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CORPORATE INFORMATION
REEH

Executive Director

CHENG Hairong (Chairman)

Non-Executive Director

LAU Tom Ko Yuen (Deputy Chairman)

Independent Non-Executive Directors

FENG Nien Shu
LUI Siu Tsuen, Richard
WONG Lai Kin, Elsa

Audit Committee

LUI Siu Tsuen, Richard (Chairman)
FENG Nien Shu
WONG Lai Kin, Elsa

Remuneration Committee

FENG Nien Shu (Chairman)
LAU Tom Ko Yuen
LUI Siu Tsuen, Richard

Nomination Committee

CHENG Hairong (Chairman)
FENG Nien Shu
WONG Lai Kin, Elsa

Company Secretary

FUNG Mei Ling

Auditor

Deloitte Touche Tohmatsu

Principal Bankers

Bank of China (Hong Kong) Limited
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CORPORATE INFORMATION (continued)

Registered Office

Clarendon House
2 Church Street

Hamilton HM 11
Bermuda

Head Office and Principal Place of Business

Suite 2701

Shui On Centre
6-8 Harbour Road
Wanchai

Hong Kong

Principal Share Registrar and Transfer Office

HSBC Securities Services (Bermuda) Limited
6 Front Street

Hamilton HM11

Bermuda

Share Registrar and Transfer Office in Hong Kong

Tricor Secretaries Limited
26th Floor, Tesbury Centre
28 Queen’s Road East
Wanchai

Hong Kong

Website

www.irasia.com/listco/hk/prosperityinv/index.htm

Stock Code

Hong Kong Stock Exchange: 310
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CHAIRMAN'S STATEMENT
TRHBEE

Dear Shareholders,

Time has flown since my last statement. Another year passed and the
world economy in 2012 was still focused on the Euro debt crisis and the
economic recovery of the USA and the world. China had maintained its
growth even under the instability of world economy.

In 2012, we moved with cautious. We reduced our activities in both
securities trading and unlisted investments in order to avoid the economic
instability. Instead, we had disposed of certain investments with fruitful
return. It is this fruitful return and decrease in impairment for investments

which led to the significant reduction in loss of the Group for 2012.

In 2013, it is anticipated that China is still the engine of recovery for the
world economy. We will, therefore continue our focus on the investment
in China and capture the growth therein.

At last but not the least, | would like to express my warmest thanks to
your support in 2012 and in the future.

Cheng Hairong
Chairman

Hong Kong, 27 March 2013
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Business Review

During the year ended 31 December 2012 (the “Year”), the Group
continued its investment activities in both listed and unlisted investments
and other related financial assets. The major investment activities during
the Year were as follows:

Held-for-trading investments

The instability of the world economy and the Euro debts crisis continued
in the Year which caused the stock market volatile. The trading volume in
listed investments was reduced significantly from approximately
HK$57,917,000 for the year ended 31 December 2011 (the “Year 2011")
to approximately HK$6,255,000 for the Year in order to avoid this
instability.

Disposal of investments

During the Year, the Group had disposed of the following investments:

(@  a subsidiary which held Bright Honest Limited, an associate of the
Group, at a consideration of HK$100,000;

(b)  a subsidiary which held 20% equity interest in GCA Professional
Services Group Limited which in turn held a subsidiary, GreaterChina
Professional Services Limited, a company listed on the GEM Board
of the Stock Exchange of Hong Kong Limited, at a consideration of
HK$11,200,000;

(c)  an inactive subsidiary established in Shanghai at a consideration of
HK$3,800,000;

(d) the investment in A Stars Entertainment Group Limited at a
consideration of HK$5,000,000; and

(e)  the investment in ordinary shares of ITC Properties Group Limited at
a consideration of approximately HK$15,953,000 and an asset
conversion to a loan note with fair value of approximately
HK$43,123,000 at initial recognition.

MANAGEMENT DISCUSSION
ERERI

EBEE

HE202FNRANBLEFE(AFEE])
AREBMEBEETEHRETMELTRER
Hi M BEEZRETH AFEZ
FERBEHWOT :

BFEERA

AFEERRECEDERBERKITEEYR
BhmEZ - BABLEABRTEE EHiE
BT EHEE2011F12A318IEFE
(120114 £ 1) #757,917,00058 7T A i@ 5 4 &=
AN & #96,255,00058 Tt °

HERE

AEER AEEBHEUTERE

(@ & K {8100,000/8 T H & — & K B
NAE - HiA AR % EEE A FBright
Honest Limited :

(b) %K {E11,200,0005 7T & — & K B
NA-HEABAEEZERBEERFR
NAE0%EE MEEEXERBEE
BERAFRIXFEE —HRBEBBERS
FrBRARAIRR LT WEAaE
EEERBBERAA

(0 &M {E3,800,000% T & — RN L&
Rz EFEEZMBRATR

(d) &M E5,000,000% 7T H &0 2 4R %
SEAERABIZERE &

) HERBHHMESEBEAERAALTAR
2 A (R {E# A15953,0008 L) &
) 2 1 R R (B 4943,123,000%
TLZEREBCEEHEE -

EEREEBERAT 2012 F3F

05



06

MANAGEMENT DISCUSSION (continued)
BEERL (F)

Acquisition of investment

During the Year, the Group acquired convertible notes due 2013 issued
by ITC Properties Group Limited at a consideration of HK$10,000,000.

Financial Review

Results for the Year

The loss of the Group for the Year was approximately HK$529,000, a
reduction of approximately HK$40,537,000 from loss of HK$41,066,000
in Year 2011. The reduction in loss was mainly due to i) reduction in
impairment for available-for-sale investments and fair value adjustments
for held-for-trading investment; and ii) higher profit recognised on
disposal of subsidiaries and available-for-sale investments.

Liquidity and Financial Resources

As at 31 December 2012, the Group has cash and cash equivalents of
approximately HK$21,767,000 (2011: HK$21,815,000). The Group had
no bank borrowing as at 31 December 2012 (2011: nil).

Outlook

Same as 2012, 2013 might still be a year of volatile. The world is looking
forward for the recovery of the economy of USA and the resolve of Euro

debt crisis. With the believe that China could maintain its economic

growth, the Group will continue its focus on the investment opportunities
in China.

Other Information

Gearing ratio

The gearing ratio (total liabilities/total assets) as at 31 December 2012
was 0.37% (2011: 0.55%).

Charges on assets

Charges on assets of the Group are set out in note 16(ii) to the
consolidated financial statements.
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MANAGEMENT DISCUSSION (continued)

Litigation

No outstanding litigation as at 31 December 2012 was noted.

Contingent liabilities

There are no contingent liabilities as at 31 December 2012.

Exposure to Fluctuations in Exchange Rates and
Related Hedges

During the Year, the investments of the Group were mainly denominated
in HK$ and US$. Since HK$ is pegged to US$, significant exposure is not
expected in US$ transactions and balances.

Major Customers and Suppliers

The Group’s largest and five largest customers accounted for
approximately 55.15% and 99.17% respectively of the Group’s revenue.

Certain directors of the Company together with their associates held
below 5% interest in certain five largest customers as at 31 December
2012.

Employee and Remuneration Policies

As at 31 December 2012, the Group has 11 employees (including
directors of the Company). Remuneration policies for the employees and
the directors are reviewed by the Group in accordance with the market
situation and their performance from time to time. No director or
executive is involved in dealing his own remuneration. In addition to
salary payments, the Company has participated in the Mandatory
Provident Fund Scheme (“MPF Scheme”) in Hong Kong. The MPF
Scheme is registered with the Mandatory Provident Fund Schemes
Ordinance. The assets of the MPF Scheme are held separately from those
of the Group in funds under the control of an independent trustee.
Pursuant to the rules of the MPF Scheme, the Group and its employees
are each required to make contributions to the scheme at 5% of their

monthly relevant income.

EEEWL (&)

SERERED

R202F 12 A31EBMERN KR THE ZEZEHR

N
F/N

FAREE

R2012F 12 A3 A ESAREE-

PE = 5% B | B B2 AH B8 ¥

AEE AREZRETEUBTRET
FHE - ARNBTTE R T AN - FRHIA SR TET
BzRGREKBTIEMEEANER -

ITEREFPRHEED

ARBZEARFTREFDAERNEER
A#)55.15% £ 99.17% °

R2012F12A31H ARARAETEEFER
EBEANRETAAELTEAS% AT #E

==

I

B 8 & % B BUR

MR2012F 128318 - AEEB 1A EE (B
BARAER) BEERESZHMERL
AEBTRREMIAFEE 2 REETE
M- MEEEXNTBRABLR2EETHEAY
ZEHWBREFM LN ARARBEEEMN
ABsMEREeFTFE((RESFE) -2
BEr g RERMNELEEEEN =
e BBESHECEELBILERAES
CESTHAREB 2 EENRBE - RE
wEeHEAZAT AEEREEESH
BEBSEFAZHEBBARGTEELS% 2

R e

o

REREEBRERAT 2012 1

07



08

DIRECTORS’ REPORT
ESEHRS

The directors of the Company present their annual report and the audited
consolidated financial statements for the year ended 31 December 2012.

Principal Activities

The Company is an investment holding company. The activities of its
principal subsidiaries are set out in note 30 to the consolidated financial
statements.

Results and Appropriations

The results of the Group for the year ended 31 December 2012 are set
out in the consolidated statement of comprehensive income on page 32.

The directors do not recommend the payment of a dividend.

Share Capital

Details of the share capital of the Company are set out in note 23 to the
consolidated financial statements.

Plant and Equipment

Details of movements during the year in plant and equipment of the
Group are set out in note 14 to the consolidated financial statements.
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Directors

The directors of the Company during the year and up to the date of this
report were:

Executive Director

Mr. CHENG Hairong (Chairman)

Non-Executive Director

Mr. LAU Tom Ko Yuen (Deputy Chairman)

Independent Non-Executive Directors

Mr. FENG Nien Shu
Mr. LUI Siu Tsuen, Richard
Ms. WONG Lai Kin, Elsa

In accordance with the Company’s Bye-Laws, Mr. Lau Tom Ko Yuen and
Mr. Lui Siu Tsuen, Richard shall retire at the forthcoming annual general
meeting and, being eligible, offer themselves for re-election.

Biographical Details of Directors

The biographical details of the directors of the Company are as follows:

Executive Director

Mr. Cheng Hairong, aged 53, was appointed as an executive director of
the Company in 2010. He is the chairman of the Company and the
nomination committee and the director of the subsidiaries of the
Company. He has over 20 years of experience as an executive director and
consultant in establishing and managing listed companies in Hong Kong.
Mr. Cheng has extensive knowledge in China finance and investments in
life sciences, biotech, energy saving, tourism, trading and finance service
sectors. Mr. Cheng was the vice chairman and executive director of EPI
(Holdings) Limited and the chairman and executive director of China Boon
Holdings Limited (formerly known as “Vision Tech International Holdings
Limited”). Both companies are listed on the main board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).
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DIRECTORS' REPORT (continued)
EEEWMSE (B)

Non-Executive Director

Mr. Lau Tom Ko Yuen, aged 61, was appointed as a non-executive
director and subsequently re-designated as an executive director and
appointed as the chairman of the Company in 2009. In 2010, he was re-
designated as a non-executive director and deputy chairman of the
Company. He is a member of the remuneration committee and the
director of the subsidiaries of the Company. He has over 40 years of
international corporate development and management experience in
infrastructure developments as well as construction and engineering
services involving the road, rail, port, power, telecommunications, mining
and resources sectors in the Asia Pacific Region. Mr. Lau is currently the
chairman and managing director of PYI Corporation Limited (498.HK) and
the deputy chairman and executive director of Paul Y. Engineering Group
Limited (577.HK), the shares of all two companies are listed on the main
board of the Stock Exchange.

Independent Non-Executive Directors

Mr. Feng Nien Shu, aged 47, was appointed as an independent non-
executive director of the Company in 2009. He is the chairman of the
remuneration committee and a member of the audit committee and
nomination committee of the Company. He holds a Master of Business
Administration degree from the University of Windsor in Canada and a
Bachelor of Arts degree from the York University in Canada. He is
currently the managing partner and chief investment officer of Sapientia
Capital, a private equity investment manager and advisory based in
Shanghai, China. He has over 20 years of experience in investment,
merger and acquisition in China and South East Asia.

Mr. Lui Siu Tsuen, Richard, aged 57, was appointed as an independent
non-executive director of the Company in 2009. He is the chairman of
the audit committee and a member of the remuneration committee of
the Company. He is a fellow member of each of the Hong Kong Institute
of Certified Public Accountants and The Chartered Institute of
Management Accountants in the United Kingdom. He holds a Master of
Business Administration degree from the University of Adelaide in
Australia. He has over 25 years of experience in property investment,
corporate finance and media and entertainment business. Mr. Lui is
currently an independent non-executive director of 21 Holdings Limited
and an executive director of eSun Holdings Limited and MediaAsia Group
Holdings Limited (formerly known as Rojam Entertainment Holdings
Limited). The shares of all the three companies are listed on the main
board of the Stock Exchange.
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Ms. Wong Lai Kin, Elsa, aged 47, was appointed as an independent
non-executive director of the Company in 2009. She is a member of the
audit committee and nomination committee of the Company. She holds a
Bachelor's and Master's degree in Law from The University of Hong Kong,
as well as a Master's degree in Corporate Finance from The Hong Kong
Polytechnic University. Ms. Wong is a solicitor of the Supreme Court of
Hong Kong and Supreme Court of England and Wales, a member of the
Hong Kong Law Society and Hong Kong Society for Financial Analysts.
She also holds the Chartered Financial Analyst designation. Ms. Wong has
over 20 years of experience in legal profession, with majority years
working as corporate counsel and company secretary of Hong Kong listed
companies. Ms. Wong is currently an independent non-executive director
of PYI Corporation Limited which is listed on the main board of the Stock
Exchange.

Directors’ Service Contracts

No director proposed for re-election at the forthcoming annual general
meeting has a service contract which is not determinable by the Group
within one year without payment of compensation (other than statutory
compensation).
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DIRECTORS' REPORT (continued)
EEEHE(E)

Directors’ Interests and Short Positions in Shares
and Underlying Shares

As at 31 December 2012, the interests and short positions of the directors
of the Company and any of their associates in the shares and underlying
shares of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFO"))
as recorded in the register required to be kept by the Company pursuant
to Section 352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) contained
in the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) were as follows:

Long positions in the shares of HK$0.025 each of
the Company

REBRGzRE

S
S

EERR
mRRE
BRARARBEBEZELFRBAEKO([ESH K
B {1 ]) 55 352 16 i &% 32 2 & il AT AC g sk
BRARAIRBMRABEHZMES EWHR
A(TEmBRADFESE 2 EMBETAESE
TEHFXZMBEESFA(ZRESTR ] EM
€ R2012F 128318 AR AEBEERME
] 18 5 2 B 8 AR AR B 5 H AT /B B
B(EERBHFLRBERMEXVEH) 2KRMH
RAEROFHEAEZEERABWT

=R

RAATREREEDSETZ
B2EFR

Percentage of

issued share

Personal’ Family* Corporate” Total capital of the

Interests Interests Interests Interests Company

LR NN

BRITREZ

Name of Director EEng BARER RikER" NEER B R Bot

Lau Tom Ko Yuen 2z R — 266,890,840 266,890,840 266,890,840 37.46%
(Note)
(Hfi)

Cheng Hairong P 8 &8 9,370,000 — 266,890,840 276,260,840 38.77%
(Note)
(K )

*  Beneficial owner
Interests of spouse

Interests beneficially held by the company itself or through companies
controlled by it

Note:

266,890,840 shares were held by Favor Hero Investments Limited, a company was
controlled as to 51% by Sun Matrix Limited and as to 49% by Glory Avenue
Limited. Sun Matrix Limited was controlled as to 50% by Mr. Lau Tom Ko Yuen and
50% by Ms. Lan Yi, the spouse of Mr. Lau Tom Ko Yuen. Glory Avenue Limited was
wholly controlled by Mr. Cheng Hairong.
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Save as disclosed above, as at 31 December 2012, none of the directors
nor their associates of the Company had or was deemed to have any
interest or short position in the shares or underlying shares of the
Company or any of its associated corporations as recorded in the register
that required to be kept by the Company pursuant to Section 352 of the
SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code contained in the Listing Rules.

Arrangements to Purchase Shares or Debentures

At no time during the year was the Company, its holding company, or any
of its subsidiaries or fellow subsidiaries, a party to any arrangements to
enable the directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other body
corporate.

Directors’ Interests in Contracts of Significance

No contract of significance, to which the Company, its holding company,
fellow subsidiaries or subsidiaries was a party and in which a director of
the Company had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.
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DIRECTORS' REPORT (continued)
EEEHE(E)

FERRER
BARNBABREESNBAEEGE33610M
R zERMAARE THATR20124F
12A3TBRARRA 2K M BBI G, %
BEZMKE

Substantial Shareholders

As at 31 December 2012, the following persons had interests and short
positions in the shares and underlying shares of the Company as recorded
in the register required to be kept by the Company pursuant to Section
336 of the SFO:

Long positions in the shares of HK$0.025 each of A Z A 5 IR E{E0.025% T 2

the Company R 2HFE
Percentage of
issued share
Personal’ Family* Corporate” Total capital of the
Interests Interests Interests Interests Company
LER N
EBITRAE
Name of Shareholders % 5 & 78 BARER RikfER" NEIE- - 4R 2R ZED

Favor Hero Favor Hero — — 266,890,840 266,890,840 37.46%
Investments Limited Investments (Note)
Limited (Ktat)

Sun Matrix Limited Sun Matrix — — 266,890,840 266,890,840 37.46%
Limited (Note)
(H7t)

Lau Tom Ko Yuen 2lm R — 266,890,840 266,890,840 266,890,840 37.46%
(Note)
(H7t)

Lan Vi B — — 266,890,840 266,890,840 266,890,840 37.46%
(Note)
(H7t)

Glory Avenue Limited  Glory Avenue — — 266,890,840 266,890,840 37.46%
Limited (Note)
(H7t)

Cheng Hairong B g & 9,370,000 — 266,890,840 276,260,840 38.77%
(Note)
(H7t)

Fong Ngai Frank Dl 59,380,000 — 59,380,000 8.33%

*  Beneficial owner

*  Interests of spouse

controlled by it

Interests beneficially held by the company itself or through companies
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Note:

Favor Hero Investments Limited was controlled as to 51% by Sun Matrix Limited
and as to 49% by Glory Avenue Limited. Sun Matrix Limited was controlled as to
50% by Mr. Lau Tom Ko Yuen and 50% by Ms. Lan Yi, the spouse of Mr. Lau Tom
Ko Yuen. Glory Avenue Limited was wholly controlled by Mr. Cheng Hairong.

Save as disclosed above, as at 31 December 2012, the directors of the
Company were not aware of any other person who had an interest or
short position in the shares or underlying shares of the Company as
recorded in the register that required to be kept by the Company
pursuant to Section 336 of the SFO and/or were directly or indirectly
interested in 5% or more of the nominal value of the share capital
carrying rights to vote in all circumstances at general meetings of any
other members of the Group.

Confirmation of Independence of Independent
Non-Executive Directors

The Company has received, from each of the independent non-executive
directors, an annual confirmation of his/her independence pursuant to
rule 3.13 of the Listing Rules. The Company considers that all of the
independent non-executive directors are independent.

