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

GEM has been positioned as a market designed to accommodate companies to which a higher investment
risk may be attached than other companies listed on the Stock Exchange. Prospective investors should

be aware of the potential risks of investing in such companies and should make the decision to invest only
after due and careful consideration. The greater risk profile and other characteristics of GEM mean that it is
a market more suited to professional and other sophisticated investors.

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

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for the contents of
this report, make no representation as to its accuracy or completeness and expressly disclaim any liability
whatsoever to 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 of TLT Lottotainment Group Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance
with the Rules Governing the Listing of Securities on the GEM of the Stock Exchange (the “GEM
Listing Rules”) for the purpose of giving information with regard to the Company. The directors
of the Company (the “Director(s)”), having made all reasonable enquiries, 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 or deceptive; and (2) there are no other
matters the omission of which would make any statement in this report misleading.
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Corporate Profile

NCIVIY

TLT Lottotainment Group Limited (the “Company”) is principally
engaged in investment holdings. The subsidiaries of the Company
(together with the Company, the “Group”) are engaged in the
provision of travel agent services, advertising and marketing
services and trading of securities in Hong Kong during the year
under review.

The Company has the following principal subsidiaries:

e Xuzhou China International Travel Service Limited*

e Hong Kong Marketing Service Limited

e Mircale Glorious Limited

* For identification purpose only
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Corporate Structure

NCIpES

The following is the organisation structure of the Group TEERFTEEIATEE(EEEIENEL
(with principal subsidiaries only): ) :
As at 31 December 2012: NR-ZE——F+=-A=+—8":

TLT Lottotainment
Group Limited
FREBARLR
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Investment Holdings
f2:2 5
FARR
100% 100% 100% ‘ ‘1 00% 100% ‘1 00% ‘ 100% ‘ 100%
" Mega Field . X 3 Creative Star Miracle Glorious | | Pro-King Corporation Fame Network
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Investment Holdings \nvestm?enl Hol d\ryvgs Investment Holdings Investment Holdings Investment Holdings Securities Investment Money lender Investment Holdings
IR - £E4% FE4E 1258
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51% 100% 100% 100% 51% ‘ 30% ‘ 60%
Fountan Giy Argos (China) Victory Team Group . Hong Kong Marketing
Holdings Liited Investment Limited | | ytionstarnet Inc Smart Hero Limited Star Most LTned Service Limited
oldings Limite ) REER : g Enterprises Limited FHER EERRAF
SALRERAT BRAT 5BAT Principal activiy:
- . Principal actity: Principal actiity: Advertising and media
Principal actiiy: Principal actity: vestment Holdings Principal actty: Principal actiy: Inestent Hodngs cect s
Investment Holdings Investment Holdings Investment Holdings | | investment Holdings
B B
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Santos Group M & M Entertainment
Entertainment and International Argos Enterprise Fioruci Limited
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management sevices N
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90%

Xuzhou China
Internation Travel
Service Limited*
MR

ARAR
Principal activity:
Provision of
tour services and
travel agent service

*

For identification purpose only
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Chairman’s Statement
FEWmE

On behalf of the board (the “Board”) of the Directors, | hereby
present to the shareholders the Group’s annual report for the year
ended 31 December 2012.

FINANCIAL HIGHLIGHTS OF 2012 FISCAL YEAR

Turnover of the Group for 2012 was approximately HK$23 million
which was decreased by 8% as compared to approximately
HK$25 million last year. Compared to a loss for the year of
HK$111 million in 2011, a loss for the year of HK$56 million was
recorded. Loss per share was approximately 70.36 HK cents,
compared to a loss of 24.88 HK cents per share in 2011. The
Board does not recommend any dividend payment for 2012.

OVERVIEW FOR 2012 OPERATION AND PROSPECT
Continued with difficult operating environment from last year,
the financial year 2012 was strait to the Group. The prices of
fuel in the global market were persistently in high level which led
to adverse impact on margin and the loss in the travel agency
business. With an under-performing result from Stage Drama and
Entertainment businesses, the Group has exercised its right to
put back those segments to the original vendors. In view of the
difficult situation in financial year 2012, the Group has acquired
a marketing and advertising business to broaden its business
opportunity.

The Group has appointed certain new directors during the
year. The new management team is going to review the current
operation of the Group and to formulate new business strategy
and direction. The Group is optimistic to 2013 onwards and has
confidence that the Group will benefit from the new management
extensive experience and widespread business connection
within the market. The Group will continue to implement prudent
financial control and enhance stringent cost control measures to
cope with the challenge. The Group has the need to raise more
funding to strengthen the capital base. While continuing the
existing business, the Group will also seek possible investment
opportunities to broaden the revenue base.

On behalf of the Board, | would like to express our sincere
gratitude to all the Company’s stakeholders for your support
over the years. With your continued invaluable support, patience
and encouragement, we commit to work hard and to maximize
benefits for the Company and shareholders as a whole.

Yip Man Yi
Chairman and Executive Director

Hong Kong, 25 March 2013
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Management Discussion and Analysis

EBIREmL DT

BUSINESS REVIEW

Entertainment business

The uncertainty of granting the official school license to Macau
Talent Academy leads to serious deferment of the development
and has adverse effect on financial performance of this segment.
Entertainment business has failed to provide any profits to
the Group. As such, on 28 December 2012, the Group took
corrective action by exercising the Fountain City Put Option to put
pack the whole entertainment business to the vendor to mitigate
the loss. Disposal of the entertainment business will be subject to
Shareholders’ approval.

Stage drama business (disposed during the year)

In view of the unsatisfactory sales performance, failure to secure
sponsorship and unexpected increase of operating cost, despite
the Group’s effort in tightening the cost control, stage drama
business has failed to bring in economic benefits to the Group
and has caused adverse financial result to the Group. As a
result of unsatisfactory result of the stage drama business, on
28 December 2012, the Group has exercised the Dragon Gain
Put Option to put back the whole business to the vendor and
discontinued stage drama operation.

Travel agency business

Travel agency business operates with stable and internally
generated cash flow and ranks first in revenue contribution to the
Group. Business environment of the PRC travel industry remains
competitive and the Group has to face a difficult environment,
in particular, continuous growth in the operating costs due to
inflation. However, given that annual disposal income per capita
continues to grow in the PRC and more and more overseas
locations are freely open for PRC citizen, the Directors are
optimistic in the business growth of its travel agency operation.

Advertising and marketing services

Advertising and marketing business generates stable cash flow
which ranks second in revenue contribution to the Group and
becomes one of the core businesses of the Group. Following
disposal of underperforming entertainment and stage drama
businesses, the Group will focus and reallocate its resources for
pursuing business development in advertising and marketing
business, including reposition of its service mix and widening its
scope of services to capture potential business opportunities
in function organization for enhancing its performance with its
internally generated cash flow.
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Management Discussion and Analysis & 32 [& s it K 2 7

Securities trading business

Due to the economic downturn in the United States and triggered
by the unresolved European debt issue, the condition of Hong
Kong stock market is relatively volatile. The Group will keep
focusing and balancing the risk and return from its investment and
will closely monitor the performance of its investment portfolio.
Furthermore, the Group will take corrective action to change its
investment portfolio to minimize the risk and maximize the return
when appropriate.

FINANCIAL POSITION

Liquidity and Financial Resources

As at 31 December 2012, the total assets of the Group was
approximately HK$158 million (2011: HK$230 million), including
cash and bank balances and restricted bank deposits of
approximately HK$6 million (2011: HK$39 million). The gearing
ratio of the Group expressed in total debt as a percentage of net
assets was nil (2011: Nil).

Charges on Group’s Assets

As at 31 December 2012, the Company has charged its all the
undertaking property, assets, goodwill, rights and revenues to the
lender by way of fund floating charge to secure a unguaranteed
loan facility.

Capital Structure

During the year, the Company issued 196,941,341 shares by
way of Rights Issue on the basis of one rights share for every
two existing shares held at the subscription price of HK$0.05 per
rights share.

The Company has carried out a share consolidation during the
year, of every ten shares of HK$0.05 each in the issued and
unissued share capital of the Company were consolidated into
one consolidation share of HK$0.50 each in the issued and
unissued share capital of the Company.

In addition, the Company entered into a placing agreement with
a placing agent whereby the Company conditionally agreed to
place, through the placing agent, on a fully underwritten basis, a
total of 6,564,711 placing shares to not less than 6 independent
places at a price of HK$0.5 per placing share. The aggregate
nominal value of the placing shares under the placing agreement
will be approximately HK$3,282,355, therefore, the number of
issued share of the Company was 65,647,113 as at 31 December
2012 and the date of this report.
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CAPITAL COMMITMENTS

The details of the capital commitments incurred during the year
ended 31 December 2012 are set out in note 39 to the financial
statements.

ACQUISITION OF CREATIVE STAR LIMITED

On 14 November 2011, the Group entered into a sale and
purchase agreement with independent third party, pursuant to
which the Group has conditionally agreed to acquire the entire
issued share capital of Creative Star Limited (“Creative Star”). The
total consideration paid for the acquisition of Creative Star was
HK$20,000,000. The acquisition, which constituted as a major
transaction under the GEM Listing Rules, was completed on 28
February 2012. Creative Star become a wholly-owned subsidiary
of the Group.

Creative Star is an investment holding company, incorporated in
the Republic of Vanuatu with limited liability, and held as to 60%
of the shares of Hong Kong Marketing Service Limited (“Hong
Kong Marketing”). Hong Kong Marketing is incorporated in Hong
Kong with limited liability and engaged in product advertising and
promotion, marketing agency and planning, function organization
and media project services.

Details of the transaction were disclosed in the Company’s
announcements dated 14 November 2011, 25 November 2011,
20 January 2012 and 28 February 2012 respectively.

ACQUISITION OF MASS APEX LIMITED

As disclosed in the Company announcement dated 26 November
2012, the Company, through its wholly owned subsidiary, Fame
Network Limited to acquire the entire issued share capital of
Mass Apex Limited which principally engaged in the trading of
raw food material business in Hong Kong at a consideration of
HK$68,000,000.

The acquisition constitutes a very substantial acquisition pursuant
to the terms and conditions set out in the conditional sale and
purchase agreement and is subject to shareholder’s approval at
an extraordinary general meeting to be convened around second
quarter of 2013.
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Management Discussion and Analysis & ¥ /@@ it K2 5 AT

DISPOSAL OF 100% SHAREHOLDING INTEREST IN
CIRCLE ONE INTERNATIONAL LIMITED
On 31 August 2012, an independent third party, agreed to
purchase and the Company agreed to sell the 1 ordinary shares
of US$1.00 par value each in the issued share capital of Circle
One International Limited (the “Disposal Company”).

The Disposed Company was a 100% owned subsidiary of the
Group. The principal business of the Disposed Company and
its subsidiaries is the provision of internet spot gaming. The
completion of the Disposal took place on 31 August 2012.

DISPOSAL OF 100% SHAREHOLDING INTEREST IN
DRAGON GAIN WORLDWIDE LIMITED

On 28 December 2012, the Company and the Vendors, have
agreed on the early exercise by the Company of the Put Option of
Dragon Gain Worldwide Limited (“the Disposed Company”) to put
back the Sale Shares to the Vendors’ nominee at the Put Option
Price of HK$49,200,000 as the Vendors had acknowledged that
it was their assessment that Consolidated Net Profit would not be
able to meet with the Profit Guarantee.

The Disposed Company was a 100% owned subsidiary of the
Group. The principal business of the Disposed Company and its
subsidiaries is engaged in operation of stage drama.

Details of the transaction were published in the Company’s
announcements dated 26 June 2012, 12 December 2012 and 28
December 2012 respectively.

SEGMENT INFORMATION

An analysis of the Group’s turnover and contribution to profit from
operations of principal activities for the year ended 31 December
2012 is set out in note 13 to the financial statements.

POST BALANCE SHEET EVENTS
The details of the non-adjusting post balance sheet events are set
out in note 43 to the financial statements.

DETAILS OF FUTURE PLANS FOR MATERIAL
INVESTMENT OR CAPITAL ASSETS

Save as disclosed, the Directors do not have any future plans for
material investment or capital assets.
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FOREIGN CURRENCY RISK

Since most of the transactions, income and expenditure of the
Group are denominated in Hong Kong dollar and Renminbi, no
hedging or other arrangements to reduce the currency risk have
been implemented.

CONTINGENT LIABILITIES
As at 31 December 2012, the Directors are not aware of any
material contingent liabilities.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2012, the Group had 62 (2011: 64) full-time
employees. The total of employee remuneration, including that of
the Directors, for the year ended 31 December 2012 amounted
to approximately HK$11 million (2011: HK$14 million). The
Group remunerates its employees based on their performance,
experience and the prevailing industry practice.

The emolument policy of the employees of the Group is
determined on the basis of their merit, qualifications and
competence.

Details of the remuneration policy of the Company are set out in
the “Corporate Governance Report”.

SHARE OPTION SCHEME

A share option scheme was adopted on 30 July 2001, amended
on 2 December 2008 by the shareholders of the Company (the
“Old Scheme”) under which the Directors may, at their discretion,
grant options to themselves and any employees of the Group
entitling them to subscribe for shares of the Company. The Old
Scheme was terminated and a new share option scheme (the
“New Scheme”) was adopted on 9 May 2011 by the shareholders
of the Company. The purpose of the New Scheme is to enable
the Company to grant options to participants as incentives and
rewards for their contribution to the Company or its subsidiaries.

No options have been granted under the New Scheme since its
adoption.

Details of the movements in the share options granted and
exercised during the year ended 31 December 2012 under the
share option scheme are disclosed in the section of “Report of
Directors”.
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CORPORATE GOVERNANCE

The Group is committed to achieving high standard of corporate
governance to safeguard the interests of all shareholders and to
enhance corporate value and accountability.

The Company’s corporate governance practices are based on the
principles and code provisions (“Code Provisions”) set out in the
Code of Corporate Governance Practices (effective until 31 March
2012) (the “Former CG Code”) which was subsequently revised
as the Corporate Governance Code (the “Revised CG Code”)
contained in Appendix 15 of the GEM Listing Rules and came into
full effect on 1 April 2012.

Throughout the year ended 31 December 2012, the Company
has complied with most of the Code Provisions of the Former
CG Code for the period from 1 January 2012 to 31 March 2012
and of the Revised CG Code for the period from 1 April 2012 to
31 December 2012, save for the deviations from code provisions
A.2.1, A.4.1 and A.6.7 which are explained below.

The Company will continue to enhance its corporate governance
practices appropriate to the conduct and growth of its business
and to review its corporate governance practices from time to
time to ensure they comply with the statutory and the Revised CG
Code and align with the latest developments.

Board Composition and Board Practices

As at 31 December 2012, the Board comprised six Directors
including three executive directors of the Company (the “Executive
Directors”), namely Ms. Yip Man Yi (Chairman), Mr. Chan Yun
Fai and Mr. Au Yeung Yiu Chung; and three independent non-
executive directors of the Company (the “Independent Non-
executive Directors”), namely, Mr. Chiu Koon Shou, Mr. Lau Shui
Yan and Mr. Li Kwok Chu. There is no financial, business, family
or other material/relevant relationship amongst the Directors.

The Board schedules four meetings a year at approximately
quarterly intervals and will be met as necessary. During the year
ended 31 December 2012, the Board held 4 regular meetings.
The Directors can attend meetings in persons or through other
means of electronic communication in accordance with the
Company’s articles of association (the “Articles of Association”).

In addition, the Company has maintained a procedure for the
Directors to seek independent professional advice, in appropriate
circumstances, at the Company’s expense in discharging their
duties to the Company. Moreover, the company secretary of the
Company (the “Company Secretary”) prepares minutes and keeps
records of matters discussed and decisions resolved at all Board
meetings. The Company Secretary also keeps the minutes, which
are open for inspection at any reasonable time on reasonable
notice by any Director.
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Appointment, Re-election and Removal of Directors
According to the Articles of Association, one-third of the Directors
are required to retire from office at each annual general meeting,
provided that every Director shall be subject to retirement by
rotation at least once in every three years.

According to the code provision A.4.1 of the Revised CG Code,
non-executive directors should be appointed for a specific term of
service. None of the Independent Non-executive Directors have
entered into an appointment letter with the Company for a specific
term of service but their appointments are subject to retirement by
rotation and offer themselves for re-election at the annual general
meeting at least once for every three years in accordance with
the Articles of Association. The Company believes such practice
meets the same objective and no less exacting than those
prescribed under Code Provision A.4.1.

Chairman and Chief Executive Officer

Under the Code Provision A.2.1 of the CG Code, the roles of
chairman and chief executive officer should be separate and
should not be performed by the same individual. The division of
responsibilities between the chairman and chief executive officer
should be clearly established and set out in writing.

During the year ended 31 December 2012, Ms. Yip Man Yi
acted as the chairman of the Company (the “Chairman”) and Mr.
Cheung Man Yau, Timothy acted as the chief executive officer
of the Company (the “CEQ”). The roles of the Chairman and the
CEO are segregated and performed by Ms. Yip Man Yi and Mr.
Cheung Man Yau, Timothy respectively thereon. This segregation
ensures a clear distinction between the Chairman’s and the
CEOQO’s responsibilities which allows a balance of power between
the Board and the management of the Group, and ensures their
independence and accountability. However, the post of CEO
has been vacant since the retirement of Mr. Cheung Man Yau,
Timothy as the CEO and Executive Director with effect from 4
June 2012. The Board will keep reviewing the current structure of
the Board from time to time and if candidate with suitable skill and
experience is identified within or outside the Group, the Company
will make necessary appointment to fill the post as appropriate
and will make further announcement in due course. Save as
disclosed in the section of “Biographical Details of Directors and
Senior Management”, there is no financial, business, family or
other material/relevant relationship between the Chairman and the
CEO and among the members of the Board.
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Independent Non-executive Directors

The Company has received from each of its Independent Non-
executive Directors the written confirmation of his independence
pursuant to Rule 5.09 of the GEM Listing Rules. The Company,
based on such confirmation, considers Mr. Chiu Koon Shou, Mr.
Lau Shu Yan and Mr. Li Kwok Chu independent.

Role and Functions of the Board

The Board and the management team are committed to high
standards of corporate governance. The Board is responsible
for approving and monitoring business plans, evaluating the
performance of the Group and overseeing management. The
Board also focuses on overall strategies and policies with
particular attention paid to the growth and financial performance
of the Group.

The Board delegates the authority and responsibility for
implementing day-to-day operations and management of the
Group to Executive Directors and senior management, and certain
specific responsibilities to the Board committees. The Board
reserves certain key matters for its approval including the Group’s
long-term strategy, internal control, annual, half-yearly and
quarterly financial results and shareholder communications, etc.
Decisions of the Board are communicated to the management
through Executive Directors who have attended at Board
meetings.

When the Board delegates certain aspects of its management
functions to the management, it has given clear directions as
to the powers of management, in particular, with respect to
the circumstances. The final decision still rests with the Board
unless otherwise provide for in the terms of reference of relevant
committees.

Board of Directors

The primary role of the Board is to protect and enhance interest
of the Company and shareholders as a whole. The Board
is responsible for setting overall strategy for the Group and
monitoring the performance of the management.
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The Board members during the year ended 31 December 2012
and up to the date of this annual report are:

Executive Directors
Ms. Yip Man Yi (Chairman) (Appointed on 10 April 2012)
Mr. Chan Yun Fai (Appointed on 10 March 2012)
Mr. Au Yeung Yiu Chung (Appointed on 10 March 2012)
Mr. Chan Kin Yip (Resigned on 10 March 2012)
Mr. Cheung Man Yau, Timothy (Chief Executive Officer)
(Retired on 4 June 2012)
Mr. Lee Chi Shing, Caesar
Ms. Cheng Sze Man

(Retired on 4 June 2012)
(Retired on 4 June 2012)

Non-Executive Director
Mr. Lau Kiu Hon (Appointed on 4 March 2013)
Independent Non-executive Directors

Mr. Li Kwok Chu (Appointed on 16 March 2012)
Mr. Chiu Koon Shou (Appointed on 20 April 2012)
Mr. Lau Shu Yan (Appointed on 11 July 2012)
Mr. Wong Lit Chor, Alexis (Resigned on 16 March 2012)
Mr. Sung Wai Tak, Herman (Resigned on 20 April 2012)
Mr. Fung Wai Shing (Resigned on 11 July 2012)

The attendance of Directors at the Board meetings for the year
ended 31 December 2012 is set out as follows:
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BSREEE(R=F——F= H+HEZIE)

PR, (R-FE——F=H1HEHE)

SRR S (7T EARE)
(R=—F——F N FINHRE)

FEREE (RZFE——FNNHARE)

gt (RoE——FENHERE)
IR TTEE
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BB TEE
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BIWSEE (RoF——F= 1 HEHF)
REEEE (R-F——FMNF_—FHFHE)
BEKGE (R-F——F+HF+—HEHT)

BE_T——F+=H=*1—
ZEESSZLEREEIOT

FIEFE EF

Name of Directors

EEnA

Ms. Yip Man Yi
B8uart

Mr. Chan Yun Fai

BREE L4

Mr. Au Yeung Yiu Chung
BNt

Mr. Li Kwok Chu
FEELEE

Mr. Chiu Koon Shou
HEBLE

Mr. Lau Shu Yau

IR A

Mr. Chan Kin Yip
BRIEZR AL

Mr. Wong Lit Chor, Alexis
=AML

Mr. Sung Wai Tak, Herman
REELE

Mr. Cheung Man Yau, Timothy

SRERB T

Mr. Lee Chi Shing, Caesar
FEMEE

Ms. Cheng Sze Man

LIS g

Mr. Fung Wai Shing
ISR E

(Appointed on 10 April 2012)
(RZFE——FpH+HEZ)
(Appointed on 10 March 2012)

(RZFE——F=F+HEZ)
(Appointed on 10 March 2012)
(R-ZFE——F=H1HEZT)

(Appointed on 16 March 2012)
(R=ZF——F=A+ NHEZ)
(Appointed on 20 April 2012)
(RZFE——FMH =+ HEZF)
(Appointed on 11 July 2012)
(R=ZF——F+H+—HEZF)
(Resigned on 10 March 2012)
(R=ZF—=—F=H1HFF)
(Resigned on 16 March 2012)

(R=—F——F= F+NHEE)
(Resigned on 20 April 2012)
(R=ZFE——FPH —+HEHE)
(Retlred on 4 June 2012)
(R=-ZF——F N AMHRE)
(Retired on 4 June 2012)
(R=—ZF——F N HAIIHRE)
(Retired on 4 June 2012)
(RZF—Z=FNAIHRE)

(Resigned on 11 July 2012)
(RZFE——F+H+—HEHE)

Attendance of
meeting held

Frg{Tas
ZHER

32/32
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Directors’ Induction and Continuous Professional
Development

All Directors, including Non-executive Director and Independent
non-Executive Directors, should keep abreast of their collective
responsibilities as Directors and of the business and activities
of the Group. Each newly appointed Director would receive a
comprehensive induction package covering business operations,
policy and procedures of the Company as well as the general,
statutory and regulatory obligations of being a Director to ensure
that he/she is sufficiently aware of his/her responsibilities under
the GEM Listing Rules and other relevant regulatory requirements.
The Group also provides briefings and other training to develop
and refresh the Directors’ knowledge and skills, and update all
Directors on the latest developments regarding the GEM Listing
Rules and other applicable regulatory requirement to ensure
compliance and to enhance their awareness of good corporate
governance practices.

During the year ended 31 December 2012, the current Directors
participated in the continuous professional developments in
relation to regulatory update, the duties and responsibility of the
Directors and the business of the Group in the following manners:

ESHAERARBRERRE
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Attended Seminars/

Directors Briefings/Read Materials
HEMSE

= ENe HEER

Executive Directors

BITES

Ms. Yip Man Yi (appointed on 10 April 2012) v

ezt (R=ZF—=FH+HEZ() v

Mr. Chan Yun Fai (appointed on 10 March 2012) v

PR S A (R-FB——F=H1+HAEZE) v

Mr. Au Yeung Yiu Chung (appointed on 10 March 2012) v

Ey s (R=—F——F=F+HEZT) v

Non-executive Director

FHITES

Mr. Lau Kin Hon (appointed on 4 March 2013) -

ZBELSE (R-F—=F= AU AEZT) -

Independent Non-executive Directors

BUFHITES

Mr. Li Kwok Chu (appointed on 16 March 2012) v

TEEEE (R=F——F= 1+ NAEZT) v

Mr. Chiu Koon Shou (appointed on 20 April 2012) v

HEEEE (R=F——FpH =+ HEZ(F) v

Mr. Lau Shu Yan (appointed on 11 July 2012) v

2088 A S (R=ZF—=F+H+—HEZF) v

HIREBBR AR



Audit Committee

The Company has established an audit committee with written
terms of reference based upon the guidelines recommended
by the Hong Kong Institute of Certified Public Accountants. The
primary duties of the audit committee of the Company (the “Audit
Committee”) are to review and supervise the Group’s financial
and accounting policies and practices, financial controls, internal
controls and risk management systems. On 29 March 2012, the
Board adopted a set of the revised terms of reference of the Audit
Committee, which has included changes in line with the Revised
CG Code requirements effective from 1 April 2012. The revised
terms of reference setting out the Audit Committee’s authority,
duties and responsibilities are available on both the GEM website
and the Company’s website. During the year ended 31 December
2012, the Audit Committee has performed its duties, reviewed
the effectiveness of the internal control system of the Company
and reviewed the re-appointment of the external auditors. The
unaudited quarterly and interim together with the audited annual
results of the Company in respect of the year ended 31 December
2012 have also been reviewed by the Audit Committee.

As at 31 December 2012, the Audit Committee comprised three
Independent Non-executive Directors, namely, Mr. Li Kwok Chu,
Mr. Chiu Koon Shou and Mr. Lau Shu Yan. Mr. Lau Shu Yan is
the chairman of the Audit Committee and applies his professional
qualifications in accounting and financial expertise in directing the
Audit Committee.

The attendance of the members of the Audit Committee at Audit

Committee meetings for the year ended 31 December 2012 is set
out as follows:

Name of Audit Committee Members

ERZEE
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R EPESIE I E 2 B U R aT s 2Bz BiEh 2 =
FEME - ARRIAKEEZETERPHERIUR
HE T —F+-_A=1+—HIFEZKE
REEEENDEAESRZESEMN -

RIE——F+-A=1+—H BZEZEEH
ZEBUFNTERANK DRI ATEEL
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Attendance of
meeting held

FR{TER

ERZEEeHERA ZHE=R
Mr. Lau Shu Yan (Chairman) (Appointed on 11 July 2012) 3/3
BB AT E(EE) (RZBE——F+H+—HEZF)
Mr. Li Kwok Chu (Appointed on 16 March 2012) 5/5
TR EE (RZF——F=H1 NHEZF)
Mr. Chiu Koon Shou (Appointed on 20 April 2012) 4/4
HEEEE (RZFB——FH _+HEZE)
Mr. Wong Lit Chor, Alexis (Resigned on 16 March 2012) 0/0
mASESE (R=ZF—=—F=F+~NHEHF)
Mr. Sung Wai Tak, Herman (Resigned on 20 April 2012) 1/1
REEBEE (R=F——FM[ =+ HFHE)
Mr. Fung Wai Shing (Resigned on 11 July 2012) 2/2
ISR (R=ZFE——F+H+—HEHE)
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Remuneration Committee

The Company has established a remuneration committee on 8
October 2007 with terms of reference no less exacting terms
than the Former CG Code. The principle of the Company’s
remuneration committee of the Company (the “Remuneration
Committee”) is to formulate and review the remuneration policies
and other remuneration related matters of the Directors and senior
management of the Company and to make recommendations
to the Board as deemed necessary. On 29 March 2012, the
Board adopted a set of the revised terms of reference of the
Remuneration Committee, which has included changes in line with
the Revised CG Code requirements effective from 1 April 2012.
The revised terms of reference setting out the Remuneration
Committee’s authority, duties and responsibilities are available on
both the GEM website and the Company’s website. During the
year ended 31 December 2012, the Remuneration Committee
has discussed and reviewed the remuneration policies of the
Company, reviewed and made recommendations with respect to
the remuneration of Board members for approval by the Board
and made recommendations with respect to the remuneration
of the newly appointed Directors during the year for approval
by the Board. The Remuneration Committee has adopted
the operation model where it performs an advisory role to the
Board, with the Board retaining the final authority to approve
the remuneration packages of individual executive Directors and
senior management.

As at 31 December 2012, the Remuneration Committee
comprised one Executive Director, namely Ms. Yip Man Yi and
three Independent Non-executive Directors, namely Mr. Li Kwok
Chu, Mr. Chiu Koon Shou and Mr. Lau Shu Yan.

The attendance of the members of the Remuneration Committee
at the Remuneration Committee meetings for the year ended 31
December 2012 is set out as follows:

Name of Remuneration
Committee Members

FMWESS
ARAER—_TZEELETANARIFTMEE
g EBRHEE TSR CE TR ZIERER -

ARBHFWEEe([HFMEES ) KIZBEMNA
ST EER ARG SREEAE 2
BREEMHFEWNEBEE  TERAEVBE
MEFZREEBEER -R_Z——F=A
“tThB EEERHMAFHZELS—RILE
FIRESE ZERESEEEREFE T ——
FOA—BAMZEEFTEEERTRERZ
g5  HIFMEESEN  BERBEEZL
12T B FE & B R Al ZE AR A8 Uk Ko KA B 48 ok ] 4
BE WEEZZ——F+_A=+—HIF
B HFWEESE AR ARR ZHMEK
ROBAMEEFeRE 2HFMNEHESE - AE
BFefE UHEANEZTES ZEHHEL
B3 NESEeitE TWERESCRAR
EFeRTEMBEZEEER  EFT2RE
HEBRANTESNSREEBAE ZHFMEK
RZERIKKES) ©

RZE—ZF+-A=+—H FMWEEEE
B—BHTEREGIELL - WR=RBII
ﬁﬁ%%iﬁﬁ%i‘ﬁ%%ﬁi&@@Aﬁ

BE-_Z——F+-A=1+—BILFE - Hil
?E@‘E%%M%E@@%Zﬁﬁ%ﬁﬁﬂ
N

Attendance of
meeting held

FRBTEE
FMESEREME ZHER
Mr. Lau Shu Yan (Chairman) (Appointed on 11 July 2012) 1/1
BB ASLE(EE) (RZFB——F+H1+—HEZE)
Mr. Li Kwok Chu (Appointed on 16 March 2012) 77
ZEFEE (R=F——F =+ NAEZ(T)
Ms. Yip Man Vi (Appointed on 10 April 2012) 2/2
Elemt (R-FE——FrH+HEZE)
Mr. Chiu Koon Shou (Appointed on 20 April 2012) 3/3
HEBELE (RZFB——FH_—+HEZE)

Mr. Wong Lit Chor, Alexis
‘=AUSEE

Mr. Sung Wai Tak, Herman
RegfEEE

Mr. Cheung Man Yau, Timothy

SRERB T L
Mr. Fung Wai Shing

SRR ELE

(Resigned on 16 March 2012)
(R=—ZT——F=Z A+ B&T)
(Resigned on 20 April 2012)
(RZFB——FFH_+HEHTE)
(Retired on 4 June 2012)
(RZFE——FXAPIHRE)
(Resigned on 11 July 2012)
(RZFE——F+H+—HEFHT)
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Remuneration Policy for Directors and Senior Management

The emolument policy of the employees of the Group is
determined on the basis of their merit, qualifications and
competence.

The emoluments of the Directors are recommended by the
Remuneration Committee, having regard to the Company’s
operating results, individual performance, experience,
responsibility, workload and time devoted to the Company and
comparable market statistics. Each of the Executive Directors is
entitled to a basic salary which is reviewed annually. In addition,
each of the Executive Directors may receive a discretionary bonus
as the Remuneration Committee may recommend. Such amount
has to be approved by the Board.

The Company has adopted the New Scheme on 9 May 2011.
The purpose of the share option scheme is to enable the Board,
at its discretion, to grant options to selected eligible participants
to motivate them and to optimise their performance and efficiency
for the benefit of the Group.

Nomination Committee

The Company has established a nomination committee on 29
March 2012 with terms of reference no less exacting terms than
the Revised CG Code. The principle of the Company’s nomination
committee of the Company (the “Nomination Committee”) is
responsible for reviewing the structure, size and compaosition
of the Board, determining the re-election of the Directors, and
identifying individuals suitably qualified to become Board members
and assessing the independence of Independent Non-executive
Directors. The terms of reference setting out the Nomination
Committee’s authority, duties and responsibilities are available on
both the GEM website and the Company’s website.

Where vacancies on the Board exist, the nomination committee
will carry out the selection process by making reference to the
skills, experience, professional knowledge, personal integrity
and time commitments of the proposed candidates, including
the independence status in the case of an Independent Non-
executive Director, the Company’s needs and other relevant
statutory requirements and regulations.

During the year ended 31 December 2012, the Nomination
Committee have reviewed the structure, size and composition
of the Board, the re-election of the Directors at the forthcoming
annual general meeting and considered the appointments of Ms.
Yip Man Yi as executive Director and Chairman of the Board,
Mr. Chiu Koon Shou and Mr. Lau Shu Yan as Independent Non-
executive Directors. All of the aforesaid newly appointed Directors
were appointed by going through the selection process stated as
above and the re-election of the Directors retired by rotation in
accordance with the Articles of Association.
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As at 31 December 2012, the Nomination Committee comprised
three Independent Non-executive Directors, namely, Mr. Li Kwok
Chu, Mr. Chiu Koon Shou and Mr. Lau Shu Yan. Mr. Li Kwok Chu
is the chairman of the Nomination Committee.

The attendance of the members of the Nomination Committee
at the Nomination Committee meetings for the year ended 31
December 2012 is set out as follows:

Name of Nomination
Committee Members

R-Z——F+=-A=+—8 E&Z8e
—ERBIUFRNTEEAN DR AFTEESL
g HBEEBRERBIBALLE - FERREELER
REZEELR -

RAZESKEHREEZE_ZTE——F+=A4
T+ —HIEFERAZESERE BRI W
T

Attendance of
meeting held

FREfTERZ
REZESHERA MR
Mr. Li Kwok Chu (Chairman) (Appointed on 16 March 2012) 5/5
FEESEE(FE) (R=ZF——F=F1NHEZF)
Mr. Chui Koon Shou (Appointed on 20 April 2012) 3/3
HEBERE (RZFE——FMA =1 HEZF)
Mr. Lau Shu Yan (Appointed on 11 July 2012) 0/1
B A (R=ZFE——F+A+—HEZF)
Mr. Sung Wai Tak, Herman (Resigned on 20 April 2012) 1/2
REEEE (R=ZFE—=Fp A=+ HEFHT)
Mr. Fung Wai Shing (Resigned on 11 July 2012) 3/4
ISR E (RZFE——F+F+—HEFHT)

Corporate Governance Function

All members of the Board are responsible for performing the
corporate governance functions. The terms of reference of
corporate governance functions was adopted by the Board at the
Board meeting held on 29 March 2012 and is in compliance with
paragraph D3.1 of the Revised CG Code as set out in Appendix
15 to the GEM Listing Rules. During the year ended 31 December
2012, the Board has reviewed the policy of the corporate
governance of the Company.

Code of Conduct Regarding Securities Transactions by
Directors

The Company has adopted a code of conduct regarding
Directors’ securities transactions on terms no less exacting than
the required standard as set out in 5.48 to 5.67 of the GEM Listing
Rules. The Directors have confirmed, following specific inquiry by
the Company, that they have complied with the required standard
and code of conduct during the year under review.
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Auditors’ Remuneration

The Audit Committee is responsible for considering the
appointment of the external auditors and reviewing any non-audit
functions performed by the external auditors, including whether
such non-audit functions could lead to any potential material
adverse effect on the Company. During the year under review,
the Group is required to pay any aggregate of approximately
HK$400,000 to the external auditors for performing the statutory
audit work of 2012 of the Group. There is no non-audit service
assignment provided by the external auditors during the year.

Directors’ Responsibility for the Financial Statements

The following statement sets out the responsibilities for the
Directors in relation to the quarterly, interim and annual financial
statements.

Annual Report and Financial Statements

The Directors acknowledge their responsibility to prepare financial
statements for each financial year which give a true and fair view
of the state of affairs of the Group and in presenting the quarterly,
interim and annual financial statements, and announcements
to shareholders, the Directors aim to present a balanced
and understandable assessment of the Group’s position and
prospects.

Accounting Records

The Directors are responsible for ensuring that the Group keeps
accounting records which disclose with reasonable accuracy the
financial position of the Group and which enable the preparation
of financial statements in accordance with the Hong Kong
Financial Reporting Standards as promulgated by the Hong Kong
Institute of Certified Public Accountants.

Internal Control

The Board has conducted a review of the effectiveness of the
system of internal control of the Group during the year under
review.

Going Concern

The Directors, having made appropriate enquiries, consider that
the Group has adequate resources to continue in operational
existence for the foreseeable future and that, for this reason, it
is appropriate to adopt the going concern basis in preparing the
financial statements.
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Auditors’ Responsibility for the Financial Statements ZEEMFB SRR Z2EE
The statement of external auditors of the Company, Elite Partners 4 2B+ 216 58 7015 12 € 51 Al 5 75 5t AN &£ B B 7%
CPA Limited, about their reporting responsibilities on the financial &k v 2R & (T2 BRRFHNIE BN ®RE -
statements of the Group is set out in the Independent Auditor’s

Report.

