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Chairman’s Statement & Management Discussion and Analysis

TEEREUAREEERER 7 M

On behalf of the Board of Directors, | would like to present the
annual report of the Group for the year ended 31 December 2009.

BUSINESS REVIEW AND PROSPECTS
FINANCIAL RESULTS

The Group's audited consolidated net loss for the year was
HK$61.61 million (2008: net loss of HK$274.30 million). The net
asset value of the Group increased from HK$225.28 million as
at 31 December 2008 to HK$408.40 million as at 31 December
2009. The net loss is mainly attributed to the profits from securities
trading transactions, recovery of doubtful debts and set off by
cost of shares base payments in relation to the issuance of share
options and the impairment on the investment in an associate.

FINAL DIVIDEND

The Board of Directors does not recommend the payment of a final
dividend for the year.

BUSINESS REVIEW
Tianjin Motor Business

The Group acquired 50% equity interest in Tianjin Kai Sheng
Automobile Service Co., Ltd (“Kai Sheng"”) on 11 October
2007. Kai Sheng and its subsidiaries operated automobile sales
and repair centers in Tianjin city, the PRC. Since Kai Sheng and
its subsidiaries obtained permission to conduct the sales and
repair services of Zhengzhou Nissan under the authorisation of
Zhengzhou Nissan Automobiles Sales Company Limited, the sales
volume increased, cost of the operation trimed-down and overall
performance improved. During the year under review, Kai Sheng
and its subsidiaries still incurred loss in the operation and had
no contribution to the Group. After the year end, various news
regarding factory defects and safety problem on Japan’s brand
motor vehicles reveals on the global motor vehicle market. These
news affected the market demand and the sales of Kai Sheng. It
is expected that the performance of Kai Sheng will face a great
challenge in the coming year.
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Chairman’s Statement & Management Discussion and Analysis
FTEHREUREEERAR N

Logistic Services

The Group invests 40% issued share capital of Golden Fame
International Investments Group Limited (“GFIIGL") since 13
September 2007. GFIIGL provides various logistic services in
Hong Kong and the PRC including third party logistics, freight
forwarding, supply chain management, river trade shipping and
terminal stevedoring. During the year under review, the overall
profits of GFIIGL increased despite the global economic recession
and downturn on cargo volume, GFIIGL has made approximately
HK$3.69 million contribution to the Group results. It is expected
that GFIIGL will has slight increase in her performance amid a
global economic recovery.

Trading of Securities

The Group invested its surplus cash in Hong Kong listed securities.
The Hong Kong stock market has undergone a recovery from the
global financial tsunami. During the year, the Group received gross
proceed of HK$202.04 million from disposal of trading securities
with carrying value of HK$159.71 million at the time of disposal,
and recorded a realised profit of approximately HK$42.33 million.
In addition, the Group recorded an unrealised profit of HK$26.84
million from change in fair value of the trading securities held at
the end of the reporting period.

Money Lending Business

The Group has used its surplus cash to fund a money lending
business through its indirect wholly-owned subsidiary, Forefront
Finance Co., Limited. During the year, Forefront Finance Co.,
Limited had recovered all outstanding principal amount of
HK$27.5 million together with all outstanding interest which was
defaulted by Tack Fat Group International Limited (Stock code
928) in year 2008 as well as recovered certain outstanding loans
of total amount of HK$30.84 million which were fully provided as
doubtful debts for the year ended 31 December 2008. For the year
ended 31 December 2009, Forefront Finance Co., Ltd contributed
HK$4.19 million interest income to the Group.
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Chairman’s Statement & Management Discussion and Analysis

TEEREUAREEERER 7 M

Carbon Fiber Business

During the year under review, the Group through its indirect wholly
owned subsidiaries invested 42.86% in the registered share capital
of RERBFEMAE (FF)BMR QA (Tinhua Excel Way Special
Fiber (Xintai) Co.,Ltd (“Tinhua"”). The business scope of Tinhua
includes the sale and production of polyacryloitrile based carbon
fiber precursor, carbon fiber, carbon fiber prepreg and other special
fiber. The production was originally expected to commerce in the
first quarter of year 2010. The Group considers the operation
of the carbon fiber project should require substantial amount of
bank borrowing, however, Tinhua's application for the loan facility
of RMB300 million need to undergoing lengthy administrative
procedures, and Tinhua has not received any banking facilities for
financing the carbon fiber project. Given the uncertainties in the
investment in Tinhua, the Group has explored the possibility of
reducing the capital contribution in Tinhua and has discussed with
the JV partner, however, no agreement between the Group and
the JV partner has been reached in this connection. Since then
the Group has not received any notification from the JV partner
in relation to any further capital contribution requirement that
should be made by the Group or agreement for the reduction
of capital contribution. On 14 April 2010, the directors of Excel
Way Investments Ltd. (“Excel Way"), an indirect wholly-owned
subsidiary of the Group and holds an aggregate of 42.86% in
Tinhua resolved to place Excel Way into voluntary liquidation
pursuant to Section 228A of the Companies Ordinance of Hong
Kong. Mr. Fok Hei Yu and Mr. Roderick John Sutton, both of Ferrier
Hodgson Limited, were appointed provisional liquidators of Excel
Way on the same day to preserve and ascertain the residual value
of the Company’s investment in the associate company. Taken
into accounts the possibility of recovering the residual value is
low, impairment loss of HK$158.50 million had been made on the
Group's interest in Tinhua.
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Chairman’s Statement & Management Discussion and Analysis

TEEEUAREEERER

FINANCIAL REVIEW
Liquidity, financial resources, borrowing and gearing ratio

The Group financed its operation largely through internal cash
resources and fund raising activities. As at the balance sheet date,
the cash balance was approximately HK$134.61 million (2008:
HK$64.15 million) . The increase in cash balance was primarily
from issuance of option shares, placing exercises and issuance
of convertible bonds during the year. The Group had HK$84.46
million liability portion of convertible bonds outstanding as at
31 December 2009 (as at 31 December 2008. interest bearing
borrowings of HK$27.27 million). The Group’s gearing ratio,
calculated as total borrowings divided by net assets, is stated at
20.68% (2008: 12.11%). As at 31 December 2009, the Group's
net assets value amounted to approximately HK$408.40 million
(as at 31 December 2008: HK$225.28 million) with total assets
approximately HK$521.46 million (as at 37 December 2008:
HK$270.36 million). Net current assets were approximately
HK$454.56 million (as at 31 December 2008: HK$185.74 million)
and the current ratio was 16.89 times (as at 37 December 2008:
5.12 times).

Capital Structure

On 15 May 2009, the Company issued a HK$100 million
convertible notes to the vendors as a consideration for the
purchase of Shinning Global Worldwide Limited. Shinning Global
Worldwide Limited holds 49% interest in Excel Way Investments
Limited, which in turn holds 42.86% interest in XZEx E S EH
# (¥13=) BB A A (Tinhua Excel Way Special Fiber (Xintai) Co.,
Ltd. The business scope of Tinhua includes the sale and production
of polyacryloitrile based carbon fiber precursor, carbon fiber,
carbon fiber prepreg and other special fiber. Up to 1 June 2009,
the HK$100 million convertible notes were fully converted at
conversion price of HK$0.19 and the Company issued 526,315,789
shares regarding the conversion.

On 18 June 2009, the Company through a placing agent to place
227,270,000 shares to independent investors at the placing price
of HK$0.25 per share. The placing was completed on 25 June
2009. The Company received a net proceed of approximately
HK$55.34 million from the subscription which was used for
general working capital of the Group.
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Chairman’s Statement & Management Discussion and Analysis

TEEREUAREEERER 7 M

As announced by the Company on 12 August 2009, the Company
proposed to have a capital reorganisation, the nominal value of the
issued shares of the Company be reduced from HK$0.10 each to
HK$0.02 each by cancelling a sum of HK$0.08 from the paid-up
capital on each issued share of the Company by way of a reduction
of capital and every five issued reduced shares of the Company
of HK$0.02 each be consolidated into one adjusted issued share
of the Company of HK$0.10 each. Subject to the completion of
the capital reorganisation, the Company carried out a Rights Issue
of five Rights shares for every two adjusted shares at subscription
price of HK$0.28 per Rights share.

The capital reorganisation completed on 23 December 2009.

The Rights Issue completed on 17 February 2010. The Company
issued 1,098,461,165 shares for the Rights issue and a net
proceeds of HK$299.88 million was received by the Company.

On 20 August 2009, the Company through a placing agent
to place 337,988,721 shares to independent investors at the
placing price of HK$0.11 per share. The placing was completed
on 9 September 2009. The Company received a net proceed of
approximately HK$36.16 million from the subscription which was
used for general working capital of the Group.

On 14 September 2009, 168,990,000 shares were granted to
qualified participants under the share option scheme at an exercise
price of HK$0.133 per ordinary share of HK$0.1 each. The share
options were fully exercised on 14 September 2009. The Company
received proceeds of approximately HK$22.47 million.

On 17 December 2009, the Company successfully placed HK$110
million convertible bonds with options to subscribe for further
HK$110 optional convertible bonds. A total of HK$110 million
convertible bonds had been converted on 11 February 2010 at an
adjusted conversion price of HK$0.339 per share. The Company
issued 324,483,760 shares regarding the conversion.
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Chairman’s Statement & Management Discussion and Analysis
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Foreign Currency Exposure

The Group is not subject to foreign currency exposure since its
operations are mainly denominated in Hong Kong dollars.

Pledge of Assets

As at 31 December 2009, the Group deposited approximately
HK$558,000 (2008: HK$1,567,000) as collateral to satisfy
contingent warranty and delivery obligations in relation to certain
previous sales contracts.

PROSPECT

On 24 March 2010, the Company entered into a Sale and Purchase
Agreement with Grace Shine Investments Limited (a non-wholly
owned subsidiary of Willie International Holdings Limited (stock
code 273) to purchase all the issued shares of Perfect Time
Investments Limited and the shareholder’s loan for a consideration
of HK$100,000,000, which will be completely satisfied by the
issuance of 400,000,000 shares of the Company at HK$0.25 per
share. Perfect Time Investments Limited holds a land use right of
a 20-storey composite building known as Jifu Plaza with a gross
floor area of 10,521.32 square meters situated at No.103 Shibapu
Road, Liwan District, Guangzhou City, Guangdong Province, the
PRC. Subject to the approval of the transaction by independent
shareholders at the EGM of the Company and completion, the
acquisition would improve the Group’s revenue base by having
a regular rental income from the property. It would also help the
Group to take this opportunity to participate in the fast-growing
PRC property market and realise capital gain on the property when
opportunity arises.
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Chairman’s Statement & Management Discussion and Analysis
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On 9 April 2010, Regent Square Limited, an indirect wholly-
owned subsidiary of the Company, entered into an agreement
with Mascotte Holdings Limited (stock code 136), to purchase the
entire share capital of Richful Zone International Limited at an
aggregate consideration of HK$79,200,000, which will be satisfied
by the issue of 330,000,000 shares of the Company at HK$0.24
per share. Richful Zone International Limited, through its wholly-
owned subsidiary, Allied Loyal International Investments Limited,
owns 50% of the concession rights and interests in respect of 3
three parcels of forest land located in Simao District, Puer City,
Yunnan Province, the PRC, with a total site area of approximately
36,735 Chinese Mu. Subject to the completion of the acquisition,
the acquisition will provide a good opportunity for the Group to
participate in forest harvesting and timber processing also allows
the Company to diversify from its existing business.

EMPLOYEES, REMUNERATION POLICY AND
RETIREMENT BENEFIT SCHEME

As at 31 December 2009, the Group had 17 employees, 15 of
these employees were located in Hong Kong and 1 were in PRC
and 1 in Macau. The policy of employee remuneration, bonus,
share option scheme and training are commensurate with
performance and comparable to the market rate. The Group is
committed in offering staff training courses to its employees.
External training may be provided when necessary. The Group
contributes to a Mandatory Provident Fund under the Hong Kong
Mandatory Provident Fund Schemes Ordinance.

CONTINGENT LIABILITIES

Details of the Group's contingent liabilities as of 31 December
2009 are set out in note 30 to the financial statements.

Yeung Ming Kwong
Executive Director
Hong Kong

23 April 2010
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EXECUTIVE DIRECTORS

Mr. Yeung Ming Kwong, aged 51, Acting Chairman of the
Company. Formerly an executive director and CEO of Wah Lee
Resources Holdings Limited and executive director of Goldwiz
Holdings Limited. He has over 20 years of experience in import and
export trading and investment business in the PRC.

Ms. Lo Oi Kwok, Sheree, aged 41, holds an EMBA from Cheung
Kong Graduate School of Business and a Bachelor’s Degree of Arts
from York University, Canada. She has over 10 years of experience
in business development and investment. She was an executive
director of Goldwiz Holdings Limited from May 2006 to January
2007.

Mr. Ting Wing Cheung, Sherman, aged 52, holds a Bachelor of
Arts Degree from the University of Windsor, Canada. He has over
20 years of experience as managing director of an automobile
accessories and consumer household product manufacturer. Mr,
Ting is an expert in industrial safety design and in the managing
and planning of large manufacturing facilities.

Mr. Wen Louis, aged 75, holds a Bachelor of Engineering degree
from the City University of New York, USA. An Executive Director
of Forefront International (Hong Kong) Limited (“FIHK") from
1993 to 1997 and General Manager of FIHK since August 2005.
Mr. Wen has extensive experience in engineering, marketing, and
advertising from previous positions at J. Walter Thompson Co. and
Dow Jones International Marketing Services in the United States.
Mr. Wen is also an independent non-executive director of Wille
International Holdings Limited (Stock Code: 273) effective from 22
April 2009.
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Mr. Zhuang You Dao, aged 57, graduated from The Institute of
Operation Management of China (# B 4% & & 12 £ 7 ) majoring
in corporate management. Mr. Zhuang has over 30 years of
experience in the automobile industry. Chairman of Tianjin Kai
Sheng Automobile Service Co. Ltd. ( KZEYBAEHEGR
‘A7) and general manager of Tianjin Jinri Automobile Sale &
Service Company Limited (XEZH FEHFERBBERDA) . Mr.
Zhuang is a senior consultant of Shenzhen Lan-you Technology
Co., Ltd. ORIYIEER B EBR A7), a developer of automobile
industry management software. Mr. Zhuang is an executive of the
Chamber of Industry and Commerce of Tinjin Xiging District, a
special procurator of the First Branch of the People’s Procuratorate
of Tianjin Municipality and a representative of the 14th Session of
People’'s Congress of Tianjin Hedong District.

INDEPENDENT NON EXECUTIVE DIRECTORS

Mr. Chung Yuk Lun, aged 49, a fellow member of the Association
of Chartered Certified Accountants, an associate member of
The Hong Kong Institute of Certified Public Accountants and an
Associate Chartered Accountants (England and Wales). Mr. Chung
has over 20 years of experience in finance and project investment.
He is an executive director and Chairman of Radford Capital
Investment Limited (stock code: 901), an executive director of Ming
Fung Jewellery Group Limited (stock code: 860), an independent
non-executive director of Heritage International Holdings Limited
(stock code: 412) and an independent non-executive director of
Ruyan Group (Holdings) Limited (stock code: 329).

Ms. Lam Yan Fong, Flora, aged 34, holds a Bachelor Degree in
Law from the University of Hong Kong in 1999 and a Postgraduate
Certificate in Laws from the University of Hong Kong in 2001. Ms.
Lam is a practicing solicitor in Hong Kong.
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Mr. Pak William Eui Won, aged 30, is currently working in
Hennabun Capital Group Limited. He holds a Master of Laws
degree in U.S. taxation from the University of Washington School
of Law, a Juris Doctor’'s degree from the University of British
Columbia Faculty of Law and an Economics and Commerce degree
from the University of British Columbia Faculty of Arts. Mr. Pak is
an attorney licensed by the New York State Bar and is a member
of the New York State Bar Association and the American Bar
Association. He was a lawyer in the investment funds practice
at White & Case’s New York and Hong Kong offices. He has
substantive experience in the establishment and representation
of both U.S. and international private investment funds including
private equity funds, hedge funds, real estate funds, distressed
funds and hybrid funds. Investors in such funds have included
U.S. tax exempt and ERISA investors, U.S. taxable investors and
various other non-U.S. investors. He has acted for fund sponsors,
fund managers, placement agents and investors from the United
States, Europe, the Middle East and Asia. Prior to joining White &
Case, Mr. Pak worked in the mergers & acquisitions department
in the San Francisco office of Ernst & Young where he provided
transactional tax advisory services for mergers and acquisitions,
reorganizations, and spin-offs involving private equity funds, U.S.
corporations, partnerships, LLCs and foreign entities.
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The directors herein present their report together with the
audited consolidated financial statements of the Company and its
subsidiaries for the financial year ended 31 December 2009.

PRINCIPAL ACTIVITIES

The Company is an investment holding company, and through its
subsidiaries and associates is principally engaged in the business
of selling and distribution of Nissan motor vehicles, operation of
the Nissan 4S shops, provision of heavy motor vehicle repair and
maintenance services in the PRC; provision of logistic services in
Hong Kong and the PRC; manufacturing of carbon fiber in the
PRC; properties investments; securities trading and money lending
business. Other activities and particulars of the Group's subsidiaries
are set out in note 16 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2009, the five largest customers
accounted for approximately 98.07% of the Group’s turnover
in respect of the money-lending business and the sole securities
trading service provider of the Group accounted for 100% of the
Group’s service costs in relation to the securities trading business.
The largest customer accounted for approximately 74.40% of the
Group's turnover in respect of the money-lending business.

At no time during the year did a director or a shareholder of the
Company (which the knowledge of the directors of the Company
owned more than 5% of the Company’s issued capital) have any
material interest in any of the Group's largest customers.

RESULT AND DIVIDENDS

The Group's loss for the financial year ended 31 December 2009
and the state of affair of the Company and of the Group at
the date are set out in the financial statements on pages 34 to
pages 114. The directors do not recommend the payment of any
dividend.

SUBSIDIARIES

Particulars of the Company’s principal subsidiaries are set out in
note 16 to the financial statements.

14 FOREFRONT GROUP LIMITED B A £ @B R 2 8

EXEHREARANMEMEAREBE-T
ENF+ A=+ —BHIEMRFEZFHREK
REZIREMBHRE -

EFEXRH

AABR—HREZERAR] BBEMB AR
EBERRTEREHERDHEAEE
REREASE RPEREELIEHERS
R REERPEERDARS RHBER
AEBENE AR ZEMESMFBEHRYB
WAMIFET6

FEEFRMER
HE_ZTAF+_A=Z+—HLEFE AKX
BRI A EBERER S X£5498.07%
MAKEFSFEERBE —HEMEAER
BHREBEBHREKAEI0% - ZAEP
HIEREEEREBEEENT4.40% ©

REREMER AR AEFRRE (BAL
AEE A A AL FE TR A% L
#)BENAEEEAEARS R RAETE
Kia o

EBRRKRE
AEBHZE-_ZTZNF+_A=1+—HLH
BEEZEBEEMAQRERAERRZHE 2%
BN NEMETNABE 7B HRR - T
TEZ RIS

ft B A 7]
ARARIEBHEBRRZFBHN Y EREMN
£F16 °



PROPERTY, PLANT AND EQUIPMENT AND
INVESTMENT PROPERTIES

Details of movements in property, plant and equipment during the
year are set out in note 11 to the financial statements.

SHARE CAPITAL AND SHARE OPTION

Details of movements in share capital and share option scheme of
the Company are set out in notes 24 and 25 respectively to the
financial statements.

CONVERTIBLE SECURITIES, OPTION, WARRANTS
OR OTHER SIMILAR RIGHTS

Details of movements in convertible securities of the Company are
set out in note 21 respectively to the financial statements.
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PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
Articles of Association and the laws in the Cayman Islands, which
would oblige the Company to offer shares on a pro rata basis to its
existing shareholders.

PURCHASE, SALES OR REDEMPTION OF SECURITIES

During the year ended 31 December 2009, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
Company's listed securities.

RESERVES

Movements in the reserves of the Company during the year are
set out in note 26 to the financial statements. The surplus in
distributable reserves of the Company as at 31 December 2009
amounted to approximately HK$233,541,000 (2008: deficit of
HK$115,770,000.)

