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Dr. Richard Man Fai LEE
EXEBL

Executive Chairman & CEO
HITERFRITBAER

Your Board of Directors regrets to announce that a consolidated
loss of HK$80.6 million was recorded for the year ended
December 31, 2012. Consolidated revenue increased by 6.4% to
HK$1,507.4 million.

The car business in Hong Kong and Macau had performed
satisfactorily, which generated operating profit. A healthy order
portfolio was maintained throughout the year. However, the
negative market sentiment in Mainland China led to slow sales
and poor margins in our Nanjing and Dalian dealerships. The
decision to close down Dalian was inevitable with the view
to cutting further losses, as both of these Mainland China
dealerships suffered substantial losses during the year.
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Our electrical appliance business performed well and generated
operating profit due to good results achieved in the commercial
and high end residential air conditioning systems. Besides Hong
Kong and Macau, our electrical appliance business also finished
a profitable year in Singapore and Malaysia.

The watch business also generated good sales growth and profit,
yet a substantial loss was made in the fashion business of our
own brand “V-one” in Mainland China due to severe market
conditions.

We had to make a large non-recurring impairment loss in
the non-current assets including the goodwill of our fashion
business and also on some receivables and inventories as prudent
measures. This is done to reflect a realistic asset situation as we
move forward.

The Group was able to generate positive cash flow of HK$32.6
million for the year. It was mainly due to the new shares issued
upon completion of placing, with desired strengthening of our
capital base. To the management, maintaining a viable positive
cash flow for the Group is a paramount task in a challenging
market condition.

We have also changed the name of the holding company to
Auto Italia Holdings Limited to signify our direction of focusing
the Group’s activities on the luxury car business, whilst we are
planning to detach the other non-core businesses. This will result
in focusing our management efforts and resources to grow
our profitable car segment, eliminating the non-profit-making
segments and relevant costs.

| call on all of our staff to build a stronger and more streamlined
organization in 2013, which | am confident will result in
profitable growth in the future on a more solid foundation.

| also take this opportunity to thank our shareholders, bankers

and very loyal staff for their utmost trust, support and
contribution.

Dr. Richard Man Fai LEE
Executive Chairman & CEO

Hong Kong, March 26, 2013
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Group Financial Summary

EENBHEE
2012 2011 2010 2009 2008
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER FET FEL FEL TET
(restated) (restated) (restated) (restated)
(&751) (25) (251) (E7)
Results EY
Revenue WA 1,507,401 1,416,310 1,271,250 1,048,815 1,021,764
(Loss) profit for the year AEE (B1E)EF (80,637) (18,568) 35,485 (151,190) (59,052)
Attributable to: i
Owners of the Company ARRER A (78,472) (23,115) 27,879 (141,225) (68,869)
Non-controlling interests FRRER (2,165) 4,547 7,606 (9,965) 9,817
(80,637) (18,568) 35,485 (151,190) (59,052)
Assets and liabilities EERER
Total assets BEE 984,273 1,005,160 858,797 777,877 864,775
Total liabilities BEE (720,294) (735,127) (592,372) (558,544) (538,874)
Net assets BEEE 263,979 270,033 266,425 219,333 325,901
Equity attributable to owners of AR RIHEA A
the Company et R 245,699 249,453 250,437 208,698 305,093
Non-controlling interests E 18,280 20,580 15,988 10,635 20,808
Total equity dfEs 263,979 270,033 266,425 219,333 325,901
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For the year ended December 31, 2012, the Group's revenue
increased from HK$1,416.3 million in 2011 (restated) to
HK$1,507.4 million, representing a growth of 6.4%.

Gross profit margin for 2012 recorded a slight decrease from
20.8% in 2011 (restated) to 19.5%. Accordingly our gross profit
figure dropped from HK$295.1 million in 2011 to HK$294.4
million in 2012.

For the year ended 2012, other income and expenses amounted
to HK$19.9 million (2011: HK$13.8 million), of which HK$11.6
million was derived from our car segment.

Other gains and losses amounted to a net loss of HK$47.5
million (2011: gain of HK$2.8 million) which included non-
recurring impairments in respect of: available-for-sale investment
of HK$9.3 million; goodwill of HK$27.3 million; loan receivables
of HK$8.1 million and trade and other receivables of HK$9.3
million.

Our core expense items of selling and distribution costs and
administrative expenses in 2012 aggregated to HK$323.6 million
(2011 restated: HK$313.7 million), representing 21.5% of
revenue (2011 restated: 22.1%). This increase of HK$9.9 million
was mainly related to our car business: increased costs of rental
by HK$6.1 million and increased sales commission by HK$5.8
million as a result of the sales growth.

The board (the “Board”) of directors of the Company (the
"Director(s)”) regrets to report that the consolidated loss for the
year amounted to HK$80.6 million (2011: HK$18.6 million). As a
highlight, a sum of HK$60.1 million out of this loss was derived
from impairment losses which are substantially of non-recurring
nature. Moreover, a loss in aggregate of HK$28.0 million was
derived from our car segment in Mainland China due to the
closing down of Dalian car business as well as the operating loss
incurred by our Nanjing car dealership as a result of the severe
market condition in Mainland China for the year under review.
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The Group was financed by a combination of its equity capital
base, cash flow generated from operations and bank borrowings.
As usual, bank and other liabilities were being met upon their
maturities in the normal course of business.

Cash and cash equivalents (including pledged bank deposits) at
December 31, 2012 were HK$237.4 million (2011: HK$205.8
million). A net cash inflow of HK$32.6 million (2011 restated:
net cash outflow of HK$42.2 million) was recorded, representing
in aggregate funds generated from operating, investing and
financing activities in the year.

The Group had total borrowings at December 31, 2012
amounting to HK$338.2 million (2011: HK$333.1 million). The
Group’s long term gearing ratio stood at 5.0% (2011: 9.5%),
based on long term liabilities (excluding deferred tax) of HK$12.3
million (2011: HK$23.7 million) and shareholders’ equity of
HK$245.7 million (2011: HK$249.5 million). The current ratio
was 1.2 (2011: 1.2), based on current assets of HK$848.6 million
(2011 restated: HK$820.8 million) and current liabilities of
HK$708.0 million (2011: HK$711.4 million).

The Group had trading facilities at December 31, 2012
amounting to HK$452.4 million (2011: HK$494.1 million) of
which HK$438.7 million (2011: HK$402.5 million) was utilized.

The Group’s purchases are mainly conducted in HK Dollar,
Renminbi and US Dollar whilst sales are mainly conducted in HK
Dollar and Renminbi. During the year, the Group had entered
into several forward exchange contracts with bankers to hedge
foreign currency transactions with the objective to stabilize the
cost. There were no outstanding foreign exchange contracts at
both years ended 2012 and 2011.

Certain of the Group’s properties, inventories, cash deposits and
all assets of certain subsidiaries were pledged at year ended 2012
in an aggregate amount of HK$395.6 million (2011: HK$384.3
million) to secure loans and facilities granted.

The Group had capital commitments of HK$4.5 million at
December 31, 2012 (2011: HK$5.4 million). The Group had no
material contingent liabilities at December 31, 2012 and 2011.
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" Annual Report 2012 5 %

Nilﬁ’mﬂéﬁ (ERWET ~%éﬁ$§ﬁ?’iﬂ§$%ﬁ%*%§

MR2012F 128318 RekREESEER (2
EE IR R 1T1F 3R A237,400,000/%8 7T (2011
£ :205,800,0008 L) - A B F R € /F M
A32,600,000% 7T (2011F E5| : I & F K H
42,200,000/87T) * hFE AL E - HERMEED
FISMESBE-
NEBR2012F12A31BNEREE A
338,200,000/ 7T (20114F : 333,100,000 7T) °
RBERPEE(TEREELEHIE) 12,300,000
77t (20114 : 23,700,000/ 70) R IR B #E 2
245,700,000/ 7T (20114F : 249,500,000/8 7T ) &F
H AEERBAEXRAELEAB5.0% (20114
9.5% ) 1R 1E 7 B) & E848,600,000/5 7T (20114
=751 : 820,800,000/ T ) K B) & 5708,000,000
77T (20114 : 711,400,0008 7T ) 5T & - R Bt
% A51.2(20114:1.2) ©

R2012F12A31H AEBENE S EERA
452,400,000 7T (20114 : 494,100,000/
JT) & 2 E 438,700,000 7T (20114 -
402,500,000/ 7T ) ©

AREFENFEBITEUBE T ARBRETHIT
MEEFTBEUBTRARBET -FR - A£E
ESRITRI . Z D iR BAINE B 4 LR INE R 5
N ABTERCAN © FA20124F }220114F FF K 5 £ 7k 2 £
B HIHINE B 4 -

PRONEFR  ARELETHE TE BEBFEX
KETHBARAZ: Béﬁém,&% 600,0007%
7C (20114F : 384,300,000 JT ) & % # 48 LA & Y
ERREER-

R2012F12831H AEBWHWEKRKEA
4,500,000/ 7T (20114 : 5,400,000/ 7T ) > R
2012 K201 128318 ' KEBE W EE KA
BfFE-



The business consists mainly of the import, distribution and after-
sales service of Italian “Ferrari” and “Maserati” cars and spare
parts in Hong Kong and Macau. In the Mainland China, we
operate “Ferrari” and “Maserati” car dealerships in Dalian and
Nanjing.

Compared to 2011, revenue increased by 6.8% to HK$1,190.2
million.

In Hong Kong, with 2012 representing the second full year of
production of the 458 Italia and deliveries of the first examples of
the new 458 Spider (convertible) in May 2012, a record number
of cars were delivered with an outstanding order bank of close to
two years.

In March 2012, Ferrari announced the successor to the 599
series, the F12 Berlinetta. This new model was received very well
by our customers as evidenced by the large number of firm orders
secured by the end of 2012. First deliveries to customers are
scheduled from second quarter of 2013.

458 ITALIA
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Demand for Maserati's two-door range of coupes and
convertibles remained relatively high. The new Maserati
Quattroporte (four-door saloon), to be followed by a completely
new model, the Ghibli, in the medium size segment as well as
a new Sport Utility Vehicle (SUV) will elevate Maserati to an
important new platform in the car market during the next three
years.

Total workshop service revenue for the full year recorded double-
digit growth. This was primarily due to a continuing increase in
our service activities, the introduction of new working practices
in Hong Kong and an increase in the Ferrari/Maserati pre-delivery
inspection business which we operate in Shanghai.

The sales performance of both Nanjing and Dalian dealerships
was not satisfactory and resulted in a segmental loss of HK$21.3
million for the year 2012 due to severe market conditions in
Mainland China. (In February 2013, our business in Dalian was
closed down as we considered that its business performance as
well as potential was far from satisfactory.)

Auto ltalia Holdings Limited ZEFIIZER B R A A
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Management Discussion and Analysis of Results of Operations and Financial Condition

BUSINESS REVIEW (Continued)
Electrical Appliances

The business consists of distribution of consumer and commercial
air-conditioning and home appliances products, namely “MHI"
(Mitsubishi Heavy Industries of Japan), “Bodysonic” and “Gree”,
audio-visual products of the “Rogers” brand and “Alpine” car
electronics.

Revenue in this segment recorded a growth of 2.7%, from
HK$256.3 million in 2011 to HK$263.1 million.

In Hong Kong, demand and sales of air-conditioning products
and audio-visual products remained steady throughout the year
2012.

In Singapore and Malaysia, we also recorded a growth in both
revenue and profit in 2012. The success was mainly due to the
OEM car audio business and the continuous steady growth of air-
conditioning markets in these regions.
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The business consists of the
distribution of our men’s
wear brand “V-one” and
fashionable watches, namely

“"D&G", “"Moschino”,

“Vivienne Westwood”, “Jorg J,-’:_'J_ "

Gray” and "Braun". i > ™ \
e R Y
Y e -~

2012 continued to be a
difficult year for our men’'s
wear brand “V-one” in
Mainland China. Due to the
austerity measures adopted by
the central government, local consumption was weakened and
our apparel business was under great pressure.

Our watch business in Hong Kong recorded a double-digit
growth whilst our watch business in Mainland China was not
satisfactory due to the retreat of the D&G brand from the
market.

At the end of 2012, the total number of employees of the Group,
excluding associates, was 431 (2011: 464).

The management is committed to staff training and development
to ensure that the standard of our employees remains
competitive in the marketplace. Leadership training seminars
for our managerial and supervisory staff were conducted during
the year to enhance their skills and spirits of co-operation. We
are confident that our employees will continue to grow with the
business and contribute their best to the Group.

The Company was awarded the Caring Company Logo since
2010, launched by the Hong Kong Council of Social Service.
This is the third consecutive year the Company awarded this
logo. The Caring Company Logo is awarded to companies which
demonstrate good corporate citizenship. It aims to promote
corporate social responsibility through caring for community,
employees and the environment. Both the Company and our staff
are very proud to receive the honor.

Auto ltalia Holdings Limited & 2 /12 & A fR A &
Annual Report 2012 F

ZEBEEDHEAEEN S L RE MM [V-one |
KB F& 2 [D&G ] [Moschino] »
[Vivienne Westwood | » [Jorg Gray | &
[Braun] e

2012 - REB R AP
A ) B+ AR & G
2 [V-one | # B B2 1A
I AR RBNE
MR ARG BEE
HEBR BT S ANEE
MREEFAITEX
JEE 77 e

JORG GRAY
JG

AEERETBHFEK
EBBRBeEUHFE
o MAEERFTEA
2 F 8k 5 75 FID&G
fn bR K5 W R R
RINTRAE o

R20NFEFEK A& (TREBRERE)BET
AEAA3TA (20114 464 A) ©

EEERNMARETHEINER BE—@EAD
BERFINBEIEB - SR AKELEENRE
BABRTZABMIRBE  BREFARERN
REREIERH AEEEELE IHREKL
RIkE  RAREELRAER-

ARRAFB20105F BEREBHL S RBEB S HEITH
BRARBERS UL DA RREREE=FERAL
BR-BARMAESSIETRIRHAEEAR
BEENGE EEEBMELE BERRE I
miEEEELEEE - ARF K E THEMRUL K

RK o0

E AR



On September 11, 2012, the Company entered into a placing
agreement (the “Placing Agreement”) with Freeman Securities
Limited (the “Placing Agent”) in respect of placing of unsecured
reverse convertible notes (the “Reverse Convertible Notes”)
with an aggregate principal amount of HK$250,000,000
and unsecured straight bonds (the “Straight Bonds”) with an
aggregate principal amount of HK$250,000,000 to independent
subscribers.

On December 24, 2012, the Company and the Placing Agent
entered into a supplemental agreement to the Placing Agreement
to, among others, extend the placing period and amend the
obligations of the Placing Agent as a result of the demand from
Ferrari Greater China (the “Principal”) on imposing certain
requirements on the subscribers taking shares of the Company
(the “Shares”) under the Reverse Convertible Notes.

Up to the date of this Annual Report, the Company is still in
discussions with the Principal in respect of its requirements. The
Company will further notify the shareholders of the Company
(the “Shareholders”) the results of such discussions and the
consequential amendments to the instrument constituting the
Reverse Convertible Notes. A special general meeting will be
convened for approving, inter alia, a specific mandate to allot
and issue Shares under the Reverse Convertible Notes with
amendments to be made. For more details, please refer to the
announcements of the Company dated September 12, 2012,
December 24, 2012 and January 28, 2013 respectively and the
circular of the Company dated November 9, 2012.

Looking forward, the Group intends to increase its focus on the
premium car distribution in Greater China and more resources
will be utilized to support this business segment.

Our order portfolio for “Ferrari” continues to grow healthily with
a lead time of up to 2 years, whilst the profile of “Maserati”
will continue to broaden. Both brands are expected to introduce
exciting new models in the coming years to further expand their
market dominance and reach for new clients.

Our electrical appliances business will work closely with our
major suppliers such as “MHI” and “Alpine” in order to improve
our market share and market positioning through innovative
marketing and sales programs.
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Richard Man Fai LEE, BSB, MBA, DBA, aged 56, the Executive
Chairman and Chief Executive Officer and the Chairman of
the Nomination Committee of the Company, is the son of Mr.
Wing Sum LEE, the former Director and Honorary Chairman of
the Company and Ms. Kam Har YUE, the former Non-executive
Director and the elder brother of Mr. Jeff Man Bun LEE, an
Executive Director. He is the Chairman and Chief Executive
Officer of China Premium Lifestyle Enterprise, Inc., an associated
company of the Group.

Dr. Lee is responsible for formulating the Group’s overall
strategic planning and business development. Dr. Lee has 33
years' experience in marketing consumer products and has been
with the Group for 29 years. He has a bachelor’s degree and a
master’s degree in business administration from the University of
Minnesota, U.S.A..

In September 2006, Dr. Lee was bestowed the title of
“Commander of the Order of the Star of Italian Solidarity”. In
March 2009, Dr. Lee was awarded the 11th World Outstanding
Chinese Award and the Honorary Doctorate of Business
Administration from International American University, U.S.A..

Jeff Man Bun LEE, BSc, MSc, University of Michigan, MSc,
Stanford University, aged 54, has been an Executive Director
since January 2002. He is the son of Mr. Wing Sum LEE and Ms.
Kam Har YUE and the younger brother of Dr. Richard Man Fai
LEE. He is responsible for strategic planning and development of
new projects of the Group. Prior to joining the Group, he was
a System Software Specialist at the Research and Development
Department of Apple Computer International Limited for 5 years.
He had also been actively involved in the Group’s business from
1991 to 1997 prior to his current appointment.

Tik Tung WONG, FCCA, CPA (Practising), aged 56, has been
an Executive Director since June 2004 and is the Chief Financial
Officer, Company Secretary, authorized representative and
a member of each of the Remuneration Committee and the
Nomination Committee of the Company. He is also the Chief
Financial Officer and Corporate Secretary of China Premium
Lifestyle Enterprise, Inc., an associated company of the Group.
He is a fellow member of the Association of Chartered Certified
Accountants and an associate member of the Hong Kong
Institute of Certified Public Accountants. He is an independent
non-executive director of Chi Cheung Investment Company,
Limited. Mr. Wong was an independent non-executive director of
China Energy Development Holdings Limited during the last three
years.
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William Keith JACOBSEN, LLB (HKU), MBA (University of British
Columbia in Canada), aged 46, was appointed as an Executive
Director on January 1, 2012. He is the managing director,
corporate finance of VMS Securities Limited. Mr. Jacobsen has
more than 19 years of experience in corporate finance and
business development.

Mr. Jacobsen is a director of Gustavo International Limited and
Maini Investments Limited, both are private companies. He is
also an independent non-executive director of Hycomm Wireless
Limited (Stock code: 499), China Financial Leasing Group Limited
(Stock code: 2312), Perception Digital Holdings Limited (Stock
code: 1822) and Sustainable Forest Holdings Limited (Stock code:
723), all companies are listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) and abc Multiactive Limited
(Stock code: 8131), a company listed on the Growth Enterprise
Market of the Stock Exchange. He was also an independent non-
executive director of King Stone Energy Group Limited (Stock
code: 663), a company listed on the Stock Exchange for the
period from September 26, 2008 to September 30, 2011.

Boon Seng TAN, M.A., Cambridge University, aged 57, has been
an INED since April 1999 and is a member of each of the Audit
Committee and the Nomination Committee and the Chairman
of the Remuneration Committee of the Company. Mr. Tan is
the chairman and managing director of Lee Hing Development
Limited and an independent non-executive director of Genting
Hong Kong Limited, both companies are listed on the main board
of the Stock Exchange. He resigned as an independent non-
executive director of Genting Hong Kong Limited with effect
from January 10, 2013. He is also an executive director of IGB
Corporation Berhad, a company listed on the stock exchange of
Kuala Lumpur, Malaysia. He was appointed as a non-executive
director of PureCircle Limited, a company listed on the London
stock exchange, in August 2012 and has resigned from the same
position in December 2012. He also holds directorships in many
other companies.
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Ying Kwan CHEUNG, FCCA, CPA, aged 53, has been an
INED since November 2005 and is the Chairman of the Audit
Committee and a member of each of the Remuneration
Committee and the Nomination Committee of the Company.
He is the finance manager of Carling Technology Limited and
has over 26 years of experience in financial management for
a number of corporations and listed companies. He is a fellow
member of the Association of Chartered Certified Accountants
and an associate member of the Hong Kong Institute of Certified
Public Accountants. He is an independent non-executive director
of Tian Shan Development (Holding) Limited.

Peter Pi Tak YIN, BA, MBA, PhD, aged 59, has been appointed
as an INED since September 2009 and is a member of each of
the Audit Committee and the Nomination Committee of the
Company. He is the Marketing Vice President of Federal Express
Corporation now based in Hong Kong. He has been with Federal
Express for 29 years with ample experience in operational
management, marketing and communications aspects and
stationed in Singapore, Japan and Memphis, Tennessee, U.S.A..

Antonio Maria SANTOS, aged 56, was appointed as an INED
on September 1, 2012 and is a member of each of the Audit
Committee, the Remuneration Committee and the Nomination
Committee of the Company. He retired from Hong Kong Police
Force in January 2012 after more than 30 years of service. His last
position was an Assistant Commander of a Police District. Apart
from volunteering for community services, Dr. Santos is currently
a part time lecturer in the faculty of Crime & Investigation for
associate degrees and degrees. Dr. Santos holds a Phd in business
administration from the Nueva Ecija University of Science and
Technology in the Republic of Philippines, a master’s degree
in management studies from the University of Northumbria
at Newcastle in the United Kingdom and a master’'s degree in
criminal justice from the Tarlac State University in the Republic
of Philippines. He is a Fellow of the Chartered Management
Institute, the United Kingdom. Dr. Santos is an independent
non-executive director of Willie International Holdings Limited,
the shares of which are listed on the main board of the Stock
Exchange, since August 1, 2012.
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Herbert ADAMCZYK, aged 72, is the Executive Vice Chairman
of Auto Italia Limited, a subsidiary of our Group, and the
Director and Chief Operating Officer of China Premium Lifestyle
Enterprise, Inc., an associated company of the Group. He has
48 years' experience in the automotive trade in Hong Kong. He
has a motor engineering background and has been with the
Technorient Group for 29 years. He is an Executive Committee
member of The Motor Traders Association of Hong Kong and The
Italian Chamber of Commerce in Hong Kong and Macao.

John NEWMAN, aged 45, is the Managing Director of Auto
Italia Limited. He has 25 years' experience with blue chip
sports and luxury car manufacturers and importers, and was a
director of a successful motor racing team in Europe. He holds
a Diploma in Business and Finance, is a qualified pilot and a
member of the Institute of the Motor Industry in the United
Kingdom. Experienced in sales, marketing, distribution, dealer
development, media communications and customer relationship
management, he has been with the Group since 2005.

Powell Kwok Chuen CHEUNG, MBA, aged 49, is the Deputy
Director of the Group. He is also the director of various
subsidiaries of the Group. He has 24 years' sales and marketing
experience in both industrial and consumer products. He has
been with the Group for 21 years.

Terence Po Sheung WONG, aged 61, is the General Manager of
Human Resources and Administration Department of the Group
and Deputy Director of Auto Italia Limited. He has 42 years'
experience in property management, distribution management,
after-sales services and logistics management. He had been with
the Group for 6 years from 1991 to 1997. He rejoined the Group
in 2005 and has been with the Group for 7 years.

Kwang Liang CHIA, BSBA (Hons), aged 52, is a Director and
General Manager of the subsidiary companies of the Group in
Singapore. He also oversees the operation of the companies
of the Group in Malaysia. He has over 26 years’ corporate and
financial management experience and has been with the Group
for 19 years. Prior to joining the Group, he worked in KPMG Peat
Marwick as an auditor for 5 years and a multinational company
for 3 years. He is also an officer of the Singapore Arm Forces.

Herbert ADAMCZYK (B ) * 725% A& E
ZHBRARIRERERRRRZHITEIERE
I A& 78 5= @ 2 B % /2 B]China Premium Lifestyle
Enterprise, Inc. 2 EEFHR L BEH - BN EBAE
B RBRBELH -REFIETIIRERE EFE
BB EB29%F - [ AE AR TER R KLThe ltalian
Chamber of Commerce in Hong Kong and Macao

ZHITEEEME -

John NEWMAN - 4555 ARE/SEER AR Z
EER-BFREERERRERBRIEREONT
EHB2SF L W T — @K BUNE B
FE-BHEAERVBEXUR BABKBRK
BAREESETEXLSEE -FREE TH
HE 2 REEBHE EEEAREFBARE
BEEHAFLELR I E2005FRTBAE
o

REITF MBA 4955 AEEEIEZEE W ALE
EZHERARZEE R ITEREEERS
TR E24F HHE REHEEH - FE TR AEE2
f‘Eo

BEER 6 AEEANBERRITHEBLE
FREAREERAFBMES - FREHEETRE -
DHERE ERBREERYREETEERRFRL
B o BRN1991F 1997 F Hi TRt A £ B Ak
67F - I N2005F ERAEE  WE B AEET
¢o

#¥¢ = - BSBA (Hons)® 52p% #EZBEAEER
FNEZHBARESREKE -RBEREIES
AEBEZHERAGEAT ZEE - HRLERY
BEEFEEREFER EASEEER19
FoBIEMARERA REF B EEIZEAISE
M —REBEE AT TIE3F - IR A R I
BR2BEEE -

Auto Italia Holdings Limited & i |12 % B IR A 7)
Annual Report 2012 R >

17



18

The Directors present to the Shareholders this Annual Report
and audited financial statements for the financial year ended
December 31, 2012 of the Company and its subsidiaries
(together, the “Group”).

The Company acts as an investment holding company.

Its subsidiaries are principally engaged in the import, marketing
and distribution of cars, electrical appliances and fashion
apparels and accessories. The activities and other particulars of
the principal subsidiaries are set out in note 44 to the financial
statements.

Details of segmental information are set out in note 7 to the
financial statements.

The consolidated income statement is set out on page 52 and
further analysis is given in the accompanying notes to the
financial statements.

The Directors do not recommend the payment of a final dividend
(2011: nil) for the year ended December 31, 2012. No interim
dividend was paid during the year (2011: nil).

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 6.

Details of movements in the share capital of the Company during
the year are set out in note 33 to the financial statements.
Information about the share options of the Company and details
of movements in the share options of the Company during the
year are set out in the “Share Option Information” section in this
Annual Report and in note 34 to the financial statements.
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Details of movements in reserves of the Group during the year
are set out in the consolidated statement of changes in equity on
page 56 of this Annual Report.

Details of movements in property, plant and equipment of the
Group and of the Company during the year are set out in note 16
to the financial statements.

During the year, the Group made charitable and other donations
of HK$106,000 (2011: HK$160,000).

Details of the Group’s borrowings are set out in note 29 to the
financial statements. No interest was capitalised by the Group
during the year.

The Group's five largest suppliers accounted for 77.5% of the
Group's purchases during the year, 31.8% being attributable to
the largest supplier. The percentage of turnover attributable to
the Group’s five largest customers is less than 30% during the
year.

As far as the Directors are aware, no Director, their associates or
any Shareholder (who to the knowledge of the Directors owns
more than 5% of the Company’s share capital) has interest in the
Group's five largest suppliers.

There was no contract of significance between the Company or
any of its subsidiary companies, and a controlling Shareholder or
any of its subsidiaries for the year ended December 31, 2012.

There was no contract of significance for the provision of
services to the Company or any of its subsidiaries by a controlling
Shareholder or any of its subsidiaries for the year ended
December 31, 2012.
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The Directors who held office during the year and up to the date
of this Annual Report are:

Dr. Richard Man Fai LEE
(Executive Chairman and Chief Executive Officer)
Mr. Jeff Man Bun LEE
Mr. Tik Tung WONG
Mr. William Keith JACOBSEN
Mr. Kei Wah CHUA (Note 1)

Ms. Kam Har YUE (Note 2)

Mr. Boon Seng TAN

Mr. Ying Kwan CHEUNG

Mr. Peter Pi Tak YIN

Dr. Antonio Maria SANTOS (Note 3)

Notes:

1. Mr. Kei Wah CHUA was appointed on January 1, 2012 and
resigned as an Executive Director on June 6, 2012.

2. Ms. Kam Har YUE resigned as a Non-executive Director with
effect from August 30, 2012.

3. Dr. Antonio Maria SANTOS was appointed as an INED with effect
from September 1, 2012.

In accordance with Bye-law 99(A) of the bye-laws of the
Company (“Bye-laws"”), Messrs. Ying Kwan CHEUNG and Peter
Pi Tak YIN will retire from office by rotation at the forthcoming
Annual General Meeting and, being eligible, offer themselves for
re-election.

