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On behalf of the board (“Board”) of directors (the “Directors”) of
Karce International Holdings Company Limited (the “Company”),
together with its subsidiaries (the “Group”), | present herewith
to the shareholders of the Group the annual report and audited
consolidated results of the Group for the year ended 31
December 2012.

Business conditions in 2012 had been further complicated by
the continued slowdown in global economic growth and political
leadership changes in a number of major countries, including
the United States, China and Russia during the year. Against
this backdrop, the Group stepped up its efforts to improve its
existing operations and to unwind the acquisition of the TV
business through negotiation with the vendors (“Vendors”).

In 2012, the Group continued to take proactive measures to
increase sales of its conductive silicon rubber keypads trading
business. Amid difficult market conditions for conductive rubber
keyboards due to sluggish demand and price competition, the
Group explored and seized the opportunity to sell products
related to conductive silicon rubber keypads — acrylonitrile
butadiene styrene. Through expansion of its trading portfolio, the
Group was able to double the revenue of its conductive silicon
rubber keypads trading business to HK$10,078,000 for the
year ended 31 December 2012, and realised a gross profit of
HK$41,000 as opposed to a gross loss of HK$1,207,000 in the
previous year.

In addition to its principal rubber keypad trading business, the
Group had invested in certain blue-chip stocks at relatively low
prices during the stock market volatility in 2011, with the aim to
broaden revenue stream and make capital gain. These securities
investments generated a total dividend income of HK$298,000
for the Group during the year.
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During 2012, the Group continued to devote efforts in unwinding
the acquisition of the LCoS television business. Results of
the efforts were reflected in the completion of the disposal
(“Disposal”) of the television business in February 2013 to
Taiwan Micro Display Corp. (“TMDC”), which returned convertible
bonds of HK$187,200,000 to the Company for cancellation.
The Disposal included transferring back to TMDC the patents in
relation to the production of the LCoS televisions.

For the year ended 31 December 2012, the Group significantly
reduced its net loss to HK$35,285,000 from HK$75,423,000
in 2011, which included a loss of HK$35,000,000 from the
discontinued LCoS television operations. The loss from the
television segment in 2011 was due to the cancellation of
a formal agreement on the disposal of the LCoS television
operations with an independent third party (“Purchaser”),
pursuant to which the Group had to return HK$35,000,000 of
a HK$50,000,000 deposit previously paid to the Group by the
Purchaser.

Basic loss per share from continuing and discontinued
operations for the year under review was approximately 5.02 HK
cents (2011: basic loss per share of 10.74 HK cents).

The Board does not recommend the payment of a final dividend
for the year ended 31 December 2012.

In 2013, the United States and the EU countries are expected
to tighten austerity measures to address the issues of budget
deficit and sovereign debts respectively. Slowdown in growth,
if not continued recession, is expected to be seen in these
economies. Meanwhile, world trade is also expected to decline.
In the face of these economic prospects, the Group will keep
exploring opportunities to increase revenue and broaden earning
base.

Amid intense competition in the rubber keypad market, the
Group will continue to monitor the market closely and make
timely adjustment to its trading portfolio to increase sales.
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In addition to the rubber keypad trading business, the Group
has been exploring the opportunities for investing in businesses
with high growth potential and good returns. The Group is now
conducting study on other non-traditional petroleum derivative
products such as aramids paper, which offers better profit
margin on trading. However, as of now, no related concrete
business plan has been formulated.

The cancellation of HK$187,200,000 convertible bonds resulting
from the unwinding of the acquisition of the LCoS television
business will have an immediate positive effect on the Group’s
balance sheet. To further improve its financial position and
thus shareholders’ value, the Group believes it is paramount
to unwind the promissory notes and the remaining convertible
bonds issued in 2009 as part of the consideration for the LCoS
television business. After unsuccessful attempts to obtain reply
or appropriate actions from the Vendors, the Group initiated
legal proceedings, in September 2012, against the Vendors,
claiming rescission and restitution of all the consideration paid
for the acquisition, including cash of HK$275,000,000 and
cancellation of convertible bonds of a total principal amount
of HK$112,800,000 and promissory notes of HK$87,500,000.
However, the Vendors had not filed their acknowledgement
of service or defence before the deadlines. The Group
subsequently decided to apply for a default judgement to
declare the acquisition agreement null and void, which is now
pending hearing. The Group will continue to pursue further
legal actions, if necessary, to seek judicial remedies against the
Vendors for return of the balance of consideration paid and given
to the Vendors.
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Finally, on behalf of the Board, | would like to express my sincere & ¥R ALBEERELE2RBEEZEBT KA
gratitude to the management and all the employees of the Group ERKXEZEZ BRI Z o tboh SRS IE - e
for their dedication. | would also like to thank our shareholders, 7 F2RERIT R B H AR LB T 15 AAZE L
suppliers, bankers and customers for their continuous support. o

Sun Ying Chung *E

Chairman EFTR

Hong Kong B

28 March 2013 —E—=F=A=+N\H



The operating environment in 2012 remained challenging.
The Group’s principal operations — conductive silicon rubber
keypads trading, continued to be under the pressure of
weak demand for rubber keypads and price competition.
Nevertheless, the Group kept exploring ways to boost sales
through expanding its trading portfolio.

Regarding the discontinued LCoS television operation, a
breakthrough had been made in negotiation with one of the
concerned parties to cancel a series of agreements and to
return to the Group HK$187,200,000 convertible bonds issued
in relation to the acquisition of the television business. The
latest development evidenced the Group’s perseverance with
improving its results and balance sheet through unwinding the
acquisition of the LCoS television business and the convertible
bonds and promissory notes issued thereof.

For the year ended 31 December 2012, the Group incurred an
effective interest of HK$32,606,000 (2011: HK$40,266,000) on
outstanding convertible bonds and promissory notes issued
as consideration for the acquisition of the television business.
As a result, the Group reported a loss attributable to owners
of the Company of approximately HK$35,285,000. Basic loss
per share for the year under review was approximately 5.02 HK
cents (2011: basic loss per share of 10.74 HK cents).

The significant reduction in the Group’s net loss when compared
with HK$75,423,000 in 2011 was mainly due to a loss of
HK$35,000,000 incurred by the discontinued LCoS television
operation in 2011, due to the cancellation of a formal agreement
with the Purchaser on the LCoS television business disposal.
Pursuant to the cancellation of the agreement, the Group
had to return to the Purchaser HK$35,000,000 out of the
HK$50,000,000 deposit paid to the Group in January 2011. The
HK$50,000,000 amount was recognized in 2010 profit or loss as
a reversal of impairment loss in respect of intangible assets and
included in the profit from discontinued operations for 2010.
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In light of deteriorating market conditions for conductive silicon
rubber keypads, the Group sought to trade other related
products to improve turnover. By selling acrylonitrile butadiene
styrene, a related product of rubber keypads, the Group’s
revenue increased by 101% to HK$10,078,000 for the year
ended 31 December 2012, with a gross profit of HK$41,000 as
compared to a gross loss of HK$1,207,000 in the previous year.

The Group will continue to consolidate this business segment
through identifying the opportunities for cooperation with PRC
notebook and computer keyboard manufacturers and expanding
its trading portfolio.

During the year under review, the Group continued to engage
in or seek negotiation with the Vendors of the LCoS television
business to buy back or unwind the acquisition. After repeated
attempts, the Group succeeded in concluding a deal (“Disposal”)
with TMDC, the original vendor who sold the LCoS television
business to the Vendors. The Disposal included transferring
back to TMDC the patents related to LCoS television production
and terminating several agreements (“Termination Deeds”) in
relation to the acquisition. Upon completion of the Termination
Deeds in February 2013, TMDC had returned HK$187,200,000
convertible bonds to the Group for cancellation.

As the Vendors failed to take any remedial actions despite the
Group’s repeated demands, the Group, in September 2012,
initiated legal actions against the Vendors, who again did not
file their acknowledgement of service or defence before the
deadlines. Such legal actions are aimed at claiming rescission
and restitution of all the consideration paid including cash of
HK$275,000,000, and cancellation of convertible bonds of a
total principal amount of HK$112,800,000 and promissory notes
of HK$87,500,000. The Group subsequently decided to apply
for a default judgment to declare the acquisition agreement null
and void. The application is now pending hearing.
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As at 31 December 2012, the Group had a deficiency in
shareholders’ equity of approximately HK$340,650,000
(31 December 2011: a deficiency of approximately
HK$306,857,000). As at 31 December 2012, the short term and
long term interest bearing debts to shareholders’ equity was nil
(81 December 2011: nil).

The Group generally finances its operation by internally
generated cash flow and banking facilities provided by its
bankers.

Prudent financial management and selective investment criteria
have enabled the Group to maintain a stable financial position.
As at 31 December 2012, the Group’s bank balances and cash
amounted to approximately HK$9,917,000 (31 December 2011:
HK$19,293,000).

As at 31 December 2012, the current ratio was approximately
0.13 (2011: approximately 0.24) based on current assets
of approximately HK$11,505,000 and current liabilities of
approximately HK$89,194,000.

As at 31 December 2012, the Group was in a net cash position.
The Directors considered that the Group shall have sufficient
financial resources to meet its working capital requirement.

During the year under review, there were no material acquisitions
or disposals of subsidiaries or associates of the Company.
However, subsequent to the end of the year under review, the
Group completed the disposal of its LCoS television business
through the completion of the Termination Deeds with TMDC,
and the transfer of patents in relation to LCoS television
production to TMDC. Upon the completion of the Termination
Deeds in February 2013, the Group was given back convertible
bonds previously issued to TMDC in a total principal amount of
HK$187,200,000 for cancellation.
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MANAGEMENT DISCUSSION AND ANALYSIS

SR EREINES X

FOREIGN EXCHANGE RISK
MANAGEMENT

Most of the Group’s assets and liabilities, revenue and
expenditure are denominated in Hong Kong dollars. The Group
was not exposed to material exchange risks and had not
employed any financial instruments for hedging purposes.

EMPLOYEES AND REMUNERATION
POLICIES

As at 31 December 2012, the Group employed approximately
5 employees in Hong Kong. The Group’s remuneration policies
are primarily based on prevailing market salary levels and the
performance of the respective companies and individuals
concerned. Employees may also participate in the share option
scheme of the Group.

CONTINGENT LIABILITY

At 31 December 2012, the Group had no significant contingent
liability.
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The Company recognizes the importance of maintaining a high
standard of corporate governance with an aim to protect the
interest of shareholders.

The Company has adopted the Corporate Governance Code
(formerly the “Code on Corporate Governance Practices”)
contained in Appendix 14 (the “Code”) of the Listing Rules
including those revised code provisions which became effective
on 1 April 2012. During the year ended 31 December 2012, the
Company complied with all applicable provisions of the Code for
their respective applicable periods except for deviation as stated
below:—

Under code provision A.2.1, the roles of chairman and chief
executive officer (“CEQ”) should be separate and should not be
performed by the same individual. The division of responsibilities
between the chairman and CEO of the Company should be
clearly established and set out in writing. Detail of deviation of
this code is explained in the relevant paragraph headed under
‘CHAIRMAN AND CHIEF EXECUTIVE OFFICER” below.
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Under code provision A.6.7, independent non-executive
directors and other non-executive directors should also attend
general meetings and develop a balanced understanding of
the views of the shareholders. Due to other pre-arranged
commitments, Mr. Lee Kwok Leung was unable to attend the
general meetings held during the year.

Under code provision E.1.2, the chairman of the board should
attend the annual general meeting. Due to other pre-arranged
commitments, Mr. Sun Ying Chung was unable to attend the
annual general meeting held during the year.

The Board is responsible for the leadership and control of
the Company and oversees the Group’s business strategic
decisions and performances.

As at the date of this report, the Board comprises two Executive
Directors, Mr. Sun Ying Chung (Chairman) and Mr. Chan Sung
Wai (Deputy Chairman); two Non-executive Directors, Mr. Lee
Kwok Leung and Mr. Yang Yiu Chong, Ronald Jeffrey; and three
Independent Non-executive Directors, Mr. Lum Pak Sum, Mr.
Mak Ka Wing, Patrick and Mr. Shum Kai Wing.
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The Independent Non-executive Directors of the Company are
persons with academic and professional qualifications in the
fields of accounting and appropriate expertise. They provide
strong support towards the effective discharge of the duties and
responsibilities of the Board. Each Independent Non-executive
Director gives an annual confirmation of his independence to
the Company and the Company considers these directors to be
independent under Rule 3.13 of the Listing Rules.

Details of Directors’ attendance records during the year ended
31 December 2012 are set out below:
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Mr. Sun Ying Chung FBEE 0/1
Mr. Chan Sung Wai Rers 1
Mr. Wong King Lam, Joseph ERRAE 1
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Non-executive Directors FUES
Mr. Lee Kwok Leung FERLE 0/1
Mr. Yang Yiu Chong, Ronald Jeffrey BRREE 1
Independent Non-executive Directors BUEHTES
Mr. Lum Pak Sum WEREE 1/1
Mr. Law Chun Choi BEBRE 11

(resigned on 25 September 2012) (R=E—=%
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Mr. Mak Ka Wing, Patrick BREEE 1
Mr. Shum Kai Wing SHERE 0/0

(appointed on 20 September 2012) (N=Z—-%
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Apart from the above regular board meetings of the year, the
board of Directors will meet on other occasions when a board-
level decision on a particular matter is required. The Directors
receive details of agenda items for decision and minutes of
committee meetings in advance of each board meeting. The
board of Directors has reserved for its decision or consideration
matters covering corporate strategy, annual and interim results,
Directors’ appointment, succession planning, risk management,
major acquisitions, disposals and capital transactions, and other
significant operational and financial matters. Major corporate
matters that are specifically delegated by the board of Directors
to the management include the preparation of annual and interim
accounts for board approval before public reporting, execution
of business strategies and initiatives adopted by the board
of Directors, implementation of adequate systems of internal
controls and risk management procedures, and compliance with
relevant statutory requirements, rules and regulations.

Under the code provision A.2.1, the roles of chairman and CEO
should be separate and should not be performed by the same
individual. The division of responsibilities between the chairman
and CEO of the Company should be clearly established and
set out in writing. The roles of the chairman and the CEO of the
Company were not separated and were performed by the same
individual, Mr. Sun Ying Chung throughout the year 2012.

The Directors meet regularly to consider major matters affecting
the operations of the Group. As such, the Directors consider that
this structure will not impair the balance of power and authority
between the Directors and the management of Group and
believes that this structure will enable the Group to make and
implement decisions promptly and efficiently.
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Non-executive Directors of the Company including Independent
Non-executive Directors, are appointed for terms of three years.
In addition, all Directors are subject to retirement by rotation and
re-election at the annual general meeting pursuant to the Bye-
laws of the Company.

According to the Company’s Bye-laws, Directors appointed to fill
casual vacancies shall hold office until the next following general
meeting and can be eligible for re-appointment at that time.

The Directors are continually encouraged to update themselves
with legal and regulatory developments, and the business
and market changes to facilitate the discharge of their
responsibilities.

All Directors are requested to provide the Company with their
respective training records pursuant to the Code.

During the year, the Directors have confirmed their participation
in appropriate continuous professional development activities by
ways of attending seminars or self-reading.

The Company has adopted a code of conduct regarding
Directors’ securities transactions on terms no less exacting than
the required standard of dealings as set out in Appendix 10 to
the Listing Rules. Having made specific enquiry of all Directors,
the Directors have complied with such code of conduct and the
required standard of dealings and its code of conduct regarding
securities transactions by the Directors throughout the year
ended 31 December 2012.
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The Nomination Committee was established on 28 March 2012,
[t comprises of three Independent Non-executive Directors and
the Chairman of the Board, and is currently chaired by Mr. Sun
Ying Chung.

Its primary objectives include reviewing the structure, size and
composition of the Board, identifying individuals suitably qualified
to become Board members, assessing the independence
of independent non-executive Directors and making
recommendations to the Board on relevant matters relating to
the appointment or re-appointment of Directors.

The Nomination Committee held one meeting during the year
under review.

Under the code provision B.1.1, the Company should establish
a remuneration committee (the “Remuneration Committee”) with
specific written terms of reference which deal clearly with its
authority and duties. The role and function of the Remuneration
Committee include the determination of the specific
remuneration packages of all executive Directors and senior
management of the Company, including benefits in kind, pension
rights and compensation payments, such as any compensation
payable for loss or termination of their office or appointment,
and make recommendations to the board of the remuneration of
non-executive Directors.
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During the year and until the date of this report, members of the
Remuneration Committee included:

Mr. Sun Ying Chung

Mr. Lum Pak Sum

Mr. Law Chun Choi (resigned on 25 September 2012)
Mr. Mak Ka Wing, Patrick

Mr. Shum Kai Wing (appointed on 20 September 2012)

Three meetings of the Remuneration Committee were held in
2012 to discuss remuneration related matters.

The Remuneration Committee has considered and reviewed
the existing terms of employment contracts of the executive
Directors and appointment letters of the non-executive
Directors with reference to the factors including salaries paid by
comparable companies, time commitment and responsibilities
of the Directors, employment conditions elsewhere in the
Company and desirability of performance-based remuneration.
The Remuneration Committee considers that the existing
terms of employment contracts of the executive Directors and
appointment letters of the non-executive Directors are fair and
reasonable. Details of the emolument policy of the Directors are
set out on page 37 of this report.
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The Company’s external auditors are BDO Limited (the
“Auditors”). The audit committee of the Group (the “Audit
Committee”) is responsible for considering the appointment
of the external auditors and reviewing any non-audit functions
performed by the external auditors, including whether such non-
audit functions could lead to any potential material adverse
effect on the Group. For the year ended 31 December 2012, the
Auditors have performed audit services and their remuneration in
respect of audit service is HK$750,000.

As required by Rule 3.21 of the Listing Rules, the Company has
established an Audit Committee with written terms of reference
which deal clearly with its authority and duties. Its principal
duties are to review and supervise the Group’s financial reporting
process and internal control systems. During the year and
until the date of this report, members of the Audit Committee
included:

Mr. Lum Pak Sum

Mr. Law Chun Choi (resigned on 25 September 2012)
Mr. Mak Ka Wing, Patrick

Mr. Shum Kai Wing (appointed on 20 September 2012)
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The Audit Committee held four meetings during the year under
review.

The Group’s audited consolidated results for the year
ended 31 December 2012 have been reviewed by the Audit
Committee, which was of the opinion that the preparation of
such results complied with the applicable accounting standards,
the Listing Rules and legal requirements, and that adequate
disclosures have been made.

The Audit Committee considered that the existing proposed
terms in relation to the appointment of the Group’s external
auditors are fair and reasonable.

An Investment Steering Committee was established in June
2010. During the year and until the date of this report, members
composed of one Executive Director, one Non-executive
Director and two Independent Non-executive Directors. The
Committee is responsible for the consideration, recommendation
of potential investment projects. Ad-hoc meetings will be held
when potential projects are identified. During the meeting, they
will review individual project’s position and action to be taken
if necessary, and to recommend to the board for consideration
and approval.

REBEFERN EZEZEE

il

BEITUR

mﬂ>

S o

EVZBECRHAREEE_T——-F+_-A
ST -HLEFEZREREARE - BEREREER
RUEFREZHRENTEERETER  EWRAR
ERBRE LR EDRE-

BERGRDEBEEARBIREBD S
5 GERBATA

REBEZBER _Z—ZEF AKRI-FARE
ERREHEES &EE*%%ﬁ%% —HBIIFWITE
EMMEBEBILFATEFEAKR -ZZEGREEZR
REBEBEGERERE BREZNCHMELHEE

RFERTT - M & L M5 Rt (8 5118 B AR KRR
Rz (NMEFE) AMNE=FSHELEBES
DA E B e Hh



CORPORATE GOVERNANCE REPORT

Al A

T=EER

iy

R

DIRECTORS’ AND AUDITORS’
RESPONSIBILITIES FOR ACCOUNTS

The Directors’ responsibilities for the accounts and the
responsibilities of the external auditors to the shareholders of the
Company are set out on pages 39 and 40 of this report.

INTERNAL CONTROL

The Board has conducted a review of the effectiveness of the
Group’s system of internal control to ensure the effective and
adequate internal control system. The Board convened meetings
regularly to discuss financial, operational and compliance
controls risk management functions.

COMPANY SECRETARY’S TRAINING

During the year ended 31 December 2012, Mr. Cheng has
received no less than 15 hours of relevant professional training
to refresh his skills and knowledge.

SHAREHOLDERS’ RIGHTS

Convening a Special General Meeting

Shareholders holding not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general
meetings can send a written request to the Board or the
Secretary of the Company to request a Special General Meeting
(“SGM”).

The written request should be deposited at the principal place
of business of the Company in Hong Kong at Suite 3404, 34/F,,
Bank of America Tower, 12 Harcourt Road, Central, Hong Kong,
for the attention of the Company Secretary.

The written request must state the resolution(s), accompanied by
a statement of the matters referred in the proposed resolution(s)
and signed by the shareholder(s) concerned.
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The request will be verified with the Company’s share registrar
and upon its confirmation that the request is proper and in order,
the Company will convene a SGM within twenty-one (21) days of
the deposit of the request. The actual SGM shall be held within
two (2) months after the deposit of the written request.

The procedures for shareholder(s) to put forward proposals at
SGM include a written notice of those proposals being submitted
by the shareholder(s) of the Company, addressed to the Board
or the company secretary at the principal place of business
of the Company in Hong Kong at Suite 3404, 34/F., Bank of
America Tower, 12 Harcourt Road, Central, Hong Kong.

The procedures for shareholders to propose a person for
election as a Director are available on the Company’s website at
http://www.aplushk.com/clients/1159.
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During the year ended 31 December 2012, there were no
significant changes to the Company’s constitutional document
save for those approved at the Annual General Meeting (‘AGM”)
held on 1 June 2012 to pass a special resolution approving
the amendments to the Company’s Bye-laws to conform to
the provisions of the Listing Rules and the Code (including
the amendments thereto). The updated consolidated version
is available on the websites of the Company and the Stock
Exchange.

The Company discloses relevant information to shareholders
through the Company’s annual report and financial statements,
the interim report, as well as the AGM. The AGM allows the
Directors to meet and communicate with shareholders.

To further promote effective communication, the corporate
website is maintained to disseminate Company announcements
and other relevant financial and non-financial information
electronically on a timely basis.
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Mr. Sun Ying Chung (“Mr. Sun”), aged 73, has extensive
experience in the investment, construction and property
development in the major cities of the PRC. Mr. Sun has been
the Chairman and Managing Director of the Company since April
2009.

Mr. Chan Sung Wai (“Mr. Chan”), aged 64, has been an
Executive Director of the Company since April 2009. Mr. Chan
has extensive experience in trading, real property and shipping
industries. He also has extensive experience in financial and
media business. He has been working for a number of years
on the major media companies in Hong Kong, and responsible
for covering, editing and writing commentaries. Mr. Chan has
also been a chief editor of the petroleum magazine and has
comprehensive knowledge on the media industry in the PRC.

Mr. Chan was an executive director of Grand Field Group
Holdings Limited (stock code: 115) during the period from
November 2007 to June 2008, and Energy International
Investments Holdings Limited (stock code: 353) during the
period from November 2008 to April 2011 and Asia Resources
Holdings Limited (stock Code: 899) for the period from October
2008 to September 2012.
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Mr. Lee Kwok Leung (“Mr. Lee”), aged 59, has been a Non-
executive Director of the Company since 2000. He is the
managing director of Derico Financial Capital Limited and
Success Talent Investments Limited. He has years of direct
investment, fund management and banking experience. Mr.
Lee holds an investment advisor status from the Securities and
Futures Commissions from 2000.

Mr. Yang Yiu Chong, Ronald Jeffrey (‘Mr. Yang”), aged 46,
has been a Non-executive Director of the Company since 2000.
He is also an executive director of Sing Tao News Corporation
Limited (stock code: 1105), a listed company in Hong Kong. He
had worked in the corporate finance field with an international
bank for four years and held a senior position with a publicly
listed printing company. Mr. Yang holds a double bachelors’
degree in accounting and finance from Boston University, the
United States of America.
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Mr. Lum Pak Sum (“Mr. Lum”), aged 52, has been an
Independent Non-executive Director of the Company since April
2009. Mr. Lum 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, UK. 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 (stock code: 115) for the period
from July 2004 to May 2008, China Star Fiim Group Limited
(stock code: 8172) for the period from September 2005 to
December 2008, Heng Xin China Holdings Limited (stock code:
8046) for the period from June 2007 to November 2008 and
Energy International Investments Limited (stock code: 353) for
the period from September 2005 to June 2011.

