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BUSINESS REVIEW
The Group is principally engaged in investment in listed
and unlisted companies in Hong Kong and overseas

market.

As at 31st December 2010,

portfolio covered companies in a wide range of

the Group’s investment

industries, which includes bank, investment holdings,

investment in securities, property investment and
management, manufacture and sales of accessories

for photographic, public transport, toys, sand mining,

health care and Chinese ginseng products, provision
of brokerage and financial services, gold and metals
mining, electricity generation, fabric processing services,
manufacture of high-end fur garments, hotel business
with gaming in Macau, healthcare system, development of

digital TV system platform and program database, etc.

The turnover of the Group for the current financial
year was approximately HK$393,000, representing a
decrease of 85.24% as compared to approximately
HK$2,663,000 in last financial year.

attributable to shareholders of the Group was

The net loss

approximately HK$48,048,000 when compared to a profit
of approximately HK$58,768,000 in last financial year.
The change from profit to loss position is mainly due to
increase in realised and unrealised loss on listed shares
caused by the financial tsunami.
As at 31st December 2010, the total assets of the
Group were HK$288,568,663 of which the non-current
portion and the current portion were HK$1,667,539 and
HK$286,901,124 respectively. The current liabilities of
the Group fell from HK$2,703,227 as at 31st December
2009 to HK$2,060,160 as at 31st December 2010 as the
Group had less accrued expenses outstanding. The net

assets of the Group as at 31st December 2010 were
HK$286,508,503,
when compared to HK$212,278,947 as at 31st December
2009.

representing an increase of 34.97%
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OUTLOOK

The global economic recovery is underway after the
occurrence of financial tsunami. However, major nations
are no longer working together as they did in the
financial tsunami. Led by their political motives, the world
is clearly divided into two camps — developed countries
represented by the United States continue the quantitative
easing policy in order to bring down the interest rates
to lower the burden of borrowers and stimulate inflation
with a hope to boost domestic consumption which
will eventually create employment; on the other side,
emerging countries represented by China have raised
their interest rates in order to curb inflation and tighten

the money supply.

US economy was hard hit by the financial tsunami
with unemployment rate reached 10% coupled with
shrinking domestic consumption and endless corporate
bankruptcies. Obama regime opted to choose the
quantitative easing policy to save the economy. The
quantitative easing policy may have some short-term
positive effects such as the unemployment rate has
slightly dropped to approximately 9.2%; corporate
earnings are higher than expected and manufacturing
sector is picking up with positive signs. However, the
question is whether these effects will sustain in future?
Besides, the drawbacks of excessive money supply begin
to appear. The hot money nearly drove up all the prices
across the board in the commodity market, stock market
and property market (in emerging markets). As a result,
food price in certain areas soared. As we all know, this is
a main reason for the political and social unrest in certain
Middle East countries and North Africa countries such as

Egypt and Lybia.
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OUTLOOK (continued)

Sooner or later, US economy will face the inflationary
pressure. For example, the oil has reached US$100 per
barrel which caused consumers spend less on other
Unlike what the Fed claimed that

inflation could be curbed overnight, we believe that there

consumption goods.

is a risk that inflation in US may be out of control. In
the long-term spectrum, the excessive money supply may
create another bigger crisis if, for example, the Fed stops
the quantitative easing policy and US cannot find new
buyers to purchase its government bonds, interest rates
will rise sharply. This is sure not the picture that Obama
regime likes to envisage in view of the huge national
debts and municipal government debts, if he wants to
succeed in the president re-election in 2012. Technically
speaking, US government is bankrupt in a sense that
her debts are enormous that servicing the interest is a
big headache not to mention how to repay the debts. At
present, U.S. still use refinancing method to roll-over the
debts. Obviously, this will not reduce but increase the
debts. What happen if the limit of debts is exceeded and
no one wants to buy US government bonds anymore? In
the commercial market, there will be a debt re-structuring
or hair-cut. We do not know whether this will happen but
there is always such a possibility because the status and
thus the demand for US dollars as a settlement currency

is being challenged by Euros and the rising Yuan.

In conclusion, the recovery in US economy is not on a
solid ground and the worst is yet to come. We reiterate
our viewpoint that US bond market may be the last
bubble to burst and cause US economy to go into

recession again as interest rates will inevitably go up.

In China,

government is under pressure by the grievance of the

the situation is totally different. The central

general public especially the inflationary pressure and the

ever-lasting high property price.
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OUTLOOK (continued)

Therefore, central government advocates to increase the
wages of workers and lower the salary tax rate so that
people can have more disposal income to spend. This
will stimulate the domestic consumption and fill the
gap of shortfall in outputs. Besides, central government
plans to build massive public housing of 10 million flats
for the low income earners. The central government’s
determination is strengthened when “Jasmine revolution”
occurred. Social stability becomes the first priority in the
11th 5-year economic plan. Last year saw the interest
rate hikes and increase in the deposit reserve rate, the
purpose of which is to tighten the influx of abundant hot
money caused by the quantitative easing policy of US and
European countries. At the same time, these measures
are aimed to control and manage the expectation of
inflation in the domestic economy. We believe the
central government has adopted appropriate measures
and policies which enable the domestic economy and
corporations to continue a sustainable growth in the

foreseeable future.

Hong Kong is influenced by both US and China’s
policies. We are having good times as the US quantitative
easing policy provides relatively cheap and abundant
money supply that caused the lending rates stay at the
bottom persistently whereas the sustainable growth in
China economy benefits and increases the income and
earnings of local corporations. Though we start to feel
the inflationary pressure as prices of goods and services
go up, we foresee local economy will continue to benefit
from the sustainable growth in China which enables us
to bear the increase in interest rates which are underway.
We remain cautiously optimistic notwithstanding the
short-term fluctuations in the finance markets caused
by the devastating earthquake, tsunami and the

consequential radiation leaks in Japan recently.

The Board will continue to look for investment
opportunities which are in the interests of both the
shareholders and the Group as well as strengthen our

capital base when opportunity arises.
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DIVIDEND

The Board does not recommend the payment of a final
dividend for the current year (2009: NIL).

PLEDGE OF ASSETS

At the end of the reporting period, the Group’s
investments in financial assets designated as held for
trading with carrying value amounting to HK$271,904,424
(2009: HK$206,946,050) were pledged to brokers to

secure margin financing provided to the Group.

EMPLOYEES

As at 31st December 2010, the Group had 8 employees
with remuneration of approximately HK$2.92 million
(2009: HK$3.33 million) for the current year. The Group’s
emolument policies are formulated on the performance of
individual employee and will be reviewed regularly every

year.

APPRECIATION

On behalf of the Board, T would like to express our
appreciation to the management and staff members for
their continued dedication and contribution. T would like
to express our gratitude to our shareholders for their
support to the Group.

For and on behalf of the Board
CHUNG Yuk Lun

Chairman

Hong Kong, 25th March 2011
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EXECUTIVE DIRECTORS

Mr. CHUNG Yuk Lun, aged 50, Chairman of the
Company, is a fellow member of The Association of
Chartered Certified Accountants, an associate member of
The Hong Kong Institute of Certified Public Accountants
and an Associate Chartered Accountants (England and
Wales). Mr. Chung has over 20 year’s experience in
finance and project investment. He is currently the
executive director of Ming Fung Jewellery Group Limited
and the independent non-executive director of Heritage
International Holdings Limited, Forefront Group Limited
and Dragonite International Limited, all of which are
companies listed on the Stock Exchange of Hong Kong
Limited.

Mr. SHIMAZAKI Koji, aged 41, holds a Bachelor of
Science degree in Engineering and a Master degree in
Electronic Engineering from Kanagawa University in
Yokohama, Japan. He has over 10 years of experience
in web developing and programming, production and

quality control engineering.

Mr. LIU On Bong, Peter, aged 61, is currently group
strategy adviser of AMG Financial Group. Mr. Liu holds a
Bachelor of Social Science from University of Hong Kong,
and is a member of International Registered Financial
Practitioner and a certified Management Consultant.
Mr. Liu has a wealth of knowledge on corporate and
strategic planning and is also well-versed in management,
transformation and marketing of consumer products and
services. He has over 25 years of working experience in
various multinational corporations, some of them were in
Fortune 500. In public services, he has been the founding
chairman of Hong Kong Auxiliary Police Association
and is also an honorary superintendent of Hong Kong

Auxiliary Police Force.

Ms.
College London with a bachelor degree in Physiology

CHOI Ka Nam, aged 25, graduated from King’s

and Pharmacology in 2009. She joined the Company as
assistant director on 25th August 2009.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. KAN Kwok Shu, Albert, aged 53, holds a Bachelor
degree in Commerce from the University of Calgary,
Canada. Mr. Kan held various senior positions in leading
fund management companies such as Jardine Fleming
Investment Management Limited, Euro Pacific Advisers
Limited and Thornton Management (Asia) Limited. Mr.
Kan has over 20 years of investment experience in
the Asia-Pacific region, in particular the Greater China
Market.

Mr. WONG Wai Man, Raymond, aged 46, holds a
Professional Diploma in Accountancy from the Hong
Kong Polytechnic University. He is an associate
member of the Hong Kong Institute of Certified Public
Accountants. He has over 15 years experience in finance

and accounting.

Mr. LUM Pak Sum, aged 49, holds a master degree in
business administration from the University of Warwick,
UK and a LLB (Honor) degree from the University of
Wolverhampton, UK. He is currently a fellow member of
the Hong Kong Institute of Certified Public Accountants
and the Association of Chartered Certified Accountants,
United Kingdom. Mr. Lum has over 20 years’ experience
in the financial field, the money market and capital
market. Mr. Lum was an independent non-executive
director of Grand Field Group Holdings Limited for
the period from July 2004 to May 2008, China Star Film
Group Limited for the period from September 2005 to
December 2008 and Heng Xin China Holdings Limited for
the period from June 2007 to November 2008. Currently,
he is an independent non-executive director of Waytung
Global Group Limited, Energy International Investments
Holdings Limited, Bestway International Holdings Limited,
Asia Resources Holdings Limited and Karce International
Holdings Company Limited. These companies are listed

on The Stock Exchange of Hong Kong Limited.
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CORPORATE GOVERNANCE PRACTICES

The Company has complied with the Code on Corporate
Governance Practices (the “Code”) as set out in Appendix
14 of the Listing Rules throughout the current year,
with deviation from code provision A.4.1 of the Code in
respect of the service term and rotation of Directors (as
disclosed below).

Model Code

The Company had adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code™), Appendix 10 of the Listing Rules, as the required
standard for the Directors of the Company to trade
the securities of the Company. Upon enquiry by the
Company, all Directors of the Company have confirmed
that they have complied with the required standards set
out in the Model Code throughout the current year.

The Board

Composition and appointment

As at 31st December 2010, the Board of the Company
comprises Mr. Chung Yuk Lun (Chairman), Mr. Shimazaki
Koji (Chief Executive Officer) and Mr. Liu On Bong, Peter
as the Executive Directors, and Mr. Kan Kwok Shu, Albert,
Mr. Wong Wai Man, Raymond and Mr. Lum Pak Sum as
the Independent Non-Executive Directors. Pursuant to the
Listing Rules, each Independent Non-Executive Director
gives an annual confirmation of his independence to the
Company.

None of the existing Non-Executive Directors of the
Company is appointed for a specific term, which
constitutes a deviation from the code provision A.4.1
of the Code. However, one-third of the Directors of the
Company (both executive and non-executive) are subject
to retirement by rotation at each annual general meeting
under the Articles of Association of the Company. As
such, the Company considers that sufficient measures
have been taken to ensure that the Company’s corporate
governance practices are in line to those of the Code.

The Company has complied with Rules 3.10 (1) and
(2) of the Listing Rules, one of the independent non-
executive Directors possess the requisite appropriate
professional qualifications. The Board confirmed that the
independence and eligibility of the Independent Non-
Executive Directors are in compliance with the relevant
requirements of the Listing Rules.
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The Board has effectively overseen and monitored the
business activities, operational and financial performance
of the Company, ensured a proper internal control system
is in place to enable risks to be assessed and managed
and the decisions were made in the best interests of the
Company. The Board holds meetings from time to time
whenever necessary. Sufficient notice of Board meetings
is given to Directors. The Company Secretary records
and maintains the minutes of the Board meetings for
inspection by Directors. During the financial year ended
31st December 2010, the Board convened a total of 18
meetings, performing its duties in considering, inter alia,
placing of the Company’s shares, rights issue, capital
reorganisation of the Company and financial and other
matters pursuant to the provisions of the Articles of
Association of the Company. Real-time teleconference
system was adopted at each meeting to increase the
attendance rate. The attendance rate of Executive
Directors was 100%.

Statistics of Directors’ attendance at the Board meetings
during the year ended 31st December 2010 was as
follows:

Name of Director Attendance Title
HBELY S Wk 1
Chung Yuk Lun 18/18 Chairman, Executive Director
] ER-BATES
Shimazaki Koji 18/18 Chief Executive Officer,
IS IRy 5S¢ ) _ Executive Director
THRH - T HE S
Liu On Bong, Peter 18/18 Managing Director,
B Executive Director
HERH PATESF
Kan Kwok Shu, Albert 5/18 Independent Non-Executive Director
A7 124 A WL JF AT E S
Wong Wai Man, Raymond 6/18 Independent Non-Executive Director
AR 3L B R PATE S
Lum Pak Sum (appointed 4/18 Independent Non-Executive Director
on 27th May 2010) B F AT E S
MM AR (Y =% — &4
A=+ EHERE)
Chan Sze Hung (ceased to act 2/18 Independent Non-Executive Director

on 27th May 2010)
BRALES O —F— iﬁ@
A H L H A& IR

Mat s BERML LR = —F L AERES
HarE S

B EATES

Note:

Ms. Choi Ka Nam was appointed as an Executive Director on 7th

January 2011.
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Every Board member has full access to the advice and
services of the company secretary with a view to ensuring
that Board procedures, and all applicable rules and
regulations are followed and they are also entitled to
have full access to Board papers and related materials so
that they are able to make an informed decision and to
discharge their duties and responsibilities.

Chairman and chief executive officer

The office of chairman and chief executive officer of the
Company has been segregated by different individuals,
namely Mr. Chung Yuk Lun, the Chairman, and Mr.
Shimazaki Koji, the Chief Executive Officer, since
February 2006 and, hence, the Company has complied
with A.4.2 of the Code. Mr. Chung and Mr. Shimazaki are
not related to each other in financial, business or family
aspects.

ACCOUNTABILITY AND AUDIT

Financial Reporting

The management provides such explanation and
information to the Board and reports regularly to
the Board on financial position and prospects of the
business of the Company so as to enable the Board to
make an informed assessment of the financial and other
information put before the Board for approval.

The Directors acknowledge their responsibilities for
preparing the financial statements of the Group. The
Directors’ responsibilities in the preparation of the
financial statements and the auditors’ responsibilities are
set out in the Report of the Auditors. The responsibility of
the external auditors is to form an independent opinion,
based on their audit, on those consolidated financial
statements prepared by the Board and to report their
opinion to the shareholders of the Company. A statement
by auditors about their reporting responsibility is set out
in the Report of the Auditors.

INTERNAL CONTROL AND RISK
MANAGEMENT

The Board is responsible for the Company’s internal
control system and risk management procedures and for
reviewing the effectiveness of the Company’s internal
control. The Board has conducted a review of, and is
satisfied with the effectiveness of the system of internal
controls of the Group.
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The Group is committed to the identification, monitoring
and management of risks associated with its business
activities. The Group’s internal control system is designed
to provide reasonable assurance against material
misstatement or loss and to manage and eliminate
risks of failure in operational systems and fulfillment
of business objective. The system includes a defined
management structure with segregation of duties and a
cash management system such as monthly reconciliation
of bank accounts.

The Board reviews the effectiveness of the Group’s
material internal controls and is of the opinion that the
resources for and qualifications of staff of the Company’s
accounting and financial reporting function are adequate
and sufficient. Based on information furnished to it and
on its own observations, the Board is satisfied with
present internal controls of the Group.

REMUNERATION COMMITTEE

The Company has a remuneration committee for
determining the remuneration of Directors. The members
of the remuneration committee are: Mr. Chung Yuk Lun,
Mr. Wong Wai Man, Raymond and Mr. Lum Pak Sum.
During the financial year ended 31st December 2010, the
committee held 1 meeting to discuss remuneration related
matters. The attendance of each member is as follows:—

Name of member Attendance Title
B 2 S Wk
Chung Yuk Lun 1/1 Executive Director
HE B YATES
Wong Wai Man, Raymond 1/1 Independent Non-Executive Director
AR B EHATES
Lum Pak Sum 0/1 Independent Non-Executive Director
(appointed on 27th May 2010) WAL AT
MR (R T — 4
HH L HEZRME)
Chan Sze Hung 1/1 Independent Non-Executive Director

(ceased to act on 27th May 2010)
B (R =& —F4F
TH =+ B &)

B PATESR

13
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Mr. Chan Sze Hung was the chairman of the remuneration
committee, and he ceased to act on 27th May 2010. Mr.
Lum Pak Sum was appointed in place of Mr. Chan Sze
Hung with effect from 27th May 2010. The remuneration
committee is responsible for the following functions:
determining the policy for remuneration of Directors and
senior management, assessing performance of Executive
Directors, as well as determining the emolument policy of

the Company.

AUDIT COMMITTEE

The audit committee, currently comprising three
Independent Non-Executive Directors, has reviewed
the accounting principles and practices adopted by
the Group and has discussed the internal controls and
financial reporting matters of the Company with the
management of the Company. The audit committee has
also reviewed the annual results of the Group for the

current year.

During the year ended 31st December 2010, the audit
committee held 2 committee meetings. The attendance of

each of the members at such meetings is as follows:—

Name of member Attendance Title

B 2t S Tk

Kan Kwok Shu, Albert 1/2 Independent Non-Executive Director

7 1 e B PATES

Wong Wai Man, Raymond 2/2 Independent Non-Executive Director

B AE 3L B R ATE SR

Lum Pak Sum 1/2 Independent Non-Executive Director
(appointed on 27th May 2010) AL F AT E S

MAERR (R = F —F4F
TH -+t HEZE)

Chan Sze Hung 1/2 Independent Non-Executive Director
(ceased to act on 27th May 2010) B FATE S

RS (i —F —F 4
HH B A&ITR)

o

S
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Responsibilities of the audit committee include:

(D

2

3

€))

)

to be in charge of the appointment of external
auditors, auditing expenses and any matters
regarding the resignation or dismissal of the

external auditors;

to discuss with the external auditors on the nature
and scope of audit prior to the commencement of
the auditing procedures;

to review the interim and annual accounts;

to review and discuss with management the

internal control system; and

to review the Group’s financial and accounting

policies and practices.

The audit committee has reviewed the auditing

performance, the internal controls and the audited

financial statements of the Company for the year ended
31st December 2010.

Auditors’ Remuneration

For the year ended 31st December 2010, the auditors of

the Company have carried out the audit works amounted
to HK$185,000.
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The Directors submit their annual report and the audited
financial statements for the year ended 31st December
2010 (the “Year”).

PRINCIPAL ACTIVITIES
The Company acts as an investment holding company.
During the Year, the Group is engaged principally in the

investments in listed securities in Hong Kong.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31st
December 2010 are set out in the consolidated statement

of comprehensive income on page 28.

The Board does not recommend the payment of a
dividend.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements during the Year in the property,
plant and equipment of the Group is set out in note 15 to

the financial statements.