Annual General Meeting BRAFKE

During the year under review, an annual general meeting of the REIEER @ AQFIREREARS ([REASE

Company (“AGM”) was held on 4 June 2012 and five extraordinary K& )R _ZT—_F /X AMNBEIT - WRTT

general meeting (“EGM”) were held with details of the Directors’ T XX BRI AE ([IREERIAE]) - IRERE

attendance set out below: FRERBREFIAGzESHFEFEHIN
I

Attendance  Attendance  Attendance  Attendance  Attendance
Attendance  oftheEGM  ofthe EGM  ofthe EGM  ofthe EGM  of the EGM

of the AGM held on held on held on held on held on
ondJune 24 February 5March 9 March 22 August 18 September
Directors 2012 2012 2012 2012 2012 2012
R=B-=% RZB--f RKZF-ZF RNZF-ZF RNZT-ZF RNZT-Z
AAME ZA=tWA =RER =RAB NR=t=H RBTNB
RREZAE BREAAE BREIAR BREIKE BREDAE BREIAE
£ HiEE HE HEE HE it i
Executive Directors
HTEE
Ms. Yip Man Yi (Chairman) (Appointed on 10 April 2012) v = = - v v
EQRLt(ZE)(R-F——FMfA1HEEH) / - - - / /
Mr. Chan Yun Fai (Appointed on 10 March 2012) v/ - - v v/
REBEE(R-F——F=f1HEEF) / - / /
Mr. Au Yeung Yiu Chung (Appointed on 10 March 2012) v - - - v v
BRRRRE (K F——F=F+HEEF) / - - - / /
Mr. Cheung Man Yau, Timothy (Retired on 4 June 2012) v/ / v/ / - -
ROARE(R-F——E7TARE) / / / v/ - -
Mr. Lee Chi Shing, Caesar (Retired on 4 June 2012) v X X X -
PERRE(R=FE——E fRARE) / X X X -
Ms. Cheng Sze Man (Retired on 4 June 2012) v/ X X X - -
BRGR L (KT ——FRHHARSE) v/ X X X - -
Mr. Chan Kin Yip (Resigned on 10 March 2012) = v/ v v = =
REERE(R-F——F=F1HEF) - / / / - -
Non-executive Director
FYTES
Mr. Lau Kin Hon (Appointed on 4 March 2013) - = = - = -
AR (R =E— == ANAEES) - - - - - -
Independent Non-executive Directors
BUFHTES
Mr. Li Kwok Chu (Appointed on 16 March 2012) v - - - X X
FREEE(R-F——F= A1 AREEH) / - - - X X
Mr. Chiu Koon Shou (Appointed on 20 April 2012) v/ - - - X X
BEBERE(R-F——4mA-+HEZIT) / 5 - - X X
Mr. Lau Shu Yan (Appointed on 11 July 2012) - - - - X X
AMARE(R=E——FLA+—HEEF) - - - - X X
Mr. Fung Wai Shing (Resigned on 11 July 2012) v/ X X X - -
BEREER-_E——FL 1 —AFE) / X X X 8 -
Mr. Sung Wai Tak, Herman (Resigned on 20 April 2012) - X X X - -
REEEE(R-F——FHA=1HEH) - X X X - -
Mr. Wong Lit Chor, Alexis (Resigned on 16 March 2012) X X X - -
BANEE(R-E——E= 1A HBE) X X X - -
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The AGM held on 4 June 2012, the Chairman and the chairmen of
the Audit Committee, Remuneration Committee and Nomination
Committee have attended the said AGM to answer questions
of the shareholders of the Company. Under the Code Provision
A.6.7 of the Revised CG Code, independent non-executive
directors and other non-executive directors should attend general
meetings and develop a balanced understanding of the views of
shareholders. Due to other business engagement, Independent
Non-executive Directors could not attend the EGMs but they have
appointed either the CEO or the Chairman as their representative
at the respective EGMs. In the future, the Company will try its
best to encourage and ensure the Independent Non-executive
Directors will attend the EGMs.

Investor Relations and Communication with Shareholders
The Company uses a number of formal communications channels
to account to shareholders and investors for the performance of
the Company. These include (i) the publication of quarterly, interim
and annual reports; (i) the annual general meeting or extraordinary
general meeting providing a forum for shareholders of the
Company to raise comments and exchanging views with the
Board; (iii) key information of the Group available on the website
of the Company; (iv) the Company’s share registrars in Hong
Kong serving the shareholders in respect of all share registration
matters; and (v) corporate information and the memorandum and
articles of association of the Company are made available on the
Company’s website.

A Shareholder’s Communication Policy was adopted by the
Board on 29 March 2012 aiming at providing the shareholders
and potential investors with ready and timely access to balanced
and understandable information of the Company.

The Company aims to provide its shareholders and investors
with high standards of disclosure and financial transparency. The
Board is committed to providing clear, detailed, timely manner
and on a regular basis information of the Group to shareholders
through the publication of quarterly, interim and annual reports
and/or dispatching circular, notices, and other announcements.

The Company keeps on promoting investor relations and
enhancing communication with the existing shareholders and
potential investors. It welcomes suggestions from investors,
stakeholders and the public. Enquiries to the Board or the
Company may be sent by post to the Company’s registered office
at Room A, 9th Floor, Fortis Tower, 77-79 Gloucester Road,
Wanchai, Hong Kong.
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Shareholders’ Rights

Procedures for Shareholders to Convene an Extraordinary General
Meeting

Pursuant to the Hong Kong Companies Ordinance and the
Articles of Association, an EGM can be convened by a written
request signed by Shareholders holding not less than one-
twentieth of the paid-up share capital of the Company, stating
the objects of the meeting, and deposited at the Company’s
registered office at Room A, 9th Floor, Fortis Tower, 77-79
Gloucester Road, Wanchai, Hong Kong.

Procedures for putting forward Proposals at a General Meeting
The procedures for shareholders to put forward proposals at
an AGM or EGM include a written notice of those proposals
being submitted by shareholders, addressed to the Company
Secretary at the Company’s registered office at Room A, 9th
Floor, Fortis Tower, 77-79 Gloucester Road, Wanchai, Hong
Kong. The detailed procedures vary according to whether the
proposal constitutes an ordinary resolution or a special resolution,
or whether the proposal relates to the election of a person other
than a Director of the Company as a director. The procedures for
shareholders to convene and put forward proposals at an AGM
or EGM (including election of a person other than a Director of the
Company as a director) are available on the Company’s website
or on request to the Company Secretary.

Procedures for Directing Shareholders’ Enquiries to the Board
Shareholders may at any time send their enquires and concerns
to the Board in writing through the Company Secretary at the
Company’s registered office at Room A, 9th Floor, Fortis Tower,
77-79 Gloucester Road, Wanchai, Hong Kong or send email to
info@Iottotainment.com.hk.

Shareholders may also make enquiries with the Board at the AGM
or EGM.
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Company Secretary

As at 31 December 2012, the Company Secretary is Mr. Tang
Man Leong (“Mr. Tang”), who is an employee of the Company.
The Company Secretary supports the Chairman, Board and
Board Committees by ensuring good information flow and
that Board policy and procedures are followed. He advises the
Board on governance matters and facilitates the induction and
professional development of Directors. Although the Company
Secretary reports to the Chairman and CEO, all Directors may
call upon him for advice and assistance at any time in respect to
their duties and the effective operation of the Board and Board
Committees. The Company Secretary also plays an essential role
in the relationship between the Company and its shareholders,
including assisting the Board in discharging its obligations to
shareholders pursuant to the GEM Listing Rules.

Subsequent to the year ended 31 December 2012, on 4 January
2013, Mr. Tang was resigned as the Company Secretary and Mr.
Wong Po Keung was appointed as the Company Secretary in
place of Mr. Tang.

CONSTITUTIONAL DOCUMENTS

At the EGM held on 9 March 2012, the Shareholders approved
the amendments to the Articles of Association, the provisions of
which principally reflected the recent changes to the GEM Listing
Rules and the Revised CG Code. A new set of amended and
restated Articles of Association consolidating such amendments
was adopted on the same date. The new set of amended and
restated Articles of Association is available on the GEM website
and the Company’s website or on request to the Company
Secretary.

Looking forward

The Group will keep on reviewing its corporate governance
standards on a timely basis and the Board endeavors to take
the necessary actions to ensure the compliance with the Code
Provisions of the Revised CG Code introduced by the Stock
Exchange.
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Biographical Detalls of Directors and Senior Management

EFZNEREEERERE

EXECUTIVE DIRECTORS

Ms. Yip Man Yi (“Ms. Yip”), aged 41, was appointed as chairman
and Executive Director on 10 April 2012. She is also a member
of the Remuneration Committee. Save as disclosed above, Ms.
Yip does not hold any other position with the Company or any
of its subsidiaries. Ms. Yip graduated from Seneca College of
Applied Arts and Technology, Toronto, Canada and has over 15
years’ experience in financial market in different asset classes
including foreign exchange, equities and money market. Ms. Yip
has worked with HSBC Market (Asia) Limited for Global Markets
and listed companies on the Main Board of the Stock Exchange
that was actively involved in formulating investment strategy and
was responsible for overseeing the management operations of
various investment projects. Save as disclosed above, Ms. Yip
does not hold any other directorship in other public companies
the securities of which are listed in Hong Kong or overseas in the
last three years or other major appointment and qualifications.

Ms. Yip has entered into a service agreement with the Company
for a term of two years commencing from 10 April 2012 and is
subject to the retirement by rotation and re-election at the annual
general meeting of the Company in accordance with the Articles
and Association. Under the service agreement, Ms. Yip is entitled
a monthly salary of HK$20,000 plus discretionary bonus, which is
determined by reference to the prevailing market conditions and
her roles and responsibilities to the Company.

Mr. Chan Yun Fai (“Mr. Chan”), aged 25, was appointed as an
Executive Director on 10 March 2012. He is also a director of
several subsidiaries of the Company. Save as disclosed above,
Mr. Chan does not hold any other position with the Company
or any of its subsidiaries. Mr. Chan holds a Bachelor Degree of
Science (Actuarial Science) from the Ohio State University, the
United States of America. Since his graduation in 2009, he is
engaged in the insurance industry and investment immigration
works in both Hong Kong and Mainland China and gains
extensive experience in insurance and investment field. Save as
disclosed above, Mr. Chan does not hold any other directorship
in other public companies the securities of which are listed in
Hong Kong or overseas in the last three years or other major
appointment and qualifications.
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Mr. Chan has entered into a service agreement with the Company
for a term of two years commencing from 10 March 2012 and is
subject to the retirement by rotation and re-election at the annual
general meeting of the Company in accordance with the Articles
of Association. Under the new service agreement, Mr. Chan
is entitled to a monthly salary of HK$15,000 plus discretionary
bonus, which is determined by reference to the prevailing market
conditions and his roles and responsibilities in the Company.

Mr. Au Yeung Yiu Chung (“Mr. Au Yeung”), aged 31, was
appointed as an Executive Director on 10 March 2012 and a
compliance officer of the Company on 7 June 2012. He is also a
director of several subsidiaries of the Company. Save as disclosed
above, Mr. Au Yeung does not hold any other position with the
Company or any of its subsidiaries. Mr. Au Yeung graduated
from the Hong Kong Polytechnic University with a bachelor of
Applied Biology in Biotechnology in 2004. He has over eight years
of experience in financial industry. Save as disclosed above, Mr.
Au Yeung does not hold any other directorship in other public
companies the securities of which are listed in Hong Kong or
overseas in the last three years or other major appointment and
qualifications.

Mr. Au Yeung has entered into a service agreement with the
Company for a term of two years commencing from 10 March
2012 and is subject to the retirement by rotation and re-election
at the annual general meeting of the Company in accordance with
the Articles of Association. Under the new service agreement,
Mr. Au Yeung is entitled to a monthly salary of HK$15,000 plus
discretionary bonus, which is determined by reference to the
prevailing market conditions and his roles and responsibilities in
the Company.
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NON-EXECUTIVE DIRECTOR

Mr. Lau Kin Hon (“Mr. Lau”), age 45, was appointed as Non-
executive Director on 4 March 2013. Save as disclosed above,
Mr. Lau does not hold any other position with the Company or
any of its subsidiaries. Mr. Lau is a practicing solicitor in Hong
Kong. Mr. Lau obtained a bachelor of laws degree with honours
from University College, London, U.K.. He is currently a partner
of a law firm in Hong Kong. He is also an executive director of CL
Group (Holdings) Limited (Stock Code: 8098) and a non-executive
director of Lisi Group (Holdings) Limited (Stock Code: 526), both
of which are listed on the Stock Exchange of Hong Kong Limited.
Mr. Lau had been the independent non-executive director of
Fujian Group Limited (“FGL”), Seapower Resources International
Limited (“SRI”) and |-China Holdings Limited (“ICL") respectively.
Save as aforesaid, Mr. Lau did not hold any other directorship
in other public companies the securities of which are listed in
Hong Kong or overseas in the last three years or other major
appointment and qualifications.

There is no service agreement nor any fixed term of service
entered into between Mr. Lau and the Company and he is subject
to the retirement and rotation at the annual general meeting of the
Company in accordance with the Articles of Association. Mr. Lau is
entitled a monthly salary of HK$10,000 plus discretionary bonus,
which is determined by the board of Directors with reference to
the prevailing market conditions and his roles and responsibilities
to the Company.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chiu Koon Shou (“Mr. Chiu”), aged 43, was appointed as an
Independent Non-executive Director on 20 April 2012. He is also
a member of the Audit Committee, the Remuneration Committee
and the Nomination Committee. Save as disclosed above, Mr.
Chiu does not hold any other position with the Company or any
of its subsidiaries. Mr. Chiu graduated from London University.
Mr. Chiu is a solicitor of the High Court of the Hong Kong Special
Administrative Region and the Supreme Court of England and
Wales. He is a principal and solicitor of a law firm in Hong Kong.
He is also the member of the Insolvency Law Committee of the
Law Society of Hong Kong. Save as disclosed above, Mr. Chiu
does not hold any other directorship in other public companies
the securities of which are listed in Hong Kong or overseas in the
last three years or other major appointment and qualifications.

There is no service agreement nor any fixed term of service
entered into between Mr. Chiu and the Company and he is
subject to the retirement and rotation at the annual general
meeting of the Company in accordance with the Articles of
Association. The remuneration of Mr. Chiu is HK$120,000 per
annum which is determined by the board of Directors with
reference to his duties and responsibilities with the Company and
the prevailing market conditions.

Mr. Li Kwok Chu (“Mr. Li”), aged 56, was appointed as an
Independent Non-executive Director on 16 March 2012. He is
also a member of the Audit Committee and the Remuneration
Committee and the chairman of the Nomination Committee. Save
as disclosed above, Mr. Li does not hold any other position in
the Company or any of its subsidiaries. Mr. Li, is a chairman and
chief executive officer of Pakco Group and has rich experience
in administration and management field. Prior to joining Pakco
Group, he was the managing director of Pakco Security (HK)
Limited. Save as disclosed above, Mr. Li does not hold any other
directorship in other public companies the securities of which are
listed in Hong Kong or overseas in the last three years or other
major appointment and qualifications.
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There is no service agreement nor any fixed term of service
entered into between Mr. Li and the Company and he is subject
to retirement by rotation and re-election at the annual general
meeting of the Company in accordance with the Articles of
Association. The remuneration of Mr. Li is HK$120,000 per annum
which is determined by reference to his experience, performance
and prevailing market conditions.

Mr. Lau Shu Yan (“Mr. Lau”), aged 31, was appointed as an
Independent Non-Executive Director on 11 July 2012. He is
also the chairmen of the Audit and Remuneration Committees
and member of the Nomination Committee. Save as disclosed
above, Mr. Lau does not hold any other position with the
Company or any of its subsidiaries. Mr. Lau graduated from the
University of Newcastle in United Kingdom with a bachelor’s
degree in Accounting and Financial Analysis. He is a Certified
Public Accountant (Practising) in Hong Kong, a member of both
the Hong Kong Institute of Certified Public Accountants and the
Association of Chartered Certified Accountants. Mr. Lau has over
9 years experience in finance, auditing and accounting fields. Mr.
Lau had previously worked in an international accounting firm
and he is currently a partner of an audit firm. Save as disclosed
above, Mr. Lau does not hold any other directorship in other
public companies the securities of which are listed in Hong Kong
or overseas in the last three years or other major appointment and
qualifications.

There is no service agreement nor any fixed term of service
entered into between Mr. Lau and the Company and he is subject
to the retirement and rotation at the annual general meeting of
the Company in accordance with the Articles of Association.
The remuneration of Mr. Lau is HK120,000 per annum which is
determined by the board of Directors with reference to his duties
and responsibilities with the Company and the prevailing market
conditions.
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Report of the Directors
EEERE

The Directors submit herewith their report together with the
audited financial statements of the Group for the year ended 31
December 2012.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
activities of its subsidiaries are set out in note 1 to the financial
statements.

FINANCIAL STATEMENTS

The results of the Group for the year ended 31 December
2012 are set out in the consolidated income statement and
consolidated statement of comprehensive income on pages 46 to
48.

The states of affairs of the Group and of the Company as at 31
December 2012 are set out in the consolidated statement of
financial position and the statement of financial position on pages
49 to 51 respectively.

The cash flows of the Group are set out in the consolidated
statement of cash flows on pages 54 to 56.

SEGMENT INFORMATION

Details of the segment information of the Group for the year
ended 31 December 2012 are set out in note 13 to the financial
statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 32 to the financial statements. Shares
were issued and consolidated during the year on placing of
shares, right issue and share consolidation.

RESERVES
Details of the movements in reserves during the year are set out in
note 32(c) to the financial statements.

DIVIDENDS
The directors do not recommend any payment of dividend nor
transfer of any amount to reserves for the year (2011: Nil).
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Report of the Directors B E&RE

FINANCIAL SUMMARY B E
A summary of the results and of the assets and liabilities of the AEEBEREFRFEZEEUNEERE
Group for the last five financial years is set out below: BEMEEHINNT

For the year ended 31 December
BE+-A=t-HILEE

2012 2010 2009 2008
—$--f -2 T-TF  —EEAF  CEENF
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
ThR FHL T FAL FHL

(Re-presented) (Re-presented)

(mE5) (m=51)

Turmnover eEE 23,194 24,176 24,733 118,493 185,213
Loss before taxation BB AIEE (27,430) (#1,773) (21,878) (764,466) (70,154)
(Loss)/gain from discontinued operations 24 |- ¥4 (B18) /Wiz (28,823) (70,032) (153,269) 3,110 -
Taxation 1A - (5) - 125,238 -
Loss before non-controlling interests K&t IR R AT EE (56,253) (111,810) (175,147) (636,118) (70,154)
Net loss from ordinary activities THI&E AR KBRS
attributable to shareholders R FE(S (46,192) (68,878) (101,335) (387,060) (48,262)
attributable to non-controlling JRRR R IR
interests (10,061) (42,932) (73812 (249,058) (21,892)

As at 31 December
W+=A=1+-H
2012 2011 2010 2009 2008

—2--f % T2 CZTTNE CZZTT)\F
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000

TR FAL FET FAL THT

Total assets BEE 158,733 230,324 69,235 362,943 225,108

Total liabilities BEE (187,800) (221,041) (234,786) (356,610) (203,967)

Non-controling interests FEERER 12,435 (344) 21,047 (53,153) (6,270)

Shareholders funds RRES (16,632) 8939 (144,504) (46,820) 14,871
PROPERTY, PLANT AND EQUIPMENT W%  BERRE

Details of the movements in property, plant and equipment and ~ AREZ VI - BiE RS EA LB EERF
intangible assets of the Group during the year are set out in notes W2 ZENFHE D BIEN M BRI FE14 1215 -
14 and 15 respectively to the financial statements.
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DISTRIBUTABLE RESERVES

As at 31 December 2012, the Company has no distributable
reserve calculated in accordance with the provisions of Section
79B of the Hong Kong Companies Ordinance.

CONVERTIBLE BONDS, PROMISSORY NOTES AND
SHARE CAPITAL

Details of movements in the Company’s convertible bonds,
promissory notes and share capital during the year are set out in
notes 29, 30 and 32 respectively to the financial statements.

CHARITABLE DONATIONS
During the year, the Group made charitable donations amounting
to HK$203,300 (2011: Nil).

DIRECTORS
The Directors during the financial year and up to the date of this
report are:

Executive Directors

Ms. Yip Man Yi (Chairman) (Appointed on 10 April 2012)

Mr. Chan Yun Fai (Appointed on 10 March 2012)

Mr. Au Yeung Yiu Chung (Appointed on 10 March 2012)

Mr. Cheung Man Yau, Timothy (Retired on 4 June 2012)
(Chief Executive Officer)

Mr. Chan Kin Yip

Mr. Lee Chi Shing, Caesar

Ms. Cheng Sze Man

(Resigned on 10 March 2012)
(Retired on 4 June 2012)
(Retired on 4 June 2012)

Non-executive Director
Mr. Lau Kin Hon (Appointed on 4 March 2013)
Independent Non-executive Directors

Mr. Li Kwok Chu (Appointed on 16 March 2012)

Mr. Chiu Koon Shou (Appointed on 20 April 2012)

Mr. Lau Shu Yan (Appointed on 11 July 2012)

Mr. Wong Lit Chor, Alexis
Mr. Sung Wai Tak, Herman
Mr. Fung Wai Shing

(Resigned on 16 March 2012)
(Resigned on 20 April 2012)
(Resigned on 11 July 2012)
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Report of the Directors B & W

In accordance with the Article 121 of the Articles of Association
and as at the date of this report, Mr. Chan Yun Fai and Mr. Au
Yeung Yiu Chung shall retire by rotation at the forthcoming annual
general meeting and, being eligible, offer themselves for re-
election.

In accordance with the Article 101 of the Articles of Association
and as at the date of this report, Mr. Lau Shu Yan and Mr. Lau
Kin Hon shall retire at the forthcoming annual general meeting
and, being eligible, offer themselves for re-election.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors and the senior management
of the Group are set out on pages 26 to 30 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service
agreement with the Company for a term of two years. Each of
the executive Directors may receive a discretionary bonus, the
amount of which will be determined by the Board of Directors as
its absolute discretion having regard to the operation results of the
Company.

The non-executive Directors (including independent non-executive
Directors) are not appointed for a specific term, but all are subject
to retirement by rotation and re-election at the annual general
meeting of the Company in accordance with the Articles of
Association.

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

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed under the section headed “Connected and
Related Party Transactions” of this annual report, no other
contracts of significance in relation to the Group’s business to
which the Company, any of its holding companies or subsidiaries
was a party and in which a Director had a material interest,
whether directly or indirectly, subsisted at the end of the year or at
any time during the year.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

As at 31 December 2012, as far as the Directors are aware of,
none of the Directors or the management shareholders of the
Company or any of its respective associates (as defined in the
GEM Listing Rules) has any interest in a business which competes
or may compete with the business of the Group or has any other
conflict of interest with the Group.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Apart from the share option scheme referred as below, at no
time during the year ended 31 December 2012 was any of
the Company or any associated corporation a party to any
arrangement to enable the Directors to acquire benefits by means
of the acquisition of shares in, or debentures of, the Company
or any other body corporate, and none of the Directors, or their
spouses or children under the age 18, had any right to subscribe
for the shares in, or debentures of, the Company, or had
exercised any such rights.

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

As at 31 December 2012, none of the Directors or chief
executives of the Company had any interests in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong)
(“SFO”)) which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they were
taken or deemed to have under such provisions of the SFO), or
which were recorded in the register required to be kept by the
Company under Section 352 of the SFO, or otherwise notified to
the Company and the Stock Exchange pursuant to the required
standards of dealings by directors as referred to in Rule 5.46 of
the GEM Listing Rules.

Save as disclosed above, as at 31 December 2012, none of the
Directors or chief executives of the Company had any interests or
short positions in the shares, underlying shares and debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which were required to be notified
to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO, or which were recorded in the
register required to be kept by the Company under Section 352
of the SFO, or otherwise notified to the Company and the Stock
Exchange pursuant to the Rule 5.46 of the GEM Listing Rules:
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Report of the Directors B & W

SHARE OPTION SCHEME

A share option scheme was adopted on 30 July 2001, amended
on 2 December 2008 by the shareholders of the Company (the
“Old Scheme”) under which the Directors may, at their discretion,
grant options to themselves and any employees of the Group
entitling them to subscribe for shares of the Company. The Old
Scheme was terminated and a new share option scheme (the
“New Scheme”) was adopted on 9 May 2011 by the shareholders
of the Company. The purpose of the share option scheme is
to enable the Company to grant options to the Participants (as
defined below) as incentives and rewards for their contribution to
the Company or its subsidiaries.

Participants under the share option scheme include any employee
or consultant, advisor, agent, contractor, client or supplier of
the Company or any of its subsidiaries who is in the sole opinion
of the Board has contributed or is expected to contribute to
the Group. The principal terms of the share option scheme are
summarized as follow:

The New Scheme was adopted for a period of 10 years
commencing from 9 May 2011 and will remain in force until 8 May
2021. The Company may by ordinary resolution in general
meeting or such date as the Board shall determine, terminate the
share option scheme at any time without prejudice to the exercise
of options granted prior to such termination.

The subscription price shall be determined by the Board in its
absolute discretion but in any event shall be at least the higher of:

(i)  the nominal value of the shares;

(i) the closing price of the shares as stated in the daily
quotations sheets issued by the Stock Exchange on the date
of grant which must be a business day; and

(i) the average closing price of the shares as stated in the daily
quotations sheets issued by the Stock Exchange for the five
business days immediately preceding the date of grant.

Upon acceptance of the options, the grantee shall pay HK$1.00
to the Company as consideration for the grant. The acceptance
of an offer of the grant of the option must be made within 28 days
from the date of grant. The exercise period of any option granted
under the share option scheme must not be less than three years
and not more than ten years commencing on the date of grant.
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The maximum number of shares which may be issued upon
exercise of all options to be granted under the Share Option
Scheme and any other share option schemes of the Company
shall not, in the absence of shareholders’ approval, in aggregate
exceed 10% in nominal amount of the aggregate of shares of the
Company in issue as at the date of listing of shares on the Stock
Exchange. The Company may seek approval by shareholders
at general meeting to refresh the 10% limit (the “10% Limit”).
However, the total number of Shares available for issue under
exercise of options which may be granted under the Share Option
Scheme in these circumstances must not exceed 10% of the
issued share capital of the Company as at the date of approval of
the refreshing of the 10% Limit.

The maximum number of shares which may be issued upon
exercise of all options which then have been granted and have
yet to be exercised under the share option scheme and any other
share option schemes must not in aggregate exceed 30% of
the shares of the Company in issue from time to time. As at the
date of this report, no options have been granted under the New
Scheme since its adoption.

Any grant of options to a connected person (as defined in the
GEM Listing Rules) must be approved by all Independent Non-
executive Directors (excluding any Independent Non-executive
Director who is the proposed grantee). Where options are
proposed to be granted to a connected person who is also a
substantial shareholder (as defined in the GEM Listing Rules) of
the Company or an Independent Non-executive Director or any
of their respective associates, and the proposed grant of options,
when aggregated the options already granted to such connected
person in the past 12 months period, would entitle that person
to receive more than 0.1% of the total issued shares of the
Company for the time being and the value of which is in excess of
HK$5,000,000, then the proposed grant must be subject to the
approval of the shareholders at the general meeting. Apart from
the connected person involved, all other connected persons of
the Company must abstain from voting in such general meeting
(except where any connected person intends to vote against the
proposed grant).
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Report of the Directors B E&RE

Details of the movements in the share options granted to various
former Directors and employees of the Group during the year
ended 31 December 2012 under the Old Scheme are as follows:

Subscription
price per
share of the
Company

Date of
e

Exercisable
period

Vesting

Name or category period

ShaLE

fE2385 RiREE

RBE-T——F+-_A=+—HILFE

REBEAERTZRANIEERAEEREZ
BhgE s ZEFHBMT

Outstanding

asat

1 January
2012

it
Z8-If
-A-H
HARE

Outstanding

Cancelled asat
during 30 September
the period 212
i

—E2-CF

AB=1H

HAGE

Granted
during
the period

Exercised
during
the period

Lapsed
during
the period

Mr. Cheung Man Yau, Timothy ~ 04/06/2010 - (4/06/2010 0 03/06/2020 HKS$17.9" 123,308° - - (123,308 - -
(retirecl on 4 Jung 2012)
RRERE E-3EAm - Z-35/AmAZ ML
(W=F-—%~ARAER) Sy
Mr. Chan Kin Yip 29/06/2009 - 29/06/2009 to 28/06/2019 HKS32.4* 56,912 - - (56,912 - -
(resigned on 10 March 2012)
RExiE ZEENERACTAR - ZEENERRZTNRE B
(R=F-£=ATHEH) ZE-NERRZTNR
04/06/2010 - 04/06/2010 to 03/06/2020 HKS$17.9" 37941 - - (37,941 - -
Z3-%5, AR - “3-357ANRZ miky
I
Mr. Sung Wai Tak, Heman 29/06/2009 - 29/06/2009 to 28/06/2019 HKS32.4* 948" - - (9,488 - -
(resigned on 20 Apri 2012)
RERRE ZEENERACTAR - ZEENERAZTNRE A
(W=F-—5mA-THER) ZE-MERAZTAR
Mr. Wong Lit Chor, Alexis 29/06/2009 - 29/06/2009 to 28/06/2019 HK$3.4" 9,485° - - (9,480 - -
(resigned on 16 March 2012)
BIIRA ZEENERACTAR - ZEENERAZTNRE Bras
(A-F-—E=ATrARA) “E-NERAZTNR
Mr. Fung Wai Shing 29/06/2009 - 29/06/2009 to 28/06/2019 HKS32.4° 9,485" - - (9.485) - -
(resignedl on 11 July 2012)
BB ZEENERACTAR - ZEENERRZTNRE B
(W=2-—%tAT-BER) ZE-NERAZTR
Other Employees 29/06/2009 - 29/06/2009 to 28/06/2019 HK$32.4" 28,456 - - - - 28,456
b0/ ZEENERACTAR - ZZENERRZTNRE B
ZZ-NERRZTNR
04/06/2010 - 04/06/2010 to 03/06/2020 HKS$17.9" 161,249° - - (18,969 - 142,80
Z3-%5/ AR - “2-3E7ANRZ mIky
ZE-857A=R
In aggregate 436321° - - (265,580)" - 170,736*
&t

The Company has made adjustments to the outstanding share options

upon the completion of the share consolidations on 19 October 2011 and
19 September 2012 respectively and the completion of the right issue on
14 September 2012. The details have been published on the Company s
announcements dated 20 October 2011, 13 September 2012 and 18

September 2012.
Information on the accounting policy for share options granted

and the weighted average value per share is provided in note 34
to the financial statements.
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SUBSTANTIAL SHAREHOLDERS OF INTEREST IN
SHARES

As at 31 December 2012, other than the interests and short
positions of the Directors or chief executives of the Company
disclosed above, none of person or corporation who had interests
in the shares, underlying shares and debentures of the Company
which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO or, who
was, directly or indirectly, interested in 5% or more of the nominal
value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any other members of the
Group, or any other substantial shareholders whose interests or
short positions were recorded in the register required to be kept
by the Company under Section 336 of the SFO.

Save as disclosed above, as at 31 December 2012, the Directors
or chief executives of the Company were not aware of any party
who had an interest or short position in the shares or underlying
shares or debentures of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and
3 of Part XV of the SFO or, who is, directly or indirectly, interested
in 5% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings
of the Company, or substantial shareholders as recorded in the
register required to be kept by the Company under Section 336
of the SFO.

CONVERTIBLE NOTES

On 28 March 2011, an aggregate principal amount of
HK$60,000,000 of the convertible notes was issued to Premier
Capital Enterprises Limited at the conversion price of HK$0.28
with the maturity date falling on the second anniversary of the
date of the issue of the convertible notes. During the year ended
31 December 2012, no convertible notes have been converted.
As at 31 December 2012, an aggregate principal amount of
HK$28,080,000 convertible notes was outstanding. Following
the completion of the right issue and share consolidation of the
Company’s shares on 14 September 2012 and 19 September
2012 respectively, the conversion price of the convertible notes
has been adjusted to HK$11.9.

Details of the above convertible notes have been published on the
Company’s announcements dated 15 February 2011, 23 March
2011, 28 March 2011 and 20 October 2011 respectively and the
Company’s circular dated 7 March 2011.
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Report of the Directors B & W

SHARE CONSOLIDATION

The share consolidation, of every ten shares of HK$0.05 each
in the issued and unissued share capital of the Company
consolidated into one consolidation share of HK$0.5 each in
the issued and unissued share capital of the Company (the
“Share Consolidation”) became effective on 19 September 2012.
Upon the Share Consolidation has been effective, the existing
authorised share capital of the Company is HK$100,000,000
divided into 200,000,000 consolidated shares, of which
59,082,402 consolidated shares has been issued and fully paid or
credited as fully paid. The board lot size has also been adjusted
from 5,000 shares to 3,000 consolidated shares.

As a result of the Share Consolidation of the Company (i) the
exercise prices of the options; (ii) the number of Shares to
be allotted and issued in respect of the Options; and (iii) the
conversion prices of the existing convertible notes were adjusted
with effect from 19 September 2012. The details of the above
adjustment have been disclosed in the Company’s announcement
dated 18 September 2012.

CONVERTIBLE BONDS

On 28 October 2011, an aggregate principal amount of
HK$50,000,000 of the convertible bonds (“Bonds”) was issued
to Sun Finance Co., Ltd. (“Sun Finance”) at the conversion price
of HK$0.30 per conversion share with the maturity date falling
on the sixth month of the date of the issue of the convertible
bonds or, at the discretion of the Company, extend the maturity
date falling twelve months from the issue date. On 27 April 2012,
the conversion price per conversion share was changed from
HK$0.30 per conversion share to HK$0.2047 per conversion
share and the maturity date of the convertible bonds was
extended from 28 April 2012 to 28 October 2012.

On 24 May 2012, the Company received a letter from Sun Finance
stating that the instrument dated 28 October 2011 constituting
the Bonds (the “Instrument”) had already been terminated. After
careful consideration by the Board, the Company on 25 May
2012 accepted Sun Finance’s position regarding termination of
the Instrument.
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On 3 August 2012, the Company reached a full and final
settlement with Sun Finance in respect of the Court Application
and all of the claims by Sun Finance against the Company arising
from the Bonds, the Instrument and the Statutory Demand by
virtue of a Settlement Agreement dated 3 August 2012 (“the
Settlement Agreement”). The parties also signed and submitted
to the Court a Consent Order on 6 August 2012 in respect of
the proceedings of HCMP 1121/2012 (“the Consent Order”).
Pursuant to the Settlement Agreement and the Consent Order, (i)
the Company paid a sum of HK$56,885,245.90 to Sun Finance
in full settlement of the principal amount of HK$50 million of the
Bonds and the interest accrued thereon up to and including 2
August 2012 whereupon all liabilities of the Company towards Sun
Finance arising from the Bonds, the Instrument and the Statutory
Demand shall be discharged; and (i) the Court Application shall
be stayed.

On 3 August 2012, the Company reached a Settlement
Agreement with Sun Finance and made a further drawdown under
the Loan Facility in an amount of HK$65 million and paid a sum
of HK$56,885,245.90 of which to Sun Finance in full settlement
of the principal amount of HK$50 million and the interest accrued
thereon up to and including 2 August 2012 whereupon all liabilities
of the Company towards Sun Finance were discharged.

Details of the above convertible bonds have been published
on the Company’s circular dated 3 October 2011 and its
announcements dated 8 August 2011, 23 August 2011, 29
August 2011, 8 September 2011, 16 September 2011, 28
September 2011, 30 September 2011, 18 October 2011, 20
October 2011, 28 October 2011, 7 May 2012, 27 May 2012, 6
June 2012, 14 June 2012 and 3 August 2012 respectively.
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Report of the Directors B & RE

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as at the date of this
annual report, the Company had maintained the public float as
required under the GEM Listing Rules.

CONNECTED AND RELATED PARTY TRANSACTIONS
Save as disclosed in this report, there were no other transactions
which need to be disclosed as connected in accordance with the
requirements of the GEM Listing Rules during the year ended 31
December 2012.

The material related party transactions of the Group are disclosed
in note 40 to the financial statements.

EMOLUMENTS OF DIRECTORS AND FIVE HIGHEST
PAID INDIVIDUALS

Details of the emoluments of the Directors and the five highest
paid individuals of the Group are set out in notes 8 and 9 to the
financial statements respectively.

REMUNERATION POLICY

The Remuneration Committee is set up on 8 October 2007 for
reviewing the remuneration policies and other remuneration
related matters of the Directors and senior management of the
Company and making recommendations to the Board as deemed
necessary.

The Company has adopted the share option scheme as incentive
to Directors and eligible employees, details of the share option
scheme are set out in note 34 to the financial statements.

Details of the remuneration policy of the Company are set out in
the “Corporate Governance Report”.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of the five largest customers combined and the
five largest suppliers combined are less than 30% of the Group’s
total turnover and purchases, respectively.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

During the year ended 31 December 2012, neither the Company
nor any of its subsidiaries purchased, redeemed or sold any of the
Company’s listed securities.
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MANAGEMENT CONTRACTS

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

CORPORATE GOVERNANCE
The details of the Company’s corporate governance practices are
set out in the section headed “Corporate Governance Report” on
pages 12 to 25 of this annual report.

EVENTS AFTER THE REPORTING PERIOD
Details of significant events occurring after the reporting period
are set out in note 43 to the financial statements.

AUDIT COMMITTEE

As at 31 December 2012, the Audit Committee comprised three
Independent Non-executive Directors, namely, Mr. Li Kwok Chu,
Mr. Chiu Koon Shou and Mr. Lau Shu Yan. Mr. Lau Shu Yan is
the chairman of the Audit Committee and applies his professional
qualifications in accounting and financial expertise in directing the
Audit Committee. The unaudited quarterly and interim together
with the audited annual results of the Company in respect of the
year ended 31 December 2012 have been reviewed by the Audit
Committee.

AUDITOR

CCIF CPA Limited was auditors of the Company for the year
ended 31 December 2009 and resigned as auditor of the
Company on 22 October 2010. Messrs. Ting Ho Kwan & Chan,
Certified Public Accountants, was appointed as auditors of the
Company on 25 October 2010 and the consolidated financial
statements for the year ended 31 December 2010 to 2011
was audited by Messrs. Ting Ho Kwan & Chan, Certified Public
Accountants.

Messrs. Ting Ho Kwan & Chan, Certified Public Accountants,
was auditors of the Company for the year ended 31 December
2011 and resigned as auditors of the Company on 11 December
2012. Elite Partners CPA Limited (“Elite Partners”) was appointed
as auditors of the Company on 11 December 2012 and the
consolidated financial statements for the year ended 31 December
2012 was audited by Elite Partners.

A resolution for the re-appointment of Elite Partners as auditors of
the Company will be proposed at the forthcoming annual general
meeting of the Company.

On Behalf of the Board

Yip Man Yi

Executive Director & Chairman
Hong Kong, 25 March 2013
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Independent Auditor's Report

BN AR S

TO THE SHAREHOLDERS OF TLT LOTTOTAINMENT GROUP
LIMITED
(Incorporated in Hong Kong with limited liability)

REPORT ON THE FINANCIAL STATEMENTS

We have audited the consolidated financial statements of
TLT Lottotainment Group Limited (the “Company”) and its
subsidiaries (together the “Group”) set out on pages 44 to 176,
which comprise the consolidated and company statements of
financial position as at 31 December 2012, the consolidated
income statement, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other
explanatory 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
(the “HKICPA”) and the Hong Kong Companies Ordinance, and
for such internal control as the directors determine is necessary to
enable 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 141 of the
Hong Kong Companies Ordinance, and for no other purpose.
We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the HKICPA. Those standards
require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether
the consolidated financial statements are free from material
misstatement.
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AUDITOR’S RESPONSIBILITY (CONTINUED)

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

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

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

EMPHASIS OF MATTERS

Without qualifying our opinion, we draw attention to Note 2 in
the consolidated financial statements which indicates that the
Group incurred a total comprehensive loss of approximately
HK$56,062,000 during the year ended 31 December 2012 and
as of that date, the Group’s liabilities exceeded its assets by
approximately HK$29,067,000. These conditions, along with
other matters as set out in Note 2, indicate the existence of a
material uncertainty that may cast significant doubt about the
Group’s ability to continue as a going concern.