FIVE YEARS SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on pages 115 and
116 of the annual report.
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CONNECTED TRANSACTIONS

Certain related party transactions disclosed in note 32 to

the consolidated financial statements constituted connected

transactions under Chapter 14A of the Rules Governing the Listing

of Securities on The Stock Exchange of Hong Kong Limited (the

"Listing Rules”). Details of connected transactions are as follows:

1)

Subscription Agreement

On 26 August 2008, Ready Capital Limited, an indirect
wholly-owned subsidiary of the Company, entered into a
subscription agreement with Excel Way Investments Limited
("Excel Way") and Mr. Yeung Ming Kwong (“Mr. Yeung"),
an executive director and the acting chairman of the Company
who holds 51% of the issued share capital of Shinning
Global Worldwide Limited (“Shinning Global”) which in
turn wholly-owns Excel Way. Excel Way agreed to allot and
issue and Ready Capital Limited agreed to subscribe share
representing 51% of the enlarged issued share capital of
Excel Way at an aggregate consideration of US$11 million.
Excel Way holds 42.86% of the registered capital of Tinhua, a
manufacturer of polyacrylonitrile based carbon fiber precursor,
carbon fiber, carbon fiber perpreg and other special fiber. As
Mr. Yeung is the acting chairman and an executive director of
the Company and a connected person of the Company, the
subscription agreement constitutes a major and connected
transaction for the Company and is subject to the approval
of independent shareholders of the Company at an EGM.
The transaction was approved at EGM of the Company on
15 October 2008 and completed at a revised consideration
of US$7.5 million through a supplemental subscription
agreement on 6 April 2009.
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2)

Acquisition of Shinning Global

On 6 April 2009, Harvest Peace Limited, an indirect wholly
owned subsidiary of the Company, entered into a conditional
sale and purchase agreement with Mr. Yeung and Mr. Zhang
Hua (“Vendors”) pursuant to which the Vendors agreed to
sell and Harvest Peace Limited agreed to purchase the entire
issued share capital of Shinning Global at a consideration
of HK$100 million, which is to be satisfied by the issue of
the convertible notes by the Company to Mr. Yeung. On
completion to the acquisition, the Company will indirectly
own the entire issued share capital of Excel Way. As Mr.
Yeung is the acting chairman and an executive director of
the Company and a connected person of the Company, the
conditional sale and purchase agreement constitutes a major
and connected transaction for the Company and is subject
to the approval of independent shareholders at the EGM of
the Company. The acquisition was approved at EGM of the
Company on 15 May 2009 and completed on 18 May 2009.
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3)

Loan Agreement

On 14 December 2009, a loan agreement entered into
between Crown Creation Limited, an indirect wholly owned
subsidiary of the Company, and XEM ol TE#EHR Q7
(Tianjin Kai Sheng Automobile Service Company Limited), an
associated company of the Company for which the Company
indirectly owns 50% equity interest, pursuant to which Crown
Creation Limited agreed to lend HK$12,500,000 to K& gl
BABEREERAR

Company Limited) for financing its business operation in the

(Tianjin Kai Sheng Automobile Service

PRC. The Loan was guarantee by Mr. Zhuang You Dao, an
executive Director of the Company. As KEM B TH LS
BRAF

Limited) is a connected person of the Company under Listing

(Tianjin Kai Sheng Automobile Service Company

Rules, the provision of loan constitutes a discloseable and
connected transaction, which is subject to independent
shareholders’ approval. On 19 January 2010, the relevant

resolution was duly passed at the EGM of the Company.

On 29 January 2010, parties entered into a supplemental
agreement for the minor alterations of the loan agreement,
which had the effect of (i) extending the repayment date to
the date falling six months after the date of drawing or on
31 December 2010; and (ii) possibly shortening the actual
lending period of the loan through amending the repayment
date to the date falling six months after the date of drawing
or on 31 December 2010, whichever being the earliest.

Subsequent to the supplement agreement and before drawing
of the loan, KZ2M LB FHLEBIR QA (Tianjin Kai Sheng
Automobile Service Company Limited) informed the lender
that they had no immediate funding requirement. Parties then
entered into a termination agreement on 5 February 2010.

3)

Report of the Directors

EEEHRE

EXRHE
RZTZEAF+ZA+MA AR FM
# 2 &M B A & Crown Creation Limited
HEARNRBERRREMY B THLEE
BRAR (XARAR)EEHESB E50% %)
I B 3 It - Crown Creation
Limited R E (AR ET B RBEHEHIR
N A& H112,500,00058 7T - A H B %
BEERBES ZEERBARTH
TEZTHRBEEER-ARKZEM
BREEEBRARALTRATAR
AlZEEAT RHEFRERK—HEET
WENEER S  BEBYREE R
—E-ZTF-A+IB HEEREERE
RARNFRRFAE LEEX AR

RZZE-—ZF-AZ+NB FTHEF5
Bt B IS ET L e - BAG)
SRR B EEE N H B < @ A
BRAX T -ZEFT_A=+—H: K
(i) 8 1 & B B ] R ER B BRI R 5T m
NMAAERSI ZE—ZEF+_A=+—
HARREERE) BrAIBERERE
TRER -

RET &R EXMERA - K2
MY BIEEEERATNANEERAR
VENBESHTR - AINETERRZ
T-TF _ARBRIMEIEHE-

ANNUAL REPORT 2009 —EZ h £ F# 19



Report of the Directors

EEEHRE

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The directors who held office during the year and up to the date of
this report were:

Executive Directors

Mr. Yeung Ming Kwong

Ms. Lo Oi Kwok, Sheree

Mr. Ting Wing Cheung, Sherman

Mr. Wen Louis

Mr. Zhou Qi Jin (Removed on 20 November 2009)

Mr. Zhuang You Dao

Independent Non-Executive Directors

Mr. Chung Yuk Lun
Ms. Lam Yan Fong, Flora
Mr. Kwong Wai Tim, William (Resigned on 3 September 2009)

Ms. Swartz Kristi Lynn (Resigned on 29 December 2009)

Mr. Pak William Eui Won (Appointed on 28 December 2009)

In accordance with Article 116 of the Article of Association of the
Company, Mr. Wen Louis, Mr. Zhuang You Dao and Mr. Chung
Yuk Lun will retire from office by rotation and, being eligible, offer
themselves for re-election at the forthcoming Annual General
Meeting.

In accordance with Article 99 of the Article of Association of the
Company, Mr. Pak William Eui Won, who was newly appointed by
the Board as Independent Non-executive Director will retire and,
being eligible, offer himself for re-election at the forthcoming
Annual General Meeting.

DIRECTORS’ SERVICE CONTRACTS

None of the directors proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company
which is not terminable by the Company within one year without
payment of compensation, other than statutory compensation.
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MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company was
entered into or existed during the year.

DIRECTORS’ INTEREST AND SHORT POSITIONS IN
SHARE AND UNDERLYING SHARES

As at 31 December 2009, the interests and short positions of
the Directors and the Company's chief executives in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Future Ordinance (“SFO")) which were required
to be notified to the Company and the Stock Exchange pursuant
to Division 7 and 8 of Part XV of the SFO (including interests
and short positions which they have taken or deemed to have
under such provisions of the SFO), the Model Code for Securities
Transaction by Directors of Listed Companies and which were
required to be entered in the register required to be kept under
section 352 of the SFO were as follows:

(i) Long positions in Shares
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(ii) Long positions in shares or registered capital of

(i) REBEIEz2ROIEMERT2HR

associated corporations

Name of associated

Number

of shares or
amount of
registered
capital on
associated

Approximate
percentage of
shareholding
or registered

Name of Director corporation Capacity corporation capital
A ERER
RGEE R HfERZ
EEpnR HEEEEE 8 HAMEAEHE MABE D
Mr. Zhuang You Dao Tianjin Kai Sheng Corporate interest RMB7,500,000 50%
Automobile Service
Co., Ltd
HARERE RBMIETHEERE NEER AR 50%
BRA 7,500,0007T
Mr. Zhuang You Dao Tianjin Jinri Automobile Beneficial interest RMB6,750,000 45%
Sale & Service Co., Ltd.
HRERE REZEBAEHERD EnER AR 45%
BR QA 6,750,0007T
DIRECTORS’ RIGHT TO ACQUIRE SHARES OR EEREROIEERE ZEFN

DEBENTURES

Save as disclosed in the section headed “Share Option Scheme”
below and note 21 in the financial statements, at no time during
the year was the Company or any of its subsidiaries a party to
any arrangements to enable the Directors to acquire benefits by
means of the acquisition of shares in, or debt securities (including
debentures) of, the Company or any other body corporate, neither
the Directors nor any of their spouses or children under the age of
18 had any right to subscribe for the securities or debt securities of
the Company or had exercised any such right.

22 FOREFRONT GROUPLIMITED 5 £ @ & R 2 A

BT TR AERT &) | — AN S B IS HR R Y A2
PR B E SN RFREREE AR HELE
B LR BT L EM LS REEEA
FRBEARRRREMEAMEABRE 2B
EHES (BREEER) MERNGE MEE
EEREFZRBHIT BN T FRBEES
ARBARRBSNERE 77 2 TREEF
TMEITEAE A 5% FHER o



DIRECTORS’ INTEREST IN CONTRACTS

Save as disclosed in note 12(a) to the financial statements in
respect of the subscription on shares of Excel Way Investments
Limited and acquisition of interest in Shinning Global Worldwide
Limited, no contracts of significance in relation to the Group’s
business to which the Company or any of its subsidiaries or holding
companies was a party to and in which any of the Company's
directors or members of its management had a material interest in,
whether directly or indirectly, subsisted at the end of the year or at
any time during the year.

SHARE OPTION SCHEME

The Company adopted a new share option scheme (the
“Scheme”) on 6 August 2007. Under the Scheme, the Directors
may grant options to those qualified participants (including
Directors and employees) who, in the opinion of the Board, have
contributed or may contribute to the development of the Group
and any entity in which the Group holds an equity interest. The
following table discloses movement in the Company’s share
options under the Scheme during the year.
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As at Granted Exercise As at

Category of Date of Exercise 1 January during during 31 December

participant grant price 2009 the year the year 2009

i
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Qualified allotees in 14 September 2009 HK$0.133 - 168,990,000 168,990,000 -
aggregate shares shares

BERARA (RF) “ZTAFAATEA 0.133% 7T - 168,990,000/ 168,990,000/ -

Details of the Scheme are set out in notes 25 to the financial
statements. As at 31 December 2009, no option has been granted
to any directors.
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SUBSTANTIAL SHAREHOLDER AND OTHER
PERSONS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2009, except for Get Nice Holdings
Limited, being the underwriter of the rights issue which holds
1,098,463,340 shares (250% of the issued share capital), no
persons (other than the Directors or Chief Executive of the
Company) has interests or short position in the shares and
underlying shares of the Company, being 5% or more of the
Company's issued share capital, as recorded in the register required
to be kept under Section 336 of the SFO and in accordance with
information received by the Company.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained the prescribed public float under the
Listing Rules.

CODE OF BEST PRACTICE

Principal corporate governance practices adopted by the Company
are set out in the Corporate Governance Report on pages 25 to
31.

AUDITOR

In 2007, Moores Rowland Mazars resigned and Mazars CPA
Limited was appointed as auditor of the Company. The financial
statements of the Company for the years ended 31 December
2007, 2008 and 2009 were audited by Mazars CPA Limited. A
resolution will be submitted to the forthcoming annual general
meeting of the Company to re-appoint Mazars CPA Limited as
auditor of the Group.

ON BEHALF OF THE BOARD
Yeung Ming Kwong
Executive Director

Hong Kong
23 April 2010
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Corporate Governance Report

The Company recognises that good governance standards

maintained throughout the Group serves as an effective risk

management mechanism for the Company. The Board of Directors

(the

"Board”) of the Company is committed to ensuring a high

level of corporate governance standards.

1. CORPORATE GOVERNANCE PRACTICES

The Board of the Company had adopted its own code on

corporate governance practices which incorporate all the code

provision in the Code on Corporate Governance Practices (the

“CG Code") as set out in Appendix 14 of the Rules Governing

the Listing of Securities on The Stock Exchange of Hong Kong

Limited (the "Listing Rules”). The Company will continue

to enhance the corporate governance standards throughout

the Group and ensure further standards be put in place by

reference to the recommended best practices whenever

suitable and appropriate.

2. CORPORATE MANAGEMENT

i)

Board of Directors
Composition

As the date of this report, the Board is comprised
of 8 members including 5 executive directors and 3
independent non-executive directors. The biographical
details are set out on pages 11 to 13 of this report. The
executive directors are responsible for managing the
Group’s business, including the business development,
corporate strategies and company policies.

The Independent Non-executive Directors serve an
important function to ensure that the Board maintains
high standards of financial and other mandatory
reporting standards as well as providing adequate
checks and balance for safeguarding the interest of
shareholders and the Company as a whole. For the year
ended 31 December 2009, the number of Independent
Non-executive Directors at all times exceed one-third of
the Board membership. Pursuant to the Listing Rules,
the Company has received a written confirmation from
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each independent non-executive director of his/her
independence to the Company. None of the existing
Independent Non-executive Directors of the Company
is appointed for a specific term which constitutes a
deviation from code provision A.4.1 of the CG Code,
However, one-third of the Directors of the Company
(both executive and independent non-executive)
are subject to retirement by rotation at each annual
general meeting under the Articles of Association of
the Company. The Company considers that sufficient
measures have been taken to ensure that the Company’s
corporate governance practices are in line to those of
the CG Code. The Board is comprised of professionally
qualified and diversified individuals.

Nomination of Directors

The Board as a whole is responsible for the procedures of
appointment of board members and for nominating them
for election by shareholders on the initial appointment
and thereafter at regular intervals by rotation.

Board Process

The Board meets regularly throughout the year to
discuss the overall strategy as well as the operational
and financial performance of the Group. In 2009, the
Board held 28 meetings. Individual attendance records
are set out on page 27 of this Annual Report. Directors
who are considered having conflict of interests or
material interests in the proposed transactions or issues
to be discussed would not be counted in the quorum
of meeting and would abstain from voting on the
relevant resolutions subject to certain exceptions set
out in the Articles of Association of the Company. The
Company Secretary maintains the minutes of the Board
meetings for inspection by directors. All directors have
access to the services of the Company Secretary who
regularly updates the Board on corporate governance
and regulatory matters. Any Director, Audit Committee
member and Remuneration Committee member of the
Company may take independent professional advice at
the expense of the Company should they so wish.
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Board and Board Committee attendance EFEREFZEEHEER
The following table indicates the number of Board and TERETEFERHETZEER
Committee Meetings during the financial year and the AU HRFEANRTERCBAERE
number of attendance by each of the Directors: EEHFEZEEB 2RE:
Remuneration Audit
Board Committee Committee
Meetings Meetings Meetings
B8 yHMzEEE EREES
L L] L
Independent non- BYEHITES
executive Directors
Mr. Chung Yuk Lun EEBTE 128 212 22
Mr. Kwong Wai Tim, BH#REE
William (resigned on (RZZEENF
3 September 2009) NB=R&EE) 0/5 171 171
Ms. Lam Yan Fong, Flora # R 2 £ 128 2/2 2/2
Ms. Swartz Kristi Lynn Swartz Kristi
(resigned on LynnZ &=
29 December 2009) (RZZTIEF
+tZAZ+NH
BEE) 5/27 7 (7l
Mr. Pak William Eui Won  Pak William Eui
(Appointed on Won%t &
28 December 2009) (RZZTIEF
+tZAZ+/\H
BZ1) 0/1 - -
Executive Directors HITES
Mr. Yeung Ming Kwong 583 % % & 24/28 2/2 212
Ms. Lo Oi Kwok, Sheree B EBZ T+ 22/28 - -
Mr. Ting Wing Cheung, T KE&L4E
Sherman 20/28 - -
Mr. Zhou Qi Jin ﬁ§§%$
(Removed on (RZEZNF
20 November 2009) +—HA=+H
wER) 124 - -
Mr. Wen Louis BELE 17/28 - -
Mr. Zhuang You Dao HRERE 4/28 - [t

ANNUAL REPORT 2009 —EZ h F F£# 27



Corporate Governance Report
CEERRE

Directors’ Duties

The Board is charged with leadership and supervision
of the Group’s affairs and is collectively responsible for
promoting the success of the Group. Each director has a
duty to act in good faith and in the best interests of the
Company.

Matters that require decisions by the Board normally
include but not limited to the overall group strategies,
major acquisitions and disposals, annual and interim
results, recommendation on the appointment or re-
appointment of directors, and other significant
operational and financial matters. Directors are kept
informed on a timely basis of major changes that
may affect the Group's businesses, including relevant
rules and regulations. The Board acknowledges its
responsibility to prepare the financial statements and
have them audited. The Company has adopted the
generally accepted accounting standards in Hong Kong in
preparing financial statements. Reasonable and prudent
judgment and estimates have been made. The Group
announces its financial results on a timely basis.

Conduct on Share Dealings

The Company has adopted a code of conduct for
securities transactions and dealings (the “Code of
Conduct”) based on the Model Code for Securities
Transactions by Directors of Listed Issuers set out in
Appendix 10 of the Listing Rules (the “Model Code").
The terms of Code of Conduct are no less exacting
than the standards in the Model Code, and the Code of
Conduct applies to all the relevant persons as defined
therein. Specific enquiry has been made of all Directors
of the Company who have confirmed in writing of their
compliance with the required standards set out in the
Code of Conduct during the year under review.
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ii)

iii)

Corporate Governance Report

Chairman and Chief Executive Officer

The Company does not have a designated position
of Chief Executive Officer. The daily operation and
management of the Company is monitored by the
Executive Directors. On 27 February 2008, Mr. Yeung
Ming Kwong, executive director of the Company, was
appointed as acting Chairman of the Group.

Board Committees

In 2007, the Board established an Audit Committee
and a Remuneration Committee with defined terms of
reference. Both committees are chaired by Independent
Non-Executive Directors.

(a) Audit Committee

The Company has established an Audit Committee
which comprises of three Independent Non-
Executive Directors of the Company. The Audit
Committee has reviewed the audit findings, the
accounting principles and practices adopted
by the Group, the listing rules and statutory
compliance, and has discussed auditing, internal
control, risk management and financial reporting
matters (including the interim and annual financial
statements) with the senior management and the
auditor.

ii)

iii)
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(b) Remuneration Committee

The Company established a Remuneration
Committee responsible for review and determination
of the remuneration policy and packages of
the directors and management executives.
The Remuneration Committee comprises three
independent non-executive directors and one
Executive Director. The terms of reference of
the Remuneration Committee follow the CG
Code. No director is involved in deciding his own
remuneration.

iv) External Auditor

The fees payable to the Company’s auditor, Mazars CPA
Limited in respect of audit, review services and non-
audit services in relation to the circulars of a major and
connected transaction and the Company’s rights issue
for the year ended 31 December 2009 amounted to
HK$650,000, HK$100,000 and HK$410,000 respectively.

3. INTERNAL CONTROL

The Board recognizes the overall responsibility for the
establishment, maintenance, and review of a system of
internal control that provides reasonable assurance of
the reliability and integrity of financial and operational
information, effectiveness and efficiency of operations, the
safeqguarding of assets and the compliance with laws and
regulations. The system of internal control is designed to
manage rather than eliminate all risks of failure while its goal
is to provide reasonable but not absolute assurance regarding
the achievement of organisational objectives.
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INVESTOR RELATIONS AND COMMUNICATIONS

The Company continues to pursue a proactive policy
of promoting investor relations and communication by
maintaining meetings with institutional shareholders, fund
managers and analysts through different means including
meetings, presentations and correspondence. In an effort to
enhance communications with shareholders and investors,
the Company maintains a website (www.forefront.com.hk)
to disseminate information relating to the latest business
developments and all Company announcements. The
Company regards the Annual General Meeting (the "AGM")
as an important event as it provides an opportunity for direct
communication between the Board and its shareholders. All
shareholders of the Company are given a minimum of 21 days
notice of the date and venue of the AGM at which time the
Directors and Committee members are available to answer
questions on the business. The Company supports the CG
Code’s principle to encourage shareholder participation. The
Board, according to the Listing Rules, will conduct voting at
the forthcoming AGM by poll. The results of the Company
voting will be announced on the Hong Kong Stock Exchange
website and the Company website.
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Independent Auditor’s Report
Mo BE RS

Ve M AZARS

To the shareholders of
Forefront Group Limited
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Forefront
Group Limited (the “Company”) and its subsidiaries (collectively
referred to as the “"Group”) set out on pages 34 to 114, which
comprise the consolidated and the Company’s statement of
financial position as at 31 December 2009, and the consolidated
statement of comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flow for the
year then ended, and a summary of significant accounting policies
and other explanatory notes.

Directors’ responsibility for the financial statements

The directors are responsible for the preparation and the true and
fair presentation of these financial statements 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. This
responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and the true and fair
presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

Auditor’s responsibility

Qur responsibility is to express an opinion on these financial
statements based on our audit and to report our opinion solely
to you, as a body, 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 as to whether the
financial statements are free from material misstatement.
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Independent Auditor’s Report

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements.
The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
entity’s preparation and true and fair presentation of the financial
statements 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 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 2009 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.