CAPITAL STRUCTURE AND SHARE CAPITAL
Details of the movements during the Year in the share
capital of the Company are set out in note 20 to the

financial statements.

RESERVES
Movements in the reserves of the Group and the
Company during the Year are set out in note 22 to the

financial statements.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES
During the Year, the Company did not purchase, sell or

redeem any of the Company’s own securities.
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DIRECTORS
The Directors of the Company during the Year and up to
the date of this report were:

Mr. CHUNG Yuk Lun, Chairman
Mr. SHIMAZAKI Koji, Chief Executive Officer
Mr. LIU On Bong, Peter, Managing Director
Ms. CHOI Ka Nam
(appointed on 7th January 2011)
Mr. KAN Kwok Shu, Albert”
Mr. WONG Wai Man, Raymond”
Mr. LUM Pak Sum”™

# Independent Non-Executive Directors

According to article 88(1) of the Company’s articles of
association, Mr. Liu On Bong, Peter, Mr. Kan Kwok Shu,
Albert, Mr. Wong Wai Man, Raymond and Ms. Choi Ka
Nam will retire and, being eligible, offer themselves for
re-election as Directors at the Annual General Meeting.

SUBSTANTIAL SHAREHOLDERS' AND

OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS

As at 31st December 2010, the following persons (other
than the directors or chief executive of the Company) had
interest or short positions in the shares and underlying
shares of the Company as recorded in the register
required to be kept by the Company pursuant to Section
336 of the Securities and Futures Ordinance (“SFO”):

B A Hr

Number of

ordinary
Bt 3 4 7§ Name of Shareholder shares Percentage
il fie i Au Wai June 83,214,378 5.81%

PRl g ES N - FET A
= B AR Sl R A A A A
£ (R Rl AT BUR R BR D) A A2
A R4 s R S BRI 28 336 B E A B 2
B O M I T Bk 2 AR 28 ] B Ay S A B e 3
Z M g BURA o

Save as disclosed above, the Company had not been
notified by any other person (other than the directors or
chief executive of the Company) who had an interest or a
short position in the shares and underlying shares of the
Company as recorded in the register required to be kept
by the Company pursuant to Section 336 of the SFO as at
31st December 2010.
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DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Company’s
business to which the Company or its subsidiaries was
a party and in which a Director of the Company had a
material interest, whether directly or indirectly, subsisted

at the end of the Year or at any time during the Year.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS
As at 31st December 2010,

executive of the Company and their associates had the

the Directors and the chief

following interests and short positions in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of
the SFO) as recorded in the register required to be kept
under Section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of
Listed Companies (“Model Code”):

iigilis g
i8N\ HE g2

Number of ordinary shares

W Directors Personal interests
5 F W CHUNG Yuk Lun 15,700,000
g U5 5% ] SHIMAZAKI Koji 11,700,000
B 4 FR LIU On Bong, Peter 11,700,000

B b SCHr 3R & 4> MR A W R AT
Iﬁl?‘?%ﬂaiﬁﬁ%Z BN LR AL A AT
7 F B 125 P (7 28 Bt o MW B R 1] 2B XV
i) Z{fﬁﬂxﬁj\ BRI 03 BB o7 > B
MR RS I S B 5 352 ML e A L 2 8
RO T RE B o IR R A T S IR g AR
] B Wk A8 i 2 M i BUOR AT

T

the

chief executive of the Company or their associates had

Saved as disclosed above, none of the Directors,

any interests or short positions in any shares, underlying
shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of
the SFO) as recorded in the register required to be kept
under Section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the
Model Code.
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ARRANGEMENTS TO ACQUIRE SHARES OR
DEBENTURE

Apart from as disclosed under the heading “Share Option
Scheme” below, at no time during the Year was the
Company or its subsidiaries, a party to any arrangements
to enable the Directors of the Company to acquire
benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.
The Company did not grant any right to subscribe for the
shares in the Company to any Directors or chief executive
of the Company or their respective spouse or children

under the age of 18 during the Year.

SHARE OPTION SCHEME

Pursuant to a resolution passed by shareholders of the
Company on 7th February 2005, the Company adopted
a share option scheme (the “Share Option Scheme”), the
principal terms of which are set out in the circular of the
Company dated 12th January 2005.
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i o pE A (A7) SHARE OPTION SCHEME (continued)
R 5% I e M B 52 L 2 O IR R 1Y ARE 2k Details of options granted under the Share Option
h Scheme are summarised as follows:
Outstanding Granted Exercised Cancelled Lapsed  Outstanding Exercise
at during during during during at price
Date of grant Eligible person 01.01.2010 the year the year the year the year 31122010 Exercise period per share
RZF-%%
[ St 22 +2H
~H-H AL A A AR =t-H
AL FREBAL LESIT #il 76 it 8 3 WA A7HEA FRATHE

Category I: Directors of the Company

il VA £

07.04.2010 Chung Yuk Lun - 2,340,000 (2,340,000) - - - 07.04.2010-06.04.2012 HK$0.333
AR 0.3331 ¢
07.04.2010 Shimazaki Koji - 2,340,000 (2,340,000 - - - 07.04.2010-06.04.2012 HK$0.333
LT E 033318
07.04.2010 Liu On Pong, Peter - 2,340,000 (2,340,000) - - - (7.04.2010-06.04.2012 HK$0.333
B 03330 T
Category II: Others
B = Hd
07.04.2010 Continuous contract - 9,310,145 (9,310,145) - - - 07.04.2010-06.04.2012 HK$0.333
employees
FRAOER 03337
06.07.2010 Continuous contract - 2,500,000 (2,500,000) - - - 00.07.2010-05.07.2012 HK$0.1796
employees
FHRNER 0.1796% ¢
00.07.2010 Directors of - 12,500,000 (12,500,000 - - - 06.07.2010-05.07.2012 HK$0.1796
investee
companies
LSt iva £ 017961 T
00.07.2010 Employees of - 7,500,000 (7,500,000) - - - 06.07.2010-05.07.2012 HK$0.1796
securities broker
ERERZRR 017961 7T
06.07.2010 Employee of - 2,500,000 (2,500,000) - - - 00.07.2010-05.07.2012 HK$0.1796
[nvestment
Manager
fEER2BA 0.17967 7T

- 41330145 (41330,149)

Br bSO B 8 Ah » AAEFENG Bz~ 17fisk Save as disclosed above, no option was granted,
AR R o R > AR BE S B E exercised or cancelled during the Year. The Directors
A I M R (B 2 T A S A B O consider that it is not appropriate to state the value of the
B HAE B 2 B IHE(E(E - [tk > 3 share options granted during the Year on the ground that
N5 AR 415 22 T H T P R o 3 AT AT I I a number of variables which are crucial for the valuation
HEAT A (BTG R 5% - IR A T RE R ROR - of the option value cannot be reasonably determined.
Accordingly the Directors believe that any valuation of
the share options based on a great number of speculative
assumptions would not be meaningful and may be
misleading to the shareholders.
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PLEDGE OF ASSETS
Details of pledge of assets are set out in note 24 to the

financial statements.

RETIREMENT BENEFITS SCHEME
Details of the retirement benefits scheme are set out in

note 25 to the financial statements.

CONNECTED TRANSACTIONS
The following connected transactions occurred during the

Year.

1. Custodian Agreement

On 11th February 2002 Standard Chartered Bank
(the “Custodian”) entered into the custodian
agreement with the Company pursuant to which the
Custodian agreed to provide services to the Company
including the safe custody and physical settlement
of the securities in the investment portfolio of the
Company and its subsidiaries, and the collection of
dividends and other entitlements in respect of such
securities. The custodian agreement will continue in
force until terminated by either the Company or the
Custodian giving to the other not less than 90 days’
notice in writing expiring at any time. During the
Year, the Group did not pay to the Custodian (2009:
HK$1,170).

The Custodian is regarded as a connected person of
the Company for the purpose of the Listing Rules.
Accordingly, the custodian agreement constitutes a
continuing connected transaction for the Company

under the Listing Rules.

2. Investment Management Agreements
CU Investment Management Limited (“CUIM”) has
been appointed as the investment manager of
the Company since 3rd November 2003. CUIM is
regarded as a connected person of the Company
for the purpose of the Listing Rules. Accordingly,
the investment management agreement constitutes a

continuing connected transaction of the Company.
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CONNECTED TRANSACTIONS (continued)

2.

Investment Management Agreements (continued)
The investment management fee was HK$40,000
per month with effect from 1st January 2009. The
aggregate investment management fee paid/payable
to CUIM for the Year amounted to HK$480,000 (2009:
HK$480,000).

Brokerage Services and Margin Financing Facilities
Arrangement

On 2nd July 2009, Hennabun Capital Group Limited
(“Hennabun”) acquired the entire issued share capital
of CUIM. As a result of the said acquisition, Hennabun
and its subsidiaries became a connected person of
the Group. Chung Nam Securities Limited (“CNSL”)
is an indirect wholly-owned subsidiary of Hennabun
and has accordingly become a connected person of
the Group since 2nd July 2009. The Company and
its subsidiaries utilise the services of CNSL through
the opening of margin trading accounts and enter
into margin financing facilities arrangement with
CNSL to finance investments in accordance with the
investment objectives and policies of the Company.
For the Year, the Company has paid CNSL net margin
financing interest and brokerage fee of approximately
HK$209,615 and HK$1,578,745 respectively.
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Tenancy Agreement

The Group entered into a tenancy agreement with
Global Day Limited (“Global Day”) to lease the
existing office for a term of two years starting from
1st November 2009 at a monthly rent of HK$72,000.
The tenancy had been assigned by Global Day to
Wise Sky Limited (“Wise Sky”) on 18th March 2010,
which became the new landlord.

Global Day and Wise Sky are the indirectly wholly-
owned subsidiaries of Freeman Financial Corporation
Limited (“Freeman”), a listed company on the Stock
Exchange of Hong Kong. Freeman held over 50%
shares in Hennabun from 30th September 2009 to
22nd December 2010, so Freeman and its subsidiaries
are regards as a connected person of the Group for
the purpose of the Listing Rules during the abovesaid
period. On 28th June 2010, Wise Sky ceased to be
a wholly-owned subsidiary of Freeman, and thus
ceased to be a related party to the Group.

Detail of the tenancy agreement is set out in note 27
to the financial statements.

Confirmation from Auditors and Independent Non-
Executive Directors

The Company’s auditors and Independent Non-
Executive Directors have reviewed the continuing
connected transactions of the Company and its
subsidiaries for the Year, and confirm that:

a) the transactions entered into by the Group for
the Period were duly approved by the Board of

the Company;

b) the margin financing facility will bear interest at

the prevailing market rate;

¢) the service fee for the investment management
services is HK$40,000 per month;
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d) the brokerage commission is approximately
0.125% to 0.25% on the transacted amount; and

e) the aggregated amount of the continuing
connected transactions for the Period does not
exceed the maximum aggregate annual value of
HK$10 million and HK$45 million in respect of
financial services and margin financing facility
disclosed in the circular dated 2nd October 2009
made by the Company.

The Independent Non-Executive Directors further
confirm that:

a) the transactions were entered into by the Group
in the ordinary and usual course of its business
and are conducted in accordance with the terms
of the Financial Services Agreement;

b) the transactions were conducted into on normal
commercial terms and on arm’s length basis; and

¢) the transactions were entered on terms that are
fair and reasonable so far as the Company’s
shareholders and the Group are concerned.

PUBLIC FLOAT

Based on information that is publicly available to the
Company and within the knowledge of its Directors,
the Directors confirm that the Company has maintained
during the Year the amount of public float as required

under the Listing Rules.

AUDIT COMMITTEE
The audit committee, currently comprising three
Independent Non-Executive Directors, has reviewed
the accounting principles and practices adopted by
the Group and has discussed the internal controls and
financial reporting matters of the Company with the
management of the Company. The audit committee has
also reviewed the annual results of the Group for the

Year.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the

Company’s Articles of Association, or the laws of Cayman
Islands, although there are no restrictions against such
rights under the laws in the Cayman Islands.

AUDITORS
A resolution will be proposed at the forthcoming annual
general meeting to re-appoint Messrs. HLM & Co. as

auditors of the Company.

On behalf of the Board
CHUNG Yuk Lun

Chairman

Hong Kong, 25th March 2011

Annual Report 2010 4E$i ) 5



B 37 A BRI e

Independent Auditors’ Report

etk & =t AT
HLM & Co.
Certified Public Accountants
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2-12 Queen’s Road West, Hong Kong.
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Tel &7k (852) 3103 6980
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TO THE MEMBERS OF
RADFORD CAPITAL INVESTMENT LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
Radford Capital Investment Limited 248 & A< 4% & A BR/A 7
(the “Company”) and its subsidiaries (collectively referred
to as the “Group”) set out on pages 28 to 107, which
comprise the consolidated statement of financial position
as at 31st December 2010, and the consolidated statement
of comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash
flows for the year then ended, and a summary of
significant accounting policies and other explanatory
notes.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit
and to report our opinion solely to you, as a body, in
accordance with our agreed terms of engagement and
for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the
contents of this report. We conducted our audit in
accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply
with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material
misstatement.
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AUDITORS’ RESPONSIBILITY (continued)

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

statements.

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

opinion.

OPINION

In our opinion, the consolidated financial statements give
a true and fair view of the state of affairs of the Group
as at 31st December 2010 and of the Group’s loss and
cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards and have been
properly prepared in accordance with the disclosure

requirements of the Hong Kong Companies Ordinance.

HLM & Co.
Certified Public Accountants
Hong Kong, 25th March 2011
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Consolidated Statement of Comprehensive Income

BEF-RET H=1—HILHE For the year ended 31st December 2010

“E % “EENE
2010 2009
M it #T T
Notes HK$ HK$
i % Revenue (©) 392,662 2,662,780
HMEMEEAIFEREZ  Net realised (loss) gain on
MHEECEH (FEH) disposal of financial assets
Wi % 15 BH designated as held for trading (19,505,894) 79,440,722
eAs & AFEE E Net unrealised loss on financial
Vo5 R E O B B M 1R A assets designated as held for
trading (21,849,356) (14,329,885)
oA 7 YR A Other operating income ) 1,121,588 =
H I 2 F s 1R Loss on disposal of a subsidiary (26) = (2,220,325)
A7 B At 75 4 B 52 Administrative and other
operating expenses (7,997,108) (6,621,765)
8 () &l (Loss) Profit from operations (47,838,108) 58,931,527
BB 22 Finance costs ) (209,615) (163,206)
FrBiET (H18) i A (Loss) Profit before taxation (48,047,723) 58,768,321
ol TH Taxation (12) - _
R MEAL N (548 Wi ) (Loss) Profit for the year
attributable to shareholders (8) (48,047,723) 58,768,321
A 4 T R A Other comprehensive income - -
JBE R A A T (4R Total comprehensive (loss)
WA HE income attributable to
shareholders (48,047,723) 58,768,321
Ji S Dividend (13) - _
B (18 & F) (Loss) Earnings per share
FEA T Basic and diluted (14) (0.629) 2.376

S
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Consolidated Statement of Financial Position

R E—FAE+F T H=+—H At 31st December 2010

N, .

“EF4E “EEE
2010 2009
Notes HK$ HK$
I E E = Non-current asset
I ENY & ] Property, plant and equipment  (15) 1,667,539 1,823,423
) Current assets
A EBIFIEEEZ Financial assets designated
B & as held for trading (16) 273,404,424 208,446,050
JRE WSO I ~ 4 I Accounts receivable, deposit
AT R IA and prepayment (17 392,202 363,069
B & M SR AT 45 B Cash and bank balances (18) 13,104,498 4,349,632
286,901,124 | 213,158,751
i B=K Current liabilities
JRE A 3 TE B T 2 Creditors and accrued expenses (19) 2,060,160 2,703,227
TE & E Net current assets 284,840,964 210,455,524
EEFHE Net assets 286,508,503 212,278,947
A K et Capital and reserves
Jige A Share capital 20) 143,109,384 117,420,874
il i Reserves 22) 143,399,119 94,858,073
HE %5 44 %R Total equity 286,508,503 212,278,947

E28R107EH Tl A M B Im KD R —F
——AE=H T L H R e v PR
8> 0 | DA N B EAC R E

behalf by:

W 0 5% )
Shimazaki Koji
#HH

Director

Liu On Bong, Peter

BRI

#HH

Director

Annual Report 2010 4%

The consolidated financial statements on pages 28 to 107
were approved and authorised for issue by the Board

of Directors on 25th March 2011 and are signed on its
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Consolidated Statement of Changes in Equity

BEFE-FF L ZHA=T—HI4E For the year ended 31st December 2010

MHEER  EAKR
Bk RPEE  RERERG ik i Wi RiE# it
Share  Convertible Capital
Share Share option notes  redemption Accumulated
capital premium reserves reserves reserves losses Total
T L T T Wt W T
HK$ HK$ HKS HK$ HK$ HK$ HK$
REZZFNF-H—H At Ist January 2009 51,650,729 482,671,404 = 846,108 168,800 (463,839,978) 71,497,003
SRR R R TR Issue of shares upon conversion
of convertible notes 30,000,000 15,000,000 - (846,108) = - 44153892
FREERTRIUREHRE  Issue of shares by placing
for cash 35,770,145 3,240,000 - - - - 39,010,145
BT L Shares issue expenses - (1,150474) = = = - (1,150,474)
2HBAGE Total comprehensive income = - - - - 58708321  58,768321
REZZAEFZA=F—HR At 31st December 2009 and
“E-%%-A-H 1st January 2010 117,420,874 499,760,930 = = 168,800 (405,071,657) 212,278,947
i@Nilk Capital reduction (93,936,700) - - - - 93,936,700 -
TR A A Share option benefits = - 1,275,478 - - - 1,275,478
il Exercise of share options 4,133,015 7,070,402 (1,275,478) - - - 9,927,939
it Rights issue 110,468,757 - - - - - 110,468,757
BREERTROLIREIHE  Issue of shares by placing
for cash 5,023,438 - - - - - 5,023,438
BATM A Shares issue expenses - (4418333) = = = - (4418333
AHERAH Total comprehensive loss - - - - - (48/047,723)  (48,047,723)
RZF—ZHE+ZH=+—H At 31st December 2010 143,109,384 502,412,999 - - 168,800 (359,182,680) 286,508,503
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Consolidated Statement of Cash Flows

BEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

N, .