Mr. Boon Seng TAN was re-appointed as an INED at last year's
annual general meeting for a term up to the date of the
forthcoming Annual General Meeting. Since he has been an INED
for more than nine years, his further appointment will be subject
to a separate resolution to be approved by Shareholders at the
forthcoming Annual General Meeting pursuant to Code Provision
A.4.3 of the Corporate Governance Code set out in Appendix
14 to the Rules Governing the Listing Securities on the Stock
Exchange (the “Listing Rules”). Mr. TAN will offer himself for re-
election at the forthcoming Annual General Meeting.
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The INEDs are also subject to retirement by rotation in accordance
with the Bye-laws. The Company has received from each INED
an annual confirmation of their independence pursuant to the
independence assessing factors guidelines set out in Rule 3.13
of the Listing Rules. The Company considers the INEDs to be
independent.

None of the Directors who is proposed for re-election at the
forthcoming Annual General Meeting has an unexpired service
contract with the Company which is not determinable by the
Company within one year without payment of compensation,
other than statutory compensation.

Dr. Richard Man Fai LEE entered into a service agreement with the
Company for a term of 3 years commencing from April 1, 2002
and a supplemental service agreement on July 27, 2011 and shall
be renewable automatically by 3 years upon expiration of such
term and every successive period of 3 years thereafter unless and
until terminated by either party giving to the other 6 months’
notice in writing or pay-in-lieu.

Mr. Jeff Man Bun LEE entered into a service agreement with the
Company for a term of 1 year commencing from January 21,
2002 and the appointment continues thereafter unless and until
terminated by either party giving to the other 3 months’ notice in
writing or pay-in-lieu.

Save as disclosed above, there is no other Director’s service
contract which is exempted under Rule 13.69 of the Listing
Rules or not determinable within 1 year without payment of
compensation (other than statutory compensation).

At December 31, 2012, the interests and short positions of
each Director and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) as recorded in the
register required to be kept under Section 352 of the SFO; or are
required, pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies (the “Model Code”) as set
out in Appendix 10 to the Listing Rules, to be notified to the
Company and the Stock Exchange are as follows:
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Beneficial interests and short positions in the shares of the
Company at December 31, 2012:

(a)

R2012F12A31H  RARAIKRH 2B

s AR

Number of ordinary shares of HK$0.02 each (“Share(s)")
BREEREBTTERKM ([RMA)EE

Personal
Director interests
==} AR
Dr. Richard Man Fai LEE 247,818,625
FEE L
Mr. Jeff Man Bun LEE 19,651,400
FNWEE
Mr. Tik Tung WONG 20,900,000
AR L E
Mr. Boon Seng TAN 1,020,000
PR A SR
Mr. Ying Kwan CHEUNG 2,820,000
ofk & 3 S A
Mr. Peter Pi Tak YIN 2,500,200
FIRELE
Notes:
1. The 582,801,420 Shares are held by Modern Orbit

Limited, a company incorporated in the British Virgin
Islands and wholly owned by Dr. Richard Man Fai LEE.

2. The 8,674,310 Shares are held by Fisherman Enterprises
Inc., a company incorporated in the British Virgin Islands
and wholly owned by Mr. Jeff Man Bun LEE.

All interests in the Shares are long positions. None of the
Directors held any short position in the Shares.

Beneficial interests and short positions in underlying
shares of equity derivatives of the Company at December
31, 2012 are disclosed in the section headed “Share
Option Information” of this Annual Report.
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At December 31, 2012, save as those disclosed in “Directors’
Interests in Contracts” in this Directors’ Report, none of the
Directors had any other direct or indirect interest in any assets
which have been acquired or disposed of by or leased to any
members of the Group, or were proposed to be acquired or
disposed of by or leased to any member of the Group.

At December 31, 2012, save as those disclosed in “Directors’
Interests in Contracts” in this Directors’ Report, there was no
other contract or arrangement subsisting in which a Director was
materially interested and which was significant in relation to the
business of the Group as a whole.

There was no contract of significance in relation to the Group
business, to which the Company or any of its subsidiaries was a
party and in which a Director had, whether directly or indirectly,
a material interest subsisting at the end of the year or at any time
during the year ended December 31, 2012.

None of the Directors (other than INEDs) was interested in any
business apart from the Company’s business, which competes
or is likely to compete, either directly or indirectly, with the
Company’s business during the year.

Save as disclosed herein, at no time during the year ended
December 31, 2012 was the Company or any of its subsidiaries
a party to any arrangements to enable the Directors of the
Company to acquire benefits by means of the acquisition
of shares or debentures of the Company or any other body
corporate.
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Save as disclosed below and in the section headed “Directors’
Interests in Securities” in this Directors’ Report, at December 31,
2012, so far as is known to the Directors, no other person had, or
was deemed or taken to have an interest or short position of 5%
or more of the interests in the Shares or underlying shares of the
Company as recorded in the register required to be kept under
Section 336 of the SFO:

Shareholder
=R

Number of Shares

R 8 E

Modern Orbit Limited 582,801,420
(Note 1)
(HIzET)

Gustavo International Limited 203,150,000
(Note 2)

(MI5E2)

Maini Investments Limited 203,150,000
(Note 2)

(Pi7E2)

VMS Investment Group Limited 224,150,000
(Note 2)

(PiF&E2)

Ms. Viola Siu Hang MAK
EOWMt

224,150,000
(Note 2)
(P 7E2)

# Based on the total issued Shares of 2,959,452,260 at December 31,
2012.

Notes:

1. The 582,801,420 Shares are held by Modern Orbit Limited, a
company incorporated in the British Virgin Islands and wholly
owned by Dr. Richard Man Fai LEE.

2. The 203,150,000 Shares are held by Gustavo International

Limited which is approximately 80% owned by Maini Investments
Limited, a wholly owned subsidiary of VMS Investment Group
Limited which is in turn wholly-owned by Ms. Viola Siu Hang
MAK. The 203,150,000 Shares held by Gustavo International
Limited duplicates with each of the 203,150,000 Shares held by
Maini Investments Limited, VMS Investment Group Limited and
Ms. Viola Siu Hang MAK as set out in this section.
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All interests in Shares and underlying shares of equity derivatives
of the Company are long positions. None of the substantial
Shareholders held any short positions in the Shares or underlying
shares of equity derivatives of the Company.

At the date of this Annual Report, based on information that is
publicly available to the Company, the Directors acknowledge
that more than 25% of the issued share capital of the Company
is held by the public.

During the year ended December 31, 2012, the Company and its
subsidiaries have not repurchased, sold or redeemed any of the
Company’s securities.

There is no provision for pre-emptive rights under the Bye-laws or
the laws in Bermuda although there is no restriction against such
rights under the laws in Bermuda.

During the year ended December 31, 2012, HLB Hodgson Impey
Cheng Limited resigned as auditors of the Group and Messrs.
Deloitte Touche Tohmatsu were appointed as auditors of the
Group to fill the casual vacancy to hold office until the conclusion
of the forthcoming Annual General Meeting.

The financial statements for the year were audited by Messrs.
Deloitte Touche Tohmatsu who will retire at the forthcoming
Annual General Meeting and being eligible, offer themselves for
re-appointment.
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Pursuant to Rule 13.51(B)(1) of the Listing Rules, the changes
in information of Directors subsequent to the date of the
Company’s interim report 2012 are set out below:

Ms. Kam Har YUE resigned as a Non-executive Director with
effect from August 30, 2012.

Dr. Antonio Maria SANTOS was appointed as an INED and a
member of each of the audit committee, the remuneration
committee and the nomination committee of the Company with
effect from September 1, 2012.

Mr. Boon Seng TAN was appointed as a non-executive director
of PureCircle Limited, a company listed on the London Stock
Exchange, in August 2012 and resigned from the same position
in December 2012. He also resigned as an independent non-
executive director of Genting Hong Kong Limited, a company
listed on the Stock Exchange with effect from January 10, 2013.

Mr. William Keith JACOBSEN was appointed as an independent
non-executive director of Sustainable Forest Holdings Limited,
Perception Digital Holdings Limited and China Financial Leasing
Group Limited, these companies are listed on the Stock
Exchange, with effect from January 4, 2013, January 7, 2013
and February 1, 2013 respectively.

For the year ended December 31, 2012, the Directors’ fees for
each of Mr. Boon Seng TAN, Mr. Ying Kwan CHEUNG and Mr.
Peter Pi Tak YIN have been revised to HK$15,000 monthly.

For and on behalf of the Board

Dr. Richard Man Fai LEE
Executive Chairman & CEO

Hong Kong, March 26, 2013
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Maintaining an effective corporate governance framework is one
of the priorities of the Company. This includes informing our
Shareholders of our corporate practices in our Annual Report.
In the opinion of the Directors, the Company has complied
with all the code provisions of the Corporate Governance Code
throughout the year ended December 31, 2012, except Code
Provisions A.2.1 and A.6.7 of the CG Code which are explained
below.

The corporate governance principles of the Company emphasize
a quality board, sound internal control, and transparency and
accountability to all Shareholders.

We are governed by the Board which assumes
the responsibility for leadership and control of the
Company. Our Directors are collectively responsible
for promoting the success of the Company
by directing and supervising the affairs of the
Company.

The Board meets regularly, normally four times
each year at approximately once every 3 months
and additional meetings will be arranged if and
when necessary. Notice of each regular Board
meeting will be given to all Directors at least 14
days before the meeting. Special Board meetings
will be held as and when necessary. Matters on
transactions where Directors are considered having
conflict of interests or material interests will not
be dealt with by way of written resolutions and a
separate Board meeting shall be held where INEDs
who have no material interests shall be present
in the meeting. In addition, Directors considered
having conflict of interests or material interests
in the matters before the Board are required to
declare their interests and abstain from voting for
the relevant resolution.

Appropriate notices are given to all Directors
for attending regular Board meetings and other
meetings. A package containing agenda and all
the relevant information is normally despatched
to the Directors 3 days in advance of the relevant
meetings.
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Board meetings involve the active participation,
either in person or through electronic means of
communication, of a majority of Directors. The
Company Secretary assists the Executive Chairman
in preparing the meeting agenda, and each
Director may request the inclusion of items in the
agenda. Directors are also consulted on matters
to be included in the agenda for all regular Board
meetings.

Minutes of the Board meetings are recorded
in detail and draft minutes are circulated to
all Directors for review and comment within a
reasonable time after the Board meetings are held.
All the minutes of the meetings are properly kept
by the Company Secretary after approved and are
available for inspection by the Directors during
normal office hours.

The Board met five times in 2012. The attendance
of individual Director at these Board meetings is as
below:

Name of Director EENA
Executive Directors: HITEE -
Dr. Richard Man Fai LEE EXiBEiE LT
Mr. Jeff Man Bun LEE ENWERE
Mr. Tik Tung WONG TERER LA

Mr. William Keith JACOBSEN ZE @ H 44
Mr. Kei Wah CHUA (Note 1) EXRREE L A (MisH1)

Non-executive Director: FHTEE
Ms. Kam Har YUE (Note 2) RE BT (KE2)

INEDs: BUIENTESE -
Mr. Boon Seng TAN PR SE
Mr. Ying Kwan CHEUNG o JE 180 5 A
Mr. Peter Pi Tak YIN FREBRE

Dr. Antonio Maria SANTOS MR EE 4 (Kf:3)
(Note 3)
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BEME BTRY HE =R
4/5 80%
1/5 20%
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1/5 20%
A 100%
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2/5 40%
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Notes:

1. Mr. Kei Wah CHUA was appointed on January 1,
2012 and resigned as an Executive Director on
June 6, 2012.

2. Ms. Kam Har YUE resigned as a Non-executive
Director on August 30, 2012.

3. Dr. Antonio Maria SANTOS was appointed as an

INED on September 1, 2012.

The Company has also taken out appropriate
insurance cover for our Directors in respect of legal
actions taken against Directors and officers. The
Board reviews the extent of the insurance cover
every year.

Code Provision A.2.1 of the CG Code stipulates
that the roles of chairman and chief executive
officer should be separate and should not be
performed by the same individual.

Dr. Richard Man Fai LEE is the Executive
Chairman and the Chief Executive Officer of the
Company. Dr. Lee has extensive experience in
marketing consumer products and is responsible
for the overall strategic planning and business
development of the Group. The Board considers
that vesting of the roles of Chairman and
Chief Executive Officer simultaneously on Dr.
Lee is beneficial to the business prospects and
management of the Group. The Board also
considers that this structure will not impair the
balance of power and authority between the Board
and the management. This is because the Board
has adopted clear guidelines as to the power and
authority of the Board and the management. There
are guidelines as to the power and duties of Chief
Executive Officer. The details were set out fully in
the corporate governance report in the Company’s
2005 annual report.
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In addition, the Board which comprises
experienced and high caliber individuals meets
regularly to discuss issues and operation of the
Group. The Board believes that this structure is
conducive to strengthen and maintain consistent
leadership, enabling the Group to make and
implement decisions promptly and efficiently.

As the Executive Chairman of the Company, Dr.
Richard Man Fai LEE shall ensure that all Directors
are properly briefed on issues arising at Board
meetings and that Directors receive adequate
information, which must be accurate, clear,
complete and reliable, in a timely manner. He is
also responsible for the duties as specified in Code
Provisions A.2.4 to A.2.9 of the CG Code.

Currently, the Board comprises eight Directors,
including four Executive Directors and four INEDs.
The Listing Rules require every listed issuer to
have INEDs who are representing at least one-
third of the Board, at least one of whom must
have appropriate professional qualifications, or
accounting or related financial management
expertise. Mr. Ying Kwan CHEUNG, one of the
INEDs, is a fellow member of the Association of
Chartered Certified Accountants and an associate
member of the Hong Kong Institute of Certified
Public Accountants. Each INED is required to
confirm his independence in accordance with Rule
3.13 of the Listing Rules annually.

Two of the four Executive Directors are family
members. Dr. Richard Man Fai LEE and Mr. Jeff
Man Bun LEE are brothers. Save as disclosed
herein, Board members do not have any family,
financial or business relations with each other.
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The biographies of our Directors are set out in
the “Directors and Senior Management Profiles”
section in this Annual Report. Details of the
biographies of the Directors seeking re-election
at the forthcoming Annual General Meeting are
set out in the circular issued by the Company and
sent to our Shareholders together with this Annual
Report. The Company also maintains on its website
(http://www.autoitalia.com.hk) an updated
biography of each Director. A list of Directors and
their roles and functions has also been published
on the websites of the Company and the Stock
Exchange respectively.

All INEDs, except Mr. Boon Seng TAN, are
appointed for a specific term of two years, subject
to re-election in accordance with the Bye-laws.
All Directors, including those appointed for a
fixed term, except for Dr. Richard Man Fai LEE,
the Executive Chairman and the Chief Executive
Officer of the Company, are subject to the
retirement by rotation pursuant to the Bye-laws.
A Director appointed by the Board to fill a casual
vacancy or as an addition shall hold office until the
next general meeting.

According to the Bye-laws, no director holding
the office of chairman or managing director shall
be subject to retirement by rotation. In order
to comply with Code Provision A.4.2 of the CG
Code that every director should be subject to
retirement by rotation at least once every 3 years,
Dr. Richard Man Fai LEE, the Executive Chairman
and the Chief Executive Officer of the Company,
sent confirmation to the Company that he would
voluntarily retire from his directorship at future
annual general meetings of the Company at least
once every 3 years and, being eligible for re-
election, would offer himself for re-election at the
relevant general meetings.
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Mr. Boon Seng TAN was re-appointed as an INED
at last year’s annual general meeting for a term
up to the date of the forthcoming Annual General
Meeting. Since he has been an INED for more than
9 years, his further appointment will be subject
to a separate resolution to be approved by our
Shareholders at the forthcoming Annual General
Meeting pursuant to Code Provision A.4.3 of the
CG Code. The reasons that the Board believes
he is still independent and should be re-elected
are stated in the circular sent to our shareholders
together with this Annual Report.

The Company established the Nomination
Committee on November 15, 2011 in accordance
with the CG Code. The members of the
Nomination Committee are Dr. Richard Man Fai
LEE, Mr. Tik Tung WONG, both of whom are
Executive Directors, Mr. Boon Seng TAN, Mr.
Ying Kwan CHEUNG, Mr. Peter Pi Tak YIN and Dr.
Antonio Maria SANTOS, all of whom are INEDs.
Dr. Richard Man Fai LEE is the Chairman of the
Nomination Committee.

The terms of reference of the Nomination
Committee were adopted by the Board with
reference to the CG Code and the principal duties
are as follows:—

- reviewing the structure, size and
composition (including the skills,
knowledge and experience) of the Board at
least annually and make recommendations
to the Board on any proposed changes to
the Board to complement the Company’s
corporate strategy;

- identifying individuals suitably qualified to
become members of the Board and select
or make recommendations to the Board on
the selection of individuals nominated for
directorships;
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- assessing the independence of INEDs,
having regard to the requirements under
the Listing Rules; and

- making recommendations to the Board
on the appointment or re-appointment
of Directors and succession planning for
Directors, in particular the chairman of
the Board and the chief executive of the
Company.

During the year, the Nomination Committee had
conducted one formal meeting. Attendance of
individual member at the Nomination Committee
meeting in 2012, except Dr. Antonio Maria
SANTOS who was appointed as a member after
the said meeting held, is as below:

Name of

committee member ZEEHENSR
Dr. Richard Man Fai LEE TN EBEL

Mr. Tik Tung WONG ERREE

Mr. Boon Seng TAN BRI A4

Mr. Ying Kwan CHEUNG o FE 3 S A

Mr. Peter Pi Tak YIN FRELE

During the year of 2012, the Nomination
Committee had reviewed the structure, size and
composition (including the skills, knowledge
and experience) of the Board; assessed the
independence of INEDs, having regard to the
requirements under the Listing Rules; made
recommendations to the Board on the re-
appointment of Directors; and recommended to
the Board the appointment of new INED.

Draft and final versions of the minutes of the
Nomination Committee are sent to all members
of the Nomination Committee for comment and
record. Full minutes of the Nomination Committee
meeting are kept by the Company Secretary after
approval.
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Each newly appointed Director is provided with a
package of orientation materials setting out the
required duties and responsibilities of Directors
under the Listing Rules and other relevant statutory
requirements of Hong Kong. Newly appointed
Directors are invited to attend a briefing session
on directors’ duties and responsibilities under laws
and regulations conducted by legal professional.
Our Directors are kept informed on a regular basis
on the latest development of any latest changes
to the regulatory requirements. All our Directors
are encouraged to participate in continuous
professional development seminars and/or
courses to update their skills and knowledge
on the latest development or changes in the
relevant statutes, the Listing Rules and corporate
governance practices. The Company has arranged
for continuous professional development on the
update of the Listing Rules and the related legal
and regulatory requirements for the Directors in
accordance with Code Provision A.6.5 of the CG
Code.

A summary of training received by the Directors
during the year is as follows:

Name of Director EEH®SA
Executive Directors: HITESE
Dr. Richard Man Fai LEE FEE T
Mr. Jeff Man Bun LEE BXMWE
Mr. Tik Tung WONG R S A4
Mr. William Keith JACOBSEN BEEHES
INEDs: BUIBHTEE:
Mr. Boon Seng TAN BRI KA
Mr. Ying Kwan CHEUNG o J& 38 S A
Mr. Peter Pi Tak YIN FRELEE
Dr. Antonio Maria SANTOS HEREBEL
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Note:

A attending seminars organised by the Company
and/or other organisations

B: reading seminar materials and update relating to
the latest development of the Listing Rules and
other applicable regulatory requirements

C: attending a briefing session on directors’ duties

and responsibilities under laws and regulations
conducted by legal professional when newly
appointed

The functions of INEDs have included the functions
as specified in Code Provisions A.6.2(a) to (d) of
the CG Code.

The Company has adopted the standards set out
in the Model Code in relation to the dealings in
securities of the Company by the Directors and
employees of the Group. Having made specific
enquiry of all Directors by the Company, the
Directors have confirmed that they have complied
with the required standards as set out in the Model
Code during the year ended December 31, 2012.

In respect of Code Provision A.6.7 of the CG
Code, due to other engagements, two INEDs and
the former Non-executive Director were unable
to attend the annual general meeting of the
Company held on May 28, 2012; two INEDs were
unable to attend the special general meetings
of the Company held on August 30, 2012 and
November 26, 2012 respectively; and three INEDs
were unable to attend the special general meeting
of the Company held on October 3, 2012.
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In respect of regular Board meetings, and so far
as practicable in all other cases, an agenda and
accompanying Board papers are sent in full to all
Directors in a timely manner and at least 3 days
before the intended date of a Board or Board
committee meeting.

The Board and each Director have separate
and independent access to the Group’s senior
management. All Directors are entitled to have
access to Board papers, minutes and related
materials.

The Remuneration Committee was established on
April 25, 2005 in accordance with the CG Code.
The members of the Remuneration Committee
are Mr. Boon Seng TAN, Mr. Ying Kwan CHEUNG
and Dr. Antonio Maria SANTOS, all of whom are
the INEDs and Mr. Tik Tung WONG, an Executive
Director. Mr. Boon Seng TAN is the Chairman
of the Remuneration Committee. The terms of
reference of the Remuneration Committee were
adopted with reference to the CG Code, including
the specific duties set out in Code Provisions
B.1.2(a) to (h).

During the year, the Remuneration Committee
had conducted one formal meeting. Attendance
of individual member at the Remuneration
Committee meeting in 2012 is as below:

Name of

committee member ZEEREHRE
Mr. Boon Seng TAN FRICAEK A&

Mr. Tik Tung WONG TERR LA

Mr. Ying Kwan CHEUNG o JIE 31 5 A
Dr. Antonio Maria SANTOS - HE B+
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The Remuneration Committee has the delegated
responsibility to determine the remuneration
packages of individual Executive Directors and
senior management and adopted a set of policy
and guidelines to govern its administration
in reviewing, considering and fixing the
remuneration packages and benefits of Directors
and senior management of the Group. During
the year 2012, the Remuneration Committee
had fixed the schedule of INEDs' fees; and made
recommendations to the Board in relation to the
Director’s fee of the new INED.

Draft and final versions of the minutes of the
Remuneration Committee meetings are sent to
all members of the Remuneration Committee
for comment and record. Full minutes of the
Remuneration Committee meetings are kept by
the Company Secretary.

Management shall provide such explanation and
information to the Board as will enable the Board
to make an informed assessment of the financial
and other information put before the Board for
approval.

The Directors are responsible for overseeing all
financial aspects of the Company and for keeping
proper accounting records and preparing accounts
of each financial period, which give a true and fair
view of the state of affairs of the Group and the
results and cash flow for that period. In preparing
the accounts for the year ended December 31,
2012, the Directors had approved the adoption
of all applicable Hong Kong Financial Reporting
Standards which are issued by the Hong Kong
Institute of Certified Public Accountants; selected
and applied consistently appropriate accounting
policies; made judgments and estimates that
are prudent and reasonable; and prepared the
accounts on the on-going concern basis.
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The Board is accountable to our Shareholders for a
clear and balanced assessment of the Company's
financial position and prospects. In this regard,
the Directors are responsible for presenting a
balanced, clear and understandable assessment to
annual and interim reports, other price-sensitive
announcements and other financial disclosures
required under the Listing Rules, and reports to
regulators as well as to information required to
be disclosed pursuant to statutory requirements.
Financial results of the Group are announced in
a timely manner in accordance with all statutory
requirements, particularly the timeframe stipulated
in Rule 13.49(1) and (6) of the Listing Rules and
the Directors acknowledge their responsibility for
preparing the financial statements of the Group.

During the year ended December 31, 2012,
HLB Hodgson Impey Cheng Limited resigned
as external auditors of the Group and Messrs.
Deloitte Touche Tohmatsu (“Deloitte”) were
appointed as external auditors of the Group.
The statement of Deloitte about their reporting
responsibilities on the financial statements of the
Group is set out on pages 50 to 51 of this Annual
Report.

For the year ended December 31, 2012, no
material uncertainties relating to events or
conditions that may cast significant doubt upon
the Company’s ability to continue as a going
concern was reported on by Deloitte.

During the year of 2012, the auditors of the
Company have performed audit and non-audit
services and their remuneration in respect of
audit and non-audit services is HK$2,000,000 and
HK$239,000 respectively.
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The Board acknowledges its responsibility for the
effectiveness of the Group's internal control and
risk management system, which is designed to
provide reasonable but not absolute assurance
against material misstatement of management
and financial information and records or against
financial losses or fraud.

The Board has established an on-going process
for identifying, evaluating and managing the
significant risks faced by the Group. The Group has
established and implemented the segregation of
duties and functions of the respective operational
departments of the Group; monitored the strategic
plan and performance; designed an effective
accounting and information system; reviewed
systems and procedures to identify, measure,
manage and control risks including reputation,
legal, credit, market and operational risks; handled
price-sensitive information by setting out the
procedures and policies; updated the internal
control manual when there are changes to
business environment or regulatory guidelines; and
followed up with various departments to ensure
timely implementation of the recommendations
and report the status to the management
periodically.

The Group is committed to maintain and uphold
good corporate governance practices and
internal control system. An annual review of
the effectiveness of the Group’s internal control
system has been conducted. In respect of the year
ended December 31, 2012, the Directors were
satisfied that the Group had operated an effective
internal control system.
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The Audit Committee was established on
December 31, 1998. The terms of reference of
the Audit Committee are reviewed annually and
have included the duties set out in Code Provisions
C.3.3(a) to (n) of the CG Code. The members of
the Audit Committee comprise Mr. Ying Kwan
CHEUNG, Mr. Boon Seng TAN, Mr. Peter Pi Tak YIN
and Dr. Antonio Maria SANTOS, all of whom are
INEDs. Mr. Ying Kwan CHEUNG is the Chairman
of the Audit Committee. Mr. Cheung, being a
fellow member of the Association of Chartered
Certified Accountants and an associate member
of the Hong Kong Institute of Certified Public
Accountants, has the appropriate professional
qualification and experience in financial field.

During the year, the Audit Committee had
conducted two formal meetings and discharged its
responsibilities. Attendance of individual member
at the Audit Committee meetings in 2012, except
Dr. Antonio Maria SANTOS who was appointed as
a member after the said meetings were held, is as
below:

Name of

committee member ZEERENE
Mr. Boon Seng TAN PR SC A SR

Mr. Ying Kwan CHEUNG o JE 3 o A

Mr. Peter Pi Tak YIN FIRELE

The principal duties of the Audit Committee
include reviewing the financial controls, internal
control and risk management system, annual
report and accounts, interim report and accounts.
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During the year of 2012, the Audit Committee
had reviewed the audit issues raised by the
external auditors; considered and recommended
to the Board for adoption of new accounting
standards; reviewed and recommended to the
Board for approval of the audit fee proposal
for the Group for 2011; reviewed the audited
accounts and final results announcement for the
year 2011; reviewed the interim report and the
interim results announcement for the six months
ended June 30, 2012; reviewed the effectiveness
of internal control system of the Group; reviewed
and considered the report of the annual internal
control review of the Group; reviewed the related
party transactions and compliance of the relevant
Listing Rules and accounting policies in relation
thereto; and reviewed the terms of reference of
the Audit Committee.

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

All issues raised by the Audit Committee have
been addressed by the management. The work
and findings of the Audit Committee have been
reported to the Board. During the year, no issue
that brought to the attention of the management
and the Board was of sufficient importance to
require disclosure in this Annual Report.

Draft and final versions of the minutes of the Audit
Committee meetings are sent to all members of
the Audit Committee for comment and record. Full
minutes of the Audit Committee meetings are kept
by the Company Secretary after approval.

R2012F |BXZ B EEHEMINE
V@%%ﬁZ%V%E#%%IW
BEZORBRMNT S EN EH
Iﬁi%A EHBE2011EAREE
ZHERAERS FHE20MFEL
EZEBMARBEEQLE  FEHE
2012496 A30H |F618 AR HsR S
&$%¥%“¢'MJ$%IW%
B RGBT EEAR
EEFEANDPELBRFTRE B
BEALTRS RESTHRE ETREA
MEBBZEHBR MR EX
ZEgBRERE-

EZEZESEERNAEEH=2012
F12AMBIUFEZEEZIGAE
TR -

ERECREERZBGREZMA
E%Eﬁ%%ééaﬁﬁ§$Aﬁ
SETHELRAEGER TR BHEE
REFGMAEBZEE EREERR
BERRABARANERATIARKEE -

BERZEgRLR IR ERER
AKX BERZLZBEEZRBKE
NESKE R R RIERRLER - BRE
BEge@m Ao ER
HARMERFE-

Auto Italia Holdings Limited & i |12 f% B IR A 7)

Annual Report 2012 3%

41



42

The Board oversees the Company’s strategic
development and determines the objectives,
strategies and policies of the Group. It also
monitors and controls operating and financial
performance and sets appropriate policies for risk
management in pursuit of the Group’s strategic
objectives, and delegates the implementation
of strategies, and day-to-day operation of the
Group to the management. The Board is entrusted
with certain reserved powers which were fully
described in the corporate governance report in
the Company’s 2005 annual report.

