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

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

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

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

This report, for which the directors (the “Directors”) of SYSCAN Technology Holdings Limited (the “Company”)
collectively and individually accept responsibility, includes particulars given in compliance with the Rules Governing
the Listing of Securities on the Growth Enterprise Market of the Stock Exchange for the purpose of giving information
with regard to the Company. The Directors, having made all reasonable enquires, confirm that, to the best of their
knowledge and belief.— (1) the information contained in this report is accurate and complete in all material respects
and not misleading; (2) there are no other matters the omission of which would make any statement in this report
misleading,; and (3) all opinions expressed in this report have been arrived at after due and careful consideration and
are founded on bases and assumptions that are fair and reasonable.
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Corporate Information
NI
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Cheung Wai

Lei Chun Xiong (Appointed on 28 February 2011)
Frank Cheung (Resigned on 28 February 2011)
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Fong Chi Wah

Wang Ruiping

He Zhiyi (Appointed on 19 July 2010)

Jin Qingjun (Resigned on 26 April 2010)

COMPANY SECRETARY
Fung Kwok Leung
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Cheung Wai
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Guan Gui Sen (Appointed on 28 February 2011)
Cheung Wai

Frank Cheung (Resigned on 28 February 2011)
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Fong Chi Wah
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RSM Nelson Wheeler Certified Public Accountants
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Five Year Financial Summary

HFMBHE

A summary of the results and of the assets, liabilities and minority
interests of the Group for the last five financial years, as extracted from
the published audited financial statements and restated/reclassified as
appropriate, is set out below. Please refer to the auditors’ reports of the
respective years of annual reports regarding the audit opinions.

-

AEBBEREMRFERS  BE  AERD
B RERD B (RRAC TR 2 EERM R
x - WREERED BHOB)HIT - 4868
iﬁ%ﬁ%%&ﬁﬁ%ﬁigﬁiiﬁé‘:Z%%{Eﬂii&%

Year ended 31 December

BE+-A=+—-HLEFE

2010 2009 2008 2007 2006
—B-2F —TTHNEF TTN\F ZITTLF ZITTF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET FAT FAT FHT FAT
Restated
]
RESULT #
CONTINUING OPERATIONS R EET
REVENUE e 85,711 65,155 71,466 86,227 92,690
Cost of sales SHERK A (71,164) (54,461) (58,706) (73,815) (67,713)
Gross profit EH 14,547 10,694 12,760 12,412 24,977
Other income and gains HAWA KW 12,108 10,331 4,738 58 4,530
Selling and distribution costs HERDHERAX (8,866) (7,499) (8,520) (3,826) (5,953)
General and administrative expenses —BRITHFEY (26,984) (36,516) (24,338) (14,844) (19,753)
Research and development expenses e RFAERAY (11,327) (10,868) (10,153) (4,023) (4,657)
Other operating expenses HAipE 2Rz (17,092) (762) (1,131) (789) (21,959)
Impairment of interest in an associate i E1 L =N of
TERIE - (19,960) - - -
Hib ez
Impairment loss on other receivables WEEE (85,164) - - - -
Equity-settled share option expense SRR (4,576) (8,364) - - =
Gain on disposal of subsidiaries HERBA RS - 502 = - -
Gain on disposal of associates HERE N T2 Iz 1,414 - | _ _
Gain on deemed disposal of subsidiaries RIELENTB AR
olliGa - 195 - - -
Loss on disposal of subsidiaries HERBARMNERE (14,031) = - - (377)
Loss on disposal of an associate HE—fHEE AT
BB 1R = - (529) - -
Loss on deemed disposal BIEEHE—RHIBAR
of a subsidiary 8 (3,939) - - - -
Negative goodwill on acquisition WEE—EH B AT
of a subsidiary EEXrams - . _ _ _
Share of losses of: DEATEFTHERE
Associates il el/NG] (5,495) (623) (1,864) - (565)
Finance costs BER A (617) (146) (12) (398) (5,120)
LOSS BEFORE TAX KA RIE R (150,022) (63,016) (29,049) (11,410) (28,877)
Tax | (1) - - - (2)
LOSS FOR THE YEAR REFELEELH
FROM CONTINUING OPERATIONS FRERE (150,023) (63,016) (29,049) (11,410) (28,879)
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Five Year Financial Summary

HFMBHE

Year ended 31 December

BE+-A=1+-HLEE

2010 2009 2008 2007 2006
—E2-2F —ITTNF 2T\ ZTTLFE ZTTRF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FAT FAT FAT
Restated
E7
DISCONTINUED OPERATION CRIEREER
Gain on deemed disposal of subsidiaries BIEHERB AT - - - 98,442 =
Sales consideration forfeited B SHERE - = 51,387 = =
Profit/(loss) for the year from BRIHEEER 2
a discontinued operation FEREF(EE) - - - = 15,829
PROFIT/(LOSS) FOR THE YEAR FEmail/ (Ei8) (150,023) (63,016) 22,338 87,032 (13,050)
Attributable to: IATATEEES
Owners of the Company ZAN/NET7 2PN (148,983) (62,666) 22,338 87,032 (11,600)
Minority interests DY R ER (1,040) (350) - - (1,450)
(150,023) (63,016) 22,338 87,032 (13,050)
ASSETS, LIABILITIES AND BE8ER
MINORITY INTERESTS DERRER
TOTAL ASSETS WEE 296,250 172,917 183,192 208,594 265,916
TOTAL LIABILITIES BwaE (202,401) (88,706) (49,952) (114,582) (250,381)
MINORITY INTERESTS DB R (43,012) (2,061) - - =
50,837 82,150 133,240 94,012 15,535
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Chairman’s Statement
FTERES

| am pleased to present to the shareholders herewith the annual results
of SYSCAN Technology Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) for the year ended 31 December
2010.

In the year of 2010 the Group had put more resource on research and
development as well as selling and marketing of the Group's products.
Some of the research and development had been crystallized and
contributed to the Group's performance in the year.

On 14 April 2010 and subsequently on 21 April 2010, the Company
entered into the Placing Agreement and the supplemental Placing
Agreement respectively, with the Placing Agent pursuant to which the
Company has conditionally agreed to place, through the Placing Agent, up
to 409,000,000 Placing Shares at a price of HK$0.165 per Placing Share
on a best effort basis. The Placing was completed on 4 May 2010 in
accordance with the terms and conditions of the Placing Agreement that
409,000,000 Placing Shares were placed to not less than six individuals,
corporate, institutional investors or other investors who are third parties
independent of the Company and its connected persons (within the
meaning of the GEM Listing Rules) of the Company, at the Placing Price
of HK$0.165 per Placing Share.

As disclosed in the Circular dated 24 January 2011, on 22 November
2010, the Company entered into the New Sale and Purchase Agreement
with Mighty Advantage Enterprises Ltd. (“MAE") and Country Praise
Enterprises Ltd. (“CPE") pursuant to which the parties agreed to
acquire the entire equity interest in the CPE, at an initial consideration of
HK$150,000,000 (subject to adjustments), but in any event subject to a
maximum consideration of HK$850,000,000. The consideration shall be
satisfied in a combination of cash, the Shares and Convertible Bonds. At
the same time, the Company entered into the New Placing Agreement
with the Placing Agent pursuant to which the Company conditionally
agreed to place, through the Placing Agent, up to 625,000,000 Placing
Shares at a price of HK$0.32 per Placing Share on a best effort basis.

All the conditions precedent under the New Sale and Purchase
Agreement have been fulfilled and that the Completion took place
on 28 February 2011 (the “Completion Date"”). The Company issued
218,750,000 Consideration Shares to the Vendor in accordance with the
terms of the New Sale and Purchase Agreement on the Completion Date.
The 218,750,000 Consideration Shares, representing approximately 6.28
% of the existing issued share capital of the Company, rank pari passu in
all aspects amongst themselves and with the Shares in issue on the date
of the issue and allotment of the Consideration Shares. Upon Completion,
CPE becomes a wholly-owned subsidiary of the Company and the
financial results of the CPE and its subsidiaries will be consolidated to that
of the Group.
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Chairman’s Statement
FTERES

All conditions set out in the New Placing Agreement have been fulfilled
and the Placing was completed on 9 March 2011 in accordance with the
terms and conditions of the New Placing Agreement. An aggregate of
625,000,000 Placing Shares have been successfully placed by the Placing
Agent to four (4) investors who are and whose ultimate beneficial owners
are third parties independent of, not connected with and not acting in
concert with any connected person of the Company. None of the placees
has become a substantial Shareholder (as defined in the GEM Listing
Rules) as a result of the Placing.

In 2011, the Group will remain market-oriented and maintain the
advantages in new products R&D, efficiency and quality, cost control and
management, enhancing production and marketing creativeness. Besides
maintaining the competitiveness of its core business, the Group will
make new attempts in order to accomplish sustainable development.

2010 is a very exciting year. Turnover for 2010 increased by 31.55% to
HK$85 million while the Group managed to push the gross profit margin a
bit up by 0.5%. Unfortunately these positive trends were out-weighted by
increase in expenses and impairment during the year.

The Group's manufacturing plant will be relocated from Shenzhen to
Wuhan in the near future. The Wuhan manufacturing base is well planned
and constructed that it is expected to reduce production costs and that
production effectiveness and efficiency would enhanced and hence
contribute positively to the Group's overall performance in the future.

The Group acquired Country Praise Enterprise Limited and its subsidiary,
which are principally engaged in the development and operation of
electronic payment tool after year ended 31 December 2010.

Upon the completion of the said acquisition, the resulting integration of
this new line of business together with our existing one, will enhance
the deployment of the Group's application of self-developed 2D barcode
technology to the fast growing electronic payment service industry in the
PRC. The management considers this a very profitable business channel
and provides tremendous opportunities available in the market in the
foreseeable future.

Finally, | would like to express my greatest gratitude to the Board,
management and staff for their strenuous contribution towards the
Group. Furthermore, | would also like to take this opportunity to sincerely
thank our business partners and shareholders for their continuous support
and trust. | believe all members of the Group will dedicate their best effort
to drive business growth and to deliver enhanced returns to shareholders.

Guan Gui Sen
Chairman
Hong Kong, 28 March 2011

B E R 2R EEN - KEFES
RIZB——F=ANBREBEFREREZGERK
fRIFER - BEEREARDAMN@A)RREERE
5 3£625,000,000f B ERDD - ZFREEART R
HBREREA A RBILNARREMEEA
THEGSHEELZE=77  FLIFERDF
EREEALT—BITE 2 AL - SIEAR AR
EEHEUREERRCERRAIFRLETHRA) -

RE-_FT——%F  AKEDBATIS R OER
EmBMAE - BEMmE - AEREERE
BaRAE  THAFEIE  REROLEFRD
BREOZE  BREFEY ®REKEZARFER
E o

—E-ZTFERSAREN—F c AEER T —
T 7 LR NN131.565% 285,000,000 7T © [
S ER RERIEF0.5% - XS ERLHEREE
WF S MORES NmEgE

AEBZEEBRERRTIARRBRINEER
%o REAERMWARREIRER - AR
RAEERAE e EERRIRE - #E i &
AEERKBRERAGRIEDSER

AREBYWEECountry Praise Enterprise Limited
REKBAR  FERBE_T—ZF+=A
=+ —HIEFEAFERERBEREEEFIN
TH-

Lt B TERRIR - FTRIS R A X 2 B A KR
EAKERE S ERBRMERETBEREER
ZEFXNRBENER - EEERS - WEK
REESELENE LR A RBRERER
P o

RE AARLEHEZRESE  BEABKER
THAKBMEHNERRE N o 1o - KA
S e SRR R R A R HI S EEREEUA
ROHE - BEGEAKREZE ETHIBRRLZ
7 HEBEBIEER - WAKRRHRELEMEIHR

EY 1
BEXR
BB —E——F=ZA=+N\H

—s-sssg peagzraras Q7



Management Discussion and Analysis

ERENHEA

BUSINESS REVIEW

Overview

The Group's business is in the field of optical electronic industry, and is
principally engaged in the design, research, development, manufacturing
and sell the optical image capturing devices and related barcode reader
equipment, and is gradually transforming into a 2D barcode reader and
laser spectrum identification device provider and laser system equipment
provider.

The Group's turnover of approximately HK$85,711,000 for the year
2010 increased by approximately 31.55% as compared to the turnover
of approximately HK$65,155,000 in last year. The Group's gross profit
margin had increased from the year 2009 of 16.41% to the year 2010 of
16.97%.

The Group recorded loss attributable to shareholders for the year 2010
of approximately HK$150,022,000 comparing to a loss of approximately
HK$63,016,000 for the year for 2009.

Research and Development

In the year of 2010 the Group had put more resource on research and
development as well as selling and marketing of the Group's products.
Some of the research and development had been crystallized and
contributed to the Group's performance in the year as compared to year
2009.

The Group continues to approach perfection the barcode and laser reader
equipment in different fields of business. For instance, Auto Bank Card
Issuer and Multi- functional ID Card Identification devices as well as
Laser detection terminal used for food tracking and tracing system in the
sourcing and tracking system for China’s food and medical products.

The Group has its own proprietary CM and GM coding certified by PRC
authorities. The Group will further deploy the application of self-developed
2D barcode technology to the fast growing electronic payment service
industry.
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Management Discussion and Analysis

BIRE S W LT

Sales and Marketing

We attended China International Exhibition on Financial Banking
Technology & Equipment 2010 in Beijing China from 9 to 12 September
2010 and The 7th Optics Valley Of China International Optoelectronic
Exhibition and Forum 2010 in Wuhan, China from 2 to 5 November 2010.
In the exhibition we introduced products including Auto Bank Card Issuer,
IDC — the passport and ID card scanner, bizcard nano, portable scanners,
bar code scanners, contact image sensor and free scan. Many customers
showed great interests at our products.

Acquisitions

As disclosed in the Circular dated 24 January 2011, on 22 November
2010, the Company entered into the New Sale and Purchase Agreement
with Mighty Advantage Enterprises Ltd. ("MAE") and Country Praise
Enterprises Ltd. (“CPE") pursuant to which the parties agreed to
acquire the entire equity interest in the CPE at an initial consideration of
HK$150,000,000 (subject to adjustments), but in any event subject to a
maximum consideration of HK$850,000,000. The consideration shall be
satisfied in a combination of cash, the Shares and Convertible Bonds.

All the conditions precedent under the New Sale and Purchase
Agreement have been fulfilled and that the Completion took place on
28 February 2011 (the “Completion Date”). The Company issued
218,750,000 Consideration Shares to the Vendor in accordance with the
terms of the New Sale and Purchase Agreement on the Completion Date.
The 218,750,000 Consideration Shares, representing approximately 6.28%
of the existing issued share capital of the Company, rank pari passu in all
aspects amongst themselves and with the Shares in issue on the date of
the issue and allotment of the Consideration Shares. Upon Completion,
CPE becomes a wholly-owned subsidiary of the Company and the
financial results of the CPE and its subsidiaries will be consolidated to that
of the Group.

All conditions set out in the New Placing Agreement have been fulfilled
and the Placing was completed on 9 March 2011 in accordance with the
terms and conditions of the New Placing Agreement. An aggregate of
625,000,000 Placing Shares have been successfully placed by the Placing
Agent to four (4) investors who are and whose ultimate beneficial owners
are third parties independent of, not connected with and not acting in
concert with any connected person of the Company. None of the placees
has become a substantial Shareholder (as defined in the GEM Listing
Rules) as a result of the Placing.

Details of the investment is set out in note (38) to the accounts. The
Board believes that the investment would further strengthen the Group's
competitive power in the industry .
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Management Discussion and Analysis

ERENHEA

FINANCIAL RESOURCES AND LIQUIDITY

As of 31 December 2010, the Group had a cash and bank balances of
approximately HK$82,030,000 (2009: approximately HK$37,754,000). As
at the balance sheet date, the Group had HK$38,444,000 bank loan or
other borrowing.

CONTROL ENVIRONMENT

During the course of their audit for the year ended 31 December 2010,
the auditor identified the following risk areas:

1. Investment / divestment in subsidiaries and associates,

2. Completeness of audit evidence available to auditors for their
audit work done,

3! Inter-company balances were not properly reconciled, and
4. Timeliness of keeping statutory records up-to-date.

The Group disposed of two subsidiaries and one associated company
during the year and on disposal had hand over the books and records
to the purchaser on disposal dates. Therefore the auditors’ was unable
to ascertain the precised gain or loss on disposals. The Board of
Independent Directors had instructed the Company to set up a series of
standard procedures to be followed with in future in order to eliminate
this potential risks.

As disclosed in the Company's announcements dated 22 February
2011 and 25 February 2011, the Group's office and manufacturing
base in Shenzhen was being blocked and workers being harassed by
gangs loitering around. At the material times, equipments (including
computers) were packed and planned to be relocated to the new Wuhan
manufacturing plant. The gangs blocked and searched all goods going
out and accidentally damaged a computer containing old accounting data.
This caused delay and incompleteness of data reproduction. As a result,
some inter-company balances were not reconciled on time.

The management had instructed the relevant staff members to expedite
in properly reconciling the inter-company balances and to set up regular
reconciliation routine in future.

The management also noted that some clerical procedures in respect
of corporate information were not followed up in a timely manner.
This resulted in confusion and uncertainty as to the actual relationship
between the Group and some of its business partners.
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Management Discussion and Analysis
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The Audit Committee has instructed the Company to ensure all necessary
statutory compliance be followed up immediately as and when such
needs arises and that regular review of compliance be performed to avoid
future reoccurrence of these errors.

The Audit Committee also recommended the Company to perform an all-
rounded internal control review and to re-assess and re-engineer, where
necessary, the system of internal controls of the Group and to ensure the
effective implementation and regular update of the would-be system.

CAPITAL COMMITMENTS

As at 31 December 2010, the Group’s outstanding capital commitment
contracted but not provided for in the financial statements is
approximately HK$23,324,000 (2009: HK$43,443,000).

As at 31 December 2010, the total current assets over the total current
liabilities was 0.81 times (2009: 1.78 times). The ratio of all debts to total
assets was 0.13 (2009: 0.02). As most sales are made in US dollar, no
hedging arrangement is made to offset the exposures to fluctuations in
exchange rates.

CONTINGENT LIABILITIES

The Group had no contingent liabilities as at 31 December 2010.

INTELLECTUAL PROPERTY

As at 31 December 2010, the Group had 61 trademarks registered in
different countries and regions, of which 27 trademarks have been
approved. At the same time, the Group had been granted 68 patents and
have 102 patents filed in different countries and regions.

EMPLOYEES

As at 31 December 2010, the Group has 271 employees. The Directors
believe that the quality of the employees is the most important factor in
sustaining the Group's growth and improving its profitability. Employees
are remunerated according to their performance and work experience. In
addition to basic salaries and retirement scheme, staff benefits include
share options and performance bonus.

LITIGATION

During 2008, the fellow shareholders of an associate took legal action
against the Group for repayment of amount due to the said associate of
approximately HK$20,682,000. At the end of the reporting period, the
directors and the fellow shareholders of the associate have reached a
mutual agreement to resolve the case by out of court settlement.
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Management Discussion and Analysis

ERENHEA

FUTURE PLANS AND PROSPECTS

The Group is cautious towards its future business plan and will
concentrate on the profitable businesses in order to establishing a stable
revenue stream and making the Group result to be profitable.

The Group will simplify its corporate structure and laid off excess staffs in
order to maintain stringent cost control.

The Group will also carefully assess and differentiate the performances
of its various business lines. For those loss making or less profit making
lines, the Group will review the situations and come up with appropriate
remedial actions so as to strike for the most benefits to the shareholders.

The Group acquired Country Praise Enterprise Limited and its subsidiary,
which are principally engaged in the development and operation of
electronic payment tool after year ended 31 December 2010.

Upon the completion of the acquisition of Country Praise Enterprise
Limited and its subsidiary, which are principally engaged in the
development and operation of electronic payment tool, the resulting
integration of this new line of business together with our existing one,
will enhance the deployment of the Group's application of self-developed
2D barcode technology to the fast growing electronic payment service
industry in the PRC. The management considers this a very profitable
business channel and provides tremendous opportunities available in the
market in the foreseeable future.
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Corporate Governance Report
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CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of corporate
governance to protect the interests of the shareholders of the Company.
The Company has complied with the code provisions of the Code on
Corporate Governance Practices (“CG Code"”) set out in Appendix 15 to
the GEM Listing Rules, throughout the twelve months period ended 31
December 2010.

Below are the corporate governance practices adopted by the Group. On
30 June 2005, pursuant to a resolution in writing passed by the Directors,
the corporate governance practices adopted by the Group are as follows:

- Code of ethics and securities transactions;

- Corporate governance practice manual,

- Term of reference for audit committee;

- Term of reference for board committee;

- Term of reference for remuneration committee; and
- Term of reference for nomination committee.

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Code of Ethics and Securities Transactions is adopted by the
Company to regulate securities dealings by directors, senior management
and certain employees of the Group, and to provide guidelines and
procedures on conflict of interests of Directors.

The first part of this Code of Ethics and Securities Transactions is based
on the GEM listing rules 5.48 to 5.67 (the “required standard”) against
which Directors must measure their conduct regarding transactions in
securities of their listed issuers, and the Securities Future Ordinance
("SFO").

The second part of this Code of Ethics and Securities Transactions
establishes guidelines and procedures regarding conflict of interests of
Directors in order to protect the best interests of the Company.

During the year ended 31 December 2010, all Directors have complied
with the Code of Ethics and Securities Transaction.
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BOARD OF DIRECTORS

The Board is responsible for the oversight of the management of the
Company's business and affairs of the organization with the objective of
enhancing shareholder value.

The Board is responsible for monitoring of Group's overall strategies and
policies, approval of business plans and the performance of the Company,
and oversight of senior management.

As at 31 December 2010, the Board comprised three Executive Directors
and three Independent Non-executive Directors. Biographical details of
the Directors were referred to pages 21 to 24 of this annual report.

The Board is responsible for corporate strategy, annual and interim
results, succession planning, risk management, major acquisitions,
disposals and capital transactions, and other significant operational and
financial matters. Major corporate matters that are specifically delegated
by the board of Directors to the management include the preparation of
annual and interim accounts for board approval before public reporting,
execution of business strategies and initiatives adopted by the board of
Directors, implementation of adequate systems of internal controls and
risk management procedures, and compliance with relevant statutory
requirements and rules and regulations.

