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Financial Highlights
B HEE

TURNOVER BY GEOGRAPHICAL MARKET FORTHE YEAR FRZHMETISRE 9 2 %5

2010 2009
—g-%F —EBAF

PRC including Hong Kong & B (3E &) 18.59% @ *RC including Hong Kong [ (25 &%) 13.06%
Other regions in Asia Pacific g A £ fih ith & 25.12% O Other regions in Asia Pacific 38 A H ftb ith & 25.19%
North and South America 1t 35 M k& I 3= Ml 37.35% . North and South America 1t 35 i & 5 3= i 46.80%

Europe B 18.86% O Europe ERM 14.84%

OXON NOX _

Others E fth 0.08% O Others £t 0.11%

TURNOVER BY PRINCIPAL ACTIVITIES FORTHE YEAR AR I EXKRE Do L £

2010 2009
=t BN ¥ =t T S

. Remanufacture and sale of computer . Remanufacture and sale of computer
printing and imaging products printing and imaging products
RRBERMEEHITORYRER 43.40% BREEREEBHITDREERER 66.89%
O Manufacture and sale of data media products Manufacture and sale of data media products
HERHEBIRERER 39.95% BERHEERREBER 22.70%
. Distribution and sale of data media products . Distribution and sale of data media products
DRI EBIREBER 7.24% DR E BB EBER 10.41%

O Trading and mining of mineral resources
B & RFAREEELR 9.41%
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Financial Highlights
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FINANCIAL AND OPERATING RESULTS

BRREERERE

HIGHLIGHTS
(OPERATlNG RESULTS (HK$'000) 2010 2009\
BEEZ (THET) —E-2F ZETNF
Turnover S 169,925 221,394
Qoss for the year NEEEHIE (383,911) (278,037)/
(FlNANC|AL POSITION (HK$'000) 2010 2009\
BRI (FHBT) —E-EF —EIAF
Capital deficiency attributable to owners of ~ ANQRIEH AFE(L S AN E 4
the Company (131,615) (14,904)
Total assets MERE 141,556 391,783
Net liabilities BEFE (132,158) (14,904)
\\Net liabilities value per share (HK cents) BERa®EFE (B (0.09) (0.01) )
/FlNANC|AL STATISTICS 2010 2009\
M & Et —E-ZF ZETNF
Current ratio’ MELL & 1.2 1.7
Total debt to equity ratio? 48 B 75 B AR 4 L 22 (2.08) (27.3)
Return on total assets (%)3 484 7 B 3R R (%)3 (271.2) (71.0)
Return on sales (%)* 4% [0 R R (%)* (225.9) (125.6)
Loss per share (HK cents) B EE ()
Basic B (28.0) (28.9)
\__ Diluted #E (28.0) (28.9) )
Notes: B 5 -

1. Current ratio is calculated by dividing current assets by current liabilities. 1. FREBLR DA RSHEER U RS AELE -

2. Total debt to equity ratio is calculated by dividing the total indebtedness 2. #R{EFFERMEL R NBBEBBRARESER

by equity attributable to owners of Guojin Resources Holdings Limited

(the "Company”).

st
H o
B

BEERARRE ([ARAE])EE AREBERT

3. Return on total assets is calculated by dividing the loss for the year by 3. RAEELHRIUFEEEBBRIAAEENE -

total assets.

4. Return on sales is calculated by dividing the loss for the year by 4. $HERIFERTIAFEEGEER AL EBTE-

turnover.

2010 F%k | € ERERBRAAE
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Chairman’s Statement

\ +

e

RESULTS E3

For the year ended 31 December 2010, the Company and its subsidiaries #HZ_-_ZT—ZTF+ _-_F=+—HItFE A&

(collectively referred to as the “"Group”) recorded a turnover of HK$170
million, representing a decrease of 23% compared with HK$221 million
in 2009. The Group's loss attributable to the owners of the Company
amounted to HK$383 million in 2010 (2009: HK$278 million). Basic loss
per share in 2010 was HK28.0 cents as compared with basic loss per

share of HK28.9 cents in 2009.

Impacting our Group's profitability was mainly the raw material price
hike, namely empty cartridge prices in the year under review. And like
all manufacturers in China, the Group was also hit by the substantial
wage hike, which is not only stipulated by law nationally, but also on a

structural uptrend in the medium term.

BUSINESS REVIEW

Remanufacturing and sales of computer printing
and imaging products

2010 was another a difficult year for the Group as its main business,
namely, the remanufacturing and sales of computer printing and imaging
products, being 43% (2009: 67%) of the Group’s sales, recorded a sharp
decline in sales of 50% in 2010. Operating environment for this segment
remained extremely competitive in the year. This was particularly the
case on the price front as the market was swamped by low value new-
mould products. Profit for this segment was hit severely by a few factors:
a) the rise in its key feedstock; empty cartridges b) labour costs, as our
factories are located in the Pearl River Delta (Shenzhen and Zhuhhai), the
hike was bigger in magnitude nationally; and c) high fixed costs as the
utilization of production capacity of the factories is low. In light of the
weak sales, the Group also made impairment losses on inventories for
obsolete inventories amounting to HK$24 million (2009: HK$82 million),
to account for the sluggish sales in 2010 and write-off of inventories
amounting to HK$33 million (2009: Nil). These factors have led to a
division loss to HK$197 million (2009: HK$148 million).
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Chairman’s Statement
FREHRE

Manufacture and sales of data media products

This division registered an increase of 35% in turnover for the year
ended 31 December 2010. Management takes the critical review of the
outlook of the business. In view that the business comes to end of life
and probably will diminish over 18 months, appropriate provision on
the inventories amounting to HK$8 million was made. This has led to a
decrease in profit for the division, at HK$2 million from HK$3 million of

last year.

The distribution of data media products

For the year under review, this division experienced a decline in turnover,
at HK$12 million down from HK$23 million a year ago. This has led to

the division into a loss of HK$1 million.

Trading and mining of mineral resources

During the year under review, the Group held embarked on trading
activities for mineral products and recorded a turnover of approximately
HK$16 million in this regard. The activities in this line of business has not
proceeded further due to the lack of trading opportunities that would
provide the Group with attractive return on minimized credit exposure.
The Group will continue to look for suitable opportunities to broaden its

business spectrum.

PROSPECTS

Remanufacturing and sales of computer printing
and imaging product and manufacture, sales and
distribution of data media products

In response to the cost pressure in our manufacturing division, the
Group has made a number of difficult yet we believe to be cost effective
decisions. First, we have centralized our manufacturing operation of
remanufacturing and computer printing and imaging product from
previously two bases (Shenzhen and Zhuhai) to only in Zhuhai. We have
also reviewed the entire operation and identified a number of areas
where operating efficiency could be lifted. One of these inevitably
followed through the production base contraction, is a proactive
headcount reduction in the manufacturing division. We have started
implementing the measures from second half of 2010, and expect some

of the cost savings would gradually come through in 2011.

REREEHBERER
ZOBHE T -—TF+_A=+—HILEFE
ZEEEEIS3% R - BB EGHEEMAZ
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23,000,000/ 7T 8 4> 22,000,000/ 7T
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Chairman’s Statement
FFERE

The management believes the ultimate solution is to dispose this
entire division to interested third party. The intention to dispose was
first revealed in the announcement dated 29 July 2010. It was further
disclosed in the announcement dated 4 October 2010 that a non-
legally binding term sheet in relation to the debt restructuring and
disposal of Ugent Holdings Limited ("Ugent”) (which is engaged in the
remanufacturing and sale of computer printing and imaging products)
was entered into with Martin Currie Inc. However, as disclosed in the
announcement dated 10 March 2011, such debt restructuring and
disposal of Ugent will not be proceeding. The management will continue

to seek for opportunity to dispose this entire division.

Regarding the manufacture, sale and distribution of data and media
products division, the Group will continue to improve its operational

efficiency to improve the profitability of this division.

Acquisition of mining business

On 18 December 2009, a wholly-owned subsidiary (the “Purchaser”) of
the Company entered into an agreement (the “Acquisition Agreement”)
with Mr. Cui Zhan Lin (the “Vendor”) in relation to the proposed
acquisition of the entire equity interest of SE Metal Resource Corp. (”SE
Metal”) which indirectly holds the mining rights claims of a copper-
gold mine, an iron-ore mine and a gold mine in the United States. On
the same date, the Company entered into a consultancy agreement
with China National Gold Investment Oversea Holdings Ltd (“CNGO")
by which subject to the completion of Acquisition Agreement, CNGO
will provide consultancy services in relation to the mining business
to the Company for a term of ten years. The Company also entered
into a referral and retainer agreement with CNGO who will provide
consultancy services to the company in assisting the Company to
perform its due diligence exercised on the three mines. As disclosed in
the announcement dated 29 July 2010, the Company conducted a legal
due diligence on the mining rights claims of the three mines and certain
validity issues have been identified in each of the three mines. At the
announcement date, the mining right claim issues of the copper-gold
mine had been solved. On 28 September 2010, the Company announced
that a supplemental agreement (the “Supplemental Agreement”) was
entered on 1 September 2010 so that the Purchaser would acquire

from the Vendor the mining rights claims of the copper-gold mine

GUOJIN RESOURCES HOLDINGS LIMITED | Annual Report 2010
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Chairman’s Statement

only. Certain terms of the Acquisition Agreement was amended
including a reduction in the consideration payable by the Purchaser
for the acquisition and the extension of the date of completion of the
Acquisition Agreement from 31 December 2010 to 31 October 2011. On
23 August 2010, the consultancy agreement and the referral and retainer
agreement with CNGO were also terminated which was also disclosed
on the announcement dated 28 September 2010. The preparation of
exploration and drilling work on the copper-gold mines commenced
after signing of the Supplemental Agreement with the drilling work
subsequently started in January 2011. The cost incurred on preparation
and ancillary work for the drilling amounted to HK$12 million, subject
to final billing by the contractors. However, in view of the tight cash
flow of the Group from its normal business operation, as disclosed in
the announcement dated 10 March 2011, the Company decided to put
on hold of all substantial non-operating expenses including the on-site
work of the copper-gold mine in order to reserve cash resources of the
Group. The Board, further taking into account the prevailing market
conditions surrounding investors’ interest in mining projects under
exploration, decided to terminate the Acquisition Agreement and a

notice of termination was served to the Purchaser on 22 March 2011 and

an announcement was made on the same date.

It is still the Company’s belief that the Group should seek opportunities
to broaden its business scope. The Company has acquired considerable
and valuable knowledge in the mining business through its experience in
the acquisition of the copper-gold mine as referred to above. Although
the Company has decided to terminate the Acquisition Agreement
relating to the copper-gold mines for the reasons disclosed above, the
Company remains to be interested to capitalize on the experience and
knowledge acquired in 2010 in mining project investments to look
for new mining investments with ready production and positive cash
flows. To this end, on 1 February 2011, a wholly-owned subsidiary
of the Company entered into a non-legally binding memorandum of
understanding relating to the possible acquisition of a company which
owns 70% equity interest of a PRC company which is principally engaged
in the exploration, mining, processing and sale of mineral products in
Inner Mongolia. The purpose of the memorandum of understanding is to
give the subsidiary the exclusivity period of 45 business days to conduct
the necessary due diligence. No agreement has been signed up to date of

this report.
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Chairman’s Statement
FFERE

Acquisition of manufacturing business

With a view to improving the Group’s financial performance, the
Group has been actively looking for attractive merger and acquisition
opportunities in order to extend its business reach. On 23 January
2011, the Company and one of its wholly-owned subsidiaries entered
into an agreement with the four vendors, including Mr. Yip, on the
acquisition of the entire issued share capital/registered capital of Titron
International Limited, Titron Industries Limited, Titron Precision Limited
and Dongguan De Yue Electronic and Plastics Company Limited (together,
“Target Group”). In 2005, they started with fabrication of high-precision,
high-cavitation tooling for the medical industry. Commencing from
2008, the Target Group made way into the business of manufacturing
medical devises, starting with lancet devices. In 2009, the Target Group
obtained its qualified supplier status for registration in the medical
sector of the United States of America, and began its production process
validation for specified products, as stipulated under the relevant medical
administrative standard of the United States of America, during the year
2009 and 2010. Commercial production commenced in late 2010 for the
medical products. In light of the historical profitable performance and the
prospects of medical device manufacturing business of the Target Group,

it is believed that such acquisition provides a good opportunity for the

Group to improve its income stream and turnaround its business.

Change of Company Name

To better reflect its new focus on the resources business, the Company
has changed its name to “Guojin Resources Holdings Limited” ([ Bl & &
TRIEIE A BR A A (for identification purposes)) from “Jackin International
Holdings Limited" ([BEZ BB £ E B R 27l (for identification
purposes) ) which have become effective on 15 September 2010. The
registration of the new English name of the Company in Hong Kong
under Part XI of the Companies Ordinance took effect from 4 November

2010.
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Chairman’s Statement
FREHRE

FINANCIAL REVIEWS
Capital and Debt Structure

As at 31 December 2010, the Group’s total net liabilities was
approximately HK$132 million (31 December 2009: HK$15 million),
representing approximately HK$117 million increase compared with
that of previous year, mainly due to the loss for the year but partially
compensated by the net proceed after share issue expense from the
placement of new shares amounted to HK$193.5 million made in January
2010 and the issue of new shares on conversion of convertible bonds

amounted to HK$48 million.

As at 31 December 2010, the Group’s total bank and other borrowings
plus finance lease obligations decreased by HK$30 million to HK$12
million (31 December 2009: HK$42 million), of which most of them
was payable within one year. Most of the Group's borrowings are
denominated in Hong Kong dollars and subject to floating interest
rates. Hence the risk of currency exposure was minimal. The Group's
total cash and bank balances amounted to approximately HK$38
million (31 December 2009: HK$18 million), representing an increase of

approximately HK$20 million.

The Group’s net debt to (negative) equity ratio was kept at (1.5)
(31 December 2009: (20.7)), which is determined by total bank and
other borrowings, notes payable, obligation under finance leases and

convertible bonds over total net liabilities.

Working Capital and Liquidity

As at 31 December 2010, the Group’s current ratio and quick ratio were
1.2 and 0.9 respectively (2009: 1.7 and 0.7). Inventory turnover on sales
decreased to 62 days (31 December 2009: 248 days) primarily due to the
reassessment of the carrying amounts of inventories. Receivable turnover
decreased to 27 days (31 December 2009 : 89 days) primarily due to the
shortened credit period and the reassessment of the recoverability of

aged receivable.
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Chairman’s Statement
FFERE

Contingent Liabilities and Charges on the Group’s
Assets

The Group had pledged its assets with an aggregate net book value of
HK$4 million (2009: HK$29 million) to secure bank loans granted and

finance lease obligations.

Increase in Authorised Share Capital

Pursuant to an ordinary resolution passed by the shareholders at the
special general meeting held on 8 December 2010, the authorised share
capital of the Company was increased from HK$200 million to HK$400
million by the creation of an additional 2,000,000,000 ordinary shares
of HK$0.10 each which rank pari passu with the existing shares in all

respects.

Issuance of New Shares, Grant and Exercise of
Share Options and Conversion of Convertible Bonds

On 13 January 2010, the Company entered into placing agreement with
placing agents for subscribing an aggregate of 210 million new shares in
the share capital of the Company at the subscription price of HK$0.95
per share (the “Placing”). The completion of the Placing took place on
21 January 2010 and the Company received the net proceeds after share
issue expense amounted to approximately HK$193.5 million from the

Placing.

On 29 January 2010, the Company granted options to subscribe for a
total of 79,640,000 ordinary shares of HK$0.10 each of the Company at
the subscription price of HK$0.786 per share pursuant to the Company’s
share option scheme adopted on 12 June 2004. The share options are
exercisable from 29 January 2010 to 28 January 2012. On 11 May 2010,
652,000 share options were exercised to subscribe for 652,000 ordinary

shares in the Company at an aggregate consideration of HK$512,000.

On 15 March 2010, 18 March 2010, 9 August 2010, 19 August 2010
and 29 September 2010, convertible bonds with an aggregate principal
amount of HK$50,000,000 were converted by the then bondholders into
200,000,000 new ordinary shares of the Company of HK$0.10 each at a

conversion price of HK$0.25 per share.
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Chairman’s Statement
FREHRE

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2010, the number of employees of the Group
was approximately 552. The remuneration packages of the Group’s
employees are mainly based on their performance and experience, taking
into account the current industry practices. Remuneration package of
employees includes salaries, insurance, mandatory provident fund and
share option scheme. Other employee benefits include medical cover,

housing allowance, educational allowance and discretionary bonuses.

GOING CONCERN

As at 31 December 2010, the Group recorded capital deficiency
attributable to owners of the Company of approximately HK$132 million.
The Group had incurred loss for the year amounting to HK$384 million.
In face of the liquidity constraints presently encountered by the Group,
the Directors have implemented measures to tighten cost controls over
various distribution costs and administrative expenses and to improve
the Group’s cash flow position and operating results. In addition, the
Directors are considering various alternatives to enlarge the capital base
of the Company in order to provide additional funding to the Group.
In the circumstances, the Directors consider that, when the above-
mentioned measures are successfully implemented, the Group will have
sufficient cash resources to satisfy its future working capital and other
financing requirement and the Directors are ascendingly of the view that
it is appropriate to prepare the financial statements on a going concern

basis.

EVENTS AFTER THE REPORTING PERIOD

On 23 January 2011, Energy Best Investments Limited (“Energy
Best”), a wholly owned subsidiary of the Company, entered into a
sale and purchase agreement with Mr. Yip Wai Lun, Alvin ("Mr. Yip"),
a Director of the Company, an associated company of him and two
other shareholders of members of the Titron Group (as defined below).
Pursuant to which, Energy Best agreed to purchase 100% equity
interests in Titron Industries Limited, Titron Manufacturing Limited,
Titron International Limited, Titron Precision Limited and RZe/E#E

BREFHER A F (collectively referred to as the “Titron Group”) at a

consideration of HK$120 million including the cash payment of HK$15

million and the issuance of convertible notes of HK$105 million.
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Chairman’s Statement
FFERE

The acquisition of the Titron Group is subject to, among other things, the
approval of shareholders of the Company. After completion, the Titron
Group will become wholly owned subsidiaries of Energy Best. Details of
the acquisition are set out in the announcement of the Company dated

25 January 2011.

On 1 February 2011, Golden Passage Limited (“Golden Passage”), a
wholly owned subsidiary of the Company, entered into a non-legally
binding memorandum of understanding (“Memorandum”) with Fortune
Voyage Limited and Sino Rise Enterprises Limited, independent third
parties, pursuant to which Golden Passage proposed to acquire 70%
equity interest of a PRC company principally engaged in the exploration,
mining, processing and sale of mineral products through the acquisition
of the entire issued share capital of Smart Ascent International Limited
("Smart Ascent”). The Memorandum gives Golden Passage the exclusivity
period of 45 business days to conduct the necessary due diligence on
Smart Ascent and the PRC company. The signing of the formal sale and
purchase agreement is subject to, among other things, Golden Passage
having completed its preliminary due diligence on the PRC Company, and
the PRC Company having increased its registered capital. No formal sale
and purchase agreement has been entered into up to the date of this
report. Details of the Memorandum are set out in the announcement of

the Company dated 1 February 2011.

Pursuant to the non-legally binding term sheet (the “Term Sheet”) in
relation to the debt restructuring and disposal of Ugent Holdings Limited
as announced on 5 October 2010, on 10 March 2011, the Company
further announced that the Term Sheet will not proceed. Details are set
out, inter alia, in the announcement of the Company dated 5 October

2010 and 10 March 2011.

On 22 March 2011, the Company announced that the conditional
sale and purchase agreement made between the Purchaser and the
Vendor dated 18 December 2009 together with the two supplemental
agreements date 21 January 2010 and 1 September 2010 respectively, in
respect of acquisition of the entire issued share capital of SE Metal have

been terminated.
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Profile of Directors and Senior Management

EELRBREREABBN

DIRECTORS
Executive directors

Mr. YIP Wai Lun, Alvin, aged 48, joined the Company as executive
director on 27 July 2009 and was first re-designated as Deputy Chairman
and Deputy Managing Director of the Company on 2 March 2010,
and subsequently re-designated as Chairman and Managing Director
of the Company on 29 October 2010. Mr. Yip is responsible for the
Group's strategic planning. Mr. Yip has over 24 years of experience as
entrepreneur and key management in a variety of business, ranging
from manufacturing and technology to transportation. He has also led
in the formation and management of a number of joint ventures and
partnership arrangements with multinationals.

Mr. MA Bo Ping, aged 51, joined the Company as executive director on
18 December 2009. Mr. Ma has over 28 years of experience in mining
industry with more than 19 years of which in the managerial level. Mr.
Ma attained technical qualification of senior engineer at the beginning
of 1990s. Mr. Ma is familiar with all the aspects of a mining company,
from mineral processing research and design, conducting feasibility
studies and the construction of gold and non-ferrous metals mining sites
to its related finance management. Mr. Ma holds a bachelor degree of
engineering in mineral processing from the Wuhan University of Science
and Technology (BUERIEAE, formerly known as % 5l &2 8%) and
the degree of the master of business administration from Cheung Kong

Graduate School of Business (& ;T & £67%) .
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Profile of Directors and Senior Management
EFEheRERBABEAN

DIRECTORS (continued)
Executive directors (continued)

Mr. ZHOU Yu Sheng, aged 58, joined the Company as executive director
on 25 January 2010 and has over 35 years of experience in mining
industry with more than 27 years of which is in the senior managerial
level. Mr. Zhou has mastered the mining techniques for different types of
deposits and management skills for the operation of mining enterprises.
He has solid theoretical foundation and extensive practical experience in
the aspects of resources exploration, planning and design, construction
works, investment control, production coordination and business
operation in metal mines. Meanwhile, as Mr. Zhou had held managerial
positions in regulatory authorities of gold industry for a long period
of time, he accumulated extensive integrated management experience
such as industry planning, coordination and directing. Mr. Zhou was
appointed as the head of a domestic major gold mine, and deputy
director and director of Gold Management Bureaus of Sichuan Province
and Hebei Province in 1980s. Before joining the Company, Mr. Zhou was
the chairman of China Gold Group Investment Co. Ltd. (F =S £ E
& B AA) and chairman/general manager of China National Gold
Investment Oversea Holdings Limited (FEIE & K E G INERBR A
&) . Mr. Zhou graduated from J&[5 = © 2% (Shenyang Gold College)
(currently being merged and becomes Northeastern University) with
major in mining engineering and attained the technical qualifications of
senior engineer certified by the former Ministry of Metallurgical Industry

of the People’s Republic of China.

Ms. LAM Suk Ling, Shirley, aged 44, joined the Company as Finance
Director on 8 February 2010 and is responsible for overall finance
functions of the Group. Ms. Lam has more than 18 years experience
of auditing, accounting and financial management. Before joining the
Company, she worked for various international audit firms and listed
companies. She holds a Master Degree in Business Administration from
University of Adelaide, Australia and a Bachelor Degree in Science from
Murdoch University, Western Australia. She is qualified as a Certified
Public Accountant of Hong Kong Institute of Certified Public Accountants

and a Certified Practising Accountant of CPA Australia.
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Profile of Directors and Senior Management

EENeRERABEAN

DIRECTORS (continued)
Executive directors (continued)

Mr. LEE Cheuk Yin, Dannis, aged 40, joined the Company as executive
director on 29 October 2010. Mr. Lee has more than 18 years of
accounting and finance experience. Mr. Lee is the non-executive director
of Kam Hing International Holdings Limited, a company which shares
are listed on the Main Board of the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”), and independent non-executive director
of Geely Automobile Holdings Limited and Tiangong International
Company Limited, both are companies which shares are listed on the
Main Board of the Stock Exchange. Mr. Lee was an executive director of
AMVIG Holdings Limited from 26 March 2004 to 28 February 2010 and
was a non-executive director of Norstar Founders Group Limited from
10 October 2003 to 14 January 2009, the shares of both companies
are listed on the Main Board of the Stock Exchange. He obtained the
Bachelor of Business Administration from Texas A&M University in the
United States and is an associate member of the Hong Kong Institute of
Certified Public Accountants and a member of the American Institute of

Certified Public Accountants.

Independent non-executive directors

Mr. LEUNG Ka Kui, Johnny, aged 54, joined the Company as independent
non-executive director on 28 January 2000 and holds a Bachelor of Laws
of the University of London. Mr. Leung is a qualified solicitor in Hong
Kong, England & Wales and Singapore, and is a Notary Public and China
Appointed Attesting Officer. He has over 26 years of experience in legal
field and is the senior partner of Messrs. Johnny K.K. Leung & Co., Solicitors
& Notaries. Mr. Leung is currently an independent non-executive director of
Celestial Asia Securities Holdings Limited and Phoenitron Holdings Limited,

the shares of which are listed on the Main Board of the Stock Exchange.
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Profile of Directors and Senior Management
EFEheRERBABEAN

DIRECTORS (continued)
Independent non-executive directors (continued)

Mr. CHAN Kam Kwan, Jason, aged 37, joined the Company as
independent non-executive director on 11 August 2004 and holds a
Bachelor Degree in Commerce from University of British Columbia, Canada
and is a member of the American Institute of Certified Public Accountants.
Mr. Chan has over 10 years’ experience in accounting and corporate
finance. He has been working in a big-4 multinational audit firm and served
a number of listed corporations. Mr. Chan is currently an executive director
and the company secretary of China WindPower Group Limited and Wah
Nam International Holdings Limited, the shares of which are listed on the

Main Board of the Stock Exchange.

Mr. LAU Man Tak, aged 41, joined the Company as independent non-
executive director on 29 October 2010 and holds a bachelor degree
in Accountancy from the Hong Kong Polytechnic University. He has
more than 15 years of experience in corporate finance, accounting and
auditing. He is a fellow member of the Association of Chartered Certified
Accountants in the United Kingdom, an associate member of the Hong
Kong Institute of Certified Public Accountants and a member of the
Hong Kong Securities Institute. Mr. Lau is an executive director of China
Grand Forestry Green Resources Group Limited and an independent non-
executive director of each of Climax International Company Limited,
Golden Resorts Group Limited and Kong Sun Holdings Limited, which are
companies listed on the Main Board of the Stock Exchange. He was also
a former executive director of Warderly International Holdings Limited
from December 2007 to January 2010, the shares of which are listed on

the Main Board of the Stock Exchange.
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Profile of Directors and Senior Management

EENeRERABEAN

SENIOR MANAGEMENT

Mr. WONG Yiu Kay, aged 56, is the Plant Manager of the toner
cartridge remanufacturing factory in the PRC. He is responsible for
overall production operation in the PRC factories. He graduated from the
University of East Asia, Macau and has over 29 years’ experience in the
industry. Mr. Wong joined the Group in 1995.

Mr. NATAL Joe Luis, aged 41, is the Senior Technical Engineer for US
sales and remanufacturing in the PRC. He is responsible to work closely
with industry suppliers to design new remanufacturing processes and
components. He is highly respected and well known across the US toner
remanufacturing industry. He has over 20 years' experience and has
worked for 7 different remanufacturing companies. He has extensive
experience in all aspects of the business including product development,
quality control, manufacturing and material procurement.

Mr. CHEUNG Sze Ming, aged 42, is a Certified Public Accountant
of the Hong Kong Institute of Certified Public Accountants and a
Fellow Member of the Association of Chartered Certified Accountants
and holds a Bachelor Degree in Accountancy from the Hong Kong
Polytechnic University. He joined the Group in 2001 and is currently the
Chief Financial Officer of the Group responsible for treasury function
of the Group. Mr. Cheung has over 18 years’ working experience in
international audit firm and listed companies.
Mr. WONG Yick Chuen, Danny, aged 43, is the Assistant General
Manager of data media operation. He is responsible for the
manufacturing and marketing of the data media products. Mr. Wong
graduated from the University of Toronto, Canada, with a Bachelor

Degree in Science in 1993. He joined the Group in 1994.
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Corporate Governance Report
i

The board of directors of the Company (the “Board”) has always
recognized the importance of shareholders’ accountability and
transparency and is committed to maintain high standards of corporate
governance. The Company has adopted the code provisions set out in the
Code on Corporate Governance Practices (the “Code”) in Appendix 14
of the Rules Governing the Listing of Securities on The Stock Exchange of

Hong Kong Limited as its own code of corporate governance practice.

In the opinion of the Board, the Company has complied with the Code
throughout the year ended 31 December 2010 except for certain

deviations disclosed herein.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (“Model Code”) set out in Appendix 10 to the
Listing Rules as the code of conduct regarding securities transactions by
its Directors. Having made specific enquiry, all Directors have confirmed
that they have fully complied with the required standard set out in the
Model Code during the year.

BOARD OF DIRECTORS

The Board is responsible for the leadership and control of the Group and
oversees the Group’s businesses, strategic decisions and performance.
The Board has delegated the day-to-day responsibility to the Executive
Directors and senior management who perform their duties under the

leadership of the Managing Director.

As at 30 March 2011, the Board comprised five Executive Directors
and three Independent Non-executive Directors. During the period
from 21 August 2010 to 28 October 2010, the Company had only two
Independent Non-executive Directors and was thus in breach of Rules
3.10 and 3.21 of the Listing Rules. The Board appointed Mr. Lau Man Tak
as the third Independent Non-executive Director on 29 October 2010 in

compliance with the Listing Rules requirements.
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Corporate Governance Report

CEEREE

BOARD OF DIRECTORS (continued)

During the year, the Board held thirteen meetings. The Company
Secretary assists the Chairman and the Executive Directors in establishing
the meeting agenda, and each Director may request inclusion of items
in the agenda. All such meetings were convened in accordance with
the Bye-laws of the Company. Under A.1.3 of the Code, notice of at
least 14 days should be given of a regular board meeting to all directors
to give all directors an opportunity to attend. During the year, the
Company has been actively exploring new business opportunities and
streamlining its operations, which required the Board members’ timely
reaction and expeditious decision making process. As a result, the board
meetings were held with a shorter notice period than required with
the consent of the Directors. The Board will do its best endeavour to
meet the requirement of A.1.3 of the Code in the future. Adequate and
appropriate information are circulated to the Directors normally three
days in advance of board meetings or such period accepted/permitted by
them. The members of the Board and the attendance of each member

during the year are as follows:

Directors and number of attendance
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RRERER EEEXNERFANSERIHE
BERET

EEREERE

Attended/Eligible

to attend
Executive Directors HITES HEE /SERERE
Mr. Yip Wai Lun, Alvin (Chairman and HEERACE(EEFEFHLE) (HE1) 13/13
Managing Director) (Note 1)
Mr. Ma Bo Ping il {8 F 52 4 8/13
Mr. Zhou Yu Sheng (Note 2) B AE (H5E2) 7/11
Ms. Lam Suk Ling, Shirley (Note 3) MR L (MI5E3) 11/11
Mr. Lee Cheuk Yin, Dannis (Note 4) TR A (H5E4) 2/2
Ms. Ho Yin King, Helena (Note 5) MIBEImZ = (M 5E5) (FIFEEHRE FAITE) 9/10
(Former Chairman and Managing Director)
Independent Non-executive Directors BAEHITES
Mr. Leung Ka Kui, Johnny REREEE 8/13
Mr. Chan Kam Kwan, Jason PR 8% 380 55 A4 12/13
Mr. Lo Kok Kee (Note 6) & B & 5 A (FT5E6) 8/8
Mr. Lau Man Tak (Note 7) Bk d (aE7) 2/2
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BOARD OF DIRECTORS (continued)

Notes:

1. Mr. Yip Wai Lun, Alvin was re-designated as the Chairman and

Managing Director of the Company on 29 October 2010.

2. Mr. Zhou Yu Sheng was appointed as an Executive Director of the

Company on 25 January 2010.

3. Ms. Lam Suk Ling, Shirley was appointed as an Executive Director of the

Company on 8 February 2010.

4. Mr. Lee Cheuk Yin, Dannis was appointed as an Executive Director of

the Company on 29 October 2010.

5. Ms. Ho Yin King, Helena resigned as the Chairman and Managing

Director of the Company on 18 October 2010.

6. Mr. Lo Kok Kee resigned as an Independent Non-executive Director of

the Company on 21 August 2010.

7. Mr. Lau Man Tak was appointed as an Independent Non-executive

Director of the Company on 29 October 2010.

The Company has received annual confirmations of independence from
Mr. Leung Ka Kui, Johnny, Mr. Chan Kam Kwan, Jason and Mr. Lau Man

Tak and the Company considers them to be independent.

Given the nature and business objective of the Company, the Board
has a balance of skill and experience appropriate for the requirements
of the business of the Company. The list of current Directors and their
respective biographies are set out on pages 15 to 18 of this Annual

Report respectively.
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CHAIRMAN AND MANAGING DIRECTOR

Under A.2.1 of the Code, the roles of chairman and chief executive
officer should be separated and should not be performed by the same

individual.

Ms. Ho Yin King, Helena was the Chairman and Managing Director of
the Company (The Company regards the role of its managing director
to be same as that of chief executive officer under the Code) during the
year ended 31 December 2010, until 18 October 2010. Mr. Yip Wai Lun,
Alvin (“Mr. Yip"”) was re-designated from being a Deputy Chairman and
Deputy Managing Director to the Chairman and Managing Director of
the Company with effect from 29 October 2010.

During the year under review, the Group has been confronted with
various challenges in all fronts, including business development,
operation efficiency and financial management. It is believed that
during the transformation and rationalisation of the Group’s business,
it would be in the best interest of its shareholders that the role of the
Chairman and the Managing Director of the Company be combined to
enable a strong and delicated leadership to reposition the Company and
implement effective measures to improve shareholders’ value. In this
light, the Company has maintained Mr. Yip as the Chairman and the
Managing Director of the Company. The Company will review the current

structure when and as it becomes appropriate.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Under A.4.1 of the Code, the Non-executive Directors should be

appointed for a specific term, subject to re-election.

