


FIgE AKX ¥EFEFR 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 of the Exchange and
no assurance is given that there will be a liquid market in the securities traded on GEM.

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.

BFEBSXSFMARAE (B3 ) RIER( SI%EER DatHe

RISREYESL > DAHELERMBERXA LTHATITERSRERRNAFRK—ELHITS - FRIRENALEE
RIRENZFATNBERENR - LREAFHAFNEBESEHRERE - AIFRNBAEAREEMFERTRIERE
EEHERAMERIREE -

HRBIER LT ASHEMNMERA - ERIXREFNESFTRERNEXAEREFNESFEAZBRANHISKE @R
FREEREENEREENESERRRERNTIS

A& TR P BB L AR ([BIR R TR B E Mg B LIEX FFEBFRA G (AR E
¥ o ARAIEEF(EFVERAREFIATBERZE - LEEL R EEHERR  BEOITRAR S K
BB ENEEEAT BB EETE - ARG LG - RIUFERFEMFR  HERHE B 5B AR
g(}




acific
oOWwWerwe
CONTENTS

Corporate Information

Chairman’s Statement

Management Discussion and Analysis
Corporate Governance Report

Directors and Senior Management

Directors’ Report

Independent Auditor’s Report

Consolidated Statement of Comprehensive Income
Consolidated Statement of Financial Position
Statement of Financial Position

Consolidated Statement of Cash Flows
Consolidated Statement of Changes in Equity

Notes to the Financial Statements

Annual Report 20134 7§

H &%

RAEVER
TEHE
EEET R LD
EEERWE

EXELSRERAE

FAEERaER
REMBRRE
FAFSIRRR

mAaBReRER
RAREER

BTSSR M

2-3

4-6

7-11

12-19

20-24

25-34

35-36

37

38

39

40-41

42

43-95




R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

CORPORATE INFORMATION

Board of Directors

Executive Directors

Mr. LIU Tin Chak, Arnold (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 LUl Tai Lok

Mr. YIP Kwok Kwan

Company Secretary
Mr. CHAN Sun Kwong

Compliance Officer
Mr. LIU Tin Chak, Armold

Authorized Representatives
Mr. LIU Tin Chak, Arnold
Mr. LAM Chi Wai, Peter

Audit Committee

Mr. CHEUNG Chi Man, Dennis (Chairman)
Professor LUl Tai Lok

Mr. YIP Kwok Kwan

Remuneration Committee
Mr. YIP Kwok Kwan (Chairman)
Mr. CHEUNG Chi Man, Dennis
Professor LUl Tai Lok

Nomination Committee
Professor LUl Tai Lok (Chairman)
Mr. CHEUNG Chi Man, Dennis
Mr. LIU Tin Chak, Arnold

Mr. YIP Kwok Kwan

Auditor
BDO Limited
Certified Public Accountants

EEE

WITEE

BERERE(EE)

WA S (TR ARS, - BB
A

B— B (TR ARS, - FEEE)

BIFPTES
REXSRE
B ARSEH I
e bt

ATHE
REEEE

BT
BRERE

RIERR
BRELE
MERSLE

EXZEET
REXFKE(TE)
B ARREHIR
R EE

FNEEE
EEHEE(ZE)
REXSKLE
B ARREHIR

REEEE
BRI (TE)
REXFKLE
BRERE
B EE

A

BRI RS EBAERAA
RS AT

Annual Report 20134 2




Powerwell Pacific Holdings Limited Z&AFE¥E£EBERAT

CORPORATE INFORMATION

Solicitors
Jennifer Cheung & Co.

Compliance Advisor
Messis Capital Limited

Principal Bankers
Hang Seng Bank Limited
China CITIC Bank International Limited

Registered Office
Clarendon House, 2 Church Street
Hamilton HM 11 Bermuda

Headquarter and Place of Business
19/F., Henry Centre

131 Wo Vi Hop Road

Kwai Chung, New Territories

Hong Kong

Principal Share Registrar and Transfer Office
Butterfield Fulcrum Group (Bermuda) Limited
Rosebank Centre

11 Bermudiana Road

Pembroke HM 08 Bermuda

Hong Kong Branch Share Registrar and Transfer Office
Tricor Investor Services Limited

Level 22, Hopewell Centre,

183 Queen’s Road East, Hong Kong

Stock Code
8265

Company Website and Investor Relations
www.hklistco.com/8265

Annual Report 201345

ANCI- )

AR
SRR AT

SRR
REREERAT]

FEERRIT
BARITARAR
RERITERBRAT]

EER U E e Y

Clarendon House, 2 Church Street
Hamilton HM 11 Bermuda

MR R R M EL
HE

TR
MEAE1315%

BRI LN91E

B R R AR RERNER
Butterfield Fulcrum Group (Bermuda) Limited
Rosebank Centre

11 Bermudiana Road

Pembroke HM 08 Bermuda

FERGEBFEL T RERERNEE
SERFBRERAA

B

2 KER1835

B 22

B 455k

8265
ABELRIREERZ

www.hklistco.com/8265




R X F¥EEFEFR 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 2013 (the
“Year”).

Business Review

The year 2013 was very challenging and the results are mixed. Our
business of providing sourcing and procurement solutions of watches,
costume jewelries and display and packaging products to customers
(“Sourcing Business”) was in line with the slow recovery of worldwide
consumer market and tightening control of costs was administered
during the Year to minimize the effect on the result of Sourcing
Business. On the other hand, we have been incurring expenses on
promotion to strengthen our business of design, manufacturing and
distribution of watches of our own brand Tianba, in the People’'s
Republic of China (the “PRC”) (“the PRC Watch Business”) and
distribution network in PRC. Moreover, the Group disposed certain
properties during the Year as set out in note 6 to the consolidated
financial statements. The Disposal was a good opportunity to realize a
return from the relevant properties and the subsequent introduction by
the government of extra stamp duty on property transactions (including
non-residential properties) served to reaffirm the management’s decision
of the Disposal.