Mazars CPA Limited
Certified Public Accountants

Hong Kong
23 April 2010

Fung Shiu Hang
Practising Certificate number: P04793
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Consolidated Statement of Comprehensive Income

REETHEWARR

Year ended 31 December 2009 #HZE_—ZFZENF+-H=+—HIFFE

2009 2008
—EENEF —EENF
Notes HK$000 HK$'000
B 5 FE T FAET
Continuing operations BEREXRYR
Turnover R 46,518 (71,564)
Other income EH A 43,282 9,919
General and administrative expenses —mREITHAX (19,637) (70,187)
Changes in fair value of financial assets RIERIRIZ AT ERE S
at fair value through profit or loss B EEZ AT EE 26,839 (142,310)
Profit (Loss) from operations KERA (FE) 97,002 (274,142)
Finance costs & AR (992) (1,630)
Gain on disposal of subsidiaries HENE QR Z e - 5,648
Share of result of associates JE(EEE &N A 2 248 2,676 4,464
Impairment loss on interest in an associate REfE AR 2R 2
BB R 12(a) (158,500) -
Loss before taxation BB BB 1R 4 (59,814) (265,660)
Taxation 18 7 — _
Loss for the year from continuing BECEER CFAEE
operations (59,814) (265,660)
Discontinued operations ERIEREEEK
Loss for the year from discontinued ERIEREEBZ
operations FREE 8 (1,798) (8,642)
Loss for the year FRER (61,612) (274,302)
Other comprehensive (loss) income H2m (FHE) A
Exchange difference on consolidation BAERERNEELEY
b 5 =R (30) 131
Total comprehensive loss for the year HRAZHEEIEASE (61,642) (274,171)
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Consolidated Statement of Comprehensive Income

REETEWARR

Year ended 31 December 2009 #HZE_—ZFEZENF+-H=+—HIFE

2009 2008
—EENE ZET)N\F
Notes HK$'000 HK$'000
Bt & FHET T T
Loss for the year attributable to: AT AT EAEFAREBIE:
Equity holders of the parent SAERERFE A 9 (61,612) (274,302)
Non-controlling interest FEE B A - -
(61,612) (274,302)
Total comprehensive loss for the year THATEEFA
attributable to: T HEBERE:
Equity holders of the parent B ARIRERE A (61,642) (274,171)
Non-controlling interest FEVE IR - -
(61,642) (274,171)
Basic and diluted loss per share: BREARBEESSE: 10 (Restated)
(E31)
From continuing operations KRERFEBEKEED
(HK cents per share) (TRE) (16.15) (130.64)
From discontinued operations KEDRIEEEER
(HK cents per share) (=B (0.49) (4.25)
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Consolidated Statement of Financial Position

e U BRI R

At 31 December 2009 R-EZEAFE+—H=+—H

2009 2008
—EENEF —EENF
Notes HK$000 HK$'000
B 5 FE T FAET
ASSETS AND LIABILITIES EEREE
Non-current assets kRBEE
Property, plant and equipment M- WERZE 11 1,204 2,316
Interest in associates REEE NT 2R 12 37,094 37,218
Goodwill Bk 13 - -
Available-for-sale financial assets AIHNERBEE 14 = -
38,298 39,534
Current assets REBEE
Financial assets at fair value through RERKRZEATEEEZ
profit or loss g EE 15 273,919 98,748
Inventories FE = 6,782
Loan receivables JE U B R 17 60,082 35,729
Trade and other receivables JEUE SR &
b e W IR 18 13,994 23,841
Pledged deposits BEAREFEX 19 558 1,567
Bank balances and cash RITHEGF MRS 134,610 64,154
483,163 230,821
Current liabilities RBAE
Trade and other payables JERTE SRR K&
b S FR 20 28,603 17,806
Interest-bearing borrowings ATEEE = 27,274
28,603 45,080
Net current assets RBEEFE 454,560 185,741
Total assets less current liabilities EEHERRBER 492,858 225,275
Non-current liabilities ERBEE
Zero coupon convertible notes TEZEABRBRERE 21 84,461 -
NET ASSETS EEFHE 408,397 225,275
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Consolidated Statement of Financial Position

e HRR K

At 31 December 2009 R-EZEHNFE+—-H=+—H

2009 2008
—EENE ZET)N\F
Notes HK$'000 HK$'000
Bt &E THER FHT
Capital and reserves BARREE

Share capital [N 24 43,938 93,636
Reserves fEH 364,459 131,639

Equity attributable to equity holders of B ARIRERE A
the parent JE {1 % e 408,397 225,275
Non-controlling interest IS - -
TOTAL EQUITY REAE 408,397 225,275

The financial statements on pages 34 to 114 were approved and
authorised for issue by the Board of Directors on 23 April 2010
and are signed on behalf by:

Yeung Ming Kwong

FIMENABE 2GR ERETEN _F
—SFNA -+ ZHIERRETE S H
THEERREE:

Lo Oi Kwok, Sheree

BHEX EZR
Director Director
EF EF
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Statement of Financial Position

BB AR R &

At 31 December 2009 R-EZEAFE+—H=+—H

2009 2008
—EENE —EENF
Notes HK$'000 HK$'000
B 5 FEx FAET

ASSETS AND LIABILITIES EERERE

Non-current assets kRBEE
Interest in subsidiaries RETE AR 2w 16 319,926 212,462
Available-for-sale financial assets A ENKEE 14 - -
319,926 212,462

Current assets REBEE
Other receivables H {th jE W IR 18 290 8
Pledged deposits BEBFR 19 558 1,567
Bank balances and cash RITHEGFT MRS 90,807 21,617
91,655 23,192
Current liabilities RBasE

Other payables Hth jE 508 20 1,390 2,185
Amounts due to subsidiaries JE 5B | & B 5B 16 47,078 22,890
48,468 25,075
Net current assets (liabilities) RBEE(EE)FE 43,187 (1,883)
Total assets less current liabilities EEHERARBERE 363,113 210,579

Non-current liabilities kRBEEB
Zero coupon convertible notes TEEAHRRER 21 84,461 -
NET ASSETS EEFE 278,652 210,579

Capital and reserves AR #E
Share capital fig A 24 43,938 93,636
Reserves it 26 234,714 116,943
TOTAL EQUITY REAE 278,652 210,579

FUEINLE 2B REREHEETGNR _Z
—SFNA -+ ZHHERRETE S H
THEERERRE:

The financial statements on pages 34 to 114 were approved and
authorised for issue by the Board of Directors on 23 April 2010
and are signed on behalf by:

Yeung Ming Kwong Lo Oi Kwok, Sheree

B EEB
Director Director
EFE EZE
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Consolidated Statement of Changes in Equity
FERRERBB X

For the year ended 31 December 2009 # 2 - FZENF+-H=1—HI FZ

Attributable to the equity holders of the parent

BRAREREAESE
Equity
component of
Share  Zero Coupon Capital  Cumulative Non-
Share Share option  Convertible Capital  Redemption  Translation ~ Accumulated controlling
Capital Premium reserve Notes Reserve Reserve Reserve Deficit Total Interest  Total Equity
25%
TRREE g% gt
B KOEE BRERE 2BEFD EAGE BE&E BERE R & FERER KELE
HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tin AL TR Thn T TiEn T Tén T TiEn T
At 1 January 2008 RZEEN\E-A-H 178,581 550,566 - 99,840 10,482 1173 112 (593,870) 246,884 - 246,884
Issue of shares on HEREEIRG
rights issue 89,291 89,291 - - - - - - 178,582 - 178,582
Issue of new shares AR 91922 55,716 - - - - - - 147,638 - 147,638
Issuance cost BANA - (8913) - - - - - - (8913) - (8913)
Share options granted RiH%ERE - - 6,239 - - - - - 6,239 - 6,239
Exercise of share options ~ {1{FE[RfE 14,749 22,906 (6,.239) = - - - = 31,416 - 31,416
Redemption of zero coupon  EETSRARKES
convertible notes - - - (99,840) - - - (2,560) (102,400 - (102,400)
Total comprehensive income 2 AR iER B A
(loss) attributable to equity ~ FEEREKA
holders of the Company (&%) 4% - - - - - - 131 (274,302) 274.171) - 273,171)
Capital reorganisation hrgd (280,907) - - - - - - 280,907 - - -
At 31 December 2008 RZZENE
tZh=1-H 93,636 709,566 - - 10,482 1173 243 (589,825) 225275 - 225275
At 1 January 2009 R=%ZhE-A-A 93,636 709,566 - - 10,482 1173 243 (589,825) 225275 - 225,275
Issue of new shares BHR 56,526 35,000 - - - - - - 91,526 - 91,526
Share options granted RitGEhE - - 7210 - - - - - 710 - 7,210
Evercise of share options {7 (B fE 16,899 12,788 (1.210) - - - - - 0ATT - 2471
Convertible notes issued BT RBRTARZE
and converted 52,631 47,690 - 23230 - - - - 123,551 - 123,551
Total comprehensive loss AAREREA
attributable to equity EErEEREE
holders of the Company - - - - - - (30) (61,612) (61,642) - (61,642)
Capital reorganisation hrEs (175,754) - - - - - - 175,754 - - -
At 31 December 2009 RZBEAE
TZB=t-H 43,938 805,044 - 23,230 10,482 1173 PAE] (475,683) 408,397 - 408,397
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Consolidated Statement of Cash Flow

RERETREX

For the year ended 31 December 2009 #Z - ZFEZENF+-A=4+—HIFE

2009 2008
—EENF ZETENF
Notes HK$'000 HK$'000
s FET FHE T
OPERATING ACTIVITIES REXEK
Net cash used in operations KEFTAIR & 55 27 (100,174) (155,924)
Interest paid B F B (229) (797)
Net cash used in operating activities KREERFTARSTEE (100,403) (156,721)
INVESTING ACTIVITIES REEH
Proceeds from disposal of property, HjE%¥ = K
plant and equipment RAEFTIS IR 131 143
Interest received BUYFH B 351 577
Purchase of property, plant and equipment EEY% BE L& (5) (3,625)
Proceed on disposal of assets held for sale HEFIELEEEMEHE - 5,299
Proceed on disposal of subsidiaries HENERQRERE - 1,214
Deposit paid on a proposed investment MBRERESZ N2 &S - (9,776)
Acquisition of an associate 1y B Bt 2 A (24,575) -
Net cash generated from (used in) KEEBFE (FTA)
investing activities B& 55 (24,098) (6,168)
FINANCING ACTIVITIES REES
Proceed from new bank and g R EMEE
other borrowings Fris sk = 37,500
Repayment of bank and BEEROTIEMEER
other borrowings (27,274) (3,254)
Proceeds from issue of convertible notes BT MR BB ATE A 107,249 -
Redemption of convertible notes i85 O] A] # J ZEE = (320,000)
Proceeds from issue of new shares 1T *ﬁﬂxﬁﬁ@r?ﬂ 91,526 326,220
Shares issue costs B8 15 B 47 A A - (8,913)
Proceeds from issue of new shares RIE B TRERRAERT &1 81T
based on staff option scheme TR% 2 P 1S 3R 22,477 31,416
Net cash generated from (used in) mMETEHE (FFA)
financing activities B& 38 193,978 62,969
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Consolidated Statement of Cash Flow

REHRERER

For the year ended 31 December 2009 # 2 - FZENF+-H=1—HI FZ

2009 2008
—EEhE —EENF
Notes HK$'000 HK$'000
B & THER FHETT
Effect on cumulative translation EF RERAEZE
adjustments (30) 131
Net increase (decrease) in cash and BeRBEESSEYEM
cash equivalents (D) E5E 69,447 (99,789)
Cash and cash equivalents FYz2RERASEEY
at beginning of year 65,721 165,510
Cash and cash equivalents FRZBRERESEEY
at end of year 135,168 65,721
Analysis of cash and cash equivalents: B&RBESZEYWH
Bank balances and cash SRTHEFENRS 134,610 64,154
Pledged deposits BHEBFR 558 1,567
135,168 65,721
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Notes to the Financial Statements

Bt %% R MY &

CORPORATION INFORMATION

Forefront Group Limited is a limited liability company
incorporated in Cayman Islands and its shares are listed
on the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The address of the registered office, principal
place of business, activities and particulars of the Company
and its subsidiaries are set out in the Corporate Information
and Report of the Directors.

PRINCIPAL ACCOUNTING POLICIES
Basis of preparation

These consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs"”) and Hong Kong Accounting Standards (“HKAS")
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. These consolidated
financial statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on
the Stock Exchange.

These consolidated financial statements have been prepared
on a basis consistent with the accounting policies adopted
in the 2008 financial statements. The adoption of the new/
revised HKFRSs that are relevant to the Group and effective
from the current year had no significant effects on the results
and financial position of the Group and the Company for the
current and prior years, except for the impact of the adoption
as set out below.
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Notes to the Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs

HKAS 1 (Revised): Presentation of Financial Statements

HKAS 1 (Revised) requires transactions with owners to be
presented separately from all other income and expenses
in a revised statement of changes in equity. The revised
Standard however allows non-owner changes in equity to be
shown in a single statement (the statement of comprehensive
income) or two statements (the income statement and the
statement of other comprehensive income). The Group has
elected to prepare one statement. In addition, the revised
Standard requires that when comparative information is
restated or reclassified, a statement of financial position
as at the beginning of the comparative period, in addition
to the statements of financial position as at the end of
the current period and the comparative period, should
be presented. Since the Group and the Company did not
restate comparative information during the year, this new
requirement has no impact on the financial statements.

Amendments to HKFRS 2. Share-based payments — Vesting
conditions and cancellations

Amendments to HKFRS 2 clarify that vesting conditions
include service and performance conditions only, and all
cancellations, whether by the entity or by other parties,
should receive the same accounting treatment. The adoption
of these amendments had no impact on the financial
statements.
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Notes to the Financial Statements

Bt %% R MY R

PRINCIPAL ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs (Continued)

Amendments to HKAS 27: Cost of an Investment in a
Subsidiary, Jointly Controlled Entity or Associate

Amendments to HKAS 27 remove the distinction between
dividends distributed from pre- and post-acquisition profits
from the definition of the cost method and replace it with
a requirement to recognise all dividends received in profit
or loss once the entity’s right to receive the dividend is
established. As from 1 January 2009, all dividends receivable
from subsidiaries, associates and jointly controlled entities are
recognised in the Company’s statement of comprehensive
income regardless of whether they are made out of the
pre- or post-acquisition profits. The carrying amount of the
investment in the investee however is assessed for impairment
as a result of the investee declaring the dividend. In
accordance with the transitional provision in the Amendment,
the new policy is applied only prospectively from the current
period and thus no restatement is made to prior periods. The
amendment does not have a material impact on the financial
statements.

Amendments to HKFRS 7 Financial Instruments: Disclosures

Amendments to HKFRS 7 require additional disclosure about
fair value measurements and liquidity risk. The fair value
measurement disclosures are presented in note 33 to the
financial statements and the liquidity risk disclosures are not
significantly impacted by the amendments. The Group has
taken advantage of the transitional provisions set out in the
amendments, under which comparative information for the
newly required disclosures about the fair value measurements
of financial instruments are not provided in the financial
statements.

44 FOREFRONT GROUP LIMITED B 5 &£ @A R 2 7

TESHEE (&)

R/ RETEBMBREED (H)
BBEFERFE279 2 MEET R E 2
Al RAEHNEREHEN A REZ
2N

FR G ERE27TR 2 EFTBERRAAR
EZEETRD B YA MU R E R
DIRZBLE - B2 - R EE B
B2 ENMEE  RBERERAACK
kR —TTENF—A— R EUH
BAR BERARRARESIER A
BB A R B WO Ak MR 1R 0 A
—HRART 2 2 E AR T HER -
AW HEBIRE QR T IRRE - RIIR
BERrzREKREESREMETRER
o RIFZIER] BRI FTBRIEE
EHEERRERIRE AT EE
EHIMELES - ZETH P BEHRAL
BEATE-

BB B HREERE7 R BT BT
A RE

BRMBHRELERNFETR ZEETHEE
MEBAFEFERRBESRERZEK
FE o NP {E AT B FE R B 5 R MY 33
275 Mg & < E k% E R & E %
FEIIMXANEATE - AKECRA
% BAERT P8 2 BRI 30 R U 3 3L
MBETARFEFAEZHRERESE
R BRERPIRHELBER -



Notes to the Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Continued)
Adoption of new/revised HKFRSs (Continued)
HKFRS 8: Operating segments

This standard replaces HKAS 14: Segment Reporting. It
requires segment information to be reported based on internal
information used by the Group's chief operating decision
maker to evaluate the performance of operating segments
and allocate resources to those segments and replaces the
requirement to determine primary (business) and secondary
(geographical) reporting segments previously identified under
HKAS 14. The adoption of this standard did not have any
effect on the result and the financial position of the Group.
The Group determined that the operating segments were the
same as the business segments previously identified under
HKAS 14. Additional disclosures about each of these segments
are shown in note 34 to the financial statements.

A summary of the principal accounting policies adopted by
the Group is set out below.

Basis of measurement

The measurement basis used in the preparation of these
financial statements is historical cost, except for certain
financial instruments, which are measured at fair value, as
explained in the accounting policies set out below.

Basis of consolidation

The consolidated financial statements comprise the financial
statements of the Company and all of its subsidiaries as
at 31 December each year. The financial statements of the
subsidiaries are prepared for the same reporting year as that
of the Company using consistent accounting policies.

All intra-group balance, transactions, income and expenses
and profits and losses resulting from intra-group transactions
are eliminated in full. The results of subsidiaries are
consolidated from the date on which the Group obtains
control and continue to be consolidated until the date that
such control ceased.
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Notes to the Financial Statements

Bt %% R MY R

PRINCIPAL ACCOUNTING POLICIES (Continued)
Basis of consolidation (Continued)

Non-controlling interest represents the portion of profit or
loss and net assets not held by the Group and are presented
separately in the consolidated statement of comprehensive
income and within equity in the consolidated statement of
financial position, separately from owners of the parent.
Losses applicable to the non-controlling in excess of the non-
controlling’s interest in the subsidiary’s equity are allocated
against the interests of the Group except to the extent that
the minority has a binding obligation and is able to make an
additional investment to cover the losses.

Subsidiaries

A subsidiary is an entity, in which the Company has the power
to govern the financial and operating policies so as to obtain
benefits from activities.

In the Company's statement of financial position, investments
in subsidiaries are stated at cost less impairment losses.
The carrying amount of the investment is reduced to its
recoverable amount on an individual basis. The results of
subsidiaries are accounted for by the Company on the basis of
dividends received and receivable.

Associates

An associate is an entity in which the Group has significant
influence and which is neither a subsidiary nor a joint venture.

The Group’s investment in associate is accounted for under
the equity method of accounting. The consolidated statement
of comprehensive income includes the Group’s share of
the post-acquisition results of the associate for the year.
The consolidated statement of financial position includes
the Group's share of the net assets of the associate and
also goodwill. The Group discontinues recognising its share
of further losses when the Group’s share of losses of the
associate equals or exceeds the carrying amount of its interest
in the associate, which includes any long term interests that,
in substance, form part of the Group's net investment in the
associate.
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Notes to the Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Continued)
Goodwill

Goodwill represents the excess of the cost of an acquisition
over the Group’s share of the fair value of the identifiable
assets, liabilities and contingent liabilities of the acquired
subsidiary and associate. Goodwill on acquisition of subsidiary
is recognised as a separate asset. Goodwill on acquisitions
of associates or jointly controlled entities is included in
interests in associates or jointly controlled entities. Goodwill
is carried at cost less accumulated impairment losses, which
is tested for impairment annually or more frequently if events
or changes in circumstances indicate that the carrying value
may be impaired. For the purpose of impairment test and
determination of gain or loss on disposal, goodwill is allocated
to cash-generating units. An impairment loss on goodwill is
not reversed.

Any excess of the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities over the
cost of acquisition of associates at the date of acquisition,
after reassessment, is recognised immediately in the statement
of comprehensive income.

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and accumulated impairment
losses. The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs
of bringing the asset to its working condition and location for
its intended use. Repair and maintenance are changed to the
statement of comprehensive income during the year in which
they are incurred.

Depreciation is provided to write off the cost less accumulated
impairment losses of property, plant and equipment over
their estimated useful lives as set out below from the date on
which they are available for use and after taking into account
their estimated residual values, using the straight-line method,
at the following rates per annum:

Leasehold improvement 50%
Furniture and fixture 20%-50%
Motor vehicles 33%
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Notes to the Financial Statements
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Financial instruments

Financial assets and financial liabilities are recognised when
the Group becomes a party to the contractual provisions of
the instruments and on a trade date basis.

A financial asset is derecognised when the Group’s
contractual rights to future cash flows from the financial asset
expire or when the Group transfers the financial asset and the
Group has transferred substantially all the risks and rewards
of ownership of the financial asset. A financial liability is
derecognised only when the liability is extinguished, that
is, when the obligation specified in the relevant contract is
discharged, cancelled or expires.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include
financial assets held for trading and financial assets
designated upon initial recognition as at fair value through
profit or loss. They are carried at fair value, with any resultant
gain and loss recognised in the statement of comprehensive
income.

Financial assets are classified as held for trading if they
are (i) acquired principally for the purpose of selling in the
near future; (ii) part of a portfolio of identified financial
instruments that the Group manages together and has a
recent actual pattern of short-term profit-taking; or (iii)
derivatives that are not designated and effective hedging
instruments.

Financial assets are designated at initial recognition as at fair
value through profit or loss if (i) the designation eliminates
or significantly reduces the inconsistent treatment that
would otherwise arise from measuring the assets or liabilities
or recognising gains or losses on a different basis; or (ii)
they are part of a group of financial assets and/or financial
liabilities that are managed and their performance evaluated
on a fair value basis, in accordance with a documented
risk management strategy; or (iii) they contain embedded
derivatives that would need to be separately recorded.
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Notes to the Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial assets at fair value through profit or loss (Continued)

Where a contract contains one or more embedded derivatives,
the entire hybrid contract may be designated as a financial
asset at fair value through profit or loss, except where the
embedded derivative does not significantly modify the cash
flows or it is clear that separation of the embedded derivative
is prohibited.

Loans and receivables

Loans and receivables including trade and other receivables
are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market and are
not held for trading. They are measured at amortised cost
using the effective interest method, except where receivables
are interest-free loans and without any fixed repayment
term or the effect of discounting would be insignificant. In
such case, the receivables are stated at cost less impairment
loss. Amortised cost is calculated by taking into account any
discount or premium on acquisition, over the year to maturity.
Gains and losses arising from de-recognition, impairment
or through the amortisation process are recognised in the
statement of comprehensive income.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial
assets that are either designated at this category or not
classified in any of the other categories of financial assets.
They are measured at fair value with changes in value
recognised as a separate component of equity until the assets
are sold, collected or otherwise disposed of, or until the assets
are determined to be impaired, at which time the cumulative
gain or loss previously reported in equity is transferred to
the income statement. Available-for-sale financial assets that
do not have a quoted market price in an active market and
whose fair value cannot be reliably measured are stated at
cost less impairment loss.
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Notes to the Financial Statements
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
Impairment of financial assets

At the end of each reporting period, the Group assesses
whether there is objective evidence that financial assets, other
than those at fair value through profit or loss, are impaired.
The impairment loss of financial assets carried at amortised
cost is measured as the difference between the assets’
carrying amount and the present value of estimated future
cash flow discounted at the financial asset’s original effective
interest rate. Such impairment loss is reversed in subsequent
periods through profit or loss when an increase in the asset’s
recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to
a restriction that the carrying amount of the asset at the
date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been
recognised.

When an available-for-sale financial asset is impaired, an
amount comprising the difference between its acquisition cost
(net of any principal repayment and amortisation) and current
fair value, less any previously recognised impairment loss, is
transferred from equity to the statement of comprehensive
income. Impairment losses recognised in the statement
of comprehensive income in respect of available-for-sale
equity instrument are not reversed through the statement
of comprehensive income. Any subsequent increase in fair
value of available-for-sale equity instrument after recognition
of impairment loss is recognised in equity. Reversal of
impairment loss of available-for-sale debt instruments are
reversed through the statement of comprehensive income, if
the increase in fair value of the instrument can be objectively
related to an event occurring after the impairment loss was
recognised in the statement of comprehensive income.

