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Dear Shareholders,

On behalf of the Board of Directors (the “Board”), | am pleased to present the
first annual results of Telefield International (Holdings) Limited (the “Company”)
and its subsidiaries (collectively the “Group”) for the year ended 31 December
2010 (the “Year") since our successful listing on the Stock Exchange of Hong
Kong ("HKEx") Limited on 27 January 2011.

The Group generated record-high revenue of approximately HK$1,145.5 million
for the Year, representing an increase of approximate 39.4% over 2009. Gross
profit increased by 34.6% from 2009 to approximately HK$252.6 million, while
gross profit margin remained fairly stable at 22.1% compared to 22.8% in 2009.
Profit attributable to owners of the Company was approximately HK$69.9
million, which is in line with the profit estimate stated in the prospectus. If the
non-recurring one-off items in relation to expenses relating to the Group's initial
public offering (the “IPO") in Hong Kong is excluded, it performed better as
compared with 20009.

The Board recommended a final dividend of HK$0.018 per share for the Year.

It is our ongoing strategy to expand the Group’s business by placing emphasis
on developing products with higher profit margin, as well as elevating
our operations vertically toward branded businesses. The Group’s strong
revenue growth was the result of an increase in our EMS business involving
various non-telecommunication products, and the full-year operation of our
branded business. Although the global economy, particularly the economies
of developing countries, remained weak in 2010, we were able to secure
stable orders with high production volume. This allowed us to capitalise on
economies of scale, and enhanced our bargaining power with suppliers of raw
materials and components owing to frequent bulk purchases.

During the Year, the Group's Electronic manufacturing services (the “EMS”)
business grew steadily in terms of revenue and profitability, as greater number
of customers recognized our high proficiency in engineering, awarding
us with more new product orders. Our efforts to continuously improve
production technologies and manufacturing efficiency allowed the Group to
stay competitive and achieve greater profitability. The Group entered into the
health-care products segment in view of continuing growth opportunities, as
well as higher margin associated with such products. We sent our first shipment
of health-care related products at the end of 2010. Entering into health-care
products manufacturing represents an important strategic move for the Group
as we believe that such activity will not only help increase sales revenue but
also the gross margin of our EMS business.
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With regards to our branded businesses, which has been in operation in North
America and Europe for the second year, we have achieved solid progress.
The RCA small and medium business phone system (the “SMB phone system”)
phone system business continued to perform well in the US and | am pleased
to report that the Group’s RCA license has just been extended for another five
years, expiring on 31 December 2018. This will allow the Group to focus its
efforts toward new products, as well as develop sales channels in the North
American market. As for the own brand business TrekStor in Europe, although
still in its initial investment stage, results from the final four months of the Year
were much improved compared to previous months due to the combination
of expense control and increased revenue and gross profit.

Year 2011 began with exciting news that the Group's shares were successfully
listed on HKEx. Going forward, we will continue to expand our branded
businesses while seeking for more opportunities in the EMS business segment.
We are optimistic that the Group will continue to grow steadily in 2011.

On behalf of the Group, | would like to take this opportunity to express my
sincere gratitude to the staff for their hard work and dedication. | would also like
to express my gratitude to all our customers, suppliers and business partners for
their trust and support, which has been extremely important for the continuing
growth and success of the Group.

Cheng Han Ngok Steve
Chairman

25 March, 2011
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BUSINESS OVERVIEW

Overview

For the financial year ended 31 December 2010, the Group was presented
with both challenges and opportunities. As the global economy continued
to recover from the downturn brought on by the financial crisis of late 2008,
the consumer electronics market of major developed countries began to
revive. Underpinned by well established relationships with suppliers and
customers, and also the high level of efficiency achieved through automated
manufacturing processes, the Group was able to overcome rising production
and operating costs, as well as the shortage of electronic components.

During the Year, the Group reported an increase in turnover from HK$821.9
million to HK$1,145.5 million, representing a year-on-year growth of 39.4%.
Profit attributable to owners of the Company amounted to HK$69.9 million
(2009: HK$76.2 million). The decrease was mainly attributable to the non-
recurring one-off expenses in relation to the Group's IPO in Hong Kong.
Excluding the aforesaid IPO expenses, the Group was able to deliver growth in
profit attributable to owners of the Company.
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EMS Business

The Group is an established EMS provider headquartered in Hong Kong,
offering one-stop solutions to a number of international brand owners of
consumer electronic products. The Group has a diverse customer base covering
Japan, the Asia-Pacific region, the Americas and Europe. Revenue generated
from the Group's EMS business accounted for approximately 66.7% of the
Group's total revenue for the year ended 31 December 2010 (2009 : 82.9%).

Management Discussion and Analysis
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The EMS unit continued to be one of the major revenue and profit
contributors to the Group during the reporting year. The EMS business covers
two main categories of products, namely, telecommunication products
and non-telecommunication products. Revenue generated from the
telecommunication products segment remained fairly stable, whilst that from
non-telecommunication products recorded a year-on-year increase of 18.9%
to HK$607.1 million, mainly attributable to an increase in the demand for
appliances and appliances control products.

Branded Businesses

The Group's branded businesses include distribution of SMB phone systems
under the “RCA” brand in North America (licensed brand) and assembly and/or
distribution of portable storage devices and/or multimedia products under the
"TrekStor” brand in Europe (own brand). Revenue generated from the Group's
branded businesses accounted for approximately 33.3% of the Group's total
revenue for the year ended 31 December 2010 (2009: 17.1%).

Revenue from the Group's operations in both North America and Germany
increased satisfactorily. Specifically, revenue derived from the distribution of
SMB phone systems under the “RCA" brand accounted for approximately 13.8%
of the Group's total revenue (2009: 14.3%). The Group and RCA Management
have reached an agreement in writing to extend the terms of the RCA License
Agreement for an additional period of five years up to and including 31
December 2018. The Group will also be allowed to use an additional trademark
on similar terms and conditions. The successful extension of the RCA licensing
agreement not only highlights the significant level of trust that the RCA
Management has for the Group, but also the importance of an established
distribution network and efficient product management the Group possesses.
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The Group has assembled and/or distributed portable storage devices and/
or multimedia products under the “TrekStor” brand, which are marketed and
distributed to electronics superstores and other retailers, mainly in Germany
and various other European countries. The Group’s own brand business, under
the “TrekStor” brand, recorded a net loss after tax of approximately HK$27.9
million for the year ended 31 December 2010. The loss was mainly due to (i)
sales picking up slowly when the Group was re-establishing relations with the
customers of TrekStor GmbH & Co. KG (in liquidation) while the Group was
obliged to continue to pay for overhead costs such as staff costs and rent; and
(i) the Group was taking steps to resume product development to introduce
new products on the market. As at the last quarter of 2010, the TrekStor brand
business was recovering in a healthy manner.

BASIS OF PREPARATION OF FINANCIAL INFORMATION
Pursuant to the reorganisation that took place on 31 December 2010, the
Company became the holding company of the companies now comprising
the Group. Since the Company and the companies now comprising the
Group are under common control both before and after the completion of
the reorganisation, the financial statements has been prepared based on the
principles and procedures of merger accounting in accordance with Accounting
Guideline 5 "Merger Accounting for Common Control Combinations” issued by
the Hong Kong Institute of Certified Public Accountants (the "HKICPA").

The consolidated income statements, consolidated statements of
comprehensive income, consolidated statements of changes in equity
and consolidated cash flow statements of the Group for the year ended
31 December 2009 and 2010 include the results and cash flows of all
companies now comprising the Group, as if the current structure had been
in existence throughout the years 2009 and 2010 or since their respective
dates of acquisition, incorporation or establishment, as the case may be. The
consolidated statements of financial position of the Group as at 31 December
2009 and 2010 have been prepared to present the state of affairs of the Group
as if the current structure had been in existence and in accordance with the
respective equity interests and/or the power to exercise control over the
individual companies attributable to the Company as at the respective dates.
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FINANCIAL REVIEW

Revenue

For the year ended 31 December 2010, the Group recorded total revenue of
HK$1,145.5 million, an increase of 39.4% as compared to last year. The Group
managed to have a strong growth in revenue as a result of the increase in its
EMS business and the full year operation of its branded businesses.

The Group's reporting segments are strategic business units that offer different
products and services. The management team of the Group considers there
are three broad groups of business units for sesgment accounting purpose, EMS
(electronic manufacturing services), licensed brand business and own brand
business.

For the year ended 31 December 2010, the revenue from EMS increased by
12.0% to HKS764.0 million (2009: HK$681.9 million), whereas the revenue
from licensed brand business and own brand business increased by 34.9% to
HK$158.4 million (2009: HK$117.4 million) and by 882.8% to HK$223.1 million
(2009: HK$22.7 million) respectively.
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The increase in revenue was mainly attributable to the growth in the sale of
non-telecommunication products in both EMS and own brand business by
55.7% to HK$830.3 million (2009: HK$533.4 million), which in turn contributes
72.5% (2009: 64.9%) of the overall revenue. It is the ongoing policy of the Group
to shift its business emphasis from relatively low margin telecommunications
products to products with higher profit margin level.
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Non-telecommunications products of the Group’s EMS segment mainly
include appliances and appliances control products and multimedia products;
while non-telecommunications products of the Group’s own brand business
segment mainly include portable storage devices and multimedia products.

The growth in the revenue generated from non-telecommunications products
was mainly attributable to the following factors:

(i) the initiation of revenue generation from the own brand business segment
under the “TrekStor” brand upon the acquisition of the Group'’s own brand
business in Germany in November 2009. Revenue generated from this
segment accounted for approximately 2.8% and 19.5% of the Group's total
revenue for the year ended 31 December 2009 and 2010, respectively; and

(i) an increase in the sale of the Group's EMS appliances and appliances
control products, revenue generated from which increased from
approximately HK$374.9 million for the year ended 31 December 2009 to
approximately HK$489.3 million for the year ended 31 December 2010,
representing an increase of 30.5%.

Cost of sales

Cost of sales increased by 40.8% from HK$634.2 million in 2009 to HK$892.9
million in 2010. The increase was mainly due to an increase in the volume of
raw materials and components purchased by 41.8% to HK$754.4 million (2009:
HK$532.2 million), primarily attributable to an increase in the sales made by the
Group's branded businesses, and EMS non-telecommunications products.

Asia-Pacific
and Japan
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Gross profit

Gross profit increased by 34.6% from HK$187.7 million for the year ended 31
December 2009 to HK$252.6 million for the year ended 31 December 2010,
while the gross profit margin remained fairly stable at 22.1% (2009: 22.8%).
The gross profit was contributed by the EMS segment of 67.4% (2009: 79.0%),
licensed brand business of 21.2% (2009: 18.8%) and own brand business of
11.4% (2009: 2.2%). The increase was primarily attributable to the following
reasons.

The momentum of the Group’s strategic vertical expansion into the branded
business in 2009 gives continuing support of the increasing level of gross profit
for the year 2010. An increasing portion of the gross profit is now derived from
branded businesses as a result of the growth in revenue by 172.5% to HK$381.5
million (2009: HK$140.0 million) earned from the branded business during the
year.

The Group kept secured orders of mass production volume which gave rise
to economies of scale in the form of increased production efficiency through
continual mass production of similar products and enhanced the bargaining
power over suppliers of raw materials and components as a result of frequent
bulk purchases.
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Otherincome

Other income increased by 6.5% from HK$12.4 million in 2009 to HK$13.2
million in 2010. One of the major items in the current year is the sum of HK$7.3
million derived from the cancellation of customers’ orders.

Hag A
H A A B —FZ N F /912,400,000 738 hi

6.5%% — T —ZHH)13,200,00078 7T ° NEE

HEMWBAHEZBEBF - B4 7300000787
REZTFEUHRIE ©

Telefield International (Holdings) Limited - Annual Report 2010



BEEENWR D

Selling and distribution expenses

Selling and distribution expenses accounted for approximately 4.8% in 2009
and 6.4% in 2010 of the Group's revenue respectively. The increase in selling
and distribution expenses as a percentage of the Group's revenue in 2010
was mainly attributable to the increase in promotion and after-sales services
expenses, commission and staff costs, primarily as a result of the Group's full
year operation of all its branded businesses during the year.

Administration expenses

Administration expenses accounted for approximately 6.4% in 2009 and 6.9%
in 2010 of the Group's revenue respectively. The increase in administration
expenses as a percentage of the Group’s revenue in 2010 was mainly
attributable to the increase in staff costs, exchange differences, office expenses
and rental, travelling and entertainment expenses in relation to the Group’s full
year operation of all its branded businesses during the year.

Other operating expenses

Other operating expenses increased by 81.3% from HK$22.5 million in 2009
to HK$40.8 million in 2010. The increase was mainly attributable to the listing
expenses of HK$12.1 million charged during the year 2010.

Finance costs

The Group's finance costs mainly comprise interest payments for the Group’s
bank loans, import/export loans and factoring charges. The Group's finance
costs were approximately HK$0.9 million in 2009 and HK$4.4 million in 2010,
represented approximately 0.1% and 0.4% of its revenue, respectively.

Income tax expenses

The Group's income tax expense represents amounts of income tax paid by
the Group, at the applicable tax rates in accordance with the relevant laws
and regulations in Hong Kong, the People’s Republic of China (the “PRC"), the
United States (the “US") and Germany. The Group had no tax payable in other
jurisdictions during the years ended 31 December 2009 and 2010.

The Group's effective income tax rates for the years ended 31 December 2009
and 2010 were approximately 14.9% and 18.6%, respectively. The increase in
the Group's effective tax rates during the year 2010 was primarily attributable
to the higher statutory tax rates imposed in foreign jurisdictions on the Group's
overseas subsidiaries, which commenced operations in 2009.

Hong Kong profits tax

Income tax on the profit for the year comprises current and deferred tax.
Income tax is recognised in the consolidated income statement. The applicable
Hong Kong profits tax rates for the Group’s subsidiaries incorporated in
Hong Kong was 16.5% for the two years ended 31 December 2009 and 2010,
respectively.
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PRC Enterprise Income tax

For the two years ended 31 December 2009 and 2010, the Group's subsidiaries
incorporated in the PRC were subject to the PRC Enterprise Income Tax Law.
The applicable PRC statutory enterprise income tax rate for wholly foreign-
owned enterprises was charged at a unified tax rate of 25% for all types of
enterprises.

Aiko Beauty (Shenzhen) Limited (the "Aiko (Shenzhen)”) was subject to an
enterprise income tax rate of 20% and 22% for the two years ended 31
December 2009 and 31 December 2010, respectively, pursuant to B b B4
Bt A 2E BT i U P B BR8N (the Notice of the State Council
on the Implementation of the Transitional Preferential Policies in respect of
Enterprise Income Tax).

Save as disclosed above, other companies located in the PRC have not been
granted any preferential tax treatment and were subject to tax at their statutory
tax rates of 25% for the two years ended 31 December 2009 and 2010,
respectively.

Overseas income tax

The Company's indirect wholly-owned subsidiary, Telefield NA, Inc. (‘'TENA (US)"),
is incorporated in the US and is subject to federal and state income taxes on its
worldwide income. The US has graduated federal corporate tax rates between
159% and 35%. State tax rates vary based on the location of the corporation’s
activities. TFNA (US)'s net state tax rate is approximately 5%. There is no tax
treaty between the US and Hong Kong. Dividends paid by the TENA (US) will be
subject to a withholding rate of 30%.
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TrekStor GmbH (“TrekStor (Germany)”) is subject to German Corporate Income
Tax ("GCIT"), levied at a rate of 15%, as well as a Solidarity Surcharge levied at a
rate of 5.5% of the GCIT. The combined tax rate of GCIT and Solidarity Surcharge
is 15.825%. In addition, TrekStor (Germany) is also subject to a municipal
trade tax (“MTT") imposed by the Lorsch municipality, and the applicable
MTT rate is 11.55%. Dividends payments are subject to withholding tax at a
rate of 25% plus Solidarity Surcharge, resulting in an effective rate of 26.375%.
In case the withholding tax according to a double tax treaty is lower, the
German withholding tax can be determined according to the reduced rate if a
respective certificate of the Federal Tax Office is granted in advance. Licence fee
payments are subject to similar withholding tax requirement and the applicable
tax rate is 15.825% unless a certificate of exemption is obtained.

The Group had not been subjected to any corporate income tax in the Cayman
Islands, the British Virgin Islands and Luxembourg for the years ended 31
December 2009 and 2010.

Profit attributable to owners of the Company

The profit attributable to owners of the Company decreased by approximately
8.3% from approximately HK$76.2 million for the year ended 31 December
2009 to approximately HK$69.9 million for the year ended 31 December
2010. The Group's net profit margin attributable to owners of the Company
decreased from approximately 9.3% for the year ended 31 December 2009 to
approximately 6.1% for the year ended 31 December 2010.

The decrease was mainly attributable to (i) the significant increases in selling
and distribution expenses and administrative expenses, mainly attributable to
the recently established branded businesses; (i) the increase in other operating
expenses mainly attributable to the listing expenses of HK$12.1 million charged
during the year; and (iii) while TrekStor (Germany) had embarked on the
ongoing process of re-establishing business relationship with its old customers
and resumed new product development since its establishment in November
20009, it had continued to incur overhead costs such as staff costs and rent.
Despite the gradual growth in revenue, its income fell short of its operating
expenditure as it took time to resume new product development to introduce
new products to the market. As a result, the segment recorded a net loss after
tax of approximately HK$27.9 million.

The profit attributable to owners of the Company for the year ended 31
December 2010 was higher than the profit estimate set out in the prospectus
of the Company dated 14 January 2011 by 3.4%.

TrekStor GmbH ([ TrekStorf®= B |) 78 4 49 12 B 1
ERER - BEA15% 0 BINREECEMSE
Fisswst BB N - ERECEMEH
BN RS 2R &15825% © EN -
TrekStor {2 B 71 78 £ 4 Lorsch T 20U /9 38 T 22
SR TRZSH]) - BRBER11.55% o
AR BRI B IR 25% T R AMTE N 5 N B 4
Bt ANER - dR UL B R B R R26375% o B 1R
EEHRMBTETENEINHERE - LBHIT
HERELAELAEEE A RREHE
EEEEEMT o RRE NG AU TE
BWHRE  BRIFESHEE  BABANESR
15.825% °

E_EENFR_FE-EF+_A=1—
BIEFE  AEERFHSEE  REREE
ENEFREBOBHNTADEMSH -

AATHEE AELEFR
KRBEBEABEEFHEBEZE ST NF
+= A=+ —8 L F[E 476,200,000 7T &
EHE_E-EF+_A=+—BIFEL
69,900,000 7T * R IEAI83% AN A RHA A
EEAERFEMEHBEE_STNF+=
A=+ BIEFEEHNWEEHE_ZT—F
F+-_A=1+—HILFEL61% °

BOEERROITECEN REEBEERNHE
E R DA RITEE B AR I 5 ()F
A _E T 212,100,000/ TCHERABR 31 B E b
BRI AN ¢+ K (i) TrekStor B B B E 7Y —
ZENF+—ARVNR—BEHERFEH
BMEBBEE  WIRENEMMAZEIE I
BREBEFTETRARASEMEREN - &
BUWARE  HIRAANERT EELEEMAY
JR B2 R A8 3T EE qn R B B HE HH FT E n A9 B AR
T o B - o BEERBRERFED
27,900,00078 7T °

HE-B-FF+-A=+—ALFE &
ARFEABEERRAR AR =B ——4
— A+ A SRR ER AR AR R
34% °

y

FEERIZERERA T <2010 FF 3R



Loss for the year attributable to non-controlling interests

Loss for the year attributable to non-controlling interests, increased from HK$3.5
million for the year ended 31 December 2009 to approximately HK$14.2 million
for the year ended 31 December 2010. The increase was primarily attributable
to TrekStor (Germany), an indirectly owned subsidiary of the Company in
Germany established in November 2009.

LIQUIDITY AND CAPITAL RESOURCES

The Group generally finances its operations and capital expenditure by
internally generated cash flows as well as bank borrowings.

As at 31 December 2010, the cash and cash equivalents amounted to HK$58.9
million, representing a decrease of HK$9.7 million from 2009. Respective sum
of 47.2% and 31.8% of the cash and cash equivalents was denominated in US
dollars and HK dollars and other 21.0% was denominated in various currencies.

As at 31 December 2010, the total liabilities of HK$347.9 million (2009: HK$325.8
million), of which HK$62.6 million was short-term borrowings to be due within
one year. All the Group's bank borrowings were subject to floating interest rates
currently ranging from 2.2% to 6.5% per annum and were mainly denominated
in Hong Kong dollars.

The Group was in a net cash deficiency position (cash and cash equivalents less
total bank borrowings) of HK$3.7 million. In terms of gearing, as at 31 December
2010, the Group's gearing ratio was 36.3% (2009: 19.6%) (defined as net debt
divided by shareholder’s equity). This is mainly caused by the increase in bank
loans obtained in financing the operation in Germany.

Cash flow

In 2010, HK$30.0 million was generated from the operating activities, while
HKS$18.2 million and HK$24.8 million were spent on financing activities and
investing activities respectively. Net cash outflow from financing activities
was mainly related to the dividend paid of HK$52.3 million offset by the net
additions in bank loans of HK$22.1 million for the finance of the operation of
the German subsidiary.
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Exchange risk exposure

The Group hedges its foreign exchange rate risk through the use of derivative
financial instruments. The Group primarily enters into foreign currency forward
contracts and put option (the put option enables the Group to sell Euro at a
designated strike price) to reduce the effects of fluctuating foreign currency
exchange rates, in particular, the exchange rate between Euro and HK dollars.
The Group categorises these instruments as being entered into for purposes
other than trading.

As at 31 December 2010, the Group had currency option and forwards contacts
with fair value of approximately HK$2.4 million and negative of HK$0.2 million.
The notional principal amounts of outstanding foreign currency option
derivatives as at 31 December 2010 was Euro 3.0 million.

Capital expenditure

Capital expenditure for 2010 amounted to HK$16.2 million and capital
commitments as at 31 December 2010 amounted to HK$17.4 million. Both
the capital expenditure and capital commitments were mainly related to
the acquisition of plant and machinery to cope with the increase in business
volume.

For the year 2010, the Company has budgeted to incur HK$15.8 million for
capital expenditure.

Pledge of assets
As at 31 December 2009 and 2010, none of the Group's assets was pledged.

Contingent liabilities
As at 31 December 2010 and upto the date of this report, the Group was not
aware of any material contingent liabilities.

Acquisitions, disposals and significant investment

During the year ended 31 December 2010, apart from the reorganisation in
relation to the listing of the shares of the Company, there was no material
acquisition, disposal or investment by the Group.

HUMAN RESOURCES

As at 31 December 2010, the Group had approximately 2,400 employees
in various operating units located in Hong Kong, USA, Germany and PRC. In
order to attract and retain high quality talents to ensure smooth operation and
cater for the Group'’s constant expansion, it offers competitive remuneration
packages, with reference to market conditions, individual qualifications and
experience.

Nevertheless, there is no share option scheme put in place as at 31 December
2010.
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PROSPECTS

Looking forward, the robust global demand for high-quality telecommunications
and electronic products is set to bring excellent growth opportunities to the
Group. The management believes that the EMS business will continue to be
a major source of revenue. The Group will continue to leverage its strength
in research and development to tap the niche market where higher margin
contributions can be realised.

Already, in the first quarter of 2011, the Group entered into various research
projects with various research institutions in Hong Kong, including the
exploration of “Ultrasound imaging equipment” for medical use, as well as
development of other health care electronic products including electronic
teeth whitener, by end of 2010. In order to enhance marketing and sales
competencies and extend its market presence in the Asia-Pacific region,
including Japan, the Group began setting up a new operation in Japan in
February 2011.

With regard to the branded businesses, the Group started to examine
opportunities to distribute its SMB phone systems in Central and South America.
The Group anticipates that with the launch of 8 lined VolP SMB phone systems
in the last quarter of 2010, contributions from the licensed brand business will
be further enhanced in 2011. Furthermore, the Group managed to conclude an
extension on the terms of its licensing agreement to distribute RCA SMB phone
systems. While enjoying similar terms as the existing agreement, the Group will
now be able to distribute the aforesaid systems for another five years — ending
in2018.

Concerning the Group's own brand business, the operation is expected to
generate greater contributions following the introduction of new products, as
well as the reengineering of its existing operational structure.

To address ever-changing end-user demand for quality electronic products
and facilitate development of trend-setting products, the Group will further
bolster its R&D capabilities and will recruit more experts with strong product
development and design expertise, helping to hasten product development
processes. Such efforts will aid, for example, the Group’s plans to develop
medical electronic equipment and products targeting the ultrasonic imaging
and respiratory monitoring segment.
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Not neglecting the production front, the Group will expand its production
capabilities by adding new machines and production lines in both its
Guangzhou and Huizhou production facilities, including three sets of SMT
machines, twelve sets of plastic injection machines and four assembly lines.

In order to maintain and attract new international brand owners as its EMS
customers and deepen penetration into international markets, the Group will
establish marketing offices overseas and in the PRC, including Shanghai and
Chengdu. Anticipating rapid increase in consumer demand, the Group believes
that organic growth in business growth with existing customers will carry
significant weight for its future development. The Group will also endeavor to
enlarge its customer base.

Aiming to enhance returns to shareholders, the Group will continue to look for
appropriate opportunities that allow it to acquire or license additional brands.
This will enable the Group to expand its portfolio of brands and products for
its branded businesses, creating greater value and generating synergies for the
Group.

With all of the aforementioned strategies in place, the Group will continue to
enhance its prominence in the industry and develop high-quality products that
meet customers’ needs, thereby generating greater returns for its shareholders.
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The Directors recognise the importance of incorporating elements of good
corporate governance in the management structures and internal control
procedures of the Group so as to achieve effective accountability. The Directors
continuously observe the principles of good corporate governance in the
interests of shareholders and devote considerable effort to identifying and
formalising best practice.

As the Company was listed on 27 January 2011 (the “Listing Date”), the
Company was not required to comply with the requirements under the code
provisions set out in Appendix 14 — Code on Corporate Governance Practices
(the “Code”) to the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) or the continuing obligations requirements of a
listed issuer pursuant to the Listing Rules for the Year. Nevertheless the Directors
consider that since the Listing Date, the Company has applied the principles
and complied with all the applicable code provisions set out in the Code,
except for the deviation from code provision A.2.1 of the Code as described
below.

CODE PROVISION A.2.1

Under code provision A.2.1 of the Code, the roles of chairman and chief
executive officer should be separate and should not be performed by the
same individual. The Company does not have any officer with the title of “chief
executive officer” and this is deviated from the code provision A.2.1 of the Code.
Mr. Cheng Han Ngok Steve, who acts as the chairman and the executive
Director of the Company, is also responsible for overseeing the general
operations of the Group. The Board will meet regularly to consider major
matters affecting the operations of the Group. The Board considers that this
structure will not impair the balance of power and authority between the
Board and the management of the Group. The roles of the respective executive
Directors and senior management who are in charge of different functions
complement the role of the chairman and chief executive officer. The Board
believes that this structure is conducive to strong and consistent leadership
enabling the Group to operate efficiently.