Elite Partners CPA Limited
Certified Public Accountants

Hong Kong, 25 March 2013

Yip Kai Yin
Practising Certificate Number P05131
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Consolidated Income Statement

Are s

For the year ended 31 December 2012 #E —T——F+ - A=+—HIIFE

2012 2011
—E-—F —T——F
Notes HK$’000 HK$’'000
o3 TEr TEL
(Re-presented)
(EFZ5)
Continuing operations BELEER
Turnover ] 4&13 23,194 24,176
Cost of service FRIS A (18,860) (21,580)
Gross profit E5 4,334 2,596
Other income and gain, net HE A R e F 58 5 (391) 207
Gain on fair value changes on derivative TR T AATEESNE
financial instruments 11,572 76,180
Operating and administrative expenses LENITHERY (20,437) (22,136)
Impairment loss on investment deposit RE e REBE - (41,000)
Impairment loss on an associate ANV RIEY (15,220) (15,428)
Impairment loss on jointly controlled entities - [E1% 4| & & R A& 18 (127) -
Gain on reversal of impairment loss on RET&REEE
investment deposit e s 41,000 -
Impairment loss on goodwill HEREER (14,329) (10,906)
Loss on early redemption of promissory REERARZRER
notes - (2,979)
Loss on restructuring of promissory notes ~ B48E R EEEE - (6,570)
Provision for onerous contracts LEANRE - (1,052)
Profit/(loss) from operations TERR(F8) 6,402 (20,088)
Finance costs AR A 6(a) (31,124) (19,814)
Share of losses of an associate DIEEE RN REE (1,335) (780)
Share of losses of jointly controlled entites A5 R4 B2 E1E (1,373) (1,091)
Loss before taxation FRBATER 6 (27,430) (41,773)
Taxation BE 7 - ()
Loss after taxation from continuing BECEER BREER
operations (27,430) (41,778)
Discontinued operations BRIEER
Loss from discontinued operations BRIEEBER 11 (28,823) (70,032)
Loss for the year REEER (56,253) (111,810)
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2012 2011
—E-—F —T——F
HK$’000 HK$'000
TER THET
(Re-presented)
(EFZ5)
Attributable to: BB :
Equity shareholders of the Company ARERIERA A 10
— From continuing operations - REFEBEEEDB (27,993) (40,802)
— From discontinued operations —REBKRIEER (18,199) (28,076)
(46,192) (68,878)
Non-controlling interests IR
— From continuing operations —REFBEREEDR 563 Q77)
— From discontinued operations - REBR ¥ (10,624) (41,955)
(10,061) (42,932)
Loss for the year REEER (56,253) (111,810)
Loss per share BREE 12
From continuing and discontinued operations 7t B BB & 275
BIRIEER
Basic HA (70.36) centsi&fll  (24.88) centsiIl
Diluted e (70.36) centsifli  (24.88) centsfll
From continuing operations KREBBECEER
Basic R (42.64) centsiEAll  (14.74) cents/Bill
Diluted e (42.64) centsiE Al (14.74) cents/S (L
From discontinued operations RECRIEER
Basic HAR (27.72) centsi&fll  (10.14) centsB Il
Diluted g (27.72) centsEfL  (10.14) centsi#{LL

The accompanying notes form part of these financial statements.

MY ERBA R ISR E R # D o

Annual Report 2012

—ER_FFH 47



Consolidated Statement of Comprehensive Income

/\\/—_l_\ |:| %ELI&

%:Z For the year ended 31 December 2012 #E—T——F+-"A=+—HItFE

2012
—E—_F
HK$’000 HK$’ 000
FHET AT
(Re-presented)
(B¥ZE75)

Loss for the year KREEEE (56,253) (111,810)
Other comprehensive income/ AEEHMEEBA(BIX)

(expense) for the year (after tax and (HRBEREH I ERE)

reclassification adjustment)
Exchange differences on translation BREFINNB AR BHRE L

of financial statements of overseas PEH Z%E

subsidiaries 21 (255)
Exchange reserve released upon disposal of %6 B 4% |- ZE 755 1 0] 1E 5 (s

discontinued operations 170 4,725
Other comprehensive income REEFEHMEZEBA

for the year 191 4,470
Total comprehensive expense AEEREBZARE

for the year (56,062) (107,340)
Attributable to: EBEN

Equity shareholders of the Company RARIEEE A (45,997) (64,392)

Non-controlling interests IR R (10,065) (42,948)
Total comprehensive expense AEEREBZARE

for the year (56,062) (107,340)

The accompanying notes form part of these financial statements. M FE@BAX B FSIRERE P LD -
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Gonsolidated Statement of Financial Position
/\‘/T\ ﬁ%ﬂﬁ)ﬂ% At 31 December 2012 A=FE——E+=H=+—H

2012
—E—_F
HK$’000 HK$’'000
FHET AT
Non-current assets FREBEE
Property, plant and equipment L E N =N 14 810 8,265
Intangible assets EEE 15 181 49,458
Goodwiill EES 16 20,402 14,329
Derivative financial instruments PTESRTA 17 - 85,997
Investment deposits "ER & 18 - 5,000
Interests in an associate NN ol s 20 - 14,501
Interests in jointly controlled entities REFNEHEEE 2 21 - 409
21,393 177,959
Current assets REBEE
Trading Security R GFEH 23 981 —
Trade and other receivables B 5 R E M W GRIE 22 61,375 13,536
Restricted bank deposits PR FIERI TIF 5K 24 1,721 1,728
Cash and cash equivalents B MEBEEEEY 25 4,491 37,101
68,568 52,365
Assets classified as held for sales WA EIHEEE 11(c) 68,772 —
137,340 52,365
Current liabilities REIEE
Trade and other payables B 5 N E 4 E I8 26 7,505 52,163
Provision for onerous contracts EEEHBE - 1,052
Convertible bonds ABRES 29(a) - 50,000
Interest bearing loan FTREXR 28 122,600 —
Finance lease payables BETEE EN I 27 26 309
130,131 103,524
Liabilities directly associated with BN AR E S ER I
assets classified as held for sales HEzaE 11(c) 29,732 —
159,863 103,524
Net current liabilities REBAETFHE (22,523) (61,159)
Total assets less current liabilites EEAERAEBAME (1,130) 126,800
Non-current liabilities ERBEE
Finance lease payable AT E EN FIE 27 - 906
Convertible bonds ABRES 29(b) 27,937 24,505
Derivative financial instruments PTHESmI A 17 - 211
Promissory notes g 30 - 91,895
27,937 117,617
NET (LIABILITIES)/ASSETS (BfE) BRERE (29,067) 9,283
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Consolidated Statement of Financial Position 434 B &R 3=

2012 2011
—E——F —E——F
HK$’000 HK$’000
FHET FHT
CAPITAL AND RESERVES EARR#HE

Share capital A% 7 32 32,824 16,412
Reserves ] (49,456) (7,473)

Total equity attributable to equity  Z<A B RIEFH A FELS
shareholders of the Company S EEE (16,632) 8,939
Non-controlling interests IR (12,435) 344
TOTAL EQUITY ERBE (29,067) 9,283

Approved and authorised for issue by the board of directors on
25 March 2013.

Yip Man Yi
E8a
Director

EZE

The accompanying notes form part of these financial statements.
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Statement of Financial Position
Eﬁﬁ%ﬂﬁiﬂ% At 31 December 2012 R—E——F+_-A=+—H

2012
—B-—=% =
HK$’000 HK$’000
FH&T BT
Non-current assets FREBEE
Property, plant and equipment ME - RENRE 14 98 91
Derivative financial instruments TESMTA 17 - 38,919
Investment deposits KEZT® 18 - 5,000
Interests in subsidiaries R IEENGIPA T 19 69,253 57,835
69,351 101,845
Current assets REEE
Other receivables and deposit paid Hi e R ENiEe 22 52,455 5,147
Cash and cash equivalents BHe MEBEEEEY 25 2,962 34,726
55,417 39,873
Current liabilities REBEE
Other payables H fth e~ 308 26 1,486 4,119
Interest bearing loan STEEXR 28 122,600 —
Convertible bonds AmkES 29(a) - 50,000
124,086 54,119
Net current liabilities REEEFE (68,669) (14,246)
Total assets less current liabilities ZEEZEBRADERS 682 87,599
Non-current liabilities FRBEE
Convertible bonds AmkES 29(b) 27,937 24,505
Derivative financial instrument TESMTA 17 - 211
Promissory notes A2 30 - 91,895
27,937 116,611
NET LIABILITIES EEFEH (27,255) (29,012)
EQUITY AND RESERVES ERNEE
Share capital A& AN 32 32,824 16,412
Reserves B 32(c) (60,079) (45,424)
TOTAL EQUITY EmE (27,255) (29,012)

Approved and authorised for issue by the board of directors on

25 March 2018.

Yip Man Yi
E&ta
Director

EF

The accompanying notes form part of these financial statements.

EHESEN_Z
BRE TR o
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Au Yeung Yiu Chung
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Director
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Consolidated Statement of Changes in Equity

f“ < #E4 @J ?E
/\\/—_I_\ For the year ended 31 December 2012 #HZE. —#+-A=t+—BIFE

Attributable to equity shareholders of the Company
ARARRERA ML
Convertiole Share Accumu- Non-
Share Share  Exchange  Statutory bond option Other lated controling

capital  premium reserve reserve reserve IeServe reServe osses Total interests

B Ej e THRE  BRE At Zif SR

e i i FE AHE G G B b i
HKS000  HK$000  HK$000  HKS000  HK$000  HK$000  HKH000  HK$O000  HK$000  HKS000  HK$000
Thr Thr TEr Thr  TExr  ThEr TR ThEr  TEr  TEr  TEn

At 1January 2011 i3
-A-H 794 376,330 (3919) 53 - 4,166 44 (529,146)  (144,504)  (21,047)  (165,551)
Loss for he year REEER = = = = = = - (8879 (63879 (42932 (111810)
Exchange differences on HERINEAT
franslation of financial statements  BiARRZ
of overseas subsidliaries EiZR = - (289) - - - - - (239) (16) (265)
Exchange resenve released upon  RAER B 7
disposal of discontinued Rl 2 B R E
operations - - 4725 - - - - - 4725 - 4725
Total comprehensive expense TEERERRER
for the year - - 4486 - - - - (68878 (64392 (42948  (107,340)
Isstie of placing shares BIRERD 4000 96,328 - - - - - - 100413 - 100413
Issuance of convertile bonds Eakes - - - - 2500 - - - 25000 - 2500
Shareissued upon comverson of - R AR ERT
convertible bonds ki 1140 37475 - - (13349 - - - 567 - 57
Deemed contribution flomnon- 8 AFEHEIR
controling interests BRELE - - - - - - - - - 6,078 6,078
Capitalinjection by non-controling ~ FERTR#ER &
interests - - - - - - - - - 10 10
Share issued for acquisition of AUENB AR
subsiolaries ki 3218 6453 - - - - - - 61753 - 67753
Non-controling inferests arising BB ARFEL
from acauisition of subsidiaries JIHERER - - - - - - - - - 49 49
Changes nthe ownership interests 17885 =
in subsiciaries that donotresult ~ HliEZHBAR
inaloss of control EREEREY = = (18 - - - (670) - (689) 683 ()
Disposal of discontinued operations [ ER £ = = = - - - - - - 12847 12647
Share options lapsed BRAERE = = = = - (10 = 1,102 = = -
At 31 December 2011 and RoE——£
1 January 2012 TZA=+-Ak
===
-R-H 16412 574,663 563 53 1,742 3,064 (626)  (596,922) 8939 344 9,283
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Attributable to equity shareholders of the Company
ARRRESE AL
Convertible Share Accumul- Non-
Share Share Exchange Statutory bond option Other ated controlling Total

capital premium  reserve  reserve  reserve  reserve  reserve losses Total interests  equity
) Ej tE  TRKRE  ERE it Zit FER Bi

e & fitth e SRR it it i azt B 4F
HK$'000 HK$'000 HK$000 HK$000 HK$000 HKH000 HK$000 HK$000 HK$000  HK$000 HK$'000
TEn THr TEr TExr TEx TEn TEr TExr TEr TEr THEn

Loss for the period SRR - - - - - - - (46192 (6192 (10,061 (56,253)
Bxchange differences on translation  AEENHELA

offinancial statements of AR

overseas subsidiaries EREE - - % - - - - - 5 @ A
Exchangereserve released upon  (HER R FEHE

disposal of discontinued REERGE

operations - - 170 - - - - - 170 - 1

Total comprehensive income/ AHERERA/

(expenses) for the period (Hx)e® - - 195 - - - - (46,192  (45907) (10,065  (56,062)
Issue of placing shares BARERR 6,565 4,014 - - - - - - 10,579 - 10579
Issue of right shares RRRG 9,847 - - - - - - - 9,847 - 984
Share options lapsed BAERE - - - - - {18m - 1877 - - -
Acquistion of subsidiary WENEBAR - - - - - - - - - (2529 (259
Reversal of upon disposal of HEERLERE

discontinued operation & - - - - - - 670 (670) - (2462  (2,462)
At 31 December 2012 RZE——F

+oRTH-R mM 518 ) 5 M2 1487 M B0 (1663) (12435  (29067)
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Gonso idated Statement of Cash Flows

Eﬁl \Z\: = i%
/\\/__]—\ j:L /1L ==4 For the year ended 31 December 2012 HZE—F—

—E+—A=1+—HIFE

2012
—E—_F
HK$'000 HK$'000
FERT FAT
Operating activities KK
Loss before taxation 00
From continuing operations REFFELEER (27,430) (41,778)
From discontinued operations KEBERIEER (28,823) (70,032)
Adjustments for: FEE -
Depreciation e 2,025 1,602
Property, plant and equipment written off ME - RE MR EE — 812
Inventories written off FEHE - 18
Loss/(gain) on disposal of discontinued HEB LI EBEE (W)
operations 4,647 (16,672)
Gain on fair value changes on derivative TSI E AT EEFHNEE
financial instruments (11,572) (76,180)
Gain on reversal of impairment loss or B & AR B R U e
investment deposits (41,000) —
Impairment loss on intangible assets EEEREEE - 46,364
Impairment loss on goodwill B REERE 14,329 10,906
Impairment loss on investment deposits KA e RERBE - 41,000
Impairment loss on associate BrE N BlREEE 15,220 15,428
Impairment loss on jointly controlled entities £ [F]12 4 & 425 B &5 18 127 —
Amortisation of intangible assets #ﬁ%éﬁ?%&ﬁﬁ 11,663 6,256
Fair value change on trading security B 5BSFNTEEE 542 =
Loss on disposal of property, plant and HEME « BERREEER
equipment 58 —
LLoss on early redemption of promissory REEEA N ZRER
notes - 2,979
Loss on restructuring of promissory notes EHEH B2 B8 - 5,570
Share of losses on associate DG EE &N R ETHE 1,335 780
Share of losses on jointly controlled entities 2k H[FE32 4| F 42 E1E 1,373 1,091
Allowance for impairment of doubtful debts ~ FBRF (AR 79 1,000
Provision for onerous contracts EEE R - 1,052
Interest income FESA (46) (20)
Finance costs & pk AN 32,129 20,007
Operating loss before changes in EEESBHAI 2 REHE
working capital (25,344) (49,817)
Decrease/(Increase) in trade and Z 5 MEMERFIERL
other receivables ($&0) 28,457 (48,732)
Increase in trade and other payables B 5 K E At FE A5 FRIEE N 6,142 29,459
Cash generated from/(used in) operations R %K EB(FTA)2RE 9,255 (69,090)
Tax paid BERHIE
PRC Enterprise Income Tax R Bl ZE PSR - (5)
Net cash generated from/(used in) REEIEE(FrA)Z
operating activities HEFEE 9,255 (69,095)
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2012 2011
—E-—F —=—F
HK$'000 HK$'000
FERT FAT
Investing activities RETH
Payments for purchase of property, plant and FEEE Y - BE X
equipment BB (2,682) (7,727)
Proceeds from disposal of property, plant and HE 42 - GE K&
equipment RIS IR 800 43
Payments for purchase of intangible assets LB E #E & E N K — (9,850)
Payments for investment in jointly controlled gt LRI HIE 82 7 I8 &3k
entities — (1,500)
Advance to an associate ElH=VNSIEER (2,054) —
Payment for purchase of trading Security BEESIHFNHK (1,523) —
Interest received BHF B 46 20
Disposal of discontinued operations, net HEDRKRIEERCGRERA
inflow of cash FEE) 6,969 1,961
Acquisition of subsidiaries, WHEMBARICGRER
net outflow of cash FEE) (14,999) (2,500)
Payments for investment deposit THEERT & — (5,000)
Net cash used in investing activities REZBFARE TR (13,443) (24,553)
Financing activities REEE
Increase in interest bearing loan STEEIEN 165,000 —
Repayments of convertible bonds BEAIBMRES (50,000 —
Repayments of interest bearing loan BERETEBEX (42,400) (8,218)
Proceeds from issuance of BT IRIE SRS IE
convertible bonds — 50,000
Repayments of promissory notes BEALER (91,899) (15,000)
Repayments of finance leases BERMEHEE (838) (226)
Proceeds from issuance of shares, BT TS SR B (IR IR D B 1T
net of share issue costs FXAR) 20,426 100,413
Decrease/(increase) in restricted SRHIERITF RO, (1)
bank deposits 7 (81)
Interest paid BFIE (28,699) (250)
Further interest in subsidiaries R B AR 2 — P — ®)
Capital injection by non-controlling interests ~ FEIEIREZS T E — 10
Net cash (used in)/generated from BMETEE(FrH) EBELXz
financing activities REFH (28,399) 126,643
Net (decrease)/increase in cash and RERBESESEYORD), 18
cash equivalents FE (32,587) 32,995
Cash and cash equivalents at R—A—HZERER
1 January REZEY 37,101 4,049
Effect of foreign exchange rate changes EXRS > &E 35 57
Cash and cash equivalents at RT-—A=+—HzEER
31 December REZEEY 4,549 37,101
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Consolidated Statement of Cash Flows

HEaRER

2012 2011
—E-=F —T——F
HK$’000 HK$'000
FHET FAT
Analysis of cash and cash equivalents BERBAESEEYOMN
Continuing operations: FHEISE 5T
Bank balances and cash RITHESBR LR ® 4,491 37,101
Discontinued operations (note 11(c)): BRI R (FIRE11(0) ¢
Bank balances and cash RITHEBRRR S 58 —
4,549 37,101
Note for Non-cash transaction: HBEEXZMET -
(@ In 2011, the Group entered into a finance lease arrangement in respect of  (a) R-Z——F » AEBE N HERBFERNREE
property, plant and equipment with the total capital value at the inception of 1,441,000 T2 W% - BB MERHIIVHEHER
the leases of HK$1,441,000. o
(o) In 2011, the Group acquired certain subsidiaries by way of allotment and (b)) AZZT——4F - NEFE AR B R BEITARRQ TS
issue of the new shares of the Company as part of the consideration for EAWERE B2 A NWES THB AR - X
the acquisition. Detalils of the transaction are set out in the note 36 to the St BRI IS R E36
financial statements.
(©) In 2011, the Group entered into an agreement with the holder of promissory  (c) R-Z——F » AEEEA K ZEHE AL H

notes to which convertible bonds with principal amount of HK$60,000,000
was issued to the holder of promissory notes as repayment of existing
promissory note in the sum of HK$61,855,670. Details of the transaction are

set out in the note 30 to the financial statements.

The accompanying notes form part of these financial statements.
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Notes to the Financial Statements
E\ﬁ ﬂz% i&% Mq EJ\:E For the year ended 31 December 2012 HZE—T——F+_-_A=+—HItFE

1.

GENERAL INFORMATION

The Company was incorporated and registered in Hong
Kong on 13 October 2000. The shares of the Company are
listed on the GEM of the Stock Exchange. The address of
the registered office and principal place of business of the
Company are at Room A, 9th Floor, Fortis Tower, 77-79
Gloucester Road, Wanchai, Hong Kong.

The principal activity of the Company is investment holding.
Its subsidiaries are principally engaged in investment holding,
the provision of tourist routes and tour related service, and
entertainment programme production and advertising and
trading of security.

During the year ended 31 December 2012, the Company
ceased the operation of stage drama and entertainment
segment as discontinued operation.

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

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

The HKICPA has issued certain amendments and
interpretations which are or have become effective. It
has also issued certain new and revised HKFRSs which
are first effective or available for early adoption for the
current reporting period of the Group and the Company.
Note 3 provides information on initial application of these
developments to the extent that they are relevant to the
Group for the current and prior reporting periods reflected
in these financial statements.

. —RE&EH

AARIR=—EEEF+A+=REEBTM
BN R ERE - BRI B R ATl R L -
AARZAMPEER T B LBt
BEBBTELITET7-795 5 B AREIEA

=
E=d

ARRZEBLHARALER - HHBAF
FERFRADBR  REBAB SRR
FERAIRTS - AREAET A REMEE S U REES
%O

HE_Z——F+-_A=1t—HIFE K
NERIFEARBRER MIREETE - ZEK
BERIEFER -

EXEHBUREE

(a) &1REH
EFEHRRDZBEESHMAE
(IB5esmag ) BmzMEER
EBVERELEN([EBYBREE
Bl - WXER AT A E RSB0
HEER  BESHER(EEIE
Al RBRBH#RE)  BEARGHER
BIREB LRI 2 BEARTHRE - It
EMEMRNETERHARZANER
ARIRIERES ERAI(TAIZER ET
RAI ZEREERTE - AEBATHA
ZERSHBEBESHN T

FEGREAGERME TIRIEARK
BEAEMZ BRI LRRE  HITERMmET
el RGBT BB BRELED - MA
FAERINAEB R AR R AREMEE
IR AR EE R IR » VIRERZE
BN SR E A B 2 ZE RN P | BUE A MUATE
BERE 2B - SRHFFBRERR
MR- BRAERIEIIRHIGES
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Notes to the Financial Statements B &R Z= M1 5T

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EX&HBEHEE#2)
POLICIES (CONTINUED)

(b) Basis of preparation of the financial statements

(b) BEHmEERERE

The consolidated financial statements for the year ended
31 December 2012 comprise the Company and its
subsidiaries (together referred to as the “Group”).

The measurement basis used in the preparation of the
financial statements is the historical cost basis except
where otherwise stated in the accounting policies set out
below.

These financial statements are presented in Hong
Kong dollars, which is the Company’s functional
and presentation currency. Each entity in the Group
determines its own functional currency and items included
in the financial statements of each entity are measured
using that functional currency.

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

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

Judgements made by management in the application
of HKFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty
are discussed in note 41.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(b) Basis of preparation of the financial statements

2. EXEBERBIE(E)

(b) MBHRREREE(E)

(Continued)

In preparing the consolidated financial statements,
the directors have considered the future liquidity of
the Group in view of its net liabilities position as at 31
December 2012. The Group incurred a consolidated net
loss from operations attributable to equity shareholders
of the Company of approximately HK$46,192,000 for
the year ended 31 December 2012 (2011: net assets:
HK$68,878,000), and had consolidated net liabilities
of approximately HK$29,067,000 as at 31 December
2012 (2011: net asset HK$9,283,000). These conditions
indicate the existence of a material uncertainty which may
cast significant doubt on the Group’s ability to continue
as a going concern and therefore that it may be unable to
realise its assets and discharge its liabilities in the normal
course of business. Nevertheless, the directors are of the
opinion that the Group will be able to finance its future
working capital and financial requirements given that:

(1) The Company’s directors have agreed to provide
financial support as is necessary to enable the Group
to meet its liabilities as and when they fall due; and

(2) The Company is successful in obtaining credit line
from an authorized financial institution in Hong Kong.

Accordingly, the directors are of the opinion that it
is appropriate to prepare the consolidated financial
statements for the year ended 31 December 2012 on
a going concern basis. Should the Group be unable to
continue to operate as a going concern, adjustments
would have to be made to write down the value of
assets to their recoverable amounts, to provide for future
liabilities which might arise and to reclassify non-current
assets and non-current liabilities to current respectively.
The effect of these adjustments has not been reflected in
the consolidated financial statements.
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Notes to the Financial Statements B &R Z= M1 5T

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(c) Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. Control
exists when the Group has the power to govern the
financial and operating policies of an entity so as to obtain
benefits from activities. In assessing control, potential
voting rights that presently are exercisable are taken into
account.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that
control commences until the date that control ceases.
Intra-group balances and transactions and any unrealised
profits arising from intra-group transactions are eliminated
in full in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group transactions
are eliminated in the same way as unrealised gains but
only to the extent that there is no evidence of impairment.

Non-controlling interests (previously known as “minority
interests”) represent the equity in a subsidiary not
attributable directly or indirectly to the Company, and
in respect of which the Group has not agreed any
additional terms with the holders of those interests
which would result in the Group as a whole having a
contractual obligation in respect of those equity interests
that meets the definition of a financial liability. For each
business combination, the Group can elect to measure
any non-controlling interests either at fair value or at their
proportionate share of the subsidiary’s net identifiable
assets.

Non-controlling interests are presented in the
consolidated statement of financial position within equity,
separately from the equity attributable to the equity
shareholders of the Company. Non-controlling interests
in the results of the Group are presented on the face of
the consolidated income statement and the consolidated
statement of comprehensive income as an allocation of
the total profit or loss and total comprehensive income
for the year between the non-controlling interests and the
equity shareholders of the Company. Loans from equity
holders of non-controlling interests and other contractual
obligations towards these equity holders are presented
as financial liabilities in the consolidated statement of
financial position.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(c)

(d)

Subsidiaries and non-controlling interests
(Continued)

Changes in the Group’s equity interests in a subsidiary
that do not result in a loss of control are accounted for
as equity transactions, whereby adjustments are made to
the amounts of controlling and non-controlling interests
within consolidated equity to reflect the change in relative
interests, but no adjustments are made to goodwill and
no gain or loss is recognised.

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

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost less
impairment losses (see note 2(k)).

Associate and jointly controlled entities

An associate is an entity, not being a subsidiary or a joint
venture, over which the Group has significant influence
but not control or joint control, over its management,
including participation in the financial and operating policy
decisions, generally accompanying a shareholding of
between 20% and 50% of the voting rights.

A jointly controlled entity is an entity which operates
under a contractual arrangement between the Group
or Company and other parties, where the contractual
arrangement establishes that the Group or Company and
one or more of the other parties share joint control over
the economic activity of the entity.
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Notes to the Financial Statements B &R Z= M1 5T

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(d) Associate and jointly controlled entities (Continued)

An investment in an associate or a jointly controlled entity
is accounted for using the equity method, whereby the
investment is initially recognised at cost and adjusted
thereafter for the post-acquisition change in the Group’s
share of net assets of the associate or jointly controlled
entity, unless it is classified as held for sale or included
in a disposal group held for sale. The Group’s share of
the post-acquisition, post-tax results of the associate
or jointly controlled entity for the year, including any
impairment loss on goodwill relating to the investment
in an associate or jointly controlled entity recognised for
the year are recognised in the profit and loss whereas
the Group’s share of the post-acquisition post-tax items
of the associate’s or jointly controlled entity’s other
comprehensive income is recognised in the statement of
comprehensive income.

When the Group’s share of losses of an associate or a
jointly controlled entity equals to or exceeds its interest
in the associate or the jointly controlled entity, the Group
discontinues recognising its share of further losses. The
interest in an associate or a jointly controlled entity is
the carrying amount of the investment in the associate
or the jointly controlled entity under the equity method
together with any long-term interests that, in substance,
form part of the Group’s net investment in the associate
or the jointly controlled entity. After the Group’s interest
is reduced to zero, additional losses are provided for,
and a liability is recognised, only to the extent that the
Group has incurred legal or constructive obligations or
made payments on behalf of the associate or the jointly
controlled entity.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(d)

(e)

Associate and jointly controlled entities (Continued)
Unrealised profits and losses resulting from the Group’s
transactions with the associate or the jointly controlled
entity are eliminated to the extent of the Group’s relevant
interests in the associate or the jointly controlled entity,
except where unrealised losses provide evidence of
an impairment of the asset transferred, in which case
losses are recognised immediately in profit or loss for the
impairment.

The impairment loss is measured by comparing the
recoverable amount of the investment as a whole with its
carrying amount. The impairment loss is reversed if there
has been a favourable change in the estimates used to
determine the recoverable amount.

When the Group ceases to have significant influence
over an associate or joint control over a jointly controlled
entity, it is accounted for as a disposal of the entire
interest in that investee, with a resulting gain or loss being
recognised in profit or loss. Any interest retained in that
former investee at the date when significant influence
or joint control is lost is recognised at fair value and this
amount is regarded as the fair value on initial recognition
of a financial assets or, when appropriate, the cost on
initial recognition of an investment in an associate.

Goodwill
Goodwill represents the excess of

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

(i) the Group’s interests in the net fair value of the
acquiree’s identifiable assets and liabilities measured
as at the acquisition date.

When (i) is greater than (i), then this excess is recognised
immediately in profit or loss as a gain on a bargain
purchase.
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Notes to the Financial Statements B &R Z= M1 5T

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
(e) Goodwill (Continued)

(f)

Goodwill is carried at cost less accumulated impairment
losses. For the purposes of impairment testing, goodwill is
allocated to each of the cash-generating unit, or groups
of cash-generating units that is expected to benefit from
the synergies of the combination.

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, or more
frequently whenever there is indication that the unit may
be impaired. For goodwill arising on an acquisition in
a reporting period, the cash-generating unit to which
goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable
amount of the cash-generating unit is less than the
carrying amount of the unit, the impairment loss is
allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other assets
of the unit pro rata on the basis of the carrying amount of
each asset in the unit. Any impairment loss for goodwill
is recognised directly in profit or loss. An impairment loss
recognised for goodwill is not reversed in subsequent
periods.

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

Other investments in equity securities

The Group’s and the Company’s policies for investments
in equity securities, other than investments in subsidiaries,
are as follows:

Investments in equity securities are initially stated at fair
value, which is their transaction price unless fair value can
be more reliably estimated using valuation techniques
whose variables include only data from observable
markets. Cost includes attributable transaction costs,
except where indicated otherwise below. These
investments are subsequently accounted for as follows,
depending on their classification:
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(f) Other investments in equity securities (Continued)

Investments in securities held for trading are classified
as current assets. Any attributable transaction costs are
recognised in profit or loss as incurred. At the end of
each reporting period the fair value is remeasured, with
any resultant gain or loss being recognised in profit or
loss. The net gain or loss recognised in profit or loss does
not include any dividends or interest earned on these
investments as these are recognised in accordance with
the policies set out in note 2(u)(v) and 2(u)(vi).

Investments in equity securities that do not have a
quoted market price in an active market and whose fair
value cannot be reliably measured are recognised in the
statement of financial position at cost less impairment
losses (see note 2(K)).

Investments in securities which do not fall into any of
the above categories are classified as available-for-
sale securities. At the end of each reporting period the
fair value is remeasured, with any resultant gain or loss
being recognised in other comprehensive income and
accumulated separately in equity in the fair value reserve,
except foreign exchange gains and losses resulting
from changes in the amortised cost of monetary items
such as debt securities which are recognised directly in
profit or loss. Dividend income from these investments is
recognised in profit or loss in accordance with the policy
set out in note 2(u)(v) and, where these investments
are interest-bearing, interest calculated using the
effective interest method is recognised in profit or loss in
accordance with the policy set out in note 2(u)(v). When
these investments are derecognised or impaired (see
note 2(k)), the cumulative gain or loss is reclassified from
equity to profit or loss.

Investments are recognised/derecognised on the date
the Group commits to purchase/sell the investments or
they expire.
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Notes to the Financial Statements B &R Z= M1 5T

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(9)

(h)

Derivative financial instruments

Derivative financial instruments are recognised initially
at fair value. At the end of each reporting period the fair
value is remeasured. The gain or loss on remeasurement
to fair value is recognised immediately in profit or loss,
except where the derivatives qualify for cash flow hedge
accounting or hedge the net investment in a foreign
operation, in which case recognition of any resultant gain
or loss depends on the item being hedged.

Property, plant and equipment

The building component of leasehold properties held for
own use is stated in the statement of financial position at
their revalued amount, being their fair value at the date
of the revaluation less any subsequent accumulated
depreciation.

Revaluations are performed with sufficient regularity to
ensure that the carrying amount of these assets does
not differ materially from that which would be determined
using fair values at the end of each reporting period.

The other items of property, plant and equipment are
stated in the statement of financial position at cost less
accumulated depreciation and impairment losses (see
note 2(k)).

Changes arising on the revaluation of properties held for
own use are generally dealt with in other comprehensive
income and are accumulated separately in equity in the
asset revaluation reserve. The only exceptions are as
follows:

— when a deficit arises on revaluation, it will be charged
to profit or loss to the extent that it exceeds the
amount held in the reserve in respect of that same
asset immediately prior to the revaluation; and

— when a surplus arises on revaluation, it will be
credited to profit or loss to the extent that a deficit
on revaluation in respect of that same asset had
previously been charged to profit or loss.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EX&iHBEHE &)
POLICIES (CONTINUED)

(h) Property, plant and equipment (Continued) (h) 1% - BERRE(E)

The cost of self-constructed items of property, plant
and equipment includes the cost of materials, direct
labour, the initial estimate, where relevant, of the costs of
dismantling and removing the items and restoring the site
on which they are located, and an appropriate proportion
of production overheads and borrowing costs (see note
2(w)).

Gains or losses arising from the retirement or disposal of
an item of property, plant and equipment are determined
as the difference between the net disposal proceeds
and the carrying amount of the item and are recognised
in profit or loss on the date of retirement or disposal.
Any related revaluation surplus is transferred from
the revaluation reserve to retained profits and is not
reclassified to profit or loss.

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

— Buildings situated on leasehold land are depreciated
over the shorter of the unexpired term of lease and
their estimated useful lives, being no more than 50
years after the date of completion.

— Leasehold improvements are depreciated over the
shorter of the unexpired term of lease and their
estimated useful lives, being no more than 20 years
after the date of completion.

— Furniture, fixtures and equipment 5 years
— Drama equipment 1 year
— Motor vehicles 10 years

Where parts of an item of property, plant and equipment
have different useful lives, the cost or valuation of the
item is allocated on a reasonable basis between the parts
and each part is depreciated separately. Both the useful
life of an asset and its residual value, if any, are reviewed
annually.
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Notes to the Financial Statements B &R Z= M1 5T

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(i)

Intangible assets (other than goodwill)
Intangible assets are identifiable non-monetary asset
without physical substance.

Expenditure on research activities is recognised as an
expense in the period in which it is incurred. Expenditure
on development activities is capitalised if the product or
process is technically and commercially feasible and the
Group has sufficient resources and intention to complete
the development, it is probable that the expected future
economic benefits that are attributable to the asset
will flow to the Group and the asset can be measured
reliably. The expenditure capitalised includes the costs of
materials, direct labour, and an appropriate proportion of
overheads and borrowing costs, where applicable (see
note 2(v)). Capitalised development costs are carried
at cost less accumulated amortisation and impairment
losses (see note 2(k)). Other development expenditure
and expenditure on internally generated goodwill are
recognised as an expense in the period in which it is
incurred.

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

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

— Exclusive operating licenses 5 years

— Travel agent licenses 10 years

The period of amortisation are reviewed annually.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(i)

)

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

Leased assets

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to use
a specific asset or assets for an agreed period of time
in return for a payment or a series of payments. Such
as determination is made based on an evaluation of
the substance of the arrangement and is regardless of
whether the arrangement takes the legal form of a lease.

() CLASSIFICATION OF ASSETS LEASED TO THE
GROUP
Assets that are held by Group under leases which
transfer to the Group substantially all the risks and
rewards of ownership are classified as being held
under finance leases. Leases which do not transfer
substantially all the risks and rewards of ownership to
the Group are classified as operating leases.
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Notes to the Financial Statements B &R Z= M1 5T

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(i) Leased assets (Continued)

(1)

()

ASSETS ACQUIRED UNDER FINANCE LEASES
Where the Group acquires the use of assets under
finance leases, the amounts representing the fair
value of the leased asset, or, if lower, the present
value of the minimum lease payments, of such assets
are included in fixed assets and the corresponding
liabilities, net of finance charges, are recorded as
obligations under finance leases. Depreciation is
provided at rates which write off the cost or valuation
of the assets over the term of the relevant lease or,
where it is likely the Group will obtain ownership of
the asset, the life of the asset, as set out in note 2(h).
Impairment losses are accounted for in accordance
with the accounting policy as set out in note 2(k).
Finance charges implicit in the lease payments
are charged to profit or loss over the period of the
leases so as to produce an approximately constant
periodic rate of charge on the remaining balance of
the obligations for each reporting period. Contingent
rentals are charged to profit or loss in the reporting
period in which they are incurred.

OPERATING LEASE CHARGES

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

The cost of acquiring land held under an operating
lease is amortised on a straight-line basis over the
period of the lease term except where the property
is classified as an investment property or is held for
development for sale.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(k) Impairment of assets

()

IMPAIRMENT OF INVESTMENTS IN EQUITY
SECURITIES AND OTHER RECEIVABLES
Investments in equity securities (and other current
and non-current receivables that are stated at cost or
amortised cost or are classified as available-for-sale
securities are reviewed at the end of each reporting
period to determine whether there is objective
evidence of impairment. Objective evidence of
impairment includes observable data that comes to
the attention of the Group about one or more of the
following loss events:

— significant financial difficulty of the debtor;

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

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

— significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor; and

— a significant or prolonged decline in the fair value
of an investment in an equity instrument below its
cost.

If any such evidence exists, any impairment loss is
determined and recognised as follows:

— For investments in subsidiaries, associate
and jointly controlled entities (including those
recognised using the equity method (see note
2 (c) and (d))), the impairment loss is measured
by comparing the recoverable amount of
the investment with its carrying amount in
accordance with note 2(k)(ii). The impairment
loss is reversed if there has been a favourable
change in the estimates used to determine the
recoverable amount in accordance with note
2(K)(ii).
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Notes to the Financial Statements B &R Z= M1 5T

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
(k) Impairment of assets (Continued)
() IMPAIRMENT OF INVESTMENTS IN EQUITY
SECURITIES AND OTHER RECEIVABLES
(CONTINUED)

For unquoted equity securities carried at cost,
the impairment loss is measured as the difference
between the carrying amount of the financial asset
and the estimated future cash flows, discounted
at the current market rate of return for a similar
financial asset where the effect of discounting is
material. Impairment losses to equity securities
are not reversed.

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

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised, the
impairment loss is reversed through profit or
loss. A reversal of an impairment loss shall not
result in the asset’s carrying amount exceeding
that which would have been determined had no
impairment loss been recognised in prior years.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(k) Impairment of assets (Continued)

()

()

IMPAIRMENT OF INVESTMENTS IN EQUITY
SECURITIES AND OTHER RECEIVABLES
(CONTINUED)

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

IMPAIRMENT OF OTHER ASSETS

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

— property, plant and equipment (other than
properties carried at revalued amounts);

— prepaid lease payments classified as being held
under an operating lease;

— intangible assets; and
— goodwill.