For an available-for-sale financial asset that is carried at cost,
the amount of impairment loss is measured as the difference
between the carrying amount of the financial asset and the
present value of estimated future cash flows discounted at the
current market rate of return for a similar financial asset. Such
impairment loss shall not be reversed.
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Notes to the Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial liabilities

The Group's financial liabilities include trade and other
payables, bank loans and other borrowings and obligations
under finance leases. All financial liabilities except for
derivatives are recognised initially at their fair value and
subsequently measured at amortised cost, using effective
interest method, unless the effect of discounting would be
insignificant, in which case they are stated at cost.

Convertible note

The component of the convertible note that exhibits
characteristics of a liability is recognised as a liability in the
statement of financial position, net of issue costs. On the
issue of the convertible note, the fair value of the liability
component is determined using a market rate for a similar
bond that does not have a conversion option; and this amount
is carried as a long-term liability on the amortised cost basis
until extinguished on conversion or redemption.

The remainder of the proceeds is allocated to the conversion
option that is recognised and included in shareholders’ equity,
net of issue costs. The value of the conversion option carried
in equity is not changed in subsequent years.

Issue costs are apportioned between the liability and equity
components of the convertible note based on the allocation
of proceeds to the liability and equity components when the
instruments are first recognised. Transaction costs that relate
to the issue of the convertible bond are allocated to the
liability and equity components in proportion to the allocation
of proceeds.

Cash equivalents

For the purpose the consolidated statement of cash flow,
cash equivalent represent short-term highly liquid investments
which are readily convertible into known amounts of cash and
which are subject to an insignificant risk of change in value,
net of bank overdrafts.
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Notes to the Financial Statements
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue and
costs, if applicable, can be measured reliably and on the
following bases.

Realised gain or loss on investments held for trading is
recognised on a trade date basis whilst unrealised gain or loss
on investment held for trading is recognised to restate to their
fair value at the end of the reporting period.

Sale of goods is recognised on transfer of risks and rewards of
ownership, which generally coincides with the time when the
goods are delivered to customers and the title is passed.

Service income is recognised when services are rendered.

Dividend income is recognised when the Group’s rights to
receive payment have been established.

Interest income from financial asset is accrued on a time basis,
by reference to the principal outstanding and at the effective
interest rate applicable.

Foreign currency translation

Items included in the financial statements of each of the
Groups entities are measured using currency of the primary
economic environment in which the entity operates (“the
functional currency”). The consolidated financial statements
are presented in Hong Kong dollars, which is the Group’s
functional and presentation currency.
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Notes to the Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Continued)
Foreign currency translation (Continued)

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and
from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are
recognised in statement of comprehensive income. Foreign
exchange gains and losses resulting from the retranslation
of non-monetary items carried at fair value are recognised in
statement of comprehensive income except for those arising
on the retranslation of non-monetary items in respect of
which gains and losses are recognised directly in equity, in
which cases, the gains or losses are also recognised directly in
equity.

The results and financial position of all the Group entities that
have a functional currency different from the presentation
currency (“foreign operations”) are translated into the
presentation currency as follows:

e Assets and liabilities for each statement of financial
position presented are translated at the closing rate at
the end of the reporting period;

e Income and expenses for each statement of comprehensive
income are translated at average exchange rate;

e All resulting exchange differences arising from the
above translation and exchange differences arising from
a monetary item that forms part of the Group's net
investment in a foreign operation are recognised as a
separate component of equity. On disposal of a foreign
operation, the cumulative amount of the exchange
differences deferred in the separate component of
equity relating to that foreign operation is recognised in
statement of comprehensive income when the gain or
loss on disposal is recognised.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Impairment of non-financial assets

At the end of each reporting period, the Group reviews
internal and external sources of information to determine
whether property, plant and equipment and intangible
assets with useful life have suffered an impairment loss or
impairment loss previously recognised no longer exists or
may be reduced. If any such indication exists, the recoverable
amount of the asset is estimated, based on the higher of
its fair value less costs to sell and value in use. Where it
is not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount
of the smallest group of assets that generates cash flows
independently (i.e. a cash-generating unit).

If the recoverable amount of an asset or a cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately.

A reversal of impairment loss is limited to the carrying amount
of the asset or cash-generating unit that would have been
determined had no impairment loss been recognised in prior
years. Reversal of impairment loss is recognised as income
immediately.
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Notes to the Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Continued)
Leases

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

As lessor

Amounts due from lessees under finance leases are recorded
as receivables at the amount of the Group’s net investment
in the leases. Finance lease income is allocated to accounting
periods so as to reflect a constant periodic rate of return on
the Group's net investment outstanding in respect of the
leases.

As lessee

Assets held under finance leases are recognised as assets of
the Group at the lower of the fair value of the leased assets
and the present value of the minimum lease payments.
The corresponding liability to the lessor is included in the
statement of financial position as finance lease obligation.
Finance charges, which represent the difference between the
total leasing commitments and the fair value of the assets
acquired, are charged to the statement of comprehensive
income over the term of the relevant lease so as to produce a
constant periodic rate of charge on the remaining balance of
the obligations for each accounting period.

Rentals payable under operating leases are charged to the
statement of comprehensive income on a straight-line basis
over the term of the relevant lease.

Lease incentives are recognised in the statement of
comprehensive income as an integral part of the net
consideration agreed for the use of the leased asset.
Contingent rentals are recognised as expenses in the
accounting period in which they are incurred.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Employee benefits
Defined contribution plans

The obligations for contributions to defined contribution
retirement schemes are recognised as expenses in the
statement of comprehensive income as incurred. The assets of
the schemes are held separately from those of the Group in an
independently administered fund.

Long service payment

The Group's net obligation in respect of long service payment
under the Hong Kong Employment Ordinance is the amount
of future benefit that employees have earned in return for
their service in the current and prior periods. The obligation
is calculated using the projected unit credit method and
discounted to its present value and after deducting the fair
value of any related assets, including retirement scheme
benefit.

Share based payment transactions
Equity-settled transactions

The Group’'s employees, including directors, receive
remuneration in the form of share-based payment
transactions, whereby the employees rendered services in
exchange for shares or rights over shares. The cost of such
transactions with employees is measured by reference to the
fair value of the equity instruments at the grant date. The fair
value of share options granted to employees is recognised as
an employee cost with a corresponding increase in a reserve
within equity. The fair value is determined using the binomial
model, taking into account the terms and conditions of the
transactions, other than conditions linked to the price of the
shares of the Company (“market conditions”).
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Notes to the Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Continued)
Share based payment transactions (Continued)
Equity-settled transactions (Continued)

The cost of equity-settled transactions is recognised, together
with a corresponding increase in equity, over the years in
which the vesting conditions are to be fulfilled, ending on the
date on which the relevant employees become fully entitled to
the award (“vesting date”). During the vesting period, the
number of share options that is expected to vest ultimately
is reviewed. Any adjustment to the cumulative fair value
recognised in prior years is charged/credited to statement
of comprehensive income for the year of the review, with a
corresponding adjustment to the reserve within equity.

Taxation

The charge for current income tax is based on the results
for the year as adjusted for items that are non-assessable
or disallowed. It is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting
period.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts in the financial statements. However, any
deferred tax arises from initial recognition of goodwill; or
other asset or liability in a transaction other than a business
combination that at the time of the transaction affects
neither the accounting profit nor taxable profit or loss is not
recongised.

The deferred tax liabilities and assets are measured at the
tax rates that are expected to apply to the period when the
asset is recovered or the liability is settled, based on tax rates
and tax laws that have been enacted or substantively enacted
at the end of the reporting period. Deferred tax assets are
recognised to the extent that it is probable that future taxable
profit will be available against which the deductible temporary
differences, tax losses and credits can be utilised.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)
Related parties

A party is related to the Group if

directly, or indirectly through one or more intermediaries,
the party controls, is controlled by, or is under common
control with, the Group; or has an interest in the Group
that gives it significant influence over the Group; or has
joint control over the Group;

the party is an associate of the Group;

the party is a joint venture in which the Group is a
venturer;

the party is a member of the key management personnel
of the Group or its parent;

the party is a close member of the family of any
individual referred to in (a) or (d);

the party is an entity that is controlled, jointly controlled
or significantly influenced by or for which significant
voting power in such entity resides with, directly or
indirectly, any individual referred to in (d) or (e); or

the party is a post-employment benefit plan for the
benefit of employees of the Group, or of any entity that
is a related party of the Group.

Segment reporting

Operating segments, and the amounts of each segment item

reported in the financial statements, are identified from the

financial information provided regularly to the Group’s chief

decision maker for the purposes of allocating resources to,

and assessing the performance of, the Group's various lines of

business and geographical locations.
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Notes to the Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Continued)
Segment reporting (Continued)

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 nature of production
processes, 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.

Critical accounting estimates and judgements

Estimates, assumptions concerning the future and judgements
are made by the management in the preparation of the
financial statements. They affect the application of the
Group’s accounting policies, reported amounts of assets,
liabilities, income and expenses, and disclosures made.
They are assessed on an on-going basis and are based on
experience and relevant factors, including expectations of
future events that are believed to be reasonable under the
circumstances. Where appropriate, revisions to accounting
estimates are recognised in the period of revision and future
periods, in case the revision also affects future periods.

Impairment of investments and receivables

The Group assesses annually if investment in subsidiaries/
associates has suffered any impairment in accordance with
HKAS 36 and follows the guidance of HKAS 39 in determining
whether amounts due from these entities are impaired. Details
of the approach are stated in the respective accounting
policies. The assessment requires an estimation of future cash
flows, including expected dividends, from the assets and the
selection of appropriate discount rates. Future changes in
financial performance and position of these entities would
affect the estimation of impairment loss and course the
adjustments of their carrying amounts.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Critical accounting estimates and judgements (Continued)
Impairment of goodwill

The Group determines whether goodwill is impaired at least
on an annual basis. This requires an estimation of the value
in use of the cash-generating units to which the goodwill is
allocated. Estimating the value in use requires the Group to
make an estimate of the expected cash flows from the cash-
generating unit and also to choose a suitable discount rate
in order to calculate the present value of those cash flows.
Estimates, assumptions concerning the future and judgements
are made in the preparation of the financial statements. They
affect the application of the Group’s accounting policies,
reported amounts of assets, liabilities, income and expenses,
and disclosures made. They are assessed on an on-going
basis and are based on experience and relevant factors,
including expectations of future events that are believed to be
reasonable under the circumstances

Allowance for bad and doubtful debts

The provisioning policy for bad and doubtful debts of
the Group is based on the evaluation of collectability and
ageing analysis of the accounts. A considerable amount of
judgement is required in assessing the ultimate realisation of
these receivables, including the current creditworthiness and
the past collection history of each customer. If the financial
conditions of these customers were to deteriorate, resulting
in an impairment of their ability to make payments, additional
allowance will be required.
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Notes to the Financial Statements
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Future changes in HKFRSs

At the date of authorisation of these financial statements,
the HKICPA has issued a number of the following new/revised
HKFRS that are not yet effective for the current year, which

the Group has not early adopted.

Amendments to
HKFRS 1

HKFRS 3 (Revised)
HKAS 27 (Revised)
HKFRS 1 (Revised)
Amendments to
HKAS 39
Improvements to
HKFRS 2009
Amendments to
HKFRS 2
Amendments to
HKAS 32
HKAS 24 (Revised)
HKFRS 9

HK(IFRIC) — Int 17

First-time adoption of HKFRS
— Additional exemptions for
first-time adopters?

Business Combinations’

Consolidated and Separate Financial
Statements’
First-time adoption of HKFRS'

Eligible Hedged Items’
Improvements to HKFRS 20092

Share-based Payment — Group Cash
— settled Share-based Payment
Transactions®

Financial Instruments: Presentation
— Classification of Rights Issues*

Related Party Disclosures®

Financial Instruments®

Distributions of non-cash
Assets to Owners'

! Effective for annual periods beginning on or after 1 July 2009

B Effective for annual periods beginning on or after 1 July 2009 or 1

January 2010

K Effective for annual periods beginning on or after 1 January 2010
4 Effective for annual periods beginning on or after 1 February 2010
° Effective for annual periods beginning on or after 1 February 2011
o Effective for annual periods beginning on or after 1 January 2013

The directors do not anticipate that the adoption of these new

HKFRSs in future period will have any material impact on the

result of the Group.
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3. TURNOVER AND REVENUE 3. EEHEKRRE
Turnover and revenue recognised by category are analysed as BOHEBR EEBRWESITOT
follows:
2009 2008
—EENEF —EEN\F
HK$'000 HK$'000
FExT FAETT
(a) Turnover (a) B
Continuing operations FREREER
Net gain (loss) on disposal of HERIERIRE AT ERE
financial assets at fair value ZHBEEZ
through profit or loss Was (18 ) 358 42,327 (80,823)
Interest Income from provision of RS BARS FEBKA
financial services 4,191 9,259
46,518 (71,564)
Discontinued operations BRIEREEK
Sale of motor trucks, coaches and HEEH REE TR
vehicle accessories YU ER i 1 7,456 48,966
Provision of motor vehicle repairs REARBEHEERRERS
and maintenance services - 5,251
Fuel commission income BRRHAE & WA - 936
7,456 55,153
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3. TURNOVER AND REVENUE (Continued) 3. BEHERWE(F)
2009 2008
bt 2 /%S —BENE
Continuing Discontinued Continuing  Discontinued
operations  operations Total operations operations Total
BE BRI 8 BRI
HE- 3 Bexy At Bexi REXK &zt

HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TARL TEL TET TAT TEL

(b)  Other income (b) EflA
Interest income MERA 353 67 420 577 152 729
Written back of provision RERERE
on doubtful debts 42,769 - 42,769 - - -
Gain on redemption of zero BEZSZTRRERL
coupon convertible notes g - - - 8,393 - 8,393
Others 2 160 134 294 949 141 1,090

43,282 201 43,483 9,919 293 10,212
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I:Elll':

4. LOSS BEFORE TAXATION 4. BRBAIEE
This is stated after charging(crediting): R AIEBELHR (5T A) TAIZERZ
I :
2009 2008

ZEENE “ITNE

Continuing Discontinued Continuing  Discontinued
operations  operations Total operations operations Total

B 2RI BE B
Bexk  REXR act Y Gexh E

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERL TAR FRT TATL TET TEL

(a)  Finance costs (a) ®ERX
Interest on interest-bearing ARIENZHERZ
borrowings wholly repayable HEEEZHE
within five years 229 - 229 797 - 797
Amortisation of effective BHERAE
interest 763 - 763 833 - 833
992 - 992 1,630 - 1,630
(b)  Other items (b) EftEAE
Auditor's remuneration Gl b 728 2 750 670 150 820
Depreciation of investment REMFZURDE
property and property, plant BRRZENE
and equipment 469 520 989 134 2,091 2,225
Operating lease charges on NERERERH
premises 804 114 918 50 2,309 2,359
Share-based payment in respect BBEREARR
of share option (note 25(b)) T2 78 (Wi 5£25(0)) 7,210 = 7,210 6,239 - 6,239
(Write back of provision) AR (BERE)EE
Provision for doubtful debts (42,769) - (42,769) 44,240 146 44,386
Staff costs, including directors’ BIRAK BREESHE:
emoluments:
— Salaries and other allowances -Ee R =g 5,342 528 5,870 3,880 6,156 10,036
- Contributions to pension —RINRHEIER
schemes 45 139 184 48 277 325
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5. DIRECTORS’ REMUNERATION 5. EEMe
The remuneration of the Company’s directors is as follows: KRARIEEZHESEHINT
Year ended 31 December 2009 2008
BECBENETACT-ALEE ZERN\E
Basic

Resigned/ salaries, ~ Mandatory

Appointed Removed allowance Provident

during during and other  Fund scheme
the year the year Fees benefits  contribution Total Total

Efge B

RER BER NEE
Name of Director EEp? RERZR BE/BER ne Aft R FEHER &t @it

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TiEn TiEn TiEn TEL

Mr. Wen Louis BREE - - - 376 - 376 613
Ms. Yau Shum Tek, Cindy BRERT - - - - - - 102
Mr. Zhou Qi Jin ek - 20 Nov

+-A=1H - 319 - 319 360
Ms. Lo Oi Kwok, Sheree REGRL - - - 420 12 432 532
Mr. Yeung Ming Kwong BRKEE - - - 420 12 432 43
Mr. Kwong Wai Tim, Willam ~ BV# 5% 4 - 3Sep

NAZH 81 - - 81 187
Mr. Chung Yuk Lun BRBLE - - 120 - - 120 187
Mr. Ting Wing Cheung, ThERAE - -

Sherman - 420 12 432 432
Ms. Lam Yan Fong, Flora HRFRL - - 120 - - 120 187
Ms. Swartz, Kristi Lynn Swartz, Kristi LynnZ - 29 Dec

TZAZTAR 120 - - 120 187
Mr. Zhuang You Dao ERERE - - - 120 - 120 270
Mr. Pak William Eui Won Pak William Eui Won%5 % 28 Dec -
TZAZtNA - - - - -
L) 2,075 36 2,552 3,489
No director waived any emoluments during the year. No FRITEEERETMNE -REBEE_F
incentive payment nor compensation for loss of office ZNF+ZR=T—HIEFE ~£E
was paid or payable to any director for the year ended 31 1R (A ) 28 35 2 5T sl JE S AR () SRIB AR
December 2009 (2008: Nil). RECAMBEE (—FFT/NF F) -
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6. INDIVIDUALS WITH HIGHEST EMOLUMENTS 6. EEFAL
Among the five individuals with the highest emoluments, TfuGEeEHFALTH B (=ZFZFN
three (2008: four) are executive directors whose emoluments FOM)BRTET BHEZHEER
are disclosed in note 5. B FESRH FE
The emoluments paid to the remaining two (2008: one) FRENEHBMAL (ZFEFNF - —7)
individuals during the year were as follows: BEEHATZHMESNT
2009 2008
—gBAE —TENE
HK$'000 HK$'000
FET FHEIT
Basic salaries and allowances BEARE & RER 1,200 600
Pension scheme contributions RIS FT IR 24 12
1,224 612
The emoluments fell within the following band: Bl &N FLAT & E -

Number of individuals

A
2009 2008
—EENF ZEENF
HK$Nil — HK$1,000,000 Z#1.%1,000,000/8 7T 2 1
During the year, no payments were paid to the five highest FRAEETERRAERIFAT (B2
paid individuals (including directors and other employees) REERAMEES)XMNHRIE EAR
as inducement to join or upon joining the Group or as BYINER ok hn BB AR & B 2 425 ok BE B

compensation for loss of office. &
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TAXATION 7. BiE
The Company is incorporated in the Cayman Islands and is ARARIRHASHSEMKT  LEHRE
exempted from taxation in the Cayman lIslands. Hong Kong RS HSHIE - ANAR A K HH
Profits Tax has not been provided in the financial statements BRARZZEZNFRZZETNFI &
as the Company and its subsidiaries either have no assessable JERT A kB RBAHEEEINE
profits or have unutilised tax losses to set off against current HEFE 2 RTS8 R B %
year's assessable profits both for the years of 2009 and 2008. WMERPETIREEBFGBEE-
Reconciliation of tax expenses 15 B X ¥ IR
2009 2008
—EENE —ZET)N\F
HK$'000 HK$'000
THER FET
Loss before taxation from continuing SENODRIEEEER 2
and discontinued operation Bri7 AT AR (61,612) (274,302)
Income tax at Hong Kong Profits Tax rate & & &G L16.5%
of 16.5% (2008: 16.5%) (ZFELENF:165%)
AEZHAER (10,166) (45,260)
Net effect of non-deductible expenses/ TABRA Y ek E 2
tax-exempted revenue e 27,204 1,361
Unrecognised temporary differences RERZERERE 61 99
Untilisation of previously unrecognised B S BI R FERR 2 T IE B 18
tax losses (17,099) (265)
Unrecognised deferred tax assets in FEMEEBE 2 RER
respect of tax losses EEMIBEE - 44,065
Taxation as per income statement W & B3l 2 B - -
DISCONTINUED OPERATIONS 8. BRIKEXR
Discontinued operations include trading of motor vehicle and ERIEEEXBREERERABERAER
vehicle accessories, provision of motor vehicle repairs and e RETERERRE RS A RER
maintenance services and provision of fuel chain services. MREE S AR 7
(a) Termination of Scania distributorship (a) #&1tScania? $55E
Reference is made to the annual report of year 2008 and EELH TN \FFREAEEA
related announcements. The Group and Scania CV AB o REE HiScania CV ABHWE &%
agreed to terminate the distributorship of Scania vehicle LE B B Scania/T B R AL 14 58 R iy
and accessories in Hong Kong and Macau effective from BrniEE B-FTZTN\FHEAH -
1 April 2008. Certain assets of the Group were disposed HRAB AEBEETEERZS
to Scania at HK$11,416,000 in aggregate. 11,416,000/ T ) & F Scania °
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8. DISCONTINUED OPERATIONS (Continued) 8.

(b) Analysis of loss for the year from discontinued
operation

The combined results of the discontinued operations
included in the income statement are set out below.

BRIEEEER (F)
(b) BRILEEEHZFRREAD N

AAARERZERIEREEKA G
EEHEN T

2009 2008
—EEhEF ZEENF
HK$000 HK$'000
FHET T T
Loss for the year from CRIEREEBZFRNER
discontinued operations
Turnover BER 7,456 55,153
Less: Cost of sales A 8 B AR (7,138) (51,031)
318 4,122
Other income H g A 201 293
Expenses =3 (2,317) (13,057)
Loss before taxation & 7% Al B 18 (1,798) (8,642)
Taxation 18 _ _
Loss for the year from ERIEEE B 2 FAEE
discontinued operations (1,798) (8,642)
Cash flows from discontinued BRIEKEXERZHERE
operations
Net cash generated from operating #& & ¥ IEABIR & /F5
activities 4,172 16,471
Net cash generated from investing & EBMGEH € F5E
activities 194 1,968
Net cash used in financing activities BEEEATAR S FHE (13,508) (12,970)
Net cash (outflow) inflows BWe OnHd)RAERE (9,142) 5,469
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Notes to the Financial Statements

LOSS ATTRIBUTABLE TO EQUITY HOLDERS OF
THE PARENT

The loss attributable to shareholders includes a loss of
approximately HK$(176,691,000) (2008: HK$244,028,000)
which has been dealt with in the financial statements of the
Company.