Connected Transactions

New Investment Management Agreement

Reference is made to the announcement of the Company dated 6
September 2007 in respect of the Investment Management Agreement
("IM Agreement”) which expired on 31 August 2010. In view of the
uncertain economic environment at the relevant time, on 31 August 2008
the Company and Greater China Capital Limited (“GC Capital”, formerly
known as “Sinox Fund Management Limited”) agreed to amend the
management fee payable to GC Capital by the Company from 1.9% per
annum of the consolidated net asset value of the Company to a fixed
amount of HK$250,000 per month.
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On 16 December 2010, the Company entered into the New Investment
Management Agreement (“New IM Agreement”) with GC Capital for the
appointment of GC Capital as the Company’s investment manager for a
further term of three years commencing from 1 September 2010 to 31
August 2013.

The principal terms of the New IM Agreement are substantially the same
as the IM Agreement except that the management fee payable to GC
Capital by the Company has been revised to a fixed amount of
HK$300,000 per month (exclusive of disbursements) and that, in addition
to such monthly fee, GC Capital is also entitled to a discretionary bonus
in such amount as the Company may at its discretion determine provided
that the audited consolidated net asset value of the Group as at the end
of a financial year exceeds that in the previous financial year and the total
management fee for such financial year is less than 1.9% of the audited
consolidated net asset value of the Group. However, the aggregate
amount of such discretionary bonus (if any) and the annual management
fee shall not in any event exceed 1.9% of the audited consolidated net
asset value of the Group as at the end of such financial year. In the event
that the total management fee for a financial year exceeds 1.9% of the
audited consolidated net asset value of the Group at the end of that
financial year, there will be no discretionary bonus for GC Capital for that
financial year.

The Board believes that the Company can benefit from the valuable
investment and management experience of GC Capital whom is able to
identify and pursue investment opportunities and provide advice to the
existing investments of the Company to achieve capital appreciation and
growth of the Group.
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The Board (including the independent non-executive directors) considers
that the terms of the New IM Agreement including the management fee
payable by the Group under the New IM Agreement are on normal
commercial terms, fair and reasonable and the entering of the New IM
Agreement is in the interests of the Company and its shareholders as a
whole. Aside from the fact that the Company is interested in 20%
shareholding in GCA Professional Services Group Limited, a company
incorporated in Hong Kong (“GCA Professional HK”, formerly known as
"G C Associates Limited”) which was disposed of in July 2012, none of
the directors have a material interest in the New IM Agreement.

Information on GC Capital

GC Capital is a corporation licensed to carry out Type 4 (advising on
securities), Type 6 (advising on corporate finance) and Type 9 (asset
management) regulated activities under the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong). It was incorporated
on 30 June 1992 and it specialises in investment and fund management
mainly in Hong Kong. GC Capital has served as an investment manager
of the Company since 12 December 1992. Being the investment manager
of the Company, GC Capital is a connected person under Rule 21.13 of
the Listing Rules.

Corporate Services Agreement

On 28 January 2010, Prosperity Management Services Limited ("Prosperity
Management”), a wholly-owned subsidiary of the Company, entered into
the Corporate Services Agreement (“CS Agreement”) with Greater China
Corporate Consultancy & Services Limited (“GC Corporate Services”) for
a term of 3 years commencing from 29 January 2010 for the engagement
of GC Corporate Services to provide general back-office administration
service to the Group, including the provision of company secretarial,
accounting and bookkeeping services, and to provide a qualified company
secretary and authorized representative as well as a service process agent
in Hong Kong to the Group, at the monthly fee of HK$80,000 (exclusive
of disbursements). Upon the expiry on 28 January 2013, the CS
Agreement has been renewed (the “Renewed CS Agreement”) at a
monthly fee of HK$90,000 (exclusive of disbursement) for a period from
29 January 2013 to 31 December 2015.
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The Board (including the independent non-executive directors) would like
to confirm that the terms of the CS Agreement and the Renewed CS
Agreement were determined after arm’s length negotiations between the
parties taking into account the services offered by GC Corporate Services
and the costs incurred by the Group relating to such services before the
entering into of the CS Agreement and the Renewed CS Agreement.

Information on GC Corporate Services

GC Corporate Services is principally engaged in provision of corporate
services including accounting, corporate secretarial and office
administration services. As at the date of signing of the CS Agreement,
GC Corporate Services was not a connected person of the Company. As a
result of the acquisition by GCA Professional HK of GC Capital in May
2010, GC Corporate Services, being a direct wholly-owned subsidiary of
GCA Professional HK which also wholly owns GC Capital, became a
connected person of the Company. Accordingly, the CS Agreement
became a continuing connected transaction for the Company under
Chapter 14A of the Listing Rules.

License Agreement

On 16 December 2010, Prosperity Management (as licensee) and Linkson
Investment Limited (“Linkson Investment”) (as licensor) entered into the
License Agreement, pursuant to which Linkson Investment granted a
license to Prosperity Management for the use of the Premises for a term
of 3 years commencing from 1 January 2010 to 31 December 2012 at the
following license fee:

Period covered
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1 January 2010 to 31 December 2010
2010F1 H1HZE20105612 A31H

1 January 2011 to 31 December 2011
201MF1H1HE2011F12A31H

1 January 2012 to 31 December 2012
2012F1 A1 B E20126 12 A31H

In addition, Prosperity Management shall during the license period share
and pay to Linkson Investment the management fee of HK$12,820 per
month plus portion of the government rents and rates payable by Linkson
Investment to the landlord.
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Upon the expiry on 31 December 2012, the License Agreement has been
renewed (the “Renewed License Agreement”) for a term of 3 years from
1 January 2013 to 31 December 2015 at a license fee of HK$128,101 per
month over the contract period and the portion of management fee and
government rents and rates payable by Linkson Investment to the
landlord.

Reasons for entering into the License Agreement

The Premises are used as the Group’s principal place of business in Hong
Kong. The Board (including the independent non-executive directors)
considers that the terms of the License Agreement including the
consideration payable under the License Agreement are on normal
commercial terms, fair and reasonable and the entering of the License
Agreement is in the interests of the Company and its shareholders as a
whole. Aside from the fact that the Company is interested in 20%
shareholding in GCA Professional HK which was disposed of in July 2012,
none of the directors have a material interest in the License Agreement.

The Board (including independent non-executive directors) would like to
confirm that the terms of the License Agreement and the Renewed
License Agreement were determined after arm’s length negotiations
between the parties taking into account that the license fee and
management fee payable by Prosperity Management are based on
proportion of floor area of the Premises bears on the premises leased by
Linkson Investment of which the Premises formed a part and the market
rent of similar premises at the relevant time.

Information on Linkson Investment

Linkson Investment is principally engaged in leasing administration.

During 2012, GCA Professional HK had undergone a reorganisation and
GC Capital, GC Corporate Services and Linkson Investment became
subsidiaries of GCA Professional Services Group Limited, a company
incorporated in the British Virgin Islands (“GCA Professional BVI") after
the reorganisation. As GC Capital is a connected person of the Company,
GC Corporate Services and Linkson Investment, being associates of GC
Capital, are remained as connected persons of the Company.

The Board (including independent non-executive directors) would like to
confirm that the New IM Agreement, CS Agreement, Renewed CS
Agreement, License Agreement and Renewed License Agreement have
been entered into by the Group are in the ordinary course of business, on
normal commercial terms, and such transactions are fair and reasonable
and in the interests of the shareholders of the Company as a whole.
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The Board has also confirmed that a letter pursuant to Rule 14A.38 of the
Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) has been issued to the Board by the
auditor of the Company.

Purchase, Sale or Redemption of Shares of the
Company

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

Pre-Emptive Rights

There are no provisions for pre-emptive rights under the Company’s Bye-
Laws, or the Company Act (1981) of Bermuda, which would oblige the
Company to offer new shares on a pro-rata basis to existing shareholders.

Sufficiency of Public Float

Based on the information that is publicly available to the Company and
within the knowledge of its directors, as at the date of this report, there is
sufficient public float as required under the Listing Rules.

Auditor

Messrs. H.H. Liu & Co., Certified Public Accountants, resigned and
Messrs. Deloitte Touche Tohmatsu was appointed as auditor of the
Company in the year 2010.

A resolution will be submitted to the annual general meeting to
re-appoint Messrs. Deloitte Touche Tohmatsu as auditor of the Company.

On behalf of the Board

Cheng Hairong
Chairman
Hong Kong, 27 March 2013
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CORPORATE GOVERNANCE REPORT

The Group is dedicated to maintaining a good credible framework of
corporate governance with a view to being transparent, open and
accountable to our shareholders.

The Company adopted all the code provisions in the Code on Corporate
Governance Practices (effective until 31 March 2012) and the Corporate
Governance Code (effective from 1 April 2012) (collectively the “Code")
as contained in Appendix 14 of the Listing Rules as its own code on
corporate governance practices.

During the year ended 31 December 2012, the Company complied with
the code provisions in the Code except for the following deviations:

Under the code provision A.2.1 of the Code, the roles of chairman and
chief executive should be separate and should not be performed by the
same individual. The Company does not at present have chief executive
officer and is in the process of identifying suitable candidate to fill the
casual vacancy of chief executive officer.

In respect of the code provision A.6.7 of the Code, Mr. Lui Siu Tsuen,
Richard, an independent non-executive director of the Company, was
unable to attend the annual general meeting of the Company held on 16
May 2012 due to his business engagement.

The Board
Composition

The board of the Company (“Board”) currently consists of one executive
director, one non-executive director and three independent non-executive
directors (“INED(s)"), one of whom namely Mr. Lui Siu Tsuen, Richard has
the appropriate professional accounting experience and expertise. The
names and biographical details of each director are disclosed on pages 9
to 11 of this annual report.

Each INED has, pursuant to the rule 3.13 of the Listing Rules, confirmed
he/she is independent of the Company and the Company also considers
that they are independent. The current term of office of non-executive
directors is for a period of two years until December 2013 subject to the
requirement that one-third of all the directors shall retire from office by
rotation at each annual general meeting pursuant to the Bye-Laws of the
Company. There is no relationship (including financial, business, family or
other material/relevant relationship) among members of the Board.
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During the year, all directors of the Company have received regular
updates on the changes to and developments in the relevant laws and
regulations applicable to the directors. Additionally, training has been
attended by all directors covering a wide range of topics including
directors’ duties and updates on the Listing Rules and SFO. The Board has
a balance of skills and experience appropriate for the requirements of the
business of the Group.

Function

The Board is responsible both for how the Company is managed and the
Company’s direction. Approval of the Board is required for the strategy of
the Group, major acquisition and disposal, major capital investment,
dividend policy, appointment and retirement of directors, remuneration
policy and other major operational and financial matters. Day-to-day
operations of the Group are taken up by the Company’s management
and the Company’s investment manager.

The Board has established schedule of matters specifically reserved to the
Board for its decision and those reserved for the management. The Board
reviews this schedule on a periodic basis to ensure that it remains
appropriate to the needs of the Company.

The Board is responsible for performing the corporate governance
functions such as developing and reviewing the Company’s policies,
practices on corporate governance, training and continuous professional
development of directors and senior management, the Company’s policies
and practices on compliance with legal and regulatory requirements, etc.
The Board held meetings from time to time whenever necessary.

The Board has established procedures to enable directors of the Company,
upon reasonable request, to seek independent professional advice in
appropriate circumstances at the Company’s expense.

The Board held four regular board meetings at approximately quarterly
interval during the year of 2012. Additional board meetings were held
when necessary. Due notice and board papers were given to all directors
of the Company prior to the meeting in accordance with the Listing Rules
and the Code.
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CORPORATE GOVERNANCE REPORT (continued)

The attendance records of the directors of the Company for the Board,
committee and general meetings for the year are as follows:

TREREME (B)

FRAARBEETNEFTSER %898
FNBERRGZHFELCEET

8

No. of meetings attended/No. of meetings held

HEEBAB BTEEREY

Board

Committee

Annual

Audit Remuneration Nomination General
Committee = Committee Meeting

B ¥VYMEEE REZEEE BRREFKE

EXg FKZEB

Directors =)
Executive Director HITES
Cheng Hairong (Chairman) R (FE) 4/4 N/A N/A 11 11
A iE A A iE A
Non-Executive Director EHTESE
Lau Tom Ko Yuen (Deputy Chairman) 2l s & (5] % /Z) 4/4 N/A 1”71 N/A 171
TiEMA TEA
INEDs BYFHTES
Feng Nien Shu LN 4/4 4/4 1/1 1/1 1/1
Lui Siu Tsuen, Richard 2 KR 4/4 3/4 11 N/A 0/1
TEA
Wong Lai Kin, Elsa HER 4/4 4/4 N/A 11 VAl
TiE M
Total number of meetings FRBITEHEH
held during the year 4 4 1 1 1

Model Code for Securities Transactions by
Directors

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (“Model Code”) as set out in Appendix 10 of
the Listing Rules as the codes of conduct regarding securities transactions
by directors and by relevant employees of the Company. All directors of
the Company have confirmed, following specific enquiry by the Company,
that they fully complied with the Model Code throughout the year of
2012.

Board Committees

To strengthen the functions of the Board and to enhance its expertise,
there are three board committees, namely Audit Committee,
Remuneration Committee and Nomination Committee formed under the
Board, with each performing different functions.
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Audit Committee

The terms of reference of the Audit Committee was revised in compliance
with the Code of the Listing Rules in 2012. The Audit Committee
comprises three INEDs, namely Mr. Lui Siu Tsuen, Richard, Mr. Feng Nien
Shu and Ms. Wong Lai Kin, Elsa. The Audit Committee is chaired by Mr.
Lui Siu Tsuen, Richard.

The role and function of the Audit Committee include:

— toserve as a focal point for communication between other directors
and the auditor in respect of the duties relating to financial and
other reporting, internal controls, audits, and such other matters as
the Board may determine from time to time.

— to assist the Board in fulfilling its responsibility by providing an
independent review and supervision of financial reporting, by
satisfying themselves as to the effectiveness of the internal controls

of the Group and the adequacy of the audits.

—  to review the appointment of auditor on an annual basis including
the review of the audit scope and approval of the audit fees.

—  to review the annual and interim financial statements prior to their
approval by the Board, and recommend application of accounting

policies and changes to the financial reporting requirements.

— to ensure continuing auditor objectivity and to safeguard
independence of the Company’s auditor.

Set out below is the summary of work done in 2012:

—  to review the financial statements for the year ended 31 December
2011 and for the six months ended 30 June 2012;

— to review of the effectiveness of the internal control of the

Company; and

—  to review the auditor’s audit plan.
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CORPORATE GOVERNANCE REPORT (continued)

Remuneration Committee

The terms of reference of the Remuneration Committee was revised in
compliance with the Code of the Listing Rules in 2012. The Remuneration
Committee comprises two INEDs, namely Mr. Feng Nien Shu and Mr. Lui
Siu Tsuen, Richard, and the deputy chairman of the Company, namely Mr.
Lau Tom Ko Yuen, and meets at least once a year. Mr. Feng Nien Shu was
appointed as the chairman of the Remuneration Committee to replace
Mr. Lau Tom Ko Yuen who remained as a member of the Remuneration
Committee with effect from 28 March 2012.

The role and function of the Remuneration Committee include
formulation of the remuneration policy, review and recommending to the
Board the annual remuneration policy, and determination of the
remuneration of the executive directors. The Remuneration Committee
has adopted the model under the Code to determine, with delegated
responsibility, the remuneration packages of individual executive directors
and senior management. The directors are remunerated with reference to
their respective duties and responsibility with the Company, the
Company’s performance and current market situation.

Set out below is the summary of work done in 2012:

—  to review of the remuneration policy; and

—  to approve the remuneration of the executive director and review
the remuneration of non-executive directors.

Details of directors’ emoluments of the Group for the year are disclosed
in note 11 to the consolidated financial statements.

Nomination Committee

The Company established a Nomination Committee in March 2012 with
its terms of reference. The Nomination Committee comprises one
executive director, namely Mr. Cheng Hairong, and two INEDs, namely
Mr. Feng Nien Shu and Ms. Wong Lai Kin, Elsa. Mr. Cheng Hairong was
appointed as the chairman of the Nomination Committee of the
Company.
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CORPORATE GOVERNANCE REPORT (continued)
ERERRE (B)

The role and function of the Nomination Committee include reviewing
the structure, size and composition of the Board, formulating relevant
procedures for nomination of directors, identifying qualified individuals to
become members of the Board and making recommendation to the
Board on the appointment or re-appointment of directors. The
nomination should be taken into consideration of the nominee’s
qualification, ability and potential contributions to the Company.

Set out below is the summary of work done in 2012:
—  to review the structure, size and composition of Board; and

—  to review the policy and procedures for nomination of directors.

Internal Control

The Board is responsible for the internal control of the Group and for
reviewing its effectiveness. Procedures have been designed for
safeguarding assets against unauthorized use or deposition, ensure the
maintenance of proper accounting records for the provision of reliable
financial information for internal use or for publication, and ensure
compliance of applicable laws, rules and regulations. The procedures
provide reasonable but not absolute assurance against material errors,
losses or fraud.

During the year, the Company had reviewed the effectiveness of the
system of internal control of the Group including the internal control
policies. The Company engaged a professional firm to conduct a review
on the investment management of the Group and assess and identify
significant weaknesses in relevant financial procedures, systems and
internal controls of the Group.
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CORPORATE GOVERNANCE REPORT (continued)

Auditor's Remuneration

The fees paid/payable to the Company’s auditor, Messrs. Deloitte Touche
Tohmatsu during the year ended 31 December 2012 for auditing and
non-auditing services is analysed as below:

TREREME (B)

B BB 2 B &

HZE202F12A31BEFE > St ZE LIk
BZHREMARAR 2 ZEBEMEE o =R
HestfmaE N/ BN ZERSTUOT

HKS$
B 7T
Auditing ZE 700,000
Non-auditing: FEAZ B
Review of interim financial statement for the EHEHE2012FE6 308 1E6fAA 2 230,000
6 months period ended 30 June 2012 R BR B 75 R
Agreed-upon procedures on Preliminary Results HE2012F12A318IEFE 28,000
Announcement for the year ended 31 December 2012 M EB A EREF
Agreed-upon procedures on Continuing HZE2012F12A831HIEFE 38,000

Connected Transactions for the year ended FEHERS
31 December 2012 ZERRF

Directors’ Responsibility for Preparing the
Financial Statements

The directors of the Company acknowledge that it is their responsibilities
in preparing the financial statements. The statement of the auditor about
their reporting responsibilities on the financial statements is set out in the
Independent Auditor’s Report on page 30.

Company Secretary

The Company engages Ms. Fung Mei Ling as its company secretary. Its
primary corporate contact person at the Company is Mr. Yau Wing Yiu,
the financial controller of the Company.

Shareholders’ Rights

Pursuant to the Bye-Laws of the Company, the shareholders, holding at
the date of deposit of the written requisition to the Board or the company
secretary of the Company not less than one-tenth of the paid up capital
of the Company carrying the right of voting at general meetings of the
Company, may require a special general meeting to be called by the
Board for the transaction of any business specified in such requisition; and
such meeting shall be held within 2 months after the deposit of such
requisition. If within 21 days of such deposit the Board fails to proceed to
convene such meeting, the requisitionists themselves may do so.
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CORPORATE GOVERNANCE REPORT (continued)
ERERRE (B)

Shareholders who wish to move a resolution may request the Company
to convene a general meeting following the procedures set out in the
preceding paragraph. The written requisition should be signed by the
requisitionists and deposited at the head office of the Company,
specifying the shareholders’ contact details and the resolution intended to
be put forward at general meeting.