The Company has formal letters of appointment
for Directors setting out the key terms and
conditions of their appointments.

Apart from the Audit Committee (particulars are
disclosed under C.3 above), the Remuneration
Committee (particulars are disclosed under B.1
above) and the Nomination Committee (particulars
are disclosed under A.5 above), the Board has also
established two other committees of the Board,
namely the Financial Control Committee and the
Executive Directors’” Committee. The composition
and functions of the respective Board committees
were set out in the corporate governance report in
the Company’s 2005 annual report.

In order to comply with the Listing Rules and
the CG Code, the terms of reference of each
of the Audit Committee, the Remuneration
Committee and the Nomination Committee of the
Company have been revised accordingly during
the year. The terms of reference of each of the
Board committees have been published on the
websites of the Company and the Stock Exchange
respectively.
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The Company has adopted the terms of reference
for corporate governance functions on March
28, 2012 in compliance with Code Provision D.3
of the CG Code, effective from April 1, 2012.
Pursuant to the terms of reference of the corporate
governance functions, the Audit Committee shall
be responsible for developing, reviewing and/or
monitoring the policies and practices on corporate
governance of the Company and making
recommendations to the Board; training and
continuous professional development of Directors
and senior management; compliance with legal
and regulatory requirements; the code of conduct
and compliance manual (if any) applicable to
employees and Directors; and the Company’s
compliance with the CG Code and disclosure in
the corporate governance report. This Corporate
Governance Report has been reviewed by the
Audit Committee in discharge of its corporate
governance functions.

The Company follows the practice that at the
annual general meetings of the Company, a
separate resolution is proposed in respect of
each separate issue, including the re-election of
Directors. In every annual general meeting of
the Company, the Chairman of the Board would
attend and the Chairmen of the Audit Committee,
the Remuneration Committee and the Nomination
Committee or the members of the respective
committees or their respective appointed
delegates are present to answer questions of
Shareholders.

Pursuant to Code Provision E.1.2 of the CG
Code, the Company invited representatives of the
external auditors of the Company to attend the
annual general meeting of the Company convened
on May 28, 2012 to answer Shareholders’
guestions about the conduct of the audit,
the preparation and content of the auditors’
report, the accounting policies and auditors’
independence.
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The Company held four general meetings in 2012.
The attendance of individual Director at these
general meetings is as below:

Name of Director BEEHZ
Executive Directors: HITESE :
Dr. Richard Man Fai LEE ESQ R
Mr. Jeff Man Bun LEE EXWRE
Mr. Tik Tung WONG TR kA4

Mr. William Keith JACOBSEN  ZE{@E EH 4 4
Mr. Kei Wah CHUA (Note 1) BRI S A (M)

Non-executive Director: FENTTEE -

Ms. Kam Har YUE (Note 2) ReBEX L (MiF2)

INEDs: BUHFHITEE:

Mr. Boon Seng TAN PR A

Mr. Ying Kwan CHEUNG o JE 3 5%

Mr. Peter Pi Tak YIN FRfERE

Dr. Antonio Maria SANTOS MEREE L (HE3)

(Note 3)

Notes:

1. Mr. Kei Wah CHUA was appointed on January 1,
2012 and resigned as an Executive Director on
June 6, 2012.

2. Ms. Kam Har YUE resigned as a Non-executive

Director on August 30, 2012.

3. Dr. Antonio Maria SANTOS was appointed as an
INED on September 1, 2012.
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The Stock Exchange has amended the Listing
Rules and the CG Code which came into effect
in phases on or before April 1, 2012. In order to
ensure that the Bye-laws is in compliance with
the requirements of the Listing Rules and the
CG Code, during the year, the Board made the
relevant amendments to the Bye-laws to comply
with the Listing Rules and the CG Code and
proposed the adoption of a new set of Bye-laws
which incorporated such relevant amendments.
The Shareholders approved the adoption of the
amended and restated Bye-laws at the annual
general meeting of the Company convened on
May 28, 2012. The amended and restated Bye-
laws has been published on the websites of the
Company and the Stock Exchange respectively.

The Company informs Shareholders of the
procedures for demanding a poll by incorporating
them in any circular for annual general meetings
and special general meetings, if any. In addition,
in every general meeting, the chairman of the
meeting provides an explanation of the detailed
procedures for conducting a poll at the meeting.
The procedures for conducting a poll were
incorporated in the circular for the forthcoming
Annual General Meeting.
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The Company has adopted a shareholders’
communication policy and procedures for
Shareholders to propose a person for election as
a Director with effect on March 28, 2012. The
procedures are available on the website of the
Company.

How shareholders can convene a special
general meeting (“SGM”) and procedures
for putting forward proposals at a general
meeting

Shareholders may make a requisition to the Board
to convene a SGM of the Company in accordance
with the provisions as set out in the Bye-laws and
section 74 of the Companies Act 1981 of Bermuda
(as amended) (the “Bermuda Companies Act”).
Shareholder(s) holding at the date of the deposit
of the requisition not less than one-tenth of the
paid-up capital of the Company carrying the right
of voting at general meetings of the Company
have the right to submit a written requisition to the
Board requiring a SGM to be called by the Board.
The written requisition must state the purpose(s)
of the meeting (including the resolutions to be
considered at the meeting), and must be signed by
the requisitionists and deposited at the registered
office of the Company at Canon’s Court, 22
Victoria Street, Hamilton HM12, Bermuda for
attention of the Board and the Company Secretary
of the Company, and may consist of several
documents in like form, each signed by one or
more requisitionists. If the requisition does not
comply with the relevant requirements of the
Bye-laws or the Bermuda Companies Act, the
requisitionists will be advised of the same and
accordingly, the SGM will not be convened as
requested.
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If Directors do not within 21 days from the date
of the deposit of the requisition proceed duly to
convene a SGM, the requisitionists or any of them
representing more than one-half of the total voting
rights of all of them may themselves convene a
SGM, but any SGM so convened shall not be held
after the expiration of 3 months from the said date
of deposit of the requisition. A meeting convened
by the requisitionists shall be convened in the same
manner, as nearly as possible, as that in which
meetings are to be convened by Board.

Sections 79 and 80 of the Bermuda Companies
Act allow certain Shareholder(s) for a requisition
the Company to give notice to the Shareholders
in respect of any resolution which is intended
to be moved at an annual general meeting
("AGM") of the Company and/or to circulate a
statement in respect of any proposed resolution
or business to be considered at a general
meeting of the Company. Under section 79 of
the Bermuda Companies Act, at the expense of
the requisitionists unless the Company otherwise
resolves, it shall be the duty of the Company
on the requisition in writing by such number of
Shareholders:—

(a) to give to the Shareholders entitled to
receive notice of the next AGM notice
of any resolution which may properly be
moved and is intended to be moved at that
meeting;

(b) to circulate to the Shareholders entitled to
have notice of any general meeting sent to
them any statement of not more than one
thousand words with respect to the matter
referred to in any proposed resolution
or the business to be dealt with at that
meeting.

WEREREEFBRERZ B HER
21BN BERBRERAE  AZF
BRAREEBBRABRRE—
FUEZHERA ABTARKER
FrhRlK & BERAI AR Z BRER
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HHEST3ME A Em & BT - mFm kKA
BRZAREGARAEAROESS
BRAgz AR

ARENTNEFTIRSIGEHET
BB A AR R RIR R &Sk BhT (A ik
RARRBREBEF KRG ([RERE
FRE)EFF I RBRMABRRED
BE Y SHEBT AR ERA
REIBRAG LEZEZRERIE
BZRAEZE-REAREQNRER
795 BERKAZNEBRANBRT
(MERRRBERZERIN) - AR T
HUEMBERZZEHEREFE
£:

() RARERWTERRESK
SRECBREBELBA A
SRERAERZAS LIE
XBBEBERE PR ZE
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The number of Shareholders necessary to make
the above-mentioned requisitions to the Company
shall be:-

(i) either any number of Shareholders
representing not less than one-twentieth
of the total voting rights of all the
Shareholders having at the date of the
requisition a right to vote at the meeting to
which the requisition relates; or

(i) not less than one hundred Shareholders.

The Company shall not be bound to give notice
of any resolution or to circulate any statement as
mentioned above unless:—

(@) a copy of the requisition signed by the
requisitionists, or two or more copies which
between them contain the signatures of
all the requisitionists, is deposited at the
registered office of the Company:—

(i) in the case of a requisition requiring
notice of a resolution, not less than
six weeks before the meeting; and

(i) in the case of any other requisition,
not less than one week before the
meeting; and

(b) there is deposited or tendered with the
requisition a sum reasonably sufficient to
meet the Company’s expense in giving
effect to the requisition (i.e. the giving of
notice of resolution and/or circulation of
statement).

Provided that if, after a copy of the requisition
requiring notice of a resolution has been deposited
at the registered office of the Company, an AGM is
called for a date six weeks or less after the copy has
been deposited, the copy though not deposited
within the above-mentioned time shall be deemed
to have been properly deposited for the purposes
thereof.

Auto Italia Holdings Limited = 2 |12 B R A
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Procedures for directing Shareholders’
enquiries to the Board

Shareholders should direct their enquiries about
their shareholdings to Tricor Standard Limited, the
Company’s Share Registrar and Transfer Office
in Hong Kong. Other Shareholders’ enquiries
can be directed to the Company Secretary or
his subordinates from time to time. Enquiring
Shareholder has to provide evidence to the
Company to identify its identity. Please refer
to the section headed “Corporate and Investor
Information” of this Annual Report for the contact
details.

Mr. Tik Tung WONG, the Company Secretary of the
Company, is an employee of the Company and has day-
to-day knowledge of the Company’s affairs. During the
year ended December 31, 2012, he has taken no less than
15 hours of relevant professional training.

All directors have access to the advice and services of the

Company Secretary to ensure that board procedures, and
all applicable law, rules and regulations, are followed.

For and on behalf of the Board

Dr. Richard Man Fai LEE
Executive Chairman & CEO

Hong Kong, March 26, 2013
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= BE) « AERDS5HEI{T Deloitte Touche Tohmatsu
e OItte BB EEE88H 35/F One Pacific Place
® AEES—E351E
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TO THE MEMBERS OF AUTO ITALIA HOLDINGS LIMITED
(FORMERLY KNOWN AS WO KEE HONG (HOLDINGS) LIMITED)
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of
Auto Italia Holdings Limited (formerly known as Wo Kee
Hong (Holdings) Limited) (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 52 to
162, which comprise the consolidated statement of financial
position at December 31, 2012, and the consolidated income
statement, consolidated statement of comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and a summary
of significant accounting policies and other explanatory
information.

The directors of the Company are responsible for the preparation
and presentation 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.

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

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

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

The consolidated financial statements of the Group for the year
ended December 31, 2011 were audited by another auditor who
expressed an unmodified opinion on those statements on March
28, 2012.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

March 26, 2013
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For the year ended December 31, 2012
HZE2012F1283181L5E

Revenue
Cost of sales

Gross profit
Other income and expenses
Other gains and losses
Selling and distribution costs
Administrative expenses
Finance costs
Share of result of

a jointly controlled entity

Loss before taxation
Taxation

Loss for the year

Loss for the year attributable to:

Owners of the Company
Non-controlling interests

Loss per share attributable to
the owners of the Company
— Basic and diluted

Notes
=T

ON 8
SHE KA
ER
H g A KR 9
ez & 18 10
SHE KoK
TEE A
Y5 & A 11
JFE i — &) L [R)422 6

ERXEA
BR B A5 18
18 12
rEEER 13
EhERFEEER:
iN/NEIEZ N
JEVE =
EATRHEEAEMRZ

BREE

—BEARN#E 15
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2012
HK$’000
TERT

1,507,401
(1,213,046)

294,355

19,867
(47,489)
(185,171)
(138,448)
(20,837)

(77,723)
(2,914)

(80,637)

(78,472)
(2,165)

(80,637)

(2.92) centsfll

2011
HK$'000
FHET
(restated)
(E2%))

1,416,310
(1,121,184)

295,126
13,754
2,811
(170,928)
(142,840)
(14,098)

313

(15,862)
(2,706)

(18,568)

(23,115)
4,547

(18,568)

(0.99) centsfll



Loss for the year
Exchange differences arising on
translation of foreign operations

Total comprehensive expense
for the year

Total comprehensive (expense)
income attributable to:
Owners of the Company
Non-controlling interests

rEEBR
BEGINEBELDN
PE 5 E 5

AEEZHMAXAE

FEE2E (Fx) B ABE:

ARBVHEAEA
FEFER R 2R

For the year ended December 31, 2012
HZE2012F 128318 1LFE

2012
HK$000
FTERx

(80,637)

1,706

(78,931)

(76,631)
(2,300)

(78,931)

2011

HK$'000

TAET

(18,568)

371

(18,197)

(22,789)
4,592

(18,197)
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At December 31, 2012
20124128318

2012 2011
Notes HK$°000 HK$'000
B 5 TExT T T
(restated)
(E271)
Non-current assets ERBEE
Property, plant and equipment W2 BE MR 16 78,162 129,178
Investment properties KEWMHE 17 = 4,000
Goodwill EES 18 2,855 30,111
Intangible assets | EE 19 5,400 5,400
Available-for-sale investments Al ERE 20 252 9,552
Interest in associates E’\H‘J?%’ATZ%?& 21 = =
Amounts due from associates JE W Bt 8 A B SRR 26 41,246 —
Rental deposits HEZ® 7,539 6,042
Deferred tax assets RIERIBE E 32 194 118
135,648 184,401
Current assets REEE
Inventories FE 22 416,577 300,995
Properties held for sale FIELEWE 23 30,070 30,070
Trade and other receivables B5FRK
H th j& Y BR K 24 128,275 201,818
Loan receivables JE W E K 25 6,086 15,811
Amounts due from associates JRE LK B o B FRIE 26 30,234 66,311
Pledged bank deposits Eﬁﬁﬁﬁﬂﬂrﬁ 27 151,603 134,000
Bank balances and cash RITEBRREIRE 27 85,780 71,754
848,625 820,759
Current liabilities REAE
Trade and other payables BSERRK
H fth & 1~ BR 3K 28 380,596 401,041
Tax payable & S A% 18 123 52
Amount due to a related company A —FEBARIRIE 26 441 441
Bank and other borrowings RITREMEE 29 326,563 309,758
Obligations under finance leases BEHE RS 30 302 148
708,025 711,440
Net current assets REEEFE 140,600 109,319
Total assets less current liabilities BAEERRBEE 276,248 293,720

Auto Italia Holdings Limited & % F|1Z X AR A &)
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Capital and reserves EAXR#EE
Share capital [N
Reserves i

Equity attributable to owners of RAEHER A
the Company FE (L %

Non-controlling interests FEFE AR HE

Total equity wmER

Non-current liabilities FREBEE
Bank and other borrowings WITREMEE
Obligations under finance leases BMERESEB
Deferred tax liabilities BREHHEARE

The consolidated financial statements on pages 52 to 162 were
approved and authorised for issue by the Board of Directors on
March 26, 2013 and are signed on its behalf by:

Director

EF

At December 31, 2012
720124612 A31H

2012 2011

Notes HK$'000 HK$'000
Mo aE FE T TAT
(restated)

(&751)

33 59,189 49,178
186,510 200,275

245,699 249,453

18,280 20,580

263,979 270,033

29 11,577 23,251
30 679 423
32 13 13
12,269 23,687

276,248 293,720

REDREFIRAZEAVUBHEALEZTSR
2013F 326 A E R RETI W H T ESER
rXEZRERE:

Director

EF
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For the year ended December 31,

HZE2012F128318ILFE

At January 1, 2011 #®2011E1718

(Loss) profit for the year KEE (BR) B

Other comprehensive income A% X2 E
for the year KA

Total comprehensive income A4 E 2
(expense) for the year WA (F%) 8
Issue of shares upon exercise F7T1E (8 5% AR ER
of share options, net of BIREG (MRR S

transaction costs &)
Lapse of share options BEARELN
Issue of shares upon WA RARRER

conversion of convertible  EEF TR
loan note

At December 31, 2011 20115128318

Loss for the year rEEER

Other comprehensive income A% £t 2 ERA
(expense) for the year (B%)

Total comprehensive income A4 E2EMA

(expenses) for the year (%) @8

Issue of new shares under B EEEE{TH R
placement (Note 33) (B333)

Issue of shares upon exercise F/T1E 8 5% R ER
of share options EGLO

Transaction costs attributable % 77AR 7 fEA5
toissue of shares RERE

At December 31, 2012 R2012%12A318

2012

Share
capital

e
HK$'000
TR

45,838

1,625

49,178

9,836

175

59,189

Share
premium

RiEE
HK$'000
TR

30,847

10,033

11,661

52,541

63,932
1,617

(2:412)

115,678

Capital
redemption
reserve

BARE
R

HK$'000
a7

2,151

2,151

2,151

Auto Italia Holdings Limited & & | =& B R A 7]
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Attributable to owners of the Company

Share
option
reserve

xR
B G
HK$'000
T

2,563

(2,256)
(18)

289

ANARAAER
Equity
component of
Translation  convertible
reserve loan note
TRRER
REZ
ESiRE EEHH
HK$'000 HK$'000
TR THL
(824) 973
326 =
326 =
- (973)
(498) =
1,841 =
1,841 =
1343 =

Other
reserve

RfbffE
HK$'000
TR

157,034

157,034

157,034

Accumulated
profit/
(losses)

5t BA/
(&58)
HKS'000
FAL

11,855
(23,115)

(11,242)
(78,472)

(18472)

(89,714)

Total

att
HK$'000
Thr

250,437
(23,115)

326

(22,789)

9,492

12,313

249,453
(78,472)

1841

(76,631)
73,768
1,521

(2:412)

245,699

Non-
controlling
interests

FERRRE
HK$'000
TR

15,988
4,547

45

4,592

20,580
(2,165)

(135)

(2,300)

18,280

Total

a4
HK$'000
A7

266,425
(18,568)

3N

(18,197)

9,492

12,313

270,033
(80,637)

1,706

(78,931)
73,768
1,521

(2:412)

263,979



OPERATING ACTIVITIES
Loss before taxation
Adjustments for:
Impairment losses on trade and
other receivables
Allowance (reversal of allowance)
for inventories
Depreciation of property,
plant and equipment
Interest income
Interest expenses
Impairment losses on available-for-
sale investments
Impairment loss on goodwill
Impairment losses on loan
receivables
Written-off of other receivables
Fair value gains on investment
properties
Share of result of a jointly
controlled entity
Amortisation of prepaid lease
payments
Gain on disposal property,
plant and equipment
Gain on disposal of prepaid lease
payments
Loss on disposal of financial
assets at fair value through
profit or loss
Loss on disposal of investment
properties
Reversal of properties held for sale
to net realisable value

Operating cash flows before
movements in working capital
Increase in inventories
Decrease in trade and other
receivables
Decrease (increase) in loan
receivables
Decrease in amount due to
a related company
(Decrease) increase in trade and
other payables

Net cash used in operations
Income taxes paid

NET CASH USED IN OPERATING
ACTIVITIES

R
B 3% Bl &5 1B
REEH AT %
B 5 1R R E A R U
RFURE R R
FEEE (RERE)

ME BB E&REZ
e

B WA

MBXH

At ERERIEREE

BEREREE
M & SR E & 18

H Al W Bl A 5

BEWE 2 A FEKE
FEfE — A RIES B

A=

E S
BENBAEFRIEEH

HEME  BFE L&A

Z Wz
HEBRMNEERER L
Yo

HENARFEFABREZ

TREEZER
HERBEMEZER

B EnEREE
OEE

R EERSRBA 2
SERGTE
5 4 1

5 11 K K EL A YR R

B
R RO & (2#0)

F& {5 — PRI BA Bk 2 B kIR
iaes

B 5 1 o o B At FE A BR R

O A>) 38

REMAREFH
B SR

REXBFTAREFR

For the year ended December 31, 2012
HZE2012F 128318 1LFE

2012 2011
HK$'000 HK$'000
FET FAT
(restated)

(&E3)
(77,723) (15,862)
9,260 60
6,879 (2,259)
22,699 21,739
(1,428) (1,433)
20,837 13,221
9,300 -
27,256 -
8,104 6,238

- 721
- (1,000)
- (313)

- 29
(7,949) (1,039)
- (1,461)

- 17

838 -

- (4,600)
18,073 14,058
(122,461) (98,377)
64,664 10,874
1,621 (24,115)

- (2,315)
(21,197) 19,900
(59,300) (79,975)
(2,911) (5,701)
(62,211) (85,676)
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For the year ended December 31, 2012
HZE2012F1283181L5E

INVESTING ACTIVITIES

Interest received

Purchase of property, plant and
equipment

Proceeds from disposal of investment
properties

Proceeds from disposal of property,
plant and equipment

Proceeds from disposal of prepaid
lease payments

Advances to associates

Acquisition of subsidiaries

Placement of pledged bank deposits

Withdrawal of pledged bank
deposits

NET CASH FROM (USED IN)
INVESTING ACTIVITIES

FINANCING ACTIVITIES
Interest paid
Bank and other borrowings raised
Repayment of bank and

other borrowings
Repayment under finance leases
Interest paid on finance leases
Proceeds from exercise of

share options
Proceeds from share placement
Shares issue expenses

NET CASH FROM FINANCING
ACTIVITIES

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR

Effect of exchange rate changes

CASH AND CASH EQUIVALENTS
AT END OF THE YEAR

Represented by:
Bank balances and cash
Bank overdrafts

REXHB

B KA S
$A%¥ 5 &
HEREMEMFFIA

HEWE BER
B4 8 08

5 T S SRR
TRIH

B 2 72 K

e B8 Y I 2

BREERRITER

IRENE B RITER

REXBME (FFA)
REFH

BB R

EF S

PrESZRITREMER

EERTREMER
BEREMEEER
XANBEHEERN S
1TE BRI

FTiS 538
BRIAELE 2 FriS kIS
f& 1R EE1TH 2

BMEXBREREFHE
ReRALEEEHE
#gm O )R8

REDZHER
BEEEER

SNESTE R E) 2 7

RERZBRER
REe%EEE

15
RITEHNEE
RITEX

Auto Italia Holdings Limited & % F|1ZfX AR A &)

Annual Report 2012 4F 5%

Note
B 5

36

2012
HK$’000
TER

1,428
(25,138)
3,162

62,175

(5,169)
(103,336)

85,733
18,855

(20,796)
1,212,795
(1,188,701)
(221)
(41)
1,521

73,768
(2,412)

75,913

32,557

39,938

432

72,927

85,780
(12,853)

72,927

2011
HK$'000
FAT
(restated)
(E=71))
1,559

(32,509)

10,192

2,968
(2,266)
(6,098)
(60,802)

34,363

(52,593)

(12,681)
941,285
(833,512)
(136)

(20)

9,492

104,428

(33,841)

73,381

398

39,938

71,754
(31,816)

39,938



The Company is a public limited company incorporated in
Bermuda and its shares are listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The
address of the registered office and principal place of
business of the Company is disclosed in the corporate and
investor information section of the annual report.

Pursuant to the special resolution of the Company dated
August 30, 2012, the name of the Company has been
changed from Wo Kee Hong (Holdings) Limited to Auto
Italia Holdings Limited with effect from September 6,
2012.

The Company is a holding company with major
subsidiaries engaged in import, marketing, distribution
and after-sales service of high quality, branded products
serving customers in the Asian region and, in particular,
the markets of the Mainland China, Hong Kong,
Macau, Singapore and Malaysia. The products include
principally cars and car accessories, motor yachts,
fashion apparels and accessories, air-conditioning and
refrigeration products, audio-visual equipment, car audio
and electronic products, other electronic and electrical
products and property investment.

The consolidated financial statements are presented in
Hong Kong dollars (“HK$"), which is also the functional
currency of the Company.

For the year ended December 31, 2012
HZE2012F 128318 1LFE
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BRI D B -
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BB AT -
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For the year ended December 31, 2012
HZE2012F1283181L5E
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In the current year, the Group has applied the following
amended HKFRSs issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA").

Amendments to Deferred tax: Recovery of

HKAS 12 underlying assets;
Amendments to Financial instruments: Disclosures
HKFRS 7 — Transfers of financial assets;
and

Amendments to As part of the Annual
HKAS 1 Improvements to HKFRSs 2009
—2011 Cycle

In current year, the Group has applied for the first time
the amendments to HKAS 1 (the effective date of these
amendments is annual periods beginning on or after
January 1, 2013) in advance of the effective date.

HKAS 1 requires an entity that changes accounting
policies retrospectively, or makes a retrospective
restatement or reclassification to present a statement of
financial position at the beginning of the preceding period
(third statement of financial position). The amendments
to HKAS 1 clarify that an entity is required to present
a third statement of financial position only when the
retrospective application, restatement or reclassification
has a material effect on the information in the third
statement of financial position and that related notes
are not required to accompany the third statement of
financial position.

In accordance with the amendments to HKAS 1, the
Group has not presented a third statement of financial
position at January 1, 2012 and the related notes as the
reclassification set out in note 42 has no material effect
on the information in the third statement of financial
position.
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The Group has applied for the first time the amendments
to HKAS 12 “Deferred tax: Recovery of underlying assets”
in the current year. Under the amendments, investment
properties that are measured using the fair value model
in accordance with HKAS 40 “Investment property”
are presumed to be recovered entirely through sale for
the purposes of measuring deferred taxes, unless the
presumption is rebutted in certain circumstances.

The Group measures its investment properties using the
fair value model. As a result of the application of the
amendments to HKAS 12, the Directors reviewed the
Group’s investment property portfolios and concluded
that certain of the Group’s investment properties are
not held under a business model whose objective is
to consume substantially all of the economic benefits
embodied in the investment properties over time.
Therefore, the Directors have determined that the “sale”
presumption set out in the amendments to HKAS 12 is not
rebutted.

The application of the amendments to HKAS 12 has
resulted in the Group not recognising any deferred taxes
on changes in fair value of the investment properties.
However, the Directors considered that the application
of the above amendments has had no material impact
on these consolidated financial statements and hence no
retrospective restatement is made.

The application of the amendments to others HKFRSs
in the current year has had no material impact on the
Group’s financial performance and positions for the
current and prior years and/or on the disclosures set out in
these consolidated financial statements.

For the year ended December 31, 2012
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For the year ended December 31, 2012
HZE2012F1283181L5E

The Group has not early applied the following new and
revised Standards, Amendments or Interpretations that
have been issued but are not yet effective.

Amendments to
HKFRSs

Amendments to
HKFRS 7

Amendments to
HKFRS 9 and
HKFRS 7

Amendments to
HKFRS 10,
HKFRS 11 and
HKFRS 12

Amendments to
HKFRS 10,
HKFRS 12 and
HKAS 27

HKFRS 9

HKFRS 10
HKFRS 11
HKFRS 12
HKFRS 13

Amendments to
HKAS 1
HKAS 19
(as revised in 2011)
HKAS 27
(as revised in 2011)
HKAS 28
(as revised in 2011)
Amendments to
HKAS 32
HK(IFRIC) — INT 20

Annual improvement to HKFRSs
2009 - 2011 cycle, except for
the amendments HKAS 1!

Disclosures — Offsetting financial
assets and financial liabilities'

Mandatory effective date of
HKFRS 9 and transition
disclosures?

Consolidated financial
statements, joint arrangements
and disclosure of interests
in other entities: Transition
guidance'

Investment entities*

Financial instruments?

Consolidated financial
statements’
Joint arrangements’

Disclosure of interests in other
entities’
Fair value measurement’

Presentation of items of other
comprehensive income?
Employee benefits'

Separate financial statements’

Investments in associates and
joint ventures'

Offsetting financial assets and
financial liabilities*

Stripping costs in the production
phase of a surface mine'

W Effective for annual periods beginning on or after

January 1, 2013.