Currently, the three Independent Non-executive Directors are not
appointed for a specific term but are subject to retirement by rotation
and re-election at least once every three years at the annual general
meeting of the Company in accordance with the provisions of the Bye-
laws of the Company, and their appointment will be reviewed when they

are due for re-election.

EREFHKLE

BTFAMRXEA2.1E EERITHRAHE 2B
EAODR T AERE— ALTET-
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HEZ-ZF+ -_A=1+—HIFE AR
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A (EEEDCRBITFRIEZTQLER
ERARRIZEIFEREFHEKE B T —TF
THAZtTABRAER-

REBEFERN AEERS T EET S EHRE
BREBER KEREEMBER - AEEIE
B AEEEBENEURELERY $FaK
REENZ MARBDEFERESLLIE 2B
EHEDBRERBENAEUNEHKARR]E
N BB R AR IR EE - BEN I
ARBIERBEEEBEARFAIERESR
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BEFUEAL G FRTERRAEEEE
YA TEE-

BA = RBUFRTEETNREENMA IR
- MERBEAFRANGXEIE=FRARQT
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REMUNERATION COMMITTEE

The Remuneration Committee was established with a specific written

terms of reference.

The Remuneration Committee is responsible for making recommendations
to the Board on, among other things, the Company’s policy and structure
for the remuneration of all Directors and senior management of the
Company and is delegated by the Board with the responsibility to
determine on behalf of the Board the specific remuneration packages for

all Executive Directors and senior management of the Company.

The Remuneration Committee comprises four Directors including the
three Independent Non-executive Directors, namely Mr. Leung Ka Kui,
Johnny (Chairman), Mr. Chan Kam Kwan, Jason, and Mr. Lau Man Tak
and the Chairman and the Managing Director of the Company, Mr. Yip
Wai Lun, Alvin.

During the year, the Remuneration Committee held two meetings.

Members of the Remuneration Committee and the attendance of each
member during the year are as follows:

Directors and number of attendance

ARRIERIFHME B ® - WEMER] L EBRE

YHWEZBEeREREESRELAR (AT eRm)
ARBIFBEEERDRERE A FHIHBR R A&
BEZ UREFTIRERT KREFEE
EARBMAERTEERERERABZAR
B

FMEZEammEBEFTEN  BE=RBIIFHN
ﬁﬁ%é@%%@?ﬁi (/) RipimEERBIX
BEEURARRIFEREFHEEERERE
o

RER HFHEZEERITTMRAEH-

RERA - FHBHE
T

EERHRERE

RBEEKBRERBZHEBRD

Attended/Eligible

to attend
Independent Non-executive Directors BUKHITES HER GEKREE
Mr. Leung Ka Kui, Johnny (Chairman) RREVEE (FE) 172
Mr. Chan Kam Kwan, Jason PR & e o A 2/2
Mr. Lau Man Tak (Note 1) B> @m A A (1) 0/0
Mr. Lo Kok Kee (Note 2) EBRELAE (KisE2) 11
Executive Directors HITES
Mr. Yip Wai Lun, Alvin (Note 3) BEEmEE (H5E3) 1/1

Ms. Ho Yin King, Helena (Note 4)

Notes:

1. Mr. Lau Man Tak was appointed as a member of the Remuneration

A IR 2 £ (P E4)

Committee of the Company on 29 October 2010.

2. Mr. Lo Kok Kee ceased to be a member of the Remuneration Committee
of the Company on 21 August 2010.

3. Mr. Yip Wai Lun, Alvin was appointed as a member of the Remuneration

Committee of the Company on 29 October 2010.

4. Ms. Ho Yin King, Helena ceased to be a member of the Remuneration

Committee of the Company on 18 October 2010.
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REMUNERATION COMMITTEE (continued)

During the year, the Remuneration Committee performed the following
duties:

(1) reviewed and recommended the remuneration packages of the
Directors; and

(2) reviewed the proposal for the grant of the share options under
the Company’s share option scheme to certain eligible grantees
to reward their contributions to the Group and recommended the
Board to approve the grant of the share options.

NOMINATION OF DIRECTORS

The Company has not established a Nomination Committee. The duties
and functions of the Nomination Committee recommended in the Code
are performed by the Board collectively with no Director being involved
in fixing his/her own terms of appointment and no Independent Non-
executive Director being involved in assessing his/her own independence.

New directors are sought mainly from referrals and internal promotion.
In assessing whether a candidate is suitable for appointment as a
director, the Board will consider relevant factors including the personal
ethics, integrity, independence, experience, skills and time commitment.
During the year, the Board appointed one Independent Non-executive
Director and three Executive Directors. The Board assessed their suitability
for appointment with reference to their personal background, skills
and experience in their industry. In appointing the Independent Non-
executive Director, the Board has also duly assessed his independence
with reference to pre-determined guidelines. The Board also considered
and accepted the resignation of Ms. Ho Yin King, Helena as the
Chairman and Managing Director of the Company and approved the re-
designation of Mr. Yip Wai Lun, Alvin as the Chairman and Managing
Director of the Company.

FMERR 0
RER FHEZEEERITATRE:

(1) ZHBARERESFZHFWTE X

2 FJHRBARRZEBRESERAKEEF
HEBZETABRARARLBEREZ
BENEREESHAERDBERE-

EEZRA

ARBYARRIIRHZEG - TAREBEZREZ
CRELBEHESSREET AHMEES
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SRR G 2B

WoW m
% M

\
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REEREGNARTESR E=9RSERE
ANERBERST  BRIE BN &8 RENTER
KESHBARER -FR ARRZE-RBIIF
HITESK=RHTEF -EFENEL2EEA
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HEXBRALRBEIRARAIERESTEL
o
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AUDITOR’'S REMUNERATION

The Group was charged by the auditor, SHINEWING (HK) CPA Limited,

the following auditing and non-auditing services during the year:

BB

RERN REBNZEMEKTM(FE)S
ETRNESAT AR A A 2 B NI BTG BN
T

Fees paid/payable

Services rendered REH RS e ENER
HK$
BT
Audit services ZH R 1,200,000
Non-audit services: FEZBURT
Risk services BB & R AR 75 250,000
Agreed-upon procedures e 22 F 150,000
AUDIT COMMITTEE EREES
The Audit Committee was established with a specific written terms of ARAGDRIEZZES  WEME] LRI B
reference. E[E o

The Audit Committee is responsible for reviewing and supervising the
financial reporting process and internal control system of the Group and

providing advice and comments to the Board.

During the year, the Audit Committee held five meetings.

Members of the Audit Committee and the attendance of each member

during the year are as follows:

Directors and number of attendance

EZZECAERANERARE ZM B HER
BIELAMEZEFE TAEFSREEFELE
"o

NERN BRZEERTTAREE -

RER BEREZEEREREXE ZHE BN
T

ESRHEERE

Attended/Eligible

to attend
Independent Non-executive Directors BUFHTES HER GEREE
Mr. Chan Kam Kwan, Jason (Chairman) PREPIR ST A (/) 5/5
Mr. Leung Ka Kui, Johnny BRI EE 5/5
Mr. Lau Man Tak (Note 1) B =LA (KM 0/1
Mr. Lo Kok Kee (Note 2) ERELE (HiE2) 2/3
Notes: Bt 5 -

1. Mr. Lau Man Tak was appointed as a member of the Audit Committee

of the Company on 29 October 2010.

2.  Mr. Lo Kok Kee ceased to be a member of the Audit Committee of

the Company on 21 August 2010.
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AUDIT COMMITTEE (continued)

During the year, the Audit Committee has performed the following

duties:

(1) reviewed with the auditor the audited financial statements for the
year ended 31 December 2009 and reviewed the unaudited interim
financial statements for the six months ended 30 June 2010, with

recommendations to the Board for approval;

(2) reviewed report on internal control system covering financial,

operational, procedural compliance and risk management functions;

(3) reviewed the compliance issues with the regulatory and statutory

requirements;

(4) reviewed with the management of the Company the accounting

principles and practices adopted by the Group; and

(5) reviewed and approved the auditor’'s remuneration.

Mr. Chan Kam Kwan, Jason and Mr. Lau Man Tak, members of the Audit
Committee, possess relevant professional qualifications and financial
management expertise and meet the requirements of rule 3.21 of the

Listing Rules.

ACCOUNTABILITY AND AUDIT

The Directors are responsible for the preparation of the financial
statements of the Group for the relevant accounting periods under
applicable statutory and regulatory requirements which give a true and
fair view of the state of affairs, the results of operations and cash flows
of the Group. In preparing the financial statements for the six months
ended 30 June 2010 and for the year ended 31 December 2010, the
Directors have adopted suitable accounting policies and applied them

consistently.

RER BERZBERETUATERE:

(1) EZBEAREHNEE_TTAF+_-A
ST -BLEFEZEESMBERE  FH
BHE-Z-ZFRA=THILERERZREX
REZTPHMBEERER YREERHRES
BHAE

2 EHNEBVE 2E BEFgfALRRER
Wz ABEZERSRE

Q) EHBERMRENEEBRZEREH:

(4) EARTBEEEBRMAREMRMAZE

(5) B R UL/ BAD 2 #r B o

EZZEeRERBMLENRENELEES
HEEEEREMBEREMRENTAS LT
FRBIEI2UEZIRTE »

B EMEREFX

EFARRBEAZERMEBRRGRIEMES
MR AR ERBRE  UAERAFRRA

SEHBRR REXERRERE-EERN
REBE_T-TFRA=ZTHLENEARE
E_FE-FTHE+_A=T-BLEFEMBRE
B ODRMEE ST RRLEERBZFHR-

2010 F%k | € ERERBRAAE

27



28

Corporate Governance Report

= IV
TtEEAME

ACCOUNTABILITY AND AUDIT (continued)

The Group incurred a capital deficiency and a net loss attributable to
the owners of the Company of HK$131,615,000 and HK$383,368,000
respectively for the year ended 31 December 2010.

In the opinion of the Directors, in light of the measures taken to date
and to be taken and on the basis of the major assumptions disclosed
in note 2 to the financial statements, the Group will be able to finance
its working capital and financial requirements to maintain its operating
existence in the foreseeable future. Accordingly, the Directors are
satisfied that it is appropriate to prepare the financial statements on a
going concern basis.

The responsibility of the auditor with respect to these financial
statements are set out in the Independent Auditor’'s Report on pages 42
to 45 of this Annual Report.

INTERNAL CONTROLS

The internal control system is designed to provide reasonable, but
not absolute, assurance of no material misstatement or loss and to
manage rather than eliminate risks of failure in operational systems and
achievements of the Group's objectives.

During the year, independent Internal Control Review Advisor was
engaged to conduct a review of the effectiveness of the internal control
system of the Group covering the financial, operational, procedural
compliance and risk management functions.

The Audit Committee acknowledged the Internal Control Review
Advisor’s opinion on certain deficiencies in the Group's internal control
system regarding, among other things, control environment, policy and
procedure documentation, budgetary monitoring and business cycles
of the Group’s subsidiaries, and has requested that the Company will
implement the measures recommended by the Internal Control Review
Advisor with a view of improving the Group’s internal control system to
address these identified weaknesses.

GUOJIN RESOURCES HOLDINGS LIMITED | Annual Report 2010

BEMREX )

AEERBE-_Z—ZF+_A=+—RHLFE
BB ENBMARRNAREE AEGEBEFE
7 71 4131,615,000% 7t K 383,368,000/ T ©

EERR TR RECEBRNERLEE
REEVE G - WA R M 2Pt 2 T B |
REM L AEEKASEELZEES AT
B NEFMRBREERTFREEBLE -
bt BEREREHECEEERUVBHRRIE

B

ZEBMEMERREAZETIEREAFRE
42FE4A5H 2B SR TRE R -

&R BE 4

NEEEGIRE 2B AAIE (EFEYH) RE
BEEATERASER XLEER (MIHEK)
EENENERREERAEEMTERZRE

@ o
A

FA BUABEZEEHERCEZENEEAE
MEBEHE B E 2 BRI ETIR  REREE
R RE BRERFNMEREEBEE-

B EHIRE  BRRERF X BEEEIN
RASEMBARCEBBER EXZEEE
ERANR BB A RRE AR BB 2 6 - DA
EARKENABEERLG  BRZFWEIROM

Bo



Corporate Governance Report

A
TEERRE

COMMUNICATION WITH SHAREHOLDERS

The Board recognizes the importance of good communication with all
shareholders. The annual general meeting of the Company is a valuable
avenue for the Board to enter into direct dialogue with shareholders.
Although under E.1 of the Code, the chairman of the board should
attend the annual general meeting, Ms. Ho Yin King, Helena, the
Chairman of the Board from 1 January 2010 to 18 October 2010, did
not attend the annual general meeting held on 21 August 2010 due to
her personal business. The annual general meeting was chaired by Mr.
Yip Wai Lun, Alvin, the then Deputy Chairman and the Deputy Managing
Director of the Company. As from 29 October 2010, Mr. Yip Wai Lun,
Alvin was re-designated as the Chairman and the Managing Director of
the Company.

Copies of the annual report and corporate circulars of the Company are
dispatched to shareholders in a timely manner before the time limits
laid by statutory and Listing Rules requirements to ensure effective
communication with shareholders.

BRRzERE
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Directors’ Report

The Directors submit herewith their report together with the audited

consolidated financial statements for the year ended 31 December 2010.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal
activities of its principal subsidiaries are set out in note 40 to the

consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2010 are set
out in the consolidated statement of comprehensive income on pages 46

to 47 of this Annual Report.

The Directors do not recommend the payment of a dividend.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for

the past five financial years is set out on page 172.

PROPERTY, PLANT AND EQUIPMENT

The Group’s leasehold land and buildings were revalued at 31 December
2010. The revaluation surplus of HK$4,000, net of deferred tax charge of

nil have been charged to the property revaluation reserve.

Details of these and other movements during the year in the property,
plant and equipment of the Group are set out in note 17 to the

consolidated financial statements.
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SHARE CAPITAL

Details of these movements during the year in the share capital are set

out in note 31 to the consolidated financial statements.

During the year, neither the Company nor any of its subsidiaries

repurchased, sold or redeemed any of the Company's shares.

DISTRIBUTABLE RESERVES OF THE COMPANY

In the opinion of the Directors, there is no reserve of the Company which
is available for distribution to shareholders at 31 December 2010 and 31
December 2009.

DIRECTORS

The Directors of the Company during the year and up to date of this

report were:

Executive directors

Mr. Yip Wai Lun, Alvin (Chairman and Managing Director)
Mr. Ma Bo Ping

Mr. Zhou Yu Sheng (appointed on 25 January 2010)

Ms. Lam Suk Ling, Shirley (appointed on 8 February 2010)
Mr. Lee Cheuk Yin, Dannis (appointed on 29 October 2010)

Ms. Ho Yin King, Helena (resigned on 18 October 2010)

Independent non-executive directors

Mr. Leung Ka Kui, Johnny

Mr. Chan Kam Kwan, Jason

Mr. Lau Man Tak (appointed on 29 October 2010)
Mr. Lo Kok Kee (resigned on 21 August 2010)
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DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming annual general
meeting has a service contract which is not determinable by the Group
within one year without payment of compensation (other than statutory

compensation).

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

As at 31 December 2010, the interests or short positions of the Directors
and chief executives of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (“SFO"))
as recorded in the register required to be kept by the Company under
Section 352 of the SFO, or as otherwise notified to the Company and The
Stock Exchange of Hong Kong Limited (“Stock Exchange”) pursuant to
the Model Code for Securities Transactions by Directors of Listed Issuers,

were as follows:

é%ZEE%D II\IJ

BREERRBFAS L EREECERTAE
ERAAR—FREERIE OCEEFERIN 2
R EH -

EERITARASRKRE - 195
RORES > HERAA

R-T-TE+-A=+-0 ARDEEER
EETHARNAR ARAEFEBAE (T

ERBEFMERD ([EFRAEKRD ) FEXV
) 2B BB REFTHEERERE S R
HERPIFIRBNALRRERF 2 E LM
ARBRELTETAEETESFXHIRLETA
HEARARAREBEBHERSMAERRE (T8
Frl) 2 ERSORR T -

Long positions L3}
Shares and underlying shares of the Company EREARG R EER G
Number of Percentage
(ll\{umberhof underlying of the issued
ordinary shares shares share capital
Personal Corporate held under of the
Name of Director Capacity interests interests  share options Total Company
N RERRE HEART
HREHE HEAR B8%
Esps 5t AARS ARES RA#UE ast RABAL
Mr. Yip Wai Lun, Alvin Interest of controlled corporation - 3,000,000 - 3,000,000 0.20%
s REH ATz #R
Mr. Leung Ka Kui, Johnny Beneficial owner 290,000 - 1,542 291,542 0.02%
RREEE EREBA
Mr. Chan Kam Kwan, Jason Beneficial owner - - 1,542 1,542 0.00%

fRipi % 4 ExfiBA
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

(continued)
Long positions (continued)

Save as disclosed above, none of the Directors or chief executives
of the Company had any interests or short position in any shares,
underlying shares and debenture of the Company or any of its associated
corporations within the meaning of Part XV of the SFO as recorded in the
register required to be kept by the Company under Section 352 of the
SFO, or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers and none of the Directors or chief executives, or their
spouses or children under the age of 18, had any right to subscribe for
the securities of the Company, or had exercised any such right during the

year.
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SHARE OPTIONS

Particulars of the Company’s share option scheme are set out in note 32

to the consolidated financial statements.

The following table discloses movements in the Company's share options

B IR
RAF 2 BRET S 2 EMERGE VB RE
MeaE327 -

TREBAARZBRERRE-F—FF 1=

during the year ended 31 December 2010: AR=+—BLEFERAZEEF:
Share Cancelled/
option  Outstanding Granted Exercised Lapsed  Outstanding
Name Date of share scheme  at beginning during during during atend  Subscription
of participants option granted category  of the year the year the year theyear  of the year price Exercise period
(Note (i) HKS
and (i)
BRE BRE RER RER REX
BHERE RYAH HEER HRTRE  REARM RERTE  28H/&NM R AEE ks
(P EE() B
Rii)
Directors
Bz
Mr. Leung Ka Kui, 25.1.2005 2005 1,542 - - - 1,542 0.158 25.1.2005 - 24.1.2015
Johnny ZZERE-AZTHHE
RREMRE “E-n%¥-A-THEA
Mr. Chan Kam Kwan, 25.1.2005 2005 1,542 - - - 1,542 0.158 25.1.2005 - 24.1.2015
Jason —ETRE-A-tRAZE
RipmEE —E-n%-A-+EA
Ms. Ho Yin King, Helena 25.1.2005 2005 628 - - - 628 0.158 25.1.2005 - 24.1.2015
(Note (iii)) —EZRF-A-THHZE
CE35 e ZE-nE-fCtTHEA
(i)
Mr. Ho Fai Keung, Jacky 25.1.2005 2005 628 - - (628) - 0.158 25.1.2005 - 24.1.2015
(Note (iv) —TZnf-A-t+HHE
RRLE ZB2-RE-AZTHA
(Bi3E(v))
Dr. Li Sau Hung, Eddy 25.1.2005 2005 1,542 - - (1,542) - 0.158 25.1.2005 - 24.1.2015
(Note (v)) ZZERE-AZTHHE
FRERL “E-n%¥-A-THEA
(BizEW)
Total for directors 5,882 - - (2,170) 3,712
EEFhy
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Directors’ Report
EERHE

SHARE OPTIONS (continued)

BRE 2

Share Cancelled/
option  Outstanding Granted Exercised Lapsed  Outstanding
Name Date of share scheme  at beginning during during during atend  Subscription
of participants option granted category  of the year the year the year the year  of the year price Exercise period
(Note (i) HKS
and (i)
BRE BRE RER RER REX
BHRENE RHAH 8RR HRTRE  REARE RERTE  H8H/&% 1 KT R ABE A
(P zE() B
Baii))
Employees 25.1.2005 2005 239,256 - - (50,000) 189,256 0.158 25.1.2005 - 24.1.2015
Es “ERRE-A-TRAZ
ZZ-RE-AZTHA
29.1.2010 2010 - 79,640,000 (652,000) - 78,988,000 0.786 29.1.2010 - 28.1.2012
—E-TE-AZThHEE
“E-ZE-A-1NH
Total for employees 239,256 79,640,000 (652,000) (50,0000 79,177,256
EEAG
Percentage to total Company’s
shares in issue at end of the period
EANRARBRACRTRABEAS L
Total under New Scheme 239,256 79,640,000 (652,000) (52,170) 79,180,968 5.27%
MEEET A
Notes: P 5T
(i) The 2005 and 2010 options were granted under scheme adopted on 12 (i)  2005K&20108 M4 IR ER 2T MNF XA

June 2004.

(i) The closing price of the Company's shares immediately before 25
January 2005 and 29 January 2010, the dates of grant of 2005 and
2010 options, were HK$0.159 and HK$0.750 respectively.

(iii)  Ms. Ho Yin King, Helena resigned as the Chairman and the Managing
Director of the Company on 18 October 2010.

(iv) Mr. Ho Fai Keung, Jacky resigned as an Executive Director of the

Company on 31 December 2009.

(v)  Dr. Li Sau Hung, Eddy resigned as an Independent Non-executive

Director of the Company on 18 July 2009.

(i)

(iii)

(iv)

TRRMZEERL -

ARARRNEE_ZTTRF-—A-+HBRK
—ZT-FTF— A=+ B (2005%20108 %
REME L B E)ATE KT E S 517/20.159%8 T
$0.750% 7T °

MHERLLTER_Z—FF+ A+ N\BEIE
ARBZEFRESHEE -

MEREEER _TEAF+_A=+—H
BEARRMAITES -

FEEBLER-_ZTAFLA T N\BEIE
RARMIBILIFAITES -

2010 F%k | € ERERBRAAE
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FERRE

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Other than the share option holdings disclosed above, at no time during
the year was the Company or any of its subsidiaries, a part to any
arrangements to enable the directors of the Company to acquire benefits
by means of the acquisition of shares in, or debentures of, the Company

or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contracts of significance to which the Company or any of its
subsidiaries, was a party and in which a Director of the Company had a
material interest, whether directly or indirectly, subsisted at the end of

the year or at any time during the year.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2010, so far as are known to the Directors, the
shareholders (other than Directors or chief executives of the Company),
who had interests or short positions in the shares or underlying shares of
the Company which would fall to be disclosed to the Company under the
SFO, or which were recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO, or had otherwise notified

the Company were as follows:
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Directors’ Report
EERHE

SUBSTANTIAL SHAREHOLDERS (continued) * H g i (#&)
Long positions L3}
Shares and underlying shares of the Company AERARGREER G
Number Percentage
of issued Number of of the issued
ordinary underlying share capital of
Name of shareholder Capacity shares held shares held the Company
RN
BEERT ®E BRITRAE
BRREE LB 5% ZERHE HEROGHE Bk
Xie Song Guang Beneficial owner 140,000,000 - 9.31%
(Note 2)
IS EnEAA (Ki&E2)
Cui Zhan Lin Beneficial owner 344,200,000 - 22.89%
(Note 3)
Eak ERBEA (PF5E3)
Chan Ping Che Beneficial owner 132,336,000 - 8.80%
BRERE ERBEA
Notes: Bt 5

1. The calculation of percentage figures is based on the relevant number of
shares as a percentage of the number of shares of the Company in issue

as at 31 December 2010.

2. On 29 September 2010, Mr. Xie Song Guang exercised the principal
amount of HK$35,000,000 of the 2012 Notes into 140,000,000 shares
of the Company.

1. BALBTFZAEDEBEEEEROBEER
ARAR B -—FF+-_A=+—-HzZE#*¥

TROBEZBES -

2. RZZE—ZTEANAZ+THB BB EETT
K 4 %8 535,000,000 02 — T — —F =

¥ - Wi 5140,000,00008 A A & AL ©

2010 % | BEERERBRLA
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EERWE

SUBSTANTIAL SHAREHOLDERS (continued) Igﬂﬁi (#%)
Long positions (continued) HR#)

Shares and underlying shares of the Company (continued) ERARGREER G (&)

3. These shares are potentially issued and allotted to Mr. Cui Zhan 3. REAHA-ZTETAF+-_A+N\BZEE

Lin pursuant to the conditional acquisition agreement dated 18 i E R ([WERE]) (KBHAR=Z—
December 2009 (“Acquisition Agreement”) as amended by the second ZENR—BZE_MDEFTHZEMER]) 1t
supplemental agreement dated 1 September 2010, details of which are ERMBEMBITREEETESWEE  HF
referred to in note 22 to the consolidated financial statements. BEH R GE MBI RM 22

Other than as disclosed above, the register of substantial shareholders K EXHEEIN R-_ZT—TF+_-_H=+—
maintained by the Company under Section 336 of the SFO showed H '&ZARXGRIEZAHANPEKIIFEI6CIEETF
that the Company had not been notified of any other interests or short < E ZRELAMFR - AR B W B RARR A
positions in the shares and underlying shares of the Company as at 31 3 R D 2T EMERTOAE -
December 2010.
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EERRE

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2010, sales attributable to the Group's
largest customer accounted for approximately 23.8% of the Group’s
consolidated turnover and aggregate turnover attributable to the five
largest customers of the Group accounted for approximately 57.0% of

the Group’s consolidated turnover.

For the year ended 31 December 2010, purchases attributable to the
Group's largest supplier accounted for approximately 16.3% of the
Group's total purchases and aggregate purchases attributable to the five
largest suppliers of the Group accounted for approximately 54.0% of the
Group's total purchases.

To the knowledge of the Directors, none of the Directors, or their
respective associates, or shareholders owning more than 5% of the
Company's issued share capital had any beneficial interests in any of the

five largest customers or suppliers.

CONFIRMATION OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received, from each of the Independent Non-executive
Directors, an annual confirmation of his independence pursuant to Rule
3.13 of the Rules Governing the Listing Securities on the Stock Exchange.
The Company considers all of the Independent Non-executive Directors

are independent.

TEREFRHER

RBE_Z-—ZF+_HA=+—HIEFERN"
AEBGAREPELHEBNEAERREE
X 223.8% MAABRFEEZBEEEEDN
EREEGEEEEFE257.0% °

REBE-Z-—ZF+-_A=+—RAILFERN"
AEBSGAFEEEERBEAGASERE
HEE2163% mAKREENE L BIHRER
KR EEREEE 254.0% °

REREEMA SEFARERAZBEANLH
BERRBEBEITIRAS%IA 2 BREWER I
MAREPHHERREE MBS

BYFHTESZ2ER

ARRCERESBIIFNTESREBRM
%*%J:?ﬁ%ﬁ,ﬁﬂ%3.13ﬂ%?jﬁ?ﬁ%2?§ﬁ’l&*ﬁﬁ?§ﬂjZ
FEMRE ARARR/AAEBILIFRNTEEE
BB LA
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FEC RS

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications and

competence.

The emoluments of the Directors of the Company are decided by the
Remuneration Committee, having regard to the Company’s operating

results, individual performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive to
Directors and eligible employees, details of the scheme is set out in note

32 to the consolidated financial statements.

CORPORATE GOVERNANCE PRACTICES

Details of the Company's corporate governance practices are set out
in the Corporate Governance Report on pages 20 to 29 of this Annual

Report.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Listing Rules. Following specific enquiry by the Company, all
Directors have confirmed that they have complied with the required
standard as set out in the Model Code during the year ended 31
December 2010.

AUDIT COMMITTEE

The Audit Committee comprises three Independent Non-executive
Directors, namely, Mr. Leung Ka Kui, Johnny, Mr. Chan Kam Kwan,
Jason and Mr. Lau Man Tak. The Audit Committee has reviewed the
management accounting principles and practices adopted by the Group
and discussed internal controls and financial reporting matters including

the review of the audited results for the year ended 31 December 2010.
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Directors’ Report
EERRE

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

The Company has not redeemed any of its shares during the year. Neither
the Company nor any of its subsidiaries has purchased or sold any of the

Company's shares during the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company's Bye-
laws, or the laws of Bermuda, which would oblige the Company to offer

new shares on a pro-rata basis to existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
year ended 31 December 2010.

AUDITOR

A resolution will be submitted to the forthcoming annual general
meeting to re-appoint SHINEWING (HK) CPA Limited as the auditor of the

Company.

On behalf of the Board

Yip Wai Lun, Alvin
Chairman

30 March 2011

ARRBAAGEZ I @ AR AR - F A AR
REAFEFEMHEARBEBERHEARF
EARAD -

BrBERE

ARz ERARKEREE G EEMNEREE
BRBEEZIGO REARRAZLAARE
R B EFIBAD

RARNBERE
RBE-FT-FTE+ A=t ALFERF
ARF-EBRHRHZARERE

B BUED

ARABREEBRAFANE LIZ2RE
AR (BB QM EBRMAR
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SHINEWING (HK) CPA Limited
43/F., The Lee Gardens

faikPia

Shine‘ZOan

33 Hysan Avenue
Causeway Bay, Hong Kong

TO THE SHAREHOLDERS OF

GUOJIN RESOURCES HOLDINGS LIMITED

(FORMERLY KNOWN AS “JACKIN INTERNATIONAL HOLDINGS LIMITED ")
(Incorporated in Bermuda with limited liability)

We were engaged to audit the consolidated financial statements of
Guojin Resources Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 46 to 171
which comprise the consolidated statement of financial positions as at
31 December 2010, and the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and a

summary of significant accounting policies and other explanatory notes.

Directors’ responsibility for the consolidated
financial statements

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

material misstatement, whether due to fraud or error.
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Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you,
as a body, in accordance with section 90 of the Bermuda Companies
Act, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.
Except for the limitation in the scope of our work as explained below,
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 consolidated financial statements are free
from material misstatement. However, because of the matter described in
the basis for disclaimer of opinion paragraph, we were not able to obtain
sufficient appropriate audit evidence to provide a basis for an audit

opinion.

Basis for disclaimer of opinion
Corresponding figures

As previously explained in our report dated 27 April 2010 on the Group’s
consolidated financial statements for the year ended 31 December 2009,
we were not provided with sufficient evidence to enable us to assess as
to whether the turnover, cost of sales, loss on disposal of subsidiaries and
impairment loss on inventories included in the consolidated statement
of comprehensive income of the Group were free from material
misstatements. We qualified our opinion on the Group's consolidated
financial statements for the year ended 31 December 2009 in respect of

this scope limitation accordingly.

Any adjustments that might have been found necessary in respect of the
above would have had a consequential impact on the Group’s results for
the year ended 31 December 2009 and the related disclosures made in

the consolidated financial statements.
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Al EFE  BPIRERSREREE 2EXR
BUARBELEZE R ZER-
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Recoverability of refundable deposit paid for acquisition
of mining rights

As disclosed in note 22 to the consolidated financial statements, as at 31
December 2010, the carrying amounts of the refundable deposits paid
for the acquisition of certain mining rights amounted to US$3,000,000
(equivalent to HK$23,400,000), and impairment loss of US$2,000,000
(equivalent to HK$15,600,000) was provided and charged to the
consolidated statement of comprehensive income during the year ended
31 December 2010. The directors of the Company considered that the
Group would be able to collect the carrying amount of the refundable
deposits from the vendor. However, we were unable to obtain sufficient
information and explanation to satisfy ourselves as to whether the
refundable deposits as at 31 December 2010 and the related impairment
loss provided during the year ended 31 December 2010 were fairly
stated. Any adjustments to the above as at 31 December 2010 found
to be necessary would affect the Group’s capital deficiency as at 31
December 2010 and have a consequential effect on its loss for the
year then ended and the related disclosure thereof in the consolidated

financial statements.

Material uncertainty relating to the going concern basis

As disclosed in note 2 to the consolidated financial statements, the
Group incurred a consolidated loss attributable to owners of the
Company of approximately HK$383,368,000 for the year ended 31
December 2010 and recorded consolidated capital deficiency attributable
to owners of the Company of approximately HK$131,615,000 as at 31
December 2010. The consolidated financial statements of the Company
have been prepared on a going concern basis, the validity of which
depends upon the successful implementation and outcome of the
measures to be undertaken by the Group as described in note 2 to the
consolidated financial statements to ensure that adequate cash resources
are available to meet in fulfill its financial obligations as they fall due in

the foreseeable future.
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In view of the extent of the material uncertainties relating to the
successful implementation and outcome of the measures to be
undertaken by the Group as mentioned above which might cast a
significant doubt on the Group’s ability to continue as a going concern,
we have disclaimed our audit opinion on the consolidated financial

statements.

Should the Group be not able to continue its business as a going
concern, adjustments would be necessary to reclassify all non-current
assets and liabilities as current assets and liabilities, write down the
value of assets to their recoverable amounts and to provide for further
liabilities which may arise. The consolidated financial statements do not

include any of these adjustments.

Disclaimer of opinion: disclaimer on view given by
financial statements

Because of the significance of the matter as described in the basis for
disclaimer of opinion paragraph, we do not express an opinion on the
consolidated financial statements as to whether they give a true and fair
view of the state of affairs of the Group as at 31 December 2010 and of
the Group’s loss and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards. In all other respects, in
our opinion, the consolidated financial statements have been properly
prepared in accordance with the disclosure requirements of the Hong

Kong Companies Ordinance.

