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MANAGEMENT DISCUSSION AND ANALYSIS

MARKET REVIEW

Analysis of China’s consumer goods market

2013 was a year of transition of Chinese government leadership. The Chinese government mainfained its efforts in
accelerating economic structure adjustment and fransforming its exportreliant practice info a new pattern focusing on domestic
sales. It also took innovation on macroeconomic adjustment and control measure. All these enabled a steady growth of
Chinese economy. According fo the National Bureau of Statistics of the People’s Republic of China, China’s GDP was
RMB56,884.5 billion in 2013, representing an increase of 7.7% over the previous year and a growth rate similar fo that
of 2012. Moreover, since the Chinese govemnment has put great efforts to boost domestic sales, such enormous spending
power occurred also promoted the steady growth of China’s consumer goods market. In 2013, the tofal refail sales of social
consumer goods were RMB23,438 billion, representing a year-on-year growth of 13.1%. Among which, the total refail sales
of daily consumer goods accounted for RMB396.2 billion, representing a yearonyear growth of 14.1%. As encouraged
by the new po|icy, there will be further growth of domestic sales, together with the strong consumers sentiment, the Chinese

consumer market is expected to grow steadily in the coming year.

BUSINESS REVIEW

On 31 December 2009, the Group entered into an exclusive media management services agreement with the satellite
television channel of Guangdong Television ("GSTV| for a term of three years. Such agreement has expired on 31 December
2012. After further in-depth discussion, the Group considered that the immense cost of exclusive advertising agency would
affect the Group's financial results. Therefore, upon the expiry of the agreement on 31 December 2012, the Group has
decided not to renew the exclusive media management services agreement and changed the operation model with GSTV to
subcontracting model. If any of the Group's cusfomers intends to purchase air time for advertising on GSTV, the Group will
negotiate and enter info agreement with GSTV for the supply of air time by GSTV and the Group will then subcontract such
air time for advertising to the Group's customers. The Group believes that this can lower the operating costs significantly,
enabling more resources for the Group to develop new business and strengthen its profits and development. The turnover from

advertising agency business in 2013 was approximately HK$44,646,000 (2012: approximately HK$553,070,000).

In 2013, the revenue from refail and wholesale kitchenware business on television shopping and online shopping platform
was approximately HK$39,149,000 which accounted for 35% of the Group's total revenue. Moreover, the Group also
engaged in insurance agency services which mainly cover a variety of life insurance and property insurance. This business
has achieved a rapid development in recent years. In 2013, the revenue from insurance agency services was approximately
HK$18,203,000 which accounted for 16% of the Group's fotal revenue. The Group presumes upon the insurance agency
services will be further improved and developed in the coming years.

During the Year, the Group has added consultancy services, which mainly assists customers to identify and acquire domestic
properties, and provides various services such as financing, property design and marketing for consuliancy fee. In 2013, the
revenue of consultancy services was approximately HK$ 10,222,000 which accounted for 9% of the Group's total revenue.
Furthermore, on 26 November 2013, China Seven Star Wealth Management Limited, a wholly-owned subsidiary of the
Group, has been granted a money lenders license to carry on money lending business in Hong Kong. The Board considers
that the expansion fo money lending business and consultancy services provides additional source of income fo maximize the

returns for shareholders of the Company, and is in the interests of the Company's shareholders as a whole.
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MANAGEMENT DISCUSSION AND ANALYSIS

Sales results and performance review

For the year ended 31 December 2013, the Group's consolidated turnover was approximately HK$ 112,220,000,
representing a decrease of approximately 82% from 2012. The Group recorded a decreased gross profit and net loss during
the year mainly due to increase in the allowance and written off for inventories and in the allowance for trade and other

receivables in the PRC retail and distribution and television advertising business.

The allowance for inventories in the amount of approximately HK$10,573,000 was made based on the aging and
estimated net realisable value of inventories. After the expiry of the exclusive media management services agreement on 31
December 2012 with GSTV, the Directors decided fo place more of the Group's resources into the sales of kitchenware
products in 2013. The main customers of such kitchenware products were operators of telemarkefing channels. However, in
the second half of 2013, sales of such kitchenware products fo telemarketing operators decreased, which in tumn affected the
inventory turnover of such kitchenware products. Most of such inventories had an aging period of more than 180 days as at

31 December 2013 and was not sold prior to 31 March 2014.

The inventories written off in the amount of approximately HK$6,200,000 was made due fo such inventories were damaged
and unsaleable. Inventories of approximately HK$746,000 were kitchenware products damaged during @ flood that took
place in Shanghai in October 2013. Inventories of approximately HK$5,454,000 were kitchenware products damaged.
In past, the Company delivered the damaged products to a manufacturer for repairing. However, in November 2013, this
manufacturer filed pefitions to the court for sefilement of trade debts, and the Group failed fo find other manufacturers fo repair

the damaged products. Therefore, the Directors considered making allowance for such damaged inventories.

The allowance for other receivables was approximately HK$ 12,278,000, in which approximately HK$ 10,088,000 was
made regarding prepaid cosfs to a manufacturer for producing blankets. The Group has purchased two batches of blankets
for trading with same customer twice previously. For the relevant transaction, the same customer of the Group ordered a
batch of blankets from the Group. The Group then placed an order in the amount of approximately HK$26,796,000 fo the
supplier to manufacture such blankets, and paid deposits of approximately HK$17,024,000. Before the delivery of part of
the blankets, the customer of the Group disputed on the specifications of the blankets and did not accept the blankets. As the
supplier has already produced some of the blankets, only part of the deposit in the amount of approximately HK$6,936,000
was refunded fo the Group. To minimise storage cost, the blankets are kept at the supplier until the Group could identify a
cusfomer fo purchase such blankets. After considering the decline in demand of such blankets and the possibility of refund

from the supplier, the Direcfors considered to make allowance for such receivables.
Trade receivables of approximately HK$784,000 and HK$3,201,000 were past due from customers of television

advertising services and felemarketing operators respectively. Based on the past collection history of each of the cusfomers,

the Directors considered to make allowance for such receivables.
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MANAGEMENT DISCUSSION AND ANALYSIS

On financial position and cash flows, as at and for the year ended 31 December 2013, the Group's fotal assets were
approximately HK$61,477,000 (2012: approximately HK$161,542,000), a decrease of 62% when compared with
2012. Net cash (outflows)/inflows from operating acfivities, investing acfivities and financing activities were approximately
HK$(19,509,000), HK$(3,859,000) and HK$2,386,000 respectively (2012: approximately HK$(34,361,000),
HK$(240,000) and HK$48,208,000). Capital expenditure for the year was approximately HK$360,000 (2012:
approximately HK$3,465,000). Depreciation and amortization for tangible and intangible assets were approximately
HK$2,035,000 (2012: approximately HK$529,047,000). The strengthening of Renminbi currency also posed a favorable
currency effect and contributed approximately HK$6,155,000 (2012: approximately HK$1,677,000) to the reserves
for the Year. As af 31 December 2013, the Group's total cash [including pledged bank deposits) was approximately
HK$45,652,000 (2012: approximately HK$74,679,000).

Strategy and Outlook

Along with the further penetration of 3G networks and sustained development of smartphones and wireless networks, online
shopping has took the dominant place to a cerfain extent. According fo the 33rd “Statistical Report on Internet Development
in China" published on January by China Infernet Network Information Center ("CNNIC”), China’s online shopping users has
reached 302 million in 2013 with a usage rate of 48.9%, representing a 6.0% growth over 2012. Moreover, as the new
Chinese leadership advocates domestic sales, it is expected that the online shopping and consumption will further develop for

the coming year.

Furthermore, the Chinese government has resolved to adopt the decision of the amendments of the "law of the People’s
Republic of China on the Protection of Consumer Rights and Inferests”* on the 5th Meeting of the Standing Committee of the
Twelfth Natfional People's Congress. The amendments, which will be implemented from 15 March 2014, mainly improved
the consumer rights protection system, such as strengthening, standardizing online shopping and other new consumption
methods, as well as building consumer litigation system. It is the first major revision of the law which has been enacted for
nearly two decades. The Group believes that the amendments will further sirengthen consumer confidence and recognition in
online shopping and affract more consumers to change their shopping mode fo online shopping from traditional shopping.
Meanwhile, the Group will actively comply with the amendments and infensify its obligations as an operator, so as to expand

market share and new business opportunities.

FINANCIAL RESOURCES AND LIQUIDITY

As at 31 December 2013, the Group's financial assets [excluding receivables) amounted to approximately HK$45,865,000
(2012: approximately HK$74,886,000), of which approximately HK$40,226,000 (2012: approximately
HK$62,038,000) were liquid cash deposits.

The Directors are of the opinion that there are sufficient cash resources for the Group fo meet ifs financial obligation and

business requirements.

EXPOSURE TO EXCHANGE RATE FLUCTUATION AND RELATED HEDGING

The Directors considered that the Group has certain exposure to foreign currency risk as some of its business transactions and
assefs are denominated in currencies other than the functional currency of the respective Group entities such as Renminbi.
The Group currently does not have a foreign currency hedging policy in respect of foreign currency transactions, assefs and
liabilities. The Group will monitor its foreign currency exposure closely and will consider hedging significant foreign currency
exposure should the need arises.

* Management franslation
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MANAGEMENT DISCUSSION AND ANALYSIS

STAFF AND REMUNERATION POLICY

The Group had 50 employees (including Directors) as at 31 December 2013 (2012: 71]. The Group recruits and promotes
individuals based on their performance and development potential in the positions held. Remuneration package is determined
with reference to an employee’s performance and the prevailing salary levels in the market. In addition, the Group adopts @
share option scheme for eligible employees (including Directors| to provide incentives to participants for their contributions and

continuing efforts to promote the interests of the Group.

GEARING RATIO

As at 31 December 2013, the Group had fotal assefs of approximately HK$61,477,000 (2012: approximately
HK$161,542,000) and the gearing ratio [calculated on the basis of the Group's total bank and other borrowings, over the
equity aftributable to owners of the Company) was Nil as at 31 December 2013 [at 31 December 2012: 3.9%).

CAPITAL STRUCTURE

There were no changes of the capital structure of the Company during the year ended 31 December 201 3.

CHARGES ON GROUP’S ASSETS
Save for the details of pledged and frozen bank deposits as set out in note 25 to the financial statements, as at 31 December

2013, there were no charges on the Group's assets.

CONTINGENT LIABILITIES
The Group did not have any significant contingent liabilities as at 31 December 2013.

CAPITAL COMMITMENTS

The Group did not have any significant capital commitments as af 31 December 2013.

MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES AND ASSOCIATES

The Group did not have any material acquisitions or disposals of subsidiaries or associates during the year ended 31

December 201 3.
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REPORT OF THE DIRECTORS

The Directors are pleased to present their report and audited financial statements of the Group for the year ended 31

December 2013.

CHANGE OF COMPANY NAME

Pursuant fo the resolution of the Board passed on @ October 2013, the Company announced the proposed change of the
Company's name from “China Seven Star Shopping limited F B+~ 2B R 2 7] to "China Seven Star Holdings Limited
PRI+ 2R ABR R E]". The change of name has been approved by passing of a special resolution by the shareholders of
the Company at the extraordinary general meeting of the Company held on @ December 2013. The Certificate of Change of
Name was issued by the Registrar of Companies of Hong Kong on 27 December 2013. Following the change of Company
name becoming effective on 27 December 2013, the Shares have been traded on the Stock Exchange under the new stock
short name of "FEIHZEMR" in Chinese, instead of "HEI28EY" in Chinese, with effect from 7 January 2014, The
stock short name of “CHINA SEVENSTAR” in English remains the same and stock code of the Company remains as 245.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the retail and distribution of consumer products, provision of television advertising

services, provision of consultancy services and provision of insurance agency services in the PRC.

The Group's tumnover is derived from business activities in Mainland China. An analysis of the Group's income for the year is

set out in note 7/ to the financial statements.

Particulars of the Company’s major subsidiaries as af 31 December 2013 are set out in note 20 to the financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2013 are set out in the consolidated sfatement of profit or loss on

page 29 of this report.

The state of the Group's and the Company’s affairs at 31 December 2013 is set out in the consolidated statement of financial

position and sfatement of financial position on pages 31 and 32 of this report.

The Directors do not recommend the payment of any dividend in respect of the year ended 31 December 2013 (2012:
HK$NIl).

ANNUAL GENERAL MEETING
The 2014 annual general meeting (the "2014 AGM") will be held on 5 June 2014. Shareholders should refer to details
regarding the 2014 AGM in the circular of the Company of 30 April 2014 and the notice of meeting and form of proxy

accompanying therefo.

FIXED ASSETS

Details of movements in fixed assets of the Group during the year are sef out in note 18 to the financial statements.

SHARE CAPITAL

Details of the movements in share copito| are set out in note 27 1o the financial statements.
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REPORT OF THE DIRECTORS

RESERVES

Details of the movements in reserves during the year are set out in note 29 to the financial statements.

DISTRIBUTABLE RESERVES
Distributable reserves of the Company as at 31 December 2013 amounted to HK$NIl (2012: HK$NII).

FIVE YEAR FINANCIAL SUMMARY

The results, assets and liabilities of the Group for the last five financial years, as extracted from the audited financial

statements, are summarised on page 80 of this report.

DIRECTORS

The Directors who held office during the year and up fo the date of this report were:

Executive Directors

Mr. Ni Xinguang (Chairman)

Mr. Tu Baogui (Chief Executive Officer] [Appointed on 9 July 2013)
Ms. Chen Xiaoyan (Appointed on 16 January 2014)

Mr. Wang Zhiming (Managing Director) [Resigned on 28 June 2013

Independent Non-executive Directors
Mr. Lu Wei

Mr. Wong Chak Keung

Mr. Ling Yu Zhang

In accordance with article 116 of the articles of association of the Company (the “Articles”], Mr. Ni Xinguang and Mr. ling

Yu Zhang will retire by rotation at the 2014 AGM and, being eligible, offer themselves for re-election.

In accordance with articles 99 and 117 of the Articles, Mr. Tu Baogui and Ms. Chen Xiaoyan will refire at the 2014 AGM

and, being eligible, offer themselves for re-election.

DIRECTORS’ PROFILES

Directors’ profiles are sef out on pages 24 to 26 of this report.

INDEPENDENCE CONFIRMATION

The Company has received, from each of the independent non-executive Directors, namely Mr. ling Yu Zhang, Mr. Wong
Chaok Keung and Mr. lu Wei, an annual confirmation of their independence pursuant to Rule 3.13 of the Rules Governing
the Listing of Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock Exchange’] and the

Company considers all of the independent non-executive Directors are independent.
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REPORT OF THE DIRECTORS

DIRECTORS’ SERVICE CONTRACTS

For the executive Directors, Mr. Ni Xinguang entered into a service confract with the Company for a period of two years
commencing 1 April 2008 which has expired on 31 March 2010. Mr. Ni has not enfered info any new written service
confract with the Company. Mr. Tu Baogui and Ms. Chen Xiaoyan, as an executive Director, and the other independent
non-executive Direcfors have not enfered into any written service contract with the Company and they are not appointed for
specific ferm, but all Directors are subject to refirement by rotation in accordance with the Articles.