LOSS PER SHARE
Basic loss per share

The calculation of basic loss per share is based on the
weighted average number of ordinary shares of 370,275,000
shares (2008 (restated). 203,358,000 shares) in issue during
the year. The weighted average number of ordinary shares
adopted in the calculation of the basic loss per share for the
year of 2009 has been adjusted to reflect the impact of the
rights issues effected subsequent to 31 December 2009.

The weighted average number of ordinary shares adopted
in the calculation of the basic loss per share for the year of
2008 has been adjusted to reflect the impact of the capital
reorganisation effected in December 2009 and the rights
issues effected subsequent to 31 December 2008.

From continuing operations

The calculation of the basic loss per share from continuing
operations attributable to shareholders is based on the loss for
the year from continuing operations of HK$59,814,000 (2008:
loss of HK$265,660,000) and the denominators detailed
above in respect of weighted average number of shares.

9.

10.

Bt %% R MY R

BRAAREFEAREER

H&%ﬂ’éméﬂ% ¥E#7(176,691,000)7% 7T
(ZFZ )V F:244,028,000,& ) 7 &
B ABEECRARRBTKRE PR
I8 o

BRESE

BREXREIE

g RE LKJEH%TJEEWE%H?
370,275,000 (= EZFENFE (E5]) -
203,358, 000/&) F 3 AR 00 F 19 BET
Bt 2T NFECBREREE
R @R ME T AR EELHA
B URBMRZFZAF+ZA=+—
BEAEB 2 HBEzFE

AR N\FREZEBREXREBEREK
M2 EBBINETFHRBCFELARE
AR —FEZNF+ - AL ZBAE
HER-_ZFZENFT_RA=1T—HBHEZE
M2 & -

REFESEER
RAEELHREFBECEEB 2 BRE
AEBDREBEFELEEBZ2FNE
$859,814,0008 T (= EZE/\F 18
265,660,000/ 7T ) X b XCFTEF il 2 N
FHREEE -
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10. LOSS PER SHARE (Continued)

From discontinued operations

The calculation of the basic loss per share for the discontinued
operations attributable to shareholders based on the loss for
the year from the discontinued operations of HK$1,798,000
(2008: HK$8,642,000) and the denominators detailed above
in respect of weighted average number of shares.

Diluted loss per share

For the year ended 31 December 2008 and 2009, as there
was an anti-dilutive effect after adjusting for the effects of
all dilutive potential ordinary shares, diluted loss per share for
continuing and discontinued operations were the same as the
basis loss per share.
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RECKRIEREEK
RREBLHREERIELCEEB 2R
AXBEDREOCRIELEEB 2F
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11. PROPERTY, PLANT AND EQUIPMENT M. YVE BERRE

Furniture
Leasehold and Motor
improvements equipment vehicles Total
HEMERE REARRE AE @t
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
At beginning of year 2008 RZZEZNE] 288 385 514 1,187
Additions B 1,245 489 1,891 3,625
Disposals & (222) (11) (200) (433)
Reclassified from assets held NHELEEEENNE

for sale - 114 118 232
Reclassified as assets held for sale  EFHBAFELELE - (202) - (202)
Depreciation charged for the year FRITE S H (1,180) (234) (677) (2,091)
Disposal of a subsidiary HE—RRELA - (2) - (2)
131 539 1,646 2,316

At 31 December 2008 RZZZNF

+-A=+-H

Cost XA 1,247 1,411 2,371 5,029
Accumulated depreciation 2EHE (1,116) (872) (725) (2,713)
131 539 1,646 2,316
At beginning of year 2009 RZZZNET] 131 539 1,646 2,316
Additions NE - 5 - 5
Disposals HE - (47) (84) (131)
Depreciation charged for the year FRFEZH (131) (159) (696) (986)
- 338 866 1,204

At 31 December 2009 R-ZETNF

+-B=+—H

Cost AR 1,247 952 2,219 4,418
Accumulated depreciation ZEHE (1,247) (614) (1,353) (3,214)
- 338 866 1,204

ANNUAL REPORT 2009 —EZ h £ F3# 71



Notes to the Financial Statements

Bt %% R MY R

12. INTEREST IN ASSOCIATES

The interest of the Group in the associates is set out below:

12. REEE RN Tl 2R

AEBERBERR ZERHIIOT

As at
31 December
As at 31 December 2009 2008
i
“ET)NE
+-A
RZBEAF+ZA=1-8H =+—8
Golden Tianjin Tinhua
Fame  Kai Sheng (Note a) Total
xE
¢F XREMIEB (Hiita) st
HK$’000 HK$’000 HK$’000 HK$’000 HK$'000
TER TER TER TER FET
Share of net assets EIEEEFE 34,410 2,684 66,507 103,601 37,218
Goodwill on acquisition (note 28) WiigEE 2 B2 (H5E28) - - 91,993 91,993 -
Impairment loss REBE - - (158,500)  (158,500) -
34,410 2,684 - 37,094 37,218

Details of the principal associates at the end of the reporting

period are as follows:

Name of associates

Principal place of
operation/Place of

Form of business incorporation

R EPERD 2 T EZBE R FFIFN

T

Proportion of
registered capital
and voting power
held by the Group

Principal activities

KEE
TEEERY FEEmERR
BenNgan EBEA 1 B 3L 3t B SR TEXK
Tianjin Kai Sheng Automobile Incorporate PRC 50% Provision of repair service
Service Co. Limited for automobile and
(“Tianjin Kai Sheng") distribution of Nissan
motor vehicles
REMIETEZERRLT EE s 50% REAFHERBR
(TREmEZE]) PHBERE
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12. INTEREST IN ASSOCIATES (Continued) 12. Rt R R 2w (&)
Proportion of
registered capital

and voting power
held by the Group

Principal place of
operation/Place of

Name of associates Form of business incorporation Principal activities

K&EE
TEEENY/ FRHERERR

BELRER £BER 17 B 37 3t B REEFELH TEEH

Golden Fame International Incorporate Hong Kong 40% Logistic business
Investment Group Limited
("Golden Fame")

EERUREEEERARA =E ) 40% MRER
(TefE])

Tinhua Excel Way Special Fiber Incorporate PRC 42.86% Manufacture of carbon
(Xintai) Company Limited fiber
("Tinhua")

RERBNEHE (FR)BRRA  EE HE 42.86% BSR4
(IRE])

BHMERAZMBERBENT

Summary of financial information of associates are as follows:

Golden Fame Tianjin Kai Sheng Tinhua Total
& RETHNB 34 @it
2009 2008 2009 2008 2009 2008 2009 2008
“EEAE  CZZT/\F ZEEAE  —ZT)/\F  ZBEAE  —TE/\F  ZBEAE  C-ID)\E
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
TEx TET TR THET ThT T THT THx
Share of associates’ EEBEAREERER
assets and liabilities
Non-current assets ¥NBEE 29,770 28,045 20,879 21,841 40,036 - 90,685 49,886
Current assets RBEE 89,225 94,193 48,726 33,110 13,506 - 151,457 127,303
Non-current liabilities ¥RBEE (22,549) (62,058) - - - - (22,549) (62,058
Current liabilities nBEE (54,002) (20,551) (63,284) (48,120) (426) - (17,7112 (68,671)
Minority interest DUREER (8,034) (6,108) (3,673) (3,134) - - (11,707) (9,242)
Share of associates’ revenue and ~ EHESE DA AW KB
profit
Revenue s 219,120 224,362 165,352 154714 - - 384,472 379,076
Profit (Loss) wfl (EE) 3,689 767 (1,013) 3,697 - - 2,676 4,464
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12. INTEREST IN ASSOCIATES (Continued)

(a)

Investment in Tinhua Excel Way Special Fiber
(Xintai) Company Limited (“Tinhua")

On 26 August 2008, the Group entered into
a subscription agreement (the “Subscription
Agreement”) with Excel Way Investments Limited
("Excel Way"”) and Mr. Yeung Ming Kwong (“Mr.
Yeung”), the director of the Company. Pursuant to the
Subscription Agreement, Excel Way agreed to allot and
issue and the Group agreed to subscribe the subscription
shares, representing 51% of the enlarged issued
share capital of Excel Way. Excel Way is wholly-owned
by Shinning Global Worldwide Limited (“Shinning
Global”), which in turn is held as to 51% by Mr.
Yeung. The Subscription Agreement was completed
on 6 April 2009 at a consideration of USD7,500,000
(HK$58,500,000).

On 6 April 2009, the Group entered into a sale and
purchase agreement (the “S&P Agreement”) with
Mr. Yeung and Mr. Zhang Hua. Pursuant to the S&P
Agreement, the Group agreed to acquire 100% share
holding in Shinning Global at a consideration of
HK$100,000,000, which had been settled by issuance of
convertible notes by the Company. The transaction was
completed on 18 May 2009.

Before contemplating the above transactions, Excel Way
has entered into joint venture agreement with a PRC
investment partner. Under the agreement, Excel Way
holds 42.86% of the register capital of Tinhua. Under
the joint venture agreement, the PRC investment partner
has contributed US$10,000,000 (HK$78,000,000) by
way of machinery and held 57.14% of the registered
capital of Tinhua. Excel Way is required to make capital
contribution of US$7,500,000 (HK$58,5000,000) in
cash within two years from the date the PRC authority
issued the business licence to Tinhua. Up to the end of
the reporting period, Excel Way had contributed capital
of approximately US$4.4 million (HK$34,351,000) to
Tinhua. The remaining approximately US$3.1 million
(HK$24,149,000) was recorded as other payable as at 31
December 2009.
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12. R E DR 2R (&)

(a)

RRXEBRISEAE (FR)ERA
A(TRE])ZRE
RZZEENFNAZ+B K&
EERRIRE AR AR (DR ) &
RAREEGAREE ([BEE])
FIuREHE ([RBHR]) - BRE
REBR SHREAEREBERETM
AEERERERBRMD (EHER
S ERE BITRA 251%) o
& L FA Shinning Global Worldwide
Limited ([Shinning Global |) %
& # 7  MShinning Globalf 15 5%t
ERBSI%Em RBHEZRZ
TZNFHARNHER(ET,500,000
27T (58,500,000 7T ) FEAX °

RZZEZNFNHANE NEHE
BRERKICTEETZEE B#®
(TEEWH=]) - RIBEEWHzE K
&£ B R = U8 Shinning GlobalZ 38
f% % - X {8 A100,000,0007 7T ' E
BARGAEITAIRRER 25
BN -BEXIER-_ZEZNFH
A+ N\BZEK-

RETZ LR SR BB EA A
BRERBHEBILAERZE -BE
Z W B R A ANEA42.86%
MER-BREZEGLEHE A
REREHDARE®E 2 T D
%10,000,0003 T (78,000,000
Br) TRHBREIMEARZ
57.14% o 7R B RR M R 2E 38 1 &
X¥HREARBTWMEAN BHAD
& 33 47,500,000 7t (58,500,000
BIL) HEREHERA  HE
B R KZEFE#4,400,000% T
(34,351,000 L) - RZTEZNF
+=-A=+—H"#T#%3,100,000
F7C (24,149,000 L) B ARSI A
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12. INTEREST IN ASSOCIATES (Continued)

(a)

Investment in Tinhua Excel Way Special Fiber
(Xintai) Company Limited (“Tinhua") (Continued)

The equity interest of Tinhua attributable to the Group
at acquisition was approximately HK$66,507,000 and
the excess of HK$91,993,000 representing the excess of
the aggregate consideration of HK$158,500,000 over
the Group’s share of interest in Tinhua is recognised as
goodwill. As both Shinning Global and Excel Way are
effectively the investment holding vehicles owning the
42.86% interest in Tinhua, the majority of the goodwill
arising from the transactions is attributable to Tinhua and
recorded as a component of interests in associates.

As informed by Tinhua, due to the lengthy administrative
process for a bank in granting banking facilities to
Tinhua, the required liquidity to meet the working
capital requirement for the commencement of Tinhua's
production has been adversely affected. Consequently,
the trial run and formal operations of Tinhua have been
postponed despite the fact that certain construction
works of the first production plant have been
substantially completed. The directors believe that such
uncertainties arisen will in turn increase the risk exposure
of its investment in Tinhua. Accordingly, the Group did
not inject the last capital instalment by the extended
deadline of 30 December 2009.

Given the unforeseeable prospect of Tinhua's business,
the Group is contemplating to voluntarily liquidate Excel
Way, Shinning Global together with the investment
holding companies holding 100% equity interests in
Excel Way and Shinning Global (collectively known as the
“Cessation Group”). The voluntary liquidation process
of Excel Way has been commenced as announced by the
Company on 15 April 2010.

Bt %% R MY R

12. R E DR 2R (&)

(a)

RRAEZBISESRE (FR)ERA
A([RE])ZRE(£)
REBEBRWEREMLRE ZRA
1% %5 49 /66,507,000 7T+ 1 8
2 £791,993,000/% 7t (AN 42 K (B
158,500,000 7T #8 tH 7~ & & J& 15
RERG ) NERLSEE A
A Shinning Global & i Bl B B £ 15
BIEAREL2 86%EE 2 B
TR BXGEEZ R EHEY
RERE ARG BREEE QA
2w 2 K E D o

MREMEM ARRITARER
HETEEANBE TR Z1THIE
F 2XERBHBERBESRER
FREEXRB ZEES —EXE
TR E- - Fit BEGRELEERE
ZETREIBEARTI  XE
ZREBETREAZEDEHELE -8B
ERE HWRZAFIEERZE
AR BN KRE 2 RE R - Bkt
AEERELERRH (AI_FTFTA
FH+_A=TR)AEBIELRER
—HxE-

BERREZXBZTHANS A&
B 38 5 2% % &~ Shinning Global
i [\ # A 3% B & Shinning Global
100% MR Az 2 I EZERAE (47
HMIRLEBR])ETEHFRL -
RARAFRRZZE—ZFMNATHBER
N ERBCEBEEREFLEEE
Bg o
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12. INTEREST IN ASSOCIATES (Continued)

(a)

(b)

Investment in Tinhua Excel Way Special Fiber
(Xintai) Company Limited (“Tinhua") (Continued)

The directors are of the opinion that the possibility
of recovering the residual value from the investment
in Tinhua is low given the lengthy liquidation process
and related costs to be incurred. Accordingly, a full
impairment loss of HK$158,500,000 was made. As a
result, the Cessation Group has been marked down to nil
value in the financial statements for the year ended 31
December 2009.

Under clause 5 of the acquisition agreement of Golden
Fame, the guarantor, who is the 40% equity owner in
Golden Fame, has guaranteed in the event that Golden
Fame's yearly profits before tax for the two years period
from 1 January 2008 to 31 December 2009 falls below
HK$12 million, he will compensate the shortfall to
Golden Fame which will eventually increase the Group’s
share of Golden Fame’s net assets.
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12. R E DR 2R (&)

(a)

(b)

RRXEBRISEAE (FR)ERA
A(TRENZRE (&)
EERB ENBEEFARY
SEAEMBBKA KR FYRE R
REZREZHBEBZ TN
TR -EmMEstRE2EBERESE
158,500,000 Lo Bh It - B E =
TTNFE+_AZ+—RHLEFEZ
FBHRE KRIESBEERBZET
EE-

BEEREBZESBSHR ERA
(BEE0%KRE2HEBAN)BED
ER WEREBRZZZENF—HA
—HREZZTTANF+A=4—
B 1E MBI 2 & F R T AA MK
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13. GOODWILL 13. B8
As at
31 December
As at 31 December 2009 2008
RZZENE
R=ZEAE+=A=t+-H +-A=1+-8
Tianjin Natural
Kai Sheng Harvest Total
EIFL Bt a3
HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TAT

Carrying value REE

Acquisition of subsidiary/associates WERBRR,/BEQT 20,000 55,000 75,000 75,000

Less: Impairment loss HREER (20,000) (55,000) (75,000) (75,000)

At end of the reporting period RRERERA - - - -

Notes: B 5

(@)  The goodwill arose on the Group’s acquisition of Tianjin Kai Sheng (a) HERAEEWBEREHYBAELHEER
Automobile Service Company Limited and Natural Harvest Investment NERERAKEBRABMELE-

Limited.

(b)  The recoverable amounts of the cash generating units containing goodwill (b) ZERESELBMNZAIKOLSIE (BEFE)
have been determined based on a value in use calculation. The value in BIETHEBEEEET - FTHEBEREBIR
use is calculated based on discounted cash flow projections, which are REeRERAGE BEBAIAEREEZ
prepared on the basis of financial budgets approved by management AEUHBERITRRGEIONRER - E1EE
covering a 5-year period and a discount rate of 10% per annum. HELFAFrEEEERFMNEENER
Management believes that any reasonably foreseeable change in any B NI SEREE AREEBBEER
of the above key assumptions would not cause the aggregate carrying W o] 4 %8 -

amount of the goodwill to exceed its aggregate recoverable amount.
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14. AVAILABLE-FOR-SALE FINANCIAL ASSETS

15.

14 THHENKEE

The Group The Company
X&E PN

2009 2008 2009 2008

“EBNE —ZENF “EBNE —ETNE

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

TET FHT TET FHT

At cost less impairment loss BEEAREREESE

Unlisted equity interest in Taiwan, R & & 2 3 EmRAES

at cost N 6,908 6,908 6,908 6,908
Unlisted equity interest REBZ I EHRARR

in Hong Kong at cost KA 25,000 25,000 = -

Impairment loss recognised BRERRMEERE (31,908) (31,908) (6,908) (6,908)

The unlisted investments represented long-term investments
in unlisted equity securities issued by private entities. They are
measured at cost less impairment at the end of each reporting
period because the range of reasonable fair value estimates is
so significant that the directors are of the opinion that their
fair values cannot be measured reliably.

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

FLETREERLABREITZIFLT
BAESZERRE -ARIFLTRE
ZEERAFEGLHAREBAN EFRA
BEASHMABEREQATE UNESHS
HIER AR A R ERERE -

15. RERRZELAFEREE MK
BE

2009 2008
—EENF ZET)NF
HK$'000 HK$'000
THER FHET

Equity securities listed in Hong Kong BALMRAFES
At beginning of year REH] 98,748 209,975
Additions BA 311,080 265,018
Disposals e (162,748) (233,935)
Fair value adjustments N EHE 26,839 (142,310)
At the end of the reporting period REREBLERB 273,919 98,748
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FINANCIAL ASSETS AT FAIR VALUE THROUGH 15. AERIRRAFEREZHBE
PROFIT OR LOSS (Continued) E(E)
The fair value of listed equity securities is based on quoted ETRAESZ ATFETRIERSE B
market prices in active markets at the end of the reporting RAEERMSMm o METE-
period.
At the end of the reporting period, none of the Group's RMEBERA NEBRBHIREA
financial assets at fair value through profit or loss exceeded VTEREUBEESNBRBRERNEER
10% of the Group’s total assets. In addition, the Group's BEZ10% o o REEBREERER
shareholding in each of the investees did not exceed 20% of ZRELEBRAZERKETEBITR
the issued shares of the investees. 7220% °
INTEREST IN SUBSIDIARIES 16. RMB AR 2R
2009 2008
—EEhE —EE)N\F
HK$'000 HK$'000
FiE T FHE T
Unlisted shares, at cost JEETRRG - HAA - -
Amounts due from subsidiaries NG E O 1,233,774 958,310
1,233,774 958,310
Less: Provision for amounts due JB FERBE B A R FRIE BB
from subsidiaries (913,848) (745,848)
319,926 212,462
The amounts due from/to subsidiaries are unsecured, non- JEU,FE B A R U8 A &K ¢
interest bearing and have no fixed repayment terms. BREREFEERE-
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16. INTEREST IN SUBSIDIARIES (Continued) 16. RMMB ARl 2R (&)
ARNBAEEMBATAIR-_SETAE+—
A=+—BzaEmT:

Details of the Company’s principal subsidiaries at 31
December 2009 were as follows:

Issued and

Place of fully paid Percentage of

incorporation/ share capital/ equity interest held

Name of subsidiary operation registered capital by the Company Principal activities
ERITRARE
WEAREE HBAYL EEhY BE/EMEER  RAAFMBEREIEEZEIN FEEH
Directly Indirectly
HE &

Continuing operations

FEREER

Crown Creation Limited British Virgin Islands US$1 - 100%  Investment holding
RERAES %7 REAZKR

Excel Way Investments Limited Hong Kong HK$30,000 - 100%  Investment holding

HHREARAT Bk 30,0007 7 REER

Forefront Finance Co Limited Hong Kong HK$2,000,000 - 100%  Money-lending

BHMBERRLNA B 2,000,000/ 7 i

Great Journey Limited British Virgin Islands Us$1 - 100%  Investment holding
RERTES (e REZR

Harvest Peace Limited British Virgin Islands US$1 - 100%  Investment holding
RERAES (E REAZKR

Leapfly Limited British Virgin Islands Us$1 - 100% Investment holding
RERTES (e REZR

Loyal Fine Limited British Virgin Islands US$1 100% - Investment holding
RERAES %7 REAZKR

Natural Harvest Investments Limited British Virgin Islands Us$1 - 100%  Investment holding

BAREBRAF RERTES (e REZR
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16. INTEREST IN SUBSIDIARIES (Continued) 16. RMMB ARl 2R (&)

Issued and

Place of fully paid Percentage of

incorporation/ share capital/ equity interest held

Name of subsidiary operation registered capital by the Company Principal activities
BRITRAR
Wi 2 B B B HMRYL EEHH RA/ZAMEEX AAIFMBERAEZEIL FEEH
Directly Indirectly
E# B
Continuing operations (Continued)
BRGERY (&)
Ready Capital Limited British Virgin Islands Us$1 - 100% Investment holding
AERTES (E REZR
Shinning Global Worldwide Limited British Virgin Islands US$10,000 - 100%  Investment holding
KBRS 10,0005 7T REER
Sino Wealthy Limited British Virgin Islands Us$1 - 100%  Trading of securities
AERTES (E EF5EE
Smart Oriental Limited British Virgin Islands Us$1 - 100%  Investment holding
KBRS %7 REER
Suntrend China Limited Hong Kong HK$1 - 100% Investment holding
HiahEER A 0 BT REZR
Talenteam Development Limited British Virgin Island Us$10,000 - 61.25%  Investment holding
BRERARRLA KBRS 10,0005 7T REER

ANNUAL REPORT 2009 —EZ h £ £ # 81



Notes to the Financial Statements

Bt %% R MY R

16. INTEREST IN SUBSIDIARIES (Continued) 16. RMMB ARl 2R (&)

Place of
incorporation/

Issued and
fully paid
share capital/

Percentage of
equity interest held

Name of subsidiary operation registered capital by the Company Principal activities
BRTRER
WEAR AR A B BA/ZMERX AARFERAEZEIL TEER
Directly  Indirectly
E# &
Discontinued operation
BRLREER
Allen Motor Co, Limited Hong Kong HK$2 - 100%  Provision of agency
services for insurance
and financing of
motor vehicles
GSRETBRAF Bk 2ET - 100% RETERBRRBER
B R%
Forefront Automotive Services Hong Kong HK$20 - 100%  Trading of motor vehicle
Company Limited accessories and
provision of motor
vehicle repairs and
maintenance
BARERBERRA BiE 2087 - 100% ABZTEEEHREHR
AERERERE
Forefront International Hong Kong HK$100,000 - 100%  Trading of motor trucks
(Hong Kong) Limited Ordinary share and coaches
HK$6,000,000
Non-voting
deferred shares (i)
BA(BE)ERRA B 100,000 7T - 100% ESERFECLES
6,000,0007% 7
ERFEETRN()
BHAERE (FI)ERAF Mainland China HK$3,500,000 - 100%  Trading of motor Trucks,
coaches and vehicle
Accessories
HE R, 3,500,000/ 7 - 100% KE REDLRAIEER
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16. INTEREST IN SUBSIDIARIES (Continued)

Notes:

(i) Holders of deferred shares have no rights to vote at general meetings or
receive any dividend. Upon winding up, they are entitled to one half of
the balance of the company’s assets after HK$100,000,000,000 has been
distributed to holders of ordinary shares.