The Chairman of the Board and the Chief Executive Officer are held
separately by two individuals to ensure their respective independence and
accountability. The Chairman is responsible for chairing and convening
the general meetings, chairing the board meetings, examining the
implementation of the resolutions of the Board and formulating overall
strategies and policies of the Company. The Chief Executive Officer is
responsible for managing the Group's business and overall operations.
The day-to-day running of the Company is delegated to the management
with divisional heads responsible for different aspects of the business.
During the period under review, the Company has complied with the
requirement to separate the roles of Chairman and Chief Executive Officer
as set out in Code provision A.2.1 of the Code. The roles of Chairman and
Chief Executive Officer are separated and are not concurrently assumed
by the same person so as to increase the transparency and independence
of corporate governance. Executive directors are responsible for running
the Group and executing the strategies adopted by the Board. They lead
the Group’'s management team in accordance with the directions set by
the Board and are responsible for ensuring that proper internal control
system is in place and the Group's business conforms to applicable laws
and regulations.
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Independent non-executive directors serve the important function of
advising the management on strategy development and ensure that the
Board maintains high standards of financial and other mandatory reporting
as well as providing adequate checks and balances for safeguarding
interests of shareholders and the Company as a whole.

The Board complies with the minimum requirements of the GEM Listing
Rules relating to the appointment of at least three independent non-
executive Directors and one of them has the appropriate professional
qualifications required under Rule 5.05 of the GEM Listing Rules.

For a Director to be considered independent, the Board must determine
that the Director does not have any direct or indirect material relationship
with the Group. In determining the independence of Directors, the Board
follows the requirements set out in Rule 5.09 of the GEM Listing Rules.

The Board has adopted good corporate governance practices
and procedures and taken appropriate steps to provide effective
communication with shareholders.

Directors’ Board meeting is held at least 4 times a year. In addition,
Directors have full access to information on the Group and independent
professional advice whenever deemed necessary by the Directors.
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The Board held four regular meetings in 2010 and one meeting in 2011. EF@R _E—ZFERTNATHeELAZ
Attendance of the directors were as follows: T —FRRT-NEE -  ERESTHFIRD
23NN
Name of Directors Attendance
EEnA HEIRE
Executive Director Mr Cheung Wai 5/5
WITES SRIEFRAE
Guan Gui Sen (Appointed on 28 February 2011) 11
BMERGE_ZT——F_A-+/\BEZT)
Lei Chun Xiong (Appointed on 28 February 2011) 11
Bug(E—T——F A=+ /\BEZM)
Frank Cheung (Resigned on 28 February 2011) 4/4
Frank Cheung(TE=ZZ——F = A=+ /\H#fT)
Independent non-executive Directors Dr Fong Chi Wah 5/5
BUNTES HRER T
Mr Jin Qingjun (Resigned on 26 April 2010) 11
FEELAE (BT —TFMAZ/NAET)
Mr Wang Ruiping 5/5
e it
Professor He Zhiyi (Appointed on 19 July 2010) 3/3

MERBE (E-_E-ZFLtATIREZRE)

All Directors are subject to re-election by shareholders at the annual
general meeting following their appointment. At each annual general
meeting one-third of the Directors for the time being will retire from office
provided that every Director shall be subjected to retirement by rotation
at least once every three years. The Directors to retire in every year will
be those who have been longest in office since their last election but as
between persons who became Directors on the same day those to retire
will be determined by lot. The retiring Director shall be eligible for re-
election.

REMUNERATION OF DIRECTORS

The Remuneration Committee was established on 30 June 2005. The
Remuneration Committee is chaired by an independent non-executive
Director with the responsibility of approving the remuneration policy for all
Directors and senior executives. The Remuneration Committee members
include a majority of independent non-executive Directors as follows:

Dr Fong Chi Wah* — Committee Chairman

Mr Wang Ruiping*

Professor He Zhiyi* (Appointed on 19 July 2010)
Mr Jin Qingjun* (Resigned on 26 April 2010 )

Mr Cheung Wai

Mr Frank Cheung (Resigned on 28 February 2011)

* Independent non-executive Director
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All Remuneration Committee members met at the end of the year for
the determination of the remuneration packages of Directors and senior
management of the Group. In addition, the Remuneration Committee
members also meet as and when required to consider remuneration
related matters.

The works carried out by the Remuneration Committee are set out
below:

(a) to make recommendations to the Board on the Company's
policy and structure of remuneration of Directors and the
senior management and on the establishment of a formal
and transparent procedure for developing policy on such
remuneration;

(b) to determine the specific remuneration packages of all executive
Directors and the senior management, including benefits in kind,
provident/retirement benefits and compensation payments,
including any compensation payable for loss or termination of their
office or appointment, and make recommendations to the Board
of the remuneration of independent non-executive Directors;

(c) to review and approve performance-based remuneration by
reference to corporate goals and objectives resolved by the Board
from time to time;

(d) to review and approve the compensation payable to executive
Directors, senior management in connection with any loss
or termination of their office or appointment to ensure that
such compensation is determined in accordance with relevant
contractual terms and that such compensation is otherwise fair
and not excessive for the Company; and

(e) to review and approve compensation arrangements relating
to dismissal or removal of Directors for misconduct to ensure
that such arrangements are determined in accordance with
relevant contractual terms and that any compensation payment is
otherwise reasonable and appropriate.
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NOMINATION OF DIRECTORS

The Nomination Committee was established on 30 June 2005. The
Nomination Committee made recommendations to the Board on
the appointment of Directors and the senior management personnel
with reference to certain guidelines as endorsed by the Nomination
Committee members. The Nomination Committee members include all
directors as follows:

Mr Cheung Wai
Mr Frank Cheung (Resigned on 28 February 2011)

Dr Fong Chi Wah*

Mr Wang Ruiping*

Professor He Zhiyi* (Appointed on 19 July 2010)
Mr Jin Qingjun* (Resigned on 26 April 2010 )

* Independent non-executive Director
All Nomination Committee members met at the end of the year.

The works carried out by the Nomination Committee members are set
out below:

(a) to review the structure, size and composition (including the skills,
knowledge and experience) and to make recommendations to the
Board after such review;

(b) to assess the independence of independent non-executive
Directors, having regard to the requirements under the GEM
Listing Rules; and

(c) to make recommendations to the Board on relevant matters

relating to the appointment of Directors and succession planning
for Directors.
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AUDIT COMMITTEE

The Audit Committee comprises three independent non-executive
Directors who possess the appropriate business and financial experience
and skills to understand financial statements. The Committee is chaired
by Dr Fong Chi Wah, and the other Audit Committee members are Mr
Jin Qingjun and Mr Wang Ruiping Under its terms of reference for audit
committee passed under a directors’ resolution dated 30 June 2005,
is required, amongst other things, to oversee the relationship with the
external auditors, to review the Group’s preliminary results, interim
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BHERRRESABUIENTES  REAMH
AL R BRBRLEERABRE - E
BEESSEMTHEER A BFEEEMN

BANEEEAERTRTLE - REEBHAZ
EERFANASTHZESARZRBBIEIE
BeiEdsE  BrEEeA(EheE) BERd
SNEZERN 2 BR - BRAEEVILEE - R H
XEREFUVBREK  BRETEERLETH

\

A
A

\

results and annual financial statements and to monitor compliance with & + WA E R AN B Z £5% 7% 2 3k 2 (th B RS
statutory and listing requirements, to engage independent legal or other — KiEITHZE

advisers as it determines is necessary and to perform any investigations.

The Audit Committee members held four meetings in 2010 . FAZEEeN T TFYHRITINRND:E ©
Name of member Attendance
REHA HERE
Dr Fong Chi Wah AEEELT 4/4
Mr Jin Qingjun FEELA 0/0
Mr Wang Ruiping (Resigned on 26 April 2010)  EIFRE(E=Z—ZFMM A =178 &) 4/4
Professor He Zhiyi (Appointed on 19 July 2010) a&E#%%H (E-—Z—ZF A +LBEZT) 3/3
Financial Statements BBHK

The Audit Committee held the meetings to discuss the Group on the HitZESRBTSEEIEEPHESL  VIHE

interim results, preliminary results announcement and Annual Report. The
Audit Committee reviews and discusses the management'’s reports and
representations with a view to ensuring that the Group's consolidated
financial statements are prepared in accordance with Hong Kong
Accounting Standards and Hong Kong Financial Reporting Standards and
compliance with the GEM Listing Rules and other legal requirements.

The Audit Committee in conjunction with the external auditors of the
Company has reviewed the Company's financial statements for the
year ended 31 December 2010 and has provided advice and comments
thereon.

EXTERNAL AUDITOR AND REMUNERATION

The Audit Committee also makes recommendations to the Board on
the appointment and retention of the external auditors. The Group only
engaged RSM Nelson Wheeler Certified Public Accountants to audit
services provided in connection with the audit of the consolidated
financial statements. Auditor's remuneration for the year of 2010 was
HK$500,000.
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INTERNAL CONTROL

An internal control system, being an integral part of the Company's
operations, is a process effected by the Board and management team
to provide reasonable assurance regarding the effectiveness and
efficiency of operations in achieving the established corporate objectives,
safeguarding Company assets, providing reliable financial reporting, and
complying with applicable laws and regulations.

The Board is responsible for making appropriate assertions on the
adequacy of internal controls over financial reporting and the effectiveness
of disclosure controls and procedures. Through the Audit Committee, it
regularly reviews the effectiveness of the system.

INVESTOR RELATIONS AND SHAREHOLDERS’
RIGHTS

The Board is committed to providing clear and full information about
the Company’s performance to shareholders through the publication of
quarterly reports and annual reports. In addition to dispatching circulars,
notices and financial reports to shareholders, additional information is
also available to shareholders on the websites of the Stock Exchange
and the Company, which is updated regularly. The annual general
meeting provides a useful forum for shareholders to raise comments
and exchange views with the Board. Shareholders are encouraged to
attend annual general meetings for which the Company gives at least 21
days' notice. The Chairman, Directors and external auditors are available
to answer questions on the Company’s businesses at the meeting. The
Company values feedback from shareholders on its effort to promote
transparencies and foster investor relationships.

By Order of the Board
Guan Gui Sen
Chairman

Hong Kong, 28 March 2011
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EXECUTIVE DIRECTORS

Mr. Guan Gui Sen, aged 47, joined the Company on 28 February 2011.
Mr. Guan acts as an executive Director and Chairman of the Company.
Mr. Guan obtained his bachelor degree from China Central University
of Finance and Economics (FFREF4EAES) in 1984 and a master degree
from Graduate School of the People’s Bank of China (2B A RER1THIFE
H#6) in 1987. Mr. Guan has over twenty years of senior management
experience in finance, property development and investment in the PRC.
Mr. Guan was a deputy president of Hainan Technology and Industry
Group (BEF TEE) from 1990 to 1994, a deputy president of Thihe
Holdings Co., Ltd. (K& B R A 7)) from 2001 to 2003 and a director
of China Union Pay Data Services Co., Ltd. ($RE4 &35 A R 2 7)) from 2002
to 2005. From August 2008, Mr. Guan became the chairman of Beijing
Shangyin Investment Consultancy Co., Ltd. (Fg4REhiE (L) R EHLHE
[R /A A1) and a director of China Union Loyalty Co., Ltd. (E/8REENAR
xal). Mr. Guan owns the entire equity interest in Beijing Dongsen Jinbi
Investment Consultancy Co., Ltd. Jt REHSEREZBERAF), an
investment company, which in turns owned 15% equity interest in China
Union Loyalty Co., Ltd. (H/ESREEAARAR).

Dr. Lei Chun Xiong, aged 45, joined the Company on 28 February 2011.
Dr. Lei acts as an executive Director and Chief Executive Officer of the
Company. He graduated from Hunan Binzhou Normal Institute (#E
MEPNETER) in 1983 and obtained a master degree from Tianjin Normal
University (K32EMEIAZ) in 1991 and a doctoral degree from Graduate
School of People’s Bank of China (B A RERTTATZEAEF) in 1996. Dr.
Lei has over 20 years of experience in banking and electronic payment
sectors. He worked as a deputy section head, section head and deputy
department head of Bank of China, Hunan branch from 1991 to 1997.
From February 1997 to July 2001, Dr. Lei worked for the head office
of China Merchants Bank as an assistant general manager of treasury
planning department, research department and an deputy general
manager of individual banking department. He joined China Unionpay Co.,
Ltd. (FPEISREEAR (5 A PR 2 &) in August 2001 until March 2010 initially as
its general manager of the strategic development department and later
as its assistant president. In between his tenure with China Unionpay
Co., Ltd. (FESREERZh AR A 7)), Dr. Lei was also an executive director
of Unionpay Merchant Services Co., Ltd. ($RE#EFSAR A F)), a director
of China Unionpay Data Services Co., Ltd. (#RE4EUZHR AR, China
Pay Co., Ltd. (/8 #REE 7 1B AF]), China Union Loyalty Co., Ltd.
(B8R EANAERAT]), Guangzhou Unionpay Network Payment Co.,
Ltd. (BN SREFB4E AR AT) as well as a director and president of
Shanghai Kayou Information Services Co., Ltd. (FEREEHREERD
a]). In April 2010, Dr. Lei is the president of Beijing Shangyin Investment
Consultancy Co., Ltd. (RN (LX) REFRBRAT). He is also a
committee member of Shanghai Financial Arbitration Advising Committee
(LB RMPEHAZER)
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Mr Cheung Wai, aged 60, is responsible for the overall strategic planning
for the Group's China business. He has over 30 years of extensive
business and management experiences in the field of electronic and
computer industry in the PRC and overseas. He joined the Group in 1998.
He holds a bachelor's degree in Electronics Engineering from China
Central Institute of Technology, Mainland China.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Fong Chi Wah, aged 49, is a Certified Practising Accountant (Australia),
a Chartered Financial Analyst, a member of Hong Kong Institute of
CPAs, a member of the Institute of Certified Management Accountants,
Australia and a member of the Hong Kong Institute of Directors. Dr. Fong
holds a bachelor’'s degree in management science (economics) from
Lancaster University, United Kingdom, a master 's degree in business
administration from Warwick University, United Kingdom, a master’s
degree in investment management from the Hong Kong University of
Science and Technology, a master s degree in practicing accounting from
Monash University, Australia and a doctorate in business administration
from the Hong Kong Polytechnic University. Dr. Fong has over 21 years
of extensive experience in various sectors of financial industry, including
direct investment, project and structured finance, and capital markets
with focus on the PRC and Hong Kong. Dr. Fong was previously a
director of Baring Capital (China) Management Limited and held various
management positions in ING Bank. Dr. Fong was also an executive
director of Grant Investment International Limited, a company listed
on the Stock Exchange. Dr. Fong is currently an executive director of
National Investments Fund Limited and an independent non-executive
director of Ruinian International Limited, and both companies are listed on
the Stock Exchange.

Mr Wang Ruiping, aged 49, is a managing director of TDR Capital
International Limited and had been an independent non-executive director
of China Huali Holding Limited during March 2003 and March 2009, a
company listed on Shenzhen Stock Exchange. He is currently acting as
non-executive director of Vision Opportunity China Fund Ltd, listed on
AIM, London Stock Exchange. He is also non-executive director of China
High Enterprises Limited, the Hong Kong parent company of Borun
based in Shangdong, PRC. Mr Wang has over 15 years of investment
banking and investment management experience. He also has profound
experience of investments in China via listings on domestic and foreign
stock exchanges. He has previously worked as executive director
of Softbank Investment International (Strategic) Limited and general
manager of Softbank China Venture Investment Ltd, vice president
of Greater China Investment banking of Deutsche Bank and assistant
director of Standard Chartered (Asia) Limited in charge of investment
banking business in mainland China. Mr Wang was working for China
International Trust and Investment Corporation before joining Standard
Chartered Asia Limited. Mr Wang holds a master degree in Economics
from Nankai University of China.
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Professor He Zhiyi, aged 54, joined the Company on 19 July 2010. He
holds a master degree in Economics from Xiamen University, a doctoral
degree from School of Management, Fudan University and was a post-
doctoral research fellow at Guanghua Management School, Peking
University. He is currently the deputy dean of Antai College of Economics
& Management, Shanghai Jiao Tong University, the deputy dean of
the Institute on Poverty Research, Peking University and the executive
officer of the Chinese Business Case Research Centre, Peking University.
Professor He was a professor of Marketing, a doctoral adviser and the
assistant dean of Guanghua Management School, Peking University. He
also acted as the director of Management Case Studies Centre of Peking
University. Professor He is currently an independent non-executive
director of Shenzhen Accord Pharmaceutical Co., Ltd., a subsidiary of
Sinopharm Group Co. Ltd (Stock code: 1099) and whose A shares and B
shares are listed on the Shenzhen Stock Exchange.

SENIOR MANAGEMENT

Dr Ma Jun, aged 46, is the Chief Technology Officer of the Group. Dr
Ma is responsible for 2D Barcode technology research and application
development of the Group. Dr Ma holds more than ten of China patents
in laser diodes production, testing, and applications. Dr Ma has much
experience in optics research and technical management.

Dr Ma received his B.S,. and Ph.D. degrees from NanKai University,
Anhui Institute of Optics and Fine Mechanics, Academia Sinica, in 1984
and 1993, respectively. Dr Ma joined the Group in September 2009.

Mr Zhang Ming, aged 53, has been the executive director and authorised
representative of the Company’'s PRC subsidiary since 2004, and is
responsible for the business operations, production, sales and marketing
performance in Mainland China. He was appointed executive director of
the Company on 2 February 2007 and resigned the position of executive
director of the Company on 25 August 2009. Mr Zhang holds a bachelor’s
degree in Engineering Management from China University of Petroleum.
Mr Zhang has held management positions in a computing company and
a petroleum facilities company. Mr Zhang has over 14 years' substantial
experience in the fields of petroleum and natural gas and was working in
The Earth Exploration Office of the Chinese Petroleum Department (4
FmERH BN /B) and the Gas Head Corporation of China (F1 B/ i K 44
RA2/AF]). Mr Zhang is the brother of Mr Cheung Wai, executive Director
of the Group.
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Mr Alpha Hou Lan Chung, aged 57, is the Chief Technology Officer and
is responsible for technology research and development of the Group.
Mr Hou has over 25 years’ imaging related product development and
engineering management experience in analog and digital design, image
capturing and display industry including Pro-Arch, Syscan, Microtek,
Trident, Genoa, Grundig and RCA. He holds a bachelor’s degree in
Electronic Engineering from Northwestern Polytechnic University, USA.
Mr Hou joined the Group in December 2007.

Mr Joseph Kung, aged 59, the Director of R&D Department, Responsible
for R&D management and projects planning overall technical scheme.
Mr Kung had nearly 20 years electronic circuit design plus 4 years
engineering management experiences in Video, Telecommunications
and Scanning industries including Syscan, Alphavision, AT&T Bell Labs,
Grundig and Sylvania Philco. He held a degree of Master of Science in
Electrical Engineering from New Mexico State University, New Mexico,
USA. Mr Kung joined SYSCAN group in November 2008.

Mr Fung Kwok Leung, aged 45, is the qualified accountant and company
secretary of the Company. Mr Fung holds an Honours Degree in
Accountancy from the Hong Kong Polytechnic University and is a fellow
member of the Association of Chartered Certified Accountants and the
Hong Kong Institute of Certified Public Accountants.

24 SYSCAN Technology Holdings Limited Annual Report 2010

BERAKE 57 RITRE  8E4A%EZ
AT Fe BB B o R EREL REISRE
TEERKRERTE(BIEPro-Arch * Syscan
Microtek ~ Trident * Genoa * Grundig’&RCA)#
EEGHBERMB R IRERERSFLR o K
BEEEALTEAEETTIREBLEN - &L
ERZETLFETZANMAREHE -

BEIELRE 695%  MBERE BEHEE
BeE®E BERE -  BEBEARNAR -
EEREEG - EF - FiLE(B21ESyscan
Alphavision * ATRTE R E % E * Grundigk
Sylvania PhilcoZ ) AT 205FE FEHKET N4
FIRERLR - HREBERMEAITMNIIAE
BERTBBELTEM - BEARZZTTNF+—A
INEEAREE -

BEIRKE 4555 0 AARFEEREEAIEA
FTME - BEABRAEEEIAZER €51
gEatEN AEEBEFARETMASRE

ARG AEEREE -



Report of the Directors
EEEHES

The Directors present their report together with the audited financial
statements of SYSCAN Technology Holdings Limited (“the Company”)
and its subsidiaries (together
December 2010.

“the Group") for the year ended 31

THE COMPANY

The Company was incorporated in Bermuda on 17 August 1999 as an
exempted company with limited liability under the Companies Act 1981
of Bermuda (as amended). Its shares have been listed on The Growth
Enterprise Market of The Stock Exchange of Hong Kong Limited (“"GEM")
since 14 April 2000.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries are
principally engaged in the design, research, development, optical image
capturing devices and related components. Its subsidiaries also have
minority interests in certain companies. Details of the investments of the
Group are set out in Note 1 to the accompanying financial statements.

An analysis of the Group's turnover and segment result by product
category and turnover and segment assets by geographical location
for the year ended 31 December 2010 are set out in Note 6 to the
accompanying financial statements.

CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2010, the five largest customers
accounted for approximately 80.19% of the Group's total turnover, while
the five largest suppliers of the Group accounted for approximately
47.23% of the Group's total purchases. The largest customer accounted
for approximately 76.12% of the Group's total turnover while the largest
supplier accounted for approximately 29.68% of the Group's total
purchases.

As far as the Directors are aware, none of the Directors, their associates,
or any shareholders (which, to the knowledge of the Directors, owned
more than 5% of the Company’s share capital) had a beneficial interest in
the five largest customers and suppliers of the Group.

RESULTS AND APPROPRIATIONS

Details of the Group's results for the year ended 31 December 2010 are
set out in the consolidated statement of comprehensive income on page
46 of this annual report.

The Directors did not recommend the payment of any dividend.
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SHARE CAPITAL

Details of movements share capital of the Company are set out in Note
30 to the accompanying financial statements.

RESERVES AND ACCUMULATED LOSSES

Movements in reserves of the Group and the Company during the
year are set out in Note 31 to the accompanying financial statements.
Movements in accumulated losses of the Group during the year are set
out in the consolidated statement of changes in equity on page 51 of this
annual report.