No Director proposed for re-election at the 2014 AGM has an unexpired service contract which is not determinable by the
Company within one year without payment of compensation, other than normal statutory compensation.

DIRECTORS’ INTEREST IN SHARES

As at 31 December 2013, the inferests or short positions of the Directors or chief executive of the Company in the shares,
underlying shares and debentures of the Company or any associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance ("SFO")), as recorded in the register of the Company required to be kept under section 352
of the SFO, or as otherwise notified 1o the Company and the Stock Exchange pursuant to Part XV of the SFO or pursuant to
the Model Code for Securities Transactions by Directors of Listed Companies ["Model Code”), are set out below:

1.  Aggregate long position in the shares, underlying shares and debentures of the Company and its
associated corporations

Number of shares held Percentage of
Personal Corporate the issued
Name of Director interests interests Total share capital
[Note (b))
Ni Xinguang (“Mr. Ni”) 46,068,000 566,004,000 612,072,000 27.84%
(Note (a))
Notes:

[a) 566,004,000 shares were owned by Group First Limited, a private company wholly owned by Mr. Ni,
representing approximately 25.75% of the issued share capital of the Company.

[b)  The percentage was calculated based on the total number of 2,198,331,250 ordinary shares of the Company
in issue as at 31 December 2013.

Save as disclosed above, as at 31 December 2013, none of the Directors or chief executive of the Company had
any interest in the shares, underlying shares or debentures of the Company or any associated corporations [within the
meaning of Part XV of the SFO), which were recorded in the regisfer required to be kept under section 352 of the SFO
or notified to the Company and the Stock Exchange pursuant to Part XV of the SFO or pursuant to the Model Code.

2. Aggregate short position in the shares, underlying shares and debentures of the Company and its
associated corporations
As at 31 December 2013, none of the Directors or chief executive of the Company, had any short position in the
shares, underlying shares or debentures of the Company or ifs associated corporations which were recorded in the
register required to be kept under section 352 of the SFO or nofified to the Company and the Stock Exchange pursuant
to Part XV of the SFO or pursuant fo the Model Code.
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REPORT OF THE DIRECTORS

SHARE OPTIONS

The Company adopted a new share option scheme on @ December 2013 (the “2013 Share Option Scheme”) to replace the
share option scheme adopted on 28 May 2004 (the “2004 Share Option Scheme”). Since then, no further option can be
granted under the 2004 Share Option Scheme, but all options granted previously will remain exercisable in accordance with

the terms of the 2004 Share Option Scheme and the relevant letters of offers to the respective grantees.

Movements of the options, which were granted under the 2004 Share Option Scheme, during the year were listed below in
accordance with Rule 17.07 of the Listing Rules:
Number of

Number of  Number of

Number of

option

shares held

Date of as at

option
shares
granted
during

option
shares
exercised
during

option
shares
lapsed
during

Number of
option
shares held

as at Exercise

grant 01/01/2013

the year

theyear  theyear 31/12/2013 price Exercise period

HKS

Consultants 30/04/2007 48,960 - - - 48,960 6,03 30/04/2008-29/04/2015
30/04/2009 1,428,000 - - - 1,428,000 049 05/05/2010-04/05/2017
10/09/2010 1,428,000 - - (1,428,000) - 074 10/09/2010-09/09/2013
11/11/2010 27,540,000 - - (27,540,000) - 078 11/11/2010-10/11/2013
30,444,960 - - [28968,000) 1476960

Further details of share opfions were sﬂpu|ofed in note 28 to the financial statements.

Apart from the aforesaid, at no time during the year ended 31 December 2013 was the Company or any of its subsidiaries
a party to any arrangement to enable the Directors of the Company or any of their spouses or children under the age of 18 to

acquire benefits by means of the acquisition of shares in the Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS

Apart from the parficulars disclosed in note 32 under the heading “Related Party Transactions” to the financial statements
there were no other contracts of significance in relation to the Company's business, to which the Company or any of the
Company's subsidiaries was a party nor there were any other confracts of significance in relation fo the Company’s business
between the Company or any of the Company's subsidiaries subsisting at the end of the year or at any time during the year

in which a Director had, whether directly or indirectly, a material interest.

RELATED PARTY TRANSACTIONS

Details of the related party transactions undertaken in the usual course of business are set out in note 32 to the financial
statements. None of these related party fransactions consfitutes a discloseable connected fransaction as defined under the
Listing Rules.
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REPORT OF THE DIRECTORS

EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST PAID INDIVIDUALS

Details of the emoluments of the Directors and the highest paid individuals of the Group are set out in note 14 to the financial

statements.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 31 December 2013, so far as was known to the Directors of the Company, the following persons, other than the
Directors and chief executive of the Company, had an interest or short position in the shares and underlying shares of the
Company, which were required to be recorded in the register maintained by the Company pursuant fo Section 336 of the

SFO were as follows:

Long positions in the shares and underlying shares of the Company

Capacity in which Percentage of

ordinary shares Number of the issued

were held ordinary shares share capital

(Nofe (c))

Group First Limited Beneficial owner (Note (a)) 566,004,000 25.75%

Ye Zhu Ying Interests controlled through 231,497,650 10.53%
("Ms. Ye") corporations (Note (b))

Best Idea International Limited ~ Beneficial owner 231,497,650 10.53%

(Note (b))
Notes:

[a)  Group First limited is a private company wholly owned by Mr. Ni, who is an executive director of the Company.
Accordingly, the 566,004,000 shares owned by Group First Limited is also deemed to be the corporate interests of
Mr. Ni.

(b)  Best Idea International Limited is a private company wholly owned by Ms. Ye. Accordingly, the 231,497,650 shares
owned by Best Idea International Limited is also deemed to be the corporate interests of Ms. Ye.

[c)  The percentage has been calculated based on the total number of 2,198,331,250 ordinary shares of the Company in
issue as at 31 December 2013.

(d)  All the inferests disclosed under this section represent long position in the shares of the Company.

Save as disclosed above, the Directors and the chief executive of the Company are not aware that there is any party who,
as at 31 December 2013, had interests or short positions in the shares and underlying shares of the Company, which would
fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO or be directly or indirectly
interested in 5% or more of the nominal value of any class of share capital carrying rights to vote in all circumstances of
general meetings of the Company or substantial shareholders as recorded in the register required to be kept by the Company
pursuant fo secfion 336 of the SFO.
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REPORT OF THE DIRECTORS

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES
During the year ended 31 December 2013, neither the Company nor any of its subsidiaries had purchased, redeemed or

sold any of the Company’s listed securifies.

RIGHTS TO ACQUIRE COMPANY’S SECURITIES

Other than as disclosed under the sections “Share Options” and “Directors’ Interest in Shares” above, at no time during the
year was the Company or any of its subsidiaries, or any of ifs fellow subsidiaries, a party to any arrangement to enable the
Direcfors or chief executives of the Company or their respective associates (as defined in the Listing Rules) to have any right to
subscribe for securities of the Company or any of ifs associated corporations as defined in the SFO or to acquire benefits by

means of acquisition of shares in, or debentures of, the Company or any other body corporate.

MANAGEMENT CONTRACTS

No confracts concerning the management and administration of the whole or any substantial part of the business of the

Company were entered info or existed during the year.

RETIREMENT BENEFITS

The Group did not operate any retirement scheme up to 30 November 2000. With effect from 1 December 2000, MPF
Scheme has been set up for employees, including executive Directors of the Company, in Hong Kong, in accordance with
the Mandatory Provident Fund Scheme Ordinance (the “MPF Ordinance”). Under the MPF Scheme, the Group's contributions
are at 5% of employees' relevant income as defined in the MPF Ordinance up to a maximum of HK$ 1,250 per employee
per month. The employees also contribute a corresponding amount o the MPF Scheme from 31 December 2000. The MPF
contributions are fully and immediately vested in the employees as accrued benefits once they are paid. The assets of the MPF
Scheme are held separately from those of the Group in an independently administered fund.

The Group's contributions to the MPF Scheme and PRC pension scheme for PRC staff charged fo the consolidated statement
of profit or loss during the year amounted to approximately HK$70,000 (2012: HK$72,000) and HK$ 1,031,000 (2012:
HK$1,085,000) respectively.

COMPETING INTERESTS

None of the Directors or the management shareholders of the Company and their respective associates (as defined under the
Listing Rules] had any interest in a business which competes or may compete with the business of the Group or has any other
conflict of interest with the Group during the year and up to the date of this reporf.

EMOLUMENT POLICY

The emolument policy of the employees and senior management of the Group is set up by the remuneration committee of the
Company on the basis of their merif, qualifications and competence.

The emoluments of the Directors are decided by the remuneration committee of the Company, having regard to market

competitiveness, individual performance and achievement.

The Company has adopted a share option scheme as an incentive to Directors and eligible employees, details of the scheme

is set out in note 28 to the financial statements.
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REPORT OF THE DIRECTORS

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of sales and purchases for the year attributable to the Group’s major customers and suppliers are as follows:

2013 2012
The largest customer 28.9%
Five largest customers in aggregate 50.1%
The largest supplier 34.3%
Five largest suppliers in aggregate 751%

At no time during the year, none of the Direcfors, their associates or shareholders [which to the knowledge of the Directors
own more than 5% of the Company's issued share capital) has any inferest in the customers or suppliers disclosed above.

CORPORATE GOVERNANCE

Details of the Company's corporate governance practices are sef out in the "Corporate Governance Report” sectfion of this
annual report.

PUBLIC FLOAT

Based on the information that is publicly available to the Company and within the knowledge of the Directors throughout the
year ended 31 December 2013, there was a sufficiency of public float the Company's securities as required under the Listing
Rules.

AUDIT COMMITTEE

The Company established an audit committee [the “Audit Committee”) with written terms of reference in compliance with the
requirements as set out in the Listing Rules for the purposes of reviewing and supervising the financial reporting process and
internal confrols of the Group. The Audit Committee currently comprises Mr. Wong Chak Keung (Chairman), Mr. Ling Yu
Zhang and Mr. Lu Wei. The Audit Committee has reviewed and discussed with the management and the exteral auditors
financial reporting matters including the annual results for the year ended 31 December 2013.

AUDITOR

A resolution to re-appoint the retiring auditor, RSM Nelson Wheeler, will be proposed at the forthcoming annual general
meefing.

By order of the Board
China Seven Star Holdings Limited
Ni Xinguang
Chairman

Hong Kong, 31 March 2014
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CORPORATE GOVERNANCE PRACTICES

The Company's corporate governance practices are based on the principles and code provisions ("Code Provisions”) sef
out in the Corporate Governance Code (the "CG Code”] contained in Appendix 14 of the Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

Throughout the year ended 31 December 2013, the Company has complied with most of the Code Provisions of the CG
Code, save for the deviation of the Code Provisions A.4.1, E.1.2 and A.6.7 which are explained below.

Code Provision A.4.1 stipulates that non-executive Directors should be appointed for a specific term, subject to re-election.
None of the existing independent non-executive Directors (the “INEDs") is appointed for a specific term. Although the INEDs
are not appointed for a specific term, the Company believes that as all Directors are subject to retirement by rofation and re-
election at the annual general meefing at least once for every three years pursuant to the Articles, such practice meets the

same objective and is no less exacting than those prescribed under Code Provision A.4.1.

Under the Code Provision E. 1.2 of the CG Code, the chairman of the board should attend the annual general meeting and
he should also invite the chairmen of the audit, remuneration, nomination and any other committees (as appropriate) to atfend.
In addition, under the Code Provision A.6.7 of the CG Code, independent non-executive directors and other non-executive
directors should attend general meetings and develop a balanced understanding of the views of shareholders. During the year
ended 31 December 2013, the annual general meeting held on 5 June 2013, the whole Board of Directors and auditor of
the Company have attended the meeting to answer questions of the Shareholders except that Mr. Ni Xinguang (chairman
of the Board) and Mr. Lu Wei (chairman of nomination committee] could not attend the annual general meeting due to other
business engagement but they have appointed the other attended Directors as their representative at the meefing. In addition,
due to other business engagement, two INEDs could not attend the extraordinary general meeting held on @ December
2013. However they have appointed the other atfended INED as their representative af the meetfing fo answer questions of

the shareholders of the Company.

BOARD OF DIRECTORS

Functions and role

The Board has overall responsibility in formulating the strategic development of the Group, monitoring and controlling the
Company's operation and financial performance. All the appointed Directors are subject fo rotation for re-appointment at
the annual general meeting, and each of the Directors is subject fo retirement by rotation at least once every three years.
Appropriate and sufficient information was provided to each of the Directors to keep abreast of his responsibilities as a

Direcfor and of the conduct, business activities and development of the Company.

The INEDs are expressly identified in all corporate communications such as circular, announcement or relevant corporate
communications in which the names of Directors are disclosed. Each of the INEDs has filed an annual confirmation to the
Company confirming their independence pursuant to Rule 3.13 of the Listing Rules. The Company considers that all INEDs

meet the independent guideline sef out in Rule 3.13 of the Listing Rules and are independent.

To the best knowledge of the Company, there is no financial, business, family relationship among the members of the Board

as at 31 December 2013. All of them are free to exercise their individual judgment.
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Composition

As af 31 December 2013, the Board comprises five Directors, of which two are executive Directors and three are INEDs.
One of the three INEDs possesses appropriate professional accounting qualifications and financial management expertise,
which complies with the requirement of the Listing Rules. The Directors’ respective biographical information is set out in this
annual report under the heading “Directors’ Profiles” and the names of current Direcfors on Board and their positions are as

follows:

Name of Directors Position

Executive Directors

Mr. Ni Xinguang Chairman
Mr. Tu Baogui [appointed on @ July 2013) Chief Executive Officer
Wang Zhiming (resigned on 28 June 2013) Managing Director

Independent Non-executive Directors
Mr. Wong Chak Keung

Mr. Lu Wei

Mr. Ling Yu Zhang

The Board held fen Board meetings (including four regular Board meetings) during the financial year ended 31 December
2013. Appropriafe and sufficient information was provided fo the Board in a timely manner for their review before the
meetings. Attendance of individual Directors at Board meetings is set out in the section of “Attendance of Board Meetings,
Audit Commitiee Meetings, Nomination Commitiee Meetings, Remuneration Commitiee Meetings, Annual General Meeting
and Extraordinary General Meeting in 2013".