If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for goodwill,
intangible assets that are not yet available for use and
intangible assets that have indefinite useful lives, the
recoverable amount is estimated annually whether or
not there is any indication of impairment.
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Notes to the Financial Statements B &R Z= M1 5T

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
(k) Impairment of assets (Continued)
() IMPAIRMENT OF OTHER ASSETS (CONTINUED)

Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its fair value less costs to sell and value
in use. In assessing value in use, the estimated
future cash flows are discounted to their present
value using a pre-tax discount rate that reflects
current market assessments of time value
of money and the risks specific to the asset.
Where an asset does not generate cash inflows
largely independent of those from other assets,
the recoverable amount is determined for the
smallest group of assets that generates cash
inflows independently (i.e. a cash-generating
unit).

Recognition of impairment losses

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

Reversals of impairment losses

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

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

74 TLT LOTTOTAINMENT GROUP LIMITED FREEE B R A A

2. EXEBERBIE(E)

(k) EEREGE)
() EmbZEREE)

R E A g DS

BEZEEEBIEQFE
B ERAREREEME T
ZBeE - - HAEAEER
IR E BT 58 K8 E(E
ZHEMZREERERR Z
BRITATREIR R - BRIR(EET R K
Ren82HRE - WXRE
EVEEESEBYNEME
EMELEEZRERA - AIK
CERERBYELERESRALZ
RHAEEAS (AREELE

fL)EERE o

HERBE R

MR EEXEMBREELSE
fzREERSNEKRE S
- BenBEaRAERME
BiE - gEeELBUERZ
HEBESEEELDE - N
BMAEDREEZREEELEM
(HZAEN) 2 EAEHEZK
H1E - AR OIR D% B AL
(BN REMEE 2R
H{E - EEEZREENSRE
EENE BRI A FER L EX
AL FREE(EEEE ) &R
F2 2 -

R E R R Ol
REEMIINZEEMS @ WA
REEAIRE SR bt 3R
BN B EEER T &
B o B 2R E R BT &
[B] o

MEBEREDDABEFEE
EYERRREBENRER
EZHEEREERR - BE
BEREEDNERRED ZFE
FTARBERR ©



2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
(k) Impairment of assets (Continued)

() INTERIM FINANCIAL REPORTING AND IMPAIRMENT
Under the GEM listing rules, the Group is required
to prepare an interim financial report in compliance
with HKAS 34, Interim financial reporting, in respect
of the first six months of the financial year. At the end
of the interim period, the Group applies the same
impairment testing, recognition and reversal criteria
as it would at the end of the financial year (see notes

2(K)() and 2(K)(ii).

Impairment losses recognised in an interim period in
respect of goodwill, available-for-sale equity securities
and unlisted equity securities carried at cost are not
reversed in a subsequent period. This is the case
even if no loss, or a smaller loss, would have been
recognised had the impairment been assessed only
at the end of the financial year to which the interim
period relates.

() Trade and other receivables

Trade and other receivables are initially recognised at
fair value and thereafter stated at amortised cost less
allowance for impairment of doubtful debts (see note 2(k)),
except where the receivables are interest-free loans made
to related parties without any fixed repayment terms or
the effect of discounting would be immaterial. In such
cases, the receivables are stated at cost less allowance
for impairment of doubtful debts (see note 2(k)).
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Notes to the Financial Statements B &R Z= M1 5T

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. EXEiHBEEE &)
POLICIES (CONTINUED)

(m) Convertible bonds

(m) AR ES

Convertible bonds issued by the Company are classified
separately as financial liabilities and equity in accordance
with the substance of the contractual arrangements
and the definitions of a financial liability and an equity
instrument. Conversion option that will be settled by the
exchange of a fixed amount of cash or another financial
asset for a fixed number of the Company’s own equity
instruments is an equity instrument.

CONVERTIBLE BONDS THAT CONTAIN AN EQUITY
COMPONENT

At the date of issue, the fair value of the liability
component is estimated using the prevailing market
interest rate for similar non-convertible instruments. This
amount is recorded as a liability on an amortised cost
basis using the effective interest method until extinguished
upon conversion or at the instrument’s maturity date.

The conversion option classified as equity is determined
by deducting the amount of the liability component from
the fair value of the compound instrument as a whole.
This is recognised and included in equity, net of income
tax effects, and is not subsequently remeasured. In
addition, the conversion option classified as equity will
remain in equity until the conversion option is exercised,
in which case, the balance recognised in equity will be
transferred to share premium. Where the conversion
option remains unexercised at the maturity date of the
convertible note, the balance recognised in equity will
be transferred to retained earnings. No gain or loss is
recognised in profit or loss upon conversion or expiration
of the conversion option.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(m) Convertible bonds (Continued)

(n)

(p)

CONVERTIBLE BONDS THAT CONTAIN AN EQUITY
COMPONENT (CONTINUED)

Transaction costs that relate to the issue of the
convertible bonds are allocated to the liability and equity
components in proportion to the allocation of the gross
proceeds. Transaction costs relating to the equity
component are recognised directly in equity. Transaction
costs relating to the liability component are included in
the carrying amount of the liability component and are
amortised over the lives of the convertible bonds using
the effective interest method.

CONVERTIBLE BONDS THAT DO NOT CONTAIN AN
EQUITY COMPONENT

Conversion bonds that is classified as derivative financial
liability at fair value through profit or loss are re-measured
at the end of each reporting period subsequent to initial
recognition with changes in fair value recognised directly
in the profit or loss in the period in which they arise.

Promissory notes

Promissory notes are recognised initially at their fair value
and subsequently measured at amortised cost, using the
effective interest rate method.

Trade and other payables

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

Cash and cash equivalents

Cash and cash equivalents comprise cash at banks and
on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments
that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes
in value, having been within three months of maturity
at acquisition. Bank overdrafts that 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 for the purpose of the consolidated
statement of cash flows.
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Notes to the Financial Statements B &R Z= M1 5T

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
(q) Employee benefits

()

(1)

SHORT TERM EMPLOYEE BENEFITS AND
CONTRIBUTIONS TO DEFINED CONTRIBUTION
RETIREMENT PLANS

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement
plans and the cost of non-monetary benefits are
accrued in the year in which the associated services
are rendered by employees. Where payments or
settlement is deferred and the effect would be
material, these amounts are stated at their present
values.

SHARE-BASED PAYMENTS

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

During the vesting period, the number of share
options that is expected to vest is reviewed. Any
adjustment to the cumulative fair value recognised
in prior years is charged/credited to profit or loss for
the year of the review, unless the original employee
expenses qualify for recognition as an asset, with a
corresponding adjustment to the capital reserve. On
vesting date, the amount recognised as an expense
is adjusted to reflect the actual number of options
that vest (with a corresponding adjustment to the
capital reserve) except where forfeiture is only due
to not achieving vesting conditions that relate to the
market price of the Company’s shares. The equity
amount is recognised in the capital reserve until either
the option is exercised (when it is transferred to the
share premium account) or the option expires (when
it is released directly to retained profits/accumulated
losses).
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
(a) Employee benefits (Continued)

(r)

() 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.

Income tax

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

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

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being
the differences between the carrying amounts of assets
and liabilities for financial reporting purposes and their tax
bases. Deferred tax assets also arise from unused tax
losses and unused tax credits.
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Notes to the Financial Statements B &R Z= M1 5T

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(r)

Income tax (Continued)

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

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

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively enacted
at the reporting period. Deferred tax assets and liabilities
are not discounted.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(r)

Income tax (Continued)

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

Additional income taxes that arise from the distribution
of dividends are recognised when the liability to pay the
related dividends is recognised.

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

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

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

— the same taxable entity; or

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

2. EXEBEREBIE(E)
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Notes to the Financial Statements B &R Z= M1 5T

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
(s) Financial guarantees issued, provisions and
contingent liabilities
()  FINANCIAL GUARANTEES ISSUED

Financial guarantees are contracts that require
the issuer (i.e. the “guarantor”) to make specified
payments to reimburse the beneficiary of the
guarantee (the “holder”) for a loss the holder incurs
because a specified debtor fails to make payments
when due in accordance with the terms of a debt
instrument.

Where the Group issues a financial guarantee, the
fair value of the guarantee (being the transaction
price, unless the fair value can otherwise be reliably
estimated) is initially recognised as deferred income
within trade and other payables. Where consideration
is received or receivable for the issuance of the
guarantee, the consideration is recognised in
accordance with the Group’s policies applicable to
that category of asset. Where no such consideration
is received or receivable, an immediate expense is
recognised in profit or loss on initial recognition of any
deferred income.

The amount of the guarantee initially recognised
as deferred income is amortised in profit or loss
over the term of the guarantee as income from
financial guarantees issued. In addition, provisions
are recognised in accordance with note 2(t)(ii) if
and when (i) it becomes probable that the holder
of the guarantee will call upon the Group under the
guarantee, and (ii) the amount of that claim on the
Group is expected to exceed the amount currently
carried in trade and other payables in respect of that
guarantee i.e. the amount initially recognised, less
accumulated amortisation.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
(s) Financial guarantees issued, provisions and
contingent liabilities (Continued)

2. EXEBERBIE(E)

(s) Eﬁétﬂzﬁﬁiiﬁ% BERIRERE

)

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

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

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

()

)

(1)

REVENUE FROM LOTTERY-BASED MOBILE ONLINE
GAME RECHARGING SERVICES

Revenue from lottery-based mobile online game
recharging services is recognised when the related
services are provided.

REVENUE FROM TRAVEL AGENT SERVICES
Revenue from travel agent services is recognised
when the related services are provided.

REVENUE FROM STAGE DRAMA TICKETS SALES
Revenue from stage drama tickets sales and touring is
recognised when the tickets are sold.
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Notes to the Financial Statements B &R Z= M5

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(t)

(u)

Revenue recognition (Continued)

(IV) REVENUE FROM ENTERTAINMENT PROGRAMME
PRODUCTION AND ADVERTISING
Revenue from entertainment programme production
and advertising is recognised when the related
services are rendered.

(V) DIVIDENDS
Dividend income from unlisted investments is
recognised when the shareholder’s right to receive
payments is established.

Dividend income from listed investments is
recognised when the share price of the investment
goes ex-dividend.

(VI) INTEREST INCOME
Interest income is recognised as it accrues using the
effective interest method.

Translation of foreign currencies

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at the
foreign exchange rates ruling at the end of reporting
period. Exchange gains and losses are recognised in
profit or loss.

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction
dates. Non-monetary assets and liabilities denominated
in foreign currencies that are stated at fair value are
translated using the foreign exchange rates ruling at the
dates the fair value was determined.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(u) Translation of foreign currencies (Continued)

v)

The results of foreign operations are translated into
Hong Kong dollars at the exchange rates approximating
the foreign exchange rates ruling at the dates of the
transactions. Statement of financial position items,
including goodwill arising on consolidation of foreign
operations acquired on or after 1 January 2005, are
translated into Hong Kong dollars at the closing foreign
exchange rates ruling at the end of the reporting period.
The resulting exchange differences are recognised in
other comprehensive income and accumulated separately
in equity in the exchange reserve. Goodwill arising on
consolidation of a foreign operation acquired before
1 January 2005 is translated at the foreign exchange
rate that applied at the date of acquisition of the foreign
operation.

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

Borrowing costs

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

The capitalisation of borrowing costs as part of the cost
of a qualifying asset commences when expenditure for
the asset is being incurred, borrowing costs are being
incurred and activities that are necessary to prepare
the asset for its intended use or sale are in progress.
Capitalisation of borrowing costs is suspended or ceases
when substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are
interrupted or completed.
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Notes to the Financial Statements B &R Z= M5

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
(w) Related parties
(@) A person, or a close member of that person’s family, is
related to the Group if that person:

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of the key management personnel
of Group or the Group’s parent;

(b) An entity is related to the Group if any of the following
conditions applies:

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

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

(i) Both entities are joint ventures of the same third
party.

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

(v) The entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group.

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

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

Close members of the family of a person are those family

members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

(x)

v)

Segment reporting

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

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

Discontinued operations

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

Classification as a discontinued operation occurs upon
disposal. It also occurs if the operation is abandoned.

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

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

— the post-tax gain or loss recognised on the
measurement to fair value less costs to sell, or on
the disposal, of the assets or disposal group(s)
constituting the discontinued operation.
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Notes to the Financial Statements B &R Z= M5

3. CHANGES IN ACCOUNTING POLICIES

In the current year, the company initially applied the following
Hong Kong Financial reporting Standards:

Amendments to Disclosures — Transfers of Financial
HKFRS 7 Assets

Amendment to Recovery of Underlying Assets
HKAS 12

The initial application of these Hong Kong Financial Reporting
Standards does not necessitate material changes in the
Company’s accounting policies or retrospective adjustments
of the comparatives presented.

. TURNOVER

The Group’s turnover comprises the provision of travel agent
services, advertising and marketing services and trading of
security.

For the year ended 31 December 2012, the Group ceased
the business of provision of artists management services and
operation of stage drama as set out in note 11.

For the year ended 31 December 2011, the Group ceased
the business of provision of lottery-based mobile on-line
game recharging services as set out in note 11.
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4. TURNOVER (CONTINUED)

4.

The amount of each significant category of revenue
recognised in turnover during the year is analysed as follows:

Continuing operations

£ 316

RER REXBTIERZZTREIBZRAR

allleox-bap g U N

2012
—E——F
HK$°000

TR

2011
—E——F
HK$'000
FET
(represented)

(B37%)

— Advertising and marketing services ~ — & & &L R 6,177 —
— Revenue from travel agent services — — jixiis (I8 FRFS UL 25 17,017 24,176
23,194 24,176
Discontinued operations BRIEFER

— Artists management income —BAERIKA
(note 11a) (Hfat11a) 277 1,179

— Revenue from stage drama —FaFRBEWE
(note 11a) (KizE11a) 397 125

— Mobile recharging service income — FHFEERFEUA
(note 11a) (KizE11a) - 152
674 1,456
23,868 25,632
. OTHER INCOME AND GAIN, NET 5. HibUgARKIRFE

Continuing operations Discontinued operations Consolidated
FECEEE BRIEER &e
2012 2011 2012 2011 2012 2011
~%-=f %% =%--fF F-F ZFF “TF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER ThL TR TEL TAL THr
Other income HitgA
Interest income from banks HTHBMA 46 20 - - 46 20
Sundry income HEWA 105 187 104 216 209 403
151 207 104 216 255 423
Gain, net G
Change in fair valug on trading ~ EAXEEATE
of security #E (542) - - - (542) -
(542 - - - (542 -
(391) 207 104 216 (287) 423
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Notes to the Financial Statements B4 &R 3% M=

6. LOSS BEFORE TAXATION 6. BaBimiEsE
Loss before taxation is arrived at after charging: BREEATEBEE R T3S IE ¢

Continuing operations Discontinued operations Consolidated
BEGEER BRIEER &e
2012 2011 2012 2011 2012 2011

~%--f %% =%--fF TF ZF-F “TF
HK§000  HK$000  HK$000  HKS000  HK$000  HKS000
TERL TAT TER TAT TER TAT

(a) Finance costs AERA
Interest on bank advances ARREREHEEL
and other borrowings wholly ~ {TBRREMES

repayable within five years ZF18 14,188 - - - 14,188 -
Interest on promissory notes A ZE 72 FE 8,105 15,761 - - 8,105 15,761
Interest on convertible bond ~ ATERES ZFIE 2,398 2,398 - - 2,398 2,398
Interest on finance lease REHREZFIE 48 63 12 - 60 63
Others Hity 63 (6) 993 193 1,056 187

Total interest expense on UIEAFER ABE
financial liabiliies not at far 2 & BAEZFIEE
vaethoughprofitorloss 448 %802 18216 1,005 193 25807 18409

Interest on convertible bond AR ER 2 I8 6,322 1,598 - - 6,322 1,598

Interest expense on financial ~ HAFEFAEHEZ S
liabilities at fair value through BB FISHX

profit or loss 6,322 1,598 - - 6,322 1,598
31,124 19,814 1,005 193 32,129 20,007
(b) Staff costs (including BIRA(BHE
directors’ remuneration) £ )
Contributions to defined TR TRIRG Bl f
contribution retirement plans X 164 219 12 - 176 219
Social security costs HERERR 423 562 - 43 423 605
Salaries, wages and other Hé  TARHMERN
benefits 5,872 13,389 4,435 298 10,307 13,687
6,459 14,170 4,447 341 10,906 14,511
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LOSS BEFORE TAXATION (CONTINUED) 6. BRBIEISEE)
Loss before taxation is arrived at after charging: (Continued) BrEIATESIBE HIBR T 7% 18 : ()

Continuing operations  Discontinued operations Consolidated
BELERE BRI g8
2012 2011 2012 2011 2012 2011

2§ %% CZB-Z§ —T——% CZB-Zf —T——F%
HK$000  HK$000  HK$'000  HKS000  HK$000  HK$000
TEr FAL Fhr FAL Fhr FAL

(c) Otheritems HitEH

Depreciation ik

— leased assets -HEEE 269 202 91 = 360 202

— Own assets -BHEE 111 988 1,554 412 1,665 1,400
Auditors’ remuneration BEME

— current year —AEE 566 408 40 - 606 408
Operating lease chargesin ~~ #1%M 4 2 FLHE

respect of property rental FX 1,053 4913 2,551 156 3,604 5,069
Property, plant and equipment  #1%  BiE R &

written off - 812 - - - 812
Inventories written off FEHsA - 18 - - - 18
Allowance for impaimentof ~ REEF(ERE

doubtful debt 79 1,000 - - 79 1,000
Loss on disposal of property, — HEWE - BE k&

plant and equipment B2 58 - - - 58 -
Amortisation of intangible BREAESH

assets 93 6,064 11,570 192 11,663 6,256
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Notes to the Financial Statements B4 &R 3% M=

7. TAXATION IN THE CONSOLIDATED INCOME 7. &ZalissRkAzHlE

STATEMENT
(@) Taxation in the consolidated income statement
represents:

Continuing operations

(a) FEWFBRAZBIARE :

Discontinued operations Consolidated

BRIEXH &e
2012 2011 2012 2011

“®-=f -T—F -P--f T &
HK$'000 HK$'000 HK$'000 HK$'000

TiER TR TiER TAL

Current tax e
Provision of PRC FEERPEMLE
Enterprise Income Tax FriahiE
for the year - - - - 5
Deferred tax (note 31(a)) BEREW2517)
Origination and reversal of ~ ERZR7EA R
temporary differences &m - - (6) - 6)
- - 6) - (1)

No provision for Hong Kong Profits Tax has been made as
the Group has no estimated assessable profits arising in
Hong Kong for the years ended 31 December 2012 and
2011. PRC Enterprise Income Tax is computed according
to the relevant legislation, interpretations and practices
in respect thereof during the year. The applicable PRC
income tax rate is 25% (2011: 25%).
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. TAXATION IN THE CONSOLIDATED INCOME 7. ZGAaWERAZHIE(E)
STATEMENT (CONTINUED)
(b) Reconciliation between tax expense and accounting

loss at applicable tax rates:

ZHER

(b) BIRMXEREABERGE 2SR

Continuing operations  Discontinued operations Consolidated
BESEER BRIEEK e
2012 2011 2012 2011 2012 2011
“§-2f % C-%-°f T -F C-®--F —2-F
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
TEr FAL Fhr FAL Thr FhEL

Loss before taxation BREAIEE (27,430) (41,778) (28,823) (70,032) (56,253) (111,810)
Tax calculated at the BREBRE AR,

applicableratesinthe tax ~ @AH K E KB

jurisdictions concerned (4,526) (6,893 (4,756) (11,555) (9,282) (18,448)
Tax effect on non-deductile R ATHIFi % 2 K5

eXPenses 7 8,800 18,687 11,681 14,344 20,481 33,031
Tax effect of non-taxable BERRA 2 B

income e (4,547) (12,802) (7,124) (2,789) (11,6M) (15,591)
Tax effect of unused tax AERAHAREER

losses not recognised B2 - 994 199 - 199 994
Utlisation of tax loss E k) 273 - - - 213 -
Tax effect of temporary REEABA L ERZ

differences unrecognised BRIk 2

for the year - 19 - - - 19
Tax effect on reversal of REELEHEEEL

deferred tax liability iy 7 - = - (6) - (6)
Actual tax expense/(credit)  BEHIBES/(H%) - 5 - (6) - (1)
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Notes to the Financial Statements B4 &R 3% M=

8. DIRECTORS’ REMUNERATION 8. EEfg
Directors’ remuneration disclosed pursuant to section 161 of RIBBEBRAEHIE161IEIEE 2 EEWE
the Hong Kong Companies Ordinance is as follows: W

Salaries,
allowances Retirement Share based
Directors’ and benefits scheme payment
fees in kind contributions (note viii)

AR 3 2

= ER 2R
EZHE REVAE BRAKGEMR (W) At
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
TER TET TRT TET TER

2012 —E-C_F:
Executive Directors HITEE
Cheung Man Yau, Timothy R (Hizt)

(note i) - 626 4 - 630
Chan Kin Yip, Keith (note i BREEZ (Hiiti) - 294 3 - 297
Lee Chi Shing, Caesar (note i) (AT - 48 4 - 52
Cheung Sze Man (note iv) BT 2v) - 47 4 - 51
Au Yeung Yiu Chung (note v) NG oz, - 140 7 - 147
Chan Yun Fai (note vi) BRRE (fzvi) - 140 7 - 147
Yip Man Yi (note vii) B (Hratvi) - 167 9 - 176
Independent Non-executive ~ By F#HTES

Directors
Sung Wai Tak, Herman (note vii) K& (#2vii) 15 - - - 15
Wong Lit Chor, Alexis (note ix) B2ZA(H2ix) 1 - - - 1
Fung Wai Shing (note x) ISR (i) 27 - - - 27
Chiu Koon Shou (note xi) HWEE (W itx) 64 - - - 64
Li Kwok Chu (note xi) ZEH (A i2xi) 69 - - - 69
Lau Shu Yan (note xii) N 53 - - - 53

239 1,462 38 - 1,739
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8. DIRECTORS’ REMUNERATION (CONTINUED)

8. EEM&(#F

Salaries,
allowances Retirement Share based
Directors’ and benefits scheme payment
fees in kind contributions (note viii)
U B
2= 1 HEff 2R
EZme REVANE BASEMR (W) st
HK$'000 HK$’000 HK$’000 HK$’000 HK$’000
TR TER TET TR TERT
2011: —E——fF:
Executive Directors HITEE
Wong Wai Sing EES 50 900 5 - 955
Cheung Man Yau, Timothy R (it
(note i) 120 1,560 12 — 1,692
Chan Kin Yip (note i) BREEZE (i) — 1,170 12 — 1,182
Lee Chi Shing, Caesar (note i) 2558k (Hatii) 20 - - - 20
Cheng Sze Man (note i) S (Hstv) 36 — — — 36
Lai Chun Hung B 83 107 5 - 195
Cheng Wing Hong Bk - 248 2 - 250
Independent Non-executive ~ BV EHTES
Directors
Sung Wai Tak, Herman (note vii) R & (#tvii) 50 - - - 50
Wong Lit Chor, Alexis (note ix) B (Frztix) 50 - - - 50
Fung Wai Shing (note x) ISR (HiEx) 50 - - - 50
459 3,985 36 — 4,480
Notes: Vorza

U

(i
(i)

Appointed an independent non-executive director on 16 April
2004. Re-designated from Independent Non-Executive Director to
Executive Directors on 8 July 2008 and retired as Chairman and
Executive Directors on 4 June 2012.

Resigned as Executive Directors on 10 March 2012.

Retired as Executive Directors on 4 June 2012.

Retired as Executive Directors on 4 June 2012.

Appointed as Executive Directors on 10 March 2012.

Appointed as Executive Directors on 10 March 2012.

Appointed as Chairman and Executive Directors on 10 April 2012.
Appointed an independent non-executive directors on 2 January

2001 and resigned as independent non-executive directors on 20
April 2012.

(i
(i)
(iv)

(vi)
(vii)

(i)

MR-ZZMFEMA+NBERERBILIFNT
B - N_ZTT)/N\FLANBBBIIFNATE
FRERWITES YR T —FXANA
REXERATES -

R-B——F=A+HBHINTES -
RECE——FRANARERTES -

R-TB——FXANBETRTES -
R-T——F=ZA+HEZTARNTES -
R-ZE——F=ZATHEZTEHNTES -
R-E——FNATEERTATELRNTE
=.

R-EBE—F— A -_BEEEABIIFNTE
£ VYR T ——FNA -+ HETBELIER
TESE -
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Notes to the Financial Statements B &R Z= M5

8. DIRECTORS’ REMUNERATION (CONTINUED)
Notes: (Continued)

(ix) Appointed an independent non-executive directors on 24 September
2004 and resigned as independent non-executive directors on 16
March 2012.

(x)  Appointed an independent non-executive directors on 12 August
2008 and resigned as independent non-executive directors on 11
July 2012.

(xi) Appointed an independent non-executive directors on 20 April 2012.

(xi) Appointed an independent non-executive directors on 16 March

2012.
(xiii) Appointed an independent non-executive directors on 11 July 2012.
(xiv) These represent the estimated value of share options granted to

the directors under the Company’s Share Option Scheme. The
value of these share options is measured according to the Group’s
accounting policies for share-based payments as set out in note 2(r)
(iii). The details of these benefits-in-kind, including the principal terms
and number of options granted, are disclosed in note 34.

There was no amount paid during the years ended 31
December 2012 and 2011 to any Directors of the Company
as an inducement to join or upon joining the Group or as
compensation for loss of office. There was no arrangement
under which a director waived or agreed to waive any
remuneration during the years ended 31 December 2012 and
2011,
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8. EEM&(#E)

Wit - (&)

ix R-ZEZTOFENA=-+HBEEZEEBEILIER
TEE  WR-FE——_F=A+BHEEE
FHTES -

® R-ZZENFNB+ZBEZERBLIFRT
B IR T —FHA+—HEEBILFE
HITES -

X) RZZE——FMNAZ-T+BEZEARBIENT
B=x-

xi) RZE——F=A+NBRZERBILIENT
Bxo

i) R=T——F A+ BEZERBILIEANT
EEo

(xiv) 5% 5 BERIRIE AR AR & A EER
BREAEEE FRREZEBEDIRE
FNPTRE2(r)(iil) 2 AR E AR D BERE Z N2
SHBERAME - RFEVN a2 HB(RRER
HIBROE 2 RGN ) IR 345K 5 -

BE-Z k=T —F+ZA=1—
ALLFE  BEEADQBEAESE N EM
FE - (ERIBEMBEARES N MBEAEE
B 2 SRENSIE RBEREE - BE_T——F
E=Z——F+-A=+—RHLLFE  HE
EENRKABHRTMAME 2L -



9. INDIVIDUALS WITH HIGHEST EMOLUMENTS
The emoluments of the five individuals with the highest
emoluments, two (2011: three) are Directors, whose
emoluments are disclosed in note 8. The aggregate of the
emoluments for the five individuals are so follows:

9.

mEFMAL

hEsEeRFMALEFIMA(ZT——%F
ZRIREE  BREZMENMESHE - %

RABRATZENEEREMT

2012 2011

=F--F —T—F

HK$°000 HK$’000

FET FET

Salaries and other emoluments e MEMME 2,786 6,685
Retirement scheme contributions RIRFHEIE IR 4 44
Share-based payments LARR 19 R 2 ST 3R - =
2,790 6,729

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

Nil to HK$1,000,000 Z£%1,000,000/%8 7T

HK$1,000,000 to HK$2,000,000

=BT ——F  MB)REHMA L 2B

ENFUATEHE :

2012
—EB-——F
Numbers of
individuals

AE

1,000,000/ 7T £ 2,000,000/ 7T -

2011

Numbers of
individuals

ABK

10.LOSS ATTRIBUTABLE TO THE EQUITY
SHAREHOLDERS OF THE COMPANY
The consolidated loss for the year attributable to
equity shareholders of the Company includes a loss of
HK$46,192,000 (2011: loss of HK$68,878,000) which has
been dealt with in the financial statements of the Company.

10. A AEIIRER A A BILEGE

ARARIREREABLAFTFESRAEER
FEET1846,192,0008 0 ( —F——F : F18
68,878,000/ 70) + ZEEEEAR B

HRABRIE o
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Notes to the Financial Statements B &R Z= M5

11. DISCONTINUED OPERATIONS

Circle One Group

On 31 August 2012, the Group disposed of 100% equity
interest of Circle One International Limited (the “Circle One”)
to an independent third party at a total consideration of
US$1.00.

Dragon Gain Group

On 28 December 2012, the Company and Tang Tsz Hoo
Anthony, Chan Chui Man and Yeung Wai Bo (the “Vendors”)
have agreed on the early exercise by the Company of the
put option to put back the sale shares to the Vendors at
the put option price of HK$49,200,000 as the Vendors had
acknowledged that it was their assessment that consolidated
net profit would not be able to meet with the profit guarantee.
According to the put option deed, the Company may only
exercise the put option at any time when an audited accounts
for the two years during the profit guarantee period are
delivered to the Company until 30 days thereafter, which
would be sometime within the third quarter of 2013. In view of
the under performance of Dragon Gain Worldwide Limited (the
“Dragon Gain Group”), both the Company and the Vendors
considered that it would be to the mutual benefit of all parties
for the put option shares to be put back by the Company
to the Vendors early instead of waiting until the third quarter
of 2013. Under the agreement for the early exercise by the
Company of the put option, the Company will put back the
sale shares to the Vendors or their nominee on 28 December,
2012 at the put option price of HK$49,200,000.

Fountain City Group

During the year ended 31 December 2012, pursuant to
the agreement entered between the Company and Diwang
Limited (the “Vendor”) in connection to the acquisition of the
51% equity interest of Fountain City Holdings Limited and
its subsidiaries (“Fountain City Group”) dated on 7 October
2010, the Vendor irrevocably granted to the Company the
put option exercisable at any time and from time to time
during the option period by notice in writing to the Vendor to
require the Vendor to purchase all the option shares from the
Company at the option exercise price.
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11. BRIEEF

Circle One%E
RZZE—ZFNA=1+—08 ' x&ERBL
% =7 HECircle One International Limited
([Circle One])100% M Az - BREA
1.003E 7T °

EEKE
RZB-—ZF+_A=-+N\B  TRAK
Tang Tsz Hoo Anthony%t4 + Chan Chui
Man%: 4 & Yeung Wai Bose 4 (458 &5 1)
REARTHRRITERGEE - LmESE
EHEMK D - R0h A E /49,200,000
7T RAREAEABRELE LN LR
EARTE o IRIBZRBREIEREE - A R/E
AT i IR 38 B 2 sZ M B FF R A 1%
AR B 12308 1& 2 ] R 1T AR AR B A -
FRRRR-Z—=FF=FENRN - ENE
BEBRARAR([ERER]) KRB - AR
RINBERHARA  ANRTHERIAIE A BER
REIERNEBEN T —=FF=FEHE[E
& H BRI - RIBARAIRERITE R
2 ARERAEAERBARZE
——F+A=Z+/\BEEFMBHEERND
N HARE(E 549,200,00078 7T °

REEH

HE_Z——F+-_A=+—HIFE &
BARAEFERRAR(ER ) HEBK
BRBIERER AR MEWB AR (RS
B )51 %IV BfA—T—TF+A
+HZHE - BA R EEBEEAERRT
R BB IR T AR E) 0] T1T{E R AR HARE -
AARAILNERBAEARBHNES @ 2
KEHRRRBEERE ANARFTA B

,f/'\ ®



11. DISCONTINUED OPERATIONS (CONTINUED)

Fountain City Group (Continued)
The Company may only exercise the put option on the
conditions that:

(i) the gross profits of the Fountain City Group for the first
period shall be less than HK$15,000,000; or

(i) the gross profits of the Fountain City Group for the
second period shall be less than HK$30,000,000.

For the purpose of ascertaining the gross profits for the first
period or as relevant, the second period, the Vendor and the
Company shall jointly instruct and direct the auditors for the
time being of the Fountain City Group to issue the auditors’
certificate stating the amount of actual gross profits for the
first period or as relevant, the second period before the
date falling two months from the end of the first period or as
relevant, the end of the second period.

The rights of the Company to exercise the put option shall be
restricted to within one month from the date of the issuance
of the auditors’ certificate for the first period or as relevant,
the second period (the “option period”) and the right of
the Company to exercise the put option shall lapse after
expiration of the relevant option period.

The Vendor has acknowledged to the Company that the
actual gross profits for the second period is less than
HK$30,000,000 and the Vendor and the Company agreed
to waive the requirement for the issuance of the auditors’
certificate. The put option was exercised by the Company on
28 December 2012.

The directors has served an option notice on the Vendor
under the agreement stating its intention to exercise the put
option and required the Vendor to purchase the option shares
from the Company at the pre-agreed option exercise price of
HK$58,650,000.

Completion of the disposal will take place 180 days of the
later of: (i) the Option Notice being received by the Vendor; or
(i) any regulatory authorisations, consents or approvals being
obtained.

11. BRILERE(E)

REEE(F)
A TER R A T 18 - JT AT
EAE -

i REKEEEHEEMNEDR
15,000,000/87T © X

(i) REEEFE_@EAHME 2 EFEILR
30,000,000 7T °

SARERR & B2k 58 — B (2 48R ) < EFM
5 BARARREREERSE _HER
(4n+8%8) Al & @2k 5F — HIR (2n48R) R+
R EEZBEE R R B RBEEE - 5
BB A=k — HIE (R c EREMNE
B o

ARBIZAR B & EkE = 5 (a4ER ) 5t
— 18 A HAR ([ AR ) BB BN & E 1T
ERA B 2 R - MAR BRI
2 RERI| & AR B R EA P JE T 1R SRR

FEHERARNBERE — EAHE 2 BB EF
130,000,000 7 * M E 5 KAA B IR[EA
_uuﬁ’aﬁﬁﬁﬁﬁﬁiﬁﬂﬁﬁ%Z%i $”ﬂf%:
—E—'——H——'—)\E T—_Miﬁﬁawu X

ﬁgw
o

EXEREHREATHEL LB - &
AIIAEB TR IR YEKRESEE
AR RIEIERD - FEHE < RBHIEER

58,650,000/ 7T °

HERATEREELEEIBORTK : (VB
BREHA  R()RETARE - REk
HEE o
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Notes to the Financial Statements B &R Z= M5

11. DISCONTINUED OPERATIONS (CONTINUED)

Completion of the disposal is conditional upon satisfaction
of any regulatory authorisations, consents or approvals
being obtained (including all regulatory authorisations under
the GEM Listing Rules in relation to the disposal and the
passing of all the necessary resolution(s) by the independent
shareholders pursuant to the GEM Listing Rules.

Pursuant to an agreement dated 30 March 2011 entered into
between a wholly-owned subsidiary of the Company, Mega
Field International Limited (“Mega Field”) and an independent
third party (the “Purchaser”), Mega Field disposed of its
65% equity interest in Wisdom In Holdings Limited, which
principally engaged in the lottery-based mobile online
recharge services, to the Purchaser at a consideration of
HK$2,300,000.

