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

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

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

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

CHAIRMAN’S STATEMENT

Dear Shareholders,

On behalf of the Board of Directors (the “Board”) of Powerwell Pacific
Holdings Limited (the “Company”), | am pleased to present to you the
annual report of the Company and its subsidiaries (collectively referred
to as the “Group”) for the financial year ended 31 December 2013 (the
“Year”).

Business Review

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

Sourcing Business

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

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

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

CHAIRMAN’S STATEMENT

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

PRC Watch Business

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

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

Prospects

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

Growth in revenue of our PRC Watch Business is our motivation to
excel. However, with much resources spent on brand building, we
continued to endure a loss for the Year. We will keep monitoring the
existing sales network’s performance closely and consolidate strategic
partnership with reputable and reliable local wholesalers in order to
fine tune business strategies in a timely manner and monitoring the
efficiency and effectiveness of cost deployment at the same time.

Annual Report 20134 7§

REAFEEEFRAE

ERRE

ANEREXRBHHERD  TERHANMEHE
BARPEINXZETEMSERIKESE
BHRBUREHE T/BAE -

P E S R TS

RAFE - PEEFRERFHBRARFELER - K
SEEBETRERRBREIRBINMEER
MEATSOE  BRERES - RELTHNR
BHEAERERALNEENZHREL OB P
MR R » MAFE L5 REEKINHEL
BRRIEFHET-Watch * ZRFHREBZHE
BRIBRAONRE - AT - BRI MR 3HE
B HRREINERAETS - NEENLZE

MR2013FK - AEBENFEEEAEBIBE260/H A
TEENTEER 180 M hitt 3 m 2 Ea M
JE 0 MR2012F K - AEEBEAA130MBEE
BEEMNTEER100HE AL B EEMNPIE -

RIS
BREAOHCBEEHREIEREFRIETAY - K
SENREEEATPRRMTENIERSE
FTRTEE R HEBRYIFAE A R SKTEE M - ANEH
BHE TSR ARABEENEFICLEER
ESEETNERLE  UWESRMANES
71 RIS EERETORERTPUARIEF
MEBBEER  URBEER FERESER
EIREPEINR 2 B - RSB 1 I R BB AN AN
K o

BB E R AN R HFIERE BB
He AR AREREERTARARZE
R BN AFEREERGER - BRAIKSE
BYERRBHERGHRR - BB LA E
AR B A ER AR - UK
B ETERES - R EER A D BLAO R E R




R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

CHAIRMAN’S STATEMENT

Appreciation

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

Liu Tin Chak, Arnold
Chairman

Hong Kong, 25 March 2014
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Powerwell Pacific Holdings Limited ZigAEF¥EBEERAR

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

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

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

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

As at 31 December

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

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

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

Revenue 1PN

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

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

million for the Previous Year.
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MANAGEMENT DISCUSSION AND ANALYSIS

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

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

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

Cost of Sales and Gross Profit

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

The overall gross profit of the Group decreased from approximately
HK$48.1 million for Previous Year to approximately HK$46.0 million
for the Year, representing an decrease of approximately 4.4%. The
gross profit of the Sourcing Business dropped by approximately
HK$7.6 million to approximately HK$28.3 million (2012: approximately
HK$35.9 million). Gross profit margin of the Sourcing Business was
approximately 22.1%, similar to approximately 21.4% of the Previous
Year. The PRC Watch Business contributed gross profit of
approximately HK$17.7 million (2012: approximately HK$12.2 million),
with gross profit margin of approximately 39.6% (2012: 41.0%), to the
Group’s total gross profit for the Year.
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Powerwell Pacific Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

Expenses

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

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

Profit

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

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

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

Liquidity, Financial Resources and Capital Structure

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

Annual Report 20134 7§
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R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

MANAGEMENT DISCUSSION AND ANALYSIS

banking facilities and was released from the respective guarantees
during the Year. The gearing ratio representing the ratio of total
borrowings to the total equity of the Group was approximately 11%
as at 31 December 2012. Taking into account cash and other current
assets of approximately HK$103.5 milion as at 31 December 2013,
the Group has sufficient financial resources to satisfy its working
capital requirement and to achieve its business objectives.

Charges on Assets
As at 31 December 2013, the Group did not have any charges on its
assets.

Foreign Exchange Exposure

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

Contingent Liabilities and Capital Commitment
As at 31 December 2013, the Group did not have any material
contingent liabilities or capital commitment.

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

On 21 December 2012, Good Destination Co., Ltd. (“Good
Destination”), a direct wholly-owned subsidiary of the Company
entered into a sale and purchase agreement (the “Agreement”) with
Data Champion Limited, which is a controlling shareholder of the
Company owned by Mr. Liu Tin Chak, Arnold, Mr. Lam Chi Wai,
Peter, and Mr. Wong Yu Man, Elias, executive Directors of the
Company, to conditionally agree to dispose the entire issued share
capital of Richmind International Investment Limited (“Richmind”), an
indirectly wholly-owned subsidiary of the Company, and the benefit of
the loan of approximately HK$2.1 milion advanced by Good
Destination to Richmind (the “Loan”), at an aggregate consideration of
HK$24.0 million (the “Disposal”). The Disposal was completed on 10
May 2013 and a gain of approximately HK$18.0 million arising on the
Disposal was realised. Upon completion of the Disposal, Richmind
ceased to be a subsidiary of the Group.
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Powerwell Pacific Holdings Limited ZigAEF¥EBEERAR

MANAGEMENT DISCUSSION AND ANALYSIS

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

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

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

Dividends

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

Employees and Remuneration Policies

The Group had 353 (2012: 284) employees as at the end of the Year.
The Group’s remuneration practices are in line with the prevailing
market practice and are determined on the basis of performance,
qualification and experience of individual employee.

We recognise the importance of a good relationship with our
employees by providing competitive remuneration package to our
employees including salaries, allowances, insurance, discretionary
bonus, and training for human resources upskilling.
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Pursuant to Rule 18.44(2) of the GEM Listing Rules, the Board is
pleased to present this corporate governance report for the Year. This
report highlights the key corporate governance practices of the
Company.

Corporate Governance Practices

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

The Company has complied with the Corporate Governance Code
contained in Appendix 15 of the GEM Listing throughout the Year.

Directors Securities Transactions

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

Board of Directors

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

Executive Directors

Mr. Liu Tin Chak, Arnold (Chairman)

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

Mr. Yang Yijun (CEO, PRC Operation)

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

Professor Lui Tai Lok

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

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

Chairman and Chief Executive Officers

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

Independent Non-executive Directors

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

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

Confirmation of Independence

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

Appointment and Re-election of Directors

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

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

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

kept and updated by the Company Secretary of the Company.

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

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

Independent Non-executive Directors IBIIIEHITES

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




Powerwell Pacific Holdings Limited ZigAEF¥EBEERAR

CORPORATE GOVERNANCE REPORT 1bEE ais

Board Meetings Held and Attendance EETHEFEERRHERR

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

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

Number of meetings attended/held during the Year

FhtiE BTHEEEE
Remuneration Audit Nomination
Board Committee n Committee = Committee

EEE FWEEE BREET REEEF

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

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

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

Audit Committee

The Audit Committee is currently composed of the three independent
non-executive Directors and chaired by Mr. Cheung Chi Man, Dennis,
who has appropriate professional qualifications and experience as
required by the GEM Listing Rules. The primary duties of the Audit
Committee include the following:

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

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

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

FNEZE@RM=RBIUIFRTEFMAN - I
MEBEDLERTIER - FTHEZEENTER
AR ASEEEREMEEABNFHIBEER
REBARENEZNFM O RAEESRM
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The Audit Committee held four meetings during the Year, to review
the Group’s quarterly, interim and annual financial statements, to meet
and discuss with the external auditor about audit findings, and discuss
with the Board about re-appointment of the external auditor and the
progress of internal control review performed by an external advisor.

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

Nomination Committee

The Nomination Committee comprises executive Director Mr. Liu Tin
Chak, Arnold, and three Independent Non-executive Directors and is
chaired by Professor Lui Tai Lok. The primary duties of the
Nomination Committee are to review the size, structure and
composition of the Board, identify suitably qualified individual for
appointment to the Board, assess the independence of Independent
Non-executive Directors and make recommendations to the Board on
the appointment or re-appointment of the Directors and succession
planning for the Directors. The Nomination Committee is also
responsible for ensuring the Board comprised diversity of perspectives
appropriate for the Company’s healthy development. The Nomination
Committee considered that the Board has sufficient diverse expertise,
particularly in corporate management, financial control, business
development and human resources management, for the Company’s
business, while gender diversity is not directly relevant to the quality
of the Board. Specific terms of reference of the Nomination Committee
are published on the websites of the Company and the Exchange.

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

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

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

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

Internal Control

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

Relevant applicable recommendations made by an independent
internal control advisor in the past are being implemented in stages
by the Group to further enhance its internal control system.

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

Auditor’s Remuneration

During the Year, the Group was charged HK$560,000 for auditing
services and HK$200,000 for non-auditing services by the Company’s
auditor, BDO Limited.

Financial Reporting

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

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

Shareholders’ Rights

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

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

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

Directors

Executive Directors

Liu Tin Chak, Arnold (BEXi#), aged 61, is an executive Director
and the Chairman of the Board appointed on 9 July 2010. He is also
the compliance officer of our Company appointed on 22 December
2010 and a member of our nomination committee. He founded and
joined the Group in 1995 and is a director of all of our subsidiaries
except Tianhaiba. He is responsible for finance and the overall
management of our Group. He obtained a Master Degree in Business
Administration from Macau University of Science and Technology in
2002. Mr. Liu had over 16 years’ corporate banking experience with a
major international bank. He was a director and the vice chairman of
Watary International Holdings Limited and was a director and then a
general manager of a subsidiary of United Power Investment Limited.
His experience with banking and electronic and watch manufacturing
is invaluable for the management and development of the Group.

Lam Chi Wai, Peter (##&{&), aged 54, is an executive Director
appointed on 9 July 2010. He is also known as Lam Chi Wai Michael.
He founded the Group in 1995 and is now the Group’s Chief
Executive Officer — Hong Kong Operation and a director of all of our
subsidiaries except Tianhaiba. He is responsible for the overall sales
and marketing of our Group. Mr. Lam started to be involved in the
timepiece industry in 1989 as project manager with a watch company
before founding the Group and has accumulated over 16 years of
experience in sales and marketing since then. Mr. Lam holds a
Bachelor of Business Administration degree from Hong Kong Shue
Yan University and a Master of Science degree in Marketing from
Edinburgh Napier University. He is a member of the Chartered Institute
of Marketing.

Wong Yu Man, Elias(&i#3L), aged 48, is an executive Director
appointed on 9 July 2010. He founded the Group in 1995 and is a
director of three subsidiaries companies of the Company. He is
responsible for the overall design and development of watch, jewelry
and display and packaging products of our Group. Mr. Wong has
accumulated over 20 years of experience in product design and
development. He started to be involved in the timepiece industry in
1984 and has since worked for a number of companies in watch
business where his responsibilities ranged from producing technical
drawings and designing watch appearances to overall watch product
design and development. He then founded our Group in 1995. Mr.
Wong attained a Certificate in Design (Jewelry) in Lee Wai Lee
Technical Institute (now known as Hong Kong Institute of Vocational
Education (Lee Wai Lee)) in 1990.
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Yang Yijun (#—E), aged 43, is an executive Director appointed on
17 September 2010. He joined our Group in 2010 and is the Group’s
Chief Executive Officer — PRC Operation and the legal representative
of Tianhaiba. He is responsible for the overall management of our
PRC watch business, including the supervision of assembly process
and the sales and marketing of Tianba and Harpo watches. Mr. Yang
was employed as production managers, general manager by various
watch companies in Shenzhen during the period from 1989 to 2004.
He was the general manager of one of the Group’s contract
manufacturer for watches, where he was primarily responsible for
supervising its overall production process as well as the strategic
planning since 2005. He is a vice president of the Shenzhen Watch &
Clock Association ORI THEEEKITERE) .

Independent Non-executive Directors

Cheung Chi Man, Dennis (5R#&3L), aged 46, is an Independent
Non-executive Director and he joined the Group in 2010. He is a
company secretary of Peace Map Holding Limited (stock code 402).
Mr. Cheung has over 20 years of experience in accounting and
financial management since 1994 serving multi-national corporations
and Hong Kong listed companies. He obtained a bachelor degree in
mechanical engineering from the University of London in 1990, a
master degree in commerce from the University of New South Wales,
Australia in 1992 and is a fellow member of the Hong Kong Institute
of Certified Public Accountants and a member of the Taxation Institute
of Hong Kong. He is the chairman of our audit committee and a
member of our remuneration committee and nomination committee.