Sourcing Business

Affected by the slow economic recovery in the western countries
where is the main source of our Sourcing Business revenue, we
recorded a decrease in sales for the Year in each of our watches,
costume jewelries and display and packaging products business
comparing with year ended 31 December 2012.

Although orders from our major brand owner customer resumed and
revenue had picked up in the second half of the Year, overall revenue
of watch business for the Year dropped as compared to last year due
to the weaker performance in first half of the Year.

For our display and packaging products business, as usual, the result
is hinged on the marketing and display programme cycle of our brand
owner customers. As mentioned previously, our major display
customers are now focusing on developing new display programme
for launch in 2014. Hence, revenue remained slow for the Year.
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Powerwell Pacific Holdings Limited

CHAIRMAN’S STATEMENT

The decrease in sales of our costume jewelries business was mainly
due to drop in sales of silver jewelries items as a result of slow
recovery in US retail market where our brand owner customer focused
on.

PRC Watch Business

Revenue from our PRC Watch Business continued to grow for the
Year and we have expanded our market share as a result of our
effort in brand building of “Tianba” through various channels including
television commercial, promotional campaigns and adopted celebrity
endorsement to enhance our brand identity among end consumers.
We successfully launched our first series of digital watch, T-watch,
which is equipped with multimedia player function during the first half
of the Year. However, due to additional resources spent on brand
building and marketing campaign for market development, the
operating results remained at a loss for the Year.

By the end of year 2013, we had over 260 self-operated retail outlets
and 180 distributor outlets in China, as compared to approximately
130 self-operated and 100 distributor outlets at the end of year 2012.

Prospects

Despite the slow recovery of the western economy and uncertain
business environment, we are seeing increasing orders for our new
watch design and display development from our brand owner
customers. The Group will continue to be cautious in cost control and
to uphold quality assurance of our products in the Sourcing Business
in order to remain competitive for our valuable customers. We will
also keep developing new brand customers and enhance new
business relationship to stimulate growth. We shall continue to
maintain the overall costing level until signs of recovery is noticed in
the Sourcing Business.

Growth in revenue of our PRC Watch Business is our motivation to
excel. However, with much resources spent on brand building, we
continued to endure a loss for the Year. We will keep monitoring the
existing sales network’s performance closely and consolidate strategic
partnership with reputable and reliable local wholesalers in order to
fine tune business strategies in a timely manner and monitoring the
efficiency and effectiveness of cost deployment at the same time.
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R X F¥EEFEFR 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, dedication, and hard work to the Group. On
behalf of the Board, | 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, 25 March 2014
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Powerwell Pacific Holdings Limited ZigAEF¥EBEERAR

MANAGEMENT DISCUSSION AND ANALYSIS & I [Z = 7m & 4T

Financial Summary B EEHE
Year ended 31 December
HE12A3181LEE
2013 2012 2011 2010 2009
20134 20124 20114F 20104 20094

GLCHU HK$'000  HK$'000  HK$'000  HK$'000
FET T/ET 78T T/ET T/ET

Revenue A 172,640 197,655 240,249 208,195 164,511
Profit before income tax R S E0 A& ) 16,285 3,633 14,466 11,751 20,795
Profit for the year FNm 15,564 2,307 10,398 7,889 17,566

As at 31 December

®12A318
2013 2012 2011 2010 2009
20134 20124 20114F 20104 20094

HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
FETT TET T TET TET

Total assets wEE 113,979 116,482 116,172 102,419 59,504
Total liabilities waE (60,024) (58,676) (57,736) (72,042) (22,689)
Total equity 1k 53,955 57,806 58,436 30,377 36,815
Financial Review Bt¥5EIRE

Revenue 1PN

Affected by the global market instability and uncertainty and slow  fEIRIRTE K ETIE R AT S TRABA LA &
recovery in the western economy, the Group reported a total revenue EEBEIEHFET  AEBAFENAUIA
of approximately HK$172.6 milion (2012: approximately HK$197.7 #3172.6 B&BL(2012F + 9197.7 BEHEE
milion) for the Year, a year-on-year decrease of approximately 7o)'@ 8 E—FEHRFE KL 25.1 BEBE Tk
HK$25.1 million or 12.7% from the Previous Year. 12.7% »

Revenue mainly came from the Sourcing Business of approximately WAFZEREERESEKHKALN127.88
HK$127.8 million, representing approximately 74.0% of total revenue BB IT @ hAFERRARNL 74.0% » & E—
for the Year and it recorded a decline of approximately 23.9% or FEA%I168.05 BE T ME#4123.9%3k#740.2
approximately HK$40.2 milion compared with approximately HK$168.0 B &HETT °

million for the Previous Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

Sourcing of watches generated the largest revenue to the Group of
approximately HK$78.1 million for the Year, recorded year-on-year
decrease of approximately HK$21.7 milion or 21.7% comparing to
approximately HK$99.8 million for the Previous Year. Revenue from
sourcing of costume jewelries representing approximately 7.5% (2012:
10%) of the Group’s total revenue, which was fairly consistent with
Previous Year. It recorded a sales of approximately HK$12.9 million
for the Year, an decline of approximately 34.5% or HK$6.8 million
comparing to approximately HK$19.7 million for the Previous Year.

Sourcing business of display and packaging products contributed
revenue of approximately HK$36.8 million for the Year, representing a
reduction of approximately HK$11.8 million or 24.3% from
approximately HK$48.6 million for the Previous Year.

The performance of PRC Watch Business is encouraging. Revenue
rose to approximately HK$44.8 million for the Year from approximately
HK$29.6 million for the Previous Year, representing an increase of
approximately HK$15.2 million or 51.4% comparing to the Previous
Year and representing approximately 26.0% (2012: 15.0%) of the
Group’s total revenue. To cater for sustainable growth, and maximize
and expedite market penetration, Tianhaiba continued to develop
channels of distribution by refining current sales outlets and extending
its distribution to wholesalers and independent watch retailers during
the Year.

Cost of Sales and Gross Profit

Cost of sales of the Group decreased by approximately 15.3% from
approximately HK$149.5 million for the Previous Year to approximately
HK$126.6 million for the Year.