The disposal was completed on 4 April 2011 and the
Group discontinued its lottery-based mobile online recharge
business.

a) Profit/(loss) from Discontinued Operations and
Assets Held for Sales
The analysis of the profit/(loss) from the Dragon Gain
Group, Circle One and Fountain City Group presented
as discontinued operations in accordance with HKFRS
5 “Non-current Assets Held for Sale and Discontinued
Operations” is as follows:
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11. BERILER(Z)

HERFEREMMREZRE K& - [
BRHE(BREMAREAIZER EMARRAE
B & M B B B RAR BRI AR L AR A
FBBZFEMBREBERIEE)IR - &
STAX ©

BEANBZEWBRBEABEREER A
([BRDNE—ZBIE=FTEFDR=F
——F=A=+HFI & BAHER
R Wisdom In Holdings Limited 65% 2 i%#E
(ZAREENEFREEERTERSE) T
B KR{E/A2,300,000/ 7T °

HER-_F——FHOAMBEK - MAKE
RIEE 2 EFRYZHRITERS

a) BRIEEK BN (FE)RISEHE
BE
BEZIEE - Circle One R R EE 5%
K,/ (E18) D ITIRIE B BB 75 R & 28
ESH[FEHE 2 IERBEENMB K IE
¥ |25 ACRIEEBDT ¢



11. DISCONTINUED OPERATIONS (CONTINUED)

a) Profit/(loss) from Discontinued Operations and
Assets Held for Sales (Continued)

1. BRILER(Z)

a)

EEHE)

BRI 2B, (BB RFELE

Dragon Gain Group  Fountain Gity Group  Circle One Group Wisdom In Total
EREH 2450 Circle One£@ Wisdom In a5
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011
Z§-CF CT—F Z§-2F CT—F Z%-2f "T—F %2 “TF 2%-2f TF
HK$000 HK$000 HK$'000 HK$000 HK$000 HK$'000 HK$000 HKS000 HK$'000  HK$000
fér TAr TEn  TEr  TExr  TEr TR TEr  TEn  TEn
Loss for the year from ERCALLERER
Discontinued operation
Tumover (note 4) SRR 37 125 a1 - - - 152 674 1456
Cost of sales HERR (1,017) (19072 (526)  (1,424) - - - (1200 (1,543  (20,616)
Gross Proft £ 620) (18947 (49 (49 - - - (69 (19,160
Other income and gain, ARG
et fnote 5 Hits) - = 104 216 - = - = 104 216
Impament loss on BHAERE
intangiole assets BA - (46364 - - - - - (1059 - 749
Operating and ek
amiisvatieexpenses  FIHER (12257 (3039 (logs0) (1239 (99 (4% - 05 (22408 (20,159
Profit from operation REEH (12877)  (72614) (10,195 (12418 (99) (436) - (1048  (28171)  (86,516)
Finance costs (note 6a) HEANA
(Wiitta) (993) (169 ) (16) () (1) - (n (1,009 (19
Lossbefore taxationfrom ~~ RERKILEK 2B
dscontinued operations  BEATEE (13870 (1278 (1006 (12434  (00) (47 - (055 (4176 (86709
Taxation e - = - = - - - 6 - 6
Loss after taxation from REBEILEK R
discontinued operations HkER (13870) (72783  (10,208)  (12,434) (100) (437) - (1,049 (4176) (86,709)
(Loss/gain ondisposalof ~ HERKHER
discontinued operations (B8)/ Mz
(note 34) (Hi#34) (5,330) - - - 683 - - 16672 (4641) 16672
Loss from discontinued REANERRERR
operafions recognizedin - BEAKIFEKY
The consolidated income BB
statement (192000 (2783 (10206 (12434 583 (43) - 1563 (883  (1003)
Proftloss) attrbutableto: B ALTE(E
&/ (E8) -
Equty holders of the KRaERE
Company BEA (12405 (7,119 (6377  (6,446) 583 (309 - 15798  (18,199)  (28,076)
Norcontolinginterests ~ 3EiRiE 6795 (5669 (382 699 - g - {75 (0g2 (41959
(192000 (2782 (10206 (12434 583 (43) - 562 (883 (1003
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Notes to the Financial Statements B4 &R 3% M=

11. DISCONTINUED OPERATIONS (CONTINUED) 11. BRIEER(Z)
b) Analysis of the Cash Flows from Discontinued b) XH ERILEBZHERERBELE
Operations and assets held for sales ZEEDN

Year ended 31 December 2012
HE-2-ZE+-A=t-HLEE

Year ended 31 December 2011
HEZS——ET-A=T-ALER

Dragon CircleOne  Fountain Mega Dragon ~ CircleOne  Fountain Mega
Gain Group Group  City Group Field Total  Gain Group Group  City Group Field Total
Circle One ERER Oircle One EREIR
ERSA £8 RHEE  ERAA BE  ERSE £8  RiER it
HK$'000  HK$'000  HK$'000  HK$000  HK$000  HK$000  HKS000  HKS000  HK$000  HK$000
Tén TEx  TEr  TEn  TEx  TEr TR TEr  TEr  TEn
Net cash (used in)/generated fom ~ &5E8)(FiA)/
operating acties fERsTE o 1 699 -0 12080 (11D 2605 (1849 12608
Net cash (used in)/generated fom ~ R&ZE(FA)/
investng actves KR4 - 060 (155) - B4 (205 1060 (388 2316 (13450)
Net cash (used in)igenerated fom ~ BH&EEI(F1R),/
financing acthities ikt - - - - - - - - 1,491 1,491
@ (15) (855) - (674) 9 (62) (1.276) 1,961 642
c) Assets held for sales c) FHEHEZEE

RZE——F+-_A=+—H  EHE
%?MA%W&%ZI%EE&%%@
BlaT :

The major classes of assets and liabilities of Fountain City
Group classified as held for sales as at 31 December
2012 are as follows:

2012
—E—_—F
HK$°000
FET
Assets BE
Derivate financial instruments PTESRTA
— Put Options — SRR HARE 58,650
Property, plant and equipment WE - R NME&E 4,132
Other receivables, deposits and repayment  E{th FEU IR - 124 RIEEBRIE 5,134
Amounts due from non-controlling equity FEWIRT B A R FEIE AR i e AR
holders of subsidiaries BEAFIE 798
Bank balances and cash RITHESB LR ® 58
Assets classified as held for sale WRHARFERECBE 68,772
Liabilities afE
Other payables and accrued charges H BN HIBRETER 6,419
Receipt in advance TEWRIE 4,407
Amounts due to a related company FES —RIEEE A B FUAR 918
Amounts due to a directors B —REEHIR 17,639
Hire purchase Gtk 349
Liabilities directly associated with disposal HHEEEFHEBRAEAA
group
Classified as held for sale BEHEZA8E 29,732
Net assets directly associated with disposal £ & EE EERE - &% E
group (excluding non-controlling interests) (@ ¥EIEIERRIERS) 39,040
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12.LOSS PER SHARE

(a)

(b)

From continuing and discontinued operations

The calculation of the basic loss per share is based on
the loss attributable to ordinary equity shareholders of the
Company of HK$46,192,000 (2011: HK$68,878,000) and
the weighted average of 65,647,000 (2011: 276,755,000)
ordinary shares in issue during the year, calculated as
follows:

Weighted average number of ordinary shares

12. BiRiE5E

(a)

REFELERDRIEER
BREAXREBENRAQ G T BERERSS
A FEHET18 46,192,000 T (=8 ——
4 : 68,878,000 L) M FANE EITYE
38 % 00 F 15 #065,647,000% ( ==
——% : 276,755,0000%) 5T &40 -

BB I P&

Number of shares

RoEE
2012 2011
—E—_F —E——4F
’000 000
T TFhx
Issued ordinary shares at 1 January W — A — BB 2&{TEimR 328,235 796,424
Effect of issue of consideration shares ZE1TX(E KD 2 £ - 205,276
Effect of conversion of R E S 2 2
convertible bonds - 84,925
Effect of issue of placing of shares TR EIR D 2 & 65,647 297,152
Effect of issue of rights shares BTtk e 2 196,941 —
Effect of shares issued upon exercise  {T{E B IRAE R EXT1TRRD 2 2 &
of share options - —
590,823 1,383,777
Effect of share consolidation D& pF 2z 2 (531,741) (1,107,022)
Effect of issue of placing of shares R B3 TRCE
after share consolidation Rz 2 6,565 —
Weighted average number of R+=—A=+—82
ordinary shares at 31 December EBARINRE 8 65,647 276,755

The diluted loss per share for the years ended 31
December 2012 and 2011 is equal to the basic loss per
share as the outstanding convertible bonds and share
options were anti-dilutive.

From continuing operations

Basic loss per share for the continuing operations in
2012 and 2011 is calculated based on the loss from
the continuing operations of HK$27,993,000 (2011:
HK$40,802,000) and the denominators used are the
same as those detailed above at (a).

The diluted loss per share from continuing operations for
the years ended 31 December 2012 and 2011 is equal
to the basic loss per share as the outstanding convertible
bonds and share options were anti-dilutive.

(b)

ARARA Bz AT ES R ERER R
BEER MBE_ZT——-—FK_FZ
—F+_A=+—BULLFEZSKE
SEEBASENSREARES -

REFELEEL
SECEEBR T —FR-_F——
FERERNBERENVRFERLEED
5 1827,993,000 L ( ZF — — F :
40,802,000 7T ) st E 5 » MATA D
§TYE E X (@)FTeHdE R o

AR AR ES RER AR
BEIER BRE-FT—FR-F
——F+= A=+ —BILEERAKE
T SRS EIRASN SR
A -
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12.LOSS PER SHARE (CONTINUED)
(c) From discontinued operations
Basic loss per share for the discontinued operations
is calculated based on the loss from the discontinued
operations of HK$18,199,000 (2011: loss of
HK$28,076,000) and the denominators used are the
same as those detailed above at (a).

The diluted loss per share from the discontinued
operations for the years ended 31 December 2012
and 2011 is equal to the basic loss per share as the
outstanding convertible bonds and share options were
anti-dilutive.

13. SEGMENT REPORTING
The Group manages its business by divisions. The reportable
segments are in a manner consistent with the way in which
information is reported internally to the Group’s most senior
executive management for the purposes of resources
allocation and performance assessment.

In 2012, the Group had four business segments, namely (i)
travel agent services, (ii) entertainment, (i) stage drama, (iv)
advertising and marketing services and (v) security:

— Travel agent services: this segment engaged in the
provision of tourist routes and tour related services.
Currently the Group’s activities in this regard are carried
out in the PRC.

— Entertainment: this segment engaged in the training of
contracted artists and their assignment to advertisement
production. Currently the Group’s activities in this regard
are carried out in Hong Kong.

— Stage drama: this segment engaged in the stage drama
tickets sales. Currently the Group’s activities in this regard
are carried out in the PRC.

— Advertising and marketing services: This segment
engaged in the provision of product advertising and
promotion, marketing agency and planning, function
organization and media project serves. Currently the
Group’s activities in this regard are carried out in Hong
Kong.

— Security: This segment engaged in trading of Hong Kong

listed security. Currently, the Group’s activities in this
regard are carried out in Hong Kong.
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12. SRR (E548) " BFI(E)

(c) REEBRIEXEHK
E%ﬁ%ﬂ‘%iﬂﬁ%zﬁ%ﬁmﬁa%
IE¥ 7 E54818,199,000/8 T (& —

F - [51828,076,0008 T ) st EE L -
mATA ST 3 (a)Frafai & 8E o

ARARAL B TR ES K EREAR
BEER MBE_ZT——-—FK_F%
—F+-_A=+—BIFEKRKBER
IFEB 2 SREESEEESRERER
E518 o

13. HEERE
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13. SEGMENT REPORTING (CONTINUED)

Segment results, assets and liabilities

For the purposes of assessing segment performance and
allocating resources between segments, the Group’s senior
executive management monitors the results, assets and
liabilities attributable to each reportable segment on the
following basis:

Segment assets include all tangible, intangible assets and
current assets with the exception of investments in financial
assets and other corporate assets. Segment liabilities include
trade creditors, accruals and other payable to the services
and sales activities of the individual segments and bank
borrowings managed directly by the segments.

Revenue and expenses are allocated to the reportable
segments with reference to sales generated by those
segments and expenses incurred by those segments or
which otherwise arise from the depreciation or amortisation of
assets attributable to those segments.

The measure used for reporting segment profit is “adjusted
EBITDA” i.e. adjusted earnings before interest, taxes,
depreciation and amortisation, where interest is regarded
as including investment income and depreciation and
amortisation is regarded as including impairment losses
on non-current assets. To arrive at adjusted EBITDA the
Group’s earnings are further adjusted for items not specifically
attributed to individual segments, such as directors’ and
auditors’ remuneration and other head office or corporate
administration costs.

13. HEME(E)

TEFE EERARE
EHEDBERBE LR BEIEERME
AEERAITHEEABL TIEEERE
AREDBZEEEE  BEERAE

DHREERRENEN BEREEMABE
E - HREREEMAMEREEZRER
S PHABBERESBILD R ZREREE
A FEINARR - FERT B R R EAL RN FUR
AR BZELBEREE CRITER -

W MR 2 EZS O EMBHE MZE
DRIELZAXSIAZENRREEEL
TESEEMEL 2RO EEAMED

SLATERE DR M A E AR K AR
EBITDA| - BIFNERFIE ~ TR - 8 M
Al RN - EPNERRIERTRIRE
WA - TITE MR ERIEIERB B E
ZREREE - Rt EEHEEBITDA - A&
B2 B 55 SEHE T B E B2 882 TR B
ERE—FRE - PINES RAZBEM S A
REMBRRHERTERAX
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13. SEGMENT REPORTING (CONTINUED) 13. ﬁﬁ#ﬁ%( =)
Segment results, assets and liabilities (Continued) DHEEE  BEREE(E)
In addition to receiving segment information concerning MR URE B R A A EEBITDAZ DS E RSN -
adjusted EBITDA, management is provided with segment ERERREEEANR(BESERES) -
information concerning revenue (including inter-segment PHEEEECReERRBEE ZMEWA
sales), interest income and expense from cash balances and It - pBEREEEPFERZIERBHE
borrowings managed directly by the segments; depreciation, BEZTE  HHEIBEBBEURREZS
amortisation and impairment losses and additions to non- HER - nEREE L2 ERBUTER
current segment assets used by the segments in their SNEBA L UER 2 BT E(E ©

operations. Inter-segment sales are priced with reference to
prices charged to external parties for similar orders.

Discontinued
Continuing operations operations

EEERR BRIEER

Adverting

Travel and
agent  marketing Unallocated Stage
services services Security head office  Sub-total drama Entertainment Unallocated ~ Sub-total
M RER
RERE TREHRE &% KARELR Nt BRRE  RERR FAR Nt
HK$'000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000
TEn TR TER Tn T#n Tn Tn Tn Tn

Revenue s
Reportable segment revenue RENERE 17,017 6,177 - - 23,194 397 i - 674 23,868
Elimination of inter-segment revenue PERbERH - - - - - - - - - -
Consolidated tumnover shgzs 17,017 6,177 - - 23,194 397 am - 674 23,868
Profit il
Reportable segment REAE

profti{oss) B/ (858) 459 1,576 - - 2,035 (1,265) (8,756) (39 (10060) (8,025)
Elimination of inter-segment profis HREERRHE - - - - - - - - - -
Reportable segment loss derived REAZENGZFZ

from the Group's exteral customers TRENERE 459 1,576 - - 2,035 (1,265) (8,756) (39) (10,060) (8,025)
Other income and gain, net Bl A Rha R - - (542) 151 (391) - 104 - 104 (287)
Depreciation and amortisation TERER 187 78 - - 85 (11612 (1,543) (60) (13215 (12,980)
Finance costs BEHK () (12) - (31,107) (31,124) (993) 1) 1) (1,005) (32,129
Share of losses on an associate BB ARE - - - (1,335) (1,335) - - - - (1,335)
Share of losses on jointly controlled enties ~ [E/E ARSI EEER - - - (1,373) (1,373) - - - - (1,373)
Gain on fair value change on derivative financialfi £ BT A ATE

instruments ol - - - 11,572 11,572 - - - - 11,572
(Gain on reversal of impaiment loss on RETSHERE

investment depost el - - - 41,000 41,000 - - - - 41,000
Impaiment loss on goodwil HEREER - - - (14329)  (14,329) - - - - (14,329)
Impament loss on an associate BENTRESR - - - (15200 (15220) - - - - (1520
Impairment loss on jointly controlled entifes ~ [FIE4IE &R EEHE - - - (127) (127) - - - - (121)
Loss on disposal of discontinued operations  HE R4 |- £K - - - - - (5,330) - 683 (4,647) (4,647)
Unallocated head office and ROMBAARLERY

corporate expenses - - - (18,373) (18,373) - - - - (18,373)
Consolidated (profloss before taxation &5 ARBAI (&) /BB 611 1,642 (542 (0141) (274300 (19,2000  (10,206) 583 (28823) (56,259
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13. SEGMENT REPORTING (CONTINUED)

Segment results, assets and liabilities (Continued)

13. SRR E(E
DERE BERAEAE)

Discontinued operations
Mobile
[ottery on-line
Travelagent  Unallocated Stage  recharging
services  head office Sub-total - Entertainment Drama ‘ Sub-total
I ;
RERH Nt RERH EORE EERERE Nt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AL AL AL AL BT AL
Revenue W
Reportable segment revenue RS ke 24,176 = 24,176 1179 125 152 1,456 25,632
Elimination of inter-segment revenue ARG = = = = = = = =
Consolidated tumover RAgEE 24,176 - 24,176 1,179 125 152 1,456 25,632
Profit pet]
Reportable segment (loss)/proft RENE(BR) /57 (483) - 483) (11,740) 20,000) 179 (31,561) (32,044)
Elimination of inter-segment profits bk cliveydliogs| - - = = - - _ _
Reportable segment (oss)/proftt derived ~ REAEBSMIZE 2
from the Group’s extemal customers —— ATREDE(EBE) /&7 (489) = 483) (11,740) 20,000) 179 (31,561) (32,044)
Other income and gain, net E ARG TE 1 422 43 - - - - 43
Depreciation and amortisation REREH (161) (166) (327) (678) (6,249) (604) (7,531) (7,858)
Finance costs RERA - (19814) (19814 (16) (169 6} 199 (20,007)
Impairment loss on non-current assets ~ FERBEEREFE - - - - (46,364) (1,055) (47,419) (47,419)
Gain on disposal of discontinued operation & 24 - ¥z = - - - - 16,672 16,672 16,672
Unallocated head office and RAEBARAREGERT
corporate expenses - (21,577) (21,577) - - - - (21,577)
Consolidated profit/(loss) before taxation & AR AIRF/ (E5HE) (649) (#1,135) (#1,778) (12,434) (72,782) 15,184 (70,032) (111,810)
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13. SEGMENT REPORTING (CONTINUED) 13. HEERE(E
Segment results, assets and liabilities (Continued) PEEE BERBEE)

Continuing operations Discontinued operations

HREERE BRIEZH

Advertising
Travel and
agent  marketing Unallocated Stage
services services Security head office  Sub-total Drama Entertainment Unallocated  Sub-total Total
BER
HBRERE HHeHRE &% KARELR Nt BRRE  RERR FAR Nt fazt
HK$'000  HK$'000  HK$'000  HK$'000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000
TER TER TER TR T#n T#n Tn TEn TEn TEn

Assets EE
Reportable segment assets RENEEE 7,54 2,949 1,469 - 11,672 - 10,122 - 10,122 21,794
Elimination of Iner-segment receivable ~ HERBIIEN S - - - - - - - - - -
7,254 2,949 1,469 - 11,672 - 10,122 - 10,122 21,794
Non-current financial assets FrgoREE - - - - - - 58,650 - 58,650 58,650
Goodwil [ - 20,402 - - 20,402 - - - - 20,402
Unalocated head office and RORBLAR
corporate assefs 388 - - - 57,856 57,856 - - - - 57,856
Consolidated total assets BAGELR 7,254 23,351 1,469 57,856 89,930 - 68,772 - 68,772 158,702
Liabilities af
Reportable segment liabilties REAEAG (4,070) (1,969) - - (6,039) - (973 - 7)) (357M)
Eiimination of nter-segment payable PERIERENE - - - - - - - - - -
Unallocated head office and AAEBRFAR
corporate liabiies a3} - - - (152029 (152,029) - - - - (152029
Consolicated iabilties GREE (4,070) (1,969) - (152,029)  (158,068) - (29,732) - (29,732)  (187,800)

Continuing operations Discontinued operations
2T R (3
5 7

[ottery on-ling
Travelagent  Unallocated recharging
services  head office Sub-fotal  Entertainment  Stage Drama services Sub-total Total
g ‘ F :
REMRH Al Gt REZE EoRR EERERE it
HK$'000 HK$'000 HK$'000 HK$ 00 HK$ 00! HK$'000 HK$'000
TAT ; THL AL AL AL AL
Assets EE

Reportable segment assets RENBEE 7,280 - 7,280 6,943 53,448 - 60,391 67,671
Elimination of inter-segment receivable  A4EREREUGEH = = = = = = = =
7,280 - 7,280 6,943 53,448 - 60,391 67,671
Non-current financial assets FRIEREE - - - 47,078 38,919 - 85,997 85,997
Goodwil 2 = = - 14,329 - - 14,329 14,329

Unallocated head office and FAREARAIRGEEE
corporate assets - 62,327 62,327 - - - - 62,327
Consolidated total assets FREELR 7,280 62,327 69,607 68,350 92,367 - 160717 230,324

Liabilities af

Reportable segment liabities NRENEAE (3233 - (3233 (20,347) (24,528) - (44,875) (48,108)
Elimination of inter-segment payable BRI AR = = = = = = = =
(3.233) = (3,233 (00347)  (245%) = (44,875) (48,108)

Unallocated head office and FARBRRRGERE
corporate liabilities - (172,933) (172,933) - - - - (172,933)
Consolidated total liabiltes FeBEgE (3233 (172933  (176,166) (20,347) (24,528) = (44875 (221,081)
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13. SEGMENT REPORTING (CONTINUED) 13. MR E(F)

Geographical Segments HhED

The Group operates in two principal geographical areas — the REERFEARLMBA(HEH]) RESH
People’s Republic of China (the “PRC”) and Hong Kong. The EEEMELE - TRARMEHT| ZARE
following table provides an analysis of the Group’s revenue ER BN 2 A REEDT ¢

and asset from external customers by geographical location:

Revenue from
external customers Assets

WARBIIBEF &E

2012 2011 2012 2011
—2-=f —T 4 -F-=F

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

FEx TAT FET TAT

Continuing operations BECEEK
-PRC —F 17,017 24,176 7,254 7,280
- Hong Kong — 58 6,177 - 4,418 -
23,194 24,176 11,672 7,280
Discontinuing operations BRI
- PRC —rh 397 277 - 53,448
— Hong Kong — &8 277 - - -
— Others —Hih - 1,179 10,122 6,943
674 1,456 10,122 60,391
Major customers FEEF
No analysis of the Group’s turnover and contribution from A (] BB —INER R P ETT 2 R B4R
operations by major customers has been presented as there ERHEBBAER R SERE 2 10% @ HITE
is no transaction with a single external customer equal to or 2VINAREERIERFE D 2 EXBREE
greater than 10 per cent of the Group’s total revenues. BRI
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14.PROPERTY, PLANT AND EQUIPMENT

Notes to the Financial Statements B &R 3% M=

14. % - BRERRIE

The Group &
Furniture,
Leasehold fixtures and Drama Motor
improvements  equipment  equipment vehicles Total
fRff
HENEEE  KERRE  BRARG hat: 3t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAL TAL TAL TAL
Cost; A
At 1 January 2011 R_E——F—-f—-H 1,412 3,460 - 566 5438
Exchange adjustments gt 19 4 11 21 R?
Additions NE 3,729 914 3,328 1,197 9,168
Disposals irk - (64) = = (64)
Disposal of subsidiaries LEHBAR (980) (2,243) - (196) (3419)
White-off s (1,028) (60 - - (1,088)
At 31 December 2011 R-Z—&+-A=1-H
and 1 January 2012 MZZE-—5-f-H 3,162 2,048 3,339 1,688 10,127
Exchange adjustments R R = 2 = 2 -
Additions NE 617 2,065 - - 2,682
Acquisition of subsidiaries KEREAR - 104 = 288 482
Disposals k= - - ) (1,197) (1,201)
Disposal of discontinued operations HECRILER - (511) (3,335) = (3,846)
Transferred to assets held for sale ERSRENELE (3,391) (2,804) - - (6,195)
At 31 December 2012 R-E——5+-A=1-H 378 994 - 677 2,049
Accumulated depreciation and ZHTER
impairment: W
At 1 January 2011 R-E—EF-f—-H 454 1,606 - 185 2,245
Exchange adjustments I 5 % ) 28 1 8 43
Charge for the year ERZM 769 360 277 196 1,602
Reclassffication ENNE (493) (1,173) = (65) (1,781)
Written back on disposals HERER = (1) — — (1)
Written back on write~off el (239) (43 — — (276)
At 31 December 2011 RZE—F+-f=1+-H
and 1 January 2012 MA=E——5—-F—H 503 757 218 324 1,862
Exchange adjustment I 5 % 3 ) - - @
Charge for the year ERZH 1,077 638 4 269 2,02
Acquisition of subsidiaries WEEHB AR - 14 - 156 297
Disposal of discontinued operations HECKIER - (222) (319) = (541)
Written back on disposals (HERBE = = - (339) (339)
Transfer to asset held for sale BRESRHELERE (1,512) (551) — — (2,063)
At 31 December 2012 A-E——F+-f=t-H Il 758 - 410 1,239
Carrying amount: BEE:
At 31 December 2012 WZE-——#+-fA=1-H 307 236 - 267 810
At 31 December 2011 R=E—%+-f=1-H 2,649 1,291 3,061 1,264 8,265
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(CONTINUED)
The Group (Continued)

(@ Motor vehicles and equipment of net book value of
approximately HK$72,000 as at 31 December 2012 are

14.PROPERTY, PLANT AND EQUIPMENT

held under finance lease (2011: HK$1,437,000).

The Company

Cost:

At 1 January 2011, 31
December 2011, and
1 January 2012

%N
R-—Z——F—HA—H"
—T—%+=H

14. 9% « BRERRIE(E)

AEE(E)
@ R==

——F T A=t—BHZEEF

HE{E%)72,000/8 7T 2 /T8 M & TR E
MEHERZE(ZZF——%F : 1,437,000

BIT)

NS

Leasehold
improvements

HEMEEE
HK$’000
THTT

Furniture,
fixtures and
equipment
&Fh
RERHRE
HK$’'000
FAT

Total

HK$’000
TR

—A—AR 78 170 248
Additions NE — 42 42
At 31 December 2012 RZT——F

+=-—A=+—H 78 212 290
Accumulated depreciation R ITERIFME :

and impairment:
At 1 January 2011 RZE—F—H—H 45 141 186
Charge for the year FRZH 10 38 48
Write-off iG] (38) (39) (77)
At 31 December 2011 and N-_ZE——F+_H
1 January 2012 = t—HER=ZE——F&

—H—H 17 140 157
Charge for the year FAZH 4 31 35
At 31 December 2012 R-ZE——F+—58

=+—H 21 171 192
Carrying amount: BRMEE :
At 31 December 2012 R-ZE——F+—F8

=+—8 57 41 98
At 31 December 2011 RZZE——%+=A

=f+—n 61 30 91
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15.INTANGIBLE ASSETS 15. B & &E
The Group AEE

Exclusive Travel
operating TMP agency Artistic
licenses platform licenses related right Total

BREEHR  TMPYAE REREHR BHEREAN act

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TR FAL FHL THL
(note a) (note b)

(Hfzta) (Hftb)

Cost: A
1 January 2011 —T—%-A-H 801,448 5,834 901 - 808,183
Exchange adjustments B 7L A2 - 58 45 = 103
Addition through acquisition of BRRENBARZAE

subsidiaries (note 36(a)) (Fi7E36 (a)) - - - 91,668 91,668
Additions NE = = = 9,850 9,850
Disposal of subsidiaries HEWB AR (801,448) (5,892) - - (807,340)
At 31 December 2011 R-ZE—&+=-f=1+—H

and 1 January 2012 K=E——%—HA—H - - 946 101,518 102,464
Exchange adjustments 5 = = ® (10 (18)
Disposal of discontinued operations ~ HE B & |F3¥7 - - - (101,508) (101,508)
At 31 December 2012 RZE——F+-fA=1—H — - 938 — 938

Accumulated amortisationand ~ EitEEREEESE
impairment loss:

1 January 2011 —E——F-f—H 794,683 4,119 549 - 799,351
Exchange adjustments BN A% - 16 29 - 45
Charge for the year FALH 25 167 92 5972 6,256
Disposal of subsidiaries HERB AR (794,708) (4,302) - - (799,010)
Impairment loss REER - - - 46,364 46,364
At 31 December 2011 and RZE—F+-A=+—H

1 January 2011 k=F—%—F—H = = 670 52,336 53,006
Exchange adjustments [ 7 AR - - ) - ©)
Charge for the year FAXH - - 93 11,570 11,663
Disposal of discontinued operations ~ HER & £ = = = (63,906) (63,906)
At 31 December 2012 RZE——&F+=-f=1—H - - 757 - 757
Carrying amount: REE
At 31 December 2012 RZE——F+-A=1—H - - 181 - 181
At 31 December 2011 R_EB——&+_A=1—H - - 276 49,182 49,458

112 TLT LOTTOTAINMENT GROUP LIMITED FIREB B R A A



15.INTANGIBLE ASSETS (CONTINUED)

The Group (Continued)
Notes:

(@)

)

Travel agency licenses represent the rights to operate travel agency
business within and outside the PRC.

Artistic-related right represents stage drama developed by the
Company’s subsidiary, Creative Works limited (“Creative Works”),
under a non-exclusive license for adaption of a famous Chinese
novel called “Born to be Hero” (ki /\&k) as stage drama to
be performed worldwide (excluding Japan) for a period until 31
December 2015, which is granted by its author Mr. Louis Cha
Leung Yung (also known by his pen name as Jin-Yung 4 J&). The
stage drama in development was acquired by the Group through
acquisition of its title owner, Creative Works, during the year.
Internal development costs incurred for the stage drama have been
capitalised after acquisition. The asset is amortised on a straight-line
basis over its remaining royalty period of 51 months from the date of
its completion of development.

15. B & &E(Z)

REE(E)
Hrat -

(8) MEIZHIRIEN T BEER AIME & i R 2
B2 HER) -

(b) EMiEEREFERAQRMBARAENXLE
RAR(TRIEXL)BEZESE - HARIE
IEBRERARBEZ R/ HCRBE\ )RR A
68 ZEABBR —BRIERAARERS
W(AARRIN B EEZT—HF+=A
=+—H1t - ZEBRETRERBILE(ESE
BNMAECE)BRE - ZBRFZECEHAER
RERBRAKBEMAEEEERIE X LME
5o RZBEABEEZABERERAE RS
BERE - ERBERE  BEDNNRAESEE
B2 ARt R+ —1E B 2 RIS AR A LA
BRI -

16. GOODWILL 16. B8
The Group K&
2012 2011
—F-=F —T——F
HK$’000 HK$’'000
FERT BT
Cost: AR :
At 1 January R—HA—H 25,235 131,465
Arising on acquisition of subsidiaries BRKENBARES
(note 36) (K17#36) 20,402 —
Disposal of discontinued operations HEDRIEFER - (106,230)
Transfer to assets held for sales EHREGEHEERE (25,235) —
At 31 December WNt+=—A=+—H 20,402 25,235
Accumulated impairment losses: HEPRERE :
At 1 January n—A—H 10,906 106,230
Written back on disposal of discontinued & B 4% || 357 27 #ffi 85
operations - (106,230)
Impairment loss for the year FRREEE 14,329 10,906
Transfer to assets held for sales EREHEHEEE (25,235) —
At 31 December R+-_A=1+—8 - 10,906
Carrying amount: BRMEE -
At 31 December W+=—B=+—H 20,402 14,329
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16. GOODWILL (CONTINUED)

The Group (Continued)

Goodwill acquired in a business combination is allocated,
at acquisition, to the cash generation unit (“CGU”) that are
expected to benefit from that business combination. After
recognition of impairment losses, the carrying amount of
goodwill had been allocated as follows:

Advertising and Marketing Business EEREHER
Entertainment related industry IREEFARAT T

16. B8 (&)

TEE(E)
R—IAEBEHPRBZHEIRNBER D
EERRXBNZEGAFCREEEEN
(FREELEM]) - RERREBIRR - &
ZB7REECESRNT

2012 2011
—EB-——F

—F——F
HK$°000 HK$’000
FHET THETT
20,402 =
- 14,329

The recoverable amount of the CGU is determined based on
value-in-use calculations. The key assumptions for the value-
in-use calculations are those regarding the discounts rates,
growth rates and budgeted gross margin and turnover during
the period. These calculations use cash flow projections
based on financial budgets approved by management
covering a ten-year period. Cash flows beyond the five-
year period are extrapolated assuming no growth and no
material change in the existing scope of business, business
environment and market conditions. The growth rates used
do not exceed the long-term average growth rates for the
business in which the CGU operates. The cash flows are
discounted using a discount rate of 7.61% (2011: 13.74%)).

The goodwill as at 31 December 2011 was arising on the
acquisition of 51% equity interest in Fountain City Holdings
Limited in 2010.

The goodwill as at 31 December 2012 was arising on the
acquisition of entire share capital of Creative Star Limited in
2012 and the details are set out in note 36(a).

At 31 December 2012, the directors of the Company
reviewed the carrying values of the goodwill, taking into
account an independent valuation report prepared by a
professional valuer. Based on the assessment, the directors
are of the opinion that impairment loss of approximately HK$
14,329,000 has been recognised in the profit and loss (2011:
HK$10,906,000).
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ReELEM A BKEEIRERBEZ
HEETF - FRABEIZAEIERRAH
NERMBMIAR ER - BEEFRURE
B8 c 2ESHENFERABEEEER
HEZAFHYRBEZESRER - BRE
WL EMRRNELSHE « SERERTR
WiEE XEE)  MEEH+FHUINZIRER
E-FIAERETSHBBERCEESBNES
FTEZEEZRPFHEER - HERE
TifER7.61% 2 AR R[(ZF——F :
13.74%) °

R-Z——F+=A=+—8 HEKH
—E-EERERPIERER R AIS1% 2K
-

RNZE——HF+-A=1+—8 @EI%xH
T —FREBEEERRAEHERA B
RAFE B E K 5E36(a) ©

RNZEBE——F+-A=+—R0 AQAAES
KEEMBEGEMRRZBY GERS -
EMEmEZRAE - RIETE - EZRAR
1B [§5 18 #914,329,0007% 7T B I 18 25 R FE 72
(ZZ——% : 10,906,000/87T) °



17. DERIVATIVE FINANCIAL INSTRUMENTS

17. T €T R

The Group The Company
REE ¥INUNE|
2012 2011 2012 2011
—EB—_F —T——F B —_T——&F
HK$’000 HK$’000 HK$’000 HK$’000
FHET T FH&T BT
Put options AR
At 1 January n—A—H 85,997 16,817 38,919 —
Arising on acquisition of FRBBKERBA
subsidiaries during the year AES - 7,104 - 7,104
Changes in fair value N EEE 11,572 62,076 - 31,815
Transfer to assets held for sales EREFEHEEE (58,650) — - -
Exercise of put option 1TER L EARE (38,919) — (38,919) —
At 31 December R+=—A=+—8H - 85,997 - 38,919
Call option R
At 1 January R—H—H (211) — (211) —
Arising on acquisition of FRBBUEENE
subsidiaries during the year NE)ER - (14,315) - (14,315)
Changes in fair value N EEE - 14,104 - 14,104
Derecognition of derivative RIFHEROTA SR
financial instruments TE 211 — 211 —
At 31 December R+=—A=+—8H - (211) — (211)

On 7 October 2010, upon acquisition of 51% equity interest
in Fountain City Holdings Limited (“Fountain City”) and its
subsidiaries (collectively as “Fountain City Group”), the Group
entered into a put option agreement with a vendor that the
Group is granted a first put option to sell the consideration
shares at HK$41,400,000 within the first option period which
has started since the completion date and will last for a
year. The option is exercisable only when the gross profits
of Fountain City Group for the first option period is less
than HK$15,000,000. The option lapsed during the year.
The Group is also granted a second put option to sell the
consideration shares at HK$58,650,000 within the second
option period which follows the first option period and will
last for a year. The option is exercisable only when the gross
profits of Fountain City Group for the second option period is
less than HK$30,000,000. The exercisable period is from 22
October 2012 to 21 November 2012.

R-ZE—ZF+A+H  WESRBIZRER
AR RE D) REHB AR (FHE REE
E ])51% % - ARBEEEH LR
B - B AR BRI E —R0h B A
RS —E B ERRE (B e pk B B E B I &
$4E —F ) W LA41,400,00058 7T H E R B R
5 BERBEBRNE —EHEHRE 2 EF
115,000,000 TR 77 Bl 1T % BRE © 5%
HAERF KRR - NEBINVERE — 04 5
MELARA 58 — (B HAME HARS (R BE 55 — (A HAME H
3 #5548 — 4 ) N LAS8,650,0005 7T i &
RERD - EE ZRERNE — (@M
2 FEF4 130,000,000 TT 75 AT 1T 1 3% HA
o TEHA—E——S+A-+=-RE=
T ——F+—HA=-+—H-
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17.DERIVATIVE FINANCIAL INSTRUMENTS

(CONTINUED)
On 28 December 2012, the Company exercised the put
options as disclosed in note 11.

Upon completion of acquisition of Dragon Gain Worldwide
Limited and its subsidiaries (collectively as “Dragon Gain
Group”) on 1 June 2011, the Group has been granted a call
option by the vendor, whereby the Company is entitled to
exercise its right at its sole discretion to sell to the vendors all
of the equity interests in Dragon Gain Group owned by the
Company at HK$49,200,000. The option is exercisable only
when the consolidated net profit of Dragon Gain Group is less
than HK$25 million (“Profit Guarantee”) for the period from 1
July 2011 to 30 June 2013. The Company has also granted a
call option to the vendors, whereby the vendors are entitled to
exercise their right at their discretion to purchase in aggregate
not more than 49% in shares of Dragon Gain Worldwide
Limited. The option is exercisable as at the date immediately
after three months of the expiry of the Profit Guarantee
period. The call option price shall not exceed HK$55 million.

For the year of 2012, as disclosed in note 11, the Group
exercised the put options, therefore such put option has
transferred to assets held for sales.

Valuation of the options

For the year of 2011, the options are measured at fair value
estimated by a firm of independent professional valuers in
Hong Kong by using the Binomial Option Pricing Model.

116 TLT LOTTOTAINMENT GROUP LIMITED FIREB B R A A
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17.DERIVATIVE FINANCIAL INSTRUMENTS 17.{T&2@TH(E)

(CONTINUED)
The inputs into the model for the value of the options as at 31 FER_E——Ft+A=+—HBH#EEB
December 2011 were as follows: ZERX 2 BABIRAT ¢

Arising on
acquisition of
Fountain Arising on acquisition of
City Group Dragon Gain Group

BBYE BBWEE
REEEESZ EEEEESZ
Put option Put option Call option

Annualized volatility FEKIE 58.7% 51.2% 51.2%
Underlying asset value at date  RME{E B HEBEE &
of valuation (HK$’'000) (F#&T) 11,363 10,125 10,125

Risk free rate 4 3 B A1 =R 0.44% 0.33% 0.33%

Dividend yield rRE= 0% 0% 0%
The Binomial Option Pricing Model was developed to estimate FE AR EEEN - VAN G EIRE
the fair value of options. It is one of the commonly used TATE e A EAEER By — T
models to estimate the fair value of an option which can be AME st s BA fE BT o] 47 2 HikE
exercised before the expiry of the option period. Such option NFE o Z AT BENBBABRIEH B
pricing model requires input of highly subjective assumptions, N BIEREZTEHDEE o R FEE AR
including the expected stock price volatility. Because changes H B EATENTEZ G B
in the subjective input assumptions can materially affect the HAREE B AR MR A SE 2 HARE D
fair value estimate, the Binomial Option Pricing Model costs EEEE o

does not necessarily provide a reliable measure of the fair
value of the options.

18.INVESTMENT DEPOSITS 18. #&&T &
The Group and the Company NEFERARNT
2012 2011
— —T—%F
HK$’000 HK$’'000
FH&T AT
Investment deposits KB & - 5,000
Note: Bz -
On 14 November 2011, the Group entered into a sale and purchase RZZE——F+—A+MmB » XEBF L BEHE
agreement to acquire entire issued share capital of Creative Star Limited. WEZEERATIZEDHDBITRA - BREA
The total consideration was HK$20,000,000 in which HK$5,000,000 20,000,000 7T, * & #15,000,00058 7T 2 R E 1%
was paid as refundable deposit upon signing of the agreement. The B EAFREES - WER-_ZT——F—4
acquisition was completed on 28 February 2012. —+NABEK °
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19.INTERESTS IN SUBSIDIARIES
The Company

19. B A S 2
LN

2012 2011
HK$’000 HK$'000
FTERT FET
Unlisted shares, at cost IE LR - AN 50,705 77,464
Amounts due from subsidiaries (note (i) F&UHT B~ B FRIE(HT7£ () 498,252 496,286
548,957 573,750
Less: Impairment loss R OREEBE (479,704) (515,915)
69,253 57,835
Note: FieE
()  Amounts due from subsidiaries are unsecured, interest-free and () EUMBARRELSEER 2ENREETFE

have no fixed terms of repayment but settlement are not expected

within one year from the date of the reporting period.

The following list contains only the particulars of subsidiaries
which principally affect the results, assets and liabilities of the

Group.

