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Chairman’s Statgmeh’f'x-

To our Shareholders

In 2011, the Group reported a loss attributable to
owners of the Company of HK$155.26 million. The
significant loss for the year is mainly attributable
to the recognition of an impairment loss in respect
of intangible assets of HK$290.74 million, which
was arisen from one of the management services
agreements being terminated on 12 September 2012.
The Group recorded a core profit before taxation and
major non-cash items of HK$72.83 million for 2011,
a 13.64% increase from HK$64.09 million for 2010.
Given the impairment loss in respect of intangible
assets is a non-recurring and non-cash item and the
equity attributable to owners of the Company as at
31 December 2011 stood at HK$1,237.64 million, we
consider that such impairment loss has no material
adverse impact on the business operations of the
Group and the financial position of the Group remains
sound.

During the year, we spent considerable efforts in
expanding our businesses into property investment.
In the second half of 2011, we acquired a residential
property with a car parking space in Tseung Kwan
O and eight storeys together with 11 car parking
spaces of an industrial building in Kwun Tong (the
“Kwun Tong Property”). Both the residential property
and the Kwun Tong Property are held as investment
properties for resale purpose. As the Kwun Tong
Property is located in between Millennium City Phrase
One and Phrase Two and the Hong Kong Government
has initiated a number of measures to redevelop
and revitalise industrial buildings in Hong Kong, we
are optimistic about the potential of the Kwun Tong
Property for generating an adequate capital gain to
the Group in the long run. Currently, we are working
to increase the occupancy rate of the Kwun Tong
Property in order to generate a stable rental income
stream to the Group.
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During the year, we created a fixed income portfolio
by subscribing for two convertible notes issued by two
listed companies, namely China Star Entertainment
Limited and Culture Landmark Investment Limited.
We consider that our fixed income portfolio provides
the Group with the flexibility to be benefited from a
stable interest income stream as well as the upside
of the share price performance of the issuers through
conversion of part or whole of the convertible notes
into shares in issuers as and when we consider
appropriate. To obtain a better yield, we extend our
coverage to pre-IPO convertible notes by identifying
private companies with strong potential for listing in
stock exchange.

To cope with the changing business environment and
to better compete for success in the years to come,
we continuously review our business operation to
ensure a lean overhead and cost effective operating
structure and actively identify potential investment
targets for expanding new business activities.

Finally, | would like to take this opportunity to extend
our appreciation to all fellow directors and employees
for their invaluable efforts, dedication and commitment
to the Group and to thank all shareholders and
business associates for their continuous support.

Lei Hong Wai
Chairman

Hong Kong, 21 March 2012
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Management Dis_c_:ussfan and Analysis

EERHARSN

FINANCIAL REVIEW
Results of operations

The Group recorded a turnover of HK$79,174,000
for the year ended 31 December 2011, a 1.25%
increase from HK$78,200,000 for the previous vyear.
Of the total turnover amount, HK$78,893,000 was
generated from provision of management services and
HK$281,000 was generated from property investment.
Loss attributable to owners of the Company for
the year ended 31 December 2011 amounted to
HK$155,255,000. The incurring of a loss for the
year was mainly attributable to the recognition of an
impairment loss in respect of intangible assets of
HK$290,741,000 and a loss arising on change in fair
value of financial assets at fair value through profit or
loss of HK$42,772,000, which were partly offset by a
gain on a bargain purchase of HK$52,837,000 and an
income tax credit of HK$32,598,000.

Cost of sales for the year ended 31 December 2011
amounted to HK$14,000, which is wholly related to
property investment. No cost of sales for provision
of management services was recorded as the Group
had ceased to operate the concierge services centre
at Shun Tak Centre in order to improve its cost
structure.

Investment and other income increased by 15.88%
from HK$13,299,000 in the year ended 31 December
2010 to HK$15,411,000 in the year ended 31
December 2011. This increase was mainly attributable
to the increases in dividend income and interest
income on bank deposits.
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Other gains and losses mainly represent gains and
losses arising on change in fair value of assets and
impairment losses of assets. Major items of other
gains and losses recorded during the year ended 31
December 2011 are as follows:

(@) The directors reassessed the recoverable
amounts of management services agreements
held by the Group at the end of financial year
with reference to the valuations performed by
an independent firm of professional valuers and,
in light of the management services agreement
with Dore Entretenimento Sociedade Unipessoal
Limitada (“Dore”), a licensed gaming promoter for
Wynn Macau, being terminated on 12 September
2012, an impairment loss on intangible assets of
HK$290,741,000 was recognised.

(b) At the end of financial year, the directors
reassessed the fair value of investment properties
held by the Group with reference to the property
valuations performed by independent firms
of professional valuers and a gain arising on
change in fair value of investment properties of
HK$1,412,000 was recognised.

(c) In the second half of 2011, the Group
subscribed for the first tranche of convertible
notes of HK$350,000,000 issued by China Star
Entertainment Limited (“China Star”, stock code:
326) and the convertible notes of HK$75,000,000
issued by Culture Landmark Investment
Limited (“Culture Landmark”, stock code: 674).
Accordingly, the Group recognised an imputed
interest income on convertible notes receivable
of HK$18,478,000.

(d) On 23 December 2011, the Group acquired the
entire issued share capital of Adelio Holdings
Limited (“Adelio”) at a cash consideration of
HK$262,022,000. As the net fair value of the
identifiable assets and liabilities of Adelio and
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Management Dis_c_:ussfan and Analysis

EERHARSN

its subsidiaries (the “Adelio Group”) exceeds the
cost of acquisition by HK$52,837,000, the Group
recognised a gain on a bargain purchase of
HK$52,837,000.

(e) Due to a downturn in Hong Kong equities in the
second half of 2011, the Group recognised a
loss arising on change in fair value of financial
assets at fair value through profit or loss of
HK$42,772,000.

Administrative expenses (before amortisation and
depreciation) amounted to HK$21,510,000 for the year
ended 31 December 2011, a 54.27% increase from
HK$13,943,000 for the previous year. This increase
was mainly attributable to an increase in legal and
professional fees resulted from increased corporation
activities in acquisitions and fund raising and an
increase in directors’ remuneration.

During the year ended 31 December 2011, Spark
Concept Group Limited (“Spark Concept”), an
associate company of the Group engaging in food and
beverage business in Hong Kong, and its subsidiaries
(the “Spark Concept Group”) contributed a loss of
HK$49 to the Group.

For the year ended 31 December 2011, the Group
recorded an income tax credit of HK$34,889,000
relating to the release of deferred tax liabilities arising
from impairment loss in respect of intangible assets,
which was partly offset by the current tax expense
of HK$2,283,000 and a deferred tax expense of
HK$8,000.

Liquidity and financial resources

During the year ended 31 December 2011, the Group
funded its operations through a combination of cash
generated from operations, equity attributable to
owners of the Company and issue of new shares.
Equity attributable to owners of the Company
decreased from HK$1,344,663,000 at 31 December
2010 to HK$1,237,636,000 at 31 December 2011.
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" Management Discussion and Analysis

At 31 December 2011, the cash and cash equivalents
of the Group amounted to HK$217,632,000 (31
December 2010: HK$989,625,000). The decrease in
cash and cash equivalents was mainly attributable
to the subscription of the first tranche of convertible
notes of HK$350,000,000 issued by China Star, the
payment of special dividend of HK$198,359,000,
the payment of consideration of HK$262,022,000
for acquiring the entire issued share capital of
Adelio, the repayment of promissory note payable
to Lafe Corporation Limited of HK$118,000,000
and the subscription of the convertible notes of
HK$75,000,000 issued by Culture Landmark, which
were partly offset by the net proceeds from the
Company'’s fund raising activities of HK$290,067,000.

At 31 December 2011, the Group had no borrowings.

Net current assets and current ratio

At 31 December 2011, the Group’s net current assets
and current ratio were HK$408,063,000 (31 December
2010: HK$994,811,000) and 22.60 (31 December
2010: 80.09), respectively.

Capital structure

During the year ended 31 December 2011, the capital
structure of the Company had the following changes:

(@ On 17 June 2011, the Company issued
220,280,000 new shares at a price of HK$0.135
per new share by way of top-up placing under
general mandate raising HK$29,378,000 (net of
expenses) for financing the proposed acquisition
of the entire issued share capital of Adelio.

(b) On 14 July 2011, the Company increased its
authorised share capital from HK$20,000,000 to
HK$100,000,000 by the creation of an additional
8,000,000,000 new shares of HK$0.01 each.
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(¢) On 15 August 2011, the Company issued
6,611,960,980 new shares at a subscription price
of HK$0.04 per new share by way of open offer
to the qualifying shareholders of the Company
on the basis of five new shares for every one
existing share held on 25 July 2011 raising
HK$260,689,000 (net of expenses) for financing
the proposed acquisition of the entire issued
share capital of Adelio.

(d) On 13 December 2011, the entire amount of
HK$482,493,000 standing to the credit of the
share premium account at 31 December 2010
was cancelled and such credit amount was
applied to the contributed surplus account
where it was utilised by the board of directors in
accordance with the bye-laws of the Company
and all applicable laws to eliminate the audited
accumulated losses of HK$491,790,000 at 31
December 2010 entirely.

Material acquisitions

During the year ended 31 December 2011, the Group
had the following material acquisitions:

(@ On 29 June 2011, the Group subscribed for
200,000,000 new shares in China Star at a
subscription price of HK$0.25 per new share
to which the Group was entitled to under the
rights issue as announced by China Star on
29 March 2011. The subscription price for the
200,000,000 new shares in China Star amounted
to HK50,000,000.

(b) On 7 July 2011, the Group subscribed for the first
tranche of convertible notes of HK$350,000,000
issued by China Star. The convertible notes are
unsecured, interest bearing at 8% per annum
and maturing on 6 July 2016. The convertible
notes entitle the holder thereof to convert the
outstanding principal amount of the convertible
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notes into new shares of China Star at an
adjusted conversion price of HK$0.36 per share
(subject to further adjustment).

(c) On 23 December 2011, the Group acquired the
entire issued share capital of Adelio at a cash
consideration of HK$262,022,000. The principal
assets of the Adelio Group are the whole of 1st
floor and the flat roof, the whole of 6th to 12th
floors, roof, external walls, two lavatories, three
lorry parking spaces and eight private car parking
spaces on the ground floor of an industrial
building located in Kwun Tong, Kowloon, Hong
Kong (the “Kwun Tong Property”) with a total
gross floor area of approximately 139,412 square
feet exclusive of lavatories, car parking spaces,
flat roof and roof.

(d) On 29 December 2011, the Group subscribed
for the convertible notes of HK$75,000,000
issued by Culture Landmark. The convertible
notes are unsecured, interest bearing at 12%
per annum and maturing on 28 December 2012.
The convertible notes entitle the holder thereof
to convert the outstanding principal amount of
the convertible notes into new shares of Culture
Landmark at an initial conversion price of
HK$0.08 per share (subject to adjustment).

Material disposals

During the year ended 31 December 2011, the Group
had no material disposals.

Pledge of assets

At 31 December 2011, no assets of the Group were
pledged.
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Commitments

At 31 December 2011, the Group had a material
commitment relating to the subscription of the second
tranche of convertible notes to be issued by China
Star in the principal amount of HK$300,000,000
pursuant to the conditional subscription agreement
dated 21 January 2011.

The subscription of the second tranche of convertible
notes is conditional upon the fulfillment of the
conditions precedent set out in the conditional
subscription agreement, including the availability of
sufficient fund by the Company, and shall be taken
place on or before 30 June 2012 (or such other date
as may be agreed by the Company and China Star in
writing).

Exchange risk and hedging

During the year ended 31 December 2011, the majority
of the Group’s transactions, assets and liabilities are
denominated in Hong Kong dollars. Accordingly, no
financial instruments for hedging purposes have been
used by the Group.

Contingent liabilities

At 31 December 2011, the Group had a material
contingent liability relating to a claim brought
by China Finance & Assets Management Limited
(“CFAM”) in the High Court Action No. 526 of 2010
against Rexdale Investment Limited, a wholly owned
subsidiary of the Company, for failing to pay a service
fee in the sum of HK$25,000,000 to CFAM.

No provision for the claim was made in the
consolidated financial statements of the Group for the
year ended 31 December 2011 as Lafe Corporation
Limited has undertaken to indemnify and keep
indemnified the Group against any and all losses,
claims, damages, penalties, actions, demands,
proceedings, judgment and costs arising from or in
connection with the claim.
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Employees and remuneration policy

At 31 December 2011, the headcount of the Group
was 12 (2010: 10). Staff costs (including directors’
remuneration) amounted to HK$5,517,000 (2010:
HK$3,463,000). In addition to basic salaries,
mandatory provident fund and discretionary bonus,
staff benefits include medical scheme and share
options.

OPERATIONS REVIEW

During the year ended 31 December 2011, no revenue
was generated from the Group’s film distribution
business as the Group was not able to secure quality
films at reasonable prices for distribution.

Hong Kong equities had a volatile and disappointing
year in 2011. By the year end, the Hang Seng Index
had fallen 20%. Equity investors in 2011 not only
had to face an ever-changing European sovereign
debt crisis and a seemingly intractable political
situation in the United States, but also a couple of
devastating natural disasters and stubbornly high
inflation throughout Asia. During the year, the Group
recorded a loss arising on change in fair value
of HK$42,772,000 for its sale of financial assets
business.

During the year ended 31 December 2011, the Group’s
provision of management services business generated
services fee income amounted to HK$78,893,000, a
7.18% increase as compared to the previous year.
This increase was mainly due to a strong growth in
Macau VIP gaming revenue in 2011. The directors
believe that such strong growth was leaded by the
increases in bet sizes and income of China citizens.
Having performed a cost and benefit analysis, the
Group has ceased to operate the concierge services
centre at Shun Tak Centre in order to improve its cost
structure.
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On 12 September 2011, the Group was informed by
Dore that the management services agreement dated
30 June 2008 entered into between the Group and
Dore would be terminated on 12 September 2012.
Given that the services fee income generated from
the management services agreement represents a
substantial portion of the revenue of the Group’s
provision of management services business, it is
expected that there will be a substantial decrease in
the revenue of the Group’s provision of management
services business from 12 September 2012. In
view of the management services agreement being
terminated on 12 September 2012, the Group
recognised an impairment loss on intangible assets
of HK$290,741,000. Upon the termination of the
management services agreement with Dore becoming
effective on 12 September 2012, the Group shall
continue to carry out the business of provision of
management services to the concierge department
of gaming promoter pursuant to the remaining
management services agreement held by it.

With a view to improve profitability and diversify
revenue sources, the Group expanded into property
investment business by entering into the following two
transactions:

(@) On 26 October 2011, the Group acquired the
entire issued share capital of Dynamic Eagle
Investments Limited at a cash consideration of
HK$6,500,000. The principal assets of Dynamic
Eagle Investments Limited are a residential
property together with a car parking space
located in Tseung Kwan O, New Territories, Hong
Kong. The Group intends to hold the residential
property and the car parking space as investment
properties for resale purpose.

(b) On 23 December 2011, the Group acquired
the entire issued share capital of Adelio at a
cash consideration of HK$262,022,000. The
principal asset of the Adelio Group is the Kwun
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Tong Property. The Group intends to hold the
Kwun Tong Property as an investment property
for resale purpose. A property agent has been
appointed as the sole and exclusive agent
responsible for the marketing activities in selling
the Kwun Tong Property in whole or in part. Sale
enquiries have been received by the property
agent but no sale negotiations have been taken
place up to the date of this annual report.

At 31 December 2011, the occupancy rate calculated
in gross floor area of the Kwun Tong Property
was 90%. Subsequent to the year end date, the
occupancy rate dropped from 90% to 37% due to the
non-renewal of certain tenancy agreements upon their
expiry. Marketing activities have been carried out for
leasing the vacant area of the Kwun Tong Property to
maximise ongoing rental income for the Group.

On 6 July 2011, Advance Top Limited, a then wholly
owned subsidiary of the Company, obtained the sole
and exclusive right and master license relating to
establish, operate, manage the franchise business
of selling noodles, drinks and related Japanese food
products from a Japanese Corporation. The sole and
exclusive right and master license is for a period of
ten years until 14 July 2021 covering the Greater
China Region. On 15 December 2011, the Group
entered into an arrangement with an independent
third party in which the Group sold the entire issued
share capital of Advance Top Limited to Spark
Concept at a cash consideration of HK$1 and then
acquired 49% equity interest in Spark Concept from
the independent third party at a cash consideration of
HK$49. Upon completion of the arrangement, Spark
Concept is owned as to 51% by the independent
third party and as to 49% by the Group and has
three operating arms in Hong Kong, which are a
fine dining business, a wine trading business and
a Japanese noodles business. As the independent
third party has professional expertise in food and
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beverage and managing restaurants in Hong Kong,
the directors consider that such arrangement enables
the Group to expand and manage its investment in
food and beverage business in an effective manner.
Such arrangement resulted a gain on disposal of
subsidiaries of HK$422,000 to the Group. The fine
dining business and the wine trading business have
been in operation with a positive operating cash flow
in the year ended 31 December 2011. In December
2011, the Spark Concept Group has commenced pre-
operating activities, including sourcing ingredients
of noodles and seeking suitable location for noodle
shop, for opening up a Japanese noodle shop. As the
Group owns 49% equity interest in Spark Concept,
the financial results of Spark Concept are accounted
for by the Group under equity method of accounting.
For the year ended 31 December 2011, the Spark
Concept Group recorded a loss of HK$427,000. Given
that the Group’s investment cost in Spark Concept
amounted to HK$49, the Group’s share of loss of
associate for the year ended 31 December 2011 was
limited to HK$49.

On 29 June 2011, the Group subscribed for
200,000,000 new shares in China Star at a
subscription price of HK$0.25 per new share to
which the Group was entitled to under the rights
issue as announced by China Star on 29 March
2011. The reasons for the Group to subscribe for
the 200,000,000 new shares in China Star are to
maintain its substantial level of shareholding interest
in China Star and facilitate the rights issue for raising
additional capital to strengthen China Star’s capital
base. As a result of the subscription, the number of
shares in China Star held by the Group increased from
68,000,000 (adjusted for the capital reorganisation
of China Star becoming effective on 9 May 2011) to
268,000,000, representing approximately 13.64% of
the issued share capital of China Star. As the closing
price per share in China Star dropped to HK$0.22 on
30 December 2011, a loss arising on the revaluation
of available-for-sale financial assets of HK$44,780,000
was recognised in the consolidated statement of
comprehensive income.
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For the purpose of creating a fixed income portfolio,
the Group subscribed for the following two convertible
notes during the year ended 31 December 2011:

(@) On 7 July 2011, the Group subscribed for the first
tranche of convertible notes of HK$350,000,000
issued by China Star pursuant to the conditional
subscription agreement dated 21 January 2011.
The convertible notes are unsecured, interest
bearing at 8% per annum and maturing on 6
July 2016, which is the fifth anniversary of the
date of their issue. The convertible notes carry
rights entitling the holder thereof to convert their
principal amount into new shares in China Star
at an adjusted conversion price of HK$0.36 per
share (subject to further adjustment).

(b) On 29 December 2011, the Group subscribed
for the convertible notes of HK$75,000,000
issued by Culture Landmark. The convertible
notes are unsecured, interest bearing at 12%
per annum and maturing on 28 December 2012.
The convertible notes carry rights entitling the
holder thereof to convert their principal amount
into new shares in Culture Landmark at an initial
conversion price of HK$0.08 per share (subject
to adjustment).

The directors consider that the subscription for the
two convertible notes enables the Group to participate
in the development of China Star and Culture
Landmark and provides the Group with the flexibility
to be benefited from the interest income as well as
the upside of the share price performance of China
Star and Culture Landmark through conversion of part
or whole of the convertible notes into shares in China
Star and Culture Landmark as and when the Group
considers appropriate.
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Pursuant to the conditional subscription agreement
dated 21 January 2011 and entered into between
the Company and China Star, the completion of
subscription of the second tranche of convertible
notes of HK$300,000,000 shall take place on or
before 30 June 2012 (or such other date as may
be agreed by the Company and China Star in
writing). The subscription of the second tranche of
convertible notes is conditional upon the fulfillment
of the conditions precedent set out in the conditional
subscription agreement, including the availability of
sufficient fund by the Company. Please refer to the
Company’s circular dated 25 May 2011 for more
details.

FUTURE PROSPECTS

The directors believe that the challenge for 2012
is finding a solution to the European sovereign
debt crises that supports European banks without
severely hampering the European economy. Given
that economic and market uncertainty remains very
high while consumer and investor confidence is
correspondingly low, market volatility is likely to
remain high in 2012. As such, the Group adopts a
more conservative attitude towards its sale of financial
assets business.

As the termination of the management services
agreement with Dore becomes effective on 12
September 2012, there will be a substantial
decrease in the revenue of the Group’s provision of
management services business for the year ending 31
December 2012. Given that the Group has expertise
in provision of management services available, the
directors are actively exploring opportunities in
providing management services to the concierge
departments of other gaming promoters in Macau
in order to revitalise the Group’s provision of
management services business.
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In the second half of 2011, the Group has
successfully expanded into property investment
business by acquiring the Kwun Tong Property and
the residential property together with the car parking
space in Tseung Kwan O, New Territories, Hong
Kong. Marketing activities have been carried out
to improve the occupancy rate of the Kwun Tong
Property in order to maximise ongoing rental income
to the Group. For the residential property and the
car parking space, the Group intends to sell it for a
capital gain as and when appropriate.

To broaden its business portfolio and revenue
sources, the Group acquired a money lender
business in January 2012. The Group will continue to
cautiously monitor the business environment, focus
on its existing business, implement prudent cost
control strategies and identify potential investment
opportunities to maximise the returns of the
Company’s shareholders.

EVENTS AFTER THE REPORTING PERIOD

Subsequent to 31 December 2011, the Group had the
following material events:

(@) On 5 January 2012, Wingo Consultants Limited
(now known as Eternity Finance Group Limited),
a wholly owned subsidiary of the Company,
acquired the entire issued shares in and the
sale loan due by Hong Kong Builders Finance
Limited from Koffman Financial Group Limited, an
independent third party, at a cash consideration
of HK$33,069,172. Hong Kong Builders Finance
Limited is carrying on a business as a money
lender in Hong Kong.
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On 7 March 2012, Dynamic Eagle Investments
Limited, a wholly owned subsidiary of the
Company, entered into a provisional sale and
purchase agreement with an independent third
party relating to disposal of the residential
property located at Tseung Kwan O, New
Territories, Hong Kong at a cash consideration
of HK$7,950,000. Completion of disposal is
expected to be taken place on or before 4 May
2012.

On 19 March 2012, Eternity Finance Group
Limited (formerly known as Wingo Consultants
Limited) entered into a conditional subscription
agreement with Koffman Corporate Service
Limited (“Koffman”), an independent third
party, relating to the proposed subscription of
convertible note to be issued by Koffman in
the principal amount of HK$27,000,000 at its
face value. The convertible note is unsecured,
non-interest bearing and maturing on the third
anniversary of the date of its issue. Provided that
the convertible note has not been redeemed,
the whole convertible note shall automatically
be converted into shares in Koffman upon the
success of initial public offering of Koffman’s
shares at the price of initial public offering. Any
amount of the convertible note which remains
outstanding on maturity date shall be redeemed
by Koffman at its then outstanding principal
amount plus a premium calculated at 20% of the
then outstanding principal amount.
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CORPORATE GOVERNANCE PRACTICES

The board of directors of the Company (the “Board”)
is committed to maintaining high standards of
corporate governance, in line with the principles of the
code provisions of the Code on Corporate Governance
Practices (the “Code”) as set out in Appendix 14 of
the Rules (the “Listing Rules”) Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

In the opinion of the Board, the Company has
complied with the Code throughout the year ended 31
December 2011, except for:

(i) the roles of the Chairman and Chief Executive
Officer are not segregated and are exercised by
the same individual; and

(i) the non-executive directors of the Company are
not appointed for a specific term but are subject
to retirement by rotation and re-election pursuant
to the Company’s bye-laws.

The Board periodically reviews and improves the
corporate governance practices and standards of
the Company with a view to continuously improve
the Company’s corporate governance practices by
assessing their effectiveness with evolving standards
to meet changing circumstances and needs.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for
Securities Transactions by Directors of Listed Issuers
(the “Model Code”) as set out in Appendix 10 of
the Listing Rules for securities transactions by the
directors of the Company. All the members of the
Board have confirmed that they have complied with
the required standard as set out in the Model Code
throughout the year ended 31 December 2011.
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FINANCIAL REPORTING

The Board is responsible for presenting a balanced,
clear and comprehensible assessment of the
Company’s annual and interim reports, price-sensitive
announcements and other financial disclosure required
under the Listing Rules.

The directors acknowledge that it is their
responsibilities for the preparation of the financial
statements of the Group and ensure that the
financial statements are in accordance with statutory
requirements and applicable accounting standards.
The directors also ensure that the timely publication
of the financial statements of the Group.

The directors confirm that, to the best of their
knowledge, information and belief, having made
all enquires, they are not aware of any material
uncertainties relating to events or conditions that may
cast significant doubt upon the Company’s ability to
continue as a going concern.

The statement of the external auditors of the
Company, HLB Hodgson Impey Cheng, about their
reporting responsibilities on the consolidated financial
statements of the Group is set out in the Independent
Auditors’ Report on pages 49 to 51.

BOARD OF DIRECTORS

The Board is responsible for the leadership and
control of the Company and oversees the Group’s
businesses, strategic direction and financial
performance. The management, consisting of
executive directors along with other senior executives,
is delegated the authority and responsibility by the
Board for the management of the Group. In addition,
the Board has also delegated various responsibilities
to the four committees, namely the Audit Committee,
the Remuneration Committee, the Nomination
Committee and the Finance Committee, to assist
the Board in discharging its duties and to oversee
particular aspects of the Group’s activities.
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BOARD OF DIRECTORS (Continued)

Decisions on important matters are specifically
reserved to the Board while decisions on the Group’s
general operations are delegated to the management.
Important matters include those affecting the Group’s
strategic policies, major investment and funding
decisions and major commitments relating to the
Group’s operations.

The day-to-day management of the Group is
delegated to the management. This delegation of
authority includes responsibility for developing and
formulating business plans and budgets of the Group
for the Board’s approval, operating the Group’s
businesses within the parameters set by the Board,
keeping the Board informed of material developments
of the Group’s businesses, identifying and managing
operation and other risk and implementing the policies
and processes approved by the Board.

The composition of the Board reflects the necessary
balance skills and experience desirable for effective
leadership of the Company and independence in
decision-making.

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

Executive directors:
Mr. Lei Hong Wai
Chairman and Chief Executive Officer
Mr. Cheung Kwok Wai, Elton
(appointed on 1 February 2011)
Mr. Chan Kin Wah, Billy

Non-executive director:

Mr. Cheung Kwok Fan
(appointed on 31 August 2011)
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BOARD OF DIRECTORS (Continued)
Independent non-executive directors:

Mr. Wan Shing Chi
Mr. Ng Heung Yan

(appointed on 31 August 2011)
Mr. Wong Tak Chuen

(appointed on 7 November 2011)
Mr. Tang Chak Lam, Gilbert

(resigned on 31 August 2011)
Mr. Hung Hing Man

(resigned on 7 November 2011)

Biographical details of the directors as at the date
of this report are set out under the section headed
“Biographical Details of Directors” on pages 45 to 48.

Save and except for Mr. Cheung Kwok Wai, Elton
and Mr. Cheung Kwok Fan are brothers, there is no
relationship between members of the Board.

During the year ended 31 December 2011, the Board
at all times met the requirements of the Listing
Rules relating to the appointment of at least three
independent non-executive directors with at least
one independent non-executive director possessing
appropriate professional qualifications, or accounting
or related financial management expertise.

The Company has received from each of the
independent non-executive directors an annual written
confirmation of his independence pursuant to Rule
3.13 of the Listing Rules. The Company considers
all of the independent non-executive directors are
independent.
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BOARD OF DIRECTORS (Continued) EEg )
34 Board meetings were held during the year. The FACRITHUREEEEE MBES2H
attendance of each director is set out below: ERHHIMT
Number of
meetings attended
Name of director BEpZ HESERY
Mr. Lei Hong Wai SRELE 34/34
Mr. Cheung Kwok Wai, Elton (appointed on 1 February 2011) ERBLE(R-E——E-f-RESH) 32/34
Mr. Chan Kin Wah, Billy REELE 33/34
Mr. Cheung Kwok Fan (appointed on 31 August 2011) REBLE(R-E-——-ENA=T-HEZER) 12/34
Mr. Wan Shing Chi FRELE 34/34
Mr. Ng Heung Yan (appointed on 31 August 2011) RECEER=B-—FNA=T-REZH) 12/34
Mr. Wong Tak Chuen (appointed on 7 November 2011) BERAE(R-2——F+-BLAEZER) 7/34
Mr. Tang Chak Lam, Gilbert (resigned on 31 August 2011) BEMEE(R=2——F\A=T-HEf) 22/34
Mr. Hung Hing Man (resigned on 7 November 2011) AENEE(R=B-—FE+-ALARE) 27134
CHAIRMAN AND CHIEF EXECUTIVE FERITHAR
OFFICER
During the year ended 31 December 2011, Mr. Lei BE—Z——F+-A=+—HLFER  =F
Hong Wai has taken up the roles of the Chairman BERERAELEEIRARESEEIFERITEES -
of the Board and the Chief Executive Officer of the THREEBEERERT  UTREEEERE
Company. Mr. Lei possesses essential leadership KERATHEEBEELR -EEGRAE . BAl
skills and has extensive experience in corporate HE-AEEEERITHREZRZABIUALE
management and business development. The Board ERUEEREH —B2EE  UFEREXEK
is of the view that currently vesting the roles of the K2 EBRE - ARRBITEABR °

Chairman and the Chief Executive Officer in the same
person provides the Group with strong and consistent
leadership and allows for more effective and efficient
business planning and decisions as well as execution
of long-term business strategies.
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TERMS OF NON-EXECUTIVE DIRECTORS

Code provision A.4.1 of the Code requires that non-
executive directors should be appointed for a specific
term, subject to re-election. The term of office for the
non-executive directors of the Company is subject to
retirement from office by rotation and is eligible for
re-election in accordance with the provisions of the
Company’s bye-laws. At each annual general meeting,
one-third of the directors for the time being, (or, if
their number is not a multiple of three, the number
nearest to but not less than one-third) shall retire
from office by rotation, provided that every director
shall be subject to retirement by rotation at least once
every three years. As such, the Company considers
that such provision is sufficient to meet the underlying
objective of this code provision.

BOARD COMMITTEES

The Board has established four committees with
clearly defined written terms of reference. The main
roles and responsibilities of these committees,
including all authorities delegated to them by the
Board, as set out in the terms of reference, are
published on the Company’s website, www.eternityinv.
com.hk. The independent views and recommendations
of the four committees ensure proper control of the
Group and the continual achievement of the high
corporate governance standards expected of a listed
company. The chairman of each committee reports the
outcome of the committee’s meetings to the Board for
further discussions and approvals.

The majority of the members of each board
committees are independent non-executive directors.
The board committees are provided with sufficient
resources to discharge their duties and, upon
reasonable request, are able to seek independent
professional advice in appropriate circumstances, at
the Company’s expenses.
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BOARD COMMITTEES (Continued)

Remuneration Committee

The Remuneration Committee comprises two
independent non-executive directors, namely Mr. Wan
Shing Chi and Mr. Ng Heung Yan, and one executive
director, namely Mr. Lei Hong Wai. Mr. Lei Hong Wai
is the chairman of the Remuneration Committee.

The Remuneration Committee is responsible for
making recommendations to the Board on the
Company’s remuneration policy and structure of
directors and senior management. The Remuneration
Committee is also responsible for establishing a
formal and transparent procedure for developing
policy on such remuneration policy and structure to
ensure that no director or any of his associates will
involve in deciding his own remuneration.

In determining any specific package for directors, the
Remuneration Committee takes into account factors
such as salaries paid by comparable companies,
time commitment, responsibilities of the directors,
employment conditions elsewhere in the Group and
whether any part of the remuneration package should
be performance-based.
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BOARD COMMITTEES (Continued)
Remuneration Committee (Continued)

During the year ended 31 December 2011, four
Remuneration Committee meetings were held to
approve the remuneration packages of the proposed
directors and to review the remuneration packages of
the directors. The attendance of each member is set
out below:

EEZEE(#)
FMEES(AE)

BE_Z-——H+-A=1+—-HLFER %
WESSCRTHAER  UHLERBESZ
FHESBREBNESZHFHETE - EREZH
JERESREIIMT

Number of
meetings attended

Name of member RE®E HESERY
Mr. Lei Hong Wai TRBEEE 4/4
Mr. Wan Shing Chi FHELE 4/4
Mr. Ng Heung Yan (appointed on 31 August 2011) RECEE(R=ZE-—ENA=ZT-BEZH) 1/4
Mr. Tang Chak Lam, Gilbert (resigned on 31 August 2011) HEMEE(R=E——FENA=1+—-HFT) 3/4

Nomination Committee

The Nomination Committee comprises one executive
director, namely Mr. Lei Hong Wai, and two
independent non-executive directors, namely Mr. Wan
Shing Chi and Mr. Ng Heung Yan. Mr. Lei Hong Wai is
the chairman of the Nomination Committee.

The main function of the Nomination Committee is to
review the structure, size and composition (including
the skills, knowledge and experience) of the Board
on a regular basis and make recommendations to
the Board regarding any proposed changes, identify
individuals suitable and qualified to become Board
members and select or make recommendations to
the Board on the selection of, individuals nominated
for directorships and assess the independence of
independent non-executive directors. In addition,
the Nomination Committee makes recommendations
to the Board on relevant matters relating to the
appointment or re-appointment of directors and
succession planning for directors in particular, the
Chairman and the Chief Executive Officer.
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BOARD COMMITTEES (Continued)

Nomination Committee (Continued)

During the year ended 31 December 2011, four
Nomination Committee meetings were held to
approve the appointment of executive directors and
independent non-executive directors and to review
the structure, size and composition of the Board. The
attendance of each member is set out below:

o Corporate Governance Report

ERELIRSE

EEZEE(#)
REZEG(A)

REEZZ-——F+-A=1t—HLEFER
REZESCHETHRER  UUEREHT
EERBIUFNTES URBRNESSE
BBAERKE - EREZHETHEETIW
T

Number of
meetings attended

Name of member REH®E LEERERY
Mr. Lei Hong Wai SRELE 4/4
Mr. Wan Shing Chi FRELE 4/4
Mr. Ng Heung Yan (appointed on 31 August 2011) RACEE(R=B--ENA=+-HEZR) 2/4
Mr. Tang Chak Lam, Gilbert (resigned on 31 August 2011) BENELE(R-2——F\A=T-HER) 2/4

Finance Committee

The Finance Committee comprises one executive
director, namely Mr. Chan Kin Wah, Billy, and one
independent non-executive director, namely Mr. Wong
Tak Chuen. Mr. Chan Kin Wah, Billy is the chairman
of the Finance Committee.

The main function of the Finance Committee is to
review and approve banking facilities and financial
instruments to be granted or issued by the Company
for the Group’s needs, the provision of corporate
guarantees by the Company for its subsidiaries and
associates, financial assistant of the Company and
the provision of financing to third parties.

During the year ended 31 December 2011, no Finance
Committee meeting was held.
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BOARD COMMITTEES (Continued)
Audit Committee

The Audit Committee comprises three independent
non-executive directors, namely Mr. Wong Tak Chuen,
Mr. Wan Shing Chi and Mr. Ng Heung Yan. Mr. Wong
Tak Chuen is the chairman of the Audit Committee.