The overall gross profit of the Group decreased from approximately
HK$48.1 million for Previous Year to approximately HK$46.0 million
for the Year, representing an decrease of approximately 4.4%. The
gross profit of the Sourcing Business dropped by approximately
HK$7.6 million to approximately HK$28.3 million (2012: approximately
HK$35.9 million). Gross profit margin of the Sourcing Business was
approximately 22.1%, similar to approximately 21.4% of the Previous
Year. The PRC Watch Business contributed gross profit of
approximately HK$17.7 million (2012: approximately HK$12.2 million),
with gross profit margin of approximately 39.6% (2012: 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

As a result of the expansion of PRC Watch Business and more
spending on Tianba brand building and promotion during the Year,
overall selling and distribution costs for the Year were approximately
HK$11.9 million (2012: approximately HK$10.8 million), increased by
approximately HK$1.1 million.

Overall administrative and other operating expenses for the Year were
approximately HK$36.2 million (2012: approximately HK$33.7 million),
increased by approximately HK$2.5 milion mainly due to the
expansion of PRC Watch Business and impairment loss on non-
financial assets of PRC Watch Business of HK$0.6 million (2012: nil)
for the Year.

Profit

The Group’s profit attributable to owners of the Company was
approximately HK$15.6 million for the Year, which comprised of a
gain on disposal of a subsidiary of approximately HK$18.0 million and
net off with a loss of approximately HK$2.4 milion (2012: profit of
approximately HK$2.3 million) from its core operating business,

The Group’s loss on core operating business comprised of the
segment profit on Sourcing Business of approximately HK$11.4 million
(2012: profit of approximately HK$16.3 milion) net off with the
segment loss on PRC Watch Business of approximately HK$5.8
million (2012: loss of approximately HK$4.2 million) and net corporate
expenses (excluded gain on disposal) and income tax expense of
totally approximately HK$8.0 milion (2012: approximately HK$9.8
million) for the Year.

Result on Sourcing Business was affected by the uncertain business
environment and slow recovery of western economy during the Year.
However, the Group cautiously controlled the costing and managed to
maintain profitability in Sourcing Business. On the other hand, loss on
PRC Watch Business for the Year mainly due to further costs incurred
by the Group in Tianba brand building and promotion in order to
enhance the brand identity.

Liquidity, Financial Resources and Capital Structure

The Group generally finances its daily operations from internally
generated cash flows. As at 31 December 2013, the Group had bank
balances and cash of approximately HK$37.3 million (2012:
approximately HK$45.2 million) and did not have any bank borrowings
(2012: approximately HK$6.6 million). The Group had cancelled all
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REAFEEEFRAE

ERETHRAN

52
HRAFEREFPEEFESRIEAETZES
BERHEERBMRE  AFENEEHEERD
AN IIEEBLEN119E5EST
(20124 : 910.8EHEBIT) ©

AEEMERITH R AL IEING2.58
EBITENG6.2EEBIL(2012F  4933.7H
EBTT)  TEZANERPBEEERES AR
FETPREREGHIESREELRRERSSE
0.6A&EBTT(20124F « #) ©

it F)
AEENARRARHERARGEREEENRL
15.6 BB BT HhBEHE—RRB AR
Wan#718.0 B BB T IR EZ DB XK
FHEBERO2.488ET(2012F  HAMK2.38
BETT)

RERARBENZOEEXZBREERITAR
EREBXBNOBENO11.4BERT
(20124 : & AIH16.3 BEB L) i FERE
B BE1EA 5.8 AEAIT(20124F : BIEK
42BEBT) REEAOFE(TERERHER
73) RS HAX A K8 0B EBIT(20124 ¢
#19.8E 8B TT)AEH

BEERESEENAFEXIEHRETH
LA KBEEREEERZMPE AR
AEBBEBZEGKRE  ERESEBDEGSR
Mo m—H AEEFEBERGRGER
TERANAEE /R R R MR M E
ER BB EE LRI -

REEE MBERREFIE

REB—MUARNPELENREREAHEAEE
HIRMHES - R2013F12A831H » REERIR
TREBNIRESHAITIEEET(R012F + 4
4528 8B TT) - WEIRITEE Q0124 : 416.6
BEAL) - RAFE - A5BEBUSFART




R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

banking facilities and was released from the respective guarantees
during the Year. The gearing ratio representing the ratio of total
borrowings to the total equity of the Group was approximately 11%
as at 31 December 2012. Taking into account cash and other current
assets of approximately HK$103.5 milion as at 31 December 2013,
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 2013, 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 2013, the Group did not have any material
contingent liabilities or capital commitment.

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, executive Directors of the
Company, 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 approximately HK$2.1 milion advanced by Good
Destination to Richmind (the “Loan”), at an aggregate consideration of
HK$24.0 million (the “Disposal”). The Disposal was completed on 10
May 2013 and a gain of approximately HK$18.0 million arising on the
Disposal was realised. Upon completion of the Disposal, Richmind
ceased to be a subsidiary of the Group.
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Powerwell Pacific Holdings Limited ZigAEF¥EBEERAR

MANAGEMENT DISCUSSION AND ANALYSIS

In view of the strong growth in the properties market in Hong Kong,
the Directors considered that the Disposal presented a good
opportunity to realise the 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 was on
normal commercial terms which were fair and reasonable and the
Disposal was in the interest of the Company and the Shareholders of
the Company as a whole.

Details of the Disposal were set out in the circular of the Company
dated 30 January 2013.

Save as aforesaid, there were no significant investments held as at 31
December 2013, nor were there material acquisitions and disposals of
subsidiaries during the Year. There is no plan for material investments
or capital transactions as at the date of this report.

Dividends

A special dividend of HK$19.5 million was paid during the Year (2012:
nil). The Directors do not recommend the payment of a final dividend
for the Year (2012: nil).