Currently, he is an independent non-executive director of
Waytung Global Group Limited (stock code: 21), Bestway
International Holdings Limited (stock code: 718), Radford Capital
Investment Limited (stock code: 901) and Asia Resources
Holdings Limited (stock code: 899). These companies are listed
on The Stock Exchange of Hong Kong Limited. He is also an
independent director of Asia Green Agriculture Corporation, a
company trading on the Over-The-Counter Bulletin Board in the
United States since September 2011.
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Mr. Mak Ka Wing, Patrick (“Mr. Mak”), aged 48, has been
an Independent Non-executive Director of the Company since
April 2010. Mr. Mak is a Registered Solicitor of the High Court of
Hong Kong and a Managing Partner of Patrick Mak & Tse. Mr.
Mak has extensive legal experience as a practicing solicitor. He
is also a China-Appointed Attesting Officer and Civil Celebrant
of Marriages.

He was awarded the Hong Kong Common Professional
Examination Certificate in Laws by The University of Hong Kong
in 1995 and was awarded his Postgraduate Certificate in Laws
(P.C.LL) by The University of Hong Kong in 1998.

His major areas of practice include civil litigation, SFC
investigations and proceedings, insolvency and bankruptcy
and corporate finance. He had advised on a broad range of
corporate projects involving corporate finance, merger and
acquisition, project finance, initial public offerings on the Main
Board and the Growth Enterprise Market of The Stock Exchange
of Hong Kong Limited and AIM board listing in the London Stock
Exchange as well as on their corporate structures and due
diligence process.

Mr. Mak is being an independent non-executive director of
U-Right International Holdings Limited (Provisional Liquidators
Appointed) (stock code: 627), China Kingstone Mining Holdings
Limited, Dalian Star Land Property Co., Ltd., Dalian Star Shine
Property Co., Ltd., Dalian Star Bright Property Co., Ltd. and a
director of Asia Green Agriculture Corporation (OTCBB:AGAC)
which incorporated under the laws of the State of Nevada, USA.
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Mr. Shum Kai Wing (“Mr. Shum”), aged 48, was appointed
an Independent Non-executive Director of the Company on 20
September 2012. Mr. Shum graduated from City University of
Hong Kong with a Bachelor degree in Accountancy in 1992.
Mr. Shum is a fellow member of Chartered Association of
Certified Accountants and an associate member of Hong Kong
Institute of Certified Public Accountants. He has over 20 years’
accounting experience in commercial sectors, including working
for an international audit firm for 4 years.

Mr. Shum is currently the Manager, Financial Advisory of Sunnic
Corporate Management Limited.

Mr. Shum was an independent non-executive director of
Wonderful World Holdings Limited (Stock code: 109) from
August 2004 to July 2007 and Galileo Capital Group Limited
(Stock code: 8029) from January 2004 to August 2006. He was
the Financial Controller and Company Secretary of G.A. Holdings
Limited (Stock code: 8126) during the period from August 2001
to December 2004.
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The Directors have pleasure in presenting their annual report
and the audited consolidated financial statements of Karce
International Holdings Company Limited (the “Company”) and
its subsidiaries (collectively the “Group”) for the year ended 31
December 2012.

The Company is an investment holding company. The activities
of its principal subsidiaries are set out in note 32 to the
consolidated financial statements.

The results of the Group for the year ended 31 December 2012
are set out in the consolidated statement of comprehensive
income on page 49 and 50 of the annual report.

There were no movements in either the authorised or issued
share capital of the Company during the year. Details of the
share capital of the Company are set out in note 28 to the
consolidated financial statements.

Details of movements in reserves of the Group during the year
are set out in the consolidated statement of changes in equity on
page 55 of the annual report.
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The Company had no distributable reserves at 31 December
2012 calculated under The Companies Act 1981 of Bermuda
(as amended). The Company’s share premium account, in
the amount of HK$102,675,000 at 31 December 2012 (2011:
HK$102,675,000), may be distributed in the form of fully paid
bonus shares.

Under the Companies Act 1981 of Bermuda (as amended), the
contributed surplus account of the Company is available for
distribution. However, the Company cannot declare or pay a
dividend, or make a distribution out of contributed surplus if:

(@ it is, or would after the payment be, unable to pay its
liabilities as they become due; or

(b)  the realisable value of its assets would thereby be less than
the aggregate of its liabilities and its issued share capital
and share premium accounts.

During the year ended 31 December 2012, 100% of purchases
of the Group were made from one supplier. The aggregate sales
attributable to the Group’s largest customer and all customers,
which is in a total of four, taken together accounted for 45% and
100% respectively of the Group’s total turnover for the year.

None of the directors, their associates or any shareholders of
the Company (which to the knowledge of the directors of the
Company own more than 5% of the Company’s share capital)
had any interest in the five largest suppliers or customers.
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The directors who held office during the year and up to the date
of this report were:

Mr. Sun Ying Chung

Mr. Chan Sung Wai (Deputy Chairman)
Mr. Wong King Lam, Joseph (not re-elected on 1 June 2012)

Mr. Lee Kwok Leung
Mr. Yang Yiu Chong, Ronald Jeffrey

Mr. Lum Pak Sum

Mr. Law Chun Choi (resigned on 25 September 2012)
Mr. Mak Ka Wing, Patrick

Mr. Shum Kai Wing (appointed on 20 September 2012)

In accordance with Bye-laws 86(2), 87(1) and 87(2) of the
Company’s bye-laws, Messrs. Shum Kai Wing, Mak Ka Wing
Patrick and Sun Ying Chung shall retire from office and, being
eligible, offer themselves for re-election at the forthcoming
annual general meeting of the Company.

None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company or any of its subsidiaries which is not determinable
by the Group within one year without payment of compensation
(other than statutory compensation).
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received, from each of the Independent
Non-executive Directors an annual confirmation of his
independence pursuant to Rule 3.13 of the Rules Governing the
Listing of Securities (the “Listing Rules”) on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The Company
considers that all of the Independent Non-executive Directors
are independent.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2012, the interests or short positions of the
Directors and Chief Executive of the Company in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFQ”) which were notified
to the Company and the Stock Exchange, or 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 issuers (“Model Code”) set out in the
Appendix 10 to the Listing Rules were as follows:

Ordinary shares of HK$0.1 each of the
Company (Long positions)

BYFHITES

ARRERERBLIFNTESRETEHARSM
BRAR (B ESR EmRA ([ EMARRL)
FIIBGEREB LM EHOFERER - ARAIRS
BB FNTESHRIEIL -

RZE——FF+_A=+—H ARREEREE
THRABRARQBIREEMEH EE (TEREFH
KA GO ([FH RBEEG]) EXVER) 2 ’kH -
HERDMESTHHEEENT AR BT %
HRERAARBREES RBEKHIEIS245ET
FEzERMSBRE ETMRAMKEETEz EmA
REFETIESFRFMTEESFR] ([1REFR])ES
TMEARRRI LB RSB AR LT

Approximate

Number of ordinary percentage

shares held of issued

Name of Director personal interests share capital
BEBEAERZ HEBRTREAZ

EEpnE EBEREE BHED L
Mr. Sun Ying Chung 23,000,000 3.27%

ETREE



Save as disclosed above, as at 31 December 2012, none of the
Directors or Chief Executive of the Company or their associates
had any interest or short position in the shares, underlying
shares and debentures of the Company or any of its associated
corporation (within the meaning of Part XV of the SFO) which
were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO or
as recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model
Code.

No contract of significance in relation to the Group’s business
(as defined in the Listing Rules) to which the Company or any
of 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.

The Executive Directors have confirmed to the Company that
they are not interested in any business apart from the Group’s
business, which competes or is likely to complete, either directly
or indirectly, with the Group’s business.

The share option scheme adopted by the Company on 29 May
2002 (the “2002 Share Option Scheme”) has been lapsed on 28
May 2012. A new share option scheme (the “2012 Share Option
Scheme”) was adopted by the Company on 1 June 2012. No
options were granted under the 2002 and 2012 Share Option
Schemes since the adoption.

Save as the Share Option Scheme of the Company, at no time
during the year was the Company or any of 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.

BREXBREEN R_T——F+-_A=1+—8"
BEARAEZTHTIETRABAREZBEAL
RARBHEAEMAREE (EXREBHFLBPERK
FIEXVED) 2 Bty ~ IR RE S A AREE
M ERPIEXVER Z B7 %87 B R E & AR A
Ko B 2 B SRR SR AN AR IR E 5 K HR B 1R B
EBRGEATHFEZECMARBRETRASRTT
HMEARA R Z (IR IORR

ARBREEFANERARBEILEAARRES
ERSAEREEAEamMN FRERAFEEM
BEADAERZBAASEEG 2EXAH (E
EREWRA) -

BHRTEETNARAER  BRAKRBEEBI FEH
BREMEGHA D BEEEAEEETER

BADEES TS B

RAABRZEE_FERA- TN BEAZ RERE
FE(ZZEE - RBERERS D ERZE—=F
AAZ+NBERB - ARRR_E——F/"A—AH
EM— I RERETE (22— FRERES
) - BFEMUR MEBRBE TS _FR T —=F
REEREET B E R AR E -

BRARR 2 REBEEIIN RAFRERKEA
ARAHEAH B R BRESBERZ Y BUE
ARAREFAHEBERNR AN EMEAEE
Pt sk & 75 M 2 o

32



33

As at 31 December 2012, so far as was known to the Directors
and the Chief Executive of the Company, the following persons
(other than any director and chief executive of the Company)
who had interests or short positions in the shares and underlying
shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO, or as recorded in the register to be kept by the
Company under Section 336 of the SFO, or as otherwise notified
to the Company and the Stock Exchange:

RZE-——F+-_A=+—HB MARREZFIE
ETBRABA U TAL (RARFEMNEEREE
TTBABBRIN RARRZ B AR RO F HBR
B R E IR EXVERF2 %30 8 Z X A
RMARBRE 2 ERIOAR  AREFF LB
I 3BOIRAMARRFE 2 BRMATCER 2wk
KRB ABTTHMEARNRBI R 2 SRR

Name of shareholder

BRREEFHB

China Eagle Development Limited

(“China Eagle”)

Hsu Ming Shan

T E5IM

Lam Suk Fong

Capacity

&)

Beneficial owner (note 2)

BEalA A (5E2)

Interest held by controlled
corporation (note 2)

REGEEFE 2 ER
(Mt3E2)

Interest held by controlled
corporation (note 2)

REHEEFE 2R
(HMt3F2)

Number of
ordinary
shares held

FiEsEBEREE

4,669,500,000

4,669,500,000

4,669,500,000

Approximate
percentage

of issued

share capital

of the Company
EERRATE BT
RAEBNE DL
(Note 1)

(K¥zE1)

664.83%

664.83%

664.83%



Name of shareholder

BRREEFHB

Fairtime International Limited (“Fairtime”)

Chan Shun Yuen
-3l
Taiwan Micro Display Corporation (“TMDC”)
HEMBEERBERAA
([TMDC )

Golden Mount Limited (“Golden Mount”)

Chim Pui Chung

BHEE

Capacity

8

Beneficial owner (note 3)
EnEB A (H3)

Interest held by controlled
corporation (note 3)

REHEEFE 2R
(Kt3E3)

Beneficial owner (note 4)

BalA A (5E4)

Beneficial owner
EmEA A

Interest held by controlled
corporation (note 5)

REHEERFE 2w
(KzE5)

Number of
ordinary
shares held

FEEREREE

612,500,000

612,500,000

468,000,000

198,944,000 (L)

198,944,000 (L)

Approximate
percentage

of issued

share capital

of the Company
HARLDTFE BT
BAEBABE DL
(Note 1)

(B&E1)

87.21%

87.21%

66.63%

28.33%

28.33%
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Notes:

)

All the shares are long positions.

The percentages are calculated based on the total number of
issued shares of the Company of 702,356,000 shares as at 31
December 2012.

Pursuant to the sale and purchase agreement dated 30 April
2008 and the supplemental agreement dated 24 October 2008
(collectively refer to as the “SPA”), subject to the provisions stated
therein being satisfied, the Company might issue to China Eagle
(beneficially owned by Hsu Ming Shan and Lam Suk Fong) up
to a total of HK$1,867,800,000 zero coupon convertible bonds
(the “Convertible Bond”) due 2014 at a conversion price (the
“Conversion Price”) of HK$0.40 each, which entitling China Eagle
to subscribe for up to 4,669,500,000 conversion shares at the
Conversion Price upon exercise of the conversion rights attached
to the Convertible Bonds in full.

The SPA completed on 15 January 2009 (the “Completion Date”)
and on the same date the Company issued the first tranche
of HK$67,800,000 Convertible Bonds to China Eagle at the
Conversion Price (which entiting China Eagle to subscribe for
169,500,000 conversion shares upon exercise of the conversion
rights attached to the Convertible Bonds in full). As at the date
of this report, the Company has not yet issued the remaining
HK$1,800,000,000 Convertible Bonds.

Pursuant to the SPA, subject to the provisions stated therein being
satisfied, the Company might issue to Fairtime (beneficially owned
by Chan Shun Yuen who now known as Chan Hau Kong) up to
a total of HK$245,000,000 Convertible Bonds, which entitling
Fairtime to subscribe for 612,500,000 conversion shares at the
Conversion Price upon exercise of the conversion rights attached
to such convertible bonds in full.

]
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On Completion Date, the Company issued the first tranche of
HK$45,000,000 Convertible Bonds to Fairtime (which entitling
Fairtime to subscribe for 112,500,000 conversion shares upon
exercise of the conversion rights attached to the Convertible
Bonds in full). As at the date of this report, the Company has not
yet issued the remaining HK$200,000,000 Convertible Bonds.

4. Pursuant to the SPA, the Company issued HK$187,200,000
Convertible Bonds to TMDC on the Completion Date (which
entiting TMDC to 468,000,000 conversion shares upon exercise
of the conversion rights attached to the Convertible Bonds in full).

5. The entire issued share capital of Golden Mount is wholly and
beneficially owned by Mr. Chim Pui Chung. By virtue of the
Securities and Futures Ordinance, Mr. Chim Pui Chung is deemed
to be interested in the 198,944,000 shares of the Company.

Save as disclosed above, the Company had not been notified
and is not aware of any other persons 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
31 December 2012.

The Company had outstanding zero coupon convertible bonds
in the amount of HK$300,000,000, issued in January 2009,
convertible at HK$0.4 per share, due in 2014, issued for the
very substantial acquisition of liquid crystal on silicon (“LC0S”)
Television where details have been disclosed in notes 3 and 26.

Save as disclosed above, the Company had no outstanding
convertible securities, warrants or other similar rights as at
31 December 2012 and there has been no exercise of any
convertible securities, warrants or similar rights during the year.

Related party transactions entered into for the year are set out in
note 34 to the consolidated financial statements.

R B - AR F [AFairtime® 17 & #£45,000,0007%5
TLZ AR ES (H B FFairtime] 7 A # 3% & 5 Kt
F 2 % R R BT 1% 3R B8 112,500,000/% #2 %
Bz R -RARE BE AR A AREITHEE
200,000,000 7T 2 AT #2 % & 5 ©

4. RBEBEEHZ AQ2aRNZTK B RATMDCE 1T
187,200,000 7t 2 Al iR & % (& B T TMDCH]
RAEREFMF2RREERRTEERRB
468,000,000/% & B 10 2 HEF) ©

5. Golden Mountz 2 &fE BT AT REFE R LELE
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EMOLUMENT POLICY

The emolument policy of the employees of the Group is based
on their merits, qualifications and competence.

The emoluments of the directors of the Company are decided
by the Remuneration Committee, upon considering the Group'’s
operating results, individual performance and comparable
market statistics.

The Company has adopted the Share Option Scheme as an
incentive to directors and eligible employees.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

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

During the year ended 31 December 2012, neither the Company
nor any of its subsidiaries has purchased, sold or redeemed any
of the Company’s listed securities.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to and within
the knowledge of the Directors, it is confirmed that there is a
sufficient public float of the issued share capital of the Company
throughout the year ended 31 December 2012.
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The Board recognizes the importance of maintaining a high
standard of corporate governance with an aim to protect the
interests of shareholders. A report on the principal corporate
governance practices adopted by the Company is set out on
pages 11 to 22 of the annual report.

The Audit Committee has reviewed the consolidated financial
statements of the Group for the year ended 31 December 2012.

BDO Limited was appointed as auditor of the Company
pursuant to an ordinary resolution at the special general meeting
of the Company held on 18 March 2013. Deloitte Touche
Tohmatsu, Certified Public Accountants, acted as auditor of the
Company for the period from 21 September 2010 and up to 22
February 2013.

A resolution will be submitted to the annual general meeting to
re-appoint BDO Limited as auditor of the Company.

On behalf of the Board

Sun Ying Chung

Chairman and Managing Director
Hong Kong

28 March 2013
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|IBDO

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

25 Floor Wing On Centre
111 Connaught Road Central

Hong Kong
B5E : +852 2218 8288 ERTaER11158
55K : +852 2815 2239 SkZrhiD 2548

www.bdo.com.hk

TO THE SHAREHOLDERS OF

KARCE INTERNATIONAL HOLDINGS COMPANY LIMITED
SREXEMERAT

(incorporated in Bermuda with limited liability)

We were engaged to audit the consolidated financial
statements of Karce International Holdings Company Limited
(the “Company”) and its subsidiaries (collectively referred to
as the “Group”) set out on pages 49 to 150, which comprise
the consolidated and company statements of financial position
as at 31 December 2012, and the consolidated statement of
comprehensive income, the consolidated statement of cash
flows and the consolidated statement of changes in equity for
the year then ended and a summary of significant accounting
policies and other explanatory information.

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 (the “HKICPA”) and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such internal
control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

BERBEXEEERATDVETRR
(REREXTZHRAA)

AAZEED (AT [RM)) BEEZEUEZENSE
AOFI50ERBREXEEBERAR (U TEBIER
AREMBRAT(UTARBIEEE]) 2G4
BRE WHRAUBREBER-_ZE——F+=-A
S+ —HZEARARAMBRAREHZZA LT
EZEAZERER GABREREXAREKAER
BEHR URFESTHEBEREBHEEER -

RAREFARRBEESGHALE ([EEgt
AR ) B2 BB IR LR KB A A ED
BEAT REREEN AT BEA TR -
DA R 8 S HEE BT 2 B PO BB - LA AR AR A
BTSRRI T A B RS IR T B Y EAHE
SRR o



Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made
solely to you, as a body, in accordance with Section 90 of the
Bermuda Companies Act, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report.

Except for the inability to obtain sufficient appropriate audit
evidence as explained below, we conducted our audit in
accordance with Hong Kong Standards on Auditing issued
by the HKICPA. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain
reasonable assurance as to whether the financial statements
are free from material misstatement. Because of the matters
described in the Basis for Disclaimer of Opinion paragraphs,
however, we were not able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion.

As set out in note 3(i) to the consolidated financial
statements, the Group completed the acquisition of
Pacific Choice Holdings Limited (“Pacific Choice”) and its
subsidiaries (collectively referred to as the “Pacific Choice
Group”) on 15 January 2009 for a total consideration
of HK$604,616,000 which mainly comprised cash,
promissory notes issued by the Group and convertible
bonds issued by the Company.

As set out in note 3(ii) to the consolidated financial
statements, the directors of the Company have been
unable to obtain and access to the books and records
of Bt& K E (3 /M)HE MR QA United Opto-Electronics
(Suzhou) Co., Ltd. (the “PRC Subsidiary”), an indirectly
owned subsidiary of Pacific Choice, after 30 November
2009 and resolved that the Group no longer had the power
to govern the financial and operating policies of the PRC
Subsidiary, and accordingly the control over the PRC
Subsidiary was lost on that date.
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The PRC Subsidiary has therefore been deconsolidated
from the consolidated financial statements of the Group
and recognised as an available-for-sale investment from
1 December 2009 onwards. Besides, since the assets of
the PRC Subsidiary and the planned operations thereof
predominantly accounted for the reason for which the
Group acquired the Pacific Choice Group, the loss of
control over the PRC Subsidiary effectively impaired any
practical value of the entire Pacific Choice Group, if any,
and therefore, the directors of the Company considered
that assets of the entities comprising the Pacific Choice
Group other than the PRC Subsidiary (the “Pacific Choice
Remaining Group”) should be fully impaired on the same
date the Group lost control over the PRC Subsidiary.

As a result of the circumstances described above, the
directors of the Company have been unable to provide us
with a complete set of accounting books and records of
the PRC Subsidiary. We were appointed as auditors of the
Company pursuant to an ordinary resolution passed at the
special general meeting of the Company held on 18 March
2013. We have therefore been unable to carry out audit
procedures to obtain sufficient appropriate audit evidence
to satisfy ourselves as to whether:

(i) the accumulated losses of the Group as at 31
December 2012, 31 December 2011 and 1 January
2011 resulted from the losses on (i) deconsolidation
of the PRC Subsidiary and (i) incurred by the
PRC Subsidiary for the period from 15 January
2009 (date of acquisition) to 30 November 2009
(date of deconsolidation) were free from material
misstatement; and

(i) the Group had lost its control over the PRC
Subsidiary and whether it was appropriate to
deconsolidate the assets and liabilities and cease to
record results of operations of the PRC Subsidiary
from the consolidated financial statements of the
Group and be recognised as an available-for-sale
investment.
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We were therefore unable to determine whether
any adjustments were necessary to be made to the
accumulated losses as at 1 January 2011 and the results
of operations for the years ended 31 December 2012 and
31 December 2011 that might have a significant effect on
the state of the Group’s affairs as at 31 December 2012,
31 December 2011 and 1 January 2011 and on its loss
for the years ended 31 December 2012 and 31 December
2011. The predecessor auditor disclaimed their audit
opinion on the consolidated financial statements for the
years ended 31 December 2011 and 31 December 2010.

As set out in note 3(i) to the consolidated financial
statements, on 15 January 2009, the Company issued
zero-coupon convertible bonds due in 2014 with a
principal amount of HK$300,000,000, subject to a
downward adjustment, as part of the consideration for
acquisition of the Pacific Choice Group. As set out in note
26 to the consolidated financial statements, the directors
of the Company appointed an independent valuer to
perform a valuation of the fair value of the convertible
bonds issued at the date of issue on 15 January 2009.
However, we were not provided with the explanation
that we considered necessary for the assessment of
the valuation of the convertible bonds and there were
no alternative audit procedures that we could perform
to obtain sufficient audit evidence to satisfy ourselves
as to whether the valuation was properly prepared and
accordingly, we were unable to satisfy ourselves as to
whether:

()  the fair value of the liability component of the
convertible bonds on initial recognition was
reliably measured in accordance with the
relevant requirements of Hong Kong Accounting
Standard (“HKAS”) 39 “Financial Instruments:
Recognition and Measurement” issued by the
HKICPA (‘HKAS 39”) and whether their carrying
values of HK$261,725,000, HK$229,583,000 and
HK$201,389,000 as at 31 December 2012, 31
December 2011 and 1 January 2011, respectively,
as disclosed in note 26 to the consolidated financial
statements were free from material misstatement;
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)

(iv)

convertible bonds reserve of HK$120,398,000 as
at 31 December 2012, 31 December 2011 and 1
January 2011 representing equity component of
the convertible bonds (net of related deferred tax
liabilities arising from the issue of the convertible
bonds) recognised directly in equity, income
tax credit of HK$5,303,000 and HK$4,652,000
recognised in the profit or loss for the years
ended 31 December 2012 and 31 December
2011 respectively, and the deferred tax liabilities
arising from the issue of the convertible bonds of
HK$6,316,000, HK$11,619,000 and HK$16,271,000
as at 31 December 2012, 31 December 2011 and 1
January 2011, respectively, were free from material
misstatement;

any other embedded derivatives of the convertible
bonds issued for the acquisition of the Pacific Choice
Group would have been recognised in accordance
with HKAS 39 as at 31 December 2012, 31
December 2011 and 1 January 2011;

goodwill of HK$77,685,000 arising from the
acquisition of the Pacific Choice Group as at 15
January 2009 (date of acquisition) as disclosed in
note 18 to the consolidated financial statements was
reliably measured in accordance with the relevant
requirements of Hong Kong Financial Reporting
Standard 3 “Business Combinations” issued by
the HKICPA and whether the impairment loss on
this goodwill of HK$77,685,000 recognised in the
profit or loss for the year ended 31 December 2009
and included in the accumulated losses as at 31
December 2012, 31 December 2011 and 1 January
2011 was free from material misstatement; and

the interest charge recognised in the profit or
loss in respect of the liability component of the
convertible bonds, as set out in note 26 to the
consolidated financial statements, amounting to
HK$32,142,000 and HK$28,194,000 for the years
ended 31 December 2012 and 31 December 2011,
respectively, were free from material misstatement.

