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2011 ANNUAL RESULTSANNOUNCEMENT

The Board of Directors (the “Board”) of PME Grouprlited (the “Company”) announces the consolidaesiiits
of the Company and its subsidiaries (the “Groupf)the year ended 31 December 2011 and the coriyaafigiures

for last year as follows:

CONSOL IDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2011

2011 2010
Notes HK$'000 HK$'000
(Restated)
Turnover 3 266,890 205,508
Revenue 3 265,683 174,079
Cost of sales (183,137) (148,922)
Gross profit 82,546 25,157
Other income, gain and loss 4 34,631 8,232
Selling and distribution expenses (6,259) (9,590)
Administrative expenses (63,578) (128,950)
Increase in fair value of investment property 500 600
Gain on disposal of subsidiaries - 7,548
(Loss) gain on disposal of convertible bonds
designated as financial assets at fair valuautiiro
profit or loss (623) 500
Gain on disposal of available-for-sale investments 7 - 13,971
Loss on disposal of derivative financial assets (6,979) -
Impairment on available-for-sale investments (71,802) -
Impairment on interests in associates (132,302) -
Loss on deemed partial disposal of an associate (20,782) -
(Loss) gain on disposal of held for trading investits (474) 8,975
Change in fair value of convertible bonds desighate
as financial assets at fair value through pfioss 5 (563,732 4,401
Change in fair value of derivative financial assets - 10,952
Impairment on amount due from an associate (33,000) -
Decrease in fair value of held for trading investise (74,795) (24,096)
Return on advances and
charge over assets granted to an associate 567 1,500
Share of results of associates (35,290) 18,353
Finance costs 8 (39,105) (26,472)
Loss before taxation (420,477) (88,919)
Taxation 9 (12,112) (4,591)
Loss for the year 10 (432,589) (93,510)




2011 2010

Notes HK$'000 HK$'000
(Restated)
Attributable to:
Owners of the Company (432,451) (93,655)
Non-controlling interests (138) 145
(432,589) (93,510)
Loss per share (expressed in HK cents)
Basic 12 (11.14) (4.99)
Diluted 12 (11.14) (4.99)




CONSOL IDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2011

2011 2010
HK$'000 HK$'000
(Restated)
Loss for the year (432,589) (93,510)
Other comprehensive income (expenses)
Reclassification adjustments for the cumulative los
transferred to profit or loss:
- Upon impairment of available-for-sale investments 71,802 -
Exchange differences on translating foreign
operations:
- Exchange differences arising during the year 9,765 633
- Exchange differences realised upon the dispdsal o
foreign operations during the year - (9,007)
Share of other comprehensive (expenses)
income of associates (324) 1,638
Transfer of investment revaluation reserve to piafi
loss upon realisation of available-for-sale
investments during the year - (27,633)
Net fair value (loss) gain
on available-for-sale investments (69,917) 2,656
Release of deferred tax arising on revaluation of
available-for-sale investments upon disposal - 3,758
Other comprehensive income (expenses)
for the year (net of tax) 11,326 (27,955)
Total comprehensive expenses for the year (421,263) (121,465)
Total comprehensive (expenses)
income attributable to:
Owners of the Company (421,125) (121,610)
Non-controlling interests (138) 145
(421,263) (121,465)




CONSOL IDATED STATEMENT OF FINANCIAL POSITION
ASAT 31 DECEMBER 2011

31 December 31 December 1 January
2011 2010 2010
Notes HK$'000 HK$'000 HK$'000
(Restated) (Restated)
Non-Current Assets
Property, plant and equipment 461,521 18,513 21,134
Investment property 5,200 4,700 4,100
Prepaid lease payments 18,624 - -
Available-for-sale investments 41,038 110,171 137,101
Goodwill 39,949 - -
Sea use rights 111,452 - -
Interests in associates 155,616 343,666 135,449
Club debentures 350 350 350
Deferred tax assets - 12 -
833,750 477,412 298,134
Current Assets
Inventories 25,509 30,394 11,541
Trade and bills receivables, deposits and prepaysn 13 92,721 126,070 164,525
Convertible bonds designated as financial assets
at fair value through profit or loss 45,179 106,734 101,319
Derivative financial assets - 10,952 -
Amounts due from associates 19,791 52,806 44,631
Loan receivables 21,351 72,980 52,700
Prepaid lease payments 414 - -
Taxation recoverable - 574 574
Held for trading investments 10,010 81,564 115,159
Deposits placed with financial institutions 173 927 3,203
Pledged bank deposits 63,046 6,200 -
Bank balances and cash 149,024 265,898 19,611
427,218 755,099 513,263
Assets classified as held for sale - - 83,427
427,218 755,099 596,690
Current Liabilities
Trade payables and accruals 14 167,564 23,536 14,444
Taxation payable 41,599 37,154 32,771
Obligation under a finance lease 568 543 -
Bank and other loans 91,908 9,357 11,515
301,639 70,590 58,730
Liabilities directly associated with
assets classified as held for sale - - 8,423
301,639 70,590 67,153
Net Current Assets 125,579 684,509 529,537
Total Assetsless Current Liabilities 959,329 1,161,921 827,671




31 December 31 December 1 January
2011 2010 2010
Notes HK$'000 HK$'000 HK$'000
(Restated) (Restated)
Capital and Reserves
Share capital 15 50,842 25,442 18,052
Reserves 467,447 853,928 804,947
Equity attributable to owners of the Company 518,289 879,370 822,999
Non-controlling interests 975 1,113 968
Total Equity 519,264 880,483 823,967
Non-Current Liabilities
Obligation under a finance lease 392 960 -
Bank and other loans 10,633 - -
Port construction fee refund 151,793 - -
Convertible bonds 194,301 229,101 -
Promissory note 55,243 51,377 -
Deferred tax liabilities 27,703 - 3,704
440,065 281,438 3,704
959,329 1,161,921 827,671




Notes:

1

General

The consolidated financial statements have begrapgd in accordance with Hong Kong Financial Repgrt
Standards (“HKFRSs”), Hong Kong Accounting StandaftHKAS”) and Interpretations (“INT”) issued by
the Hong Kong Institute of Certified Public Accoants (the “HKICPA") and the applicable disclosures
required by the Rules Governing the Listing of Sii@s (the “Listing Rules”) on The Stock Exchange
Hong Kong Limited (the “Stock Exchange”).

