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2011 ANNUAL RESULTS

The board of directors of the Company (the “Board”) announces the audited consolidated
results of the Company and its subsidiaries (collectively referred to as the “Group”) as
follows:

CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2011

2011 2010
Notes HK$’000 HK$’000
Revenue 8 - -
Other income 9 91 54
Loss on deconsolidation of a subsidiary 27 - (25)
Administrative expenses (3,974) (5,432)
Loss from operations (3,883) (5,403)
Finance costs 10 (2,447) (1,089)
Loss before tax (6,330) (6,492)
Income tax expense 11 - -
Loss for the year 12 (6,330) (6,492)
Loss per share 16
Basic (4.09 cents) (4.19 cents)
Diluted N/A N/A




CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2011

2011 2010
HK$’000 HKS$’000
Loss for the year (6,330) (6,492)
Other comprehensive income
Release of reserve upon deregistration of
a subsidiary in previous year - 280
Total comprehensive expense for the year (6,330) (6,212)
Total comprehensive expense attributable to owners of
the Company (6,330) (6,212)




CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At 31 December 2011

2011 2010
Notes HK$’000 HKS$’000
NON-CURRENT ASSETS
Property, plant and equipment 17 1,748 1,801
Prepaid lease payments 18 13,329 13,710
15,077 15,511
CURRENT ASSETS
Prepaid lease payments — current portion 18 381 381
Prepayment, deposits and other receivables 19 59 58
Bank balances and cash 20 16 19
456 458
CURRENT LIABILITIES
Trade payables 21 100 100
Other payables and accruals 21 5,089 4,198
Amounts due to directors 22 4,572 4,764
Bank overdrafts 23 2,123 2,272
Bank and other borrowings 24 26,479 21,135
38,363 32,469
NET CURRENT LIABILITIES (37,907) (32,011)
NET LIABILITIES (22,830) (16,500)
CAPITAL AND RESERVES
Share capital 26 15,480 15,480
Reserves (38,310) (31,980)
(22,830) (16,500)




CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2011

Enterprise
Share Contributed  expansion Translation Accumulated
Share capital ~ premium surplus fund reserve losses Total
HK$'000  HK$'000  HK$000  HK$°000  HKS$'000  HK$'000  HKS$000
(Note 26) (Note a) (Note b)
At 1 January 2010 15,480 50,091 710 445 (165) (76,569) (10,008)
Loss for the year - - - - - (6,492) (6,492)
Other comprehensive (expense)
income
Release of reserve upon
deregistration of a subsidiary
in previous year - - - (445) 165 280 -
Total comprehensive (expense)
income for the year - - - (445) 165 (6,212) (6,492)
At 31 December 2010 15,480 50,091 710 - - (82,781) (16,500)
Loss for the year, representing total
comprehensive expense for the year - - - - - (6,330) (6,330)
At 31 December 2011 15,480 50,091 710 - - (89,111) (22,830)

Notes:

(a)  The contributed surplus represents the excess of the fair value of the subsidiaries’ shares acquired pursuant
to the reorganisation on 22 January 1998, over the nominal value of the Company’s shares issued in
exchange.

(b)  The enterprise expansion fund is maintained, and annual allocations to the fund are made, in accordance
with the Joint Venture Law of the PRC.



CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2011

OPERATING ACTIVITIES

Loss before tax

Adjustments for:
Interest expenses
Depreciation of property, plant and equipment
Loss on deconsolidation of a subsidiary
Amortisation of prepaid lease payments
Waiver of a director’s emolument

Operating cash flows before movements in working capital
Increase in prepayment, deposits and other receivables
Increase in other payables and accruals

(Decrease) increase in amounts due to directors

Cash used in operations
Income tax paid

NET CASH USED IN OPERATING ACTIVITIES

INVESTING ACTIVITIES
Purchases of property, plant and equipment
Net cash outflow from deconsolidation of a subsidiary

NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES
Interest paid
Proceeds from other borrowings

NET CASH FROM FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT 1 JANUARY

CASH AND CASH EQUIVALENTS AT 31 DECEMBER,
represented by:

Bank balances and cash
Bank overdrafts
Bank revolving loan

2011 2010
HKS$’000 HK$’000
(6,330) (6,492)
2,447 1,089
53 55

- 25

381 381
(91) -
(3,540) (4,942)
1) (11)

891 470
(101) 297
(2,751) (4,186)
(2,751) (4,186)
- (15)
- (147)
- (162)
(603) (454)
3,500 2,000
2,897 1,546
146 (2,802)
(12,753) (9,951)
(12,607) (12,753)
16 19
(2,123) (2,272)
(10,500) (10,500)
(12,607) (12,753)




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

1.

GENERAL INFORMATION

Victory Group Limited (the “Company”) was incorporated in Bermuda as an exempted company with
limited liability under the Companies Act of Bermuda. The Company’s shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The trading of Company’s shares has been
suspended since 27 September 2006. The Stock Exchange announced that effective from 18 December
2008, the Company will be placed into the third stage of the delisting procedures in accordance with
Practice Note 17 to the Rules Governing the Listing of Securities on The Stock Exchange (the “ Practice
Note 177). Practice Note 17 formalises the procedures to be adopted in dealing with long suspended
companies.

On 28 October 2011, the listing committee of the Stock Exchange (the “Listing Committee”) agreed to
allow the Company to proceed with the revised resumption proposal dated 24 October 2011, subject to
compliance with the resumption conditions as stated in the Company’s announcement dated 31 October
2011, to the satisfaction of the Listing Division by 14 January 2012 (the “Resumption Conditions”). On 14
February 2012, the Stock Exchange agreed to extend the deadline for meeting the Resumption Conditions
from 14 January 2012 to 5 June 2012. As soon as practicable upon satisfaction of all the Resumption
Conditions, trading in the shares will be resumed.

The registered office of the Company is Clarendon House, 2 Church Street, Hamilton HM11, Bermuda.
The principal place of business of the Company is Suite 1609, New East Ocean Centre, 9 Science Museum
Road, Tsimshatsui East, Kowloon, Hong Kong.

In the opinion of the directors of the Company (the “Directors”), the parent and ultimate controlling party
of the Company is Winsley Investment Limited (“Winsley”) which is incorporated in Hong Kong.

The consolidated financial statements are presented in Hong Kong dollars (“HKD”), which is also the
functional currency of the Company.

The Company and its subsidiaries (collectively referred to as the “Group”) were principally engaged in
the investment holding and property holding during this year. The Group had not generated any revenue
during the years ended 31 December 2011 and 31 December 2010.

BASIS OF PREPARATION OF THE CONSOLIDATED FINANCIAL STATEMENTS

The Group incurred a consolidated loss of approximately HK$6,330,000 for the year ended 31 December
2011 and, as of that date, the Group had consolidated net current liabilities and net liabilities of
approximately HK$37,907,000 and HK$22,830,000 respectively.

In the opinion of the Directors, the Group is able to maintain itself as a going concern in the coming year
by taking into consideration the arrangements which include, but are not limited to, the followings:

1. The Directors are under negotiation with the lenders and prospective external financial resources
providers for the rearrangement of the defaulted other borrowings. Relevant details are set out in
Note 24 to the consolidated financial statements; and

2. The Directors are considering various alternatives to strengthen the capital base of the Company
through various fund raising exercise, including not limited to, a private placement and an open
offer of new shares of the Company.



Based on the aforesaid measures, the Directors are satisfied that it is appropriate to prepare these
consolidated financial statements for the year ended 31 December 2011 on a going concern basis. The
consolidated financial statements do not include any adjustments relating to the carrying amount and
reclassification of assets and liabilities that might be necessary should the Group be unable to continue as
a going concern.

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

In the current year, the Group has applied the following new and revised HKFRSs issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”).

Amendments to HKFRSs Improvements to HKFRSs issued in 2010
Hong Kong Accounting Standard Related Party Disclosures
(“HKAS”) 24 (as revised in 2009)
Amendments to HKAS 32 Classification of Rights Issues
Amendments to HK(IFRIC) — Int 14 Prepayments of a Minimum Funding Requirement
HK(FRIC) — Int 19 Extinguishing Financial Liabilities with Equity Instruments

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

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

The amendments to HKAS 1 clarify that an entity may choose to disclose an analysis of other
comprehensive income by item in the statement of changes in equity or in the notes to the financial
statements. In the current year, for each component of equity, the Group has chosen to present such an
analysis in the statement of changes in equity. The revised standard has no impact on the consolidated
financial statement of the Group.