Lui Tai Lok (BX%), aged 55, is an Independent Non-executive
Director and he joined the Group in 2010. He is currently the Head of
Department and Professor at the Sociology Department at the
University of Hong Kong. He held various academic posts at the
University of Hong Kong, City Polytechnic (now known as the City
University of Hong Kong) and the Chinese University of Hong Kong
during the period from 1981 to 2009. Professor Lui obtained a doctor
of philosophy in sociology from the University of Oxford in 1991, a
master degree of philosophy in sociology from the University of Oxford
in 1985, a master degree of philosophy in sociology from the
University of Hong Kong in 1984 and a bachelor degree in arts from
the University of Hong Kong in 1981 respectively. He is the chairman
of our nomination committee and a member of our audit committee
and remuneration committee.
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DIRECTORS AND SENIOR
MANAGEMENT

Yip Kwok Kwan (EEY), aged 64, is an Independent Non-
executive Director and he joined the Group in 2010. Mr. Yip has over
30 years of experience in the equity and debt markets in Asia from
his employment with various financial institutions and management
consultancy firm during the period from 1974 to 2005 where his
responsibilities included managing investments in listed equities,
bonds, broking operations and overall corporate management. Mr. Yip
was the chief executive officer of UOB Asia (Hong Kong) Limited
where he supervised its operations in sponsorship and lead
management, of initial public offerings in Hong Kong, financial advisory
services to Hong Kong listed companies, and merger and acquisition
activities in the Asian regional market since July 2005 until March
2011. He joined Guosen Securities (HK) Capital Co. Ltd. in April 2011
as Managing Director Investment Banking Department to oversee its
corporate finance business in Hong Kong, covering initial public
offerings and financial advisory (including cross-border merger and
acquisition). Mr. Yip is also an independent non-executive director of
Hop Fung Group Holdings Limited (stock code 2320). He obtained a
bachelor’s degree in Business Administration (Honours) from the
University of Singapore (now National University of Singapore) in 1971.
He is the chairman of our remuneration committee and a member of
our audit committee and nomination committee.

Senior Management

Tam Chiu Ming, Tammy (3%B8BA), aged 48, is the general manager
of our Company. She is the spouse of Mr. Tong Wai Kuen, Tony and
joined our Group in March 1995. She monitors the administration of
our Group. She has extensive working experience in shipping and
merchandising from her employment with a number of trading and
manufacturing companies during the period from 1983 to 1994 before
joining our Group.

Tong Wai Kuen, Tony (E{&#E), aged 51, is the production general
manager of our Company. He is the spouse of Ms. Tam Chiu Ming,
Tammy. He is responsible for overseeing the quality assurance and
quality control of our watches since he joined our Group in 1995. He
has over 20 years of experience in the watch industry working as
production manager for different timepieces manufacturers since 1989
before he joined our Group.
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Lee Ka Ho(ZFEXRZE), aged 33, is the financial controller of our
Group. He joined our Group in June 2010 and is responsible for the
overall financial management of the Group. Mr. Lee is a Certified
Public Accountant of the Hong Kong Institute of Certified Public
Accountants and a member of the Association of Chartered Certified
Accountants. He has over 9 years of experience in accounting and
auditing for Hong Kong listed companies and PRC companies and he
worked in an international audit firm prior to joining our Group. Mr.
Lee graduated from the Hong Kong Polytechnic University with major
in Accounting in 2004.

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

Wu Yan (R%), aged 47, is the sales and marketing chief supervisor
of Tianhaiba. She joined Tianhaiba in March 2010 and is responsible
for sales and marketing of our watches. Ms. Wu graduated from X)&
RE)RE 5™ (Tanjin University Ye Jin Branch) with a bachelor’s
degree in engineering in 1989. She has over 10 years of experience
in the watch industry. She worked in EERIEETCRYNDBR AT (Vi
Jin Li Shi Ji (Shenzhen) Company Limited) as supervisor of sales
business for 8 years before joining Tianhaiba.
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DIRECTORS AND SENIOR
MANAGEMENT

Huang Guorong (FEI%8), aged 47, is the assistant to chief manager
(administration/market supervision/examination) of Tianhaiba. He joined
Tianhaiba in March 2010 and is responsible for business management
of Tianhaiba. He has over 20 vyears’ experience in business
management by holding managerial or supervisory positions in BIA ™
AR TRF (Jurong Wireless Electronic Accessories Factory) and )
BAMEHHEARBET (the People’s Government of Guo Zhuang Village,
Jurong City).

Company Secretary

Chan Sun Kwong (BRE), aged 47, is the company secretary of
the Company appointed on 6 December 2010. He has obtained the
Diploma of Business Administration from Hong Kong Shue Yan
College (now known as Hong Kong Shue Yan University) in 1990. He
has over 20 years of auditing, accounting and company secretarial
experience serving various listed companies in Hong Kong since 1992
and from his own certified public accounting practice. He is a fellow
member of the Hong Kong Institute of Chartered Secretaries, the
Institute of Chartered Secretaries and Administrators in the United
Kingdom, the Association of Chartered Certified Accountants in the
United Kingdom and the Hong Kong Institute of Certified Public
Accountants. He is also an accredited mediator in Hong Kong.

Compliance Officer

Liu Tin Chak, Arnold is the compliance officer of our Company. For
details of his biography, please refer to the paragraph headed
“Executive Directors” under this section.
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The Directors present their annual report together with the audited
consolidated financial statements of the Group for the Year.

Principal Activities

The principal activity of the Company is investment holding. The principal
activities of its principal subsidiaries are set out in note 18 to the
consolidated financial statements.

Results and Appropriations
The results of the Group for the Year are set out in the consolidated
statement of comprehensive income on page 37.

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

Property, Plant and Equipment

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

Share Capital

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

Reserves

Details of the movements in reserves of the Group and the Company
during the Year are set out in consolidated statement of changes in
equity on page 42 and note 25 to the consolidated financial
statements respectively.

Distributable Reserves of the Company

At 31 December 2013, the Company’s reserves available for cash
distribution and/or distribution in specie amounted to approximately
HK$31.5 million, as computed in accordance with the Companies Act
1981 of Bermuda.
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DIRECTORS’ REPORT EEEWmE
Major Customers and Suppliers FEEFRRMES
The approximate percentages in respect of the Group’s sales and AEEMNTERFS N MHERERE(G A BREE S
purchases attributable to the major customers and suppliers &ENEBRBEAOEDHOT ¢
respectively during the financial year are as follows:
Sales Purchases
HE R
The largest customer BAEP 48.0% N/AT 3 B
Five largest customers in aggregate hAAREPEE 72.5% N/AT 3 B
The largest supplier BAHIER N/ATNE 20.8%
Five largest suppliers in aggregate AR EEE T N/AT~iE 59.2%

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

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

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

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

Professor Lui Tai Lok

Mr. Yip Kwok Kwan

In accordance with the Company’s Bye-laws, Messrs. Yang Yijun,
Cheung Chi Man, Dennis and Lui Tai Lok will retire by rotation and,
being eligible, offers themselves for re-election for the forthcoming
year.

Remuneration Policy

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

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

BEE  MANBEASRTABREEMAES
AR BRAER 5% H) AN 2 B B RN 4R B
BREEXEEP MUERM IS -

=
RENRBEARS AEAL AATGES
W -

PITEE

BRERE
MERLE
BAXSE
B—EEE

BIEBITES
REXSRAE
B ARSEH I
EESEE

REBARBWAA - H5—FEE  REXEE
RERERETHRRERBERT  ANAER
BRIEE -

LA
AEBERENMEBER D2 EHMEZ R 2ME
BERRIZERE - BENMBENMAISL ©

ARBEENHE 2 EHFMERNHERR
FEBRBARANLEESE AARARAL
BhiSHa BURMETE °

Annual Report 20134

26




Powerwell Pacific Holdings Limited ZigAEF¥EBEERAR

DIRECTORS’ REPORT

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

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

Details of the emoluments of the Directors and five individuals with
highest emoluments are set out in note 14 to the consolidated
financial statements.

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

EERHE

ARBDHRABEAEE  FRYESZRAE
REBMER - SHEIMFITHN ARG Bk E

AHaEl]—%& -

Ex BREEAERIZEEMEALIHN
FrN

BEREZTLAZESME ALTHHFHFEER
IRE MRS -

BREEASZME
FA - ENEENSEEEAB ZME BRI
TEE :

Number of individuals

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

T 5499,999/8 7T

Directors’ Interests in Contracts

Save as disclosed in the section “Connected and Related Party
Transactions” of this report and in notes 22 and 27 to the
consolidated financial statements, no other contracts of significance to
which the Company, its holding company, subsidiaries or any of its
fellow subsidiaries was a party and in which a Director of the
Company had a material interest, whether directly or indirectly,
subsisted at the end of the Year or at any time during the Year.

Directors’ Interests in Competing Businesses

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

Directors’ Service Contracts

Each of Mr. Liu Tin Chak, Arnold, Mr. Lam Chi Wai, Peter, Mr. Wong
Yu Man, Elias and Mr. Yang Yijun, all executive Directors, had entered
into a service contract with our Company for a term of three years
from the listing of the Company and which has been renewed for
another three years with monthly remuneration at the rate of
HK$88,000. Under the service contracts, after each completed year of
service, they will each be entitled to payment of a sum equal to a
month’s salary and a discretionary bonus.

27
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Each of Mr. Cheung Chi Man, Dennis, Professor Lui Tai Lok and Mr.
Yip Kwok Kwan, all Independent Non-executive Directors, had entered
into a letter of appointment with our Company for a term of three
years from 26 January 2014 with remuneration of HK$264,000 per
year and may be terminated by either party giving not less than three
months’ prior written notice.

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

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

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

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

Capacity/Nature of

Number of issued

EERHE

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

BEEFHRARFRI LR —FATA REEE
OXERERIN MR LR IRFEA L ©

EERRBTHASRAA S ST HEE
EERRS - HERG REFHERRIXE

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

RAATRMGHIFTE
@ RERER A

Percentage
of the issued share capital of

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

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

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

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

ZIE AR FIEE

BRAF

EEgHE

(b)  RIEEEER G A
1EEEAE & - Data Champion Limited

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

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

Substantial Shareholders Interests in Shares

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

Long Positions
Ordinary shares of the Company

Capacity/Nature of

Number of issued

TEEEE (E& R s RHTE GG XV B T

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

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

FEICRN I a

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

..
= o

Be
A2\ AR BB

Percentage of the issued share

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

BEafBA
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Share Option Scheme

The Company operates a share option scheme (the “Scheme”) for the
purpose of providing incentives and rewards to eligible participants
who contribute to the success of the Group’s operations. Since the
Scheme has become effective on 22 December 2010, no share
options were granted, exercised or cancelled by the Company under
the Scheme during the Year and there were no outstanding share
options under the Scheme as at 31 December 2013.

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

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

On the basis 10% of the shares of the Company in issue as at the
date of this report, the total number of shares of the Company which
may be issued upon the exercise of all options to be granted under
the Scheme is 15,000,000 shares.
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The Scheme will remain in force for a period of 10 years from the
date of adoption and the remaining life of the Scheme as at end of
the Year was 7 years.

Arrangements to Purchase Shares or Debentures

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

Purchase, Sale or Redemption of Listed Securities of The
Company

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

Connected and Related Party Transactions
During the Year, the Group had duly complied with the requirements
of Chapter 20 of the GEM Listing Rules.

On 21 December 2012, Good Destination entered into the Agreement
with Data Champion Limited, which is a controlling shareholder of the
Company, owned by Mr. Liu Tin Chak, Arnold, Mr. Lam Chi Wai,
Peter, and Mr. Wong Yu Man, Elias, executive Directors of the
Company, to conditionally agree to dispose the entire issued share
capital of Richmind and the benefit of the Loan, at an aggregate
consideration of HK$24.0 million. The Disposal was completed on 10
May 2013. Thus, Data Champion Limited, is a connected person of
the Company and the transaction contemplated under the Agreement
constitutes a connected transaction for the Company under Chapter
20 of the GEM Listing Rules.

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

Continuing Connected Transaction

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

On 20 March 2013, the Company and Guifeng entered into a
renewed master agreement whereby Guifeng agrees to carry out
watch assembly work for our Group based on purchase orders placed
by our Group from time to time for a term from 20 March 2013 until
31 December 2015. The transaction contemplated under the renewed
master agreement constitutes a continuing connected transaction for
the Company under Chapter 20 of the GEM Listing Rules.

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

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

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

Annual Caps for Actual Figures for

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

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

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

independent third parties; and AVARIY

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

The Company’s auditor was engaged to report on the Group’s
continuing connected transaction in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor's Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued
by the Hong Kong Institute of Certified Public Accountants. The
auditor has issued his unqualified letter containing his findings and
conclusions in respect of the continuing connected transaction
disclosed by the Group in pages 31 to 32 of this annual report in
accordance with GEM Listing Rule 20.38. A copy of the auditor’s
letter has been provided by the Company to the Exchange.

Pre-emptive Rights

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

Sufficiency of Public Float

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

Corporate Governance
A report on the corporate governance code adopted by the Company
is set out on pages 12 to 19 of this annual report.

Interests of the Compliance Adviser

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

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

Auditor

The financial statements for the Year, Previous Year and year ended
31 December 2011 have been audited by BDO Limited who retire
and, being eligible, offer themselves for re-appointment. A resolution
will be proposed at the forthcoming annual general meeting to re-
appoint BDO Limited as auditor of the Company.