Employees and Remuneration Policies

The Group had 353 (2012: 284) employees as 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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Pursuant to Rule 18.44(2) 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 Company has complied with the Corporate Governance Code
contained in Appendix 15 of the GEM Listing throughout 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 Rules 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, Arnold (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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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
“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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Directors’ Continuous Professional Development EENBEEEER

The Company encourages the Directors to participate in continuous ARAFHEHBEESMBEHRERE  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 &{ELEIERAENER - RAREEAN - 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 #HEHEEREEH) - SERATETHIEIIECER
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 BRigEfE  SENE BRiEE
Executive Directors WITES
Liu Tin Chak, Arnold BXREZ Y/5& Y/5& Y/ Y/5&
Lam Chi Wai, Peter SR Y/ Y/ Y/E Y/E
Wong Yu Man, Elias BEAX Y/ & Y/ & Y/5& Y/5&
Yang Yijun B—%® Y/ & Y/ & Y/5& Y/5&

Independent Non-executive Directors IBIIIEHITES

Cheung Chi Man, Dennis REX Y/& Y/& Y/5& Y/ &
Lui Tai Lok ZPAE Y/2 Y/2 Y/ Y/
Yip Kwok Kwan Y Y/5& Y/5& Y/5& Y/5&
Annual Report 20134 3R 14
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Board Meetings Held and Attendance EETHEFEERRHERR

The CG Code requires regular meeting of the Board be held at least {(PEEATHRTEETSBEFERPOETMOR
four times a year at approximately quarterly intervals. Such Board THI®HE @ ANBERT R - ZEZEFES
meetings involve the active participation, either in person or by FHUESESHINFATIEABEIHLHE -
telephone conference.

The attendance record of the Directors at Board meetings and Board #®EEWNAFERITHNEECCHNEETLES
Committee meetings held during the Year are set below: EENLEREEIWT

Number of meetings attended/held during the Year

FhtiE BTHEEEE
Remuneration Audit Nomination
Board Committee n Committee = Committee

EEE FWEEE BREET REEEF

Executive Directors PITES
Liu Tin Chak, Arnold BXRE 5/5 - - 11
Lam Chi Wai, Peter EHiE 5/5 — — —
Wong Yu Man, Elias E9°858 5/5 — — —
Yang Yijun B—= 5/5 — — —
Independent Non-executive Directors BIFERITESE
Cheung Chi Man, Dennis REX 5/5 11 4/4 11
Lui Tai Lok EPNE 5/5 1/1 4/4 1/1
Yip Kwok Kwan HEEY 5/5 11 4/4 11
General Meetings Held and Attendance EETHREXERHEFBER
The attendance record of the Directors at general meetings held EEWANEELITHREASH L FLEH 7T
during the Year is set out below: R
Number of meetings attend/held during the Year
ERHE BITHEREE
Annual General Meeting Special General Meeting
BFBEXE BERSRIKE
Executive Directors BITESE
Liu Tin Chak, Armold BRZ 1/1 1/1
Lam Chi Wai, Peter MER 0/1 1/1
Wong Yu Man, Elias =X 1/1 1/1
Yang Yijun B—= 11 11
Independent Non-executive Directors BIEPITES
Cheung Chi Man, Dennis sREX 1/1 1/1
Lui Tai Lok S 1/1 0/1
Yip Kwok Kwan HEY 1/1 1/1
15 Annual Report 20134 5
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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 is currently composed of the three independent
non-executive Directors and chaired by Mr. Cheung Chi Man, Dennis,
who has appropriate professional qualifications and experience as
required by the GEM Listing Rules. 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.

FNEZE@RM=RBIUIFRTEFMAN - I
MEBEDLERTIER - FTHEZEENTER
AR ASEEEREMEEABNFHIBEER
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The Audit Committee held four meetings during the Year, to review
the Group’s quarterly, interim and annual 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. The Nomination Committee is also
responsible for ensuring the Board comprised diversity of perspectives
appropriate for the Company’s healthy development. The Nomination
Committee considered that the Board has sufficient diverse expertise,
particularly in corporate management, financial control, business
development and human resources management, for the Company’s
business, while gender diversity is not directly relevant to the quality
of the Board. 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 appointment of senior advisor of China business development, 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
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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 “Directors and Senior
Management” of this annual report.

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.

Relevant applicable recommendations made by an independent
internal control 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$560,000 for auditing
services and HK$200,000 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
responsibility of auditor in respect of the Group’s 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 (BEXi#), aged 61, 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 54, 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 16 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 48, 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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Yang Yijun (#—E), aged 43, 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 vice president of the Shenzhen Watch &
Clock Association ORI THEEEKITERE) .

Independent Non-executive Directors

Cheung Chi Man, Dennis (5R#&3L), aged 46, is an Independent
Non-executive Director and he joined the Group in 2010. He is a
company secretary of Peace Map Holding Limited (stock code 402).
Mr. Cheung has over 20 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 55, 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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DIRECTORS AND SENIOR
MANAGEMENT

Yip Kwok Kwan (EEY), aged 64, 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 48, 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 51, 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 33, 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 9 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.

Li Ji Jun(ZEE), aged 59, is the Chief Operation Officer of
Tianhaiba and senior advisor of China business development. He
joined Tianhiaba in April 2013 and is responsible for the development
and management of our PRC business as well as the strategic
planning of Tianhaiba. Mr. Li joined watch industry in 1971 and has
over 40 years experience in sale and marketing of watch products.
He worked in ZKEZEFAEHKEERAR (Zhuhai Rossimi Watch
Industry Limited) as assistant general manager and BR/&fE#EEEIKE
EBBR/AF (Zhuhai Nivada Watch Company Limited) as a deputy
general manager before he joined our Group.

Wu Yan (R%), aged 47, 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)&
RE)RE 5™ (Tanjin 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 EERIEETCRYNDBR AT (Vi
Jin Li Shi Ji (Shenzhen) Company Limited) as supervisor of sales
business for 8 years before joining Tianhaiba.
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DIRECTORS AND SENIOR
MANAGEMENT

Huang Guorong (FEI%8), aged 47, 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 BIA ™
AR TRF (Jurong Wireless Electronic Accessories Factory) and )
BAMEHHEARBET (the People’s Government of Guo Zhuang Village,
Jurong City).