—FFF —EENE
2010 2009
M 7# #T T
Notes HK$ HK$
REWH Operating activities
FEN (E18) i A (Loss) Profit for the year (48,047,723) 58,768,321
KELLT 25 TH i % Adjustments for:
W2 ~ W B w4 B Depreciation for property,
plant and equipment 464,686 302,002
PR E BIFHEEEZ MBS E  Net unrealised loss on
JEE o 5 B e 18 1 A financial assets designated
as held for trading 21,849,356 14,329,885
HEHIEERFEREZ Net realised loss (gain) on
WM EEzCEBEE disposal of financial assets
(U4 ) V53R designated as held for
trading 19,505,894 (79,440,722)
B BT )8 2 F s 18 Loss on disposal of
a subsidiary (26) - 2,220,325
W2 - MR Kl 200 Net gain on disposal of
fi 13 property, plant and
equipment (185,069) -
JBe A5 3K Share based payments 1,275,478 —
FI S B % Interest expenses 209,615 163,206
FE IR A Interest income - 2
PreE BFEEEZ Dividend income from
A 55 I B A financial assets designated
as held for trading (392,662) (2,662,778)
BEEGEERIRE Operating cash outflows before
B4 it movements in working
capital (5,320,425) (6,319,763)
JRE SR I~ i 4 R TR 3K (Increase) Decrease in
(38 Jm) W o accounts receivable,
deposit and prepayment (29,133) 2,496,903
JREASH R T B T 4 2 (Decrease) Increase in
(B2 ) 8 m creditors and accrued
expenses (643,067) 2,220,104
e P By B A Cash used in operations (5,992,625) (1,602,756)
A B Interest paid (209,615) (163,206)
REWHMBMABSFH  Net cash used in operating
activities (6,202,240) (1,765,962)
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Consolidated Statement of Cash Flows

BEF-RET H=1—HILHE For the year ended 31st December 2010

O L B~ TN -
2010 2009
M 7F #T T
Notes HK$ HK$
BEFHD Investing activities
2 A B Interest received — 2
SlpdEE AfHEEE Dividend received from
A 55 I B financial assets designated
as held for trading 392,662 2,662,778
Hh 5 B S W 2 Bl iR A Net cash inflow on disposal
1 &H of a subsidiary (26) = 837,140
WEMIEE ATHMEEEZ Purchase of financial assets
W8S & designated as held for
trading (452,365,986) | (560,767,591)
W E AT EEEZ Proceeds from disposal of
WS & 2 BT 15 3K A financial assets designated
as held for trading 346,052,362 536,827,744
B W2 - s M 2 Proceeds from disposal
P 15 3K 16 of property, plant and
equipment 200,000 -
SANE/E NN T Payments for property, plant
JH and equipment (323,733) (1,970,904)
& W B P B A Bl Net cash used in investing
activities (106,044,695) (22,410,831)
il 5 By Financing activities
AT Ay 2 BT A5 R 1 Net proceeds from issue of
shares 121,001,801 37,859,671
BB Repayment of borrowings — (12,000,000)
AW E T E A Bl BB Net cash generated from
financing activities 121,001,801 25,859,671
BERBREEHEDIMFEBE  Net increase in cash and cash
equivalents 8,754,866 1,682,878
ERIZBl e LB EEEY Cash and cash equivalents at
the beginning of year 4,349,632 2,666,754
ERZB LB EEED Cash and cash equivalents at
the end of year 13,104,498 4,349,632
HERkBRE&EEHDE: Cash and cash equivalents
represent:
4 MORAT AL B Cash and bank balances (18) 13,104,498 4,349,632
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Notes to the Financial Statements

BEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

1.
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Al MRS AE R R Mo R 2 B R 3

FEMHEREED  FEME A
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W M 22 7 s S
et o A 2 o
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FEMHEREEN  ERER-FTE
(BFTA) W M 2 7 s S
et o ) 2 o
FHRMHEREEN  EAER T %
(BFTA) L {fs 22 7 s S 5
et e R 2 O

1.

GENERAL

The Company is a company incorporated in the
Cayman Islands with limited liability and its shares
are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). Its registered office
is at Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman KYI-1111, Cayman Islands and its
principal office of business in Hong Kong is at
Rooms 2101-2102, China United Centre, 28 Marble
Road, North Point, Hong Kong.

The Group is principally engaged in investment
holding and trading of financial assets designated as

held for trading.

The consolidated financial statements are presented
in Hong Kong dollars, which is the same as the

functional currency of the Company.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

The following new and revised standards and
interpretations issued by the Hong Kong Institutes
of Certified Public Accountants (the “HKICPA”) have
been applied by the Group in the current year. The
impact of the application of the new and revised

standards and interpretations is discussed below.

HKFRSs Amendments to HKFRS 5 as
(Amendments) part of Improvements to
HKFRSs issued in 2008
HKFRSs Improvements to HKFRSs
(Amendments) issued in 2009
HKFRSs Improvements to HKFRSs
(Amendments) issued in 2010
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Notes to the Financial Statements

BEF-RET H=1—HILHE For the year ended 31st December 2010

2. BER BT R BAERT & W B 2. APPLICATION OF NEW AND REVISED

e (77 B e e )
(%)

HgEHE SEG BB B R
$279 (BAEFT)
HgEHE AEEEWIEE
#3045 (ERTA)
HWMHREELN RN EB R
1% (BB AR
BB HREERN  HRENE ZEN
F19% (BFTA) 5
M REELN  REBSEER G
295 (BFTA) 385
BB REEDN  ERAH
355 (KB
Hi %R MHHER T —HX
([F2f]) 5558 N & eI 2
RIBEBCZE
MERZ N8

B (B IR HE s @ A AR Bl &
BZA®) HE
— e B 17

A U A s R I SR 7R ek T AL
Wiz T (ERER % R4
i 2 7 % 0 5 it oy Y B 2 W 2 —
)

A i SV S i E B 5758 2 18 RT B
{5 B Ja B b B 155 4R A 2 A 1 2 S ER AR
JE o Sl e R BT R B R K S AR
2 ER o ALHE R HAKRBY (R
Fo—F—H-HRZEHRZFEE
ST ) B AR 5% SR B AT o %S BT
CE WA -

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
HKAS 27 (Revised) Consolidated and Separate

Financial Statements
HKAS 39 Eligible Hedged Items
(Amendments)

HKFRS 1 (Revised) First-time Adoption of HKFRSs

HKFRS 1 Additional Exemptions for
(Amendments) First-time Adopters

HKFRS 2 Group Cash-settled Share-
(Amendments) based Payment Transactions

HKFRS 3 (Revised) Business Combinations

HK - Interpretation  Presentation of Financial
(“Int”™) 5 Statements — Classification
by the Borrower of a
Term Loan that Contains
a Repayment on Demand
Clause

HK{FRIC) — Int 17 Distributions of Non-cash

Assets to Owners

Amendments to HKFRS 7 Financial Instruments:
Disclosures (as part of Improvements to HKFRSs
issued in 2010)

The amendments to HKFRS 7 clarify the required
level of disclosures about credit risk and collateral
held and provide relief from disclosures previously
required regarding renegotiated loans. The Group has
applied the amendments in advance of their effective
date (annual periods beginning on or after 1st
January 2011). The amendments have been applied

retrospectively.
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Notes to the Financial Statements

BEF-FFE T HA=1T—HILFE For the year ended 31st December 2010
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2,

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Amendments to HKAS 1 Presentation of Financial
Statements (as part of Improvements to HKFRSs
issued in 2010)

The amendments to HKAS 1 clarify that an entity
may choose to present the required analysis of
items of other comprehensive income either in the
consolidated statement of changes in equity or in the
notes to the consolidated financial statements. The
Group has applied the amendments in advance of
their effective date (annual periods beginning on or
after 1st January 2011). The amendments have been

applied retrospectively.

The following new and revised standards and
interpretations have also been applied in these
consolidated financial statements. The application of
these new and revised standards and interpretations
has not had any material impact on the amounts
reported for the current and prior years but may
affect the accounting for future transactions or

arrangements.

Amendments to HKAS 17 Leases

As part of Improvements to HKFRSs issued in 2009,
HKAS 17 Leases has been amended in relation
to the classification of leasehold land. Before the
amendments to HKAS 17, the Group was required
to classify leasehold land as operating leases and to
present leasehold land as prepaid lease payments
in the consolidated statement of financial position.
The amendments to HKAS 17 have removed such
a requirement. The amendments require that the
classification of leasehold land should be based on
the general principles set out in HKAS 17, that is,
whether or not substantially all the risks and rewards
incidental to ownership of a leased asset have been

transferred to the lessee.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)
Amendments to HKAS 17 Leases (continued)

The application of the amendments to HKAS 17 has
had no impact on the reported profit or loss for the

current and prior years.

Hong Kong Interpretation 5 Presentation of
Financial Statements — Classification by the
Borrower of a Term Loan that Contains a
Repayment on Demand Clause

Hong Kong Interpretation 5 Presentation of Financial
Statements — Classification by the Borrower of a Term
Loan that Contains a Repayment on Demand Clause
(“HK Int 57) clarifies that term loans that include a
clause that gives the lender the unconditional right
to call the loans at any time (“repayment on demand
clause”) should be classified by the borrower as
current liabilities. The Group has applied HK Int
5 for the first time in the current year. HK Int 5
requires retrospective application.

The application of HK Int 5 has had no impact on
the reported profit or loss for the current and prior

years.
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BWE L —TFE T H=1T—HIL4E For the year ended 31st December 2010

2. FER W] K &R A& 5T 7 s W% 2. APPLICATION OF NEW AND REVISED
R ([ B s M) HONG KONG FINANCIAL REPORTING
(#) STANDARDS (“HKFRSs”) (continued)
A 4 8 5l 4 4R AR A DA L AT (EL 1
T AR 2 R M &AM FT HE RIS B FT 5R

The Group has not early applied the following new

and revised standards, amendments or interpretations

it R o that have been issued but are not yet effective.

7 vk BB i N F R HKFRSs Improvements to HKFRSs
HEH (ERTA) i 2 7 s B B (Amendments) issued in 2010 except for

e UE HI 22 Bl the amendments to HKFRS
i > AN BLEE 7 and HKAS 1

7 U 5

e QIS 758 K

s g st Al

F1IR BT

A s 5 T W I 5 i o e HKFRS 1 Limited Exemption from
HE RIS 198 HIVEE 75 38 15 I (Amendments) Comparative HKFRS 7
(E#TA) TR AN B iR EL Disclosures for First-time

RMFZ AR Adopters?
JE e

s BB fie E i 4 i K S HKFRS 1 Severe Hyperinflation and
HE ] 55 1558 R B KR A (Amendments) Removal of Fixed Dates for
(BT 4%) Z & H s First-time Adopters’

A U 5 B iE — W HKFRS 7 Disclosures — Transfers of
HE I 55 7558 T (Amendments) Financial Assets’
(BRTA)

s BB 4 i T E HKFRS 9 (Revised) Financial Instruments?

e QI 25 99%
(REFT)

s g A e A AR SE A IH i ] HKAS 12 Deferred Tax : Recovery of
51298 A BE & B (Amendments) Underlying Assets’
SCHEN)

s gt e A B 8 N - 4 7R 6 HKAS 24 Related Party Disclosures®
552458 (as revised in
(ZFFF 2009)

KIERT)

s gt e A it i 2 3 J7 HKAS 32 Classification of Rights Issues”
%3298 (Amendments)

(EFTA)
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BEF-RET H=1—HILHE For the year ended 31st December 2010

2. BER BT R BAERT & W B 2. APPLICATION OF NEW AND REVISED

o e O (T o 0 5 e e S0 ) HONG KONG FINANCIAL REPORTING
(#) STANDARDS (“HKFRSs”) (continued)

s (12 R B s RAREABLE Z HK(FRIC)- Int 14 Prepayments of Minimum
o v R TS K IHS (Amendments) Funding Requirement®
ZE®)

— i FEER 1498
(fEH#TA)

W (B B DAHE 25 T EL 4K 8 HK(IFRIC)- Int 19 Extinguishing Financial
R 4 B 2 Liabilities with Equity
ZE®) Instruments?

— e B 1958

! W ZE—FFLH—HE - FE——4F—H 2 Effective for annual periods beginning on or after 1st July
—H (A1) 3.2 7% i i 2 F 2 [H] 53¢ 2010 or 1st January 2011, as appropriate

‘ B ZFE—FELH—HEZ BHGZ 2 Effective for annual periods beginning on or after 1st July
H 1] 4 3¢ 2010

7 W ZF——AFLH — Hk 2 & in 2 F % 7 Effective for annual periods beginning on or after 1st July
H] 1f] 4 5% 2011

! R FE—ZAaFE—H — HEl 2 % g 2 F 4 Effective for annual periods beginning on or after 1st January
Hi 18] 4 3¢ 2013

’ WA~ — HEZ & F1E 7 Effective for annual periods beginning on or after 1st January
H 1] 4 3¢ 2012

o B ——AF—H — HE 2 &l 2 F1E o Effective for annual periods beginning on or after 1st January
H] 7] 4 3% 2011

7 I A — H 2 7 dn 2 F 7 Effective for annual periods beginning on or after Ist
H ] 4 5% February 2010

T s s s e R S8 0%k 2 A 1 A (i HKFRS 9 Financial Instruments (as issued in

ZERRIAEA— A MM ) 51 S BB November 2009) introduces new requirements for

& RN B R RLE o B s B the classification and measurement of financial

A HERI oSt TR ( —F—F4F assets. HKFRS 9 Financial Instruments (as revised

T HBAEHT) A B BB £ AR A in December 2010) adds requirements for financial

1EHERR Z HLE - liabilities and for derecognition.

S
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2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

Under HKFRS 9, all recognised financial assets
that are within scope of HKAS 39 Financial
Instruments: Recognition and Measurement are
subsequently measured at either amortised cost
or fair value. Specifically, debt investments that
are within a business model whose objective
is to collect the contractual cash flows, and
that have contractual cash flows that are solely
payments of principal and interest on the
principal outstanding are generally measured
at amortised cost at the end of subsequent
accounting periods. All other debt investments
and equity investments are measurement at their
fair values at the end of subsequent accounting

periods.

In relation to financial liabilities, the significant
change relates to financial liabilities that are
designated as at fair value through profit or
loss. Specifically, under HKFRS 9, for financial
liabilities that designated as at fair value through
profit or loss, the amount of change in the fair
value of the financial liability that is attributable
to changes in the credit risk of that liability is
presented in other comprehensive income, unless
the presentation of the effects of changes in
the liability’s credit risk in other comprehensive
income would create or enlarge an accounting
mismatch in profit or loss. Changes in fair value
attributable to a financial liability’s credit risk are
not subsequently reclassified to profit or loss.
Previously, under HKAS 39, the entire amount of
the change in fair value of the financial liability
designated as at fair value through profit or loss

was presented in profit or loss.
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A,

W B AT B 2% 45 BT 7 8 B 5
WA ([ Bk e )
(%)

T e B 5 A R SROBE I — T — =
A — B S R B 2 4 I A
0 Sl R L o

ST A o B o A B 2R O R
“E = HE R E R
AL S MBHERD T LRM
7 LR BT 4 JI) AT RE A 4 [ 1
BEEZEREHERERLE R
M > J7 52 1w A 2 Bl B a% 5 B A
& EAGFE AT AT o

7 Y s i o M U SR 7R e — I
H B B 2 AE T SN e W
BE 2 oy 2 W R ML E w4 B W] B TE
B R TS T RO\ R B %
— S R AR A B R 3 o B2
B R IfE 2 7 W o 5% 55 1B RT U8 M E B
B B AR A ] R 2 Sl I 2
G M W AR 9 5%

S U T B 7
45 A AT R 38 9 A e
17 22 50 5 WG SF M 1 s L T
KB o AT > M7 S ) I G 7T A
SEUR 2 T UL
A T 5 2 B

T TH o ME A At R T S AR A AT e
I~ A ST B i B AN 6 S AR A B i
ES L REROE PN X

L

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

HKFRS 9 is effective for annual periods beginning
on or after 1st January 2013, with earlier application

permitted.

The Directors anticipate that HKFRS 9 that will
be adopted in the Group’s consolidated financial
statements for the annual period beginning 1st
January 2013 and that the application of the new
standard may have a significant impact on amounts
reported in respect of the Group’s financial assets.
However, it is not practicable to provide a reasonable
estimate of that effect until a detailed review has

been completed.

The amendments to HKFRS 7 titled Disclosures —
Transters of Financial Assets increase the disclosure
requirements for transactions involving transfers of
financial assets. These amendments are intended to
provide greater transparency around risk exposures
when a financial asset is transferred but the
transferor retains some level of continuing exposure
in the asset. The amendments also require disclosures
where transfers of financial assets are not evenly

distributed throughout the period.

The Directors do not anticipate that these
amendments to HKFRS 7 will have a significant effect
on the Group’s disclosures regarding transfers of
trade receivables previously effected. However, if the
Group enters into other types of transfers of financial
assets in the future, disclosures regarding those

transfers may be affected.

The Directors anticipate that the application of the
other new or revised standards, amendments and
interpretations will have no material impact on the

consolidated financial statements.
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Notes to the Financial Statements

BEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

3. FEFHBUOR 3. SIGNIFICANT ACCOUNTING POLICIES

AR e BB R R T AR AR A U AW
B MM 2 B A A v P o Y
([ 7 s B 85 i iy e ) 1) > 5 o8 & il e
A (T &g st ) K (7 30k
R [ A s B i ME N 1) A o e A
ReMBERROEEBERS S A
BR 7 ] st 2 b v AR ) R A o 2 ] A £
Jiv A€ 22 98 11 0 % R -

BE-F-FF+ A=+ HLA
IE 2 0 A B W L A 24 ) B L
B/ R (SRR AR ) 2 BB 4 -

B S R T AR 2 R A I
WA PR 2 T A
RV - R SO 2 BOR <
I St A 3 LB 7 A
Z B AT

AR

e MBBRERAEAR AT RZA LT
el 2 HH (RERRA M AR) (O
i 8 2 W ) 2 BB R 3% o 2 T RE A AS
R A LR R T I R R

LA 75 H S 5 1 2 BRF HRAS:

T A 4 B e B 2 O S W] 2 3
AR T R SR I A R
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The consolidated financial statements have been
prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRSs”),
Hong Kong Accounting Standards (“HKASs”) and
Interpretations (hereinafter collectively referred to as
the “HKFRSs”) issued by the HKICPA. In addition, the
consolidated financial statements include applicable
disclosures required by the Rules Governing the
Listing of Securities on The Stock Exchange of Hong
Kong Limited and by the Hong Kong Companies

Ordinance.

The consolidated financial statements for the year
ended 31st December 2010 comprise the financial
statements of the Company and its subsidiaries

(together referred to as the “Group”).

The consolidated financial statements have been
prepared under the historical cost basis except for
certain financial instruments which are measured at
fair values, as explained in the accounting policies
set out below. Historical cost is generally based on
the fair value of the consideration given in exchange

for assets.

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
(including special purpose entities) controlled by the
Company (its subsidiaries). Control is achieved where
the Company has the power to govern the financial
and operating policies of an entity so as to obtain

benefits from its activities.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
statement of comprehensive income from the
effective date of acquisition or up to the effective

date of disposal, as appropriate.
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BEF-RET H=1—HILHE For the year ended 31st December 2010
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

Where necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with those used by other

members of the Group.

All intra-group transactions, balances, income and

expenses are eliminated on consolidation.

Revenue recognition

Interest income from a financial asset is recognised
when it is probable that the economic benefits will
flow to the Group and the amount of revenue can
be measured reliably. Interest income is accrued on a
time basis, by reference to the principal outstanding
and at the effective interest rate applicable, which
is the rate that exactly discounts the estimated
future cash receipts through the expected life of the
financial asset to that asset’s net carrying amount on

initial recognition.

Dividend income form investment in financial assets
designed as held for trading is recognised when
the Group’s rights to receive payment have been
established (provided that it is probable that the
economic benefits will flow to the Group and the

amount of revenue can be measured reliably).