For including a resolution to propose a person for election as a director at
general meeting, shareholders are requested to follow the Bye-Laws of
the Company. A written notice signed by a shareholder (other than the
person to be proposed) duly qualified to attend and vote at the general
meeting of the Company for which such notice is given of his intention to
propose such person for election and also a written notice signed by the
person to be proposed of his willingness to be elected shall have been
lodged at the head office of the Company provided that the minimum
length of the period, during which such notices are given, shall be at least
seven days and that the period for lodgment of such notices shall
commence no earlier than the day after the dispatch of the notice of the
general meeting of the Company appointed for such election and end no
later than seven days prior to the date of such general meeting. The
written notice must state that person’s biographical details as required by
rule 13.51(2) of the Listing Rules. The procedures for shareholders of the
Company to propose a person for election as a director is posted on the
Company’s website.

Shareholders should direct their questions about their shareholdings to
the Company’s registrar. Shareholders and the investment community
may at any time make a request for the Company’s information to the
extent that such information is publically available. Shareholders may also
make enquiries to the Board by writing to the company secretary at the
Company’s head office in Hong Kong at Suite 2701, Shui On Center, 6-8
Harbour Road, Wanchai, Hong Kong.
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CORPORATE GOVERNANCE REPORT (continued)

Shareholder Communication and Investor
Relations

The objective of shareholder communication is to provide our
shareholders with detailed information about the Company so that they
can exercise their rights as shareholders in an informed manner.

The Company uses a range of communication tools to ensure its
shareholders are kept well informed of key business imperatives. These
include annual general meeting, annual report, various notices,
announcements and circulars. Procedure for voting by poll has been read
out by the chairman at the general meeting.

At the annual general meeting held in 2012, a separate resolution was
proposed by the chairman in respect of each separate issue, including re-
election directors and were voted by poll. The Company appointed the
share registrar of the Company to act as scrutineer of the poll to ensure
that votes cast are properly counted and recorded. The results of the poll
were announced in accordance with the Listing Rules.

During the year, there had been no significant change in the Company’s
constitutional documents.
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INDEPENDENT AUDITOR’S REPORT
B AR &

Deloitte.
=)

TO THE MEMBERS OF PROSPERITY INVESTMENT HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Prosperity
Investment Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 32 to 111,
which comprise the consolidated statement of financial position as at 31
December 2012, and the consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Directors’ Responsibility for the Consolidated
Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as
a body, in accordance with Section 90 of the Bermuda Companies Act,
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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INDEPENDENT AUDITOR'S REPORT (continued)

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s
preparation of 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 Group as at 31 December 2012, and of
the Group’s loss and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
27 March 2013
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FEEEBER

For the yearended 31 December2012 & ZE20124 12 31 H IF F /&

2012 2011
Notes HK$'000 HK$'000
Kt &t THET FAT
Turnover — gross proceeds EEESRIELARE 6 16,062 72,022
Revenue WA 6 9,807 14,105
Other income H b Y A 7 20 2,343
Other gains and losses H W %5 K B 18 8 5,316 (40,605)
Administrative expenses THRX (14,028) (13,132)
Investment management expenses WEEBHRX (3,600) (3,825)
Share of profit of associates BAEEERRRT 1,956 —
Loss before tax CROEIN SR ] (529) (41,114)
Income tax credit FrigHiE R 9 = 48
Loss for the year, attributable to owners ViN/NETE ¥ =Ny L
of the Company REEBIE 10 (529) (41,066)
Other comprehensive income (expense) H#i2EK A (BxX)
Fair value change of: NEEED
— debt component of convertible notes — A MEERZEEE
(included in available-for-sale B GIARIHEERE)
investments) = (278)
— other available-for-sale investments —HMaftHERE 3,754 (15,014)
Reclassification adjustment upon disposal REERHEE
of available-for-sale investments KEZEH DA (13,484) 4,950
Reclassification adjustment upon redemption A B B A] # X = 45 7 & 5
of convertible notes DERAE = (2,916)
Reclassification adjustment upon impairment R 5t A] {1 & 1% & #E 2R
loss recognised in respect of BEEREEHSHAFHE
available-for-sale investments 16(iii) 3,978 15,985
Reclassification adjustment upon REBEE—FWERA
disposal of an available-for-sale investment HEJHRIEREZ
through disposal of a subsidiary B AR 26 (5,658) =
Reclassification adjustment of REE—RHBARZ
translaltign reserve upon disposal of 0E 5 LS S S R
a subsidiary 26 (198) =
Exchange differences arising on translation MEBIINEREEZ
of foreign operation M 5 Z 5 (25) 223
Other comprehensive (expense) income AEFEEME2E(FAX)
for the year WA (11,633) 2,950
Total comprehensive expense for the year, ViN/NETE ¥ =N X el N S
attributable to owners of the Company >HAXBE (12,162) (38,116)
Loss per share FREE 13
— Basic (HK$) —ER(ET) 0.001 0.06
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
RERBARRE

At31December2012 2012412 A31H

33

2012 2011
Notes HK$’000 HK$'000
i3 FET FAET
Non-current assets JEMEEE
Plant and equipment = & 5% 14 579 902
Interests in associates RN e 15 1,607 186
Available-for-sale investments AHHEERE 16 103,800 181,205
Loans to associates B ENEIN= 17 — 12,095
Loan note receivable EREREE 19 45,689 =
Other asset EMEE = 150
151,675 194,538
Current assets MEVEE
Loans to associates MEE N ER 17 37,926 46,557
Convertible notes receivable FE UL 7] A AR Z 4% 18 9,109 —
Embedded derivatives in convertible notes MR ERE RS
PTETA 18 780 —
Held-for-trading listed equity investments BIEES EFTRAKE 20 26,244 27,329
Amount due from a related company JE U — A B 38 A B B 21 343 343
Other receivables H th pE W AR 18 22 38,008 8,020
Cash held by securities brokers BERLBBE 2R ® 2,530 7,883
Bank balances and cash RITHEBRIR S 19,237 13,932
134,177 104,064
Current liabilities mENAEE
Accruals EztaE 1,060 1,551
Amount due to an associate & — B & A B FRIE 15 = 27
1,060 1,648
Net current assets MEBEEFE 133,117 102,416
Net assets BEFE 284,792 296,954
Capital and reserves BRI
Share capital A& X 23 17,814 17,814
Reserves B 266,978 279,140
Total equity f& AR 488 284,792 296,954
Net asset value per share (HK$) FREEFECET) 24 0.40 0.42

FERNEFINMNEZHEETBHREE R2013
FIA27HEEST SR AENEETE W
THMALTREESE:

The consolidated financial statements on pages 32 to 111 were approved
and authorised for issue by the Board of Directors on 27 March 2013 and
are signed on its behalf by:

Lau Tom Ko Yuen Z|Z 8
DIRECTOR &%

Cheng Hairong f%/&4%
DIRECTOR &%
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
RERmEE R

Forthe yearended 31 December 2012 & Z 20124 12 A31 H iF F /&

Investment revaluation

reserve
REER-HE
Debt Other
portion of  available-
Share Share convertible for-sale Contributed Translation Accumulated Total
capital premium notes investments surplus reserve losses equity
TRRRE Hitgay it
BE ROEE ZEHDE HERE BaRN EILRG RitEE REEE
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
FHET FHET FET FET FET TET TET FET
(Note)
(Hizt)
. __________________________________________________________________________________________________________________________________________|
At 1 January 2011 R2011E1A1H 17,949 120,294 3,194 9,093 291,670 — (105,406) 336,794
Loss for the year REEEIE — — — — — — (41,066)  (41,066)
Fair value changes in available- AHEEREZ
for-sale investments NEEEE — — (278) (15,014) — — —  (15,292)
Reclassification adjustment upon P[],/ & 7] it H &
redemption/disposal of BEZENHDERAE
available-for-sale investments — — (2,916) 4,950 — — — 2,034
Reclassification adjustment upon WA EE At HH E 1R E
impairment loss recognised BRAEBER
in respect of available-for-sale BFHEAE
investments — — — 15,985 — — — 15,985
Exchange difference arising from &N £ 7 & 4
translation of foreign operation 2 [& 3 £ %8 - — - - — 223 — 223
Total comprehensive (expense) AEE2AERER)
income for the year LONX: — — (3,194) 5,921 — 223 (41,066)  (38,116)
Shares repurchased and cancelled 5 2] 2 &% 85 i 1 (135) — — — (1,589) — — (1,724)
At 31 December 2011 2011412 A31H 17,814 120,294 — 15,014 290,081 223 (146,472) 296,954
Loss for the year REEBE — — — — — — (529) (529)
Fair value changes in available-for- aJ {1 &% & 2
sale investments NEEEE — — — 3,754 — — — 3,754
Reclassification adjustment upon A HE A HERE
disposal of available-for-sale ZENDBEAR
investments — — — (13,484) — — —  (13,484)
Reclassification adjustment upon WA EL At HH £ E
impairment loss recognised in HRREEER
respect of available-for-sale MO BAE
investments (note 16(iif)) (Bt 3% 16(ii) — — — 3,978 — — — 3,978
Reclassification adjustment upon 7245 i ) & — T &
disposal of an available-for-sale NEIHEAEEE
investment through disposal of BEZEN D ERAE
a subsidiary (note 26) (5t 26) — — — (5,658) — — (5,658)
Reclassification adjustment of REE—RHBAR
translation reserve upon disposal 2 [ i, & & #
of a subsidiary (note 26) SRR (M it26) — — — — — (198) (198)
Exchange difference arising from 2 Z BN ETEE L
translation of foreign operation ZERZER — — — — — (25) — (25)
Total comprehensive expense REF2EMY
for the year BE — — — (11,410) — (223) (529)  (12,162)
At 31 December 2012 R2012412A831H 17,814 120,294 — 3,604 290,081 — (147,001) 284,792
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (continued)

GEREREER(E)

Forthe yearended 31 December2012 & £2012F 12 H31 H 1 FZ

Note: Contributed surplus of the Group represents:

0]

(i)

the difference between the nominal value of the shares issued by the
Company and the aggregate of the nominal value of the share capital
and share premium of GR Investment Holdings Limited (“GRIH") at
the time when GRIH was acquired by the Company pursuant to a
group reorganisation completed in 2001, and

the excess of the consideration paid over the nominal value of the
shares repurchased and cancelled in 2011

Wit - RS E 2 B &S -

(i)

(i)

REFEEBERAG ([ EERE]) IR
HEIR2001E e X 2 E B EH KA L
A Y BB RN 2 Al B BT AR 7 E (8
SR EI Rz B EE R 155 B AR
BRCERE R

E N B L2011 4F B K 7T 14
ZRtnZ HiE
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CONSOLIDATED STATEMENT OF CASH FLOWS

nVT\ IE%/)ILE%:{

Forthe yearended 31 December2012 #; Z20124F 12 31 H IF F/&

2012 2011
Note HK$'000 HK$'000
K it FTERT FAT
OPERATING ACTIVITIES RETH
Loss before tax R A AT 18 (529) (41,114)
Adjustments for: BATIEEEHAE:
Depreciation of plant and equipment B R EREITE 323 319
Fair value change of embedded derivatives AMEREREZNEITE
in convertible notes TEZRAFEE 750 —
Fair value change of held-for-trading BFEEELMRAKRE
listed equity investments ZNFEEES 2,082 13,007
Gain on disposal of subsidiaries HERB ARz WS (6,577) (1,370)
Net (gain) loss on disposal of HERHEHEREZ
available-for-sale investments (M) 518558 (13,484) 4,950
Gain on redemption of convertible notes HE O] AT R A =R 2 W s — (2,916)
Impairment loss on interest in RS AR R
an associate ZBEBE 435 —
Impairment loss on other asset Hih & E 2 R ERE 150 —
Impairment loss recognised in respect of A SR EER
available-for-sale investments B EBE 11,478 26,934
Interest income FE WA (6,974) (589)
Script dividend income PARR A B A (1,074) —
Share of profit of associates BEH R R am A (1,956) —
Operating cash flows before movements EELECEHR 2 LE
in working capital RenE (15,376) (779)
(Increase) decrease in held-for-trading BEEE FMRAKE
listed equity investments (g m)m A (997) 19,846
Decrease in amounts due from JE W R s A R RIEDRL
related companies — 63
Increase in other receivables H to JE Y BR TE 1S A0 (1,313) (75)
Decrease in accruals FEET & &R (491) (1,112)
Increase in loan receivable JiE WL B ZR 45 An = (25,965)
Cash used in operations KeEFmARE (18,177) (8,022)
Hong Kong Profits Tax refunded REFENEBR = 1,145
NET CASH USED IN OPERATING RETDIERTFH
ACTIVITIES (18,177) (6,877)
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CONSOLIDATED STATEMENT OF CASH FLOWS (continued)
RERERER (E)

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

2012 2011
Note HK$'000 HK$'000
B it FTET FAT
-
INVESTING ACTIVITIES REED
Repayment from an associate — A B & R A E R 21,480 —
Proceeds on disposal and redemption of B ERER A4 E
available-for-sale investments "EZFBRIE 20,953 21,608
Disposal of subsidiaries HEK B A A 26 12,002 (145)
Interest received 2 F E 2,345 334
Purchase of plant and equipment HWEWE L& — (62)
Earnest money deposits for EBEREERZ
potential investment projects paid HE e (28,000) (5,000)
Purchase of convertible notes HBEABRRKRREE (10,000) —
Purchase of available-for-sale investments BEAHEEKRE (621) (59,515)
Loan to an associate m—HEEAREXR (5) (5,856)

NET CASH FROM (USED IN) INVESTING BRETHMEB(FE)ES

ACTIVITIES F 18,154 (48,636)
CASH FLOWS USED IN A FINANCING METHMERESRE

ACTIVITY

Payment on repurchase of shares B 0] I 1 1<F 3% — (1,724)
NET DECREASE IN CASH AND CASH BeREERELEAR

EQUIVALENTS WD FE (23) (57,237)
CASH AND CASH EQUIVALENTS M1B1BZEHERE

AT 1 JANUARY BE4ER 21,815 78,829
EFFECT OF FOREIGN EXCHANGE ERSH 2L

RATE CHARGE (25) 223
CASH AND CASH EQUIVALENTS R12A3MBZHER

AT 31 DECEMBER ZHEBELEE 21,767 21,815
REPRESENTED BY 5
Bank balances and cash RITHEB MRS 19,237 13,932
Cash held by securities brokers BHEELBERAZR® 2,530 7,883

21,767 21,815
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

RE B WM

For the yearended 31 December2012 & ZE20124 12 31 H IF F /&

General

Prosperity Investment Holdings Limited (the “Company”) is
incorporated in Bermuda as an exempted company with limited
liability and its shares are listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). The addresses of the
registered office and principal place of business of the Company are
disclosed in the section “Corporate Information” to the annual
report.

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

The Company acts as an investment holding company and the
principal activities of its principal subsidiaries are set out in note 30.

Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs")

Amendments to Standards applied in the
current year

In the current year, the Group has applied, for the first time, the
following amendments to HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA").

Amendments to HKAS 12 Deferred Tax: Recovery of Underlying
Asset; and
Amendments to HKFRS 7 Financial Instruments: Disclosures

— Transfers of Financial Assets.

The application of the amendments to HKFRSs in the current year
has had no material impact on the Group’s financial performance
and positions for the current and prior years and/or on the
disclosures set out in these financial statements.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
8 B B Rk M ot ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

Application of New and Revised Hong 2. ERAFHIRKEITEERY
Kong Financial Reporting Standards BHREER ([EBYBER
(“HKFRSs") (continued) HZEA]) @)
New and revised HKFRSs issued but not yet EEMESRERZHFET R
effective KAEE] B B MK 3RS %A
The Group has not early applied the following new and revised AREFEHAIEEERTICEHREN
HKFRSs that have been issued but are not yet effective: RAEBZ T MEETEEY B RE
AR
Amendments to HKFRSs Annual Improvements to EEVBERE 2009F £ 20114
HKFRSs 2009-2011 Cycle' ERIZERT BEEBMB
HELER 2
F e’
Amendments to HKFRS 7 Disclosures — Offsetting Financial EAVBEREELN BE—FHKEE
Assets and Financial Liabilities' BT 21EET kG BAREZ
HRE
Amendments to HKFRS 9 Mandatory Effective Date of HKFRS 9 EEVBERELED EAMERELE]
and HKFRS 7 and Transition Disclosures® B KRB 25955k 2 5& 1%

B i R 2 A AMB R
FTm2IEFT B EE
Amendments to HKFRS 10, Consolidated Financial Statements, EEVKRELED GEMEHRE
HKFRS 11 and HKFRS 12 Joint Arrangements and Disclosure F105 &5 HRAZHER
of Interests in Other Entities: B 7% 5 45 2 B REMERE
Transition Guidance' BENHEREB B HE
B 15 TR 5 2 A wEMES
F125% 2185
Amendments to HKFRS 10, Investment Entities EBEVBERELED REERE?
HKFRS 12 and HKAS 27 E105% - BB
W mEER
F1RHEREB
2 EERIE 2798
Z1ERT
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

REBBRRMEE

(&)

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

Application of New and Revised Hong
Kong Financial Reporting Standards
("H KFRSS") (continued)

New and revised HKFRSs issued but not yet

effective (continued)

HKFRS 9

HKFRS 10
HKFRS 11
HKFRS 12
HKFRS 13

HKAS 19
(as revised in 2011)

HKAS 27
(as revised in 2011)

HKAS 28
(as revised in 2011)

Amendments to HKAS 1
Amendments to HKAS 32

HK(IFRIC)-Int 20

2013.
2014,

2015.

Financial Instruments?
Consolidated Financial Statements'
Joint Arrangements'

Disclosure of Interests in
Other Entities’
Fair Value Measurement'

Employee Benefits'

Separate Financial Statements'

Investments in Associates and
Joint Ventures'

Presentation of Items of
Other Comprehensive Income’

Offsetting Financial Assets and
Financial Liabilities?

Stripping Costs in the Production
Phase of a Surface Mine'

Effective for annual periods beginning on or after 1 January

Effective for annual periods beginning on or after 1 January

Effective for annual periods beginning on or after 1 January

Effective for annual periods beginning on or after 1 July 2012.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

Application of New and Revised Hong
Kong Financial Reporting Standards
("H KFRSS") (continued)

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. HKFRS 9
amended in 2010 includes the requirements for the classification
and measurement of financial liabilities and for derecognition.

HKFRS 9 requires recognised financial assets that are within the
scope of HKAS 39 Financial Instruments: Recognition and
Measurement to be subsequently measured at amortised cost or
fair value. Specifically, debt investments that are held within a
business model whose objective is to collect the contractual cash
flows, and that have contractual cash flows that are solely payments
of principal and interest on the principal outstanding are generally
measured at amortised cost at the end of subsequent accounting
periods. All other debt investments and equity investments are
measured at their fair values at the end of subsequent reporting
periods. In addition, under HKFRS 9, entities may make an
irrevocable election to present subsequent changes in the fair value
of an equity investment (that is not held-for-trading) in other
comprehensive income, with only dividend income generally
recognised in profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

™~ A
W\

AR BHwRMEE ()

Fortheyearended37 December2012 & ZE20124 12 31 H IFF/E

Application of New and Revised Hong
Kong Financial Reporting Standards
("H KFRSS") (continued)

HKFRS 9 Financial Instruments (continued)

HKFRS 9 is effective for annual periods beginning on or after 1
January 2015, with earlier application permitted.