Company Secretary

Chan Sun Kwong (BRE), aged 47, 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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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 18 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 37.

A special dividend of HK$19.5 million was paid during the Year (2012:
nil). The Directors do not recommend the payment of a final dividend
for the Year (2012: ni).

Property, Plant and Equipment

Details of movements in property, plant and equipment of the Group
during the Year are set out in note 15 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 42 and note 25 to the consolidated financial
statements respectively.

Distributable Reserves of the Company

At 31 December 2013, the Company’s reserves available for cash
distribution and/or distribution in specie amounted to approximately
HK$31.5 million, as computed in accordance with the Companies Act
1981 of Bermuda.
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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 48.0% N/AT 3 B
Five largest customers in aggregate hAAREPEE 72.5% N/AT 3 B
The largest supplier BAHIER N/ATNE 20.8%
Five largest suppliers in aggregate AR EEE T N/AT~iE 59.2%

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. Yang Yijun,
Cheung Chi Man, Dennis and Lui Tai Lok 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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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” of this report.

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 14 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
REBMER - SHEIMFITHN ARG Bk E

AHaEl]—%& -

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 22 and 27 to the
consolidated financial statements, no other 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, had entered
into a service contract with our Company for a term of three years
from the listing of the Company and which has been renewed for
another three years with monthly remuneration at the rate of
HK$88,000. 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.

27
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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, had entered
into a letter of appointment with our Company for a term of three
years from 26 January 2014 with remuneration of HK$264,000 per
year and may be terminated by either party giving not less than three
months’ prior written notice.

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 Securities and Futures Ordinance (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

EERHE

BUIEMITEERENLE - e REHIRRE
B AR S BEARRNTILE M - B
20141 A26 BT AHI=F - BFMH<e A
264,000/87C * BAJREM—FEETLR=
B AR E S EMBALLIE ©

BEEFHRARFRI LR —FATA REEE
OXERERIN MR LR IRFEA L ©

EERRBTHASRAA S ST HEE
EERRS - HERG REFHERRIXE

RABERY  EFRARABRATEARE
E o MR GRD (B LB R ) EXVEEET
REFE 8D EMAMERNNE MR FrE (R
EIRBEES RGO BB IESURFREFX
BREBNED)  IRBIELFLARKRGS
352 {RZARLER N % G AL B RO M e s - AR
IRAIZER ETRAIE 5.48 £ 5.67 RAMEAR
A B SR FT A RS AN T

RAATRMGHIFTE
@ RERER A

Percentage
of the issued share capital of

Director interest ordinary shares held the Company
BE 5 e e TEERYME ERAFEBITRENES L
Mr. Liu Tin Chak, Armold  Corporate interest (Note) 108,000,000 72.00%
BRESE NEVER (M)

Note: These shares are held by an associated corporation Data Champion Wiat : ZZERR AR A EData Champion Limited

Limited. Directors’ interests in an associated corporation are as disclosed
immediately below.

BB - ERERABEE RN TR -
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(b)  Interest in the share of an associated corporation
Name of associated corporation: Data Champion Limited

ZIE AR FIEE

BRAF

EEgHE

(b)  RIEEEER G A
1EEEAE & - 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 - KAQFK
Directors or any chief executive of the Company had an interest or BEES (T AHETTHA BHELEN A QG S E(T

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 SFO
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

TEEEE (E& R s RHTE GG XV B T

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

B8t 22 BT ) 8 2 580 ?(’E%ﬂﬂﬂ%?ﬁﬁ&iﬁﬁﬂm
BIA BRGSO S B E SR AR i e Kok
B SIREES K EE G5 352 (6B e
I E S e ERSIAR - BIRIRAIEIR
FHRANE 548 E 5.67 IEAME NN T RE#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%

BEafBA
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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 2013.

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 7 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.

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, executive Directors of the
Company, to conditionally agree to dispose the entire issued share
capital of Richmind and the benefit of the Loan, at an aggregate
consideration of HK$24.0 million. The Disposal was completed on 10
May 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.

Continuing Connected Transaction

Qutsourcing arrangement with Shenzhen Guifeng Watch Company
Limited (“Guifeng’)

On 20 March 2013, the Company and Guifeng entered into a
renewed 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 20 March 2013 until
31 December 2015. The transaction contemplated under the renewed
master agreement constitutes a continuing connected transaction for
the Company under Chapter 20 of the GEM Listing Rules.

Details of the above continuing connected transaction set out in the
announcement of the Company dated 20 March 2013.
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DIRECTORS’ REPORT = RS

The outsourcing arrangement with Guifeng also constitutes related 7/ B RIS 7 R HY 9N Z2 HF IR Ak BB 5 32
party transactions and is disclosed in note 27 to the consolidated 5 @ EPAMIERERWME27 ©
financial statements.

Annual Caps and Actual Figures of Non-Exempted ZAATKEHGIFERENZSHERE LR
Continuing Connected Transaction of the Company REREF

Annual Caps for Actual Figures for

the Year ended the Year ended
31 December 2013 31 December 2013
HE20135F B E20135
12A31HILEEME 12A31HILEENE
ELR [RE=
HK$’000 HK$’000
FET FETT
Transactions X5
Outsourcing arrangement with Guifeng EAREIE RN L BE 8,500 5,981

The independent non-executive Directors had reviewed the aforesaid M IERITE ECEH FlliIFERERS - I
continuing connected transactions and confirmed that these WRZERS :
transactions had been entered into:

(1) in the ordinary and usual course of business of the Group; (1) EXSEN—MEEEEBBREREIL
(2)  on normal commercial terms or on terms no less favourable to  (2) IRIEEEEKRR - K TBERARR R MIE
the Company than terms available to or from (as appropriate) VEZHRHIEEGRER) MIEKE

independent third parties; and AVARIY

(3) in accordance with the relevant agreement with terms which are  (8) RERBEHHFI L - ERAFEE - I
fair and reasonable and in the interests of the shareholders of FEARRAIRRABEEF = -
the Company as a whole.