Other than the jointly controlled entities estdidid in the People’s Republic of China (the “PRCHose
functional currency is Renminbi (“RMB”), the funetial currency of the Company and its subsidiases i
Hong Kong dollars (“HK$"). The consolidated finaatstatements are presented in HK$.

Prior year adjustments
In prior years, investment in jointly controlledtities was accounted for using equity method.

In the current year, the Group acquired a subsidiath jointly controlled entities operated in tamal and

logistics business. In view of the nature of ogerat and significance of the jointly controlled iées to the

Group’s financial position, the Group consideratimpt proportionate consolidation to recognisénitsrests
in jointly controlled entities, for achieving a betpresentation of this new reportable and opsgategments
to the Group. In accordance with the proportior@iesolidation method, the Group’s share of eacthef
assets, liabilities, income and expenses of thaljocontrolled entities are combined with the Goisusimilar

line items, line by line, in the consolidated fica statements. Any excess of the cost of acdguisiver the
Group’s share of the net fair value of the ideabfe assets, liabilities and contingent liabilit@she jointly

controlled entities recognised at the date of agtiom is recognised as goodwill. The goodwill iregented
separately in the consolidated statement of firdmmosition. Any goodwill arising on the acquisttiof the

Group’s interest in a jointly controlled entity é&counted for in accordance with the Group’s actingn
policy for goodwill arising on the acquisition ofbaisiness or a jointly controlled entity. When augr entity

transacts with a jointly controlled entity of thedB@p, profits or losses are eliminated to the extdrnthe

Group’s interest in the jointly controlled entitynder the equity method adopted in prior yearerasts in
jointly controlled entities are initially recognidén the consolidated statement of financial positt cost and
adjusted thereafter to recognise the Group’s sbifattee profit or loss and other comprehensive ineahthe

jointly controlled entities. The change in accongtpolicy has been applied retrospectively andethgemo

effect on the accumulated losses, opening netsaseethe losses for the periods presented.



The effects of adoption of proportionate consol@atunder HKAS 31 Interests in Joint Ventures oa th
consolidated statement of financial position of Gup as at 1 January 2010 and 31 December 2049 is

follows:
As at As at
1/1/2010 As at 31/12/2010 As at
(originally 1/1/2010 (originally 31/12/2010
stated) Adjustments (restated) stated) Adjustments (restated)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Increase in property,
plant and equipment 20,049 1,085 21,134 17,585 928 18,513
Decrease in interests
in a jointly controlled entity 7,357 (7,357) - 8,044 (8,044) -
Total Increase
in non-current assets 304,406 (6,272) 298,134 484,528 (7,116) 477,412
Increase in inventories 9,456 2,085 11,541 25,976 4,418 30,394
Increase in trade and bills
receivables, deposits and
prepayments 162,811 1,714 164,525 124,029 2,041 126,070
Increase in
bank balances and cash 14,591 5,020 19,611 263,003 2,895 265,898
Total increase in
current assets 587,871 8,819 596,690 745,745 9,354 755,099
Increase in
trade payables and accruals  (12,270) (2,174) (14,444) (21,709) (1,827) (23,536)
Increase in taxation payable (32,398) 373 (32,771) (36,743) 411 (37,154)
Total increase in
current liabilities 64,606 2,547 67,153 68,352 ,238 70,590




The effects of adoption of proportionate consol@atunder HKAS 31 Interest in Joint Ventures on the
consolidated statement of comprehensive incomé@fGroup for the year ended 31 December 2010 is as
follows:

For the year ended 31 December 2010
Originally stated Adjustments Restated
HK$'000 HK$'000 HK$'000

Increase in turnover 188.359 17,149 205,508
Increase in revenue 156,930 17,149 174,079
Increase in cost of sales (135,575) (13,347) (148,922)
Increase in gross profit 21,355 3,802 25,157
Increase in other income, gain and loss 8,223 9 8,232
Increase in selling and distribution expenses 9,133 (457) 9,590
Increase in administrative expenses (127,228) (1,722) 128,950)
Decrease in share of result of a jointly controkedity 1,428 (1,428) -
Decrease in loss before taxation 89,123 204 (88,919)
Increase in taxation 4,387 204 (4,591)

Significant accounting policies

The consolidated financial statements have beepaped under the historical cost basis except faaice
leasehold properties, investment property and &i@rinstruments, which are measured at fair valass
explained in the Group’s accounting policies statethe annual report. Historical cost is generafyged on
the fair value of the consideration given in exa®for assets.

In the current year, the Group has applied theowallg new and revised standards, amendments and
interpretations (“new and revised HKFRSs") issugdHKICPA.

Amendments to HKFRSs Improvements to HKFRSs isgu@010
Amendment to HKFRS 1 Limited Exemption from CompaeaHKFRS 7 Disclosures for
First-time Adopters

Amendments to HKAS 24 Related Party Disclosures
(Revised)

Amendment to HKAS 32 Classification of Rights lssu

Amendments to Prepayments of a Minimum Funding Requirement
HK(IFRIC) — Int 14

HK(IFRIC) —Int 19 Extinguishing Financial Liabikis with Equity Instruments

The application of the new and revised HKFRSs lzakrio material impact on the Group’s performanak an
position for the current and prior years and/or thsclosures set out in these consolidated findncia
statements.