SHINEWING (HK) CPA Limited

Certified Public Accountants
Chong Kwok Shing
Practising Certificate Number: P05139

Hong Kong

30 March 2011
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Turnover
Cost of sales

Gross loss

Other revenue

Other (loss) income

Distribution costs

Administrative expenses

Expenses related to acquisition of
mining rights

Change in fair value of derivative and
embedded derivative components
of a convertible bond

Share-based payment expenses

Reversal of impairment loss on trade
receivables

Impairment losses and write off

Loss on disposal of subsidiaries

Finance costs

Loss before taxation
Income tax credit (expense)

Loss for the year

Other comprehensive income
(expense)

Exchange differences arising on
translation of foreign operations
Reclassification adjustments for
amounts transferred to profit or
loss
— release of translation reserve upon
deregistration of subsidiaries
— release of properties revaluation
reserve upon impairment loss on
property, plant and equipment
Gain arising on revaluation of
properties
Income tax relating to gain arising on
revaluation of properties
Income tax relating to release of
properties revaluation reserve upon
disposal of property, plant and
equipment

Other comprehensive income for the
year, net of tax

Total comprehensive expense for
the year

Notes

Bt 5E
EER 8
$HE AR
E£i8
Ea g A 9
EHith (B8 ) Wz 9
2 $HAK AN
THREX
HIWEHBEREEE X
PTETARABBRESZ
BRARITES D 2
AAEBEEED 30(a)
AR BERE 2 M3
FEWE 5 5K IB R E E 1R

21
BB B 18 R 12
HEHBRARZEIE 35
BiEER 10
BRBiAIE 18
FrisfiiE e (FAX) 13
FEB#A 1
Hi2mKA (BX)

BMEBIEREE ZIERLEZR

BRERRP LB
B RRAE

—TA M B 2 R HUH LM &
FREREE SR

—RYE BERRBHBEREE
18 I AR RR
MEELFER

ERMEREEZ WS

EMESEHELEZREEHRL
Ffr 5 Bt

REEME BERRER
REMEELREE

B Z ST

FREMEESEA  MAERHE

FRE2HEMAXAE
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2010
HK$000
=225
THET
169,925

(276,218)

(106,293)
321

(1,685)
(17,226)
(88,551)
(17,870)
(12,457)
(21,483)

359
(90,929)

(30,813)

(386,627)
2,716

(383,911)

1,317

381

185

1,710

3,597

(380,314)

2009
HK$'000
—ZETNF
FHT
221,394
(304,266)

(82,872)
6,935
32

(20,649)
(89,946)

12,457

16,053
(63,010)
(17,674)
(37,430)

(276,104)
(1,933)

(278,037)

674

2,225

(372)

2,527

(275,510)



Consolidated Statement of Comprehensive Income

ER
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For the year ended 31 December 2010 HEZE_-F—FFE+-F=+—HAULFE

2010 2009
Notes HK$'000 HK$'000
—e-%% —2EhF
B 3 FHERT T T
Loss for the year attributable to: IATALTEEFEREERE:
— Owners of the Company . WNEIE7 X =N (383,368) (278,003)
— Non-controlling interests —IEERE R (543) (34)
(383,911) (278,037)
Total comprehensive expense MTALTEEEZEMA R
attributable to:
— Owners of the Company S YNEIE X =N (379,771) (275,476)
— Non-controlling interests — IR = (543) (34)
(380,314) (275,510)
HK$ HK$
BT BT
Loss per share BREE 14
Basic BN (28.0) centsfill | (28.9) centsfll
Diluted b (28.0) centsfill | (28.9) centsfll

2010 F%k | € ERERBRAAE
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At 31 December 2010 R=—ZF—FF+=-F=+—H

Notes
B &k
Non-current assets IRBEE
Property, plant and equipment L ER S 17
Intangible assets mVEE 18
Goodwill Bk 19
Deferred tax assets R IBE E 28
Current assets RBEE
Inventories A 20
Trade and other receivables B 5 K H th fE kIR 21
Refundable deposit paid for B XM ERERE 2 TREES
acquisition of mining rights 22
Consideration receivable for HEMB ARz BERE
disposal of subsidiaries 34
Early redemption option of AR &5 2 1 F i O #
a convertible bond 30(a)
Tax recoverable A @ A IR
Bank balances and cash RITHEBRRR S 23
Current liabilities REBEE
Trade and other payables B 5 K H &~ 5IE 24
Bank and other borrowings RITREAMEE 25
Notes payable FERT R & 26
Obligations under finance leases B & T A0 A E 27
Embedded conversion option of AR ES R ARk
a convertible bond 30(a)
Tax payable FE A #5838
Net current assets REEEZE

Total assets less current liabilities #EERABHERE

GUOJIN RESOURCES HOLDINGS LIMITED | Annual Report 2010

2010
HK$000
—2-2%
FHT

23,395
8,915

1,162

33,472

29,007
17,617

23,400

163
37.897

108,084

66,897
10,898

1,228

10,692

89,715

18,369

51,841

2009
HK$'000
—EZNF
FHET

71,726
50,346

1,131

123,203

150,439
67,681

20,000

12,457
168
17,835

268,580

79,323
27,500
36,617

6,592

11,696

161,728

106,852

230,055



Non-current liabilities RBEE
Bank and other borrowings RITREAMEE
Obligations under finance leases B & A R AR
Deferred tax liabilities FEHIEBEEE
Convertible bonds A R R (B 55

Capital and reserves BRAR#E
Share capital [N
Reserves (]

Capital deficiency attributable to RRBER NGRS E AL

owners of the Company

Non-controlling interests FEPE R =

The consolidated financial statements on pages 46 to 171 were approved
and authorised for issue by the board of directors on 30 March 2011 and
are signed on its behalf by:

Yip Wai Lun, Alvin
EEMR

Director

BF

At 31 December 2010 R=—F—FF+=-H=+—H

25
27
28
30

31

FAEEFINAZERUBRRDNEESRS
TR —F-A=-tRHERRETIE A HT

2010 2009
HKS$'000 HK$'000
—z-2% —BENT
FiBT T

- 7,129

184 1,159
2,607 7,568
181,208 229,103
183,999 244,959
(132,158) (14,904)
150,375 109,310
(281,990) (124,214)
(131,615) (14,904)
(543) -
(132,158) (14,904)

JIEBERRER:

Lam Suk Ling, Shirley

MoRER
Director

BF

2010 % | BEERERERAH
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Consolidated Statement of Changes in Equity

e

VN IEI

%5 %

For the year ended 31 December 2010 #EZE_-F—FF{+ -F=1+—HIFE

Equity
Properties Convertible attributable to Non-
Share Share Capital revaluation Translation bonds  Accumulated owners of controlling
capital premium reserve reserve reserve reserve losses  the Company interests Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note a) (Note b)
ARREEA
B& BRHER ERGRE  NEERHRE EifE TRRESHE RiER EfhER FERER st
TAR ThT Thx ThL ThxT ThL TAT ThR TAT ThR
(Htsta) (FizEb)
At 1 January 2009 RZEZNE-A-H 79,879 122,076 6,255 6,651 3,175 = (39,584) 178,452 - 178,452
Other comprehensive income ~~~ FEEMZERA
for the year - - - 1,853 674 - - 2,527 - 2,527
Loss for the year FREER - - - - - - (278,003) (278,003) (34) (278,037)
Total comprehensive (expense) — FE 2 (%) AL
income for the year - - - 1,853 674 - (278,003) (275,476) (34) (275,510)
Capital contribution by FERBERRLE
non-controlling interests
shareholder - - - - - - - - 34 34
Issue of convertible bond BOTARES
(Note 30(b)) (F3£30(0)) = = = = = 4420 = 4420 - 4420
Equity-settled share-based IRAEERR A
transaction ER2R5
- lapse of options granted to -BTERZ
employees BRELR - - (2,183) - - - 2,183 - - -
Issue of new shares on exercise ~ {TEAREREEAT
of warrants (Note 31(c)) iR (HEE310) 12,157 30,254 (2,729) - - - - 39,682 - 39,682
Issue of new shares under share iR IEE AR ERF BB TR
option scheme (Note 31(b)) #31(b) 1,374 2117 (1,319) - - - - 2172 - 2172
Issue of subscription shares BIRERD
(Note 31(d) (H3E31(d)) 15,900 20355 - - - - - 36,255 - 36,255
Transaction costs attributable to (G TRERR 2
issue of subscription shares REKE - (390) - - - - - (390) - (390)
Transaction costs attributable to  EHET TR EH 2
issue of convertible bonds RHRE - - - - - (19 = (19 - (19
At 31 December 2009
109,310 174,412 24 8,504 3,849 4,401 (315,404) (14,904) - (14,904)
At 1 January 2010 Rn=%-%%-F-H 109,310 174,412 24 8,504 3,849 4,401 (315,404) (14,904) - (14,904)
Other comprehensive (expense) — FREEM 2 (F) WA
income for the year - - - (8,504) 1,698 - 10,403 3,597 - 3,597
Loss for the year FEER - - - - - - (383,368) (383,368) (543) (383,911)
Total comprehensive (expense) — FF 2 (FX) ALE
income for the year - - - (8,504) 1,698 - (372,965) (379,771) (543) (380,314)
Equity-settled share-based IEAEERR B
transactions BR2R5
- recognition of -BANRALEERA
equity-settled BER AR
share-based payments - - 21,483 - - - - 21,483 - 21,483
- lapse of options granted to -BTEEZERE
employees [34 - - (5) - - - 5 - - -
Issue of new shares under share  IREERAR IE 5T 8184
options scheme (Note 31(e)) MR (HE316) 65 624 (77) - - - - 512 - 512
Issue of new shares on RATARESRET
conversion of convertible MR (B3E310)
bonds (Note 31(f)) 20,000 31,951 - - - (4,401) - 47,550 - 47,550
Issue of subscription shares BIRERG
(Note 31(g)) (W3E31(0)) 21,000 178,500 - - - - - 199,500 - 199,500
Transaction costs attributable to R ETRERR 2
issue of subscription shares RBHA - (5,985) - - - - - (5,985) - (5,985)
At 31 December 2010 RZB-%%
N et 150,375 379,502 21,325 - 5,547 - (688,364) (131,615) (543) (132,518)
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For the year ended 31 December 2010 #Z _—F—FF{+ _F=1+—HULFE

Notes:

a)

The application of the share premium account is governed by Section 40

of the Bermuda Companies Act 1981.

At 31 December 2010 and 2009, the capital reserve comprises the

followings:

i) the fair value of the actual or estimated number of unexercised
share options granted to directors and employees of the Company
recognised in accordance with the accounting policy adopted
for share-based payments as further detailed in note 4 to the

consolidated financial statements.

ii)  the value of the unexercised warrants issued by the Company
recognised in accordance with the accounting policy adopted for
compound financial instruments as further detailed in note 4 to

the consolidated financial statements.

B 3

B EEREAR NN\ —FBERERQA
ESEAOGHRE -

) RIBE-FFHBEHIINGS P BHRRW
FEAH) PARR 17 A3 EETE N SR R A 2 & AT IR
RERRTARREERRE ZRTTE
BREZERIEFHBEZAREBE

i) RIBE - FRBEIINGES P BHRRW
HANREES M B T EMERMA 2 &5
RERBRNRAEITZARITEBIREE 2
EfE-

2010 % | BEERERERAH
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Operating activities
Loss before taxation
Adjustments for:
Depreciation for property,
plant and equipment
Amortisation of intangible assets
Impairment loss on property,
plant and equipment
Impairment loss on intangible
assets
Impairment loss on trade and
other receivables
Impairment loss on refundable
deposit paid for acquisition of
mining rights
Impairment loss on inventories
Inventories written off
Trade and other receivable
write off
Reversal of impairment loss on
trade receivables
Wavier of other payable
Share-based payment expenses
Interest income
Interest expenses
Interest expenses on convertible
bonds
Finance charges on obligations
under finance leases
Change in fair value of
derivative and embedded
derivative components of
a convertible bond
Loss on deregistration of
subsidiaries
Loss on disposal of subsidiaries
Loss (gain) on disposal of property,
plant and equipment

Operating loss before changes

in working capital

Decrease (increase) in inventories

(Increase) decrease in trade and
other receivables

(Decrease) increase in amount due
to a related company

Decrease in trade and other
payables

Cash used in operations

Tax paid
— Hong Kong Profits Tax paid
— Overseas tax refund (paid)

Net cash used in operating
activities

Note
e
R
FR 754 Al 85 18

SLTOIRB L 2%
ME- BB RERETE

BVEESE
M- BB MREREER

B EERERER
B 5 R E MRS ER R

B XU R R 2 TR @ &
B &R

FEREEE
7 B M
B 5 & H Al R YR IR I 5

B SRR ERBERD

A B Mo e R

VAR D R &R 2 R XX
B WA

B RX

AT (B 55 A B B ¢

B E R L AE 2 IS E A

TETARABERESZ
RARITELEFH 2
AREEED

BEHE MM E R FER

&K B L B B
HEWE FWERREZEE
(M)

EEESHBACKERR

BEALD (M)

5 B A i 1 R
(32 10) 3>

el —REA R R
CR) 3

.5 A At 8 14 BB

REXBHAZHE

EENE/R
—ENEFENEHR
—RE (Ef) &R

REXBHRA2BREFE
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2010
HK$'000
—2-®%
FEx
(386,627)
16,096
10,960
26,193
30,471
10,009
15,600
33,628
32,862
8,656
(359)
21,483
(101)
2,361

27,924

528

12,457

1,418

267
(136,174)

54,942
(7,299)
(910)
(28,445)
(117,886)
(1,558)

19

(119,425)

2009
HK$'000
—TTAF
FHET

(276,104)
10,284
10,545
16,428
36,125

10,457

82,087

(16,053)
(5,911)

(74)
14,432

22,307

691

(12,457)

(89,601)
(9,284)

53,091
1,299
(2,324)
(46,119)
(20)
5

(55)

(46,194)



For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

2010 2009
Note HK$'000 HK$'000
—z-—=5 —EEAE
= FET FHT
Investing activities REXEK
Net cash inflow from disposal of LEHRBARZRESRAFE
subsidiaries 34 - 39,027
Proceeds of consideration receivable — fEUH & B A R (E Z AT FUE
from disposal of subsidiaries 20,000 -
Proceeds from disposal of property, HEWE - WERKEMERIEA
plant and equipment 17,752 32
Interest received 2 F 8 101 74
Payment for the purchase of BEWE- BEREEZHR
property, plant and equipment (10,960) (32,316)
Payment for the purchase of BERWEZREMHE 2K
technical know-how - (8,880)
Payment for development costs SR EER - (5,846)
Net cash generate from (used in) REXXKELE (HH)ZRESTE
investing activities 26,893 (7,909)
Financing activities RMEED
Proceeds from issue of convertible BT MR ES TS KRIA
bonds - 227,000
Proceeds from issue of new shares ﬂﬁﬁﬁﬂx’fiiﬁwﬂﬂg*
on exercise of share option and 1T 2 BT 1S FIE
warrants 512 41,854
Proceeds from issue of new shares R B ITRT AR FT 15 5B
on subscription 199,500 36,255
New bank and other borrowings FES 2 HBRITEEMEER
raised 9,578 9,400
Decrease in pledged bank deposits B ERITEFOR D - 1,554
Capital injection by non-controlling R ERIEE
interests - 34
Repayment of bank and other ERIRIT R H A 8 E
borrowings (31,065) (153,298)
Repayment of notes payable EEERNER (38,171) (76,430)
Interest paid on convertible bonds BN TBREESF L (10,620) (10,502)
Repayments of obligations under BE B E M A EE
finance leases (6,906) (9,971)
Interest paid B & (807) (9,752)
Expenses on issue of convertible BITABRRES A
bonds - (5,301)
Finance charges on obligations under Fi &ML AIE 2% E F
finance leases (528) (691)
Repayment from directors EEEN (720) (594)
(Decrease) increase in advances SRIBERARES
from financial institution as REEBKEZFIBZRE
consideration for the factored OB ) 180
trade receivables (990) 8,454
Expenses on issue of new BITHRBERNFAX
subscription shares (5,985) (390)
Net cash generated from RMETHEEZREFHE
financing activities 113,798 57,622

2010 F5 | € ERERBMR AT 53



For the year ended 31 December 2010 #Z_—ZF—ZFF+ _HA=+—HIFE

2010 2009
Note HK$°000 HK$'000
—Z2-ZF —TTAF
B 5 FET FHET
Net increase in cash and ReRESEEYEMBE
cash equivalents 21,266 3,519
Cash and cash equivalents at R—B—BZzRERESEEY
1 January 16,581 13,050
Effect of foreign exchange INEIE RSB B
rate changes 50 12
Cash and cash equivalents RT-ZA=+—HZEER
at 31 December REZEEY 37,897 16,581
Represented by: R
Bank balance and cash WITHEBR LIRS 37,897 17,835
Bank overdraft RITHEX - (1,254)
37,897 16,581
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Guojin Resources Holdings Limited (the “Company”) was
incorporated in Bermuda with limited liability on 12 September
1996 as an exempted company under the Companies Act 1981
of Bermuda with its shares listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) since 28
November 1996. The addresses of the registered office and principal
place of business of the Company are disclosed in “Corporate

information” section to the annual report.

The Company and its subsidiaries (hereinafter collectively referred
to as the “Group”) are principally engaged in the remanufacture
and sale of computer printing and imaging products, manufacture
and sale of data media products and distribution of data media

products.

Other than those subsidiaries established in the People’s Republic of
China (the “PRC") and in the United State of America (“the USA")
of which the functional currency is Renminbi (“RMB") and United
States dollars (“US$") respectively, the functional currency of the
Company and its subsidiaries is Hong Kong dollars (“HK$"). The
consolidated financial statements are presented in HK$, which is the

same as the functional currency of the Company.

The Group sustained a loss for the year attributable to owners
of the Company of approximately HK$383,368,000 (2009:
HK$278,003,000). At 31 December 2010, the Company incurred
capital deficiency attributable to owners of the Company of

approximately of HK$131,615,000 (2009: HK$14,904,000).

BB RERERAA([ARA])

—AARFAAT_—_BREARE
—NAN—FREDEEBREETMRILES—
RERPARIE ERMNA—NNAEF
T—AZTN\BERBEEBARZMBER
A ([BEARPT]) ER_ET - AR A Z M
MERRTELEME U TINEFR A
AIER — 4R

ARRANEMBAR (A THBERIASE
BDEREERRBERHEEEMITAR
TRED RERHEBBEREEM RS
HEBBKEER-

HME ([HE]) REMEE
B([XBRILzZZEMBRAIZY
EEDHAARE(TARE]) RET
VN RRR R EKE AR 28
¥ RAT([BL]) HRAaMBEHERUE
T2 MABTTLARRZNEEH
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AEBSBAATRNBEEABRELAFE
/& 18 #7383,368,0008 L (=TT & :
278,003,000/ JT) © i —ZTF+=A
=+—B ARRELARAREE AEBEE
NEAL#9131,615,0008 70 (ZET HG:
14,904,000/ 7T ) °
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For the year ended 31 December 2010 #Z_—ZF—ZFF+ _HA=+—HIFE

In view of the liquidity constraints presently encountered by the
Group, the directors have adopted the following measures with
a view to improve the Group's overall financial and cash flow

positions and to maintain the Group's existence as a going concern:

1. the directors of the Company have implemented measures
to tighten cost controls over various distribution costs and
administrative expenses and to improve the Group’s cash flow

position and operating results.

2. the directors of the Company are considering various
alternatives to enlarge the capital base of the Company in

order to provide additional funding to the Group.

In the opinion of the directors, when the above-mentioned
measures are successfully implemented, the Group will have
sufficient cash resources to satisfy its future working capital and
other financing requirement. Accordingly, the directors are of the
view that it is appropriate to prepare the financial statements on a

going concern basis.

Should the Group be unable to implement the above measures and
fail to continue in business as a going concern, adjustments would
have to be made to restate the value of assets to their immediate
recoverable amounts, to provide for any further liabilities which
might arise, and to reclassify non-current assets and liabilities
as current assets and liabilities respectively. The effect of these
adjustments has not been reflected in the consolidated financial

statements.
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Notes to the Consolidated Financial Statements

4= A

I =

B %5 ¥R MY A

For the year ended 31 December 2010 HEZE_-F—FF+-F=+—HAULFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(“HKFRSs™)

In the current year, the Group has applied the following new and

revised standards, amendments and interpretations (“new and

revised HKFRSs"”) issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA").

HKFRSs (Amendments)

HKFRSs (Amendments)

Hong Kong Accounting

Standards (“HKAS") 27

(Revised)

HKAS 39 (Amendment)

HKFRS 1 (Revised)

HKFRS 1 (Amendment)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HK —Int 5

HK(IFRIC) — Int 17

Amendments to HKFRS 5 as part of
Improvements to HKFRSs 2008

Improvements to HKFRSs 2009

Consolidated and Separate Financial

Statements

Eligible Hedged Items

First-time Adoption of Hong Kong
Financial Reporting Standards
Additional Exemptions for First-time

Adopters
Group Cash-settled Share-based
Payment Transactions

Business Combinations

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

Distributions of Non-cash Assets to

Owners

J& P 37 5] B A

CHE IR

R ([EERBREE

q1)

RAFEE AEECEAUATHEESS
Bhrg ([BREEAE])BMZHRT R
RASETERER] k2R ([H7] REERT
BREMBREER]) -

BAMBREER
(BRTA)

BREMBREER
CHES
BAGHER
(IBEEEA])
F275% (BEFT)
BAGSHERF39%
(BRTA)
BEMBREEAE 1R
(&E7T)
BAMBRELEE IR
CHES
BAMBREEAELN

(BRTA)
BAEMBRE LA E3N
(&E7T)

BE-RRBEST

Bk (ERABRSE
2EZ8¢9)
—2BE175HR

BAMBREEAESH
2B ER=FEN
FRAYBREER
BRI

“EENEEBUER
HER B

FaRBYMERK

AERHHEAR

BREMB AN BRE
3]
BREME 2RISR

SRR EEURD
RERZNRRZ S
EBAEG

MHHRERZ 25— EHA
HRE A &R
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AREBANEFREEE
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For the year ended 31 December 2010 #Z_—ZF—ZFF+ _HA=+—HIFE

HKFRS 3 (Revised 2008) Business Combinations

The Group applies HKFRS 3 (Revised) Business Combinations
prospectively to business combinations for which the acquisition
date is on or after 1 January 2010. The requirements in HKAS 27
(Revised) Consolidated and Separate Financial Statements in relation
to accounting for changes in ownership interest in a subsidiary after
control is obtained and for loss of control of a subsidiary are also

applied prospectively by the Group on or after 1 January 2010.

As there was no transaction during the current year in which
HKFRS 3 (Revised) and HKAS 27 (Revised) are applicable, the
application of HKFRS 3 (Revised) and HKAS 27 (Revised) and the
consequential amendments to other HKFRSs had no effect on the
consolidated financial statements of the Group for the current or

prior accounting periods.

Results, of the Group in future periods, may be affected by future
transactions for which HKFRS 3 (Revised), HKAS 27 (Revised) and

the consequential amendments to the other HKFRSs are applicable.

The application of the other new and revised HKFRSs had no effect
on the consolidated financial statements of the Group for the

current or prior accounting periods.

GUOJIN RESOURCES HOLDINGS LIMITED | Annual Report 2010

BRMBHREEREIN (ZFF
NEREBET) XBE 6

AEEREEBBEMBREEREIR
(RIER]) [¥BAHINKBARR-F
—EFE-A-BHEZBRZEBEH AR
BN _—_ZT—FF - H B ZKRALE
REEETERNE27 (KIEF]) [Hae R
BYVHEHRR] PAEBARNSREEMBER
BIEHIEE RZMBARZHAEER
BE A TEIRE

RAFEE UEBBEWERELERFEIR
(&ER]) RBAB G ERFE 275 (BEFT)
BRZR S BEREBMEHRELERIE3
5 (RIERT) REBEE G ERIE 275 (K4
) REAMEARERE LA ZEEER
HAEEB A BESHR G
BRI EERTE-

REBRAKRAFZ EE A REX T BB
WEERNEIR (KIEFT)  BEGFHERSE
275% (RREFT) REMBABV B RE L Z
HEETERZRARZZMTE -

N

FERE M R] RBIER] BB S £
HAEEBREESHR G
BRI EE -



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2010

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(“ H KFRSS") (continued)

The Group has not early applied the following new and revised

standards, amendments or interpretations that have been issued but

are not yet effective.

HKFRSs (Amendments)

HKFRS 1 (Amendment)

HKFRS 1 (Amendment)

HKFRS 7 (Amendments)

HKFRS 9
HKAS 12 (Amendment)

HKAS 24 (Revised)

Improvements to HKFRSs 2010
except for the amendments to
HKFRS 3 (Revised in 2008),
HKFRS 7, HKAS 1 and HKAS 28!

Limited Exemption from
Comparative HKFRS 7 Disclosures
for First-Time Adopters?

Severe Hyperinflation and Removal
of Fixed Dates for First-time
Adopters®

Disclosures — Transfers of Financial
Assets®

Financial Instruments’

Deferred Tax: Recovery of Underlying
Assets®

Related Party Disclosures*

F& P 3 AT R AR

HE-—E-—FFL-F=1—HLFE

CHE IR

BEEA([BREVBREE

AREBEIW ARG FRAAT 2 EMEHRE
M2 HR] RARIERTER BT R -

BAMBREER
CHEY

BAMBRELENE IR
CHES

BAMBRELENE IR
CHES

BAMBRELEAETH
CHES
BAMBREEAEIN
BB G ERF125%
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i) ERMBRERE
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B VSRR B A G R
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2010 #HZE - ZE—FF+ -—F=+—HIFE

3. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(" HKFRSs ") (continued)

HKAS 32 (Amendment) Classification of Rights Issues?

HK(IFRIC) — Int 14 Prepayments of a Minimum Funding
(Amendment) Requirement*

HK(IFRIC) — Int 19 Extinguishing Financial Liabilities

with Equity Instruments?
1 Effective for annual periods beginning on or after 1 July 2010 or 1
January 2011, as appropriate.
2 Effective for annual periods beginning on or after 1 February
2010.
g Effective for annual periods beginning on or after 1 July 2010.
& Effective for annual periods beginning on or after 1 January 2011.
8 Effective for annual periods beginning on or after 1 July 2011.

& Effective for annual periods beginning on or after 1 January 2012.

Z Effective for annual periods beginning on or after 1 January 2013.

HKFRS 9 Financial Instruments issued in November 2009 and
amended in October 2010 introduces new requirements for the
classification and measurement of financial assets and financial

liabilities and for derecognition.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

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

of subsequent accounting periods.

The most significant effect of HKFRS 9 regarding the
classification and measurement of financial liabilities relates to
the accounting for changes in fair value of a financial liability
(designated as at fair value through profit or loss) attributable
to changes in the credit risk of that liability. Specifically,
under HKFRS 9, for financial liabilities that are designated as
at fair value through profit or loss, the amount of change in
the fair value of the financial liability that is attributable to
changes in the credit risk of that liability is recognised in other
comprehensive income, unless the recognition of the effects
of changes in the liability’s credit risk in other comprehensive
income would create or enlarge an accounting mismatch in
profit or loss. Changes in fair value attributable to a financial
liability’s credit risk are not subsequently reclassified to profit
or loss. Previously, under HKAS 39, the entire amount of the
change in the fair value of the financial liability designated as
at fair value through profit or loss was recognised in profit or

loss.
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For the year ended 31 December 2010 #Z - ZF—ZFF+ _HA=+—HIFE

HKFRS 9 is effective for annual periods beginning on or after 1

January 2013, with earlier application permitted.

The directors anticipate that HKFRS 9 that will be adopted in the
Group's consolidated financial statements for the annual period
beginning 1 January 2013 and that the application of the new
Standard will have a significant impact on amounts reported in
respect of the Groups' financial assets and financial liabilities.
However, it is not practicable to provide a reasonable estimate of

that effect until a detailed review has been completed.

The amendments to HKFRS 7 titled Disclosures — Transfers
of Financial Assets increase the disclosure requirements for
transactions involving transfers of financial assets. These
amendments are intended to provide greater transparency
around risk exposures when a financial asset is transferred but
the transferor retains some level of continuing exposure in the
asset. The amendments also require disclosures where transfers of
financial assets are not evenly distributed throughout the period. To
date, the Group has not entered into transactions involving transfers
of financial assets. However, if the Group enters into any such
transactions in the future, disclosures regarding those transfers may

be affected.

HKAS 24 Related Party Disclosures (as revised in 2009) modifies
the definition of a related party and simplifies disclosures for
government-related entities. The disclosure exemptions introduced
in HKAS 24 (as revised in 2009) do not affect the Group because
the Group is not a government-related entity. However, disclosures
regarding related party transactions and balances in these
consolidated financial statements may be affected when the revised
version of the standard is applied in future accounting periods
because some counterparties that did not previously meet the
definition of a related party may come within the scope of the

standard.
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Notes to the Consolidated Financial Statements

ARE MR ERME

For the year ended 31 December 2010 HE_-F—FFE+-F=+—HAUFE

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

The amendments to HKAS 32 titled Classification of Rights Issues
address the classification of certain rights issues denominated in
a foreign currency as either an equity instrument or as a financial
liability. To date, the Group has not entered into any arrangements
that would fall within the scope of the amendments. However, if
the Group does enter into any rights issues within the scope of
the amendments in future accounting periods, the amendments to
HKAS 32 will have an impact on the classification of those rights

issues.

HK(IFRIC) — Int 19 provides guidance regarding the accounting for
the extinguishment of a financial liability by the issue of equity
instruments. To date, the Group has not entered into transactions
of this nature. However, if the Group does enter into any such
transactions in the future, HK(IFRIC) — Int 19 will affect the
required accounting. In particular, under HK(IFRIC) — Int 19, equity
instruments issued under such arrangements will be measured at
their fair value, and any difference between the carrying amount
of the financial liability extinguished and the fair value of equity

instruments issued will be recognised in profit or loss.

The directors of the Company anticipate that the application of
other new and revise standards, amendments or interpretations will
have no material impact on the results and the financial position of

the Group.
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For the year ended 31 December 2010 #Z - ZF—FF+_HA=+—HIFE

The consolidated financial statements have been prepared on the
historical cost basis, except for leasehold land and buildings and
certain financial instruments, which are measured at revalued
amounts or fair values, as explained in the accounting policies set
out below. Historical cost is generally based on the fair value of the

consideration given in exchange for assets.

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the

Stock Exchange and by the Hong Kong Companies Ordinance.

Basis of consolidation

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

as to obtain benefits from its activities.

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

date of disposal, as appropriate.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Basis of consolidation (continued)

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

used by other members of the Group.

All intra-group transactions, balances, income and expenses are

eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately

from the Group's equity therein.

Allocation of total comprehensive income to non-
controlling interests

Total comprehensive income and expense of a subsidiary is
attributed to the owners of the Company and to the non-controlling
interests even if this results in the non-controlling interests having
a deficit balance. Prior to 1 January 2010, losses applicable to the
non-controlling interests in excess of the non-controlling interests
in the subsidiary’s equity were allocated against the interests of the
Group except to the extent that the non-controlling interests had a
binding obligation and were able to make an additional investment

to cover the losses.

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group'’s ownership interests in existing subsidiaries

on or after 1 January 2010

Changes in the Group’s ownership interests in subsidiaries that
do not result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts of the
Group’s interests and the non-controlling interests are adjusted
to reflect the changes in their relative interests in the subsidiaries.
Any difference between the amount by which the non-controlling
interests are adjusted and the fair value of the consideration paid or
received is recognised directly in equity and attributed to owners of

the Company.
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For the year ended 31 December 2010 #Z - ZF—FF+_HA=+—HIFE

Basis of consolidation (continued)

Changes in the Group’s ownership interests in

existing subsidiaries (continued)

Changes in the Group's ownership interests in existing subsidiaries

on or after 1 January 2010 (continued)

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between (i) the aggregate
of the fair value of the consideration received and the fair value of
any retained interest and (ii) the previous carrying amount of the
assets (including goodwill), and liabilities of the subsidiary and any
non-controlling interests. Where certain assets of the subsidiary
are measured at revalued amounts or fair values and the related
cumulative gain or loss has been recognised in other comprehensive
income and accumulated in equity, the amounts previously
recognised in other comprehensive income and accumulated in
equity are accounted for as if the Company had directly disposed
of the related assets (i.e. reclassified to profit or loss or transferred
directly to accumulated losses). The fair value of any investment
retained in the former subsidiary at the date when control is lost
is regarded as the fair value on initial recognition for subsequent
accounting under HKAS 39 Financial Instruments: Recognition and
Measurement or, when applicable, the cost on initial recognition of

an investment in an associate or a jointly controlled entity.

Changes in the Group's ownership interests in existing subsidiaries

prior to 1 January 2010

Increases in interests in existing subsidiaries were treated in the
same manner as the acquisition of subsidiaries, with goodwill
or a bargain purchase gain being recognised where appropriate.
For decreases in interests in subsidiaries, regardless of whether
the disposals would result in the Group losing control over the
subsidiaries, the difference between the consideration received and
the adjustment to the non-controlling interests was recognised in

profit or loss.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Goodwill

Goodwill arising on an acquisition of a business is carried at cost
less any accumulated impairment loss and is presented separately in

the consolidated statement of financial position.

For the purpose of impairment testing, goodwill arising from an
acquisition is allocated to each of the Group’s cash-generating
units, or groups of cash-generating units, that is expected to benefit

from the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is
tested for impairment annually, or more frequently when there is
indication that the unit may be impaired. If the recoverable amount
of the cash-generating unit is less than its carrying amount, the
impairment loss is allocated to reduce the carrying amount of any
goodwill allocated to the unit first and then to the other assets
of the unit on a pro-rata basis based on the carrying amount
of each asset in the unit. Any impairment loss for goodwill is
recognised directly in profit or loss on the consolidated statement
of comprehensive income. Any impairment loss recognised for

goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill capitalised is included in the determination of

the amount of profit or loss on disposal.