The Company understands the importance to comply with the code provision
A.2.1 and will continue to consider the feasibility to comply with the said code
provision. If compliance with the said provision is determined, appropriate
persons will be nominated to assume the different roles of chairman and chief
executive officer.
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APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

Each of the executive Directors has entered into a service contract with the
Company commencing from 1 July 2010 (save for Mr. Cheng Han Ngok Steve,
whose service contract commenced from 18 May 2010) until termination in
accordance with the respective contract. Subject to the terms of the service
contract, each service contract may be terminated by either party thereto
giving to the other party not less than three months’ prior written notice.

Each of the independent non-executive Directors has entered into a letter
of appointment with the Company for a term of three years commencing
from the date of signing of their respective letter of appointment and may be
terminated by either party by giving at least three months’ prior written notice.
In accordance with Article 108(a) of the Articles of Association of the Company,
at each annual general meeting, at least one third of the Directors are required
to retire from office by rotation. Each Director shall retire from office at least
once every three years and shall include those who have been longest in office
since their last election or re-election.

In accordance with Article 112 of the Articles of Association of the Company,
new Directors appointed by the Board during the year shall retire and submit
themselves for re-election at the annual general meeting immediately following
their appointments.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules (the
“Model Code”) as the required standard for securities transactions by Directors.
The Company has made specific enquiries of all Directors and all Directors
confirmed that they have complied with the required standards set out in the
Model Code and its code of conduct regarding Directors’ securities transactions
from the Listing Date and up to the date of this annual report.
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BOARD OF DIRECTORS
Composition of the Board

The Board members are:

Executive Directors:

Mr. Cheng Han Ngok Steve (Chairman)
Mr. Poon Ka Lee Barry

Mr.Ng Kim Yuen

Ms. Fok Pui Yin

Mr. Lee Kai Bon

Independent Non-executive Directors:
Mr. Au-Yang Cheong Yan Peter

Dr. Kwan Pun Fong Vincent

Dr. Xue Quan

The biographical details of the Directors and other senior management are
disclosed in the section headed “Biographical Details of Directors and Senior
Management” on pages 26 to 33 in this annual report. The composition of
the Board ensures a balance of skills and experiences appropriate to the
requirements of the businesses of the Group and to exercise of independence
and is well balanced. Each of the Directors has relevant expertise and extensive
corporate and strategic planning experiences that may contribute to the
business of the Group. The Company has complied with the requirements
under Rule 3.10(1) and (2) of the Listing Rules since the Listing Date. All
independent non-executive Directors also meet the guidelines for assessment
of their independence as set out in Rule 3.13 of the Listing Rules.

Functions of the Board

The Board supervises the management of the business and affairs of the
Company. The Board's primary duty is to ensure the viability of the Company
and to ensure that it is managed in the best interests of the shareholders as
a whole while taking into account the interests of other stakeholders. The
Group has adopted internal guidelines in setting forth matters that require the
Board's approval. Apart from its statutory responsibilities, the Board approves
the Group's strategic plan, key operational initiatives, major investments
and funding decisions. It also reviews the Group's financial performance,
identifies principal risks of the Group’s business and ensures implementation
of appropriate systems to manage these risks. Daily business operations and
administrative functions of the Group are delegated to the management.

Board Meetings and Procedures

Two Board meetings were held during the Year and one Board meeting
was held after the Listing Date. All Board meetings were attended by all the
then members of the Board. Board members were provided with complete,
adequate and timely information to allow them to fulfill their duties properly. In
compliance with code provision A.1.3 of the Code, at least 14 days’ notice has
been given for a regular Board meeting to give all Directors an opportunity to
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attend. Notice, agenda and board papers of regular Board meetings are sent to
all Directors within reasonable time and at least 3 days prior to the meetings.
Directors are free to contribute and share their views at meetings and major
decisions will only be taken after deliberation at Board meetings. Directors who
are considered having conflict of interests or material interests in the proposed
transactions or issues to be discussed will not be counted in the quorum of
meeting and will abstain from voting on the relevant resolutions. Full minutes
are prepared after the meetings and the draft minutes are sent to all Directors
for their comment on the final version of which are endorsed in the subsequent
Board meeting.

All independent non-executive Directors have been appointed for a fixed term.
Every Director is subject to re-election on retirement by rotation in accordance
with the Articles of Association of the Company. The Company has received
from each of the independent non-executive Directors an annual confirmation
of his independence pursuant to Rule 3.13 of the Listing Rules and still considers
the independent non-executive Directors to be independent as at the date of
this annual report.

BOARD COMMITTEES

The Board has established specific committees, namely the Company’s
audit committee (the “Audit Committee”), remuneration committee (the
“Remuneration Committee”) and nomination committee (the “Nomination
Committee”), with written terms of reference to assist them in the efficient
implementation of their functions. Specific responsibilities have been delegated
to the above committees.

Audit Committee

The Company established the Audit Committee on 31 December 2010 with
written terms of reference which are in compliance with the code provisions
of the Code. The primary duties of the Audit Committee are mainly to review
and supervise the financial reporting process and internal control system of
the Group. The Audit Committee currently has three members comprising Dr.
Kwan Pun Fong Vincent (Chairman), Mr. Au-Yang Cheong Yan Peter and Dr. Xue
Quan, all being independent non-executive Directors. The Audit Committee did
not hold any meeting during the Year as the Company was listed on the Stock
Exchange on the Listing Date.

One meeting of the Audit Committee was held after the Listing Date to review
the final results and statements of the Group for the Year, and the 2010 Annual
Report of the Company (the “Annual Report”). All members of the Audit
Committee attended the meeting and each of them confirmed that the final
results and statements of the Group for the Year, and the Annual Report have
complied with all relevant laws and regulations, including but not limited to the
Listing Rules.
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Remuneration Committee

The Company established the Remuneration Committee on 31 December
2010 with written terms of reference which are in compliance with the code
provisions of the Code. The primary duties of the Remuneration Committee are
mainly to review and determine the terms of remuneration packages, bonuses
and other compensation payable to the Directors and senior management and
to make recommendation to the Board on the Group's policy and structure
for all remuneration of the Directors and senior management. No Director
shall participate in any discussion about his or her own remuneration. The
Remuneration Committee consists of four members, comprising one executive
Director, namely, Mr. Cheng Han Ngok Steve (Chairman) and three independent
non-executive Directors, namely, Mr. Au-Yang Cheong Yan Peter, Dr. Kwan
Pun Fong Vincent and Dr. Xue Quan. The remuneration of the Directors was
determined with reference to their respective experience, responsibilities with
the Group and general market conditions.

The Remuneration Committee did not hold any meeting during the Year. One
meeting of the Remuneration Committee was held after the Listing Date to
review the remuneration package of the Directors and senior management. All
members of the Remuneration Committee attended the meeting.

Nomination Committee

The Company established the Nomination Committee on 31 December 2010
with written terms of reference which are in compliance with paragraph A4.5
of the Code. The primary duties of the Nomination Committee include the
making of recommendations to the Board on appointment of Directors and
succession planning for the Directors. The Nomination Committee consists
of four members, comprising one executive Director, namely, Mr. Cheng Han
Ngok Steve, and three independent non-executive Directors, namely, Mr. Au-
Yang Cheong Yan Peter (Chairman), Dr. Kwan Pun Fong Vincent and Dr. Xue
Quan.

During the Year, the Nomination Committee did not hold any meeting. One
meeting of the Nomination Committee was held after the Listing Date to
review the structure, composition of the Board and the succession plan for the
Board. All members of the Nomination Committee attended the meeting.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENT

The Directors are responsible for the preparation of the financial statements
which give a true and fair view of the state of affairs of the Group, in accordance
with accounting principles generally accepted in Hong Kong. The statement
by the auditors of the Company about their responsibilities for the financial
statements is set out in the report of the independent auditor’s report
contained in the Annual Report. There are no material uncertainties relating to
events or conditions that may cast significant doubt on the Company’s ability
to continue as a going concern.
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EXTERNAL AUDITORS’ REMUNERATION

The Company engaged RSM Nelson Wheeler as its external auditors for the
Year. Analysis of the remuneration in respect of audit services provided by the
external auditors is included in note 12 to the consolidated financial statements
in the Annual Report. Apart from the provisions of annual audit services, the
external auditors were also reporting accountants of the Company in relation to
the listing. For the Year, the total fee paid in respect of the non-audit services is
approximately HK$2.8 million.

INTERNAL CONTROLS

The Board is responsible for ensuring the effectiveness of the Group’s internal
control systems. The internal control systems are designed to meet the Group's
particular needs and the risks to which it is exposed.

Procedures have been set up for safeguarding assets against unauthorised
use or disposition, controlling over capital expenditure, maintaining proper
accounting records and ensuring the reliability of financial information used for
business and publication. Qualified management of the Group maintains and
monitors the internal control systems on an ongoing basis.

Prior to the listing of the shares of the Company, the Company has appointed
an external independent internal control advisor to conduct a review of
the effectiveness of the internal control systems of the Group, covering all
material controls, including financial, operational, compliance controls and
risk management functions, etc. Based on the assessment made by the
internal control advisor, the Board considers that the internal control systems
of the Group are effective and the Audit Committee has found no material
deficiencies on the internal control systems.

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

In order to keep shareholders well informed of the business activities and
direction of the Group, information about the Group has been provided to the
shareholders through financial reports and announcements. The Company has
established its own corporate website www.telefieldgroup.com.hk as a channel
to facilitate effective communication with its shareholders and the public. The
Company will continue to enhance communications and relationships with its
shareholders and investors.

Shareholders, investors and interested parties can make enquiries directly to the
Company through the following e-mail: enquiry@telefieldgroup.com.hk.
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DIRECTORS

Executive Directors

Mr. Cheng Han Ngok Steve, aged 57, an executive Director and chairman
of the Company since its incorporation on 18 May 2010, is the founder of the
Group and a director of all of the Group’s subsidiaries except Aiko Products
Limited (formerly known as “Aiko Beauty Products Limited” (the “Aiko")),
Aiko (Shenzhen) and TrekStor (Germany). Mr. Cheng is responsible for the
overall strategic development of the Group’s business. He has over 30 years
of experience in consumer electronic products industry. Under Mr. Cheng’s
leadership, the Group has succeeded to diversify from the production of
telecommunications products to a wider EMS industry segment and entered
into the branded products distribution sector. From July 1978 to August 1981,
he was employed by Conic Investment Co. Limited, a company engaged in
the manufacturing of audio products, TV games and telephones, and his last
position was engineering manager. From October 1982 to December 1984,
he was appointed as the technical director of Soundic Electronics Limited, a
company established in 1975 and engaged in the manufacturing of electronic
products. He was responsible for the technical aspect of Soundic Electronics
Limited but was not involved in its day-to-day operations. A winding-up
petition dated 28 March 1985 involving a claimed amount of HK$114,001.35
against Soundic Electronics Limited was filed with the High Court of Hong
Kong when Mr. Cheng had already resigned from his position as a director of
Soundic Electronics Limited. Soundic Electronics Limited was ordered to be
wound up by a court order dated 7 May 1985. Soundic Electronics Limited was
subsequently dissolved on 5 October 1990.

From December 1985 to March 1992, Mr. Cheng was employed by Wisetronics
Limited, a company engaged in the manufacturing of cordless phones and
telephones, and his last position was managing director. From June 1988
to January 1993, he was a managing director of Giant Electronics Limited, a
company engaged in the manufacturing of cordless phones and telephones. In
1992, Mr. Cheng established the Group and has been mainly responsible for the
management, operation and business development of the Group.

Mr. Cheng is a FEIARBUS AR R EMNTHEREBHZE (standing
committee member of The Chinese People’s Political Consultative Conference
of the Baiyun District of Guangzhou). Mr. Cheng obtained a Bachelor of
Mathematics from the University of Waterloo in Canada in October 1977 and a
Higher Diploma in Electronic Engineering from Hong Kong Polytechnic (now
known as The Hong Kong Polytechnic University) in November 1973. He and
Mr. Poon Ka Lee Barry are brothers-in-law.
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Biographic
EENGHEEEREFE

Mr. Poon Ka Lee Barry, aged 51, an executive Director since 1 July 2010
is the chief financial officer and the company secretary of the Company. Mr.
Poon joined the Group as a director of Telefield (HK) in 2002 and has been
appointed as the chief financial officer of the Group since September 2009.
He is currently a director of all of the Group's subsidiaries except Aiko, Aiko
(Shenzhen), Guangzhou Telefield Limited (the “Guangzhou Telefield”), Huizhou
Telefield Limited (the “Huizhou Telefield”) and TrekStor (Germany). He is also a
supervisor of Guangzhou Telefield. Mr. Poon is responsible for developing and
implementing the Group's strategic objectives and business plans. Mr. Poon has
over 25 years of experience in audit, accounting and finance. He is currently a
practising member of the Hong Kong Institute of Certified Public Accountants.
Mr. Poon was employed by Coopers & Lybrand from July 1983 to May 1987
where he served as an audit trainee, audit senior and audit supervisor Il. From
May 1987 to June 1990, he was the chief accountant of Wah Chong (Far East)
Import & Export Ltd. Mr. Poon was employed as the deputy manager of Kennic
Lui & Co,, CPA in 1990 and left in 1992 when he was the audit principal of the
firm. He is also an associate member of the Association of Chartered Certified
Accountants. Mr. Poon was the sole proprietor of KL. Poon & Co., CPA and KY
Lai & Co., CPA during the period from 1992 to June 2010 and from January 2004
to June 2010, respectively. Since 18 June 2010, Mr. Poon has been a partner
of KL. Poon & Co,, CPA and KY Lai & Co,, CPA. He was the honorable auditors
of The Institution of Electrical Engineers (Hong Kong Centre) (now known as
Institution of Engineering and Technology Hong Kong) from 1988 to 1999. Mr.
Poon obtained a Master Degree in Business Administration from the University
of Manchester in the United Kingdom in December 2002 and a Professional
Diploma in Accountancy from Hong Kong Polytechnic (now known as The
Hong Kong Polytechnic University) in November 1983. Since October 2009, Mr.
Poon has been an independent non-executive director of Sunlink International
Holdings Limited (Provisional Liquidators Appointed) ("Sunlink”) (stock
code: 2336), a company listed on the Main Board of the Stock Exchange. His
appointment was subsequent to a winding-up petition against Sunlink which
was filed on 1 December 2008. Mr. Poon was invited to join the board of Sunlink
because the provisional liquidators appointed considered that his professional
qualifications as a qualified accountant would enable Sunlink to meet the
requirements of Rule 3.10(2) of the Listing Rules, which require a listed issuer
to have at least one independent non-executive director who has appropriate
professional qualifications or accounting or related financial management
expertise. Mr. Poon and Mr. Cheng Han Ngok Steve are brothers-in-law.
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Mr. Ng Kim Yuen, aged 50, an executive Director since 1 July 2010, is
currently the general manager of manufacturing division of Telefield Limited
(the "Telefield (HK)"). Mr. KY Ng is also a director of Guangzhou Telefield,
Huizhou Telefield, Telefield Holdings Limited (formerly known as “Orient
Power Telecommunication Limited” and “Big Apple Enterprises Limited” (the
‘Telefield (BVI)") and Telefield (HK). Mr. KY Ng has over 25 years of experience
in the electronics industry. From September 1985 to April 1991, he joined
Wisetronics Limited, a company engaged in the manufacturing of cordless
phones and telephones, where he held various positions and his last position
was quality control manager. From April 1991 to February 1992, he was the
operation manager of Giant Electronics Limited, a company engaged in the
manufacturing of cordless phones and telephones. From March 1992 to
September 1992, he was appointed as the operation manager of Group Sense
Limited, a company engaged in the manufacturing of electronic dictionaries.
Mr. KY Ng joined the Group as an operation manager in 1992 and was
promoted as the general manager of the manufacturing division of Telefield (HK)
in November 2008.

Mr. KY Ng is a chartered engineer of the Engineering Council and is a member
of The Hong Kong Institution of Engineers and The Institution of Electrical
Engineers, the United Kingdom. He obtained a Master of Science in Engineering
from The University of Hong Kong in December 1989 and Associateship
and Higher Diploma in Production and Industrial Engineering from Hong
Kong Polytechnic (now known as The Hong Kong Polytechnic University) in
November 1983 and November 1982, respectively.

Ms. Fok Pui Yin, aged 55, an executive Director since 1 July 2010, is the
general manager of administration division of Telefield (HK). Ms. Fok is also
a director of Telefield (BVI) and Telefield (HK). She is responsible for general
administration, procurement and information technology management of the
Group. From January 1984 to November 1985, she was the personal assistant
to the managing director of Vitalink Limited, a trading company engaged in
the import and export of electronic products. From January 1986 to March
1992, she was the secretary to the managing director of Wisetronics Limited, a
company engaged in the manufacturing of cordless phones and telephones.
Ms. Fok joined the Group as the manager of its administration department in
1992 and was promoted as the general manager of the administration division
of Telefield (HK) in November 2008.

Ms. Fok obtained a Bachelor of Business (Business Administration) from the
Royal Melbourne Institute of Technology in September 2004, a Professional
Diploma in Enterprise Directorship awarded jointly by the Hong Kong Institute
of Directors and Hong Kong Productivity Council in August 2009, and a
Diploma in Management Studies awarded jointly by Hong Kong Polytechnic
(now known as The Hong Kong Polytechnic University) and Hong Kong
Management Association in September 1992.
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Mr. Lee Kai Bon, aged 51, an executive Director since 1 July 2010, is a general
manager of business division of Telefield (HK) and the Group's research and
development centre. Mr. KB Lee is also a director of Telefield (BVI), Telefield (HK),
Guangzhou Telefield and Huizhou Telefield. Mr. KB Lee joined the Group in
1992 as an engineering manager and was promoted to the general manager in
March 2006. Mr. KB Lee has over 25 years of experience in consumer electronic
products industry. From May 1984 to May 1985, he was an electronic engineer
of Soundic Electronics Limited, a company engaged in the manufacturing of
electronic products. From May 1985 to November 1989, he joined Telatech
Limited (the name was later changed to Team Concepts Electronics Limited
and is now known as Team Concepts Marketing Limited), where he held various
positions and his last position was senior project engineer. From November
1989 to November 1992, he served as an associate consultant of Hong Kong
Productivity Council. Mr. KB Lee graduated with a Bachelor of Science (Hons)
from the University of Warwick, the United Kingdom in July 1982.

Independent Non-executive Directors

Mr. Au-Yang Cheong Yan Peter, aged 50, an independent non-executive
Director since 1 July 2010. Mr. Au-Yang is a director of AsiaSoft Company
Limited which is the holding company of a group with businesses in different
sectors of the software industry. Prior to joining AsiaSoft Company Limited,
Mr. Au-Yang spent more than 20 years in the financial services sector in the
Asia-Pacific region. Mr. Au-Yang joined the HSBC group in 1985 and became
a co-head of Investment Banking, the Asia-Pacific region of the HSBC group in
2001. Between 1985 and 2003 when he was with the HSBC group, he worked
on various equity capital fund-raising exercises and mergers and acquisitions
projects in the Asia-Pacific region. Between 2003 and 2006, Mr. Au-Yang was
an executive director and the chief operating officer of the SFC. In late 2004,
Mr. Au-Yang doubled up as the executive director in charge of the corporate
finance division of the SFC. Mr. Au-Yang obtained a Bachelor of Science degree
in Business Studies from the University of Bradford in England in July 1982, and
a Master of Science degree in Accounting and Finance from the London School
of Economics and Political Science in August 1983.
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Dr. Kwan Pun Fong Vincent, aged 59, an independent non-executive
Director since 1 July 2010. Dr. Kwan is a professor of Business and Management
Division of United International College (jointly founded by 1t F A& A
£ (Beijing Normal University) and Hong Kong Baptist University). He is also
the chief financial officer and new premises project manager of Yew Chung
Education Foundation in Hong Kong. From October 2002 to June 2008, Dr.
Kwan was a non-executive director of Finet Group Limited (stock code: 8317), a
company listed on the Growth Enterprise Market of the Stock Exchange. Since
June 2008, he has been an independent non-executive director of Jiangling
Motors Co., Limited, a company listed on the Shenzhen Stock Exchange. Dr.
Kwan is a Certified Practising Accountant of CPA Australia, an associate member
of the Hong Kong Institute of Human Resources Management, a fellow of
the Institute of Management Consultants, and a senior member of the Hong
Kong Institute of Marketing. Dr. Kwan obtained a Doctoral Degree in Business
Administration from the University of Western Sydney in Australia in May 2004,
a Master's Degree in Commerce from the University of Hitotsubashi in Japan in
March 1981, and a Bachelor's Degree in Social Sciences from The University of
Hong Kong in November 1973.

Dr. Xue Quan, aged 44, an independent non-executive Director since 15
July 2010. Dr. Xue obtained a Doctor of Philosophy from &FRHZ AL (The
University of Electronic Science and Technology of China) in September 1993
and a Bachelor of Engineering from A &BE A LF2E2FT (Chengdu Institute of
Radio Engineering) in July 1988. Dr. Xue is currently an associate professor of the
Department of Electronic Engineering of the City University of Hong Kong. He
has over 12 years experience in consumer electronic products industry. From
January 2002 to February 2009, he was the managing director of Shenzhen
Goldradio Communication Ltd, a company engaged in microwave and antenna
components for satellite communications. From October 1998 to May 1999,
Dr. Xue was a senior engineer of Dynax Electronics (HK) Limited, a company
engaged in DVD components and wireless communications.
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SENIOR MANAGEMENT

Mr. Ng Wing Nin, aged 49, is the general manager of Aiko. He joined the
Group since 2006. He is a director of Aiko and Aiko (Shenzhen). Mr. Ng has
held senior management positions in sales, marketing, operations and
manufacturing for more than 20 years. Companies in which he had previously
been employed include Victory Concept Industries Limited, a company
engaged in manufacturing business phones and audio products, where
he held the position as general manager from July 2004 to January 2006;
Continental Conair Limited, a company engaged as buying office for its
overseas group companies on electronic products, personal care products and
electrical products, where his last position was manager — Electronic Division.
Mr. Ng obtained a Master of Science in Engineering Business Management
jointly awarded by The Hong Kong Polytechnic University and the University
of Warwick, a Bachelor of Science from the University of Ulster and a Higher
Certificate in Electronic Engineering from Hong Kong Polytechnic (now known
as The Hong Kong Polytechnic University).

Mr. Lee Cheong Lim, aged 49, is a general manager of Telefield (HK). Mr. Lee is
responsible for the exploration of business opportunities in relation to medical
equipment. Mr. Lee joined the Group in early 2010 as the general manager of
the Group’s marketing department. Mr. Lee has over 25 years of experience
in consumer electronic products industry. Companies in the which he had
previously been employed include Philips Hong Kong Limited, a company
engaged in the manufacturing of audio products, radio and telecom products,
where his last position was project engineer; Video Technology Group Limited,
a company engaged in the manufacturing of personal computers, educational
toys and telephones, where he held the position as an assistant engineering
manager; Albatross Technology Co., Limited, a company engaged in the
manufacturing of compact disks and video compact disks, where he held
the position as senior manager in the engineering department; Automatic
Manufacturing Limited, a company engaging in the manufacturing of medical
devices, home and industrial automation, telecom products and office
equipment, where he joined the company as an electronic and certification
consultant in April 1999 and was subsequently promoted to assistant general
manager and division general manager in July 1999 and January 2004,
respectively. Mr. Lee obtained a Higher Diploma in Electronic Engineering from
Hong Kong Polytechnic (now known as The Hong Kong Polytechnic University).
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Mr. Tam Kam Fong, aged 50, is a senior manager of Telefield (HK). Mr. Tam
joined the Group as chief mechanical engineer in 1992. He had served various
managerial capacity in the Group such as manager of the Group's mechanical
engineering department and project and operations manager. Mr. Tam
has over 20 years of experience in business development and research and
development in electronics industry. He was employed by the Hong Kong
Productivity Council where he served as an engineering technologist and was
subsequently promoted to associate consultant of Electronics Services Division
in 1992. Mr. Tam obtained a Master of Science in Engineering and a Bachelor
of Science in Engineering from The University of Hong Kong, and a Higher
Diploma in Mechanical Engineering from Hong Kong Polytechnic (now known
as The Hong Kong Polytechnic University).

Ms. Ko Mee Ling, aged 48, is a senior manager of Telefield (HK). She is also
a supervisor of Huizhou Telefield. Ms. Ko joined the Group in 1993 and is
responsible for the finance and accounting of the Group. She has over 20
years of experience in accounting, financial control and management. From
April 1989 to September 1991, she was employed as an accountant by Wah
Chong (Far East) Import & Export Limited, a company engaged in the wholesale
and retail of fashions and accessories. From January 1992 to February 1993,
she served as an accounting supervisor of Builders Federal (HK) Limited, an
aluminum curtain wall contractor. Ms. Ko is a fellow member of Association
of International Accountants and an associate member of the Hong Kong
Institute of Certified Public Accountants. Ms. Ko obtained a Master of Business
Administration from the Open University of Hong Kong.

Mr. Wong Sik Hung, aged 51, is a senior manager of Telefield (HK). He
joined the Group in 1997 as a manager. He has over 25 years of experience in
electronics industry. Prior to joining the Group, he served as a microprocessor
engineer of Soundic Electronics Limited between July 1982 and April 1985. He
served as a general manager of Sota Technology Limited, a company engaged
in electronics design and consultancy services between 1994 and 1997. He
was with Sota Electronics Company Limited between 1986 and 1994, during
which he served as an electronic engineer, and was subsequently promoted
to the position of general manager in 1991. Mr. Wong obtained a Diploma
in Management Studies awarded jointly by Hong Kong Polytechnic and
Hong Kong Management Association and a Higher Certificate in Electronic
Engineering from Hong Kong Polytechnic (now known as The Hong Kong
Polytechnic University).

Mr. Sum Kwok Fai, aged 52, is a senior manager of Telefield (HK). Mr. Sum
joined the Group in 1997 as manager of plastic department. He has over 30
years of experience in moulding. He acquired extensive techniques in relation
to the use of lathe milling machinery, EDM sparks machinery and computer
numerically controlled machinery from his past work experience. Mr. Sum
completed Form Two education at Chan Shu Kui Memorial School.
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Mr. Chiu King Yim, Dominic, aged 51, is an engineering manager of Telefield
(HK). He joined the Group in 1997 and is currently responsible for engineering
design in the Group's marketing team. Mr. Chiu has over 20 years of experience
in engineering and research and development. From November 1987 to 1997,
Mr. Chiu worked in Sota Electronics Company Limited, a company engaged in
electronics design and consultancy services, where he joined as a senior project
engineer and was subsequently promoted to the position of engineering
manager in February 1991. Mr. Chiu obtained a Bachelor of Social Science from
Asia International Open University (Macau) and a Higher Certificate in Electronic
Engineering from Hong Kong Polytechnic (now known as The Hong Kong
Polytechnic University).

Mr. Dwight T. Sakuma, aged 59, is the president of TFNA (US). He joined the
Group in January 2009 as the president of TFNA (US). Mr. Sakuma is currently
in charge of the North American business, which includes managing sales,
marketing, operations, product management and business development of
TFENA (US). Mr. Sakuma has held senior management positions in sales, product
management and business development in the consumer electronics industry.
Companies with which he has previously worked include Thomson Inc., where
he served as the general manager of the audio/video business; Funai Electric
Co,, Ltd, a company engaged in the cable settop box business, where he served
as a senior consultant of new business development; Motorola, Inc, where he
served as a vice president of business development. Mr. Sakuma obtained a
Bachelor of Arts from the University of Washington in the US.