The adoption of HKFRS 9 in the future will have significant impact
on the classification and measurement of the Group’s available-for-
sale investments and may affect the classification and measurement
of the Group’s other financial assets but not on financial liabilities.
In the opinion of directors of the Company, it is not practicable to
provide a reasonable estimate of the effect until a detailed review
has been completed.

New and revised standards on consolidation,
joint arrangements, associates and disclosures

In June 2011, a package of five standards on consolidation, joint
arrangements, associates and disclosures was issued, including
HKFRS 10, HKFRS 11, HKFRS 12, HKAS 27 (as revised in 2011) and
HKAS 28 (as revised in 2011).

HKFRS 12 is a disclosure standard and is applicable to entities that
have interests in subsidiaries, joint arrangements, associates and/or
unconsolidated structured entities. In general, the disclosure
requirements in HKFRS 12 are more extensive than those in the
current standards.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z2012%F 12 431 H IF F/E

Application of New and Revised Hong
Kong Financial Reporting Standards
("H KFRSS") (continued)

New and revised standards on consolidation,
joint arrangements, associates and disclosures

(continued)

In July 2012, the amendments to HKFRS 10, HKFRS 11 and HKFRS
12 were issued to clarify certain transitional guidance on the
application of these five HKFRSs for the first time.

These five standards, together with the amendments relating to the
transitional guidance, are effective for annual periods beginning on
or after 1 January 2013 with earlier application permitted provided
that all of these standards are applied at the same time.

The directors anticipate that the application of these five standards
will have no material effect on amounts reported in the consolidated
financial statements. The application of HKFRS 12 may result in
more extensive disclosures in the consolidated financial statements.

Amendments to HKFRS 10, HKFRS 12 and
HKAS 27 Investment Entities

The amendments to HKFRS 10 introduce an exception to
consolidating subsidiaries for an investment entity, except where the
subsidiaries provide services that relate to the investment entity’s
investment activities. Under the amendments to HKFRS 10, an
investment entity is required to measure its interests in subsidiaries
at fair value through profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

Application of New and Revised Hong
Kong Financial Reporting Standards
("H KFRSS") (continued)

Amendments to HKFRS 10, HKFRS 12 and
HKAS 27 Investment Entities (continued)

To qualify as an investment entity, certain criteria have to be met.
Specifically, an entity is required to:

. obtain funds from one or more investors for the purpose of
providing them with professional investment management
services;

. commit to its investor(s) that its business purpose is to invest
funds solely for returns from capital appreciation, investment
income, or both; and

° measure and evaluate performance of substantially all of its
investments on a fair value basis.

Consequential amendments to HKFRS 12 and HKAS 27 have been
made to introduce new disclosure requirements for investment
entities.

The amendments to HKFRS 10, HKFRS 12 and HKAS 27 are
effective for annual periods beginning on or after 1 January 2014,
with early application permitted. The directors anticipate that the
application of the amendments will have significant effect on the
Group which qualifies as an investment entity. The Group will be
required to measure its interests in subsidiaries at fair value through
profit or loss and the application of the amendments will result in
more extensive disclosure in the consolidated financial statements.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

Application of New and Revised Hong
Kong Financial Reporting Standards
("H KFRSS") (continued)

HKFRS 13 Fair Value Measurement

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

HKFRS 13 is effective for annual periods beginning on or after 1
January 2013, with earlier application permitted. The directors
anticipate that the application of the new standard may affect
certain amounts reported in the consolidated financial statements
and result in more extensive disclosures in the consolidated financial
statements.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

Application of New and Revised Hong
Kong Financial Reporting Standards
("H KFRSS") (continued)

Amendments to HKAS 1 Presentation of Items
of Other Comprehensive Income

The amendments to HKAS 1 Presentation of Items of Other
Comprehensive Income introduce new terminology for the
statement of comprehensive income and income statement. Under
the amendments to HKAS 1, a “statement of comprehensive
income” is renamed as a “statement of profit or loss and other
comprehensive income”. The amendments to HKAS 1 retain the
option to present profit or loss and other comprehensive income in
either a single statement or in two separate but consecutive
statements. However, the amendments to HKAS 1 require items of
other comprehensive income to be grouped into two categories: (i)
items that will not be reclassified subsequently to profit or loss; and
(ii) items that may be reclassified subsequently to profit or loss when
specific conditions are met. Income tax on items of other
comprehensive income is required to be allocated on the same
basis—the amendments do not change the option to present items
of other comprehensive income either before tax or net of tax.

The amendments to HKAS 1 are effective for annual periods
beginning on or after 1 July 2012. The presentation of items of
other comprehensive income will be modified accordingly when the
amendments are applied in future accounting periods.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

Significant Accounting Policies

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards issued
by the HKICPA. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing the
Listing of Securities on the Stock Exchange of Hong Kong Limited
(the "Listing Rules”) and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the
historical cost basis except for certain financial instruments that are
measured at fair values, as explained in the accounting policies set
out below. Historical cost is generally based on the fair value of the
consideration given in exchange for goods.

The principal accounting policies are set out below:

Basis of consolidation

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

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

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies in line with those
used by other members of the Group.

All intra-group transactions, balances, income and expenses are
eliminated in full on consolidation.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
e R (R

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

Significant Accounting Policies (continued)

Basis of consolidation (continued)

When the Group loses control of a subsidiary, it (i) derecognises the
assets (including any goodwill) and liabilities of the subsidiary at
their carrying amounts at the date when control is lost, (ii)
derecognises the carrying amount of any non-controlling interests
in the former subsidiary at the date when control is lost (including
any components of other comprehensive income attributable to
them), and (iii) recognises the aggregate of the fair value of the
consideration received and the fair value of any retained interest,
with any resulting difference being recognise as a gain or loss in
profit or loss attributable to the Group. When assets of the
subsidiary are carried at revalued amounts or fair values and the
related cumulative gain or loss has been recognised in other
comprehensive income and accumulated in equity, the amounts
previously recognised in other comprehensive income and
accumulated in equity are accounted for as if the Group had directly
disposed of the related assets (i.e. reclassified to profit or loss or
transferred directly to retained earnings as specified by applicable
HKFRSs). The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded as the fair
value on initial recognition for subsequent accounting under HKAS
39 Financial Instruments: Recognition and Measurement or, when
applicable, the cost on initial recognition of an investment in an
associate or a jointly controlled entity.

Investments in associates

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

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 # =20124 12 A31 H IF F &

Significant Accounting Policies (continued)

Investments in associates (continued)

The results and assets and liabilities of associates are incorporated in
these consolidated financial statements using the equity method of
accounting. The financial statements of associates used for equity
accounting purposes are prepared using uniform accounting policies
as those of the Group for like transactions and events in similar
circumstances. For associates using accounting policies that differ
from those of the Group for like transactions and events in similar
circumstances, appropriate adjustments have been made to confirm
the associates’ accounting policies to those of the Group. Under the
equity method, investments in associates are initially recognised in
the consolidated statement of financial position at cost and adjusted
thereafter to recognise the Group’s share of the profit or loss and
other comprehensive income of the associates. When the Group’s
share of losses of an associate equals or exceeds its interest in that
associate (which includes any long-term interests that, in substance,
form part of the Group’s net investment in the associate), the Group
discontinues recognising its share of further losses. Additional losses
are recognised only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of that
associate.

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

Any excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over the cost
of acquisition, after reassessment, is recognised immediately in
profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
e R (R

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&
3. Significant Accounting Policies (continved)

Investments in associates (continued)

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

Upon disposal of an associate that results in the Group losing
significant influence over that associate, the Group accounts for all
amounts previously recognised in other comprehensive income in
relation to that associate on the same basis as would be required if
that associate had directly disposed of the related assets or
liabilities. Therefore, if a gain or loss previously recognised in other
comprehensive income by that associate would be reclassified to
profit or loss on the disposal of the related assets or liabilities, the
Group reclassifies the gain or loss from equity to profit or loss (as a
reclassification adjustment) when it loses significant influence over
that associate.

When a group entity transacts with its associate, profits and losses
resulting from the transactions with the associate are recognised in
the Group’s consolidated financial statements only to the extent of
interests in the associate that are not related to the Group.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

Significant Accounting Policies (continued)

Revenue recognition

Dividend income from investments is recognised when the Group’s
rights to receive payment have been established provided that it is
probable that the economic benefits will flow to the Group and the
amount of revenue can be measured reliably.

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the Group and the
amount of income can be measured reliably. Interest income from a
financial asset is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to that
asset’s net carrying amount on initial recognition.

Plant and equipment

Plant and equipment are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses, if any.

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

An item of plant and equipment is derecognised upon disposal or
when no future economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on the disposal
or retirement of an item of plant and equipment is determined as
the difference between the sales proceeds and the carrying amount
of the asset and is recognised in profit or loss.

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the lessee. All other leases are classified as operating leases.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
e R (R

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&
3. Significant Accounting Policies (continved)

The Group as lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term. Contingent rentals arising
under operating leases are recognised as an expense in the period
in which they are incurred.

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme are charged as
an expense when employees have rendered service entitling them
to the contributions.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in the respective functional
currency (i.e. the currency of the primary economic environment in
which the entity operates) at the rates of exchanges prevailing on
the dates of the transactions. At the end of the reporting period,
monetary items denominated in foreign currencies are retranslated
at the rates prevailing at that date. Non-monetary items carried at
fair value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when the fair value
was determined. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in profit
or loss in the period in which they arise. Exchange differences
arising on the retranslation of non-monetary items carried at fair
value are included in profit or loss for the period.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group operations are
translated into the presentation currency of the Group (i.e. Hong
Kong dollars) using the exchange rate prevailing at the end of each
reporting period. Income and expenses items are translated at the
average exchange rates for the year. Exchange differences arising, if
any, are recognised in other comprehensive income and
accumulated in equity under the heading of translation reserve.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 # =20124 12 A31 H IF F &

Significant Accounting Policies (continued)

Foreign currencies (continued)

On the disposal of a foreign operation (i.e. a disposal of the Group’s
entire interest in a foreign operation, or a disposal involving loss of
control over a subsidiary that includes a foreign operation, or a
disposal involving loss of significant influence over an associate that
includes a foreign operation), all of the exchange differences
accumulated in equity in respect of that operation attributable to
the owners of the Company are reclassified to profit or loss. In
addition, in relation to a partial disposal of a subsidiary that does
not result in the Group losing control over the subsidiary, the
proportionate share of accumulated exchange differences are re-
attributed to non-controlling interests and are not recognised in
profit or loss. For all other partial disposals (i.e. partial disposals of
associates that do not result in the Group losing significant
influence), the proportionate share of the accumulated exchange
differences is reclassified to profit or loss.

Taxation

Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit before tax as reported in the
consolidated statement of comprehensive income because it
excludes items of income or expense that are taxable or deductible
in other years and it further excludes items that are never taxable or
deductible. The Group’s liability for current tax is calculated using
tax rates that have been enacted or substantively enacted by the
end of the reporting period.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
e R (R

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

Significant Accounting Policies (continued)

Taxation (continued)

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

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
associates, except where the Group is able to control the reversal of
the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences associated with
such investments are only recognised to the extent that it is
probable that there will be sufficient taxable profits against which
to utilise the benefits of the temporary differences and they are
expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of
the reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all
or part of the asset to be recovered.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 # =20124 12 A31 H IF F &

Significant Accounting Policies (continued)

Taxation (continued)

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply in the period in which the liability is settled or
the asset is realised, based on tax rate (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which the
Group expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities.

Current and deferred tax is recognised in profit or loss, except when
it relates to items that are recognised in other comprehensive
income or directly in equity, in which case, the current and deferred
tax is also recognised in other comprehensive income or directly in
equity respectively.

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities (other
than financial assets or financial liabilities at fair value through profit
or loss) are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

Significant Accounting Policies (continued)

Financial instruments (continued)

Financial assets

The Group’s financial assets are classified into one of the three
categories, including financial assets at fair value through profit or
loss (“FVTPL"), loans and receivables and available-for-sale financial
assets. The classification depends on the nature and purpose of the
financial assets and is determined at the time of initial recognition.
All regular way purchases or sales of financial assets are recognised
and derecognised on a trade date basis. Regular way purchases or
sales are purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation or
convention in the marketplace.

Effective interest method

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

Interest income is recognised on an effective interest basis for debt
instruments other than those financial assets classified as at FVTPL,
of which interest income is included in net gains or losses.

Financial assets at fair value through profit or loss

Financial assets at FVTPL include held-for-trading listed equity
investments.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

Significant Accounting Policies (continued)

Financial instruments (continued)

Financial assets (continued)
Financial assets at fair value through profit or loss (continued)

A financial asset is classified as held-for-trading if:

o it has been acquired principally for the purpose of selling in
the near future; or

] it is a part of an identified portfolio of financial instruments
that the Group manages together and has a recent actual
pattern of short-term profit-taking; or

o it is a derivative that is not designated and effective as a
hedging instrument.

Financial assets at FVTPL are measured at fair value, with changes in
fair value arising from re-measurement recognised directly in profit
or loss in the period in which they arise. The net gain or loss
recognised in profit or loss excludes any dividend or interest earned
on the financial assets and is included in the turnover line item in
the consolidated statement of comprehensive income. Fair value is
determined in the manner described in note 32c.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including
loans to associates, convertible notes receivable, loan note
receivable, amount due from a related company, other receivables,
cash held by securities brokers and bank balances and cash), are
carried at amortised cost using the effective interest method, less
any identified impairment losses (see accounting policy on
impairment loss on financial assets below).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

RE BB ERRMEE ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

Significant Accounting Policies (continued)

Financial instruments (continued)

Financial assets (continued)
Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated or not classified as financial assets at FVTPL, loans and
receivables or held-to-maturity investments.

Equity securities held by the Group that are classified as available-
for-sale and are traded in an active market are measured at fair
value at the end of each reporting period. Changes in the carrying
amount of available-for-sale monetary financial assets relating to
dividends on available-for-sale equity investments are recognised in
profit or loss. Other changes in the carrying amount of available-for-
sale financial assets are recognised in other comprehensive income
and accumulated under the heading of investments revaluation
reserve. When the investment is disposed of or is determined to be
impaired, the cumulative gain or loss previously accumulated in the
investments revaluation reserve is reclassified to profit or loss (see
the accounting policy in respect of impairment loss on financial
assets below).

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

For available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot be
reliably measured, they are measured at cost less any identified
impairment losses at the end of the reporting period (see
accounting policy on impairment loss on financial assets below).

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for
indicators of impairment at the end of each reporting period.
Financial assets are considered to be impaired where there is
objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the
estimated future cash flows of the financial assets have been
affected.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

Significant Accounting Policies (continued)

Financial instruments (continued)

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

For an available-for-sale equity investment, a significant or
prolonged decline in the fair value of that investment below its cost
is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment could
include:

o significant financial difficulty of the issuer or counterparty; or

. breach of contract, such as default or delinquency in interest
and principal payments; or

o it becoming probable that the borrower will enter bankruptcy
or financial re-organisation; or

o the disappearance of an active market for that financial asset
because of financial difficulties.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future cash
flows discounted at the original effective interest rate.

For financial assets carried at cost, the amount of the impairment
loss is measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar financial
asset. Such impairment loss will not be reversed in subsequent
periods.

When an available-for-sale financial asset is considered to be
impaired, cumulative gains or losses previously recognised in other
comprehensive income are reclassified to profit or loss in the period
in which the impairment takes place.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

Significant Accounting Policies (continued)

Financial instruments (continued)

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

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

Impairment losses on available-for-sale equity investments will not
be reversed through profit or loss in subsequent periods. Any
increase in fair value subsequent to impairment loss is recognised
directly in other comprehensive income and accumulated in
investment revaluation reserve.

Financial liabilities and equity instruments

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

Equity instruments

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

Repurchase of the Company’s own equity instruments is recognised
and deducted directly in equity. No gain or loss is recognised in
profit or loss on the purchase, sale or cancellation of the Company’s
own equity instruments.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

Significant Accounting Policies (continued)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Effective interest method

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

Interest expense is recognised on an effective interest basis.

Financial liabilities

Financial liabilities including amount due to an associate are
subsequently measured at amortised cost, using the effective
interest method.

Embedded derivatives

Derivatives embedded in non-derivative host contracts are treated
as separate derivatives when they meet the definition of a
derivative, their risks and characteristics are not closely related to
those of the host contracts, and the host contracts are not
measured at fair value with changes in fair value recognised in profit
or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&
Significant Accounting Policies (continued)

Financial instruments (continued)

Derecognition

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

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative gain or
loss that had been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

The Group derecognises financial liabilities when, and only when,
the Group’s obligations are discharged, cancelled or expire. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised
in profit or loss.

Key Sources of Estimation Uncertainty

In the application of the Group’s accounting policies, which are
described in note 3, the directors of the Company are required to
make various estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based
on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

Key Sources of Estimation Uncertainty
(continued)

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

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

Estimated impairment of available-for-sale
investments

In determining whether there is objective evidence of impairment in
relation to the Group’s available-for-sale investments in listed equity
securities and unlisted equity securities, the Group takes into
consideration of various factors as follows:

For available-for-sale investments in listed equity securities, the
Group considers any significant or prolonged decline in the market
prices or valuation below the respective costs. As at 31 December
2012, the carrying amount of these investments is HK$43,393,000
(2011: HK$97,696,000). The directors performed impairment
assessment of these investments and an impairment loss of
HK$3,978,000 (2011: HK$15,985,000) was recognised in profit or
loss.

For available-for-sale investments in unlisted equity securities, the
Group considers the current market environment and
circumstances. Impairment is recognised based on the present value
of estimated future cash flows discounted at the current market
rate of return for a similar asset. Where the actual future cash flows
are less than expected, a material impairment loss may arise. As at
31 December 2012, the carrying amount of these investments was
HK$60,407,000 (2011: HK$83,509,000). The directors performed
impairment assessment of these investments and an impairment
loss of HK$7,500,000 (2011: HK$10,949,000) was recognised in
profit or loss.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

Key Sources of Estimation Uncertainty
(continued)

Estimated impairment of loans to associates

When there is objective evidence of impairment loss, the Group
takes into consideration the estimation of future cash flows. The
amount of the impairment loss is measured as the difference
between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that have
not been incurred) discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate computed at
initial recognition). Where the actual future cash flows are less than
expected, a material impairment loss may arise. As at 31 December
2012, the carrying amount of loans to associates is HK$37,926,000
(2011: HK$58,652,000). No allowance for doubtful debts has been
made for both years, since management is of the view that the
amounts can be recovered in full in the near future.

Segment Information

HKFRS 8 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 (“CODM"),
the Chairman of the Group, in order to allocate resources and to
assess performance. The CODM reviews the Group’s profit as a
whole, which is determined in accordance with the Group’s
accounting policies, for performance assessment and therefore no
separate segment information is prepared by the Group.

The Group’s revenue is generated from, and non-current assets are
located in, Hong Kong.
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Segment Information (continued)

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
8 B B Rk M ot ()

For the yearended 31 December2012 & Z20124 12 31 H 1k F /&

5.