HKAS 24 Related Party Disclosures (as revised in 2009)

HKAS 24 (as revised in 2009) clarifies and simplifies the definitions of related parties. The new
definitions emphasise a symmetrical view of related party relationships and clarify the circumstances
in which persons and key management personnel affect related party relationships of an entity. The
revised standard also introduces an exemption from the general related party disclosure requirements
for transactions with a government and entities that are controlled, jointly controlled or significantly
influenced by the same government as the reporting entity. The accounting policy for related parties has
been revised to reflect the changes in the definitions of related parties under the revised standard. The
revised standard has no financial impact on the Group. Details of the related party transactions, including
the related comparative information, are included in Note 30 to the financial statements.



The Group has not early applied the following new or revised HKFRSs that have been issued but are not

yet effective:

Amendments to HKFRS 7

HKFRS 9

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 13

Amendments to HKAS 1
Amendments to HKAS 12
HKAS 19 (as revised in 2011)
HKAS 27 (as revised in 2011)
HKAS 28 (as revised in 2011)

Disclosures — Transfers of Financial Assets'

Disclosures — Offsetting Financial Assets and Financial
Liabilities?

Mandatory Effective Date of HKFRS 9 and Transition
Disclosures?

Financial Instruments?

Consolidated Financial Statements?

Joint Arrangements?®

Disclosure of Interests in Other Entities?

Fair Value Measurement?

Presentation of Items of Other Comprehensive Income?

Deferred Tax: Recovery of Underlying Assets*

Employee Benefits?

Separate Financial Statements?

Investment in Associates and Joint Ventures?

Amendments to HKAS 32 Presentation — Offsetting Financial Assets and Financial
Liabilities®

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

Effective for annual periods beginning on or after 1 July 2011
Effective for annual periods beginning on or after 1 January 2013
Effective for annual periods beginning on or after 1 January 2015
Effective for annual periods beginning on or after 1 January 2012
Effective for annual periods beginning on or after 1 July 2012
Effective for annual periods beginning on or after 1 January 2014

[ Y O S

Amendments to HKFRS 7 Disclosures — Transfers of Financial Assets

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

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

Amendments to HKAS 32 Offsetting Financial Assets and Financial Liabilities and amendments to
HKFRS 7 Disclosures — Offsetting Financial Assets and Financial Liabilities

The amendments to HKAS 32 clarify existing application issues relating to the offsetting requirements.
Specifically, the amendments clarify the meaning of “currently has a legally enforceable right of set-off”
and “simultaneous realisation and settlement”.

The amendments to HKFRS 7 require entities to disclose information about rights of offset and related
arrangements (such as collateral posting requirements) for financial instruments under an enforceable
master netting agreement or similar arrangement.

The amended offsetting disclosures are required for annual periods beginning on or after 1 January 2013
and interim periods within those annual periods. The disclosures should also be provided retrospectively
for all comparative periods. However, the amendments to HKAS 32 are not effective until annual periods
beginning on or after 1 January 2014, with retrospective application required.



HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for the classification and measurement of financial
assets. HKFRS 9 amended in 2010 includes the requirements for the classification and measurement of
financial liabilities and for derecognition.

Key requirements of HKFRS 9 are described as follows:

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

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

The Directors anticipate that the adoption of HKFRS 9 in the future may not have significant impact on
the Group’s financial assets and financial liabilities.

New and revised Standards on consolidation, joint arrangements, associates and disclosures

In June 2011, a package of five standards on consolidation, joint arrangements, associates and disclosures
was issued, including HKFRS 10, HKFRS 11, HKFRS 12, HKAS 27 (as revised in 2011) and HKAS 28 (as
revised in 2011).

Key requirements of these five standards are described below.

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

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



In addition, joint ventures under HKFRS 11 are required to be accounted for using the equity method
of accounting, whereas jointly controlled entities under HKAS 31 can be accounted for using the equity
method of accounting or proportionate accounting.

HKFRS 12 is a disclosure standard and is applicable to entities that have interests in subsidiaries, joint
arrangements, associates and/or unconsolidated structured entities. In general, the disclosure requirements
in HKFRS 12 are more extensive than those in the current standards.

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

The Directors anticipate that the application of these five standards would not have significant impact on
amounts reported in the consolidated financial statements.

HKFRS 13 Fair Value Measurement

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

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

Amendments to HKAS 1 Presentation of Items of Other Comprehensive Income

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

The amendments to HKAS 1 are effective for annual periods beginning on or after 1 July 2012. The

presentation of items of other comprehensive income will be modified accordingly when the amendments
are applied in the future accounting periods.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards issued by the HKICPA. In addition, the consolidated financial statements include
applicable disclosures required by the Rules governing the Listing of Securities on the Stock Exchange
and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the historical cost basis, as explained in the
accounting policies set out below. Historical cost is generally based on the fair value of the consideration
given in exchange for goods.

The principal accounting policies are set out below:

4.1

4.2

4.3

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and
entities controlled by the Company (its subsidiaries). Control is achieved where the Company has
the power to govern the financial and operating policies of an entity so as to obtain benefits from its
activities.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from the effective date of acquisition and up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies in line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.
Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents
amounts receivable for goods sold in the normal course of business, net of discounts and sales
related taxes.

Interest income from a financial asset is recognised when it is probable that the economic benefits
will flow to the Group and the amount of income can be measured reliably. Interest income from
a financial asset is accrued on a time basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to that asset’s net carrying amount on initial
recognition.

Leasing

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

The Group as lessee

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

In the event that lease incentives are received to enter into operating leases, such incentives are
recognised as a liability. The aggregate benefit of incentives is recognised as a reduction of rental
expense on a straight-line basis, except where another systematic basis is more representative of the
time pattern in which economic benefits from the leased asset are consumed.
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4.4

Leasehold land and building

When a lease includes both land and building elements, the Group assesses the classification of
each element as a finance or an operating lease separately based on the assessment as to whether
substantially all the risks and rewards incidental to ownership of each element have been transferred
to the Group, unless it is clear that both elements are operating leases in which case the entire lease is
classified as an operating lease. Specifically, the minimum lease payments (including any lump-sum
upfront payments) are allocated between the land and building elements in proportion to relative
fair values of the leasehold interests in the land element and building element of the lease at the
inception of the lease.

To the extent the allocation of the lease payments can be made reliably, interest in leasehold
land that is accounted for as an operating lease is presented as “prepaid lease payments” in the
consolidated statement of financial position and is amortised over the lease term on a straight-
line basis. When the lease payments cannot be allocated reliably between the land and building
elements, the entire lease is generally classified as a finance lease and accounted for as property,
plant and equipment, unless it is clear that both elements are operating leases, in which case the
entire lease is classified as an operating lease.

Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies
other than the functional currency of that entity (foreign currencies) are recorded in the respective
functional currency (i.e. the currency of the primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the dates of the transactions. At the end of the
reporting period, monetary items denominated in foreign currencies are retranslated at the rates
prevailing at that date. 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.
Non-monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of monetary items, and on the retranslation of
monetary items, are recognised in profit or loss in the period in which they arise, except for
exchange differences arising on a monetary item that forms part of the Group’s net investment in a
foreign operation, in which case, such exchange differences are recognised in other comprehensive
income and accumulated in equity and will be reclassified from equity to profit or loss on disposal
of foreign operation. Exchange differences arising on the retranslation of non-monetary items
carried at fair value are included in profit or loss for the period except for exchange differences
arising on the retranslation of non-monetary items in respect of which gains and losses are
recognised directly in other comprehensive income, in which cases, the exchange differences are
also recognised directly in other comprehensive income.