Mr. Shimon Szmigiel, aged 59, is the director and chief executive officer
of TrekStor (Germany). He joined the Group in October 2009 as the director
and chief executive officer of TrekStor (Germany). Mr. Szmigiel has 30 years
of experience in sales, product management and business development in
electronics industry. Mr. Szmigiel has held different management positions in
electronics industry. Companies in which he had previously been employed
include Szmigiel Trading GmbH, a company engaged in international trade
for electronic products where he held the position as the general manager;
Swissoft GmbH, a company engaged in developing software for children where
he held the position as the general manager; and TrekStor GmbH & Co. KG, a
company engaged in sales of computer accessories and multimedia products
marketed in Europe and went into liquidation in July 2009, where he held the
position as a general manager. Mr. Szmigiel was educated in Israel at a “Kibbutz”
(a special closed-group-community) and graduated from a high school in
Mannheim, Germany.

COMPANY SECRETARY

Mr. Poon Ka Lee Barry has been the company secretary of the Company
since 20 August 2010. His biographical details are set out in the sub-section
headed "Directors” in this section.
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The Directors are pleased to present their first report and the audited financial
statements of the Company for the period from 18 May 2010 (date of
incorporation) to 31 December 2010 and the Group for the year ended 31
December 2010 (the “Year").

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of the
principal activities and other particulars of the Company’s subsidiaries are set
out in note 19 to the financial statements. There were no significant changes in
the nature of the Group's principal activities during the year.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 December 2010 and the state of
affairs of the Company and the Group at that date are set out in the financial
statements on pages 47 to 51.

The Board recommended the payment of a final dividend of HK$1.8 cents per
ordinary share in respect of the year to shareholders on the register of members
of the Company on 27 May 2011. Subject to the approval of the shareholders at
the forthcoming annual general meeting, it is expected that the final dividend
will be paid on or around 10 June 2011. The recommendation of the final
dividend has been incorporated in the financial statements as an allocation of
retained profits within the equity section of the statement of financial position.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Wednesday,
25 May 2011 to Friday, 27 May 2011 (both days inclusive), during such period
no transfer of shares will be registered. To ensure the entitlement to the
final dividend, which will be resolved and voted at the forthcoming annual
general meeting of the Company, and eligible for attending and voting at the
forthcoming annual general meeting, all transfer of shares accompanied by
the relevant share certificates must be lodged with the Company's Hong Kong
Share Registrar, Tricor Investor Services Limited, at 26th Floor, Tesbury Centre,
28 Queen’s Road East, Wanchai, Hong Kong, no later than 4:30 pm on Tuesday,
24 May 2011.
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REORGANISATION AND USE OF PROCEEDS

The Company was incorporated as an exempted company with limited liability
in the Cayman Islands under the Companies Law of the Cayman Islands on 18
May 2010. Pursuant to a reorganisation scheme to rationalise the structure of
the Group in preparation for the listing of the Company’s shares on the Stock
Exchange, the Company became the holding company of the companies
now comprising the Group on 31 December 2010. Subsequent to the end of
the reporting period on 27 January 2011 (the “Listing Date") the shares of the
Company have been listed on the main board of the Stock Exchange.

As part of the preparation for listing of the shares of the Company, the
Company implemented a capitalisation issue of 299,990,000 shares and an
issue of 100,000,000 new shares during its initial public offering (the “IPO") in
2011. All such shares issued were ordinary shares and the 100,000,000 new
shares were issued at HK$1.20 per share. In February 2011, the underwriters
of the Company’s IPO partially exercised the over-allotment option and the
Company issued an additional 11,714,000 new shares at HK$1.20 per share. The
gross proceeds of the IPO and the partial exercise of the over-allotment option
received by the Company were approximately HK$120.0 million and HKS$14.1
million, respectively, and the net proceeds were approximately HK$105.5
million and HK$13.6 million, respectively. Details of the plan for the use of
proceeds from the IPO are set out in the section headed “Future Plans and Use
of Proceeds” in the prospectus of the Company dated 14 January 2011. As at
the date of this report, the net proceeds have not yet been used.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and non-controlling
interests of the Group for the last four financial years, as extracted from the
audited financial statements and the prospectus of the Company dated 14
January 2011, is set out on page 139. This summary does not form part of the
audited financial statements in this annual report.

FIXED ASSETS

Details of movements in the fixed assets of the Group during the Year are set
out in note 17 to the financial statements in this annual report.

SHARE CAPITAL

Details of movements in the Company’s share capital during the Year are set
out in note 34 to the financial statements in this annual report.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s articles
of association or the laws of the Cayman Islands, the jurisdiction in which the
Company was incorporated, which would oblige the Company to offer new
shares on a pro rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF THE COMPANY’S
LISTED SECURITIES

The shares of the Company were first listed on the main board of the Stock
Exchange on 27 January 2011. Neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any of the Company's listed securities after
listing.

RESERVES

For the year ended 31 December 2010, the profits attributable to shareholders
of the Company amounted to HK$69.9 million. The Company's reserves
available for distribution comprise share premium and retained profits. Under
the Companies Law of the Cayman Islands, the Company’s share premium
account may be applied by the Company in paying distributions or dividend to
shareholders of the Company provided that immediately following the date on
which the distribution or dividend is proposed to be paid, the Company shall
be able to pay its debts as they fall due in the ordinary course of business.

As at 31 December 2010, the Company had distributable reserves amounting
to HKS$7.9 million, of which HKS$7.4 million has been proposed as a final dividend
for the Year, calculated in accordance with statutory provisions applicable in the
Cayman Islands.

Details of movements in the reserves of the Company and the Group during the
Year are set out in note 35 to the financial statements and in the consolidated
statement of changes in equity, respectively.

CHARITABLE CONTRIBUTIONS

During the Year, the Group made charitable contributions totalling HK$0.3
million.

RELATED PARTIES TRANSACTIONS AND CONNECTED
TRANSACTIONS

Related parties transactions of the Group during the Year are disclosed in
note 41 to the financial statements in this annual report. As the Company was
listed on 27 January 2011, none of the aforesaid related parties transactions
will constitute any connected or continuing connected transaction under the
Listing Rules.
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MAJOR CUSTOMERS AND SUPPLIERS

During the Year, sales to the Group's five largest customers accounted for 69.9%
of the total sales for the Year and sales to the largest customer amounted to
30.9%. Purchases from the Group's five largest suppliers accounted for 27.7%
of the total purchases and purchases from the largest supplier amounted to
10.5%.

None of Directors, their associates or any shareholder (which to the knowledge
of the directors own more than 5% of the listed issuers share capital) has any
interest in the Group's five largest suppliers and customers.

EMOLUMENT POLICY

The Remuneration Committee was established for reviewing the Group's
emolument policy and structure for all remuneration of the Directors and senior
management of the Group, having regard to the Group's operating results,
individual performance and comparable market practices. The Company
has adopted a share option scheme as incentive to Directors and eligible
employees, details of the scheme are set out in the paragraph headed "Share
Option Scheme” below.

DIRECTORS

The Directors of the Company during the Year and up to the date of this report
are:

Executive Directors:

Mr. Cheng Han Ngok Steve (Chairman)  (appointed on 18 May 2010)
Mr. Poon Ka Lee Barry (appointed on 1 July 2010)
Mr. Ng Kim Yuen (appointed on 1 July 2010)
Ms. Fok Pui Yin (appointed on 1 July 2010)
Mr. Lee Kai Bon (appointed on 1 July 2010)
Independent non-executive Directors:

Mr. Au-Yang Cheong Yan Peter (appointed on 1 July 2010)
Dr.Kwan Pun Fong Vincent (appointed on 1 July 2010)
Dr. Xue Quan (appointed on 15 July 2010)

In accordance with Article 112 of the Company’s article of association, all the
Directors except Mr. Cheng Han Ngok Steve will retire by rotation and, being
eligible, will offer themselves for election at the forthcoming annual general
meeting. The independent non-executive Directors are appointed for a period
of three years.

The Company has received annual confirmations of independence from Mr.
Au-Yang Cheong Yan Peter, Dr. Kwan Pun Fong Vincent and Dr. Xue Quan, and
as at the date of this annual report, the Company still considers them to be
independent.
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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 33 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service contract with the
Company commencing from their respective date of appointment and each
of the independent non-executive Directors has entered into a service contract
with the Company for an initial fixed term of three years commencing from
their respective date of appointment, subject to retirement by rotation and re-
election at annual general meetings of the Company pursuant to its articles of
association, and will continue thereafter until terminated by not less than three
months’ notice in writing served by either party on the other.

No Director 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 of compensation, other than
statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 41 to the financial statements, no Director had a
material interest, either directly or indirectly, in any contract of significance to
the business of the Group subsisted at the end of the Year or at any time during
the Year to which the Company, its holding company, or any of its subsidiaries
or fellow subsidiaries was a party.

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.

INTERESTS AND SHORT POSITIONS OF THE DIRECTORS
AND CHIEF EXECUTIVES IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 31 December 2010, the shares of the Company were not listed on The
Stock Exchange of Hong Kong Limited (the "Stock Exchange”). The respective
Divisions 7 and 8 of Part XV of the Securities and Futures Ordinance of Hong
Kong (the "SFO"), Section 352 of the SFO and the Model Code for Securities
Transactions by Directors of Listed Companies as set out in Appendix 10 to the
Listing Rules (the “Model Code") were not applicable.
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As of the date of this annual report, interests and 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) held by the Directors
and chief executives of the Company which have been notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which were taken or deemed
to have under such provisions of the SFO) or have been entered in the register
maintained by the Company pursuant to section 352 of the SFO, or otherwise
have been notified to the Company and the Stock Exchange pursuant to the
Model Code are as follows:

RAFHRAH  EFERARRERZTHAR
RARAREAEAAREAR (TR REFESF LB
BIRFIEXVER) 2 B iy - BRI RESH
BAREFEFMEERMIEXVEE7 %80 #
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BmEOABIT

Company / Approximate
Name of percentage of
associated Nature of Number of issued share
Name corporation Interest Shares held capital
HEBRITRE
=L DA HEEE AR EEME EREE OB
Mr. Cheng Han Ngok Steve The Company Interested in controlled 243,510,000 59.14%
ERE RS ZIN/NE corporation (Note 1)
S EE R (A1)
The Company Interested in controlled 30,000,000 7.29%
/NS corporation (Note 1)
SEHEE R (A1)
Mr. Lee Kai Bon The Company Beneficial Interest 2,640,000 0.64%
Dragon Fortune International  Interested in associated 969 8.77%
Limited corporation
RESERERAR =P RE b s
Mr. Ng Kim Yuen The Company Beneficial Interest 2,640,000 0.64%
RREE PN Bt
Dragon Fortune International  Interested in associated 969 8.77%
Limited corporation
RESBRARAR] B LB s
Mr. Poon Ka Lee Barry The Company Beneficial Interest 540,000 0.13%
RN A PN BEakn
Dragon Fortune International  Interested in associated 194 1.76%
Limited corporation
RESBRARAR B LB s
Ms. Fok Pui Yin The Company Beneficial Interest 1,950,000 047%
EMB 2L /NS Bt
Dragon Fortune International  Interested in associated 727 6.58%

Limited
REEEFRARAF]

corporation (Note 2)
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Notes:

(1) Mr. Cheng Han Ngok Steve holds approximately 53.68% interest in Century Win Industrial
Limited and Century Win Industrial Limited respectively holds approximately 52.62%
interest in each of Dragon Fortune International Limited and Telefield Charitable Fund
Limited. Therefore, Mr. Cheng is deemed or taken to be interested in all the Shares which
are beneficially owned by each of Dragon Fortune International Limited and Telefield
Charitable Fund Limited.

(2) Dragon Fortune International Limited is owned as to 6.58% by Titanic Horizon Limited
which is wholly owned by Ms. Fok Pui Yin. Therefore, Ms. Fok Pui Yin is deemed or taken to
be interested in the shares in Dragon Fortune International Limited which are beneficially
owned by Titanic Horizon Limited.

Interest discloseable under the SFO and substantial
shareholders

As at 31 December 2010, the shares of the Company were not listed on the
Stock Exchange. So far as the Directors are aware, as at the date of this annual
report, the following persons/entities will have an interest or a short position
in the Shares or the underlying Shares which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or which would be recorded in the register of the Company required to be
kept under section 336 of the SFO, or who will be, directly or indirectly, to be
interested in 10% 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 any other members of the Group:

(a) Interestin the Company
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Company / Approximate
Name of percentage of
associated Nature of Number of issued share
Name corporation Interest Shares held capital
NCIES HEBITRAE
=L B LB A8 EEME FREE OB
Dragon Fortune International The Company Beneficial Interest 243,510,000 59.14%
Limited ¥ /N Emiges
REERFEARAR
Telefield Charitable Fund The Company Beneficial Interest 30,000,000 7.29%
Limited Z/NE] Eaifgat
FEREESEARAR
Century Win Limited The Company Interested in controlled 243,510,000 59.14%
HRBEXEARAR ¥iN/NE] corporation (Note 1)
EEHEE S (A1)
The Company Interested in controlled 30,000,000 7.29%
¥iN/N| corporation (Note 2)
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Company /
Name of
associated Nature of Number of Extent of
Name corporation Interest Shares held holding
DREB HEBITRAE
=L B LB A8 EEME BREE BYOBEDHL
Mr. Cheng Han Ngok Steve The Company Interested in controlled 243,510,000 59.14%
BT S A FiN/NC]| corporation (Note 3)
RS EEER (H73)
The Company Interested in controlled 30,000,000 7.29%
FN/NC]| corporation (Note 3)
RS EEE RS (H7E3)
Ms. Ma Mei Han Elitte The Company Interested in controlled 243,510,000 59.14%
("Mrs. Cheng”) Vi NN corporation (Note 4)
BEML L (BAK) ST EBE R (fit4)
The Company Interested in controlled 30,000,000 7.29%
FiN/NC]| corporation (Note 4)
RIEGEEE R (Hat4)
Notes: Wit

m

Century Win Limited holds approximately 52.62% interest in Dragon Fortune
International Limited. Therefore, Century Win Limited is deemed or taken to be
interested in all the Shares which are beneficially owned by Dragon Fortune
International Limited for the purpose of the SFO.

Century Win Limited holds approximately 52.62% interest in Telefield Charitable Fund
Limited. Therefore, Century Win Limited is deemed or taken to be interested in all
the Shares which are beneficially owned by Telefield Charitable Fund Limited for the
purpose of the SFO.

Mr. Cheng Han Ngok Steve holds approximately 53.68% interest in Century Win
Limited and Century Win Limited respectively holds approximately 52.62% interest in
each of Dragon Fortune International Limited and Telefield Charitable Fund Limited.
Therefore, Mr. Cheng is deemed or taken to be interested in all the Shares which are
beneficially owned by each of Dragon Fortune and Telefield Charitable Fund.

Mrs. Cheng holds approximately 46.32% interest in Century Win Limited and Century
Win Limited respectively holds approximately 52.62% interest in each of Dragon
Fortune International Limited and Telefield Charitable Fund Limited. Therefore, Mrs.
Cheng is deemed or taken to be interested in all the Shares which are beneficially
owned by each of Dragon Fortune and Telefield Charitable Fund Limited.
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(b) Interest in other members of the Group

Name of shareholder(s)

Name of subsidiary of the Company

-

(b) REEZER KR 2 5]

Approximate
percentage of
equity interest

Number of
shares held

BRREE AREHEDFERE EREE REAESSOBIL
Tarez GmbH TrekStor Limited 33 33%
Tarez GmbH Telefield TrekStor S.a.r.l. 66 33%
Tavida GmbH TrekStor Limited 16 16%
Tavida GmbH Telefield TrekStor Sa.r.l. 32 16%

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the Year were rights to acquire benefits by means of the
acquisition of shares in or debentures of the Company granted to any Director
or their respective associates, or were any such rights exercised by them; or
was the Company, its holding company, or any of its subsidiaries or fellow
subsidiaries a party to any arrangement to enable the Directors to acquire such
rights in any other body corporate.

COMPETING INTERESTS

None of the Directors, and the substantial shareholders had any interests in any
business, which competed with or might compete with the business of the
Group.

SHARE OPTION SCHEME

As to attract and retain the eligible persons, to provide additional incentive to
them and to promote the success of the business of the Group, the Company
conditionally adopted a share option scheme (the "Scheme”) on 31 December
2010 whereby the Board are authorised, at their absolute discretion and subject
to the terms of the Scheme, to grant options to subscribe for the shares of the
Company (the "Shares”) to, inter alia, any employees (full-time or part-time),
directors, consultants, advisers, distributors, contractors, suppliers, agents,
customers, business partners or service providers of the Group. The Scheme
shall be valid and effective for a period of ten years commencing from the date
on which the Scheme was adopted, subject to the early termination provisions
contained in the Scheme.
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An offer for the grant of options must be accepted within seven days inclusive
of the day on which such offer was made. The amount payable by the grantee
of an option to the Company on acceptance of the offer for the grant of an
option is HK$1.00. The subscription price of a Share in respect of any particular
option granted under the Scheme shall be a price solely determined by the
Board and notified to a participant and shall be at least the highest of: (i) the
closing price of the Shares as stated in the Stock Exchange'’s daily quotations
sheet on the date of grant of the option; (i) the average of the closing prices
of the Shares as stated in the Stock Exchange’s daily quotations sheets for the
5 trading days immediately preceding the date of grant of the option; and (iii)
the nominal value of a Share on the date of grant of the option provided always
that for the purpose of calculating the subscription price, where the Company
has been listed on the Stock Exchange for less than 5 trading days, the issue
price shall be used as the closing price for any trading day fall within the period
before the Listing Date.

The Company shall be entitled to issue options, provided that the total number
of shares which may be issued upon exercise of all options to be granted under
the Scheme does not exceed 10% of the shares in issue from the Listing Date.
The Company may at any time refresh such limit, subject to the shareholders’
approval and issue of a circular in compliance with the Listing Rules, provided
that the total number of shares which may be issued upon exercise of all
outstanding options granted and yet to be exercised under all the share option
schemes of the Company does not exceed 30% of the shares in issue at the
time. An option may be exercised in accordance with the terms of the Scheme
at any time during a period as the Board may determine which shall not exceed
ten years from the date of grant subject to the provisions of early termination
thereof.

Since the adoption of the Scheme, no share option has been granted by the
Company.

COMPLIANCE ADVISOR’S INTERESTS

As at 31 December 2010 neither China Merchants Securities (HK) Co., Limited
("CMS") nor any of its directors, employees or associates had any interests in the
shares of the Company or any member of the Group, or any right to subscribe
for or to nominate persons to subscribe for the shares of the Company or any
member of the Group.

Pursuant to the compliance advisor agreement entered into with the
Company and CMS in 2011, CMS received and will receive fees for acting as the
Company's compliance advisor for the period commencing on the Listing Date
and ending on the date which the Company complies with Rule 13.46 of the
Listing Rules in respect of its financial result for the first full financial year after
the Listing Date.
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CORPORATE GOVERNANCE

The Company has applied the code provisions set out in the Code on Corporate
Governance Practices (the “Code”) contained in Appendix 14 to the Listing
Rules. Since its listing on the Stock Exchange, the Company has complied
with the code provisions of the Code, save for the exceptions explained in the
Corporate Governance Report in this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the
knowledge of the Directors, at least 25% of the Company's total issued share
capital was held by the public as at the date of this annual report.

EVENTS AFTER THE REPORTING PERIOD
The Group has no significant event occurring after the end of the reporting
period and up to the date of this annual report.

AUDITORS

The financial statements for the year ended 31 December 2010 have been
audited by the Company's auditors, RSM Nelson Wheeler (who shall retire and,
being eligible, offer themselves for reappointment at the forthcoming annual
general meeting).

ON BEHALF OF THE BOARD

Cheng Han Ngok Steve
Chairman

Hong Kong
25 March 2011
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" Independen

B AR

RSM Nelson Wheeler
PRIz EE (F8) 517
Certified Public Accountants

TO THE SHAREHOLDERS OF
TELEFIELD INTERNATIONAL (HOLDINGS) LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Telefield International
(Holdings) Limited (the “Company”) and its subsidiaries (collectively referred to
as the “Group”) set out on pages 47 to 138, which comprise the consolidated
and Company statements of financial position as at 31 December 2010, and
the consolidated income statement, consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as a
body, and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report. We conducted
our audit in accordance with Hong Kong Standards on Auditing issued by the
Hong Kong Institute of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor’s judgement, 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
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.

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 2010,
and of the Group's results and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

25 March 2011
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Consolidated Income Statement

melER

For the year ended 31 December 2010
AP T FF+_A=+—HIFE

_:._—I L -]_

Revenue

Cost of goods sold

Gross profit
Otherincome
Selling and distribution expenses

Administrative expenses
Other operating expenses

Profit from operations

Finance costs
Gain on disposal of subsidiaries

Profit before tax

Income tax expense

Profit for the year

Attributable to:

Owners of the Company
Non-controlling interests

Earnings per share
Basic (HK cents)

WA

SHE AR

EF

HAb WA

HHE K SRR

TTHRE R
Hi Q&8 A

Byl

DN

H & BN RS s

B A 28 R

PSR

FEERF

BATS & 75 e

ZAN/NCIE 2PN
IR AR aR

SREF
BB

g

36(a)

2010 2009
—g-85 —TThF
HK$'000 HK$'000
FHT 5T
1,145,542 821,898
(892,929) (634,166)
252,613 187,732
13,243 12,371
(73,022) (39,851)
(79,086) (52,996)
(40,858) (22,507)
72,890 84,749
(4,425) (947)

- 1,596

68,465 85,398
(12,754) (12,731)
55,711 72,667
69,921 76,216
(14,210) (3,549)
55,711 72,667
23.31 2540
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SEEHEWER

For the year ended 31 December 2010
BE-T—FFI A=+ —AILEE

Profit for the year

Other comprehensive income:

Exchange differences on translating foreign
operations

Gains on property revaluation

Deferred tax arising from gains on property
revaluation

Other comprehensive income
for the year, net of tax

Total comprehensive income
for the year

Attributable to:
Owners of the Company
Non-controlling interests

Consolidated Statement of Comprehensiv

Note
HizF

FRE R

Hit2E W :
BMEEINERBREN 5

MRS L 17

Y E(H R E ERER
I8 33

FEAEMSEYS
MERBLIR

FEAZHEKZE

BUN & 75 FEA
ZA/NCIE 2PN
TR AR

2010
—E2-2F ZF
HK$'000 HK$'000
FEx FET
55,711 72,667
2,735 58
2,496 2,508
(868) =
4,363 2,566
60,074 75,233
74,284 78,782
(14,210) (3,549)
60,074 75,233
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Consolidated Statement of Financial Position

Se BB R

As at 31 December 2010
R-E—FFf—H=+—H

Non-current assets

Fixed assets

Intangible assets
Available-for-sale financial assets
Deferred tax assets

Current assets

Inventories

Trade receivables

Prepayments, deposits and other
receivables

Derivative instruments

Amount due from a related company

Current tax assets

Bank and cash balances

Current liabilities

Trade payables

Accruals and other payables

Financial liabilities at fair value through
profit or loss

Derivative instruments

Amount due to a shareholder

Bank borrowings

Product warranty provision

Current tax liabilities

Net current assets

Total assets less current liabilities

FRBEE

EEEE
BIVEE
AHHESREE
EERAEE

RBEE

A

FEWE 5 ARK

ENFOR -~ mEe MEMEK
IR

PTETA

FE K BB N R IR

B IREE
RITMIREEH

RBRE

FETE SRR

BRERKEAMEN A

BRAFEFARSERNEZE
AR\

PTETA

FE AR R RIA

RITEE

E iR R
BIMHARE

REBEEFE

BEERERABAE

21
22

23
24
25

26

27
28

32
24
29
30
31

2010
= .