)

(iv)
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We were therefore unable to determine whether any
adjustments were necessary to be made to the carrying
amounts of the liability component of the convertible
bonds as at 31 December 2012, December 2011 and 1
January 2011, the accumulated losses as at 1 January
2011 and the results of operations for the years ended 31
December 2012 and 31 December 2011 that might have
a significant effect on the state of the Group’s affairs as
at 31 December 2012, 31 December 2011 and 1 January
2011 and on its loss for the years ended 31 December
2012 and 31 December 2011. The predecessor auditor
disclaimed their audit opinion on the consolidated financial
statements for the years ended 31 December 2011 and 31
December 2010.

As set out in note 3(i) to the consolidated financial
statements, on 15 January 2009, the Group issued zero-
coupon promissory notes due in 2011 with a principal
amount of HK$375,000,000 as part of the consideration
for the acquisition of the Pacific Choice Group. As
further set out in note 25 to the consolidated financial
statements, principal amounts of HK$250,000,000 and
HK$37,500,000 of the promissory notes were early settled
and cancelled respectively in 2009, and the maturity of
the remaining promissory notes with a principal amount of
HK$87,500,000 was extended to January 2012 without
further extension granted during the year. However, this
liability has neither been settled nor, in the opinion of the
directors, a demand for claims has been received from
the noteholder or its representative up to the date of this
report.
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We circulated direct confirmations to the noteholder but
did not receive a reply and there were no alternative audit
procedures that we could perform to obtain sufficient audit
evidence to satisfy ourselves as to whether the promissory
notes of HK$87,500,000 and HK$87,036,000 included
in the consolidated statement of financial position as at
31 December 2012 and 31 December 2011, respectively,
and the pertinent interest charge of HK$464,000 and
HK$12,072,000 and income tax credit of HK$76,000
and HK$1,992,000 recognised in the profit or loss for the
years ended 31 December 2012 and 31 December 2011,
respectively, were free from material misstatement. Any
adjustment that might have been found to be necessary in
respect of the above may have a significant effect on the
state of the Group’s affairs as at 31 December 2012 and
31 December 2011 and on its loss for the years ended 31
December 2012 and 31 December 2011. The predecessor
auditor disclaimed their audit opinion on the consolidated
financial statements for the years ended 31 December
2011 and 31 December 2010.

The Group acquired an intangible asset in the acquisition
of the Pacific Choice Group in 2009. The carrying amount
of this intangible asset was fully impaired in the year ended
31 December 2009. (See limitation of scope (a) above).

Included in the consolidated statement of financial
position as at 1 January 2011 as set out in note 17 to the
consolidated financial statements, the carrying value of
this intangible asset amounted to HK$50,000,000. This
HK$50,000,000 uplift arose from the partial reversal of
the impairment loss recognised during the year ended 31
December 2010. The amount of reversal was determined
by the directors of the Company based on the amount
of the non-refundable deposit received in January 2011
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JT % 87,036,000 T2 AR EBEENEE-F
——F+ - A=t+t—HKEkZZE—F+=A
=+ —HIEFEDRINIERER 2464,000/ 7T
12,072,000/ 7T 2 HHE T 2 3 1 & A5 B
%,76,00078 7T 51,992,000 T2 B ~MEEE K
SE AR PR AL o 43 IRBH _EMAEH TR ST T
BlEMAERY BEER_T——-F+=
A=+—BRk=ZZ—F+_A=+—Hz=
BHRAREHEZE-—ZE——#+-A=+—HE
—E——F+-_AZ+—HUEFEZEEBEEKX
BAVE -IIREMTERBEZE—_T——F
+-A=+—BR=-_ZE-ZFF+=-_A=+—8H
I FEZREVBRREREZER -

AEBER ZZ T NF UWHEPacific Choicelss i
—HEREE -ZENEEZFAEREE
EENFT A=+ HULEFESEHERE
(B2HLEXHERH ) °

BUNERE MR 17T E R ——F
—HA—BZHEeMBIRARBELEREES
50,000,000 T2 B EE -REBE_ZT—TF
T A=+ —HIEFERERZREEEI D
(0] & 4£50,000,00058 70 2 = Ft o sz B B 58 5
B BEAREERER-_Z——F—ApEs
H & Sourcestar Profits Limited ( [ Sourcestar J )
N E W B A 7]~ Pacific Choicefs B i U BX 2 1~
AREXRSSHEET HUWERE YRR



for the proposed disposal of Sourcestar Profits Limited
(“Sourcestar”) and its subsidiaries, the Pacific Choice
Group. As detailed in note 3(iv) to the consolidated
financial statements, the total consideration of the
proposed disposal was more than HK$50,000,000. We
were not provided with an assessment of recoverable
amount of the intangible asset prepared in accordance
with HKAS 36 “Impairment of Assets” issued by the
HKICPA (“HKAS 36"), we therefore were unable to satisfy
ourselves as to whether any reversal of impairment loss
should be recognised and whether the reversal amount of
HK$50,000,000 included in the accumulated losses as at
1 January 2011 was free from material misstatement and
the carrying value of the intangible asset as at 1 January
2011 had been properly stated in accordance with HKAS
38 “Intangible Assets” issued by the HKICPA (‘HKAS 38”).

As set out in notes 3(v) and 17 to the consolidated
financial statements, the proposed disposal of Sourcestar
and the Pacific Choice Group was terminated upon the
lapse of the relevant agreement during the year ended
31 December 2011 and the directors of the Company
determined that the then carrying value of the intangible
asset of HK$50,000,000 was fully impaired. Due to the
circumstances described in the above paragraph and we
were not provided with an assessment of recoverable
amount of the intangible asset prepared in accordance
with HKAS 36 by the directors of the Company, we were
therefore unable to satisfy ourselves as to whether:

(i) the impairment of such amount (as disclosed in
note 11 to the consolidated financial statements)
recognised in the profit or loss for the year ended 31
December 2011 and included in the accumulated
losses as at 31 December 2012 and 31 December
2011 was properly determined in accordance with
the requirements of HKAS 36; and
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(i)  the carrying values of the intangible asset has been
properly stated in accordance with HKAS 38 as at 31
December 2012 and 31 December 2011.

Any adjustment that might have been found to be
necessary in respect of the above may have a significant
effect on the state of the Group’s affairs as at 31
December 2012, 31 December 2011 and 1 January
2011 and on its loss for the years ended 31 December
2012 and 31 December 2011. The predecessor auditor
disclaimed their audit opinion on the consolidated financial
statements for the years ended 31 December 2011 and 31
December 2010.

As set out in note 2 to the consolidated financial statements,
the Group incurred a loss of approximately HK$35,285,000
during the year ended 31 December 2012 and, as of that date,
had net current liabilities and net liabilities of approximately
HK$77,689,000 and approximately HK$340,650,000
respectively. The Company is pursuing certain measures to
improve the Group’s liquidity and financial position. The validity
of the going concern assumption on which the consolidated
financial statements are prepared is dependent on the
successful implementation of these measures. The consolidated
financial statements have been prepared on the assumption that
the Group will continue as a going concern and therefore do not
include any adjustments relating to the realisation of assets and
the recognition of further liabilities that may be necessary if the
Group is unable to continue as a going concern.

Should the going concern assumption be inappropriate,
adjustments may have to be made to reflect the situation that
assets may need to be realised other than at the amounts at
which they are currently recorded in the consolidated statement
of financial position. In addition, the Group may have to provide
for further liabilities that might arise, and to reclassify non-current
assets and liabilities as current assets and liabilities.
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Because of the significance of the matters described in the Basis
for Disclaimer of Opinion paragraphs, we have not been able to
obtain sufficient appropriate audit evidence to provide a basis for
an audit opinion. Accordingly, we do not express an opinion on
the consolidated financial statements. In all other respects, in our
opinion the consolidated financial statements have been properly
prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BDO Limited

Certified Public Accountants

Cheung Sai Kit

Practising Certificate Number P05544

Hong Kong
28 March 2013
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For the year ended 31 December 2012 HZ2-F——F+_-A=+—HIEE

Continuing operations
Revenue
Cost of goods sold

Gross profit/(loss)

Other revenue

Other gains and losses
Administrative expenses
Finance costs

Loss before taxation
Income tax credit

Loss for the year from
continuing operations

Discontinued operations
Loss for the year from
discontinued operations

Loss for the year, attributable to
owners of the Company

Increase/(decrease) in fair value of
available-for-sale investments,
representing other comprehensive
income for the year

Loss and total comprehensive
income for the year,
attributable to owners of
the Company

Notes

P

BEREEK
W %5 7
BEEEMK AL

EM,/(18)

HAbUA

H i Wras B 18

TTHRAX

BERA 9

BREL AT B 1R
CIREL 5 10

KAEFBREEBZ
AEREER

RIERERE
KERIEEERE
AEEER 11

RRTEE AEMS
TEEER

AHHEREZ AFE
g, Ofd) - BRAEF
Bz H b 2EmKRA

ERREE AN
TEEBFRR
EEHBARE
12

2011
—F—F
HK$'000
TAT

5,025
(6,232)
(1,207)
2,515
(8,109)

(40,266)

(47,067)
6,644

(40,423)

(35,000)

(75,423)

(75,437)



Consolidated Statement of Comprehensive Income

reEmERER

For the year ended 31 December 2012 #E-Z——F+-A=+—HI&E

2012 2011
—E——fF —T——F
Notes HK cents HK cents
hg=s Al 7L
Loss per share SREE 15
From continuing and discontinued RERFEREER MR IE
operations B BT
— Basic - HK (5.02) (10.74)
- Diluted - (5.02) (10.74)
From continuing operations REFFECEES
~ Basic -EA (5.02) (5.76)
— Diluted -#E (5.02) (5.76)
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At 31 December 2012 R=E—=%#+-HA=1+—H

Non-current assets £l ﬁ BHEE
Equipment R
Intangible asset ﬂﬁ/ﬁﬁ
Goodwil mE i
Available-for-sale investments AHHERE
Current assets RBEE
Inventories FE
Trade receivables B 2 R
Prepayments TR RIE
Bank balances and cash RITEFELERS
Current liabilities RBEE
Accruals and other payables EETERA R EM
FE 1 50R
Promissory notes A H R
Net current liabilities REBAEFE
Total assets less current BEERRBEE
liabilities
Non-current liabilities ERBERE

Amount due to a shareholder

Convertible bonds RESEE
Deferred tax liabilities RERIBEEE
Net liabilities aEFE
Capital and reserves attributable ZERATHEEAEBEELXR
to owners of the Company #E
Share capital fi& 7%
Reserves i

e — R BR R

The consolidated financial statements on pages 49 to 150 were
approved and authorised for issue by the Board of Directors on
28 March 2013 and are signed on its behalf by:

Sun Ying Chung
¥§]_- /ELF:\
Chairman and Managing Director

FTIEREFLETE

2011

—F——F

Notes HK$’000
Bt 5 THETT
16 16
17 -
18 -
19 5,220
5,236

20 937
21 927
474

23 19,293
21,631

3,757

25 87,036
90,793
(69,162)
(63,926)

34 1,653
26 229,583
27 11,695
242,931
(306,857)
28 70,236
33 (877,093)
(306,857)
FLOEEFI0EZREMBREIN-_TE—=F=
AZTN\BEZEE2ER &&%W%’f Wi T5E
BERREZ:
Chan Sung Wai
BREE
Director
EF



Statement of Financial Position

BT AR LR

At 31 December 2012 R=E—=%#+-HA=1+—H

2012 2011
—E-——fF —E——fF
Notes HK$’000 HK$'000
B 5 FHE T FAEIT

Non-current assets ERBEE
Available-for-sale investments AIHEERE 19 6,712 5,220
Investments in subsidiaries REB AR 2 ’E 32 77 77
6,789 5,297

Current assets REBEE
Prepayments TERT IR 966 474
Amount due from a subsidiary FEY— I F B A R IR 22 1 -
Bank balances and cash RITHEGFENES 23 5,607 14,547
6,574 15,021
Current liabilities REBERE

Accruals and other payables FEET B A N H A e AT 5B 1,579 1,743
Amount due to a subsidiary e —EM B A E 3KIB 24 165,522 165,527
167,101 167,270
Net current liabilities nEBEFE (160,527) (152,249)
Total assets less current liabilities BEERTBAE (153,738) (146,952)

Non-current liabilities FkRBEE
Convertible bonds Al E S 26 261,725 229,583
Deferred tax liabilities FEIERIE B E 27 6,316 11,618
268,041 241,201
Net liabilities BEFE (421,779) (388,153)

Capital and reserves EXRR#E
Share capital % < 28 70,236 70,236
Reserves Gepi 33 (492,015) (458,389)
(421,779) (388,153)

Sun Ying Chung
EOTR
Chairman and Managing Director
FEREFREIE

Chan Sung Wai
BREESE
Director

EF
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For the year ended 31 December 2012 HZ2-F——F+_-A=+—HIEE

Operating activities

Loss before taxation:
Continuing operations
Discontinued operations

Adjustments for:
Depreciation of equipment
Loss on disposal of equipment
Provision for cost of inventories
Gain on forfeiture of the deposit received
for disposal of subsidiaries
Impairment loss recognised
in respect of intangible asset
Reversal of impairment loss of trade
receivables, net
Dividend income
Finance costs

Operating cash flows before
movements in working capital
Decrease/(increase) in inventories
Decrease in trade receivables
Increase in prepayments
Decrease in trade payables
(Decrease)/increase in accruals

Cash used in operations and
net cash used in operating activities

REEK

BRI A& 1R -
FEREER
RIEEE X

BN EAE:
RIGIE
HERBZER
TR A B
U B E A E

EIRE 2 e
LB EEER
B R 1B
BHRWHIALZ
BB B 18 3 )% 7R
P B A
A& PR

LEETHPHNCKEERSD
Jzx

L

1=

=

<

|
FERD (M)

B 5 UG R A
JEAS FRIRIE hO

B 5 e RIE R
FEETE R ORld)

RRBEXBZRER
RRELES 2R FHR

2011
—F—F
HK$'000
TAT

(47,067)
(35,000)

(82,067)

6
5
1,900

(15,000)

50,000

(2,516)

40,266

(7,406)
(937)
7,514
(59)
(1,196)
1,261

(819)



For the year ended 31 December 2012 2 -F——F+_A=+—HIEE

Investing activities

Refund of deposit received for disposal of
intangible asset

Purchases of available-for-sale investments

Purchase of equipment

Deposits received for disposal of intangible
asset

Dividend income

Net cash generated from
investing activities

Cash used in a financing activity
Repayment to a shareholder

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents
at the beginning of the year

Cash and cash equivalents
at the end of the year,
represented by bank balances and cash

REXK
REMERTEEZ
B e
BEAHKERE
BEERE
HEBTVEEZCWIZE

B B A
REREXBEZHEFE
RRBEEBHZRE
BN —RBRERZFHIA

ReRkBEEEEEE
(R4) /48 048

FUNZRERREEEER

ERZBEERREEEER

BRTEFNER

2011
—F—F
HK$'000
TAT

(35,000)
(5,234)
(10)

50,000

9,756

(5,500)

3,437

15,856

19,293
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Karce International Holdings Company Limited ® Annual Report 2012

Consolidated Statement of Changes in Equity

GAEREBE

For the year ended 31 December 2012 #EZ-Z——F+-A=+—HI&E

Capital Investment ~ Convertible
Share Share  redemption Special  revaluation bonds  Accumulated
capital premium reserve reserve reserve reserve losses Total
g% RE THER
RA& RO EE BERE Rl Bt B5fRE 2iER At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TET TiEn FiET TiEn FiET TR FiET
At 1 January 2011 RZE-——5-A-H 70,236 102,675 1,564 (123) - 120,398 (526,170) (231,420)
Loss for the year rEEER - - - - - - (75,423) (75,423)
Decrease in fair value of RLEREATERD
avallable-for-sale investments - - - - (14) - - (14
Loss and total comprehensive income TEEBERENEES
for the year - - - - (14) - (75,428) (75,437)
At 31 December 2011 RZE——F+-A=+-H 70,236 102,675 1,564 (123) (14) 120,398 (601,593) (306,857)
Loss for the year rEERE - - - - - - (35,285) (35,265)
Increase in fair value of EEEREATEEN
avallable-for-sale investments - - - - 1492 - - 1,492
Loss and total comprehensive income FEEBEREREES
for the year - - - - 1,492 - (35,285) (33,793)
At 31 December 2012 RZE-ZF+ZA=1-H 70,236 102,675 1,564 (123) 1,478 120,398 (636,878) (340,650)

Note: The special reserve of the Group represents the difference
between the nominal amount of the share capital issued by the
Company’s subsidiaries in exchange for the nominal value of
the issued share capital of other subsidiaries pursuant to the
Group’s reorganisation.

Mz AEEZEREEDREEEEANARRMNEL
Bz BEITRABREE M B AR 2B BEITRAR
EEERZZRE-



For the year ended 31 December 2012 2 -F——F+_-A=+—HIEE

The Company is incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The addresses of the registered office and
principal place of business of the Company are at Claredon
House, 2 Church Street, Hamilton HM11, Bermuda
and Suite 3404, 34th Floor, Bank of America Tower, 12
Harcourt Road, Central, Hong Kong, respectively.

The Company acts as an investment holding company.
The principal activities of its subsidiaries are set out in note
32.

The consolidated financial statements are presented in
Hong Kong dollars, which is the same as the functional
currency of the Company.

In preparing the consolidated financial statements, the
directors of the Company have given careful consideration
to the future liquidity of the Group in light of the fact that
the Group incurred a loss of approximately HK$35,285,000
for the year ended 31 December 2012 and as of that date,
had net current liabilities of approximately HK$77,689,000
and net liabilities of approximately HK$340,650,000. These
conditions indicate the existence of a material uncertainty
which may cast significant doubt on the Group’s ability to
continue as a going concern, and therefore the Group may
be unable to realise its assets and discharge its liabilities in
the normal course of business. The consolidated financial
statements have been prepared on a going concern
basis as the directors of the Company consider that, after
taking into account the cash flow projections for the year
ending 31 December 2013, and the bank balances and
cash position of approximately HK$9,917,000 as at 31
December 2012, the Group has sufficient resources to
continue its operations for the foreseeable future.

ARNBEAREAMN LA REREERA
AIRHEBHERBEBBAERZFBRARE ([H
R EM - ARAFdMBEEERETE S
b 25 2 # 4k 9 Bl & Claredon House, 2 Church
Street, Hamilton HM11, BermudaX & /& 1 18
BRB12FEBRITH L34HE3404%E ©

ARARR—EREERAG -EMBARZE
EEEEHNMEES2

HAEMBRRIABIT (REART
GEIEDERIIN

all

ZWEEE

RRBEGEUBERER SR AEEREEC
T+ A=+ BHULFEEEEEY
35,285,000/ L KN Z B FE RS B EFELY
77,689,000/% 7T & B f& % #8 £9340,650,000/%
TZBE ARREFCAFZELAEE 2K
REEES - W EFEBERBERFEANGEHAEE
BEKE R NEEERRMZERTEE
MR AREB A EEINEESEKBIEF
BHELAERENEBGE BRARAESR
AREHEZE—=F+_A=t+—HLEFEZ
BeneBilrR -_T——F+-_A=+—H
ZERITEE S R IR £ AR 499,917,000 T 18 R
B AEEBRHERNRATRRREEHE
B G AMERROEFECEEERE -

56



57

For the year ended 31 December 2012 HZ2-F——F+_-A=+—HIEE

In addition, the following measures would improve the
Group’s liquidity and financial position:

M

the indebtedness of the Group mainly comprised
liabilities arising from the acquisition of the Pacific
Choice Group (as defined in note 3) during the year
ended 31 December 2009, including promissory
notes, convertible bonds and deferred tax liabilities,
amounting to approximately HK$355,541,000 in
aggregate as at 31 December 2012.

The Group has put continuing efforts to negotiate
with the vendors in the Acquisition Agreement (as
defined in note 3) to sell the Pacific Choice Group
back to the vendors and, among other matters,
cancellation of the promissory notes and convertible
bonds, or to seek for other potential purchaser(s)
to acquire the Pacific Choice Group. As set out in
note 25, the maturity of the promissory notes was
extended to January 2012 without further extension
granted. However, these liabilities have not been
settled and no demand for claims of any amount of
the promissory notes has been received from the
holder of the promissory notes or its representative
up to the date of approval of these financial
statements.

As stated in note 3(vi) below, the Company has
initiated legal proceedings against the vendors
on 12 September 2012 in regard to the claim of
restitution for total failure of consideration and
rescission in connection with the Acquisition
Agreement. Subsequently on 8 March 2013, the
Company lodged an application to the High Court
of the Hong Kong Special Administrative Region
(the “High Court’) for a default judgment in favour
of the Company. The details of these are set out in
the Company’s announcement on 8 March 2013. A
court hearing was held on 27 March 2013. Upon the
hearing, there is a court order that the matter will be
adjourned to be heard before a judge in chambers.
Further notice has not been given by the High Court
at the date of approval of these consolidated financial
statements.

AN THERKAREARE 2 RBEE M
BAFSARR -

(i)

AEEBZEHRTEBREBEE_ZTTNF
+=Z A=+—H8 1 FERNARKEPacific
Choice®sE (FERMAS) EEZAE
EER-_Z——F+-A=+—HA
H #9355,541,00078 7T < # H Z 1K - Al
BEHSRELEHEBEAE-

REBEERFES HEKER® (T
FHE5E3) 2 & 75 1 7 & [l Pacific Choice
EETFER W(EFBERE)FHALE
BRABBESFKSRKEMBEERIU
Wy B8 Pacific Choices @ o 3 20 K 7£25F7
AN ZRZIPAERE T ——F
—RAEYEEHE-—TPER-AM - %F
BEMNAGEEEHEZSUBREIE
HES BIEA L REFEARERER
NEBARERZAMNSEZREE XK.

BT XM RSV T AEBER T
—ZFNA+ZBAREREREEE R
EBExeRERTEERBOREMM
EFRNERFR - RZE—=F=ZAN
B ARBRAEAFINTHES S AR
([BEERBEXBBFARNLAR AZ
NETREEH - ZEFEFBHNA
NRIBPA_ZE—=F=ANBZ2AMH-
ERRAMR ZE—=F=-A -+ tH#
ToEETRME ERBESZITEBE
BHREPAEEIE - MILEZ S EIRE
ZBE aFARMARELE—FSBA -
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(i) (continueq)

As referred to the legal opinions, the Company
has taken the firm legal position as evinced in the
statement of claims filed on 12 September 2012
that the Acquisition Agreement should be terminated
and there should be restitution whereby all the
consideration paid or given out by the Company
would be recovered or cancelled in the case of
promissory notes and convertible bonds.

The directors of the Company have evaluated all
the relevant facts available to them, and are of the
opinion that should the legal proceedings against the
vendors be successful, the relevant liabilities to the
vendors arising from the acquisition of the Pacific
Choice Group amounting to HK$475,300,000 as at
31 December 2012 would be derecognised from the
consolidated statement of financial position.

(i) the Group has also continued to explore
opportunities for investments in companies
or projects with solid business platforms and
prospects as part of its strategies for the long-term
development.

In the opinion of the directors of the Company, on the
successful basis of implementation of these measures,
the Group will have sufficient cash resources to satisfy its
future working capital and other financing requirements.
The directors of the Company are of the opinion that the
above measures, taking account of the progress that
has been made so far since initiation, will be successfully
implemented. Accordingly, the directors are of the view
that it is appropriate to prepare the consolidated financial
statements on a going concern basis.

However, should the Group be unable to operate as a
going concern, adjustments might have to be made to the
carrying values of the Group’s assets to state them at their
recoverable amounts, to provide for any further liabilities
which might arise and to reclassify non-current assets and
liabilities to current assets and liabilities, respectively.