Chairman and Chief Executive Officer

The positions and roles of Chairman of the Board and Chief Executive Officer of the Company are held and performed
separately by two individuals to ensure their respective independence, accountability and responsibility. Mr. Ni Xinguang,
the Chairman of the Company, is responsible for the leadership of the Board, and oversees the business development of
the Company and ifs subsidiaries including sfrategic and corporate development. During the year ended 31 December
2013, Mr. Wang Zhiming has resigned as the executive Director and the Managing Director on 28 June 2013 and Mr. Tu
Baogui has been appointed as the executive Director and the Chief Executive Officer of the Company on @ July 2013. Mr.
Tu Baogui, the Chief Executive Officer of the Company, is responsible for the management of dayto-day operation of the

Group.
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Board Practices

The Board, led by the Chairman, is responsible for overall management of the Company’s business, which assumes the
responsibility for leadership and control of the Company and is collectively responsible for promoting the success of the
Company by directing and supervising its affairs. One of the important roles of the Chairman is to provide leadership to
the Board to ensure that the Board acts in the best interests of the Group. The Chairman shall ensure that the Board works
effectively and discharges its responsibiliies, and that all key and appropriate issues are discussed by the Board in a timely
manner. All Direcfors have been consulted about any matters proposed for inclusion in the agenda. The Chairman has
delegated the responsibility for drawing up the agenda for each Board meeting to the Company Secretary. With the support
of executive Directors and the Company Secrefary, the Chairman seeks to ensure that all Directors are properly briefed on
issues arising at Board meetings and receive adequate and reliable information in a timely manner. Ten Board meefings
(including four regular Board meetings) were held during the year for facilitating the function of the Board. The Board believes
that the Board meetings held during the financial year were adequate to cover all major issues during the year. In any event

all Direcfors were available for consultation by management from time fo time during the year.

The Board also reserves for its decisions on all major matters of the Company, including: the approval and monitoring of
major policy matters, overall strategies and annual budgets and business plans, infernal control and risk management systems,
material transactions (in particular those may involve conflict of interests), financial information and other significant financial

and operational matters.

Management is responsible for the day-fo-day operations of the Group under the leadership of the Chief Executive Officer.
The Chief Executive Officer, working with the management team, is responsible for managing the businesses of the Group
including implementation of strategies adopted by the Board and assuming full accountability fo the Board for the operations
of the Group. All Directors have made full and active contribution to the affairs of the Board and the Board always acts in the
best interests of the Group. Apart from the regular Board meetings, the Chairman may hold meetings with the INEDs without

the presence of executive Directors.

In order fo ensure that the Board is able to fulfill its responsibilities, the Board has established and delegated specific
responsibilifies to the Audit Committee, Nomination Commitiee and Remuneration Commitiee. The details of the commitiees

are stipulated on pages 18 1o 20 of this report.

Sufficient formal notice of every regular Board meeting is given to all Directors to give them the opportunity o attend. Board
papers are circulated not less than three days before the Board meetings to enable the Directors to make informed decisions
on matters fo be raised at the Board meetings. The Company Secretary shall attend all regular Board meetings to advise
on corporate governance, sfatutory compliance, accounting and financial matters when necessary. Directors shall have full
access fo information on the Group and are able to seek independent professional advice whenever deemed necessary.
The Company Secretary shall prepare minutes and keep records of matters discussed and decisions resolved at all Board
meetings. Draft and final versions of Board minutes have sent to all Directors for their comment and records respectively within

a reasonable time affer the board meeting.
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Appropriate insurance cover on Direcfors’ and officers’ liabilities has been in force to profect the Directors and officers of the

Group from their risk exposure arising from the businesses of the Group.

The Company Secretary, Mr. Llaw Gerald Edwin, was appointed on 17 March 2011. He is responsible to the Board for
ensuring that Board procedures are followed and that the Board is fully briefed on all legislative, regulatory and corporate
governance developments and has regarded to them when making decisions. The Company Secretary is also responsible
for advising the Board on the Group's compliance with the continuing obligations of the Listing Rules, Codes on Takeovers
and Mergers and Share Repurchases, Companies Ordinance, Securities and Futures Ordnance and other applicable laws,
rules and regulations. During the year ended 31 December 2013, Mr. Law undertook not less than 15 hours of professional

fraining to update his skills and knowledge.

DIRECTORS’ INDUCTION AND CONTINUOUS PROFESSIONAL DEVELOPMENT

All Directors, including INEDs, should keep abreast of their collective responsibiliies as Directors and of the business and
activities of the Group. Each newly appointed Director would receive a comprehensive induction package covering business
operations, policy and procedures of the Company as well as the general, sfatutory and regulatory obligations of being
a Director fo ensure that he is sufficiently aware of his responsibilities under the listing Rules and other relevant regulatory
requirements. The Group also provides briefings and other training o develop and refresh the Directors’ knowledge and skills,
and update all Directors on the lafest developments regarding the Listing Rules and other applicable regulatory requirement to

ensure compliance and fo enhance their awareness of good corporate governance practices.

During the year ended 31 December 2013, the Directors participated in the confinuous professional developments in relation

to regulatory update, the duties and responsibility of the Directors and the business of the Group in the following manner:

Name of Directors Attended Seminars or Briefing/Read Materials

Executive Directors

Ni Xinguang 4
Tu Baogui (appointed on @ July 2013) v
Wang Zhiming (resigned on 28 June 2013) -

Independent Non-executive Directors

Llu Wei 4
Wong Chak Keung v/
Ling Yu Zhang v
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DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for the preparation of the financial statements of the Company for each
financial period which gives a frue and fair view of the sfafe of affairs of the Group and of the results and cash flows for that
period and ensure that they are prepared in accordance with statutory requirements and applicable accounting standards.
With the assistance of the Company Secretary of the Company, the Directors also ensure the publication of the financial

statements of the Group ina Time|y manner.

The report of the external auditor of the Company, RSM Nelson VWheeler, with regard to their reporting responsibilities on the

Company's financial statements is sef out in the Independent Auditor’s Report on pages 27 and 28 of this annual report.

The Directors confirm that, fo the best of their knowledge, information and belief, having made all reasonable enquiries,
They are not aware of any material uncertainties relating to events or conditions that may cast significant doubt upon the

Company's ability fo continue as a going concern.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”)
as sef out in Appendix 10 of the listing Rules as its own code of conduct regarding Directors securities fransactions. All the
Directors of the Board have confirmed, following specific enquiries made by the Company, that they have complied with the

required standard as set out in the Model Code throughout the year ended 31 December 2013.

AUDIT COMMITTEE

Composition

The Company established an Audit Commitiee in 1999. It has written terms of reference in compliance with the CG Code.
The Audit Committee consists of three INEDs, namely Mr. Wong Chak Keung (Chairman), Mr. ling Yu Zhang and Mr. Lui
Wei. The composition and members of the Audit Committee complies with the requirements under Rule 3.21 of the Listing

Rules. The Audit Committee meets twice a year on a half year basis, or more frequently if required.

Functions and Role

The primary functions of the Audit Committee are, inter alias, to assist the Board in fulfilling its overseeing responsibilities with
respect fo maintaining appropriafe relationship with external auditors, and, to review the annual and interim report and other
financial information provided by the Company fo its shareholders, the public and other matters within the scope of the ferms
of reference. The terms of reference sefting out the Audit Committee’s authority, duties and responsibilities are available on

both the websites of the Company and the Stock Exchange.
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In discharging ifs responsibilities, the Audit Committiee performed the following work during the year of 2013:
[} reviewed the effectiveness of audit process in accordance with applicable standards;

(il reviewed the financial statements and reports and the change in accounting principles and policies and assessment of

potential impacts on the Group's financial statements;

(i)  reviewed the Group's internal confrol system and discussed the relevant issues including financial, operational and

compliance controls and risk management functions; and

[iv]  reviewed the external auditor's management lefter and ensure the Board will provide a timely response to the issues

raised therein.

During the year ended 31 December 2013, two Audit Committee meetings were held and the record of attendance of

individual member is listed out on page 22 of this annual report.

NOMINATION COMMITTEE

Composition

The Nomination Committlee has been established with a defined terms of reference in consistent with the CG Code on 30
March 2012. The Nomination Committee consists of three INEDs, namely Mr. Lu Wei (Chairman), Mr. ling Yu Zhang and

Mr. Wong Chak Keung. The Nomination Committee meets af least once a year.

Functions and Role

The primary duties of the Nomination Committee are, infer alias, reviewing the structure, size and composition of the Board,
making recommendations fo the Board on Board succession, identifying individuals suitably qualified to become Board
members and assessing the independence of INEDs. On 24 September 2013, the Board adopted a sef of the revised
terms of reference of the Nomination Committee in line with the newly Llisting Rules requirement in relation to board diversity
effective from 1 September 2013. The revised terms of reference sefting out the Nomination Committee’s authority, duties and

responsibilities are available on both the websites of the Company and the Stock Exchange.

The Nomination Committee is responsible for making recommendations fo the Board on nomination and appointment of
Directors and Board succession, with a view to appoint fo the Board individuals with suitable experience and capabilities to

maintain and improve the competitiveness of the Company.

Where vacancies on the Board exist, the Nomination Committee will carry out the selection process by making reference to
the skills, past experience, qualifications, professional knowledge, personal integrity and time commitments of the proposed
candidates, including the independence status in the case of an INED, the Board Diversity Policy, the Company’s needs and
other relevant statutory requirements and regulations. During the year ended 31 December 2013, Mr. Tu Baogui has been
newly appointed as an executive Director and Chief Executive Officer of the Company. He was appointed by going through

the selection process stated as above.
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During the year ended 31 December 2013, three Nomination Committee meeting was held for, infer alia, adopting ifs
revised terms of reference, considering the refirement and re-election of the Directors at the annual general meeting, the
resignation of Mr. Wang Zhiming as an executive Direcfor and the Managing Director and the appointment of Mr. Tu Baogui
as an executive Director and Chief Executive Officer of the Company. The record of attendance of individual member is listed

out on page 22 of this annual report.

REMUNERATION COMMITTEE

Composition

The Remuneration Committee had been esfablished with written terms of reference in compliance with the CG Code. The
Remuneration Commitiee members consists of three INEDs, namely Mr. ling Yu Zhang (Chairman), Mr. Wong Chak Keung
and Mr. Lu Wei. The Remuneration Commitiee meels at least once a year.

Functions and Role

The primary objectives of the Remuneration Committee include defermining the remuneration policy, structure and remuneration
packages of the Directors and senior management and make recommendations to the Board, and other related matters.
The Remuneration Committee is responsible for establishing tfransparent procedures to develop such remuneration policy and
structure which remuneration will be defermined by reference fo the performance of the individual and the Company as well
as market practice and conditions. The terms of reference setting out the Remuneration Committee’s authority, duties and
responsibilities are available on both the websites of the Company and the Stock Exchange. The Remuneration Committee
has adopted the operation model where it performs an advisory role o the Board, with the Board refaining the final authority

fo approve the remuneration packages of individual executive Directors and senior management.

The Remuneration Committee are responsible for reviewing the market conditions, time commitment, responsibilities,
performance of individuals and any other relevant information and propose to the Board for consideration and approval.

None of the executive Directors can determine his own remuneration.

During the year ended 31 December 2013, two Remuneration Committlee meeting was held to review the existing
remuneration policy and structure of Company, fo review and recommend the remuneration of executive Directors and senior
management for Board approval and to recommend the remuneration of Mr. Tu Baogui, the newly appointed Director for
Board approval. The record of attendance of individual member is listed out on page 22 of this annual report.

Emolument Policy
The emolument policy of the employees and senior management of the Group is set up by the Remuneration Committee on

the basis of their merit, qualifications and competence.

The emoluments of the Direcfors are recommended by the Remuneration Committee, having regard to markef competifiveness,

individual performance and achievement, for the Board approval.

The Company has adopted a share option scheme as an incentive to Directors and eligible employees.
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BOARD DIVERSITY POLICY
During the year ended 31 December 2013, the Company has adopted o board diversity policy (the “Policy”) setting out the
approach fo achieve and maintain diversity on the Board in order to enhance the effectiveness of the Board.

Pursuant to the Policy, the Company seeks to achieve Board diversity through the consideration of a number of factors,
including but not limited to gender, age, cultural and education background, ethnicity, professional experience, skills,

knowledge and length of service.

The Board will consider to set measurable objectives to implement the Policy and review such obijectives from time fo fime to

ensure their appropriateness and ascertain the progress made towards achieving those objectives.

All Board appointments will be based on meritocracy, and candidates will be considered against objective criteria, having
due regard for the benefits of diversity on the Board.

Selection of candidates will be based on a range of diversity perspectives, including but not limited o gender, age, cultural
and educational background, professional experience, skills and knowledge. The ultimate decision will be made upon the

merits and contribution that the selected candidates will bring to the Board.

The Nomination Committee will review the Policy from time to time fo ensure its continued effectiveness.

CORPORATE GOVERNANCE FUNCTION

All'members of the Board are responsible for performing the corporate govermnance functions. The ferms of reference of
corporate governance functions was adopted by the Board at the Board meeting held on 30 March 2012 and is in
compliance with paragraph D3.1 of the CG Code. During the year ended 31 December 2013, the Board has reviewed the

policy of the corporate governance of the Company and the corporate governance report.
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ATTENDANCE OF BOARD MEETINGS, AUDIT COMMITTEE MEETINGS, NOMINATION
COMMITTEE MEETINGS, REMUNERATION COMMITTEE MEETINGS, ANNUAL
GENERAL MEETING AND EXTRAORDINARY GENERAL MEETING IN 2013

Attendance/Number of Meetings Held
Annual Extraordinary
General General
Meeting Meeting

held on held on
Audit Nomination Remuneration 5June 9 December
Committee Committee Committee 2013 2013

Directors

Executive Directors:

Ni Xinguang 10/10 N/A N/A N/A 0/1 0/1
Wang Zhiming (Nofe/ 4/4 N/A N/A N/A 1/1 N/A
Tu Baogui (Nofe) 5/5 N/A N/A N/A N/A 0/1
Independent Non-executive Directors:

lu Wei 10/10 2/2 3/3 2/2 0/1 0/1
Wong Chak Keung 10/10 2/2 3/3 2/2 1/1 1/1
ling Yu Zhang 10/10 2/2 3/3 2/2 1/1 0/1

Note:  Mr. Wang Zhiming has resigned as the Company’s executive Director on 28 June 2013 and Mr. Tu Baogui was
appointed as the Company’s executive Director on @ July 2013.

AUDITOR’S REMUNERATION
During the year ended 31 December 2013, the fees paid or payable to external auditor of the Company, RSM Nelson
Wheeler were HK$ 1,700,000 for statutory audit services rendered and for non-audit services rendered were HK$550,000

fo the Group respectively.

INTERNAL CONTROLS AND RISKS MANAGEMENT

The Board has overall responsibilities for infroducing and continuously maintaining sound and effective infernal control systems
of the Group and review its adequacy and effectiveness. It is committed fo review and implement effective and sound internal
control systems to safeguard shareholders’ interests. The Board has delegated to the management with defined structure and
limits of authority, to conduct reviews on and maintenance of all material controls including proper financial and accounting
records, operational and compliance and risk management functions as well as the implementation of the infemal control

sysfem fo ensure compliance with relevant legislations and regulations.