Annual Report 20134 32




33

Powerwell Pacific Holdings Limited ZigAEF¥EBEERAR

DIRECTORS’ REPORT

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 31 to 32 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.

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 12 to 19 of this annual report.

Interests of the Compliance Adviser

As notified by the compliance adviser of the Company, Messis Capital
Limited (“Messis Capital”), as at 31 December 2013, except for the
compliance adviser agreement entered into between the Company
and the Messis Capital dated 5 June 2013, neither Messis Capital or
its directors, employees or associates had any interest in relation to
the Group.

Subsequent Events
There are no material events subsequent to 31 December 2013.
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DIRECTORS’ REPORT

Auditor

The financial statements for the Year, Previous Year and year ended
31 December 2011 have been audited by BDO Limited 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 Limited as auditor of the Company.

On behalf of the Board

Liu Tin Chak, Arnold
Chairman

Hong Kong, 25 March 2014
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Powerwell Pacific Holdings Limited

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 37 to 95, which comprise the
consolidated and the company statements of financial position as at
31 December 2013, 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

Our 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

R AT EEERA T

VR R 2GRS

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
BEATRER11158R
KEHI258

BEEXEFRERRATERR
(R EFREZMH LA BRAE])

RZEEI (R DEEFNENREITEEB H
RERFHEBARAR(ERR ) REWES
REl(GEAIEEEDMEIRAMBEME IR
AU BRI EIER2013F12 A31 BREA

ARMBRAKREBHEZB I FENLGEEE
WHmEK  GAESRERRGREEREEHE
AREZSHBORME MMM ERREER -

EFEMGSMBRRARRNELE

BERREFARRRBEARBGEAEREMA
(BRUHEREERDRFECR ARPIDE R FE
RERBGARMBEHE - USHREM MK
HEEMATHORBR - REBERARREGS
AT RR T BN ERIEF] - DAESE M5
RNFHEBERRFFSERMEBMEANERR
it o

BB BT
BANEETRERMINETHZESAHT
BRELER - WIRR(ERE 1981 FRFNE)
0 REMEBBIRESE - Rtz ABE
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 2013 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

Lee Ming Wai

Practising Certificate no. P05682

Hong Kong, 25 March 2014
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Powerwell Pacific Holdings Limited

CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME

REAFFEEBRAF

4re EE W

for the year ended 31 December 2013 B Z20139F 12431 HIFFZE
2013 2012
20134 20124
Notes HK$’000 HK$’000
HiaE F#ET FET
Revenue (DN 5 172,640 197,655
Cost of sales SHERA (126,599) (149,537)
Gross profit E=7 46,041 48,118
Other income E A A 5 495 286
Gain on disposal of interest in a HEMNB AR =
subsidiary 6 18,020 —
Selling and distribution costs SHE RO HK A (11,947) (10,766)
Administrative expenses TEFAZ (35,365) (33,622)
Other operating expenses Hibg &R (860) (43)
Finance costs B & KA 8 (99) (340)
Profit before income tax B& P45 8t puita F1 9 16,285 3,633
Income tax expense PS> 10 (721) (1,326)
Profit for the year FEritaF 15,564 2,307
Other comprehensive income for FREMBEEKEE
the year
Items that may be reclassified Hig Al ERT 5 FE R 1
subsequently to profit or loss: EHH -
— Exchange differences arising on — MEBINEBEEZ
translation of foreign operations EH =R 85 63
Total comprehensive income FRE2EkEEE
for the year 15,649 2,370
Profit for the year attributable to EATIHER N ERFEL
owners of the Company i F 11 15,564 2,307
Total comprehensive income for the AXASTHH A ERFEG
year attributable to owners of the 2 HUZS4E
Company 15,649 2,370
Earnings per share for profit EAT R A\FEL
attributable to owners of the EFIR SR FI
Company — Basic and diluted — BEXRiEE 13 HK10.4 cents #fll HK1.5 cents AL
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CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

as at 31 December 2013

#re MR

R2013F 12831 H

ASSETS AND LIABILITIES
Non-current assets
Property, plant and equipment
Goodwill

Other intangible assets

Current assets
Inventories

Trade receivables
Prepayments and deposits
Prepaid tax

Cash and cash equivalents

Assets classified as held-for-sale

Total current assets

Current liabilities
Trade and other payables
Short-term bank borrowings

Liabilities classified as held-for-sale
Total current liabilities
Net current assets

Total assets less current liabilities/
Net assets

EQUITY
Share capital
Reserves

Total equity

Liu Tin Chak, Arnold
BEXE
Director

EF

HEERAR
FEREBEE
[k
Hit\LEE

RENEE

FE

B B RIE

B FIE RIS
TERHIE
RekBESEED

DERRKEHLEZEE
mENEELBER
k) =R

B 5 FEMbRENFIR
REHIRTTHE R

DEAREREZAR
HENE AR
MENEEFR

HAERRBDER FEE

i
A
G

LR aBER

2013 2012
20134 20124

Notes HK$°000 HK$°000
Kt Fi#T FET
15 4,698 3,428
16 - 230
17 5,815 5,869
10,513 9,527

19 42,426 28,623
20 16,789 16,624
20 6,649 9,586
265 1,017

21 37,337 45,226
103,466 101,076

6 - 5,879
103,466 106,955

22 60,024 52,049
23 - 6,574
60,024 58,623

6 - 53
60,024 58,676

43,442 48,279

53,955 57,806

24 15,000 15,000
25 38,955 42,806
53,955 57,806

Lam Chi Wai, Peter
HEE

Director

EF
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STATEMENT OF FINANCIAL

POSITION

as at 31 December 2013

REAFFEEBRAF

BRI

ASSETS AND LIABILITIES BEERER
Non-current assets FEREEE
Interests in subsidiaries KB Rz
Current assets mEEE
Prepayments and deposits FENHRIBERIES
Amounts due from subsidiaries JEUSB B A R TE
Bank balances and cash RITEHR MRS
Current liabilities it ) =R
Other payables and accruals HAb R FIE R ERE A
Amounts due to subsidiaries RN EPNGIE S
Net current assets RBEEFE
Net assets BEEFE
EQUITY i
Share capital &N
Reserves e
Total equity HERELS
Liu Tin Chak, Arnold
EXE
Director
B
39 Annual Report 201343