Leasing

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other

leases are classified as operating leases.
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3. FEGHBUOR (&) 3. SIGNIFICANT ACCOUNTING POLICIES

M& (4)

7 5E [ 1F 23 AR TN

*Eﬁ%mmﬁfﬁzﬁhﬁzgﬁ 5T L AL A
N B (HAE) DR KA & 2 B

{Eﬁﬁ%ﬁﬁ’%@ﬁﬁoﬁifrﬂkzw&

AT AE £ AlCE R RIS 5T A 55 A 5

R L

AH 4B 7 Rl S BELAL &6 7R 38 2D 2 [H]
gr e DUBEER T B AR A B A5 1B E A
Ao JiVE S R R AR 0B > BRIEH
HERGEREEAR RZH-
oot R A 52 1 A Bl i R AR 2 O
(T X EFHBUOR) EAL - iR &
TR FEE A 34 T e R A B S

K AH A0 FH 2 12 A R U DA B AR TR
8 A BR 32 R IE 5 A A A R HE T REAR
A A B AL M 2 2 IR ) A X
IR A1 o 5878 R 40 B 28 A2 2 R &
TR FEE A 34 T e R A B S

fild I 5T 7. K 7 AH & IR s BORE B 4
HIA B 2 B Rl 5 B - B 2 A
4t DA B Bk e R A 4 B ST > BR
FERARBEEFRAERMENHEE
T 56 375 ) it 2 ey [R] AE 5 B b

(continued)

Leasing (continued)

The Group as lessee

Assets held under finance leases are initially
recongised as assets of the Group at their fair value
at the inception of the lease or, if lower, at the
present value of the minimum lease payments. The
corresponding liability to the lessor is included in
the consolidated statement of financial position as a

finance lease obligation.

Lease payments are apportioned between finance
expenses and reduction of the lease obligation
so as to achieve a constant rate of interest on the
remaining balance of the liability. Finance expenses
are recognised immediately in profit or loss, unless
they are directly attributable to qualifying assets, in
which case they are capitalised in accordance with
the Group’s policy on borrowing costs (see the
accounting policy below). Contingent rentals are
recognised as expenses in the periods in which they

are incurred.

Operating lease payments are recognised as an
expense on a straight-line basis over the lease term,
except where another systematic basis is more
representative of the time pattern in which economic
benefits from the leased asset are consumed.
Contingent rentals arising under operating leases are
recognised as an expense in the period in which they

are incurred.

In the event that lease incentives are received to
enter into operating lease, such incentives are
recognised as a liability. The aggregate benefit of
incentives is recognised as a reduction of rental
expense on a straight-line basis, except where
another systematic basis is more representative of the
time pattern in which economic benefits from the

leased asset are consumed.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Foreign currencies

In preparing the financial statements of each
individual group entity, transactions in currencies
other than the entity’s functional currency (foreign
currencies) are recognised at the rates of exchange
prevailing at the dates of the transactions. At the end
of the reporting period, monetary items denominated
in foreign currencies are retranslated at the rates
prevailing at that date. Non-monetary items carried at
fair value that are denominated in foreign currencies
are retranslated at the rates prevailing at the date
when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in

a foreign currency are not retranslated.

Exchange differences on monetary items are
recognised in profit or loss in the period in which

they arise except for:

* exchange differences on foreign currency
borrowings relating to assets under construction
for future productive use, which are included in
the cost of those assets when they are regarded
as an adjustment to interest costs on those

foreign currency borrowings;

* exchange differences on transactions entered into
in order to hedge certain foreign currency risks

(see the accounting policies below); and

* exchange differences on monetary items
receivable from or payable to a foreign operation
for which settlement is neither planned nor
likely to occur (therefore forming part of the
net investment in the foreign operation), which
are recognised initially in other comprehensive
income and reclassified from equity to profit or

loss on repayment of the monetary items.
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3. FEGHBUOR (&) 3. SIGNIFICANT ACCOUNTING POLICIES
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(continued)

Foreign currencies (continued)

For the purposes of presenting consolidated financial
statements, the assets and liabilities of the Group’s
foreign operations are translated into the presentation
currency of the Group (i.e. Hong Kong dollars)
using exchange rates prevailing at the end of each
reporting period. Income and expense items are
translated at the average exchange rates for the
period, unless exchange rates fluctuate significantly
during that period, in which case the exchange rates
at the dates of the transactions are used. Exchange
difference arising, if any, are recognised in other
comprehensive income and accumulated in equity
under the heading of foreign currency translation
reserve (attributed to non-controlling interests as

appropriate).

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets, which are assets that necessarily take a
substantial period of time to get ready for their
intended use or sale, are added to the cost of those
assets, until such time as the assets are substantially

ready for their intended use or sale.

Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the

borrowing costs eligible for capitalisation.

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)

Retirement benefit schemes

Payments to defined contribution retirement benefit
plans and the Mandatory Provident Fund Scheme
are charged as an expense when employees have

rendered service entitling them to the contributions.

For defined benefit retirement benefit plans, the
cost of providing benefits is determined using
the projected unit credit method, with actuarial
valuations being carried out at the end of each

reporting period.

Share-based payment transactions

Share options granted to employees in an equity-
settled share-based payment transaction

For grants of share options that are conditional upon
satisfying specified vesting conditions, the fair value
of services received is determined by reference to
the fair value of share options granted at the grant
date and is expensed on a straight-line basis over
the vesting period, with a corresponding increase
in equity (share options reserve). At the end of the
reporting period, the Group revised its estimates of
the number of options that are expected to ultimately
vest. The impact of the revision of the original
estimates, if any, is recognised in profit or loss such
that the cumulative expense reflects the revised
estimate, with a corresponding adjustment to a share

options reserve.

For share options that are vested at the date of
grant, the fair value of the share options granted is

expensed immediately to profit or loss.

At the time when the share options are exercised,
the amount previously recognised in share options
reserve will be transferred to share premium. When
the share options are forfeited after the vesting
date or are still not exercised at the expiry date,
the amount previously recognised in share options

reserve will be transferred to retained earnings.
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(continued)
Taxation
Income tax expense represents the sum of the tax

currently payable and deferred tax.

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

the reporting period.

Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in the
consolidated statement of financial position and the
corresponding tax base used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all
deductible temporary difference to the extent that
it is probable that taxable profits will be available
against which those deductible temporary differences
can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in
a business combination) of other assets and liabilities
in a transaction that affects neither the taxable profit

nor the accounting profit.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation (continued)

Deferred tax liabilities are recognised for taxable
temporary difference associated with investments
in subsidiaries and associates, and interests in
joint ventures, except where the Group is able to
control the reversal of the temporary difference and
it is probable that the temporary difference will
not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences
associated with such investments and interests are
only recognised to the extent that it is probable that
there will be sufficient taxable profits against which
to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable

future.

The carrying amount of deferred tax assets is
reviewed at the end of the 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 assets and liabilities are measured at the
tax rates that are expected to apply in the period in
which the liability is settled or the asset is realised,
based on tax rate (and tax laws) that have been
enacted or substantively enacted by the end of the

reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow
from the manner in which the Group expects, at
the end of the reporting period, to recover or settle
the carrying amount of its assets and liabilities.
Deferred tax is recognised in profit or loss, except
when it relates to items that are 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

respectively.
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(continued)

Property, plant and equipment

Property, plant and equipment are stated at cost
less accumulated depreciation and accumulated

impairment losses, if any.

Depreciation is provided to write off the cost or
fair value of items of property, plant and equipment
over their estimated useful life and after taking into
account of their estimated residual value, using the

straight-line method, at the following rates:

Leasehold improvement 20%
Furniture and fixtures 20%
Office equipment 20%
Motor vehicle 20%

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising
on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the
carrying amount of the item) is included in profit or

loss in the period in which the item is derecognised.

Impairment of tangible and intangible assets other
than goodwill

At the end of each reporting period, the Group
reviews the carrying amounts of its tangible and
intangible assets to determine whether there is
any indication that those assets have suffered an
impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss, if
any. In addition, intangible assets with indefinite
useful life and intangible assets not yet available for
use are tested for impairment annually, and whenever

there is indication that they may be impaired.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment of tangible and intangible assets other
than goodwill (continued)

If the recoverable amount of an asset is estimated
to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable
amount. Impairment loss is recognised as an expense

immediately.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a legal or
constructive obligation arising as a result of a past
event, which will probably result in an outflow of

economic benefits that can be reasonably estimated.

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

benefits is remote.
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(continued)

Provisions and contingent liabilities (continued)
Provisions are recognised when the Group has a
present obligation as a result of past event, and it
is probable that the Group will be required to settle
that obligation. Provision are measured at the best
estimate of the consideration required to settle the
present obligation at the end of the reporting period,
taking into account the risks and uncertainties
surrounding the obligation. Where a provision is
measured using cash flows estimated to settle the
present obligation, its carrying amount is the present
value of those cash flows (where the effect is

material).

Financial instruments

Financial assets and financial liabilities are
recognised in the consolidated statement of financial
position when a group entity becomes a party to the
contractual provisions of the instrument. Financial
assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial
assets and financial liabilities (other than financial
assets or financial liabilities at fair value through
profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial
assets or financial liabilities at fair value through

profit or loss are recognised immediately in profit or

loss.
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
Financial instruments (continued)

(1) Financial assets

The Group’s financial assets are classified
into one of the four categories, including
financial assets at fair value through profit or
loss (“FVTPL”), loans and receivables, held-
to-maturity investments and available for-sale

financial assets.

All regular way purchases or sales of financial
assets are recognised and derecognised on a

trade date basis.

Regular way purchases or sales are purchases
or sales of financial assets that require delivery
of assets within the time frame established by

regulation or convention in the marketplace.

Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial
asset and of allocating interest income over the
relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash
receipts (including all fees paid or received that
form an integral part of the effective interest
rate, transaction costs and other premiums or
discounts) through the expected life of the
financial asset or, where appropriate, a shorter
period to the net carrying amount on initial

recognition.

Interest income is recognised on an effective
interest basis for debt instruments other than
those financial assets classified as at FVTPL, of

which interest is included in net gains or losses.
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3. FEGHBUOR (&) 3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
Financial instruments (continued)
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(1) Financial assets (continued)
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Financial assets at fair value through protfit or
loss

Financial assets at FVTPL has two subcategories,
including financial assets held for trading and
those designated at FVTPL on initial recognition.

A financial asset is classified as held for trading
if:

(i) it has been acquired principally for the
purpose of selling in the near future;

(i) it is a part of an identified portfolio of
financial instruments that the Group
manages together and has a recent actual
pattern of short-term profit-taking; or

(iii) it is a derivative that is not designated and
effective as a hedging instrument.

A financial asset other than a financial asset held
for trading may be designated as at FVTPL upon
initial recognition if:

(i) such designation eliminates or significantly
reduces a measurement or recognition
inconsistency that would otherwise arise;

(ii) the financial asset forms part of a group
of financial assets or financial liabilities or
both, which is managed and its performance
is evaluated on a fair value basis, in
accordance with the Group’s documented
risk management or investment strategy, and
information about the grouping is provided
internally on that basis; or
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
Financial instruments (continued)

(1) Financial assets (continued)

Financial assets at fair value through profit or

loss (continued)

(iii) it forms part of a contract containing one or
more embedded derivatives, and HKAS 39
permits the entire combined contract (asset
or liability) to be designated as at FVTPL.

Subsequent to initial recognition, financial
assets at FVITPL are measured at fair value, with
changes in fair value recognised directly in profit

or loss in the period in which they arise.

The net gain or loss recognised in profit or loss
excludes any dividend or interest earned on the

financial assets.

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. Subsequent to initial recognition, loans
and receivables are carried at amortised cost
using the effective interest method, less any
identified impairment losses (see accounting
policy on impairment loss on financial assets

below).

Held-to-maturity investments

Held-to-maturity investments are non-derivative
financial assets with fixed or determinable
payments and fixed maturities that the Group’s
management has the positive intention and

ability to hold to maturity.
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Held-to-maturity investments (continued)

Subsequent to initial recognition, held-to-
maturity investments are measured at amortised
cost using the effective interest method, less any
identified impairment losses (see accounting
policy on impairment loss on financial assets

below).

Available-for-sale financial assets

Available-for-sale financial assets are non-
derivatives that are either not designated or not
classified as financial assets at FVTPL, loans and

receivables or held-to-maturity investments.

Available-for-sale financial assets are measured
at fair value at the end of the reporting period.
Changes in fair value are recognised in other
comprehensive income and accumulated in
investment revaluation reserve, until the financial
asset is disposed of or is determined to be
impaired, at which time, the cumulative gain or
loss previously accumulated in the investment
revaluation reserve is reclassified to profit or loss
(see accounting policy on impairment loss on

financial assets below).

For available-for-sale equity investments that
do not have a quoted market price in an active
market and whose fair value cannot be reliably
measured and derivatives that are linked to and
must be settled by delivery of such unquoted
equity instruments, they are measured at cost
less any identified impairment losses at the end
of the reporting period (see accounting policy on

impairment loss on financial assets below).
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
Financial instruments (continued)

(1) Financial assets (continued)

Impairment of financial assets

Financial assets, other than those at FVTPL, are
assessed for indicators of impairment at the end
of reporting period. Financial assets are impaired
where there is objective evidence that, as a
result of one or more events that occurred after
the initial recognition of the financial asset, the
estimated future cash flows of the financial assets

have been affected.

For an available-for-sale equity investment, a
significant or prolonged decline in the fair value
of that investment below its cost is considered to

be objective evidence of impairment.

For all other financial assets, objective evidence

of impairment could include:

(i) significant financial difficulty of the issuer or

counterparty;

(i) default or delinquency in interest or

principal payments; or

(iii) it becoming probable that the borrower will

enter bankruptcy or financial re-organisation.

For financial assets carried at amortised cost, an
impairment loss is recognised in profit or loss
when there is objective evidence that the asset
is impaired, and is measured as the difference
between the asset’s carrying amount and the
present value of the estimated future cash flows

discounted at the original effective interest rate.
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Impairment of financial assets (continued)

For financial assets carried at cost, the amount of
the impairment loss is measured as the difference
between the asset’s carrying amount and the
present value of the estimated future cash flows
discounted at the current market rate of return
for a similar financial asset. Such impairment loss

will not be reversed in subsequent periods.

The carrying amount of the financial asset is
reduced by the impairment loss directly for
all financial assets, where the carrying amount
is reduced through the use of an allowance
account. Changes in the carrying amount of the
allowance account are recognised in profit or

loss.

For financial assets measured at amortised
cost, if, in a subsequent period, the amount of
impairment loss decreases and the decrease
can be related objectively to an event occurring
after the impairment losses was recognised,
the previously recognised impairment loss is
reversed through profit or loss to the extent that
the carrying amount of the asset at the date the
impairment is reversed does not exceed what
the amortised cost would have been had the

impairment not been recognised.
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

D

2
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Financial assets (continued)

Impairment of financial assets (continued)
Impairment losses on available-for-sale equity
investments will not be reversed in profit or loss
in subsequent periods. Any increase in fair value
subsequent to impairment loss is recognised
directly in other comprehensive income
and accumulated in investment revaluation
reserve. For available-for-sale debt investments,
impairment losses are subsequently reversed if
an increase in the fair value of the investment
can be objectively related to an event occurring

after the recognition of the impairment loss.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued
by a group entity are classified according to
the substance of the contractual arrangements
entered into and the definitions of a financial

liability and an equity instrument.

An equity instrument is any contract that
evidences a residual interest in the assets of
the Group after deducting all of its liabilities.
The Group’s financial liabilities are generally
classified into financial liabilities at FVTPL and

other financial liabilities.

Effective interest method

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

period.
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3. FEGHBUOR (&) 3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
Financial instruments (continued)
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(2) Financial liabilities and equity instruments
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(continued)

Effective interest method (continued)

Interest expense is recognised on an effective
interest basis other than those financial liability
classified as at FVTPL, of which the interest

expense is included in net gains or losses.

Financial liabilities at fair value through profit or
loss

Financial liabilities at FVTPL has two
subcategories, including financial liabilities held
for trading and those designated at FVTPL on

initial recognition.

A financial liability is classified as held for

trading if:

(i) it has been incurred principally for the

purpose of repurchasing in the near future;

(ii) it is a part of an identified portfolio of
financial instruments that the Group
manages together and has a recent actual

pattern of short-term profit-taking; or

(iii) it is a derivative that is not designated and

effective as a hedging instrument.
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3. EEGFFBOR (4)

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)
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Financial instruments (continued)

(2) Financial liabilities and equity instruments

(continued)

Financial liabilities at fair value through profit or
loss (continued)

A financial liability other than a financial liability
held for trading may be designated as at FVTPL

upon initial recognition if:

(i) such designation eliminates or significantly
reduces a measurement or recognition

inconsistency that would otherwise arise;

(ii) the financial liability forms part of a group
of financial assets or financial liabilities or
both, which is managed and its performance
is evaluated on a fair value basis, in
accordance with the Group’s documented
risk management or investment strategy, and
information about the grouping is provided

internally on that basis; or

(iii) it forms part of a contract containing one or
more embedded derivatives, and HKAS 39
permits the entire combined contract (asset
or liability) to be designated as at FVTPL.

Subsequent to initial recognition, financial
liabilities at FVTPL are measured at fair value,
with changes in fair value recognised directly in
profit or loss in the period in which they arise.
The net gain or loss recognised in profit or
loss excludes any interest paid on the financial

liabilities.

e, s
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3. EEGFEBOR (4)

T H (4F)

2)

3)

MBEAMRKRA TR ()

H At B 7 A 1%

A S B B B A SR AT B H At i
B B o) BB AT ROE KA > HAR A
3 ) 2 0 e i B A R o

AT R

AN P T 2 A TR E IR
BORT 5% 3K JE AN R B4 B AT MR A
HE o

I i i

HIREEWRB &R E Z#EANC
B > B E O B A SR
1 A B B L T R 2 B K
H8 73 JE g B (o] iR 5 ) B
A I BT o T IR e s
IR > T A MR T (L B 2 Wi S R WA
Ko T HoAth 4 T Wi A B RR 2 R RE
Fil 2 B 2 2250 TR 1R 48 R

E)
A ©

WA B A ) 2R E AT B B
I B F 4 - BB e R P S
B CHUH AR 2 B B AR 2 IR
EHEE AT X BEAHUEZ 28 J5m
18 1 THERT

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

2)

3)

Financial liabilities and equity instruments
(continued)

Other financial liabilities

Other financial liabilities including bank and
other borrowings, trade payables and others are
subsequently measured at amortised cost, using

the effective interest method.

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

issue costs.

Derecognition

Financial assets are derecognised when the rights
to receive cash flows from the assets expire or,
the financial assets are transferred and the Group
has transferred substantially all the risks and
rewards of ownership of the financial assets. On
derecognition of a financial asset, the difference
between the asset’s carrying amount and the
sum of the consideration received and receivable
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

and payable is recognised in profit or loss.
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BEF-FRET H=1—HILHE For the year ended 31st December 2010

3. EEGFEBOR (4)
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Segment reporting

Operating segments, and the amounts of each
segment item reported in the consolidated financial
statements, are identified from the financial
information provided to the Group’s most senior
executive management for the purposes of allocating
resources to, and assessing the performance of, the
Group’s various lines of business and geographical

locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless
the segments have similar economic characteristics
and are similar in respect of the nature of services,
the type or class of customers, the methods used to
provide the services, and the nature of the regulatory
environment. Operating segments which are not
individually material may be aggregated if they share

a majority of these criteria.

Cash and cash equivalents

Cash includes cash on hand and demand deposits
with any bank or other financial institution. Cash
equivalents are short-term, highly liquid investments
that are readily convertible to known amounts of
cash and which are subject to an insignificant risk of
changes in value, having been within three months of

maturing at acquisition.
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4. FEEFHHAE &AW R 4. CRITICAL ACCOUNTING JUDGEMENTS
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AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting
policies, which are described in note 3, management
is required to make judgements, estimates and
assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other
sources. The estimates and underlying assumptions
are based on historical experience and other factors
that are considered to be relevant. Actual results may

differ from these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in
which the estimate is revised if the revision affects
only that period, or in the period of the revision and
future periods if the revision affects both current and

future periods.

