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Zig X ExEEER AT Powerwell Pacific Holdings Limited

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

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

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

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

This report, for which the directors (the “Directors”) of Powerwell Pacific Holdings Limited (the “Company’) collectively
and individually accept full responsibility, includes particulars given in compliance with the Rules Governing the Listing of
Securities on GEM of the Exchange (the “GEM Listing Rules”) for the purpose of giving information with regard to the
Company. The Directors, having made all reasonable enquiries, confirm that to the best of their knowledge and belief
the information contained in this report is accurate and complete in all material respects and not misleading or
deceptive, and there are no other matters the omission of which would make any statement herein or this report
misleading.
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

CHAIRMAN’S STATEMENT

Dear Shareholders,

On behalf of the Board of Directors (the “Board”) of Powerwell Pacific
Holdings Limited (the “Company”), | am pleased to present to you the
annual report of the Company and its subsidiaries (collectively referred
to as the “Group”) for the financial year ended 31 December 2012 (the
“Year”).

Business Review

The Group reported a mixed performance for the year of 2012. We
experienced a challenging time in our business which we provide
sourcing and procurement solutions of watches, costume jewelries
and display and packaging products to customers (“Sourcing
Business”) whilst achieved a continuous growth in revenue in our
business on design, manufacturing and distribution of watches of our
own brand Tianba, in the People’s Republic of China (the “PRC”) (“the
PRC Watch Business”).

Sourcing Business

On account of the economy downturn in the western economy which
is the main source of revenue of our Sourcing Business, we
recognised a decrease in sales in each of our watches, custume
jewelries and display and packaging products business.

The less favorable performance of watch business was due to the
control of inventory level by our major brand owner customer at the
end of the Year. As a result, the delivery of products had been
postponed from November and December 2012 to early 2013.
Nonetheless, we are seeing the orders for the beginning of year 2013
are in line with previous years.

The declined turnover of our display and packaging products business
was owing to a general slowdown in sales of our brand owner
customers during the Year affected by the economy downturn in the
western countries.

The decrease in sales of our costume jewelries business was mainly
affected by our brand owner customer’s drop in sales of silver
jewelries items as a result of slower recovery of retail market in its
domestic area.
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Powerwell Pacific Holdings Limited

CHAIRMAN’S STATEMENT

PRC Watch Business

Revenue from our PRC Watch Business continued to grow for the
Year and we continued to expand our market share as a result of our
effort in brand building of Tianba through various channels. During the
Year, we launched a promotional campaign for the 30th anniversary
of Tianba watch and adopted celebrity endorsement simultaneously
which played a significant role to enhance our brand identity among
our end consumers. Mr. Hou Yong (EEB %), a famous and popular
actor in domestic TV series in the PRC, became our celebrity
spokesperson during the Year. We also held roadshows in Xiamen,
Harbin, Nanjing and Chengdu to promote our brand. Moreover, we
successfully contracted with new wholesalers during the Year and we
have approximately 130 self-managed retail outlets and over 100
outlets operated by wholesalers by the end of the year 2012.

Prospect

Looking ahead, the Group will remain cautious of cost control and
adopt effective strategies in order to maximize the Group performance
and to stay competitive. We will remain committed to uphold quality
assurance of our products in the Sourcing Business for our valuable
customers and will keep developing new brand customers to improve
the sales performance. In the course of dealing with our brand
customers, there is a sign that the retail distribution market will be
recovering by the second half of the year 2013. We are confident that
the outlook of the Group will be recovering next financial year.

Encouraging performance in our PRC watch business is our motivation
to excel. In order to sustain the turnover growth, we will continue to
develop new products, to refine the sales network and to develop
further on e-commerce and export sales. In terms of refining our sale
network, we have planned to put more emphasis on Nanjing, Tianjin
and Sichuan where our Group’s subsidiary, Shenzhen Tianhaiba
Watches Company Limited (“Tianhaiba”) has strong presence in retail
business and we will convert our networks in Shenyang, Xi’an and
Kunming into wholesale operations to boost sales in those regions.
Moreover, we will closely monitor the distribution network to achieve
growth in business. In terms of product development, we are devoted
to expand our product range. To target young consumer market, we
successfully launched our first series of digital watch, “T—Watch”,
which is equipped with multimedia player function in early March 2013
through various Internet channels, such as Taobao () and 360buy.
com (F#EBEIYK). We will also invest further in various means of
advertising to enhance our branding entity in the market.
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

CHAIRMAN’S STATEMENT

Appreciation

| would like to take this opportunity to extend my heartfelt gratitude to
our fellow Board members, management, and employees for their
steadfast contribution, their dedication, and their hard work to the
Group. On behalf of the Board, | should like to express sincere
gratitude to our customers, suppliers, business partners and
shareholders for their continuous support. We shall persist with best
efforts in striving for optimal development for the Group and returns
for our shareholders in the times to come.

Liu Tin Chak, Arnold
Chairman

Hong Kong, 18 March 2013
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Powerwell Pacific Holdings Limited ZigAEF¥EBERAR

MANAGEMENT DISCUSSION AND ANALYSIS & I &= 7m N 4T

Financial Summary

Year ended 31 December

HE=12831HILEE
2012 2011 2010 2009 2008
20124 20114 20104 20094 20084
HK$°000 HK$°000 HK$'000 HK$’000 HK$’000
FHEIT FEIT FETT FEIT FEIT
Revenue WA 197,655 240,249 208,195 164,511 199,128
Profit before income tax MR PTIS R AT & 7l 3,633 14,466 11,751 20,795 13,611
Profit for the year FE R 2,307 10,398 7,889 17,566 11,388
As at 31 December
®12H31H
2012 2011 2010 2009 2008
20124 20114 20104 20094 20084
HK$°000 HK$000 HK$’000 HK$'000 HK$’000
Fi#T FET FEIT FETT FEIT
Total assets BB E 116,482 116,172 102,419 59,504 70,508
Total liabilities waE (58,676) (57,736) (72,042) (22,689) (32,820)
Total equity {ERERS 57,806 58,436 30,377 36,815 37,688
Financial Review Bt F5EER

AERMARREAANBEREEEN52.3

The Group’s profit attributable to owners of the Company of

v

approximately HK$2.3 million for the Year, representing a year-on-year
decrease of approximately HK$8.1 milion or 77.8% compared to
approximately HK$10.4 million for year ended 31 December 2011 (the
“Previous Year”).

Revenue

Barring global market instability and uncertainty and slow recovery in
the western economy, the Group strove hard to maintain its share of
market for the Year. The Group reported a total revenue of
approximately HK$197.7 million (2011: approximately HK$240.2
million) for the year and recorded a vyear-on-year decrease of
approximately HK$42.5 million or 17.7% from the Previous Year.

Revenue mainly came from the Sourcing Business of approximately
HK$168.0 million, representing approximately 85.0% of total revenue,
for the year. They declined approximately 23.7% or HK$52.3 million
from approximately HK$220.3 million for the Previous Year.
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Sourcing of watches generated the largest revenue to the Group of
approximately HK$99.8 million for the Year, recorded year-on-year
decrease of approximately HK$34.6 milion or 25.7% compared to
approximately HK$134.4 million for the Previous Year. Revenue from
sourcing of costume jewelries representing approximately 10.0% of
the Group’s total revenue, which was fairly consistent with Previous
Year. It recorded a sales of approximately HK$19.7 milion for the
Year, an decline of approximately 26.1% or HK$7.0 milion from the
Previous Year.

Sourcing business of display and packaging products contributed
revenue of approximately HK$48.6 million for the Year, a reduction of
approximately HK$10.7 million or 18.1% from approximately HK$59.3
million for the Previous Year. Similar to Previous Year, we managed to
ride the storm cautiously and adopted appropriate strategies in a
timely manner.

The performance of PRC Watch Business is encouraging. Revenue
rose to approximately HK$29.6 million for the Year from approximately
HK$20.0 million for the Previous Year, representing an increase of
approximately HK$9.6 milion or 48.4% compared to the Previous
Year and representing approximately 15.0% of the Group’s total
revenue. To cater for sustainable growth, and maximize and expedite
the market penetration, Tianhaiba continued to develop channels of
distribution by refining current sales outlets, extending its distribution
to wholesalers and independent watch retailers, also, developing
further on e-commerce business and export sales.

Cost of Sales and Gross Profit

Cost of sales of the Group decreased by approximately 18.7% from
approximately HK$183.8 million for the Previous Year to approximately
HK$149.5 million for the Year.

The overall gross profit of the Group decreased from approximately
HK$56.4 million for Previous Year to approximately HK$48.1 million
for the Year, representing an decrease of approximately 14.7%. The
gross profit of the Sourcing Business dropped by approximately
HK$12.0 million to approximately HK$35.9 million (2011: approximately
HK$47.9 million). Gross profit margin of the Sourcing Business was
approximately 21.4%, slightly decreased from approximately 21.8% of
the Previous Year, primarily due to increase in cost of raw materials.
The PRC Watch Business contributed gross profit of approximately
HK$12.2 million, with gross profit margin of approximately 41.0%, to
the Group’s total gross profit for the Year.
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Powerwell Pacific Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Expenses

In line with the expansion of PRC Watch Business during the Year,
selling and distribution costs for the Year were HK$10.8 million (2011:
HK$8.6 million), increased by approximately HK$2.2 million, mainly
due to one-off promotional expenses in relation to the 30th
anniversary of Tianba watch and celebrity endorsement. Mr. Hou Yong
(EB ¥4, a famous and popular actor in domestic TV series in the
PRC, became our celebrity spokesperson during the Year, under a
service contract for a term from 1 August 2012 to 31 July 2014.

Administrative and other operating expenses for the Year were
approximately HK$33.6 million (2011: approximately HK$33.5 million),
which was fairly consistent with Previous Year.

Liquidity, Financial Resources and Capital Structure

The Group generally finances its daily operations from internally
generated cash flows and banking facilities. As at 31 December 2012,
the Group had bank balances and cash of approximately HK$45.2
million (2011: approximately HK$41.2 million) and short-term
borrowings of approximately HK$6.6 milion (2011: HK$9.2 million).
The gearing ratio representing the ratio of total borrowings to the total
equity of the Group was approximately 11% as at 31 December 2012
(2011: 16%). Taking into account cash and other current assets of
approximately HK$106.9 million as at 31 December 2012, and the
unused facilities, the Group has sufficient financial resources to satisfy
its working capital requirement and to achieve its business objectives.

Charges on Assets
As at 31 December 2012, the Group did not have any charges on its
assets.

Foreign Exchange Exposure

The Group’s transactions are mainly denominated in United States
dollars (“US$”), Hong Kong dollars and Renminbi (“‘RMB”). Therefore,
the Group is exposed to foreign currency exchange risk. The Group
has not implemented any foreign currency hedging policy at the
moment. However, continuous monitoring on the foreign exchange
exposure is carried out by the management and the management will
consider hedging the foreign exchange exposure if it is significant to
the Group.

Contingent Liabilities and Capital Commitment

As at 31 December 2012, the Group did not have any material
contingent liabilities or capital commitment.
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Significant Investments held, Material Acquisitions and
Disposals of subsidiaries, and Future Plans for Material
Investments or Capital Assets

On 21 December 2012, Good Destination Co., Ltd. (“Good
Destination”), a direct wholly-owned subsidiary of the Company
entered into a sale and purchase agreement (the “Agreement”) with
Data Champion Limited, which is a controlling shareholder of the
Company owned by Mr. Liu Tin Chak, Arnold, Mr. Lam Chi Wai,
Peter, and Mr. Wong Yu Man, Elias, all executive Directors, to
conditionally agree to dispose the entire issued share capital of
Richmind International Investment Limited (“Richmind”), an indirectly
wholly-owned subsidiary of the Company, and the benefit of the loan
of HK$2.1 million advanced by Good Destination to Richmind (the
“Loan”), at an aggregate consideration of HK$24 million (the
“Disposal”). The Disposal was then approved by the independent
shareholders at the special general meeting held on 28 February
2013. The completion date for the Disposal is expected to be on or
before 31 May 2013.

In view of the strong growth in the properties market in Hong Kong,
the Directors considered that the Disposal presents a good
opportunity to realise its investment in Richmind, which mainly owns
the properties of the Group located at Workshop A on 7th Floor,
Workshop B on 12th Floor, Workshops A and B on 11th, 16th and
19th Floors, Henry Centre, No. 131 Wo Yi Hop Road, Kwai Chung,
New Territories, Hong Kong and the terms of the Disposal are on
normal commercial terms which are fair and reasonable and the
Disposal is in the interest of the Company and the Shareholders of
the Company as a whole.

Details of the Disposal are set out in the circular of the Company
dated 30 January 2013 (the “Circular”).

Save as aforesaid and in this report, there were no significant
investments held as at 31 December 2012, nor were there material
acquisitions and disposals of subsidiaries during the Year. There is no
plan for material investments or capital assets as at the date of this
report.
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Powerwell Pacific Holdings Limited g AFEF¥EBERAT

MANAGEMENT DISCUSSION AND ANALYSIS

Dividends
The Directors do not recommend the payment of a dividend for the
Year (2011: HK$4.5 million).

Employees and Remuneration Policies

The Group has 284 (2011: 271) employees at the end of the Year.
The Group’s remuneration practices are in line with the prevailing
market practice and are determined on the basis of performance,
qualification and experience of individual employee.

We recognise the importance of a good relationship with our
employees by providing competitive remuneration package to our
employees including salaries, allowances, insurance, discretionary
bonus, and training for human resources upskilling.
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Comparison of Business Objectives with Actual

Progress

Business

An analysis comparing the business objectives as set out in the

Prospectus of the Company dated 29 December 2010

(the

“Prospectus”) for the year ended 31 December 2012 (the “Review
Period”) with the Group’s actual business progress for the Year is set

out below:

Business objectives
for the Review Period

Sourcing Business

Strengthen our current
Sourcing Business
capabilities

Cross-selling of our
products and
broadening our client
bases

Enhancing our level of
inventory

Actual business progress up to
31 December 2012

Regular email contacts and visits have
been arranged by the sales teams to
strengthen the networking with existing
customers.

Continued to develop design on new
product series and source new
combinations of materials.

The Group’s websites were updated
regularly with the latest information.

We have attended Hong Kong International
Jewellery Show 2012, Hong Kong Gifts
& Premium Fair, and Baselworld 2012,
Hong Kong Watch & Clock 2012, Asia’s
Fashion Jewellery & Accessories Fair,
Hong Kong Jewellery & Gem Fair, and
Cosmoprof. Few customers were
introduced through the cross-selling of
products.

Continuous evaluation on current product
range and mix.

The level of plastic raw materials was
evaluated and maintained appropriate
level in accordance with customer’s
strategy.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business objectives
for the Review Period

PRC Watch Business

Expanding our PRC
Watch Business

Enhancing brand equity
of Tianba in the PRC

Annual Report 20124 7§

Actual business progress up to
31 December 2012

We have launched new models to enrich
product range and drive sales
performance.

We have developed a new series of digital
watch with built-in multi-media player to
target young consumer market.

We have participated in 23rd China Watch
Clock Fair held in Shenzhen to expand
further our sales network. We have
continued to review the sales
performance of all sales points in order
to enhance the profitability of the sales
points.

We have entered into strategic alliance
agreement with Hong Kong TV
International Media Group Ltd to launch
TV commercials on Hong Kong Satellite

ERERERB).

We have launched national promotional
campaigns for the 30th anniversary of
the brand of Tianba. Notably, we jointly
organized the 30th anniversary
ceremony with Shenzhen Watch &
Clock Association (FYITHiESRTITE R ).

We have organized roadshows in several
cities, namely Xiamen, Harbin, Nanjing
and Chengdu. Celebrity endorsement
was also adopted.
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Use of Proceeds

The net proceeds from the issue of new shares of the Company
under the placing as set out in the Prospectus were approximately
HK$17.5 million, which was different from the estimated net proceeds
of approximately HK$24.1 million (estimated on the assumption that
the placing price would be the mid-point of the stated range as
stated in the Prospectus). We intend to adjust the use of proceeds in
the same manner and in the same proportion as shown in the
Prospectus (the “Adjusted use of proceeds”), and approximately
HK$10.2 million, HK$5.8 million and HK$1.5 million were adjusted for
the corporate expansion of the Group, the expansion of the PRC
Watch Business and general working capital respectively for the
Review Period. During the Year, the Group has applied the net
proceeds as follows:

IR am M oA
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Adjusted use of

proceeds Actual usage

AR PBRIE
Jicke BERHE
HK$ million HK$ million
B&ET B&ET
Sourcing Business BRES 4.3 4.3
PRC Watch Business W B SE SR S TS 2.6 2.6
General working capital —REEED 0.7 0.7
7.6 7.6

The net proceeds had been used as intended and as stated in the
Prospectus.
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Powerwell Pacific Holdings Limited ZigAEF¥EBERAR

CORPORATE GOVERNANCE REPORT

Pursuant to Rule 18.44 of the GEM Listing Rules, the Board is
pleased to present this corporate governance report for the Year. This
report highlights the key corporate governance practices of the
Company.

Corporate Governance Practices

The Group is committed to uphold high standards of corporate
governance. The Board considers that enhanced public accountability
and corporate governance are beneficial for the healthy growth of the
Group, improving customer and supplier confidence and safeguarding
the interests of shareholders of the Company.

The Corporate Governance Code (the “CG Code”) issued by the
Exchange in October 2011 is the new edition of the code provisions
of the Code on Corporate Governance Practices contained in
Appendix 15 of the GEM Listing Rules to replace the old Corporate
Governance Code, and has been applicable to financial reports
covering a period after 1 January 2012. The Company has complied
with the CG Code since then and during the Year.

Directors Securities Transactions

The Company adopted the model code for securities transactions by
the Directors (the “Model Code”) on terms no less exacting than the
required standard of dealings set out in Rule 5.48 to 5.67 of the GEM
Listing Rules. On specific enquiry made, all the Directors have
confirmed compliance with the Model Code throughout the Year.

Board of Directors

The Board is currently composed of seven Directors, four being
executive Directors and three being Independent Non-executive
Directors as set out below.

Executive Directors

Mr. Liu Tin Chak, Armnold (Chairman)

Mr. Lam Chi Wai, Peter (CEO, Hong Kong Operation)
Mr. Wong Yu Man, Elias

Mr. Yang Yijun (CEO, PRC Operation)

Independent Non-executive Directors
Mr. Cheung Chi Man, Dennis

Professor Lui Tai Lok

Mr. Yip Kwok Kwan
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

CORPORATE GOVERNANCE REPORT

The Board is responsible for the overall management and affairs of
the Company and to maximize returns for shareholders. The day-to-
day operations and management of the Company are delegated to
the executive Directors and senior management of the Company.

The biographical details of the Directors are set out in the section
“Biographical Details of Directors and Senior Management” of this
Annual Report.

Chairman and Chief Executive Officers

As identified above, the roles of Board chairman and chief executive
officers are segregated and exercised by different individuals in
accordance with the CG Code. The chairman leads the Board in
making strategic direction, setting objectives and budget, considering
major business ventures and investments, financial reporting and
upholding internal control. The chief executive officers execute
strategies set by the Board and assume daily management of the
Group and report back to the Board on a regular basis.

Independent Non-executive Directors

In compliance with the GEM Listing Rules, the Company has
appointed three Independent Non-executive Directors representing
more than one-third of the Board and at least one of whom has
appropriate professional qualifications, or accounting or related
financial management expertise.

The functions of Independent Non-executive Directors are primarily to
bring an independent judgement on issues of strategy, policy,
performance, accountability, resources, key appointments and
standards of conducts at board meetings.

Confirmation of Independence

Each of Independent Non-executive Directors has made an annual
confirmation of independence by reference to Rule 5.09 of the GEM
Listing Rules and the Company considers that all Independent Non-
executive Directors were independent during the Year.

Appointment and Re-election of Directors

All the Directors, including Independent Non-executive Directors, are
appointed for a term of three years and subject to retirement by
rotation and eligible for re-election in accordance with the Company’s
Bye-laws. At each annual general meeting, not less than one third of
the Directors then in office shall retire and every Director is subject to
retirement by rotation at least once every three years.
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Powerwell Pacific Holdings Limited ZigAEF¥EBERAR

CORPORATE GOVERNANCE REPORT 1bEE ais

Directors’ Continuous Professional Development EENBEEEER

The Company encourages the Directors to participate in continuous ARAFFEHBEESMBEHRERE  UBEENM
professional development to develop and refresh their knowledge and B SR AR ML B BERESAES
skills. This is to ensure that their contribution to the Board remains &{ELEIERIAENER - RAEEAN - FTE
informed and relevant. All the Directors have participated in ZEEHFE B2 T &Sk BIEEND T ERL
appropriate  continuous professional development activities either by EZBENETABOVMEZ FRLXEBEEN
attending seminars or by reading materials relevant to the Company’'s #HEHEEREFH) - SERATE SIS
business or to the Directors’ duties and responsibilites during the  HIZARRIA A A MERE LFEH -

Year. A record of the training received by the respective directors are

kept and updated by the Company Secretary of the Company.