Revenue recognition

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

taxes.

Revenue from sales of goods is recognised when the goods are

delivered and title has passed.
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For the year ended 31 December 2010 #Z - ZF—FF+_HA=+—HIFE

Revenue recognition (continued)

Interest income from a financial asset is accrued on a time basis,
by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount on initial

recognition.

Property, plant and equipment

Property, plant and equipment other than leasehold land and
buildings are stated at cost less subsequent accumulated

depreciation and subsequent accumulated impairment losses.

Leasehold land and buildings held for use in the production or
supply of goods or services, or for administrative purpose, are stated
in the consolidated statement of financial position at their revalued
amounts, being their fair values at the date of the revaluation less
any subsequent accumulated depreciation and any subsequent
accumulated impairment losses. Revaluations are performed with
sufficient regularity such that the carrying amount does not differ
materially from that which would be determined using fair value at

the end of the reporting period.

Any revaluation increase arising on revaluation of leasehold land
and buildings is recognised in other comprehensive income and
accumulated in properties revaluation reserve, except to the extent
that it reverses a revaluation decrease of the same asset previously
recognised in profit or loss, in which case the increase is credited
to profit or loss to the extent of the decrease previously charged. A
decrease in net carrying amount arising on revaluation of an asset is
recognised in profit or loss to the extent that it exceeds the balance,
if any, on the properties revaluation reserve relating to a previous
revaluation of that asset. On the subsequent sale or retirement of a
revalued asset, the attributable revaluation surplus is transferred to

retained profits.

Depreciation on revalued building is recognised in profit or loss.
On the subsequent sale or retirement of a revalued property,
the attributable revaluation surplus remaining in the properties

revaluation reserve is transferred directly to the accumulated losses.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Property, plant and equipment (continued)

Depreciation is provided to write off the cost of items of property,
plant and equipment other than revalued building over their
estimated useful lives and after taking into account of their

estimated residual value, using the straight-line method.

Assets held for finance leases are depreciated over their expected
useful lives on the same basis as owned assets or, where shorter, the

term of the relevant lease.

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

derecognised.

Leasing

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

the lessee. All other leases are classified as operating leases.

The Group as lessee

Assets held under finance leases are recognised as assets of the
Group at their fair value at the inception of the lease or, at the
present value of the minimum lease payments. The corresponding
liability to the lessor is included in the consolidated statement of
financial position as a finance lease obligation. Lease payments
are apportioned between finance charges and reduction of the
lease obligation so as to achieve a constant rate of interest on
the remaining balance of the liability. Finance charges are charged

directly to profit or loss.

Operating lease payments are recognised as an expense on a
straight-line basis over the term of the relevant lease. Benefits
received and receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental expense over the lease

term on a straight-line basis.
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For the year ended 31 December 2010 #Z - ZF—FF+_HA=+—HIFE

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in the respective functional
currency (i.e. the currency of the primary economic environment
in which the entity operates) at the rates of exchanges prevailing
on the dates of the transactions. At the end of each reporting
period, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Non-monetary items
carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when the fair value
was determined. Non-monetary items that are measured in terms of

historical cost in a foreign currency are not retranslated.

Exchange differences on monetary items are recognised in profit or

loss in the period in which they arise except for:

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

borrowings;

e exchange differences on transactions entered into in order
to hedge certain foreign currency risks (see the accounting

policies below); and

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

equity to profit or loss on repayment of the monetary items.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Foreign currencies (continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. HK$) at the rate of exchange prevailing at the end of
reporting period, and their income and expenses are translated
at the average exchange rates for the year, unless exchange rates
fluctuate significantly during the year, in which case, the exchange

rates prevailing at the dates of transactions are used.

Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity (the translation

reserve).

From 1 January 2010 onwards, on the disposal of the Group’s
entire interest in a foreign operation or a disposal involving loss
of control over a subsidiary that includes a foreign operation, all
of the exchange differences accumulated in equity in respect of
that operation attributable to the owners of the Company are

reclassified to profit or loss.

Borrowing costs

All borrowing costs are recognised in profit or loss in the period in

which they are incurred.

Retirement benefit costs

Payments to state-managed retirement benefit schemes/the
Mandatory Provident Fund Scheme are charged as an expense
when employees have rendered service entitling them to the

contributions.
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For the year ended 31 December 2010 #Z - ZF—ZFF+_HA=+—HIFE

Taxation

Income tax expense represents the sum of the tax currently payable

and deferred tax.

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

reporting period.

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

nor the accounting profit.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Taxation (continued)

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all

or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply in the period in which the liability is settled or
the asset is realised, based on tax rate (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period.
The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which the
Group expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities. Deferred tax
is recognised in to profit or loss, except when it relates to items
that are recognised in other comprehensive income or directly in
equity, in which case the deferred tax is also recognised in other

comprehensive income or directly in equity respectively.

Intangible assets
Intangible assets acquired separately

Intangible assets acquired separately and with finite useful lives are
carried at costs less accumulated amortisation and any accumulated
impairment loss (see the accounting policy in respect of impairment
losses on tangible and intangible assets other than goodwill
below). Amortisation for intangible assets with finite useful lives is
provided on a straight-line basis over their estimated useful lives.
The estimated useful life and amortisation method are reviewed at
the end of the reporting period, with the effect of any changes in

estimate being accounted for on a prospective basis.
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For the year ended 31 December 2010 #Z - ZF—ZFF+_HA=+—HIFE

Intangible assets (continued)
Development expenditure

An internally-generated intangible asset arising from development
is recognised if, and only if, all of the followings have been

demonstrated:

e the technical feasibility of completing the intangible asset so

that it will be available for use or sale;

e the intention to complete the intangible asset and use or sell

it;
e the ability to use or sell the intangible asset;

e how the intangible asset will generate probable future

economic benefits;

. the availability of adequate technical, financial and other
resources to complete the development and to use or sell the

intangible asset; and

e the ability to measure reliably the expenditure attributable to

the intangible asset during its development.

The amount initially recognised for internally-generated intangible
asset is the sum of the expenditure incurred from the date when
the intangible asset first meets the recognition criteria listed above.
Where no internally-generated intangible asset can be recognised,
development expenditure is charged to profit or loss in the period in

which it is incurred.

Subsequent to initial recognition, internally-generated intangible
asset is measured at cost less accumulated amortisation and
accumulated impairment losses, if any, on the same basis as

intangible assets acquired separately.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Intangible assets (continued)
Derecognition of intangible assets

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

period when the asset is derecognised.

Inventories

Inventories are stated at the lower of cost and net realisable value.

Cost is calculated using the weight average method.

Cash and cash equivalents

Bank balances and cash in the consolidated statement of financial
position comprise cash at banks and on hand and short-term
deposits with a maturity of three months or less. For the purpose of
the consolidated statement of cash flows, cash and cash equivalents
consist of cash and short-term deposits as defined above, net of

outstanding bank overdrafts.

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities are
added to or deducted from the fair value of the financial assets, as

appropriate, on initial recognition.
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Financial instruments (continued)

(i) Financial assets

The Group's financial assets are classified into loans and
receivables. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the
time frame established by regulation or convention in the

marketplace.

Effective interest method

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

net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for

debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition, loans
and receivables (including trade and other receivables,
consideration receivable for the disposal of subsidiaries and
bank balances and cash) are carried at amortised cost using
the effective interest method, less any identified impairment
loss (see accounting policy on impairment of financial assets

below).
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

BMBEITR (&)
BEEE (&)

Financial instruments (continued)

(i) Financial assets (continued) (i)

Loans and receivables (continued)

Interest income is recognised by applying the effective interest
rate, except for short-term receivables when the recognition of

interest would be immaterial.

Impairment loss of financial assets

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

assets have been affected.

For all financial assets, objective evidence of impairment could

include:

e significant financial difficulty of the issuer or

counterparty; or

. breach of contract, such as default or delinquency in

interest or principal payments; or

e it becoming probable that the borrower will enter into

bankruptcy or financial re-organisation; or

e the disappearance of an active market for that financial

asset because of financial difficulties.
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For the year ended 31 December 2010 #Z - ZF—ZFF+_HA=+—HIFE

Financial instruments (continued)

(i) Financial assets (continued)

Impairment loss of financial assets (continued)

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are subsequently assessed for impairment on
a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the number
of delayed payments in the portfolio past the average credit
period of 30 to 120 days, observable changes in national
or local economic conditions that correlate with default on

receivables.

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

effective interest rate.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade and other receivables, where the carrying
amount is reduced through the use of an allowance account.
Changes in the carrying amount of the allowance account
are recognised in profit or loss. When a trade and other
receivable are considered uncollectible, it is written off against
the allowance account. Subsequent recoveries of amounts

previously written off are credited to profit or loss.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Financial instruments (continued)

()

(ii)

Financial assets (continued)
Impairment loss of financial assets (continued)

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

not been recognised.

Financial liabilities and equity instruments

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

financial liability and an equity instrument.

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

classified into other financial liabilities.
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Financial instruments (continued)

(ii) Financial liabilities and equity instruments

(continued)
Effective interest method

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

appropriate, a shorter period.

Interest expense is recognised on an effective interest basis.

Other financial liabilities

Other financial liabilities (including trade and other payables,
bank and other borrowings, notes payable, obligations under
finance leases and liability component of convertible bonds)
are subsequently measured at amortised cost, using the

effective interest method.

Convertible bonds contains liability and equity components

Convertible bonds issued by the Group that contains both
the liability and conversion option components are classified
separately into respective items on initial recognition.
Conversion option that will be settled by the exchange of a
fixed amount of cash or another financial asset for a fixed
number of the Company’s own equity instruments is classified

as an equity instrument.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

BETR &)
(i) BBEERKEITA &)

Financial instruments (continued)

(ii) Financial liabilities and equity instruments

(continued)

Convertible bonds contains liability and equity components

(continued)

On initial recognition, the fair value of the liability component
is determined using the prevailing market interest of similar
non-convertible debts. The difference between the gross
proceeds of the issue of the convertible bonds and the fair
value assigned to the liability component, representing the
conversion option for the holder to convert the loan notes into

equity, is included in equity (convertible bonds reserve).

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

the option.

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

effective interest method.
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For the year ended 31 December 2010 #Z - ZF—ZFF+_HA=+—HIFE

Financial instruments (continued)

(ii) Financial liabilities and equity instruments

(continued)

Convertible bonds contains liability component, conversion

option derivative and early redemption option derivatives

Convertible bonds issued by the Group that contains liability,
embedded derivatives (conversion option and early redemption
options which are not closely related to the host liability
component) are classified separately into respective items on
initial recognition. Conversion option will be settled other than
by the exchange of a fixed amount of cash or another financial
asset for a fixed number of an entity’s own equity instruments
is a conversion option derivative. On initial recognition, the
liability component and embedded derivatives are measured at

fair value.

In subsequent periods, the liability component of the
convertible bonds is carried at amortised cost using the
effective interest method. The embedded derivatives are
measured at fair value with changes in fair value recognised in

profit or loss.

Transaction costs that relate to the issue of the convertible
bonds are allocated to the liability and embedded derivatives
in proportion to their relative fair values. Transaction costs
relating to the embedded derivatives are charged to profit
or loss immediately. Transaction costs relating to the liability
component are included in the carrying amount of the liability
portion and amortised over the period of the convertible bonds

using the effective interest method.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

BETR &)
(i) BBEERKEITA &)

Financial instruments (continued)

(ii) Financial liabilities and equity instruments

(continued)
Equity instruments

Equity instruments issued by the Company are recorded at the

proceeds received, net of direct issue costs.

Embedded derivatives

Derivatives embedded in non-derivative host contracts
are treated as separate derivatives when their risks and
characteristics are not closely related to those of the host
contracts and the host contracts are not measured at fair value

with changes in fair value recognised in profit or loss.

(iii) Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the financial assets are
transferred and the Group has transferred substantially all
the risks and rewards of ownership of the financial assets. If
the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the
transferred asset, the Group recognises its retained interest in
the asset and an associated liability for amounts it may have to
pay. If the Group retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises
a collateralised borrowing for the proceeds received. On
derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative
gain or loss that had been recognised in other comprehensive

income is recognised in profit or loss.
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Financial instruments (continued)

(iii) Derecognition (continued)

On derecognition of a financial asset other than in its entirety
(e.g. when the Group retains an option to repurchase part
of a transferred asset or retains a residual interest that does
not result in the retention of substantially all the risks and
rewards of ownership and the Group retains control), the
Group allocates the previous carrying amount of the financial
asset between the part it continues to recognise under
continuing involvement, and the part it no longer recognises
on the basis of the relative fair values of those parts on the
date of the transfer. The difference between the carrying
amount allocated to the part that is no longer recognised and
the sum of the consideration received for the part no longer
recognised and any cumulative gain or loss allocated to it
that had been recognised in other comprehensive income is
recognised in profit or loss. A cumulative gain or loss that had
been recognised in other comprehensive income is allocated
between the part that continues to be recognised and the part
that is no longer recognised on the basis of the relative fair

values of those parts.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and

payable is recognised in profit or loss.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Share-based payments transactions

Share options granted to employees by the Company
to employees of the Group in an equity-settled
share-based payment arrangement

The fair value of services received determined by reference to the
fair value of share options granted at the grant date is expensed
on a straight-line basis over the vesting period/recognised as an
expense in full at the grant date when the share options granted
vest immediately, with a corresponding increase in equity (capital

reserve).

At the end of the reporting period, the Group revises its estimates
of the number of options that are expected to ultimately vest. The
impact of the revision of the estimates during the vesting period, if
any, is recognised in profit or loss such that the cumulative expense
reflects the revised estimates, with a corresponding adjustment to

capital reserve.

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

accumulated losses.

Impairment losses on tangible and intangible
assets other than goodwill (see the accounting
policy in respect of goodwill)

At the end of the reporting period, the Group reviews the carrying
amounts of its tangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss, if

any.
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For the year ended 31 December 2010 #Z - ZF—ZFF+_HA=+—HIFE

Impairment losses on tangible and intangible
assets other than goodwill (see the accounting
policy in respect of goodwill) (continued)

Where it is not possible to estimate the recoverable amount of
an individual asset, the Group estimates the recoverable amount
of the cash-generating unit to which the asset belongs. Where
a reasonable and consistent basis of allocation can be identified,
corporate assets are also allocated to individual cash-generating
units, or otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent allocation

basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and
value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of
money and the risks specific to the asset for which the estimates of

future cash flows have not been adjusted.

If the recoverable amount of an asset (or 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 in profit or loss.

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

loss.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

In the application of the Group's accounting policies which are
described in note 4, the directors of the Company are required
to make estimates and assumptions about the carrying amounts
of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be

relevant. Actual results may differ from these estimates.

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

revision affects both current and future periods.

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

the next financial year.

Estimated impairment of property, plant and
equipment and intangible assets

Determining whether property, plant and equipment and intangible
assets are impaired requires an estimation of the value in use of the
cash-generating units to which property, plant and equipment and
intangible assets have been allocated. The value in use calculation
requires the Group to estimate the future cash flows expected to
arise from the cash-generating unit and a suitable discount rate
in order to calculate the present value. Where the actual future
cash flows are less than expected, a material impairment loss may
arise. During the year ended 31 December 2010, impairment loss
of approximately HK$26,193,000 and HK$30,471,000 (2009:
HK$16,428,000 and HK$36,125,000) in respect of properties,
plant and equipment and intangible assets have been provided
respectively. As at 31 December 2010, the carrying amount
of property, plant and equipment and intangible assets are
HK$23,395,000 and HK$8,915,000 (2009: HK$71,726,000 and
HK$50,346,000) respectively.
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Estimated useful lives of intangible assets and
property, plant and equipment

The management of the Group determines the estimated useful
lives and consequently the related amortisation/depreciation charges
for its intangible assets and property, plant and equipment. These
estimates are based on the historical experience of the actual
useful lives of intangible assets and property, plant and equipment.
Management will increase the amortisation/depreciation charges
when useful lives are less than previously estimated lives, it will
write off or write down technically obsolete or non-strategic assets
that have been abandoned or sold. Actual economic lives may differ
from estimated useful lives. Periodic review may result in a change
in useful lives and therefore the amortisation/depreciation expenses

in future years.

Impairment of trade and other receivables

The policy for impairment of trade and other receivables of the
Group is based on the evaluation of collectability and ageing
analysis of the trade and other receivables and on management'’s
estimation. A considerable amount of estimation is required
in assessing the ultimate realisation of these trade and other
receivables, including the current creditworthiness and the past
collection history of each customer. If the financial conditions of
customers of the Group were to deteriorate, resulting in impairment
of their ability to make payments, additional impairment may be
required. During the year ended 31 December 2010, impairment
loss and write off of approximately HK$18,665,000 (2009:
HK$10,457,000) has been provided. As at 31 December 2010,
the carrying amount of trade receivable is HK$12,585,000 (net of
allowance for impairment loss of trade receivable of HK$16,461,000
(2009: carrying amount of HK$54,144,000, net of allowance for
impairment loss of trade receivable of HK$9,896,000).
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Impairment of refundable deposit paid for
acquisition of mining rights

The policy for impairment on refundable deposit of the Group is
based on the evaluation of collectability on management'’s estimate.
In determining whether impairment is required, the management
of the Group takes into consideration the likelihood of collection.
Specific allowance is only made for receivables that are uncertain or
unlikely to be collected and is recognised on the difference between
the estimated future cash flows expected to receive and the carrying

value.

If the vendor agrees to repay the outstanding debts, the impairment
of refundable deposit previously charged to the consolidated
statement of comprehensive income will be reversed in the
following period based on the cash eventually received from the

vendor.

During the year ended 31 December 2010, impairment loss
of approximately HK$15,600,000 has been provided. As at 31
December 2010, the carrying amount of refundable deposit is
HK$23,400,000 (net of impairment loss of refundable deposit of
HK$15,600,000).
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Impairment of inventories

The management of the Group reviews the inventory ageing
analysis at the end of each reporting period, and identifies the
slow-moving inventory items that are no longer suitable for use in
production. The management estimates the net realisable value for
such inventories based primarily on the latest invoice prices and
current market conditions. In addition, the Group carries out an
inventory review on a product-by-product basis at the end of each
reporting period and makes allowance for obsolete items. During
the year ended 31 December 2010, impairment loss and write
off of approximately HK$66,490,000 (2009: HK$82,087,000) has
been provided. As at 31 December 2010, the carrying amount of

inventory is HK$29,007,000 (2009: HK$150,439,000).

Income taxes

As at 31 December 2010, a deferred tax asset of HK$1,162,000
(2009: HK$1,131,000) in relation to unused tax losses has been
recognised in the Group's consolidated statement of financial
position. No deferred tax asset has been recognised on the tax
losses of HK$312,664,000 (2009: HK$162,255,000) due to the
unpredictability of future profit streams. The realisability of the
deferred tax asset mainly depends on whether sufficient future
profits or taxable temporary differences will be available in the
future. In case where the actual future profits generated are less
than expected, a material reversal of deferred tax assets may aris,
which would be recognised in profit or loss for the period in which

a reversal takes place.
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Fair value of embedded conversion option and
early redemption option of a convertible bond

The directors of the Company use their judgment in selecting an
appropriate valuation technique to determine fair value of the
embedded conversion option and early redemption option of
the convertible bond which are not quoted in an active market.
Valuation techniques commonly used by market practitioners are
applied. The fair values of these derivative financial instruments are
reassessed at the end of each reporting period with movement to
the consolidated statement of comprehensive income. In estimating
the fair values of these derivative financial instruments, the Group
uses independent valuations which are based on various inputs
and estimates with reference to quoted market rates and adjusted
for specific features of the instrument. If the inputs and estimates
applied in the model are different, the carrying amounts of these
derivative financial instruments will change. The carrying value of
the embedded conversion option and early redemption option of
a convertible bond at 31 December 2010 were nil (2009: nil and

HK$12,457,000) respectively.

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

from prior year.

The capital structure of the Group consists of debt, which includes
the bank and other borrowings, notes payable, obligations under
finance leases and convertible bonds disclosed in notes 25, 26,
27 and 30 respectively, cash and cash equivalents and equity
attributable to owners of the Company, comprising issued share

capital and reserves.
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

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

redemption of existing debt.

(a) Categories of financial instruments

ARREZERBRABEARB -E/RT
Z—WD ARREFTEBEAZRAR
BERRNEAEBE R - RIEARBES
ZHEBER AKERBRBIRMNEKE FK
BT RBTHEBRERREERAFE
HERBEARRE-

(a) BT AEHI

2010 2009
HK$'000 HK$'000
—s-%% —TENE
FTHET FHET
Financial assets MBEE
Financial asset at fair value through BRBEEALBEINEZ
profit or loss WIBEE
Early redemption option of a AIMRESFCIEFER#
convertible bond - 12,457
Loan and receivables (including cash B3 K W FRIA
and cash equivalents) (BERSRESSED)
Trade and other receivables B 5 K H th fE WskIE 16,931 59,579
Refundable deposit paid for B XM NIEERERE 2 AR B iR $
acquisition of mining rights 23,400 -
Consideration receivable HEMRB ARz ERRE
for disposal of subsidiaries - 20,000
Bank balances and cash IRITHEAR NI ® 37,897 17,835
Financial liabilities B aE
Financial liabilities at amortised cost REBHKATHE M B BE
Trade and other payables B 5 R E A ENFRIA 66,897 79,323
Bank and other borrowings RITREMEE 10,898 34,629
Convertible bonds A #R AR (& 55 181,208 229,103
Notes payable EREE - 36,617
Obligations under finance leases BB R A A E 1,412 7,751
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(b) BB EBEEBFERBE

(b) Financial risk management objectives and

policies

The Group’s major financial instruments include derivative
financial instrument, trade and other receivables, consideration
receivable for disposal of subsidiaries, bank balances and cash,
trade and other payables, bank and other borrowings, notes
payable, obligations under finance leases and convertible
bonds. Details of these financial instruments are disclosed
in respective notes. The risks associated with these financial
instruments and the policies on how to mitigate these risks are
set out below. The management manages and monitors these
exposures to ensure appropriate measures are implemented on

a timely and effective manner.

i.  Foreign currency risk

Several subsidiaries of the Company have foreign currency
sales and purchases, which expose the Group to foreign
currency risk. Approximately 84% (2009: 95%) of the
Group's sales are denominated in currencies other than
the functional currency of the group entity making
the sale, whilst almost 52% (2009: 89%) of costs are

denominated in the group entity’s functional currency.
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(b) MEEMEREBFEREXK

(b) Financial risk management objectives and

94

policies (continued) (#%&)
i.  Foreign currency risk (continued) i. SEmEEE(E)
The carrying amounts of the Group's foreign currency RIkE B - AEEASNE S E
denominated monetary assets and monetary liabilities at MNEKEEREBGEZREE
the reporting date are as follows: W
The Group
2010 2009
us$ RMB uss RMB
'000 000 '000 '000
rEE
—g-%% —zEhE
EYH ARM e AR
o Fr T FT
Trade and other B 5 K H Ath UK IE
receivables 1,655 1,925 6,085 530
Refundable deposit BTk ERERE
paid for acquisition AR EE
of mining rights 3,000 - - -
Cash and cash RekReEEY
equivalents 1,694 1,072 96 1,405
Trade and other B 5 & H e 58
payables (1,515) (8,978) (2,747) (2,466)
Bank and other RITRHEMEE
borrowings (495) (1,500) (175) -
Net exposure arising ERREERBE
from recognised FrE£ 2 Rk 58
assets and liabilities 4,339 (7,481) 3,259 (531)
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(b) Financial risk management objectives and
policies (continued)

i.

Foreign currency risk (continued)
Sensitivity analysis

The Group is mainly exposed to the exchange rate risk
on HK$ against US$ and RMB for the foreign currency

denominated monetary assets and monetary liabilities.

The sensitivity analysis includes outstanding foreign
currency denominated monetary items and adjusts their
translation at year end for a 5% change in foreign
currency rates. A positive number indicates an increase
in loss for the year ended 31 December 2010 and 2009
where HK$ weaken 5% against RMB and US$. For a 5%
strengthening of HK$ against RMB and US$, there would
be an equal and opposite impact in the loss for the year
ended 31 December 2010 and 2009 and the balances

below would be negative.

(b) BB EBEEBFERBE

(#%)
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The Group
2010 2009

losses losses
HK$°000 HK$'000
AEH
—E-EF —ZTTNF
HBRBAEEBE HRTEER
kR EEA K 25t &S
WEE CopZ
THERT FHET
RMB AR 438 30
us$ ETT (1,692) (1,263)

Effect on loss
after tax and

accumulated

Effect on loss
after tax and

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

il.

Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to certain bank deposits, liabilities portion arising
from convertible bonds, notes payable, obligations under
finance leases and interest-bearing borrowings at fixed

rates.

The Group is also exposed to cash flow interest rate risk
in relation to certain bank balances and interest-bearing
borrowings at variable-interest rate, The Group has not
used any derivative contracts to hedge its exposure to
interest rate risk. The Group has not formulated a policy

to manage the interest rate risk.

The Group's exposures to interest rates on financial assets
and financial liabilities are detailed in the liquidity risk

management section of this note.

Sensitivity analysis

If the interest rates had been increased/decreased by 50
basis points (2009: 50 basis points) at the beginning of
the year and all other variables were held constant, the
Group's loss after tax and accumulated losses would
increase/decrease by approximately HK$49,000 (2009:
HK$163,000). The assumed changes have no impact on
the Group's other components of equity. This is mainly
attributable to the Group's exposure with respect to
interest rate on its variable-interest rate bank deposits

and other borrowings.
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(b) Financial risk management objectives and
policies (continued)

il.

iil.

Interest rate risk (continued)
Sensitivity analysis (continued)

The 50 basis point increase or decrease represents
management’s assessment of a reasonably possible
change in interest rates over the period until the next

annual reporting date.

Credit risk

The Group’s maximum exposure to credit risk in the event
of the counterparties’ failure to perform their obligations
at 31 December 2010 and 2009 in relation to each class
of recognised financial assets is the carrying amount of
those assets as stated in the consolidated statement of

financial position.

In respect of trade and bill receivables, individual credit
evaluations are performed on all customers requiring
credit over a certain amount. These evaluations focus on
the customers’ past history of making payments when
due and current liability to pay, and take into account
information specific to the customer as well as pertaining
to the economic environment in which the customers
operate. Trade and bill receivables are due within 30 to
120 days from the date of billing. Normally, the Group

does not obtain collateral from customers.

(b) BB EBEEBFERBE
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

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

iil.

Credit risk (continued)

The Group's exposure to credit risk is influenced mainly
by the individual characteristics of each customer rather
than the industry or country in which the customers
operate and therefore significant considerations of
credit risk primarily arise when the Group has significant

exposure to individual customers.

The Group has concentration of credit risk as 67% (2009:
35%) and 84% (2009: 75%) of the total trade and other
receivables was due from the Group’s largest customer

and the five largest customers respectively.

The Group's concentration of credit risk by geographical
locations is mainly in Europe, which accounted for 39%
of the total trade receivable as at 31 December 2010.
The Group's concentration of credit risk by geographical
locations is mainly in Hong Kong, which accounted for
53% of the total trade receivable as at 31 December

2009.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings assigned

by international credit-rating agencies.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

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

iv.

Price risk

The Group was exposed to equity price risk arising from
the conversion option components and early redemption
option of a convertible bond. The fair values of the
conversion option component and early redemption
option were calculated using the Trinomial Option Pricing
Model. Details of these derivative financial instruments

are set out in note 30.

Sensitivity analysis

If the input of share price to the valuation model of the
conversion option components and early redemption
option of the convertible bonds had been 5% higher
while all other variables were held constant, the loss for
the year would remain unchanged (2009: decreased by

HK$2,640,000).

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to
finance the Group’s operations and mitigate the effects
of fluctuations in cash flows. The management also
monitors the utilisation of borrowings and ensures

compliance with loan covenants.

(b) BB EBEEBFERBE
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

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

V.

Liquidity risk (continued)

As at 31 December 2009, the Group has available
unutilised short-term bank loan facilities and overdraft
of approximately HK$195,195,000 and HK$1,924,000,
respectively. During the year ended 31 December 2010,

all banking facilities are expired.

The following table details the Group’s remaining
contractual maturities for its non-derivative financial
liabilities based on the agreed repayment terms. The table
has been drawn up based on the undiscounted cash flows
of financial liabilities based on the earliest date on which
the Group can be required to pay. The table includes
both interest and principal cash flows. To the extent that
interest flows are floating rate, the undiscounted amount
is derived from interest rate curve at the end of the

reporting period.

The maturity analysis for other non-derivative financial
liabilities is prepared based on the scheduled repayment

dates.

The table includes both interest and principal cash flows.
To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate curve

at the end of the reporting period.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

(b) Financial risk management objectives and (b) MEREREEEERBE
policies (continued) (#&)
v. Liquidity risk (continued) v. mEELREE (&)
As at 31 December 2010 R=ZB-—ZFF+=-H=+—H
More than More than

Within 1 year 2 years but Total
1 year or less than less than More than undiscounted Carrying
on demand 2 years 5 years 5 years cash flows amount
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

1FRH BE1F Bi@2F AFRRE
RER PR2F BHRSE BABSEF REAR REE
TR TR TEx TEx TEx TR
Trade and other payables BH5REMERNFE 66,897 - - - 66,897 66,897
Bank and other borrowings TR EMEE 11,555 - - - 11,555 10,898
Convertible bonds R ES 21,240 187,738 - - 208,978 181,208

Obligations under finance MERORE
leases 1,384 191 - - 1,575 1,412
101,076 187,929 - - 289,005 260,415
As at 31 December 2009 RZZEZNF+-A=+—8
More than More than

Within 1 year 2 years but Total
1 year or less than less than More than  undiscounted Carrying
on demand 2 years 5 years 5 years cash flows amount
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

(3 HBiAF B2 AREE
REX K BHR5E EbERES mERRE HREE
TET TET TAT TAET TAT TAT
Trade and other payables B5REMEMFHE 79,323 - - - 79,323 79,323
Bank and other borrowings TR EMEE 28,386 1,111 3,442 3,356 36,295 34,629
Convertible bonds AR ES 10,502 86,240 208,978 - 305,720 229,103
Notes payable BHER 38,957 - - - 38,957 36,617

Obligations under finance BERLNAE

leases 7,129 1,264 - - 8,393 7,751
164,297 88,615 212,420 3,356 468,688 387,423
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

(c) Fair value

The fair value of financial assets and financial liabilities are

determined as follows:

The fair value of other financial assets and liabilities (excluding
derivative instruments) is determined in accordance with
generally accepted pricing models based on discounted cash

flow analysis; and

The fair value of derivative instruments is calculated using
quoted prices. Where such prices are not available, a
discounted cash flow analysis is performed using the applicable
yield curve for the duration of the instruments for non-optional

derivatives, and option pricing models for optional derivatives.

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities recorded
at amortised cost in the consolidated financial statements

approximate their fair values.

Fair value measurements recognised in the

consolidated statement of financial position

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based on

the degree to which the fair value is observable.

. Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical

assets or liabilities.

o Level 2 fair value measurements are those derived from
inputs other than quoted prices included within Level 1
that are observable for the asset or liability, either directly

(i.e. as prices) or indirectly (i.e. derived from prices).
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

(c) Fair value (continued)

Fair value measurements recognised in the
consolidated statement of financial position
(continued)

o Level 3 fair value measurements are those derived from
valuation techniques that include inputs for the asset or
liability that are not based on observable market data
(unobservable inputs).

Financial instruments BMEITA

Embedded conversion option of Al AR E 5 A B iR
a convertible bond

Early redemption option of AMRES ZIRE BB #E

a convertible bond

There were no transfer between Level 1 and 2 during both

years.

The Group's operating segments based on information reported
to the chief operating decision maker, being the key management
of the Company, for the purpose of resource allocation and
performance assessment are as follows:

(1) remanufacture and sale of computer printing and imaging
products;

(2) manufacture and sale of data media products;
(3) distribution of data media products; and
(4) trading and mining of mineral resources.

Segment revenue and results

Turnover, which is also revenue, represents the sales value of goods
supplied to customers, after trade discount and sales related taxes.
The following is an analysis of the Group’s revenue and results,
assets and liabilities by reportable segment.