For the purposes of presenting the consolidated financial statements, the assets and liabilities of
the Group’s foreign operations are translated into the presentation currency of the Group (i.e.
Hong Kong dollars) at the rate of exchange prevailing at the end of the reporting period. Income
and expense items are translated at the average exchange rates for the period, unless exchange
rates fluctuate significantly during that period, in which case, the exchange rates prevailing at the
dates of the transactions are used. Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity under the heading of translation reserve.
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4.5

4.6

Retirement benefit costs and short-term employee benefits
(a)  Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme (“MPF”) are recognsied as an expense
when employees have rendered service entitling them to the contributions.

(b)  Short-term employee benefits

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

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

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

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

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

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 difference
and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred
tax assets arising from deductible temporary differences associated with such investments are
only recognised to the extent that it is probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences and they are expected to reverse in the
foreseeable future.

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

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
period in which the liability is settled or the asset is realised, based on tax rate (and tax laws) that
have been enacted or substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would

follow from the manner in which the Group expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities.
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4.7

4.8

Current and deferred tax is recognised in profit or loss, except when it relates to items that are
recognised in other comprehensive income or directly in equity, in which case, the current and
deferred tax is also recognised in other comprehensive income or directly in equity respectively.

Property, plant and equipment

Property, plant and equipment including building held for use in the production or supply of goods
or services, or for administrative purpose are stated in the consolidated statement of financial
position at cost less subsequent accumulated depreciation and accumulated impairment losses, if
any.

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

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

Impairment losses on tangible assets

At the end of the reporting period, the Group reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss, if any. When it is not possible to estimate the recoverable amount of
an individual asset, the Group estimates the recoverable amount of the cash-generating unit to which
the asset belongs. Where a reasonable and consistent basis of allocation can be identified, corporate
assets are also allocated to individual cash-generating units, or otherwise they are allocated to the
smallest group of cash-generating units for which a reasonable and consistent allocation basis can
be identified.

Recoverable amount is the higher of fair value 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 assessments of the time value of money and the risks
specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or a cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased
to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset (or a cash-generating unit) in prior years. A reversal of an impairment loss is
recognised as income immediately in profit or loss.

—14 -



4.9

4.10

Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event,
and it is probable that the Group will be required to settle that obligation, and a reliable estimate
can be made of the amount of the obligation. Provisions are measured at the best estimate of the
consideration required to settle the present obligation at the end of the reporting period, taking into
account the risks and uncertainties surrounding the obligation. Where a provision is measured using
the cash flows estimated to settle the present obligation, its carrying amount is the present value of
those cash flows (where the effect of the time value of money is material).

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

Financial instruments

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

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

Financial assets

The Group’s financial assets are loans and receivables. The classification depends on the nature and
purpose of the financial assets and is determined at the time of initial recognition. All regular way
purchases or sales of financial assets are recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial assets that require delivery of assets
within the time frame established by regulation or convention in the marketplace.

Effective interest method

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

Interest income is recognised on an effective interest basis for debt instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. Subsequent to initial recognition, loans and receivables
(including deposits and other receivables and bank balances and cash) are carried at amortised cost

using the effective interest method, less any identified impairment losses (see accounting policy on
impairment loss on financial assets below).
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Impairment of financial assets

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

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

- significant financial difficulty of the issuer or counterparty; or

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

- it becoming probable that the borrower will enter bankruptcy or financial re-organisation; or
- disappearance of an active market for that financial asset because of financial difficulties.

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

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

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets. Subsequent recoveries of amounts previously written-off are credited to profit or
loss.

For financial assets measured at amortised cost, if, in a subsequent period, the amount of
impairment loss decreases and the decrease can be related objectively to an event occurring after
the impairment losses was recognised, the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying amount of the asset at the date the impairment
is reversed does not exceed what the amortised cost would have been had the impairment not been
recognised.

Financial liabilities and equity instruments

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

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of the group

after deducting all of its liabilities. Equity instruments issued by the Group are recognised at the
proceeds received, net of direct issue costs.
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Effective interest method

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

Interest expense is recognised on an effective interest basis.
Other financial liabilities

Other financial liabilities including trade payables, other payables and accruals, amounts due to
directors, bank overdrafts and bank and other borrowings are subsequently measured at amortised
cost, using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue
costs.

Derecognition

The Group decognises a financial asset only when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial asset and substantially all the risks and rewards
of ownership of the asset to another entity. If the Group neither transfers nor retains substantially
all the risks and rewards of ownership and continues to control the transferred asset, the Group
continues to recognise the asset to the extent of its continuing involvement and recognises an
associated liability. If the Group retains substantially all the risks and rewards of ownership of a
transferred financial asset, the Group continues to recognise the financial asset and also recognises
a collateralised borrowing for the proceeds received.

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

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

The Group derecognises financial liabilities when, and only when, the Group’s obligations are

discharged, cancelled or expire. The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is recognised in profit or loss.
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4.11 Bank balances and cash

Bank balances and cash in the consolidated statement of financial position comprise cash at banks
and on hand and short-term deposits with a maturity of three months or less. Bank overdrafts and
bank revolving loan that are repayable on demand and form an integral part of the Group’s cash
management are also included as a component of cash and cash equivalents for the purpose of the
consolidated statement of cash flows.

4.12 Borrowing costs
Borrowing costs are recognised in profit or loss in the year in which they are incurred.
4.13 Related parties
A party is considered to be related to the Group if:
(a)  the party is a person or a close member of 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;

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

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

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

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

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

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

CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are described in Note 4 to the consolidated
financial statements, the Directors are required to make judgments, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods.

Critical judgment in applying the entity’s accounting policies
The following is the critical judgments, apart from those involving estimations (see below), that Directors

have made in the process of applying the entity’s accounting policies and that have the most significant
effect on the amounts recognised in the consolidated financial statements.
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Going concern consideration

The assessment of the going concern assumption involves making a judgment by the Directors, at a
particular point of time, about the future outcome of events or conditions which are inherently uncertain.
The Directors considers that the Group has the capability to continue as a going concern and the major
events or conditions, which may give rise to business risks, that individually or collectively may cast
doubt about the going concern assumption are set out in Note 2 to the consolidated financial statements.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation
uncertainty at the end of the reporting period, that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within the next financial year.

(a)

(b)

(c)

(d)

Useful lives of property, plant and equipment

In applying the accounting policy on property, plant and equipment with respect to depreciation,
management estimates the useful lives of various categories of property, plant and equipment
according to the industrial experiences over the usage of property, plant and equipment and also
by reference to the relevant industrial norm. When the actual useful lives of property, plant and
equipment due to the change of commercial environment are different from their estimated useful
lives, such difference will impact the depreciation charges and the amounts of assets written down
for future periods.

Estimated impairment losses for property, plant and equipment

The impairment losses for property, plant and equipment are recognised for the amounts by which
the carrying amounts exceed their recoverable amounts, in accordance with the Group’s accounting
policy. The recoverable amount is the greater of the fair value less costs to sell and the value-in-
use. The Group uses the appraised market value by independent qualified professional valuer in
determining an amount that is a reasonable approximation of the recoverable amount. Therefore, no
impairment loss in respect of property, plant and equipment was recognised for the year ended 31
December 2011.

Estimated impairment for receivables

The policy for the provision for impairment of receivables of the Group is based on the evaluation
of collectability and on management’s judgment. A considerable amount of judgment is required in
assessing the ultimate realisation of these receivables, including the current creditworthiness and the
collateral security. If the financial conditions of the borrowers of the Group deteriorate, resulting
in impairment of their ability to make repayments, additional provision may be required. If the
financial conditions of the borrowers of the Group, on whose account provision for impairment has
been made, are improved and no impairment of their ability to make payments were noted, reversal
of provision for impairment may be required.