HK$’000
FEx

2009
—EENF
HKS'000
FHBT

63,324 57,713
39,715 48616
7,690 10,520
110,729 116,849
151,862 112,806
154,338 158,640
40,330 12,274
2,361 -
- 15
1,601 2431
58,913 68,622
409,405 354,788
115,313 107,116
107,677 103,352
8,321 5,692
154 -

- 18,255
62,613 28,591
13,355 12,968
7,780 11,205
315,213 287,179
94,192 67,609
204,921 184,458
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Consolidated Statement of Financial Position

e BRI R

As at 31 December 2010
{—F—FF+-f=+—A

Non-current liabilities FREBES

Financial liabilities at fair value through BATEG ABRZNESRE

2010

= .
HK$’000
TR

HK$'000
T

profit or loss aE 32 17,770 21,479

Deferred tax liabilities BEERIAAE 33 14,880 17,109
32,650 38,588

NET ASSETS BEERE 172,271 145,870
Capital and reserves EXR#E
Share capital R 34 - _
Reserves EA 35 187,165 146,681
Equity attributable to owners EAREE NS

of the Company 187,165 146,681
Non-controlling interests IR A (14,894) (811)
TOTAL EQUITY EREE 172,271 145,870

Approved by the Board of Directors on 25 March 2011 EFgR T ——F=-A=-+HBEHE
Mr. Cheng Han Ngok Steve Mr. Poon Ka Lee Barry
BRI E BRALE
Director Director
= =
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Statement of Financial Position

B ISR 2R

As at 31 December 2010
_R—FE—FF - A=+—H

Non-current assets FRBEE
Investment in a subsidiary RETB A R E
Current assets REBEE

Amount due from a subsidiary e BT /B A Bl 5RIE
NET ASSETS BEFE

Capital and reserves EXR#E

Share capital [N

Reserves &

TOTAL EQUITY EEAE

2010
—s-TF

HK$’000
TR

19 3,171
19 7,898
11,069

34 -
35(b) 11,069
11,069

Approved by the Board of Directors on 25 March 2011

Mr. Cheng Han Ngok Steve
BEREE
Director

EBEF

g

S

i3

RZTE——F=R_+HBH#E

Mr. Poon Ka Lee Barry
BRAEE
Director

EF
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Consolidated Statement of Changes in Equity
MERmBER

For the year ended 31 December 2010
BE-F—FE{ A=+ —AIHEE

At 1 January 2009

Non-controlling interests of
newly setup subsidaries

Total comprehensive income
forthe year

Disposal of an associate

Transfers

2008 final dividend paid

2009 interim dividends
(note 15)

At31 December 2009

At 1 January 2010

Total comprehensive income
forthe year

Transfers

Contributions from
non-controlling shareholders

2010interim dividend paid
(note 13)

2010 proposed final dividend
(note 15)

At31 December 2010

EXH-FEN
“EEATEERS

P
(Hitis)

WoE-BE-F-A

N—%

FR2ANGER

g5
FARRRLE

Exfi=3-3%
R W)
BRf-Z-2F
REREHitis)

Share
capital

Merger
reserve

Other
reserve

Attributable to owners of the Company
LOLELIN

Foreign
currency
translation

Property
revaluation  Contributed

surplus

reserve reserve

Statutory
reserve Retained

profits

Bk

Proposed
dividend

RIERE

Non-
controlling
interests

FERESR

Total
equity

BRiE

- 3 305 10428 25 18298 - 68852 19000 12039 N 1 )
B} B} . B , , , - - . 2738 278
- - - 58 2508 - - 7216 - 7878 B549) 75033
- - (399) - = = = 3% - - - -
- - - - - - 35 355) - - - -
B} . . , . B, - . (190000 (19000 - (19000
- - - - - - - (33500 - (33500 - (33500
s 37 s 10436 2763 18298 35 111608 - 146 BI) 14580
- 3 - 10486 2763 18298 35 111,608 - 16681 (811) 145870
- - - 2735 1,628 - Y7 S MM (4200 60,074
- - - - - - 598 (598) - - - -
) B, B - - - - - - - 127 1P
- - - - - - - (33800 - (33800 - (33800
- - - - - - - (7411) 741 - - -
- 37 - nBm 4391 18,298 953 139,720 TAN 8T8 (14894 172N
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Consolidated Statement of Cash Flows

AERERNER

For the year ended 31 December 2010
AP T FF+_A=+—HIFE

CASH FLOWS FROM OPERATING ACTIVITIES

RETHHESRE

2010
e I

HK$’000
Tz

2009
—ETNF
HKS'000
TFHETT

Profit before tax BB A& A 68,465 85,398
Adjustments for: T
Allowance for receivables, net FEW R IR SRR 2,970 239
Allowance on inventories, net GEREFE 218 -
Amortisation of intangible assets E B ER 7,423 5,564
Depreciation e 13,120 11,214
Fair value loss on financial liabilities at fair value R AP EFT AR SRIB &
through profit or loss ZNFEEER 3,696 711
Fair value loss on derivative instruments PTETERTFEBE 788 =
Finance costs BhE RN 4,425 947
Gain on disposal of subsidiaries (note 36(a)) HEWN B A RIFTEWE
(H13236(a) - (1,596)
Discount on acquisitions (note 36(b)) W BB YT (4152 36(b) - (9,010)
Impairment loss on intangible assets B EEREESR 123 -
Bank interest income RITHI WA (39) (©64)
Loss on disposal of fixed assets HEREEEESE 222 2,294
Provision on product warranty EmRAREE 11,683 83811
Reversal of allowance on inventories, net BEfFERETSE - (306)
Reversal of impairment loss on amount due 1 0] e W B3 A R SR IEHYRUE
from a related company &8 - (637)
Equity-settled share-based payments NS AEE RN AR - 2,738
Operating profit before working capital changes 48 & 4 B &) Bl 48 4% A 113,094 106,303
Payment of contingent considerations (note 32) ST SARAB (f/2£32) (4,637) (4,774)
Increase in inventories FEEN (39,274) 2:417)
Decrease/(increase) in trade receivables FEUE BERFOR A, (3 0) 1,332 (3,058)
(Increase)/decrease in prepayments, TR B RHEAER
deposits and other receivables FIEEM) R (28,056) 622
Decrease in amount due from a related UK B8 3 R B SRR R
company 15 9,545
Increase in trade payables FERTE S ERFIE N 8,197 4,229
Increase in accruals and other payables TEIR B A o ELAth FE < SRIEE AN 10,003 22,341
Increase/(decrease) in amount due to FERTRE R FRIER I, (R )
a shareholder 245 (3/425)
Decrease in product warranty provisions EmRARERLD (11,004) (16,709)
Cash generated from operations KEFSIR® 49,915 112,657
Income tax paid B AEH (15,509) (12410)
Finance costs paid BEXAEEKA (4,425) (947)
Net cash generated from operating activities LETEEFSIR S F 5 29,981 99,300

FEERIZERERA T <2010 FF 3R



Consolidated Statement of Cash Flows
GERERER

For the year ended 31 December 2010
BE-F—FE{ A=+ —AIHEE

2010
—-%

HK$'000
Tz

2009
—ETNF
HKS$'000
T

CASH FLOWS FROM INVESTING ACTIVITIES RETHHEESHRE
Business combinations (note 36(b)) EEED(HEE360) (6,270) (35,201)
Disposal of subsidiaries (note 36(a)) HEKB AR (M E366)) - (215)
Interest received BHFE 39 64
Purchase of derivative instrument BEITAETA (2,995) =
Purchases of fixed assets BEREEEE (16,226) (16,803)
Proceeds from disposal of fixed assets HERETEEEMSHIEA 632 26
Net cash used in investing activities BREEBFRAR S5 (24,820) (52,129)
CASH FLOWS FROM FINANCING ACTIVITIES REZHRERE
Bank loans raised EEERITER 52,553 12,000
Repayment of bank loans BRIRITER (30,475) (6,926)
Net factoring loans repaid BEERRAETTRE - (22410)
Net import/export loans raised/(repaid) g5 /(BER)ELHOER
R 11,944 (3,155)

Repayment of finance lease payables BERERERENKIE - (622)
Contributions from non-controlling shareholders — FEFEAS AL R H & 127 -
Dividends paid B E (52,300) (34,000)
Net cash used in financing activities RE ) EBPTRIR & F 58 (18,151) (55,113)
NET DECREASE IN CASH AND CASH RERREEZEYRI ZE

EQUIVALENTS (12,990) (7,942)
Effect of foreign exchange rate changes EXEETE 3,281 297
CASH AND CASH EQUIVALENTS AT FNRERAEEEY

BEGINNING OF YEAR 68,622 76,267
CASH AND CASH EQUIVALENTS AT FRAEERAEEEY

END OF YEAR 58,913 68,622
ANALYSIS OF CASH AND CASH EQUIVALENTS R&RBESEEW D
Bank and cash balances (note 26) 1T MIR AR (M it 26) 58,913 68,622

Telefield International (Holdings) Limited - Annual Report 2010
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For the year ended 31 December 2010

HE

1.

~FFF T AS—AUFE
GENERAL INFORMATION

The Company was incorporated in the Cayman Islands under the
Companies Law as an exempted company with limited liabilities on 18
May 2010. The address of its registered office is Clifton House, 75 Fort
Street, PO Box 1350, Grand Cayman KY1-1108, Cayman Islands and
principal place of business is Units 609-610, 6/F, Bio Informatics Centre,
No.2 Science Park West Avenue, Hong Kong Science Park, Shatin, New
Territories, Hong Kong. The Company's shares have been listed on the
Main Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) since 27 January 2011

The Company is an investment holding company. The principal activities
of its subsidiaries are set out in note 19 to the financial statements.

In the opinion of the directors of the Company, as at 31 December 2010,
Dragon Fortune International Limited (“Dragon Fortune”), a company
incorporated in Hong Kong, is the ultimate parent and Mr. Cheng Han
Ngok Steve, is the ultimate controlling party of the Company.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS
Pursuant to a group reorganisation (the “Group Reorganisation”) to
rationalise structure of the Group in preparation for the listing of the
Company'’s shares on the Main Board of the Stock Exchange, the
Company became the holding company of the Group on 31 December
2010. Further details of the Group Reorganisation are set out in the
paragraph headed “Group reorganisation” in Appendix VI to the
prospectus of the Company dated 14 January 2011 (the “Prospectus”).

On 31 December 2009, Telefield Holdings Limited, a wholly-owned
subsidiary of the Company, acquired Aiko Products Limited and its
subsidiaries from Vita Health Enterprises Limited (the “Acquisition”). As
the Company and its subsidiaries were all under common control of
Dragon Fortune and its beneficial owners (collectively, the “Controlling
Shareholders”) before and after the Group Reorganisation and the
Acquisition, the Group Reorganisation and the Acquisition were
accounted for as business combinations of entities under common
control.
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For the year ended 31 December 2010

BE —T—FFF - F=+—HIFEF

2.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS
(Continued)

The financial statements of the Group have been prepared in accordance
with the principles and procedures of merger accounting as set out
in Accounting Guideline 5 ("AG 5") “Merger Accounting for Common
Control Combinations” issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA"), as if the Group Reorganisation and the
Acquisition had occurred from the date when the combining entities first
came under the control of the Controlling Shareholders.

Details of accounting policy of merger accounting for business
combinations under common control are set out in note 4(b).

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

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

The Group has not applied the new HKFRSs that have been issued but
are not yet effective. The Group has already commenced an assessment
of the impact of these new HKFRSs but is not yet in a position to state
whether these new HKFRSs would have a material impact on its results of
operations and financial position.
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For the year ended 31 December 2010
B2 —T—FFF+_A=1—HIFEZ

4. SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with
HKFRSs issued by HKICPA, accounting principles generally accepted
in Hong Kong and the applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock Exchange and by the
disclosure requirements of the Hong Kong Companies Ordinance.

These financial statements have been prepared under the historical cost
convention, as modified by the revaluation of leasehold land and building,
derivative instruments and financial liabilities at fair value through profit or
loss which are carried at their fair values.

The preparation of financial statements in conformity with HKFRSs
requires the use of certain key assumptions and estimates. It also requires
the directors to exercise its judgements in the process of applying
the accounting policies. The areas involving critical judgements and
areas where assumptions and estimates are significant to the financial
statements are disclosed in note 5 to the financial statements.

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

(a) Consolidation

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

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

The gain or loss on the disposal of a subsidiary that results in a loss
of control represents the difference between (i) the fair value of
the consideration of the sale plus the fair value of any investment
retained in that subsidiary and (i) the Company's share of the net
assets of that subsidiary plus any remaining goodwill relating to that
subsidiary and any related accumulated foreign currency translation
reserve.
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For the year ended 31 December 2010
BE—F—FTFF-HA=1+—HILFE

4, SIGNIFICANT ACCOUNTING POLICIES (Continued)
(@) Consolidation (Continued)

4. EESHEERA)
(a) HFEMBEHE(E)

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

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

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

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

In the Company’s statement of financial position the investments in
subsidiaries are stated at cost less allowance for impairment losses.
The results of subsidiaries are accounted for by the Company on the
basis of dividends received and receivable.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(b) Merger accounting for business combination under

(c)

common control

The consolidated financial statements incorporate the financial
statements of the combining entities as if they had been combined
from the date when they first came under the control of the
Controlling Shareholders.

The consolidated income statements and statements of
comprehensive income and consolidated statements of cash flows
include the results and cash flows of the combining entities from
the earliest date presented or since the date when the combining
entities first came under the common control, where this is a shorter
period, regardless of the date of the common control combination.

The consolidated statements of financial position have been
prepared to present the assets and liabilities of the combining
entities as if the Group structure as at 31 December 2010 had been
in existence at the end of each reporting period. The net assets
of the combining entities are combined using the existing book
values from the Controlling Shareholders’ perspective. No amount
is recognised in respect of goodwill or gain on bargain purchase
at the time of common control combination, to the extent of the
continuation of the Controlling Shareholders’ interest.

There was no adjustment made to the net assets nor the net profit
or loss of any combining entities in order to achieve consistency of
the Group's accounting policies.

Business combination (other than under common
control)

The acquisition method is used to account for the acquisition of
a subsidiary in a business combination. The cost of acquisition is
measured at the acquisition-date fair value of the assets given,
equity instruments issued, liabilities incurred and contingent
consideration. Acquisition-related costs are recognised as expenses
in the periods in which the costs are incurred and the services are
received. Identifiable assets and liabilities of the subsidiary in the
acquisition are measured at their acquisition-date fair values.
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For the year ended 31 December 2010
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c)

(d)

Business combination (other than under common
control) (Continued)

The excess of the cost of acquisition over the Company’s share of
the net fair value of the subsidiary’s identifiable assets and liabilities
is recorded as goodwill. Any excess of the Company's share of the
net fair value of the identifiable assets and liabilities over the cost of
acquisition is recognised in consolidated profit or loss as a gain on
bargain purchase which is attributed to the Company.

In a business combination achieved in stages, the previously held
equity interest in the subsidiary is remeasured at its acquisition-date
fair value and the resulting gain or loss is recognised in consolidated
profit or loss. The fair value is added to the cost of acquisition to
calculate the goodwill.

If the changes in the value of the previously held equity interest in
the subsidiary were recognised in other comprehensive income
(for example, available-for-sale investment), the amount that was
recognised in other comprehensive income is recognised on
the same basis as would be required if the previously held equity
interest were disposed of.

The non-controlling interests in the subsidiary are initially measured
at the non-controlling shareholders’ proportionate share of the net
fair value of the subsidiary’s identifiable assets and liabilities at the
acquisition date.

Foreign currency translation

(i)  Functional and presentation currency
ltems included in the financial statements of each of the
Group's entities are measured using the currency of the
primary economic environment in which the entity operates
(the “functional currency”). The consolidated financial
statements are presented in Hong Kong dollar, which is the
Company's functional and presentation currency.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(d) Foreign currency translation (Continued)
(i) Transactions and balances in each entity’s financial

4. EERETHERE)
(d) SNEEBRE (R
(i) REBBUBHERZXZRE

(iii)

statements

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

Non-monetary items that are measured at fair values in foreign
currencies are translated using the exchange rates at the dates
when the fair values are determined.

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

Translation on consolidation

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

- Income and expenses for each income statement are

translated at average exchange rates (unless this average
is not a reasonable approximation of the cumulative
effect of the rates prevailing on the transaction dates, in
which case income and expenses are translated at the
exchange rates on the transaction dates); and
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Foreign currency translation (Continued)

(iii) Translation on consolidation (Continued)
On consolidation, exchange differences arising from the
translation of the net investment in foreign entities and of
borrowings are recognised in the foreign currency translation
reserve. When a foreign operation is sold, such exchange
differences are recognised in consolidated profit or loss as part
of the profit or loss on disposal.

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

(e) Fixed assets

Land and buildings comprise mainly warehouse and offices. Land
and buildings are carried at fair values, based on periodic valuations
by external independent valuers, less subsequent depreciation and
impairment losses. Any accumulated depreciation at the date of
revaluation is eliminated against the gross carrying amount of the
asset and the net amount is restated to the revalued amount of
the asset. All other fixed assets are stated at cost less accumulated
depreciation and impairment losses.

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

Revaluation increases of land and building are recognised in profit
or loss to the extent that the increases reverse revaluation decreases
of the same asset previously recognised in profit or loss. All other
revaluation increases are credited to the property revaluation
reserve as other comprehensive income. Revaluation decreases that
offset previous revaluation increases of the same asset remaining
in the property revaluation reserve are charged against property
revaluation reserve as other comprehensive income. All other
decreases are recognised in profit or loss. On the subsequent sale
or retirement of a revalued land and buildings, the attributable
revaluation increases remaining in the property revaluation reserve
are transferred directly to retained profits.
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4, SIGNIFICANT ACCOUNTING POLICIES (Continued)
(e) Fixed assets (Continued)

()

Depreciation of fixed assets is calculated at rates sufficient to write
off their cost or revalued amounts over the estimated useful lives on
a straight-line basis. The principal annual rates are as follows:

Leasehold land and buildings 4%

Leasehold improvements Over the lease term or 25%

Plant, machinery, moulds
and tools

Furniture and equipment

Motor vehicles

10% - 25%
20%
20% - 33'3%

The useful lives and depreciation method are reviewed and
adjusted, if appropriate, at the end of each reporting period.

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

Intangible assets

Trademarks are measured initially at fair value upon business
combination and are assessed to have indefinite useful lives. No
amortisation is charged to profit or loss. Useful lives are reviewed
during each reporting period to determine whether events
and circumstances continue to support an indefinite useful life
assessment for the trademarks. If they do not, the change in the
useful life assessment from indefinite to finite is accounted for as a
change in an accounting estimate.

License rights and customer relationship are measured initially at fair
value upon business combination and amortised on straight-line
basis over their estimated useful lives less impairment losses. Useful
lives of license rights and customer relationship are as follows:

License rights
Customer relationship

4.8 years
6 years

The useful lives of customer relationship of six years were estimated
by the Company’s management team upon business combination,
based on their expected successful rate in retaining the acquirees’
customers, and the prevailing general practice in the industry
in estimating the expected useful life of customer relationship
acquired in business combination.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(g) Leases
(i) Operating leases
Leases that do not substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted for
as operating leases. Lease payments (net of any incentives
received from the lessor) are recognised as an expense on a
straight-line basis over the lease term.

(ii)  Finance leases
Leases that substantially transfer to the Group all the risks and
rewards of ownership of assets are accounted for as finance
leases. At the commencement of the lease term, a finance
lease is capitalised at the lower of the fair value of the leased
asset and the present value of the minimum lease payments,
each determined at the inception of the lease.

The corresponding liability to the lessor is included in the
statement of financial position as finance lease payable. Lease
payments are apportioned between the finance charge and
the reduction of the outstanding liability. The finance charge
is allocated to each period during the lease term so as to
produce a constant periodic rate of interest on the remaining
balance of the liability.

Assets under finance leases are depreciated the same as
owned assets.

(h) Research and development expenditure
Expenditure on research activities is recognised as an expense in the
period in which itis incurred. An internally generated intangible asset
arising from the Group's product development activity is recognised
only if all of the following conditions are met:

- Anassetis created that can be identified (such as software and
new processes);

- ltis probable that the asset created will generate future
economic benefits; and

- The development cost of the asset can be measured reliably.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(h) Research and development expenditure (Continued)

U]

1)

Internally generated intangible assets are stated at cost less
accumulated amortisation and impairment losses. Amortisation is
calculated on a straight-line basis over their estimated useful lives.
Where no internally generated intangible asset can be recognised,
development expenditure is recognised in profit or loss in the
period in which it is incurred.

Inventories

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

Recognition and derecognition of financial
instruments

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

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

Financial liabilities are derecognised when the obligation specified
in the relevant contract is discharged, cancelled or expires. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid is recognised in profit or
loss.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(k) Investments

Investments are recognised and derecognised on a trade date
basis where the purchase or sale of an investment is under a
contract whose terms require delivery of the investment within the
timeframe established by the market concerned, and are initially
measured at fair value, plus directly attributable transaction costs
except in the case of financial assets at fair value through profit or
loss.

Investments are classified as either financial assets at fair value
through profit or loss or available-for-sale financial assets.

(i)  Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are either
investments classified as held for trading or designated as at
fair value through profit or loss upon initial recognition. These
investments are subsequently measured at fair value. Gains or
losses arising from changes in fair value of these investments
are recognised in profit or loss.

(i)  Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial
assets not classified as trade and other receivables, held-
to-maturity investments or financial assets at fair value
through profit or loss. Available-for-sale financial assets are
subsequently measured at fair value. Gains or losses arising
from changes in fair value of these investments are recognised
in other comprehensive income, until the investments are
disposed of or there is objective evidence that the investments
are impaired, at which time the cumulative gains or losses
previously recognised in other comprehensive income are
recognised in profit or loss. Interest calculated using the
effective interest method is recognised in profit or loss.

Impairment losses recognised in profit or loss for equity
investments classified as available-for-sale financial assets are
not subsequently reversed through profit or loss. Impairment
losses recognised in profit or loss for debt instruments
classified as available-for-sale financial assets are subsequently
reversed and recognised in profit or loss if an increase in the
fair value of the instruments can be objectively related to an
event occurring after the recognition of the impairment loss.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(U]

(m)

(n)

Trade and other receivables

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

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

Cash and cash equivalents

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

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according
to the substance of the contractual arrangements entered into
and the definitions of a financial liability and an equity instrument
under HKFRSs. An equity instrument is any contract that evidences
a residual interest in the assets of the Group after deducting all of
its liabilities. The accounting policies adopted for specific financial
liabilities and equity instruments are set out from note 4 (o) to 4 (s)
to the financial statements.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(o)

(p)

(q)

(s)

(¥)

Borrowings

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

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

Trade and other payables

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

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include financial
liabilities held-for-trading and financial liabilities designated upon
initial recognition at fair value through profit or loss. Financial
liabilities are classified as held-for-trading if they are acquired for the
purpose of selling in the near term. Gains or losses on liabilities held-
for-trading and those designated at fair value through profit or loss
are recognised in profit or l0ss.

Equity instruments
Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Derivative financial instruments
Derivatives are initially recognised and subsequently measured at
fair value.

Changes in the fair value of derivatives are recognised in profit or
loss as they arise.

Dividend distribution

Dividend distribution to the Company’s shareholders is recognised
as a liability in the Group's financial statements in the period in
which the dividends are approved by the Company’s shareholders
or directors, where appropriate.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(u) Revenue recognition

(v)

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable that
the economic benefits will flow to the Group and the amount of
revenue can be measured reliably.

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

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

Dividend income is recognised when the shareholders’ rights to
receive payment are established.

Employee benefits

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

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

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

Termination benefits

Termination benefits are recognised when, and only when, the
Group demonstrably commits itself to terminate employment
or to provide benefits as a result of voluntary redundancy by
having a detail formal plan which is without realistic possibility
of withdrawal.

(iii)
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(w) Share-based payments

(x)

The Group issues equity-settled share-based payments to certain
management employees. Equity-settled share-based payments are
measured at fair value (excluding the effect of non market-based
vesting conditions) of the equity instruments at the date of grant.
The fair value determined at the grant date of the equity-settled
share-based payments is expensed on a straight-line basis over the
vesting period, based on the Group’s estimate of shares that will
eventually vest and adjusted for the effect of non market-based
vesting conditions. The issuance of fully vested equity instruments,
or rights to equity instruments, is presumed to relate to past service,
requiring the full amount of the grant-date fair value to be expensed
immediately.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, which are assets that necessarily
take a substantial period of time to get ready for their intended use
or sale, are capitalised as part of the cost of those assets, until such
time as the assets are substantially ready for their intended use or
sale. Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation.

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

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(y) Taxation

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

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

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the financial statements and
the corresponding tax bases used in the computation of taxable
profit. Deferred tax liabilities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised to
the extent that it is probable that taxable profits will be available
against which deductible temporary differences, unused tax losses
or unused tax credits can be utilised. Such assets and liabilities are
not recognised if the temporary difference arises from goodwill or
from the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except where the
Group is able to control the reversal of the temporary difference and
it is probable that the temporary difference will not reverse in the
foreseeable future.

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

(y)

(z)

Taxation (Continued)

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

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

Related parties
A party is related to the Group if:

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

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

(iv)

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

(v)  the party is a close member of the family of any individual
referred to in (i) or (iv);
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(z) Related parties (Continued)

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

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

(aa) Segment reporting

HKFRS 8 "Operating Segments” requires operating segments to be
identified on the basis of internal reports about components of the
Group that are regularly reviewed by the chief operating decision
maker in order to allocate resources to the segment and to assess its
performance.

Operating segments are reported in a manner consistent with
the internal management reports provided to the chief operating
decision-makers. Segment profits or losses do not include
impairment loss on intangible assets, reversal of impairment loss
on amounts due from related companies and gain on disposal of
subsidiaries. Segment assets do not include amount due from a
related company. Segment liabilities do not include amount due
to a shareholder, bank loans and deferred tax liabilities for general
operating purpose. Segment non-current assets do not include
available-for-sale financial assets and deferred tax assets.

(ab) Impairment of assets

Intangible assets that have an indefinite useful life or not yet
available for use are reviewed annually for impairment and
are reviewed for impairment whenever events or changes
in circumstances indicate the carrying amount may not be
recoverable.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(ab) Impairment of assets (Continued)

At the end of each reporting period, the Group reviews the carrying
amounts of its tangible and intangible assets except derivative
instruments, deferred tax assets, inventories and receivables to
determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine
the extent of any impairment loss. Where it is not possible to estimate
the recoverable amount of an individual asset, the Group estimates
the recoverable amount of the cash-generating unit to which the
asset belongs.

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

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

Where an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit is increased to the
revised estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that would
have been determined (net of amortisation or depreciation) had no
impairment loss been recognised for the asset or cash-generating
unit in prior years. A reversal of an impairment loss is recognised
immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the reversal of the impairment loss is
treated as a revaluation increase.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(ac) Provisions and contingent liabilities

4, EESFHBER(E)
(ac) BERIRERE

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

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

(ad) Events after the reporting period

Events after the reporting period that provide additional information
about the Group's position at the end of the reporting period or
those that indicate the going concern assumption is not appropriate
are adjusting events and are reflected in the financial statements.
Events after the reporting period that are not adjusting events are
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5. CRITICAL JUDGEMENTS AND KEY ESTIMATES 5. BABAHEIN ETEM4ET

(@) Critical judgements in applying accounting policies

(a) FERERTBRAYERREH &

In the process of applying the accounting policies, the directors
have made the following judgements that have the most significant
effect on the amounts recognised in the financial statements.

Split of land and building elements

The Group determines that the lease payments cannot be allocated
reliably between the land and building elements. Accordingly the
entire lease of land and buildings is classified as a finance lease and
included under fixed assets.

R R RN - EEQAEHT
FIHH BRERROFEARAY
2 Y8 -

S EY L
BB T S S E N
DATIHEET o Bt - TS
FRARNERAREHEMERL T
ANEFEEZA -

PERRIZERER AT 2010 FF 5§



B SR AR MY o

For the year ended 31 December 2010
BE-T—FFI A=+ —AILEE

5. CRITICALJUDGEMENTS AND KEY ESTIMATES
(Continued)

(a)

(b)

Critical judgements in applying accounting policies
(Continued)

Legal title of certain intangible assets

The Group acquired the “TrekStor” trademarks in 2009 as set out
in note 36(b) to the financial statements. As at 31 December
2010, certain “TrekStor” trademarks have not yet been registered
under the Group’s name. Nevertheless, the Group is entitled to
use the “TrekStor” trademarks (German Trademarks Nos. 908224
and 30726432 and the Community Trademarks Nos. 4913661,
3936184 and 6665863) and is entitled to grant sublicenses prior
to the settlement of the outstanding purchase price. According to
the TrekStor Transfer Agreement, the vendor still retains a lien on
the “TrekStor” trademarks (German Trademarks Nos. 908224 and
30726432 and the Community Trademarks Nos. 4913661, 3936184
and 6665863) to secure the outstanding purchase price. Such
trademarks have been recognised by the Group as intangible assets,
the directors expect the transfer of legal titles in future should have
no major difficulties and the Group is in substance controlling these
trademarks.

Key sources of estimation uncertainty

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

Fair value of certain assets and liabilities involve valuation
technique

During the Group's acquisitions of certain businesses as set out in
note 36(b) to the financial statements, valuation techniques were
applied to determine the fair values of the acquired assets, liabilities
and contingent liabilities. Furthermore, the fair value of derivative
instruments and financial liabilities at fair value through profit or
loss as set out in note 24 and note 32 to the financial statements
respectively also involve valuation techniques. When applying
valuation techniques, various subjective assumptions and generally
accepted methodologies were used to derive the fair values. Any
changes in these assumptions can significantly affect the estimate
of the fair value of the underlying assets and liabilities.
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5. CRITICALJUDGEMENTS AND KEY ESTIMATES
(Continued)

(b) Key sources of estimation uncertainty (Continued)

Fixed assets and depreciation

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

Impairment of fixed assets

The Group assesses annually whether fixed assets have any
indication of impairment in accordance with the accounting policy.
The recoverable amounts of fixed assets have been determined
based on value-in-use calculations. These calculations require the
use of judgement and estimates.

Intangible assets and amortisation

The Group determines the estimated useful lives and related
amortisation for the Group’s intangible assets. The useful live
of intangible assets are assessed to be either finite or indefinite,
based on the expected usage and technical obsolescence from
the changes in the market demands or services output from the
assets. Intangible assets with finite useful lives are amortised over
the expected useful economic lives and assessed for impairment
whenever there is an indication that the intangible assets may be
impaired. The amortisation period and the amortisation method
for the intangible assets with a finite useful life are reviewed by the
management at least at the end of each reporting period.