() 2EE

REEHBRIERAERZ AL
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o BZHRAREBEEIFALIE
REBEABRDSHE (BEABEER
BHEB) CEERABZMGE

FEEH o
2010 2009
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Level 2 Level 2
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BoR R
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For the year ended 31 December 2010 #HZE - ZE—FF+ -—F=+—HIFE

8. TURNOVER AND SEGMENT INFORMATION 8. EXHRTHEER &)
(continued)
Segment revenue and results (continued) THENBRESE &)
For the year ended 31 December 2010 BE-Z-ZEf+-A=+—HLEE
Remanufacture
and sale of
computer  Manufacture Trading and
printing and and sale of Distribution of mining of
imaging data media data media mineral  Inter-segment
products products products resources elimination  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
BREER EER
HEERTY HERHE 28 BREE
R¥BER UBEEER BEREER R AEEHH g8
FhT Thn Thn Fhx FHx Fhx
Revenue ¢
External sales SNEPEE 73,739 67,880 12,303 16,003 - 169,925
Inter-segment revenue (note) AERNKE (M) 8,855 468 - - (9323) -
82,594 68,348 12,303 16,003 (9,323) 169,925
Segment (loss) profit A8 (BR)EH (197,257) 1,94 (611) (32,699) - (228,626)
Unallocated operating income RAREERA 321
Unallocated operating expenses RARBERR (93,569)
Change in fair value of derivative and embedded ~ $T4ATAR MR ES 2 HAR
derivative components of TEBP 2 AREEER
a convertible bond (12,457)
Share-based payment expenses PARRAD BER 2 HRE X (21,483)
Finance costs BHER (30,813)
Loss before taxation BREAIER (386,627)
Income tax credit FrEEe 2,716
Loss for the year FEER (383,911)
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ARE MR RM

For the year ended 31 December 2010 HEF-E—FF+-HF=+—HULFEF

TURNOVER AND SEGMENT INFORMATION 8. EXHEEKDEER/

(continued)
Segment revenue and results (continued) THENBRESE &)
For the year ended 31 December 2009 HE-_TThNhF+_A=+—HILEFE
Remanufacture
and sale of
computer Manufacture
printing and and sale of Distribution of
imaging data media data media Inter-segment
products products products elimination Consolidated
HK$'000 HK$000 HK$'000 HK$000 HK$'000
RREER
HEBRITE RERHEE X
RYBER UEREER UBREED PERHE )
THL FHL T FHL T
Revenue Yoz
External sales INEBEHE 148,080 50,255 23,059 = 221,394
Inter-segment revenue (note) PR (FF) 34,140 - - (34,140) =
182,220 50,255 23,059 (34,140) 221,394
Segment (loss) profit A8 (ER) & (147,829) 3,398 732 = (143,699)
Unallocated operating income APELEWA 190
Unallocated operating expenses RORBERZ (89,948)
Change in fair value of derivative and ~ fTAE T AR ATRRESRZ
embedded derivative components of  FARFTEZ D Z
a convertible bond AREEEE 12,457
Loss on disposal of subsidiaries HENBAR BB (17,674)
Finance costs HBER (37,430)
Loss before taxation BERIER (276,104)
Income tax expense FEREX (1,933)
Loss for the year FEBB (278,037)
Note: Inter-segment sales are charged at prevailing market prices. MisE: D EMEERBATMISERTHE -
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Segment revenue and results (continued) TEWRERES (&
Remanufacture
and sale of
computer  Manufacture Trading and
printing and and sale of Distribution of mining of
imaging data media data media mineral  Inter-segment
products products products resources elimination  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BREER EER
HEEKITD HERHE 2% HRBE
R¥BER UBEEER BEEEER &R FEEHH &8
FHL FHIL THR T T FHT
Segment assets and liabilities PEEERER
As at 31 December 2010 R-B-ZF
+=H=+-H
Assets BE
Segment assets NBREE 57,078 17,243 2,688 25,863 - 102872
Unallocated corporate assets AOBREEEE 38,684
Total assets BEE 141,556
Liabilities af
Segment liabilities PEEE 23,729 13,790 2,825 1,681 - 42,025
Unallocated corporate liabilities APECEERE 231,689
Total liabilities aafk 273,714
As at 31 December 2009 RZBERE
+=A=+-H
Assets BE
Segment assets PREE 274,325 61,751 6,672 - - 342,748
Unallocated corporate assets APELCEEE 49,035
Total assets BEE 391,783
Liabilities BE
Segment liabilities PEEE 44,589 15,429 2,518 - - 62,536
Unallocated corporate liabilities AAELEER 344,151
Total liabilities BER 406,687
The accounting policies of the reportable segment are the same A 2|9 B2 &5 BREMN T4l 2 K&
as the Group's accounting policies described in note 4. Segment Bz & BERAER - 28 (BR ) EMNES D
(loss) profit represents the (loss) profit attributable to each Mete 2 (B3R) s A - T I % 2 55 Be {7 BB

X EBEFH LENBARZER HEAR
Al IEEM 2z BE  STETARABRES 2
BAXITERD Z AABERZE  ARORE
R HFEX  MBEER FBRARMER
Fisc o i ThMEELERRERENETER
DERFREFEZ A

segment without allocation of administration expenses, directors’
emoluments, loss on disposal of subsidiaries, loss on deregistration
of subsidiaries, change in fair value of derivative and embedded
derivative components of a convertible bond, share-based payment
expenses, finance costs, interest income and income tax expense.
This is the measure reported to the chief operating decision
maker for the purposes of resource allocation and performance

assessment.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Other segment information HihpEEHR
Remanufacture
and sale of
computer  Manufacture Trading and
printing and and sale of Distribution mining of
imaging data media  of data media minerals
products products products resources Unallocated  Consolidated
HKS'000 HKS'000 HK$'000 HK$'000 HKS'000 HKS'000
BRRBER
HEEM HER EE
0% HEHE AHEUE HERE
YBER REER REER -y OB &
TER TER TER TER TER TER
For the year ended 31 December E-E-B%
2010 TZA=+-ALEFE
Amounts included in the measure of ~ JIAGTEDBEREXHE
segment profit or loss or segment BELRR:
assets:
Additions to non-current assets REFNBEE 8,570 567 - 2,390 - 11,527
Depreciation and amortisation TER#EH 26,085 267 10 645 49 27,056
(Gain) loss on disposal of property, HENE BERREZ
plant and equipment (W) EE (312) 1,166 - - (587) 267
Inventories written off WHEE 32,862 - - - - 32,862
Impairment loss on THISEZ REER
- inventories -RE 23,484 8,157 1,987 - - 33,628
— property, plant and equipment -M% BERXE 26,008 - - - 185 26,193
- intangible assets -BRAE 30,471 - - - - 30,471
- refundable deposits paid for -BXNKERREE L
acquisition of mining rights RERE - - - 15,600 - 15,600
- trade and other receivables -BHREMENEE 6,006 - - - 4,003 10,009
Trade and other receivables write off 25 R H o G IBH 35 8,656 - - - - 8.656
Amounts regularly provided to EHREEEEREE
the chief operating decision REBERFAGE
maker but not included in the PEBEISIBEEL
measure of segment profit &8
or loss or segment assets:
Interest income HEBA ()] M ®3) (80) (16) (101)
Loss on deregistration of subsidiaries ~ Fii B2 AIEUE 2 BB - - - - 1,418 1,418
Change in fair value of derivative and ~ fTAET AR AR ESRZ
embedded derivative components RAXTEH D 2
of a convertible bond AREBEE - - - - 12,457 12,457
Share-based payment expense UG AERE 2 A RFES - - - - 21,483 21,483
Finance costs MBER 22,723 406 - - 7,684 30,813
Income tax (credit) expense FIEH (He)AX (3.270) 554 _ _ _ 2.716)
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Other segment information (continued)

Remanufacture
and sale of
computer
printing and
imaging
products
HK$'000
BREBER
HEBH
THR
FYRER
THT
For the year ended HE-ZZNETZR
31 December 2009 Zt-BLEE
Amounts included in the measure of T A ESBEREXSH
segment profit or loss or segment BELSR:
assets:
Additions to non-current assets ANEFERBEE 47,042
Depreciation and amortisation FrEREH 20,529
Gain on disposal of property, HENE BERSEELZ
plant and equipment Wiz (32)
Impairment loss on TEBEZREEE
— inventories -BE 82,087
— property, plant and equipment R EN R 16,428
- intangible assets -BRAE 36,125
— trade and other receivables —B 5 kA thERFIA 5,910
Amounts regularly provided to EHREEe@RRER
the chief operating decision EERFAHENER
maker but not included in the BRI BEECER:
measure of segment profit
or loss or segment assets:
Interest income HMEBA (39)
Loss on disposal of subsidiaries HEHBARZEE -
Change in fair value of derivative and ~ fT£ LA R ES 2
embedded derivative components RAXTEH D 2
of a convertible bond AhEBEEZY -
Finance costs HBER 22,648
Income tax expense FEHES 370

For the purposes of monitoring segment performances and

allocating resources between segments:

e all assets are allocated to reportable segments other than
deferred tax assets, tax recoverable, consideration receivable
for the disposal of subsidiaries, bank balances and cash and

early redemption option of a convertible bond; and

e all liabilities are allocated to reportable segments other than
tax payable, obligation under finance leases, amounts due to
directors, bank and other borrowings, other payables, notes

payable, deferred tax liabilities and convertible bonds.
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FET

2,587
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28 12,167 37,430

1 - 1,933

ERBERBAREDRZEARERMNE

PIBEPETARSDBZEE (TR
BEHIREE  AJREHE  HEHRER
AlZERBRE RITEBRIRE KA
BESFzRFEBEORE) &

ENETAREDBEZEE (TR
FENTHIE REBOERE BNESEK
R REMER  EMENRIE &
NRE EEHBEBERATREES)



For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Geographical information

The Group’s operations are mainly located in the PRC (country of

domicile), including Hong Kong.

The Group's revenue from external customers and information
about its non-current assets by geographical location of the assets

are detailed below:

external customers

tEER

AEEEBIEMR TR (EBRERR)
(BEER) -

SERBEIBEP 2 KERIZEELEE
DEFRBDEEZEMFBTAOT :

Revenue from

Non-current assets (note)

RENBEEzRE *RBEE (M)
2010 2009 2010 2009
HK$'000 HK$'000 HK$'000 HK$'000
—E-ZF —ZTNE —E-FF —TENF
THERT FHAT FTExT FAT

Asia EED

— the PRC including Hong Kong —HhEH(BEEE) 31,585 28,923 32,209 121,920
— other regions — H fih i [& 42,691 55,762 - =
Europe B M 32,040 32,865 - 10
North and South America R 63,470 103,612 101 142
Others HAh 139 232 - =
169,925 221,394 32,310 122,072

Note: Non-current assets excluded deferred tax assets.

Information about major customers

Revenue from customer contributing over 10% of the total sales of
the Group are derived from the remanufacture and sale of computer
printing and imaging products segment and manufacture and sale
of date media products segment in both years and details are as

follows:

EEA
=FB (KizE)
BEC (MaE)

Customer A
Customer B (note)

Customer C (note)

Note: The corresponding revenue does not contribute over 10% of the

total sales of the Group in the respective year.

MizE: FRDEETBREEEHRBAEE-

TEEFEHN
T 4 7 - 7 SR B 5 R R R B SRR B

10% 2 BE WY KREBRFBEREE

TEREEERDERE RS SIREE
EmoE FBOT:

2010 2009

HK$'000 HK$'000

—E-—BfF —TTNF

FEx FHT

40,406 42,598

N/ATE A 28,458

17,619 N/AZ i

MisE: HEKSYETEBBEAEMNEE

EHEBEZ10% °
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For the year ended 31 December 2010 #HZE - ZE—FF+ -—F=+—HIFE

9. OTHER REVENUE AND OTHER (LOSS) 9. Htt WK EH A (BE) WA
INCOME
2010 2009
HK$'000 HK$'000
L —TENE
FHERT FHT
Other revenue H g 2%
Interest income FE WA 101 74
Gain on foreign exchange contracts HNEE & A I a - 227
Waiver of other payable #h e H Ath JE T FRIE - 5,911
Others HAb 220 723
321 6,935
Other (loss) income Hp (E#8) A
Loss on deregistration of subsidiaries ST 8H P B8 A R Es 18 (BT E35)
(Note 35) (1,418) =
(Loss) gain on disposal of property, plant HEME  HEREE (BE) s
and equipment (267) 32
(1,685) 32
10. FINANCE COSTS 10. W& H
2010 2009
HK$'000 HK$'000
—z-2% —TEAE
FHET FHET
Interest on bank and other borrowings HARAFRBEREEZEZRTR
wholly repayable within five years Hib B EF S 579 5,826
Interest on bank borrowings not wholly BEARAFAZREEZ
repayable within five years RITEBEERE - 341
Finance charge on discounted trade TREEZMRERE S
receivables to a financial institution NI 2 B % S 228 65
Interest on the notes payable &~ =B F S 1,554 8,200
Finance charges on obligations MEBOAEZHBER
under finance leases 528 691
Imputed interest expenses on NP EREEZTRRES 2
a convertible bond arising from HER SR
initial recognition - 3,319
Imputed interest expenses on AHRRES 2 HEEN SR
convertible bonds (Note 30) (KT#E30) 27,924 18,988
30,813 37,430
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Loss for the year has been arrived

at after charging:

Staff costs (including directors’
emoluments):
Contributions to defined contribution
retirement plans
Salaries, wages and other benefits

Share-based payment expenses

Amortisation of intangible assets
Depreciation for

— owned assets

— assets held under finance leases
Auditor’s remuneration
Operating leases charges in respect of

properties

Cost of inventories recognised as an expense

Inventories written off (included
in cost of sales)
Impairment losses on inventories

(included in cost of sales)

For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

FEBECHBRTIIRE:

BETIRA (BRERESHE) :

TE FR A FURRET B A9 LR

o TEREMER
VARR £ 7% 208 2 3R B 2

B EE#E
e
—BEBE
—RBEBRNBAEZEE
Tz SRR B
ERAMEZREHEOER

ERBAX ZFERA
TrEME (FFAHERAR)

FREZRBEEE (Gt AFEEKA)

2010 2009
HK$’000 HK$°000
—s-=% —EENF
FEa FHT
751 913
61,907 68,295
21,483 -
84,141 69,208
10,960 10,545
14,783 7,195
1,313 3,089
1,200 2,000
11,053 12,162
209,728 222,179
32,862 -
33,628 82,087
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Notes to the Consolidated Financial Statements
A B R R MY

For the year ended 31 December 2010 #HZE - ZE—FF+ -—F=+—HIFE

12. IMPAIRMENT LOSSES AND WRITE OFF 12. BB B 18 & 1 85
2010 2009
HK$'000 HK$'000
—z-%% —zTAF
FH&T FAET
Impairment losses on THIEIEZ R EEE
— property, plant and equipment —ME - BB REE (ME17)
(Note 17) 26,193 16,428
— intangible assets (Note 18) —mEE (KMi5E18) 30,471 36,125
- refundable deposit paid for acquisition —BX K ERERE
of mining rights (Note 22) AR AR S (F5E22) 15,600 =
— trade and other receivables (Note 21) — B 5 M H bR IE
(ME=E21) 10,009 10,457
Trade and other receivables write off B 5 K H b JE U SR IB M 8R 8,656 =
90,929 63,010
13.INCOME TAX (CREDIT) EXPENSE 13. 88 (EE)FBEX
2010 2009
HK$'000 HK$'000
BT JFy —EEhE
FaxT FAET
Current tax — Hong Kong Profits Tax BB E-FEREHR
Provision for the year NEE R - 18
Under (over)-provision in prior years BEFEBRETT (BEEE) 554 (157)
554 (139)
Current tax — PRC Enterprise BB E-—PEERS
Income Tax
Provision for the year NEE B - 1,357
(Over) under-provision in prior years BAEFE (BEEEG) BETR (19) 55
(19) 1,412
Deferred tax (Note 28) ELEBIE (Fff7E28) (3,251) 660
(2,716) 1,933
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

No tax is provided on the profit for the year arising in Hong Kong
since there are no assessable profit incurred by the Group for the
year ended 31 December 2010. Hong Kong Profits Tax is calculated

at 16.5% of the estimated assessable for the both years.

Under the Law of the People’s Republic of China on Enterprise
Income Tax (the “EIT Law"”) and Implementation Regulation of the

EIT Law, the tax rate of the PRC subsidiaries is 25% for both years.

Taxation arising in other jurisdictions is calculated at the rates

prevailing in the relevant jurisdictions.

In accordance with “Notification of the State Council on Carrying
of the Transitional Preferential Policies concerning Enterprise Income
Tax" (Guo Fa [2007] No.39) promulgated by the State Council on 26
December 2007, an entity established before 16 March 2007 that
was entitled to preferential tax treatment prior to the promulgation
date of the EIT Law is subject to transitional tax rates commencing
in 2008 before the new corporate income tax rate of 25% applies.
In respect of certain PRC subsidiaries of the Group, namely Feitian
Magnetic Information-Technology (Shenzhen) Co., Ltd, /&3 Fljm £
SRATENFEM AR A 7] (Shenzhen Afex Print Image Ltd.), k8 F i &
JEATENFEM BBRE A &) (Zhuhai Afex Print Image Ltd.) which enjoyed
a reduced tax rate of 15% in 2007, the transitional tax rates are
18%, 20%, 22%, 24% and 25% in 2008, 2009, 2010, 2011, 2012

and onwards, respectively.

In 20 July 2007, Inland Revenue Department (“IRD”) has initiated
tax enquiries and issued protective profits tax demand note relating
to the years of assessment 2001/2002 against a subsidiary in the
Group. The Group had lodged objections with the IRD and the IRD
agreed to hold over the tax claim completely subject to the said
subsidiary in question purchasing tax reserve certificates (“TRCs").
TRCs of an aggregate amount of approximately HK$1,010,000
(2009: HK$1,010,000) were purchased by the Group up to the
end of the reporting period and the amount was included in other
receivables in the consolidated statement of financial position as at
31 December 2010.

HRAEBEREBEE-_T—ZTF+=A
=+ —BLFELEEETAERRE
M BMAFEERERRNEBEE 2 S FIME
HEMRBREE - BANEH Y IEZMAE
FEMGTERBIRF16.5%H -

REB(PEARLANBEEMFHRIE)
(TREMBTOE]) REEMEVEE A
A FEMBRRARZMEFEIHER
25% °

REMAVERREE ZHEVIRE@AE
BEZRITHEFTE-

BEEBER-_ZEZLF+ A=+ KXH
Bz (BABREREREEMRGRBE
EBEBRHNBE) (BJA[2007]395%) @ R
—ETHF=A+ AR REMS
TAEABRMBANZEBEENGECERS
R EMERBR25%EAAIZ_EF
NEFRBZBEREMMEEMSH -3
AEBETHBREZHBRRIEEHA OF
D) BR AR RYIF LRI EDFEM BIR
ARG m L IRITEDFEM B R A FR
TR FZHEREREIS%  c—TTN
F ZTRNF ZFT-FTF T —F
RZT——F8 BEREDHR18%
20% *22% * 24% }25% °

RZBT+E+LA-+H BER ([HE
B BAEE—HHBRARNR_-ZTZT—
TETCFABFEETONLREER
REBELREEFNEHEME -XEEE M
MEBIRERYE MBEBERBE&EHAR
iz 28®a L BENEBARZA
BERUS ([BNREF]) BERESHK:
AEBEEE#RELA1,010,0008 7T (=
TT N4 :1,010,000870) 2 fERiE BB
BeBEst ARZE—ZEF+_A=1+—
H 2 4R 6 MR R 3R 2 B i U GRIE o
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

The Group has provided tax liabilities in respect of the mentioned
years of assessment. The directors of the Company considered that
there was no material under-provision of tax liabilities as at 31

December 2010.

The tax (credit) charge for the year can be reconciled to the loss
before taxation per the consolidated statement of comprehensive
income using the statutory tax rates for the jurisdictions in which

the Company and the majority of its subsidiaries are domiciled as

AEBEER LAFRFEZHAAFBIR
Bl ARREZAR —TF+=
A=t BEMEEAEREBE IR ZHEA
BfE-

AREEHRE (BR) I EES 2HKE
RZBEHAEE (ERARRRE

S /8 2 ) X 75 P A RLARE R 2 R TE LR AT
B)HERMT -

follows:
2010 2009
HK$'000 HK$'000
—e-%% EE LI
THET FHET
Loss before taxation % 75 B 5 18 (386,627) (276,104)
Tax at the domestic income tax rate EERNFSHEGTE 2 HIE (70,298) (45,767)
Tax effect of expenses not deductible TR A 2 2 T 7 s 28
for tax purpose 34,188 43,451
Tax effect of income not taxable BARGWAZ BB E
for tax purpose (16) (3,035)
Tax effect of tax losses not recognised RERTIBEBEZMBTE 30,749 2,952
Tax effect of deductible temporary RERAMMEREZE BB E
differences not recognised 2,126 4,434
Under (over)-provision in prior years BEFEREBIE BREER) 535 (102)
Tax (credit) charge for the year AFEEHE (KEe)HX (2,716) 1,933
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

The calculation of the basic and diluted loss per share attributable

to owners of the Company is based on the following data:

Loss for the year attributable to owners of the
Company

AFEARAEBEARIEEREAREEE
BIRBIA T 8UE

RAREEANBERFERFR

2010 2009
HK$'000 HK$'000
—g-=% —TTAF
FHERT FHT
Loss for the year for the purposes of HAEGREAREEEEMNS 2
computation of basic and NEEEE
diluted loss per share (383,368) (278,003)
Number of ordinary shares EERHE
2010 2009
—E-ZF —EENF
Weighted average number of HAESREAREEEEMNS 2
ordinary shares for the purposes of nkEEeEmREE
computation of basic and
diluted loss per share 1,368,722,647 963,590,597

The calculation of diluted loss per share for the year ended 31
December 2010 and 2009 does not assume the conversion of an
unlisted subsidiary’s convertible bond. The directors of the Company
consider that the value of the subsidiary is lower than the exercise
price as the subsidiary had consolidated net liabilities as at 31
December 2009 and 2010.

The diluted loss per share for the year ended 31 December 2009
was the same as the basic loss per share as the conversion of the
Company’s outstanding convertible bond, and the exercise of the
outstanding share options and warrants would result in a decrease

in basis loss per share.

The diluted loss per share for the year ended 31 December 2010
is the same as the basic loss per share as the exercise of the
Company’s outstanding share options and convertible bonds would

result in a decrease in basis loss per share.

BE_FT-ZFR_FFALF+_A
=T HLEFESREEREZFELE

REREH—FFELTHERRZ AT RRE
HoARREFRARWMEB L TZ{E{E@E%
TEE REAZMBRARR_-_ZETNAF

R_F—FFt_A=1— Elﬁ“'?:ar?v?\/\ﬁ

BFEER-

BHE_ZZNF T -_A=T—HILFES
E#EERESRERNERAR REA
IR R B Z RITE AR RESFARITE
AITEBEERRREEHFERGRER
BiERD -

BE_Z-ZTF+_A=1T—"HLFES
E#EERESRERNERER  REA
TTEAR B Z R1T B IRAE R AT A A 75
HERGREAERRD
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

The emoluments paid or payable to each of the ten (2009: ten)

directors were as follows:

For the year ended 31 December 2010

Executive directors
Yip Wai Lun, Alvin
Ma Bo Ping
Zhou Yu Sheng

(appointed on 25 January 2010)
Lam Suk Ling, Shirley

(appointed on 8 February 2010)
Lee Cheuk Yin, Dannis

(appointed on 29 October 2010)
Ho Yin King, Helena

(resigned on 18 October 2010)

Independent non-executive
directors
Leung Ka Kui, Johnny
Chan Kam Kwan, Jason
Lau Man Tak
(appointed on 29 October 2010)
Lo Kok Kee
(resigned on 21 August 2010)

Total

BITES:

&

ik A8 ¥

BRE(R-_E—ZF
—AZthAEZRT)

WRE (R=T—ZF
ZRANBEZE)

ZER(R_T—TF
TAZ+NBEZHE)

AHR(R=Z—ZF
+A+ABET)

BUNFHTES

RREH

e

A (R=E—ZF
THZTAREZE)

ERE (R-T—FF
ANHAZ+—HEHE)

st

Directors’
fees
HK$'000

ExHas
TERT

350
350

161

52

913
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ENENTR(ZEZNGF  +R)ES
BEEZMEWT:

BE-Z2-ZF5+-A=1T—-HLEE

Salaries,
allowances
and benefits
in kind
HK$'000
H& RHR
B A&
TET

2,421
2,882

1,611

1,410

147

2,629

11,100

Retirement
scheme
contributions
HK$’000

RARGT B
TERT

13

10

10

35

Total
HK$'000

gt
THERx

2,434
2,882

1,611

1,420

149

2,639

350
350

161

52

12,048



For the year ended 31 December 2009

Executive directors
Ho Yin King, Helena
Yip Wai Lun, Alvin

(appointed on 31 July 2009)

Ma Bo Ping

(appointed on 18 December 2009)

Ho Fai Keung, Jacky

(resigned on 31 December 2009)

Cheung Sze Ming

(resigned on 31 December 2009)

Lo Suk King

(retired on 18 July 2009)

Independent non-executive

directors
Leung Ka Kui, Johnny
Chan Kam Kwan, Jason

Lo Kok Kee

(appointed on 27 July 2009)

Li Sau Hung, Eddy

(resigned on 18 July 2009)

Total

HITES

fA] FE 3%

2R (RZTTNF
Tt A=+—HEZE)

BT (RZEENF
TZHTN\REZE)

fEE (R=2ENF
TZA=+—HEE)

KA (RZZTNF

i
&)
|
Al
Al

=+
ﬁ

T A+ N\BEE)

BUNFHTES

R 57 4

BEE(R-TTNF
TA-+LHEZRE)

ZFE(RZTSNF
T A+ N\HEHE)

st

For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Directors’
fees
HK$'000

TET

225
225

87

150

687

During both years ended 31 December 2010 and 2009, no

emoluments were paid by the Group to the directors, as an

inducement to join or upon joining the Group as compensation for

loss of office.

Salaries,
allowances Retirement
and benefits scheme
in kind contributions
HK$'000 HK$'000
e EHR
EYF = RGBT
TR FTiExT
3,757 12
719 4
3,363 12
1,920 12
418 12
10,177 52

2010 % | BEERERERAF

BE-SRAE+-A=+—BILER

Total
HK$'000

st

TET

3,769

723

3,375

1,932

430

225
225

87

150

10,916

~FER-FEAF+ S
S+-BUEMEFER AEELEAE
FLNEMME - fEBREMALRMA
SR B ) SR S AE AR 0

117



For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Of the five individuals with the highest emoluments, three (2009:
four) are directors whose emoluments are disclosed in note 15.
The aggregate of the emoluments in respect of the remaining two

individuals (2009: one individual) are as follows:

ERhEB&eRHALTH BE=Z2EF (%
ZNF R REEFZHMEFERMH
AISHE-EHEMA (ZTETNF: —R)
ERFALTZHME@BEHIIDT

2010 2009

HK$°000 HK$'000

—e-%% EE LI

FARE FHR

Salaries and other emoluments FekHMumie 1,605 1,947
Share-based payment expense LARR D B ERR 2 KA X 3,528 =
Retirement scheme contributions RRET B3R 12 =
5,145 1,947

The emoluments of the two individuals (2009: one individual) with

the highest emoluments are within the following bands:

HK$ BT

1,000,001 - 1,500,000 1,000,001%1,500,000
1,500,001 - 2,000,000 1,500,001% 2,000,000
2,000,001 - 2,500,000 2,000,001%2,500,000
2,500,001 — 3,000,000 2,500,001% 3,000,000

During both years ended 31 December 2010 and 2009, no
emoluments were paid by the Group to the five highest paid
individuals, including directors, as an inducement to join or upon

joining the Group as compensation for loss of office.
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ME(ZEENF —B)REFALTZHER
FTR5IEE A :

2010 2009
Number of Number of
individuals individuals
—E-2F —ETNF

AH A

- 1
1 _
1 _

HE-ZZFT - ZTFR=_FTNLF+=A
=+ —HIEREFERER - A S B R
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=) ERMASIRINARE B 2 5Bk
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Cost or valuation

At 1 January 2009

Exchange adjustments
Additions
Surplus on valuation

Eliminated on disposals

At 31 December 2009

Comprising
At cost
At valuation 2009

At 1 January 2010

Exchange adjustments
Additions

Deficit on valuation

Deregistration of subsidiaries

Written off

Eliminated on disposals

At 31 December 2010

Comprising
At cost
At valuation 2010

A
RZZENE
~A-A

B AR
AE
EES

B 51

R-BThE
+-A=+-H

ERREE

NE

fhE R

P88 22 ) 80 8 A

s

A R 1 8

R-ZB-FF
+=A=t+-H

B

BRA

BR-B-BEME

For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Land and
buildings
at revalued
amounts
HK$'000
REGLE
5852

T REF
THT

16,679

1,809

18,488

18,488

18,488

432

432

432

Plant and
machinery
HK$'000

R
TET

392,055
173
22,661

(141,248)

273,641

273,641

273,641

273,641
356
8,297

(762)
(80,200)

201,332

201,332

201,332

Furniture,
fixtures and
equipment
HK$'000
B
RERRAE
TET

77,896
70
9,655

(12,852)

74,769

74,769

74,769

74,769
147
2,072

(679)
(19,249)
(20,456)

36,604

36,604

36,604

Motor
vehicles
HK$'000

AE
TEL

5,207

(231)

4,978

4,978

4,978

4,978

1,158

(1,574)
(2,173)

2,393

2,393

2,393

Total
HK$'000

st
TET

491,837
245
32,316
1,809
(154,331)

371,876

353,388
18,488

371,876

371,876
507
11,527
(6)
(1,441)
(101,023)
(40,679)

240,761

240,329

432

240,761
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Notes to the Consolidated Financial Statements
R B IS R R M 5

For the year ended 31 December 2010 #HZE - ZE—FF+ -—F=+—HIFE

17. PROPERTY, PLANT AND EQUIPMENT (continves) 17.4¥1% BERRZE 2)

Land and
buildings Furniture,
at revalued Plant and fixtures and Motor
amounts machinery equipment vehicles Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
REMEHE
1) A B
T REF BERK® RERRE AE @t
THET THT TR THT TR
Depreciation and impairment TERAE
At 1 January 2009 RZZTNF
—H—AH = 361,349 62,307 4,441 428,097
Exchange adjustments B 5 % - 49 39 = 88
Provided for the year REERE 416 5,515 4,013 340 10,284
Impairment loss recognised in profit or KB HER
loss EEE - 16,428 - - 16,428
Eliminated on disposals B B - (141,248 (12,852) (231) (154,331)
Elimination on revaluation NERREER IF (416) = = = (416)
At 31 December 2009 RIZTNEF
+=-A=+—"H = 242,093 53,507 4,550 300,150
At 1 January 2010 RZE-FF
—A—H - 242,093 53,507 4,550 300,150
Exchange adjustments ERAEES - 143 98 1 242
Provided for the year AEERE 172 10,234 5,210 480 16,096
Impairment loss recognised in RERER L
profit or loss HEER - 19,606 6,402 - 26,008
Deregistration of subsidiaries it B 2 A s AR - (762) (675) - (1,437)
Written off HsA - (80,200) (19,249) (1,574) (101,023)
Eliminated on disposals P 5 B (162) - (20,456) (2,042) (22,660)
Elimination on revaluation PR E i 1 8 (10) = = = (10)
At 31 December 2010 R-Z-Z%
+=B=t+-H - 191,114 24,837 1,415 217,366
Carrying values REE
At 31 December 2010 RZB-%F
+=ZA=+—-H 432 10,218 11,767 978 23,395
At 31 December 2009 RZETNF
+-A=+—H 18,488 31,548 21,262 428 71,726
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

The above item of property, plant and equipment are depreciated

on a straight-line basis at the following rates per annum:

Shorter of 2.5% or

over the term of the leases
10% - 20%

Furniture, fixtures and equipment 20%
Motor vehicles 30%

Leasehold land and buildings

Plant and machinery

During the year ended 31 December 2010, the directors of the
Company conducted a review of the Group's assets related to
the remanufacture and sale of computer printing and imaging
products segment and determined that a number of those assets
were impaired, due to continuous decrease in demand for the
relevant products. Accordingly, impairment loss of HK$19,606,000
and HK$6,402,000 (2009: impairment loss of HK$16,428,000 has
been recognised in respect of plant and machinery) have been
recognised in respect of plant and machinery and furniture, fixture
and equipment, respectively, which are used in the remanufacture
and sale of computer printing and imaging products segment. The
recoverable amounts of the relevant assets have been determined
on the basis of their value in use. The discount rates in measuring
the amounts of value in use were 12% (2009: 12%) and the growth

rates was 0% (2009: 0%) in relation to the assets.

During the year ended 31 December 2010, the Group disposed
of all leasehold land and buildings situated in Hong Kong. The
leasehold land and buildings of the Group were revalued on 31
December 2009 and 31 December 2010 by Norton Appraisal
Limited, an independent qualified valuer. Norton Appraisal Limited
was not connected with the Group. For leasehold land and buildings
situated in Hong Kong for the year ended 31 December 2009,
the valuation was arrived at by reference to market evidence of
transaction prices for similar properties in the same locations and
conditions. For those located outside Hong Kong for the year
ended 31 December 2009 and 2010, a combination of the open
market and depreciated replacement cost approaches were used
in assessing the land portions of the properties and buildings and

structures standing on the land respectively.

ERaME BERREEBRERESE
ESHBERE BFZ2FEERMT:

HE T REF 2.5%IRE

A (ARESE AE)TE
5 Pe i 2 10% E20%
FRifh - HB KRR 20%
B 30%
REE=_FT—ZTF+_A=+—HLHF
TARBEFHASEEARRBER

HEBSKITHOREEERDBEZEEIED
H6 WRBHHEBEERSE THRAF R
BEURSEEFELRE At RRERBFE
RHEBKITORERERDEMFERAZ
TR 55 B 18 28 LA TR AR R ~ 5 B T2 nR 1 R R R
EE518 5 5 519,606,0007 7T 126,402,000
BT (ZETNF  HBE KRR
EF718/516,428,000/ 70 ) ° th S B E E
ZAWESEYREEEREEMEE -
AREEZEEERBsEREEB2ZINE
EE12% (ZZZNF12% ) RIBEREX R
0% (ZZEZTNF:0%) °

BE_T-THFE+_A=+—HLEEFE"
$%Eﬁ%%ﬁﬁ%%%2ﬁﬁim&%
FoAEBEAE iﬁ&@%ﬂﬁ

NFE+-ZA=1t—RAEk= i¢+ H
== Hmﬁi ﬁ%%ﬁ% 2 B

HAERARETER- ‘a’iﬁllmﬂéﬁﬁi
Tﬁ$E@IE@L.V@§ EENE
ToA=tT-BIEFENREEZESEL
WEBTMHE  AEDESERVIERBE
Kk 2 BUMER S EWZ%%%?&
EH-REE_TTNFR_FTZFF T
HE+—H¢¢FE%§mM%ZﬁEi
WRBFME  ARERRREMESENRITE
BREBERAZE  UDBIFHEMERZ L8 D
UA R MASE RN 2 R 3 | 2 T A EEY) o
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

The revaluation surplus of approximately HK$4,000 (2009: surplus
of HK$2,225,000) net of deferred tax of nil (2009: HK$372,000)
have been transferred to the properties revaluation reserve of the

Group.