The Board has conducted a review of the effectiveness of the infernal control system of the Group. The intfernal control systems

will be reviewed on an ongoing basis by the Board in order to make it practical and effective.
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INVESTOR RELATIONSHIP AND COMMUNICATION

The Company endeavors fo maintain good invesfor relationship with shareholders and potential investors by way of annual
general meeting, publicafion of inferim and annual reports on the websites of the Company and the Stock Exchange, and
timely press releases on the Company’s website. A Shareholder’s Communication Policy was adopted by the Board on 30
March 2012 aiming at providing the shareholders and potential investors with ready and timely access to balanced and

understandable information of the Company.

Shareholders are encouraged to attend the annual general meetings for which a nofice would be served properly. The
Chairman and/or Directors are available to answer questions on the Group's business af the meetings. At general meefings,
separate resolutions are proposed on each substantial and separate issue such as the election of individual Directors and re-

appointment of auditor.

The Company keeps on promoting investor relations and enhancing communication with the existing shareholders and
pofential investors. It welcomes suggestions from investors, stakeholders and the public. Enquiries to the Board or the
Company may be sent by post to the Company's registered office at Unit AO2, 11/F, Bank of East Asia Harbour View
Cenfre, 56 Gloucester Road, VWanchai, Hong Kong.

SHAREHOLDERS’ RIGHT

Procedures for Shareholders to Convene an Extraordinary General Meeting

Pursuant to the Hong Kong Companies Ordinance and the Arficles, an extraordinary general meefing can be convened by
a written request signed by Shareholders holding nof less than onetwentieth of the paid-up share capital of the Company,
stating the objects of the meeting, and deposited at the Company’s registered office at Unit AO2, 11/F, Bank of East Asia
Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong.

Procedures for putting forward Proposals at a General Meeting

A shareholder shall make a writtlen requisition to the Board or the Company Secrefary at the Company's registered office
at Unit AO2, 11/F, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong, specifying the
shareholding information of the shareholder, his/her contact details and the proposal he/she intends to put forward af

general meeting regarding any specified transaction/business and its supporting documents.

Procedures for Directing Shareholders’ Enquiries to the Board
Shareholders may af any time send their enquires and concerns to the Board in writing through the Company Secretary at the
Company's registered office at Unit AO2, 11/F, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai,

Hong Kong or send email to ir@sevenstar.hk.

Shareholders may also make enquiries with the Board at the general meetings of the Company.

CONSTITUTIONAL DOCUMENTS

At the annual general meeting held on 5 June 2013, the Shareholders approved the amendments to the Artficles of
Association, the provisions of which principally reflected the recent changes to the Listing Rules and the CG Code. A new set
of amended and restated Articles of Association consolidating such amendments was adopted on the same date. The new set
of amended and restated Articles of Association is available on the Stock Exchange's website and the Company’s website or

on request to the Company Secretary.
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Mr. Ni Xinguang, oged 45, was appointed as chairman and executive Director on 12 March 2004 and a direcfor of a
subsidiary of the Company. Mr. Ni has extensive experience in the refail, distribution and printing business in the PRC. Further
to a Diploma in Education, Mr. Ni also has a Degree of Mastfer of Business Administration from the Nanyang Technological

University in the Republic of Singapore.

Mr. Ni entered info a service contract with the Company for a period of two years commencing 1 April 2008 which has
expired on 31 March 2010. Mr. Ni has not entered into any new written service contract with the Company but is subject
fo retirement by rotation and re-election at annual general meeting of the Company in accordance with articles of association
of the Company [the "Articles”). Mr. Ni is enfifled to an annual remuneration of HK$980,000 with discrefionary bonus
payment as defermined by the Board based on Mr. Ni's and the Company’s performance. The remuneration package of
Mr. Ni is defermined by reference fo his duties, responsibilities as well as the Company’s remuneration policy and the market

benchmark.

As at the report date, pursuant to Part XV of the Securities and Futures Ordinance ("SFO”), Mr. Ni has personal interest
of 46,068,000 Shares in the Company and has 100% beneficial interest in Group First Limited, in which owned
566,004,000 Shares in the Company.

Save as disclosed above, Mr. Ni is not connected with any directors, senior management, substantial shareholders or
controlling shareholders of the Company. Save as disclosed above, Mr. Ni did not hold any positions in the Company or
any of its subsidiaries and did not hold any direciorships in any other listed companies on the Stock Exchange and any other
stock exchange during the three years preceding the date of this report. Save as disclosed above, Mr. Ni was not interested
or deemed fo be inferested in any other shares or underlying shares of the Company pursuant to Part XV of the SFO as at the

report dafe.

Mr. Tu Baogui, aged 60, was appointed as an executive Director and chief executive officer of the Company on 9 July
2013. Mr. Tu graduated from the Department of Finance and Accounting of Open University of Fujian, the Graduate School
of Professional and Continuing Education graduate courses in Department of Finance of Xiamen University and holds a Senior
Accountant qualification. Mr. Tu has more than 20 years of experience in the banking and finance industry. Mr. Tu also has

been appointed as the President of Shanghai Branch and the Supervisor of Supervisory Committee of Industrial Bank Co.,

lid..

Mr. Tu has not enfered info any writien service contract with the Company and is not appointed for a special term but is
subject fo refirement by rofation and re<election at annual general meeting of the Company in accordance with the Arficles.
Mr. Tu is entitled to an annual remuneration of HK$ 1,200,000 with discretionary bonus payment as determined by the
Board based on Mr. Tu's and the Company’s performance. The remuneration of Mr. Tu is not covered by any service
contract. The remuneration package of Mr. Tu is determined by the Board with reference to his duties, responsibiliies as well

as the Company’s remuneration policy and the market benchmark.

Save as disclosed above, Mr. Tu is not connected with any directors, senior management, substantial shareholders or
controlling shareholders of the Company. Save as disclosed above, Mr. Tu did not hold any positions in the Company or
any of its subsidiaries and did not hold any direcforships in any other listed companies on the Stock Exchange and any other
stock exchange during the three years preceding the date of this report. Save as disclosed above, Mr. Tu was not inferesfed
or deemed fo be inferested in any other shares or underlying shares of the Company pursuant to Part XV of the SFO as at the

report dafe.
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Ms. Chen Xiaoyan, aged 38, was appointed as an executive Director on 16 January 2014. Ms. Chen obtained a
Master Degree in Business Administration from Guizhou University in the PRC. Ms. Chen is a sisterin-law of Mr. Ni Xinguang,
an executive director and substantial Shareholder of the Company. Ms. Chen currently works as an enterprise supervisor for
the accounting master program and auditing masfer program of Antai College of Economics and Management of Shanghai
Jiao Tong University. Besides, Ms. Chen also holds a professional cerificate (jade category) for heritage auction enterprises
issued by State Administration of Cultural Heritage of the PRC. Ms. Chen worked in various PRC enterprises and PRC

subsidiaries of the Company. She has over 15 years of experience in procurement, operation and finance management.

Ms. Chen has not entered info any written service contract with the Company and is not appointed for a special term but is
subject 1o refirement by rofation and re-election at annual general meeting of the Company in accordance with the Arficles.
Ms. Chen is entifled to an annual remuneration of HK$180,000 with discretionary bonus payment as determined by the
Board based on Ms. Chen’s and the Company’s performance. The remuneration of Ms. Chen is nof covered by any service
confract. The remuneration package of Ms. Chen is determined by reference to her duties, responsibilities as well as the

Company’s remuneration policy and the market benchmark.

Save as disclosed above, Ms. Chen is not connected with any directors, senior management, substantial shareholders or
controlling shareholders of the Company. Save as disclosed above, Ms. Chen did not hold any positions in the Company or
any of its subsidiaries and did nof hold any direcforships in any other listed companies on the Stock Exchange and any other
stock exchange during the three years preceding the date of this report. As at the report date, Ms. Chen was not interested or

deemed to be inferested in any shares or underlying shares of the Company pursuant fo Part XV of the SFO.

Mr. Wong Chak Keung, aged 47, was appointed as an independent non-executive Director on 31 January 2011.
Mr. Wong is also the chairman and member of audit commitiee and members of remuneration committee and nomination
committee of the Company. Mr. Wong holds a bachelor degree in business from The University of Southern Queensland
in Australia. Mr. Wong is also a member of the Hong Kong Institute of Certified Public Accountants and CPA Australia
respectively. Mr. Wong has been in the accounting profession for over 15 years. Other than having working experience in
infernational accounting firms, Mr. Wong has also worked for listed and other companies engaged in investment, accounting,
educational business, manufacturing, corporate finance and mergers and acquisitions. Mr. Wong is an executive director
of China Investment Development Limited (stock code: 204) which is listed on the Main Board of the Stock Exchange, and
an independent non-executive director of Bingo Group Holdings Limited (stock code: 8220) which is listed on the Growth
Enterprise Market of the Stock Exchange (the "GEM) respectively. Mr. Wong was an executive director of China Innovation
Investment Limited (stock code: 1217) during the period from November 2007 to June 2011 and an execufive director
of China Trends Holdings Limited (stock code: 8171) during the period from February 2008 to June 2011 and the two
companies are listed on the Main Board of the Stock Exchange and the GEM respectively.

Mr. Wong has not enfered info any written service contract with the Company and is not appointed for a specific term but is
subject to retirement by rotation and reelection at annual general meeting of the Company in accordance with the Articles.
Mr. Wong is entitled to an annual remuneration of HK$ 180,000 without any bonus payment. The remuneration of Mr.
Wong is not covered by any service contract. The remuneration package of Mr. Wong is determined by the Board with

reference to his duties, responsibilities as well as the Company’s remuneration policy and the market benchmark.
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DIRECTORS’ PROFILES

Save as disclosed above, Mr. Wong is not connected with any directors, senior management, substantial shareholders or
controlling shareholders of the Company. Save as disclosed above, Mr. Wong did not hold any positions in the Company or
any of its subsidiaries and did nof hold any direcforships in any other listed companies on the Stock Exchange and any other
stock exchange during the three years preceding the date of this report. As at the report date, Mr. Wong was not interested

or deemed to be inferested in any shares or underlying shares of the Company pursuant to Part XV of the SFO.

Mr. Ling Yu Zhang, aged 70, was appointed as an independent non-executive Director on 1 September 2011. Mr. ling
is also chairman and member of the remuneration committee and members of the audit committee and nomination commitiee
of the Company. He graduated from the Department of Mechanical Engineering of Beijing Insfitute of Technology and is a
Senior Economist. Mr. ling has more than 40 years of experience in the automobile and mechanical industry. Mr. ling has
been appointed as Vice-director of Provincial Machinery and Industry Department in Fujian, Chairman of Fujian Motor Industry

Group Company and member of the 9th committee of the Chinese People’s Polifical Consuliative Conference in Fujian.

Mr. ling has not entered into any written service confract with the Company and is not appointed for a specific term but is
subject fo refirement by rofation and re<election at annual general meeting of the Company in accordance with the Arficles.
Mr. ling is entifled to an annual remuneration of HK$ 180,000 without any bonus payment. The remuneration of Mr. ling is
not covered by any service contract. The remuneration package of Mr. ling is determined by the Board with reference to his

duties, responsibilities as well as the Company’s remuneration policy and the market benchmark.

Save as disclosed above, Mr. ling is not connected with any directors, senior management, substantial shareholders or
controlling shareholders of the Company. Save as disclosed above, Mr. ling did not hold any positions in the Company or
any of its subsidiaries and did not hold any directorships in any other listed companies on the Stock Exchange and any other
stock exchange during the three years preceding the date of this report. As at the report date, Mr. Lling was not inferested or

deemed to be interested in any shares or underlying shares of the Company pursuant fo Part XV of the SFO.

Mr. Lu Wei, aged 50, was appoinfed as an independent non-executive Direcfor on 15 June 2005. Mr. lu is also the
chairman and member of nomination committee and members of audit committee and remuneration committee of the
Company. Mr. Lu is currently a professor and vice dean of the Antai College of Economics & Management of Shanghai
Jiao Tong University in the PRC. He graduated from the School of Management in Shanghai Fu Dan University with a Ph.D.
degree. Mr. Lu is also an independent non-executive direcior of Shanghai Lujiazui Finance & Trade Zone Development Co.,
lid., Shanghai Guangdian Electric Group Co., lid., Shanghai Shibei Hi-Tech Co., lid. and China Yongda Automobiles
Services Holdings Limited [stock code: 3669) all are companies listed on the Shanghai/Hong Kong Stock Exchange.

Mr. Lu has not entered info any written service contract with the Company and is not appointed for a specific ferm but is
subject fo refirement by rofation and re<lection at annual general meeting of the Company in accordance with the Arficles.
Mr. Lu is entifled to an annual remuneration of HK$ 180,000 without any bonus payment. The remuneration of Mr. Lu is not
covered by any service contract. The remuneration package of Mr. Lu is determined by the Board with reference fo his duties,

responsibilities as well as the Company’s remuneration policy and the market benchmark.

Save as disclosed above, Mr. Lu is not connected with any directors, senior management, substantial shareholders or
controlling shareholders of the Company. Save as disclosed above, Mr. Lu did not hold any positions in the Company or any
of its subsidiaries and did not hold any directorships in any other listed companies on the Stock Exchange and any other stock
exchange during the three years preceding the date of this report. As at the report date, Mr. Lu was not interested or deemed
fo be interested in any shares or underlying shares of the Company pursuant to Part XV of the SFO.
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INDEPENDENT AUDITOR'’S REPORT

@) RSM

Audit - Tax - Advisory

INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF

CHINA SEVEN STAR HOLDINGS LIMITED

(FORMERLY KNOWN AS CHINA SEVEN STAR SHOPPING LIMITED)
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of China Seven Star Holdings Limited (the "Company”) and its
subsidiaries (collectively referred to as the "Group”) sef out on pages 29 to 79, which comprise the consolidated and
Company statements of financial position as at 31 December 2013, and the consolidated statement of profit or loss,
consolidated statement of profit or loss and other 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 FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of consolidated financial statements that give a frue and
fair view in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified Public
Accountants and the Hong Kong Companies Ordinance, and for such internal control as the directors determine is necessary
fo 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, in accordance with section 141 of the Hong Kong Companies Ordinance and for no other
purpose. We do not assume responsibility fowards or accept liability to any other person for the contents of this report. VWe
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.

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 audifor 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 fo provide a basis for our audit opinion.
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INDEPENDENT AUDITOR'’S REPORT

OPINION

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

Ordinance.