Revenue from customers of the corresponding years contributing

THEER ®

RIBRFE R E A & B &K A10% A

over 10% of the total revenue of the Group are as follows: F2EBPHERZIALT ¢
2012 2011
HK$'000 HK$'000
FET FET
Investee A EXIREEAN 2,342 4,406
Borrower B? & AB? 5,408 N/A3
@A
Borrower C? fEsRAC N/A® 2,893
~E A3
Borrower D? & & AD? N/A3 2,893
A3
" Revenue from dividend income "OREREMAZ A
2 Revenue from interest on loan note receivable/loan receivable 2 REBWENEL TEWE R FLEILA

revenue of the Group

Turnover and Revenue

Turnover represents revenue of the Group an

The corresponding revenue does not contribute over 10% of the total

d the gross proceeds

from disposal of held-for-trading listed equity investments, as

follows:

7 FABIYC AL FE 1l AR EARINA 2 10% X L

EXRERBA

EEBEAEEZBARKRALER
FEELMERAREZMERALR

m

2012 2011
HK$°000 HK$'000
FHET FAT
Disposal of held-for-trading listed PERFIEFEE LMRAIEE
equity investments 6,255 57,917
Dividend income & B U A 2,834 4,996
Interest on loans receivable EUE R A — 8,523
Interest on loan note receivable EWERZER S 5,408 —
Imputed interest on loans to associates ABE RN ERGERS 749 —
Interest on convertible notes receivable JE U AT R R Z R R B (BT aF)
(Note) 816 586
16,062 72,022
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

Forthe yearended 31 December 2012 & £2012%F 12 H31 H IF FJZ

Turnover and Revenue (ontinued) 6. EEHERBA®
Revenue represents dividend income, interest on loans, loan note WAERBEWA - EFXFE - EHRE
receivable and convertible notes receivable. An analysis of the REEMEREWRATBRERF S -
Group's revenue for the year is as follows: REBAEZZWADTLT :
2012 2011
HK$'000 HK$'000
FHET FAET
-
Dividend income % B A 2,834 4,996
Interest on loans receivable B E ZH & — 8,523
Interest on loan note receivable EWERZIEF S 5,408 —
Imputed interest on loans to associates HEE AT ERGEERN S 749 —
Interest on convertible notes receivable JEM AT A R =R B (KT aE)
(Note) 816 586
9,807 14,105
Note: The amount of HK$586,000 included in comparative figures have B 5T L ¥R 21 5 7 3% A2 586,000 7T 2 1 A
been reclassified from other income to turnover and revenue to KA BT D EEEZEBRILA - X
conform with current year’s consolidated financial statements FERNFEGEMBREZ 2575
presentation. =t o
Other Income 7. HfplA
2012 2011
HK$’'000 HK$'000
FET FHET
Interest on bank deposits RITFEHRFE 1 3
Indemnity fee for pledge of asset for B E = ZIRITREVAIE
an independent third party’s banking MEEZBEBR M 1601))
facility (note 16(ii) — 2,340
Foreign exchange gain PE W2 19 _
20 2,343

PROSPERITY INVESTMENT HOLDINGS LIMITED Annual Report 2012



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
8 B B Rk M ot ()

Forthe yearended 31 December2012 & £2012F 12 H31 H 1 FZ

Other Gains and Losses 8. Hfthzm K E1E
2012 2011
HK$"000 HK$'000
FEx FHET
Net gain (loss) on disposal of HEMHHEEKREZ
available-for-sale investments W (BHR) F8 13,484 (4,950)
Impairment loss recognised in respect of RAMHBERERRZ
available-for-sale investments (note 16(iii) R {8 &8 (K 72 16(ii)) (11,478) (26,934)
Impairment loss on interest in —MEE AR S 2R E
an associate (note 15) &8 (K15t 15) (435) —
Fair value change of held-for-trading BIEEB LEMRAREZ
listed equity investments NEEEH (2,082) (13,007)
Fair value change of embedded derivatives A #IFZHR > AELTETA Y
in convertible notes NEEEE) (750) =
Gain on disposal of subsidiaries (note 26) & B R Az Wws (it 26) 6,577 1,370
Gain on redemption of convertible notes fEE T ]RRER 2 s — 2,916
5,316 (40,605)
. PA
Income Tax Credit 9. TIEHIER
2012 2011
HK$'000 HK$'000
FTET FHET
Over-provision in prior years: M FEHBEREE:
— Hong Kong Profits Tax —HBENEH = (48)
No provision for Hong Kong Profits Tax is made for both years since RN B R Z W E 5 S I A AR
there is no assessable profit for both years. SRREMN MY ERZMEFERSE

BMEAETEE
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

RE BB ERRMEE ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

Income Tax Credit (continued) 9.

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

FREHRIER#

AEEzZHRBAMEESZHKERLZ
BREERMT

E\

2012 2011
HK$’000 HK$'000
FET FAT
Loss before tax bR AT 18 (529) (41,114)
Tax at the domestic income tax rate BRI PTG T TE £ 16.5%
of 16.5% (2011: 16.5%) (20114 : 16.5%) st E 2 Fi 18 (87) (6,784)
Tax effect of expense not deductible for MBI EHRRAY 2
tax purpose Hge 2,215 5,322
Tax effect of income not taxable for MMEEMZRRBRBAZ
tax purpose Mg (3,910) (1,578)
Over-provision in respect of prior years BAEFEHBEEE — (48)
Tax effect of tax losses not recognised AMERZHBEEREZHETZE 1,807 3,040
Utilisation of tax losses previously BRI AERZFIARKIE
not recognised (25) —
— (48)

There is no significant unprovided deferred taxation at the end of
the reporting periods.

At the end of the reporting period, the Group has unused tax losses
of HK$118,715,000 (2011: HK$107,912,000) available for offset
against future profits. No deferred tax asset has been recognised
due to the unpredictability of future profit streams. Tax losses may
be carried forward indefinitely.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
8 B B Rk M ot ()

For the yearended 31 December2012 & Z20124 12 31 H 1k F /&

10. Loss for the Year 10. A EEEE
Loss for the year has been arrived at after charging the following AKEEBREENG TH&E :
items:
2012 2011
HK$'000 HK$'000
FHET FET
Directors’ emoluments (note 11) EEE (HaE11) 180 180
Other staff costs HMETHX 3,227 3,033
Retirement benefit schemes R KAE T FH 8] 3k
contributions (excluding directors) (EEBIN) 89 152
Total staff costs BETHRASHRE 3,496 3,365
Auditor's remuneration % SR BN & 700 600
Depreciation of plant and equipment BB KR EITE 323 319
Impairment loss on other asset HEEZREEE 150 —
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

11. Directors’ Emoluments MBS
The emoluments paid or payable to each of the 5 (2011: 5) directors Bk F54L(20114F : 5u)EH
were as follows: ZEBZHMEWT
Retirement
benefit
Directors’ scheme
fees contributions Total
EARER
EEwS B R F
HK$'000 HK$'000 HK$'000
FHTT T T FAT
[
Year ended 31 December 2012 B ZE2012F12831H
IHEE
Executive director: WITES:
Mr. Cheng Hairong BT E — — —
Non-executive director: EMITES -
Mr. Lau Tom Ko Yuen e RLEE — — —

Independent non-executive directors: B JEHITE E ¢

Mr. Feng Nien Shu SRS 60 = 60

Mr. Lui Siu Tsuen, Richard BkREA 60 — 60

Ms. Wong Lai Kin, Elsa ERBZT 60 — 60

180 — 180
Total @t 180 — 180
Year ended 31 December 2011 HZ2011%12831H
IHEE

Executive director: WITES

Mr. Cheng Hairong BT E = = =
Non-executive director: IFEMITES

Mr. Lau Tom Ko Yuen e RELEE — — —

Independent non-executive directors: B JEHITE E ¢

Mr. Feng Nien Shu SRS £ 60 — 60
Mr. Lui Siu Tsuen, Richard BIKREE 60 — 60
Ms. Wong Lai Kin, Elsa =EERLZ L 60 — 60
180 — 180

Total #Et 180 — 180
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12.

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
8 B B Rk M ot ()

Forthe yearended 31 December2012 & £2012F 12 H31 H 1 FZ

Directors’ Emoluments (continued) MN.EEZEME»
No directors waived any emoluments in both years. BMEEENZWEFE N RETA B
The Company does not have chief executive officer in both years. RARARRZMEFEARNGETRA
# o
Employees’ Emoluments 12. EEM &
Of the five individuals with the highest emoluments in the Group, REBREESHEMA T+ &
none (2011: none) was a director of the Company. The emoluments RAFZEEQONNE: |) ZE54
of these 5 (2011: 5) individuals were as follows: Q011 F :5B8) AL 2T -
2012 2011
HK$'000 HK$'000
TET FHET
]
Salaries and other benefits FokHMiER 2,624 2,404
Discretionary bonus [SE=ReEAN 183 138
Contributions to retirement benefits scheme & ¥k 18 K| 5t 2 it % 139 130
2,946 2,672
Their emoluments were within the following bands: BEZME T THIEE
2012 2011
No. of No. of
employees employees
EBEAH EEAH
]
Not exceeding HK$ 1,000,000 N #A 38 1,000,000/%8 7T 5 5
During both years, no emoluments have been paid to the directors R EERA - 2N EE I &R AR F
of the Company or the five highest paid individuals as an EFdhEEaTMALEZAMNSE
inducement to join or upon joining the Group or as compensation VA YE 7% hn B2 st hn BR 7K 6% (B B 2 R B
for loss of office. HIERBER ZME -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
e R (R

For the yearended 31 December2012 & £20124 12 431 H IF F &

13. Loss Per Share 13. B RE1E
The calculation of basic loss per share attributable to the owners of NN BB A JEAE B RS B A EIE TR
the Company is based on the following data: AT st &
2012 2011
HK$'000 HK$'000
FEx FET
Loss BB
Loss for purposes of basic loss per share STEEREANEEZEIE
(loss for the year attributed to the owners (KR B A ABEREE
of the Company) & 18) (529) (41,066)
Number of shares g 4=
Weighted average number of ordinary shares & & & E A EE 2 @K
for the purposes of basic loss per share hniE e 712,546,800 716,552,827
For both years, no diluted loss per share is presented as there was RezmEFEER - BRZMEFE L
no potentially dilutive ordinary share outstanding during both years. MBETEIN OB EEE L AR - R

B2 SREEER-

PROSPERITY INVESTMENT HOLDINGS LIMITED Annual Report 2012



14. Plant and Equipment

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

= A
=

B 7 Rk Y &E ()

For the yearended 31 December2012 & Z20124 12 31 H 1k F /&

14. BERRHE
Office
equipment,
Leasehold  Computer furniture and
improvements equipment fixtures
NS
R - HEW
HEVMEERE ERRE REE
HK$'000 HK$'000 HK$’'000
FET FET FET

Total

#at
HK$°000
TAET

COST R
At 1 January 2011 R2011F1HA1H 1,096 118 221 1,435
Additions i — 61 1 62
At 31 December 2011 and 2012 A 20114 %2012

12 A31H 1,096 179 222 1,497
DEPRECIATION weE
At 1 January 2011 MR2011FE1HA1H 200 36 40 276
Provided for the year PN S o A 219 56 44 319
At 31 December 2011 R20114F12A31H 419 92 84 595
Provided for the year NFEEE 219 59 45 323
At 31 December 2012 M20129F12 A31H 638 151 129 918
CARRYING VALUES BREE
At 31 December 2012 MN2012FE12 A31H° 458 28 93 579
At 31 December 2011 MR2011F12A831H 677 87 138 902
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

RE BB ERRMEE ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

14. Plant And Equipment (continued)

The above items of plant and equipment are depreciated on a
straight-line basis as follows:

14. BER&E®

LR ERFRERE TIAERERT
S FHETRRITE ¢

Leasehold improvements Over the shorter of the term of HEWMEERE FAEF S 3F (A B
the lease or 3 years HEAE)
Computer equipment Over 3 years R B 3FE
Office equipment, furniture  Over 3 years MREZME - 3FLAE
and fixtures R REE
15. Interests in Associates/Amount Due toan  15. & N al iz FE+ —
Associate BN R RE
2012 2011
HK$'000 HK$'000
FTER FHET
Costs of investment in associates — unlisted B4 R TR E 2K AN—3E 86 183
Share of post-acquisition profits, AR EERREF
net of dividends received Mk B WA B 1,956 3
Impairment on interest in an associate N—EEERARER ZRE (435) =
1,607 186
Amount due to an associate JE 1 — B & A B 50 = 97
The amount due to an associate was unsecured, interest-free and JEAS — R B2 QR RIE A E RS-
repayable on demand. During the year ended 31 December 2012, RENERE I 51 B M FE26

the amount was disposed of through the disposal of Best Policy
Management Limited (“Best Policy”) as set out in note 26.

PROSPERITY INVESTMENT HOLDINGS LIMITED Annual Report 2012
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

15. Interests in Associates/Amount Due toan  15. Ei& A 7] %ﬁ/@ F—

Associate (continued) BERNTANRE @
As at 31 December 2012 and 2011, the Group had interests in the 2012 K2011F12H31H » &~ &
following associates: RIATEERAAREEER

Proportion of nominal

Paid up issued/ registered value of issued capital
Name of entity ordinary share capital held by the Group Principal activity
AEBHHZ
AR ER ERMEERT EELEERE ERTRAMBEZLAN FTEXEK
2012 2011

Bright Honest Limited 50,000 shares of United States Dollar — 25% Inactive
("Bright Honest") ("USD") 1 each (Note i)
50,000k TR EE 1T ([ZET]) (Krazi) RS
2 B n
Easy Best Holdings Limited 50,000 shares of USD 1 each 30% 30% Investment holding
("Easy Best") (Note ii)
(1 atii) 50,000 & & X EI 1B 1 3£ 7T 2 & 5 KEZER
Glorious Bright Limited 100 shares of HK$1 each 30% 30% Money lending
("Glorious Bright”)
(Note iii)
FEBR2G(THED  100REREEIET KD BE
(Kt &t iii)
Notes: Bt it -
() This company was disposed of by the Group during the year through (1) 7K & B R F A 5 48 1 & Best Policy i1
the disposal of Best Policy (see note 26 for details). MHE M 2 F] (FERE26) ©
(i) Proportion of result shared by the Group is 50% according to the (i)  REBERRIGHE FEEDEZEEL
shareholders” agreement. %1 250% °
(i) During the year ended 31 December 2011, the Group disposed of (i) B E2011F 12831 H 1F FJZ - K%
70% of equity interest in Glorious Bright. Since then Glorious Bright BEHEFREZ70%BRAEZ - GItF
became an associate of the Group (see note 26 for details). BRAELREBHE 6] (FANE
26) °

REREEBRERAT 2012 1
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

RE BB ERRMEE ()

Forthe yearended 31 December 2012 & £2012%F 12 H31 H IF FJZ

15. Interests in Associates/Amount Due to an 15.

Associate (continued)

The summarised financial information in respect of the Group’s
associates is set out below:

%%Qﬂﬁm/ﬁﬁ
BN T RE )

AN BB A A ) 2 B A KB i
—|T :

2012 2011

HK$'000 HK$’000

FHET FET

Total assets BB E 100,057 71,563

Total liabilities wAE (92,643) (74,319)

Net assets (liabilities) BE(BRE)FE 7.414 (2,756)

Group's share of net assets of associates AREE#REBME N ZEEFE 1,607 186

Total revenue FEY N 10,360 —

Total profit (loss) for the year RFEE 2 mH (EBE) 85 8,279 (2,068)
Group’s share of profits of associates FAREEBGEE QAR

for the year 1,956 —

The Group has not recognised its share of profit (2011: discontinued
recognition of its share of losses) of an associate because its
cumulative share of losses in this associate has exceeded its
investment cost. The Group will not resume recognition of its share
of any future profits in this associate until its share of such profits
equals the share of losses not recognised.

PROSPERITY INVESTMENT HOLDINGS LIMITED Annual Report 2012
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & £2012F 12 H31 H 1 FZ

15. Interests in Associates/Amount Due toan  15. Ei& A 7] *Eﬁﬁ/@ F—

16.

Associate (continued) BERNTREA®

The amounts of unrecognised share of profit (losses) of this REZMEFENZRTEG LB E QG

associate, extracted from the relevant unaudited management BA(EB) 2AERSE RS I

accounts of that associate, both for the year and cumulatively are as BENRZHBAEREERE 2

follows: BT

2012 2011
HK$'000 HK$'000
FET FAT
Unrecognised share of profit (losses) RNEFHEB L QA
of associate for the year = (EB) 2 RERE R 880 (1,033)
Accumulated unrecognised share of losses R 5T (h B & R 5] 18
of associate ZAREREH (153) (1,033)
Available-for-sale Investments 16. AHEERE
2012 2011
HK$'000 HK$'000
FERT FET
Unlisted equity securities (Notes i and i) IE ETIRAEE 5 (B ati i) 82,504 98,106
Less: Impairment losses (Note iij) Bt R 1B (B i) (22,097) (14,597)
60,407 83,509
Hong Kong listed equity securities, at fair EELEMBRAFES AFE
value (Notes iii and iv) (Bt 5% i K iv) 43,393 97,696
103,800 181,205

Notes: Wit -

() Included in unlisted equity securities above as at 31 December 2011 () R20114F12H31H - Lt FF F i fg
was the Group’s investment in GCA Professional Services Group AESOFEAEEREEZZRF
Limited (“GCA Professional”), a company incorporated in Hong Kong, EBHEFR AR ([ZEHE] —HR
with carrying amount of HK$10,602,000. BEAMA L2 NE) 2 BE  BRE

8.4 10,602,000% 7T °

EEREEBERAT 2012 F3F
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

16. Available-for-sale Investments (ontinuea)

Notes: (Continued)

(i)

(ii)

(Continued)

During the year ended 31 December 2011, GreaterChina Professional
Services Limited (“GreaterChina”), the major subsidiary of GCA
Professional became listed on the Stock Exchange. The directors of
the Company considered the fair value of this investment could be
measured reliably, and the investment was measured at fair value as
at 31 December 2011 by reference to the valuation carried out by an
independent valuer. The fair value gain of HK$5,602,000 was
recognised in other comprehensive income.

The main assumptions and inputs used in the valuation of the
investment included:

o the stock price of the shares of GreaterChina as at 31
December 2011 was HK$0.2, and

o the marketability of the shares of GCA Professional held by the
Group.

During the year ended 31 December 2012, the Group's investment in
GCA Professional was disposed of upon the disposal of Simply Joy
Investments Limited ("Simply Joy"), a wholly-owned subsidiary of the
Company immediately before the disposal (see note 26(b) for details).
The cumulative gain of HK$5,658,000 recognised in other
comprehensive income in respect of the investment in GCA
Professional is reclassified to profit or loss upon disposal.

Other than the investment in GCA Professional as at 31 December
2011, the remaining unlisted equity securities are measured at cost
less impairment at 31 December 2012 and 2011 because the range
of reasonable fair value estimates is so significant that the directors of
the Company are of the opinion that their fair values cannot be
measured reliably.