The individual training record of each Director for the Year is set out EEBFRMFTHICEEEHTINT ¢

below:
Financial, general
management and other Regulatory and
related to director’s corporate governance
duties and functions related
BIE RS REEAEN
B1%5 « —REEREM HEAREREEESR
Attended Attended
seminars Self  seminars Self
or briefings study or briefings study
2t E amftE
BN E BREE SiENE BRiEE
Executive Directors WITES
Liu Tin Chak, Arnold BXE N/& Y/5& Y/ Y/5&
Lam Chi Wai, Peter SR N/ Y/ Y& Y/2
Wong Yu Man, Elias BEAX N/ Y/ Y/ Y/
Yang Yijun B—E N/& Y/& Y/5& Y/&

Independent Non-executive Directors BIIIEHITES

Cheung Chi Man, Dennis REX Y/& Y/& Y/5& Y/ &

Lui Tai Lok ZPAE N/& N/& Y/ Y/

Yip Kwok Kwan Y Y/5& Y/5& Y/5& Y/5&
17 Annual Report 20124 4
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CORPORATE GOVERNANCE REPORT 1bE 484

Board Meetings Held and Attendance EETHESETRREFERL

The CG Code requires regular meeting of the Board be held at least {(PEEATHRTEETSBEFERPOEITMOR
four times a year at approximately quarterly intervals. Such Board EHi€# @ AHNEBFHRIT—X  %ZSEZEE
meetings involve the active participation, either in person or by FHUESEEFEINFBESEEAEIHLME -
telephone conference.

The attendance record of the Directors at Board meetings and Board ZBERAEERITHEZC S ENEELES
Committee meetings held during the Year are set below: FEMEELEFEIINT

Number of meetings attended/held during the Year
FERHE BITHEREE

Remuneration Audit Nomination

Board Committee Committee Committee

EFE FNESE BREEE REEEE

Executive Directors BiTEE

Liu Tin Chak, Armold BREZ 5/5 — — 1/1
Lam Chi Wai, Peter MER 5/5 — - -
Wong Yu Man, Elias FAX 5/5 - - -
Yang Yijun H—% 5/5 - - -

Independent Non-executive Directors IBIIFEITES

Cheung Chi Man, Dennis K& 5/5 1/1 4/4 1/1
Lui Tai Lok B A% 5/5 1/1 4/4 1/1
Yip Kwok Kwan Y 5/5 1/1 4/4 1/
Annual Report 20124 %R 18
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CORPORATE GOVERNANCE REPORT

Remuneration Committee

The Remuneration Committee comprises three Independent Non-
executive Directors and is chaired by Mr. Yip Kwok Kwan. The
primary duties of the Remuneration Committee are making
recommendations to the Board on the Group’s policy and structure
for the Directors and senior management remuneration, making
recommendations on the remuneration packages of individual Director
and ensuring that no Director or any of his associates is involved in
deciding his own remuneration. The terms of reference of the
Remuneration Committee are in conformity with the requirements of
the CG Code, which are published on the websites of the Company
and the Exchange.

The Remuneration Committee held a meeting during the Year to
review the remuneration package of the Directors and senior
management.

Audit Committee

The Audit Committee comprises three Independent Non-executive
Directors and is chaired by Mr. Cheung Chi Man, Dennis, who has
appropriate professional qualifications and experience as required by
the GEM Listing Rules. The Audit Committee’s terms of reference are
published on the websites of the Company and the Exchange. The
primary duties of the Audit Committee include the following:

(@  monitor and ensure a proper relationship with the Company’s
auditor;

(b)  review of the Group’s quarterly, interim and annual reports and
compliance with accounting standards, the GEM Listing Rules,
and legal requirements before submission to the Board; and

(c) oversight of the Company’s financial reporting process and
internal control system.
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CORPORATE GOVERNANCE REPORT

The Audit Committee held four meetings during the Year, to review
the Group’s quarterly and interim financial statements, to meet and
discuss with the external auditor about audit findings, and discuss
with the Board about re-appointment of the external auditor and the
progress of internal control review performed by an external advisor.

The Audit Committee also reviewed the audited financial statements of
the Group for the Year and recommended approval to the Board.

Nomination Committee

The Nomination Committee comprises executive Director Mr. Liu Tin
Chak, Arnold, and three Independent Non-executive Directors and is
chaired by Professor Lui Tai Lok. The primary duties of the
Nomination Committee are to review the size, structure and
composition of the Board, identify suitably qualified individual for
appointment to the Board, assess the independence of Independent
Non-executive Directors and make recommendations to the Board on
the appointment or re-appointment of the Directors and succession
planning for the Directors. Specific terms of reference of the
Nomination Committee are published on the websites of the Company
and the Exchange.

The Nomination Committee held a meeting during the Year to review
the composition of the Board and the suitability of the Directors
proposed for re-appointment at the Company’s annual general
meeting.

Company Secretary
Mr. Chan Sun Kwong is the company secretary of the Company. He
is an external service provider and is appointed by the Board.

Mr. Chan supports the Board by ensuring good information flow
within the Board and that Board policy and procedures are followed.
He also advises the Board on governance matters and facilitates
induction and professional development of the Directors. The
Chairman is the primary contact at the Company who the company
secretary reports to. Despite of that, all the Directors have access to
the advices and services of the Company Secretary at any time in
relation to their duties and operation of the Board.

The Company Secretary participated no less than 15 hours of relevant
professional training for the Year. The biographical details of the
Company Secretary are set out in the section “Biographical Details of
Directors and Senior Management” of this annual report.
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Internal Control

The Board acknowledges that it is overall responsibility for maintaining
an adequate and effective internal control system of the Group. The
Group’s internal control system includes a well defined management
structure with limits of authority which is designed for the achievement
of business objectives, to safeguard the Group’s assets against
unauthorized use and disposition, to ensure compliance with relevant
legislation and regulations, and to protect the interests of shareholders
of the Company.

During the Year under review, the Company appointed an independent
internal control advisor to review the effectiveness of certain of the
Group’s system of internal controls. Relevant applicable
recommendations made by a previous advisor in the past are being
implemented in stages by the Group to further enhance its internal
control system.

The Group’s external auditor, BDO Limited, contributes an
independent perspective on relevant internal controls arising from the
audit and report findings to the Audit Committee.

Auditor’s Remuneration

During the Year, the Group was charged HK$520,000 for auditing
services and HK$38,000 for non-auditing services by the Company’s
auditor, BDO Limited.

Financial Reporting

The Directors acknowledge their responsibility for preparation of the
Group’s financial statements that give a true and fair view. The
responsibilities of auditor in respect of the financial statements are set
out in the independent auditor’s report forming part of this annual
report.

Communication with Shareholders and Investor Relations
The Board has established a shareholders’ communication policy to
maintain an on-going dialogue with its shareholders and investors in a
timely, open and transparent manner. The Board reviews the policy
on a regular basis to ensure effective communication between the
Company, its shareholders and investors.
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The Board communicates with its shareholders and investors through
various channels. The Board members meet and communicate with
shareholders and investors at annual general meetings and other
general meetings. Corporate communications (such as quarterly,
interim and annual reports, notices, circulars and announcements) are
sent to shareholders in a timely manner and are available on the
websites of the Company and the Exchange.

Shareholders’ Rights

Procedures for Shareholders to Propose a Person for Election
as a Director and Convene a Special General Meeting

According to Bye-law 85 of the Company’s Bye-laws, a shareholder
of the Company (other than the person to be proposed) duly qualified
to attend and vote at an annual general meeting of the Company may
propose a person for election as a director at such meeting by
lodging a notice in writing signed by such shareholder of his intention
to propose such person for election and a notice in writing signed by
the person to be proposed of his wilingness to be elected at the
head office of the Company or the office of the Hong Kong branch
share registrar 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 (if the notices are submitted after the despatch
of the notice of the general meeting appointed for such election) the
period for lodgement of such notices shall commence on the day
after the despatch of the notice of the meeting appointed for such
election and end no later than seven days prior to the date of such
meeting.

Other than election at annual general meetings, pursuant to Bye-law
58 of the Company’s Bye-laws, shareholders holding at the date of
deposit of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general meetings
of the Company shall at all times have the right, by written requisition
to the Board or the company secretary, to require a special general
meeting to be called by the Board for the transaction of any business
specified in such requisition, including election of directors, and such
meeting shall be held within two months after the deposit of such
requisition. If within twenty-one (21) days of such deposit the Board
fails to proceed to convene such meeting the requisitionists,
themselves may do so in accordance with the provisions of Section
74(3) of the Companies Act 1981 of Bermuda.
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DIRECTORS AND SENIOR
MANAGEMENT

Directors

Executive Directors

Liu Tin Chak, Arnold (BXi#), aged 60, is an executive Director
and the Chairman of the Board appointed on 9 July 2010. He is also
the compliance officer of our Company appointed on 22 December
2010 and a member of our nomination committee. He founded and
joined the Group in 1995 and is a director of all of our subsidiaries
except Tianhaiba. He is responsible for finance and the overall
management of our Group. He obtained a Master Degree in Business
Administration from Macau University of Science and Technology in
2002. Mr. Liu had over 16 years’ corporate banking experience with a
major international bank. He was a director and the vice chairman of
Watary International Holdings Limited and was a director and then a
general manager of a subsidiary of United Power Investment Limited.
His experience with banking and electronic and watch manufacturing
is invaluable for the management and development of the Group.

Lam Chi Wai, Peter(##&{&), aged 53, is an executive Director
appointed on 9 July 2010. He is also known as Lam Chi Wai Michael.
He founded the Group in 1995 and is now the Group’s Chief
Executive Officer — Hong Kong Operation and a director of all of our
subsidiaries except Tianhaiba. He is responsible for the overall sales
and marketing of our Group. Mr. Lam started to be involved in the
timepiece industry in 1989 as project manager with a watch company
before founding the Group and has accumulated over 15 years of
experience in sales and marketing since then. Mr. Lam holds a
Bachelor of Business Administration degree from Hong Kong Shue
Yan University and a Master of Science degree in Marketing from
Edinburgh Napier University. He is a member of the Chartered Institute
of Marketing.

Wong Yu Man, Elias(&i#3L), aged 47, is an executive Director
appointed on 9 July 2010. He founded the Group in 1995 and is a
director of three subsidiaries companies of the Company. He is
responsible for the overall design and development of watch, jewelry
and display and packaging products of our Group. Mr. Wong has
accumulated over 20 years of experience in product design and
development. He started to be involved in the timepiece industry in
1984 and has since worked for a number of companies in watch
business where his responsibilities ranged from producing technical
drawings and designing watch appearances to overall watch product
design and development. He then founded our Group in 1995. Mr.
Wong attained a Certificate in Design (Jewelry) in Lee Wai Lee
Technical Institute (now known as Hong Kong Institute of Vocational
Education (Lee Wai Lee)) in 1990.
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DIRECTORS AND SENIOR
MANAGEMENT

Yang Yijun (#5—E), aged 42, is an executive Director appointed on
17 September 2010. He joined our Group in 2010 and is the Group’s
Chief Executive Officer — PRC Operation and the legal representative
of Tianhaiba. He is responsible for the overall management of our
PRC watch business, including the supervision of assembly process
and the sales and marketing of Tianba and Harpo watches. Mr. Yang
was employed as production managers, general manager by various
watch companies in Shenzhen during the period from 1989 to 2004.
He was the general manager of one of the Group’s contract
manufacturer for watches, where he was primarily responsible for
supervising its overall production process as well as the strategic
planning since 2005. He is a standing committee member of the
Shenzhen Watch & Clock Association CRYIIFTEESRITERE ).

Independent Non-executive Directors

Cheung Chi Man, Dennis (5R#&3L), aged 45, is an Independent
Non-executive Director and he joined the Group in 2010. He is an
executive director, the chief financial officer and company secretary of
Mongolia Investment Group Limited (stock code 402). Mr. Cheung has
over 18 years of experience in accounting and financial management
since 1994 serving multi-national corporations and Hong Kong listed
companies. He obtained a bachelor degree in mechanical engineering
from the University of London in 1990, a master degree in commerce
from the University of New South Wales, Australia in 1992 and is a
fellow member of the Hong Kong Institute of Certified Public
Accountants and a member of the Taxation Institute of Hong Kong.
He is the chairman of our audit committee and a member of our
remuneration committee, and nomination committee.

Lui Tai Lok (BX%), aged 54, is an Independent Non-executive
Director and he joined the Group in 2010. He is currently the Head of
Department and Professor at the Sociology Department at the
University of Hong Kong. He held various academic posts at the
University of Hong Kong, City Polytechnic (now known as the City
University of Hong Kong) and the Chinese University of Hong Kong
during the period from 1981 to 2009. Professor Lui obtained a doctor
of philosophy in sociology from the University of Oxford in 1991, a
master degree of philosophy in sociology from the University of Oxford
in 1985, a master degree of philosophy in sociology from the
University of Hong Kong in 1984 and a bachelor degree in arts from
the University of Hong Kong in 1981 respectively. He is the chairman
of our nomination committee and a member of our audit committee
and remuneration committee.
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Yip Kwok Kwan (EE), aged 63, is an Independent Non-
executive Director and he joined the Group in 2010. Mr. Yip has over
30 years of experience in the equity and debt markets in Asia from
his employment with various financial institutions and management
consultancy firm during the period from 1974 to 2005 where his
responsibilities included managing investments in listed equities,
bonds, broking operations and overall corporate management. Mr. Yip
was the chief executive officer of UOB Asia (Hong Kong) Limited
where he supervised its operations in sponsorship and lead
management, of initial public offerings in Hong Kong, financial advisory
services to Hong Kong listed companies, and merger and acquisition
activities in the Asian regional market since July 2005 until March
2011. He joined Guosen Securities (HK) Capital Co. Ltd. in April 2011
as Managing Director Investment Banking Department to oversee its
corporate finance business in Hong Kong, covering initial public
offerings and financial advisory (including cross-border merger and
acquisition). Mr. Yip is also an independent non-executive director of
Hop Fung Group Holdings Limited (stock code 2320). He obtained a
bachelor’s degree in Business Administration (Honours) from the
University of Singapore (now National University of Singapore) in 1971.
He is the chairman of our remuneration committee and a member of
our audit committee, and nomination committee.

Senior Management

Tam Chiu Ming, Tammy (3%B8BA), aged 47, is the general manager
of our Company. She is the spouse of Mr. Tong Wai Kuen, Tony and
joined our Group in March 1995. She monitors the administration of
our Group. She has extensive working experience in shipping and
merchandising from her employment with a number of trading and
manufacturing companies during the period from 1983 to 1994 before
joining our Group.

Tong Wai Kuen, Tony (E{&#E), aged 50, is the production general
manager of our Company. He is the spouse of Ms. Tam Chiu Ming,
Tammy. He is responsible for overseeing the quality assurance and
quality control of our watches since he joined our Group in 1995. He
has over 20 years of experience in the watch industry working as
production manager for different timepieces manufacturers since 1989
before he joined our Group.
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DIRECTORS AND SENIOR
MANAGEMENT

Lee Ka Ho(ZFEXRZE), aged 32, is the financial controller of our
Group. He joined our Group in June 2010 and is responsible for the
overall financial management of the Group. Mr. Lee is a Certified
Public Accountant of the Hong Kong Institute of Certified Public
Accountants and a member of the Association of Chartered Certified
Accountants. He has over 8 years of experience in accounting and
auditing for Hong Kong listed companies and PRC companies and he
worked in an international audit firm prior to joining our Group. Mr.
Lee graduated from the Hong Kong Polytechnic University with major
in Accounting in 2004.

Yang Meng (#5%&), aged 50, is the Chief Operation Officer of
Tianhaiba and PRC business development consultant. He joined
Tianhiaba in May 2011 and is responsible for the development and
management of our PRC business as well as the strategic planning of
Tianhaiba. Mr Yang has over 15 years of experience in sales of
consumer products in various industries, including watches, cosmetics,
beverages and catering. He obtained an executive master of business
administration degree (‘EMBA”") from Graduate School at Shenzhen of
Tsinghua University in 2008.

Wu Yan(R%8), aged 46, is the sales and marketing chief supervisor
of Tianhaiba. She joined Tianhaiba in March 2010 and is responsible
for sales and marketing of our watches. Ms. Wu graduated from X)&
KEB)EE 9 (Tianjn University Ye Jin Branch) with a bachelor’s
degree in engineering in 1989. She has over 10 years of experience
in the watch industry. She worked in EERMEETCRINDBR AT (Vi
Jin Li Shi Ji (Shenzhen) Company Limited) as supervisor of sales
business for 8 years before joining Tianhaiba.
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Huang Guorong (&EI%8), aged 46, is the assistant to chief manager
(administration/market supervision/examination) of Tianhaiba. He joined
Tianhaiba in March 2010 and is responsible for business management
of Tianhaiba. He has over 20 vyears’ experience in business
management by holding managerial or supervisory positions in B1A ™
AR TRFM (Jurong Wireless Electronic Accessories Factory) and )
BAWEHHEARBT (the People’s Government of Guo Zhuang Village,
Jurong City?).

Company Secretary

Chan Sun Kwong (BRE), aged 46, is the company secretary of
the Company appointed on 6 December 2010. He has obtained the
Diploma of Business Administration from Hong Kong Shue Yan
College (now known as Hong Kong Shue Yan University) in 1990. He
has over 20 years of auditing, accounting and company secretarial
experience serving various listed companies in Hong Kong since 1992
and from his own certified public accounting practice. He is a fellow
member of the Hong Kong Institute of Chartered Secretaries, the
Institute of Chartered Secretaries and Administrators in the United
Kingdom, the Association of Chartered Certified Accountants in the
United Kingdom and the Hong Kong Institute of Certified Public
Accountants. He is also an accredited mediator in Hong Kong.

Compliance Officer

Liu Tin Chak, Arnold is the compliance officer of our Company. For
details of his biography, please refer to the paragraph headed
“Executive Directors” under this section.
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

DIRECTORS’ REPORT

The Directors present their annual report together with the audited
consolidated financial statements of the Group for the Year.

Principal Activities

The principal activity of the Company is investment holding. The principal
activities of its principal subsidiaries are set out in note 17 to the
consolidated financial statements.

Results and Appropriations
The results of the Group for the Year are set out in the consolidated
statement of comprehensive income on page 40.

The Directors do not recommend the payment of a dividend for the
Year (2011: HK$4.5 million).

Property, Plant and Equipment

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

Share Capital

Details of movements during the Year in the share capital of the
Company are set out in note 24 to the consolidated financial
statements.

Reserves

Details of the movements in reserves of the Group and the Company
during the Year are set out in consolidated statement of changes in
equity on Page 45 and note 25 to the consolidated financial
statements respectively.

Distributable Reserves of the Company

At 31 December 2012, the Company’s reserves available for cash
distribution and/or distribution in specie amounted to approximately
HK$27.9 million, as computed in accordance with the Companies Act
1981 of Bermuda.
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y S o A 4
DIRECTORS’ REPORT EEEWmE
Major Customers and Suppliers FEEFRRMES
The approximate percentages in respect of the Group’s sales and AEEMNTERFS N MHERERE(G A BREE S
purchases attributable to the major customers and suppliers &ENEBRBEAOEDHOT ¢
respectively during the financial year are as follows:
Sales Purchases
HE R
The largest customer BAEP 51.5% N/AT 3 B
Five largest customers in aggregate hAAREPEE 78.1% N/AT 3 B
The largest supplier BAHIER N/ATNE 22.3%
Five largest suppliers in aggregate AR EEE T N/AT~iE 58.8%

At no time during the Year have the Directors, their associates or any
shareholder of the Company (which to the knowledge of the directors
owns more than 5% of the Company’s share capital) had any interest
in these major customers and suppliers.

Directors
The Directors of the Company during the Year and up to the date of
this report were as follows:

Executive Directors
Mr. Liu Tin Chak, Arnold
Mr. Lam Chi Wai, Peter
Mr. Wong Yu Man, Elias
Mr. Yang Yijun

Independent Non-executive Directors
Mr. Cheung Chi Man, Dennis

Professor Lui Tai Lok

Mr. Yip Kwok Kwan

In accordance with the Company’s Bye-laws, Messrs. Liu Tin Chak,
Amold, Lam Chi Wai, Peter and Wong Yu Man, Elias will retire by
rotation and, being eligible, offers themselves for re-election for the
forthcoming year.

Remuneration Policy

The emolument policy of the employees of the Group is set up by
reference to the recommendations of the Remuneration Committee on
the basis of their merit, qualifications and competence.

The emoluments of the Directors of the Company are decided by
reference to the recommendations of the Remuneration Committee,
having regard to the Company’s operating results, individual
performance and comparable market statistics.
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DIRECTORS’ REPORT

The Company has adopted a share option scheme as an incentive to
the Directors and eligible employees, details of the scheme are set
out in the section headed “Share Option Scheme” below.

Remuneration of Directors, Senior Management and Five
Individuals with Highest Emoluments

Details of the emoluments of the Directors and five individuals with
highest emoluments are set out in note 13 to the consolidated
financial statements.

Senior Management’s Remuneration
The remuneration paid to each of the senior management individual
for the Year fell within the following bands:

EERHE

ARBDHRABEAEE  FRYESZRAE
RIEB MR - SHEIMFHTHEN T X BB

2 —Hfio

Ex BREEAERIZEEMEALIHN
FrN

BEREZTLAZESME ALTHHFHFEER
IRE MRS -

BREEASZME
FA - ENEENSEEEAB ZME BRI
TEE :

Number of individuals

Nil-HK$499,999
HK$500,000-HK$ 1,000,000

T 5499,999/8 7T

Directors’ Interests in Contracts

Save as disclosed in the section “Connected and Related Party
Transactions” of this report and in notes 21 and 27 to the financial
statements, no contracts of significance to which the Company, its
holding company, subsidiaries or any of its fellow 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.

Directors’ Interests in Competing Businesses

As at the date of this report, none of the Directors, the management
shareholders of the Company and their respective associates (as
defined in the GEM Listing Rules) had any interest in a business
which causes or may cause a significant competition with the
business of the Group and any other conflicts of interest which any
such person has or may have with the Group.