RSM Nelson Wheeler
Certified Public Accountants

Hong Kong, 31 March 2014
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2013

2013 2012
Note HK$’000 HK$'000
Turnover 7/ 616,877
Cost of sales and services (548,872)
Gross profit 68,005
Other income 8 59,669
Distribution costs (65,074)
Administrative expenses (26,714
Other operating expenses (6,822)
(Loss)/profit from operations 29,064
Finance costs 10 (11,779)
(Loss)/profit before tax 17,285
Income tax expense 11 (20)
(Loss)/profit for the year 12 17,265
Attributable to:

Owners of the Company 15 3,308
Non-controlling inferests 13,957
17,265

(Loss)/earnings per share 17
— Basic HKO.19 cent
— Diluted N/A
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
For the year ended 31 December 2013

2013 2012
HK$’000 HK$'000
(Loss)/profit for the year 17,265
Other comprehensive income:
llems that may be reclassified to profit or loss:

Exchange differences on translating foreign operations 153
Other comprehensive income for the year, net of tax 153
Total comprehensive income for the year 17,418
Attributable to:

Owners of the Company 4,985

Non-controlling inferests 12,433

17,418
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2013

Non-current assets
Fixed assets
Infangible assefs

Availablefor-sale financial assets

Current assets

Inventories

Trade and bills receivables

Other receivables, prepayments and deposits
Pledged bank deposits

Bank and cash balances

Current liabilities
Agency fee payables

Trade and bills payables
Other payables and accruals
Bank loans

Current tax liabilities

Net current assets
NET ASSETS

Capital and reserves
Share capital
Other reserves

Accumulated losses

Equity attributable to owners of the Company
Non-confrolling interests

TOTAL EQUITY

Approved by the Board of Directors on 31 March 2014.

Ni Xinguang

Director

2013 2012
Note HK$’000 HK$'000
18 5,759
19 173
21 207
6,139
22 15,618
23 52,829
24 12,277
25 12,641
25 62,038
155,403
20,311
26 18,471
74,665
Q9,944
2,304
47320 RSN
29,708
35,847
27 21,983
29 1,327,081
(1,095,491)
253,573
(217,726)
35,847
Tu Baogui
Director
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STATEMENT OF FINANCIAL POSITION
At 31 December 2013

2013 2012
Note HK$’000 HK$'000
Non-current assets
Fixed assets 18 243
Interests in subsidiaries 20 -
243
Current assets
Prepayments and deposifs 24 332
Pledged bank deposit 25 12,330
Bank and cash balances 48,114
60,776
Current liabilities
Other payables and accrvels R _2_, _27(_?_
Net current assets 58,497
NET ASSETS 58,740
Capital and reserves
Share capital 27 21,983
Other reserves 29 1,269,336
Accumulated losses (1,232,579)
TOTAL EQUITY 58,740
Approved by the Board of Direcfors on 31 March 2014.
Ni Xinguang Tu Baogui
Director Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2013

Attributable to owners of the Company

Non-
Share Other Accumulated controlling Total
capital reserves losses Total interests equity
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2012 732,777 1,304917 (1,747,742 289,052 (307,389) [17,437)
Total comprehensive income
for the year - 1,677 3,308 4,985 12,433 17,418
Reduction in par value of share capital
(Notes 27[al[ii)&iil) (718,122 - 718,122 - - -
Issue of shares on open offer [Note 27(b]| 7,328 28,538 - 35,866 - 35,866
Purchase of equity inferests from
non-controlling inferesfs - - (77.230) (77,230 77,230 -
Transfer - (8,051) 8,051 - - -
Change in equity for the year (710,794 22,164 652,251 [36,379) 89,663 53,284
At 31 December 2012 21,983 1,327,081 (1,095,491) 253,573 (217,726 35,847
At 1 January 2013 21,983 1,327,081 (1,095,491] 258,573 (217,726) 35,847
Total comprehensive income
for the year - 6,155 (1,757) 4,398 [26,088) (21,690
Transfer - (8,031 8,031 - - -
Change in equity for the year - (1,876 6,274 4,398 (26,088 (21,690)
At 31 December 2013 21,983 1,325,205 (1,089,217) 257,971 [243,814) 14,157
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2013

Cash flows from operating activities
(Loss)/profit before tax
Adjustments for:
Finance costs
Interest income
Depreciation
Allowance/(reversal of allowance) for inventories
Allowance for other receivables
Allowance for trade receivables
Amortisation of intangible assets
Barter fransactions for inventories and fixed assefs
Fixed assefs written off
Gain on disposals of fixed assets
Impairment loss on prepayments and deposits
Inventories written off
Reversal of allowance for other receivables
Reversal of allowance for trade receivables
Write back of agency fee payables
Write back of other payables and accruals

Write back of frade payables

Operating (loss)/ profit before working capital changes
Increase in inventories
Decrease/increase) in trade and bills receivables, and
other receivables, prepayments and deposits
Decrease in agency fee payables
(Decrease)/increase in trade and bills payables, and

other payables and accruals

Cash used in operations
Tax paid

Inferest paid

Net cash used in operating acfivities
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2013 2012
HK$’000 HK$'000

17,285

11,779

(511)
1,837

(3)

643
4,491
527,210

(2,379)
334

(28)

912

(4)

(372)

(495)

(121)

560,578
(3,715)

(20,627]
(586,573)

16,642

(33,695]
(1)
[665)




CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2013

2013 2012

HK$’000 HK$'000
Cash flows from investing activities
Increase in pledged bank deposits -
Payment for acquisition of availableforsale financial assets (207)
Payment for purchase of fixed assets (572)
Proceeds from disposals of fixed assets 28
Inferest received 511
Net cash used in investing activities (240)
Cash flows from financing activities
Decrease in pledged bank deposit 12,342
Repayment of bank loans -
Proceeds from issue of shares 35,866
Net cash generated from financing activities 48,208
Net (decrease)/increase in cash and cash equivalents 13,607
Effect of foreign exchange rate changes 7,742
Cash and cash equivalents at 1 January 40,689
Cash and cash equivalents at 31 December 62,038
ANALYSIS OF CASH AND CASH EQUIVALENTS
Bank and cash balances 62,038
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

36

GENERAL INFORMATION

The Company was incorporated in Hong Kong with limited liability under the Hong Kong Companies Ordinance. The
address of its registered and business office is Unit AO2, 11/F, Bank of East Asia Harbour View Centre, 56 Gloucester
Road, Wanchai, Hong Kong. The Company's shares are listed on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal activities of its principal subsidiaries are set out in Note

20 to the financial statements.

ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all the new and revised Hong Kong Financial Reporting Standards {“HKFRSs”)
issued by the Hong Kong Institute of Certified Public Accountants that are relevant to its operations and effective for its
accounting year beginning on 1 January 2013. HKFRSs comprise Hong Kong Financial Reporting Standards ("HKFRS");
Hong Kong Accounting Standards ("HKAS"); and Interpretations. The adoption of these new and revised HKFRSs 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 except as stated below.

a. Amendments to HKAS 1 “Presentation of Financial Statements”
Amendments to HKAS 1 tifled Presentation of ltems of Other Comprehensive Income introduce new terminology
for statement of comprehensive income and income statement. Under the amendments to HKAS 1, a statement
of comprehensive income is renamed as a statement of profit or loss and other comprehensive income and
an income sfatement is renamed as a statement of profit or loss. The amendments to HKAS 1 retain the option
fo present profit or loss and other comprehensive income in either a single statement or in two separate but

consecutive statements.

The amendments to HKAS 1 require additional disclosures to be made in the other comprehensive income
section such that items of other comprehensive income are grouped info two categories: [a) items that will not be
reclassified subsequently o profit or loss; and (b) items that may be reclassified subsequently to profit or loss when
specific conditions are met. Income tax on items of other comprehensive income is required to be allocated on

the same basis.

The amendments have been applied refrospectively, and hence the presentation of items of other comprehensive
income has been modified 1o reflect the change. Other than the above mentioned presentation changes, the
application of the amendments to HKAS 1 does not result in any impact on profit or loss, other comprehensive

income and total comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

2.

ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (Continuved)
b. HKFRS 12 “Disclosure of Interests in Other Entities”

HKFRS 12 "Disclosure of Inferests in Other Entities” specifies the disclosure requirements for subsidiaries, joint

arrangements and associates, and intfroduces new disclosure requirements for unconsolidated structured entities.

The adoption of HKFRS 12 only affects the disclosures relating to the Group's subsidiaries in the consolidated

financial statements. HKFRS 12 has been applied retrospectively.

The Group has not applied the new HKFRSs that have been issued but are not yet effective. The Group has commenced
an assessment of the impact of these new HKFRSs but is not yet in a position fo state whether these new HKFRSs would

have a material impact on its results of operations and financial position.

SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with HKFRSs, accounting principles generally accepted
in Hong Kong 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.

The preparation of financial statements in conformity with HKFRSs requires the use of cerfain key assumptions and
estimates. It also requires the directors to exercise their judgements in the process of applying the accounting policies.
The area involving critical judgement 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 sef 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 confrol. The Group controls an enfity
when it is exposed, or has rights, to variable refurns from its involvement with the entity and has the ability to
affect those retumns through its power over the entity. The Group has power over an entity when the Group has
existing rights that give it the current ability to direct the relevant activities, i.e. activities that significantly affect the

entity’s refumns.
When assessing control, the Group considers its potential voting rights as well as potential voting rights held by
other parties, to determine whether it has control. A potential voting right is considered only if the holder has the

practical ability to exercise that right.

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

consolidated from the date the control ceases.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

38

(a)

(b)

Consolidation (Continued)

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
(ii) 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.

Infragroup fransactions, balances and unrealised profits are eliminated. Unrealised losses are also eliminated
unless the fransaction 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.

Non-confrolling interests represent the equity in subsidiaries nof 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 inferests are presented in the consolidated statement
of profit or loss and consolidated sfatement of profit or loss and other comprehensive income as an allocation of
profit or loss and fotal 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 inferest in a subsidiary that do not result in a loss of control are accounted
for as equity fransactions (i.e. fransactions with owners in their capacity as owners). The carrying amounts of
the controlling and non-controlling interests are adjusted fo 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 atiributed 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.

Foreign currency translation

(i  Functional and presentation currency
ltems 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, which is the Company’s functional and

presentation currency.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b)

Foreign currency translation (Confinued)

(i)

(iii)

Transactions and balances in each entity’s financial statements

Transactions in foreign currencies are franslated info the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates. Monetary assets and liabilities in foreign currencies are
franslated af the exchange rates at the end of each reporting period. Gains and losses resulting from this

franslation policy are recognised in profit or loss.

Non-monetary ifems that are measured af fair values in foreign currencies are franslated using the exchange

rates at the dates when the fair values are defermined.

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 entfifies that have a functional currency different from the

Compoany's presentation currency are translated into the Company’s presentation currency as follows:

—  Assefs and liabilities for each statement of financial position presented are franslated af the closing

rate at the date of that statement of financial position;

—  Income and expenses are franslated 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
— Al 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. VWhen a foreign operation is

sold, such exchange differences are recognised in consolidated profit or loss as part of the gain or loss on

disposal.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

40

(c) Fixed assets
Fixed assets are sfated af cost less accumulated depreciation and impairment losses.

Subsequent cosfs are included in the asset's carrying amount or recognised as a separate assef, 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 ifem 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 fixed assets is calculated at rafes sufficient to write off their cost less their residual values over the

esfimated useful lives on a sfraightline basis. The principal annual rates are as follows:

Leasehold improvements Over the lease term and
certain leasehold improvements revised

to 2 years since 1 January 2010

Furniture, fixtures and office equipment 20%
Motor vehicles 20%

The residual values, useful lives and depreciation method are reviewed and adjusted, if appropriate, at the end

of each reporting period.

The gain or loss on disposal of fixed assefs is the difference between the net sales proceeds and the carrying

amount of the relevant asset, and is recognised in profit or loss.

(d) Operating leases
(il  The Group as lessee
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 straightline basis over the lease ferm.

(i) The Group as lessor
leases that do not substantially transfer to the lessees all the risks and rewards of ownership of assets are
accounted for as operating leases. Rental income from operating leases is recognised on a straightline

basis over the term of the relevant lease.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e)

(g)

Intangible assets
Insurance agency licence
The insurance agency licence is stated at acquisition cost less accumulated amortisation and impairment losses. It

is amortised on a straight line basis over ifs estimated useful life of 5 years.

Inventories

Inventories are sfated at the lower of cost and net realisable value. Cost is determined using the firstin, firstout
basis and comprises cosfs of purchase and other costs incurred in bringing the inventories to their present location
and condition. Net realisable value is the esfimated selling price in the ordinary course of business, less the

estimated costs necessary to make the sale.

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 fo the confractual provisions of the instruments.

Financial assefs are derecognised when the contractual rights to receive cash flows from the assets expire; the
Group fransfers substantially all the risks and rewards of ownership of the assets; or the Group neither fransfers
nor refains substantially all the risks and rewards of ownership of the assets but has not retained control on the
assefs. On derecognifion 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.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

42

(h)

Investments

Invesiments are recognised and derecognised on a frade dafe basis where the purchase or sale of an investment
is under a contract whose terms require delivery of the investiment within the timeframe established by the market
concemed, and are initially measured at fair value, plus directly attributable transaction costs except in the case

of financial assets at fair value through profit or loss.

Available-for-sale financial assets

Availableforsale 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. Availablefor-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 profit or loss. Interest calculated using the effective inferest method

is recognised in profit or loss.

Investments in equity invesiments that do not have a quoted market price in an active market and whose fair value
cannot be reliobly measured and derivatives that are linked to and must be setiled by delivery of such unquoted

equity insfruments, are measured at cost less any identified impairment losses.

Impairment losses recognised in profit or loss for equity investments classified as availableforsale financial
assets are not subsequently reversed through profit or loss. Impairment losses recognised in profit or loss for debt
instruments classified as availableforsale 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 dfter the

recognition of the impairment loss.

Trade and other receivables

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 frade and other
receivables is established when there is objective evidence that the Group will not be able to collect all amounts
due according fo the original terms of the 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

inferest 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 affer the impairment was
recognised, subject fo the restriction that the carrying amount of the receivables af the date the impairment is

reversed shall not exceed what the amortised cost would have been had the impairment not been recognised.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i)

(k)

L)

(m)

(o)

Cash and cash equivalents

For the purpose of the stafement of cash flows, cash and cash equivalents represent cash at bank and on hand,
demand deposits with banks and other financial institutions, and shortterm 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.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according fo the substance of the contractual
arrangements entered into and the definitions of a financial liability and an equity instrument under HKFRSs. An
equity instrument is any confract that evidences a residual inferest in the assefs of the Group affer 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 ot

amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer setlement of

the liability for af least 12 months after the reporting period.
Trade and other payables
Trade and other payables are sfated 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.
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.

Revenues from the sales of goods are recognised on the transfer of significant risks and rewards of ownership,
which generally coincides with the time when the goods are delivered and the tille has passed to the customers.

Revenue from consuliancy services, insurance agency services and television advertising services are recognised
when the services are rendered.

Rental income is recognised on a straightline basis over the lease term.

Inferest income is recognised on a fime-proportion basis using the effective inferest method.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
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(p)

(q)

(r)

Employee benefits

(i  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 entilements to sick leave and maternity leave are not recognised until the time of leave.

(i) Pension obligations
The Group confributes to defined contribution refirement schemes which are available to all employees.
Confributions 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 confributions payable

by the Group to the funds.

