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Zig X ExEEER AT Powerwell Pacific Holdings Limited

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

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

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

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

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

CHAIRMAN’S STATEMENT

Dear Shareholders,

On behalf of the board of directors (the “Board”) of Powerwell Pacific
Holdings Limited (the “Company”), | am pleased to present to you the
annual report of the Company and its subsidiaries (collectively referred
to as the “Group”) for the financial year ended 31 December 2011 (the
“Year”).

Business Review

Sourcing Business

The year of 2011 was quite challenging despite financial crises
tumbling in the United States of America (“USA”) and Europe and the
earthquake in Japan at the beginning of the year. With the support
and coordinated effort, the Group managed to gain continuous
growth, particularly in watches and costume jewelries products, from
our customers and end customers in its Sourcing Business. Working
closely with our branded customers and to cater for their growing
needs under the global geographical challenges, our stringent control
and flexible efficient management have allowed us to deliver quality
and reliable products.

The Group foresaw the revenue from display and packaging products
would decrease owing to some our branded customers were
rephrasing their display programme in 2011, and launching display
programme in the coming year. In order to maintain the growth, we
hence embarked on new businesses with other international brands.

PRC Watch Business

We have achieved growth in revenue during the Year in our PRC
Watch Business. It is our mission to refine the performance of sales
points with our high sensitivity towards the demands in the PRC
domestic market.
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Powerwell Pacific Holdings Limited

CHAIRMAN’S STATEMENT

Our distribution channels were strengthened by successfully developing
new businesses with bulk purchase customers, export sales and
e-commerce sales. Meanwhile, we have since established new
strategic markets in Beijing, Shanghai, Hunan, Anhui and Jiangxi. As
at 31 December 2011, we managed a sales network of
approximately 100 sales points across the PRC. To further enhance
and expedite our market penetration, we have developed distribution
channels with more than 20 new wholesalers, covering geographic
areas which we do not operate our own outlets. In all, we have
around 140 distribution outlets in over 30 provinces. We have
participated in the 22nd China Watch and Clock Fair held in Shenzhen
in order to enhance the brand awareness of our watches and to
further expand our sales network. To be in pace with market needs,
we have launched approximately 50 new watch styles under nine
different series to cater for diversified demands from the market in
2012,

Prospects

The Group is committed to provide our customers with comprehensive
product solutions by strengthening our product design and
development capability, improvement in quality and efficiency
management of our contracted manufacturers, enhancing product
quality and reliability and maintaining precise delivery to support our
customers’ business. Moreover, we are confident that we can closely
monitor our internal resources to take advantage of new opportunities
and developments and will remain focused to improve our operational
efficiencies.

Looking forward, the Group will remain committed to develop our
core Sourcing Business. We shall refine our distribution networks and
further develop and manage our sales networks in a systematic way
for the PRC Watch Business. We would proactively make substantial
progress in growth and strive for potential business opportunities to
synergize our existing business and product lines.
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

CHAIRMAN’S STATEMENT

Appreciation

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

Liu Tin Chak, Arnold
Chairman

Hong Kong, 9 March 2012
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Powerwell Pacific Holdings Limited ZigAEF¥EBERAR

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Summary

IR am M oA

Year ended 31 December

HE12A31HLLEE
2011 2010 2009 2008
20114E 20104 20094 20084
HK$’000 HK$'000 HK$’000 HK$’000
F#T FETT FEIT FEIT
Revenue WA 240,249 208,195 164,511 199,128
Profit before income tax R BT 1S 8 A a ) 14,466 11,751 20,795 13,611
Profit for the year F R H| 10,398 7,889 17,566 11,388
As at 31 December
®12H31H
2011 2010 2009 2008
20114E 20104 20094 20084
HK$°000 HK$’000 HK$'000 HK$’000
F#T FEIT FET FEIT
Total assets BEE 116,172 102,419 59,504 70,508
Total liabilities wafE (57,736) (72,042) (22,689) (32,820)
Total equity B 58,436 30,377 36,815 37,688
Financial Review Bt FZEEE

The Group continued the positive trend at the begining of the Year
and is pleased to announce a profit attributable to owners of the
Company of approximately HK$10.3 million for the Year, representing
a year-on-year increase of approximately HK$2.7 milion or 37.4%
compared to approximately HK$7.6 million for year ended 31
December 2010 (“Previous Year”).

Revenue

Barring global market instability and uncertainty, the Group’s growth
momentum is carried forward from Previous Year to the Year. The
Group reported a total revenue of approximately HK$240.2 million
(2010: approximately HK$208.2 million) and recorded a year-on-year
increase of approximately HK$32.0 million or 15.4% from the Previous
Year.

Revenue mainly came from the Sourcing Business of approximately
HK$220.3 million, representing approximately 91.7% of total revenue.
They rose approximately 10.0% or HK$20.0 million from approximately
HK$200.3 million.
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Sourcing of watches generated the largest revenue to the Group of
approximately HK$134.4 million, recorded year-on-year increase of
approximately HK$28.4 million or 26.8% compared to approximately
HK$106.0 million Previous Year. Revenue from sourcing of costume
jewelries representing approximately 11.1% of Group revenue, which
was fairly consistent with Previous Year. It delivered a strong
performance with sales of approximately HK$26.6 million, an
improvement of approximately 15.5% or HK$3.6 million over than the
Previous Year.

Display and packaging products sourcing contributed revenue of
approximately HK$59.3 million, a reduction of approximately HK$12.0
million or 16.8% from approximately HK$71.3 million in the Previous
Year. Similar to Previous Year, we managed to ride the storm
cautiously and adopted appropriate strategies in a timely manner.

Started in 2010, the performance of PRC Watch Business is
encouraging. Revenue leapt more than double to approximately
HK$19.9 milion from approximately HK$7.9 million, representing
approximately 8.3% of the Group revenue. To cater for sustainable
growth, and maximize and expedite the market penetration, Shenzhen
Tianhaiba Watches Company Limited (“Tianhaiba”) continued to
develop channels of distribution by refining current sales outlets,
developing networks in second- and third- tier cities, and extending its
distribution to wholesalers and independent watch retailers.

Cost of sales and gross profit

Cost of sales of the Group increased by approximately 14.6% from
approximately HK$160.4 million for the Previous Year to approximately
HK$183.8 million for the Year.

The overall gross profit of the Group increased from approximately
HK$47.8 million for Previous Year to approximately HK$56.4 million
for the Year, representing an increase of approximately 17.9%. The
gross profit of the Sourcing Business rose by approximately HK$4.1
million to approximately HK$47.9 milion (2010: approximately HK$43.8
million). Gross profit margin of the Sourcing Business was
approximately 21.8%, slightly decrease from approximately 21.9% of
the Previous Year, primarily due to increase in cost of raw materials
from the increase in prices charged by our contracted manufacturers.
The PRC Watch Business contributed additional gross profit of
approximately HK$4.5 million with gross profit margin of approximately
42.5% to the Group.

ERETHRAN

EFRERESEBALAEETREZHRA
WE14ABEEBTL  RE—FENH106.08
EATHBRFERPN28.4BEB TR
26.8% ° KA ANEHKEERESEHURAL
REBFBWRAL11.1% @ B F—FFAXBHER -
ZEBRARY) - HEBELIE66EEBL
85— F I IN415.5%3.6 A &/ETT °

PR3 B R ERE S EBERANBAL A59.3
BEET BE—FEH7T1.35EB7L KLY
12.0B88870816.8% - —WEF - AEEH
EIEFELE S - W RS REUEE R -

PESBERESR 2010 FHE » iE— B35 -
HERABRO7IOBEB TS BA—BEY
199 8B  (EREEIKALB3% - BEIR
AFEEE  UREARIRATSEESEE R
JIMREHERERAR(REH ) EEER
DIHRE BRERREESE/LE R
TR AL - AR o SIS IR R R
MBS EHRTER -

HERERER
AKRERNHERAH L—FEN1604BEE
TLETH14.6% 2 RFEL1838EE BT °

REBENEEEF R F—FEH478885 T
ENEARFELNS6.4ABEBT  BIFLY
17.9% - ERESEFENENN41BTEET
EHATOABBT(2010F : 4943.8BEE
70) c MERESEBHENEL21.8% @ BIK
RE—FE#H21.9%  HTEHRRIAER
B BRI A0 » SIBURBEA LR - P EIEE
EEBAREBAERIEINEFNIBEET
EFNELA2.5% °

Annual Report 20114F

8



9

Powerwell Pacific Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Expenses

Selling and distribution costs for the Year decreased by approximately
HK$1.2 million, which was mainly as a result of one-off advertising
expenses relating to television advertisement in Previous Year
offsetting by additional employee benefit expenses incurred for the
expansion of PRC Watch Business during the Year.

Administrative and other operating expenses for the Year were
approximately HK$33.5 million (2010: approximately HK$27.0 million),
an increase of approximately HK$6.5 million from the Previous Year,
primarily due to the increase in employee benefit expenses and
professional fees after the listing of the Company on 26 January 2011
(the “Listing”).

Liquidity, Financial Resources and Capital Structure

The Group generally finances its daily operations from internally
generated cash flows and banking facilities. As at 31 December 2011,
the Group had bank balances and cash of approximately HK$41.2
million (2010: approximately HK$28.3 million) and short-term
borrowings of approximately HK$9.2 milion (2010: Nil). The gearing
ratio representing the ratio of total borrowings to the total assets of
the Group was approximately 7.9% as at 31 December 2011 (2010:
N/A). Taking into account cash and other current assets of
approximately HK$101.0 million as at 31 December 2011, and the
unused facilities, the Group has sufficient financial resources to satisfy
its working capital requirement and to achieve its business objectives.

Charges on Assets
As at 31 December 2011, 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.
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Contingent Liabilities and Capital Commitment
As at 31 December 2011, 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

Save for those disclosed in this report, there were no significant
investments held as at 31 December 2011, nor were there material
acquisitions and disposals of subsidiaries during the Year. There is no
plan for material investments or capital assets as at the date of this
report.

Dividends

The Directors declared a final dividend of HK2.0 cents per share for
the Year payable on or about 25 May 2012, Friday to shareholders
whose name appear on the register of members of the Company as
at the close of business on 17 May 2012, Thursday.

Employees and Remuneration Policies

The Group had 271 (2010: 247) 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.

IR am M oA

HARBBERERRIE
R2011F12A31H » AEBWETAEALA
BB E HEIE o

FiEXRE MEASMNEXKBREEL
BARREXIRENEFAEE

BRARETI T AN - FA2011F12 431 HI &
BEEREE TRNENBAFTMNEANWE
MHE - RARERE  TEFESEAKIREL
BEREEREETE -

45N

BEREMAN2012F5 817 H(2HM) L8
i) 4 SR B 22 51 AN ) B 3R 4 I A AR SRR - AR 4R
EZREABRE SR 2.08 - REARE R 2012
F5H258 (28R ) KAIES A -

EERHMBIR

RAEFEFRE - NEEBF 2714 (2010F ¢
247 %) RE - AEBMFHIERFTERITHIES
B - WIREENEENRE « BEERERM
ETE -

BPAREEEEYRIFERNERN 13
BREEREESRFINFHES  BEHF
& AR R BB RANERRKEE
RN - ANEBZ AR -

Annual Report 20114k

10



Powerwell Pacific Holdings Limited ZigAEF¥EBERAR

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

Comparison of Business Objectives with Actual Business %¥F5EEHEERRERERMILE

Progress

An analysis comparing the business objectives as set out in the AR HEIA2010F12 208 HBRER(HE
Prospectus of the Company dated 29 December 2010 (the MRERFH2010F12 821 B (ENRBEILAT
“Prospectus”) for the period from 21 December 2010, being the latest FREMZEATEH(&EAIITHH ) ZE 2011
practicable date as defined in the Prospectus (“LPD”) to 31 December £ 12 A 31 HHIM ((HERIH £ B2 EAE
2011 (the “Review Period”) with the Group’s actual business progress  EEE2011F12 831 H IFHERESERL

up to 31 December 2011 is set out below: BOMESINT -

Business objectives Actual business progress up to ERPMEEEE  HE20115F12A3181E
for the Review 31 December 2011 HERERER
Period

Sourcing Business BRESLR

Strengthen our current Regular emails and visits had been HARBEMNERE HMELHHEERKT
Sourcing Business arranged in due course by the sales SEBEN BRLASE FBf (B 4R 0
capabilities teams to strengthen the networking with HFHREREP U=

existing customers. ESHE AL
Developed design on new product series. BPEAERTE®D
ES7I
The Group’s websites were updated BMEREFAEBEE
regularly with the latest information. U B ETER ©

Cross-selling of our We attended Hong Kong International #7773 X i BM2MERBERIKE
products and Jewellery Show 2011, Hong Kong Gifts % ERER 2011 - FERMK
broadening our client & Premium Fair, and Basel World 2011, A #4an E N Basel  World
bases Hong Kong Watch & Clock 2011, Asia’s 2011 AR EBERER

Fashion Jewellery & Accessories Fair, B2011 « S5l HE
Hong Kong Jewellery & Gem Fair, and IR ESZ - &
Cosmoprof. BHREEMREER

FTRABRETR -

Carried out evaluation on current product BMEFEREERR
range and mix. HRAEE -
Enhancing our level of Evaluated and maintained appropriate level 2 EF&EKF HMEEREREE
inventory of plastic raw materials and watch BRBRM RS ET
movements. R
11 Annual Report 201144




R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Business objectives
for the Review
Period

PRC Watch Business

Expanding our PRC
Watch Business

Enhancing brand equity
of Tianba in the PRC

Actual business progress up to
31 December 2011

Launched new models to enrich product
range and drive sales performance.

Reviewed the sales performance of sales
points in order to enhance the
profitability of the sales points.

We had successfully developed new
distribution channels, including
wholesales, export sales and
e-commerce to overseas and local
customers which improved our sales
effectiveness and penetration as a
whole.

Launched new counter design, display
items and light box advertising in major
shopping malls to enhance brand
image.

Launched promotional campaigns for
occasions and festivals during Lunar
New Year, Women’s Day, and etc.

Placed advertisements on () the billooards
outside target shopping malls, such as
Nanjing Central Shopping Mall, (i)
watches magazines, such as “Moment”,
and “Watch & Clock”, and (iii)
ChinaWatchNet.com and our official
website.

We held roadshows in various cities,
namely, Nanjing, Harbin, Chengdu and
Chengsha.
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MANAGEMENT DISCUSSION AND ANALYSIS

Use of Proceeds

The net proceeds from the issue of new shares of the Company
under the placing as set out in the Prospectus were approximately
HK$17.5 million, which was different from the estimated net proceeds
of approximately HK$24.1 million (estimated on the assumption that
the placing price would be the mid-point of the stated range as
stated in the Prospectus). We intend to adjust the use of proceeds in
the same manner and in the same proportion as shown in the
Prospectus, and approximately HK$10.2 milion, HK$5.8 milion and
HK$1.5 million were adjusted for the corporate expansion of the
Group, the expansion of the PRC Watch Business and general
working capital respectively for the Review Period. As at the date of
this report, we do not anticipate any change to the plan. During the
Review Period, the Group has applied the net proceeds as follows:

IR am M oA
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BHBRIEFEAOA17TSBEBT AR
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MR LI ARG RIERE - A RNEHE
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Adjusted use of
proceeds in the
same manner
and proportion

as stated in
the Prospectus Actual usage

REBEERFR

EHERE AR KL B

AEPBRIE
Jick=s BERHE
HK$’million HK$’ million
B &ET B &ET
Sourcing Business BRES 5.9 5.9
PRC Watch Business Hh B S SR S 7S 3.2 3.1
General working capital —REEED 0.8 0.8
9.9 9.8

The remaining unused net proceeds as at 31 December 2011 have

been placed as interest bearing deposits with licensed bank in Hong
Kong and will be used as intended and as stated in the Prospectus.
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

CORPORATE GOVERNANCE REPORT

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

Corporate Governance Practices

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

The Company adopted the provisions of Appendix 15 Code on
Corporate Governance Practices of the GEM Listing Rules as its own
code (the “CG Code”) effective from the Listing and had complied
with the CG Code since then and through out the Year.

Directors Securities Transactions

The Company adopted the Model Code on terms no less exacting
than the required standard of dealings set out in Rule 5.46 to 5.67 of
the GEM Listing Rules effective from the Listing. On specific enquiry
made, all the Directors have confirmed compliance with the Model
Code since its effective date and through out 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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CORPORATE GOVERNANCE REPORT

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

As identified above, the roles of Board chairman and chief executive
officer 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. The functions
of the 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.

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.

Confirmation of Independence

Each of the 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 the independent
non-executive Directors were independent during the Year.
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

CORPORATE GOVERNANCE REPORT

Board Meetings Held and Attendance

The CG Code requires regular meeting of the Board be held at least
four times a year at approximately quarterly intervals. Five meetings of
the Board were held during the Year and the attendance by individual
Director is set out below.

Executive Directors BiTES

Liu Tin Chak, Arnold BRE

Lam Chi Wai, Peter &R

Wong Yu Man, Elias A

Yang Yijun B—=
Independent Non-executive Directors BIIERITES
Cheung Chi Man, Dennis RN

Lui Tai Lok BREE

Yip Kwok Kwan HEY

Remuneration Committee

The Company established a remuneration committee (“Remuneration
Committee”) on 22 December 2010 with written terms of reference
effective from the Listing. The Remuneration Committee is currently
composed of the three independent non-executive Directors and
chaired by Mr. Yip Kwok Kwan. The primary duties of the
Remuneration Committee are to make recommendations to the Board
on the remuneration of Directors and determine on behalf of the
Board specific employment terms and conditions of Directors. The
terms of reference of the Remuneration Committee are in conformity
with the requirements of the CG Code.