The Group has not early applied the following new eevised HKFRSs that have been issued but angehot
effective.

HKFRS1 (Amendment) Severe Hyperinflation and Rerhot/&ixed Dates
for First-time Adopters
First-time Adoption of Hong Kong Fincancial Repogt
Standards-Government Ldan
Amendments to HKFRS 7 Disclosures — Transfers wéfgial Assefs
Disclosures — Offsetting Financial Assets and faiel Liabilities
Mandatory Effective Date of HKFRS 9 and Transitidisclosure$

HKFRS 9 Financial Instrumerits

HKFRS 10 Consolidated Financial Stateménts

HKFRS 11 Joint Arrangemenits

HKFRS 12 Disclosure of Interests in Other Entities

HKFRS 13 Fair Value Measuremént

Amendments to HKAS 1 Presentation of ltems of ©@@emprehensive Income
Amendments to HKAS 12 Deferred Taxes: Recovetymderlying Assets

HKAS 19 (as revised in 2011) Employee Benéfits

HKAS 27 (as revised in 2011) Separate Financiakstant$

HKAS 28 (as revised in 2011) Investments in Asgesiand Joint Venturés
Amendments to HKAS 32 Offsetting Financial Assetd &inancial Liabilitie$
HK(IFRIC) — INT 20 Stripping Costs in the ProductiBhase of a Surface Mie

! Effective for annual periods beginning on or afteluly 2011.
2 Effective for annual periods beginning on or aftelanuary 2013.
3 Effective for annual periods beginning on or afteluly 2015.
4 Effective for annual periods beginning on or aftefanuary 2012.
® Effective for annual periods beginning on or afteluly 2012.
6 Effective for annual periods beginning on or aftelanuary 2014.

Amendments to HKFRS 7 Disclosures — Transfersrnafrfeial Assets

The amendments to HKFRS 7 increase the discloggeirements for transactions involving transfers of
financial assets. These amendments are intendewtae greater transparency around risk exposuhesn a
financial asset is transferred but the transfeetains some level of continuing exposure in thestasehe
amendments also require disclosures where transfdisancial assets are not evenly distributeauighout
the period.

The directors anticipate the application of the admeents to HKFRS 7 will affect the group’s disclasu
regarding transfers of financial assets in therfutu

Amendments to HKAS 32 Offsetting Financial AssedsFinancial Liabilities and amendments to HKFRS 7
Disclosure — Offsetting Financial Assets and Firiahtiabilities

The amendments to HKAS 32 clarify existing applmatissues relating to the offsetting requirements.
Specifically, the amendments clarify the meaningcofrently has a legally enforceable right of sét-and
“simultaneous realisation and settlement”.

The amendments to HKFRS 7 require entities to oésclinformation about rights of offset and related
arrangements (such as collateral posting requireshéor financial instruments under an enforceahbester
netting agreement or similar arrangement.

The amended offsetting disclosures are requirecroual periods beginning on or after 1 Januard20id
interim periods within those annual periods. Theckdisures should also be provided retrospectiveyafi
comparative periods. However, the amendments to SIR2 are not effective until annual periods begigni
on or after 1 January 2014, with retrospective iappibn required.

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new requiremémtghe classification and measurement of financial
assets. HKFRS 9 amended in 2010 includes the egairts for the classification and measurement of
financial liabilities and for derecognition.
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Key requirements of HKFRS 9 are described as falow

HKFRS 9 requires all recognised financial assetsdhe within the scope of HKAS 39 Financial Instants:
Recognition and Measurement to be subsequentlyurezhat amortised cost or fair value. Specificallgbt
investments that are held within a business motelse objective is to collect the contractual céshd, and

that have contractual cash flows that are soleyyngants of principal and interest on the principaistanding

are generally measured at amortised cost at theoérglbsequent accounting periods. All other debt
investments and equity investments are measurdbeat fair values at the end of subsequent repmprtin
periods. In addition, under HKFRS 9, entities magke an irrevocable election to present subsequent
changes in the fair value of an equity investm#érdt(is not held for trading) in other compreheasivcome,
with only dividend income generally recognised iofj or loss.

The most significant effect of HKFRS 9 regarding tassification and measurement of financial litdx
relates to the presentation of changes in thevigine of a financial liability (designated as air faalue
through profit or loss) attributable to changeshia credit risk of that liability. Specifically, der HKFRS 9,
for financial liabilities that are designated adait value through profit or loss, the amount bfoge in the
fair value of the financial liability that is attritable to changes in the credit risk of that ligbis presented
in other comprehensive income, unless the recagndf the effects of changes in the liability’s diteisk in
other comprehensive income would create or enlanggccounting mismatch in profit or loss. Changédsir
value attributable to a financial liability’s creédiisk are not subsequently reclassified to profitloss.
Previously, under HKAS 39, the entire amount of dmange in the fair value of the financial lialyilit
designated as at fair value through profit or lwas presented in profit or loss.

HKFRS 9 is effective for annual periods beginniny ar after 1 January 2015, with earlier application
permitted.

The directors anticipate that HKFRS 9 will be a@aopin the Group’s consolidated financial stateméorts
financial year ending 31 December 2015 and thaafi@ication of the new standard may have signitica
impact on amounts reported in respect of the Greofipancial assets and financial liabilities. Relyag the
Group’s financial assets, it is not practicabletovide a reasonable estimate of that affect aietiil review
has been completed.

New and revised Standards on consolidation, jointsamgements, associates and discloures

In June 2011, a package of five standards on ciolasioin, joint arrangements, associates and diseésswas
issued, including HKFRS 10, HKFRS 11, HKFRS 12, HKAR&7 (as revised in 2011) and HKAS 28 (as
revised in 2011).

Key requirements of these five standards are desttielow.