(iiij Termination benefits
Termination benefits are recognised at the earlier of the dates when the Group can no longer withdraw
the offer of those benefits and when the Group recognises restructuring costs and involves the payment of
fermination benefifs.

Share-based payments
The Group issues equity-setiled share-based payments to certain directors, employees and consultants.

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

Equity-seftled share-based payments fo consultants are measured at the fair value of the services rendered or if the
fair value of the services rendered cannot be reliably measured, af the fair value of the equity instruments granfed.
The fair value is measured at the date the Group receives the services and is recognised as expense.

Borrowing costs

Borrowing costs directly affributable fo the acquisition, construction or production of qualifying assefs, which are
assets that necessarily fake a substantial period of fime to gef ready for their infended use or sale, are capitalised
as part of the cost of those assets, until such time as the assets are substantially ready for their infended 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.

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 defermined by applying a capifalisation rate to the
expenditures on that asset. The capitalisation rafe is the weighted average of the borrowing cosfs 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.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s)

(t

Government subsidies
A government subsidy is recognised when there is reasonable assurance that the Group will comply with the

condifions attaching to it and that the subsidy will be received.

Government subsidies that become receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support fo the Group with no future related costs are recognised in profit or

loss in the period in which they become receivable.

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 fax 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 faxable 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 fax credits can be utilised. Such assets and liabilities are not recognised if the tfemporary
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,
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.

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 1o 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.
The measurement of deferred tax assets and liabilities reflects the tax consequences that would follow from the

manner in which the Group expects, af the end of the reporting period, to recover or setile the carrying amount of

its assets and liabilities.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation (Continued)

46

(f)

(v)

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets

against current fox liabilities and when they relate to income taxes levied by the same taxation authority and the

Group intends fo settle ifs current tax assets and liabilities on a net basis.

Related parties

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

(Al

(B)

A person or a close member of that person’s family is related o the Group if that person:

(i

(i)

(ifi)

has confrol or joint control over the Group;
has significant influence over the Group; or

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

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

(i)

(i)

(i)

(iv)

(vi]

(vii)

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).

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

Both entities are joint ventures of the same third party.

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

The enfity is a postemployment benefit plan for the benefit of employees of either the Group or an
entity related to the Group. If the Group s ifself such a plan, the sponsoring employers are also
related to the Group.

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

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

(v)

(w)

(x)

Impairment of assets

At the end of each reporting period, the Group reviews the carrying amounts of ifs tangible and infangible assets
except inventories and receivables to defermine whether there is any indication that those assefs have suffered
an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order fo
defermine 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.

Recoverable amount is the higher of fair value less costs of disposals and value in use. In assessing value in use,
the estimated future cash flows are discounted fo their present value using a pre-fax discount rafe that reflects
current market assessments of the time value of money and the risks specific fo 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 freated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset or cash-generating unit is
increased fo 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 freated as a revaluation increase.

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. VWhere the time value of money is
material, provisions are stated at the present value of the expenditures expected fo seftle 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 confingent liabilities unless the probability of outflow is remote.

Events after the reporting period

Events affer 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 concemn 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 statfements when material.
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CRITICAL JUDGEMENT AND KEY ESTIMATES

Critical judgement in applying accounting policies

In the process of applying the accounting policies, the direciors have made the following judgement that has the most
significant effect on the amounts recognised in the financial statements [apart from those involving estimations, which

are dealt with below).

Consolidation of entity with no equity inferest

Although the Group does not own any equity interest in Shanghai Seven Star International Shopping Co., ltd." (/8
+E2FBREYERZAE], "Seven Star (Shanghai)’), Seven Star (Shanghai) and its subsidiaries [“Seven Star (Shanghai)
Group”| are freated as subsidiaries because the Group is able o control the relevant activities of Seven Star (Shanghai)
Group as a result of the Structured Contracts (as defined in the announcement of the Company dated 7 September

20006) entered info by the Group.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of esfimation uncertainty af 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) Fixed assets and depreciation
The Group defermines the estimated useful lives, residual values and related depreciation charges for the Group's
fixed assefs. This estimate is based on the historical experience of the actual useful lives and residual values of
fixed assets 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 writeoff or writedown technically obsolefe or
non-strafegic assefs that have been abandoned or sold.

(b) Income taxes
The Group is subject to income taxes in different jurisdictions. Significant estimates are required in determining the
provision for income taxes. There are many transactions and calculations for which the ultimate tax determination
is uncerfain 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.

(c) Impairment loss 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 other receivables, including the current creditworthiness, the past collection history of each debtor
and on management’s judgement. Impairments arise where events or changes in circumstances indicate that the
balances may not be collectible. The idenfification of bad and doubitful 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 frade and other receivables and doubtful debt expenses in the year 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.

For identification purposes only
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4. CRITICAL JUDGEMENTS AND KEY ESTIMATES (Continved)

Key sources of estimation uncertainty (Continued)

S.

(d)

Allowance for slow-moving inventories

Allowance for slow-moving inventories is made based on the aging and estimated net realisable value of
inventories. The assessment of the allowance amount involves judgement and estimates. VWhere the actual
outcome in future is different from the original estimate, such difference will impact the carrying value of inventories

and allowance charge/writeback in the period in which such estimate has been changed.

Net realisable value of inventories is the estimated selling price in the ordinary course of business, less estimated
cosfs of completion and selling expense. These estimates are based on the current market condition and the
historical experience of selling products of similar nature. It could change significantly as a result of changes in
cusfomer taste and competifor actions in response to severe industry cycles. The Group will reassess the estimates

by the end of each reporting period.

FINANCIAL RISK MANAGEMENT

The Group's activities expose if fo a variety of financial risks: foreign currency 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 fo minimise potential adverse effects on the Group's financial performance.

(a)

Foreign currency risk

The Group has certain exposure to foreign currency risk as some of its business transactions and assefs are
denominated in currencies other than the functional currency of respective Group entities such as Renminbi ["RMB’).
The Group currently does not have a foreign currency hedging policy in respect of foreign currency transactions,
assefs and liabilifies. The Group will monifor its foreign currency exposure closely and will consider hedging

significant foreign currency exposure should the need arise.

At 31 December 2013, if RMB had weakened 5 per cent against Hong Kong dollars with all other variables
held constant, consolidated loss after tax for the year would have been HK$ 1,432,000 higher, arising mainly as
a result of the foreign exchange loss on bank deposits denominated in RMB. If RMB had strengthened 5 per cent
against Hong Kong dollars with all other variables held constant, consolidated loss after tax for the year would
have been HK$1,432,000 lower, arising mainly as a result of the foreign exchange gain on bank deposits
denominated in RMB.

At 31 December 2012, if RMB had weakened 5 per cent against Hong Kong dollars with all other variables
held constant, consolidated profit after tax for the year would have been HK$ 1,358,000 lower, arising mainly
as a result of the foreign exchange loss on bank deposits denominated in RMB. If RMB had strengthened 5 per
cent against Hong Kong dollars with all other variables held constant, consolidated profit after tax for the year
would have been HK$1,358,000 higher, arising mainly as a result of the foreign exchange gain on bank
deposits denominated in RMB.
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FINANCIAL RISK MANAGEMENT (Continved)

(b)

(c)

(d)

Credit risk

The carrying amount of the bank and cash balances, pledged bank deposits and trade and other receivables
included in the consolidated statement of financial position represents the Group's maximum exposure fo credit
risk in relation fo the Group's financial asses.

The Group has no significant concentration of credit risk.

The credit risk on bank and cash balances and pledged bank deposits is limited because the counterparties are
banks with high creditratings assigned by inferational creditrating ogencies.

In order to minimise credif risk, the directors have delegated a feam to be responsible for the determination
of credit limits, credit approvals and other monitoring procedures. In addition, the directors review the
recoverable amount of each individual debt regularly to ensure that adequate impairment losses are recognised
for irecoverable debts. In this regard, the directors consider that the Group's credit risk on trade and other
receivables is significantly reduced.

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 ferm.

The maturity analysis of the Group's financial liabilities is as follows:

Between Between
Less than 1 and 2 and Over

1 year 2 years S years 5 years
HK$'000 HK$'000 HK$'000 HK$'000

At 31 December 2013

Trade and bills payables
Other payables and accruals

At 31 December 2012

Trade payables 18,471 - - -
Other payables and accruals 74,665 - - -
Bank loans 10,080 - - -
Agency fee payables 20,311 - - -

Interest rate risk

The Group's exposure fo interestrate risk arises from its bank deposits. Certain bank deposits bear inferests at
fixed inferest rates and therefore are subject to fair value interest rate risk. Other bank deposits bear interests at
variable interest rates varied with the then prevailing market condition.

Except as stated above, the Group has no other significant interestbearing assets and liabilities, the Group's
income and operating cash flows are substantially independent of changes in market interest rate.
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FINANCIAL RISK MANAGEMENT (Continved)

(e) Categories of financial instruments at 31 December 2013

2013 2012

HK$’000 HK$'000

Financial assets:
Loans and receivables (including cash and cash equivalents) 129,385

Availablefor-sale financial assets 207

Financial liabilities:

Financial liabilities at amortised cost 123,391

()  Fair values
Except as disclosed in Note 21 to the financial statements, 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.

CAPITAL RISK MANAGEMENT
The Group manages its capital fo ensure that entities in the Group will be able to confinue as a going concern while
maximising the refumn to stakeholders through the optimisation of the debt and equity balance. The Group's overall

strategy remains unchanged from prior year.

The Group sets the amount of capital in proportion to risk. The Group manages the capital structure and makes
adjustments 1o it in the light of changes in economic conditions and the risk characteristics of the underlying assefs. In
order to maintain or adjust the capital structure, the Group may adjust the payment of dividends, issue new shares, buy-

back shares, raise new debits, redeem existing debts or sell assets to reduce debs.

TURNOVER

The Group's turnover which represents revenue from the followings:

2013 2012

HK$’000 HK$'000

PRC retail and distribution of consumer products 52,445
Television advertising service income 553,070
Consultancy service income -
Insurance agency service income 11,362
616,877
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OTHER INCOME

2013 2012

HK$’000 HK$'000

Interest income 511
Commission income from television advertising services 56,824
Exchange gains, nef -
Gain on disposals of fixed assets 28
Rental income Q918
Reversal of allowance for other receivables 4
Reversal of allowance for trade receivables 372
PRC tax subsidy 321
Write back of agency fee payables (Note) -
Write back of other payables and accruals 495
Write back of frade payables 121
Sundry income 75
59,669

Note: After further negotiation between Guangdong Television and the Group during the current year, it was
concluded that certain amount of agency fee payables was reduced and be written back accordingly. A
supplementary agreement was entered for the aforesaid reduction.

SEGMENT INFORMATION

The Group has three reportable segments as follows:

PRC retail and distribution — refail and distribution of consumer products in the PRC
Television advertising - provision of television advertising services in the PRC
Insurance agency — provision of insurance agency services in the PRC

The Group's reportable segments are strategic business units that offer different products and services. They are
managed separately because each business requires different marketing strategies.

The Group's other operating segment includes the consultancy service business, which eams consultancy service
income. This segment does not meet any of the quantitative thresholds for determining reportable segments. The
information of this operating segment is included in the ‘other’ column.

The accounting policies of the operating segments are the same as those described in Note 3 to the financial
statements. Segment profits or losses do not include corporate income and corporate expenses.

In the current year, segment assets and liabilities of the Group are not reported fo the Group's chief operating decision

makers regularly. As a result, reportable segment assets and liabilities have not been presented in these consolidated
financial statements.
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9. SEGMENT INFORMATION (Continved)

Information about reportable segment profit or loss:

PRC retail
and Television Insurance

distribution  advertising agency Other
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Year ended 31 December 2013

Revenue from external customers

Total

Segment profit/(loss|

Interest revenue

Depreciation and amortisation

Bad debts/impairment charges

Fixed assefs writien off

Inventories writien off

Reversal of bad debits/impairment charges

Wirite back of payables and accruals
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9. SEGMENT INFORMATION (Continved)

Information about reportable segment profit or loss: (Continued)

PRC retail and Television Insurance

distribution advertising agency Total

HK$'000 HK$'000 HK$'000 HK$'000

Year ended 31 December 2012

Revenue from external customers 52,445 553,070 11,362 616,877
Segment profit/(loss) (12,883) 41,560 (Q6) 28,581
Interest revenue 30 14 14 58
Interest expense 665 11,114 - 11,779
Depreciation and amortisation 1,427 527,394 106 528,927
Bad debts/impairment charges 1,471 4,575 - 6,046
Fixed assets written off 333 - - 333
Reversal of bad debts/impairment charges 20 359 - 379
Write back of payables and accruals 583 - - 583
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9. SEGMENT INFORMATION (Continved)

Reconciliations of reportable segment revenue and profit or loss:

2013

HK$’000

Revenue

Total revenue of reportable segments

2012
HK$'000

616,877

Profit or loss
Total profit or loss of reportable segments
Unallocated corporate income

Unallocated corporate expenses

28,581
548
(11,844]

Consolidated (loss)/profit before tax

17,285

Geographical information:

Revenue Non-current assets
2013 2012 2013 2012
HK$’000 HK$'000 HK$’000 HK$'000
Hong Kong - 243
PRC except Hong Kong 616,877 5,896
Consolidated total 616,877 6,139

In presenting the geographical information, revenue is based on the locations of the customers.

Revenue from major cusfomers:

2013

HK$’000

Television advertfising segment
Customer a

Customer b

2012
HK$'000

178,152
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10. FINANCE COSTS

2013 2012
HK$’000 HK$'000

Notional non-cash interest accretion on pre-agreed periodic
payments on exclusive advertising agency right 11,114
Inferest on bank loans — wholly repayable within five years 665
11,779

11. INCOME TAX EXPENSE
2013 2012
HK$’000 HK$'000
PRC tax

— current 20
— underprovision in prior years -
20

No provision for Hong Kong Profits Tax is required since the Group has no assessable profits in Hong Kong for the
year [2012: HK$NIl).

Taxes on profits assessable in the PRC have been provided af the applicable rates of tax in the PRC in which the

subsidiaries operate, based on existing legislation, interpretations and pracfices in respect thereof.
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11. INCOME TAX EXPENSE (Continved)

The reconciliation between the income tax expense and the product of (loss)/profit before tax multiplied by the Hong

Kong Profits Tax rate is as follows:

2013 2012
HK$’000 HK$'000
(Loss)/profit before tax 17,285
Tax at Hong Kong Profits Tax rate of 16.5% (2012: 16.5%) 2,852
Tax effect of income that is not taxable (343)
Tax effect of expenses that are not deductible 3,844
Tax effect of temporary differences not recognised (55)
Tax effect of different tax rafes of subsidiaries operating
in other jurisdictions 2,435
Tax effect of tax losses not recognised 4,488
Tax effect of utilisation of tax losses not previously recognised (13,201)
Underprovision in prior years -
Income tax expense 20

At the end of the reporting period the Group and the Company has unused tax losses of approximately
HK$217,216,000 (2012: HK$247,942,000) and HK$3,739,000 (2012: HK$3,739,000) respectively available
for offset against future profits. During the year, no deferred tax asset has been recognised due to the unprediciability
of future profit streams. The unrecognised tax losses of approximately HK$4,736,000, HK$95,718,000,
HK$67,191,000, HK$12,655,000 and HK$13,500,000 will expire on 31 December 2014, 2015, 2016,
2017 and 2018 respectively. Other tax losses may be carried forward indefinitely. Included in unused tax losses of the
Group are losses of approximately HK$205,754,000 (2012: HK$236,480,000) that have not yet been agreed by
respective fax authorities.