ERTHESETETARMFERER
CEEATIREEFEATFROBITOER
EHEE  KRNEBFBET R - BEFERLAHF
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Number of meetings attended/
held during the Year

FRlE BTHEREE

5/5
5/5
5/5
5/5

5/5
5/5
5/5

FNESE
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CORPORATE GOVERNANCE REPORT

The Remuneration Committee has held one meeting during the Year
to review the remuneration package of the Directors and senior
management. The attendance by individual committee member is set
out below.

FNEEeRNAFERITREHE  UWRHE
ENEREEABNTHES - @ARZENH
BIERIT o

Number of meetings attended/
held during the Year

FERHE BITHEERE
Independent Non-executive Directors BIIERITESE
Yip Kwok Kwan (Committee Chairman) BRI (ZE2FE) 11
Cheung Chi Man, Dennis R 1/1
Lui Tai Lok ZPAE 1/1
Audit Committee BEESE

The Company established an audit committee (“Audit Committee”) on
22 December 2010 with written terms of reference that are in
conformity of the requirements of the CG Code. 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;

(o)  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.

The Audit Committee has held four meetings during the Year and the
attendance by individual committee member is set out below.
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HRFERSE - URETEER - Al
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Number of meetings attended/
held during the Year

FRHE BTG HREE
Independent Non-executive Directors BIFEPITES
Cheung Chi Man, Dennis (Committee Chairman) REX(ZEE2EE) 4/4
Lui Tai Lok EPN S 4/4
Yip Kwok Kwan B 4/4
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CORPORATE GOVERNANCE REPORT

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

During the Year, the Audit Committee had reviewed the Group’s
quarterly and interim financial statements, met with the external
auditor, reviewed the external auditor's management letter and audit
findings, and discussed with the Board about re-appointment of the
external auditor and the progress of internal control review performed
by an external advisor.

Nomination Committee

The Company established a nomination committee (“Nomination
Committee”) on 4 August 2011 with terms of reference that are in
conformity with the requirements of the CG Code. The Nomination
Committee is currently composed of executive Director Mr. Liu Tin
Chak, Arnold, and the three independent non-executive Directors and
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 to make recommendations to the Board
on the appointment or re-appointment of Directors and succession
planning for Directors.

The Nomination Committee did not hold any meeting during the Year.
One meeting was held after the Year to review the composition of the
Board and the suitability of Directors proposed for re-appointment at
the Company’s annual general meeting.

Internal Control

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

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

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

Auditor’s Remuneration

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

Financial Reporting

The Directors acknowledge their responsibility for preparation of the
Group’s financial statements to give a true and fair view. The
responsibilities of auditor in respect of the financial statements are set
out in the report of the auditor forming part of this Annual Report.
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DIRECTORS AND SENIOR
MANAGEMENT

Directors

Executive Directors

Liu Tin Chak, Arnold (BXi#), aged 59, 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 52, is an executive Director
appointed on 9 July 2010. He is also known as Lam Chi Wai Michael.
He founded the Group in 1995 and is now the Group’s Chief
Executive Officer — Hong Kong Operation and a director of all of our
subsidiaries except Tianhaiba. He is responsible for the overall sales
and marketing of our Group. Mr. Lam started to be involved in the
timepiece industry in 1989 as project manager with a watch company
before founding the Group and has accumulated over 15 years of
experience in sales and marketing since then. Mr. Lam holds a
Bachelor of Business Administration degree from Hong Kong Shue
Yan University and a Master of Science degree in Marketing from
Edinburgh Napier University. He is currently a member of the
Chartered Institute of Marketing.

Wong Yu Man, Elias(&i#3L), aged 46, 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.

S

WITES

BXE 595 - 1201067 A9REZ EAHIT
BEREFSIE - WN2010F12A22R%ZE
TARRARMERTT  RAARAIREES
BHKE o A 1995 FAIP R MARES - TR
BHEHBAR(KEBHRINHES - BEAR
EENMEREBEE TIE - thHd 2002 FES
BRI RSB THERELTEMN - BAER—
AR BERRRITRIE M 16 FERITLAER - ftb
& ¥={TWatary International Holdings Limited#y
EEREFE  WEBREARAKREGFER)E
RARKMBARMNES RALIE - thRR
7 - BEFRERRENCHREAEENERER
BEREEEE -

HEE - 5258 0 20107 A9REZ T AT
EE - R 1995 FRIAL®  BAAEEN
BEBEBTREZEERBMSHB AR (XK EH
BINKES BEAREEMBEHE RTIGH
B IAE o AN 1989 F 1 B RS E11T - KAl
PAE B IA—EEE A REETEE IR
BULTEE 15 FHE RTISHRELR - Mtk
EBBCABTIHERSLBURE T Bl
25 K2 (Edinburgh Napier University) 71352238
Bl LE  BARBRBAMEEENESE -

HiGIL o 4657 - 201057 A9BER T AT
BE o R 1995 FRIPALEE - AAAR=
MBARMES  AEAEEMEEERE -
KRERRIBERZFTRARTIE - HEER
TR0 F E Mkt KBS o b 1084515
BETE ALETRZMNEERESYN
~E - BEEEESEITEE - ERINERET
MRS EE R MR AT P B o b EL18 A 1905 4F
B ARER - FHAEN 1900 FIEEEF T
BT GREE B EEHE B (ZEF)) & (5

2=\ 5
ﬁ)ﬁiﬁf% °

Annual Report 20114F

20



21

Powerwell Pacific Holdings Limited

DIRECTORS AND SENIOR
MANAGEMENT

Yang Yijun (#5—E), aged 41, is an executive Director appointed on
17 September 2010. He joined our Group in 2010 and is the Group’s
Chief Executive Officer — PRC Operation and the legal representative
of Tianhaiba. He is responsible for the overall management of our
PRC watch business, including the supervision of assembly process
and the sales and marketing of Tianba and Harpo watches. Mr. Yang
was employed as production managers, general manager by various
watch companies in Shenzhen during the period from 1989 to 2004.
He was the general manager of one of the Group’s contract
manufacturer for watches, where he was primarily responsible for
supervising its overall production process as well as the strategic
planning since 2005. He is a standing committee member of the
Shenzhen Watch & Clock Association CRYITHiERITE RS ) .

Independent Non-executive Directors

Cheung Chi Man, Dennis (5R&3), aged 44, is an independent
non-executive Director and he joined the Group in 2010. He is an
executive director, the chief financial officer and company secretary of
Mongolia Investment Group Limited (stock code 402). Mr. Cheung has
over 17 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
member of the Hong Kong Institute of Certified Public Accountants,
Australian Society of Certified Practicing Accountants and 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 53, 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 (1), aged 62, is an independent nonexecutive
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 nonexecutive 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 46, 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 (FE{&#£), aged 49, 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

Cheng Man Wah (B83CEE), aged 30, is the financial controller of our
Company. Mr. Cheng holds a Bachelor of Arts degree in Accountancy
from the Hong Kong Polytechnic University and has over 8 years of
experience in finance, accounting and auditing. He worked for Golden
Resources Development International Limited (stock code 0677) and
PricewaterhouseCoopers. He is a Certified Public Accountant and an
accountant ambassador of the Hong Kong Institute of Certified Public
Accountants, a member of the Association of Chartered Certified
Accountants and the Chartered Management Institute, an associate of
the Taxation Institute of Hong Kong and the Hong Kong Institute of
Directors, an ordinary member of the Hong Kong Securities Institute,
and a full member of the Hong Kong Management Association. He
joined our Group in January 2010 and is responsible for our overall
financial management.

Lee Ka Ho(ZFERE), aged 31, is the accounting manager of our
Group. He joined our Group in June 2010 and is responsible for
overseeing the accounting operations in both Hong Kong and the
PRC and consolidated financial reportings of our Group. Mr. Lee is a
member of the Association of Chartered Certified Accountants. He
has over 7 years of experience in accounting and auditing for Hong
Kong listed companies and PRC companies and he worked in an
international audit firm prior to joining our Group. Mr. Lee graduated
from the Hong Kong Polytechnic University with major in Accounting
in 2004.

Yang Meng (#5%E), aged 49, is the Chief Operation Officer of
Tianhaiba and PRC business development consultant. He joined
Tianhiaba in May 2011 and is responsible for the development and
management of our PRC business as well as the strategic planning of
Tianhaiba. Mr Yang has over 15 years of experience in sales of
consumer products in various industries, including watches, cosmetics,
beverages and catering. He obtained an executive master of business
administration degree (“EMBA”) from Graduate School at Shenzhen of
Tsinghua University in 2008.

Wu Yan (%), aged 45, 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 &2
REEEHK (Tianjin 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 BRI CRIND AR DT (Yi
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 (E&EI%8), aged 45, 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 A& ™
EEERIFE (Jurong Wireless Electronic Accessories Factory) and 4]

AMEBHEARBAT (the People’s Government of Guo Zhuang Village,
Jurong City?).

Company Secretary

Chan Sun Kwong (BRE), aged 45, 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

Mr. 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.

An interim dividend of HK$1.5 milion was paid during the Year. The
Directors recommend the payment of a final dividend of HK 2.0 cents
per share, totalling HK$3.0 million, in respect of the Year.

Closure of Register of Members

To ascertain shareholders’ entitlement to the proposed final dividend,
the register of members will be closed from 14 May 2012, Monday to
17 May 2012, Thursday (both days inclusive), during which period no
transfer of shares of the Company will be registered. In order to
qualify for the proposed final dividend, all transfers of shares of the
Company accompanied by the relevant share certificates and the
appropriate transfer forms must be lodged with the Company’s branch
share registrar in Hong Kong, Tricor Investor Services Limited, at 26th
Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong
for registration not later than 4:30 p.m. on Friday, 11 May 2012.

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.
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Reserves fttE

Details of the movements in reserves of the Group and the Company HBRIAERE N AR FHERFERNNEEFES
during the Year are set out in note 25 to the consolidated financial — W4R& B FERE M FE25 »

statements.

Distributable Reserves of the Company ¥ NS EIR 35 P

At 31 December 2011, the Company’s reserves available for cash #2011 12 A31 B » "R A AMHEIRE 5K
distribution and/or distribution in specie amounted to approximately K B IRFHEE S ELA30.3BEBTT
HK$30.3 million, as computed in accordance with the Companies Act  ZREESEIIRIE B RE1981F R alEtE -
1981 of Bermuda.

Major Customers and Suppliers ETEERRMERS

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 ENEBHBEAED LT ¢

respectively during the financial year is as follows:

Sales Purchases

HE g

The largest customer SN 58.9% N/AT i
Five largest customers in aggregate AREFART 84.9% N/AT i R
The largest supplier BAHER N/AT i 19.0%
Five largest suppliers in aggregate ARBEEEFT N/AT 3 FR 49.8%

Mr. Yang Yiun, an executive Director, has interest in Shenzhen HiTE IS —FLAFYIBEE R E AR
Longgang District Henggang Town Xunlong Metal Processing Factory &N TR ([HRER ) HEEER - M AASE
(“Xunlong Factory”), which is one of the Group’s five largest suppliers BEAFE R AHERE 2 — - B REEAERNH
for the Year. Details of transactions with Xunlong Factory are disclosed 518 @ B 2HARE[BBER S |—& -
under the section headed “Connected Transactions” of this report.

Save as aforesaid, at no time during the Year have the Directors, their ~ BAIHESN - RE S - MIFIRIEEE A ST AE
associates or any shareholder of the Company (which to the EEFTEIZEA AQFIILABIB5%8 A A FIILER
knowledge of the directors owns more than 5% of the Company’s RERBEEAZEETERF MEEFNIM
share capital) had any interest in these major customers and suppliers. 1z ©
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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, Lui Tai Lok, and Yip Kwok Kwan 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 the
Remuneration Committee on the basis of their merit, qualifications and
competence.

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

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

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

Details of the emoluments of the Directors, senior management and
five individuals with highest emoluments are set out in note 14 to the
consolidated financial statements.
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Directors’ Interests in Contracts

Save as disclosed in the section “Connection Transactions” of this
report and in note 28 to the financial statements, no contracts of
significance to which the Company, its holding company, subsidiaries
or any of its fellow subsidiaries was a party and in which a Director of
the Company had a material interest, whether directly or indirectly,
subsisted at the end of the Year or at any time during the Year.

Directors’ Interest in Competing Business

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 has entered into a service contract
with our Company for a term of three years from the Listing with
monthly remuneration at the rate of HK$80,000. Under the service
contracts, after each completed year of service, they will each be
entitted to payment of a sum equal to a month’s salary and a
discretionary bonus.

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

None of the Directors has a service contract which is not determinable
by the Company within one year without payment of compensation
(other than statutory compensation).
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Directors’ and Chief Executives’ Interests and Short EERRE{TEASN AL ST (EaHEE
Positions in Shares, Underlying Shares and Debentures kEI&{ - HEARS RESHES RS
of the Company or any Associated Corporation

As at the date of this report, the interests of the Directors and their ~ RZAIRE BEf @ AR BRI B 5 M E IEF]
associates in the shares, underlying shares and debentures of the 5352 &FE M ERMATEEE @ HIEARF K
Company and its associated corporations, as recorded in the register Bt FTRIE AN RIE BEITEER HHIZEST
maintained by the Company pursuant to Section 352 of the Securites B ([1Z%<FBI| ) FriEs@sl - EE R E
and Futures Ordinance, or as otherwise notified to the Company and ~ ARZAR 7 KR HABESEE XD - HERMD &
the Exchange pursuant to the model code for securities transactions — EHEVHEZSANT ¢

by Directors of the Company (the “Model Code”), were as follows:

Long positions in shares of the Company REAGRBHEFE
(a)  Interest in the share of the Company @ RERERGEI R
Percentage
Capacity/Nature of Number of issued of the issued share capital of

Director interest ordinary shares held the Company

B SRt i TEERye ERATEBTRANE L

Mr. Liu Tin Chak, Armold  Corporate interest (Note) 108,000,000 72.00%

BXRE2RE NEER (M)

Note: These shares are held by an associated corporation Data Champion et - %R 4B A B Data Champion Limited
Limited. Directors’ interests in an associated corporation are as disclosed FE o EEREBOEB RN T SORE -
immediately below.

(b)  Interest in the share of an associated corporation b)  RIGELER 7 A
Name of associated corporation: Data Champion Limited 1HEE)% @ 4% - Data Champion Limited
Capacity/Nature of Number of

Director interest shares held Percentage of shareholding

B SRt Fitsiz 38 B BERES

Mr. Liu Tin Chak, Arnold  Beneficial owner 952 47.60%

BREZRE EnlEA

Mr. Lam Chi Wai, Peter Beneficial owner 476 23.80%

MEERE EnlaA

Mr. Wong Yu Man, Elias  Beneficial owner 476 23.80%

A E B=EB A
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Substantial Shareholders Interests in Shares

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

Long Positions
Ordinary shares of the Company

Capacity/Nature of

Number of issued

FEIRN I it

RAHE RS ARBRREES LB KRGIF
336 IFFEN T ERRECMBTR - B L3R
BERBETESWREDIN U TERREBA
ARBRANRAAWD EITRA P HEBIAREE

ﬁo

52
KRG EBR

Percentage of the issued share

Name of shareholder interest ordinary shares held capital of the Company

REREHE S it e TEEREE BERAFEBHITRANT S

Data Champion Limited  Beneficial owner 108,000,000 72.00%
EnlEA

Share Option Scheme ARl HERT 2l

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 period under review and there were no
outstanding share options under the Scheme as at 31 December
2011.

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.

RRARRY —IBERETE (T8 mAR
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Connected Transactions

During the Year, the Group had duly complied with the requirements
of Chapter 20 of the GEM Listing Rules. The tenancy agreement
between Tianhaiba and Shenzhen Guifeng Watch Company Limited
(“Guifeng”) and outsourcing arrangement with Guifeng constitute
related party transactions and are set out in note 28(i)(b) to the
consolidated financial statements.

Discontinued connected transactions

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

(b)  Supply arrangement with Xunlong Factory

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

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

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

Qutsourcing arrangement with Guifeng

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

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

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

Annual Caps and Actual Figures of Non-Exempted
Continuing/Discontinued Connected Transactions of the
Company

EEEWE

BERERS

BIEIE BTSN 2

R2010F 128218 « ANAREFIREI L — 748
Wik Bt - FEREERBAEE TR LD
BERE  AAEBRETERALETE  T5
201012 21 A £20129F12A31HLE ©

AEFEEBRIEEERZHNFBHNARE

=

B P EARR AR _E AR RIS 20.42(3) 1651
L EBRIEBER SR TREREEST
D RIS R ALERRE - BT ERRE
RIEERXZ LR |~ HeHEIL2BM
5IIBREVER R MR 1 o

FATRERGEHE CRILAERZ SN
FELREERNT

Annual Caps Actual Figures
for the Year for the Year

ended ended
31 December 31 December
2011 2011
#HE20115 HE2011%
12A31HILEE 12A31HILEE
By LR HERHF
HK$’000 HK$'000
FET FHT

Transactions x5
1. Tenancy agreement between Tianhaiba and Guifeng X/& % EEIEMNAS % 39 39
2. Outsourcing arrangement with Guifeng EARE I AN 2 HE 8,346 7,216
3. Supply arrangement with Xunlong Factory BT R A L 2 22,733 13,726
4. Supply arrangement with Pohint HAEE ) LBk 54,641 12,310
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The independent non-executive Directors had reviewed the aforesaid
continuing/discontinued connected transactions and confirmed that
these transactions had been entered into:

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

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

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

The Company’s auditor was engaged to report on the Group’s
continuing connected transactions 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 transactions
disclosed by the Group in pages 31 to 32 of the 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.
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Corporate Governance
A report on the principal corporate governance practices adopted by
the Company is set out on pages 14 to 19 of this report.