HKFRS 10 replaces the parts of HKAS 27 Consolidated Separate Financial Statements that deal with
consolidated financial statements and HK (SIC)iiatConsolidation — Special Purpose Entities. HKARS
includes a new definition of control that contaiheee elements: (a) power over an investee, (bp®xe, or
rights, to variable returns from its involvementtwihe investee, and (c) the ability to use its poaver the
investee to affect the amount of the investor'simet. Extensive guidance has been added in HKFRt® 10
deal with complex scenarios.

HKFRS 11 replaces HKAS 31 Interests in Joint Vesdgweind HK (SIC) — Int 13 Jointly Controlled Entitie
Non-Monetary Contributions by Ventures. HKFRS 1hldewith how a joint arrangement of which two or
more parties have joint control should be clasgifiéender HKFRS 11, joint arrangements are claskifie
joint operations or joint ventures, depending om riights and obligations of the parties to therayeanents.
In contrast, under HKAS 31, there are three tydfgoints arrangements: jointly controlled entitigsintly
controlled assets and jointly controlled operations

In addition, joint ventures under HKFRS 11 are ieslito be accounted for using the equity method of
accounting, whereas jointly controlled entities enHKAS 31 can be accounted for using the equitthoae
of accounting or proportionate accounting.

HKFRS 12 is a disclosure standard and is applicablentities that have interests in subsidiariest |

arrangements, associates and/or unconsolidatectstuentities. In general, the disclosure requaes in
HKFRS 12 are more extensive than those in the custandards.
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These five standards are effective for annual gerlmeginning on or after 1 January 2013. Earli@liegtion
is permitted provided that all of these five staxddaare applied early at the same time.

The directors anticipate that these five standavds be adopted in the Group’s consolidated finanhci
statements for the annual period beginning 1 Jgrn2@t3. The application of these five standards heae
significant impact on amounts reported in the cbdated financial statements. The application of HRS 10
may result in the Group no longer consolidating sarhits investees, and consolidating investeeswieae
not previously consolidated (e.g. the Group’s itwvesit in associates may become the Group’s subsislia
based on the new definition of control and theteelayuidance in HKFRS 10). In addition, the appiaa of
HKFRS 11 may result in changes in the accountintpefGroup’s jointly controlled entities that angrrently
accounted for using proportionate consolidationdéinHKFRS 11, those jointly controlled entities lwik
classified as a joint operation or joint venturepénding on the rights and obligations of the jpedido the
joint arrangement. However, the directors have yattperformed a detailed analysis of the impacthef
application of these Standards and hence haveehouantified the extent of the impact.

HKFRS 13 Fair Value Measurement

HKFRS 13 establishes a single source of guidanckfiovalue measurements and disclosures abautdhie
measurements. The Standard defines fair valugylisttas a framework for measuring fair value, asglires
disclosures about fair value measurements. TheesobpHKFRS 13 is broad; it applies to both finahcia
instrument items and non-financial instrument itefims which other HKFRSs require or permit fair valu
measurements and disclosures about fair value merasuats, except in specified circumstances. In géne
the disclosure requirements in HKFRS 13 are motensive than those in the current standards. Fample,
quantitative and qualitative disclosures based henthree-level fair value hierarchy currently regdifor
financial instruments only under HKFRS 7 Finandmstruments: Disclosures will be extended by HKFRS
to cover all assets and liabilities within its seop

HKFRS 13 is effective for annual periods beginnong or after 1 January 2013, with earlier appligatio
permitted.

The directors anticipate that HKFRS 13 will be a@dpin the Group’s consolidated financial statersdat

the annual period beginning 1 January 2013 and ttiextapplication of the new Standard may affect the
amounts reported in the consolidated financialestants and result in more extensive disclosurethen
consolidated financial statements.

The directors of the Company anticipate that thaiegtion of other new and revised standards, amemts
or interpretations will have no material impacttba results and the financial position of the Group

Amendment to HKAS 1 Presentation of Items of Gleenprehensive Income

The amendments to HKAS 1 retain the option to prepeofit or loss and other comprehensive income in
either a single statement or in two separate busetutive statements. However, the amendments #®SHK
require additional disclosures to be made in tiemotomprehensive income section such that itenmhefr
comprehensive income are grouped into two categjofdd items that will not be reclassified subsedjyeto
profit or loss; and (b) items that may be reclasgdisubsequently to profit or loss when specifioditions are
met. Income tax on items of other comprehensiverreis required to be allocated on the time basis.

The amendments to HKAS 1 are effective for the ahmperiod beginning on or after 1 July 2012. The
presentation of items of other comprehensive incaifiebe modified accordingly when the amendments a
applied in the future accounting periods.

Amendments to HKAS 12 Deferred Tax — Recovery aéilying Assets

The amendments to HKAS 12 provide an exceptioheéayeneral principles in HKAS 12 that the measurgme
of deferred tax assets and deferred tax liabilglesuld reflect the tax consequences that wouldvioirom the
manner in which the entity expects to recover theying amount of an asset. Specifically, under the
amendments, investment properties that are meassiegd the fair value model in accordance with HKA®
Investment Property are presumed to be recoveredgh sale for the purposes of measuring defearelst
unless the presumption is rebutted in certain oistances.

The amendments to HKAS 12 are effective for anméalods beginning on or after 1 January 2012. The

directors of the Company anticipate that the aptibn of the amendments to HKAS 12 will not havedaerial
impact on the results and the financial positiothef Group.
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Other than disclosed above, the directors of themi2my anticipate that the application of the othew and
revised standards, amendments or interpretatiothdrianie no material impact on the results and tharicial
position of the Group.