On behalf of the Board

Liu Tin Chak, Arnold
Chairman

Hong Kong, 25 March 2014

FEERE

A (T

AEE - F—FEREE2011F12831BILF
B ERREAEB L EERS SR
ERAREZ - HRAMER - EERILFE
EEEET - BREERFAFAE LIEER
EE EEESUGERSHMEBMERA
BB A AL EAD -

EEESDm
TE
EXE

F& - 2014534250

Annual Report 20134

34



Powerwell Pacific Holdings Limited

INDEPENDENT AUDITOR’S
REPORT

|IBDO

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

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

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

We have audited the consolidated financial statements of Powerwell
Pacific Holdings Limited (the “Company”) and its subsidiaries (together
the “Group”) set out on pages 37 to 95, which comprise the
consolidated and the company statements of financial position as at
31 December 2013, and the consolidated statement of comprehensive
income, the consolidated statement of cash flows and the
consolidated statement of changes in equity for the year then ended,
and a summary of significant accounting policies and other explanatory
information.
Directors’ responsibility for the consolidated financial
statements

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

Auditor’s responsibility

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

BDO Limited
BRI EREEHAMEBAERAR

R AT EEERA T

VR R 2GRS

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
BEATRER11158R
KEHI258

BEEXEFRERRATERR
(R EFREZMH LA BRAE])

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

ARMBRAKREBHEZB I FENLGEEE
WHmEK  GAESRERRGREEREEHE
AREZSHBORME MMM ERREER -

EFEMGSMBRRARRNELE

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

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

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

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

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.

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

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

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as
at 31 December 2013 and of the Group’s profit and cash flows for
the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in accordance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

BDO Limited

Certified Public Accountants

Lee Ming Wai

Practising Certificate no. P05682

Hong Kong, 25 March 2014
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Powerwell Pacific Holdings Limited

CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME

REAFFEEBRAF

4re EE W

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

FINANCIAL POSITION

as at 31 December 2013

#re MR

R2013F 12831 H

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

Other intangible assets

Current assets
Inventories

Trade receivables
Prepayments and deposits
Prepaid tax

Cash and cash equivalents

Assets classified as held-for-sale

Total current assets

Current liabilities
Trade and other payables
Short-term bank borrowings

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

Total assets less current liabilities/
Net assets

EQUITY
Share capital
Reserves

Total equity

Liu Tin Chak, Arnold
BEXE
Director

EF

HEERAR
FEREBEE
[k
Hit\LEE

RENEE

FE

B B RIE

B FIE RIS
TERHIE
RekBESEED

DERRKEHLEZEE
mENEELBER
k) =R

B 5 FEMbRENFIR
REHIRTTHE R

DEAREREZAR
HENE AR
MENEEFR

HAERRBDER FEE

i
A
G

LR aBER

2013 2012
20134 20124

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

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

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

6 - 5,879
103,466 106,955

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

6 - 53
60,024 58,676

43,442 48,279

53,955 57,806

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

Lam Chi Wai, Peter
HEE

Director

EF
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STATEMENT OF FINANCIAL

POSITION

as at 31 December 2013

REAFFEEBRAF

BRI

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

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

Lam Chi Wai, Peter
HEE
Director

EF




R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

CONSOLIDATED STATEMENT OF #%HA8IR&ErEXx
CASH FLOWS

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

Cash flows from investing activities RZ;EFHIIRLR

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

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

in respect of the disposal of interest Re RBLEBMRAFHEMHZ6)

in a subsidiary and transfer of the

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

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

Cash flows from financing activities BiZHEEIHIIRERE

Proceeds from short-term bank AR/ TEEFSRIA

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

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

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

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

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

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

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

Cash and cash equivalents as stated in 4RAFEHRRERAHNE S RIBEH

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

for the year ended 31 December 2013

GAMNEDE

B Z20134 12531 HIFF/F

Equity attributable to owners of the Company

FATMANEEES
Proposed

Share Share  Capital  Merger Translation final Retained Total

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

Ffp [}z & #E B RE &4

KA E fihtE -1 e KRS il o

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

FEr  TEr  TEr  TEr FEr  FEr  FEr FEr

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

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

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

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

Other comprehensive income: Hp2mEas
Exchange differences arising on FEBIEBEEZ

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

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

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

Exchange differences arising on FERNEBEEZ

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

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

R2013F K% 2012412 A31 B » W EABRNBEBEIRGRE

BB R A M o
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Powerwell Pacific Holdings Limited

NOTES TO THE FINANCIAL
STATEMENTS

for the year ended 31 December 2013

1.

GENERAL INFORMATION

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

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

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

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

The financial statements on pages 37 to 95 have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) which collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations (“Int”) issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA”). The
financial statements also include the applicable disclosure
requirements of the Hong Kong Companies Ordinance and the
Rules Governing the Listing of Securites on GEM of the Stock
Exchange (the “GEM Listing Rules”).

The financial statements for the year ended 31 December 2013

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

(a)

New/Revised HKFRSs — effective 1 January 2013

In the current year, the Group has applied for the first time

the following new standards, amendments and interpretations

issued by the HKICPA, which are relevant to and effective for

the Group’s financial statements for the annual period

beginning on 1 January 2013:

HKFRSs (Amendments) Annual Improvements 2009-2011
Cycle

Presentation of Items of Other
Comprehensive Income

Amendments to HKAS 1

(Revised)
Amendments to HKFRS 7 Offsetting Financial Assets and

Financial Liabilities

HKFRS 10 Consolidated Financial Statements

HKFRS 12 Disclosure of Interests in Other
Entities

HKFRS 13 Fair Value Measurement

HKAS 27 (2011)

Separate Financial Statements

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

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

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

(a)

(b)

Annual Report 20134 f

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

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

HKFRS 12 Disclosure of Interests in Other Entities

HKFRS 12 integrates and makes consistent the disclosure
requirements about interests in subsidiaries, associates and
joint arrangements. It also introduces new disclosure
requirements, including those related to unconsolidated
structured entities. The general objective of the standard is to
enable users of financial statements to evaluate the nature
and risks of a reporting entity’s interests in other entities and
the effects of those interests on the reporting entity’s financial
statements. This new standard affects only disclosure, there
is no effect on the Group’s financial position and
performance. The adoption of this new standard does not
result in additional disclosures.

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

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

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

(c)

New/Revised HKFRSs — issued but are not yet
effective

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

Amendments to HKAS 32 Offsetting Financial Assets and
Financial Liabilities'

HKFRS 9 Financial Instruments

HKFRSs (Amendments) Annual Improvements 2010-2012

Cycle®

Annual Improvements 2011-2013
Cycle?

HKFRSs (Amendments)

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

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

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

Amendments to HKAS 32 Offsetting Financial Assets and
Financial Liabilities

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

HKFRS 9 Financial Instruments

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

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

3.1

3.2
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Basis of preparation

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

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

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

Basis of consolidation

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

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

3.2

3.3

3.4

Basis of consolidation (Continued)

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

Subsidiaries

A subsidiary is an investee over which the Company is able
to exercise control. The Company controls an investee if all
three of the following elements are present: power over the
investee, exposure, or rights, to variable returns from its
involvement with the investee, and the ability to use its power
to affect those variable returns. Control is reassessed
whenever facts and circumstances indicate that there may be
a change in any of these elements of control.

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

Goodwill

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

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

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

3.5

3.6
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Other intangible assets

Acquired intangible assets are recognised initially at cost.
After initial recognition, intangible assets with finite useful lives
are carried at cost less accumulated amortisation and any
impairment losses (note 3.7). Amortisation for intangible
assets with finite useful lives is provided on straight-line basis
over their estimated useful lives. Amortisation commences
when the intangible assets are available for use. Intangible
assets with indefinite useful lives are carried at cost less any
subsequent accumulated impairment losses.

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses (note
3.7). When an item of property, plant and equipment is
classified as held-for-sale, it is not depreciated and is
accounted for in accordance with HKFRS 5 as further
explained in note 3.8. Depreciation is provided to write off the
cost less their residual values, using straight-line method, over
their estimated useful lives. Land and building classified as
finance leases are depreciated over the unexpired term of the
leases. Other items are depreciated at the following rates per
annum:

Leasehold improvements 20%
Furniture, fixtures and equipment 20%
Plant and machinery 20%

Motor vehicles 20%-30%
The asset’s residual values, depreciation method and
estimated useful lives are reviewed, and adjusted if
appropriate, at each reporting date.

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

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

3.7

Impairment of non-financial assets

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

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

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

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

3.8

3.9

3.10
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Assets held-for-sale

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

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

Inventories

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

Financial assets

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

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

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

Impairment of financial assets

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

—  significant financial difficulty of the debtor;

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

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

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

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

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

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

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

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.10

3.11

3.12

Annual Report 20134 f

Financial assets (Continued)

Impairment of financial assets (Continued)

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

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

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

Cash and cash equivalents

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

Financial liabilities

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

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

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.12

3.13

3.14

Financial liabilities (Continued)

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

Short-term bank borrowings

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

Trade and other payables

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

Share capital

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

Provisions and contingent liabilities

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

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

3.15

3.16

3.17

Annual Report 20134 f

Financial guarantee contracts

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

Revenue and other income recognition

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

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

Freight income is recognised when the relevant services are
rendered.

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

Leases

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

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

Rentals payable under operating leases are charged to profit
or loss on a straight-line basis over the term of the relevant
lease.
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Zig X ExEEER AT Powerwell Pacific Holdings Limited

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.18

3.19

Employee benefits

Retirement benefit costs

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

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

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

Short-term employee benefits

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

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

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

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

Non-monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates prevailing on
the date when the fair value was determined and are reported
as part of the fair value gain or loss. Non-monetary items that
are measured in terms of historical cost in a foreign currency
are not retranslated.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING 3.

POLICIES (Continued)

3.19

3.20

3.21
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Foreign currencies (Continued)

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

Borrowing costs

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

Accounting for income taxes

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

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

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.21

3.22

Accounting for income taxes (Continued)

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

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

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

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

Segment reporting

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

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

Segment assets include all assets but tax assets.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.23 Government grant
Government grants are recognised when there is reasonable
assurance that they will be received and that the Group will
comply with the conditions attaching to them. Grants that
compensate the Group for expenses incurred are recognised
as revenue in profit or loss on a systematic basis in the same
periods in which the expenses are incurred. Grants that
compensate the Group for the cost of an asset are deducted
from the carrying amount of the asset and consequently are
effectively recognised in profit or loss over the useful life of
the asset by way of reduced depreciation expense.

3.24 Related parties
A party is considered to be related to the Group if:
(@ the party is a person or a close member to that

person’s family and that person

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

(ii) has significant influence over the Group; or

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

or

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

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

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

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

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

(V) the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group;
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R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EEHE¥EESE)
POLICIES (Continued)

3.24 Related parties (Continued) 3.24 BAEAL(E)
(v  the entity is controlled or jointly controlled by a (Vi) FREEEMH (@ EPTAL
person identified in (a); and PRl RS &
(vii)  a person identified in (a)(i) has significant influence (vii) P (a)(i) AT A T &
over the entity or is a member of the key EREEATZENEZ
management personnel of the entity (or of a ERE(IZEBHER
parent of the entity). ANFEEEBERKE -
Close members of the family of a person are those family ERIALHA R AEZERR HFE
members who may be expected to influence, or be influenced HR e B Rz E R A T3z @RI A
by, that individual in their dealings with the entity and include: FENRERKERBIE
()  that person’s children and spouse or domestic partner; () ZBAATHFRREBKRRE
#1a
(ii) children of that person’s spouse or domestic partner;
and iy ZBALEBIRELE: &
(i) ~ dependents of that person or that person’s spouse or @iy FRBALHEEBKEEHE
domestic partner. FItEAL o
4. CRITICAL ACCOUNTING ESTIMATES AND 4. EXE:H&sHRFIER
JUDGEMENTS
Estimates and judgements are continually evaluated and are based fhET R A e e TS - WABT AR
on historical experience and other factors, including expectations of FEMEAERAER  SFEEHBELIRE
future events that are believed to be reasonable under the ERBEATHEEBREENE M -
circumstances.
The Group makes estimates and assumptions concerning the future. AEEGHEARREL BT RBRE - FTEA
The resulting accounting estimates will, by definition, seldom equal Jei A (BERERR)  ELHEEHENE
the related actual results. The estimates and assumptions that have BRAERMER - BERRBRSE T ERE
a significant risk of causing a material adjustment to the carrying EREEREA BN REEERANERAZELN
amounts of assets and liabilities within the next financial year are ERPCE G EFCINE

discussed below:
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Impairment of non-financial assets

The Group assesses impairment by evaluating conditions specific to
the Group that may lead to impairment of the assets. When an
impairment trigger exists, the recoverable amount of the asset is
determined. Value in use calculations performed in assessing
recoverable amounts incorporate a number of key estimates and
assumptions about future events, which are subject to uncertainty
and might materially differ from the actual results. In making these
key estimates and judgements, the directors take into consideration
assumptions that are mainly based on market conditions existing at
the reporting date and appropriate market and discount rates.
These estimates are regularly compared to actual market data and
actual transactions entered into by the Group. Significant estimates
and assumptions used by the Group for the impairment assessment
of goodwill, property, plant and equipment and other intangible
assets related to the PRC Watch Business are disclosed in note
16. The Group’s goodwill has been fully impaired during the year
ended 31 December 2013. The carrying amounts of the Group’s
property, plant and equipment and other intangible assets at 31
December 2013 were approximately HK$4,698,000 (2012:
HK$3,428,000) and HK$5,815,000 (2012: HK$5,869,000)
respectively.