Name of company

AL

Mega Field International Limited
ERERERAR

Agros (China) Investment Limited

Argos Enterprise Management
Consultant (Nanjing) Limited
(note )

ERCXERER(ER)ER
R

Particulars of

Place of issued/
incorporation/ registered
establishment and paid up
and operation capital
HMAL/ BRI BRT /2K
meny BARARE
Hong Kong 1 ordinary share of
% HK$1 each
1REEIETZ

Lk

Hong Kong 1 ordinary share of
ik HK$1 each
1REE1ETZ

B

PRC Registered capital of
= RMB4,000,000
HMERARS

4,000,0007T
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NEE -

TREHIEZZE
BB ARFE -

Proportion of ownership interest

PRl

Group’s Held
effective by the Held by
holding  Company a subsidiary
FREER  mARR  H-FHE
BB BE  DARE
100% 100% -
100% - 100%
100% - 100%

R ERHATERRESNE A B AR —F

AEEEE  BEERA

Principal activity

IRXR

Investment holding

RERK

Investment holding

RERK

Investment holding

RERK



19.INTERESTS IN SUBSIDIARIES (CONTINUED)
The Company (Continued)

Name of company

AL

Xuzhou China International Travel
Service Limited (note i)

M BRI T BR AT
(W)

Millionstar.net Inc

Stars Manufacturing Limited

BRENAEARAT

Circle One International Limited

(note iv) (Hitiv)

Brilliant Reach Investments
Limited

Fountain City Holdings Limited
RABRERAA

Santos Group Entertainment and
Advertising Limited

Macau Talent Academy Limited

AP EERARAT

Particulars of
issued/
registered
and paid up
capital

B&{T/ERR
BARAGE

Place of

incorporation/
establishment
and operation

ERMAL/ RIR
B

PRC Registered capital of
e RMB1,500,000
HMERARE

1,500,0007C

British Virgin 1 ordinary share of
Islands US$1 each
AERAEE 1REE1ETZ
Ll

Hong Kong 10,000 ordinary
5 shares of HK$1 each
10,0008 5k

HEET

L ERR

British Virgin 1 ordinary share of
Islands US$1 each
AERARE 1REfE
1R BRR

British Virgin 1 ordinary share of
Islands US$1 each
RERARE 1REE
1R ERR

British Virgin 50,000 ordinary
Islands shares of US$1 each
RBRUES 50,000 B R E(E
1R ERR

British Virgin 5 ordinary share of
Islands US$1 each
ERRAEE SHRE(E
1R ERR

Macau Registered capital of
bl MOP$2,500,000
AR

2,500,000 T

10. R B AT 2 (7)

KATF(E)
Proportion of ownership interest
gL 1 5]
Group’s Held

effective by the Held by
holding  Company a subsidiary
FEEER  mARE  A-FHE
BR BE  DARE
90% - 90%
100% - 100%
51% = 51%
100% 100% =
100% 100% =
51% — 51%
51% = 100%
51% - 100%

Annual Report 2012

Principal activity

IRER

Provision of tour services
and transportation

REEERERES

Investment holding

RERR

Dormant

LEXH

Investment holding

RERR

Investment holding

RERR

Investment holding

RERR

Production of entertainment
programmes and
advertisement

REEB RRSRIE

Operation of artist training
school in Macau

RRFIRLEARER
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19.INTERESTS IN SUBSIDIARIES (CONTINUED)
The Company (Continued)

Name of company

AL

M &M Entertainment
International Company Limited

Asiakey Holdings Limited

Smart Hero Enterprises Limited

Dragon Gain Worldwide Limited
(note v)

RRERARAR(Hv)

Creative Works Limited (note v)

BB ARAR(Hitv)

Chuang Meng Chang (Beijing)
Cultural Development Co.,
Limited (note i) (note v)

BIEBOER) X ERARAR
(Writin)(Hiztv)

Solution Gold Limited

Creative Star Limited

RERRAA]

Particulars of

Place of issued/
incorporation/ registered
establishment and paid up
and operation capital
ERMAL/ HIR BR#T /2K
geny BARAE
Hong Kong 10,000 ordinary shares
b of HK$1 each
10,0005

HEET ERE

British Virgin 1 ordinary share of
Island US$1 each
RERARE 1REE
1R BBk

British Virgin 1 ordinary share of
Island US$1 each
RERARE 1REE
1R BRIk

British Virgin 100 ordinary shares of
Island US$1 each
RERUES 100RERAE
XL ERR

Hong Kong 1,000 ordinary shares of
ik HK$1 each
1,000 B IREE 175

T BRI

PRC Registered capital of
i RMB1,000,000
HMERARE

1,000,0007¢

British Virgin 1 ordinary share of
Island US$1 each
RERARE 1REE
1R BBk

Vanuatu 10,000 ordinary share
REME of US$1 each
10,000% A E

1R BRIk
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19. R B AT 2 ik (2

ARAT(E)
Proportion of ownership interest
gL 1 5 drl
Group’s Held
effective by the Held by
holding  Company a subsidiary
FEEER  BARE  A-FHE
B8 BE  DABE
30.6% - 60%
100% 100% =
100% - 100%
100% 100% -
51% - 51%
51% - 51%
100% 100% =
100% 100% =

Principal activity

IRXR

Production of entertainment
programmes and provision
of artist management
services

IREE0 R BERIRHEA
TRRE

Investment holdings

RAER

Dormant

LS

Investment holdings

RERK

Operation of stage drama
RORELE

Operation of stage drama
RORELS

Investment holdings

RAZR

Investment holdings

RERK



19.INTERESTS IN SUBSIDIARIES (CONTINUED)
The Company (Continued)

10. R B AT 2 (7)

KRR (&)

Particulars of Proportion of ownership interest
Place of issued/ FrERERLA
incorporation/ registered Group'’s Held
establishment and paid up effective by the Held by
Name of company and operation capital holding  Company asubsidiary Principal activity
HMAL/ BRI BRA/EME  ASEEER  @AARA B-FHE
NRER gewy BARAFE R BE  DRARE IEEH
Hong Kong Marketing Service  Hong Kong 10,000 ordinary shares 60% — 60%  Advertising and media
Limited & of US$1 each project services
10,000k SR EE BERERER R
1ETZ LR
Miracle Glorious Limited British Virgin 50,000 ordinary shares of 100% 100% —  Securities Investments
Island HK$1 each TR
RBRME  50000REREENE
T ERR
Pro-King Corporation Limited Hong Kong 10,000 ordinary shares 100% 100% —  Money lender
BHERAT i of HK$1 each EEAT
10,0005
EE1ET BRI
Fame Network Limited British Virgin 50,000 ordinary share 100% 100% —  Investment holdings
Island of USS$1 each REER
ERRAES 50,0005 EE
1R BRR
Notes: Hat -
() Registered under the laws of the PRC as wholly foreign-owned () BEPEVEERFMAINEBEEDSE -
enterprise.

(i) Registered under the laws of the PRC as limited liability enterprise. (i) REBEFEDEZAMREREEDE -

B Al 2 R BUE R RIERRHIINE A AR 4L
15 EPEZEARMEE S8 RRY
RERRBGATER BIREUCES - Z A7
ZREDHEAGERRASERFE Mz
AR BETEHMERHED A ERR - Kt %
BAREERSRE 2 %A EE RUBORE

(i) The current PRC laws and regulations limit the provision of cultural (iii)
business by companies with foreign ownership, which include
activities and services operated by these companies. In order to
enable the Company to make investment in the cultural business in
the PRC, the equity interests of this company are held by individual
nominees on behalf of the Group and certain contractual agreements
have been effectuated among this company, its registered owner B ERARRIES - ARZEA L ERE -
and cash flow to the effect that the operating and financial decisions REFME - Z2AE ARBARRZHBA
of this company is effectively controlled by the Company. As a result A e
of the contractual agreements, this company is accounted for as
subsidiary of the Company for accounting purposes.

(v) Disposal on 31 August 2012, vy R=E——FN\A=1+—HHEE-
(v) Disposal on 28 December 2012. V) RZE——F+ZA=t+/\BHE-
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20.INTERESTS IN AN ASSOCIATE 20. REE B AT 2R
The Group
rEE
2012 2011
—E--F —T—F
HK$’000 HK$’000
FET FET
Cost of investment in an associate, B IE LB E QN EIRA
unlisted
At 1 January n—A—H 29,929 -
— Acquisition of an associate through — — 3838 Uk B8 — SR Bt B8 2 Uk B Bt
acquisition of a subsidiary RNaEl(H1EE36()
(note 36(b)) - 30,709

Share of post-acquisition losses and DIRIEE R EE R IRE IR B &
other comprehensive income, net of E 2w A

dividend received (1,335) (780)
28,594 29,929
Amounts due from an associate JE WS & A R SRR 2,054 —
30,648 29,929
Less: Accumulated impairment losses & : 2 REEE (30,648) (15,428)
- 14,501
(@) Interests in an associate at 31 December 2012 and 31 @ —E——F+-_A=+—B8k=_F——
December 2011 include goodwill of HK$15,281,000. F+ A=+ ARBERRZEEE

515,281,000 7T 2 P2 ©

(b) Amounts due from an associate are unsecured, interest- (b) FEURHERE A RIRIEAEER - £ 8 RA
free and recoverable on demand will not recover one BRERWE - Wi TR —F AL -
year.

(€©) The movements in accumulated impairment loss is ) REFtBEEBEEZSBMIT -

summarised as follow:

2012 2011

—F-—=F %

HK$’000 HK$’000

FHET FET

At 1 January Kn—H—HB 15,428 =
Impairment loss recognised EERBEEE 15,220 15,428
At 31 December Nt+=—A=+—H 30,648 15,428
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20.INTERESTS IN AN ASSOCIATE (CONTINUED) 20. REHE AT 2 (F

(d) Details of principal an associate at 31 December 2012 d RZZ—=F+_A=1T—H2EEH
are as follows: ERAFEAT -
Particulars of Proportion of ownership interest
Place of issued/ R LL Bl
incorporation/ registered Group'’s Held
establishment and paid up effective by the Held by
Name of company and operation capital holding  Company asubsidiary Principal activity
ERmAL/ BR/ZME AKEER  ARAR  A-FHE
AGEL B LRSS Y BHRAFE 2] BE  NAkE TEEHK
Star Most Limited Hong Kong 10,000 ordinary shares of 30% = 30%  Investment holding
EXER AT ik HK$1 each RERR
10,000% SRERE
BTz EBR
Fiorucei Limited Hong Kong 4,000,000 ordinary shares of 26.25% = 26.25%  Retal and wholesale
&R HKS1 each and franchise of
4,000,000 SR EE fashion products
1B LRk TERBBEBEERN
REEE
(€) The following table illustrates the summarised financial e TREAKREEBRENTZHENEE
information of the Group’s associate extracted from B AES e ASEBRE A AREES
their audited financial statements for the year ended 31 T——F+_ A=t HIEFEZEE
December 2012: 2
2012 2011
—E-—F =%
HK$’000 HK$'000
FERT FET
Assets BE 455 1,284
Liabilities BE 19,743 15,500
Revenues W5 300 1,194
Losses &8 5,124 8,334
() At 31 December 2012, the directors of the Company H N—TBE——FE+-_A=+—H K27
reviewed the carrying values of the associates, based EELERAEEMEMRR 2B
on the assessment of directors that the associate’s BERE - FHBEQRZEEHE - BE
profit or loss net liabilities position and long-term loss, EERBE AR ER AEFEERER
the directors are of the opinion that an impairment loss HEET - EERAENEBERRAG
HK$15,220,000 (2011: HK$15,428,000) should be 452 550 B 48 88 15 15,220,00038 7T ( =
provided in the profit and loss. ——1%F : 15,428,000/ 7T) °
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21.INTERESTS IN JOINTLY CONTROLLED 21.R¥FEixHIEEZ#ER

ENTITIES
The Group
AEE
2012
HK$’000 HK$’000
FHET FATT
Unlisted shares, at cost FE LMD + HRARAR 1,500 1,500
Share of post-acquisition losses DIRBEE R EE R INRE IR B %
and other comprehensive income, Hth2mEEA
net of dividend (1,373) (1,091)
Impairment loss reocgnised B HERRE R 1R (127) —
- 409
(@) Details of the jointly controlled entities at 31 December @ RZE——-F+-—A=+—HzHRE
2012 are as follows: FIEBFBOT
Particulars of Proportion of ownership interest
Place of issued/ Fre iRzt fl
incorporation/ registered Group’s Held
establishment and paid up effective by the Held by
Name of company and operation capital holding  Company asubsidiary Principal activity
HMA L/ BET/ZME  AKEER BEAE  H-FNE
NRER K LRSS BRAE B BE  DARE IEEH
Victory Team Group Limited  British Virgin 100 ordinary 51% = 51%  Investment holding
AIEERRAF Islands shares of US$1 each BB
EERARE 100B &M E(E
XL LRk
Excel Vantage Investments  Hong Kong 1 ordinary 51% - 51%  Organising concerts
Limited s share of HK$1 each and singing concerts
EERAERAT . ImEE g EReLTEL B
1B ERR
Notwithstanding the Company’s subsidiary has greater BEARARRNBARERE LKRAZEHIELR
than 50 per cent equity interest in the jointly controlled HB B 50% AR 1 - AN 5 B I AR Y AL A 4
entities, the Group does not have control over the HERyESS BRI - BIERE
board of the jointly controlled entities. According to the Wik - EREIEHIER R RERLRE
shareholders agreement, the jointly controlled entities are i o

under common control by the shareholders.

The summarised financial information of the jointly TEFEEAREHEEBIHETKE
controlled entities has not been disclosed as the amount is B REESEITAEKX o
insignificant.
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22. TRADE AND OTHER RECEIVABLES

22. B 5 R H B FRIE

The Group The Company
rEE YN
2012 2011 2012 2011

—E--F —T——F B —FT——F
HK$000 HK$000 HK$000  HK$000

FET TATT FET THTT

Trade debtors FEUER K 2,422 306 - =
Amount due from a non- JEWGEERER A

controlling interest holder ASKIE(K17E40()

(note 40(c)) - 32 - —
Amounts due from affiliated FEUIEIE R IF R

companies of a non-controling  ABtE A 7718

interest holder (note 40(c)) (H1:%40(c)) - 17 - —
Other receivables H fth FE R IR 44,186 2,928 42,200 —
Advance to a consultancy A—XKER A TR

company (note a) (Hiita) - 4,000 - 4,000
Investment deposit refundable  RiBIREI]S

(note b) (Ki7#b) - 1,000 - 1,000
Rental and other deposits HeMEMZe 7,191 2,958 4,732 32
Loans and receivables ER K ERGRIE 53,799 11,241 46,932 5,032
Prepayments B A 7,576 2095 5,523 115

61,375 13,536 52,455 5,147

All of the trade and other receivables, apart from rental and
other deposits, are expected to be recovered or recognised as
expense within one year.

Notes:

@)

It represents the amount receivable from a consultancy company.
Pursuant to the agreement entered into between the consultancy
company and the Company, the Company has appointed this
consultancy company to solicit a potential investment project in
the PRC and to provide consultancy services for a service fee of
HK$5,000,000 which full amount has been paid by the Company.
The service fee should only be paid upon the successful on soliciting
the potential investment. Upon the expiry of the consultancy
agreement, since no potential investment had been solicited, the
Company requested for a refund on the amount paid. With regard to
the negotiation with the consultancy company, the directors of the
Company expected that only HK$4,000,000 will be refundable from
this consultancy company and impairment loss of HK$1,000,000
was recognised in the profit and loss accordingly.

SRS REMZEIN BB S MEMER
FARPAI R —FRARERERBFEX

@) ZEHEIEEW—RERATZHIE - BIEZE
BARHEARRLZHE ' ARG EEE
ZEMAREFRESkK—EBEREEE L
REEBRY - R E A5,000,0008 7T @ i
ARBEBEEZNHZERE - ERKIZEE
ERER - FEXNREE - REMBEER
B AR ESETMAEERE  AAREXR
REB X208 - LHEMARERE &
AREEBHZEM R RESERAARRE
4,000,0005 7 * #1,000,000/8 7T IR B R
NIERARERIE
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22. TRADE AND OTHER RECEIVABLES (CONTINUED)
Notes: (Continued)

()

On 27 April 2011, the Company entered into a conditional sale and
purchase agreement (the “Agreement”) with an independent third
party (the “Vendor”) for the acquisition of 25% equity interest in
Galaxy Mount International Limited at a consideration of HK$212
million, which will be satisfied as to HK$46 million in cash and as to
HK$166 million by the issue of convertible note by the Company.
Details of the proposed acquisition are set out in the Company’s
circular dated 27 April 2011 and 13 June 2011. Deposits of
HK$46 million (the “Deposits”) have been paid by the Group for the
acquisition.

On 5 August 2011, the Company and the Vendor mutually
agreed to terminate the Agreement and entered into a termination
agreement (the “Termination Agreement”). Pursuant to the
Termination Agreement, the Vendor and the Company have
waived their respective rights under the Agreement with immediate
effect and released the other party from further performance of
its/his obligations under the Agreement and they also confirmed
that they will not lodge any claim against the other in respect of
the termination of the Agreement. Pursuant to the Addendum to
the Termination Agreement, the Vendor shall return the Deposits
of HK$46 million, unsecured and without interest, in cash to the
Company on or before 10 October 2011. Up to the date of this
report, HK$5 million has been refunded to the Company of which
HK$4 million was received before 31 December 2011.

Due to the prolonged discussion in arriving at a repayment schedule
and uncertainty in the recoverability of the deposit, the directors
of the Company were of the opinion that the outstanding balance
of the Deposits of HK$41 million would not be recoverable, and
accordingly an allowance of HK$41 million was recognised in profit
and loss for the year ended 31 December 2011.

On 21 December 2012, Mr. Gao Feng has fully refunded the
outstanding deposit of HK$41 million to the Company as at 21
December 2012. As such, the relevant allowance has been reversed
as other income and recognised in the profit and loss for the year
ended 31 December 2012.
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22. ES REMEWRIEZE)
Miat - (&)
b) R—ZT——FWA-_++tH KAARE—F

ﬁi%fﬁﬁgﬁnﬂjﬁuﬁﬁzm@
(M%) - AUk BEGalaxy Mount International
lelted 225% i #E - {8 A212,000,000 7
7T © #5 A28 £ 46,000,000 7T K B AN A 7] 3%
17 °] #2 A% E 4% 166,000,000 7T X 1 o 2%
BrHBERARRRYEA-_T——FNA
AR E——FXNATZBZBH K
£ B2 U X 7T £ 46,000,000 7T ([ 7]
&)

R_Z—FNARHE AARBREHLF R
TERIEHE - AT SR I (TR IERE]) ©
BEK RS BHAREARFEREEZARN
WA N 2R - RIS AR - WARRREMETH
FE—SBITHERBRETNZER MBS
BRESHETE R BRI R IEMAEMFTHS
IRBEMEAER o RIBK I H M - aﬁﬁﬁ
—E——F+ATARZATINBEERAR
@%%ﬁ&ﬁ%zaﬁwomﬂm%ﬁoﬁ
ZEARWE HHE - 5,000,000/ TERREARRD
7] » EH4,000,0008 TER =T ——F+=H
=+—BATURER -

F R ERIE SRR 2 517 %ﬁﬂﬁ&&%@
JéﬁﬁﬁﬁT%ﬁl% NRBIEERER

S22 HMAREE %mommm%mﬁTTw
E EﬁthﬁA@zé Z——H+=-A=+—8H
LEFE 7 18k AERE#E41,000,000/8 7T ©

RZTE——F+-_A=-1+—H mBLEEER
—E——F+ A+ —HMEARREZERE
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22. TRADE AND OTHER RECEIVABLES (CONTINUED) 22. B 5B E b REWERIE ()

(a) Ageing analysis (a) ERER AT
An ageing analysis of trade debtors at the end of JEWBR R RS B & E B 2 BRI DT
reporting period date is as follows: wm
The Group
rEH
2012 2011
—EB——F T ——%F
HK$°000 HK$’000
FExT FAT
Within 1 month —EARA 1,383 136
More than 1 month but within wmR—EAER=FEAA
3 months 500 20
More than 3 months but within BE=EAERNEARN
6 months - 30
More than 6 months it B~ E A 539 120
2,422 306
Trade debtors are generally granted with credit terms FEW AR K — R ER T/ F30H =180H
ranging from 30 days to 180 days. The Group may, on a ZAEEH - RNEERRERNIER KR
case by case basis and after evaluation of the business HEBBRERMEEBERERFPERERE
relationship and creditworthiness, extend the credit B - AEBEEEBR 2 E—FFES
period upon customers’ requests. Further details on the HBIFER7 o

Group’s credit policy are set out in note 37.

(b) Trade debtors that are not impaired (b) 3t MR B 2 FE AR X
The ageing analysis of trade debtors that are neither I 8 71 sk RIAR MEE R E 2 FE UL R 5K
individually nor collectively considered to be impaired are FRECHITAAT -
as follows:
The Group
rEH
2012 2011
=F—-F —T—F
HK$°000 HK$’000
FERT FAT
Neither past due nor impaired BI% 48 460 L 7T R R (B 2,422 306
Less than 1 month past due BHI DR —1E A - —
2,422 306

Annual Report 2012 =T — 443 127



Notes to the Financial Statements B &R 3% M=

22. TRADE AND OTHER RECEIVABLES (CONTINUED) 22. B 5 R b REWER1E (42

(b) Trade debtors that are not impaired (Continued) (b) I ERE 2 FEUWERFR (Z)
Receivables that were neither past due nor impaired s B R E  EIWRIBEY kR %
relate to a wide range of customers for whom there was MR R R DB 2 B o

no recent history of default.

Receivables that were past due but not impaired relate BB ERE 2 WIS k% 4 H
to a number of independent customers that have a good AEBERTERLE B IR o &
track record with the Group. Based on past experience, RBALS  BNEEEZUELRE
management believes that no impairment allowance ANEFNABERDEE R 28U
is necessary in respect of these balances as there has B WEBRERASBEMRZSERIED
not been a significant change in credit quality and the BERE AEBVERZEEHRITE
balances are still considered fully recoverable. The Group EHER R o

does not hold any collateral over these balances.

23. TRADING SECURITY 23. B5EH
The Group
AEE
2012 2011
—E-=F =%
HK$’000 HK$'000
FTERT FET
Listed securities in Hong Kong REB T2 &5 981 —
Fair value are determined with reference to quoted market bid DFETYRIRB 5 P IRARE 2 BN E
prices. e
24. RESTRICTED BANK DEPOSITS 24. ZRRFVERITHER

The Group The Company
REH PN
2012 2011 2012 2011

—F—-F T F =B-—=F T —F
HK$000  HK$'000  HK$000  HK$000
TET THT TET TAT

Statutory deposit (note (1) EEFR(HIEE)) 1,721 1,728 — —
Note: Hiat -
()  Statutory deposit is guarantee of travel agency quality. () FEEFRBEITHESRES
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25. CASH AND CASH EQUIVALENTS

25. MERBEFEY

The Group
#
2012 2011

=F—-F T F
HK$'000  HK$'000

The Company
RN F]
2012 2011
=F—-F %
HK$°000 HK$’000

FHBxT T FHExT T
Cash at banks and on hand RITKRFEEIRE 4,491 37,101 2,962 34,726
26. TRADE AND OTHER PAYABLES 26. B5 R HMEMNRIE

The Group
#EE
2012 2011

—E--F —FT——%F
HK$000  HK$'000

The Company
PN
2012 2011
=F—-F T —F
HK$°000 HK$’000

FExT FHET FHET F&T
Trade creditors (note a) eI BRFR (Hata) 619 117 - —
Other payables and accrued HAbERTEIER
charges et ER 2,080 28,169 1,486 4,020
Short-term loans (note b) RERER(Hi7#b) - 5,384 - —
Amounts due to directors JENEEIA
(note 40(c)) (H1a£40(c)) - 99 - 99
Amounts due to related persons  FE{< 838 A +7kIE
(note 40(b)) (BtzE400)) 280 15,450 - —
Other taxes and government H A FE IR K
surcharges payables NEGSEEPIlIE= 7 19 - —
Financial liabilities measured at ~ Z# K At E 2
amortised cost = 2,986 49,238 1,486 4,119
Receipts in advance (note c) TEWRIA (M ite) 4,519 2,925 - —
7,505 52,163 1,486 4,119

All of the trade and other payables are expected to be settled

within one year or are repayable on demand.

ERIZEREE -
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26. TRADE AND OTHER PAYABLES (CONTINUED) 26. B R HEERRIE(E)

(a) Ageing analysis (a) ERER AT
The ageing analysis of trade creditors at the end of the FENMEEZ N REEAR LS B VRSO
reporting period is as follows: mF :

The Group

rEE
2012 2011
= —F—F
HK$’000 HK$’000
FET

Within 1 month —fEAR 347 117
More than 1 month but within 3 months  #8:8—1& A ER =188 R 155 —
More than 3 months A =& A 117 —
619 117

(b) As at 31 December 2011, the short-term loans are (b) RZE—F+=-A=+—0H ©HE
interest-bearing at the rate of 25% per annum and are PIRENXO5ERE - EEHEEN —
expected to be settled within one year or are repayable FRBESIREREE -
on demand.

(c) The amounts represent prepaid service income from (c) ZEFREERERF 2B RBKA -
customers, for which the related services are expected to TEERE RIS B & B AS E B B AT
be rendered within one year from the end of the reporting —F R -
period.
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27.FINANCE LEASE PAYABLES
The Group leases certain of its motor vehicles and equipment
for its business. These leases are classified as finance leases

and have remaining lease terms for four years.

At 31 December 2012, the total future minimum lease
payments under finance leases and their present values were
as follows:

27. pEEHERMARIE

f‘io

RZE——F+_A

REEEEEHATE T AEREE %2
BENSEAREEE Mt FEMNAMN

=+t—H BEHEEHR

T2 ARRREREFAAENHRENT

Present Present
value of value of
Minimum Minimum  minimum minimum
lease lease lease lease
payments payments payments payments
2012 2011 2012 2011
RIEHEE =EHE REHER EHER
FIE IR B2 HRE H2RE
—B2-—-F —T—F -8 T —&F
HK$’000 HK$’000 HK$’000 HK$’000
THET TEIT FET FET
Amounts payable: FERI IR -
Within one year —%FR 30 374 26 309
In the second year E_F - 385 - 340
In the third to fifth years, E=FEFRF
inclusive (BHEEEME) - 594 - 566
Total minimum finance lease &{KEI&A T EHXIBE%E
payments 30 1,353 26 1,215
Future finance charges KRR EEH 4) (138)
Total net finance lease FRE S RN RIA
payables FEEE] 26 1,215
Portion classified as current D EAREIEBEZE D
liabilities (26) (809)
Non-current portion ERENEL - 906
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28.INTEREST-BEARING LOAN 28. 512 &R
The Group and the Company AEBRAAT
2012 2011
—B——fF —ET——F
Effective Effective
interest interest
rate (%) Maturity HK$'000 rate (%) Maturity HK$000
BRFIE (S
(%) Z|H B TExT (%) Z|H3H FET
Current: AR :
Loan from non-financial JEI TR
institutions — secured EX—FER 18 2013 122,600 - - -
On 30 May 2012, a secured and unguaranteed loan facility R-ZZFE——FRA=1+H AEEEKEE
amounting to HK$165,000,000 has been granted to the 1 K E R B R g & 165,000,000 T ([ E
Group (“Loan Facility”). The security was a debenture of HEE]) - BHERARRGHHA =S —=
the Company dated 20 June 2012 under which all the FRAZTRZEREE  BUARRIFEY
undertaking property, assets, goodwill, rights and revenues ¥ EE mE BRSNS FE)T
of the Company are charged to the lender by way of first AREAERTEFA RZZE—=_FH
floating charge. On 11 June 2012 and 3 August 2012 +—BEZZT—Z=ZF/\A=H ' x5EE
HK$100,000,000 and HK$65,000,000 has been drawn down 4 B2 EX100,000,0007% 7T & 65,000,000/
by the Group. The agreed interest rate is 1.5% per month. T o MEFE LT A15E -
On 17 December 2012 and 28 December 2012, the Group RZFE—ZF+ATERAR=ZZT—=F
has partially repaid HK$37,000,000 and HK$5,400,000 to the TZAZ+\B - AEEBERMERAE
lender. 37,000,000/8 7T % 5,400,000/ T2 D EE °
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29. CONVERTIBLE BONDS
The Group and the Company
(A) CONVERTIBLE BONDS THAT DO NOT CONTAIN AN

29, TR IESH
KEERAAT
A) WHESEHERE 7.2 AR ES

EQUITY COMPONENT

On 28 October 2011, an aggregate principal amount of
HK$50,000,000 of the convertible bonds (the “CB 1) was
issued to Sun Finance Co., Limited (“Sun Finance”) at an
initial conversion price of HK$0.30 per conversion share
under the terms and conditions of the instrument dated
28 October 2011 constituting the CB | (the “Instrument”),
the maturity date falling on the sixth month or, extend at
the discretion of the Company, the twelve month of the
date of the issue of CB |. The CB | bear interest rate of
18% per annum. Pursuant to the terms of the CB |, the
conversion price is subject to change and will be reset
every two months after the issuance date (the “Reset Date”)
if the arithmetic average of closing price per share of the
Company during the thirty consecutive trading days prior to
the Reset Date is less than the conversion price in effect, the
conversion price will be adjusted to a price equivalent to the
arithmetic average of the closing price per share (the “Reset
Conversion Price”). The lowest Reset Conversion Price is
limited to HK$0.18 per conversion share. Assuming full
conversion of the convertible bonds at the initial conversion
price of HK$0.30 per share, a total of 166,666,666 shares
of the Company will be allotted and issued but there are no
conversion shares issued as at 31 December 2011.

On 24 May 2012, the Company received a letter from
Sun Finance stating that the Instrument had already been
terminated. After careful consideration by the Board, on 25
May 2012 the Company accepted Sun Finance’s position
regarding termination of the Instrument. The Company paid
the debt owing to Sun Finance on 3 August 2012 which
detailed in note 44(a).

The CB | is classified as derivative financial liability and is
recognised initially and subsequently measured at fair value.

The fair values of the CB | were determined by the
directors of the Company with reference to the valuation
performed by a firm of independent professional valuers
with appropriate qualifications and recent experiences in the
valuation of similar derivative instruments with reference to
market values.

R-ZE—F+HA=-+/\A ~X&EHE
50,000,000/ 7T < AJ A% & 5[ (AT f%
BEHIDITRERA=-T—F 1+ A
THN\BERAREBESIZXE(TX
B 1) 2GR RAIEHEIT T A RE £ 8
ERARI(AIzer]) VXL BER
B H AR (70.3078 T © BIHEE A
RESFZHITABRRAENEAR - FIEA
ARIBBEREANEEE+ @A - AJ
RESHI 2 FF R AE18E - IRIFET AR
BHIZIGER - RRE]TEE - Ui
RETHBREM@EAI (EFTEH) T
LAERT AR RISRBEH N mE &
i P8R ER] BB E =X 5
BERAERHBRE @ B S REBHEAR
ZHGRBHKTE 2 EMFEHERE
ZEBRI(EFTRBRE)] - XEEFTRR
BAGR BN 0.18B L AR ° R
AR E A3 1) 25 R AR E B AR0.3078 T
BEESHB  ABeRERBITEHE
166,666,666 X AN R RIALD @ R —-F
——F+ - A=+ —BREZTEML

B -

R-ZZT——FERA=-+WMA  KXAFE
EAGERMERXBEERIEZHG - &
EYLBEEER  ARERZT—=
FRA-+REBESIAGERAERMRILE
XEZERME - AR alh—ZT——F/)\A
—HYXMERRGER2EE - BEF
IBER T EE44(a) ©

SR EFIDBRTESRARE I
B ERARERARFEFE -

AR ER 2 A HERARRERKS
EZH—HKEAEREBRRE2EMERF
ERUPTET A 2 A MHERLR 2B
BEXHEMEFMET 2 AEMEE
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29. CONVERTIBLE BONDS (CONTINUED) 29. ETRARfES ()

$%&$/Aﬁ f

The Group and the Company (Continued)
(B) CONVERTIBLE BONDS THAT CONTAIN EQUITY

COMPONENT

On 28 March 2011, an aggregate principal amount of
HK$60,000,000 of the zero coupon convertible bonds (the
“CB II”) was issued to Premier Capital Enterprises Limited
at the conversion price of HK$0.28 (adjusted to HK$1.4
follow the consolidation of shares of the Company in
October 2011) with the maturity date faling on the second
anniversary of the date of the issue of the convertible bonds
for settlement of promissory notes with principal amount of
HK$61,855,670.

The fair values of the CB Il were determined by the
directors of the Company with reference to the valuation
performed by a firm of independent professional valuers
with appropriate qualifications and recent experiences in the
valuation of similar derivative instruments with reference to
market values.

The CB Il contain two components, the liability and the
equity components. The fair value of the liability component
was calculated based on the present value contractually
determined stream of future cash flows discounted at the
required yield, which was determined with reference to
the market interest rate for an equivalent non-convertible
notes and remaining time to maturity. The residual amount,
representing the value of the equity conversion component is
presented in equity as a “convertible bond reserve”.
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RZE—F=A=-+NH  KAQ7]
RAEBEBOBET(BEEARAAFNZ
T——FTAZROHEHEHARE=14
770 ) [MPremier Capital Enterprises
Limited317 284 288860,000,000/8 7T 2
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29. CONVERTIBLE BONDS (CONTINUED)
The Group and the Company (Continued)
(B) CONVERTIBLE BONDS THAT CONTAIN EQUITY

20, TRk IESH (2
AEBRARDAT(E)
(B) B EmE7 2 AR ES(E)

COMPONENT (CONTINUED)
2012
—EB--F =

HK$°000 HK$’'000

FERT FET

Proceed of issue: BITATSRUR - 72,464
Equity component RS E - (25,090)
Liability component at date of issue RETHEZ AEED — 47,374

The movements in liability component of the convertible
notes were set out as follows:

ARBESF BERD EEHFIINT

HK$’000
TATT

As at 1 January 2011

R_ZF——F—HA—H =

Issue of Convertible Bonds BITR R E S 47,374

Imputed interest fhErFLE 2,398

Conversion of Convertible Bonds Hpal i ESs (25,267)

As at 31 December 2011 and R-E—F+_FA=+—HK

as at 1 January 2012 R-_ZE——%—HF—H 24,505

Imputed interest fhErFLE 3,432

As at 31 December 2012 R-E——F+-_FA=+—H 27,937
The effective interest rate of the liability component is BEHOPZ2ERFNERI1414E(ZF
14.14% (2011: 14.14%) per annum. Interest expense on the ——F 14142) - BHEZNEFRXT)

bonds is calculated using the effective interest method by
applying the effective interest rate to the liability component.

BBEA R ESS 2 B FIE L EEF
A EEH -
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30. PROMISSORY NOTES
The Group and the Company

30. R R E

AEERAERT

2012
—E—__—F
HK$°000 HK$’000
FERT FET
At 1 January n—A—H 91,895 155,048
Interest charge FEFX 8,105 15,761
Settlement made by issuance LABETAI ARR E T TE T
of convertible bonds - (54,461)
Settlement of promissory notes O E 7 (B (100,000) (12,021)
Adjustment for the difference between EEITHARLER 2 A TEN
the fair value of new promissory notes ERRBEEELEE ZRAE
issued and the carrying amount ZER AR
of existing promissory notes replaced - (12,432)
At 31 December R+=A=+—8H - 91,895

On 15 February 2011, the Company entered into the
agreement to restructure the zero coupon promissory note
dated 3 December 2010 issued by the Company in the
aggregate principal amount of HK$183,541,942 due and
repayable on 8 January 2012 (the “Existing Promissory Note”)
with Premier Capital Enterprises Limited, which is the holder
of the Existing Promissory Note and beneficially wholly-owned
by Mr. Lam Ho Laam (the “PN Holder”). Pursuant to the
agreement, the parties conditionally agreed that (i) a principal
amount of HK$61,855,670 outstanding under the Existing
Promissory Note shall be early repaid by the Company
by way of issue of the convertible bonds in an aggregate
principal amount of HK$60,000,000; and (ii) the remaining
principal amount outstanding under the Existing Promissory
Note shall be settled by the Company issuing the new zero
coupon promissory note (“New Promissory Note”) to PN
Holder having the same terms and conditions of the Existing
Promissory Note other than (a) the principal amount shall
be the difference of the outstanding principal amount of the
Existing Promissory Note immediately prior to completion of
the restructuring of the Existing Promissory Note and the part
of the outstanding principal amount of the Existing Promissory
Note in the sum of HK$61,855,670 which has been early
repaid by the Company by way of issue of the convertible
bonds (the “Early Repayment Amount”) and (b) the maturity
date shall be 8 January 2013 instead of 8 January 2012. The
principal amount of the convertible bonds of HK$60,000,000
represents a discount of 3% to the Early Repayment Amount
which is determined in accordance with the early repayment
terms of the Existing Promissory Note. The restructuring of the
Existing Promissory Note was completed on 28 March 2011.
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R—ZE——F-_A+HHB AR 7 H
Premier Capital Enterprises Limited(B1IE A
A HEEEE A - WHLam Ho Laam%t 4
([EREBEFEADZEESHER)IMLH
& UEEARFRZE—ZTF+=-A=H
ITARS 48%8183,541,9428 7T » WA
T——F—ANREBEECTSEALER
(TRBEARER] - RIEHZE - SIS HE
BHERENRAERAZRBE T ZHAEER
©%861,855,670 T B A R ABEBEITA
& #2%660,000,0008 T2 AT R EH 2 FH
AREEE RVRBERLEBETHRTH
REBZASEBBAARRFEBAAREE
BEANBTHZEEARZR(FALER])
ZHNER - ERRIGHERIR A & E AR
B - ETHIRRSN - (@A EFAREERE
AR EBRTKAIREARLERSARERAKR
SHEEAANNFBABITABRESZH
NIRREECRARLEBRHAEERNSTE
25 A%61,855,6708 L ([IRFEESEE])
ZEE RO)PHEEE-_E—=F—A7
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60,000,000/ 7T 2 Al AR & H EIR IR IR A &
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F=ZA=-+N\BZEK °



30. PROMISSORY NOTES (CONTINUED)

The Group and the Company (Continued)

During the year ended 31 December 2011, promissory notes
with principal amount of HK$15,463,917 was early repaid by
cash settlement of HK$15,000,000. The difference represents
a discount of 3% to the early repayment amount in accordance
with the early repayment terms of the promissory notes.

On 8 June 2012, the Company received an offer from the
PN Holder to early redeem the promissory note with principal
amount of HK$106,222,355 by paying them a sum of
HK$100,000,000 in complete discharge of the Company’s
liabilities under the promissory note.

On 11 June 2012, the Company accepted the PN Holder’s
offer and the promissory notes with principal amount of
HK$106,222,355 was early repaid by cash settlement of
HK$100,000,000.

The fair value of New Promissory Notes is approximately
HK$94,561,000, as at the issue date, calculated based on the
effective interest rate of 14.14% per annum. The promissory
notes are classified as non-current liabilities and are carried at
amortised cost basis until extinguished on redemption.

