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Chairman’s Statement
EER{E

Dear Shareholders,

The Group has entered the third year after its
listing on the Main Board of the Stock Exchange
of Hong Kong Limited. In the past three years, the
number of stores in the PRC of our Group has
been increased from 8 at the time of listing to 18
currently. This represents that we have gradually
achieved the target of the use of proceeds
upon listing, continuously enhancing our core
competitiveness, raising recognition, as well as
strengthening and extending our leading position
in the industry.

INDUSTRY OVERVIEW

In the first half of 2010, the retail industry of
China was facing substantial challenge. With
the continuous implementation of various
internal economy stimulation measures by the
Central government, there was a change in the
economic development progress and structural
adjustments. The overall economic environment
has been advancing, and achieving what was
target by the Macro economic policy. According
to the National Bureau of Statistics of China,
for the first half of this year, the aggregate GDP
amounted to approximately RMB17,284.0 billion,
representing a growth of approximately 11.1%
as compared to the corresponding period last
year; the total retail sales of consumer goods
amounted to approximately RMB7,266.9 billion,
representing an increase of approximately 18.2%
as compared to the corresponding period last
year. Among which, the total sales in commaodity
retail sectors was approximately RMB6,448.8
billion, up approximately 18.4% as compared to
the corresponding period last year.
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Chairman’s Statement
EERRE

According to the Statistics Bureau of Guangdong
Province, for the first half of this year, the
aggregate output of Guangdong Province reached
approximately RMB1,966.8 billion, representing
a growth of approximately 11.2% as compared
to the corresponding period last year, while the
total retail sales of consumer goods amounted to
approximately RMB823.2 billion, representing an
increase of approximately 17.1% as compared to
the corresponding period last year. Among which,
the total sales in retail sectors was approximately
RMB671.9 billion, representing a growth of
approximately 17.7% as compared to the
corresponding period last year.

As reported by the Statistics Bureau of Shenzhen,
for the first half of this year, the aggregate
output of Shenzhen amounted to approximately
RMB421.5 billion, up approximately 11.6% as
compared to the corresponding period last year;
the total retail sales of consumer goods was
approximately RMB140.3 billion, representing a
growth of approximately 16.1% as compared to
the corresponding period last year. Among which,
the total sales in wholesale and retail sectors was
approximately RMB126.1 billion, up approximately
16.9% as compared to the corresponding period
last year. By capturing market opportunities and
leveraging on our core advantages, the Group has
maintained its market share in the retail industry.
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Chairman’s Statement
EER{E

I 'am pleased to report that, for the six months
ended 30 June 2010, the Group has obtained
stable results in revenue. However, the operating
profit and profit after tax were retreating. During
the Period, the Group recorded revenue of
approximately RMB416.9 million, representing an
increase of approximately 2.2% as compared to
the corresponding period last year. Operating profit
was approximately RMB6.3 million, representing
a decrease of approximately 48.5% as compared
to the corresponding period last year; while profit
after tax amounted to approximately RMB3.3
million, representing a decrease of approximately
61.1% as compared to the corresponding period
last year. Earmings per share was RMBO0.32 cents,
a decrease of approximately 61.0% as compared
to the corresponding period last year.

The decrease in profit after tax and earnings
per share was partly attributable to temporary
suspension of stores due to renovation, including
Shajing, Songgang, Longhua, Gongming,
and Shiyan stores, and the increase in local
competition in our stores in Shenzhen. Cash and
bank balances as at the balance sheet date was
approximately RMB249.0 million. The Group has
increased its total outlets from 17 as at 30 June
2009 to 18 as at 30 June 2010, and maintained
a healthy capital structure which builds a solid
foundation for future development.

DIVIDENDS

The Board believes that, backed with its sound
financial status and cash flow, the Group will
be able to finance the investments for its on-
going development. The Group will strive to
offer a reasonable dividend distribution as an
acknowledgment to the shareholders of the
Company (the “Shareholders”) for their support to
the Group.
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Chairman’s Statement
EERRE

FUTURE PROSPECT

Looking ahead, the Group will continue to
strengthen and enhance its existing competitive
edges through establishing new stores and
acquiring retail outlets to capture a larger market
share. The Group will continue to increase the
total number of outlets through leasing and
acquisition in the South China region as well as
to actively expand its business in other regions
throughout the country over the coming two years.
Besides, we have started to upgrade our store
image through renovating our stores, altering our
operation mode, and optimizing our products. By
this, we hope to reinforce the confidence of our
shareholders and customers towards our Group.

The Group will continue to expand its business
when opportunities arise.

Adhering to its corporate mission of “Earnest,
Pragmatism, Faithfulness, Comprehensiveness”,
the Group will continue its efforts to move forward
and to set up an optimized retail network so as to
provide quality service and generate remarkable
returns for the shareholders.

APPRECIATION

Finally, on behalf of the Board, | would like to take
this opportunity to express my sincere appreciation
to the shareholders, suppliers, customers and
business partners for their long-term support, and
thank all staff for their dedication and contribution
to the Group.

Zhuang Lu Kun
Chairman

Shenzhen, the PRC
30 August 2010
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Management Discussion
and Analysis

BEEENWR DT

BUSINESS REVIEW

For the six months ended 30 June 2010, the
Group recorded revenue of approximately
RMB416.9 million, representing a year-on
year increase of approximately 2.2%. Gross
profit amounted to approximately RMB51.5
million, representing a year-on-year decrease of
approximately 4.9%; while operating profit was
approximately RMB6.3 million, representing a year-
on-year decrease of approximately 48.5%. Profit
attributable to shareholders was approximately
RMB3.3 million, representing a year-on-year
decrease of 61.1%. There was a decline of
consolidated results over the corresponding period
last year.

Recapping on the first half of 2010, our Group has
the following major achievements in our operation.

Actively implement cost control to
minimize our operating expenditure

After a careful review on the sales floor area
usage, we have reassigned the operation area in
our shopping arcade. The excessive sales area
has been returned to our landlords in some of
our stores. For those stores which have incurred
operation losses but have future business running
potential, we have tried to liaise with our landlords
for better leasing terms such as rent reduction
or extended rent-free period to reduce our rental
expenditure. For the stores which have suffered
excessive losses in the past, we are undergoing
or have come to conclusion with the respective

LA
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Management Discussion
and Analysis

BEE R DT

landlords to early terminate the leases so as to
avoid nibbling the earnings of the other profitable
stores. Under these measures, the overall
operating expenditure could be alleviated.

Adjust the operation mode to increase
the income sources

Our stores are located in various parts of the
Guangdong and Guangxi province of the PRC.
Due to the difference in buying habits and walks
of life, we have decentralized the decision making
power on the operation level to the store manager
for stores outside Shenzhen. These include
aspects such as promotional sales, customer
bulk purchases, outdoor bargain sales, business
invitation and purchasing, and the treatment to
defaulting suppliers etc. Besides, attributing to the
difference in margin contribution, we have started
to increase the sales floor area for concessionaire
sales, by replacing the self operating section.
At the same time, we have also contracted with
large retailing brand operator (ike Gome Electrical
Appliances store in Foshan stores) to expand the
sales network and stablize the income sources.

Adopt “direct sourcing from producer for
supermarket” to lower the buying costs
for agricultural products

This scheme encompasses the agricultural
products in the supermarket section, including
mainly fruit and vegetables etc, to be directly
sourced from the original producers. The products
will be delivered to our procurement center
and distributed to our stores. By this, we can
effectively control the quantity on hand, therefore,
avoid paying purchasing premium as a result of
seasonality or sudden events, and eliminate the
profit of the wholesalers. The purchasing cost
could then be lowered, and the selling price will
be more competitive. In the first half of 2010, we
have engaged the major type of fruit, and looking
forward, all types of fruit and vegetable by the end
of the year.
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Management Discussion
and Analysis

BEEENWR DT

Upgrade store renovation to promote the
Group operational image

In the first half of 2010, we have extensively
renovated our stores to perfect the business
environment and store image. Accordingly, our
major stores including Shajing store, Longhua
store, Songgang store, Gongming store and
Shiyan store have been upgraded with stylish
appearance, both in and out. This caused, partly
or wholly, temporary suspension of business of
these stores. On the other hand, we have also
partly altered the sales floor area usage for Buiji
store, Fanshen store and Shatoujiao store. Within
our stores, we have reassessed and optimized
the commodity profile, the brand name profile,
and the supplier profile etc so as to upgrade the
store image. By this, we hope to promote a new
shopping image of Jiahua, and to strengthen the
customer loyalty towards our stores.