Estimated impairment for prepaid lease payments

No impairment loss was made for the year ended 31 December 2011 were determined by an
independent qualified professional valuer. Such valuations were based on prices realised on actual
sales of comparable properties is made. Comparable properties of similar size, character and
location are analysed and carefully weighted against all the respective advantages and disadvantages
of each property in order to arrive at a fair comparison of values.
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6. FINANCIAL INSTRUMENTS
Categories of financial instrument:

(i) Financial assets

Loans and receivables
Deposits and other receivables
Bank balances and cash

(ii)  Financial liabilities

Other financial liabilities at amortised cost
Trade payables

Other payables and accruals

Amounts due to directors

Bank overdrafts

Bank and other borrowings

7. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

2011 2010
HKS$’000 HKS$°000
58 58

16 19

74 77

2011 2010
HK$’000 HKS$°000
100 100
5,089 4,198
4,572 4,764
2,123 2,272
26,479 21,135
38,363 32,469

The Group’s major financial instruments including deposits and other receivables, bank balances and cash,
trade payables, other payables and accruals, amounts due to directors, bank overdrafts and bank and other
borrowings. Details of the financial instruments are disclosed in respective notes. The risks associated
with these financial instruments include market risk (currency risks and interest rate risk), credit risk and
liquidity risk. The policies on how to mitigate these risks are set out below. The management manages
and monitors these exposures to ensure appropriate measures are implemented on a timely and effective

manner.

(a)  Market risk

There has been no change to the Group’s exposure to market risks or the manner in which it

manages and measures the risk.

(i) Currency risk

The Group operates in Hong Kong with most of the transactions denominated and settled in
HKD. The Group’s foreign currencies are mainly Japanese Yen (“JPY”). The Group has bank
balances and cash denominated in JPY as at 31 December 2011 and 2010.
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(1)

The carrying amounts of the Group’s foreign currencies denominated monetary assets at the
end of the reporting period are as follows:

2011 2010
HK$’000 HK$’000

Net financial assets
JPY 11 11

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

Sensitivity analysis
In the opinion of the management, the Group mainly exposes to the currencies of JPY.

The following table details the Group’s sensitivity to a 5% increase and decrease in HKD
against JPY. 5% (2010: 5%) is the sensitivity rate used when reporting foreign currency
risk internally to key management personnel and represents management’s assessment of
the reasonably possible change in foreign exchange rates. The sensitivity analysis includes
only outstanding foreign currency denominated monetary items, and adjusts their translation
at the end of the reporting period for a 5% (2010: 5%) change in foreign currency rates. A
positive number below indicates an increase in loss for the year and other equity where HKD
strengthen 5% (2010: 5%) against JPY. For a 5% (2010: 5%) weakening of HKD against
JPY, there would be an equal and opposite impact on the loss and other equity and the
balances below would be negative.

JPY Impact
2011 2010
HK$’000 HK$’000
Loss for the year 1 1

Interest rate risk

The Group is exposed to fair value interest rate risk in relation to fixed-rate borrowings
arising from other borrowings. The Group historically has not used any financial instrument
to hedge potential fluctuations in interest rates.

The Group is exposed to cash flow interest rate risk primarily arising from bank revolving
loan and bank overdrafts which carrying at floating interest rates. It is the Group’s policy to
keep it at floating rate of interest so as to minimise the fair value interest rate risk. If interest
rate had been 50 basis points higher or lower and all other variables were held constant, the
Group’s loss for the year would increase or decrease by approximately HK$63,000 (2010:
HK$63,000). This is mainly attributable to the Group’s exposure to interest rates on its
variable-rate bank revolving loan and bank overdrafts.
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(b)

()

Credit risk

As at 31 December 2011, the Group’s maximum exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge an obligation by the counterparties is arising from the
carrying amount of the respective recognised financial assets, mainly deposits and other receivables
and bank balances, as stated in the consolidated statement of financial position.

The credit risk on liquid funds is limited because the counterparties are banks with high credit
ratings assigned by international credit-rating agencies.

Liquidity risk

At 31 December 2011, the Group is exposed to liquidity risk as the Group had net current liabilities
and net liabilities of approximately HK$37,907,000 (2010: HK$32,011,000) and HK$22,830,000
(2010: HK$16,500,000) respectively.

The Group has planned to implement measure to improve its working capital position and net
financial position. Details of which are set out in Note 2 to the consolidated financial statements

The following table details the Group’s remaining contractual maturity for its financial liabilities.
For non-derivative financial liabilities, the table has been drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest date on which the Group can be required to pay.
The table includes both interest and principal cash flows.

Weighted Within Total
average 1 year or undiscounted Carrying
interest rate on demand cash flows amount
%0 HK$’000 HK$’000 HK$’000
2011

Trade payables - 100 100 100
Other payables and accruals - 5,089 5,089 5,089
Amounts due to directors - 4,572 4,572 4,572
Bank overdrafts 5.25 2,234 2,234 2,123

Bank and other borrowings:
— Bank revolving loan 3.70 10,889 10,889 10,500
— Other loans 18.12 18,874 18,874 15,979
41,758 41,758 38,363

Weighted Within Total
average 1 year or  undiscounted Carrying
interest rate on demand cash flows amount
% HK$’000 HK$’000 HK$’000
2010

Trade payables - 100 100 100
Other payables and accruals - 4,198 4,198 4,198
Amounts due to directors - 4,764 4,764 4,764
Bank overdrafts 5.25 2,272 2,272 2,272

Bank and other borrowings:
— Bank revolving loan 3.64 10,882 10,882 10,500
— Other loans 12 11,200 11,200 10,635
33,416 33,416 32,469
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10.

11.

(d) Fair values

The fair value of financial assets and financial liabilities is determined in accordance with generally
accepted pricing models based on discounted cash flow analysis.

The Directors consider that the carrying amounts of financial assets and financial liabilities
recorded at amortised cost in the consolidated financial statements approximate their respective fair
values.

REVENUE

The Group had no revenue during the years ended 31 December 2011 and 2010.

OTHER INCOME
2011 2010
HK$’000 HK$°000
Other income - 54
Waiver of a director’s emolument 91 -
91 54
FINANCE COSTS
Interest on bank and other borrowings wholly repayable within five years:
2011 2010
HK$’000 HK$°000
Interest on:
— Bank overdrafts 105 70
— Bank revolving loan 386 384
— Other loans (Note a) 1,956 635
2,447 1,089

Note:

(a)  Itincluded overdue interest for overdue loans from a third party and a financial institution amounted
to approximately HK$1,273,000 (2010: HK$635,000) and HK$362,000 (2010: Nil) respectively for
the year ended 31 December 2011.

INCOME TAX EXPENSE

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable profit for both years. No Hong
Kong profits tax has been provided in both years as the Group did not generate any assessable profits
arising in Hong Kong for the years ended 31 December 2011 and 2010.

Under the Law of the People’s Republic of China on Enterprise Income Tax (the “EIT Law”) and
Implementation Regulation of the EIT Law, the tax rate of the PRC subsidiary is 25% from 1 January 2008

onwards.

No profits taxes have been provided for the subsidiaries which are operating outside Hong Kong as these
subsidiaries have not generated any assessable profits in the respective jurisdictions.
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12.

13.

The income tax expense for the years can be reconciled to the loss before tax per the consolidated income

statement as follows:

2011 2010

HK$’000 HK$°000

Loss before tax (6,330) (6,492)
Tax at the applicable tax rate (1,050) (1,099)
Tax effect of income not taxable for tax purpose (15) )
Tax effect of expenses not deductible for tax purpose 950 889
Tax effect of tax losses not recognised 116 220
Tax effect of temporary differences not recognised (@8] (D)

Income tax expense for the year -

At the end of the reporting period, the Group has unused tax losses of approximately HK$128,138,000
(2010: HK$127,435,000). No deferred tax assets has been recognised in respect of the unused tax losses
due to the unpredictability of future income stream. The tax losses can be carried forward indefinitely.

LOSS FOR THE YEAR

Loss for the year has been arrived at after charging:

2011 2010
HK$’000 HK$’000
Auditor’s remuneration
— Audit services 400 200
— Other services 890 770
1,290 970
Amortisation of prepaid lease payments 381 381
Depreciation of property, plant and equipment 53 55
Operating lease payment 69 53
Staff costs (Note 13) 818 1,132
EMPLOYEES’ EMOLUMENTS (INCLUDING DIRECTORS’ EMOLUMENTS - NOTE 14)
2011 2010
HK$’000 HK$’000
Salaries, allowances and benefits in kind 790 1,094
Contributions to retirement benefits scheme 19 41
Provision (over-provision) for annual leave payments 9 3)
818 1,132
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14.