Interests of the Compliance Adviser

As notified by the compliance adviser of the Company, CIMB
Securities (HK) Limited (“CIMB”), as at 31 December 2011, except for
the compliance adviser agreement entered into between the Company
and the CIMB dated 3 December 2010, neither CIMB or its directors,
employees or associates had any interest in relation to the Group.

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

Auditor

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

On behalf of the Board

Liu Tin Chak, Arnold
Chairman

Hong Kong, 9 March 2012
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INDEPENDENT AUDITOR’S
REPORT

|IBDO

www.bdo.com.hk

EEE ¢ +852 2218 8288
{5H : +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 99, which comprise the
consolidated and the company statements of financial position as at
31 December 2011, 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’
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.

responsibility for the consolidated financial

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

BDO Limited, a Hong Kong limited company, is a member of BDO International Limited, a UK company limited
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 2011 and of the Group’s profit and cash flows for
the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in accordance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

BDO Limited

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

Hong Kong, 9 March 2012
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Powerwell Pacific Holdings Limited

REAFFEEBRAF

= A2\ S £
CONSOLIDATED STATEMENT OF #resmiis
for the year ended 31 December 2011 B Z20119F12H31 HIFFEZE
2011 2010
20114 20104
Notes HK$’000 HK$’000
HiaE F#ET FET
Revenue (DN 6 240,249 208,195
Cost of sales SHERAN (183,823) (160,350)
Gross profit E7 56,426 47,845
Other income Hab A 6 236 727
Selling and distribution costs $HE R SHRK AR (8,555) (9,747)
Administrative expenses TR X (33,520) (23,459)
Other operating expenses E At B 1) (3,585)
Finance costs BbE R AN 8 (120) (30)
Profit before income tax B PR 58t pu it F1 9 14,466 11,751
Income tax expense PSRRI 2 10 (4,068) (3,862)
Profit for the year SEREEF 10,398 7,889
Other comprehensive income FREMEEE
for the year
— Exchange differences arising on — MEBINEBE
translation of foreign operations FHRIEN 259 170
Total comprehensive income for FREEKESEE
the year 10,657 8,059
Profit for the year attributable to:  fERREFIFELS :
Owners of the Company Z/NEIEZ 2SN 11 10,393 7,563
Non-controlling interests FEPE IR 5 326
10,398 7,889
Total comprehensive income for FRE2EKEEE
the year attributable to: FEIEF :
Owners of the Company IN/NETE YN 10,652 7,733
Non-controlling interests Rl i a 5 326
10,657 8,059
Earnings per share for profit EAT R A\ FELR
attributable to owners of the MeEREF
Company — Basic and diluted — EXREE 13 HK 7.1 cents #fll HK 7.0 cents 71l
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

#re MR

as at 31 December 2011 2011412831 H
2011 2010
20114F 20104
Notes HK$’000 HK$’000
HiaF Fi#T FET
ASSETS AND LIABILITIES BEREBE
Non-current assets FEREEE
Property, plant and equipment M - BB K& 15 9,034 6,976
Goodwill (EES 16 230 230
Other intangible assets HinEmEEE 17 5,861 5,555
15,125 12,761
Current assets mEEE
Inventories PEASS 19 20,051 16,412
Trade receivables B S REWEIE 20 32,169 24,575
Prepayments and deposits FENRIERES 20 7,647 18,857
Prepaid tax SEANEREE] - 1,552
Cash and cash equivalents R MR SEEY 21 41,180 28,262
101,047 89,658
Current liabilities HEaE
Trade and other payables B 5 R E M FEREIE 22 46,859 68,803
Provision for income tax FTiS i # 1,685 3,239
Short-term bank borrowings HHERTTEE 23 9,192 =
57,736 72,042
Net current assets REBEEEE 43,311 17,616
Total assets less current liabilities/ #A&ERMREIERE
Net assets BEFE 58,436 30,377
EQUITY i
Share capital &7 24 15,000 10
Proposed final dividend EEARHRE 12 3,000 3,000
Other reserves H b i#E 25 40,436 27,347
Equity attributable to owners of the KARHEE AELER
Company 58,436 30,357
Non-controlling interests AT B RS - 20
Total equity ERELS 58,436 30,377

Liu Tin Chak, Arnold

EXiE
Director

EF

Lam Chi Wai, Peter
HEE

Director

EF
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Powerwell Pacific Holdings Limited

STATEMENT OF FINANCIAL

POSITION

as at 31 December 2011

REAFEEEFRAE

BRI

ASSETS AND LIABILITIES BEERER
Non-current assets FEREEE
Interests in subsidiaries LN T
Current assets mEEE
Prepayments and deposits TENFRIERIES
Dividend receivable JE U AR B,
Amounts due from subsidiaries FEUSB B A Rl TE
Bank balances and cash RITHEBR MRS
Current liabilities bt ) =R
Other payables and accruals E eI R ERT B
Amount due to a subsidiary FEfHI B A R 5RE
Net current assets RBEETEE
Net assets EEFE
EQUITY i
Share capital &N
Proposed final dividend BEARHRE
Other reserves H
Total equity LARERS
Lin Tin Chak, Arnold
BEXE
Director
EE
39 Annual Report 201143

R2011F12H31H
2011 2010
20114 20104
Notes HK$’000 HK$’000
HiaF Fi#T FET
18 30,367 30,367
20 163 =
— 3,000
18 27,493 660
21 2,320 —
29,976 3,660
22 1,654 660
18 7,934 —
9,588 660
20,388 3,000
50,755 33,367
24 15,000 10
12 3,000 3,000
25 32,755 30,357
50,755 33,367

Lam Chi Wai, Peter
HEE
Director

EF




R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

CONSOLIDATED STATEMENT OF

CASH FLOWS

for the year ended 31 December 2011

el emER

Cash flows from operating activities &&EHHYIHER

Profit before income tax
Adjustments for:
Depreciation of property,
plant and equipment
Fair value gain on financial
instruments
Loss on disposal of property,
plant and equipment
Interest income
Finance costs
Exchange differences

Operating profit before working

capital changes

Increase in inventories

Increase in trade receivables,
prepayments and deposits

(Decrease)/Increase in trade and
other payables

Movements in amounts due from/to
related parties

Cash (used in)/generated from
operations

Interest paid

Income tax paid

Net cash (used in)/generated from
operating activities

BRPTS T AT 5 A
BTSSR AR
W BERREITE

R TARFERR

HEWE - BB R
RiEEE

A SIA

PSR

LEE BB NLL N

FEE M

B S RYGR - BINFIR
KAz e E N

B 5 MEMEN A
ORA), /12 m

e, e BB RS A 1=
RIARE)

2E(A)/EENHRE

ERFE
ERFEH

AEETE) (BT ) LR
B FEE

Bt 220114612431 HIFEE
2011 2010
20114E 20104
HK$’000 HK$°000
Fi#T FETT
14,466 11,751
1,326 1,050
— (501)
1 3
(81) (129)
120 30
— 139
15,832 12,343
(3,225) (14,956)
(8,031) (21,778)
(11,215) 46,637
— 547
(6,639) 22,793
(120) (30)
(4,070) (5,034)
(10,829) 17,729
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Powerwell Pacific Holdings Limited ZigAEF¥EBERAR

CONSOLIDATED STATEMENT OF #G&R4enER(£Z

CASH FLOWS (Continued)

for the year ended 31 December 2011 B Z20119F12H31 HIFFEZE

2011
20114
HK$°000
FHET

Cash flows from investing activities RZE;EFHIIRER

2010

20104
HK$'000
FET

Purchase of property, plant and BEWE  WENKEE

equipment (3,327) (1,646)
Proceeds from disposal of property, HEME - BEREE

plant and equipment FRS#0R 1 2
Purchase of other intangible assets BEEMETEE (2,997) (2,379
Net cash inflow from redemption of EOEaT Ar

financial instruments REmAFEE - 14,506
Acquisition of a subsidiary WEE—KMIB AR 26 - 96
Interest received BHFIE 81 129
Net cash (used in)/generated from BREZE (ATH)  ELH

investing activities o HEE (6,242) 10,708
Cash flows from financing activities BIZ;EHIIELR
Issuance of shares TR 33,600 1,033
Expenses incurred in connection with 1T F K 2 F s

the issue of shares (8,388) —
Acquisition of non-controlling interests  Ux B FF5 i #E2S - (1,229
Proceeds from short-term bank FEAERITEESHIA

borrowings 31,874 —
Repayment of short-term bank EEERITEE

borrowings (22,682) (676)
Dividend paid B E (4,500) (14,551)
Net cash generated from/(used in) BEEHEL " (FTAH)

financing activities B FER 29,904 (15,423)
Net increase in cash and cash ReRAEEEY

equivalents B NnREE 12,833 13,014
Cash and cash equivalents FVNRERREEEY

at beginning of year 28,262 15,215
Effect of foreign exchange rate changes [EREBhH) T/ 2 85 33
Cash and cash equivalents FRALRIAEE

at end of year =t 7) 41,180 28,262
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R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

CONSOLIDATED STATEMENT OF #G&kEzsE gk
CHANGES IN EQUITY

for the year ended 31 December 2011 B ZE20114F12H31 HIFFEZE
Equity attributable to owners of the Company
FATREAEEED
Proposed Non-
Share Share  Capital Merger Translation final Retained controlling Total
capital premium* reserve* reserve*  reserve* dividend profits* Total interests  equity
B Fisl
BE ROGEE RARE AfiEE RERE KUK RIEEI &t R
HKS000  HKS000 HKS000 HKSO00 — HKS000  HKS000 HK$000 HK$000  HKS000 HK$000
AT FEr  FEr FEr FEr  FEr  FEr AT FEr FEn
At 1 January 2010 #2010%1R18 = = = 10 = - 3721 35737 1078 36,815
Dividend paid (note 72) BRREH#12) - - - - - - (14301) (14,301) - (14301)
Acquisition of non-controlling interests  WiEBIERRRIERS (725
(note 23(b) - - 1% - - - - 1B (1384 (1229
Capital contribution to a subsidiary R—EHEAREE
(note 25(0)fi) (Hz25000) - = - 103 - - - 103 - 103
Issue of ordinary shares BTLER
(notes 24(a)(b)é(c) (Hiitoafa) - (&) 10 - - (10) - - - - - -
Transactions with owners BEFAZRS 10 — 155 1,023 - - (14301) (18,113  (1,384) (14497)
Profit for the year FEREF = = = = = = 7,563 7,563 326 7,889
Other comprehensive income: Eth2Eka:
Exchange differences arising on BEBNEBELL
translation of foreign operations EXER - - - - 170 - - 170 - 170
Total comprehensive income for the year FR2EREEHE - - - - 170 - 7563 7,738 326 8,059
2010 final dividend proposed (ot 72) 2010 R KRS
(Hizt12) - - - - - 3000 (3,000 - - -
At 31 December 2010 and 12010%12A318 &
1 January 2011 20111818 10 - 155 1,033 170 3000 25989 30,357 20 30377
Dividend paid during the year fote 72)  FRBRRE
(Wit12) - - - - B0 (1500 (4500 450
Issue of shares upon Placing (ofe 24(f) EEEZTIRG
(Hiz24) 4,200 29,400 - - - - - 33,600 - 33,600
Issue of shares upon Capitalisation BRI BRI
ote 24(8) (W224) 10790 (10,790) - - - - - - - -
Expenses incurred in connection with the ERZTRIF R 2 F%
issue of shares during the year - (11,673 - - - - - (11,673 - (11,673
Dividend to non-controling interests AN e 22 3 - - - - = = = - 25) (25
Transactions with owners BEGAIRS 14,990 6,937 - - - (30000 (1500) 17427 (25) 17,402
Profit for the year ERER - - - - - — 10393 10,393 5 10398
Other comprehensive income: b 2ENE :
Exchange differences arising on BEBINEBEEL
tranglation of foreign operations EXES — - - - 259 - - 259 - 259
Total comprehensive income for the year FR2ERzEEHE - - - - 259 - 10393 10,652 5 10,657
2011 final dividend proposed PRES =7 R:)
(note 12) (His#12) - - - - - 3,000 (3,000) = = =
At 31 December 2011 12011F12A318 15,000 6,937 155 1,033 429 3000 31,882 58436 — 58436
*  The total of these balances represented “Other reserves” in the consolidated statement — * L E AR B R R A S IOR R E A ]

of financial position.
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Powerwell Pacific Holdings Limited

NOTES TO THE FINANCIAL
STATEMENTS

for the year ended 31 December 2011

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. It is the
Group’s business strategy to develop watches business in the
People’s of Republic of China (the “PRC”) and in this connection,
the Group acquired Shenzhen Tianhaiba Watches Company Limited
IR EFHELAER AT (“Tianhaba”) on 1 February 2010 (note
26) and the trademarks of certain watch brands in the PRC on 30
June 2010 (note 17).

The directors of the Company consider the ultimate parent company
of the Group as at 31 December 2011 to be Data Champion
Limited, a company incorporated in the British Virgin Islands.

The financial statements on pages 37 to 99 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 2011

were approved for issue by the board of directors on 9 March
2012.

Annual Report 201144

R AT EEERA T

A H5 R R B

B E2011412 31 HiFFEE
1. —f&&E#H

RERFHFEBERAR(ARRT DR
20104 6 A 14 BE B R ERE A 55E 1981
FREEFMR LA —HEREBRA
7] o ANQ AR FE % B EE A2 R Clarendon
House, 2 Church Street, Hamilton, HM
11, Bermuda ° N2 RIRE B & B R
BBNAZBMNESE 131 REFH 019
o

RARHR B 2011 F 1 A 26 BERREE
BaRXZMARRR(EZA)AIZER (A
ERD) £ e

ARARMEBEEBIRELZR - AR AW
WMEARIGERAARIABAIAER K
FEEBAOTFREEEEE  AER
ERRIBERNERES RIRBARS
2o REBMNERERANPEARLRN
B ([ ) BB EER 2R © Bt s » A%
ER2010F2 A1 BB RIIT RS FESR
BRARTXREFHD(E26) - 2010
%6 A 30 BUEEF BE T 55k T a0 i
(MF7E17) o

RRARESERAENR2011F12 A31 HAEH
NREB AR AR EBE LS MK
#)Data Champion Limited °

37 £2F 9 BAHNMBHRIIIRIBEEBHH
BEEAN(FEMBREER D(BERE
A Ag(HESTMAg DEM
ERMERNEEMBRELER  BEEE
ZR(HFEGTEADERE(RED) R
B o BIEMR I BIEEE D AHED] KB 32
PrEIFEREZ LR A RIER EHRAD)
HRERBEREEATS -

BZE2011F12 A31 BILFENIMBHRERE
R2012F3 Ao EEESHETIZ -




g X ExEEER AT Powerwell Pacific Holdings Limited

Reorganisation and Basis of Presentation

Through a reorganisation to rationalise the structure of the Group in
preparation for the listing of the Company’s shares (the
“Reorganisation”), the Company has become the holding company of
its subsidiaries now comprising the Group since 20 December 2010.
Details of the Reorganisation are fully explained in the prospectus of
the Company dated 29 December 2010. There has been a
continuation of risks and benefits of the founding shareholders (the
“Founding Shareholders”) of the Group before and after the
Reorganisation. The Founding Shareholders act together on a collective
basis under certain arrangements in order to manage and control the
business and operations of the Group collectively. Accordingly, the
financial statements of the Group for the year ended 31 December
2010 have been prepared using the principles of merger accounting in
accordance with Accounting Guideline 5 “Merger Accounting for
Common Control Combinations”. The consolidated statement of
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year
ended 31 December 2010 have been prepared on basis as if the
current group structure had been in existence throughout the year. The
consolidated statement of financial position as at 31 December 2010
has been prepared on the basis as if the current group structure had
been in existence at that date. Non-controlling interests represent the
interests of outside shareholders not held by the Founding Shareholders
in the results and net assets of the Company’s subsidiaries, and are
presented separately in the statement of comprehensive income of the
Group and within equity in the statement of financial position,
separately from equity attributable to the Company’s owners.

Adoption of New/Revised HKFRSs
(@) New/Revised HKFRSs — effective 1 January 2011

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 2011:

HKFRSs (Amendments) Improvements to HKFRSs 2010

HKAS 24 (Revised) Related Party Disclosures

Except as explained below, the adoption of these new/revised
HKFRSs has no material impact on the Group’s financial
statements.
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Powerwell Pacific Holdings Limited

3.

Adoption of New/Revised HKFRSs (Continueqd)

(a)

Annual Report 201144

New/Revised HKFRSs — effective 1 January 2011
(Continued)

HKFRS 7 (Amendments) —
Disclosures

As part of the Improvements to HKFRSs issued in 2010,
HKFRS 7 has been amended to enhance the interaction
between quantitative and qualitative disclosures. If the carrying
amount of a financial asset best represents the maximum
exposure to credit risk, the standard does not require a
positive statement to this effect in the financial statements.
This amended disclosure requirement has been applied
retrospectively. The carrying amounts of the Group’s trade
receivables and bank balances represent the Group’s
maximum exposure to credit risk in respect of these financial
assets as at 31 December 2011 and 2010. The prior year
financial statements included a positive statement to this
effect which is removed in the 2011 financial statements
following the amendments. The adoption of the amendments
has no impact on the Group’s reported profit or loss, total
comprehensive income or equity for any period presented.