Commencement of operation in the
new procurement center to support
current operational needs and future
development

The new procurement center is located at the
Shiyan Street in Baoan District of Shenzhen. It
has around 9,000 square meter in size and was
put into operation at the beginning of this year.
The delivery coverage area includes all stores
located in the Guangdong province of the PRC.
The procurement center is equipped with different
size of storing racks and advanced automatic
sorting lines which has enhanced our distribution
capability. Upon the full operation of the center,
we are expecting to have a higher item tracking
capability, logistic analysis, stock control and
warehouse management. All these will increase
the operation efficiency and lower the delivery
cost.
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Management Discussion
and Analysis

BEE R DT

OUTLOOK AND PROSPECT

Looking ahead, in view of the opportunities arising
from the recovery of the PRC economy, there
will be strong demand for fast moving consumer
goods, the Directors are confident towards
the prospects of the Group’s business. The
future development strategy of the Group is to
become one of the major retail chain enterprise
in the PRC. The Group will further strengthen its
core competitiveness by improving operating
performance and enlarging revenue scale through
mergers and acquisitions. The Group will also
continue to explore new opportunities for asset
building to increase the value of the Company as a
whole.

RISK MANAGEMENT

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

() Foreign exchange risk

The Group has operation in the PRC so
that the majority of the Group’s revenues,
expenses and cashflows are denominated
in RMB and HK Dollars. Assets and liabilities
of the Group are mostly denominated in
Renminbi (RMB) or Hong Kong Dollars (HKS).
Any significant exchange rate fluctuations of
foreign currencies against Renminbi may have
financial impact to the Group.

(ii) Interest rate risk

The Group’s income and operating cash flows
are substantially independent of changes in
market interest rates and the Group has no
significant interest-bearing assets, other than
cash at banks. The Group has not used any
interest rate swaps to hedge its exposure to
interest rate risk.
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Management Discussion
and Analysis

BEEWR DT

(ii)

(iv)

Credit risk

The Group has no significant concentrations
of credit risk. Most of the sales transactions
were settled in cash basis or by credit card
payment. The carrying amount of loan and
other receivables included in the consolidated
statement of financial position represents the
Group’s maximum exposure to credit risk in
relation to its financial assets. The Directors
are of the opinion that adequate provision
for uncollectible receivables has been made
in this unaudited condensed consolidated
financial information.

Liquidity risk

Prudent liquidity risk management implies
maintaining sufficient cash and cash
equivalents, the availability of funding through
an adequate amount of committed credit
facilities and ability to close our market
positions. The Group’s objective is to maintain
adequate credit lines to ensure sufficient and
flexible funding available to the Group.

During the Period, the Group did not use any
financial instrument for hedging purposes
and the Group did not have any hedging
instrument outstanding as at 30 June 2010.

The Group’s objectives when managing capital
are to safeguard the Group’s ability to continue
as a going concern in order to provide returns for
shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to
reduce the cost of capital.
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Management Discussion
and Analysis

BEENWR DT

EMPLOYEES AND REMUNERATION
POLICIES

As at 30 June 2010, the Group had approximately
3,136 employees in the PRC and Hong Kong.
The Group continued to recruit high calibre people
and provide continuing education and training
for employees to help upgrading their skills and
knowledge as well as developing team spirit on
an on-going basis. For the Period, total staff costs
were approximately RMB38.6 million. Competitive
remuneration packages and performance-based
bonuses are structured to commensurate with
individual responsibilities, qualification, experience
and performance.

The Group also provides other staff benefit such
as mandatory provident fund and share option
schemes (details of which were set out in the
section head “Corporate Governance and Other
Information”).

CONTINGENT LIABILITIES
As at 30 June 2010, the Group has no significant
contingent liabilities.

Financial Review

During the Period, the Group’s revenue reached
approximately RMB416.9 million, net profit after
tax attributable to the owners of the Company
was approximately RMB3.3 million. Gross margin
and net margin of the Group were about 14.4%
and 0.8% respectively. During the Period, the
distribution costs and administrative expenses
were approximately RMB125.7 million and
RMB18.5 million respectively, accounting for
approximately 30.1% and 4.4% of the Group’s
revenue respectively.
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Management Discussion
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As at 30 June 2010, the Group’s non-current
assets amounted to approximately RMB207.8
million (31 December 2009: approximately
RMB191.5 million). Non-current assets mainly
include property, plant and equipment of
approximately RMB154.0 million (31 December
2009: approximately RMB138.6 million), intangible
assets of approximately RMB17.7 million (31
December 2009: approximately RMB18.8
million) and deposits paid and prepayments of
approximately RMB36.1 million (31 December
2009: approximately RMB34.1 million).

As at 30 June 2010, the Group had current assets
amounting to approximately RMB402.6 million
(81 December 2009: approximately RMB450.5
million). Current assets mainly comprised cash
and bank balance of approximately RMB249.0
million (31 December 2009: approximately
RMB270.6 million), inventories and consumables
of approximately RMB110.8 million (31 December
2009: approximately RMB130.2 million), deposits
paid, prepayments and other receivables of
approximately RMB41.8 million (31 December
2009: approximately RMB46.0 million) and trade
receivables of approximately RMB1.0 million (31
December 2009: approximately RMB3.7 million).

As at 30 June 2010, the Group had current
liabilities amounting to approximately RMB229.6
million (31 December 2009: approximately
RMB264.4 million). Current liabilities mainly
comprised trade payables of approximately
RMB151.7 million (31 December 2009:
approximately RMB176.1 million). Coupon
liabilities, deposit received, other payables and
accruals of approximately RMB71.7 million (31
December 2009: approximately RMB83.5 million),
amount due to a director of approximately RMBO0.7
million (31 December 2009: approximately
RMBO.7 million), and provision for tax of
approximately RMB5.5 million (31 December
2009: approximately RMB4.1 million).
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THAFE+_A=+—8 : HARE1E
91508 L) c IMBEEFTEBIED
¥ BEREBEHARE1ES4008
T(ZEBEENF+_A=Z+—H8: HA
R¥1{83,86087L) « EREENAR
B 7708 T (ZEENF+=-A=1+—
H . #91,8808 T) ME ke RFER K
BHARESBI0ETL(ZETNFE+=
B=1+—H8 : HARME3,41087T) °

RZE—FFXA=1H x£EHB
RBEENBARE4ME200E T (=T
TAFE+-_A=+—8 : HAR4E
50508 7C) - RBEEFZRERE R
RITHEBOARE2E4000BT(ZF
TNE+_A=+—8: HARK2{E
7,060087L) FERZERHAREA
B1,0808 L(ZEENF+=_A=*+—
B: HAREIE30208T)  BFHE
& BAFEREMRKREHARE
41808 L (ZEENF+=A=1+—
A HAREA46008T) M EKE SR
HOARBI0ETT(ZEZNF+=A
=+—H: HAREI70&ETT) °

R-ZE-TFEXNA=10 ~&EEZK
BEEHNAARE2E200EBT(ZE
TAE+-_A=+—8: HARK2(E
6,44087T) - RPEABEFTEZREENE
SEBHAAREBIES1I7T0BT(ZE
TAFE+_A=+—8 : HARE1E
7610870) - ZEAME - BUkE - H
M REREAERANAARET170
BT(ZETNF+ZA=+—8 : HA
R#8,3508 L) « Bt —RBEZHIEL
ABREI0BT(ZEThF+-_A=1+—
H: HARB708 L) RBRHBEBREELHA
R¥5508TL(ZETNF+_A=+—
B HARE4108TT) °
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Management Discussion
and Analysis

BEEENWR DT

SUBSEQUENT EVENTS
The Group did not have any significant subsequent
events taken place subsequent to 30 June 2010.

Use of Proceeds

The net proceeds raised from the Company’s
newly issued and listed shares on the Stock
Exchange in May 2007 (after deduction of related
issuance expenses) amounted to approximately
HK$265,000,000. As of 30 June 2010,
approximately HK$129,800,000 of the proceeds
S0 raised was used, and the unused proceeds of
approximately HK$135,200,000 was deposited
with banks, the security of which was adequately
ensured.