As at 31 December 2010, the Company had no reserves available for
distribution to its shareholders. However, the Company’s share premium
account, in the amount of approximately HK$Nil, may be distributed in
the form of fully paid bonus shares.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company'’s listed shares during the year.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s Bye-
laws and the laws in Bermuda in relation to the issue of new shares by
the Company.

SUBSIDIARIES AND ASSOCIATES

Particulars of the Company'’s subsidiaries and associates are set out in
Notes 19 and 20 respectively to the accompanying financial statements.

PROPERTY, PLANT AND EQUIPMENT AND
CONSTRUCTION IN PROGRESS

Details of movements in property, plant and equipment and construction
in progress during the year are set out in Notes 15 and 17 respectively to
the accompanying financial statements.

EMPLOYEE RETIREMENT BENEFITS

Details of the Group's pension schemes are set out in Note 3(qg)(ii) to the
accompanying financial statements.

RELATED PARTY TRANSACTIONS

Details of related party transactions are set out in Note 37 to the
accompanying financial statements.
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DIRECTORS
The Directors who held office during the year and up to the date of this
report were:

Executive directors

Guan Gui Sen (Appointed on 28 February 2011)
Cheung Wai

Lei Chun Xiong (Appointed on 28 February 2011)
Frank Cheung (Resigned on 28 February 2011)

Independent non-executive directors
Fong Chi Wah

Wang Ruiping

He Zhiyi (Appointed on 19 July 2010)
Jin Qingjun (Resigned on 26 April 2010)

In accordance with Bye-law 99 and 102A of the Bye-Laws of the
Company, Mr Guan Gui Sen , Mr Cheung Wai, Dr Lei Chun Xiong, Dr
Fong Chi Wah and Professor He Zhiyi will retire from office by rotation at
the forthcoming AGM, and being eligible, offer themselves for re-election
at the forthcoming AGM besides Mr Cheung Wai.

DIRECTORS’ SERVICE CONTRACTS

Mr Guan Gui Sen, the executive director, has entered into a service
agreement with the Company for a term of three years commencing
from 28 February 2011.

Dr Lei Chun Xiong, the executive director, has entered into a service
agreement with the Company for a term of three years commencing
from 28 February 2011.

Dr Fong Chi Wah, Mr Wang Ruiping and Professor He Zhiyi, the
independent non-executive directors, have entered the service
agreements with the Company for a term of three years commencing
from, in the case of Dr Fong Chi Wah, 19 December 2009, in the case of
Mr Wang Ruiping, 30 September 2007 and in the case of Professor He
Zhiyi, 19 July 2010.

Save as disclosed above, none of the Directors being proposed for re-
election at the forthcoming AGM has an unexpired service contract with
the Company which is not determinable by the Group within one year
without payment of compensation (other than statutory compensation).
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DIRECTORS’ INTEREST IN SHARES

As at 31 December 2010, the interests and short positions of the directors
and the 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 (the “SFO")
as recorded in the register required to be kept under Section 352 of the
SFO, or as otherwise notified to the Company and The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) pursuant to the minimum
standards of dealing by directors of the Company as referred to in Rule
5.40 of the Rules Governing the Listing of Securities on the Growth
Enterprise Market of the Stock Exchange (the “GEM Listing Rules”) were
as follows:

Long Positions in shares of the Company

SR RER
R-Z-TFEF+-A=1+—R  RIKIEFIHE
R (TR R IE RN ]) EI26A T HBEDN
B A - ARBEFEERA XS ARAR
(TB 32 pr | CRIZERFE S LR AND([CRIZEAR £
RAD])EB 4G BRA R R EEETTEEMN
RIEFEANS AR RBRXMBBARRES
REZBITHRABRARRREMBEEE(EER
(BHRHAEGEPIDEXVED) ity - BEERD
BT REEERSORBRIT

RAEQXTRDFHEFE

Number of ordinary shares held

BEZBERYE

Percentage

Personal Family Corporate Other of issued

Name interests interests interests interests Total share capital

HEBITRA

o ARz Edy DR HtrgEs mey Bk

Mr Cheung Wai 863,112,045 - - — 863,112,045 24.77%

REXLE

Mr. Guan Gui Sen (Note 1) - - 218,750,000 — 218,750,000 6.28%
B E AR T A (B

7,500,000 - - - 7,500,000 0.22%

)
Mr. Frank Cheung (Note 2)
Frank Cheungst 4 (M3E2)

Note 1: Mr. Guan Gui Sen appointed as an executive Director on 28 February 2011.
218,750,000 shares is held by Mighty Advantage Enterprises Limited
which is incorporated in the British Virgin Islands and is beneficially owned
by Mr Guan Gui Sen.

Note 2: Mr. Frank Cheung resigned as an executive Director on 28 February 2011.

Long Positions in Underlying Shares of the Company

On 2 March 2000, the Company adopted Share Option Scheme A and
Scheme B under which share options to subscribe for shares of the
Company may be granted under the terms and conditions stipulated in
Scheme A and Scheme B.
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Share Option Scheme A ceased to be effective (save for the options
granted) upon the listing of the Company on 14 April 2000. At the annual
general meeting of the Company held on 26 April 2002, shareholders of
the Company approved the adoption of a new Share Option Scheme C
and the termination of Share Option Scheme B.

Since its adoption and up to 31 December 2010, no options have been
granted to the Directors of the Company under Share Option Scheme A.

Details of the options granted to the Directors of the Company under
Share Option Scheme B and Share Option Scheme C since its adoption
and up to 31 December 2009 were as follows:
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Scheme B sT&B
No. of
No. of No.of  underlying No. of
underlying underlying shares  underlying
shares shares  comprising shares
Subscription ~ comprising  comprising  the options  comprising
price  the options  the options cancelled/  the options
Name Date of grant Exercise period per share granted exercised lapsed outstanding
B BITfE BEE#/ AN ES)
SBIRRERR BRRER SBIRRERR SBIRRERR
sk LTl W R B RAEE W R
] REBH TR RIBE ROBE ROEE REOEE ROEE
Mr Cheung Wai 19/6/2000 19/6/2001 to HK$0.44 3,750,000 - 3,750,000 0
18/6/2010
RELE —ZTTF —ZE-FRATNBEE 0.447%7T
~ATAR e A RAN=
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Scheme C srElc
No. of
No. of No.of  underlying No. of
underlying underlying shares  underlying
shares shares  comprising shares
Subscription  comprising  comprising  the options  comprising
price  the options the options cancelled/  the options
Name Date of grant Exercise period per share granted exercised lapsed outstanding
2R BT BEH/ A% RITHE
R R B RERT R
(=1 BRAEE BRAEE BRAE BRAAE
] RiLBH TR RHBE ROBE ROHE RIEE ROEE
Mr Cheung Wai 13/8/2008 13/8/2009 to 12/8/2018 HK$0.06 15,000,000 15,000,000 - 0
RIEERAE —EEN\F “ZTNFNATZ=RZE 0.0687C
NR+=R ZE-N\FNATZH
Mr Frank Cheung 10/11/2009 10/11/2010 to HK$0.1026 15,000,000 7,500,000 - 7,500,000
(Note) 9/11/2019
Frank Cheung’td —ZTZNF “T-ZF+—A+HZE 010268
(Hiit) +—A+H —Z-NF+—ANR

Note:  Mr Frank Cheung resigned as an Executive Director on 28 February 2011.

Save as disclosed above, as at 31 December 2010, none of the directors
had any interest or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) as recorded in the register required
to be kept under Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the minimum standards
of dealing by directors of the Company as referred to in Rule 5.40 of the
GEM Listing Rules.
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INTERESTS DISCLOSEABLE UNDER THE SFO AND
SUBSTANTIAL SHAREHOLDERS

Save as disclosed below, as at 31 December 2010, there was no other
person (other than a director or chief executive of the Company) who
had any interests and short positions in the shares and underlying shares
of the Company as recorded in the register required to be kept under
Section 336 of the SFO.

Long Positions in Shares of the Company

RIB(ESRAERHD AT HEME
BN EERR

BTFXARBEEN R-B-FF+-A=+—
B« B AREE S RIS IEH)E336(5ET
MBEEMADE  HEEpAT(RAREFLE
BIHABBRIN AR R RABRE =
BEAREE LKA -

RARTRDFHERE

Number of ordinary shares held

BEZBERYE

Percentage

Personal Family Corporate Other of issued

Name interests interests interests interests Total share capital

HEBITRA

e ARz Rk NEER Hipfgs By ATk

Mr Cheung Wai 863,112,045 - - — 863,112,045 24.77%

RIESE

Mr. Guan Gui Sen (Note 1) - - 218,750,000 - 218,750,000 6.28%
B E AR T A (F

7,500,000 - - - 7,500,000 0.22%

)
Mr. Frank Cheung (Note 2)
Frank Cheung%c 4 (Fif3E2)

Note 1: Mr. Guan Gui Sen appointed as an executive Director on 28 February 2011.
218,750,000 shares is held by Mighty Advantage Enterprises Limited
which is incorporated in the British Virgin Islands and is beneficially owned
by Mr Guan Gui Sen.

Note 2: Mr. Frank Cheung resigned as an executive Director on 28 February 2011.

Details of the interests of Mr Guan Gui Sen and Mr Cheung Wai is
duplicated in the section “Directors’ Interest in Shares” disclosed above.

M MEREAEE-_T——F_A-+N\B %
ZEAHITESE - 218,750,000 §% f Mighty
Advantage Enterprises LimitediFH » Mizx A
AAREBEZHESHMK I HEERTE
EREENDNF

Bff&£2 : Frank CheungfE4AH =T ——F ==+ /\H
BHIBTER -

BMERLEENMREELEZESEFBECEENLEX
[EFRID RS | — R REE -
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EMPLOYEE SHARE OPTIONS

The Company has three employee share option schemes, namely Share
Option Scheme A, Share Option Scheme B and Share Option Scheme C
(collectively “the Schemes”).

Share Option Scheme A (“Scheme A”)

(1) Summary of the terms of Scheme A
The purpose of Scheme A is to attract and retain the best
available personnel for positions of substantial responsibility, to
provide additional incentive to employees and consultants of the
Company and its subsidiaries and to promote the success of the
Company's business.

The Company adopted Scheme A on 2 March 2000 and
granted a maximum of 52,784,000 options to subscribe for
52,784,000 shares at exercise prices ranging from HK$0.02422
to HK$0.04844, which was resulted from the conversion of
outstanding options under the stock option plan adopted and
approved by SYSCAN, Inc., a wholly owned subsidiary of
the Company, by virtue of a group reorganization scheme in
preparation for the listing of the Company’s shares on the GEM.

Save as aforesaid, no further shares may be granted under
Scheme A and Scheme A ceased to be effective upon the listing
of the Company on the GEM on 14 April 2000, but the options
which have been granted during the life of Scheme A shall
continue to be exercisable in accordance with their terms of issue
and in all other respects the provisions of Scheme A shall remain
in full force and effect.

Participants include any employee and consultant of the Company
or any subsidiary, including any executive director of the Company
or any subsidiary.

No participant shall be granted an option which, if exercised in full,
would result in such participant becoming entitled to subscribe
for such number of shares as, when aggregated with the total
number of shares already issued under all the options previously
granted to him which have been exercised and issuable under all
the options previously granted to him which are for the time being
subsisting and unexercised, would exceed 25% of the aggregate
number of shares for the time being issued and issuable under
the Schemes.

(1) Up to 31 December 2010, no options have been granted to the
option holders of the Company under Share Option Scheme A.
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Share Option Scheme B (“Scheme B”)

()

Summary of the terms of Scheme B

The purpose of Scheme B is to advance the interests of the
Company and its shareholders by providing to the executive
directors and full-time employees of the Company and its
subsidiaries a performance incentive for continued and improved
service with the Company and its subsidiaries and by enhancing
such persons’ contribution to increase profits by encouraging
capital accumulation and share ownership.

Scheme B was adopted by the Company on 2 March 2000
pursuant to which options may be granted to the employees
of the Group to subscribe for ordinary shares of $0.01 each,
subject to, when aggregated with any shares subject to any other
scheme of the Company, a maximum of 30% of the nominal
value of the issued share capital of the Company from time to
time. The subscription price will be determined by the Company’s
Board of Directors, and will not be less than the higher of (i)
the nominal value of the ordinary shares, (ii) the average of the
closing price of the ordinary shares quoted on the GEM on the
five business days immediately preceding the date of grant, and
(iii) the closing price of ordinary shares quoted on the GEM on
the date of grant, which must be a business day. An offer of an
option shall be deemed to have been granted and accepted when
a duplicate letter comprising acceptance of the option duly signed
by the participant, together with a remittance of HK$1 by way of
consideration for the grant thereof, is received by the Company
with a period of 21 days from the date of offer.

Participants include any full-time employee of the Company or
any subsidiary, including any executive director of the Company
or any subsidiary.

No participant shall be granted an option which, if exercised in full,
would result in such participant becoming entitled to subscribe
for such number of shares as, when aggregated with the total
number of shares already issued under all the options previously
granted to him which have been exercised and issuable under all
the options previously granted to him which are for the time being
subsisting and unexercised, would exceed 25% of the aggregate
number of shares for the time being issued and issuable under
Schemes.

At the annual general meeting of the Company held on 26
April 2002, shareholders of the Company have approved the
termination of Scheme B (save for the options already granted
but unexercised). Thereafter, no further shares may be granted
under Scheme B and Scheme B ceased to be effective after 26
April 2002, but the options which have been granted during the
life of Scheme B shall continue to be exercisable in accordance
with their terms of issue and in all other respects the provisions
of Scheme B shall remain in full force and effect.
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Details of the movement of options under Scheme B during the (/) REE-_E-—ZSF+_A=1+—HILFE
year ended 31 December 2010 were as follows: RIS B?i RS R R B SR IE E
NN
Subscription At Granted Cancelled/ Exercised At
price 1 January during  lapsed during during 31 December
Date of grant Exercise period per share 2010 the year the year the year 2010
R=B-%% Eh R=B-%%
RHAH (i BRIEE -B-H ERE i ERfff t=A=1-A
Il. ~ Share Option Scheme B
L BCHE:
Directors and Chief Executives
EFRREHNR
19 June 2000 19 June 2001 to HK$0.44 3,750,000 = (3,750,000) = 0
18 June 2010
“EETERAHAA “EE-F BtNAE 04457
“E-FERATHAR
Other employees
AltES
12 July 2000 12 July 2001 to HK$0.328 75,000 - (75,000) = 0
11 July 2010
“EETFLATCA “E3-FtA+CRE 0.328%TT
“E-TELA+-A
4 December 2000 4 December 2001 to HK$0.1355 150,000 - - (150,000) 0
“E3TF+-AMA 3 December 2010
“T2-E1_AmAE 0135557
“3-T5ftZR=A
17 January 2001 17 January 2002 to HK$0.2747 600,000 - - (600,000) 0
16 January 2011
“ET-F-AttH “TEF-AttHEE 027475
e  N=
13 August 2001 13 August 2002 to HK$0.368 225,000 - (225,000) - 0
12 August 2011
“E2Z-E)\At=H “EEEN\A+=AZ 036877
“E——4\A+ZA
Subotal
gt 4,800,000 - (4,050,000) (750,000) 0
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Share Option Scheme C (“Scheme C”)
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Summary of the terms of Scheme C

The purpose of Scheme C is to provide incentives or rewards to
participants hereunder for their contribution to the Group and/or to
enable the Group to recruit and retain high-calibre employees and
attract human resources that are valuable to the Group and any
entity in which the Group holds any equity interest.

Scheme C was adopted by the Company at the annual general
meeting held on 26 April 2002 pursuant to which options may be
granted to participants to subscribe for ordinary shares of $0.01
each, subject to, when aggregated under this scheme and any
other share option schemes of the Company must not exceed
30% of the total number of shares in issue from time to time.
The subscription price will be determined by the Company’s
Board of Directors, and will not be less than the higher of (i)
the nominal value of the ordinary shares, (ii) the average of the
closing price of the ordinary shares quoted on the GEM on the
five business days immediately preceding the date of grant, and
(iii) the closing price of ordinary shares quoted on the GEM on
the date of grant, which must be a business day. An offer of an
option shall be deemed to have been granted and accepted when
a duplicate letter comprising acceptance of the option duly signed
by the participant, together with a remittance of HK$1 by way of
consideration for the grant thereof, is received by the Company
within a period of 21 days from the date of offer.

The Directors may, at their absolute discretion, invite any person
who has contributed to, or can contribute to the Group's business
value and/or technology from product development, sales and
marketing, manufacturing to enhancing efficiency of operation to
take up options to subscribe for ordinary shares of the Company.

No participant shall be granted an option which would result in the
total number of shares issued and to be issued upon exercise of
all the options granted and to be granted to such person (including
exercised, cancelled and outstanding options) in any 12-month
period up to and including the date of such grant representing in
aggregate over 1 per cent. of the total number of shares in issue.
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Scheme C was refreshed at Annual General Meeting held on 30

April 2010.

The total number of shares available for issue under Scheme C
is 204,728,654 (representing approximately 9.86% of the issued
share capital of the Company as at the date of this report).

Scheme C shall remain valid and effective for a period of 10 years
commencing on 26 April 2002, after which period no further
options will be granted but the provisions of this scheme shall

remain in full force and effect in all other respects.

Details of the movement of options under Scheme C during the  (//)

year ended 31 December 2010 were as follows:

FECR -_ZE—ZFOA=+HARNRK
RBFERGER

BEBEFECAHETOROBEER A
204,728,654 (HHE N AR BN AHEH
HRMIE B2 TR ZAN499.86% ) ©

AEICHAMBAERME —TE _FIA
ZHARBEAIN0E - KR BTgE
— SR HBARAE - A BIERRA RN
A SN2 E AR AR ©

RBE-F—BF+-A=+—AILFE
R4S BICE I )M R B ¥ AL
™

Subscription At Granted Cancelled/ Exercised At
price 1 January during  lapsed during during 31 December
Date of grant Exercise period per share 2010 the year the year the year 2010
RZZB-%F £ R=B-%F
RHAS T8 SRIEE —-A-H FREL RB/AN EmffE +t=A=t-H
lll.  Share Option Scheme C
fEREEIC
Directors and chief executives
EERSETHAR
13 August 2008 13 August 2009 to HK$0.06 47,000,000 = = (47,000,000) 0
12 August 2018
“EEN\FN\AT=H “EENFN\AT=REE 0.06%87
“F-\EN\ATZH
10 November 2009 10 November 2010 to HK$0.1026 15,000,000 - - (7,500,000) 7,500,000
9 November 2019
“ERNET-ATH “T-EEt-ATHE 0.1026%7t

“F-hET-ANA
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Subscription At Granted Cancelled/ Exercised At
price 1 January during  lapsed during during 31 December
Date of grant Exercise period per share 2010 the year the year the year 2010
RZZB-%F ER R=Z-%F
RHAH i BRIBE -A-A FREL RB/AN EmffE +t=A=t-H
Other employees
AftES
14 May 2002 14 May 2003 to HK$0.1883 3,712,500 = (375,000) (2,587,500) 750,000
13 May 2012
“TZ-FRATRA “EZ-FHAtMAZE 0.1883%TT
“2-C¥nAT=A
14 August 2002 14 August 2003 to HK$0.1333 2,587,500 - (112,500) (2,475,000 0
13 August 2012
ZTEE\AtIA “E2-F/\f1MWAZE 0.1333371
“E-Z§/\AT=R
26 March 2003 26 March 2004 to HK$0.1333 2,017,500 - - (2,017,500) 0
25March 2013
ZEEZFSACTAR CEEMESRACHABER 0.1333%
“EF-=f-f-1hA
13 August 2008 13 August 2009 to HK$0.06 69,838,000 = (42125000 (63910917) 1,714,583
“ZZ\F\A+=H 12 August 2018
“EENFN\AT=REE 0.0677T
“E2-\FN\ATZH
10 November 2009 10 November 2010 to HK$0.1026 60,000,000 - - (28,750,000) 31,250,000
“EENFT-ATA 9 Novernber 2019
“E-TET-ATHE 0.1026%7t
“E-NET-ANB
Subotal
et 200,155,500 - (4,700,000 (164,240,917) 41,214,583
Total share options
e 204,955,500 - (87500000  (154990,917) 41,214,583
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MANAGEMENT CONTRACTS

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

CODE OF BEST PRACTICE

In the opinion of the Directors, the Company has complied with the
standards of good practice concerning the general management
responsibilities of the Board of Directors as set out in Rules 5.28 to 5.39
of the GEM Listing Rules throughout year ended 31 December 2010.

FINANCIAL SUMMARY

A summary of the consolidated statement of comprehensive income and
consolidated statement of financial position of the Group is set out on
pages 46 and 48 of this annual report.

AUDITORS

On 30 December 2010, SM Nelson Wheeler Certified Public Accountants
("RSM ") was appointed, which appointment will continue to be effective
until the conclusion of the forthcoming annual general meeting of the
Company.

The financial statements of the Group for the year ended 31 December
2010 have been audited by RSM. A resolution will be submitted to the
forthcoming annual general meeting to re-appoint RSM as the auditor of
the Company.

By Order of the Board
Guan Gui Sen
Chairman

Hong Kong, 28 March 2011
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Independent Auditor’s Report
BN 2B E S

RSM Nelson Wheeler
HIgEE (B ST EHA
Certified Public Accountants

TO THE SHAREHOLDERS OF
SYSCAN TECHNOLOGY HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We were engaged to audit the consolidated financial statements
of SYSCAN Technology Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages
46 to 112, which comprise the consolidated and Company statements
of financial position as at 31 December 2010, and the 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.

DIRECTORS” RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as
a body, in accordance with section 90 of the Bermuda Companies Act
1981 and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.
Except for the inability to obtain sufficient appropriate audit evidence as
explained below, we conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of Certified
Public Accountants. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement. Because of the matters as described in the
basis for disclaimer of opinion paragraphs, however, we were not able to
obtain sufficient appropriate audit evidence to provide a basis for an audit
opinion.
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BASIS FOR DISCLAIMER OF OPINION

1.