The main function of the Audit Committee is to
assist the Board to oversee the financial reporting
system, risk management and internal control
procedures and the external audit function. The Audit
Committee reviews the interim and annual reports
before submission to the Board for approval. The
Audit Committee annually assesses the appointment
of the external auditors, taking into account the
quality and rigor of the audit, the quality of the audit
service provided, the auditing firm’s quality control
procedures, relationships between the external
auditors and the Company, and the independence of
the external auditors.

During the year ended 31 December 2011, two Audit
Committee meetings were held to review with the
external auditors the audited consolidated financial
statements for the year ended 31 December 2010
and the unaudited consolidated financial statements
for the six months ended 30 June 2011, review the
reports on internal control system of the Group
and discuss with the management and the external
auditors the accounting policies and practices which
may affect the Group and financial reporting matters.
The attendance of each member is set out below:

EEZEE(#)
EREEE
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AL ANER 2 REERGEMH®RE - FHAX
SEAMPEERGE 2 REREEEERINEZ
B EARERYBREEEZS
AHREER  c EREZHFECHEHIIMT ¢

Number of

meetings attended

Name of member RE%E LEERERY
Mr. Wong Tak Chuen (appointed on 7 November 2011) BEEEE(R-B——-FET-ALHEZER) 072
Mr. Wan Shing Chi FRELE 2/2
Mr. Ng Heung Yan (appointed on 31 August 2011) RECEER=B-—FNA=t-PEZH) 072
Mr. Tang Chak Lam, Gilbert (resigned on 31 August 2011) PEMEE(R=B-—ENA=T—-HEH) 2/2
Mr. Hung Hing Man (resigned on 7 November 2011) AEXRE(R=B-——F+-ALHEAR) 2/2
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BOARD COMMITTEES (Continued)

Audit Committee (Continued)

At the meeting held on 19 March 2011, the Audit
Committee concluded that it was satisfied with its
review of the audit fee, process and effectiveness,
independence and objectivity of HLB Hodgson Impey
Cheng. In March 2012, the practice of HLB Hodgson
Impey Cheng was reorganised as HLB Hodgson Impey
Cheng Limited. The Audit Committee has therefore
recommended to the Board that HLB Hodgson Impey
Cheng Limited be nominated for appointment as the
Company’s external auditors at the annual general
meeting in 2012.

INDEPENDENT AUDITORS’ REMUNERATION

During the year, the Company engaged HLB
Hodgson Impey Cheng to perform audit services
and non-audit services and incurred audit services
fees of HK$680,000 and non-audit services fees of
HK$1,119,000.

INTERNAL CONTROLS

The Board is responsible for overseeing the Group’s
internal control system and to ensure that a sound
and effective internal control system is maintained.
The Board is responsible for approving and reviewing
internal control policy while the responsibility of
day-to-day management of operational risks and
implementation of mitigation measures lies with
the management. As the internal control system is
designed to manage the Group’s risks within an
acceptable risk profile, rather than to eliminate the risk
of failure, and to achieve the business objectives of
the Group. Accordingly, it can only provide reasonable
assurance but not absolute assurance against material
misstatement of management and financial information
and records or against financial losses or fraud.
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INTERNAL CONTROLS (Continued)

Key control procedures of the Group’s internal control
system are as follows:

° Segregation of duties and functions of the
respective operational departments of the Group

° Monitoring the strategic plan and performance

° Designing an effective accounting and
information system

° Controlling price-sensitive information

The Board has established an on-going process for
identifying, evaluating and managing the significant
risks faced by the Group and this process includes
updating the internal control manual when there
are changes to business environment or regulatory
guidelines.

The Group has conducted an annual review of the
effectiveness of its internal control system covering
all material controls, including financial, operational
and compliance as well as risk management. Besides
the Group has also engaged HLB Hodgson Impey
Cheng Consultants Limited (the “Consultant”) to
conduct review and make recommendations for the
improvement and strengthening of the internal control
system.

The review by the Consultant is conducted with
reference to the principles outlined in Internal
Control and Risk Management — A Basic Framework
issued by the Hong Kong Institute of Certified
Public Accountants. The assessment covers the
major internal controls and measures, including
financial, operational and compliance as well as
risk management. Any material non-compliance or
failures in internal controls maintained by the Group’s
management and relevant recommendations for
improvements are reported to the Audit Committee.
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INTERNAL CONTROLS (Continued)

Based on the assessments made by the Consultant,
the Audit Committee and the Board considered
that the key areas of the Group’s internal control
system are reasonably implemented with room for
improvement. The Group shall use its best endeavour
to implement the recommendations made by the
Consultant in order to further improve the internal
control system.

COMMUNICATION WITH SHAREHOLDERS

The Company reports to its shareholders twice a year.
Interim and annual results are announced to keep
shareholders informed of the Group’s performance
and operations. The general meetings of the Company
provide a forum for communication between the
shareholders and the Board. All shareholders are
encouraged to attend the annual general meeting
to discuss the progress of the Group’s business.
The Chairman of the Board as well as chairman of
the Audit Committee, Remuneration Committee,
Nomination Committee and Finance Committee, or
in their absence, other members of the respective
committees, and where applicable, the independent
Board Committee, are available to answer questions
at the shareholders’ meeting. Separate resolutions
are proposed at shareholders’ meeting on each
substantial issue, including the re-election of
directors. Our corporate website which contains
corporate information, interim and annual reports,
announcements and circulars issued by the Company,
enables the Company’s shareholders to access
information on the Group on a timely basis.
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Report of the Diféctors
ESOEED

—

The directors present their annual report and the
audited consolidated financial statements of the
Group for the year ended 31 December 2011.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The
principal activities of its subsidiaries and associates
are set out in notes 32 and 20 respectively to the
consolidated financial statements.

RESULTS AND APPROPRIATION

The results of the Group for the year ended 31
December 2011 are set out in the consolidated
income statement on page 52.

During the year ended 31 December 2011, the
directors declared and paid a special dividend of
HK$0.025 per share totaling HK$198,359,000 to the
shareholders.

The directors do not recommend the payment of a
final dividend for the year ended 31 December 2011
(2010: Nil). No interim dividend was paid during the
year (2010: HK$0.03 per share).

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities
of the Group for the last five financial years ended 31
December 2011 is set out on page 207.

FIXED ASSETS

Details of movements during the year in the property,
plant and equipment and investment properties of the
Group are set out in notes 17 and 18 respectively to
the consolidated financial statements.
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SHARE CAPITAL

Details of movements during the year in the share
capital of the Company are set out in note 29 to the
consolidated financial statements.

PURCHASE, SALE AND REDEMPTION OF
THE COMPANY'’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s
listed securities during the year ended 31 December
2011.

RESERVES

Details of movements during the year in the reserves
of the Group and of the Company are set out in the
consolidated statement of changes in equity on pages
57 to 58 and in note 33 to the consolidated financial
statements respectively.

DISTRIBUTABLE RESERVES
The Company’s reserves available for distribution

to shareholders at 31 December 2011 amounted to
HK$407,731,000 (2010: HK$126,522,000).
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DIRECTORS

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

Executive directors:

Mr. Lei Hong Wai
Chairman and Chief Executive Officer
Mr. Cheung Kwok Wai, Elton
(appointed on 1 February 2011)
Mr. Chan Kin Wah, Billy

Non-executive director:

Mr. Cheung Kwok Fan
(appointed on 31 August 2011)

Independent non-executive directors:

Mr. Wan Shing Chi
Mr. Ng Heung Yan

(appointed on 31 August 2011)
Mr. Wong Tak Chuen

(appointed on 7 November 2011)
Mr. Tang Chak Lam, Gilbert

(resigned on 31 August 2011)
Mr. Hung Hing Man

(resigned on 7 November 2011)

In accordance with the provisions of the Company’s
bye-laws, Mr. Cheung Kwok Fan, Mr. Ng Heung Yan
and Mr. Wong Tak Chuen retire by rotation and, being
eligible, offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the
forthcoming annual general meeting has a service
contract which is not determinable by the Group
within one year without payment of compensation
(other than statutory compensation).
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_ Report of the Directors
i EEERE

DIRECTORS’ AND CHIEF EXECUTIVE’S EERFTETHAERROREREZ
INTERESTS IN SHARES AND SHARE =

OPTIONS

At 31 December 2011, the interests of the directors R-B——F+=—_A=+—H8 ' Z#AXQXFR
and chief executive of the Company and their EEAERHERHEISEEE 2 X RMmAR
associates in the shares and share options of B RBARABRBERARBELHBITAES
the Company and its associated corporations, as ETRSFRINBRESRIERY  XQAFE
recorded in the register maintained by the Company ERFTETHAEBRBEZHBEALIRAERLF
pursuant to Section 352 of the Securities and Futures REEB LB RO RBREFEE RN
Ordinance, or as otherwise notified to the Company T

and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed
Issuers, were as follows:

Long positions HE
a. Ordinary shares of HK$0.01 each of the a. ARAEREEOOIETZEER
Company
Percentage of
Number of the issued share
issued ordinary capital of the
shares held Company
Name of director Notes Capacity BEzZE#1T HARNTE BT
BEENA WE 56 ZBEREE Nl g
Mr. Lei Hong Wai Beneficial owner 1,321,680,000 16.66%
ZHELE ERBEAA
Mr. Cheung Kwok Fan 1 Held by controlled 636,000,000 8.02%
REIE 4 corporation
ZEF AT 2
Mr. Cheung Kwok 2 Other 636,000,000 8.02%
Wai, Elton Hit
REELE
Mr. Chan Kin Wah, Billy Beneficial owner 1,320,000 0.02%
PR 4 BEREEA
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN SHARES AND SHARE
OPTIONS (Continued)

EERFETBRAERROKEREZ
RE (%)

Long positions (Continued) HE(E)
b. Share options b. BRE
Number of
share options Number of

Name of director Capacity held underlying shares
ExpnE 54 BFEzBREHE HEROGHE
Mr. Lei Hong Wai Beneficial owner 93,965 93,965
THERE EREEA
Mr. Cheung Kwok Wai, Elton Beneficial owner 79,300,000 79,300,000
REIE AL BEREAA
Mr. Chan Kin Wah, Billy Beneficial owner 30,993,965 30,993,965
PRIEZE 4 EREBA
Notes: Mt
1. Thought Diamond International Limited is wholly 1. Thought Diamond International Limited

owned by Mr. Cheung Kwok Fan.

2. Mr. Cheung Kwok Wai, Elton is the elder brother of
Mr. Cheung Kwok Fan. Mr. Cheung Kwok Wai, Elton
is deemed to be interested in the shares held by
Though Diamond International Limited.

Other than the holdings disclosed above, none of the
directors, chief executive and their associates had any
interests or short positions in any shares, underlying
shares or debentures of the Company or any of its
associated corporations at 31 December 2011.
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SHARE OPTIONS

Particulars of the Company’s share option scheme

are set out in note 39 to the consolidated financial

statements.

The following table discloses movements in the

Company’s share options during the year:

Report of the Directors
EFERE

IR HERT &

AOEBRE B BEN GRS M B RRME

39 ¢

TREEBEARANRFRAZBREZE) :

Number of share options

ERE#A
Outstanding
Outstanding at 31
at 1 January Adjusted December
2011 Granted Exercised Lapsed for open offer 2011
Share R-E--% during during during (notg)  RZE--%
option type -B-H the year the year the year HAMBEHRE T-B=t-H
BRESH WA RERRH RERTE RERKH (Hit) HAGTE
Directors and chief executive
ESRIEAHAR
Mr. Lei Hong Wai 2002 50,485 - - - 6,156 56,641
BERAE 20078 33,267 - - - 4,057 37,324
2010 1,064,096 - - (1,064,096) - -
1,147,848 - - (1,064,096) 10,213 93,965
Mr. Cheung Kwok Wai, Elton
RERLE 2011 - 79,300,000 - - - 79,300,000
Mr. Chan Kin Wah, Billy 2004 50,485 - - - 6,156 56,641
Rzt 20078 33,67 - - - 4,057 37,324
2010 1,064,096 - - (1,064,096) - -
2011 - 30,900,000 - - - 30,900,000
1,147,848 30,900,000 - (1,064,096) 10,213 30,993,965
Total directors and chief executive
EESEETTIN-Ch 2,295,696 110,200,000 - (2,128,192) 20,426 110,387,930
Employees and consultants 2002 151,455 - - - 18,470 169,925
EERER 2004 242,541 - - - 29,578 212,119
2007A 160,701 - - - 19,597 180,298
20078 774,482 - - - 94,448 868,930
2010 11,452,338 - - (11,452,338) - -
Total employees and consultants
EERBRAAT 12,781,517 - - (11,452,338 162,093 1,491,272
Total
b 15,077,213 110,200,000 - (13,580,530) 182,519 111,879,202
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SHARE OPTIONS (Continued)

Note: The exercise prices and number of outstanding share
options are adjusted for the open offer as completed on
15 August 2011.

The closing price of the Company’s shares
immediately before 20 October 2011, the date of grant
of the 2011 options, was HK$0.045.

ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

Other than the share option holdings disclosed above,
at no time during the year was the Company, or any
of its subsidiaries or fellow subsidiaries, a party to any
arrangements to enable the directors of the Company
to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other
body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contracts of significance to which the Company
or any of its 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.

MANAGEMENT CONTRACT

No contracts concerning the management and
administration of the whole or any substantial part
of the business of the Company were entered into or
existed during the year.
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SUBSTANTIAL SHAREHOLDERS

At 31 December 2011, the register of substantial
shareholders maintained by the Company pursuant to
Section 336 of the Securities and Futures Ordinance
shows that the following shareholders had notified
the Company of relevant interests in the issued share
capital of the Company.

Long positions

a. Ordinary shares of HK$0.01 each of the

Report of the Directors
EFERE

EFERR
R=ZB——F+=A=+—-8 ARAREH
HRAERPIEIBREEZTERRE M

BR TIHRREAREBARACHITREZ
FREEAEARAT !

"R

a. ARAEKEE01EBTZEEK

Company
Percentage of
Number of  the issued share
issued ordinary capital of the
shares held Company
Name of shareholder Notes  Capacity BEZERT ERARERT
REEZR Wz gt LERYE BRAFDL
Mr. Lei Hong Wai Beneficial owner 1,321,680,000 16.66%
THBEE ERBEA
Thought Diamond International Limited 1 Beneficial owner 636,000,000 8.02%
ERBEA
Mr. Cheung Kwok Fan Held by controlled corporation 636,000,000 8.02%
REHLE REHAAZER
Mr. Cheung Kwok Wai, Elton Other 636,000,000 8.02%
REVBEE Hft
Asia Vest Partners VIl Limited Held by controlled corporation 1,294,921 9.95%
REH AR ER
Asia Vest Partners X Limited Held by controlled corporation 1,294,921 9.95%
REF AR #R
Asia Vest Partners Limited Held by controlled corporation 1,294,921 9.95%
CELINGIP
Mr. Andrew Nan Sherrill Held by controlled corporation 1,294,921 9.95%

HEREE
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SUBSTANTIAL SHAREHOLDERS (Continued) FTERRE)

Long positions (Continued) HE(E)

b. Share options b. BRE

Number of
share options Number of

Name of shareholder Capacity held underlying shares
IRR & B 54 BEZEBRERE HERGEE
Mr. Lei Hong Wai Beneficial owner 93,965 93,965
TREERE BEREREA
Mr. Cheung Kwok Wai, Elton Beneficial owner 79,300,000 79,300,000
REIE R E BERBEEA
Notes: Bt
1. Thought Diamond International Limited is wholly 1. Thought Diamond International Limited

owned by Mr. Cheung Kwok Fan.

2. Mr. Cheung Kwok Wai, Elton is the elder brother of
Mr. Cheung Kwok Fan. Mr. Cheung Kwok Wai, Elton
is deemed to be interested in the shares held by
Though Diamond International Limited.

3. The number of shares was adjusted for the share
consolidations that became effective on 30 April
2008 and 23 April 2009.

Other than as disclosed above, the Company had not
been notified of any other relevant interests or short
positions in the issued share capital of the Company
at 31 December 2011.

RETIREMENT BENEFITS SCHEME

Details of the Group’s retirement benefits scheme
are set out in note 40 to the consolidated financial
statements.
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CONFIRMATION OF INDEPENDENCE

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

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.

EMOLUMENT POLICY

The emoluments policy for the employees of the
Group is set up by the directors of the Company on
the basis of their individual performance, qualifications
and competence.

The emoluments of the directors and senior
management of the Company are decided by the
Remuneration Committee with reference to their duties
and responsibilities in the Company.

The Company has adopted a share option scheme as
an incentive to directors and eligible persons, details
of the share option scheme is set out in note 39 to
the consolidated financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available
to the Company and within the knowledge of the
directors of the Company as at the latest practicable
date prior to the issue of this annual report, the
Company has maintained the prescribed public float
under the Listing Rules.
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MAJOR CUSTOMERS AND SUPPLIERS

In 2011, the Group’s largest customer and five largest
customers accounted for 93.14% (2010: 77.10%) and
99.95% (2010: the largest three customers accounted
for 94.13%) of its turnover respectively.

In 2011, there was no supplier to the Group.

At no time during the year did a director, an associate
of a director or a shareholder of the Company (which
to the knowledge of the directors owns more than 5%
of the Company’s share capital) have an interest in
any of the Group’s five largest customers.

EVENTS AFTER THE REPORTING PERIOD

Details of the significant events occurring after
the reporting period are set out in note 45 to the
consolidated financial statements.

INDEPENDENT AUDITORS

The consolidated financial statements for the year
ended 31 December 2011 were audited by HLB
Hodgson Impey Cheng whose term of office will
expire upon the forthcoming annual general meeting.
In March 2012, the practice of HLB Hodgson Impey
Cheng was reorganised as HLB Hodgson Impey
Cheng Limited. A resolution for the appointment of
HLB Hodgson Impey Cheng Limited as the auditors
of the Company for the subsequent year is to be
proposed at the forthcoming annual general meeting.

On Behalf of the Board

Lei Hong Wai
Chairman

Hong Kong, 21 March 2012
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EXECUTIVE DIRECTORS

Mr. Lei Hong Wai, aged 43, was appointed as an
executive director of the Company and the Chairman
of the Board on 18 January 2010 and 1 February
2010, respectively. Mr. Lei is responsible for the
development of the overall strategic planning and
management of the Group. He has over nine years
of extensive experience in corporate management,
investment and business development. He was an
executive director of the Company during the period
from 28 September 2001 to 13 October 2005. He
was a director of The Chamber of Hong Kong Listed
Companies Limited, which promotes interaction
amongst its members which are listed companies in
Hong Kong and the People’s Republic of China, in
2002. He was the chairman and an executive director
of Brilliant Arts Multi-Media Holding Limited (stock
code: 8130, now known as Zhi Cheng Holdings
Limited), a company listed on the Growth Enterprise
Market operated by the Stock Exchange, during the
period from 10 July 2007 to 24 June 2009.

Mr. Cheung Kwok Wai, Elton, aged 46, was appointed
as an executive director of the Company on 1
February 2011. Mr. Cheung is responsible for the
daily operations of the Group. He has over 20 years
of experience in the area of corporate finance and
securities industries. He holds a Master Degree
in Accounting and Finance from the University of
Lancaster in the United Kingdom. Mr. Cheung was an
executive director of Brilliant Arts Multi-Media Holding
Limited (stock code: 8130, now known as Zhi Cheng
Holdings Limited), a company listed on the Growth
Enterprise Market operated by the Stock Exchange,
during the period from 27 August 2008 to 24 June
2009. Mr. Cheung is the elder brother of Mr. Cheung
Kwok Fan, the non-executive director.
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EXECUTIVE DIRECTORS (Continued)

Mr. Chan Kin Wah, Billy, aged 48, was appointed as
an executive director of the Company on 18 January
2010. Mr. Chan is responsible for the financial
management of the Group. He has over 20 years of
experience in accounting and financial control. He is a
member of the Hong Kong Institute of Certified Public
Accountants, a CPA member of CPA Australia and
a non-practicing member of the Chinese Institute of
Certified Public Accountants. He holds a Bachelor of
Administration Degree from the University of Ottawa
in Canada and a Master of Commerce Degree in
Professional Accounting from the University of New
South Wales in Australia. He was an independent non-
executive director of Ching Hing (Holdings) Limited
(stock code: 692, now known as Bao Yuan Holdings
Limited), a company listed on the Main Board of the
Stock Exchange, during the period from 25 July 2007
to 2 July 2010. He was also an independent non-
executive director of Eternite International Company
Limited (stock code: 8351, now known as Larry
Jewelry International Company Limited), a company
listed on the Growth Enterprise Market operated
by the Stock Exchange, during the period from 21
September 2009 to 22 February 2011.
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NON-EXECUTIVE DIRECTOR

Mr. Cheung Kwok Fan, aged 44, has over 18 years’
working experience in the field of architecture. He is
a member of The Hong Kong Institute of Architects, a
member of The Royal Australian Institute of Architects,
Registered Architect in Hong Kong and an Authorised
Person in the list of architects. He obtained his
Bachelor Degree of Arts in Architectural Studies from
The University of Hong Kong in 1989 and a Bachelor
Degree in Architectural from The University of Hong
Kong in 1991. He was selected as an awardee of the
Ten Outstanding Young Persons Selection organised
by Junior Chamber of International Hong Kong in
2005. Mr. Cheung was an executive director of
Eternite International Company Limited (stock code:
8351, now known as Larry Jewelry International
Company Limited), a company listed on Growth
Enterprise Market operated by the Stock Exchange,
during the period from 18 June 2009 to 16 December
2010. He is the younger brother of Mr. Cheung
Kwok Wai, Elton, an executive director. Mr. Cheung
was appointed as the non-executive director of the
Company on 31 August 2011.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Wan Shing Chi, aged 41, has over 17 years of
experience in the field of construction engineering
and is currently a site coordinator of a reputable
construction company in Hong Kong. He holds a
Bachelor Degree of Engineering with honours from
University of Melbourne, Australia and is a member
of the Asia Institute of Building. Mr. Wan joined the
Company in May 2010.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS (Continued)

Mr. Ng Heung Yan, aged 41, has over 7 years of
experience in metal work engineering design and
currently works as a design manager in a private
engineering company in Hong Kong. He was
graduated from Monash University in Australia with
a Bachelor Degree of Engineering (Industrial and
Computing) in 1993. He was an independent non-
executive director of Eternite International Company
Limited (stock code: 8351, now know as Larry Jewelry
International Company Limited), a company listed on
the Growth Enterprise Market operated by the Stock
Exchange, during the period from 21 September 2009
to 22 February 2011. Mr. Ng joined the Company in
August 2011.

Mr. Wong Tak Chuen, aged 47, is a fellow member
of both Hong Kong Institute of Certified Public
Accountants and Association of Chartered Certified
Accountants in the United Kingdom, as well as a
member of the Institute of Chartered Accountants
in England and Wales. He has over 20 years of
experience in auditing, financial management, mergers
and acquisitions gained from certain senior finance
related positions in an international accounting firm
in Hong Kong, companies listed in Hong Kong and a
company listed in the United States of America. He is
currently the chief financial officer and the company
secretary of a company listed on the Main Board of
the Stock Exchange. Mr. Wong joined the Company in
November 2011.
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- Independent Auditors’ Report

HLB B & 8 F B A

Hodgson Impey Cheng

Chartered Accountants
Certified Public Accountants

TO THE SHAREHOLDERS OF
ETERNITY INVESTMENT LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements
of Eternity Investment Limited (the “Company”)
and its subsidiaries (collectively referred to as
the “Group”) set out on pages 52 to 206, which
comprise the consolidated and company statements
of financial position as at 31 December 2011, and
the consolidated income statement, consolidated
statement of comprehensive income, consolidated
statement of changes in equity and consolidated
statement of cash flows for the year then ended, and
a summary of significant accounting policies and
other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these
consolidated financial statements based on our
audit and to report our opinion solely to you, as a
body, in accordance with Section 90 of the Bermuda
Companies Act, and for no other purpose. We do
not assume responsibility towards or accept liability
to any other person for the contents of this report.
We conducted our audit in accordance with Hong
Kong Standards on Auditing issued by the Hong
Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated
financial statements are free from material
misstatement.

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 auditors’ 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 auditors consider internal control relevant to the
entity’s preparation of the 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.
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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 loss and cash flows for the year
then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

Hong Kong, 21 March 2012
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Consolidated Inggme”’gtatement

wekaRs

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

2011 2010
—ET——F —ET-TF
Notes HK$’000 HK$’000
Btat FET FET
Turnover - 7 79,174 78,200
Cost of sales SHER A (14) (632)
Gross profit EF 79,160 77,568
Investment and other income BERHEMUA 8 15,411 13,299
Other gains and losses HiawE R EE 9 (260,687) (420,183)
Administrative expenses THEBX (21,738) (14,366)
Share of results of associates iy N E - (9,371)
Loss from operations K ETE 10 (187,854) (353,053)
Finance costs MEEH 11 - (3,041)
Loss before taxation BRBLAIE B (187,854) (856,094)
Income tax credit/(expense) FrEfiiEe(Bx) 14 32,598 (363)
Loss for the year REEEE (155,256) (356,457)
Loss attributable to: LTA+TELER:

Owners of the Company AKATEBA (155,255) (356,457)
Non-controlling interests JEE R R (1) —
(155,256) (356,457)

Loss per share BRESE 15
(Restated)
(E%)
Basic and diluted BEARREE HK(4.19) cents L HK(74.68) cents &1L

The accompanying notes form an integral part of

BERS 2 P RE B AR AN AR & B S $R R 2 — 8B4 o

these consolidated financial statements.
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Consg_ljda’t/e/d Statement of Comprehensive Income
et FeZEabliax

e — For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE
2011 2010
—E——F —E-FF
Note HK$’000 HK$’000
Brat FET FET
Loss for the year REEER (155,256) (356,457)
Other comprehensive income AEEHMEEKE
for the year (after tax and (RBEREEHSE
reclassification adjustments): FE)
Net loss arising on revaluation EMAUHEEERERE
of available-for-sale financial BEEZEBEFHE
assets 22 (44,780) —
Share of exchange reserve change ME{GEZ A TIE 5 #1&
of associates B E — (83)
Total comprehensive loss for REEHATHEERE
the year (200,036) (356,540)
Total comprehensive loss DTATEGBEZEERS :
attributable to:
Owners of the Company AATEBA (200,035) (856,540)
Non-controlling interests FEERER (1) —
(200,036) (356,540)
The accompanying notes form an integral part of BEFMI 2 A N R e MRk 2 — Sh 4D o

these consolidated financial statements.
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Consolidated Statement of Financial Position

SAHBERAR"

Atg@liDecember 2011 R=F——#F+=H=+—H

2011 2010
—E2——F —E-FF
Notes HK$’000 HK$’000
Krat FET FET
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment ME -~ BERKE 17 630 1,441
Investment properties REWE 18 442,920 -
Intangible assets | EE 19 43,940 334,681
Interests in associates RN 20 - -
Convertible notes receivable FEUR AT IR =B 21 289,857 —
Available-for-sale financial AHEESMEE
assets 22 59,132 53,892
836,479 390,014
Current assets REEE
Trade receivables B 5 EWRFE 23 4,844 5,859
Deposits, prepayments and e ANREREAM
other receivables e 24 15,282 2,456
Amount due from an associate FE U B & N B FRIE 25 2,003 =
Financial assets at fair value EAFEFABRRZ
through profit or loss SREE 26 47,038 9,418
Convertible notes receivable FEUR T iR E 4 21 64,872 =
Conversion options embedded ERT@RBEEEANSZ
in convertible notes receivable HIRRERE 27 75,282 =
Tax recoverable JE U 121 %2 18 - 32
Cash and cash equivalents HERRESEEY 28 217,632 989,625
426,953 1,007,390
Total assets EE#AE 1,263,432 1,397,404
EQUITY % #E
Capital and reserves attributable 72 T#HE AFELL
to owners of the Company RAR #E
Share capital [N 29 79,344 11,021
Reserves X 1,158,292 1,333,642
Equity attributable to owners of ZAXFEEE AEMN
the Company Bz fE 1,237,636 1,344,663
Non-controlling interests FEE IR ER (1) —
Total equity BRREARE 1,237,635 1,344,663

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)
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/Q,on"s‘.’bviidated Statement of Financial Position

» o~ s
g BAMBRAE
S At 31 December 2011 R=F——F+=-H=+—H
2011 2010
—E——F 225
Notes HK$’000 HK$’000
o2 FET FET
LIABILITIES aE
Current liabilities RBAE
Accruals and other payables Bt ERREMENRIE 30 11,787 10,872
Trade deposits received EWESZE 477 477
Rental deposits received gWEERE 3,113 -
Tax payable FEAS B 18 3,513 1,230
18,890 12,579
Non-current liabilities FRBEME
Deferred taxation IEAER IE 31 6,907 40,162
Total liabilities BEHAE 25,797 52,741
Total equity and liabilities BErREEHEEE 1,263,432 1,397,404
Net current assets REBEETE 408,063 994,811
Total assets less current EEHABRRBAERSE

liabilities

1,244,542 1,384,825

The consolidated financial statements were approved
and authorised for issue by the board of directors on
21 March 2012 and are signed on its behalf by:

Lei Hong Wai
TR
Director

EE
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Director
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Statement of FirLanei"éirPosition
BFRAEs

Atg@liDecember 2011 R=F——#F+=H=+—H

2011 2010
—E——fF —E-ZF
Notes HK$’000 HK$’000
Kiat FET FET
ASSETS BE
Non-current asset ERBEE
Interests in subsidiaries NN 32 793,784 709,763
Current assets REBEE
Deposits, prepayments, 7e - EARER
and other receivables H U R IE 24 - 192
Tax recoverable FE Uk [2 5 18 - 32
Cash and cash equivalents ReERREEEY 28 18,876 15,078
18,876 15,302
Total assets EE#AE 812,660 725,065
EQUITY B
Capital and reserves attributable 7~ T#E& A EL
to owners of the Company BARREE
Share capital R 29 79,344 11,021
Reserves #E 33 640,623 621,173
Total equity RRAE4ZE 719,967 632,194
LIABILITIES =R
Current liabilities REBEE
Accruals and other payables EstER R EMmESRIE 30 3,494 3,659
Amounts due to subsidiaries FEATHI B A B FRIE 34 89,199 89,212
92,693 92,871
Total liabilities EEAE 92,693 92,871
Total equity and liabilities BEREEHAE 812,660 725,065
Net current liabilities REBEEFE (73,817) (77,569)
Total assets less current liabilities EEZABERABEE 719,967 632,194

BBRBREN-—"FT--F=ZA=-+—HEE=S
ERERBRENE  ARTIALRREE

The financial statements were approved and
authorised for issue by the board of directors on 21
March 2012 and are signed on its behalf by:

56

Lei Hong Wai Chan Kin Wah, Billy
TR PR {2 2=
Director Director

EE EE
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olidated Statement of Changes in Equity
FeREEEx

For the year ended 31 December 2011 BtZ2 —F——F+=-F =+ —HIFE

Attributable to owners of the Company

KLARERARE
Available-
for-sale
financial
Share-based ~ Convertible assets Non-
Share Share Capital ~ Contributed payment notes revaluation  Exchange  Retained controlling
capital ~ premium reserve surplus reserve reserve reserve reserve profits ~ Sub-total  interests Total
e

HREKA R SHEE
Re  BHEE  E4EE  REBR  XARE  REEHE  ZEGEE  ENRE  REE Nt FERER it
HK$ 000 HK$'000 HK$'000 HKS$'000 HKS 000 HKS 000 HK$ 000 HK$ 000 HK$ 000 HK$'000 HK$'000 HK$'000
7 &L 72 -2 7Er 7 7 & 7 &L 72 -2
(Note &) (Note b) (Note ¢) (Note d) (Note ¢) (Note f)
(hda)  (Wde)  (BE)  (Kdd)  (Bde (Hh)

At 1 January 2010 A-E-2E-f-§ 1,881 114,380 19,844 568,022 3,779 17,346 - (35) 613827 1,371,044 - 1,371,044
Loss for the year REERE - - - = = = = B Y Y - )
Other comprehensive income KEEEH2E

for the year YA

Share of exchange resemve change of  EABEATENHE

associates 23 - - - - - - - (83) - (83) - (83)

Totel comprehensive loss for the year ~ AEE2AFEAE - - - - - - - () (6457 (356540) - (3654
Issue of new shares i 24 13,739 - - - - - - - 14,003 - 14,003
Placing of new shares RENRD 459 24797 - - - - - - - 25,256 = 25,256
Exercise of share options EEkE 151 11,792 - - 2559) - - - - 9,384 - 9,384
Alotment and issue of rights shares RRRBAHERE 8,266 322,368 - - - - - - - 330,634 - 330,634
Release on loss of significant nfluence % E4BEATZ

over an associate ERYEIRER - - - - - - - 118 - 118 - 118
Share Issue expenses REZAER - (4583) - - - - - - - (4583) - (4583)
Share-based payment expenses WRAF AR 2% - - - - 2310 - - - - 2310 = 2310
Release on lapse of share options EREXNEER - - - - (23.372) - - = BAT = = =
Early redemption of convertible REREENTARZE

Rotes pajable - - - - - am - v Sk -
Reversal of deferred tax upon early RRREEATRRZEE

redemption of convertible notes BEELHE

peyable rote 31) (s = = = = - = = - -
Dividends paid (ote 16 EHRaHE1) = - ) - - - - ) 1]
At 31 December 2010 and R-2-2E+-R=1-AR

1 January 2011 E--E-j-8 11,021 482,493 19,844 534,959 12,158 - - - 204188 1,344,663 - 1,344,663
Loss forthe year REEHE - = = = = = = - (195259 M (1525
Other comprehensive income AEERHAE

for the year BA

Net loss arising on revaluation of EfTRHESHEERE,

available-for-sale financial assets EESE - - - - - - (44,780) - - (44,780 - (44,780

Total comprehensive loss for the year ~ AEE2ESEAE - - - - - - (44,780) - (1552%) (200,03 (1) (200,036)
Placing of new shares REHRS 2,003 27,535 - - - - - - - 20,738 - 2,738
Release on lapse of share options BREXNEER - - - - (2310 - - - 2310 - - -
Share-based payment expenses WRAF AR 28 - - - - 1,300 - - - - 1,300 - 1,300
Share premium cancellation e - (48243 - (9.297) - - - - 491,790 - - -
Qpen offer of new shares DRRENRG 66,120 198,359 - - - - - - - 264,479 - 264,479
Share Issue expenses U153 - (4150) - - - - - - - (4150) - (4150)
Dividends peid rote 16 BB = = - (1983 - - - - - (1983 - (s
At 31 December 2011 H-%--£+2f=1-A 79,344 201,744 19,844 327,303 11,148 - (44,780) - 623,033 1,237,636 (1) 1,287,635
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Consolidated Stqtgm‘éﬁ_f of Changes in Equity
FeREsEER

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

Notes:

()

(c)

(d)

(f)

ETERNITY INVESTMENT LIMITED kB % EIEEER AT

Capital reserve represents the difference of share capital
and share premium of the subsidiaries and the nominal
value of the 880 shares issued by Riche (BVI) Limited
(formerly known as Ocean Shores (BVI) Limited) prior to
the allotment of 120 shares to Classical Statue Limited and
the amount arising from issue of share by a subsidiary.

Contributed surplus represents the net amount transferred
from share capital, share premium account and to retained
profits account pursuant to the special resolution passed
at the special general meetings held on 22 August 2003,
30 April 2008 and 12 December 2011.

Share-based payment reserve represents the fair value
of services estimated to be received in exchange for
the grant of the relevant share options over the relevant
vesting periods, the total of which is based on the fair
value of the share options at grant date. The amount for
each reporting period is determined by spreading the fair
value of the options over the relevant vesting period (if
any) and is recognised as staff costs and related expenses
with a corresponding increase in the share-based payment
reserve account.