2 Effective for annual periods beginning on or after
January 1, 2015.

4 Effective for annual periods beginning on or after July 1,
2012.

& Effective for annual periods beginning on or after

January 1, 2014.
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The amendments to HKAS 1 Presentation of Items of
Other Comprehensive Income introduce new terminology
for the statement of comprehensive income and
income statement. Under the amendments to HKAS 1,
a 'statement of comprehensive income’ is renamed as
a ‘statement of profit or loss and other comprehensive
income’ and an ‘income statement’ is renamed as a
‘statement of profit or loss’.

The amendments to HKAS 1 retain the option to present
profit or loss and other comprehensive income in either
a single statement or in two separate but consecutive
statements. However, the amendments to HKAS 1
require additional disclosures to be made in the other
comprehensive income section such that items of other
comprehensive income are grouped into two categories:
(a) items that will not be reclassified subsequently to profit
or loss; and (b) items that may be reclassified subsequently
to profit or loss when specific conditions are met. Income
tax on items of other comprehensive income is required to
be allocated on the same basis.

The amendments to HKAS 1 are effective for the Group
for annual period beginning on or after January 1, 2013.
It is not expected to modify the presentation of items of
other comprehensive income when the amendments are
applied in the future accounting periods based on the
items presented in the consolidated financial statements
at December 31, 2012.

For the year ended December 31, 2012
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For the year ended December 31, 2012
HZE2012F1283181L5E
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In June 2011, HKFRS 10 was issued. Key requirement of
this standard is described below.

HKFRS 10 replaces the parts of HKAS 27 Consolidated
and separate financial statements that deal with
consolidated financial statements. HK (SIC)-INT 12
“Consolidation — Special purpose entities” will be
withdrawn upon the effective date of HKFRS 10. Under
HKFRS 10, there is only one basis for consolidation, that
is, control. In addition, HKFRS 10 includes a new definition
of control that contains three elements: (a) power over an
investee, (b) exposure, or rights, to variable returns from
its involvement with the investee, and (c) the ability to use
its power over the investee to affect the amount of the
investor’s returns. Extensive guidance has been added in
HKFRS 10 to deal with complex scenarios.

In July 2012, the amendments to HKFRS10 were issued to
clarify certain transitional guidance on the application of
this HKFRS for the first time.

HKFRS 10, together with the amendments relating to the
transitional guidance, are effective for annual periods
beginning on or after January 1, 2013 with earlier
application permitted.
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The application of HKFRS 10 may affect the accounting
for the Group’s 49.8% ownership interest in China
Premium Lifestyle Enterprise, Inc. (“CPLY"”) and CPMM
(Asia) Limited (“CPMM") that are currently classified
as the Group’s associates. Taking into account the new
definition of control and the additional guidance on
control set out in HKFRS 10, the application of HKFRS
10 may result in CPLY and CPMM being treated as the
Group's subsidiaries. If CPLY and CPMM are consolidated
as the Group's subsidiaries, the assets and liabilities as
well as income and expenses of CPLY and CPMM will
be presented as separate line items in the consolidated
statement of financial position and in the consolidated
income statement respectively, rather than being
presented as one line item in the Group's consolidated
financial statements and any losses incurred by CPLY and
CPMM not recognised by the Group under the equity
method of accounting would have to be recognised by the
Group under the equity method of accounting if CPLY and
CPMM were treated as subsidiaries under HKFRS10. At
December 31, 2012 the accumulated unrecognised share
of losses of associates is set out in note 21. A detailed
review will be performed by the Directors to determine
and quantify the impact on the application of HKFRS 10.

For the year ended December 31, 2012
HZE2012F 128318 1LFE
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For the year ended December 31, 2012
HZE2012F1283181L5E
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HKFRS 13 establishes a single source of guidance for
fair value measurements and disclosures about fair
value measurements. The standard defines fair value,
establishes a framework for measuring fair value, and
requires disclosures about fair value measurements.
The scope of HKFRS 13 is broad; it applies to both
financial instrument items and non-financial instrument
items for which other HKFRSs require or permit fair
value measurements and disclosures about fair value
measurements, except in specified circumstances. In
general, the disclosure requirements in HKFRS 13 are
more extensive than those in the current standards. For
example, quantitative and qualitative disclosures based
on the three-level fair value hierarchy currently required
for financial instruments only under HKFRS 7 “Financial
instruments: Disclosures” will be extended by HKFRS 13
to cover all assets and liabilities within its scope.

HKFRS 13 is effective for annual periods beginning on or
after January 1, 2013, with earlier application permitted.
The Directors anticipate that HKFRS 13 will be adopted
in the Group's consolidated financial statements for
the annual period beginning January 1, 2013 and that
the application of the new Standard may not affect
significantly on the amounts reported in the consolidated
financial statements but will result in more extensive
disclosures in the consolidated financial statements.

The Directors anticipate that the application of the
other new and revised Standards, Amendments or
Interpretations will have no material impact on the
Group's consolidated financial statements.
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The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards 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 of Hong Kong Limited
and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for certain properties
and financial instruments that are measured at 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 goods.

The principal accounting policies are set out below.

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

Income and expenses of subsidiaries acquired or disposed
of during the year are included in the consolidated income
statement from the effective date of acquisition and up to
the effective date of disposal, as appropriate.

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.

For the year ended December 31, 2012
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For the year ended December 31, 2012
HZE2012F1283181L5E

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.

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

At the acquisition date, the identifiable assets acquired
and the liabilities assumed are recognised at their fair
value, except that:

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

o liabilities or equity instruments related to share-
based payment arrangements of the acquiree or
share-based payment arrangements of the Group
entered into to replace share-based payment
arrangements of the acquiree are measured in
accordance with HKFRS 2 “Share-based Payment”
at the acquisition date (see the accounting policy
below).
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Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value
of the acquirer’s previously held equity interest in the
acquiree (if any) over the net of the acquisition-date
amounts of the identifiable assets acquired and the
liabilities assumed. If, after re-assessment, the net of
the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of
the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value of
the acquirer’s previously held interest in the acquiree (if
any), the excess is recognised immediately in profit or loss
as a bargain purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the entity’s net assets in the event of liquidation
may be initially measured either at fair value or at the
non-controlling interests’ proportionate share of the
recognised amounts of the acquiree’s identifiable net
assets. The choice of measurement basis is made on a
transaction-by-transaction basis. Other types of non-
controlling interests are measured at their fair value
or, when applicable, on the basis specified in another
standard.

When a business combination is achieved in stages, the
Group's previously held equity interest in the acquiree
is remeasured to fair value at the acquisition date (i.e.
the date when the Group obtains control), and the
resulting gain or loss, if any, is recognised in profit or loss.
Amounts arising from interests in the acquiree prior to the
acquisition date that have previously been recognised in
other comprehensive income are reclassified to profit or
loss where such treatment would be appropriate if that
interest were disposed of.

For the year ended December 31, 2012
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For the year ended December 31, 2012
HZE2012F1283181L5E
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Where an acquisition of an asset or a group of assets that
does not constitute a business, the Group identify and
recognise the individual identifiable assets acquired and
liabilities assumed. The purchase price is allocated to the
individual identifiable assets and liabilities on the basis of
their relative values at the date of purchase.

An associate is an entity over which the Group has
significant influence and that is neither a subsidiary nor
an interest in a joint venture. Significant influence is the
power to participate in the financial and operating policy
decisions of the investee but is not control or joint control
over those policies.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. Under the equity
method, investments in associates are initially recognised
in the consolidated statement of financial position at cost
and adjusted thereafter to recognise the Group’s share
of the profit or loss and other comprehensive income of
the associates. When the Group'’s share of losses of an
associate exceeds the Group’s interest in that associate
(which includes any long-term interests that, in substance,
form part of the Group's net investment in the associate),
the Group discontinues recognising its share of further
losses. Additional losses are recognised only to the
extent that the Group has incurred legal or constructive
obligations or made payments on behalf of that associate.

Any excess of the cost of acquisition over the Group’s
share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of an associate
recognised at the date of acquisition is recognised as
goodwill, which is included within the carrying amount of
the investment.
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Any excess of the Group's share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over
the cost of acquisition, after reassessment, is recognised
immediately in profit or loss.

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment loss
with respect to the Group’s investment in an associate.
When necessary, the entire carrying amount of the
investment (including goodwill) is tested for impairment
in accordance with HKAS 36 “Impairment of assets”
as a single asset by comparing its recoverable amount
(higher of value in use and fair value less costs to sell)
with its carrying amount. Any impairment loss recognised
forms part of the carrying amount of the investment.
Any reversal of that impairment loss is recognised
in accordance with HKAS 36 to the extent that the
recoverable amount of the investment subsequently
increases.

Upon disposal of an associate that results in the Group
losing significant influence over that associate, any
retained investment is measured at fair value at that date
and the fair value is regarded as its fair value on initial
recognition as a financial asset in accordance with HKAS
39. The difference between the previous carrying amount
of the associate attributable to the retained interest
and its fair value is included in the determination of the
gain or loss on disposal of the associate. In addition, the
Group accounts for all amounts previously recognised in
other comprehensive income in relation to that associate
on the same basis as would be required if that associate
had directly disposed of the related assets or liabilities.
Therefore, if a gain or loss previously recognised in
other comprehensive income by that associate would
be reclassified to profit or loss on the disposal of the
related assets or liabilities, the Group reclassifies the gain
or loss from equity to profit or loss (as a reclassification
adjustment) when it loses significant influence over that
associate.
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When a group entity transacts with its associate, profits
and losses resulting from the transactions with the
associate are recognised in the Group’ consolidated
financial statements only to the extent of interests in the
associate that are not related to the Group.

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.

Service income is recognised when services are provided.

Interest income from a financial asset is recognised when
it is probable that the economic benefits will flow to
the Group and the amount of revenue can be measured
reliably. Interest income 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.

Investment properties are properties held to earn rentals
and/or for capital appreciation.

Investment properties are initially measured at cost,
including any directly attributable expenditure.
Subsequent to initial recognition, investment properties
are measured at their fair values. Gains or losses arising
from changes in the fair value of investment property are
included in profit or loss for the period in which they arise.
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An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use and no future economic benefits are expected
from its disposal. Any gain or loss arising on derecognition
of the property (calculated as the difference between the
net disposal proceeds and the carrying amount of the
asset) is included in the profit or loss in the period in which
the property is derecognised.

Property, plant and equipment including leasehold land
and building held for administrative purposes are stated in
the consolidated financial position at cost less subsequent
accumulated depreciation and subsequent accumulated
impairment losses, if any.

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

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets.
However, when there is no reasonable certainty that
ownership will be obtained by the end of the lease term,
assets are depreciated over the shorter of the lease term
and their useful lives.

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 the disposal or retirement of an item
of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

For the year ended December 31, 2012
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Properties under held for sale are stated at the lower of
cost and net realisable value and are shown as current
assets. Cost comprises acquisition costs for the property.
Net realisable value takes into account the price ultimately
expected to be realised, less applicable selling expenses
and the anticipated costs to completion.

Goodwill arising on an acquisition of a business is carried
at cost less accumulated impairment losses, if any, and
is presented separately in the consolidated statement of
financial position.

For the purposes of impairment testing, goodwill 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 acquisition.

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. For goodwill arising on an acquisition in
a reporting period, the cash-generating unit to which
goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable
amount of the cash-generating unit is less than its carrying
amount, the impairment loss is allocated first to reduce
the carrying amount of any goodwill allocated to the unit
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. An impairment loss recognised for goodwill
is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal.
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Inventories are stated at the lower of cost and net
realisable value. Cost of inventories are calculated using
the first-in, first-out or specific identification method as
appropriate. Net realisable value represents the estimated
selling price for inventories less all estimated costs of
completion and costs necessary to make the sale.

Intangible assets acquired separately

Intangible assets with indefinite useful lives that
are acquired separately are carried at costs less any
subsequent accumulated impairment losses (see the
accounting policy in respect of impairment losses on
tangible and intangible assets below).

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 are measured at the difference between
the net disposal proceeds and the carrying amount of the
asset and are recognised in profit or loss in the period
when the asset is derecognised.
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In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of the Group (“foreign currencies”)
are recorded in the respective functional currency (i.e.
the currency of the primary economic environment in
which the entities operates) at the rates of exchanges
prevailing on the dates of the transactions. At the end
of the reporting period, monetary items denominated in
foreign currencies are retranslated at the rates prevailing
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 arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise.

For the purposes of presenting the financial statements of
the Group, the assets and liabilities of the Group's foreign
operations are translated into the presentation currency of
the Group (i.e. Hong Kong dollars) using exchange rates
prevailing at the end of each reporting period. Income and
expenses are translated at the average exchange rates for
the year, in which case, the exchange rates prevailing at
the dates of transaction are used. Exchange differences
arising, if any, are recognised in other comprehensive
income and accumulated in equity under the heading
of the translation reserve (attributed to non-controlling
interests as appropriate).
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Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from ‘accounting result
before taxation’ as reported in the consolidated income
statement because it excludes items of income or expense
that are taxable or deductible in other years and it further
excludes items of income or expense 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 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 bases 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 differences 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.

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments in
subsidiaries and associates, and interests in joint ventures,
except where the Group is able to control the reversal
of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments
and interests are only recognised to the extent that it
is probable that there will be sufficient taxable profits
against which to utilise the benefits of the temporary
differences and they are expected to reverse in the
foreseeable future.
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The carrying amount of deferred tax assets is reviewed at
the end of the reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profit
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. Current and deferred tax are
recognised in profit or loss.

For the purposes of measuring deferred tax liabilities
or deferred tax assets for investment properties that
are measured using the fair value model, the carrying
amounts of such properties are presumed to be recovered
entirely through sale, unless the presumption is rebutted.
The presumption is rebutted when the investment
property is depreciable and is held within a business model
whose objective is to consume substantially all of the
economic benefits embodied in the investment property
over time, rather than through sale. If the presumption is
rebutted, deferred tax liabilities and deferred tax assets for
such investment properties are measured in accordance
with the above general principles set out in HKAS 12 (i.e.
based on the expected manner as to how the properties
will be recovered).
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Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added
to the cost of those assets until such time as the assets
are substantially ready for their intended use or sale.
Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

All borrowing costs are recognised in profit or loss in the
period in which they are incurred.

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, if lower, 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.
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The Group as lessee (Continued)

Lease payments are apportioned between finance
expenses and reduction of the lease obligation so as
to achieve a constant rate of interest on the remaining
balance of the liability. Finance expenses are recognised
immediately in profit or loss, unless they are directly
attributable to qualifying assets, in which case they are
capitalised in accordance with the Group’s policy on
borrowing costs (see the accounting policy below).

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term, except where
another systematic basis is more representative of the time
pattern in which economic benefits from the leased asset
are consumed.

Leasehold land and building

When a lease includes both land and building elements,
the Group assesses the classification of each element as
a finance or an operating lease separately based on the
assessment as to whether substantially all the risks and
rewards incidental to ownership of each element have
been transferred to the Group, unless it is clear that
both elements are operating leases in which case the
entire lease is classified as an operating lease. Specifically,
the minimum lease payments (including any lump-sum
upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values
of the leasehold interests in the land element and the
building element of the lease at the inception of the lease.

When the lease payments cannot be allocated reliably
between the land and building elements, the entire lease
is generally classified as a finance lease and accounted for
as property, plant and equipment.

Auto ltalia Holdings Limited 2 F/#22 i A fR 2 &
Annual Report 2012 F

FEBEBEBA (E)

HEMRIRBE R BREEH R
BEL DR BRERBEZHRBEERTEE
MK - BE R 2 I NIRRT - 1A BERA
XHEAEREEERMBBARRIN RILE
AT BHERXRBARE 2 ERKAR
R(F2HTXEABR)BERER-

REMENRRERREREER QR
X MERERGEEERRRERAEEE
EELRENz 2 B REEARRIN

HELHRET

HHEESE LI REFID  AEERE
FHESE D 2B OAREEHRES
BREEAKEH FESBOBLOERE
B REME A M E B RS
RELHE AIBRERED AAKEHE-
ARms REHEEFA(BREM—K
MRMF) RO R L REFE ML
- NEBEEERGK T E SRS
FHE#RS ZAY R FELG DB -

R ERE R E L RIET Y BT &
AWMZBRT 2HAEEHELRMA +
b RIET Y KA AL BERRE
BARE-



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

The fair value of services received determined by reference
to the fair value of share options granted at the date of
grant is expensed on a straight-line basis over the vesting
period, with a corresponding increase in equity (share
options 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 original
estimates during the vesting period, if any, is recognised
in profit or loss such that the cumulative expense reflects
the revised estimate, with a corresponding adjustment to
share options reserve.

When share options are exercised, the amount previously
recognised in share options 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 share options
reserve will be transferred to accumulated profits/(losses).
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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. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. Where a reasonable and consistent
basis of allocation can be identified, corporate assets
are also allocated to individual cash-generating units,
or otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Intangible assets with indefinite useful lives are tested for
impairment at least annually, and whenever there is an
indication that they may be impaired.

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

Financial assets and financial liabilities are recognised
on the consolidated statement of financial position
when a group entity becomes a party to the contractual
provisions of the instrument. Financial assets and financial
liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or
issue of financial assets and financial liabilities (other
than financial assets or financial liabilities at fair value
through profit or loss) are added to or deducted from the
fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition.

For the year ended December 31, 2012
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For the year ended December 31, 2012
HZE2012F1283181L5E
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Financial assets

The Group’s financial assets are mainly loans and
receivables and available-for-sale financial assets. The
classification depends on the nature and purpose of the
financial assets and is determined at the time of initial
recognition. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets
within the time frame established by regulation or
convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a debt instrument 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 and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the debt instrument, or,
where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest income is recognised on an effective interest
basis.

Auto ltalia Holdings Limited 2 F/#22 i A fR 2 &
Annual Report 2012 F

THEE

AEBzeREETER/ERMEWFIA
ERAfthEZSREE - DBRRF%ZFE
MEEZHERBOME LRNFHER
RBREMBEM SREEZMBLETE
BERHESRR S B HEEER LEUEE
R-LRBERHEEDEARRERTS
EBHRECKEARKEECEREER

= °

BRI E%

ERNEERFTEER TR ZEHAIA
EARERBBBMEANNERAZTE-B
PR M R R VIR HE AR B P AR A T
Azt AEHs (HER ) £ B
R AR KRB BA (BTSSR
HEERBRERNERZ A ER &N
ER RXHRAREMGBESIIE) TES
RREDFEA A X -

B ARBE R REERER



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, loan receivables, amounts due from
associates, pledged bank deposits and bank balances)
are carried at amortised cost using the effective interest
method, less any identified impairment losses (see
accounting policy on impairment of financial assets
below).

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
that are either designated or not classified as loans and
receivables, held-to-maturity instruments or financial
assets at fair value through profit or loss.

Dividends on available-for-sale equity instruments are
recognised in profit or loss when the Group’s right to
receive the dividends is established.

Available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair
value cannot be reliably measured and derivatives that are
linked to and must be settled by delivery of such unquoted
equity investments are measured at cost less any identified
impairment losses at the end of each reporting period (see
the accounting policy in respect of impairment loss on
financial assets below).

For the year ended December 31, 2012
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For the year ended December 31, 2012
HZE2012F1283181LEE
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Impairment of financial assets

Financial assets are assessed for indicators of impairment

at the end of each reporting period. Financial assets
are considered to be impaired where there is objective
evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset,
the estimated future cash flows of the financial assets
have been affected.

For an available-for sale equity investment, a significant

or prolonged decline in the fair value of that investment
below its cost is considered to be objective evidence of

impairment.
Objective evidence of impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

o breach of contract, such as default or delinquency

in interest and principal payments; or

o it becoming probable that the borrower will enter

bankruptcy or financial re-organisation.

For certain categories of financial assets, such as trade
and other receivables, assets that are assessed not to be
impaired individually, in addition, 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 and observable
changes in national or local economic conditions that
correlate with default on receivables.
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Impairment of financial assets (Continued)

For financial assets carried at amortised cost, the amount
of the impairment loss recognised is the difference
between the asset’s carrying amount and the present
value of the estimated future cash flows discounted at
the financial asset’s original effective interest rate. 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 of impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.

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 and
loan 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 trade and other receivables are
considered uncollectible, they are written off against the
allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

For the year ended December 31, 2012
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For the year ended December 31, 2012
HZE2012F1283181L5E

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability
and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. Equity instruments issued by the Group
are recognised at the proceeds received, net of direct issue
costs.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the financial liability, or,
where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest expense is recognised on an effective interest
basis.

Financial liabilities

Financial liabilities (including trade and other payables,
amount due to a related company, bank and other
borrowings and obligations under finance leases) are
subsequently measured at amortised cost, using the
effective interest method.

Auto ltalia Holdings Limited 2 F/#22 i A fR 2 &
Annual Report 2012 F

THEELEEZ TR

h—RIEE AT AR TARERST
B DREANTHCER RYSHMA

BERERTAZAEREAERABEAK
Z'So
# T A

— AR TANEARAREEE 2 MR
#xmE (HREMERER) 2EAaH -~
SEIT S T ARKEATEHIA (0
FREZRBITRAR) KR

BEERFE%

BERMEERFTEERE B 2B HAN A
EAERBRAMRAZMNERXZTA-&'
BRAMRSVIRERRS A EEBBERMAR
s (fir 8 A ) B8 B A S b 5T R 2R 3R
MR (BEANLEMEERERE
BANEZABEEARNBER KUK
REAMGEKITE) B REREFELZF

o

MBS IRERN R EERER -

THERE

TREE(BEEEFEREEMEMNK
B EN—-EEBARRE RITREME
AEBEMEAE)BREAERMNEX
TR AT E -



Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially all
the risks and rewards of ownership of the asset to another
entity.

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 directly
in other comprehensive income and accumulated in equity
is recognised in profit or loss.

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

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

For the year ended December 31, 2012
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For the year ended December 31, 2012
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Determining whether goodwill is impaired requires
an estimation of the recoverable amount of the cash-
generating units to which goodwill has been allocated.
Where the recoverable amount is determined based on
the value in use calculation, 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 present
value. When the actual future cash flows are less than
expected, a material impairment loss may arise. At
December 31, 2012, the carrying amount of goodwill
was HK$2,855,000 (2011: HK$30,111,000), whereas
an impairment loss of HK$27,256,000 (2011: nil) was
recognised during the year ended December 31, 2012.
Details of the recoverable amount calculation disclosed in
note 18.

Property, plant and equipment are depreciated on a
straight-line basis over the estimated useful lives of
the relevant assets, after taking into account their
estimated residual value, if any. The Group reviews the
estimated useful lives of the assets annually in order
to determine the amount of depreciation expenses to
be recorded during the periods. The useful lives are
based on the Group's historical experience with similar
assets taking into account anticipated technological
changes. The depreciation expenses for future periods are
adjusted if there are significant changes from previous
estimates. At December 31, 2012, the carrying value of
property, plant and equipment is HK$78,162,000 (2011:
HK$129,178,000).
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Determining whether intangible assets are impaired
requires an estimation of the future cash flows expected
to arise from the products developed and a suitable
discount rate in order to calculate present value. Where
the actual future cash flows are less than expected,
a material impairment loss may arise. At December
31, 2012, the carrying amounts of intangible assets
were HK$5,400,000 (2011: HK$5,400,000) with no
impairment loss recognised. Details of the recoverable
amount calculation disclosed in note 19.

The management of the Group reviews an aging analysis
at the end of the reporting period and makes allowance
for obsolete and slow-moving inventory items identified
that are no longer suitable for use in production or sale.
The management estimates the net realisable value for
such finished goods based primarily on the latest selling
and purchase prices and current market conditions. The
Group carries out an inventory review on a product-by-
product basis at the end of the reporting period and
makes allowance for slowing-moving inventory. If the
market condition was to deteriorate, resulting in a lower
net realisable value for such finished goods, additional
allowances may be required. At December 31, 2012,
the carrying amount of inventories is HK$416,577,000
(2011: HK$300,995,000), whereas the allowance for
inventories recognised during the year ended December
31, 2012 is HK$6,879,000 (2011: reversal of allowance
for inventories of HK$2,259,000).

For the year ended December 31, 2012
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For the year ended December 31, 2012
HZE2012F1283181L5E

Determining whether available-for-sale investments are
impaired requires an estimation of the future cash flows
expected to arise from the investments developed. Where
the actual future cash flows are less than expected,
a material impairment loss may arise. At December
31, 2012, the carrying amounts of available-for-sale
investments were HK$252,000 (2011: HK$9,552,000),
whereas impairment loss recognised during the year
ended December 31, 2012 is HK$9,300,000 (2011: nil).
Details of the recoverable amount calculation disclosed in
note 20.

When there is objective evidence that trade and other
receivables and loans receivables may be impaired, the
Group estimates the future cash flows of those balances.
The amount of the impairment loss is measured as the
difference between the assets’ carrying amount and the
present value of estimated future cash flows (excluding
future credit losses that have not been incurred)
discounted at the financial assets’ original effective
interest rate (i.e. the effective interest rate computed
on initial recognition). Where the actual future cash
flows are less than expected, a material impairment loss
may arise. At December 31, 2012, the carrying amount
of trade and other receivables and loan receivables
were HK$128,275,000 (2011: HK$201,818,000) and
HK$6,086,000 (2011: HK$15,811,000) respectively,
whereas allowance for bad and doubtful debts
recognised during the years ended December 31, 2012
is HK$9,260,000 (2011: HK$60,000) and HK$8,104,000
(2011: HK$6,238,000) respectively.
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The Group manages its capital to ensure that it will be
able to continue as a going concern while maximising
the return to the shareholder 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 amount due to a related company, obligations
under finance leases and bank and other borrowings
disclosed net with cash and cash equivalents, and equity
attributable to owners of the Company, comprising issued
share capital and reserves. The Directors review the capital
structure on a continuous basis. As part of this review,
the Directors consider the cost of capital and the risks
associated with each class of capital.

Financial assets ERMBEE
Available-for-sale investments AP ERE
Loans and receivables B R Uk BR 3R

(BREAEIAS
FEEE)

(including cash and
cash equivalents)

Financial liabilities EREE

Amortised cost B A

For the year ended December 31, 2012
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For the year ended December 31, 2012
HZE2012F1283181L5E
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The Group's financial instruments include available-
for-sale investments, trade and other receivables, loan
receivables, amounts due from associates, pledged
bank deposits, bank balances, trade and other payables,
amount due to a related company, obligations under
finance leases and bank and other borrowings. Details
of these financial instruments are disclosed in respective
notes. The risks associated with these financial
instruments include market risk (currency risk and interest
rate risk), credit risk and liquidity risk. The policies on how
to mitigate these risks are set out below. The management
manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and
effective manner.

Market risk
Currency risk

The group entities collect most of the revenue and incur
most of the expenditures in their respective functional
currencies. The Directors consider that the Group’s
exposure to foreign currency exchange risk is insignificant
as the majority of the Group’s transactions are
denominated in the functional currency of each individual
group entity.

The Group currently does not have a foreign currency
hedging policy. However, the management of the
Company monitors foreign exchange exposure and will
consider hedging significant foreign currency exposure
should the need arise.
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For the year ended December 31, 2012

BE2012F12A31H L FE
Market risk (Continued) mEEEE (E)
Currency risk (Continued) Ermb (&)
The carrying amounts of the Group's major foreign REBRBERRUINEBEN FEE
currency denominated monetary assets and liabilities at MEERBEEABRZEEBENT
the end of the reporting period are as follows:
Assets Liabilities
BE 8
2012 2011 2012 2011
HKS$'000 HK$'000 HK$'000 HK$'000
TR THT TR T
United States Dollars (“USD") 37T 48,438 55,676 45,189 45,764
Renminbi (“RMB") N 36,548 51,734 - A
Euro (“EUR") BT 1,764 13,911 3,690 21,984
Singapore Dollar (“SGD") AR - . 4,185 1,240
Thai Baht (“THB") TR - - 17,850 12,937
Sensitivity analysis BRRE DT
As HK$ is pledged to USD, the Group does not expect BRABITHEZ TN AEEBHATEERE
any significant foreign currency exposure arising from the P TT H, 38 T 2 B O Bh i B A R ] EE R AN
fluctuation of the HK$/USD exchange rates. As a result, MRk Bt EERAAEEEBITHE
the Directors consider that the sensitivity of the Group's TL 2 N R E B 2 SRS BRI o

exposure towards the change in foreign exchange rates
between HK$/USD is minimal.
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For the year ended December 31, 2012
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Market risk (Continued)
Currency risk (Continued)
Sensitivity analysis (Continued)

The following table details the Group’s sensitivity to a
5% (2011: 5%) increase and decrease in HK$ against
RMB, EUR, SGD and THB. 5% (2011: 5%) represents
management’s assessment of the reasonably possible
change in foreign exchange rates. The sensitivity analysis
of the Group's exposure to foreign currency risk at the end
of the reporting period has been determined based on
the change taking place at the beginning of the financial
period and held constant throughout the reporting
period. The sensitivity analysis of the Group's exposure to
foreign currency risk at the end of the reporting period
include only outstanding foreign currency denominated
monetary items.