40

Prior year’s limitation of scope affecting corresponding
figures

The predecessor auditor qualified their audit opinion on the
consolidated financial statements in respect of the year ended 31
December 2009 on the basis that they were unable to express
their opinion as to whether the impairment of the interest in
an associate of approximately HK$19,960,000 and the share of
losses of associates of approximately HK$623,000 for the year
ended 31 December 2009 were fairly stated.

There were no other satisfactory audit procedures that we could
adopt to satisfy ourselves as to the matters set out in the above
paragraph. Any adjustments to the above figures might affect
the Group's results, cash flows and the related disclosures in the
notes to the financial statements for the year ended 31 December
2009.

Limitation of scope - consolidation adjustments brought
forward from prior year

Included in opening consolidation adjustments as at 1 January
2010 and closing consolidation adjustments as at 31 December
2010 are entries with the following financial effects:

In relation to property, plant and equipment:
- increase in cost of property, plant and equipment by

approximately HK$13,791,000 as at 1 January 2010 and
31 December 2010; and

- increase in accumulated depreciation of property, plant
and equipment by approximately HK$20,434,000 as at 1
January 2010 and 31 December 2010.

In relation to prepayments, deposits and other receivables:
- decrease in the carrying amount of prepayments, deposits

and other receivables as at 1 January 2010 and 31
December 2010 by approximately HK$1,407,000.
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We were unable to obtain sufficient appropriate audit evidence
relating to these consolidation adjustments and there were
no other satisfactory audit procedures that we could adopt to
satisfy ourselves whether the property, plant and equipment
and prepayments, deposits and other receivables included in the
consolidated statements of financial position as at 31 December
2010 and 2009 were fairly stated. Any adjustments to the
above figures might have a significant consequential effect on
the results and the related disclosures in notes to the financial
statements for the years ended 31 December 2010 and 2009 and
net assets as at 31 December 2010 and 2009.

Limitation of scope - other payables

Included in accruals and other payables in the consolidated
statement of financial position as at 31 December 2010 are the
following balances:

(i) certain payable balances with aggregate amount of
approximately HK$58,856,000; and

(ii) a net amount of payables of approximately HK$31,505,000
which represents the net unreconciled intra-Group
amounts on consolidation.

We were unable to obtain sufficient appropriate audit evidence
relating to these payables and there were no other satisfactory
audit procedures that we could adopt to satisfy ourselves
whether these payables included in the consolidated statement
of financial position as at 31 December 2010 were fairly stated.
Any adjustments to the above figures might have a significant
consequential effect on the results for the year ended 31
December 2010 and net assets as at 31 December 2010.

Limitation of scope - gain on disposal of associates

Assets classified as held for sale with carrying amount of
approximately HK$99,488,000 included in the consolidated
statement of financial position as at 31 December 2009
represented the Group's 45% equity interest in a then associate,
SYSCAN Manufacturing Limited, and its subsidiary (collectively
referred to as “SML Group”). The Group's 45% equity interest in
SML Group was disposed of during the year ended 31 December
2010 and the details of this transaction were disclosed in the
Company's circular dated 8 February 2010. Gain on disposal
of associates of approximately HK$1,414,000 included in the
consolidated profit or loss for the year ended 31 December 2010
was based on the net assets value of SML Group attributable
to the Group as at the date of disposal of approximately
HK$99,488,000. The above-mentioned net assets value was
calculated based on the management accounts of SML Group as
at the date of disposal.
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As the Group was unable to access the books and records
subsequent to the disposal of SML Group, we were unable to
obtain sufficient appropriate audit evidence relating to the financial
information of SML Group and there were no other satisfactory
audit procedures that we could adopt to satisfy ourselves
whether assets classified as held for sale of approximately
HK$99,488,000 as at 31 December 2009, the net assets value
of SML Group attributable to the Group as at the date of disposal
of approximately HK$99,488,000, the Group's share of SML
Group's profit or loss of HK$Nil for the period up to the date of
disposal and gain on disposal of associates of approximately
HK$1,414,000 for the year ended 31 December 2010 were
fairly stated. Any adjustments to the above figures might have a
significant consequential effect on the results for the years ended
31 December 2010 and 2009 and net assets as at 31 December
2010 and 2009.

Limitation on scope - losses on disposals of subsidiaries

There were two subsidiaries of the Company, JF&YITFERE
BEREARAT (formerly known as FYIHHW SIS RABRA
7)) and FYITERE E T2 E IR AR A 7] disposed of during the
year ended 31 December 2010. The above-mentioned disposals
resulted in losses on disposals of subsidiaries amounted to
approximately HK$14,031,000. The aforesaid losses on disposals
of subsidiaries were calculated based on the management
accounts of the two disposed subsidiaries as at the respective

dates of disposals.

As the Group was unable to access the books and records of the
two then subsidiaries subsequent to their disposals, we were
unable to obtain sufficient appropriate audit evidence relating to
the financial information of these disposed subsidiaries and there
were no other satisfactory audit procedures that we could adopt
to satisfy ourselves whether the related equity attributable to
these two subsidiaries was properly eliminated upon disposals
and the losses on disposals of subsidiaries of approximately
HK$14,031,000 for the year ended 31 December 2010 was
fairly stated. Any adjustments to the above figure might have
a significant consequential effect on the results, movements
in equity and the related disclosures in the notes to financial
statements for the year ended 31 December 2010.
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Limitation on scope - loss on deemed disposal of a subsidiary

On 10 September 2010, RITHWRESEHREEERR A
A transferred an intangible asset of RMB70,000,000 to the
Company’s wholly owned subsidiary, 8270 B BRI AR AT
("GYB"), as capital contribution. The above-mentioned transfer
led to the reduction of the Group's interest in GYB from 100% to
30% and GYB became an associate of the Group with carrying
amount of approximately HK$29,906,000. Pursuant to the above,
a loss on deemed disposal of a subsidiary of approximately
HK$3,939,000 was recognised in the consolidated profit or loss
for the year ended 31 December 2010.

We were unable to obtain sufficient appropriate audit evidence
relating to the financial information of GYB and there were no
other satisfactory audit procedures that we could adopt to satisfy
ourselves whether any impairment for the Group's interest in
GYB of approximately HK$24,470,000 included in investments
in associates in the consolidated statement of financial position
as at 31 December 2010 should be made and the related equity
attributable to GYB was properly eliminated upon deemed
disposal, and whether the loss on deemed disposal of a
subsidiary of approximately HK$3,939,000 and the Group's share
of GYB's loss of approximately HK$5,436,000 for the year ended
31 December 2010 were fairly stated. Any adjustments to the
above figures might have a significant consequential effect on the
results, movements in equity and the related disclosures in notes
to the financial statements for the year ended 31 December 2010
and net assets as at 31 December 2010.

Disclosure of transactions
(i) Transactions with JfY|ir# s R B & AR A 5]

During the year ended 31 December 2010, the Group
entered into an agreement with &R RS RHL G &8
AR AF (“Domestic Company 1”), a former subsidiary,
to dispose of its 93% equity interest in a subsidiary,
FYTAERIEEZERER AR (formerly known as
YT B EHS 24t R A 7)), at a cash consideration of
approximately RMB186,000 (equivalent to HK$214,000)
to Domestic Company |.

6.
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(ii)

Domestic Company | also advanced loans of
RMB10,000,000 (equivalent to approximately
HK$11,838,000) to the Group during the years ended
31 December 2010 and 2009. Other loan included in
the borrowings as at 31 December 2010 as set out in
note 28 to the financial statements is an amount of
approximately HK$11,838,000 (2009: HK$3,399,000) due
to Domestic Company |. As at 31 December 2010, the
loan is secured by the pledge of 75% equity interests
in the Company's subsidiary, ;&I BEEH AR AT, in
favour of Domestic Company |. The loan bears interest
at 6.5% per annum and is repayable within one year.

On 10 September 2010, Domestic Company | transferred
an intangible asset of RMB70,000,000 to GYB as capital
contribution. The above-mentioned transfer led to the
reduction of the Group's interest in GYB from 100%
to 30% and GYB became an associate of the Group
with carrying amount of HK$29,906,000. Pursuant to
the above, a loss on deemed disposal of a subsidiary of
HK$3,939,000 was recognised in the consolidated profit
or loss for the year ended 31 December 2010.

According to a company search dated 23 February 2011,
as registered with &I LEITHEIE M, the executive
director of the Company, Mr. Cheung Wai, has been the
supervisor (E528) of Domestic Company | and a director
of the Company's major operating subsidiary, Ms. Liu
Huinian, has been a director of Domestic Company | since
its establishment.

Transaction with i ZB B BRI 7]

Amount due to non-controlling shareholder of a subsidiary
of approximately HK$37,659,000 (2009: HK$319,000) in
the consolidated statement of financial position as at 31
December 2010 represents the amount due to FEW
REHE AR AT (“Domestic Company 11”). The amount
due is unsecured, interest-free and repayable on demand.
During the year ended 31 December 2010, Domestic
Company Il injected a parcel of land to a subsidiary as
capital contribution.

According to a company search dated 16 February 2011,
as registered with RET LETHEERRAHD B,
Domestic Company Il has been a subsidiary of Domestic
Company | since 30 October 2009.

SYSCAN Technology Holdings Limited Annual Report 2010

(ii)

BARBITREE-_ZE—ZF
rFZEZAF+_A=+—H
HtFEER BEEBERNGERA
E # 10,000,000 7T ( 4 48 & A
11,838,000 7 7T ) ° 40 BF 1% ¥R
KM E28FTHE HE-ZT—ZF
+-A=+—8 BEEEZRZ
HMERAERNBERARIZHIEA
#911,838,0008 L (ZEZENF -
3,399,000 L) - HE—ZT—ZF
+=—RA=+—8 ' Exh BAQT
M B A REIE BB B R A A
2 75% BRI (R AL
BARRINEER - EFUAFERIR
6.5/BETE - AN —FREE -

R-ZZE—ZFTFAA+H BEHR
AAIAGYBEZEAH AR
70,000,000 c 2 EF B EERE
& o biisEgEEy E£ENGYB
ZHEZRM100%HEZE30% © GYB
Alpks BE£BZEEDNGE - BRE
{E#729,906,000/8 7T  BiE X Fr
o \IEHE B ARZER
493,939,000 TEREHE —T—
EF+ A=+ HUIEFEZESE
BERERIER

BRIERIT IEITHRERBFTES
AffAE—ZT——F_A_-_+=HZ
AEIEM X BARZMITESR
BREAEBEANRNGIZES  MA
RAFEEENBARESIEF
Z+BEBERATIRIIAR—H A
HE=x-

B EW IR BIR A FZ RS

HE-_Z2—ZF+-A=+—
B REEEUBERREZEMN—
1 BT B8 2~ B — & FE P IR AR R 3R 1B
#937,659,0008 L (ZEE N4 -
319,000 7T ) 5 FE (- BV BY Rt
FERAR(TERAFI]) 2%
1 o RAEAEERR - 2B RAR
TREE -BEZZ—ZTF+=-A
=t+—HIEFE BAAFINLE
HEE—fMB AR -

RBREDT TRHTHER BRI
DREMEBELEHA-T——F_H
TRBZAREM - BARFIIE
BARARIR-_FEZAFTHA=1
HECZAR—E REME AR



Independent Auditor’s Report
BN 2B E S

(ifi) Transactions with &I BRI = BT A R &)

During the year ended 31 December 2010, the Group
entered into an agreement with J&YITBREMBE
BRMBRAT (“Domestic Company II1”), a former
associate, to dispose of its 55.6% equity interest in a then
subsidiary, &Y BRE B TI2ESIB AR A F], at a cash
consideration of RMB1 (approximately HK$1) to Domestic
Company I

Included in accruals and other payables in the consolidated
statement of financial position as at 31 December 2010
is an amount of approximately HK$1,906,000 due to
Domestic Company Ill. The amount due is unsecured,
interest-free and repayable on demand.

According to a company search dated 12 February 2011, as
registered with J&JI|T T/ TEE IR, a director of the
Company's major operating subsidiary, Ms Liu Huinian,
has been a director of Domestic Company Il since 7
September 2007.

The board of directors declared that Domestic Company |,
Domestic Company Il and Domestic Company Il (collectively
referred to as “Domestic Companies”) are not related companies.
In the absence of any other valid evidence, we are unable to assess
the appropriateness of the classification of Domestic Companies
as unrelated parties in accordance with Hong Kong Accounting
Standard 24 “Related Party Disclosures” ("HKAS 24").
Should Domestic Companies be classified as related parties in
accordance to HKAS 24, the transactions between the Group and
Domestic Companies for the years ended 31 December 2010 and
2009 and the outstanding balances with Domestic Companies
as at 31 December 2010 and 2009 mentioned above should be
disclosed in the financial statements.

DISCLAIMER OF OPINION

Because of the significance of the matters as described in the basis
for disclaimer of opinion paragraphs, we have not been able to obtain
sufficient appropriate audit evidence to provide a basis for an audit
opinion. Accordingly, we do not express an opinion on the consolidated
financial statements. In all other respects, in our opinion, the consolidated
financial statements have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

28 March 2011
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For the year ended 31 December 2010
BE-—F—THE A=t —AUEE

2010 2009
—E-EF —ETNF
Note HK$'000 HK$'000
Htat FERT FAT
Turnover =2 6 85,711 65,155
Cost of goods sold SHE KA (71,164) (54,461)
Gross profit EF 14,547 10,694
Other income H g A 7 12,108 10,331
Selling expenses HERY (8,866) (7,499)
Administrative expenses G (26,984) (36,516)
Research and development expenses 75 & BB Ak AN (11,327) (10,868)
Other operating expenses Hib M (17,092) (762)
Equity-settled share-based payment IR E I ST SR (4,576) (8,364)
Loss from operations EKEE (42,190) (42,984)
Finance costs BhE KA 8 (617) (146)
Share of losses of associates DEEE A R ETE (5,495) (623)
Impairment loss on interest in an associate  —EIEk& A TS RIEEE - (19,960)
Impairment loss on other receivables EAb WG 2 REEE (85,164) =
Gain on disposal of associates HE— 2R AW 1,414 -
(Loss)/gain on disposals of subsidiaries HEWB AR (EE), Mt (14,031) 502
(Loss)/gain on deemed disposal of BIELHE—HKEB AR
a subsidiary Z(E18), s (3,939) 195
Loss before tax RRBiATES 18 (150,022) (63,016)
Income tax expense FriSfim X 9 (1) =
Loss for the year REEFE 10 (150,023) (63,016)
Other comprehensive income for the year, EREM2EUA - HIKRFIE
net of tax
Exchange differences on translating foreign Q&GN 8£75 2 & H 2= %8
operations 3,471 1,435
Exchange differences reclassified to income HEMEB AR EHFES
statement on disposals of subsidiaries Wan g o [ 5 =50 (326) =
Exchange differences reclassified to income  B{EH & — R E A Bl&
statement on deemed disposal of BENREENERZER Z5
a subsidiary (714) =
Other comprehensive income for the year, ~ FREMEEUA » FKREEE
net of tax 2,431 1,435
Total comprehensive income for the year FRZEWAEEE (147,592) (61,581)
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For the year ended 31 December 2010
BFr —FE—FF A H=+—HIFE

2010 2009
—E-TF —EENF
Note HK$'000 HK$'000
Kz FET FAT
Loss for the year attributable to: FRUT ALEGES :
Owners of the Company PAN/NGE 2SN (148,983) (62,666)
Non-controlling interests B g £ (1,040) (350)
(150,023) (63,016)
Total comprehensive income for the year SR LT A TG
attributable to: ZHEIKAEEE :
Owners of the Company ANARER A (146,552) (61,231)
Non-controlling interests e (1,040) (350)
(147,592) (61,581)
LOSS PER SHARE BREE 14
Basic HR HK(6.32) cents HK(3.05) cents
Diluted e N/A N/A
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As 31 December 2010
R-F—FF+-A=+—H

2010 2009
—ZF —EThEF
Note HK$'000 HK$'000
iz FExT FAT
Non-current assets FRBEE
Property, plant and equipment ME - BB R RE 15 10,384 10,857
Prepaid land lease payments BN LA EFIE 16 45,631 -
Construction in progress EETTE 17 57,160 3,536
Intangible assets B AE 18 = =
Investments in associates REFE R R ZITRE 20 24,555 495
Deposit paid Bffize 21 - 226
137,730 15,114
Current assets RENEE
Inventories FE 22 24,083 3,217
Trade receivables FEUWER R 23 10,887 7,830
Prepayments, deposits and other receivables F8{f778 Tﬁ%&ﬁ{mﬁg%%ﬁ 13,855 9,514
Due from an associate FEUT — 1B 2N B I8 20 599 -
Pledged bank deposits EEAIRITIER 24 27,066 -
Bank and cash balances RIT RIS KRR 24 82,030 37,754
158,520 58,315
Assets classified as held for sale DEERBENECEE 25 = 99,488
158,520 157,803
Current liabilities REEE
Trade payables FEFBRIX 26 12,580 8,154
Accruals and other payables FEET K E A FE R FRIE 113,718 56,073
Due to an associate JEfT—FEE A T?}(IE\ 20 = 20,761
Due to a non-controlling shareholder of B —REEA
a subsidiary — e Hxﬂximlﬁ 27 37,659 319
Borrowings (=R 28 38,444 3,399
202,401 88,706
Net current (liabilities)/assets FRE(AE) BEFE (43,881) 69,097
NET ASSETS EERE 93,849 84,211
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As 31 December 2010
R-F—FF+-A=1—H

2010 2009
—E—ZF —EThEF
Note HK$'000 HK$'000
HaE FHET FET
Capital and reserves EAXRRAE
Share capital R AR 30 26,409 20,769
Reserves ] 24,428 61,381
Equity attributable to owners of the Company ZNA &G A E(G i 50,837 82,150
Non-controlling interests FEYER 43,012 2,061
TOTAL EQUITY A% 93,849 84,211
Approved by the Board of Directors on 28 March 2011 R-TE——&F=F -+ \HEE=eiE
GUAN GUI SEN CHEUNG WAI
BaE& R{E
Director Director
=3 EE
—T-TE5R penEeRaRan 49
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As 31 December 2010
R-F—FF+-A=+—H

2010 2009
—E-ZF —ETNF
Note HK$'000 HK$'000
iz FExT FAT
Non-current assets FRBEE
Investment in a subsidiary R—HENBARZIEE 19 - 74,698
Due from subsidiaries FEURFT B A RIZIE 8 = 30,486
- 105,184
Current assets RENEE
Prepayments, deposits and other receivables T3 « &4 & E R 529 718
Bank and cash balances RITRIR AR 46,254 16,818
46,783 17,536
Current liabilities mEBE
Accruals and other payables FEST R EAh e R IE 562 38,509
Net current assets/(liabilities) REBEE(AR)FEHE 46,221 (20,973)
NET ASSETS BEERE 46,221 84,211
Capital and reserves ERR#E
Share capital A& 30 26,409 20,769
Reserves & 31 19,812 63,442
TOTAL EQUITY TERBEE 46,221 84,211
Approved by the Board of Directors on 28 March 2011 R-B——F=A-—t+N\BEESSiE
GUAN GUI SEN CHEUNG WAI
BER w2
Director Director
EFE 2
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Consolidated Statement of Changes in Equity
FARREEE

For the year ended 31 December 2010
BFr —FE—FF A H=+—HIFE

Attributable to owners of the Company

LG 2PN
Share Statutory Share Accu- Non-
Share  premium Capital  reserves  Exchange option  mulated controlling Total
capital  account  reserves fund reserve reserve losses Total interests equity
he REEEER EARG iEREE  EXRE BRERE ZHEE By FRREE REEE
HK$'000  HK$000  HK$'000  HK$'000  HK$'000  HK$000  HK$000  HK$'000  HK$'000  HK$'000
TAL TAIL TAIL Tin TAL b7 TAL TAIL AL A
At 1 January 2009 R=ZEnE-A-A 20473 6,141 191,973 439 811 - (86,597) 133,240 - 133,240
Total comprehensive income A2 EMALLE
for the year - - - - 1,435 = (62,666)  (61,231) (3800  (61,581)
Share-based payments D - - - - - 8,364 - 8,364 - 8,364
Exercise of share options TiEmRE 29 2,89 - - - (1.412) - 1777 - 1777
Capital contributions froma non-  —EF AR Z—%
controling shareholder of a FEERRRTE
subsidiary - - - - - - - - 2,606 2,606
Deemed disposal of a subsidiary  {EHE—EHBA) - - - - - - - - (195) (195)
At 31 December 2009 RZZEN
#+-A=1-H 20,769 9,034 191,973 439 2,246 692 (149,263 82,150 2,061 84,211
At 1 January 2010 W-2-5£-A-H 20,769 9,034 191,973 439 2,246 692  (149,263) 82,150 2,061 84,211
Total comprehensive income  FRZEANAEE
for the year = = = = 34N - (150,023) (146,552 (1,040) (147,59
Share issued from placing REZEETRA
(note 30) (Ft£30) 4,090 63,39 - - - - - 67,485 - 67,485
Share-based payments MRS AZE _ _ _ _ - 4576 _ 4576 _ 4576
Exercise of share options e GERD)
(note 30) 1,550 18218 - = = (8,169) - 11,599 - 11,599
Release uponlapse of share ~ REBRRIE XM #L
options = = = - - (201) 201 - - -
Disposals of subsidiaries HERBAR - - 692 - (326) - 14,774 15,140 = 15,140
Capital contributions fromanon-  —IMBARZ—%
controlling shareholder of a FHRRREE
subsidiary - - - - - - - - 44,456 44,456
Deemed disposal of a subsidiary B {EHE—TEHBAA - - - - (714) - 17,163 16439 (2465) 13,974
At 31 December 2010 RZZ-%
+-A=1+-H 26,409 90,647 192,665 439 4671 3158 (267,158) 50,837 43,012 93,849
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Consolidated Statement of Cash Flows

nﬂ'\/\fﬁi/llbiﬂﬁ%

For the year ended 31 December 2010
BE-—F—THE A=t —AUEE

2010 2009
—E-ZF —ETNF
Note HK$°000 HK$'000
Kzt FExT T
CASH FLOWS FROM OPERATING KETHESRE
ACTIVITIES
Loss before tax BRAAIEE (150,022) (63,016)
Adjustments for: AT HIEFAE :
Amortisation of prepaid land lease payments  #45TE N + A EZIE 946 -
Finance costs EE?E)Z$ 617 146
Share of losses of associates AR aY:: kNI ) k= 5,495 623
Interest income FEHA (44) (1)
Gain on disposal of property, plant and HEME - BE LEE2 K
equipment (125) (5,550)
Write off of property, plant and equipment ¥ - &= & & - 1,270
Impairment loss on interest in an associate ~ —EEF& A R 2 R EEE = 19,960
Gain on disposal of an associate & — M E ARz W (1,414) -
Impairment loss on other receivable E At RN IR R E 518 85,164
Loss/(gain) on disposals of subsidiaries HEKBA R Z &R, (W) 14,031 (502)
Loss/(gain) on deemed disposal of SIEHE—RHBARZ
a subsidiary &8, (Has) 3,939 (195)
Reversal of impairment loss on other R B H th FEUGR 2 BB 518
receivables (2,885) -
Reversal of write-down of inventories to net £ [E#F1F S % A &I F(E
realisable value - (1,988)
Reversal of impairment loss on trade ol fE W AR SN 2 R BB 18
receivables - (1,396)
Derecognitions of financial liabilities R LEREEAE (8,443) -
Equity-settled share-based payments R E AR D TS /IR 4,576 8,364
Depreciation e 2,906 4,643
Operating loss before working capital changes &8 & & B i 2 & & E5 18 (45,259) (37,682)
(Increase)/decrease in inventories FEOEEM), B (21,019) 1,844
Increase in trade receivables FEURBRFRIE N (3,132) (3,073)
Increase in prepayments, deposits and TERRIE - &
other receivables N E MO FE TR BN (114,771) (548)
Decrease in financial assets at fair value WA EFAEZE
through profit or loss T EER = 1,139
Increase in trade payables JE{STBR ZRIE h0 4,461 2,033
Increase in other payables and accruals Hfib e~ BRFk K FE IR B PR AN 113,279 3,137
Cash flows used in operations AR SRE (66,441) (33,150)
Interest received BHFIE 7 41
Interest paid BAFE (617) (1406)
Net cash used in operating activities LEEBATREIR S FE (67,051) (33,255)
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Consolidated Statement of Cash Flows