Allowance for slow-moving inventories

Allowance for slow-moving inventories is made based on the
ageing and estimated net realisable value of inventories. The
assessment of the allowance amount involves judgement and
estimates. Where the actual outcome in future is different from the
original estimate, such difference will impact the carrying value of
inventories and allowance charge/write-back in the period in which
such estimate has been changed.
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For the year ended 31 December 2010
BE—F—FTFF-HA=1+—HILFE

5. CRITICAL JUDGEMENTS AND KEY ESTIMATES 5.
(Continued)
(b) Key sources of estimation uncertainty (Continued)

EA g2 M & = E A Et ()
(b) fEETTFAMERZ ERHRR(E)

Impairment of available-for-sale financial assets

The Group determines whether the unlisted equity investment
is impaired at least on an annual basis and based on the financial
information available from the unlisted equity investment. Details
are set out in note 20 to the financial statements.

Impairment of trade and other receivables

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

Product warranty provision

Product warrant provision of the Group is recognised based on
past experience of level of repairs and returns, discounted to their
present value as appropriate. Movement of the product warranty
provision during the year is set out in note 31 to the financial
statements.

Income taxes

The Group is subject to income taxes in several jurisdictions.
Significant estimates are required in determining the provision
for income taxes. Should the final assessment of tax authorities
were 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.
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For the year ended 31 December 2010
BE—F—FTFF-H=1+—HILFE

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

(a) Foreign currency risk

The Group has certain exposure to foreign currency risk as part
of its business transactions, assets and liabilities are denominated
in United States dollar, Euro, Renminbi and Hong Kong dollar.
The Group enters into currency option and forward contracts to
mitigate the foreign currency risk arising from loan to subsidiary and
purchases of raw materials denominated in foreign currencies. The
Group currently does not have a foreign currency hedging policy in
respect of other foreign currency transactions, assets and liabilities.
The Group will monitor its foreign currency exposure closely and
will consider hedging significant foreign currency exposure should
the need arise.

6. HERAKRER
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Notes to the Financial Statements

B RS ER AR

For the year ended 31 December 2010
BE-F—FF A=+ —AILFE

6.

FINANCIAL RISK MANAGEMENT (Continued) 6.

(a)

Foreign currency risk (Continued)

The following tables detail the Group’s major exposure at the end
of reporting period to foreign currency risk arising from recognised

assets or liabilities denominated in respective foreign currency. For

presentation purposes, the amounts of the exposure are shown
in Hong Kong dollar translated using the spot rates at the end of

reporting period.

Denominated in United States dollar

Trade receivables

Deposits and other receivables

Bank and cash balances

Trade payables

Accruals and other payables

Bank borrowings

Amounts due from/(to) group companies

Total

Denominated in Renminbi

Deposits and other receivables

Bank and cash balances

Trade payables

Accruals and other payables

Amounts due from/(to) group companies

Total

LA THIE

Be R E M RUFIR
RITRIR AR

FERTE SRR

BB A R H A 5R
RITEE

i VMG SNPE SEIVNIE

st

UARESIE

Be KA K IR
RITRREHER

FEfTE SRR
BB A R E RN FIR

R (A REB AR FUR

=

e, O
|
‘\

BERREE(E)

(a) HNEEmEEE ()
TRAHARERLIZIERINET
EEHRAEL R EEENRES
RAEEOEBINERR - B2FIA
#) - MRS RN ELER R E LA
BIIITREMBR SR o

2010
—z-f

HK$'000
TiET

HK$’000
TR

126,109 110,315
- 1,419

25,877 36,554

(34,467) (37,218)

(392) (24,872)

(7,363) (5,522)

1] 18,684 38,480
128,448 119,156

- 987

3 —

(10,306) (7,555)

(1,780) (1,842)

(14,533) (19,306)

(26,616) (27,716)
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B RS ER R MY =

For the year ended 31 December 2010
BE-F—FF S A=+ —AILEE

6.

FINANCIAL RISK MANAGEMENT (Continued)

(a)

Foreign currency risk (Continued)

Denominated in Euro
Bank and cash balances

Trade payables
Amounts due from/(to) group companies

Total

Denominated in Hong Kong dollar

Bank and cash balances
Amounts due from/(to) group companies

Total

LB T 5IE

RITMIRE G
FEfTE SRR3R
FEY, (FEfT) SR A R

et
LA T HIE
RITRIA S EH

FEA (FE) SEE AR UE

5t

6. MERER(HE)
(a) sMEEREBR (4K)

2010
=f BN 24

HK$’000
Tz

2009
—ETHhF
HK$'000
FET

29 =
(480) (795)
37,201 33,512
36,750 32,717
7 669
90,531 51,453
90,538 52,122
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Notes to the Financial Statements

B R AR BT EE

For the year ended 31 December 2010
BE-F—FF A=+ —AILFE

6. FINANCIAL RISK MANAGEMENT (Continued) 6. HMBEMERE(E)
(a) Foreign currency risk (Continued) (@) MNP ()
The following table indicates the instantaneous change in the R FTA E R e n] & &g A
Group's profit for the year and retained profits that would have been B REBRFREZER[GAERY
arisen if foreign exchange rates to which the Group has significant WEHRMNAEZE - @RIFNER
exposure at the end of reporting period had changed at those SEFEENRBFRERR TN
dates, assuming all other risk variables remained constant. B
2010 2009
—B-FF —ETNEF
Increase/ Increase/
(decrease) (decrease)
in foreign in foreign
Foreign currency/ exchange exchange
functional currency SRS TS ThREE M rates HK$’000 rates HK$'000
EEH EXF
(F%) FHET THET
United States dollar/ ETLHET 1% 1,567 1% 1,099
Hong Kong dollar (1)% (1,567) (1)% (1,099)
Renminbi/ AR HBT 5% (3,853) 5% (3.243)
Hong Kong dollar (5)% 3,853 (5)% 3,243
Euro/ BT H BT 10% 3,385 10% 3,005
Hong Kong dollar (10)% (3,385) (10)% (3,005)
During the year ended 31 December 2010, the Group has used HE-_ZT-ZEF+-A=+—HI
derivative financial instruments to mitigate its risks associated with FE  FEECHNBATESRTIA
foreign currency fluctuations. The use of financial derivatives has VARME SME R &8 R e @b o ARA
been closely monitored by directors of the Company. The Group RIEFEZYBISmMITET AN
would choose financial institutions with high credit rating as R - AEEFEESEETRY
counter party when using derivative financial instruments. SRBEEENAITESRIANS
Fr e
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For the year ended 31 December 2010
BE—F—FTFF-H=1+—HILFE

6. FINANCIAL RISK MANAGEMENT (Continued)
(b) Creditrisk

6. MBERERE(E)
(b) EERER

The Group has policies in place to ensure that sales are made to
customers with an appropriate credit history. The carrying amount
of the bank and cash balances, derivative financial instruments, trade
and other receivables and due from a related company included in
the statement of financial position represents the Group’s maximum
exposure to credit risk in relation to the Group’'s financial assets.

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

The Group has certain concentration of credit risk, as the Group's
largest three debtors account for 49% of trade receivables as at 31
December 2010 (2009: 48%).

In order to minimise credit risk, management have delegated
a team to be responsible for the determination of credit limits,
credit approvals and other monitoring procedures. In addition,
management reviews the recoverable amount of each individual
trade debt regularly to ensure that adequate impairment losses
are recognised for irrecoverable debts. In this regard, management
considers that the Group's credit risk is significantly reduced.

AEEGIETHE  BRAAEHS
BEELENEPETHE - fTA
PIBARKREIRITRIR B AR ~ 07
AERTHE  BEE SRR EM
R WK IR LA B FE LK B 528 /2 B IR Y
REEMASEEBEEY MK
SIEERR

BITRBSESRARITESBRTA
WEERRER  FEEHFHE
BB I RRBL T B EETR
HI8RAT o

AEBFEAZETETRENEE
R - RERANER= KEBHAR
HZE-EFE+-_RA=+—HE
B 5 R A49%( — BTN F
48%) °

RREEERR  BEEREKER
HEEERE  FEEILEREME
ERFHEK - N EERERE
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For the year ended 31 December 2010

BE-F—FE{ A=+ —AIHEE

6.

FINANCIAL RISK MANAGEMENT (Continued)

(c)

Liquidity risk

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

term.

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

as follows:

At 31 December 2010

Trade payables
Accruals and other payables

Bank borrowings
Financial liabilities at fair value
through profit or loss

At 31 December 2009

Trade payables
Accruals and other payables

Amount due to a shareholder

Bank borrowings

Financial liabilities at fair value
through profit or loss

R-ZE—ZF
+=RA=+—H
FETE Z R
TEIRE R R EMER
RIE
RITEE
B ATERT ABZER
TRIBE
R=ZZBZhEF
+=A=+—H
FEFTE SRR
TEIRE A R EMER
RIE
FEAR R SRIE
RITEE
BEATERT ABZER
BRIEE

Less than

6. MHERER(HE)
(0 RBESER

AEBHBR B TERERRR LA

HORBHESTTE

- ARERANER E

R ERR 2 HEARMNERH LK

EHNRBEESH

AEEEREENANIHASN

T -

Between
1and 2 years
NF1ZE25F
HK$'000
THETT

1 year

1R
HK$'000
FAT

115,313 -

107,677 -
62,613 -

9,033 15,093
107,116 =
103,352 =

18,255 =

28,591 =

5,832 7,263

Between

2 and 5 years
NF2ESF
HK$'000
THETT

2,237

17,086
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For the year ended 31 December 2010
HE-F—FF+ A=+ AULFE

6. FINANCIAL RISK MANAGEMENT (Continued)
(c) Liquidity risk (Continued)

Bank borrowings included certain bank loans that were expected
by the Group management to be repayable twelve months or
more after the end of each reporting period. The maturity analysis
in respect of bank borrowings (with interest thereon) provided by
the Group management incorporating the above expectation is as
follows:

MR EE (&)
(c) REBES R (E)

fEﬁ1ﬁE@%$‘i EEEERMA

& & AR ET T — E A AR
BENETRITER - AEEERE
B HE Fitfast B R AP ERITE
ECERABBAE
™

JREIEA B DTN

Less than Between Between
1year 1and 2 years 2 and 5 years
Bank borrowings SRITHEE LE:3PWN 1225 NF2ZE55
HK$'000 HKS'000 HKS$'000
FAT FAT FAT
At 31 December 2010 N5
+=BA=+—H 53,554 7,364 2,525
At 31 December 2009 RZZEZNF
+=—HA=+—H 20,887 6,166 2,186
(d) Interest rate risk (d) FIEE
The Group's exposure to interest-rate risk arises from its bank NEBBASZEBITERLIBITE
deposits and bank borrowings. These deposits and borrowings bear EMMERER - ZETHREEER
interests at variable rates varied with the then prevailing market SFENREETE - FIRIZE KA
condition. JE °

As at 31 December 2010, it is estimated that a general increase/
decrease of 100 basis points in interest rates, with all other variables
held constant, would have increased/decreased the Group's profit
for the year and retained profits as follows:

Increase/(decrease) in interest rates

100524
(100)EZh

100 basis points
(100) basis points

FEEHA (THR)

R_ZT—ZTF+_A=+—H &
FTEEMESGBTENERLT
REFRERE FF T 100{EE
B REENFEERA RBFRE
B R

2010 2009
—EF-%F —TENF
HK$’000 HK$'000
TRz TAT
(174) 139

174 (139)

The sensitivity analysis above indicates the impact on the Group's
profit for the year and retained profits that would have arisen
assuming that there is an annualised impact on interest income
and expense by a change in interest rates. The analysis has been
performed on the same basis throughout the year.

EXERE DT HIRRR A R &
TEFREMBBARRMAN ﬁéﬁﬁ
ﬂﬁglif;mﬂ& A i as i A

TE ETEFENIT EEM
H o
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e ETI =N
A
For the year ended 31 December 2010
Br —F—FFf - H=1—HILFEF
6. FINANCIAL RISK MANAGEMENT (Continued) 6. UBEMERE(K)
(e) Categories of the Group’s financial instruments at 31 (e) REEBR-ZE—ZFF+=-A8
December 2010 =t+t—HHE@MIAZEH
2010
=
HK$'000 HK$'000
FExT FABTT
Financial assets: SREE
Financial assets at fair value through BEATEGF ABERN SR
profit or loss: BE -
Held for trading FEER 2,361 -
Loans and receivables (including cashand B R EWFIE(BHEE S KR
cash equivalents): REeEEY)
Trade receivables FEW B 5 8RR 154,338 158,640
Deposits and other receivables R NCH eI IE 28,019 8518
Amount due from a related company FEU & R R IE - 15
Bank and cash balances R1TRIR B LR 58,913 68,622
243,631 235,795
Financial liabilities: eRERE:
Financial liabilities at fair value through BAFEFTABRASE
profit or loss: B1&E
Designated as such upon initial recognition R¥IFHERIEEE 26,091 27,171
Held for trading BIEEE 154 -
Financial liabilities at amortised cost: REESHR AT ER R B E ¢
Trade payables FERTE SRR 115,313 107,116
Accruals and other payables TEIRE R R EMEFRIA 100,027 103,352
Amount due to a shareholder FERT AR R FIE - 18,255
Bank borrowings RITEE 62,613 28,591
304,198 284,485
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B RSER R MY

For the year ended 31 December 2010
BE-T—FFf A=+ —AILFE

6. FINANCIAL RISK MANAGEMENT (Continued) 6.
(e) Categories of the Group’s financial instruments at 31
December 2010 (Continued)
The following disclosures of fair value measurements use a fair value
hierarchy which has 3 levels:

Level 1: quoted prices (unadjusted) in active markets for
identical assets or liabilities.

Level 2: inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from
prices).

Level 3: inputs for the asset or liability that are not based on
observable market data (unobservable inputs).

Disclosures of level in fair value hierarchy at 31 December 2010:

At 31 December 2010

MR EE (&)
() X"EER-—E—ZF+=H

=t+—-HNEMTAZER (H&)
AEERAAT AT ESREH B
BAFEIE  HFREE

BIE: BREELAEZTRD
SSHE (R ERE) ©

0B 2 VEMEEZREN
o BERAEEEH
1) R (AL A
BB HAL -

238 LHRETBETEEE
Mg 2 EELEMEA
B (EEBREA) -

AFESRRBR T —FF =
A=+—R2EERE -

R-FE—ZFFf-_F=+—H

Fair value measurement using:

DR EFTEAANER

Level 1 Level 2 Level 3 Total
Description E1E H2E HE3E et
HK$’000 HK$’000 HK$’000 HK$’000
FHET F#ET FHET FHET
Assets BE
Financial assets at fair value  RAF(EzH AIB2RH)
through profit or loss: DRIEE :
Derivative instruments PTAETER - 2,361 - 2,361
Liabilities afE
Financial liabilities at fair value 3% A Bz ABZFH)
through profit or loss: TRIBE -
Contingent considerations s ARME
(note 32) (Ht5#32) - 26,091 - 26,091
Derivative instruments PTETAE - 154 - 154
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For the year ended 31 December 2010
BE-F—FE{ A=+ —AIHEE

6. FINANCIAL RISK MANAGEMENT (Continued) 6. BIEEERE (&)
(e) Categories of the Group’s financial instruments at 31 (e) REEBR-ZE—ZFF+=-A8
December 2010 (Continued) =+—HWEmMIAZER (H)
At 31 December 2009 R-EENFf-A=+—H

Fair value measurement using:

NEFEFMANER
Level 1 Level 2 Level 3 Total
Description =] £ Fo[E= E3[E 4Bt
HKS'000 HKS'000 HKS'000 HK$'000
FAET FAIT FHAIT AT
Liabilities aE
Financial liabilities at fair value 2 A FEzF AEZH)
through profit or loss: THBE
Contingent considerations AR
(note 32) (B15t32) - 27,171 - 27,171
(f) Fair values f AFE
The carrying amounts of the Group's financial assets and financial REBRGEMBARRKRFTE SR
liabilities as reflected in the consolidated statement of financial BEACRBENREOERARS
position approximate their respective fair values. BWAFERE °
7. REVENUE 7. A
2010 2009
—E-=F —ETNF
HK$’000 HK$'000
FET AT
Sales of goods HEE M 1,167,610 839,798
Others Hih 159 183
1,167,769 839,981
Net sales return arising from product warranty  Efrir HEERR E /558 (22,227) (18,083)
1,145,542 821,398
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For the year ended 31 December 2010
BE—F—FTFF-H=1+—HILFE

8. SEGMENT INFORMATION 8.

The Group has three reportable segments as follows:

EMS - Electronic Manufacturing Services

Licensed Brand Business - Marketing and distribution of "RCA”
branded SMB phone systems
in the US.A. and Canada

Own Brand Business - Assembling, marketing and distribution
of “TrekStor” branded products such
as portable storage devices and
multimedia products in Europe

The Group's reportable segments are strategic business units that offer
different products and services. They are managed separately because
each business requires different technology and marketing strategies.

The accounting policies of the operating segments are the same as those
described in note to the financial statements.

The Group accounts for intersegment sales and transfers as if the sales or
transfers were to third parties, i.e. at current market prices.

DEER
REE=ARES BT -

BTEERE — ETRERS
B RRER — REBRRNEREH
K #5I RCA IR hE

l:Fl /J\/JE'EEE%/?‘/\ L

BRMEER — RBUMEE 2Kk
88 TrekStor | G iR
Ef - WEERX
HEHBERZIERE
Ef

REBMHE D AP ARG IS ER -
RETFREMERY - &0 BBULE
B RRESXEHEZ RSN L Z

A6 5 R SR S T 9 2 I A
eI

REBIZE T EL D JPHE 8 E M EE
AR - BN SE =TT SHE SR o
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For the year ended 31 December 2010

EEr—F

—EFES A= —HIFE

8. SEGMENT INFORMATION (Continued)
Information about reportable segment profit or loss,

(a)

assets and liabilities:

Year ended
31 December 2010

Revenue from external
customers
Intersegment revenue
Segment profit/(loss)
Interest revenue
Interest expense

BE-Z—%%
t=RA=t—H
LEFE

KESMREF A

7 BB A
DR, (E1R)
ST ON
BRI

Depreciation and amortisation #7 2 K #

Staff costs

Income tax expense/(credit)

Additions to segment
non-current assets

As at 31 December 2010

Segment assets
Segment liabilities

%I&$
Fssims (HEx)
DEBIERBNVE E

,lLE VAN

R-ZE—ZF
+=A=+—8

ﬁ_j\\

DEBEE
b

DH
HaE

8.

EMS
=
RER
HK$000
THEx

764,012
93,391
93,233

38
1,233
12,839

124,341

10,875

15,949

422,959
194,135

2EER (&)
(a) EBBEIMERNREE - &
EREENER :

Licensed
Brand
Business
45 5 o e
£
HK$’000
FET

158,382
5,725

1

6,999
5,374
2,088

22

100,676
77,385

Own
Brand
Business
B Rmg
ESS
HK$’000
FET

223,148

(28,017)
3,192
705
35,264
(209)

255

91,416
99,104

Total

#st
HK$’000
FEx

1,145,542
93,391
70,941

39
4,425
20,543
164,979
12,754

16,226

615,051
370,624
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For the year ended 31 December 2010
AP T FF+_A=+—HIFE

8. SEGMENT INFORMATION (Continued) 8. DHER(E)
(a) Information about reportable segment profit or loss, (a) EERESWEFINEE - &
assets and liabilities: (Continued) EREENER : (8)
Licensed Own
Brand Brand
EMS Business Business Total
BF FFETmhE SERER)
BLERRTS E 75 #ET
HKS'000 HKS'000 HKS'000 HKS$'000
FA&T FAIT T BT
Year ended BE-ZZNE
31 December 2009 +=B=+—H
LFE
Revenue from external REINREFRA
customers 681,876 117,367 22,655 821,898
Intersegment revenue BRI A 74,328 = = 74,328
Segment profit/(loss) DEEF, (E51E) 84,328 4,956 (3,341) 85,943
Interest revenue B HA 64 - - 64
Interest expense I 937 = 10 947
Depreciation and amortisation 3728 % # 11,151 5,507 120 16,778
Staff costs 8 TR 103,306 6,074 10,598 119,978
Income tax expense/(credit) FTEFiMAY (HEH) 10,506 2,252 27) 12,731
Discount on acquisitions U BE T
(note 36(b)) (Btst36(b)) - 2436 6,574 9,010
Additions to segment DEIEMENEE
non-current assets HER 16,325 35,463 20,248 72,036
As at 31 December2009 R-EThE
+t=A=+—8H
Segment assets DEBEE 378,028 113,781 62,470 554,279
Segment liabilities DEEE 194,625 98,085 59,501 352,211
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For the year ended 31 December 2010
HE-F—FF+ A=+ AUEE

8. SEGMENT INFORMATION (Continued) 8. 7EBERI(HE)
(b) Reconciliations of reportable segment revenue, profit (b) MEDIUWA ~ BRHEE
or loss, assets and liabilities: EEREENEE
2010 2009
—g-%F —TEIAF
HK$’000 HKS'000
FHxT FHBT

Revenue A
Total revenue of reportable segments s BUR A A2 5E 1,238,933 896,226
Elimination of intersegment revenue 7 BB UL AIE 85 (93,391) (74,328)
Consolidated revenue e WA 1,145,542 821,898

2010 2009
2—FF —EThF
HK$’000 HKS'000
FHET AT
Profit or loss IR EE
Total profit of reportable segments WG D ER AR 70,941 85,943
Elimination of intersegment profits ”*BF‘?,@?‘WH&% (2,353) (2,778)
Unallocated amounts: AOBLEE
Impairment loss on intangible assets ﬂﬁ/ééﬁﬁﬁﬂé (123) -
Reversal of impairment loss on amount JEUW RE R R FRIE R E
due from a related company [E5ia %o - 637
Gain on disposal of subsidiaries HERE AR - 1,596
Consolidated profit before tax R EBRB AT A 68,465 85,398
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For the year ended 31 December 2010
BE—F—FFELf _A=+—HIIFE

8. SEGMENT INFORMATION (Continued) 8. ZEER(E)
(b) Reconciliations of reportable segment revenue, profit (b) HEDEWA ~ BFIHEE -
or loss, assets and liabilities: (Continued) EEREENHER : (&)
2010 2009
—B-EF ZEENEF
HK$'000 HKS$'000
FHET FHIT
Assets BE
Total assets of reportable segments mEDHEERE 615,051 554,279
Elimination of intersegment receivables 2B 1 FE U FRIE 3 £ (100,254) (90,399)
Elimination of unrealised profits *“Aﬁfﬁ/mflﬁfﬁﬁﬁ (2,353) (2,778)
Unallocated amounts: ADBEE
Amount due from a related company %Hﬁﬁﬁkﬁﬂ?ﬁﬁ
(note 25) (H15£25) - 15
Deferred tax assets EEFITBE = 7,690 10,520
Consolidated total assets LEEERE 520,134 471,637

2010 2009
—B-FF —ZETNF
HK$’000 HK$'000
FHET T
Liabilities =i
Total liabilities of reportable segments wMED I A ELEE 370,624 352,211
Elimination of intersegment payables D EPEERE IETfﬁfﬁ (100,254) (90,399)
Unallocated amounts: ROBLESHE
Amount due to a shareholder (note 29) FES AR SR FRIE (A2E29) - 18,255
Bank borrowings RITEE 62,613 28,591
Deferred tax liabilities BIEFIEAE 14,880 17,109
Consolidated total liabilities GREERE 347,863 325,767
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B R AR BT EE

For the year ended 31 December 2010
BE-F—FE{ A=+ —AIHEE

8. SEGMENT INFORMATION (Continued) 8. 7EBERI(HE)

(c) Geographical information: () HWEER :
2010 2009
—E-=F —EENEF
HK$’000 HK$'000
FHxT FHBT

Revenue PN

Americas e 322,083 319,136
Europe BN 567,835 267,687
Asia-Pacific and Japan EEYNZ)M=FN 255,624 235,075
Consolidated total RN L 1,145,542 821,398

2010 2009
—B-FF —ETNEF
HK$'000 HKS'000
FExT FAT
Non-current assets IEREEE
Americas E 22,978 29,956
Europe BOM 17,660 19,631
Asia-Pacific and Japan EEY NN =FN 62,401 56,742
Consolidated total 4R A 4EEE 103,039 106,329
In presenting the geographical information, revenue is based on the EE2YHEERE  WARUER
locations of the customers. FrERih Bh 2 ©
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PR ER AR BT RE

For the year ended 31 December 2010
BE-F—FE{ A=A

8. SEGMENT INFORMATION (Continued) 8. oEHER(E)
(d) Revenue from major customers: (d REETEEFHWA :
An analysis of revenue from major customers which account for EAREERAI0%IA ENEER
FPWBASITIT

over 10 percent or more of the Group's revenue is as follows:

2010 2009
—E-=F —ETNF
HK$'000 HKS'000
FHET T

EMS segment BT SERE DB
Customer a 253 149,625 158,526
Customer b Z5b 353,913 235,882

Own Brand Business segment BRBBEKE DI
Customer ¢ ZHBc 156,522 N/A

9. OTHERINCOME 9. HfbgA

2010
—-%f

HK$’000
FEx

2009
—ETNF
HKS'000
FHBT

Bank interest income HRITA B WA 39 64
Discount on acquisitions (note 36(b)) W T (12t 36(b)) - 9,010
Income from cancellation of customers’ orders & F 5T B EUH UL A 7,323 -
Gain on derivative instruments HTA T AWES 2,453 -
Sales of scrap materials SHE R 61 1,184
Others Hb 3,367 2,113

13,243 12,371
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B RS ERAR BT EE

For the year ended 31 December 2010
BE-F—FE{ A=+ —AIHEE

10. FINANCE COSTS 10. RE A
2010 2009
—E-EF —ETNhEF
HK$’000 HK$'000
FEx FH&T
Wholly repayable within five years: AREFABEEE :
Bank overdraft interest RITEZFE 2 5
Bank loans interest IRITEFAFE 1,314 556
Finance lease interest RERERE - 1
Interest on import/export loans HEHOERF S 323 355
Interest on factoring loans R BhA B HAE 2,786 20
4,425 047
11. INCOME TAX EXPENSE 1. FiIEHxX
2010 2009
—E-=F —EThEF
HK$’000 HKS$'000
FEx FBT
Current tax — Hong Kong Profits Tax BNEAT 18 — B FIET
Provision for the year FEBEE 9,491 10918
Over-provision in prior years B FE RS (533) (20)
8,958 10,898
Current tax — Overseas BNEATHIE — 8 oh
Provision for the year FEEME 3,797 2,257
Under-provision in prior years BAEFERETR 16 -
3,813 2,257
Deferred tax (note 33) IEAERAIE (M15733) (17) (424)
12,754 12,731

m Telefield International (Holdings) Limited - Annual Report 2010



Notes to the Financial Statements
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For the year ended 31 December 2010
BE-T—FFf A=+ —AILFE

11. INCOME TAX EXPENSE (Continued)
Hong Kong Profits Tax has been provided at a rate of 16.5% (2009: 16.5%)
based on the estimated assessable profit for the year.