0 (&)

BINERB R RRARR T ——%F
NAT-BERBEBEERLS (HNE
RIREBHPMR)  WEHEAT UL
LERARRBEEBREFKE B A
NAARE skt T2 ERER
HEHABALEREMABRKRES -

RARESCTEERENES MEEH
EE REHEES 2 EAEFLRMEF
R-ZE——F+ = B =+—HWHEPacific
Choice %t [# i E & 2 475,300,000/ 7T 2
EREFZHBEEBERGEETBHERA
R MR -

(i) AEBETEENEAEARBREBIER
AIRZARNIBRZRERSE FREK
HBRRM 2 — D -

ARBEERR BRNERZFERZE
®AEEBREERRASERAMEERR
LEETREMBMER K -EHARBEHENAR
FIRBZER ARRESERA  LAEEHK
ARNER -F BEFERS HRELEEE
mAEGEEMBEREBEE -

R MARBARERFEREELE AKEE
EZREESBFLOHE  RIREA KOS
BORUEELCENE-—FEBEFLEE
YHFRBDEERABEDHNEFSOBRARDE
ENAE-
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On 22 May 2008, the Company announced that
Sourcestar Profits Limited (“Sourcestar”), a direct
wholly owned subsidiary of the Company, entered into
a conditional acquisition agreement dated 30 April
2008 (as supplemented) with China Eagle Development
Limited (“China Eagle”) and Fairtime International Limited
(“Fairtime”) (collectively referred to as the “Vendors”)
for the acquisition of the entire issued share capital of
Pacific Choice Holdings Limited (“Pacific Choice”) and
its shareholders’ loans outstanding due to the Vendors
at an aggregate total consideration of no more than
HK$2,700,000,000 (as detailed in note 3(i) below) (subject
to adjustments as detailed below) (the “Acquisition
Agreement”).

At the time of acquisition, Pacific Choice was an
investment holding company holding the entire
shareholding interests in Starwick Development Limited
(“Starwick”), Gold Pioneer Enterprises Limited and
Sheenway Limited (“‘Sheenway”), each of which is an
investment holding company incorporated in the British
Virgin Islands with limited liability. United Opto-Electronics
(Suzhou) Co., Ltd. Bt A Y E (& M) BB A&l (the
“PRC Subsidiary”), an indirect wholly-owned subsidiary
of Starwick incorporated in the People’s Republic of
China (the “PRC”), was in the course of setting up the
manufacturing base in the PRC for the production of
liquid crystal on silicon (‘LCoS”) television and had not
commenced its operations at the time of the acquisition.
Upon completion of the setting-up of the manufacturing
base in the PRC, the planned principal activities of Pacific
Choice and its subsidiaries (collectively referred to as the
“Pacific Choice Group”) would be the design, installation
and manufacturing of high definition projection televisions
and related accessories in the PRC.

As at the date of the acquisition, Sheenway held the
patents as set out in note 17, representing the single
predominant asset of the Pacific Choice Group.

RZEBEENFEAZ+TZH ARAIEM:"
AKpralzBEEE2EWBRF Sourcestar
Profits Limited ([ Sourcestar | ) E2China Eagle
Development Limited ([ China Eagle |) &
Fairtime International Limited ([Fairtime )
(B AEIEAFIYEEA-ZSTN\FN
A=+tHz2BEGRHKERS (K/x) UK
B Pacific Choice Holdings Limited ([ Pacific
Choice | ) 2 2 BEBEITRAREENE S
ZHAREERRER BREGHTBA
2,700,000,0007% 7T (7 15 & 5 T 3B 5E3() )
(ARBET XA TUAFARE) ([KEH

#1) -

U B = 1B B - Pacific Choice A2 &
# B Starwick Development Limited
([Starwick |) * Gold Pioneer Enterprises
Limited & Sheenway Limited ([ Sheenway |)
2 IR EPERR A &)+ M Starwick * Gold Pioneer
Enterprises Limited & Sheenway & B &7 % &
BEABEEFMA L2 EEERERAG HBE
HE(BHEMBRAG ([PEMBAR] &
Starwick A 2E A RLME ([ E ) sF AL
2HE2ENBLR) ERERTEREILE
EEM NAEEERSAE ([LCoS])ER B
PRETIREEERE T AABEEER - RTK
fE P B 7 R E 1% Pacific Choice M £ M
B R 7 (78 A& [Pacific Choice®2E ] ) 2 5t El
TEEBARNPEKERFRTER RABE
Bt RREREEER-

R BB £ 18 2 B 81 SheenwayiF A M 5E1750
& 2 B A BlPacific ChoiceRE 28—+ B &
E o
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Details of the investment in the Pacific Choice Group are M Pacific Choicefe B 2 R EFF BT :

as follows:

As set out in the announcement of the Company
dated 15 January 2009, the Group completed the
acquisition of the Pacific Choice Group on the same
date. Included in the conditions precedent was the
completion of the reorganisation whereby certain
patents and machineries beneficially owned by
Taiwan Micro Display Corp. &EMAI & KRN H
R A F] (“TMDC”) be registered under or owned by
the Pacific Choice Group. Despite certain closing
conditions of the acquisition were not fulfilled in
their entirety, they were conditionally waived by
the Company and the acquisition was considered
as completed on 15 January 2009. In the opinion
of the directors, the Vendors and TMDC were
considered as independent to the Group. Details of
intangible asset acquired and goodwill arisen in the
above transaction are set out in notes 17 and 18,
respectively. Under the Acquisition Agreement, the
total consideration was HK$604,616,000 at the date
of acquisition, which consisted of:

a) cash in the amount of HK$25,000,000;
b)  zero-coupon promissory notes due in 2011

issued by the Group with the principal amount
of HK$375,000,000 (“Promissory Notes”);

MMARATBHRAE-_ZZTHAE—A+H
Bz AMmE AEBRE R TKKE
Pacific Choice%s & o 5o/ & B IE T E
MBI RAEMAYEROBRAT
([aEMAER] ) Exlkaca TER
T2 #2518 LA Pacific Choice® B 4 & 31
SHAERE - BEWEEE A TRIIK
HRAREEENL MZEHREESHULER
NAB GRS KB EERR AR
TEFNF—A+RABER -EERE"
ZEBETREEWMAEZGWEABLR
REB -FIREZEBEEERN LLRZ S
FEEZEHEZFHBINERMF17R
18  IRIFE W NIKIBE R HIBREAR
604,616,000/ 7T * H B #E

a) & %8/A25,000,0008 L 2RE

b) HAEEBTR_Z——FEH>
7K 4 %8 /375,000,000 7T 2 E B
AEEEE ([EEEEK])
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c)  zero-coupon convertible bonds due in 2014
issued by the Company (“Tranche 1 Bonds”)
with the principal amount of HK$300,000,000,
comprising the amounts of HK$67,800,000,
HK$45,000,000 and HK$187,200,000 to China
Eagle, Fairtime and TMDC respectively, of
which a downward adjustment in the amount
of US$4,000,000 (equivalent to approximately
HK$31,000,000) would be made if the transfer
of ownership of certain machineries is not
completed within twelve months from the date
of acquisition. The details are set out below;
and

d)  zero-coupon convertible bonds due in 2014
issued by the Company with the aggregate
principal amount of HK$2,000,000,000, which
would only be issued if the profits of the Pacific
Choice Group in certain specific periods during
the eighteen months ended 30 June 2010
reached certain predetermined levels (“Targeted
Profit Levels”).

As set out in note 25, the maturity of the Promissory
Notes were subsequently extended to January
2012 and were matured but not yet settled up to
the date of approval of these consolidated financial
statements.

In the opinion of the directors, the Targeted
Profit Levels were not reached and none of the
contingently issuable convertible bonds had been
issued during the years ended 31 December 2012
and 2011.

) HMARBEBTR_-_ZT—MNFIH
2 N4 % /300,000,000 7T (£
¥& 5> Bl FE 1+ China Eagle - Fairtime
®TMDC2Z67,800,000# 7T *
45,000,000% 7t % 187,200,000
TIZEEBRES ([E—#E
F|) wEEE TR CHEER
WEEEIEA AR+ @R BHA
R - K ¥ 5% & 7 T §54,000,000
7t (HZ 71 4931,000,000/8 7T ) °
HBEHN T K

d MBEAQRAFETHR-_ZT—NFEH
K4 #%5852,000,000,0008 T2 &
B BRES ZEEHFETRE
E2_E2-FFXA=ZFTHILETNE
A 2 & T % T HfE W Pacific Choice
SEZEMEESETREEETEKT
(TEERFIKFE]) B A ET

BANFT FE25FT &L - A RIB 2 BIEA A BE &
ERE-ZT-——_F-ARREEZER
EMBHRRERRHRESR -

EERR BREMNKFERES &
REBEE_ZE——_FR_FT——F+_H
=+ —BIEFEAREEITHARET
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Since certain of the closing conditions to the
completion of the Acquisition Agreement had
not been fulfilled but conditionally waived by the
Company to proceed with its completion, all of the
Tranche 1 Bonds were held by an escrow agent
pursuant to an escrow agreement until all conditions
(as set out below), as specified in a supplementary
agreement to the Acquisition Agreement signed
on 24 October 2008 between, among others, the
Vendors, Sourcestar, and the Company, had been
fulfiled. Such conditions, among others, included the
release of the pledge created on certain machineries
in favour of certain banks in Taiwan to be delivered
to the Pacific Choice Group, and the establishment
of the production plant in the PRC and in normal
operations.

The Vendors agreed to procure the transfer of
the ownership of the relevant machineries to be
completed within twelve months from the date of
acquisition. Once the transfer of the ownership of
the relevant machineries was completed, the fair
values of those machineries would be recorded
in equipment, and the amount of goodwill arising
from the acquisition of Pacific Choice Group would
also be adjusted. In the event that the transfer of
the ownership of the relevant machineries did not
take place within twelve months from the date of
acquisition, the consideration for the acquisition
would be reduced by US$4,000,000 (equivalent
to approximately HK$31,000,000) pursuant to the
Acquisition Agreement (as supplemented). Details of
these were set out in the Company’s announcement
dated 15 January 2009.

MR T S o B TR IR RE
EKED T EAR AE G E % A
ETRER Bl rAS —HEHERIE
AEHERAERERE EEE L
SourcestarEE R RN AR ZZEZENF+ A
ZTMAEFT CWIERE B HEATE
LB G (IR CRTE ) EER B LE -
BREGSE (EP8RE) BRE@RBR ISR
FPacific Choicets B2 #& THENET
BEBRITAXmAMEIS 2B - MK
FEAEREY EEEE-

EFRERKEBEEABBA; @A
NI ETER GRS R R EE - B
R HEER —KEETR LSS
Z AV EBEARBIET - il ik Pacific
Choicek EfTEA ZEE BB EL
AR WMBBKEZ A RERENKES
HHBREF T ZEARNEZE BIKES
B REBREKERE (KE7R) R
4,000,000 7T (48 % 7 #731,000,0007%
L) cBEFBEER AR AZZTZ
NE—RB+ERZ M-
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3. LIQUID CRYSTAL ON SILICON
TELEVISION BUSINESS (continued)

(i)

(i)

Acquisition of Pacific Choice Group in
January 2009 (continuea)

During 2009, the Group and China Eagle agreed and
transacted accordingly that upon an early repayment
of part of the Promissory Notes for a principal
amount of HK$250,000,000, 10% of the Promissory
Notes (i.e. HK$37,500,000) would be cancelled in
favour of the Group.

During each of the years ended 31 December 2012
and 2011 and up to the date of approval of these
consolidated financial statements, the transfer of
ownership of the relevant machineries had not
been taken place and all certificates of the Tranche
1 Bonds were still held under escrow as at 31
December 2012 and 2011.

Deconsolidation of the PRC
Subsidiary and recognition as
available-for-sale investment, and
impairment loss of the Pacific Choice
Remaining Group in December 2009

Due mainly to the non-cooperation of the
management of the PRC Subsidiary, the directors of
the Company had been unable to obtain and access
to the books and records of the PRC Subsidiary after
30 November 2009 and resolved that the Group
no longer had the power to govern the financial
and operating policies of the PRC Subsidiary, and
accordingly the control over the PRC Subsidiary was
lost on that date.

“ETAZt-BILFE

3.
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ﬁ:t /fﬁ EIIEéI
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The PRC Subsidiary had therefore been
deconsolidated from the consolidated financial
statements of the Group and recognised as an
available-for-sale investment from 1 December 2009
onwards. The directors of the Company determined
that while it was appropriate to deconsolidate the
PRC Subsidiary on the basis of loss of control, the
Group did retain control over the holding companies
incorporated in the British Virgin Islands, including
Sheenway, which holds the patents as set out in note
17.

As the assets of the PRC Subsidiary and the planned
operations thereof predominantly accounted for the
reason for which the Group acquired the Pacific
Choice Group, the loss of control over the PRC
Subsidiary effectively impaired any practical value of
the entire Pacific Choice Group, if any, and therefore,
the directors of the Company considered that the
assets of the entities comprising the Pacific Choice
Group other than the PRC Subsidiary (the “Pacific
Choice Remaining Group”) should be fully impaired
on the same date the Group lost control over the
PRC Subsidiary. As all of the Group’s operations in
production of LCoS television were carried out by
the Pacific Choice Group, the operating segment of
LCoS television has been accordingly classified as
discontinued operations thereafter.

FENBARRALAE-_ZEZNF+ A
—BREIVEGAFTARNEBZLGETE
BEX UHERAATHELERE -ARFE
EETE  BRAEEHEEETEGE P
WEARBEE BAEENEBNE
BEZEEAMRIZZR AR (B
Sheenway' E#FBME17FTH 2 E2F)) 2
P2 1) o

HMARPBENBARIZEERHBEER
=N EE Y B Pacific Choicefs @ 27 B AR
BR - EEFEKEB AR ZIEHETER
BE T Z{#Pacific Choice® E 2 F &
BEE(WE) At ARARESERE
Pacific Choicef s EE T 2 & 8 (= B}
B AR SIN) [Pacific Choicefi 4% E |
CEERRALEEREFBRNBEARZ
THIE R AEERE AR AERAEE
LCoSE R %7 2 76 # Pacific Choice®
BT Ei LCoOSEMRBLE N IHBE S
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As the original production plan had not been realised
and certain terms/undertakings of the Acquisition
Agreement on the part of the Vendors and TMDC
had not been performed, despite the acquisition
of Pacific Choice Group had completed in January
2009, and continual requests by the Group’s
management seeking the Pacific Choice Group’s
assistance and fulfilment of the agreed terms, the
Group issued demand letters in April 2009, May
2009, March 2010 and January 2011 to the Vendors
and the warrantors requesting them to provide
satisfactory explanations and to suggest remedial
actions. No reply had ever been received from the
Vendors or the warrantors.

The Company held a board meeting on 20 April
2010 and resolved that the Company would first
negotiate with the Vendors and the warrantors for
a proposal to sell the Pacific Choice Group back to
the Vendors. Subject to the terms of the proposed
disposal to be agreed, the Tranche 1 Bonds and the
Promissory Notes issued to the Vendors and TMDC
as part of the consideration of the acquisition may be
required to be cancelled. Further details are set out in
the Company’s announcement dated 23 April 2010.
However, at no time had the Company been able to
come up with terms of agreement with the Vendors.

ARREEMEIVEEZERBHET LA
EBHAYEGBITZWEB R B TR
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On 25 January 2011, the Company entered into
a conditional sale and purchase agreement for
the disposal of the entire issued share capital of
Sourcestar, whose principal asset was the entire
interest in the Pacific Choice Group (collectively
referred to as the “Disposal Group”) to an
independent third party, Good Choice Development
Ltd. (“Good Choice”) at an aggregate consideration
of HK$637,500,000 (the “Disposal Agreement”).
On the same date, a non-refundable deposit of
HK$50,000,000 had been received by the Company.
The proposed disposal was subject to the approvals
by the shareholders and the Stock Exchange.

On 28 June 2011, the Company received a letter
from the legal advisers acting for Good Choice,
stating that Good Choice would not consider
extending the long stop date of the Disposal
Agreement and the agreement had therefore
lapsed on 30 June 2011. Good Choice demanded
the return of the above non-refundable deposit of
HK$50,000,000 received by the Company on the
basis of, among other matters, the alleged failure on
the part of the Company to use its best endeavours
to procure the fulfiiment of all the conditions
precedent to completion of the Disposal Agreement
and to execute all acts and deed as may reasonably
be required by the Stock Exchange.

R-E——F—A-+HHB ARQaH
LA 48K {8637,500,000/8 S0 A B 8B = 5
Good Choice Development Ltd. ([ Good
Choice ] ) H &Sourcestar (E T B & &
APacific Choiceft Bz & P A% # « 5118
BIHEEE]) 22MBEEITHRAGT L
ERGEERRE ([HEWE]) BB
AN A B WS A R 48 $2 £50,000,000
PETT o BB B FIRARFRE REAZFT#E
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RZEB——EXAZ+N\RB XR2al#E
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On 24 August 2011, the Company and the
Purchaser entered into a cancellation agreement,
pursuant to which the parties agreed that the
Disposal Agreement was cancelled to the effect
that the Disposal Agreement would have no effect
whatsoever and to release each other from their
respective obligations towards each other as
contained therein. The parties also agreed that a sum
of HK$35,000,000, being part of the above non-
refundable deposit, shall be returned to Good Choice
on the same day as the date of the cancellation
agreesment, while the remaining HK$15,000,000 of
the non-refundable deposit shall be forfeited and
retained by the Company and has been recognised
in profit or loss for the year ended 31 December
2011. Further details of this are set out in note 11.

Under the cancellation agreement, neither of the
parties was entitled to make any claim or bring
any legal proceedings in relation to the Disposal
Agreement in the future.
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As highlighted in note 3(iii) above, the Group has put
continual efforts to demand the Vendors to provide
satisfactory explanations and suggest remedial
actions to the breach of the Acquisition Agreement
in April 2009, May 2009, March 2010 and January
2011. Despite the Company’s good-faith approach
to the Vendors to resolve the issues in an amicable
manner and the Company’s repeated requests for
meetings to discuss about the possible alternatives
on such resolution, the Vendors have continued to
disregard the request of the Company.

The Group was legally advised that by reason
of wrongful breaches by the Vendors and the
warrantors to the Vendors in the acquisition of the
Pacific Choice Group and their failure to take any
remedial actions despite repeated demands by the
Group, there was a total failure of consideration
for what the Group has bargained and paid for
under the Acquisition Agreement. A letter was
therefore, issued by the Group’s legal adviser
dated 23 July 2012 to terminate the Acquisition
Agreement by accepting the wrongful repudiation
of the same on the part of the Vendors and the
warrantors. In the circumstances, those outstanding
convertible bonds in the principal amount of
HK$2,000,000,000, namely, Tranche 2 Bonds,
Tranche 3 Bonds and Tranche 4 Bonds (i.e. those
contingently issuable convertible bonds mentioned
in note 1 above), being the remaining balance of the
consideration under the Acquisition Agreement will
not be issued to the Vendors. A counsel has been
retained to advise and to issue legal proceedings
against the Vendors for claims of rescission and
restitution of all consideration paid including cash
of HK$275,000,000, Tranche 1 Bonds (excluding
those issued to TMDC) of HK$112,800,000 and the
Promissory Notes, to the extent of not being settled,
of HK$87,500,000.
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On 12 September, 2012, the Group has issued
legal proceedings against the Vendors in the High
Court in regard to the claim of restitution for total
failure of consideration and rescission in connection
with the Acquisition Agreement (the “Action”). In the
statement of claim, the Group claims against the
Vendors, among others, for:

(@ a declaration that the Acquisition Agreement
(as supplemented) be null and void for total
failure of consideration;

(b)  an order that the position of the parties, namely
the Company, Sourcestar, the Vendors and
the warrantors, be restored to the original
position prior to the signing of the Acquisition
Agreement, including but not limited to the
return of all consideration paid to the Vendors
for the acquisition totalling HK$475,300,000
which encompasses cash amounting to
HK$250,000,000 and HK$25,000,000 paid
to China Eagle and Fairtime respectively,
Tranche 1 Bonds (excluding those issued
to TMDC and subsequently cancelled on 5
March 2013 as mentioned below) amounting
to HK$112,800,000 of which HK$67,800,000
was issued to China Eagle and HK$45,000,000
was issued to Fairtime, the Promissory Notes,
to the extent of not being settled, amounting to
HK$87,500,000 issued to China Eagle;

(c) alternatively damages to be assessed; and
(d) interests, costs and other relief.
For details of the Action, please refer to the

announcement of the Company dated 12 September
2012.
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The Vendors have not filed acknowledgement of
service or defence before the respective deadlines
as stipulated in the relevant rules of the Rules of the
High Court of Hong Kong Special Administrative
Region, the Group has applied to the High Court
for a judgment by way of summons on 8 March
2013 with regard to, amongst other things, its
claims of restitution for total failure of consideration
and rescission in connection with the Acquisition
Agreement.

Court hearing has been held on 27 March 2013 and
adjourned. Further notice of the hearing has not been
made by the High Court at the date of approval of
these consolidated financial statements.

As referred to in legal opinions, the Company
has taken the firm legal position as evinced in the
statement of claims filed in the Actions that the
Acquisition Agreement should terminate and there
should be restitution whereby all the consideration
paid or given out by the Company would be
recovered or cancelled in the case of promissory
notes and convertible notes.
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Even though the legal proceedings against the
Vendors is still underway, considering that the
Company can get back the Convertible Bonds and
TMDC is willing to co-operate with the Company
in order to get back the patents for their use, as
one of the remedial actions to the above breaches
and to mitigate the loss, the Company agreed to
transfer back to TMDC the entire issued share
capital of Precise Media, the sales patents (excluding
those have already expired), which were transferred
to the Group from TMDC under the Acquisition
Agreement, and to terminate a series of agreements
wherein TMDC granted the Group the rights to use
its patents, as well as other related agreements
signed between TMDC and the Group (known
as the “Termination Transactions with TMDC”). In
return, TMDC shall tender back the part of the
Tranche 1 Bonds issued to TMDC amounting to
HK$187,200,000 to the Company for cancellation.

On 28 February 2013 and 5 March 2013, the
relevant conditions pertinent to the Termination
Transactions with TMDC have been completed to
the effect that the part of Tranche 1 Bonds issued
to TMDC has been tendered back and cancelled,
the unexpired patents recognised as intangible
assets in note 17 with zero carrying amount as at
31 December 2012 has been returned to TMDC and
Precise Media has ceased to be a subsidiary of the
Company accordingly.
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APPLICATION OF NEW AND
REVISED HONG KONG FINANCIAL
REPORTING STANDARDS
(“HKFRSs”)

New and revised HKFRSs applied in the
current year

In the current year, the Group has applied the following
new and revised HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) which
are relevant to the Group’s operations.

Amendments to Disclosures — Transfer of Financial
HKFRS 7 Assets

The application of the new and revised HKFRSs in the
current year has had no material impact on the Group’s
financial performance and positions for the current and
prior years and/or on the disclosures set out in these
consolidated financial statements.
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4. APPLICATION OF NEW AND 4. BHRAFE RIS BB RB R
REVISED HONG KONG FINANCIAL FEA ([BEENEREEL])

REPORTING STANDARDS
(“HKFRSS”) (continued)

New and revised HKFRSs issued but not 2 58 #5 {8 15 AR 4 A T RT R KR4S FT
yet effective EBUBRELEL

The Group has not early applied the following new and REELEIEREA NI EAREELEFHEN
revised standards, amendments and interpretation that are EEME M RAERBE] RIS FT R EFT
relevant to the Group’s operations have been issued but M

are not yet effective:

Amendments to Annual Improvements 2009-2011 BEH B REER ZEENFET——
HKFRSs Cycle? (1BETA) R FE YR
Amendments to Presentation of ltems of Other BEGILERFEIR 2 HEMRERAIEE
HKAS1 (Revised) Comprehensive Income' (BFTAR) (&BET)
Amendments to Offsetting Financial Assets and BB G ERE325R BiHeRMEELRSR
HKAS 32 Financial Liabilities® (BT A) BB
Amendments to Offsetting Financial Assets and ERMBREEANETR HEeREERSH
HKFRS 7 Financial Liabilities? (1B3TA) BE
HKFRS 9 Financial Instruments* EEMHRELERFR eI A
HKFRS 10 Consolidated Financial BERMBHREENFI0R HFEMBRE
Statements?
HKFRS 11 Joint Arrangements? BERVBEREEANEI11S ERTH
HKFRS 12 Disclosure of Interests in Other EEMBRELNF12% BEAEMEEOER?
Entities®
HKFRS 13 Fair Value Measurement? EEMHRELELF1H QAT EEHE?
HKAS 27 (2011) Separate Financial Statements? BHEGFEAETHR T8 37 B 7 K2
(ZF——%)
HKAS 28 (2011) Investments in Associates and B GRIER 285 REE AR RAZEAT
Joint Ventures? (Z2——%) H 35 &2
! Effective for annual periods beginning on or after 1 July ! RZT—ZF A Bz BFEBNFE M
2012 AR
2 Effective for annual periods beginning on or after 1 January 2 RIT—=F—A— Bz ZRGBNEE
2013 R
8 Effective for annual periods beginning on or after 1 January 8 MZZT—MF—A— Bk %FA%SNFE M
2014 R
4 Effective for annual periods beginning on or after 1 January ¢ RZZT—RF—A— Bz BFHEBNFE M

2015 R
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BEHBHEER (IFeT7F) ——FF
NFEZE——FHHZFENE

HKFRSs (Amendments) — Annual
Improvements 2009-2011 Cycle

The improvements made amendments to four standards.