3. Turnover and segmental information
Turnover represents the amounts received and edadeifrom sales of polishing materials and equigsien

and provision of terminal and logistics servica®sg proceeds from sales of held for trading imaests and
interest income during the year. An analysis of@neup’s turnover for the year is as follows:

2011 2010
HK$'000 HK$'000
(Restated)

Sales of polishing materials and equipments 124,699 174,078
Provision of terminal and logistics services 140,984 -
Gross proceeds from sales of held for trading iteests 1,207 31,429
Interest income - 1

266,890 205,508

Information reported to the Board, being the clopkrating decision maker, for the purpose of resour
allocation and performance assessment focusesarathre of the operations of the Group.

Specifically, the Group’s reportable and operasagments under HKFRS 8 are as follows:

Polishing materials —  sales of polishing materaid equipments
and equipments

Terminal and — loading and discharging servicEsage services, and leasing
logistics services of terminal facilitiasd equipment
Investment - investments in held for trading siweents, convertible bonds,

available-for-sale invasnts, derivative financial assets and associates

Segment revenue and results

The following is an analysis of the Group’s reveane results by reportable and operating segment:

Segment revenue Segment results
For the year ended 31 December

2011 2010 2011 2010

Operating divisions HK$'000 HK$'000 HK$'000 HK$'000
(Restated) (Restated)

Polishing materials and equipments 124,699 174,078 (14,935) (4,509)
Terminal and logistics 140,984 - 60,406 -
Investment - 1 (421,602) 5,815

265,683 174,079 (376,131) 1,306
Unallocated corporate expenses (5,675) (69,793)
Unallocated other income and gain 5 5,861
Unallocated finance costs (38,676) (26,293)
Loss before taxation (420,477) (88,919)

The accounting policies of the operating segmergstee same as the Group’s accounting policiesm8ay
(loss) profit represents the (loss from) profitrest by each segment without allocation of certdimero
income, central administration costs, directorfaes, certain finance costs and share-based pagmEhis
is the measure reported to the chief operatingsaetimaker for the purposes of resources allocadimh
performance assessment.
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5.

The Group’s polishing materials and equipmentssibvi is mainly located in Hong Kong and Mainland
China. Terminal and logistics division is locatedMainland China. Investment division is locatedHang
Kong.

The following table provides an analysis of the @re revenue by geographical market, irrespectivihe
origin of customers:

Revenue
2011 2010
HK$'000 HK$'000
(Restated)
Hong Kong 41,903 29,035
Mainland China 217,898 127,876
Other Asian regions 2,767 12,755
North America and Europe 1,830 1,018
Other countries 1,285 3,395
265,683 174,079
Other income, gain and loss
2011 2010
HK$'000 HK$'000
(Restated)
Interest income from banks and financial institngo 1,276 21
Interest income from loan receivables 4 559 5,848
Interest income from amount due from an associate 409 1,348
Interest income from convertible bonds designated a
financial assets at fair value through profitass 121 311
Net foreign exchange gains 13 43
Rental income 497 39
Reversal of impairment loss on loan / trade reddes 27,000 26
Bad debt recovered - 7
Sundry income 756 589
34,631 8,232

Change in fair value of convertible bonds designated as financial assets at fair value through profit or
loss

The change in fair value of convertible bonds antiognto HK$53,732,000 (2010: gain of HK$4,401,000)
represents the fair value loss on certain convertbnds held by the Group revalued by a professiealuer
at fair value.

L oss on deemed partial disposal of an associate

As at 31 December 2011, the Group held approximél&l88% (2010: 14.23%) equity interests in China
Railway Logistics Limited (“China Railway”), a corapy whose shares are listed on the Growth Enterpris
Market of the Stock Exchange. During the year ergteddecember 2011, China Railway placed and issued
ordinary shares for increasing general working tephs a result, the Group’s interest in ChinalRay was
diluted by 2.35% and resulted in a loss on deemadigb disposal of an associate approximately
HK$20,782,000.

Gain on disposals of available-for-sale investments

During the year ended 31 December 2010, the Gradpdisposed of its remaining interests in Chinaeall
Culture Group Limited for a cash consideration ppraximately HK$17,924,000. A gain on disposal of
approximately HK$13,971,000 was recognised in thesolidated income statement in last year.
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8.

0.

Finance costs

2011 2010
HK$'000 HK$'000
(Restated)
Interests on bank loans and overdraft wholly repkeya
within five years 4,766 488
Finance lease charges 55 24
Interest on margin loans 374 155
Effective interest expenses on convertible bonds 27,044 19,909
Effective interest expenses on promissory note

wholly repayable within five years 6,866 5,896
39,105 26,472

Taxation

2011 2010
HK$'000 HK$'000
(Restated)
The charge comprises:
Current taxation

Hong Kong Profits Tax 1,292 4,345
PRC Enterprise Income Tax 8,208 204
9,500 4,549
Deferred taxation 2,612 42
12,112 4,591

Hong Kong Profits Tax is calculated at 16.5% ofeékt@mated assessable profits for both years.

Under the Law of the People’s Republic of China Bnterprise Income Tax (the “EIT Law”) and
Implementation Regulation of the EIT Law, the taterof PRC subsidiary is 25% for both years.

Taxation arising in other jurisdictions is calcelatat the rates prevailing in the relevant jurigdics.

Pursuant to the letter issued by the relevant PiRBogty on 7 March 2005, under Guoshuihan, [2086]6

(H ez /s H Bk [2005] 655%), Rizhao Lanshan Wansheng Harbour Company LintRizhao

Lanshan”) is exempted from PRC Enterprise Income (TRIT”) for the first five years commencing froits

first profit-making year of operation and theregfiRizhao Lanshan will be entitled to a 50% refieim EIT

for the following five years. The charge of EIT fire year has been provided for after taking thase
incentives into account. Rizhao Lanshan startesktiexemption from 2005 when its first profit-makiear of
operation began. Rizhao Lanshan was entitled @4 flief from the EIT and charged at 12.5% for ybar
ended 31 December 2011.