If leasehold land and buildings had not been revalued, they would
have been included in these consolidated financial statements at
historical cost less accumulated deprecation of HK$444,000 (2009:
HK$8,422,000).

The carrying value of properties shown above comprises:

In Hong Kong B[R
— medium-term leases — R EAFE 49
Outside Hong Kong BB AN R
— short-term leases —RHEIME A
Representing: BE

Leasehold land and buildings held for own 2 AAEBEYIRZHEE A

use carried at fair value HELHREF

The net carrying value of plant and equipment and motor vehicle
held under finance leases of the Group was approximately
HK$4,158,000 (2009: HK$11,354,000). These assets are pledged to

secure the Group's obligations under finance leases.

In 2009, the Group has pledged its land and buildings with a net
carrying value of approximately HK$18,050,000 to secure certain
bank borrowings granted to the Group. The pledge was released

during the year ended 31 December 2010.

In 2010, The Group acquired motor vehicle approximately

HK$567,000 through finance lease.
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B AHRL4,0008 T (ZEZNF: B8R
2,225,000 7T) (EHRELEHIBZTE T
(ZZT A4 :372,000870) D EREALE
BoEsHEE-

WAE T REFIWEE AASIRE LK
AR 2 5T 3T E444,0008 T (Z 2T N F

8,422,000/ 7T ) s AN RZE4R A B TS 3RaR ©
T EZETRERRE

2010 2009

HK$'000 HK$'000

—E-2f —ETAE

FHRT FHET

- 18,050

432 438

432 18,488

432 18,488

AEERBEREROFE ZBE K E
RRE 2 BREFE A 414,158,000 T (=
TT N :11,354,00087T) - ZEEED

EHRARRAEE 2 @ERLEME -

RZZEZNF AEECEREREELD
18,050,000/ T 2 T RIEFIERE T &
FTAREE ZRITEE 2R - ZERERE
E_TZEFFTA=T—RHILFEER
& o

R-ZE—ZF AEEEBRMERAYKE
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Cost

At 1 January 2009

Additions through acquisition
Additions through internal

development

At 31 December 2009 and
at 31 December 2010

Amortisation and impairment
At 1 January 2009
Charge for the year

Impairment losses

At 31 December 2009 and
1 January 2010

Charge for the year

Impairment losses

At 31 December 2010

Carrying values

At 31 December 2010

At 31 December 2009
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For the year ended 31 December 2010

Development
cost

HK$'000
D%
FHT

56,912

5,846

62,758

15,166
5,921
16,019

37,106
5,892
11,169

54,167

8,591

25,652

Development costs are internally generated. All of the Group’s

technical know-how and distribution channel were acquired from

third parties.

Technical
know-how
HK$'000
BT A
TR

31,460
8,880

40,340

6,189
3,044
8,317

17,550
3,488
19,302

40,340

22,790

2010 % | BEERERERAF

BE—F-—FF+-FA=+—HILFE

Distribution
channels
HK$'000
DHRE
FHT

15,800

15,800

527
1,580
11,789

13,896
1,580

15,476

324

1,904

104,172
8,880

5,846

118,898

21,882
10,545
36,125

68,552
10,960
30,471

109,983

8,915

50,346

PR T B NERE &£ - A& B A B
B HRETBE=TTWE-
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

The above intangible assets have definite useful lives. Such
intangible assets are amortised on a straight-line basis over the

following periods:

Development costs 10 years from the date of
commencement of production of

the relevant products
Technical know-how 5 - 10 years

Distribution channels 10 years

During the year ended 31 December 2010, the directors of the
Company conducted a review of the Group's intangible assets
and determined that certain development costs, technical know-
how and distribution channels were impaired, due to continuous
decrease in demand of the relevant products or cost saving from
relevant technical know-how. The value in use was determined
based on the estimated future cash flows discounted at a rate
of 11% (2009: 12%) per annum. Accordingly, impairment losses
of HK$11,169,000 and HK$19,302,000 have been recognised in
respect of development cost and technical know-how respectively
(2009: impairment losses of HK$16,019,000, HK$8,317,000 and
HK$11,789,000 have been recognised in respect of development

cost, technical know-how and distribution channels respectively).

Cost BN
B EE R

Less: Impairment loss

Carrying amount R A

In view of significant and continuous losses incurred by the
cash-generating unit, the distribution of data media products,
full impairment loss had been provided for the goodwill of

HK$39,545,000 in previous years.
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NEEBPEEEGERERNFH -ZFE
WEENBERERATFERETHE:

HELIBEN FRERKRER TFA
il A0 EELF
DIHRE T

HE-_Z-—ZTF+_A=+—RHLLFE"
AAREETHAEEEL S ERITRE -
WHREEEER 2T RKFE THRXH
HERMABHORE BEE TRHERX
A BMAHERDERELBERE - ZEE
DR RKIREREN A ETF11%
(ZEZNF:12%) 2 Bt BRERE
B R E BRZREBES A
11,169,000 7T % 19,302,000 7T (= &
TNF:BRARERA RMTMEK S H
RIBWRZREEESD RI/16,019,000/
7T~ 8,317,0007%8 7T &% 11,789,000/ 7T ) °

2010 2009
HK$'000 HK$'000
—E2-FF —TENF
TEx THET
39,545 39,545
(39,545) (39,545)

EREBEREEROH ReELEENE
SEANEBEEE MERAFFEZEHE
39,545,000/ LT {2 & SO R (BB B -
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For the year ended 31 December 2010 HEZE_-F—FF+-F=+—HIFE

20. INVENTORIES 20. 7 &
2010 2009
HK$’000 HK$'000
—g-2= —TENF
FExT FAET
Raw materials JR# R 20,600 109,343
Work in progress R H 1,525 8,469
Finished goods BURK 6,882 32,627
29,007 150,439
TRADE AND OTHER RECEIVABLES 21. EZ R HEMEWRKIE
2010 2009
HK$'000 HK$'000
—z-%5 —EENF
FExT FAT
Trade and bill receivables B 5 W GRIE & B R & 29,046 64,040
Less: impairment loss recognised on trade & : 5t & 5 EUWGIAE R 2
receivables VRN SR (16,461) (9,896)
12,585 54,144
Other deposits, prepayments and Hfvize B RIER
other receivables H b fE UK SRR 5,032 13,537
Total trade and other receivables B 5 R EAM W FIA B 17,617 67,681

The Group allows an average credit period of 30 to 120 days (2009:
60 to 180 days) to its trade customers. The following is an aged
analysis of trade and bill receivables (net of accumulated impairment

losses) as at the end of the reporting period.

AEBGETEESEPZ FHEEHR30
Z120K (ZZZNF :60E180K) AT
RN ERRE ZEUGIE R ERERE (0
B REHRERE) Z iR

A A

2010 F%k | € ERERBRAAE

125



126

For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Current B

BHIR=1EA
BE =2 5@ A
B EA7SME B A £

Less than 3 months past due
3 to 6 months past due

Over 6 months past due

Included in the Group's trade receivables balance are debtors with
aggregate carrying amount of approximately HK$3,851,000 (2009:
HK$42,262,000) which are past due as at the reporting date for
which the Group has not provided for impairment loss. The Group

does not hold any collateral over these balances.

In respect of trade and bill receivables, individual credit evaluations
are performed on all customers requiring credit over a certain
amount. These evaluations focus on the customers’ past history
of making payments when due and current liability to pay, and
take into account information specific to the customer as well as
pertaining to the economic environment in which the customers
operate. 69% (2009: 22%) of the trade and bill receivables that are
neither past due nor impaired have good settlement history under
the Group's individual credit evaluations. The Group does not hold
any collateral over these balances. Receivables that were neither
past due nor impaired relate to a wide range of customers for
whom there was no recent history of default. The Group does not

hold any collateral over these balances.
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2010 2009
HK$’000 HK$°000
—s-=% —EENF
FEa FHT
8,734 11,882
2,999 7,313
503 297

349 34,652
12,585 54,144

FFAKREE Y B 5 EKIEE SR T BR R
& B B H 2 BRTENE 4851 493,851,000/ 7T
(ZZT T NF :42,262,0008 7T ) Z FE UK
B MASEWARETRAEESE A%
A i 8 S = o i i

REBESREERREBRERME  F
HEEBBR B LMERPETESR
FEEFGE HEFEETREFPRIH R
XNRBEERZBENRZE LA
BEEZHEERNRETESEBER 2K
IR o RIS E A E B E A ¥ - 69%
BHRKERREUER (ZEThEF:
22% ) REHBSKRRE  XHEERIFBERL
8% o REREBL R FR/EHRIA AR A EAER -
7R 780 HR T R ORU(E O 8 U SRR - BT D
BRELENEREFPEH AKRERZF
RBERY KRB ERER-



For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

2010 2009
HK$'000 HK$'000
—g-=% —ETAF
FTERT FHET
Neither past due nor impaired AR 18 B 3 R R E 8,734 11,882
Less than 3 months past due LR =MEA 2,999 7,313
3 to 6 months past due mE==xEA 503 297
Over 6 months past due 8 HA 7S (8 A LA 349 34,652
3,851 42,262
12,585 54,144
Receivables that were past due but not impaired relate to a number B HERBENERRIBEANE BE T
of independent customers that have a good repayment record with ERITEBEFCHENBYRFEHE - -EEE
the Group. Based on past experience, management believes that BRUERSALSE BEATLR EEE
no impairment allowance is necessary in respect of these balances RETELERZFERELRERE R
as there has not been a significant change in credit quality and the B2 EEREAR AR B S E o
balances are still considered fully recoverable.
Movement in the impairment losses of trade EZERRERESEREEZH
receivables
2010 2009
HK$'000 HK$'000
—z-%f% —EThE
THER FHET
At 1 January m—HA—H 9,896 22,899
Exchange realignemnt bE 5 & 6 =
Impairment losses recognised (Note 12) BRI EEE (ME12) 10,009 10,457
Deregistration of subsidiaries B /8 2 =] B8R S 1 (91) =
Amounts written off as uncollectible i £ 1~ AT Uk [ 3k 0B (3,000) (7,407)
Reversal of impairment losses VEREY Ei=Ec4E] (359) (16,053)
At 31 December Rt+t—-—HA=+—H 16,461 9,896
In determing the recoverability of a trade receivable, the Group EETESERER 2R MR R
considers any change in the credit quality of the trade receivable for EEZRAVREEHEES EWmEIRR
the date credit was initially granted up to the end of the reporting HE - EHEAEZENES 21*/\%\%;55@%
period. The concentration of credit risk is limited due to the R EE) c AR P A A B MRS - iR
customer base being large and unrelated. SR EERRER-
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Movement in the impairment losses of trade
receivables

Included in the allowance for doubtful debts are individually
impaired trade receivables with an aggregate balance of
approximately HK$16,461,000 (2009: HK$9,896,000) which were
past due for more than 6 months. The Group does not hold any

collateral over these balances.

During the year ended 31 December 2010, trade receivable of
HK$8,656,000 (2009: nil) is written off due to the deregisteration of

the customers during 2010.

Included in trade receivables are factored trade receivables
amounting to HK$9,477,000 (2009: HK$10,102,000) for the
Group. For factored trade receivables, the Group will need to
repay the financial institutions if there are credit losses on the
trade receivables before the end of factoring period, accordingly,
the Group continues to recognise the full carrying amount of the
receivables and has recognised the cash received as an unsecured

borrowings (See note 25).

Movement in the impairment losses of other
receivables

At 1 January n—A—H
Amounts written off as uncollectible Hif 85 AT U Bl € BB
At 31 December R+—-_A=+—8H
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BEZRUAREREGELD

REREBLEBHENEA 2 @ERRESR
W AR R4 7316,461,000/8
T (ZZZNF 9,896,000/ 7T) - A% HE
T F R RITH E (AR o

HE-_Z-—ZTFE+_-_A=t+—HItFE &
5 W BR 78,656,000/ 7T ( — BT N 4F:
TIERR—ZZF—ZF AR EUH i i
§H ©

BREEESERERABAEEE S EKIR
BERFR ©%A9,477,0008 L (ZEZ 1L
%:10,102,000% 7T ) - $t & 5 WRE R K
= - fif 7 (R FER HA P 45 SR AT 22 5 e IR AR 3K
EEEEE AIXEERTECRETYH
Wi At AEEBEREREBETNE
BEAELDERE WIS A —HEER
BE (RHTEE25)

Htt B RBEREGESD

2010 2009
HK$'000 HK$'000
—E-FF —ETNE
FH FHT

- 5,994

- (5,994)



For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Refundable deposit paid

Less: impairment loss recognised (Note 12)

Pursuant to a conditional sale and purchase agreement entered
into between Jackin Purchasing Co., Ltd. (“Jackin Purchasing”),
a wholly owned subsidiary of the Company and Cui Zhan Lin
(the “Vendor”), an independent third party on 18 December
2009, Jackin Purchasing conditionally agreed to acquire the
entire issued share capital of SE Metal Resource Corp (“SE Metal
Resource”) which mainly holds a mining rights at a consideration
of approximately HK$832,250,000, of which US$9,000,000
(approximately HK$69,750,000) will be settled by cash and the
remaining balance of HK$762,500,000 will be settled in the form
of consideration shares and convertible notes to be issued by the
Company. During the year ended 31 December 2010, refundable
deposit of US$5,000,000 (approximately HK$39,000,000) was
paid and a share charge over the 50% of the issued share
capital of SE Metal Resource in favour of Jackin Purchasing was
executed in accordance with the terms thereof. Details are set

out in to the Company’'s announcement dated 8 January 2010.

EXNARmZS
B B ERRERE (KMiEE12)

2010
HK$'000
—E-%F
TEx
39,000

(15,600)

23,400

BEBEARRA 22 EWNEB AR A Jackin
Purchasing Co., Ltd. ([Jackin
Purchasing | )EE— BB E =5 & S5
(TERFR=ZZBEZNE+ AT+ N\BIZ
2 — B G EE W - Jackin Purchasing
B &M R B AR (B 4832,250,000/8 7T
8% B SE Metal Resource Corp ([SE Metal
Resource |) (A BIFE —HRERE)Z
22 TR - E 79,000,000 7T (4
69,750,000/ 7T ) #§ AR & X fF - T R 8
762,500,000 7T # M AN & B A 3 1T (B
B RABKREEF AT -BHE-Z
—ZEF+_A=t+—HIEFE FARHE
1 5,000,000 7T (#£739,000,0007% 7T.)
TR IR B B 15 & 2 15 SR AT 3 BAJackin
Purchasing ¥ zx A BLSE Metal Resource
2HEHTRARZS0%ETROHL-H
M EERART AR —FF— A
VAN= P/ i)

2010 % | BEERERERAF
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Pursuant to a supplement agreement entered into between
Jackin Purchasing and the Vendor on 1 September 2010, Jackin
Purchasing and the Vendor agreed to revise the consideration
to HK$500,000,000 of which US$9,000,000 (approximately
HK$69,750,000) will be settled by cash and the remaining
balance of HK$430,250,000 will be settled in the form of
consideration shares and convertible notes to be issued by the
Company. The refundable deposit of US$5,000,000 (equivalent to
HK$39,000,000) was retained by the Vendor as part of deposit for
the revised consideration. Details are set out in to the Company's

announcement dated 29 September 2010.

On 22 March 2011, the Company announced that the conditional
sales and purchase agreement had been terminated by a
termination notice served to the Vendor. Relevant details are set out
in the Company’s announcement dated 22 March 2011 and in note

37 an 41.

In view of the counterclaim and dispute with the Vendor (see note
37(b)), the directors of the Company believe it is uncertain that
the Group is able to fully recover the refundable deposits from the
Vendor. The directors of the Company decide to make impairment
loss of US$2,000,000 (equivalent to HK$15,600,000) on the
refundable deposit based on the expense counterclaimed by the

Vendor.
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R & Jackin Purchasing®2 & 5 A — & —
TFNA BRI 2 Jackin
Purchasing®@E E F R E KR EEZ A
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430,250,000 LA A AR A LAE BB ITR
ERORAIBKRERZ FABEE-ARE
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D ARREERR AEETHREENE
FEHWETTEREZES ARAESRE
RATRERSRBEHIRRE 2 FX
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Bank balances SRATHEER
Bank balances and cash comprise bank balances and cash held by RITER RS EEAEE A 2 RITHE
the Group, short-term bank deposits with maturity of three months BERE  RR=(EAERARIE E

HBRTER - RITERRTSNERATE
¢001Fi036ﬁ( TENF:0.01EE
0NE)FE -RZZE—ZF BHRITER
17,170,000;%7& & E A EARAFFF0.31
EBE1.7E: 8-

or less. The bank balances carry interest at market rates which range
from 0.01% to 0.36% (2009: 0.01% to 0.1%) per annum. In 2010,
the short-term bank deposits of HK$17,170,000 carry interest at

fixed rates ranged from 0.31% — 1.7% per annum.

2010 2009
HK$’000 HK$'000
—E-BF —EThE
FaT FHT
Trade payables B S IE IR 13,799 35,404
Accruals and other payables [EETE A &ﬁﬁﬂﬁﬁ%’xlﬁ 52,009 41,200
Amount due to a related company JE T BEE A R FIR 1,089 1,999
Amounts due to directors Fﬂf%%m - 720
66,897 79,323
The amount due to a related company, Titron Industries Limited FE 1t B8 & A A]Titron Industries Limited
(“Titron”), in which Yip Wai Lun, Alvin (“Mr. Yip”) being the ([Titron |) (EEmiLae ([Eh4E]) AR
common director, is unsecured, interest-free and repayable on FES)2RBEVEER 28 WAEAEE
demand. KEEo

The amounts due to directors were unsecured, interest-free and

ENESFREDEER 28 WHEEREXR

repayable on demand. &g

The following is an aged analysis of trade payables presented based

UTRARBSHRREZEEHEINZES

on the invoice date at the end of the reporting period. FERTER =k 2 BR s D 4T :
2010 2009
HK$'000 HK$'000
—E-ZF —TETNF
FET FAT
Within 3 months =@AA 9,390 25,536
Over 3 months but within 6 months BE=EAERSEAA 1,526 4,298
Over 6 months but within 9 months BENEABRRNAEAR 787 4,580
Over 9 months but within 12 months BBNAERERtT=—EARA 1,439 685
Over 1 year HHiE—F 657 305
13,799 35,404
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For the year ended 31 December 2010 #HZE - ZE—FF+ -—F=+—HIFE

24. TRADE AND OTHER PAYABLES (continued)

The average credit period on purchases of goods is 30-90 days
(2009: 30-90 days). The Group has financial risk management

policies in place to ensure that all payables are within the credit

24 B 5

H fth F& 4 5K

/\ \,“-— /

BEEMZ FHEEHAR30E0K( =

ZTNF 30FE90K) - AEEEHEEE 2

MR R E

I R PARER P B FE A SRR
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timeframe. BBREERR -
.BANK AND OTHER BORROWINGS 5. BITRAEMEER
2010 2009
HK$’000 HK$'000
—E-ZF —ZEENF
FEx FET
Bank loans and overdrafts RITERREX
— import and export loans —#EHOER - 7,896
— term loans —THER 3,434 8,852
- mortgage loans —RIBEX - 8,173
— overdrafts (note) — B (faE) - 1,254
Other borrowings HEifEE 3,434 26,175
— Advance from financial institution on — SRR ERIIRE B EW
discounted trade receivables HIAZ R 7,464 8,454
10,898 34,629
Secured AHER - 8,173
Unsecured i 10,898 26,456
10,898 34,629
Carrying amount repayable: FE(E T BRE A
On demand or within one year BEXRFN—FA 10,898 27,500
More than one year, but not ZR—FEIRAE
exceeding two years - 1,043
More than two years, but not ZRMEEIRASF
more than five years - 3,130
More than five years BB hF - 2,956
10,898 34,629
Less: amounts due within one year shown  J&: R —FERNEIH 2 HERRE
under current liabilities BEETEY (10,898) (27,500)
- 7,129
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25.

26.

For the year ended 31 December 2010

BE—F-FFF_F=1+—HIFE

BANK AND OTHER BORROWINGS (continued) 25. f '/f ﬂﬂ{ﬁﬁ (#&)
The exposure of borrowings to various interest rates changes is as BEERSEMNEXZH 2RARMAT
follows:
2010 2009
HK$°000 HK$'000
BT ey —EEAE
FET FHET
Fixed-rate borrowings EE R EEE 1,755 3,943
Variable-rate borrowings AENEEE 9,143 30,686
10,898 34,629
Note: Bt 5

In 2009, bank overdrafts carry interest at market rates which range from

5% to 6.5% per annum.

The weighted effective interest rates (per annum) at the end of the

reporting period are as follows:

R-ZFZNGFE RITEXBOENENTE

S5EZE6.5E B -

RBERRZMBEERMNE (FF)T

2010 2009

Y Wy —E=EAE

Bank borrowings IRITIEE 6.03% 3.22%

NOTES PAYABLE 26. B RE

The analysis of the carrying amount of notes payable is as follows: ENREREE AT T:

2010 2009

HK$’000 HK$'000

—z-®5 —ETAF

FET FHEIT

Guaranteed Notes 15% 1SERERERE - 31,200

Accrued interests on Guaranteed Notes 15% 15E B IERZ 4 7 fE=+F] B - 5,417

- 36,617

2010 F%k | € ERERBRAAE
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Guaranteed notes issued in 2008

Pursuant to a subscription agreement entered into between the
Company and Martin Currie China Hedge Fund L.P. (“Martin
Currie”) on 6 October 2008, the Company issued, and Martin
Currie subscribed for, notes (the “Guaranteed Notes”) in the
aggregate principal of HK$31,200,000. The Guaranteed Notes carry
interest at a fixed rate of 15% per annum and are repayable by 27
June 2010. The Guaranteed Notes were guaranteed by a substantial

shareholder of the Company.

Breach of financial covenants

As at 31 December 2009, the Group had breached certain
financial covenants in respect of Guaranteed Notes payable with
carrying value of HK$36,617,000. Upon discovery of the breach,
the directors of the Company commenced a renegotiation of the
terms of these Guaranteed Notes payable of HK$36,617,000 with
Martin Currie. Subsequently, the Group obtained confirmation from
Martin Currie to waive the compliance of financial covenants up to

maturity date.

The Guaranteed Notes was redeemed on 31 May 2010 at
HK$38,171,000 which included the principal amount of the

Guaranteed Notes plus accrued interest.

Secured notes and unlisted warrants issued in
2007

Pursuant to a subscription agreement (the “Subscription
Agreement”) entered into between the Company and Martin Currie,
a substantial shareholder of the Company, on 14 June 2007, the
Company issued, and Martin Currie subscribed for, notes (the
“Secured Notes”) in the aggregate principal of HK$78,000,000 on
27 June 2007. The Secured Notes carry interest at a fixed rate of

10% per annum and are repayable by 27 June 2010.
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R-BZENFRTZEEREE

BIE A A F ELMartin Currie China Hedge
Fund L.P. ([Martin Currie ) R —ZTZT )\
FTARNBRIYZREHZE AQAE
1T Martin Currief| B RIEA RS A
31,200,000 T2 R ([HREFEEE]) -
BERZEBUNEEFEXISENE WA
R-_B—ZEA_+LAREE-BE
REBARRAG —BEERRER-

ERUBRY

RZZEZENF+ZA=+—H A5EEZ
[ BR T B 436,617,000 7T < FE 17 A #E 1R
SRZETUBRY - NERENBERE
AAREEBEHZ 536,617,000 7T 2 &
NBEERER 2 G EMartin CurrieE= 37
RHER -FE%  BEIHAAEEEIRSE
Martin CurrieZ BEFRIA TR G B <F W 54T o

AEFREEE38,171,00008 T (RIS
REBEZAGHEMNEAFNE)IR_T—F
FRHAZ=Z+—B®wHED-

Tif

I

R-ZZLFRTZRERRE
Rk EmRRER

BEBERARABEBRARAZ -—BREERR
Martin CurrieR ZZZ+F /XA +MHEE]
UxREHRE((REHBHE]) RZTT
+tFE XA =+ +tH ' AQFEITMMartin
CurriefR % #8 7K € % /378,000,000 7T 2
SR (TEEHRZR]) FEARRRERE
FEXI0EFBE WERZZT—TF A
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Secured notes and unlisted warrants issued in
2007 (continued)

In addition, on 27 June 2007, pursuant to the Subscription
Agreement, the Company issued, at zero consideration, to Martin
Currie 56,317,689 unlisted warrants of the Company conferring
rights entitling the holders to subscribe for up to HK$31,200,000 in
aggregate in cash for 56,317,689 new shares of HK$0.1 each of the
Company at an initial subscription price of HK$0.554 per share. The
warrants are detachable and exercisable within a period of two and
half years from 28 December 2007 to 27 June 2010. 56,317,689
of these unlisted warrants were exercised during the year ended 31
December 2009.

The Secured Notes was redeemed on 6 April 2009 pursuant to a
subscription agreement in relation to the issue of convertible bonds
(Note 30(a)) at HK$79,950,000 which included the principal amount

of the Secured Notes plus accrued interests.

Unlisted warrants issued in 2006

Pursuant to several subscription agreements (the “Other
Subscription Agreements”) entered into between Jackin Total
Fulfilment Services Limited (the “Issuer”), a wholly-owned
subsidiary of the Company, and certain independent third parties
(the “Subscribers”) on 28 December 2005, the Issuer issued, and
the Subscribers subscribed for , notes (the “Unsecured Notes”)
in the aggregate principal of HK$25 million on 24 March 2006.
The Unsecured Notes carried interest at a fixed rate of 10% per
annum, were unsecured and repayable by 23 March 2009. The
Other Subscription Agreements and the supplementary amendments
also provided that upon the receipt of proceeds from the final
award in relation to a legal claim by the Group up to the aggregate
principal amount of the Unsecured Notes outstanding together with
interest thereon from time to time, the Issuer should within 30 days
redeem the Unsecured Notes. Accordingly, the Issuer redeemed the
Unsecured Notes in full in June 2006 and a loss on redemption of
HK$3,407,000 was recognised in profit or loss in 2006.

R-BELEBRT2EERERE
NFELTRBRESR £)

i RZ2EFTLEFASAZ+FEH RIE
REWE A QR EE RMartin Currie®®
156,317,689 AR 7] Z 3F £ R AR #&
FRERBREFETRHAARERN  ATZ
NFREEEROS4B T NIBERE
56,317,689 AN~ Al AR E{EO. 1 T8 2 %1
% BNA £ & %331,200,0008 7T ° 25 R
i R 5 %ﬁ&ﬁf@:;ﬁ;ﬁtiJr:ﬁ!
—t+tN\BRE_ZT—ZFFA_F+tHIE
ﬁlﬂi#,ﬁﬁﬁaﬁWTTEOai_? TNE+Z
)EI:JF*EILtﬁfE' 56,317,68917 5% & 3F
R AE RS T EITE

ERHERE BB FTUBRERES (K
#£30(a) ) 40 B8 2 3R B 3 3% © $£79,950,000
BT (BREEERERZASBINEST
BIRZEZENFMOASNBER-

R-BERFRTZIELTRR
REE

BIEAR RN E—RE2EN B A FJackin Total
Fulfilment Services Limited ([Z£7T A |) &2
ETBUFE=H ([REAR-ZZZTRF
T A=+ NBARZZ2BIBERBE W ([H
fhREHZE]) RZBERF=A=+1T
B ZTABETHREANERBLER
©¥8/425,000,0008 T2 B& ([EERE
B  EERAERAEEE  REEFEE
0B 8 WERZTEZENF=A=-_+=
HATEE - KRB HE R RIS IR
T EASEBREBZEEREBEZHENE
B - T AZERICAANERERFEE  #
BZAMATEZBERERELASEE
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ETREANABHELERAZE ME
[0 2 E5183,407,0008 tER S FH
BEIRPRER -

2010 % | BEERERERAF

135



136

For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Unlisted warrants issued in 2006 (continued)

In addition, on 24 March 2006, pursuant to the Other Subscription
Agreements, the Company issued, at zero consideration, to the
Subscribers of 137,484,000 unlisted warrants of the Company
conferring rights entitling the holders to subscribe for up to
HK$17,872,920 in aggregate in cash for 137,484,000 new shares
of HK$0.1 each of the Company at an initial subscription price of
HK$0.13 per share. The warrants are exercisable within a period of

three years from 24 March 2006 to 23 March 2009.

72,234,000 of these warrants were exercised during the year
ended 31 December 2007 and the remaining 65,250,000 of these

warrants were exercised during the year ended 31 December 2009.

It is the Group’s policy to lease certain of its plant and equipment

under finance leases. The average term is 3 years (2009: 3 years).

Interest rates underlying all obligations under finance leases at

respective contract dates are ranging as follows:

Fixed-rate

Variable-rate @&t 2 H) =
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R-ZBEREFRT2Z2HILETRE
R (E)

N RZEZRNF=ZA=+WA - RIE
H i RIE R A AR EERREAET
137,484,000 AR B2 3F E M RARHERE -
ZERBREER THFE ARER  AIRY)2
REEERIIBIL UREREARQ
SRR E(EO0. 1745 7T 2 137,484,0000% %1 %
B4 £ &% E17,872,9208 T - % F BB
BEATEZEEAF-AZFTHAE=ZT
ENF=A=Z+=HIE=FHENITE-

HE - ZTT+E+-_A=+—"HILFE
A 72,234,00000 RAKKEE B -EATEE - B E
—TTAFEFT_A=+—BLEEERHKT
65,250,00017 R A% # 78 B &1 T{E -

AEBBRIBREREROEES TR
B E#zE PR AIF (ZTTNF:3
e

FERMEHEOATARBBINENES

MBEBNFZHELLT
2010 2009
—s-%F —EENF

2.80%-3.5% 2.80%-6.23%

- | 2.05%-3.13%



Amounts payable under finance leases

Within one year
In more than one year but not

more than two years

Less: future finance charge

Present value of lease obligations

Less: amount due for settlement
with 12 months (shown

under the current liabilities)

Amount due for settlement

after 12 months

1R
HBBIFE2ER

B BRBE

MAAEZRE

w128 A REE
FIE (AR

BENE5

Z
g

1218 A 1205 18 2 B #5008

215
BfE

For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

MEBQYET BN RE

Minimum lease payments

31/12/2010 31/12/2009
HK$'000 HK$'000
BEEAEMTR
—E-ZF —TENF
t=A=t+-8B +ZA=+-R
TERT FHT
1,384 7,129
191 1,264
1,575 8,393
(163) (642)
1,412 7,751

Present value of the
minimum lease payments

31/12/2010 31/12/2009
HK$'000 HK$'000
BEASNEZRE

—E-FF “ZEThE

+=g=+-8 +-A=+-8
FET T
1,228 6,592

184 1,159

1,412 7,751

N/A TE A N/A i@ A
1,412 7,751
(1,228) (6,592)

184 1,159

The Group’s obligations under finance leases are secured by the

lessor’s charge over the leased assets.

In 2009 and 2010, all obligations under finance leases are

denominated in HK$.

RNEE AR EWETIAHE AR LA

AEZERERR
R-EEAFR-F—FF FARAR

RIEPEG LB TTSIME ©
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

For the purpose of presentation in the consolidated statement of HEESUBRABRET 22 E & TE
financial position, certain deferred tax assets and liabilities have ERIBEERBEE THIE - U TRHH
been offset. The following is the analysis of the deferred tax BEMMNSEL 2 BEEHIBLHR DT

balances for financial reporting purposes:

2010 2009
HK$'000 HK$'000
—z-%% —TThE
FTHET FET
Deferred tax assets IRIEFLIE & 1,162 1,131
Deferred tax liabilities BET BB & (2,607) (7,568)
(1,445) (6,437)
The followings are the major deferred tax liabilities (assets) LTAEMARENFEANEERZEE
recognised and movements thereof during the current and prior BEREBEEE (BE) RHEE
years:
Accelerated Amortisation
tax Revaluation of of intangible
depreciation Tax losses properties assets Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
MEHRFHE BEEE WEER EREESRH @it
THT FTET THT FTET THT
Deferred tax rising from: EEREEELR:
At 1 January 2009 RZZZNFE—HF—H 6,681 (7,559) 1,338 4,945 5,405
(Credited) charged to profit or loss ~ B##&A (t A) 1k
(note 13) (PiEE13) (5,056) 6,428 - (712) 660
Charged to properties revaluation BYMEERBENR
reserve = = 372 = 372
At 31 December 2009 RZETNF
+=A=+—H 1,625 (1,131) 1,710 4,233 6,437
At 1 January 2010 RZZ-Z5—-A—H 1,625 (1,131) 1,710 4,233 6,437
Exchange realignment I 51 & = (31) = = (31)
(Credited) charged to profit or loss BBz A (FHA) Ak
(note 13) (PiEE13) (436) - - (2,815) (3,251)
Credited to properties revaluation ~— sFAMEEREFHEE
reserve - - (1,710) - (1,710)
At 31 December 2010 RZE-ZF
S =l 1,189 (1,162) = 1,418 1,445
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

At the end of the reporting period, the Group has unused tax
losses of approximately HK$312,664,000 (2009: HK$162,255,000).
In accordance with the accounting policy set out in note 4, the
Group has recognised deferred tax assets in respect of tax losses
of HK$5,910,000 as at 31 December 2009 and 2010. Deferred
tax assets have not been recognised in respect of the remaining
tax losses as it is not probable that future taxable profits against
which the losses can be utilised will be available in the relevant tax

jurisdiction and entity.