(i)

HKAS 1 Presentation of Financial Statements

The amendments clarify that the requirement to
present a third statement of financial position
when an entity applies an accounting policy
retrospectively or makes a retrospective restatement
or reclassification of items in its financial statements
is limited to circumstances where there is a material
effect on the information in that statement of financial
position. The date of the opening statement of
financial position is the beginning of the preceding
period and not, as at present, the beginning of the
earliest comparative period. The amendments also
clarify that, except for disclosures required by HKAS
1.41-44 and HKAS 8, the related notes to the third
statement of financial position are not required to
be presented. An entity may present additional
voluntary comparative information as long as that
information is prepared in accordance with HKFRS.
This may include one or more statements and not a
complete set of financial statements. Related notes
are required for each additional statement presented.
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HKFRSs (Amendments) — Annual
Improvements 2009-2011 Cycle (continued)

(i)

(iii)

(iv)

HKAS 16 Property, Plant and Equipment

The amendments clarify that items such as spare
parts, stand-by equipment and servicing equipment
are recognised as property, plant and equipment
when they meet the definition of property, plant and
equipment. Otherwise, such items are classified as
inventory.

HKAS 32 Financial Instruments: Presentation
The amendments clarify that income tax relating to
distributions to holders of an equity instrument and to
transaction costs of an equity transaction should be
accounted for in accordance with HKAS 12 Income
Taxes. Depending on the circumstances these items
of income tax might be recognised in equity, other
comprehensive income or in profit or loss.

HKAS 34 Interim Financial Reporting

The amendments clarifies that in interim financial
statements, a measure of total assets and liabilities
for a particular reportable segment need to be
disclosed when the amounts are regularly provided
to the chief operating decision maker and there
has been a material change in the total assets and
liabilities for that segment from the amount disclosed
in the last annual financial statements.
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Amendments to HKAS 1 (Revised) —
Presentation of Items of Other Comprehensive
Income

The amendments to HKAS 1 (Revised) require the Group
to separate items presented in other comprehensive
income into those that may be reclassified to profit and
loss in the future (e.g. revaluations of available-for-sale
financial assets) and those that may not (e.g. revaluations
of property, plant and equipment). Tax on items of
other comprehensive income is allocated and disclosed
on the same basis. The amendments will be applied
retrospectively.

Amendments to HKAS 32 - Offsetting
Financial Assets and Financial Liabilities

The amendments clarify the offsetting requirements by
adding appliance guidance to HKAS 32 which clarifies
when an entity “currently has a legally enforceable right
to set off’ and when a gross settlement mechanism is
considered equivalent to net settlement.

Amendments to HKFRS 7 — Offsetting
Financial Assets and Financial Liabilities

HKFRS 7 is amended to introduce disclosures for all
recognised financial instruments that are set off under
HKAS 32 and those that are subject to an enforceable
master netting agreement or similar arrangement,
irrespective of whether they are set off under HKAS 32.
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APPLICATION OF NEW AND
REVISED HONG KONG FINANCIAL
REPORTING STANDARDS
(“HKFRSS”) (continued)

New and revised HKFRSs issued but not
yet effective (continuea)

HKFRS 9 - Financial Instruments

Under HKFRS 9, financial assets are classified into
financial assets measured at fair value or at amortised
cost depending on the entity’s business model for
managing the financial assets and the contractual cash
flow characteristics of the financial assets. Fair value gains
or losses will be recognised in profit or loss except for
those non-trade equity investments, which the entity will
have a choice to recognise the gains and losses in other
comprehensive income. HKFRS 9 carries forward the
recognition, classification and measurement requirements
for financial liabilities from HKAS 39, except for financial
liabilities that are designated at fair value through profit or
loss, where the amount of change in fair value attributable
to change in credit risk of that liability is recognised in other
comprehensive income unless that would create or enlarge
an accounting mismatch. In addition, HKFRS 9 retains
the requirements in HKAS 39 for derecognition of financial
assets and financial liabilities.
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HKFRS 10 — Consolidated Financial Statements

HKFRS 10 introduces a single control model for
consolidation of all investee entities. An investor has
control when it has power over the investee (whether or
not that power is used in practice), exposure or rights to
variable returns from the investee and the ability to use the
power over the investee to affect those returns. HKFRS 10
contains extensive guidance on the assessment of control.
For example, the standard introduces the concept of “de
facto” control where an investor can control an investee
while holding less than 50% of the investee’s voting rights
in circumstances where its voting interest is of sufficiently
dominant size relative to the size and dispersion of those
of other individual shareholders to give it power over the
investee. Potential voting rights are considered in the
analysis of control only when these are substantive, i.e.
the holder has the practical ability to exercise them. The
standard explicitly requires an assessment of whether an
investor with decision making rights is acting as principal
or agent and also whether other parties with decision
making rights are acting as agents of the investor. An
agent is engaged to act on behalf of and for the benefit
of another party and therefore does not control the
investee when it exercises its decision making authority.
The implementation of HKFRS 10 may result in changes
in those entities which are regarded as being controlled
by the Group and are therefore consolidated in the
financial statements. The accounting requirements in the
existing HKAS 27 on other consolidation related matters
are carried forward unchanged. HKFRS 10 is applied
retrospectively subject to certain transitional provisions.
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HKFRS 11 — Joint Arrangements

Joint arrangements under HKFRS 11 have the same basic
characteristics as joint ventures under HKAS 31. Joint
arrangements are classified as either joint operations or
joint ventures. Where the Group has rights to the assets
and obligations for the liabilities of the joint arrangement,
it is regarded as a joint operator and will recognise its
interests in the assets, liabilities, income and expenses
arising from the joint arrangement. Where the Group
has rights to the net assets of the joint arrangement as
a whole, it is regarded as having an interest in a joint
venture and will apply the equity method of accounting.
HKFRS 11 does not allow proportionate consolidation. In
an arrangement structured through a separate vehicle, all
relevant facts and circumstances should be considered to
determine whether the parties to the arrangement have
rights to the net assets of the arrangement. Previously,
the existence of a separate legal entity was the key factor
in determining the existence of a jointly controlled entity
under HKAS 31. HKFRS 11 will be applied retrospectively
with specific restatement requirements for a joint venture
which changes from proportionate consolidation to the
equity method and a joint operation which changes from
equity method to accounting for assets and liabilities.
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HKFRS 12 - Disclosure of Interests in Other
Entities

HKFRS 12 integrates and makes consistent the
disclosures requirements about interests in subsidiaries,
associates and joint arrangements. It also introduces
new disclosure requirements, including those related to
unconsolidated structured entities. The general objective
of the standard is to enable users of financial statements
to evaluate the nature and risks of a reporting entity’s
interests in other entities and the effects of those interests
on the reporting entity’s financial statements.

HKFRS 13 — Fair Value Measurement

HKFRS 13 provides a single source of guidance on how
to measure fair value when it is required or permitted by
other standards. The standard applies to both financial and
non-financial items measured at fair value and introduces
a fair value measurement hierarchy. The definitions
of the three levels in this measurement hierarchy are
generally consistent with HKFRS 7 “Financial Instruments:
Disclosures”. HKFRS 13 defines fair value as the price
that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market
participants at the measurement date (i.e. an exit price).
The standard removes the requirement to use bid and ask
prices for financial assets and liabilities quoted in an active
market. Rather the price within the bid-ask spread that
is most representative of fair value in the circumstances
should be used. It also contains extensive disclosure
requirements to allow users of the financial statements
to assess the methods and inputs used in measuring fair
values and the effects of fair value measurements on the
financial statements. HKFRS 13 can be adopted early and
is applied prospectively.
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The consolidated financial statements have been prepared
in accordance with 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 (the “Listing
Rules”) and by the Hong Kong Companies Ordinance.

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

The principal accounting policies set out below.

The consolidated financial statements incorporate the
financial statements of the Company and 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 date of acquisition or up
to the date of disposal, as appropriate.

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

All intra-group transactions, balances, income and
expenses are eliminated on consolidation. Unrealised
losses are also eliminated unless the transactions provide
evidence of impairment on the asset transferred in which
case the loss recognised in profit or loss.
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A subsidiary is an entity over which the Company is able to
exercise control. Control is achieved where the Company,
directly or indirectly, has the power to govern the financial
and operating policies of an entity so as to obtain benefits
from its activities. In assessing control, potential voting
rights that are presently exercisable are taken into account.

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries are
accounted for by the Company on the basis of dividend
received and receivable.

Goodwill is initially recognised at cost being the excess of
the aggregate of consideration transferred and the amount
recognised for non-controlling interests over the fair value
of identifiable assets, liabilities and contingent liabilities
acquired.

Where the fair value of identifiable assets, liabilities and
contingent liabilities exceed the fair value of consideration
paid, the excess is recognised in profit or loss on the
acquisition date, after re-assessment.

Goodwill is measured at cost less impairment losses. For
the purpose of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash-
generating units that are expected to benefit from the
synergies of the acquisition. A cash-generating unit to
which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the unit
may be impaired.
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For goodwill arising on an acquisition in a financial year,
the cash-generating unit to which goodwill has been
allocated is tested for impairment before the end of that
financial year. When the recoverable amount of the cash-
generating unit is less than the carrying amount of the unit,
the impairment loss is allocated to reduce the carrying
amount of any goodwill allocated to the unit first, and then
to the other assets of the unit pro-rata on the basis of the
carrying amount to each asset in the unit. Any impairment
loss for goodwill is recognised in profit or loss and is not
reversed in subsequent periods.

Revenue is measured at the fair value of consideration
received or receivable and represents amounts receivable
for goods sold in the normal course of business, net of
discounts.

Revenue from sales of goods is recognised when the
goods are delivered and title has passed.
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Equipment is stated in the consolidated statement of
financial position at cost less subsequent accumulated
depreciation and accumulated impairment loss, if any.

Depreciation is recognised so as to write off the cost of
items of equipment, less their residual values over their
estimated useful lives, using the straight-line method. The
estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for
on a prospective basis.

An item of equipment is derecognised upon disposal
or when no future economic benefits are expected to
arise from the use of the asset. Any gain or loss arising
on the disposal or retirement of an item of equipment is
determined as the difference between the sales proceeds
and the carrying amount of the asset and is recognised in
profit or loss.

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.

The Group as lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term. Lease
incentives received are recognised as an integrated part of
the total rental expense, over the term of the lease.
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Intangible assets acquired in a business
combination

Intangible assets acquired in a business combination
are recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date (which
is regarded as their costs).

Subsequent to initial recognition, intangible assets with
finite useful lives are carried at costs less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives is
provided on a straight-line basis over their estimated useful
lives.

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of an
intangible asset are measured at the difference between
the net disposal proceeds and the carrying amount of the
asset and are recognised in profit or loss in the period
when the asset is derecognised.

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the first-in, first-
out method. Net realisable value represents the estimated
selling price for inventories less all estimated costs
necessary to make the sale.
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Financial assets and financial liabilities are recognised on
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 and
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.

Financial assets

The Group’s financial assets are classified as loans
and receivables and available-for-sale financial assets.
The classification depends on the nature and purpose
of the financial assets and is determined at the time of
initial recognition. 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.
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Financial assets (continued)

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, points 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.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. At each end of the reporting period
subsequent to initial recognition, loans and receivables
(including trade receivables and bank balances and
cash) 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).
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Financial assets (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as financial assets
at fair value through profit or loss, 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 each end of the reporting
period subsequent to initial recognition (see accounting
policy on impairment loss on financial assets below).
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Financial assets (continued)

Impairment of financial assets

Financial assets are assessed for indicators of impairment
at the end of the reporting period. Financial assets are
considered to be 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 impacted.

For loans and receivables, objective evidence of
impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

o breach of contracts, such as default or delinquency
in interest or principal payments; or

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation; or

o disappearance of an active market for that financial
asset because of financial difficulties.

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 certain categories of financial assets, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on
a collective basis. Objective evidence of impairment for
a portfolio of trade and bills receivables could include
the Group’s past experience of collecting payments,
an increase in the number of delayed payments in the
portfolio past the average credit period and observable
changes in national or local economic conditions that
correlate with default on receivables.
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Financial assets (continued)

Impairment of financial assets (continueq)
For financial assets carried at amortised cost, the amount
of the impairment loss recognised is the difference
between the asset’s carrying amount and the present
value of the estimated future cash flows discounted at the
financial asset’s original effective interest rate.

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 with the
exception of trade receivables, 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. When a trade receivable
is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

When an available-for-sale financial asset is considered
to be impaired, cumulative gains or losses previously
recognised in other comprehensive income are reclassified
to profit or loss in the period in which the impairment takes
place.
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Financial assets (continued)

Impairment of financial assets (continueq)

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 loss 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.

Impairment losses on available-for-sale equity investments
will not be reversed through profit or loss. Any increase
in fair value subsequent to impairment loss is recognised
directly in other comprehensive income and accumulated
in investment revaluation reserve.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a
group entity are classified as either financial liabilities or as
equity in accordance with 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. Equity instruments issued by the Group
are recognised at the proceeds received, net of direct
issue costs.
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Financial liabilities and equity (continuea)

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 (including all fees, points 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 liability, or, where
appropriate, a shorter period, to the net carrying amount
on initial recognition.

Interest expense is recognised on an effective interest
basis.

Convertible bonds issued by the Company
Convertible bonds issued by the Company that contain
both the liability and conversion option components
are classified separately into respective items on initial
recognition in accordance with the substance of the
contractual arrangements and the definitions of a financial
liability and an equity instruments. Conversion option
that will be settled by the exchange of a fixed amount of
cash or another financial asset for a fixed number of the
Company’s own equity instruments is classified as an
equity instrument.

On initial recognition, the fair value of the liability
component is determined using the prevailing market
interest of similar non-convertible debts. The difference
between the gross proceeds of the issue of the convertible
bonds and the fair value assigned to the liability
component, representing the conversion option for the
holder to convert the bonds into equity, is included in
equity (convertible bonds reserve).
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Financial liabilities and equity (continuea)

Convertible bonds issued by the Company (continued)
In subsequent periods, the liability component of the
convertible bonds is carried at amortised cost using
the effective interest method. The equity component,
representing the option to convert the liability component
into ordinary shares of the Company, will remain in
convertible bonds reserve until the embedded option is
exercised (in which case the balance stated in convertible
bonds reserve will be transferred to share premium).
Where the option remains unexercised at the expiry date,
the balance stated in convertible bonds reserve will be
released to the accumulated losses. No gain or loss is
recognised in profit or loss upon conversion or expiration
of the option.

Transaction costs that relate to the issue of the convertible
bonds are allocated to the liability and equity components
in proportion to the allocation of the gross proceeds.
Transaction costs relating to the equity component are
charged directly to equity. Transaction costs relating to the
liability component are included in the carrying amount of
the liability portion and amortised over the period of the
convertible bonds using the effective interest method.

Other financial liabilities

Other financial liabilities including trade payables, other
payables, amount due to a shareholder and promissory
notes are subsequently measured at amortised cost, using
the effective interest method.
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Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group
continues to recognise the asset to the extent of its
continuing involvement and recognises an associated
liability. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the
Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset in its entirety, 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 and accumulated in equity is
recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
expire. The difference between the carrying amount of the
financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.

Payments to the Mandatory Provident Fund Scheme
(the “MPF Scheme”) are recognised as expenses when
employees have rendered service entitling them to the
contributions.
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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.

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in the respective functional currency (i.e. the
currency of the primary economic environment in which
the entity operates) at the rates of exchanges prevailing on
the dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing on that date.
Nonmonetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they
arise.
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For the purposes of presenting the 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 the reporting period. Income and
expenses items are translated at the average exchange
rates for the year. Exchange differences arising, if any,
are recognised in other comprehensive income and
accumulated in equity under the heading of the exchange
reserve. Such exchange differences are reclassified to
profit or loss in the period in which the foreign operation is
disposed of.

On the disposal of a foreign operation (i.e. a disposal of the
Group’s entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes
a foreign operation), all of the exchange differences
accumulated in equity in respect of that operation
attributable to the owners of the Company are reclassified
to profit or loss. In addition, in relation to a partial disposal
of a subsidiary that does not result in the Group losing
control over the subsidiary, the proportionate share of
accumulated exchange differences are reattributed to non-
controlling interests and are not recognised in profit or
loss.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
on or after 1 January 2005 are treated as assets and
liabilities of that foreign operation and translated at the
rate of exchange prevailing at the end of the reporting
period. Exchange differences arising are recognised in the
translation reserve.
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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 as differences between
the carrying amounts of assets and liabilities in the
consolidated financial statements 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 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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Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except
where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.
Deferred tax assets arising from deductible temporary
differences associated with such investments 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 substantially
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.

Current and 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 current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial
accounting for a business combination, the tax effect is
included in the accounting for the business combination.
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At the end of the 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.
When it is not possible to estimate the recoverable amount
of an individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the asset
belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation
basis can be identified.

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment
at least annually, and whenever there is an indication that
they may be impaired.

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset for which the estimates of future
cash flows have not been adjusted.
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If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset (or a cash
generating unit) in prior years. A reversal of an impairment
loss is recognised as income immediately.

In the application of the Group’s accounting policies, which
are described in note 5, the directors of the Company are
required to make judgments, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
associated 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.

b EE (RRNEELEM) 2T KBS HE
BREKEE MEE (HRSELE u)ﬁEE
B8 = B A Ue [B] 2 B8 < R (E /& 18 B B 10 48 25 B

7
e

WERBEDBERR NEEREEIEEH
%%flxuﬂﬁ?r—ﬂﬁzﬁﬁgﬁ HESE 1% 2 BRE{E T

GHABRBEFELYEREE (FRSEL
ELL)EEW/JMEJEHEJ?J*ﬁJZﬁEE@ BB
B 1R 0 By FERR B A

A IE M FES T AN 5k 8 2 & 5t ERER S - N A A
EXAFLAEBREREMKREZIRSZE
ENEBEREEZ A G5 RERE- G R
HE R *“E%EALE%«%Q&%E RSB H M
RE-BERXEAVETRARZF AT

Et R RR VIR ERE EE T ARE -
@ s AsTr < ERTER BIAFTEER] < BF
Al FHART 2 ERT R B T A RER - 5 &
RIRERR LORKEE s fhst 2 BTN
BT R AR REARE A T IARERR

100



101

For the year ended 31 December 2012 2 -F——F+_-A=+—HIEE

The following are the critical judgments, apart from those
involving estimations (see below), that the directors have
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.

Deconsolidation of the PRC Subsidiary and
recognition as an available-for-sale investment

Notes 3 and 19 describe that the Group has been unable
to exercise its power to govern the financial and operating
activities of the PRC Subsidiary and the PRC Subsidiary
had therefore been deconsolidated from the consolidated
financial statements of the Company on 1 December 2009
and has been recognised by the Company as an available-
for-sale investment since then.

In making their judgment, the directors of the Company
considered the detailed criteria for the consolidation of an
entity as set out in HKAS 27 (Revised) “Consolidated and
Separate Financial Statements” issued by the HKICPA.
In light of the problems identified, the directors of the
Company are of the opinion that the Group’s ownership
in the PRC Subsidiary does not constitute control and
accordingly, deconsolidated the PRC Subsidiary from the
consolidated financial statements of the Company from 1
December 2009.
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Going concern basis of preparation of the
consolidated financial statements

As disclosed in note 2, the consolidated financial
statements have been prepared on a going concern
basis. The appropriateness of the going concern basis
is assessed after taking into consideration all relevant
available information about the future of the Group,
including proposed measures as described in note 2 and
cash flow projections for the year ending 31 December
2013. Such forecasts and projections about the future
inherently involve uncertainties. Actual results could differ
significantly and hence render the adoption of the going
concern basis not appropriate.

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.

Estimated impairment of intangible asset in
2011

The Group tests whether intangible asset which has finite
useful live has suffered any impairment whenever there
is any indication that the asset may have been impaired.
The recoverable amount of the intangible asset has been
determined based on the higher of its (i) value in use,
which have been estimated using discounted cash flow
method, and (i) fair value less costs to sell.
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Estimated impairment of intangible asset in
2011 (continued)

As set out in note 3, upon the loss of control over the
PRC Subsidiary in 2009, the directors of the Company
considered that no future cash flows were expected to
be derived from the Pacific Choice Group and the value
in use of the intangible asset was therefore estimated to
be zero. As set out in notes 3(iv) and 17, a reversal of the
impairment loss amounting to HK$50,000,000 has been
recognised in respect of intangible asset during the year
ended 31 December 2011 determined by the directors
based on the amount of non-refundable deposit received
in January 2011 for the proposed disposal of the Disposal
Group.

As further set out in notes 3(v) and 17, upon the
termination of the Disposal Agreement during the
year ended 31 December 2011, there is no binding
sale agreement of the intangible asset nor any active
market the directors may be aware of, the fair value
less cost to sell for the intangible asset is zero based
on the best information available that the Group could
obtain at the end of the reporting period. The directors
therefore consider that the then carrying amount of the
intangible asset at HK$50,000,000 immediately prior to
the termination of the Disposal Agreement exceeded
the recoverable amount and an impairment loss of
HK$50,000,000 was recognised in profit or loss in the
preceding year. Where the actual future cash flows are
different from the amounts estimated above, a reversal of
impairment loss may arise in future years.
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Revenue from continuing operations represents the
net invoiced value of sales of conductive silicon rubber
keypads for the year.

Information reported to the Executive Directors of the
Company, being the chief operating decision maker
(“CODM”), for the purpose of resource allocation and
assessment of segment performance focuses on types of
goods sold.

The Group currently has only one continuing operating
segment, namely conductive silicon rubber keypads, which
engages in the business of trading of conductive silicon
rubber keypads and associated products.

During the year ended 31 December 2010, the directors
have determined to discontinue the LCoS television
business and accordingly the LCoS television segment,
being a separate operating segment for HKFRS 8 reporting
purposes, constitutes a discontinued operation of the
Group.
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SEGMENT INFORMATION (continuec)
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Segment revenue and results

The following is an analysis of the Group’s revenue and

results by operating segments:

For the year ended 31 December 2012

8.

TEEE (&)

DR SR EE
T AAEEZCLHHEH

i

> 2 W R EE S

BE-_F--"F+-A=t-HLEE

Continuing Discontinued
operations operations
Conductive

silicon rubber LCoS

keypads and

television and

segment total segment total Total
EEELE LCoS
RER ERR
/'\;LBA—l. /-\ALB/\—I— ég—t-
HK$’000 HK$’000 HK$’000
FHERT FHER FHERT
Revenue - External sales Wz - NEREHE 10,078 - 10,078
Segment profit paR= PaIbE 104 - 104
Unallocated income/(expenses) F®Z2EWA (%)
items: HA:
Central administration costs and FRRITEREARNEEZH S
directors’ salaries (8,460) - (8,460)
Other income H A A 208 - 298
Finance costs & B AN (32,606) - (32,606)
Loss before taxation MRBLATE 1A (40,664) - (40,664)
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For the year ended 31 December 2011

Revenue - External sales

Segment profit

Unallocated income/(expenses)
items:

Central administration costs and
directors’ salaries

Other loss

Impairment loss recognised
in respect of intangible asset

Gain on forfeiture of the deposit
received for disposal of
Sourcestar

Finance costs

Loss before taxation

Wi - SEREHE

72 BB

RABBA (FX)
HE:

FRITBRANREEH

Htt g8
EERETLEERERRE

8 Ui H £ Sourcestar 2 &
Wiz & 2 Wk

BR B AT B 1R

The accounting policies of the operating segments are
the same as the Group’s accounting policies described
in note 5. Segment profit represents profit earned by
each segment without absorption of unallocated income/
(expense) items, details of which are set out above. This
is the measure reported to the CODM for the purposes of
resource allocation and performance assessment.
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Continuing
operations
ey

~T AR
Conductive
silicon rubber
keypads and
segment total
BER

AN A
VAN N=N-]

HK$'000
TET

5,025

836

(40,266)

(47,067)

Discontinued
operations
Ak

LCoS
television and
segment total

LCoS

BREK

SN
AN N=NC]

HK$'000
TAT

(50,000)

15,000

(35,000)

Total

A
=]

HK$'000
TET

5,025

836

(7,632
©)

(50,000)

15,000

(40,266)

(82,067)
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8. SEGMENT INFORMATION (continueq) 8.