Under Hong Kong Accounting Standard 32 “Financial
Instruments: Presentation”, convertible notes issued are
split into their liability and equity components at initial
recognition by recognising the liability component at its
fair value which is determined using a market interest rate
for similar non-convertible debts and attributing to the
equity component the difference between the proceeds
from issue and the fair value of the liability component.
The liability component is subsequently carried at
amortised cost. The equity component is recognised in the
convertible notes reserve until the convertible notes are
either converted (in which case it is transferred to share
premium account) or the convertible notes are redeemed
(in which case it is released directly to retained profits
account).

Available-for-sale financial assets revaluation reserve
represents accumulated gains and losses arising on the
revaluation of available-for-sale financial assets that have
been recognised in other comprehensive income, net of
amounts reclassified to consolidated income statement
when those investments have been disposed of or are
determined to be impaired.

Exchange reserve represents exchange differences
relating to the translation of the net assets of the Group’s
foreign operations from their functional currencies to the
Group’s presentation currency (i.e. Hong Kong dollars)
are recognised directly in other comprehensive income
and accumulated in the exchange reserve account. Such
exchange differences accumulated in the exchange reserve
are reclassified to consolidated income statement on the
disposal of the foreign operations.

el

Wi -

(c)

BEAREENBATDZBRARRMEEERD
Classical Statue Limited g 2 120 8% IR 13 Al
Riche (BVI) Limited (51 Ocean Shores (BVI)
Limited) T84 1T 2 880 BRI 2 M E R R B A
FBITROMEEZREEE -

BEHBERRERBENR=-ZZE=NA=+=8H"
“EZNFNA=tHER=E——F+t=ZA+=
BRITZBRRENAE LBBZHIIABZRAR
- ROEEREREREERNRZFHE -

LUROD AN REBENEERBHRR L EE
BRELREUE SIS R RS 2 A FE - AR
TREBRENMIE B A FEFE - /S
HEz B ERSERELFEREREED
(MB)A#D  WEIADBETIRARBEER
1A BABRAR T2 2SS o B BR A AR FESE 1 o

REEBSTERNERFEHIA: 28, ]
ERTURREBERISHRAKRZEREERES
D BEBOIRERARCUTITRRESZ 2T
SAREERAFETURR  HEifnRes
BROZMERAHEEENN LI FEZEZHE - B
B ERRBERATR - EEBHORTRRE
BRERED BEEURREEELBRLER
THSERZERMEER) ATRREBEED
(RUERTESEERREZREEFER)

A ETRHEECEMREREELATHEES
MEEELEZRITWARER  HACRHME
HWSFEAER  TRHEZSREIEES
FHERERS BEFAWER °

ERBEEEEARESI X cEEFERA
DEEBRERAEB 2GR (ET) 2E
RER HEERHMEZERATEIRRER
EETRET - ZERELRFRRATZELER
REEBIEBREHR D BEHEIWER
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: ’/éonsolidated Statement of Cash Flows
|t FeEBEeRER

For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

2011 2010
—E——F —E-FF
Notes HK$’000 HK$’000
Kt FET FET
OPERATING ACTIVITIES KESEE
Loss before taxation BR% R E518 (187,854) (356,094)
Adjustments for: FHEE
Amortisation of intangible assets & E #H 2 -
Depreciation of property, plant ME - BER
and equipment RIBINE 226 423
Dividend income B2 A (8,844) (3,504)
Finance costs RIEE A - 3,041
Gain on a bargain purchase REBE W& (52,837) -
Gain arising on change in fair R TgREERE Z
value of conversion options Eﬁ§?§%2®$1ﬁ
embedded in convertible notes % SEELE W
receivable (262) (1,525)
Gain arising on change in fair REMHEZ AT EEEH
value of investment properties EiE W (1,412) —
Gain arising on early repayment REEZERBTERRERE
of convertible notes receivable 2 W - (75,962)
Gain arising on early repayment REBEZEBRWEMNE
of promissory note receivable EEZW&E - (64,627)
Gain on disposal of available- HETHEESREE
for-sale financial assets Z W= - (7,579)
Gain on disposal of subsidiaries H:'EMT%’D\TZH&& (422) =
Interest income on bank deposits TERZIEWA (5,820) (2,992)
Imputed interest income on J?EHSZ—H@HEEES‘FZQ
convertible notes receivable FE WA (18,478) (527)
Imputed interest income on BUWEANEE2HE
promissory note receivable RE WA - (3,520)
Impairment loss recognised in SRR AMEE
respect of available-for-sale cRMEERBEEE
financial assets - 14,280
Impairment loss recognised in CRABLEE
respect of intangible assets WEEE 290,741 4,856
Impairment loss recognised in CERME - BER
respect of property, plant and REREEE
equipment 467 —
Loss/(gain) arising on change in BRATEFABRRZ
fair value of financial assets at TREEZATEEZSR
fair value through profit or loss EEzEE (W) 42,772 (4,918)
Loss on deemed disposal BIELEBE A A
of an associate ZEE - 537,615
Loss on early redemption of REBEOEMATRKREE
convertible notes payable 218 - 1,062
Loss on losing significant KEBERNRZERTE
influence of an associate 218 - 21,028
Share of results of associates NI E S - 9,371
Share-based payment expenses RGO A 2% 1,300 2,310
Written off of property, plant M- BER
and equipment RS 118 —
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Consolidated State_meﬁ’frc-)f Cash Flows

BaneREE

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

2011 2010
—E——F —E-FF
Notes HK$’000 HK$’000
Ktat FET FET
Operating cash flows before EEESEPH 2 KE
movements in working capital Be&hs 59,697 72,738
Decrease in trade receivables g 5 RIWRIER D 1,015 163
Decrease/(increase) in deposits, e AIREREAm
prepayments and other FEWRIBR A, (3G H)
receivables 1,291 (1,441)
Increase in accruals and other st & AR E A FRIE
payables 0 196 672
Cash generated from operations E&EE4LZBEE 62,199 72,132
Tax refund/(paid) BB (B)HHE 32 (64)
Net cash generated from RETHELEZES
operating activities R 62,231 72,068
INVESTING ACTIVITIES BREEE
Acquisition of available-for-sale WEAHEHESR
financial assets EE (50,020) —
Acquisition of convertible notes Wiz B it T 3£ R
receivables E$i (425,000) =
Acquisition of financial assets Wi A EFABREK
at fair value through profit or ZERMEE
loss (80,392) (6,453)
Dividend income IR E U A 8,844 3,504
Interest received 2 W F B 5,820 2,992
Interest paid 2FE - (2,042)
Net cash outflow of acquisition EBBEEMBARWE
of assets and liabilities through EEREEZRER
purchase of a subsidiary HEE 36 (6,500) —
Net cash outflow of acquisition WM B AR ZBEER
of subsidiaries FEE 35 (259,142) -
Net cash outflow of disposal HEMBARZRERE
of subsidiaries FEE 37 (1,490) -
Proceeds from disposal of HEAHEEEREEZ
available-for-sale financial FriS I8
assets - 21,572
Proceeds from disposal of financial H&E#&AFE ABHER
assets at fair value through profit Z&®MEEZFE
or loss MIE - 5,931
Purchase of intangible asset BEELEE (50) -
Purchase of property, plant and BEVE BEK
equipment B} (2) (26)
Repayment from loan to an EEBHENATER
associate - 155,536
Repayment of amount due from P& Uk Bt & X B R IE
an associate - 5,103
Repayment of convertible EEEMTIRR
notes payables L — (72,000)
Net cash (used in)/generated REFE(FrH) EEz
from investing activities REFE (807,932) 114,117

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)
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,,w‘”‘/éonsolidated Statement of Cash Flows
e GEReRER

R For the year ended 31 December 2011 BiZ —F——F+ _-_A=+—HIFE

2011 2010
—E——F —E-FF
Notes HK$’000 HK$’000
HraE FET FET
FINANCING ACTIVITIES il E B
Issuance of new shares, rights BITHR D - RO R
shares and exercise of share THEBRE
options 290,067 360,701
Payment of promissory note ZAEAERNSE
payable (118,000) —
Repayment of promissory note EERREANE
receivable - 100,000
Repayment of convertible EERWRTRRKRREE
notes receivable - 100,000
Dividends paid to owners ENAATEE A
of the Company ZIRE (198,359) (33,063)
Net cash (used in)/generated BMEEE(FrA) EEz
from financing activities HEFE (26,292) 527,638
Net (decrease)/increase in cash BRERHRLZEY
and cash equivalents (R2),/#EinF4E (771,993) 713,823
Cash and cash equivalents FEzHERRE
at the beginning of year EEY 989,625 275,802
Cash and cash equivalents at FRZBEERES
the end of year EEY 217,632 989,625
Analysis of the balances of cash B RELZEBEYERF
and cash equivalents il
Included in cash and cash SFAGEMBRR T Z
equivalents per the RERBEEZEY
consolidated statement of
financial position 28 217,632 989,625
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Notes to the Cogsgﬁﬁgied Financial Statements
FAMBERERE

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

1.

GENERAL INFORMATION

The Company was incorporated in Bermuda as
an exempted company with limited liability and
its shares are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

The address of the registered office of the
Company is Clarendon House, 2 Church Street,
Hamilton HM11, Bermuda.

The Company’s principal activity is investment
holding and the principal activities of its
subsidiaries and associates are set out in notes
32 and 20 respectively to the consolidated
financial statements.

The consolidated financial statements are
presented in thousands of units of Hong Kong
Dollars (HK$’000), which is the functional
currency of the Company.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)
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o For the year ended 31 December 2011 #Z —FE——F+=-HA=1+—HIFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

In the current year, the Group has applied the
following new and revised HKFRSs issued by
the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) that are effective for the
Group’s financial year beginning 1 January 2011.

HKFRSs (Amendments) Improvements to HKFRSs issued in 2010

HKAS 12 (Amendments)
HKAS 24 (as revised in 2009)

Deferred tax: Recovery of Underlying Assets
Related Party Disclosures

HKAS 32 (Amendments) Classification of Rights Issues

HK(IFRIC)-Int 14 (Amendments) ~ Prepayment of a Minimum Funding
Requirement

HK(IFRIC)-Int 19 Extinguishing Financial Liabilities with Equity
Instruments

Except as described below, the adoption of
the new and revised HKFRSs has had no
material impact effect on the Group’s financial
performance and positions for the current and
prior years and/or the disclosures set out in the
consolidated financial statements.

Amendments to HKAS 1 Presentation of
Financial Statements (as part of Improvements
to HKFRSs issued in 2010)

The amendments to HKAS 1 clarify that an
entity may choose to disclose an analysis of
other comprehensive income by item in the
statement of changes in equity or in the notes to
the financial statements. In the current year, for
each component of equity, the Group has chosen
to present the analysis of each component of
other comprehensive income in the consolidated
statement of changes in equity. Such
amendments have been applied restrospectively,
and hence the disclosures in these consolidated
financial statements have been modified to reflect
the change.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

HKAS 24 Related Party Disclosures (as revised
in 2009)

HKAS 24 (as revised in 2009) has been revised
on the following two aspects: (a) HKAS 24 (as
revised in 2009) has changed the definition of
a related party and (b) HKAS 24 (as revised in
2009) introduces a partial exemption from the
disclosure requirements for government-related
entities.

The Company and its subsidiaries are not
government-related entities. The application of
the revised definition of related party set out
in HKAS 24 (as revised in 2009) in the current
year has resulted in the identification of related
parties that were not identified as related parties
under the previous Standard. The adoption of the
revised Standard did not have any impact on the
financial position or performance of the Group.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)

2.

Notes to the Consgﬁﬁgied Financial Statements

SAMBRERE

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

FERAMIREETERYBRESE
RI(TERMBREER D) (4)

ERETRAZEUFAEALRES
SZNFEMEE)

ERETEAUFUE(ZTENELE
FERTIMAEELBE : (a) FEE
FTERE2UR(ZEENFLEBITIEE
MEAEALZEERR (O) BB ERE
4R (ZEZENFLKBFT) Sl ABBBA
HEEBZEEREZBORRHE -

ARABARHMNBARLFRTHEEE
B-RNAFE ERAEBETERE24
F(CEEAFEET)EFREEA
TZRETERRERBTERET RH
WA BEEAL 2 ALTHERNBEEA
T o BRANEAERT E R A K B 2 B 755K
MBRBLEEREMALE -

Annual Report 2011 =& ——F 4%



No/t,es-“t‘éfthe Consolidated Financial Statements

g

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

Amendments to HKAS 32 Classification of
Rights Issues

The amendments to HKAS 32 require rights,
options or warrants issued by an entity for the
holders to acquire a fixed number of the entity’s
equity instruments for a fixed amount of any
currency to be classified as equity instruments
in the financial statements of the entity provided
that the offer is made pro rata to all of its existing
owners of the same class of its non-derivative
equity instruments. Before the amendments to
HKAS 32, rights, options or warrants to acquire
a fixed number of an entity’s equity instruments
for a fixed amount in foreign currency were
classified as derivatives. The amendments require
retrospective application.

The application of the amendments to HKAS
32 has had no impact on the Group’s financial
performance and positions for the current and
prior years because the Group has not issued
instruments of this nature.

Amendments to HK(IFRIC)—Int 14 Prepayments
of a Minimum Funding Requirement

The Interpretation addresses when refunds
or reductions in future contributions should
be regarded as available in accordance with
paragraph 58 of HKAS 19; how minimum funding
requirements might affect the availability of
reductions in future contributions; and when
minimum funding requirements might give rise to
a liability. The amendments now allow recognition
of an asset in the form of prepaid minimum
funding contributions. The application of the
amendments has not had material effect on the
Group’s consolidated financial statements.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

HK(IFRIC)—Int 19 Extinguishing Financial
Liabilities with Equity Instruments

The Interpretation gives guidance on the
accounting for the extinguishment of financial
liabilities with equity instruments. Specifically,
under HK(IFRIC)—Int 19, equity instruments
issued in order to extinguish financial liabilities
are recognised initially at their fair value, with
any difference between the carrying amount
of the financial liability extinguished and
the consideration paid will be recognised in
consolidated income statement.

The application of HK(IFRIC)—Int 19 has had no
effect on the Group’s financial performance and
positions for the current and prior years because
the Group has not entered into any transactions
of this nature.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

Amendments to HKAS 12 Deferred Tax:
Recovery of Underlying Assets

The Group has early adopted HKAS 12
(Amendments) which is effective for annual
periods beginning on or after 1 January 2012.

The amendments to HKAS 12 introduce a
presumption that an investment property
measured at fair value is recovered entirely
through sale. This presumption is rebutted if
the investment property is depreciable and is
held within a business model whose objective
is to consume substantially all of the economic
benefits embodied in the investment property
over time, rather than through sale. Prior to the
amendments, deferred taxation on investment
properties at fair value is measured to reflect
the tax consequences of recovering the carrying
amounts of investment properties through
use. Therefore, based on the amendments,
the Group’s investment properties in Hong
Kong do not have to provide deferred tax on
fair value changes arising from revaluation of
investment properties or arising from a business
combination, unless the presumption is rebutted.
There is no investment property in prior period.
Accordingly, no prior period adjustment has been
required.

Save as described above, there is no material
effect on the consolidated financial statements
of the Group for the current or prior accounting
periods by adopting the new HKFRSs, thus no
prior period adjustment has been required.
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

NEW AND REVISED STANDARDS,
AMENDMENTS AND INTERPRETATIONS
IN ISSUE BUT NOT YET EFFECTIVE

The Group has not early applied the following
new and revised HKFRSs that have been issued

but are not yet effective:

Amendments to HKAS 1

Amendments to HKFRS 1

Amendments to HKFRS 7
Amendments to HKFRS 7

Amendments to HKFRS 9
and HKFRS 7
HKAS 19 (as revised in 2011)

HKAS 27 (as revised in 2011)

HKAS 28 (as revised in 2011)

Presentation of Items of Other Comprehensive
Income?

Severe Hyperinflation and Removal of Fixed
Date for First-time Adopters'

Disclosures — Transfers of Financial Assets'

Disclosures — Offsetting Financial Assets and
Financial Liabilites®

Mandatory Effective Date of HKFRS 9 and
Transition Disclosure®

Employee Benefits®

Separate Financial Statements®

Investments in Associates and Joint Ventures®

HKAS 32 (Amendments) Offsetting Financial Assets and
Financial Liabilities*
HKFRS 9 Financial Instruments®
HKFRS 10 Consolidated Financial Statements?®
HKFRS 11 Joint Arrangements?®
HKFRS 12 Disclosures of Interests in Other Entities®
HKFRS 13 Fair Value Measurement®
HK(IFRIC)-Int 20 Stripping Costs in the Production
Phase of a Surface Mine®
U Effective for annual periods beginning on or after
July 2011.
2 Effective for annual periods beginning on or after
July 2012.
g Effective for annual periods beginning on or after
January 2018.
o Effective for annual periods beginning on or after
January 2014.
< Effective for annual periods beginning on or after

January 2015.
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B For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

NEW AND REVISED STANDARDS,
AMENDMENTS AND INTERPRETATIONS
IN ISSUE BUT NOT YET EFFECTIVE
(Continued)

Amendments to HKFRS 7 Disclosures —
Transfers of Financial Assets

The amendments to HKFRS 7 increase the
disclosure requirements for transactions involving
transfers of financial assets. These amendments
are intended to provide greater transparency
around risk exposures when a financial asset
is transferred but the transferor retains some
level of continuing exposure in the asset. The
amendments also require disclosures where
transfers of financial assets are not evenly
distributed throughout the period.

The directors anticipate that the application
of the amendments to HKFRS 7 will affect
the Group’s disclosures regarding transfers of
financial assets in the future.

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new
requirements for the classification and
measurement of financial assets. HKFRS 9
amended in 2010 includes the requirements for
the classification and measurement of financial
liabilities and for derecognition.
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3. NEW AND REVISED STANDARDS,
AMENDMENTS AND INTERPRETATIONS
IN ISSUE BUT NOT YET EFFECTIVE
(Continued)

HKFRS 9 Financial Instruments (Continued)

Key requirements of HKFRS 9 are described as
follows:

° HKFRS 9 requires all recognised financial
assets that are within the scope of HKAS
39 Financial Instruments: Recognition and
Measurement to be subsequently measured
at amortised cost or fair value. Specifically,
debt investments that are held within a
business model whose objective is to
collect the contractual cash flows, and that
have contractual cash flows that are solely
payments of principal and interest on the
principal outstanding are generally measured
at amortised cost at the end of subsequent
reporting periods. All other debt investments
and equity investments are measured at
their fair values at the end of subsequent
reporting periods. In addition, under HKFRS
9, entities may make an irrevocable election
to present subsequent changes in the fair
value of an equity investment (that is not
held for trading) in other comprehensive
income, with only dividend income generally
recognised in consolidate income statement.
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3. NEW AND REVISED STANDARDS,
AMENDMENTS AND INTERPRETATIONS
IN ISSUE BUT NOT YET EFFECTIVE
(Continued)

HKFRS 9 Financial Instruments (Continued)

° The most significant effect of HKFRS
9 regarding the classification and
measurement of financial liabilities relates to
the presentation of changes in the fair value
of a financial liability (designated as at fair
value through profit or loss) attributable to
changes in the credit risk of that liability.
Specifically, under HKFRS 9, for financial
liabilities that are designated as at fair
value through profit or loss, the amount
of change in the fair value of the financial
liability that is attributable to changes in
the credit risk of that liability is presented
in other comprehensive income, unless the
recognition of the effects of changes in the
liability’s credit risk in other comprehensive
income would create or enlarge an
accounting mismatch in consolidated income
statement. Changes in fair value attributable
to a financial liability’s credit risk are not
subsequently reclassified to consolidated
income statement. Previously, under HKAS
39, the entire amount of the change in the
fair value of the financial liability designated
as at fair value through profit or loss was
presented in consolidated income statement.

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 after 1
January 2015.
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NEW AND REVISED STANDARDS,
AMENDMENTS AND INTERPRETATIONS
IN ISSUE BUT NOT YET EFFECTIVE
(Continued)

HKFRS 9 Financial Instruments (Continued)

The directors anticipate that the adoption of
HKFRS 9 in the future may have significant
impact on amounts reported in respect of the
Group’s financial assets and financial liabilities.
Regarding the Group’s financial assets, it is not
practicable to provide a reasonable estimate
of that effect until a detailed review has been
completed.

New and revised Standards on consolidation,
joint arrangements, associates and disclosure
was issued, including HKFRS 10, HKFRS 11,
HKAS 27 (as revised in 2011) and HKAS 28 (as
revised in 2011)

Key requirements of these four Standards are
described below:

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

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)

C SR M B 1) R £ 2 #E] R ARMER]
R BETARRE(E)

ERMBBEEEAEIORERMIAZE
7] (&

EEHEY HREMABTBHBREER
FORUEHARECEREER SR
BEMERZEBEBHEARE - E
SEzERMEEMS EETKAHAE
BiAT  RUZFECRBMATLF LT

EHEBARE HEARHE BELTR
BEZHIRCEBITER  BEEBH
BREEANF105% BEUBHREE
Bl%E115 - EBEFEAE27H (=2
——FRET)RERETERE 285
(=B ——FL£E:T)

2R FERBERMMT ¢

R-ZZB-——F/ A BAHNEBEEBELR
S HEZY BELCARKREZE
Bl BREEBVBRELANF105 &
BB EENE115E - FEBEFER
BTHR (R —FEBIIREBES
ERE 28 (=T ——FLEFT) -

Annual Report 2011 =& ——F 4%



Nq_t_es--‘t‘é'/t’he Consolidated Financial Statements

8 M5 H R

For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

NEW AND REVISED STANDARDS,
AMENDMENTS AND INTERPRETATIONS
IN ISSUE BUT NOT YET EFFECTIVE
(Continued)

New and revised Standards on consolidation,
joint arrangements, associates and disclosure
was issued, including HKFRS 10, HKFRS 11,
HKAS 27 (as revised in 2011) and HKAS 28 (as
revised in 2011) (Continued)

HKFRS 10 replaces the parts of HKAS 27
Consolidated and Separate Financial Statements
that deal with consolidated financial statements
and HK (SIC)—Int 12 Consolidation - Special
Purpose Entities. HKFRS 10 includes a new
definition of control that contains three elements:
(a) power over an investee, (b) exposure, or
rights, to variable returns from its involvement
with the investee, and (c) the ability to use its
power over the investee to affect the amount of
the investor’s returns. Extensive guidance has
been added in HKFRS 10 to deal with complex
scenarios.

HKFRS 11 replaces HKAS 31 Interests in Joint
Ventures and HK (SIC)—Int 13 Jointly Controlled
Entities — Non-Monetary Contributions by
Venturers. HKFRS 11 deals with how a joint
arrangement of which two or more parties
have joint control should be classified. Under
HKFRS 11, joint arrangements are classified as
joint operations or joint ventures, depending on
the rights and obligations of the parties to the
arrangements. In contrast, under HKAS 31, there
are three types of joint arrangements: jointly
controlled entities, jointly controlled assets and
jointly controlled operations.

In addition, joint ventures under HKFRS 11 are
required to be accounted for using the equity
method of accounting, whereas jointly controlled
entities under HKAS 31 can be accounted
for using the equity method of accounting or
proportionate accounting.
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NEW AND REVISED STANDARDS,
AMENDMENTS AND INTERPRETATIONS
IN ISSUE BUT NOT YET EFFECTIVE
(Continued)

New and revised Standards on consolidation,
joint arrangements, associates and disclosure
was issued, including HKFRS 10, HKFRS 11,
HKAS 27 (as revised in 2011) and HKAS 28 (as
revised in 2011) (Continued)

These four standards are effective for annual
periods beginning on or after 1 January 2013.
Earlier application is permitted provided that all
of these four standards are applied early at the
same time.

The directors anticipate that these four Standards
will be adopted in the Group’s consolidated
financial statements for the annual period
beginning 1 January 2013. The application of
these four Standards may have significant impact
on amounts reported in the consolidated financial
statements. The application of HKFRS 10 may
result in the Group no longer consolidating some
of its investees, and consolidating investees
that were not previously consolidated (e.g. the
Group’s investment in associates may become
the Group’s subsidiaries based on the new
definition of control and the related guidance in
HKFRS 10). In addition, the application of HKFRS
11 may result in changes in the accounting of
the Group’s jointly controlled entities that are
currently accounted for using proportionate
consolidation. Under HKFRS 11, those jointly
controlled entities will be classified as a joint
operation or joint venture, depending on the
rights and obligations of the parties to the joint
arrangement. However, the directors have not
yet performed a detailed analysis of the impact
of the application of these Standards and hence
have not yet quantified the extent of the impact.
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NEW AND REVISED STANDARDS,
AMENDMENTS AND INTERPRETATIONS
IN ISSUE BUT NOT YET EFFECTIVE
(Continued)

HKFRS 13 Fair Value Measurement

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

HKFRS 13 is effective for annual periods
beginning on or after 1 January 2013, with earlier
application permitted.

The directors anticipate that HKFRS 13 will be
adopted in the Group’s consolidated financial
statements for the annual period beginning 1
January 2013 and that the application of HKFRS
13 may affect the amounts reported in the
consolidated financial statements and result in
more extensive disclosures in the consolidated
financial statements.
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NEW AND REVISED STANDARDS,
AMENDMENTS AND INTERPRETATIONS
IN ISSUE BUT NOT YET EFFECTIVE
(Continued)

Amendments to HKAS 1 Presentation of Items
of Other Comprehensive Income

The amendments to HKAS 1 retain the option
to present consolidated income statement and
other comprehensive income in either a single
statement or in two separate but consecutive
statements. However, the amendments to HKAS
1 require additional disclosures to be made in
the other comprehensive income section such
that items of other comprehensive income are
grouped into two categories: (a) items that will
not be reclassified subsequently to consolidated
income statement; and (b) items that may be
reclassified subsequently to consolidated income
statement when specific conditions are met.
Income tax on items of other comprehensive
income is required to be allocated on the same
basis.

The amendments to HKAS 1 are effective for
annual periods beginning on or after 1 July 2012.
The presentation of items of other comprehensive
income will be modified accordingly when the
amendments are applied in the future accounting
periods.
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NEW AND REVISED STANDARDS,
AMENDMENTS AND INTERPRETATIONS
IN ISSUE BUT NOT YET EFFECTIVE
(Continued)

HKAS 19 (as revised in 2011) Employee
Benefits

The amendments to HKAS 19 change the
accounting for defined benefit plans and
termination benefits. The most significant
change relates to the accounting for changes
in defined benefit obligations and plan assets.
The amendments require the recognition of
changes in defined benefit obligations and in
the fair value of plan assets when they occur,
and hence eliminate the ‘corridor approach’
permitted under the previous version of HKAS
19. The amendments require all actuarial gains
and losses to be recognised immediately through
other comprehensive income in order for the
net pension asset or liability recognised in the
consolidated statement of financial position to
reflect the full value of the plan deficit or surplus.

The amendments to HKAS 19 are effective for
annual periods beginning on or after 1 January
2013 and require retrospective application with
certain exceptions. The directors anticipate that
the amendments to HKAS 19 will be adopted in
the Group’s consolidated financial statements
for the annual period beginning 1 January 2013
and that the application of the amendments to
HKAS 19 may have impact on amounts reported
in respect of the Group’s defined benefit plans.
However, the directors have not yet performed a
detailed analysis of the impact of the application
of the amendments and hence have not yet
quantified the extent of the impact.
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NEW AND REVISED STANDARDS,
AMENDMENTS AND INTERPRETATIONS
IN ISSUE BUT NOT YET EFFECTIVE
(Continued)

Amendments to HKAS 32 Offsetting Financial
Assets and Financial Liabilities

The amendments to HKAS 32 clarify the
requirements for offsetting financial instruments.
The amendments address inconsistencies in
current practice when applying the offsetting
criteria and clarify the meaning of “currently has
a legally enforceable right of set-off” and some
gross settlement systems may be considered
equivalent to net settlements. The Group expects
to adopt the amendments from 1 January 2014.
The application of these amendments is unlikely
to have any material financial impact on the
Group.

HK(IFRIC)—Int 20 Stripping Costs in the
Production Phase of a Surface Mine

HK(IFRIC)—Int 20 addresses the recognition of
waste removal costs that are incurred in surface
mining activity during the production phase
of a mine as an asset, as well as the initial
measurement and subsequent measurement
of the stripping activity asset. To the extent
that the benefit from the stripping activity is
realised in the form of inventory produced, the
costs incurred are accounted for in accordance
with HKAS 2 Inventories. To the extent that the
benefit is improved access to ore and when
criteria set out in the interpretation are met,
the waste removal costs are recognised as a
stripping activity asset under non-current assets.
The interpretation has no financial impact on the
Group.

Save as described above, the directors anticipate
that the application of the other new and revised
standards, amendments or interpretations will
have no material impact on the results and the
financial position of the Group.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The principal accounting policies applied in
the preparation of these consolidated financial
statements are set out below. These policies
have been consistently applied to all the years
presented, unless otherwise stated.

(a) Basis of preparation

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

The consolidated financial statements have
been prepared on the historical cost basis
except for certain properties and financial
instruments that are measured at fair values,
as explained in the accounting policies
below. Historical cost is generally based
on the fair value of the consideration given
in exchange for goods. The preparation
of consolidated financial statements in
conformity with HKFRSs requires the use
of certain critical accounting estimates. It
also requires management to exercise its
judgement in the process of applying the
Company’s accounting policies.

The Group’s books and records are
maintained in Hong Kong Dollars (“HK$”)
as the directors of the Company control
and monitor the performance and financial
position of the Group in HK$.
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(b)

Basis of consolidation

Subsidiaries

Subsidiaries are all entities (including special
purpose entities) over which the Group
has the power to govern the financial and
operation policies generally accompanying
a shareholding of more than one half of
the voting rights. The existence and effect
of potential voting rights that are currently
exercisable or convertible are considered
when assessing whether the Group controls
another entity. The Group also assesses
existence of control where it does not have
more than 50% of voting power but is able
to govern the financial and operating policies
by virtue of de-facto control. De-facto
control may arise from circumstances such
as enhanced minority rights or contractual
terms between shareholders, etc.

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

Inter-company transactions, balances,
income and expenses on transactions
between group companies are eliminated.
Profits and losses resulting from inter-
company transactions that are recognised
in assets are also eliminated. Accounting
policies of subsidiaries have been changed
where necessary to ensure consistency with
policies adopted by the Group.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(b)

Basis of consolidation (Continued)

Subsidiaries (Continued)

Business combinations

The Group applies the acquisition method
to account for business combinations. The
consideration transferred for the acquisition
of a subsidiary is the fair values of the
assets transferred, the liabilities incurred to
the former owners of the acquiree and the
equity interests issued by the Group. The
consideration transferred includes the fair
value of any asset or liability resulting from
a contingent consideration arrangement.
Identifiable assets acquired and liabilities
and contingent liabilities assumed in a
business combination are measured initially
at their fair values at the acquisition date.
The Group recognises any non-controlling
interest in the acquiree on an acquisition-
by-acquisition basis, either at fair value or at
the non-controlling interest’s proportionate
share of the recognised amounts of
acquiree’s identifiable net assets.

Acquisition-related costs are expensed as
incurred.

If the business combination is achieved in
stages, the acquirer’s previously held equity
interest in the acquiree is remeasured to
fair value at the acquisition date through
consolidated income statement.
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(b)

Basis of consolidation (Continued)

Subsidiaries (Continued)

Business combinations (Continued)

Any contingent consideration to be
transferred by the Group is recognised
at fair value at the acquisition date.
Subsequent changes to the fair value of the
contingent consideration that is deemed
to be an asset or liability is recognised
in accordance with HKAS 39 either in
consolidated income statement or as a
change to other comprehensive income.
Contingent consideration that is classified as
equity is not remeasured, and its subsequent
settlement is accounted for within equity.

Goodwill is initially measured as the excess
of the aggregate of the consideration
transferred and the fair value of non-
controlling interest over the net identifiable
assets acquired and liabilities assumed. If
this consideration is lower than the fair value
of the net assets of the subsidiary acquired,
the difference is recognised in consolidated
income statement.

Change in ownership interest in subsidiaries
without change of control

Transactions with non-controlling interests
that do not result in loss of control are
accounted for as equity transactions — that
is, as transactions with the owners in their
capacity as owners. The difference between
fair value of any consideration paid and the
relevant share acquired of the carrying value
of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to non-
controlling interests are also recorded in
equity.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)

TESHTREBRE#E)
(b) HREEE(HE)
B 2 & ()
REBEEOF(E)

AEEMEZ2EMIRARELE
WiE R HEAFERR WRAE
EFREZHIRREQIFEZRE
28 RREBSTHEAEIORRN
FEWEREANERISHMEE
W@mREE s ERERZHAR
BREEHE MEREERE
HmARR

BENSEMEZNEEFZRE
A B 2z A0 AT s BT R R
FEERMAERGE ZHET UG
B o i R EERRTRENRE QR
BEEZATE W AZBERGEEW
R PR ©

TREREHERD 2B T
ERED

TEEPREEHEZFERESR
REUERRZ AR BAREF
REBAZENEBEEAETR
Z - EAENREZAFEERY
BHEBAERLHNBARFEEREE
ZEFE  RMEZPTR- - AFER
BEHEZBENNEDPCRK -

Annual Report 2011 =& ——F 4%



4.

Notes 1o the Consolidated Financial Statements

8 M5 H R

For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(b)

(c)

Basis of consolidation (Continued)
Subsidiaries (Continued)
Disposal of subsidiaries

When the Group ceases to have control,
any retained interest in the entity is re-
measured to its fair value at the date
when control is lost, with the change in
carrying amount recognised in consolidated
income statement. The fair value is the
initial carrying amount for the purposes
of subsequently accounting for the
retained interest as an associate, joint
venture or financial asset. In addition,
any amounts previously recognised in
other comprehensive income in respect
of that entity are accounted for as if the
Group had directly disposed of the related
assets or liabilities. This may mean that
amounts previously recognised in other
comprehensive income are reclassified to
consolidated income statement.

Investments in subsidiaries

Investments in subsidiaries are accounted
for at cost less impairment. Cost is adjusted
to reflect changes in consideration arising
from contingent consideration amendments.
Cost also includes direct attributable costs
of investment. The results of subsidiaries are
accounted for by the Company on the basis
of dividend and receivable.

Impairment testing of the investments in
subsidiaries is required upon receiving
dividends from these investments if the
dividend exceeds the total comprehensive
income of the subsidiary in the period
the dividend is declared or if the carrying
amount of the investment in the separate
financial statements exceeds the carrying
amount in the consolidated financial
statements of the investee’s net assets
including goodwill.
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4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(d)

Investment in associates

Associates are all entities over which
the Group has significant influence but
not control, generally accompanying a
shareholding of between 20% and 50% of
the voting rights. Investments in associates
are accounted for using the equity method
of accounting. Under the equity method, the
investment is initially recognised at cost,
and the carrying amount is increased or
decreased to recognise the investor’s share
of the profit or loss of the investee after the
date of acquisition. The Group’s investment
in associates includes goodwill identified on
acquisition.

If the ownership interest in an associate
is reduced but significant influence is
retained, only a proportionate share of the
amounts previously recognised in other
comprehensive income is reclassified to
consolidated income statement where
appropriate.

The Group’s share of post-acquisition
profit or loss is recognised in the income
statement, and its share of post-acquisition
movements in other comprehensive income
is recognised in other comprehensive
income with a corresponding adjustment
to the carrying amount of the investment.
When the Group’s share of losses in an
associate equals or exceeds its interest in
the associate, including any other unsecured
receivables, the Group does not recognise
further losses, unless it has incurred legal or
constructive obligations or made payments
on behalf of the associate.
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_’./

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(d)

Investment in associates (Continued)

The Group determines at the end of each
reporting period whether there is any
objective evidence that the investment in the
associate is impaired. If this is the case, the
Group calculates the amount of impairment
as the difference between the recoverable
amount of the associate and its carrying
value and recognises the amount adjacent
to ‘share of profit/(loss) of an associate’ in
the consolidated income statement.