S ATH A = £
mEREREHRK
For the year ended 31 December 2010
BE-T—TFE+=A=+—AIFE

2010 2009
—E-ZF —ETNF
Note HK$°000 HK$'000
Kzt FExT FAT
CASH FLOWS FROM INVESTING RETHRESRE
ACTIVITIES
Purchases of property, plant and equipment BEAYI% - BE R E (7,188) (4,430)
Proceeds from disposal of property, plant and H&E¥E - ME M &GS ZIE
equipment = 7,071
Additions to construction in progress INEERTIRE (53,505) (2,470)
Advance from a purchaser RE—ZEHZER - 34,053
Deposit for investment in an associate KE—FBE AR ZIER - (226)
Investment in associates REE N A 218 E = (567)
Increase in pledged bank deposits BRI TS 3E N (27,066)
Advance from associates iRl EL B 410 1,663
Repayment to an associate BT —HEE AR (24,400) -
Deemed disposal of a subsidiary, net of cash R{EHE —REIMTB AT
disposal of BRI ERE (480) =
Proceeds from disposal of an associate HE— g AR 2 TSR 68,574 =
Proceeds from disposal of subsidiaries HEKB AR ZFrERIE 33 168 (39)
Net cash flows (used in)/generated from K& EE(FTA),
investing activities FiRIREme #5 (43,487) 35,055
CASH FLOWS FROM FINANCING BEETHHESRE
ACTIVITIES
Increase in other loans H A E RN 8,439 =
Proceeds from exercise of share options TR EFT1S SIA 11,645 -
Proceeds from placement RELZHEZ TS 70E 67,485 1,777
New bank loans raised FERITER 26,606 =
Advance from a non-controlling shareholder — FEJZRR % S A2k 37,47 =
Capital contributions from DERRREER
a non-controlling shareholder - 2,606
Net cash flows generated from BEREFTEReREFRE
financing activities 151,646 4,383
NET INCREASE IN CASH AND CASH RERBSEEYILINFEE
EQUIVALENTS 41,108 6,183
Effect of foreign exchange rate changes, net [& & &) 2/ 25 R 5F 3,168 1,341
CASH AND CASH EQUIVALENTS AT 1 R—A—BzEERREEEY
JANUARY 37,754 30,230
CASH AND CASH EQUIVALENTS AT 31 RTZA=+—H=ZRE
DECEMBER RESEEY 82,030 37,754
ANALYSIS OF THE CASH AND CASH RERBESZEY DI
EQUIVALENTS
Bank and cash balances RITRIR AR 82,030 37,754
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GENERAL INFORMATION

The Company was incorporated in Bermuda with limited liability.
The address of its registered office is Canon’s Court, 22 Victoria
Street, Hamilton HM 12, Bermuda and its principal place of
business is Unit C, 21st Floor, Seabright Plaza, 9-23 Shell Street,
North Point, Hong Kong.

The Company's shares are listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited.

The Company is an investment holding company. The principal
activities of its subsidiaries are engaged in the design, research,
development, manufacture and distribution of optical image
capturing devices, chips and other optoelectronic products.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs")
issued by the Hong Kong Institute of Certified Public Accountants
that are relevant to its operations and effective for its accounting
year beginning on 1 January 2010. HKFRSs comprise Hong Kong
Financial Reporting Standards; Hong Kong Accounting Standards;
and Interpretations. The adoption of these new and revised
HKFRSs did not result in significant changes to the Group's
accounting policies and amounts reported for the current year and
prior years.

The Group has not applied the new HKFRSs that have been issued
but are not yet effective. The Group has already commenced an
assessment of the impact of these new HKFRSs but is not yet
in a position to state whether these new HKFRSs would have a
material impact on its results of operations and financial position.

SYSCAN Technology Holdings Limited Annual Report 2010
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Notes to Financial Statements
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For the year ended 31 December 2010

HE—

FFE{ A= —AUEE

SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance
with HKFRSs, accounting principles generally accepted in Hong
Kong and the applicable disclosures required by the Rules
Governing the Listing of Securities on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited and by the
Hong Kong Companies Ordinance.

These financial statements have been prepared under the
historical cost convention.

The preparation of financial statements in conformity with
HKFRSs requires the use of certain key assumptions and
estimates. It also requires the directors to exercise its judgements
in the process of applying the accounting policies. The areas
involving critical judgements and areas where assumptions
and estimates are significant to these financial statements are
disclosed in note 4 to the financial statements.

The significant accounting policies applied in the preparation of
these financial statements are set out below.

(a) Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made
up to 31 December. Subsidiaries are entities over which
the Group has control. Control is the power to govern the
financial and operating policies of an entity so as to obtain
benefits from its activities. The existence and effect of
potential voting rights that are currently exercisable or
convertible are considered when assessing whether the
Group has control.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are de-
consolidated from the date the control ceases.

The gain or loss on the disposal of a subsidiary that results
in a loss of control represents the difference between (i)
the fair value of the consideration of the sale plus the fair
value of any investment retained in that subsidiary and (i)
the Company’s share of the net assets of that subsidiary
plus any remaining goodwill relating to that subsidiary and
any related accumulated exchange reserve.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

(a)

Consolidation (Cont’d)

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of subsidiaries have
been changed where necessary to ensure consistency
with the policies adopted by the Group.

Non-controlling interests represent the equity in
subsidiaries not attributable, directly or indirectly, to
the Company. Non-controlling interests are presented
in the consolidated statement of financial position and
consolidated statement of changes in equity within equity.
Non-controlling interests are presented in the consolidated
statement of comprehensive income as an allocation of
profit or loss and total comprehensive income for the year
between the non-controlling shareholders and owners of
the Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and
to the non-controlling shareholders even if this results in
the non-controlling interests having a deficit balance.

Changes in the Company’s ownership interest in a
subsidiary that do not result in a loss of control are
accounted for as equity transactions (i.e. transactions with
owners in their capacity as owners). The carrying amounts
of the controlling and non-controlling interests are
adjusted to reflect the changes in their relative interests
in the subsidiary. Any difference between the amount
by which the non-controlling interests are adjusted and
the fair value of the consideration paid or received is
recognised directly in equity and attributed to the owners
of the Company.

In the Company's statement of financial position
the investments in subsidiaries are stated at cost
less allowance for impairment losses. The results of
subsidiaries are accounted for by the Company on the
basis of dividends received and receivable.

SYSCAN Technology Holdings Limited Annual Report 2010

S

EDN

(a)

2ETBER ()
HAEE ()
EEANATBIRS - BBRRFE

BENG T IAGH - BRIER B IR
BEBNIEREENRMNE &
AREBR BRI T IALE - (HEBA
Al ST BRERFEHE - g
R AAKERAZ HBUR °

IR R IR FE AR B B ]
EEIEZMBARER - JFERE
BREEPBRRREGEERE
BRZEmAZT - JFERERERN
FAEEWEREN /AR FIE
BB R BB ARG S N B R &
FAZEBRABR O

BESOHCHER R LR BAL S
& Et2mEBAZE D 2 BaEE
SEARREIHE AR IHERRR -

RARR TS BIRR LIRS 2 Mt
BRARZHEEREERZEH T AK
B S (BIABAEAG D EREEA
ETZRS) - RSN IFER
HEan 2 BREEC AR © URIRE
KB AR 2 BRI R RS - IFE
PetEss 2 HESEED MHE WA
Bz A FEMERZ ERERERE

RIEFER - WHARREEASD
16 °

RARBZ B BHIRIERA - HHT R
DR ZRERRAHIRR BB 1R
IR - INB AR ZEERAAR
ORISR S 2 EEARR -



Notes to Financial Statements

B 75 R R B o

For the year ended 31 December 2010
BE-—F—THE A= —AUEE

3. SIGNIFICANT ACCOUNTING POLICIES (contd) 3. BAEHHE )
(b) Associates (b) B A S

Associates are entities over which the Group has
significant influence. Significant influence is the power
to participate in the financial and operating policies of an
entity but is not control or joint control over those policies.
The existence and effect of potential voting rights that are
currently exercisable or convertible are considered when
assessing whether the Group has significant influence.

Investment in an associate is accounted for in the
consolidated financial statements by the equity method
and is initially recognised at cost. Identifiable assets and
liabilities of the associate in an acquisition are measured
at their fair values at the acquisition date. The excess
of the cost of acquisition over the Group's share of the
net fair value of the associate’s identifiable assets and
liabilities is recorded as goodwill. The goodwill is included
in the carrying amount of the investment and is tested for
impairment together with the investment at the end of
each reporting period when there is objective evidence
that the investment is impaired. Any excess of the
Group's share of the net fair value of the identifiable assets
and liabilities over the cost of acquisition is recognised in
consolidated profit or loss.

The Group’s share of an associate’s post-acquisition
profits or losses is recognised in consolidated profit or
loss, and its share of the post-acquisition movements in
reserves is recognised in the consolidated reserves. The
cumulative post-acquisition movements are adjusted
against the carrying amount of the investment. When the
Group’s share of losses in an associate equals or exceeds
its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses,
unless it has incurred obligations or made payments on
behalf of the associate. If the associate subsequently
reports profits, the Group resumes recognising its share
of those profits only after its share of the profits equals
the share of losses not recognised.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

(b)

(c)

Associates (Cont’d)

The gain or loss on the disposal of an associate that
results in a loss of significant influence represents the
difference between (i) the fair value of the consideration
of the sale plus the fair value of any investment retained
in that associate and (i) the Group’s share of the net assets
of that associate plus any remaining goodwill relating to
that associate and any related exchange reserve.

Unrealised profits on transactions between the Group and
its associates are eliminated to the extent of the Group’'s
interests in the associates. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies
of associates have been changed where necessary to
ensure consistency with the policies adopted by the
Group.

Foreign currency translation

(i) Functional and presentation currency
[tems included in the financial statements of each
of the Group's entities are measured using the
currency of the primary economic environment
in which the entity operates (the “functional
currency”). The consolidated financial statements
are presented in Hong Kong dollars, which is the
Company's functional and presentation currency.

(ir) Transactions and balances in each entity’s financial
statements
Transactions in foreign currencies are translated
into the functional currency on initial recognition
using the exchange rates prevailing on the
transaction dates. Monetary assets and liabilities in
foreign currencies are translated at the exchange
rates at the end of each reporting period. Gains
and losses resulting from this translation policy are
recognised in profit or loss.

Non-monetary items that are measured at fair
values in foreign currencies are translated using
the exchange rates at the dates when the fair
values are determined.
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3.  SIGNIFICANT ACCOUNTING POLICIES (conta)

(c) Foreign currency translation (Cont’d)

(ir)

(i)

Transactions and balances in each entity’s financial
statements (Cont'd)

When a gain or loss on a non-monetary item
is recognised in other comprehensive income,
any exchange component of that gain or loss
is recognised in other comprehensive income.
When a gain or loss on a non-monetary item
is recognised in profit or loss, any exchange
component of that gain or loss is recognised in
profit or loss.

Translation on consolidation

The results and financial position of all the Group
entities that have a functional currency different
from the Company's presentation currency are
translated into the Company's presentation
currency as follows:

- Assets and liabilities for each statement of
financial position presented are translated
at the closing rate at the date of that
statement of financial position;

- Income and expenses for each statement
of comprehensive income are translated
at average exchange rates (unless this
average is not a reasonable approximation
of the cumulative effect of the rates
prevailing on the transaction dates, in
which case income and expenses are
translated at the exchange rates on the
transaction dates); and

- All resulting exchange differences are
recognised in the exchange reserve.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

(c)

(d)

Foreign currency translation (Cont’d)

(iff) Translation on consolidation (Cont’d)
On consolidation, exchange differences arising
from the translation of the net investment in
foreign entities and of borrowings are recognised
in the exchange reserve. When a foreign operation
is sold, such exchange differences are recognised
in combined profit or loss as part of the gain or
loss on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate.

Property, plant and equipment
Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses.

Subsequent costs are included in the asset's carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. All other repairs
and maintenance are expensed in profit or loss during the
period in which they are incurred.

Depreciation of property, plant and equipment is
calculated at rates sufficient to write off their cost less
their residual values over the estimated useful lives on a
straight-line basis. The principal useful lives and annual
rates are as follows:

Over the shorter of the
unexpired term of lease

Leasehold land and
buildings
and estimated useful
lives, being no more than
50 years after the date of
completion
Leasehold improvements 5%
Furniture and office 20% — 33%
equipment
Machinery and equipment
Motor vehicles

10% —20%
20%
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SIGNIFICANT ACCOUNTING POLICIES (contd)

(d)

(e)

(f)

(g)

Property, plant and equipment (Cont’d)

The residual values, useful lives and depreciation method
are reviewed and adjusted, if appropriate, at each
reporting period.

Construction in progress represents buildings under
construction and plant and machinery pending installation,
and is stated at cost less impairment losses. Depreciation
begins when the relevant assets are available for use.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant asset,
and is recognised in profit or loss.

Leases

Leases that do not substantially transfer to the Group
all the risks and rewards of ownership of assets are
accounted for as operating leases. Lease payments (net
of any incentives received from the lessor) are recognised
as an expense on a straight-line basis over the lease term.

Research and development expenditure
Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

Non-current assets held for sale

Non-current assets or disposal group are classified as
held for sale if their carrying amount will be recovered
principally through a sale transaction rather than through
continuing use. This condition is regarded as met only
when the sale is highly probable and the assets or
disposal group are available for immediate sale in their
present condition. The Group must be committed to the
sale, which should be expected to qualify for recognition
as a completed sale within one year from the date of
classification.

Non-current assets or disposal group classified as held for
sale are measured at the lower of the assets’ or disposal
group'’s previous carrying amount and fair value less costs
to sell.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

(h)

(i)

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average basis. The cost of finished goods and work in
progress comprises raw materials, direct labour and
an appropriate proportion of all production overhead
expenditure, and where appropriate, subcontracting
charges. Net realisable value is the estimated selling price
in the ordinary course of business, less the estimated
costs of completion and the estimated costs necessary to
make the sale.

Recognition and derecognition of financial
instruments
Financial assets and financial liabilities are recognised
in the statement of financial position when the Group
becomes a party to the contractual provisions of the
instruments.

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards of
ownership of the assets; or the Group neither transfers
nor retains substantially all the risks and rewards of
ownership of the assets but has not retained control on
the assets. On derecognition of a financial asset, the
difference between the asset's carrying amount and the
sum of the consideration received and the cumulative gain
or loss that had been recognised in other comprehensive
income 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 is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

(1)

(k)

Trade and other receivables

Trade and other receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market and are recognised initially
at fair value and subsequently measured at amortised
cost using the effective interest method, less allowance
for impairment. An allowance for impairment of trade
and other receivables is established when there is
objective evidence that the Group will not be able to
collect all amounts due according to the original terms of
receivables. The amount of the allowance is the difference
between the receivables’ carrying amount and the present
value of estimated future cash flows, discounted at the
effective interest rate computed at initial recognition. The
amount of the allowance is recognised in profit or loss.

Impairment losses are reversed in subsequent periods
and recognised in profit or loss when an increase in
the receivables’ recoverable amount can be related
objectively to an event occurring after the impairment
was recognised, subject to the restriction that the carrying
amount of the receivables at the date the impairment is
reversed shall not exceed what the amortised cost would
have been had the impairment not been recognised.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash
and cash equivalents represent cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term highly liquid investments
which are readily convertible into known amounts of cash
and subject to an insignificant risk of change in value.
Bank overdrafts which are repayable on demand and form
an integral part of the Group’s cash management are also
included as a component of cash and cash equivalents.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

n

(m)

(n)

(o)

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual
arrangements entered into and the definitions of a
financial liability and an equity instrument under HKFRSs.
An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. The accounting policies adopted for
specific financial liabilities and equity instruments are set
out in notes (M) to (o) below.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement
of the liability for at least 12 months after the reporting
period.

Trade and other payables

Trade and other payables are stated initially at their fair
value and subsequently measured at amortised cost
using the effective interest method unless the effect of
discounting would be immaterial, in which case they are
stated at cost.

Equity instruments
Equity instruments issued by the Group are recorded at
the proceeds received, net of direct issue costs.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

(p) Revenue recognition
Revenue is measured at the fair value of the consideration

received or receivable and is recognised when it is

probable that the economic benefits will flow to the Group

and the amount of revenue can be measured reliably.

(i

(ii)

Sales of goods

Revenues from the sales of manufactured goods
are recognised on the transfer of significant
risks and rewards of ownership, which generally
coincides with the time when the goods
are delivered and the title has passed to the
customers.

Interest income
Interest income is recognised on a time-proportion
basis using the effective interest method

(q) Employee benefits

(i

(ii)

(iir)

Employee leave entitlements

Employee entitlements to annual leave and long
service leave are recognised when they accrue to
employees. A provision is made for the estimated
liability for annual leave and long service leave as
a result of services rendered by employees up to
the end of the reporting period.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by
the Group and employees are calculated as a
percentage of employees basic salaries. The
retirement benefit scheme cost charged to profit
or loss represents contributions payable by the
Group to the funds.

Termination benefits

Termination benefits are recognised when and
only when, the Group demonstrably commits
itself to terminate employment or to provide
benefits as a result of voluntary redundancy by
having a detailed formal plan which is without
realistic possibility of withdrawal.
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3. SIGNIFICANT ACCOUNTING POLICIES (contd) 3. SETBER (#)
(r) Share-based payments (r) BB TR

66

(s)

(t)

The Group issues equity-settled share-based payments
to certain employees. Equity-settled share-based
payments are measured at fair value (excluding the
effect of non market-based vesting conditions) of the
equity instruments at the date of grant. The fair value
determined at the grant date of the equity-settled share-
based payments is expensed on a straight-line basis over
the vesting period, based on the Group’s estimate of
shares that will eventually vest and adjusted for the effect
of non market-based vesting conditions.

Borrowing costs

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
capitalised as part of 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.

To the extent that funds are borrowed generally and used
for the purpose of obtaining a qualifying asset, the amount
of borrowing costs eligible for capitalisation is determined
by applying a capitalisation rate to the expenditures on
that asset. The capitalisation rate is the weighted average
of the borrowing costs applicable to the borrowings of the
Group that are outstanding during the period, other than
borrowings made specifically for the purpose of obtaining
a qualifying asset.

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

Government grants

A government grant is recognised when there is
reasonable assurance that the Group will comply with
the conditions attaching to it and that the grant will be
received. Government grants relating to income are
deferred and recognised in the profit or loss over the
period necessary to match them with the costs they are
intended to compensate.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

(u)

Taxation
Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit recognised in profit
or loss because it excludes items of income or expense
that are taxable or deductible in other year and it further
excludes items that are never taxable or deductible. The
Group's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the 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
and deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available
against which deductible temporary differences, unused
tax losses or unused tax credits 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 arising on investments in
subsidiaries and associates, 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.

The carrying amount of deferred tax assets is reviewed
at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to
be recovered.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

(u)

(v)

Taxation (Cont’d)

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset is realised, based on tax rates that
have been enacted or substantively enacted by the end
of the reporting period. Deferred tax is recognised in
profit or loss, except when it relates to items recognised
in other comprehensive income or directly in equity, in
which case the deferred tax is also recognised in other
comprehensive income or directly in equity.

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority and
the Group intends to settle its current tax assets and
liabilities on a net basis.

Related parties
A party is related to the Group if:

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

(i) the party is an associate;
(iii) the party is a joint venture;

(iv) the party is a member of the key management
personnel of the Company or its parent;

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

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

(vii) the party is a post-employment benefit plan for
the benefit of employees of the Group, or of any
entity that is a related party of the Group.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

(w)

Impairment of assets

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible assets except inventories
and receivables 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 any impairment loss. Where it is not possible to estimate
the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the cash-generating
unit to which the asset belongs.

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.

If the recoverable amount of an asset or cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. An impairment loss
is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which
case the impairment loss is treated as a revaluation
decrease.

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 (net of amortisation or depreciation) had no
impairment loss been recognised for the asset or cash-
generating unit in prior year. A reversal of an impairment
loss is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which
case the reversal of the impairment loss is treated as a
revaluation increase.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

(x)

(y)

Provisions and contingent liabilities

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

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

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and
are reflected in the financial statements. Events after
the reporting period that are not adjusting events are
disclosed in the notes to the financial statements when
material.
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CRITICAL JUDGEMENTS AND KEY ESTIMATES
Key sources of estimation uncertainty

The key assumptions concerning the future, and other key
sources of estimation uncertainty at the end of 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, is discussed below.