R2013F 12831 H
2013 2012
20134 20124
Notes HK$’000 HK$’000
Kt Fi#T FET
18 30,367 30,367
20 114 93
18 23,690 39,833
21 206 287
24,010 40,213
22 932 1,895
18 11 23,399
943 25,294
23,067 14,919
53,434 45,286
24 15,000 15,000
25 38,434 30,286
53,434 45,286

Lam Chi Wai, Peter
HEE
Director

EF




R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

CONSOLIDATED STATEMENT OF #%HA8IR&ErEXx
CASH FLOWS

for the year ended 31 December 2013 I F2013F 12531 HILFZ
2013 2012
20134 20124
HK$’000 HK$'000
FHEIT FET
Cash flows from operating activities &EZEHHYIRLR
Profit before income tax B FTIS R AT & 16,285 3,633
Adjustments for: PRSI SEEL A
Gain on disposal of interest in a DS B A R R 2 W
subsidiary (18,020) —
Depreciation of property, plant and Y - BEMEETE
equipment 1,215 1,246
Loss on disposal of property, plant WMEEME - BB RS EEE
and equipment 260 43
Interest income FEUWA (189) (214)
Finance costs BhE KA 99 340
Impairment loss on property, plant Y% - B KRR 2 BIEEE
and equipment 150 —
Impairment loss on goodwill R REEE 230 =
Impairment loss on other intangible EfhEFEE RERE
assets 220 —
Operating profit before working capital & & & & ENRIHAR &% T
changes 250 5,048
Increase in inventories FEEM (13,172) (8,572)
Decrease in trade receivables, B ZEWGRIE - TR IR
prepayments and deposits BE R 2,946 13,522
Increase in trade and other payables B 5 & E th < FRIEHE 1 713 5,190
Cash (used in)/generated from EiE(FA)/EEXNEE
operations (9,263) 15,188
Interest paid BEAFE (99) (340)
Income tax refunded/(paid) FiSRiR % (BRFTEHR) 4 (3,975)
Net cash (used in)/generated from AETE () EERHELFEE
operating activities (9,358) 10,873
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2013 2012
20134 20124F
HK$’000 HK$'000
F#ET FETT

Cash flows from investing activities RZ;EFHIIRLR

Purchase of property, plant and BEME - BERZE
equipment (2,856) (1,436)
Purchase of other intangible assets BEEMBEFEEE (18) 8)

Net inflow of cash and cash equivalents FtHE —EHIBA RS MEEERZ

in respect of the disposal of interest Re RBLEBMRAFHEMHZ6)

in a subsidiary and transfer of the

Loan (note 6) 23,670 —
Interest received BHFIE 189 214

Net cash generated from/(used in) REZBEL (AT 852 FEE
investing activities 20,985 (1,230)

Cash flows from financing activities BiZHEEIHIIRERE

Proceeds from short-term bank AR/ TEEFSRIA

borrowings - 54,357
Repayment of short-term bank BEEMRITEE

borrowings (6,574) (56,975)
Advance from an independent third BUE=FER

party 6,835 —
Dividend paid B E (19,500) (3,000)
Net cash used in financing activities BETE TR H 2 F5E (19,239) (5,618)

Net (decrease)/increase in cash and IRERINSEEWREL ) HEmiEE

cash equivalents (7,612) 4,025
Cash and cash equivalents at FYNRERFEEEY

beginning of year 45,268 41,180
Effect of foreign exchange rate changes [&EREE)H) 5L (319) 63

Cash and cash equivalents at end FRIFERIFEZEEY
of year 37,337 45,268

Cash and cash equivalents as stated in 4RAFEHRRERAHNE S RIBEH

the consolidated statement of B
financial position 37,337 45,226
Cash balance classified as held-for-sale #{EH &8 & 4568 (H1:76)
(note 6) — 42
Cash and cash equivalents as LR & RIREEEY
stated above 37,337 45,268
41 Annual Report 201344
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

for the year ended 31 December 2013

GAMNEDE

B Z20134 12531 HIFF/F

Equity attributable to owners of the Company

FATMANEEES
Proposed

Share Share  Capital  Merger Translation final Retained Total

capital premium* reserve* reserve*  reserve* dividend  profits* equity

Ffp [}z & #E B RE &4

KA E fihtE -1 e KRS il o

HK$000  HKS000  HK$000 HK$'000  HKS000  HK$000 HK$000  HKS'000

FEr  TEr  TEr  TEr FEr  FEr  FEr FEr

At 1 January 2012 7201251618 15,000 6,937 155 1,033 429 3,000 31,882 58,436

2011 final dividend paid (note 72) B0 ERBRE (HH12) - - - - - (3,000) - (3,000)

Transaction with owners BEREEANRS - - - - - (3,000) - (3,000)

Profit for the year FRRF - - - - - - 2,307 2,307

Other comprehensive income: Hp2mEas
Exchange differences arising on FEBIEBEEZ

tranglation of foreign operations ERES - - - - 63 - - 63

Total comprehensive income for the year ~ FRZE YA - - - - 63 - 2,307 2,370
At 31 December 2012 and "2012F12A318 &

1 January 2013 20131818 15,000 6,937 155 1,033 492 - 34,189 57,806
Special dividend (note 12) KRIRE (Hz12) - = - - = - (195000  (19,500)
Transaction with owners BEREANRS - - - - - — (195000  (19,500)
Profit for the year FRRF - - - - - — 15564 15564
Other comprehensive income: Hit 2 EE :

Exchange differences arising on FERNEBEEZ

translation of foreign operations EXER - - - - 85 - - 85
Total comprehensive income for the year — FRZE YA - - - - 85 — 15564 15649
At 31 December 2013 2013%12A318 15,000 6,937 155 1,033 577 — 30,253 53,955

* The total of these balances represented “Reserves” in the consolidated statements of *
financial position as at 31 December 2013 and 2012.