Critical judgements in applying accounting policies
The following are the critical judgements, apart
from those involving estimations (see below), that
management has made in the process of applying the
Group’s accounting policies and that have the most
significant effect on the amounts recognised in the

consolidated financial statements.
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4.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Depreciation

The Group depreciates the property, plant and
equipment over their estimated useful life and after
taking into account of their estimated residual values,
using the straight line method. The estimated useful
life reflects the Directors’ estimate of the periods that
the Group intends to derive future economic benefits
from the use of the Group’s property, plant and
equipment. The residual values reflect the Directors’
estimated amount that the Group would currently
obtain from disposal of the assets, after deducting the
estimated costs of disposal, if the assets were already
of the age and in the condition expected at the end

of its useful life.

Key sources of estimation uncertainty

The following are the key assumptions concerning
the future, and other key sources of estimation
uncertainty at the end of the reporting period
that have a significant risk of causing a material
adjustment to the carrying amounts of assets and

liabilities within the next financial year.

Valuation of financial instruments

The Group uses valuation techniques that include
inputs that are not based on observable market
data to estimate the fair value of certain types
of financial instruments. Notes 5 and 16 provide
detailed information about the key assumptions used
in the determination of the fair value of financial
instruments, as well as the detailed sensitivity

analysis for these assumptions.

The Directors believe that the chosen valuation
techniques and assumptions used are appropriate in

determining the fair value of financial instruments.
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5.

FINANCIAL RISK MANAGEMENT

The Group’s major financial instruments include
equity investments, receivables and payables. Details
of these financial instruments are disclosed in the
respective notes. The risks associated with these
financial instruments and the policies applied by
the Group to mitigate these risks are set out below.
Management monitors these exposures to ensure
appropriate measures are implemented in a timely

and effective manner.

(1) Risk management
(a) Market risk
The Group’s strategy for the management
of market risk is driven by the Group’s
investment objective. The Group’s market
risk is managed on a daily basis by the
investment manager in accordance with
policies and procedures in place. The
Group’s market positions are monitored on
a monthly basis by the Board of Directors,
and the investments in equity of other
entities are Hong Kong and overseas listed
and unlisted equity. Decisions to buy or
sell trading securities are based on daily
monitoring of the performance of individual
securities compared to that of the relevant
stock market index and other industry
indicators, as well as the Group’s liquidity
needs. To manage its price risk arising from
the equity securities, the Group maintains a
portfolio of diversified investments in terms
of industry distribution such as investment
holding and minerals industry sectors.
Temporarily, the Group’s management has
monitored price risk and will consider

hedging of the risk if necessary.
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5. FINANCIAL RISK MANAGEMENT
(continued)
(1) Risk management (continued)
(a) Market risk (continued)
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Sensitivity analysis

The sensitivity analysis below have been
determined based on the exposure to
equity price risk at the reporting date. For
sensitivity analysis purpose, the sensitivity

rate is remained at 15% in the current year.

If listed equity prices had been 15% higher/
lower (2009: 15% higher/lower), loss for
the year ended 31st December 2010 would
decrease/increase by HK$37,779,546 (profit
for the year ended 31st December 2009:
increased/decreased by HK$30,262,476). It
is mainly due to the changes in fair value
of financial assets designated as held for
trading. Also, if the unlisted equity prices
had increased/decreased by 15% (2009: 15%)
and all other variables were held constant,
loss for the year ended 31st December 2010
would decrease/increase by HK$3,231,118
(profit for the year ended 31st December
2009: increased/decreased by HK$1,004,432).
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5. FINANCIAL RISK MANAGEMENT
(continued)
(1) Risk management (continued)
(b) Credit risk
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Credit risk is the risk that an issuer or
counterparty will be unable or unwilling
to meet a commitment that it has entered
into with the Group. Financial assets
which potentially subject the Group
to concentrations of credit risk consist
principally of financial assets designated as
held for trading, bank balances and amounts

receivable on sale of investments.

The Group limits its exposure to credit risk
by transacting the majority of its financial
assets and contractual commitment activities
with broker-dealers, banks and regulated
exchanges with high credit ratings and that
the Group considers to be well established.
All transactions in listed financial assets
are settled/paid for upon delivery using

approved and reputable brokers.

Accordingly, the Group has no significant

concentration of credit risk.
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5. FINANCIAL RISK MANAGEMENT
(continued)
(1) Risk management (continued)
(o) Liquidity risk

The Group’s objective is to maintain a
balance between continuity of funding and
flexibility through the utilisation of margin
facilities of securities brokers. The Group
will keep reviewing its financial needs
from time to time to determine the timing

of carrying out fund raising activities. The

g3 2 BB A S 40 R maturity profile of the Group’s financial
liabilities at the end of the reporting period
based on contractual undiscounted payments
are summarised below:
e S 23
2010
JE 2ok —4E N —RZAE it
On demand Within 1 year 1-3 years Total
L &L 0 0
HK$ HK$ HKS$ HKS$
JEE £t 30 K Creditors and accrued
HREH expenses 2,060,160 = = 2,060,160
“EEAE
2009
ez K —5R —BZ4F A
On demand Within 1 year 1-3 years Total
EP EP P W T
HK$ HK$ HK$ HK$
JEE fit 30 K Creditors and accrued
HREH expenses 2,703,227 - - 2,703,227
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5. FINANCIAL RISK MANAGEMENT
(continued)
(1) Risk management (continued)
(d) Interest rate risk
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=+ — B 1k 4 E 2 % R
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The Group’s interest rate risk related
primarily to the variable interest bearing

deposits and debts.

Sensitivity analysis

The sensitivity analysis below, which
include interest rate exposure on variable
interest bearing bank deposits and debt
securities, have been determined based
on the exposure to interest rates for both
derivatives and non-derivative instruments
at the end of the reporting period. A 100
basis point change is used which represents
management’s assessment of the possible

change in interest rates.

If interest rates have been 100 (2009: 100)
basis points higher/lower and all other
variables were held constant, the Group’s
post tax loss for the year ended 31st
December 2010 would decrease/increase by
HK$113,064 (profit for the year ended 31st
December 2009: increased/decreased by
HK$20,635).
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5. FINANCIAL RISK MANAGEMENT
(continued)
(1) Risk management (continued)

(e) Foreign currency risk

A 52 [ [R5 R T R A A
W BOEUR I A1 R JE B o A SR

The Group has foreign currency on financial

assets, which expose the Group to foreign

HMzMBEEETHAL% (Z currency risk. Approximately 1% (2009:
FEIE 1 1%) LT se g ¥ 1%) of the Group’s financial assets are
HhZ BHEEHAE - denominated in currencies other than the
functional currency.
AEFLUS B EZ BHE The carrying amounts of the Group’s foreign
FE TN AR 2 IR T (B A0 R currency denominated monetary assets at the
end of the reporting period are as follows:
Y 5 B
Financial assets
ZEFF —ETHAF
2010 2009
# e T
HK$ HK$
AR ¥ RMB 4,757 6,083
3o SGD 3,767,273 3,053,712
RS JE 77 BT Sensitivity analysis
A £E ) B SO0 g T K N The Group is mainly exposed to the effects

B W Uk ) R B o A AR ) B B
BEZB¥EE EZ BT
SEHT M 3 ot K s N R 2 8
B > i 5 T b0 1 2 RE 2R3 0
S W% QAL BE
—E-FHFE+HA=+—H
1E 4 B 2 s 4R A% > s
188,602#5 7t (B 2 —FE L
E+_A=+—HIEFEEZ
it A W 152,990
JG) e
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of fluctuation in SGD and RMB. For the
currency risk of the Group’s financial assets,
the exposure is mainly in HKD against SGD
and RMB, if the exchange rate of HKD
against foreign currency has been increased/
decreased by 5%, the Group’s loss for the
year ended 31st December 2010 would
decrease/increase by HK$188,602 (profit
for the year ended 31st December 2009:
increased/decreased by HK$152,990).

e,



A 265 e % Pt

Notes to the Financial Statements

BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

5. sl kR E B (A4)

(D) JEkEE B ()
) #HEm b

5. FINANCIAL RISK MANAGEMENT
(continued)
(1) Risk management (continued)

(f) Operational risk
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B G ) o

7 45 ) B E e B 2 E R
oy A AR 5 T 1R R
B BUE B U R
| ¥ 2 5 & H A A o

R g ORYE R N R E
JEU B 2 1) 2 BB o T BAE S

BT Bt R 8 e R
BRYE > 3 T 5 (At A o 2 B 4
FeRRFF > LA K 20 e 5 4% I e o
SE e B K- > S AT

o B T E R A5 IR AE
& K TR EIT IR 0 8

Operational risk is the risk of direct or
indirect (loss)/profit arising from a wide
variety of causes associated with the
processes and technology supporting
the Group’s operations either internally
within the Group or externally at the
Group’s service provider, and from external
factors other than credit, market and
liquidity risks such as those arising from
legal and regulatory requirements and
generally accepted standards of investment
management behaviour. Operational risks

arise from all of the Group’s activities.

The Group’s objective is to manage
operational risk so as to balance limiting of
financial losses and damage to its reputation
with achieving its investment objective of

generating returns to investors.

The primary responsibility for the
development and implementation of controls
over operational risk rests with the Board
of Directors. This responsibility is supported
by the development of overall standards for
the management of operational risk, which
encompasses the controls and processes at
the service providers and the establishment
of service levels with the service providers,

in the following areas:
* requirements for appropriate segregation

of duties between various functions,

roles and responsibilities;
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BEF-FRET H=1—HILHE For the year ended 31st December 2010

5. sl E ke A B (A )

(1) mEEEBE (F
(f) HEWEE (FH)
o HEEITX B NE
25

o ST B ROCH ik AR
RE

B

o EREE RIS

o HUE B BAEEAL T T
JEVBE > A % S BB ik A
bz B RREFRESE
%

o HARFHH

o ETE L WSEREAE K

o WU B B R BE (M0
AR -

4397 0 5E ) B AR B L R
HEAT Wl > LA L% 8 B A 5 {1t
P 2 N B P (A R T
1) > Ak A s A B ey A
R 5 7\ By 2 B PR R R
R o

S

5. FINANCIAL RISK MANAGEMENT
(continued)
(1) Risk management (continued)
(f) Operational risk (continued)
* requirements for the reconciliation and

monitoring of the transactions;

e compliance with regulatory and other

legal requirements;

e documentation of controls and

procedures;

* requirements for the periodic assessment
of operational risks faced, and the
adequacy of controls and procedures to
address the risks identified;

* contingency plans;

e ethical and business standards; and

e risk mitigation, including insurance

where this is effective.

The Directors’ assessment over the adequacy
of the controls and processes in place at the
service providers with respect to operational
risks is carried out via regular discussions
with the service providers and a review of
the service providers’ reports on internal

controls, where available and practicable.
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

5. & miEBEE s () 5. FINANCIAL RISK MANAGEMENT
(continued)
(2) Fair value of financial instruments

Q) &R THZAFE
P ST (2Kl N 71T I = |

The Group measures fair values using the

WA B EEEZ AP EER following fair value hierarchy that reflects the

il BE 5 & A FE significance of the inputs used in making the
measurements:

55— A% AR LB R S BT * Level 1: Quoted market price (unadjusted) in

G HmE (CRETHE) an active market for an identical instrument;

B TR - LA m] B A BUR s Level 2: Valuation techniques based on

(& B4 (REHS ) s (B
BB ) Z i E 7% %
o BUELHE 66 N 51 07 ik AT
(2 TH - ST 2R i

observable inputs, either directly (i.e. as

prices) or indirectly (i.e. derived from
prices). This category includes instruments

valued using: quoted market prices in active

i 35 2 i 5 ¥ fE 5 AH R BSO8R markets for similar instruments; quoted
TR AR EL I B 5 2 A prices for identical or similar instruments in
ST A A B B markets that are considered less than active;
Tﬁ&?ﬁﬁﬁ/\ﬁ?iﬁﬁﬁ%%ﬁm or other valuation techniques where all

Z FE A A (E 7 1l 5 K

significant inputs are directly or indirectly

observable from market data; and

LI SR OO NI IR TR ) * Level 3: Valuation techniques using
A B A E T o 7% 00 B significant unobservable inputs. This
6 Al 16 J7 ¥ 3l FF 2 % W] B ¢ category includes all instruments where
PN & JENEIR TR 3 PN the valuation technique includes inputs
BH TR fAEAE KRR not based on observable data and the
Z A LR o 3% Bl $E DA unobservable inputs have a significant effect
T H 2 A8 AT il e - HH on the instrument’s valuation. This category
P M 2 2 AN A B R R includes instruments that are valued based
s Ll 5 2 T H o on quoted prices for similar instruments

where significant unobservable adjustments
or assumptions are required to reflect

differences between the instruments.
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BEF-FRET H=1—HILHE For the year ended 31st December 2010

5. sl E ke A B (A )

2 &M THRZAVE ()

A T I 85 L 2 S U
5 08 2 2 (8 A 17 5 90 o
51 A T - BT H A4
TR A S B £ 070
EATE-

T 3 B A 1 B A - R
2 SRR ot A7 85
PSR E T T DR ETEC
F14047 :

5. FINANCIAL RISK MANAGEMENT

(continued)

(2) Fair value of financial instruments (continued)
Fair values of financial assets and financial
liabilities that are traded in active markets are
based on quoted market prices or dealer price
quotations. For all other financial instruments,
the Group determines fair values using valuation

techniques.

The table below analyses financial instruments
measured at fair value at the end of the reporting
period by the level in the fair value hierarchy

into which the fair value measurement is

categorised:
e S 35
2010

U B B8 At
Level 1 Level 2 Level 3 Total
o o It 7t
HK$ HK$ HK$ HK$

BHERIEREZ Financial assets designated as

W& e held for trading

A 5 Equity securities 251,863,639 = 1,500,000 253,363,639
EH & 5 Debt securities - 20,040,785 - 20,040,785
251,863,639 20,040,785 1,500,000 273,404,424

S

.
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

5. sl B PR (AF) 5. FINANCIAL RISK MANAGEMENT
(continued)
Q) & THZAFME (&) (2) Fair value of financial instruments (continued)
“ERNE
2009

F—R BB =R st

Level 1 Level 2 Level 3 Total

Sy T T T

HK$ HK$ HK$ HK$

BiERFHEREZ Financial assets designated as

i held for trading

A 5 5 Equity securities 201,749,839 = 1,500,000 203,249,839
BHEE S Debt securities = 5,196,211 = 5,196,211

201,749,839 5196 211 1,500,000 208,446,050
REBE_F—FFER_FTNF There were no movement and gain or loss for
+HA=+—HILFEE > ihATE the financial assets in level 3 in the fair value
ERHENEF =R UBEEZR hierarchy for the year ended 31st December 2010
Jes AR A 54 ) o & 2009.

- __."y/w‘/
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BEF-FRET H=1—HILHE For the year ended 31st December 2010

S. il B B (A4F) 5. FINANCIAL RISK MANAGEMENT
(continued)
3 WMEHEERABRZBEEAFHE (3) Classification and fair value of financial assets
and liabilities
FHM 2 R T HRRE R The carrying amounts of each of the categories
HREEW T - of financial instruments as at the end of the

reporting period are as follows:

B4k A b4
HEzMHEEE SSRBRKE  EEMHEAR I il 44
Financial
assets
designated Other Total
as held Loans and financial carrying
for trading receivables liabilities amount
#u #u # 7t # 0
HK$ HKS$ HK$ HK$
[ S 213 31st December 2010
FZAZ+-R
BHERFHEREZ Financial assets designated as
WA held for trading 273,404,424 = = 273,404,424
TE W FOR 14 Accounts receivable, deposit
A and prepayment = 392,202 = 392,202
Bia RSRITH B Cash and bank balances - 13,104,498 - 13,104,498
273,404,424 13,496,700 - 286,901,124
e A TR L6 2 ) Creditors and accrued expenses - - 2,060,160 2,060,160
R EE A 31st December 2009
+ZA=+—H
HHRERFHEEEZ Financial assets designated as
WS B held for trading 208,446,050 - - 208,446,050
FE W FOR » 1 Accounts receivable, deposit
&g and prepayment - 363,069 - 363,069
Bl& R 5 B Cash and bank balances = 4,349,632 = 4,349,632
208,446,050 4,712,701 - 213,158,751
TR E B B R Creditors and accrued expenses - - 2,703,227 2,703,227
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

6. Wik S I th 5 3 W A 6. REVENUE AND OTHER OPERATING
INCOME
Wi it S HC A 48 4 U A o BT R An analysis of revenue and other operating income

are as follows:

“R-BE CITAE

2010 2009
&t T
HK$ HK$
W i Revenue:
A B BB B 2 AR 2 Interest income from deposits
FE A in financial institutions = 2
PR T ks (= Dividend income from financial
WS 2 B R A assets designated as held for
trading 392,662 2,662,778
392,662 2,662,780
HC At 2 WA - Other operating income:
BEE 58, i s 15 %A Exchange gain, net 374,502 =
Y R B 2 Gain on disposal of property,
g plant and equipment 185,069 -
A TE A Sundry income 562,017 —
1,121,588 -
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BEF-FRET H=1—HILHE For the year ended 31st December 2010

7.

78

E M
REBEE_Z-FFE_FTNFTZ
H=+—HILFE AL H 2l &
(&5 18) ¥ A1 73 3 E 2o A i g R
FLE WA B BB A - EHE > BR
7% 4 58 y T 35 A 1R JEL By B = A 36 A [l
o RIL > w255 B IR — 65 0 1
S A B I 2 AR VR R R B R
RAKE (18 i A < 268 0 B0
BEEAK

H 18 43

DA 7 MR 482 4% A B 5 8 o 7 T 35 (0
ZALEWADHT > AL Z Y5
s L ety (THEEFE MBI EE ) X
% R KB 2 0 B AR B E T TE
[ 72 #r

7.

SEGMENT INFORMATION

Business segments

During the years ended 31st December 2010 and
2009, the Group’s revenue and net (loss) profit
mainly derived from the interest income and dividend
income from investment holding. The Directors
consider that these activities constitute one business
segment since these transactions are subject to
common risks and returns. Given the nature of the
Group’s operation is investment holding, it is not
considered meaningful to provide a business segment

analysis of operating (loss) profit.

Geographical segments

The following is an analysis of the Group’s
revenue based on the location of the markets
of the respective investments; and the Group’s
property, plant and equipment (the “Specified Non-
current Asset”) and additions to property, plant and
equipment, analysed by the geographical area in

which the assets are located:

it Hom
Hong Kong Singapore
“3-%F  CETIE S3-8F  CRTAE
2010 2009 2010 2009
#0 T # 7 T
HKS$ HK$ HKS$ HK$
AR Segment revenue:
FE A Interest income = 2 - _
BB Dividend received 188,500 1,308,526 204,162 1,354,252
188,500 1,308,528 204,162 1,354,252
HAb g R : Other information:
REFNHEE Specified Non-current Asset 1,667,539 1,823,423 = =
REWE BE K Additions to property,
M plant and equipment 323733 1,970,904 - -
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

8. M MEAAE A ()i 1) i A

8. (LOSS) PROFIT FOR THE YEAR

ATTRIBUTABLE TO SHAREHOLDERS

—B—-BE BT
2010 2009
HK$ HK$
Ji R AL A A (5 1) T ) (Loss) Profit for the year
Ty &R AT & HAE 1R attributable to shareholders
i has been arrived at after
charging:
A% BRI P 4 Auditors’ remuneration 185,000 175,000
REEME Investment management fee 480,000 480,000
W3~ R B w3 85 Depreciation of property, plant
and equipment 464,686 302,002
HEWIEE A TEEE Net realised loss on disposal
Ei B EE C B of listed financial assets
i 15 1 AR designated as held for trading 19,505,894 158,147,514
WA E BIFER EZ Bl Net unrealised loss on
M EEREZ RED investments in listed financial
Jis 45 5 assets designated as held for
trading 25,993,930 16,226,096
TH ) 2 48 5 fH 49 FH 4 Operating lease rentals in
respect of rented premises 864,000 405,290
J& A5 A5 3K Share based payments 1,275,478 -
M B TA Directors’ remuneration and staff
costs
T&E Rk#H4 Wages and salaries 3,202,000 3,614,475
EX NS IR Y Contributions to pension
schemes 81,600 85,544
AR FEA And after crediting:
BRI E S IFEREE Net realised gain on disposal
FEHMBEE OB of unlisted financial assets
Wi 4 15 HE designated as held for trading - 237,588,236
WitgE BIFEEE ZIF Bl Net unrealised gain on
MHEEREZ R investments in unlisted
W ETREIE ] financial assets designated as
held for trading 4,144,574 1,896,211
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BEF-FRET H=1—HILHE For the year ended 31st December 2010

9.