Segment assets and liabilities

The following is an analysis of the Group’s assets and
liabilities by operating segment:

DEER (2

THMEERAR

MT%ﬁEI&%% PEEIDZEERBREZ
DT

2012 2011
—E--F —F—F
Continuing Continuing
operations operations
SFEREER REREES
Conductive Conductive

silicon rubber
keypads and
segment total

silicon rubber
keypads and
segment total

EEHEEERE SEERBRE
/'\ szB PaN —t— /'\ ﬁ AN n_l_
HK$’000 HK$'000
FHET FAET
Assets EE
Segment assets DEEE 622 1,864
Bank balances and cash IRITEHREAS 9,917 19,293
Other unallocated assets EtArnEEE 7,699 5,710
Consolidated assets LEBE 18,238 26,867
Liabilities =K
Segment liabilities DEBE 115 1,900
Unallocated liabilities AoBEBE 358,773 331,824
Consolidated liabilities o= =N ] 358,888 333,724
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No analyses for the Group’s assets and liabilities
attributable to discontinued operations as at 31 December
2012 and 2011 have been presented since all of such
operations have been deconsolidated/impaired. As at 31
December 2011, the assets attributable to LCoS television
represents the assets whose impairment loss was reversed
during the year then ended, as set out in note 17.

For the purposes of monitoring segment performance and
allocating resources between segments:

o all assets are allocated to operating segments other
than equipment, available-for-sale investments,
prepayments and bank balances and cash; and

° all liabilities are allocated to operating segments other
than accruals and other payables, amount due to
a shareholder, promissory notes, convertible bonds
and deferred tax liabilities.
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8. SEGMENT INFORMATION (continueq) 8. DHEHR @

Other segment information Hib o HER
For the year ended 31 December 2012

i3

Discontinued

EF-E2—_—_HS+-A=+—-HLEE

Continuing operations operations
BEREER RIEBEER
Conductive LCoS
silicon rubber television
keypads and and segment
segment total ~ Unallocated total Consolidated
EEELE LCoS
BER ERRK
AEHEE FROE A =E
HK$'000 HK$’000 HK$’000 HK$’000
THET THRT TET TR
Amounts included in the measure of FEHHEHNMR
segment profit; BIE A
Reversal of impairment loss recognised on HESHBUGRRR
trade receivables RERBRER 79 - - 79
Amounts regularly provided to the CODM but ~ EHIRME F T BE &R
not included in the measure of segment REBEGENT
profit or loss or segment assets: BRINHEER
WS R ZHIE:
Additions to non-current assets REERBEE - 12 - 12
Depreciation of equipment REzNE - 7 - 7
Finance costs RBERK - 32,606 - 32,606
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For the year ended 31 December 2012 #EZ-Z——F+-A=+—HI&E

8. SEGMENT INFORMATION (continued) 8. oEER &)

Other segment information HtnEER (&)
For the year ended 31 December 2011 HE_ZT—F+ZA=1+—HLEHFE
Discontinued
Continuing operations operations
1k
RELEEYK BEEH
Conductive LCoS
silicon rubber television
keypads and and segment
segment total Unallocated total  Consolidated
BEHER LCoS
iR ERR
AEEE AE PEEE e
HK$ 000 HK$ 000 HK$ 000 HK$000
THT FHET T THT
Amounts included in the measure of FESBEMAEL
segment profit: IR
Impairment loss recognised on trade HESHEUHERR L
receivables REEE (321) - - (321)
Reversal of impairment loss recognised on BE S EUNTIERR
trade receivables REEBEREE 2,837 - - 2,837
Amounts regularly provided to the CODM but ~ EHARREFEBE &%
not included in the measure of segment KEBHHENH
profit or loss or segment assets: BN HEER
WEST R ZHE:
Impairment loss recognised in respect of REFEERRL
intangible asset REER - - (50,000) (50,000)
Gain on forfeiture of the deposit received RUHERBARZ
for disposal of subsidiaries BEliEe 2 WE - - 15,000 15,000
Additions to non-current assets REERBEE - 10 - 10
Depreciation of equipment HEIE - 6 - 6
Finance costs RBERAK - 40,266 - 40,266
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For the year ended 31 December 2012 #EZ-Z——F+-A=+—HI&E

8. SEGMENT INFORMATION (continueq)

Information about major customers

Revenues from customers of the corresponding years

DERE# (#)

FRITEEFZER

NIBEFE - HAK B HE BN W B BUR

contributing over 10% of the total sales of the Group are BI0%ME ST !
as follows:
Year ended 31 December
BE+-—A=+—HLEE
2012 2011
= —F——F
HK$’000 HK$’000
FHET T T
Customer A ZEA - 1,547
Customer B =FB - 927
Customer C =PC - 680
Customer D EFD 4,567 _
Customer E EFE 4,265 -
8,832 3,154

The Group derived no revenue from Customers A, B, and
C during the year ended 31 December 2012 and from D
and E for the year ended 31 December 2011.

All of the above amounts are contributed from conductive
silicon rubber keypads.

BE-T-— -4+ -A=+-ALEE A%
B30 8 2 A HORM R P A BROZ s R E
—F——Ft-A=T-ALFE AREL

A RN B PDREY ko

NEMBESBOMEEERBREMER -
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“ETZASt-ALEE

8. SEGMENT INFORMATION (continued) 8. DHEHR @
Geographical information iy & & K
The Group’s operations are mainly located in Hong Kong. AEBEETEMNES -
The following table provides an analysis of revenue from TERREHKEEE (RBEBYBREEAESHK
external customers derived from Hong Kong, which is the ME AARNEEFEM) KRB /N (BIE AN
country of domicile of the Group for the purpose of HKFRS ZER) ZINBEFWAZ DT (TmERRE
8, and from a foreign country (i.e. non-Hong Kong), ) RIEEEMEWRE D 2 EBEIERHE
irrespective of the origin of the goods and information EZER -
about its non-current assets by geographical location of
the assets.
Revenue from external customers
from continuing and
discontinued operations
Year ended 31 December
REFESEEER
RIEREEK
SNERE Uk
BE+t-A=+—HLEE
2012 2011
—E-CF —FE——%F
HK$’000 HK$'000
FET FHET
Sales of conductive silicon rubber HEE £
keypads
Hong Kong B 10,078 2,438
PRC (excluding Hong Kong) FE(TEESES) - 2,587
10,078 5,025
Non-current assets
FRBEE
2012 2011
—2-=F —F—F
HK$’000 HK$’000
T FHET
Hong Kong (note) B8 (f5E) 21 16

Note: Non-current assets exclude financial instruments.

M ERPEETRESRT A
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For the year ended 31 December 2012 #EZ-Z——F+-A=+—HI&E

9. FINANCE COSTS

BE & A

Continuing operations and

consolidated

BEREEBRES
2012 2011
—E-——F —T——F
HK$’000 HK$'000
T8 FHT
Effective interests on borrowings BERAFRNEHEECEE
wholly repayable within five years: ZEBRFE
Convertible bonds AHRRES 32,142 28,194
Promissory notes R 464 12,072
32,606 40,266
10. INCOME TAX CREDIT 10. FRIEBE R
Continuing operations and
consolidated
BEREEBRES
2012 2011
—E——fF —T——F
HK$’000 HK$'000
FET FHET
Deferred tax credit — current year R IEE % -
(Note 27) AEE (FIFE27) 5,379 6,644

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 in the consolidated
financial statements since the Group has no assessable
profits in Hong Kong for both years.

Under the Law of the PRC on Enterprise Income Tax (the
“EIT Law”) and Implementation Regulation of the EIT Law,
the tax rate of the PRC subsidiaries is 25% for both years.
No provision for PRC income tax had been made in the
consolidated financial statements as none of the PRC
subsidiaries had any assessable profits for both years.

BEEGRIIANEFREZMEFTRERFE RN

16.5%5T &

EHEABMNESHEE -

CHARARERSFEREBLE

BSERVEN - At W ERGA M BRERA

RIBEFBEERMABIOE (IRRMEHIE K
EEMESVEAERAR PENBRARRNESF
B2 MER/25% - HRFATENERRRNE
FEAY ESRGEMERTEH - B ERER
B BHRERARTEMMEHELEE-
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For the year ended 31 December 2012 #E-Z——F+-A=+—HI&E

10.

11.

INCOME TAX CREDIT (continued) 10. FRIEHE R (@)
The income tax credit for the year can be reconciled to RAFERN IEHELHZEEZEKEERA
the loss per the consolidated statement of comprehensive EHEEERNT
income as follows:
2012 2011
—E——F —E——fF
HK$’000 HK$’'000
FHET FE T
Loss before taxation: R TR ES 1R
Continuing operations REREER (40,664) (47,067)
Discontinued operations BRI EETS - (35,000)
(40,664) (82,067)
Tax at domestic tax rate of 16.5% BEHMREI65% (ZF——F:
(2011: 16.5%) 16.6% ) 5t H 2 H 18 (6,709) (13,541)
Tax effect of expenses not deductible A 1L H 2 Fi i 7 &
for tax purposes 572 9,511
Tax effect of income not taxable for BABTIRA 2 T %5
tax purposes (49) (2,475)
Effect of tax loss not recognised RERZBIEEETE 825 -
Utilisation of tax losses previously not B Z Al M AR Z B BB
recognised (18) (139)
Tax credit for the year FEMEKE (5,379) (6,644)

The domestic tax rate in the jurisdiction where the
operations of the Group is substantively based is used.

DISCONTINUED OPERATIONS 1. #&

The loss from the discontinued operations of LCoS

BEE LERARBASEE LRI ERDEER

P2 RS
nY Igé(é '_é %ﬁi

KETLCOSEMEBR KR ILREXBERE

television business comprise: &
2012 2011
—E-C-F —E——fF
HK$’000 HK$’'000
FET AT
Impairment loss recognised in respect FLER EERRZREEIE
of intangible asset - (50,000)
Gain on forfeiture of the deposit 7% Ui H & Sourcestar 2
received for disposal of Sourcestar BlR® 2 W - 15,000
- (35,000)

Details of the above amounts are set out in note 3.

A EEBFBHRMFES
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For the year ended 31 December 2012 #E-Z——F+-A=+—HI&E

12. LOSS FOR THE YEAR

12. XREEFIE

2012 2011
—E—-—-F —ET——%F
HK$°000 HK$’000
FET FAIT
Loss for the year has been arrived at A4 Z BB
after charging/(crediting): (B A) T HITEB BEs
Directors’ remuneration (Note 13) EEME (HFE13) 1,044 959
Other staff costs H 8 TR
— Salaries and other benefits -He REMER 914 833
— Retirement benefits scheme —RIRERIFT ST
contribution 40 34
954 867
Total staff costs B T AN 4B %R 1,998 1,826
Auditors’ remuneration 1% BRI B & 750 880
Depreciation of equipment REITE 7 6
Cost of inventories recognised as ERAEAZ CFEKAR
expense 10,037 6,232
Management fee (included in ERBER (GATTHHRAX
administrative expenses, note) BT EE) 883 819
Loss on disposal of equipment HERBEE (GTAHEM
(included in other gains and losses) Wz & E518) - 5
Reversal of impairment loss PE SR FIEER
recognised in respect of trade EEERE (GTAEAM
receivables (included in other gains s RkEBE)  F8E
and losses), net (79) (2,516)
Note: The above amount is paid to Man Lee Management Mz UERBEIINTFEMNERBR AT (—MBR
Limited, a company beneficially held and significantly BHARRBEEAFEN ZREZERESR
influenced by an entity which is also a shareholder that REURAEEAZE 2 RRIERRNEEFL
has significant influence over the Company, for the MAEMEZITBRREERRBE  MZEHIE
Group’s share of administrative and management services F 5 £696,000/% 7T ( = F — — 4 : 480,000/
for an office premise, including in which an amount of T ZRBREDIEARFELERLNIE T 2 ARF

HK$696,000 (2011: HK$480,000) representing the share of EHeM%-
the rental expenses for the year under an operating lease

for the year.
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For the year ended 31 December 2012 #E-Z——F+-A=+—HI&E

13. DIRECTORS’ REMUNERATION AND 13. EE¥H Mk BS#HES
HIGHEST PAID EMPLOYEES

The emoluments paid or payable to each of the nine (2011: ENSERGTFAML (ZE—F N\ ESESE
eight) directors were as follow: HBemT:
(a) Directors’ remuneration (a) EEHM

For the year ended 31 December 2012 BE-_ZT——-—Hf+=-A=+—HLEFE

Other emoluments

Hivi &
Retirement
Salaries benefits
and other scheme
Fee benefits contributions Total
HeR BINER
Name of directors EEER re HEiEF FHEIER &t
Notes HK$’000 HK$’000 HK$’000 HK$°000
k3 FET FET TET FTET
Executive directors: HITEE:
Mr. Sun Ying Chung FITREE - - - -
Mr. Chan Sung Wai BRRELE - 325 14 339
Mr. Wong King Lam, Joseph ~ E:&&EE (@) - 136 6 142
- 461 20 481
Non-executive directors: FRTEE:
Mr. Lee Kwok Leung FEREE 120 - - 120
Mr. Yang Yiu Chong, BRRESE
Ronald Jeffrey 120 - - 120
240 - - 240
Independent non-executive BUFHNTEE:
directors:
Mr. Lum Pak Sum WEHRLE 115 - - 115
Mr. Law Chun Choi BENEE (b), (d) 69 - - 69
Mr. Mak Ka Wing, Patrick BRESE (d) 105 - - 105
Mr. Shum Kai Wing SRS © 34 - - 34
323 - - 323

Total emoluments HiNa 563 461 20 1,044

116

Al

T HEBEEARAD

TERE

" — —FFH e

— ==
=
—



—
—
~

Karce International Holdings Company Limited ® Annual Report 2012

Notes to the Consolidated Financial Statements
4T e RS ER R M R

For the year ended 31 December 2012 #E-Z——F+-A=+—HI&E

13. DIRECTORS’ REMUNERATION AND
HIGHEST PAID EMPLOYEES (continued)

(a)

Directors’ remuneration (continued)

For the year ended 31 December 2011

13. EEFMRBEESFEE »

(a)

= )
/

BEFMN =

HE_ZE——F1+-_A=1+—RHLFE

Other emoluments
HEiiie
Retirement
Salaries benefits
and other scheme
Fee benefits contributions Total
Hek RNEH
Name of directors EERE we HHEH FEIHER B
Notes HK$'000 HK$ 000 HK$ 000 HK$ 000
i3 FAET FET FTET FTET
Executive directors: WiTES:
Mr. Sun Ying Chung FTREE - - - -
Mr. Chan Sung Wai BRELE 75 - 2 77
Mr. Wong King Lam, Joseph ~ ESHRELAE 325 - 12 337
400 - 14 414
Non-executive directors: ERTES:
Mr. Lee Kwok Leung FEREAE 120 - - 120
Mr. Yang Yiu Chong, BRREE
Ronald Jeffrey 120 - - 120
240 - - 240
Independent non-executive BUEMTES:
directors:
Mr. Lum Pak Sum WRERLE 110 - - 110
Mr. Law Chun Choi BERLAE (b), (@ 100 - - 100
Mr. Mak Ka Wing, Patrick BRERE (d) 95 - - 95
305 - - 305
Total emoluments e 945 - 14 959
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“FTZAZt-BILFE

13. DIRECTORS’ REMUNERATION AND
HIGHEST PAID EMPLOYEES (continued)

(@) Directors’ remuneration (continuea)
Notes:

(@) Mr. Wong King Lam, Joseph not re-elected as a
director of the Company on 1 June 2012.

(b) Mr. Law Chun Choi resigned on 25 September 2012.

(c) Mr. Shum Kai Wing was appointed on 20 September
2012.

(d) Mr. Law Chun Choi and Mr. Mak Ka Wing, Patrick
were appointed on 22 April 2010.

No emoluments have been 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 have waived any emoluments in both years.

(b) Five highest paid employees

Of the five individuals with the highest emoluments
in the Group, two (2011: two) were directors of the

13. EEF MR BEHFEE &

(a)

EEHM 2
Bt 5
@ = ERZE——FNA—BIk

b) BEFEER-Z-—-FAA-TEHH
BF{E-

() ZBREEERZ
I

——®FhA=-+HE

d) BEFRERBREELENR-FT—
IT_flﬁ “t+-_BHEZE-

TF

REZMEFE AEERBEETEENE
ERBREMASIRNMAREER Z e

SREEMAY B EE RN AR
LfuBE%ES
AARBANEEHFALT B (=T

——F M)/ ARRAES WFZH

Company whose emoluments are included in the EEERLEX - BT = (ZF——%F:
disclosure above. The emoluments of the remaining AT ZEE T
three (2011: three) individuals were as follows:
2012 2011
—E——F —E——fF
HK$’000 HK$’000
FET T T
Salaries and other benefits Fre hEAmBET 914 833
Retirement benefits RIKEF 40 34
954 867

The emoluments of each of the three (2011: three)
highest paid employee were within the band of nil to
HK$1,000,000 during each of the two years ended
31 December 2012 and 2011.

HE-_ZT——fk=-_ZT——F+=A
Z Tt HUEMFESFR e FHN=E

B(ZF——%:
FZZE1,000,0005% JL ©

=& ZME TN
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For the year ended 31 December 2012 #E=-Z—

B IR M et

14. DIVIDENDS

15.

No dividend has been paid or declared during each of the
year ended 31 December 2012 and 2011. The directors
do not recommend the payment of a final dividend for
2012 (2011: nil).

LOSS PER SHARE

(@)

For continuing and discontinued
operations

The calculation of the basic and diluted loss per
share from continuing and discontinued operations
attributable to the owners of the Company is based
on the following data:

“ETAZt-BILFE

14. R 2

HE_Z——FR-_F—F+ZA=+—

BEEFRTERNREREMABRE - BRI
TEBERN - E——F2RERE (T ——
Fm|E)o

BREE
(a) MEELREERRARILELEXE

Bm=E

ARBHEANBIERHERLEEBRRILE
REXBZBRERRBEBRIET
e et

2012 2011
—E—-—F —T——4%F
HK$’000 HK$’000
FH T T T
Loss BB
Loss for the purpose of basic A EFRELREIE ZEIE
loss per share (35,285) (75,423)
Effects of dilutive potential BEEEEBRR o TE:
ordinary shares:
Interest on convertible bonds AR ESF B
(net of tax) (FBR#EIE) 26,839 23,542
Loss for the purpose of diluted — BtrtE FREHEBIE 2 B8
loss per share (8,446) (51,881)
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For the year ended 31 December 2012 #EZ-Z——F+-A=+—HI&E

15. LOSS PER SHARE (continued)

(@ For continuing and discontinued

15. BRRE#E &

) REFACEXRBRARUEKESE

operations (continued) Bms )
2012 2011
—E——fF —E——f
’000 ‘000
F B T
Number of ordinary shares for RAESREARBEEIE
the purpose of basic and TBREE
diluted loss per share 702,356 702,356

The computation of diluted loss per share from
continuing and discontinued operations does
not assume the conversion of the Company’s
outstanding convertible bonds since their exercise
would result in decrease in loss per share from
continuing operations for the years ended 31
December 2012 and 2011.

(b) From continuing operations

The calculation of the basic and diluted loss per
share from continuing operations attributable to the
owners of the Company is based on the following

MR AR A ARTTE AR REFETE
BREEYBE_T-—_FR-_F——F
TZA=T - BLFEREBFELEE
Bz BREBEERD B R EXREF
BREXBERIEREXRT 2 GREE
BREEYEBRRERZEFES-

b)) REFBELERE

ARAEEAREFBELEET Z2ER
EARNEEERE TN IEURE

data:
2012 2011
—EB-—_F —T——%F
HK$’000 HK$'000
FHET T T
Loss B8
Loss for the purpose of basic A EEREAREE ZEIE
loss per share (35,285) (40,423)
Effects of dilutive potential BEEE LB R
ordinary shares:
Interest on convertible bonds AR EHFE
(net of tax) (HBRTEIE) 26,839 23,542
Loss for the purpose of diluted  BtEtE G E HEE 2 B8
loss per share (8,446) (16,881)
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For the year ended 31 December 2012 #E-Z——F+-A=+—HI&E

15. LOSS PER SHARE (continued)

(b) From continuing operations (continued)

The denominators used are the same as those
detailed above for both basic and diluted loss per
share for continuing and discontinued operations.

From discontinued operations

Basic and diluted loss per share from the
discontinued operations is Nil HK cents (2011:
4.98 HK cents) per share, based on loss for the
year from the discontinued operations attributable
to the owners of the Company of HK$Nil (2011:
HK$35,000,000) and the denominators detailed
above for basic and diluted loss per share for
continuing and discontinued operations.

15. BREE (@)

(b) e E BT T ()

PR E EXPT il s st E A AR %
BFREMER -

RERIEEEER

REREREER 2 ERERNRBES
BASREBW(ZZE——F :4.08%
i) BIREARABEE ABERERIE
KAEBRFREBRTSSTL(ZT——F:

35,000,000/ 70) & _Eiighat BiFE G
ERRERIECEEB 2 BREAREE
BiEzOEHE-



For the year ended 31 December 2012 2 -F——F+_-A=+—HIEE

Furniture,
fixtures and
office equipment

FRH-E£EER
WARRE
HK$’000
T T
COST 28N
At 1 January 2011 R—ZE——F—H—H 21
Additions NE 10
Disposals & @)
At 31 December 2011 R—ZE——F+_A=+—H 24
Additions NE 12
At 31 December 2012 R-ZE——-F+=-H=+—H 36
DEPRECIATION weE 122
At 1 January 2011 Rn-_ZE——%—H—H 4
Provided for the year F F 6
Eliminated on disposal k= | @)
At 31 December 2011 RZE——F+=-_A=+—H 8
Provided for the year REEHHE 7
At 31 December 2012 R-ZE——-F+=-A=+—H 15
CARRYING VALUES REE
At 31 December 2012 R-E—-——-F+=-RA=+—8H 21
At 31 December 2011 RZE—F+-_A=+—H 16
The above items of equipment are depreciated on a LB EIE B &R R ERER  BFIL25%H
straight line basis, after taking into account of their residual RNEBENE-

values, at the rate of 25% per annum.
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For the year ended 31 December 2012 HZ2-F——F+_-A=+—HIEE

Patents
=5
HK$'000
FET

CARRYING VALUE BREE
At 1 January 2011 RZE——%—H—H 50,000
Impairment loss recognised in profit or loss BatPBRZAEEE (50,000)

At 31 December 2011 and 31 December 2012 R=-ZE——F+=ZA=+—HK
—E-——-%t=-A=+-—H -

As set out in note 3, the Group acquired the Pacific
Choice Group during the year ended 31 December
2009, the fair value of the intangible asset was valued at
HK$668,000,000 by Messrs. B.l. Appraisals Limited (“B.
I. Appraisal”), independent qualified professional valuers,
at the date of acquisition (i.e. 15 January 2009) based on
discounted cash flow method.

The intangible asset comprises of patents and/or patents
application in the PRC, Taiwan and the United States
relating to micro-display elements and manufacturing of
LCoS televisions and related components.

The cost of the Group’s intangible asset was to be
amortised on a straight-line basis over the estimated
remaining useful life of ten years. No amortisation is
made before it is fully impaired during the year ended 31
December 2009 since the LCoS television business has
not yet commenced.

HE-_ZENF+_A=+—HLFE A&
B Uk B8 Pacific Choices @ (ZAM s 3FTEL) ﬁ
VEERBEEHEMRABERIFHERA
(H%’fEI!I‘?’%aHEJ)EM&E%EI,HH(ED :iSEjL
F—A+RB)HEFREEZ ATFEREKEIR

& M EEETHE41668,000,000# 7T ©

BVEERETR 2ELEXEABMERETR
B R EELCoSER MABR A 2 HF &~
X%ﬂlﬁﬁ% °

AEBELEERABRESEN G TFHE
Z T BRI {E P R 8 o IO LCOSEAR ¥ 75
REARER BAEBRBE_TTAF+ A
=t BUEFEERZBREZAEHE-



For the year ended 31 December 2012 2 -F——F+_-A=+—HIEE

As set out in note 3, the carrying value brought forward to
1 January 2011 was resulted from a reversal of impairment
loss based on the amount of non-refundable deposit of
HK$50,000,000 received from Good Choice in January
2011 for the proposed disposal of the Pacific Choice
Group and afterwards an impairment loss of the same
amount was recognised in profit or loss for the year ended
31 December 2011 because the Group and Good Choice
reached a cancellation agreement on such proposed deal
on 24 August 2011. As a result, the carrying values of the
intangible asset as at 31 December 2011 and 2012 were
both zero.