Details of the used proceeds raised of
approximately HK$129,800,000 are set out as
follows:

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

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

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

e as to approximately HK$4,350,000 for
opening of two new stores in Xian sub-district

Baoan;

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

EEREERERAT —E-ZTFHHPHE

REHRSBHE
FEER-F-FFAASHERYLE
EITEMEAEEARER -

FrSRERAZE

ARRR-_EELFRAEH
MBETLETRNEEOMBREF
BOANBEENZTERARAES
7 49 265,000,000 7T - RZFT—F
FXRNAZTH EHEMESKEY
129,800,000/ 7T + iR B) A B FT15 IE
#9135,200,000/8 TTF AEERTT » HE S
HE RHIRE -

BB FTESKIEX129,800,000/4 L2
HIBEERSIAT

*  #929,000,00078 7T A {E 45 & o BR
YEEET EIE R

e #928,300,0007% T B 1ERA AR B8 1L
B 5 N {30 LI AR R TR

e #98,750,0007% T FA1ER H Bl E PR
EHRFIES
o #94,350,0007 T FAYER R BB 25T

LHTE PR A4 -

*  #910,400,00078 7T A {ER o BRI
RS FIRRANEH
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and Analysis
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as to approximately HK$15,800,000 for
opening of a new store in Buji Shenzhen;

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

as to approximately HK$9,200,000 for
setting up of a procurement centre in Shiyan

Shenzhen;

as to approximately HK$6,300,000 for the
purchase of transportation equipment; and

as to approximately HK$3,400,000 for the

e #915,800,000% 7T A fEFA 1 BLZR I
mEFRRIES

e #914,300,0007% 7T A {EFA B & 7R
B RS

e #99,200,0007% T AERF BREYIA
EFREEPL

e #96,300,000/8 T HAEREBEE B T
B R

e #)3,400,0008 TTHERBEHAE

purchase of office equipment. R e

KRB 2B RIERBARNRREAIER
ARRBMAZZTLFRANRZER
ER[ARRETEI RFEHRIBRL ] — &
LA o

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

ERTRHFES 2 ENER

For the six months ended 30 June 2010 HE —Z—Z4F,xA=+H /A A

Revenue WA

Cost of inventories sold BEFERA

Other operating income B
Distribution costs AR =IDEN
Administrative expenses THAX

Profit before income tax MRS BLANER
Income tax expense FriSfiR

Profit for the period AR A

Other comprehensive income REEHEMEFE
for the period, net of tax (Fit&)

Total comprehensive income  &REEHEHE AL
attributable to the owners of 2N HEHE
the Company

Dividend RE

Earnings per share BREF
— Basic (RMB cents) —HEA(ARED)
— Diluted (RMB cents) - EEARED)

EEREERERAT —T-ZTFHHPRE

Six months ended 30 June
BEAA=THLAEA

2010
—g-3F
RMB’000
ARBT T
(Unaudited)
(REBER)

416,939
(305,843)

111,096
39,373
(125,661)

(18,529)

6,279
(2,977)

3,302

0.32

N/ATEF

2009
ZETNF
RMB’000
AREFT
(Unaudited)
(REEER)

407,934
(289,577)

118,357
30,761
(121,809)

(15,117)

12,192
(3,693)

8,499

0.82

N/ATNE R



Interim Condensed Consolidated
Statement of Financial Position

AR H AR S B AR R

Asat 30 June 2010 A=—ZE—ZTF,XA=+H

At 30 June
2010
R-Z-ZF
NA= 'f‘ A
NOtQS RMB’000
BisE AR¥T T
(Unaudited)
(REERZ)
ASSETS AND LIABILITIES BERAE
Non-current assets ERBEE
Property, plant and equipment ME - BB MRS 9 154,021
Intangible asset BVEE 17,660
Deposits paid and prepayments & 11&4 RIER FUE 36,064
207,745
Current assets REBEE
Inventories and consumables FENGESD 110,834
Trade receivables U E SRR 10 1,033
Deposits paid, prepayments and 2 11#%4 ~ BRI FIE
other receivables N E o e 1B 41,823
Cash and bank balances B RRITHER 11 248,963
402,653
Current liabilities REAE
Trade payables f% NESER 12 151,706
Coupon liabilities, deposits received, BE&E « BUL
other payables and accruals Re - Hipf
FERETER 71,716
Amount due to a director Ef—REEZRE 15(d) 738
Provision for tax FiTER 5,478
229,638
Net current assets REBEERE 173,015
Total assets less current liabilities 24 E R RE & & 380,760
Non-current liabilities E =i
Deferred tax liabilities ERERIEAE 2,237
Net assets BERE 378,523
EQUITY ATTRIBUTABLE TO KATEEA
THE OWNERS OF LS
THE COMPANY
Share capital AR 13 10,125
Reserves & 368,398
Total equity RSB 378,523
18

At 31 December
2009

(Audited)
(K5E%)

138,611
18,8056
34,133

191,649

130,167
3,716

46,024
270,614

450,521

176,122

83,531
738
4,072

264,463
186,058

377,607

2,386

375,221

10,125
365,096

375,221
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Interim Condensed Consolidated ”
Statement of Cash Flows
SRR HSAERERER

For the six months ended 30 June 2010 HE —Z—Z4F,xA=+H /A A

Six months ended 30 June
BEAA=THLEXREA
2010 2009
—E-EF —TENF
RMB’000 RMB’000
AR¥TT ARBFT
(Unaudited) (Unaudited)
(REER) (REE=ER)

Net cash inflow from operating  £8& %530 4R B 58

activities 16,150 10,161
Net cash outflow from investing & E#IE 4 F5

activities (37,801) (83,779)
Net cash (outflow)/inflow from & EENIIR S R,/ TRA

financing activities FER (19,362) 37,861

(Decrease)/Increase in cash REREEZEY
and cash equivalents (GRi4),/#hn (41,013)

Cash and cash equivalents R—A—BZR&
at 1 January RREZEEY 239,976

Cash and cash equivalents RAA=+HZEE
at 30 June RBEESEEY 198,963 215,274

EEREERERAT —T-ZTFHHPRE 19



Interim Condensed Consolidated
Statement of Changes in Equity
PG EESEER

For the six months ended 30 June 2010 HE—Z—Z 44X A=+H /A A

Statutory Share
Share Share Statutory welfare Merger opion ~ Translation ~ Refained ~ Dividend
captal  premium resenve Tesere Tesene resene Tesene profis~ proposed Total
e B
RE RARE  EEEE BHEE  ANER BE BEBE REEM IR Eal
RMBOOO ~ RMBOOO  RMBIOOO  RMB'OO0  RWB'OO0  RMBOOO  RWB0O0  RMBOOO  RWB0OO  RMB'00O
MRETT  ARETT ARETT ARETT ARETT ARBTR ARETR ARBTT ARETR ARETR
Unaudited for tesx ~ EZ-FENE
months ended ~AZTAL
30 June 2009 ~RRKEER
At lavay2009  R-FENE-A-R 10125 202478 21,974 2,286 12373 1446 %69) 90,647 12139 408499
Poftforthe period AR - - - - - - -3 - B4
Trnsfertostaloy  BEEEE
TeSere - - 2637 - - - - 2,637) - -
Total recogrised income SREM A
and expenses RE%EE
for the period - - 2,637 - - - - 5,862 - 8,499
Dividend paid for 2008 5%\ EE RS - - - - - - - - (12139 (12139
MOdne20s  R-IEAE
~A=TH 1012 252478 24611 2,28 12,318 1446 %9) 96,509 - A048%9
20 Jiahua Stores Holdings Limited Interim Report 2010



Interim Condensed Consolidated
Statement of Changes in Equity

AR MRS RS R

For the six months ended 30 June 2010 HE —Z—Z4F,xA=+H /A A

Statutory Share
Share Share  Statutory  welfare  Merger option  Translation  Retained  Dividend
capitll  premium  reseve  reserve  reseve  reserve  reserve profits  proposed Total
e BhE

Rt BBEE  HERE  RAEE  GHEE BE AERE REW  AERS it

RMB000  RMB'O00  RMB'000  RMBOO0  RMB'000  RMB'00  RMB'00  RMB'000  RMBOO0  RMB'000

ARBTR  ARRTR ARBTR ARMTR ARETR ARMTR ARMTR ARBTR ARMTR ARMTR
Unaudited forthe six  EZ-%-5&
months ended RAZTRL
30 June 2010 ~ERREEL

A1 January 2010 R-E-3E-f-R 10125 252478 26,001 2,266 12313 6,706 (969 66,221 - 52

Proftfor e period ~ EBAER - - - - - - 3,302 - 3302
Translerostatutoy B4 EEE

Teserve - - 3107 - - - (8,107) -

Totalrecogrised income SREM A
adegensesfor  REREE

the perod - - 3107 - - - 195 - 3302
At 30 June 2010 HZ§-%%

e 10,125 252478 29,108 2286 12373 6,706 (969 66,416 ER (17

EETEERERLAT —T-TFREHRSE 21



Notes to the Interim Condensed
Financial Statements
fE& BA AR R B A SR R BT R E

1.

22

BASIS OF PREPARATION

Jiahua Stores Holdings Limited (the
“Company”) was incorporated in the Cayman
Islands as an exempted company with limited
liability. The Company’s shares are listed on
the Main Board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

The unaudited condensed consolidated
financial statements (“Interim Condensed
Financial Statements”) of the Company and
its subsidiaries (collectively known as the
“Group”) for the six months ended 30 June
2010 (the “period”) have been prepared in
accordance with Hong Kong Accounting
Standard (“HKAS”) 34 “Interim Financial
Reporting” issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”)
and the applicable disclosure requirements
of Appendix 16 of the Rules Governing the
Listing of Securities on the Stock Exchange.

The Interim Condensed Financial Statements
do not include all the information and
disclosures required in the annual
financial statements, and should be read
in conjunction with the audited financial
information of the Company for the year
ended 31 December 2009 (the “2009 Annual
Financial Statements”).