Directors’ Service Contracts

Each of Mr. Liu Tin Chak, Arnold, Mr. Lam Chi Wai, Peter, Mr. Wong
Yu Man, Elias and Mr. Yang Yijun, all executive Directors, has entered
into a service contract with our Company for a term of three years
from the Listing with monthly remuneration at the rate of HK$80,000.
Under the service contracts, after each completed year of service,
they will each be entitled to payment of a sum equal to a month’s
salary and a discretionary bonus.

500,000/ 7T 21,000,000/ 7T
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Each of Mr. Cheung Chi Man, Dennis, Professor Lui Tai Lok and Mr.
Yip Kwok Kwan, all Independent Non-executive Directors, has entered
into a letter of appointment with our Company for an initial term of
three years commencing from 27 September 2010 with remuneration
of HK$240,000 per year.

None of the Directors has a service contract which is not determinable
by the Company within one year without payment of compensation
(other than statutory compensation).

Directors’ and Chief Executives’ Interests and Short
Positions in Shares, Underlying Shares and Debentures
of the Company or any Associated Corporation

As at the date of this report, the interests of the Directors in the
share capital of the Company which were required to be notified to
the Company and the Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests which they were taken or deemed
to have under such provisions of the SFO), or were required, pursuant
to section 352 of the SFO, to be entered in the register referred to
therein, or were required, pursuant to Rules 5.48 to 5.67 of the GEM
Listing Rules, to be notified to the Company and the Exchange were
as follows:

Long positions in shares of the Company
(@  Interest in the share of the Company

Capacity/Nature of

Number of issued

EEEWE

BIYFRTERREEE  aREHELE
B EE B BARRRLEEN  YITHE
Hh2010F 9 27 R REA=F - §FM<
#3240,0008 7T, ©

BEEFHRARFRI LR —FATA REEE
OXERERIN MR LR IRFEA L ©

EERRBITHASRAA S HEE
EERRS - HERG REFHERRIXE

RAEREBH - EFREARRIREAFEFRE
BHEMEEEPIEXVEFE T RESHEINBENE
ARRRBRATERS (REREEFRPE
KO EBEXEEWRERIRAHERFNE
%) IIRB B A R B E GRS 352 /BR8N
G R a L - SRIRAIER ETR
BI%5 5.48 & 5.67 1&/B A& AR 7 KB X Ao
ERyUNNE

RAATRMGHITE
@ RERER A

Percentage
of the issued share capital of

Director interest ordinary shares held the Company
BES 5 e e TEERYME ERAFEBITRENES L
Mr. Liu Tin Chak, Armold  Corporate interest (Note) 108,000,000 72.00%
BRESE NEER (M)

Note: These shares are held by an associated corporation Data Champion Kiat : ZE A R AREE A E Data Champion Limited

Limited. Directors’ interests in an associated corporation are as disclosed
immediately below.
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(b)  Interest in the share of an associated corporation
Name of associated corporation: Data Champion Limited

EEgHE

(b)  RIEEEER G A
HEEEAE & - Data Champion Limited

Capacity/Nature of Number of
Director interest shares held Percentage of shareholding
BES S S e diang 4= BHRESH
Mr. Liu Tin Chak, Arnold  Beneficial owner 952 47.60%
BRESE EmEAA
Mr. Lam Chi Wai, Peter Beneficial owner 476 23.80%
MEREE BamEEA
Mr. Wong Yu Man, Elias  Beneficial owner 476 23.80%
AT BHEAA
Save as disclosed above, as at the date of this report, none of the [k EXATHEEESN  RAREBH - KARQFK
Directors or any chief executive of the Company had an interest or EES (T AHZETTHA BHELEN A A TS E([

short position in any shares, underlying shares or debentures of the
Company or any associated corporation (within the meaning of Part
XV of the SFO) which would have to be notified to the Company and
the Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which he was taken or deemed
to have under such provisions of the SFO) or which was required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein, or pursuant to the Rules 5.48 to 5.67 of the GEM
Listing Rules to be notified to the Company and the Exchange.

Substantial Shareholders Interests in Shares

As at the date of this report, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the Securities
and Futures Ordinance shows that, other than the interests disclosed
above in respect of certain directors, the following shareholders had
notified the Company of relevant interests in the issued share capital
of the Company.

Long Positions
Ordinary shares of the Company

Capacity/Nature of

Number of issued

MEEEE (E& R s RIS GG XV &) mE

Rfy ~ RO HESFF %*ﬁ‘*ﬁﬂ%?ﬁ#&ﬁﬁ
BRPIEXVERET RFESD RV AMEARR

B8t 22 BT ) 8 2 580 ?(’E%ﬂﬂﬂ%?ﬁﬁ&iﬁaﬂm
BIA BRGSO S B E SR AR i e Kok
B SIREES KB EEEE 352 (KB 8RR
I E S e ERSIAR - BIRIRAIEIR
FHRANE 548 E 5.67 IEAME NN T RH#R
FrEviEss sk g -

FEICRN I a

RARE B - ARRREES LEKRGIS
336 IRFEMNE BB RECMABR - B 3T
RERMETESENERIN - U TRREBM
ARBRARAIN D BITIA P A HRE#E

..
= o

Be
A2\ AR BB

Percentage of the issued share

Name of shareholder interest ordinary shares held capital of the Company
R S it e TEEREE EEATEBTRAES L
Data Champion Limited  Beneficial owner 108,000,000 72.00%

BEafEBA
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Share Option Scheme

The Company operates a share option scheme (the “Scheme”) for the
purpose of providing incentives and rewards to eligible participants
who contribute to the success of the Group’s operations. Since the
Scheme has become effective on 22 December 2010, no share
options were granted, exercised or cancelled by the Company under
the Scheme during the Year and there were no outstanding share
options under the Scheme as at 31 December 2012.

The maximum number of shares in respect to which options may be
granted under the Scheme shall not exceed 10% of the issued share
capital of the Company on the date of adopting the Scheme. The
limit may be refreshed at any time provided that the new limit must
not be in aggregate exceed 10% of the issued share capital of the
Company as at the date of the shareholders’ approval in general
meeting. However, the total number of shares which may be issued
upon exercise of all outstanding options granted and yet to be
exercised under the Scheme and any other scheme of the Company
must not in aggregate exceed 30% of the shares in issue from time
to time. The maximum number of shares in respect of which options
may be granted to any individual in the 12-month period up to and
including the date of grant shall not exceed 1% of the shares in issue
for the time being unless approval of the shareholders of the
Company has been obtained in accordance with the GEM Listing
Rules. Where options are proposed to be granted to a substantial
shareholder or an Independent Non-executive Director which would
result in shares issued to such person in the 12-month period
exceeding 0.1% of the shares in issue and having an aggregate value
exceeding HK$5,000,000, the proposed grant shall be subject to the
approval of the shareholders of the Company in general meeting in
accordance with the GEM Listing Rules.

Options may be exercised at any time from the date of grant of the
option to the 10th anniversary of the date of grant as may be
determined by the Directors. The exercise price is determined by the
Directors, and will not be less than the highest of (i) the nominal value
of a share; (i) the closing price per share as stated in the Exchange’s
daily quotations sheets on the date of the grant of the options; or (i)
the average closing price per share as stated in the Exchange’s daily
quotations sheets for the five business days immediately preceding
the date of the grant of the options.

On the basis 10% of the shares of the Company in issue as at the
date of this report, the total number of shares of the Company which
may be issued upon the exercise of all options to be granted under
the Scheme is 15,000,000 shares.
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The Scheme will remain in force for a period of 10 years from the
date of adoption and the remaining life of the Scheme as at end of
the Year was 8 years.

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.

Purchase, Sale or Redemption of Listed Securities of The
Company

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the Year.

Connected and Related Party Transactions

During the Year, the Group had duly complied with the requirements
of Chapter 20 of the GEM Listing Rules. The outsourcing arrangement
between Tianhaiba and Shenzhen Guifeng Watch Company Limited
(“Guifeng”), as a continuing connected transaction, also constitutes
related party transactions and is set out in note 27 to the consolidated
financial statements.

On 21 December 2012, Good Destination entered into the Agreement
with Data Champion Limited, which is a controlling shareholder of the
Company, owned by Mr. Liu Tin Chak, Arnold, Mr. Lam Chi Wai,
Peter, and Mr. Wong Yu Man, Elias, all executive Directors, to
conditionally agree to dispose the entire issued share capital of
Richmind and the benefit of the Loan, at an aggregate consideration
of HK$24 million. The Disposal was then approved by the independent
shareholders at special general meeting held on 28 February 2013.
Thus, Data Champion Limited, is a connected person of the Company
and the transaction contemplated under the Agreement constitutes a
connected transaction for the Company under Chapter 20 of the GEM
Listing Rules.

Details of the above connected transaction set out in the Circular of
the Company dated on 31 January 2013.

Discontinued connected transactions

(@  Tenancy agreement between Tianhaiba and Guifeng
On 26 August 2010, Tianhaiba as principal tenant and Guifeng
as sub-tenant entered into a tenancy agreement at a monthly
rent of RMB11,500 (approximately HK$13,110) for use as a
factory. The tenancy agreement expired on 31 March 2011.
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(b)  Supply arrangement with Xunlong Factory

On 21 December 2010, the Company and Xunlong Factory
entered into a master supply agreement whereby Xunlong
Factory agrees to supply watch components including watch
cases, stainless steel bands, glass and silver rings to our Group
based on purchase orders placed by our Group from time to
time for a term from 21 December 2010 until 31 December
2012. It has no dealing with our Group since November 2011.

(c)  Supply arrangement with Pohint Industries Limited (“Pohint’)

On 16 December 2010, the Company and Pohint entered into a
master supply agreement whereby Pohint agrees to supply
display and packaging products to our Group based on
purchase orders placed by our Group from time to time for a
term from 16 December 2010 until 30 April 2011. Pohint
ceased to be connected person of the Group after 30 April
2011.

Continuing Connected Transactions

Qutsourcing arrangement with Guifeng

On 21 December 2010, the Company and Guifeng entered into a
master agreement whereby Guifeng agrees to carry out watch
assembly work for our Group based on purchase orders placed by
our Group from time to time for a term from 21 December 2010 until
31 December 2012.

Details of the above continuing/discontinued connected transactions
are set out in the Prospectus.

The Exchange has granted a waiver pursuant to Rule 20.42(3) of the
GEM Listing Rules from strict compliance with the announcement and
independent shareholders’ approval requirements in relation to the
above continuing/discontinued connected transactions. Subjected to
the waiver conditions as stipulated in paragraph 2 of “Application For
Waivers” in the section headed “Connected Transactions and Waiver”
in the Prospectus.
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Annual Caps and Actual Figures of Non-Exempted
Continuing Connected Transaction of the Company

X5

Transactions

Outsourcing arrangement with Guifeng ERAE I AN Bk
The independent non-executive Directors had reviewed the aforesaid
continuing/discontinued connected transactions and confirmed that
these transactions had been entered into:

(1) in the ordinary and usual course of business of the Group;

(2)  on normal commercial terms or on terms no less favourable to
the Company than terms available to or from (as appropriate)
independent third parties; and

(8) in accordance with the relevant agreement with terms which are
fair and reasonable and in the interests of the shareholders of
the Company as a whole.

The Company’s auditor was engaged to report on the Group’s
continuing connected transaction in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’'s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued
by the Hong Kong Institute of Certified Public Accountants. The
auditor has issued his unqualified letter containing his findings and
conclusions in respect of the continuing connected transaction
disclosed by the Group in pages 35 to 36 of this annual report in
accordance with GEM Listing Rule 20.38. A copy of the auditor’s
letter has been provided by the Company to the Exchange.

I3

FABREMRFEMAEX HHFE LR
RERSF

Annual Caps for
the Year ended
31 December 2012

Actual Figures for
the Year ended
31 December 2012

HZE20124 HE20124
12A31HILEENE 12A31BLEENE
E LR BRE

HK$'000 HK$'000

FEIT FEIT

9,181 5,880
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Pre-emptive Rights

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

Sufficiency of Public Float

As at the date of this report, based on information publicly available
to the Company and to the knowledge of the Directors, the Company
has maintained a sufficient public float.

Corporate Governance
A report on the corporate governance code adopted by the Company
is set out on pages 15 to 22 of this annual report.

Interests of the Compliance Adviser

As notified by the compliance adviser of the Company, CIMB
Securities Limited (“CIMB”), as at 31 December 2012, except for the
compliance adviser agreement entered into between the Company
and the CIMB dated 3 December 2010, neither CIMB or its directors,
employees or associates had any interest in relation to the Group.

Subsequent Events
Details of material subsequent events of the Group are set out in note
31 to the consolidated financial statements.

Auditor

Pursuant to the merge of practice of, Grant Thornton Hong Kong
(“GTHK”), now known as JBPB & Co., and BDO Limited (“BDO”),
GTHK resigned and BDO was appointed as auditor of the Company
with effective from 26 January 2011. The financial statements for the
Year, Previous Year and year ended 31 December 2010 have been
audited by BDO who retire and, being eligible, offer themselves for re-
appointment. A resolution will be proposed at the forthcoming annual
general meeting to re-appoint BDO as auditor of the Company.

On behalf of the Board
Liu Tin Chak, Arnold

Chairman

Hong Kong, 18 March 2013
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INDEPENDENT AUDITOR’S
REPORT

|IBDO

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

EEE - +852 2218 8288
{85 : +852 2815 2239
www.bdo.com.hk

To the shareholders of Powerwell Pacific Holdings Limited
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Powerwell
Pacific Holdings Limited (the “Company”) and its subsidiaries (together
the “Group”) set out on pages 40 to 95, which comprise the
consolidated and the company statements of financial position as at
31 December 2012, and the consolidated statement of comprehensive
income, the consolidated statement of cash flows and the
consolidated statement of changes in equity 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

QOur responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made solely to
you, as a body, in accordance with Section 90 of the Companies Act
1981 of Bermuda, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

BDO Limited
BRI EREEHAMEBAERAR

VR R 2GRS

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
BEATRER11158R
KEHI25#

BEEXEFRERRATERR
(R EFREZMH LA BRAE])

AZEEI (R DEFEFNENREI0EEBH
RERFHEBARAR(ERR ) REWES
REl(GEAIEEE DMIRE MBEHRE - iR
AU BHRERPEIER2012F12 A31 BREA

ARMBRAKREBHEZB I FENLGEEE
WHmEK  GAESRERRGREEREEHE
AREZSHBORME MMM ERREER -

EFEMGSMBRRARRNELE

BERREFARRRBEARBGEAEREMA
(BRUBHREERD R FBCR BHEPIDR 3R
REmBIZAMEEHEK - USEREMHEMENAE
HEEMAFHORBR - REBERRREHGE
AT RR T BN ERIEF] - DAESE M5
RNFHEBERRFFSERMEBMEANERR
it o

BB BT
BANEETRERMINETHZESAHT
BRELER - WIRR(ERE 1981 FRFNE)
0 REMEBBIRESE - Rtz KRS
PIERME R - RATERABRENATRE
MEMALE FRAREAEE -

BDO Limited, a Hong Kong limited company, is a member of BDO International Limited, a UK company limited by guarantee,

and forms part of the international BDO network of independent member firms.
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Auditor’s responsibility (Continued)

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.

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

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

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as
at 31 December 2012 and of the Group’s profit 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.

BDO Limited

Certified Public Accountants
Chiu Wing Cheung Ringo
Practising Certificate no. P04434

Hong Kong, 18 March 2013
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= A2\ S £
CONSOLIDATED STATEMENT OF #resmiis
for the year ended 31 December 2012 BLZ2012F 12431 HIFFZE
2012 2011
20124 20114
Notes HK$’000 HK$’000
HiaE F#ET FET
Revenue (DN 5 197,655 240,249
Cost of sales SHERA (149,537) (183,823)
Gross profit EA 48,118 56,426
Other income HAb A 5 286 236
Selling and distribution costs SHE R SHRK AR (10,766) (8,555)
Administrative expenses THAX (33,622) (33,520)
Other operating expenses HA &R (43) 1
Finance costs BhE R AN 7 (340) (120)
Profit before income tax BRFT 1S5 Bt F 8 3,633 14,466
Income tax expense FrS iR > 9 (1,326) (4,068)
Profit for the year SEREEF 2,307 10,398
Other comprehensive income FREMEElE
for the year
— Exchange differences arising on — MEEINEKE
translation of foreign operations HRIME N AR 63 259
Total comprehensive income FREEKEEEE
for the year 2,370 10,657
Profit for the year attributable to:  fEREFIFENLS :
Owners of the Company KAREE A 10 2,307 10,393
Non-controlling interests FEPE IR — 5
2,307 10,398
Total comprehensive income FRE2EKEEE
for the year attributable to: PG :
Owners of the Company ¥IN/NETE YN 2,370 10,652
Non-controlling interests i A — 5
2,370 10,657
Earnings per share for profit EAT R A\ FELR
attributable to owners of the MeEREF
Company — Basic and diluted — BRRIEE 12 HK 1.5 cents #fll HK 7.1 cents /1l
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

#re MR

as at 31 December 2012

R2012F 12831 H

2012 2011
20124 20114
Notes HK$’000 HK$’000
Kt Fi#T FET
ASSETS AND LIABILITIES BEREE
Non-current assets FEREEE
Property, plant and equipment M - HWE MK 14 3,428 9,034
Goodwill (EES 15 230 230
Other intangible assets Hibfmp EE 16 5,869 5,861
9,527 15,125
Current assets TENEE
Inventories FE 18 28,623 20,051
Trade receivables 2 W RIE 19 16,624 32,169
Prepayments and deposits TENRERIES 19 9,586 7,647
Prepaid tax TE R IE 1,017 =
Cash and cash equivalents REHEBSEEY 20 45,226 41,180
101,076 101,047
Assets classified as held-for-sale BIELEEE 21 5,879 =
Total current assets mEEEEE 106,955 101,047
Current liabilities HENEE
Trade and other payables B 5 R HAER TR 22 52,049 46,859
Provision for income tax Fris it - 1,685
Short-term bank borrowings SHIRITIEE 23 6,574 9,192
58,623 57,736
Liabilities classified as held-for-sale BIELEaE 21 53 —
Total current liabilities mENERARE 58,676 57,736
Net current assets RBEEFEE 48,279 43,311
Total assets less current liabilities/ AEERRBERE
Net assets BEZE 57,806 58,436
EQUITY i
Share capital &N 24 15,000 15,000
Proposed final dividend BEARHRE 11 - 3,000
Other reserves H b {# 25 42,806 40,436
Total equity Lt 57,806 58,436
Liu Tin Chak, Arnold Lam Chi Wai, Peter
BXE HEE
Director Director
EE EF
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STATEMENT OF FINANCIAL

POSITION

BRI

as at 31 December 2012 R2012F12H31H
2012 2011
20124 20114
Notes HK$’000 HK$'000
Kt F#IT FET
ASSETS AND LIABILITIES BEERER
Non-current assets FEREEE
Interests in subsidiaries NN s 17 30,367 30,367
Current assets mEEE
Prepayments and deposits TENFRIERES 19 93 163
Amounts due from subsidiaries A NG 17 39,833 27,493
Bank balances and cash RITEHR MRS 20 287 2,320
40,213 29,976
Current liabilities it ) =R
Other payables and accruals Hofth B 3RIE K FEETE 22 1,895 1,654
Amounts due to subsidiaries i NIEPNGIE e 17 23,399 7,934
25,294 9,588
Net current assets MENEERE 14,919 20,388
Net assets BEFHE 45,286 50,755
EQUITY i
Share capital &N 24 15,000 15,000
Proposed final dividend fe= NN 11 — 3,000
Other reserves E b 25 30,286 32,755
Total equity ERELS 45,286 50,755

Liu Tin Chak, Arnold
EBXE
Director

EF

Lam Chi Wai, Peter
HEE
Director

EF
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Powerwell Pacific Holdings Limited

CONSOLIDATED STATEMENT OF

CASH FLOWS

for the year ended 31 December 2012

REAFEEEFRAE

el emER

Cash flows from operating activities &E&EHIYIELR

Profit before income tax
Adjustments for:
Depreciation of property, plant
and equipment
Loss on disposal of property,
plant and equipment
Interest income
Finance costs

Operating profit before working
capital changes
Increase in inventories
Decrease/(Increase) in trade
receivables, prepayments
and deposits
Increase/(Decrease) in trade
and other payables

Cash generated from/(used in)
operations

Interest paid

Income tax paid

Net cash generated from/(used in)
operating activities

Cash flows from investing activities

Purchase of property, plant and
equipment

Proceeds from disposal of property,
plant and equipment

Purchase of other intangible assets

Interest received

Net cash used in investing activities

43 Annual Report 20124 5
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BN S ERIFHAE
W% - BERRETE

HEWE -« BB R
RiBEE
S UA
LEE BRI L N
FEEM
B RYGR - BINFIR
Rizemd,/(4gm)

B 5 M EMENRIA
1#m,/ Osd)

2EELE(FARNHRE

ERFE
ENFEH

AEETBEL - (HTHE)H
o FEE

RETBHHREER

HEWE -« BB k&

PS50
BEHMBEEE
EUFE

REGE T H L F5E

B 22012412 31 HIFFEE

2012 2011
20124 20114
HK$’000 HK$'000
F#T FET
3,633 14,466
1,246 1,326
43 1
(214) (81)
340 120
5,048 15,832
(8,572) (3,225)
13,522 (8,031)
5,190 (11,215)
15,188 (6,639)
(340) (120)
(3,975) (4,070)
10,873 (10,829)
(1,436) (3,327)
— 1

