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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE
STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate companies to which a higher investment risk
may be attached than other companies listed on the Stock Exchange. Prospective investors should be aware of
the potential risks of investing in such companies and should make the decision to invest only after due and
careful consideration. The greater risk profile and other characteristics of GEM mean that it is a market more
suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on GEM may be
more susceptible to high market volatility than securities traded on the Main Board of the Stock Exchange and
no assurance is given that there will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility for the
contents of this report, makes no representation as to its accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of Aurum Pacific (China) Group Limited (the “Company”) collectively
and individually accept full responsibility, includes particulars given in compliance with the Rules Governing the Listing of
Securities on the GEM of The Stock Exchange of Hong Kong Limited (the “GEM Listing Rules”) for the purpose of
giving information with regard to the Company. The Directors, having made all reasonable enquiries, confirm that, to the
best of their knowledge and belief, the information contained in this report is accurate and complete in all material
respects and not misleading or deceptive, and there are no other matters the omission of which would make any
statement herein or this report misleading.
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CHAIRMAN'S STATEMENT
ETRBEE

Dear Shareholders

On behalf of the Board of Directors (the “Board”) of Aurum Pacific
(China) Group Limited (the “Company”) and its subsidiaries
(collectively known as the “Group”), it is my great pleasure to report to
the shareholders the annual report for the year ended 31 December
2012.

FINANCIAL REVIEW HIGHLIGHT

For the year ended 31 December 2012, the Group has a turnover from
custom-made solution segment of approximately HK$97,000. Loss
attributable to the shareholders for the year was approximately
HK$5,845,000. The Board did not recommend to pay any dividend for
the year ended 31 December 2012.

BUSINESS REVIEW

Trading of the shares of the Company has been suspended since 22
March 2007. On 21 December 2012, The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) agreed to allow the Company to
proceed with the resumption proposal, subject to satisfying the
resumption conditions by 31 March 2013. All resumption conditions
have been fulfilled and trading in the shares of the Company on the
Stock Exchange has been resumed on 28 February 2013.

Upon the completion of the transactions contemplated under the
resumption proposal of the Company which include, among others,
the acquisition of information technology (“IT") solution provider
business, the share consolidation, the change in board lot size and the
open offer, the Group could have sufficient level of operations and
assets.

BUSINESS OUTLOOK

The group is principally engaged in the provision of custom-made
solutions. After the completion of acquisition of KanHan Technologies
Limited (“KanHan") and its subsidiaries (collectively, the “KanHan
Group”) on 31 December 2012, KanHan Group became the wholly-
owned subsidiaries of the Company. Through this acquisition,
additional income and revenue will be generated to the Group. As an
IT solutions provider targeting Hong Kong and the markets of the
People’'s Republic of China (the “PRC"), our Group mainly engaged in
developing and marketing of the patented server based technology
and the provision of communications service platform and software
related services.
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CHAIRMAN'S STATEMENT
ERBEE

Rapid growth of mobile and software technology have further driven
up the demand of the communication and IT industries. The increasing
use of smart phones and increasing locations of internet access
through either Wi-Fi or data services have resulted in an internet
access friendly environment and thus lead to the immense demand of
mobile application which in turn created desirable opportunities to us.
Communications become much more convenient with the help of
better and innovative technologies. We intend to continue taking
efforts in developing and upgrading our products and solutions with a
generic growth of the business in the existing market. Such
development and future operations of the Group would continue to
broaden our income sources in order to improve the performance and
maximize the returns of shareholders as a whole.

APPRECIATION

Finally, on behalf of the Board, | would like to take this opportunity to
give my sincere gratitude to my fellow Directors and all the staff who
have contributed their time, efforts and supports to revive the Group’s
business operations and to enable the Company to resume the trading
of its shares on the Stock Exchange.

Lau Man Tak
Chairman

20 March 2013
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEmAR DM

RESULTS

For the year ended 31 December 2012, the Group recorded a total
turnover from custom-made solutions business of approximately
HK$97,000, representing a decrease of 65% as compared with
approximately HK$274,000 for the same period last year. Loss
attributable to owners of the Company amounted to approximately
HK$5,845,000, as compared with that of approximately HK$3,102,000
for the same period last year. A higher loss for the current was
resulted from the increase in the legal and professional expenses
relating to the resumption and very substantial acquisition.

BUSINESS REVIEW

Resumption of Trading

Completion of the Resumption Proposal

As disclosed in the announcement of the Company dated 21
December 2012, the Stock Exchange agreed to allow the Company to
proceed with the resumption proposal, subject to satisfying the
resumption conditions. All resumption conditions have been fulfilled on
26 February 2013. Trading in the shares of the Company on the Stock
Exchange has been resumed on 28 February 2013.

Upon the completion of the transactions contemplated under the
resumption proposal of the Company which include, among others,
the acquisition of IT solution provider business, the share
consolidation, the change in board lot size and the open offer.

(a)  Acquisition

On 26 June 2012, the Group entered into a sale and purchase
agreement with independent third parties to acquire all the equity
interest of KanHan Group, which engaging in developing and
marketing of patented server based technology and the provision
of communications service platform and software related
services at a nominal consideration of HK$28,000,000 (the
“Acquisition”). The Acquisition has been completed on 31
December 2012. As at date of this report, a total of
HK$19,000,000 has been settled. Details of the Acquisition were
set out in the announcements and circular of the Company dated
6 August 2012, 7 December 2012 and 31 December 2012.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEREWLN DM

(b)  Share consolidation, change in board lot size and open offer

On 22 January 2013, the share consolidation of every two issued
and unissued shares of HK$0.01 each into one consolidated
share of HK$0.02 each (the “Consolidated Share”); and the
change of board lot size from 10,000 shares to 20,000
Consolidated Shares became effective. Open offer of
400,000,000 Consolidated Shares at the offer price of HK$0.15
per offer share on the basis of four offer shares for every one
Consolidated Share (the "Open Offer”) completed on 27
February 2013 and raises gross proceed of HK$60 million. Details
were set out in the announcements and circulars of the Company
dated 21 December 2012, 24 December 2012, 3 January 2013, 1
February 2013 and 26 February 2013.

BUSINESS OUTLOOK

For the year ended 31 December 2012, the Group was principally
engaged in the provision of custom-made solutions. The trading of
computer equipment and accessories ceased upon disposal of a
wholly owned subsidiary completed on 24 June 2011. This trading
business segment was then classified as discontinued operation for
both years under review. After the completion of Acquisition on 31
December 2012, KanHan Group became the wholly-owned
subsidiaries of the Company. Through this Acquisition, additional
income and revenue will be generated to the Group. As an IT solutions
provider targeting Hong Kong and the PRC markets, the Group would
mainly focus in developing and marketing of the patented server based
technology and the provision of communications service platform and
software related services with primary focus in the government
industry sector. The products and services can mainly divided into five
categories, namely, (i) HanPHONE supported Client Management
Infrastructure; (ii) KanHan Client Management Infrastructure; (iii)
HanWEB; (iv) solutions to expand business through creative
promotions; and (v) voice system service to the under-privileged
groups.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEmAR DM

The Group will continue to focus on the development of technologies
facilitating the global Chinese communities in communicating over
internet on diverse web enabled devices including but not limited to
personal computers, mobile devices and telephones. The key
development strategy of the Group behind the product development is
to turn customer projects into standardized products in accordance
with Company development direction. The Group's patented Chinese
language technologies are uniquely positioned to serve the vast
Chinese speaking market including the clients in the Greater China
region. At the same time, the technologies have also taken care of the
needs of the under-privileged groups in accessing the internet.

We intend to continue taking efforts in developing and upgrading our
products and solutions with a generic growth of the business in order
to broaden our income sources. The Group will continue to deploy
appropriate operation strategies to meet the challenges posted by the
competitive market to improve the performance and maximize the
returns of shareholders as a whole.

Financial Resource and Liquidity

At 31 December 2012, the Group had cash and bank balances of
approximately HK$1,869,000 (31 December 2011: HK$4,860,000), and
loan with a carrying amount of HK$6,554,000 (31 December 2011:
HK$6,163,000) was advanced from an independent third party. The
loan is unsecured, bearing interest rate at 3% over the Hong Kong
prime rate per annum plus an arrangement fee. The average effective
interest rate for the year is approximately 6.3% (31 December 2011:
6.8%) and is not repayable before May 2013. In addition, during the
current year, a loan facility of up to HK$40,000,000 has been granted
by the controlling shareholder, Prime Precision Holdings Limited. As at
the year ended 31 December 2012, amounting to HK$5,000,000 had
been drawn. This shareholder’s loan is unsecured, interest free and
not repayable before April 2014. All the cash and bank balances and
the borrowings are denominated in Hong Kong dollars.

On 1 March 2013, the Company entered into a deed of assignment
with the independent third party and the controlling shareholder,
pursuant to which the loan and the accrued interest as at that date
were reassigned as loans from the shareholder. The amount is
deemed as drawn down from the loan facilities letters with the
controlling shareholder.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEREWLN DM

Gearing Ratio

At 31 December 2012, total assets of the Group were approximately
HK$34,459,000 (31 December 2011: HK$5,517,000) whereas total
liabilities were approximately HK$42,782,000 (31 December 2011:
HK$10,070,000). The gearing ratio of the Group, calculated as total
liabilities over total assets, was 124.2% (31 December 2011: 182.5%)
and the current ratio, calculated as current assets over current
liabilities, was 0.28 (31 December 2011: 0.61). The Directors will
continue to take measures to improve the liquidity and gearing position
of the Group.

Foreign Exchange Exposure
The Directors consider that the Group had no material foreign
exchange exposure.

Material Acquisition, Disposal and Significant Investment of the
Group

Save as disclosed above, the Group did not have any material
acquisition, disposal and significant investment.

Pledge of Assets and Contingent Liabilities
As at 31 December 2012, the Group did not have any substantial
pledge of assets.

On 19 July 2011, KanHan disposed of its 100% interest in KanHan
Educational Services Limited to an independent third party (the
“Buyer”). Under the sale and purchase agreement, KanHan warrants
and guarantees to the Buyer that the audited net profits before tax and
any extraordinary or exceptional item (the “Audited Profits”) of KanHan
Educational Services Limited will not be less than HK$450,000,
HK$2,200,000 and HK$6,500,000 for the years ended 31 December
2010, 2011 and 2012 (the “Guaranteed Profits"”) respectively. KanHan
is required to return to the Buyer in cash of the contingent
consideration paid if the Audited Profits of KanHan Educational
Services Limited are less than the Guaranteed Profits.

On 26 June 2012, KanHan entered into a counter-indemnity agreement
with Mr. Mo Wai Ming, Lawrence, the executive Director, to indemnify
it against any loss that may arise from this guarantee.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEmAR DM

No contingent liabilities might arise from return of the contingent
consideration as the Directors believe the counter-indemnity
agreement will enable the Group to recover any loss KanHan may incur
arising from the above guarantee.

KanHan Educational Services Limited is a related party of the Group as
Mr. Mo Wai Ming, Lawrence, is a common director of the Company
and KanHan Educational Services Limited.

DIVIDEND

The Directors do not recommend the payment of a final dividend for
the year ended 31 December 2012 (31 December 2011: HK$Nil).

EMPLOYEE INFORMATION AND
REMUNERATION POLICY

As at 31 December 2012, the Group employed approximately 30 staff
(2011: 8). Staff costs (including Directors’ remuneration) was
approximately HK$873,000 for the year under review (2011:
HK$1,346,000). Remuneration is determined by reference to market
terms and performance, qualification and experience of individual
employee.

The Group provides benefits in accordance with the relevant laws and

regulations including the Mandatory Provident Fund Scheme of Hong
Kong.
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CORPORATE GOVERNANCE REPORT

TEERBRE

The Company is committed to maintain corporate governance of high
standards and quality procedures. The Company has put in place
governance practices with emphasis on the integrity to shareholders
and quality of disclosure, transparency and accountability to
shareholders for the sake of maximizing returns to shareholders.

CORPORATE GOVERNANCE PRACTICE

The Company has complied with the code provisions set out in the
Code on Corporate Governance Practices, which was revised and
renamed as Corporate Governance Code (the “CG Code"”) on 1 April
2012 as contained in Appendix 15 of the GEM Listing Rules throughout
the year ended 31 December 2012 except for the deviations from
code provisions A.2.1, A.4.1 and E.1.2 which are explained in the
following relevant paragraph. Below are the major corporate
governance practices adopted by the Company with specific reference
to the CG Code.

THE BOARD OF DIRECTORS

The Board is responsible for leading and controlling the Company,
overseeing as well as the supervision of its business, approval of
strategic plans and monitoring the Company's performance. The Board
delegates the day-to-day operations to the executive directors and
senior management, while reserving certain key matters for its
approval.

As at the date of this report, the Board comprised six Directors, of
which two were executive Directors, Mr. Lau Man Tak and Mr. Mo
Wai Ming, Lawrence; one non-executive Director, Mr. Chan Tik Yuen;
and three were independent non-executive Directors (the “INED"), Mr.
Chi Chi Hung, Kenneth, Mr. Chan Wai Fat and Mr. Chui Kwong Kau.
There is no financial, business, family or other material/relevant
relationship amongst the Directors.

Throughout the year 2012 and up to date of this report, the Company
has complied with rule 5.05(1) and (2) of the GEM Listing Rules. The
Board has the necessary skills and experience appropriate for
discharging their duties as Directors in the best interests of the
Company and that the current board size is adequate for its present
operations. Each of the Directors keeps abreast of his responsibilities
as the Director and of the conduct, business activities and
development of the Company.
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Each of the INEDs has made an annual confirmation of independence
pursuant to Rule 5.09 of the GEM Listing Rules. The Company is of
the view that all INEDs meet the independence guidelines set out in
Rule 5.09 of the GEM Listing Rules and are independent in accordance

with the terms of the guidelines.

Members of the Board met on a regular basis and on ad hoc basis to
discuss the overall strategy as well as the operation and financial
performance of the Group. There were fifteen board meetings held

during the year 2012.

Attendance of individual Directors at Board meetings held during the

year:

Executive Directors

BITES

Mr. Lau Man Tak (Chairman) (Note 1)

R () (KMt 1)

Mr. Mo Wai Ming, Lawrence (Chief Executive Officer) (Note 2)
AR RS A (7T AR ) (B3 2)

Mr. Cheung Yu Ping (Note 3)

wFFEAE(HES)

Mr. Lee Ah Sang (Note 4)

oL AE(KiE4)

Non-Executive Directors

FHITES

Mr. Chan Tik Yuen (Note 5)
PR s)R S (HfaE5)

Independent Non-Executive Directors

BYFHTES

Mr. Chi Chi Hung, Kenneth
BNV

Mr. Chan Wai Fat
PRIZE 4

Mr. Chui Kwong Kau
ERIREE
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Notes:

1. Mr. Lau Man Tak appointed as an executive Director and Chairman on 1
June 2012.

2. Mr. Mo Wai Ming, Lawrence appointed as an executive Director and
Chief Executive Officer on 31 December 2012.

3. Mr. Cheung Yu Ping resigned as an executive Director, Chairman and
Chief Executive Officer on 1 June 2012.

4. Mr. Lee Ah Sang appointed as Chief Executive Officer on 1 June 2012
and resigned as an executive Director and Chief Executive Officer on 31
December 2012.

5. Mr. Chan Tik Yuen appointed as a non-executive Director on 26 February
2013.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to A.2.1 of the CG Code, the roles of chairman and chief
executive should be separate and should not be performed by the
same individual. Mr. Cheung Yu Ping (“Mr. Cheung”), being the former
Chairman and executive Director, held the office of chief executive
officer (“CEQ"). Following to Mr. Cheung’s resignation on 1 June
2012, Mr. Lau Man Tak has been appointed as the Chairman and Mr.
Lee Ah Sang, a former executive Director, has been redesignated as
the CEO and the code provision A.2.1 has been complied with
thereafter. On 31 December 2012, Mr. Mo Wai Ming, Lawrence has
been appointed and replaced Mr. Lee Ah Sang as the CEQ.

Pursuant to E.1.2 of the CG Code, the Chairman should attend the
annual general meeting. However, in the annual general meeting held
on 7 May 2012, Mr. Cheung was unable to attend the meeting as he
had to attend an urgent matter. He appointed the former executive
Director, Mr. Lee Ah Sang, to chair the meeting on his behalf.

NON-EXECUTIVE DIRECTORS

Pursuant to A.4.1 of the CG Code, non-executive Directors should be
appointed for specific terms, subject to re-election.

For the year ended 31 December 2012, all the existing INEDs were not
appointed for a specific term but are subject to retirement and re-
election at the forthcoming annual general meeting and retirement by
rotation and re-election at least once every three years at the annual
general meeting of the Company in accordance with the provisions of
the Company’s articles of association (the “Articles”).
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On 26 February 2013, the newly appointed non-executive Director, Mr.
Chan Tik Yuen, has entered into a service contract with the Company
for an initial term of three years commencing from 26 February 2013,
unless terminated by not less than three months’ notice in writing
served by either party on the other. He is subject to retirement by
rotation and re-election at the next annual general meeting of the
Company in accordance with the Articles.

On 1 March 2013, the terms of appointment of the INEDs were
revised. Each of the INEDs has entered into a service contract with the
Company for an initial term of three years commencing from 1 March
2013, unless terminated by not less than three months’ notice in
writing served by either party on the other.

CORPORATE GOVERNANCE STRUCTURE

The Board is entrusted with the duty to put in place a proper corporate
governance structure of the Company. It is primarily responsible for
setting directions, formulating strategies, monitoring performance and
managing the risks of the Group. Under the Board, there are currently
three committees, namely Audit Committee, Remuneration
Committee and Nomination Committee. Audit Committee and
Remuneration Committee perform their distinct roles in accordance
with their respective terms of reference and assist the Board in
supervising certain functions of the senior management. Nomination
Committee assists the Board in nominating candidates for directorship,
reviewing the size and composition of the Board and making
recommendation to the Board on appointment of directors. Each of the
Committees is established with defined written terms of reference
which are available on the Company’s website and the GEM website.

REMUNERATION COMMITTEE

The Remuneration Committee is responsible for making
recommendations to the Board regarding the Group’s policy and
structure for remuneration of Directors and senior management and
determining the specific remuneration packages of directors and senior
management of the Company.
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REMUNERATION POLICY

The remuneration policy of the Directors is decided by the
Remuneration Committee, having regard to the market terms,
individual experience, duties and responsibilities.

Directors’ emoluments comprise payments to Directors by the
Company and its subsidiaries in connection with the management of
the affairs of the Company and its subsidiaries. The amounts paid to
each Director for the year ended 31 December 2012 are set out in
note 11 to the consolidated financial statements.

As at the date of this report, the Remuneration Committee comprises
three INEDs, namely Mr. Chi Chi Hung, Kenneth, Mr. Chan Wai Fat
and Mr. Chui Kwong Kau. The Committee is chaired by Mr. Chi Chi
Hung, Kenneth.

The Remuneration Committee is scheduled to meet at least once a
year. One meeting was held during the financial year ended 31
December 2012. The attendance of each member is set out as
follows:

Independent Non-Executive Directors
BYFHTES

Mr. Chi Chi Hung, Kenneth (Chairman)
EEMEE(ERE)

Mr. Chan Wai Fat

BRIZE L

Mr. Chui Kwong Kau

ERIREE

Executive Director

HITES

Mr. Cheung Yu Ping (resigned on 1 June 2012)
RFEFEE(RZE—=F,A—BHHT)
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Summary of works

During the year 2012 and up to the date of this report, the
Remuneration Committee reviewed the remuneration packages of the
all Directors and the senior management and made recommendations
to the Board on the remuneration of the newly appointed executive
Director and the non-executive Director in accordance with the
Remuneration Committee’s written terms of reference.

Also, during the year 2012, the Remuneration Committee
recommended to the Board the annual salary of each of Mr. Chi Chi
Hung, Kenneth and Mr. Chui Kwong Kau increased from HK$60,000 to
HK$100,000.

NOMINATION COMMITTEE

The Nomination Committee is responsible for nominating potential
candidates for directorship, reviewing the nomination of directors and
making recommendations to the Board on such appointments.

As at the date of this report, the Nomination Committee comprised
three INEDs, namely Mr. Chi Chi Hung, Kenneth, Mr. Chan Wai Fat,
and Mr. Chui Kwong Kau. The Committee is chaired by the INED, Mr.
Chi Chi Hung, Kenneth.

The Nomination Committee is scheduled to meet at least once a year
for the review of the structure, size and composition (including skills,
knowledge and experience) of the Board. In addition, the Nomination
Committee also meets as it is required to consider nomination of
related matters. Three meetings were held during the financial year.
The attendance of each member is set out as follows:

Independent Non-Executive Directors
BYFHTES

Mr. Chi Chi Hung, Kenneth (Chairman)
FEWRE(FE)

Mr. Chan Wai Fat

BRIZEESEE

Mr. Chui Kwong Kau

ERIRELE

Executive Director

HITES

Mr. Cheung Yu Ping (resigned on 1 June 2012)
RFFEER=ZT—ZFA—HET)
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Summary of works

During the year 2012 and up to the date of this report, the Nomination
Committee reviewed the structure, size and composition of the Board
and made recommendations on any proposed changes to the Board to
complement the Company's strategy and also reviewed and made
recommendations to the Board on the change of the CEO and
appointment of the newly appointed executive Director and the non-
executive Director in accordance with the Nomination Committee’s
written terms of reference. Also, the Nomination Committee
recommended the revision of the terms of appointment of the INEDs
for three years commencing from 1 March 2013 for the Board’s
approval.

AUDIT COMMITTEE

The Audit Committee is responsible to evaluate the overall
effectiveness of the internal control and risk management frameworks,
to review the accounting principles and practices adopted by the Group
and other financial reporting matters and ensure the completeness,
accuracy and fairness of the financial statements, to monitor
compliance with statutory and listing requirements and to oversee the
relationship with the external auditors.

The Audit Committee reviews the quarterly, interim and annual reports
before submission to the Board. At least one member has an
appropriate professional qualification or accounting or related financial
management expertise. The Audit Committee focuses not only on the
impact of the changes in accounting policies and practices but also on
the compliance with accounting standards, the GEM Listing Rules and
the legal requirements in the review of the Company’s quarterly,
interim and annual reports.