None of the subsidiaries had any loan capital in issue at any
time during the year ended 31 December 2009.

17. LOAN RECEIVABLES

Loans granted to borrowers are repayable according to
repayment schedules. The balance comprises loan receivables

16

17.

Bt %% R MY R

B ARz (&)

CEE

() ELERMZIHEAERERERNE FRE /T
EEWEEMRS BB ZAREEF
100,000,000,0007% 7T 1§ & % AR 9k T & 8
BZEHBA MBEZ —FHECROZHE
AZEER-

EMBRARARBE_ZZENF+ A

=t —RIEFEARERMBEHLEERNS
BITEEER

LG EN
ERABE ZERARBERKHRE
B-EHMEREBEKRE TS 2EK

from: B
2009 2008
—EENF —EE)N\F
Notes HK$'000 HK$'000
B 2 FExT FAETT
Third parties EF=5 (a) 61,553 79,969
Allowance for doubtful debts ROR A (1.471) (44,240)

Balances due within one year ETAREEE -

included in current assets R—FREIEZ &6 (b) 60,082 35,729
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17. LOAN RECEIVABLES (Continued)

Notes:

(a)

(o)

At the end of the reporting period, loan receivables (1) carry effective
interest rate of prime rate (2008: from 2% to prime rate plus 4%),
(2) loan balance of HK$1,471,000 was overdue; (3) the remaining
loan balances of HK$60,082,000 (2008: HK$46,861,000) are within
the respective maturity dates (2008: within maturity dates); (4) loan
balances of HK$60,082,000 are secured by the borrowers’ net interests
in their account maintained with a broker (2008: HK$30,707,000); and
(5) loan balances of HK$nil are not secured by any collaterals (2008:
HK$17,678,000).

The directors assessed the collectability of loan receivables at the end
of the reporting period individually with reference to borrowers’ past
collection history and current creditworthiness. In the directors’ opinion,
there was no indication of deterioration in the collectability of the
remaining amount of HK$60,082,000 (2008: HK$35,729,000) and thus

no additional allowance was considered necessary.

As more fully explained in the 2008 annual report, a secured loan of
HK$27,500,000 was made in 2008 to a third party (“the Borrower”).
The Group has taken legal action for recovering the loan and had taken
legal procession of the properties under legal charges in June 2009.
Management has made reference to a valuation report issued by an
independent valuer which estimated the value of the properties for sale
under repossession to be HK$17,000,000. Pursuant to the participation
agreement with another third party (the “Participant”), upon realisation
of the properties, the Participant would be entitled to 27.27% of the
distribution of the proceeds. After deducting the HK$7,500,000 received
from the Participant as well as the legal costs payable to the receiver,
management estimated that there would be a shortfall of HK$7,850,000
which has been fully provided against the loan receivable in the financial
statements for the year ended 31 December 2008. In addition, the Group
has made full provision against the interest of HK$4,083,000 accrued on

the Borrower’s loan.

In October 2009, the properties were realised and the Group was
entitled to a refund of HK$37,403,000 which represented loan principal
of HK$27,500,000 plus outstanding interests of HK$9,903,000.
Pursuant to the foregoing participation agreement, the Group had paid
HK$10,123,000 to the Participant representing the Participant’s share of
the accrued loan interest and the proceeds from the realisation of the
properties under legal charges. Provision of HK$11,933,000 was written
back and recorded as other income upon receiving the proceeds from the
realisation of the properties.

84 FOREFRONT GROUP LIMITED B 5 &£ @A R 2 7

17. ERER (&

CEE

(a)

RBESMERA BRERNNZERFEA
BEENR(ZEENF NREZEZER
FIE 42 ) + (2)E 5K EE#1,471,0005% T Ty 8L
HIRTT : (3)82 T E 345 #260,082,0008 7T (=
EE/)VF 46,861,000F ) BB E (—ZF
FNF AR ()8 54 £260,082,00058
T ERABFELIRE R FRESERE
R(=ZFZF/)VF:30,707,0007T) : B(5)E
RERTHE T EUAEMERRIEER (=F
F)E:17,678,00075T)

EENBEHERAZREFRABEZER
REERRE ZERRE BT EEDKRE
FEUE 3R - 8 =R R0 M TR B R UK @ R
60,082,000 7T ( = FZF /14 - 35,729,000
JT) T EERREE A RN

W-—TTN\FEHAFMIA AEEMA—F
E=7 ([MERA]) & —%27,500,000% 7T
ZEEWER AEEE KB ZEEREK
BUERTE) WERZZEZNFRNAEISEE
RRTYEZEEEER -EEEE2EBL
fEETRDEE I 2 b ET RS - & P A s E 2 F
)2 B{EA17,000,00058 7T - BIE 82—
=F ([28F Iz 28 2850
RO ERIRES Z B FERIBZ27.27% DR
0Bk B 2 85 W B2 7,500,000 7T K fE 1+
MERKAZ Z2ERERE BEEGIELR
7,850,000 T ERE AT E 2 HEREE
ZEEN\E+ A=+ BUHEEZHBEH
RAZEWE R L 2 BB - Lo A&
Bt ERAZ EREST 24,083,000 7T F &
e 2 B -

RZZTTNFETA ZEWEBER mA
&£ H Z AR 37,403,000 T BNER A&
27,500,0007% 7T il >k {8 i F| £.9,903,0007%8
TR FM2REGH AEEBRRZEHL X
££10,123,0007%8 7T BI2 B 75 515 FE 5T & 5K A
BREFZERALZTMEZFNEHIE - BH
11,933,000/ 7T B, T LA [E] - 30 A W BV IR )
EZFBRIER ARSI AEMA
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19.

Notes to

TRADE AND OTHER RECEIVABLES

the Financial Statements

B %% R MY R

18. FE W B 5 R 5K 52 H tb FE W 7RI

The Group The Company
rEE AR F
2009 2008 2009 2008
ZEZThE “EEN\F —EZNE —EEN\F
HK$'000 HK$'000 HK$'000 HK$'000
TET FAL TET AT
Trade receivables EWE SRR - 12 = -
Other receivables Hh e B
Deposits, prepayments and Be BENFER
other debtors H At 8 U8R 3R 6,929 8,763 290 8
Due from an associate (note 18(a)) & Ux — B & A &) 70 B
(KiE18(@a)) 5,065 5,290 = -
Dividend receivable from U — & DR RS
an associate 2,000 - - -
Deposit paid on a proposed HREREINz2RE
investment - 9,776 - -
13,994 23,841 290 8

(@) The amount due from an associate is unsecured, bearing
interest at prime rate plus 2% per annum and repayable
in 2010. During the year, the Group has received interest
income in respect of the amount due amounting to
HK$350,000 (2008: HK$290,000). The loan had been
fully repaid on March 2010.

PLEDGED DEPOSIT
As at 31 December 2009, the Group deposited approximately
HK$558,000 (2008: HK$1,567,000) as collateral to satisfy

contingent warranty and delivery obligations in relation to
certain sales contracts.

(a) BB & ARIRIBREEE .
REEEFEMEFNK2EFL I
BRZZE—SFEE-FRN A5HE
Fh FE W 3K 18 U B F S 4 A350,000
BIL(ZZEZE/NF:290,000%
) EERER-_T—TEFE=A
TBHEE-

19. BERER
RZZEZBAFE+_A=1+—H0 K&
¥ A\ 49558,0008 7L (= FEFE /4 -
1,567,000 T )Emm e BE THE
BHZHIARRBARRFEFEZEIT M-
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20. TRADE AND OTHER PAYABLES

21.

20. BN EZRA R EMENKE

The Group The Company
X&E NN
2009 2008 2009 2008
“EEBNE —ZENE “EENE ZETNF
HK$'000 HK$'000 HK$'000 HK$'000
TET AT TET FHT
Trade payables B 5 ik - 530 -
Other payables Hitt A
Due to an associate (note 12(a))  JER —FEIBE 2 R A 5IE
(M&E12(a)) 24,149 - -
Accrued charges and other FERTE PR I H fth JE A R 3R
creditors 4,454 17,276 1,390 2,185
28,603 17,806 1,390 2,185
ZERO COUPON CONVERTIBLE NOTES 2. ZEETHERERE
2009 2008
—EENE ZET)N\F
HK$000 HK$'000
TERT FET
Liability component =R
At beginning of year REH] - 225,160
Fair value at inception BIR2ATE 141,175 -
Issuing costs BATRAR (2,154) -
Amortisation of effective interest HIHEREN S 762 833
Exercise of conversion rights T e (55,322) (225,993)
At end of the reporting period REBEHERE 84,461 -
Equity component ¥ 2% & A0
At beginning of year REA] - 99,840
Fair value at inception BORZ2AFE 68,825 -
Issuing costs BITAR (595) -
Redemption & @l (45,000) (99,840)
At end of the reporting period RBEHERA 23,230 -
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21. ZERO COUPON CONVERTIBLE NOTES

(Continued)
Convertible notes issued for acquisition of a subsidiary

As more fully explained in note 12(a), on 6 April 2009, the
Group entered into a sale and purchase agreement (the
"S&P Agreement”) with Mr. Yeung and Mr. Zhang Hua.
Pursuant to the S&P Agreement, the Group agreed to acquire
100% shareholding in Shinning Global at a consideration
of HK$100,000,000, which had been settled by issuance of
convertible notes (the “Notes”) by the Company. Pursuant
to an agreement signed between Mr. Zhang Hua and Mr.
Yeung, Mr. Zhang Hua irrecoverably directs the Company to
procure that the Company to issue his convertible note to
Mr. Yeung. The transaction was completed on 18 May 2009
and convertible notes at an aggregate principle amount of
HK$100,000,000 bearing no interest were issued to Mr.
Yeung on the same day. The Notes are convertible into
ordinary shares of the Company, the whole or any part of the
principal amount outstanding, at conversion price of HK$0.19
per share and have a maturity of 3 years from the date of
issue.

On initial recognition, the fair value of the liability component
of convertible notes of HK$55,000,000 is determined using
the prevailing market interest rate of similar nonconvertible
debts. The difference between the gross proceeds of the
issue of the convertible notes and the fair value assigned to
the liability component of HK$45,000,000, representing the
conversion option for the holder to convert the convertible
notes into equity, is included in equity (convertible notes
reserve).

During the year, the Company has received conversion notices
from Mr. Yeung to request for the conversion of the Notes
issued. The Company has then issued a total of 526,315,789
shares at the conversion price of HK$0.19.

B %% R MY R

21. ZEEMBRREE (£Z)

BB -EHNBARRTIRRER
WM E12@FTFR  R=ZFETHFNA
ANEAREBAEGEERKREEERVE
Bz ((BEEHR]) RBREEERE
ANEEE R E U B Shinning Global & #3 A%
- K {8 A100,000,0008 7T B &EBAK
NEVEITARBRER ([BEE]) 2 XX
o RIBRILEERGEERIT 2105 -
SRAE AT A BEHIE R AR R L H K
ARARETFRIEAEZ BB ZIHEE
TITGRE - BRBERHGENR_ZZTNFH
A+ /\BFAK A& #%100,000,000/%5
T2 N B AR EE NN FRBEITT
B o BRI UEIRE G194 T -
BEBRERBLOAEELASEELRE
AARERE BRAHEITHRBE A
HA=4F o

RERERR T RREREESS Z2A
F{E55,000,0007 7T 5 B fA (A FE ] &
BMEB 2 BERMSFEEE BT8R
REBEZFHENBRBEHEBETHED
e 2 A F{B 2 %= 5845,000,00078 7T * Y
BEABTRRERESRAIRE 2 HR
BEE BEARE(TBRREERRZS)
ﬁq °

RER - AR EEG LA 2 BIRBA -
EREBREFETZER AR AIKER
BEIRE0. 198 LB 174 $£526,315,789%
B 15 -
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21. ZERO COUPON CONVERTIBLE NOTES

(Continued)
HK$110 million convertible bonds

On 17 December 2009, the Company had issued certain
zero coupon convertible bonds (the “Bonds”) to certain
independent third parties at an aggregate principal amount
of HK$110,000,000 bearing no interest. The Bonds are
convertible into ordinary shares of the Company, the whole or
any part of the principal amount outstanding, at conversion
price of HK$0.55 per share and have a maturity of 2 years
from the date of issue. In accordance with the terms of the
bond instrument, an option is attached to the bond. On an
exercise within 12 months from the date of issue of the Bonds
of the conversion rights in respect of the Bonds, a converting
bondholder shall be granted the option by the Company to
subscribe, in cash at 100% of their principal amount, for
an aggregate principal amount of optional bonds equal to
the principal amount of the Bonds being converted by that
converting bondholder on the relevant occasion. Accordingly,
the maximum aggregate amount of additional Convertible
Bonds in respect of which Options may be granted is
HK$110,000,000.

On initial recognition, the fair value of the liability component
of the Bonds of HK$86,175,000 is determined using the
prevailing market interest rate of similar nonconvertible debts.
The difference between the gross proceeds of the issue of the
Bonds and the fair value assigned to the liability component
of HK$23,825,000, representing the conversion option for the
holder to convert the Bonds into equity, is included in equity
(convertible notes reserve).

Subsequent to the end of the reporting period, on 10
February 2010, the conversion price of the Bonds were
adjusted from HK$0.55 per share to HK$0.339 per share.
Up to the date of this annual report, HK$110,000,000 of
the Bonds were fully converted into 324,483,760 shares
of the Company. In addition, certain holders of the Bonds
have exercised their options to subscribe additional Bonds
amounting to HK$38,500,000 which have also been
converted into 113,569,316 shares of the Company.
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1. ZEETMBRREE (£Z)

110,000,0007% T 7] 32 B f&

RZZEZNF+ZA+EE ARFMH
ETBUE=FBTETACEEE
110,000,000 L K T et B 2 T8 ER
BmRES ([EF]) ERAUNUEKBRES
f%0.55% 7T i 2 F K E M D KEE
AeBERAAQNALBER BHXEHAAR
BITHR AERFE - BRBEESFXEZ
G B A EERE - MR ESFETAH
RET2E R AITEES 2 ] ET
B EFRFBEARBRERARRTRTER
T AIAREEE100% 2 B RE RS2
HESNETER ZESFSE ARERH
BATHERZEFRNEBEERNER
FHoHL PRI LB ERE ZFEINT
MR EHFBERZ/A110,000,0008 7T ©

REAERE BFAEBI» 2 AFE
86,175,000/ JT Ty AR fB A FE AT 883 (5
B2BERAMGRERET B1EHEZH
SRBBEEBESSESECAFE
2 A= %E23,825,0008 T hiEA ABE
FEBOREZEIREERE BHAR
(AT RBREEEE)A-

RBEPRERAE RZE—ZEF A
+H EHFZzEBEEHASR0SSET
AEEFR339B L -HEAFRA
H+ 110,000,000/ L &% C H & e i
#324,483,7600% A R BB 1D o b AN &
FTEEFBEADITEEBREEURE
38,500,000 T 2 SBINEH L E K 2
B4 5113,569,316% K A FIR%D °



22.

23.

Notes to the Financial Statements

DEFINED CONTRIBUTION PLANS

The group companies in Hong Kong participate in the
Mandatory Provident Fund (the “MPF Scheme”) which is
a defined contribution scheme managed by independent
trustees. The assets of the fund are hold separately from those
of the group companies and are managed by independent
professional fund managers. Under the MPF Scheme, each of
the Group (the employer) and its employees make monthly
contributions to the MPF Scheme at 5% of the employees’
earnings as defined under the Mandatory Provident Fund
legislation. The monthly contributions of each of the
employees are subject to a cap of HK$1,000 and thereafter
contributions are voluntary.

Contributions of approximately HK$175,000 (2008:
HK$325,000) were made during the year ended 31 December
2009.

DEFERRED TAXATION

The Group has not recognised deferred tax asset in respect of
unused tax loss of HK$484,121,000 (2008: HK$587,749,000)
relating to certain Hong Kong incorporated subsidiaries. The
tax losses have no expiry date under current tax legislation.
The deferred tax asset has not been recognised due to
uncertainty of its recoverability.

22.

23.

B %% R MY R

REM RS
AEBBETETEZARC 2058 6%
RESEE ([BEEFE])  ZHETD
BB REAEE 2 RERNGE - % E
CZEERAKEERRZEED FR
B YHBYEXESEEEE -RER
EeFd AEE (BT MEEEAR
BERHIEIBEEZHTE £8EA
FEE ST EFLAERNEERAS%
HR-BRREE2EAHKERS1,000
BT BHZHRAEEREE -

AEBREZ_ZETNEF+_A=+—
BIEFEEDLZHKL A175,000% T
ZEE V4 325,000/ T ) °

EZEHIE
AEBYEREBEE TR ESEM
R zWBRAR Z A HAMIEBEEIE
484,121,000 0 (= FEZF /1 F -
587,749,000/ 70 ) FERIE TR IBE = »
BIBEIRATRE  BIEBBTEERAH -
EIE I8 & B AR B Al &1 AT W Bl 1 1 R
THER o
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24. SHARE CAPITAL 24. B
2009 2008
“2EREF ZZENE
No. of shares No. of shares
RHEE R EE
‘000 HK$'000 ‘000 HK$'000
TR TER T FHT
Authorised: EE:
Ordinary shares of HK$0.10 each ~ SR EE0. 1075t 2 LB
At beginning of year N 10,000,000 1,000,000 10,000,000 1,000,000
Increase in authorised share ETE RGN
capital 40,000,000 4,000,000 - -
At end of the year RELR 50,000,000 5,000,000 10,000,000 1,000,000
Issued and fully paid: ERTRAR:
Ordinary shares of HK$0.10 each ~ BIREE0. 108 L2 &k
At beginning of year ] 936,358 93,636 1,785,813 178,581
Issue of shares on rights issue R ETRG - - 892,906 89,291
Issue of new shares (note a) BITHAR (Maa) 565,258 56,526 919,222 91,922
Issue of shares under share REERESEBTRG
options scheme (note b) (Fi3Eb) 168,990 16,899 147,490 14,749
Share issued on conversion of BRTSRAARRZERE
zero coupon convertible notes BITlRG (HF21)
(note 21) 526,316 52,631 - -
Capital Reorganisation (note c) BAEMR (Miskc) (1,757,538) (175,754) (2,809,073) (280,907
At end of the reporting period REEHERE 439,384 43,938 936,358 93,636
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24. SHARE CAPITAL (Continued)

Note:

(a)

On 25 June 2009 and 9 September 2009, the Company had allotted
and issued to independent third parties respectively 227,270,000 and
337,988,721 shares at cash consideration of HK$0.25 and HK$0.11 per
share.

Pursuant to ordinary resolutions passed during the year, an aggregate of
168,990,000 new shares of HK$0.1 each of the Company were issued to
certain individuals under the share option scheme at the exercise price of
HK$0.133 each.

At the extraordinary general meeting of the Company held on 25
September 2009, the resolutions in respect of the share consolidation and
the capital reduction of the Company (the “Capital Reorganisation”) were
approved by the shareholders. The effects of the Capital Reorganisation

were as follows:

(i) Under the capital reduction, the nominal value of all the issued
existing share will be reduced from HK$0.1 each to HK$0.02 each
by cancelling HK$0.08 paid up on each issued existing share by way
of a reduction of capital.