EREE
FEAEERBRAF(ARAF])
REASHSIMRIAEREER
NA e RATIRDNREBHERZS
FraBR AR ([H2ZAT ) ER L ©

ARRREMBAR(EEI AL

BDEE-Z-ZFA=TAHL
ANMEATHR DR EEZEALER
Aﬁ?fﬁiﬁ%((?ﬁﬂﬂqﬂﬁﬁﬁﬁ%i&i’@)
)H;zﬁ” it o ([HFEGs
/‘AJ)ﬁWﬁE’J%r’é SHERIN &
BastaERI ) E345R[ B B R
E IR PES LR B E16
EERRERERS -

AR B SRR AR BIENERNF
EMBHREANERZ IBEER K
BOEEARAFRHEE-_ZTTNF
T A=+ —BIEFEZEEZNY
BER(ZZZNFEMB®RE])
—OFRIE -
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Notes to the Interim Condensed
Financial Statements
fEBA AR B B A SR R BT =E

2. SIGNIFICANT ACCOUNTING 2. =EgBER

POLICIES

The HKICPA has issued a number of new
and revised Hong Kong Financial Reporting
Standards (“HKFRSs” which term collectively
includes individual HKFRSs, HKASs
and Interpretations) that are effective for
accounting periods beginning on or after 1
January 2010. The Group has applied for
the first time the following new and revised
HKFRSs which are relevant to and effective
for Group’s financial statements for the annual
financial period beginning on 1 January 2010:

HKFRSs Improvements to HKFRSs
(Amendments) 2009

HKFRS 3 (Revised)  Business Combinations

HKAS 27 (Revised)  Consolidated and Separate
Financial Statements

Other than as noted below, the adoption
of these new and revised HKFRSs did not
change the Group’s accounting policies
as followed in the preparation of the 2009
Annual Financial Statements.

HKFRS 3 (Revised) — Business
Combinations

The revised standard (HKFRS 3R)
introduced major changes to the accounting
requirements for business combinations. It
retains the major features of the purchase
method of accounting, now referred to as
the acquisition method. The most significant
changes in HKFRS 3R that had an impact
on the Group’s acquisitions in 2010 are as
follows:

e Acquisition-related costs of the
combination are recorded as an expense
in the income statement. Previously,
these costs would have been accounted
for as part of the cost of the acquisition.

BEERARLAR —ZT—ZFPHRE

SEGARAS D RBZIEMAT X
e BB BREEN (&Y
BsRE R SR ERIE B H
SR BR G RRE) - &
SRR T -TF-A—HA=KZ
BFIIA < BRTEIR AR - AEED
BRI A TH R R BB
B R ZEERT AR EE
ARAEER -_T—TF—A—H
FRt6 2 F I HAR 2 B IS ek

EBHBHREER *?fhﬁﬁ%ﬁﬂ%

(fgz]) BEEMZFR
Eﬁz%
ERVGHEE EHAH
EderACES)
BB EFER A MBS RE

Eo7% (1520)

BT SGERRESD - IR E R )
IS A B B 7 i 5 B £ B
*Eﬂf%%%;ggﬂiﬁéﬂﬁ%iﬁi‘%z
ED+E&

BB BHELEREIR (E
%) — EBE

e R (BB S IMELERF
35 (E2k)) 5| AR A H ARk 2
BETREERED - ZFEFTRE

BEZEHREBZ TN BE
WiEE - BB B IS ERNFEI5%
(BER)HEAKBR _T—FTFZ
Wiz SEERFHMT

o Atz ARBBRARKER
AR o ERAR SR RIE
RE B AN -
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Notes to the Interim Condensed

Financial Statements
257 BA A HA B 7 R R B

e The assets acquired and liabilities
assumed are generally measured at
their acquisition-date fair values unless
HKFRS 3R provides an exception and
provides specific measurement rules.

e Any contingent consideration is
measured at fair value at the acquisition
date. If the contingent consideration
arrangement gives rise to a financial
liability, any subsequent changes are
generally recognised in profit or loss.
Previously, contingent consideration was
recognised at the acquisition date only if
its payment was probable.

HKFRS 3R has been applied prospectively
to business combinations for which the
acquisition date is on or after 1 January
2010. Business combinations for which the
acquisition date is before 1 January 2010
have not been restated.

HKAS 27 (Revised) — Consolidated
and Separate Financial Statements
The adoption of HKFRS 3R required that the
revised HKAS 27 (HKAS 27R) is adopted
at the same time. HKAS 27R introduced
changes to the accounting requirements for
transactions with non-controlling (formerly
called ‘minority’) interests and the loss of
control of a subsidiary. Similar to HKFRS 3R,
HKAS 27R has been applied since 1 January
2010. The adoption of HKAS 27R did not
have an impact in the Interim Condensed
Financial Statements.

o BIFFBMBMEERNEIN
(EBOREPIINRISETER
A Pz EERFIEEZ
BE-RIZARKBRBZA

SoftiEtE -

o HARERYBREBLRAR
FHE o WERARER I EE
BAE  ERERESH KRR
BERER - MEAHELET A2
NEERT - TR B R
REARAE -

BB BREERNEIR(EBERE
AREEESRR T —FF——
ARZ&RZEBAD - LEFZ
FIRERH AT -2F—A—H
ZRIZ EBEG

HEGHERIE275 (B2 —
FERB UM RE

REBMIEREENFEIR (&0
REARB RN EER BB G
FRFE27HR (FE G AERIE275%
(B2)) - BR G ERF275E (&
20BN EIFEAR (BT DBUEER 1
R 5 Rk TR HE QRS
ARz ST RIEEE) - MEEY
B3RS EREIR(EBOBE - B8
ERPERIETHR(EX) FE N —F
—TFE—-A—HHKER - BT
REFHERIE 275 (520 WA RS
PR IR B E -
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Notes to the Interim Condensed
Financial Statements
fEBA AR B B A SR R BT =E

SEGMENT INFORMATION 3. HEEFR
The Group has adopted HKFRS 8 Operating AEEER_ZEZNF-—A—Hie
Segments with effect from 1 January 2009. RNE B SIS ERFE8EE D

HKFRS 8 requires operating segments to
be identified on the basis of internal reports
about components of the Group that are
regularly reviewed by the executive directors
in order to allocate resources to the segment
and to assess its performance.

The identification of the Group’s reportable
segments under HKFRS 8 is consistent
with the prior years’ presentation of
business segments under HKAS 14
Segment Reporting. Information reported
to the executive directors for the purposes
of resource allocation and assessment
of performance is focused on two main
operations as follows:

e Department store and supermarkets
chain operation

e Wholesale of consumables and finished
goods

All sales or other transaction between the
business segments have been eliminated
upon consolidation.

No segment is presented as the revenue,
net profit and total assets of the wholesale of

BB o BB IMELRESIEEFIA
FEBNTERELH D EEERD
Bl FHEERIR EFTEHEM A
BB 5 AP 2 AR IS 1E R EEE
BN 2 B

REBERBEBU RS RN FE8R
ﬁEmZﬂK%I#ﬁ%ﬁﬁB)ﬁﬁiﬂfﬁﬁ
BEBGFERE 145D HBRE
Sz D2 - Eﬁéﬁﬁm@ﬂ&
RBFFEMARTEEREZEH
ATNIIMAEF SER

. HA B RBR TS E

o HESBEMEKS

BEREBAHMZET R HEMR
ZERAHIREREH -

MR E SRR R R Z WA
TR EEERRAEEBKA - 2

consumables and finished goods are below EmA R EEEZ10% - B E 25
10% of the total revenue, total net profit and por i
total assets of the Group.

HEZRERAT —T—ZFPHRE 25



Notes to the Interim Condensed
Financial Statements

P8 BA R S A A R AR B

4. REVENUE AND OTHER
OPERATING INCOME
The Group is principally engaged in operation
and management of retail stores. Revenue,
which is also the Group’s turnover, represents
invoiced value of goods sold, net of value
added tax (“VAT”), after allowances for returns
and discounts; and the value of services
rendered. Revenue and other operating
income recognised during the period are as
follows:

WA R B Atb A& WA

FEBTEBEGARERERTE
JE o WA (TRENAR S B R 5D 48
EERNERENREER([EE
B ARGRE RAITAER - Wk
FREBEIRISEEE - HIRRER NI
= R EAEERALT

Six months ended 30 June
BZEASA=THLENEA
2010 2009

—E-ZF —ZETNF
RMB’000 RMB’000
AR%TR ARETT
(Unaudited) (Unaudited)
(RRERK) (REEZ)

Revenue - Turnover WA —&£5

Sales of goods HEEm

Commission from
concessionaire sales

Rental income from sub-leasing %378 J& 44 3£ &Y

of shop premises AL ON

Wholesale of consumables and 5 %5 K Ak it 3

finished goods

EEHERSAS

356,297 362,518

40,378 35,672

19,241 14,883

1,023 4,961

416,939 407,934

Other operating income Hihgg A

Interest income FLEUA

Government grants BT AL

Administration and REHERH
management fee income THREEEBUA
from suppliers

Others Htt

1,828
774

25,198

11,573

39,373 30,761
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Notes to the Interim Condensed ” 't
Financial Statements