Impairment of receivables

The Group determines impairment losses for bad and doubtful
debts resulting from the inability of the customers/debtors to make
the required payments. A considerable amount of estimate and
judgement is required in assessing the ultimate realisation of these
receivables which is based on the ageing of the accounts receivable
balance, customer credit-worthiness, and historical write-off
experience. If the financial conditions of customers/debtors
deteriorate, additional allowance for bad and doubtful debts may be
required. The carrying amounts of the Group’s trade receivables at
31 December 2013 were approximately HK$16,789,000 (2012:
HK$16,624,000).

Inventory valuation

In determining whether and the amount of allowance required in
case of slow-moving inventories, the Group would make reference
to the ageing analysis of the inventories and assess realisability of
those inventories by considering all possible means of sale channel.
A considerable amount of judgement and estimates is required in
determining such allowance. If conditions which have an impact on
the net realisable value of inventories deteriorate, additional
allowances may be required.

Estimate of current tax and deferred tax

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

EXEHET RHAER (&)

EEmEERE
AEEFEBTHALBE R HIREERE
KRR 1B A AR E - MIFEEBURER
Hx - AleETEEMR KL S5 - 7T
AR ElSERTENFERER WA
BEEBRAREHOEEGETRRE - 5H
KREBHESRAEEAE @ WA gLEEER
HERIBATRE - EH L EE BT KA E
B BEEREEZENREASNEES
NN EEMSWHR L ROBRE - AEES
TFHLE RN EFAEERMSHERASE
B VHNEBRRS - AEBAR T EER
EBHEBAEE WX BEERRBEURE
fh T & B 2 BB R 2 EA (AT R EREE
WERHITE16 - NEB ZEREZE 2013
F12 31 BILEERE2HRE - AEEY
¥ BEEREEAREMELEER 2013
F12 A31 H ZBREED B4 A4,698,00075
JC (2012 4F : 3,428,000787T) & 5,815,000
BT (20124F : 5,869,000/ 7T) °

FEWSRIER{E

AEBEERATE EEAEEELAE
NFCERHRZREERERE - R
ZEERFUBRREAERRBEL —
REMMT kA - TR TEKRERASE
BRIk BEEEEFIARBAMBLEME
WEP /B ANT B RLE/  ATEE
TEHBEINRIZER (S - AEBE 5 RUGK
HR2013F 12 A1 BZ2HREEN A
16,789,000 7T (2012 4 : 16,624,000 75
JT) °

FEMHE
REEREFHREFEELERE - K
SEE2EFENREK DT RERE BT
BEEHERBIGREFHAETER -
RETERERRAZ —FERE R HE &
st - WEFEAERFEEZENER
Bt - AR BERIEHBRSNEM -

ENEABIIE R B SE B IR A il 5T
AEBETRBAEEBHNGIR - BE
HERBTEMBRER AN NEREEA
R ERHE R AEF o H&RKRHBRERKL)
LHEMNEETR  ZERBSFEELE
RIRTE AR M PS5 RORSE R TR A A o




R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

REVENUE AND OTHER INCOME

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

follows:

W\ B H A

KEAREEEZEB (M 1)OBARS
REBEERE) MEMBARNDITNT :

Sales of goods
Freight income

Other income

Bank interest income
Exchange gain
Government grant
Sundry income

Total income

BmiHE
EBBRA

Hitug A
RITABHA
e 31 Wk
U 8
FEEUWA

L N

2013 2012
20134 20124
HK$°000 HK$'000
FETT FET
171,772 196,385
868 1,270
172,640 197,655
189 214

97 =

124 =

85 72

495 286
173,135 197,941
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DISPOSAL OF INTEREST IN A SUBSIDIARY

On 21 December 2012, one of the Group’s subsidiaries, Good
Destination Co. Limited (“Good Destination”) entered into a
conditional agreement to dispose of its entire 100% equity interest
in a subsidiary, Richmind International Investment Limited
(“Richmind”), which is engaged in holding of properties, and to
transfer the benefit of a loan of approximately HK$2,119,000
advanced by Good Destination to Richmind (the “Loan”) to Data
Champion Limited at an aggregate consideration of HK$24,000,000
(the “Disposal”). Data Champion Limited is a controlling shareholder
of the Company which is owned by Mr. Liu Tin Chak, Arnold, Mr.
Lam Chi Wai, Peter and Mr. Wong Yu Man, Elias, executive
directors of the Company. The Disposal was completed on 10 May
2013 and a gain of approximately HK$18,020,000 arising on the
Disposal was realised which is included in the consolidated
statement of comprehensive income. Upon completion of the
Disposal, Richmind ceased to be a subsidiary of the Group.

REAFEEEFRAE

H EM B AT R

M2012412 A218 » A&EBZ —RHBA
FlGood Destination Co. Limited(l Good
Destination )2 5] — XA &R HEER
—ENBRARERRBRKEEGRAR(E
R EEXBRFEYHE) 22E100% ik
IHEREN ¥ Good Destinationlf) & 241t >
BR#%2,119,000 %8 7T ([ B3 ) 2 e 88 5%
¥ Data Champion Limited @ #XE A
24,000,000 T ([ HEEIE]) » Data
Champion  Limited A28 &) #9425 A% A% 5 -
HARRIITESTBERESE MEREL
ERELGEERER - HEFEE R 2013
F5H8108%MK ' BEHEFEEBRRIEY
18,020,000 B L E FF AfRE 2 HE MK ©
HESRETKE SR TBAREE 2K
BAa .

HK$'000
FET
The net assets of Richmind at the date of disposal BZENHEE BN EEFENT ¢
were as follows:
Investment properties KEYE 5,753
Prepayments and deposits FENFRIBERIES 83
Cash and cash equivalents ReRBSEZED 330
Other payables HAbfERFRIE (160)
Provision for income tax FTiSfi G (26)
Amount due to Good Destination JEftGood DestinationFA 18 2,119
3,861
Gain on disposal of interest in a subsidiary HE — B R Al 2 e 18,020
Consideration for transferring the equity interest of — EEE ZRAEFHRE(NREEZE
Richmind excluding the consideration for transfer 2,119,000 T ERMRIE) - ARSI
of the Loan of HK$2,119,000, satisfied by cash 21,881
Net inflow of cash and cash equivalents in respect HBREHE—EHBAREZINEEER RS
of the disposal of interest in a subsidiary and RBREEFBYRANFEE
transfer of the Loan 23,670
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R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

DISPOSAL OF INTEREST IN A SUBSIDIARY (Continued)
As at 31 December 2012, the following major classes of assets and
liabilities relating to Richmind have been classified as held-for-sale in
the Group’s consolidated statement of financial position.

6.

HEMBAT#ER (&)
THEEEEMzEEEERABBEERA
£E2012F 12 A31 B4R A MIEIRAERA
DIEABIEHELER -

HK$'000

FET

Property, plant and equipment Y - B KRB 5,753

Prepayment and deposits FERRERES 84

Bank balances and cash IRITEHR RIS 42

Total assets classified as held-for-sale DEAFIELEZBEE 5,879

Provision for income tax FRiS T 53

Total liabilities classified as held-for-sale DA IENEZBARE 58
SEGMENT INFORMATION 7. HEEH

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

ARENEIEEBRATPRERERRS
RERBEROART RIASUEER - NEKRER
RIEBER(ERESEL)  ERES
EBPHBIRAIRED R - BRAKERE
RATEEFEAKRERRRMELERD
FORER TR RERESEBMS -
ARBEREFPRUBEERZNERESE
BRRALTR BRERKITMERME -
EmRE Mt ERES REEN - RRE
EEBANTER BERERENEEE
MRERERT - ZFEMAZHAEIN -
BESN - AR B B A T B RS P R R AE AR
ERELEBBHEBE - UK £E
MHEH B mERER - WAXB L E
WERZ—AHREDB(FREERER
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Powerwell Pacific Holdings Limited ZigAFE¥EBEHRAQF

7. SEGMENT INFORMATION (Continued) 7.
Segment revenue, segment results and segment assets
Information regarding the Group’s reportable operating segments
including the reconciliations to profit before income tax and total
assets are as follows.

Year ended 31 December 2013 EZE20135E12A31HILEE
Reportable segment revenue (note (a)) A RE D BN (A7)
Reportable segment profit/(loss) ARE D A, (E1E)
Interest income FEUA

Corporate income and expenses HERARAEZ

Profit before income tax B FR S8 pit Fl

Adjusted EBITDA (note (c)) KTEBRAE B - 8

Ko 55 A0 B (Mat(c))

At 31 December 2013 #2013%F12A31H
Reportable segment assets AEDHBERE
Prepaid tax TR HE
Corporate assets EEE
Total assets EEE
Year ended 31 December 2013 EZE20135E12A31HILEE
Other information: E A& R -
Interest expenses FMERZ
Depreciation of property, plant and YE - BEREETE
equipment
Loss on disposal of property, plant and MEEYIE  BMEREEZ
equipment g}
Impairment loss on property, plant and Y% - BB KRB RE
equipment g}
Impairment loss on goodwill P R EEE
Impairment loss on other intangible assets Hh & E 2R ERE
Addition to non-current assets (note (b)) ERBEERE (ML)
65 Annual Report 20134 R

SEREE(E)
SEBUIN « SEBEE RS EDEE

BERASEAHRELEDHNER(BIER

PSR EN RABEENER)IMT -

Sourcing PRC Watch

Business Business Total

HRES hE S

8B E 3
HK$’000 HK$’000 HK$°000
FET FET FET

485t

127,808 44,832 172,640
11,364 (5,786) 5,578
189

10,518

16,285

11,827 (4,335) 7,492
61,380 52,128 113,508
265

206

113,979

99 — 99

365 850 1,215

2 258 260

- 150 150

— 230 230

- 220 220

237 2,637 2,874




7.

R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

SEGMENT INFORMATION (Continued) 7. HEpERE)
Segment revenue, segment results and segment assets SEBUI ~ EBEER S EPEE(E)
(Continued)
Sourcing PRC Watch
Business Business Total
BREE Hh B sk
Ei ESi “ast
HK$'000 HK$’000 HK$’000
FHETT FHEIT FEIT
Year ended 31 December 2012 HFE20124E12A31BILERE
Reportable segment revenue (note (a)) AR D EUA (H it @) 168,021 29,634 197,655
Reportable segment profit/(loss) AIRE DI A, (E51E) 16,282 (4,221) 12,061
Interest income FBUWA 214
Corporate income and expenses ERA KA (8,642)
Profit before income tax BRFR S B priam Fll 3,633
Adjusted EBITDA (note (c)) RERAE  BIE TER
BSHRI BRI (K5 () 17,317 (3,670) 13,647
At 31 December 2012 #20125£12831H
Reportable segment assets AREDHEE 68,232 41,067 109,299
Prepaid tax IR 1,017
Assets classified as held-for-sale DERFENEZEE 5,879
Corporate assets EEE 287
Total assets BEE 116,482
Year ended 31 December 2012 HFE2012FE12A31BILERE
Other information: HmER
Interest expenses FEFALZ 340 — 340
Depreciation of property, plant and Y - BE REETE
equipment 695 551 1,246
Loss on disposal of property, plant and MEME - BB KRB
equipment &8 — 43 43
Addition to non-current assets (note (b)) ERBNEERNE (K5t D) 257 1,187 1,444
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7. SEGMENT INFORMATION (Continued)
Segment revenue, segment results and segment assets
(Continued)

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

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

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

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

SEREE(E)
SEUIN « FEBEER S EBEE(H)

et
@ RAEELES S -

(o) FRBEENBIENF - BE REEHEREREM
BIVAERE °

© EETHBNCHRGRE  BUR - TEREH
BN (EBERFIE - HiE  FEREHAR
A - ERFHEREERRRELERD FORAE
MRt BEE o AT BEEES BRE B BT
BETRALRERAE - BIA - EREBH
BRZFISRAX  TERBHARIFSREER
fEREIA -

B EESN - ITESEHEMNRER (R
mEE  RIIREER  RABKE)ED
VA DT - 25T

below:

2013 2012
20134 20124
HK$’000 HK$'000
F&iT FEIT

Sales of SHE
— watches — @ik 122,920 129,429
— display and packaging products — BRI B 36,841 48,556
— costume jewelries — ANEHKE 12,879 19,670
172,640 197,655

Geographical information

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

HhE &
REBMEBEBE BN ES (BKILME) -
REB LGS D NRARE P R
ERMMERE - AEBEIZMREDNIER
PEEREEERMMB QL (NSE
WEE)EE -
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R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

7. SEGMENT INFORMATION (Continued)
Geographical information (Continued)
Analysis of the Group’s revenue and non-current assets by
geographical locations are as follows:

20134
HK$’000

Hong Kong (place of domicile) &5 (i)
The PRC, excluding Hong Kong FE - TEERS
USA EH
Europe BRM
— Germany — =
— Denmark — FhE
— United Kingdom —
— France — EH
— ltaly — BAA
— Others — Eftb
Asia GEV
Others Hh
Total “st

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

Information about major customers

During the year, there were two (2012: two) customers from the
Group’s Sourcing Business, each of whom contributed 10% or
more of the Group’s total revenue. Revenue derived from these two
customers during the year amounted to HK$82,933,000 (2012:
HK$101,850,000) and HK$19,296,000 (2012: HK$31,029,000)
individually.