(i) Under the share consolidation, every five reduced issued shares of
HK$0.02 each was consolidated into one adjusted issued share of
HK$0.10 each.

(iii)  The credit arising from such reduction will be applied towards
cancelling the accumulated deficit of the Company with the
balance to be transferred to the distributable capital reduction
reserve account of the Company.

B %% R MY R

24. R (&

CEE

(a)

RZZETZANFANAZTHABRZZZTAFAH
ANB ARRBMBLE =B RET
3 R227,270,0000% }337,988,72 1A B& 15 -
BeRED A AERR0.258 T K0.11E T

RERFABBZERRER A2FAIR
BEREGERE TENALETAHR
168,990,000/ F AR E{H0. 18 T 2 ¥ AR - 1718
BEREM0.133EBIT-

RARREZFTEAFNAA-THARTZ
BERFRIAE L RRAEZ BN AR AR
a0 R RAEDR ([RABHE]) 2RFER-
BAEHZZEMT

(i) RARBABDR - ABDRAA 2 77 AR
BREETHER D 2 BRKR0.088
T AR RITRERN ZEER
f%0.178 TTHIRL ZE 8 #%0.028 7T

(i) REBRNDELK BERRERKREE.02
BT EBIRME TR A A—RE
B0 0BT 2 AL EHITRGD

(i)  BREURBRAFES 2 ERBIREAR
Az 25t EM - RBRBRERRRZ
A9 R B AN R R o
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25. B E
R E
BRESER-_SSLENAAR

25. SHARE OPTIONS

(a) Share option scheme (a)

A share option scheme was approved by shareholders on
6 August 2007 which will remain in force for a period of
10 years commencing on 6 August 2007.

Under the new share option scheme, the Company may
grant to Directors and employees of the Group and any
other persons who, in the sole discretion of the Board,
have contributed or will contribute to the Group. The
maximum of shares to be issued upon exercise of all
outstanding options granted and yet to be exercised
under the new share option scheme and any other share
option scheme of the Company must not in aggregate
exceed 30% of the total number of shares in issue from
time to time. The total number of shares which may
be issued upon exercise of all options to be granted
under the new share option scheme and any other share
option scheme of the Company must not in aggregate
exceed 10% of the shares in issue, the General Scheme
Limit, at the date of the passing of the relevant ordinary
resolution. If any options is to be granted to connected
person(s), it must be approved by independent non-
executive directors or independent shareholders as the
case may be.
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25. SHARE OPTIONS (Continued)

(b)

(c)

(d)

Movement in share option scheme during the year:

On 14 September 2009, 168,990,000 share options were
granted under the share option scheme to individuals
who provided professional services to the Group. The
share price at the date of grant is HK$0.119. The
exercise price of the share option is HK$0.133 which is
the average five-days closing prices immediately prior to
the date of the grant of the options. The options were
fully exercised on 14 September 2009 and the Company
received proceeds of HK$22.5 million.

Fair value of share options and assumptions

The fair value of share option granted at the grant date
was HK$0.043 per share, which are calculated using the
Binomial option pricing model with the following inputs:

Average share price HK$0.133
Weighted average exercise price HK$0.133
Expected volatility 71%
Expected life 10 years
Risk free rate 2.33%
Suboptimal exercise factor

on early exercise behaviour 1.5

On 26 January 2010, 43,938,446 share options were
granted under the Share option scheme to individuals
who provided professional services to the Group.
The exercise price of the share option granted was
HK$0.32 per share. The options were fully exercised on
the same day and the Company received proceeds of
approximately HK$14 million.

Bt %% R MY R

25. B AE (2)

(b)

(c)

(d)

FREBERETE 228 :
RZEZNFALA+EB AR
ARBEEREAESETRAAEH
REBEZXERB2Z2E2@AAT
168,990,00017 & A% #E o & H B Iy
BE B ZRER0119E T - B
ZiTEEAR0133B L IRH B
ERBRERLDBHRAZFHIK
ME-BRECR_ZTALFNA
TIHEE2ETE AAFEME
EXFT1§ X 7822,500,000/8 JT °

BREQAFERRBR
ERHBERERNRE RSN ATE
REFRR70.0438 7T ThiRIE T3
A — AR EBEEAGFE:

R E 0.133/8 7T
niEFEHITEE 0.133/8 7T
T8 HA R 18 71%
TEHA B A 104
| B A =X 2.33%
RETERZ

RIETHERHEZ 1.5

RZZE—ZF—-—A=Z+H"
43,938,44617 B ik 7 £ 1R 15 08 AR 7
HERTZRENASERHEIER
BZBEAT - BEREEREZT
FEAER0I2E T - ZSERE
ERFBEREITE  AQFEA M
W ER BT 15 I8 £914,000,0007% 7T ©
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26. RESERVES 26. #fE
The Company AT
Zero
coupon Share Capital Capital
Share  convertible option  Contributed Capital  Redemption Accumulated

Premium notes reserve Surplus Reserve Reserve Deficit Total
28% &% &%

RARE TRREE BRERS HABR EXRE BEHE EE @it

HK$'000 HK$'000 HK$"000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TET TR TER TR TAT TET TATL

At 1 January 2008 RZZENF-A—-H 550,566 99,840 - 16,692 4,492 1173 (649,299) 23,464
Issue of shares on right issue RREETRG 89,291 - - - - - - 89,291
Issue of new shares BOHR 55,716 - - - - - - 55,716
Issuance costs on issue of new shares BT L2 B1TRA (8,913) - - - - - - (8,913)
Redemption of zero coupon BEZSEUARER

convertible notes - (99,840) - - - - (2,560) (102,400
Share options granted R BRE - - 6,239 - - - - 6,239
Exercise of share options id it 22,906 - (6,239) - - - - 16,667
Capital organisation hAEA - - - - - - 280,907 280,907
Loss for the year FRER - - - - - - (244,028) (244,028)
At 31 December 2008 RZZENEF-AZ1-H 709,566 - - 16,692 4,492 1,173 (614,980) 116,943
At 1 January 2009 RZZZNE-A—-H 709,566 - - 16,692 4,492 1173 (614,980 116,943
Issue of new shares BOER 35,000 - - - - - - 35,000
Share options granted RiLERE - - 7,210 - - - - 7,210
Exercise of share options e RE 12,788 - (7,210) - - - - 5,578
Convertible notes issued and converted E{TRERITERER 47,690 23,230 - - - - - 70,920
Capital organisation RAEE - - - - - - 175,754 175,754
Loss for the year FREER - - - - - - (176,691) (176,691)
At 31 December 2009 R=BEAE+-A=1-A 805,044 23,230 - 16,692 4,492 1,173 (615,917) 234,714
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27. CASH USED IN OPERATIONS 27. REFARE

The Group
rEHE
2009 2008
—EENF ZET)N\F
HK$'000 HK$'000
THER FHT
Loss before taxation 74 Al Es 1B (59,814) (265,660)
Interest on bank and other borrowings RITREAMEE 2N E 229 797
Interest income B U A (351) (577)
Share of results of associates JEAG B & N R 3 AR (2,676) (4,464)
Impairment loss on goodwill B2 R EE R - 8,000
Impairment loss on interest in R E QR R 2 R EEE
an associate 158,500 -
Gain on redemption of BEOTEERBRERZKE
zero coupon convertible notes - (8,393)
Amortisation of liabilities component of — E#sE AR EE 2 B E LD
convertible notes 763 833
Loss in discontinued operations ERIEEEXEB 2 EE (1,798) (8,642)
Gain on disposal of subsidiaries HENB QR W - (5,648)
Gain on disposal of assets held for sale ~ HEFEHEETE 2K - (175)
Depreciation of investment property and EE&EWEL R - HE &
property, plant and equipment HERE 986 2,225
(Gain) Loss on disposal of property, HEMZE -WERZRE2
plant and equipment (Yha) B8 = 290
Share options granted 5 B R 7,210 6,239
Reclassified back from subsidiary held HFELENBAREFR D
for sale - 276
Changes in working capital: LEEeE
Fair value of financial assets RERRZATFEREZ
through profit or loss PBEECATAE (175,171) 131,387
Inventories A= 6,782 20,864
Trade and other receivables f%lfé%'bﬁm&ﬁ@fﬂ&m 2,871 16
Trade and other payables T E SRR B b T R (13,352) 923
Loan receivables B E = (24,353) (34,215)
Cash used in operations KEFFHAERS (100,174) (155,924)
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28. ACQUISITION OF SUBSIDIARIES/ASSOCIATE

As more fully explained in note 12(a), during the year, the

Group acquired the entire equity interests in the following

companies.

Completion date

Name of acquired

Place of

28. WEEMIB AT HeE AT

Mt EE 1 2(a) PrEF AR SER - £ AEER
WETI AR 2B

of the acquisition companies incorporation Principal activities Consideration

Wi 5E BL B 1 B AR BB = AR 3L ith Bh FEXEW &

HK$'000

TR

6 April 2009 Excel Way Hong Kong Investment holding 58,500
—ZETAFMAKRH i BX E% REER

18 May 2009 Shinning Global British Virgin Islands Investment holding 100,000
—ZZNFAA+/AB  Shinning Global EBETHS TE R
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28. ACQUISITION OF SUBSIDIARIES/ASSOCIATE
(Continued)

The aggregate fair value of the identifiable assets and
liabilities of the acquired subsidiaries as at the dates of

B %% R MY R

28. WIBMIB AT HE LT (&)

BB B2 B R E B 2 A B E
RABzRRAFEREZRAMTERN
RRBEBMB RS ENEE 2 IREESR

acquisition and their carrying value determined in accordance

with HKFRS immediately before combination are as follows: FIEnT
Carrying
value and
fair value
1R B
RAVE
HK$'000
FAETT
Interest in associates — Tinhua REE RN 2 Em— KRE 66,114
Bank balances and cash RITHEGFTRR2 7
Other receivables H {th e W IR 389
Other payables H b fE A F0E (3)
66,507
Goodwill arising on acquisition — Tinhua IR EE B —KRE 91,993
Total consideration BRE 158,500

Consideration satisfied by: REXMAH:

Cash R 58,500
Issuance of convertible notes BITR R E R 100,000
158,500
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28. ACQUISITION OF SUBSIDIARIES/ASSOCIATE
(Continued)

As more fully explained in note 12(a), the Group's acquisition
of Shinning Global were satisfied by the issuance of
convertible notes of the Company in the principal amount
of HK$100,000,000, which is convertible to 526,315,789
ordinary shares of the Company at a conversion price of
HK$0.19. The convertible notes were issued on 18 May 2009
and the fair value of the equity component at the issue date
is HK$45,000,000. The fair value of the liability component
of the convertible notes was determined with reference to
market interest rate of comparable non-convertible notes.
The residual amount represents the fair value of the equity

component.

Since the acquisition, the acquired subsidiaries made no
significant contribution to the revenue and results of the

Group.

The goodwill recognised was attributable to the profitability
and the synergies expected to arise from the acquisition taken
into consideration of the future prospect of Tinhua's business

at acquisition.

29. MAJOR NON-CASH TRANSACTIONS

As detailed in note 28, the Group acquired the entire interest
in Shinning Global at a consideration of HK$100,000,000
which was satisfied by the issuance of convertible notes by

the Company in the principal amount of HK$100,000,000.
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WBHELAR BEQR (F)

BAFT FE12(a) TR A A BE - AN S B U BB
Shinning GlobaliZ @B AR A EITAS
#H3%100,000,0008 70 2 AT A IR R R X
- BT ER T RERESAR0.19
75 L8 # 5526,315, 789 AN A B T @
o AR ERD R _ETAER AN
BT MEBIRETAZATE
7%45,000,000/% 7T - AJ AR 15 A & &6
DZRAFENZRABLERIETRERE
BemisHEET - BREAERLD 2
NEE

BUWEBAK S WBHEB LR L&A
SEZBEREETRKERER-

BEDABBEREEZEFEN R
BRREER EFERKERZEA
BREXB AR

FEIRERS

M E28M A A A K H R K (E
100,000,000/ 7T Y Shinning Global &
MEDE FRAKREAEBHARRETA
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30. CONTINGENT LIABILITIES

Alleged agreement on investment in a customer

Mr. Lo Chia Yu (“Mr. Lo”) has allegedly claimed a verbal
agreement was entered into on 12 March 2002 by his
wholly-owned company, Global Travel Holdings Limited
(“Global Travel”) and Forefront Automotive Services
Company Limited (“FAS"), a wholly owned subsidiary of the
Company, relating to an equity investment by FAS in Global
Travel amounting to HK$7,800,000. FAS position is that
the agreement was subject to it conducting due diligence
on Global Travel to its satisfaction. As requested, FAS paid
a deposit of HK$2,000,000 to Mr. Lo. Subsequently, the
accountant firm employed by the FAS reported unsatisfactory
due diligence, therefore FAS did not elect to proceed
with the alleged agreement. Mr. Lo has filed proceedings
claiming HK$7,800,000 together with alternative damage
and FAS has lodged a counter claim to Mr. Lo for return of
the HK$2,000,000 paid as deposit. A contingent liability
netting off the counter claims as set out above amounting
to HK$5,800,000 are alleged to be due from FAS to Global
Travel. The matter has not progressed after an initial hearing
and was adjourned to a further date to be determined by
the court subject to its receipt of sufficient document from
the two parties. The Company has not received any notice in
relation to any specific dates for any further hearing.

B %% R MY R

30. AIREE

R—BEFZRENERHER
BRERMAE(BRAEE]EHEEL2ER
& 2 A alGlobal Travel Holdings Limited
(IGlobal Travel | ) 2R NG Z2E
MEBARBEAAERBEERAR ([E
FRERE)R-_TT-_F=A+=H
FIVAERE ER P REAFARERY
M Global Travelz J&#$% & 7,800,000/
TLe A RERE 2B AZBEENE
W E ¥ Global Travell 1T 2 BEEEEL S
AEE B AERBE EERKMET
4 —2#42,000,0008 T » H 1%
ERNEARERBZEE 25 ITHRE
VR mEBEZERESLER BHTERS
AimERETEERTTZEBBZE B
HB ARZE7,800,000/8 TERENIE
ERE mEsTERBE MEKEER
R ZEE B3RR B B 3% £2,000,000
BT Bt RIREE Eil R REFRIBEIE
818 /7 /25 R /X & Global Travel Z sk #&
B (& /45,800,000 L it EERYIZE
R ETMAER EERMERE
EEREREE S RAXHBRAECE
B FETEE AARLEEESH
R B BEITEME —FRAZ
AN
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31. COMMITMENTS
Commitments under operating leases

The Group leases a number of properties under operating
leases, which typically run for an initial period of 1-3 years.
None of these leaser includes contingent rentals. At the end
of the reporting period, the Group had future lease payments
under non-cancellable operating leases, which are payable as
follows:

31. KiE
ESEERE
AEBUL— BN AE—F=F L4
MERBLEDE - SRR TaE
KRS - RIS LR D REBERT
AT SFSN 4G 4 S 7 K R & 2R R B
TEHE A

2009 2008

—EENF —TTNF

HK$'000 HK$'000

FERT FHET

Within one year —F N 269 211
In the second to fifth years inclusive E_ZERF (BEEEMRSE) 591 7
860 218

32. RELATED PARTY TRANSACTIONS

Other than disclosed elsewhere in the financial statements,
during the year the Group had the following significant
related party transactions:

(@) The remunerations of key management personnel

32 BEANLRS
BB RREMEBOREEIN  ARE
RERNETZERBEALRZET:

() TEEEAE (BFEF)RNFRZM

represented by directors during the year are as follows: Ea/UINE
2009 2008
—EENF ZETNF
HK$'000 HK$'000
FET FAT
Employee benefits expenses EERAMAX 2,516 3,451

Contributions to defined FE HRETEI K

contribution schemes 36 38
2,552 3,489

Further details of directors’ emoluments are disclosed in
note 5.
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32. RELATED PARTY TRANSACTIONS (Continued)

(b)

Mr. Zhuang You Dao, a director of the Company, has
given personal guarantee to the Group for a loan of
HK$5,000,000 granted to a subsidiary to finance its loans
to Tianjin Kai Sheng.

In addition, during the year, a subsidiary of the
associate advanced RMB10,000,000 (equivalent to
HK$11,416,000) to Mr. Zhuang which amount has
been pledged as a security to facilitate the associate
to obtain banking facilities from a bank. At the end of
the reporting period, the amount due from Mr. Zhuang
was reduced to RMB9 million upon settlement of RMB1
million banking facilities utilised.

On 22 December 2009, the Group agreed to grant
additional loan of HK$12,500,000 to Tianjin Kai Sheng.
The loan is also guaranteed by Mr. Zhuang, for use
in financing the associate’s automobile distribution
business. The loan was subsequently terminated on 5
February 2010 and no cash outflow was incurred in
respect of the loan.

Mr. Zhuang has given personal guarantee to a supplier
of the associate for provision of financing facilities
in aggregate of RMB20,000,000 (equivalent to
HK$22,684,000) granted to the associate.

Bt %% R MY R

NR.BEALXRE (£)

(b)

AARESHRELERE T M
/B A& 25,000,000 7T & 7K E 2K
SEELEAARR - ZEERTA
A 2B A RlRft 7 REmE

AN ZBE AR —HKHEA
ARFEFARARELEBRNARYE
10,000,0007T (8% 711,416,000
BIL)  REREOKER A
ZHEARRMBERITZETHE
ZHER - RBEBAR BRELE
ZHRIEREECBHAZEBITREA
R ®1,000,000L 8@ 2> =2 AR
9,000,0007T °

RZZFZEAF+T_A=Z+T=ZAH XK
SERERAXEMIBREENE
5%12,500,000/8 L 2 ZEEFRNE
BHEEREER BUAZHE
REIZABDHEBIRRES - Z
EEREBR T —ZTF_ARA
BiE MZEERTEEXNR SR
Hjo

HEAEEBE AR BRMH R
ZEzEHEA £ ARE20,000,0007T
(FA% 422,684,000/ 7T ) [A) 5% Bk &
NAlZ —BHEBRHBAAER
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32. RELATED PARTY TRANSACTIONS (Continued)

(e) As more fully explained in note 12(a), on 26 August
2008, the Group entered into a subscription agreement
(the “Subscription Agreement”) with Excel Way
Investments Limited (“Excel Way”) and Mr. Yeung Ming
Kwong (“Mr.Yeung”), a director of the Company. The
Subscription Agreement was completed on 6 April 2009
at a consideration of USD7,500,000 (HK$58,500,000) for
subscribing the shares in Excel Way.

(f) On 6 April 2009, the Group entered into a sale and
purchase agreement (the “S&P Agreement”)
with Mr. Yeung and Mr. Zhang Hua. Pursuant to
the S&P Agreement, the Group agreed to acquire
100% share holding in Shinning Global Worldwide
Limited (“Shinning Global”) at a consideration of
HK$100,000,000, which had been settled by issuance of
convertible notes by the Company. The transaction was
completed on 18 May 2009.

33. FINANCIAL RISK MANAGEMENT

The Group's principal financial instruments are investment
securities, convertible notes, bank loans, cash and short-term
deposits. The main purpose of these financial instruments
is to raise and maintain finance for the Group's operations.
The Group has various other financial instruments such as
trade receivables and trade payables and financial asset and
liabilities at fair value through profit or loss, which arise
directly from its business activities.

The main risks arising from the Group's financial instruments
are equity price risk, credit risk, foreign currency risk and
liquidity risk. The Board of Directors generally adopts
conservative strategies on its risk management and limits the
Group’s exposure to these risks to a minimum. The Board
of Directors reviews and agrees policies for managing each
of these risks and they are summarized below. The Group
also monitors the market price risk arising from all financial
instruments.
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33. FINANCIAL RISK MANAGEMENT (Continued) 3. ik ERER (£Z)

Equity price risk %18 = B
The Group is exposed to equity price risk arising from trading REREZRERREKERHBRAKD
of listed securities classified as investments held for trading in HABEEEREZLTHESFEE &K

the statement of financial position. The sensitivity analysis has
been determined based on the exposure to equity price risk.

At the end of the reporting period, if the quoted market
prices had been 5% higher or lower while all other variables
were held constant, the Group’s net loss would decrease or
increase by HK$13,696,000 (2008: HK$4,937,000) as a result
of changes in fair value of investments. The Group’s sensitivity
to equity price has changed significantly from the prior year.

The sensitivity analysis has been determined assuming that
the reasonably possible changes in the stock market index or
other relevant risk variables had occurred at the end of the
reporting period and had been applied to the exposure to
equity price risk in existence at that date. It is also assumed
that the fair values of the Group’s investments would change
in accordance with the historical correlation with the relevant
stock market index or the relevant risk variables, that none
of the Group's securities investments would be considered
impaired as a result of a reasonably possible decrease in the
relevant stock market index or other relevant risk variables,
and that all other variables remain constant. The stated
changes represent management’s assessment of reasonably
possible changes in the relevant stock market index or the
relevant risk variables over the period until the next annual
end of the reporting period. The analysis is performed on the
same basis for 2008.