Senior representatives of the external auditor, executive Directors and
senior executives are invited to attend the meetings, if required. Each
of the Audit Committee members has unrestricted access to the
Group’s external auditor and the management.

As at the date of this report, the Audit Committee comprised three
INEDs, namely Mr. Chi Chi Hung, Kenneth, Mr. Chan Wai Fat and Mr.
Chui Kwong Kau. The Audit Committee is chaired by the Mr. Chi Chi
Hung, Kenneth.
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The Audit Committee is scheduled to meet at least four times a year.
Four meetings were held during the financial year. The attendance of
each member is set out as follows:

Independent Non-Executive Directors
BYFHTES

Mr. Chi Chi Hung, Kenneth (Chairman)
FEHEE(FE)

Mr. Chan Wai Fat

PRIZEE KL

Mr. Chui Kwong Kau

EEREL

Summary of works

During the year 2012 and up to the date of this report, the Audit
Committee reviewed the quarterly, interim and annual results and
reviewed the system of internal control and its other duties in
accordance with the Audit Committee’s written terms of reference.
The Audit Committee also reviewed and recommended (i) the Whistle
Blower Policy; (i) the Business Contingency Plan; (iii) the Shareholders’
Communication Policy; and (iv) the internal control report for the
Board's approval.

Corporate Governance Functions

The Board is responsible for performing the corporate governance
duties as set out in the terms of reference equivalent to code provision
D.3.1 of the CG Code. During the year, the policies of the corporate
governance of the Company were reviewed by the Board. In March
2012, certain new and revised policies were adopted by the Board to
cope with the amendments in the GEM Listing Rules and the CG
Code.

ACCOUNTABILITY AND AUDIT

Directors’ Responsibilities for Financial Reporting

The Directors acknowledged their responsibility for preparing the
financial statements for each financial period to give a true and fair
view of the state of affairs of the Company. In preparing the financial
statements for the year ended 31 December 2012, the Directors have
selected suitable accounting policies and applied them consistently,
made judgments and estimates that are prudent, fair and reasonable
and prepared the financial statements on a going concern basis.
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The statement of the external auditors of the Company regarding their
reporting responsibilities on the financial statement of the Company is
set out in the section “Independent Auditor’'s Report” of this annual
report.

External Auditor’'s Remuneration

The Company reviews the appointment of an external auditor on an
annual basis including a review of the audit scope and approval of the
audit fee. On 14 January 2013, BDO Limited resigned as auditor of the
Group and Baker Tilly Hong Kong Limited were appointed by the Board
to fill the casual vacancy so arising. The remuneration of BDO Limited
was HK$120,000 for the pre-audit fee 2012. The remuneration in
respect of audit and non-audit services (for the Acquisition and
resumption) for the year ended 31 December 2012 provided by Baker
Tilly Hong Kong Limited were HK$300,000 and HK$688,000
respectively.

Internal Control and Risk Management

The Board is responsible for the effectiveness of the Group's internal
control systems. The internal control system includes safeguard of the
interest of shareholders and the Group’s assets. It has been an
important duty of the Board to conduct a review of internal control to
ensure the effectiveness and adequacy of the system of the Group
annually or at any time necessary. The review covers all material
controls, including financial, operational and compliance controls, as
well as risk management functions.

During the year 2012 and up to the date of this report, as one of the
resumption conditions, the Company engaged an independent
professional adviser (the “Adviser”) to conduct an internal control
review on the Group (the "“IC Review"). As set out in the report
prepared by the Adviser in relation to the IC Review, based on the
Adviser's review of the internal control system of the Group and the
information and documents available to the Adviser, nothing came to
the Adviser’s attention that causes the Adviser to believe there were
any material deficiency in the internal control system of the Group, and
accordingly, the Adviser considers an adequate and effective internal
control system has been maintained by the Group. In accordance with
the report of the Review, the Board considered that the internal control
system of the Group is adequate for future operation. The Board will
continue to carry out regular review on the internal control system. The
Group will constantly improve and strengthen its corporate control
with reference to changes in the operating environment in order to
enhance its corporate governance and safeguard the interests of its
shareholders.
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CONTINUOUS PROFESSIONAL DEVELOPMENT
OF DIRECTORS

Every newly appointed director will receive formal, comprehensive and
tailored induction on the first occasion of his/her appointment to
ensure appropriate understanding of the business and operations of
the Company and full awareness of director’s responsibilities and
obligations under the GEM Listing Rules and relevant statutory
requirements. Directors are continually updated on developments in
the statutory and regulatory regime and the business environment to
facilitate the discharge of their responsibilities. Continuing briefing and
professional development for directors will be arranged at the
expenses of the Company where necessary. For the year 2012 and up
to date of this report, each of Mr. Lau Man Tak, Mr. Mo Wai Ming,
Lawrence, Mr. Chan Tik Yuen, Mr. Chan Wai Fat, Mr. Chi Chi Hung,
Kenneth and Mr. Chui Kwong Kau has participated in continuous
professional development by attending seminars and/or studying
materials relevant to director’'s duties and responsibility. Their training
records have been provided to the Company.

COMPANY SECRETARY

The Company Secretary, Ms. Wong Chi Yan, is responsible to the
Board for ensuring that the Board procedures are followed and the
Board activities are efficiently and effectively conducted. She is also
responsible for ensuring that the Board is fully appraised of the
relevant legislative, regulatory and corporate governance
developments relating to the Group and facilitating the induction and
professional development of directors. During the year under review,
Ms. Wong has attended relevant professional seminars to update his
skills and knowledge. She met the training requirement set out in Rule
5.15 of the GEM Listing Rules.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS AND RELEVANT

EMPLOYEES

During the year ended 31 December 2012, the Company had adopted
a code of conduct regarding securities transactions by directors on
terms no less exacting than the required standard of dealings set out
in rules 5.48 to 5.67 of the GEM Listing Rules and the code provision
A.6.4 of the CG Code. The Company also had made specific enquiry of
all Directors, and Relevant Employees (as defined in the CG Code) and
the Company was not aware of any non-compliance with the required
standard of dealings and its code of conduct regarding securities
transactions by directors.
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CORPORATE GOVERNANCE REPORT

TEERBRE

DIRECTORS’ AND OFFICERS’ LIABILITIES

The Company has arranged for appropriate insurance covering the
liabilities of the Directors that may arise out the corporate activities,
which has been complied with the CG Code. The insurance coverage
is reviewed on an annual basis.

RELATED PARTY TRANSACTIONS POLICY

During the year, the related party transactions, if any, are periodically
reviewed and approved by the Audit Committee.

INVESTOR RELATIONS AND COMMUNICATION
WITH SHAREHOLDERS

The Company uses two-way communication channels to account to
shareholders and investors for the performance of the Company. All
the shareholders have received not less than 20 clear business days'
notice of annual general meeting at which Directors are available to
answer questions on the business. Extensive information about the
Group's activities is provided in its annual report, interim report and
quarterly reports which are sent to shareholders and investors. The
Company’s announcements, press releases and publications are
published and are also available on the GEM website and on the
Company's website at www.aurumpacific.com.hk.

During the year ended 31 December 2012, there has not been any
change in the Company’s constitutional documents. A consolidated
version of the Company’s constitutional documents is available on the
Company's website and the GEM website.
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SHAREHOLDERS RIGHT

(i)

(iif)

(iii)

22

Convene an Extraordinary General Meeting

The Directors may, whenever they think fit, convene an
extraordinary general meeting of the Company (the
“Extraordinary General Meeting”). The Extraordinary General
Meeting shall also be convened on the requisition of one or more
shareholders holding, at the date of deposit of the requisition,
not less than one tenth of the paid up capital of the Company
having the right of voting at general meetings. Such requisition
shall be made in writing to the Directors or the Secretary for the
purpose of requiring an Extraordinary General Meeting to be
called by the Directors for the transaction of any business
specified in such requisition. Such meeting shall be held within
two months after the deposit of such requisition. If within
twenty-one (21) days of such deposit the Directors fail to proceed
to convene such meeting, the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure
of the Directors shall be reimbursed to the requisitionist(s) by the
Company.

Send Enquiries to the Board

Enquiries of shareholders can be sent to the Company either by
email at administrator@aurumpacific.com.hk or by post to the
Company’s Hong Kong head office at 22/F, Hua Fu Commercial
Building, 111 Queen’s Road West, Hong Kong. Shareholders can
also make enquiries with the Board directly at the general
meetings.

Make proposals at General Meetings

Procedures for putting forward proposals at a Shareholders’
meeting

Pursuant to the Articles (as amended from time to time), the
Shareholders who wish to move a resolution may by means of
requisition convene an extraordinary general meeting follow the
procedures as set out above.
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DIRECTORS AND SENIOR MANAGEMENT PROFILES

EENGREBEAEH/N

As at date of report, the Directors and senior management profiles are
set out as below:

EXECUTIVES DIRECTORS

Mr. Lau Man Tak (“Mr. Lau”), age 43, has been appointed as an
executive Director and the chairman of the Company with effect from
1 June 2012. Mr. Lau holds a bachelor degree in Accountancy from the
Hong Kong Polytechnic University. He has more than 15 years of
experience in corporate finance, accounting and auditing. He is a fellow
member of the Association of Chartered Certified Accountants in the
United Kingdom, an associate member of the Hong Kong Institute of
Certified Public Accountants, a member of the Hong Kong Securities
Institute and admitted as a fellow member of Hong Kong Institute of
Directors in August 2012. Mr. Lau is an independent non-executive
director of AMCO United Holdings Limited (stock code: 630), Climax
International Company Limited (stock code: 439), Kingston Financial
Group Limited (stock code: 1031), Kong Sun Holdings Limited (stock
code: 295) and Sincere Watch (Hong Kong) Limited (stock code: 444).
Mr. Lau was also an executive director and chief financial officer of
China Sandi Holdings Limited (formerly known as China Grand Forestry
Green Resources Group Limited) (stock code: 910) from April 2010 to
September 2012 and an executive director of Warderly International
Holdings Limited (stock code: 607) from December 2007 to January
2010. As disclosed in the announcement of Warderly International
Holdings Limited dated 6 May 2009, Warderly International Holdings
Limited is carrying out schemes of arrangement with the relevant
scheme creditors.
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EENGREBAEE/N

Mr. Mo Wai Ming, Lawrence (“Mr. Mo"”), aged 53, has been
appointed as an executive Director and the Chief Executive Officer
with effect from 31 December 2012. Mr. Mo founded his first
company CompuFont Limited in 1989 to develop Asian language
technologies for display and printing, which were later licensed by
Microsoft for use in its nascent Chinese version of Windows 3.0
product for personal computers. CompuFont Limited was in 1991
acquired by a Taiwan based software technology company, Dynalab
Inc. which was engaged in the development and sales of solutions on
local language computing for Chinese, Japanese and Korean (CJK) for
electronic and internet publishing, where Mr. Mo continued his service
as the managing director of Hong Kong branch of DynalLab Inc. and
various management roles until 1999 when he left to found KanHan
Technologies Limited, a wholly-owned subsidiary of the Company. Mr.
Mo is an expert in CJK language font technology for PC and
professional publishing market. Mr. Mo holds a degree in computer
science from the University of Toronto, Canada and has over 30 years
experience in technology development, selling and business startup in
the information technology industry and over 10 years experience in
the development and sales of solutions on local language computing
for Asian languages and for electronic and internet publishing. Mr. Mo
was an executive director of China Digital Licensing (Group) Limited
(stock code: 8175) resigned in January 2009.

NON-EXECUTIVE DIRECTOR

Mr. Chan Tik Yuen (“Mr. Chan”), aged 39, has been appointed as a
non-executive Director with effect from 26 February 2013. He is
currently the chief executive officer of a technology firm called Pulse
Mediatech Limited (“PMT") and is responsible for the overall strategy
planning, business and product development. Mr. Chan holds a
Bachelor’s degree of Science and Business Administration from the
University of North Carolina (Charlotte) in the United Stated. He has
extensive experience in the research and development of industrial
automation systems, online advertising and content distribution
solutions and has received numerous awards for his achievement.
Under his leadership, PMT was accredited and granted awards by both
local and international organizations namely 2011 Hong Kong ICT
Awards — Best Business Grand Award and Gold Award, the 2011 Asia
Pacific ICT Alliance Awards and the 2012 World Summit Awards —
mobile content. In 2008, Mr. Chan is also awarded the 12th Innovative
Entrepreneur Award in his own capacity. Mr. Chan is also a holder of
US Patents in the area of textile machinery.
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DIRECTORS AND SENIOR MANAGEMENT PROFILES

EENGREBEAEH/N

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chi Chi Hung, Kenneth (“Mr. Chi”), aged 44, was appointed as
an independent non-executive Director on 8 March 2010. Mr. Chi has
over 20 years of experience in accounting and financial control area.
He holds a Bachelor of Accountancy Degree from the Hong Kong
Polytechnic University and is a fellow member of Association of
Chartered Certified Accountants in the United Kingdom, an associate
member of the Hong Kong Institute of Certified Public Accountants, an
associate member of the Hong Kong Institute of Chartered Secretaries
and an associate member of the Institute of Chartered Secretaries and
Administrators in the United Kingdom. Mr. Chi is currently an executive
director of each of Hua Yi Copper Holdings Limited (stock code: 559),
China Sandi Holdings Limited (formerly known as China Grand Forestry
Green Resources Group Limited) (stock code: 910), M Dream Inworld
Limited (stock code: 8100) and Morning Star Resources Limited (stock
code: 542). He is also an independent non-executive director of each
of Hong Kong Life Sciences and Technologies Group Limited (formerly
known as ZMAY Holdings Limited) (stock code: 8085), Noble Century
Investment Holdings Limited (formerly known as Sam Woo Holdings
Limited) (stock code: 2322), China Natural Investment Company
Limited (stock code: 8250), Perfect Shape (PRC) Holdings Limited
(stock code: 1830) and L'sea Resources International Holdings Limited
(formerly known as Goodtop Tin International Holdings Limited) (stock
code: 195). He was an independent non-executive director of
Interchina Holdings Company Limited (stock code: 202) from October
2011 to August 2012.

Mr. Chan Wai Fat (“Mr. Chan”), aged 45, has been appointed as an
independent non-executive Director with effect from 14 July 2008. Mr.
Chan is currently a Senior Vice President of a securities house in Hong
Kong. Mr. Chan holds a bachelor degree of commerce from The
University of Western Australia and a master degree of business
administration from Deakin University, Australia. He has years of
experience in compliance, accounting and financial management in
securities industry and has worked for international accounting firms
and listed company in Hong Kong. He is a fellow of the Hong Kong
Institute of Certified Public Accountants and a Certified Practising
Accountant of CPA Australia.
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Mr. Chui Kwong Kau (“Mr. Chui”), aged 46, has been appointed as
an independent non-executive Director with effect from 17 March
2010. Mr. Chui has over 15 years’ experiences in accounting and
auditing fields, including over 10 years accounting and auditing
experience in other public listed companies. Mr. Chui is currently an
executive in other public listed companies. Mr. Chui is currently an
executive director of each of China Energy Development Holdings
Limited (stock code: 228) and Hong Kong Life Sciences and
Technologies Group Limited (formerly known as ZMAY Holdings
Limited) (stock code: 8085).

SENIOR MANAGEMENT

Ms. Wong Man Ting (“Ms. Wong”), aged 37, is the business
development director of KanHan Technologies Limited. With a
marketing background, she joined KanHan in May 2005 and the Group
upon the completion of the Acquisition and now has the overall
responsibility of the sales and marketing of KanHan’s products. Ms.
Wong has a bachelor degree in marketing from University of Science
and Technology, Hong Kong.

Mr. Tsoi Kwan La (“Mr. Tsoi”), aged 31, is the Manager, Technical
Department of the KanHan Technologies Limited. He graduated from
University of Melbourne, Bachelor of Computer Science. He joined
KanHan since December 2003 and the Group upon the completion of
the Acquisition having over 10 years' IT experience. He rose through
the ranks from junior programmer to head of the technical team
responsible for product development and service delivery.

Ms. Wong Chi Yan (“Ms. Wong”), aged 31, is the Company
Secretary of the Company. Ms. Wong holds a Bachelor of Business
Administration degree in Accounting from Hong Kong Baptist
University and is an associate member of the Hong Kong Institute of
Certified Public Accountants. She has extensive experiences in
auditing and accounting.
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REPORT OF THE DIRECTORS
EEEHRE

The Directors hereby present their annual report together with the
audited consolidated financial statements of the Group for the year
ended 31 December 2012.

RESUMPTION OF TRADING

Trading in the shares of the Company on the Stock Exchange has been
suspended from 22 March 2007 and has resumed trading on 28
February 2013.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of the principal subsidiaries are set out in note 17 to
the consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group's sales and purchases from
continuing and discontinued operations attributable to the major
customers and suppliers respectively during the financial year under
review is as follows:

The largest customer BREP

Five largest customers in aggregate ARBFEEE
The largest supplier A ER
Five largest suppliers in aggregate hAAREEREE

During the year ended 31 December 2012, none of the Directors, their
associates or any shareholder of the Company (who to the knowledge
of the Directors owns more than 5% of the Company's issued share
capital) had any interest in these major customers and suppliers.
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HE E23:
100%
100%
100%
100%

REBE_ZT——F+_A=+—RLFE &
B REZHBEARBEEMAREAARDE
TRRAE% A EZ A RAIREMEALEEFER
PR ER R g o

F#§2012 o RFHFEEEERAR 27



REPORT OF THE DIRECTORS
EEEHRS

CONSOLIDATED FINANCIAL STATEMENTS

The results of the Group and the state of the Group's and the
Company'’s affairs for the year ended 31 December 2012 are set out in
the consolidated financial statements on pages 38 to 119.

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

RESERVES

Details of the movements in the reserves of the Group during the year
are set out in the consolidated statement of changes in equity on the
consolidated financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2012, the Company did not have any reserves
available for distribution to equity holders of the Company.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group are set out in note 14 on the consolidated financial statements.

SHARE CAPITAL

As set out in note 28(b) on the consolidated financial statements, there
was no movement in the share capital of the Company during the
financial year.

DIRECTORS

The changes of Directors during the financial year and up to the date
of this report are as follow:

Executive Directors
Mr. Lau Man Tak (Chairman) (appointed on 1 June 2012)

Mr. Mo Wai Ming, Lawrence (Chief Executive Officer)
(appointed on 31 December 2012)

Mr. Cheung Yu Ping (resigned on 1 June 2012)

Mr. Lee Ah Sang (resigned on 31 December 2012)

Non-executive Director
Mr. Chan Tik Yuen (appointed on 26 February 2013)

Independent Non-executive Directors
Mr. Chan Wai Fat

Mr. Chi Chi Hung, Kenneth

Mr. Chui Kwong Kau
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REPORT OF THE DIRECTORS
EEEHRE

In accordance with Article 108 (A), one-third of the Directors shall retire
at each annual general meeting from office by rotation. Further,
according to Article 112, any director appointed by the Directors to fill
a casual vacancy in the Company under that article shall hold office
only until the next following annual general meeting and shall then be
eligible for re-election at the meeting.

Accordingly, in accordance with Article 112, Mr. Lau Man Tak, Mr. Mo
Wai Ming, Lawrence and Mr. Chan Tik Yuen shall retire from office at
the annual general meeting; whereas in accordance with Article
108(A), Mr. Chui Kwong Kau shall retire from office by rotation at the
annual general meeting. Being eligible, each of Mr. Lau Man Tak, Mr.
Mo Wai Ming, Lawrence, Mr. Chan Tik Yuen and Mr. Chui Kwong Kau
will offer himself for re-election.

Biographical details of the Directors and the senior management of the
Company are set in the section “Directors and Senior Management
Profiles” of this annual report.

DIRECTORS’ CONTRACTS

All of the Directors are subject to retirement by rotation and re-election
at annual general meeting of the Company in accordance with the
Articles and the GEM Listing Rules.

None of the existing Directors who has entered into any service
contract with the Company nor appointed for a fixed term for the year
ended 31 December 2012. The newly appointed non-executive
Director, Mr. Chan Tik Yuen and each of the INEDs has entered into a
service contract with the Company for a term of three years
commencing from 26 February 2013 and 1 March 2013 respectively,
unless terminated by not less than three months’ notice in writing
served by either party on the other.

No Director proposed for re-election at the forthcoming annual general
meeting has a service contract which is not determinable by the
Company or any of its subsidiaries within one year without payment of
compensation, other than normal statutory compensation.
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS IN SECURITIES OF THE COMPANY

As at 31 December 2012, the interests and short positions of the
Directors and the chief executive of the Company in the shares,
underlying shares or debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO")) (i) 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 (including interests or short positions which they
were taken or deemed to have under such provisions of the SFO); or (ii)
which were required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein; or (iii) which were required
to be notified to the Company and the Stock Exchange pursuant to
Rules 5.46 to 5.67 of the GEM Listing Rules, were as follows:

Long positions in the shares of the Company

Name of Director

BEEHS

Capacity
4

Mr. Lau Man Tak
B mk A&

Corporate interest (Note)

B (M)

Note: The interest in the shares of Mr. Lau Man Tak is held through Prime
Precision Holdings Limited (“Prime Precision”), a company incorporated
in the British Virgin Islands, in which the entire issued share capital is
beneficially and ultimately owned by Mr. Lau Man Tak. By virtue of the
SFO, Mr. Lau Man Tak is deemed to be interested in the shares held by
Prime Precision.

Upon completion of the share consolidation on 22 January 2013 and the
Open Offer on 27 February 2013, Mr. Lau Man Tak held 357,483,700
shares, representing 71.5% of the issued shares of the Company.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS IN SECURITIES OF THE

COMPANY

Substantial Shareholders

To the best knowledge of the Directors, as at 31 December 2012, the

following persons, other than the Directors or chief executive of the

Company, had an interest or short position in the Shares or underlying

Shares which would fall to be disclosed to the Company and the Stock

Exchange under the provisions of Divisions 2 and 3 of Part XV of the

SFO or who were expected to be directly or indirectly interested in 5%

or more of the nominal value of any class of share capital carrying

rights to vote in all circumstances at general meetings of any member

of the Group:

Name of substantial
shareholders

TERRMS BB

Prime Precision

Mr. Lau Man Tak
B Ek A

Simplex Technology Investment (Hong Kong)

Co. Limited (“Simplex”)

BRRBBRHMBEREARAB(RIR])

Shanghai Jiaoda Industrial Investment
Management (Group) Limited
("Jiaoda Industrial Group”)

EBRAREXREETRE(KE)BRAF

(IRREXEHE])

Shanghai Jiao Tong University
A

Capacity
514

Beneficial owner (Note 2)
EmEa A (Mit2)

Corporate interest (Note 2)
AR (Mt 2)

Beneficial owner (Note 3)

BalBAHE3)

Corporate interest (Note 3)

EEER (K 3)

Corporate interest (Note 3)
B (HE3)
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shares percentage of
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Notes:
1. The letter "L" denotes the entity's interests in the Shares.