PERER(E)

WESE(Z)
REBEWREDHNWARIERBEED
M

Revenue from
external customers

REIMEBE RN

Non-current assets
ERBEE
2013 2012 2013 2012
20124 [RlgkES 20124
HK$'000 | L6l HK$'000
FET F#ET FHET

FET

14,989 22,472 846 991
37,132 21,891 9,667 8,636
49,254 74,392 — =
38,565 12,222 - =

7,017 31,828 — =
6,578 4,212 - =

2,637 5,728 - =
170 2,715 - =
5,032 8,542 - =
4,676 5,826 — =
6,590 7,827 — =
172,640 197,655 10,513 9,627

ARRBBNAEE AW X B REEM
PRI BRI A E] o AR AEEKE D
EBRNBBET BERBRYBREE
RIS 8RN ER B MY 5 AR A AR BRI
SRS o

FEEFREH

FR - AEBEHEBEMREQ012F : WA)E
BRES¥EBRE  SAAEBEERBKA
10% A LR EEL - RAFE  KEZW
ZRFEHWAS RIA82,933,000 7 T &
19,296,000 7 7T (2012 E : 101,850,000 7%
7t }%231,029,000/ 7T ) °
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8. FINANCE COSTS 8. HMERAE

For the year ended 31 December
HE12A31HILLEE
2013 2012
20134 20124
HK$’000 HK$'000
FEiT T

Interest on bank borrowings and overdrafts wholly 7B R FRZEZ(EE R

repayable within five years TREREZ TR 99 340
9. PROFIT BEFORE INCOME TAX 9. PBRPTISHLATEF X
Profit before income tax is arrived at after charging/(crediting): %}F S BEATE AR MR,/ (5t A) A TR IE
TBEB
2013 2012
20135 20124
HK$’000 HK$’000
F#ETT FEr
Auditor’s remuneration: ZEENE
Audit fee EZER 560 558
Fee for non-audit services IEEAIZ RIS B 200 —
760 558
Cost of inventories recognised as expenses, BRAAZMEFERA
comprising: B
Amount of inventories recognised as expenses BRAERYNFESE 117,367 145,312
Inventories write-off FEME 109 _
Depreciation of property, plant and equipment Y% - BE REEITE 1,215 1,246
Net exchange (gain)/loss P& 3 (ES) BB TR (97) 451
Operating lease charges in respective of land and ~ Fitit MIEFHKELHE
building = 2,434 1,218
Employee benefit expenses EERIAXZ(BIEES
(including directors’ remuneration) B )
Salaries, allowances and benefits in kind e RMREYS 26,266 24,914
Retirement benefit — defined contribution plans' BRINEF — EREHK
=TED 984 794
27,250 25,708
Loss on disposal of property, plant and equipment? REEYIZE - BE M RER
Eig2 260 43
Impairment on property, plant and equipment? IE Y S L P i 150 —
Impairment on goodwill2 P R E? 230 =
Impairment on other intangible assets? H A& B 2 RE? 220 =
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10.

R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

PROFIT BEFORE INCOME TAX (Continued)

! no forfeited contributions available for offset against existing contributions during
the year and in prior year

2 included in “other operating expenses” in the consolidated statement of
comprehensive income

INCOME TAX EXPENSE

9. MFEHAERE)
T ORARFERE—FEHELR R SRR
B

2 FARRA 2EMERA HALERX

10. FiiR%iX

2013 2012
20134 20124
HK$’000 HK$'000
Fi#T FETT

Current tax — Hong Kong profits tax BNEAREIE — BABFIEH
— charge for the year — FAZH 965 1,884
— over provision in prior years — BEFEBREEE (247) (558)
718 1,326

Current tax — PRC Enterprise Income Tax (‘EIT”)  BHAFiIE — FREIMZERR

SRS D

— under provision in prior years — BEFERETR 3 =
Income tax expense FriSifsz 721 1,326

Hong Kong profits tax has been provided at the rate of 16.5%
(2012: 16.5%) on the estimated assessable profits for the year.

The Group’s subsidiary, RINTTREFEHKBRAAF (Shenzhen
Tianhaiba Watches Company Limited) (“Tianhaiba”), a PRC entity, is
subject to PRC EIT at the tax rate of 25%. No provision for PRC
EIT has been made for the year or in prior year as the directors
estimate that taxable income arising in the PRC, if any, is not
significant to the Group.

EBFEREANFEE (T EREE MR
E16.5%(20124F : 16.5%)51# °

AEEN—HTRERBRARRYTRESR
BERARAR(REH)AZBE26% T
FREMEMEY -  ARNBERMGHTEES
MERTBA(MB)HAEEFEKN - A
BER AR Z 3k £ — 4 E I L B b AT
SRR R -
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REAFEEEFRAE

10. INCOME TAX EXPENSE (Continued) 10. FiBBiHX(#&)
Recondiliation between income tax expense and accounting profit at e Fif S B e it m FlIRE A R A £ R
applicable tax rates is as follows: R
2013 2012
20135 20124
HK$’000 HK$’000
F#ETT FET
Profit before income tax R PS5 A v A 16,285 3,633
Tax calculated at tax rates applicable to the AR Rl ARE R A A Y
jurisdictions concerned RETEMTHIE 2,200 244
Tax effect of non-deductible expenses AR S R S o 2 1,834 1,446
Tax effect of non-taxable income BERFIMANT G E (3,078) (93)
Tax effect of tax loss/deductible temporary REERTAFS B ATHHL
differences not recognised TR ERNBBTE 16 41
Over provision of tax in prior years, net WA FEREREFE (244) (558)
Others HA (7) 246
Income tax expense for the year FRENRX 721 1,326
The Group had unrecognised tax losses and deductible temporary RNEBEEBEERRERTR G EE R ]
differences arising in Hong Kong of approximately HK$61,000 (2012: M EREED R4 /561,000 72012
HK$53,000) and HK$776,000 (2012: HK$687,000) respectively. £ : 53,000787T) & 776,000 7T (2012 4F
These tax losses are available indefinitely for offsetting against future 687,000 87T) ° ZEBEEBAINEEE
taxable profits of the companies in which the losses arose and the B KR A 1EHK 88 8 7] B 2R 2R FE SR B0 £
temporary differences can be carried forward indefinitely. As at 31 RZEEREZRENERAAE - R2013412
December 2013, the Group did not have unrecognised tax losses A 318 - ZRE BN &R B E A KRR
arising in the PRC. As at 31 December 2012, the Group had &1 o R20124F12 A31 B » AREERH
unrecognised tax losses arising in the PRC of approximately Bl = A W) R FER B B 18 4072 88,000 78
HK$88,000 which will expire in five years for offsetting against future JC + AR A SE R SR FE R B A
taxable profit. No deferred tax asset has been recognised in respect R HmFREFETEE M - IR K
of the unused tax losses and deductible temporary differences due BABBEERE R IIREGREZZ2ERET
to the unpredictability of future profit streams. HIHEE °
11. PROFIT ATTRIBUTABLE TO OWNERS OF THE 11. XATHHE ARELGT

COMPANY

Of the consolidated profit attributable to the owners of the Company
of HK$15,564,000 (2012: HK$2,307,000), a profit of HK$27,648,000
(2012: loss of HK$2,469,000) has been dealt with in the financial
statements of the Company.

71
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12.

13.

R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

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

12.

Bz 8
RAFEERE—FE  ARFEHAXTIR
R BN

2013 2012
20134 20124F
HK$’000 HK$'000
FET FHET

Special dividend — HK$0.13 (2012: nil) per
ordinary share

The dividends paid during the year ended 31 December 2013
amounting to HK$19,500,000 represent a special dividend of
HK$0.13 per ordinary share, which were paid in May 2013 and
financed by the net proceeds generated from the Disposal (note 6).

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

EARNINGS PER SHARE

The calculation of basic earnings per share for the year ended 31
December 2013 is based on the profit attributable to the owners of
the Company amounting to HK$15,564,000 (2012: HK$2,307,000),
and the weighted average of 150,000,000 shares (2012:
150,000,000 shares) in issue throughout the year.

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

BRRE — SiEER
0.13/87T (20124 : &)

13.

19,500 —

HE2013F 12 A1 HUEFEEHKRE S
19,500,000 78 7T + BN& A% X @A A0 45 RII AR
BA0138IT » AR EER2013F5 Ak
I R E B HES R FTS FOE F R R
UEE

REZ2012F 12 A31 BIEFEEMAKE
3,000,000/ 7T © BNEZ=2011F12 A31H 1k
FEMRPIE - BEREER201245 8
R e

SiEF

HZE20135F 12 A31 B It FEFREREF|
TIRIEAR R RIER AFE(REF) 15,564,000
BT (2012 4F : 2,307,000/87T) * ARER
BB 1T 0 N 5% 150,000,000 &
(20124F : 150,000,0000% )5t -

AEERAFER F—FEHBECHTA
BEE N2 EBR -
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14. REMUNERATION OF DIRECTORS AND FIVE 14. EERAZREH A THIEDN

HIGHEST PAID INDIVIDUALS
Directors’ remuneration X

Salaries,

allowances

Discretionary and benefits

Fees bonuses in kind

Fg o 2R

ik EfRTEAL Bl
HK$000 HK$°000 HK$°000
FET FET FET

Year ended 31 December #ZE20135F12A3181E

Retirement
benefit costs

BRI A
HK$’000
FET

Total

et
HK$'000
FET

2013 £E
Executive directors: HITES -
Liu Tin Chak, Arnold ESN: - - - 1,040 15 1,055
Lam Chi Wai, Peter WER - - 1,040 15 1,055
Wong Yu Man, Elias 0.9 - - 1,040 15 1,055
Yang Yijun H—= - - 1,040 15 1,055
Independent non-executive BUIRTES -
directors:
Cheung Chi Man, Dennis REX - - 240 - 240
Lui Tai Lok aAL - - 240 - 240
Yip Kwok Kwan e — - 240 - 240
— — 4,880 60 4,940
Salaries,
allowances
Discretionary ~ and benefits Retirement
Fees bonuses in kind  benefit costs Total
e =Mk
ik BIETEAL EWHlE  RAEAIAR st
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
5T 5T T8 FEr  FET
Year ended 31 December EF2012F12A3181E
2012 £
Executive directors: HITEF -
Liu Tin Chak, Arnold BRE - - 1,040 17 1,057
Lam Chi Wai, Peter &R — - 1,040 17 1,057
Wong Yu Man, Elias B X — - 1,040 17 1,057
Yang Yijun th—% - - 1,040 17 1,057
Independent non-executive BUHHTEE
directors:
Cheung Chi Man, Dennis REX - - 240 - 240
Lui Tai Lok BAg - - 240 - 240
Yip Kwok Kwan HEY = — 240 — 240
— — 4,880 68 4,948
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14. REMUNERATION OF DIRECTORS AND FIVE 14. EERAZEEHFATHEFMNZ)
HIGHEST PAID INDIVIDUALS (Continued)

Five highest paid individuals AEREHAL
The five highest paid individuals consisted of four (2012: four) hEmERIFATEENE (20124 : MF)
directors, details of whose remuneration are reflected in the analysis BE  BREHGMNEFBER LEXEFHSTE
presented above. Details of remuneration of the remaining one (2012: B o REE2013F 12 A1 HILEE - &
one) highest paid individual for the year ended 31 December 2013 #R—% (20124 : — &) &= ar A T B
are as follows: HBEWT
2013 2012
2013 20124
HK$’000 HK$'000
FET FHETT
Salaries, allowances and benefits in kind e R REYH= 736 671
Retirement benefits — defined contribution plan RINEHN — EREHR
aTE 15 14
751 685
The remuneration paid to the above non-director individual for the FARABMIALEZIFEEER A LHHME
year fell within the following band: RUAT 8 E

Number of individuals

A
2013 2012
20135 20124
Nil — HK$1,000,000 £ %1,000,000% 7T 1 1
There was no arrangement under which a director waived or agreed G I 488 1 {A] 25 55 3R ok [ 5 3R 1 1) B
to waive any remuneration during the year (2012: Ni). SR BE(R0124F : ) o
No emolument was paid by the Group to the directors or any of AEBETERNEETREMNRAERS T AL
the five highest paid individuals as an inducement to join or upon SHERBE - (EARE MBS INEAR
joining the Group, or as compensation for loss of office (2012: Nil). & B A SR S BE B A (5 (20124F < ) ©
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15. PROPERTY, PLANT AND EQUIPMENT