Tax losses of approximately HK$10,945,000 attributable to a
subsidiary in Hong Kong were cancelled during the year ended 31
December 2010 under the IRD’s profit tax assessment issued against

the subsidiary.

Tax losses of HK$52,156,000 (2009: HK$5,696,000) attributable to
certain subsidiaries in the PRC had an expiry period of five years.
The remaining tax losses of approximately HK$260,508,000 (2009:
HK$156,559,000) do not expire under current tax legislation.

At 31 December 2010, the Group has deductible temporary
difference of approximately HK$37,021,000 (2009:
HK$26,885,000). No deferred tax asset has been recognised
in relation to such deductible temporary difference as it is not
probable that taxable profit will be available against which the

deductible temporary differences can be utilised.

At 31 December 2009, the aggregate amount of temporary
differences associated with undistributed earnings of subsidiaries
for which deferred tax liabilities have not been recognised was
HK$1,064,000 (2010: nil). No liability had been recognised in
respect of these differences because the Group was in a position
to control the timing of the reversal of the temporary differences
and it was probable that such differences will not reverse in the

foreseeable future.

RBEBHR AEB2ADAREES
B #4312,664,0008 T (== N F:
162,255,000/ 7T )  IRIBMIF4PTE 2 &5
BR  AEERR_TSENFR_ZT-TF
+=A £+—55,910,000;‘%732%31’1,@%5‘%
BRELEHBEE BREFBHK A
ﬁélﬁ&?ﬁﬁﬁﬂa’&fﬁﬁ%ﬁmﬁﬁﬁﬁZJEHE

P 8t H BT IR B R R SR AR AR IR B E ©

BERBRSTHERABEEZFE
Bah BENBAREEHREERLY
10,945,000 TRBZE T —ZF+ A
=t+—ALFEEETFUEH-

ETHEMBELAEMGBREEISE
52,156,000/ 7T ( ZZ Z L4 : 5,696,000
Bor)  EmAEARF RERITHIE
4 N B I8 5 18260,508,000/8 7T (Z T 1,
% : 156,559,000 7T ) I 4% [ i ©

R-E—ZTF+_A=+—8 A%£EA
HRCE B = E 4 A37,021,0008 70 (= F
T L5 £ 26,885,000/8 7T, ) © % A] H1R E R
FERE - B E AT BE R FE AR B A AT A HE
HREREZETEEA QNI ERERE W
ZIERERBEE -

RZZTAF+_A=+—8 HAER
BEEHIEEEZHERRADERTIEE
WE R EEEA £51,064,0008 7T (= —
TF ) o (RPN SR E B 2R B B Ay
BoRE MZzEZREHNAT R RS
BRE AUTERZSEEHEREE-

&
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

The Group operates a Mandatory Provident Fund Scheme (“the MPF
scheme”) under the Hong Kong Mandatory Provident Fund Schemes
Ordinance for employees employed under the jurisdiction of the
Hong Kong Employment Ordinance. The MPF scheme is a defined
contribution retirement plan administered by independent trustees.
Under the MPF scheme, the employer and its employees are each
required to make contributions to the plan at 5% of the employees’
relevant income, subject to a cap of monthly relevant income of

HK$20,000. Contributions to the plan vest immediately.

Pursuant to the regulations of the relevant authorities in the PRC,
the subsidiaries of the Group in this country participate in respective
government retirement benefit scheme (the “Scheme”) whereby
the subsidiaries are required to contribute to the Schemes to fund
the retirement benefits of the eligible employees. Contributions
made to the Schemes are calculated based on certain percentages
of the applicable payroll costs as stipulated under the requirement
in the PRC. The relevant authorities of the PRC are responsible for
the entire pension obligations payable to the retired employees. The
only obligation of the Group with respect to the Scheme is to pay

the ongoing required contribution under the Schemes.

The employees of the Company’s subsidiaries in other jurisdictions
are members of state-managed retirement benefits schemes
operated by the government of the respective jurisdictions. The
subsidiaries are required to contribute a specified percentage of
their payroll costs to the retirement benefits schemes. The only
obligation of the Group with respect of the retirement benefits

schemes is to make the specified contributions.

During the year, the Group made retirement benefits scheme
contributions totalling HK$751,000 (2009: HK$913,000). At the

end of the reporting period, there are no forfeited contributions.

GUOJIN RESOURCES HOLDINGS LIMITED | Annual Report 2010

AEBRBEBARGMERE S EE -
BIREEBREGIZEZEEEFEE
MRS E ([RESTE]) -BESs
B HBIEEAEE 2 EREMEZORKE
gl RiFaEetE EXREEESAE
REBZBBRAZ5%IELER - LT
R & A4 A20,0007% 7T & £ R o @5 El1E
MRS R EB A

RIBEFEEREE LR AEEEZEZ
f@ AR 2 EE HRAR KRGS ([
sHEIL) 3k B A RZA R B FUA
BHAERER ZRKEH - RXTEIF
2 HRTIAR B BB E P AR E 2 8 A #
EZETAOLAHE -PEZEBRET
BRENTRAEBRZEZMERSEE-
AEBEZAE 2B ERBELE

XNBETEZ MR-

REMBIZERZARAMBAR ZEER
REERDAE R R E 2 BREERNK
FHEIZ KB - B 2 AR KE G Bl
HEERNZEEHFEZBEBDLLER
AREBHRABME Z2E—TENELY

R RE R

RER REBELRIKEMNGTEHRKE
+751,0008 7L (ZZFZ L : 913,000
JC) o R BRI R - BT ) 8 U Bt SR o



(a)

For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

On 6 April 2009, Ugent Holdings Limited (“Ugent”), a wholly-
owned subsidiary of the Group, issued to an independent
third party a convertible bond at a nominal value of
HK$177,000,000 (“Ugent CB"”). The Ugent CB is denominated
in Hong Kong dollars. The Ugent CB entitles the holder to
convert it into ordinary shares of Ugent at any time between
the date of issue of the Ugent CB and its maturity date on
6 April 2012 at an initial conversion price of HK$41,300 per
share, subject to adjustments. If the Ugent CB has not been
converted, it would be redeemed on 6 April 2012 at the
nominal value. Interest of 12% per annum will be paid semi-

annually on every 31 March and 30 September.

Ugent can early redeem the Ugent CB after one calendar
year from the issue date at a redemption price equal to the
applicable early redemption amount predetermined in the
Ugent CB agreements, which is an amount equal to the
principal amount of the Ugent CB plus any accrued and unpaid
interest. The bondholder can request Ugent to early redeem
the Ugent CB at any time upon the occurrence of a change of
control in Ugent, at a redemption price equal to the applicable
early redemption amount predetermined in the Ugent CB
agreements. In the opinion of the directors of the Company,
the Group can maintain control in Ugent throughout the
period until Ugent CB’s maturity date, Ugent CB is classified as

non-current liability.

RZTZERFNARNB AERZ2
& [f{ B8 A "]Ugent Holdings Limited
(TUgent |) - M —MBLE=H T
M {8177,000,000/% 7T 2 7] 4 % f& 2
(TUgentA] #R &% |) ° Ugentr] &
P& & 73 79 LA & JT 51| {8 ° Ugent ] #2 A%
B T8 ARSI R TUgent Al
BRESFEERER-_TE—=-FTA
N BIE R B 2 A AR SR
B 1741,300/8 702 ] 5 A fE (A F
AR BHE B AUgentE @ - W&
Ugent TR EH RIE R IR - AR =
T-——_FMAANBEREMBERER-12E
FEREHER=A=+—HBRAA=+ARH
B¥ELIN—K-

Ugentr] 21T A B ST — B £ 21
ERUgentAl IR E S AT L EE
Z AR FER SR (SR Ugentr] iz
MRAEFH 2 28 & M0 E AT BT R AR A5 A
B &%) BERERTER Ugentd]
BIRE S o i EHFFE AR R UgentiF
B A B AT R - 25k Ugent
REMUgent A RIRE F HETE L E
EZHEMREBEOSE 2 EOERS
FEE Ugent Al IR (ESH - R AR EZEER
A RNEBE R ZAE B E Ugent A #8
MR MEZ B8 B 45 Ugent 2 15 i 4 -
it - UgentAIA IR B A 1R SRS R IER B
BfE-
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

(a)

GUOJIN RESOURCES HOLDINGS LIMITED | Annual Report 2010

(continued)

The Ugent CB contains three components, liability component,
conversion option derivative and early redemption option. The
conversion option derivative and early redemption option are
measured at fair value with changes in fair value recognised in

profit or loss.

The fair value of the liability component was calculated as
the present value of the coupon interest payments and the
redemption amount. The effective interest rate of the liability
component is 12.1%. The embedded conversion option
represents the fair value of the bondholders’ option to convert
the Ugent CB into equity of Ugent, but the conversion will be
settled other than by the exchange of a fixed amount of cash
or another financial asset for a fixed number of Ugent's own
equity instruments. The fair value of the embedded conversion
option and Ugent's early redemption option were determined
using Trinomial Option Pricing Model and the inputs into the

model at each respective date were as follows:

(#&)

Ugentrl M IREH B2 =EZ 5 - A&
EEy EBRETETARERER
B -EMETET AR
BEEUAABEFEMAAEELZ
gHEEBEPER-

BEHH 2 AR EBEREREFENMAR
RERERLSEE TEEaERS
FTAZERMEBI2AE - BRARXE
B ES A A Ugentr] # A &
A& BUgentlR AN 2B Z AR
BE WERE AT ER S M
BEERBE AUgent R 2 AT A
PASNZ Eofth 75 AEE - ] AR B0
RUgentiZ R EE#E 2 AR EEEA
SEARREEERAEE REHR

/I

b

Embedded conversion option AR ERE
Conversion price AR (&

Stock price A% (&

Volatility IS

Dividend yield iR B &

Option life (years) HAE ] (&)

Risk free rate

B LR A &

ARK 2 BURIAT
At 6 April At 31 December
2009 2009
R=BENF R=BENEF
MAXH +=—A=+—H
HK$41,3007% 7T -
HK$41,3007% 7T HK$1,812/8 7T
87.14% 92.61%
0% 0%
3 2.26
1.248% 1.50%



(a)

For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

(continued)

Early redemption option REEDE
Stock price A% (&

Exercise price 1T1EE
Volatility RN

Dividend yield iz B =

Option life (years) HESHE ()
Risk free rate 1 3 e ) =

As Ugent has net liabilities and incurred loss for the year ended
31 December 2010, it is not optimal for the Ugent CB holder
to convert Ugent share at the conversion price of HK$41,300
per share. Since the conversion option is extremely out of the
money, the fair value of embedded conversion option becomes

Zero.

As Ugent has net liabilities and incurred loss for the year ended
31 December 2010, it is not optimal for the Company to early
redeem the convertible bonds. Thus, the fair value of early

redemption option becomes nil.

(&)
At 6 April At 31 December
2009 2009
R-ZZZENE R-ZEZNE
mANH +=A=+—H

HK$180,319,17087C  HK$160,071,7847% T
HK$177,000,0008 7  HK$230,100,000/% 7T

41.47% 31.20%
0% 0%

3 2.26
1.248% 1.50%

HREBEE-_ZT—ZTF+ _HA=1+—
HIEFEUgentli B FBBERELE
1B - #Ugent IR E AR B AAEIKR
AR B41,3007% JT # #Ugenth 7 I
TREEER ARNEBREAS R
Be MmARNEREZ ARBER

S
=

ARBE_FT-—FF+-_A=1—
A 1k B Ugentf B ¥ A & R E £ 5
B AR F iR PR E AR E 2
TRRERRE - A - 12 F BB AT
EHZAABERT -
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

(a)

(continued)

The movement of the components of the Ugent CB during the

year is set out below:

Principal amount at the
date of issue

Imputed interest expense
arising from initial
recognition

Loss (gain) arising on
changes in fair value on

initial recognition

Fair value at date of issue

Transaction costs

Imputed interest expenses

Interest paid

(Gain) loss arising on
changes in fair value

At 31 December 2009

Imputed interest expenses
Interest paid

Interest accrued

Loss arising on changes in

fair value

At 31 December 2010

RBETRBRZASH

NEHERELEZHEE
MBRAX

DNEERE DR EES
BELE 2 EIE
(Wras)

RETHHZ R
HHERX

EENEIPSS

ARABEEHELEZ
(Yezs) B8

REE

Jﬂﬁrﬂ =)
AREEEHEEZ
&8

Liability
component
HK$'000
BEHD
FTHET

177,000

3,319

180,319
(5,090)
15,925

(10,502)

180,652
21,796
(10,620)
(10,620)

181,208

None of the Ugent CB had been converted into ordinary shares

of Ugent during the year (2009: Nil).
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Ugentr] # i (& 25 &

HWT

Embedded Early
conversion redemption
option option
HK$'000 HK$'000
BAXERE REREE
FET FET
69,139 (54,288)
69,139 (54,288)
(69,139) 41,831
= (12,457)

= 12,457

RERNZ S

177,000

3,319

14,851

195,170
(5,090)
15,925

(10,502)

(27,308)

168,195
21,796
(10,620)
(10,620)

12,457

181,208

FR(ZEZNF:T) B &EUgent
AR ESFEEER BUgentE i@
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(b)

For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

On 9 September 2009, the Company issued to an independent
third party a convertible bond at its nominal value of
HK$50,000,000 (the “CB"”). The CB is denominated in Hong
Kong dollars. The CB entitles the holder to convert it into
ordinary shares of the Company at any time between the date
of issue of the CB and its maturity date on 8 September 2011
at an initial conversion price of HK$0.25 per share, subject to
adjustments. If the CB has not been converted, it would be
redeemed on 8 September 2011 at its nominal value. Interest

of 15% per annum will be paid on maturity.

The CB contains two components, liability and equity
elements. The equity element is presented in equity heading
“convertible bonds reserve”. The effective interest rate of the

liability component is 21.6%.

RETHRZ AL

Principal amount
at the date of issue

B BERBITRAR

Less: direct issue costs

EE M B RAX

Imputed interest expenses

At 31 December 2009 RZZEZNEF

Imputed interest expenses
Interest accrued

Converted into ordinary shares

At 31 December 2010 R-_ZE—ZFF+_A

(b)

Liability
component
HK$'000
=i ¢
THET

45,580
(192)

45,388
3,063 =

48,451
6,128 =
(7,029) =

(47,550)

RZZTZAFENANB  RNARZRE
{B50,000,000/% 7T 7] %8 37 58 = 75 84T
AR ES ([AHRRES]) AR
BHEUB T E - AR ESE T 5
BEAEFNRAIRRESZTEEHES
HE (ZZ2——FNAANE) A
BR ) 2 R E B R0.25% 7T (A] T
%) KA REF KSR A R E
AR o fid AT 3R AR 35 N0 A ¢ - R AT
RZE——FNAN\BEEEERD-
REFERISEFTE 2 M SAG P B BB
XAt

13

Equity
component
HK$'000
BEBD
TAT

4,401 52,852
6,128
(7,029)

(4,401) (51,951)

2010 % | BEERERERAF



146

For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

(b)

(continued)

On 15 March 2010, 18 March 2010, 9 August 2010, 19
August 2010 and 29 September 2010, CB with an aggregate
principal amount of HK$50,000,000 were converted by the
then bondholders into 200,000,000 new ordinary shares of the
Company of HK$0.10 each at a conversion price of HK$0.25
per share. The difference of approximately HK$31,951,000
between nominal value of the ordinary shares issued and
then aggregate carrying amounts of the liability and equity
components of the relevant convertible bonds at the dates of
conversions was transferred to the Company’s share premium

account.

None of the CB had been converted into ordinary shares

during the year ended 31 December 2009.
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Authorised:
Ordinary shares of $0.10 each

At 1 January 2009 and
31 December 2009

Increase on 8 December 2010

At 31 December 2010

Issued and fully paid:

At 1 January 2009

Share issued under share option
scheme

Share issued on exercise of
warrants

Issue of subscription shares

At 31 December 2009

Share issued under share option
scheme

Share issued on conversion of
convertible bonds

Issue of subscription shares

At 31 December 2010

For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

SRITRHMRE:
R-FEFTh&—H—H
RIBBAE IR ITZ RN

110 R A RE A8 1 3% 17 2 A fn

éféf]’nuﬁ%HXf

R=TTNE
+=A=+-8
IR IR 5T B B 15
Bt
WRARBRESRIT2
Bt

TR

[1 W
i Y
[ >

‘Eg
|
NH
NH

T4
+—

—+
||
\I\

Number of
shares Amount
Notes ‘000 HK$'000
. BHEE %%E
Bt & T B% FAT
2,000,000 200,000
(a) 2,000,000 200,000
4,000,000 400,000
798,787 79,879
(b) 13,744 1,374
(c) 121,568 12,157
(d) 159,000 15,900
1,093,099 109,310
(e) 652 65
(f) 200,000 20,000
(9) 210,000 21,000
1,503,751 150,375
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Notes:

(a)

Pursuant to an ordinary resolution passed by the shareholders
at the special general meeting held on 8 December 2010, the
authorised share capital was increased from HK$200,000,000 to
HK$400,000,000 by the creation of an additional 2,000,000,000
ordinary shares of HK$0.10 each which rank pari passu with the

existing shares in all respects.

On 11 September 2009, 13,744,000 shares options were exercised
to subscribe for 13,744,000 ordinary shares in the Company at an
aggregate consideration of HK$2,172,000 of which HK$1,374,000
was credited to share capital and the balance of HK$798,000
was credited to the share premium account. HK$1,319,000 was

transferred from the capital reserve to the share premium account.

During the year ended 31 December 2009, warrants were
exercised to subscribe for 65,250,000 ordinary shares at an
exercise price of HK$0.13 per share and 56,317,689 ordinary
shares at exercise price of HK$0.554 per share, respectively.
The total consideration amounting to HK$39,682,000 of which
HK$12,157,000 was credited to share capital and the balance
of HK$27,525,000 was credited to the share premium account.
The equity component of the warrants of HK$2,729,000 was

transferred from the capital reserve to the share premium account.

On 11 February 2009, Sun Union Enterprises Limited (“Sun
Union”), a substantial shareholder of the Company, entered
into a placing agreement and agreed to place a maximum of
80,000,000 existing shares of the Company at HK$0.3 per share
to certain independent third parties (the “Placing”). Sun Union
also entered into a subscription agreement with the Company
and agreed to subscribe a maximum of 80,000,000 new ordinary
shares of HK$0.10 each in the share capital of the Company at
the subscription price of HK$0.3 per share (the “Subscription”).
The subscription price of HK$0.3 representing a premium of
approximately 9.09% over the closing market price of the

Company'’s share on 10 February 2009.
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F3200,000,0007% 7T $% Z400,000,0005%
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

(continued)

Details of the Placing and the Subscription are set out, inter alia, in
the announcement of the Company dated 11 February 2009 and
24 February 2009. The subscription was completed on 19 February
2009 and 24 February 2009, and 50,000,000 new shares at the
subscription price of HK$0.3 per share were allotted and issued
to Sun Union on 24 February 2009. The net proceeds from the

subscription were used as general working capital of the Group.

On 21 May 2009, the Company entered into another subscription
agreement with Mr. Chan Ping Che (“Mr. Chan”), an independent
third party, and pursuant to which Mr. Chan has agreed
to subscribe for new shares to be issued by the Company.
Accordingly, 109,000,000 new shares at the subscription price of
HK$0.195 per share were allotted and issued on 29 May 2010.
The subscription price of HK$0.195 representing a discount
of approximately 18.75% to the closing market price of the
Company’s share on 30 April 2009. The net proceeds from the

subscription were used as general working capital of the Group.

On 11 May 2010, 652,000 share options were exercised to
subscribe for 652,000 ordinary shares in the Company at an
aggregate consideration of HK$512,000 of which HK$65,000
was credited to share capital and the balance of HK$447,000
was credited to the share premium account. HK$177,000 was

transferred from the capital reserve to the share premium account.

(d)

(&)
FHREFERERRABEHRZABE IR
RN(ERBE)AR TENEFEZ
At+—BER-_ZEZAF-_A-_+WAT
B2 R -BBERCR_TTNLEF

A+tABER=ZZEZANF-_A=-+HAR
F - 50,000,000/ TIRH B R =TT
NE—A=+m Elﬁzﬂxo.?)%ﬁzwu\ﬁ%
B R0 % & 21T F Sun Union ° REEEIBFT
BRIBFHEEAEAEE —REEE

K

R-_ZETZNFRA-+—H AAQRHE
BUE=ZRRELE([BREED)ET
VB —HRBEGE B RELEERE
RERBEARB BT 2RO Bt
109,000,0008% 51 i 15 B, T —ZF
AAZTNBRER0.1958 T 2 R
BRR 3 R 31T - REEE0.195B TR AR

ARMHR-ZTTNFMA=F+RHZHKT
BHTEA18.75% - REFIE 2 FT55IE
FHEAERAEBZ —REEES -

R=-—ZT—Z&AA+—H" 652,000
B AR B BT LASR BB AR A B]652,000
B&EimAR - (8 A512,000% 7T - A
65,000 7T ABRAS « il #4%8447,000/%
Toat ARRIDEERR © 177,000 TERE
NEFEEBERD ER-
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

During the year ended 31 December 2010, convertible bonds
amounting to HK$50,000,000 were converted into 200,000,000
ordinary shares of HK$0.10 each at the fixed conversion price of

HK$0.25 per share (Note 30(b)).

On 13 January 2010, the Company entered into a subscription
agreement with certain independent third parties, and pursuant to
which the independent third parties agreed to subscribe for new
shares to be issued by the Company. Accordingly, 210,000,000
new shares at the subscription price of HK$0.95 per share were
allotted and issued on 21 January 2010 (the “2010 Placing”).
The subscription price of HK$0.95 representing a discount
of approximately 19.5% to the closing market price of the
Company’s share on 12 January 2010. The net proceeds after
share issue expense of HK$193,515,000 from the 2010 Placing
were used for payment of refundable deposit for the acquisition of
the entire issued share capital of SE Metal Resource Corp. and the
preliminary expenses on the related due diligence and evaluation
exercise. Details of the 2010 Placing are set out, inter alia, in the

announcement of the Company dated on 14 January 2010.

All shares issued during the years ended 31 December 2010 and

2009 rank pari passu with the then existing shares in issue in all

respects.

The Company has a share option scheme which was adopted on 12

June 2004 whereby the directors of the Company are authorised,

at their discretion, to invite employees of the Group, to take up

options at nominal consideration to subscribe for shares of the

Company.
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The total number of shares which may be issued upon exercise of
all options to be granted under the scheme shall not in aggregate
exceed 10% of the total number of shares in issue as at the
date of approval of the scheme, unless the Company obtains a
fresh approval from its shareholders. Notwithstanding this, the
maximum number of shares which may be issued upon exercise
of all outstanding options granted and yet to be exercised under
the scheme shall not exceed 30% of the total number of shares in
issue from time to time. The total number of shares issued and to
be issued upon exercise of the options granted to any individual
in any 12-month period shall not exceed 1% of the total number
of shares in issue at any point in time, without prior approval from
the Company's shareholders. Options granted to any individual
who is a substantial shareholder of the Company or independent
non-executive director or any of their respective associates in the
12-month period up to and including the date of such grant in
excess of 0.1% of the Company’s share capital at the date of grant
or with a value in excess of HK$5 million must be approved in

advance by the Company’s shareholders.

Options granted must be taken up within 28 days of the date of
grant upon payment of HK$1 per grant of options. Options may
generally be exercised at any time during the period after the
options have been granted, such period to expire not later than 10
years after the date of the grant of the options. The subscription
price for shares will not be less than the higher of (i) the closing
price of the Company’s shares on the date of options granted,;
(ii) the average closing price of the Company’s shares for the 5
business days immediately preceding the date of options granted;
and (iii) the nominal value of the Company’s shares. There is no
minimum period for which an option must be held before it can be

exercised.

RIRET BT AL 2 FT A BB AR A N AT (E
BAREEIT RO B BRIEAR QARG
HRR 2 St TAIT A BER
HEEBERITROBEZI10% - BEW
b AR RET B LB RITEZ ATA B R R
RITEBITREETZHRERMHEE T
BB EBEITROLEZ30%  REM
1218 A BRI R A £ 2 B AR AT
FREBTRETFETZRHBE  EX
=R AN A R - ] BB T A B
BMEBTROAEZ1% REZRHER
B (B4EZA) E12{E A AT A
RAREBERBE B IENITEZ KM
BESBZHEATRLBRAARARE
& B IR 20.1%3K (B 8 # 185,000,000
BT ERE BEASEERARAREL
i

REZBREARKHE AL28ARNE
X YRBRAREZEREIN BT B
Pt — R A R AR 1R 2 B A BE
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BZR10F @i - BRI RBBEER TS ER ()X
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Details of specific categories of options are as follows:

2005

2005

2007

2007

2010A

2010A

20108

20108

2010C

2010C

Date of grant
RHBEH

25 January 2005

e S R o =

3 May 2007

“TTLEEAZA

29 January 2010

—E-FEF—-HF=+NH

29 January 2010

—E-TFE-A-+NH

29 January 2010

~F-FF-A-thA

Vesting period
BEEH

29 January 2010 -

28 July 2010
“T-TF-A-tNAZR
—E-ZELA-NA
29 January 2010 -

28 January 2011
—F-TF-A-tNBZ

ERBRBHERRNZFBENT

Exercised period
TR
25 January 2005 -
24 January 2015
—EERE-AZ+HAE
—Z2-Af¥-AZ+mH

3 May 2007 -
2 May 2009

~“PRLFEA=AE
—ZTNFRAZH

29 January 2010 -

28 January 2012
—E-TFE-A-TNHAE

S Ik WANE
29 July 2010 -

28 January 2012
—E-TELAZTNAE

—E—_f-AZ+)N\H
29 January 2011 -

28 January 2012
—E——%-AZ+NHE

Exercise price

TEME

HK$0.158

0.158 7T

HK$0.293

0.293# 7T

HK$0.786

0.786/8 7T

HK$0.786

0.7867 7T

HK$0.786

0.786/8 7T

—E——%—-HZ+/\H —E-——&#—HA=-+/\H

R-_ZERF—A_+RAR_ZTTLF
TA=ZARLZEREZAABETRA
MOR—SRMBAEEBEEAFE - K=
Z-ZF-A-thAREZEREZA
ARBEDRB=EHETERNAGFHE-

The fair value of share options granted on 25 January 2005 and 3
May 2007 were calculated using the Black-Scholes option pricing
model. The fair value of share options granted on 29 January 2010
was calculated using The Trinomial option pricing model. The inputs

into the model were as follows:

ZRAZBABENT :

2010A 20108 2010C 2007 2005

(note i)
2010A 2010B 2010C 2007 2005

(W)
Fair value at measurement date R ERHZARER HK$0.2717%87  HK$0.27287T  HK$0.272i87T  HK$0.097%87c  HK$0.0967 7T
Stock asset price BRNEEER HK$0.750%87c  HK$0.750% 7T  HK$0.750870  HK$0.280% 7 HK$0.1580% 7T
Exercise price I8 HK$0.786/87c  HK$0.7868 T  HK$0.7867870  HK$0.293%8 7 HK$0.1580% T
Expected volatility B i 69.80% 69.80% 69.80% 96.77% 72.00%
Expected life BAERA 2 years’F 1.5 years’ 1 year’s 0.5 yearF 5 years‘F
Risk-free rate BRI E 0.530% 0.530% 0.530% 0.990% 2.801%
Expected dividend yield BHRS % 0% 0% 0% 0% 0%
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ARE MR RM

32.SHARE OPTION SCHEME (continued)

Note:

For the year ended 31 December 2010 HEZE_-F—FF+-F=+—HIFE

32. BB IR RE ST & ()

(i)  Share options granted on 3 May 2007 were revalued on 2 May

2009 when the directors approved to extend exercise period of

the outstanding 23,650,000 options by one year. Accordingly, the

options were revalued using new parameters as a result of the

increased expected life in accordance with HKFRS 2.

The expected volatility was based on the historical volatility of the

Company’s share price over the previous ten years. The expected

life used in the model was adjusted, based on management’s best

estimate, for the effects of non-transferability, exercise restrictions

and behavioral considerations.

The following table discloses movements of the Company's share

options held by directors and employees and during the year:

i3 :

() BAR-_ZTTLFRAA-BAERLNER
R ZETNFREA_AEEMREL
$23,650,00017 & A 17 5 i A #E A9 17 {52
H—FRESEM[H - BEBSUBREE
BIEE25% - RATEAF A I Mz 5 HE
RIETERNBE T AE M-

R R A A TR ER A+ E
P2 AR B IR A R - IR
53t T - R FT A 2 BEHEE
TAHRE TERHRTARELY
TR

ENEEREEHA AR ABBREL S
PR TRHE

Outstanding at Granted Lapsed Cancelled Exercised Outstanding at
1 January during during during during 31 December
2010 the year the year the year the year 2010
‘000 ‘000 ‘000 ‘000 '000 ‘000
RZB-2F RZB-2F
-B-H +ZA=t-8H
LB REARY RERXH REREH RERTE LESHd
T T T T T T4
2005 2005 245 - - (52) - 193
2010A 2010A - 69,140 - - (652) 68,488
20108 20108 - 4,500 - - - 4,500
2010C 2010C - 6,000 - - - 6,000
245 79,640 - (52) (652) 79,181

Exercisable at the end of REBEBRATE
the reporting period 73,181
Weighted average exercise price: MEFHTHEE: HKS0.1580% %2 HK$0.7860% 72 - HKSO.1580%T  HKS0.7860:7T HKSO0.7845% 7

2010 % | BEERERERAF
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For the year ended 31 December 2010 #HZE - ZE—FF+ -—F=+—HIFE

32.SHARE OPTION SCHEME (continued)

32. BRESE (2

QOutstanding at Granted Lapsed Cancelled Exercised  Outstanding at
1 January during during during during 31 December
2009 the year the year the year the year 2009
'000 '000 '000 ‘000 ‘000 '000
RZZZHE RZZENE
-B—H +:ﬂ E‘\'_ B
HALTE RERRH REAKK REATH REATTE HATTE
T T T4 T T T
2005 2005 14,089 = = (100) (13,744) 245
2007 2007 22,250 = (22,250) = = =
36,339 = (22,250) (100) (13,744) 245

Exercisable at the end of REEBHRATHR
the reporting period 245
Weighted average exercise price: T HITHE: HK$0.2407:5 7T - HK$0.29307TC  HKSO.1S80TT  HKSO.1580% 7T  HKS$0.1580%

The weighted average share price for share options exercised

during the year was HK$0.7860 (2009: HK$0.1580). The options

outstanding at 31 December 2010 had a weighted average exercise

price of HK$0.7845 (2009: HKO0.1580) and a weighted average

remaining contractual life of 1 year (2009: 5 years).
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Terms of unexpired and unexercised share REBERRZKRERERITEE
. . . =5
options at the end of the reporting period I A 2z 1 R
2010 2009
Number Number
Exercise price —E2-ZF —TTNF
TEE A #A
HK$ '000 '000
B3 Fi F4
Exercised period TEHE
25 January 2005 to 24 January 2015 —ZEERF—A-_+HABZE
—hE—-HAZ+WMA 0.158 193 245
29 January 2010 to 28 January 2012 —ZT—ZF—F -+ HAHZE
—F-——%—-A=tN\H 0.786 78,988 -
79,181 245
The Group recognised the total expense of HK$21,483,000 (2009: HEZ TFE+_A=1+—HLEFE"
Nil) for the year ended 31 December 2010 in relation to share $‘§lEEfK&T?ﬁZ%HX%EEM%EEﬂ
options granted by the Company. %21,483,0008 L (ZZETNF &) o
Compensation of key management personnel FTEEBEABE ZHRMH
The remuneration of directors and other members of key EERHEMFEFZEEREXERENZ F
management during the year were as follows: U
2010 2009
HK$'000 HK$'000
—Z2-ZF —TTAF
FERT FHET
Short-term employee benefits EHEB R 13,618 12,811
Post-employment benefits BH B8k 42 A 47 52
Equity compensation benefits % 7S 3 P e ) 3,528 =
17,193 12,863
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Other related party transactions

Other than the amounts due to related companies and directors
as disclosed in note 24, the Group entered into the following

transactions with related parties:

During the year ended 31 December 2010, the Group paid rentals
to Chan Siu Chu, the mother of a director of the Company, namely
Ho Yin King, Helena (“Ms. Ho"), amounting to approximately
HK$235,000 (2009: HK$282,000). As Ms. Ho resigned on 29
October 2010, the rental to Chan Siu Chu disclosed in this

paragraph was calculated up to the date of resignation of Ms. Ho.

During the year ended 31 December 2010, the Group paid
commission to Titron, in which Mr. Yip being the common director,
amounting to approximately HK$1,516,000 (2009: HK$475,000).
Mr. Yip appointed as the executive director of the Company on 31
July 2009.

Disposal of 100% equity interest in Jackin
Accessories Industrial Company Limited and its
subsidiaries

On 23 November 2009, the Group entered into a conditional sale
and purchase agreement with Zhe Wei Limited, an independent
third party, to dispose of the entire equity interest in Jackin
Accessories Industrial Limited (“Jackin Accessories”) and its
subsidiaries including Prince Diamond Co., Limited and Sky City
Macao Commercial Offshore Limited (collectively referred to as the
“Jackin Accessories Group”) for a consideration of HK$60,000,000.
Upon completion of the disposal on 31 December 2009, the Group

ceased to hold any equity interest in Jackin Accessories Group.