2. The interest in the shares of Mr. Lau Man Tak is held through
Prime Precision, in which the entire issued share capital is
beneficially and ultimately owned by Mr. Lau Man Tak. By virtue
of the SFO, Mr. Lau Man Tak is deemed to be interested in the
shares held by Prime Precision.

Upon completion of the share consolidation on 22 January 2013
and the Open Offer on 27 February 2013, Mr. Lau Man Tak held
357,483,700 shares, representing 71.5% of the issued shares of
the Company.

3.  The interest in the shares is held through Simplex, the entire
issued share capital of which was beneficially owned by Jiaoda
Industrial Group. The registered capital of Jiaoda Industrial Group
was owned as to 96.735% by Shanghai Jiao Tong University and
3.265% by Shanghai Jiaoda Enterprise Management Centre (=
BRREEEEF L), an entity wholly owned by Shanghai Jiao
Tong University.

Upon completion of the share consolidation on 22 January 2013
and the Open Offer on 27 February 2013, Simplex held 8,448,181
shares, representing 1.7% of the issued shares of the Company.

Save as disclosed above, the Company has not been notified of other
interests or short positions of any other person (other than the
Directors and chief executives and the substantial shareholders of the
Company) in the Shares or underlying Shares of the Company as
recorded in the register required to be kept under section 336 of the
SFO as at 31 December 2012.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”) which
was adopted on 25 November 2003 whereby the Directors may at
their discretion invite any employees, directors, suppliers, customers,
advisers, consultants, joint venture partners, and any shareholders of
any members of the Group or any invested entities or any holders of
any securities issued by any member of the Group or any invested
entities, to take up options to subscribe for shares. The Scheme
became effective upon the listing of the Company’s shares on the
GEM of the Stock Exchange on 9 January 2004. Pursuant to the
Scheme, the Company had granted options at the exercise price of
HK$0.45 per share and HK$0.14 per share on 17 January 2005 and 10
October 2005 respectively, all the options granted had been lapsed in
the past years. As at 31 December 2012, the Company had no
outstanding options.
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DIRECTORS’ INTERESTS IN CONTRACTS

No contract of significance to which the Company, any of its
subsidiaries or fellow subsidiaries was a party, in which the Director
had a material interest, whether directly or indirectly, subsisted at the
end of the year or at any time during the year under review.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company's
Articles, or law of the Cayman Islands, which would oblige the
Company to offer new shares on a pro-rata basis to existing
shareholders.

LOANS FROM A SHAREHOLDER AND SHORT
TERM BORROWING

Particulars of loans from a shareholder and short term borrowing of the
Group as at 31 December 2012 are set out in note 24 and note 23 to
the consolidated financial statements respectively.

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the last five years is set out on page 120 of this annual report.

RETIREMENT SCHEMES

Particulars of the retirement schemes of the Group are set out in note
26 to the consolidated financial statements.

COMPETING INTERESTS

None of the Directors and management and shareholders of the
Company (within the meaning of the GEM Listing Rules) has an
interest in any business which competes or may compete with the
business in which the Group is engaged.

CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company has complied with the CG Code contained in Appendix
15 of the GEM Listing Rules throughout the year ended 31 December
2012 except for the deviations from code provisions A.2.1, A.4.1 and
E.1.2. Details of the CG Code adopted by the Company are set out in
the section “Corporate Governance Report” of this annual report. The
Company considers that sufficient measures have been taken to
ensure that the Company has good corporate governance practices.
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AUDIT COMMITTEE

The Company has established audit committee with written terms of
reference. The primary duties of the audit committee are to review, in
draft form, the Company’s annual report and accounts, half-year report,
quarterly report and to provide advice and comments thereon to the
Board. The audit committee is also responsible for reviewing and
supervising the financial reporting process and internal control of the
Group. The audit committee comprises three INEDs, namely Mr. Chi
Chi Hung, Kenneth, Mr. Chan Wai Fat and Mr. Chui Kwong Kau. Mr.
Chi Chi Hung, Kenneth is the chairman of the audit committee.

The audit committee has reviewed the accounting principles and
practices adopted by the Company and discussed with the Board the
internal controls and financial reporting matters, including a review of
the annual report for the year ended 31 December 2012.

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of its INEDs a written
confirmation of his independence pursuant to Rule 5.09 of the GEM
Listing Rules. Based on such confirmation, the Board considers all of
the INEDs are independent.

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

Neither the Company, nor any of its subsidiaries purchased, sold or
redeemed any of the Company's listed securities during the year
ended 31 December 2012.

SUFFICIENCY OF PUBLIC FLOAT

As at the date of this report, the Company has complied with the
public float requirement under Rule 11.23 of the GEM Listing Rules.

CONNECTED TRANSACTIONS

Related party transactions entered by the Group for the year ended 31
December 2012, which do not constitute connected transactions in
accordance with the requirements of the GEM Listing Rules, are
disclosed in note 34 to the consolidated financial statements.
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AUDITOR

Baker Tilly Hong Kong Limited were first appointed as auditors of the
Company for the year ended 31 December 2012 upon the resignation
of BDO Limited.

Baker Tilly Hong Kong Limited retire and, being eligible, offer
themselves for re-appointment. A resolution for the re-appointment of
Baker Tilly Hong Kong Limited as auditors of the Company is to be
proposed at the forthcoming annual general meeting.

EVENTS AFTER END OF REPORTING PERIOD

Details of the events after end of reporting period are set out in note
23, 28(b)(ii), 28(b)(iii), 30 and 35 to the financial statements.

On behalf of the Board

Lau Man Tak
Chairman

20 March 2013
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INDEPENDENT AUDITOR’S REPORT
BYZBMKRES

=

BAKER TILLY

HONG KONG LIMITED
E S p]

R v gt i =5 5 B A7 B

2nd Floor, 625 King’s Road, North Point, Hong Kong

s AL M B 25 B2 M
INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
AURUM PACIFIC (CHINA) GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Aurum
Pacific (China) Group Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 38 to 119, which comprise
the consolidated and company statements of financial position as at 31
December 2012, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended and a
summary of significant accounting policies and other explanatory
information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

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

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.
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INDEPENDENT AUDITOR'S REPORT
B AR ES

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

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

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2012 and of the Group’s loss and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

EMPHASIS OF MATTER

Without qualifying our opinion, we draw attention to note 2(c) to the
consolidated financial statements, which reports that these
consolidated financial statements have been prepared on the basis of
accounting principles applicable to a going concern. The ability of the
Group to continue as a going concern is dependent upon attaining
future profitable operations and the continuation of the financial
support by its ultimate holding company. We consider that the
appropriate disclosures have been made in the consolidated financial
statements, and our opinion is not qualified in this respect.

Baker Tilly Hong Kong Limited
Certified Public Accountants
Hong Kong, 20 March 2013

Fok Wai Ming
Practising certificate number P03902

B P RAITIEFAERERBY BRRAESE
REBEEHNEEE - MEENRFEURNZ
MR HI B - BFERTE N RS R M B AR
EMBERRFEERBRBAA AR  EFHZ%
SRR - ZHENE BEZ A BRERA TSR
RIAMEHE B AT 8 R ERAERE R AR - A
REEEOEFZR 0 BB WAL IEH QB A ERE
HIHBRERRER - B TEEFEESMK
SRR BB REH ST ATNAEN
AR HEAR A M RAN BRI HmIT A -

BPEE - RAIFESHENREETRNEES
AR MNERS B R RHER

=R
BRRR  GEVBRRERBET BT BREE

AEEATFHRE BERAK BEER=Z
—ZHF+-A=t+—HZEBKIUE HEE
REZZALFEZEARBESRE  WERE
ERARMENIZ BERTEZ AR -

BEXMEHE

EREFHREBERZARET  RMZEF BT
TR MBRERMT 20 - BPIARERE
BRI CRIBER G BRI ELEELER
2o BERBREOHERELEIRNERRZ
RERTHEANE BERELERATNSE
MBXF - HAIRBA  EREAMBRRELE
ERE UHHIERBEER -

ABEBETEBRERAR
HESE AT
"B —ZT—=F=F-+H

EEZH
HEEEEZRE - P03902

FH0012 « BETEEESEAT 37



CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

mEZHEWER

For the year ended 31 December 2012 #;

22T~

(Expressed in Hong Kong dollars)  (LAETTHIIR)

“HEF+ZA=F+—HIEFE

2012 2011
—E——fF —E——fF
Notes HK$'000 HK$'000
HfaE F#&T FHET
Continuing operations HEREER
Turnover EER 4 97 274
Cost of sales FHE A (70) (101)
Gross profit EF 27 173
Other revenue and net income H A das IR FEE 6 1,127 74
Administrative expenses TR (6,484) (3,176)
Loss from operations KRR (5,330) (2,929)
Finance costs Bl & B AN 7(a) (515) (629)
Loss before taxation bR RIES 1R 7 (5,845) (3,558)
Income tax FrisHt 8 = -
Loss for the year from continuing EHEKEET
operations FEEE (5,845) (3,558)
Discontinued operation DRIEEEER
Profit for the year from discontinued B4R | R TS
operation F [ i A 9 - 456
Loss and total comprehensive loss &2 F#EHE AEMN
for the year attributable to BEREZEEE
owners of the Company g 10 (5,845) (3,102)
HK cents HK cents
AL AL
(Restated)
€ ==x71))
Loss per share SREER
From continuing and discontinued FENMEKRIE
operations KRR T
— Basic and diluted — EARREEE 13 (5.85) (3.10)
From continuing operations FIERCE TS
— Basic and diluted — EARREE 13 (5.85) (3.56)
From discontinued operation B4R | TS
— Basic and diluted — EARREE 13 — 0.46

The notes on pages 45 to 119 form part of the consolidated financial

statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

= A R
RE BRI BT
At 31 December 2012 R-ZT——F+=-A=+—H
(Expressed in Hong Kong dollars) — (JABTTHIR)

2012 2011
—E—_F —EF——14F
Notes HK$'000 HK$'000
KtaF FET FHET
Non-current assets FREEE
Property, plant and equipment mE - BE L& 14 243 92
Intangible assets EILEE 15 4,778 -
Goodwill [EES 16 20,236 -
Deferred tax assets FEEFIBE 25 1,402 -
26,659 92
Current assets REEE
Inventories FE 18 69 70
Trade and other receivables JFEE L5 AR 5 R L FE LUK 19 5,862 495
Cash and cash equivalents R4 LRSEEY 20 1,869 4,860
7,800 5,425
Current liabilities REBEE
Trade and other payables FEATBR BN E A B A 5K 21 4,514 2,761
Financial assistance from government BT84 B iE B 22 322 -
Deferred income FEIEUTA 1,756 -
Short term borrowing HEEE 23 6,554 6,163
Consideration payable for FENEREHARE
business combination 30 14,841 -
27,987 8,924
Net current liabilities FEBEEFEE (20,187) (3,499)
Total assets less current liabilities EEAERRBESE 6,472 (3,407)
Non-current liabilities FRBAE
Financial assistance from government BT BT BUE B) 22 669 -
Loans from a shareholder —ZBREZER 24 4,640 1,146
Deferred tax liabilities EERIEEE 25 497 -
Consideration payable for EREKEHRE
business combination 30 8,989 -
14,795 1,146
NET LIABILITIES S EFE (8,323) (4,553)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e PRIR R R

At 31 December 2012 R-ZT——F+=-A=+—H
(Expressed in Hong Kong dollars)  (LAETTHIIIR)

2012 2011
—E—CfF 2%
Notes HK$°000 HK$'000
Hiat FET FAT
Capital and reserves EARRFEE

Share capital N 28(b) 2,000 2,000
Reserves Gl (10,323) (6,553)

TOTAL DEFICIT ATTRIBUTABLE AATEE AEAE
TO OWNERS OF THE COMPANY EAasE (8,323) (4,553)

Approved and authorised for issue by the board of directors on 20 ZEEER_ZT—=F= A+ Bt RRETE
March 2013

Lau Man Tak Mo Wai Ming, Lawrence
Bl & LAZH
Director Director
= EF

The notes on pages 45 to 119 form part of the consolidated financial 245 % 119 MK GE ARG A MRz 2 AR
statements. 5 o
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STATEMENT OF FINANCIAL POSITION

BARSAR T R &

At 31 December 2012 HW_ZT——_F+_HA=+—H

(Expressed in Hong Kong dollars)

(LAETTHIR)

2012 2011
—E——fF —E=——fF
Notes HK$'000 HK$'000
KtaF FET FHET
Non-current assets FRBEE
Investments in subsidiaries REB AR Z#ExS 17 - -
Current assets REEE
Trade and other receivables J7E Uit B 20 K% L Ath e Lz 2R 19 6,208 4,767
Cash and cash equivalents BeMREEEYD 20 1,077 -
7,285 4,767
Current liabilities FBAE
Trade and other payables e A BR TR N E b PR~ 3R 21 4,060 1,437
Short term borrowing HEHEE 23 6,554 6,163
10,614 7,600
Net current liabilities FBEEFEE (3,329) (2,833)
Total assets less current liabilities EEABERARBERS (3,329) (2,833)
Non-current liabilities kRBEE
Loans from a shareholder —ZBREZER 24 4,640 1,146
NET LIABILITIES a8EFE (7,969) (3,979)
Capital and reserves EXRGEE 28(a)
Share capital A% A 28(b) 2,000 2,000
Reserves 1 (9,969) (5,979)
TOTAL DEFICIT At 4a g (7,969) (3,979)

Approved and authorised for issue by the board of directors on 20 March

2013

Lau Man Tak

g

Director

EE

The notes on pages 45 to 119 form part of the consolidated financial

statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2012 #HE—ZT——F+-_A=+—HIFE
(Expressed in Hong Kong dollars)  (LAETTHIIR)

Attributable to owners of the Company

ARREEAELL
Share Share Capital Capital Accumulated
capital premium reserve surplus losses Total
B2 RRE ERRB EXRH AitE#E Bt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TR FET TR FET TR

(note 28(c)(i)) (note 28(c)(ii)) (note 28(c)liii)
(Ht&E28(c)i) (Biat28(c)in) (K 28(c)ii))

Balance at 1 January R-Z——%—H—H

2011 ok =32 2,000 30,224 1,569 15,090 (50,334) (1,451)
Loss and total BELRFERAE

comprehensive loss EiBeE

for the year - - - - (3,102) (3,102)

Balance at 31 December R=Z——F
2011 and 1 January +ZA=+-BRK

2012 —Z--"%-H—-H
it 2,000 30,224 1,569 15,090 (53,436) (4,553)
Loss and total BELEREERAE
comprehensive loss BB
for the year - - - - (5,845) (5,845)

Capital contribution by —ZREZREEH
a shareholder in the TE
form of interest-free
loans - - 466 - - 466

Waiver of amount due to  BAGERN —ZRE
a shareholder (note 21) 3B (Kf21) - - - 445 - 445

Waiver of loans from a BoO—LZREZ

shareholder (note 24) B (H1F24) - - - 1,164 - 1,164
Balance at 31 RZE-Z%+ZA
December 2012 =t+—-Hz&H% 2,000 30,224 2,035 16,699 (59,281) (8,323)

The notes on pages 45 to 119 form part of the consolidated financial 545 % 119 BT AARLR A MRk 2 25K 56

Parad
7 e

N

statements.
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CONSOLIDATED CASH FLOW STATEMENT
mEEHERER

For the year ended 31 December 2012 HZE—T——F+_-A=+—HItFE
(Expressed in Hong Kong dollars)  (LAETTHIIR)

2012 2011
—E——fF —E=——fF
Notes HK$°000 HK$'000
Wizt FET FHAT
Operating activities TR
(Loss)/profit before taxation: MR (B18), &
— From continuing operations — BEREER (5,845) (3,5658)
— From discontinued operation — DRIEREER = 571
Adjustments for: MR
— Bank interest income — RITFBEWA 6 (2) (16)
— Depreciation — e 7(c) 77 106
— Impairment of other receivables — HAbEUFRIE 7(c) = 78
— Finance costs — BB A 7(a) 515 629
— Gain on disposal of a subsidiary — HE—RWE R AW 9 - (500)
— Waiver of amount due to a related ~ — ZAEN —REEA R 2 A
company 6 (1,125) -
— Write-off of property, — WMEME - BB LR
plant and equipment 7(c) 4 -
Operating loss before working EELESBBHHI2LEER
capital changes (6,376) (2,690)
Decrease in inventories FERD 70 31
(Increase)/decrease in trade and JFE LA BR 30 B E b B KR
other receivables (g hn) (754) 2,841
Increase/(decrease) in trade and FEATBR B R EoAth FE S 3R
other payables g, CRid) 2,870 (3,864)
Net cash used in operating activities & TBFMARS T (4,190) (3,682)
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CONSOLIDATED CASH FLOW STATEMENT

,w_\éiﬁ,ﬁﬁii

For the year ended 31 December 2012 &
(LABTTHIR)

(Expressed in Hong Kong dollars)

EoE——HF+-_A=+—HItFE

2012 2011
—E——fF —E=——fF
Notes HK$'000 HK$'000
Hiat FET FHET
Investing activities REEE
Interest received BUF] B 2 16
Net cash outflow from acquisition of WEEHMB AR 2R S
subsidiaries iasDE 2= 30 (3,803) -
Net cash inflow from disposal of HeE—FRMBARZ
a subsidiary REmAFE 31 = 5,301
Net cash (used in)/generated from REES (FTA), e
investing activities HEFE (3,801) 5,317
Financing activities A EE
New loans from a shareholder KE—ZREHER 5,000 -
Net cash generated from financing BEEZE BN S S
activities 5,000 -
Net (decrease)/increase in cash ReNBESEEY
and cash equivalents (R4, /B (2,991) 1,635
Cash and cash equivalents R—B—BZzE&K
at 1 January ReEEY 4,860 3,225
Cash and cash equivalents RTZA=+—HAzHRE
at 31 December BESZEY 20 1,869 4,860

The notes on pages 45 to 119 form part of the consolidated financial

statements.
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS
e BHRRME

(Expressed in Hong Kong dollars)  (LAFBTTIIR)

COMPANY INFORMATION

Aurum Pacific (China) Group Limited (the “Company”) is an
exempted company with limited liability incorporated in the
Cayman lIslands. Its shares are listed on the Growth Enterprise
Market (“GEM") of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange"”). The Company has its registered office
at Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman,
KY1-1111, the Cayman Islands, and its principal place of business
at 22/F, Hua Fu Commercial Building, 111 Queen’s Road West,
Hong Kong.

The Company acts as an investment holding company. The
principal activities of its subsidiaries (together with the Company
collectively referred to as the “Group”) are set out in note 17.

The consolidated financial statements are presented in thousand
of units of Hong Kong dollars (“HK$'000"”) unless otherwise
stated. Hong Kong dollars (“HK$") is the Company's functional
and the Group's presentation currency.

At 31 December 2012, the directors consider the immediate
parent and ultimate controlling party of the Company to be Prime
Precision Holdings Limited, which is incorporated in the British
Virgin Islands.

AEER
BiEFEEEERAR([ARAAE]) AR
EREFMKRT ZEREBRAR - HRR
NEBBHERHGMERAE ([HAFT])
BIFEMR ([BIZR]) £ o ANAELZ
% & 2 M i & Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman,
KY1-1111, the Cayman Islands * Z"A &2
BREERTBEEEMBBCREERR
REFEIREEHERNE 22 ©

RRBBEEER AR - HE AR (GEF
RRABGBAEIANER]) 2 EEZE£BKEHN
BEE17 »

BREERN GAMBERERATELRE
H-BTA/ARAZYEEERAEEZ

SHEH -

BER2A RNZE——F+-_A=+—81"
AABZEETRR REKESH ARE
B BE 2 B & 5T fit B 32 2 Prime Precision
Holdings Limited
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NOTESTOTHE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

(Expressed in Hong Kong dollars)

(ABTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES

46

(a)

(b)

Statement of compliance

The consolidated financial statements have been prepared
in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs"), which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
("HKASs") and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"),
accounting principles generally accepted in Hong Kong and
the disclosure requirements of the Hong Kong Companies
Ordinance. The consolidated financial statements also
comply with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on the GEM of
the Stock Exchange (the “GEM Listing Rules”). A summary
of the significant accounting policies adopted by the Group
is set out below.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for the
current accounting period of the Group and the Company.
Note 3 provides information on any changes in accounting
policies resulting from initial application of these
developments to the extent that they are relevant to the
Group for the current and prior accounting periods reflected
in these consolidated financial statements.

Basis of preparation of the consolidated
financial statements

The consolidated financial statements for year ended 31
December 2012 comprise the Company and its
subsidiaries.

The measurement basis used in the preparation of the
consolidated financial statements is the historical cost
basis.

Aurum Pacific (China) Group Limited ¢ Annual Report 2012
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS
e BHRRME

(Expressed in Hong Kong dollars)

(ABTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(b) Basis of preparation of the consolidated

(c)

financial statements (Continued)

The preparation of the consolidated financial statements in
conformity with HKFRSs requires management to make
judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets,
liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience
and various other factors that are believed to be reasonable
under the circumstances, the results of which form the
basis of making the judgements about carrying values of
assets and liabilities that are not readily apparent from other
sources. 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.

Judgements made by management in the application of
HKFRSs that have significant effect on the consolidated
financial statements and major sources of estimation
uncertainty are discussed in note 37.

Going concern

The Group incurred a loss of HK$5,845,000 for the year
ended 31 December 2012, and at the end of reporting
period, the Group recorded net current liabilities of
HK$20,187,000 and net liabilities of HK$8,323,000.

In view of these circumstances, the directors of the
Company have given careful consideration to the future
liquidity and performance of the Group in assessing
whether the Group will have sufficient financial resources
to continue as a going concern.