Included in unlisted equity securities above is an investment with a
carrying amount of HK$53,046,000 (2011: HK$53,046,000), for
which the shares of the subsidiary of this investee have been pledged
to a bank as a security for a loan facility expiring on 3 November
2018 granted by a bank to a listed company in Hong Kong (the
"Borrower"). Pursuant to an indemnity agreement signed with the
Borrower in November 2011, the Group is indemnified for the
investment cost against any loss or damage arising from the above
pledge of shares. The investee is controlled by an individual who has
approximately 19% equity interest in the Borrower as at the date of
the indemnity agreement. The principal activity of the investee is
investment holding and the principal activity of its principal subsidiary
is zinc and lead mining in the People's Republic of China (the "PRC").
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16. T EERE @)

ftat - (8)

(i)

(ir)

(#&)

B Z2011F12H31H IF F /& Z#
BECFEWB AR EERERKE
FRAF(EBE)RBELZH LT &
RNEIEFRBZIREZ A FHEESHN
A8 MERETDELRERF
G BRI T2 1518 ER20114F12
A3MBZ R FEFE  2FEKD
5,602,000/ 7T RN E it £ E KA HEFR ©

REZREZIBEFAZEEZRRZL
BABEH B

o EER2011FI2ZANAZREG
157028+ K

e AEREFIFBEIEEZZRD
Z AL

B F2012F 12 31 H 1F F /& - K %
B R EE R 2 IRE TR E Simply
Joy Investments Limited ([ Simply Joy | -
BEHEMABARNAZZENE A
a]) # & (15 Z K it 26b)) o B Bt
REZFZZERERE M2 ERA
58 2 R &t 4 7 5,658,000 7T 7 ]
ENES D EEEm &

BR2011FE12A31 AR EHEFH 2 >
RES  AREBIELFTIRAESZ
BERNFERGTHELX  ARE]E
REBBESRZ AN FHETEE
FFE o M R20124F k2011412 A31
HEZ LA 5 6 EHE 2 -

A IEFTTRR A E SR —HKE
18 453,046,000 T = #& & (2011
F 1 53,046,000/8 ) c WEXREE
BB LA ZRGEIFETFRT
ERZRITRF —BEEE LT A A
(TEHA))z—HR20184F 11 A3 H
PRI B A AR - AR IR
BEHAR2011FI11AFEZ HIE
o RNEEE G _E ARG R R
B AR BT E AL 2 T ] 18 Sk B 18
HETE ZSREEREHARBE R
FEHHEBBEIAL19%K A # 7%
A L R EERE
BREERBIREZER MEFEZEWEBLR
A FEFZEFEBRAPEARLFE
([ B9 ]) B £R £ F dt o



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
8 B B Rk M ot ()

Forthe yearended 31 December2012 & £2012F 12 H31 H 1 FZ

16. Available-For-Sale Investments (continued) 16. It HERE @
Notes: (Continued) WaF : (&)
(i) During the year, impairment loss has been recognised as follows: (i) PR EZA - B E BB B R L
T
2012 2011
HK$'000 HK$°000
FETT FET
Unlisted equity securities FE _F 7 BR K B 7,500 10,949
Hong Kong listed equity securities BB FTE AR E S 3,978 15,985
11,478 26,934
For unlisted equity securities, the amount of impairment loss I LTRAZSFME - 1E1Bz ER
recognised in profit or loss is measured as the difference between the ZHBEEEEEAKREREE
carrying amount of the investment and the present value of the HGFGAKRRenE HEZH2
estimated future cash flows. The estimated future cash flows have EHHEE o [F AKX B e mBIRZE
been determined by reference to the investee’s past performance BEXREERZEUREZHITH
discounted at the current market rate of return for a similar BEIHRFE B BTRBEETE »
investment.
For listed equity securities, impairment loss is recognised in profit or M ETRAZESRME  HRIEERKA
loss as there has been a significant or prolonged decline in the fair FHEZATFEEAEXRBTREZ
value of the relevant equity securities below their cost. ERERE - R 18 7 18 58 % 18 £
e
(iv)  For listed equity securities, the fair value is determined with reference (v) BETRAZBSHFME RN TFELIEZE
to quoted market bid prices. TR 5 EANEBEE °
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

17. Loans to Associates

The Group’s loans to associates consist of loans to Glorious Bright
amounting to HK$32,065,000 (2011: HK$52,796,000) and loan to
Easy Best amounting to HK$5,861,000 (2011: HK$5,856,000). The
loans are Interest-free and unsecured. Included in the loans to
Glorious Bright and Easy Best are HK$32,065,000 (2011:
HK$46,557,000) and HK$5,861,000 (2011: nil) which are expected
to be repaid within twelve months from the end of the reporting
period. Accordingly, the amounts are classified as current assets.

The remaining loans to Glorious Bright and Easy Best of
HK$6,239,000 and HK$5,856,000 respectively as at 31 December
2011 were repayable after twelve months from 31 December 2011
and were classified as non-current assets as at 31 December 2011.
Imputed interest income on loans to associates is recognised by
reference to the current accounts outstanding at the effective
interest rate of 12% per annum, which is the rate that exactly
discounts the estimated future cash receipts through the expected
life of the loans to associates to their fair value on initial recognition.

Pursuant to a shareholders’ agreement entered into on 30
December 2011, Glorious Bright agreed to repay the loans upon
receipt by Glorious Bright of its loans receivable due from two
(2011: three) independent third parties.

PROSPERITY INVESTMENT HOLDINGS LIMITED Annual Report 2012

17. MBEE QAT ERK

AEBZRABERAAERBRE
m F 8 B 732,065,000/ JT (20114 :
52,796,000/ JT ) K& [AlEasyBest® X
5,861,000 7T (2011 4F : 5,856,000 %
L)  ZEERAREBERERR - M
T 5 & 732,065,000/ JT (20114 :
46,557,000 7t ) K [AEasyBestE
5,861,000/ 7T (20114 : 4 ) 78 Hi 70 3R
HFHREBHFTZEARNEERE - Bt -
ZERBEBSEARBEE -

R2011F12A318 - A F & KEasy
Best#: T B R % Bl 46,239,000 7T &
5,856,000/% 7T * 7B 2011412 A31H
BE12E R ®ERE - AR 2011F 128
BSTEW S EAFERDEE  MBZ R
AIERZHENMBERATIZZ HARE
@EX$EE¢EQ%Zﬁ%ﬂ%ﬁ
B B A R R R W) R R ) B
**/‘Tﬁmeﬁﬁ%XﬁﬁuﬁziﬁiEﬁ
FTEHRNMBEERATE-

BN 2011412 A30B 513 2 IR R 1
FOTEREETRKIEEKRME
QONME: ZR)BUE=F 2 ERKE
HEEEER-



NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

18. Convertible Notes Receivable/Embedded
Derivatives in Convertible Notes

For the year ended 31 December 2012

Investment in convertible notes represents investment in convertible
notes issued by ITC Properties Group Limited (“ITC Properties”),
whose shares are listed on the Stock Exchange.

On 19 June 2012, the Group purchased 3.25% convertible notes
issued by ITC Properties on 25 May 2011 with principal amount of
HK$10,000,000 at a cash consideration of HK$10,000,000 and
with maturity date on 25 November 2013, at redemption amount
set at 105% of the principal amount of the convertible notes,
entitling the Group to convert the convertible notes into shares in
ITC Properties at an initial conversion price of HK$2.20, which is
adjusted to HK$2.10 after the acquisition of the convertible notes.

18. BRATRKR TR TR
EBCZREITETA

HE202F12A31BIEEE

RABKRERREERNBHFBLES
BEAERAB (MR E] BN
RTEMBETZARRERZRE °

R2012F6 8198 A £ B 1R &
£ {&10,000,0007% 7T B8 B 1= #F #b &=
MR201MFSH2B T2 A S B A
10,000,000 JT 37 7220134 11 A 25 H
FE 2325 AR ER - B #
REBEz2EDNBETAEAEEZ
105% * @ ANE BB E G AIRKRBER
M HBE2208 T (RBERTRRE
BRAER2108T) LIREEHEZ

P fp e
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

18. Convertible Notes Receivable/Embedded
Derivatives in Convertible Notes (continued)

The investment in the convertible notes has been split into the debt
portion and the embedded conversion options. The debt portion of
the convertible notes is classified as loans and receivables and is
measured at fair value on initial recognition and at amortised cost
at each subsequent reporting date. The embedded conversion
options are derivatives recognised at fair value upon initial
recognition and at each subsequent reporting date. The fair values
of the embedded conversion options as at the end of the reporting
period are determined using the Binomial Lattice Model. Changes in
the fair value of the embedded conversion options of HK$750,000
(2011: nil) are recognised in profit or loss and included in other
gains and losses. Details of the inputs used in the valuation of the

18.

kY
THu

N&
3
I &8
S
HF S

RABRBREEREZREE S BEB M
RAESHBHEEE TRERERZE
BENHPERERREREE ¥R
MPERBEAFERRERREH
BRIZ SR AETE - A S HIREER
ABRTERARRRNERESREBH
BEAFEBRZTEIA - REHE
EEERAREHHRZATEDERCS
BEAMEBENETE ASZHREER
2 A F{E & #)750,000% 7T (20114 :
BIDRIERRER Wit AHEMmKE=E
REB - IRREBGEMNER 2 &

convertible notes are as follows:

Convertible notes GIE:Y 4
Stock price & 1E

Adjusted stock price KRB
Conversion price H#]E
Conversion period WA
Volatility (Note) e (B EE)
Dividend yield BRE =

Option life BIERTH
Total yield spread U KR

& 2 A
WREBH MO 2 BREFN =X

Risk free rate
Effective interest rate for discounting
debt component

AEFBHIT -

19 June 2012

(date of acquisition)

20126 B 19H
(Wi A H)

31 December 2012

2012412 A31H

HK$2.37 HK$2.60

23738 7T 2.6078 7T
HK$2.06 HK$2.08

2.0678 7T 2.087% 7T
HK$2.20 HK$2.102
22087 210278 7T

9 June 2011- 9 June 2011-

11 November 2013 11 November 2013
20116 A9H- 2011F6 A9H-
2013F 11 A11H 2013F 11 A11H
30.8051% 24.4910%
0.0000% 5.7692%

1.4333 years 0.9028 years
1.43334F 0.90284F
15.3535% 11.4966 %
0.1956% 0.0681%
20.41% 20.41%

Note: The volatility of the issuer’s share price was estimated by the average
annualised standard deviations of the continuously compounded rates
of return on the issuer’s share price.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

18. Convertible Notes Receivable/Embedded

Derivatives in Convertible Notes (continued)

For the year ended 31 December 2011

On 7 October 2009, the Group purchased 2% convertible notes
issued by Hanny with principal amount of HK$16.44 million at a
discount for HK$12.33 million and with maturity on 15 June 2011
entitling the Group to convert into shares in Hanny at an initial
conversion price of HK$0.59 (subject to adjustments) which was
subsequently adjusted to HK$15.83 as a result of share
consolidation by Hanny for which every fifty issued shares had been
consolidated into one share and issue of open offer shares by
Hanny.

The investment in the convertible notes had been split between
debt component and embedded derivatives. The debt portions of
the convertible notes were designated upon initial recognition as
available-for-sale financial assets. The embedded conversion options
were deemed as held for trading and recognised at fair value. The
fair values of the debt component and the embedded conversion
options as at 31 December 2010 are determined by the directors of
the Company with reference to the valuation performed by
professional valuers, using the Binomial Lattice Model.

On 15 June 2011, the Group redeemed the 2% convertible notes
issued by Hanny upon their maturity at the principal amount of
HK$16,440,000 and interest of HK$331,000. After the redemption,
there were no convertible notes outstanding as at 31 December
2011.

18. BRATRKR TR TR

EECRENTEIAE S

HE201F12A31BIEEE

FR2009F1087H  AEBZFTEE
1I2BEXETHEERBETIASEA
1,644 8 78 LI 12201146 A 15 H & £
Z2EAIMBRER - BUAEEBEIR
ME R BBOSIE T (Al FHE) K
WE 2 RG  RBMEHERBERG
EHERTREBTRNDEMH A —
BREEGH) RBEBETARESRO M
FHEEA15.838 T °

RABMEBEREREZ2IREES S BEBK LK
FRETETRE - ATREBCER
B ER L ERES R AT H D
EVBEE ANEAREEEESEA
BEEETERATEBER BB HBH
EAERREERER2010F12A31H
ZRAFEDTHARGESSEEEM
BAVA B B R A T 2 A M

B

BR201MF6 4158 & &£ B 1A 3 5
FERMHBBEBFITZERAR2EL
TRREE XeBLMNE DR A
16,440,000 7T }331,0007% JT ° & [E
% R201MEF12 8318 - B E T A4
RITFE 2 BBRERE -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
e R (R

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

19.

20.

21.

Loan Note Receivable

During the year ended 31 December 2012, a conditional voluntary
offer was made by ITC Properties to repurchase its shares at a price
of HK$2.60 per share, satisfied partly by a cash payment of
HK$0.60 and partly by the issue of a 6% 3-year loan note receivable
with principal amount of HK$2.00 each (the “Loan Note").

The Group accepted the offer by disposing of its entire investment
in ITC Properties, representing 26,588,000 ordinary shares of ITC
Properties, which was classified as an available-for-sale investment
before the disposal, for a cash proceeds of HK$15,953,000 and
asset conversion to the Loan Note with a total principal amount of
HK$53,176,000 with maturity date on 13 February 2015. The fair
value of the Loan Note was determined to be HK$43,123,000 as at
the date of completion, calculated as the present value of the
estimated future cash flows discounted at 14.2% per annum, which
is the prevailing market rate of interest for similar instruments. The
investment in Loan Note is classified as loans and receivables and
was initially measured at fair value and subsequently measured at
amortised cost. The cumulative gain of HK$13,484,000 recognised
in other comprehensive income in respect of the available-for-sale
investment was reclassified to profit or loss upon derecognition of
the available-for-sale investment.

Held-For-Trading Listed Equity Investments

Held-for-trading listed equity investments represent investments in
equity securities listed in Hong Kong.

Amount Due From a Related Company

The amount due from a related company represents the amount
due from Linkson Investment Limited (“Linkson Investment”), which
is a fellow subsidiary of Greater China Capital Limited (“GC
Capital”), the investment manager of the Group that provides
investment management services to the Group in relation to the
Group's investments.

The amount due from Linkson Investment represents rental deposits
paid by the Group, which is unsecured, interest-free and repayable
upon expiry of the relevant tenancy agreement.
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HZE2012F12A318 1LFE - B
ERE-—BEEKEERKERZZE U
EER2608 T2 ERERLR M
HErFoe0B L 2o MU BE &I M
HHRNETEOARESE200E T2
CE-FHRUEREE(EREE]
SR

AEBBBANEEARNEFHE LR
#[ 4% & - B26,588,000 % 12 £ Hh FE E
BREREEIS2EATHIEER
B)z AN EMNREER  NWBRIE
% FT 18 7 78 15,953,000 7T & 18 & &
B 38 & 7K £ 48 §853,176,0007 T A
20152 A 3B EREE - B
REBEZAFERTHKBBHEETE A
43,123,000 70 ' T3 A fEEF R RIR &
MEBR142% 2 FHER (R ABERARE
UTAEZBITMEMNE)ERE ZH
BftE - REREBZRESERAE
REREWERIE VTR AT EFE -
MEZANZEHEKNATE - Bt #t
HEREREM2EBRARRZ Bat
g %5 13,484,000 JT 72 BY JE #E 32 7] 4
HERERESHHERERE -

BFEBEELTRARE

FEEELTRAREEREE LD
ZBRARBEHFZTE -

W —EEELQRE

R — MR ER R RIARESEESE
ABERAR(REEAR]) ZF FHKE
RAERREARABD(EREKE]D
B REEBARAERZKRER
BopAREsRERASEREHRE
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22. Other Receivables

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

22. H b R WK AR IR

2012 2011
HK$'000 HK$'000
TERT FET
Indemnity fee receivable for pledge of BT E=F 2RI
assets for an independent third party’s HHEEZEWRE
banking facility (note 16(ii) &R ([ e 16(i) 2,340 2,340
Earnest money deposits for potential BEKREBEEBEZ
investment projects (Note) WES(KE) 33,000 5,000
Other prepayments and deposits HiBNREREZS 395 680
Other receivables H h fE U AR 18 21 =
Interest receivables on loan note receivable & Ut & 2k = 15 % & Y A
and convertible notes receivable RERE 2 Y HE 675 -
Dividend receivable JE W R B 1,577 —
38,008 8,020

Note: During the year ended 31 December 2011, the Group made an

it RECE2011F12H31HIFFEA -

earnest money deposit of HK$5,000,000 in connection with a
potential investment in an unlisted entity. During the year ended 31
December 2012, the Group made a further earnest money deposit of
HK$3,000,000 for the same potential investment. The deposits are
unsecured, interest-free and placed with an investment agent
incorporated in the British Virgin Islands (the “BVI”), an independent
third party to the Group, who shall assist the Group with the
negotiation of the terms of the transaction and meeting with the
potential vendor. The deposits are subsequently refunded to the
Group in full in March 2013 upon the decision of not to invest in the
potential investment.

In addition, during the year ended 31 December 2012, the Group
made another earnest money deposit of HK$25,000,000 in
connection with a potential investment in another unlisted entity. The
deposit is unsecured, interest-free and placed with the potential
vendor, an individual and independent third party to the Group.
Pursuant to agreements signed on 8 March 2012 and 7 December
2012 respectively, the earnest money deposit is refundable to the
Group in June 2013 or upon the conclusion of the negotiations with
the potential vendor.