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

The reconciliation between the income tax expense and the product of
profit before tax multiplied by the Hong Kong Profits Tax rate is as follows:

B At A

Profit before tax

Tax at the Hong Kong Profits Tax rate of 16.5%
(2009: 16.5%)

Tax effect of income that is not taxable

Tax effect of expenses that are not deductible

Tax effect of temporary differences not
recognised

Tax effect of offshore profits that are not taxable THZ8 =3 5 Bl == i A1 Y Bt

BEFREERE

Over-provision in prior years
Tax effect of utilisation of tax losses not

previously recognised MG E

R R165%( —BE

16.5%) st E BB EH
BERFRIA TR
A 0% 2 B
THERER=ZNT G

T

B

-

E

1. FriSBiREZ (4])
AEERBAFEGERFEH @ 1%
165%( —ZZTNF 1 165%) B REHE
BEBFGHEE -

Hp 77 ERBG MR IBE BT A
SERLMERRERNNE - RIFEH
BRITAD - mBREHHE -

PR B S B R TR AT KSR IA BB F 15
M RIE 2 SRRANT

NE

ERBEREERHIEREN

Tax effect of unused tax losses not recognised  NEAA E) AT 18 B 1B H R 15

=271
-7

Effect of different tax rates of subsidiaries

PSR

Income tax expense

=/ a0

X E

B A R R R

2010
—E-FF
HK$'000 HKS$'000
THET FET
68,465 85,398
11,297 14,091
(3,049) (1,809)
5,684 6,781
2
440 342
2 (8,244) (9.079)
(517) (20)
(473) =
5,813 2,266
1,803 159
12,754 12,731
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B RS ERAR BT EE

For the year ended 31 December 2010
BE-T—FFI A=+ —AILEE

12. PROFIT FOR THE YEAR

12. FERF

The Group's profit for the year is stated after charging/(crediting) the REBFEFEFNENS, GFAIUATE
following: THIEEHIT -
2010 2009
—E-EF —ETNEF
HK$’000 HKS'000
FET FAET
Reversal of impairment loss on amountdue  fEURFE:E A B IE R (E E51E

from a related company £ (o) - (637)
Amortisation of intangible assets (included in  #EFZE E#E S (T ASEE & D 8

selling and distribution expenses) B AR) 7,423 5,564
Auditor's remuneration ZE R & 1,168 801
Allowance for receivables, net (note 22) FE W B B R (f it 22) 2,970 239
Cost of goods sold (Note (i) SHE AN (HT2E3))

Cost of inventories sold EEFERA 892,711 634,472

Allowance for inventories FERE 10,842 10,077

Reversal of allowance for inventories FE BRI (22 3i)

(Note (i) (10,624) (10,383)
892,929 634,166
Depreciation e 13,120 11,214
Directors’ emoluments et

As directors == 263 -
For management BEIEE 10,122 8,800
10,385 8,800

Research and development expenditure T EE 5 S (7 a2 Gii))

(Note (iii) 20,931 18,816
Exchange losses, net TN EIRFRE 4,887 998
Fair value loss on derivative instruments MTET AR EEE 788 =
Fair value loss on financial liabilities at fair value 22X F(Ezt ABRHNE B E

through profit or loss NFEEE 3,696 711
Impairment loss on intangible assets (included & E R EETE (GTAHE &

in selling and distribution expenses) D EEEA) 123 -
Loss on disposal of fixed assets HEBTEERSE 222 2,294
Operating lease charges KEHEER

Land and buildings Ty RAEF 11,727 9316
Staff costs including directors’ emoluments E\IE)Z$(’E%§$@H(£)

Salaries, bonus and allowances g~ {EAL K)ERE 157,208 109,836

Equity-settled share-based payments LM%E:&%%MH%%QHE’U

(included in other operating expenses) STHGIAEMEEER) - 2,738

Retirement benefit scheme contributions RIREAET IR 7,771 7,404

164,979 119,978
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For the year ended 31 December 2010
BE—F—FTFF-H=1+—HILFE

12. PROFIT FOR THE YEAR (Continued)

Notes:

@

(ii)

(iif)

During the year ended 31 December 2010, cost of goods sold includes
approximately HK$90,278,000 (2009: HK$66,079,000) relating to staff costs and
depreciation, amounts of which are also included in the respective total amounts
disclosed separately above for each of these types of expenses.

The Group makes allowance for raw materials aged more than 9 months. The
reversal of such allowance represents the amount of raw materials subsequently
used in production.

During the year ended 31 December 2010, research and development
expenditure includes approximately HK$18,112,000 (2009: HK$16,184,000) relating
to staff costs, amounts of which are also included in the respective total amounts
disclosed separately above for each of these types of expenses.

12. FEER(E)

Bt
@)

(iii)

HE-_ZT—ZTF+-_A=+—RHILFE"
HEXRABEEEHEIRARINED
90,278,000/ 7L ( ZZEZE N F : 66,079,00078
TL) ' RS A L ERHES R
X -

AEEEE #EofE A 49 FAEHEH R o
BEBREEEZAREENEM S -

HE-_Z-TF+_A=+—HLFE
2B BIEB R E TR ANK18,112,00055
TT(ZZETNE 161840008 70) * % 5%
%;‘fﬁJr)\tWElJﬁE?%iﬁ%%%ﬁim%
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For the year ended 31 December 2010

BE-F—FE{ A=+ —AIHEE

13. REMUNERATION OF DIRECTORS AND FIVE HIGHEST

PAID INDIVIDUALS
Directors’ remuneration
The emoluments of each of the Company’s director were as follows:

(a)

(a) EEME
KARZESHEUT -

13. EERAERBEFALHHME

Salaries,  Retirement
allowances benefit
and benefits contributions Discretionary
Fees in kind scheme bonus Total
e 2R RINER
Name of director ne BEWAlE G | BiETEAL @5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT  TET  Ter  TER  TER
Year ended BE-E-2F%
31 December 2010 +ZA=+-H
fI=:3:4
Executive directors HITEF
Mr.Cheng Han Ngok, Steve BBt b4 - 2,417 103 1,120 3,640
Mr. Lee Kai Bon FREAEE - 1,171 50 425 1,646
Mr.Ng Kim Yuen RIQELE - 1,344 58 490 1,892
Mr. Poon Ka Lee, Barry BRM %L - 945 12 508 1,465
Madam Fok Pui Yin EMBa+ - 1,011 43 425 1,479
- 6,888 266 2,968 10,122
Independent non-executive BUFHITEE
directors
Mr. Au-yang Cheong Yan, Peter Bif5 R B %4 20 - - - 90
Mr.Kwan Pun Fong, Vincent BB A %54 90 - - - 920
Mr. Xue Quan BRLE 83 - - - 83
Total st 263 6,888 266 2,968 10,385
Year ended BE_EZNEF
31 December 2009 +ZA=+-H
LEE
Mr.Cheng Han Ngok, Steve BBt e 4 = 2,335 102 1,000 3437
Mr. Lee Kai Bon FREAEE - 1,064 46 345 1455
Mr.Ng Kim Yuen RIQRLE = 1253 54 410 1,717
Mr. Poon Ka Lee, Barry BEFIEE - 745 7 220 972
Madam Fok Pui Yin EMBa+ - 838 36 345 1219
Total @5t - 6,235 245 2320 8,800
Save as disclosed above, there was no arrangement under which B EXPRIEERE SN - WAL H

a director waived or agreed to waive any emoluments during the

year.

EEMELRBEREFAEAME

MY Z2HE
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B R ERAR T EE

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

13. REMUNERATION OF DIRECTORS AND FIVE HIGHEST 13. EER A ZESHFATH#ME
PAID INDIVIDUALS (Continued) (48)
(b) Five highest paid individuals’ remuneration (b)
The five highest paid individuals in the Group during the year
included 3 (2009: 4) directors. Details of those emoluments have
been disclosed above. Details of the remuneration of the remaining
highest paid individuals during the year are set out below:

AEBRSHFALHME

RER  AEENAZEESHAL
DHIBREIR(ZETNEF  4R)E
E o HMER EXEE - FRKT
ERFALHOMESFEDT

Salaries and allowances e K=
Discretionary bonus EYIBTEAL

Retirement benefit scheme contributions  3ERIRKEFIET 21 FR

2010 2009
—g-®F _TThH
HK$'000 HK$'000
Fi# FBT
3,517 1,110

- 81

68 12

3,585 1,203

The number of highest paid individuals whose remuneration fell

within the following band is as follows:

BN TIIBENRSHALH
Banh

Nil to HK$ 1,000,000 TE I E 1,000,000 7T
HK$1,000,001 to HK$1,500,000 1,000,001/ 7T £ 1,500,000/ 7T
HK$ 1,500,001 to HK$2,000,000 1,500,00178 7T £ 2,000,000/ 7T

No remunerations were paid by the Group to any of the directors
or the highest paid individuals as an inducement to join or upon
joining the Group or as compensation for loss of office during the
year.

FA- AEEYEFEFNESHR
BEA LTINS - AERBEN
B2 3 b0 B 7K 5= [ Y R R o BBk R

f& o
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BE—F—FTFF-HA=1+—HILFE

14. RETIREMENT BENEFIT SCHEMES 14. RIKBF T2

102

The Group operates a mandatory provident fund scheme (the “MPF
Scheme”) under the Hong Kong Mandatory Provident Fund Schemes
Ordinance for all qualifying employees in Hong Kong. The assets of the
MPF Scheme were held separately from those of the Group in funds
under the control of an independent trustee. Under the rule of the MPF
Scheme, the employer and its employees were each required to make
contributions to the scheme at rate specified in the rules. The Group's
contributions to the MPF Scheme are calculated at 5% of the salaries
and wages subject to a monthly maximum amount of contribution of
HK$1,000 per employee and vest fully with employees when contributed
into the MPF Scheme.

Eligible employees of the Group's subsidiaries established in the People’s
Republic of China (the “PRC") are members of a central pension scheme
operated by the local municipal government. These subsidiaries are
required to contribute certain percentage of the employees’ basic salaries
and wages to the central pension scheme to fund the retirement benefits.
The local municipal government undertakes to assume the retirement
benefits obligations of all existing and future retired employees of these
subsidiaries. The only obligation of these subsidiaries with respect to the
central pension scheme is to meet the required contributions under the
scheme.

The subsidiaries of the Group incorporated in the United States of
America (the “US.A.") and Germany make monthly contribution to the
social security fund managed by respective relevant authorities, which
undertake the retirement obligations of the Group’s employees in
the US.A. and Germany. The Group has no obligation for payment of
retirement benefits beyond the monthly contributions. The contributions
payable are charged as an expense to the consolidated income statement
as and when incurred.

AEBRBREBRHME DA ST B ED)
REERAERBBEERIAHER
Bestal([aEEstal]) - BIEEETE
ZEEEB—RBUITARHZES
EAKERFEEDRRTA - RIZ®HE
TEFEIMRA - BERERBEDHIAR
MRIFTEARLL R A A BIE R - ANEBEZA
REEHE R ITE%MBEDEIEL
R HEBARK ERABEREE 000
BT RABESEFERHERR - #

AEBERPEARKAMBE([HE )KL
ZMBARAEREE /M BT
Mz RRAKSFTEIKE - ZEWBR
AEREEEAHFERTIEETENL
AR RBEAREETENELHR - UXTH
BRARINAEFI 377 BUR A G A E % F
MERRMAERARARRKER 2K
REMEE - ZEMBR AR RER
T8 2 ME— B ERRIEZA BIELPT

= (4
EHR

B MR B M AL 2 AR E B A
AARESEREREEZHERERES
WAERER - AEAEEXE R ER
BEZERIREME - RIRARTIN A&
30 & H A R AR RN SREAT » A
REELE ZBRAGFERERAEH o

Telefield International (Holdings) Limited - Annual Report 2010



Notes to the Financial Statements

B RS ER R MY

For the year ended 31 December 2010
BE-T—FFf A=+ —AILFE

15. DIVIDENDS

Proposed final iZm oA
Interim HR R

15. RE
2010 2009
= i TENF
Note HK$’000 HK$'000
Bzt FET FAT
(a) 7,411 =
() 33,800 33,500
41,211 33,500

(@)  Afinal dividend of HK$0.018 per ordinary share of the Company was
proposed for the year ended 31 December 2010.

(b)  The interim dividend for 2010 of HK$82.44 per ordinary share of
Telefield Holdings Limited, totaling HK$33,800,000 was declared and
distributed to its then shareholder in 2010.

The first interim dividend for 2009 of HK$36.59 per ordinary share
of Telefield Holdings Limited, totaling HK$15,000,000 was declared
and distributed to its then shareholder in 2009. The second interim
dividend for 2009 of HK$45.12 per ordinary share of Telefield
Holdings Limited, totaling HK$18,500,000 was declared in 2009 and
subsequently paid in 2010.

16. EARNINGS PER SHARE

The calculation of basic earnings per share attributable to the owners of
the Company is based on the profit for the year attributable to the owners
of the Company of approximately HK$69,921,000 (2009: HK$76,216,000),
and on the assumption that 300,000,000 shares have been in issue
throughout both years, comprising 10,000 shares issued due to the
Group Reorganisation during the year ended 31 December 2010 and
299,990,000 shares to be issued pursuant to the Capitalisation Issue.

No diluted earnings per share are presented as the Company did not
have any dilutive potential ordinary shares during the two years.

For the purpose of these financial statements, the balance of the issued
capital shown in the consolidated statement of financial position as at 31
December 2010 and 2009 represents the share capital of the Company
immediately before the issue of 100,000,000 New Issue Shares in relation
to the initial public offering of the Company on the Stock Exchange and
before the issue of 299,990,000 shares pursuant to the Capitalisation Issue.

16.

@ BHEZZTE-ZTF+-A=1+—HL
FE - FZRRNRBBRESFHEAR
AL EM0.018B T ©

b) BT —ZF - Telefield Holdings
Limited A1 E R EE IR MRS ZF
—ZFFHR B AT L EARe2.44
BIT - A $£33,800,0008 7T °

ZZEZENF - H KM Telefield
Holdings Limited & ¥ i% 3 5 R &k
NZEENFFH R EERE R
36.5978 7T * A 511500000058 7T ° —
EZNF  BAER-ZEZLFH
HRR% 2 & f%Telefield Holdings Limited
T AR45.1278 7T + A 5118,500,00078
T HER B —ZERN -

BREF
AKAREEANERBRELRET TR
BAREEARARNAHEARE ABMETFDH
69,921,000/ L ( ZEZ L& © 76,216,000
BT RBIERNE—ZTER-ZTET
U F W B A JZ B %17 300,000,000 I A% 15
HE BEREE-_Z-ZTF+ A
—t+tBLrFEREEEAMEITH
10,0008 A% 10 AR & & AL BT EE 1 THY
299,990,000 A% 5

RZMEFEA - AR EEFEE
BELAR  MUERTESRETRR -

MHEHBHREME  RZE—ZTFER
—EENF+_A=1+—HB0EAE
AR RN E BITRABREEEE R
ARABREZE R AFEEmET
100,000,000R% #1317 % 10 AT AR & 2~1b
FE1T %417 299,990,0008% A&7 BT RIAR AN

PERERIZERER AT <2010 F 5§
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For the year ended 31 December 2010
BE—F—FFEf_H=1—HIFE
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17. FIXED ASSETS 17. EE&EE
Group REH
Plant,
machinery, Furniture
Land and Leasehold moulds and Motor
buildings  improvements and tools equipment vehicles
B
HeE o BAR
THhREF RIA AE o
HKS'000 HK$'000 0 HKS'000
T T BT
Cost or valuation BAR A
At 1 January 2009 R=EENG—F—-A 7,700 1,277 100783 7975 1,198 128933
Business combination (note 36(b)) ERABHE360) = = = 570 = 570
Additions BE = 1,303 14,231 1,057 212 16,803
Elimination of accumulated depreciation Rt E#H (308) - - - - (308)
Surplus on revaluation EXRY 2508 - - - - 2508
Disposals e - (7013) (20318) (2,054) - (29,385)
Disposal of subsidiary HERBAR - - (340) (100) = (440)
Exchange differences ERZR = = = (13) = (13)
At 31 December 2009 and RZEENF+-RA=1—H
1 January 2010 k=E-ZF-f—-H 9900 5,567 94,356 7435 1410 118,668
Additions BE - 2733 11872 1425 19 16,226
Elimination of accumulated depreciation Rt EH (39) = = = = (396)
Surplus on revaluation B 24% = = = = 24%
Disposals HE - - (25507) - (100) (2607)
Exchange differences ERER - 199 1913 81 25 2218
At 31 December 2010 W_E-FF+_A=1-H 12,000 8499 105,634 8941 1531 136,605
Accumulated depreciation RitE
At 1 January 2009 —“EZNE—R—H = 7,287 63,736 5842 395 77,260
Charge for the year EET&% 308 1280 8426 781 419 11214
Elimination on revaluation BftEHE (308) = = = - (308)
Written back on disposals HERM - (5962) (19,868) (1,239) - (27,065)
Disposal of subsidiary HEHBAR - - (112) (34) - (146)
At 31 December 2009 and RZEBNETZA=T—-H
1 January 2010 &:T TF-A-H - 2,605 52,182 5354 814 60,955
Charge for the year FENE 3% 1132 10483 783 36 13,120
Elimination on revaluation EHEH (39) = = = = (39)
Written back on disposals HERE - - (1728) - (25) (1753)
Exchange differences ERZZR - 71 1,181 90 13 1355
At 31 December 2010 RZZ-ZF+-A=1—H - 3808 62118 6227 1128 73,281
Carrying amount REE
At 31 December 2010 RZE-ZE+-A=+-H 12,000 4691 43516 2714 403 63324
At 31 December 2009 RZZENFTZA=1-H 9900 296 4174 2081 59% 57713
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For the year ended 31 December 2010
HE-F—FF+ A=+ AULFE

17. FIXED ASSETS (Continued) 17. lmﬁé(,ﬂ;)
The analysis of the cost or valuation at 31 December 2010 of the above LTEER=_ZE—ZTF+=-A=+—H
assets is as follows: BB AR (E S TJTZZIJT :

Plant,
machinery, Furniture
Land and Leasehold moulds and Motor
buildings improvements and tools equipment vehicles

B

g AR RE
1HRET HEIR RIR GRERRE i st
HK$'000 HKS000 HKS000 HKS000 HKS000 HKS000
TRT TRT TR TRT TRT TRT

At cost A - 8,499 105,634 8,941 1,531 124,605
At valuation fhE 12,000 - - - - 12,000
12,000 8,499 105,634 8,941 1,531 136,605
The analysis of the cost or valuation at 31 December 2009 of the above FHEER =TT F+_A=+—8
assets is as follows: RIS AHED T T
Plant,
machinery, Furniture
Land and Leasehold moulds and Motor
buildings  improvements and tools equipment vehicles
BE
HE  HR R
THREF ETRE RIE
HK$'000 HK$'000 HK$'000
TAT TEn BT
At cost AR = 5567 94,356 7435 1410 108,768
At valuation fhE 9,900 - - - - 9,900
9,900 5,567 94,356 7435 1410 118,668
The Group's land and buildings are situated in Hong Kong and are held REE T REFLANES - WLARH
under medium term leases. TMKFER °
The Group’s land and buildings were revalued at 31 December 2010 and B EXEABEMEERITERARRT
2009 on the open market value basis by reference to market evidence of SRS ES R (%f/% VERRAEELR
recent transactions for similar properties by DTZ Debenham Tie Leung EHUMESAZ 0™ i}%?ﬁf?é E:]
Limited and Colliers International (HK) Limited, an independent firm of HAEELTHEEFR_ZE—TFER=
professional valuers respectively. EENF+TA=T—HAMAHRME -
The carrying amount of land and buildings at 31 December 2010 would MRZZE—ZF+_HA=+—0 ti#xk
have been approximately HK$4,884,000 (2009: HK$5,218,000) had they BFREEL F48840008 T (ZEZ N
been stated at cost less accumulated depreciation and impairment losses. 152180008 7T) « KRBT ITE

KR ERBIZSIAR
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For the year ended 31 December 2010

HE-F—FF+-A=+—AUEE

18. INTANGIBLE ASSETS
Group

Cost
At 1 January 2009

Business combination
Exchange differences

At 31 December 2009 and
1 January 2010

Exchange differences

At 31 December 2010

Accumulated amortisation
and impairment losses

At 1 January 2009

Amortisation for the year
Exchange differences

At 31 December 2009 and
1 January 2010

Amortisation for the year

Impairment loss
Exchange differences

At 31 December 2010

Carrying amount

At 31 December 2010

At 31 December 2009

8. BILEE

AKE

Customer

License

Trademarks rights relationship Total
Az YT RE EEBE #st
HK$'000 HKS$'000 HKS$'000 HKS'000
T T BT BT
2%

—ETNF—HA—H - = = -
é%%“é?@? 16,013 21,361 17,289 54,663
ERER (397) = (89) (486)
S_BTNF

+-—A=+—HK

—E-TF—H—H 15,616 21,361 17,200 54,177
ERER (1,113) = (249) (1,362)
RZE—ZEF+_A

=+—H 14,503 21,361 16,951 52,815
RtBERBEBE
RZZEENF—HA—H = = = =
FEHH = 3,560 2,004 5,564
ERER - - ©) 3)

RZZEZTNF

+—A=+—8xK

—E-ETF—H—H = 3,560 2,001 5,561
F N = 4,598 2,825 7,423
B EE 123 = = 123
EHER - - @) 7)
R-E—ZEF+_A

=+—H 123 8,158 4819 13,100
BREE
RZE—ZF+=A

=+—H 14,380 13,203 12,132 39,715
RZBEZNF+=A

=+—H 15,616 17,801 15,199 48616
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B RS ER R MY

For the year ended 31 December 2010

HE

18.

19.

—FE+ = A=+ HIEE

INTANGIBLE ASSETS (Continued)

All the intangible assets above were acquired by the Group in business
combinations (note 36(b)) occurred in 2009.

The Group's trademarks protect the design and specification of the
Group's “TrekStor” trade logo, and were assessed to have indefinite useful
lives (Note 5(a)).

License rights represent the right to use the “RCA” trademark in trading of
certain manufactured business phones in the United States and Canada.
The amortisation period of the license rights is 4.8 years.

Customer relationship represents the future economic benefit to the
Group arising from regular contact between individual customer and the
business entity before business combination. The amortising period of
the customer relationship is 6 years.

The Group carried out reviews of the recoverable amount of its intangible
assets. The review led to the recognition of an impairment loss of
approximately HK$123,000 (2009: HKSNil) for trademarks that has been
recognised in profit or loss. The recoverable amount of the relevant assets
has been determined on the basis of their value in use. The discount rates
used in measuring value in use ranging from 18% to 21% (2009: 15% to
17%).

INVESTMENTS IN SUBSIDIARIES
Company

Unlisted investment, at cost

FEEMIE - A

8. MLEE (&)
LHAAEREEAAEER 2T

NEFEITERA G (FIRE360) EE -

RE B R IZREE [ TrekStor | IZ %5
MR &FHhE - ERERTHTE
HAMR (B5E5()) °

SHEREEEMINEARETE THE
T HAK G B B[ RCA I BEIZ )RR o
R I B B4 o

EFBREEXEBAMHAEATERE
BB RS B AR B E 4 R R R
N - FP RN EHIRF -

AEEGRENAEN KRB RELETE
B - EAEMABUEEREIZARERE
491230008 L (ZEFNF . TEL) -
WERIBRMER - HEEER UKD
HIREFEREEETE - BIETEFER
BEMNBEEZNT18%E21%( T L
B 15%E17% °)

19. RKTBRRIRE

The amount due from a subsidiary is unsecured, interest-free and has no
fixed terms of repayment.

b N
2010
—E-ZF
HK$'000
TERT
3,171
UM BARZEAERALEE B
EETENRE -

FEERIZERERA T <2010 FF 3R
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B RS ERAR BT EE

For the year ended 31 December 2010
AP T FF+_A=+—HIFE

19. INVESTMENTS IN SUBSIDIARIES (Continued) 19.

Particulars of the subsidiaries as at 31 December 2010 are as follows:

Place of incorporation/  Issued and
Name of subsidiary establishment paid up capital

WEAFER ML, R 3 ERTRAZRE

RTBATNIRE (&)
R-E—ZTF+-_A=+—HARFH
WEBARIFIBWT

Telefield Holdings Limited British Virgin Islands 410,000 ordinary shares of
('BVIY) USS1 each
RERLEE 4100008 FiXE{E1RTT
VLB
Aiko Products Limited Hong Kong 10,000 ordinary shares of
(Formerly known as &8 HK$1 each
Aiko Beauty Products Limited) 10,000/ B EE
YRERER R BT ERR
(I8 Alko Beauty Products
Limited])
Alagona Holdings Limited BV 1 ordinary share of US$1 each
RBRUEE IREREEIET
VE @ik
Bracciano Limited BV 1 ordinary share of US$1 each
RERUEE IREREEIET
VEBR
Circuit Development Limited Hong Kong 10,000 ordinary shares of
95 HKS1 each
10000 B X E{E
B TTEE B
Metro Creator Limited Hong Kong 10,000 ordinary shares of
REERAR] Bt HK$1 each
100008 FAx E{E
BT ERR

Percentage of
ownership interest/
voting power/
profit sharing Principal activities
EihRaRELR RE
B/ RERFNEIL FEER
Direct Indirect
BE A&
100% - Investment holding
REZR

- 100%  Trading of electrical
appliances, provision of
consultancy and agency
services

ERES  RUEERR
IR

= 100%  Investment holding
REZR

100%  Investment holding
REER

- 100%  Property investment

VESED

- 100%  Investment holding
REZR

m Telefield International (Holdings) Limited - Annual Report 2010
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For the year ended 31 December 2010
BE—F—FFEf_H=1—HIFE

19. INVESTMENTS IN SUBSIDIARIES (Continued) 19.

Particulars of the subsidiaries as at 31 December 2010 are as follows:

Place of incorporation/  Issued and
Name of subsidiary establishment paid up capital

WEARER MY b5 ERTRARRE

KB 2 RAERE (&)
R-Z—TF+-A=+—AKRDAN
B A RRBENT

Percentage of
ownership interest/
voting power/
profit sharing Principal activities

EiEEERER KRR
B/ AZRAEILE TEER

Direct Indirect

HE B}

Modern Channel Limited Hong Kong 10,000 ordinary shares of
BMBERAR BB HKS1 each
10,000 A E
1BTHERR
Sino Achieve Limited Hong Kong 5,000,000 ordinary shares of
REERAA B HKS1 each
5,000,000 B AR EE
BT ERR
Space Wisdom Limited BV 1 ordinary share of US$1 each
AR HERLES \kEBRAEE
1ETHERR
Telefield Limited Hong Kong 20,000,000 ordinary shares of
hEARAA BE HK$1 each and 5,000,000
non-voting deferred shares
of HK$1 each
20000000 BAREE 1T
)& AR &.5,0000000 5
REE BT R R
BRI

- 100% Inactive

TEXE

= 100%  Investment holding
and trading
REERRES

- 100%  Inactive

LEXEW

- 100%  Investment holding,
Electronic Manufacturing
Services for
telecommunications,
security, car electronics,
home appliances, other
consumer and industrial
electronic products
REER B 1%111
AEETER:

Hith /ﬁ%)ilﬁ %F
mAE FRUERT
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B RS ERAR BT EE

For the year ended 31 December 2010
BE-E—FF+-A=+—HILFE

19. INVESTMENTS IN SUBSIDIARIES (Continued) 19. RBARWNRE (&)
Particulars of the subsidiaries as at 31 December 2010 are as follows: R-ZE—ZBF+-_A=+—HARFH
MERRFENT
Percentage of
ownership interest/
Place of incorporation/  Issued and voting power/
Name of subsidiary establishment paid up capital profit sharing Principal activities
EhEREEES RE
HEA R AR MR B2 ERTRAZRE B/ RERFEAL TEEE
Direct Indirect
Hi %
Telefield Medical Devices Limited ~ Hong Kong 1,000 ordinary shares of - 100%  Inactive
RERERNARAR 90 HKS1 each EEER
1,000 B R EE
BRI EER
Telefield NA Inc. USA. Share capital of US$2,000,000 - 100%  Trading of business
ESE] AR %2,000,000 telephone system
e HEXERZTES
Telefield TrekStor S.ar. Luxembourg 200 registered shares of - 51%  Investment holding and
BirE EUR125 each sub-licensing of
200AR B ARE(E 1258 T trademark
EoEalilG) REAERRERE
RAFATE
Telefield Universal Limited Hong Kong 15,600,000 ordinary shares of - 100%  Investment holding and
(Formerly known as Good A HKS1 each trading
Creation International Limited) 15,600,000 FRX A E REERR
ERNAERAR TBTEE R g5
(RITEAI BB AR A A])
TrekStor GmbH (Formerly known — Germany Share capital of EUR25,000 - 51%  Assembling, marketing and
as Mainsee 646. W GmbH) = AR AR 25,00084 7T distribution of "TrekStor"
TrekStor GmbH( Bl fEMainsee branded products such
646. W GmbH) as portable storage

110

devices and multimedia
products

A% BN
[ TrekStor | ARiEEm *
NEEAFREENS
EEEm
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19. INVESTMENTS IN SUBSIDIARIES (Continued) 19.