A positive number below indicates an increase in post-
tax loss for the current year where a 5% (2011: 5%)
strengthening of HK$ against RMB, EUR, SGD and THB.
For a 5% (2011: 5%) weakening of HK$ against RMB,
EUR, SGD and THB, there would be an equal and opposite
impact on the post-tax loss for the year as set out below:

mEmeE (&)
EXmELE (&)
BUREDM (&)

TRFAJEEAEEHANBTEARE .
BRIT ~ FT I3 B K TR ERTE R £ TR E15%
(20114F :5% ) Z BURE ° 5% (20114 :
5% )15 EIEBYHERAESEESE 2T
fir o AN B R R4S HA R 2 HNEE [ B 2 B RK
EAM T REG KRR L3R 2 EahE
T WERERE AR TE - AEBER
HERZINERR Z BREDITERTE
REEHNESTEZERIER -

THEHR BT AR BT # 0
KERFKLIRBITER5% (20115 :
5% ) MABRF E R IR B 1R8I0« 08
TTHARE BUT - STIRE KRR IRE
TURS85% (20114F : 5% ) - B EHARFE
GREABREX TIHRERERZIEZE:

RMB impact EUR impact SGD impact THB impact
ARBRE Bi¥g MR E RHYE
2012 2011 2012 2011 2012 2011 2012 2011
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FiET THET FiET THET FiET TET FiET
Increase (decrease) in post-tax loss B4 BB 0 (Rl ) 1,526 2,160 170 (337) (175) (52) (745) (540)

In the management’s opinion, the sensitivity analysis is
unrepresentative of the inherent foreign exchange risk
as the period end exposure does not reflect the exposure
during the reporting period.
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Market risk (Continued)
Interest rate risk

The Group's fair value interest rate risk relates primarily to
loan receivables, pledged bank deposits and obligations
under finance leases. The Group’s cash flow interest
rate risk relates primarily to variable-rate bank balances,
bank and other borrowings (see note 27 for details of
the bank balances and note 29 for details of bank and
other borrowings). The Group currently does not have an
interest rate hedging policy. However, the management
monitors interest rate exposure and will consider other
necessary actions when significant interest rate exposure
is anticipated.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to interest rates for non-derivative
instruments at the end of the reporting period. For
variable-rate bank balances and bank borrowings, the
analysis is prepared assuming the bank balances and
bank borrowings outstanding at the end of the reporting
period were outstanding for the whole year. A 10
basis points increase or decrease in variable-rate bank
balances represents management’s assessment of the
reasonably possible change in interest rates. If interest
rate decreases/increases by the aforesaid basis point, and
all other variables were held constant, the Group’s post-
tax loss for the year ended December 31, 2012 would
increase/decrease by approximately HK$227,000 (2011:
HK$206,000). A 50 basis points increase or decrease in
variable-rate bank borrowings represents management’s
assessment of the reasonably possible change in interest
rates. If interest rate increases/decreases by the aforesaid
basis point, and all other variables were held constant,
the Group's post-tax loss for the year ended December
31, 2012 would increase/decrease by approximately
HK$1,371,000 (2011: HK$1,367,000).

In the management’s opinion, the sensitivity analysis is
unrepresentative of the inherent interest rate risk as the
period end exposure does not reflect the exposure during
the reporting period.

For the year ended December 31, 2012
HZE2012F1283181EFE

FEmE ()
FIE MR

AEBEZzRAVENERREZEEBKRE
o BEEHRITERMABEREEHEM -
AEBZBE R KRR EREFEIRT
R RITLEMEERE (RITEBRZHB
FLHME27TRBITREMEE ZFER
2BIMIEE29) BRE - AR BRI A R Y
FRIRER o AT - B IR ER A R AR I KR
BHHEEANXEREEBEMAFT
) o

BRREDT

AT EREE DT RS IR 2 FE6T
AETEZHRABMET 2 B RITHE
BRIBITEEMS oM IHBRERERE
HRMABEEZRITEHLBITEHERE
BEENTEEE - ZFBRITAEHKIERO
EEZMILREE  RAEEEH A KA
BB A B2 - WA XRR bt
HEETE,/ L BFEEMmESEZET
B BIAREBEHE2012F12A318 ILEE
ZBRE BB IBIG IN, R A £9227,000%8 7T
(20114F : 206,000 7T ) 2 BIRITHEEE
FASOEE BRI RIRE  RREEEHF
KA HIR 2 A BE BT - WH &%
Pt EE R TR BFfEEMt S
B A AREEHE2012F12A8318 1
FE 2 BT ZEBE 0,5 4 491,371,000
7T (20114 : 1,367,000 7T) ©

BEERSHR AR R I ERRAA
Z Rk BBURE T R ENE =R
R o
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For the year ended December 31, 2012
HZE2012F1283181L5E

Credit risk

The Group’s credit risk is primarily attributable to trade
and other receivables, loan receivables, amounts due from
associates and bank balances and pledged bank deposits
for year ended December 31, 2012 and 2011.

The Group’s maximum exposure to credit risk which
will cause a financial loss to the Group due to failure to
discharge an obligation by the counterparties is arising
from the carrying amount of the respective recognised
financial assets as stated in the consolidated statement of
financial position.

Trade and other receivables consist of a large number of
customers spread over diverse geographical areas, thus
the Group does not have significant concentration on
credit risk.

Bank balances and pledged bank deposits are placed in
various banks and the Group has limited exposure to any
single financial institution. The credit risk on liquid funds
is limited because the counterparties are banks with good
reputation.

Sensitivity analysis

The Group has significant concentration of credit risk on
loan receivables and amounts due from associates. In
order to minimise credit risk, management has delegated
a team to be responsible for the determination of credit
limits, credit approvals and other monitoring procedures.
In addition, management reviews the recoverable amount
of each loan receivable and amount due from associates
at the end of the reporting period to ensure that adequate
impairment losses are recognised for irrecoverable debts.
The impairment losses recognised in respect of loan
receivables during the year ended December 31, 2012 is
HK$8,104,000 (2011: HK$6,238,000). The management
closely monitors the subsequent settlement of the
individual loan and does not grant long credit period to
the counterparties. Also, management may request for
collaterals in order to minimise the exposure of credit
risk due to discharge an obligation by the counterparties.
For the amounts due from associates, the management
assesses the financial position of the associates. In this
regard, the Directors consider that the Group's credit risk
is significantly reduced.
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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 of the
Company monitors the utilisation of bank borrowings and
ensures compliance with loan covenants.

The following table details the Group’s remaining
contractual maturity 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. Specially,
bank borrowings with a repayment on demand clause
are included in the earliest time band regardless of the
probability of the banks choosing to exercise the rights.
The maturity dates for non-derivative financial liabilities
are based on the agreed 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 contracted interest
rate at the end of the reporting period.

For the year ended December 31, 2012
HZE2012F1283181EFE

MBI R

REERBUERRMES AREEREE
F—EKkFzBRERREEFERE X
ERREAENEEELRERSREN
BB ARAEREERRITERZ
B AERTEERRL-

TRAMAEBEERGEGRRZIFNTES
MEBEZHRTAENIEER ZRIDRE
AEBARERERZHEFNRBZER
BEEABRARERERE -AEME &
BRZREFGRZRITREFAZRER
B AR TIB BT E AN 2 I REE -
FITESRABZIHANERMEZE
HH -

ZREENEEREZRSRE R B
MERFBNERZBRT  RERKIEATS
MNHRERRZENNESH -

Weighted Less than Total Total

average 1 year or 1to5 Over undiscounted carrying

interest rate  on demand years 5years  cash flows amount
mEFH 1ERE RERE

ME BRER 1255 SENE  RERE  REAER
% HK$'000  HKS$'000 ~ HKS'000  HKS$'000  HK$'000
TR FER TER TR FER

At December 31, 2012 ®2012412A318

Non-derivative financial liabilities FITELRMEE

Trade and other payables B 51 R RE M B BR IR - 298,676 - - 298,676 298,676
Amount due to a related company FE+ — AR A Rl 5B = 441 = = a1 a1
Bank and other borrowings BOREMEE 4.60% 341,330 7,335 5,038 353,703 338,140
Obligations under finance leases BMERERK 4.88% 340 720 22 1,082 981

640,787 8,055 5,060 653,902 638,238
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For the year ended December 31, 2012
HZE2012F1283181L5E

100

Liquidity risk (Continued)

Weighted
average
interest rate
T
=
%

At December 31, 2011 W2011E12A318

Non-derivative financial liabilities FTESBAR

Trade and other payables %%GEX&HWEWE% -
Amount due to a related company [E —E AR -
Bank and other borrowings BOREMEE 5.65%
Obligations under finance leases HETEREK 3.62%

mErEmE (F)

Less than Total Total
1 year or 1t05 Over undiscounted carrying
on demand years Syears  cash flows amount

1A% FRRRE
REX 1E55 SEMRE mERE REEE
HK$'000 HK$'000 HK$°000 HK$'000 HK$'000
TET TEL FET TET TEL
334,973 - - 334,973 334,973
441 441 441
328,260 10,706 13,895 352,861 333,009
17 an 82 664 571
663,845 11,117 13,977 688,939 668,994

The amounts included above for variable interest rate
instruments for non-derivative financial liabilities is subject
to change if changes in variable interest rates differ to
those estimates of interest rates determined at the end of
the reporting period.

The fair values of financial assets (excluding available-for-
sale investments) and financial liabilities are determined in
accordance with generally accepted pricing models based
on discounted cash flow analysis.

The Directors consider that the carrying amounts of
financial assets and financial liabilities recorded at
amortised cost in the consolidated financial statements
approximate to their fair values.

fHFEH RSB EZERREARETE 2
BEMEREREER A LRI ES R
BECFETAZEREKEES-

TREE (TEEAHEERE) REREA
B2 R FEIRE-RERZ EEREN
ERPRREREDTMETE

EEAREEVMBTRRIZEBERANCEZ
cREEMGBRARKAEREEQFEM
=
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For the year ended December 31, 2012

BHE2012F12A31BIEFE
Information reported to the Group's chief operating MO ERRA G BARREMAAEEE
decision maker (“CODM"), being the Executive Directors DEERRE([T2EERERE] WA
of the Group, for the purposes of resource allocation and REBHPTES)ER2ERN EZEREHR
assessment of segment performance focuses on types PRI 2RI o BN EAREE 2
of goods or services rendered which is also consistent AHEERF B - RIBERBMHHmEE
with the basis of organisation of the Group. The Group's BIZESS: AEBE 2 KERRESEHEMAT :
operating and reportable segments under HKFRS 8 are as
follows:
(i) Cars — Trading of cars and related accessories and (i) RE - B B )RHE KRR KR H
provision of car repairing services B SRS
(i) Electrical appliances — Distribution of air- iy EBER-IHETEAER FERE A
conditioning products, audio-visual equipment, car iﬁ%&ﬁi\ﬂﬂ%@%ﬁ
audio and other electrical appliances
(i) Fashion apparels and accessories — Distribution and iy FHENRESH-—SHEETERERE
retail of fashion apparels and accessories il
(ivy  Others — Motor yachts and property investment (iv) Hih—#oEERYERE

Auto Italia Holdings Limited & i |12 f% B IR A 7)
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For the year ended December 31, 2012

HE2012F 128318 IEFE
The following is an analysis of the Group’s revenue and REBIRBERCED B ZBMARFEE
results by reportable and operating segment. DT o
2012
Fashion
Electrical apparels and
Cars  appliances  accessories Others  Eliminations Consolidated
RE B NEREH Hit i #AKRE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERT TERT TERT TERT TERT TERT
SEGMENT REVENUE 2ERA
External sales IhERSHE WA 1,190,230 263,055 54,116 - - 1,507,401
Inter-segment sales £BZEEERA 64 94 118 - (276) -
Group revenue SERA 1,190,294 263,149 54,234 - (276) 1,507,401
SEGMENT RESULTS PERE
Segment profit/(loss) AREN/ (BE) 7,693 9,076 (12,629) (2,092) - 2,048
Interest income FEHA 1,428
Unallocated corporate expenses R BEAAEL L (15,702)
Finance costs BBER (20,837)
Impairment loss on goodwill BEZREER (27,256)
Impairment losses on loan ERER 2 AEEE
receivables (8,104)
Impairment loss on available-for- AL ERE ZHERFE
sale investment (9,300)
Loss before taxation B AIEE (77.723)

Auto Italia Holdings Limited & % F|1Z X AR A &)
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2011 (restated) (&%)

Cars
AE
HK$'000
FAR
SEGMENT REVENUE FERA
External sales IBHEKA 1,114,500
Inter-segment sales B ZABEERA 83
Group revenue SERA 1,114,583
SEGMENT RESULTS PEEE
Segment profit/(loss) AERF/ (EB) 28,424
Interest income FEMA
Unallocated corporate expenses AP BARXH
Finance costs HEER
Impairment losses on loan ERER 2 AEER

receivables
Share of result of a jointly EE—FEREHEE
controlled entity E3

BB AIEE

Loss before taxation

The accounting policies of the operating segments are
the same as the Group's accounting policies described in
note 3. Segment profit/(loss) represents the profit earned
by/(loss) from each segment without allocation of central
administration costs, impairment losses on goodwill,
loan receivables and available-for-sale investments, share
of result of a jointly controlled entity and finance costs.
This is the measure reported to the Executive Directors
for the purposes of resource allocation and performance
assessment. The segment revenue and results for the
year ended December 31, 2011 has been re-presented to
be consistent with the presentation applied for this year
(please refer to note 42 for details).

Electrical
appliances
B
HK$'000
TAT

256,311
1,263

257,574

For the year ended December 31, 2012

EHZE2012F12A31BLEFE
Fashion
apparels and
accessories Others  Eliminations  Consolidated
CEYI ] Hety G| FE%A
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FEL FET
38,270 7,229 - 1,416,310
4 - (1,350) -
38,274 7,229 (1,350) 1,416,310
(1,868) 1,466 - 37,149
1,433
(34,421)
(14,098)
(6,238)
313
(15,862)

LRSS ST ER B 3l 2 AN E
EeHERAR - D BEEF, (BE)ES
DEBR AN (EEZEER) A2
RRITHAA - 28 ERERRAIHEE
BEBEEE EH— T T
ERVBER IR ERD B RKIRFT
BRANITESTZ2MIH E-EHZE20116F12
A3BLFEZ 2 EBAREEDKET
NEARFERERBZ 25— (FI5E26H
Bifsr42) »
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For the year ended December 31, 2012
HZE2012F1283181L5E

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

liabilities by reportable and operating segment.

2012

Assets

Segment assets
Available-for-sale investment
Loan receivables

Bank balances and cash
Pledged bank deposits
Unallocated corporate assets

Consolidated assets

Liabilities

Segment liabilities

Bank and other borrowings
Unallocated corporate liabilities

Consolidated liabilities

gE

NHREE
HHERE
ERER
BRITHEHRAE
BEEMRTER
ADBAREAE

GRAE

Auto Italia Holdings Limited & % F|1Z X AR A &)
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Cars
AE
HK$'000
TR

474,455

291,035

N
(G

Electrical
appliances
HK$'000
TERT

116,513

53,578

B 1% 2 3 M
Mo e

Fashion
apparels and
accessories
W 5 R B B
HK$'000
TR

29,675

8,705

Others
Hitr
HK$'000
TERT

41,620

18,401

ENREINDCEERA

Consolidated
REERR
HK$'000

TER

662,263
252
6,086
85,780
151,603
78,289

984,273

371,719

338,140
10,435

720,294



For the year ended December 31, 2012

HZE2012F1283181EFE
2011 (restated) (&%)
Fashion
Electrical ~ apparels and
Cars appliances accessories Others  Consolidated
& B  BEREH Hit FAKE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT THT FHT THT FET
Assets BE
Segment assets NEEE 426,252 91,359 83,422 47,736 648,769
Available-for-sale investments A it H 124 9,552
Loan receivables K ER 15,811
Bank balances and cash RITERIAE 71,754
Pledged bank deposits BHEMBITER 134,000
Unallocated corporate assets AR BARIEE 125,274
Consolidated assets HEEE 1,005,160
Liabilities a8
Segment liabilities NEEE 308,359 51,612 28,635 785 389,391
Bank and other borrowings BITREMEE 333,009
Unallocated corporate liabilities AP EARE & 12,727
Consolidated liabilities GEAaRE 735,127
For the purpose of monitoring segment performance and RTERSBRREERRDERIEER:
allocating resource between segment:
= all assets are allocated to operating segment = BRARIEE AIHEERE BRE
other than corporate assets, available-for-sale FoMITHEBRIR e RBEMRRT
investments, loan receivables, bank balances and TR MBEEHIREELED
cash and pledged bank deposits; Lol
= all liabilities are allocated to operating segment = BRARBERRITREMEERIN
other than corporate liabilities and bank and other FIBERaEHIREELEDE-
borrowings.
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For the year ended December 31, 2012
HZE2012F1283181L5E

2012

Amounts included in the
measure of segment profit/
loss or segment assets

Addition of property,
plant and equipment

Depreciation of property,
plant and equipment

Gain/(loss) on disposal of property,
plant and equipment

Loss on disposal of investment
properties

Impairment loss on available-for-
sale investment

Impairment losses on loan
receivables

Impairment losses on trade and
other receivables

TEARERN/ BES
PREERTAZEE

RENE BERRE
nE BERRBINE
HEME BE RREZ
g/ (B1E)
HERENEZBE
HEEREZREESR
EREFZREER

BEHERREMER
ER2REER

Auto Italia Holdings Limited & % F|1Z X AR A &)
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Cars
RE
HK$'000
FET

19,631

16,884

(409)

(1,502)

Electrical
appliances
E&
HK$'000
TEL

534

715

(17

(79)

Fashion
apparels and
accessories
B T L
HK$'000
TET

728

1,948

)

(2,777)

Others
Hity
HK$'000
TER

42

(42)

Unallocated Consolidated

RDE
HKS$'000
TR

4,835

3,110

8,421

(838)

(9,300)

(8,104)

(4,902)

SRERA
HK$000
TER

25,728

22,699

7,949

(838)

(9,300)

(8,104)

(9,260)



2011

Amounts included in the
measure of segment profit/
loss or segment assets

Addition of property,
plant and equipment

Depreciation of property,
plant and equipment

Amortisation of prepaid lease
payments

Fair value gains on investment
properties

Reversal of properties held for
sale to net realisable value

Gain/(loss) on disposal of property,
plant and equipment

Gain on disposal of prepaid lease
payments

Impairment losses on trade and
other receivables

Impairment losses on loan
receivables

Written-off of other receivables

TERARERN/ BES
PREERTAZEE

BENE RRRRH
% BERRELIE
BHBARARY
BEAMEATHNE
BieangREz
GES R
tR% HERREL
Wit/ (BH)
TR R0
HHERREREN
B3 AER
BRERZAERR

H it el R A

Cars
AE
HK$'000
FEL

26,467

15,574

719

Electrical
appliances
B
HK$'000
TAT

809

696

Fashion
apparels and
accessories
CEYI ]
HK$'000
TAR

1,428

1,322

26

For the year ended December 31, 2012

EHZE2012F12A31BLEFE

Others Unallocated ~ Consolidated
Hety KB FE%A
HK$'000 HK$'000 HK$'000
FET FEL FET
- 4,172 32,876

183 3,964 21,739
19 10 29
1,000 - 1,000
4,600 - 4,600
745 (402) 1,039
1,339 122 1,461
= = (60)

- (6,238) (6,238)

- (721) (721)
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For the year ended December 31, 2012
HZE2012F1283181L5E

No revenue from customers contributing over 10% of
total revenue of the Group for both years.

The Group’s operations are mainly located in Hong
Kong, Singapore, Malaysia, Mainland China and Macau.
The following table provides an analysis of the Group’s
revenue by location of customers, irrespective of the
origin of the goods/services:

Hong Kong 5
Singapore 1 h03E
Malaysia SRAEDR
Mainland China B A
Macau B P

Auto ltalia Holdings Limited 2 F/#22 i A fR 2 &
Annual Report 2012 F

RREFER BREEPZRABEAR
SEBRAZ10% °

AEBEZEBEIENMNEEL FINH-
FSRPE: - REAM R - TRIZREFZ
FREM DT A EE 2 A (TidEm, R
B2 IREM) :

2012 2011
HK$000 HK$'000
FET FH&ET
(restated)

(E31))

937,239 858,596
115,537 105,035
50,204 58,644
392,670 385,123
11,751 8,912
1,507,401 1,416,310



The following is an analysis of the carrying amount of
non-current assets (excluding deferred tax assets and
financial instruments) analysed by the geographical area

in which the assets are located:

Hong Kong
Singapore
Malaysia
Mainland China
Macau

B
AN
E ]
FE A
P

An analysis of the Group's revenue for the year is as

follows:

Sales of goods to customers,

less returns and discounts
Maintenance service income
Rental income

HEBMmTEP

ERR B R I
REB/ERB KA
HE WA

For the year ended December 31, 2012
HZE2012F1283181EFE

REEMAEMBOMZIERBEE (T8
HREEHBAEEERGRTH) ZEREELN

T

2012
HK$"000
TERT

84,638
697
635

7,986

93,956

AREBFREWAZ DT :

2012
HK$'000
TET

1,358,197
149,204

1,507,401

2011
HK$'000
FHET
(restated)
(E31))

122,125
790

727
51,075
14

174,731

2011
HK$'000
FHET
(restated)
(E3))

1,284,221
131,860
229

1,416,310
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For the year ended December 31, 2012

HZE2012F1283181L5E
2012 2011
HK$'000 HK$'000
F#&x FHET
(restated)
(&%)
Commission income A ON 3,481 3,569
Interest income F BTN 1,428 1,433
Dividend income AR BURA 4,409 2,244
Warranty and insurance claims ELCEUR B R AR B R
received - 3,431
Subsidies income from suppliers HER LS T 2L 4,472 5,374
Legal and professional fees in HERREENAMZ
relation to voluntary cash offers FEEREEEA = (6,826)
Others Hh 6,077 4,529
19,867 13,754
2012 2011
HK$'000 HK$'000
FET FHET
(restated)
(&%)
Impairment loss on available-for- At E 18 & 7 B EE B
sale investment (9,300) -
Impairment loss on goodwill 2 REEE (27,256) =
Impairment losses on loan EWE R 2 R EEE
receivables (8,104) (6,238)
Impairment losses on trade and B O TR R EMERRR
other receivables, net WEFEE (9,260) (60)
Loss on disposal of investment HEREMEZEBE
properties (838) -
Written-off of other receivables L {8 52 BR SR 8 - (721)
Net foreign exchange (losses) gains  SMNEF (E518) e zk (680) 1,730
Gain on disposal of property, HEME WMERZEZ
plant and equipment & 7,949 1,039
Gain on disposal of prepaid lease &AM E 78 2 Wz
payments = 1,461
Fair value gains on investment REYMENTEZ W
properties - 1,000
Reversal of properties held-for-sale #{EHEMERE =
to net realisable value A #35RE - 4,600
(47,489) 2,811
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For the year ended December 31, 2012
HZE2012F1283181EFE

2012 2011
HK$'000 HK$'000
FET FHT
Interests on bank and other RITREMEERE
borrowings
— wholly repayable within —SERNEHER
five years 20,521 13,294
— wholly repayable after five years ~ —5F &2 H(E& 275 511
Effective interest expense on ARBREREE 2
convertible loan notes BERAMEZH - 273
Interest on finance leases RMEHRERNE 41 20
20,837 14,098
2012 2011
HK$°000 HK$'000
FTHExT T T
Current tax REZHIE
Hong Kong B 2,023 2,794
Other jurisdictions Hhr AR 898 787
2,921 3,581
Under (over) provision in NEFEEETR
prior years (FREERE)
Hong Kong a5 20 (751)
Other jurisdictions Hhr AR 41 =
61 (751)
Deferred tax (Note 32) EERE A (K15E32)
Other jurisdictions Hth Bl AR (68) (124)
2,914 2,706
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For the year ended December 31, 2012
HZE2012F1283181L5E

6'112 7

Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profits for both years.

Under the Law of the People’s Republic of China (the
“PRC") on Enterprise Income Tax (the “EIT Law"”) and
Implementation Regulation of the EIT Law, the tax rate of
the PRC subsidiaries is 25% for the both years.

The Malaysia income tax is calculated at the statutory tax
rate of 25% of the estimated taxable profit for the both
years.

Under Singapore Income Tax Act, the tax rate of the
Singapore subsidiaries is 17% for the both years.

The taxation for the year can be reconciled to the loss
before taxation per the consolidated income statement as
follows:

ERNEHIEERESE AT EENA
F3216.5%T &

REBEFEAREME ([FE])EEMSE
FoE (EEMBRE]) REEMBHE
BB B A F) R EEE B =
525% ©

ERAEMEHEZMEFE G ERREA
F 2 EEFRER25%:1H -

B AR FT NI BT S R - F AN B A Bl R
BFEREZHEERIT% o

4R A 1B RS R P EL AN 4F FE 1 TE 1) BB B AT
BEEROT

2012 2011
HK$'000 HK$'000
FET FHETT
Loss before taxation B % Al B 48 (77,723) (15,862)
Tax at the domestic income tax ?;zz!iiﬁzﬁﬁ S E16.5%
rate of 16.5% (Note) st E 2 BIE (i) (12,824) (2,617)
Tax effect of expenses not PFFE B B R
deductible for tax purpose R BB eE 13,210 5,337
Tax effect of income not taxable RMBENBTRTIWAZ
for tax purpose Mg 2 (3,626) (3,235)
Under (over) provision in prior years A+ FEEBET 2 (BREREE) 61 (751)
Tax effect of tax losses not RTHEREIEBEZ
recognised Mg 2 8,505 3,429
Utilisation of tax losses previously B 4t Bl K T #E 2
not recognised WIEEE (2,558) (187)
Tax effect of share of result of EfE—RERZESEEER L
a jointly controlled entity B E - (52)
Effect of difference tax rates of WBAR TR R &
subsidiaries 146 782
Taxation for the year REERIE 2,914 2,706
Note: The domestic tax rate in the jurisdiction where the e : HARNSEEBEEMEEER AN

operation of the Group is substantially based is used.
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Loss for the year has been arrived
at after charging (crediting):

Auditor’s remuneration

Depreciation of property,
plant and equipment

Staff costs:
Directors’ emoluments
Salaries and allowances
Retirement benefits scheme

contributions

Cost of inventories recognised
as expense

Allowance (reversal of allowance)
for inventories (included in
cost of sales)

Operating lease payments in
respect of rented properties

Amortisation of prepaid lease
payments

Loss on disposal of financial assets
at fair value through
profit or loss

AEZEBEREHE (FFA)
EZE-2E

= BED B =
ME -BERRBIITE

BEMKA:
E5Me
¥ MOER
BRAE R ET B R

ERBRAX 2 FEMA

FREE (BERE)
(BREHERLT)

AEYEZ @ERERK

BN HE KR

HENRFEFABRRZ
TREEZER

For the year ended December 31, 2012
HZE2012F1283181EFE

2012 2011
HK$'000 HK$'000
TERT TET
2,941 873
22,699 21,739
4,371 8,490
107,831 99,794
5,881 5,764
118,083 114,048
1,209,538 1,124,745
6,879 (2,259)
57,280 43,871

- 29

- 17
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For the year ended December 31, 2012

HZE2012F1283181L5E
The emoluments paid or payable to each of ten (2011: Bt 4A106I 2011 F 7)) EE R
seven) Directors and the Chief Executive were as follows: THBZHBAZHMS T
2012
Other emoluments
Hitt &
Performance Retirement
Salaries related benefits
and other incentive scheme Total
Fees benefits payments contributions  emoluments
FER W HEBRR RKER
ik HitlERl  HEz%e  FEZHR Hews
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TET TER TER
(Note iv)
(Bt aEiv)
Executive Directors HTES
Richard Man Fai LEE FXE - 2,590 - 14 2,604
Jeff Man Bun LEE EXH - - - - -
Tik Tung WONG TR - 1,030 - 14 1,044
William Keith JACOBSEN ERE (ki)

(Note i) 90 - - 5 95
Kei Wah CHUA (Note i) BRRE (Wak) 39 - - 2 M
Non-executive Director FRITES
Kam Har YUE (Note ii) Re & (M) 22 - - - 22
Independent Non-executive BYEHTES

Directors
Boon Seng TAN BRSCE 180 - - - 180
Ying Kwan CHEUNG o JE 1 180 - - - 180
Peter Pi Tak YIN FRiE 180 - - - 180
Antonio Maria SANTOS HER

(Note iii) (B =i ) 60 - - - 60

751 3,620 - 35 4,406

Auto Italia Holdings Limited & % F|1Z X AR A &)
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2011

For the year ended December 31, 2012

Other emoluments

EHZE2012F12A31BLEFE
Retirement
benefits

scheme Total

contributions emoluments
RRER

FTEIZ R Memm

HK$'000 HK$'000

TET THT

12 5,655

1 301

12 2,255

- 34

- 90

- 90

- 90

25 8,515

MZEER2012F1 A1 HERT £

HEEAN2012F6 A6 A BT -

(i) ZEEN201268A30H BH T -

Hin b
Performance
Salaries related
and other incentive
Fees benefits payments
Fak W EEBRA
fizkn Hinghl  HEz#e
HK$'000 HK$'000 HK$'000
TET THET TET
(Note iv)
(Bt aEiv)
Executive Directors HITES
Richard Man Fai LEE FYE = 2,563 3,080
Jeff Man Bun LEE FXH - - 300
Tik Tung WONG EHRRE - 1,023 1,220
Non-executive Director FHITES
Kam Har YUE REE 34 - -
Independent Non-executive BYEHTES
Directors
Boon Seng TAN B SAE 90 - -
Ying Kwan CHEUNG o JE 1 90 = =
Peter Pi Tak YIN FRE 90 - -
304 3,586 4,600
Notes: Bt 5
(i) Both Directors were appointed on January 1, 2012. Kei (i)
Wah CHUA resigned on June 6, 2012.
(ii) The Director resigned on August 30, 2012.
(iii) The Director was appointed on September 1, 2012. (iii)
(iv) Performance related incentive payments were (iv)

determined by the remuneration committee having

regard to the performance of Directors and the Group's XE °

operating result.