Of the five individuals with the highest emoluments in the Group, four (2010: three) were directors of
the Company whose emolument are included in the disclosures in Note 14 below. The emolument of the

remaining one (2010: two) individuals were as follows:

Salaries, allowances and benefits in kind

Contributions to retirement benefits scheme

2011 2010
HK$°000 HK$°000
150 270

5 14

155 284

The emoluments of each of the above employees were less than HK$1,000,000 during the two years ended

31 December 2011 and 2010.

During the two years ended 31 December 2011 and 2010, no emoluments was paid by the Group to the
highest paid individuals (including directors and employees) as an inducement to join or upon joining the
Group or as compensation for loss of office.

DIRECTORS’ EMOLUMENTS

The emoluments paid or payable to each of seven (2010: seven) directors were as follow:

2011

Executive directors
Mr. Chan Chun Choi (Note vii)
Ms. Lo So Wa Lucy (Note x)

Sub-total

Independent non-executive
directors

Mr. Leung Wai Tat, Henry
(Note i & ix)

Ms. Leung Wai Kei (Note ii)

Mr. Ip Ka Keung (Note iii)

Dr. Lam King Hang (Note iv)

Mr. Cheung Man Fu (Note vi)

Sub-total

Total

Salaries, Contributions

allowances to retirement

and benefits benefits
Fees  Waived fees Net fees in kind scheme Total
HKS$’000 HK$’000 HK$’000 HKS$’000 HKS$’000 HK$’000
6,500 (6,500) - - - -
100 - 100 - - 100
6,600 (6,500) 100 - - 100
42 (42) - - - -
58 - 58 - - 58
100 - 100 - - 100
50 - 50 - - 50
42 - 42 - - 42
292 (42) 250 - - 250
6,892 (6,542) 350 - - 350
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15.

16.

2010

Salaries, Contributions

allowances  to retirement

and benefits benefits
Fees  Waived fees Net fees in kind scheme Total
HKS$'000 HK$'000 HK$’000 HK$’000 HK$'000 HK$’000

Executive directors

Mr. Chan Chun Choi (Note vii) 6,500 (6,489) 11 - 11 22
Ms. Lo So Wa Lucy (Note x) 100 - 100 - - 100
Sub-total 6,600 (6,489) 111 - 11 122
Independent non-executive

directors
Mr. Leung Wai Tat, -

Henry (Note i & viii) 100 (Note viii) 100 - - 100
Ms. Leung Wai Kei (Note ii) 100 - 100 - - 100
Mr. Ip Ka Keung (Note iii) 95 - 95 - - 95
Dr. Lam King Hang (Note iv) 29 - 29 - - 29
Mr. Hong Po Kui, Martin (Note v) - - - - - -
Sub-total 324 - 324 - - 324
Total 6,924 (6,489) 435 - 11 446
Notes:

i) Mr. Leung Wai Tat, Henry was resigned on 3 June 2011.

ii) Ms. Leung Wai Kei was resigned on 1 August 2011.

iii)  Mr. Ip Ka Keung was appointed on 18 January 2010.

iv)  Dr. Lam King Hang was appointed on 1 June 2010.

V) Mr. Hong Po Kui, Martin was resigned on 11 January 2010.

vi)  Mr. Cheung Man Fu was appointed on 1 August 2011.

vii) In the year ended 31 December 2011, Mr. Chan Chun Choi agreed to waive emoluments of
approximately HK$6,500,000 (2010: HK$6,489,000) for the year ended 31 December 2011.

viii) Mr. Leung Wai Tat, Henry agreed to waive his emoluments of approximately HK$91,000 for the
year ended 31 December 2010 in 2011.

ix)  Mr. Leung Wai Tat, Henry agreed to waive his emoluments of approximately HK$42,000 for the
year ended 31 December 2011.

X) Ms. Lo So Wa Lucy is formerly known as Ms. Lu Su Hua.

During the two years ended 31 December 2011 and 2010, no emolument was paid by the Group to the
Directors as an inducement to join or upon joining the Group or as compensation for loss of office.

DIVIDEND

No dividend was paid or proposed for the year ended 31 December 2011, nor has any dividend been
proposed since the end of the reporting period (2010: Nil).

LOSS PER SHARE

The calculation of the basic loss per share attributable to owners of the Company is based on the
consolidated loss for the year attributable to owners of the Company of approximately HK$6,330,000
(2010: HK$6,492,000) and the weighted average of 154,801,160 (2010: 154,801,160) ordinary shares of
the Company in issue during the year.

No diluted loss per share has been presented as there was no dilutive potential ordinary share for the years
ended 31 December 2011 and 2010.
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17.

PROPERTY, PLANT AND EQUIPMENT

Leasehold Furniture Office Motor
Building improvements  and fixtures equipment vehicles Total
HKS$'000 HK$’000 HKS$'000 HKS$'000 HKS$000 HKS$'000

COST
At 1 Janvary 2010 2,661 69 567 1,121 2421 6,839
Additions - - - 15 - 15
At 31 December 2010, 1 January 2011 and

31 December 2011 2,661 09 567 1,136 2421 6,854
ACCUMULATED DEPRECATION
At [ January 2010 823 09 567 1,118 2,421 4,998
Provided for the year 43 - - 7 - 55
At 31 December 2010 and 1 January 2011 871 09 567 1,125 2421 5,053
Provided for the year 48 - - 5 - 53
At 31 December 2011 919 09 567 1,130 2421 5,106
CARRYING VALUES
At 31 December 2011 1,742 - - 6 - 1,748
At 31 December 2010 1,790 - - 11 - 1,801

The above items of property, plant and equipment are depreciated over their estimated useful lives and
after taking into account of their estimate residual value, using the straight-line basis at the following rates
per annum:

Building Over the shorter of the unexpired term of lease and its estimated
useful life

Leasehold improvements Over their expected useful lives or the term of the relevant lease
whichever shorter

Furniture and fixtures 20%-30%

Office equipment 20%-30%

Motor vehicles 30%

The Group’s building is situated in Hong Kong and is held on medium term lease.

At 31 December 2011, the Group’s building with carrying amount of approximately HK$1,742,000 (2010:
HK$1,790,000) has pledged to secure general banking facilities and other borrowings as set out in Note 24
to the consolidated financial statements.

The Directors appointed independent qualified professional valuers, Ascent Partners Transaction Service
Limited (“Ascent Partner”) to perform property valuations based on prices realised on actual sales of
comparable properties is made. Comparable properties of similar size, character and location are analysed
and carefully weighted against all the respective advantages and disadvantages of each property in order to
arrive at a fair comparison of values. The fair value of the building at 31 December 2011 is HK$2,830,000
(2010: HK$2,760,000). As a result, no impairment loss on the building was made for the years ended 31
December 2011 and 2010.
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19.

PREPAID LEASE PAYMENTS

HK$°000
COST
At 1 January 2010, 31 December 2010 and 31 December 2011 20,945
ACCUMULATED AMORTISATION AND IMPAIRMENT
At 1 January 2010 6,473
Amortisation for the year 381
At 31 December 2010 6,854
Amortisation for the year 381
At 31 December 2011 7,235
CARRYING VALUES
At 31 December 2011 13,710
At 31 December 2010 14,091
2011 2010
HK$’000 HK$’000

Analysed for reporting purposes as:
Current asset 381 381
Non-current asset 13,329 13,710

13,710 14,091

The Group’s prepaid lease payments is situated in Hong Kong and is held on medium term lease.

At 31 December 2011, the Group’s prepaid lease payments with carrying amount of approximately
HK$13,710,000 (2010: HK$14,091,000) has pledged to secure general banking facilities and other
borrowings as set out in Note 24 to the consolidated financial statements.

The Directors appointed independent qualified professional valuers, Ascent Partners to perform property
valuations based on prices realised on actual sales of comparable properties is made. Comparable
properties of similar size, character and location are analysed and carefully weighted against all the
respective advantages and disadvantages of each property in order to arrive at a fair comparison of
values. The fair value of the prepaid lease payments at 31 December 2011 is HK$23,570,000 (2010:
HK$21,940,000). As a result, no impairment loss on the prepaid lease payments was made for the years
ended 31 December 2011 and 2010.