Particulars of the subsidiaries as at 31 December 2010 are as follows:

Place of incorporation/  Issued and
Name of subsidiary establishment paid up capital

WEARER AR B B ERTRARRE

TrekStor Limited Hong Kong 100 ordinary shares of
(Formerly known as A5 HKS1 each
Century Joiner Limited) 100 EARE (B
TrekStor Limited (RIFERERR BT E B
NGI))
BEREEE (R BRAR PRC Registered capital of
Aiko Beauty (Shenzhen) Limited 1 HK$1,000,000
(Note) (H1i2) FERAR 1,000,000 7T
EMNPEEFERAR PRC Registered capital of
Huizhou Telefield Limited s HK$15,000,000
(Note) (H3F) R 15,000,000/ 7T
BNHEEFERA PRC Registered capital of
Guangzhou Teleﬂeld Limited s US$7,060,000
(Note) (Hi2) AR 7,060,000 7T
Note:

English names for identification purpose.

_:._—I L -]_

KB 2 RAERE (&)
R-Z—TF+-A=+—AKRDAN
B A RRBENT

Percentage of
ownership interest/
voting power/
profit sharing

EiEEERER KRR
B/ RERNEM L

Direct Indirect

HE

= 51%
= 100%
= 100%
= 100%
Bt -
Ryt e

Principal activities

FREH

Holding of trademark and
intellectual property,
licensing of trademark

RABIR  MREE -
ARG RIE

Trading of appliances
ERES

Manufacture and sale of
telecommunications
and other products

Bk EMERNRER
HE

Manufacture of
telecommunications
and other products

BARAbER
SERHE

FEERIZERERA T <2010 FF 3R
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For the year ended 31 December 2010
BE-T—FFI A=+ —AILEE

20. AVAILABLE-FOR-SALE FINANCIAL ASSETS 20. AMEHESEMERE
Group REE

2010 2009

—E2—=F —ETNE

HK$'000 HK$'000

FExT FAET

Unlisted equity securities, at cost JE EHIRARE S » AN 4,340 4,340
Less: Impairment loss B OREREE (4,340) (4,340)
At 31 December 2010, the Group has 11.46% (2009: 11.46%) equity RZZE—ZTF+H=+—8 ' r&E
interest in Ades Technology Limited which is a private limited company BABEREBRATAI 46%AHE (=
incorporated in Hong Kong. TENF - 1146%) * ZABE—RKRE

BEMAZWFLABRAF]

At 31 December 2010, the Group has 2.10% (2009: 2.10%) equity interest RZZE—ZFF+_A=+—08 ' £5&H
in Touch Media International Holdings, which is a private company #E B Touch Media International Holdings 2.10%
incorporated in the Cayman Islands. ZETNF - 210%) I8 - AR R

RKNFASHSEMKZOLART -

21. INVENTORIES 21. &

Group rEE
2010 2009
—B-2F —ETNF
HK$'000 HKS'000
FHET T
Raw materials B R 60,743 51,535
Work in progress ES g 15,167 14,077
Finished goods R 54,182 39,153
Goods in transit FEEM 21,770 8,041
151,862 112,806

112
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For the year ended 31 December 2010
BE-F—FEf A=A

22. TRADE RECEIVABLES
The Group's trading terms with customers are mainly on credit. During
the year, the credit terms generally range from 30 to 180 days. Each
customer has a maximum credit limit. For new customers, payment in
advance is normally required. The Group seeks to maintain strict control
over its outstanding receivables. Overdue balances are reviewed regularly
by the directors.

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

0 to 90 days 02 90K

91 to 180 days 91&2180K
181 to 365 days 181F365K
Over 365 days 365K A E

22, EWE ZERM

AREFEEZFIENEEFRENTE
B o RNERN - BN TF30XKE180
X - BHRBEFPHUAERSEERTE - FR
F—RABMNZRE - KREBROHE &K
U [l FE U SR IB 4 1R BRAR BEHE - EE T
=M

AEERER AN EKE SRRk

BB REOMMT

2010 2009
—B-%F —TTNF
HK$'000 HK$'000
Tz TAT
148,023 157,438
4,057 1,202
2,198 -

60 -
154,338 158,640

Reconciliation of allowance for trade receivables during the year is set out

below:

At 1 January m—H—H
Allowance for the year FEREHE

Reversal B[]

At 31 December R+—_A=+—H

RE R EUE 5 3R ) S ARSI 40

T
2010 2009
—g-®F —TTAF
HK$’000 HKS$'000
TExT FAET
2,892 2,653
3,174 462
(204) (223)
5,862 2,892

FEERIZERERA T <2010 FF 3R
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For the year ended 31 December 2010
BE-F—FE{ A=+ —AIHEE

22. TRADE RECEIVABLES (Continued)
As at 31 December 2010, trade receivables of approximately
HK$44,400,000 (2009: HK$23,894,000) were past due but not impaired.
These relate to a number of independent customers for whom there is no
recent history of default. An aging analysis of these trade receivables is as

22, BEWWE SR (&)
MW_EBE-—TFE+-A=+—H EKZ
5 BR 3 #44,4000008 L ( ZEZENF ¢
23,894,000/ 7T ) B B3R AT - B I R IA
B - ZEREEBEBLIRFPEH - %

follows: FREWE ZERFTAERE TR
2010 2009
—E-EF —ETNF
HK$’000 HK$'000
FET T
Up to 3 months =@AA 40,884 22,750
Over 3 months ={EAUE 3,516 1,144
44,400 23,894

AEEEWE ZRAERMEN TIEE

The carrying amounts of the Group’s trade receivables are denominated

114

in the following currencies: (A
2010 2009
—E-TF —TTNF
HK$’000 HKS$'000
THET THTT
United States dollar =T 148,465 134,514
Hong Kong dollar BIT 36 44
Renminbi AR 2,334 2,843
Euro BT 3,052 19,860
Others Hth 451 1,379
Total fmEt 154,338 158,640
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23. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

Group

Prepayments
Deposits

Factoring receivables from bank
Purchase deposits
Other receivables

23. ANHE » BERAEMERRKIA

AEE
2010 2009
—E-EF —ZTTAE
HK$’000 HK$'000
FET T
TR 3008 2,161 2,990
A 3,053 5,138
FER BB BRI TRIE 17,984 -
BEEe 10,150 2,304
H b Uk IR 6,982 1,842
40,330 12,274

24. DERIVATIVE INSTRUMENTS
Group

At fair value
Currency option — assets
Forward contracts - liabilities

24. fTHET R

rEE
2010
—E-BF
HK$’000
FHET
BAFE
B - EE 2,361
RIS —BafE 154

2009
—ETNF

HK$'000
AT

The Group utilises the currency option and forward contracts to mitigate
currency exposure of loan to subsidiary and purchases of raw materials

R BN E B HIE KR B A KRR
MEBARERRRMHHREAEENE

denominated in foreign currencies. These instruments enabled the Group EEkE ZETLERERASEREET

to have short position in Euro (“EUR") and long position in United States
dollar ("USD"). The contract amounts of the option and forward contracts

are EUR3,000,000 and EUR1,028,444 respectively.

JG ©

KERETHR - BERRBEHNER
% %8 9 Bl 43,000,000 B 7T K2 1,028,444 B

PEERIZERERAE <2010 FF 3R
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For the year ended 31 December 2010
BE-F—FF A=+ —AILFE

24. DERIVATIVE INSTRUMENTS (Continued)

Group (Continued)

At 31 December 2010, the fair values of the Group's currency option
and forward contracts are estimated to be approximately HK$2,361,000
and negative of HK$154,000 respectively. The Group did not have any
derivative instruments as at 31 December 2009. The fair values of the
Group's currency option and forward contracts are estimated using
Black-Scholes Options Pricing Model and Discounted Cash Flow Method
respectively and are based on the valuation performed by Grant Sherman
Appraisal Limited, an independent firm of professional valuer. The key
assumptions used are as follows:

Currency option

24, TETRE(ME)

REBE(E)
R-ZE—ZTFE+-_F=+—H  &~&EH
EEEIENMRA N AT EMBT DB
£$2,361,0007%8 7T & 8 1540008 7T © A%
BER-_ZETNE+-_A=+—HILEE
AISTET R - AEMEEEELERHE
HAFESBIFIBA DT — TR
EEEARB SR AMGT  HEE
BB EEGEMITPETHARAR
EITHEE - TAEE/mET

Spot exchange rate (EUR/USD) REEX (BT, %7T)
Strike exchange rate (EUR/USD) e ER (BT, %T)
Expected volatility TEERR g

Time to expiration IENGLEE]

EUR risk free rate B T A L B 1

USD risk free rate T 4R R i A6 =

1.34 =

1.44 =

14.58% =

0.011 yearsF -
0.68% =

0.26% =

Forward contracts

Strike exchange rate (EUR/USD) WEER (BT, 3T)
Time to expiration i o Py

EUR risk free rate BT A L B 1 2

USD risk free rate I T B g A 2R

1.32 =
0.049-0.085 =
yearstF
0.68% =
0.26% =
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BE—F—FFL-_A=1—HIFE

Afﬂj-q

2009
—ETNF

HK$'000
TAET

15

25. AMOUNT DUE FROM A RELATED COMPANY 25. BIEE X FRIE
Group rEE
2010
—E—=F
HK$’000
FET
Due from a related company FEURFEE A T IB —
Amount due from a related company disclosed pursuant to section 161B FENS 78 iE R A
of the Hong Kong Companies Ordinance is as follows: 161BIEIEFE LN T

Vita Health Enterprise Limited

Balance at
1January
2010

Name of directors having
beneficial interest

R=2—
—R—BI&RR
HK$'000
TAT

e
BEESEROEENS S

Mr. Cheng Han Ngok Steve
Bt E

Mr. Lee Kai Bon
FUATE

Mr. Ng Kim Yuen

;Q{ /\/ﬁ?ﬁ/_:E
Madam Fok Pui Yin

EMEZL 15

Maximum
amount
outstanding
during the year
REE
LEIN{E]:
BEEH
HK$'000

THETT

mﬁﬂﬁ§%QT1H

Balance at

31 December
2010
R-ZE—Z=F

+=B=+—H

Ky AR ER
HK$'000
THAT

15

The amount due from a related company is unsecured, interest-free and FE Y
has no specific repayment terms.

BEATS
#

FOEVSEES R

EHSYSE::

PEERIZERERAE <2010 FF 3R



Notes to the Financial Statements

B RS AR BT EE
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BE-F—FE{ A=+ —AIHEE

26. BANK AND CASH BALANCES

The Group's cash and cash equivalents are as follows:

Cash on hand
Cash at bank

FHRAD
RITHE

Cash and cash equivalents in the consolidated R4FERERERNRE K

statement of cash flows

ReEED

26. IRITRASEHR
AEBRSRASSEYMT :

2010 2009
—g-%F  —TINF
HK$'000 HK$'000
TR Tt
227 207

58,686 68,415
58,913 68,622

The Group's bank and cash balances are denominated in the following

currencies:

United States dollar =TT
Hong Kong dollar BIT
Renminbi AR
Euro BT
Others HoAh

REBATHEEINENRITRINGHE

7
2010 2009
-5 —TEINF
HK$'000 HK$'000
TFEIT FAT
27,791 40,392
18,741 21,202
7,579 4,604
4,798 2419
4 5
58,913 68,622

Conversion of Renminbi into foreign currencies is subject to the PRC's
Foreign Exchange Control Regulations and Administration of Settlement,
Sale and Payment of Foreign Exchange Regulations.

118

ARE R B RINEZ R BISNEE H {551
N AEIE - EERNEEIRREMR
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BE-F—FEf A=A

27. TRADE PAYABLES

The Group's aging analysis of trade payables, based on invoice date, is as

follows:

0 to 90 days

91 to 180 days
181 to 365 days
Over 365 days

27. ERHEZRM
AEBREZRHMEMNE ZEREFER

DTN
2010 2009
—2-8F  —ITTNAF
HK$’000 HK$'000
FHxT FHBT
0ZE 90K 111,062 103,744
91% 180K 1,915 2,577
1812365K 771 -
365K 1,565 795
115,313 107,116

The carrying amounts of the Group’s trade payables are denominated in

the following currencies:

United States dollar
Hong Kong dollar
Renminbi

Euro
Others

Total

7tk B T 5B U B e 5 B

BREENT :
2010 2009
—E-FF —ETNF
HK$’000 HK$'000
FET T
ETT 34,467 37,218
BT 66,114 59,148
AR 12,292 9,563
BT 2,439 1,185
Hih 1 2
FE 115,313 107,116

PEERIZERERAT 2010 FF 3R m
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BE-F—FE{ A=+ —AIHEE

28. ACCRUALS AND OTHER PAYABLES
Group

Accrued salaries

Accrued expenses
Customer deposits and receipts in advance
Other payables

28. HIRE AR Eb BN RE

AEE
2010 2009
—E-ZF —ZTTNF
HK$’000 HK$'000
FET T
TEIRHE & 70,867 58,407
TEIEF 2 21,743 13,769
BEEe MIAWKFRIE 7,650 7,620
H b e F0R 7,417 23,556
107,677 103,352

29. AMOUNT DUE TO A SHAREHOLDER
Group

Due to Dragon Fortune

29. ETIREFIE
REH

2010
=

HK$’000
TET

FEfBES IR -

2009
—ETNF
HKS$'000
FHET

18,255

The amount due to Dragon Fortune is unsecured, interest-free and has no

fixed terms of repayment.

30. BANK BORROWINGS
Group

Bank loans

Import/export loans

ERH

30. IRITIEE

FEEERAREER 2 RERETE

AEE
2010 2009
—E-BF —ETNF
HK$’000 HK$'000
FHT T
IRITE 38,224 16,146
HEHOBERK 24,389 12,445
62,613 28,591
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30. BANK BORROWINGS (Continued) 30. RITEEGHE)
The carrying amounts of the Group's borrowings are denominated in the AEBUA TN EBTENEEREE
following currencies:

Hong Kong United States
dollar dollar Euro Total

BT E BT Mt

HK$'000 HK$000 HK$’000 HK$’000
TET TET TET TET

At 31 December 2010 R=-E—ZF+=H

=+—H
Bank loans RITER 20,671 - 17,553 38,224
Import/export loans EHOBER 17,026 7,363 - 24,389

37,697 7,363 17,553 62,613

Hong Kong  United States

dollar dollar Euro Total
PSTT ETT BT #Et
HK$'000 HK$'000 HK$'000 HK$'000
T T FHT FAT
At 31 December 2009 R-BZEAF+Z=A
ETr=[E
Bank loans BITEN 16,146 - - 16,146
Import/export loans EHEOER 6,923 5,522 - 12,445
23,069 5,522 - 28,591
The average interest rates at the 31 December were as follows: M+ A=+—A8FEMERAT :

Bank loans RITER 2.9% 3.1%
Import/export loans EHOER 2.8% 2.8%
All bank borrowings are arranged at floating rates, thus exposing the FIBERITEEARZE  FASEEY

Group to cash flow interest rate risk. W mE AR o

FEERIZERERA T <2010 FF 3R
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30. BANK BORROWINGS (Continued)

As at 31 December 2010 and 2009, the Group’s bank borrowings were
secured by the followings:

(i) Corporate guarantee of Telefield Holdings Limited;

(i) Corporate guarantee of Telefield Limited and Telefield Medical
Devices Limited as at 31 December 2010;

(i) Personal guarantee of a director of the Group; and

(iv)  Government guarantee of the Hong Kong Special Administrative
Region up to HK$7.2 million.

31. PRODUCT WARRANTY PROVISION

The movement in the Group’s product warranty provision are analysed as

follows:

30.

31.

RITEE(E)
RZE—ZFER_FTTNLF+ A
—+t—8 AEEETEEATIEE
{EIRAR

(i)  Telefield Holdings Limited AJ A &) 4&
1R

(i) PEERIFLTEEESNAER
ARR-_F-FTF+-A=+—H
H D RHER

(i) AEE-ZEBENEALR R

vy EBBNITHRERFERES
7,200,000/ 7T ©

EmRARE
AEBERRBEBEGITHT :

At 1 January R—HA—H

Provision arising from business combinations — ¥7&& G A H B
(note 36(b)) (Hiat36(b))

Provision used EBAEE

Unused provision reversed Bl R E) R

Additional provision RHIME

Exchange differences ERER

At 31 December R+=ZA=+—H

2010
—g-2F :

HK$’000 HK$'000
FHBT BT
12,968 12,836
- 8,149
(11,004) (16,709)
(695) (4,276)
12,378 13,087
(292) (119)
13,355 12,968

The Group has committed to repurchase its products from or offer
replacement of its products to certain distributors when these distributors
receive returned goods from unsatisfied ultimate consumers. Such kind
of provision for product warranties granted by the Group are recognised
based on past experience of level of repairs and returns, discounted to
their present value as appropriate.

BEETHHEBE TRKEPIRIESR
B AEEAGERZED HEEELER
HEBREM - ARBERBHZBERR
REERIERERELREKFRBELR
HER - WIrREHREER) -
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32. FINANCIAL LIABILITIES AT FAIR VALUE THROUGH 32. BAFEF ABENLHERE
PROFIT OR LOSS

In 2009, the Group acquired two businesses as set out in note 36(b) to NSRRI 360 TS - T
the financial statements. Part of the considerations were contingent NF > REBWEMEER - SHRE
considerations and had been valued at fair value upon completion of BERARE  REaWETHEIRAE
respective acquisitions. Details of the contingent considerations are as BEEITHE - HAREBRFEET -
follows:

Licensed Brand Own Brand
Business Business Total
SRR B RmhEER et
HK$'000 HKS$'000 HKS'000
T T T
Upon acquisition, at fair value RYHEE - B ATE 29,295 1,988 31,283
Settlement during the period REARTSE (4,774) - (4,774)
Change of fair value I NS =
during the period 711 - 711
Exchange differences ERER = (49) (49)
At 31 December 2009 RZZETNF+A
== 25,232 1,939 27,171
Settlement during the year RERNBE (4,637) - (4,637)
Change of fair value during the year A A (EES) 1,738 1,958 3,696
Exchange differences EHER = (139) (139)
At 31 December 2010 R-E—ZTF+—H4
=—E 22,333 3,758 26,091
At 31 December 2010 R-E—ZTF+—H4
=+—H
Current liabilities ik 2=V 8321 = 8321
Non-current liabilities EREAaE 14,012 3,758 17,770
22,333 3,758 26,091
At 31 December 2009 R-ZEBEZNF+—HA
==
Current liabilities mHAaG 5,692 = 5,692
Non-current liabilities IERBEEE 19,540 1,939 21,479
25,232 1,939 27,171

PEERIZERERAE <2010 FF 3R
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For the year ended 31 December 2010
BE-F—FF A=+ —AILFE

R2.BAFEFABRENEHES

32. FINANCIAL LIABILITIES AT FAIR VALUE THROUGH

PROFIT OR LOSS (Continued)

The contingent consideration for Licensed Brand Business is based on
certain percentage of net sales of Telefield NA Inc. for the calendar year
2009 to 2013 with annual minimum guaranteed amounts increased
progressively throughout the five calendar years.

The contingent consideration for Own Brand Business is based on 20% of
accumulated consolidated taxable profit of TrekStor GmbH and TrekStor
Limited for the five years after acquisition or 10% of yearly consolidated
taxable profit of TrekStor GmbH and TrekStor Limited for the five years
after acquisition, whichever is higher. The total contingent consideration
for Own Brand Business is capped at EUR500,000.

The fair values of both contingent considerations at dates of acquisition,
31 December 2009 and 31 December 2010 are based on valuation results
of Grant Sherman Appraisal Limited, an independent firm of professional
valuer. The discount rates used in the valuations of the branded business

(&)
BTREEBRAREBIRE-_ZZTA
FE T —ZFFEFTelefield NA IncIHE
FHEATEOWHE  HFEHEER
SRR A AR FNEE -

BRXMEBEBAARELREBEKER
A 4 TrekStor GmbH & TrekStor Limited 2
FHRE EREDE MM 200 WEER B F
TrekStor GmbH X TrekStor Limited &F [ 47
BERTEFA10%(AREEA%E)
He- BRMEBEBIAREBELRA
500,00088 7T °

MERELARERRERY  —FF
NF+=A=+-BR-F-BF+=
A=+— AT ESRBT SR HE
1T R R R R D A O A R

E o bR MERMARITERMT

were as follows:

At date of

2010 acquisitions

—EB-FF ST NF kg B &

HK$'000 HKS'000 HK$'000

F#ET FAIT FHIT

Licensed Brand Business FFET AR T 5.0% 5.0% 5.0%
Own Brand Business EERIEE S S 2.7% 3.8% 3.8%
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BE—F—FFEf_H=1—HIFE

33. DEFERRED TAX 33, IEIERIE

Group RE
Accelerated  Valuationof  Valuationof  Revaluation
tax intangible contingent  of land and
depreciation assets  consideration buildings Others Total
Tk
MBHBFE BYEEME IAREMRE BFEMR Hfth @zt
HK$'000 HK$'000 HKS'000 HKS'000 HKS'000 HKS'000
e TAR TAR TER TR TR
At 1 January 2009 RZZTNF-A—R (1923) = = = = (1,923)
Business combination (note36(6)  ERAGHHiE36b) - (17.29) 11286 - 831 (5179
Credit/(charge) to profit or loss FEBRPIIANE/
for the year (note 11) (BR)(fr211)
- origination and reversal of — PR E R R R
temporary differences (137) 2,158 (1,108) - (489) 424
Exchange differences ERER = 89 - - - 8
At 31 December 2009 and RZZENE+ZA
1 January 2010 =+-AR-E-TF
—-A-A (2,060) (15,049) 10,178 = 342 (6,589)
Credit/(charge) to profit or loss EEBETI AN/
for the year (note 11) (BR)(fr211)
- origination and reversal of — PR E R R R
temporary differences 37 2810 (2970) - 140 17
Charge to equity for the year FEERPIABRA - - = (868) = (868)
Exchange differences ELER - 250 - _ _ 250
At31 December 2010 RZE-ZF
+ZA=1+-H (2023) (11989) 7,208 (868) 48) (7,190)

The following is the analysis of the deferred tax balances for consolidated

statement of financial position purposes:

AT REhER G M ISR R IR E B IR 45

FROMT -

2010 2009

—E-FF —ETNF

HK$’000 HKS'000

FET T

Deferred tax assets R IR A 2 7,690 10,520
Deferred tax liabilities R IBEE (14,880) (17,109)
(7,190) (6,589)

PEERIZERERAE <2010 FF 3R
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For the year ended 31 December 2010
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33. DEFERRED TAX (Continued)
Group (Continued)

At 31 December 2010, the Group has unused tax losses of approximately
HKS$46.8 million (2009: HKS$14.0 million) from some of its subsidiaries
available for offset against future profits in these subsidiaries. No deferred
tax asset in relation to unused tax losses has been recognised due to the
unpredictability of future profit streams. Included in unrecognised tax
losses are losses of approximately HK$3.1 million (2009: HK$5.0 million)
that will expire before 2015. Other tax losses may be carried forward

indefinitely.

Temporary differences arising in connection with interests in subsidiaries

are insignificant.

34. SHARE CAPITAL
Company

Authorised:

Ordinary shares of HK$0.01 each

At 1 January 2010

Upon incorporation (note (a))

Increase in authorised share capital of
HKS$0.01 each (note (c))

At 31 December 2010

Issued and fully paid:

Ordinary shares of HK$0.01 each

At 1 January 2010

Upon incorporation (note (a))

Issue of shares (note (b))

Issue of shares — share swap (note (d))

Issued share capital at 31 December 2010

Capitalisation issue (note (e))

Pro forma share capital at 31 December 2010

Notes to the Financial Statements

33. IEERHIE(HE)
REE(E)

RZE—ZF+=ZA=+—H " &%
EeETHEARESASAKEE
18 #9 5 46,300,000 7 T (
14,000,000 7C) + AT ARIBIIZEN B
RNEIARIEF o R RBETERR I EF)
R MU BEEREBAS AR IEE
BRECHBEEE - AERHEFBIE

ThE -

BEER-_ZE—RAFAEMmNEIEY
3,100,00078 7T (ZZZ L4 : 5,000,000/
JC) o B EIB AR A ER HASEE -

ERE
HRREE0E T E B
R=—E—FF—H—H
IR SLRE (f 22 )
FIEZ R EE0EITA
EERA (B3 ()

R-B—FHET-A=+—H

EETRAR :
FREE0E LT B
R—_ZE—ZF—HF—H
FEMRA S B (A 22 (@)

A& EE1T (B2 )

A& 15 31 TR A AR (K 72 ()

W=F-FF+=A=+—H
BT
ARICET (AT E)

R-ZE—ZEF+-_A=+—H
HERAR

Number of
shares

R

HEARREAENERERY TS
j(o

34, R4
b NN

Amount
+5
HK$'000
FAET

38,000,000 380
9,962,000,000 99,620
10,000,000,000 100,000
1 _

99 =

9,900 =

10,000 =
299,990,000 3,000
300,000,000 3,000

Telefield International (Holdings) Limited - Annual Report 2010
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For the year ended 31 December 2010
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34. SHARE CAPITAL (Continued)
Company (Continued)
The Company was incorporated in the Cayman Islands on 18 May 2010
and therefore there was no issued share capital as at 31 December 2009.

Notes:

(@)  The Company was incorporated in the Cayman Islands on 18 May 2010 with an
authorised share capital of HK$380,000 divided into 38,000,000 at par of HK$0.01
each. Upon incorporation, 1 share was alloted and issued at fully paid to the initial
subscriber on 18 May 2010.

(b)  On 18 May 2010, 99 shares with the par value of HK$0.01 were alloted and issued
at nil paid to a shareholder. On 12 August 2010, the shareholder transferred
100 shares, of which one share is fully paid and 99 shares are nil paid, to Dragon
Fortune.