AEBBR—EILTTREZEHE
& H H % 115,000,000 T2 &
o RELF2012F12A31H IF F /&
A AREE G E B RE IR E
S — 2 5 #(3,000,000% T 2 B
TR ENECARELRT RERTF
HMRREEE XS ([ B E X
ENdME Tz RERE(XEE
—EBBUEZF)E ZREREA
GO AREBRL ZIEHNEEEET
BITERRESH BHAHAESEER
2013 F3ARTETERERELERE
EHHEBRHRER LA EE -

WS R B FE20124F12 A31 8 IF F
EBERA AEBRRSE @I LA
ACEBEERBEEAS TS — 454
25,000,000 w2 M E £ Z M E
e EERF EERGHRELEE
FEARFEBZ —ZEBLE=
TR o RIE D FIR2012F3 H8H K
2012612 A7 A &2 Hak  BEIHA
B2 BAR2013F6ALREEEE Y
R ERERANED -
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

RE BB ERRMEE ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

23. Share Capital 23. R &
Number of
shares Nominal value
REEAE HE
HK$'000
FHET
Ordinary shares of HK$0.025 each BREESEBTZEER
Authorised: EERA
At 1 January 2011, 31 December 2011 R2011FE1H1H 201145
and 2012 & 201212 A31H 4,000,000,000 100,000
Issued and fully paid: EETREHZE
At 1 January 2011 R2011F1A1H 717,956,800 17,949
Shares repurchased and cancelled =Y ACD SR 4 (5,410,000) (135)
At 31 December 2011 and 2012 R2011FEX2012F12 A31H 712,546,800 17,814

2. SREEFE

24. Net Assets Value Per Share

BREEFENEREARZE
E ¥ {H284,792,000# T (20114 :
296,954,000 Tt ) &k B # 17 M B
# R 2 712,546,8000% (2011 £ :
712,546,800 %) B 51 & -

Net asset value per share is computed based on the net assets of
HK$284,792,000 (2011: HK$296,954,000) and 712,546,800 (2011:
712,546,800) issued and fully paid shares as at the end of the
reporting period.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
8 B B Rk M ot ()

For the yearended 31 December2012 & Z20124 12 31 H 1k F /&

25. Particulars of Major Investments Held by

25. AKBEREZETEREF
the Group 15

AREBR2012ENANBHEEZRE
HIERE EMRANENEHEMOT

Particulars of investments held by the Group as at 31 December
2012 disclosed pursuant to Chapter 21 of the Listing Rules are as

follows:
Market values
of listed equity Dividend/
Proportion of securities/  interest income Net assets  Impairment loss
Place of investee's director’s received during  attributable to made since Principal activities/
Name incorporation capital owned Cost valuations theyear the investment acquisition places of operation
FrEA AR tHREES ERBYZ
RERAZ 2T/ RE/ME REBEELE WEgEL
8 AL N2 RE Bt WA ERE ZHEEE TEXH/BEnY
HK$ million HK$ million HKS million HKS million HK$ million

BEAT AEAT BEAT BEET BEET

(Note i) (Note iv)

(Hr#i) (Wiit)
|

Listed equity securities
tRRARS
PYI Corporation Limited Bermuda 3.45% 50.70 2697 2.34 186.10 24.84 Infrastructure investment and the
REZBARAA BEE operation of bulk cargo ports and
logistics facilities/ the PRC
HERENRARHEEAR
NhERELE/ P
ChinaDevelopmentBank Cayman Islands 0.90% 32.56 2290 — 933 — Investments in money market securities
International Investment and equity and debt related securities
Limited (Formerly Known as in listed and unlisted entities on a

“New Capital International
Investment Limitied")
ARERRERRAR
(MBHERERRE
BRAR])

Rosedale Hotel Holdings Limited

BEEERRERLT

[TC Corporation
ERLXER

HSBC Holdings Plc
ELERERAA

Hong Kong Exchanges and
Clearing Limited

ERRGREERAERLA

HERE

Bermuda
BRE

Bermuda
BRE

England
@

Hong Kong

i

4.11%

1.39%

0.00007%

0.0004%

15.55

519

0.64

10.94

548

0.66

— 78.66
041 3824
0.05 1.05

— 0.08

©

oo

global basisHong Kong and the PRC

RAZRERMBRFUR LT
RELTAAZBEERER
ABER/FERTE

Operation of hotel business/ Hong Kong
and the PRC

BEXBEE/EERTE

Investments in securities, properties and
other investments/Hong Kong and
the PRC

BERMERENREMRE/
FERME

Banking and financial services/global
operation

BARERRE/ 2088

Operation of the only stock exchange
and futures exchange in Hong Kong

BEERE-ORERSH
BRERHH

EEREEBERAT 2012 F3F
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

25. Particulars of Major Investments Heldby 25 XEBEFE 2T EREH

the Group (continued) &)
Market values
of listed equity Dividend/
Proportion of securities/  interest income Net assets  Impairment loss
Place of investee's director's received during  attributable to made since
Name incorporation capital owned Cost valuations the year  the investment acquisition
igr = tHRARS FREWZ
RENFZ 2HE/ RE/NE REBAEEE WRkEE
2R FRRLLH EALL A RE EEfiE A ERE ZHERR
HK$ million HK$ million HK$ million HKS million HK$ million
BEATL AEATL AEAT AEAT AEET
(Note i) (Note iv)
(W) (Hi#tiv)

Principal activities/
places of operation

TEER/EERS

Unlisted equity securities

FLTRAES

Rakarta Limited BVI 8.00% 53.05 53.05 - 050
ARRLES

Yantai Juli Fine Chemical The PRC 1.50% 25.81 7.36 — 15.85
Co,, Ltd

EaENBRILIRG i
BRAR

Loan note receivable

EHERRE

ITC Properties - - 43.12 45.69 234 —
ERME

Convertible notes

TRRRE

ITC Properties - - 10 9.89 — -
ERE

PROSPERITY INVESTMENT HOLDINGS LIMITED Annual Report 2012

18.45

Investments in securities and other
investments/ Hong Kong and the PRC
BHEREREMRE/BERT

Production of hi-tech chemical products
including toluene diisocyanate for
manufacturing industry/the PRC

EESMRINIER RERSE
ERNPR_ZARE/PE

/A
iR

/A
iR



25. Particulars of Major Investments Held by
the Group (continued)

Particulars of investments held by the Group as at 31 December
2011 disclosed pursuant to Chapter 21 of the Listing Rules are as

follows:

Name

f

Listed equity securities
EHRAES

ITC Properties Group Limited
ERHESEERAT

PY! Corporation Limited
REEEERAA

ChinaDevelopmentBank
International Investment
Limited (Formerly Known as
“New Capital International
Investment Limitied”)

ERBEBREERAA
(RMBHERERRE
ERAA])

Rosedale Hotel Holdings Limited
HEBEARERAT

[TC Corporation
ERLXER

Place of
incorporation

AL

Bermuda

BRE

Bermuda
BRE

Cayman Islands

HERE

Bermuda
BRE

Bermuda

BRE

Proportion of
investee’s
capital owned
A
RERAZ
BRI

471%

3.36%

2.65%

4.11%

132%

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & £2012F 12 H31 H 1 FZ

Cost

[R{E
HK$ million
BEATL

4559

49.93

32.56

15.55

489

Market values
of listed equity
securities/
director’s
valuations
FHRAES
ZTE/
EXfE

HK$ million
AEBT

53.97

29.07

2550

10.94

370

5. AKBERZEERE

15 @)

AERBLTRUNENERENT

Dividend/
interest income Net assets  Impairment loss
received during  attributable to made since  Principal activities/
theyear  the investment acquisition  places of operation
FRBMZ
Re/FE REERERE WErEE
WA EFE REER TEEB/BEhE
HKS million HKS million HK$ million
BEET BEET BEET
(Note ) (Note )
(Wizti) (Hiztiv)

— 113.87 — Property development and investment,
golf resort and leisure operations,
securities trading and loan financing
services/Hong Kong, Macau and
the PRC

NEERRRE SRXKRER
XBeE EFEERENRE
B/ &E% RFRPE

441 175.05 2086 Infrastructure investment and the
operation of bulk cargo ports and
logistics facilities/the PRC

ERRENERARAREORDR
RiELE/ T

— 7.69 — Investments in money market securities
and equity and debt related securities
in listed and unlisted entities on a
global basisHong Kong and the PRC

RAZRERMBRFUR LT
RELTARZBEEREBAR
&%/ BERTE

— 89.07 5.69 Operation of hotel business/Hong Kong
and the PRC
BEXBEE/ZERTE
0.21 29.44 1.18 Investments in securities, properties and
other investments/Hong Kong and
the PRC
BERWERBIRARRE/
EERTE

EEREEBERAT 2012 F3F
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

RE BB ERRMEE ()

For the yearended 31 December2012 & £20124 12 431 H IF F &

25. Particulars of Major Investments Heldby 25 XEBEFE 2T EREH

the Group (continued) &)
Market values
of listed equity Dividend/
Proportion of securities/  interest income Net assets  Impairment loss
Place of investee’s director's  received during  attributable to made since  Principal activities/
Name incorporation capital owned Cost valuations theyear  the investment acquisition places of operation
AEAEMR IikAES  FRERZ
RARAZ ZTE/ RE/Fl8 REBAELE WEkEE
2R EMK L BRI RE EEfifE LON EFE ZHEER TEER/MENE

HK$ million HKS$ million HK$ million HKS million HKS million

BEAT AEATL AEATL BEATL BEATL

(Note i) (Note iv)

(i) (Wiativ)
|

HSBC Holdings Plc England 0.00008% 131 0.80 0.09 0.98 — Banking and financial services/global
ELBERERAA ®E operation

BITRERBH/2REE

Unlisted equity securities

FLTRAERS
Rakarta Limited BVI 8.00% 53.05 53.05 - 0.74 — Investments in securities and other
RRRAES investments/Hong Kong and the PRC
BERERERRE/BERT
GCA Professional Hong Kong 20.00% 5.00 10.60 — 14.14 — Provision of professional services/
gEEy Ei (Note ii Hong Kong and the PRC
(Hiztii) RUESERK/BERTE
Yantai Juli Fine Chemical The PRC 1.50% 2581 14.86 — 14.86 10.95 Production of hi-tech chemical products
Co,, Ltd including toluene diisocyanate
BaENBRILIRG HE for manufacturing industry/the PRC
ERAA EERRRILIER BERSE
ERMPR_ZERE/ P
A Stars Entertainment Group ~ BVI 1333% 5.00 5.00 — 3.51 — Multi-media production, publication
Limited and talent agencies/Hong Kong and
EHREEEERAA RBRAEE the PRC
SRR HRRAT RN
RE/EERT

PROSPERITY INVESTMENT HOLDINGS LIMITED Annual Report 2012



NOTES

TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

AN
=

B 7 Rk Y &E ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

25. Particulars of Major Investments Held by

the

Group (continued)

An analysis of realised and unrealised gains (losses) is as follows:

5. AKBERZEERE

15 @)

BEERNMRER Y (ER) 22

T

Realised Unrealised

gains (losses)  (losses) gains

CRRWH RER
(& 1#8) (& 18) W
HK$'000 HK$'000
TAET TET
(Note iii)

(H i)

31 December 2012

20126 12A31H

Hong Kong listed equity securities BB LETMRARE S 13,376 (6,397)
Unlisted investments FEMEE 8,002 3,880
21,378 (2,517)

31 December 2011 2011512A831H
Hong Kong listed equity securities BB ETRAE S (3,190) 1,383
Unlisted investments FLETERE 4,441 5,603
1,251 6,986

Notes:

(i)

(ii)

(iii)

For listed equity securities, net assets attributable to the investment
are based on latest published financial information. For unlisted
investments, net assets attributable to investments are based on
unaudited financial statements as at the end of the reporting period.

The Group was not able to exercise significant influence over GCA
Professional because it does not have the power to appoint directors
in the investee company, Accordingly, it was classified as an available-
for-sale investment. The investment was disposed of upon the
disposal of a subsidiary of the Company in 2012 (see note 26 (b) for
details).

Unrealised gain (loss) represents the difference between fair value and
cost of the respective investment in equity securities, excluding any
impairment loss recognised.

it

(i)

(ii)

(iii)

B ETRAZLZME  KREBEEW
BEEFEDGBEROH T B
B -MIFLTREMS REEAA
EEEEFEDKBERBEH R
REERTFHE »

HARAEFFERZFHAKRERAZ
EE N AEEEL Y EERET(E
BEAFEN - FW ZHEKEHRSKE
ABAHHERE ZERER2012
FHEARF—BIE A (FEA
Bt 5 26(b)) i 48 B H & o

KRB (B ) 5B BREE 4

REZNFEEAREBEZZHE T
B R EE R -

EEREEBERAT 2012 F3F

91



92

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

RE BB ERRMEE ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

25. Particulars of Major Investments Held by
the Group (continued)

Notes:

(iv)  An analysis of accumulated impairment losses is as follows:

5. A EEFE2ETEREF
15 )

Hi

(v) ZREBEEBEZZIHNT

2012 2011
HK$’000 HK$'000
FET Fi&T
Hong Kong listed equity securities &8 TR EF 31,712 27,734
Unlisted equity securities FE_E TR AR B % 22,097* 14,597
53,809 42,331

* The accumulated impairment losses of the unlisted equity * I ETRAFE 52 RE 6 E

securities includes an impairment provision of HK$3,648,000
(2011: HK$3,648,000) for the cost of an investment in Power
Digital Card Limited which is not included in the disclosed
investments as above.

26. Disposal of Subsidiaries

For the year ended 31 December 2012

During the year ended 31 December 2012, the Group disposed of
the following subsidiaries:

(@ InJune 2012, the Group entered into an agreement to
dispose of its 100% equity interest in Best Policy, a wholly-
owned subsidiary of the Company immediately before the
disposal. Best Policy held 25% equity interest in Bright
Honest, an associate of the Company, which has been inactive
for a number of years. The disposal was completed during the
year and upon the disposal, the Group lost control of Best
Policy.

PROSPERITY INVESTMENT HOLDINGS LIMITED Annual Report 2012

JE5 8 B #% 5t Power Digital Card
Limited 2 # & (T & #F#E £ X
WEZRE)KAIELZ HE
7% 1%3,648,000,% T (20114 -
3,648,000% 7T ) °

26. HEME QT

BZE2012512831BLEE

REZE2012F12A831BHILFE » A&
B HETHHBAR :

(@ 72012%F6H8 @ & & B &l —
3 1 5% £ & E 7 Best Policy ( 2 #
PEMABARAIZEZENBA
&) 2 100% f% 4% - Best Policy 5 &
AN N &) B 4 X &) Bright Honest 2
25% B% #E ° Bright Honest B, & 1%
EEHF HEFHERFAT
B AEBEREEEETKERE
2 4 Best Policy & 1% %I 4 o



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

26. Disposal of Subsidiaries (continued)

For the year ended 31 December 2012 (continued)

(b)

In July 2012, the Group entered into an agreement to dispose
of its 100% equity interest in Simply Joy and Natty
Investments Limited (“Natty”), wholly-owned subsidiaries of
the Company. Simply Joy held an available-for-sale investment
in GCA Professional (see note 16(i) for details). Natty was an
investment holding company which indirectly held 100%
equity interest in Prosperity Fund Management (Shanghai)
Limited (“PFML"). PFML has been inactive for a number of
years and the major asset held by PFML is bank balance. The
disposal was completed during the year and upon the
disposal, the Group lost control of Simply Joy and Natty.

26. HEM B 2T @)

HBZE2012F 128318 L FEE (&)

(b)

R2012F7H REBFSZ—H
MBEBLEERAAR Z22ENE
A 8] Simply Joy & Natty Investments
Limited ([Natty]) 2 100% f% #E ©
Simply Joy 70 )% 3 5 2 35 5 7] fit i
ERE(GFIEFL8ME160))
Natty/s —HEZERE=RKER
BER (LB ARAF(PML])
100% M # 2 & &Em Kk A Al
PPIMLEEEE %8 F  HEBZ
TEEERRITAH LEFHE
ERFANTK  AEBREHES
T 52 AX 1% 2 2k % Simply Joy & Natty
VR o
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

RE BB ERRMEE ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

26. Disposal of Subsidiaries (continved) 26. HEME 2 F )
For the year ended 31 December 2012 (continued) BZE2012F 128318 LFE (&)
The aggregate amounts of assets and liabilities attributable to these ZEEHENBRAAREESAEE
disposed subsidiaries on the respective dates of disposal were as BHEGZ2EELRBEHABENT :
follows:
Total
et
HK$'000
FHET

Analysis of assets and liabilities over which control HEXIESEZEERABZDN :
was lost:
Interest in an associate R—EBERR 2R 100
Available-for-sale investments AHHERE 11,278
Bank balances and cash IRITHEHB RIS 3,098
Amount due to an associate FE A — B & R R 5RI8 (97)
Net assets disposed of HEEEFHE 14,379
Gain on disposal of subsidiaries HEMB R A 2 WS
Consideration received UK E 15,100
Net assets disposed of HEEEFE (14,379)
Investment revaluation reserve reclassified EfoBzERR2REER
to profit or loss & 5,658
Translation reserve reclassified to profit or loss ENOBEERRIENFE 198
Gain on disposal B FT S IR Es 6.577
Satisfied by: TRAFR:
Cash He 15,100
Net cash inflow arising on disposal: HEEEZRESMAFE -
Total cash consideration received BREIReRERE 15,100
Less: bank balances and cash disposed of BT EZRITEBREES (3,098)

12,002
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

26. Disposal of Subsidiaries (continued)

For the year ended 31 December 2011

On 27 October 2011, the Group and Sino Tycoon Capital Limited
(formally known as “Sino Tycoon Investments Limited”), an
independent third party, entered into a sales and purchase
agreement pursuant to which the Group disposed of its 70% equity
interests in Glorious Bright, a wholly-owned subsidiary of the
Company immediate before the disposal. The disposal was
completed on 30 December 2011.

The amounts of assets attributable to Glorious Bright on the date of
disposal were as follows:

26. HEM B 2T @)

BZE201ME12A31BLEEE

R201MF108278 » A& @ HE B 7
BE=ZFEZEABRAA(FIEAIE
ZREBRARDILEE HE &
- AEEBHETRE (REELEMA
KRR 2EMB ARG Z270% 8% -
ZHEEER2011F 128308 %MK °

TARLERHERZEEHENT
EINE

HK$°000
TERT

Analysis of assets over which control was lost:

HERREHEZEEZDN:

Loan and interest receivable JEWE R K F B 51,367
Bank balances and cash RITEBR MRS 10,145
Net assets disposed of HEZEFEAE 61,512
Transferred to interests in associates (Note i) EE A S N T 2 RS (KA (86)
Transferred to loan to an associate (Note i) EREm—HBE QR ER(MFiI) (52,796)
8,630
Gain on disposal of a subsidiary HE—HNB ARz WaE
Consideration received B (E 10,000
Net assets disposed of HEEEFE (61,512)
Transferred to interest in an associate (Note i) EESN e R S (WD) 86
Transferred to loans to an associate (Note i) ERER—-EEE QR ER (M F) 52,796
Gain on disposal & TS e 1,370
Satisfied by: SRAR
Cash RE 10,000
Net cash outflow arising on disposal: HEMEA RS ML F8E
Total cash consideration received BUWEBR &R EREE 10,000
Less: bank balances and cash disposed of BT E 2 RITEHRRE S (10,145)
(145)
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

™~ A
W\

AR BHwRMEE ()

Fortheyearended37 December2012 & ZE20124 12 31 H IFF/E

26.

27.

Disposal of Subsidiaries (continued)

For the year ended 31 December 2011 (continued)

Notes:

() Upon the disposal, HK$10,000,000 was regarded as consideration
for: (i) the sale shares, being 70% of the issue share capital of
Glorious Bright as at 30 December 2011, and (ii) the sale loan of
HK$9,800,000 due by Glorious Bright to the Group before disposal.
The retained interest classified as interests in associates is calculated
by reference to the fair value of the sale shares.

(i) The amount represents the amount due from Glorious Bright to the
Group when it was the Group’s subsidiary amounting to
HK$62,596,000, net of the sale loan disposed. The amount was
reclassified to loan to an associate upon the disposal of Glorious
Bright.

Operating Leases

During the year, the Group incurred HK$1,305,000 (2011:
HK$1,168,000) minimum lease payments in respect of office
premise.

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

26.

27.