Auto Italia Holdings Limited & i |12 f% B IR A 7)
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For the year ended December 31, 2012
HZE2012F1283181L5E

;.116 7,

Richard Man Fai LEE, is also the Chief Executive of the EXBEMRBARRAZITHAER  EXRE
Company and his emoluments disclosed above include ZHEMEBEEERITRASREMR 2R
those for services rendered by him as the Chief Executive. o

Of the five individuals with the highest emoluments in the AREBESFMEIATH 14 (2011
Group, one (2011: two) was Director whose emolument is F28)RES BN EX 2 HE-
included in the disclosures above. The emoluments of the BRTA% (201145 3% ) AT ZH BT :

remaining four (2011: three) individuals were as follows:

2012 2011
HK$°000 HK$'000
FET FET
Salaries and other benefits Fre REAMER 8,072 8,337
Performance related incentive MEBRIFEBEES
payments 2,700 —
Retirement benefits scheme RN & 2 R
contributions 33 24
10,805 8,361
Their emoluments were within the following bands: REZMER TS EE N
2012 2011
Number of Number of
employees employees
EBEAHE BEE A
HK$1,500,001 to HK$2,000,000 1,500,0017% 7T — 2,000,0007% 7T 1 -
HK$2,000,001 to HK$2,500,000 2,000,001/ 7T — 2,500,000/ T 1 2
HK$2,500,001 to HK$3,000,000 2,500,001/ 7T — 3,000,000/ 7T 1 -
HK$4,000,001 to HK$4,500,000 4,000,001 7T — 4,500,000 7T 1 1
4 3

Auto Italia Holdings Limited & % F|1Z X AR A &)
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For the year ended December 31, 2012
HZE2012F1283181EFE

During the both years, no emoluments were paid by B E - 7N & B 3 4% @) 57 5 Bl & = A
the Group to the five highest paid individuals (including T (BRES TRAHKEES) FEM
Directors, the Chief Executive and employees) as an B - 15 &R 5| H0A SR A 7R & [ B
inducement to join or upon joining the Group or as 2 BE 5 B R (S o

compensation for loss of office.

None of the Directors and the Chief Executive waived any RREFE BEESRITBAHNET
emoluments during the both years. A= -

The calculation of the basic and diluted loss per share RARVEEANEBLBREAREEERT)
attributable to owners of the Company is based on the BRYIESIETE

following data:

2012 2011
HK$°000 HK$'000
FTHExT FHT
Loss Eia
Loss for the year attributable to RAGEBABGEREE
owners of the Company and B EBEFTEFGRER
loss for the purpose of LEEEE BB
basic and diluted loss per share (78,472) (23,115)
2012 2011
Number of Number of
shares shares
I3 % B RHE B
Number of shares v 4=
Weighted average number of BEsTESRERNRESEE
ordinary shares for the purpose of 2 3 i i% 104 ¥ 159 £
basic and diluted loss per share 2,685,140,988 2,341,621,208
No diluted loss per share has been presented for the HE2012F K201 F12A31BIEFE I
year ended December 31, 2012 and 2011 because the EE27GRBEBE FRABRRKRLIRE
assumed conversion of the share options would result in ERBREREHRTREERRD -

reduction in loss per share.
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For the year ended December 31, 2012

HZE2012F128318ILFE

y
y

cost

At January 1, 2011

Exchange adjustments

Additions

Acquisition of a subsidiary
(Note 36(i))

Disposals

At December 31, 2011
Exchange adjustments
Additions
Disposals

At December 31, 2012

DEPRECIATION

At January 1, 2011

Exchange adjustments

Provided for the year

Acquisition of a subsidiary
(Note 36(i))

Eliminated on disposals

At December 31, 2011
Exchange adjustments
Provided for the year

Eliminated on disposals

At December 31, 2012

CARRYING VALUES
At December 31, 2012

At December 31, 2011

RAE
R2011E1 818
EHA%

RE

g —HME AT (M360)

R2011%512A318
A%

RE

ek

20125127318

il
R2011F1 818

rEERE

g —HME AR (M360)

HEBHE
20115127318
EHAE
KERHE
HEBHE

20125127318

REE
20125127318

R2011%512A4318

Leasehold
land in
Hong Kong
under
medium
term lease
EERRE
HEZNEE
2R
HK$'000
87

42,126

42,126

(26,090)

16,036

1,710

1,053

2,763

673
(2,500)

936

15,100

39,363

Auto ltalia Holdings Limited 2 F/#2 f& A fR 2 &
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Buildings
outside
Hong Kong

(3208
KEZBT
HK$'000
FiET

908

Buildings in
Hong Kong

HEE
BHZET

HK$'000
Thx

15,081

15,081

(2,087)

12,994

264

377

641

347
(230)

758

12,236

14,440

Leasehold
improvements

nEEE
HK$'000
Tk

64,170
857
13,563

39
(6.913)

1,716

164
13,365
(5,531)

79714

46,019

663
8,061

36
(6,596)

48,183

132
10,795
(5.381)

53,729

25,985

23,533

Machinery
and tools

BERIA
HK$'000
FHT

15,768
150
2,031

17,949
40
1,068
(2,079)

16,978

11,552
25
2,336
(1,737)

12,176

4,802

6,397

Furniture,
fixtures and
equipment

G-
RERRR
HK$'000
FiET

28,364
118
2,179

1,493
(2,506)

29,648
164
6,604
(1,998)

34,418

17,962

3371

59
(872)

21,094
148
4,442
(1,633)

24,051

10,367

8,554

Motor
vehicles

AE
HK$'000
A7

26,991
153
15,103

(6,899)

35,348
216
4,691
(20,597)

19,658

6,494
32
5,684

(527)

11,683
98
3,740
(5,535)

9,986

9,672

23,665

Motor
yacht

Ll
HK$'000
Tk

17,636

17,636

(17,636)

3,528

882

4410

366
(4,776)

13,226

Total

28
HK$'000
it

211,044
1,286
32,876

1,532
(17,234)

229,504
584
25728
(76,018)

179,798

85,240

802
21,739

632
(8,087)

100,326
403
22,699
(21,792)

101,636

78,162

129,178



Depreciation is provided to write off the cost of items of
property, plant and equipment over their estimated useful
lives and after taking into account their estimated residual
values, using the straight-line method, at the following
rates per annum:

Leasehold land and buildings ~ Shorter of lease terms
or2'2% - 5%

Shorter of lease terms
or 10% — 20%

20% - 33'3%

10% - 20%

Leasehold improvements

Machinery and tools
Furniture, fixtures and

equipment
Motor vehicles 20% — 25%
Motor yacht 5%

At December 31, 2012, property, plant and equipment
with an aggregate carrying amount of HK$27,336,000
(2011: HK$67,029,000) are pledged to secure certain
bank borrowings granted to the Group.

The carrying value of property, plant and equipment
in respect of assets held under finance leases was
HK$1,062,000 (2011: HK$791,000).

For the year ended December 31, 2012
HZE2012F 128318 1LFE

WEINRYME BFEREFEEE ZEFA
R RINRE[ERBEER  AER
RIS R SHEL AR ANE

HET#E HEHRSE2:%-5%

BF (AERE HE)
LJE3 FHEHR10% - 20%
(AREE %)

HENMTHE  20%-33%4%

FR-EER 10%-20%
B

T 20% —25%

T B 35 i 5%

MR2012F12A8318 V¥ BELEXE
2 AR #.{8 /&27,336,000/ 7T (20114 :
67,029,000 7T ) E WM LA ER T A& E
2HETIRITEE -

MIEMERERECEEZYHE HER
&7 BRE(E 41,062,000 7T (20114 ¢
791,000 7T ) °

HK$'000
FAT
FAIR VALUE AFE

At January 1, 2011 R2011F1 H18 3,000

Increase in fair value recognised in RERERZ R FEEN
profit or loss 1,000
At December 31, 2011 R2011F12H31H 4,000
Disposal & (4,000)

At December 31, 2012

M2012412A31H =

Auto Italia Holdings Limited & i |12 f% B IR A 7)
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For the year ended December 31, 2012
HZE2012F1283181L5E

The fair value of the Group’s investment properties at
December 31, 2011 has been arrived at on the basis of
a valuation carried out on that date by Raffles Appraisals
Limited, which is an independent qualified valuer not
connected with the Group. The valuation was arrived at
by reference to recent market evidence of transaction
price for similar properties in the same locations and
conditions.

All of the Group’s property interests held under operating
leases to earn rentals or for capital appreciation purposes
are measured using the fair value model and are classified
and accounted for as investment properties. The above
investment properties are located in the Mainland China,
held under medium-term leases.

REBMN2011F12A31BZIREDEZ A
FEDEHRFTHERA A (BAEEHR
mEBEs YA EREEMER)KNZA
ETZHEEEEFESH BENKESE
R Z R AR Z SBUMER SE 2
S EETERSE -

ARBEZEELEHESEURBRESHER
THERGZMEREREATEEANE
WDBRAAREYE - LR EMEM
R BE A AR EENFEE -

HK$'000
FET

120

COST
At January 1, 2011
Acquisition of a subsidiary (Note 36(i))

At December 31, 2011 and 2012

IMPAIRMENT
At January 1, 2011 and December 31, 2011
Impairment loss recognised in the year

At December 31, 2012

CARRYING VALUES
At December 31, 2012

At December 31, 2011

Auto Italia Holdings Limited & % F|1ZfX AR A &)
Annual Report 2012 4F 5%

R A

R2011F1 A1H

U B8 — RE Bt B 2 =] (B 5E36() )
M20114E 20124612 A31H

AE

M201141 818 2011128318
FRERZBEEE

M2012912H31H

FRE B
M2012412H31H

M2011412H31H

33,312
67

33,379

3,268
27,256

30,524

2,855

30,111



The Group tests goodwill annually or more frequently if
there are indications that goodwill may be impaired.

For the purposes of impairment testing, management
compared the value in use of the relevant CGUs with the
fair value less cost to sell of the CGUs and concluded
that the value in use is higher than the fair value less
cost to sell. Management of the Group considered each
subsidiary represents a separate cash generating unit
("CGU"). The carrying amount of goodwill has been
allocated to three individual CGUs relating to sales of
fashion apparels amounting to HK$27,256,000, the sales
of accessories amounting to HK$67,000 and the sales of
cars amounting to HK$2,788,000 respectively.

The basis of the recoverable amount and its major
underlying assumptions of CGUs engaged in the sales
of fashion apparels and the sales of cars are summarised
below:

At December 31, 2011, the recoverable amount of the
CGU engaged in the sales of fashion apparels has been
determined based on a value in use calculation. For
impairment assessment purposes, cash flow projections
based on financial budgets approved by management
covering a 5-year period at a discount rate of 11.6%
was used. The cash flows of the CGU engaged in the
sales of fashion apparels beyond the 5-year period of the
financial budgets were extrapolated using a steady 7%
growth rate. This growth rate was based on the relevant
industry growth forecasts and did not exceed the average
long-term growth rate for the relevant industry. Another
key assumption for the value in use calculation was the
budgeted gross margin, which was determined based on
the past performance of the CGU engaged in the sales
of fashion apparels and management’s expectations
for the market development. At December 31, 2011,
the recoverable amount of the CGU engaged in the
sales of fashion apparels exceeded the carrying amount,
therefore, no impairment loss was considered necessary.
Management believes that any reasonably possible
change in any of these assumptions would not cause the
material change of the recoverable amounts of the sales
of fashion apparels.

For the year ended December 31, 2012
HZE2012F 128318 1LFE

AEBEEBETEERENS IR
BEESREDTR HHEEETEHEZ ZA
= o

BETRENR EEESERRSEE
BluzFREEERSELEUCAFE
B ERAELL B Y B HAREREE
BRAFEREEXN AR AEEETEE
REEHBAG A —EBIEEELS
([ReELEEM]) FHERAEBEE D
RE=EARREELEN DR AEH
B 2§84 & /527,256,000 7T - AL & 85 & A&
67,000,%7z&m$$é%7,%2,788,000,%75o

AEeBs EERARERREE T
$$ﬁ’§2iﬁi?$ E 2 F BHEBREM
A

R2011F12A831H  HEREEEZRE
Fiiuzw&@ HEREFAEER
H-AAHMRE CEAEEEZMAEZS
iﬁﬁﬂﬁ“%ﬁ%ﬁﬁ%n 6% 2H & mE
Al o ié%ﬁi”*%EZiﬁéﬁiﬁubﬁsi
Eﬁﬁézl’ﬁi\ﬁziﬁﬁmugTb@fﬁﬁ7%2h\
E%T&;@toﬁtiﬁzmﬁﬁ%2¥ﬁ%i§
TR AEE B THBEBBEER 2T
RHERX - FHAEBES EZRIATE
EEFE DIRBREREHEZRSE
FBEUZARARBEREEERATERERE
AEEF 72011412 A318 @ A 5 8
ECRSEEEMN 2P O EBBERA
BEHNBAEELREBE BEERE M
aiifﬁj*“ZEH/\E%T“"”‘E@J%T\@ BE
$HE B 2 AT [ 5 BE K i
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For the year ended December 31, 2012
HZE2012F1283181L5E

2

However, as a result of the unsatisfactory performance
of the fashion businesses in Mainland China due to the
sluggish local consumption, the management expects
that the fashion businesses will remain loss-making in
the foreseeable future and does not expect any future
economic benefits. The Group fully impaired the amount
of goodwill of HK$27,256,000 during the year ended
December 31, 2012.

At December 31, 2012 and 2011, the recoverable
amount of the CGU engaged in the sales of cars has
been determined based on a value in use calculation. For
impairment assessment purposes, cash flow projections
based on financial budgets approved by management
covering a 5-year period at a discount rate of 13.2%
(2011: 11.6%) was used. The cash flows of the CGU
engaged in the sales of cars beyond the 5-year period
of the financial budgets are extrapolated using a steady
5% (2011: 7%) growth rate. This growth rate is based
on the relevant industry growth forecasts and does
not exceed the average long-term growth rate for the
relevant industry. Another key assumption for the value
in use calculation is the budgeted gross margin, which
is determined based on the past performance of the
CGU engaged in the sales of cars and management'’s
expectations for the market development. At the end
of the reporting period, the recoverable amount of the
CGU engaged in the sales of cars exceeded the carrying
amount, therefore, no impairment loss is considered
necessary. Management believes that any reasonably
possible change in any of these assumptions would not
cause the material change of the recoverable amounts of
the sales of cars.

Auto ltalia Holdings Limited & 2 F/#22 i A fR A &
Annual Report 2012 4F 5%

R AR E & HE B K 2K - B A i
HEBRRATLARE BEEBHARKE
2GR B RS RAGEE SRR B
D EEERRREEN R B E20124F
12A3ME  AEERE 2 BERESEAR
27,256,000/% T ©

M2012F K20115E12 8318 - (R E 558
EvHEeELBEMZ AT RESFEREGFEA
BEAE - ATHRE BEATEER
HEZSFMETEEIEITEERR13.2% (2011
Fi11.6%) 2R R -NEREHE
ZESELENBASFYBEEZRSE
REIMEMAS% (20115F : 7% ) 2 BFEE
REH W ERNIRABZ XKL ETE
BAEEE BV TBHEBERZEHE
HER - FRBES EERLAEE
EAE IRBEREIEHEEZRSESE
BUZBERBAREREEAMSEEMN
EETE - MIREER BB HEZHGE
A Bz Ak E S R R R EE R E A E
HREEE - BEERE X5\ 2R
AEAREH IS AEHEE I KE S
HMELAEATE-



For the year ended December 31, 2012
HZE2012F 128318 1LEE

Trademarks
5L
HK$°000
THET
Cost and carrying values at January 1, 2011, R2011FE1H18 20115 &
December 31, 2011 and 2012 201212 A31H 2K A N EREE 5,400

The trademarks represented the legal and beneficial
ownership of the brand “Rogers” for the distribution of
audio visual products included in the segment of electrical
appliances. It is considered by management of the Group
as having an indefinite useful life because it is expected to
be used indefinitely. The trademarks will not be amortised
until its useful life is determined to be finite, instead it will
be tested for impairment annually and whenever there is
an indication that it may be impaired.

For the purpose of impairment testing on trademarks,
the recoverable amount has been determined based on
a value in use calculation. That calculation uses cash
flow projection based on financial budget approved by
management covering a 5-year period and discount
rate of 11.75% (2011: 12.77%). The cash flows beyond
the 5-year period are extrapolated having a steady 5%
(2011: 5%) growth rate. The growth rate is based on the
relevant industry growth forecasts and average long-term
growth rate for the relevant industry. A key assumption
for the value in use calculation is the budgeted growth
rate, which is determined based on past performance and
management’s expectations for the market development.
Based on the assumption applied, the recoverable amount
exceeds its carrying amount, thus, no impairment loss
is considered necessary. Management believes that any
reasonably possible change in any of the assumption
would not cause the aggregate carrying amount of the
intangible assets to exceed the aggregate recoverable
amount of the intangible assets.

BREFAER IO HEEEHENERZ
(BT | mELEEREaEEZ - AR
EHAERRER AUAREEERER
REAERERFY AR/ TSN
EEHERFHREERER A B
REF LA PR ER A e B E R 1B/
BRI -

REEZ2RENRMS  TRESED IR
FHREBET ZiTEFREEENGT®E
TEE AHEERASFIR R = BRI A
11.75% (20114 : 12.77% ) 9497 I8 R 47
R BESF A 2R e M ERIIR5% (2011
F 5% )BT REHE I RETHE
REBITEERBAGEREBITE T
HRPERE - —@AAFEREETENES
RELERBEECRAREEEYMISH
RAEMHBERER - AR EXERZR
oAU E & KRR R EE R B AED R
EEE - EEERE A ERENRR
WA S8R EEREBRABNEEY
AT AT UL O] & &8 -

Auto Italia Holdings Limited i |12 f% B IR A 7)

Annual Report 2012 4 i W



For the year ended December 31, 2012
HZE2012F1283181L5E

Available-for-sale investments comprises:

Unlisted equity securities in
Hong Kong
Club debenture BES

Unlisted equity securities represented the securities issued
by a private entity incorporated in Hong Kong. The private
entity is engaged in the provision of digital advertising.
They are measured at cost less impairment at the end of
the reporting period because the range of reasonable
fair value estimates is so significant that the Directors are
of the opinion that their fair values cannot be measured
reliably. During the year ended December 31, 2012, an
objective evidence of impairment was considered to exist
due to adverse financial position of such private entity.
For the purpose of impairment, the recoverable amount
has been determined based on value in the calculation.
The management expected there is no future economic
benefits and hence an impairment loss of HK$9,300,000
(2011: nil) is recognised in full against the investment
cost. Club debenture represented the debenture in a
recreation club. Such debenture is carried at cost less any
subsequent accumulated impairment loss with reference
to the latest market prices.

Auto ltalia Holdings Limited 2 F/#2 f& A fR 2 &
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AL ERERE:
2012 2011
HK$"000 HK$'000
TER FTAT
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252 250
252 9,552

EHE s RABSHIE —HREBEMK L
ZFIANBREIT ESF ZILAEBKS
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For the year ended December 31, 2012

HZE2012F 128318 1LFE
At December 31, 2012 and 2011, the Group had interest A2012FE K20114E12 8310 A&EE#H B
in the following associates: Bl NE e E
Proportion
of nominal
value
of issued
Principal Class of  capital held Proportion
Place of place of shares by  of voting Principal
Name of entity incorporation operation  held the Group power held activity
rEH
BFEE#T
TERE FRRO KREAEEz FERER
BEREE ok 7 B 32 3t o B Al £ i bl FEEHK
China Premium Lifestyle ~ United States of USA Common 49.8% 49.8%  Investment
Enterprise, Inc. America (“USA") Stock holding
(Note i) (Kf&Fi) EHEE RE e Tk REZR
([=E])
CPMM (Asia) Limited Hong Kong Hong Kong  Ordinary 49.8% 49.8% Dormant
(Note ii)
Hm (M) BRAE B B =gl TEE
(PR =Eii)
Notes: Bt 5
(i) The company is listed on Nasdaq OTC Bulletin Board in (i) ZATINEBRMATETISING HHEIR
USA. Fre
(ii) The company is a wholly owned subsidiary of China (ii) # A A AChina Premium Lifestyle
Premium Lifestyle Enterprise, Inc. Enterprise, Inc.Z 2 &K B R A] -

Auto Italia Holdings Limited & i |12 f% B IR A 7)
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For the year ended December 31, 2012
HZE2012F1283181L5E

126

The summarised financial information in respect of the

Group’s associates are set out below:

Total assets
Total liabilities

Net liabilities

Group’s share of net assets of
associates

Revenue

Loss for the year

Group's share of result of
associates for the year

Group’s share of other
comprehensive expense of
associates for the year

Market value of listed securities

The Group has discontinued recognition of its shares of
losses of the associates. The amount of unrecognised

share of those losses, extracted

management accounts of associates, both for the year

and accumulatively, are as follows:

Unrecognised share of losses of
associates for the year

Accumulated unrecognised share of
losses of associates

Auto Italia Holdings Limited & i F|1Z X AR A &)
Annual Report 2012 4F 5%

o
By
N

\
7

mr
ot

o
e

BEFE

AEBEEBERRLZ
BEFE

YA

REEEE

AERAKEREBRERRZ
ES

AEEARBEREBERFZ
H 2 HE X

BEEERsmE

FERRIZHBAR B E S 0
2012 2011
HK$°000 HK$’'000
TER FET
20,034 20,080
(73,143) (71,634)
(53,109) (51,554)
(1,602) (4,652)
3,804 95,305

AEBEORILBEREBOBEARZE
TE\ 1 5'{ T 33

s Ak

ZEREER (A

E7J FIo=)
from the relevant NAIZHEBAEREERE ) RAFEZSER
Z2xteEmT
2012 2011
HK$'000 HK$'000
FET FATT
KEERER
JEL B = N a2 BB (798) (2,317)
R RER
FEAL B = N F)E B (32,307) (31,509)



Finished goods 2URY
Spare parts =

Included in the above figures are finished goods of
HK$115,656,000 (2011: HK$103,497,000) which have
been pledged as security for bank borrowings (Note 38).

Cost at January 1, 2011, R2011F1A18 ~201M1F K&
December 31, 2011 and 2012 2012512 A31 8 Z B A

The Group’s properties held for sales are stated at cost
less impairment. At December 31, 2012 and 2011,
the Group’s properties held for sales are pledged as
security for bank borrowings (Note 38). On December
17, 2012, the Company has entered into sales and
purchase agreement with an independent third party
for the disposal of the properties held for sale for a
total consideration of RMB24,790,000 (equivalent to
HK$30,497,000). The transaction completed in March
2013.

For the year ended December 31, 2012
HZE2012F1283181EFE

2012 2011
HK$°000 HK$’'000
TERT TET
385,576 268,896
31,001 32,099
416,577 300,995

a4 % N115,656,0005 7T (20114 :
103,497,000/ 7T ) 2 &k &+ Jh1E A IRTT
BRI SRR (MIEE38) »

2012 2011
HK$’000 HK$'000
TEx TAET
30,070 30,070

RNEEZFHEDEWETIREABRET
BR - A20124F K20114 128318 A& E
ZHELEMENEARITEE Z KR
o VB 38 (B 5E38) < 720124E12 817
B ARREE—BBIE=AREEZ
ERELEMET L EEHE BREA
24,790,000 A R & (55 [@ 730,497,000/
JC) RS ERM2013FE3A T -

Auto Italia Holdings Limited i |12 f% B [ A 7)
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For the year ended December 31, 2012
HZE2012F1283181L5E

Trade and other receivables at the end of the reporting
period comprise receivables from third parties as follows:

Trade receivables B 5 1F R R X
Less: Allowance for doubtful debts J& : & BR
Purchase deposits BEIT®

Utility and rental deposits ARARBREEES
Other tax receivables E {th e Uk 7 18

RI|BERZ B 5 ERREAM RS RRE

ERWE =R FIRMT

1

Prepayments and other receivables &1 Zt & £ tb & U BR 3¢

The Group allows its trade customers an average credit
period of 90 days. The following is an aged analysis of
trade receivables net of allowance for doubtful debts
presented based on the invoice date at the end of the
reporting period, which approximated the respective
revenue recognition dates:

Within 30 days 30K AR
31 to 60 days 31 RE60K
61 to 90 days 61 RXZE90K
91 days to 1 year 91 RENF
Over 1 year 1F A

In determining the recoverability of a trade receivable,
the Group considers any change in the credit quality of
the trade receivable from the date of credit was initially
granted up to the end of the reporting period.

Auto Italia Holdings Limited & % F|1Z X AR A &)
Annual Report 2012 4F 5%

2012 2011
HK$000 HK$’000
T#&xT TATT
(restated)

(E=71))

73,237 99,665
(3,770) (1,009)
69,467 98,656
10,646 31,981
7,559 7,431
12,456 9,197
28,147 54,553
128,275 201,818

AEERTHRES TP FHIORZEE
H o REMKR - B 5 ERERRTORR R
BRERBEEZAHZERESTZ2I0T
HEH B AER B RS

2012 2011
HK$°000 HK$'000
FERx THET
36,707 63,869
18,142 25,332
6,608 3,163
7,058 2,556
952 3,736
69,467 98,656

R B IR B 5 1 R AR BR AR+ A
EEEROENE RO RASES
SR IEORE S E R R B E
RERAEEAED-



At December 31, 2012, included in the Group’s
trade receivable balances are receivables with
aggregate carrying amounts of HK$8,010,000 (2011:
HK$6,292,000) which are past due at the end of the
reporting period for which the Group has not provided
for impairment loss. As these balances were either
subsequently settled or there has not been a significant
change in credit quality, thus, the amounts are still
considered recoverable. Accordingly, the Directors believe
that no impairment is required. The Group does not hold
any collateral over these balances.

Ageing of trade receivables which are past due but not
impaired:

91 days to 1 year 91 RENF
Over 1 year 19 LA E

Included in the allowance for doubtful debts are
individually impaired trade receivables, which were either
in the severe financial difficulties or overdue for a long
period time. The Group has made full impairment on
these receivables and considered that they are generally
not recoverable.