30. AR ER (&)

AKEBRARAT(E)
HE-_T—F+-_A=+—HLFE ' K
©RE15,463,917 B L2 A A BEE BBIETF
B384 15,000,000/8 TTIEE - ZFEEIRE
EHRBZIRFEERRZIRREESEIT
HE3% °

RIZE——FRXANH  ARAFEERLE
BEREAZEY  DEBTERBITAQA
RELEBBETZBE  MEALEREAE
A 1100,000,0008 7T - IR ER AT
106,222,355/ T < H 7, 21 ©

RZE——F R A+—8  NRFEHNER
EERBEAZELD - AN£%106,222,3557%8
TCZ A IR B # B8 538 £ 100,000,000
IR REE -

REITEH  RERFEMNE1414E55 -
AL RIE 2 A FE#) 394,561,000 7T °
AREBRIESBRIERBAE - W AREH
AR - BEEREERBURALL -
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31.TAXATION IN THE STATEMENT OF FINANCIAL 31. REAFSIRRRZHBIIE

POSTITION

(a) Deferred tax assets and liabilities recognised (a) ERRAELEHBEEEREE
THE GROUP REE
The components of deferred tax (assets)/liabilities recognised FR - RIFEBRARER BT
in the consolidated statement of financial position and the H(BE)/AEdsREESHNT

movements during the year are as follows:

Fair value
adjustment
on intangible
assets
BREE
AT EFE
HK$°000
FERT
Deferred tax arising from: BAUATSIEES 2 RERIA
At 1 January 2011 R-ZE——F—HF—H 661
Credited to consolidated income statement 5+ A4z & Ui R (#1521 7(a)
(note 7(a)) 6)
Reversal of disposal of discontinued & B AR E R E
operations (655)
At 31 December 2011 and R-EBE——F+-A=+—HE
31 December 2012 —E——F+=-A=+—H -
(b) Deferred taxation not recognised (b) RERELERIE
In accordance with the accounting policy set out in note R F2NE 2SR - A&
2(r), the Group has not recognised deferred tax assets in WEEHEEERRELEHIEE
respect of tax losses of approximately HK$8,936,000 (2011: E #18,936,000& L (=T — — 4 -
HK$11,448,000) as it is not probable that future taxable 11,448,000 7T) * JYRM T AR gER
profits against which the losses can be utilised will be REBEBBBERERE R R E BB ARKE
available in the relevant tax jurisdiction and entity. R SR B 18 o
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32. SHARE CAPITAL AND RESERVE
The Group and the Company

32. RAERfHE
REE R A A

2012 2011
=F-=F —T—%F
Number of Number of
shares Amount shares Amount
BB E 28 KRHHE |
’000 HK$’000 000 HK$’000
Fi FET TFh% T
Authorised: EE
Ordinary shares at HK$0.5  &RXEIEO.57% 7T
(2011: HK$0.05) each (Z=E=——%F :0.05
BIT) 2 T 2,000,000 100,000 2,000,000 100,000
Issued and fully paid: ERTRAR :
At 1 January n—A—H 328,235 16,412 796,424 7,964
Shares issued upon A R el AR ESm
conversion of convertible BT (HT3E(0)
bonds (nhote (i) - - 114,000 1,140
Issue of placing shares TR SR (BTaZ()
(note (i) 65,647 3,282 409,000 4,090
Shares issued for U B A R EETT
acquisition of subsidiaries R&t (B i)
(note (i) - - 321,753 3,218
Issue of rights share BEITHRAR AR D
(note (iv)) (B1ztv) 196,941 9,847 — —
Share consolidation RR1nD& Bt (Mt (iv)
(note (v)) (531,741) - (1,312,942) —
Issue of placing shares RN & &
after share BITRE R D
consolidation (note (vi)) (BiaE i) 6,565 3,283 — —
At 31 December | =t e =] 65,647 32,824 328,235 16,412

The holders of ordinary shares are entitled to receive dividends as
declared from time to time and are entitled to one vote per share
at meetings of the Company. All ordinary shares rank equally as
regard to the Company’s residual assets.

BEERERE ABREEINEE K Z X
B YARRARRAE LSRN
FEERER - UARBZHBEE
mE - ELBRZARSHERS
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32. SHARE CAPITAL AND RESERVE (CONTINUED)

Notes:

U]

(i)

(v)

On 28 March 2011, an aggregate principal amount of
HK$60,000,000 of the convertible bonds was issued to Premier
Capital Enterprises Limited at the conversion price of HK$0.28 with
the maturity date falling on the second anniversary of the date of the
issue of the convertible bonds. During the year ended 31 December
2011, an aggregate principal amount of HK$31,920,000 of the
convertible bonds has been converted into 114,000,000 ordinary
shares of the Company.

On 5 June 2012, the Company issued and allotted 65,647,113
shares at a price of HK$0.12 per shares by way of placing. The
details were disclosed in the announcement of the Company dated
23 May 2012.

On 6 January 2011, the Company issued 94,000,000 ordinary
shares of HK$0.01 each at the issue price of HK$0.32 per share by
way of top-up placement.

On 25 January 2011, the Company issued 64,000,000 ordinary
shares of HK$0.01 each at the issue price of HK$0.295 per share
by way of top-up placement.

On 13 April 2011, the Company issued 100,000,000 ordinary shares
of HK$0.01 each at the issue price of HK$0.295 per share by way of
top-up placement.

On 12 May 2011, the Company issued 65,000,000 ordinary shares
of HK$0.01 each at the issue price of HK$0.245 per share by way of
top-up placement.

On 18 August 2011, the Company issued 86,000,000 ordinary
shares of HK$0.01 each at the issue price of HK$0.10 per share by
way of top-up placement.

On 18 April 2011, the Company acquired 100% equity interest
in Dragon Gain Worldwide Limited and issued 145,283,018
consideration shares of HK$0.01 each credited as fully paid at issue
price of HK$0.255 (market price) per share.

On 1 June 2011, the Company acquired 100% equity interest in
Solution Gold Limited and issued 176,470,588 consideration shares
of HK$0.01 each credited as fully paid at issue price of HK$0.174
(market price) per share.

On 22 August 2012, the shareholders of the Company approved a
rights issue on the basis of one rights share for every two shares at
a subscription price of HK$0.05 per rights share. The rights issue
became unconditional on 11 September 2012. 196,941,341 rights
shares with the par value of HK$0.05 each were allotted and issued
on 14 September 2012. Details of the rights issue were set out in
the circulars of the Company dated 25 July 2012 and 23 August
2012 and the announcement of the Company dated 3 August 2012
and 13 September 2012.
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32. AR fE(E)
K1t -

U)

(i)

(i)

()

RZZE——F=A=+/\B ' AREIELIRE
0.287 st [APremier Capital Enterprises Limited
17784 #8%860,000,000/8 7T 2 AT AR E 2 -
R AMRESZITHHARMAEZA -
HE-_T——F+-_A=+—HILFE &%
4858 //531,920,000/8 T2 IR EFE LB A
114,000,00008 A 7l & @A -

MN-T——FXARA  ARFEAEEFATE
11 % R #65,647, 113 &R0 12BTRG - B
BHENARTESHA—S——FHRA-+=
B2 AIRE °

RZB——F—ARH ARANUEER
MEEDARETESTROI2B T - BT
94,000,000/% & A EI{HO0.01/8 70,2 HiEAx °

R-Z——F—A-+HA ARANELE
BB & RBITESR0.2058TT © 1T
64,000,0008% F A% EHO0.01/8 T 2 & iBA% -

R-ZZB——FWMA+=A KAAAEER
MBS A HBITESAR0295/8TT - #IT
100,000,0008% & A EI{E0.01/E L. &A% -

RZE——FRA+T=H ' ARANAEER
MECED A ZBITEERR0245E T - 1T
65,000,000/% & A EI{H0.01/8 70,2 HiEAx °

R-ZFB——FANA+NH KRAFUELE
EBHEET N KETESKROI0BTT - #IT
86,000,000/% F A% EHO0.01/8 T 2 & iBA% -

R-ZZB——FEmWA+N\B ARBKEER
BB AR AR Z100%8%#E - WiRETEER
0.2557 T (T {B) © 317145,283,018 K F M
EO.01B L Z ABRSIIESR 2 B, -

RZZE——FXA—HB  A2adkiESolution
Gold Limited 2 100% i # + WiRZEITEZRR
0.174% T (T{B) » #17176,470,588 8 F X M
H0.01 T 2 ABRFITESR 2 REBRRD ©

R-ZZE——FNA-+-8  ARQERRIE
REFAEMBRRM T RERRDZEE
EITHR - REEASRERRD0.058 T -
HER—_F——FAA+—BRBEKEYE -
196,941,341 I & A%0.057% Jo E1E 2 HA A% (D 1A
—T——FhATNBEBETRAEE - HRFE
HERAARBPA-_T——F+tA-+HBR
“E——FNAT=BZE8K  ARAKRRAF
BfA—ZT——FN\A=Bk_ZF——F1nA
+=B2Z22fH



32. SHARE CAPITAL AND RESERVE (CONTINUED)
Notes: (CONTINUED)

v)

(V)

On 19 September 2012, the share consolidation of every ten shares
of HK$0.05 each in the issued and unissued share capital of the
Company consolidated into one consolidated share of HK$0.5
each in the issued and unissued share capital of the Company (the
“Share Consolidation”) became effective on 19 September 2012.
Upon the Share Consolidation has become effective, the authorised
share capital of the Company became HK$100,000,000 divided
into 200,000,000 consolidated shares of HK$0.5 each, of which
59,082,402 consolidated shares has been issued and fully paid or
credited as fully paid. Details of the Share Consolidated were set out
in the announcements of the Company dated 8 June 2012, 6 July
2012, 18 July 2012 and 18 September 2012 and the circular of the
Company dated 27 August 2012.

On 19 October 2011, the Company proposed a share consolidation
of every five shares of HK$0.01 each in the issued and unissued
share capital of the Company consolidated into one consolidation
share of HK$0.05 each in the issued and unissued share capital
of the Company (the “Share Consolidation”) became effective
on 19 October 2011. Upon the Share Consolidation has been
effective, the existing authorised share capital of the Company is
HK$100,000,000 divided into 2,000,000,000 consolidated shares,
of which 328,235,569 consolidated shares have been issued and
fully paid or credited as fully paid. The board lot size has also been
adjusted from 2,000 shares to 5,000 consolidated shares.

On 11 October 2012, an aggregate of 6,364,711 Placing Shares
have been successfully placed to not less than six Placees at the
Placing Price of HK$0.5 per Placing Share pursuant to the terms
and conditions of the Placing Agreement. Details of the Placing were
published in the Company announcement dated 4 October 2012
and 11 October 2012.

32. BAERGEE(Z)
Wit - (48)

W)

(vi)

R=ZT—=—FhATHhB SF+REREE
0.058 L 2 B0 (RARQ R B 31T RAEITIR
A)E B A—REE0.SB T Z BN (RARFE
BITRABITRA) ZRHDEHR_ZT—=F
NATABER - BAEHFERE - ARANE
TE B% 7N 100,000,000 7T * 4 A200,000,000
R EFRR0.58 T2 & BHiR D - B 59,082,402
AU EERITRERKARIIERTE - B
NEHHBERARR B E-_T——F <A
NBZF——F+AB ZT——-FtA
+TNBE=ZZFE—=—FNA+N\BZ2HMH UKk
ARAHEA-Z——FNA-++HZMXK -

R=—Z——F+A+hB AREEZEER
BREREEC.01B L ZBHn (RAAE B 3T
RARBEITIRA) G H A —REEO0.05/ T 2 ik
BDRARRBBEITRABITRA) 2BRHE
HBRHaEHR=ZE——E+A+NLB4E
oo RIDEHFERIE - ARRBRBEATRAE
100,000,000/ 7t * 9 /42,000,000,000% 2 &
BER&1D - % 328,235,5690% & G IR 15 B BB
TRBRIARIELR - SFEEHNCH
2,0000% % 17 782 A&5,0000% A% 17 ©

RZZE——F+A+—8  &£%6,364,711&
Be & B 10 B I ARIR B & 15 2 16K R G 1R
BREERD.SB L ZEEBRNDRINBEE
EARE - BREFBHIRAQRGBHLE=T
——Ft+tAMBER-ZTE——FE+A+—RHZA
ﬁfﬁ °
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32. SHARE CAPITAL AND RESERVE (CONTINUED) 32. RARfEE(E)

(a) The Group (a) ~&H
The amounts of the Group’s reserves and the movements AEERBSERARRNFEE LBTF
therein for the current and prior years are presented in the EEHEINAFEREE148E149
consolidated statement of changes in equity on pages Bira =2 EE -

148 to 149 of the annual report.

() SHARE PREMIUM () BRE
Share premium represents the share premium of the D REBIEAAR ZBRDRE - H
Company, the application of which is governed by JERZERRAUEDIFE48BIFIRE o

section 48B of the Hong Kong Companies Ordinance.

() EXCHANGE RESERVE () Bk
The exchange reserve comprises all foreign exchange N REREREGINER I
differences arising from the translation of the financial WERMEXZMAEERZ5 - %18
statements of foreign operations. The reserve is dealt TR BEM E2(u)FTEk 2 € 5T IR
with in accordance with the accounting policies set out KRR o
in note 2(u).

(l) STATUTORY RESERVE () EELEE
Transfers from 10% of net profits to statutory reserve AN 210% 2 EERES IR
fund were made in accordance with the relevant PRC 15 R B AR R AR Al AR I A SR AR A A
rules and regulations and the articles of association of R BRI 2 B AR A ERE
the Company’s subsidiaries established in the PRC and MAETT - WEREESSIE -

were approved by the respective boards of directors.

Statutory reserve fund can be used to make good EEREBEIRERERTEER
previous years’ losses, if any, and may be converted B(A)  MAEREEHRAN -
into paid-up capital provided that the balance of the ERBERERREZ ETRESER
statutory reserve fund after such conversion is not less TEIORFMER225% °

than 25% of their registered capital.

The Company’s subsidiaries in the PRC are required RARZHBENE AR AREF
to transfer a minimum of 10% of their net profits, as SEHRAKREG - SHENZ &P
determined in accordance with the PRC accounting 10%BRELTHRES  EEMHE
rules and regulations, to the statutory reserve fund until RARERTMEARZ0% R IE - &
the reserve balance reaches 50% of the registered BzEe AR RREREADIKR
capital. The transfer to this fund must be made before BERIET o

distribution of dividends to equity holders.

(V) ASSET REVALUATION RESERVE V) BEEG#E
The asset revaluation reserve has been set up and is ERVEESHREE - WREMNT
dealt with in accordance with the accounting policy 2NMEFRAC ST BREE -
adopted for buildings in note 2(h). The revaluation BEfFETIEDIRTARRZRE
reserve is not distributable to the equity shareholders of FBA -
the Company.
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32. SHARE CAPITAL AND RESERVE (CONTINUED)
(@) The Group (Continued)
(V) CONVERTIBLE BOND RESERVE

The convertible bond reserve represents the value of
the unexercised equity component of convertible bonds
issued by the Company recognised in accordance with
the accounting policy adopted for convertible bonds in
note 2(m).

32. RERfHE ()
(a) A&%E (&)
V) AERIES
] R I A8 75 o R 1R AR IR B 5 2(m) P
MR E IS IR 2 @A BUR -
RARRFBETZAIBBESZ
AT D 2 BIE

(V) SHARE OPTION RESERVE
The share option reserve represents the fair value of the
share options granted by the Company which are yet
to be exercised, and recognised in accordance with the
accounting policy adopted for share-based payments in
note 2(q)(ii).

V) FEAREE1E
B AR A (R AR IR BT T2 () i) AT 2
LARR 15 BB 2 4 3R 2 & 5T
F o BMRARRERLEEAET
2 ERE L A FE -

(b) Distributable reserves
As at 31 December 2012, there was not any aggregate
amount of reserves available for distribution to equity
shareholders of the Company (2011: Nil).

(b) AED IR
RZE——F+-_A=+—H #BEF
Al 5 R F AR R IR A A 2 fFEE

BE(CT——F:F)-

(c) Reserve
The Company

(c) f#&fE
b /N

Convertible Share
Share bond option Accumulated
premium reserve reserve losses Total

HERES

RBaE 1]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThT ThT THT THT TR

RRERE R &t

At 1 January 2011 RZZ-—E-A-H 376,330 - 4166 (509,612  (129,116)
Issue of placing shares BRERD 96,323 - - - 96,323
Issuance of convertibles bonds BmaRES - 25,090 - - 25,090
Share issued upon conversion HBaREFMETRG
of convertible bonds 37475 (13,348) = = 24,127
Share issued for acquisition of subsidiaries SURERBA AR TRR 64,535 - - - 64,535
Share option lapsed EANIERE - - (1,102 1,102 -
Loss for the year TEEER - - - (126,383  (126,389)
At 31 December 2011 and 1 January 2012 RZE—%+-A=+-H
k=Z-—%-f-H 574,663 11,742 3,064 (634,893) (45,424)
Issue of placing shares BARERD 4,014 - - - 4,014
Share option lapsed BRimERE - - (1,877) 1817 -
Loss for the year rEEFE - - - (18,669 (18,669
At 31 December 2012 W-E—-E1-A=t-7  SBEM 11,42 1187 (651685)  (60,079)
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33. EMPLOYEE RETIREMENT BENEFITS

(@ The Group operates a Mandatory Provident Fund Scheme
(the “MPF scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for employees
employed under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF scheme is a defined
contribution retirement plan administered by independent
trustees. Under the MPF scheme, the employer and its
employees are each required to make contributions to the
plan at 5% of the employees’ relevant income, subject to
a cap of monthly relevant income of HK$25,000 (2011:
HK$20,000). Contributions to the plan vest immediately.

(b) Pursuant to the relevant labour rules and regulations in
the PRC, the Group participates in defined contribution
retirement benefit schemes (the “Retirement Scheme”)
organised by the relevant local government authorities,
whereby the Group as required to make contributions to the
Retirement Scheme at 21%-22% of the eligible employees’
salaries. The local government authorities are responsible for
the entire pension obligations payable to retired employees
which are calculated based on a certain percentage of the
basic payroll.

34. SHARE-BASED PAYMENT TRANSACTION

The Company operates a share option scheme (the “Option
Scheme”) which was adopted on 30 July 2001. Subject to the
terms of the Option Scheme, the directors may, at their absolute
discretion, invite full-time employees of the Group, including
directors of the Company or any of its subsidiaries to take up
options to subscribe for shares.

The maximum number of shares in respect of which options
may be granted (together with options exercised and options
then outstanding) at any time under this scheme shall not, when
aggregated with any shares subject to any other schemes
involving the issue or grant of option over shares by the
Company, or for the benefit of the eligible participants, exceed
such number of shares as shall represent 10% of the issued
share capital of the Company at the adoption date (the “Scheme
Mandate Limit”). Options that lapse in accordance with the terms
of this scheme will not be counted for the purpose of calculating
the Scheme Mandate Limit unless the Company obtains a fresh
approval from shareholders to renew the 10% limit provided that
the maximum number of shares in respect of which options may
be granted under the Option Scheme together with any options
outstanding and yet to be exercised under the Option Scheme
and any other schemes shall not exceed 30% of the issued
shares from time to time.
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33. EEEKEH

@ AEERBEESRHMAESEE
Bl BXEBEBKRIBTECXZES
T REEHEATESTE([afEes
2l]) - BERFEABHBUIEAERE
ZEBEMBITGRINGTE - REBREES
g2 BEREEBEEHAREIEL
M HARBEAEEFBRAZ%
HEZABEBWA LR A&25,000% (=
T——4F : 20,000/87T)  5HEI¢tFKED
SR -

b) RIEFEBRS AP RRD - ARE
SEB AR BTHEEE 2 ER M
FORRREAETEI(RRETED) - Bt
AEEAMERAKEER  HFBERE
EREEHFS Z221%E22% ° #75 K
I RER B B RRIKE B X 28URIK
T HNIREAFEZ2ETBED L

H o
A

34. Ut BERZ X5

ARRIET-ARZET—FLA=1HK
N BT 8 ([ B ERT 8l L) - IR
BETE 2R EFA2BRRRFEARE
2RES (BRARBXEMEFMMNEAR 2
BF)  EWMBREARBRD

RIBAGTE - AT R AT B 2 e B
CERIBTEBREREE W ARTTEZBK
B Rz &EmRnEE  ERBEAR
AR R AL K s A0 3 sl iR BB A A =
REBRSEERN MR 2 EME 8IS R
Z B AR - NMIBEBEERARR
RERME B2 B BITIRAZ210% 2 P8 B
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34.SHARE-BASED PAYMENT TRANSACTION 34.LIB#EEBZF%35(Z)

(CONTINUED)
(a) The terms and conditions of the grants that exists as at (a) REKTFEZEEGRRBEHNOT - M
year end are as follows, whereby all options are settled by FRE BT IR I E B E S XA 45

physical delivery of shares:

Number of options Vesting conditions
BREHE BRRY
Exercise Outstanding Lapsed Outstanding
price per at  during the at
share 1.1.2012 year 31.12.2012
i

i —EB--F

—E-CF +=A

—A-H =+-A

BRITEE KETE REREM  KETE
HK$ '000 '000

B T4 T4

Options granted to directors: & FE %7 BMRHE :

— 29 June 2009 —-“TENF 32.40 85,367 (85,367) — No vesting condition
~AZThAB WEE GBI
— 4 June 2010 ——E-EF 17.90 161,249 (161,249) — No vesting condition
NAMA WA ASB G
Options granted to KTES 2 BIRIE -
employees:
— 29 June 2009 —-—TENEF 32.40 28,456 - 28,456 No vesting condition
~NAZTHAE W EAEMSB G
— 4 June 2010 —-—TFF 17.90 161,249 (18,969) 142,280 No vesting condition
NAWA WREEB R
Total share options granted 2 1% H B AR IE4E 2 436,321 (265,585) 170,736
Upon the Share Consolidation has been effective, the R E FFERE - BRECITHEER
exercise prices of the options and the numbers of shares EEREmE TR ZRNDEE ELHA
falling to be allotted in respected of the options were B
adjusted.
The options granted on 4 June 2010 have a contractual life %:E—E%RH e &szfﬁﬁﬁ&igz
from 4 June 2010 to 3 June 2020. The options granted on = Z’j%ﬁﬁ%ﬁ__@—gfﬁ_/_\ﬂﬂ H :Z'E:g
29 June 2009 have a contractual life from 29 June 2009 to —EFERNAZR  RZFFNENA
28 June 2019. TThBEREZEREZSHNHBRAZ
ZZENFRAZTARAZEZZ-AFER
A=+NH -
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34.SHARE-BASED PAYMENT TRANSACTION 34. U BR#EZF5%%S(#)
(CONTINUED)
(b) The number and weighted average exercise prices of share
options are as follows:

(c)

(b) FERHEZHB MNEFHITEENT

2012 2011
—E——fF —ET——F
Weighted Weighted
average average
exercise Number exercise Number
price of options price  of options
I35 A
TEE BREHA TEE BARESE
’000 ‘000
T4 F1n
Outstanding at the beginning  FA B3] & A7 T{E HK$2.057 HK$0.435
of the period 2.0577& T 4,600 0.435%87C 28,300
Effect on Share Consolidation A%{n& #f 2 g2 £ HK$1.851 HK$0.348
1.851%8 T 431,721  0.3487%& 7T (22,640)
Forfeited during the period R EARIE R HK$22.561 HK$2.682
2256178 7T (265,585) 2.682/5 T (1,060)
Exercisable at the end of the  FHAARA] T17# HK$20.317 HK$2.057
period 20.317/& 7T 170,736 2.057/87T 4,600

The 28,456,000 options and 142,280,000 options
outstanding at 31 December 2012 had an exercise price
of HK$32.40 and HK$17.90 respectively. Their weighted
average remaining contractual life are 6.5 and 7.5 years
respectively (2011: 7.5 and 8.5 years).

Fair value of share options and assumptions

The fair value of services received in return for share options
grants is measured by reference to the fair value of share
options granted. The estimate of the fair value of the share
options granted is measured based on a Black-Scholes
Option Pricing Model. The contractual life of the share option
is used as an input into this model. Expectations of early
exercise are incorporated into the Black-Scholes Option
Pricing Model.
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(c)

R—F——F+-_A=+—8 "
28,456,000 17 & I% & & 142,280,000 13
MARITERERE 2 TFEED 51 /32.40
BITR17.908 7T - ZEHERE 2 Tk
niEFEHE LR D R A6.5F R7.5%
(ZZT——%F : 7.5 K8.55F) °

=

BREZATFERRER

VASR BB A 1 (] 3 T ZEER IR 75 2 2 F
B2 EFRR L BRE 2 X FER
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34.SHARE-BASED PAYMENT TRANSACTION 34. LB AERBRZFE%R3xE (£

(CONTINUED)

(c) Fair value of share options and assumptions (c) BREZAFERBR(E)
(Continued)
FAIR VALUE OF SHARE OPTIONS AND ASSUMPTIONS FERBEZ - TFERERR

4 June 2010 29 June 2009

—g-85 C—SThE
~AMA AA=tAR

Date of offer to grant options RERHBERERN

Fair value at measurement date REtE Bz AFE

Share price at granted date R BE 2 BB

Exercise price 1T1EE

Expected volatility (represents the TEHRR I8 (F552A 25 2
52-week weekly volatility) BRKE)

Options life RE R 2R

Expected dividends TEHIAR 2

Risk-free interest rate = 3 fa I &
(based on Exchange Fund Note) (RINERESZIEAEAE)

The expected volatility is based on the historic volatility
(representing the 52-week weekly return on the Company’s
share). According to the dividend policy of the Company, no
dividend yield is adopted in the above valuation. There was
no service condition or market condition associated with the
share options granted.

HK$0.091 HK$0.254
0.0917& T 0.254/87T
HK$0.300 HK$0.600
0.3007& T 0.600757T
HK$17.90 HK$32.40
17.9038 5T 32.40%7T
67.64% 110%
10 years 10 years
104 105

n/a n/a

TiE H TER
0.38% 0.11%

TEHDR IR JIAR BB R 08 (FE AR A R
MRE2MEE M 2 BEAEK) METE - &
BARRFZREBUR - Ll EIER
AERIA S X o B EATR H AR
RERRRE 2 IR IR IF TS IR A -
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35. DISPOSAL OF DISCONTINUED OPERATIONS
(a) For the year ended 31 December 2012
The effect on the financial position, the total
considerations received and gain on disposal of the
Dragon Gain Group and Circle One Group are as follows:

35. HEC R
(a) BE—Z——F+-A=1+—HLFE
AR - Tz R ERTEER
£E MCircle One=Ez &£ T -

As at the date of disposal

AEE R
Dragon Circle One
Gain Group Group Total
Circle One
EEREE 58 st
HK$'000 HK$'000 HK$'000
THBTT T AT
Property, plant and equipment  #1% - BE M & 3,015 290 3,305
Intangible assets B AE 37,603 — 37,603
Trade and other receivables B 5 N E M EWTIE 1,596 10 1,606
Cash and cash equivalents HekReEEY 5 27 32
Trade and other payables 5 & E b E A (24,050) (1,063) (25,113)
18,169 (736) 17,433
Non-controlling interests FEPE RS R (2,462) — (2,462)
Derecognition of derivative RIEERITE
financial instruments ST A
— put option — R HAE 38,919 — 38,919
— call option — AR A (212 — (212)
Exchange reserve released P& 5 (R AR R (5,330) 55 (5,275)
(Loss)/gain on disposal of HEDKRIEER
discontinued operations (T&8 D, M (5,330) 683 (4,647)
Total consideration BRE 43,754 2 43,756
Satisfied by: SANPIE-E
Consideration received FrUER AR (B 7,000 1 7,001
Consideration to be received P& F U (B 42,200 — 42,200
49,200 1 49,201
Net cash inflow arising HEEEZRERA
on disposal: R
Cash consideration BERE 7,000 1 7,001
Bank balances and FTH & 2 R1T4E R
cash disposed of &k ) (27) (32)
6,995 (26) 6,969

H = & B 8 AN SR B R A HA ] K 1 ]

The impact of the disposal group on the Group’s result
and cash flows in the current and prior periods is
disclosed in note 11.

ZEEANBRSREZZERNMEIIR

& o
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35.DISPOSAL OF DISCONTINUED OPERATIONS 35. HEC®RIL¥(#Z)

(CONTINUED)

(b) For the year ended 31 December 2011 b) B2E=——F+=-A=1+—HILEE
On 30 March 2011, Mega Field International Limited, a RZE——F=A=+H ' ARQAZ
wholly owned subsidiary of the Company, entered into a BB A AEABRE AR AFEAU Chi
sale and purchase agreement with Mr. Au Chi Kong for the KongE £ BEE W% - MHEEARE
disposal of the Group’s 65% equity interests in Wisdom In E R Wisdom In Holdings Limited 2 65%
Holdings Limited and the loan due from Wisdom In Holdings [i&% 48 LA & Wisdom In Holdings Limited &
Limited and its subsidiaries to Mega Field International HIFB QARG RERNBEBRARCE
Limited at an aggregate consideration of HK$2,300,000. K #R{EA2,300,0008 7T °

As at the date
of disposal
REERH
HK$’000
FAT
NET LIABILITIES DISPOSED OF FrtEaERE
Property, plant and equipment I~ BB R 1,688
Intangible assets mEEE 8,330
Trade and other receivables B 5 R E M EWKIR 2,651
Cash and cash equivalents Be MRS EEY 339
Other loan HAER (27,993)
Trade and other payables B 5 K HE AR FIE (16,104)
Deferred tax liabilities EIEMIBRE (655)
(31,744)
Non-controlling interests IR AR 12,647
Exchange reserve released bE 3 AR RR 4,725
Gain on disposal of discontinued HE B RIEEB W (Hat11)
operations (note 11) 16,672
Total consideration wRE 2,300
Satisfied by: AR
Cash Re 2,300
Net cash outflow arising on disposal: HEEA RS MEFEE -
Cash consideration HeRE 2,300
Bank balances and cash disposed of Pt & ZSR1T 8 MRS (339)
1,961
The impact of the disposal group on the Group’s results and HESEHAREER AR KB EHRE
cash flows in the current and prior periods is disclosed in CEBRBEEREZTERFIE
note 11. B o
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36. ACQUISITION OF SUBSIDIARIES 36. WFEb B A S
(@) Acquisition in 2012 (a) —E——FzWiE

On 29 February 2012, the Group acquired the entire RZE—=—F=-HA=+hA8  AKEEA
share capital of the Creative Star Limited (the “Creative BUE=—AWERZEGRAB(TERZ])
Star”) from an independent third party. The total PESEBITIRA - WIHEEMS N 28
consideration paid for the acquisition of Creative Star R {B /20,000,000 7T ° TTAE © 2
was HK$20,000,000. Upon the acquisition, Creative Star ERABASEZENBRF - BER—
and become a wholly owned subsidiary of the Group. RILEER A R R BB B sl AL
Creative Star is an investing holding incorporated in ZBRAR - WHAEREETMKIL 2
Vanuatu with limited liabilities and held as to 60% of ABR A FHong Kong Marketing Service
equity interest of Hong Kong Marketing Service Limited Limited([Hong Kong Marketing]) 2
(“Hong Kong Marketing”) which is incorporated in Hong 60% A& A #Ez - Hong Kong Marketing
Kong with limited liabilities. The principle activities of ZEFEXBREGRSREE - 2R
Hong Kong Marketing is engaged in product advertising BRErE - TBEARERIKEIEER RS -

and promotion, marketing agency and planning, function
organization and media project services.

The net assets acquired in the transaction are as follows: RRSPBEEEFENAT :
Fair value
AFE
HK$'000
FExT
Net liabilities acquired: BEREEEHE
Property, plant and equipment M - BERZE 184
Trade other receivables 8 5 LA M EYGRIA 1,801
Cash and bank balances B MIRTTHEE 1
Trade and other payables B 5N EM IR (2,640)
(654)
Non-controlling interest JEPE A RS 250
Goodwill [ 20,402
Total consideration BRAE 20,000
Total consideration satisfied by: AT PIMER B RAE -
Cash B 20,000
Analysis of the net cash outflow in respect EAWEZRSREFEITOT -
of the acquisition:
Consideration settled in cash LAReERN2RE (20,000)
Investment disposal paid in 2011 R_FE——FEMNHERE 5,000
Cash and cash equivalent acquired Freig v He RIS EY 1
Net outflow of cash and cash equivalents in ERBWERB AT ZRS
respect of acquisition of subsidiary MIRSEEY R FRE (14,999)
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36. ACQUISITION OF SUBSIDIARIES (CONTINUED) 36. WeFBBRB AT (22)
(b) Acquisition in 2011 (b) —ZE——F 2B

(1) ACQUISITION OF INTANGIBLE ASSETS THROUGH

ACQUISITION OF A SUBSIDIARY

On 18 April 2011, the Group acquired the entire
issued share capital of Dragon Gain Worldwide Limited
(“Dragon Gain”) from three independent third parties.
The total consideration paid for the acquisition of
Dragon Gain was HK$41,000,000. Dragon Gain is
an investment holding company, incorporated in the
British Virgin Islands with limited liability, and held as to
51% of the shares of Creative Works Limited (“Creative
Works”). Creative Works is incorporated in Hong Kong
with limited liability. A non-exclusive license for adaption
of a famous Chinese novel called “Born to be Hero” (<
%2\ &) as stage drama to be performed worldwide
(excluding Japan) for a period until 31 December 2015
has been granted to Creative Works by its author Mr.
Louis Cha Leung Yung (also known by his pen name
as Jin-yung € J&). Other than developing the said stage
drama under non-exclusive license, Creative Works has
not conducted any business activity before acquisition.

The consideration was satisfied by the Group in the
following manner:

() astoHK$2,500,000 by cash; and

(i) as to HK$38,500,000 by allotment of 145,283,018
shares of HK$0.01 each in its ordinary share capital
at the issue price of HK$0.265 per share. At the
completion date, the fair value of the consideration
shares totalling HK$37,047,170 is based on
HK$0.255 per share, being market price of the
shares of the Company as at completion date.

The consideration includes a put option granted by the
vendor to the Group and a call option granted by the
Group to the vendor as detailed in note 17.

(1) BB E— N8 L rIK R

E
R-ZE——FWMA+N\B ' AEE
E BB E=HFWEERABEERE
RAI([FEA]) 22 HEEHITHR
z:.: cBWBEREAMNTCRRER
41,000,000 7T c BB &I — R %
B AR WARKBRERLES
FMAZ2ERRAT - BFEAIE
MALBERAR([BIEE ) RN 2
51%# % ° BIEXEA—ZRKRNES
EMKZBRRAR - —HEBK
WEZPSUNFCRENBIABR
ZIR(EBARRIN AR ZFEEEB A
HEE-_ET—HF+_A=+—H
ZIHBTEHIBCEEEEERE
EE(BEZRBER)BETRIEXE °
BRIBIEIEBRT B RR LES
BISN - BIE SR IR A I B 1T
ERCIEL A

AREBIATHITT ASAHE

() PAZR&(E1F2,500,00087T : &

(i) BEIZFEITEESR0.265E T
fic 3% 145,283,018 i & I | B
0.01 Bz T@ARMMER
38,500,000 % Jt * R K B
Hy - A 37,047,170 T2 R
B A FETIRIE AR R
BT B H 2 Th B &[%0.255
ETCETE o

REBRABEIRTAEE ZRA
HEARAASERE R 2 REH
Eé Z \uﬂI' EABHHEA] 7 e
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36. ACQUISITION OF SUBSIDIARIES (CONTINUED) 36. KRB AT (&)

(b) Acquisition in 2011 (Continued) (b) —E——FZWRE(E)
(1) ACQUISITION OF INTANGIBLE ASSETS THROUGH (1) FBWIE—FHE L r] B ETEE
ACQUISITION OF A SUBSIDIARY (CONTINUED) E (&)
The net assets acquired in the transaction are as MR SHFBEZFEENT
follows:
Fair value
AEE
HK$’'000
FHIT
Net assets acquired: EREFEE -
Intangible assets (note 15) B EE(K7E15) 91,668
Other receivable H At R FRIE 11
Non-controlling interests R (44,921)
46,758
Put option granted to the Group (note 17) BT AEB 2R H717) 7,104
Call option granted by the Group (note 17) RASER T 2 RIBERE(HE17) (14,315)
39,547
Total consideration satisfied by: LATR%I 5 S ERRRE :
Fair value of the consideration shares REBRHNTK BB AFE
as at the completion date 39,547
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36. ACQUISITION OF SUBSIDIARIES (CONTINUED) 36. WeFBBRB AT (22)
(b) Acquisition in 2011 (Continued) (b) —BE——F2WEE)
(2) ACQUISITION OF ASSOCIATES THROUGH (©) BB IE—FHE TN &
ACQUISITION OF A SUBSIDIARY =)

On 1 June 2011, the Company acquired the entire
share capital of the Solution Gold Limited (the “Solution
Gold Acquisition”) for an aggregate consideration of
HK$30,000,000, which shall be satisfied by allotment
and issue of 176,470,588 new shares of the Company.
The principal activity of Solution Gold Limited was
investment holding and has exclusive right to use brand

R-ZE——F X A—H KRR
BESolution Gold LimitedZ 2 EFA% AR
([Solution GoldUg& |) - R EA
30,000,000 7T * 78 bAFR 2% & 317
176,470,588 I R R Rl ¥ % 10 2 5
BT ° Solution Gold LimitedZ 3
BEBBIEEER - WBEBREF

name “Fiorcucci” on or in relation to the marketing and REFTKEER LA ZEER
distribution of licensed products. 21788 KR #EE Al FiorcuccilZ fm
fR B o
The net assets acquired in the transaction are as MR SHFBEZFEEMT
follows:
Fair value
AFE
HK$’000
FAT
Net assets acquired: BB FEE ¢
Interests in an associates (note 20) B & R B 2 = (Hat20) 30,709
Other payable E At FETRIR 3)
30,706

Total consideration satisfied by: A% 75 S ERHBARE -
Fair value of the consideration shares REBRHRTKBHZ AFE
as at the completion date 30,706
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37.FINANCIAL INSTRUMENTS 37. 28 TH
(@) Financial instruments by category (a) RERIPEZ2EMTA
The carrying amounts of each of the categories of financial REFREPREEASENZzEMITA
instruments as at the end of each reporting period are as BREEDT -
follows:
THE GROUP rEH

2012
g
Financial Financial
assets at assets at
fair value fair value
through Loans through Loans

profit or and profit or and
loss receivables loss receivables
BRAYE BATE
FFABE BRE FrAE=m BER Rk
Financial assets ZERMEE EBRFEE CoREE  ERFE
HK$’000 HK$’000 HK$’000 HK$’'000
THERT THET FA&T FA&T

Trading security B 5553 981 - — —

Derivative financial PTESRITA
instruments - — 85,997 —
Trade and other receivables & 5 K H b g U 8 - 61,375 = 13,536
Restricted bank deposits ZPBRFIIRI T 5K - 1,721 = 1,728
Cash and cash equivalents H&RHRESZEY - 4,491 — 37,101
981 67,587 85,997 52,365
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37.FINANCIAL INSTRUMENTS (CONTINUED)
(@) Financial instruments by category (Continued)

37. &MIR(%E)
(a) RERISEZEMITAE)

2012 2011
—E--F —T——F

Financial

liabilities

Financial at fair
liabilities value Financial
at through liabilities at
amortised profit or  amortised
cost loss cost
REHEARE mRATE REERA
FE2 AR HEZ
Financial liabilities cHRAE CarAat SHBE
HK$’000 HK$’000 HK$’000
FTERT FET FET
Interest bearing loan SAEREXR 122,600 — —
Trade and other payables B 5 N H MR RIA 7,505 — 52,163
Finance lease payables BhE R E R RIE 26 — 309
Convertible bonds AR (E A 27,937 50,000 24,505
Promissory notes A EE - — 91,895
Derivative financial instruments PTESRMTA - 211 —
158,068 50,211 168,872

THE COMPANY KA E]
2011
—E——F

Financial

assets at

fair value

through
Loans and profit or  Loans and
receivables loss receivables

BAFE
BEER FAE= BER
Financial assets BWHE vomEE EKRFEOE
HK$’000 HK$’000 HK$'000
FTERT FET FET
Derivative financial instrument PTAESEmITA - 38,919 —
Amounts due from subsidiaries FEULHT B A B FB 69,253 — 16,241
Other receivables and deposit paid ~ EfEWFIERENE] S 52,455 — 5,147
Cash and cash equivalents He RIREEEY 2,962 — 34,726
124,670 38,919 56,114
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37.FINANCIAL INSTRUMENTS (CONTINUED) 37. &M THZ
(@) Financial instruments by category (Continued) (a) RERIPEzEMIA(E)
THE COMPANY (CONTINUED) KL A ()

2012 2011
—F—=F —F——F
Financial
liabilities
Financial at fair
liabilities value Financial
at through liabilities at

amortised profit or ~ amortised

cost loss cost

REBHERA RATE REENER

A2z FPAEZ HEZ

Financial liabilities cREE CemAE SRAaf
HK$’000 HK$’000 HK$'000

THERT AT AT

Interest bearing loan FTEER 122,600 — —
Other payables H A ERTEIR 1,486 — 4,119
Derivative financial instrument TESMTA - 211 —
Convertible bonds R ES 27,937 50,000 24,505
Promissory notes AHZE — — 91,895

152,023 50,211 120,519
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37.FINANCIAL INSTRUMENTS (CONTINUED)
(b) Financial risk management
Exposure to credit risk, liquidity risk and market risks arises
in the normal course of the Group’s business. These risks
are mitigated by the Group’s financial management policies
and practices described below.