(a)

(b)

(c)

Property, plant and equipment and depreciation

The Group determines the estimated useful lives and
related depreciation charges for the Group's property,
plant and equipment. This estimate is based on the
historical experience of the actual useful lives of property,
plant and equipment of similar nature and functions. The
Group will revise the depreciation charge where useful
lives are different to those previously estimated, or it
will write-off or write-down technically obsolete or non-
strategic assets that have been abandoned or sold.

Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and doubtful
debts based on assessments of the recoverability of
the trade and other receivables, including the current
creditworthiness and the past collection history of each
debtor. Impairments arise where events or changes in
circumstances indicate that the balances may not be
collectible. The identification of bad and doubtful debts
requires the use of judgement and estimates. Where the
actual result is different from the original estimate, such
difference will impact the carrying value of the trade and
other receivables and doubtful debt expenses in the year
in which such estimate has been changed.

Allowance for slow-moving inventories

Allowance for slow-moving inventories is made based
on the ageing and estimated net realisable value of
inventories. The assessment of the allowance amount
involves judgement and estimates. Where the actual
outcome in future is different from the original estimate,
such difference will impact the carrying value of
inventories and allowance charge/write-back in the period
in which such estimate has been changed.
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72

CRITICAL JUDGEMENTS AND KEY ESTIMATES
(Cont’d)
Key sources of estimation uncertainty (Cont’d)

()

Share-based payment expenses

The fair value of the share options granted to the directors
and employees determined at the date of grant of the
respective share options is expensed over the vesting
period, with a corresponding adjustment to the Group's
share-based payment reserve. In assessing the fair value
of the share options, the Black-Scholes option pricing
model (the “Black-Scholes Model”) was used. The
Black-Scholes Model is one of the generally accepted
methodologies used to calculate the fair value of the share
options. The Black-Scholes Model requires the input of
subjective assumptions, including the expected dividend
yield and expected life of options. Any changes in these
assumptions can significantly affect the estimate of the
fair value of the share options.

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks:
foreign currency risk, credit risk, liquidity risk and interest rate
risk. The Group's overall risk management programme focuses
on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group's financial performance.

(a)

Foreign currency risk

The Group has certain exposure to foreign currency risk as
most of its business transactions, assets and liabilities are
principally denominated in United States dollars (“US$")
and Renminbi (“RMB"). The Group currently does not
have a foreign currency hedging policy in respect of
foreign currency transactions, assets and liabilities. The
Group will monitor its foreign currency exposure closely
and will consider hedging significant foreign currency
exposure should the need arise.

At 31 December 2010, if the US$ had weakened 5%
(2009: 5%) against the RMB with all other variables held
constant, consolidated loss after tax for the year would
have been HK$458,000 higher (2009: HK$297,000 lower),
arising mainly as a result of the foreign exchange loss on
bank borrowings denominated in US dollar.
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5.

FINANCIAL RISK MANAGEMENT (conta)

(b)

Credit risk

The carrying amounts of cash and bank balances, trade
and other receivables and amount due from an associate
included in the statement of financial position represent
the Group's maximum exposure to credit risk in relation to
the Group's financial assets.

The credit risk on cash and bank balances is limited
because the counterparties are banks with high credit-
ratings assigned by international credit-rating agencies.

The Group's maximum exposure to credit risk in the event
that counterparties fail to perform their obligations at 31
December 2010 in relation to each class of recognised
financial assets is the carrying amounts of those assets
as stated in the consolidated statement of financial
position. The Group's credit risk is primarily attributable
to its trade receivables. The largest trade receivable
represents approximately 84.75% (2009: 88.44%) of
total trade receivables. In order to minimise credit risk,
the directors have delegated a team to be responsible
for the determination of credit limits, credit approvals and
other monitoring procedures. In addition, the directors
review the recoverable amount of each individual trade
debt regularly to ensure that adequate impairment losses
are recognised for irrecoverable debts. In this regard,
the directors consider that the Group’s credit risk is
significantly reduced.
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5.

74

FINANCIAL RISK MANAGEMENT (contd)
(c) Liquidity risk

The Group's policy is to regularly monitor current
and expected liquidity requirements to ensure that it
maintains sufficient reserves of cash to meet its liquidity

requirements in the short and longer term.

The maturity analysis of the Group's financial liabilities is as

follows:

5. BIKREMRERE#)
€ FBESER
ANEME Y B AT PR A R
HRBESER  WIREEE M
BHeEEAmEEERRARSHE
TR -

RNEE 2 B A EREIH B S0
™

Less than 1 year

DPR—F
HK$'000
T
At 31 December 2010 R-—ZE—=ZF+=-HA=+—H
Trade payables FERTERIK 12,580
Accruals and other payables FEET B A R E MR FE TR 107,146
Due to a non controlling shareholder of a subsidiary — fE{~t— &M B A & — & JEHE AR AR BR 708 37,659
Borrowings RN 39,708
At 31 December 2009 RZZETNF+=A=+—H
Trade payables FERTERIR 8,154
Accruals and other payables FEET B A R EL MR FE TR 56,073
Due to an associate FEST—FEEsE & A BIRIR 20,761
Due to a non controlling shareholder of a subsidiary &~ — I B A 7l — 2 3EE IR IR R 7118 319
Borrowings = 3,528
(d) Interest rate risk (d)  FI=E

The Group’s exposure to interest-rate risk arises from its
bank deposits and bank borrowings. These deposits and
borrowings bear interests at variable rates varied with the

then prevailing market condition.

At 31 December 2010, if interest rates at that date had
been 100 basis points lower with all other variables held
constant, consolidated loss after tax for the year would
have been HK$9,000 higher (2009: HK$153,000 lower),
arising mainly as a result of lower interest expense on
bank and other borrowings. If interest rates had been 100
basis points higher, with all other variables held constant,
consolidated loss after tax for the year would have been
HK$9,000 lower (2009: HK$153,000 higher), arising mainly
as a result of higher interest expense on bank and other

borrowings.
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b. FINANCIAL RISK MANAGEMENT (cont'd) 5, B REMERE &)
(e) Categories of financial instruments at 31 December (e) R-ZE—ZFF+-_A=+—-Hz%
2010 BT A¥EH
2010 2009
—E-TF —ETNF
HK$'000 HK$'000
FET FABT
Financial assets: S EE
Loans and receivables (including cash and & 3% & FEUGR
cash equivalents) (RIERSRREEEY) 148,609 56,209
Financial liabilities: M aE :
Financial liabilities measured at amortised &SR ANETE 2 IS A E
cost 202,401 88,706

(f)

Fair values (f)
The carrying amounts of the Group’s financial assets and

financial liabilities as reflected in the statement of financial

position approximate their respective fair values.

AFE
AEERYBHRRE TR IS E
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6.

76

TURNOVER AND SEGMENT INFORMATION

(a) Turnover
The Group's turnover represents sales of goods to
customers.

6.

EXRBERDBEHR

(a)

E S
AEEzEXBREAKEREFZ
EmiHE o

(b) Segment information (b) 2EER
The Group has one reportable segment which is AREEF—E2FHo%E - Bl
manufacture and sale of optical image capturing devices, FEAREFE(THE D RERES
chips and other optoelectronic products in the People FEBEGBEEEM B REME
People’s Republic of China (the “PRC"). TEm °
(i) Geographical information: (i) Hh 3 B
2010 2009
—E-ZF —EThEF
HK$'000 HK$'000
FExT FHT
Revenue Wk
The PRC except Hong Kong A= (FBRRIN 13,347 11,612
USA e 65,243 49,205
Others EAh 7121 4,338
Consolidated total revenue RE AR 85,711 65,155
In presenting the geographical information, REFH R EREE - WS HERE
revenue is based on the locations of the FErfE[E o
customers.
The Group's non-current assets are all located in REBEZIIERBEEZ BN
the PRC. °
(ii) Revenue from one customer of the Group (i) RERNEE —ZRP 2 W amhAE

represents approximately HK$65,243,000 (2009:
HK$49,205,000) of the Group's total revenue.
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7.

OTHER INCOME 7. H A
2010 2009
—E2-ZF —EThEF
HK$°000 HK$'000
FHET F&T
Gain on disposal of property, plant and equipment HEW2 « RE k& 2 Was 125 5,550
Reversal of impairment loss on other receivables 8] = #f & U FUR B ET1E 2,885 -
Reversal of impairment loss on trade receivables [0l fE Uk BR FUREET1E - 1,396

Reversal of write-down of inventories to net B ORI EE A 2R FE

realisable value - 1,988
Derecognition of financial liabilities RIEERB SR E 8,443 -
Interest income FEUA 44 41
Exchange gain, net bE 5 Yz 558 212 -
Government grant BRATHERA 51 913
Others Hith 348 443
12,108 10,331

FINANCE COSTS 8. RE AR
2010 2009
—E2-ZF —TTHhEF
HK$'000 HK$'000
F&T T
Interest on bank loans HRITE AL 104 =
Interest on other loan HAEZFE 513 146
617 146

ST PRREERERAR 77
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9.

78

INCOME TAX EXPENSE

(a)

(b)

No provision for Hong Kong Profits Tax is required since
the Group has no assessable profit for the year.

Tax charge on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries in
which the Group operates, based on existing legislation,
interpretation and practices in respect thereof.

The new PRC enterprise income tax law passed by the
Tenth National People’s Congress on 16 March 2007
introduces various changes which include the unification
of the enterprise income tax rate for domestic and foreign
enterprises at 25%. The new tax law become effective
from 1 January 2008.

The reconciliation between the income tax expense and
the product of loss before tax multiplied by the weighted
average tax rate of the consolidated companies is as
follows:

©

PSR

(a)

A AN £ [ N R A R
M - I EAEH TR ISHBE

H AR FERBOR A 2 IR 1R
REBMEEBRR 2 BITHELAR
BEBBEAER RENREHF

st
= o
e

FTEEZBEARREAGR_ZF
TE=ZATRABBZHPEAE
FISPUASIAZIRE S - BHE/A
BRINEEEZ CEMSHRTELS
—R25% c ZHMBUER B —FBF
NE—A—BlEX

P15 75 5 2 BRI 5 AT S 1R TR A SR B
MR B INAEFIET R 2 SRRANT

2010 2009
—E-EF ZETNF
HK$'000 HK$'000
FET FAT
Loss before tax FRA% S8 (150,022) (63,016)
Tax at the domestic income tax rate of ~ ZE N FT15H%=25%
25% (2009: 21.9%) (ZZTNEF : 21.9%)
TE A (37,506) (13,770)
Tax effect of income that is not taxable ~ H/ERFIUTA 2 Fi 582 (129) (175)
Tax effect of expenses that are not AR S 2 B
deductible 4,234 10,955
Tax effect of unused tax losses not RIERZ AB) BT IBEE
recognised 2B e 13,955 2,990
Tax effect of temporary differences not  RIERERFZFE 2 i £
recognised 17,632 -
Effect of different tax rates of subsidiaries [ft/@2 &% &5 72 & 1,815 =
Income tax expense s> 1 -
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10.

LOSS FOR THE YEAR

10.

The Group's loss for the year is stated after charging/(crediting)

REERE

AEBRAFEE ZBEIME,(GEA) A

the following: TEIBEYIE
2010 2009
—E-ZF ZETTNF
HK$'000 HK$'000
FHET T
Depreciation e 2,906 4,643
Directors’ emoluments E=ie
— As directors —ERES 273 300
— For management —1ERERE 3,950 8,082
4,223 8,382
Operating leases charges LEHES 1 2,504 4,576
Auditor's remuneration IZEEM B & 500 390
Cost of inventories sold SHETFERA 71,164 54,461
Impairment loss on interest in an associate — (A Rl R (E 1R - 19,960
Loss/(gain) on deemed disposal of a subsidiary ~ R{EHE —RIHBA 7
2B/ (KEs) 3.939 (195)
Loss/(gain) on disposals of subsidiaries HENB AR ZEE () 14.031 (502)
Gain on disposal of associates e E N E 2 W (1,414) =
Impairment loss on other receivables H th FEIE 2 BB B8 85,164 -
Staff costs including directors’ remuneration BITHRA(BIEESEH)
Salaries, bonus and allowances T& - FEAT K2R 30,424 21,755
Equity-settled share-based payments & A S AR D ST AT FRIE 4,576 8,364
Contribution to retirement benefit schemes RINEFET IR 1,762 120
36,762 30,239

Cost of inventories sold includes staff costs, depreciation and
operating charge of approximately HK$12,875,000 (2009:
HK$11,135,000) which are included in the amounts disclosed

separately above.

HEFERABEEIRER - rERKSE

FAE S H#912,875,000/8 7T (

ZETNF

11,135,000/87C) * EsF A LB H# 5

LR ©
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11. DIRECTORS AND EMPLOYEES' EMOLUMENTS 11. EER{EEME

80

(a) Directors’ emoluments (a) EEHE
The emoluments of each of the director were as follows: ZEHMEWT -
Performance  Equity-settled Pension
Salaries and related  share option scheme Total
Name of director Fees allowances bonuses benefits  contributions remuneration
3 RELEE Bk
BEpe e  IEREE B BRERT TR aEm
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T T
Year ended 31 December HZ=-F-EF
2010 TZA=tT-HLEE
Executive directors WTES
Cheung Wai RfE - 2847 - - 12 2,859
Cheung Frank Cheung Frank - 568 - 512 1 1,091
- 3415 - 512 2 3,950
Independent non-executive  BU I TES
directors
Fong Chi Wah FisE 120 - - - - 120
Jin Qingjun i) HEE () 39 - - - - 39
Wang Ruiping ThT 60 - - - - 60
He Zhiyi (i) R (i) b4 - - - - 54
m 3415 - 512 A 4,223
Yearended 31 December ~ HEZEENE
2009 +-A=t-BILEE
Executive directors H17E2
Cheung Wai oRfE - 2,847 1,340 954 12 5,153
Zhang Ming RIE - 251 1,340 954 - 2,545
Cheung Frank Cheung Frank = 186 - 198 - 384
- 3284 2,680 2,106 12 8,082
Independent non-executive BV IERTES
directors
Fong Chi Wah T 120 - - - - 120
Jin Qingjun HEE 120 - - - - 120
\Wang Ruiping T 60 - - - - 60
300 3,284 2,680 2,106 12 8,382

(i) Resigned on 26 April 2010

(i)  Appointed on 19 July 2010

SYSCAN Technology Holdings Limited Annual Report 2010

(i)

RoP—BEMA=TRAR

£

£



Notes to Financial Statements

B 75 R R B o

For the year ended 31 December 2010
BE-—F—THE A= —AUEE

11. DIRECTORS AND EMPLOYEES' EMOLUMENTS  11.

(Cont’d)

(b)

Five highest paid individuals’ emoluments

The five highest paid individuals in the Group during the
year included 2 (2009: 2) directors whose emoluments
are reflected in the analysis presented above. The
emoluments of the remaining 3 (2009: 3) individuals are

EEREEMS )

(b) HEUBEHFMAL
FAREERZ A GZaFMALE
EMA(CEENF - MB)ES -
HMESEN EXFIZ A © &
T=R(ZFFhF : =R)T M

set out below: SEIIT

2010 2009
—E-FF —EENF
HK$'000 HK$'000
FET FABT
Basic salaries and allowances AT E KER 3,501 1,846
Equity-settled share option benefits RS A 45 S B I A AR ) - 1,433
Retirement benefit scheme contributions R{REFIET &4t 2k 31 21
3,632 3,300

The remuneration fell within the following band: IO IS [E 2 i -
2010 2009
—E-EF —ETHF
Nil to HK$1,000,000 Z21,000,000757C 1 2
HK$1,000,001 to HK$1,500,000 1,000,001 7T 21,500,000/ 7T 1 -
HK$1,500,001 to HK$2,000,000 1,500,001 7T 22,000,000/ 7T 1 1

During the year, no emoluments were paid by the Group
to any of the directors or the highest paid individuals as
an inducement to join or upon joining the Group or as
compensation for loss of office.

FA - AEEHBERENESLR
BEFMA LS AER A
DN B 2 SRR S B B E
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12.

13.

14.

82

RETIREMENT BENEFIT SCHEMES

The Group operates a mandatory provident fund scheme (the
“MPF Scheme") under the Hong Kong Mandatory Provident Fund
Schemes Ordinance for all qualifying employees in Hong Kong.
The Group's contributions to the MPF Scheme are calculated at
5% of the salaries and wages subject to a monthly maximum
amount of contribution of HK$1,000 per employee and vest fully
with employees when contributed into the MPF Scheme.

The employees of the Group's subsidiary established in the PRC
are members of a central pension scheme operated by the local
municipal government. This subsidiary is required to contribute
certain percentage of the employees’ basic salaries and wages to
the central pension scheme to fund the retirement benefits. The
local municipal government undertakes to assume the retirement
benefits obligations of all existing and future retired employees
of this subsidiary. The only obligation of this subsidiary with
respect to the central pension scheme is to meet the required
contributions under the scheme.

LOSS FOR THE YEAR ATTRIBUTABLE TO
OWNERS OF THE COMPANY

The loss for the year attributable to owners of the Company
included a loss of approximately HK$121,650,000 (2009: loss
of HK$59,170,000) which has been dealt with in the financial
statements of the Company.

LOSS PER SHARE

The calculation of the basic loss per share attributable to equity
owners of the Company is based on the loss attributable to equity
owners of approximately HK$148,983,000 (2009: HK$62,666,000)
and the weighted average number of ordinary shares of
2,359,180,000 (2009: 2,051,333,000) in issue during the year.
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B2 —T—FTFf_/A=1—HILFZF

15.

PROPERTY, PLANT AND EQUIPMENT 15. Y% - REKRREE
Group
£8
Leasehold Furniture Machinery
land and Leasehold and office and Motor
buildings  improvements equipment equipment vehicles Total
HELH HENE BER
REF R BAERE  HERRE "E &it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THAL TAL TAL TAL TAL T
Cost K&
At 1 January 2009 R=EZNnE—F—-H 3544 5,061 10,484 38,399 5,587 63,075
Additions NE - - 2,482 1,800 148 4,430
Disposals/written off HE /M (3,364) - (3,331) (4,557) (833) (12,085)
Disposal of a subsidiary LE-HHEAR - - (8) - - (8
Exchange differences EHZER (180) 7 29 115 2 7
At 31 December 2009 and RZEZNF+-A=1—H
1 January 2010 k=E-ZT¥—-F—-H - 5,068 9,656 35,757 4,924 55,405
Additions e - - 1,185 5,392 611 7,188
Disposals/written off HE /M = - (4,154) (20,309) (1,161) (25,624)
Disposal of subsidiaries HEHBAR - (5,146) - - - (5,146)
Exchange differences ERZEE - 78 (987) 1116 713 920
At 31 December 2010 RZE-EF+-f=1—H = = 5,700 21,956 5,087 32,743
Accumulated depreciation ZHHERRE
and impairment
At 1 January 2009 RZEZNE—F—H 1,435 3,346 5,511 36,655 2,353 49,300
Charge for the year AEERHR 39 861 688 2,606 450 4,643
Disposalshwritten off HE /i (1,274) - (2,849) (4,555) 616 (9.294)
Exchange differences ErZER (200) - 20 69 10 (101)
At 31 December 2009 and F\_g@lﬁ‘l‘ A=1+-H
1 January 2010 ~“Z-TF—f—H — 4,207 3370 34,774 2,197 44,548
Charge for the year ME BY = - 226 2,286 3% 2,906
Disposals/written off HE /Hish - (4,246) (640) (13,585) (937) (19,4.08)
Disposal of subsidiaries HEMBAR - - - (5,788) - (5,788)
Exchange differences EHZR - 39 (641) 657 46 101
At 31 December 2010 R-Z-Z&+-A=1-A - - 2,315 18,344 1,700 22,359
Carrying amount SREE
At 31 December 2010 R=Z-FF+-A=1-H = - 3,385 3,612 3,387 10,384
At 31 December 2009 RZEENET=A=1—-H = 861 6,286 983 2,727 10,857
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16. PREPAID LAND LEASE PAYMENTS 16.

The Group's prepaid land lease payments represent payments for
land use rights outside Hong Kong under medium term leases.

The Group's prepaid land lease payments are analysed as follows:

BN T EERRIE
7SR 8 2 B £ 0 R AR SR AL B S BAS
ARERFA0TE T TS PR (3K -

AEEZ RN HAEFTIADTAOT

Group

REE
2010 2009
—E-ZF —ETNF
HK$'000 HK$'000
FERT FAT

Outside Hong Kong: BEIELAGN -
Medium-term leases FREIEE 45,631 -
17. CONSTRUCTION IN PROGRESS 17. HEEIRE

Group

TEE
2010 2009
—E-ZF —ETRF
HK$'000 HK$'000
FERT FAT
At 1 January R—H—H 3,536 1,066
Additions NE 53,505 2,470
Exchange difference PE W Z=%E 119 -
At 31 December Rt+t=-—A=+—H 57,160 3,536

The Group's construction in progress comprises costs incurred on
buildings under construction.
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18. INTANGIBLE ASSETS

18. EFREEE

Group
REME
Intellectual
property
HIRREERE
HK$'000
Tt
Cost RRAS
At 1 January 2009 RZZZNF—H—H 823
Wiritten off during the year R EEH (823)
At 31 December 2009 and 31 December 2010 RZBEENF+_A=1+—H
MZFT—ZTF+=ZA=+—H -
Accumulated amortisation E-SE F
At 1 January 2009 R-ZEZENF—HA—H 823
Written off during the year NG E R (823)

At 31 December 2009 and 31 December 2010

Carrying amount

At 31 December 2010

R_E—ZF+-_A=+—H -

At 31 December 2009

RZZFZNF+_A=1—~H _

—T-TasR yRNEERERAT 8D
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19.