() Pursuant to the written resolution of shareholders of the Company passed on
31 December 2010, the Company’s authorised share capital was increased from
HK$380,000 to HK$100,000,000 by the creation of an additional 9,962,000,000
shares of HK$0.01 each.

(d)  On 31 December 2010, in consideration of the transfer by Dragon Fortune to
the Company of the entire interests in Telefield Holdings Limited, an additional
9,900 shares of HK$0.01 each were allotted and issued by the Company at par,
credited as fully paid: as to the shareholders, directors and senior management;
and credited as fully paid the 99 nil paid shares transferred to Dragon Fortune as
referred to in note (c) above.

(e) Conditional on the share premium account being credited as a result of new
shares issued to the public in connection with the Company's initial public
offering as detailed in (f) below, the directors were authorised to capitalise
HK$2,999,900 standing to the credit of the share premium account of the
Company by applying such sum in paying up in full at par 299,990,000 shares for
allotment and issue to shareholder(s) whose name(s) appeared on the register of
members of the Company at the close of business on 31 December 2010 to its/
their then existing shareholdings in the Company and so that the shares to be
allotted and issued pursuant to this resolution shall rank pari passu in all respects
with the then existing issued shares.

) In connection with the Company's initial public offering, 100,000,000 shares
of HK$0.01 each were issued at a price of HK$1.2 per share for a total cash
consideration, before listing expenses, of HK$ 120 million. Dealings of these shares
on the Stock Exchange commenced on 27 January 2011.

(@) Pursuant to the Global Offering and Over-allotment Option referred to in the
Company’s Prospectus dated 14 January 2011, the Company granted an option
to the Sole Bookrunner and Sponsor, exercisable by China Merchants Securities
(HK) Co,, Ltd. (“China Merchants”), whereby the Company was required to allot
and issue up to 15,000,000 additional shares to cover any over-allocation in the
global offering. The exercise price per share for the Over-allotment Option is
HK$1.2. On 18 February 2011, the Over-allotment Option was partially exercised
and, as a result, the Company issued 11,714,000 additional shares.

34, BRA (&)
AT (&)
ARAR-_E—TERAT+N\BERS
BESMRY B E-_TTNE
+ A=+ B ED TR o

Hrat -

@ ARER_ZE—ZFRA+N\AEHREH
SrEfAk - A ERRAR A380,0008 7T+ 9 A
38,000,000% F X EE0.01 B TTHIAR D » =
T-TFRATN\BEMELR - —RE
BRMEERBFITTVIZREA -

by R=ZF—ZFRA+/\B - 9REKRAEE
00TBTTARBRABOIBERFEITT &
BR -R=ZT—FFNA+=A ZKRE
ARE L EE 1 00RR AR - EP — AR
0+ MR BARBRR G °

© WBEARABRRERZ=ZZ—Z=F+=A
= +t—HEBANEMAZRR  AAAHE
8 5% %8 51 9,962,000,000 f% &F A% E 1B 0.01 78
TR D+ HEYE TE IR AN R 380,000 TT G =
100,000,000 7T °

d ZZE—ZF+_A=+—H0 ' EEZRELRQ
A ETelefield Holdings Limited 2 Z#E %S -
REARDAIRAERNRRE EFRER
B A BB M ETERIN,000 X ABRSIME
BRI - WiR E T (o Frat e 2
EOMARHR A ABRS IVER R IR D -

© FERTXOFMAARERAABEERR
BATEITHRG AR RRDEER
AR - BEEZBAQ ARG SERE
BREE492,999000/ 8 T T EA « WIZEE
BRANR-_Z—ZF+_A=1+—HE%
BRI AR 2 YA D R R B MR R IZ
B EERRANR R AR R I B3 R 31T
#9299,990,000% A& 1 - [l i P Bic 3 R & 1T
ggg%ﬁ@ﬁ@%ﬁe%ﬁ%%ﬁﬂﬁ

 BARBREHXABMBFEEMS + 100,000,000
RERMECOEITERER 1 2ETHE
TEEAT - LIRS REFNRR EMFEXAND A
120,000,000/ 7T © ZERMNR T ——F
— A=+t HEBRIFRAKREE -

@ MBEARRR-_T——F—F+0MAE T
BRERATM A 2 EREEE KB IAE -
AARABREEEEARREA  BE
BHEB)ERAR([BEESRDELRE
BEHE - BRI - ANRRIBBINLE REITR
%15,000000f% B 15+ LA R 2 EREEH
BESE - BERREERNITEER 2
BIL e RZT——F_A+N\RH ' BHHE
BRERESEITE - ML ARAR B BT
11,714,000A% 28 SN 15 ©
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34. SHARE CAPITAL (Continued)

Company (Continued)

The Group's objectives when managing capital are to safeguard the
Group's ability to continue as a going concern and to maximise the return
to the shareholders through the optimisation of the debt and equity
balance. The Group's overall strategy remains unchanged from prior year.

The Group sets the amount of capital in proportion to risk. The Group
manages the capital structure and makes adjustments to it in the light
of changes in economic conditions and the risk characteristics of the
underlying assets. In order to maintain or adjust the capital structure, the
Group may adjust the payment of dividends, issue new shares, buy-back
shares, raise new debts, redeem existing debts or sell assets to reduce
debts.

The Group monitors capital on the basis of the debt-to-adjusted capital
ratio. This ratio is calculated as net debt divided by adjusted capital. Net
debt is calculated as total debts (i.e. bank borrowings) less cash and cash
equivalents. Adjusted capital comprises all components of equity (i.e.
share capital, share premium, non-controlling interests, retained profits
and other reserves).

The Group's strategy was to maintain debt-to adjusted capital ratio at the
lowest as possible, in order to secure access to finance at a reasonable
cost. The debt-to-adjusted capital ratio at the 31 December 2010 and
2009 was as follows:

34, RA (%)
AT (E)

AEEEREANE IR EHELEERN
FEKERN  TRBEBCEERER
RERR - RINREREAE R - REBEE
e F—FEW RN -

AEBERRRLOIEEERSE - A%
1] [ A R AR 0 O 2 B % A R 8 O R
BRIFEEREAEBUIFLAR - BT
ﬁ%i%%ﬁ$%%*$%§ﬂﬁ%%

SR - BITHR - BRI - B
F BEBRAERKMEEENRE -

AEERBEFAEHBER L RER
B - B RERHBEEA L RAERF
BIRARREEBER - @R FESEHR
BOAVRTER) RS MRS EEY -
AR ENBIRPTE s AR (B

B~ B0 (8 - SRS - BN
o M E b ER) o

ZRER B O SRS R 2R B A I KR A B AR
W§$%T’M@E 32 XA RS B

B -R_ZT-ZEFER_TTNF+_H
=+ REFEERBEARLLRMT

Debt-to-adjusted capital ratio

2.1% N/A

The Group's cash and cash equivalents at 31 December 2009 were in
excess of the bank borrowings, as a result, no debt-to-adjusted capital
ratio was presented.

During the year 2009 and 2010, the bankers of the Group which provide
the bank borrowings (note 30) have certain capital requirements as set
out below:

(i)  maintaining the net gearing ratio of consolidated financial
statements of Telefield Limited at or below 1.0 for the year ended 31
December 2009;

(i) maintaining consolidated tangible net worth of Telefield Limited at
or above HK$20 million for the years ended 31 December 2010 and
2009; and

(i) maintaining management dividend payout ratio of Telefield Limited
at or below 0.5 for the year ended 31 December 2009.

R-TENF+-A=+—0  £%H
MRS RS SEBYRARTEE &
Ut 36 4 2 51| 75 BT BB A AR LK o

R-BENFR-Z—TF  WAEE
PRERATIEE (T 3E30) IRTA T A%
TERHRE

() BE-_ZETAF+_-_A=+—HIt
FE - PEBRARGERZAUE
i&%i@rﬁ?ﬁfﬂb%@ﬁkuT ;

iy BE_ZE—ZEFR_ZFTNF+=
A=+—HIEHE  #E2/R A7
HeIFET A B E EFE R 20,000,000
BILEA L &

iy HE_ZEFNF+_A=+—H1F
FE o REFRATEFEERE
IREBEROSEIAT ©
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35. RESERVES
(a) Group
The amounts of the Group's reserves and the movements therein
are presented in the consolidated statement of comprehensive
income and consolidated statement of changes in equity.

(b) Company

Merger reserve
(note)

& B (BYEE)

35, {#&

(a) &=&H
FAEEARECEREEPHNEL S
HRERIGEEEGEHRRNE
5| o

(b) AT

Retained
profits Total
EREANES At
HK$'000 HK$'000
i Tt

HK$'000
TAT

Avrising from group reorganisation B 5% B E#HE 4+ 3,171 = 3,171
Profit for the period from 18 May —ZE—ZFFH 5
0 (date of incorporation) to 1+ /\ B (Gl Z
31 December 2010 HH)ZE=ZF
—Z5+=A
=+—BHRERA - 7,898 7,898
At 31 December 2010 RZE—ZF+A
=—f 3,171 7,898 11,069
Note: Kt

Merger reserve represents the difference between the nominal value of the shares
issued by the Company in exchange for the nominal value of the share capital of
its subsidiaries arising from the Group Reorganisation.

(c) Nature and purpose of reserves
(i) Otherreserve
The amount represents share of associate’s reserve before
disposal.

(ii)  Foreign currency translation reserve

The foreign currency translation reserve comprises all
foreign exchange differences arising from the translation
of the financial statements of foreign operations as well as
the effective portion of any foreign exchange differences
arising from hedges of the net investment in these foreign
operations. The reserve is dealt with in accordance with the
accounting policies set out in note 4(d)(iii) to the financial
statements.

BHtHRERERRASEEAARRREITRMAEE
VA ENE B A B A B2 258

(0 REMEEREW
(i) Hfti#E
ZEBEDMEHERBE Q]
fé

(i) SNEREFE
SVERBERERERERINE
BB RREENMAINEE
£ UREHPZEBINEBIR
BRHEELNEMINEZRDN
BREMD - ZREEIRIEMEE
4B RE 4(d) i) T 8 & 5T BRR B
# -
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For the year ended 31 December 2010
BE—F—FTFF-H=1+—HILFE

35. RESERVES (Continued)
(c) Nature and purpose of reserves (Continued)
(iii) Property revaluation reserve
The property revaluation reserve has been set up and is dealt
with in accordance with the accounting policies adopted for
land and buildings in note 4(e) to the financial statements.

(iv) Contributed surplus
The contributed surplus of the Group represents the difference
between the nominal value of shares of the subsidiaries
acquired pursuant to a group reorganisation in 1997, over the
nominal value of shares of Telefield Holdings Limited issued in
exchange therefor.

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

36. NOTES TO THE CONSOLIDATED STATEMENT OF CASH

FLOWS

(a) Disposal of subsidiaries
The Group disposed of its subsidiaries, MBK Limited and Telefield
Technologies Limited on 1 April 2009 and 31 December 2009
respectively to a fellow subsidiary, in which Mr. Cheng Han Ngok,
Steve, Mr. Lee Kai Bon, Mr. Ng Kim Yuen, Mr. Poon Ka Lee, Barry and
Madam Fok Pui Yin have beneficial interests.

35. ffE (&)
(0 REMERBEN(E)
(iii) WEEE
7 £ B i B IS SRR MY 5T 4(e)
TH REFETRME TR
AL MR IR Y S S -

(iv) #AZER
REBBARBER - NNE
FRESESHAWBENEAF
B 17 E (BB i Telefield Holdings
Limited AR BN F AR BATHY

B HEEZMEHER
(v) ZEERE

RERERTA DI - TIRIE
REEREREARBAKE
o B P B 2 RIBR A AR )i A R &
% o

36. A BEHRERNHE

(a) HEMBAF
AEBR-_ZTETNFUNA—HEZ
EENFE+_A=+—BHRlA—
RAZMBRARHENBRARIEE
A(EB)SEERARMFERN
BIRAT] o BMEBR AL - TEILL
A RfRAE - BRFEERE
MEBELZTE=EBZRRNER A
R o
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36. NOTES TO THE CONSOLIDATED STATEMENT OF CASH 36. LB REXRMTT ()

FLOWS (Continued)
(a) Disposal of subsidiaries (Continued) (a) HEKWBAR(E)
Net assets/(liabilities) of subsidiaries at respective dates of disposal NEYERSHKBATIEE, (&
were as follows: ) FEEINT -
Telefield
Technologies
MBK Limited Limited Total
EZ0(&H) RERE
SEARAR BRATR #et
HK$'000 HK$'000 HKS$'000
FA&T FHT AT
Fixed assets EEEE - 294 294
Trade receivables FEUNE 5 BR K = 7 7
Prepayments, deposits and other FE{HFIE « 124 &
receivables H {th fEUGRIA 794 276 1,070
Bank and cash balances RITRIBELERR 161 54 215
Accruals and other payables TEIRE R R EMER
I8 (68) (442) (510)
Due to the Group JE(S AR EE FRIE (391) (5) (396)
Due to minority shareholders e D e R IR - (996) (996)
Net assets/(liabilities) disposed of B HEEE (BE)
AR 496 (812) (316)
Gain on disposal of subsidiaries  HEM B A RIS
Weas 784 812 1,596
Consideration KRB 1,280 - 1,280
Net cash outflow arising on HEEEMRES R
disposal: R
Cash consideration received BYIRERE = - -
Cash and cash equivalents EHEReRES
disposed of ZEY (161) (54) (215)
(161) (54) (215)
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For the year ended 31 December 2010
BE—F—FTFF-H=1+—HILFE

36. NOTES TO THE CONSOLIDATED STATEMENT OF CASH
FLOWS (Continued)
(b) Business combinations (other than common control)

For the purpose of expanding the Group’s branded business,
the Group had two business combinations (other than common
control) during the year ended 31 December 2009.

On 1 March 2009, the Group acquired certain assets and liabilities
from a company in the U.S.A. to engage in marketing and
distribution of "RCA" branded SMB phone systems in the US.A. and
Canada (“Licensed Brand Business”). The Group has the license to use
the "RCA” brand to distribute prescribed products in the US.A. and
Canada for the period from 1 March 2009 to 31 December 2013.

On 2 November 2009, the Group acquired certain assets and
liabilities from a liquidation administrator in Germany to engage
in assembling, marketing and distribution of “TrekStor” branded
products such as portable storage devices and multimedia products
in Europe (“Own Brand Business”).

36. AR RERME(H)

-.“ y

(b) EHEHF(EESIERN)

IEAAEERERHME - A%
BEEz-_TENAF+-_A=1t—H
I FEAEMBREA G (KREH]
EERIN) o

—ETHF=-ZA—H AEEHAH
—REBRRREETEERA
& LWREBEMINEKREH RS
[RCA MR R/ NTE RS ([ HFF
MR ]) - NEBBEG TR -
AH-_TETAFZA—HBHE=-FT
—=F+-_A=+—HHBEMNE
B ERFERIRCA]REDH
MEmR -

“EENF+—A-H  AEEA
—HEREREEBANNBETEE
LEE  URBUNESE - 2 kD
[ TrekStor ) MIRE @ - EERE
GRERZEEER((BRMEE
%) e
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36. NOTES TO THE CONSOLIDATED STATEMENT OF CASH 36. LB REXRMTT ()

FLOWS (Continued)
(b) Business combinations (other than common control) (b)
(Continued)
Upon acquisitions, the Group has 100% equity interests in Licensed
Brand Business and Own Brand Business. The fair value of the
identifiable assets and liabilities of Licensed Brand Business and Own
Brand Business acquired as at their respective dates of acquisitions
was as follows:

EE O (L RZESIEFERRIN) ()

WEER - AREEE ST mEER
KRERMEEGEERE - K&K
BEH  EUWENRFTREERSR
BRmEXBABEERA B
NFET

Licensed
Brand Own Brand
Business Business Total
ST MR B RmhEER et
HK$'000 HKS$'000 HKS$'000
T T T
Net assets acquired: BB EETFE :
Fixed assets EEE - 570 570
Inventories 75 30,600 13,249 43,849
License rights R EE 21,361 - 21,361
Trademarks Bz = 16,013 16,013
Customer relationship REBEER 13,707 3,582 17,289
Product warranty provisions EmiRARE (8,149) = (8,149)
Deferred tax assets BETIBE = 12117 = 12,117
Deferred tax liabilities RAETHIBBE (13,673) (3,623) (17,296)
55,963 29,791 85,754
Discount on acquisitions W BEHraE (2,436) (6,574) (9,010)
53,527 23,217 76,744
Satisfied by: LA F0E(E
Cash* EHEE 24232 21,229 45,461
Contingent considerations at HARE - BATE
fair value (note 30) (K17£30) 29,295 1,988 31,283
53,527 23,217 76,744

* At 31 December 2010, approximately HK$3,990,000 (2009:
HK$10,260,000) of cash consideration was not yet paid.

¢ R-E-TET-A=-AAX

HHIR £ R (B 49 /453,990,000 7T (=
T A 10,260,000/87T) °
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36. NOTES TO THE CONSOLIDATED STATEMENT OF CASH
FLOWS (Continued)
(b) Business combinations (other than common control)

(Continued)

The Group recognised discount on acquisitions of approximately
HKS 9 million as other income (note 9) in relation to the business
combinations of Licensed Brand Business and Own Brand
Business for the year ended 31 December 2009. The directors of
the Company are of the opinion that the discount on acquisition
of Licensed Brand Business was resulted from the good business
relationship with the vendor, which was a major customer of
the Group. Furthermore, the directors of the Company are of the
opinion that the discount on acquisition of Own Brand Business was
resulted from a liquidation sale.

The acquisition-related legal and professional costs incurred in
two business combinations of approximately HK$907,000 were
accounted for as expenses for the year ended 31 December 2009.

The contributions of revenue and profit to the Group since
respective dates of acquisition and up to 31 December 2009 were as
follows:
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Profit/(loss) contribution = A (E1E) BBt

BRI ¢
Licensed Brand Own Brand
Business Business
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HKS$'000 HK$'000
TET BT
117,367 22,655
2,704 (3,314)

The contributions of revenue and profit to the Group for the year
ended 31 December 2009 as if the acquisitions were completed
on 1 January 2009 are not available for disclosure as the sellers
of respective acquired businesses considered those financial
information as confidential.
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For the year ended 31 December 2010

37.

38.
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SHARE-BASED PAYMENTS

Equity-settled share-based payment

In order to retain the management team of former Own Brand Business,
immediate after the completion of the acquisition of Own Brand Business
on 2 November 2009, the Group granted 49% of the equity interests of
TrekStor Limited, Telefield TrekStor S.a.r.l. and TrekStor GmbH (“Relevant
Equity Interests”) to them. As there was no pre-agreed future service
period of the management, the relevant equity-settled share-based
payment deemed to be vested immediately.

The fair value of the Relevant Equity Interests at grant date was estimated
to be approximately HK$2,738,000 based on valuation result of Grant
Sherman Appraisal Limited, an independent firm of professional valuer.
The valuation was based on a market approach and income approach,
and the major assumptions used were as follows:

(i) Anassumed discount rate range of approximately 17% to 20%;

(i) Anassumed terminal value based on long term sustainable growth
rate of 3%;

(i) Assumed financial multiples of companies deemed to be similar to
Own Brand Business; and

(iv)  Assumed adjustments because of the lack of control or lack of
marketability that market participants would consider when
estimating the fair value of the non-controlling interests in TrekStor
Limited, Telefield TrekStor S.arl. and TrekStor GmbH.

The fair value of Relevant Equity Interests was charged to the consolidated
profit or loss for the year end 31 December 2009 and credited to the non-
controlling interests on the consolidated statement of financial position
of the Group.

CONTINGENT LIABILITIES

As at 31 December 2010, the Group did not have any significant
contingent liabilities (2009: Nil).
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39. CAPITAL COMMITMENTS 39. EAREE
The Group's capital commitments at the end of the reporting period are as REBNRERARNE RNELENT ¢
follows:

2010 2009
—E-FF —EThEF
HK$’000 HKS'000
FTHET FAT
Plant and machinery W= M 2s
Contracted but not provided for BEETAEREME 2,373 82
Approved but not contracted for BROEBERETA 15,000 -
17,373 82
40. LEASE COMMITMENTS 40. FHEHIE
The total future minimum lease payments under non-cancellable RIET AT SE A & T E B B AR R R 2K
operating leases are payable as follows: BRAEEFRIBLAT
2010 2009
—EB-FF —ZETNEF
HK$'000 HKS'000
FET FT
Within one year —FR 7,946 7,250
In the second to fifth years, F_FEFERF(HEMTE
inclusive BIEENR) 22,903 21,769
Over five years FFEUE 14,203 17,274
45,052 46,293
Operating lease payments represent rentals payable by the Group for KEMEFRBEREASBERETELR
certain of its staff quarter, factories and offices. Leases are negotiated for = BWEEMAZENNES - &EY
a range from one to nine years and rentals are fixed over the lease terms EENHBANT—2NF - HE&XNEEH
and do not include contingent rentals. WEETE - WA ESAESE -
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41. RELATED PARTY TRANSACTIONS

In addition to those related party transactions and balances disclosed
elsewhere in the financial statements, the Group had the following

transactions with its related parties during the year:

Rent paid to related companies
- Modern Field Limited
- Swintown Investment Limited
- Grand Access Limited

Legal and professional fee paid
to a related company
- Expertsec Limited

Purchase of a vehicle from a
related company
- Expertsec Limited

Sale of a vehicle to a related
company
- Expertsec Limited

Design charges paid to a related
company

- Asia Pacific Information
Network Limited
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4. BEFRS
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RESRIN  REBRFEEBERBIN
TRS :
Name of directors having 5 &z 2010
beneficial interest NESHS —E-ZF
HK$000
BT
Mr. Cheng Han Ngok Steve S5t 55 4 435 480
Mr. Ng Kim Yuen RiEREE 240 240
Mr. Lee Kai Bon FEARE 240 240
915 960
Mr.Poon Ka Lee Barry ERAILE 32 51
Mr. Poon Ka Lee Barry BRI - 100
Mr. Poon Ka Lee Barry BRANTE 68 -
Mr. Cheng Han Ngok Steve BBt 55 4
Mr. Lee Kai Bon TERSE
Mr. Ng Kim Yuen RipREE
Madam Fok Pui Yin EMEL+ - 273
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42. EVENTS AFTER REPORTING PERIOD

43.

44,

(@)

On 27 January 2011, the Company completed its initial public
offering of 100,000,000 shares and listing of its shares on the
Main Board of the Stock Exchange. The gross proceeds from the
Company's offering amounted to approximately HK$120 million
and the total share premium resulted from the offering amounted
to approximately HK$119 million.

On 8 February 2011, Telefield NA Inc., a wholly-owned subsidiary
of the Group, and RCA Management had reached an agreement
in writing to extend the term of the RCA Licence Agreement for an
additional term of five years up to and including 31 December 2018
and the Group is allowed to use an additional trademark on similar
terms and conditions.

On 18 February 2011, the Over-allotment Option referred to in
the Company’s Prospectus dated 14 January 2011 was partially
exercised by China Merchants in respect of 11,714,000 shares,
representing approximately 11.71% of the Offer Shares initially
available under the initial public offering (before any exercise of the
Over-allotment Option).

The banks have agreed in principle that all personal guarantees and
securities provided by the Company’s directors will be released or
replaced by guarantees or other securities from the Company and/
or its subsidiaries upon listing of shares of the Company on Main
Board of the Stock Exchange.

COMPARATIVE FIGURES

In order to comply with AG 5 as set out in note 2, the comparative
amounts in the financial statements are presented as if Telefield Holdings
Limited had been combined at the previous reporting period. As a
result of the adoption of AG 5, the Group's profit attributable to the
owners for the year ended 31 December 2009 has been increased by
approximately HKSNil, and the Group's net assets as at 31 December 2009
by approximately HKSNIl.

APPROVAL OF FINANCIAL STATEMENTS
The financial statements were approved and authorised for issue by the
Board of Directors on 25 March 2011.
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Four-Year Financial Summary

Y & B 5

The consolidated results of Telefield International (Holdings) Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”) for
the year ended 31 December 2010 and the consolidated assets, liabilities and
equity of the Group as at 31 December 2010 are those set out in the audited
financial statements.

The summary of the consolidated results of the Group for each for the three
years ended 31 December 2007, 2008 and 2009 and of the assets, liabilities and
non-controlling interests as at 31 December 2007, 2008 and 2009 has been
extracted from the prospectus issued on 14 January 2011 in connection with
the listing of the Company's shares on the Main Board of the Stock Exchange
of Hong Kong Limited on 27 January 2011. Such summary was prepared as
if the current structure of the Group had been in existence throughout these
financial years and is presented on the basis as set out in note 2 to the financial
statements.

No financial statement of the Group for the year ended 31December 2006 had
been published.

The summary below does not form part of the audited financial statements.
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2010
—EB-EF Z — T
HK$’000 HK$'000 “HK$'000 HK$'000
FHET FET FET FETT
RESULTS E
Revenue O 1,145,542 821,898 848,492 564,052
Cost of goods sold SHER A (892,929) (634,166) (712,162) (497,797)
Gross profit EF 252,613 187,732 136,330 66,255
Other income E U A 13,243 12,371 3,819 5,636
Selling and distribution expenses  $4% & 7 5K 2N (73,022) (39,851) (17,413) (12,767)
Administrative expenses THEHR (79,086) (52,996) (40,299) (27,565)
Other operating expenses Hithie 2 & A (40,858) (22,507) (20,530) (12,752)
Profit from operations BRI 72,890 84,749 61,907 18,807
Finance costs BhE k2R (4,425) (947) (1,844) (1,969)
Gain on disposal of subsidiaries &} B A B TS S - 1,596 = -
Share of loss of an associate o {REE =N A B8 - - (17) (297)
Profit before tax Fﬁﬁau P 68,465 85,398 60,046 16,541
Income tax expense FTiSF: sz (12,754) (12,731) (8,792) (2,188)
Profit for the year FERA 55,711 72,667 254 14,353
Attributable to: AT & 75 P4
Owners of the Company NABHEA A 69,921 76,216 51,258 14,353
Non-controlling interests SRR (14,210) (3,549) ) -
55,711 72,667 51,254 14,353
ASSETS, LIABILITIES AND NON- &7 + B &R IFZERER
CONTROLLING INTERESTS
TOTAL ASSETS éémﬁ 520,134 471,637 372,891 280,940
TOTAL LIABILITIES BfERE (347,863) (325,767) (252,492) (205,453)
NON-CONTROLLING INTEREST 2 Hyﬁéﬁ?i 14,894 811 = =
187,165 146,681 120,399 75,487
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LISTING INFORMATION
Listing: Hong Kong Stock Exchange
Stock code: 1143
Ticker Symbol
Reuters: 1143 HK
Bloomberg: 1143 HK Equity
KEY DATES
27 January 2011

Listed on Hong Kong Stock Exchange

25 March 2011
Announcement of 2010 Final Results

25 May 2010 to 27 May 2011
(both days inclusive)
Closure of Register of Shareholders

27 May 2011
Annual General Meeting

REGISTRAR & TRANSFER OFFICES
Principal:

Butterfield Fulcrum Group (Cayman) Limited
Butterfield House

68 Fort Street

P.O.Box 609

Grand Cayman, KY1-1111

Cayman Islands

Hong Kong Branch:

Tricor Investor Services Limited
26th Floor, Tesbury Centre

28 Queen’s Road East, Wanchai
Hong Kong

WEBSITE

www.telefieldgroup.com.hk
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