In the opinion of the directors of the Company, the Group
should be able to continue as a going concern in the
coming year after taking into consideration of (i) obtaining a
revolving loan facility from its ultimate controlling party to
the extent of HK$40,000,000; and (ii) raising gross proceeds
of approximately HK$60,000,000 through an open offer as
set out in note 28(b)(iii).

2

BEAREFEE(E)

(b)

(c)

RERBHRRZRRELE(E)

RETEB BV BMELN NS Y
B*  BTEEEEELHE - A
RS - Mt F A - AEt RRae
FTESTHERNRA  UREE &
B WARMSHE2RDE - HEH
At RAEREBRRIABELR LR RE
BERABATBAEENZEEMEERS
it BRBRERAMEECEM
KRS MM EE R B BEREERF
HHERES RO - BIRAERATEEA B
REZEbET -

EET RAARREFERS Wt
BEHERTREFEELBRETNE
AR - RIERHERHER T S E RS
RIRMER  BRETHERRRARE
MRS ARE - AleaFhBREE
7] B BRI R o

EREHAEBY B ELEARTE
iR E Mg mMERBERNZE 2 -
AR EETTABEZNEERR - &
M3 NI o

FERERR
HE_ZT——F+-A=t+—H &
£ E B = 4 518 5,845,00078 7T B A
WER  AEBESGRBEETFE
20,187,000 7T & & & F %
8,323,000/ 7T °

ERUILEBR  ARAREZEHIEE
BAKERR®RZRBEDMNRKR
NHEA KRB BT RWM B ERGE

AABEEEZEEIATER: (AR
RIERAADMEBERHNE B X
40,000,000 7T ¢ K (i)i#E @ M 5
28(b)ii) Tt K N FIEE & - EBE S
FiT 15 3Kk 18 42 %8 960,000,000 7 T
RETEBPRRFE A FELE -
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NOTESTOTHE CONSOLIDATED FINANCIAL STATEMENTS

e ISR M

(Expressed in Hong Kong dollars)  (LAFBTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(c) Going concern (Continued)

Based on the aforesaid, the directors of the Company are
satisfied that the Group will have sufficient working capital
to meet in full its financial obligations as they fall due for
the foreseeable future and be able to continue to operate
with no significant financial difficulties. Accordingly, the
consolidated financial statements have been prepared on a

going concern basis.

(d) Subsidiaries

Subsidiaries are entities controlled by the Group. Control
exists when the Group 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 presently are exercisable are taken into

account.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group
balances and transactions and any unrealised profits arising
from intra-group transactions are eliminated in full in
preparing the consolidated financial statements. Unrealised
losses resulting from intra-group transactions are eliminated
in the same way as unrealised gains but only to the extent

that there is no evidence of impairment.

When the Group loses control of a subsidiary,
accounted for as a disposal of the entire equity interests in
that subsidiary, with a resulting gain or loss being
recognised in the statement of comprehensive income.
Any equity interests retained in that former subsidiary at
the date when control is lost is recognised at fair value and
this amount is regarded as the fair value on initial
recognition of a financial asset or, when appropriate, the
cost on initial recognition of an investment in an associate

or jointly controlled entity.

In the Company's statement of financial position,
investments in subsidiaries are stated at cost less

impairment losses (see note 2(j)(ii)).
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS

e MR

(Expressed in Hong Kong dollars)  (LAFBTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(e) Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by
the Group to former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the
acquiree. Acquisition-related costs are recognised in profit

or loss as incurred.

At the acquisition date, the acquiree’s identifiable assets,
liabilities and contingent liabilities that meet the conditions
for recognition under HKFRS 3 (Revised 2008), Business
combinations, are recognised at their fair values, except

that:

— deferred tax assets or liabilities and liabilities or assets
related to employee benefit arrangements are
recognised and measured in accordance with HKAS
12, Income taxes, and HKAS 19, Employee benefits,

respectively;

— liabilities or equity instruments related to the
replacement by the Group of an acquiree’s share-
based payment awards are measured in accordance

with HKFRS 2, Share-based payment; and

— assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5, Non-current
assets held for sale and discontinued operations, are

measured in accordance with that standard.
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NOTESTOTHE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

(Expressed in Hong Kong dollars)

(ABTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

50

(e)

Business combinations (Continued)

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over
the net of the acquisition-date amounts of the identifiable
assets acquired and the liabilities assumed. If, after
assessment, the Group’s interest in the fair value of the
acquiree’s identifiable net assets exceeds the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair value of the acquirer’s
previously held interest in the acquiree (if any), the excess
is recognised immediately in profit or loss as a bargain
purchase gain.

Non-controlling interests may be initially measured either at
fair value or at the non-controlling interests’ proportionate
share of the fair value of the acquiree’s identifiable net
assets. The choice of measurement basis is made on a
transaction-by-transaction basis.

Where the consideration the Group transfers in a business
combination includes assets or liabilities resulting from a
contingent consideration arrangement, the contingent
consideration is measured at its acquisition-date fair value
and considered as part of the consideration transferred in a
business combination. Changes in the fair value of the
contingent consideration that qualify as measurement
period adjustments are adjusted retrospectively, with the
corresponding adjustments being made against goodwill or
gain on bargain purchase. Measurement period
adjustments are adjustments that arise from additional
information obtained during the measurement period about
facts and circumstances that existed as of the acquisition
date. Measurement period does not exceed one year from
the acquisition date.
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS

e MR

(Expressed in Hong Kong dollars)  (LAFBTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(e) Business combinations (Continued)

The subsequent accounting for changes in the fair value of
the contingent consideration that do not qualify as
measurement period adjustments depends on how the
contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured
at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent
consideration that is classified as an asset or a liability is
remeasured at subsequent reporting dates in accordance
with HKAS 39, or HKAS 37, Provisions, contingent liabilities
and contingent assets, as appropriate, with the
corresponding gain or loss being recognised in profit or

loss.

Where a business combination is achieved in stages, the
Group’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.e. the
date when the Group obtains control) and the resulting gain

or loss, if any, is recognised in profit or loss.

Changes in the value of the previously held equity interest
recognised in other comprehensive income and
accumulated in equity before the acquisition date are
reclassified to profit or loss when the Group obtains control

over the acquiree.

(f) Goodwill

Goodwill represents the excess of

() the aggregate of the fair value of the consideration
transferred, the amount of any non-controlling interest
in the acquiree and the fair value of the Group's
previously held equity interest in the acquiree; over

(i) the net fair value of the acquiree’s identifiable assets
and liabilities measured as at the acquisition date.
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NOTESTOTHE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

(Expressed in Hong Kong dollars)

(ABTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

52

(f)

(9)

Goodwill (Continued)

When (i) is greater than (i), then this excess is recognised
immediately in profit or loss as a gain on a bargain
purchase.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill arising on a business combination is
allocated to each cash-generating unit, or groups of cash
generating units, that is expected to benefit from the
synergies of the combination and is tested annually for
impairment (see note 2(j)(ii)).

On disposal of a cash generating unit during the year, any
attributable amount of purchased goodwill is included in the
calculation of the profit or loss on disposal.

Property, plant and equipment

ltems of property, plant and equipment are stated at cost
less accumulated depreciation and impairment losses (see
note 2(j)(ii).

Depreciation is calculated to write off the cost of items of
property, plant and equipment, less their estimated residual
value, if any, using the straight line method over their
estimated useful lives as follows:

Leasehold improvements 3 years
Furniture and fixtures 3to b years
Computers and other equipment 3to b years

The estimated useful lives and depreciation method are
reviewed at the end of each reporting period, with the
effect of any changes in estimate amounted for on a
prospective basis.
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS
e BHRRME

(Expressed in Hong Kong dollars)

(ABTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(9)

(h)

Property, plant and equipment (Continued)

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Gains or losses arising from the retirement or disposal of
an item of property, plant and equipment are determined as
the difference between the net disposal proceeds and the
carrying amount of the item and are recognised in the
statement of comprehensive income.

Intangible assets (other than goodwill)
All research costs are charged to the statement of
comprehensive income as incurred.

Expenditure incurred in relation to a specific project is
capitalised and deferred only when the Group can
demonstrate the technical feasibility of completing the
intangible asset so that it will be available for use or sale,
its intention to complete and its ability to use or sale the
asset, how the asset will generate future economic
benefits, the availability of resources to complete the
project and the ability to measure reliably the expenditure
during the development. Project development expenditure
which does not meet these criteria is expensed when
incurred.

Other intangible assets that are acquired by the Group are
stated at cost less accumulated amortisation (where the
estimated useful life is finite) and impairment losses (see
note 2(j)(ii)). Expenditure on internally generated goodwill
and brands is recognised as an expense in the period in
which it is incurred.
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NOTESTOTHE CONSOLIDATED FINANCIAL STATEMENTS
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(Expressed in Hong Kong dollars)

(ABTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)
(h) Intangible assets (other than goodwill)

54

(i)

(Continued)

Amortisation of intangible assets with finite useful lives is
charged to profit or loss on a straight-line basis over the
estimated useful lives, commencing from the date when
they are available for use and their useful lives are as
follows:

Capitalised development costs 3 years

Technical know-how 5 years

Both the period and method of amortisation are reviewed
annually.

Intangible assets, including programming codes, are not
amortised while their useful lives are assessed to be
indefinite. Any conclusion that the useful life of an
intangible asset is indefinite is reviewed annually to
determine whether events and circumstances continue to
support the indefinite useful life assessment for that asset.
If they do not, the change in useful life assessment from
indefinite to definite is accounted for prospectively from
the date of change and in accordance with the policy for
amortisation of intangible assets with finite lives as set out
above.

Operating lease charges

Leases which do not transfer substantially all the risks and
rewards of ownership to the Group are classified as
operating leases.

Where the Group has the use of assets held under
operating leases, payments made under the leases are
charged to profit or loss in equal instalments over the
accounting periods covered by the lease term, except
where an alternative basis is more representative of the
pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in profit or loss as
an integral part of the aggregate net lease payments made.
Contingent rentals are charged to profit or loss in the
accounting period in which they are incurred.
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS

e MR

(Expressed in Hong Kong dollars)  (LAFBTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES

(Continued)
(j) Impairment of assets

(i) Impairment of investments in equity securities and

other receivables

Investments in equity securities and other current and
non-current receivables that are stated at cost are
reviewed at the end of each reporting period to
determine whether there is objective evidence of
impairment. Objective evidence of impairment
includes observable data that comes to the attention
of the Group about one or more of the following loss

events:

— significant financial difficulty of the debtor;

— a breach of contract, such as a default or
delinquency in interest or principal payments;

— it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation;

— significant changes in the technological, market,
economic or legal environment that have an

adverse effect on the debtor; and

— a significant or prolonged decline in the fair
value of an investment in an equity instrument

below its cost.

If any such evidence exists, any impairment loss is

determined and recognised as follows:

—  For investments in subsidiaries (see note 2(d)),
the impairment loss is measured by comparing
the recoverable amount of the investment with
its carrying amount in accordance with note 2(j)
(ii). The impairment loss is reversed if there has
been a favourable change in the estimates used
to determine the recoverable amount in

accordance with note 2(j)(ii).
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2 SIGNIFICANT ACCOUNTING POLICIES

56

(Continued)
(j) Impairment of assets (Continued)

(i) Impairment of investments in equity securities and

other receivables (Continued)

— For trade and other current receivables, the

impairment loss is measured as the difference
between the asset’'s carrying amount and the
present value of estimated future cash flows,
discounted at the financial asset’s original
effective interest rate (i.e. the effective interest
rate computed at initial recognition of these
assets), where the effect of discounting is
material. This assessment is made collectively
where these financial assets share similar risk
characteristics, such as similar past due status,
and have not been individually assessed as
impaired. Future cash flows for financial assets
which are assessed for impairment collectively
are based on historical loss experience for
assets with credit risk characteristics similar to
the collective group.

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised, the
impairment loss is reversed through profit or
loss. A reversal of an impairment loss shall not
result in the asset’s carrying amount exceeding
that which would have been determined had no
impairment loss been recognised in prior years.
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS
e BHRRME

(Expressed in Hong Kong dollars)

(ABTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Impairment of assets (Continued)

(i)

(i)

(ii)

Impairment of investments in equity securities and
other receivables (Continued)

Impairment losses are written off against the
corresponding assets directly, except for impairment
losses recognised in respect of trade and other
receivables, whose recovery is considered doubtful
but not remote. In this case, the impairment losses
for doubtful debts are recorded using an allowance
account. When the Group is satisfied that recovery is
remote, the amount considered irrecoverable is
written off against trade and other receivables directly
and any amounts held in the allowance account
relating to that debt are reversed. Subsequent
recoveries of amounts previously charged to the
allowance account are reversed against the allowance
account. Other changes in the allowance account and
subsequent recoveries of amounts previously written
off directly are recognised in profit or loss.

Impairment of other assets

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that the following assets may be
impaired or, except in the case of goodwill, an
impairment loss previously recognised no longer
exists or may have decreased:

—  property, plant and equipment;

— intangible assets; and

—  goodwill.

If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for goodwill, the

recoverable amount is estimated annually whether or
not there is any indication of impairment.
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2 SIGNIFICANT ACCOUNTING POLICIES

58

(Continued)

(i)

Impairment of assets (Continued)

(ii)

Impairment of other assets (Continued)

Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its 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
time value of money and the risks specific to
the asset. Where an asset does not generate
cash inflows largely independent of those from
other assets, the recoverable amount is
determined for the smallest group of assets that
generates cash inflows independently (i.e. a
cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or
loss if the carrying amount of an asset, or the
cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment
losses recognised in respect of cash-generating
units are allocated first to reduce the carrying
amount of any goodwill allocated to the cash-
generating unit (or group of units) and then, to
reduce the carrying amount of the other assets
in the unit (or group of units) on a pro rata basis,
except that the carrying value of an asset will
not be reduced below its individual fair value
less costs to sell, or value in use, if
determinable.
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS
e BHRRME

(Expressed in Hong Kong dollars)

(ABTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

(k)

Impairment of assets (Continued)
(ii)  Impairment of other assets (Continued)
— Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the recoverable amount. An
impairment loss in respect of goodwill is not
reversed.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of
impairment losses are credited to profit or loss
in the year in which the reversals are
recognised.

Inventories
Inventories, which represent merchandises for resale, are
stated at the lower of cost and net realisable value.

Cost is calculated using the first-in-first-out formula and
comprises all costs of purchase, costs of conversion and
other costs incurred in bringing the inventories to their
present location and condition.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the
sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of
any write-down of inventories to net realisable value and all
losses of inventories are recognised as an expense in the
period the write-down or loss occurs. The amount of any
reversal of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised as an
expense in the period in which the reversal occurs.
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2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

60

(N

(m)

(n)

(o)

Trade and other receivables

Trade and other receivables are initially recognised at fair
value and thereafter stated at amortised cost using the
effective interest method, less allowance for impairment of
doubtful debts (see note 2(j)(i)),
receivables are interest-free loans made to related parties

except where the

without any fixed repayment terms or the effect of
discounting would be immaterial. In such cases, the
receivables are stated at cost less allowance for impairment
of doubtful debts.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair
value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at
amortised cost with any difference between the amount
initially recognised and redemption value being recognised
in profit or loss over the period of the borrowings, together
with any interest and fees payable, using the effective
interest method.

Trade and other payables

Trade and other payables are initially recognised at fair
value. Except for financial guarantee liabilities measured in
accordance with note 2(t), trade and other payables are
subsequently stated at amortised cost unless the effect of
discounting would be immaterial, in which case they are
stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on
hand that are readily convertible into known amounts of
cash and which are subject to an insignificant risk of
changes in value, having been within three months of
maturity at acquisition.
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS
e BHRRME

(Expressed in Hong Kong dollars)

(ABTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p)

(a)

(r)

Financial assistance from government

The Innovation and Technology Fund (“ITF") of the Hong
Kong Special Administrative Region government has
provided financial assistance to the Group to assist in a
specific product development. The funding is unsecured,
interest-free and repayable to ITF when revenue is
generated from the specific product. The amount repaid, if
any, will be in stages and calculated with reference to the
revenue generated and received.

Deferred income

Deferred income represents contractual billings/amount
due in excess of recognised revenue resulting from
services yet to be rendered or in respect of the unexpired
terms of the relevant contracts/arrangements, or for which
the applicable revenue recognition criteria are not yet
satisfied. Revenue is recognised and deferred income is
released to the statement of comprehensive income when
the relevant services are rendered or on a time proportion
basis over the terms of the relevant contracts/
arrangements, or when the applicable revenue recognition
criteria are satisfied.

Employee benefits

(i) Short term employee benefits and contributions to
defined contribution retirement plans
Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement plans
and the cost of non-monetary benefits are accrued in
the year in which the associated services are
rendered by employees. Where payment or
settlement is deferred and the effect would be
material, these amounts are stated at their present
values.
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2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Employee benefits (Continued)

62

(r)

(ii)

Share-based payments

The fair value of share options granted to employees
is recognised as an employee cost with a
corresponding increase in share-based payment
reserve within equity. The fair value is measured at
grant date using the Black Scholes model, taking into
account the terms and conditions upon which the
options were granted. Where the employees have to
meet vesting conditions before becoming
unconditionally entitled to the options, the total
estimated fair value of the options is spread over the
vesting period, taking into account the probability that
the options will vest.

During the vesting period, the number of share
options that is expected to vest is reviewed. Any
resulting adjustment to the cumulative fair value
recognised in prior years is charged/credited to the
profit or loss for the year of the review, unless the
original employee expenses qualify for recognition as
an asset, with a corresponding adjustment to the
share-based payment reserve. On vesting date, the
amount recognised as an expense is adjusted to
reflect the actual number of options that vest (with a
corresponding adjustment to the share-based
payment reserve) except where forfeiture is only due
to not achieving vesting conditions that relate to the
market price of the Company’s shares. The equity
amount is recognised in the share-based payment
reserve until either the option is exercised (when it is
transferred to the share premium account) or the
option expires (when it is released directly to
accumulated losses).
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS
e BHRRME

(Expressed in Hong Kong dollars)

(ABTTIIR)

2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s)

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities are
recognised in profit or loss except to the extent that they
relate to items recognised in other comprehensive income
or directly in equity, in which case the relevant amounts of
tax are recognised in other comprehensive income or
directly in equity, respectively.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the end of the reporting period,
and any adjustment to tax payable in respect of previous
years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax
bases. Deferred tax assets also arise from unused tax
losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised, are recognised. Future
taxable profits that may support the recognition of deferred
tax assets arising from deductible temporary differences
include those that will arise from the reversal of existing
taxable temporary differences, provided those differences
relate to the same taxation authority and the same taxable
entity, and are expected to reverse either in the same
period as the expected reversal of the deductible temporary
difference or in periods into which a tax loss arising from
the deferred tax asset can be carried back or forward. The
same criteria are adopted when determining whether
existing taxable temporary differences support the
recognition of deferred tax assets arising from unused tax
losses and credits, that is, those differences are taken into
account if they relate to the same taxation authority and the
same taxable entity, and are expected to reverse in a
period, or periods, in which the tax loss or credit can be
utilised.
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2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

64

(s)

Income tax (Continued)

The limited exceptions to recognition of deferred tax assets
and liabilities are those temporary differences arising from
goodwill not deductible for tax purposes, the initial
recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part of
a business combination), and temporary differences relating
to investments in subsidiaries to the extent that, in the
case of taxable differences, the Group controls the timing
of the reversal and it is probable that the differences will
not reverse in the foreseeable future, or in the case of
deductible differences, unless it is probable that they will
reverse in the future.

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the end of the reporting
period. Deferred tax assets and liabilities are not
discounted.

The carrying amount of a deferred tax asset is reviewed at
the end of each reporting period and is reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the extent that it
becomes probable that sufficient taxable profits will be
available.

Additional income taxes that arise from the distribution of
dividends are recognised when the liability to pay the
related dividends is recognised.
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2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s)

Income tax (Continued)

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset
against current tax liabilities, and deferred tax assets
against deferred tax liabilities, if the Company or the Group
has the legally enforceable right to set off current tax
assets against current tax liabilities and the following
additional conditions are met:

— in the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the liability
simultaneously; or

— in the case of deferred tax assets and liabilities, if
they relate to income taxes levied by the same
taxation authority on either:

— the same taxable entity; or

— different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be
settled or recovered, intend to realise the
current tax assets and settle the current tax
liabilities on a net basis or realise and settle
simultaneously.
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66

(Continued)

(t)

(u)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group or the Company has a legal or
constructive obligation arising as a result of a past event,
and it is probable that an outflow of economic benefits will
be required to settle the obligation and a reliable estimate
can be made. Where the time value of money is material,
provisions are stated at the present value of the
expenditure expected to settle the obligation.

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

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Provided it is probable that the
economic benefits will flow to the Group and the revenue
and costs, if applicable, can be measured reliably, revenue
is recognised in profit or loss as follows:

(i)  Sales of goods

Revenue from the sales of goods is recognised when
goods are delivered at the customers’ premises
which is taken to be the point in time when the
customer has accepted the goods and the related
risks and rewards of ownership. Revenue excludes
value added tax or other sales taxes and is after
deduction of any trade discounts.
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2 SIGNIFICANT ACCOUNTING POLICIES

(Continued)
(u) Revenue recognition (Continued)

(v)

(ii) Custom-made solutions

When the outcome of a customer-made solution
contract can be estimated reliably, revenue from a
fixed price contract is recognised using the
percentage of completion method, measured by
reference to the percentage of contract costs incurred
to date to estimated total contract costs for the
contract. When the outcome of a customer-made
solution contract cannot be estimated reliably,
revenue is recognised only to the extent it is probable
that contract costs incurred will be recoverable.

(iii)  Service income
Service income is recognised when services are
provided.

(iv) Interest income
Interest income is recognised as it accrues using the
effective interest method.

Translation of foreign currencies

Foreign currency transactions during the year are translated
at the foreign exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated in
foreign currencies are translated at the foreign exchange
rates ruling at the end of the reporting period. Exchange
gains and losses are recognised in profit or loss. Non-
monetary assets and liabilities that are measured in terms
of historical cost in a foreign currency are translated using
the foreign exchange rates ruling at the transactions dates.