86

INVESTMENT IN A SUBSIDIARY 19. R—ERBARZKRE
Company
KATF

2010 2009
—E-ZF —EENF
HK$°000 HK$'000
FHET FET
Unlisted investments, at cost FEETHIRE « IERANME 74,698 74,698
Less: Impairment losses JR OBEEE (74,698) =
- 74,698
Due from subsidiaries FEUSH B A RIZIA 105,184 137,119
Less: Impairment losses JE OREEE (105,184) (106,633)
- 30,486

The amounts due from subsidiaries are unsecured and interest-

free. The Company has agreed not to demand for repayment of

the amounts due from the subsidiaries until the subsidiaries are

financially capable to do so.

Particulars of the subsidiaries as at 31 December 2010 are as

FEM P A R IR B R 2B » R
FARERZEMB AR BN K NEERE

am|

BIFOR -

!

B RSB A R BB B

HBARKR-_Z—TF+-_A=+—A2

follows: ST
Place of incorporation/ Percentage of
registration and Issued and ownership interest
operation paid up capital BEEADL
Name S S oRIT Direct Indirect  Principal activities
£ REXHH REARA E# BE IEXR
SYSCAN Holdings Limited British Virgin Islands/Hong ~ US$3 100% - Investment holding
Kong 3ETL REER
RERIEHE /B
SYSCAN Digital Systems Co. Limited ~ British Virgin Islands/Hong ~ US$24,500 - 100%  Investment holding
Kong 245003 7T REZR
RERIEE /B
SYSCAN InterVision Limited Hong Kong/PRC HK$15,000,000 - 100%  Trading of optical image
YREBHNEERRA B/ 15,000,00077T capturing devices and
modules
BEXEY GBS
Pry ril
SYSCAN Lab., Limited Hong Kong/PRC HK$10,000 - 100%  Design and development of
B/ h 10,000/ 7T image sensor modules

SYSCAN Technology Holdings Limited Annual Report 2010
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19. INVESTMENT IN A SUBSIDIARY (contd) 19. R—ENBARIZRE#®)
Place of incorporation/ Percentage of
registration and Issued and ownership interest
operation paid up capital REERAL
Name ML BT Direct Indirect  Principal activities
8 REFHLE RESRE E# M TEER
SYSCAN Optoelectronics British Virgin Islands/ US$1 - 100%  Investment holding
Technology (Shenzhen) Co., Ltd. Hong Kong E REER
RERZHES/Bh
AIEREAERAT () PRC US$13,500,000 = 100%  Design, development,
(Shenzhen SYSCAN Technology Co., ) 13,500,000 manufacture and sales of
Ltd.) (1) optoelectronic product
Rt FE 2E
REERBER
A R R R AR PRC RMB35,000,000 = 91.43%  Design and development of
(Shenzhen SYSCAN Identification i ARE bar code related hardware
Technology Co., Ltd.) 35,000,0007C and software
Bep el G
R
REREMEAR AR (i) PRC US$12,677,461 - 56.78%  Design and development of
(Wuhan SYSCAN Ltd.) (i) i 12,677,461 7T bar code related hardware

(i) The company is a wholly-owned foreign enterprise established in
the PRC.

(ii) The company is a sino foreign equity joint venture established in
the PRC.

and software

ARET TR B S ARRARE

Rt

(i) ZABBRP BN 2 EBE R -

(ii) ZRRBRRBEKILZ RN ERE o

—T-THEER WRARERARAT
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20. INVESTMENTS IN ASSOCIATES 20. REEQNTRZRE

Group

REE
2010 2009
—E-ZF —ZETAF
HK$'000 HK$'000
FET FET

Unlisted investments in PRC: KA ZIELETRE :

Share of net assets DILEEFE 44,515 119,943
Impairment losses RIEEE (19,960) (19,960)
Reclassified as assets held for sale ENMOBEARBELEZEE = (99,488)
24,555 495
Due from an associate JE U — A B FR IR 599 =
Due to an associate S — & A RIFRIE - (20,761)

Details of the Group's associates at 31 December 2010 are as

AREZBHEATR =T —BF+ A

follows: =+ —HZFBERT
Place of Percentage of
incorporation/ equity interest
registration and  Issued/ attributable to
Name operations paid up capital the Group Principal activities
HEMEY El BT rEEE
= REE I BARAK EREEALE FEEK
ALY R AR AR PRC RMB50,000,000 40% Development of computer
(Zhejiang SYSCAN Technology # AR #50,000,0007T products
Co., Ltd.) MEERER
ey B ERAR PRC RMB1,000,000 20% Development of computer
(Xinjiang SYSCAN Technology H AR#1,000,0007T products
Co. Limited) RZEEKMER
LTRBERRERAR PRC RMB100,000,000 30% Provide third-party payment
H AE#100,000,0007T and settlement services and

88 SYSCAN Technology Holdings Limited Annual Report 2010
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20. INVESTMENTS IN ASSOCIATES (cont'd) 20. REERNTZ2BRE#E)
Summarised financial information in respect of the Group's Bt N T 2 ISR EEH I 0T -

associates is set out below:

Group
AEE
2010 2009
—E-EF —ZETNF
HK$°000 HK$'000
FH&T Tt
At 31 December R+=—A=+—8
Total assets 1B E 50,806 57,914
Total liabilities FEN=Ey (724) (41)
Net assets BEFE 50,082 57,873
Group's share of associates' net assets AEE(EHE AR 2 EEFE 24,555 495
Year ended 31 December HE+T_-_A=1+—HItFE
Total revenue RS 664 =
Total loss for the year FRLRETE (24,820) (358)
Group's share of associates’ losses for the year FRAEB D(HELS A 7] 2 EE (5,495) (623)
21. DEPOSIT PAID 21. BfiEs
Deposit paid represented the capital contribution to an associate. EHE%?‘E[’T*F‘%H&%%Q_H’lfﬁZ;‘fé‘
As at 31 December 2009, the associate was in the process RIBEZNF+-_A=+—8  ZH2Q
of application for the approval for establishment and business ﬂIEE‘JEJﬁZi&F:ﬁ%HE‘E?ﬁEHj%ﬁtEE B °
licenses.
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22.

23.

90

INVENTORIES 22. ®E
Group
rEME
2010 2009
—E-ZF —EENF
HK$'000 HK$'000
FERT FAT
Raw materials Ek 5,507 1,480
Work in progress T 10,891 202
Finished goods UK oh 7,685 1,535
24,083 3,217
TRADE RECEIVABLES 03,  FEUREEZR

The Group's trading terms with customers are mainly on credit.
The credit terms generally range from 30 to 60 days. For new
customers, payment in advance is normally required. The Group
seeks to maintain strict control over its outstanding receivables.
Overdue balances are reviewed regularly by the directors.

The aging analysis of the Group's trade receivables, based on the
invoice date, and net of allowance, is as follows:

AREREFZEFGREERER - 5
EH—MNT30E60H - HRFESM
5 —MRATRNTIE - AEEEARKE 2
e R A B AR FE ) - E R E IR B

+
%n 7N

AEBEZREERZEREAMFE - I
EHIRRE R 2 BREEDITIAT -

Group

EME
2010 2009
—E-ZF —TTNEF
HK$’000 HK$'000
FHET FAT
Up to 30 days 30HZA 9,998 7,627
31 to 60 days 31HZE60H 479 -
61 to 90 days 61HZ90H 410 203
10,887 7,830

As at 31 December 2010, an allowance was made for estimated
irrecoverable trade receivables of approximately HK$325,000
(2009: HK$325,000).

SYSCAN Technology Holdings Limited Annual Report 2010
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23. TRADE RECEIVABLES (contd)

Reconciliation of allowance for trade receivables:

FEUWBRFR (42)
P IR R B BT T

Group
rEE
2010 2009
—E-EF —ETNF
HK$'000 HK$'000
THET FAT
At 1 January ®n—HA—H 325 1,721
Reversed of allowance for the year F N O] B - (1,396)
At 31 December Rt+=—A=1+—8H 325 325

As of 31 December 2010, trade receivables of HK$889,000 (2009:
HK$203,000) were past due but not impaired. These relate to a
number of independent customers for whom there is no recent
history of default. The aging analysis of these trade receivables is as

R-ZT—ZTF+-_A=+—08  EREX
889,000/ 7L(=ZZ 1.4 : 203,000757T)
EEEERRE - ZERIBHES T HE
MRS B REER - ZERIKER

follows: ZERER DT ¢
2010 2009
i —TThEF
HK$°000 HK$'000
FH&T T4
Up to 30 days 30BZ2A 479 =
31 to 60 days 31260H 410 203
889 203

The carrying amounts of the Group's trade receivables are

AREBERWERR < REEATIIEET

denominated in the following currencies: & :
2010 2009
—E-ZF —ETNE
HK$'000 HK$'000
FET FHET
RMB AR 918 426
uss$ 7T 9,969 7,404
Total A&t 10,887 7,830

—T-Tasf yeagERaRas 9]
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24.

7AS)

92

e T Sl

PLEDGED BANK DEPOSITS AND BANK AND
CASH BALANCES

The Group's pledged bank deposits represented deposits pledged
to bank to secure banking facilities granted to the Group as set
out in note 28 to the financial statements. The deposits are in HK$
and RMB and at fixed interest rate ranged from 0.02% to 0.7% p.a.
and therefore are subject to fair value interest rate risk.

As at 31 December 2010, the bank and cash balances of the
Group denominated in RMB amounted to HK$25,144,000 (2009
: HK$6,691,000). Conversion of RMB into foreign currencies
is subject to the PRC's Foreign Exchange Control Regulations
and Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations.

NON-CURRENT ASSETS HELD FOR SALE

On 8 December 2009, a wholly-owned subsidiary of the Company
entered into a share transfer agreement with an independent
third party in relation to the disposal (the ‘Disposal”) of its 45%
equity interests in SYSCAN Manufacturing Limited (“SML", an
associate of the Group) at a consideration of RMB90,000,000
(equivalent to approximately HK$102,159,000). As part of the
Disposal arrangements, the independent third party has advanced
a loan of RMB30,000,000 (approximately HK$34,053,000) to the
Company. As at 31 December 2009, the disposal of SML were
in progress and accordingly, the interest in SML was reclassified
from interests in associates to an asset held for disposal. Further
details of the Disposal was set out in a circular of the Company
dated 8 February 2010 and the Disposal was approved by the
shareholders of the Company in an extraordinary general meeting
on 12 March 2010.

SYSCAN Technology Holdings Limited Annual Report 2010
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EEERETE - AR A FENERR o

RZE-—ZTFF+_A=+—H &%
EUARBHEZRITRR S EHE
25,144,000/ 75 ( ZEZ S1.4F : 6,691,000
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26. TRADE PAYABLES 26. EERR
The aging analysis of the Group’s trade payables, based on the ANEEHZEMNER(RKEE RS 5tE)
date of receipt of goods, is as follows: ZEREEDOATAAE ¢
Group
rEE
2010 2009
—g-%f S
HK$'000 HK$'000
T T
0 to 90 days 0Z290H 11,721 8,011
91 to 180 days 91HZE180H 768 99
181 to 365 days 181 H=365H 37 10
Over 12 months 128 A LA E 54 34
12,580 8,154
The carrying amounts of the Group’s trade payables are AEBEREMNRERRENEER ZRABENT
denominated in the following currencies: S| EEEBIE -
Group
rEE
2010 2009
—2-%F —2PNE
HK$'000 HK$'000
FET FAT
HK$ BT 1,574 1,464
RMB AR 10,825 5,761
US$ ETT 181 929
12,580 8,154

27. DUE TO A NON-CONTROLLING SHAREHOLDER 27. FE{t—RBHEB AT —ZIEEIRR
OF A SUBSIDIARY RFIE

The amount is unsecured, interest-fee and repayable on demand. EMRLzEAEER - a8 AIRENREE -
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28. BORROWINGS

The borrowings are repayable within one year.

The carrying amounts of the Group's borrowings are denominated
in the following currencies:

28. &R

ERER —FAER

AEE AR REEIA TFIEHIE

Group
REH
RMB US dollars Total
ARYE EH =
HK$'000 HK$'000 HK$'000
FAET FAT FAT
2010 —E-EF
Bank loans RITER 14,679 11,927 26,606
Other loan HihER 11,838 - 11,838
26,517 11,927 38,444
2009 —EENF
Other loan HAER 3,399 - 3,399

The average interest rates at 31 December were as follows:

Rt=B=+—A2 THHEMT

2010 2009

—E-ZF —EERF

Bank loans SRITER 4.16% N/A
Other loan HEMER 6.5% 6.5%

Bank loans of HK$26,606,000 (2009: HK$ Nil) are arranged at
floating rates, thus exposing the Group to cash flow interest
rate risk and foreign currency risk. Other loan of HK$11,838,000
(2009:HK$ 3,399,000) are arranged at fixed interest rates and

expose the Group to fair value interest rate risk.
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28.

29.

BORROWINGS (contd) 28. fam#)
The directors estimate the fair value of the Group’s borrowings, BT R R R kI 4 R (st
by discounting their future cash flows at the market rate, to be as AEBERAFELNT
follows:
2010 2009
—E-ZF ZETNF
HK$°000 HK$'000
FExT Tt
Bank loans RITEK 26,606 =
Other loans Hh &R 11,838 3,399
38,444 8,385
Bank loans of HK$26,606,000 (2009: HK$ Nil) are secured by a $R17% % 26,606,000 L ( ZE T NLF -
charge over the Group's bank deposits. TATT) BAEE 2 SRITIF R -
Other loans of HK$11,838,000 (2009:HK$ 3,399,000) are pledged H b B 511,838,000/ T( — T N4 ¢
by 75% equity interests of a wholly-owned subsidiary. 3,399,000/ C) H— M2 & B AR 75%
AR AR 2 (EHE AR ©
DEFERRED TAX 29. EIEFHIE

At the end of the reporting period the Group has unused tax
losses of HK$62,842,000 (2009: HK$62,935,000) available for
offset against future profits. No deferred tax asset has been
recognised due to the unpredictability of future profit streams.
Other tax losses may be carried forward indefinitely. The tax
losses arising in PRC will be expired in 2015

RIRERERE - AEEHE AT
73 7% E51862,842,00058 7T ( — BT A4 ¢
62,935,00078 7T ) A] A LA §5 K 2Rom 7 o
FH A TE AR S8 F 2RO+ il AR i RR
BEIERTEE E o HA R F B8 r R HAAS
o MPEELREBEENR -2 —h
FEEm e

—z-rasR yRNEERERAT 9D



Notes to Financial Statements

B 75 R SR B

For the year ended 31 December 2010
BE-—F—THE A=t —AUEE

30.

96

SHARE CAPITAL 30. I
Number
of Shares Amount
MR EE k-]
Note ‘000 HK$000
et Tk FAT
Authorised: ETE
Ordinary shares of HK$0.01 BREE.0VETT
(2009: HK$0.01) each (ZZTNF : 0.0187T)
2
At 1 January 2010 RZZE-ZF-A—-HRK
and 31 December 2010 —E-TF+_-_A=1+—H 20,000,000 200,000
Issued and fully paid: BETRAR :
Ordinary shares of HK$0.01 BRREE.01ET
(2009: HK$0.01) each (ZZTNF : 0.0187T)
2 EER
At 1 January 2009 R-ZThE—F—A 2,076,398 20,769
Issue of shares on placement Al ER 1T (a) 409,000 4,090
Exercise of share options Editig (b) 154,991 1,550
At 31 December 2010 R-BE-—ZTE+-_A=1+—H 2,640,889 26,409
(@) On 21 April 2010, the Company and Oriental Patron Asia (a) RZT—TFMA=+—H " &

Limited entered into a placing agreement in respect of
the placement of 409,000,000 ordinary shares of HK$0.01
each to independent investors at a price of HK$0.165 per
share. The placement was completed on 4 May 2010
and the premium on the issue of shares, amounting
to approximately HK$63,395,000, net of share issue
expenses, was credited to the Company'’s share premium

account.
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30.

FFE{ A= —AUEE

SHARE CAPITAL (cont'd)

(b) During the year, the subscription rights attaching to
the 154,990,917 share options were exercised in
cash at the various subscription prices ranged from
HK$0.06 to HK$0.44 per share (note 32), resulting in
the issue of 154,990,917 shares of HK$0.01 each for a
total consideration before expenses of approximately
HK$11,645,000.

In 2009, the subscription rights attaching to the
29,612,000 share options were exercised in cash at the
subscription price of HK$0.06 per share, resulting in the
issue of 29,612,000 share of HK$0.01 each for a total
consideration before expenses of HK$1,776,000.

The Group's objectives when managing capital are to safeguard
the Group's ability to continue as a going concern, so that it can
continue to provide returns for shareholders and benefits for other
stakeholders, and to provide an adequate return to shareholders.

The Group manages the capital structure and makes adjustments
to it in the light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to maintain or
adjust the capital structure, the Group may adjust the amount
of dividends paid to shareholders, if any, return capital to
shareholders, issue new shares, or sell assets to reduce debt.
No changes were made in the objectives, policies and processes
during the year ended 31 December 2010.

The Company is not subject to any externally imposed capital
requirements.

30.

& NE )

(b) A+ 154,990,917 17 B B4 i B
REEERN T EFR0.06ETE
0.447% 702 % [ERBE IR ©1TE
(f5E32) - A E47154,990,917
EREE.ONB T2k « ik
s Bl 2 S (B B%Y11,645,00078
=

KT NF » 29,612,00013 88
B #E P BT 52 B8 A 12 3% 0.06 7% 7T
ZRBEMESTE  BimET
29,612,000 iz H X E {H0.01 %5 7T
2D MBERAXRZBRES
1,776,000/ 7T °

AEBEAERZ BERHEREE 25
BirEee )  AEBREMAEBERBRIR®
e & AEMR B AT RS - I
REREREE B -

AEBRBEERREZE(CRIBBEEZ
R - EREARBAAFE - 5
MR RBEE RS - ANEE A HRIRN
FREZEEFBEME) - MRREEDE
R BITHRE N EEEAREET - 1
HE-_Z—ZTHF+-_A=1t—HBILFE
ZEER  BRMEFLEHLRES -

AR AN ZAEMINEBAE N 2 B 2N 2K
MR o
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31.

98

S e Rl

RESERVES 31. f#fE
Company VAN |
Retained
Share-based profits/
Share Contributed payment  (Accumulated
premium surplus reserve losses) Total
RexfH  REEF/
RIPEE BB MERE (REHEE) &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AL AL AT AL FHL
At 1 January 2009 RZZENE—F—H 6,141 70,121 - 36,505 112,767
Total comprehensive income for X2 EUALE%E
the year - - — (59,170) (59,170)
Issue of shares BIRM 2,893 - (1,412) 1,481
Recognition of share-based RS M FE
payments - - 8,364 - 8,364
At 31 December 2009 and “TTNEFTZA
1 January 2010 —+ AR=F—Z%
—A—H 9,034 70,121 6,952 (22,665) 63,442
Total comprehensive income for £RZEUA 25
the year - - - (121,650) (121,650)
Issue of shares on placement ~ REFER TR 63,395 - - = 63,395
Release upon lapse of share  AEBRREER MBS ARER
option - = (201) 201 -
Share premium arising from  {T{EBAEE 4 2 kD
exercise of share options B 18,218 - (8,169) - 10,049
Recognition of share-based ~ HEZRR{N S (HF0UE
payments - - 4,576 - 4,576
At 31 December 2010 nN—E—TF+—R
=T—H 90,647 70,121 3,158 (144,114) 19,812

The amounts of the Group's reserves and movements therein
are presented in the consolidated statement of comprehensive
income and consolidated statement of changes in equity.

Nature and purpose of reserves
(i) Share premium account

Share premium represents premium arising from the

issue of shares at a price in excess of their par value per

share and is not distributable but may be applied in paying
up unissued shares of the Company to be issued to the
shareholders of the Company as fully paid bonus shares
or in providing for the premiums payable on repurchase of

shares.
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31.

—EF—FF A=A —AILFE

RESERVES (cont'd)

Nature and purpose of reserves (cont’d)

(ir)

(iir)

(iv)

(v)

(vi)

Contributed surplus

The contributed surplus of the Company arose as a result
of the Group reorganisation implemented in preparation
for the listing of the Company's shares in 2000 and
represented the excess of the then consolidated net assets
of the subsidiaries acquired, over the nominal value of
the share capital of the Company issued in exchange
therefore.

Share-option reserve

The share-option reserve represents the fair value of
the actual or estimated number of unexercised share
options granted to employees of the Group recognised in
accordance with the accounting policy adopted for equity-
settled share-based payments in note 3(qg) to the financial
statements.

Capital reserve

The capital reserve represents the excess of the fair value
of the Group's share of net assets over the purchase
price. The amount is retained in the consolidated
statement of financial position until the disposal of the
subsidiaries.

Statutory reserve

The statutory reserve, which is non-distributable, is
appropriated from the profit after taxation of the Group’'s
PRC subsidiaries under the applicable laws and regulations
in the PRC.

Exchange reserve

The exchange reserve comprises all foreign exchange
difference arising from the translation of the financial
statements of foreign operations. The reserve is dealt
with in accordance with accounting policies set out in
note 3(x) to the financial statements.
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32.

100

SHARE-BASED PAYMENTS

The Company has three employee share option schemes, namely
Share Option Scheme B and Share Option Scheme C.

On 2 March 2000, the Company adopted Share Option and
Scheme B under which share options to subscribe for shares of
the Company may be granted under the terms and conditions
stipulated in Scheme B.

At the annual general meeting of the Company held on 26 April
2002, shareholders of the Company approved the adoption of a
new Share Option Scheme C and the termination of Share Option
B (save for the options already granted but unexercised).

Under Share Option Scheme B, the Company might have
granted options to employees of the Group (including directors
of the Company) to subscribe for ordinary shares of HK$0.01
each, subject to a maximum of 30% of the nominal value of the
issued share capital of the Company from time to time, excluding
for this purpose shares issued on the exercise of options. The
subscription price will be determined by the Company’s Board of
Directors, and will not be less than the higher of (i) the nominal
value of the ordinary shares, (ii) the average of the closing price of
the ordinary shares quoted on the GEM on the five business days
immediately preceding the date of grant, and (iii) the closing price
of ordinary shares quoted on the GEM on the date of grant, which
must be a business day.