(A) CREDIT RISK
As at 31 December 2012, the Group’s maximum
exposure to credit risk which will cause a financial loss
to the Group due to failure to discharge an obligation by
the counterparties is arising from the carrying amount of
the respective recognised financial assets as stated in
the consolidated statement of financial position.

In respect of trade and other receivables, individual
credit evaluations are performed on all customers
requiring credit over a certain amount. These evaluations
focus on the customer’s past history of making
payments when due and current ability to pay, and take
into account information specific to the customer as well
as pertaining to the economic environment in which the
customer operates. Trade receivables are due within
30 to 180 days from the date of billing. Normally, the
Group does not obtain collateral from customers. The
impairment losses on bad and doubtful debts account
are within management’s expectation.

The Group’s exposure to credit risk is influenced mainly
by the individual characteristics of each customer.
The default risk of the industry and country in which
customers operate also has an influence on credit risk
but to a lesser extent. At the end of reporting period, the
Group does not have significant concentration of credit
risk.

Further quantitative disclosure in respect of the Group’s
exposure to credit risk arising from trade and other
receivables and investment deposits are set out in notes
22 and 18 respectively.

In respect of deposits with banks, the Group mitigates
its exposure to credit risk by placing deposits with
financial institutions with established credit ratings.

37. &RTH(Z)
(b) BIERRREE
KEI —REBBAREFREAZEER
% mBESERETSRR - ZER
@ T X Pt 2 N R E B B B EUGR k
BB A PRI o

A) EEER
R-EB——%+=-A=+—H &«
SEHECEAEERBREHRR
SH A AREBITEIMERAEE
IR E IR - ERRTIRERE
PBHRAERT NS ERREMEE
ZHRHEE ©

RESREMERZENS @ Y
TERETEREATEEZAMER
FERETEENG - Z2FTET
FERREPBEERIPRE Y
SRR EMZEBRESN  MEEZ
EREFPZHTEEREEERMBEARZE
FREMELCEREZRBEER o
RN FGIEEENRE 2 Eliﬂ'
sungWU%Fﬁo—&

$%l1ﬁm%ﬁm\ﬁ#
%OM%E%WEZHE%EB%
EEBE 2N -

AEBZEERREERERFZ
BRI ERE - TEPREMETE
REIR 2 E KRR T EEER R E
MEE  HRERERE KSR
THRGEER  ARETESEAE
RIEERR

BERASEARE S K EAMEUGK
EM&&ﬁJi%FEEE R

—SELRBEERD %Uﬁﬁéﬁﬁ.ﬁ
22&18 €

BRERTTERME - AEEEBNE

ﬁﬁﬂﬁfﬂ@Z%%%ﬁﬁmﬁ
N ORDHEAR ZEER
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37.FINANCIAL INSTRUMENTS (CONTINUED) 37. &I R(Z)
(b) Financial risk management (Continued) (b) BIERREE(E)
(B) LIQUIDITY RISK @)Mﬁﬁéﬂ

Liquidity risk is the risk that the Group will not be able
to meet its financial obligations as they fall due. The
Group’s approach to managing liquidity is to ensure,
as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, without incurring
unacceptable losses or risking damage to the Group’s
reputation.

Individual operating entities within the Group are
responsible for their own cash management, including
the short term investment of cash surpluses and the
raising of loans to cover expected cash demands,
subject to approval by the parent company’s board
when the borrowings exceed certain predetermined
levels of authority. The Group’s policy is to regularly
monitor its liquidity requirements and its compliance
with lending covenants, to ensure that it maintains
sufficient reserves of cash and readily realisable
marketable securities and adequate committed lines
of funding from major financial institutions to meet its
liquidity requirements in the short and longer term.
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37.FINANCIAL INSTRUMENTS (CONTINUED)
(b) Financial risk management (Continued)
(B) LIQUIDITY RISK (CONTINUED)
The following table details the remaining contractual
maturities at the end of each reporting period of the
Group’s and the Company’s non-derivative financial
liabilities, which are based on contractual undiscounted
cash flows (including interest payments computed using
contractual rates or, if floating, based on rates current at
the statement of financial position date) and the earliest
date the Group and the Company can be required to

7. &MTIAE
(b) AHBREREER(E)

B) EBEL@EE (&
TRANARERARRBIEITE R
BEARSHRENEEE R 2K
EHMEHAE - METIZEFTAIAREE
BR2mE (BRIERAA M XS
BIFENE - R SAANE B H
ERIMERGF R Z M ENFOARAE
B RARR] A REAN R &P B
RERERGH

pay:
The Group NEE
2012
“E-Cf
Total Morethan  More than More then
Contractual Within1year ~ 1yearbut  2years but Contractual 1year
Carrying  undiscounted oron less than less than Camying  undiscounted Tyearof  butless than
amount  cash flow demand 2years 5years amount cashfow — ondl 2 years
ANAERE  WN-FRE BB-F EERE & BEXE
REE RERBLE BEX  BIWRE  BONEF BEE 3
HK$000 HK$000 HK$000 HK$000 HK$'000 HK§'000
TER ThR ThR TR BT Tin
Trade and other payables B A REA R 7,505 7,505 7,505 - - 52,163 52,163 52,163 -
Finance lease payable HEARERERE % % % - - 1215 1353 374 35
Inferest bearing loan HRER 122,600 122,600 122,600 - - - - - -
Convertible bonds TARER 21,981 2,981 - 21,931 - TA505 74,505 50,000 24505
Promissory notes RiZE - - - - - 91,8% 106,686 - 106,686
158,068 158,068 130,131 21,931 - 219,778 234,107 102,537 131,586
The Company PN/NE]
2012
“§-If
Total Morethan  More than More then
Contractual Within1year ~ 1yearbut  2years but Contractual 1year
Carrying  undiscounted oron less than less than Camying  undiscounted Tyearof  butless than
amount  cashflow demand 2years 5years amount cashflow — ondemand
ARAE  WN-FRE BB-F EERE RE; RERE
REE RENELEE BRER  EOWRE  BONEE REE Be i
HK$'000 HKS$'000 HKS$'000 HK$'000 HKS$000 i HK$'000
TEn TR TEL ThR TR BT BT
Interest bearing loan SEER 122,600 122,600 122,600 - - - - - -
Other payables EifERZA 1,486 1,486 1,486 - - 4119 4119 4119 -
Convertible bonds RARES 2,97 2,981 - 21,931 - 4505 74,506 50,000 24,505
Promissory notes KAZE - - - - - 91,895 106,686 - 106,686
152,023 152,028 124,086 21,937 - 170519 185,310 54,119 131,191
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37.FINANCIAL INSTRUMENTS (CONTINUED)
(b) Financial risk management (Continued)
(C) MARKET RISK
()  Currency risk
The business transactions of the Group conducted
during the year were mainly denominated and
settled in either RMB or HKD. The Group currently
does not have hedging policy in respect of the
foreign currency risk. However, management
monitors the related foreign currency risk exposure
closely and will consider hedging significant foreign
currency risk exposure should the needs arises.

Based on the market condition at end of reporting
period, the Group determined that it is reasonably
possible for RMB to strengthen/weaken by 10%
against HKD in the coming twelve months (2011:
10%). Hence, 10% are the sensitivity rates used in
the current year when reporting foreign currency
risk internally to key management personnel and
represent management’s assessment of the
reasonably possible change in foreign exchange
rates. The sensitivity analysis includes outstanding
foreign currency denominated monetary items
and based on the assumption that other variables
are held constant. A positive number below
indicates an increase in profit or equity where
RMB strengthens 10% against HKD. For a 10%
weakening of RMB against HKD, there would be a
comparable impact on the profit or equity, and the
balances below would be negative.

37. 8T HRZ)
(b) MHERAREEE)
©C) TEER

M

B ER
AEBRENETZIEBRS
TEUAARKSE TR M A
g AEERKLBEARBINEG
R 2 R » R - B
B R Y B4 P E B 2 B RSN
R - X E BN EESHE
RINE R -

ERREMAERE 20N
REERBARE N BT 4L
RAXR+-—@AAE L&
10%(=ZF——F : 10%) - A
o AEERMEEEEAEN
=0 R 3R 91N R B B BT R R 2 8K
REB10% RREEEBYHE
KAl REHIREBIEL 2 AT
fly o WIBHEE D AT EFELASN
MABNZ AENEEIER -

EHHRFREEARELBTA
1B10% 5 )4 M) sl i 2 2 3B AN
BEARBEBITREI0% i
M BE eIz ZERE
BE - ISR RR R -

2012 2011
—EB-——F
HK$’000 HK$’000
FHExT FAT
Profit or loss! i Al Sk ETHE (39,984) 131,019
Equity? FERR2 (210,832) (178,233)
Notes: Wi

(1)  This is mainly attributable to the exposure outstanding
on receivable and payable denominated in RMB at
the end of the reporting period.

(2) This is mainly attributable to the reserves which are
denominated in RMB included in equity at the end of
the reporting period.

(8) In the opinion of the management, the sensitivity
analysis is unrepresentative of the inherent foreign
exchange risk because the exposure at the end of the
reporting period does not reflect the exposure during
the year.
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37.FINANCIAL INSTRUMENTS (CONTINUED)
(b) Financial risk management (Continued)
(C) MARKET RISK (CONTINUED)

37. &MTIAE)
(b) BABEBEE ()
() T5EE

0

Interest rate risk

Apart from cash and cash equivalents, the interest
bearing loan which is at fixed rates, the Group has
no significant interest-bearing assets and liabilities.
The Group’s income, expenses and operating cash
flows are substantially independent of changes in
market interest rates. Fluctuation of market rates
does not have significant impact to operating cash
flows.

(D) FAIR VALUES

()

Financial instruments carried at fair value

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

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

— Level 2: fair values measured using quoted
prices in active market for similar financial
instruments, or using valuation techniques
in which all significant inputs are directly or
indirectly based on observable data.

— Level 3 (lowest level): fair value measured using
valuation techniques in which any significant
input is not on based observable market data.

The movement during the year is of derivative
financial instruments is shown in note 17.

(i)
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Notes to the Financial Statements B4 &R 3% M=

37.FINANCIAL INSTRUMENTS (CONTINUED) 37. &M THZ
(b) Financial risk management (Continued) (b) BHERAREERE)
(D) FAIR VALUES (CONTINUED) D) AFE(E)
(i) Financial instruments carried at other than fair value (iy WIEAARFEIRZzERTE
All significant financial assets and liabilities are RZE-——FR_FT——F
carried at amounts not materially different from their +ZA=+—H FiIEEKRS
fair values as at 31 December 2012 and 2011, MEERBEDNKREREANTE
except for the balances due to a director, a related WHREBAZE 2 GREIE
company and non-controlling interest holders, BT —RESHIEHE - BT
which are interest-free and have no fixed repayment —REE DA FIARTE N ER
terms. Given these terms, it is not meaningful to R R A AFIERFEE
disclose their fair values. RN BRARNREBEAZER

W EEEERD - ERNZER
R WEZSAFETEES -

The level in the fair value hierarchy within which the ZATFEEREE(ERRATERE
fair value measurement is categorised in its entirety is THRERHSR)NNERA - ThikE
determined on the basis of the lowest level input that is BENTEASEEENRERR
significant to the fair value measurement in this entirety. WABEMET -

The Group and the Company
AEERART

Level 1 Level2  Level 3 Total Level 1 Level 2 Level 3 Total
B—R  EZR  E=R @it F4 £ F=R e
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
THERT THET TERT THET THT FHT FHBT THT

Financial assets at R AF{EFA
fair value through B B%

profit or loss EE
Trading securities B 5% 981 - - 981 - - - -
Derivative Financial MTESBMTA
Instruments - - - - - — 85,997 85,997
981 - - 981 — — 85,997 85,997
Financial liabilities at &2 F{&3F A
fair value through 83 2B
profit or loss =1
Derivative component Rk &%~
of convertible bonds ~ AT4ZH = = - - - — 50000 50,000
Derivative Financial MTESRTIA
Instruments - - - - — — 211 211

= = - - — — 50,211 50,211
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37.FINANCIAL INSTRUMENTS (CONTINUED) 37.£MTR(E)

(b) Financial risk management (Continued) (b) BIEEREE(Z)
(F) FAIR VALUE ESTIMATION (F) =FlERBE
The following summarises the major methods and T MEEG 2T AR FER
assumptions used in estimating the fair values of FrfE Az EE R ERRE -

financial instruments.

() Derivative financial instruments () PTESMTA
The estimate of the fair value of the options is FEARAZEAAEEEEXGE
measured using the Binomial Option Pricing Model. HARE 2 (AR AFME -
38. CAPITAL RISK MANAGEMENT 38. EXEGERE

The Group’s primary objectives when managing capital are to REBEBERAFEZEE  NREXREE
safeguard the Group’s ability to continue as a going concern, BB BIRIS BIC R BELE - e Mee B R e
so that it can continue to provide returns for shareholders and [B\Bga 7K AR 3 P 2 = m SR AR TS TE (B LA S IE S
benefits for other stakeholders, by pricing products and services BEKACRE  BEAIREAIERRAKL
commensurately with the level of risk and by securing access to EEMEREARXE

finance at a reasonable cost.

The Group actively and regularly reviews and manages its capital REEEGRE R REBREERER - A
structure to maintain a balance between the higher shareholder FRERREREL TAEHE RSEE
returns that might be possible with higher levels of borrowings IR B B P B AR A5 3R 2 1 B I AR P& 2 ]
and the advantages and security afforded by a sound capital W WABRKERBEZESHHERNERE
position, and makes adjustments to the capital structure in light YEH A% -

of changes in economic conditions.

In order to maintain or adjust the capital structure, the Group BHRFABREAER  ~EESS AR
may adjust the amount of dividends paid to shareholders, return RERMNZREEE « MRFRBIER - 2
capital to shareholders, issue new shares, or sell assets to THRMDIHEEE - LURET -

reduce debt.

The Group manages capital by regularly monitoring its current AEBEFATHERABNABERBES
and expected liquidity requirement rather than using debt/equity EREEEAR - MIERARER,tEmL Ao
ratio analysis. #T ©
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39. COMMITMENTS 39.

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

g
R-ZZE——F+-A=+—08 " BETAIH
HREHE ARRERASNRREREZET
KT

The Group
AEE

2012 2011
—E——F T——F
HK$’000 HK$’'000
FERT FET
Within 1 year —FR 3,181 3,703
Within 5 years and after 1 year —FRERFA 13,024 12,006
After 5 years FF1% 2,894 6,367
19,099 22,076

The Group is the lessee in respect of a number of properties
held under operating leases. The leases typically run for an initial
period of 2 to 5 years. The leases did not include any extension
options. None of the leases include any contingent rentals.

40. MATERIAL TRANSACTIONS AND BALANCES 40.
WITH RELATED PARTIES
(a) Key management personnel compensation
Remuneration for key management personnel of the
Group, including amounts paid to the Company’s directors
as disclosed in note 8 and certain of the highest paid
employees as disclosed in note 9, is as follows:

REERZARBKEHERE 2 WE 2%
HA - ZEHE-—RVNT/H—_ERF -
ETEREMEREERE - RO THSE
AHAEE ©

EXFEALX B REGHR

(a) TEEBABZHE
REBETRERABNE (BIEMESH
BREECNARREE 2 &AM
BREENETHRSFEEZSBIWMT :

The Group The Company
rEEH AN

2012 2011 2012 2011

—EB--F —ZT——F =B —T——F

HK$’000 HK$’000 HK$°000 HK$'000

FET FABT FET FET
Short-term employees HEES R

benefits 2,786 6,685 1,599 4,444

Post-employment benefits RIRAEF 4 44 12 36
Share-based payment VARGAD AL

PANES - — - _

2,790 6,729 1,611 4,480

Total remuneration is included in “staff costs” (see note 6(b)).
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40.MATERIAL TRANSACTIONS AND BALANCES 40. EXEEAN LR SRER(Z)
WITH RELATED PARTIES (CONTINUED)

(b) Transactions with other related parties (b) EEHMEAEALRS

During the years ended 31 December 2012 and 2011, the
Directors consider that the following are related parties of

the Group.

Name of party

RMESHE BB

RE-F —FR-F——%+-7
=S+-BILEE  EERAUTANA
ARBEBEATL -

Relationship with the Group
HEAKEZEF

Ms. Bibi Mariam Maria Cordero
(“Ms. Cordero”)

Bibi Mariam Maria Cordero# =+
([Corderoz+ 1)

True Regent International Limited
(“True Regent”)

True Regent International Limited
([True Regent )

Mr. Chin Wing Keung (“Mr. Chin”)
Chin Wing Keung %t 4 ([Chinft 4 1)

Mr. Chan Chi Kwong (“Mr. Chan”)
Chan Chi Kwong5Et 4 ([ Chanst 4 ])

() RENTAL EXPENSES TO TRUE REGENT

Ms. Bibi Mariam Maria Cordero (“Ms. Cordero”), a director of
the subsidiary of the Company

Bibi Mariam Maria Cordero® + ([ Corderozz =+ |) A7 A 7]
MEBARZES

Ms. Cordero is one of the shareholders of True Regent

Cordero & ATrue Regenti% 3R 2 —

The spouse of Mr. Chin is a minority equity holder of the Group

Chinft £ 2 BLBRASE 2 D EBHESRA A

The spouse of Mr. Chan is a minority equity holder of the Group

Chanft £ Z ECB AAEE 2 VB R A A

() iﬁﬁ%ﬁ?ﬁ FTRUE REGENT

During the year ended 31 December 2012, no such (E-F——F+=-A=+—HL

expenses has been incurred by the Group.

FE - AREBEEETMAMX -

During the year ended 31 December 2011, the Group HE—_ZT——F+_A=+—H1t
paid rental expenses of approximately HK$1,278,200 FE - AEBE 491,278,200 7T

to True Regent for providing premises and certain audio
and video equipment and instruments to the Group.

(I) RENTAL EXPENSES TO TRUE REGENT
During the year ended 31 December 2012, no such
expenses has been incurred by the Group.

Z B FTrue Regent AETR{f
PIFELARE T 58 RErs g
BTAEHE -

() ZHHEERMT FTRUE REGENT
BE—_Z——+-_A=+—HIt
FE  AEEBBEELETMARAX -

During the year ended 31 December 2011, the Group HE_ZT——F+-_A=+—H1t

paid rental expenses of approximately HK$94,500 to
Ms. Cordero for providing premises to the Group.

FE - ANEEZ 94,5008 T2
FAER X FCorderoZ + ARt
JE
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40. MATERIAL TRANSACTIONS AND BALANCES
WITH RELATED PARTIES (CONTINUED)

(b) Transactions with other related parties (Continued)

(c)

() ARTISTS MANAGEMENT INCOME FROM TRUE

REGENT
During the year ended 31 December 2012, no such
expenses has been incurred by the Group.

During the year ended 31 December 2011, the Group
received artists management income of approximately
HK$457,000 from True Regent.

(IV) DEVELOPMENT COSTS TO MR. CHIN

During the year ended 31 December 2012, the Group
has no development costs incurred for the stage drama
(2011: HK$1,852,000) which have been capitalised to
intangible assets.

(V) DEVELOPMENT COSTS TO MR. CHAN

During the year ended 31 December 2012, the Group
has no development costs incurred for the stage drama
(2011: HK$1,235,000) which have been capitalised to
intangible assets.

Other related party balances

Other than those balances disclosed elsewhere in the
consolidated financial statements which is unsecured,
interest-free and repayable on demand except otherwise
stated, the Group has no other balance with related parties
as at 31 December 2012 and 2011.
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(b) BEREMBEEALRS(E)

() BTRUE REGENT.Z & A &L
WA
HE_T——F+-A=+—HL
FE  AEEMEEEEMAY -

HE-_Z——F+=-A=+—H
IFFE © A True Regent & BL £
457,000 T2 BEABBIA -

(V) Z1TZREHK A FCHINIE £
BHE-_ZT——F+=-_H=1T—H1t
FE AEBECBUTEELT
BRA(—ZF——F : 1,852,000
JL)  HEWEMCEEREE -

V) ZIEEH A TFCHANEE
BHE-_ZT——F4+=-_H=1T—H1t
FE AEBECBUTEELT
BRA(—ZF——4F : 1,235,000
JL)  HEWEMCEEREE -
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41. ACCOUNTING ESTIMATES AND JUDGEMENTS
The Group’s management makes assumptions, estimates and
judgements in the process of applying the Group’s accounting
policies that affect the assets, liabilities, income and expenses in
the financial statements prepared in accordance with HKFRS.
The assumptions, estimates and judgements are based on
historical experience and other factors that are believed to be
reasonable under the circumstances. While the management
reviews their judgements, estimates and assumptions
continuously, the actual results will seldom equal to the estimates.

(a) Critical accounting judgements in applying the
Group’s accounting policies
In the process of applying the Group’s accounting
policies, management has made the following accounting
judgements:

()

)

USEFUL LIVES OF PROPERTY, PLANT AND
EQUIPMENT AND INTANGIBLE ASSETS
Management determines the estimated useful lives
of and related depreciation/amortisation charges
for its property, plant and equipment and intangible
assets. This estimate is based on the actual useful
lives of assets of similar nature and functions. It could
change significantly as a result of significant technical
innovations and competitor actions in response
to industry cycles. Management will increase the
depreciation/amortisation charges where useful lives are
less than previously estimated lives, or will write-off or
write-down technically obsolete or non-strategic assets
that have been abandoned or sold.

GOING CONCERN BASIS

Management makes an assessment of the Group’s
ability to continue as a going concern when preparing
the consolidated financial statements. In assessing
whether the going concern assumption is appropriate,
management takes into account all available information
about the future, which is at least, but is not limited to,
twelve months from the date of this report. The degree
of consideration depends on the facts in each case.

M. ErHEE R FER

AEBEEENEAAEESFBERREH
SRERBERCUHREERIPIRELZ 8755
BRZEBE  BfE  WAKRRANZEER A
R AE o RFRR - AR KA TRES
EEBRENZEBR THERAEZEME
=EH - AEREREEBRE 2 A -
Bt RRR - HERERRD S EEFHE
[@] ©

(a) BAASEEEFERSGELZEES
gl
ERRARE ZETBRE - BIEEE
AN &R HIE -

() YF  BERREARELEEZ
A (& F 5
EEBETHEYE - BFE L&A
MERBEZ AT A ERFHNR
BREATE BB - %At T
HEEE R BE 2 BRRAI(E
RAEHREE - BRI REREARHX
Bl R FHFRETERSN 2T
B AR E - WA A FHRE
HIFTfAET 2 FRBRE - IEEER
mINTE B - RSMHE
WORE R E S & 2 MBI Ik
REEMEEE -

() FFAEAEEEE
B BERRLR A M mR A
REBEBLE 2N - ERER
BREZBREGCRER  BHEE
ZRAERBEAAREIEMER
R BARE B R+ —EAR)
ZER  ZEEREERTENEE

BRMIE
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Notes to the Financial Statements B &R Z= M5

41. ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)
(a) Critical accounting judgements in applying the
Group’s accounting policies (Continued)

(1)

()

GOING CONCERN BASIS (CONTINUED)
Management believes that the Group is able to continue
as a going concern after taking into account the
measures, financial supports and the future profitable
operations as detailed in note 2(b). Accordingly,
management has prepared the consolidated financial
statements on a going concern basis. An adverse
change in any of the above conditions would require the
financial statements to be prepared on an alternative
authoritative basis and such basis, together with the
fact that the consolidated financial statements is not
prepared on a going concern basis, would need to be
disclosed. If the Group was unable to continue as a
going concern, adjustments relating to the recoverability
and classification of recorded asset amounts or
classification of liabilities may need to be incorporated
into the consolidated financial statements.

INCOME TAXES AND DEFERRED TAXATION

The Group is subject to income taxes in several
jurisdictions. Significant judgement is required in
determining the provision for income taxes. There
are many transactions and calculations for which
the ultimate tax determination is uncertain during the
ordinary course of business. The Group recognises
liabilities for anticipated tax issues based on estimates of
whether additional taxes will be due. Where the final tax
outcome of these matters is different from the amounts
that were initially recorded, such differences will impact
the income tax and deferred tax provisions in the period
in which such determination is made.

Deferred tax assets relating to certain temporary
differences and certain tax losses are recognised as
management considers it is probable that future taxable
profit will be available against which the temporary
differences or tax losses can be utilised. Where the
expectation is different from the original estimate, such
differences will impact the recognition of deferred
tax and tax in the periods in which such estimate is
changed.
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41. ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)
(b) Sources of estimation uncertainty
Key sources of estimation uncertainty are as follows:

()

()

IMPAIRMENT OF ASSETS

The Group reviews the carrying amounts of the assets
at the end of each reporting date to determine whether
there is objective evidence of impairment. When
indication of impairment is identified, management
prepares discounted future cashflow to assess the
differences between the carrying amount and value in
use and provided for impairment loss. In determining the
value in use of certain assets and liabilities, the Group
makes assumptions of the effects of uncertain future
events on those assets and liabilities at the statement
of financial position date. These estimates involve
assumptions about such items as risk adjustment to
cash flows or discount rate used, future changes in
salaries and future changes in prices affecting other
costs. The Group’s estimates and assumptions are
based on the expectations of future events and are
reviewed periodically. Any change in the assumptions
adopted in the cash flow forecasts would increase or
decrease in the provision of the impairment loss and
affect the Group’s net asset value.

An increase or decrease in the above impairment loss
would affect the net profit in future years.

FAIR VALUE OF DERIVATIVE FINANCIAL
INSTRUMENTS

Derivative financial instruments of the Group
represented put and call options granted by the vendor
of a company acquired by the Group. This requires an
initial recognition of the put and call options at its fair
value and subsequent measurement at fair value.

In assessing the fair value of the put and call options,
the Binomial Option Pricing Model was used. This
model is one of the generally accepted methodologies
used to calculate the fair value of the put and call
options. It requires the input of subjective assumptions.
Any changes in these assumptions can significantly
affect the estimate of the fair value of the put and call
options.

M. Bt EERFIE(E)

(b) faETTHEERRZRR
BT THEERRZERZRRMAT -

()

()
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41. ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)
(b) Sources of estimation uncertainty (Continued)
() ESTIMATED IMPAIRMENT OF GOODWILL

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating
units to which goodwill has been allocated. The value
used in the calculation requires the Group to estimate
the future cash flows expected to arise from cash-
generated unit and a suitable discount rate in order to
calculate the present value.

Where the actual future cash flows are less than
expected, a material impairment loss may arise.
As at 31 December 2012, the carrying amount of
goodwill was approximately HK$20,402,000 (2011:
HK$14,329,000).

Details of the recoverable amount calculated are
disclosed in note 16.

(V) ALLOWANCE FOR IMPAIRMENT OF BAD AND

DOUBTFUL DEBTS

The Group makes allowance for impairment of bad
and doubtful debts based on an assessment of the
recoverability of trade and other receivables and
deposits. Allowances are applied to trade and other
receivables and deposits where events or changes
in circumstances indicate that the balances may
not be collectible. The identification of allowance for
impairment of bad and doubtful debts requires the use
of judgement and estimates. Where the expectation is
different from the original estimate, such difference will
impact carrying value of receivables and allowance for
impairment in the period in which such estimate has
been changed.
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42.POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR

ENDED 31 DECEMBER 2012

The following Hong Kong Financial Reporting Standards in issue
at 31 December 2012 have not been applied in the preparation
of the company’s consolidated financial statements for the
year then ended since they were not yet effective for the annual

period beginning on 1 January 2012:

HKAS 19 (2011)
B UIHERIE 105 (Z2——4F)

HKAS 27
BREGETERE275R

HKAS 28
BB GTERFE285R

HKFRS 9
BB ERELERFEINR

HKFRS 10
BAMBHREERE105%

HKFRS 11
BAMBHREERE 1155

HKFRS 12
BAMBHREERF 125

HKFRS 13
BAMBHEERIF135%

HK(IFRIC) — Int 20

B (BB HERERELZE D) —2EFE20%0
Amendments to HKAS 1

BB GETERE15R (BT A)

Amendments to HKAS 32
BAEFTELEI2FEFTA)

Amendments to HKFRS 7
BB BEMEERETIRUBETA)

Amendments to HKFRS 10
BB EERFE105R(BETA)

Annual improvements to HKFRSs (2009-2011)
BB E LR 2 FEUCE
(ZEENFE_ZT—F)

2 NEBE_T-—_—F+-A=+—HLHE
ECEMEREKRERZIET « HsTEL
RREZORERE

TR ——F+-A=1+—HEHZE
B K RELEANL REARBEANRFAR
FREZEAUB®RE - TRRELRR -F
——F—A-BZFEHRER -

Employee Benefits
(ASEER

Separate Financial Statements

B BT ERK

Investments in Associates and Joint Ventures
REtE AR REERAZIRE

Financial Instruments
S@MITA

Consolidated Financial Statements

fRe MK

Joint Arrangements
e Lk

Disclosure of Interests in Other Entities
WENHEMERR 2 m

Fair Value Measurement

AF{EHE

Stripping Costs in the Production Phase of a Surface Mine
BB RIS 4 E HAR AR HI A AR

Presentation of ltems of Other Comprehensive Income
Hib2EKRAEER 2275

Offsetting Financial Assets and Financial Liabilities

HETREERERAE

Disclosures — Offsetting Financial Assets and Financial Liabilities

RE-BAHSREEIRERAE

Investment Entities
REER

Amendments to HKAS 1, HKAS 16 and HKAS 32
EERIDEAE1S  BERIEAF 1R REBRIER
FEI25R IEF] A
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42.POSSIBLE IMPACT OF AMENDMENTS, NEW

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

The company is required to initially apply these Hong Kong
Financial Reporting Standards in its annual consolidated financial
statements beginning on 1 January 2013, except that the
company is required to initially apply Amendments to HKAS 32
and HKFRS 10 in its annual consolidated financial statements
beginning on 1 January 2014 and HKFRS 9 in its annual
consolidated financial statements beginning on 1 January 2015.

The Group has commenced an assessment of the impact of
these new and amended HKFRSs but is not yet in a position to
state whether they would have a significant impact on its results
of operations and financial position.

43.NON-ADJUSTING POST BALANCE SHEET

EVENTS

Events after the reporting period

(@ On 26 November 2012, the Group, through its
wholly owned subsidiary, Fame Network Limited
(“Fame Network”), entered into an agreement with
an independent third party for the acquisition of the
entire issued share capital of Mass Apex Limited at a
consideration of HK$68 million. The consideration shalll
be settled by cash of HK$9,200,000 and promissory note
of HK$58,800,000.

The transaction has not yet been completed up to the
date of approval of these financial statements.

(b) On 28 December 2012, Brilliant Reach Investments
Limited (the “Purchaser”), a wholly owned subsidiary of
the Group and the original purchaser of 51% of the entire
issued share capital of Fountain City Holdings Limited
(“Option Shares”), has exercised the Put Option to put
back the Option Shares to their original vendor, Diwang
Limited (the “Vendor”) at the Option Exercise Price of
HK$58.65 million.

Pursuant to the terms of the Agreement dated 7 October
2010, the Purchaser and the Vendor, completion of
putting back the Option Shares from the Purchaser to
the Vendor shall take place within 180 days from the date
of exercising the Put Option (i.e., on or before 26 June
2013).
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43.NON-ADJUSTING POST BALANCE SHEET
EVENTS (CONTINUED)

Events after the reporting period (Continued)

(©)

On 8 January 2013, the Company and the Noteholder
entered into the Extension Agreement to amend
the Conditions relating to (i) the maturity date of the
Convertible Note by extension of one year to 28 March
2014; (i) interest by providing interest of 2% per annum
on the outstanding principal of the Convertible Note and
related provisions on the extinction of rights to repayment,
interest on conversion amount, early redemption by the
Company and non-payment; (iii) the right to convert
into Shares by changing it from 5% to 29.9%; (iv) the
public float restriction by adding new Condition and (v)
the Conversion Price by changing it to HK$0.50 per
Conversion Share.

As at 31 December 2012, the aggregate outstanding
principal amount of the Convertible Note of approximately
HK$27,937,000 which is legally and beneficially owned
by the Noteholder. The transaction has not yet been
completed up to the date of approval of these financial
statements.

On 5 February 2013, the Company entered into the
Underwriting Agreement with the Underwriter in relation to
the underwriting and the relevant arrangements in respect
of the Open Offer, on a fully underwritten basis. The
Company proposes to raise not less than approximately
HK$65,600,000 and not more than approximately
HK$65,800,000 before expenses by issuing not less
than 131,294,226 Offer Shares and not more than
131,635,698 Offer Shares at the Offer Price of HK$0.50
per Offer Share on the basis of two Offer Shares for every
one existing Share held on the Record Date and payable
in full on acceptance.

The transaction has not yet been completed up to the
date of approval of these financial statements.
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43.NON-ADJUSTING POST BALANCE SHEET
EVENTS (CONTINUED)
Events after the reporting period (Continued)
(e) On 5 February 2013, the Board has determined by

43. AR E R BEASIE(AE)

HEHREBREEE)
o) RZE—=%_HAHAB EFE

—

resolution to propose to the Shareholders to increase
the authorised share capital of the Company from
HK$100,000,000 to HK$1,000,000,000 by the creation
of 1,800,000,000 new Shares of HK$0.50 each and
shall convene a meeting of the Shareholders to pass
an ordinary resolution to approve the increase of the
authorized share capital of the Company.

The transaction has not yet been completed up to the
date of approval of these financial statements.

44. LITIGATION
(@) Reference is made to the announcements of the

Company dated 27 May 2012, 6 June 2012, 14 June
2012 and 3 August 2012 (“the Announcements”) in
relation to the HK$50 million Convertible Bonds issued by
the Company on 28 October 2011 to Sun Finance Co.,
Ltd. (“Sun Finance”).

On 17 May 2012, Sun Finance served a statutory
demand on the Company pursuant to s.177 & 178 of
the Companies Ordinance demanding for a sum of
HK$54,975,000 (“the Statutory Demand”).

On 6 June 2012, the Company obtained from the Court
of First Instance of the High Court in the proceedings
of HCMP 1121/2012 an Ex Parte injunction order (“the
Injunction Order”) that, amongst other things, Sun Finance
be restrained, whether by itself or by its officers, servants
or agents, or otherwise howsoever, from presenting
and/or issuing winding-up petition against the Company
upon or in respect of the Statutory Demand, whether
for or on the basis of the non-satisfaction or otherwise
of the said demand, until after the hearing of the Inter-
Partes Summons on 15 June 2012 at 9:30 a.m. before a
Summons Judge or until further order meanwhile.
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44. LITIGATION (CONTINUED)

(@

(Continued)

On 3 August 2012, the Company reached a full and
final settlement with Sun Finance in respect of the Court
Application and all of the claims by Sun Finance against
the Company arising from the Bonds, the Instrument
and the Statutory Demand by virtue of a Settlement
Agreement dated 3 August 2012 (“the Settlement
Agreement”). The parties also signed and submitted
to the Court a Consent Order on 6 August 2012 in
respect of the proceedings of HCMP 1121/2012 (“the
Consent Order”). Pursuant to the Settlement Agreement
and the Consent Order, (i) the Company paid a sum of
HK$56,885,245.90 to Sun Finance in full settlement of
the principal amount of HK$50 million of the Bonds and
the interest accrued thereon up to and including 2 August
2012 whereupon all liabilities of the Company towards
Sun Finance arising from the Bonds, the Instrument and
the Statutory Demand shall be discharged; and (ii) the
Court Application shall be stayed.

On 3 August 2012, the Company reached a Settlement
Agreement with Sun Finance and made a further
drawdown under the Loan Facility in an amount of HK$65
million and paid a sum of HK$56,885,245.90 of which to
Sun Finance in full settlement of the principal amount of
HK$50 million and the interest accrued thereon up to and
including 2 August 2012 whereupon all liabilities of the
Company towards Sun Finance were discharged.

On 10 October 2012, a writ of summon (the “Writ”)
was served on the Company. The Writ was issued on
21 September 2012 by Song Zizhang (the “Plaintiff”)
against: Cheung Man Yau, Timothy as 1st defendant,
Glorison Development Limited as 2nd defendant and the
Company as 3rd defendant.
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44_LITIGATION (CONTINUED) 44. sRFER (&)
(b) (Continueqd) () (&)

Pursuant to the Writ, the Plaintiff claims, among other
things, against the Company for (i) a declaration that
the Company do cause the transfer of all TLT Services
(Shanghai) Limited’s shares (the “Shares”) to the Plaintiff;
and (i) an order that the Company do transfer or cause
to transfer the Licence (the “Licenses”, defined in the
statement of Claim indorsed to the Writ as to mean the
two licenses for the purposes of permission to operate
add-value mobile business and permission to use
recharging and access code of short message services in
China obtained by Shanghai Tang Road Communication
Company Limited (whose name was later changed to
TLT (Shanghai) Limited)).

The board of the directors of the Company is of the view
that the Plaintiff’s claims against the Company under the
Writ are unfound and the Company has retained solicitors
to defend the Plaintiff’s claims against the Company
under the Writ.

[t was stated in the Announcement that the Board was of
the view that the Plaintiff’s claims against the Company
under the Writ were unfound.

On 13 December 2012, the Company has applied to the
High Court to strike out the Plaintiff’s claim against the
Company under the Writ and hearing of the application is
scheduled on 22 May 2013.

Details of the transaction were published in the
Company’s announcement dated 13 March 2013.
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45. COMPARATIVE FIGURES 45. LB
Certain comparative figures have been re-presented to ETHERBFEEFZY - URFEARERZ
conform to current year’s presentation. 255 o

46. APPROVAL OF THE FINANCIAL STATEMENTS  46. #it 81788 R
The financial statements were approved and authorised for AYBBREREN_E—=F=-A=THAK
issue by the board of directors on 25 March 2013. oA RBETE -
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