10.

48 9. FINANCE COSTS
R R4 —EFIE
2010 2009
70 T
HK$ HK$
fier B A B Interest on borrowings wholly
(ZEh—F N B EEE) repayable within one year 209,615 163,206
=HME 10. DIRECTORS’ EMOLUMENTS
R R —ETNE
2010 2009
7t T
HK$ HK$
i Fees
HITHEE Executive directors - —
WAL AT E Independent non-executive
directors 360,000 360,000
ATE S 2 H A 4 Other emoluments of executive
directors
I 4 Management remuneration 1,464,000 1,985,774
FERUNESI 1 KE e Contributions to pension
schemes 30,000 40,525
P <5 A % Total emoluments 1,854,000 2,386,299

REFEN SHEEZMERENTE
WILE 1,000,000 00 ( ZFEZ L F
0 1,000,000 9T ) ©

AR JE A R 2 AR ) HE SR S AT AE
T P <= 1 % e 5 A SO A AR 4R B 2
HE <5 ol T Al > B R AR AR R
AL T AT ] P <

The aggregate emoluments of each of the Directors
during the year were within the emoluments band
ranging from HK$nil to HK$1,000,000 (2009: HK$nil
to HK$1,000,000).

During the year, no emoluments were paid by the
Group to the Directors as an inducement to join
or upon joining the Group or as compensation for
loss of office and no Directors had waived any

emoluments during the year.
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

10. EHM & (44) 10. DIRECTORS’ EMOLUMENTS (continued)
CATaEMN L (ZFEFIF:L4) The emoluments paid or payable to each of the seven
HEELXAZMEWMT : (2009: seven) Directors were as follows:

e S 33 RN
2010 2009
Rk 4t 3
s il o PAERIT i 4 441 il 4 48 55
Employer’s
contributions
Management to pension Total Total
Fees remuneration schemes  emoluments emoluments
W Ly W 7 T
HK$ HK$ HK$ HK$ HK$
iESE Executive directors
EFB Chung Yuk Lun - 960,000 12,000 972,000 972,525
B Liu On Bong, Peter = 384,000 12,000 396,000 396,000
B (M) Miu H. Frank (Note 1) - - - - 531,774
g 055 3 ) Shimazaki Koji = 120,000 6,000 126,000 126,000
BukaimEs Independent non-executive
directors
BRALYE (Mfit2) Chan Sze Hung (Note 2) 48387 - = 48,387 120,000
HEX Wong Wai Man, Raymond 120,000 - = 120,000 120,000
i 0 Kan Kwok Shu, Albert 120,000 = = 120,000 120,000
WK (H73) Lum Pak Sum (Note 3) 71,613 - - 71,613 =
% Total 360,000 1,464,000 30000 1,854,000 2,386,299
Mt - Notes:
1. ATERIE S S HEREN R ZFE 1. Appointed on 3rd March 2009 and resigned on 28th
JUE+ZH =+ /N HBHE - December 2009.
2. REF-FREFEALH - HLHAMFEEKE 2. Not eligible for re-election on 27th May 2010.
AT
3. AE-FERH L HERE- 3.  Appointed on 27th May 2010.
e 5
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BEF-FRET H=1—HILHE For the year ended 31st December 2010

11.

12.

1 B <&
AEBLAREMEN LS =4 (2
TENE =2 RARFESE HF
Z B 2R b SR RE108 7 o H AR W
Z(ZETRF WA NEZME
T

11.

EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments
in the Group, three (2009: three) were Directors of
the Company whose emoluments are included in the
disclosures in note 10 above. The emoluments of
the remaining two individuals (2009: two) were as

follows:

“EFFH —EFTHF

2010 2009
Wt W0
HK$ HK$
FEA B i K H A A ] Basic salaries and other benefits 1,048,000 846,000
AR AR 5 F AR K Contributions to pension schemes 35,100 24,000
Fil| 4 4 % Total emoluments 1,083,100 870,000

KEFN FZREZMESREN TF
W I E1,000,000% 70 ( ZEFJUFE &
# T 51,000,000 7T ) ©

BeIH
s R A5 B LA 5% w8 4F B 22 Al 5T E R
i ¥ B 3% Bl R 16.5% 71 & -

FH 7 A= £ [ 7 A 4F T R I 8 A w B R
i dait 1| > B AF B S 48 ol A o R A5 B
Fv A5t 485 4 o ply R R SRR i A F K R
i JE G 8 A TR S > BUEZHRR —F
TIUAFAE A s 78 A 22 4F N vt A BB -

12.

The aggregate emoluments of each of the employees
during the year were within the emoluments band
ranging from HK$nil to HK$1,000,000 (2009: HK$nil
to HK$1,000,000).

TAXATION
Hong Kong Profits Tax is calculated at 16.5% of the

estimated assessable profit for both years.

No provision for Hong Kong Profits Tax has been
made for this year as the Group had no estimated
assessable profit for the current year. No tax is
payable on the profit for 2009 arising in Hong Kong
since the assessable profit is wholly absorbed by tax

losses brought forward.
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

12. BeHE (#4) 12. TAXATION (continued)
S A JE Al T S M B AR G A TH IR 2 R 2 The taxation for the year can be reconciled to the
FrBLET (BE1R) i Al 2 BRI T (loss) profit before taxation per the consolidated

statement of comprehensive income as follows:

“F-BE  ETNE

2010 2009
HK$ HK$
FrBiHT (518 ) W& A (Loss) Profit before taxation (48,047,723) 58,768,321
275 W ) 15 BB %£16.5% Tax calculated at the Hong Kong
(ZFEFNHF:16.5%) Profits Tax rate of 16.5% (2009:
it 5 2 BLIH 16.5%) (7,927,874) 9,696,773
AN AT FNBG B S 2 BB Tax effect of expenses not
deductible for tax purpose 3,394 393,202
D JH AR B IR A 2 B 72 2 Tax effect of income not taxable
for tax purpose (95,326) (686,858)
ER TR R AP e Tax effect of deductible
o 5 5 28 temporary differences not
recognised 46,254 16,644
KMERBIEEH BB 2  Tax effect of tax losses not
recognised 7,973,552 958,210
B 2 AR 2 BUIHESTE  Utilisation of tax losses
previously not recognised - (10,377,971)
A AR BE B IH 3 Tax expense for the year - —
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BEF-FRET H=1—HILHE For the year ended 31st December 2010

12.

13.

14.

BLIE (42)

A AR > A 4R [ A A R R AR
i TE 5 18 49512,870,739% 00 ( —EE
JU4E 1 464,546,184%k 70) > Al F LAIE 8
B ME R B o F R R BE A B R E
75 38 R 2 IE R B Vi ) 8 B A R Bl S
o WL A B A5 B TE S 1R I R
R SEBLIE 7 o IRE BT RLLL > BLIEES
BAREH o

TR AR > AR 4R B R AR o ] 3 AT
MERRBHECHHEAMNR (ZFF
JUEE - 4E) o

Jit B,
EHGAERRBE T -FF+
A=+—HILFEEZIRMRBEL (=
TEIF ) -

R (EiR) B H

TR HEEA (1) B A 5 AR 95 A 4E B
515 #48,047,723 00 ( ZFFILAF -
AN Y A T BHS8,768,321 U0 ) K AR AR
JE BB AT 4 B IR 28 76,442,867
B ( ZFRIUE (K% 124,731,837
) MEtE -t B REA (BHE)
BT - B 2 R34 e 5k 43
Ak F—FF A +=H K _F
——4E—H U H AT 2 By A B 1E
M A E T —FER _EFEFE
JUE+ A =+ — B 1k 4 B AT f]
FLVE A i 5 2 By > WA R
(s18) B A SF g AR (EiE) &
FIHA ] o

12.

13.

14.

TAXATION (continued)

At the end of the reporting period, the Group has
estimated unrecognised tax losses of approximately
HK$512,870,739 (2009: HK$464,546,184) to set off
against future taxable income. No deferred tax
asset is recognised in respect of such tax losses
carried forward as the realisation of the related tax
benefit through future taxable profits could not be
reasonably assessed. The tax losses do not expire

under the current tax legislation.

The Group and the Company had no material
unprovided deferred tax liabilities at the end of the

reporting period (2009: nil).

DIVIDEND

The Board of Directors does not recommend the
payment of a final dividend for the year ended 31st
December 2010. (2009: nil).

(LOSS) EARNINGS PER SHARE

The calculation of basic (loss) earnings per share is
based on the net loss for the year of HK$48,047,723
(2009: net profit for the year of HK$58,768,321)
and the weighted average number of 76,442,867
(2009 (adjusted): 24,731,837) ordinary shares in
issue during the year. The weighted average number
of shares for the purpose of calculating basic
(loss) earnings per share has been adjusted for
the consolidation of shares on 23rd February 2010
and 14th January 2011 respectively. The amounts
of diluted (loss) earnings per share are the same
as basic (loss) earnings per share as there were no
potential dilutive shares during both the years ended
31st December 2010 and 2009.
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

\'.

15. Y2k ~ W B wk 15. PROPERTY, PLANT AND EQUIPMENT
HEmEEE  GRREE  HAFRMH R At
Leasehold Furniture Office Motor
improvement  and fixtures equipment vehicle Total
i Wi B i B
HKS$ HKS$ HKS$ HKS$ HK$
A COST
RZEENF—A—H At Ist January 2009 38,280 33,690 105,106 527,764 704,840
nE Additions 1,805,227 122,398 43,279 - 1,970,904
WEZEJFEF A=+ —HR At 31st December 2009 and
—“Z-%45—-A—H 1st January 2010 1,843,507 156,088 148,385 527,764 2,675,744
WNE Additions 6,000 75,850 241,883 = 323,733
HE Disposals (38,280) (33,690) (92,034) (527,764) (692,308)
REZZ—FHEFZH=Z4—H At 31st December 2010 1,811,227 198,248 297,634 - 2,307,109
Rt R ACCUMULATED DEPRECIATION
AND IMPAIRMENT
REZZNF—A—H At Ist January 2009 36,340 22,608 86,751 404,620 550,319
AR Charge for the year 169,401 13,729 13,319 105,553 302,002
REZENEFZA=+—HR At 31st December 2009 and
—“Z-%%5—-A—H Ist January 2010 205,741 36,337 100,070 510,173 852,321
RAEFmMER Charge for the year 362,122 38,969 46,004 17,591 464,086
Ji% th B B Eliminated on disposals (37,575) (27,612) (84,486) (527,764) (677,437)
RZZ—FFE+ZA=+—H At 31st December 2010 530,288 47,694 61,588 = 639,570
I NET BOOK VALUE
RZZ—FFE+ZA=+—H At 31st December 2010 1,280,939 150,554 236,046 = 1,667,539
WEEEREFZA=+—H At 31st December 2009 1,637,766 119,751 48315 17,591 1,823,423
MEENF-A—H At Ist January 2009 1,940 11,082 18,355 123,144 154,521
—
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BEF-FRET H=1—HILHE For the year ended 31st December 2010

16. Ped R B F1E H 8 2 5 & &

HELD FOR TRADING

16. FINANCIAL ASSETS DESIGNATED AS

—EF R “EENE
2010 2009
T T
HK$ HK$
B ERBFHEEEZ Financial assets designated as
W B held for trading:
REW L Listed in Hong Kong 248,096,366 198,696,127
a4 ] Listed overseas 3,767,273 3,053,712
251,863,639 201,749,839
E{ ] Unlisted 21,540,785 6,696,211
273,404,424 208,446,050
AT A=+ — B8 E A Market value of financial assets
FREZMBEEZTHE designated as held for trading
as at 31st December 251,863,639 201,749,839

I b T A A R BT R 2 A
e g M b m AT 2 R MR A
I A5 B 5 NI A R I G > AS AR I
Ji2 R MR It 2 25 R R E
A Rl (L B4 o AT 0 4 o D
BT o 25 KRB Z 55— L
Ho

The unlisted financial assets are unlisted equity
securities and convertible notes issued by listed
companies. The market for these financial assets are
not active, so the Group establishes the value by
references provided by the financial institution. It
includes the use of recent arm’s length transaction
and reference to another instrument that is

substantially the same.
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

16. iR E B E R B M & &

16. FINANCIAL ASSETS DESIGNATED AS

N, .

(#) HELD FOR TRADING (continued)
ARAR_F-FE+_A=+—HZ Particulars of the 10 largest investments as at 31st
TREEHEHEFEWF December 2010 are as follows:
Dividend
Proportion Unrealised received/
of investee’s gain (loss) receivable
Number of capital Carrying Market arising on during
Name of investee company shares held owned  value/cost value  revaluation the year
BEA % HEAEZ AR
Fi $§ # & A AEB e/
T BE N 4 TR 4 % B BRI W/ A M W () JE W Jit 6
HK$ HK$ HK$ HK$
T T T W70
a)  Rising Development Holdings Limited 30,000,000 2.16% 45,166,200 53,400,000 8,233,800 -
EREERARAR
Rising Development Holdings Limited N/A N/A 5,196,211 5,780,785 584,574 -
(unlisted convertible notes)
BRERETRARAR bl A -
(J b T 4 B SR 4%
b)  Freeman Financial Corporation Limited ~ 138,181,818 5.46% 38,000,000 47,672,727 9,672,727 —
B A ST I A R
¢)  Beijing Yu Sheng Tang Pharmaceutical 77,752,000 2.49% 22,216,713 26,046,920 3,830,207 -
Group Limited
R EEEEERA R
d)  G-Resources Group Limited 37,760,882 0.27% 18,502,832 23,034,138 4,531,306 -
I 4% R 4 L RN )
e)  China Tycoon Beverage Holdings 20,000,000 1.30% 20,071,800 19,600,000 (471,800) -
Limited
o R T IR A PR A
f)  Willie International Holdings Limited 71,700,000 4.84% 19,961,215 15,415,500 (4,545,715) -
L R R F A R
@ China Public Healthcare (Holding) 121,000,000 1.07% 25,652,002 11,011,000 (14,641,002 -
Limited
A L R (FEAR) AR
h)  Fulbond Holdings Limited N/A N/A 5,000,000 10,000,000 5,000,000 -
(unlisted convertible notes)
& AR A R bl b
(FF Bk 4R)
i) China Strategic Holdings Limited 34,593,332 0.94% 19,372,266 9,167,233 (10,205,033) -
MREBEHRAH
j)  Code Agriculture (Holdings) Limited 28,125,000 1.04% 14,906,250 8,437,500 (6,468,750) —
Fht 2 A RA R
g
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BEF-FRET H=1—HILHE For the year ended 31st December 2010

16. PedR 5 B F1E H 8 2 5 & &
(#)
A IR MG EE 2 HZHE L
N ZEH KRR (REZE R
] 5 1 T 2 AR ) A AN

(a)

(b &

B R AR AT (TR
R EFEE MRS FERFOHR
B i R H O DR
B 7 ¥R AR S (i) B R 8 B K (v)

BE-F-FFE=A=1+—HI
AR 5 TR R R S 2
KB AR A 1R A £5142,901,000
WT R E A SR 21,77
flyo i —F—FF=H=1+—
H HREZG A EEFEHAL
1,289,520,000%5 JC

WAEERARAR (TRY])
i B B S B AT R EAEE (D
HESS GOWERHLEE:

GiDfR BB R A 2T (iv)is
FEH s WG L vDIEE

i o

BE X -FHE=H=+—HI
E&a&ﬁﬂx%ﬁhﬁ SE Pl
KB AR A SR A £4297,486,000
B> BREARFNH1.16H
ﬂJJoﬁA*?*?EEHEJr*
HEEVACEEFHELD L
2,041,010,000{%71:0

16. FINANCIAL ASSETS DESIGNATED AS
HELD FOR TRADING (continued)
A brief description of the business and financial
information of the listed investee companies which
represents a significant proportion of the Group’s
assets, based on their latest published annual reports

is as follows:

(a) Rising Development Holdings Limited (“Rising”)
was incorporated in Bermuda and principally
engaged in (i) investment holdings and trading
in securities; (ii) manufacture and sale of fur
garments; (iii) trading of fur skins and (iv)

business of mining natural resources.

For the year ended 31st March 2010, the audited
consolidated net loss from ordinary activities
attributable to shareholders of Rising was
approximately HK$142 901,000 and the basic loss
per share was HK21.77 cents. As at 31st March
2010, the audited consolidated net asset value
was approximately HK$1,289,520,000.

(b) Freeman Financial Corporation Limited
(“Freeman”) was incorporated in the Cayman
Islands and principally engaged in (i) trading of
securities; (ii) property holding and investment;
(iii) insurance agency and brokerage business;
(iv) securities brokerage; (v) investment advisory

and (vi) investment holding.

For the year ended 31st March 2010, the audited
consolidated net profit from ordinary activities
attributable to shareholders of Freeman was
approximately HK$297,486,000 and the basic
earnings per share was HK$1.16. As at 31st
March 2010, the audited consolidated net asset
value was approximately HK$2,041,010,000.
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Notes to the Financial Statements
BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

16. iR E B ERE I MBHE &
(%)

(©)

(D)

A a0 M A= g 3 4R A PR A
(Mt T A 5 ) ) B 5% 2 5E ik
S E B S OME R &R (D
A B B rp BE T AR AE E L G
FRALRENE 5 Gv) @ R BOE B (v) Ak
FEMERE A MG R -

BEF-FFE=A=1— EiJL
@Edlﬁﬁaﬁﬁﬂiiﬂxiﬁw
(B RE mA@E@@%E
16,762,000% JG » A B 3 A 5 18
£50.92W Al o A —F —F4F = A
=+t—H  HRERGGEETHE
1£5946,726,0004% IC °

B P AR A BR A W] ([ BB
W) B SR S, EER
5(1)3‘%@%%%' Gi) 2 it 4 it & A

B 5 (i) T8 F = & SR

E\% VB HEE MV E &
% o
e EF—-FFEASA=ZTHIE

AR lﬁfﬁgﬁﬂxﬁ@ﬁm FES
B2 REZEGERTHA R
351,973,000% 7G » B it 5 A fis 18
Fy2. 5l e it = F—FEANA
=+H HRERGEEETFES
4,687,063,000%% TT ©

16. FINANCIAL ASSETS DESIGNATED AS
HELD FOR TRADING (continued)

(¢) Beijing Yu Sheng Tang Pharmaceutical Group
Limited (“Beijing Yu Sheng Tang’) was
incorporated in Bermuda and principally
engaged in (i) supply and procurement;
production and sale of Chinese medicines and
health care products; (iii) provision of finance;

(iv) securities investment and (v) intellectual

property and investment holding.