Under Share Option Scheme C, the Company may grant options
to employees of the Group (including directors of the Company)
or at the absolute discretion of the directors to invite any person
who has contributed to the Group’s business to take up options
to subscribe for ordinary shares of HK$0.01 each, subject to a
maximum of 30% of the nominal value of the issued share capital
of the Company from time to time, excluding for this purpose
shares issued on the exercise of options. The subscription price
will be determined by the Company’s Board of Directors, and
will not be less than the higher of (i) the nominal value of the
ordinary shares, (ii) the average of the closing price of the ordinary
shares quoted on the GEM on the five business days immediately
preceding the date of grant, and (iii) the closing price of ordinary
shares quoted on the GEM on the date of grant, which must be a
business day.
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32.

SHARE-BASED PAYMENTS (cont'a)

The following table disclosed details of the Company’s share
options under Share Option Scheme B and Share Option Scheme

C and the movements during the year ended 31 December 2010:

32. UM AIRIE#)
TREFIEAET BB R EREBICET
AR FBIAE Y 2515 - URERBE_T

—2E+- A=+ AILFE S

Subscription At1 Cancelled/ Exercised At31
price January  lapsed during during December
Date of grant Exercise period per share 2010 the year the year 2010
R=2-2F FREH/ RZZ-ZF
Rit A e BRIBE -A-H *% ERfTE +=A=t-H
|. Share Option Scheme B
I R EB
Directors and Chief Executives
BERERITHAS
19 June 2000 19 June 2001 to 18 June 2010 HK$0.44 3,750,000 (3,750,000) = =
ZETZE ATIR 25 AThA 04487
EE-ZERAT\H
Other employees
AtriES
12 July 2000 12 July 2001 to 11 July 2010 HK$0.328 75,000 (75,000) = =
ZETSFLATCA “ET-FtA+ZA 0.3287%7C
23T EATH
4 December 2000 4 December 2001 to 3 December 2010 HK$0.1355 150,000 - (150,000) -
“ZZZET-AMA “ZZ-E+-ANA 0.1365/8 7T
ECZ-TETCA=H
17 January 2001 17 January 2002 to 16 January 2011 HK$0.2747 600,000 - (600,000) =
“ZZE-A+tH "R E—A1+H 027473
i R
13 August 2001 13 August 2002 to 12 August 2011 HK$0.3868 225,000 (225,000) = =
—ZT-§/\A+=H “ZECE\ATZAZZE—F/\A  0.3B68ET
+=A
Sub-Total Nt 4,800,000 (4,050,000) (750,000) -
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32.

102

SHARE-BASED PAYMENTS (cont'a)

32. LR AIRIE ()

Subscription At1 Cancelled/ Exercised At31
price January  lapsed during during December
Date of grant Exercise period per share 2010 the year the year 2010
R=B-%F EREE/ R-ZB-%F
RHAH T BRIBE -A-H b ERfiE +=A=t-H
II. Share Option Scheme C
II. Rl
Directors and Chief Executives
EZRERTHAS
13 August 2008 13 August 2009 to 12 August 2018 HK$0.06 47,000,000 = (47,000,000) =
ZZT\FNAT=H ZEENENAT=AR 0.0677C
223 \FNATZH
10 November 2009 10 November 2010 to 9 November 2019 HK$0.1026 15,000,000 - (7,500,000) 7,500,000
“EENET-ATH “2-RET-AtH 0.102677T
BEZZ-NET-ANB
Other employees
EftrfES
14 May 2002 14 May 2003 to 13 May 2012 HK$0.1883 3,712,500 (375,000) 2,587,500) 750,000
i “ZZ=FRATIA 0.18837 7T
EF—FhAt=H
14 August 2002 14 August 2003 to 13 August 2012 HK$0.1333 2,587,500 (112,500) (2,475,000) =
“22-%)\AtIA “TT=F)\ATIA 0.1333 7T
23— N\At=H
26 March 2003 26 March 2004 to 25 March 2013 HK$0.1333 2,017,500 = (2,017,500) =
kb oy e = “ZERF=A=1/A 0.1333%7T
ECT-=F=A=THA
13 August 2008 13 August 2009 to 12 August 2018 HK$0.06 69,838,000 (4,212,500) (63,910,917) 1,714,583
“EE\FNAT=H “EENF\AT=AR 0.06/7C
23 \F\AT+=H
10 November 2009 10 November 2010 to 9 November 2019 HK$0.1026 60,000,000 - (28,750,000) 31,250,000
“ZENFET-ATH “2-TE+—AtH 0.102677T
EZZ-nET-ANA
Sub-total ) 200,155,500 (4,700,000 (154,240,917) 41,214,583
Total share options BiREe 204,955,500 (8,750,000  (154990917) 41214583

The weighted average share price at the date of exercise for
share options exercised during the year was HK$0.075 (2009:

HK$0.095).

The expected life of the options is not necessarily indicative of the
exercise patterns that may occur. The expected volatility reflects
the assumption that the historical volatility is indicative of future
trends, which may also not necessarily be the actual outcome.
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32.

SHARE-BASED PAYMENTS (cont’q) 32. URGOZAFIE#E)
No other feature of the options granted was incorporated into the R 2 BB EE MRS ANARTE
measurement of fair value. ZEtER o
The 154,990,917 share options exercised during the year resulted FRTT{E 2 154,990,917 {7 B A% 4 B B 3%
in the issue of 154,990,917 ordinary shares of the Company 17154,990,917 R AN R Rl E@BAR + AR E
and new share capital of HK$1,549,909 and share premium of A 1,649,909 JT 2 #T A% 7~ 2 18,263,918
HK$18,263,918 (before issue expenses), as further detailed in BT Z IR E (FORREEITHR A - £—
note 30 to the financial statements. BRI TSR ERMTEES0 ©
At the end of the reporting period, the Company had 41,214,583 RFEHEEEH - ARRIRETEE A
share options outstanding under the Scheme. The exercise in 41,214,583 10 M AT TEBRAE - BIEARQ
full of the outstanding share options would, under the present AR AR AR 1S - BEITE MARTTEER
capital structure of the Company, result in the issue of 41,214,583 e B2 1741,214,683 % AN A &) 58 )
additional ordinary shares of the Company and additional share BAL - VAR EEA412,14678 TLRE IS AN
capital of HK$412,146 and share premium of HK$6,966,240 (before 56,966,240 T i (0 @ (B (R B 17H
issue expenses). A) ©
The fair value of the share options granted were determined by BREREATETIBARFIZA R —
the company based on the Blacks-Scholes valuation model with HRATHEEA T BRRET
the following assumptions:
13 August 2009
—ETNF
ANA+=H
Exercise price per share BRRITEE $0.0794
Value per option BiEREEE $0.098
Price per share at the date of grant AR B SR ER $0.1026
Expected volatility of underlying share FERARL D TR BRI IR 110.53%
Annual risk free interest rate 45 o o 4 | R 1.7827%
Life of option IR H 5.5 years
Vesting period SREE 1 yearde
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33. NOTES TO THE CONSOLIDATED STATEMENT 33. SRAaREARERMET
OF CASH FLOWS
(a) Disposal of subsidiaries (a) HEMBAF

(i) On 9 September 2010, the Group entered into (i)

an agreement with J®IITWREEEHEEE 12
BMRAF and an individual to dispose its 94%
equity interest in a then subsidiary, JZ&3IFAIE
RIEZERAR AT (formerly known as JR3I[Th
WRKEIE X 4B R /A F]), at a cash consideration
of approximately RMB188,000 (equivalent to
HK$216,000).

R=_ZE—ZTFhANLHE
AEE R Bk
HEEEBRERAGIR—F
BRI A LTS e - DAIR
ReREL AR 188,000
JC(FHE 216,000/ 7T)
EHERNE KB AR
A REHE AR A B (71
MWWmWW%ﬁ% =]
NA])Z94% P AHERS ©

Net assets at the date of disposal were as follows: REERBZEEFEN
T
HK$'000
F&T
Property, plant and equipment Y - BB REE 320
Prepayments, deposits and other receivables FEI3XIE - 2% [ H i fEU R 270
Bank and cash balances RITRIRB A 20
Accruals and other payables TEIRE A M E MR (47)
Due to related companies FETEEEAR] (3,059)
Net assets disposed of BREEEFE (2,496)
Release of foreign currency translation HRERHNE RS (e
reserves 13,718
Loss on disposal of subsidiaries HEHE QRS (11,006)
Total consideration — satisfied by cash BRE—PAREER 216
Net cash inflow arising on disposal: HEELAZRERAFE :
Cash consideration received BHFRSKE 216
Cash and cash equivalents disposed of HERG MNESEEY (20)
196
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33. NOTES TO THE CONSOLIDATED STATEMENT  33.

OF CASH FLOWS (cont'd)

(a) Disposal of subsidiaries (Cont’d)

(ii)

(approximately HK$2).

mERESRERMT @)

(a) HEHEBAR(E)
On 22 July 2010, the Group entered into an (ii)
agreement with SR AT BREFIF{E EEAMAR A
A) and an individual to dispose its 56.6% equity
interest in a then subsidiary, &I ER(E B T2
ESIRAR/A R, at a cash consideration of RMB2

RZBE—ZTF+A=+=
B - & E R T E R
M= ERMABRAR R
—Z @B AL
NIRBESREARE 2T
(HBERBIT)HEER
R B A BRI T B R
EEIRERFERAAL
56.6 % A& AN a

Net assets at the date of disposal were as follows: REE Bz EEFEN
™
HK$'000
T
Property, plant and equipment Y - = KB 20
Inventories =FE 12
Trade receivables FEURBRR 75
Prepayments, deposits and other receivables FB{I3XIE - & I H fh fEUER 28
Due from related companies FEUSRA:E A RIFIA 2,232
Due from a non-controlling shareholder FEUEAE IR AR R R IH 3,281
Bank and cash balances RITRIDE LR 28
Trade payables FERTERR (35)
Accruals and other payables TEIRE A M EHALET R (68)
Net assets disposed of BEREEEFE 5,683
Non-controlling interests IR A (2,465)
Release of foreign currency translation RN INE R E
reserves (93)
Loss on disposal of subsidiaries HE B A ma (3,025)
Total consideration — satisfied by cash BRE - RS EN =
Net cash outflow arising on disposal: HEEE 2 RS F5E
Cash consideration received BYERERE -
Cash and cash equivalents disposed of HEREKREEED (28)
(28)
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33. NOTES TO THE CONSOLIDATED STATEMENT  33.

OF CASH FLOWS (contd)

(ifi) Disposal of subsidiaries (Cont’d)

mERESRERMT @)

(i) HEHBARE)

2009
—EENF
HK$ 000
T

Net assets disposed of: FTHENEEFE :
Property, plant and equipment YIEE -~ B MRS 8
Cash and bank balances IR & MIRTTHERR 839
Accruals and other payables TRIRE A K H e FR (548)
Other tax payables H R (1)
298
Gain on disposal of a subsidiary HE—RHEB AR A 502
800

Satisfied by: ATFIR R

Cash B 800

An analysis of the net outflow of cash and cash equivalents in
respect of the disposal of a subsidiary is as follows:

HE—RNEARNRE MRS EEYR
HFEATAT

2009

—EENF

HK$'000

FAT

Cash consideration BERE 800

Cash and bank balances disposed of P & HIR MR TAERR (839)
Net outflow of cash and cash equivalents HE—FRBARMNERE X

in respect of the disposal of a subsidiary ReLEYR L F5E (39)

(b) Deemed disposal of a subsidiary

On 10 September 2010, R®ITWERSEHEEEEF R
/~\] transferred an intangible assets of RIMB70,000,000
to a wholly owned subsidiary, 78 BRI AR AT
("GYB") as capital contribution. The transaction lead to
the reduction of the Group's interest in GYB from 100%
to 30% and GYB became an associate of the Group with
carrying amount of HK$29,906,000. The loss on deemed
disposal of HK$3,939,000 in GYB was recognised
in consolidated profit of loss for the year ended 31
December 2010.

'] 06 SYSCAN Technology Holdings Limited Annual Report 2010
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33. NOTES TO THE CONSOLIDATED STATEMENT  33.

OF CASH FLOWS (cont'd)

(b) Deemed disposal major non-cash transaction of (b)

melREeRERMTE)

RELERBLARAZETERRS

34.

subsidiaries (Cont’d)

Net assets at the date of disposal were as follows:

X5 (%)
REERBZEEFENT :

HK$'000
Fi&T
Property, plant and equipment L EN =Y & 5,838
Intangible assets mILEE =
Inventories FE 141
Prepayments, deposits and other receivables TERRIE © 12e REMEKEK 23,627
Bank and cash balances SRITRIR S5 480
Accruals and other payables TEIRE A R E MR (11,947)
Income tax liabilities FiEHiasE (17)
Net assets disposed of BEHEEEFE 18,122
Release of reserves AR 15,723
Gain on deemed disposal of subsidiaries BRIELEHB A AW (3,939)
30% share of net assets of associates after MR VEH & 18 FE (G B RIEE
deemed disposal FE30% 29,906
Net cash outflow arising on disposal: HEEE RS F5E
Cash and cash equivalents disposed of HERE KRS EEY (480)
(480)
(c) Significant non-cash transaction is as follow: (c) BEARERZUT :
2010 2009
—E-EF ZETNF
HK$'000 HK$'000
FET F&T
Investing activities: REEE :
A parcel of Land Injected by a FEIERE AR R A 30 E &
non-controlling shareholder as capital
contribution 45,631 -
CONTINGENT LIABILITIES 34. HAEE
As at 31 December 2010, the Group and the Company did not RZZE—ZFTF+=-_A=+—80 " Z'KE l
have any significant contingent liabilities (2009: Nil). RARBMEEFNERNXABE(Z
S ) o
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35. CAPITAL COMMITMENTS 35. EBEREE
The Group’s capital commitments at the end of the reporting RE B R R & B 4 R 2 B AEEN
period are as follows: T
Group
rEE
2010 2009
T—ZF —ETNF
HK$'000 HK$'000
FExT FHT
Contracted but not provided for BERTHEREE
Property, plant and equipment L E S 4,578 -
Construction in progress FETE 25,572 43,050
Leasehold improvements HEMEEE - 280
Capital contribution to an associate M—XEERRIZEE = 113
30,150 43,443
36. LEASE COMMITMENTS 36. FHXEE
At 31 December 2010, the total future minimum lease payments RZE—ZTFF+-A=+—8 ' RETA
under non-cancellable operating leases are payable as follows: BUHEE L EN 2 ARFEHBEREE
BT ¢
Group
rEE
2010 2009
—E-EF —ETNF
HK$°000 HK$'000
FExT FAT
Within one year —FR 2,731 2,674
In the second to fifth year inclusive F_FEFERF(BIEEREMT) 6,098 7,287
8,829 9,961
Operating lease payments represent rental payable by the Group KEREREEASEREETHAE
for certain of its offices and factories. Leases are negotiated for MEEMZEE - BRI —EmMEH
an average term of one to two year and rentals are fixed over the P - HEARBEE - BT AAHE
lease terms and do not include contingent rentals. il
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37. RELATED PARTIES TRANSACTIONS 37.

(a)

The Company granted 75,000,000 share options to (a)
the directors in 2009 which are exercisable from 10

November 2010 to 9 November 2019 at an exercise price

of HK$0.1026 each.

BREALXRS

ZIN/NESTDIN fyyjliﬁé%&ﬁ
750000001”@&% _IEA
Z=FE+—A+BE= Ti"f'—
)EULE,HHF'EEH;ZOJOZG/%TEZTT@
BI7fE »

(b) Compensation to key management (b) BEEEEEEHEE

Group

rEE
2010 2009
—ZF ZETNF
HK$'000 HK$'000
THET T
Salaries and allowance e K2Rk 7,295 5,964
Equity-settled share option benefits H&L%%Eﬁ%ﬁﬁg?ﬁﬂ 591 3,099
Retirement benefit scheme contributions R {R1EFEH 2 74 -
7,960 9,063

38. EVENTS AFTER THE REPORTING PERIOD 38. WHREHBELEHEREE

(a) On 11 November 2010, the Company entered into a (@) RZZE—ZF+—A+—H &2

placing agreement with Oriental Patron Asia Limited (the
“Placing Agent”) pursuant to which the Company has
conditionally agreed to place, through the Placing Agent,
up to 625,000,000 placing shares at a price of HK$0.32
per placing share on a best effort basis.

On 22 November 2010, the Company entered into the
new placing agreement with the Placing Agent pursuant
to which (i) the existing placing agreement was terminated
upon signing of the new placing agreement; and (ii) the
Company has conditionally agreed to place, through the
Placing Agent, up to 625,000,000 placing shares at a price
of HK$0.32 per placing share on a best effort basis.

—T-THEER WRARERARAT

AIER AN AR A R ([ REERE

ADFTERE RS - Bt - AAF]
BRI EERREREA &
B EE NGRS IRD0.328 7T
2 (BH& Bl & £ %625,000,000 0% fd
SR o

RZZE—ZFF+—HA=+=H " R
EEEmERRBESHELL
& ANATEELERIE AT A
S 0 Bt 0 (VRBEEHER
BRI E AR L - RAR
ARG REEBEENREA -
R ELE A TR S IR(D0.3278
JC 2 (B 1 BE & £ % 625,000,000 %
BeERR(D ©
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38.

110

EVENTS AFTER THE REPORTING PERIOD (conta)

(a)

(b)

(Cont'd)

The placing was completed on 9 March 2011 in
accordance with the terms and conditions of the new
placing agreement. An aggregate of 625,000,000 placing
shares have been successfully placed by the Placing
Agent to 4 investors who are and whose ultimate
beneficial owners are third parties independent of,
not connected with and not acting in concert with any
connected person of the Company. None of the placees
has become a substantial shareholder (as defined in
the GEM Listing Rules) as a result of the placing. An
aggregate of 625,000,000 placing shares represents
approximately 17.93% of the issued share capital of
3,484,639,457 shares as at the date of completion of the
placing.

The net proceeds from the placing of approximately
HK$191 million are intended for financing part of the
consideration for the acquisition of 100% of the issued
share capital of Country Praise Enterprises Limited (the
“Target Company"”) and its subsidiaries (collectively
referred to as the “Target Group”) the Target Group and
as working capital for the future development of the
Target Group. Details of the placing were disclosed in
the announcement of the Company dated 11 November
2010, 23 November 2010, 26 November 2010 and 9
March 2011.

On 21 January 2011, the Company entered into the
convertible bonds subscription agreement with the
Mighty Advantage Enterprises Limited (the “Vendor”, the
ultimate holding company of the Target Group) pursuant
to which the Company will issue certain convertible bonds
to the Vendor upon the satisfaction of certain conditions as
adjustment to the consideration of the acquisition of the
entire interest of the Target Group. The convertible bonds
will be issued in various tranches and the issue of each
tranche is subject to the satisfaction by the Target Group
of each of the adjusted consideration scenarios. Failure
by the Target Group to achieve the targets set out in all
of the adjusted consideration scenarios will result in the
Vendor not being entitled to any Convertible Bond. Details
of the transaction were disclosed in the circular dated 24
January 2011.
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38. EVENTS AFTER THE REPORTING PERIOD (contd) 38. REHIE&EEEEE(2)

(c) On 28 February 2011, the Group obtained control of (c) R-ZT—F_HA=-+/1\H K&
the Target Group by acquiring 100% of the issued 15 18 LA 5 7= L {2 850,000,0007%8
share capital of the Target Company for a maximum TWE B Z AR 2B B BEITIRA
consideration of HK$850,000,000. The Target Company RS BIZEEEZ1EF#E - BIZAA]
was principally engaged in the development and operation ZEBEFRAZEREEE TN
of electronic payment tools. The acquisition is for the ITH - WEEE B ASEEE
purpose of deployment of the Group’s application of self- HATHRE B IRERiTERE
developed 2D barcode technology to the fast growing R RERISE R 2 B RS E -
electronic payment service industry in the PRC.

The fair value of the identifiable assets and liabilities of the HRULEE B ERFTUREE B 2B 2 T
Target Group acquired as at its date of acquisition is as REERBEZATENT :

follows:

HK$'000

(unaudited)

FAT

Net liabilities acquired: WWHE Z B fE 55 (REE=Z)

Property, plant and equipment Y% - B K& 4,165

Goodwvill

EES 30,696

Investment in jointly controlled entities RHEEEGIEE ZHE 1,740
Trade and other receivables R BR 3k N LA PR UK 68,658
Held-to-maturity financial assets I HI K EE 5919
Time deposits with original maturities over three REEHBA=EA 2 EHER
months 17,758
Due from a related company FEU—FIREE R B F/IR 283,079
Due from a jointly controlled entities FEU— & FE R 2 i) B B8 SRR 30
Bank and cash balances RITRIR DR 39,646
Settlement obligations ENEE (414,929
Accruals and other payables TEIRE A R EALE R (38,013)
Due to a jointly controlled entity JE — R R B R IR (30)
Due to ultimate holding company JE BRI IR A BIFRIE (5,716)
(7,097)
Goodwill kS 911,328
Satisfied by: LARB A ER -
Cash Re 80,000
Consideration Shares RERMD 45,938
Convertible bonds AR ES 778,293
904,231
Net cash outflow arising on acquisition: BB ZIRE R RS ¢
Cash consideration paid BENRESRE 80,000
Cash and cash equivalents acquired g e KRS EED (57,304)
22,696
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EVENTS AFTER THE REPORTING PERIOD (conta)
(c) (Cont'd)
The goodwill arising on the acquisition of the Target
Group is attributable to the anticipated profitability of the
distribution of the Group’s products in the new markets
and the anticipated future operating synergies from the
combination.

The Company has paid cash consideration of HK$80,000,000
and issued 218,750,000 consideration shares to the Vendor
in accordance with the terms of the new sale and purchase
agreement on the completion date. The 218,750,000
consideration shares, representing approximately 7.65% of the
issued share capital of the Company at 28 March 2011, rank pari
passu in all aspects amongst themselves and with the shares in
issue on the date of the issue and allotment of the consideration
shares.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform
to the current year's presentation. The changes included the
reclassification of other loans of HK$3,399,000 from accruals and
other payables to borrowings, and reclassification of amount due
from a non-controlling shareholder of HK$319,000 to and accruals
and other payables. The new classification of the accounting
items was considered to provide a more appropriate presentation
of the state of affairs of the Group.

APPROVAL OF FINANCIAL STATEMENTS
The financial statements were approved and authorised for issue
by the Board of Directors on 28 March 2011.

SYSCAN Technology Holdings Limited Annual Report 2010
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