8 (2,997)

214 81
(1,230) (6,242)
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CONSOLIDATED STATEMENT OF
CASH FLOWS (Continued)

for the year ended 31 December 2012

relRTRERGE

B Z20124E12 31 HIFF/E

2012 2011
20124F 20114
HK$’000 HK$°000
F#EIT FETT

Cash flows from financing activities BiZHEEIHIIRERE

Issuance of shares BT D

Expenses incurred in connection with — ZE1TR 3 K& 2 FIs2
the issue of shares

Proceeds from short-term bank EERITIEEFTS 5E
borrowings

Repayment of short-term bank BEEMRTEER
borrowings

Dividend paid EfIRE

Net cash (used in)/generated from BETE(FTH) EE

financing activities HIBE ) FER

Net increase in cash and cash HERRE&EEEYD
equivalents ENiFEERE

Cash and cash equivalents at FYRERREEEY

beginning of year
Effect of foreign exchange rate changes [&ER&EhH)F &

Cash and cash equivalents at FRVAEREEE
end of year E%

Cash and cash equivalents as stated in 4R & B FSARR R FAH IR S K&
the consolidated statement of REeEEY
financial position

Cash balance classified as held-for-sale #{EH &R & &6r(F7221)
(note 21)

Cash and cash equivalents LIS RIS ZEY
as stated above

— 33,600
— (8,388)
54,357 31,874
(56,975) (22,682)
(3,000) (4,500)
(5,618) 29,904
4,025 12,833
41,180 28,262
63 85
45,268 41,180
45,226 41,180
42 —
45,268 41,180
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Powerwell Pacific Holdings Limited ZigAFE¥EBEERAF

CONSOLIDATED STATEMENT OF #G&kEzsE gk
CHANGES IN EQUITY

for the year ended 31 December 2012 BLZE2012F 12431 HIFFE
Equity attributable to owners of the Company
FOTHANEEES
Proposed Non-
Share Share  Capital Merger Translation final Retained controlling

capital premium* reserve* reserve*  reserve* dividend profits* Total interests

B
BA ROERE REGH SHEE  RERE  RNRE RERN S5 HENER

Total
equity

SHn

HKS'000  HK$'000 HKS000 HK$000 — HK$000  HK$000 HKSO00 HK$000  HKS000 HK$000

FEr  FEr  FEr FEr  FEr FEr FAr AT FEr FEn
At 1 January 2011 120111818 10 - 155 1,033 170 3000 25989 30,357 20 30377
Dividend paid during the year frote 71)  ERBRRE(HE11) - - - - — (30000 (1,500)  (4,500) - (4500)
Issue of shares upon Placing (1ote 24(b) EEERETRG(Wit24b) 4200 29,400 - - = = - 33600 — 33600
Issue of shares upon Capitalisation ERLEBIRA
ote 24(3) =200 10790 (10,790) - - - - - - - -
Expenses incurred in connection with the FRZTRGFR 2 H%
issue of shares during the year - (11,679 - - - - - (1,673 - (11,673
Dividend to non-controlling interests DRI 2 BB - - - = = = = = 25) (29)
Transactions with owners BEGALRS 14,990 6,937 - - - (30000 (1,500) 17,427 (25) 17,402
Profit for the year EREH - - - - - - 10393 10393 5 10,398
Other comprehensive income: At 2ERE :
Exchange differences arising on BEBNEBEEL
translation of foreign operations ERER - - - - 259 - - 259 - 259
Total comprehensive income for the year FR2EREEHE - - - = 259 - 10393 10,652 5 10,657
2011 final dividend proposed (ot 17) 2011 BERERE
(Ha11) - - - - - 3000 (3,000 = = =
At 31 December 2011 and H2011£12A318 %
1 January 2012 2012¢1818 15,000 6,937 155 1,033 429 3000 31,882 58436 — 58436
2011 final dividend paid (rote 77) 2011 FRERE
(Wit11) - - - - — 300) — (3000 B0
Transaction with owners ERBAZRS - - - - - (3,000 - (3000) - (3000
Profit for the year FREF| - - - - - - 2307 2307 - 2307
Other comprehensive income: Hh 2 Al
Exchange dffferences arising on BERNEHEE
tranglation of foreign operations ERER - - - - 63 - - 63 - 63
Total comprehensive income for the year FAZERAER - - - - 63 - 2307 2310 - 2300
At 31 December 2012 12012F12A318 15,000 6,937 155 1,033 492 — 34189 57,806 — 57,806

© EERNRESGA MR R ]

* The total of these balances represented “Other reserves” in the consolidated statement
of financial position.
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R X F¥EFEFR AT Powerwell Pacific Holdings Limited

NOTES TO THE FINANCIAL
STATEMENTS

for the year ended 31 December 2012

1.

GENERAL INFORMATION

Powerwell Pacific Holdings Limited (the “Company”) was
incorporated in Bermuda on 14 June 2010 as an exempted
company with limited liability under the Companies Act 1981 of
Bermuda. The Company’s registered office is located at Clarendon
House, 2 Church Street, Hamilton, HM 11, Bermuda. The
Company’s principal place of business is located at 19/F, Henry
Centre, 131 Wo Yi Hop Road, Kwai Chung, New Territories, Hong
Kong.

The Company’s shares were listed on the Growth Enterprise Market
(“GEM”) of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 26 January 2011.

The principal activity of the Company is investment holding. The
principal activities of the Company’s subsidiaries (together with the
Company referred to as the “Group”) are the provision of sourcing
and procurement solutions to customers for production of watches,
costume jewelries, and display and packaging products, and design,
manufacturing and distribution of watches of its own brands in the
People’s Republic of China (the “PRC”).

The directors of the Company consider the ultimate parent company
of the Group as at 31 December 2012 to be Data Champion
Limited, a company incorporated in the British Virgin Islands.

The financial statements on pages 40 to 95 have been prepared in
accordance with Hong Kong Financial Reporting Standards
("HKFRSs”) which collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations (“Int”) issued by the Hong
Kong Institute of Certified Public Accountants (the "HKICPA”). The
financial statements also include the applicable disclosure
requirements of the Hong Kong Companies Ordinance and the
Rules Governing the Listing of Securites on GEM of the Stock
Exchange (the “GEM Listing Rules”).

The financial statements for the year ended 31 December 2012
were approved for issue by the board of directors on 18 March
2013.

A H5 R R B

B E20129 12531 HiFFE
1. —f&&E#H

RERFHFEBERAR(ARRT DR
20104 6 A 14 A B HERKB A HRE 1981
FRAEEMR LA —HEREBRA
A) o ANA B K FEM 3 E LR Clarendon
House, 2 Church Street, Hamilton, HM
11, Bermuda ° N2 RIA = B & B R
BBNAZBMNESBE 131 REFH 019
=

RATHRMD B 2011 1 A 26 BRRES
BARSRAR AR (BT ]) AR (T Al
R Em e

ARBNEBRBR/REER - NRAAH
MEBARCERARRAEAIALE DM
IEXBRATPRHEAEER - AEK
BRI BRBNERES RRBAER
HERAREPEARKMBE (P EDRE
FERDIHEBE mEAERE o

RRAREERAR2012F12 A31 AREH
MRETAB AR EBE LS MK
AData Champion Limited °

F40EF 95 AU BIHRIIRIBEFBHH
BELA(FBMBRSERD(RERE
BRGHAG(FEGHAMDE NRMAD
ERNERNEEMBRELER  BEES
ZR(FEGTERDERE(2ED) R
B o B MR I EIEE L D AP KB 32
FrRIEARE 77 L AR R (AR ERARA D)
RENERRBEANTS -

HZE2012F12 A31 B IEFEMPBHRED
R2013FE3 A 18 B EE =S T -
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Powerwell Pacific Holdings Limited

2. ADOPTION OF NEW/REVISED HKFRSs

New/Revised HKFRSs — effective 1 January 2012

In the current year, the Group has applied for the first time
the following new standards, amendments and interpretations
issued by the HKICPA, which are relevant to and effective for
the Group’s financial statements for the annual period

Disclosures — Transfer of
Financial Assets

The adoption of these new amendments had no material
impact on how the Group’s results and financial position for
the current and prior years have been prepared and

(a)
beginning on 1 January 2012:
Amendments to HKFRS 7
presented.

(o) New/Revised HKFRSs

effective

— issued but are not yet

The Group has not applied the following new/revised HKFRSs
that have been issued but are not yet effective and are
potentially relevant to the Group’s financial statements.

HKFRS (Amendments)

Amendments to HKAS 1
(Revised)
Amendments to HKAS 32

Amendments to HKFRS 7

HKFRS 9
HKFRS 10

HKFRS 11
HKFRS 12

Amendments to HKFRS
10, HKFRS 11 and
HKFRS 12

Amendments to HKFRS
10, HKFRS 11 and
HKAS 27 (2011)

HKFRS 13

HKAS 27 (2011)

HKAS 28 (2011)

HKAS 19 (2011)
Amendments to HKFRS 1

Annual Report 20124 f

Annual Improvements 2009-2011
Cycle?

Presentation of ltems of Other
Comprehensive Income!

Presentation — Offsetting
Financial Assets and Financial
Liabilities®

Disclosures — Offsetting Financial
Assets and Financial Liabilities?

Financial Instruments*

Consolidated Financial
Statements?

Joint Arrangements?

Disclosure of Interests in Other
Entities?

Consolidated Financial Statements,
Joint Arrangements and
Disclosure of Interests in Other
Entities: Transition Guidance?

Investment Entities®

Fair Value Measurement?

Separate Financial Statements?

Investments in Associates and
Joint Ventures?

Employee Benefits?

Exemption from the requirement
to restate comparative
information for HKFRS 94

REAFEEEFRAE

2. IRENHRR]EE(E

(a)

] BEEUBREER
el SIS BRI REER -

H2012.E1 B1H &3

AEBRAFEEXER T HES
SR AGEM - BALER 2012
F1 81 BBz FEHRE 2T BR
TR R ZHIR B 2 FaT 28 -

CHEE

BB REER
RIRZER]

%5 — WELH
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R SR ERI BB AR BRA
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HUE2INTAELEEATE -
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g X ExEEER AT Powerwell Pacific Holdings Limited

2. ADOPTION OF NEW/REVISED HKFRSs (Continued)

(b)

New/Revised HKFRSs —

effective (Continued)
L Effective for annual periods beginning on or after 1 July 2012

issued but are not yet

2 Effective for annual periods beginning on or after 1 January 2013
9 Effective for annual periods beginning on or after 1 January 2014
& Effective for annual periods beginning on or after 1 January 2015

Information on new and amended HKFRSs that are expected
to have impact on the Group is as follows:

Amendments to HKAS 1 (Revised)

The amendments to HKAS 1 (Revised) require the Group to
separate items presented in other comprehensive income into
those that may be reclassified to profit or loss in the future
and those that may not. Tax on items of other comprehensive
income is allocated and disclosed on the same basis. The
amendments will be applied retrospectively.

HKFRS 9 — Financial Instruments

HKFRS 9 issued in November 2009 is the first part of phase
1 of a comprehensive project to entirely replace HKAS 39
Financial Instruments: Recognition and Measurement. This
phase focuses on the classification and measurement of
financial assets. Instead of classifying financial assets into four
categories, an entity shall classify financial assets as
subsequently measured at either amortised cost or fair value,
on the basis of both the entity’s business model for managing
the financial assets and the contractual cash flow
characteristics of the financial assets. This aims to improve
and simplify the approach for the classification and
measurement of financial assets compared with the
requirements of HKAS 39.

In November 2010, the HKICPA issued additions to HKFRS 9
to address financial liabilities (the "Additions”) and incorporated
in HKFRS 9 the current derecognition principles of financial
instruments of HKAS 39. Most of the Additions were carried
forward unchanged from HKAS 39, while changes were made
to the measurement of financial liabilities designated at fair
value through profit or loss using the fair value option. For
these fair value option liabilities, the amount of change in the
fair value of a liability that is attributable to changes in credit
risk must be presented in other comprehensive income. The
remainder of the change in fair value is presented in profit or
loss, unless presentation of the fair value change in respect
of the liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismatch in profit or
loss. However, loan commitments and financial guarantee
contracts which have been designated under the fair value
option are scoped out of the Additions.

2. ?(aTﬁééﬁ]%ﬁET/ Eis ] EEVMBREEL

(b)

R RE R Z HETEiE:T

EEMBRERR(E)

L 201247 A1 Bk ARG 2 FEH
AR

2 201341 A1 Bk ARG Z FEH
AR

3 201441 A1 Bk ARG 2 FE
AR

& 201541 A1 Bk ARG 2 EEH
AR

A EBE R  H AT REET

BRMBHREL ZERIT:

?%@#ﬁﬂ%#%Z%ﬂ%ﬂ%
7l

BB EFHERE 1 B ERT (RERT)
REAREDHAREMEERAZS
ZEBEARNEREN D BEERE
ZRRRIRA RN R EH DR EE
@2 BB - Hib2EMAIRR 2 A
MAREREED R E - ZFERTH
EWER -

BB IREEREOH — [/
TA/

R 2009 F 11 ABMHHNB BT BHRE
EREOHAEEBEF1EENE
o WEE2BRRE B ERE
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R2010F 11 A » BB S AER
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(ME@HIEE DRESHAE - WigE
AMAEBETERFEIHFNEmTA
BUERERR AU SR BB TSR 5 %
BIZEOSR - KEfDEHBEERE ST
SHEBIZE 39 SRR N EH, 0 B IR
AR ERIES 28T IHRAFER
ABZRHEmBEELEE - BizE
AFEEEEEMS @ BRAEERR
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2. ADOPTION OF NEW/REVISED HKFRSs (Continued)

(b)

Annual Report 20124 f

New/Revised HKFRSs —
effective (Continued)
HKFRS 9 — Financial Instruments (Continued)

issued but are not yet

HKAS 39 is aimed to be replaced by HKFRS 9 in its entirety.
Before this entire replacement, the guidance in HKAS 39 on
hedge accounting and impairment of financial assets
continues to apply.

HKFRS 10 — Consolidated Financial Statements

HKFRS 10 introduces a single control model for consolidation
of all investee entities. An investor has control when it has
power over the investee (whether or not that power is used
in practice), exposure or rights to variable returns from the
investee and the ability to use the power over the investee to
affect those returns. HKFRS 10 contains extensive guidance
on the assessment of control. For example, the standard
introduces the concept of “de facto” control where an
investor can control an investee while holding less than 50%
of the investee’s voting rights in circumstances where its
voting interest is of sufficiently dominant size relative to the
size and dispersion of those of other individual shareholders
to give it power over the investee. Potential voting rights are
considered in the analysis of control only when these are
substantive, i.e. the holder has the practical ability to exercise
them. The standard explicitly requires an assessment of
whether an investor with decision making rights is acting as
principal or agent and also whether other parties with
decision making rights are acting as agents of the investor.
An agent is engaged to act on behalf of and for the benefit
of another party and therefore does not control the investee
when it exercises its decision making authority. The
implementation of HKFRS 10 may result in changes in those
entities which are regarded as being controlled by the Group
and are therefore consolidated in the financial statements.
The accounting requirements in the existing HKAS 27 on
other consolidation related matters are carried forward
unchanged. HKFRS 10 is applied retrospectively subject to
certain transitional provision.

HKFRS 12 — Disclosure of Interests in Other Entities

HKFRS 12 integrates and makes consistent the disclosures
requirements about interests in subsidiaries, associates and
joint arrangements. It also introduces new disclosure
requirements, including those related to unconsolidated
structured entities. The general objective of the standard is to
enable users of financial statements to evaluate the nature
and risks of a reporting entity’s interests in other entities and
the effects of those interests on the reporting entity’s financial
statements.

REAFEEEFRAE
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g X ExEEER AT Powerwell Pacific Holdings Limited

2. ADOPTION OF NEW/REVISED HKFRSs (Continued)

(b)

New/Revised HKFRSs —
effective (Continued)
HKFRS 13 — Fair Value Measurement

issued but are not yet

HKFRS 13 provides a single source of guidance on how to
measure fair value when it is required or permitted by other
standards. The standard applies to both financial and non-
financial items measured at fair value and introduces a fair
value measurement hierarchy. The definitions of the three
levels in this measurement hierarchy are generally consistent
with HKFRS 7 “Financial Instruments: Disclosures”. HKFRS 13
defines fair value as the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date (i.e. an
exit price). The standard removes the requirement to use bid
and ask prices for financial assets and liabilities quoted in an
active market. Rather the price within the bid-ask spread that
is most representative of fair value in the circumstances
should be used. It also contains extensive disclosure
requirements to allow users of the financial statements to
assess the methods and inputs used in measuring fair values
and the effects of fair value measurements on the financial
statements. HKFRS 13 can be adopted early and is applied
prospectively.

Annual Improvements to HKFRSs 2009-2011 Cycle

The Annual Improvements to HKFRSs — 2009 — 2011 Cycle
include a number of amendments to various HKFRSs, which
include:

HKAS 1 Presentation of Financial Statements

This improvement clarifies the difference between voluntary
additional comparative information and the minimum required
comparative information. Generally, the minimum required
comparative information is the previous period.

HKAS 16 Property, Plant and Equipment

This improvement clarifies that major spare parts and
servicing equipment that meet the definition of property, plant
and equipment are not inventory.

HKAS 32 Financial Instruments. Presentation

This improvement clarifies that income taxes arising from
distributions to equity holders are accounted for in
accordance with HKAS 12 /ncome Taxes.

HKAS 34 Interim Financial Reporting

The amendment aligns the disclosure requirements for total
segment assets with total segment liabilities in interim financial
statements. This clarification also ensures that interim
disclosures are aligned with annual disclosures.

The Group is in the process of making an assessment of the
potential impact of these new/revised HKFRSs.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1

3.2

Annual Report 20124 f

Basis of preparation

The significant accounting policies that conform to HKFRSs
and have been used in the preparation of these financial
statements are summarised below. These policies have been
consistently applied throughout the years presented unless
otherwise stated.

These financial statements have been prepared under the
historical cost convention. The measurement bases are fully
described in the accounting policies below.

It should be noted that accounting estimates and assumptions
are used in preparation of these financial statements.
Although these estimates and assumptions are based on
management’s best knowledge and judgement of current
events and actions, actual results may ultimately differ from
those estimates and assumptions. The areas involving a
higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial
statements, are disclosed in note 4.

Basis of consolidation

The consolidated financial statements comprise the financial
statements of the Company and its subsidiaries (see note 3.3
below) made up to 31 December each year. Subsidiaries are
consolidated from the date of acquisition, being the date on
which the Group obtains control, and continue to be
consolidated until the date that such control ceases. All inter-
company transactions, balances and unrealised gains and
losses on transactions between group companies are
eliminated in full in preparing the consolidated financial
statements. Unrealised losses resulting from inter-company
transactions are also eliminated unless the transaction
provides evidence of impairment of the asset transferred, in
which case they are recognised immediately in profit or loss.

Changes in the Group’s interests in subsidiaries that do not
result in a loss of control are accounted for as equity
transactions. The carrying amounts of the Group’s interest
and the non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiaries. Any
difference between the amount by which the non-controlling
interests is adjusted and the fair value of the consideration
paid or received is recognised directly in equity and
attributable to the owners of the Company.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.2

3.3

3.4

Basis of consolidation (Continued)

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between (i)
the aggregate of the fair value of the consideration received
and the fair value of any retained interest and (i) the previous
carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interest,
and also the cumulative transaction difference recorded in
equity. Amounts previously recognised in other comprehensive
income in relation to the subsidiary are accounted for in the
same manner as would be required if the relevant assets or
liabilities were disposed of.

Subsidiaries

Subsidiaries are entities (including special purpose entities)
over which the Group is able to exercise control. Control is
achieved where the Company, directly or indirectly, has the
power to govern the financial and operating policies of the
entities so as to obtain benefits from their activities. The
existence and effect of potential voting rights that are
currently exercisable or convertible are considered when
assessing whether the Group controls another entity.

In the Company’s statement of financial position, investments
in subsidiaries are stated at cost less any impairment loss.
The results of subsidiaries are accounted for by the Company
on the basis of dividends received and receivable at the
reporting date.

Goodwill

Goodwill arising from acquisition of subsidiaries represents the
excess of the aggregate of consideration transferred and the
amount recognised for non-controlling interests over the fair
value of the identifiable assets acquired and liabilities including
contingent liabilities assumed as at the date of acquisition.

Where the fair value of identifiable assets, liabilites and
contingent liabilites exceed the fair value of consideration
paid, the excess, being bargain purchases, is recognised
immediately in profit or loss.