Shanghai PME-XINHUA Polishing Materials Systems HaBghai PME-XINHUA") is sino-foreign equity
joint ventures engaging in the production busiress is exempted from taxation for the first two fitatle
years and a 50% relief from the national EIT ratethe next three profitable years thereafter. Agsailt,
Shanghai PME-XINHUA is in the exemption periods dhd income tax is calculated at 12.5% for the two
years ended 31 December 2011 and 2010.
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10.

1n.

12.

Lossfor the year

2011 2010
HK$'000 HK$'000
(Restated)
Loss for the year has been arrived at after chgrgin

Depreciation of property, plant and equipment 14,116 4,870
Amortisation of prepaid lease payments 274 -
Amortisation of sea use rights 1,310 -
Staff costs, including directors’ emoluments

and share-based payme(itote) 23,729 89,216
Auditor’s remuneration 1,180 880
Impairment loss on trade receivables

(included in administrative expenses) 7,098 3,418
Allowance for inventories (included in cost ofes) 246 1,802
Loss on disposal of property, plant and equipment 603 4,281
Cost of inventories recognised as expenses 179,711 147,273
Minimum lease payment in respect of rental premise 2,746 2,772
Share of tax of associates (included in sharesufli®of associates) 72 2,100

Note: For the year ended 31 December 2011, nedlamsed payments are included in staff costs (2010:
HK$65,000,000).

Dividend

No dividend was paid or proposed during the yeatedn31 December 2011, nor has any dividend been
proposed since the end of the reporting period@208il).

Loss per share

The calculation of the basic and diluted loss e attributable to the owners of the Companyaset on
the following data:

2011 2010
HK$'000 HK$'000
Loss
Loss attributable to owners of the Company
for the purposes of basic and diluted loss paresh (432,451) (93,655)
Number of shares
2011 2010
000 '000
Weighted average number of ordinary shares
for the purpose of basic loss per share 3,883,321 1,875,392
2011 2010
HK Cents HK Cents
Basic loss per share (11.14) (4.99)
Diluted loss per share (11.14) (4.99)

Diluted loss per share for the year ended 31 DeeerB1l is the same as the basic loss per shaee. Th
computation of diluted loss per share does notmassthe conversion of the Company’s outstanding
convertible bonds since their exercise would resudt decrease in loss per share.

The computation of diluted earnings per share dotsssume the exercise of the Company’s optiocsuse
the exercise price of those options was higher thamverage market price for shares for both 20t12010.
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13. Tradeand billsreceivable, deposits and prepayments

The following is an aged analysis of trade recdesimet of impairment loss presented based onntrede
date at the reporting date.

31 December 31 December 1 January

2011 2010 2010
HK$'000 HK$'000 HK$'000

(Restated) (Restated)
Within 30 days 34,846 15,246 23,474
31 to 60 days 5,623 21,549 16,892
61 to 90 days 31,598 5,800 7,542
Over 90 days 444 5,267 6,074
72,411 47,862 53,982
Bills receivable 12,903 - 375
Other receivables, deposits and prepayments 7,407 78,208 110,168
92,721 126,070 164,525

14. Trade payablesand accruals

The aged analysis of the trade payables preseasstiton the invoice date at the end of the repppiimiod of
approximately HK$13,995,000 (2010: HK$10,725,00@)jch are included in the trade payables and aczrual
in the consolidated statement of financial posit®as follows:

31 December 31 December 1 Januar

2011 2010 2010
HK$'000 HK$'000 HK$'000

(Restated)  (Restated)
Within 30 days 6,757 4,689 5,897
31 to 60 days 5,160 4,508 982
61 to 90 days 929 1,448 750
Over 90 days 1,149 80 327
13,995 10,725 7,956
Other payables and accruals 46,498 12,811 6,488
Port construction fee payable 107,071 - -
167,564 23,536 14,444
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15. ShareCapital

Number of ordinary shares

of HK$0.01 each Share capital
2011 2010 2011 2010
'000 '000 HK$'000 HK$'000
Authorised:
At beginning of year 15,000,000 10,000,000 150,000 100,000
Increase on 11 May 201Aote a) - 5,000,000 - 50,000
At end of year 15,000,000 15,000,000 150,000 150,000
Issued and fully paid:
At beginning of year 2,544,198 1,805,198 25,442 18,052
Issue of shares upon exercise of share
options(note b) - 19,000 - 190
Issue of shares upon conversion of
convertible bonds (“CB2"jnote c) 2,540,000 720,000 25,400 7,200
At end of year 5,084,198 2,544,198 50,842 25,442
Notes :
(@) On 26 April 2010, in anticipation of the issofeshares upon the conversion of the convertibledbpthe

(b)

(c)

Company proposed to increase the authorised stegitalc of the Company from HK$100,000,000
divided into 10,000,000,000 shares of HK$0.01 emchiK$150,000,000 divided into 15,000,000,000
shares of HK$0.01 each by the creation of additié200,000,000 unissued shares of HK$0.01 each. A
circular detailing the proposed capital increasse made on 26 April 2010. An ordinary resolutiontbg
shareholders was duly passed at the Extraordinangef@l Meeting of the Company held on 11 May 2010
and the proposed increase in authorised capitaleo€ompany was approved.

During the year ended 31 December 2010, cedingttors of the Company and employee of the Group
had exercised an aggregate of 16,000,000 shamnept a subscription price of HK$0.075 per shack a
an aggregate of 3,000,000 share options at a sptiserprice of HK$0.64, for a total consideratioh
HK$3,120,000, resulting in the issue of an aggegatl9,000,000 new ordinary shares of HK$0.01 each
The new shares rank pari passu with the existiageshn all respect.