For the year ended 31st March 2010, the audited
consolidated net loss from ordinary activities
attributable to shareholders of Beijing Yu Sheng
Tang was approximately HK$16,762,000 and the
basic loss per share was HK0.92 cents. As at 31st
March 2010, the audited consolidated net asset

value was approximately HK$946,726,000.

(d) G-Resources Group Limited (“G-Resources”)
was incorporated in Bermuda and principally
engaged in (i) metals mining business;
(ii) provision of financial information and
management services; (iii) trading of electronic

goods and accessories; (iv) securities investment

and (v) investment holding.

For the year ended 30th June 2010, the audited
consolidated net loss from ordinary activities
attributable to shareholders of G-Resources was
approximately HK$351,973,000 and the basic loss
per share was HK2.5 cents. As at 30th June 2010,

the audited consolidated net asset value was

approximately HK$4,687,063,000.
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BEF-FRET H=1—HILHE For the year ended 31st December 2010
16. IR EBFHIEEE L M & E
(#E)
(e) TEIKRFEMBERARAF ([H

)

NI NIEIE 5= 8 | 7 VAR O
TR R N HH B R B A
E‘O

BE-_F-FFE+-_A=1+—H
1E AR B > o B K R RE A S
(B2 REREAERFHEOS
14,791,000%5 G » B LA 5 48 24
1218l o i —F —F4F+ - A
=+—H  HRBuG A EEFHE
£45808,648,000% JC

Ja A B A R A BR A R (T R
B B 1) A A s R AR
FOWERA IS GHBRER
B HE S GIDBUE S GnIRE
JBE B oM B ~ BR BRI BB R R E
7/)?\0

BE_ZFENLE+T+_HA=1—
H 1k 4F B > g B P M 5 4k 3
HEW 2 REFEEER AL 5
129,345,000%s JG » & i 2k A< &1 Al
£50.28WAlll - A —FERIJLEFE T A
=+—H> HEEZLG A EETHE
£42,530,020,000% JC °

16. FINANCIAL ASSETS DESIGNATED AS
HELD FOR TRADING (continued)
(e) China Tycoon Beverage Holdings Limited (“China

)

O(  RADFORD CAPITAL INVESTMENT LIMITED  #E#i Y ACH VG 45 B4 7

Tycoon”) was incorporated in Bermuda and
principally engaged in manufacturing and trading

of hard and stuffed toys.

For the year ended 31st December 2010, the
audited consolidated loss from ordinary activities
attributable to shareholders of China Tycoon was
approximately HK$14,791,000 and the basic loss
per share was HK1.21 cents. As at 31st December
2010, the audited consolidated net asset value
was approximately HK$808,648,000.

Willie International Holdings Limited (“Willie”)
was incorporated in Hong Kong and principally
engaged in (i) property holding and investment;
(ii) investment in securities trading; (iii) money
lending; (iv) investment holding and (v)
acquiring, exploring and developing natural

resources.

For the year ended 31st December 2009, the
audited consolidated net profit from ordinary
activities attributable to shareholders of Willie
was approximately HK$129,345,000 and the
basic earnings per share was HK$0.28. As at 31st
December 2009, the audited consolidated net
asset value was approximately HK$2,530,020,000.
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

16. iR E B ERE I MBHE &

(%)

(g

(h)

o s 3R RO (R AOBR A A
(M EALER]) RS ST
AT AR S ) B BRI AL
AT G R HUE BT & A it
HUAS ~ bl P R O B R U
HRBLZH 5 G A B BH R 554
ER KB GES BEFRS
£ K (3Rt TE A5 AH B IR B I
At 384 3 7B A5 ZE 55 1Y AH BE 42 il Ak
e

BEZFZZNHF+_H=1+—H
A > e B e R A R B A 3
MEB 2 BEEGAERTFEY
£49354,285,000%5 JG > B B A s
B F56.99% Al o A —EEJUE+
A=Z+—H HREGSEE T
{E#) £5727,437,000% JC °

R ERARAF ([ R
SO TER SRS RE
BB (B4R AR AR K @l fE
B~ PR B A AR A E f) o

BE_ZXENLEFE+_HA=1+—
H 1k 4F B2 > A 55 I 5R A 3% 4 2
B2 REZEGERTFHA R
53,877,0003 JC » 4 A 5 18 B
0.41F M- A=ZFFILFE+ A
=+—H  HRBEGEREETFHE
£459,511,0003& JC °

16. FINANCIAL ASSETS DESIGNATED AS
HELD FOR TRADING (continued)

()

(h)

China Public Healthcare (Holding) Limited
(“China Public Healthcare”) was incorporated in
Cayman Islands and principally engaged in (i)
hospital data evaluation analytics; (ii) hospital
information technology system for medical data
acquisition, processing and application system;
(iii) mining of mineral resources and accessories
in China; (iv) radio trucking systems integration
and (v) provision of telemedia-related and other
value-added telecommunication-related technical

services.

For the year ended 31st December 2009, the
audited consolidated net loss from ordinary
activities attributable to shareholders of
China Public Healthcare was approximately
HK$354,285,000 and the basic loss per share
was HK6.99 cents. As at 31st December 2009,
the audited consolidated net asset value was
approximately HK$727,437,000.

Fulbond Holdings Limited (“Fulbond”) was
incorporated in Bermuda and principally
engaged in manufacturing and trading of wooden
products (include blockboard and particle board,
door skin and other wooden products).

For the year ended 31st December 2009, the
audited consolidated net loss from ordinary
activities attributable to shareholders of Fulbond
was approximately US$53,877,000 and the basic
loss per share was US0.41 cents. As at 31st
December 2009, the audited consolidated net
liability value was approximately US$59,511,000.
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BEF-FRET H=1—HILHE For the year ended 31st December 2010
16. IR EBFHIEEE L M & E
(#E)
() TREBMARAAE (THE]) RE

)

W EE My > EERF ORI R E
R E W LA B GDRE SR
& R GiDf &R -

BE_ X -ZFTHFE+_H=1+—H
R4 o SR R AR A 3% 4 S 2
A% AR A IR A 558,641,000 45
JG > B B AR s 48 £y 1.59u Il o iR
R -REF A=+ —H > HEE
TN A B A E FHH £5788,392,000

Bl b 2 ¥ R A B A (TR R
)N E B M AL EEAR
HOMF 7T LB G K 85 &
B8 SRR E A S AR R 5 GiD iR
B 2 11 B AR R 2 Al B 2 A
T AR 5 5 Giv) B 5% SO BB AL R 471
A5 (VA& #h TR B X (vi)
PG HE W o

BE - F-FHE=A=+—HI
AFRE > RL b R SE R B ME A S 3E
Bz RERGZEEBRFELOL
269,331,000 70 > B % 5 A 5 15
F514. 208 - h —F —FF=H
=+T—H > HRBEREGEEFHE
£4910,179,000% TG °

16. FINANCIAL ASSETS DESIGNATED AS
HELD FOR TRADING (continued)

(i) China Strategic Holdings Limited (“China
Strategic”) was incorporated in Hong Kong
and principally engaged in (i) manufacturing
and trading of battery products and related

accessories; (ii) investments in securities and (iii)

investment holding.

For the year ended 31st December 2010, the
audited consolidated loss from ordinary activities
attributable to shareholders of China Strategic
was approximately HK$58,641,000 and the basic
loss per share was HK1.59 cents. As at 31st
December 2010, the audited consolidated net
asset value was approximately HK$788,392,000.

(j) Code Agriculture (Holdings) Limited (“Code
Agriculture”) was incorporated in Bermuda
and principally engaged in (i) research and
development; (ii) manufacture, sales and
marketing of agricultural machinery and
fertilizer; (iii) technical servicing of modern
agricultural technology and products in China;
(iv) development of digital television system

platform; (v) cordyceps related business and (vi)

investment holding.

For the year ended 31st March 2010, the audited
consolidated net loss from ordinary activities
attributable to shareholders of Code Agriculture
was approximately HK$269,331,000 and the basic
loss per share was HK14.20 cents. As at 31st
March 2010, the audited consolidated net asset

value was approximately HK$910,179,000.
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

17. REWCK I ~ 4% & K 7 A sk JH

18.

17. ACCOUNTS RECEIVABLE, DEPOSIT AND

PREPAYMENT

R R —EEIE
2010 2009
HK$ HK$
AT R b Prepaid annual listing fee 198,000 172,000
TE A AR 5 Prepaid service fee 45,932 45,509
4 ¥ & Rental deposits 144,000 144,000
At R Wi R T — R A2 Other receivable — broker 3,490 780
JHE i B S Dividend receivable 780 780
392,202 363,069

Bl 4 B AT &5 R 18. CASH AND BANK BALANCES
R R —EEIE
2010 2009
HK$ HK$
ERATAE K Deposits with banks 13,099,680 4,341,983
F Bl & Cash in hand 4,818 7,649
13,104,498 4,349 632

ARa MBS KR KN 2 B e KB &5 H
Y645 T 51 L 8 A B 2 RE B DL AE

Included in cash and cash equivalents in the

consolidated statement of financial position are the

BWEHEZ &8 following amounts denominated in a currency other
than the functional currency of the entity to which
they relate:

—R2—%F —TENF
2010 2009
AR RMB 3,998 5,379
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BEF-FRET H=1—HILHE For the year ended 31st December 2010

19. JEAF X E K IR E H 19. CREDITORS AND ACCRUED EXPENSES

—F—FF —EFTHF

2010 2009
T T
HK$ HK$
TEIEE H Accrued expenses 258,550 416,348
L Athy JE ASHRRTH — S8 40 Other payable — broker 1,801,610 2,286,879
2,060,160 2,703,227
20. g A 20. SHARE CAPITAL
I T £ MR
0.1% L2 0.0287K2
/i3 A TRy H %0
Number of Number of
ordinary ordinary
shares of shares of
Notes HK$0.1 each HK$0.02 each HK$
B Authorised:
REZZFNFETZH=ZT—HR At 31st December 2009 and
“E—FEFTA=1—H 31st December 2010 10,000,000,000 - 1,000,000,000
CHETRAR: Issued and fully paid:
RZEZNF—H—H At 1st January 2009 516,507,286 = 51,650,729
LT R BT Tssue of shares upon conversion
of convertible notes 300,000,000 - 30,000,000
BRI S ETRA URAIE  Issue of shares by placing
for cash 357,701,457 - 35,770,145
REZFEFZNFEFTA=1—H At 31st December 2009 and
R=-F—FF—~H—H 1t January 2010 1,174,208,743 = 117,420,874
A Capital reduction a (1,174,208,743) 1,174,208,743 (93,936,700)
B&H (E—) Share consolidation (5 in 1) a 234,841,748 (1,174,208,743) -
AT (B TR HE B 47 ik 1 Issue of shares for share options
exercised b 41,330,145 - 4,133,015
it fiz Rights issue c 1,104,687,572 = 110,468,757
R AT RO RGBS Issue of shares by placing
for cash d 50,234,378 - 5,023,438
H=FE—FEFH=+—H At 31st December 2010 1,431,093,843 = 143,109,384
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20. A (#F)

AR > KN 2 RAZEH T -

(a)

(b)

WoE—ZHE A+ IH (B2
RF ) > 3 e L HE S 0 B L 88 AT I
fy 2 TE{EL0.10%5 7T I ¥k ££0.02% 7
(T A B ) ) o bl 15 A4 1) sk e
EAZERD AEKE AL A Z
S5 Al TSR EE (A0 ) A% e g
TN A 28] 43 IR AR AR A
R o A BEAHI I A — & —F4F A
T = HARAENSE > AR R
H0.02#s 02 C BT E & 1F 54
— & A B% T {H0.10%5 JC 2 & BF i
By o

o E-FENAEH AR
CAZ G 416,330,145 0> 1 e HE >
Al AAT A8 A5 10,3339 JC RR I A
o8 Al A 2 e i . —
FAHENMA —~+—H> 16,330,145
14 i P HE 2 4 2% 01 7 fof I 46
16,330,145 1% & JIX 1 {H0.10% 6. 2
LAy o

M oFE—FELANH S AAFE
% & 3£25,000,00015 B BEHE > 7]
DAAT (B A 0. 17967 TCRB AR /A
Al A v 2 A e o A A
£ At H > 25,000,000 i B HEE
2R A T o 3 9 R £ 25,000,000
5 I TET{EL0. 109 JT 2 8 I 4

20. SHARE CAPITAL (continued)

During the year, the movements in the Company’s

share capital are as follows:

(a)

(b)

On 19th February 2010 (Cayman time), the
court approved the par value of each issued
share of HK$0.10 to be reduced to HK$0.02 (the
“Capital Reduction”). The credit arising from
such reduction was applied towards cancelling
the accumulated deficit of the Company with
the balance (if any) to be transferred to the
distributable capital reduction reserve account
of the Company. Upon the Capital Reduction
becoming effective from 23rd February 2010,
every five issued shares of HK$0.02 each was
consolidated into one consolidated share of
HK$0.10 each.

On 7th April 2010, the Company has granted
an aggregate of 16,330,145 share options to
subscribe for the ordinary shares in the capital
of the Company at an exercise price of HK$0.333
each. On 21st April 2010, 16,330,145 share
options were fully exercised into 16,330,145 new
shares of HK$0.10 each.

On 6th July 2010, the Company has granted
an aggregate of 25,000,000 share options to
subscribe for the ordinary shares in the capital of
the Company at an exercise price of HK$0.1796
each. On 7th July 2010, 25,000,000 share options
were fully exercised into 25,000,000 new shares
of HK$0.10 each.
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BEF-FRET H=1—HILHE For the year ended 31st December 2010

20. A (4F)

21.

(b)

()

(d

(%)

A A A B i I RE S AT (DA RR
W A 341,330,145 8 A A 7]
& R 259,927,939 ot > H
4,133,015% 70 A IR & B A K 8k
5,794,924 70 HI) A BR 2 I
i 8 iR - 1,275,478 o0 B B % A
PR fofh A A 0 06k R R M A 3t
7,070,402%5 o6 A R £ & 4y i 1E
R o 5% 55 3 5 ¥ 75 G B 5E3 R 4 K
TH 32 5y it # Z BUSK »

EMIRA AR AR HME T —F
FEH T FH=HZ MR ER X
R ZF—FFENATAH>
1,104,687,572 % fit & & 17 T3 4% ik
HOR LBk H BB — i iy
BE DY R Ak B B 1y 2 B DL R
#70. 1045 JC 2 AE A& 3547 I Bie 5% T A
gz Nt

T —FFENAZ+H > AR
75 A i F B 0. 10 T BE AT I L
#%50,234,378 /% 1 L M {E0.10% 7T
2 ey e

Jik Jz it

ARARER _FFHFE_ALHE
2 P S PR A R R ([ RZ R
) FEBAWN S MER LG EKE
B 2 38 ) o 5% 7 B —F — AR
“H-ERER ([HERRERR]) - R
%l # o AL ) ] A A R
B (AR A L HWE AR 2 #EH)
FAT AT Ho At N £ (BL 45 A~ A it 2
QB 5 - fERER S5 ) 35 3 BORE LA
Ao A 2 F B4 o

20. SHARE CAPITAL (continued)
(b) (continued)
During the year, share options were exercised
to subscribe an aggregate of 41,330,145 ordinary
shares in the Company at a consideration of
HK$9,927,939 of which HK$4,133,015 was
credited to share capital and the balance of
HK$5,794,924 was credited to the share premium
account. HK$1,275,478 has been transferred from
the share option reserve to the share premium
account, total HK$7,070,402 was credited to the
share premium account. These transactions are in
accordance with policy set out in note 3 — share-

based payment transactions.

(c) With reference to the prospectus documents of
the Company dated 23rd July 2010, rights shares
of 1,104,687,572 on the basis of four rights
shares for every share held by members on the
record date at a price of HK$0.10 each were
issued and allotted to successful applicants on
16th August 2010.

(d) On 20th August 2010, the Company had issued
and allotted 50,234,378 new shares of HK$0.10
each at HK$0.10 per share by placing.

21. SHARE OPTION SCHEME
The Company’s share option scheme (the “Scheme”),
was adopted pursuant to a resolution passed on 7th
February 2005 for the primary purpose of providing
incentives to Directors and eligible employees,
and will expire on 7th February 2015 (the “Option
Period”). Under the Scheme, the Board of Directors
of the Company may grant options to eligible
employees, including Directors of the Company and
its subsidiaries and any other persons including
consultants, advisors, agents, customers, suppliers,

etc. to subscribe for shares in the Company.
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

21. W REGH 3 (A ) 21. SHARE OPTION SCHEME (continued)

TE R 882 3 A M o ST At HE 2 1 U
o ARYERZET B A 4% 2 R R
I MBI 2 AR A A R R E
BEATBAR 2 10% © FE R AN 7] R =
e HEZ 8 DU AT Aol — 4 9] 4T fof
B AN 352 0 2 B B O e 2 B 1y B
H A5 B AN 5 AR B 817 I 2
1% o i [) == 22 i 3 sk f o7 I AT B
P2t 2 W e R R AR R AR 2.0.1%
o% {8 {8 #%5,000,000% JC > HI 78 & 5
St NN N 2 1

4 U HE T S S S A 19 oo 2 AU{E
& AT T 2 W R R 1R T R
FE =t F A o B T A
H R P A AT Ry ) AT {68 o 47 {08 ) ol AR
AEEFHEE AR DROERT
HH (eZH 58 36 H) Bt se B i i
R EA B B < WO AE S G B4
%7 H A R 52 5 H B s B g H
1 2 P i SB35 % G AS
AEEBZEE (U= RkmE 5

i) .

The total number of shares in respect of which
options may be granted under the Scheme is not
permitted to exceed 10% of the shares of the
Company in issue at any point in time, without
prior approval from the Company’s shareholders.
The number of shares in respect of which options
may be granted to any individual in any one year
is not permitted to exceed 1% of the shares of the
Company in issue at any point in time, without prior
approval from the Company’s shareholders. Options
granted to substantial shareholders or Independent
Non-Executive Directors in excess of 0.1% of the
Company’s share capital or with a value in excess of
HK$5 million must be approved in advance by the
Company’s shareholders.