BRAF

15. Y% - RERRE

Furniture,
Land and Leasehold fixtures and Plant and Motor
buildings improvements equipment  machinery vehicles Total
RIE-KER
T RiEF HERE RiE  BEREE RE @t
HK$’000 HK$'000 HK$’000 HK$'000  HK$'000 HK$'000
FET FET FET FET FET FET
At 1 January 2012 201251818
Cost BXA 6,947 816 4,039 4,040 630 16,472
Accumulated depreciation REHE (1,009) (440) (1,621) (3,738) (630) (7,438)
Net carrying amount BREFE 5,938 376 2,418 302 = 9,034
Year ended 31 December 2012 #BE20125F12A31HILFE
Opening net carrying amount FEREFE 5,938 376 2,418 302 = 9,034
Additions NE = — 1,433 3 = 1,436
Depreciation biin= (185) (93) (766) (202) — (1,246)
Disposal e — — (43) — — (43)
Classified as held-for-sale (note 6) DERFHELE (Hi76) (5,753) - — - - (5,753)
Closing net carrying amount SERIREIFE — 283 3,042 103 = 3,428
At 31 December 2012 and #20125F12A318 &
at 1 January 2013 20131818
Cost %N = 816 5,405 4,043 630 10,894
Accumulated depreciation REtine — (533) (2,363) (3,940) (630) (7,466)
Net carrying amount REFE — 283 3,042 108 — 3,428
Year ended 31 December 2013 #HE2013F12A31HILEE
Opening net carrying amount FYREFE — 283 3,042 103 = 3,428
Additions NE = = 2,808 48 = 2,856
Depreciation nE — (42) (1,124) (49) = (1,215)
Impairment loss (note 16) AR (H1:E16) — — (150) — = (150)
Disposal g - (187) (70) @) = (260)
Exchange adjustment B X — 18 15 6 — 39
Closing net carrying amount SFRAREFE — 72 4,521 105 = 4,698
At 31 December 2013 #2013%12A318
Cost [P#N — 556 7,363 4,096 630 12,645
Accumulated depreciation 2FHE — (484) (2,692) (3,991) (630) (7,797)
Accumulated impairment EFtRE — — (150) - - (150)
Net carrying amount FREFE — 72 4,521 105 = 4,698
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Zig X ExEEER AT Powerwell Pacific Holdings Limited

GOODWILL 16. A&

HK$'000

FET

Year ended 31 December 2012 #ZE20125E12A31HILEE
Opening net carrying amount FHREFE 230
Addition B —
Closing net carrying amount FREEFE 230
As at 31 December 2012 #20125E12H31H
Cost and net carrying amount AN I BREDFHE 230
Year ended 31 December 2013 BE20135F12A31BLLEE
Opening net carrying amount FUREFE 230
Impairment loss REEE (230)
Closing net carrying amount FRREFE —
As at 31 December 2013 #20135%F12A31H
Cost BN 230
Accumulated impairment R2ERE (230)
Net carrying amount RIS E =

Goodwill arises from the acquisition of Tianhaiba on 1 February
2010. The goodwill as well as the trademarks with indefinite useful
lives as mentioned in note 17 are tested for impairment at least
annually and are allocated to the CGU of PRC Watch Business for
impairment assessment purpose.

For impairment purpose, the recoverable amount of the CGU of
PRC Watch Business is determined using value in use calculation
which is a cash flow projection prepared based on a five-year
forecast approved by the directors. The pre-tax discount rate
applied to the cash flow projection is 19% (2012: 14%), which
reflects specific risk relating to the PRC Watch Business. Growth
rate used to extrapolate the cash flows beyond the five-year period
is 4% (2012: 4%) which reflects the long-term average growth rate
of the PRC Watch Business as forecasted by the directors.

The recoverable amount of the CGU of PRC Watch Business
determined using the above basis fell below its carrying amount by
HK$600,000, which has been recognised as an impairment loss in
the current year. Such impairment loss has been allocated to write
down the amount of goodwill in full and then to write down the
remaining assets of the CGU on pro-rata basis. Accordingly, during
the year, impairment is recognised for goodwill, other intangible
assets i.e. trademarks (note 17), and property, plant and equipment
(note 15) by HK$230,000, HK$220,000 and HK$150,000
respectively.

EETSAMR2010F2 A1 BRER ST mME
4o B RKIEA7 R AR FRAE
BEHNEESFETRENR  B€5
e REREBHIRSEEEMIERE
FERR -

MBEMS @ PREZKERRSELSEM
Zr Bl £z AEREBERSTE  MER
BETIRIEE S HE R FHATERRE A
RERBAFESE - REREAERD
THATBEIR R 5 19% (2012 4F © 14%) » AR
ERAPEEREBNETRR - EF8A
AR B AEPERSRNERRA
4% (20124 : 4%) » RIRB R BREERE
R RAFIHER o

FALEMEEETENTREERERECE
A BT R A] UK [B] & A 8 H BR T (A 1K 600,000
BT HERAFEERARERES - 1
BREEBEEDEEZEMRmESEE
ZHRBLHIMBIRCELEENVNGBHTE
E -BURAFE BHE HitERPEER
S ) (FIEE17) A R % ~ IR R st (B
ZF15)E 9 B R E 230,000 T -
220,000 7T %.150,000/8 7T °
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16.

17.

AT EBERAT

Annual Report 20134 f

GOODWILL (Continued) 16. BWE(E)
Facing keen competition in watch business in the PRC, AR EEREBHRF R BEEEER
management has to put extra effort in promoting the brand name H— IR A MR A G E k%R
and market development. Accordingly additional costs are budgeted NE - At - BREEKEFREE - ARGEE
for marketing and promotion activities in order to achieve the EINEEHEETHNEE  SEBAFE
targeted sale, resulting in lower recoverable amount being FZREEEBNNIRESRERD o
determined for this CGU for the current year.
Any decline in estimated value in use would be liable to result in an TR EREEMNEMR LSS P EE
additional impairment for the CGU of PRC Watch Business. As a REBNRSELEEME—PRE - K
sensitivity analysis, a change of plus or minus 0.50% in the post-tax REDE - Fi1& AL IR R I8 0 sk
discount rate would increase or decrease the recoverable amount 0.50% * &< 0] Uk B & 584 fn 5w
by HK$490,000 to HK$530,000. Likewise, a change of plus or 490,000 L2 530,000 /87T © R @ K4E
minus 0.5% in the perpetual growth rate would increase or RN 0.6% - &< AR &5
decrease the recoverable amount by HK$320,000 to HK$350,000. sk 4> 320,000 7 7T E 350,000 7T
Lastly, a 10% increase or decrease in cash flows after the fifth year K& FRAFRORESWEL MR D
would increase or decrease the recoverable amount by 10% 2 {57 7] Y /=l - REHE hn sk 4> 720,000
HK$720,000. JC °
OTHER INTANGIBLE ASSETS 17. HEEEE
Trademarks
i3
HK$'000
FET
Year ended 31 December 2012 BE20125F128318LLEE
Opening net carrying amount FHRmFE 5,861
Addition NE 8
Closing net carrying amount FIEREFE 5,869
As at 31 December 2012 #20125%12A31H
Cost and net carrying amount B I BRTEDFHE 5,869
Year ended 31 December 2013 BE20135F12A31HILEE
Opening net carrying amount FREFE 5,869
Addition NE 18
Impairment loss RIEEE (220)
Exchange adjustment EH AR 148
Closing net carrying amount FERREFE 5,815
As at 31 December 2013 #20135%F12A31H
Cost B 6,035
Accumulated impairment 2EHRE (220)
Net carrying amount AREF{E 5,815
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17. OTHER INTANGIBLE ASSETS (Continued)
On 30 June 2010, Tianhaiba entered into an agreement with a PRC
entity to acquire from the PRC entity the Tianba and Harpo
trademarks at a total consideration of RMB4,700,000 (equivalent to
approximately HK$5,345,000). The PRC entity was owned by the
brother of the Company’s director, Mr. Yang Yijun.

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

The trademarks have been allocated to the CGU of PRC Watch
Business for impairment assessment (note 16). Based on the
assessment, impairment loss of HK$220,000 has been recognised
for the trademarks.

18. INTERESTS IN SUBSIDIARIES

17.

18.

Hih R &E(EZ)

R2010E6A308 * K EHE—KPHEE
I — DR ARZTPEEREKEXE
Mgz - REAR AR 4,700,000 7T
(#1512 5,345,000/870) ° sZ P EHERE T
RNAREFH—ERENRL,BHES -

EEZRRUEHEATITRERAERF
B RREZEHENEREANBYLE
RERS RN AIEREERE - EEiE
AABEXRAZE—RER - BEMRT
15 LB o

ERED R FTHEEREKRNECELS
RVERE G (M5 16) » BIREHE - @i
B R EE18220,000/8 7T °

FEEMRMITE - BEAA

Investments in unlisted shares, at cost

Amounts due from subsidiaries JE U BT B A R R R

Amounts due to subsidiaries FETHT B A R FIE

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

R BATIAHER
Company

EAT]
2013 2012
20135 20124
HK$°000 HK$’000
FIT FEIT
30,367 30,367
23,690 39,833
1 23,399

FEY(FERT B A B RIEARMIER - &
ERBRERKEE
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18. INTERESTS IN SUBSIDIARIES (Continued) 18.

Particulars of the Company’s principal subsidiaries, which are private
companies with limited liability, as at 31 December 2013 are as

BRAF

N BASBIMER(Z)
MR2013F 12 A31H » ARARIZ T EWBA
A(BHAFABRARDRFEBNT

follows:
Effective interest held
Country/Place of Particulars of issued and by the Company
incorporation/ fully paid share capital/ FATREMERMER  Principal activities and
Name establishment registered capital Directly Indirectly place of operation
HMEI BAUER . ERTREARRES
At HE HEMERFE E# BE  IEEBREEHE
Ampress Merchandising Limited Hong Kong 100,000 ordinary shares of = 100% Trading of watches, costume
HK$1 each jewelries and accessories in
Hong Kong
MIEEZARAR i 100,000/ B R EE1ETTH = 100%  HEBEERSEER  AEKER
Ampress Packaging Asia Limited Hong Kong 500,000 ordinary shares of = 100% Trading of display and
HK$1 each packaging products in
Hong Kong
MERE(ENBRAF A 500,000 & X E 17 TTAY - 100%  REREERSINEER
Ll
Display & Packaging Limited Hong Kong 300,000 ordinary shares of = 100% Trading of display and
HK$1 each packaging products in
Hong Kong
Display & Packaging Limited BB 300,000 FRE 17 T H) - 100%  REBBERIILRBER
EC Pacific Limited Hong Kong 500,000 ordinary shares of = 100% Trading of watches and
HK$1 each accessories in Hong Kong
RE(RTF)BRAR EE 500,0000 B R E 17 TTA9 - 100%  WEAREEERNEH
Tianhaiba® The PRC RMB30,000,000 = 100% Design, manufacturing and
distribution of watches in
the PRC
iR HE AR30,000,0007T = 100% MARBIRRR « B RACHIESR
" Tianhaiba was established on 23 June 2009 as a PRC domestic enterprise and 9 RiEHER20095F6 A28 AKX AHBIRARE -

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

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

W 20104 2 A1 BEA R BB GBI
BEME -

ERIIBARBZMEAR - EhEER
REEMBRARHFNEEELTATE
KERAEEEEFENERLND - EF
RE - JIHEMMERR 2 FIEHEER
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20.
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INVENTORIES 19. BE&
Group
2013 2012
20134 20124
HK$°000 HK$'000
FETT FET
Raw materials R 12,200 8,719
Finished goods (B4 30,226 19,904
42,426 28,623
TRADE RECEIVABLES, PREPAYMENTS AND 20. ESREKXRE - ARERES
DEPOSITS
Group Company
XEE P /|
2013 2012 2013 2012
20134 20124 20134 20124
HK$°000 HK$'000 HK$°000 HK$'000
FETT FET F#ETT FET
Trade receivables =6 e 16,789 16,624 — =

Prepayments and deposits AR AR IES 6,649 9,586 114 93

Trade receivables, prepayments and B S EWIE - BN

deposits FIERIES 23,438 26,210 114 93
The Group normally allows credit period of 30 to 60 days (2012: 30 ARE-RAEEEESHETI0E60X
to 60 days) to its major customers. Credit period is normally not (20124 : 30E 60K )MEEHD - —MZ2K
granted to other customers. F o TERAMEPRTEE -

The ageing analysis (based on due date) of the Group’s trade AEEMBRBEREERNE S EKFIEIZ
receivables net of impairment provision is as follows: FEAHBUBREC HATLAT

2013 2012

20135 20124

HK$°000 HK$’000

F#ETT FET

Not past due R A 11,753 13,171

1-30 days past due B HR1-30K 3,850 2,226

31-60 days past due #HA31-60K 709 406

61-90 days past due #1HA61-90K 101 465

Over 90 days past due EHAQ0RIA | 376 356

16,789 16,624

The Group normally allows credit period of 30 to 60 days (2012: 30 ALRE—RAEZE,4 T30260K (2012

to 60 days) to its major customers. Credit period is normally not F  30EB0K)MEERR - — MR - T&
granted to other customers. MEMEFETEER -
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20.