Goodwill is initially recognised at cost and subsequently
measured at cost less impairment losses. Goodwill is
reviewed for impairment annually at the end of the reporting
period or more frequently if events or changes in
circumstances indicate that the carrying value of goodwill may
be impaired (note 3.7). On subsequent disposal of a
subsidiary, the carrying amount of goodwill relating to the
entity sold is included in determining the amount of the gain
or loss on disposal.
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REAFEEEFRAE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. IEEHERBEE)

POLICIES (Continued)

3.5 Other intangible assets 3.5 HihEMEE
Acquired intangible assets are recognised initially at cost. BWIEETEEVIFPIRKAERER
After initial recognition, intangible assets with finite useful lives R MERE - AEAFHAERNE
are carried at cost less accumulated amortisation and any A R ANE R R 5T 8 R TR
impairment losses (note 3.7). Amortisation for intangible BEEE(MFES3.7)58R - Al AFH
assets with finite useful lives is provided on straight-line basis ERAEREEREREFIERT
over their estimated useful lives. Amortisation commences BALABARA T DAEESY - ML BERA
when the intangible assets are available for use. Intangible L0 FARFRERNEESH - TERFIRAIEA
assets with indefinite useful lives are carried at cost less any FHNEREERKANREARER
subsequent accumulated impairment losses. FTREETBSIER o

3.6 Property, plant and equipment 3.6 ¥ - MERRE
Property, plant and equipment are stated at cost less Y% - B KRB AN ER 2T
accumulated depreciation and any impairment losses (note E RERDRAEEE(HE3.7) %58k
3.7). When an item of property, plant and equipment is W% - B R BIE B WO B AR
classified as held-for-sale, it is not depreciated and is EHE - AN TIE - WIRRHESH
accounted for in accordance with HKFRS 5 as further B EERE SRR (E— 1B
explained in note 3.8. Depreciation is provided to write off the HRHES.8) - WRNE M AIEAE
cost less their residual values, using straight-line method, over HALA B AR AR IR IT B LAMUSH A AR
their estimated useful lives. Land and building classified as fR1E - 7 ARMEREN i MEFR
finance leases are depreciated over the unexpired term of the LA EMFRAANGTRTE - Efth
leases. Other items are depreciated at the following rates per T8 B R IA T E R EHRITE ¢
annum:
Leasehold improvements HEERE 20%
Furniture, fixtures and equipment RIEL - RERF 20%
Plant and machinery R E K ikes 20%
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Motor vehicles E
The asset’s residual values, depreciation method and
estimated useful lives are reviewed, and adjusted if
appropriate, at each reporting date.

The gain or loss arising on disposal is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. All other costs such as repairs and
maintenance are charged to profit or loss during the financial
period in which they are incurred.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

g X ExEEER AT Powerwell Pacific Holdings Limited

POLICIES (Continued)

3.7

Impairment of non-financial assets

Goodwill and other intangible assets having indefinite useful
lives are tested for impairment at least annually, irrespective
of whether there is any indication that they are impaired. All
other assets including property, plant and equipment and
other intangible assets with finite useful lives are tested for
impairment whenever there are indications that the assets’
carrying amounts may not be recoverable.

An impairment loss is recognised as an expense immediately
for the amount by which the asset’s carrying amount exceeds
its recoverable amount. Recoverable amount is the higher of
fair value, reflecting market conditions less costs to sell, and
value in use. In assessing value in use, the estimated future
cash flows are discounted to their present values using a
pre-tax discount rate that reflects current market assessment
of time value of money and the risk specific to the asset.

For the purposes of assessing impairment, where an asset
does not generate cash inflows largely independent of those
from other assets, the recoverable amount is determined for
the smallest group of assets that generate cash inflows
independently (i.e. a cash-generating unit). As a result, some
assets are tested individually for impairment and some are
tested at cash-generating unit level. Goodwill in particular is
allocated to those cash-generating units that are to benefit
from the synergies of the acquisition. A cash-generating unit
to which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the unit
may be impaired.

An impairment loss on goodwill is not reversed in subsequent
periods. In respect of other assets, an impairment loss is
reversed if there has been a favourable change in the
estimates used to determine the asset’s recoverable amount
and only to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no
impairment loss had been recognised. A reversal of such
impairment is credited to profit or loss in the period in which
it arises unless that asset is carried at revalued amount, in
which case the reversal of impairment loss is accounted for
in accordance with the relevant accounting policy for the
revalued amount.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.8

3.9

3.10
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Assets held-for-sale

Non-current assets and disposal groups are classified as
held-for-sale when their recoverable amounts are to be
recovered principally through sale and sale is considered
highly probable.

Non-current assets and disposal groups classified as held-for-
sale are measured at the lower of their carrying amounts
immediately prior to being classified as held-for-sale and fair
value less costs to sell.

Inventories

Inventories are carried at the lower of cost and net realisable
value. Cost of inventories for the sourcing and procurement
business is determined using first-in, first-out basis whereas
cost of inventories for the PRC watch business is determined
using weighted average basis. Net realisable value is the
estimated selling price in the ordinary course of business less
the estimated costs of completion and applicable selling
expenses.

Financial assets

Financial assets of the Group are classified into loans and
receivables. Management determines the classification of its
financial assets at initial recognition depending on the purpose
for which the financial assets were acquired and where
allowed and appropriate, re-evaluates this designation at
every reporting date.

All financial assets are recognised when, and only when, the
Group becomes a party to the contractual provisions of the
instrument. Regular way purchases of financial assets are
recognised on trade date. When financial assets are
recognised initially, they are measured at fair value plus
directly attributable transaction costs, except in the case of
financial assets recorded at fair value through profit or loss.
Derecognition of financial assets occurs when the rights to
receive cash flows from the investments expire or are
transferred and substantially all of the risks and rewards of
ownership have been transferred.

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. These are subsequently measured at amortised
cost using the effective interest method, less any identified
impairment losses. Amortised cost is calculated taking into
account any discount or premium on acquisition and includes
fees that are an integral part of the effective interest rate and
transaction cost. Gain and losses are recognised in profit or
loss when the loans and receivables are derecognised or
impaired as well as through the amortisation process.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.10 Financial assets (Continued)

Impairment of financial assets

At each reporting date, the Group assesses whether there is
any objective evidence that financial asset is impaired.
Objective evidence of impairment of individual financial assets
includes observable data that comes to the attention of the
Group about one or more of the following loss events:

—  significant financial difficulty of the debtor;

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

— granting concession to a debtor because of debtors’
financial difficulty;

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

= significant changes in the technological, market,
economic or legal environment that have an adverse
effect on the debtor.

Loss events in respect of a group of financial assets include
observable data indicating that there is a measurable
decrease in the estimated future cash flows from the group
of financial assets. Such observable data include but not
limited to adverse changes in the payment status of debtors
in the group and, national or local economic conditions that
correlate with defaults on the assets in the group.

If there is objective evidence that an impairment loss on loans
and receivables has been incurred, the amount of the 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). The amount of the loss is recognised in profit or
loss of the period in which the impairment occurs.

If, in subsequent period, the amount of the impairment loss
on loans and receivables decreases and the decrease can be
related objectively to an event occurring after the impairment
was recognised, the previously recognised impairment loss is
reversed to the extent that it does not result in a carrying
amount of the financial asset exceeding what the amortised
cost would have been had the impairment not been
recognised at the date the impairment is reversed. The
amount of the reversal is recognised in profit or loss for the
period in which the reversal occurs.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.10

3.11

3.12
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Financial assets (Continued)

Impairment of financial assets (Continued)

Where the recovery of trade receivables is considered
doubtful but not remote, the impairment losses for doubtful
receivables are recorded using an allowance account. When
the Group is satisfied that recovery of trade receivables is
remote, the amount considered irrecoverable is written off
against trade receivables directly and any amounts held in the
allowance account in respect of that receivable are reversed.
Subsequent recoveries of amounts previously charged to the
allowance account are reversed against the allowance
account. Other changes in the allowance account and
subsequent recoveries of amounts previously written off
directly are recognised in profit or loss.

Cash and cash equivalents

Cash and cash equivalents include cash at banks and in
hand, demand deposits and short-term, highly liquid
investments with original maturities of three months or less
that are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value.

Financial liabilities

The Group’s financial liabilities include short-term bank
borrowings and trade and other payables which are financial
liabilities at amortised cost.

Financial liabilities are recognised when the Group becomes a
party to the contractual provisions of the instrument. All
interest related charges are recognised in accordance with
the Group’s accounting policy for borrowing costs (note 3.20).
A financial liability is derecognised when the obligation under
the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the
difference in the respective carrying amount is recognised in
profit or loss.

Short-term bank borrowings

Short-term bank borrowings are recognised initially at fair
value, net of transaction costs incurred. Short-term bank
borrowings are subsequently stated at amortised cost; any
difference between the proceeds (net of transaction costs)
and the redemption value is recognised in profit or loss over
the period of the borrowings using the effective interest
method. Short-term bank borrowings are classified as current
liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least twelve months after the
reporting date.
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g X ExEEER AT Powerwell Pacific Holdings Limited

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.12

3.13

3.14

3.15

Financial liabilities (Continued)

Trade and other payables

Trade and other payables are recognised initially at their fair
values and subsequently measured at amortised cost, using
the effective interest method.

Share capital

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have been
issued. Any transaction costs associated with the issuing of
shares are deducted from share premium (net of any related
income tax benefit) to the extent they are incremental costs
directly attributable to the equity transaction.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a legal or constructive obligation
arising as a result of a past event, which will probably result
in an outflow of economic benefits that can be reasonably
estimated.

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

Financial guarantee contracts

A financial guarantee contract is a contract that requires the
issuer to make specified payments to reimburse the holder
for a loss it incurs because a specified debtor fails to make
payment when due in accordance with the original or
modified terms of a debt instrument. A financial guarantee
contract issued by the Company and not designated as at
fair value through profit or loss is recognised initially at its fair
value less transaction costs that are directly attributable to
the issue of the financial guarantee contract. Subsequent to
initial recognition, the Company measures the financial
guarantee contact at the higher of: (i) the amount determined
in accordance with note 3.14; and (i) the amount initially
recognised less, when appropriate, cumulative amortisation
recognised in accordance with HKAS 18 Revenue.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.16

3.17
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Revenue and other income recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods, net of applicable
value-added tax, rebates and discounts. Provided it is
probable that the economic benefits will flow to the Group
and the revenue and other income can be measured reliably,
revenue and other income are recognised as follows:

Sales of goods are recognised upon transfer of the significant
risks and rewards of ownership to the customer. This is
usually taken as the time when the goods are delivered and
the customer has accepted the goods.

Interest income is recognised on a time-proportion basis by
reference to the principal outstanding and the effective
interest method.

Freight income is recognised when the relevant services are
rendered.

Leases

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

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and rewards of
ownership are classified as being held under finance leases.
Leases which do not transfer substantially all the risks and
rewards of ownership to the Group are classified as operating
leases.

Rentals payable under operating leases are charged to profit
or loss on a straight-line basis over the term of the relevant
lease.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.18

3.19

Employee benefits

Retirement benefit costs

Retirement benefits to employees are provided through
defined contribution plans. The Group operates a defined
contribution retirement benefit plan under the Mandatory
Provident Fund Schemes Ordinance (the “MPF Scheme”), for
all of its employees who are eligible to participate in the MPF
Scheme. Contributions are made based on a percentage of
the employees’ basic salaries.

The employees of the Group’s subsidiary which operates in
the PRC are required to participate in a central pension
scheme operated by the local municipal government. This
subsidiary is required to contribute certain percentage of
employees’ salaries to the central pension scheme.

Contributions are recognised as an expense in profit or loss
as employees render services during the year. The Group’s
obligations under these plans are limited to the fixed
percentage contributions payable.

Short-term employee benefits

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

Non-accumulating compensated absences such as sick leave
and maternity leave are not recognised until the time of leave.

Foreign currencies
The financial statements are presented in Hong Kong Dollars
(“HK$”), which is also the functional currency of the Company.

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated into the
functional currency of the individual entity using the exchange
rates prevailing at the dates of the transactions. At the
reporting date, monetary assets and liabilities denominated in
foreign currencies are translated at the foreign exchange rates
ruling at that date. Foreign exchange gains and losses
resulting from the settlement of such transactions and from
the reporting date retranslation of monetary assets and
liabilities are recognised in profit or loss.

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 and are reported
as part of the fair value gain or loss. Non-monetary items that
are measured in terms of historical cost in a foreign currency
are not retranslated.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (Continued)

3.19

3.20

3.21

Annual Report 20124 5f

Foreign currencies (Continued)

In the consolidated financial statements, all individual financial
statements of foreign operations, originally presented in a
currency different from the Group’s presentation currency,
have been converted into HK$. Assets and liabilities have
been translated into HK$ at the closing rates at the reporting
date. Income and expenses have been converted into the
HK$ at the exchange rates ruling at the transaction dates, or
at the average rates over the reporting period provided that
the exchange rates do not fluctuate significantly. Any
differences arising from this procedure have been recognised
in other comprehensive income and accumulated separately
in the translation reserve in equity. Such translation differences
are recognised as profit or loss in the period in which the
foreign entity is disposed of.

Borrowing costs

Borrowing costs attributable directly to the acquisition,
construction or production of any qualifying assets which
require a substantial period of time to be ready for their
intended use or sale, are capitalised as part of the cost of
those assets. All other borrowing costs are recognised in
profit or loss in the period in which they are incurred.

Accounting for income taxes

Income taxes for the year comprise current tax and deferred
tax. Current tax is based on the profit or loss from ordinary
activities adjusted for items that are non-assessable or
disallowable for income tax purposes and is calculated using
tax rates that have been enacted or substantially enacted at
the end of reporting period.

Deferred tax is recognised in respect of temporary differences
between the carrying amounts of assets and liabilities for
financial reporting purposes and the corresponding amounts
used for tax purposes. Except for goodwill and recognised
assets and liabilities that affect neither accounting nor taxable
profits, deferred tax liabilities are recognised for all temporary
differences. Deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available against
which deductible temporary differences can be utilised. Such
assets and liabilities are not recognised if the temporary
difference arises from goodwill or from initial recognition (other
than in a business combination) of other assets and liabilities
in a transaction that affects neither the taxable profit nor
accounting profit or loss. Deferred tax assets and liabilities
are measured at the tax rates expected to apply in the period
in which the liability is settled or the asset is realised based
on tax rates that have been enacted or substantively enacted
by the reporting date.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.21

3.22

Accounting for income taxes (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries except
where the Group is able to control the reversal of the
temporary differences and it is probable that the temporary
differences will not reverse in the foreseeable future. Deferred
tax assets arising from deductible temporary differences
associated with such investments and interests are only
recognised to the extent that it is probable that there will be
sufficient taxable profits against which to utilised 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
each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be recovered.

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 reporting date, to recover or
settle the carrying amounts of its assets and liabilities.

Income taxes are recognised in profit or loss except when
they relate to items recognised in other comprehensive
income in which case the taxes are also recognised in the
other comprehensive income.

Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal financial
information reported to the executive directors for their
decisions about resources allocation to the Group’s business
components and for their review of the performance of those
components. The business components in the internal
financial information reported to the executive directors are
determined following the Group’s line of business.

The measurement policies the Group uses for reporting
segment results under HKFRS 8 Operating Segments are the
same as those used in its financial statements prepared
under HKFRSs, except that interest income, interest expense,
income tax and corporate income and expenses which are
not directly attributable to the business activities of any
operating segment are not included in arriving at the
operating results of the operating segments.

Segment assets include all assets but tax assets.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.23 Related parties
A party is considered to be related to the Group if:

(@ the party is a person or a close member to that
person’s family and that person

M

(i)

(i)

or

has control or joint control over the Group;

has significant influence over the Group; or

is a member of the key management personnel
of the Group or of a parent of the Group;

(b) the party is an entity where any of the following
conditions applies:

M

(i)

(vi)

(vil)

03 Annual Report 20124 5

the entity and the Group are members of the
same group;

one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

the entity and the Group are joint ventures of the
same third party;

one entity is a joint venture of a third party and
the other party is an associate of the third party;

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group;

the entity is controlled or jointly controlled by a
person identified in (a); and

a person identified in (a)(i) has significant influence
over the entity or is a member of the key
management personnel of the entity (or of a
parent of the entity).
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

3.23 Related parties (Continued)
Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by, that individual in their dealings with the entity and include:

(i) that person’s children and spouse or domestic partner;

(ii) children of that person’s spouse or domestic partner;
and

(i)  dependents of that person or that person’s spouse or
domestic partner.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are
discussed below:

Impairment of non-financial assets

The Group assesses impairment by evaluating conditions specific to
the Group that may lead to impairment of the assets. When an
impairment trigger exists, the recoverable amount of the asset is
determined. Value in use calculations performed in assessing
recoverable amounts incorporate a number of key estimates and
assumptions about future events, which are subject to uncertainty
and might materially differ from the actual results. In making these
key estimates and judgements, the directors take into consideration
assumptions that are mainly based on market conditions existing at
the reporting date and appropriate market and discount rates.
These estimates are regularly compared to actual market data and
actual transactions entered into by the Group. Significant estimates
and assumptions used by the Group for the impairment assessment
of goodwill and other intangible assets related to the PRC Watch
Business (as defined in note 6) are disclosed in note 15.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Impairment of receivables

The Group determines impairment losses for bad and doubtful
debts resulting from the inability of customers/debtors to make the
required payments. A considerable amount of estimate and
judgement is required in assessing the ultimate realisation of these
receivables which is based on the ageing of the accounts receivable
balance, customer credit-worthiness, and historical write-off
experience. If the financial conditions of customers/debtors
deteriorate, additional allowance for bad and doubtful debts may be
required.

Inventory valuation

In determining the amount of allowance required for obsolete and
slow-moving inventories, the Group would assess realisability of the
inventories and the Group may make reference to the ageing
analysis of the inventories. A considerable amount of judgement and
estimates is required in determining such allowance. If conditions
which have an impact on the net realisable value of inventories
deteriorate, additional allowances may be required.

Estimate of current tax and deferred tax

The Group is subjected to tax in different tax jurisdictions. Significant
judgement and estimates is required in determining the amount of
the provision for taxation and the timing of payment of the related
taxation. Where the final tax outcome is different from the amounts
that were initially recorded, such differences will impact the income
tax and deferred tax provisions in the periods in which such
determination are made.
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REVENUE AND OTHER INCOME

An analysis of the revenue from the Group’s principal activities (note
1), which is also the Group’s turnover, and other income is as
follows:

WA B E AU A
KEAREEEZEB(HE1DOBARS
AEEEXRE) REMBARDFTIT

2012 2011
20124 20114
HK$°000 HK$'000

Revenue ' N
Sales of goods EmiHE
Freight income EBEIRA

Other income HibUg A\
Bank interest income HITHEHA
Commission income HEUBA
Exchange gain b 5 Wz
Sundry income WA
Total income HT DN

SEGMENT INFORMATION

The Group is principally engaged in the provision of sourcing and
procurement solutions to customers for production of watches,
costume jewelries, and display and packaging products (the
“Sourcing Business”) which is identified as a reportable segment,
the operating result over which has been regularly reviewed by the
executive directors in assessing the performance of the Group and
making decision for resource allocation. In respect of Sourcing
Business, the Group provides customers with a wide range of
sourcing management solutions including product design and
product development, raw materials and components sourcing and
production outsourcing; and procurement management solutions
including quality assurance and control, logistics and delivery
handling services. The products are mainly exported to overseas
countries. Also, the Group has established the necessary
procurement and production facilities and its own sales network for
the design, manufacturing and distribution of its own brands of
watches in the PRC. This line of business is identified as another
reportable segment (the “PRC Watch Business”).

FET T8
196,385 238,889
1,270 1,360
197,655 240,249
214 81

- 6

- 65

72 84

286 236
197,941 240,485
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6. SEGMENT INFORMATION (Continued) 6.
Segment revenue, segment results and segment assets
Information regarding the Group’s reportable operating segments
including the reconciliations to profit before income tax and total
assets are as follows.

Sourcing PRC Watch

67
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Business Business Total
&R thE]
BEXFH SEERETE st
HK$’000 HK$’000 HK$’000
F#ET FETT F#ET
Year ended 31 December 2012 #HE2012F12A31H
ILEE
Reportable segment revenue (note (a)) A RE D BN (HT7E () 168,021 29,634 197,655
Reportable segment profit/(loss) RS D B, (E1E) 16,282 (4,221) 12,061
Interest income FEWA 214
Corporate income and expenses WA RMAEZ (8,642)
Profit before income tax BRPT S R F 3,633
Adjusted EBITDA (note (c)) EORERAE - BHIE
e R R AF|
(H17#(c) 17,317 (3,670) 13,647
At 31 December 2012 #2012512A31H
Reportable segment assets AREDEEE 68,232 41,067 109,299
Prepaid tax FER LA 1,017
Assets classified as held-for-sale HIEREEE 5,879
Corporate assets HEE 287
Total assets S E 116,482
Year ended 31 December 2012 BiE2012%12A31H
ILEE
Other information: HAbh &R
Interest expense BRI 340 - 340
Depreciation of property, plant and Y% - BB k&
equipment Z2IE 695 551 1,246
Loss on disposal of property, plant HEWE « BB R&E
and equipment Z[E518 - 43 43
Addition to non-current assets (note (b)) ERBEERE
(K17t m)) 257 1,187 1,444
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SEGMENT INFORMATION (Continueq)
Segment revenue, segment results and segment assets

6.

SEREE(E)
SEWIN « FEBEER S BEE(H)

(Continued)
PRC
Sourcing Watch
Business  Business Elimination Total
BR e
MEEE  ERER Eafc] #aEt
HK$'000 HK$'000 HK$000 HK$000
FET FET FEr FET
Year ended 31 December 2011 HFE2011£12A31H
WLEE
Total segment revenue DEBUN LB EE 220,279 20,128 (153) 240,249
Inter-segment revenue BRI A - (153) 153 =
Reportable segment revenue AJRE D FRA 220,279 19,970 — 240,249
Reportable segment profit/(loss) ARE D EbEF S (EE) 26,050 (3,798) — 22,252
Interest income FEUA 81
Corporate income and expenses EWARMAEZ (7,867)
Profit before income tax BRFR S B R F 14,466
Adjusted EBITDA (note (c)) KCREERAE - BIE
P& N A R
(Btit(c) 27,198 (3,500) — 23,698
At 31 December 2011 #2011E12A31H
Reportable segment assets AREDEEE 87,811 26,041 — 113,852
Corporate assets EEE 2,320
Total assets BEE 116,172
Year ended 31 December 2011 BFE2011%F12A831H
ILEE
Other information: H A &EHL -
Interest expense MEFEZ 120 — — 120
Depreciation of property, plant and Y% - BE &
equipment RiEITE 1,028 298 — 1,326
Loss on disposal of property, plant and HEWE  BEK
equipment Bl i — 1 = 1
Addition to non-current assets (note (b)) ERBEERE
(Kt b)) 2,185 1,173 = 3,358
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SEGMENT INFORMATION (Continued)
Segment revenue, segment results and segment assets
(Continued)

Notes:
(a) There were no inter-segment sales during the year.