Financial Instruments:

HKAS 24 (Revised) — Related Party Disclosures

HKAS 24 (Revised) amends the definition of related party and
clarifies its meaning. This may result in changes to those
parties who are identified as being related parties of the
reporting entity. The Group has revised its accounting policy
for the identification of its related parties and has reassessed
counterparties of transactions in accordance with the revised
definition. The reassessment did not result in new related
parties being identified. Related parties identified in prior years
remain unchanged under the new accounting policy and the
Group concluded that the revised definition does not have
any material impact on the Group’s related party disclosures
in the current and previous years.

HKAS 24 (Revised) also introduces simplified disclosure
requirements applicable to related party transactions where
the Group and the counterparty are under the common
control, joint control or significant influence of a government,
government agency or similar body. These new disclosures
are not relevant to the Group because the Group is not a
government related entity.

3.
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3. Adoption of New/Revised HKFRSs (Continueqd)

(b) New/Revised HKFRSs
effective

issued but are not yet

The Group has not applied the following new/revised HKFRSs
that have been issued but are not yet effective.

Amendments to HKFRS 7

Amendments to HKAS 12

Amendments to HKAS 1 (Revised)

Amendments to HKAS 32

Amendments to HKFRS 7

HKFRS 9

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 13

HKAS 19 (2011)

HKAS 27 (2011)

HKAS 28 (2011)

Disclosures — Transfers of Financial
Assets'

Deferred Tax — Recovery of
Underlying Assets?

Presentation of Financial Statements
— Presentation of Items of Other
Comprehensive Income®

Presentation — Offsetting Financial
Assets and Financial Liabilities®

Disclosure — Offsetting Financial
Assets and Financial Liabilities*

Financial Instruments®

Consolidated Financial Statements*

Joint Arrangements*

Disclosure of Interests in Other Entities*

Fair Value Measurements*

Employee Benefits*

Separate Financial Statements*

Investments in Associates and Joint
Ventures*

' Effective for annual periods beginning on or after 1 July 2011

2 Effective for annual periods beginning on or after 1 January 2012

8 Effective for annual periods beginning on or after 1 July 2012

4 Effective for annual periods beginning on or after 1 January 2013

5 Effective for annual periods beginning on or after 1 January 2014

6 Effective for annual periods beginning on or after 1 January 2015
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3.

Adoption of New/Revised HKFRSs (Continueqd)

(b)

Annual Report 201144

New/Revised HKFRSs —
effective (Continued)
Information on new and amended HKFRSs that are expected
to have impact on the Group is as follows:

issued but are not yet

Amendments to HKAS 1 (Revised) — Presentation of
ltems of Other Comprehensive Income

The amendments to HKAS 1 (Revised) require the Group to
separate items presented in other comprehensive income into
those that may be reclassified to profit or loss in the future
(e.g. revaluations of available-for-sale financial assets) and
those that may not (e.g. revaluations of property, plant and
equipment). Tax on items of other comprehensive income is
allocated and disclosed on the same basis. The amendments
will be applied retrospectively.

HKFRS 9 Financial Instruments

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

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

(b)

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

issued but are not yet

HKAS 39 is aimed to be replaced by HKFRS 9 in its entirety.
Before this entire replacement, the guidance in HKAS 39 on
hedge accounting and impairment of financial assets
continues to apply. The Group expects to adopt HKFRS 9
from 1 January 2015.

HKFRS 10 — Consolidated Financial Statements

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

(b)

New/Revised HKFRSs —
effective (Continued)
HKFRS 12 — Disclosure of Interests in Other Entities

issued but are not yet

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

The Group is in the process of making an assessment of the
potential impact of these new/revised HKFRSs.

4. Summary of Significant Accounting Policies

4.1

Annual Report 201145f

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 5.
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Summary of Significant Accounting Policies
(Continued)

4.2

Basis of consolidation and business combination

The consolidated financial statements comprise the financial
statements of the Company and its subsidiaries (see note 4.3
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.

Acquisition of subsidiaries or businesses is accounted for
using the acquisition method. The cost of an acquisition is
measured at the aggregate of the acquisition-date fair value
of the assets transferred, liabilities incurred and equity
interests issued by the Group, as the acquirer. The identifiable
assets acquired and liabilities assumed are principally
measured at acquisition-date fair value. The Group may elect,
on transaction-by-transaction basis, to measure non-
controlling interests that represent present ownership interests
in the subsidiary either at fair value or at the proportionate
share of the acquiree’s identifiable net assets. All other non-
controlling interests are measured at fair value unless another
measurement basis is required by HKFRSs. Acquisition-related
costs incurred are expensed unless they are incurred in
issuing equity instruments, in which case the costs are
deducted from equity.

Any contingent consideration to be transferred by the acquirer
is recognised at acquisition-date fair value. Subsequent
adjustments to consideration are recognised against goodwill
only to the extent that they arise from new information
obtained within the measurement period (@ maximum of 12
months from the acquisition date) about the fair value at the
acquisition date. All other subsequent adjustments to
contingent consideration classified as an asset or a liability
are recognised in profit or loss.

Goodwill arising on business combination is measured
according to policies in note 4.4.
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4.

Summary of Significant Accounting Policies
(Continued)

4.2

4.3

Annual Report 201144

Basis of consolidation and business combination
(Continued)

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership interests
in the subsidiary is the amount of those interests at initial
recognition plus such non-controlling interest’s share of
subsequent changes in equity. Total comprehensive income is
attributed to such non-controlling interests even if this results
in those non-controlling interests having a deficit balance.

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

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

Subsidiaries

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

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

4.4

4.5

4.6

Goodwill

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

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

Goodwill is initially recognised at cost and subsequently
measured at cost less impairment losses. Goodwill is
reviewed for impairment annually at the end of the reporting
period or more frequently if events or changes in
circumstances indicate that the carrying value of goodwill may
be impaired (note 4.7). On subsequent disposal of a
subsidiary, the carrying amount of goodwill relating to the
entity sold is included in determining the amount of the gain
or loss on disposal.

Other intangible assets

Acquired intangible assets are recognised initially at cost.
After initial recognition, intangible assets with finite useful lives
are carried at cost less accumulated amortisation and any
impairment losses (note 4.7). Amortisation for intangible
assets with finite useful lives is provided on straight-line basis
over their estimated useful lives. Amortisation commences
when the intangible assets are available for use. Intangible
assets with indefinite useful lives are carried at cost less any
subsequent accumulated impairment losses.

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses (note
4.7). Depreciation is provided to write off the cost less their
residual value, using straight-line method, over their estimated
useful lives. Land and building classified as finance leases are
depreciated over the unexpired term of the leases. Other
items are depreciated at the following rates per annum:

Leasehold improvements
Furniture, fixtures and equipment
Plant and machinery

Motor vehicles

4. FEEBHRME(E)

44 wEHE
IR B A RIEL  EIEEEEN
BRERG IR RS
BT ENERERE B HRE
ERAE(BERIE B SRR
REBE)NAFERERE °

HABAEE  ABERIAABZR
FEBHENREZAFE Al
BBy (BNGE(E WS ) BB A 18 25 P

=7
o ©

PRI EN IR ATER - B8R AN
BRERE 2 - mETFRREH
RETRERR - MBEPR K EE)
FErREENEEENELRRE &
TRENFHS XSS FE AR (KT
47) - EEB TN E—FHNB AR -
HERHREBeBEEeEaRTE
BEREMEERAE -

45 HBWEREE

DU EV SRR A ERER ©
WYL FER% - Al ERERARNE
T B B R AR ZNER, B 5 8 K (T ATk
EEE (M 4.7) 58k - Al AEH
AR R ER A E IR e A A E
HIAEAE T A S - BB ERA]
{5 FRRS BB BN S - TRFRAIEA
FHIR T B IR AR 1A 8 2
STREBEYIE -

4.6 M MERRE

M - B R R IRAMER RETHT
EREBERE(ME4.7)1&5
R WREMGS A ERFRNERR
FHEITE AN AR ESE © 7175
RAEHEN L MEFRBNHARE
mERANEHRITE - EtIRBRIAT
FRRFHRINE -

HEEE 20%
Ffh - HEREE 20%
= Mot es 20%
E 20%-30%

Annual Report 201155k

52



53

Powerwell Pacific Holdings Limited

4.

Summary of Significant Accounting Policies
(Continued)

4.6

4.7
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Property, plant and equipment (Continued)

The assets’ residual values, depreciation method and
estimated useful lives are reviewed, and adjusted if
appropriate, at each reporting date.

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

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

Impairment of non-financial assets

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

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

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

4.7

4.8

4.9

Impairment of non-financial assets (Continued)

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

Inventories

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

Financial assets

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

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

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

Impairment of financial assets

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

— significant financial difficulty of the debtor;

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

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

— it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation; and
— significant changes in the technological, market,

economic or legal environment that have an adverse
effect on the debtor.

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

4.9

4.10

Financial assets (Continued)

Impairment of financial assets (Continued)

If there is objective evidence that an impairment loss on loans
and receivables has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest
rate (i.e. the effective interest rate computed at initial
recognition). The amount of the loss is recognised in profit or
loss of the period in which the impairment occurs.

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

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

Cash and cash equivalents

Cash and cash equivalents include cash at banks and in
hand, demand deposits and short-term, highly liquid
investments with original maturities of three months or less
that are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value.
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4.11

4.12
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Financial liabilities

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

Financial liabilities are recognised when the Group becomes a
party to the contractual provisions of the instrument. All
interest related charges are recognised in accordance with
the Group’s accounting policy for borrowing costs (note 4.19).
A financial liability is derecognised when the obligation under
the liability is discharged or cancelled or expires.

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

Short-term bank borrowings

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

Trade and other payables

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

Share capital

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

4.13

4.14

4.15

Provisions and contingent liabilities

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

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

Financial guarantee contracts

A financial guarantee contract is a contract that requires the
issuer to make specified payments to reimburse the holder
for a loss it incurs because a specified debtor fails to make
payment when due in accordance with the original or
modified terms of a debt instrument. A financial guarantee
contract issued by the Company and not designated as at
fair value through profit or loss is recognised initially at its fair
value less transaction costs that are directly attributable to
the issue of the financial guarantee contract. Subsequent to
initial recognition, the Company measures the financial
guarantee contact at the higher of: (i) the amount determined
in accordance with note 4.13; and (i) the amount initially
recognised less, when appropriate, cumulative amortisation
recognised in accordance with HKAS 18 Revenue.

Revenue and other income recognition

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

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

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

Freight income is recognised when the relevant services are
rendered.
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4.16

4.17
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Leases

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

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

Rentals payable under operating leases are charged to profit
or loss on a straight-line basis over the term of the relevant
lease.

Employee benefits

Retirement benefit costs

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

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

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

Short-term employee benefits

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

Non-accumulating compensated absences such as sick leave
and maternity leave are not recognised until the time of leave.
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Summary of Significant Accounting Policies
(Continueqd)

4.18

4.19

4.20

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

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

Non-monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates prevailing on
the date when the fair value was determined and are reported
as part of the fair value gain or loss. Non-monetary items that
are measured in terms of historical cost in a foreign currency
are not retranslated.

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

Borrowing costs

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

Accounting for income taxes

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

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

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

The carrying amount of deferred tax assets is reviewed at
each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be recovered.

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

Income taxes are recognised in profit or loss except when
they relate to items recognised in other comprehensive
income in which case the taxes are also recognised in the
other comprehensive income.
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Summary of Significant Accounting Policies
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4.21

4.22

Segment reporting

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

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

Segment assets include all assets but tax assets.

Related parties
A party is considered to be related to the Group if:

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

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

(ii) has significant influence over the Group; or

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

or

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

(i) the entity and the Group are members of the
same group;

(ii) one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);
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4. Summary of Significant Accounting Policies
(Continued)
4.22 Related parties (Continued)
(b)  (Continueq)
(i) the entity and the Group are joint ventures of the
same third party;

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

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

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

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

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

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

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

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

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

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

(Continued)
5.1 Critical accounting estimates and assumptions
(Continued)

Impairment of non-financial assets

The Group assesses impairment by evaluating conditions
specific to the Group that may lead to impairment of the
assets. When an impairment trigger exists, the recoverable
amount of the asset is determined. Value-in-use calculations
performed in assessing recoverable amounts incorporate a
number of key estimates and assumptions about future
events, which are subject to uncertainty and might materially
differ from the actual results. In making these key estimates
and judgements, the directors take into consideration
assumptions that are mainly based on market conditions
existing at the reporting date and appropriate market and
discount rates. These estimates are regularly compared to
actual market data and actual transactions entered into by
the Group. Significant estimates and assumptions used by
the Group for the impairment assessment of goodwill and
intangible assets related to the watch business are disclosed
in note 16.

Impairment of receivables

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

Inventory valuation

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

Estimate of current tax and deferred tax

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

5.

EXEHET RHAER (&)

5.1

EXErHE RIRR(E)
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AREEBTIEAREAIELREE
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AREREH AR ERETEEL
BB RHE 2 EAfGR R ERER K
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5.

REAFEEERRAE

Critical Accounting Estimates and Judgements 5.

(Continued)

5.2 Critical judgements
Merger accounting

The Reorganisation has been reflected in the financial
statements for the year ended 31 December 2010 using
merger accounting and management has exercised significant
judgement in determining that the subsidiaries now comprising
the Group have been under common control of the Founding
Shareholders on collective basis as a result of unwritten
agreements between those shareholders as described in note

EXEHERT RAER(E)

5.2 EX¥ER
BOIBFA

BHABKEAAHEHEREZ 2010
F12 A1 BUEFEZHEHREK
B MEREBDERASHE - UAE
TEAREBIBRE N & HE QB HAEIH
AL Z SR 2 B FEE T s
A A EERFR S| (FER KT EE2) ©

2.
Revenue and Other Income 6. WAREAMUTA
An analysis of the revenue from the Group’s principal activities (note REAEEEZXEH(HE1)BBRATE
1), which is also the Group’s turnover, and other income are as AEBWA) REMBABDITIT
follows:
2011 2010
20114 2010%F
HK$’000 HK$'000
F#EIT FET
Revenue 9N
Sales of goods EmHE 238,889 206,560
Freight income BEIA 1,360 1,635
240,249 208,195
Other income Hibug A
Interest income on financial assets not at fair value 7 IEIZAFET A
through profit or loss — bank interest income B=leREENTE
WA — RITFEHWA 81 33
Interest income on financial assets at fair value EBEATEF AR SR
through profit or loss BERFEWHA — 96
Total interest income B A 4258 81 129
Bad debt recovery b= - 9
Commission income HEUA 6 12
Exchange gain b 5 Wz 65 —
Fair value gain on financial instruments R TANQFERE - 501
Sundry income FETEUTA 84 76
236 727
Total income LT N 240,485 208,922
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Revenue and Other Income (Continued)

Information about major customers

During the vyear, there were two (2010: two) customers from the
Group’s Sourcing Business (as defined in note 7), each of whom
contributed 10% or more of the Group’s total revenue. Revenue
derived from these two customers during the year amounted to
HK$141,406,000 and HK$36,251,000 (2010: HK$104,040,000 and
HK$55,269,000) individually.

Segment Information

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

Pursuant to the Group’s strategy to develop watch business in the
PRC, the Group acquired Tianhaiba on 1 February 2010 (note 26)
and has since March 2010 started the selling of watches under
Tianba and Harpo brands in the PRC with the necessary
permission. On 30 June 2010, Tianhaiba entered into agreements
with a PRC entity to acquire from the PRC entity the trademarks of
Tianba and Harpo (note 17) and watch inventories bearing the
Tianba and Harpo brands (note 19). Tianhaiba entered into a
trademark licence agreement with the PRC entity on the same date
whereby the PRC entity granted to the Group with immediate effect
a sole and exclusive right to use the Tianba and Harpo trademarks.
On 20 April 2011, the transfer of the ownership of trademarks has
been completed upon the approval obtained from the relevant
government authority in the PRC. As a result, the Group owns the
sole and exclusive right to use the Tianba and Harpo trademarks
and the brand and design of the Tianba and Harpo watches.
Following the acquisition of the Tianba and Harpo trademarks, the
Group has begun to establish the necessary procurement and
production facilities and its own sales network for the brands in the
PRC. Under this new line of business which is identified as another
reportable segment, the Group designs, manufactures and
distributes its own brands of watches through the sales points it set
up, distributions and online sale platforms in the PRC (the “PRC
Watch Business”).

9N 2211 NE=P)
FEEZRNER

FR - EAEMEBQROI0F : MB)ERES
¥ (TR AMZE7)EP  KEEAEEER
LUK A 10% kA ERERE - RAFE - 5K
Bz =B AE R A 141,406,000 7
T K 36,251,000# £ (2010 % :
104,040,000 7T }.55,269,000/8 7T ) °

PEBEE

REBHNETEEKARATERESRES
RERBRERA T RAREER  AEHKREBER
My eER(ERESEK])  ERESHE
BB AIREDE  BRELCEEER
HITERTEAEBMRBRELHERDE
REBTREMN HRERESEEMS -
AEBARFRESBECHERESE
BfEATER  BEERITREMFBE -
BEMEESHEERESRAESRES &
FEEEMRAIR BEMERENLE
o MR ERE c ZSEMAZH
mpisZo/

1R 7N 5 (B 7 7 B § 6% 3 75 MO B 35 SR B
AREBMN2010F2 A1 BWER ST (M
26) ' FEERMEFT AR B 2010F 3 A
ERBEUNAXF R EHFREEETERK - B
2010F6A30H * X BFHE—RPEHEEF]
St MPBEERKIEASG M HEIZ
(FizE17) - MEEKTFEHYNEXF R EH
miE(MFE19) - RIBBRRARZFPEE
B R aT RS BT EEE
MAEERHE - KBREFNERXH &
JEERTE - maz BAERNR AR - A20114E4
RA20H - B EE 2 EEZNNEREE
RIRITE B AR TR - At - NEEE
BME— RIBRERERAXEHE N ZHEZIA
M KE N FHEERNRIERERET - RIREE
XENEGEIER  AEERRBRIEE
PR ATEREMEELGERE S
EME - RIBWBHR B AS —AIFRED
R ERDIE - AEER C £FERE
BEAPEREESYANEES o#HE kAL
HEFaoHEEGRAAmE( P EESE
ES )

Annual Report 20114k

66



67

Powerwell Pacific Holdings Limited

Segment Information (Continued)

Segment revenue, segment results and segment assets
Information regarding the Group’s reportable operating segments
including the reconciliations to profit before income tax and total

assets are as follows.