No provision for deferred taxation had been made for both years ended 31 December 2012 and 2013 as the tax
effect of all temporary difference is not material.
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12. (LOSS)/PROFIT FOR THE YEAR

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

Allowance/(reversal of allowance) for inventories

(included in cost of inventories sold)
Allowance for other receivables

(included in other operating expenses)
Allowance for trade receivables

(included in other operating expenses|

Amortisation of exclusive advertising agency right

(included in cost of sales and services)
Amortisation of insurance agency licence
(included in other operating expenses)
Auditor’s remuneration
Cost of inventories sold
Depreciation
Exchange differences, net

Fixed assets written off

Inventories written off (included in cost of inventories sold)

Impairment loss on prepayments and deposits
[included in other operating expenses)
Operating lease charges

— land and buildings

Staff costs (including directors’ emoluments) (Note 13)

13. STAFF COSTS (INCLUDING DIRECTORS’ EMOLUMENTS)

Salaries, bonuses and allowances

Retirement benefits scheme contributions
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2012

HK$'000

(3)

643

4,491

527,107

103
1,700
39,783
1,837
237
334

5213
10,849

2012
HK$'000

9,692
1,157

10,849
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For the year ended 31 December 2013

14. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS

(a) Directors’ emoluments

The emoluments of each director were as follows:

Inducement

Discretionary

bonuses fees
HK$’000  HK$/000

Salaries
HK$/000

Name of director Fees
HK$/000

Mr. Ni Xinguong

Mr. Tu Baogui [Noe o]

M. Wong Zhiming
[Note b

M. ling Yu Zhang

Mr. Lo Wei

M. Wong Chak Keung

Retirement  Compensation

benefit for loss of

Other scheme office as
director

HK$/000

benefits contributions
HK$'000 HK$/000

Share-based
payments
HK$/000

Total
HK$'000

Total for 2013

Refirement

benefi

scheme

confrioy
Mr. Ni Xinguong - 962 10 - - 14 - - 986
M. Wong Zhiming - 804 10 - - 14 - - 828
M. ling Yu Zhong 180 - - - - - - - 180
M. Ly Wei 180 - - - - - - - 180
Mr. Wong Chak Keung 180 - - - - - - - 180
Totalfor 2012 540 1766 20 - - 28 - - 2,354
Notes:

(a)  Appointed on 9 July 2013.

(b)  Resigned on 28 June 2013.

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

ended 31 December 2012 and 2013.
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14.

15.

16.

17.

60

DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS (Continved)
(b) Five highest paid individuals
The five highest paid individuals in the Group during the year included 3 (2012: 2) direcfors whose emoluments

are reflected in the analysis presented above. The emoluments of the remaining 2 (2012: 3] individuals are set

out below:
2013 2012
HK$’000 HK$'000
Salaries, bonuses and allowances 1,174
Retirement benefit scheme contributions 86
1,260

The emoluments fell within the following bands:

Number of individuals
2013 2012

HK$NIl to HK$ 1,000,000 3

During the year, no emoluments were paid by the Group to any of the five highest paid individuals as an

inducement to join or upon joining the Group or as compensation for loss of office.

(LOSS)/PROFIT FOR THE YEAR ATTRIBUTABLE TO OWNERS OF THE COMPANY
The (loss)/profit for the year attributable 1o owners of the Company included a loss of approximately HK$30,033,000

(2012: HK$23,768,000) which has been dealt with in the financial statements of the Company.

DIVIDEND
The Directors do not recommend the payment of any dividend for the year ended 31 December 2013 (2012:
HK$NIl).

(LOSS)/EARNINGS PER SHARE

Basic (loss)/earnings per share

The calculation of basic loss [2012: eamings| per share attributable to owners of the Company is based on the loss for
the year attributable to owners of the Company of approximately HK$ 1,757,000 (2012: profit of HK$3,308,000)
and the weighted average number of ordinary shares of 2,198,331,000 (2012: 1,750,496,000) in issue during the

year.
Diluted (loss)/earnings per share

No diluted loss (2012: eamings) per share is presented as the Company did not have any dilutive potential ordinary
shares during the years ended 31 December 2012 and 2013.
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18. FIXED ASSETS

Cost
At 1 January 2012
Additions

Disposals/write-off

Exchange differences

At 31 December 2012 and
1 January 2013

Additions

Disposals/write-off

Exchange differences
At 31 December 2013

Accumulated depreciation
and impairment

At 1 January 2012

Charge for the year

Disposals/write-off

Exchange differences

At 31 December 2012 and
1 January 2013

Charge for the year

Disposals/write-off

Exchange differences
At 31 December 2013

Carrying amount
At 31 December 2013

At 31 December 2012

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

The Group
Furniture,
fixtures and
Leasehold office  Call centre Motor
improvements  equipment system vehicles Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
9171 15,096 4,340 8,195 36,802
376 1,008 - 2,081 3,465
(209) (1,203 - - (2,112)
66 120 35 86 307
8,704 15,021 4,375 10,362 38,462
- 55 - 305 360
(1,022) (9,416 (4,439) (3,815) (18,692)
228 297 64 250 839
7,910 5957 - 7,102 20,969
8,811 14,168 4,340 5,062 32,381
137 331 - 1,369 1,837
(576) (1,202) - - (1,778)
66 105 35 57 263
8,438 13,402 4,375 6,488 32,703
173 434 - 1,323 1,930
(1,022) (9,229) (4,439) (2,204] [16,894]
227 260 64 174 725
7,816 4,867 - 5,781 18,464
94 1,090 - 1,321 2,505
266 1,619 - 3,874 5,759
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18. FIXED ASSETS (Continved)

62

Cost

1 January 2012
Additions
Write-off

At 31 December 2012 and
1 January 2013

Disposals
At 31 December 2013

Accumulated depreciation
1 January 2012

Charge for the year

Write-off

At 31 December 2012 and
1 January 2013
Charge for the year

Disposals
At 31 December 2013

Carrying amount
At 31 December 2013

At 31 December 2012
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The Company

Leasehold Office
improvements equipment Total
HK$'000 HK$'000 HK$'000
408 266 674
326 11 337
(408) (140) (548)
326 137 463
- (25) (25)
326 112 438
408 239 647
109 11 120
(408) (139) (547)
109 111 220
163 8 171
- (25) (25)
272 Q4 366
54 18 72
217 26 243




NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

19. INTANGIBLE ASSETS

The Group
Exclusive
Insurance  advertising

Internet agency agency
platform licence right

HK$'000 HK$'000 HK$'000
Cost
At T January 2012 1,191 516 1,547,499 1,549,206
Write-off - - (1,560,049) (1,560,049
Exchange differences 10 4 12,550 12,564
At 31 December 2012 and

1 January 2013 1,201 520 - 1,721

Write-off (1,218) - - (1,218)
Exchange differences 17 15 - 32
At 31 December 2013 - 535 - 535

Accumulated amortisation
and impairment

At 1 January 2012 1,191 241 1,016,928 1,018,360
Amortisation for the year - 103 527,107 527,210
Write-off - - (1,560,049) (1,560,049
Exchange differences 10 3 16,014 16,027
At 31 December 2012 and

1 January 2013 1,201 347 - 1,548
Amortisation for the year - 105 - 105
Write-off (1,218) - - (1,218)
Exchange differences 17 12 - 29
At 31 December 2013 - 464 - 464
Carrying amount
At 31 December 2013 - 71 - 71
At 31 December 2012 - 173 - 173

Insurance agency licence
The Group's insurance agency licence is for its provision of insurance agency services. The remaining amortisation

period of the insurance agency licence is 0.67 year (2012: 1.67 years).
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20. INTERESTS IN SUBSIDIARIES

64

The Company
2013 2012
HK$’000 HK$'000
Unlisted investments, at cost 277,066
Loans to subsidiaries 1,189,865
1,466,931
less: impairment losses (1,466,931)

The loans to subsidiaries are unsecured, interestfree and will not be repayable within the next twelve months.
Particulars of the principal subsidiaries as at 31 December 2013 are as follows:

Place of Percentage of
incorporation/ ownership
registration, Issued interest/

operation and share capital/ voting power/
kind of legal entity registered capital profit sharing Principal activities
Direct Indirect

Cheong Wa limited Hong Kong, 6,100 ordinary shares 100% - Investment holding
limited liability company of HK$1 each
Top Pro Limited The British Virgin Islands, 1 ordinary share 100% - Invesiment holding
limited liability company of US$1
Fuzhou Landun Science of Life The PRC, HK$100,000,000 - 100%  Investment holding
Co., lid whollyforeign owned

enterprise with limited liability

Seven Star (Shanghai The PRC, RMB6,000,000 - 100%  Invesiment holding
limited liability company (Note)
Seven Star Shopping (China] Co., lid.A The PRC, RMB360,000,000 - 100%  Invesiment holding
28 (hE) BRAT whollyforeign owned and provision of
enterprise with limited liability consultancy services
Seven Star Shopping Limited Hong Kong, 1 ordinary share - 100%  Invesiment holding
limited liability company of HK$1
Shanghai Seven Star The PRC, RMBT,000,000 - 60%  Provision of television
Advertising Co., lid. limited liability company advertising services
["Seven Star Advertising”)
FETEREERAR
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

20. INTERESTS IN SUBSIDIARIES (Continved)

Particulars of the principal subsidiaries as at 31 December 2013 are as follows: (Continued)

Place of Percentage of
incorporation/ ownership
registration, Issued interest/

operation and share capital/ voting power/
kind of legal entity registered capital profit sharing Principal activities
Direct Indirect

Shanghai Seven Star Electronic The PRC, RMB30,000,000 - 96%  Investment holding
Commerce Co., ltd.A* limited liability company

LBt EBTEBERAR

Shanghai Shenmin Biotechnology The PRC, RMB1,000,000 - 100%  Invesiment holding
Co., lid." limited liability company
HERREMHBERAF

Shanghai Xiangsheng Insurance The PRC, RMB20,000,000 - Q6% Provision of insurance
Agency Co., lid." limited liability company agency services

LERERRAIEERAR

Shanghai Xishiduo Hanying The PRC, RMB20,000,000 - 92.8%  Relail and wholesale
Kitchen Ware Lid. A, # Sinoforeign joint of kitchen wares
LEEUSERFABR AR venture with limited

liakility company
A For identification purposes only
# Directly held by Seven Star (Shanghai)

#  41.8% is directly held by Seven Star (Shanghai)

Note:

Although the Group does not own any equity inferest in Seven Star (Shanghai), Seven Star (Shanghai) Group are
freated as subsidiaries because the Group is able to control the relevant activities of Seven Star [Shanghai) Group as o
result of the Structured Contracts [as defined in the announcement of the Company dafed 7 September 2006) entered

info by the Group.

None of the subsidiaries has issued any debt securifies.
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20. INTERESTS IN SUBSIDIARIES (Confinved)

66

The following table shows information of subsidiaries that have non-controlling interests (“NCI") material to the Group.

The summarised financial information represents amounts before intercompany eliminations.

Principal place of business/
country of registration

% of ownership interests/
voting rights held by NCI

At 31 December:
Non-current assets
Current assets
Non-current liabilities
Current liabilities

Net liabilities
Accumulated NCI

Year ended 31 December:
Revenue

Profit/(loss)

Total comprehensive income
Profit/(loss) allocated to NCI
Dividends paid to NCI

Net cash generated from/(used in)
operating activities

Net cash generated from/(used in)
investing activities

Effect of foreign exchange rate changes

Net increase/|decrease) in cash and
cash equivalents
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Seven Star (Shanghai)

Group Seven Star Advertising
2013 2012 2013 2012
PRC/PRC PRC/PRC

100%/0% 40%/40%
HK$'000 HK$'000

1,609 2,679

100,286 71,460

(6,961) -
(553,019 (171,5906)
(458,085) (97,457)
(230,895) 13,006
156,957 407,493

79,982 32,007

76,001 31,259

1,126 12,803

(10,883) 10,757
(364) (230)

413 (92)

(10,834 10,435




NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

21. AVAILABLE-FOR-SALE FINANCIAL ASSETS

The Group
2013 2012
HK$’000 HK$'000
Unlisted equity securities, af cost 207
Analysed as:
Non-current assets 207

Unlisted equity securities with carrying amount of approximately HK$213,000 (2012: HK$207,000) was carried at
cost as they do not have a quoted market price in an active market and whose fair value cannot be reliably measured.

22. INVENTORIES

The Group
2013 2012

HK$’000 HK$'000

Finished goods 15,618

23. TRADE AND BILLS RECEIVABLES

The Group
2013 2012
HK$’000 HK$'000
Trade receivables (Note) 49 960
Bills receivables 2,869
52,829
Note:

The Group's turnover represents felevision advertising service income, sales of consumer products, consultancy service
income and insurance agency service income. For television advertising business, the Group generally requires
cusfomers fo pay in advance, but grants a credit period of 30 to 120 days to some customers. The payment terms
of the sales of consumer products are normally from 90 to 180 days. The consultancy service income is paid in
accordance with the ferms of respective agreements. The payment terms of insurance agency services provided are
normally at 30 days.
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23. TRADE AND BILLS RECEIVABLES (Continued)

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

The Group
2013 2012
HK$’000 HK$'000
0-90 days 49,066
91-180 days 517
181-365 days 2772
Over 365 days 105
49,960

At 31 December 2013, an allowance was made for estimated irrecoverable trade receivables of approximately

HK$16,147,000 (2012: HK$53,196,000).

Reconciliation of allowance for trade receivables:

The Group

2013
HK$’000

At T January

Allowance for the year
Amounts reversed for the year
Amounts written off

Exchange differences

2012

HK$'000

50,235
4,491
(372)
(1,612)
454

At 31 December

53,196
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23. TRADE AND BILLS RECEIVABLES (Continued)
At 31 December 2013, trade receivables of approximately HK$383,000 (2012: HK$865,000) were overdue 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 receivables is as follows:

The Group
2013 2012
HK$’000 HK$'000
Overdue by:
Up to 6 months 760
Over 6 months 105

The carrying amounts of the Group's trade receivables are wholly denominated in RMB.

24, OTHER RECEIVABLES, PREPAYMENTS AND DEPOSITS

The Group The Company
2013 2012 2013 2012
HK$’000 HK$'000 HK$’000 HK$'000
Other receivables 1,877 -
Prepayments and deposits 10,400 332
12,277 332
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25.