The results of foreign operations are translated into Hong
Kong dollars at the exchange rates approximating the
foreign exchange rates ruling at the dates of the
transactions. Statement of financial position items are
translated into Hong Kong dollars at the closing foreign
exchange rates ruling at the end of the reporting period.
The resulting exchange differences are recognised in other
comprehensive income and accumulated separately in
equity in the exchange reserve.
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2 SIGNIFICANT ACCOUNTING POLICIES
(Continued)

68

(v)

(w)

(x)

Translation of foreign currencies (Continued)
On disposal of a foreign operation, the cumulative amount
of the exchange differences relating to that foreign
operation is reclassified from equity to profit or loss when
the profit or loss on disposal is recognised.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset which
necessarily takes a substantive period of time to get ready
for its intended use or sale are capitalised as part of the
cost of that asset. Other borrowing costs are expensed in
the period in which they are incurred.

Discontinued operations

A discontinued operation is a component of the Group's
business, the operations and cash flows of which can be
clearly distinguished from the rest of the Group and which
represents a separate major line of business or
geographical area of operations, or is part of a single
coordinated plan to dispose of a separate major line of
business or geographical area of operations, or is a
subsidiary acquired exclusively with a view to resale.

Classification as a discontinued operation occurs upon
disposal or when the operation meets the criteria to be
classified as held for sale, if earlier. It also occurs if the
operation is abandoned.

Where an operation is classified as discontinued, a single
amount is presented on the face of the income statement,
which comprises:

— the post-tax profit or loss of the discontinued
operation; and

— the post-tax gain or loss recognised on the
measurement to fair value less costs to sell, or on the
disposal, of the assets or disposal group(s)

constituting the discontinued operation.
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2 SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(y) Related parties

(i)

(ii)

A person, or a close member of that person’s family,

is related to the Group if that person:

(1)

(2)

3)

has control or joint control over the Group;

has significant influence over the Group; or

is a member of the key management personnel
of the Group or the Group's parent.

An entity is related to the Group if any of the following

conditions applies:

(1)

The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

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

Both entities are joint ventures of the same
third party.

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

The entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group.
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2 SIGNIFICANT ACCOUNTING POLICIES

70

(Continued)

(y)

()

Related parties (Continued)
(i) An entity is related to the Group if any of the following
conditions applies: (Continued)

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

(7) A person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity).

Close members of the family of a person are those
family members who may be expected to influence,
or be influenced by, that person in their dealings with
the entity.

Segment reporting

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

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

In the current year, the Group has adopted all the new and
revised HKFRSs that are relevant to its operations and effective
for accounting periods beginning on or after 1 January 2012. The
adoption of these new and revised HKFRSs did not result in
substantial changes to the Group's accounting policies and
amounts reported for the current year and prior years.

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period (see
note 38). Consequently, there have been no significant changes
to the accounting policies applied in these consolidated financial
statements for the years presented as a result of these
developments.

TURNOVER

Turnover represents the revenue from provision of custom-made
solutions and technical support services (continuing operations)
and sale of goods after allowances for goods returned
(discontinued operation). The amount of each significant category
of revenue recognised in turnover during the year is as follows:

NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS
e BHRRME

(Expressed in Hong Kong dollars)  (LAFBTTIIR)

EREEE

RAFE AEBCRAMBEEERES
IR _—E——F—A-BRZRE&MAMKZ
SRR AR #A] MR ERT BB M B R
FEA WAL FIF] MEET BB
BEEAHAKREZ G BREAFER
BEFEMBREBL EEAEE -

REE Y EERARE /TS & IR H R ER
M ERI R (RMESS) - At 22
2 ZEFEEAMBRRMER 2 &5
BRI B A IR E A -

S
BETRIRIR M AT RARIR T B BT S AR
1 (S B ETE) R R R 2
PR (BRI H ) 2 3% o F -
REEBRRZSBENERN KRG EN
™

2012 2011
—E——fF ZE——f
HK$'000 HK$'000
FERT FH&T
Continuing operations BESEXER
Provision of custom-made solutions IRHETRABRS R 97 121
Service income BRAEULA = 153
97 274
Discontinued operation (note 9) BRIEREER (H:F9)
Trading of computer equipment and B E BN E R
accessories - 6,745
97 7,019
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72

(ABTTIIR)

SEGMENT REPORTING

The Group determines its operating segments based on the
reports reviewed by the chief operating decision-maker that are
used to make strategic decisions.

The Group has three (2011: two) reportable segments. The
segments are managed separately as each business offers
different products and services and requires different business
strategies. No operating segments identified by the chief
operating decision-maker have been aggregated in arriving at the
reportable segments of the Group. The following summary
describes the operations in each of the Group's reportable
segments:

Continuing operations

—  Custom-made solutions — developing and implementing
custom-made solutions which are specifically designed and
developed for the specific needs and requirements of a
particular customer and providing technical support
services.

— Communications service platform — developing and
marketing of patented server based technology and the
provision of communications service platform and software
related services.

Discontinued operation
— Computer equipment and accessories — trading of
computerised smart sockets and related accessories.

Communications service platform was new to the Group during
the year due to the acquisition of KanHan Technologies Limited
("KanHan") and its subsidiary (together, “KanHan Group”).

Corporate revenue and expenses are not allocated to the
operating segments as they are not included in the measure of
the segments’ result that is used by the chief operating decision-
maker for assessment of segment performance.
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5 SEGMENT REPORTING (Continued) 5 S¥®mEE
Discontinued operation (Continued) BRIEREER (&)
(a) Business segment (a) ¥HBHHE
Continuing operations Discontinued operation
FEREEY BRLEEER
Communications Computer equipment
Custom-made solutions service platform and accessories Total
HE) Y ES BRRBETA ERREREY @t

2012 20M 2012 201 2012 2011 2012 2011

“E--% —“Z——% ZE-"f -“T——F ZB--f —T-——fF ZB--fF —FT——F

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

THET TR TET TR TR FET THERT TER

Revenue from RAIRRE

external customers 2z 97 274 = - = 6,745 97 7,019
Reportable segment  AJ3REH4E

profit/(loss) #H/(B18) 1,070 617) = - = 758 1,070 141

Depreciation e 70 94 - - - - 70 94

Income tax PR - - - - - 115 - 115
Reportable segment  AJRE D4

assets BE 489 694 11,291 - - - 11,780 694
Reportable segment  AJ{E D4R

liabilities BE - (1,324) (3,697) - - - (3,697) (1,324)
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5 SEGMENT REPORTING (Continued) 5 SERE(E
Discontinued operation (Continued) BRIEREEK (F)
(b) Reconciliation of reportable segment revenue, profit or (b) FHESE N - 185  BERE
loss, assets and liabilities (=313
2012 2011
—E-—fF —E——fF
HK$°000 HK$'000
TR FHET
Revenue Wz
Revenue segment revenue and DEEW G RARA ST
consolidated turnover 97 7,019
Profit before taxation and BRELE B AR L R AT
discontinued operation bl
Reportable segment profit BEESGE v 1,070 141
Segment profit from discontinued BRI ERE 2 D EHE
operation (note 9) (K17%9) - (758)
Unallocated corporate income and AOMBFEWA R
expenses (6,915) (2,941)

Consolidated loss before taxation from B H IR IR B A

continuing operations REEE (5,845) (3,558)
Assets BE
Reportable segment assets from SELEEB 2 WmE

continuing operations DEEE 11,780 694
Unallocated corporate assets AP EEE 22,679 4,823
Consolidated total assets LAEBERAE 34,459 5,617
Liabilities =L
Reportable segment liabilities from RBEQEEG 2 0 HRE

continuing operations nEaE (3,697) (1,324)
Unallocated corporate liabilities RAOMEEEE (39,085) (8,746)
Consolidated total liabilities SLAEBERRE (42,782) (10,070)
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5 SEGMENT REPORTING (Continued)
Discontinued operation (Continued)

(b)

(c)

Reconciliation of reportable segment revenue, profit or
loss, assets and liabilities (Continued)

The unallocated corporate income and expenses mainly
include staff costs and legal and professional fees of head
office and the unallocated corporate assets and liabilities
mainly include prepayments, cash and cash equivalents,
short term borrowings, consideration payable for business
combination and loans from a shareholder respectively.

Geographical information and major customers

The following table sets out information about the
geographical location of (i) the Group’s revenue from
external customers and (i) the Group’s property, plant and
equipment, intangible assets and goodwill (“specified non-
current assets”). The geographical location of the specified
non-current assets is based on the physical location of the
assets, in case of property, plant and equipment, and the
location of the operation to which they are allocated, in
case of intangible assets and goodwvill.

Revenue from

5

DEHE (E
ERIEEEER (F)

(b)

(c)

& H W - Bt - BERE
B (E)

ADBEERALRXETERREET
KARBRERZZENBEXER -
MADEEEEERBBRAIDHIEE
BRENMTE ReLReEFEY -
RBER  ZHEHENRERKE
—RBRER

WEEHRETEEF

TREFEB () AEEREINAEP
ZWARMAEERZME - #ER
& BEEREER(HEEER
BE]D MR ZEMN - HEFRY
BEMAEMBEZEEBERMELE
(A% - s R EmE) URE
B (AEBVEERBEMS)

gl e

Specified non-current

external customers assets

REMREF z WG EEFRBEE
2012 2011 2012 2011
—B——F —T——F =B —T——F
HK$'000 HK$'000 HK$'000 HK$'000
FET FH&T THERT FET
Hong Kong B 97 7,019 25,237 92
Mainland China R B A 4, - - 20 -
97 7,019 25,257 92
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5 SEGMENT REPORTING (Continued) 5 SERE(E
Discontinued operation (Continued) EBRIEREER (EF)
(c) Geographical information and major customers (c) WMEEKRFTFEEF (&)
(Continued)
For the custom-made solutions business, revenue from the BMATRBRTREBMS - KEAE
Group's largest customer amounted to HK$97,000 (2011: BHAREP Wz A97,000 (=
HK$153,000), being 100% (2011: 56%) of the Group's total T——4 :153,00087T) - EAEE
revenue from this segment. MADEEZ BI100% (ZF ——
F :56%) °
For the computer equipment and accessories business, KB BEEELEEEGESM
revenue from the Group's largest customer amounted to 5 REAEBEEREFPZHEAT
HKS$NIl (2011: HK$6,745,000), being nil (2011: 100%) of the B m( = F — — 4 :6,745,000%
Group's total revenue from this segment. 7T BB AEERB LD EAK
w(ZE——F :100%) °
6 OTHER REVENUE AND NET INCOME 6 HimhaERkKFFE
2012 2011
=EB—-F —Z—F
HK$'000 HK$'000
FERT FHET
Bank interest income RITHFEHA 2 16
Foreign exchange gain, net SN W F R = 58
Waiver of amount due to a related HNe RN —XEEARFIA
company (note 21) (KtiE21) 1,125 -
1,127 74
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7 LOSS BEFORE TAXATION 7 PBREBATEE
Loss before taxation is arrived at after charging/(crediting): BEAIERE NG GEA) T &8 -
(a) Finance costs: (a) BERA :
2012 2011
—E——fF —E——fF
HK$'000 HK$'000
FERT FAT
Continuing operations RS
Interest expense on financial liabilities W I AP EFAEBZE
not at fair value through profit or loss SRAENERAX
— Interest on short term borrowing — RHERFE 391 561
— Imputed interest on interest-free ——EBREREERZ
loans from a shareholder fHEF S 124 68
515 629
(b) Staff costs (including directors’ remuneration (b) EIRAK(BEESMHE) (K
(note 11)): F11))
2012 2011
—E-—=F —E——%F
HK$'000 HK$'000
FERT FAET
Continuing operations HESEEK
Salaries, wages and other benefits Fre TEREMET 859 1,334
Contributions to defined contribution RREEHFRET BN
retirement plan 14 12
873 1,346
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7 LOSS BEFORE TAXATION (Continued) 7 BRBIAIEBEE)
(c) Other items: (c) HAmEA :
2012 2011
=EB—-F —Z—F
HK$°000 HK$'000
FERT FHET
Continuing operations HESEEK
Auditor's remuneration ZEEB &
— Provision for the year — REEREE 452 400
— (Over)/under-provision in respect — LB (BERE),/
of prior year BB R (3) 20
Acquisition-related costs for EBA G 2 WERRBA A
business combination 1,918 -
Depreciation e 77 106
Impairment of other receivables H W SORE - 78
Operating lease charges: R R HE
minimum lease payments =R LFRIE
— property rentals — EHRS 216 216
Professional fees for resumption MEEE SN2 HEEBR
of trading 1,835 -
Write-off of property, plant and MEEE - BE RRE
equipment 4 -
Discontinued operation BRIEEEEK
Auditor’s remuneration IZ BT BN & = 50
8 INCOME TAX 8 P
(a)  No provision for Hong Kong Profits Tax has been made as (@) HMAREEETREHELEEB IR
the Group companies comprising continuing operations did AR FREBETRBHNEBFEH
not have any estimated assessable profit subject to Hong ZAEETRERTUA N - SO B R
Kong Profits Tax during the year (2011: HK$Nil). MEBR(ZE——F : THT) °
Pursuant to the rules and regulations of the Cayman Islands BEFRESHEREBRELZESNAEA
and the British Virgin Islands, the Group is not subject to NFEH - RNEBBASNT (I IEEE R
any income tax in the respective tax jurisdictions. SERERBEVFTISH ©
Taxation for a subsidiary incorporated in the PRC is charged FFR BT MMl B Sz BY Bt A R 1B BIlR
at the appropriate current rate of taxation ruling in the PRC. REIRFEE 2B H o
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8

(ABTTIIR)

INCOME TAX (Continued)

8 FrEWi (&

(b)  Reconciliation between tax expense and accounting loss at b) MEMTESTEEREAKRETY
applicable tax rates: R
2012 2011
—E——fF —T——F
HK$°000 HK$'000
THET FHT
Loss before taxation from BEREER ZBRBLA
continuing operations &8 (5,845) (3,558)
Notional tax credit on loss before BRI AIEBENRERRERS
taxation, calculated at Hong Kong TR EEENEMRE
Profits Tax rate of 16.5% (2011: 16.5%) 16.5% (ZZE——%F : 16.5%) (964) (587)
Tax effect of non-deductible expenses AR 2T E 788 316
Tax effect of non-taxable income BARMBAZHBZE (176) (202)
Tax effect on unused tax losses not M AERREBRISEEZ
recognised Mg 352 456
Others Hit = 17

PROFIT FOR THE YEAR FROM
DISCONTINUED OPERATION

On 31 March 2011, the Company entered into a sale agreement
with an independent third party to dispose of its entire equity
interest in Max Honour International Limited (“Max Honour”), a
wholly owned subsidiary, which was engaged in trading of
computer equipment and accessories. The disposal was
completed on 24 June 2011, the date on which control of Max
Honour passed to the acquirer.

ERILEEERBZFERF

WoE——FZA=+—8 AQFEH—
EBUE=FECHERBULERLRE
MERREEEREERAR([EB]) 22
HARKE  SENEEMNIBEREHESE
e xBHEDR —T——F A -+
B SR 2EFEERZBER T
R o
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80

PROFIT FOR THE YEAR FROM 9 CORIEREERIFEERHNE
DISCONTINUED OPERATION (Continued)
Profit and cash flows for the period from 1 January 2011 to the ERIEEEEBEN _E——F—A—HZE
date of disposal from the discontinued operation were as follows: HERABIFREZZF MRS RENT ¢
2011
=%
HK$'000
FAT
Turnover X 6,745
Cost of sales SHE A (5,666)
Gross profit EF 1,079
Selling and distribution expenses HERDHEMAXT (270)
Administrative expenses TE X (51)
Profit before taxation B B B 5 A 758
Income tax FriSt (115)
Profit after taxation R 18 T 643
Gain on disposal of a subsidiary (note 31) S B AR 2 e (AaF31) 500
Cost of disposal HH AR (687)
Profit for the year from discontinued operation and [RESIRCEEEYNENINCIE FEWN
attributable to owners of the Company JREAS B S i A 456
Cash flows from discontinued operation: ERIEREEB2RERE -
Operating activities K TES) (519)
Investing activities ®EEH -
Financing activities hEEE) 110
Net cash outflows RemL FE (409)

The carrying amounts of the assets and liabilities of Max Honour

at the date of disposal are disclosed in note 31.
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10 LOSS ATTRIBUTABLE TO OWNERS OF THE 10 X FRRELER
COMPANY

Loss attributable to owners of the Company includes a loss of AR A AFE(REE B —18 6,065,000
HK$6,065,000 (2011: profit of HK$2,223,000) which has been BILZEE(ZE——F : )57 2,223,000
dealt with in the financial statements of the Company. BIL) ERARRZ W HEIREFEIE -
11 DIRECTORS’ REMUNERATION 11 EXEME
Directors’ remuneration disclosed pursuant to the GEM Listing BIEBIER ETHRREREBQREDE
Rules and section 161 of the Hong Kong Companies Ordinance 161 IEEBE 2 EEHEIT -
is as follows:
For the year ended 31 December 2012 BE-_Z——_H+-A=+—-HLEE
Salaries,
allowances Retirement
Directors’  and benefits scheme
fees in kind contributions Total
=11 BIRETE
ExHe REMAZ H® st
HK$'000 HK$'000 HK$'000 HK$'000
THET TER FTER TERT
Executive directors YITES
Lau Man Tak (note 1) BIXE (M) = - - -
Mo Wai Ming, Lawrence &R (ff7E2)

(note 2) - = = =
Cheung Yu Ping (note 3) KFF (K75 3) = - - -
Lee Ah Sang (note 4) FHAE(HaE4) - - - -

Independent non-executive BIUEHITES
directors
Chan Wai Fat FRIEE 120 = = 120
Chi Chi Hung, Kenneth FEE 90 - - 90
Chui Kwong Kau By 90 - - 90
300 - - 300
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11 DIRECTORS’ REMUNERATION (Continued) 11 EEME(E
For the year ended 31 December 2011 HE - Z—F+_-_A=1+—"HBIFE
Salaries,
allowances Retirement
Directors’ and benefits scheme
fees inkind  contributions Total
e R BREHE
£k REDME= e faEr
HK$'000 HK$'000 HK$'000 HK$'000
FHBL T FAL FAIL
Executive directors HITES
Cheung Yu Ping (note 3) KFFE(H7E3) - - - -
Lee Ah Sang (note 4) FhE(FF4) - - - -
Independent BUFHTES
non-executive directors
Chan Wai Fat e 2 3% 120 - - 120
Chi Chi Hung, Kenneth B 60 - - 60
Chui Kwong Kau EYIR 60 - - 60
240 - - 240
Notes: Btet -
1. Appointed on 1 June 2012 1. RZE—Z—F A A—BEZE
2. Appointed on 31 December 2012 2. RZE——F+-A=+—HEZ#E
3. Resigned on 1 June 2012 3. RZZE—ZFRA—HEHE
4. Resigned on 31 December 2012 4. RZZE—ZF+ZR=+—HEHE
No emoluments were paid to the Company’s directors as an AEF(ZE—F : TEx) ARFY
inducement to join or upon joining the Group or as compensation EREEINEANE  ERBEREN
for loss of office for the year (2011: HK$Nil). AREB S MAREEE 2 ZES HIER
BEERAE(E -
The directors had not waived any emoluments during the year FRA-EETEREENMHES(ZZ——
(2011: HKS$NIl). F:TEIT) o
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12 INDIVIDUALS WITH HIGHEST EMOLUMENTS 12 Sa#HFM AL
Of the five individuals with the highest emoluments, four (2011: AEBEREGZRTMALTES  OR(ZF
two) are directors whose emoluments are disclosed in note 11. —F WA RES - HBSFBERME

The aggregate of the emoluments in respect of the remaining 1MHEE BT —BEIAL(ZE——F -

one (2011: three) individuals are as follows: =R)ZMleBrEmT
2012 2011
—E——fF —=——%F
HK$'000 HK$'000
FET FET
Salaries and other emoluments He REMBS 559 1,094
Retirement scheme contributions RIKET I 14 12
573 1,106

BT —RB(ZE——F: =R) RS FHHE
BEREALTZMENFIATHE :

The emoluments of the remaining one (2011: three) individuals
with the highest emoluments are within the following band:

2012 2011

—E——fF ZE——fF

No. of No. of

employees employees

EBEAY EEANE

HK$Nil-HK$1,000,000 TP I02 1,000,000 770 1 3
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13 LOSS PER SHARE

(a)

Basic loss per share

(i)

(ii)

(iii)

From continuing and discontinued operations

The calculation is based on the loss for the year
attributable to owners of the Company of
HK$5,845,000 (2011: HK$3,102,000) and the number
of ordinary shares of 100,000,000 (2011 (restated):
100,000,000) in issue during the year.

From continuing operations

The calculation is based on loss for the year from
continuing operations attributable to owners of the
Company of HK$5,845,000 (2011: HK$3,558,000) and
the number of ordinary shares of 100,000,000 (2011
(restated): 100,000,000) in issue during the year.

From discontinued operation

The calculation is based on profit for the year from
discontinued operation attributable to owners of the
Company of HK$Nil (2011: HK$456,000) and the
number of ordinary shares of 100,000,000 (2011
(restated): 100,000,000) in issue during the year.

The number of ordinary shares for 2012 and 2011 above
has been adjusted for the share consolidation which was
completed on 22 January 2013 (see note 28(b)(ii)).

