by 850,000,000 shares, being 850,000,000 %5 « BIBE—FT—TF=AARQ
the number of shares in issue after the capitalisation issue immediately ARG BIREEAETENMEBEITR 2B EHITRG
before the global offering of the shares of the Company in March 2E -

2010.
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