During the year ended 31 December 2011, thdenslof CB2 have exercised the conversion right to
convert an aggregate principal amount of HK$76,@200 of the convertible bonds into a total

2,540,000,000 ordinary shares in eleven convession

On 19 November 2010 and 6 December 2010, the fwloleCB2 converted an aggregate principal
amount of HK$21,600,000 of CB2 into a total of J#D,000 ordinary shares of HK$0.01 each in the
Company.

These shares rank pari passu with the existiageshn all respects.
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16. Operating leases
The Group as lessor

Property rental income earned during the yearappsoximately HK$497,000 (2010: HK$39,000). Thetaén
yield for the year ended 31 December 2011 is 1204@: 1%)

At 31 December 2011, the Group had contracted watrants for future minimum lease payments of
HK$1,437,000 (2010: HK$78,000) for within the néxelve months.

The Group as lessee

At 31 December 2011, the Group had commitmentfutore minimum lease payments under non-cancellabl
operating leases in respect of office premiseshvfall due as follows:

2011 2010
HK$'000 HK$'000
(Restated)
Within one year 947 2,092
In the second to fifth year inclusive 2,123 4,033
After five years 11,888 11,172
14,958 17,297

Leases were negotiated for a term of two to thsrkyyears with fixed rentals over the term of teade.
MANAGEMENT DISCUSSION AND ANALYSIS
Business Review and Financial Performance

The Group’s turnover for the year ended 31 Deceribéfd increased by 29.9% to HK$266.9 million as parad
with last year. The increase in turnover was mathlg to increase in revenue from terminal and tmgiservices
during the year since the business of terminal lagistics services was acquired by the Group dutivegyear.
During the year 2011, segmental revenue of polgshhimaterials and equipment decreased by 28.4% apareth
with last year and there was no segmental revehimy@stment.

Loss for the year ended 31 December 2011 attributimbthe shareholders of the Company was appragisna
HK$432.5 million (2010: HK$93.7 million). The Grolgploss increased for the year ended 31 Decembgt 20
mainly due to increase in impairment loss on ateldor-sale investments and interests in assagiakecrease in
fair value of convertible bonds designated as fumgnassets at fair value through profit or logsreéase in
impairment loss on amounts due from associatesedse in fair value of held for trading investmeantsl increase
in loss of share of result of associates.

Segmental loss of the polishing materials and eqeigs division increased from approximately HK$ilion in
2010 to HK$14.9 million in 2011, which was mainlyedto decrease in sales of polishing materialsegiuipbments.
The gross profit margin of polishing materials a&uglipments division remained stable.

The investment division recorded a segmental Idsapproximately HK$421.6 million, as compared witre
segmental profit of approximately HK$6.0 million @010, which was mainly due to impairment losses on
available-for-sale investments and interests ilm@ages, decrease in fair value of convertible lsotesignated as
financial assets at fair value through profit adpdecrease in fair value of held for trading stneents and share of
losses of associates.
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On 28 April 2011, The Group completed the acquisitof entired issued capital of Upmove Internatidnenited
(“Upmove”) and indirectly own 50% of the equity émésts in Rizhao Lanshan. Rizhao Lanshan is afeneggn
joint venture company established in Mainland Chana engaged in provision of terminal and logistiesvices
including loading and discharging, storage andsfiemof iron ore, steel products, timber and otheods and
leasing of terminal facilities and equipment in Eaan Harbour, Rizhao Port, Shandong province oPRE. The
terminal and logistics division recorded a segmemtafit of approximately HK$60.4 million for theear ended 31
December 2011.

On 30 December 2011, Upmove entered into the agneewmith Rizhao Port Company Limited (“Rizhao Prt”
pursuant to which each of Upmove and Rizhao Patalggeed to make the capital increase in an antdRMB80
million each to Rizhao Lanshan to increase registeapital of Rizhao Lanshan from RMB140 millionrRMB300
million. The amounts of the capital increase wal bsed for the construction of two new 70,000-toheghs of
Rizhao Lanshan. The two new berths are expectée teady for operation before the end of the y@a22The
capital increase of Rizhao Lanshan was completddmuary 2012.

Liquidity and Financial Resources

At 31 December 2011, the Group had interest-bedramk and other loans of approximately HK$102.3iomil(31
December 2010: HK$9.4 million), which were of matumwithin two years. The Board expects that alhband
other loans will be repaid by internal generateddiior rolled over upon the maturity and continteegprovide
funding to the Group’s operations.

At 31 December 2011, current assets of the Groupuated to approximately HK$427.2 million (31 Decamb
2010: HK$755.1 million). The Group’s current ratias approximately 1.42 as at 31 December 2011 mpaed
with 10.70 as at 31 December 2010. At 31 Decembgt 2he Group had total assets of approximatel$$HR61.0
million (31 December 2010: HK$1,232.5 million) amatal liabilities of approximately HK$741.7 milliof31
December 2010: HK$352.0 million), representing argg ratio (measured as total liabilities to todskets) of
58.8% as at 31 December 2011 as compared with 2868631 December 2010.

Charge of Assets

At 31 December 2011, the Group’s pledged bank depagth carrying value of HK$63.0 million, propgriplant
and equipment with carrying value of HK$26.8 mitliand the listed securities held under the margioants, with
a total market value of approximately HK$9.3 miflilave been pledged to banks and financial institatto
secure the credit facilities granted to the Group.

At 31 December 2010, the Group’s pledged bank depwesth carrying value of HK$6.2 million and thested
securities held under the margin accounts, witbtal market value of approximately HK$40.2 millibave been
pledged to banks and financial institutions to sethie credit facilities granted to the Group.

Significant Investments

At 31 December 2011, the Group held available-&de-snvestments, interests in associates, conlertibnds
designated as financial assets at fair value thrqurofit or loss and held for trading investmentsoanting to
approximately HK$41.0 million, HK$155.6 million, Hi45.2 million and HK$10.0 million respectively. Dng the
year, the Group recorded impairment loss on aVaifdr-sale investments amounting to approximatéi$71.8
million, impairment loss on interests in associaa®unting to approximately HK$132.3 million, loss deemed
partial disposal of an associate amounting to apmately HK$20.8 million and loss on disposals @fchfor
trading investments amounting to approximately H&$aillion.