Year ended 31 December 2011

Total segment revenue
Inter-segment revenue

Reportable segment revenue
Reportable segment profit/(loss)

Interest income
Corporate income and expenses

Profit before income tax

Adjusted EBITDA (note (c))

At 31 December 2011
Reportable segment assets

Corporate assets
Total consolidated assets

Year ended 31 December 2011

Other information:
Interest expense

Depreciation of property, plant
and equipment

Loss on disposal of property,
plant and equipment

Addition to non-current assets
(note (b))

Annual Report 20115k
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EHEBRE -« BB -
I Mk SR A T
(W32 ()

®20115E12831H
AREDEEE

©REE
HEEAE

#H=E2011512H831H
WS
HipEH -
SR
ME - BB KRR
ZIE
EEME - BE RS
ZEE
ERBEERE
(Biz®)

REAFFEEBRAF

7. SBERE)
SEBUIN « FEBEER S EDEE
BREAKEAHRE LD MOEN (BIER

BEMHIR)WNT

PSR A A B2 48

PRC

Sourcing Watch
Business
iR [
SEERET
HK$°000

FET

HEXH
HK$°000
FET

et

Business Elimination

ESE
HK$’000
FET

Total

aast
HK$°000
FET

220,279 20,123 (153) 240,249
- (153) 153 -
220,279 19,970 — 240,249
26,050 (3,798) — 22,252
81
(7,867)
14,466
27,078 (3,500) — 23,578
87,811 26,041 — 113,852
2,320
116,172
120 - - 120
1,028 298 - 1,326
—_ 1 - 1
2,185 1,173 — 3,358




7.

R K ¥EEFR AT Powerwell Pacific Holdings Limited

Segment Information (Continued)

Segment revenue, segment results and segment assets

SEREE(E)
SEWIN « FEBEER S BEE(H)

(Continued)
Sourcing PRC Watch
Business Business Total
BRES B S gk
ES ES #ET
HK$’000 HK$’000 HK$'000
FET FET FET
Year ended 31 December 2010 B.E20105%F12A31H
ILEE
Reportable segment revenue (note (a)) AR 7 BB A (BT e (a)) 200,288 7,907 208,195
Reportable segment profit/(loss) ARE S EE R, (ER) 22,086 (6,863) 15,223
Interest income FEUA 129
Fair value gain on financial instruments SRITAMAFEKE 501
Corporate income and expenses ERA KA (4,102)
Profit before income tax P& FR 88t Rt F 11,751
Adjusted EBITDA (note (c)) KRR F S~ BIE -
PreE R &R
(Kt () 23,093 (6,820) 16,273
At 31 December 2010 #2010E£12A31H
Reportable segment assets AREDBEE 80,651 19,063 99,714
Prepaid tax TERHIIE 1,552
Corporate assets ¥EE 1,153
Total consolidated assets BREEE 102,419
Year ended 31 December 2010 #H=201012H318
ILEE
Other information: HEHR -
Interest expense F BRI 30 - 30
Depreciation of property, plant and Y% - HE K
equipment BB E 1,007 43 1,050
Loss on disposal of property, plant and HEWE - BER
equipment B ot 3 — 3
Addition to non-current assets (note (b)) FRBEERE
(Kt b)) 624 6,820 7,444
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Segment Information (Continued)
Segment revenue, segment results and segment assets
(Continued)

Notes:
(a) There were no inter-segment sales in prior year.

(b) Addition to non-current assets represents additions to property, plant and
equipment and other intangible assets including those assets arising/acquired
from the acquisition of a subsidiary.

() During the year, adjusted earnings before interest, taxation, depreciation and
amortisation (“Adjusted EBITDA") is also a measurement basis regularly reviewed
by the directors in assessing the performance of the Group and making decision
for resources allocation. This measurement basis is consistent with that of the
segment results except that any non-recurring expenditure from the operating
segments and depreciation and amortisation charge are not included in the
Adjusted EBITDA. Similar information is presented in last year for comparison.

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

REAFEEERRAE

SEREE(E)
SEWIN « FEBEER S BEE(H)

et
@ RS -

(o) FRBEENBIENF - BE REEHERNEREM
EREERE(REREE —RHBRREE/
ESNZFEE)

(© RAFE - EXTHESHBRAE - BIR
FERBHENBN(ERABRHE  TE - &
REEAAT ] - ERFHEARERBRIEHE
BROBORTE MR EERE - IR ERLERS TR
—BU A ERE TR AERRRAS - TR i
ERBHEAMBN 2 EEDEEE S RIT
BN E—FREZEUER T2 A HET
# o

B EESN - ITESEHEMRER (R
EEE - RIIREER  RABKE)ED
WAL - 25050

2011 2010
20114 20104
HK$’000 HK$'000
FET F&r

Sales of HE
— watches —
— display and packaging products — BRI RBER
— costume jewelries — NERE

Geographical information

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

Analysis of the Group’s revenue and non-current assets by

geographical locations are as follows:

7. SEREEE)
WESE(Z)
AEBZWREDHNWARIERBEED
W

Revenue from external
customers

REIMEBE RN

Non-current assets
FERENEE
2011 2010 2011 2010
20114F 20105 20114 20104
HK$’000 HK$'000 HK$°000 HK$’000
FEiT FET FET FHET

Hong Kong (place of domicile)
PRC, excluding Hong Kong
USA
Europe

— Denmark
France

— ltaly
Others

Asia
Others

Total

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

purpose of HKFRS 8.

8. Finance Costs

&8 (FEfiit)
TR AEEEE

30,364 26,319 7,172 5,084
18,244 7,932 7,953 6,777
107,527 93,107 - =
52,791 33,455 — =
4,157 7,135 - =
4,365 7,648 — =
10,310 18,444 - =
5,971 4,902 - =
6,520 9,253 - =
240,249 208,195 15,125 12,761

ARBRNAEE W E|ER R B R ZEM
PRI BER AT - R AEEARD
EBNBBET  BEANBEUBRESE
A% 8 SR AV ER B WM = AR SAR BRI
ST E o

8. RIERAE

Interest on bank borrowings and overdrafts wholly

repayable within five years

2011 2010
20114F 20104
HK$’000 HK$'000
FET FHETT

AR AFNEHEEN
RITEE RBES L 120 30
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Profit Before Income Tax

Profit before income tax is arrived at after charging/(crediting) :

9. BREFSHIA@F

Auditor’s remuneration

Cost of inventories recognised as expenses

Depreciation of property, plant and equipment

Employee benefit expenses
(including directors’ remuneration):

Salaries, allowances and benefits in kind

Retirement benefit — defined
contribution plans?

Exchange (gain)/loss

Fair value gain on financial instruments’

Listing expenses'

Loss on disposal of property,
plant and equipment!

Operating lease charges in respective of land and

building

i included in “other income/other operating expenses” in the consolidated !

statement of comprehensive income

a no forfeited contributions available for offset against existing contributions during 2

the year and in prior year
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BRPTS B ATE MR (GTA) AT & A

BB
2011 2010
20114E 20104
HK$’000 HK$'000
F#ETT FET
ZEEN N £ 558 970
ERAERXMEFEERAR 179,213 157,944
Y% - BE REEITE 1,326 1,050
EERFIFAX
(BRBESFFH)
e R REYH = 25,338 16,896
RIAER — EFE
HRETEI2 819 791
26,157 17,687
M (Wezs), /518 (65) 167
CRTEMNR T ERE - (501)
Eaiilibd - 3,581
LEME - BE&
REREE 1 3
P RIEFRL AT
B3 H 1,089 861

%
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AR A 2ERERAEMRA E g5

WAFEE R E—FEHELRR AT I HR
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Income Tax Expense

10. FRfSHiRAX

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

Current tax — PRC Enterprise Income Tax

— under provision in prior years

Income tax expense

2011 2010
20114 20104
HK$’000 HK$'000
FHEIT FEr
BNEATEIE — BABFIEH
— FRXH 4,246 3,963
— BEFEBRERE (181) (101)
4,065 3,862
BREARETE — AR
TSR
— BEFEBRHTR 3 —
FrS R 4,068 3,862

Hong Kong profits tax has been provided at the rate of 16.5%
(2010: 16.5%) on the estimated assessable profits for the year.

The Group acquired Tianhaiba, a PRC entity, on 1 February 2010
which is subject to PRC Enterprise Income Tax at the tax rate of
25%. No provision for PRC Enterprise Income Tax has been made
as Tianhaiba did not generate any taxable profits arising in the PRC

during the year.

Reconciliation between income tax expense and accounting profit at

applicable tax rates is as follows:

EBFES A FEE (TR R s PR
£16.5% (20104 : 16.5%)&1#% °

REBPN 20102 A1 BURERBE A RIS
T BERHR25% BN PEDEMREH -
A RS B P AN 4F € 30 8 7 7R B & A (A
FERFL R A BB B FEATSHRE
B o

P SH F S S & 5 i M 4% 08 A B R m 9 BR

Profit before income tax

Tax calculated at applicable tax rate
Tax effect of non-deductible expenses
Tax effect of non-taxable income

Tax effect of tax loss/deductible temporary
difference not recognised

Over provision in prior years
Others

Income tax expense for the year

R

2011 2010
20114E 20104
HK$’000 HK$'000
FETT FET
bR TS5 A& A 14,466 11,751
LEAH R ERNRIE 2,066 1,358
AR S S R 2 2,238 1,317
BEZRHRIM AN IS E (576) (110)

REERFISEE, m 40k
NEREENTHETE 157 1,081
BAFEERERE (178) (101)
HAth 361 317
FRABHFEX 4,068 3,862
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10. Income Tax Expense (Continued)

The Group had unrecognised tax losses arising in Hong Kong of
approximately HK$47,000 (2010: HK$598,000) to carry forward
against future taxable income and these tax losses do not expire
under current legislation. In addition, the Group had unrecognised
tax losses arising in the PRC of approximately HK$330,000 (2010:
HK$4,382,000) which will expire in five years for offsetting against
future taxable profit. No deferred tax asset has been recognised in
respect the unused tax losses incurred by certain group entities due
to the unpredictability of future profit streams.

11. Profit Attributable to the Owners of the Company
Of the consolidated profit attributable to the owners of the Company
of HK$10,393,000 (2010: HK$7,563,000), a loss of HK$39,000
(2010: profit of HK$3,000,000) has been dealt with in the financial
statements of the Company.

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

10.

11.

12.

REAFEEEFRAA

FieBiA%(#&)

IR [ 45 8 LA 88 R 2R B AR B UL B R B
RMIEEE A 47,0005 7T (2010 4F :
598,000/87T) + MRERITEFZETHH
EIETgEm o o AEBRPREESE
KRR B S B 1B %) 5 330,000,87T (2010
F 1 4,382,00078 70 ) LA $5 2K 2R FERR B
- BRAFEAER - BEHXETEEE
BRRREHRENTEEEBEENER
R EEMERRCHBEEE

AAE B ANEGGET

ANARER AEEEREEH) 10,393,000 7
T (20104 : 7,563,000& L)% © EHiE
39,0007 7T (20104F : 3% 713,000,000 7T)
ERAR AW IE TR R o

;435
REAR E—H8ME - ARREHRET KA
fRER :

Interim — HK1 cent (2010: Nil) per
ordinary share

Proposed final — HK2 cents (2010: HK2 cents)
per ordinary share

Proposed final dividend is subject to the approval by the
shareholders at the forthcoming annual general meeting. The
proposed final dividend is not reflected as a dividend payable in
these financial statements, but will be reflected as an appropriation
of retained profits of the year.

The rate of dividend for the year ended 31 December 2010 was
determined based on the number of shares in issue of 150,000,000,
the issued capital of Company upon its listing on 26 January 2011
(note 24(f)).

The dividends paid in 2011 amounted to HK$4,500,000 (2010:
HK$14,301,000), comprising the final dividend for the year ended
31 December 2010 of HK$3,000,000 and the interim dividend for
the year ended 31 December 2011 of HK$1,500,000, which were
paid in May and September 2011 respectively.
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AP HA — AR AR 1 AL
(20105 : Z)

AN - TR ER2S
(20104 : 2784l)

2011 2010
20114 20104
HK$°000 HK$’000
FEIT FET
1,500 —
3,000 3,000
4,500 3,000

EEARIR S ALBRRNEERRBE KR
g LHE - BERERE L AN ZENE
BRIVEENBE - HERAFERRE
RN DR ©

HZE2010F 12 A31 HIEFE 2 IR B XiLAK
NEIR201145E1 268 L (HE24() A E
EE1TH AN 150,000,00008 M EE IE ©

2011 FIRN W AR B % 4,500,000 8 7T
(20104 : 14,301,000/87T) * BFED RN
201195 A X9 AR FHE ZE2010F12 A 31
B IFFEH AR HIR% 83,000,000 8 T R E E
201112 A 31 BHIEFE BN KB
1,500,000/ 7T ©
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Dividends (Continued) 12. BRE(Z&)
Dividends declared and paid by the Company’s subsidiaries, Good REZE2010F12 B 31 BLEFE - ANAFH
Destination Co., Ltd. (“Good Destination”) and Powerwell Pacific B2 7)Good Destination Co., Ltd. ([ Good
Limited (“Powerwell Pacific”), to their then shareholders during the Destination |) & Powerwell Pacific Limited
year ended 31 December 2010 were summarised as follows: ([Powerwell  Pacific |) M H & R R 5k &
IR R BRI AN

2011 2010
20114F 20105
HK$’000 HK$’000
Fi#iT FET

Interim dividend paid to the owners ERARRHEE AW
of the Company FHARR B - 4,180
Special dividend RIS — 9,896

Dividend paid to Founding Shareholders (note (a)) 21t EIARY R HI LS
(Hfi#@E) - 225
- 14,301

Notes:

(a) On 20 September 2010, the Group acquired from the Founding Shareholders
10,000 shares, which represent 10% of the issued capital of a subsidiary,
Richmind International Investment Limited, at a total cash consideration of
HK$225,400. The transaction is accounted for as a dividend distribution to the
Founding Shareholders.

(b) The rate of dividend and the number of shares ranking for dividends paid by the
subsidiaries are not presented as such information is considered not meaningful.

Earnings per Share

The calculation of basic earnings per share for the year ended 31
December 2011 is based on the profit attributable to the owners of
the Company amounting to HK$10,393,000 (2010: HK$7,563,000),
and the weighted average number of shares of 147,123,000 in
issue (2010: 108,000,000 shares, being the number of shares in
issue immediately after the completion of capitalisation issue as
detailed in note 24(e)) throughout the year.

The Group had no potential dilutive ordinary shares in issue during
the year and in prior year.

13.

Hisz

@ 7201059 A208 + ANEE AR A R UL HE — R
MEAR — EREERZRERRZAAZ10,0008%
B (HEBETRE10%) BEEREA
225,400/87T ° R ZARE 7 IE T B4R IR 515K

(b) BEZIEMNBARXNRENEEERER
BEMBRONBE  RERZSERRRHEER
%o

BT

HZE2011F12 A31 BILFEFREREF
TIiRIEAR D RIEAR A (SR F) 10,393,000
BT (20104 : 7,563,000/87T) © AKRER
ARARE BTG i35 80147,123,000
A% (2010 £F : 108,000,000 f% ) (ENA B EEE
ALK ENBEITRDEE )t HE(GER
MfiE24(e)) °

AEERAFEREFHERDRITAEE
BN BB o
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14. Remuneration of Directors and Five Highest Paid

Individuals
Directors’ remuneration

EE

14. EERAERSIHATHEN

Salaries,
allowances
Discretionary and benefits in  Retirement
bonuses kind benefit costs Total
Fid 2B
ik EsTEAL REYHE BAEHEE st
HK$000 HK$'000 HK$'000 HK$°000 HK$'000
FET FET FET FET FET
Year ended 31 December 2011 HZ2011F12A318
LEE
Executive directors: HTESE -
Liu Tin Chak, Amold BEREZ - 200 1,013 16 1,229
Wong Yu Man, Elias AN - 200 1,013 16 1,229
Lam Chi Wai, Peter e - 200 1,013 16 1,229
Yang Yijun B—= - 200 976 11 1,187
Indlependent non-executive directors:  BUIFHITEE
Cheung Chi Man, Dennis RN - - 224 - 224
Lui Tai Lok PN - - 224 - 224
Yip Kwok Kwan HEY - - 224 - 224
- 800 4,687 59 5,546
Salaries,
Discretionary  allowances and Retirement
Fees bonuses  benefits in kind  benefit costs Total
e 28
ik WISt REWFE  BREENRA o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
Year ended 31 December 2010 HZ2010F12A31H
LEE
Executive directors: HiTEE
Liu Tin Chak, Amold BXEZ = — 613 22 635
Wong Yu Man, Elias AN - - 613 22 635
Lam Chi Wai, Peter HiR - - 613 22 635
Yang Yijun B—E - - - - -
Independent non-executive directors: BV IHTEE -
Cheung Chi Man, Dennis REX - - - - -
Lui Tai Lok AA% - - - - -
Yip Kwok Kwan EBH — — — — —
— — 1,839 66 1,905
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14. Remuneration of Directors and Five Highest Paid 14. EERAZREIHATHIFMZ)
Individuals (Continued)
Five highest paid individuals AEREHAL
The five highest paid individuals consisted of four (2010: three) hEERRHFALEENAZ(ROI0FE - =4)
directors, details of whose remuneration are reflected in the analysis EE - BEFNFBER EXAHSHTH
presented above. Details of remuneration of the remaining one (2010: i o REE2011F12A31BIEFE - &
two) highest paid individual for the year ended 31 December 2011 #R—% (20104 : MB) &= H A THH M
are as follows: BT
2011 2010
20114 20104
HK$’000 HK$'000
FT FEr
Salaries, allowances and benefits in kind e R REYH= 633 1,888
Discretionary bonuses BEIEAL 53 =
Retirement benefits — defined contribution plan BINER — EEEHER
aTE 16 24
702 1,912

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

FARCNALZIFERERI AL HOFENE
RATEE :

Number of individuals

Ni-HK$1,000,000 £ %1,000,000/ 7T

There was no arrangement under which a director waived or agreed
to waive any remuneration during the year (2010: Nil).