(b) Addition to non-current assets represents additions to property, plant and
equipment and other intangible assets.

() Adjusted earnings before interest, taxation, depreciation and amortisation (“‘Adjusted
EBITDA”) is also a measurement basis regularly reviewed by the directors in
assessing the performance of the Group and making decision for resources
allocation. This measurement basis is consistent with that of the segment results
except that interest expenses and depreciation and amortisation charge are not
included in the Adjusted EBITDA.

Other than the above, the executive directors regularly review
revenue analysis by products, including watches, display and
packaging products, and costume jewelries, which is presented
below:

REAFEEERRAE

SEREE(E)
SEWIN « FEBEER S BEE(H)

et
@ RAEEEES NS -

(o) FRBEENBIENF - BEREEHERNEREM
BIVAERE -

© EETHBNCHRGRTEL PR - TEREH
BN (EBERFIE  HiE  FEREHAR
A - ERHEREERRRELERS EORAE
METBEE o AT BEERS BRE B D
BETSALRERAE - BIA - EREBH
Bz M B R RITE R o

B EESN  AITEREHEMRER(E
miEk - RIINBER  RAEKE)ED
AL - 25T ¢

2012 2011
20124 20114
HK$’000 HK$'000
FiéT FHEr

Sales of HE

— watches — fEk

— display and packaging products — BA B
— costume jewelries — ANEKRE

Geographical information

The Group’s operations are mainly located in Hong Kong (place of
domicile). The Group’s revenue by geographical locations is
determined based on shipment destination instructed by customers.
The Group’s non-current assets by geographical locations are
determined based on physical location of the assets.

129,429 154,333
48,556 59,293
19,670 26,623

197,655 240,249
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6. SEGMENT INFORMATION (Continued)
Geographical information (Continued)
Analysis of the Group’s revenue and non-current assets by
geographical locations are as follows:

HK$’000

Hong Kong (place of domicile) &8 (i)
The PRC, excluding Hong Kong FE - TEERS
USA EH
Europe BRM
— Denmark — F3E
— Germany — =
— France — EH
— United Kingdom — I
— ltaly — BEARA
— Others — Eftb
Asia CEV
Others Hh
Total “est

The Company is an investment holding company incorporated in
Bermuda where the Group does not have activities. Since the major
operations of the Group are conducted in Hong Kong, Hong Kong
is considered as the Group’s place of domicile for the disclosure
purpose of HKFRS 8.

Information about major customers

During the year, there were two (2011: two) customers from the
Group’s Sourcing Business each of whom contributed 10% or more
of the Group’s total revenue. Revenue derived from these two
customers during the year amounted to HK$101,850,000 (2011:
HK$141,406,000) and HK$31,029,000 (2011: HK$36,251,000)
individually.

SERER(E)

WESE(Z)
AEBZWREDHNWARIERBEED
M

Revenue from
external customers

REIMEBE RN

Non-current assets
ERBEE
2012 2011 2012 2011
20125 EEPORESE 20125 EEPORES
HK$'000 | L6l HK$'000
FET F#ET FET

FET

22,472 30,364 991 7,172
21,891 18,244 8,536 7,953
74,392 107,627 - =
31,828 52,791 - =
12,222 293 — =
5,728 4,157 - =
4,212 1,635 — =
2,715 4,365 - =
8,542 8,382 - =
5,826 5,971 — =
7,827 6,520 — =
197,655 240,249 9,527 15,125

ARRBR/NAEE L X B REEM
BRI BB AR - R AKE AR D
EBRERET  BANBEUHRELE
A5 8RN ER B eV 5 AR A A KB AR
STHE, o

FEERMEE

FER - AEEREXBREQOTE: MA)E
FESEBRE  SANEBEERBKA
10% KA EMERL - RAFE - REZW
ZEFHWADRIA 101,850,000 7% 7T &
31,029,000 7T, (2011 £F : 141,406,000 /&
7T 136,251,000/ 7T ) ©
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FINANCE COSTS 7. HBERE
2012 2011
20125 20114
HK$’000 HK$’000
F#ETT FEr
Interest on bank borrowings and overdrafts wholly — ZBR R ERBEEEEH
repayable within five years RITEERBEZFE 340 120
PROFIT BEFORE INCOME TAX 8. [BrFrEBiEIET
Profit before income tax is arrived at after charging/(crediting): BRETSFL AT R R INER  (GE A A T &8
TBEB
2012 2011
20124 20114
HK$’000 HK$'000
FETT FET
Auditor’s remuneration ZERED B & 558 558
Cost of inventories recognised as expenses R AR NFERA 145,312 179,213
Depreciation of property, plant and equipment Y - WEREETE 1,246 1,326
Exchange loss/(gain) EREE (W) 451 (65)
Operating lease charges in respective of land B RARF AL A
and building HEXH 1,218 1,089
Employee benefit expenses EERFRAXZ
(including directors’ remuneration) (PIEEZHS)
Salaries, allowances and benefits in kind e EBREYH G 24,914 25,338
Retirement benefit — defined contribution plans' RINER — E5E
HRETE 794 819
25,708 26,157
Loss on disposal of property, plant and equipment? HEWIZE - BE &
RIBHEE? 43 1
1 no forfeited contributions available for offset against existing contributions during g RAFEE R E—FEHEQWHR AT K HER
the year and in prior year BHK
2 included in “other operating expenses’ in the consolidated statement of 2 FTASRE R ERE R HA LR

comprehensive income
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INCOME TAX EXPENSE

O

Current tax — Hong Kong profits tax
— charge for the year
— over provision in prior years

Current tax — PRC Enterprise Income Tax

— under provision in prior years

Income tax expense

BIEARITE — BEFGEH
— FAXH
— BEFEEEREG

BRI —
DERPTEH
— BEFERBETR

PSR

Hong Kong profits tax has been provided at the rate of 16.5%
(2011: 16.5%) on the estimated assessable profits for the year.

The Group’s subsidiary, FIITREFEHKBRAEF (Shenzhen
Tianhaiba Watches Company Limited) (“Tianhaiba”), a PRC entity, is
subject to PRC Enterprise Income Tax at the tax rate of 25%. No
provision for PRC Enterprise Income Tax has been made as
Tianhaiba did not generate any taxable profits arising in the PRC
during the year or in prior year.

Reconciliation between income tax expense and accounting profit at

applicable tax rates is as follows:

s

2012 2011
20124 20114F
HK$°000 HK$'000
FT FBT
1,884 4,246
(558) (181)
1,326 4,065

- 3

- 3

1,326 4,068

EBF B R ANFEE (T EREDE ML
&16.5%(20114F : 16.5%)5TF °

AEEN—HTHERBARRYTRESR
BERAERAR(REH)EZEBE26%HT
FREMEMEN - ARKEBRAFEX
E—FEYE AP B E S EFERT R
A BErEFLP BEERAE TR A -

P8R B S B o FIRE AR R B R
o -

Profit before income tax

Tax calculated at tax rates applicable to the
jurisdictions concerned

Tax effect of non-deductible expenses

Tax effect of non-taxable income

Tax effect of tax loss/deductible temporary
differences not recognised

Over provision in prior years

Others

Income tax expense for the year

B P15 B¢ AT a 7

IR AL AR A E A
BERAHE IR

RS OB &

BARHBANBR ST &

REERTSER, /AT
EREENTEYE

BEFEBERE

HAh

FRFEHRFAX

2012 2011
201245 20114
HK$°000 HK$'000
F#EIT FET
3,633 14,466
244 2,066
1,446 2,238
(93) (576)

41 157
(558) (178)

246 361
1,326 4,068
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9. INCOME TAX EXPENSE (Continued)

The Group had unrecognised tax losses and deductible temporary
differences arising in Hong Kong of approximately HK$53,000 (2011:
HK$47,000) and HK$687,000 (2011: HK$443,000) respectively.
These tax losses are available indefinitely for offsetting against future
taxable profits of the companies in which the losses arose. In
addition, the Group had unrecognised tax losses arising in the PRC
of approximately HK$88,000 (2011: HK$330,000) which will expire
in five years for offsetting against future taxable profit of the
companies in which the losses arose. No deferred tax asset has
been recognised in respect of the above items due to the
unpredictability of future profit streams.

10. PROFIT ATTRIBUTABLE TO THE OWNERS OF THE
COMPANY
Of the consolidated profit attributable to the owners of the Company
of HK$2,307,000 (2011: HK$10,393,000), a loss of HK$2,469,000
(2011: loss of HK$39,000) has been dealt with in the financial
statements of the Company.

11. DIVIDENDS
Dividends proposed or declared by the Company during the year
and in prior year are as follows:

10.

11.

REAFEEERRAE

FieBiA%(#&)
AEBERBEENRERRISER RN
T = 829 Bll#9 4 53,000 % 75 (2011 4 :
47,0008 7T) & 687,000 8T (2011 4 :
443,00087T) - ZEBBEETREES
BB oKk = AR K 85 2 A B R 2R FE RR B R
F o HEAN - ANEBA A BHEA R RERTG
[E5184) 4 88,000/87T (2011 4F : 330,000/8
70) ¢ IR AFAEEEEERKE AR
RIRERFLEF o ARIAFREFETE
TEME - ARG EtIE B RELEHEE
E °

. SAiE S PN 2

KRR AEILERE %75 2,307,0008 7T
(20114 : 10,393,000 7T)F » FHiE
2,469,000 7T (2011 4F : E53839,0007 7T )
BRARR AR M SRR )AL -

B8
RAFERERE—FE  ARREZEXETIR
HRRET

Interim — Nil (2011: HK1 cent) per ordinary share

- SRR AR TR

(20114 : 13840)

Proposed final — Nil (2011: HK2 cents) per
ordinary share

The dividends paid during the year ended 31 December 2012
amounting to HK$3,000,000 representing the final dividend for the
year ended 31 December 2011, which were paid in May 2012.

The dividends paid during the year ended 31 December 2011
amounting to HK$4,500,000 comprised the final dividend for the
year ended 31 December 2010 of HK$3,000,000 and the interim
dividend declared during the year ended 31 December 2011 of
HK$1,500,000.

12. EARNINGS PER SHARE
The calculation of basic eamnings per share for the year ended 31
December 2012 is based on the profit attributable to the owners of
the Company amounting to HK$2,307,000 (2011: HK$10,393,000),
and the weighted average of 150,000,000 shares (2011:
147,123,000 shares) in issue throughout the year.

The Group had no potential dilutive ordinary shares in issue during
the year and in prior year.
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EEAH-gRkTars
AL 0114  2/8(l)

12.

2012 2011
20125 20114
HK$°000 HK$’000
F#EIT FET
— 1,500

- 3,000

— 4,500

HE2012F12 A31 B IEFEIRMNH
3,000,000/ A% 8. AR 2012 F 5 ARt
RAEZE20115E12 A31 B IHFEH RIS -

HZE2011F12 A31 HIEFEIRMNOKE A
4,500,000/ 7T * BIEKHEZ2010F12
A 318 IEFE />R HEIR% 8.3,000,00078 7T &
HE2011FE12 A31 BILEENHHRKRE
1,500,000/ 7T °

BT

HZE2012F12 A31 B ILFEFREREF
THiRAE AN BB A FE (5% 51 2,307,000 75
7t (2011 4F : 10,393,000587C) * UERER
AR R BTG5 hniE 35 20150,000,000
A% (20114 : 147,123,0000% )5t &

AEERAFEREFHECETAEE
BN BB o




13. REMUNERATION OF DIRECTORS

HIGHEST PAID INDIVIDUALS

Directors’ remuneration

AND FIVE

EE

13. EERAZREHALHIHN

R K ¥EEFR AT Powerwell Pacific Holdings Limited

Salaries,
allowances
Discretionary and benefits Retirement
bonuses in kind benefit costs Total
FE o EEE BT
Hne BT REYAE 5% &5t
HK$°000 HK$’000 HK$’000 HK$000 HK$’000
FETT FET FEIT FELT  FET
Year ended 31 December HE201212A31H
2012 LLEE
Executive directors: HITES -
Liu Tin Chak, Amold BRZ - - 1,040 17 1,057
Wong Yu Man, Elias B - - 1,040 17 1,057
Lam Chi Wai, Peter Fo -3 - - 1,040 17 1,057
Yang Yijun B—F - - 1,040 17 1,057
Independent non-executive BUIHIRTESE -
directors:
Cheung Chi Man, Dennis o - - 240 - 240
Lui Tai Lok BA% - - 240 - 240
Yip Kwok Kwan B — - 240 - 240
— — 4,880 68 4,948
Salaries,
allowances
Discretionary ~ and benefits Retirement
Fees bonuses in kind  benefit costs Total
e =2 RKER
ik BiEEa REWHR (DFN st
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
5T 57T T8 FEr  FET
Year ended 31 December #F20114#F12A318
2011 LLEE
Executive directors: HITEF -
Liu Tin Chak, Arnold BXZ — 200 1,013 16 1,229
Wong Yu Man, Elias EAX - 200 1,013 16 1,229
Lam Chi Wai, Peter R - 200 1,013 16 1,229
Yang Yijun tB—E - 200 976 11 1,187
Independent non-executive BUHHTEE
directors:
Cheung Chi Man, Dennis HX - - 224 - 204
Lui Tai Lok BA% - - 224 - 224
Yip Kwok Kwan ZEY = — 224 — 224
— 800 4,687 59 5,546
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13. REMUNERATION OF DIRECTORS AND FIVE 13. EERAZEBEHATHEHMN Z)
HIGHEST PAID INDIVIDUALS (Continued)
Five highest paid individuals AEREHAL
The five highest paid individuals consisted of four (2011: four) hEERHFALEENA RO F : [MF)
directors, details of whose remuneration are reflected in the analysis BE  BREHFMEFBER EXEFIHSTE
presented above. Details of remuneration of the remaining one (2011: B o REE2012F 12 A1 BILEE - &
one) highest paid individual for the year ended 31 December 2012 #Hh—% Q011 F : —RB)&E=E A TH
are as follows: EJ-pCNE
2012 2011
20125 20114F
HK$’000 HK$'000
F#ETT FEr
Salaries, allowances and benefits in kind e R REYH= 671 633
Discretionary bonuses BEIEAL - 53
Retirement benefits — defined contribution plan RINERN — FEREHR
FTEl 14 16
685 702

The remuneration paid to the above non-director individual for the
year fell within the following band:

FRADNRERIFFEZERIALOEHE
RATEE :

Number of individuals

AE

2012 2011
20124 20114

Nil — HK$1,000,000 Z%1,000,000% 7T

There was no arrangement under which a director waived or agreed
to waive any remuneration during the year (2011: Nil).

No emolument was paid by the Group to the directors or any of

the five highest paid individuals as an inducement to join or upon
joining the Group, or as compensation for loss of office (2011: Nil).
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14. PROPERTY, PLANT AND EQUIPMENT

14. Y% - RERRE

Furniture,
Land and Leasehold fixtures and Plant and Motor
buildings improvements equipment  machinery vehicles Total
Ri8-
T RiEF HERE KERRHE BERES RE @5t
HK$°000 HK$'000 HK$°000 HK$'000  HK$'000 HK$'000
FET FHET FHET FHET FHET FHET
At 1 January 2011 20111818
Cost BA 5,156 464 2,822 4,011 630 13,083
Accumulated depreciation REHE (846) (302) (1,041) (3,288) (630) (6,107)
Net carrying amount BEEFE 4,310 162 1,781 723 — 6,976
Year ended 31 December 2011 HZE2011F12A31HILEE
Opening net carrying amount FYEREFE 4,310 162 1,781 723 = 6,976
Additions B 1,791 349 1,165 22 = 3,327
Depreciation e (168) (138) (576) (449) = (1,326)
Disposal HE - - @ - - ©@
Exchange adjustment [ 5 % — 8 50 6 — 59
Closing net carrying amount SERAREFE 5,938 376 2,418 302 - 9,034
At 31 December 2011 and at #2011F12A318 %
1 January 2012 201251A1H
Cost %N 6,947 816 4,039 4,040 630 16,472
Accumulated depreciation 2FHTE (1,009) (440) (1,621) (3,738) (630) (7,438)
Net carrying amount REFE 5,938 376 2,418 302 — 9,034
Year ended 31 December 2012 #HE20124F12A31HILEE
Opening net carrying amount FHREFE 5,938 376 2,418 302 — 9,034
Additions ANE = = 1,433 3 = 1,436
Depreciation E (185) (93) (766) (202) = (1,246)
Disposal HE — — (43) — = (43)
Classified as held for sale (note 21) DRRFHEL & (HF21) (5,753) - - - - (5,753)
Closing net carrying amount SFRREFEE - 283 3,042 103 = 3,428
At 31 December 2012 #2012%£128318
Cost A - 816 5,405 4,043 630 10,894
Accumulated depreciation 2EHE — (533) (2,363) (3,940) (630) (7,466)
Net carrying amount REF{E - 283 3,042 103 = 3,428

As at 31

term leases.

December 2011, the Group’s interests in land and
buildings were located in Hong Kong and were held under medium-

R2011FE12 318 » KEEH L RIEF
XU AES - WAP LGRS -
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15.

REAFEEEFRAA

GOODWILL 15. @8

HK$'000

FET

Year ended 31 December 2011 EHE2011F12831HILEE
Opening net carrying amount FREFE 230
Addition B —
Closing net carrying amount FHRREFE 230
As at 31 December 2011 #2011%F12A318
Cost and net carrying amount R R AREFE 230
Year ended 31 December 2012 BE20125F12831BILEE
Opening net carrying amount FREFE 230
Addition NE —
Closing net carrying amount FRRETFE 230
As at 31 December 2012 #20125%12A31H
Cost and net carrying amount AR EREFE 230

Goodwill arises from the acquisition of Tianhaiba on 1 February
2010. The goodwill as well as the trademarks with indefinite useful
lives as mentioned in note 16 are allocated to the cash generating
unit of the PRC Watch Business, the business of which has
commenced during the year ended 31 December 2010.

The goodwill and the trademarks are tested for impairment as at 31
December 2012 based on value in use calculation using cash flow
projection and no impairment is being identified. The cash flow
projection is based on the forecast approved by the directors
covering a period of 5 years and the pre-tax discount rate applied
to the cash flow projection is 14% (2011: 14%), which reflects
specific risk relating to the PRC Watch Business. Growth rate used
to extrapolate the cash flows beyond the five-year period is 4%
(2011: 4%) which reflects the long-term average growth rate of the
PRC Watch Business as forecasted by the directors.

Annual Report 20124 5f

EETER201042 1 BWEX SFHEmE
oo EE KM 16 R A AR FR A F
BEHNEESEE FTREZE2010F 12 A
31 AEFERRNTREGFESNREE
HEBAT -

R2012F12A31H  BEKERERRE
mIERRE AEEETRERR - s
HIRRE - IS RTEBIRE S AR 5 F 5
TERIFEE - TE AR IR SR IE R/ F AT AL
R E14% (2011 F : 14%) » REAREF
BEREBNETERR - B8 - AR
HEHBRERAFHERBRESRNERERAS4%
(20114 : 4%) » LG RE R EHRESHH




16.

ZigAXExEEER AT Powerwell Pacific Holdings Limited

OTHER INTANGIBLE ASSETS

16. HipEREE

Trademarks
g
HK$'000
FET
Year ended 31 December 2011 #ZE20115E12A31HILEE
Opening net carrying amount FYREFE 5,555
Addition NE 31
Exchange adjustment EH AR 275
Closing net carrying amount SFIRIREFE 5,861
As at 31 December 2011 #20115%F12A318
Cost and net carrying amount BRAERREFE 5,861
Year ended 31 December 2012 BE20125F12A31BILEE
Opening net carrying amount FREFE 5,861
Addition NE 8
Closing net carrying amount FRIREFE 5,869
As at 31 December 2012 #2012512A31H
Cost and net carrying amount RAREREFE 5,869

On 30 June 2010, Tianhaiba entered into an agreement with a PRC
entity to acquire from the PRC entity the Tianba and Harpo
trademarks at a total consideration of RMB4,700,000 (equivalent to
approximately HK$5,345,000). The PRC entity was owned by the
brother of the Company’s director, Mr. Yang Yijun. Prior to the
completion of the approval granted by the relevant government
authority in the PRC regarding the transfer of the trademarks,
Tianhaiba entered into a trademark licence agreement with the PRC
entity on the same date whereby the PRC entity granted to the
Group with immediate effect a sole and exclusive right to use the
Tianba and Harpo trademarks to generate economic benefit from
Tianba and Harpo trademarks. On 20 April 2011, the legal
procedures for transferring the trademarks to the Group were
completed.

The directors consider these trademarks having indefinite useful lives
as there is no foreseeable limit on the period of time over which the
trademarks in watch industry is expected to provide cash flows.
These trademarks can be renewable in a period of time at minimal
cost and the products are continuing in the market.