PREPAYMENT, DEPOSITS AND OTHER RECEIVABLES

2011 2010

HK$’000 HKS$’000

Prepayment, deposits and other receivables 103 102
Less: Accumulated impairment loss on other receivables (44) (44)
59 58
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20.

21.

22.

Movement in the accumulated impairment loss on other receivables is as follows:

2011 2010
HK$’000 HK$°000
At 1 January and 31 December 44 44
The Group does not hold any collateral over these balances.
BANK BALANCES AND CASH
2011 2010
HK$’000 HK$’000
Bank balances and cash 16 19

Cash at banks earn interest at floating rates based on daily bank deposits rates.

Included in bank balances and cash in the consolidated statement of financial position are mainly the
following amounts denominated in a currency other than the functional currency of the entity to which
they relate:

2011 2010

000 000

JPY 127 127
TRADE PAYABLES / OTHER PAYABLES AND ACCRUALS

2011 2010

HK$’000 HK$’000

Trade payables 100 100

Other payables 2,327 2,197

Accruals 2,762 2,001

5,089 4,198

5,189 4,298

Aging analysis of trade payables based on the invoice date at the end of the reporting period is as follows:

2011 2010
HK$’000 HK$’000
Over 1 year 100 100

The fair values of the trade payables, other payables and accruals are approximate to their respective
carrying amounts at the end of the reporting period due to their short-term maturity.

AMOUNTS DUE TO DIRECTORS

The amounts due are unsecured, non-interest bearing and repayable on demand.
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24.

BANK OVERDRAFTS

2011 2010
HK$’000 HKS$’000
Bank overdrafts (2,123) (2,272)

The bank overdrafts carry interest at market rates of 5.25% (2010: 5.25%) per annum.

BANK AND OTHER BORROWINGS

2011 2010
HK$’000 HK$’000
Bank borrowings:
Secured bank revolving loan (Note i) 10,500 10,500
Other borrowings:
Secured loans from a third party (Note ii) 11,907 10,635
Secured loan from a financial institution (Note iii) 4,072 -
15,979 10,635
26,479 21,135

Notes:

(i1)

(iii)

The bank revolving loan bear interest at HIBOR plus 3.5% (2010: HIBOR plus 3.5%) per annum.

At 31 December 2011, the banking facilities of HK$14,000,000 (2010: HK$14,000,000) are
secured by the Group’s building and prepaid lease payments with an aggregate carrying amount
of approximately HK$15,452,000 (2010: HK$15,881,000), joint personal guarantee and corporate
guarantee to be executed by the director, Mr. Chan Chun Choi and the Company of HK$14,000,000
(2010: HK$14,000,000). At the end of the reporting period, the facilities were utilised by the Group
to the extent of approximately HK$10,500,000 (2010: HK$10,500,000).

At 31 December 2011, in respect of the loans with principal amounts of HK$10,000,000 are overdue
(the “Overdue Loans”), and the Group had already breached the repayment terms of the loans.
Pursuant to the loan agreements, interest will be charged on the outstanding amount of the Overdue
Loans until full repayment at the rate of 12% per annum. The Overdue Loans and the overdue
interest thereon are secured by a legal charge over the Group’s building and prepaid lease payments
with an aggregate carrying amount of approximately HK$15,452,000 (2010: HK$15,881,000).

On discovery of the breach, the Directors informed the lender and commenced renegotiation of
the terms of the loans with the lender. Up to the date of this report, the negotiations are still in
progress. In any event, should the lender calls for immediate repayment of the loans, the Directors
believe that adequate alternative sources of finance are available. Details of which are set out in
Note 2 to the consolidated financial statements. At 31 December 2011, the outstanding amounts are
approximately HK$11,907,000 (2010: HK$10,635,000).

During the year ended 31 December 2011, the Group borrowed a loan of HK$3,500,000 from a
financial institution with a monthly interest rate of 3%. Pursuant to the loan agreement dated 27
June 2011 entered into with a financial institution, the loan is used for general business purpose.
The loan and the interest thereon is secured by a legal charge over the Group’s building and prepaid
lease payments with an aggregate carrying amount of approximately HK$15,452,000, jointed and
personnel guarantee to be executed by the directors, Ms. Lo So Wa Lucy (formerly known as Ms.
Lu Su Hua) and Mr. Chan Chun Choi.
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26.

As the loan has been expired on 27 September 2011, the Group has already breached the repayment
terms of the loan and further interest could be charged on the outstanding sum at the rate of 3% per
month. On discovery of the breach, the Directors informed the lender and commenced renegotiation
of the terms of the loans with the lender. Up to the date of this report, the negotiations are still in
progress. In any event, should the lender calls for immediate repayment of the loans, the Directors
believe that adequate alternative sources of finance are available. Details of which are set out
in Note 2 to the consolidated financial statements. As at 31 December 2011, the outstanding
amount, which included the principal amount and the accumulated loan payable, is approximately
HK$4,072,000.

DEFERRED TAXATION

The followings are the major deferred tax liabilities and assets recognised and movements thereon during
the current and prior years:

Impairment
Accelerated loss of
tax prepaid lease
depreciation payments Total
HK$’000 HK$°000 HK$°000
At 1 January 2010, 31 December 2010 and
31 December 2011 565 (565) -
SHARE CAPITAL
Number of shares Amount
2011 2010 2011 2010
(Note a) HK$’000 HK$’000
(Note a)
Authorised:
At 1 January and 31 December
Ordinary shares of HK$0.1 each 500,000,000 500,000,000 50,000 50,000
Issued and fully paid:
At 1 January and 31 December
Ordinary shares of HK$0.1 each 154,801,160 154,801,160 15,480 15,480
Note:
(a)  Pursuant to the Company’s announcement dated 16 November 2011, the Directors have clarified

that the Company has not been increased or reduced the authorised share capital since 23 January
1998. However, as the authorised share capital was incorrectly stated in its annual reports for the
ten financial years ended 31 December 2010, interim reports for the six months ended 30 June
2002 to 30 June 2011 and monthly returns of equity issuer on movements in its securities for the
period from January 2009 to October 2011, all of the above information have been revised from
220,558,640 ordinary shares to 500,000,000 ordinary shares.
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28.

DECONSOLIDATION OF A SUBSIDIARY

Since the Directors considered that the control of the Company over Oriental Surplus Limited (“OSL®)
has been lost and accordingly failed to get access to their books and records subsequent to the year ended
31 December 2009. Therefore, OSL has not been consolidated in the Group’s consolidated financial
statements starting from 1 January 2010.

The net assets of OSL at the date of deconsolidation were as follows:

OSL
HK$’000
Net assets deconsolidated of:
Cash on hand 147
Bank borrowings (122)
Loss on deconsolidation of a subsidiary 25
Net cash outflow arising from deconsolidation:
Cash on hand (147)
OPERATING LEASES
The Group as lessee
2011 2010
HK$’000 HK$’000
Minimum lease payments paid under operating leases during the year:
— Premises 69 53

At the end of the reporting period, the Group had commitments for future minimum lease payments under
non-cancelable operating leases which fall due as follows:

2011 2010

HK$°000 HK$°000

Within one year 15 66
In the second to the fifth year inclusive - 14
15 80

The Group leases premises under an operating lease. The lease runs for an initial period of two years (2010:
two years), with an option to renew the lease at the expiry date or at dates mutually agreed between the
Group and the landlord. The lease does not include contingent rental.
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CONTINGENT LIABILITIES

At 31 December 2011, there were contingent liabilities in respect of the following:

(@)

(b)

On 4 September 2009, the Company has received a letter from a lawyer of Profit Fortune
International Limited (“Profit Fortune™). It stated that in relation to an agreement dated 9 November
2007 (“the Agreement”), it was agreed to implement a restructuring of the Company’s business
and for Profit Fortune to acquire a controlling interest in the Company. The Company has failed
to carry out its obligations under the Agreement, and made a new restructuring plan and thereby
failed to implement the Agreement and to bring about the necessary events for completion of the
same. As a result, Profit Fortune was considering claiming against the Company for the payment
of HK$76,440,000 together with the said expenses, and instituting legal proceedings against the
Company.