Profits and losses resulting from upstream
and downstream transactions between the
Group and its associate are recognised in
the Group’s financial statements only to the
extent of unrelated investor’s interests in the
associates. Unrealised losses are eliminated
unless the transaction provides evidence
of an impairment of the asset transferred.
Accounting policies of associates have
been changed where necessary to ensure
consistency with the policies adopted by the
Group.

Dilution gains and losses arising in
investments in associates are recognised in
the consolidated income statement.
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(e)

Goodwill

Goodwill arising on an acquisition of a
business is carried at cost less accumulated
impairment losses, if any, and is presented
in consolidated statement of financial
position. For the purposes of impairment
testing, goodwill is allocated to each of the
cash-generating units (or groups of cash-
generating units) that is expected to benefit
from the synergies of the combination.

A cash-generating unit to which goodwill
has been allocated is tested for impairment
annually or more frequently whenever there
is indication that the unit may be impaired.
For goodwill arising on an acquisition in a
reporting period, the cash-generating unit
to which goodwill has been allocated is
tested for impairment before the end of that
reporting period. If the recoverable amount
of the cash—generating unit is less than the
carrying amount of the unit, the impairment
loss is allocated first to reduce the carrying
amount of any goodwill allocated to the
unit and then to the other assets of the unit
pro rata on the basis of carrying amount
of each asset in the unit. Any impairment
loss for goodwill is recognised directly in
the consolidated income statement. Any
impairment loss recognised for goodwill is
not reversed in subsequent periods.

On disposal of the relevant cash-generating
unit, the attributable amount of goodwill is
included in the determination of the amount
of profit or loss on disposal.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

()

Revenue recognition

Revenue from distribution of films is
recognised when video products or master
materials of films are delivered to customers
and the title has passed.

Revenue from sub-licensing of film rights is
recognised upon delivery of master materials
of films to customers.

Revenue from sales of financial assets at fair
value through profit or loss is recognised
when sale and purchase contracts became
unconditional.

Rental income, including rentals invoiced in
advance, from properties under operating
lease is recognised in consolidated income
statement on a straight-line basis over the
period of the respective leases.

Service fee income is recognised when the
services are rendered.

Dividend income from investments is
recognised when the shareholders’ right to
receive payment has been established.

Interest income from a financial asset is
recognised when it is probable that the
economic benefits will flow to the Group
and the amount of income can be measured
reliably. Interest income is accrued on a
time basis, by reference to the principal
outstanding and at the effective interest rate
applicable, which is the rate that exactly
discounts estimated future cash receipts
through the excepted life of the financial
asset to that asset’s net carrying amount on
initial recognition.
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(9)

Impairment of tangible and intangible
assets other than goodwill

At the end of each reporting period, the
Group reviews the carrying amounts of its
tangible and intangible assets with finite
useful lives to determine whether there
is any indication that those assets have
suffered an impairment loss. If any such
indication exists, the recoverable amount of
the asset is estimated in order to determine
the extent of the impairment loss (if any).

Intangible assets with indefinite useful lives
and intangible assets not yet available
for use are tested for impairment at least
annually, and whenever there is an indication
that the asset may be impaired.

Recoverable amount is the higher of fair
value less costs to sell and value in use.
When it is not possible to estimate the
recoverable amount of an individual asset,
the Group estimates the recoverable
amount of the cash-generating unit to which
the asset belongs. When a reasonable
and consistent basis of allocation can
be identified, corporate assets are also
allocated to individual cash-generating
units, or otherwise they are allocated to the
smallest group of cash-generating units for
which a reasonable and consistent allocation
basis can be identified.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(9)

Impairment of tangible and intangible
assets other than goodwill (Continued)

In assessing value in use, the estimated
future cash flows are discounted to their
present value using a pre-tax discount rate
that reflects current market assessments
of the time value of money and the risks
specific to the asset for which the estimates
of future cash flows have not been adjusted.
If the recoverable amount of an asset
(or a cash-generating unit) is estimated
to be less than its carrying amount, the
carrying amount of the asset (or the cash-
generating unit) is reduced to its recoverable
amount. An impairment loss is recognised
immediately in consolidated income
statement.

When an impairment loss subsequently
reverses, the carrying amount of the asset
(or the cash-generating unit) is increased
to the revised estimate of its recoverable
amount, but so that the increased carrying
amount does not exceed the carrying
amount that would have been determined
had no impairment loss been recognised
for the asset (or the cash-generating unit) in
prior years. A reversal of an impairment loss
is recognised immediately in consolidated
income statement.
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(h) Taxation

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

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

Deferred tax is recognised on temporary
differences between the carrying amounts
of assets and liabilities in the consolidated
financial statements and the corresponding
tax bases used in the computation of
taxable profit. Deferred tax liabilities
are generally recognised for all taxable
temporary differences. Deferred tax assets
are generally recognised for all deductible
temporary differences to the extent that
it is probable that taxable profits will be
available against which those deductible
temporary differences can be utilised. Such
deferred tax assets and liabilities are not
recognised if the temporary difference arises
from goodwill or from the initial recognition
(other than in a business combination) of
other assets and liabilities in a transaction
that affects neither the taxable profit nor the
accounting profit.
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4. SUMMARY OF SIGNIFICANT 4., FEETHEMEE)
ACCOUNTING POLICIES (Continued)
(h) Taxation (Continued) (h) FIE(ZE

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

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

Deferred tax assets and liabilities are
measured at the tax rates that are expected
to apply in the period in which the liability is
settled or the asset is realised, based on tax
rate (and tax laws) that have been enacted
or substantively enacted by the end of the
reporting period.
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(h) Taxation (Continued)

(i)

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

Current and deferred tax are recognised
in consolidated income statement, except
when it relates to items that are recognised
in other comprehensive income or directly
in equity, in which case, the current and
deferred tax are also recognised in other
comprehensive income or directly in equity
respectively. Where current tax or deferred
tax arises from the initial accounting for
a business combination, the tax effect is
included in the accounting for the business
combination.

Property, plant and equipment

Property, plant and equipment including
leasehold land (classified as finance leases)
and buildings held for use in the production
or supply of goods or services, or for
administrative purpose are stated in the
consolidated statement of financial position
at cost, less subsequent accumulated
depreciation and subsequent accumulated
impairment losses, if any.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(i)

Property, plant and equipment (Continued)

The cost of an asset comprises its
purchase price and any directly attributable
costs of bringing the asset to its working
condition and location for its intended use.
Expenditure incurred after the property,
plant and equipment has been put into
operation, such as repairs and maintenance,
is normally charged to the consolidated
income statement in the reporting period
in which it is incurred. In situations where
it can be clearly demonstrated that the
expenditure has resulted in an increase in
the future economic benefits expected to
be obtained from the use of the property,
plant and equipment, the expenditure is
capitalised as an additional cost of that
asset.

Depreciation is recognised so as to write
off the cost of items of property, plant and
equipment (other than properties under
construction) less their residual values
over their estimated useful lives, using the
straight-line method. The estimated useful
lives, residual values and depreciation
method are reviewed at the end of each
reporting period, with the effect of any
changes in estimate accounted for on a
prospective basis. The principal annual rates
are as follows:

Leasehold improvements 33.3%
Office equipment 20%
Motor vehicles 20%
Furniture and fixtures 15%
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4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(i)

1)

Property, plant and equipment (Continued)

Assets held under finance leases are
depreciated over their expected useful
lives on the same basis as owned assets.
However, when there is no reasonable
certainty that ownership will be obtained
by the end of the lease term, assets are
depreciated over the shorter of the lease
term and their useful lives.

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

Investment properties

Investment properties are properties held to
earn rentals and/or for capital appreciation
(including properties under construction
for such purposes). Investment properties
are measured initially at cost, including
any directly attributable expenditure.
Subsequent to initial recognition, investment
properties are measured at fair value. Gains
and losses arising from changes in the fair
value of investment properties are included
in consolidated income statement for the
period in which they arise.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

1)

(k)

Investment properties (Continued)

An investment property is derecognised
upon disposal or when the investment
property is permanently withdrawn from
use and no future economic benefits are
expected from the disposal. Any gain or
loss arising on derecognition of the property
(calculated as the difference between the net
disposal proceeds and the carrying amount
of the asset) is included in consolidated
income statement in the period in which the
property is derecognised.

Intangible assets

Intangible assets acquired separately

Intangible assets that are acquired
separately and with finite useful lives
are carried at cost less accumulated
amortisation and accumulated impairment
losses. Amortisation for intangible assets
with finite useful lives is provided on a
straight-line basis over their estimated
useful lives. The estimated useful life and
amortisation method are reviewed at the end
of each reporting period, with the effect of
any changes in estimate being accounted
for on a prospective basis. Intangible
assets with indefinite useful lives that are
acquired separately are carried at cost less
accumulated impairment losses (see the
accounting policy in respect of impairment
losses on tangible and intangible assets
above).
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(k)

Intangible assets (Continued)

Intangible assets acquired in a business
combination

Intangible assets acquired in a business
combination are recognised separately from
goodwill are initially recognised at their
fair value at the acquisition date (which is
regarded as their cost).

Subsequent to initial recognition, intangible
assets with finite useful lives are carried
at cost less accumulated amortisation and
accumulated impairment losses, on the
same basis as intangible assets that are
acquired separately. Alternatively, intangible
assets with indefinite useful lives are carried
at cost less any subsequent accumulated
impairment losses (see the accounting policy
in respect of impairment losses on tangible
and intangible assets above).

Derecognition of intangible assets

An intangible asset is derecognised on
disposal, or when no future economic
benefits are expected from use or disposal.
Gains and losses arising from derecognition
of an intangible asset, measured as the
difference between the net disposal
proceeds and the carrying amount of the
asset, are recognised in consolidated
income statement when the asset is
derecognised.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

)

(m)

Inventories

Inventories are stated at the lower of cost
and net realisable value. Cost of inventories
are determined on a first-in, first-out basis.
Net realisable value represents the estimated
selling price for inventories less all estimated
costs of completion and costs necessary to
make the sale.

Financial instruments

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

Financial assets and financial liabilities are
initially measured at fair value. Transaction
costs that are directly attributable to the
acquisition or issue of financial assets and
financial liabilities (other than financial
assets and financial liabilities at fair value
through profit or loss) are added to or
deducted from the fair value of the financial
assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs
directly attributable to the acquisition of
financial assets or financial liabilities at fair
value through profit or loss are recognised
immediately in consolidated income
statement.
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4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(m) Financial instruments (Continued)

Financial assets

Financial assets are classified into the
following specified categories: financial
assets “at fair value through profit or loss”
(FVTPL), “held-to-maturity” investments,
“available-for-sale” (AFS) financial
assets and “loans and receivables”. The
classification depends on the nature
and purpose of the financial assets
and is determined at the time of initial
recognition. All regular way purchases or
sales of financial assets are recognised and
derecognised on a trade date basis. Regular
way purchases or sales are purchases
or sales of financial assets that require
delivery of assets within the time frame
established by regulation or convention in
the marketplace.

Effective interest method

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

Interest income is recognised on an effective
interest basis for debt instruments other
than those financial assets classified as at
FVTPL, of which interest income is included
in net gains or losses.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(m) Financial instruments (Continued)

Financial assets at FVTPL

Financial assets at FVTPL have two

categories, including financial asset held for

trading and those designated as at FVTPL

on initial recognition.

A financial asset is classified as held for

trading if:

(i)

(i)

(iii)

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

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

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

A financial asset other than a financial asset

held for trading may be designated as at

FVTPL upon initial recognition if:

such designation eliminates or
significantly reduces a measurement or
recognition inconsistency that would
otherwise arise; or
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4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(m) Financial instruments (Continued)

Financial assets at FVTPL (Continued)

(i) the financial asset forms part of a
group of financial assets or financial
liabilities or both, which is managed
and its performance is evaluated on a
fair value basis, in accordance with the
Group’s documented risk management
or investment strategy, and information
about the grouping is provided
internally on that basis; or

(iiiy it forms part of a contract containing
one or more embedded derivatives, and
HKAS 39 permits the entire combined
contract (asset or liability) to be
designated as at FVTPL.

Financial assets at FVTPL are stated at
fair value, with any gains or losses arising
on remeasurement recognised directly
in consolidated income statement in the
period in which they arise. The net gain
or loss recognised in consolidated income
statement incorporates any dividend or
interest earned on the financial asset and is
included in the ‘other gains and losses’ line
item in the consolidated income statement.
Fair value is determined in the manner
describe in note 43 to the consolidated
financial statements.
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4. SUMMARY OF SIGNIFICANT 4. FESTHBERBEE)
ACCOUNTING POLICIES (Continued)

(m) Financial instruments (Continued)

(m) EMTAEE

Available-for-sale financial assets

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

AFS financial assets are measured at fair
value at the end of each reporting period.
Changes in fair value are recognised in other
comprehensive income and accumulated
in investments revaluation reserve, until
the financial asset is disposed of or is
determined to be impaired, at the time,
the cumulative gain or loss previously
accumulated in the investments revaluation
reserve is reclassified to consolidated
income statement (see the accounting policy
in respect of impairment loss on financial
assets below).

For AFS equity investments that do not have
a quoted market price in an active market
and whose fair value cannot be reliably
measured and derivatives that are linked
to and must be settled by delivery of such
unquoted equity investments are measured
at cost less any identified impairment losses
at the end of each reporting period (see the
accounting policy in respect of impairment
loss on financial assets below).
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4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(m) Financial instruments (Continued)

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. Subsequent to initial recognition,
loans and receivables including trade
receivables, other receivables, amount
due from an associate, convertible notes
receivable and cash and cash equivalents
are carried at amortised cost using the
effective interest method, less any identified
impairment losses (see accounting policy on
impairment loss on financial assets below).

Interest income is recognised by applying
the effective interest rate, except for short-
term receivables when the recognition of
interest would be immaterial.

Impairment of financial assets

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

For AFS equity investments, a significant
or prolonged decline in the fair value of the
security below its cost is considered to be
objective evidence of impairment.
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4. SUMMARY OF SIGNIFICANT 4. FESTHBERBEE)
ACCOUNTING POLICIES (Continued)

(m) EMTHE)

(m) Financial instruments (Continued)

Impairment of financial assets (Continued)

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

° significant financial difficulty of the
issuer or counterparty; or

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

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

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

For certain categories of financial assets,
such as trade receivables, assets that are
assessed not to be impaired individually
are, in addition, assessed for impairment
on a collective basis. Objective evidence
of impairment for a portfolio of receivables
could include the Group’s past experience
of collecting payments, an increase in the
number of delayed payments in the portfolio
past the average credit period of 60 days,
as well as observable changes in national or
local economic conditions that correlate with
default on receivables.
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4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(m) Financial instruments (Continued)

Impairment of financial assets (Continued)

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

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

The carrying amount of the financial asset
is reduced by the impairment loss directly
for all financial assets with the exception
of trade receivables, where the carrying
amount is reduced through the use of an
allowance account. When a trade receivable
is considered uncollectible, it is written off
against the allowance account. Subsequent
recoveries of amounts previously written
off are credited to consolidated income
statement. Changes in the carrying amount
of the allowance account are recognised in
consolidated income statement.

When an AFS financial asset is considered
to be impaired, cumulative gains or
losses previously recognised in other
comprehensive income are reclassified to
consolidated income statement in the period
in which the impairment takes place.
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g

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(m) Financial instruments (Continued)

Impairment of financial assets (Continued)

Impairment losses on AFS equity
investments will not be reversed through
consolidated income statement. Any
increase in fair value subsequent to an
impairment loss is recognised directly
in other comprehensive income and
accumulated in investments revaluation
reserve. For AFS debt investments,
impairment losses are subsequently reversed
through consolidated income statement
if an increase in the fair value of the
investment can be objectively related to an
event occurring after the recognition of the
impairment loss.

Financial liabilities and equity instruments

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

Equity instruments

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

Repurchase of the Company’s own
equity instruments is recognised and
deducted directly in equity. No gain or
loss is recognised in consolidated income
statement on the purchase, sale, issue or
cancellation of the Company’s own equity
instruments.
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4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(m) Financial instruments (Continued)

Other financial liabilities

Other financial liabilities (including accruals
and other payables) are subsequently
measured at amortised cost using the
effective interest method.

Effective interest method

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

Interest expense is recognised on an
effective interest basis other than financial
liabilities classified as at FVTPL.

Convertible notes

Convertible notes issued by the Company
are classified separately as financial
liabilities and equity in accordance with the
substance of the contractual arrangements
and the definitions of a financial liability and
an equity instrument. Conversion option that
will be settled by the exchange of a fixed
amount of cash or another financial asset
for a fixed number of the Company’s own
equity instruments is an equity instrument.
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4. SUMMARY OF SIGNIFICANT 4. FESTHBERBEE)
ACCOUNTING POLICIES (Continued)

(m) EMTHE)

(m) Financial instruments (Continued)

Convertible notes (Continued)

At the date of issue, the fair value of the
liability component is estimated using the
prevailing market interest rate for similar
non-convertible instruments. This amount is
recorded as a liability on an amortised cost
basis using the effective interest method
until extinguished upon conversion or at the
instrument’s maturity rate.

The conversion option classified as equity
is determined by deducting the amount
of the liability component from the fair
value of the compound instrument as a
whole. This is recognised and included in
equity, net of income tax effects, and is
not subsequently remeasured. In addition,
the conversion option classified as equity
will remain in equity until the conversion
option is exercised, in which case, the
balance recognised in equity will be
transferred to share premium. Where the
conversion option remains unexercised at
the maturity date of the convertible notes,
the balance recognised in equity will be
transferred to retained profits. No gain or
loss is recognised in consolidated income
statement upon conversion or expiration of
the conversion option.

Transaction costs that relate to the issue of
the convertible notes are allocated to the
liability and equity components in proportion
to the allocation of the gross proceeds.
Transaction costs relating to the equity
component are recognised directly in equity.
Transaction costs relating to the liability
component are included in the carrying
amount of the liability component and are
amortised over the lives of the convertible
notes using the effective interest method.
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4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(m) Financial instruments (Continued)

Derivative financial instruments

Derivatives are initially recognised at fair
value at the date a derivative contract
is entered into and are subsequently
remeasured to their fair value at the end of
the reporting period. The resulting gain or
loss is recognised in consolidated income
statement immediately unless the derivative
is designated and effective as a hedging
instrument, in which case the timing of
the recognition in consolidated income
statement depends on the nature of the
hedge relationship.

Embedded derivatives

Derivatives embedded in non-derivative host
contracts are treated as separate derivatives
when their risks and characteristics are not
closely related to those of the host contracts
are not measured at FVTPL.

Derecognition

The Group derecognises a financial asset
only when the contractual rights to the
cash flows from the asset expire, or when it
transfers the financial asset and substantially
all the risks and rewards of ownership of
the asset to another entity. If the Group
neither transfers nor retains substantially
all the risks and rewards of ownership and
continues to control the transferred asset,
the Group continues to recognise the asset
to the extent of its continuing involvement
and recognises an associated liability. If
the Group retains substantially all the risks
and rewards of ownership of a transferred
financial asset, the Group continues to
recognise the financial asset and also
recognises a collateralised borrowing for the
proceeds received.
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4. SUMMARY OF SIGNIFICANT 4. FESHBEBEE)
ACCOUNTING POLICIES (Continued)
(m) Financial instruments (Continued) (m) €RITAEE)
Derecognition (Continued) ARUILTER (E)

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

On derecognition of a financial asset other
than in its entirety, the Group allocates the
previous carrying amount of the financial
asset between the part it continues to
recognise, and the part it no longer
recognises on the basis of the relative
fair values of those parts on the date of
the transfer. The difference between the
carrying amount allocated to the part that
is no longer recognised and the sum of
the consideration received for the part
no longer recognised and any cumulative
gain or loss allocated to it that has been
recognised in other comprehensive income
is recognised in consolidated income
statement. A cumulative gain or loss that
had been recognised in other comprehensive
income is allocated between the part that
continues to be recognised and the part that
is no longer recognised on the basis of the
relative fair values of those parts.

The Group derecognises financial liabilities
when, and only when, the Group’s
obligations are discharged, cancelled or they
expire. The difference between the carrying
amount of the financial liability derecognised
and the consideration paid and payable
is recognised in consolidated income
statement.
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Notes to the Cor’!,sgli'déi_t-ed Financial Statements
REMIERRMNE

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(n)

(o)

Trade and other receivables

Trade receivable are amounts due from
customers for merchandise sold or services
performed in the ordinary course of
business. If collection of trade and other
receivables is expected in one year or less
(or in the normal operating cycle of the
business if longer), they are classified as
current assets. If not, they are presented as

non-current assets.

Trade and other receivables are recognised
initially at fair value and subsequently
measured at amortised cost using the
effective interest method, less provision for
impairment. A provision for impairment of
trade and other receivables is established
when there is objective evidence that the
Group will not be able to collect all amounts
due according to the original terms of
receivables. The amount of the provision is
the difference between the asset’s carrying
amount and the present value of estimated
future cash flows, discounted at the effective
interest rate. The amount of the provision
is recognised in the consolidated income
statement.

Cash and cash equivalents

In the consolidated statement of cash flows,
cash and cash equivalents include cash in
hand, deposits held at call with banks, other
short-term highly liquid investments with
original maturities of three months or less,
and bank overdrafts. In the consolidated
bank
overdrafts are shown within borrowings in

statement of financial position,

current liabilities.
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e For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(p)

Borrowings

Borrowings are recognised initially at fair
value, net of transaction costs incurred.
Borrowings are subsequently carried at
amortised cost; any differences between
the proceeds (net of transaction costs) and
the redemption value is recognised in the
consolidated income statement over the
period of the borrowings using the effective
interest method.

Fees paid on the establishment of loan
facilities are recognised as transaction costs
of the loan to the extent that it is probable
that some or all of the facility will be drawn
down. In this case, the fee is deferred until
the draw-down occurs. To the extent there
is no evidence that it is probable that some
or all of the facility will be drawn down,
the fee is capitalised as a pre-payment for
liquidity services and amortised over the
period of the facility to which it relates.

Preference shares, which are mandatorily
redeemable on a specific date, are classified
as liabilities. The dividends on these
preference shares are recognised in the
income statement as interest expense.

Borrowings are classified as current
liabilities unless the Group has an
unconditional right to defer settlement of the
liability for at least 12 months after the end
of the reporting period.
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Notes to the Cor’!,sgli'déi_t-ed Financial Statements
REMIERRMNE

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(a)

Leases

Leases are classified as finance leases
whenever the terms of the lease transfer
substantially all the risk and rewards of
ownership to the lessee. All other leases are
classified as operating leases.

The Group as lessor

Amounts due from lessees under finance
leases are recognised as receivables at
the amount of the Group’s net investment
in the leases. Finance lease income is
allocated to accounting periods so as to
reflect a constant periodic rate of return on
the Group’s net investment outstanding in
respect of the leases.

Rental income from operating leases is
recognised on a straight-line basis over
the term of the relevant lease. Initial direct
costs incurred in negotiating and arranging
an operating lease are added to the carrying
amount of the leased asset and recognised
on a straight-line basis over the lease term.

The Group as lessee

Assets held under finance leases are initially
recognised as assets of the Group at their
fair value at the inception of the lease or, if
lower, at the present value of the minimum
lease payments. The corresponding liability
to the lessor is included in the consolidated
statement of financial position as a finance
leases obligation.
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g

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(a)

Leases (Continued)

The Group as lessee (Continued)

Lease payments are apportioned between
finance expenses and reduction of the
lease obligation so as to achieve a constant
rate of interest on the remaining balance
of the liability. Finance expenses are
recognised immediately in consolidated
income statement, unless they are directly
attributable to qualifying assets, in which
case they are capitalised in accordance with
the Group’s general policy on borrowing
costs (see the accounting policy below).
Contingent rentals are recognised as
expenses in the periods in which they are
incurred.

Operating lease payments are recognised as
an expense on a straight-line basis over the
lease term, except where another systematic
basis is more representative of the time
pattern in which economic benefits from
the leased asset are consumed. Contingent
rentals arising under operating leases are
recognised as an expense in the period in
which they are incurred.

In the event that lease incentives are
received to enter into operating leases, such
incentives are recognised as a liability. The
aggregate benefit of incentives is recognised
as a reduction of rental expense on a
straight-line basis, except where another
systematic basis is more representative of
the time pattern in which economic benefits
from the leased asset are consumed.
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Notes to the Cor’!,sgli'déi_t-ed Financial Statements
FaMERERE

For the year ended 31 December 2011 BBE=F——F+=-H=+— A FE

4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(r)

Translation of foreign currencies

Functional and presentation currency

Items included in the consolidated financial
statements of each of the Group’s entities
are measured using the currency of the
primary economic environment in which the
entity operates (the functional currency).
The consolidated financial statements are
presented in HK dollars (HK$),
the Company’s functional and the Group’s

which is

presentation currency.

Transactions and balances

Foreign currency transactions are translated
into the functional currency using the
exchange rates prevailing at the dates of
the transactions or valuation where items
are re-measured. Foreign exchange gains
and losses resulting from the settlement of
such transactions and from the translation
at year-end exchange rates of monetary
assets and liabilities denominated in
foreign currencies are recognised in the
consolidated income statement, except
when deferred in equity as qualifying cash
flow hedges and qualifying net investment
hedges.

Foreign exchange gains and losses
that relate to borrowings and cash and
cash equivalents are represented in the
consolidated income statement within
‘investment and other income’ and ‘finance
costs’ respectively. All other foreign
exchange gains and losses are presented in
the consolidated income statement within

‘other gains and losses’.
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g

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(r)

Translation of foreign currencies (Continued)

Transactions and balances (Continued)

Changes in the fair value of monetary
securities denominated in foreign currency
classified as available for sale are analysed
between translation differences resulting
from changes in the amortised cost of
the security and other changes in the
carrying amount of the security. Translation
differences related to changes in amortised
cost are recognised in consolidated
income statement, and other changes in
carrying amount are recognised in other
comprehensive income.

Translation differences on non-monetary
financial assets and liabilities such as
equities held at fair value through profit or
loss are recognised in consolidated income
statement as part of the fair value gain
or loss. Translation differences on non-
monetary financial assets, such as equities
classified as available for sale, are included
in other comprehensive income.

The results and financial position of all
the group entities (none of which has the
currency of a hyper-inflationary economy)
that have a functional currency different from
the presentation currency are translated into
the presentation currency as follows:
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

4.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(r)

(s)

Translation of foreign currencies (Continued)

Group companies

(a)

assets and liabilities for each statement
of financial position presented are
translated at the closing rate at the end
of each reporting period;

income and expenses for each income
statement are translated at average
exchange rates (unless this average
is not a reasonable approximation
of the cumulative effect of the rates
prevailing on the transaction dates, in
which case income and expenses are
translated at the rate on the dates of
the transactions); and

all resulting exchange differences are
recognised in other comprehensive
income.

Goodwill and fair value adjustments arising

on the acquisition of a foreign entity are

treated as assets and liabilities of the foreign

entity and translated at the closing rate.

Exchange differences arising are recognised

in equity.

Employee benefits

Bonuses

The Group recognises a liability for bonuses

when there is a contractual obligation and

the amount can be estimated reliably.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(s)

Employee benefits (Continued)

Retirement benefit obligations

The Group operates the Mandatory
Provident Fund Scheme (the “MPF Scheme”’)
under the Hong Kong Mandatory Provident
Fund Schemes Ordinance for those
employees employed under the jurisdiction
of the Hong Kong Employment Ordinance.
The MPF Scheme is a defined contribution
scheme, the assets of which are held in
separate trustee-administered funds.

Under the MPF Scheme, the employer and
its employees are each required to make
contributions to the scheme at 5% to 10%
of the employees’ relevant income, with the
employees’ contributions subject to a cap
of monthly relevant income of HK$20,000.
The Group’s contributions to the MPF
Scheme are expensed as incurred. 5% of
relevant income vests immediately upon
the completion of service in the relevant
service period, while the remaining portion
vests in accordance with the MPF Scheme’s
vesting scales. Where employees leave the
MPF Scheme prior to the full vesting of the
employer’s contributions, the amount of
forfeited contributions is used to reduce the
contributions payable by the Group.
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(s)

Employee benefits (Continued)

Share-based compensation

The fair value of the employee services
received in exchange for the grant of
the share options and restricted share
awards is recognised as an expense in the
consolidated income statement.

The total amount to be expensed over the
vesting period is determined with reference
to the fair value of the share options and
restricted share awards granted. At the
end of each reporting period, the Company
revises its estimates of the number of
share options that are expected to become
exercisable and the number of restricted
share awards that become vested. It
recognises the impact of the revision of
original estimates, if any, in the consolidated
income statement, and a corresponding
adjustment to equity in the consolidated
statement of financial position will be made
over the remaining vesting periods.

The proceeds received, net of any directly
attributable transaction costs, are credited
to share capital and share premium accounts
when the share options are exercised and
when the restricted share awards are vested.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(t)

(u)

Share options granted to consultants

Share options issued in exchange for goods
or services are measured at the fair values
of the goods or services received, unless
that fair value cannot be reliably measured,
in which case the goods or services
received are measured by reference to the
fair value of the share options granted.
The fair value received are recognised as
expenses immediately, unless the goods or
services qualify for recognition as assets.
Corresponding adjustment has been made
to equity (share options reserve).

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of
qualifying assets, which are assets that
necessarily take a substantial period of time
to get ready for their intended use or sale,
are added to the cost of those assets, until
such time as the assets are substantially
ready for their intended use or sale.

Investment income earned on the temporary
investment of specific borrowings pending
their expenditure on qualifying assets is
deducted from the borrowing costs eligible
for capitalisation.

All other borrowing costs are recognised in
consolidated income statement in the period
in which they are incurred.
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(v)

Contingent liabilities and contingent
assets

A contingent liability is a possible obligation
that arises from past events and whose
existence will only be confirmed by the
occurrence or non-occurrence of one or
more uncertain future events not wholly
within the control of the Group. It can also
be a present obligation arising from past
events that is not recognised because it
is not probable that outflow of economic
resources will be required or the amount of
obligation cannot be measured reliably. A
contingent liability is not recognised but is
disclosed in the notes to the consolidated
financial statements. When a change in
the probability of an outflow occurs so
that outflow is probable, they will then be
recognised as a provision.

A contingent asset is a possible asset that
arises from past events and whose existence
will be confirmed only by the occurrence or
non-occurrence of one or more uncertain
future events not wholly within the control
of the Group. A contingent asset is not
recognised but is disclosed in the notes to
the financial statements when an inflow of
economic benefits is probable. When inflow
is virtually certain, an asset is recognised.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(w) Related party transaction

(i)

A person, or a close member of that

person’s family, is related to the group

if that person:

(1)

has control or joint control over
the group; or

has significant influence over the
group; or

is a member of the key
management personnel of the
group or the group’s parent.

An entity is related to the group if any

of the following conditions applies:

(1)

The entity and the group are
members of the same group (which
means that each parent, subsidiary
and fellow subsidiary is related to
the others).

One entity is an associate or joint
venture of the other entity (or an
associate or joint venture of a
member of a group of which the
other entity is a member).

Both entities are joint ventures of
the same third party.

One entity is a joint venture of a
third entity and the other entity is
an associate of the third entity.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(w) Related party transaction (Continued)

(x)

(i) An entity is related to the group if any
of the following conditions applies:
(Continued)

(5) The entity is a post-employment
benefit plan for the benefit of
employees of either the group or
an entity related to the group.

(6) The entity is controlled or jointly
controlled by a person identified in

0.

(7) A person identified in (i)(1) 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).

Provisions

Provisions are recognised when the
Group has a present obligation (legal or
constructive) as a result of a past event, it
is probable that the Group will be required
to settle the obligation, and a reliable
estimate can be made of the amount of the
obligation.

The amount recognised as a provision is the
best estimate of the consideration required
to settle the present obligation at the end
of the reporting period, taking into account
the risks and uncertainties surrounding the
obligation. When a provision is measured
using the cash flows estimated to settle the
present obligation, its carrying amount is the
present value of those cash flows (where
the effect of the time value of money is
material).

When some or all of the economic benefits
required to settle a provision are expected
to be recovered from a third party, a
receivable is recognised as an asset if it is
virtually certain that reimbursement will be
received and the amount of the receivable
can be measured reliably.
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g

CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

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

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

(a) Impairment of goodwill and intangible
assets

The Group performs annual tests on
whether there has been impairment of
intangible assets in accordance with the
accounting policy stated in notes 4(e) and
4(g) to the consolidated financial statements
respectively. The recoverable amounts
of cash-generating units are determined
based on value-in-use calculations. These
calculations require the use of estimates
and assumptions made by management on
the future operation of the business, pre-
tax discount rates, and other assumptions
underlying the value-in-use calculations.
Information about the assumptions
and the risk factors on impairment of
intangible assets is stated in note 19 to the
consolidated financial statements.
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

5. CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (Continued)

(b)

(c)

Estimate of fair value of investment
properties

Investment properties are stated at fair
value based on the market values, being
the estimated amount for which properties
could be exchanged on the date of valuation
between a willing buyer and a willing
seller in an arm’s length transaction or the
valuation performed by an independent
valuer. In determining the fair value, the
valuer has based on method of valuation
which involves certain estimates and
assumptions. In relying on the valuation
report, the management has exercised
their judgements and is satisfied that the
method of valuation is reflective of the
current market conditions. Should there be
any changes in assumptions due to change
of market conditions, the fair value of the
investment properties will be adjusted
accordingly.

Useful lives of property, plant and
equipment

In accordance with HKAS 16, the Group
estimates the useful lives of property, plant
and equipment in order to determine the
amount of depreciation expenses to be
recorded. The useful lives are estimated at
the time the assets are acquired based on
historical experience, the expected usage,
wear and tear of the assets, as well as
technical obsolescence arising from changes
in the market demands or service output of
the assets. The Group also performs annual
reviews on whether the assumptions made
on useful lives continue to be valid.
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5. CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (Continued)

(d)

(e)

Trade receivables

The aged debt profile of trade debtors is
reviewed on a regular basis to ensure that
the trade debtor balances are collectible
and follow up actions are promptly carried
out if the agreed credit periods have been
exceeded. However, from time to time, the
Group may experience delays in collection.
Where recoverability of trade debtor
balances is called into doubts, specific
provisions for impairments are made based
on credit status of the customers, the aged
analysis of the trade receivable balances
and write-off history. Certain receivables
may be initially identified as collectible,
yet subsequently become uncollectible
and result in a subsequent write-off of the
related receivables to the consolidated
income statement. Changes in the
collectibility of trade receivables for which
provisions are not made could affect our
results of operations.

Income taxes

The Group is subject to income taxes
in numerous jurisdictions. Significant
judgement is required in determining the
worldwide provision for income taxes. There
are many transactions and calculations
for which the ultimate tax determination
is uncertain during the ordinary course of
business. The Group recognises liabilities
for anticipated tax audit issues based on
estimates of whether additional taxes will be
due. Where the final tax outcome of these
matters is different from the amounts that
were initially recorded, such differences
will impact the income tax and deferred
tax provisions in the period in which such
determination is made.
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

5.

CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (Continued)

(f) Fair value of financial instruments

The Group uses valuation techniques
that include inputs that are not based
on observable market data to estimate
the fair value of certain types of financial
instruments. Notes 27 and 39 to the
consolidated financial statements provide
detailed information about the key
assumptions used in the determination of
the fair value of financial instruments, as
well as the detailed sensitivity analysis for
these assumptions.