P B R S A A R AR B

5. PROFIT BEFORE INCOME TAX 5. RRFrSHiAI&RF

Six months ended 30 June
BEXA=1THLXEA
2010 2009
—E-BF —EThEF
RMB’000 RMB’000
AR¥TT ARETT
(Unaudited) (Unaudited)
(REER) (REEER)

Profit before income tax is FR TS A5 A1 g A
arrived at after charging: EBRATIER -

Exchange loss I& 5 518

Depreciation of property, WE - BERREITE

plant and equipment
Loss on disposal of property,  HEWE - HiE Kk
plant and equipment BEEE
Operating lease rentals in T REFH
respect of land and buildings ~ &iEHEHES
Obsolete inventories written-off  HfislEEF S
Staff costs, including directors’ BIKZA @ BIEES

emoluments [k

— salaries and other benefits —&e REAMER

— contributions to pension —RREEEIHR
scheme

EEREERERAT —T-ZTFHHPRE 27



Notes to the Interim Condensed
Financial Statements

P& BA R S A A R AR B

6. INCOME TAX EXPENSE

6. FIfEPBiMx

Six months ended 30 June
BEXA=1THLXEA
2010 2009
—B-EF —TENF
RMB’000 RMB’000
AR®TT ARETT
(Unaudited) (Unaudited)
(REER) (REEER)

Current tax BNEATR IR
Enterprise income tax SR
— current year —KREFE

Deferred tax IRIERIR

(360)

The Group is not subject to any taxation
under the jurisdiction of the Cayman Islands
and Biritish Virgin Islands during the period (six
months ended 30 June 2009: Nil).

No provision for Hong Kong profits tax has
been made as the Group had no estimated
assessable profit in Hong Kong for the period
(six months ended 30 June 2009: Nil).

P A S = [ 5 B 1 £ ZR AR A AT
EREMNABRELHSRERERZ
BBR(BE-ZZAFA=THL
NER &) -

MR AERER AL EREEED
fEEHERBUEN - BT B F
BERIELREBE-ZTNFRA
=+ HIERNER ) -
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Notes to the Interim Condensed
Financial Statements
fE& BA AR B B A SR R BT &E

PRC enterprise income tax of a subsidiary
of the Company, Shenzhen Baijiahua
Department Stores Company Limited (“BJH
Department Stores”) which was established
in the PRC and which is situated in Shenzhen
(i.e. a Special Economic Zone), has been
provided at the preferential enterprise income
tax rate of 156% (except the branches not
located in Shenzhen) on the estimated
assessable profits during the year ended 31
December 2007. Pursuant to the new PRC
enterprise income tax law (“EIT law”) passed
by the Tenth National People’s Congress on
16 March 2007, the new enterprise income
tax rate for domestic and foreign enterprises
are unified at 25% effective from 1 January
2008. Pursuant to the EIT law Article 57
and Guofa [2007] No. 39, the new tax rates
of BJH Department Stores (including the
head office and the branches located in
Shenzhen) whose business registration has
been completed on or before 16 March 2007
and situated in the Shenzhen (i.e. a Special
Economic Zone) is eligible for grandfathering
treatments with a gradual increase in tax rate
from 15% to 25% over five-year period (i.e.
at 18% in 2008, 20% in 2009, 22% in 2010,
24% in 2011 and 25% in 2012).

Other subsidiaries of the Company established
in the PRC were subject to PRC enterprise
income tax at the rate of 25% for the period
under the income tax rules and regulations of
the PRC (six months ended 30 June 2009:
25%).

BEERARLAR —ZT—ZFPHRE

REE-_ZTTLF+-_A=+—H
IE+=@A - ARF— %F$IW
iﬂ _Lﬁ/\/ ﬂ”%@%liZW%
AITMEEEEEBRA TUE&
EHED)ZPBRCEMSHEIRR
HAEFHERTUE R LA15% 2 BE M
%%ﬁﬁzﬁﬁ%ﬁ MEND FERL
FIZ D REIBRIN o IRIBE @2
IAEﬁﬁﬁAwfgztE:ﬂ
TRBBBHFPRCEMSHE
([EFERE] - RERINEDR
KW EEMBHE—A25% - 8
ZEENF-A—HBER - BIE
1 EFTB A7 1§ K& B3 [2007]
E395 - PRI BERFE 2 BE
ERE(BREMRRIZ BRERR
ARANENR =TT LF=A+<H
KRR EER - BUREDIS
BEPE - AERIEIB R
BAMENAFHMB15%&E 51
ME25% (AR =—ZZNFH18% -
—ZTNFER20% —T—TFh
2%  ZE——F RB2UWKR-ZE
——FH25%) °

AR A E A AR BIRK L 2 M B A A
7N B E ZEAR R P B AT 1S BAR B &2
SERIR26% T R i Bl (bR S
BEEZZZZAFXA=ZTHLR
A 25%) -
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Notes to the Interim Condensed
Financial Statements

P& BA R S A A R AR B

7. DIVIDEND 7.
(@) Dividend attributable to the
period
The Board of Directors did not
recommend the payment of an interim
dividend for the period (six months
ended 30 June 2009: Nil).

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

’E

(@ HAEERE

ERTEBIRN AR
B(BE-ZZZAFRA=T
BEAEA &) -

(o) LfEEfBEFERAEREA
Bt ERCIRM ZRE

Six months ended 30 June
BEXA=1THLXEA
2010 2009
—E-BF —EThEF
RMB’000 RMB’000
AR¥TT ARETT
(Unaudited) (Unaudited)
(REER) (REEER)

Final dividend paid for HE-_ZZT)N\F
the year ended +=-—A=+—H
31 December 2008 IHFE
of approximately EIRTAREAAR S
RMB1.17 cents BT RR
per ordinary share PAREIATD
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8. EARNINGS PER SHARE

The calculation of basic earnings per share
is based on the profit attributable to the
Company’s equity holders for the period of
approximately RMB3,302,000 (six months
ended 30 June 2009: approximately
RMB8,499,000) and on the weighted average
number of approximately 1,037,500,002 (six
months ended 30 June 2009: approximately
1,087,500,000) ordinary shares in issue
during the period.

Diluted earnings per share for the period
ended 30 June 2009 and 2010 was not
presented because the impact of the exercise
of the share options was anti-dilutive.

CAPITAL EXPENDITURES
During the period, the Group incurred
capital expenditures of approximately
RMB36,150,000 (six months ended 30 June
2009: approximately RMB23,235,000) which
mainly related to the acquisitions of leasehold
improvements, plant and machinery and
motor vehicles.

BEERARLAR —ZT—ZFPHRE

BREF
BRERBFIZHAARRD RIS
B A FEAE 4 A R #3,302,000
T(BE-ZEZAF<A=1+AH
IERNEA - 8 A R 8,499,000
T0) REARE BT S BRI T
#491,087,500,002 % (B = ==&
TAFAA=ZTAHLEAEAR &
1,037,500,0000% ) 5t &

HRTTRBREEERBEXE
HUE2INEE_TTAR T~
TEANA-ZTHILEHENERE S
B8R o

N B

N AEEEEERARIHAR
#£36,150,000 L (B E ZZE TN F
NAZTHIEAREAR  HAREE
23,235,0007T) © F ZHBEEREY
¥R BRSNS RR -
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10. TRADE RECEIVABLES

32

All of the Group’s sales are on cash basis
except for certain bulk sale of merchandise to
corporate customers which are credit sales.
The credit terms offered to these customers
are generally for a period of one to three
months.