21.

TRADE RECEIVABLES, PREPAYMENTS AND
DEPOSITS (Continued)

At each reporting date, the Group reviews receivables for evidence
of impairment on both an individual and collective basis. Impairment
losses in respect of trade receivables are recorded using an
allowance account unless the Group is satisfied that recovery of the
amount is remote, in which case the impairment loss is written off
against trade receivables directly. None of the trade receivables as
at 31 December 2013 and 31 December 2012 have been identified
by the Group as having impairment issue and thereby no allowance
were made as at 31 December 2013 and 2012.

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

CASH AND CASH EQUIVALENTS

20.

21.

Group
A%HE

2013

20134

HK$°000

FET

REAFEEEFRAE

BRI « AARERER(E)

REMEEH  AEESZENREGE
AR L EREBERERZERE - &
SREWFIBZ RERBEERRERE EL
8 EAEERAEAREZEENRS B
BEERIN - EZIBRT - REEBERE
RE S EWFIAIR - )R2013F 12 A31H
2012612 A31 B » AEB W ERERTMR
BHRKFIBEERENSR @ Rt ANEER
20134 20124 12 A 31 B I AR T {5
& °

HABEREBPERERASRENES
EUHHERARBEELERTFNAE
TRENEFER - REBEBEFELR -
BEEERE AR ERERTESAEH
BESDEARET2HKE - FLBAR
ZEREMRIERERE - AKREYENDE
HERBENE 2 EUWKIER A T EIT

A °

BE&ERREEEY

Company

AAT

2012 2013 2012
20124 20134 20124
HK$'000 HK$’000 HK$'000
FEr FET FET

Bank balances and cash RITHEBR MRS 20,660 32,530 206 287
Short-term bank deposits EEIRI TR 16,677 12,696 - —

37,337 45,226 206 287
Included in the cash and cash equivalents of the Group as at 31 M2013412 4318 ' sFAAREEERE RIR

December 2013 was a balance of HK$17,628,000 (2012:
HK$15,849,000) which is denominated in RMB. RMB is not a freely
convertible currency.

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

Annual Report 20134 f

EEEVREARBHENEHK
17,628,000 B 7T (2012 % : 15,849,000
7o) o ARMAIEAT BRI BH -

RITHERIRFBRITHER AR EREA
B BHERERIHR - HRFAEHE
ZAEReFRME  HAEBEREHRTF
TR R BREXAB,
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22. TRADE AND OTHER PAYABLES 22, E5RHMEMNRKIE
Group Company
&M FATF

2013 2012 2013 2012
20135 20124 20135 2012%F
HK$’000 HK$'000 HK$’000 HK$'000
FET FET FTT FEIT

Trade payables 2 ZENHIA 38,761 32,025 — =
Other payables and accruals H b FET FRE R FEAT
EH 14,073 7,953 932 1,895
Deposits received B U RS 7,190 12,071 - -
60,024 52,049 932 1,895
The ageing analysis of the trade payables (based on due date) at RE A - B S EMNFIEREEH AR
the reporting date is as follows: BN
Group
AEH
2013 2012
20134 20124F
HK$°000 HK$'000
FETT FHET
Not past due PN 14,506 14,199
1-30 days past due #HA1-30K 11,692 6,868
31-60 days past due #HA31-60K 4,054 2,348
61-90 days past due #HA61-90K 1,708 1,719
Over 90 days past due EHAQOR A | 6,801 6,891
38,761 32,025
Included in trade payables was an amount of HK$418,000 (2012: BoREMNZTERE S 418,000 (2012
HK$716,000) which was due to a PRC entity, Guifeng (as defined F : 716,000/87T) © BEMN—FTEHETE
in note 27). HE(ERRMHTFE27)
Included in other payables was an amount of RMB5,400,000 BRI RIEF RS AR 5,400,000 7T
(equivalent to HK$6,835,000) (2012: Nil) which was advanced from (¥BZ1716,835,000/7T) (20124 : B) &—
an independent third party. The advance is unsecured, non-interest BB E=ZA 2B ZBRBELE
bearing and repayable on 5 December 2014. B NAR2014F 12 A5HEE
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23.

24,

SHORT-TERM BANK BORROWINGS

REAFEEEFRAE

23. EHAERITHEE

i
Rl

Repayable within one year AR—FNR

The short-term bank borrowings as at 31 December 2012 were
denominated in HK$ and were secured by the corporate guarantees
from certain group entities as mentioned in note 26. The short-term
bank borrowings were fully repaid during the year ended 31
December 2013.

The effective interest rates applicable to the short-term bank
borrowings as at 31 December 2012 were floating interest rates
ranging from 4.25% to 4.43% per annum.

Group
AEHE
2013 2012
20134 20124
HK$’000 HK$'000
FETT FHET
- 6,574

R2012F12 A31H @ BHIRITEEUST
FHE - WAKFE26 IR E TEBEEN
DEIEREER - ZSRHPRTEEER
HZE2013F12 A31 HILFEREEE -

R20129F12 A31 8 » BHEIRITEEEARN
BEBEAME AN T4.25% % 4.43% K% B F|

SHARE CAPITAL 24, &
Company AT
2013 2012
20135 20124
Number of Number of
Par value ordinary Nominal Par value ordinary Nominal
per share shares \E|IEN per share shares value
SkaE TiE e E E{E s LB E EE
HK$ HK$’000 HK$ HK$'000
#ir FET BT FET
Authorised: EE
At 1 January ®1A18 0.1 1,000,000,000 100,000 0.1 1,000,000,000 100,000
At 31 December 128318 0.1 1,000,000,000 100,000 0.1 1,000,000,000 100,000
Issued and fully paid: EBITRHRE :
At 1 January R®1A18 0.1 150,000,000 15,000 0.1 150,000,000 15,000
At 31 December 128318 0.1 150,000,000 15,000 0.1 150,000,000 15,000

The share capital of the Company at the end of reporting period
comprises only of fully paid ordinary shares with a par value of
HK$15,000,000 (2012: HK$15,000,000). All shares are equally
eligible to receive dividends and to the repayment of capital and
each share is entitled to one vote at shareholders’ meeting of the
Company.
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25. RESERVES
Group
The amounts of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity. Nature of the reserves are as
follows:

@

©®)

@)

Share premium

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

Capital reserve

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

Merger reserve

To rationalise the structure of the Group in preparation for the
listing of the Company’s shares, the Group undergone a
group restructuring which became effective on 20 December
2010 (the “Reorganisation”). The financial information of the
Group has been prepared as if the group structure intended
under the Reorganisation had always been exist. In
connection to the Reorganisation, merger reserve arose in
respect of the followings:

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

25.

fi#itE

*EH
AEERAFEMBEFENRBEESER

T

BRI REEHRET - HEMKE

BT

@

©®)

(©

B 518

Bin s BTy A BB AR B 1 TH
MSES  MRBEITROHEBMREK - &
BINEEZER -

=
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JCHZEEDisplay & Packaging Limited
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BT EEMIE B E (M) BRA A
10% AN ©

AU

p=3il i e SR AP e Wi /N )
B REER2010FE12 A20H
ETEHTEAR) - ~XEEHBER
TR EA SRR —EEEMm
wmE - pEEME - AOHRERE T
| &T8

() HER2010F9 A 20 H Wt E =
#RT10% [k ERT - ANEEFE
BR0%ME - MEAEES
10,0008 7CH & 7288 T 10% 4
=ABRAEE R AR A
BWIREDES - AKRIIEE
& Wt AGHHEE o

Annual Report 201344

84



85

Powerwell Pacific Holdings Limited

25. RESERVES (Continued)
Group (Continued)
Merger reserve (Continued)

(©

(@)

Annual Report 20134 f

(i)

(i)

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

The difference between the nominal value of the
aggregate share capital of subsidiaries acquired
pursuant to the Reorganisation over the nominal value
of the shares of the Company issued in exchange for
the subsidiaries.

Translation reserve

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

25,

fi#E (=)
FERE(E

©

@)

REAFEEEFRAE

B ot (&)

(i)

(i)

2 RIF201096 A16 H %2010
F6H208 ' AEBOKBA
Al Powerwell Pacific  Limited
([Powerwell Pacific]) B 1%t
BER 1 FETmAlRREE T
752 IR XA 1 E TR FT X
15+ AR [B Powerwell Pacific
B RFR)— B IR R RS AR R B
1T44 B ERAEE 1 ETHFK
7 » 1§ Powerwell Pacific
EEARAS. 5% REA
1,027,000 7T ° TS ARE
Bz IN1,033,000 %8
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25. RESERVES (Continued) 25. fEiw\(E)
Company AAT
The movements in the Company’s reserves are as follows: AATWREEEBAT
(Accumulated
Proposed losses)/
Share Contributed final Retained
premium surplus dividend profits Total
(RstisE),/
i iEa(E BNEG BERHRE REBERF st
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
FHET FHET FHET FHET FHET
At 1 January 2012 2012461 A1 5 6,937 30,357 3,000 (4,539) 35,755
2011 final dividends paid (note 12) 20114 E AT REME B (H272) = = (3,000) = (3,000)
Transaction with owners BIEFANRS — — (3,000) — (3,000)
Loss for the year/Total comprehensive FENEE/ FREEREETE
income for the year — — — (2,469) (2,469)
At 31 December 2012 and #20125E12A318 &
at 1 January 2013 20131818 6,937 30,357 — (7,008) 30,286
Special dividend (note 12) BRI B (HaE12) — — — (19,500) (19,500)
Transaction with owners A AR S — — — (19,500) (19,500)
Profit for the year/Total comprehensive FERNEE FREE KSR
income for the year — — — 27,648 27,648
At 31 December 2013 #2013%12H318 6,937 30,357 — 1,140 38,434
Contributed surplus of the Company represents the difference ARRMEHBRIBEREMEFEMRBE R
between the costs of investment in subsidiaries acquired pursuant AR E A AR AN A R BT AR B B B AR T
to the Reorganisation over the nominal value of the share capital of BERZETE -
the Company in exchange.
26. GUARANTEES 26. ER

As at 31 December 2012, the Company had given unlimited
corporate guarantees to a bank in connection with general banking
facilities granted by the bank to a subsidiary. In addition, certain
group entities, including the Company, had given limited corporate
guarantees up to HK$8,000,000 to another bank in connection with
another general banking facilities granted by the bank to another
subsidiary. As at 31 December 2012, such facilities were drawn
down by the subsidiaries to the extent of HK$6,574,000. The
maximum liability of the Company under the guarantees issued
represented the amount drawn down by the subsidiaries. The
financial guarantees were not recognised in the financial statements
of the Company and of the Group because the fair values of the
guarantees were insignificant and that the directors do not consider
it is probable that a claim would be made against the Company
under the guarantees.

All the above guarantees and general banking facilities had been
released and cancelled during the year and the Group did not have
any other significant contingent liabilities as at the reporting date.

R2012F12 A31H * KAARBHMBITR—
FNEB AR B 2 —RIRITRE » MR
ITIEHERBEEER - N BETEE
BER(BEARF)ERS —RETHEHS—
A BARFEEZS —E—RBITHE -
ME%SR1TIR (L5 % 8,000,000 /8 TR B R 58
NEIER - R2012F12 A31 B » Z5a&
B A T3 6,574,000 7T © ARA FH
BEBREZEREEZABLRAENB QR
iRl €% - ERERZAFELTE
K NEZEBERBERABTAAEREE
RMBERE  WZHEERLERARQF
NGB SRR IER o

LA ERE —RRITRED R FAMR
BREREUE  RE B - ANEEWEEMA
HMEARAELE
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27.

RELATED PARTY TRANSACTIONS

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

Nature of transactions

XHME

ZIE AR FFEE

27.

BRAF

FABEAL3Z 5

() BRAMBHRREMMILDATEEEIN
REEARFE G EER A THETTIA
TR :

FINTAEIEEEZEFR A F] (Shenzhen

Assembly of watches

Guifeng Watch Company Limited)
(“Guifeng”) (note (a))

RYMEEEEERAR(HE )

BERAEHR

(Kiit@)

Data Champion Limited (note (b))

Data Champion Limited(##5£(b))

transfer of loan

FEVRME
Richmind (note (b)) Rental expenses
BER (M1t b)) A
Note:
(@) A close family member of Mr. Yang Yijun, a director of the Company,

(b)

has material equity interest in Guifeng.