For the period from 1 January 2009 to 31 December 2009,
Jackin Accessories Group contributed turnover of approximately
HK$35,934,000 and loss of approximately HK$3,477,000 to the

Group from its operations.
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HE-_ZT—ZTF+_A=1+—HIEFE
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RARBRAHR (XL 28H &
F #49235,0005 7T (= F Z S 4 : 282,000
BL) ARAZETER_ZET—ZTF+ A
ZHNBABE MABRMEEZ N TR
LBz EEEMNZ TEERRE-

HE-_ZT—ZTF+_A=1+—HIEFE
A AEE R Titron (ELXEAHARES)
X 1A% 491,516,0008 T (Z TN
475,000/ 7L) cBEEER=ZTZENF LA
=+ —BEEEARARNITES-

H £ A Jackin Accessories
Industrial Company Limited }
HHBE AT 22 IBRRE

RZBENF+—A=+=B A5EHH
Y 8 =7 Zhe Wei Limitedz] 3 —IE A f§
HEE W S R Jackin Accessories
Industrial Limited ([Jackin Accessories |)
K HHE QA (8FEPrince Diamond Co.,
Limited Ko R 30 8 P B 7= 2 22 IR 7S B[R 22 &)
(478 5 [ackin Accessories®£@]) ) 2 &
PR #E - X 1E/560,000,0008 L - R=TF
NEF+—A=+—HAERBEFTEE K
EERBRE AR ackin Accessoriest B 7
E AT AR # o

E-ZENF—A—HEZZTZThEF+=
A=+—H1EH M Jackin Accessories
CEEKEXEBRNASEERMEERED
35,934,000/ 7T N E5 18 493,477,000 7T ©



Disposal of 100% equity interest in Jackin
Accessories Industrial Company Limited and its

subsidiaries (continued)

For details, please refer to the announcement of the Company

dated 23 November 2009.

Net liabilities disposed of:
Amounts due from group companies
Trade and other receivables
Bank balances and cash
Amounts due to group companies

Trade and other payables

Waiver of loans granted by group companies

Loss on disposal

Total consideration

Satisfied by:
Cash consideration
Consideration receivable for disposal of

subsidiaries (note)

Net cash outflow arising on disposal:
Cash consideration

Bank balances and cash disposed of

Note:

For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

4 £ M Jackin Accessories
Industrial Company Limited }

HBEARZZERE (2)

BB F2HARRABEHR TN

F+—RBZt=B2ZRffe

HERBERE:

€ SEIVNGIE/ O
B 5 N H Al R U RIR
RITH/BEA S
ANESEINCIE /O
g5 K E A RN IR

SERRARLZERRR
& B 18

mRE

ATEIT7 A AT
BENE

6 B B8 A B FE U AR (B
(&)

HK$'000
THET

165,522

79,005

973
(244,136)
(2,304)

(940)
78,614
(17,674)

60,000

40,000

20,000

60,000

HEMELEZR SR FR:

ReE
HEZRITEBRRRS

The consideration receivable was secured by the issued ordinary shares

of Jackin Accessories, and the pledge was released subsequently upon

the settlement of the outstanding balance by Zhe Wei Limited. The

amount of consideration receivable was fully settled on 8 January 2010.

40,000
(973)

39,027

B o

JE U A {2 T LA Jackin Accessories Z B 2%
TEBAREE R - T ZIBRFERE RN Zhe
Wei Limited)5 8 7 (8 8 45 88 12 1 AR BR
ZEBKREBELEER=_Z—ZTF—AN
BAESE -
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For the year ended 31 December 2010 #HZE - ZE—FF+ -—F=+—HIFE

34. DISPOSAL OF SUBSIDIARIES (continued)

35.

The disposed group contributed approximately cash inflow of
HK$29,782,000 in respect of operating activities and cash outflow
of HK$20,681,000 in respect of financing activities for the year
ended 31 December 2009.

DEREGISTRATION OF SUBSIDIARIES

During the year ended 31 December 2010, the Group deregistered
a total of eight wholly-owned subsidiaries, namely Cheson Magnetic
Limited (“Cheson Magnetic”), Creative Information Technology
(Shanghai) Co. Ltd. (“Creative Information”), Dandong Afex
Print Image Ltd*. (“Dandong Afex”), Dalian Hongyunda Trading

34 HEWB 2T (#)

35.

HE_ZEZANFE+_A=+—HILEE"
FlEEEREEEBEMBRSRARRT
BMEFEE IR SR 5 5 4929,782,000
778 520,681,000 7T °

ALK E QA

BE-TTFI-A=+—RILEER"
AREEH M2 ANEAR B
BERAF (RHEE)) AREANR
(18) BRAR (TAIMAR) - AEAHE

RATENFEM AR AR ([FRAHmLR]) - K
EREEESERAR ([KREREE]) &
AR BHE AR AR RSN AR ([1B
FHBFE])  FYEREAERBR AR
(DRYEREE]) RYImHaBREEES
MR aal ([FrieEERE]) &Super World Inc.
([Super World |) »

Company Limited* (“Dalian Hongyunda”), Jackin Optical Marketing
Company Limited Taiwan Branch (“Jackin Taiwan”), Shenzhen
Huijunda Computer Company Ltd.* (“Shenzhen Huijunda”), Sunny
Corporation Limited* (“Sunny Corporation”) and Super World Inc.
(“Super World").

Net assets (liabilities) of the deregistered subsidiaries at their

EEEMBARRNEAEHARCEE (8

respective dates of deregistration were as follows: &) FRWT
Cheson Creative Dalian Dandong Jackin Shenzhen Sunny Super
Magnetic Information Hongyunda Afex Taiwan Huijunda Corporation World Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EHHE ARER AEMEE PBRAUFER A¥L2LE RIERE HREEE  Super World it
FiEn FiEL ThL FiET ThL FiET ThEL FiET TiEL
Net assets (liabilities) at the date of ~ RETHBHEE (8E)
deregistration: R
Properties, plant and equipment nE BERRE - - 4 - - - - = 4
Trade and other receivables 5 REBENGR - - 7 - - 261 - - 1,033
Amounts due from fellow ERRZMBLATE
subsidiaries 26,174 7,445 167 690 - 859 o - 35,756
Amounts due to fellow subsidiaries &I & KB 2 & 5008 (21,244) (4,99) - (1,328) (2,360) (2,102) (2,488) (1,330) (35,848)
Net assets (liabilities) BE(BR)FE 4,930 2,449 943 (638) (2,360) (982) (2,067) (1,330) 945
Release on exchange reserve EXGERE - 9 (327) (106) 179 232 372 2 381
Walver on the amounts due e (B ERRZNR
(from) to fellow subsidiaries ARFE (4,930) (2,449) (167) 638 2,360 1,243 2,067 1,330 92
Loss (gain) on deregistration HHEBR (B - 9 449 (106) 179 493 3N 2 1,418
% The English transliteration of the Chinese name of the company is * HNTIR NG BEEIEEER B

for identification purpose only and should not be regarded as the

B NERRZARZE B

official English name of the company.

The deregistered subsidiaries did not have significant contribution to

EXHMBRRAYESAFEAREZE
BRASRIFHERNER -

the Group’s loss and cash flow for the year.
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For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

(a) Operating lease commitment

(a)

The Group as lessee

At the end of the reporting period, the Group had future
minimum lease payments under non-cancellable operating
leases in respect of land and buildings which fall due as

follows:

—FR

Within one year

In the second to fifth year inclusive

Operating lease payments represent rentals payable by the
Group for certain of its office properties. Leases are negotiated
for an average term of one to five years and rentals are fixed

for an average of one to two years.

As at 31 December 2009, the Company has issued guarantees
to certain banks in respect of banking facilities granted to
certain wholly-owned subsidiaries which remained in force so
long as the subsidiaries had drawn down under the banking

facilities.

The Company was also one of the entities covered by certain
cross guarantee arrangements issued by the Company and
certain of its wholly-owned subsidiaries to certain banks in
respect of banking facilities granted to the Group which
remained in force so long as the Group has drawn down
under the banking facilities. Under each of these guarantees,
the Company and all the subsidiaries that were a party to the
guarantee are jointly and severally liable for all and any of
the borrowings of each of them from the bank which is the

beneficiary of the guarantee.

(a) BWEMBK A

E_FEELF (BREEMT)

EEBEREBA

RMEBR AEERE AT HEL
EHRARE B T3 RIEF 2 KRR
EBLRMRET

2010 2009
HK$'000 HK$°000
—s-=f —FENF
FER FHT
4,118 9,519
1,450 3,180
5,568 12,699

REBVONFRAKBEREETHA
MEMENES BAHFHE—=0
FEE-R MESDYFEE—EM

FEBE—R-°

RZBEEAE+ZA=+—"8 &2
AERETET2EWRE A A2 RIT
FEEME TRITHELER MREZ
LB AR RBRRITZEEERG
BE RAELRCERDBER -

RRARTFAHARAR REETE2EK
BRABAMEFTAKREZEEEMAS
TRITBEH ZETREERTHY
RzEP-—HER MRAEXEECD
RBRTZEEERGEE AIEH
ZERIDBEN - RIBRRER R
ZRIRT A RB AR B RARZAR
REERNRESESBRT (ERZF
sA)BREBZ2MREMEERER
o

2010 % | BEERERERAF
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

(a)

(b)

(continued)

As at 31 December 2009, the directors of the Company
did not consider it probable that a claim would be made
against the Company under any of the above guarantees.
The maximum liability of the Company at the end of the
reporting period under the sole guarantee by the Company
was the aggregate amount of the facilities drawn down by the
subsidiaries of HK$5,081,000. The maximum liability of the
Company as at 31 December 2009 under the cross guarantee
was the aggregate amount of the facilities drawn down by
all the subsidiaries that were covered by the cross guarantee,
being HK$23,721,000. The above mentioned cross guarantees
were terminated during 2010 and as at 31 December 2010,
the Group did not have any significant contingent liabilities.

Subsequent to the termination notice served by the
Company to the Vendor and his legal representative, on 24
March 2011, the Group received a counterclaim from the
legal representative of the Vendor claiming against Jackin
Purchasing for a total sum of approximately US$3,845,000
(equivalent to approximately HK$29,917,000) pertaining to the
exploration and drilling expenses alleged incurred on behalf
of or for the benefit of Jackin Purchasing. It is proposed by
the Vendor to offset the above amount against the refundable
deposit of US$5,000,000 (equivalent to HK$39,000,000) he
received from the Group.

There is no settlement agreement being reached for the
counterclaim as mentioned above up to the date of approval of
these financial statements. Based on the advice from the legal
advisor of the Group, the directors of the Company are of the
opinion that the legal basis of the above counterclaim is yet to
be established and proved by the Vendor. Consequently, the
directors of the Company considered that the counterclaims
by the Vendor against the Group do not have any merit as
at 31 December 2010 and, accordingly, no provision for
contingent liability in respect thereto is required to be made in
consolidated financial statement.

During the year ended 31 December 2010, additions to motor
vehicle of the Group acquired under finance lease amounted to
HK$567,000 (2009: Nil).
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(b)

(#&)

RZZEZNF+ZA=+—8 &2
AlE BR AR _E MR KA
BEMARREE RE - NIREHK
RARIRIBARBEAME —ERTE
2 ANBEREBE BB R R TR
2B E4%585,081,0008 L R -_TF
NE+—A=+—8 ARAREZ
EXEERMEZEABEABZS
REERAE R ZETANE QAR
Bz & E 2% 523,721,000 T £
M HEERARZE—ZEERARN-F
—ZEF+-_A=+—HKI FEH
WEAAERNKAEE-

RARBRER REEEREKELK
IE@EAE RZE——F=A=+HW
A AEEEESEHZEIEREREL
Z R & - X & =k AJackin Purchasing
ZHRYEEBRHELE2ARREBR
fi & & 3,845,000 7t (HHER L
29,917,000/ 7T ) [@]Jackin Purchasing
RERE-EH@EE LS HEERE
& 4§ Y2 ER 2 AT R [Bl3£ 4 5,000,0003 7T
(#8555439,000,0005%8 7T, ) 4K 85 °

EEMEZSTHERXBEA LS
R oh bl I B B R AR 155 58 o AR B R
EEARBRZER ARAEER
B ERER 2R BT MR R
BEHFR AL RARESERAE
R-—E—FEFE+-_A=+—H &H
HASEIRE 2 RFIELGEAE
B WEFNGA VSRR AR E
LA B ERE-

RBEE-_Z—ZTF+_A=1+—HBItFE
N AEBELRERNBEZAEZARE
#567,0008 0 (Z 22 LF : #]&)



Statement of financial position of the Company at the end of the

reporting period is as follows:

Non-current asset

Investment in subsidiaries

Current assets
Deposits and prepayment
Amounts due from subsidiaries

Bank balances and cash

Current liabilities
Other payables
Notes payable

Amounts due to subsidiaries

Net current (liabilities) assets

Total assets less current liabilities

Non-current liabilities

Convertible bonds

Net (liabilities) assets

Capital and reserves
Share capital

Reserves

Total equity

For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

FERBEE
RETBARZIKE

RBEE
B & MIENRIE
& s B B IR
RiITEHERAE

REBEE
H 8 5 30R
ENREZ
J& A< Bt B8 & B 3RIR

e (BE) EERE

HEERRBAE

FRBEE
Al R 7

(BfE)EERE
BAREE
&N
5

REARE

RRARRBERARZHBARRRAT :

2010

Notes HK$'000
—E-2F

Bt FHERT

(a) -

162
(@) 107,402
4,598

112,162

13,255

(b) 133,218

146,473

(34,311)

(34,311)

(34,311)

150,375
(c) (184,686)

(34,311)

2009
HK$°000

—ZETNF

THET

200
283,466
10,461

294,127

10,349
36,617
128,162

175,128

118,999

118,999

48,451

70,548

109,310
(38,762)

70,548

2010 % | BEERERERAF
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2010 #HZE - ZE—FF+ -—F=+—HIFE

39.STATEMENT OF FINANCIAL POSITION
INFORMATION OF THE COMPANY (continued)

30. AR B HBARRER R (#)

Notes: B
(a) Interests in subsidiaries (a) RHMEARZREZ
2010 2009
Notes HK$'000 HK$'000
—-%% —TENF
B 5 FET FHET
Unlisted investments, at cost JEETIRE @ A 39,172 39,172
Amounts due from subsidiaries JE Wiz Bt /28 X B R IE — B R
— current (i) 584,184 460,177
623,356 499,349
Less: Impairment loss recognised B IR E R R HAEEE
on investment (39,172) (39,172)
Impairment loss recognised B FE UL BT B A A FKIE
on amount due from B R 2R EEE — AN E
subsidiaries — current (476,782) (176,711)
(515,954) (215,883)
107,402 283,466
Analysed for reporting purposes as:  #t¥4 B B tEH 2 547 :
Non-current asset EMBEE - =
Current asset mBNE E 107,402 283,466
107,402 283,466
(i)  The amounts due from subsidiaries are unsecured, interest- () FERHBATZBEEEALSS
free and repayable on demand. WIBREBSKEE -
(b) The amounts due to subsidiaries are unsecured, interest-free and (b) ENHBATZIEHEEMEZ RS I

repayable on demand.
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Notes to the Consolidated Financial Statements
iR B IS R R MY 5

For the year ended 31 December 2010 HEF-E—FF+-HF=+—HULFEF

39. STATEMENT OF FINANCIAL POSITION 30. KRB 2 IR ER K (

INFORMATION OF THE COMPANY (continued)

Notes: (continued)

Biak: (&)

(c) Reserves (c) f&fE
Convertible
Share Capital  Contribution bonds  Accumulated
premium reserve surplus reserve losses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note (i) (Note (i)
AR
R RE EARGE H“REH BHREE R ER @it
THT THT THT THT THT THT
(PEEE()) (B ZE (i) )
At 1 January 2009 RZZETNF—-A—H 122,076 6,255 15,048 - (71,620) 71,759
Loss for the year FEER - - - - (163,210) (163,210)
Total comprehensive expense FEXARZAE
for the year - - - - (163,210) (163,210)
Issue of convertible bond %éfﬁ‘mﬁx &% - - - 4,420 - 4,420
Equity-settled share-based IRAZERDAER 2
transaction 25
- lapse of options granted to ~-BRTEEZBERELRK
employees - (2,183) - - 2,183 -
Issue of new shares on exercise of T RRRIEE
warrants METHR 30,254 (2,729) - - - 27,525
Issue of new shares under share BB RE S EIRITHR
option scheme 2,117 (1,319) - - - 798
Issue of subscription shares %'%ﬁ?» BRH 20,355 - - - - 20,355
Transaction costs attributable to BEETRBRK 2
issue of subscription shares RARA (390) - - - - (390)
Transaction costs attributable to EiEETTHRRES 2
issue of convertible bonds LHKA - - - (19) - (19)
At 31 December 2009 iy e
+-A=+—8 174,412 24 15,048 4,401 (232,647) (38,762)
Loss for the year FEBE - - - - (367,919) (367,919)
Total comprehensive expense FE2ARZLE
for the year - - - - (367,919) (367,919)
Equity-settled share-based NRASEERN RERZ
transaction X5
- recognition of equity-settled -RRANEREE
share-based payment D BER L
expenses BELET - 21,483 - - - 21,483
~ lapse of options granted to —BTEE 2 BRERK
employees - (5) - = 5 =
Issue of new shares under share BEERES S ETHR
options scheme 624 (177) - - - 447
Issue of new shares on conversion IR AR EH 1T
of convertible bonds Eilh 31,951 - - (4,401) - 27,550
Issue of subscription shares BITRBERG 178,500 - = = = 178,500
Transaction costs attributable to EEETRERG 2
issue of subscription shares RHKA (5,985) = = = = (5,985)
At 31 December 2010 RZZ-ZF
+-A=+-H 379,502 21,325 15,048 - (600,561) (184,686)

2010 F%k | € ERERBRAAE
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2010 #HZE - ZE—FF+ -—F=+—HIFE

39.STATEMENT OF FINANCIAL POSITION
INFORMATION OF THE COMPANY (continued)

Notes: (continued)

(c) Reserves (continued)

Notes:

i) The application of the share premium account is governed by

Section 40 of the Bermuda Companies Act 1981.

i) At 31 December 2010 and 2009, the capital reserve

comprises the followings:

(1) the fair value of the actual or estimated number of
unexercised share options granted to directors and
employees of the Company recognised in accordance
with the accounting policy adopted for share-
based payments as further detailed in note 4 to the

consolidated financial statements.

(2) the value of the unexercised warrants issued by the
Company recognised in accordance with the accounting
policy adopted for compound financial instruments as
further detailed in note 4 to the consolidated financial

statements.
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30. AR B W BAMRRER R (#)

Biak: (&)

(c)

(&)

wiE

B EERCERX —NN\—F@
REQNAEFIOGHRE

X

R-E-BER-FEAF+ A
SR ENEEETHEAA

)

RIBE—THBHINES
B SRR I TE AR LARR 1D B &
B SR BR 4 2 & R BUR B
RAMETFTARAEZRER
ZARIT B EZ BN E
BB AREE

—
==
—

2 BREBEE-THBHINGEE
ISR T4 RE S W
TAMBRMZ SRR ER
KRB EITZ RITEBIAE
w2 fEE-.



For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Details of the Company’s principal subsidiaries at 31 December

2010 and 2009 are as follows:

Name of Company

DR ER

Afex International (HK)
Limited

o BB (

Clearview Development
Limited
Clearview Development

Limited

Feitian Magnetic
Information-Technology
(Shenzhen) Co., Ltd.
(Note ¢)

EEHE ORI BRAF

(FtEECc)

um

Fortune Luck Development
Ltd.
BEERBRAF

Great China Global Limited

BEREBRARAR

BE)BERAT

Place of incorporation
and operation
(Note a)

SRR R R i B
(KizEa)

Hong Kong

BB

British Virgin Islands
("BVI")

RERUEHS
((RBEZES])

The PRC

&

BVI

RERUEHS

BVI

RBEREHS

Particulars of
issued and paid up
share capital/
registered capital

ERTRMERE
EREARE

50,000 ordinary shares of
HK$1 each

BREEI1BTL
& 3 1%50,000/%

10,000 ordinary shares of
US$1 each

FREMBIEZETZ
8% 10,0000%

US$2,500,000

2,500,0003 7T

4 ordinary shares of US$1
each
FREMBIEZETZ
& R4

1 ordinary share of US$1
each
FREBEIETZ
ep el el

Percentage of
ownership interest
held by the Group
(Note b)
rEEREEZ
fEARZAE AL
(BfsEb)

%

100

100

100

100

100

100

100

100

100

100

KRB FBFR_FFNFF=A=+—
B ARRZEIEMBRBZFBHOT :

Principal activities

TEXEK

Trading of computer
printing and imaging
products

BEEEKADR
R GER

Investment holding

REZER

Manufacturing of data

media products

SUERIBHEER

Distribution of data

media products

DHBBEKBER

Distribution of data

media products

DHBBEREER

2010 % | BEERERERAF
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Name of Company

DRERE

Havenport Management
Limited

Havenport Management
Limited

Jackin Imaging Products
Limited

BT M AR AR

Jackin Trading Company
Limited
BYEZERATF

Jackin Magnetic Company

Limited

Jackin Manufacturing
(Shenzhen) Limited
Jackin Manufacturing
(Shenzhen) Limited

Place of incorporation

and operation
(Note a)

FEM AL R i R

(KizEa)

BVI

REBRAES

Hong Kong

BB

BVI

+

LERZES

Hong Kong

EBELES

For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Particulars of
issued and paid up
share capital/
registered capital

ERTRAERE
AMERFE

10,000 ordinary shares of
US$1 each

BREEIZETZ
8% 10,0000%

100 ordinary shares of
HK$1 each

BREEIBTL
EBAR100A%

1 ordinary share of US$1
each

BREBIEZETZ
AR AR

10 ordinary shares of
HK$100 each and
10,000 non- voting
deferred shares of
HK$100 each (Note d)

BREE100/ETT 2
AR 10/ &
BREE100/ET 2
BEREEETRN)
10,0008% (Bff7Ed)

1 ordinary share of US$1
each

BREBIEZETZ
ERRAR

GUOJIN RESOURCES HOLDINGS LIMITED | Annual Report 2010

Percentage of
ownership interest
held by the Group
(Note b)
rEEFfEAEZ
FEAERBEDL
(Ff5Eb)

%

100

100

100

100

100

100

100

100

100

100

Principal activities

FTEEH

Investment holding

Development of
computer printing and
imaging products

A 2 B i Dl e 52 1%

7 i

Trading of data media
products

EENBAREM

Trading of data media

products

EEHBARER

Investment holding

REZR



Notes to the Consolidated Financial Statements

ARE MR RM

N

40. PARTICULARS OF PRINCIPAL SUBSIDIARIES

OF THE COMPANY (continued)

Name of Company

Place of incorporation
and operation

For the year ended 31 December 2010 HEZE_-F—FF+-F=+—HIFE

Particulars of
issued and paid up
share capital/
registered capital

Percentage of
ownership interest
held by the Group

40. KRR ETEMB AR 2 5F15

Principal activities

(Note a) (Note b)
BROTRBERE FrEEHABFEZ
IR AR L R i B EMEARFEE FEARBZAEDL TEEK
(FfizEa) (P#ED)
%
Jackin U.S.A. Inc. United States of 1 ordinary share of US$1 100 Trading of computer
America each printing and imaging
products
Jackin U.S.A. Inc. XM FREEIETL 100 EBEERKEDRF R
Epalialie TR E m
Jackin Video Cassette Co. Hong Kong 1,000 ordinary shares 100 Property holding
Limited of HK$1 each and
1,000,000 non-voting
deferred shares of HK$1
each (Note d)
BEYEERAR BB BEREEIETZ 100  #EZER
@A 1,0000R &
BREEIETZ
BREEELT
A% 13 1,000,000/%
(P aEd)
Jackin Video Cassette Taiwan 2,000,000 ordinary shares 99.9 Property holding
(Taiwan) Limited of NT$10 each
BEERET TR =N BREEH K0T 999 WEER
BRATA - 3AAR2,000,0008%
Noble Team Holdings BVI 10,000 ordinary shares of 100 Investment holding
Limited US$1 each
Noble Team Holdings RBREARS BREBIEZETZ 100 #®‘EER
Limited L iAAR10,0008%
Oakview International BVI 100 ordinary shares of 100 Investment holding
Limited US$1 each
Oakview International EEBELHS BREEIZETZ 100 ®EER
Limited Z AR 10008

2010 % | BEERERABRLA
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Name of Company

DRERE

RINF i EIRITENFEM B
IR A &l (Shenzhen Afex
Print Image Ltd.) (Note ¢)

RYIF i EIR T ENFEH
BRAE (HizEc)

Tempair Developments
Limited

Tempair Developments
Limited

Ugent Holdings Limited

Ugent Holdings Limited

K NwmEIRITENFEM B
R A &l(Zhuhai Afex Print
Image Ltd.) (Note c)

TR A wm SR T ENFEM
BRAE (MizEc)

RINTAREARRER A
A) (Note ¢)

RYNTIRRE AR
BRAR (Miztc)

Place of incorporation

and operation
(Note a)

FEM AL R i R

(KizEa)

The PRC

BVI

REBRLES

+

LERZES

The PRC

th

The PRC

o]

h

Particulars of
issued and paid up
share capital/
registered capital

ERTRAERE
AMERFE

HK$5,000,000

5,000,000/ 7T

10,000 ordinary shares of
US$1 each

BREEIZETZ
8% 10,0000%

10,000 ordinary shares of
US$1 each
BREBIEZETZ

L FEA%10,000/%

HK$5,000,000

5,000,000/ 7T

RMB500,000

AR #500,0007T
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Percentage of
ownership interest
held by the Group
(Note b)
rEEFfEAEZ
FEAERBEDL
(Ff5Eb)

%

100

100

100

100

100

100

100

100

100

100

Principal activities

FTEEH

Remanufacturing of
computer printing and
imaging products

RRBES KRR

FREM

Investment holding

Investment holding

REZR

Remanufacture of
computer printing and
imaging products

RIR B EE MK EDR &

FREM

Distribution of data

media products

DIHEIBRHBER



Name of Company

Place of incorporation
and operation

For the year ended 31 December 2010 #Z - F—FF{+ _F=1+—HULFE

Particulars of
issued and paid up
share capital/
registered capital

(Note a)
ERTRBERE
IR AR L R i B EME RS
(Pff5Ea)
China Metal Trading Hong Kong 1 ordinary shares of
Company Limited HK$1 each
HEeEZESBERAT B BREENETZ
Al
Energy Best Investments BVI 1 ordinary shares of US$1
Limited each
Energy Best Investments KBREXES BREMBEIETZ
Limited Al
Guojin Metal Mining Hong Kong 1 ordinary shares of HK$1
Company Limited each
Guojin Metal Mining BB BREEISTZ
Company Limited 3 57 A% 1 A%
Jackin Purchasing Limited Hong Kong 2 ordinary shares of HK$1
each
Jackin Purchasing Limited &5 SEREmEIETZ
TR 2R

Notes:

(a) Other than those subsidiaries incorporated in the BVI, whose

place of operations are basically in Hong Kong, the places of

operations of all other subsidiaries are the same as their places of

incorporation.

Percentage of
ownership interest
held by the Group

Principal activities

(Note b)
rEEFAEEZ
EAEZEA L TEEHR
(BsEDb)
%
100 Trading of mineral
resources
100 BWEERES
100 Inactive
100 EHEEZE
100 Inactive
100 EEEE
100 Investment holding
100 REZER

fi g :

P

L
~

= /

”
A

B =

o

=l

WEEERFEIN  FE HE A

(@) BREBEZHFSFEMKZZHERR
Py
B 2 45 & o Bh B H S A B SZ 3 B AR

(b)  Except for Oakview International Limited, which is directly owned
by the Company, all other subsidiaries are indirectly held by the

Company.

% Oakview International Limited & 2
RIEEERIN FIEEMHE QR H
ARG HERE-

2010 % | BEERERERAF
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For the year ended 31 December 2010 #Z_—ZF—ZFF+_HA=+—HIFE

Note: (continued)

(@]

(d)

These subsidiaries are wholly foreign-owned enterprises

established in the PRC.

The Group holds 100% of the issued ordinary share capital.
The deferred shares, which are not held by the Group,
practically carry no rights to dividends or to receive notice of
or to attend or vote at any general meeting of the respective

companies or to participate in any distribution on winding up.

In the opinion of the directors of the Company, the subsidiaries

of the Company listed in the above tavle principally affected the

results, assets and liabilities of the Group. To give details of other

subsidiaries would result in particulats of excessive length.

None of the subsidiaries had any debt securities at the end of both

reporting periods nor at any time during both reporting periods.

0)

On 23 January 2011, Energy Best Investments Limited (“Energy
Best”), a wholly owned subsidiary of the Company, entered
into an agreement with Mr. Yip, a director of the Company,
an associated company of him and two other shareholders of
members of the Titron Group (as defined below). Pursuant to
which, Energy Best agreed to purchase 100% equity interests
in Titron Industries Limited, Titron Manufacturing Limited,
Titron International Limited, Titron Precision Limited and &
EEHETFEBERERERADQT (collectively referred to as
the “Titron Group”) at a consideration of HK$120,000,000
including the cash payment of HK$15,000,000 and the
issuance of convertible notes of HK$105,000,000.
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MisE: (4&)
() ZEMBARHARPBEKILZINETE
B

(d) AEEFHE100%EETEBRKRA I
FHARERE R B g
WE A S A A RMERRRAS

ZREIHEREQAEAKRERS L
RNEERE HEENEFRES2HE
1] 3K

ARREFRR LRIVRZARAIME
FEXEAREIRE BERARK
RAEZFHABERESARB

I
eell
Ht

BENE AR R MERS BRIMERS
MR E[ B A T AERE S

) RZE——F—HAZ+=ZH XK
AAZE&EMWB A A Energy Best
Investments Limited ([Energy Best | )
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(continued)

The acquisitions of Titron Group is subject to, among other
things, the approval of shareholders of the Company.
After completion, Titron Group will become wholly owned
subsidiaries of Energy Best. Details of the acquisition are set
out, inter alia, in the announcement of the Company dated 25
January 2011.

On 1 February 2011, Golden Passage Limited (“Golden
Passage”), a wholly owned subsidiary of the Company, entered
into a memorandum of understanding (“Memorandum”) with
Fortune Voyage Limited and Sino Rise Enterprises Limited,
independent third parties, to which Golden Passage proposed
to acquire the entire issued share capital of Smart Ascent
International Limited (“Smart Ascent”) which in turn own a
PRC company principally engaged in the exploration, mining,
processing and sale of mineral products. The Memorandum
give Golden Passage the exclusivity period of 45 business
days to conduct the necessary due diligence on Smart Ascent
and the PRC company, and no formal sales and purchase
agreement entered into up to the date of this report.

Pursuant to the non-legally binding term sheet in relation to
the debt restructuring and disposal of Ugent as announced
on 5 October 2010. On 10 March 2011, the Company further
announced the term sheet will not proceed. Details are set
out, inter alia, in the announcement of the Company dated 5
October 2010 and 10 March 2011.

On 22 March 2011, the Company announced that the
conditional sale and purchase agreement between Jackin
Purchasing and the Vendor dated 18 December 2009 together
with the two supplement agreements dated 21 January 2010
and 1 September 2010 in respect of acquisition of the entire
issued share capital of SE Metal Resource Corp. had been
terminated.

(if)

(iii)

(iv)
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Turnover

(Loss)/profit before taxation
Income tax

(Loss)/profit for the year
Non-controlling interests

(Loss)/profit for the year
attributable to owners
of the Company

Assets

Property, plant and
equipment

Goodwill

Other assets

Total assets
Liabilities
Current liabilities

Non-current liabilities

Total liabilities

Total assets less total liabilities

Non-controlling interests

(Capital deficiency)
equity attributable to
owners of the Company

EXH

BAl (B8),aw
AEE (BR) 857
TR
KABHEEA

EEARFE
(B#R) a7

EE
VER: ST

BE
HiBE

BEBR

BERTR
AEBR
TR

ARAER AR
(BEXEH) R

2010
HK$"000
—e-2f
FHT

169,925

(386,627)
2,716

(383,911)
543

(383,368)

2010
HK$'000
—g-2%
FHT

23,395

118,161

141,556

89,715

183,999

273,714

(132,158)
543

(131,615)

For the year ended 31 December

BZE+-A=+—-HLEE

2009
HK$'000
ZTTNF
FHET
221,394

(276,104)
(1,933)

(278,037)
34

(278,003)

2009
HK$'000
ZTTNF
FHT
71,726
320,057
391,783
161,728

244,959

406,687

(14,904)

(14,904)

GUOJIN RESOURCES HOLDINGS LIMITED | Annual Report 2010

2008
HK$'000
= NS
THET

455,531

(151,959)
(7,828)

(159,787)

(159,787)

At 31 December
R+=A=+-8
2008
HK$'000
—TENFE
FHEIT

63,740
525,172
588,912
374,126

36,334

410,460

178,452

178,452

2007
HK$'000
i
FhT
418,159

35,521
(2,045)

33,476

33,476

2007
HK$'000

e
FHL

113,225

39,545
531,640
684,410
218,148

129,414

347,562

336,848

336,848

2006
HK$'000
“TEAE
FHE
345,222

69,747
(4,782)

64,965

64,965

2006
HK$'000
—ETREF

FTET

99,344
39,545
414,346
553,235
255,375

20,670

276,045

277,190

277,190
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