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

10. B B 5 R K
BETHEEESIFHIARER
HETIIRIIN - AEE A HES
PRSET - BTUSES ZEH
B—RAM—E={EA -

B E BERFKIRBE A HNERE D
o

ANl s At 31 December
2010 2009
R FF meceyikes
AVzl=ag =+~ A =+—H
RMB’000 RMB’000
ARET T ARBFT
(Unaudited) (Audited)
(RE&EZX) (Fe&%)

Within 30 days 308K
31-60 days 31260H
61-180 days 612180H
181 days—-365 days 181Z=365H
Over 1 year —FE

252 1,898
454 913
123 761

87 144
117 -

1,033 3,716
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11. CASH AND BANK BALANCES 1. BE RBITHERR

ANl e At 31 December

2009
RZZEThF
avzl=ag =+~ A =+—H
RMB’000 RMB’000
ARET T AREEFIT
(Unaudited (Audited)
(REBFEXR) (feE%)
Cash at banks and in hand RITNFERS 84,415 87,121
Bank deposits maturing within 75A & A A2 H gy
three months RITIFR 114,548 152,855
Cash and cash equivalents for IR&REXRNIEE K
the purpose of statement ReEEY
of cash flows 198,963 239,976
Bank deposits maturing over 7 =1 B LASMNEIEREY
three months RITIFR 50,000 30,638
248,963 270,614
12. TRADE PAYABLES 12. EE S RX
The aging analysis of the trade payables, BN E SRFIEHZH B RER D
based on invoice dates, is as follows: W
ANl e A 31 December
2010 2009
= s R TNF
avzl=ag= +— A =+—H
RMB’000 RMB’000
AR¥TT AREETIT
(Unaudited) (Audited)
(REBTEXR) (l&E%)
Within 30 days 30K 116,051 139,159
31-60 days 31E60H 22,375 27,105
61-180 days 61£2180H 11,689 9,632
181 days-365 days 181%365H 1,591 226

151,706 176,122

EEREERERAT —T-ZTFHHPRE 33



Notes to the Interim Condensed ” 't
Financial Statements W 2

57 B HA B A R R Bt =
13. SHARE CAPITAL 13. B2
At 30 June 2010 At 31 December 2009
HE-2-ZF HE-TTHE
NA=TRIEAER +ZRA=1+-HILEFE
Number of Number of
shares RMB’000 shares RMB'000
ROBE ARETR B8R ARSBTR
(000)  (Unaudited) (000)  (Audited)
(FR) (REER) (FlR)  (&38R)
Authorised : ETE
Ordinary shares of HK$ 0.01 each R EE0.01787T
At the beginning and end of VERR
the period/year H/E,/ R 10,000,000 10,000,000 97,099
Issued and fully paid : BETRER
Ordinary shares of HK$ 0.01 each SREE0.01ETHLER
At the beginning of
the period/year /59 1,037,500 1,087,500 10,125

Exercise of share option (Note ) BERRHETE (FitsH) = - -

At the end of the period/year H/ER 1,037,500 1,037,500 10,125

Note: FisE

()  Two share option holders exercised their () RHER WEBEBREREAN
share options for one ordinary share of FRRE0.46 T TIE HEEARAE A
HK$0.01 each during the period at the BEEFA— BB Tz LR
exercise price of HK$0.46 per share. % -

Details of movement in share capital for the HE-_TTNF+-A=+—H1t

year ended 31 December 2009 were set out FENBRAZHFEHNRA_ZTZTN

in the 2009 Annual Financial Statements. FEMBHRE
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140PERATING LEASE 14.K&EHERH
ARRANGEMENTS

(@) Group as lessee (a) AEBERAEEA
The total future minimum lease payments RN A Ty R F A
under non-cancellable operating leases HMEARRRENBLE=7
in respect of land and buildings payable 2 ERBENFATENT
to independent third parties are as
follows:

ANl s At 31 December

2010 2009
rR-2-25 LIk
A =ae s+ — A=+—H

RMB’000 RMB’000

AR¥TT AREFT

(Unaudited) (Audited)

(RBEX) (fEZ)

Within one year —FR 60,615 57,472
In the second to fifth years £ _FEFHE 234,701 236,627

After five years RFE 332,109 360,012

627,425 654,111
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36

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

Within one year —FR

In the second to fifth years ~$—FEERH4F

After five years hFiE

RIET ] Db RE TS
HEARARENARRES
S P o 2 A DA RSP g S A R
HEMZTHEERNERNE
BERARFITEEEEERRE
BRAREEEETE])RR
I EEEHEMEER AR
([FEEEE]HREREN
RABFELAT -

ANl e AL 31 December
2010 2009

RE-Z2-—FF gk yks

AAZ=+E pEeEREgs

RMB’000 RMB’000
AR%TR AREFT
(Unaudited) (Audited)
(REER) (&%)
16,882 16,708
64,861 64,962
71,542 79,504
153,285 161,174
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The Group leases a number of land and
buildings under operating leases. The
leases run for initial periods of five to
fifteen years, with an option to renew the
lease terms at the expiry date or at dates
as mutually agreed between the Group
and respective landlords. None of the
leases include contingent rentals.

Group as lessor

The Group sub-leases out a number
of land and buildings under operating
leases. One of the leases run for an initial
period of ten years and are cancellable
with three months’ notice. The rentals
on this lease are calculated based on a
percentage of the relevant sales of the
tenants pursuant to the rental agreement.
All other leases are cancellable with one
to two months’ notice.

EEEERRERAT —B-BERHRE

REBEREEEHEEERZE
T RET HEVIZ /R
E+RHE  WABEERLW A
FAREEEEFHETETHE
ZEHEEEY  HEYEE
FERAEE -

REBESHEA
REBERBBREEHEENEZE
THRET - Hh—IBEEEY]
FREPTF  BTAREH=E
HBAIR T ARGY - WA E
MAEETREEREATEP
HEEENA DR - A
HpHEr & —=mEA R
FNT& T LASES
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ISRELATED PARTY 15.BEALRE
TRANSACTIONS

In addition to those transactions and BRI RA AR BREA S SRR E A 3 0 7
balances detailed elsewhere in this Interim 2 RS REEERIN - AT AR E
Condensed Financial Statements, the ATHEITZRS -

following transactions were carried out with
related parties:

(a) Transactions with BJH Industrial (a) HEEEEXZRS

Six months ended 30 June
HESA=THILEAEAR

2009
S5l s
Notes RMB’000 RMB’000

(=3 AR¥TT ARBFT
(Unaudited) (Unaudited)
(REER) (REEZ)

Operating lease rentals BRTREFI

paid in respect of R EHERES

land and buildings (i) (6,744) (5,722)
Operating lease rentals BRI RIEFH

arrangement inrespect of R ETHE

land and buildings Hewh (i (2,756) (2,883)
Rental income arrangement &M A ZHE (i) 543
Utilities income arrangement 7K & B Ug A\ & HE (i) 320
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IGLELERE

) S %5 R = B =

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

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

Pursuant to a lease agreement
dated 28 April 2002 between 23
mHIEREXAR AR (“Zhong
Peng Zhan”) (as Iandlord) and BJH
Industrial (as tenant), BJH Industrial
leases store premises for a term
of 15 years commencing from 16
November 2002 and expiring on
15 November 2017 at a monthly
rent of approximately RMB481,000.
Pursuant to a supplemental lease
agreement dated 1 March 2004
between Zhong Peng Zhan and
BJH Industrial, Zhong Peng Zhan
has consented that BJH Industrial
can provide the store premises for
occupation by the Group. Zhong
Peng Zhan also consented that the
Group shall pay the rental under this
lease agreement directly to Zhong
Peng Zhan and BJH Industrial has
guaranteed the timely payment of
rentals to Zhong Peng Zhan by the
Group.

EEFEERAERAA —ZT-TFRHRE

(i)

L

HEET R AR G
e -

BEEEXERAMEPER
THEIF=TIEREER
TEERE UEEET
BMALEBERNYDE - K
SEB EXHENZED
FEERAEIMIEAEE
BEEXNESMX -

BRERNTHERERXS
BRAR(THsE] - R
¥X)EEEETEUER
MP)MEI BB A
ZHEMAZ+N\H/HE
EinE  AEEZXEE
EEmE - EHR TR
F-AZTE-_F+—A8
+AREBREZZT—L£F
+—A+HBER AHE
A AR 481,0007T 18
BhilsREREETEN
RIVAMR_ZTNE=
A—BrmxiEER=E
TERAEBEEERSE
RHUEBYEHAEERG
e RIERTEEAREE
EERPBERNEEE
MEE TS - maEE
BEDRBAEEERM
PhiERMAES -
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(i) BJH Industrial (as landlord) entered
into certain sub-lease arrangements
with an independent third party
(as tenant) to sub-lease part of the
retail stores which were rented by
the Group. BJH Industrial received
the rental income and utilities
income as disclosed above on
behalf of the Group. Pursuant to
a supplemental agreement dated
6 November 2006 between BJH
Industrial and the Group, BJH
Industrial confirmed that the Group
was entitled to the rental income
as landlord from the independent
third party commencing 1 March
2004. The rentals were determined
in accordance with the terms of
underlying agreements. Except
for the arrangement in respect of
Gongming Store, certain sub-lease
arrangements had ceased and the
Group became the landlord on 1
April 2007.

(b) During the six months ended 30 June

2010, the Group leased properties
from Mr. Zhuang Lu Kun and JH Real
Estate. The incurred operating lease
rental expenses were approximately
RMB104,000 (six months ended 30
June 2009: approximately RMB102,000)
and approximately RMB1,803,000
(six months ended 30 June 2009:
approximately RMB1,334,000)
respectively. The amounts were
determined in accordance with the terms
of the underlying agreements.