As there is no further action taken by Profit Fortune up to date of this report, base on the advice
from the legal counsel dated 27 March 2012, the Directors are of the opinion that the possibility of
an outflow of resources embodying economic benefits is remote.

Pursuant to the loan agreement dated 27 June 2011 entered into with a financial institution, a
loan of HK$3,500,000 together with the interest should be repaid on 27 September 2011. As the
Group failed to settle an outstanding amount as at 27 September 2011, the said outstanding amount
was charged to pay further interest and was outstanding up to the date of this report. The Group
breached the repayment terms of the loan. As a result, a claim may be made against the Group by
the financial institution for the immediate repayment of the principal amount and accrued interest
together with the said expenses, and instituting legal proceedings against the Group. Up to date of
this report, no legal action has taken by the financial institution.

MATERIAL RELATED PARTY TRANSACTIONS

(a)

(b)

Balances with directors:

2011 2010
HK$’000 HK$’000
Non-trade balances due to directors 4,572 4,764

Key management personnel compensation

Key management personnel of the Group in 2011 and 2010 included all directors of the Company
and details of their emolument are disclosed in Note 14 to the consolidated financial statement.

2011 2010

HK$’000 HK$’000

Fees, salaries, allowances and benefits in kind 350 435
Contributions to retirement benefits scheme - 11
350 446
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CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as a going
concern while maximising the return to shareholders through the optimisation of the debt and equity
balance. The Group’s overall strategy remains unchanged from prior year.

The capital structure of the Group consists of net debt, which includes the bank and other borrowings
disclosed in Note 24 to the consolidated financial statements, net of cash and cash equivalents and equity
attributable to owners of the Company, comprising issued share capital, reserves and accumulated losses.

The Directors are considering various alternatives to strengthen the capital base of the Company through
various fund raising exercise, including not limited to, a private placement and an open offer of new shares
of the Company.

PLEDGED OF ASSET

The Group had pledged its building and prepaid lease payments to secure banking facilities and other
borrowings granted to the Group at the end of the reporting period. The carrying values of the assets
pledged are as follows:

2011 2010

HK$’000 HK$°000

Building 1,742 1,790
Prepaid lease payments 13,710 14,091
15,452 15,881

CAPITAL COMMITMENT

On 1 June 2010, the Company entered into an agreement with Long Triumph Holdings Limited and Ms.
Leung Oi Lan Kit (collectively known as the “Vendors”) in relation to the sale and purchase of the entire
issued share capital of Jumbo Chance holdings limited and its wholly-owned subsidiary, Sky Dragon
(China) Trading Limited (the “Acquisition”). Details are set out in the Company’s announcements dated 4
June 2010, 25 June 2010, 29 September 2010, 29 November 2010, 31 January 2011 and 29 March 2011.

Capital commitments in respect of the Acquisition outstanding at each of the end of the reporting date not
provided for in the consolidated financial statements were as follows:

2011 2010
HK$’000 HKS$’000
Contracted for (Note) 50,000 50,000

Note:
On 3 January 2012, the Company and the Vendors entered into the fifth deed of variation, the parties

mutually agreed to vary the consideration from HK$50 million to HK$60 million. Up to this report date,
the Acquisition has not been completed.
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PARTICULARS OF SUBSIDIARIES

Particulars of subsidiaries at 31 December 2011 are as follows:

Name of subsidiary

Victory Group (BVI) Limited

Victory Motors Centre Limited

Victory Realty Limited

Hong Kong Waho Development
Limited

Waret Investment Limited

Victory H-Tech Company Limited

SRR R HRA A

Place of
incorporation/
registration and
operation

British Virgin Islands

Hong Kong

Hong Kong

Hong Kong

Hong Kong
Hong Kong

People’s Republic China

Nominal value of issued/

registered share capital

Ordinary shares of HK$100,000

Ordinary shares of HK$1,000
Non-voting deferred
HKS$3,000,000

Ordinary shares of HK$10,000

Ordinary shares of
HK$1,000,000

Ordinary shares of HK$2
Ordinary shares of HK$100,000

Paid up registered capital of
HK$10,000,000

Proportion ownership
interest held by the
Company

Direct Indirect
100% -

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

Principal activities

Investment holding

Investment holding

Inactive

Property holding

Inactive
Inactive

Inactive

None of the subsidiaries had any debt securities subsisting at the end of the year or at any time during the

year.
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STATEMENT OF FINANCIAL POSITION OF THE COMPANY

2011 2010
HK$’000 HK$’000
NON-CURRENT ASSETS
Plant and equipment 6 11
Interests in subsidiaries (Note a) - -
6 11
CURRENT ASSETS
Prepayments 1 -
Bank balances and cash 1 -
2 _
CURRENT LIABILITIES
Other payables and accruals 2,794 1,947
Amounts due to directors 1,712 1,903
Bank overdrafts 113 272
Other loan 4,072 -
8,691 4,122
NET CURRENT LIABILITIES (8,689) (4,122)
TOTAL ASSETS LESS CURRENT LIABILITIES (8,683) 4,111)
NON-CURRENT LIABILITIES
Amounts due to subsidiaries (Note b) 9,445 9,710
NET LIABILITIES (18,128) (13,821)
CAPITAL AND RESERVES
Share capital 15,480 15,480
Reserves (Note c) (33,608) (29,301)
(18,128) (13,821)
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Notes:

(a)

(b)
(c)

Interests in subsidiaries

Unlisted investment, at cost
Amounts due from subsidiaries

Less: Provision for impairment

The amounts due to subsidiaries are unsecured, interest free and repayable on demand.

Reserves

At 1 January 2010

Loss for the year, representing
total comprehensive expense for
the year

At 31 December 2010

Loss for the year, representing
total comprehensive expense for
the year

At 31 December 2011

Note:

2011 2010

HK$’000 HK$’000

76,310 76,310

85,176 83,702

161,486 160,012
(161,486) (160,012)

Share  Contributed Accumulated
premium surplus losses Total
(Note i)

HK$’000 HK$’000 HK$’000 HK$’000
50,091 64,809 (139,159) (24,259)

- - (5,042) (5,042)

50,091 64,809 (144,201) (29,301)

- - (4,307) (4,307)

50,091 64,809 (148,508) (33,608)

1) The contributed surplus represents the excess of the fair value of the subsidiary’s shares
acquired pursuant to the reorganisation on 22 January 1998, over the nominal value of the
Company’s shares issued in exchange.
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INFORMATION FROM THE INDEPENDENT AUDITOR’S REPORT

EXTRACT OF THE INDEPENDENT AUDITOR’S REPORT

“Basis for disclaimer of opinion

a.

Comparative figures

As previously explained in our report dated 30 March 2011 on the Group’s consolidated
financial statements for the year ended 31 December 2010, we were not provided with
sufficient evidence to enable us to assess as to whether the loss on deconsolidation of a
subsidiary included in the consolidated income statement of the Group were free from
material misstatements. We qualified our opinion on the Group’s consolidated financial
statements for the year ended 31 December 2010 in respect of this scope limitation
accordingly.

Any adjustments that might have been found necessary in respect of the above would
have had a consequential impact on the Group’s results for the year ended 31 December
2010 and the related disclosures made in the consolidated financial statements.

Fundamental uncertainty relating to going concern basis

The Group incurred a consolidated loss attributable to owners of the Company
of approximately HK$6,330,000 for the year ended 31 December 2011 and had a
consolidated net current liabilities and net liabilities of approximately HK$37,907,000
and HK$22,830,000, respectively as at 31 December 2011. In addition, as explained in
Note 24 to the consolidated financial statements, during the year ended 31 December
2011, certain other borrowings were overdue, the lenders can request immediate
repayment of the other borrowings with outstanding amount of approximately
HK$15,979,000. These conditions, along with other matters as set forth in Note 2 to the
consolidated financial statements, indicates the existence of a material uncertainty which
may cast significant doubt on the Group’s ability to continue as a going concern and
therefore it may be unable to realise its assets and discharge its liabilities in the normal
course of business.