The directors believe that the chosen
valuation techniques and assumptions used
are appropriate in determining the fair value
of financial instruments.

OPERATING SEGMENTS

The Group determines its operating segments
based on the reports reviewed by the chief
operating decision-maker that are used to make
strategic decisions.

For management purposes, the Group currently
engages in four operating divisions - (i)
distribution; (ii) property investment; (iii) sales of
financial assets and (iv) provision of management
services. The segmentations are based on the
information about the operations of the Group
that management uses to make decisions.
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For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

6. OPERATING SEGMENTS (Continued) 6. BEDIE)
Principal activities are as follows: FEEKNT
(i) Distribution  Distribution of films and sub- (i) 1T BTEERER
licensing of film rights B RITRE
(i) Property Leasing of rental properties (i) YMERE HEHAWE
investment
(iiiy Sales of Sales of financial assets (i) HEEM HERLATFEFTA
financial at fair value through profit EE BRERzZEMEE
assets or loss
(iv) Provision of  Provision of management (iv) RHEERE ORMABSEEZ
management services to concierge AR 7% BEFANABEIIR
services departments of gaming HEE R
promoters appointed by
Macau casinos
The Group’s reportable segments are strategic AREBCUER)ANEETREL 2
business units that operate different activities. REMEN BARBEBENVNTEATE
They are managed separately because each TISHEERR » WZELBIOHEE -

business unit has different marketing strategies.

Further, the business units are also managed to N BREKEBNMTRTEEZXR 2B L
operate in different countries separately. Revenue EEE WEREBEDNREEMTEHE
and results are attributed to countries on the BREZEEZR o

basis of the assets located.
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6. OPERATING SEGMENTS (Continued) 6. ZEEEHE)
REEREEREETHE D 22
ITWEE -EE - EERHMEEYHK
BEROAT

An analysis of the Group’s reportable segment
results, assets, liabilities and other selected
financial information for the year by operating
segment is as follows:

For the year ended 31 December 2011 BE2—ZE——S+-A=+—HLEE

128

Sales of  Provision of
Property financial  management
Distribution ~ investment assets services  Consolidated
HE Rt
34 VES SREE EEMRE B4
HK$:000 HK$'000 HK$'000 HK$'000 HK$'000
77 77 77 77 77
Revenue 1§
Revenue from external customers REHNEF 2 bd - 281 - 78,893 19,174
Results 4
Segment results for reportable segment B riody e - 27 - 78,803 79,160
Investment and other income RERAMHA 15,411
Administrative expenses G (21,738)
Finance costs HEER -
Share of results of associates ElEENT%E -
Profit before taxation NEsERRR 12,833
Income tax credit FramiEs 32,508
Core profit for the year KEEROER
(excluding major non-cash items) (FREEEHRLER) 105,431
Major non-cash items TEFRLEA
— Gain arising on change in fair value of conversion ~ — ERTBRZEAS
options embedded in convertible notes TRERE,ATRE
receivable LA 262
— Gain arising on change in fair value of investment ~ — RENE ATELBEL
properties P23 1412
— Gain on a bargain purchase - BEREZ YA 92,837
— Gain on disposal of subsidiaries — HEWBAT NS 422
— Imputed interest income on convertible notes — RUTERZEHEAS
receivable KA 18478
— Impairment loss recognised in respect of intangible — EEIEFEEHE
assets i (290,741)
— Impairment loss recognised in respect of property, — EB:NIE  BERRMEH
plant and equipment el (467)
— Loss arising on change in fair value of financial ~ — RATE; ABHRZ
assets at fair value through profit or loss SHERZATERD
ELZFB (42,172)
— Written off of property, plant and equipment — 0% - BERR BN (118)
(155,256)
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6. OPERATING SEGMENTS (Continued)

For the year ended 31 December 2011

‘0 the Consolidated Financial Statements
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For the year ended 31 December 2011 BtZ2 —F——F+=-F =+ —HIFE

6. “E5 (&)
BE_ZT——FT-A=T-HLEE

Sales of  Provision of

Property financial  management

Distribution investment assets services  Consolidated
BE Rt

& HES tHEE BB ga

HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
TEr TEr TEn 72 22

Assets and liabilities EERAR
Assets EE
Segment assets for reportable segment 2RIBLANEE
— Hong Kong —&h 411 446,219 124,419 - 571,049
- Macau i - - - 48,785 48,785
411 446,219 124,419 48,785 619,834
Unallocated corporate assets AIEEEEE 643,598
Consolidated total assets GREEAE 1,263,432
Liabilities B
Segment liabilities for reportable segment PEZ Gk PAE =L
- Hong Kong — &8 (578) (5,194) (542) - (6,314)
- Macau i - - - (5.219) (5,213)
(578) (5,194) (542) (5,273) (11,587)
Unallocated corporate liabiliies AAREEAE (14,210)
Consolidated total liabilties REBEAR (25,797)

Sales of  Provision of

Property financial  management

Distribution investment assets services  Consolidated
#E Rt

& VES tHEE ERfRH ga

HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
TET TET TEn TEn TEn

Other segment information 22 HER
Depreciation and amortisation ERSEH
- reportable segment — 2§
— unallocated expenses — RARERL

Additions to non-current assets (other than financial FEEAHEE (LRIAR
instruments and deferred tax assets) EEHEEERD)

28

- 442,920 - - 442,920
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6. OPERATING SEGMENTS (Continued) 6. ZEEEHE)

For the year ended 31 December 2010 BE-Z-ZEF+-HA=1+—HLEE

130

Sales of  Provision of

Property financial  management

Distribution investment assets services  Consolidated
HeE Rt

E SHER ERRH &a

HK$'000 HK$'000 HK$'000 HK$'000
TEr TET TEn Tirn

Revenue Wi
Revenue from external customers REUNEF 2 UG - 4,590 73,610 78,200
Results L
Segment results for reportable seqment EES Ve WAEES - 4,590 72,078 71,568
Investment and other income RERAMUA 13,299
Administrative expenses LG5 (14,366)
Finance costs HEER (3,041)
Share of results of associates NG (9,371)
Profit before taxation NEsERRR 64,089
Income tax expense framims (363)
Core profit for the year REERLER
(excluding major non-cash items) (FEfEEEHRLEE) 63,726
Major non-cash items TEFRSER
— Gain arising on change in fair value of conversion ~ — BERTREZERS 2
options embedded in convertible notes HEERE, N VERD
receivable s 1,525
— Gain arising on change in fair value of financial ~ — BATEFABERZ
assets at fair value through profit or loss SHEEZLNTESD
Erobs 4,918
— Gain arising on early repayment of convertible — REEERUTRRZER
notes receivable a6 75,962
— Gain arising on early repayment of promissory ~ — REEERNANZEL
note receivable g 64,627
— Gain on disposal of available-for-sale — hETftESRERY
financial assets & 7579
— Impairment loss recognised in respect — ORATHLESHERN
of available-for-sale financial assets el (14,280)
— Impairment loss recognised in respect - CRAEVEENERE
of intangible assets (4,856)
— Imputed interest income on convertible — BUTEREE2HEAE
notes receivable WA 821
— Imputed interest income on promissory — BUARZZHERNE
note receivable WA 3,520
— Loss on deemed disposal of an associate — REHEREN A ER (637,619)
— Loss on early redemption of convertible - RERERNTRREEL
notes payable i (1,062)
— Loss on losing significant influgnce — REBENAZEAZEL
of an associate i (21,028)
(356,457)
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6. OPERATING SEGMENTS (Continued)

For the year ended 31 December 2010
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For the year ended 31 December 2011 BtZ2 —F——F+=-F =+ —HIFE

6. EEHHE)
BE-S-BF+-A=t-ALEE

Sales of  Provision of

Property financial  management

Distribution investment assets services  Consolidated
HE 2t

B ES e LHEE BB Ga

HK$'000 HK$'000 HK$'000 HK$'000 HK$000
TET TET TEn TEn TiEn

Assets and liabilities BERGE
Assets -
Segment assets for reportable segment 2RIBLANEE
— Hong Kong —&# 420 - 99,989 - 100,409
- Macau — B = - - 340,540 340,540
420 - 99,989 340,540 440,949
Unallocated corporate assets AOBEBEE 956,455
Consolidated total assets RREEAE 1,397,404
Liabilities af
Segment liabilities for reportable segment PEZVE AL
- Hong Kong — BB (478) - (523) - (1,001)
— Macau — 28 - - - (40,162) (40,162)
“9) - (529) (40,162) (41,163
Unallocated corporate liabilities AOBEBEE (11,678)
Consolidated total liabilities FRAEAT (52,741)
Sales of  Provision of
Property financial  management
Distribution investment assets services  Consolidated
HE Rt
% NERE SHEE ERfH Ge
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
7 Fér 7 71 71
Other segment information HbAHER
Depreciation and amortisation FEREH
— reportable segment — 2R - - 362 - 362
— unallocated expenses — RHEHX 61
423
Additions to non-current assets (other than financial FEFAHEE(LRIAR
instruments and deferred tax assets) EEREEERD)
— unallocated expenses — RPEHX 2
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

6.

OPERATING SEGMENTS (Continued)

Revenue reported above represents revenue
generated from external customers. There were
no inter-segment sales in the year (2010: Nil).

Segment results represent the profit earned
by each segment without allocation of central
administrative expenses including directors’
remuneration, share of results of associates,
investment and other income, other gains and
losses, finance costs and income tax credit/
(expense). This is the measure reported to the
chief operating decision maker for the purpose of
resource allocation and assessment of segment
performance.

For the purposes of monitoring segment
performance and allocating resources between
segments:

— all assets are allocated to reportable
segments other than goodwill, convertible
notes receivable, conversion options
embedded in convertible notes receivable,
amount due from an associate and certain
cash and cash equivalents that are not
attributable to individual segments. Assets
used jointly by segments are allocated
on the basis of the revenues earned by
individual segments; and

— all liabilities are allocated to reportable
segments other than current tax liabilities
and other financial liabilities that are
not attributable to individual segments.
Liabilities for which segments are jointly
liable are allocated in proportion to segment
assets.
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Notesf6 the Consolidated Financial Statements

6. OPERATING SEGMENTS (Continued)
Geographical information

The Group mainly operates in Hong Kong and
Macau. The Group’s revenue from external
customers and information about its non-current
assets by geographical location are detailed

SR = For the year ended 31 December 2011 #ZE=—F——F+=-H=+—HIFEZF

8 M5 H R
HE D W (%)
i B

AEBTEREBRBEMEE - A&H
EHESS 2HIREFZWERARA
FRBEEZERFINNOT ¢

below:
Revenue from
external customers Non-current assets
REHNMEF 2K E FREBEE
2011 2010 2011 2010
—g-—-% -“2-F -¥--F -F-Tf
HK$’000  HK$000 HK$000  HK$’000
FET FET FET FET
Hong Kong 5B 281 4,590 792,539 55,333
Macau g 78,893 73,610 43,940 334,681

79,174 78,200 836,479 390,014

Information about major customers

Included in revenue arising from provision of
management services of HK$78,893,000 (2010:
HK$73,610,000) are revenue of HK$73,743,000
(2010: HK$60,295,000) which arose from services
fee income received and receivable from the
Group’s largest customer.
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_Forithélyear ended 31 December 2011 BE=F ——F+ = =+— AL FZ

7. TURNOVER 7. EXEH
2011 2010
—B——F —E-EF
HK$°000 HK$’000
FET FET
Sales of financial assets at fair HERAFETA
value through profit BRkeemEE
or loss, net (note) FEE(HEE) — 4,590
Rental income HEWA 281 -
Services fee income AR & WA 78,893 73,610
79,174 78,200
Note: it -
The gains from sales of financial assets at fair value HERAFEFABERZERNEEZRGE IR
through profit or loss are recorded in “turnover” on a net TFRAE AR E R PR o
basis.
An analysis of sales of financial assets at fair HERATFEFTABEZERZEREEZ
value through profit or loss is as follows: IRWMT -
2011 2010
—EB——F —E-FF
HK$’000 HK$’000
FET FET
Proceeds from sales of financial HEZAFEFTA
assets at fair value through profit BRakrZetmEEZ
or loss Fri§RIR - 10,521
Cost of financial assets at fair value BAFEFABHERZ
through profit or loss TREEZHAR - (5,931)
— 4,590
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For the year ended 31 December 2011 BtZ2 —F——F+=-F =+ —HIFE

8. INVESTMENT AND OTHER INCOME 8. BRERHMWA

2011 2010

—B——F —E-EF

HK$’000 HK$’000

FET FET

Dividend income REWA 8,844 3,504
Compensation for lapse of joint EEMBRBLARZ

venture agreement BE(E - 1,500

Compensation for shortfall in AR5 & W AR &

services fee income guarantee ?FE%I%‘EZB*‘{” - 4,938

Interest income on bank deposits TERZREWA 5,820 2,992

Sundry income %’EIEH&)\ 747 365

15,411 13,299
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

9.

OTHER GAINS AND LOSSES

9. HtthmREE

2011 2010
—E——F —E-FF
HK$’000 HK$’000
FET FET
Gain arising on change in fair ERARREEREZ
value of conversion options HBBREECANTEEH
embedded in convertible notes EEz Wi
receivable 262 1,525
Gain arising on change in fair REMEZAFEERBEEZ
value of investment properties g 1,412 —
Gain arising on early repayment REEERRTHRRERE
of convertible notes receivable EE W= - 75,962
Gain arising on early repayment REBEZEERWEANEEEZ
of promissory note receivable U&= - 64,627
Gain on a bargain purchase ZEBE W& 52,837 —
Gain on disposal of available-for- HEAHEESRHEE>
sale financial assets & - 7,579
Gain on disposal of subsidiaries HEMB AR Z W E 422 —
Imputed interest income on: LUTIEB ZEEMBERA
— convertible notes receivable — W TR ERE 18,478 527
— promissory note receivable — BWENERE - 3,520
Impairment loss recognised in cEIIHEESRERE
respect of available-for-sale RIEEE
financial assets - (14,280)
Impairment loss recognised in CRIABEEERERSE
respect of intangible assets (290,741) (4,856)
Impairment loss recognised in ERANE  BERSZE
respect of property, plant and REEE
equipment (467) —
(Loss)/gain arising on change in fair EAFEFABZRZ
value of financial assets at fair TREEZATEEHES
value through profit or loss Z(E8) s (42,772) 4,918
Loss on deemed disposal of an RIEHEHZE QT
associate ZEE - (637,615)
Loss on early redemption of REER EMARRERE
convertible notes payable Z BB - (1,062)
Loss on losing significant influence kEMENTZEATEZ
of an associate 8 - (21,028)
Written off of property, plant W - BE KRR EME
and equipment (118) —
(260,687) (420,183)

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)
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Notes’f6 the Consolidated Financial Statements
g SAMEEEmE
M —— -f—-"’f For the year ended 31 December 2011 BZ —EFE——F+=-H=+—HIFZF
10. LOSS FROM OPERATIONS 10. REEE
Loss from operations has been arrived after REEKEBIBEMRTIISIE !
charging:
2011 2010
—B——F —E-FF
HK$’000 HK$’000
FET FET
Auditors’ remuneration ZE BN EN & 680 600
Amortisation of intangible assets & = # 2 -
Depreciation of property, plant M- BER
and equipment RIBINE 226 423
Share-based payment expenses in FEERIREUBR SR X
respect of consultancy services 2% - 671
Operating lease rentals in respect FHEYFE =
of rented premises KREHAHEE 2,592 2,845
Staff costs including directors’ [= 5PN
remuneration (BREEME)
— salaries and other allowances  — %ﬁ%&ﬁﬁﬂ)‘%ﬁﬂi 4,140 1,779
— contributions to retirement EIRERFT B
benefits scheme 77 45
— share-based payment — UG EXNZ Tz
expenses 1,300 1,639
5,517 3,463
11. FINANCE COSTS 11. REER
2011 2010
—B——F —E-EF
HK$’000 HK$’000
FETT FET
Imputed interest expense on EBAATREREZ
convertible notes payable HERNERX - 3,041
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Notes to the Consehﬁated Financial Statements

ﬁéaﬁwﬂm’/

For the yearé”ded 31 December 2011 BiZ=F——F+_HA=1+—HIFE

12. DIRECTORS’ EMOLUMENTS

The aggregate amount of emoluments payable

to the directors of the Company during the year

2. EEM

FABRNTARAESZMERESR

4,303,000 BT (=F

—ZF

1,135,000

was HK$4,303,000 (2010: HK$1,135,000). The BIL) BE_ZE——FER-_E—ZFF
remuneration of each director for the years ended +ZA=+T—HLEEE B2EBEZ2H
31 December 2011 and 2010 is as below: 20T :
Contributions
Salaries and to retirement Share-based payment
Fees other allowances benefit scheme expenses Total
Name of director #3024 e HERAMBEY RUCRRGEES  UROFARAZER - h
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
%--% ZB-%F “%--% “F-Tf -%--f -R-%fF -%--F “B-FF “B--F "F-EF
HK$'000  HK$'000 HKS000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HKS$'000  HK$'000
Fér  FEr  TEr  TEn  TEr  FEr  FEr TEn TEL TER
Mr. Heung Wah Keung (note ) 854 (#:2i) - = - = - = - = - =
Ms. Chen Ming Yin, Tiffany (note j) BE%Z L (i) - - - - - - - - - -
Mr. Lei Hong Wai (note i SRERENFi) - - 930 110 1 5 - 168 941 283
Mr. Cheung Kwok Wai, Eiton ~ BEIE%E
(note iii) (fitii) - - 920 - 10 - 936 - 1,866 -
Mr. Chan Kin Wah, Billy (note ii) ~ RIEBZ %4 (#:2ii) - - 720 320 12 4 364 168 1,09 492
Mr. Cheung Kwok Fan (note iv) ~ BEIE G4 (#iZiv) 40 = - = - = - = 40 =
Mr. Tang Chak Lam, Gilbert BEMSEL
(note v) (fitv) 80 120 - - - - - - 80 120
Mr. Ho Wai Chi, Paul (note vi) ~ MEAEE(Mtw) - 47 - = - = - = - 47
Mr. Lien Wai Hung (note vi) BEBEEWZ) - 47 - - - - - - - 47
Mr. Wan Shing Chi (note vii) FRELE W vi) 120 73 - - - - - - 120 73
Mr. Hung Hing Man AEEE
(notes vii and viii) (Wit vii R viii) 102 73 - - - - - - 102 73
Mr. Ng Heung Yan (note ) RECEEMZY) 40 - - - - - - - 40 -
Mr. Wong Tak Chuen (note ix) ~ BfER%4(HiZix) 18 - - - - - - - 18 =
Total emoluments Heag 400 360 2,570 430 33 9 1,300 36 4308 1,135

None of the directors of the Company has waived

any emoluments during the year.

Notes:

vii)
Viii)
iX)

Resigned on 1 February 2010.
Appointed on 18 January 2010.
Appointed on 1 February 2011.
Appointed on 31 August 2011.
Resigned on 31 August 2011.
Resigned on 25 May 2010.
Appointed on 25 May 2010.
Resignhed on 7 November 2011.
Appointed on 7 November 2011.
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Ng/t,es’fﬁfthe Consolidated Financial Statements

g CEP R LT
Ea For the yearended 31 December 2011 BE=F——F1+=A=+—HILFE

13. EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest
emoluments in the Group, three (2010: two) were
directors of the Company whose emoluments
are included in the disclosures in note 12 to

13. EEMS

RAEEREREHFALTESR  =ZA(=
E-ZEF WMAIBARAZES K&
ECMERNGFESUBRERME12KE -
BTRMA(CE-ZFF: ZA)zMEw

the consolidated financial statements. The T :
emoluments of the remaining two (2010: three)
individuals were as follows:
2011 2010
—B-——F —T-%F
HK$°000 HK$’000
FET FET
Salaries and other allowances e R HAMER, 730 734
Contributions to retirement BRI FT B R
benefits scheme 24 29
Share-based payment expenses URGBRERLZAF2EX - 504
754 1,267

Their emoluments were within the following
bands:

BE2MENFLUTEE :

Number of employees

ERAR
2011 2010

—2--% —2-T%F

Nil - HK$1,000,000 Z%1,000,000% T 2 3

HK$1,000,001 - HK$1,500,000
HK$1,500,001 - HK$2,000,000
HK$2,000,001 - HK$2,500,000

1,000,001 # st £ 1,500,000 % 7T - —
1,500,001 % JT £ 2,000,000 % T - —
2,000,001 & T £ 2,500,000 & 7T - —
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Notes to the Consaﬁﬁgted Financial Statements
ﬁAﬂﬁﬁiﬁiﬂﬂE’

For the yearended 31 December 2011 BiZ=F——F+_HA=1+—HIFE

4. INCOME TAX CREDIT/(EXPENSE) 14. FiB5HER,(FAX)
Income tax recognised in consolidated income RGERBERERZMEH :
statement:
2011 2010
—2——F —E-FF
HK$’000 HK$’000
F#ET FET
Current tax expense REAFLIER X (2,283) (531)
Deferred taxation (note 31) IEFERLIE (B12F31) 34,881 168
32,508 (363)
Hong Kong Profits Tax is calculated at 16.5% of REE > BEBNESHIZATERBER
the estimated assessable profit for the year. 2Z16.5% & -
No provision for Macao Complementary Profits HRASEBSEMGTTERTERN - 88
Tax has been made for the year ended 31 2-ZE——&+=H=+— EIJJ:EF‘jt
December 2011 (2010: Nil) as the Group has no EIRPAEERNEHRIELRE(ZZE—
estimated assessable profits. $ DHE) o
The income tax credit/(expense) for the years can KEEZREMER (BX)AJEEZES
be reconciled to the loss before taxation per the WHRRAZKRB A EIEHENT :

consolidated income statement as follows:

2011 2010
—E--F —E-E5F§
HK$’000 % HK$°000 %
FET Bt FET Bt
Loss before taxation BB AIEE (187,854) (356,094)
Income tax at tax rate of 16.5% EBE16.5%
(2010: 16.5%) (ZE—ZF 1 16.5%)
SR ZFEH 30,996 (16.5) 58,756 (16.5)
Effect of different tax rates of REM B EEELSE B
subsidiaries operating in other RATERRZEE
jurisdictions (13,084) 7.0 — —
Tax effect of income that is not HEEERD & *JHTT‘
taxable in determining taxable BV ONPZ T 32
profits 18,301 9.7) 42,024 (11.8)
Tax effect of expenses that are Efzmﬁgﬁﬁlﬁéﬂﬂ-r?‘
not deductible in determining NP2 E
taxable profits (36,834) 19.6 (99,688) 28.0
Utilisation of tax losses previously B RAIRERAHKER
not recognised 4 (0.1) — —
Tax losses not yet recognised AEABEER (1,666) 0.9 (1,591) 0.5
Under-provision in prior year BEIFEREBERR - - (32) -
Deferred tax credit EEBEER 34,881 (18.6) 168 (0.1)

Income tax credit/(expense) for the RNEEFEHRIER, (%)
year 32,598 (17.4) (363) 0.1
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No/t,es*t”ﬁ"t’he Consolidated Financial Statements
i 7 & Mk RMEE

R For the year ended 31 December 2011 BiZ —F——F+ _-_A=+—HIFE

15. LOSS PER SHARE 15. BRE#E
The calculation of basic and diluted loss per APBBEEAELMEREARBEESE
share attributable to owners of the Company is TIRETHIEIEE -

based on the following data:

2011 2010
—E——F —E-EF
HK$’000 HK$’000
FETT FET
Loss for the year attributable to RNREE AENG
owners of the Company rEEFE (155,255) (356,457)
2011 2010
—E——F —E-EF
’000 ’000
FiE Fi
(Restated)
(E%))
Number of ordinary shares EZRREE
Weighted average number of R EBREARK
ordinary shares for the purpose of #BEIERFFACEER
basic and diluted loss per share INFEFEITE 3,709,418 477,311
The weighted average number of shares for the RAEMEFECSRERARBEEHE
purposes of calculating basic and diluted loss NAACEBERMELIHKEERFER
per share for both years has been adjusted to ZARBEEHARE - AHEBREZFES
reflect the open offer occurred during the year. BA GRS B ISR M EE 29()) ©
Details of the open offer are set out in note 29 (i)
to the consolidated financial statements.
Diluted loss per share for the years ended 31 BE-_Z——FkR=-ZE—ZF5+=A
December 2011 and 2010 were the same as the EST-BLEFEZBREEEEESR
basic loss per share. The Company’s outstanding HAEEER -srEERBEEFEEILF
share options were not included in the calculation BREAQABZARTEBERE  FRAT
of diluted loss per share because the effects of FARAFRZRITEBREEEREESY

the exercise of the Company’s outstanding share &o
options were anti-dilutive.

Annual Report 2011 —&— —F 5§ ETERNITY INVESTMENT LIMITED sk 8% Mi& E5R AT 141



142

Notes to the Con

dated Financial Statements

= .
FeMBEE
_Forithélyear ended 31 December 2011 BE=F ——F+ = =+— AL FZ
16. DIVIDENDS 16. R E
2011 2010
—E——F —E-F
HK$’000 HK$’000
FETT FET
Dividends recognised as FRERBDIKZ
distributions during the year: BE
2010 Interim dividend paid —E-ZFEAHRERE
— HK$0.03 per share — 8% 0.03 8T - 33,063
2011 Special dividend paid —E——FEMNBIRE
— HK$0.025 per share — 8 0.0258 T 198,359 -
198,359 33,063

The directors of the Company do not recommend
the payment of any final dividend for the year

ended 31 December 2011 (2010: Nil).

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)
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‘0 the Consolidated Financial Statements
e MEHRERMEE

For the year ended 31 December 2011 BtZ2 —F——F+=-F =+ —HIFE

17. PROPERTY, PLANT AND EQUIPMENT 17. ¥ - BERRE

The Group &
Leasehold Office Motor Furniture
improvements equipment vehicles  and fixtures Total
BENREE BAERE AE BiR%E Ch
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fér Fér FAr FErn Fér
Cost S
At 1 January 2010 R-2-%%£-5-A 2,746 160 2,150 1,093 6,149
Additions during the year FRRE - 26 - - 26
At 31 December 2010 RZ2-2F+ZB=t-BR
and 1 January 2011 “E2--£-§5-A 2,746 186 2,150 1,093 6,175
Additions during the year ERRE - 2 - - 2
Derecognised on disposal of subsidiaries &N A FRA LLES
(note 37) (Hit37) = @ - - Y
Written off fiis (365) (18) - - (383)
At 31 December 2011 R=®--FtZA=t1-H 2,381 168 2,150 1,003 5,792
Accumulated depreciation and ZHEREE
impairment
At 1 January 2010 R-5-ZF-5-A 2,265 80 1,138 828 4311
Charged for the year AEEER 160 20 203 40 423
At 31 December 2010 R=E-ZE+-B=1-HEk
and 1 January 2011 “%--f-§-A 2,425 100 1,341 868 4,734
Charged for the year AEEER - 17 209 - 226
Impairment losses recognised EEINERE 212 30 - 225 467
Written off s (256) ) - - (265)
At 31 December 2011 R=8--FtZA=t-H 2,381 138 1,550 1,003 5,162
Carrying amounts BEFE
At 31 December 2011 R=E--F+-B=1-H - 30 600 - 630
At 31 December 2010 R-B-BE£+Z/=1-8 321 86 809 225 1,441
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Notes to the Cor)_,sgli'd;t-ed Financial Statements
REMIERRMNE

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

18. INVESTMENT PROPERTIES 18. REWH
The Group AEE
HK$’000
FET
Fair value: AFEE
At 1 January 2011 R=—ZE——F—HF—H =
Acquisition of assets through purchase EREEMBAGIWEEE
of a subsidiary (note 36) (K15t 36) 6,508
Acquisition of subsidiaries (note 35) W B FfS B A B (A7 At 35) 435,000
Increase in fair value recognised SR ATEZEM 1,412
At 31 December 2011 R-ZZE——F+=ZHA=+—H 442,920

The Group’s investment properties are located in
Hong Kong and held under medium term lease.

On 26 October 2011, the Group acquired the
entire issued share capital of Dynamic Eagle
Investments Limited (“Dynamic Eagle”) from an
independent third party at a cash consideration
of HK$6,500,000. The principal assets of Dynamic
Eagle are investment properties located in Hong
Kong. The consideration of HK$6,500,000 was
considered to be the fair value of the investment
properties at the time of acquisition.

On 23 December 2011, the Group acquired the
entire issued share capital of Adelio Holdings
Limited (“Adelio”) from an independent third
party at a cash consideration of HK$262,022,000.
The principal subsidiary of Adelio is engaged in
the business of property holding in Hong Kong.
The fair value of the investment properties held
by that principal subsidiary was considered to be
HK$435,000,000 at the time of acquisition.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)

REBZREVELRES  AREHD
HEEEE -

RZZBE——F+A=Z+xB  2&EU
1R € 1X {8 6,500,000 & Jt Y i Dynamic
Eagle Investments Limited ([ Dynamic
Eaglel) 2 & 3 E # 47 BR 7= ° Dynamic
Eagle2 T EEER —EBUNBEBZRE
% - X 1E6,500,000 % JT A U B8 BF 3
REAZRENEZATE-

R-—ZFE——F+ZA=-+=ZH ' &K
LR € A 1£262,022,00058 T @ —
% ¥ L % = 5 W B Adelio Holdings
Limited ([ Adeliol) 2 & & B 2 17 I&
KoAdeloZFEMBARRENRE
BZYEREBERE ZETZEMEB AT
BE2REMEZLAFERBBRERA
435,000,000 8 7T ©
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No/t,es-“t‘ﬁfthe Consolidated Financial Statements

B

18. INVESTMENT PROPERTIES (Continued)

The fair value of the Group’s investment
properties at 31 December 2011 are stated at fair
value which has been arrived at on the basis of
valuations carried out on that date by Peak Vision
Appraisals Limited (“Peak Vision”) and Grant
Sherman Appraisal Limited (“Grant Sherman”).
Each of Peak Vision and Grant Sherman is a firm
of independent qualified professional valuers
with no connection with the Group. Peak Vision
and Grant Sherman are members of Hong
Kong Institute of Surveyors (“HKIS”) and have
appropriate qualifications and recent experiences
in the valuation of similar properties in the
relevant locations. The valuations, which conform
to HKIS Valuation Standards on properties (1st
Edition 2005) were arrived by reference to market
evidence of recent transaction prices for similar
properties and the current rents passing and the
reversionary income potential of tenancies.

Annual Report 2011 =& — —F R
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For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

REWME &)

R-ZZFB-——5+ZA=+—-0 ' &X5H
REMEZLNFEDIRAFEIER &
CEREEFEARIA(CRE DR PR
FAEERAB(HEDRE BETZFT
HEEGEH RERPEHIABIUSE
KAEEM2 DT WIGEARNEEHEE -
RRERTEATBAEMBS(HER
EMZE ARE  YRAGEEREBELE
L2 BUDEFTHEESBERRIH
Ko (HEEBBUEBMBT 2YEM
BEE(ZZEZRFE—MR) -2 ALE
SEZRRBELNEZIBRREZTE
B UREmEEREEHEESTE
BBRATMEH -
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Notes to the Cor)_,sgli'd;t-ed Financial Statements
REMIERRMNE

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

19. INTANGIBLE ASSETS 19. B EE

146

The Group ARE
Services
agreements Trademark Total
BR 7 175 & 5L et
HK$’000 HK$’000 HK$’000
FET FET FET
Cost B A
At 1 January 2010, R=ZE—-FEF—-HF—H"
31 December 2010 and —E-EF+ZA
1 January 2011 =+t—HK
—E——%—H—H 456,857 — 456,857
Additions during the year FRARE — 50 50
Derecognised on disposal of HEMKE L FRKLE
subsidiaries (note 37) WRKEFE37) - (50) (50)
At 31 December 2011 R=-TB——%
+—H=+—H 456,857 — 456,857
Accumulated impairment  2iHE{E R #
and amortisation
At 1 January 2010 NR-ZE—ZF—F—H 117,320 — 117,320
Impairment losses recognised & 2R EE 1B 4,856 = 4,856
At 31 December 2010 and 1 R=-Z—=&
January 2011 +T=ZA=+—HEK
—_=E——%—HA—H 122,176 — 122,176
Amortisation during the year R} — 2 2
Eliminated on disposal of HE B D B BFIK 8
subsidiaries (note 37) (K12%37) = (2) (2)
Impairment losses recognised B &R EE 2 290,741 — 290,741
At 31 December 2011 R-B——fF
+=B=+—H 412,917 - 412,917
Carrying amounts FREE
At 31 December 2011 R=-ZT——F
+=B=+—H 43,940 - 43,940
At 31 December 2010 R-Z—FF
+=B=+—8H 334,681 — 334,681
Notes: Kzt

(a) Services agreements represent the carrying amounts
of services agreements held by Rich Daily Group
Limited (“Rich Daily”), a management services
provider to the concierge departments of gaming
promoters in Macau. The services agreements have
indefinite useful lives and no amortisation has been
made.

At the end of financial year, the directors of the
Company reassessed the recoverable amounts
of services agreements held by Rich Daily with
reference to the valuations performed by Grant
Sherman. In light of one of the services agreements
being expired on 12 September 2012, an impairment
loss of HK$290,741,000 was recognised (2010:
HK$4,856,000). Please refer to the Company’s
announcement dated 12 September 2011 for details.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)

(@) AR 7% 1% & #E Rich Daily Group Limited
(TRich Daily]) » BRPIEERNAZE
B2 B R BRI RS 2
IREME - REHEEEERAFEAEE
TNEAE RS o

R BRERE  RRATEZSEHRFME
25 B Rich Daily 5 RS
WE 2R E £S5 - ARES — B RE R
EER-_Z——-FHLAt+=HE®M  BUR
BB 290,741,000 8 T T UBRA(ZE
— =4 : 4,856,00087T) - BEREAFERES
Bﬁﬁ’aﬁmiﬁ——inﬂ +=BHEz
/L\\ o
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Notes “to the Consolidated Financial Statements

i 7 & Mk RMEE
R For the year ended 31 December 2011 BiZ —F——F+ _-_A=+—HIFE
INTANGIBLE ASSETS (Continued) 19. B EE (&)
Notes: (Continued) Kz - (48)
(@) (Continued) (@) (#&)

The recoverable amounts of the services agreements
were assessed by reference to value-in-use
calculation. A discount rate of 22.88% per annum
(2010: 21.23%) was applied in the value-in-use
model which uses cash flow projections based on
financial forecasts approved by the directors of the
Company covering a five-year period. There are a
number of assumptions and estimates involved for
the preparation of the cash flow projections for the
period covered by the forecast. Key assumptions
include gross margin and growth rate which are
determined by the management of the Group based
on its expectation for market development. The
growth rate for the year was 1% (2010: 1%). The
discount rate used is pre-tax and reflects specific
risks relating to the industry.

(b)  Trademark represents the rights to use trade names (b)
and proprietary marks pursuant to the master
franchise agreement dated 6 July 2011 entered into
between Advance Top Limited (“Advance Top”),
a then wholly owned subsidiary of the Company,
and a Japanese corporation. The useful life of the
rights to use is ten years and amortisation has been
made. On 15 December 2011, the trademark was
derecognised upon the disposal of Advance Top and
its subsidiaries (the “Advance Top Group”) (note 37).