-\
L

@iy AEEEEER/ETN—
BN E=TIEREFE]
SETHMEZE - ADHE
BHALEBERNADTE
JE - BEFEEXERRAE
SEWER EXRERS
WA R RRRBUA « 18
BREERRENEEN
VBB -_ZTREF
T—ARBHBEIERE
BEEEXER  ~&H
BEA-ETMF=A—
BIAZEE &5 %% B
UE=ZFREESHEA -
& 75 1R 9% A0 B 19 = 16k
REE - BRABENR
HESN - BT HMLHEL
b MASER-ZEZL
FHA—BRA/EE -

(b) REE=—Z—ZTFA=+H
WEARER - AEBE RHREHE
EREERWERAWE - AT
EXKERNESAIDRIL
AARE104,000T (HE-Z
ThENAZTALANER :
AR EE102,0007T) R AR
#1,803,0007C (HLE=TT I,
FRA=ZTHILXMEA  HA
R#1,334,0007T) ° 2558
THIEEBR IR IGRETE
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(c) Compensation of key ) TEEEAEME
management personnel

Six months ended 30 June
BEXA=THIXEA
2010 2009
—E2-BF —TThEF
RMB’000 RMB’000
ARBTT ARETT
(Unaudited) (Unaudited)
(REER) (REE=ER)

Wages, salaries and ITE - Hek=E
allowances 1,293
Pension costs — defined RIRE A —
contribution retirement TEFHK
scheme RURETEI
(d) Amount due to a director d) BR—REERE
The amount was unsecured, interest free It AEEE - SR B REERE
and repayable on demand. SKEMS %58 -
16. SUBSEQUENT EVENTS 16. FEHEE1E
Saved as disclosed above, the Group did not BREXEBEN  KEER_T—
have any other significant subsequent events TENAZTHELEEITERE
taken place subsequent to 30 June 2010. HMEREERRSEHE -

17. APPROVAL OF THE INTERIM 17. #it /& HABTFE K
CONDENSED FINANCIAL

STATEMENTS
The Interim Condensed Financial Statements SRR B HRER T —TFN
was approved and authorised for issue by the A=tREEESIHERIFETE -

Board of Directors on 30 August 2010.

EEREERERAT —T-ZTFHHPRE 4
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DIRECTORS’ AND CHIEF
EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE
COMPANY OR ANY ASSOCIATED
CORPORATION

As at 30 June 2010, the interests or short
positions of the Directors and chief executives
in the shares, underlying shares or debentures
of the Company or any associated corporations
(within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”)) which (a) were
required notification to the Company and the
Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests or
short positions which any such Director and chief
executives is taken or deemed to have under such
provisions of the SFO); or which (b) were required
pursuant to Section 352 of the SFO to be entered
into the register maintained by the Company; or
which (c) were required, pursuant to Model Code
for Securities Transactions by Directors of Listed
Issuers (“Model Code”) contained in the Listing
Rules, to be notified to the Company and the
Stock Exchange were as follows:

EERBESTBRAEBRARATF
S E A EEN RS - 8
RO RESNERZRXR

RZZE-ZFXA=1TH EFkEs
TTIRA BRAR R R S AR RESEE GE
ERBFRBERI(TESFRAE K
I EXVED) 8t ~ FE R 17 KB 55
B BB () IRIBE F AR O EXVED
787 BRI G AN R R B2 P e 4
@R E (BREENEHEERRSTTHR
ABREES R AEEIE B IEORE
TESIR E R R SURR) ¢ H(b)iRIE
FH LB DI B 35216 B ALK R AR
FEELMANERIAR + H(c)RIE
EHRAFAE LT AREFETESR
FZHRAESTRI([FRAEFR D BEMEARD
AIRB R KRBT
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(A) Ordinary Shares of HK$0.01 each (A) ARQA T EREE0.0O1B T

of the Company R
Number of shares/
Underlying Shares Held Percentage
FisRe,/ EERAEE of Issued
Personal Family Total Shares
Name Capacity Interest Interest Interest HE BT
nE 5% BAER iR  BRAE ROEIM
Mr. Zhuang Lu Kun Beneficial Owner 617,757,500 67,500,000 685,257,500 66.05%
(“Mr. Zhuang’) ERBEEA (Note 1)
MRS Bengficial Owner (MizE1)
([§E%E4]) ERBAA 2,000,000 - - -
(Note 2)
(zE2)
Mr. Zhuang Pei Zhong Beneficial Owner 1,000,000 - - -
hmgsE EnBEAA (Note 3)
s
Mr. Gu Wei Ming Beneficial Owner 940,000 - - -
REAEE BRBEAA (Note 4)
G
Mr. Zhuang Xiao Xiong Beneficial Owner 75,000,000 - 75,000,000 7.23%
HERE BRBEAA 2,000,000 - - -
(Note 5)
(Btzrs)
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Notes:

(1)

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

Pursuant to the Share Option Scheme, Share
Option in relation to 2,000,000 Shares was
granted to Mr. Zhuang.

Pursuant to the Share Option Scheme, Share
Option in relation to 1,000,000 Shares was
granted to Mr. Zhuang Pei Zhong.

Pursuant to the Share Option Scheme, Share
Option in relation to 940,000 Shares was
granted to Mr. Gu Wei Ming.

Pursuant to the Share Option Scheme, Share
Option in relation to 2,000,000 Shares was
granted to Mr. Zhuang Xiao Xiong.

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

44

67,500,0008% f {n R FE R 2 &
(MERDFE - BRERAIL
AMEE  BUREES RIS
Bl - HEEREIERERBEN
R R A A o

RIRERET S - HEERRS
122,000,0008% A% 17 &9 B8 A 42 o

AR AR IE TR - dm AR
3% %1,000,000 % A% 17 &9 B A%
HE o

AR E TS - BEERAL AR
15254 5. 940,000 A% 17 B RE ALARE -

AR AR ST E] - /MBS
3% & 2,000,000 % A% 17 &9 B A%
HE o

EXRBENRBRRIENARRAR
BRI D ERE
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(B) Share Options (B) IEMRAE

The Company adopted a share option
scheme (the “Share Option Scheme”)
pursuant to a resolution of the sole
shareholder of the Company passed on
30 April 2007. The Share Option Scheme
complies with the requirements of the Listing
Rules. Certain share options have been
granted to the Directors, the employees and
the consultant of the Company under the
Share Option Scheme since its adoption and
up to 30 June 2010.

The remaining life of the scheme is around
7 years.

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

EEREERERAT —E-ZTFHHPHRE

RRFRBEARBME—FRR —F
THFMOA=ZTHBBZRER
Ry — a8 ([ Bt
&) - BRESETA ETRAZ
BE - BERMBIERT SR RE
ECT-EERA=THERILE &
TERECRTES  ARAER
N AR

SRl T FERORLSE -

BRARRERE  BIEEE &
FEE - BRBEREEE BT
LAHEN  AREEXZHERKRE
RAERRARS -
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@

BERRHEMESR

Outstanding Options

Details of outstanding options for the
underlying shares of the Company at the
beginning and end of the Period which
have been granted under the Share
Option Scheme are as follows:

Options to subscribe for Shares

() RITEBERE
REAR R AR - AR IR B AR T
BB S R AR BIERR D &Y
B ARITEERER BT

ABAE R (0.2 FEIR 1

Number of Options
BhEgE
Balance at Balance at
1 January 30 June
2010 Granted Eercised  Lapsed 2010 Exercise
ZE-8F  dwing  duing  duing —E-3F  priceper
Grantto Date of grant Exercise period -B-B theperiod theperiod theperiod AAZTA share
ARA RERE e &% BRREL  BAGR  BARN &8 SRORE
HKS
AT
Executive Directors
#iEs
Mr. ZhuangLuKun -~ 30 Apr 2007 21 November 2007 to 1,000,000 - - - 1,000,000 104
bl CERHERA=1A 20 November 2012
S =Y
“E-CFt-AZTA
8 August 2008 9 August 2008 o 1,000,000 - - - 1,000,000 046
2R/ ENANR 8 August 2013
2L/ EN\ANEE
ZZ-ZE0\A)\R
Mr. Zhang Pei Zhong 30 Apri 2007 21 November 2007 to 600,000 - - - 600,000 1.04
Ehars CEELEMAZTE 20 November 2012
S =Y
e
8 August 2008 9 August 2008 o 400,000 - - - 400,000 046
ZEZ)ENANE 8 August 2013
“EZ)\EN\ANEE
ZZ-Z50\A)\R
Mr. Gu Wei Ming 30 April 2007 21 November 2007 to 540,000 - - - 540,000 104
B EELERASTE 20November 2012
S =Y
e
8 August 2008 9 August 2008 o 400,000 - - - 400,000 046
2R/ ENANE 8 August 2013
“ZZ)\EN\ANEE
ZZ-ZE0\A)\R
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EaREMER
Number of Options
e
Balance at Balance at
1 January 30 June
2010 Granted Exercised  Lapsed 2010 Exercise
ZE-BE  dwing  duing  duing ZE-FF  priceper
Grant to Date of grant Exercise period -f-B theperiod theperiod theperiod AA=TA share
ERA RHRE i &% BARE  BAGR BN &% BRARE
HKS
o
Mr. Zhuang Xiao Xiong 30 Aprl 2007 21 November 2007 to 1,000,000 - - - 1,000,000 104
HERE “33tERAC1A 20 November 2012
:22&:“ R=t-RZ
“I-5t-A1H
8 August 2008 9 August 2008 o 1,000,000 - - - 1,000,000 046
22\ ENANR 8 August 2013
ZEL)\E)\ANEE
ZE-ZENANR
Employees of 30 Apri 2007 21 November 2007 to 18,760,000 - - - 13,760,000 104
the Group TEECEMASEE 20 November 2012
15EEE ERET-AoT-RAZ
“3-5+-A21A
8 August 2008 9 August 2008 o 5,660,000 - () (320000 5339998 046
Z2E\ENANA 8 August 2013
“EL)\E)\ANBE
ZE-ZENANE
Consultant 30 April 2007 21 November 2007 to 600,000 - - - 600,000 104
BR CERHERA=1A 20 November 2012
EREET-AoT-AZ
i Sl