(b) Diluted loss per share

The diluted loss per share for the years ended 31
December 2012 and 2011 is the same as the basic loss per
share as there were no potentially dilutive ordinary shares

in issue.
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13 BREE

(a)

(b)

BREXREE

(i) REFERSAHRIULEERE
REEGREREBIBIIEZAR
A B A JE (L &5 185,845,000
B (=ZF——%F 13,102,000
7 7T) K4 A100,000,000 i &,
BOERER(ZZE——F(&
1) + 100,000,000 % ) = £ B
ETE -

(i) HREFFELEER
GREARBEIIZARARES
ANEEREBEREEB2FES
85,845,000 ;L ( = & — —
£ : 3,658,000 7t ) & F A
100,000,000 % B, 2 17 & i X
(ZZ ——F(&F ):
100,000,000 f%) 2 #EETE o

(iii) HKEERILAEEER
BREARBEFTDEARREE
ANEEBRIEREEBZFE
BT TL(ZT——F:
456,000 7T ) K F A
100,000,000 % E 8 17 & i@ I%
(ZZ ——F(&J):
100,000,000 f%) 2 #HE &1 E o

T —ERCE TR
BEROBEEER =T —=F— A
ZTZHERA RO E (R
28(b)(ii)) VEH FAE -

BREEEER
HRABEEMETHEE TSR
R B#2_F——FR-_ZF——F
TZRE=T—HIEFENGREEE
BEGREKREBEIEZIER -
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14 PROPERTY, PLANT AND EQUIPMENT

14 Y% - BENRE

Furniture Computers
Leasehold and and other
improvements fixtures equipment Total
HENE ERR
£ BARRE Hftz s @t
HK$'000 HK$'000 HK$'000 HK$'000
FEL FHL FHL TEL
The Group PN |
Cost B
At 1 January 2011, RZE——F—f—1"
31 December 2011 and —T——%+Zf
1 January 2012 =+—HARZE——F
—A—H - 3 329 332
Additions through business FREBAARE
combination (note 30) (Mi230) 23 55 154 232
Write-off Gz - (3) (21) (24)
At 31 December 2012 R-E——F
+-A=+—H 23 55 462 540
Accumulated depreciation ZEHE
At 1 January 2011 R-Z——&—H—H - 2 132 134
Charge for the year AEEHE - 1 105 106
At 31 December 2011 and RZE——F
1 January 2012 +-A=+—-Bk
—F-=5-f-A - 3 237 240
Charge for the year AEEWE - - 77 77
Eliminated on write-off 6] - (3) (17) (20)
At 31 December 2012 WZE—ZF
+-A=+-8 - - 297 297
Carrying amount REE
At 31 December 2012 R-E——F
+-A=+—H 23 55 165 243
At 31 December 2011 RZE——F
+-A=+—-H - - 92 92
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15 INTANGIBLE ASSETS 15 BFEEE
Development Technical Programming
costs know-how codes Total
BRMEA Bt A BARS @t
HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT TET FiET
The Group AEE
Cost and carrying amount BARREE
Additions through business FBREBAHAE
combination (note 30) and (Hz£30) %
at 31 December 2012 WZE—ZF
+—A=+—H 1,767 1,023 1,988 4,778
The development costs represent expenditure incurred for BREKAEEREFOHESTEA Y H
developing electronic software products that has been Y BB YCRIESITEE (SR
recognised in accordance with the accounting policy set out in 2(n)) FEZ o
note 2(h).
Programming codes are not amortized while their useful lives are RREERTE - mEEHFEHTG
assessed to be indefinite. The directors of the Company BT ARREERARERAEBE T
considered that programming codes are being perpetually MEHMRERNAEERE FEHESR
updated and applied in developing the Group's electronic WL ERFEREHRAETET - ZEE
software products; and therefore assessed the programming AENERBERRS RS ETRERM -
codes to be indefinite in their useful lives. The carrying amount
of these intangible assets are subject to impairment review at
the end of the reporting period.
16 GOODWILL 16 BHE
HK$'000
FAT
The Group KEH
Cost and carrying amount RARIREE
Arising on acquisition during the year (note 30) REFAUEE (FiE30) RN _F— 4
and at 31 December 2012 +=-—A=+—H 20,236
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16 GOODWILL (Continued)

17

Impairment test for cash-generating units
containing goodwill

Goodwill is allocated to the Group’s cash-generating units
(“CGUs") identified according to country of operation and
operating segment as follows:

mE(E)
REMECRTEL BN ZRE
A
BESREARERBCEFEAR RS
EDEHBI RS EL RN (REEES
f2)) - #EWT -

2012 2011
—B-—fF —E——fF
HK$°000 HK$'000
FERT FAT
Communications service platform BARB A
— Hong Kong — &% 20,236 -

The recoverable amount of the CGUs is determined based on
value-in-use calculations. These calculations use cash flow
projections based on financial budgets approved by management
covering a five-year period. Cash flows beyond the five-year
period are extrapolated using an estimated weighted average
growth rate of 3.0% which is consistent with the forecast
included in industry reports. The growth rates used do not
exceed the long-term average growth rates for the business in
which the CGUs operate. The cash flows are discounted using a
discount rate of 20.1%. The discount rate used is pre-tax and
reflects specific risks relating to the communications service
platform segment.

The directors have reviewed the carrying amount of goodwill in
accordance with HKAS 36. Based on the assessment result, the
directors are of the opinion that there are no indications that the
carrying value of the goodwill may be impaired.

INVESTMENTS IN SUBSIDIARIES

ReEEBMzAIRESEREREEZ
STHET  ZSAENREBEEEEMAY
WBEE  FRAREAFTFHMNNRESRE
TBRET - AFHRMBELTENERME
IHEF B R R3.0% HH - BITERSAH
oA FIEAZIERETHBE
SEEBMCEEF 2 RIATIHIERE -
WEMETIE201% 2R EH - Fr{E
B2 B E AT - I =R EBNRE
FanlEBlzBEaRE

EFOREFAGHENLREHEE
ZEREE- REFHEER EFRR - ¥

REBARZRE

2012 2011
B2 —F —Z—F
HK$'000 HK$'000
FTHET THET

The Company VNN
Unlisted shares, at cost — HK$18
(2011: HK$18) (Z=2——%F 18%7L)

AREMEA - BRA — 18T
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17 INVESTMENTS IN SUBSIDIARIES (Continued) 17 HRMIBATZRE (&)
Particulars of subsidiaries as at 31 December 2012 were as R-_ZT——F+_-_A=+—8 " HIBAA
follows: S

Particulars
Country of of issued
incorporation and paid up Proportion of effective Principal
Name of company and operation capital ownership interest activity
MR R 2RTR EREEE
NCIE EEMEER BERKFEE Rzt TEEEK
Direct Indirect
HiE 3
Corporate Model Limited the British Virgin US$1 100% - Investment holding
Islands e BEER
RBELEE
Pearlica Technologies Limited the British Virgin US$1 100% - Provision of
LERHE AR AR Islands (e custom-made
RERUEHS solutions
RUEFTHBATR
Aurum Pacific Management Limited Hong Kong HK$1 100% - Administration
REEEARLDA BE 1787 THER
Forever Trend Development Limited Hong Kong HK$1 100% - Inactive
KEERRBRAR B 1787 g ES
KanHan (note 1) Hong Kong HK$200,000 - 100% Provision of
BEMFT) v 200,000 7T communications
software platform
REGBEABRETA
KanHan Technologies China Limited the PRC HK$1,000,000 - 100% Provision of
(notes 1 and 2) i 1,000,000/ 7T communications
BMNBZREARAR (FZE1k2) software platform
REBABRMGTA
Notes: st -
1. Acquired on 31 December 2012 (see note 30). 1. RZT——F+—A=+—HBKERK
#£30) o
2. The English translation of the name is for reference only. The 2. RYELERSE -PUEBARAERLE
official name of the entity is in Chinese. ES R
18 INVENTORIES 18 BE&
2012 2011
—E——fF —E——fF
HK$°000 HK$'000
FTHERT FET
The Group REHE
Merchandise goods i 69 70
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19 TRADE AND OTHER RECEIVABLES

19. BUWR K HAitb UK

The Group The Company
AEE bNNE|

2012 2011 2012 2011
—B——F —ZT——F =ZE—=—fF —FT——F
HK$’000 HK$'000 HK$°000 HK$'000
FET FHT F#&T FHT
Trade receivables FEURBR X 4,586 274 - -
Amounts due from subsidiaries & [ B A &) ZI8 = - 5,150 4,602
Deposits and prepayments HESEEN 1,247 221 1,058 165
Other receivables H 1th JE R 29 - - -
5,862 495 6,208 4,767

All trade and other receivables are expected to be recovered or
recognised as expenses within one year.

The amounts due from subsidiaries (net of accumulated
impairment losses of HK$3,244,000 (2011: HK$3,244,000)) are
unsecured, interest-free and have no fixed terms of repayment.

(a) Ageing analysis
As of the end of the reporting period, the ageing analysis of
trade receivables based on the invoice date and net of
allowance for doubtful debts, is as follows:

FfT 7 W B 0 e L At B R TR A AT I — 4R
MU SRR AR ST

& W B 8

ARIBE(ME R REREE

3,244,000 7T ( =& ——14F : 3,244,00075
70)) AR - 8 AW EEFERE -

(a)

EEA/'\

REHREAERE - BUERFIR R
R R B NGRRIERE S Z R 1T
U

Within 1 month
1 to 3 months
4 to 6 months
6 to 12 months
Over 1 year

P —1fE A
—EAZE=1EA
m1E A =751E8 A
NEAZE+—EA
—FAE

The Group
rEE

2012 2011
—E——F —EFE——%F
HK$’000 HK$'000
FERT FAET
3,165 -
887 -
317 -
45 274
172 -
4,586 274

Trade receivables are due within 30 days (2011: 30 days)
from the date of billing. Further details on the Group's

credit policy are set out in note 29(a).

e AR FR R FAE A IR 30 A (= F
——F :30R)AEH - AREEE
B 2 B %G8 M5 29()
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19 TRADE AND OTHER RECEIVABLES (Continued)

(b)

(c)

Impairment of trade receivables

Impairment losses in respect of trade receivables are
recorded using an allowance account unless the Group is
satisfied that recovery of the amount is remote, in which
case the impairment loss is written off against trade
debtors directly (see note 2(j)(i)).

At 31 December 2012 and 2011, none of the Group’s trade
receivables were impaired.

Trade receivables that are not impaired

The ageing analysis of trade receivables that are neither
individually nor collectively considered to be impaired are as
follows:

19. BUWIRR K 2 AWK ()

(b)

(c)

FEUR AR TR E

JRE A PR SR 2 R 1B S 4B i AR B R R
8o EAREEAREZFRNEE
BIERBRIN - ERRBRT - RERE
B EUR M EE (R EE20)3) ©

RZE—=ZFR=ZF—F+=ZA
=+ —H - NE B E YR FOR
=

ORI B FE U BR X

W IE BB A RIRAR RIRE 2 UK
RZBREDOMTIAT

The Group
rEH

2012 2011
—F--F —F——F
HK$°000 HK$'000
FET FAT
Neither past due nor impaired e B Sl ORE 3,165 -
Less than 1 month past due wH D1 8 A 774 -
1 to 3 months past due BH1 =318 A 238 -
4 to 6 months past due B4 =618 A 194 -
6 to 12 months past due BmH6 = 1218 A 43 274
More than 1 year past due B AR AR G 172 -
1,421 274
4,586 274
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19 TRADE AND OTHER RECEIVABLES (Continued)

(c)
(Continued)

Trade receivables that are not impaired

Receivables that were neither past due nor impaired relate

to customers for whom there was no recent history of

default.

Receivables that were past due but not impaired relate to a

number of independent customers that have a good trading

record with the Group. Based on past experience,

management believes that no impairment allowance is

necessary in respect

of these balances as there has not

been a significant change in credit quality and the balances

are still considered fully recoverable.

20 CASH AND CASH EQUIVALENTS

19. BUWIRR K 2 AWK ()

(c)

RBEREWERK ()

EE R E 2 BEGRET R B R
Rk B AR -

2 A HME EIRUE < R YGRS TIB
EFRR  REEFPEAKERRLY
BELE - RIBBELSR  BEER
RBATZFEHRIFLRERE - R
HREEKFABERE - Mx%
BRI AR BB E -

20. RERBEEEY

The Group The Company
AEH ¥ NN
2012 2011 2012 2011
—B--F —FT——F B —FT——F
HK$°000 HK$'000 HK$'000 HK$'000
FET FET FHET FET
Cash at banks and on hand WITRFHERE 1,869 4,860 1,077 -

At 31 December 2012, the cash and cash equivalents of the

Group denominated in Renminbi (“"RMB") amounted to
HK$88,000 (2011: HK$NIl). The RMB is not freely convertible into
other currencies, however, under Mainland China’s Foreign

Exchange Control Regulations and Administration of Settlement,

Sale and Payment of Foreign Exchange Regulations, the Group is

permitted to exchange RMB for other currencies through banks

authorised to conduct foreign exchange business.

R_BE——FF+_A=+—8 KxEBEI
ARBTAREDFEZRe KR EEE
7 7%88,0008 T (ZTE——F : T)ET) °
ARBTEEHRAREAMES - AW
R I P B X 3 2 FINE B R {40 DA % A B
EERNEBTERRE - REBE A FEBRER
EETINEEB ZRITHARE LR ABE
mEE -
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21 TRADE AND OTHER PAYABLES

21. BEAIRAREMENK

The Group The Company
rEE AN
2012 2011 2012 2011
—B--F —FT——F B —T——F
HK$'000 HK$'000 HK$'000 HK$'000
THET FAT FET FAT
Trade payables FEBE R 5 110 - -
Other payables and accrued H b FE R
charges [EETE A 4,509 1,081 4,060 992
Amount due to a shareholder  JE —ZRXE 18 - 445 - 445
Amount due to a related FE{ & A Rl FRIE
company - 1,125 - -
Financial liabilities measured 1Rk At E 2
at amortised cost TRAE 4514 2,761 4,060 1,437

All trade and other payables are expected to be settled or

recognised as income within one year or repayable on demand.

The amount due to a former shareholder was in the nature of a

current account, was unsecured, interest-free and repayable on
demand. On 11 April 2012, the Company entered into a deed of
waiver with the former shareholder in the amount of

HK$445,000, recognising the waiver of that amount in capital

surplus within equity.

The amount due to a related company in which the spouse of the

former shareholders had controlling interest was unsecured,

interest-free and repayable on demand. On 11 April 2012, the

Group entered into a deed of waiver with the related company in

the amount of HK$1,125,000, recognising as other income in the

consolidated statement of comprehensive income (see note 6).
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WIFE SRR BRA IR ERIEE -

N —ZAIBRRFRERRBEFPEE - &
AR RBERRERKEE - R_FT——F
MA+—H  ARREZARRFTLHAR
I - B REFERA45,0008 7T - WHEER
B R NERZERIA IR -

N —REERR (ZARRZEBRZA
RIBESItEER) 2 FEAEER - 28 H
BREESEE N —=—FMNA+—H -
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21

22

TRADE AND OTHER PAYABLES (Continued) 21.

At the end of the reporting period, the ageing analysis of trade
payables is as follows:

AR R EMmERRK(E)
NIRRT - N ER BRI
T

The Group
AEE
2012 2011
—EB-——F —ZT——F
HK$'000 HK$'000
FET FH&T
Current or less than 1 month BVEfsk DA — 1@ A = 70
More than 3 months =EAE 5 40
5 110
FINANCIAL ASSISTANCE FROM 22 TR BUEBRD
GOVERNMENT
The Group
AEE
2012 2011
—E--F =—ZE——F
HK$'000 HK$'000
FE&T Fi&T
Financial assistance from government BT B R A B 991 -
Less: Amount due within 1 year shown under Ji : BB EHE NI —FRN
current liabilities BIHA 2 5B (322) -
Amount due for settlement after 1 year —F BB EEN ZKIE 669 -

In the opinion of the directors, an amount of approximately
HK$322,000 (2011: HK$NIl) will be repayable to ITF within next
twelve months of the current reporting period by reference to
the forecast revenue generated from the specific products.

In the opinion of the directors, the carrying amount of financial
assistance from government approximates its fair value.

BERE RAREHET—_EAR &
EE BT B E S EE £322,000E T
—E——F:FFn) EPELIEET
EmATEE 2 BRI -

EERS BANRHZMBUED ZREE
HEERNFEES -
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23

24

94

(ABTTIIR)

SHORT TERM BORROWING

It represents a loan with principal amount of HK$5,000,000
(2011: HK$5,000,000) obtained from an independent third party.
The loan is unsecured, interest-bearing at 3% over the Hong
Kong prime rate plus an arrangement fee per annum. The
average effective interest rate for the year is approximately 6.3%
(2011: 6.8%). The loan and the accrued interest of HK$1,554,000
(2011: HK$1,163,000) as at 31 December 2012 were repayable
in May 2013.

On 1 March 2013, the Company entered into a deed of
assignment with the independent third party and the controlling
shareholder, Prime Precision Holdings Limited, pursuant to which
the loan and the accrued interest as at that date were reassigned
as loans from a shareholder. The amount is deemed as drawn
down from the loan facilities letters with the controlling
shareholder (see note 24).

LOANS FROM A SHAREHOLDER

At 31 December 2011, loans from a former shareholder were
unsecured, interest-free and not repayable before 31 August
2013. On 11 April 2012, the Company entered into a deed of
waiver with the former shareholder in respect of the interest-free
loan and imputed interest with an aggregate carrying amount of
HK$1,164,000, recognising the waiver of that amount in capital
surplus within equity.

On 11 April 2012, 26 June 2012 and 15 November 2012, the
Company entered into loan facilities letters with its controlling
shareholder, Prime Precision Holdings Limited, to the extent of
HK$40,000,000 (the “Facilities”) for the purpose of general
working capital of the Company.

At 31 December 2012, the Company has drawn down
HK$5,000,000 from the Facilities. These loans are unsecured,
interest-free and repayable on or before 11 April 2014.
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS
e BHRRME

(Expressed in Hong Kong dollars)  (LAFBTTIIR)

25 DEFERRED TAXATION 25 IEERIE
(a) Deferred tax assets/liabilities recognised — (a) BHERZELHREEE A&
the Group — REE
The component of deferred tax assets/(liabilities) RNiEa B R R RETIAE
recognised in the consolidated statement of financial E//(aE) o RFERNEEH2 M
position and the movements during the year are as follows: I
Fair value
adjustments
on intangible
assets
Tax losses ZEFEEZ
BEEE ATERE
Deferred tax assets/(liabilities) arising BERBEE,/(AB)ELS: HK$'000 HK$'000
from: FHT FHIT
Addition through business combination  :FBHE A FHRE (H17230) &
(note 30) and at 31 December 2012 R-_ZE——F+—-A=+—H 1,402 (497)

(b)

Deferred tax assets/liabilities not recognised
At 31 December 2012, the Group and the Company has not
recognised deferred tax assets in respect of cumulative tax
losses as it is not probable that future taxable profits
against which the losses can be utilised will be available in
the relevant tax jurisdiction and entity. Other temporary
differences are not material.

The unrecognised tax losses will expire in the following
years ending 31 December:

(b) MARERZELFIEEE BfE
RZTE——F+A=+—H &%
[ BN A AR BE R ET IR IE B R R
BERIBEE  RERSEEBHIEA
EHEEREE  HREARVEERD G
B ATLAKSHE TR o M p R
WRERK

AERZRBEEHR TIHET
A=t—BIrFEEm:

The Group The Company
rEE ¥/
2012 2011 2012 2011
—E--f —T——4% ZEB--f —ZT——%F

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

F&T FET FET FETT

2017 —E—+F 140 - = -
2016 —E—RE 162 - = -
2015 —E—RHF 469 - - -
2014 TP 452 - = -
2013 —E—= 214 - = -
No expiry date R EEpr=Rl 24,211 7,114 6,856 5,562
25,648 7114 6,856 5,562
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26 DEFINED CONTRIBUTION RETIREMENT

96

PLANS

The Group operates a mandatory provident fund scheme (the
“"MPF Scheme”) under the Mandatory Provident Fund Schemes
Ordinance (Chapter 485 of the Laws of Hong Kong) for
employees employed under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF Scheme is a defined
contribution retirement scheme administered by independent
trustees. Under the MPF Scheme, the employer and its
employees are each required to make contributions to the
scheme at 5% of the employees’ relevant income, subject to a
cap of monthly relevant income of HK$25,000. Prior to 1 June
2012, the cap of monthly relevant income was HK$20,000.
Contributions to the scheme vest immediately.

The employees of the Group's subsidiary in the PRC are
members of the state-sponsored retirement benefit scheme
organised by the relevant local government authority in the PRC.
The subsidiary is required to contribute, based on a certain
percentage of the basic salary of its employees, to the retirement
benefit scheme and has no further obligations for the actual
payment of pensions or post-retirement benefits beyond the
annual contributions. The state-sponsored retirement benefit
scheme represents for the entire pension obligations payable to
retired employees.

In the opinion of the directors of the Company, the Group did not

have any significant contingent liabilities as at 31 December 2012
and 2011 in respect of the retirement of its employees.
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS

e MR

(Expressed in Hong Kong dollars)  (LAFBTTIIR)

27 EQUITY SETTLED SHARE-BASED

TRANSACTIONS

A share option scheme (the “Option Scheme”) of the Company
was adopted on 25 November 2003 for the purpose of providing
incentives and rewards to eligible participants, including the
executive directors of the Company, who contribute to the
success of the Group’s operations. The board of directors of the
Company may, at their discretion, grant options to the eligible
participants including any employees, directors, suppliers,
customers, advisors, consultants, joint venture partners and any
shareholders of any members of the Group or any securities
issued by any members of the Group or any invested entities.

Unless it is approved by shareholders in a general meeting of the
Company, the maximum number of shares available for
subscription under the Option Scheme or any other option
scheme adopted by the Company is subject to:

() The maximum number of shares of the Company which
may be issued upon exercise of all options granted under
the Option Scheme or any other share option scheme
adopted by the Company must not exceed 30% of its
issued share capital from time to time; and

(i) The total number of shares which may be issued upon
exercise of all options to be granted under the Option
Scheme and any other share option scheme of the Group
must not in aggregate exceed 10% of the shares in issue
at the time dealings in the shares first commence on the
GEM of the Stock Exchange.

The maximum number of shares issuable under the options to
each eligible participant in any 12-month period is limited to 1%
of the shares in issue unless it is approved by substantial
shareholders in a general meeting of the Company.

Any grant of options under the Option Scheme to a director,
chief executive, management shareholder or substantial
shareholder of the Company or any of their respective associates
must be approved by independent non-executive directors
(excluding any independent non-executive director who or whose
associate is the proposed grantee of the options).

27 URAEEZRORS

ARBR-_ZZE=F+—-A-+THRRMN
—IRBERER & ([BRERE ) §ER
HBAEEXEBZRNEHEMZAERS
HALTRHEEDIEE  EHEERAF
HTEF - ARAEFSARNBRAER
SEATELBEE BREEIAREE &
= HfER XFP BHE BHEM[- A
BEEBHELRAREEMKE AR ZER
BRR R A LB MK B QB HEMERIRE
ERMBITEMES ZEFMISAA

BIFNARBRRAEG LERRAE - R
BB REET Bl AR BIER 2 (AT E BB R
RETBATAHRRBZESRMNEBE XR
RIATEIA

()  AARIREERE BIAR D TERN
AR E MR B 2 A
AR ST F AT RE BT 2 AR R AIAR (D
HH LR NMIBBETREETR
KzZ30% : &
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REBITRN 2 10% °

RER+ @A SR REBERET RS
FREBBEALETZESRNEER
BEBRITENZ21%  BRIFNARBBRRAE
e EBRERRERIERIR

REBEREAENARRAES  TRTK
AE EEERRFITIBERRIEERE
ZHMBABRNBERE  SBAKEIFNIT
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27 EQUITY SETTLED SHARE-BASED

98

TRANSACTIONS (Continued)

Any share options granted to a substantial shareholder or an
independent non-executive director of the Company or to any of
their respective associates, in excess of 0.1% of the shares in
issue and with an aggregate value (based on the closing price of
the shares at the date of grant) in excess of HK$5 million, in any
12-month period, are subject to shareholders’ approval in a
general meeting of the Company.