For the year ended December 31, 2012
HZE2012F 128318 1LFE

R2012%12 8318 AEB B S EREK
BR 7K B 15 AR T 42 %88,010,0007% 7T (2011
F:6,292,0008 ) CEWRF %ZE S
HRmEHAREAH  EAEEWRIED
REEBE BRZEEHRERBEREE K
FEEEXTELREAES Al 258
BDHAR AR E - Btk - EERAEAE
HRE NEEWERZSERITEEM
R -

EBHERREZE S ERERERZE

EA
ER -

2012 2011
HK$'000 HK$'000
FTERx TAET
7,058 2,556
952 3,736
8,010 6,292

REBRGBEREBEAVBRENARE
AZBRVRESE 5 E REWIERR - AEH
E a2 F R WR S AE L B BURE - LR
% EWOR R — AR A E
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For the year ended December 31, 2012
HZE2012F1283181L5E

Trade receivables

At January 1 ®1A1R
Impairment losses recognised in RIBRNER ZBEERE

profit or loss
Amounts written off as uncollectible il #5 7~ A] U [2] 4 %8

Amounts recovered BB &R
Exchange adjustments M W A
At December 31 ®12A31H
Other receivables

At January 1 M1H1B

Impairment losses recognised in
profit or loss

At December 31 ®12A31H

The Group's trade and other receivables denominated in
foreign currencies of the group entities are as follows:

usD E7T
RMB AR
EUR BT

Auto Italia Holdings Limited & % F|1Z X AR A &)
Annual Report 2012 4F 5%

RBm AR BIEREE

B ZERERIEN
2012
HK$’000
TER
1,009
2,977
(18)

(244)
46

3,770

At fE W R 7%

2012
HK$'000
85T

6,283

6,283

2011
HK$'000
TR

1,229

60
(242)
(28)
(10)

1,009

2011
HK$'000
THET

AEBNEEERZINEAEZEHENR

Ko B Ao FEUR AR R0

2012
HK$'000
TR

116

7,702

2011
HK$'000
THET

7,468
15
13,772



Fixed-rate loans & & F & &3

The outstanding loan receivables are due from third
parties and unsecured and have contractual maturity
dates/years or repayable on demand at December 31,
2012 and 2011. The loan amounts are ranged from
HK$200,000 to HK$1,800,000.

Included in the carrying amount of loan receivables at
December 31, 2012 is accumulated impairment loss of
HK$14,342,000 (2011: HK$6,238,000). Full impairment
was made on certain loan receivables, which were either
in the severe financial difficulties or overdue for a long
period time.

The Group has policy for allowance of doubtful debts
which is based on the evaluation of collectability and
aging analysis of accounts and on Directors’ judgement,
including the current creditworthiness and the past
collection history of each debtor.

In determining the recoverability of the loan receivables,
the Group considers any change in the credit quality of the
loan receivables from the date credit was initially granted
up to the end of the reporting period. At December 31,
2012, included in the Group’s loan receivable balances
are receivables of aggregate carrying amounts of
HK$4,182,000 (2011: HK$14,160,000) which are past
due at the end of the reporting period. No impairment is
provided for loan receivables past due but not impaired as
the creditworthiness and the past collection history of the
debtors are satisfactory. Accordingly, the Directors believe
that there is no further credit provision required.

The interest rate for the fixed-rate loan receivables were
ranging from 5.5% to 12.0% (2011: 7.0% to 12.0%) per
annum.

For the year ended December 31, 2012
HZE2012F 128318 1LFE

2012 2011
HK$°000 HK$’'000
TERT TET
6,086 15,811

R2012F K20114F12 8318 mEKEEZ
FEWE FRTHEUREE = 75 538 - i I KA

BEAHNIHAS, FEHREREE-

B R4 5N F200,000/% 7T £1,800,000/%5
=5

R2012F12A31B - EWERETES
BIERETREE 814,342,000/ 7T (2011
% :6,238,000 L) cE ¥ E THIIRESE
PRGN RO EBREFIEL SR
ZURE °

AEE 2 REBEBRTY AR Z AT [
HRERERRON AREFHEESES
EHACRREERBREEZ HE RE

o

ErEVERETKREE AEEeEE
BREFZEEEZEEEVARKLEE
FEEREHREB 2 EME(L - K&
BR2012F12A31B 2R WEREH B
¥ BR B 4258 /54,182,000 7T (20114 :
14,160,000/ 7T ) IR ¥R & BAR 2 1@ HA 2 F&
WHIE-ARNEBAZEERBRTER
18 A LD E B R (E 2 R E K
EXRERE Bt - E=REHAE—T
FHiRfEERE-

BIEFIEEBEERZFIRNFEFS5%E
12.0% (20114 : 7.0%%12.0% ) °
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For the year ended December 31, 2012
HZE2012F1283181L5E

The related company represented a subsidiary of an
associate of the Group.

At December 31, 2012, amounts due from the
Group's associates of HK$41,246,000 (2011: nil) were
unsecured, interest-free and not expected to be repaid
within 1 year from the end of the reporting period. It is
measured at amortised cost. The remaining balances of
HK$30,234,000 (2011: HK$66,311,000) are unsecured,
interest-free and are expected to be realised within 1 year
from the end of the reporting period.

Bank balances and cash comprise cash held by the Group
and short-term bank deposits with an original maturity
of three months or less and carry variable-rate interest
at market rates which range from 0.01% to 0.50% per
annum (2011: 0.01% to 1.00% per annum).

Pledged bank deposits represent deposits pledged
to banks to secure banking facilities granted to the
Group. Deposits amounting to HK$151,603,000 (2011:
HK$134,000,000) have been pledged to secure short-
term bank loans and undrawn short-term facilities and are
therefore classified as current assets. The pledged bank
deposits carry fixed interest rate of 0.10% to 1.00% per
annum (2011: 0.01% to 1.00% per annum).

The Group's pledged bank deposits and bank balances
and cash denominated in foreign currencies of the
relevant group entities are as follows:

usD X7
RMB AR
EUR BT

Auto ltalia Holdings Limited 2 F/#2 f& A fR 2 &
Annual Report 2012 F

BERREAEE -—HBREQRZHBA

o

oy g8

201212 A31H ' FEUR AR &£ B B & D
T 2 FXI841,246,000/8 7T (20114 : %)
AERKE CEWTEHEREHREIF
ARG T IAEIR o TR SR ARGT £ o
30,234,000 7t (20114F : 66,311,000
TL) Z SARE AR - 0 B TR H B #R S AP
RAB1F NI o

RITEBREECRRALEEMBFZRE R
JR5E31E A sk D A3ME A R B IE N T &F
0.01%%E0.50% (20114 : #F0.01% =
1.00% ) 2 M5 F E5E)F B F = 2 52 H
RITHER

B R 1T 17 5K 98 M iR 17 K 48 DL LTS
BTASECRITEEZHER - FHRA
151,603,0007% 7T (20114F : 134,000,000
BT) BRI ARG S ERITEEmM AR
BEHEE MoBAREBEE MR
TERIEETF0.10%21.00% 2 B F F =R
(20114 : B 4F0.01%£1.00% )5t B °

ARENEASEER ZINEHECER
HIRTERARBITEBRRREOT

2012 2011

HK$°000 HK$'000

FEx TR

48,322 48,208

36,548 51,719

62 139



For the year ended December 31, 2012
HZE2012F 128318 1LFE

Trade and other payables at the end of the reporting RB|EAR BEFERREAMENERE
period comprise amounts outstanding for trade purposes BAREEESERERRBAELERA -
and daily operating costs. The average credit period on HEEY 2 FHREERR30E90K - A
purchase of goods is 30 to 90 days. The following is an HFHR BT REMNBEREZENZER
aged analysis of trade and bills payables presented based BEZABRZERESNZTINAT

on invoice date at the end of the reporting period.

2012 2011

HK$'000 HK$'000

FET FHT

Within 30 days 30K A 57,613 59,290

31 to 60 days 31 RXE60K 6,775 20,159

61 to 90 days 61 KXZE90K 1,358 12,391

91 days to 1 year 9IREIF 834 1,229

Over 1 year 1 2,464 586

Trade and bills payables BT REMNERRENER 69,044 93,655

Deposits received from customers B WEFEI & 165,341 200,274

Advance payments from customers & F &1t A 65,883 19,161

Accrued charges EETE R 16,037 46,907

Other payables Hib e BR TR 64,291 41,044

380,596 401,041

The Group's trade and other payables denominated in AEENUEBAERER 2 INEGECZE S
foreign currencies of the relevant group entities are as TE 2R Je H M FE A BRER AR T -

follows:

2012 2011

HK$'000 HK$'000

FERT FHET

usD X7 20,516 31,803

EUR BXTT 3,690 21,984

SGD N 641 1,240

THB 7S 17,850 12,937

Auto Italia Holdings Limited & i |12 f% B IR A 7)
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For the year ended December 31, 2012
HZE2012F1283181L5E

2012 2011
HK$'000 HK$'000
FET FAT
Bank overdrafts RITHEX 12,853 31,816
Bank borrowings BITEE 217,365 189,399
Trust receipt loans ErE IR B 106,649 92,031
Other borrowings HmEE 1,273 19,763
338,140 333,009
Secured HHEMA 324,307 302,105
Unsecured peE 13,833 30,904
338,140 333,009
Carrying amount repayable: JEEE 2 AR :
Within one year 1R 326,563 309,199
More than one year, 156 A E - B EB2F
but not exceeding two years 1,622 3,011
More than two years, 2F LA BB BSE
but not more than five years 5,056 7,654
More than five years SFEA E 4,899 13,145
338,140 333,009
Less: Carrying amount of bank R IER B REFT1FR
borrowings that are not BREFHRREK
repayable within one year BEGFZBITEEZ
from the end of the BRHEE
reporting period but
contain a repayment
on demand clause - (559)
Amounts due within one year TIRNRBBEEERET 2
shown under current liabilities 1 RN R H kI8 (326,563) (309,199)
Amounts shown under FIRIERE BEIR N 2 5B
non-current liabilities 11,577 23,251

Auto Italia Holdings Limited & % F|1Z X AR A &)
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For the year ended December 31, 2012
HZE2012F 128318 1LFE

At December 31, 2012, the bank and other borrowings 2012128318 » SR1T R EMEE THIR
are variable-rate borrowings which bear average effective FHEERME (ETEREHNMNER)EFF
interest rate (which is also equal to contracted interest 4.60% (201 14F : B H5.65% )it B3 B
rate) at 4.60% per annum (2011: 5.65% per annum). BE-

Details of the pledge of assets to secure the Group's BIREENRSAKREZRITEEZFHE
banking facilities were set out in note 38. SR 38 o

The Group's bank and other borrowings that are REELREEEREERE 2IEEEIIN
denominated in a currency other than the functional EWECRITREMEBEEHINOT :

currency of the relevant group entities is set out below:

2012 2011
HK$’000 HK$'000

FTHT T T

uSD ETT 24,673 13,961
SGD 30 3,544 =

Auto Italia Holdings Limited & i |12 f% B IR A 7)
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For the year ended December 31, 2012

HZE2012F12A318LEFE
Minimum lease Present value of minimum
payments lease payments
BEHEMNH BEEENRERE
2012 2011 2012 2011
HK$'000 HK$'000 HK$'000 HK$'000
TER FTAT TERT TAET
Amounts payable under BEBRERE
finance leases: e
Within one year 1R 340 171 302 148
In the second to fifth year FLFEFSF
inclusive (BEEERME) 720 411 658 423
More than five years 5FBLE 22 82 21 -
1,082 664 981 571
Less: Future finance charges & : KRR B B (101) (93) = g
Present value of lease HEEKRE
obligations 981 571 981 571
Less: Amount due for BTEREBEE
settlement within FE
one year (302) (148)
Amount due for settlement  1F & HiAEE 7 708
after one year 679 423

P

The Group leased certain of its plant and machinery under
finance leases with terms of 5 years. The average effective
interest rates was 4.88% (2011: 3.62%) per annum
during the lease term. Interest rates were fixed at the
contract dates. The leases were on a fixed repayment basis
and no arrangement has been entered into for contingent
rental payments.

The Group’s obligations under the finance leases are
secured by the lessor’s charge over the leased assets.

Auto ltalia Holdings Limited 2 F/#22 ik A [R A &
Annual Report 2012 4

AEERBERERTHEEETHREX
Hes BESF -RBEHA FHERFER
BEFA488% (20114 :3.62% ) ° A R 15
REHBHETE ZSHENRETEEE
EBEEL B ER SR AR S RET LM
ke

AEBEZBEBREGEBHALBEALFRE
EEEZMREEM-



On June 4, 2010, the Company entered into a placing
agreement with Tanrich Capital Limited (the “Placing
Agent”), pursuant to which the Placing Agent has
conditionally agreed to act as placing agent, on a best
effort basis, for the purpose of arranging subscribers
who are third parties independent of the Company, to
subscribe for the convertible loan note to be issued by the
Company with an aggregate principal amount of up to
HK$25,000,000. The convertible loan note bear interest
at 4% per annum, mature on the second anniversary of
the date of issue and are convertible into new ordinary
shares of HK$0.02 each at the initial conversion price of
HK$0.16 each. On August 6, 2010, the Company and the
Placing Agent agreed to place the convertible loan note
in the aggregate principal amount of HK$13,000,000 to
Mr. Kwok Chung SIU, an independent third party of the
Company, and the Company would not proceed with the
placing of the remaining aggregate principal amount of
the convertible loan note. The placing was completed on
August 12, 2010.

The convertible loan note contains two components,
liability and equity components. The equity components
is presented in equity heading “Equity component of
convertible loan note”. The effective interest rate of the
liability componentis 11.77%.

During the year ended December 31, 2011, the entire
convertible loan note was converted into 81,250,000
shares of the Company of HK$0.02 each at a conversion
price of HK$0.16 per share pursuant to the terms and
conditions of the convertible loan note.

The movement of the liability component of the
convertible loans notes for the year ended December 31,
2011 is set out below:

For the year ended December 31, 2012
HZE2012F 128318 1EFE

R2010F6F4H @ KRR EZBUHEEE B R
28 ([BEERE])TEEHE  Hit:
RERE (ERRERE) BIRHFREIRE
BEEZHERBA (BIRAQARZE=
FIRERDRE T ETAERERS A
25,000,000 7 2 AT R E R EE - 7] iR
BRERZBEIZFHERAIA%ETE - RE1THE
B FE_BERE YRS HBERES
f%0.1678 T e2 i & B AR FE0.028 7T 2 %1
AL - 20108 A6H AN A Al AL &
RIEBRERE A2 %5 513,000,000%8 7T
ZA BB EREERFERRDLE (BN
AARZE=ZF)  MARR T GEEETT
BLEFIGR AR 2 AR ENEE B
EEIHM2010F8 A12H =K »

AMBREREERIEMEDRD 2B A8
BRI - P D R [ AT R ERE
BrESHMNI BTN ZESES - BEEHD
ZEBNMEEINTTI% °

HE2011F12A31BILFE - 22K
ERE R A KN F81,250,0000% & i
EE0.02B T Z M RETHRERE
BRGNS BREAESR0.168TT -

HE201MF12831BIEFE AR E R
EECABEHBHEHIINT

HK$'000

T

Carrying amount at January 1, 2011 R201MF1B1B ZREE 11,612
Interest charge B 273
Converted during the year FRAEEH (11,885)

Carrying amount at December 31, 2011

R201ME12A31B 2 FREE =

Auto Italia Holdings Limited & i |12 f% B IR A 7)
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For the year ended December 31, 2012
HZE2012F1283181LEE

AT RELEHRBEHRIMBRBEMS 29

The following is the analysis of the deferred tax balances

for financial reporting purpose: #r
2012 2011
HK$'000 HK$'000
FET FHET
Deferred tax assets RIETRIH & B 194 118
Deferred tax liabilities REERIE A E (13) (13)
181 105

T ARKEERBEFERRY EBIE
EREAE (BE) RES

The following are the major deferred tax assets (liabilities)
recognised and movements thereon during the current
and prior years:

Decelerated
(accelerated)

Convertible tax
loan note depreciation Total

CIE:T R (M)
ENE BIETE )
HK$'000 HK$'000 HK$'000
TET THET THET
At January 1, 2011 R2011561 718 (229) (16) (245)
Exchange adjustments BE X R = 3) ©)

Released on conversion of BRIBRRERZEZ

convertible loan note e 229 - 229
Credit to profit or loss AR = 124 124
At December 31, 2011 M2011412A4318 - 105 105
Exchange adjustments B 5 A B - 8 8
Credit to profit or loss FTABE - 68 68
At December 31, 2012 2012612 A31H - 181 181

RBEPR ASBEAIHEKEBRAF
2 K E) A1 51 F 18 &5 18284, 185,000 7T

At the end of the reporting period, the Group had
unused estimated tax losses of HK$284,185,000 (2011:
HK$226,652,000) available for offset against future (20114 : 226,652,0005 7T ) ° BRI REE(H
profits. No deferred tax assets has been recognised in &1 B 18 2 B 2ROR - il £ oK MR AT AR
respect of the unrecognised estimated tax losses due to HEBBERECNIEBEE  ZSEBETE
unpredictability of future profit streams. The losses may be PR ER A% o

carried forward indefinitely.

Auto Italia Holdings Limited & 3% F|1Z X AR A &)
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At the end of the reporting period, the Group has
deductible temporary differences of HK$5,925,000 (2011:
nil). No deferred tax assets has been recognised in relation
to such deductible temporary differences as it is not
probable that taxable profit will be available against which
the deductible temporary differences can be utilised.

In addition, there are no undistributed earnings of the
subsidiaries in Mainland China.

7o

Nu

Ordinary shares of HK$0.02 each: SR EE0.02/8 T 2 E AR -

Authorised: ERE

At January 1, 2011, R2011F1 818 ~2011F &
December 31, 2011 and 2012 2012412 A31H

Issued and fully paid: ERTRHE:

At January 1, 2011 M201141 418

1T B R (FFE34)
Ema R R ERER (HE31)

Exercise of share options (Note 34)
Conversion of convertible loan
note (Note 31)

M2011412H31H
1T B LR (HaE34)
BB EEITIRGD (MFE)

At December 31, 2011

Exercise of share options (Note 34)

Issue of shares under placement
(Note)

At December 31, 2012 M2012412A31H

Note: Save as disclosed in the announcement dated July Bt 5
20, 2012, a total of 491,783,710 ordinary shares of
HK$0.15 each were issued through placement to various
placees, who and whose ultimate beneficial owners
are independent and not connected to the Group. The
gross proceeds of HK$73,768,000 were used as general

working capital of the Group.

All the shares issued rank pari passu with the existing
shares in all respects.

Auto Italia Holdings Limited & i |12 f% B IR A 7)
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For the year ended December 31, 2012
HZE2012F 128318 1EFE

mber of shares

B4 B B

17,500,000,000

2,291,878,550
85,790,000
81,250,000

2,458,918,550
8,750,000

491,783,710

2,959,452,260
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For the year ended December 31, 2012
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A share option scheme (the “2002 Scheme”) was
adopted pursuant to a resolution passed by the
shareholders of the Company on May 30, 2002 for a
period of 10 years. The purpose of the 2002 Scheme
was to provide incentives or rewards to participants for
their contribution to the Group and enable the Group
to recruit and retain high calibre employees and attract
human resources that are valuable to the Group and any
company in which the Group holds any equity interest.
The 2002 Scheme was terminated and a new share option
scheme (the “2012 Scheme"”) was adopted pursuant to
resolutions passed by the shareholders of the Company on
May 28, 2012.

Under the 2002 Scheme, the Board may at their discretion
grants options to the following participants of the
Company, its subsidiaries and any company in which the
Group holds any equity interest, to subscribe for shares in
the Company:

1. eligible employees, including Directors; or
2. suppliers or customers; or
3. any person or entity that provides research,

development or other technological support; or
4. shareholders; or

5. employees, partners or directors of any business
partners, joint venture partners, financial advisers
and legal advisers.

Options granted to a Director, chief executive or
substantial shareholder of the Company, or any of their
respective associates, shall be approved by the INEDs
(excluding any INED who is the grantee of the options).
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The total number of shares which may be issued upon
exercise of all outstanding options granted under the
2002 Scheme and any other share option schemes of
the Company must not exceed 30% of the issued share
capital of the Company from time to time. The total
number of shares in respect of which options may be
granted under the 2002 Scheme and any other share
option schemes of the Company shall not, in aggregate,
exceed 10% of the issued share capital of the Company
at the adoption date of the 2002 Scheme without prior
approval by the shareholders of the Company. Pursuant
to an ordinary resolution passed by the Company’s
shareholders at the annual general meeting held on
May 31, 2011, the scheme limit of the 2002 Scheme
was refreshed so that the total number of shares of
the Company which may be issued upon exercise of all
options to be granted under the 2002 Scheme must not
exceed 10% of the issued share capital of the Company at
that date. Options granted prior to May 31, 2011 under
the 2002 Scheme were not counted for the purpose
of calculating the refreshed scheme limit of the 2002
Scheme.

The total number of shares issued and to be issued
upon exercise of the options granted to each participant
(including both exercised and outstanding options) in any
12-month period must not exceed 1% of the total issued
share capital of the Company, without prior approval by
the shareholders of the Company. Options granted to a
substantial shareholder of the Company or an INED, or
any of their respective associates, under the 2002 Scheme
and any other share option schemes of the Company
would result in the shares issued and to be issued upon
exercise of all options already granted and to be granted
(including options exercised, cancelled and outstanding)
to such person in any 12-month period in aggregate in
excess of 0.1% of the Company's issued share capital and
with an aggregate value, based on the closing price of
the shares of the Company at the date of each grant, in
excess of HK$5 million must obtain prior approval from
the shareholders of the Company.

For the year ended December 31, 2012
HZE2012F1283181EFE
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Options granted must be taken up within 28 days of the
date of grant upon payment of HK$1 per each grant of
options. The exercise period of the options granted under
the 2002 Scheme shall be determined by the Board when
such options are granted, provided that such period shall
not end later than 6 years from the date of grant. The
subscription price is determined by the Board and will
not be lower than the higher of (i) the closing price of
the Company’s shares as stated in the Stock Exchange’s
daily quotations sheets on the date of grant, and (ii) the
average closing price of the Company’s shares as stated in
the Stock Exchange’s daily quotations sheets for the five
trading days immediately preceding the date of grant, and
(iii) the nominal value of a Company’s share.

Upon termination of the 2002 Scheme, no further options
will be granted under the 2002 Scheme. However,
the rules of the 2002 Scheme will remain in full force
and effect to the extent necessary to give effect to the
exercise of any option granted prior to its termination, or
otherwise to the extent as may be required in accordance
with the rules of the 2002 Scheme. All options granted
under the 2002 Scheme prior to its termination will
continue to be valid and exercisable in accordance with
the rules of the 2002 Scheme.

For the year ended December 31, 2012, no share
options was granted by the Company (2011: Nil) and the
number of share options exercised was 8,750,000 (2011:
85,790,000).

At December 31, 2012, the number of shares in respect
of which options had been granted and remained
outstanding under the 2002 Scheme was 300,000 (2011:
9,050,000) representing 0.01% (2011: 0.37%) of the
issued share capital of the Company at that date.

In 2012, the weighted average share price at the share
price at the date of exercise price for share options
exercised during the year was HK$0.165 (2011:
HK$0.422).

The options outstanding at December 31, 2012 had the
weighted average exercise price of HK$0.197 (2011:
HK$0.174) and weighted average remaining contractual
life of 0.65 years (2011: 1.73 years).

Auto ltalia Holdings Limited 2 F/#22 ik A [R A &
Annual Report 2012 4

SEALAREBREAR TELERBREER
FEFT28 0 MR A E K RE  WAREK S
BARKESHEMAETHERIRNE-RE
2002F &R 2 B R ARBB 2 TR
BRERHEESRE ETRENESRS
REERTELRBEER PR 26FRE
e B RBEHESERTE  ERBET
BERTI=EFz2&SE  MRELH
HAZR R R My U T (B (DABSE 32 P B SRk
PREE R R>DREZR L A HAT5E
R ZBAREBDHFHUTHE (AR
FrEmERMAEERE) - Ri)ARBRD
[ERIER

R 1E20025 51 8112 - T2 BIRIZ20024F
AT 81X B ST R A - AT - 20024 &1 &l
Z B R AR A B 3 (£2002F 5t
SR IEATR 2 B SRR T AR
1T HARB2002F A EREZ T ARTT
BRIB %L E B R NAE - 2002F FHEIEH K
LEZ BIR 2 B B S R B #S 4R 22002
FET B ZRANEHARIAL AT FITE -

HE2012F12A31BLEFEAR AR EDE
BREELRIERE (2011F - £)  MEST
2B EREEEE A&8,750,0008% (2011
£ : 85,790,000/% ) °

R2012%12 8318 - BRARIE2002F 51 &
BREMWERITEZELERRIEZRGEE
/$300,0000% (20114 : 9,050,0000% ) * 1&
RAalg R 2B 8EITRA20.01% (2011
#:0.37%) °

R2012F  IHEEEARBEE B Z2KRE
2 INHEF 5% {8 50.1658 7T (20114 :
0.42287T) °

R2012F 12 A31H 4 AR 1T & LRI #E
Z N7 EEA0.19778 7T (20114
0.1747%7L)  MMMEFHEHR T ELNFHA
0.65%F (201145 : 1.734F) o



The Company adopted the 2012 Scheme on May 28,
2012. The purpose of the 2012 Scheme is to provide
incentives or rewards to the participants for their
contribution to the Group and enable the Group to
recruit and retain high calibre employees and attract
human resources that are valuable to the Group and any
companies in which the Group holds any equity interest.
The 2012 Scheme will expire on the 10th anniversary of
the date of adoption.

Under the 2012 Scheme, the Board may at their discretion
grant options to the following participants of the
Company, its subsidiaries and any company in which the
Group holds any equity interest, to subscribe for shares in
the Company:

1. eligible employees, including Directors; or
2. suppliers or customers; or
3 any person or entity that provides research,

development or other technological support; or
4. shareholders; or

5. employees, partners or directors of any business
partners, joint venture partners, financial advisers
and legal advisers.

Options granted to a Director, chief executive or
substantial shareholder of the Company, or any of their
respective associates, shall be approved by the INEDs
(excluding any INED who is a grantee of the options).

For the year ended December 31, 2012
HZE2012F 128318 1EFE
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For the year ended December 31, 2012
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The total number of shares which may be issued upon
exercise of all outstanding options granted under the
2012 Scheme and any other share option schemes of
the Company must not exceed 30% of the issued share
capital of the Company from time to time. The total
number of shares which may be issued upon exercise
of all options granted under the 2012 Scheme and any
other share option schemes of the Company shall not,
in aggregate, exceed 10% of the issued share capital of
the Company at the adoption date of the 2012 Scheme
without prior approval by the shareholders of the
Company.

The total number of shares issued and to be issued
upon exercise of the options granted to each participant
(including both exercised and outstanding options) in any
12-month period must not exceed 1% of the total issued
share capital of the Company, without prior approval by
the shareholders of the Company. Options granted to a
substantial shareholder of the Company or an INED, or
any of their respective associates, under the 2012 Scheme
and any other share option schemes of the Company
would result in the shares issued and to be issued upon
exercise of all options already granted and to be granted
(including options exercised, cancelled and outstanding)
to such person in any 12-month period in aggregate in
excess of 0.1% of the Company's issued share capital and
with an aggregate value, based on the closing price of
the shares of the Company at the date of each grant, in
excess of HK$5 million must obtain prior approval from
the shareholders of the Company.
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Options granted must be taken up within 28 days of the
date of grant upon payment of HK$1 per each grant of
options. The exercise period of the options granted under
the 2012 Scheme shall be determined by the Board when
such options are granted, provided that such period shall
not end later than 6 years from the date of grant. The
subscription price is determined by the Board and will
not be lower than the higher of (i) the closing price of
the Company’s shares as stated in the Stock Exchange’s
daily quotations sheets on the date of grant, and (ii) the
average closing price of the Company’s shares as stated in
the Stock Exchange’s daily quotations sheets for the five
trading days immediately preceding the date of grant, and
(iii) the nominal value of a Company’s share.

For the year ended December 31, 2012, no options were
granted, exercised, cancelled or lapsed.