INTERESTS IN ASSOCIATES

REHE2TRESEIZ2 R
FEAFAFGL EAEEAE
WEERABSF20288% (=T — T F:
21.23%) » FHAMIBEAR A R EB A& 2 B
BEAMELE 2 RESRETER  FIRE 25
BAEF - fRETE R AR E Fﬁziﬁfuu.
278) Eﬂzﬁ&%lﬁﬁ’“&fﬁu‘l’ FERR
EENERRERE ﬁ:%l—?—fﬁﬁﬂ$/§.
%EE*EEEE%%‘%Z%EWEE o £
AZEBRERZ1%(ZZ—FF 1 1%) ° Ff
RITREDRREA 0 BERWRETERE
ZHEHERRE o

Eﬂ@
A 55 38
ﬂHTmE

BAEERBEAQATAHEBECZEMNBLATE
HAERARD(ERNE-—BBARATAR=
E——FtANBIZZEERERZEU
EABEERBREEREZER - EHAE
e AEHATF  BHELECHED -
RZZE——F+-A+HHB BERLE
ESHREMBAR(SHER]) FRIERE
A (MEE3T7)

20. RBE QT 2 EH®

The Group
rEH
2011 2010
—E——f —E-ZF
HK$’000 HK$’000
FET FET
At 1 January n—A—H - 641,908
Addition during the year (note c) FRARE (Bitc) - =
Loss on deemed disposal of an RIEHEBE QAR ZEE
associate (notes b(i), b(ii) and b(iii)) (KL b(i) ~ b(ii) & b(iii)) - (537,615)
Loss on losing significant influence kEZBENTNERFEH
of an associate (note a(i)) B8 (K12 afi) - (21,028)
Reclassification to financial assets E#HPEEHEAFEA
at fair value through profit or loss HEBEXRZEMEE
(note a(ii)) (BtaE a(ii)) - (5,929)
Reclassification to available-for- B EEAMHEESR
sale financial assets (note 22) BE(KZ22) - (68,000)
Share of exchange reserve change FE{LE4E N TIE LGS
of associates - (83)
Release of foreign exchange reserve f#BRIMNE & & - 118
Share of post-acquisition results LR EE
(notes a(i) and b(iii) (BtEE ali) B b(iii)) - (9,371)
At 31 December Rt=ZA=+—H - —
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Notes to the Cogsgﬁﬁgied Financial Statements
FAMBERERE

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

20. INTERESTS IN ASSOCIATES (Continued)

At 31 December 2011, the Group had interests in
the following associates:

20. REE DR 2 s (47)

R=-T——F+=-HA=+—H ' &5H
RUTHERTHEEES

Country/ place Proportion

of incorporation  Principal place  Class of of voting power held  Principal
Name of associate A of operation shares held FisRER2ILA  activities
BENRZH B%/h% TEEENY Fis R ER Directly Indirectly ITEEH

B [}

Spark Concept Group Limited British Virgin Islands Hong Kong Ordinary 49% - Investment holding

ABRIHE & EER REER
Advance Top Limited* Hong Kong Hong Kong Ordinary - 49%  Catering
SHERAA" & & EER £
Spark Concept Limited* Hong Kong Hong Kong Ordinary - 49% Catering
Palate Company Limited* Hong Kong Hong Kong Ordinary - 49%  Wine trading
ARERAR" & BB LER gEEE
Shugetsu (Hong Kong) Limited* Hong Kong Hong Kong Ordinary - 49%  Trademark
BA(BR)BRAT" &B ) LER BE
Societi (Hong Kong) Limited* Hong Kong Hong Kong Ordinary - 49%  Dormant

Ei Bk LaER LEH
* a wholly owned subsidiary of Spark Concept Group * Spark Concept Group Limited =& & Kf

Limited

At 31 December 2010, the Group did not have
any interests in associates.

Notes:

(a)

China Star Film Group Limited (“CSFGL”, now known

as KH Investment Holdings Limited)

(i

(i)

On 21 January 2010, Mr. Heung Wah Keung,
a then director of the Company, resigned as
an executive director of CSFGL. As a result,
CSFGL operates without regard to the views
of the Group. Accordingly, the directors of
the Company considered that the Group had
lost its significant influence over CSFGL since
then and reclassified the Group’s interests in
CSFGL as financial assets at fair value through
profit or loss. The Group recorded a loss on
losing significant influence of an associate of
HK$21,028,000 and shared a loss from the
results of an associate of HK$543,000 in the
consolidated income statement.

All the reclassified interests in CSFGL had
disposed and a loss was recognised in
consolidated income statement.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)

B A7

R-ZZ-ZFF . AEESEFARBE
DNE 2 e

A

EEXEEERAT(TCSFGL] - &

BREEREZRERAT)

()

R=ZE-—ZTF—-—A=+—-H &
AEEBESOERLELER
fECSFGLZ T E E - H It >
CSFGLE BB SAEEEAME
E-HIt ARAREERANEE
BT XkEHYCSFGLZ E K&
ZhH, WEHLAEEARFENER
B AREBNCSFGLZ X E
PEARAFTETABERRZE
BMEE  AEBRGEEWBERES
KEBERNTNEREEHZEE
21,028,0008 Tt &k E(L i & A A %
#5318 543,000 8 7T °

FREEH D2 CSFGLERB &
& YRGEEREREIABE -
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For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

20. INTERESTS IN ASSOCIATES (Continued)

Notes: (Continued)

(b)  China Star Entertainment Limited (“CSEL”)

(i

(ii)

(iii)

On 13 January 2010, CSEL issued 52,790,000
new ordinary shares upon exercise of share
options which caused a dilution on the Group’s
shareholding interest in CSEL from 29.61%
to 28.94%. As a result, the Group recorded a
loss on deemed disposal of an associate of
HK$10,790,000. The directors of the Company
considered that the Group had retained
significant influence over CSEL.

On 11 February 2010, CSEL issued
540,000,000 new ordinary shares pursuant to
a private placement which caused a dilution
on the Group’s shareholding interest in CSEL
from 28.94% to 23.54%. As a result, the Group
recorded a loss on deemed disposal of an
associate of HK$95,343,000. The directors of
the Company considered that the Group had
retained significant influence over CSEL.

On 11 August 2010, CSEL allotted and issued
1,444,643,184 new ordinary shares pursuant
to the rights issue proposed on 8 July 2010.
The Group’s shareholding interest in CSEL was
diluted from 23.54% to 15.69% and the Group
ceased to have significant influence over CSEL.
Accordingly, the Group accounted for CSEL as
available-for-sale financial assets, instead of an
associate. The fair value of the Group’s interest
in CSEL, based on published quoted price on
the Stock Exchange, was HK$68,000,000. The
Group recorded a loss on deemed disposal of
an associate of HK$431,482,000 and shared
a loss from the results of an associate of
HK$8,828,000 in the consolidated income
statement.
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BiaE : (4&)

(b) HEEEEERXE(CSEL])

U

(i)

(iii)

ETERNITY INVESTMENT LIMITED k(8%

R-—ZE—Z=F—H+=H" CSEL
[ 17 {5 88 A% # 1 2% 7 52,790,000 A%
HEBER BHAEBEMPCSELZ
EHH29.61% #EZE28.94% - {
I REESESRELEBREE QT
ZE1#8#10,790,00058 T © &N T
EERB AEEREECSELZ
BAEES -

R-—Z—ZHF_-HA+—H CSEL
R 15 A A B £ 3 17 540,000,000 f%
FEBER BHAEEMCSELZ
T 28.94% #E £ 23.54% - A
I REBEERELHEBE QT

2 518 95,343,00058 7T ° KA T E

ERR AEEREHCSELZE
24 o

R=-—ZZ—ZHN\AB+—H: CSEL
BER=-Z-ZFLtANBEZEZ
{2 IR B0 3% K% 3% 17 1,444,643,184 1%
HEBR - NEBMNCSELZ &=
F23.54% #EZ15.69% * BT B
HCSELEEAFZ h- Hit &
EBEEHBCSELI{EatHEZS
BMEE(MFEHEZLEAT) o KAFTR
CSELz#EH 2 N FEBERER
Fr ATk fE 4% 5t & ) 568,000,000 78
o AREERGERERFEERME
HE & QT 2 K518 431,482,000
BTRELMBLEATEESS
8,828,000 T ©

iR ERR AR
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20. INTERESTS IN ASSOCIATES (Continued) 20. ABE AT 2% ()

Notes: (Continued) BtaE - (&)
(b) China Star Entertainment Limited (“CSEL”) (b) HEIEEKEBERLT(CSEL]) (#)
(Continued)
Summarised financial information in respect of the EEASEBRE AR M BEERMEMN
Group’s associates is as follows: T
2010
—E-ZF
HK$°000
FET
Total assets EEAE —
Total liabilities BERR =
Net assets EEFE =
Group’s share of net assets of associates  ANEEEEBKE AT FEE =
2010
—E—ZF
HK$’000
FET
Total revenue W4 ER 479,087
Total loss for the year AEERFIEHAE (42,657)
Group’s share of loss of associates AEBEEEEHEDRBE (9,371)
Group’s share of other comprehensive loss ANEBEE{HEZ AT
of associates Hih2HEEE (83)
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20. INTERESTS IN ASSOCIATES (Continued) 20.

Notes: (Continued)

(c)

Spark Concept Group Limited

On 15 December 2011, the Group acquired 49% of
the issued share capital of Spark Concept Group
Limited at a cash consideration of HK$49.

Summarised financial information in respect of the

< the Consolidated Financial Statements

8 M58 &R M

For the year ended 31 December 2011 BtZ2 —F——F+=-F =+ —HIFE

REEDTE 2R ()

Biat : (4)

(c) Spark Concept Group Limited
REZ-——5+ZA+HEB F&EU
B & X E498 7t W B Spark Concept

Group Limited B 81T 2 49% °

FHAREREN T U BERNBEN

Group’s associates is as follows: T
2011
—E——F
HK$’000
FET
Total assets HMEE 2,334
Total liabilities mas (4,355)
Net liabilities FEE (2,021)
Group’s share of net assets of associates = ANEBEELHE AT FEE -
2011
—E——F
HK$°000
FET
Total revenue W 4858 519
Total loss for the period AREEEEAEE 427

Group’s share of loss of associates

REBELEE DRGSR -

Group’s share of other comprehensive
income of associates

REBEEHENT
Hfth 2 H Y a8 -
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Notes to the Con_saﬁﬁgted Financial Statements

SAMERENE

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

21. CONVERTIBLE NOTES RECEIVABLE 21.

The convertible notes receivable contain two
components: debt and conversion option
components. The debt component is accounted
for as loan and receivable while the conversion
option component is accounted for as derivative
financial instrument.

Movements in the debt components of
convertible notes receivable during the year are

R TR R

BUABRESSEMESRL  EHERR
BEERRD  EHXBOLARBEE
REEWRRIE - MEBBEZEISH AR
AUTESRMTA -

BURTRREE2EBREBORERZE
BOT :

as follows:
The Group
rEE
2011 2010
—E——F —E-FF
HK$’000 HK$’000
FET FET
At 1 January K—A—H - 3,670
Subscription of convertible notes RBERITBRREE
receivable (notes a and b) (Hitakb) 349,980 -
Imputed interest income BURABREREZGE
on convertible notes receivable FE YA 18,478 527
Interest received on convertible FEUR AT IR =i 2
notes receivable 2 WF 2 (13,729) -
Early repayment of convertible REEERKTRR
notes receivable (note c) B (K c) - (4,197)
At 31 December R+=—A=+—H 354,729 —
Analysed for reporting purposes as: ERAR I A :
Current assets (note b) mEBEE(KED) 64,872 —
Non-current assets (note a) FEREEE(Mita) 289,857 —
354,729 —

152 ETERNITY INVESTMENT LIMITED k8 % E& 3% &5 R A7)
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Notes “to the Consolidated Financial Statements

21. CONVERTIBLE NOTES RECEIVABLE
(Continued)

Notes:

(a)

CSEL

On 7 July 2011, CSEL issued the convertible notes
in an aggregate principal amount of HK$350,000,000
to the Group. The convertible notes are unsecured,
interest bearing at 8% per annum and maturing on 6
July 2016.

The convertible notes entitle the holder thereof to
convert into ordinary shares of CSEL at an adjusted
conversion price of HK$0.44 per share (subject to
further adjustment) during the period from 7 July
2011 to 5 July 2016. On 17 November 2011, the
adjusted conversion price was further adjusted to
HK$0.36 per share (subject to further adjustment).
Unless previously redeemed or converted, any
amount of the convertible notes which remains
outstanding on the maturity date shall be redeemed
at its then outstanding principal amount.

The debt component of convertible notes is
measured at amortised cost and the effective interest
rate of the debt component is 13.17% per annum.
The conversion option component is presented as
conversion options embedded in convertible notes
receivable in the consolidated statement of financial
position.

At 31 December 2011, the convertible notes
receivable that were expected to be recovered over
12 months from the end of the reporting period were
classified as non-current assets.

Culture Landmark Investment Limited (“CLIL")

On 29 December 2011, CLIL issued the convertible
notes in an aggregate principal amount of
HK$75,000,000 to the Group. The convertible notes
are unsecured, interest bearing at 12% per annum
and maturing on 28 December 2012.

The convertible notes entitle the holder thereof to
convert into ordinary shares of CLIL at an initial
conversion price of HK$0.08 per share (subject to
adjustment) during the period from 29 December
2011 to 27 December 2012. Unless previously
redeemed or converted, any amount of the
convertible notes which remains outstanding on
the maturing date shall be redeemed at its then
outstanding principal amount.

The debt component of the convertible notes is
measured at amortised cost and the effective interest
rate of the debt components is 29.65% per annum.
The conversion option component is presented as
conversion options embedded in convertible notes
receivable in the consolidated statement of financial
position.

At 31 December 2011, the convertible notes
receivable were classified as current assets.
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R For the year ended 31 December 2011 #Z —F——fF+_-_HA=+—HIFE

. BRI R RS ()

(@) CSEL

MN-ZB——E+HtH: CSELAXREE
A H 2174 £58350,000,000 % 7T 2 7] #
BEE - TRREEAEIERT  REME
8% it ERBR-E—ARFELASBRH -

—Hﬁ’ﬂﬁ,\ﬁﬁ%,ﬁ\hﬁ}\ﬁéﬁ R=Z
Fﬁ#ﬁﬁﬁxO.M%nZ?“?ﬂ%?@ﬂxﬁ —I%
FAR)VEHHBRABCSELZEBR - R=F
——F+—F+tH ERABLRREDE
—SRAEABR0IEBT(ATFE—FH
B) o RIFLABEER LI - EAR
AN ARBER 2 RREERRAER
REE 2 ASFEER -

AR EE BRI TR KR
R MEBBHZERINERARAESF
13.17% ° R BREEBHRES B EAR
MENERITBRBEEANS 2 HIRRIER
275l

R=ZZB——F+=ZA=+—H BHER
ZIREIRAL 1218 A #45 F UL Bz FE UK T8
BEBDSEAFERBERE °

(b) XLHWBEREBRAF ([ XLE ]

AZE——F+ZA=+NAB» LHE
B AR E A H TR $ %5 75,000,00058
TZABRBREE - TRREELEKE -
BREFE12%HERBR-_BE——F+=
B=+/\BEH-

TRREEMTHEAAMD R
——F+-A-+NAE-B-—F+=
A=+t A BMRER0.08ET ISR
GEE T ESEES S 720
B o BRI EATEBE R BB - TR
B8 E MR 2 TR RS AR R
REE 2% M o

ARREE2ERSM0NERBHERAER
FTE O MEBEEBOZERINEREERF
20.65% ° HIMBEBRE MR EE MR
MEUERITRREERNS 2 ZIRRIERE
2% -

R-BE——F+-A=+—H BRI
BREBDOBARBEE -
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

21. CONVERTIBLE NOTES RECEIVABLE
(Continued)

Notes: (Continued)

(c)

ETERNITY INVESTMENT LIMITED kB % EIEEER AT

CSFGL

On 8 April 2009, CSFGL issued the convertible notes
in an aggregate principal amount of HK$100,000,000
to the Group for settling part of the consideration for
acquiring the entire issued share capital of Shinhan-
Golden Faith International Development Limited and
World East Investments Limited and the sale loans.
The convertible notes were unsecured, interest-free
and maturing on 7 April 2019.

The convertible notes entitled the holder thereof to
convert to ordinary shares of CSFGL at an adjusted
conversion price of HK$0.229 per share (subject to
further adjustment) during the period from 8 April
2009 to 7 April 2019. Unless previously redeemed
or converted, any amount of the convertible notes
which remains outstanding on the maturity date
would be redeemed at its then outstanding principal
amount.

The debt component of convertible notes was
measured at amortised cost and the effective interest
rate of the debt component was 43.04% per annum.
The conversion options component was presented as
conversion options embedded in convertible notes
receivable in the consolidated statement of financial
position.

On 26 May 2010, the convertible notes were fully
repaid to the Group by CSFGL. A gain arising on
early repayment of convertible notes receivable of
HK$75,962,000 was recognised.

el

21, BERTARKRERE (&)

BaE - (4&)

(c)

CSFGL

RZZEZENFWMABE/N\H » CSFGLRI A%
B & £ 2% 17 2" £ %8 100,000,000 jT =
] 2 Bk 5 UL X 3 W B Shinhan-Golden
Faith International Development
Limited X World East Investments
Limited 2 BERTRAZHBHREAR
HEBRANAEBZER - TEREES
IR  RERER=-Z—-—NFMALH
ZHf o

AMBREERTEFEARL  R2FF
NEFERANBEZZE-AFHEALtBHE
REHELBREESR0.2298 T (A T
B)BHERBRABCSFGLZEBM - RIFL
AR RIS 5% - AR EH A R EE
ZABRREBEAZAERARBER 2 A T8
FH{E

ABRBREBE2ER RO RBEHA
TR MEBIOGZERANRAESF
43.04% o HIREIZRE IO NG S PR
MERUERTRREEANS 2 G IRRERE
25 -

R=ZF—-ZHHH=+H  CSFGL
AASEEHEETRRRE - CHRA
RRHERWUTRREBEELE 2 WS
75,962,000 % 7T °
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= For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

22. AVAILABLE-FOR-SALE FINANCIAL 22 AHHESREE
ASSETS
The Group
rEH
2011 2010
—E——F —E-FF
HK$’000 HK$’000
FHET TFETT
Listed equity securities, Hong Kong LEmRAZES » B
At 1 January K—A—H 53,720 -
Additions during the year FRRE 50,020 —
Reclassification from interests BN ERBENR 2R
in associates (note 20) (B1EE20) - 68,000
Impairment loss recognised AHHESRHEEZCER
in respect of available-for-sale EEE
financial assets - (14,280)
Net loss arising on revaluation of BERAHEESREEEE
available-for-sale financial assets 2 RS (44,780) —
58,960 583,720
Club debenture (note a) S&ES (Mfita) 172 172
At 31 December NRt+t=—B=+—8 59,132 53,892

Notes:

(a)

The club debenture is stated at cost less impairment
loss at the end of each reporting period. Club
debentures are tested for impairment annually
and whenever there is an indication that it may be
impaired. No impairment loss was recognised at the
year end by reference to the quoted market prices of
similar club debentures.

All of equity securities listed in Hong Kong are held
for long-term investment purpose and stated at fair
values. Fair values of the listed equity securities are
determined by reference to the quoted market bid
prices available on the Stock Exchange.
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(a)

(b)

EMESRE 2RPRBEAEHNREE
BRI - SfESSERRETRET
HUggHRBERETRENR - 2ZH
HRAEMESF T ESRERMERFER
RBEESE -

FEEBLTRAZSFEREREN
7 WUAXFESR EHRARSZA
FEDESERBRXAAB2HEEAE
EE o

ETERNITY INVESTMENT LIMITED k{8 % B2 & B[R A A

155



166

e

Notes to the Cogsgﬁﬁgied Financial Statements
FAMBERERE

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

22. AVAILABLE-FOR-SALE FINANCIAL
ASSETS (Continued)

Notes: (Continued)

(c)

ETERNITY INVESTMENT LIMITED kB % EIEEER AT

Pursuant to the conditional sale and purchase
agreement dated 31 March 2010, the Group acquired
6,750,000 ordinary shares (the “Sale Shares”) in
Hantec Holdings Investment Limited (“Hantec”)
from Mr. Man Kong Yiu at a consideration of
HK$18,000,000 on 16 April 2010. The consideration
was satisfied by issuing 26,420,000 new ordinary
shares of the Company credited as fully paid to Mr.
Man.

Pursuant to the conditional sale and purchase
agreement dated 31 March 2010,

(i) the Group has granted a call option to Mr. Man
to acquire the Sale Shares from the Group
for a consideration of HK$21,600,000 within
one year from 16 April 2010, being the date of
completion of the acquisition; and

(i)  Mr. Man has irrevocably warranted and
guaranteed to the Group that the dividend
payouts to the Group in respect of the Sale
Shares for (i) the period commencing from
the date of completion of the acquisition to
30 June 2010 (the “1st Relevant Period”) shall
be no less than the amount equivalent to
HK$1,800,000 per annum in proportion to the
number of days during the 1st Relevant Period
(calculated based on 365 days per annum);
(i) for the year ending 30 June 2011 shall be
no less than HK$1,800,000 (the “2nd Relevant
Period”); and (iii) for the year ending 30 June
2012 shall be no less than HK$1,800,000 (the
“3rd Relevant Period”). If the dividend payouts
to the Group in respect of the Sale Shares
for any of the 1st Relevant Period, the 2nd
Relevant Period and/or the 3rd Relevant Period
are less than the amounts as stated above,
Mr. Man shall pay to the Group the shortfall on
dollar-to-dollar basis in cash.

el

22, MHHESHERE &)

Bt - ()

(c)

RER-Z2-—ZFF=A=F+—-RAFTYLZE

REEER

FEER-Z-ZFNA

+ /X B #% R € 18,000,000 3% 7T & 3 M) $
SEWEE6,750,000 RFEEBIZERKRE
BRAFTTEZENZER(HEHERS D)
REC B[ L5417 26,420,000
BARIMEBRE 2 AR RHETBERZAS -

BER=ZZ-—ZF=ZA=+—-HIYZHE
R EE i

(i)

(i)

AEBECH X EER HABEE
RZZE-—ZFFHTNA+~BEW
BEA A B —FRUKE
21,600,0008 T B AE B U EEHE
B R

XA C T A E b 6 AN 5 R &
RER BBKEBTRBESE=
E-ZEFEARA=TH(E—1HEHD
BlEarEEXAEEEERD 2
RERESE —HEERE 2 B &iktt
Bl (RIE—F365HE)FE #
AL REZEREF1,800,000% T
ZEE (VBE-2E——F X8
=STHEFETE-HEBEHED @
AEEBXNEBHEERD ZREM
R 1,800,000 7T ; & (i) BE
—E-—EXNBAZ=ZTHLEEE(E
= HEHE]D RAEEX T EREHE
ERH 2R B F 4R 1,800,000
ABIT o MMEME —HEERE - £
“HHEHEESRE=HERER
TEEBXNEBEERDZRED
REMEEE AIXELEERERER
BRSO AEERFTEE -
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22. AVAILABLE-FOR-SALE FINANCIAL 22, AItHESREEF)

ASSETS (Continued)
Notes: (Continued) et - ()

()  (Continued) (c) (#&)

(i)

(Continued)

On 17 May 2010, Hantec notified the Group
that the registration of the transfer of the Sale
Shares had been declined pursuant to the
articles of association of Hantec. On 20 May
2010, a trust deed was executed by Mr. Man as
trustee in favour of the Group as beneficiary,
pursuant to which Mr. Man had agreed to act
as nominee for the Group in respect of the
Sale Shares and to hold the Sale Shares on
trust for the Group. On the same date, Mr. Man
gave an undertaking in favour of the Group that
he should procure the registration of transfer
of the Sale Shares within six months from the
date of the undertaking and, if he failed to
procure the registration within the prescribed
time, to exercise the call option to acquire the
Sale Shares from the Group at HK$21,600,000.
As Mr. Man failed to procure the registration
of the transfer of the Sale Shares within the
prescribed time, Mr. Man exercised the call
option to acquire the Sale Shares from the
Group at HK$21,600,000. Taking into account
the fair values of the consideration paid and
the call option granted, a gain on disposal
of available-for-sale financial assets of
HK$7,579,000 was recognised.
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(ii)
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(#4&)

N-—E-—SFEHEA++LA T&
MEeArEH HERODZBFEER
ERETECASEREMBER
Bo-NR-BE—FTFRA=-+H X
EEEAZITNEL-—HEZH
AABREBZEERE Bt X
AECRAEREEAEEZHERND
REA UEFXARXKREAEEBEE
HERMD BB XAEETEAEASE
BEEHRERE KRB REHESERH
A& BRI ANEARETAE
2R 0 ol H SRR E B R R
FERTEEERT  BTEIEE
Ll #2 21,600,000 st [6 4 5 [E Uk
BHEHERD - AR EERERE
EEBEAREHERMETBE
B MXEETHEREIHE
121,600,000 Jt @ 7 & @ UK B8
HER®D - LHARIARERE
ERBHECAFE AEEE
RAEHEATHEESREE 2 W&
7,579,000 T ©
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23. TRADE RECEIVABLES 23. EZ WA
The Group
%MW
2011 2010
—E——F —E-FF
HK$’000 HK$’000
FET FHET
0-30 days Z£230H 4,844 5,859
31-60 days 31Z60H - =
61-90 days 61Z290H - —
Over 90 days 90 UL E 396 396
5,240 6,255
Less: Impairment loss recognised & - SEBEEE (396) (396)
4,844 5,859
Notes: Mt -
(@ The following is an aged analysis of the trade (a) RE®RHAR  BZEVREGIREEES
receivables (net of impairment loss) at the end of the B)BZERESTMT :
reporting period:
The Group
TEE
2011 2010
—E——F C—E-EF
HK$’000 HK$’000
FAET FiET
0-30 days ZZE30H 4,844 5,859
The Group allows an average credit period of 90 AEBERFHEFFHOAZEES -
days to its customers.
(b) At 31 December 2011, the Company had no trade (b) R=B-——F+=-A=1+—-0 F&EEL
receivables past due but not impaired (2010: Nil). BEOBRHERNECESRRARE(ZE
The Group does not hold any collateral over these —ZF &) AEBEWEBZELHRET
balances. BRI o
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For the year ended 31 December 2011 BtZ2 —F——F+=-F =+ —HIFE

23. TRADE RECEIVABLES (Continued) 23. B 5 WA (#)

Notes: (Continued) B ()

(c) Aging of impaired trade receivables is as follows:

(c) CEREEZEWRRZIRENT :

The Group
AEE
2011 2010
—E-—-F Z—ZE-ZF
HK$’000 HK$’000
FET FET
Over 90 days 90 AL k£ 396 396

24. DEPOSITS, PREPAYMENTS AND OTHER 24, %  AARERHEAMERIE

RECEIVABLES
The Group The Company
r5E PN
2011 2010 2011 2010
—E-—-F B2 —E--§ —E2-%
HK$°000 HK$°000 HK$°000 HK$’000
FHET FET FET FET
Deposits Bre 1,114 879 - -
Prepayments ANME 103 360 - =
Other receivables (note) H fth & W SR8 (M) 14,065 1,217 - 192
15,282 2,456 - 192
Note: Mrat -
At 31 December 2011, other receivables mainly Eﬁ‘ii——i‘l';ﬁ]i‘l':Elt'hﬁ{’ﬂﬁgl-lﬁl%ﬁtfi
represented the interest income on convertible notes E’{E‘@q&ﬂ@&ﬁﬁg&ﬁ”ﬁf‘f%ﬂ’%uy)\75’E’U
receivable and bank deposit amounted to approximately #913,729,000 %70 % 316,000 & T °

HK$13,729,000 and HK$316,000 respectively.
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nded 31 December 2011 Bi2=F——F 1+ -HA=1—HILFE

25. AMOUNT DUE FROM AN ASSOCIATE 25. FEWEEE N TIFIE
Amount due from an associate disclosed RIEDQAMEFIE 161B I 2 B A 7]
pursuant to section 161B of the Companies FIBWT :

Ordinance is as follows:

Maximum
amount
outstanding

during The Group
the year REME
FRAREEZ 2011 2010
BEtH —E——F —E2-EF
HK$’000 HK$°000 HK$’000
FET FET TFET
Advance Top Limited EHERD A 2,003 2,003 —
The amount due is unsecured, interest-free and FEWSEAEIKR ERARERE
repayable on demand. = o
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26. FINANCIAL ASSETS AT FAIR VALUE

THROUGH PROFIT OR LOSS

26.

BRAFEFABSERZERMEE

The Group
rEE

2011 2010

—B——F —E-EF

HK$’000 HK$’000

FET FET

Investments held-for-trading: BEEEZRE :

Listed equity securities at fair value = EHRAZFIZATE

— Hong Kong — KA 44,308 7,650
Listed derivatives at fair value EHRTETIAERATE

— Hong Kong — BB 2,730 1,768

47,038 9,418

During the year ended 31 December 2011,
40,000,000 bonus warrants were issued to the
Group pursuant to the bonus issue of warrants
by CSEL to its shareholders on the basis of one
warrant for every five rights shares taken up
under the rights issue as completed on 29 June
2011.

During the year ended 31 December 2011, a loss
arising on change in fair value of financial assets
at fair value through profit or loss amounted
HK$42,772,000 was recognised (2010: a gain of
HK$4,918,000).

During the year ended 31 December 2010,
136,000,000 bonus warrants were issued to the
Group pursuant to the bonus issue of warrants
by CSEL to its shareholders on the basis of one
warrant for every five existing shares held on 8
June 2010.

Annual Report 2011 =& — —F R

BEZ-_Z——+-A=+—HL#F
B> RBIBCSELETAFARESE
RERBEREBRR=-Z——F X
AZ+hAhBER)EBETZHERMHE
B RAREBCEEQAEEET
40,000,000 B AL R R AR REE ©

BE-_Z——+-A=+t—HL#F
E EBEIARLAFEFTABEZERZ
tRMEEZATEZBELEZEFE
42,772,0008 (= —ZF F: Wk &
4,918,000 7T) °©

BE-_ZF-TF+-A=1T-BHL#F
B RIBCSELEBITANIRER &
AN —_E-ZEFANBSHEELRRE
ROER -—ORREZ2EEOREH
17 136,000,000 17 ALFI R IR HERE ©
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For the yearé”ded 31 December 2011 BiZ=F——F+_HA=1+—HIFE

27. CONVERSION OPTIONS EMBEDDED IN
CONVERTIBLE NOTES RECEIVABLE

Conversion options embedded in convertible
notes receivable represent the conversion option
components of convertible notes receivable from
CSEL and CLIL , which are measured at fair value
using a binomial option pricing model, at initial
recognition and at the end of each reporting
period.

Movements in the conversion option components
of convertible notes receivable during the year
are as follows:

27. ERAEREZBEAS 2 A RRER

BRAHRRIEAS 2R BREEREE
CSELR Nt ERBEz R IR BRERR
E o UYROPTERIREBFHREKA =R
XPEEERAE QI FEE -

BRAHRREEAS 2 RBEERD
RERZEEBUT :

The Group
A %EH
2011 2010
—E——F —E-FF
HK$’000 HK$’000
FETT FET
At 1 January K—A—H - 18,316
Subscription of convertible R R AT IR AR
notes receivable £
— conversion option components — RIRREREIMD 75,020 -
Gain arising on change in fair value  [F R #EIZRIH 2 AFE
of conversion option components BEEL 2 WE 262 1,525
Early repayment of convertible REEERBITRRK
notes receivable =B - (19,841)
At 31 December R+=—A=+—8H 75,282 -

162 ETERNITY INVESTMENT LIMITED k8 % E& 3% &5 R A7)
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27. CONVERSION OPTIONS EMBEDDED IN
CONVERTIBLE NOTES RECEIVABLE
(Continued)

Notes:

(@) CSEL
Binomial option pricing model is used for valuation
for the conversion option component. The inputs

into the model as at 7 July 2011, being the date of
subscription, and 31 December 2011 are as follows:

Stock price
ROERE

Conversion price

Volatility
R

Dividend yield
B B Wk R

Option life
HARE S 5P

Risk free rate

R R R =R

Annual Report 2011 =& — —F R
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R For the year ended 31 December 2011 BiZ —F——F+-H=+—HIFE

27. ERAEREZEAS 2 A RRER

(&

(@) CSEL

SER R EE R AT R
RSH - STRREBR-F——F LA
tR(MEBER) R -2 ——F+=7

=t—HZEXBmASHNT :

7 July 2011
(date of
subscription)
2=
tAtH
(RBEEH)

HK$0.255
0.255 78 7T

HK$0.44 per share
Fh0.4458 T

85.82%

Zero

5 years

5%

1.371%

31 December
2011

—g——%
+=A=+-8

HK$0.220
0.220& T

HK$0.36 per share
FhR0.36 BT

87.55%

Zero
=

=

4.52 years
4.52 &

0.854%

ETERNITY INVESTMENT LIMITED k{8 % B2 & B[R A A
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_Forithélyear ended 31 December 2011 BE=F ——F+ = =+— AL FZ

27. CONVERSION OPTIONS EMBEDDED 27. BT BRREBERNES 2 HIBBRER

IN CONVERTIBLE NOTES RECEIVABLE (&
(Continued)

Notes: (Continued) e - (&)

(b) CLIL (b) bihiZ

—EAPEEEEX AU AL REE
B SABRREBER=-Z——F+=
BZ+hBERBEER)RE=_F——F
TZA=+—AZERBASEUOT :

Binomial option pricing model is used for valuation
for the conversion option component. The inputs
into the model as at 29 December 2011, being the
date of subscription, and 31 December 2011 are as

164

follows:
29 December
2011
(date of 31 December
subscription) 2011
—B——F
+=A=+hH —B——fF
(REBEH) +=—A=+—H
Stock price HK$0.065 HK$0.084
RADE A% 0.065 B 7T 0.084 37T
Conversion price HK$0.08 per share HK$0.08 per share
RRE B 0.088 T 8% 0.0878 T
Volatility 70.19% 70.19%
R
Dividend yield Zero Zero
BEWRE z z
Option life 1 year 0.99 year
HAREF 57 15 0.99%
Risk free rate 0.24% 0.24%

mE B FI=

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)
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Notes’f6 the Consolidated Financial Statements
e SAHBREME
M —— -f—-'”';f For the year ended 31 December 2011 BZ —EFE——F+=-H=+—HIFZF
28. CASH AND CASH EQUIVALENTS 28. RERBELZEEY
Cash and cash equivalents at the end of the GERERERMTIARERPRZES
reporting periods as shown in the consolidated RESEEYTESEMBRRERZE
cash flows statement can be reconciled to the BAIE B HRWT :

related items in the consolidated statement of
financial position as follows:

The Group The Company
rEH PN
2011 2010 2011 2010

—§——% —2-%F —¥-——-F =—F-FF
HK$’000 HK$°000 HK$°000 HK$°000
FA7 Fibi FET  TET

Hong Kong Dollars BT 217,609 989,602 18,876 15,078
United States Dollars E 23 23 - —
217,632 989,625 18,876 15,078

Annual Report 2011 —Z—— 443§ ETERNITY INVESTMENT LIMITED k18 % #1% & B R AR
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For the yeaf'éﬁb-"gd 31 December 2011 B2 =F——F+-F=+—HIFZ

29. SHARE CAPITAL 29. R

RRABFRZBRASHNT :

Movements in the share capital of the Company
during the year are as follows:

Number of shares Share capital

166

RGOHE g <
2011 2010 2011 2010
—E-—-F —E2-2H —B--§ —E2-TF
’000 000 HK$°000 HK$°000
T FKE FET FET
Ordinary shares BREE0.018T
of HK$0.01 each (ZE—FF
(2010: HK$0.01 each) REE0.013857T)
Z2ERBR
Authorised: ZEE
At 1 January R—B—H 2,000,000 2,000,000 20,000 20,000
Authorisation of new shares EEHRHD
(note a) (Htita) 8,000,000 - 80,000 _
At 31 December R+ZBA=+—8H 10,000,000 2,000,000 100,000 20,000
Issued and fully paid: EZTRHE :
At 1 January ®—B—H 1,102,112 188,128 11,021 1,881
Issue of new shares (note b) BITH R (F12Eb) - 26,420 - 264
Exercise of share options TEBRE
(notes ¢, d and e) (Ktitc dRe) - 15,060 - 151
Placing of new shares i &5 R 1
(notes f and h) (BfafRh) 220,280 45,920 2,203 459
Allotment and issue of rights Bl RBTHERES
shares (note g) (Btitg) - 826,584 - 8,266
Open offer of new shares NHABRENRND
(note i) (H3Ei) 6,611,961 _ 66,120 -
At 31 December W+=A=+-H 7,934,353 1,102,112 79,344 11,021

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)
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A

29. SHARE CAPITAL (Continued)

Notes:

(a)

On 14 July 2011, the authorised share capital of the
Company was increased from HK$20,000,000 divided
into 2,000,000,000 ordinary shares of HK$0.01 each
to HK$100,000,000 divided into 10,000,000,000
ordinary shares of HK$0.01 each by the creation of
an additional 8,000,000,000 new ordinary shares of
HK$0.01 each.