No emolument was paid by the Group to the directors or any of
the five highest paid individuals as an inducement to join or upon
joining the Group, or as compensation for loss of office (2010: Nil).

AEL
2011 2010
20114 20104
1 2

B R 4 T {r] 22 B R EE Sk R B 3 1) B
S BE(0104 : £E) -

AEETENEETNEALEZSFAL

SN EAME - FRRFMBERNINER
SR B Y 2R Sk RE BRI 15 (2010%F « ) -
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BRAF

15. Property, Plant and Equipment 15. Y% - RERRE
Furniture,
Land and Leasehold fixtures and Plant and Motor
buildings improvements equipment machinery vehicles Total
RI8 ~
T RiEF HERE KERRE BERHESE RE @t
HK$’000 HK$’000 HK$'000 HK$'000 HK$°000 HK$’000
FET FET FET FET FET FET
At 1 January 2010 201051818
Cost (DS 5,156 368 1,396 3,882 630 11,432
Accumulated depreciation REtine (730) (214) (7083) (2,783) (630) (5,060)
Net carrying amount REFE 4,426 154 693 1,099 — 6,372
Year ended 31 December 2010 #E2010F12A318 1
£E
Opening net carrying amount FHREFE 4,426 154 693 1,099 - 6,372
Additions AE = 96 1,421 129 = 1,646
Acquisition of a subsidiary (note 26) WE—RME AR
(Hiat26) - - 13 - - 13
Depreciation e (116) (88) (341) (505) — (1,050)
Disposal HE — - ) - - 5)
Closing net carrying amount FAREREFE 4,310 162 1,781 723 - 6,976
At 31 December 2010 and at #2010F12A318 &
1 January 2011 20115E1R1H
Cost B 5,156 464 2,822 4,011 630 13,083
Accumulated depreciation 2itine (846) (302) (1,041) (3,288) (630) (6,107)
Net carrying amount REFE 4,310 162 1,781 723 - 6,976
Year ended 31 December 2011 #HE20115F12A3181E
£E
Opening net carrying amount FYEREFE 4,310 162 1,781 723 — 6,976
Additions NE 1,791 349 1,165 22 — 3,327
Depreciation e (163) (138) (576) (449) — (1,326)
Disposal HE — - @ - - ©
Exchange adjustment & 5 % — 3 50 6 — 59
Closing net carrying amount SFRIRERE 5,938 376 2,418 302 - 9,034
At 31 December 2011 #2011512A318
Cost (P& 6,947 816 4,039 4,040 630 16,472
Accumulated depreciation EitiE (1,009) (440) (1,621) (3,739) (630) (7,438)
Net carrying amount REFE 5,938 376 2,418 302 - 9,034

The Group’s interests in land and buildings are located in Hong
Kong and are held under medium-term leases.
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Goodwill 16. B

HK$’000

FHETT

Year ended 31 December 2010 HE2010F12831HILEE
Opening net carrying amount FHREFE =
Acquisition of a subsidiary WEE—RKIB A A 230
Closing net carrying amount SFRIREFE 230
As at 31 December 2010 #2010512A31H
Cost and net carrying amount PR AN I BRTESHE 230
Year ended 31 December 2011 HE20115F12A31HILLFE
Opening net carrying amount FHREFE 230
Addition NE —
Closing net carrying amount FRIRmFE 230
As at 31 December 2011 ®2011£12A318
Cost and net carrying amount AR EREF{E 230

Goodwill arises from the acquisition of Tianhaiba on 1 February
2010 (note 26). The goodwil as well as the trademarks with
indefinite useful lives as mentioned in note 17 are allocated to the
cash generating unit of PRC Watch Business, which has just
commenced during the year ended 31 December 2010.

The goodwill and the trademarks are tested for impairment as at 31
December 2011 based on value in use calculation using cash flow
projection and no impairment is being identified. The cash flow
projection is based on the forecast approved by the directors
covering a period of 5 years and the discount rate applied to the
cash flow projection is 14% (2010: 14%), which reflects specific risk
relating to the PRC Watch Business. Growth rate used to
extrapolate the cash flows beyond the five-year period is 4% which
reflects the long-term average growth rate of the PRC Watch
Business as forecasted by the directors.

B TIER2010F2 1 B X &% (FiiE
26)MELE o B RME17 IR ETRF
RAEAFHOEENSETFTERERE
2010 12 A 31 B IE FERIAR P BIESRZE
TEHIR G EAE BN o

R2011F12A31H - BERFZERERS
RIEARE AEEETRERR - s
HIRRE - IR RTE IR S E AR 5 F 5
TERIGTE - MEARIR S RIBR MR X
H14% (20104  14%) » A RE+HHE
REBNETER - EETB0 - AR
BHAFHERSRNERER54% 0 Kk
BATEEBREENRETFEEER -
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17.

REAFFEEEFRAE

Other Intangible Assets 17. HivB\REE
Trademarks
i
HK$’000
FET
Year ended 31 December 2010 #HE2010E12A31BILERE
Opening net carrying amount FHEEFE =
Addition NE 5,25
Closing net carrying amount FRIREFE 5,555
As at 31 December 2010 #2010%E12A31H
Cost and net carrying amount RARAREF{E 5,555
Year ended 31 December 2011 HE2011E12A31BILERE
Opening net carrying amount FEHREFE 5,555
Addition NE 31
Exchange adjustment bE AR 275
Closing net carrying amount FRIREFE 5,861
As at 31 December 2011 ?20115E12A31H
Cost and net carrying amount RAREREFE 5,861

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

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

Annual Report 201144

R2010F6 8308 * K EHE—KPHEFE
I — 1D ARZPEERKE XS
MEFHEE - BREABARE 4,700,0007T
(#9572 5,345,000/87T) ° B EEE I
BEIEEH—FLAENRR HBHE - &
BEBRRAE B EEEEEEZNRER
SERRAT REBRRABSEZPHAEE Y
RIZE RS BEZPEEERASE
BE L —RERENERXF R EHE
2 BZBERNEER  NBBXEHENE
FraRBS LB - R201144 5208 -
REEE ST AIEEEN AR

EZRRUTABRAIKRERAERF
B RRRZSEHENEREANBHLE
REFSTWAFITE R EEFER G o b Z 1T
AABERABE —BRERH - BEMNT
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18. Interests in Subsidiaries 18. MHEBASIRIHER
Company
AAT

2011 2010
20115 20104
HK$°000 HK$’000
FETT FET
Investments in unlisted shares, at cost JEETRRMDILE - IR 30,367 30,367
Amounts due from subsidiaries FEUR BT A BIFRIE 27,493 660
Amount due to a subsidiary R —FEKT B A Al F0E 7,934 =

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

The directors consider that the carrying amounts of the amounts
due from/(to) subsidiaries approximate their fair values at the
reporting date because the amounts have a short maturity period
on its inception.

e, (e B R R RIAREER - £
B NBRBLEEER -

BEERR - RREAH - B (R

BARFEZEEEREEXFERE R
A BZEFEN VAR ERE R -
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18. Interests in Subsidiaries (Continued)
Particulars of the Company’s principal subsidiaries, which are private
companies with limited liability, as at 31 December 2011 are as

BRAF

N BASBIMER(Z)
R2011FE12 831 H » ARARIZ T EWB A
A ABLABRARMFEBOT

follows:
Effective interest held
by the Company
Country/Place of Particulars of issued and FATREH
incorporation/ fully paid share capital/ BRES
Name establishment registered capital Directly Indirectly  Principal activities
MR ERTRARKRE/
EA T BOLER /e HMERFE E# ME  EEER
Ampress Merchandising Limited Hong Kong 100,000 ordinary shares of = 100% Trading of watches, costume
MEEEBRAR Bl HK$1 each jewelries and accessories
100,000 B REE BEER  AERE
BT EBR KRB
Ampress Packaging Asia Limited Hong Kong 500,000 ordinary shares of = 100% Trading of display and
Figm# (EM)BRAR Bk HK$1 each packaging products
500,0008% &k E & BERSI2%n
BT LR
EC Pacific Limited Hong Kong 500,000 ordinary shares of = 100% Trading of watches and
BE(KEF)BRAR 0 HK$1 each accessories
500,000 SR EE BEER N A
BT L RR
Powerwell Finance Limited Hong Kong 500,000 ordinary shares of — 100% Investment
B HK$1 each ®E&
500,000 SR E A
1B TH LR
Richmind International Investment Hong Kong 100,000 ordinary shares of — 100% Holding of properties
Limited (“Richmind”) & HK$1 each BEME
BREREEBRAR 100,000 B iR E {8
=V BT ERR
Tianhaiba' PRC RMB20,000,000 (2010: - 100% Sales of watches in the PRC
*8% LG RMB13,035,000) HAEHEER
AR#20,000,0007T
(2010% : AR®
13,035,0007)

! Tianhaiba was established on 23 June 2009 as a PRC domestic enterprise and
has been converted into a wholly foreign-owned enterprise upon acquisition by
the Group on 1 February 2010 (note 26).

2 As at 31 December 2011, certain subsidiaries of the Group, which have become
dormant, were in the process of being voluntary wound up.

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

g KGTEN 200946 A23 AR A BEENME -
W 2010462 A 1 BAREEUREER S H AN
BE R (MITE26) ©

2 R2011F12A31 B « AEBETREBHER
AIEETT BRERIER ©

ERIEARRBZHBRAR - HPREER
REEMBARHFARBELEATE
IBRAREEEFENERL D - EF
R FILEMHE AR 2 FEEEER
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19. Inventories

19.

Raw materials
Finished goods

RAA#
P 2

On 30 June 2010, the Group acquired watch inventories bearing
the Tianba and Harpo brands (finished goods) at HK$5,492,000
from a PRC entity as mentioned in note 7.

20. Trade Receivables, Prepayments and Deposits

58
Group
FEHE
2011 2010
20114 2010%F
HK$°000 HK$’000
FETT FHET
6,107 6,903
13,944 9,509
20,051 16,412

AT EET Pt - ANEER2010F6 A30H
LA 5,492,000 7 JT ) F B B RS UK BB [T K 55 I

R (R WEERFE

20. ESREWRIE ARERZE

Group
-

2011
20114
HK$°000
FET

Trade receivables
Less : provision for impairment

Trade receivables — net

Prepayment of professional fees in
relation to issue of shares

Other prepayments and deposits

Trade receivables, prepayments and
deposits

B 5 RWIR
B ORER R

BHRYGIR —

FITRM RERETEN
HXER

HAbBAFIAR
Be

B SRR -
BNFERES

5]

20104 201

Company
AT
2010 2011

15

HK$'000 HK$’°000

T87T FEIT

2010

2010%F
HK$'000
FEIT

32,169 25,595 - =
— (1,020) - —
32,169 24,575 - _
— 11,770 - —
7,647 7,087 163 —
7,647 18,857 163 —
39,816 43,432 163 —
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20.

Trade Receivables, Prepayments and Deposits
(Continued)

The Group normally allows credit period of 30 to 60 days (2010: 45
to 60 days) to its major customers. Credit period is normally not
granted to other customers.

The ageing analysis (based on due date) of the Group’s trade
receivables at the reporting date is as follows:

20.

REAFFEEBRAF

BEoEKRE BARERRE(E)
AEB-—MAEFEFEZFATI0EB0K
(2010 : 45260 K)MEEH o — 2K
B NEMEMEERTEER-

K& BE - ANEEE FRKFIREE

Not past due Eyab

1-30 days past due BEI1-80K
31-60 days past due #HA31-60K
61-90 days past due #HI61-90K
Over 90 days past due BHIOOKR A =

The movement in the provision for impairment of trade receivables
is as follows:

Balance at the beginning of the year FEERR
Amount written-off EiESE
Bad debt recovery ZERUL (O]
Balance at the end of the year FRER

At each reporting date, the Group reviews receivables for evidence
of impairment on both an individual and collective basis. As at 31
December 2010, the Group’s trade receivables of HK$1,020,000
which were due over 90 days were impaired and accordingly,
allowances were made in respect of these balances. The impaired
trade receivables were due from customers experiencing financial
difficulties that were in default or delinquency of payments and
impairment provision were therefore made for those balances. None
of the trade receivables as at 31 December 2011 have been
identified by the Group as having impairment issue.
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R RIBRER D ATIA R -
Group
L
2011 2010
20115 20104
HK$°000 HK$'000
FET FET
26,951 22,174
4,543 2,378
568 13
54 10
53 1,020
32,169 25,595
2 S RBGIERERENEB T
Group
AEHE
2011 2010
201145 20104
HK$’000 HK$'000
FET FET
1,020 1,029
(1,020) —
— ©)
- 1,020

REREEH  AEEQRERNREEE
AR RE A BEBRERFIERE - ©
201012 A31H + ALK E A£1,020,0007%8
THE S ENZFE(ERERIAL)E/E
HRE A ERZEERELREE - B
BEZSERFELABARTBERENT
PR @BANR - WERZEFEEL
BERHE - R2011F12 831 H » REEW
EERTAE S RERFIEE REDTE
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Trade Receivables, Prepayments and Deposits
(Continued)

Impairment losses in respect of trade receivables are recorded using
an allowance account unless the Group is satisfied that recovery of
the amount is remote, in which case the impairment loss is written
off against trade receivables directly. The Group did not hold any
collateral as security or other credit enhancements over the impaired
trade receivables, whether determined on an individual or collective
basis.

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

20.

BRI « AARERER(E)

B 5 RWGOR 2 B EERE R EERE
L8k MAKERAABEZSENKE
BEBERS - ERBERT - REBEE
BERESRBRUGKIENG - AREYEAE
EE PR FIR (T iz ER B E £
B BAEAMERRIEMMREER
HEHY IR o

REEAH  AEEESAEREERE R
BHE 2K IER S8 B # BRI 5 47 10
T

Not past due Rig A

1-30 days past due B HI1-30K
31-60 days past due B HI31-60K
61-90 days past due B HI61-90K
Over 90 days past due BHAQOR A L

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

The directors consider the carrying amounts of trade receivables
approximate their fair values.

Group
AEE
2011 2010
20114 2010%F
HK$’000 HK$'000
FEiT FrET
26,951 22,174
4,543 2,378
568 13
54 10
53 —
32,169 24,575

AR & B ERWRRRENE S
EURHRRERAREEELERIFORE
TRENEFERM - REBEEELR
EERERE AR EEERUBEAEY
BESRDERET228NE - ALHES
ZEBRERERE - AREXECE
HERBENE 5 EUIER A T ER

2o
EERA BESREFENEREERELR
FERS -
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21. Cash and Cash Equivalents 21. RERREEFEY
Group Company
AEHE AAF

2011
20114
HK$’000
F#T

2010 2011 2010

20104 20115 2010%F
HK$’000 HK$°000 HK$'000
FET FTT FEIT

Bank balances and cash RITHEHEE S 28,286 28,262 2,320 =
Short-term bank deposits HRSRITIERN 12,894 = — =
41,180 28,262 2,320 —

Included in the cash and cash equivalents of the Group as at 31
December 2011 was a balance of HK$14,091,000 (2010:
HK$1,714,000) which is denominated in RMB. RMB is not a freely
convertible currency.

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

R2011F12 8318 ' stAREER ¢ KR
SEEBEVMAREARETEN S &
14,091,000 7L (2010 4F : 1,714,0007%5
T0) o ARBEWIER B Rz B -

RITHERIRIFBRITF KA F FREA
B BHERERIHR - HRFAEH
ZARRESHFRME  HAEBEEHEHRTF
KA EREAE - EERBANEHRT
FRRATLREBEEY - RiEQFE

deposits are not materially different from their carrying amounts MEEEEWESEAER
because of the short maturity period on their inception.
22. Trade and Other Payables 22, B RHEMEMNRIE
Group Company
AEHE EATF

2011
20114
HK$’000

2010 2011 2010
20104 20114 20104
HK$'000 HK$’000 HK$'000

F#T FETT FHET
Trade payables B SN RIA 27,011 33,609 - =
Other payables and accruals ~ H BRI FIB & EFTE A 7,628 18,753 1,654 660
Deposits received B U ER & 12,220 16,441 — =
46,859 68,803 1,654 660
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23.