R2013F K% 2012412 A31 B » W EABRNBEBEIRGRE

BB R A M o
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Powerwell Pacific Holdings Limited

NOTES TO THE FINANCIAL
STATEMENTS

for the year ended 31 December 2013

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 activity of the Company’s subsidiaries (together with the
Company referred to as the “Group”) is the provision of sourcing
and procurement solutions to customers for production of watches,
costume jewelries, and display and packaging products (the
“Sourcing Business”), as well as the design, manufacture and
distribution of watches of the Group’s own brands of the watches
in the People’s Republic of China (the “PRC Watch Business”).

The directors of the Company consider the ultimate parent company
of the Group as at 31 December 2013 to be Data Champion
Limited, a company incorporated in the British Virgin Islands.

The financial statements on pages 37 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 2013

were approved for issue by the board of directors on 25 March
2014.
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2. ADOPTION OF NEW/REVISED HKFRSs

(a)

New/Revised HKFRSs — effective 1 January 2013

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

beginning on 1 January 2013:

HKFRSs (Amendments) Annual Improvements 2009-2011
Cycle

Presentation of Items of Other
Comprehensive Income

Amendments to HKAS 1

(Revised)
Amendments to HKFRS 7 Offsetting Financial Assets and

Financial Liabilities

HKFRS 10 Consolidated Financial Statements

HKFRS 12 Disclosure of Interests in Other
Entities

HKFRS 13 Fair Value Measurement

HKAS 27 (2011)

Separate Financial Statements

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
presented except as follows:

Amendments to HKAS 1 (Revised) Presentation of
Financial Statements — Presentation of Iltems of Other
Comprehensive Income

The amendments to HKAS 1 require entities to present the
items of other comprehensive income that would be
reclassified to profit or loss in the future if certain conditions
are met separately from those that would never be reclassified
to profit or loss. The Group’s presentation of other
comprehensive income in these financial statements has been
modified accordingly.
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2. ADOPTION OF NEW/REVISED HKFRSs (Continued)

(a)

(b)

Annual Report 20134 f

New/Revised HKFRSs — effective 1 January 2013
(Continued)
HKFRS 10 Consolidated Financial Statements

HKFRS 10 replaces the requirements in HKAS 27
Consolidated and Separate Financial Statements relating to
the preparation of consolidated financial statements and HK-
SIC 12 Consolidation — Special Purpose Entities. It
introduces a single control model to determine whether an
investee should be consolidated, by focusing on whether the
entity has power over the investee, exposure or rights to
variable returns from its involvement with the investee and the
ability to use its power to affect the amount of those returns.
The Group has changed its accounting policy in determining
whether it has control of an investee and therefore is required
to consolidate that investee. The adoption does not change
any of the control conclusion reached by the Group in
respect of its involvement with other entities as at 1 January
2018.

HKFRS 12 Disclosure of Interests in Other Entities

HKFRS 12 integrates and makes consistent the disclosure
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. This new standard affects only disclosure, there
is no effect on the Group’s financial position and
performance. The adoption of this new standard does not
result in additional disclosures.

New/Revised HKFRSs that have been issued and
have been early adopted

Amendments to HKAS 36 Recoverable Amount
Disclosures for Non-Financial Assets

The amendments limit the requirements to disclose the
recoverable amount of an asset or cash generating unit
(“CGU") to those periods in which an impairment loss has
been recognised or reversed, and expand the disclosures
where the recoverable amount of impaired assets or CGUs
has been determined based on fair value less costs of
disposal. The amendments are effective for annual periods
commencing on or after 1 January 2014. The Group has
early adopted the amendments to HKAS 36 in the current
period. The disclosures about the impairment of property,
plant and equipment in note 15, goodwill in note 16 and
other intangible assets in note 17 have been modified
accordingly.
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2. ADOPTION OF NEW/REVISED HKFRSs (Continued)

(c)

New/Revised HKFRSs — issued but are not yet
effective

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.

Amendments to HKAS 32 Offsetting Financial Assets and
Financial Liabilities'

HKFRS 9 Financial Instruments

HKFRSs (Amendments) Annual Improvements 2010-2012

Cycle®

Annual Improvements 2011-2013
Cycle?

HKFRSs (Amendments)

i Effective for annual periods beginning on or after 1 January 2014
2 Effective for annual periods beginning on or after 1 July 2014

8 Effective for annual periods beginning, or transactions occurring, on or
after 1 July 2014

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

Amendments to HKAS 32 Offsetting Financial Assets and
Financial Liabilities

The amendments clarify the offsetting requirements by adding
appliance guidance to HKAS 32 which clarifies when an entity
“currently has a legally enforceable right to set off” and when
a gross settlement mechanism is considered equivalent to net
settlement.

HKFRS 9 Financial Instruments

Under HKFRS 9, financial assets are classified into financial
assets measured at fair value or at amortised cost depending
on the entity’s business model for managing the financial
assets and the contractual cash flow characteristics of the
financial assets. Fair value gains or losses will be recognised
in profit or loss except for those non-trade equity investments,
which the entity will have a choice to recognise the gains and
losses in other comprehensive income. HKFRS 9 carries
forward the recognition, classification and measurement
requirements for financial liabilities from HKAS 39, except for
financial liabilities that are designated at fair value through
profit or loss, where the amount of change in fair value
attributable to change in credit risk of that liability is
recognised in other comprehensive income unless that would
create or enlarge an accounting mismatch. In addition,
HKFRS 9 retains the requirements in HKAS 39 for
derecognition of financial assets and financial liabilities. In
December 2013, the HKICPA removed 1 January 2015
effective date for HKFRS 9.

The directors so far concluded that the application of these
new standards and amendments will have no material impact
on the Group’s financial statements.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1

3.2

Annual Report 20134 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 int