On 16 April 2010, the Company allotted and issued
26,420,000 new ordinary shares of HK$0.01 each
credited as fully paid to Mr. Man Kong Yiu for
settling the consideration of HK$18,000,000 for
acquiring 6,750,000 shares in Hantec Holdings
Investment Limited.

On 29 April 2010, the Company allotted and issued
5,680,000 new ordinary shares of HK$0.01 each
at a price of HK$0.64 per share and 5,830,000
new ordinary shares of HK$0.01 each at a price of
HK$0.60 per share pursuant to the exercise of share
options granted to the directors and the Group’s
employees and consultants.

On 5 May 2010, the Company allotted and issued
990,000 new ordinary shares of HK$0.01 each at
a price of HK$0.60 per share and 1,600,000 new
ordinary shares of HK$0.01 each at a price of
HK$0.64 per share pursuant to the exercise of share
options granted to the employees and consultants of
the Group.

On 10 June 2010, the Company allotted and issued
960,000 new ordinary shares of HK$0.01 each at a
price of HK$0.66 per share pursuant to the exercise
of share options granted to an employee of the
Group.

On 23 July 2010, 45,920,000 new ordinary shares
of HK$0.01 each were allotted and issued at a price
of HK$0.55 per share by way of placing of new
shares under general mandate. The net proceeds of
HK$24,883,000 were intended to be used for general
working of the Group.

On 29 September 2010, 826,584,147 new ordinary
shares of HK$0.01 each were allotted and issued
at a subscription price of HK$0.40 per share by
way of rights issue to qualifying shareholders on
the basis of three new shares for every one existing
share held on 3 September 2010. The net proceeds
of HK$326,433,000 were intended to be used for
funding a loan facility to be granted to a joint venture
company.

Annual Report 2011 =& — —F R
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R For the year ended 31 December 2011 HZ=—F——F+=-HA=+—HIFE

29. A& (&)

HiaE -

(@ RZZTE——FtA+HNA EPLREE
418,000,000,000f% & B M {E0.01%8
TZHEBR ARAAZETERAH
20,000,00078 7t (5 #F & = R E {£0.01
7 Jt 2 2,000,000,000 A% 3B R ) 12 0 =
100,000,000 T (5 37 5 = KR @ E0.01
#7552 10,000,000,000 REZERR) ©

(b)) R=ZT—ZFFMA+,H  KA2FEXIMHE
5 5% 4 Bl 2% [ 3% 17 26,420,000 R & R ®
BEO0.01 BT ARIMEBRE 2 HZER - U
X T U EE 6,750,000 R T EEEZERIKRE
BIRA B R 2 1K1E 18,000,000 58 7T °

(c) MZZE—ZFFE@A=t+HhA A2FEE
FTEE AEEEERBEHZBERERT
EMRTEESRO.64B TE 3N EIT
5,680,000 REREEO0.01 BT 2HE B
B ARIRITHEESRO0.608 Th 3 K 2
75,830,000 B AR EI{E 0.01 BT 2 F1 &
R o

(d R=Z-—ZFRAFHH A2FERTAE
EEEENRER 2 BRERTEMRITE
fEER0.60 8 T3 K& %17 990,000 R &
REEC.01 BT ZHEBER - URRITE
fEE1R0.6478 T A3 & 17 1,600,000 R
BREMEO0.01BITZHEER -

(e) MRZZBE—ZFFEXRB+H AAFERFAR
SEESECERERTEMRITEESR
0.66 7% 7t fid 3% & %% 17 960,000 % = % H &
0.01 BT HEBIR °

fH MNRZZE—Z2FtA=-+=H  RE-KR
EEBMENRM 2 ARNIRER0.558 T
2 18 ¥ i 3% K 3% 17 45,920,000 R = IR |
B0 BT 2 HEZER - ISRNEFHE
24,883,000 & Tt HIEAEE 2 — iR &
B o

(99 R=ZZ—ZFAA=+NA  KAFEB
LR=ZZE-ZFNB=HE8EE-RESE
BOER=RFTROCEEQESERRRE
BERMOZAN > BHBR040BITZR
BER %K %17826,584,147TRERE
BOO1BL2HETBR - FIEREFE
326,433,000 B tHREANEFEE QA Z
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For the yeaf'éﬁb-"gd 31 December 2011 B2 =F——F+-F=+—HIFZ

29. SHARE CAPITAL (Continued) 29, A (#&)
Notes: (Continued) Kiat o (#&)
(h)  On 17 June 2011, 220,280,000 new ordinary shares (hy R=ZZT——FxA+tH RE—REE

of HK$0.01 each were allotted and issued at a
price of HK$0.135 per share by way of a top-up
placing under general mandate. The net proceeds
of HK$29,378,000 were intended to be used for
financing the proposed acquisition of the entire
issued share capital of Adelio as announced by the
Company on 2 June 2011.

(i) On 15 August 2011, 6,611,960,980 new ordinary (i)

shares of HK$0.01 each were allotted and issued
at a subscription price of HK$0.04 per new share
by way of open offer to the qualifying shareholders
of the Company on the basis of five new shares for
every one existing share held on 25 July 2011. The
net proceeds of HK$260,689,000 were intended to
be used for financing the proposed acquisition of the
entire issued share capital of Adelio.

DEE#F AN REBKR0.1358TZ
B % f 3% & 3% 17 220,280,000 R & R |
BB TZ2HEBR - BOAQaAR
—E——FXA-HEH FEREEHE
29,378,000 & su ik F{E BEZ UWEE Adelio
ZEHEBRTRAREHRES -

R-ZBE——FENA+EBR  ARTEB
LRZZE——FtA=-+HAEEE—
BEEROEZIRFIROZEE[R
AAEERBRABABRERDZAR
BRERIMBTZABEER R BT
6,611,960,980 % = B H {8 0.01 & T Z %
LB o FTSFIEF%E260,689,00078 T
BRAESEZWEAdelio 22 HEBRTR
RIBHES

30. ACCRUALS AND OTHER PAYABLES 30. BEstERA R HEMERRIE
The Group The Company
rEE b N
2011 2010 2011 2010

—2—-f 2B —%--f ZE2-%F

HK’000 HK’000 HK’000 HK’000

FET FET FET FET

Accruals &R 8,184 7,272 3,494 3,659
Other payables Hfth TR 3,603 3,600 - -
11,787 10,872 3,494 3,659

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)
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> B A RS R RN
R For the year ended 31 December 2011 BtZ —E——F+—A=1—HULFE
31. DEFERRED TAXATION 31. EERIE
The followings are the major deferred tax UTATECRIAELEHEEEREE
liabilities and assets recognised and movements REBEZE :
thereon:
The Group AREH
Accelerated  Estimated Convertible
tax tax notes Intangible
depreciation losses payable assets Total
mE fhat FEft
RERE RuEE TRARRE BREE @t
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
TE7n FEr FEn Fér TEr
At 1 January 2010 W-E-B£-A-A 254 (254) 3,012 40,745 43,757
Release on early redemption REBEEMTR
of convertible notes payable REERRR - - (3,427) - (3,427)
Release on impairment loss REVEE
recognised in respect of BAREEER
intangible assets S - - - (583) (583)
Charged to consolidated income st AGRAKEZE
statement - - 415 - 415
At 31 December 2010 R-E-%F
and 1 January 2011 +ZA=t-Ak
—E--F-f-H 254 (254) - 40,162 40,162
Acquisition of subsidiaries WERE AR
(note 33) (3 35) 2,196 (570) - - 1,626
Release on impairment loss REVEE
recognised in respect of ERREEER
intangible assets i = = — (34,889) (34,889
Charged to consolidated income st AGmAlER
statement - 8 - - 8
At 31 December 2011 R=B-—-F
+ZRA=+-H 2,450 (816) - 5,273 6,907
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For the yearé‘ﬁggd 31 December 2011 B2 =F——F+-F=+—HIFZ
31. DEFERRED TAXATION (Continued) 31. EEEBIE (&)
The Group (Continued) KEB(E)
At 31 December 2011, the Group had unused R-ZBE——F+=ZHA=Z+—H ' K&
estimated tax losses of HK$92,736,000 (2010: B 5 #92,736,000/8 T(=Z & —ZF F :
HK$78,717,000) available for offsetting against 78,717,000 78 Jt ) 2 K B) A 14 5§ 75 /&5
future taxable profits. A deferred tax asset Bt B B ERFIER - 816,000
of HK$816,000 (2010: HK$254,000) has been BT(ZE—FF :254,000/87T) 2 &
recognised. No deferred tax asset has been EBEEECERR - HR KA A
recognised in respect of the remaining balance of #2mA - I MR ERRE 91,920,000 8
HK$91,920,000 (2010: HK$78,463,000) due to the TT(ZE—F4F :78,463,000/8 T ) IR
unpredictability of future profit streams. EAERIBEEE °
32. INTERESTS IN SUBSIDIARIES 32. RfB ARz
The Company
KATF
2011 2010
—E——F —E-FF
HK$°000 HK$’000
FET FET
Unlisted shares, at cost FELETRG  BAAR 83,553 83,553
Impairment losses recognised BB EEE (83,553) (83,553)
Amounts due from subsidiaries FEUR Y B A Rl FRIE 1,769,337 1,685,316
Impairment losses recognised ERRBEEE (975,553) (975,553)

793,784 709,763

The carrying amounts of interests in subsidiaries
are reduced to their recoverable amounts which
are determined by reference to the estimation of
future cash flows expected to be generated from
respective subsidiaries.

170 ETERNITY INVESTMENT LIMITED k8 % E& 3% &5 R A7)
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R For the year ended 31 December 2011 BiZ —F——F+ _-_A=+—HIFE

32. INTERESTS IN SUBSIDIARIES (Continued) 32. AMB AR ZER (&)
The amounts due from subsidiaries are ERKBLATDREAERT  RERAE
unsecured, interest-free and repayable on FEEREE -
demand.
Details of the Company’s subsidiaries at 31 KANTZHBATR=-ZE——F+=H4
December 2011 are set out as follows: =+—BZFBRIINT :
Country/
place of Particulars
incorporation of issued
Name of subsidiary EEailigz share capital Principal activities
WELRER FEYS:E ] BRTRAFHE TEXK
Adelio Holdings Limited British Virgin Islands 1 ordinary share of US$1 Investment holding
EBELHS 1REREE1XTZ REER
EER
Angel Wish Group Limited British Virgin Islands 1 ordinary share of US$1 Investment holding
RBELES 1TREREE1XTZ REER
EER
Best Season Holdings Corp. British Virgin Islands 100 ordinary shares of Dormant
B il US$1 each TEEx
100 RERAEE1 X
EEBR
Bluelagoon Investment Holdings British Virgin Islands 1 ordinary share of US$1 Investment holding, sales of
Limited RERUHE 1REREEIZETZ financial assets, distribution
EBR of films and sub-licensing
of film rights in the PRC
REER - HESREE
RPERITEY
BREFBTE
Dragon Leader Limited British Virgin Islands 1 ordinary share of US$1 Investment holding
RBRLES 1TREREE1XTZ REZER
Efali
Dynamic Eagle Investments Limited British Virgin Islands 1 ordinary share of US$1 Property holding
RBRLES 1REBREE1ETZ NEBE
EER
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

32. INTERESTS IN SUBSIDIARIES (Continued) 32. AHE ARz (4#)

Country/

place of Particulars

incorporation of issued
Name of subsidiary ity A share capital Principal activities
WEARER CEYS:L ) BRITRARE TEEK

Gainful Fortune Limited British Virgin Islands 160,000,100 ordinary Holding of film rights

RBEZHS shares of HK$1 each  HHEEFRITE
160,000,100 R SR E1E 1
BL2EBR
Golden Stone Management Limited British Virgin Island 1 ordinary share of US$1 Dormant
RBRLES TRERAER1XTZ EEEX
EEk

Legend Rich Limited British Virgin Islands 1 ordinary share of US$1  Investment holding

RERLHS 1TREREEI XL REER
HER
Max Winner Investments Limited Hong Kong 1 ordinary share of HK$1 Investment holding
HERERRLTF BB 1TREREE1 BT REER

EBER

Ocean Shores Licensing Limited British Virgin Islands 10,000 ordinary shares  Holding of film rights outside

KBEUHE of US$1 each Hong Kong
10,000 REREE REBUMEBEREES
1EZERR BITHE
One Synergy Limited Hong Kong 1 ordinary share of HK$1 Investment holding
BB 1REREE1ETZ REZR
LRk
Rexdale Investment Limited Hong Kong 10,000,000 ordinary Property holding
BB shares of HK$1 each ~ ¥J¥#45
10,000,000 % S AR I 1A 1
BLZERR
Rich Joy Investments Limited Hong Kong 2 ordinary shares of Dormant
ELREBRAT BB HK$1 each TEEX
2REREEI BT
EER

Riche Advertising Limited

British Virgin Islands
RBELEE

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)

1 ordinary share of US$1 Sales of financial assets
TRERAEEIXTLZ HELMEE
EER
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Name of subsidiary

WEARERE

Country/
place of
incorporation
A
BX/1t%

No/t,es*t”ﬁ"t’he Consolidated Financial Statements
= 5 & IR M

For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

32. KB DRz s ()

Particulars
of issued
share capital

EROTRFHE

Principal activities

Riche (BVI) Limited

Riche Distribution Limited
EXRTERAT

Riche Multi-Media Limited
EXZERARAT

Riche Pictures Limited
EXYEBRLT

Riche Video Limited

EXEYERAA

Rich Daily Group Limited

Stable Income Limited
BEBRATF

Annual Report 2011 =& — —F R

British Virgin Islands
RBRLHS

Hong Kong

Hong Kong
BB

British Virgin Islands
KBELHS

Hong Kong

British Virgin Islands
RBRELHS

Hong Kong

1,000 ordinary shares of
US$1 each
1,000 REREE1ETZ

1,000,000 ordinary
shares of HK$1 each

1,000,000 R B R EE
1BTZEBR

2 ordinary shares of
HK$1 each

2REREEIETZ
EBR

1 ordinary share of US$1
1REREE1ZTZ
BER

10 ordinary shares of
HK$100 each

20,000 non-voting
deferred shares of
HK$100 each*

10REREE100BTZ
EER

20,000 R REE 100
TZERZRELR D

100 ordinary shares of
US$1 each

100 REBRAEI XL
EER

1,000,000 ordinary
shares of HK$1 each

1,000,000 BB R EE
1BTZERR

Investment holding in Hong
Kong
REBREER

Sub-licensing of film rights
in Hong Kong and sales of
financial assets

REBEREYRTEREE

Distribution of films and other
video features in the PRC

RABERTEZREMER
1

Investment holding in Hong
Kong
REBREER

Distribution of video products
in Hong Kong
REBRITERER

Provision of management
services

RUEERE

Travel business

ETERNITY INVESTMENT LIMITED k{8 % B2 & B[R A A
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

32. INTERESTS IN SUBSIDIARIES (Continued)

32. KB DRz s ()

Country/
place of Particulars
incorporation of issued
Name of subsidiary ity A share capital Principal activities
WEARER BX/1t% BRITRAFE TEEK
Simple View Investment Limited British Virgin Island 1 ordinary share of US$1 Investment holding
RBEZHS 1TREREE1XTZ REZR

Victory Peace Holdings Limited British Virgin Islands
RBRELES

Wingo Consultants Limited British Virgin Islands
(now known as Eternity Finance RBELHEE
Group Limited)
(ABAKERBEEERLF)

The non-voting deferred shares, which are not held
by the Group, carry practically no rights to dividends
nor to receive notice of nor to attend or vote at
any general meeting of Riche Video Limited nor to
participate in any distribution on winding up.

The Company directly holds the interest in Riche
(BVI) Limited. All other subsidiaries are indirectly
held by the Company.

All of the subsidiaries are wholly owned by the
Company, except Best Season Holdings Corp.
which is 75% owned by the Group.

None of the subsidiaries had any debt securities

outstanding at the end of the reporting period, or
at any time during the reporting period.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)

EER

1 ordinary share of US$1 Investment holding
TRERAEE1XTLZ REZR
EBR

1 ordinary share of US$1 Investment holding
1TREREE £n2 REER
BBk

* ZEEREREEROERLEEN D =
BRE - R EMEXFFERIARRAK
ErEE  HEZERGREELREZ
R EERBT A EBEMDIK

RN B EEFERiche (BVI) Limited 2
Em o FIBHMNEBAREHARAM
EER -

FEMBARSYBRARARZEHRSE
Best Season Holdings Corp. HA%KH
BHT5% °

EHEB QRN 2R AR 2 |PREM
B G SEAE T e R 2 B R 3 o
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e
o T LT
g For the year ended 31 December 2011 BZ —EFE——F+=-H=+—HIFZF
RESERVES 33. #fE
The Company ¥/
Share-based  Convertible
Share  Contributed payment notes Accumulated
premium surplus reserve reserve losses Total
HRGBFA Ip: 1
R EE EdRH X fH it SERE ZithR @t
HK$’000 HK$'000 HK$’000 HK$'000 HK$'000 HK$000
&7 &7 TEx T#7 &7 TE7x
(note a) (note b)
(ita) (Hste)
At 1 January 2010 WZE-E%-f-H 114,380 651,375 35,779 17,346 (510,371) 308,509
Issue of new shares RTHRG 13,739 - - - - 13,739
Placing of new shares ~ BEHRH 24,797 = = = = 24,797
Exercise of share options  {7/EiRIE 11,792 = (2,559) = = 9,233
Allotment and issue of ~ BERETHRRHG
rights shares 322,368 - - - - 322,368
Release on lapse of share BREXMMERER
options - - (23,372) - 23,372 -
Share-based payment  URBFEXA2BX
expenses - - 2,310 - - 2,310
Share issue expenses  RARTHY (4,583) - - - - (4,583)
Early redemption of REROEMTRR
convertible notes 2B
payable - - - (20,773) 3,446 (17,327)
Reversal of deferred tax ~ REEDERTRREZ
upon early redemption  BREDELHE
of convertible notes (Hz£31)
payable (note 31) - - - 3,427 - 3,427
Dividends paid (note 16) B RE(H#16) - (33,063) - - - (33,063)
Loss for the year FREE - - - - (8,237) (8,237)
At 31 December 2010 and R=E-F%£+=f
1 January 2011 =t-Hk
“E--f
-A-H 482,493 618,312 12,158 - (491,790 621,173
Placing of new shares ~ ELEHRA 27,535 - - - - 27,535
Release on lapse of share EEMREXME#ER
options - - (2,310) - 2,310 -
Share-based payment  HROFAZMzER
expenses - - 1,300 - - 1,300
Share premium HHERAEE
cancellation (482,493) (9,297) - - 491,790 -
Open offer of new shares ABREHRH 198,359 = = = = 198,359
Dividends paid (note 16) B RE (i 16) - (198,359) - - - (198,359)
Share issue expenses  RAEFHEX (4,150) - - - - (4,150)
Loss for the year FRER - - - - (5,235) (5,235)
At 31 December 2011  R=-E--%+-f
=t-H 221,744 410,656 11,148 - (2,925) 640,623
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Notes to the Consgﬁﬁgied Financial Statements

HAMBEEMNE

For the year ended 31 December 2011 BBE=F——F+ A=+ — AL FE

33. RESERVES (Continued)

The Company (Continued)

Notes:

(a) Pursuant to a special resolution passed by the
the entire
amount of HK$482,493,000 standing to the credit of
the share premium account at 31 December 2010
was cancelled and such credit amount was applied
to the contributed surplus account where it was
utilised by the board of directors in accordance with
the bye-laws of the Company and all applicable
laws to eliminate the audited accumulated losses of
HK$491,790,000 at 31 December 2010 entirely.

shareholders on 12 December 2011,

(b) The contributed surplus account of the Company
represents the difference between the underlying net
assets of the subsidiaries acquired by the Company
as at the date of the group reorganisation and the
nominal amount of the Company’s share capital
issued as consideration for the acquisition as well
as the net amount transferred from share premium
account and to accumulated losses account pursuant
to a special resolution passed at the special general

meeting held on 22 August 2003.

Under the Companies Act 1981 of Bermuda (as
amended), the contributed surplus account of the
Company is available for distribution. However, the
Company cannot declare or pay a dividend, or make
a distribution out of contributed surplus, if:

(i) it is, or would after the payment be, unable to
pay its liabilities as they become due; or

(i)  the realisable value of its assets would thereby
be less than the aggregate of its liabilities and
its issued share capital and share premium

accounts.

34. AMOUNTS DUE TO SUBSIDIARIES

The Company

The amounts due to subsidiaries are unsecured,

interest-free and repayable on demand.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)

33. &)

RNF (&)

(@ WBER-ZF-——F+-AT-BRRE
BeRBIRBER R-ZE-—ZFF+=A
=t—B ROEEREEMCZIEHE
#482,493,0008 T & X 8 - M & i
BROGBEELECERERSHMEREARRQ
ACEHBHREK  YAESEREARQT
ZRABEMAR-—YERERBA B8
PYEENR-_Z-—ZFF+-A=1+—H
491,790,00078 T 2 K E X RFTEE °

(b) MRBER=-"ZFZ=FNA=+=BHET
RENASLEBBZERIRER - 2!—‘@7
ZEBRBREAARAUBZHNEATR
REBEARNZHBEEEFEELA AT
FERRBREZFBTRAZEERBR
X ROEERERZERGTERRZFR
ZE

REBREE-NAN-—FQRFEEERT)
RRB2BHBEHRIRT T 2K o HfH B
THER » AIRQABREEIRIKNTRE
FEBHBERTELR DI

() AATRERRIREFEEBL
HBaE: &

iy AARNEEVSEEERERRHE
EE BRTRARBROEERZ

34. BB RAARE
ARAT

ENAHBARRELEEKF RERE
EREE o
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No/t,es-“t‘ﬁfthe Consolidated Financial Statements

B

35. ACQUISITION OF SUBSIDIARIES

On 25 May 2011, the Group entered into a
conditional sale and purchase agreement with
an independent third party for acquiring the
entire issued share capital of Adelio at a cash
consideration of HK$262,022,000. Pursuant to
the conditional sale and purchase agreement, the
sale share shall be sold and transferred to the
Group together with all rights and liabilities of
any nature whatsoever attaching to it on the date
of the conditional sale and purchase agreement,
including the rental income from the investment
properties held by Rexdale Investment Limited,
a wholly owned subsidiary of Adelio, all rights
to any dividends or other distributions declared,
paid or made in respect of it after the date of
the conditional sale and purchase agreement,
save and except the rights and obligations under
the mortgage loan obtained from a bank. The
acquisition was completion on 23 December
2011.

Annual Report 2011 =& — —F R
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For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

WREF B A A

R-Z——FHA=-+EHRB  A&H
H-BBIUE=ALEKRGEEW
& R B & 1K E262,022,000% T K
B Adelioz 2HEBITRA - REF K
HEERZ FERVEER —TINE
R EEHE B MRS 2 EREEE
MNREBBEIEAdeliozZENE LT
Rexdale Investment Limited FriFiR&
MEZHASRA - KRB RGHEER
FZAHRMEIK R RAEDL 2 EAR
BEgHEMS Rz — M) HEREET
EF EFEEERITEHEZERBER
ZREFNREFE - WBSER-_Z——F
+TZAZ+=HZERK °
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Notes to the Consaﬁﬁgied Financial Statements

REMBERME

For the yearended 31 December 2011 BiZ=F——F+_HA=1+—HIFE

35. ACQUISITION OF SUBSIDIARIES

35. WEBHKIE = (&)

(Continued)
HK$’000
FET
Investment properties REME 435,000
Deposits b 369
Prepayments AR 57
Cash and bank balances RERRITEER 2,880
Accruals &R (427)
Other payables H {th FE 7K 18 (281)
Rental deposits received glAeRe (3,113)
Promissory note payable EAEAE (118,000)
Amount due to the shareholder FE 1 IR SR FRIE (635)
Deferred tax IERER IR (1,626)
Secured bank loan BIEARTER (172,480)
141,744
Waiver of net amount due to the shareholder A% FE{f IR 3R FIE F4E 635
Repayment of secured bank loan Hﬂafﬂ;%ﬁ%ﬁﬁ?%ﬁﬁ
by the vendor X 172,480
Gain on a bargain purchase REBE RS (52,837)
Total consideration, satisfied by cash BRE UBREEA 262,022
Net cash outflow arising on acquisition: WREEELCHESRHFE
Cash consideration paid 2HRERE 262,022
Cash and bank balances acquired BEWBzRERRTES (2,880)
259,142

The gain on a bargain purchase represented
the excess of the fair value net assets as at =A
the acquisition date over the fair value of the

consideration.

It is mainly attributable to the B i

increase in fair value of the net assets acquired

caused by the increase in fair value of investment

REBEZUWSEDERKRBRAHZFE
AP EBHABAFEZESHE -TE
KEFBBFEEZ LA FEERRENE
ZRM 2 NP ERMAR -

properties as compared to the agreement date.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)
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35.

36.

Notes “to the Consolidated Financial Statements

8 M5 H R

B For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

ACQUISITION OF SUBSIDIARIES
(Continued)

Adelio and
approximately HK$281,000 to the Group’s turnover

its subsidiaries contributed

and a profit of approximately HK$29,000 to the
Group during the period from 23 December 2011,
being the date of acquisition, to 31 December
2011.

Had the acquisition been completed at the
beginning of the year, the Group’s total revenue
for the year would have been HK$91,977,000
and the loss for the year would have been
HK$16,544,000. The pro forma information is for
illustrative purpose only and is not necessarily
an indicative revenue and results of operations
of the Group that actually would have been
achieved had the acquisition been completed
on 23 December 2011, nor is it intended to be a
projection of future results.

ACQUISITION OF ASSETS AND
LIABILITIES THROUGH PURCHASE OF A
SUBSIDIARY

On 26 October 2011,
acquired through the acquisition of the entire

assets and liabilities were

issued share capital of Dynamic Eagle at a cash
consideration of HK$6,500,000. Dynamic Eagle is
engaged in property holding business.

Since the principal assets of Dynamic Eagle are
investment properties located in Hong Kong, the
acquisition has been accounted for as acquisition
of assets and liabilities.

Annual Report 2011 =& — —F R

35.

36.

g1y WNCINE )

R-E——F+-A=-+=H((AWESE
BHEH)Z-ZE——F+-A=+—HH
B Adelo R HMBARALREE &
EEEERM281,0008 7T 0 WAREE
R HE A% 29,0008 7T ©

HMEBEEERFAZER > AREEZ
RNEFHEAWERAEA91,977,0008 T » M
REEEIBKE16,544,0008 T - H5ZE
ERMEMFH T —ERMMWKESE
R-E——F+-A=-t+=HEAME
MABRZAEEREREEXE K
BEEARREZ2TEA -

ZEEENBLARWBEERAR

R-ZEBE—-——F+A=+xB ' X&EH
Z i@ L] £ X E6,500,0007% T U BB
Dynamic Eagle Z 2B &7 R AU EE
BENEBE - Dynamic Eagle =W %
BEEK -

MM Dynamic Eaglex T EEEA— 18
UREBZRENE  BHRESEE
FHBEEREEBAR-
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36. ACQUISITION OF ASSETS AND 36. ZRBEMBARKBEERERE
LIABILITIES THROUGH PURCHASE OF A (#&)
SUBSIDIARY (Continued)

The net assets acquired in the transaction are as RRXEGHPWEZFEENT
follows:
HK$’000
FET
Investment properties REME 6,508
Deposits A 7
Accruals EstEA (19)
Unsecured loan payable to the director B FEE 2 EIRFER (6,493)
7
Assignment of unsecured loan payable to EEENTFTES2HEBFER
the director 6,493
Total consideration, satisfied by cash BRE UBREeXS 6,500
Net cash outflow arising on acquisition: WEEEELE RS RHFE
Cash consideration paid 2fRRENRE 6,500
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Ng/t,es’fﬁft,he Consolidated Financial Statements
o 7 & Mk RMEE

’-"‘:.
Ea For the yearended 31 December 2011 BE=F——F1+=A=+—HILFE
37. DISPOSAL OF SUBSIDIARIES 37. HEHNEBAR
On 15 December 2011, the Group entered R-ZE——F+=-HB+HB » XEBZ]
into an agreement to dispose of the entire It URERE1BTHESH (K
issued share capital of Advance Top, a wholly NEIZEEMBLAR) 22 EBITR
owned subsidiary of the Company, at a cash Ke HEFEHR=-ZE——F+=-H+H
consideration of HK$1. The disposal was HEf SEREE2EEREEBEZFHE
completed on 15 December 2011. Details of the HHWT

assets and liabilities of the Advance Top Group
are set out as follow:

HK$’000
FET
Intangible assets BEERE 48
Property, plant and equipment ME - BERKE 2
Prepayments and deposits FANRIERRE 46
Cash and bank balances RERBITHEE 1,490
Amount due to an associate FEAFHE & X B FRIR (2,003)
Accruals EitEA (3)
Tax payable FEASBiE (2)
(422)
Gain on disposal of subsidiaries: HEMB ARz W :

Cash consideration RERE =
Net liabilities FAE 422
422

Net cash outflow arising from disposal: HESHEEACESRHEE .
Cash consideration RERE =
Cash and bank balances disposed of HEZRERIRITHER 1,490
1,490
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Notes to the Con_saﬁﬁgted Financial Statements

SAMERENE

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

38. COMMITMENTS 38. &I
(a) Lease commitments (a) FHERIE
The Group as lessee AEBERE-EA
At the end of reporting period, the Group REHHBAKR > ZEBERBENT 5 H
had commitments for future minimum lease REBPZEEMETATHELENR
payments under non-cancellable operating Wz HEREESALOT :

leases in respect of rented premises which
fall due as follows:

The Group
rEH
2011 2010
—E——-F —E-ZF
HK$°000 HK$’000
FETT FET
Within one year —FR 706 2,459
In the second to fifth year inclusive FEZEERF
(BHEEEMF) - 706
706 3,165
Operating lease payments represented REHSEAEBRAEEEN
rentals payable by the Group for its office ZHEE - HATERFIMERD
premises. Leases are mainly negotiated for EE mESVFOIMEEESE -

an average term of two years and rentals are
fixed for an average of two years.
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B

38. COMMITMENTS (Continued)
(@) Lease commitments (Continued)
The Group as lessor

Property rental income earned during the
year was HK$281,000 (2010: Nil). The
properties are expected to generate rental
yield of 5.20% on an ongoing basis. Most of
the properties held have committed tenants
with fixed rental for an average term of two
years.

At the end of the reporting period, the
Group had contracted with tenants for the
following future minimum lease payments:

8 M5 H R

For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

38. Eig(#
(a) HEREHE)
EEBERHEA

FARBMZYWERSUASB
281,000 8B (= —FF: T8
TU) o ZEYERIFEEE5.20%
ZHEE - REMIEEZYHECSEMA
FUEEHEEFEHFEHABWNEZ
G o

REBHR  AEEEBFT LS
Wz ARBREEESKIRENT :

The Group
rEE
2011 2010
—¥--% =—B-%%
HK$°000 HK$’000
FHET FET

— %

Within one year

5,128 =

In the second to fifth year inclusive S$E-ZFHF

(BHEEEMF)

5,128 =

10,256 =

(b) Other commitments

At 31 December 2011, the Group had
a material commitment relating to the
subscription of the second tranche of
convertible bonds to be issued by CSEL in
the principal amount of HK$300,000,000
pursuant to the conditional subscription
agreement dated 21 January 2011.

The subscription of second tranche of
convertible bonds is conditional upon the
fulfilment of the conditions precedent set out
in the conditional subscription agreement,
including the availability of sufficient fund
by the Company, and shall be taken place
on or before 30 June 2012 (or such other
date as may be agreed by the Company and
CSEL in writing).
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(b) Hh&iE

R-ZE——F+=ZA=+—H &
EE/E—EEAKE 2B CSEL
REAHBE-_Z——F—A=+—
BzERGRBHELETFRITEAS
% 5 300,000,000 T 2 & = #t 7]
BRES -

REE_MUBRREFBASTHERYE
RBHEAAZEREG(BER
AEEERRES)ERKE AT
FE WER-ZFT—-—F<A=1+
Bek 2 Al (AR AT K CSELEMH
EHMBEH)ET -
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Notes to the Cor’!,sgli'dgt-e
FRAEMBERERMNE

Forithé\year ended 31 December 2011 BE

39. SHARE-BASED PAYMENT

d Financial Statements
EE =+ — I EE

39. URBEAXN 2R S

TRANSACTIONS

Pursuant to an ordinary resolution passed by
the shareholders on 12 December 2011, the
Company adopted a new share option scheme
(the “Option Scheme”) to replace the share
option scheme adopted on 21 January 2002. The
Option Scheme will expire on 11 December 2021.
The purpose of the Option Scheme is to enable
the Company to grant share options to selected
eligible participants as incentives or rewards for
their contribution or potential contribution to the
Group.