Nevertheless, the Group negotiated with TMDC and a
settlement arrangement was reached through a series
of agreements on 27 July 2012 regarding, among the
others, the return of the intangible asset to TMDC. The
transactions as contemplated in those agreements were
completed subsequent to the year end on 28 February
2013 and 5 March 2013. Upon the completion of these
transactions, the Group did not own the intangible asset
and derecognised such accordingly.

CARRYING AMOUNT BREE
At 1 January 2011 and

31 December 2011 and 2012

WU ESE AEE T ——F— A —
BrEEENER -_Z———AnEs
! & Pacific Choice%t @ B Good Choicelit BX
50,000,000/ Tt~ TR ER & 2 B E K ERE
P4 M H 1% BN AL B HGood Choiceft B
BEExsSmRN —_E——F N \A-+tmEE
BimEmi S E—E——F+_A=+—
BItFEREBEERR —FEZRERE A
I BEEER_ZE——FRZZFE—ZF1+=
A=+—BHZEAEAZ-

A ASBERTMDCH B L BEBN _—F—=
FEAZTEAN—RIIBREXREERSE
HPBERATMDCREETLEE -ZFHHE
THETZRINFHREARR _E—=F_H
“THNBRZE-=F=AABTK -REK
RZERGE AEETHEHRBEEEEL KL
HRERZETLEE-

HK$’000
TATT

R-E——F—F—HR-Z—FK
—E——-F+=-_A=+—H -
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For the year ended 31 December 2012 HZ2-F——F+_-A=+—HIEE

The entire balance of goodwill of the Group arose from
the acquisition of the LCoS television business through
acquisition of the Pacific Choice Group during the year
ended 31 December 2009 as set out in note 3. For the
purpose of impairment testing, goodwill and intangible
asset of the Group as set out in note 17 are allocated to
the cash-generating unit of LCoS television which was
expected to benefit from the above-mentioned goodwill
and intangible asset. The fair value of goodwill amounting
to HK$77,685,000 and intangible asset were valued by B.1.
Appraisal at the date of acquisition of the relevant business
and have been fully impaired during the year ended
31 December 2009.

Amounts comprised:

PRC subsidiary (Note i)
Equity securities listed in Hong Kong,
at fair value (Note i)

(B & i)

Notes:

i) As set out in note 3, the Group lost the control over
the PRC Subsidiary and the PRC Subsidiary had been
deconsolidated from the consolidated financial statements
of the Group from 1 December 2009. The PRC Subsidiary
has therefore been recognised by the Company as an
available-for-sale investment since then.

(i) The fair value is based on the quoted prices of the
respective securities in active markets for identical assets.

SalCE = NCIRG EE D)
RER L2 B E S5

mwaw@b@i_77m¢+ A=+—
BIEFE AEEFE 2 2HMEFHTABERY
5% Pacific Choice£s B i d& g%LCOS BREBE

FogtREARMES AEBCEHERERE
E(WMWFE17mE) eskEE=EmHE Limsg
MEREES B ZLCOSERZIREESENM -
E77,685,0008 T B ATEREREE
Th R B EIER S A U B AR B 2 7% B AR 1T 1
BEYEREBEE_ETAF+_A=1+—HILF
EAZHURE -

TR
Group and Company
AEERAERFH

2011
—T——F
HIK$'000
THET

AF(E
5,220
5,220

B 5

()  EREAPMRESAAEL AEE B RENTENE AR
zEGEmMPEEBARER 2T F+ =
A—BEEAREZGEMBHRERANIUEZRE
AR - L IS 2 R B itk B AR R R
RAHLERE-

(i) RARPFEIREBESESFVEEMSEHEMEAREE
ZHREAER-
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For the year ended 31 December 2012 #E-Z——F+-A=+—HI&E

20. INVENTORIES

21.

20. &

2012 2011

—E-——F —E——F

HK$’000 HK$’'000

FET FHET

Finished goods X - 937

TRADE RECEIVABLES

The Group generally allows credit periods of 30 to 90
days to its trade customers. An aging analysis of trade
receivables presented based on the invoice date at the end
of the reporting period is as follows:

21. E5 BEIWFIR

REBE—Ric THESHEPFHI0E0HZIE
ERH-RHMEHR EFRUFAZEZAH
BT ZREDITAT

2012 2011
—E——F —E——%F
HK$’000 HK$’000
FHx FHx 126
0 - 60 days 0£60H 622 927 T
The Group closely monitors the granting of credit and AEBEZYENEERUELTHENSESHE ‘i—\
periodically reviews the recoverability of each trade debt. HWE R - EMRBRATKRECE HE ﬁ;

None of the trade receivables that are neither past due
nor impaired has any default payment history. Before
accepting any new customer, the Group assesses the
potential customer’s credit quality and defines credit limits
by customer. Limits attributed to customers are reviewed
periodically.

There are no trade receivables which are past due as at
31 December 2012 and the Group does not hold any
collateral over these balances. The average age of these
receivables is approximately 30 days.

WOERIR A (46 R R IR AL 8% » I REAHT R
P AEBEAFEEERPZEREER Yk
ERPZEERBE TP ZREETE R -

R-B——F+-_A=+—0 KEEIED
My ESRENFEAAERT ERZEETT
BEAMERAR ZSERUZBIFHRERY S
30H °
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For the year ended 31 December 2012 #EZ-Z——F+-A=+—HI&E

21.

22.

TRADE RECEIVABLES (continueq) 21.

Movement in the provision for impairment loss recognised
in respect of trade receivables is as follows:

B

B 5 BEWRIE ()

B 5 SR 2 B RN EE R AR D
T

piil

2012 2011
—E—-_F —EF——

HK$’000 HK$'000

FHET T T

Balance at 1 January R—A—B2&F 192 2,875

Impairment loss recognised FHNEHERRERSE

during the year - 321
Amounts written off as uncollectible NI IR i ek (113) (167)
Reversal of impairment losses VERIEY E=Ec 4E] (79) (2,837)
Balance at 31 December Nt A=+—RB2&7F - 192

The entire balance of the above allowance for doubtful
debts as at 31 December 2012 and 2011 were individually
impaired trade receivables as the management considered
such balances as not recoverable. The Group did not
hold any collateral over these balances. During the year,
allowance for doubtful debts with an aggregate amount
of HK$79,000 (2011: HK$2,837,000) was reversed
as evidenced by the settlements of the relevant trade
receivable balances.

AMOUNT DUE FROM A SUBSIDIARY 22.

RZE——FRZF——F+HA=F+—HZ
Ll RERBE 2HETRERNERERA
AR ERER S ERGIA - AEE YW E
MREEGREEMERR RNAFE &85
EHREZEWFIBELEFRER  2$ 8 A79,000
B (ZZ——%:2,837,000870) 2 RIER
BEE AR -

FE W — 1 B /B8 2 R RRIR

2012 2011

—E-——F —T——F

HK$’000 HK$’'000

T FHE T

Amount due from a subsidiary JiE U — R B B A Bl kI8 1 -

As at 31 December 2012, accumulated impairment loss of
approximately HK$580,927,000 (2011: HK$579,824,000)
was recorded in respect of amount due from a subsidiary.

The amount due from a subsidiary is unsecured, interest
free and repayable on demand.

R-ZEBE——F+_A=+—08" stElk—mH
B A R FB 818 RETIRE B 18 £7580,927,000
Bt (T ——4:579,824,000/ 7T ) °

RN —RHMNERARRBSEERR RERKRE
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For the year ended 31 December 2012 #E-Z——F+-A=+—HI&E

23. BANK BALANCES AND CASH 23. RITEEFERRE
Bank balances comprise short-term bank deposits with RITEFEREREINPBE LR @A 2 R
original maturity less than three months carry interest TR IEFFEOOI% (ZE——F:0.01%)
at 0.01% (2011: 0.01%) per annum. Bank balances PR UEEEEERB R EENIINCEE
denominated in currencies other than the functional FHECRITHEBEINAT -

currencies of the relevant group entities are set out below:

Group Company
AEH AT
2012 2011 2012 2011
=F--F ZF——% =%T-=F ZFT——F
HK$’000 HK$'000 HK$’000 HK$'000
FE T FHE T FET FA&IT
usD e - 2 - -

24. AMOUNT DUE TO A SUBSIDIARY 24. B — BB QR RKIE

128
2012 2011
—E——F —E——%F T
HK$’000 HK$'000 o
FHET FAET T
i
Amount due to a subsidiary J& 5 — BT Bt B8 A R 3R IR 165,522 165,527 ﬁ;
o
=
The amount due to a subsidiary is unsecured, interest free BN —FANEBARREREERR 2ERRE o

and repayable on demand. SIEE o

T-_FFR
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As set out in note 3, on 15 January 2009, the Group
issued promissory notes of HK$375,000,000 at zero
coupon rate as part of the consideration for acquiring
the entire interest in Pacific Choice Group. The effective
interest rate was 16% at the date of issue.

On 16 February 2009, the Group and the bearer of the
promissory notes agreed that upon an early repayment
of HK$250,000,000, 10% of the principal amount of the
promissory notes (i.e. HK$37,500,000) would be cancelled
in favour to the Group. The repayment was made on 19
February 2009.

On 26 April 2010, the Group and the bearer of the
promissory notes agreed to extend the maturity date of
the remaining promissory notes with a principal amount
of HK$87,500,000 from 14 January 2011 to 14 January
2012. A gain on extension of maturity of promissory notes
of approximately HK$11,908,000 is recognised in profit or
loss during the year ended 31 December 2010.

The promissory notes matured on 14 January 2012 and
neither the Group has made settlement nor the bearer
has demanded repayment from the Group. As detailed
in note 3(vi), the Group has initiated legal proceedings to
pursue to take back the outstanding promissory notes for
cancellation. Details of the legal proceedings are set out in
note 3(vi). Up to the date of approval of these consolidated
financial statements, the notes have not been settled or
cancelled.

The movements of the carrying amount of the promissory
notes are as follows:

MK E R EENF—A+EB R
;‘%@?z:zgﬁi%éﬁ375,ooo,ooo,%n27¥%m
B 1E AU BB Pacific Choicet(s B 7 & 3%
HORE - RBETHHZERFNEE16% °

EEZNF-_A+ B AEBNANZERE
T%K}\EHE it B IR 4R 1818 250,000,000/8
T Bl H BB AR £ E 210% (837,500,000
EIL) G BAEEME - EEER T
ZHE_A+NLBET

RZZE—ZFTFWMAZ+AH TEBREHLE
BB ABEREBA SR A87,500,000/% T2
BTARERIHHBE -_T——F—A+MAH
EREZFE——-F—A+WHH-BEZT—Z
FH+-_AZ+—HIFE ERALZEIH
B2 Wz 4711,908,000/8 TR 1B W HER o

AAEBER T —_F—-A+HEAZH K&
B ARMEHXBEAERBERFRATEZRAK
SEER - BAMT 3V PIFF L AEEERG
ERITE AT IR E A RIR AT < BT
B 2 FHIEH MM EE3(vI) - EEZF LB M B
RESERE  REEARIIHEH-

ARRBEZEREEZSHMOT:

2011

— i o E

HK$’000

T

At 1 January n—H—H 74,964

Interest charge for the year (Note 9) REEHBR 2 FLE (FFE9) 12,072

At 31 December W+ZA=+—H 87,036
Analysed for reporting purposes as: RIMERBEOWTAOT

Current liabilities nBAE 87,036
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As set out in note 3, on 15 January 2009, the Company
issued the Tranche 1 Bonds due on 14 January 2014 with
a principal amount of HK$300,000,000 at zero coupon
rate as part of the consideration for the acquisition of
the Pacific Choice Group. The Tranche 1 Bonds are
convertible into fully paid ordinary shares at a conversion
price of HK$0.4 per share, subject to anti-dilutive
adjustments. Upon full conversion a total of 750,000,000
new ordinary shares would be issued by the Company.
The Company shall redeem any convertible bonds which
remain outstanding on the maturity date at its principal
amount.

None of the Tranche 1 Bonds was converted from the date
of issue to the end of the reporting period.

The convertible bonds contain liability and equity
components. The equity component is presented under
the equity heading of “convertible bonds reserve”.

The fair value of the liability component of the convertible
bonds at the issue date was valued by an independent
valuer determined based on the present value of the
estimated future cash outflows discounted at the prevailing
market rate for an equivalent non-convertible loan. The
effective interest rate of the liability component is 14% per
annum.

The movements of the carrying amount of the liability
component of the convertible bonds for the year are set
out below:

At 1 January n—H—H

Interest charge for the year (Note 9)

At 31 December R+-A=+—H

MK FESHTE RZEENF—A+EA A4
RIETR-_E—NF—A+HBRHALE
300,000,000 T2 8 — L Z B EHIERBWE
Pacific Choice 2@ Z # DR (B - E— L EHIE
B ESR0.4E T (AT ITRESSHE) Hi
BER LB - AEEERE  ARRBEITA
#750,000,0000% %7 & A% - XA BIBEIZRE RS
HELRE A MARTEZ AT BRERES -

BETAHRERERR F-HESHEESE

5o

AMEESESAERERE D - D A
BEBENZ [ARKESFEE] 25

AMBREFREENRNNETEHZAFEHRS
BB K IR R % 3F T AR B IR IR 1T T 45 F
KRB ZBFARRARRH2REMEE A
BN ZERMNELSEF14% -

ABEEFEESD ZEIMERATFERZE
BEIMT

Group and Company
AEERALDT
2011
—F——F
HK$’000
FHET

201,389

AEEHNBRZFE () 28,194

229,683
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27. DEFERRED TAX LIABILITIES 27. EZEREBAEE

The major deferred tax liabilities recognised by the Group
and movements thereon during the current and prior years

are as follows:

AEEERZEIBRERBRBERERAFE
FBEFEAZEHFHBTOT

Group
&
Promissory Convertible
notes bonds Total
ARREE JRRES oo
HK$’000 HK$'000 HK$'000
FHET FAT FHET
At 1 January 2011 nZZ——%—A—H 2,068 16,271 18,339
Credited to profit or loss FTAER
— Release upon amortisation - RIEBR BB EEH
of promissory notes and AL R R TR
convertible bonds under the BEHEEE
effective interest method (1,992) (4,652) (6,644)
At 31 December 2011 R_E——F+ZA=+—H 76 11,619 11,695
Credited to profit or loss FFABEZE
— Release upon amortisation - BIRRE R R A
of promissory notes and AL R R TR
convertible bonds under the BEHEEE
effective interest method (76) (5,303) (5,379)
At 31 December 2012 RZB-——#+ZA=+—H - 6,316 6,316
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27. DEFERRED TAX LIABILITIES (continuea) 27. EXEBIBEE (&)
Company
AATE
Convertible
Bonds
CE:Y St
HK$’000
T T
At 1 January 2011 RZET——F—H—H 16,271
Credited to profit or loss AP A&
- Release upon amortisation of — LR BRI A
convertible bonds under AR AR (& 518 B
the effective interest method (4,653)
At 31 December 2011 RZE——F+=ZA=+—H 11,618
Credited to profit or loss FFAER
— Release upon amortisation of — SRR IR B R A 20K 8
convertible bonds under AR EH B &R
the effective interest method (5,302)
At 31 December 2012 RZF-—ZF+ZA=1+—H 6,316
As at 31 December 2012, the Group has, subject to RZE—ZF+ZA=+—H FAEB(FH
the consent of the tax authority, unused tax losses of BHBERE)ATANKIERAEREN 2 RBA
approximately HK$18,188,000 (2011: HK$8,455,000) TRIEE 1849 /418,188,000/8 T (=T —— 4 :
available for offset against future profits. No deferred tax 8,455,000/ 7T ) - AN R AETE AT B &% F + i
asset has been recognised due to the unpredictability of WEBRELEHIEEE BHEEAERRAL
future profit streams. The losses may be carried forward oo

indefinitely.
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Ordinary shares of HK$0.1 each

Authorised: VETE
At 1 January 2011, RZZT—F—H—8-
31 December 2011 and 2012 —E——FK=F
+=-A=+—¢©
Issued and fully paid: BEITIRER:

At 1 January 2011,
31 December 2011 and 2012

The Company’s share option scheme (the “2002 Share
Option Scheme”) was adopted on 29 May 2002 under
which the Board of the Directors may grant options to
eligible participants, including employees and directors of
the Company and any of its subsidiaries, to subscribe for
shares of the Company. The 2002 Share Option Scheme
is valid and effective for a period of 10 years commencing
from the adoption date after which no further options may
be issued. The 2002 Share Option Scheme was lapsed on
28 May 2012.

At the annual general meeting of the Company on 1
June 2012, an ordinary resolution to propose a new
share option scheme (the “2012 Share Option Scheme”)
has been passed. The 2012 Share Option Scheme was
thus approved and adopted at the general meeting and
subsequently approval has been granted by the Stock
Exchange. The 2012 Share Option Scheme is valid and
effective for 10 years commencing from the adoption date
(i.,e. 1 June 2012). The number of shares, which may be
issued upon exercise of all outstanding options granted
under the 2012 Share Option Scheme and other schemes
adopted by the Group, is not permitted to exceed 30% of
the shares of the Company in issue at any point in time.
The total number of shares in respect of which options
may be granted under the 2012 Share Option Scheme and
other schemes adopted by the Group in aggregate is not
permitted to exceed 10% of the shares of the Company in
issue at the adoption date. The total number of shares in
respect of which options may be granted to any individual
is not permitted to exceed (i) 0.1% of the shares of the
Company in issue, and (i) HK$5,000,000 in aggregate
value based on the closing price of the shares at the date
of each grant, at any 12-month period unless such grant is
approved by independent shareholders at general meeting.

BREEC1EIT 2 T B

Rn—E——F—H—A8"
—E——FR-E—=
+—A=+—8

——4

Number of
shares Nominal value
vl S gE| HE
‘000 HK$'000
i TAL
20,000,000 2,000,000
F
702,356 70,236
ARNFR B _FARAA -+ BHEMERE
RS (I ZES _FREBRETE]) &
o EEZGRRAERLEE (BREARAN
EEMMBARZEERES)HHAURER
NERNcRERE ST - FRERES
%EE%%E%@E+ Wﬁ@*ﬁ&%$ﬁ
HETEMNRERE  _ ST _FRERES
ER= T——Eﬂﬁ +AE%@°
Eﬁ@ﬂﬂ:gf_iﬂﬂ ARTZRE
BFERE L 2R —BENRBRETE (=2
—:E%%%%Hﬂﬂz%ﬁ&%%a%%
B T -—_FREREAESERENRERRE
FEMERIRG - BEER BB R R =
T - FREREFEIERMNBH(N=F

—FANA—R) BT FERBR - TERE
- FREBIME S RARERA 2 At
BB ZAA M ARITERBEIEMAEET L
BHME - RBE A MAR TR B R
10230% BB T — — FRBAE E KA
SEEM 2 EMABUERL 2 RBREZE
FRRS 7 A8 B T 15 E8 1B SR B A A B 2 AT AR
{7 210%  RAES+ — 18 3 #4F - 7] 82 @) (£ ]
NEBE 2 R AR BB 5 B8
()R 2 B B BITARD 2 0.1% J (il 1R # 7 5 1%
B IR () 2 W B 5T B 2 48 & {8.25,000,000
BT BIIFFHERNEBYRRABRRRS L
e B 5 1R Bl A o
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Consideration of HK$1 is payable by the grantee on the
acceptance of option granted. Option may be exercised
from the date of acceptance of the offer of such option to
the earlier of the date on which such option lapses and 10
years from the offer date of that option. The exercise price
is determined by the directors of the Company, and will not
be less than the higher of the closing prices of the shares
on the Stock Exchange on the date of the grant of the
options, the average of the closing prices of the shares for
the five trading days immediately preceding the date of the
grant of the options.

Since the adoption of the above schemes, no share
options have been granted under the 2002 Share Option
Scheme up to 28 May 2012 and the 2012 Share Option
Scheme up to 31 December 2012.

The Group participates in Mandatory Provident Fund
Scheme (the “MPF Scheme”) established under the
Mandatory Provident Fund Ordinance in December 2000.
The assets of the schemes are held separately from those
of the Group, in funds under the control of trustees.

The retirement benefits scheme contributions charged to
profit or loss represent contributions payable to the MPF
Scheme by the Group at specified rates.

During the year, the retirement benefits scheme
contributions are approximately HK$60,000 (2011:
HK$48,000).

ERAERNER 2 RBRERASNRENE
Lo R ER AEARERBERERZA S
EEZRBRESX AR RRBEREZZEH

EwtEER (UAREERE) LRFTE-1T
1§{Eﬂﬂ$’“ﬂ§$%i 1% FMETA 2 8 A A

B AMRORB XM 2B E ZRRBER
TETxHjEHﬂHuﬂ{Ix%EIHxTJJ VB R P 2 F 5
WmEz&ESE -

BERAA EFBIAR BEREBE_FZ_FR
E%H%E#il (BE-Z——FHA-tN\H)
R-Z-——_SRBRESAE (BE-_F——F
TZA=1t—B)RHEARERE-

AEESEEN _TETF+ - AERZ R
HRAESERIIRLzBREERTESFE (58
BErtdl]) REAECEERARHEZEE
D HREE  XAEFEAES -

RIBI R Z RRRE T &8RRI AR EIRE
EZHRERBESF B2

RER - RIREFIF S 2 #5304 A60,00078 7T
ZFE——4 :48,000/&7T) °
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31.

32.

CAPITAL COMMITMENTS

As set out in the announcement of the Company dated 17
January 2011, on 22 September 2010, the Group entered
into a conditional sale and purchase agreement with an
independent third party pursuant to which the Group
would acquire certain chromium mines in the Republic
of Madagascar by the issue of convertible bonds in a
maximum aggregate consideration of US$3,520,000,000
(equivalent to approximately HK$27,280,000,000) by the
Company. The acquisition was subject to the approvals by
the Stock Exchange and shareholders of the Company.

On 28 December 2011, the Group entered into termination
agreements with the vendor pursuant to which the parties
thereto agreed to terminate all transactions contemplated
under the above conditional sale and purchase agreement,
which shall cease to have any force or effect after the
signing of the termination agreements.

The Group has no capital commitment as at 31 December
2012.

31.