The offer of a grant of share options may be accepted within 21
days from the date of the offer of the option. The consideration
for a grant of options the Company is HK$1.00. The exercise
period of the share options granted is determined by the board of
directors.

The exercise price of the share options is determined by the
board of directors providing that the price shall not be less than
the highest of (i) the closing price of the shares on the GEM as
stated in the Stock Exchange’s daily quotations on the date of
the offer of grant, which must be a business day; (i) the average
closing price of the shares on the GEM as stated in the Stock
Exchange's daily quotations for the five trading days immediately
preceding the date of the offer of grant; and (iii) the nominal
value of the shares.

No share option under the Option Scheme was granted or

outstanding during the years ended 31 December 2012 and
2011.
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NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS
e BHRRME

(Expressed in Hong Kong dollars)  (LAFBTTIIR)

28 CAPITAL AND RESERVES 28 EAXRREE
(a) Movements in components of equity (a) REZILDEE
The reconciliation between the opening and closing AREBGZAERAZER N PE &
balances of each component of the Group’s consolidated BRGAHNE RN GEEREBR
equity is set out in the consolidated statement of changes xR AREMERIERBONFIVNESF
in equity. Details of the changes in the Company's RZEBEFBEHN T

individual components of equity between the beginning
and the end of the year are set out below:

The Company AT
Share Share Capital Capital Accumulated
capital premium reserve surplus losses Total
k& R EE B EXBH ZitEE @t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL T T TR THEL T
(note 28(c)(i))  (note 28(c)(il)  (note 28(c)fiii))
(Bt 28(c))) (B 28(c) i) (FiFE 28(c) i)

Balance at 1 January RZE--%

2011 -A-Rz&s 2,000 30,224 1403 - (39,829) (6,202)
Profit and total FERNR

comprehensive 2ENAEE

income for the year - - - - 2223 2223

Balance at 31 December ~ R=ZE——%+-H
2011 and 1 January 2012 =+—BJ

ez
—R—Hz%&8 2,000 30,224 1,403 - (37,606) (3,979)

Loss and total FEBER

comprehensive loss FABRLE

for the year - - - - (6,065) (6,065)
Capital contrbutionbya ~ —&REZ

shareholder in the form SBEREL

of interest-free loans B - - 466 - - 466
Waiver of amount due o~ EAPEN—%

a shareholder (note 21) BEzE (et 21) - - - 445 - 445
Waiver of loans from a He—BREZ

shareholder (note 24) B (H#24) - - - 1164 - 1,164
Balance at 31 December R-Z-—£+_-A

2012 St+-Azis 2,000 30,224 1,869 1,609 (43,671) (7,969)

F#§2012 o RFHFEEEERAR 99



NOTESTOTHE CONSOLIDATED FINANCIAL STATEMENTS

e ISR M

(Expressed in Hong Kong dollars)  (LAFBTTIIR)

28 CAPITAL AND RESERVES (Continued) 28 BEXRfFE(E)
(b) Share capital (b) B
(i) Authorised and issued share capital (i) EEREZETRA
2012 2011
—E——F =%
Number of Number of
shares Amount shares Amount
gl 4= ok EuEZd= G|
‘000 HK$'000 ‘000 HK$'000
T FET T FA&T
Authorised: JETE
Ordinary shares of HFHREEO0.01
HK$0.01 each BT ik 4,000,000 40,000 4,000,000 40,000
Issued and fully paid: BBITRAR
Ordinary shares of HFHREEO0.01
HK$0.01 each BT BB 200,000 2,000 200,000 2,000
(i)  Share consolidation (i) REBEGF
By an ordinary resolution passed at the extraordinary BERZTE—=F—A=+—
general meeting on 21 January 2013, every two ASITZRERERI RS @B
issued and unissued ordinary shares of HK$0.01 each —HEEBREBR  FWREHK
were consolidated into one new ordinary share of ME{E0.01 B TR 21T R
HK$0.02 each. Following the share consolidation nEBEREMHA—REREE
which became effective on 22 January 2013, the 0.02BTTHME B - IRth &
Company's authorised share capital was HR=ZZT—=F—HA=+=H
HK$40,000,000 divided into 2,000,000,000 shares of HWE KQABEERAS
HK$0.02 each, of which 100,000,000 ordinary shares 40,000,000/ T* 9 &
were in issue and fully paid. 2,000,000,000 A% & A% EI1E 0.02
ETTZ Bk - HH1100,000,000
M@k BEBITRAUR °
(iii) Issue of shares (iii) MR EIT

Pursuant to an open offer made by the Company on
27 February 2013, the Company issued 400,000,000
ordinary shares of HK$0.02 each at a subscription
price of HK$0.15 per share on the basis of four new
shares for every existing share held (the “Open
Offer"”), resulting in gross proceeds of approximately
HK$60,000,000. The proceeds are intended to be
applied to settle the consideration payable for
business combination, repay the short term borrowing
and loans from a shareholder, and increase the
Group's general working capital. Details of the Open
Offer are set out in the Company’s prospectus dated
1 February 2013.
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28 CAPITAL AND RESERVES (Continued)
Nature and purpose of reserves

(c)

(d)

(i)

(ii)

(iii)

Share premium

Under the Companies Law, Cap.22 (Law 3 of 1961,
as consolidated and revised) of the Cayman Islands,
the funds in the share premium account of the
Company are distributable to the shareholders of the
Company provided that immediately following the
date on which the dividend is proposed to be
distributed, the Company will be in a position to pay
off its debts as they fall in the ordinary course of
business.

Capital reserve

The capital reserve represents capital contribution
from shareholders in the form of interest-free loans.
The amounts are estimated by discounting the
nominal value of their non-interesting bearing loans to
the Group at current market interest rate for similar
financial instruments. An early repayment of interest-
free loans represents a reduction in contribution from
shareholders and reduces capital reserve accordingly.

Capital surplus

Capital surplus comprises the unconditional waiver of
loans and advances by shareholders of the Company
and the Group's former subsidiary.

Capital management
The Group's primary objectives when managing capital are

to safeguard the Group’s ability to continue as a going

concern, so that it can continue to provide returns for

shareholders and benefits for other stakeholders, by pricing

products and services commensurately with the level of

risk and by securing access to finance at a reasonable cost.

28 BAXKf#E(E)
B2 AR AR

(c)

(d)

(i)

(ii)

(iii)

R 1E
BERESEHESATEF2E
(= NAR—FEBIFRAEN - £&£4R
& RIEE]) - AREIRG & ER
2B DR TARRAMRE -
EEREERIRERE AR -
AAFARE BB ERKBRF
AEET G -

B #E

BERfERE-—RBRRUAREE
RERTE - EBUBTAE
EReSERZEERELSH®
TAZBITMENRFTRM
H-RPEERSEFERD
BREEE - MEAREEIE L
TR

BEX B
BERBBBEEARARREAR
& B A BT B8 X B 2 AR A A
RERLEL -

BEXEE

AEBEEEANEREBEREBK
7 i S IR A RO B AR R T 7 B R B AR RS A
IKFRIZRERAZBHERE - RER

EEFBELEEBRRE

AR AR
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28 CAPITAL AND RESERVES (Continued)
(d) Capital management (Continued)

102

The Group actively and regularly reviews and manages its
capital structure to maintain a balance between higher
shareholder returns that might be possible with higher
levels of borrowings and the advantages and security
afforded by a sound capital position, and makes
judgements as to the capital structure in light of changes in
economic conditions.

The Group monitors its capital structure on the basis of an
adjusted net debt-to-capital ratio. For this purpose, adjusted
net debt is defined as total debt (which includes amount
due to a shareholder, amount due to a related company,
financial assistance from government, consideration
payable for business combination, short term borrowing
and loans from a shareholder), less cash and cash
equivalents. Adjusted capital comprises all components of
equity.

The adjusted net debt-to-capital ratio of the Group at the
end of the reporting period was as follows:

28 EARKIRE(E)

(d)

BEAREE (&)
AEEEE R EMHEARBRRR
AREE  DEBRSEREHERT
AR BB BEKTERIFNE
AR R0 4F BE B AR IR 2 PR RIS F
oy WRBLFIRBHOB(EHEARR
WIEH AT -

REB A HBESFRBEAR L X
REE - UEIEEERER - slitm
5 KREERFENEERERE
H(RIEEMNBORKE - BNEER
BIFIE - RIFRRHZ M ER - %75
AUHNEMNRE  EHERNIERE
PORREEAEFEY - EREE
AEEMAESER -

REBRBEPRROEALFELE
AT

2012 2011

—EB——F —T—F

HK$°000 HK$'000

FET FAT

Debts B 36,015 8,879
Cash and cash equivalents ReERIFSEEY (1,869) (4,860)
Adjusted net debt RARFEL 34,146 4,019
Adjusted capital KRBER (8,323) (4,553)
Adjusted net debt-to-capital ratio RARFERERLL R N/A & A N/A 7~ 3 F
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28 CAPITAL AND RESERVES (Continued)
(e) Distributability of reserves
At 31 December 2012, the Group did not have any reserves
available for distribution to owners of the Company (2011:
HKS$Nil)

29 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES

Exposure to credit, liquidity, interest rate and currency risks
arises in the normal course of the Group’s business.

The Group's exposure to these risks and the financial risk
management policies and practices used by the Group to
manage these risks are described below.

(a) Credit risk
The Group's credit risk is primarily attributable to trade and
other receivables and cash and cash equivalents.
Management has a credit policy in place and the exposures
to these credit risks are monitored on an ongoing basis.

In respect of trade and other receivables, individual credit
evaluations are performed on all customers requiring credit
over a certain amount. Trade receivables are due with 30
days (2011: 30 days) from the date of billing. Normally, the
Group does not obtain collateral from customers. At 31
December 2012, the Group had a certain concentration of
credit risk as 17% (2011: 100%) of the total trade
receivables was due from the largest customer.

Cash and cash equivalents are normally placed at financial
institutions that have sound credit ratings and the directors
consider that the credit risk in liquid funds is limited.

The Group does not provide any guarantees which would
expose the Group or the Company to credit risk.

Further quantitative disclosures in respect of the Group's
exposure to credit risk arising from trade and other
receivables are set out in note 19.

28

29

EXRREE(E)

(e) DIKfEE
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REMERTEARAS KRS EE
¥ - EREEREERRRSEES

o A A ] A
ZEEEERR -

HEHERREMERFENE - Y
REZRERAE TEESHENER
HeETERNEETE - BHRAA
BEAMBS =T R(ZE——F:
=+H)REBH —KimE  AEE
WERFPISERR - RZT—=
F+-A=+—8 FEEBEET
FEERBEFRHER  BR17% (=
T——4F:100%) NE 5 RN EBE
RKEZARP o

RekReSEY —REVEEEN
RRFOTHEE  RLESRR/R
BESHNEERBAR

AEETEREHRESAERBRARA
EHEERRZ TR o

FLEMAEERE SRR EME

WRREM AR 2 EERR 2 HEHR
BiEE19

F#§2012 o RFHFEEEERAR 103



NOTESTOTHE CONSOLIDATED FINANCIAL STATEMENTS
e P BHRRME

(Expressed in Hong Kong dollars)  (LAFBTTIIR)

29 FINANCIAL RISK MANAGEMENT AND FAIR 29
VALUES (Continued)
(b) Liquidity risk (b)

Individual operating entities within the Group are

MRRBERERAFEGE)

REBEERE
AEERENLIERABARY Y

responsible for their own cash management, including the
short term investment of cash surpluses and the raising of
loans to cover expected cash demands. The Group's policy
is to regularly monitor its liquidity requirements and its
compliance with lending covenants, to ensure that it
maintains sufficient reserves of cash and adequate
committed lines of funding to meet its liquidity
requirements in the short and longer term. In February
2013, the Group has raised gross proceeds of
approximately HK$60,000,000 through the Open Offer as
set out in note 28(b)(iii).

The following tables show the remaining contractual
maturities at the end of the reporting period of the Group's
and the Company's financial liabilities, which are based on
contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if floating,
based on rates current at the end of the reporting period)
and the earliest date the Group and the Company can be
required to pay:

RETE  BIEREABZEERE
REFIEIMABMNBERESEE -

SECBRRTCHETERSEST
KRETEERNZER - AR
HrhsmHELEHAEEES NI
ENEEHRRAABESTRK RN
ZE-ZFfA AEEELHARE
£ 15 AT 1S 578 42 56 #960,000,000 78
T AHIBE A MR 28(b) (i) ©

TRHNFAEERARBRZ ERAE
PRSI AR 2 82 T AT 42 5
B DERBIANDRTRASRE
(BRERTONEFEZFEK
B HINAEE - AIRIR RS IR A5
REFZRITMEETE) AR AEE K
ARBEERN R ZREH

(i)  The Group (i) FKEH

Total More than

contractual Within 2 years but

Carrying undiscounted 1 year or less than

31 December 2012 amount cash flow on demand 5 years

EHFOF S —FREH SHMER

“B-ZHf+ZA=+-H FEE HERELHE HERER PREF

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

FET TET THERT FET

Trade and other payables JEN R R A M ERFR 4514 4514 4514 =
Financial assistance from DR 2 BE

government 991 991 322 669
Consideration payable for EBEHZENRE

business combination 23,830 24,000 15,000 9,000

Loans from a shareholder —ZREZER 4,640 5,000 - 5,000

Short term borrowing RHEE 6,554 6,700 6,700 =

40,529 41,205 26,536 14,669
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29 FINANCIAL RISK MANAGEMENT AND FAIR 29 BiREBEERAFEE)
VALUES (Continued)

(b) Liquidity risk (Continued) (b) RBESRK(Z)
(i) The Group (Continued) (i) ZKNEFE)
Total More than
contractual Within 2 years but
Carrying  undiscounted 1 year or less than
31 December 2011 amount cash flow on demand 5 years
EEFF S —FR3H SHmER
—E—F+ZA=1—H FEE Renses FIREK PREF
HK$'000 HK$'000 HK$'000 HK$'000
THET TET FAT FHET
Trade and other payables FER R R EL AR 3K 2,761 2,761 2,761 -
Loans from a shareholder —ZRRZER 1,146 1,267 - 1,267
Short term borrowing FEEE 6,163 6,300 6,300 -
10,070 10,328 9,061 1,267
(i)  The Company (ii) ZAxnad]
Total More than
contractual Within 2 years but
Carrying undiscounted 1 year or less than
31 December 2012 amount cash flow on demand 5 years
EHEES e —FREH SRMER
“B-Zf+ZA=+-8 REE HRERELT HERER DPREF
HK$'000 HK$'000 HK$'000 HK$'000
TR TR TEx TR
Trade and other payables JERT BRI Eo At JE S 28 4,060 4,060 4,060 -
Loans from a shareholder —ZREZER 4,640 5,000 - 5,000
Short term borrowing RHEE 6,554 6,700 6,700 -
15,254 15,760 10,760 5,000
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29 FINANCIAL RISK MANAGEMENT AND FAIR 29 BiREBEERAFEE)
VALUES (Continued)

(b) Liquidity risk (Continued) (b) REESR (&)
(i) The Company (Continued) (ii) Ko g (%)
Total More than
contractual Within 2 years but
Carrying  undiscounted 1 year or less than
31 December 2011 amount cash flow on demand 5 years
REESE s —EREH ZRMER
“E——%+ZA=1+-H KEE Renses FIREK PREF
HK$'000 HK$'000 HK$'000 HK$'000
T THT TAET THT
Trade and other payables JERBRF S Eo A FE T30 1,437 1,437 1,437 -
Loans from a shareholder — SRR ER 1,146 1,267 - 1,267
Short term borrowing EHEE 6,163 6,300 6,300 -
8,746 9,004 7,737 1,267
(c) Interest rate risk (c) FIZREPz
The Group's interest rate risk arises primarily from short- AEEBZHNERBEZRA LG
term borrowing. Borrowing issued at variable rates exposes B ZEREESAERAEAZRER
the Group to cash flow interest rate risk. The Group's FlEm - BEBEEARER X
interest rate profile as monitored by management is set out HEFINPT -
below.
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29 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (Continued)
(c) Interest rate risk (Continued)
The following table details the interest rate profile of the

29

Group’s interest bearing borrowings at the end of the
reporting period.

(c)

BREBEERAFEE)

=R (&)
TR FE AL s AR A R AR SR E AT
BHEEZARAS -

The Group and the Company

FEBRAAR
2012 2011
—g-—=f &
Effective Effective
interest interest
rate rate
(%) HK$'000 (%) HK$'000
BRAI= B =
(%) THET (%) FAT
Variable rate borrowing FEEH
Short term borrowing HEEE 6.3 5,000 6.8 5,000

The interest rate and terms of repayment of the Group’s
and the Company’s interest-bearing borrowing are
disclosed in note 23.

At 31 December 2012,
increase/decrease of 100 basis points in interest rates, with

it is estimated that a general

all other variable held constant, would increase/decrease
the Group’s loss for the year and accumulated losses by
approximately HK$42,000 (2011: HK$51,000).

The sensitivity analysis above has been determined
assuming that the change in interest rates occurred at the
end of reporting period and had been applied to the
exposure to interest rate risk for the borrowings in
existence at that date. The 100 basis point increase or
decrease represents management's assessment of a
reasonably possible change in interest rates over the period
until the next annual reporting date. The analysis is
performed on the same basis for 2011.

AEBRARRZFABEBEZFER
BRI R 23 AR EE -

WoF——F+-A=+—R -
K EFH/TRE100EE S - s
BEHTE - ARE 2 FREER
& 2 it 1R S 5200, 4 £942,000
BT (ZF——% : 51,000%7T) °

PR E S AT T RR AN RS B A
REERMNEEZHUENE BFEZ
EEERZMERMEMETE « EHAKT
BRI ERENEBRBHEE T — @
FREAZAPEAEZAENEES
FT{EST S c PR ——F2 &
R o
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29 FINANCIAL RISK MANAGEMENT AND FAIR

VALUES (Continued)

(d) Currency risk
The Group's business activities and its assets and liabilities
were denominated in HK$ and RMB. The management
considers the Group is not exposed to significant foreign
currency risk as most sales, income, purchases and
expenses are denominated in the functional currency of the
operations to which they relate. The Group currently does
not have a foreign currency hedging policy. However, the
management monitors foreign exchange exposure and will
consider hedging significant foreign currency exposure
should the need arise.

29 HBEMEERQVEGE)

(d)

B ERE
AEBEBZHLEEERABIAL
TRARESIE EEERRAEE
WRmEHBBRIMNERS - AR
HE WA BERFAXIGUEMER
X 2Thee B EHE - NEE AL
EINEEIPBOR - A - BEEER
SMNERE RN E T EREEEHTE
RINE R

(e) Categories of financial instruments (e) &I AR
The Group The Company
AEH FIN/N|
2012 2011 2012 2011
—F--F —T—F ZF-=F —T—F
HK$'000 HK$'000 HK$’000 HK$'000
FET FET THxT FHEIT
Financial assets SRMEE
Loan and receivables B B ERIE
(including cash and (BiERe MRE
cash equivalents) £EW) 6,484 5,170 6,227 4,602
Financial liabilities cRAE
Financial liabilities HEE ARG 2
measured at Zeomas
amortised cost 40,529 10,070 15,254 8,746
(f) Fair values (f) 2AFE

All financial instruments are carried at amounts not
materially different from their fair values as at 31 December
2012 and 2011.
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30 BUSINESS COMBINATION

On 31 December 2012, the Group acquired the entire equity
interest in KanHan Group from independent third parties at a
nominal consideration of HK$28,000,000. KanHan Group was
principally engaged in the provision of communications service
platform. Pursuant to the sale and purchase agreement dated 26
June 2012 in respect of the acquisition (the “S&P Agreement”),
the consideration would be satisfied in the following manner:

(i) as to HK$4,000,000 in cash or by cheque within 5 business
days upon execution of the S&P Agreement;

(i) as to HK$15,000,000 (1) in cash or by cheque in the event
that the resumption of trading of the Company’s shares on
the GEM of the Stock Exchange (the “Resumption”) has
been effected or (2) by the issuance of the first interest-
free promissory notes (“1st Promissory Notes"”) in the
event that the Resumption has not been effected and shall
be repayable in one lump sum on the date falling two years
from the date of issue of the 1st Promissory Notes, upon
the completion of acquisition; and

(i) as to HK$9,000,000 (1) in cash or by cheque in the event
that the Resumption has been effected or (2) by the
issuance of the second interest-free promissory note (“2nd
Promissory Note"”) in the event that the Resumption has
not been effected, within 7 business days after the
issuance of the 2013 audited accounts of KanHan Group
and shall be repayable in one lump sum on the date falling
two years from the date of issue of the 2nd Promissory
Note.

The first payment of HK$4,000,000 was settled in cash on 3 July
2012. The 1st Promissory Notes were issued on 31 December
2012 and redeemed by paying HK$15,000,000 in cash on 28
February 2013, the date on which the Resumption was effected.
The remaining consideration payable of HK$9,000,000, in the
opinion of the Company’s directors, shall be settled in cash in
March 2014.