25,960,000 - 2 (320000 25,639,998
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(ii)

{55 3
E/l:l

REMER

Valuation of Share Options
Options granted on 30 April 2007:

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

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

(ii)

BREEE
RZEZLFMA=+AEK
HH AR AR

RZZEZLF+—A=+—
BLEFEZFARLENE
BENAFEHNREARE
5,360,0007T * JhiRiE 15 —
HRMHAETERXET -
ATEMAEREERARE
RETTH MR E1.045 T
R ElATEE - o - 5
BENBARBEHTRE X
REBEFBREFENRE
41.11% » MEBRFFEE A
4.26% °

mAERER L BB AL
B IRR TR - SRR TR
OB LERERAE
BRI R ER L
MARNBEREEHEE
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Options granted on 8 August 2008:

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

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

No options were expired or forfeited
exercised pursuant to the Scheme
during the period.
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Other than those disclosed in note 15 to the
interim condensed financial statements (which
were approved by the independent non-executive
Directors and in the opinion of the Directors
were carried out on normal commercial terms
and in ordinary course of the Group’s business),
no contracts of significance in relation to the
Group’s business to which the Company, its
holding company, fellow subsidiaries or any
of its subsidiaries was a party and in which a
Director had a material interest, whether directly or
indirectly, subsisted at the end of the Period or at
any time during the Period. At no time during the
Period was the Company, its holding company,
fellow subsidiaries or any of its subsidiaries a party
of any arrangement to enable the Directors to
acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any
other body corporate.

Save as disclosed above, none of Directors, nor
their associates, had any other interests or short
positions in the shares, underlying shares and
debentures of the Company or any associated
corporations (within the meaning of Part XV of the
SFO) which (a) were required notification to the
Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which any such
Director or chief executive is taken or deemed to
have under such provisions of the SFO); or which (b)
were required pursuant to Section 352 of the SFO
to be entered into the register maintained by the
Company; or which (c) were required, pursuant
to the Model Code contained in the Listing Rules,
to be notified to the Company or the Stock
Exchange.
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SUBSTANTIAL SHAREHOLDERS’
INTERESTS

As at 30 June 2010, according to the register kept
by the Company pursuant to Section 336 of the
SFO, and so far as was known to any Director,
the following persons (other than the interests
of certain Directors disclosed under the section
headed “Directors’ and Chief Executives’ Interests
and Short Positions in Shares, Underlying Shares
and Debentures of the Company or any associated
Corporation” above), had an interest or short
position in the shares and underlying shares of the
Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and
3 of Part XV of the SFO:

FERRER

RZZ-ZFXA=+H  BRARQA
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Approximate
percentage of
Type of Personal Family shareholding
Name interest ~ Capacity Interest Interest Total RERL
i EZEE 50 AR Rk @zt )i
Mrs. Zhuang Personal  Beneficial owner 67,500,000 617,757,500 685,257,500 66.05%
BX EAME EREAA (Note 1)
(Fizt1)
2,000,000 - -
(Note 2)
(Fzt2)
Martin Currie (Holdings) Limited ~ Corporate  Interest of controlled 83,040,000 - 83,040,000 8.0%
(Note 3)(Fiz£3) AFER  corporation
RIBEEER
Martin Currie Investment Corporate  Beneficial owner 47,894,000 - 47,894,000 4.61%
Management Limited RAER EamBEA
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Notes:

(1)

617,757,500 Shares are held by Mr. Zhuang. Since
Mr. Zhuang is the spouse of Mrs. Zhuang, under
the SFO, Mrs. Zhuang is deemed to be interested in
the said Shares held by Mr. Zhuang.

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

Martin Currie Investment Management Ltd
and Martin Currie Inc, which are wholly owned
subsidiaries of Martin Currie (Holdings) Limited,
together hold 47,894,000 Shares and 35,146,000
Shares respectively. Martin Currie (Holdings) Limited
is deemed to have interest of 83,040,000 Shares
held by Martin Currie Investment Management
Limited and Martin Currie Inc.

Save as disclosed above, there was no other
person known to the Directors, other than the
Directors, who, as at 30 June 2010, had an
interest or a short position in the shares and
underlying shares of the Company which would
fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the
SFO.
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Martin Currie Investment Management
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(Holdings) Limited 2 & ¥ & 2 i B
A A 2Bl & A 47,894,000 B
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(Holdings) Ltd#4& & Martin Currie
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Martin Currie IncFT#%$83,040,000/% 4%
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DIVIDEND DISTRIBUTION
The directors do not recommend payment of an
interim dividend for the Period.

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

Neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the
Company’s listed securities during the Period.

SHARE OPTION SCHEME

The Company has a Share Option Scheme
(the “Scheme). The purpose of the Scheme
is to provide the Company with a means of
giving incentive to, rewarding, remunerating,
compensating and/or providing benefits to
the Directors, employees of and consultants,
professional and other advisers to the Group.

As at 30 June 2010, the number of shares in
respect of which options had been granted
under the Scheme adopted by the Company
and remained outstanding under the Scheme
was 25,639,998 shares (six months ended 30
June 2009: 25,960,000), representing 2.47% (six
months ended 30 June 2009: 2.5%) of the shares
of the Company in issue. For the six months
ended 30 June 2010, 320,000 share options had
lapsed as a result of certain employees leaving
employment during the period.
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CODE ON CORPORATE
GOVERNANCE PRACTICES

The Company has adopted the code provision
of the Code on Corporate Governance Practices
(the “Code”) set out in Appendix 14 to the Rules
(the “Listing Rules”) Governing the Listing of
Securities on the Stock Exchange. The Company
had complied with the provision of the Code
throughout the Period.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Board has adopted the Model Code for
Securities Transactions by Directors of Listed
Issuers (“Mode Code”) as set out in Appendix
10 to the Listing Rules as the Company’s own
code for securities transactions by its Directors.
Following specific detailed enquiries made with all
Directors, the Company confirms that all Directors
have fully complied with the required standards
set out in the Model Code during the six months
ended 30 June 2010.

REMUNERATION COMMITTEE

The Company has established a remuneration
committee on 30 April 2007. The remuneration
committee, which comprises the three
Independent Non-executive Directors and one
Executive Director, is responsible for reviewing and
determining the appropriate remuneration policies
of the Directors and senior management and
making recommendations to the Board from time
to time.
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NOMINATION COMMITTEE

The Company has established a nomination
committee on 30 April 2007. The nomination
committee, which comprises the three
Independent Non-executive Directors and
one Executive Director, is responsible for
determining the criteria for identifying candidates
suitably qualified, reviewing nominations for the
appointment of Directors to the Board and making
recommendations to the Board regarding any
proposed changes.

AUDIT COMMITTEE

The Company has established an audit committee
on 30 April 2007 in compliance with the Rule 3.21
of the Listing Rules. The audit committee, which
comprises the three Independent Non-executive
Directors, has reviewed the accounting principles
and practices adopted by the Company as well
as auditing, internal control and financial reporting
matters, including the review of the unaudited
interim results for the six months ended 30 June
2010. The financial statements of the Company
for the six months ended 30 June 2010 have been
reviewed and approved by the audit committee,
who are of the opinion that such statements
comply with the applicable accounting standards,
the Listing Rules and legal requirements, and that
adequate disclosures have been made.
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INTERIM REPORT

The 2010 Interim Report has been despatched
to shareholders and published on the Stock
Exchange’s website (www.hkex.com.hk) and the
Company’s website (www.szbjh.com).

On behalf of the Board
Jiahua Stores Holdings Limited

Zhuang Lu Kun
Chairman

Shenzhen, the PRC
30 August 2010

As at the date of this report,
the Board comprises:

Executive Directors:
Zhuang Lu Kun, Zhuang Pei Zhong,
Gu Wei Ming, Zhuang Xiao Xiong

Independent Non-executive Directors:
Chin Kam Cheung, Guo Zheng Lin, Ai Ji
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