BAASE

HBOARRBRR/R-_E——F—A+EBEZR
e R_E-—ZTFAA-T-H AKH
H-FBYE =AU DBEGRTESHE
Bt AEESEBARAETRZARKKE
3,520,000,000% 7T (#HE 7 #927,280,000,000
BIT) Z AT E S U B E T I A A 2
BT WIB AR R AR AR E
& FAEE-

RoT——F+ A+ N\B REFEEH
RIS AR IEH R R AT S RERIE FilE
BHEBEERRBE NRETZAMAERS i
RESRIEHEEBTBRETMAZNKIER-

RZB——F+_A=+—B KEEIET
o] & AR EHE o

INVESTMENTS IN SUBSIDIARIES 2. RMB AR 2’RE
2012 2011
—E——F —T——fF
HK$’000 HK$'000
FE& T FET
Unlisted shares, at cost IE ETRR G AR 77 77
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(continued)

Particulars of the Company’s subsidiaries as at

32. INVESTMENTS IN SUBSIDIARIES

31 December 2012 and 2011 are as follows:

Nominal value of

2. RINB LR ZRE (#)

RZF-—ZFR-F——F+=A=+—8"

RRARZMBRARFBET:

Place of issued and fully
incorporation or paid ordinary
registration/ share capital/ Attributable equity interests
Name of subsidiary operation registered capital by the Company Principal activities
BETR
ERALEER/ HREBRREK/
WEARER 3 EMEXEE KRG RAER TEEH
Directly Indirectly
E# GE3
% % % %
2012 2011 2012 2011
“%-2fF ZF—F Z%-CF ZFF
Champion Keypad Manufacturing  Hong Kong HK$1,000 - - 100 100 Trading in conductive silicon
Limited Ordinary shares rubber products
SRERUEERAR B k10008 T EEEEHBBER
Gold Concept Limited British Virgin Islands US$1 100 100 - - Management service
Ordinary shares
ERRLES LARIET ERRH
Gold Pioneer Enterprises Limited  British Virgin Islands US$1 - - 100 100 Inactive
Ordinary shares
EBRTES LaRER nEER
Great Perfect Investments Limited ~ British Virgin Islands USS1 100 100 - - Management service
Ordinary shares
ERANES LARIET EBRH%
Hong Shing Industrial Limited Hong Kong HK$10,000 - - 100 100 Trading in conductive silicon
Ordinary shares rubber products
RREBXBRAA B EiaR10,000% T EESERERPER
Long Trinity Limited British Virgin Islands US$1 100 100 - - Inactive
Ordinary shares
EBRTES LaRET nEER
Max Dynasty Limited British Virgin Islands US$1 100 100 - - Inactive
Ordinary shares
EBRAXES LARIET EEXH
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32. INVESTMENTS IN SUBSIDIARIES 2. RMB AR ZRE (&)
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(continued)
Nominal value of
Place of issued and fully
incorporation or paid ordinary
registration/ share capital/ Attributable equity interests
Name of subsidiary operation registered capital by the Company Principal activities
BETR
ERRIHER/ HREBRRA/
WEAR AR EXHE EMEXEE FRRELZREER TEEY
Directly Indirectly
%4 GF:
% % % %
2012 2011 2012 2011
“R-CF ZFF 28-2F ZTF
Million Well Creation Limited Hong Kong HK$1 - - 100 100 Management service
Ordinary shares
BEEIRARAT B LRRER ERRB
On Shing Holdings British Virgin Islands US$10,000 - 100 100 Investment holding
Company Limited Ordinary shares
REERERAT AERTES EiRA10,000% T REER
Pacific Choice Holdings Limited ~ British Virgin Islands US$10,000 - 100 100 Investment holding
Ordinary shares
EBRRAES Zi@R10,000% T REZK
Redditch Enterprises Limited British Virgin Islands US$10,001 100 - - Investment holding
Ordinary shares
EERTES ERAR10,001%TT RARR
Sheenway Limited British Virgin Islands US$1 - 100 100 Holdings of patents
Ordinary shares
HEFRAT EBRRES LaR%ET HEER
Sourcestar Profits Limited British Virgin Islands USS1 100 - - Investment holding
Ordinary shares
EBRAES LARIET REZK
Starwick Development Limited British Virgin Islands US$1 - 100 100 Investment holding
Ordinary shares
RERTES LRRIET REER



Notes to the Consolidated Financial Statements
AT A BT ISR EE

For the year ended 31 December 2012 #EZ-Z——F+-A=+—HI&E

Group
rEE
Capital Investment  Convertible
Share  redemption Special revaluation bonds  Accumulated
premium reserve reserve reserve reserve losses Total
TRR
BRHEE EXREREHE RARE REEMRE BERE 2itER At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiET TET TET FET TET FEL T
At 1 January 2011 RNZE-—F-f-8 102,675 1,564 (123) - 120,398 (526,170) (301,656)
Loss for the year TrEEER - - - - - (75,423) (75,423)
Decrease in fair value of
available-for-sale investments REEREATERS - - - (14) - - (14)
Loss and total comprehensive income FEEBERENEES
for the year - - - (14) - (75,428) (75,437)
At 31 December 2011 RoZ-——%+-f=1-H 102,675 1564 (123 (14 120,398 (601,593) (377,093)
Loss for the year rEERE - - - - - (35,285) (35,265)
Increase in fair value of AREEREATEEN
avallable-for-sale investments - - - 1,492 = = 1,492
Loss and total comprehensive income for the year AEEBER2AMNBEE - - - 1,492 - (35,285) (33,793)
At 31 December 2012 RoE-—#+-A=+-H 102,675 1,564 (129) 1478 120,398 (636,878) (410,886)
Company
NG|
Capital Investment  Convertible
Share  redemption  Contribution revaluation bonds  Accumulated
premium reserve surplus reserve reserve losses Total
BRHEE ELRERE HERSR REEMEE TREREGHG RiER &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiET TET TET T TEL FEL T
At 1 January 2011 R-Z-—%-F-A 102,675 1564 68,510 - 120,398 (735,553) (442,406)
Loss for the year rEERE - - - - - (15,969) (15,969)
Decrease in fair value of OREEREATERD
available-for-sale investments - - - (14) - - (14)
Loss and total comprehensive income AEEHEREANREE
for the year - - - (14) - (15,969) (15,983)
At 31 December 2011 R-B-—%+-f=1-H 102,675 1564 68,510 (14 120,398 (751522) (458,389)
Loss for the year rEERR - - - - - (35,118) (35,118)
Increase in fair value of AREEREATEEN
available-for-sale investments - - - 1,492 - - 1,492
Loss and total comprehensive income for the year A5 EFER2HRFAE - - - 1,492 - (35,118) (33,626)
At 31 December 2012 RZE-=f+-fA=+-H 102,675 1,564 68,510 1,478 120,398 (786,640) (492,015)
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34. RELATED PARTY DISCLOSURES

During the year and at the end of the reporting period,
the Group had the following transactions and balance
respectively with related parties. These transactions do
not constitute either connected transaction or continuing
connected transaction as defined under Chapter 14A of
the Listing Rules.

(i) Particulars of amount due to a related

4. BEALTHEE

FARNBEHR NEBEEREA LD HIHE
BETNXRGREH -ZEXHALETERED
MAIFAABFIREZBER HEFEMER

%o

(i)

BN —BEEAL 2RIEFE

party
2012 2011
—E--fF —
HK$°000 HK$’000
FET FiB T
A shareholder, who has ARl —UEBERTZE NN
significant influence, of the RE - FFASERBIAE
Company, included in non- (M)
current liabilities (Note) 1,653 1,653

Note: The amount is unsecured, interest free and has
no fixed terms of repayment. The shareholder has
agreed not to demand for repayment for twelve
months from the end of the reporting period.
Accordingly, the amount is classified as non-current.

(i) Key management compensation

The remuneration of the key management of the
Group during the year was as follows:

(ii

ML BB REER - %8RI EEER
H-BRREBMETENRE HRE
ToEAEREE - Ht - ZFENER
JERE -

TEEE ASHMH
FRNARBEIEERABHMMT -

2012 2011

—E——F —ET——%F

HK$’000 HK$’000

FH T T T

Short-term benefits 72 BA1E A 1,284 1,185
Retirement benefits scheme ROKIEFET B3R

contributions 32 25

1,316 1,210

The remuneration of directors and other members
of key management is determined by the board
of directors having regard to the performance of
individual and market trends.

EENHEBETEEEABKRE ZHMH
EEGE2EAARRLTHLBEETE -
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The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

As set out in note 2, the consolidated financial statements
have been prepared on a going concern basis as the
directors of the Company consider that, after taking
into account the cash flow projections for the year
ending 31 December 2013, and, the bank balances
and cash position of approximately HK$9,917,000 as at
31 December 2012, the Group has sufficient resources
to continue its operations for the foreseeable future. In
addition, the directors have proposed two measures to
improve the Group’s liquidity and financial position which
included to sell the Pacific Choice Group back to the
vendors in the Acquisition Agreement (as defined in note 3)
and cancellation of the promissory notes and convertible
bonds. The Company has engaged legal counsel for the
negotiations with the vendors to cancel the promissory
notes with maturity was extended to January 2012 without
further extension granted during the year. And the Group
has continued to explore opportunities for investments in
companies or projects for long-term development. In the
opinion of the directors of the Company, on the successful
basis of implementation of these measures, the Group will
have sufficient cash resources to satisfy its future working
capital and other financing requirements.

A B R B (B R AT BT B AR
SRR B B RS AL A B IS B
R SR A A B R - A R RS B R
RAERHTE -

BAKIFE2ATE AR AR R ESZ R REE S
T+ _ A=+t HIFEZRERERA
BERA-ZE——F+ - A=+—H2ZRTHEH
IR HRIN499,917,000/8 TR R A KREE A
RAERUANRA BARRBERLEE QWEREH
BHRECRBELCEEERR - IN EFE
FEMIEREUANERNEE 2 REE © RISk
W H B #E £ [ Pacific Choicets B F U BE 175
(EERMES) EAMEHEELZR LB
EH ARG CHETFEEEELE2ZMMU
THAMAERE T —F-AERERT
B HE—FIERE AR EE  NEBEEY
EBRRANEEZRERBIUERRERE -AQ
REZEERBE BN ERZSERE A%E
BHREFTCHGERUAEERREEES R
HmEaske
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The capital structure of the Group consists of debt
and equity attributable to owners of the Company. This
includes the promissory notes amounting to approximately
HK$87,500,000 (2011: HK$87,036,000), convertible
bonds amounting to approximately HK$261,725,000
(2011: HK$229,583,000) and amount due to a
shareholder amounting to approximately HK$1,653,000
(2011: HK$1,653,000) disclosed in notes 25, 26 and
34 respectively, and equity attributable to owners
of the Company, comprising issued share capital
amounting to approximately HK$70,236,000 (2011:
HK$70,236,000) and various reserves less accumulated
losses amounting to approximately HK$410,886,000
(2011: HK$377,093,000), totalling HK$10,228,000 (2011:
HK$11,415,000).

The directors of the Company review the capital structure
regularly. As part of this review, the directors consider
the cost of capital and the risks associated with each
class of capital. Based on recommendations of the
directors, the Group will balance its overall capital structure
through the payment of dividends, new share issues or
share buybacks, as well as the issue of new debt or the
redemption of existing debt.

AEBZEARBRREEELAARRES
ANEMLEZDE W BED R 25 26k
34 & 2 #587,500,0008 0 ( — T — —
#:87,036,0008 L) 2 A KL ER B A
261,725,000/ 7T ( —=Z — — 4 : 229,583,000
BIT) 2 AR E S &4 51,653,000 7T (=
T — — 4 :1,653,0008 L) 2 B —BRE
HREURAQREAEAEBEERZ (BELNA
70,236,000/ 7t (= F — — 4 : 70,236,000/%8
IL) 2 B BT K4 5410,886,0005 7T ( =
T ——4 :377,093,000/8 7T ) 2 & B #E R K
sHES1E) 4% 510,228,000 T (& ——
F :11,415,0000 7T ) °

ARBEFTEHEHNEARRE - EREREHN
M—Hy BEEEEESBERBRNERK
ARER AEEBREEZHEBEZEBIK
R ~ BT A S A 10 B [0 A B 38 (B 75 =k
BOBRBER WFEHEEEARE-
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36. FINANCIAL INSTRUMENTS

36. €@ TR

(a) Categories of financial instruments () €EMITAEHR
Group Company
AEH AT
2012 2011 2012 2011
—E--F —E——F =—Z-—-5 —E—F
HK$’000 HK$'000 HK$’000 HK$’000
T T F T FE T FAET
Financial assets SRMEE
Available-for-sale A ERE
investments 6,712 5,220 6,712 5,220
Loans and receivables B3R e U Fh e
(including cash and cash (BHERER
equivalents) HWE&EEHER) 10,539 20,220 5,607 14,547
Financial liabilities SHasE
At amortised cost LA SHRK AN FHE 352,572 320,287 428,826 396,853
(b) Financial risk management objectives b) MERERREEZEEEREEK

and policies

The Group’s major financial instruments include
available-for-sale investments, trade receivables,

AEBEZFZeRMIABREAIHEER
B BHREE ROEFRAES H

bank balances and cash, other payables,
amount due to a shareholder, convertible bonds
and promissory notes. Details of the financial
instruments are disclosed in respective notes. The
risks associated with these financial instruments
include market risks (currency risk and equity price
risk), credit risk and liquidity risk. The policies on
how to mitigate these risks are set out below.
The management manages and monitors these
exposures to ensure appropriate measures are
implemented on a timely and effective manner.
There has been no change to the policies on how to
mitigate these risks.

i FEASE SR IR AN — 2 AR RIE -~ ATHAAR
BHEMEREE FHZFEMIAZE
EENBAMIRE - BZEeRIAR
%Z@@@%W%EA(ﬁﬁﬂA&%%
ET%EWEAR) ) 1%%@”5»\ REESER
X E IR PR R L F R 2 BOR - B IR
BEBLEEZERR UERNEEE
R PR EE B 5 B o ﬁ%mﬂh1ziﬂ
B MR GEEHE
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36. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives
and policies (continued)

Market risk

@i

Currency risk

The Group operates in Hong Kong with most of
the transactions are denominated and settled
in Hong Kong dollars or United States dollars.

The carrying amounts of the Group’s foreign

ZETZAZt-BILFE

36. €T A (#

(b) MBERERBERBUER (4

i 45 2 B

@i

BE¥ER
REBREFBREEER I%;&%
RBTHETINEREE

RIBEHR AEBEASNNET R Z

currency denominated monetary assets at the BEBEECEEBENT
end of the reporting period are as follows:
Group Company
rEE AT
2012 2011 2012 2011
=E-=F E-—— =Z2-=F _"ZT——%F
HK$’000 HK$’000 HK$’000 HK$’'000
FHET T FET AT
usD ETT - 2 - -
Sensitivity analysis BRRE DT

No sensitivity analysis has been presented
as the directors consider that the Group’s
exposure to USD is insignificant on the grounds
that Hong Kong dollars is pegged to USD.

HREZERRETEITHE &
XL ZNERBRIY NEA B E
2IBRE DT
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Market risk (continued)

(i)

Equity price risk

The Group is exposed to equity price risk
through its investments in listed equity
securities that accounted for as available-for-
sale investments of the Group. The Group’s
equity price risk is mainly concentrated on
equity instruments operating in banking
industry sector in Hong Kong and PRC quoted
in the Stock Exchange.

Sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to equity
price risks at the reporting date. If the prices of
the respective equity securities had been 10%
higher/lower, investment revaluation reserve
of the Group as at 31 December 2012 would
increase/decrease by HK$671,000 (2011:
HK$522,000) as a result of the changes in
fair value of the listed equity available-for-sale
investments held by the Group.

mEmEE (%)

(i)

B% 18 =B

REEFBEN ETRABS 2KE

(ARIAAREBE ZAIHEERE)

mASRERR - NEBZRER
EEFRRERERFH IR

EDHBEEVERIMHRE 2 /A

T Ao

BRRE DT
INTHEEST IR ERHRE B S
AZzBRERBRMET -MEAZ
BARBEHBK T/ TE10% 8l
KEBR-_Z——F+-_A=+—
Bz REEHHEBERRNEEEF
BZAHHERE Y FTRAQF
B % &) M 3 hn % 671,000/ 7T
—E——4F 522,000/ 7T) °
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Crediit risk

In order to minimise the credit risk arising from
the financial assets held by the Group, the Group
reviews the recoverable amount of each individual
trade and other debt at each end of the reporting
period to ensure that adequate impairment losses
are made for irrecoverable amounts. In this regard,
the management of the Company consider that the
Group’s credit risk is significantly reduced.

The Group has concentration of credit risk as
approximately 100% (2011: 31%) and approximately
100% (2011: 78%) of the total trade receivables
was due from the Group’s largest customer and
the five largest customers respectively, all of which
are engaged in the business of conductive silicon
rubber keypads. The concentration of credit risk by
geographical location is mainly in Hong Kong (2011:
Hong Kong), which accounted for 100% (2011:
100%) of the total trade receivable at the end of the
reporting period in the said jurisdiction. The directors
have assessed the credit quality of these debtors
and have continuously assessed the recoverability
of such amounts. For both years, the Company
considers the five largest customers have good
repayment history and credit quality with reference
to the track records of these customers. The
directors consider these debtors are of good credit
quality based on the regular assessments of such
customers and the absence of any default record in
the past.

In addition, the Group has concentration of credit
risk on liquid funds which are deposited with several
banks with good reputation. Other than the above,
the Group does not have any other significant
concentration of credit risk.

EEm A

REREAEEREZERMEEMEL L
FEER AEEENEREMRENS
M%E%&ﬁ@%%Zﬁ%@@@‘%ﬁ
BRI @ & R R SR ERTE - 5
o ARRERERR ARBEZEER
BEANER -

HMRERAEERAZEFERAREF (1
NEEEERBIRBRER) ZEDEE
W R TE A H100% (T —— 4
31% ) & 43100% (ZZF——F:78%) -
WAEEAEFREERR -HiEmE
REFBZZERBRTIBETRELE (T
——F:FB) EE LR AERERIR
HHRE ZEWHIABLE 2100% (=ZF
——%F :1100% ) - EECFEHZSEEK
Hy EBEEEURHENGEZERE A
Ik B2 fE - KWMEF'%%%£KXﬁ
ZHERS AR RIRBZERFHYAR
RIFEERT REELEEZ-BEERA R
BHZERFP2EHTBRBETET
AR ZERRFEHAEERITE
BEHx-

N AEBz RBEREERBRET
ZEEEFHNEERIZZRBITAN-
R EXCARAE SN  AREE Y B AT E M E
ARZEEERRSES -
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Liquidity risk

The Group exposed to significant liquidity risk at the
end of the reporting period. The net liabilities of the
Group as at 31 December 2012 was approximately
HK$340,650,000 (2011: HK$306,857,000). In view
of this, the directors of the Company has given
careful consideration to the future liquidity of the
Group and have been taking steps to improve the
liquidity of the Group and details of which are set out
in note 2.

The following table details the Group’s contractual
maturity for its financial liabilities based on the agreed
repayment terms. The tables for non-derivative
financial liabilities have been drawn up based on the
undiscounted cash flows of financial liabilities based
on the earliest date on which the Group can be
required to pay.

B E LA

AEERRERRBMYEAZRDE SR
S REBR _T——_F+_A=+—H
2 B{EFEE 4 5340,650,0008 7 (= F
——%£: 306,857,000/ 7T ) ° B ER I
RARESHAEB 2 RRRDESIE
HEEEs  WRIEENEAERZR
HED FBRENWE2 -

TERDIRBEHEERGRTNEAEES
MEBBEZENZRAFE - TEES R
BEME  ZXRDREARERERI A
FEARFAHPZERABZARARS
ik
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36. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives
and policies (continued)

Liquidity and interest risk table

b) MBEREEEERBER (#)

B EE R T

Group
K%
Weighted
average Total Carrying
effective Less than Over undiscounted amount at
interest rate 1 month 1 year cash flows 31 December
“t+=A
mEFH RER =t-H
BERAE HYIMEA BBE  BeREE REE
HK$'000 HK$'000 HK$'000 HK$'000
% THL TET THL TAEL
2012 —E-CZ&
Non-derivative FTESRER
financial liabilities
Other payables HiERTE - 1,604 - 1,694 1,694
Amount due to a shareholder ER—ZRRFA - - 1,653 1,653 1,653
Convertible bonds - liability m#kES - AEHH
component (Note) (F3E) 14 - 300,000 300,000 261,725
Promissory notes RLEE 16 87,500 - 87,500 87,500
89,194 301,653 390,847 352,572
2011 2%
Non-derivative financial liablities ~ FHT£ ¢ B & E
Other payables EfENTE - 2,015 - 2,015 2015
Amount due to a shareholder ER—BRENE - - 1,653 1,653 1,653
Convertiole bonds - liability hkER - aEPH0
component (Note) (BzE) 14 - 300,000 300,000 229,583
Promissory notes RALRE 16 87,500 - 87,500 87,036
89,515 301,653 391,168 320,287
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36. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives
and policies (continued)

Liquidity and interest risk table (continued)

36. EHQI,\\

b) BHEREEBFEREX

REBEZRFAEEEET (&)

( 775! /

Company
b
Weighted
average Total Carrying
effective Less than Over undiscounted amount at
interest rate 1 month 1 Year cash flows 31 December
i
¥ KER T-A=t-H
BERAIZ HSRER BBIE  REMAE REE
HK$'000 HK$'000 HK$'000 HK$'000
% T F#r T FEL
2012 ZB-CZF
Non-derivative FTESRER
financial liabilities
Other payables HiERTE - 1,579 - 1,579 1579
Amount due to a subsidiary EN—RHER - 165,522 - 165,522 165,522
Convertible bonds - liability ﬂﬁ%%ﬁfﬁFWW(W?)
component (Note) 14 - 300,000 300,000 261,725
167,101 300,000 467,101 428,826
2011 —E——f
Non-derivative financial liabilities 3&@1&%@31&1
Other payables EfENTE - 1,743 - 1,743 1,743
Amount due to a subsidiary ER—FERBARHE - 165,527 - 165,527 165,527
Convertiole bonds - liahility R EHF-AES F(WI)
component (Note) 14 - 300,000 300,000 229,583
167,270 300,000 467,270 396,853

Note: This is categorised based on contractual term of

redemption at maturity on the assumption that there

are no redemption or conversion of the convertible

bonds.

BITEE : b TOAR 3% R A% 8 B ) =X 88 4 ] i (R

FMREEAERD

B2 & BRK D

e
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The fair value of financial assets and financial
liabilities are determined as follows:

° the fair value of financial assets and financial
liabilities with standard terms and conditions
and traded in active liquid markets are
determined with reference to quoted market
bid prices; and

° the fair values of financial assets and financial
liabilities are determined in accordance with
generally accepted pricing models based on
discounted cash flow analysis.

HKFRS 7 requires an entity to classify fair value
measurements using a fair value hierarchy that
reflects the significance of the inputs used in making
the measurements. The fair value hierarchy should
have the following levels:

(@  quoted prices (unadjusted) in active markets for
identical assets or liabilities (Level 1);

(b)  inputs other than quoted prices included within
Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly
(i.e. derived from prices) (Level 2); and

(c) inputs for the asset or liability that are
not based on observable market data
(unobservable inputs) (Level 3).

Financial instruments that are measured
subsequently to initial recognition at fair value,
represent the Group’s investments in listed securities
in Hong Kong accounted for as available-for-sale
investments, amounted to HK$6,712,000 (2011:
HK$5,220,000) as set out in note 19, is based on
Level 1 measurement.

CREERCRMEBIATEZEES
SEMT

ARBHERRIGHLEERADE
TMEEECEREERERARE
ZAFEDIZEMSEAREE
TR

TREEREBRBEZIAFELR
B-REANEERANPBRRES

MAOWERE °

EREMBREENETREREERAR
FEERN (RBREHFEREAZHA
BzEEN)EQFEFE AFER
RIS RATRIX:

(@)

REEEXLABERRMS 2 RE
(REAE) (F—)

BRE—MABEZREIN ZEE
BBz EE (BER)SKHE
(BN EEREL)BERMEHAER
(B=8) &

WIRRBAIBR 2 B EUR (B)X
BR2BANBEEZZEEXRA
BEZBWAE(F=F) -

ROBERERRAFEFEZS T A
(AEBREALMELFZRE)ER
A ERE AR A6,712,0000 7T (=
T — —4:5,220,000/ 7t) (& 20 ff =F
19FTE) - IIRIEE — B EBH -
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As set out in notes 3 and 17, the Group entered into a
series of agreements with TMDC to:

i) return the intangible asset representing the patents
for the production of LCoS television;

ii) cause TMDC to tender back the part of Tranche
1 Bonds issued to it with a principal amounting of
HK$187,200,000 to the Group for cancellation; and

i) transfer the entire issued share capital of Precise
Media Ltd., to TMDC.

On 28 February 2013 and 5 March 2013, the above
transactions have been completed and as such the
intangible asset (note 17), convertible bonds (note 26) with
a principal amount of HK$187,200,000 and interest in
Precise Media Ltd. (note 32), have been derecognised.

AN S RATATE, - ANEBETMDCRT Y — K
T tpaE A

) ERENEELCSERENB|IVEE:

i)  RFETMDCHALEREIMEETZ AL
%4 /5187,200,000/8 7T 2 38 —#E E FH LA
S &

iy  [MTMDCEE:EPrecise Media Ltd.Z 2 &2
BEITREAS -

RZFE—=F_A=Z+N\BEZZTE—=F=H
hH EARZERK MBBAEREE (i
17) ~ 7" & %8 /5187,200,000/%8 7T 2 7] #2 i% & %
(Fft5£26) K Precise Media Ltd. 2 #%5 (B &
32) B A I TERR o
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RESULTS ¥E

m=

For the year ended 31 December

BE+-HA=1+—-HLEE

2008 2009 2010 2011 2012
ZETNFE ZZETHhFE ZTZ2F ZT——F —IZ--F
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FET FET FHET FHET FET
Revenue (including continuing and Yz ( B HERE L&
discontinued operations) IHEE ) 645,083 134,272 26,524 5,025 10,078
Profit (loss) before taxation BRELETR R (BE) (163,299) (587,100) 20,380 (82,067) (40,664)
Income tax (expense) credit FiEf ()% (6,429) 1,430 4,049 6,644 5,379
Profit (loss) for the year, attrbutable ~ RNEE AR EHEE A
to owners of the Company FEAG =R (E1E) (169,728) (585,670) 24,429 (75,423) (35,285)
ASSETS AND LIABILITIES EEREE
As at 31 December
R+=BA=+-H
2008 2009 2010 2011 2012
ZTENE ZTENF ZE-TF ZE—F ~—T--F%
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FHET FHET FET FET FHBT
Total assets BEE 515,897 41,042 72,217 26,867 18,238
Total liabilities BAEE (262,627) (296,891) (303,637) (333,724) (358,888)
253,270 (255,849) (231,420) (306,857) (340,650)
Equity attributable to owners of ViN/NSIET YN
the Company LS 253,270 (255,849) (231,420) (306,857) (340,650)
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