30 XESH/

RZZ—=F+=ZA=+—8"  £&£EM
BUE=RFNBEEEENZIRE &
#= R 8 5 28,000,000/8 7T - BEEBH
FEXBARMBARGEES - RIEN=
E——FANAZ T+ AARKBIINESR
wE(BEEH#])  ARAEZE TR
ZRRE :

(i) 4,000,000 TEREFEEHEE
AEEEANURS R T ZZ (T

(i) 15,000,000 TBLA 575 HE A
(1) 2 A B BR 15 YR 18 7 B A2 AT 8l 3
REE((1ERDER  WBEeEE
AT s WE R EE A AlE
BRTEKMIBEBEITE DR BRI
ER(TE—HENEE]D BERE—
MAEMNEE ZEITRRTMEE A
—$BRIN R

(i) 9,000,000 7T A TFNFRAZA (i)
THER AR - RS R ZES A« 5k
(i) B EEER - AIREEEE Y
T CFEEREREEAEEE
¥ARN  BRBTE_HEBENE
B(E_RSEE]D &M - BER
FE_ARNEER BT AR MS
ER—2BIM-

BEFIE 4,000,000 TER T —ZF+
A=ZBUREERMN - F—HERNEEER
—EBE-—F+-A=+—B%T ¥R
T-=F-_A-+NBEERERER)
LA 538 € 15,000,000 7 JTAE[E] © A2 &
EERA - ERERREE9,000,000 7% 7T
MNoT—TIFEZ AR SN -
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30

BUSINESS COMBINATION (Continued)
Goodwill arising on acquisition

The consideration is subject to adjustment based on the
consolidated profit before interest, taxes, depreciation and
amortisation of KanHan Group of not less than HK$5,500,000 for
the year ended 31 December 2012 and not less than
HK$8,500,000 for the year ending 31 December 2013 (the
“Guaranteed Amount”). The consideration payable shall be
reduced by an amount equal to the shortfall.

Based on the assessment of the directors of the Company, the
possibility of shortfall in profits is remote, and consequently the

fair value of the profit guarantee asset is HK$Nil.

The fair value of the identifiable assets and liabilities of KanHan

30 K0t (E

WEEENEHE
REAIEEZEBEE-_S——F+_-A
=t HLEFEURBE-_ZT—=F1+=
AZ+—HIEFEZHREBITE REHA
kR & w2 Bl A 4 125,5600,0007% 7T &
8,500,000/ 8 T ([1REFSLE]) T A - &
MREBZESHRREZ SENR -

REARRERFEH G BHHRE
BoHEWd  BUENREBEEZAF
BATET -

REEBRHE BERBNEEEBECHNW

Group acquired as at its date of acquisition is as follows: BEERAGATENT :
HK$'000

FH&T
Property, plant and equipment M - WE R 232
Intangible assets mpEE 4,778
Deferred tax assets BIERTBE = 1,402
Inventories T8 69
Trade and other receivables JE 52 B R % L A JE LUK 4,613
Cash and cash equivalents ReMREEEY 197
Trade and other payables FETBR U Eo At R 3R (453)
Financial assistance from government BT 15 & B (991)
Deferred income FEIEUT A (1,756)
Deferred tax liabilities BRI AE (497)
Fair value of net identifiable assets acquired BURENAIEZRFEEAFE 7,594
Goodwill arising on acquisition WHEEE 2 2 20,236
Total consideration BRE 27,830
Total consideration, satisfied by: BREGETYFAEZA
Cash Re 4,000
Fair value of 1st Promissory Notes F—ENERZAFE 14,841
Fair value of consideration payable in cash ENREREZATE 8,989

27,830
Net cash outflow arising on acquisition: WHEEE 2 Bemt 558
Consideration paid in cash EfRERE (4,000)
Cash and cash equivalents acquired ERENRS KRS EEY 197

(3,803)
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30 BUSINESS COMBINATION (Continued) 30 XBa6t(E

Goodwill arising on acquisition (Continued)

The goodwill is attributable to the synergies of the acquired
business expected to arise after the Group’s acquisition of
KanHan Group. These benefits are not recognised separately
from goodwill because they do not meet the recognition criteria
for identifiable intangible assets.

None of the goodwill arising on this acquisition is expected to be
deductible for tax purposes.

Acquisition-related costs amounting to HK$1,918,000 for the year
have been excluded from the consideration transferred and have
been recognised as “administrative expenses” in the
consolidated statement of comprehensive income.

KanHan Group did not contribute any turnover or profit to the
Group for the year as the acquisition was completed on 31
December 2012.

Had this business combination taken place on 1 January 2012,
the directors of the Company estimate that the consolidated
turnover and the consolidated net profit for the year would have
been HK$11,954,000 and HK$304,000 respectively. This pro-
forma information is for illustrative purposes only and is not
necessarily an indication of revenue and result of operations of
the Group that actually would have been achieved had the
acquisition been completed on 1 January 2012, nor are they
intended to be a projection of future results.

WEELENEE(F)
BEDEAASENKERZRER - 1t
WEERBNMRMEEE - ZREMEIL R
S ESRER  RESELTTEAH
RETZ B EMNERITE o

BRI R WBEAZHER TSR ARKE
B -

AREEE R RIUIR AN AR 231,918,000 8 7T 1
BREEEEAE ICEGAE2ERER
HERA [T -

HRKEBR - Z2——F+-A=+—H5%
B BEEBERAFELERAREETR
Ef 2 ERBCEN TR -

HMHEKEHN _T——F—F—HACH#
T RRBIERGAAFENGEEET
NER&m ) FEE 9 Bl 411,954,000 % 7T &
304,000 7T ZEHEEAEMHRER 2
A YT RAMEBIEER S ——F—A—
HEK AEBEKEERESEREER
REEE - MABHERARREE ZTEA
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31 DISPOSAL OF A SUBSIDIARY

32

112

On 24 June 2011, the Group disposed of Max Honour, which
was engaged in trading of computer equipment and accessories.

The net assets of Max Honour at the date of disposal were as

follows:

i & F B 2 F
R-B——FxA=tMA  AEEHE
8% ZAANRFERRBREHESE
%o SBRHE BN AEFEMT -

2011

—E——%F

HK$'000

FET

Trade receivables JE IR BR 3R 5,076
Cash and cash equivalents ReRBSEEY 4
Tax payable FEFRIE (275)
Net assets BEFE 4,805
Gain on disposal of a subsidiary (note 9) HEWNB AR Z%EH (MF9) 500
Consideration RIE 5,305

Net cash inflow arising on disposal: HESIBZESRAFE

Consideration received in cash PR S WE 2 RIE 5,305
Cash and cash equivalents disposed of FrEtiieRREFEY (4)
5,301
Cash paid for costs of disposal RHEXARFHRE (687)
4,614

OPERATING LEASE COMMITMENTS

At 31 December 2012, the total future minimum lease payments
under non-cancellable operating leases are payable as follows:

REHEERE
RNZZE—=—F+=—A=+—8 " RETH
B E&LHE RN 2 KRR SEBLHIELR
BT

The Group
rEE

2012 2011
—EB——F —T—F
HK$°000 HK$'000
FET FH&T
Within 1 year —FA 166 216
After 1 year but within 5 years —FREAFR 9 144
175 360
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32

33

(ABTTIIR)

OPERATING LEASE COMMITMENTS
(Continued)

The Group is the lessee in respect of its office premises held
under operating leases. The leases typically run for an initial
period of two to three years, with an option to renew the leases
when all terms are renegotiated. None of the leases includes
contingent rentals.

CONTINGENT LIABILITIES

On 19 July 2011, KanHan disposed of its 100% interest in
KanHan Educational Services Limited to an independent third
party (the “Buyer”). Under the sale and purchase agreement,
KanHan warrants and guarantees to the Buyer that the audited
net profits before tax and any extraordinary or exceptional item
(the "Audited Profits”) of KanHan Educational Services Limited
will not be less than HK$450,000, HK$2,200,000 and
HK$6,500,000 for the years ended 31 December 2010, 2011 and
2012 (the "Guaranteed Profits”) respectively. KanHan is required
to return to the Buyer in cash of the contingent consideration
paid if the Audited Profits of KanHan Educational Services
Limited are less than the Guaranteed Profits.

On 26 June 2012, KanHan entered into a counter-indemnity
agreement with Mr. Mo Wai Ming, Lawrence, a director of the
Company, to indemnify it against any loss that may arise from
this guarantee.

No contingent liabilities might arise from return of the contingent
consideration as the directors of the Company believe the
counter-indemnity agreement will enable the Group to recover
any loss KanHan may incur arising from the above guarantee.

KanHan Educational Services Limited is a related party of the
Group as Mr. Mo Wai Ming, Lawrence, is a common director of
the Company and KanHan Educational Services Limited.

32

33

ReHERE (&)
AEERBRBELEHERFEINAENE
ZEMBAN - BERAEEZNHFH—REM
E=F WEEETERIMBGROES
HE - HEEHERERAER -

RARBE

WZE——FtA+NH BELHEER
EEYERBERARZEDEET %
BYE=RTEHR] REEEHE
EREFEBRER  REE-T—TF -
—E——FRZF—ZF+ZA=+—H
LEE BEHERBBRRR ZEEZ
B R I FEAS B IE B Ala FIF 58 ([ 828
%o A 1) #& 5 B 4 57 450,000 % 7T
2,200,000 7t ¥ 6,500,000 7T ([ 1% 75 %
M WBERERBBERRAR ZLERZ
BHBRREN AL BRANRGRE
BB ZHARE -

RZE—ZFXAZ+XB  FEEAAQ
RAIEERERELTLRBERR - UK
AR R R E L R AE T E A 2 (R 518

REIAREBTEEHEREE AR
AAEEHEREEHEVEAEEED
BER L RE AT LA A Z (EAEIE -

BEHERBERAAIRAEEZBEA
T ARBRERELERARBANEERE
REBERARZHRAES -
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(b)
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34 MATERIAL RELATED PARTY TRANSACTIONS 34 EXBEEALIXRZ RS
AND BALANCES
Key management personnel remuneration (a) TEEEASFHH
Remuneration for key management personnel of the AREETEEIEABHMBIENF
Group, including amounts paid to the directors of the MAEEZENARABIEERER
Company as disclosed in note 11 and certain of the highest MEEE 12 P8 52 v B 5 T 5= B
paid employees as disclosed in note 12, is as follows: EEZFIE  FHBWT
2012 2011
=B—-F —T—F
HK$°000 HK$'000
FET FHET
Short-term employee benefits HHREBEREA 859 774
Post-employment benefits BER 2R A 14 12
873 786
Total remuneration is included in “staff costs” (see note FimmEH N B TRA] (R
7(b)). 7(0)) °
Balances with related parties are disclosed in the (b) HEEEALTHBE Y EATERITIEIA
statements of financial position and in notes 19, 21 and 24. MR NMIFE19 21 %24 °
EVENTS AFTER THE REPORTING PERIOD 35 MEHREER

35

36

114

Save as disclosed elsewhere in the consolidated financial

statements, the Group does not have other significant events

after the end of the reporting period.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to

current year's presentation.

As a result of the share consolidation which was completed after

the end of the reporting period, the loss per share for the year

ended 31 December 2011 has been restated.
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37 ACCOUNTING ESTIMATES AND

JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

The selection of critical accounting policies, the judgements and
other uncertainties affecting application of those policies and the
sensitivity of reported results to changes in conditions and
assumptions are factors to be considered when reviewing the
consolidated financial statements. The principal accounting
policies are set forth in note 2. The Group believes the following
critical accounting policies involve the most significant
judgements and estimates used in the preparation of the
consolidated financial statements.

(a) Impairment loss on intangible assets

If circumstances indicate that the carrying amount of
intangible assets may not be recoverable, these assets
may be considered "“impaired” and an impairment loss may
be recognised in the statement of comprehensive income.
The carrying amounts of these assets are reviewed
periodically in order to assess whether the recoverable
amounts have declined below the carrying amounts. These
assets are tested for impairment whenever events or
changes in circumstances indicate that their recorded
carrying amounts may not be recoverable. When such a
decline has occurred, the carrying amount is reduced to
recoverable amount.

The recoverable amount is the greater of the fair value less
costs to sell and the value in use. In determining the value
in use, the expected cash flows generated by the asset are
discounted to their present value, which requires significant
judgement relating to the level of future revenue and the
amount of service costs. The Group uses all readily
available information in determining an amount that is a
reasonable approximation of the recoverable amount,
including estimates based on reasonable and supportable
assumptions and projections of software revenue and the
amount of service costs, and discount rate.

37.

EEHEE R A B

BEt RAE SR EETHG  LABEL
BEEMAR (BREXLBERTERKE
B IEIEET) BRI

EEHGEAVBHREAN  FEEREEAS
AABCRHER  FESBRERSEER
HIgh R B N EERE R - ARPT2WMESR
EERFIXBEARBREDTE - T2F
SRR ENME2 - AEERBE - TIEX
BETREY R RER A M RKRE A
MR B KB -

(a) BEEERERRE
WERBEREVEEZREET—E
BEHWE - MIZEEEXLT RS
[ERE]  AREERERERRE
EBR - 2FEEZREESENR
& ARHA RSB EE R EHREE
REEHEE - BEREFHHEHER
BEZEARKEHET—EA TR
B - AleptaEEEETTRIER -
BHR LA TRIERE  REEESR
ERREEE -

A E & B AN T ERBEEKRAEKE
REEZERSE BEEREER -
EMEEES 2RERENTRER
HE - MEBERERL KRR S %R
SRR RRIEHERHET - REBIE
R—oABEzER  BEERES
BRIENBZER  BRREBEAEN
BHZBREIEA  EEtE s K
BRGNS FEARITIRE o
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37 ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

116

(b)

(c)

(d)

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating units
to which goodwill has been allocated. The value in use
calculation requires the directors to estimate the future
cash flows expected to arise from the cash-generating unit
and a suitable discount rate in order to calculate present
value. Details of the impairment loss calculation are set out
in note 16.

Deferred tax assets

Deferred tax assets are recognised for unused tax losses.
As these deferred tax assets can only be recognised to the
extent that it is probable that future taxable profits will be
available against which the unused tax benefits can be
recognised, management’s judgement is required to
assess the probability of future taxable profits.
Management's assessment is constantly received and
additional deferred tax assets are recognised if it becomes
probable that future taxable profits will allow the deferred
tax assets to be recovered. Details of the nature and
carrying amounts of deferred tax assets are disclosed in
note 25.

Impairment losses on trade and other
receivables

Impairment losses on trade and other receivables are
assessed and provided based on management'’s regular
review of ageing analysis and evaluation of collectability. A
considerable level of judgement is exercised by the
management when assessing the credit worthiness and
past collection history of each individual customer. Any
increase or decrease in the impairment losses for bad and
doubtful debt would affect the consolidated statements of
comprehensive income in future years.

Aurum Pacific (China) Group Limited ¢ Annual Report 2012

37. BT AT RHAE (&)

(b)

(c)

(d)

EERE

EERELTRER  AHEDIKE
BrReEFBEUEBEEELR
Bt SHEGEREER - EFAMEE
HWRERSELEMLZRERER
BEIRE - AHERE - BERE
SRR RN A

EERBEE

BERIAE EBL R BRI B R
R AMNEENIREEETERB RE
B A - SARER AR BRI IRR A A
BN TR - EEEAMN S ARKR
7ok 1) 28 1 BE 0 1 th VB © fi K2R
RBENESELEHRAEEN T
@ - RIEIEEE HETTRE - LHER
BIMNEILERIREE - BRARLEHIAE
EH M E IR E R 5 R R 25 8

B

FE WS AR R 2 L At B UL RR TR 2 R
ER5E

JRE AT P 3R e L A R LR R TR 2 R TS
B DIRIBEERE EHEMARE O
RS s A R OR 2 AT REME T A
A R - REHEERIRP ZEE
FOBENGRRHER - BIEEESELX
EHE o RIERREB B ERE
B BEHARRBFEzHFA2EKR
KRB E



NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS

e MR

(Expressed in Hong Kong dollars)  (LAFBTTIIR)

38 POSSIBLE IMPACT OF AMENDMENTS, NEW

STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31 DECEMBER 2012

Up to the date of issue of these consolidated financial
statements, the HKICPA has issued a number of amendments
and new standards which are not yet effective for the year ended
31 December 2012 and which have not been adopted in these
consolidated financial statements. These include the following
which may be relevant to the Group:

38 BE-—B——F+=-A=+-—
HLEFECEMEHRERZ
B - MEARBEBZEER

EERSHRAMBHRRFERN  Bhe
TR A D EMZIRERT R ER] - ER
BE_ T —F+t-_A=1—HLFEH
RER > RIBERRBNZEEETBR

KA ATRAREAEERRENZSTE
al:

Effective for
accounting periods
beginning on or after

EUTEHR 2 ERBZ
BHBENR
Amendments to HKAS 1, Presentation of financial statements 1 July 2012
— Presentation of items of other comprehensive income
ERGTERE 1R 2ER]  [MBHRERZ2® —E-_F+H—H
— Hiv2EWKEIEBE 2271

HKFRS 10, Consolidated financial statements 1 January 2013
ERMIBEHREERFE 105 @ [HEMBHRE] —E-=F—H—AH
HKFRS 11, Joint arrangements 1 January 2013
ERBMBRELERNE N5 - [BE L8] —E-=F—H—H
HKFRS 12, Disclosure of interests in other entities 1 January 2013
BARBMBHmEENE 125 [BREREMERE 2] —ET—=%—H—H
HKFRS 13, Fair value measurement 1 January 2013
BAMBREENE 1IN - [AFEFNE] —ET—=%—H—H
HKAS 27, Separate financial statements (2011) 1 January 2013
BBGHERE275% - [BUMBHRERI(ZE——F) —ET—=%—H—H
HKAS 28, Investments in associates and joint ventures 1 January 2013
BERGHENE28  [RBERARIREEREIRE] —E-=%—H—H
Revised HKAS 19, Employee benefits 1 January 2013
BERGTERFE 195 (KE5]) - [EEFIE] —E-=F—-H—H
Annual improvements to HKFRSs 2009-2011 Cycle 1 January 2013
—ERNEFE R —FRMCFELESD —E-=%—H—AH

Amendments to HKFRS 7, Financial instruments: Disclosures
— Disclosures — Offsetting financial assets and financial liabilities
BEAMBHREENE TR 2B [T E - #E — K&
—RESREELERAE]
Amendments to HKAS 32, Financial instruments: Presentation
— Offsetting financial assets and financial liabilities
ERGHENEIR2R 2] - [e8IE - 27
—REEREELRERAE]
HKFRS 9, Financial instruments

FEMBHREEREIR  [ERTA

1 January 2013

—ET—=%—H—H

1 January 2014
—mWF—HA—H

1 January 2015
—hF—H—8
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(ABTTIIR)

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31 DECEMBER 2012 (Continued)
The directors have confirmed in writing that the Group is in the
process of making an assessment of what the impact of these
amendments is expected to be in the period of initial application.
So far it has concluded that the adoption of them is unlikely to
have a significant impact on the consolidated financial statements
except for the following:

Amendments to HKAS 1, Presentation of financial
statements — Presentation of items of other
comprehensive income

The amendments to HKAS 1 require entities to present
separately the items of other comprehensive income that would
be reclassified to profit or loss in the future if certain conditions
are met from those that would never be reclassified to profit or
loss. The Group's presentation of other comprehensive income
will be modified accordingly when the amendments are adopted
for the first time.

HKFRS 10, Consolidated financial statements

HKFRS 10 replaces the requirements in HKAS 27, Consolidated
and separate financial statements relating to the preparation of
consolidated financial statements and HK-SIC 12 Consolidation
— Special purpose entities. It introduces a single control model
to determine whether an investee should be consolidated, by
focusing on whether the entity has power over the investee,
exposure to variable returns from its involvement with the
investee and the ability to use its power to affect the amount of
those returns.

The application of HKFRS 10 is not expected to change any of
the control conclusions reached by the Group in respect of its
involvement with other entities as at 1 January 2013. However, it
may in the future result in investees being consolidated which
would not have been consolidated under the Group's existing
policies or vice versa.
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e BHRRME

(Expressed in Hong Kong dollars)  (LAFBTTIIR)

38 POSSIBLE IMPACT OF AMENDMENTS, NEW 38 BZ=-Z——-—f+ZHA=+-—

STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31 DECEMBER 2012 (Continued)
HKFRS 12, Disclosure of interests in other entities

HKFRS 12 brings together into a single standard all the disclosure
requirements relevant to an entity’s interests in subsidiaries, joint
arrangements, associates and unconsolidated structured entities.
The disclosures required in HKFRS 12 are generally more
extensive than those required in the current standards. The
Group may have to make additional disclosures about its
interests in other entities when the standard is adopted for the
first time in 2013.

HKFRS 13, Fair value measurement

HKFRS 13 replaces existing guidance in individual HKFRSs with a
single source of fair value measurement guidance. HKFRS 13
also contains extensive disclosure requirements about fair value
measurements for both financial instruments and non-financial
instruments. HKFRS 13 is effective as from 1 January 2013, but
retrospective adoption is not required. The Group estimates that
the adoption of HKFRS 13 will not have any significant impact on
the fair value measurements of its assets and liabilities, but
additional disclosures may need to be made in the 2013 financial
statements.
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FIVE-YEARS FINANCIAL SUMMARY

EFNBRE

For the year ended 31 December

BEt-A=t-HLEE

2012 2011 2010 2009 2008
—E-—fF T ZIT-TF —TTNF ZTTN\F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FET FHET TET TET
RESULTS ES
Turnover from continuing and SERDKREE
discontinued operations ES A 3 97 7,019 38,892 36,941 18,582
(Loss)/profit before income BRETERF XA
tax expense (&518),/ &7 (5,845) (2,987) 694 12,216 (9,564)
Income tax expense PrS TR < - (115) (575) (346) (147)
(Loss)/profit for the year FE(BB)/&H (5,845) (3,102) 119 11,870 (9,711)
Attributable to: AT AL FER -
Owners of the Company V/NETEZ Z=DN (5,845) (3,102) 119 11,870 (9,711)
Non-controlling interests JEFEAR R — _ _ _ _
(5,845) (3,102) 119 11,870 (9,711)
Restated Restated Restated Restated
E]l ER] Edl E]
(Loss)/earnings per share S (E18),/BF
Basis (HK cents) EAR B (5.85) (3.10) 0.12 11.88 (9.72)
Diluted (HK cents) B8 (B4 N/ARER NATEAR NATER NATEAR NATEAR
ASSETS AND LIABILITIES EERER
Total assets BELE 34,459 5,517 12,014 11,405 34,939
Total liabilities BEEE (42,782) (10,070) (13,465) (11,580) (49,803)
(8,323) (4,553) (1,451) (175) (14,864)
Total equity attributable to RARIERA
owners of the Company JEIG R AR (8,323) (4,553) (1,457) (175) (16,340)
Non-controlling interests FEE Rt e - — — — 1,476
(8,323) (4,553) (1,451) (175) (14,864)
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