R AKX ¥EFEFR AT Powerwell Pacific Holdings Limited

Trade and Other Payables (Continued) 22. B REMEMNRIE(E)
The ageing analysis of the trade payables (based on due date) at RE B - B S BN RIEREI A AR
the reporting date is as follows: BT
Group
AEH
2011 2010
20114 20105
HK$’000 HK$'000
FETT FETT
Not past due A HA 10,421 14,057
1-30 days past due #HER1-30 K 11,110 9,803
31-60 days past due #HA31-60K 4,982 9,707
61-90 days past due A HI61-90K 412 42
Over 90 days past due BHEIO0KR A 86 —
27,011 33,609
Included in trade payables was an amount of HK$1,058,000 (2010: SR FRIER B E 1,058,0007%8 (2010
HK$919,000) which was due to a PRC entity, Guifeng (as defined F :919,00087T) * REN—KFTEHEE
in note 28), in which Mr. Yang Yijun, a director of the Company, HE(EERBMF8)( ARARBEAEES —
has equity interest. FRERE R ERRAER) BFRIE
Other payables and accruals of the Group as at 31 December 2010 MR2010F12 A31H « RNEE 2 EAbFER K
included an amount of approximately HK$8,177,000 which arose T8 R &S IR BIE#) 8,177,000 78 7L 2k B HL
from the acquisition of the Tianba and Harpo trademarks (note 17) X EF NG H R (E17) AR B XS
and the watch inventories bearing the Tianba and Harpo brands MEF R EBERTE (HFE19) o ZRIE
(note 19). Such balance is partially settled during the year and RENB LA —8p - WH2011F12 A 31
reduced to HK$3,548,000 as at 31 December 2011. H s 4> Z3,548,00078 7T °
The directors consider that the carrying amounts of trade and other EEZRAE S5 REME IR 2 REEHE
payables approximate their fair values. HRAFEEE -
Short-Term Bank Borrowings 23. EHASRITIEE
Group
AEHE
2011 2010
20114 20104
HK$’000 HK$'000
F#ET FETT

Repayable within one year BER—FAEE

The short-term bank borrowings as at 31 December 2011 are
denominated in HK$ and are secured by the corporate guarantees
from certain group entities as mentioned in note 27.

The effective interest rates applicable to the short-term bank
borrowings as at 31 December 2011 are floating interest rates
ranging from 2.69% to 3.78 % per annum. The directors consider
that the carrying amounts of the short-term bank borrowings
approximate their fair values at 31 December 2011.

9,192 =

R2011FE12 B31H » BHSRITEEET
FHE - WIAK 27 IRl A TEBELED
RNEIERIEELR o

MR2011FE12 A31 H » BHBRTEEFERN
BERFREN F2.69%ZE3.78% 1)) F B F 7
RooBERE  AEERHPRTEER
2011412 A 31 BRI ESEE A FER

4+

Ec
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REAFFEEEFRAE

24. Share Capital 24. XK
Company AAT
2011 2010
20114F 2010
Number of Number of
Par value ordinary Nominal Par value ordinary Nominal
per share shares \EIIEN  per share shares value
SREE LB E N FREE il Gl EfE
HK$ HK$ HK$ HK$
#T #TT JET BT
Authorised: EE
At 1 January/Upon incorporation MM A1R R
(note (a)) FRALRS (M7t (=) 0.1 1,000,000,000 100,000,000 1 100,000 100,000
Share sub-division (note (b)) &R S (Hab)) - - - — 900,000 =
Increase in authorised capital H#HEE R
(note () (H3(e) — - - 04 999,000,000 99,900,000

At 31 December ®12A318 0.1 1,000,000,000 100,000,000 0.1 1,000,000,000 100,000,000

Issued and fully paid: EBTRAE :

At 1 January/Upon incorporation W1 A18

(note (a)) FRILRS (H7E(8)) 0.1 100,000 10,000 1 4 4

Share sub-division (notes (a) & (b)) ianparis

(HiEtERb) - - . _ - _
Issue of shares (note (c)) BT (B3 () - - - 0.1 99,960 9,996
Issue of shares upon Capitalisation RE AR TAD
(note (g)) (H1:#e)) 0.1 107,900,000 10,790,000 - = -
Issue of shares upon Placing (note () REERFEITRG
(Hatm) 0.1 42,000,000 4,200,000 — = =

At 31 December ®12A31H 0.1 150,000,000 15,000,000 0.1 100,000 10,000

Notes: Hiat -

(@) The Company was incorporated on 14 June 2010 with authorised share capital (@) RATR2010F6 A14B ML - SAERAEA
of HK$100,000 divided into 100,000 shares of HK$1 each, 4 shares of which 100,000/#7T + 2 4100,000% & A EE 1 /8 TTH)
were issued nil-paid on 9 July 2010. On 20 December 2010, with a written f&(n + 4R E M 2010F7 A9R AR
resolution of the sole shareholder of the Company, the directors were authorised AT © R20106F12 208 « RIBA AR E—
to apply a sum of HK$4 being part of the amount credited to the contributed FREREEZEARESR - EEEEES A T X )
surplus account of the Company arising from the issue of shares referred to BT AR R ZHITRG TEENERRBERD
note (c) below to pay up in full at par the 4 shares (become 40 shares after the A HEIRTEAB T - LUREEZ SRR 20105
Share Sub-division as mentioned in (b) below) issued nil-paid on 9 July 2010. 7 B9 AEETITRY 4 BRARD GETT T 32 (b) Pty

A& 15 53 #7 1% B A40B%AZ 15 )

(o) By a written resolution of the Company dated 20 December 2010, each of the (o) BIEARAFR20104 12 A20 B —BEE RE
existing issued and unissued shares of HK$1 each in the share capital of the R ARARAPESEREE 1B THREER
Company was sub-divided into 10 shares of HK$0.10 each (“Share Sub- TRARBITRHEFA A 10RFREEO0.107
division”). The authorised share capital of the Company then become TCHIRRE (AR HFAR ) - AR AIHDEERAHE A
HK$100,000 divided into 1,000,000 shares of HK$0.1 each. 100,000/ 7T (% A1,000,0000% &AL EI{EO. 1 77T

HIARD) ©
(© On 20 December 2010, an aggregate of 50,000 shares were alloted and issued, (© M 2010412 208 - A2 A E M Data
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credited as fully paid, to Data Champion Limited as consideration for the
acquisition of the entire issued share capital of Good Destination and Goldnet
Holdings Group Limited, which was incorporated in the British Virgin Islands,
from Mr. Liu Tin Chak, Arnold, Mr. Lam Chi Wai, Peter, and Mr. Wong Yu Man,
Elias, the Founding Shareholders. On the same date, an aggregate of 49,960
shares were alloted and issued, credited as fully paid, to Data Champion Limited
as consideration for the acquisition of the entire issued share capital of
Powerwell Pacific from the Founding Shareholders and Ms. Tam Chiu Ming,
Tammy (“Ms. Tam”).

Champion  Limited fid 3% & 2174 3£ 50,000 X A
IRFIER R IR 1D - (ERFIBIBIRRERIZE A
MEBEERELXEE - B Good
Destination &2 Goldnet Holdings Group Limited
(REBEZESTMAL) 2 BEEITRATN
K& - REH - AAFEMData Champion
Limited Bt 8 J 2174 £ 49,960 IR A BRF I 1ESL 2
i - fERRBIIAAR R KA FRER 2x + ([ & L 1)
WiEEPowerwell Pacific® 5B #4TAR AR (E ©
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24. Share Capital (Continued)
Company (Continued)

25.

@

Pursuant to a shareholder resolution passed on 22 December 2010, the
authorised share capital of the Company has increased from HK$100,000,
divided into 1,000,000 shares of HK$0.1 each, to HK$100,000,000, divided into
1,000,000,000 shares of HK$0.1 each, by the creation of additional 999,000,000
shares.

Pursuant to a shareholder resolution passed on 22 December 2010, upon the
condition of the share premium account of the Company being credited as a
result of the Placing as mentioned and defined in (f) below has been fulfilled,
HK$10,790,000 was capitalised and applied in paying up in full at par
107,900,000 shares for allotment and issue to shareholders of the Company (the
“Capitalisation”). As a result of the Capitalisation, the issued share capital of the
Company has become HK$10,800,000 divided into 108,000,000 shares of
HK$0.1 each.

On 26 January 2011, 42,000,000 new shares of HK$0.1 each of the Company
were issued to the public by way of placing at HK$0.80 each (the “Placing”). As
a result of the Placing, the share capital and share premium account of the
Company have increased by HK$4,200,000 and HK$29,400,000 respectively.

Reserves

Group

The amounts of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity. Nature of the reserves are as
follows:

@

©®)

(©

Share premium

Share premium is the excess of the proceeds received over
the nominal value of the shares of the Company issued at a
premium, less the amount of expenses incurred in connection
with the issue of the shares.

Capital reserve

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

Merger reserve
Merger reserve arose as a result of the followings:

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

24, RRA(E)
RAT(E)

25.

@

fi#iE

RIRARER N 20105F 12 A 22 BN EFRER « #
HEELEES1 999,000,000 AEAR1D + AR FIKIAE
%7 B 100,000 7T (9 4 1,000,000 B S A F fE
0.1 78 TE 1% )38 Z= 100,000,000 87T (2 A
1,000,000,000i% AR EI1E0. 178 TTHIAR A ) °

RIBEREN 2010512 B22 AMEMRER - &
AR ARG R ERRER T X () Frijat KR E HED
EMBEERNBERT - HEHEF10,790,000
BLERER  TBHAZEBRAERR
107,900,000 A&A& 5 + LABR % R 34T F AR A%
RIERML]) - BAMEIE - NATIHE BITRRA
# 410,800,000 77T (9 A 108,000,000 A% &A%
EEO. 1B TR ) °

201141 4268 + 42,000,000 A2 FEAH
fB0.1 BTHFARGD B IR 0.80 BT B BALE
BIOITARAL(ERE]) - BE%E - ARRMKR
KR 5 B BR B 9 BII#5 0 4,200,000 7 7T K
29,400,000/ 7T, ©

*TEH
AEERAFEMBEFENFEBEZRR

=L

@

©®)

(©

B 5 18

BB TR R B AR B 3T TRS
FSES  MRBEITROHEREK - &
ROEEZER -

B AN EIE IR B IR RS TS K
B AT S F & 2 (RAREERT)
ZHEMZERE - RIEBRRNE R GH
% - RER2010F4 5138 AR G4
X {& 200,000 & Jo Y28 Display &
Packaging Limited 33.3% &Ax#E
% R20105E5 B 7 BUABR S #K(E
2,000 T g A EREFR A A
20% R AR N A 20104E6 A 23 B A
[ 4AR(E 1,027,000 7 T W BE AN IE
BEEEMN) AR A F10%RA#ERS

(=]
BRI E TS AmMESL

() HR20105F9 A 20 H Al » ANEE
BEER0%ME - miEmE
/10,0008 TR E =8 N 10%
e BHARIR RS - AR
PIVEEE « Wat NG DFFEMHS °
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Bl TR

BRAF

25. Reserves (Continued) 25. f#iE(E)
Group (Continued) XEE(E)
(c)  Merger reserve (Continued) ) AUFEE(E)

(i)  On 16 June 2010 and 20 June 2010, Powerwell Pacific (i) 720106 H16H K%2010F6
issued 752 new shares of US$1 each to the Founding H20H - Powerwell Pacifici2,
Shareholders at the consideration of US$1 each and EREFR1ETHEIRRE
issued 44 new shares of US$1 each, representing 5.5% BEIT752 R B IREE 1 E T
of the enlarged share capital of Powerwell Pacific, to D - AR M 81744
Ms. Tam at a consideration of HK$1,027,000 IR EFRREE 1 ETRIFRG -
respectively. These has resulted in an increase in equity {5 Powerwell Pacific B #&E A%
of the Group by HK$1,033,000 which was included in R5.5%  KfB&1,027,000/%8
merger reserve. TC o BT ANGERE 2 g N

1,033,000 7T+ €FEFTA
AU -
(@)  Translation reserve @ HBEMGFE

Translation reserve comprises all foreign exchange differences RE R IE A RENTE418FTER

arising on the translation of the financial statements of foreign M ETBUR MIRE GINETS EE £ R

operations in accordance with the accounting policy adopted ERER -

in note 4.18.

Company AAT
The movements in the Company’s reserves are as follows: RARMRBEEBAT
Share Contributed Proposed Retained
premium* surplus* final dividend profits* Total
B
It (E* BEYR RS R st
HK$000 HK$'000 HK$000 HK$000 HK$000
FET FET FET FET FBT
At the date of incorporation iz i ava=p:¢| — - — - —
Acquisition of subsidiaries/Transactions with WEEH B ARG AR S

owners = 30,357 = = 30,357
Profit for the period/Total comprehensive BT BR2ERSeE

income for the period — - — 3,000 3,000
2010 final dividend proposed 2010 BZERHRE — — 3,000 (3,000) —
At 31 December 2010 and at 2010F12A318 X%

1 January 2011 2011451 A18 = 30,357 3,000 = 33,357
Dividend paid during the year (note 12) FREMREHZF12) = = (3,000) (1,500) (4,500)
Issue of shares upon Placing (note 24(f) B R BITRAD (HTat24(9) 29,400 - — — 29,400
Issue of shares upon Capitalisation (note 24(e)  BAM1EZEITRAD (A5t24(e)) (10,790) - - - (10,790)
Expenses incurred in connection with the issue  FRZEITRD SR 2FI

of shares during the year (11,673) — — — (11,673)
Transactions with owners BEEANR S 6,937 — (3,000) (1,500) 2,437
Loss for the year/Total comprehensive income — FEREE, ERN2HEIK LS

for the year — - — (39 (39)
2011 final dividend proposed 2011 FRZERBRE — — 3,000 (3,000) —
At 31 December 2011 #2011412A318 6,937 30,357 3,000 (4,539) 35,755
Contributed surplus of the Company represents the difference AARKEHZRTIBEEB 2010512 A 20
between the costs of investment in subsidiaries acquired pursuant B AR EAFTEN B R R E K AB
to the Reorganisation effected on 20 December 2010 over the R A RIFTRIR M IR AN EER) Z5E
nominal value of the share capital of the Company in exchange.

* The total of these balances represented “Other reserves” in the statement of * W EEBNERE A B R RO EMEEE] -

financial position.
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R X F¥EFEFR AT Powerwell Pacific Holdings Limited

Business Combination

On 1 February 2010, Goldnet HK acquired from two parties the
entire registered capital of Tianhaiba at a cash consideration of
RMB1,000,000 (the “Acquisition”); one of the parties is Mr Yang
Yijun who is a director of the Company. Tianhaiba was established
on 23 June 2009 by the two parties as a PRC domestic enterprise
with paid-up registered capital of RMB1,000,000. As at the date of
the Acquisition, Tianhaiba was engaged in trading of watches.

The fair value of the identifiable assets and liabilities of Tianhaiba as
at the date of the Acquisition and the corresponding carrying
amounts immediately before the Acquisition are as follows:

26.

EBSH

R201062 18 » £EBFBUBEESREA
R %1,000,000 TRMBATWEREHE
HaMER(KWEEE])  Eh—BALAE
KNAREEFIB—FELE - REBIZWA
ATH 200946 A 23 BRI E T BEA D
¥ HREMEARAEARE 1,000,000 7T °
RWESHEEH  KEBHFNEEKEHE
7‘]'% °

RUEEEE A SRR EERE
BATEREENEEENHERERE
T

Carrying amount Fair value

IRE{E AFE

HK$'000 HK$'000

FET FET

Property, plant and equipment Y%~ BB k& 13 13

Trade and other receivables B 5 R H M ERGRIE 39 39

Cash and bank balances R e RIRTTA 1,238 1,238

Other assets HibEE 14 14

Payables and accruals FERIE K FERTE A (392) (392)

Net assets acquired BREFEE 912 912

Goodwill (note 16) BB (f5E16) 230

Purchase consideration BERE 1,142

Purchase consideration is satisfied by: BEAREBENZEAR

Cash Re 1,142
Net cash inflow arising on the Acquisition: WHESTHEEMFRBRA

Cash consideration RERE (1,142)

Bank balances and cash acquired BUEBRITER RS 1,238

96

The Acquisition of Tianhaiba is for the development of the Group’s
retail business of watches in the PRC and the goodwill arising from
the Acquisition is attributable to the knowledge and experience of
Tianhaiba’s management which is valuable to the development and
expansion of the PRC Watch Business. After the Acquisition, the
Group has started the selling of watches under Tianba and Harpo
brands in the PRC with the necessary permission. Revenue
generated by Tianhaiba since the date of its Acquisition up to 31
December 2010 amounted to HK$7,907,000 and it incurred
operating losses of HK$6,961,000 during that period. Had the
Acquisition taken place at the beginning of the year of 2010, the
revenue of the Group and the profit of the Group for the year
ended 31 December 2010 would have been HK$208,195,000 and
HK$7,852,000 respectively. The cost of the Acquisition is immaterial.

ETRERESHREEEERRASENS
BEETEER  MEBETEELANTE
RERESHREEEBHPREREBEREK
BB E ML EE - KEEIERE - A
EEREMHFR - MIANRTREE XS
MEEmERESE -  REEHRESEAY
HEZE2010F 12 A31 BHILEEWKA A
7,907,000 7T + WH % BAfE A SIS 48 & &S
$66,961,00078 7T ° WU BEEIEH20104F 4]
1T BIASBEREZ2010F12 831 H1E
FEHWA K@ F &5 Bl & 208,195,000 7
JCX 7,852,000 7T © WEEETBRIRATE
j( °
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27.

28.

Guarantees

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

At the reporting date, such facilities were drawn down by the
subsidiaries to extent of HK$9,192,000 (2010: Nil). The maximum
liability of the Company under the guarantee issued represents the
amount drawn down by the subsidiaries. The financial guarantee is
not recognised in these financial statements because the fair value
of the guarantee was insignificant and that the directors did not
consider it is probable that a claim would be made against the
Company under the guarantee.

The Group did not have any other significant contingent liabilities as
at the reporting date (2010: Nil).

Related Party Transactions

(i) Save as disclosed elsewhere in these financial statements,
during the vyear, the Group carried out the following
transactions with its related parties:

Nature of transactions

XHME

27.