R2010E6A308 * KEHE—KPHEE
I — DR ARZPEEREKEXE
MESHEE - BREABARY 4,700,0007T
(#5512 5,345,000/870) ° sZ P EHERE TR
BEEEB —FLENBRL5HE o F
BHEBRRAE Rt EEEEEZNRER
SERAT KEBRRABSEZPHEE T
RIZE RS BEZPEERRASE
EREME—RBREFERXE L EHR
12 Rz EERRARR - BB XEH N
FHIZESERIZR - R201144H208 -
REEE TR AITEEN SRR

EZRRUTATAIKRERAERF
B RREZSHENEREANBHTE
RERS RN AT ER KBRS - tEEIE
AAMBERAEZE —BREFRH - BEMNT
5 ERHET
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17. INTERESTS IN SUBSIDIARIES

17.

Investments in unlisted shares, at cost 3E_FMAXDIRE » #Ak A
Amounts due from subsidiaries U BfT B A R R R

Amounts due to subsidiaries FETBT B A R FIE

Amounts due from/(to) subsidiaries are unsecured, interest-free and
repayable on demand.
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I BATIAIHER
Company
EAT

2012 2011
201245 20114
HK$’000 HK$’000
FiT FEIT
30,367 30,367
39,833 27,493
23,399 7,934

FEU (BB R B SRAREER - &

B RBRBEREEER -
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17. INTERESTS IN SUBSIDIARIES (Continued)
Particulars of the Company’s principal subsidiaries, which are private
companies with limited liability, as at 31 December 2012 are as

N BATBIMER(Z)
MR2012F12 A31H » ARARIZ T EWB A
A(BHAEFLABRARDAFERBNT

follows:
Effective interest held
by the Company
Country/Place of Particulars of issued and b NG T=T:0]
incorporation/ fully paid share capital/ ERES
Name establishment registered capital Directly Indirectly  Principal activities
MR ERTRERRE
£ RALEIR /e HMEFFE E# HE  IEEHB
Ampress Merchandising Limited Hong Kong 100,000 ordinary shares of = 100% Trading of watches, costume
MEEEBRAR B HK$1 each jewelries and accessories
100,000 BREE BEEE  \ERE
1BTHEBR R B
Ampress Packaging Asia Limited Hong Kong 500,000 ordinary shares of = 100% Trading of display and
gz (EM)BRAR 0 HK$1 each packaging products
500,000 S REE BERIIRBER
BT ERR
EC Pacific Limited Hong Kong 500,000 ordinary shares of = 100% Trading of watches and
RE(KEF)BRAR &5 HK$1 each accessories
500,0000 SR EE BEER R
1AL LR
Powerwell Pacific Limited Hong Kong 500,000 ordinary shares of = 100% Investment
&5 HK$1 each BE
500,000 SREE
BT LR
Richmind International Investment Hong Kong 100,000 ordinary shares of — 100% Holding of properties
Limited (“Richmind”) 0 HK$1 each HENE
ERARREERAR 100,000 G A A
=V BT BR
Tianhaiba® The PRC RMB30,000,000 — 100% Design, manufacturing and
PN B (2011: RMB20,000,000) distribution of watches
AR30,000,0007T in the PRC
(20115 : AR% RAEIRET £ RIS HER
20,000,0007T)
& Tianhaiba was established on 23 June 2009 as a PRC domestic enterprise and g KBFER2009F6 A23H KL AFBIERRE -

has been converted into a wholly foreign-owned enterprise upon acquisition by
the Group on 1 February 2010.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results for the year
or formed a substantial portion of the net assets of the Group. To
give details of other subsidiaries would, in the opinion of the
directors, result in particulars of excessive length.

WK 201062 A1 BEAREBEKBILH AN
BEME -

ERIIBARBZMBAR - HPEER
REEMBRARHFNEBELSTATE
IERAREEEFENEEN D - EF
R FIHEMBE AR 2 FIEHEER
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REAFFEEBRAF

18. INVENTORIES 18. #E&
Group

2012 2011

20124 20114

HK$°000 HK$'000

FETT FET

Raw materials R 8,719 6,107
Finished goods (B4 19,904 13,944
28,623 20,051

19. TRADE RECEIVABLES, PREPAYMENTS AND

DEPOSITS

19. BESBKRIE « RARERES

Group
AEH

Company
AATF
2012 2011
20125 20114F
HK$’000 HK$'000

2012 2011
20124 20114
HK$’000 HK$'000

Trade receivables
Prepayments and deposits

Trade receivables, prepayments and
deposits

FETT FET FET FET
=6 e 16,624 32,169 — =
SEL NP

brd 9,586 7,647 93 163
2 5 e IS
T RERIES 26,210 39,816 93 163

The Group normally allows credit period of 30 to 60 days (2011: 30
to 60 days) to its major customers. Credit period is normally not
granted to other customers.

The ageing analysis (based on due date) of the Group’s trade
receivables that are not impaired at the reporting date is as follows:

REF-—RAEEZTEEFHETI0E60K
(20114 : 30 EBOK)WEEH - —A&2K
S TEREMELRTEEY -

RBEBH  ARBEHARENE S EK
AR R OREDTANT

Not past due

1-30 days past due
31-60 days past due
61-90 days past due
Over 90 days past due
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Group

AEHE
2012 2011
20124 20114F
HK$°000 HK$'000
F#ETT FET
R R 13,171 26,951
BHA1-30K 2,226 4,543
##131-60K 406 568
#1HA61-90K 465 54
B HIOOKR A + 356 53
16,624 32,169
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19. TRADE RECEIVABLES, PREPAYMENTS AND

20.

DEPOSITS (Continued)
The movement in the provision for impairment of trade receivables
is as follows:

19. ESEKAIE  AAREREE(E)

B SRR FIR R EREHZE BT

Balance at the beginning of the year FHEER
Amount written-off [=Eiki ks
Balance at the end of the year FREER

At each reporting date, the Group reviews receivables for evidence
of impairment on both an individual and collective basis. Impairment
losses in respect of trade receivables are recorded using an
allowance account unless the Group is satisfied that recovery of the
amount is remote, in which case the impairment loss is written off
against trade receivables directly. None of the trade receivables as
at 31 December 2012 and 31 December 2011 have been identified
by the Group as having impairment issue and thereby no allowance
were made as at 31 December 2012 and 2011.

Trade receivables that were not yet past due and that were past
due but not considered as impaired related to a number of
customers that had a good track record of credit with the Group.
Based on past credit experience, management believes that no
impairment allowance is necessary in respect of these balances as
there has not been a significant change in credit quality and the
balances are still considered fully recoverable. The Group did not
hold any collateral in respect of trade receivables past due but not
impaired.

CASH AND CASH EQUIVALENTS

Group
AEHE
2012 2011
20125 20114
HK$°000 HK$'000
F#EiT FEIT
- 1,020
- (1,020)

REREBE  AEBESIRER REGEELE
R RE A B RBERNERTIERE - EHE
W SRIB 2 BB EE 5 A EHERR B (Eaek - Iff
AEBERAAIRE Z & BN S BEMER
SN FERZIBR T - REEEEENE S EK
TIEER © 72012412 31 B k2011412
A318  ANEBWERRTE S EIGKIE
BEREDR - B AEER 2012 F & 2011
F12 A31 B W EHR TR o

fm R K B BB R AR BB ERI E 5
ERFBEARNAEBEELERIFHORE
TRBRHEFERM - RIBBEEELR -
BEEMRE AR EEEARIESAES
BESRIDBRIERT 2840 - AUtBER
SEBRIERERRE AREYEICE
HERBERN E 5 B WA A T E

= o

20. HE&RBAELEED
Group Company
AEH AATF

2012
20125
HK$’000
FET

2011 2012 2011
20114 20125 20114F
HK$'000 HK$’000 HK$'000
FET FETT FEIT

Bank balances and cash SRITHBRIES 32,530 28,286 287 2,320
Short-term bank deposits HRSRITIE RN 12,696 12,894 - =
45,226 41,180 287 2,320
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20. CASH AND CASH EQUIVALENTS (Continued)
Included in the cash and cash equivalents of the Group as at 31
December 2012 was a balance of HK$15,849,000 (2011:
HK$14,091,000) which is denominated in Renminbi (‘RMB”). RMB
is not a freely convertible currency.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short-term time deposits are made for periods
depending on the immediate cash requirements of the Group, and
earn interest at the respective short-term time deposit rates.

21. ASSETS AND LIABILITIES CLASSIFIED AS HELD-
FOR-SALE
On 21 December 2012, one of the Group’s subsidiaries, Good
Destination Co. Ltd. (“Good Destination”), entered into a conditional
sale and purchases agreement with Data Champion Limited, a
controlling shareholder of the Company owned by Mr. Liu Tin Chak,
Arnold, Mr. Lam Chi Wai, Peter, and Mr. Wong Yu Man, Elias,
executive directors, to dispose of its entire 100% equity interest in a
subsidiary, namely Richmind, and to transfer the benefit of a loan of
HK$2,119,580 advanced by Good Destination to Richmind, for a
cash consideration of HK$24,000,000 (the “Disposal’). Richmind
was incorporated in Hong Kong and is principally engaged in
holding of properties. The Disposal is subject to approval of
independent shareholders and has not been completed as at 31
December 2012. As assessed by the directors, the condition for the
Disposal will be satisfied and it is highly probable that it will be
completed within 2013. Accordingly, the following major classes of
assets and liabilities relating to Richmind have been classified as
held-for-sale in the consolidated statement of financial position as at
31 December 2012.

20.

21.

REAFEEEFRAA

HeERRELEYM(Z)
MR2012F12 A31H » st AREER S KIE
S EEMARARE(ARE DeHEMESHS
15,849,000 % 75 (2011 £ : 14,091,000 /%5
T0) o ARBEWIER] B IRz B -

RITFERRIFBRITHERA R R RERA
B BHERERZHE - HRFAEHE
ZAEReFRME  HEHEHEHRTF
KA R ERERF S,

SEBFEHEZEERER

R2012F12 A21H - KEEEF —HHE
AT Good Destination Co. Ltd.([Good
Destination |) 2748 A &) Z #2 f& i% 3 Data
Champion Limited(H¥ITEEEXEE
4t MEEREERBLEELRHEE )T
YEEMHESENE  WHEER—ME 5
BRZWBATNEE100% A AE K EE
Good Destination [A1'E =& i 2 B E =
2,119,580/8 7T * e fE A 24,000,000%5
T(HEEHE]) - BRRESBEMKNY - +
ZREREYE  LESHALBURRE
HoAE B R2012412 A31 BisARTAK © #HE
EMEHE - BESEZGERIEERK - B
EEERA A s 2013 FE52AK o Et - B
ERERZEERABGBZTIEZHEAE
M20124 12 A 31 BWERE BT AD
HABELEER -

HK$'000

FET

Property, plant and equipment Y% - B k& 5,768
Prepayment and deposits AN RERIES 84
Bank balances and cash RITHEB RS 42
Total assets classified as held-for-sale DEABIENEZBEE 5,879
Provision for income tax STt 53

Total liabilities classified as held-for-sale

Richmind does not constitute a discontinued operation as it does
not represent a major line of business or geographical area of
operation.
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22. TRADE AND OTHER PAYABLES

22. BHRHEMEMARE

Group Company
AEE AT

2012 2011 2012 2011
20124 20114 20124 20114
HK$°000 HK$000 HK$°000 HK$'000

FET

Trade payables
Other payables and accruals
Deposits received

The ageing analysis of the trade
the reporting date is as follows:

T/87T FEIT TE7T

B SR FRIE 32,025 27,011 — =
HAbfE T RIE R ERTE A 7,953 7,628 1,895 1,654
B U EZ & 12,071 12,220 — =

52,049 46,859 1,895 1,654

payables (based on due date) at

REBH - BZEMNFRIZEH B MR
oM

Not past due

1-30 days past due
31-60 days past due
61-90 days past due
Over 90 days past due

BHA1-30 K
B HA31-60K
B HI61-90K
BHAQOAR A k=

Included in trade payables was an amount of HK$716,000 (2011:
HK$1,058,000) which was due to a PRC entity, Guifeng (as defined

in note 27).

23. SHORT-TERM BANK BORROWINGS 23.

Group

AEHE
2012 2011
20124 20114
HK$’000 HK$'000
FEiT FEIT
14,199 10,421
6,868 11,110
2,348 4,982
1,719 412
6,891 86
32,025 27,011

B S5 EMNRIERBE 716,000 7T (2011
F :1,058,000/87L) * AEN—FRPRE
BEfElE (ER& R MIRE2T) -

Repayable within one year

NN
/?
_FH
>F
i3

i

ERRITHEE
Group
XEE
2012 2011
20124 20114
HK$°000 HK$'000
F#ET FEIT
6,574 9,192
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23.

24,

25.

REAFEEEFRAA

SHORT-TERM BANK BORROWINGS (Continued) 23. EHISRITIEE(#F)

The short-term bank borrowings as at 31 December 2012 and 31 R2012F12 831 B 20116128318 * &2

December 2011 are denominated in HK$ and are secured by the HRSRTTIE B AB TRHE » WEAKIFE 26 $2:t

corporate guarantees from certain group entities as mentioned in note 26. & TEBA A RERERR

The effective interest rates applicable to the short-term bank R2012F 12 A31H - BHERITIEEEAN

borrowings as at 31 December 2012 are floating interest rates BERFIEEN T 4.25% Z 4.43% (2011 F :

ranging from 4.25% to 4.43% (2011: 2.69% to 3.78%) per annum. 2.69%%3.78% ) HIZ B FFI| =K o

SHARE CAPITAL 24. BEAE

Company ARAT

2012 2011
20125 20114

Number of Number of
Par value ordinary Nominal Par value ordinary Nominal
per share shares value per share shares value
SkaE i@ REE S FREE LmRE R HE
HK$ HK$ HK$ HK$
#T BT BT BT

Authorised: EE

At 1 January »1A18 0.1 1,000,000,000 100,000,000 0.1 1,000,000,000 100,000,000

At 31 December ®12A31H 0.1 1,000,000,000 100,000,000 0.1 1,000,000,000 100,000,000

Issued and fully paid: ERTRARE :

At 1 January ®1A18 0.1 150,000,000 15,000,000 0.1 100,000 10,000

Issue of shares upon Capitalisation RE AR TS

(note (a)) (Htst(@) - - - 01 107,900,000 10,790,000

Issue of shares upon Placing (note (b)) &R EEITAYD

(Ktatb) — - - 0.1 42,000,000 4,200,000

At 31 December ®12A31H 0.1 150,000,000 15,000,000 0.1 150,000,000 15,000,000

Notes: HiaE -

(a) Pursuant to a shareholder resolution passed on 22 December 2010, upon the (a) RN 2010 12 A 22 HRBHRFRESR « £
condition of the share premium account of the Company being credited as a AR AR 5 B BRE P T X (b) Fiie il & 52 #)
result of the Placing as mentioned and defined in (b) below has been fulfilled, an REMMBSERNBRLT  HEFLHE
amount of HK$10,790,000 was capitalised and applied in paying up in full at par 10,790,000 TTHFER - WH Az & BILAEE
107,900,000 shares for allotment and issue to shareholders of the Company (the 242 107,900,000 AR 1D + LAFR 3 R EBEIT T AR
“Capitalisation”). As a result of the Capitalisation, the issued share capital of the AR (EAME ) - EAMLI& - RARKIEEAT
Company has become HK$10,800,000 divided into 108,000,000 shares of & 755 % 10,800,000 7% 7T (53 4 108,000,000 %
HK$0.1 each. BREE0.1BITHIARG)

(b) On 26 January 2011, 42,000,000 new shares of HK$0.1 each of the Company (b) 72011412618 + 42,000,00008 A2 A1 E
were issued to the public by way of placing at HK$0.80 each (the “Placing’). As a {B0.1 BTHHFARGN B RS 0.80 BT B BALE
result of the Placing, the share capital and share premium account of the BITFARALT(EE) - BBEE - ARRMAR
Company have been increased by HK$4,200,000 and HK$29,400,000 respectively. AR R B& 15 5 B R E 9 B3 A0 4,200,000 7 7T &

29,400,000/ 7T °

RESERVES 25. fiiE

Group XEE

The amounts of the Group’s reserves and the movements therein for AEERAFERBEFENRESEK

the current and prior years are presented in the consolidated HEYINGEEREEHRET - FBEM

statement of changes in equity. Nature of the reserves are as follows: BT

(a)  Share premium @ RnE

Share premium is the excess of the proceeds received over
the nominal value of the shares of the Company issued at a
premium, less the amount of expenses incurred in connection
with the issue of shares.
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25. RESERVES (Continued)
Group (Continueq)

©®)

(©

@

Capital reserve

Capital reserve represents the difference between the
consideration paid and the share of the net assets acquired (at
book value) in respect of the acquisition of non-controlling
interests. Capital reserve at the end of the reporting period
arose from the acquisition of 33.3% equity interests in Display
& Packaging Limited, a subsidiary, on 13 April 2010 at a total
cash consideration of HK$200,000, the acquisition of 20%
equity interests in EC Manufacturing Limited, a subsidiary, on
7 May 2010 at a total cash consideration of HK$2,000 and
the acquisition of the 10% equity interests in Ampress
Packaging Asia Limited, a subsidiary, on 23 June 2010 at a
total cash consideration of HK$1,027,000.

Merger reserve
Merger reserve comprises the followings:

(i) Before the acquisition of remaining 10% equity interest
in Richmind on 20 September 2010, the Group held
90% of the equity interest of Richmind while the
remaining 10% interest in the capital of Richmind with
carrying value of HK$10,000 held by the founding
shareholders of the Group (“Founding Shareholders”)
was accounted for as capital contribution and included
in the merger reserve.

(ii) On 16 June 2010 and 20 June 2010, the Group’s
subsidiary, Powerwell Pacific Limited, issued 752 new
shares of US$1 each to the Founding Shareholders at
the consideration of US$1 each and issued 44 new
shares of US$1 each, representing 5.5% of the
enlarged share capital of Powerwell Pacific Limited to a
party who has a non-controlling shareholder at a
consideration of HK$1,027,000 respectively. These has
resulted in an increase in equity of the Group by
HK$1,033,000 which was included in merger reserve.

@iy ~ The difference between the nominal value of the
aggregate share capital of subsidiaries acquired
pursuant to a reorganisation effected on 20 December
2010 to rationalise the structure of the Group in
preparation for the listing of the Company’s shares (the
“Reorganisation”), over the nominal value of the shares
of the Company issued in exchange for the
subsidiaries.

Translation reserve

Translation reserve comprises all foreign exchange differences
arising on the translation of the financial statements of foreign
operations in accordance with the accounting policy adopted
in note 3.19.

25.

fi#tE (=)
FERE(#E)

©®)

(©

@

B AR EE R IR RS FT R
B EL (G PR AE & B (IR BRE (B RT)
2R ERE - RIS HRNE ARG
& REMR2010F4 13 AR
R (E200,00078 T U B KT8 2 FDisplay
& Packaging Limited 33.3% B&7K#E
%5 201045 B 7 BUAIR SR E
2,000 L NEE B A R R RIEHR
AR 20%RE AN & A201056 23
H LAZE £ 484K (8 1,027,000 57 7T W B B
BAEREeE (BN BRAT10%
AR RS

(=d ]
BHRBEE TSR

() HER2010F9 A 20 W E =
BT 10% [k ERT - ANEEFE
BER0%ME - mEAEES
10,0008 7CH & 7288 T~ 10%
= AR AEE R AR A
MR NDFAR - ARIEE
& Wt AGHHEE o

(i) 7201046 A 16 B %2010 6
HA208 r AEEHNHERA R
Powerwell Pacific Limited 2 3%
REFKA1 ETHAEIRKR R
11752 R B EE 1 E TR TR
1% AR [A— B IEIE i s A
RET44 R EREERTH
A% » 15 Powerwell  Pacific
Limited B3 AR A5.5% * (B
1,027,000 7T ° BTS2 A%
B 7 x5 3 hn1,033,00078 7T
SRERTASGHERE ©

@iy IRIBEAEIEAEBALEEAE
BARAE L EmmA 2010
F12 20 B ETHMEA(E
48 |) U BE B9 BT /B A A) 2 EBRR AN
ZHEEBHARRATETRAE
RIHTE R F %D 2 A E(E
ZEFE o

HEF

BEEEREAAREM 319K
MR EETER MR BB RSB 155
REEMERZE -
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25.

26.