At 31 December 2010, the Group held available-fde-snvestments, interests in associates, conlertibnds
designated as financial assets at fair value thrqugfit or loss and held for trading investmentsoanting to
approximately HK$110.2 million, HK$343.7 million,Kk$106.7 million and HK$81.6 million respectivelyuiing
the year, the Group recorded gain on disposal lofidiaries amounting to approximately HK$7.5 mitliggain on
disposal of available-for-sale investments amougntinapproximately HK$14.0 million and gain on displ of held
for trading investments amounting to approximaté¥$9.0 million.
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Foreign Exchange Exposures

The Group’s purchases and sales are mainly dentadiiva United States dollars, Hong Kong dollars Rediminbi.
The investments are in Hong Kong dollars. The dpegaxpenses of the Group are either in Hong Kawltars or
Renminbi. The Group’s treasury policy is in placentonitor and manage its exposure to fluctuatioexohange
rates.

Contingent Liabilities

The Group had no material contingent liabilitieat81 December 2011 and 2010.

Capital Commitments

At 31 December 2010 and 2011, the Group had cagtamitments as follows:

2011 2010
HK$'000 HK$'000
Contracted for but not provided:
Acquisition of a subsidiary - 401,074
Capital injection in a jointly controlled entity Q@O0 -
Acquisition of property, plant and equipment 2822 -
313,292 401,074

Outlook

The sluggish rebound of the US economy and theesadtibulations and ongoing struggles to providecoete
measures to solve the Eurozone sovereign debs tidsi already had a negative impact on emergingetsaiGiven
that these fundamental problems will continue tevpil and adversely affect the global economy d@ndntial
markets, it is expected that the economic prospac2)12 remains gloomy. The Group would disposeastain
investment portfolio, keep on evaluating and restnung its investment portfolio, strategies, amsiness scopes in
order to improve its financial performance.

It is expected that there is still full of uncertii in terms of the economic situation of the Udi&tates and Europe.
The export of the PRC will be adversely affected tiudecrease in demand for consumer goods. Thagearent
predicts that demand for the Group’s polishing piatd will continue to decrease. The operationatschave been
increasing, but it is difficult to transfer all tltest increases to the customers as the marketatiop is very keen.
The Directors remain cautious of the outlook of piadishing product business. The Group will conéinia enforce
cost-saving measures, concentrate on selling pteduith high profit margin, expand its distributioetwork and
develop new products in order to improve the pabiltty of this business segment.

The newly acquired terminal and port operation qgren satisfactorily. It provides stable revenue prafit to the
Group. Benefiting from the government’s economidigies and the economic development in south Shamdo
Province, the demand for terminal and logisticvises in that area is expected to increase contisiyoHowever,
as affected by global economic downturn and the B&@rnment's policies on inflation control, the@gth pace of
the import and export will be slowed down. The nedéveloped Dongjiakou port and Gangyu port in Qam
Harbour will also increase the competition of teratiand logistics operation in the neighborhoodare

The Board and management of the Group will contitmeise their best endeavor to strengthen andestor
improvements in all the Group’s business segmards@enhance the long-term growth potential ofGneup.
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Material Acquisitions

In October 2010, the Group entered into a condilisale and purchase agreement to acquire the ésgired share
capital of Upmove at a consideration of approxinya®&MB343 million (approximately HK$413 million). pbn the
completion of the acquisition of Upmove, the Grangirectly own 50% of the equity interests in Righaanshan.
Rizhao Lanshan is a sino-foreign joint venture canypestablished in the PRC and engaged in provedieerminal
and logistics services including loading and disgimgy, storage and transfer of iron ore, steel petg] timber and
other goods and leasing of terminal facilities agdipment in Lanshan Harbour, Rizhao Port, Shan@wagince of
the PRC. Details of the acquisition are disclosethe Company'’s circular dated 27 January 2011. adugiisition
was completed on 28 April 2011.

Employees and Remuneration

At 31 December 2011, the Group had approximately(2610: 55) employees in Hong Kong and Mainlaneh&h
The employees are remunerated with basic salarsband other benefits in kind with reference tdustry
practice and their individual performance. The Campalso operates a share option scheme of whelBdiard
may, at its discretion, grant options to employafethe Group.

PURCHASE, REDEMPTION OR SALE OF LISTED SHARES

Neither the Company, nor any of its subsidiariescipased, sold or redeemed any of the listed sezsumf the
Company during the year.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has complied with the applicable cadeigions of the Code on Corporate Governance ieesc{the
“Code”) as set out in Appendix 14 of the Listingl&uthroughout the year ended 31 December 2011.

AUDIT COMMITTEE REVIEW

The Company has an audit committee which was ésitadol in accordance with the requirements of theeCéor
the purposes of reviewing and providing supervigioer the financial reporting process and inteoweitrols of the
Group. The audit committee comprises three indepeindon-executive directors of the Company. Theu@®o
consolidated financial statements for the year érle December 2011 have been reviewed and appioyéie
audit committee.

BROAD OF DIRECTORS

As at the date of this announcement, the Board oseg(1) Mr. Cheng Kwok Woo, Ms. Yeung Sau Han égjn
Ms. Chan Shui Sheung Ivy and Mr. Lai Ka Fai as akee directors; and (2) Mr. Leung Yuen Wing, Mrarb
Kwok Hing Wilfred and Mr. Goh Choo Hwee as indepenidnon-executive directors.

On behalf of the Board
PME Group Limited
Cheng Kwok Woo
Chairman
Hong Kong, 30 March 2012

* For identification purpose only
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