28.

REAFFEEEFRAE

xR
AARIEMBTA—HHNBARELEZ—
ARERTTRNE » AIRZIRTTIEH EIREER -
ETHEEEER(BEARG)EHRS —RIE
RS —ERNBARREHZS —H IR
1TRE - MIZIRITIRE &% 8,000,000 87T
HBRZEARER -

RBEBH  ZEREHNBAQRIRER
9,192,000/ 7T (20104F : &) - KA RFHE
BHZEREAEZABE LR ANB AR
REZ %8 - BN ERZ AFELTEK -
MEBERAEARRGNAA BERBEERT
BRE WZMBERLER LS ER
RIER ©

RiRE B E - A& E I EE ] EE Ak
REFECOI0FE : T) o

FABEAN L35

() BTSSR EAMED PERESD
REEGEAEBEBA T ETUTR
5

Hana Time (Asia) Limited (note (a))
ER (M) BRR R (HitE)

Sales of goods

BEmiieE

AT R R AR AR (Shenzhen Sub-letting of factory

Guifeng Watch Company Limited) AHRRE
(“Guifeng”) (note (b))

RITEEREARAT () SoooToY ofwalches
(Hizt(b)) B

Notes:

(€] Hana Time (Asia) Limited was 75% held by a close family member of

Mr. Lam Chi Wai, Peter, a director of the Company. The Group has
discontinued the transactions with Hana Time (Asia) Limited since April
2010.

(b) Guifeng is 10% owned by Mr. Yang Yijun, a director of the Company,

and 80% owned by his close family member.

The directors of the Company are of the opinion that the
above related party transactions were conducted on normal
commercial terms and in the ordinary course of business.
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2011 2010
20114F 20104
HK$°000 HK$’000
FETT FET
— 481

39 67

7,216 6,619

Hat:

(@) (M) BRABHBAABNEEHE
BRAE—ZERFBRHET5% - ~ARE
B 8201046 4 AR FRER(TM)F
RABIHEITRRS °

(b) HEBARRESL EALEREF
10% @ ME—HE R FRBEIFEAE80% °

ARABREREAR  LRBEBALRS
TTRABEBBETETRIZERS
FIRFETT
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28. Related Party Transactions (Continued) 28. FABEANT3R5H(E)
(i) Compensation of key management personnel iy FEEBASHWHE
Included in employee benefit expenses are key management EERFFAZATTAZTEEEAS
personnel compensation (including directors), the details of (BPRES)NME  BEER
which are as follows: T~
2011 2010
20114 20105
HK$’000 HK$'000
Fi#T FHEr
(Restated)
(ggE7)
Short term employee benefits PSEET =l 7,644 3,767
Post-employment benefits BEBR B AT 131 113
7,775 3,880
(i) Senior management’s remuneration (i) SREEREZBME
The remuneration paid to each of the senior management FRN - BENEERISRAERE M
individual for the year fell within the following bands: B LA 6 [
Number of individuals
A
2011 2010
20114 20105
Nil-HK$499,999 T E 499,999 7T 3 2
HK$500,000-HK$ 1,000,000 500,000/& 7T 2
1,000,000/ 7T 4 4
29. Major Non-Cash Transactions 29. EEFHERH

As detailed in note 17, on 30 June 2010, the Group acquired
trademarks from a PRC entity at a total consideration of
RMB4,700,000 (equivalent to HK$5,345,000). The Group paid a
total sum of RMB2,092,000 (equivalent to approximately
HK$2,379,000) during 2010 while the outstanding consideration as
at 31 December 2010 of RMB2,608,000 (equivalent to
approximately HK$2,966,000) was included as “Other payables and
accruals”. The outstanding consideration has been fully settled
during the year.

NP EE 17 FTEFal - 720106 A30H -
AEEER—RPEEEUEREARE
4,700,000 7t (B 5,345,000 78 7T ) I &
PIfZ o« NREBPN2010FEM—FAHEA
R#2 092,000 T RE(HERD
2,379,000/ 7T) » MA2010F12 A31HZ
ANREARE 2,608,000 T (FHERL
2,966,000 7T ) Jhat Al E AL FE 508 & fE
EA - REEREENFREBEEE -
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30.

31.

REAFEEEFRAE

Operating Lease Commitments 30. MEEIRLYRIE
Group XEEH
The total future minimum lease payments payable by the Group AEBEREN A A 2 AR L1 &
under non-cancellable operating lease in respect of land and FREMNAARRZERSAT
buildings are as follows:
2011 2010
20114 20105
HK$’000 HK$'000
FiET FETT
Within one year —FR 960 392
Within two and five years MERFNA 1,193 618
2,153 1,010
The Group leases certain properties under operating leases. The AEBRBEEHOERETYE - 25
leases run for an initial period of three to four (2010: one to four) MO F B =2mM(2010F : —=WM)
years, with options to renew the lease terms at the expiry dates or F - WeRE| B E RSB EAREE
other dates as mutually agreed between the Group and the EfRfpEmEMBBER - iERNSIE
respective landlords. None of these leases includes any contingent EAIS A E ©
rentals.
Company AT
The Company does not have any significant operating lease RATHEREABABEEMERLLEHLD
commitments as lessee. R o
Financial Risk Management 31. EERER

The Group is exposed to a variety of financial risks which result
from the use of financial instruments in its ordinary course of
operations. The financial risks include market risk (mainly foreign
currency risk and interest rate risk), credit risk and liquidity risk.
Details of these financial instruments are disclosed in the notes
below. The Group’s overall risk management focuses on the
unpredictability of financial markets and seeks to minimise potential
adverse effects on the Group’s financial performance. Risk
management is carried out by key management under the policies
approved by the directors. The Group does not have written risk
management policies. However, the directors and senior
management of the Group meet regularly to identify and evaluate
risks and to formulate strategies to manage financial risks on timely
and effective manner. The risks associated with these financial
instruments and the policies applied by the Group to mitigate these
risks are set out below.
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AEERNEAEXRGEETERAESHT
AMARZEcHER - cREREET
SR (EZRINERREFERR) =
ErgkrBESRR - FHSBTAD
FHERUATHEPRE - AEEHEER
B B IR A= P X0 2 B T 45 B 1 A TROAIE BB
NREHRNEEHHRBNEETHE
2 -BEREEHIZEEEREBEESIE
MEETT - ARELESHEREER
KT AEEEERRAEEETEH
ST DA B B R A LB LA % ) TE SR DA e
FEREBWEESRER - EZFSHT
ARENRREAEERAAREARER
REVEERBIIIAT ©
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31. Financial Risk Management (Continued)
Categories of financial assets and liabilities
The carrying amounts of the Group’s and the Company’s financial
assets and liabilities recognised in the statements of financial
position at the reporting date may also be categorised as follows
(see notes 4.9 and 4.11 for explanations on how the category of
financial instruments affects their subsequent measurement):

31. &REMERZ)
LRIEERAFER
REERARRR®E B BAEMBARREK

RO CHEERBBENREEIRA DA
T (BRI EN SR E &G
S0 - F2RME4.9R4.11)
Group Company
AEH AATF

2011

20114

HK$’000

2010 2011 2010
20104 20114 20104
HK$'000 HK$’000 HK$°000

F#ETT FET F#ET FET
Financial assets SRIEE
Loans and receivables: B R ERGRIE
— Trade receivables — B REWEIAE 32,169 24,575 — =
— Refundable deposits — AREEE 526 143 — =
— Dividend receivable — B E - — - 3,000
— Amounts due from — EWHBAEHRIE
subsidiaries - — 27,493 660
— Cash and cash — B KASEEYD
equivalents 41,180 28,262 2,320 —
73,875 52,980 29,813 3,660
Financial liabilities SRIBE
Financial liabilities at amortised &4 SR A5 BR MU & B4 B
cost: f& :
— Trade and other — B RHEMENKIE
payables 34,639 52,362 1,654 660
— Amount due to a — EN—TRKE R RRIE
subsidiary - — 7,934 —
— Short-term bank — FEHRITEE
borrowings 9,192 = —_ =
43,831 52,362 9,588 660
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31.

REAFEEEFRAE

Financial Risk Management (Continueq) 31. SRERER(Z)
Foreign currency risk /L
Foreign currency risk refers to the risk that the fair value or future SNEREBRESRIAN A TEIKRKR S
cash flows of a financial instrument wil fluctuate because of it B 2 B B R B A R f o mOBIE 2011
changes in foreign exchange rates. For the years ended 31 FR2010F12A31HIEFE  AEEEXE
December 2011 and 2010, the Group mainly operates in Hong RAEBRPBRETEBLEE - XQARIRHE
Kong and the PRC. The functional currencies of the Company and MBARZMEEEEEABTEAR
of its subsidiaries are mainly HK$ and Renminbi (‘RMB”). The B REENIMNERRRE HBIMNEE
Group’s exposures to foreign currency risk arise from its overseas FEUETFHE - METEIERARFRE
sales, which are primarily denominated in US$ which are not the ML EEEBHINEEY - BB THE
functional currency of the Company and other operating group EnE  EERAAEEAZHNELR
entities. Since HK$ is linked to US$, the directors consider that the BRI TREX ©
Group’s exposure on currency risk is not significant.
The Group currently does not have a foreign currency hedging AREE IR MINE LR - TR - B
policy. However, the management monitors foreign exchange BE@ERIINERE  WHKEERERERE
exposure and will consider hedging significant foreign currency R E R IMNE R o
exposure should the need arises.
Interest rate risk F22 2 bz
Interest rate risk relates to the risk that the fair value or cash flows MERRESBRITANATESIREREA
of a financial instrument will fluctuate because of changes in market TS EREB) MK AR o 485 B H A
interest rates. The Group’s exposure to market risk for changes in REF AT E iz R R E 2 EARE B/
interest rates relates primarily to the Group’s short-term bank RERTEE(REHFIRAE)ER - &
borrowings which are arranged at floating interest rates. The Group = B 35 BRE NI A A A] SR SR BUR © T3 -
currently does not have any interest rate hedging policy. However, EECERANEREHANL - WEEERNEF
the directors monitor interest rate change exposure and will FEREPEANEEFGER - NS R
consider hedging significant interest rate change exposure should HEAREEN ARG RRITEERNER
the need arise. The interest rate and repayment terms of the EB ISR K 5223 K 75 -
secured short-term bank borrowings outstanding at the reporting
date are disclosed in note 23.
The following table illustrates the sensitivity of the Group’s profit for TRIBAEEBRAFE GH KRS R
the year, and other components of equity at the reporting date due HifEs=18 T HMIEE FF B R BRITEE
to a possible change in interest rates on its floating rate short-term HA R E B BRE - MRS wER
bank borrowings with all other variables held constant at the end of RITAREMAI#EERIE TS - MER L -
each reporting period (in practice, the actual trading results may ERCEEENREAIRNUATHHEE S
differ from the sensitivity analysis below and the difference could be T BEREAIREEEX
material):
2011 2010
20114 20104
HK$’000 HK$'000
FET FET
Increase/(Decrease) in profit for the year and  £E it Fl B {5 B3 itk F1l 184
retained profits mGR)
Increase/Decrease in basis points (“bp”) B2, R
+50 bp +50%L2 (38) -
-50 bp —50E B, 38 -
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Financial Risk Management (Continued)

Interest rate risk (Continued)

The above sensitivity analysis is prepared based on the assumption
that the borrowings as at reporting date existed throughout the
whole respective financial year.

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

Credit risk

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

The Group’s policy to manage credit risk is to deal only with credit
worthy counterparties. In order to minimise the credit risk, the
management of the Group has formulated a credit policy and
delegated a team responsible for determination of credit limits,
credit approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts.

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

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

As at 31 December 2011, approximately 75% (2010: 44%) and
85% (2010: 50%) of the trade receivables was due from the
Group’s largest customer and the five largest customers
respectively. The Group has been actively seeking new customers
to reduce the risk of over-reliance on those customers. Please refer
to note 20 for further details of the Group’s exposures to credit risk
on trade receivables.

Liquidity risk

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

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

31.
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EEE S
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EREEERR  YRKEZEAEBERE
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MR FHRMERT  WRDHEERE

BRTANEERRER -

AEBEBREFE—EENERERE - M
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31. Financial Risk Management (Continued) 31. SFIEMREER(E)

Liquidity risk (Continued) mENE RS (E)

Analysed below is the Group’s and the Company’s remaining TRETASEERAARR20115F12 A31
contractual maturities for its financial liabilities as at 31 December BX&201012 A31 Bt MBENB TS
2011 and 2010. When the creditor has a choice of when the liability WFEIOMN - EEEAGEEEZEEESE
is settled, the liability is included on the basis of the earliest date on B ABEEARAEEREZKERNRER
when the Group and the Company can be required to pay. Where HEAARR - B0 HEEAER SHHH
the settlement of the liability is in instalments, each instalment is Be T A AR REE M -

allocated to the earliest period in which the Group and the
Company is committed to pay.

For short-term bank borrowings which contain a repayment on B RITAI 2ERIBITEZIRERKEE
demand clause which can be exercised at the bank’s sole ERREBRITEEMS - IREHTE
discretion, the entity can be required to pay on demand if the HEGTRNEEEERANGTHR B
lenders were to invoke their unconditional rights to call the loans SKERBREER - RERITEE Z 55
with immediate effect. The maturity analysis for short-term bank BoOMMR BT 8 E R B MR
borrowings is prepared based on the scheduled repayment dates.
Group *EH
At 31 December 2011
#2011512A318
Total
(o])] Within 6 months to undiscounted Carrying
demand 6 months 12 months amount amount
~EAE
NEREF ~EAR +=@A RBGIR4EER RRE{E
HK$'000 HK$'000 HK$°000 HK$'000 HK$'000
FET FET FET FET FET
Trade and other payables B 5 REMERTRIE 16,590 18,049 - 34,639 34,639
Short-term bank borrowings EHSRITEE - 9,192 - 9,192 9,192
16,590 27,241 - 43,831 43,831

At 31 December 2010
#2010612A31H

Total
On Within 6 months to undiscounted Carrying
demand 6 months 12 months amount amount

~NEAE

REKEFF NMEAR +=1@A RAGIR4BF BRE(E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
Trade and other payables B 5 REMERTRIE 19,025 33,337 — 52,362 52,362
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31. Financial Risk Management (Continued) 31. SFIEMREERE)
Liquidity risk (Continued) mENEEREME(Z)
Company AT
At 31 December 2011
#20114£12A31H
Total
(o]] Within 6 months to undiscounted Carrying
demand 6 months 12 months amount amount
~EAE
REREF ~EAR +={@A KA BEE ARE{E
HK$°000 HK$’000 HK$’000 HK$°000 HK$’000
FEIT FET FET Fi&T FET
Trade and other payables B 5 REM R FIE - 1,654 - 1,654 1,654
Amount due to a subsidiary FEATH B A BIFRIE 7,934 - - 7,934 7,934
7,934 1,654 - 9,588 9,588
Financial guarantees issued B 2 B s HE(R
Maximum amount guaranteed EAREE LR 9,192 - - 9,192 -

At 31 December 2010
#2010F12A31H

Total
On Within 6 months to undiscounted Carrying
demand 6 months 12 months amount amount
AN EES

A E SR ~NEARA +=1@A REFF 4R BREE

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

FETT FEIT FHIT FATT FHT

Trade and other payables B 5 R HE M RERFIE — 660 — 660 660
The contractual financial guarantees provided by the Company in AABIRENBARIZEEREELH ZA
respect of the borrowing facilities of its subsidiaries are disclosed in KBTS R AT 27 IR 5E - EHIEL 5L
note 27. As assessed by the directors, it is not probable that the 1% RERITTIARAERERE N ZEE
banks would claim the Company for losses in respect of the MAREIRE o hoh - RRFME R B IR
guarantee contracts. In addition, it is not probable that the TRATGEHEREERITTEE - At - W E

subsidiaries of the Company would default repayment of bank AR RERE N ZEEELEE -

borrowings. Accordingly, no provision for the Company’s obligation
under guarantees has been made.
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32.

33.

Capital Management

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concermn and to provide an
adequate return to stakeholders through the optimisation of the
debt and equity balance. The Group’s overall strategy remains
unchanged during the current and prior years.

The Group sets the amount of capital in proportion to its overall
financing structure. The Group manages the capital structure and
makes adjustments to it in the light of changes in economic
conditions and the risk characteristics of the underlying assets. In
order to maintain or adjust the capital structure, the Group may
adjust the amount of dividend paid to shareholders, return capital to
shareholders, issue new shares, or sell assets to reduce debt.

The gearing ratios as at the reporting date were as follows:

32.

REAFEEEFRAF

ExER

AEEEREEAN  UHEEARAEENER
ARELE - RREERER AT
& RRNERETEDR - ARENE
BRENAFERBEFEEFIE -

AEERAGNEBNERBETELS
B ARERERERRES REREE
MERER  EEEARBAFELRAE -
RERNAEERRE  AEEAERE
RN TFERROBEEHE  RRMERTRE -
BT EBERE

K& BN A EL DT

Short-term bank borrowings RERITIEE
Equity &N
Gearing ratio Bf5tt=

The Group targets to maintain the Group’s gearing ratio at a healthy
level as have achieved during the year.

Events after the Reporting Period

Save as disclosed elsewhere in these financial statements, there are
no other material events subsequent to 31 December 2011.
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Group

XEH
2011 2010
20114 20104
HK$°000 HK$°000
FET FEIT
9,192 =
58,436 30,377
16% =

AEBENERRAERRBENRMELE - ¥
ERFRZEE -

IREHEEIR

BB GERR LM T AEEEN 0 R
201112 A31 AW EZEEMBERS
IE o
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