Options granted must be taken up within 30 days
of the date of grant, upon payment of HK$1 per
option. Options may be exercised at any time during
the Option Period. The exercise price is determined
by the Directors of the Company, and will not be
less than the highest of (i) the closing price of the
Company’s shares as stated in the Stock Exchange’s
daily quotation sheet on the date of grant, which
must be a business day; (ii) the average closing price
of the shares as stated in the Stock Exchange’s daily
quotation sheets for the five trading days immediately
preceding the date of grant; and (iii) the nominal

value of the Company’s shares.
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Notes to the Financial Statements

BEF-FRET H=1—HILHE For the year ended 31st December 2010

21. WS REGT & (4F)
R R AR R RS %A

S B J A 4 B 2 B Y 1 L ¢

21. SHARE OPTION SCHEME (continued)

The following table discloses details of the
Company’s share options and movements in such

holdings during the current year:

Outstanding Outstanding
at Granted Exercised Cancelled Lapsed at Exercise
1st January during during during during  31st December  Exercise price
Date of grant Eligible person 2010 the year the year the year the year 2010 period per share
RZZ-34 e 2 3
~A—H +ZAZt-R
fHi AEKAL AT RE R TR 17 B A ik AR KM MATTHE AT T lRef b
7th April 2010 Executive directors of = 7,020,000 (7,020,000 = = - 7th April 2010- HK$0.333
the Company 6th April 2012
“E-TE AAAZATES “Z-ZENALARE 0.333% 7
MALH “F-CEMARHA
7th April 2010 Employees of the Company - 9,310,145 (9,310,145) - - - 7th April 2010- HK$0.333
6th April 2012
“F-%F ARFAZER “E-ZENALAE 0.333% 7
WWHEH ZE-TENARA
6th July 2010 Continuous contract employee - 2,500,000 (2,500,000 - - - G6th July 2010- HK$0.1796
5th July 2012
“F-%E FARAER SE-ZELARHE  01796%T
tAAH “F-"ELREA
6th July 2010 Directors of Investee = 12,500,000 (12,500,000) = = - Gth July 2010- HK$0.1796
Companies 5th July 2012
It S 2 UEZRENF S “E-FELAARE  01796ETT
tARE SF-CELALH
6th July 2010 Employees of securities broker - 10,000,000 (10,000,000) - - - Gth July 2010- HK$0.1796
& Investee Companies 5th July 2012
“F-%F AR IHERRE AT ZER “E-TELAREE 01796
tAXH “E-CHEEAER
- 41,330,145 (41,330,145 - - -
PR HH —F-FFENWH L H K The fair value of the total options granted in the year
E—FIELHANHFIBZERNZHZ measured as at the date of grant on 7th April 2010

BT A W B 22 N 7 (B 43 Bl 2 422,460
W JC 12853,0185 7T » AR 23 i A )
ST AT AR E A S A E
IRe T {1 ) 2 2 B AR %

1. FEHA U IR 5 16.27% £34.09% S

2. MMBEREERT,

"

o

and 6th July 2010 were HK$422,460 and HK$853,018
respectively. The following significant assumptions
were used to derive the fair value using the Black-

Scholes option pricing model:

1. an expected volatility range of 16.27 to 34.09 per

cent;

2. expected annual dividend yield is nil;
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

21

22.

e B HE T ) (A7)

3. AR NPT R M I RE 2 A ST A SO
R WA )

4. A ZF— AR B 2 A e
& 25 Fir ik 2 1 %43 Fll 0. 766%&
0.598% > H 4% £% 4 A A 5t 5 4 5l
“E-FENAELH K FE—
FHEL AN BRI EREZ AF
{H -

Fa ) se—4T W 3 0 6 e (B A U B A
e B LR R o B JRE B0 o A
F B AR w2 2 B T B A A A (A
IEDN 7 ENIE &3V fﬁ]ﬁ*ﬂiﬁiﬁ
Ph g $2 it ,ﬂ%ﬂx%/\’w‘ﬁz“raﬁi
= o

HILAS AF 4 A T % 22 B TSR T i B 2
MNER7TET (ZFEFNLF T

21. SHARE OPTION SCHEME (continued)

3. the estimated expected life of the options
granted during the year is 2 years; and

4. the quoted interest rate for the Exchange Fund
Notes with maturity in 2012 were 0.766 per
cent and 0.598 per cent respectively which are
adopted to calculate the fair value of options
granted on 7th April 2010 and 6th July 2010
respectively.

The Black-Scholes option pricing model requires the
input of highly subjective assumptions, including
the volatility of share price. As changes in subjective
input assumption can materially affect the fair value
estimated, in the Directors’ opinion, the existing
model does not necessarily provide a reliable single

measure of the fair value of the share options.

Total consideration received during the year for
taking up the options granted is amounted to HK$17

Jo) °

fif

(2009: HK$nil).

22. RESERVES

LY HA
o b T O TR M Y I ik ¥ At
Share Convertible Capital
Share option notes redemption  Accumulated
premium reserves reserves reserves losses Total
HK$ HK$ HK$ HK$ HKS$ HK$
NEENFE-A—H At 1st January 2009 482,671,404 = 846,108 168,800 (463,839,978) 19,846,334
SRR AR BT R G Issue of shares upon
conversion of convertible
notes 15,000,000 - (846,108) - - 14,153,892
BREE AT UG H S Issue of shares by placing
for cash 3,240,000 - - - = 3,240,000
BATIR M B X Shares issue expenses (1,150,474) - - - - (1,150,474)
T A Total comprehensive income - - - - 58,768,321 58,768,321
AEBNFEF A=+ —H At 31st December 2009 and
E=Z—FE-H—H Ist January 2010 499,760,930 - = 168,800 (405,071,657) 94,858,073
B 1 i Capital reduction = = - = 93,936,700 93,936,700
i P 4 Share option benefits - 1,275,478 - - = 1,275,478
7 e Exercise of share options 7,070,402 (1,275,478) - - - 5,794,924
AT AR B Shares issue expenses (4,418,333) - - . 4 (4,418,333)
2 i 48 A 5 Total comprehensive loss = = = - (48,047,723)  (48,047,723)
R=Z—ZEFZH=+—H At 31st December 2010 502,412,999 - - 168,800 (359,182,680) 143,399,119
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Notes to the Financial Statements

BEF-FRET H=1—HILHE For the year ended 31st December 2010

23, R I
AR5 R > AR 4R B R 95 AN T e 4%
o FH A g AH R W) 2E P B B AT R B R I
AR 4 3k TR IS 2 JE i AE R R

23. COMMITMENTS
At the end of the reporting period, the Group had

outstanding minimum lease payments under non-
cancellable operating leases in respect of rented

premises which fall due as follows:

—EFFH —EFTHF

2010 2009

Wt W0

HK$ HK$

— 4R Within one year 720,000 864,000
BRI NAE In the second to fifth years

(BL¥EE B W) inclusive - 720,000

720,000 1,584,000

KBS AL B EY K
A 2 f 4 o KRB AH 4 i &5 05 R T
FIv S A 2 ST 7 1] € - 220 4 ) 7%
A o

24. & g K4
R BRI R o A 4 MR O A
271,904,424% 70 ( ZFF JL4F :
206,946,050% J0) Z Wi 15 E 5 FE1E H
B2 MG E A O A 5 T 1T
JEE Fl T 1) A8 A0 AR HE HE A o

25. 3B Pk 5 A st
A B2 B 7y B A 5 B IR B A AT 5 A
KRR R FE B R E A E
Sy B A I AR RE N AR & K
H o

24.

25.

Operating lease payments represent rentals payable
by the Group for office property. Operating leases
are negotiated and payments are fixed for an average

of 2 years.

PLEDGE OF ASSETS

At the end of the reporting period, the Group’s
investments in financial assets designated as
held for trading with carrying value amounting
to HK$271,904,424 (2009: HK$206,946,050) were
pledged to brokers to secure margin financing

provided to the Group.

RETIREMENT BENEFITS SCHEME

The Group operates a Mandatory Provident Fund
Scheme for all qualifying employees. The assets of
the schemes are held separately from those of the

Group, in funds under the control of trustees.
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

26. i 8 Fit g 2 W) s 18
TS A T A > M L A AR B

S E

AT RE U A L E A H R Win-
Win Business LimitedZ 4 #lHE %5 o

% W 2~ m R H 2 R E
*

26. LOSS ON DISPOSAL OF A SUBSIDIARY
No disposal of a subsidiary of the Group in the

current year.

In 2009, the Group disposed of its entire interests in

Win-Win Business Limited.

The net assets of the subsidiary at the date of

disposal were as follows:

—BEHE

2009

T

HK$

WA E BFFRE B EE Financial assets designated as held for trading 3,058,095
i & B R AT 45 B Cash and bank balances 2,860
TEIEE H Accrued expenses (630)
HEFE Net assets 3,060,325
65 Bt g 2 R e 1R Loss on disposal of a subsidiary (2,220,325)
B4 AUAE 3 Net cash consideration 840,000
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BEF-FRET H=1—HILHE For the year ended 31st December 2010

27. RELATED PARTY TRANSACTIONS

27. M ARG

(@) AEMRAFEENEARLERH W

B PETT TR DT L 5

(a) The Group had the following related party
transactions during the year which were

carried out in the normal course of the Group’s

business:
Name of related party Nature of transaction 2010 2009
oA 34 5 4 2o E ZEFF P
HK$ HK$
CU Investment Management Investment management 480,000 480,000
Limited (Note 1) fee
BEREEMARAA (M) HEEMHE
Chung Nam Securities Interest expenses 209,615 32,522
Limited (Note 2)
R LR A R A (M AE2) FLE B 52
Brokerage fee 1,578,745 563,644
S |
Freeman Investment Holdings Rental expenses - 18,290
Limited (Note 3)
REBEERARAF (H7E3) e
Global Day Limited (Note 3) Rental expenses 216,000 144,000
ZHARRA (BiE3) H 45 B X
Wise Sky Limited (Note 3) Rental expenses 216,000 -
Wise Sky Limited ( #/7£3) HHL 48 BA 52
MFE - Notes:

D) AAFABEFHBAEEMERAA
(TE W& ) 5T 57— T 80& 45 3
o BT B WL Ry A 2 B AR
Mo EET =4+ — A = HEAM
AR o AR ) B W ROE HARRT L —
T 1 4 B 7 W ok B B
ZEEJE—H— HE RS H 40,000
EST

S

.

(1) The Company and CU Investment Management Limited
(“CUIM”) entered into an investment management
agreement for appointing CUIM as investment manager
of the Group for an initial term of three years
commencing on 3rd November 2003. The Company
and CUIM then entered into a supplemental investment
management agreements subsequently and the
investment management fee is HK$40,000 per month

effective commencing from 1st January 2009.
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

27. BT R Y (#)

@)

3

A 5E B P R GE R A IR A ] ([
FEFS ) RISL AT R R Bk 7k - A
A o R AIE 25 B S 7 R R T R
AEE B EEERBREE L
ARES R FFELA A
Hennabun Capital Group Limited
([Hennabun 1) i & B & 2 C
BEAT A o B R % AU > Hennabun &
S A ) RS A A T 2 B R A o
1 7 3 2% A Hennabun 2 [ % 2= & Fff
AT ZEFIEEA ZHRE
B AE I BN L R T —
FEFTHA=ZT—HIFEE AEH
EM—FFE-_H-HE2_F-F
FEHZH=1T—HZHREERF m
R S % AT A AL 2 G 41,578,745
W T B A R RS RLR (HBR A i
A)209,615%5 IC » 1T 5% 55 28 5 M )i B
i

A R R s A £ E IR TE(E 5
270,841,624 76 2 H 15 %E  FRfE H
B2 BB ROA O K T R Gk
Z5 > DA HUAS AR 4R 46 At 2 £F e Al
%fc

AEMEE HAERAER ([ZH]1)FT
ST U EBA A E > |
ZEENET—H— BRI
A £72,000% 0 - ZHEC R =&
—ZA4E = H 4 /\H HiZ H #G E Wise
Sky Limited ([Wise Sky |) - I Wise
Sky 2 8 2% B 3 & o

2 H KwWise Sky¥ £ R A 25 #5 1)%
ARAR (TRE]) (—ZKREF S
T B2 A ) 2 A S A
A RECH -ZFNFENLA=Z1TH
BEoR—REF AT HRRAE
#50% 2 Hennabun B {7 > A it w5 L
TR S o B R R g A F R
a3 [ A A A A T 2 BN A o R
ZF-RENH 1 /\H > Wise Sky
ANy B M A R A | o Sl PRI
NP F AR AR B 2 B T o

27. RELATED PARTY TRANSACTIONS
(continued)

(2) The Group had entered into margin financing facilities

arrangement with Chung Nam Securities Limited

(“CNSL”) through the opening of margin trading

accounts with CNSL to deal in securities of listed

companies in accordance with the investment objective

and policies of the Group. On 2nd July 2009, Hennabun

Capital Group Limited (“Hennabun”) acquired the

entire issued share capital of CUIM (“Acquisition”). As a

result of the Acquisition, Hennabun and its subsidiaries

became a connected person of the Group. CNSL is an

indirect wholly-owned subsidiary of Hennabun and

has become a connected person of the Group since
2nd July 2009. For the year ended 31st December

2010, the Group paid to CNSL brokerage fees totaling

HK$1,578,745 and margin facilities interests, net of

interest income, amounted to HK$209,615 respectively

in respect of the margin trading accounts from 1st

January 2010 to 31st December 2010 which constituted

related party transactions.

At the end of the reporting period, the Group’s

investment in financial assets designated as held

for trading with carrying value amounting to

HK$270,841,624 were pledged to CNSL to secure margin

financing provided to the Group.

(3) The Group entered into a tenancy agreement with
Global Day Limited (“Global Day”) to lease the
existing office for a term of two years starting from

1st November 2009 at a monthly rent of HK$72,000.

The tenancy had been assigned by Global Day to Wise
Sky Limited (“Wise Sky”) on 18th March 2010, which

became the new landlord.

Global Day and Wise Sky are indirectly wholly-owned

subsidiaries of Freeman Financial Corporation Limited

(“Freeman”), a listed company on the Stock Exchange

of Hong Kong. Freeman held over 50% shares in

Hennabun from 30th September 2009 to 22nd December

2010, so Freeman and its subsidiaries are regards as a

connected person of the Group for the purpose of the

Listing Rules during the abovesaid period. On 28th June

2010, Wise Sky ceased to be a wholly-owned subsidiary

of Freeman, and thus ceased to be a related party to the

Group.
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27. BET R Y (4) 27. RELATED PARTY TRANSACTIONS
(continued)
(b) TAHRE AR > FEAT B 2w 3k IH 40 (b) At the end of the reporting period, the amount
N due to related company is as follows:

—EFFF —ETHAF

2010 2009

HK$ HK$

R Ak 25 A BR 2 Chung Nam Securities Limited 1,801,610 2,286,879
(o TZEEMANBZME (A (¢) Remuneration for key management personnel,
TARLN A ESE (108 ##E) including amounts paid to the Company’s
KT mmHE & (I sE 1 ik Directors as disclosed in note 10 and certain of
) Z ) W the highest paid employees as disclosed in note

11, is as follows:

—FFH —EFTHEF

2010 2009
Wt o
HK$ HK$
RS Directors’ fee 360,000 360,000
B~ R KCE W A A Salaries, allowance and benefits
in kind 1,464,000 1,985,774
568 1 2 AR 4 1 K Mandatory provident fund
contribution 30,000 40,525
1,854,000 2,386,299
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28. INTERESTS IN SUBSIDIARIES

28. i Mt g 2 W] 2 B AR

Bt JB§ 2 B REAE 0T Details of the subsidiaries are set out as follows:
Paid up issued/
registered Percentage of
Name of Place of ordinary equity attributable Principal activities
subsidiary incorporation share capital to the Company and place of operation
srows/ A w) B A
Wt 8§ 2~ ] 4 sk i B 1 2 sk 35 28 % Je A T A 7 b FEEH RN
UsS$ Direct Indirect
*u HE fil %
% %

Winning Horsee Limited British Virgin Islands 1 100 - Trading of financial assets

) el designated as held for

trading in Hong Kong
R E YR E AR
HZMBEE

Fortuneway Limited British Virgin Islands 1 100 - Investment holdings

b9 Vg PR B
Sunluck Investments Limited  British Virgin Islands 1 100 - Investment holdings

KBTS AR
Next Method Limited British Virgin Islands 1 100 - Investment holdings

b9 Vg PR B
Winning Point Limited British Virgin Islands 1 - 100 Inactive

S I L B LE £

-
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20. 5 B A 2 ) BB R W 2 2 % R

A B A BB IR DL R 2 B AL

29. INFORMATION ABOUT THE STATEMENT

OF FINANCIAL POSITION OF THE

COMPANY

of the Company includes:

Information about the statement of financial position

—R—RE ETNE
2010 2009
0 7 TT
HK$ HK$
I E E Non-current assets
L ESY N & i Property, plant and equipment
(Mfat15) (Note 15) 1,667,539 1,823,423
i BT g 2 R 2 A Interests in subsidiaries
(H7t28) (Note 28) 121,607,082 81,404,543
123,274,621 83,227,966
) E Current assets
i <5 o FE A EROA Deposit and prepayment 387,932 361,509
B4 B SRAT 45 B Cash and bank balances 13,100,948 4,345,482
13,488,880 4,706,991
e H R Current liabilities
JEASH R T B T 4R 2 Creditors and accrued expenses 258,550 416,348
258,550 416,348
L) & Net current assets 13,230,330 4,290,643
HEFHE Net assets 136,504,951 87,518,609
A I et A Capital and reserves
A (B it20) Share capital (Note 20) 143,109,384 117,420,874
it Reserves (6,604,433) | (29,902,265)
T 5 A0 Total equity 136,504,951 87,518,609
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BEEF-FFE T HA=1T—HILFE For the year ended 31st December 2010

30. i MR FE 30. EVENTS AFTER THE REPORTING PERIOD

MR A A - FE—FENAH
2ot EHEERETIRAEH E
W R (DA 2N 6] B3 AT A 10 i
BE it A — ke BITE 0 RG ([& 5
Bty )) RGBS E BB BT S
ey (TR Ry ) ) 2 ELAE A
0.90% 70 > Bl T A E 81T & ki 2
T B R A 21,009 JT HI 3 2 4 %0.10
B lAREHE R _-F——F—H
b HE E R WA SRR AR U
AN T 235 E AR £51,000,000,000
# 9T (43 £510,000,000,000 % 48 4 #&
efy) MARNF 2 EBAITRAN L
14,310,938% 7G (43 £5143,109,384 /1% K&
i BE Ay ) e

With reference to the announcement dated 2nd
September 2010, the Directors proposed to effect
the capital reorganisation which will involve (i) the
consolidation of every 10 shares in the issued share
capital of the Company into one issued consolidated
share (the “Consolidated Share”) and (ii) the
reduction of the nominal value of every issued
Consolidated Share from HK$1.00 each to HK$0.10
each by cancelling HK$0.90 of the paid up capital
on each issued Consolidated Shares (the “Adjusted
Shares”). The capital reorganisation has become
effective after close of business on 21st January
2011, so the authorised capital of the Company will
be HK$1,000,000,000 divided into 10,000,000,000
Adjusted Shares and the issued share capital of
the Company will be HK$14,310,938 divided into
approximately 143,109,384 Adjusted Shares.
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Five Years Financial Summary

RET A= HIRER

Years ended 31st December

R ZEERNF “EENE “ERLA ZERRE
2010 2009 2008 2007 2006
o T BT ST BT
HKS$ HKS HKS$ HKS$ HKS
ES Results
g Revenue 392,662 2,662,780 3,612,005 1,703,629 12,278,004
BrBLAD (K18 ) i A (Loss) Profit before
taxation (48,047,723) 58,768,321 (388,624,547) (29,720,157) (28,541,032)
B Taxation - . _ _ N
AL (ER) (Loss) Profit for the
i Al year attributable to
shareholders (48,047,723) 58,768,321 (388,624,547) (29,720,157) (28,541,032)
BN ER Assets and Liabilities
ngE Total assets 288,568,663 214,982,174 128,134,708 487,023,703 166,257,798
ek Total liabilities (2,060,160) (2,703,227) (56,637,645) (69,518,964) (5,812,525)
BEFH Net assets 286,508,503 212,278,947 71,497,063 417,504,739 160,445,273
A Share capital 143,109,384 117,420,874 51,650,729 36,344,729 31,584,908
fit Reserves 143,399,119 04,858,073 19,846,334 381,160,010 128,860,365
HE 26 4 Total equity 286,508,503 212,278,947 71,497,003 417,504,739 160,445,273
gy -,“‘_,:M’.--_ -
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