REAFEEEFRAA

RESERVES (Continued) 25. ftfE(#&)
Company AAT
The movements in the Company’s reserves are as follows: AATMREEEBAT
Proposed
Share Contributed final Accumulated
premium* surplus* dividend losses* Total
B
B bitaiE* BEHRS KRS Rt st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
At 1 January 2011 #2011E1 A1 A — 30,357 3,000 — 33,357
Dividends paid during the year FRBMEKE — - (3,000 (1,500) (4,500)
Issue of shares upon Placing (note 24(b)) &R BEITRG (M1iF24() 29,400 = = = 29,400
Issue of shares upon Capitalisation (note 24(a) ~ BAMCIEEITRIN (Hizt24()) (10,790) — — — (10,790)
Expenses incurred in connection with the issue  FREITRDF R 2 X
of shares during the year (11,673) — — — (11,673)
Transactions with owners BEEANR S 6,937 — (3,000 (1,500) 2,437
Loss for the year/Total comprehensive income — FREE, FRN2HE K EE
for the year — - - (39 (39)
2011 final dividend proposed (note 17) 2011 BARERE (At 11) — — 3,000 (3,000) —
At 31 December 2011 and at 20115F12A318 X20121H18
1 January 2012 6,937 30,357 3,000 (4,539) 35,755
2011 final dividend paid (note 77) B0 11 E RIS (HriE11) — — (3,000) — (3,000)
Transaction with owners HEEANRS — — (3,000) — (3,000)
Loss for the year/Total comprehensive income  FREE/FRE2EKEEE
for the year — — — (2,469) (2,469)
At 31 December 2012 #2012%128318 6,937 30,357 = (7,008) 30,286
Contributed surplus of the Company represents the difference RATHNBEHBETVIRIEEHAMBENEB A
between the costs of investment in subsidiaries acquired pursuant Gl 0E S =% Nkl NG D7 1= 0 N 1)
to the Reorganisation over the nominal value of the share capital of BEHEZE -
the Company in exchange.
* The total of these balances represented “Other reserves” in the statement of * M E R R A SRR R ] o
financial position.
GUARANTEES 26. iR

The Company had given unlimited corporate guarantees to a bank
in connection with general banking facilities granted by the bank to
a subsidiary. Certain group entities, including the Company, had
given limited corporate guarantees up to HK$8,000,000 to another
bank in connection with another general banking facilities granted
by the bank to another subsidiary.

At the reporting date, such facilities were drawn down by the
subsidiaries to extent of HK$6,574,000 (2011: HK$9,192,000). The
maximum liability of the Company under the guarantees issued
represents the amount drawn down by the subsidiaries. The
financial guarantees are not recognised in these financial statements
because the fair values of the guarantees were insignificant and that
the directors do not consider it is probable that a claim would be
made against the Company under the guarantees.

The Group did not have any other significant contingent liabilities as
at the reporting date (2011: Nil).

RARIERBITA—MHBRARELE 2 —
ARERTTRYE @ MIZBRTIEHERBLEE
Re-ATEEER(BEARR)ERS —
RBTRAZ—HHBRARFEEZ R —E—
MARTTRRE - [RZIRTTHR &2 8,000,000
BT A REBARIER -

RBERH - ZERERNE R AR
6,574,000/ 7T (2011 4 : 9,192,000 %
J) c ARBMEBEH 2 BRALE ZABE
BRMBARMEN SR - ERERZ
AFHEXTEKX - MEBERRARDAN
AATREIRBIERMERE - WM BER
WERN I H R SRR TR

RRERE - AEBETEEMEMEARK
REBEQOIE : &) o
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27. RELATED PARTY TRANSACTIONS

(i) Save as disclosed elsewhere in these financial statements,

during the vyear,
transactions with its related party:

the Group carried out the following

Nature of transactions

XHMHE

27. FBALRS
BB B RR A M D AR BESD -
ARG B B B A T IA
TR

U]

RYITIEE R EBR AT (Shenzhen
Guifeng Watch Company Limited)
(“Guifeng”) (note)

Sub-letting of factory
DIERE

Assembly of watches

(i1)

RYIEEEREER AR (HE ) SEAB R
(Hret) SRR

Note:

During the year ended 31 December 2012, Guifeng was owned as to 10% by
Mr. Yang Yijun, a director of the Company, and 80% by his spouse. Subsequent
to reporting date, Guifeng is owned as to 80% by a close family member of the
spouse of Mr. Yang and 20% by a third party.

The directors of the Company are of the opinion that the
above related party transactions were conducted on normal
commercial terms and in the ordinary course of business.

Compensation of key management personnel

Included in employee benefit expenses are key management
personnel compensation (including directors), the details of
which are as follows:

(i)

RSB ET
BRI AR A

Short term employee benefits
Post-employment benefits

2012 2011
20124 20114
HK$’000 HK$'000
F#ETT FET
— 39

5,880 7,216

Ha#:

HZE2012F12 A31 BILFE - HEHEAARE
HE—BREHEEF10% © HERBHEE80% ° R
HEBME  FBRABEEREN —LERTE
#H80% * A—RFE=HHEH20% °

ARREFAR  LRBERALRS

TR B R X #IT IRIERE
FEIRTETT

TEEEASHHE
RERANFAXZANFTAETEERAE
(BREEE)NHEE - ARFBm
T

2012 2011
201245 20114
HK$°000 HK$'000
F#EIT FETT
6,654 7,644
117 131
6,771 7,775
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28.

29.

REAFEEEFRAA

OPERATING LEASE COMMITMENTS 28. EEMERE
Group XEEH
The total future minimum lease payments payable by the Group AE BRSO A 2 AR i &
under non-cancellable operating lease in respect of land and FRNHARRZER AT :
buildings are as follows:
2012 2011
20124 20114
HK$’000 HK$’000
FET FET
Within one year —FN 664 960
Within two and five years MERAFA 106 1,193
770 2,153
The Group leases certain properties under operating leases. The AEFRBELTHELRRETYE - %5
leases run for an initial period of two to three (2011: three to four) HMEMNFAEH_Z==02011F : =&N)
years, with options to renew the lease terms at the expiry dates or F - WARB B AR EEEEEEE
other dates as mutually agreed between the Group and the ERBENEMBEHER - ERLOBE
respective landlords. None of these leases includes any contingent EfAEE -
rentals.
In January 2013, one of the above leases was terminated by the MR2018F1 A » Bt EAR—HHEAREER
landlord and accordingly, the Group has no operating lease 1IF e B AEE B L EZ OB EEAZ
commitments for this lease subsequent to the termination. ETH A EIE o
Company AT
The Company does not have any significant operating lease RRBMEREAMB A EEMERLEHEL
commitments as lessee. AR o
FINANCIAL RISK MANAGEMENT 29. RIEMEE

The Group is exposed to a variety of financial risks which result
from the use of financial instruments in its ordinary course of
operations. The financial risks include market risk (mainly foreign
currency risk and interest rate risk), credit risk and liquidity risk.
Details of these financial instruments are disclosed in the notes
below. The Group’s overall risk management focuses on the
unpredictability of financial markets and seeks to minimise potential
adverse effects on the Group’s financial performance. Risk
management is carried out by key management under the policies
approved by the directors. The Group does not have written risk
management policies. However, the directors and senior
management of the Group meet regularly to identify and evaluate
risks and to formulate strategies to manage financial risks on timely
and effective manner. The risks associated with these financial
instruments and the policies applied by the Group to mitigate these
risks are set out below.
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29. FINANCIAL RISK MANAGEMENT (Continued)
Categories of financial assets and liabilities
The carrying amounts of the Group’s and the Company’s financial
assets and liabilities recognised in the statements of financial
position at the reporting date may also be categorised as follows
(see notes 3.10 and 3.12 for explanations on how the category of
financial instruments affects their subsequent measurement):

29. EUEPRERE(#F)
LRIEERAFER
REERARRR®E B BAEMBARREK
BRNCHEERBBENREEIRA DA
TN (e IANS RN E &
2R - F2RMES3.10%3.12) ¢

Group Company
AEH AT

2012

20124

HK$’000

2011
20114
HK$'000

2012
20124
HK$°000

2011

20114
HK$'000

F#ETT FET F#ET FET
Financial assets SRIEE
Loans and receivables: B R ERGRIE
— Trade receivables — B REWEIE 16,624 32,169 — =
— Refundable deposits — AEREES 1,062 526 - —
— Amounts due from — FEUWHTEB A RFIE
subsidiaries - — 39,833 27,493
— Cash and cash — B RFSEEYD
equivalents 45,226 41,180 287 2,320
62,912 73,875 40,120 29,813
Financial liabilities SRIEE
Financial liabilities at amortised 14 SR AR 71 BR 6) & Bl
cost: afE
— Trade and other payables  — E 5 REfbENFIE 39,978 34,639 1,895 1,654
— Amounts due to — ENHBATHIEA
subsidiaries - — 23,399 7,934
— Short-term bank — EHRITEE
borrowings 6,574 9,192 — —
46,552 43,831 25,294 9,588
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29.

R AT EEERA

FINANCIAL RISK MANAGEMENT (Continued) 29. SEIEISER(Z)
Foreign currency risk /L
Foreign currency risk refers to the risk that the fair value or future SNEREBRESRIAN A TEIKRKR S
cash flows of a financial instrument will fluctuate because of it E R )R BRI R R o IMEE 2012
changes in foreign exchange rates. For the years ended 31 FR2OF12A31BLEFE  AEEXE
December 2012 and 2011, the Group mainly operates in Hong REBRPRETEBLE c XQRIRHE
Kong and the PRC. The functional currency of the Company and its MEBABZIEEEREEARBTEAR
subsidiaries are mainly HK$ and RMB. The Group’s exposures to o REBMEBRKKEHEGINEE -
currency risk arise from its overseas sales, which are primarily FEUET(ETDFHE - METIHIEERARD
denominated in United States dollars (“US$”) which is not the AIREMEEEEERENIEER - AR
functional currency of the Company and other operating group BILEETTHEY  EERAAEEAZH
entities. Since HK$ is linked to US$, the directors consider that the EBREBRITTERK °
Group’s exposure on currency risk is not significant.
The Group currently does not have a foreign currency hedging AEER G FEINEEHBER - T8 - B
policy. However, the management monitors foreign exchange BESERIINERRE  WEERRERTE
exposure and will consider hedging significant foreign currency ¥R EE RINE [ R
exposure should the need arises.
Interest rate risk F22 2 bz
Interest rate risk relates to the risk that the fair value or cash flows MEEpEeRIANATESKESRA
of a financial instrument will fluctuate because of changes in market MSHEEBMEB R RER - NEEAS
interest rates. The Group’s exposure to interest rate risk relates A ERGEZHEREBAOEHRITER
primarily to the Group’s short-term bank borrowings which are (RZFEBFEFTE)EME - REBIRFIE
arranged at floating interest rates. The Group currently does not EAFIREREK - Tif - EEFERA
have any interest rate hedging policy. However, the directors EZEHR - WHERREZERE PE
monitor interest rate change exposure and will consider hedging AFIEREERR - PNkE BE R REEN
significant interest rate change exposure should the need arise. The BEMERITEE PR RE RGP M
interest rate and repayment terms of the secured short-term bank F23H KRR o
borrowings outstanding at the reporting date are disclosed in note
23.
The following table illustrates the sensitivity of the Group’s profit for TRIBAEEBRAFE GH KRS R
the year, and other components of equity at the reporting date due HifEs=18 N EMIE R B)F B A HRITER
to a possible change in interest rates on its floating rate short-term HAEA R E B GRE - MRS RER
bank borrowings with all other variables held constant at the end of ITAEMAISEERISTE  MER L -
each reporting period (in practice, the actual trading results may BERGEEETEBIRATHEKRES
differ from the sensitivity analysis below and the difference could be T BEEREAIREBENX :
material):
2012 2011
20125 20114
HK$°000 HK$'000
F#T FET
Increase/(Decrease) in profit for the year and  EREFI R IR EF]
retained profits W, (GRY)
Increase/Decrease in basis points (“bp”) E2higan,E
+50 bp +50E 2 27) (38)
-50 bp -50& 2 27 38

The above sensitivity analysis is prepared based on the assumption
that the borrowings as at reporting date existed throughout the
whole respective financial year.
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FINANCIAL RISK MANAGEMENT (Continued)

Interest rate risk (Continued)

The assumed changes in interest rates are considered to be
reasonably possible based on observation of current market
conditions and represents management’s assessment of a
reasonably possible change in interest rates over the next twelve
months period.

Credit risk

Credit risk refers to the risk that the counterparty to a financial
instrument would fail to discharge its obligation under the terms of
the financial instrument and cause a financial loss to the Group.

The Group’s policy to manage credit risk is to deal only with credit
worthy counterparties. In order to minimise the credit risk, the
management of the Group has formulated a credit policy and
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.

Credit risk on liquid funds and financial instruments is limited
because the counterparties are reputable banks.

The credit policies have been followed by the Group since prior
years and are considered to have been effective in limiting the
Group’s exposure to credit risk to a desirable level.

As at 31 December 2012, approximately 31% (2011: 75%) and
62% (2011: 85%) of the trade receivables was due from the
Group’s largest customer and the five largest customers
respectively. The Group has been actively seeking new customers
to reduce the risk of over-reliance on those customers. Please refer
to note 19 for further details of the Group’s exposures to credit risk
on trade receivables.

Liquidity risk

Liquidity risk relates to the risk that the Group will not be able to
meet its obligations associated with its financial liabilities that are
settled by delivering cash or another financial asset. The Group is
exposed to liquidity risk in respect of settlement of trade payables
and its financing obligations, and also in respect of its cash flow
management. The Group’s objective is to maintain an appropriate
level of liquid assets and committed lines of funding to meet its
liquidity requirements in the short and longer term.

The liquidity policies have been followed by the Group since prior
years and considered by the directors to have been effective in
managing liquidity risks.

29.

LRIEREE(F)
IR ()
wEEEHRITANES  FIREER

BERAEAEMA LT L  PRKER
BYEORFA -

{SEE B
EFERRESRTANEF I RERTE
BTAGFETHEALEFAKERT
MBURRA RS -

AEBENBRRBREFHARFNHEF IR
5 REEREEEAR AKEEERE
EREFERK  YRKEGFEEEER
ERE  HREEETEMEERF
UARELR BEBRAE 1B 51 B AT

HREFHRAEBRT  BRBEELE
RTANGEERRER -

AEEEREFE —HEENEERK - M
BERBRTERA/BUEAEENEER
B PR R IR ABUK S

R2012F 12 A31 H » AEEB 5 RENFIE
#4931% (20114 : 75%) 2 62% (2011 £ :
85%) D R BERAEEZATERAAE
FRUE - AEB —ERBEEHEF AR
BEHZERFHNBASKRE - BEAEERY

B RWFREERROFEE - FRHE
19 -
MENE & E B

mEBET BRI EAEERERBITARE
Zr—eREERENESRBEBERBERE
MERER - AEEEBEEZEMNKR
RETBEAEFEURERSREEE
TEHAERBESRR - AKEWBEFES
ERFTEERKTFHRBEERDRFEAD
AHED  UEARHRERHESFE -

AEBEREHEHHA-—EENRDESK
R MBBABRTEGESERGRBES
[\ PR R R SR AR K
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29.
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FINANCIAL RISK MANAGEMENT (Continued)

Liquidity risk (Continued)

Analysed below are the Group’s and the Company’s remaining
contractual maturities for its financial liabilities as at 31 December
2012 and 2011. When the creditor has a choice of when the liability
is settled, the liability is included on the basis of the earliest date on
when the Group and the Company can be required to pay. Where
the settlement of the liability is in instalments, each instalment is
allocated to the earliest period in which the Group and the
Company is committed to pay.

For short-term bank borrowings which contain a repayment on
demand clause which can be exercised at the banks’ sole
discretion, the entity can be required to pay on demand if the
lenders were to invoke their unconditional rights to call the loans
with immediate effect. The maturity analysis for short-term bank
borrowings is prepared based on the scheduled repayment dates.

REAFEEEFRAA

29. SRIERER(Z)
RENE&EEEZ)
TREAREE KA RN 2012 F K 2011
F12 A3 HREMABENHRTENTES
e EERAGERRBEEERAER  AF
SERAEEHREREENSTEAHA
R ENHEEAGER  SHHIERTA
EB R AR B RS N REHIME -

SR ARITA 2REBIBTRIREREE
BRONEMRITEEMNS - IRESITE
HEGHENEEEERNRITHE - &
RERIZEINER - RHRITEEZIH
B RERT &R A mAme -

Group *EH
At 31 December 2012
#2012512A31H
Total
(o])] Within 6 months to undiscounted Carrying
demand 6 months 12 months amount amount
~EAE
REREF ~ERA A +={ER RAGIRAEER RRE{E
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FET FET FHET FET FET
Trade and other payables B 5 R HE M RERFIE 17,826 22,152 - 39,978 39,978
Short-term bank borrowings EHSRITEE - 6,599 - 6,599 6,574
17,826 28,751 - 46,577 46,552
At 31 December 2011
M20114612A31H
Total
Within 6 months to undiscounted Carrying
On demand 6 months 12 months amount amount
~NMEAE

R SR ~EAR +=1@A RAGIR4aF BRMEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
Trade and other payables B 5 REMERTRIE 16,590 18,049 — 34,639 34,639
Short-term bank borrowings RHEISRITIEE — 9,227 — 9,227 9,192
16,590 27,276 — 43,866 43,831
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29. FINANCIAL RISK MANAGEMENT (Continued)

20. £REEERE(Z)

Liquidity risk (Continued) mEEEREME(Z)
Company AT
At 31 December 2012
#2012%12A318
Total
(o]] Within 6 months to undiscounted Carrying
demand 6 months 12 months amount amount
H~EAE
REREF ~EAR +=@A RAIRAEEE RRE{E
HK$’000 HK$°000 HK$’000 HK$°000 HK$°000
FET FET FETT FET FET
Trade and other payables B 5 R EM R FIE - 1,895 - 1,895 1,895
Amounts due to subsidiaries FEATH B A BIFRIE 23,399 - - 23,399 23,399
23,399 1,895 - 25,294 25,294
Financial guarantees issued B 2 B s (R
Maximum amount guaranteed IR LR 6,574 - - 6,574 -
At 31 December 2011
M2011612A31H
Total
Within 6 months to undiscounted Carrying
On demand 6 months 12 months amount amount
~NEAE
R SR NMEAR +=f@A REGIR 5 BREE
HK$'000 HK$000 HK$’000 HK$'000 HK$'000
FET FET FET FET FET
Trade and other payables B 5 R HE M RERFIE — 1,654 — 1,654 1,654
Amount due to a subsidiary FEAS —FIFT A RIZRIE 7,934 - - 7,934 7,934
7,934 1,654 — 9,588 9,688
Financial guarantees issued BEH Z B HER
Maximum amount guaranteed FEAREE LR 9,192 — — 9,192 —

The contractual financial guarantees provided by the Company in
respect of the borrowing facilities of its subsidiaries are disclosed in
note 26. As assessed by the directors, it is not probable that the
banks would claim the Company for losses in respect of the
guarantee contracts. In addition, it is not probable that the
subsidiaries of the Company would default repayment of bank
borrowings. Accordingly, no provision for the Company’s obligation
under guarantees has been made.

ARBREMBRRZEEREFHZE
WG RINIEE 26 3 58 - ERIEHFTAE
% RRB|ATKAERERENDZEE

MARRBRE o BEHh -

/NS = PNCIP))

TAAREBRERZRTEER - At - W&
FHARRRERET 2 BEELEE -
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30.

31.

REAFEEEFRAA

CAPITAL MANAGEMENT 30. AXEHE
The Group manages its capital to ensure that entities in the Group AEEBEEHEER  UBRARASENEE
wil be able to continue as going concern and to provide an ARFEKE  ANEZECEBRRAT
adequate return to stakeholders through the optimisation of the & BENEREREEE AEEMHE
debt and equity balance. The Group’s overall strategy remains BRBNAFTERBAFEEFTE
unchanged during the current and prior years.
The Group sets the amount of capital in proportion to its overall AEERASNBEEUNBEBEEELRS
financing structure. The Group manages the capital structure and o AEBERELSERAES RIEEEE
makes adjustments to it in the light of changes in economic R R BEEARBWIELFE -
conditions and the risk characteristics of the underlying assets. In REFRFHAEERRERE  FEEAEAE
other to maintain or adjust the capital structure, the Group may R PR S SR  REIEARTRE -
adjust the amount of dividend paid to shareholders, return capital to BATHIR (DS EEERIE ©
shareholders, issue new shares, or sell assets to reduce debt.
The gearing ratios as at the reporting date were as follows: RiRE RN aELEEAT
Group
*EH
2012 2011
20124 20114
HK$°000 HK$’000
F#EiT FEIT
Short-term bank borrowings MHERTTEE 6,574 9,192
Equity &N 57,806 58,436
Gearing ratio Bfatk® 11% 16%
The Group targets to maintain the Group’s gearing ratio at a healthy AEENERREFEENEMELE - I
level as have achieved during the year. EREFEREE
EVENTS AFTER THE REPORTING PERIOD 31. REYESE

The Disposal (as detailed in note 21) was approved by independent
shareholders at the special general meeting held on 28 February
2013. It is expected that a gain of approximately HK$18,174,000
will be realised from the Disposal. The directors expected that the
completion date for the transaction to be on or before 31 May
2013. Upon completion, Richmind will cease to be a subsidiary of
the Group.

According to the circular of the Company dated 30 January 2013,
the net proceeds from the Disposal amounting to approximately
HK$23,500,000, of which approximately HK$19,500,000 will be
distributed to shareholders by way of a special dividend and the
remaining balance of approximately HK$4,000,000 will be used as
general working capital of the Group.

Save as disclosed above, there are no other material events
subsequent to 31 December 2012.

Annual Report 20124 5f

HEEEGEBERME21) EEBIRER
20134 2 A 28 AR 1THIAR R FF R A2 _EH#E
HE o TEHEEFTEBIAEZRAKEN
18,174,000/8 7T - EETEAH ' ZRHBER
2013531 Bk 2 AT5EAK ° TBAkE © B
BTrBEAAEEZHBAR -

REAXARIBHAE2013F1 B30 2@
BK - & B IHPTS 3 F R4 £23,500,000
BT BH#919,500,000 7% 7T #5% A A A1 A%
FIRERF RIS - TER T AIAY 4,000,000 7
TTEREASEEr —REBEES -

B EXCATIEEEE SN - BR2012412 A31 B
WHEBHEEMBERNEE -
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