HEMREQF

8] ()

HZ20ME12831BLFE(8)

Htat -

()  HE 710,000,000 5T #% 8 A ()
HER L R2011F12H308 15 F
FEBTRAZ70% K (iR EFT

(ii)

F A 4 XK % [F .2 9,800,000 7T #5
EEHCHRE - REERSHAREY
BNRIZHEZ  B2RBEERNZA
FEE -

SHEBTRANKEEZ BRI
A R K 5K B2 62,596,000,% 7T A 2
HEHERT  HETRE B2 A
EH DI BA R AR

EEMEY

FRN AEBZHRAEWEEEZ
% 1K 8 & /41,305,000 7T (20114 :
1,168,0005% JT) ©

PR 85 MR A SR AR B R T O
BROREIEA %R 2 RIER

SHEEWNT :
2012 2011
HK$'000 HK$'000
FET FH&T

—FR

Within one year

1,160

The commitments for operating lease payments represent rentals
and building and management fee payable by the Group for office
premise. Leases are negotiated for an average term of three years.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z2012%F 12 431 H IF F/E

28. Related Party Transactions and Balances 8. BEAIRG RERR

Other than the balances and transactions with related parties as BB sF21 i 8 2 HRAE A T8
disclosed in note 21, the Group entered into the following 24 ﬁﬁé&x%&h : T?j\];g%)}gﬂﬁ%
transactions with related parties: B B8 A T
Name of related party Relationship Nature of transactions 2012 2011
BEALERRE ZRE REHE HK$'000 HK$'000
THERT THETT
|
GC Capital Investment manager Investment management 3,600 3,825
of the Company fees paid
EEENR RRNRIZIREKE ENREERE
Linkson Investment Fellow subsidiary of Rental expenses and 1,197 1,060
GC Capital rates paid
ERKRE EEBEARAZARMBAT BENHEERZ RHAE
Linkson Investment Fellow subsidiary of Building and management 167 158
GC Capital fee paid
BEHKRE EEZAZRAZWBLRAR BNEFREEE
GC Corporate Services  Fellow subsidiary of Corporate services fee paid 960 961
GC Capital
EEDERY EEBEAZARANMBART BENCERKE
The remuneration of directors and other members of key FR-EFRTEEEEHEHMKEZ
management during the year was as follows: FMT
2012 2011
HK$’000 HK$'000
FTHERT FET
|
Short-term employee benefits HHEERA 2,071 1,482
Retirement benefit costs RKTEF B AR 101 73
2,172 1,555
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

RE BB ERRMEE ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

29. Summarised Financial Information of the

Company

The summarised financial information of the Company is as follows:

29. KRR FI 2O BKEER

RARZBHMBERDT

2012 2011
HK$'000 HK$'000
FHET FHET

ASSETS BE
Investments in subsidiaries RHBRARZIEE 1 3,112
Amounts due from subsidiaries NG 249,790 267,491
Amount due from an associate JiE W — FEI Bt 2 N B FRIA 25,077 46,557
Other receivables H b pE IR BR 18 33,081 5,283
Bank balances HRIT 4 15,437 10,507
323,386 332,950

LIABILITIES =V
Amount due to a subsidiary FES —FEIFT /B A B 5RIE 10,826 155
Other payables and accruals HipeMERIB N ESTAE 716 783
11,542 938
311,844 332,012

CAPITAL AND RESERVES EAXR#E

Share capital A& X 17,814 17,814
Reserves (Note) w1 (K at) 294,030 314,198
311,844 332,012
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

29. Summarised Financial Information of the

Company (continued)

29. RRATF WA KEER @

Note: Wi it -
Reserves: @
Share  Contributed Accumulated
premium surplus profits Total
R 17 EE Eaze -4 HBEE
HK$'000 HK$'000 HK$'000 HK$'000
T FET FHET FHET
. ________________________________________________________________________________________________________________________________________|
At 1 January 2011 R20114F1 518 120,294 125,343 69,994 315,631
Profit for the year AREJZ i — — 156 156
Cost for repurchase of shares FE IR (7P — (1,589) — (1,589)
At 31 December 2011 HR20114F12H31H 120,294 123,754 70,150 314,198
Loss for the year NEEZEE — (20,168) (20,168)
At 31 December 2012 HR2012412831H 120,294 123,754 49,982 294,030

Contributed surplus of the Company represents the difference
between the nominal value of the shares issued by the Company
for the acquisition of GRIH and the consolidated net assets value of
GRIH at the time it was acquired by the Company pursuant to a
group reorganisation in 2001.

Under the Companies Act (1981) of Bermuda (as amended), the
contributed surplus is distributable to the shareholders, provided
that the Company is, after the payment of dividends out of the
contributed surplus, able to pay its liabilities as they become due; or
the realisable value of the Company’s assets would thereby not be
less than the aggregate of its liabilities, issued share capital and
reserves.

The (loss) profit attributable to equity holders of the Company is
dealt with in the consolidated financial statements of the Company
to the extent of the loss of HK$83,000 (2011: profit of
HK$156,000).

The amount of the Company’s reserves available for distribution to
shareholders as at 31 December 2012 is HK$173,736,000 (2011:
HK$193,904,000).

ARmlZ B BHEESRERRE2001F
SEEEARARTAREBERARREAKES
RERMBETZ2ERMEERSRAREZ&
REEFEZER-

REBREZONGIF) 2ADE(KER)
ERRABUORTERR HEEHAKRX
MEE®R AARABENEELIHA
B HARAEEZAEREBIFREL
MEREBE BEITRARMFEE B -

NANRREESE A ARG (EE) &R AKX
NAEE M EIRE - B RETE A83,0008 T
(20114 : 3% %/156,000/& 7T ) °

R2012F 128318 "R A A BED R T
% B 7 % & & 58 /173,736,000 7T (2011
£ 1 193,904,000 7T) °
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

RE BB ERRMEE ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

30. Particulars of Principal Subsidiaries of the 30. X AT X EK B A T 25
Company ]

KABEZME QB R20124 K& 2011
F12A3MHZHEBOT -

Particulars of the Company’s principal subsidiaries as at 31
December 2012 and 2011 are as follows:

Nominal value
of issued and fully
Attributable

Place of paid share capital/

Name of subsidiary incorporation  paid-in capital equity interest Principal activity
ERTRAZKRAE
MEBARERE HEMARIEE BHREAZEHE EiERAER FTEEKR
2012 2011

Directly held by the Company:

HEAQAREERFH:
Accufocus Investments Limited BVI 100 shares of USD1 each = 100% 100% Investment holding
Accufocus Investments Limited EERZEE 100RFHREE1ET wEERK
Z & tn
Indirectly held by the Company:
HAQRBERESR:
Carson Capital Resources Limited Hong Kong 1 ordinary share of 100% 100% Investment holding
HK$1 each
REERNBRAF BB 1TREREENVET BREZEK
2 &K
Easy Ace Investments Limited BVI 1 share of USD1 each 100% 100%  Investment holding
Easy Ace Investments Limited EBELRES 1REREE1IET "E TR
Z Bt
Ever Honest Investments Limited BVI 1 share of USD1 each 100% 100%  Investment holding
Ever Honest Investments Limited REBEABES 1REREE1ET ®E R
Z Bt
GR Investment Holdings Limited Hong Kong 899,900,000 ordinary 100% 100%  Investment holding
shares of HK$0.1 each
ERAIRER AT i 899,900,000 1% & i REER
HE0NETZ
Rl
Prosperity Management Services Hong Kong 2 ordinary shares Limited 100% 100%  Provision of management
Limited of HK$1 each services
ZEBERBERAA 0 2 EBREE1ET REEERE
2 EBmB
Rich Concept Investments Limited ~ BVI 1 share of USD1 each 100% 100% Investment holding
Rich Concept Investments Limited HEBEZHE 1RSREE1ET REZER
Z B

PROSPERITY INVESTMENT HOLDINGS LIMITED Annual Report 2012
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

30. Particulars of Principal Subsidiaries of the

31.

Company (continued)

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

Capital Risk Management

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

The capital structure of the Group consists of equity attributable to
owners of the Company, comprising issued share capital and
reserves, net of accumulated losses.

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

30 R AR FTENBARZF

31.

15 )

EREIESR/IEZELAEEE
BMKREEZASENBAR -EER
REHEMBHBRAAZAFBEENE
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EXEBEE

AEREEAERBREERRAE
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R BB E(CER Mg 2 FERAK
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

32. Financial Instruments

32a.Categories of financial instruments

32. i T A

a. BT EER

2012 2011
HK$'000 HK$'000
FHET FHET
Financial assets MBEE
FVTPL BRAHER ABER
Held-for-trading listed BIEEE EMRAKRE
equity investments 26,244 27,329
Embedded derivatives in AMRERZAEITELAR
convertible notes 780 =
Loans and receivables (including ERREWIRE (BERe R
cash and cash equivalents) ZERLERH) 152,447 87,806
Available-for-sale investments AHBERE 103,800 181,205
Financial liabilities BKEE
Financial liabilities at amortised cost 1R ESE AT IR 2 BT 5 B (& = 97)

32b.Financial risk management objectives and

policies

The Group's major financial instruments include loans to
associates, available-for-sale investments, loan note receivable,
convertible notes receivable, embedded derivatives in
convertible notes, held-for-trading listed equity investments,
amount due from a related company, other receivables, cash
held by securities brokers, bank balances and cash and
amount due to an associate. Details of these financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments include market
risk (currency risk, interest rate risk and other price risk), credit
risk and liquidity risk. The policies on how to mitigate these
risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

PROSPERITY INVESTMENT HOLDINGS LIMITED Annual Report 2012
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32. Financial Instruments (ontinued)

32b.Financial risk management objectives and
policies (continued)

Market risk

()

(ii)

Currency risk

Certain cash and bank balances and loan to an associate
of the Group are denominated in USD which is a foreign
currency of the relevant group entities. No sensitivity
analysis is presented on HK$ against USD as HK$ is
pegged to USD and the directors believe the foreign
exchange exposure is insignificant.

The Group currently does not have a foreign currency
hedging policy. However, management monitors foreign
exchange exposure and will consider hedging significant
foreign currency exposure should the need arises.

Interest rate risk

The Group is exposed to cash flow interest rate risk in
relation to variable-rate bank balances and cash held by
security brokers. The directors consider the Group'’s
exposure to cash flow interest rate risk is not significant
as interest-bearing bank balances and cash held by
security brokers are within short maturity periods.

The Group is also exposed to fair value interest rate risk
in relation to convertible notes receivable and loan note
receivable which bear fixed interests and loans to
associates which are interest-free. The Group currently
does not have any interest rate hedging policy in
relation to fair value interest rate risk.

The directors monitor the Group’s fair value interest rate
exposure on an ongoing basis and will consider hedging
significant fair value interest rate risk should the need
arise.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
8 B B Rk M ot ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

32. B T R

b HEBREEEEZEREK
KB

5 L5

(i)

(i)

B mp
AEEETRE RRITE
ghm—EBERRER
TyAETEHE - METR
EREEERBZINE - A
RATEEITE - Bt
WEZ2FETHETEX
ZERBREIN BEERAR
SN [ B & O o

R £% B 3R B 3 4 SN RS S O
B - AT BEEESEE
SNEE R B 3R R R
ZEEIRERINE R
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

32. Financial Instruments (continued)

32b.Financial risk management objectives and
policies (continued)

Market risk (continued)

(iiij) Other price risk

The Group is exposed to equity price risk through its
investments in listed equity securities classified as
available-for-sale and held-for-trading as well as
the embedded derivatives in convertible notes.
Management manages this exposure by maintaining a
portfolio of investments with different risks. The Group’s
equity price risk is mainly concentrated on equity
instruments quoted in the Stock Exchange.

Sensitivity analyses

The sensitivity analyses below have been determined
based on the exposure to equity price risks at the
reporting date.

If the prices of the respective equity instruments had
been 10% (2011: 10%) higher/lower:

° pre-tax loss for the year ended 31 December 2012
would decrease by HK$2,625,000 (2011:
HK$7,103,000) or increase by HK$4,237,000
(2011: HK$7,103,000) as a result of the changes
in fair value of held-for-trading listed equity
investments and impairment loss on available-for-
sale investments; and

PROSPERITY INVESTMENT HOLDINGS LIMITED Annual Report 2012
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

32. Financial Instruments (ontinued)

32b.Financial risk management objectives and

policies (continued)

Market risk (continued)
(iii) Other price risk (continued)

Sensitivity analyses (continued)

o investment revaluation reserve would increase by
HK$4,339,000 (2011: HK$5,399,000) or decrease
by HK$2,727,000 (2011: HK$5,399,000) for the
Group as a result of the changes in fair value of
other available-for-sale investments.

Credit risk

As at 31 December 2012, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due
to failure to discharge an obligation by the counterparties is
arising from the carrying amount of the respective recognised
financial assets as stated in the consolidated statement of
financial position.

In order to minimise the credit risk, management has
delegated a team responsible for determination of credit
limits, credit approvals and other monitoring procedures to
ensure that follow-up action is taken to recover overdue
debts. In addition, the Group reviews regularly the recoverable
amount of each individual debtor at the end of the reporting
period to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the directors of the
Company consider that the Group’s credit risk is significantly
reduced.

32. B T R

b EREREEBEZERK

xR E)

45 & B (48)
(iii) B E%E (&)

BRRE 74T (4B)

s KEBCEREEMHEE
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

AR BHwRMEE ()

Fortheyearended37 December2012 & ZE20124 12 31 H IFF/E

32. Financial Instruments (continued)

32b.Financial risk management objectives and

policies (continued)

Credit risk (continued)

The Group made loan advances to two associates, which are
shown as loans to associates in the consolidated statement of
financial position, amounting to HK$37,926,000 as at 31
December 2012 (2011: HK$58,652,000) (see note 17 for
details). These loans expose the Group to the concentration
of credit risk as 100% of the loans to associates are due from
two (2011: two) associates. The principal activities of the
associates are money lending and investment holding with its
main investment in a private entity engaged in sportswear
manufacturing. The directors continuously assess the
recoverability of loans to associates. The directors consider
that the Group’s exposure to credit risk on them is reduced.

The Group made investment in convertible notes and loan
note issued by ITC Properties, which are shown as convertible
notes receivable and loan note receivable in the consolidated
statement of financial position, amounting to HK$9,109,000
(2011: Nil) and HK$45,689,000 (2011: Nil) respectively as at
31 December 2012 (see notes 18 and 19 for details). These
investments expose the Group to the concentration of credit
risk as the entire amount of convertible notes receivable and
loan note receivable are due from ITC Properties (2011: nil).
The directors of the Company consider that the credit risk on
investment in the convertible notes and loan note is limited as
ITC Properties is a reputable company with shares listed on
the Stock Exchange.
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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS (continued)

e I R M ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

32. Financial Instruments (ontinued)

32b.Financial risk management objectives and

policies (continued)

Credit risk (continued)

The Group made two earnest money deposits which are
included in other receivables in the consolidated statement of
financial position, amounting to HK$33,000,000 as at 31
December 2012 (2011: HK$5,000,000) (see note 22 for
details). These deposits expose the Group to concentration of
credit risk as 100% of the earnest money deposits are due
from two (2011: one) parties. In order to minimise the credit
risk arising from the earnest money deposits, management of
the Group performed in-depth analysis on the background
and creditworthiness of the counterparties for which the
earnest money been paid to. The Group reviews the
recoverable amount of each earnest money held by the
counterparties by requesting them to report the progress of
the prospective investments regularly. The management also
monitor the creditworthiness of the counterparties from time
to time to ensure that adequate impairment losses are made
for any irrecoverable amounts. In this regard, the directors of
the Company consider that the Group’s credit risk on the
earnest money is significantly reduced.

The credit risk on liquid funds is limited because the
counterparties are banks and financial institutions with good
reputations.

Liquidity risk

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

The Group’s financial liabilities as at 31 December 2011 were
repayable on demand and interest-free.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

32. Financial Instruments (ontinued)

32c.Fair value

The fair value of financial assets and financial liabilities is
determined as follows:

the fair value of financial assets with standard terms
and conditions and trade in active liquid markets are
determined with reference to quoted market bid prices;

the fair value of other financial assets and financial
liabilities (excluding derivative instruments) is
determined in accordance with generally accepted
pricing models based on discounted cash flow analysis.
For embedded derivatives in convertible notes, the fair
value is estimated using Binomial Lattice Model; and

the fair value of derivative instruments is calculated
using quoted prices. When such prices are not available,
a discounted cash flow analysis is performed using the
applicable yield curve for the duration of the
instruments for non-optional derivatives, and option
pricing models for optional derivatives.

The directors of the Group consider that the carrying amounts
of financial assets and financial liabilities recorded at amortised
cost in the consolidated financial statements approximate
their fair values.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
8 B B Rk M ot ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

32. Financial Instruments (continued) 32. T B

32c.Fair value (continued) 32c. A F{E ()

The following table provides an analysis of the financial TEEHPRERNEREIRATE
AEZMBIARZON  DRE
RFEABERENDRFE —EH
the degree to which the fair value is observable. =% o

instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based on

o Level 1 fair value measurements are those derived from . E—HAFESESHRE

quoted prices (unadjusted) in active market for identical
assets or liabilities.

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

Level 3 fair value measurements are those derived from

BEIBERERT S Z
WECREAR)BH -

E_RRATEFEAS —
AR P B R B A Sh 2 AT B S
BEXEBERAERRH
ER)mEE (AR E ER)
B

E=RATEFEREE
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valuation techniques that include inputs for the asset or
liability that are not based on observable market data

\o

(unobservable inputs).
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
RE BRI ()

For the yearended 31 December2012 & Z20124 12 531 H 1F F /&

32. Financial Instruments (continved) 32. I T R
32c.Fair value (continued) 32c. AFE )
Level 1 Level 2 Level 3 Total

-/ B-HR H=ER st
HK$'000 HK$'000 HK$'000 HK$'000
TEx  FEx  TET  TEx

31 December 2012 20129 12H31H
Financial assets at FVTPL BRATEFABER
ZHBEE
Derivative financial assets PTEMI B EE = = 780 780
Non-derivative financial assets FEEEINTEM
held-for-trading s EE 26,244 = — 26,244

Available-for-sale financial assets T {it &£/ EEE

Listed equity securities LETRAES 43,393 — — 43,393
Total Et 69,637 — 780 70,417
31 December 2011 2011412 A31H
Financial assets at FVTPL BATFEFABRR
2B EE
Non-derivative financial assets BIEEEIFETEN
held-for-trading BEEE 27,329 — — 27,329

Available-for-sale financial assets At HEMEEE

Listed equity securities A EE 5 97,696 — — 97,696

Unlisted equity securities EEMRAES — 10,602 — 10,602

Total 45T 125,025 10,602 — 135,627
There were no transfers between levels during both years. MEFEANSSER 2 HEIWmEE -
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)
8 B B Rk M ot ()

Forthe yearended 31 December2012 & Z 20124 12 31 H Ik F &

33. Subsequent Events BEERAREH
In January 2013, the Group entered into an agreement to dispose R2013F 1A A"EEFT L — i
of its entire interest in Glorious Bright, representing 30% of the LAIR 4 K& 2,000,000 T HEHR T
issue share capital of Glorious Bright, to an independent third party A2 EZ(METEEHTRAZ
for a cash consideration of HK$2,000,000, which was completed in 30%) F—BBIE=ZH BHELESE
the same month. Glorious Bright was an associate to the Group HERRAZK . TEREEEERE
before the completion of the disposal. AT ARER 2 BEQE -
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FINANCIAL SUMMARY
oh
MEHRE
Forthe yearended 31 December 2012 & Z 20124 12 A31 H iF F /&
2008 2009 2010 2011 2012
HK$'000 HK$’'000 HK$’'000 HK$'000 HK$'000
FHET FHET FHET T FHET

Results E
Loss for the year REEFEE (53,559) (94,816) (56,586) (41,066) (529)
Assets and liabilities E&¥ERE&EE
Total assets BERE 381,707 254,327 344,601 298,602 285,852
Total liabilities BfERE (10,445) (823) (7,807) (1,648) (1,060)
Net assets BEFE 371,262 253,504 336,794 296,954 284,792
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