BREDMIRBERERREE

RREPERE METISHRELFANT
BS5%  ERMBHMEBEIE BT
REBEBEBEFREBEEREEATEE
&) 1y 5 2> 8 38 AN13,696,00078 T (= &
EJ)V4F :4,937,000;87T ) - NEELR(E
ZHRREERAFANBEE -

FRIEDTHBRRBENSIEEEEM
HERREHRN RS HERALESE
AREHmMET WEARE A ZKRE
B BEREDTMREAEERE Z
N EREAEBRET IS BE AR R
BYCELBEMEY AEEZES
BRENGHMEERETSE I H M
oA [ i S B 2 & T2 R) BE TS A8 M BAR R
B UAEPAEMEBEAE - Ll i
IR B R E M IS BE A AR
BN TFEREHAERBIH[ZA
BRgES 2t h-nMZELER T
T\FHER -
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33. FINANCIAL RISK MANAGEMENT (Continued)

Credit risk

Credit risk refers to the risk that debtors will default on their
obligations to repay the amounts due to the Group, resulting
in a loss to the Group. The Group has adopted procedures
in extending credit terms to customers and in monitoring
its credit risk. The credit policy on extending credit terms
to customers includes assessing and valuing of customer’s
creditworthiness and financial standing. Management also
closely monitors all outstanding debts and reviews the
collectability of trade debtors periodically. At the end of the
reporting period, the Group has a concentration of credit
risk as 12% (2008: 37%) and 61% (2008. 97%) of the total
trade and other receivables was due from the Group's largest
customer and the five largest customers respectively.

The Group has limited credit risk with its money deposited in
financial institutions and brokers, which are long-established
with sound financial background and are assessed as having
low credit risk. The Group has not had any significant loss
arising from non-performance by these parties in the past and
management does not expect so in the future.

Interest rate risk

The Group has exposures to interest rate risk as its loans
receivables are subject to floating interest rates. However,
cash flow interest rate risk is considered minimals as the loan
receivables and other borrowings have short maturity dates.

The interest rate risk for bank balance exposed is considered
minimal as such amounts are placed in banks with maturing
less than three months.

Foreign exchange risk

The Group is not subject to foreign currency risk exposure
since its operations are mainly denominated in Hong Kong
dollars.
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33. FINANCIAL RISK MANAGEMENT (Continued)
Liquidity risk
Liquidity risk refers to the risk in which the Group is unable
to meet its short-terms obligations. Liquidity risk is minimal
and is managed by matching the payments and receipts
cycles. The Group's operations are financed mainly through its
business activities.

The maturity profile of the Company’s financial liabilities at
the end of the reporting period on contractual undiscounted
payments are summarized below:

33.

Bt %% R MY R

MBERER (F)

RBAESER
RBESRRIEAEEENETHEY
EEZRAR-RBESABRMTRE
TyiEBER A B R M E I -
FEEZLEXEEBHETDRMAE

PN
i

ARAMBRERBSHERARES
HMIARBEIR SR 2 BB B R HI T -

Year ended 31 December 2009

BE_ZRNE+-A=t-HLEE
Less than 3-12 Over 5
3 months months  1-5 years years Total
=@EA ==
B T=18A —EHEF HEHNULE mat
HK$'000 HK$'000 HK$'000 HK$'000 HK$’'000
FTHET FTHET FTHET FTHET FTHET
Trade and other payables e B 50K 5 E AR FE 1 2OR 28,603 - - - 28,603
Zero coupon convertible notes TEETMRRER - - 84,461 - 84,461
28,603 = 84,461 - 113,064
Year ended 31 December 2008
BE-_ZZ\F+_A=+-RHLEE
Less than 3-12 Over
3 months months 1-5 years 5 years Total
=1{EA =F
AR +Z@EA —ZhE  RENLE HEr
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TR TET TEL
Trade and other payables JE & 5 R 3K H A FE 15 5RIE 17,806 - - - 17,806
Interest-bearing borrowing TEEE - 28,087 - - 28,087
17,806 28,087 - - 45,893
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33. FINANCIAL RISK MANAGEMENT (Continued)

Capital management

The objectives of the Group’s capital management are to
safeguard the entity’s ability to continue as a going concern
and to provide returns for shareholders. The Group manages
its capital structure and makes adjustments, including
payment of dividend to shareholders, return capital to
shareholders or issue new shares or sell assets to reduce

33. A ERE (&)

EXRERE

AEBEREAZ BN RREZER
FEKE UARREROR - NEEE
BEHEARBYFLAR BRAKRE
IR BB RIBCRR B B A 1T H
FHEEENRVBEER-BE_TTAN
FRZEBEENFT_A=+—BHILHFE

debts. No changes were made in the objectives, policies or
processes during the years ended 31 December 2009 and

VEFXNEBER BRLRERF-

2008.
The Group monitors capital on the basis of debt-to-adjusted REBBBEEBHELFHBRALE (A
capital ratio, which is net debt divided by adjusted capital. The BB FERAEAERATE)ERE
debt-to-adjusted capital ratios at the balance sheet date were e EE B 2 B LA B R &
as follow: NN
2009 2008
—gBAE —TENE
HK$'000 HK$'000
FERT FAET
Interest bearing loans and borrowings ARERMEE - 27,274
Trade and other payables B E SRR & H At B 518 28,603 17,806
Zero coupon convertible notes ZERAMKRERE 84,461 -
Less: Cash and short term deposits o BRe BTN (134,610) (64,154)
Net debt (CUrEE (21,546) (19,074)
Total equity and adjusted capital S HE 4R M8 I A8 B AR AR 408,397 225,275
Debt-to-adjusted capital ratio B R & N/ATiE A N/AT 38 A
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33. FINANCIAL RISK MANAGEMENT (Continued) 3. ik ERER (£Z)

Fair value

All financial instruments are carried at amounts not materially
different from their fair values as at 31 December 2009 and
2008.

The fair value of financial instruments traded in active markets
(such as held for trading and available-for-sale securities) is
based on quoted market prices at the end of the reporting
period. The quoted market price used for financial assets held
by the Group is the current bid price.

The carrying value less impairment provision of trade and
other receivables and payables are assumed to approximate
their fair values.

Fair value disclosures

The following presents the carrying value of financial
instruments measured at fair value at 31 December 2009
across the three levels of the fair value hierarchy defined in
HKFRS 7, Financial Instruments: Disclosures, with the fair value
of each financial instrument categorised in its entirety based
on the lowest level of input that is significant to that fair value
measurement. The levels are defined as follows:

. Level 1 (highest level): fair values measured using
quoted prices (unadjusted) in active markets for identical
financial instruments;

AVE

MENBIARRAR -SENER-
T \F+-A=t-AZAFEER

PRZEFIIK -

RERMIZEEZMBETAZAFE (P
M%W§E&T1ﬁmmﬁﬁﬁﬁﬁﬁ
BERGEREAMBcNEFE - ANEHE
M EEERZ™ 7@?&@7%% Al Z
BAE-

JiE U K2 FE AR 5 MR 2R R L b B UK J% FE A
REBEZEEAENRRERERRE AE
,\A$ﬁ$ﬁ

ATEEE

TXEINEATFEFEZHBIARS
EENF+_A=T—RAZKREME W&
REAVBREERNE7H [MBEIA:
WEEBE|IFRAT=ZELNQAFESZR
FloE ERBEMBEIAZATETD
REBEATENEEERATEZER
BAMBBEEAFESE - BHALR
AEWT -

o B (BEEF) EREERDTS
FIERE S TR HE GREBE)
SHE 2 AFE:
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33. FINANCIAL RISK MANAGEMENT (Continued)
Fair value disclosures (Continued)
e Level 2: fair values measured using quoted prices in
active markets for similar financial instruments, or using

valuation techniques in which all significant inputs are
directly or indirectly based on observable market data;

. Level 3 (lowest level): fair values measured using
valuation techniques in which any significant input is not

33. A ERE (&)

DNTPERE (F)

o MHZ:ERMAERT G T ECUMB
TAZBRE SIMAEERBAERR
YEZSEZERABEMSEE
ZEETTAFEZ AFE:

o MBI=(RERR) ERERBA
HEYAFERABENGHE L

based on observable market data. HEFEAEZRATE
Assets measured at fair value BAFEFEZEE
31 December
2009 Level 1 Level 2 Level 3
“EENE
+ZA=+-H &l — HA= HKA=
HK$'000 HK$'000 HK$'000 HK$'000
FiEL FiEL FTiEL FiEL
Financial assets at fair value REZREATEREY
through profit or loss BBEE
Equity securities, listed R ETMRAES
in Hong Kong 273,919 273,919 - -

During the year ended 31 December 2009, there was no
transfer between Level 1 and Level 2 fair value measurements,
and no transfers into and out of Level 3 fair value
measurements.
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34. SEGMENTAL INFORMATION

The chief decision makers have evaluated the performance
of operating segments and to allocate resources to those
segments based on the Group’s internal reporting in respect
of these segments. The executive directors consider investing
in associates, securities trading and provision of financing
services are the Group’s major operating segments which
securities trading and investing in associates were regarded
as a single segment in the 2008 financial statements.
Segment results represent the profit earned by each segment
without allocation of finance costs and share of results of
associates. The following analysis is the measure reported to
chief operating decision maker for the purposes of resources

Bt %% R MY R

3. 7 EER

TERRAERBAKRESEENH

NER S FEZEFDBEZRBANLG
BRAIEEEDBE - HTESRASNE
ERAIZRE BEBREERREHRER
BRAKREZIEZRENDE MEFE
BEMRBERRZRER-_TZTN\FH
BRETRERE—DE - DEXER
EDBAME GNP ARDECE
BRARRIELEBERBEE - LT M
RAETBELEBRRAMELBEZ A
METERDERFHI BRI -

allocation and assessment of segment performance.

Year ended 31 December 2009
BE-_ZENFt-A=1t-HLEE

Investing  Financing Unallocated Total
RE MmE  ALIE @t
HK$'000 HK$'000 HK$'000 HK$'000
TR TET TET TET
Turnover EEH
Net loss on disposal of financial assets HERBRREATEREY
at fair value through profit or loss NBEEZEERE 42,327 - - 42,327
Interest income from provision of RESBRE 2 FEWA
financial services - 4,191 - 4,191
Total turnover BExE 42,327 4,191 - 46,518
Operating results ReExE
Segment results NEEER 68,819 35,763 (8,572) 96,010
Share of result of associates EIEBERRZEE 2,676
Impairment loss on interest in an associate A& R A 2 ER 2 MEEE (158,500)
Taxation HIE =
Loss from continuing operations RERELEEB ER (59,814)
Loss from discontinued operations REBRIEEZEBER (1,798)
Loss attributable to shareholders BRRELEE (61,612)
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34. SEGMENTAL INFORMATION (Continued)

3. 7 EER (&)

Year ended 31 December 2009
BE-EZNF+-A=1t—-HLEFE

Investing  Financing Unallocated Total
RE MmE AEIE st
HK$'000 HK$°000 HK$'000 HK$'000
T THT THT TET
Other information Hirg R

Assets — Continuing operations BE -BELEER 273,919 104,511 100,651 479,081
- Discontinued operations —ERIEEEER 5,286
— Interest in associates i =N £ 34,294
518,661
Liabilities — Continuing operations BRE -BAELEEE - 1,390 24,581 25,971
- Discontinued operations —BRIEEER 2,632
28,603

Capital expenditure - Continuing ERAX —BBEEEER
operations - - - -

- Discontinued —ERIEEEER

operations 5
5

Depreciation and other non-cash (income) ~ #1& R EM IR L (WA )
expenditures - Continuing operations Y- RHELCEER - (42,769) 7,679 (35,090)
- Discontinued operations —BERIEREER 590

— Impairment loss on S YN S

interest in an associate pERE 2 158,500
124,000
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34. SEGMENTAL INFORMATION (Continued) 3. pEER (&)

Year ended 31 December 2008
HE-ZZ/\F+-A=1+-HLEE
Investing Financing  Unallocated Total
®E ME RESR @t
HK$'000 HK$'000 HK$'000 HK$'000
TET FET TET TAT

Turnover EEH
Net loss on disposal of financial assets HERBRIRRATERE L

at fair value through profit or loss NBHEEZEEFE (80,823) - - (80,823)
Interest income from provision of RESERE 2 F BHA

financial services - 9,259 - 9,259
Total turnover mexE (80,823) 9,259 - (71,564)
Operating results RexE
Segment results NEEE (222,562) (37,092) (16,118)  (275,772)
Share of result of associates JEREE N R 2 £1E 4,464
Gain on disposal of subsidiaries HEWBARZ W 5,648
Taxation o3 -
Loss from continuing operations REBELLERIEBA (265,660)
Loss from discontinued operations REERIEGEEBZER (8,642)
Loss attributable to shareholders BREEGER (274,302)
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34. SEGMENTAL INFORMATION (Continued) 3. 2 EER (&)
a. By Business segments a. REBSE

Year ended 31 December 2008 (Restated)
BE-ZZ)\G+-_A=t—-HIFE (&5

Investing Financing  Unallocated Total
RE BE AEDE @t

HK$'000 ~ HK$'000  HK$'000  HK$'000
TAT TATL TAT TAT

Other information Hirg R
Assets — Continuing operations BE —BELE 98,748 66,517 44,998 210,263
- Discontinued operations —BRIEREER 22,874
— Interest in associates -REENR 2R 37,218
270,355
Liabilities - Continuing operations ~ &8 ~HELEET - 34,824 5,356 40,180
- Discontinued operations —BRIFEEERK 4,900
45,080
Capital expenditure - Continuing ~ BARY —HELL ¥
operations - - - -
- Discontinued —BRIEREER
operations 3,627
3,627
Depreciation and other non-cash FEREMFRS
expenditures - Continuing X -—FHELEEH
operations 142,444 44,142 6,285 192,871
- Discontinued —BERIEREER
operations 3,376
- Impairment loss -HEZREBE
on goodwill 8,000
204,247
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35. EVENTS AFTER THE REPORTING PERIOD

Other than disclosed elsewhere in these financial statements,
a summary of events after reporting period is set out below:

(a)

(b)

(c)

Completion of rights issue

Further to the Company's capital reduction as more fully
explained in note 24(c), the Company carried out a rights
issue of five rights shares for every two adjusted shares
at subscription price of HK$0.28 per rights share. The
rights issue was completed on 17 February 2010. Upon
completion, the Company issued 1,098,461,165 shares
and a net proceeds of HK$299,880,000 was received by
the Company.

Termination of loan agreement with Tianjin Kai
Sheng

As mentioned in note 32(b), on 5 February 2010,
the Group had entered into a termination agreement
with Tianjin Kai Sheng and Mr. Zhuang You Dao, and
mutually agreed to terminate the loan agreement and
the supplemental agreement and release the deed of
personal guarantee. In respect of the loan facilities of
HK$12.5 million granted to Tianjin Kai Sheng.

Investment in Perfect Time Investment Limited

On 24 March 2010, the Group entered into a Sale and
Purchase Agreement with Grace Shine Investments
Limited (“Grace Shine”), a non-wholly owned subsidiary
of Willie International Holdings Limited (a shareholder
of the Company holding 4.13% equity interest in
share capital of the Company) to acquire the entire
issued share capital of Perfect Time Investments Limited
("Perfect Time"”) The consideration of the transaction is
HK$100,000,000, satisfied by issuance of 400,000,000
new shares of the Company.

Perfect Time holds 100% equity interest in Jet Star
Industries Limited (“Jet Star”), which holds a property in
Guangzhou, PRC. The property is a 20-storey composite
building known as Jifu Plaza and the annual rental
income from the property for the previous financial year
amounted to approximately HK$4.6 million.

The completion of the Sale and Purchase Agreement
is subject to (i) the due diligence investigation on
Perfect Time and Jet Star, the property and the leases;
(i) permission of the Listing Committee of the Stock
Exchange; and (iii) the passing by the shareholders
(both the Company and Willie International Holdings
Limited) of resolutions to approve the Sale and Purchase
Agreement. Upon completion, Perfect Time and Jet Star
will become subsidiaries of the Group which results will
be consolidated into the Group’s financial statements.

to the Financial Statements
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BRI BBREREMIDFTRESEIN 5
SHE EIEM R T :

(a) HEBR=EAK

P EE24(0) AT 4R AR AR 2 AN A A A%
KEPRTEKE KRR BETEW
A T B B 1 B IR AR 1 2
f% REEASRMERERK%H0.285
T HBEER—_E—ZFTE_-_F++
B -RTKE RNQFEET
1,098,461, 1658 J 1 + W U BL AT 15
NI F58299,880,000% 7T ©

(b) RIERRFEWHRI L 2EN MR

B EE32(b)Frilt - R - —FF —
BEH AEEEXEMYERE
RIBRER MK IEH:E HEHE
RIFE R R T e AR
BAERZE - S EEFREMI
B 7 EZEIE 12,500,000/ 5T ©

() REBEEREERARAZRE
R-ZE—FF=ZA=-+WB K&
B HEEFBEERZERERAR (58
RATPEAFA13%IRHE 7 NN T
BE)ZHE2EWNBERNEERE
ERAR (BRI EBEHE
WERZRERR AR ([KXE])
ZEHEBRTRA-XZREAE
100,000,000/8 7T * AR A A AZETT
400,000,000R% ¥ M fn 2 =S 1+ e

REGAEREBEXERAA ([#
Bsl) 2 ARRHE - MERBRAHBEE
M—EME-ZMER—E_ T
RABT BREEAE  ZMER
HEMRFREZFEHSBANR
4,600,000/ T °

BEBRAR  (VHRHXRER &%
MERBBHEETRRES (i)
B P B R B @ HE  R>GIDAR
AIREBNBERZERERARMEZ
BRBERERALEEEHHR
7 ETER ° MTTR IR » B3R RS 1
PR ALY NIRRT )
EARB M BEBRRPEE AR
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35. EVENTS AFTER THE REPORTING PERIOD
(Continued)

(d)

Investment in Richful Zone International Limited

On 9 April 2010, the Group entered into a Sale and
Purchase Agreement with Mascotte Holdings Limited
("Mascotte”), a Company which shares are listed on the
Stock Exchange of Hong Kong which the Group agreed
to acquire the entire issued share capital of Richful Zone
International Limited (“Richful Zone”) The consideration
of the transaction is HK$79,200,000, satisfied by
issuance of 330,000,000 new shares of the Company at
HK$0.24 each.

Richful Zone holds 100% equity interest in Allied Loyal
International Investments Limited (“Allied Loyal”), which
holds 50% interest in the concession rights and interest
in three parcels of forest land located in Simao District,
Puer City, Yunnan Province, the PRC, with a total site
area of approximately 36,735 Chinese Mu. The market
value of the forest land was approximately HK$165
million as at 31 March 2010, which was valued by an
independent valuer.

The completion of the Sale and Purchase Agreement is
subject to (i) the due diligence investigation on Richful
Zone, Allied Loyal and their assets; (i) permission of the
Listing Committee of the Stock Exchange; (iii) the passing
by the shareholders of Mascotte of resolutions to approve
the Sale and Purchase Agreement; (iv) the receipt by
the Group of legal opinions to be issued by a firm of
PRC lawyers on matters including but not limited to the
title of the forest land, ownership of concession rights
and interest and validity of transactions contemplated
under the Sales and Purchase Agreement; and (v) the
obtaining of all consents by Mascotte from government
or regulatory authorizes. Upon completion, Richful Zone
and Allied Loyal will become subsidiaries of the Group
which results will be consolidated into the Group's
financial statements.
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The following is a summary of the published consolidated
statement of comprehensive income and consolidated statement of
financial position of Forefront Group Limited (the “Company”) and
its subsidiaries (together the “Group”) for the past five years.

Financial Summary

BB B E

ATREDTEBAERAR ([ARE]) REMH
B (5 [ AKE]) BERFZETER
BEEWABRRMEEMBARNRME -

CONSOLIDATED INCOME STATEMENT meElEk
2009 2008 2007 2006 2005
“EEAE Z—ZTENF CZTTtF CZTEXF C—TEHF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEx FET FET FEr TEx
Turnover ot 46,518 (71,564) (51,774) 3,786 5,528
Cost of sales and services SHE KBRS AR AR - - - - (566)
Gross (loss) profit (E8)EF 46,518 (71,564) (51,774) 3,786 4,962
Other income HA A 43,282 9,919 18,518 337 15,881
Distribution and selling DEREERX
expenses - - (331) (286) (46)
General and administrative —BRETBERX
expenses (19,637) (70,187) (128,386) (15,919) (129,970)
Changes in fair value of REREEATE
financial assets at fair value ~ BB ZHEEEZ
though profit or loss ATEEE 26,839 (142,310) (139,420) - -
Profit (Loss) from operations  #X &% 7| (E518) 97,002 (274,142) (301,393) (12,082) (109,173)
Finance costs BMEKA (992) (1,630) (24,250) (290) (3,479)
Gain on disposal of HEMB ARz K
subsidiaries - 5,648 - - -
Share of result of associates ~ JE{FEE & A A2 2,676 4,464 1,860 - -
Impairment loss on REFE R B2 R
interest in an associate HEER (158,500) - - - -
Loss before taxation BRELRIEE (59,814) (265,660) (323,783) (12,372) (112,652)
Taxation 18 - - - - 1,261
Loss from continuing REFBELEEB 2
operations B#E (59,814) (265,660) (323,783) (12,372) (111,391)
Loss from discontinued KRECKIEEERK
operations 2B (1,798) (8,642) (9,404) (12,380) (5,713)
(61,612) (274,302) (333,187) (24,752) (117,104)
Attributable to: AT AR :
Equity holders of the BRAIREREA
parent (61,612) (274,302) (333,187) (24,752) (117,104)
Non-controlling interests R ER - - - - -
Loss attributable to IR IEL B
shareholders (61,612) (274,302) (333,187) (24,752) (117,104)
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BB B E

CONSOLIDATED STATEMENT OF FINANCIAL GREMBMRRE
POSITION
2009 2008 2007 2006 2005
—EShEF “ZENE —ETLE “EERE “ZTHEF
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FERT FET FEL FET FET
Non-current assets FERBEE 38,298 39,534 72,006 3,524 48,487
Current assets MEEE 483,163 230,821 434,155 103,763 164,653
Current liabilities mEAE (28,603) (45,080) (259,277) (82,628) (163,731)
Net current assets REBEFE 454,560 185,741 174,878 21,135 922
Total assets less current BELERRDAR
liabilities 492,858 225,275 246,884 24,659 49,409
Non-current liabilities FRBEE 84,461 - - - -
Net assets BEZE 408,397 225,275 246,884 24,659 49,409
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