For the year ended December 31, 2012
HZE2012F1283181EFE
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For the year ended December 31, 2012

HZE2012F12831HILFE

The following table discloses details and movements of
the Company’s share options granted under the 2002
Scheme held by employees (including Directors) during

the year:

2012

Date of grant

Rit B

June 11, 2007

200767118

August 9, 2007

20078 H9H

September 25, 2007

2007F9A25H

Grand Total
o3t

Outstanding
at January 1,
2012
R2012%
1A18

e RITE

150,000

180,000

8,720,000

9,050,000

Granted
during
the year

FARE

Auto Italia Holdings Limited & 3% F|1Z X AR A &)
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Exercised
during
the year

FRTE

(150,000)

(8,600,000)

(8,750,000)

Cancelled/
lapsed
during

the year

FREH/
P

Outstanding
at

December 31,
2012
H20125
12A31AH

i R1T R

180,000

120,000

300,000

Exercisable period

s

June 11, 2007 -
June 10, 2013

20076 ANNAE
2013564108

August 9, 2007 -
August 8, 2013

2007F8A9HE
201348 A8H

September 25, 2007 -
September 24, 2013

2007F9A25HF
2013497241

TEBENER A2 7R H20026 5 8
BN TEE (REEF)Fi 2 B RRE
ZHERED:

Exercise price

TEE
HKS
b

0.1667

0.2130

0.1740



2011

Date of grant

BB

June 11, 2007

20076118

August 9, 2007

2007F8A9H

September 25, 2007

2007F9A25H

June 12, 2009

20096 A 12H

November 11, 2009

2009F11A11R

July 7, 2010

201067A7H

Grand Total
o3t

Outstanding
at January 1,
2011
20114
1A18
mARITEE

1,830,000

2,040,000

26,520,000

43,500,000

4,250,000

17,000,000

95,140,000

Granted
during
the year

FARH

Exercised
during
the year

FRTR

(1,680,000)

(1,680,000)

(17,680,000)

(43,500,000)

(4,250,000)

(17,000,000)

(85,790,000)

Cancelled/
lapsed
during

the year

FREH/
R

(180,000)

(120,000)

(300,000)

Outstanding
at

December 31,
2011
20114
12A31H
BRI

150,000

180,000

8,720,000

9,050,000

For the year ended December 31, 2012

HE2012F128318ILFEE

Exercisable period

76

June 11, 2007 -
June 10, 2013

20076 A1MAE
2013564108

August 9, 2007 -
August 8, 2013

200748H9HE
201348 A8H

September 25, 2007 -
September 24, 2013

2007F9H25H &
2013%9AR248

June 12, 2009 -
June 11, 2015
200967128 %
201566/ 118

November 11, 2009 -
November 10, 2015

2009F1MANEZE
2015114108

July 7, 2011-
July 6, 2017
201157/78%
201757 A6H

Exercise price

1TiE(E
HKS
BT

0.1667

0.2130

0.1740

0.0590

0.1560

0.1500
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For the year ended December 31, 2012

HZE2012F128318ILFE

Details of the share options held by the Directors included
in the above table are as follows:

2012

Date of grant

RAH

September 25, 2007

2007F9A25H

Grand Total
it

Outstanding
at January 1,
2012
R20125
1818

4 R AT

7,400,000

7,400,000

Granted
during
the year

FRARM

Auto Italia Holdings Limited & % F|1Z X AR A &)
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Exercised
during
the year

FRITE

(7,400,000)

(7,400,000)

Cancelled/
lapsed
during

the year

FREH/
P30

Outstanding
at

December 31,
2012

#2012
12A31H
I RATEE

Exercisable period

e

September 25, 2007 -
September 24, 2013

2007F9A25R F
2013%9AR24H

FREFEBEFHE B ERREFIBTN
T

Exercise price

d
HKS
B

0.1740



2011

Date of grant

BB

June 11, 2007

20076118

September 25, 2007

2007F9A25H

June 12, 2009

2009F6A12H

November 11, 2009

2009118118

July 7, 2010

2010F7A7H

Grand Total
@ar

Outstanding
at January 1,
2011
R20114
1R18
mARITEE

1,380,000

21,000,000

42,500,000

2,500,000

10,500,000

77,880,000

Granted
during
the year

FARH

For the year ended December 31, 2012
BHE2012F12A31BIEFE
Cancelled/ Outstanding
Exercised lapsed at
during during  December 31,
the year the year 2011 Exercisable period Exercise price
720115
FREE/ 128318
ERTHE XK WATE 7S 1@
HK$
BT
(1,380,000) - - June 11,2007 - 0.1667
June 10, 2013
200756 ANMAZE
201346 A 108
(13,600,000) - 7,400,000  September 25, 2007 - 0.1740
September 24, 2013
200749H25R &
201397244
(42,500,000) - - June 12, 2009 - 0.0590
June 11, 2015
200956 A12R &
2015664118
(2,500,000) - - November 11,2009 - 0.1560
November 10, 2015
2009511 AN1BE
20156114108
(10,500,000) - - July7,2011- 0.1500
July 6, 2017
201157R78E
201747 A6H
(70,480,000) - 7,400,000
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For the year ended December 31, 2012
HZE2012F1283181LEE
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The relevant subsidiaries in Mainland China are required
to make contributions to the state-managed retirement
schemes in the PRC based on a specific percentage of
the payroll costs of their current employees to fund
the benefits. The employees are entitled to retirement
pension calculated with reference to their basic salaries on
retirement and their length of service in accordance with
the relevant government regulations. The government in
Mainland China is responsible for the pension liability to
these retired staff.

In addition, the Group operates a Mandatory Provident
Fund Scheme for all qualifying employees in Hong Kong.
The assets of the scheme are held separately from those
of the Group, in funds under the control of trustees. The
Group and each employee employed in Hong Kong are
required to make a contribution of 5% on the employees’
monthly relevant income with a maximum monthly
contribution of HK$1,000 (2011: HK$1,000) per person,
which increased to HK$1,250 effective from June 1,
2012.

For subsidiaries other than in Hong Kong and Mainland
China, contributions are made to the defined contribution
schemes by the Group at rates specified on the rules of the
schemes at the relevant jurisdiction.

The total cost of HK$5,881,000 (2011: HK$5,764,000)
recognised to profit or loss represents contributions
payable to these schemes by the Group in respect of year
ended December 31, 2012.
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On November 30, 2011,

the Group acquired (i)

remaining 50% of the issued share capital of One
Timepieces Limited, a jointly controlled entity
prior to acquisition, which is operating in the
segment of fashion apparels and accessories, at a
consideration of HK$3,900,000. The amount of
goodwill arising as a result of the acquisition was

approximately HK$67,000.

Assets and liabilities at the date of acquisition

recognised by the Group:

Property, plant and equipment
Inventories

Trade and other receivables

Bank balances and cash

Amount due from a related company
Trade and other payables

Joint controlling entity partner
Goodwill

Total consideration

Satisfied by:
Cash

Net cash outflow arising on acquisition:

Cash consideration paid
Bank balances and cash acquired

ME BB R
Ea

B 5 E R R E A0 AR

RITHEBRERE
Jﬂ& BB A R 0B
B 5 K E A e 508

HRAZEHERA(ERH
kS

B E

A7
Re

Ue BB 2 IR & F A
ENBEERE

ERBZRITERERES

Joint controlling entity partner is measured at its
proportionate share of the recognised amounts of
identifiable net assets of One Timepieces Limited.

Auto Italia Holdings Limited & i |12 f% B IR A 7)

For the year ended December 31, 2012
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M2011511 8308 RN&E B U EE
One Timepieces Limited (7 U & Aif
2 — ARG EEE  WIARR R
B D M2 BEBITIRAR BT
250% ' X {& £3,900,000/% T ° &
W M EE A 2 P9 B £ 5§ 49567,000
/%713"

AEEFERINKEEN 2 EE
kEE:

Acquiree’s
carrying
amount and
fair value
WL 2
REE
RAEE
HK$'000
T

900
7,681
3,329
3,202

270

(7,716)

7,666
(3,833)
67

3,900

3,900

(3,900)

3,202

(698)

HEEHERSIERH IREEN
One Timepieces Limited4S &% 511 & E
FEZERRSBEZLOITE-
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For the year ended December 31, 2012
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(ii)

(Continued)

Included in the loss for the year ended December
31, 2011 had loss of approximately HK$1,252,000
attributable to One Timepieces Limited and its
subsidiaries (“One Timepieces Group”) for post-
acquisition period. Revenue of approximately
HK$4,788,000 was generated by One Timepieces
Group for post-acquisition period.

Had these business combinations been effected on
January 1, 2011, the revenue of the Group would
have been HK$1,456,133,000 (restated), and
the loss for the year ended December 31, 2011
would have been HK$17,856,000. The pro forma
financial information was for illustrative purposes
only and was not necessarily an indication of
revenue and results of the Group that actually
would have been achieved had the acquisition
been completed on January 1, 2011 nor was it
intended to be a projection of future results.

On July 29, 2011, the Group acquired 100% of
the issued share capital of Rogers International
Limited at a consideration of HK$5,400,000. The
acquisition is accounted for as acquisition of assets
through acquisition of subsidiaries.
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(ii)

(%)

HE2011F12A31BIEFEZE
18 A1 #50ne Timepieces Limited &
HH B2 A ([One Timepieces&
EIRDY Xy L XSG o) =
#91,252,000/% 7T ° One Timepieces
SERKEZABEERAD
4,788,000/ It ©

fii 5 £l & B R2011F1 8
1HEET AEBZHRAES
1,456,133,000/& 7t (&= %) - M &
E2011F 12831 B ILEE 2 E1EME
517,856,000/ Lo Z B E M K&
FHERFBARAR T —EEAME
U EERR2011F1 B1HE R ZIER
NALE 2 WA KL T A E R
IKFEZ381E - T IRIE B R EE
ZTE

R2011F7H29H » KN & B Uy i 44
BITEBRERAREBITRAZ
100% ' X & /5,400,00078 JT ° 5%
UGB T A BR A3 B BB KT B A Bl 4k
HEEE -



(i) (Continued)

Assets at the date of acquisition recognised by the

Group:

Intangible assets

Satisfied by:
Cash

Net cash outflow arising on acquisition:

Cash consideration paid
Bank balances and cash acquired

BVEE

A7

Be

For the year ended December 31, 2012
HZE2012F1283181EFE

(ii) (%)

AEERMERZAKERHRZE
BE:

The acquisition
is accounted for
as acquisition of

assets through

acquisition of
subsidiary
EALE-DEPN:
RFEBWE
MELARWEBEE
HK$'000

FHET

5,400

5,400

WEREE RS R IFE:

ENRENE

(5,400)

ERBRITERLRES -

(5,400)

Auto Italia Holdings Limited & i |12 f% B IR A 7)

Annual Report 2012 £ #; W



i

For the year ended December 31, 2012
HZE2012F1283181L5E

At the end of the reporting period, the Group had
commitments for future minimum lease payments under
non-cancellable operating leases in respect of rented
premises which fall due as follows:

RIE IR ANEBE AR Y E Z T a3
HZREHERRREHES MR ZEAER
fE m RN T

2012 2011

HK$'000 HK$'000

THET TATT

Within one year 1F R 41,601 46,011
In the second to fifth year inclusive SF2FZFH5F (BEEEME) 67,271 93,607
After five years 5E Ak = 19,712
108,872 159,330

Leases for rented premises are negotiated for terms of 2
to 10 years with fixed rental.

At the end of the reporting period, the following assets
of the Group were pledged to banks to secure the bank
borrowings granted to the Group:

Inventories 7E

Properties held for sale FEHEME
Pledged bank deposits B IIRITE R
Property, plant and equipment M BE R

Other than those disclosed above, at December 31,
2012, Wo Kee Hong Distribution Pte Ltd. and Wo Kee
Hong Marketing Pte Ltd. both are the subsidiaries of the
Company, have pledged its assets with carrying values
of HK$70,911,000 (2011: HK$49,681,000) to bank to
secure bank borrowings granted to the Group.

Auto Italia Holdings Limited & % F|1Z X AR A &)
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AEYMEZBOBRRIIEER2EI0FE
HEBEE -

RBMEMR AEENTEESER TR
17 ERAKREMER 2 RITIEREZER:

2012 2011
HK$'000 HK$'000
TET TAET
115,656 103,497
30,070 30,070
151,603 134,000
27,336 67,029
324,665 334,596

B ESCPTREEE SN BR20126F12 3318
Wo Kee Hong Distribution Pte Ltd.}Wo
Kee Hong Marketing Pte Ltd. (¥ &A R
AlZMEBAR)ERRITEMEETER
70,911,000/%8 7t (20114F : 49,681,000/
T ZBE ERAKBFMERRITEER
ER



During the year, the Group entered into finance lease
arrangements in respect of assets with a total capital value
at the inception of the leases of HK$590,000.

Apart from the amounts due from (to) a related party as
set out in note 26 respectively, the Group had entered
the following significant transactions with its related
companies and group companies:

B — %A T WEER
BB (Mita)
B—RABALIBEARY

(Pif&EDb)

IT consultancy fee received from
a related party (Note a)
Purchases of goods from
a related party (Note b)
Purchases of goods from =]
a jointly controlled entity
General services fee from
a jointly controlled entity
Storage services fee from
a jointly controlled entity
Management fee from
a jointly controlled entity
Sales of property, plant and
equipment to a jointly
controlled entity
Sales of goods to a jointly
controlled entity

B—RAREHER
— RIS E

B—RARZEHER 2
{77 AR 75 &

A —fR ARG ERHE

WE BB ERE

A —EAREHERHE

For the year ended December 31, 2012
HZE2012F1283181EFE

FRAEBRAEERBR 2 EXREE
590,000 L2 BEI LB E L HE -

BRHYEE2620 Bl PN < FEUL (FEf) — & RA R
ALTZFBEIN AEBCEERB AR N
SERFETTIIERRS:

2012
HK$’000
FTER

2011
HK$'000
TET

205 219

= 101

—EAREZEFEEEARY

- 965

= 362

B-FARZEHERZERE

- 365

- 1,269

)

= 882
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For the year ended December 31, 2012
HZE2012F1283181L5E

Notes:

(@) During the year ended December 31, 2012 and 2011,
the independent consultancy agreement entered into
between Auto Italia Limited (“Auto Italia”), an indirect
subsidiary of the Company, and Mr. Michael ADAMCZYK,
the son of Mr. Herbert ADAMCZYK who is a director of
Auto Italia, in relation to the provision of professional
consulting services in the area of information technology
operation and organization strategy was renewed for a
term annually.

(b) On August 1, 2011, Auto Italia, an indirect subsidiary of
the Company, as buyer, and Mr. Michael ADAMCZYK, as
seller, had entered into a sale and purchase contract for
the purchase of a Fiat car (Model: 2008 Fiat Lounge 1.4
Manual) for a consideration of HK$101,000.

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

Fees wa

Salaries and other benefits e kHMEF

Performance related incentive BB RIIEE 2
payments Re

Retirement benefits scheme BRIKEREE 2
contributions =

The remuneration of key management personnel is
determined by the Directors having regard to the
performance of individuals and market trends.
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HE2012F F2011F 128318 LFE
W ARRIZHEENBARRETES
BAR ([REAE]HERERAEES
B /® K 5t 4 2 TMichael ADAMCZYKZE
TR A B A AR E B AR
RS BEBRERS 2B BB HET
BFEEE K-

R2011FE8R1H - ARA ZEENB
RNAIRERE (fEAER) EMichael
ADAMCZYKE £ (EABR)FILE
Bk ABE —@WMFat)T= (B 5 :
2008 Fiat Lounge 1.4 Manual) * KB &
101,000/ 7T °

AEEARGEEEZEEABZHMNM

T

2012 2011
HK$°000 HK$'000
TERT T
751 304
11,692 11,923
2,700 4,600
68 49
15,211 16,876

ERERABZFMBEESTRESAZER
ARMSBEET -



Capital expenditure in respect of
the acquisition of property,
plant and equipment contracted
but not provided for

REZEAZH

During the year ended December 31, 2012, the
management has further evaluated the classifications
and terminologies of certain balances of the consolidated
financial statements. Reclassification were made for
the comparative information to achieve consistent
presentation with the current year’s presentation. The
reconciliations in respect of the comparative information
are shown as follows:

Financial statements line item

MBH/RTEE

Consolidated income statement #&EHE R

Revenue (Note) WA (Bf3E)

Cost of sales (Note) SHERA (M)

Selling and distribution cost HE R KA

Administrative expenses THREHR

Other operating income Hp g A

Other income and expenses HpARFX

Other gains and losses H e & 18

Legal and professional fees in HERRSENER
relation to voluntary cash offers ~ EEREXER

Fair value gains on REMF 2 AT ERE
investment properties
Reversal of properties held for sale  #[EFH{EHEMES

to net realisable value &38R )%E

BRI KM R B 2
BRBEDE BE R

For the year ended December 31, 2012

HE2012F128318IEFE

2012 2011
HK$'000 HK$'000
FET FAT
4,493 5,361

HE2012F12A31BILFE EEED#E
— S AR BRERZE THBEZHE
RffTB - B BRENBIEHEFH »E N E
REEZ2Y—H-BHELRER ZHER

FIREAT
As originally

stated Reclassification
MEL5 EFAE
HK$'000 HK$'000
FAT FAT
1,761,357 (345,047)
(1,466,231) 345,047
(152,616) (18,312)
(168,171) 25,331
24,810 (24,810)

- 13,754

- 2,811

(6,826) 6,826
1,000 (1,000)
4,600 (4,600)

Auto Italia Holdings Limited & i |12 f% B IR A 7)
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After

reclassification

ENoR#&
HK$'000
AT

1,416,310
(1,121,184)
(170,928)
(142,840)

13,754
2,811

N



For the year ended December 31, 2012
HZE2012F1283181L5E
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Financial statements line item

MB|KRITAE

Consolidated statement of
cash flows
Operating activities —
Advances to associates
Investing activities —
Advances to associates
Investing activities — Purchase of
property, plant and equipment
Financing activities — New
obligations under finance lease
Investing activities — Placement
of pledged bank deposits
Investing activities — Withdrawal
of pledged bank deposits
Financing activities
- New bank loans
Financing activities
— New other loans
Financing activities — Bank and
other borrowings raised
Financing activities
— Repayment of bank loans
Financing activities
- Repayment of other loans
Financing activities — Repayment
of bank and other borrowings

Net change in the cash and
cash equivalents

Cash and cash equivalents
at beginning of the year

Cash and cash equivalents
at end of the year

FELERER

E T
E0ET
BEXK-—RBENRZ
@ A
REXB-BEWE-
G
BMEXBE - EHRE
&%
REFBK - FHEHF
RITFER
WEEB—RNEHA
RITIER
BMEEB-—FERTER

NP

BEXRB-HEEMER

BEXBK-CEERTR
HitfE &

BEXB-EERTER

MEXH-EBERTR
Hipfe &
RekREFERE
REFE
RENZHEERRE
SXEREE
RERZHATRRE
FEIA
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As originally
stated
mRE 5
HK$'000
THET

(2,266)

(32,876)

367

934,285

7,000

(832,900)

(612)

72,998

180,942

173,938

Reclassification
ENSE
HK$'000

FET

2,266

(2,266)

367

(367)

(60,802)

34,363

(934,285)

(7,000)

941,285

832,900

612

(833,512)

(26,439)

(107,561)

(134,000)

After
reclassification
EfAEE
HK$'000
THET

(2,266)

(32,509)

(60,802)

34,363

941,285

(833,512)

46,559

73,381

39,938



For the year ended December 31, 2012

HZE2012F1283181EFE
As originally After
Financial statements line item stated Reclassification  reclassification
MRz ITEE WMEL5 EHSE EfAEE
HK$'000 HK$'000 HK$'000
FET THET THET
Consolidated statement of SEMBRREE
financial position
Trade and other receivables B R R R EA YRR 223,671 (21,853) 201,818
Loan receivables FEWE = = 15,811 15,811
Bank balances and cash RITEHLES 205,754 (134,000) 71,754
Pledged bank deposits BEEIFRITER = 134,000 134,000
Rental deposits HEZS - 6,042 6,042
Bills payables ADEY: 25,545 (25,545) =
Trade and other payables ZHERREMERRR 375,496 25,545 401,041
Note: The amount represents first registration tax (“FRT") MizE: BESBEEAEBEFWEZ 5RELH
charged by the Hong Kong Government. On the first (TBREFZH]) -REBBRELAE
registration of a motor vehicle in Hong Kong, FRT is B-e2mBE A RIEeRELH REN
charged to the buyer. Licensing of vehicles takes place BRREERXREBBNME S WRE
only after registration by the importer who collects REDM EORETELET SR
the FRT from the buyer on behalf of the Hong Kong EoE  BEERA  PARIFERA
Government. As a result, the Directors consider it is more MEFHNBREAECHREARE -
appropriate to exclude FRT in both revenue and cost of
sales.
No dividend was paid or proposed during 2012 and 2011, 720124 22011 B AT ]k B 3k Ik B
nor has any dividend been proposed since the end of the KRE  BREHREITEE(AHEIRERES
reporting period (2011: nil). (20114F 48 )
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For the year ended December 31, 2012

HE2012F 128318 IEFE
Particulars of the Company’s principal subsidiaries at AAAFR20129F K2011F12 8318 2+
December 31, 2012 and 2011 are as follows: ERNB AR ZFFIEAT
Place of Proportion of nominal
incorporation/ Fully paid-up value of issued capital/
establishment/ Class of and issued/ registered capital
Name of company operations shares held registered capital held by the Company Principal activities
SMAL/ KL/ BRRERT/ ARRMEERT
NEER EEME FrisRB 85 EMEA  RAEE/ZERRALH TEXK
2012 2011
% %
Wo Kee Hong (B.V.I.) Limited British Virgin Ordinary UsD300 100% 100%  Investment holding
Islands
EBRAES ERR 300% 7T REZR
Auto ltalia Limited Hong Kong Ordinary HK$100,000 75.4%* 75.4%*  Trading of cars and
related accessories
and provision of car
repairing services
REAEERAA BE ERR 100,000/ ¢ EE N AR AR
REERERS
Common Joy Limited Hong Kong Ordinary HK$1 100%* 100%*  Property holding
EEERAA Bk EBR 18T ESSE]
Dalian Auto Italia Car Mainland China N/A RMBS5,000,000 75.4%" 75.4%"  Trading of cars
Trading Co., Ltd.*
REREREEHERAA HE A @R 5,000,000 A R EgERE
[talian Motors Hong Kong Ordinary HK$600,000 75.4%" 75.4%"  Investment holding
(Sales & Service) Limited
B AEERAA X Lak 600,000/ 7T REER
Noble Brand Investments Hong Kong Ordinary HK$1 90%* 90%*  Trading of yachts and
Limited accessories
NREBEBR R Bk LR 1% EEBREREH
One Timepieces Limited Hong Kong Ordinary HK$12,000,000 100%* 100%*  Trading, distribution
and retail of fashion
accessories
BE Tiak 12,000,007 7 BB NHETERH
3]
Rise Champ Limited Hong Kong Ordinary HK$1 100%* 100%*  Property holding
s ERR 18T NEHA
Technorient Limited Hong Kong Ordinary HK$46,168,700 75.4%" 75.4%"  Investment holding
BzERAR Bk gl 46,168,7007%5 7T REER
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For the year ended December 31, 2012
HZE2012F1283181EFE

Place of Proportion of nominal
incorporation/ Fully paid-up value of issued capital/
establishment/ Class of and issued/ registered capital
Name of company operations shares held registered capital held by the Company Principal activities
ERMRIL/ YL/ BRRERT/ ARAFEERT
NEER EENE FrisRB 85 afEs  RAEE/ZRRELA TEXH
2012 2011
% %
Wo Kee Administration Limited ~ Hong Kong Ordinary HK$1 100%* 100%*  Treasury and
administration
MEEBERRA BE ERR 18T EERITRER
Wo Kee Hong Distribution Singapore Ordinary SGD4,500,000 100%* 100%*  Distribution of home
Pte Ltd audio and car audio
equipment and
accessories
A ERR 4,500,000%7 103% NERAEEREEE
REREM
Wo Kee Hong Electronics Malaysia Ordinary MYR1,000,000 100%* 100%*  Distribution of audio
Sdn Bhd equipment
BRAD ERR 1,000,0005 % THTERME
Wo Kee Hong Finance Hong Kong Ordinary HK$2 100%* 100%*  Finance and money
Limited lending
M EXHBERAA BE LER 2B HBEREE
Wo Kee Hong Limited Hong Kong Ordinary HK$2,000 100%* 100%*  Distribution of air-
conditioning
products, audio-visual
equipment, car audio
and other electrical
appliances
MEEXERRA BE ERR 2,000 7T PHEHEM
AE
AEEER
Hin S %
Non-voting HK$10,000,000 - -
deferred
BRZEELR 10,000,0007% 7T
Wo Kee Hong Marketing Singapore Ordinary $GD6,200,000 94.8%" 94.8%"  Distribution of air-
Pte Ltd conditioning products
g TER 6,200,000%7 h3% PHERER
Wo Kee Hong Trading Malaysia Ordinary MYRS,100,000 100%* 100%*  Distribution of audio-
Sdn Bhd visual equipment
SRAED ERR 5,100,000 % PHTERE
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registered in the Mainland China.

For the year ended December 31, 2012

HE2012F 128318 IEFE
Place of
incorporation/ Fully paid-up
establishment/ Class of and issued/
Name of company operations shares held registered capital
EMEL/ KL/ BRRERT/
Nk EEBY FrisRB 85 ZREA
LERESRGER AR Mainland China N/A USD3,000,000
HEl A3 TER 3,000,000 7T
HRREAEES Mainland China ~ N/A RMB40,000,000
BRAAM
Rl TER 40,000,000 A K%
BRERELNA (LE) Mainland China /A HK$1,000,000
BRARH
HE i TiER 1,000,0007% 7o
REXES (RI) Mainland China ~ N/A RMB2,500,000
BRRAM
HE A TER 2,500,000A K%
E These entities are indirectly held by the Company.
L These entities are wholly foreign owned enterprises

The above table lists the subsidiaries of the Company
which, in the opinion of the Directors, principally affected
the results or assets of the Group. To give details of other
subsidiaries would, in the opinion of the Directors, result
in particulars of excessive length.

None of the subsidiaries had issued any debt securities at

the end of the year.

Auto ltalia Holdings Limited 2 F/#22 i A fR 2 &
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Proportion of nominal
value of issued capital/

registered capital
held by the Company Principal activities
KARFBERT
BRAEE/ERBRALA FTEEHR
2012 2011
% %
51.0%* 51.0%*  Distribution and retail of
fashion apparels
PERBERE
75.4%" 75.4%"  Trading of cars
EEAE
75.4%" 75.4%"  Provision of pre-delivery
inspection consultancy
services of Ferrari
and Maserati cars in
Shanghai
R EBREENH R
B RBERNA
BERARS
100%* 100%*  Trading, distribution
and retail of fashion
accessories
EE DHRTERW
B
4 ZEBRIARRDRIMERE -
& %3 ‘%gf:]?%BAEP.WiﬁZuIﬂﬁZ%Fﬁ%

BEERR LRAFINEREHEEFSE
EEEEREZARGIWNB AR &7
HEfBArFE EXRRAEMEAZ
REZEBNRITE-

FREEENB AR BTEMNESE S



Address
i B

Units 1912, 1915-1918

on Level 19,

Bright China Chang An Building,
No. 7 Jianguomennei Da Jie,
Dongcheng District,

Beijing, Mainland China

4L R
EEPRARETHR
HERZKNE
F192

1912 ~1915% 19188 i1

Existing use

REAR

Commercial

CES

For the year ended December 31, 2012
HZE2012F 128318 1LFE

Percentage held
Category of lease by the Group
RAOEH rEEFFES L

Medium-term lease 100%

A
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The following table discloses movement in the Company's
share options granted under 2002 Scheme for the year ended

December 31, 2012:

Eligible person

aERAL

Mr. Tik Tung WONG
(Director)

TRREE
(%)

Continuous contract
employees
RERNET

Date of grant

RitA%

September 25, 2007

2007498250

June 11,2007

200764118

August 9, 2007

200748 A9A

September 25, 2007

2007494258

Outstanding at

January 1,
2012
R2012E
1A18
HATE

7,400,000

7,400,000

150,000

180,000

1,320,000

1,650,000

9,050,000

Auto ltalia Holdings Limited 2 F/#2 f& A fR 2 &
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Granted
during
the year

ERR

Exercised
during
the year

QTR

(7,400,000)

(7,400,000)

(150,000)

(1,200,000)

(1,350,000)

(8,750,000)

Cancelled/
lapsed
during

the year

Emit#/
3

Outstanding at
December 31,
2012

012
128318
WAL

180,000

120,000

300,000

300,000

Exercisable
period

I8

September 25, 2007 -
September 24, 2013
200759A25R %
2013594248

June 11, 2007 -
June 10, 2013
2007F6A11AZ
201368108

August 9, 2007 -
August 8, 2013
2007£8A9RZE
201358A8H

September 25, 2007 -
September 24, 2013
200759A250F
201359A24A

TRBEARRFTIRE2002F 5121 H 2 B LB
HEMR2012F12A31B IEFE 2 #B)I5 N :

Exercise
price

fiE
HKS
B

0.1740

0.1667

0.2130

0.1740
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