Upon completion of the disposal of Richmind to Data Champion Limited
at an aggregate consideration of HK$24,000,000 as mentioned in note 6,
Richmind ceased to be a subsidiary of the Group and has become a
related party of the Group. The Group has entered into tenancy
agreements with Richmind for leasing of office premises for a term of
three years from the first day of the month following the completion of
the Disposal. Mr. Liu Tin Chak, Arnold, Mr. Lam Chi Wai, Peter and Mr.
Wong Yu Man, Elias, executive directors of the Company, have equity
interests in Data Champion Limited.

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

HE—FMBRRER NEEE

2013 2012
20134 20124
HK$’000 HK$'000
FETT FET
5,981 5,880
24,000 =
640 =

ARAEEL-EEEN—BERRE
REEG TR EARR ML o

AP EE 6 Pt LA 22X {& 24,000,000 7T
H&E % FData Champion Limitedy
FHETKE © BRETEANER ZH
BARNERAREENBEAL - A
SERHEEREHEHZE  REEH
HpAMENHEFHEBBEEESE
TRERDEE— KRB ABR=F - KX
RAINMTERBEREBRE - MEEL
4 R ER XL Data Champion
Limited 5 A 422 ©

ARAREFAR  LABBALRS
TR BABERBBETETRIZEES
FEGHETT




27.

28.

R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

RELATED PARTY TRANSACTIONS (Continued) 27. FBALRS(E)
(i) Compensation of key management personnel (i) EEEEASHHE
Included in employee benefit expenses are key management EERAMAIANGFAETEZEEAR
personnel compensation (including directors), the details of (BRES)NME - BREFFBNT
which are as follows:
2013 2012
20135 20124
HK$’000 HK$’000
F#ETT FET
Short term employee benefits HHEE T 7,046 6,654
Post-employment benefits BB R R 140 117
7,186 6,771
OPERATING LEASE COMMITMENTS 28. EEHERIE

Group

The total future minimum lease payments payable by the Group
under non-cancellable operating lease in respect of land and
buildings are as follows:

ARHE
AREBARB AL E B O 30 g
FRAHRREERSOT :

Within one year —FR
Within two and five years MERFA

The Group leases certain properties under operating leases. The
leases run for an initial period of three to five (2012: two to three)
years, with options to renew the lease terms at the expiry dates or
other dates as mutually agreed between the Group and the
respective landlords. None of these leases includes any contingent
rentals.

Company
The Company does not have any significant operating lease
commitments as lessee.

2013 2012
20134 20124
HK$’000 HK$'000
FETT FET
2,479 664
6,189 106
8,668 770

AEBERBEKEHERRE TWE - 25
HEVNF AR =ZZ=2R02012F : —&=)
F . WA RE| BRI A S B EAREE
BB ENEMBSER - MERNBE
EAES -

AAT
AARHWERABABREFMNEREERLD
ARIE o
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29.

FINANCIAL RISK MANAGEMENT

The Group is exposed to a variety of financial risks which result
from the use of financial instruments in its ordinary course of
operations. The financial risks include market risk (mainly foreign
currency risk), credit risk and liquidity risk. Details of these financial
instruments are disclosed in the notes below. The Group’s overall
risk management focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on the Group’s
financial performance. Risk management is carried out by key
management under the policies approved by the directors. The
Group does not have written risk management policies. However,
the directors and senior management of the Group meet regularly
to identify and evaluate risks and to formulate strategies to manage
financial risks on timely and effective manner. The risks associated
with these financial instruments and the policies applied by the
Group to mitigate these risks are set out below.

Categories of financial assets and liabilities

The carrying amounts of the Group’s and the Company’s financial
assets and liabilities recognised in the statements of financial
position at the reporting date may also be categorised as follows
(see notes 3.10 and 3.12 for explanations on how the category of
financial instruments affects their subsequent measurement):

29.

Group
A%

2013

20135

HK$’000

REAFEEEFRAE

SRERER
AEEEREAREBBREFEASHRT
EmMAXZIESHER - @R RSED
LR (EZRINERL) - FERR LR
HEESRR - FRSBMTENFBRUAT
MR EE - AEBMNEERKREREF
& BT 5 /9 8] FEORIE & B D RUR AR
SEMBRENBENFTZE - RRERE
HEFrEEREERBESIENERET
AEEWEEZMERERBR - T@ @+ K
SEEENSREEASTHe®EAZR
R 5T AR RV B A K 1) T 5 DA K By % A5 2t
TEcmER - HZEem T ARBENR
B Ko 7 2 [ R A DA PR KB B R B O R SR 3
HIEATR o

SREEREFER
AEERARRRRE B HEMEAR IR
RHEREERABNEREENAIDE
MR (EEEMIENDBIAFERLEZT
SR - E2HMEES.10%3.12) ¢

Company
¥ A

2012 2013 2012
20124 20134 20124
HK$'000 HK$’000 HK$'000

F#ET FBT FETT FET
Financial assets SREE
Loans and receivables: ER R EWGOE
— Trade receivables — B o REWEIE 16,789 16,624 - =
— Refundable deposits — AREES 802 1,062 - -
— Amounts due from — W EBARIFRIE
subsidiaries - — 23,690 39,833
— Cash and cash equivalents — H&NRESEEY 37,337 45,226 206 287
54,928 62,912 23,896 40,120
Financial liabilities SRIBE
Financial liabilities at amortised 37 # SR AR S RIS
cost: f& :
— Trade and other payables  — &5 N E e 7IE 52,834 39,978 932 1,895
— Amounts due to subsidiaries — FEfTHIEB A RIFIE - — 11 23,399
— Short-term bank borrowings — 2HiIRITEE - 6,574 - =
52,834 46,552 943 25,294
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R X F¥EEFEFR AT Powerwell Pacific Holdings Limited

FINANCIAL RISK MANAGEMENT (Continued)

Foreign currency risk

Foreign currency risk refers to the risk that the fair value or future
cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. For the years ended 31
December 2013 and 2012, the Group mainly operates in Hong
Kong and the PRC. The functional currency of the Company and its
subsidiaries are mainly HK$ and Renminbi ("RMB”). The Group’s
exposures to currency risk arise from its overseas sales, which are
primarily denominated in US$ which are not the functional currency
of the Company and the relevant operating group entities. Since
HK$ is linked to US$, the directors consider that the Group's
exposure on currency risk is not significant.

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

29.

SREBER(E)

Y [ B
INERBIEST T AN A FEREARIRS
it 5 B 3R B if R Bp A9 L o 7B E 2013
ER2012F12A31HILEE - AEETE
REBRPEETEBSLE - A28 RE
MEARIZMAEEBETEABTRIARKE
TARE ] - REBKHEKRRKEHE5
HE  EBUAETEE X METWIEAD
AIREMEEEETENNEER - AR
BILEETLEN  BEERAEAEBATH
EEERILTEX

AEBBRE I EINEE HEREK - T8 B
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R EAINERER o
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29.

FINANCIAL RISK MANAGEMENT (Continued)

Interest rate risk

Interest rate risk relates to the risk that the fair value or cash flows
of a financial instrument will fluctuate because of changes in market
interest rates. As at 31 December 2012, the Group’s exposure to
market risk for changes in interest rates related primarily to the
Group’s short-term bank borrowings which were arranged at floating
interest rates. The interest rate and repayment terms of the secured
short-term bank borrowings outstanding at 31 December 2012 are
disclosed in note 23. The Group does not have any significant
exposure to interest rate risk as at 31 December 2013 as the
Group does not have any bank borrowing as at that date.

The following table illustrates the sensitivity of the Group’s profit for
the year, and other components of equity at 31 December 2012
due to a possible change in interest rates on its floating rate short-
term bank borrowings with all other variables held constant (in
practice, the actual trading results may differ from the sensitivity
analysis below and the difference could be material):

29.

REAFEEEFRAE

SREEER(Z)

FIZ=E %
FERBEEBRITANATFERRERA
TIHF| RSB MK ENH R ° R 20124F 12
A318  AEBEASIHNHNEEEHTHISER
FTEEANEBHNEHRITEE (REEFI=
sHE)ERE - 2012412 A 31 HiHAEE
e EFEHRTEEN R REZBERR
MizE23 R i FE - BN AKER2013F 12 A
31 A EEARTEE @ MAKERZB
WA ERFRER

TRINAAEERARFEE GEF KR 2012 F
12 A 31 AE=E N HAMIEE B2 B 8R
TIEENF R REEBMHRE - MATE
Htr#RXRFTLE  MEBE L BF
B ZEET AL BIR A T S E 24T
BEBEAEBEX :

2012
20124
HK$'000
FET

Increase/(Decrease) in profit for the year and  fEREEF| R R ZEFIEI0GEd)

retained profits
Increase/Decrease in basis points (“bp”) EEh(TER g, md

+50 bp +B0E T, (27)
-50 bp —50EE, 27

The above sensitivity analysis is prepared based on the assumption
that the borrowings as at 31 December 2012 existed throughout
the whole financial year.

The assumed changes in interest rates were considered to be
reasonably possible based on observation of current market
conditions and represented management’s assessment of a
reasonably possible change in interest rates over the next twelve
month period.
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29. FINANCIAL RISK MANAGEMENT (Continuead)

Credit risk

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

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

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

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

As at 31 December 2013, approximately 20% (2012: 31%) and
53% (2012: 62%) of the trade receivables was due from the
Group’s largest customer and the five largest customers
respectively. The Group has been actively seeking new customers
to reduce the risk of over-reliance on those customers. Please refer
to note 20 for further details of the Group’s exposures to credit risk
on trade receivables.

Liquidity risk

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

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

Analysed below is the Group’s and the Company’s remaining
contractual maturities for its financial liabilities as at 31 December
2013 and 2012. When the creditor has a choice of when the liability
is settled, the liability is included on the basis of the earliest date on
when the Group and the Company can be required to pay. Where
the settlement of the liability is in instalments, each instalment is
allocated to the earliest period in which the Group and the
Company is committed to pay.

29.

EREREER(E)

{EEE b
FERBESRIANHTFIRERTE
RTAGFETHETLEHAKERT
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ARBEREERBRABEARAEAR
HNHEFHIRS - RREREEERR -
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BERBRRNTERAEREAEENEER
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R2013F 12 A31H » AEEE FEKFKTE
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RHESRKFEEERBRNFE A
Bf5E20 °
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RBECRAREARNKERERBITUNRE
IrE—eMEERENESRBEBERBER
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29. FINANCIAL RISK MANAGEMENT (Continueq) 20. £REEEME(Z)
Liquidity risk (Continued) mENE S EE(E
Group XEE

At 31 December 2013
#2013%12A318

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

ANERE
REREF ~ER A +=@A RAGIRAEER AREE

HK$’000 HK$°000 HK$’000 HK$°000 HK$’000
FET FET FET FET FET

Trade and other payables & 5 REMERNTRIE 24,255 21,744 6,835 52,834 52,834

At 31 December 2012
12012612 A31H

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

REREF NMEAR +=1@A RENER A BREE
HK$'000 HK$°000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
Trade and other payables B 5 R H MR RIE 17,826 22,152 - 39,978 39,978
Short-term bank borrowings EHRITEE — 6,599 - 6,599 6,574
17,826 28,751 = 46,577 46,552

Company AT

At 31 December 2013
#2013512A31H
Total
Within 6 months to  undiscounted Carrying
On demand 6 months 12 months amount amount
~EAE

REREF ~ERAA +={ER RAGERAEER RRE{E
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FET FET FHET FET FEiT
Trade and other payables B 5 R E M RERFRIE 932 - - 932 932
Amounts due to subsidiaries FE KT R Al FRIE 11 - - 11 11
943 - - 943 943
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29. FINANCIAL RISK MANAGEMENT (Continued)

Liquidity risk (Continued)
Company (Continueq)

20. £REEEME(Z)
RENESEM(E
ARAT(#)

At 31 December 2012
720126124318

Total
Within -~ 6 months to undiscounted Carrying
On demand 6 months 12 months amount Amount
NEAE
REE SR NMEAR +=1@A REGIR 4ERE BREE
HK$'000 HK$000 HK$'000 HK$'000 HK$'000
FHET FET FET FHET FET
Trade and other payables B 5 R EMRERFIE — 1,895 — 1,895 1,895
Amount due to a subsidiary FE—FEKT B A R IE 23,399 — — 23,399 23,399
23,399 1,895 — 25,294 25,294
Financial guarantees issued B 2 B s HE(R
Maximum amount guaranteed EREE LR 6,574 — — 6,574 -
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30.

CAPITAL MANAGEMENT

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

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

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

30.

REAFEEEFRAE

BExER

AEEEREEAN  UHEARAEENER
ARERE  RARESERER AT
& RENERUARER - AEEME
BRENAFEBEFRERTE -

AEERAGNERVBEREBEELAS
e ARBRERLERAES MABEE
MR EREARBLFEHAE -
REFRAREARE  AKEAERAE
RN TERROBEEHE EREATRR -
BITHBR MBI EEERE

REFERHNEELRDT

Short-term bank borrowings REIRTTIEE
Equity &N
Gearing ratio Bfatk®

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

XEH
2013 2012
20134 20124
HK$°000 HK$000
F#ET FEIT
- 6,574
53,955 57,806
0% 11%

AEEMNEERERRENRGBLER - I
ERFRARBEFEED -
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