Under the Option Scheme, eligible participants
are full time or part time employees of the Group
(including any directors, whether executive or
non-executive and whether independent or not,
of the Company or any subsidiary); any holder
of any securities issued by the Group; and any
business or joint venture partners, contractors,
agents or representatives, consultants, advisers,
suppliers, producers or licensors, customers,
licensees (including any sub-licensee) or
distributors, landlords or tenants (including any
sub-tenants) of the Group or any person who, in
the sole discretion of the board of directors of
the Company, has contributed or may contribute
to the Group.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)

RER-Z-——F+-AT-HBRRE
BeEBRER  ARAARM—IEHNE
BRETE(BRETS D UBMAR=
EE_F-A- T - BERMKZBRE
g BREABABENR-_Z=_-F+=A
tT—HER BREFEEESAAT
AHEERALTRHBRE  FARSE
HAEBE2EMABEEEM2RBRE
# o

REBRETS  SERALTRATEH
ZEBIARBES(BEAQAHEM
MEBARZEMES  TwHMITHFEH
T REAWREBY)  AEEFR#T
ZEMIBSZ2EMAFEA S AEE2ME
MEBRELBH - AEH - AERK
* B FEAA HER REBH
REA BEF ZRABEBEAERR
BA)HBTH FXTHEF(BEEM
DHEEF)  REBE2RBBERECK
FAEEAREEREM2EMAL -

Annual Report 2011 =& ——F 4%



No/t,es-“t‘ﬁfthe Consolidated Financial Statements

B

39. SHARE-BASED PAYMENT

TRANSACTIONS (Continued)

The overall limit on the number of shares which
may be issued upon exercise of all share options
granted and yet to be exercised under the Option
Scheme and any other share option schemes of
the Company must not exceed 30% of the shares
in issue from time to time. Subject to the above
overall limit, the total number of shares which
may be issued upon exercise of all share options
to be granted under the Option Scheme and any
other share option schemes of the Company
must not, in aggregate, exceed 10% of the
shares in issue as at the date of approval of the
Option Scheme (the “Scheme Mandate Limit”).
The Company may refresh the Scheme Mandate
Limit subject to approval of the shareholders
in general meeting, provided that the Scheme
Mandate Limit as refreshed must not exceed 10%
of the shares in issue as at the date of approval
of the refreshed limit.
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For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

39. URBFEAXN 2% (&)

RATEREHBRESERADQAEM
HibBREF R EMNRITEZFRE
HARTEBRERTTRTZROBE
EERE SHATSEBFAHEHTHE
BEERRM230% - £ LMPRE 2R
RT  RITERBERETERAQF
FRER A 2 5 0 B A HL 4 B8 IR A 51 818
REZHEBRERT FTRTZRHR
B ARG EBBRETIELRE
EHCHITROZ10% ([T RER
B EFRRAELERRMER &
NE AR EH G ERERE - EH
B BIRERETSEBENRERE
HEERSHEITRIDZ10% °
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39. SHARE-BASED PAYMENT

TRANSACTIONS (Continued)

Unless approved by the shareholders, the total
number of shares issued and to be issued upon
exercise of the shares options granted to each
eligible participant (including both exercised and
outstanding options) in any 12-month period
up to and including the date of grant must
not exceed 1% of the shares in issue. Where
any grant of share options to a substantial
shareholder of the Company or an independent
non-executive director or their respective
associates and if such grant would result in the
total number of shares issued and to be issued
upon exercise of the share options granted and
to be granted (including share options exercised,
cancelled and outstanding) in any 12-month
period up to and including the date of grant to
such person (i) representing in aggregate over
0.1% of the shares in issue and (ii) having an
aggregate value, based on the closing price of
the shares at the date of each grant, in excess
of HK$5,000,000, then the proposed grant must
be approved by the shareholders at a general
meeting, with voting to be taken by way of a poll.

A non-refundable nominal consideration of
HK$1.00 is payable by the grantee upon
acceptance of the grant of share options. Share
options may be exercised at any time during the
period to be determined and identified by the
board of directors, but in any event no later than
ten years from the date of grant but subject to
the early termination of the Option Scheme.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)

Notes to the Cor’!,sgli'déi_t-ed Financial Statements
REMIERRMNE

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

39. URBFEAXN 2% (&)

BREERRALE BESERBEER
ARAEBERHE B ILE[ 1218 A
B RIOTEERTZBREREET
ERERTEZBRE)RESETRET
BRIT2ROBE  TEEBRHEERZ
EBRTRHM2Z1% - WEOARRAERR
RABUFATESAREREHE
ATERBEMBERE IREEERBR
EESHNBEEONZATREBREE
A(EHEZA)LEF12EAHER - ®
THEERERETFTRHEZBRE(EED
1T CREEREARTEZBRE)KE
BRITRBTROTZROBLBOSHESR
ERTROALE201% 0 R(i)RRKRH
EERHAHzRHERE  REEB
5,000,0008 T - AIZZERHEBEEERR
RBRRARE EUREZ AL -

BARANBARBEME L 2B RER A
1.00 B T2 FAIREBHRNE - BRE
TRESEHNEHETREREZEZSR
RAEBEEARRABEREE BB AER
KEEZBRAMOETE  EERNFAR
BERKERHET T BEXHBR
TR P A LFTARR
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B

39. SHARE-BASED PAYMENT

TRANSACTIONS (Continued)

The exercise price is determined by the board
of directors, provided that it shall be not less
than the highest of (i) the closing price of the
Company’s shares on the date of grant; (ii) the
average closing prices of the shares for the

8 M5 H R

For the year ended 31 December 2011 BlZ —F——F+ _HA=+—HIFFEZE

39. URBFEAXN 2% (&)

THEEHEESET BEFESERUT
ZEZEEE ()AQ2ARMRIREB
HzWBmE: (\RONBERE BB
FERXRZBEZFEHIRTE ; K (i) AAF]
B P 2 HE1E °

five business days immediately preceding the
date of grant; and (iii) the nominal value of the
Company’s shares.

At 31 December 2011, the Company has not AZE——F+ZA=+—H ' BRER
adopted any share option scheme other than the FESTEI N AN ) I 88 B4 1 17T B AR R

Option Scheme. e

BRESEER 2FHBAOT :

Details of specific categories of share options are

as follows:
Share Exercise
option type Date of grant Exercise period price
BREER REBH THEH TEE
2002 8 March 2002 8 March 2002 to 7 March 2012 HK$218.07*
—EE-_F=ANA “EE_F=FN\HZE 218.07 Bt *
—E--H=ZA+tH
2004 13 December 2004 13 December 2004 to 12 December 2014 HK$162.70*
“EEZMFE+=A+=R Z—EENF+=-AT+=HZE 162.7058 7T **
—E-MOFE+=RF+=H
2007A 22 March 2007 22 March 2007 to 21 March 2017 HK$39.44"
—ETtF=ZRA=+=B Z—EEtLtF=RA=t+=HZE 39.44 BT *
—E—tF=A=+-—H
2007B 31 May 2007 31 May 2007 to 30 May 2017 HK$58.71%
—EELFRA=1T—H —EEtFHA=+—HZE 58.71 & L™
—ZE—tFHA=+H
2008 20 March 2008 20 March 2008 to 19 March 2010 HK$11.88
—EENF=ZRA=1H —EENF=ZA=-+HZE 11.88 & T
—E-FTF=ATNH
2009A 28 July 2009 28 July 2009 to 27 July 2010 HK$0.64
“EEAFEAR=ZtNHE ZZEEAFLtA=-+NHZE 0.64 BT
—E2-ZFtHA=-++tH
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Notes to the Con,seﬁﬁgted Financial Statements

SeMEREME

For the yeaf'éﬁb-"gd 31 December 2011 B2 =F——F+-F=+—HIFZ

39. SHARE-BASED PAYMENT 39. URBHEXNZ[ZRE (&)
TRANSACTIONS (Continued)

Share Exercise
option type Date of grant Exercise period price
R IR 1 38 REBH TEH TEE
2009B 30 October 2009 30 October 2009 to 29 October 2010 HK$0.54"
—EEAFTA=TH —EENF+RA=FTHE 0.5487*
—E-EF+A=tNhA
2010 13 May 2010 13 May 2010 to 12 May 2011 HK$0.60*
—E-ZEFHA+=H —E-ZFER/+=HZE 0.607& T *
—E——FHA+ZH
2011 20 October 2011 20 October 2011 to 19 October 2012 HK$0.0452
—E——%+tHA=+H —E——%+tA=-+HZE 0.0452 7 T
—E-—F+A+NA
# The exercise prices are adjusted for the rights issue # THEERR=-Z-—ZFLRA=-TILEEK
as completed on 29 September 2010. ZHBRAEHTAE -
* The exercise prices are adjusted for the open offer * TEERR=ZE——FNA+TZHRERZ
as completed on 12 August 2011. NHABREFELERE -
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39. SHARE-BASED PAYMENT 39. URBHEXNZ[ZRE (&)
TRANSACTIONS (Continued)

The fair values of the share options granted on R-EBE——EFE+HA-_t+HE=-ZE—F&F
20 October 2011 and 13 May 2010 and were ERE+=Z=HEHE2EREZAFEDR
measured, using a binomial option pricing model, REBHAPREA-—EBAHEEER
by Grant Sherman. The following table lists the N2 o TRIITBAFTABERN Z2ER :

inputs to the model used:

2011 2010

—E——F —E-EF
Option life 1 year 1 year
B8 i 1 5 HA 15 16
Grant date share price HK$0.0450 HK$0.66
REBHRE 0.04503% 7T 0.66 & T
Exercise price HK$0.0452 HK$0.66
1TEE 0.0452 & T 0.66 8T
Expected volatility (%) 85.54% 92.50%
FEHA R @ (%)
Expected lives of share options 1 year 1 year
EBRERHFH 15 16
Dividend yield (%) 0% 0%
R 5= (%)
Risk-free interest rate 0.14% 0.215%
The fair value of the share options granted EZE-—FRZZE-FEF+ZA
during the years ended 31 December 2011 and Et+—HALFEREZBEREZAFESD
2010 were HK$1,300,000 and HK$2,310,000 7Bl £ 1,300,000 % Jt & 2,310,000 % 7T
respectively which had been expensed as share- ERFARIMEURDERZ T 2BX

based payment expenses during the years.
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39. SHARE-BASED PAYMENT 39. URBHEXNZ[ZRE (&)
TRANSACTIONS (Continued)

The following table discloses movements of TREZEFREARATZES - EERHE
the Company’s share options held by directors, BfriEEcEBRE S .

employees and consultants during the year:

Number of share options

BREZA
Outstanding Outstanding
at Granted Exercised Lapsed Adjusted at
1 January during during during for open 31 December
Share option type 2011 the year the year the year offer 2011
R-B--F
R=B--F t=A
-F-H RARBE =t-H
BREER KT RERRH RERTE REREXH AR AT
(note)
(Hizt)
2002 201,940 - - - 24,626 226,566
2004 293,026 - - - 35,734 328,760
2007A 160,701 - - - 19,597 180,298
2007B 841,016 - - - 102,562 943,578
2010 13,580,530 - - (13,580,530) - -
2011 - 110,200,000 - - - 110,200,000
15,077,213 110,200,000 - (13,580,530) 182,519 111,879,202
Exercisable at the end of the year
RELFTR 111,879,202
Weighted average exercise price
MEFHTEE HK$11.51138 7T HK$0.045 % 70 - HK$0.6008 7T - HK$1.523 %7
Note: Kt -
The numbers of share options are adjusted for the open BREHERR - ZE——FN\AT+THERZA
offer as completed on 12 August 2011. FBEFELAE -
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39. SHARE-BASED PAYMENT

TRANSACTIONS (Continued)

39. URBFEAXN 2% (&)

The following table discloses movements of THREEBEFEARAZEE  EE
the Company’s share options held by directors, REBFAEE2EBREZSE !

employees and consultants during prior year:

Number of share options

BREHE
Outstanding at Granted Exercised Lapsed Adjusted  Outstanding at
1 January during during during for rights 31 December
Share option type 2010 the year the year the year issue 2010
R-2-%%
R-Z-E% t=A
-A-H BAR =t-H
BRERR & AT RERFH RERTE RERXX fritiER W AT
(note)
(Hit)
2002 182,185 - - - 19,755 201,940
2004 264,360 - - - 28,666 293,026
2007A 144,980 - - - 15,721 160,701
2007B 758,743 - - - 82,273 841,016
2008 1,228,789 - - (1,228,789) - -
2009A 11,000,000 - (7,280,000 (3,720,000 - —
2009B 11,010,000 - (6,820,000) (4,644,337 454,337 -
2010 - 13,212,000 (960,000) - 1,328,530 13,580,530
24,589,057 13,212,000 (15,060,000) (9,593,126) 1,929,282 15,077,213
Exercisable at the end of the year
RERTTE 15,077,213
Weighted average exercise price
MEFHTEE HK$7.875%8 7 HK$0.660/&x HKS$0.623 % HK$2.031 %7 — HK$11.511E
Note: BtEt -
The numbers of share options are adjusted for the rights BREHEINR-Z—ZFFAA=-TAHARERZ

issue as completed on 29 September 2010.
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39.

40.

SHARE-BASED PAYMENT
TRANSACTIONS (Continued)

At 31 December 2011, the Company had
111,879,202 share options outstanding under
the share option scheme adopted on 21 January
2002 (2010: 15,077,213), representing 1.41%
(2010: 1.37%) of the issued share capital of the
Company at that date.

RETIREMENT BENEFITS SCHEMES

With effect from 1 December 2000, the Group has
set up a defined contribution retirement scheme,
the Mandatory Provident Fund Scheme (the “MPF
Scheme”), for all the eligible employees of the
Group. The Group did not provide retirement
benefits for its employees prior to the set up of
the MPF Scheme.

Under the MPF Scheme, the employees are
required to contribute 5% of their monthly
salaries up to a maximum of HK$1,000 per
employee and they can choose to make
additional contributions. The employer’s monthly
contributions are calculated at 5% of each
employee’s monthly salaries up to a maximum
of HK$1,000 (the “Mandatory Contribution”). The
employees are entitled to 100% of the employer’s
Mandatory Contribution upon their retirement at
the age of 65 years old, death or total incapacity.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)

39.

40.

RO N 2R S (@)

R-ZEBE——F+ZA=+—H > xAF
111,879,202 RIEBER =T _F —
B+ —AEMzBRESTERE 26
RITEBERE(ZZ—FF 15,077,213
B) HAEALARAREAZEBITRA
1.41% (ZF—FF 1 1.37%) °

RIKBRETE

BE-ZZETHF+-A-HE ~5EA
FEGERREERY —HEREIRK
HEl — BEMAREESFE(TRESS
g MNRYUBESFTER  AEEL
EHEERMEMEAKER -

RiERESE EEHEAREAF
5% (xZ LU BEE1,0008 T AR)E
B WAREBEHEMR - EE
BRAZHIRTDNIEREEERFH 5% (RS U
1,000/8 T BR)FTE(TREIEMRK) o
EEARESHBIN - it RTERET
EREN B2 BEBEE ZREIMEMR -
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B For the yearended 31 December 2011 BE=F——F1+=A=+—HILFE
41. MATERIAL RELATED PARTY 41, EXRBEEALRS

TRANSACTIONS

(a) Save as disclosed elsewhere in these (a) BRAGZEMBEHRREM LG AEE
consolidated financial statements, the Group ENh RBE-ZE——FRrR=-Z—
entered into the following material related FEE+_HA=1+—HIEFER &
party transactions during the years ended 31 EEETTIERBEALRS :

December 2011 and 2010:

During the year, the Group entered into the FR AEEHEEHETTIX
following transaction with Advance Top: R
2011 2010
—®-——F -—T-%3F
Name of company Nature of transaction HK$’000 HK$’000
NI REME FHET FET
Paid:
217 :
Advance Top Amount advanced by the Group
55 REBEBFTRIE 2,003 —
Received or receivable from:
2 U sk e R BRFK ¢
CSEL Loan repaid
BEEX - 5,103
Interest income on:
UTREZFERA :
— loan advanced
EENER - -
— convertible note
ARREE - =
CSFGL Group Promissory note repaid
CSFGL&EH BEANE - 100,000
Convertible note repaid
BETHREE - 100,000
Loan repaid
BEEM - 155,536
Dividend received
SR E - 2,542
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41. MATERIAL RELATED PARTY M. ERBEALIRS (&)
TRANSACTIONS (Continued)

(b) Compensation for key management (b) EEEEAESHMH
personnel
Remuneration for key management FTEEBAETFHN(EEFREUEK
personnel, including amount paid to the HMEAMFI2RISAWE AT AR
directors of the Company and certain of ANAEERETESHEEZS
the highest paid employees, as disclosed ZE)WMT :

in notes 12 and 13 to the consolidated
financial statements, is as follows:

2011 2010

—E——F —E-EF

HK$’000 HK$’000

FET FET

Director fees EEHRE 400 360

Salaries and other allowances ek HAMER, 3,310 1,326
Contributions to retirement RKEFIEH B

benefits scheme 57 44

Share-based payment expenses RO M2 1,300 839

5,067 2,569
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42. CAPITAL MANAGEMENT

Capital risk management

The primary objectives of the Group’s capital
management are to safeguard the Group’s ability
to continue as a going concern and to maintain
healthy ratios in order to support its business
and enhance shareholders’ value.

The Group manages its capital structure and
makes adjustments to it, in light of changes
in economic conditions. To maintain or adjust
the capital structure, the Group may adjust the
dividend payment to shareholders, return capital
to shareholders, issue new shares or raise and
repay debts. The Group’s capital management
objectives, policies or processes were unchanged
during the years 2011 and 2010.

The Company monitors capital using gearing
ratio, which is the Group’s total borrowings over
equity attributable to owners of the Company.
The gearing ratios as at 31 December 2011 and
2010 were as follows:

42, ERER

EXRRBEER

AEEEEEACTEERRRELE
BEFEKE RN BEEBRIERUX
SEHEBREARREE -

7 82 B 5 L O A 3 AR U AT 1B R,
BEFHAE BRI RREAE
B AEETEBEARIEZRE
MREREEL  RTFRAONEER
BEEE - R-B——ER-F—F
F.AKECEAEEARE  BERE
R T o

ADTDRBABLE(MAEEREER
B2 T AR IR BB A o B
—E-—FR-F-BFEt-A={-
B EELRMT

2011 2010

—E——F —E-EF

HK$°000 HK$’000

FET FET

Total borrowings EEHA%E - =
Equity attributable to owners RABEE AESL

of the Company Bz 4 1,237,636 1,344,663

Gearing ratio BEk=E - —
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Forithe year ended 31 December 2011 EHZ2=ZF——

43. FINANCIAL INSTRUMENTS

Categories of financial instruments

FtZA=1+—HULFE

. EMTHA

TWMITAEZER

2011 2010
—E——fF —E-ZF
HK$°000 HK$’000
FET FET
Financial assets SREE
Loans and receivables (including ERREWFIE(EHE
cash and cash equivalents) RERBEZEY) 593,273 996,701
Available-for-sale financial assets AREECEREE 59,132 53,892
Financial assets at fair value BAFEFABRERZ
through profit or loss SREE 122,320 9,418
Financial liabilities £ =L
Amortised cost 1 85 A AR 11,787 10,872

Financial risk management objectives and

policies

The Group’s overall risk management programme

focuses on the unpredictability of financial

markets and seeks to minimise potential adverse

effects on the Group’s financial performance.

These risks include credit risk, liquidity risk and

price risk.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)
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AEECERRAREEGFHSINTHB
MEZHEAME  BREBREHEAE
EEBRAZBETFEE - ZERAR
BEFERR RBESEBRERKR
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43. FINANCIAL INSTRUMENTS (Continued) 43. €M T A&

BEEBREEEERBEKE)

Financial risk management objectives and
policies (Continued)

(a) Credit risk (a) GGEEE

The Group’s maximum exposure to credit
risk which will cause a financial loss to
the Group due to failure to discharge an
obligation by the counterparties and the
financial guarantees issued by the Group
arising from the carrying amount of the
respective recognised financial assets as
stated in the consolidated statement of
financial position.

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

Financial risk management objectives and
policies (Continued)

(b) Liquidity risk

The Group manages its liquidity risk
by ensuring it has sufficient liquid cash
balances to meet its payment obligations as
they fall due.

The Group closely monitors its exposure to
liquidity risk by reviewing the cash position
report monthly. It analyses efficiency of fund
management appropriately on the drawdown
of bank loans and appoint dedicated
personnel to ensure loans are serviced on a
timely and accurate basis.

The following tables detail the Group’s
remaining contractual maturity for its non-
derivative financial liabilities. The tables have
been drawn up based on the undiscounted
cash flows of the financial liabilities based
on the earliest date on which the Group can
be required to pay. The tables include both
interest and principal cash flows.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)
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BEEBREEEERBEKE)

(b)

FEEEBBRATEADEESET
BITRHARELE  UEEER
ExEkE -

FEEZEBEARIRERRES
BOERHAZ Z2RBESRAR -
ZHREEEMDMBTERZES
EEZHER UREFEEAEMN
BRERR G RERIA -

TRAVAEBERAFTESRE
EZBRTENEMA - ZRERE
BRAEBHRERINZEFAHZ
TREERFTRRAESREBEMMBAH -
ZREFNEREAETRERNE -
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43. FINANCIAL INSTRUMENTS (Continued) 43. €M IT B (&
Financial risk management objectives and HERAREEEERBEKR ()
policies (Continued)
(b) Liquidity risk (Continued) (b) "EELEE(E)
3 months
Less than 1to3 to1year 1to5 Over
1 month months =f8R years 5 years Total

P-@BR -Z=fA E-E -ZEE  REHL FH)
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$’000
FET FET FET FET FET FET

2011 “E-F
Accruals and other FEHERR

payables A 11,787 - - - - 11,787
2010 —E-BE
Accruals and other B ERR M

payables EfRE 10,872 - - - - 10,872

(c) Price risk (c) EXEE

The Group is exposed to equity price risk REBTEBBRE FMBRAESR
mainly through its investment in listed EmMASZRAERER SEEL
equity securities. The management manages TEEREEBREE2RELASE
this exposure by maintaining a portfolio of 38 |t HE o

investments with different risk and return
profiles.
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43. FINANCIAL INSTRUMENTS (Continued) 43.

Financial risk management objectives and

policies (Continued)

(c) Price risk (Continued)

Equity price sensitivity analysis

The sensitivity analyses below have been

determined based on the exposure to

equity price risk at the end of the reporting

period. For sensitivity analysis purpose, the

sensitivity rate is 15% in the current year.

If equity prices had been 15% higher/lower

(2010: 15%):

— Post-tax profit for the year ended

31 December 2011 would increase/
decrease by HK$7,056,000 (2010:
HK$1,413,000). This is mainly due to
the changes in fair value of held-for-

trading investments; and

— other comprehensive income would
increase/decrease by HK$8,844,000
(2010: HK$8,058,000) as a result of the
changes in fair value of available-for-

sale investments.

ETERNITY INVESTMENT LIMITED k{8 % B % & B[R A7)
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BEEBREEEERBEKE)

(c) EXmEEE)

R (B4 BBE AT

UTH#RBREDMIIRBERREHR
ZRAEBREABAEMERE - 8L
RESHME  AFEHRER

15% o

i & R AREHRIE M, WD 15% (=
E—FF 1 15%) :

BE-_Z——F+=-A=1+—
HIFEZRFERBBEF
#5120, 8 4> 7,506,000 58 7T
(Z2& — F F :1,413,00078
) TEARBEBERE
ZATEEHME K

Hin 2 mEUWEAFE M/
8,844,000/ 8 (=T —FF :
8,058,000/& ) T EMMKN
AHEEREZ AT EEE
g( °
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43. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

(d) Fair value of financial instruments

The fair values of financial assets and
financial liabilities are determined as follows:

The fair values of financial assets and
financial liabilities with standard terms
and conditions and traded in active
markets are determined with reference
to quoted market bid and ask prices
respectively.

The fair values of derivative
instruments are calculated using
quoted prices. Where such prices
are not available, a discounted cash
flow analysis is performed using
the applicable yield curve for the
duration of the instruments for non-
optional derivatives, and option
pricing models for optional derivatives.
Foreign currency forward contracts
are measured using quoted forward
exchange rates and yield curves
derived from quoted interest rates
matching maturities of the contracts.
Interest rate swaps are measured at
the present value of future cash flows
estimated and discounted based on the
applicable yield curves derived from
quoted interest rates.

The fair values of other financial assets
and financial liabilities are determined
in accordance with generally accepted
pricing models based on discounted
cash flow analysis.
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THAERE :

ERERARMFERERE
BhERXEceREERER
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iz BEARBHEMEE

PTEIRZAFETIURES
8o ARG HBEER - BISE
HETETAUNTAFHZE
Al EETIHRRERE
o T EARECTAE T A RILUER
REEENETHRAREME
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43. FINANCIAL INSTRUMENTS (Continued) 43. €M T A&

Financial risk management objectives and HERAREEEERBEKR ()
policies (Continued)

(d) Fair value of financial instruments (d) =BT EAEZANFEGE)
(Continued)
Except as detailed in the following table, the BRTRFLEN  ESARANREKS
directors consider that the carrying amounts EBRERAETRMEEREMEEZ
of financial assets and financial liabilities REBEHEAEATFEES

recognised in the consolidated financial
statements approximate to their fair values:

2011 2010
o —2-%F
Carrying Fair Carrying Fair
amount value amount value

fREE AFE fREE AFE
HK$’000  HK$’000  HK$'000  HK$'000
FET TFET FET FET

Financial assets TREE
Available-for-sale financial AI{EHESREE

assets 59,132 59,175 53,892 53,920
The following table provides an analysis TRIEHVRAEREZUAFETZ
of financial instruments that are measured ZEMIBEZHN  HIRZATEEQ
subsequent to initial recognition at fair value, FEZERESAR1E3HR:

grouped into Levels 1 to 3 based on the
degree to which the fair value is observable:

F1ARNFEFEDREBE

— Level 1 fair value measurements are

those derived from quoted prices EREERNERBMEPKRE
(unadjusted) in active markets for B OREHRE)

identical assets or liabilities;

— Level 2 fair value measurements are — FEo2MATEFTENRE K
those derived from inputs other than FAZHREN  REBEEEHE
quoted prices included within Level EUEEDEERRE AZE
1 that are observable for the asset or B/H R

liability, either directly or indirectly; and
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43. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and

policies (Continued)

(d)

Fair value of financial instruments
(Continued)

— Level 3 fair value measurements
are those derived from valuation
techniques that include inputs for the
asset or liability that are not based on
observable market data.

8 M5 H R

et For the year ended 31 December 2011 BiZ —F——F+ _-_A=+—HIFE

43. €M T A&

BEEBREEEERBEKE)

(d) £@TAZ2RFHEGE)

— HEIR/AFEFTEDIFALR
RETEETSHBE2EED
BEZMERESE -

The following table shows an analysis of TRETULATFEZERIRATER
financial instruments recorded at fair value R2EMI BN :
by the fair value hierarchy:
Level 1 Level 2 Level 3 Total
F14 F2M EIR st
HK$°000 HK$°000 HK$°000 HK$°000
FET FHET FET FET
At 31 December 2011 R-Z——F
+=-A=+-—H
Financial assets at fair value B2 FEFABRER
through profit or loss ZERMEE
— Listed equity securites — FHRAES 44,308 - - 44,308
— Listed derivatives — LWTEIR 2,730 - - 2,730
— Conversion options — Bl BRER
embedded in convertible REZHRE
notes receivable RIERE - - 75,282 75,282
Available-for-sale financial FftHESREE
assets 58,960 - - 58,960
At 31 December 2010 R=—Z-FF
+ZH=+—H
Financial assets at fair value 2 FE ABER
through profit or loss ZERMEE
— Listed equity securities ~— EMRAE 7,650 - - 7,650
— Listed derivatives — EWITETR 1,768 - — 1,768
Available-for-sale financial FftHEESREE
assets 53,720 = = 53,720

There were no transfers between Levels 1
and 2 in the both year.

Annual Report 2011 =& — —F R

MER - AR K22 EIEEE -

ETERNITY INVESTMENT LIMITED k{8 % B2 & B[R A A

203



e

Notes to the Consgﬁﬁgied Financial Statements

SAMBRERE

For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

43. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and
policies (Continued)

(d) Fair value of financial instruments
(Continued)

Reconciliation of Level 3 fair value
measurements of financial assets are
determined as follows:

43. €M T A&

BEEREEEERBEKE)

(d) @I AZ A FEE

TRMEEZEIRATENEHER
BEMT :

Conversion
options
embedded in
convertible
notes
receivable
PE U TR AR
FBREZ
RERER
HK$’000
FET

At 1 January 2011

At initial recognition

Gain recognised in consolidated income
statement

R-—ZE——F—HA—H -
R RRE 75,020
REeBRERER2WE

262

At 31 December 2011

R-—ZE——%+=ZHA=+—H 75,282

44. CONTINGENT LIABILITIES

At 31 December 2011, the Group had a material
contingent liability relating to a claim brought
by China Finance & Assets Management Limited
(“CFAM”) in the High Court Action No. 526
of 2010 against Rexdale Investment Limited,
a wholly owned subsidiary of the Company,
for failing to pay a service fee in the sum of
HK$25,000,000 to CFAM.
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R=ZB-——F+ZA=Z+—-H &XE
BE-—EHEALAEGE B EChina
Finance & Assets Management
Limited ([CFAM]) £ & Bt &F 542010
FE26RMAAANFRZEZENE QT
Rexdale Investment Limitedi® H
% » 8% Rexdale Investment Limited
AKB [ CFAM X 13 A %(25,000,000 /& T
ZREE -
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CONTINGENT LIABILITIES (Continued)

No provision for the claim brought by CFAM was
made in the consolidated financial statements
as Lafe Corporation Limited has undertaken
to indemnify and keep indemnified the Group
claims,

against any all losses, damages,

penalties, actions, demands, proceedings,
judgment and costs arising from or in connection

with the claim.

EVENTS AFTER THE REPORTING
PERIOD

(@ On 5 January 2012, Wingo Consultants
Limited (now known as Eternity Finance
Group Limited), a wholly owned subsidiary

of the Company, acquired the entire issued

shares in and the sale loan due by Hong

Kong Builders Finance Limited from Koffman

Financial Group Limited, an independent

third party, at a cash consideration of

HK$33,069,172. Hong Kong Builders

Finance Limited is carrying on a business as

a money lender in Hong Kong.

(b) On 7 March 2012, Dynamic Eagle entered
into a provisional sale and purchase
agreement with an independent third party
relating to the disposal of an investment
property located at Tseung Kwan O,
New Territories, Hong Kong at a cash
consideration of HK$7,950,000. Completion
of disposal is expected to be take place on
or before 4 May 2012.
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HREEE

CFAMY ER 4R & B K R &k B AR R &t
=B It T B BLafe Corporation
LimitedBE A% REL —BERERAEER
$?ﬁﬁ?$_§,ﬁﬁi¢tﬁ§§2&ﬂ&—fﬂﬁ
X -HE- - BERE IR KR
REERRF - FORRAEE o

BEWREEE

(@ R=ZZFE—-—F—F&RH AAFAZ
=& B2 T Wingo Consultants
Limited CREBB XK ER B EEER
AEEBUE="FSEREHE
BERARIKWEEZVNKEERAF
ZEBEBTRORMERZHE
BN BH& 85330691728
Lo BEMBEEBRATBEKRER
UMEAS R IREEK -

(b) R=ZF—=—F=H+tH Dynamic
EagleEHEBHERENWE 2B L
F=RFTLBEREEHE  URE
K {E7,950,0008 T HEMNKREE
FRBERZREYHE -FEHEE
BR-ZE-—_—_FHANAHZAT
B o
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For the year ended 31 December 2011 BiBE=F ——F+-F=+—HILEE

45. EVENTS AFTER THE REPORTING
PERIOD (Continued)

(c)

On 19 March 2012, Eternity Finance
Group Limited (formerly known as
Wingo Consultants Limited) entered into
a conditional subscription agreement
with Koffman Corporate Service Limited
(“Koffman”), an independent third party,
relating to the proposed subscription of
convertible note to be issued by Koffman
in the principal amount of HK$27,000,000
at its face value. The convertible note
is unsecured, non-interest bearing and
maturing on the third anniversary of the date
of its issue. Provided that the convertible
note has not been redeemed, the whole
convertible note shall automatically be
converted into shares in Koffman upon
the success of initial public offering of
Koffman’s shares at the price of initial public
offering. Any amount of the convertible
note which remains outstanding on maturity
date shall be redeemed by Koffman at its
then outstanding principal amount plus a
premium calculated at 20% of the then
outstanding principal amount.

46. COMPARATIVE FIGURES

For

comparative purposes and better

presentation, certain comparative figures have

also been reclassified to conform with current

year presentation to align with the financial

statements presentation of the Group.

47. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and

authorised for issue by the board of directors on
21 March 2012.
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R—ZDE-—Z—F=Z/A+ Hh A"
KiEFBKEBE AR A (A Wingo
Consultants Limited)E2¥§ 7 55 =
FEEREXEHARBEER A A
EERDITLEHRHRBEHZ -
RNAEHRERABESERSIREE
EX1TZ2N£%827,000,000 /8 T Z Al #2
BREE - JEREBELEEKR T
FERREBTHBEFE=ZESF
BE o AR EBEDARED > 2
HAUBRKREBEENRSERRO KD
BALAHBERRERA HEBERE
BERBEASERRKRD - EARE
HANAER 2T RREESEE
HeEREAER 2 RBERASE
FMZERRERAEEE20% TE
ZmEER o

EEBE T

BETHBERBEEZEY  ETFHEH
FRERAEEZEZ2MNARNEH 2 E -
DEAEBE 2 BRERZZ25H AR
—Zho

it B A HR R

MBHBRENR=-"F-—-"F=A=+—~H
REZSHERRETIE -
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Five-Year Financial Summary

=
—
| IFMBEE
- —"'"’/.
For the years ended 31 December
BZ+t-A=t-HLEE
2011 2010 2009 2008 2007
“E-—-% CZEZ-TF CZEZThE CZEENF CEETtE
HK$’000 HK$°000 HK$’000 HK$’000 HK$°000
FET FET FET FET FEL
(Restated)
(B51)
Results £
Turnover =E 3 79,174 78,200 74,711 19,253 7,722
(Loss)/profit from REFELEER
continuing operations (B8),/ &7 (187,854) (353,053) 415,731 (107,240) (44,749)
Finance costs MEER - (3,041) (8,086) (3,350) =
(Loss)/profit before BRBiAT(BB) aF
taxation (187,854)  (356,094) 407,645  (110,590) (44,749)
Income tax credit/ FisBiER /(%)
(expense) 32,598 (363) 14,493 13,854 -
(Loss)/profit for the REBELEEKY
year from continuing rEE(BR),/
operations A (155256)  (356,457) 422,138 (96,736) (44,749)
(Loss)/profit for the year ~ RECRILEEEK
from discontinued KEE(ER)/
operation i Fl - - (5,576) (127,772) 70,443
(Loss)/profit for the year ~ AFE (FiE),/ &7 (155,256) (356,457) 416,562 (224,508) 25,694
Dividends =8 198,359 33,063 - - -
ASSETS AND LIABILITIES EENEGE
At 31 December
R+=-B=+-H
2011 2010 2009 2008 2007
“E--f% CZEZ-TF CZEThE ZEENF CZEELE
HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
FET FET FET FET FET
(Restated)
(851)
Total assets EEAE 1,263,432 1,397,404 1,480,772 1,524,280 1,542,452
Total liabilities BEEE (25,797) (52,741) (109,728) (629,857) (492,476)
Net assets FEE 1,237,635 1,344,663 1,371,044 894,423 1,049,976
Capital and reserves LNNGIE 2PN 3
attributable to owners RAR GG
of the Company 1,237,636 1,344,663 1,371,044 894,423 1,049,976
Non-controlling interests ~ FFiZRRiEZR (1) - - - -
1,237,635 1,344,663 1,371,044 894,423 1,049,976
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Particulars of In\_(es-tlﬁé_nt Properties

BRMREND

The particulars of the Group’s investment properties REBR _-_ZE——F+_A=+—H2Z&KEY
as at 31 December 2011 are as follows: EFEBWOT :
Category
of the Group’s
Location Lot number Usage lease term interest
ih B h ER 4 5% A% HEER SEER
1. Factories A and B on the 1st 367/622 equal and Industrial Medium 100%
Floor and the Flat Roof, the undivided shares of
whole of 6th-12th Floors, and in Section A of T HHR
Roof, External Walls, Kwun Tong Inland
Lavatories A & B and Lot No. 195
Carpark Nos. 1-3 and
14-21 on Ground Floor, BRI EREE 195 9%
Lucky (Kwun Tong) AER622 3195 H
Industrial Building, A&z 367 17

Nos. 398-402 Kwun
Tong Road, Kwun Tong,
Kowloon.

NEEBEE B IE 398-402 5%
SEEREAE-RBIBAKBR
HYE s XE+=#E2E - X6
IME S b TTEFEARBR
BEF1-35E R 14-21 JRE{L

2. Flat D on 49/F, Tower 3, Tseung Kwan O Town Residential Medium 100%
the Grandiose, No. 9 Tong Lot No. 75
Chun Street, Tseung Kwan O, F= AR
The New Territories and G EREE 75 55 ER
Car Parking Space No. R137
on Level 2.

FRBEREBEEEHIR
EBHEEIEIOEDER
“#RI37RFEN
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