70

PLEDGED BANK DEPOSITS AND BANK AND CASH BALANCES

At 31 December 2013, the Group's pledged bank deposits included a deposit pledged to a bank of approximately
HK$320,000 (2012: HK$311,000) as security for a corporate card (2012: two corporate cards| granted to an
executive director [2012: two executive directors) of the Group. The credit limit of the corporate cards is approximately
HK$256,000 (2012: HK$249,000) in aggregate. The deposit is in RMB and bears fixed inferest rate of 3.0% (2012:

3.0%) per annum and therefore is subject fo fair value inferest rate risk.

At 31 December 2013, the Group's pledged bank deposits included deposits pledged to a bank of approximately
HK$4,476,000 to secure bills payables of approximately HK$4,476,000 as set out in Note 26 fo the financial
statements. The deposits are in RMB and bear fixed interest rates ranging from 0.4% to 2.8% per annum and therefore

are subject fo fair value interest rafe risk.

At 31 December 2012, the Group's and the Company's pledged bank deposits included a deposit pledged to a bank
of approximately HK$ 12,330,000 to secure bank loans of approximately HK$Q 944, 000. The deposit is in RMB and
bears fixed interest rate of 1.3% per annum and therefore is subject fo foreign currency risk and fair value interest rafe

risk.

At 31 December 2013, the bank and cash balances of the Group denominated in RMB and kept in the PRC amounted
to approximately HK$9,941,000 (2012: HK$13,818,000). Conversion of RMB into foreign currencies is subject
to the PRC's Foreign Exchange Control Regulations and Administration of Seftlement, Sale and Payment of Foreign

Exchange Regulations.
As sef out in Note 30(b] to the financial statements, two creditors filed setflement petitions to the court against a

subsidiary of the Company. At 31 December 2013, the bank and cash balances of the Group included bank balances
of approximately HK$630,000 which has been frozen by banks based on the instructions of the court.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

26. TRADE AND BILLS PAYABLES

The Group
2013 2012
HK$’000 HK$'000
Trade payables [Note) 18,471
Bills payables -
18,471
Note:

The Group normally obtains credit terms ranging from 30 to QO days from its suppliers.

The aging analysis of trade payables, based on date of receipt of goods, is as follows:

The Group
2013 2012
HK$’000 HK$'000
0-90 days 8,294
9@1-180 days 61
181-365 days 5
Over 365 days 10,111
18,471

The carrying amounts of the Group's trade payables are wholly denominated in RMB.
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27. SHARE CAPITAL

72

Authorised:

Ordinary shares
At 1 January 2012 [HK$0.1 each)
Reduction in par value

Share consolidation

At 31 December 2012, 1 January 2013 and
31 December 2013 (HK$0.01 each)

Issued and fully paid:

Ordinary shares

At 1 January 2012 [HK$0.1 each)
Reduction in par value

Share consolidation

Issue of shares on open offer ([HK$0.01 each)

At 31 December 2012, 1 January 2013 and
31 December 2013 (HK$0.01 each)

Notes:

[a)  On 20 January 2012, a special resolution was passed af an extraordinary general meeting fo:

(alli)

(alfiv)

(alfii
(alfiv)

(b)

Number

of Shares
‘000

Amount
HK$'000

16,000,000 1,600,000
- (1,568,000]
(12,800,000) -
3,200,000 32,000
7,327,771 732,777
- (718,122)
(5,862,217) -
732,777 7,328
2,198,331 21,983

(i reduce the nominal value of the authorised share capital of the Company from HK$0.1 to HK$0.002 per
share such that the authorised share capital is reduced from HK$ 1,600,000,000 to HK$32,000,000.

(i) reduce the nominal value of each of the issued share from HK$0.1 to HK$0.002 by cancelling the paid-
up capital to the extent of HK$0.098 on each issued share. The issued share capital of the Company is

then reduced from approximately HK$732,777,000 to approximately HK$ 14,655,000.

(i) apply the credit of approximately HK$7 18,122,000 arising from the capital reduction as mentioned in
Note (a)lii) fo eliminate part of the Company’s accumulated losses.

[iv]  consolidate every five reduced shares of HK$0.002 each in the authorised and issued share capital of the
Company info one consolidated share of HK$0.01 each following the capital reduction as mentioned in

Notes (a)(i] and (alii) above.

The authorised and issued share capital of the Company was consolidated info 3,200,000,000 shares

and 1,465,554,000 shares of HK$0.01 each respectively.

The aforesaid capital reduction (Notes (alli) and (a)lii)) was approved by the High Court of Hong Kong SAR on
2 April 2012 and duly registered by the Registrar of Companies in Hong Kong on 16 April 2012. The share

consolidation (Note (a)iv)] also became effective on 20 April 2012.

China Seven Star Holdings Limited Annual Report 2013



NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

27.

28.

SHARE CAPITAL (Continved)
Notes: (Continued)

(b]  On 21 August 2012, 732,777,000 ordinary shares of HK$0.01 each were issued at HK$0.05 per share
by way of open offer on the basis of one offer share for every two existing shares. The premium on the issue
of shares, amounting to approximately HK$28,538,000, net of share issue expenses, was credited to the
Company's share premium account.

SHARE OPTIONS

Equity-settled share option scheme

On 9 December 2013, the shareholders of the Company approved the termination of the share option scheme
adopted by the Company on 28 May 2004 (the "2004 Share Option Scheme”) and the adoption of a new share
option scheme [the “2013 Share Option Scheme”). The 2013 Share Option Scheme will expire on 8 December
2023.

2013 Share Option Scheme

Under the 2013 Share Option Scheme, the directors of the Company may, at their discrefion, grant opfions fo
executives and key employees in the service of any member of the Group and other persons who may make a
confribution to the Group subject fo terms and conditions sfipulated therein. The exercise price for any particular option
shall be such price as the board of directors of the Company may in its absolufe discrefion determine at the time of
grant of the relevant option subject to the compliance with the requirements for share option schemes under the Listing
Rules.

No option was granfed under the 2013 Share Option Scheme.
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28. SHARE OPTIONS (Continved)

74

2004 Share Option Scheme

The 2004 Share Option Scheme was terminated on @ December 2013 such that no further option can be granted
under the 2004 Share Option Scheme, but all options granted previously will remain exercisable in accordance with
the terms of the 2004 Share Option Scheme and the relevant letters of offers to the respective grantees.

At 31 December 2013, the following options to subscribe for shares were outstanding under the 2004 Share Option

Scheme:

Number of
Exercise price outstanding
Date of grant per share options Exercise period
HK$
Consultants (Nofe) 30 April 2007 6.03 48,960 30 April 2008 - 29 Apiil 2015
30 April 2009 0.49 1,428,000  5May 2010 -4 May 2017
1,476,960

Note: Options granted fo consultants were incentives for them to assist the Group in the expansion of ifs business
network, identifying and acquiring new business projects and opportunities. The fair value of such benefit could
not be estimated reliably and as a result, the fair value is measured by reference to the fair value of share option

granted.
2013 2012

Weighted Weighted

average average
exercise Number of exercise Number of
price in HK$ share price in HK$ share
per share options per share options
At 1 January 1.103 34,524,960
Llapsed during the year 3.539 (4,080,000)

At 31 December 0.776 30,444,960

The options outstanding at the end of the year have a weighted average remaining contractual life of 3.28 years (2012:
1.02 years| and the exercise prices range from HK$0.49 to HK$6.03 (2012: HK$0.49 1o HK$6.03).
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2013

29. OTHER RESERVES

The Group
Share- Foreign
based Special currency Statutory

Share payments capital translation surplus

premium reserve reserve reserve reserve

At T January 2012

Issue of shares on open offer
[Note 27(b))

Transfer

Translation differences

At 31 December 2012

At 1 January 2013
Transfer

Translation differences

At 31 December 2013

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

505,398 16,752 726,699 50,206 5,862 1,304,917
28,538 - - - - 28,538
- (8,051] - - - (8,051]

- - - 1,677 - 1,677
533,936 8,701 726,699 51,883 5,862 1,327,081
533,936 8,701 726,699 51,883 5,862 1,327,081
- (8,031] - - - (8,031]

- - - 6,155 - 6,155
533,936 670 726,699 58,038 5,862 1,325,205

The Company

Share-

based Special

Share payments capital
premium reserve reserve Total
HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2012 505,398 16,752 726,699 1,248,849
Issue of shares on open offer (Note 27(b)) 28,538 - - 28,538
Transfer - (8,051) - (8,051)
At 31 December 2012 533,936 8,701 726,699 1,269,336
At 1 January 2013 533,936 8,701 726,699 1,269,336
Transfer - (8,031) - (8,031)
At 31 December 2013 533,936 670 726,699 1,261,305
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29. OTHER RESERVES (Continved)

Nature and purpose of reserves

76

(a)

(b)

(c)

(d)

(e)

Share premium

Under section 48B of the Hong Kong Companies Ordinance, the funds in the share premium account of the
Company can be applied in paying up unissued shares to be issued to shareholders as fully paid bonus shares;
or in writing off the preliminary expenses or the expenses of, or the commission paid or discount allowed on, any
issue of shares of the Company.

Share-based payments reserve
The fair value of the actual or estimated number of unexercised share options granted to directors, employees
and consultants of the Company recognised in accordance with the accounting policy adopted for share-based

payments in Note 3(qg) to the financial statements.

Special capital reserve

The application of the special capital reserve is subject to the court order granted by the High Court of Hong
Kong SAR. Pursuant to the High Court Order dated 20 November 2002, as long as the Company shall remain
a listed company, the balances shall be treated as an undistributable reserve of the Company for the purposes
of Section 79C of the Hong Kong Companies Ordinance or any statutory re-enactment or modification thereof
provided that (1) the Company shall be at liberty to apply the said special capital reserve for the same purposes
as a share premium account may be applied; and (2) the amount standing to the credit of the special capital
reserve may be reduced by the amount of any increase, affer the effective date, in the paid up share capital or
the amount standing to the credit of the share premium account of the Company as a result of the payment up of

shares by the receipt of new consideration or the capitalisation of distributable profits.

Foreign currency translation reserve

The foreign currency franslation 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 policy
set out in Note 3(bl(iii) to the financial statements.

Statutory surplus reserve

In accordance with the PRC Company law and the respective company’s arficles of association, a subsidiary of
the Group established in the PRC, being a wholly foreign owned enterprise, is required to appropriate 10% of
the annual sfatutory profit affter tax (after offsefting any prior years' losses), to the statutory surplus reserve. When
the balance of the reserve fund reaches 50% of each entity's registered capital, any further appropriation is
optional. With the approval from the relevant authorities, the statutory surplus reserve can be utilised 1o offset prior

years' losses or fo increase capital. The reserve fund cannot be distributed in the form of cash.
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30. PENDING LITIGATION
At 31 December 2013, the Group has the following litigations:

(a)

(b)

The Group is pursuing a legal proceeding against a vendor, a director of the vendor and two ex-directors of the
Company in connection with the acquisition of a PRC hotel at a consideration of HK$ 120 million undertaken by
the Group in September 2000. The Group is claiming the cosfs and expenses associated with the acquisition
and as at the reporting date, the parties of the case are sfill attending fo interlocutory matters and no hearing date

has yet been fixed.

The Company is currently seeking legal advice on this litigation. The directors believe that appropriate provisions
have been made in the financial statements of the Group and the Group has valid claim/defence regarding this

litigation and consider that there would not have material impact fo the Group.

On 27 November 2013 and 5 December 2013, two maijor creditors (the “Plaintiffs”) filed petitions to Shanghai
Jiading People’s Court of the PRC (/832 5E [& AR JEPE) against a subsidiary of the Company (the “Defendant’)
for setlement of trade debts of approximately HK$3,783,000 and HK$6,214,000 respectively. Hearings had
been held on 26 December 2013 and 16 January 2014 and the verdicts were in favor of the Plaintiffs. The
Defendant then appealed to Shanghai No. 2 Intermediate People's Court of the PRC (/& T 28 = A RIERT).

As at the reporting date, the appeals are sfill in progress and no hearing dates have yet been fixed.

As the claimed trade debts have been properly made in the consolidated financial statements, the directors

believe that these litigations would not have material impact to the Group.

Apart from the aforesaid pending litigations, the Group did not have any significant contingent liabilities at 31

December 201 3.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

31.

OPERATING LEASE COMMITMENTS

At 31 December 2013, the total future minimum lease payments under non-cancellable operating leases are payable

as follows:

The Group The Company
2013 2012 2013 2012
HK$’000 HK$'000 HK$’000 HK$'000
Within one year 4,355 752
In the second fo fifth years inclusive 14,544 154
After five years 35,652 -
54,551 Q06

Operating lease payments represent rentals payable by the Group for certain of its offices and warehouses. leases are
negotiated for terms ranging from one to twenty years and renfals are fixed over the lease ferms and do not include

confingent rentals.

It is the Group's policy to sublease part of its office in the PRC fo related companies. The lease terms are ranging from

6 months to 1 year. All leases are on a fixed renfal basis and do not include contingent rental.

32. RELATED PARTY TRANSACTIONS

78

[a)  In addition to those related party transactions and balances disclosed elsewhere in the financial statements, the

Group had the following transactions with ifs related parties during the year:

2013 2012

HK$’000 HK$'000

Allowance for amount due from a former director -
Allowance for rental receivables from a related company

(Note (i) and {ii)) -

Consultancy service income from a related company [Note |i)) -

Rental income from a related company (Note (i) -

Rental income from related companies Q18

Notes:

() Mr. NiXinguang ("Mr. Ni"), an executive director of the Company has beneficial interests in these related
companies.

(i) Mr. Wang Zhiming ("Mr. Wang"), an executive director of the Company resigned on 28 June 2013 has
beneficial interests in this related company.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2013

32. RELATED PARTY TRANSACTIONS (Confinued)

(b)

At the end of the reporting period, the Group had the following balances with its related parties:

The Group

2013 2012
HK$’000 HK$'000

Other receivables from a related company (Note (i) and {ii)) -

Other receivables from related companies 613
Trade payables to related companies (71)
Fund advanced from a related company (included in other

payables and accruals) (3,108])
Fund advanced from Mr. Wang (included in other

payables and accruals (409)
Nofes:

(il Mr. Ni has beneficial inferests in this related company.

(i)  The amount due is unsecured, interestfree and has no fixed term of repayment.

33. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the Board of Directors on 31 March 2014.
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FIVE YEAR FINANCIAL SUMMARY

2013 2012 2011 2010 2009
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
Results
Turnover 616,877 589,621 580,085 469,123
(Loss)/profit atiributable to:
— Owners of the Company 3,308 (18,992) 42,367) 6,200
— Non-controlling inferests 13,957 (87,174) (207,129 (1,171

Assets and liabilities

Total assefs 161,542 700,937 1,254,296 380,119
Total liabilities (125,695] (718,374]  [1,164,625] (53,300)
Total equity 35,847 (17,437) 89,671 326,819
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