As explained in the basis of presentation in Note 2 to the consolidated financial
statements, the consolidated financial statements have been prepared on a going concern
basis, the validity of which is dependent on (i) the successful outcome of the Group’s
ongoing negotiations with the lenders and prospective external financial resources
providers to bring in viable assets and/or projects to restructure its defaulted financial
obligations, and to solve the Group’s solvency position at any point of time (the
“Negotiations”) and (ii) the Group’s ability to have adequate cash flows to maintain its
business. Due to the uncertainty of the outcome of the Negotiations and the Group’s
ability to maintain adequate future cash flows, we were unable to ascertain whether the
assumptions made by the directors in preparing the consolidated financial statements on
a going concern basis are proper and appropriate.
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Should the Group be unable to continue to operate as a going concern, adjustments
would be necessary to reclassify all non-current assets as current assets, write down the
value of assets to their recoverable amounts and to provide for further liabilities which
may arise. The consolidated financial statements have not incorporated any of these
adjustments. However, the uncertainty surrounding the outcome of the Negotiations
and the Group’s future cash flows raises significant doubt about the Group’s ability
to continue as a going concern. We consider that appropriate disclosures have been
made in the consolidated financial statements concerning this situation, but we are
unable to obtain adequate evidence concerning the Group’s ability to meet any financial
obligations as when they fall due and we consider that this fundamental uncertainty
relating to whether the going concern basis is so extreme that we have disclaimed our
opinion.

Disclaimer of Opinion

Because of the significance of the matters described in the basis for disclaimer of opinion
paragraph, we do not express an opinion on the consolidated financial statements as to
whether they give a true and fair view of the state of affairs of the Group as at 31 December
2011 and of the loss and cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and as to whether the consolidated financial statements have
been properly prepared in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.”

MANAGEMENT DISCUSSION AND ANALYSIS
Results

The Group had no revenue for the year ended 31 December 2011. Net loss attributable to
owners of the Company for the year was approximately HK$6.33 million.

Business review

Comparing to last financial year, the decreased audited net loss for 2011 was primarily due
to a decrease of approximately HK$1.46 million of administrative expense and increase of
approximately HK$1.36 million of finance costs respectively. The reasons of increase in the
finance costs was increase of borrowing during the year.

During the year under review, the Group’s overall running cost had been sustained at its
minimal level through the strict cost control measures. The human resources had also been
maintained at the least possible status to generate maximum productivity. In brief, the cost

structure of the Group has always been successfully locked at the least possible efficient level.

During the year under review, the Group had no revenue for the year.
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Liquidity, financial resources and funding

The current ratio of the Group in 2011 was 0.01 (2010: 0.01). The Group’s gearing ratio,
resulting from a comparison of the total borrowings with issued capital was 2.48 (2010: 2.10).
Details of the Group’s exposure to credit risk, liquidity risk, currency risk, interest rate risk
and any related hedges are stated in note 7 to the consolidated financial statements.

During the year ended 31 December 2011, the Group borrowed a loan of HK$3,500,000 with
a monthly interest rate of 3%, pursuant to the loan agreement dated 27 June 2011 from a
financial institution for general business purpose. The loan and the interest thereon is secured
by a legal charge over the Group’s building and prepaid lease payments. Details of which are
set out in Note 12 to the consolidated financial statements.

At as 31 December 2011, the Group had no trade receivables (2010: Nil) and trade payables
amounted to HK$0.1 million (2010: HK$0.1 million). There had also been no inventories as at
31 December 2011 (2010: Nil).

As at 31 December 2011, the Group’s net current liabilities amounted to approximately
HK$37,907,000 (2010: HK$32,011,000) and net liabilities amounted to approximately
HK$22,830,000 (2010: HK$16,500,000). At the same day, the Group’s bank balances and cash
amounted to approximately HK$16,000 (2010: HK$19,000). The bank and other borrowings
at 31 December 2011 were approximately HK$26,479,000 (2010: HK$21,135,000).

Charge on assets

As at 31 December 2011, the Group had pledged building and prepaid lease payments with
an aggregate carrying amount of approximately HK$15,452,000 (2010: HK$15,881,000) to
secure banking facilities and other borrowings granted to the Group.

Significant investment held

The Group did not hold any significant investment during the year ended 31 December 2011.

Material acquisitions and disposals of subsidiaries and associated companies

The Group did not have any material acquisitions and disposals of subsidiaries and associated
companies during the year ended 31 December 2011.

Capital commitment

On 1 June 2010, the Company entered into an agreement with Long Triumph Holdings
Limited and Ms. Leung Oi Lan Kit (collectively known as the “Vendors”) in relation to the
sale and purchase of the entire issued share capital of Jumbo Chance holdings limited and its
wholly-owned subsidiary, Sky Dragon (China) Trading Limited (the “Acquisition”). Details
are set out in the Company’s announcements dated 4 June 2010, 25 June 2010, 29 September
2010, 29 November 2010, 31 January 2011 and 29 March 2011.
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Capital commitments in respect of the Acquisition outstanding at each of the end of the
reporting date not provided for in the consolidated financial statements was HK$50,000,000
(2010: HK$50,000,000).

On 3 January 2012, the Company and the Vendors entered into the fifth deed of variation, the
parties mutually agreed to vary the consideration from HK$50 million to HK$60 million. Up
to this report date, the Acquisition has not been completed.

Foreign currency exposure

The Group operates in Hong Kong with most of the transactions denominated and settled
in Hong Kong dollars (“HKD”). The Group’s foreign currencies are mainly Japanese Yen
(“JPY”). The Group has bank balances and cash denominated in JPY.

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

Human resources

As at 31 December 2011, the Group had a total of 5 employees. The remuneration was
linked to the financial results of the Group as well as the performance of individual staff.
The remuneration policies of the Group’s employees are subject to review regularly. Total
staff costs including directors’ remuneration, for the period amounted to approximately
HK$818,000 (2010: HK$1,132,000). On irregular but necessary basis, adequate on-job
training had been provided to staff in need.

Contingent liabilities

On 4 September 2009, the Company has received a letter from a lawyer of Profit Fortune
International Limited (“Profit Fortune”). It stated that in relation to an agreement dated
9 November 2007 (“the Agreement”), it was agreed to implement a restructuring of the
Company’s business and for Profit Fortune to acquire a controlling interest in the Company.
The Company has failed to carry out its obligations under the Agreement, and made a new
restructuring plan and thereby failed to implement the Agreement and to bring about the
necessary events for completion of the same. As a result, Profit Fortune was considering
claiming against the Company for the payment of HK$76,440,000 together with the said
expenses, and instituting legal proceedings against the Company.

As there is no further action taken by Profit Fortune up to date of this report, base on the

advice from the legal counsel dated 27 March 2012, the Directors are of the opinion that the
possibility of an outflow of resources embodying economic benefits is remote.

_41 -



Pursuant to the loan agreement dated 27 June 2011 entered into with a financial institution, a
loan of HK$3,500,000 together with the interest should be repaid on 27 September 2011. As
the Group failed to settle an outstanding amount as at 27 September 2011, the said outstanding
amount was charged to pay further interest and was outstanding up to the date of this report.
The Group breached the repayment terms of the loan. As a result, a claim may be made against
the Group by the financial institution for the immediate repayment of the principal amount
and accrued interest together with the said expenses, and instituting legal proceedings against
the Group. Up to date of this report, no legal action has taken by the financial institution.

Suspension of trading

As stated in the 2010 result announcement of the Company, trading of the Company’s shares
has been suspended since 27 September 2006. On 18 December 2008, the Listing Committee
of the Stock Exchange decided to place the Company in the third stage of the delisting
procedures in accordance with Practice Note 17 of the Listing Rules.

The Company submitted to the Stock Exchange its First Resumption Proposal dated 2 June
2010 and its Second Resumption Proposal dated 11 July 2011. On 15 July 2011, the Stock
Exchange provided the Company with a written acceptance of its Second Resumption
Proposal, subject to the Company’s compliance with the resumption conditions to the
satisfaction of the Listing Division. Due to certain material changes to the Company’s
resumption plans, the Company submitted a Third Resumption Proposal on 24 October
2011 to the Stock Exchange for approval. On 28 October 2011, the Listing Committee had
conditionally approved the Company’s Third Resumption Proposal.

The resumption is subject to a number of resumption conditions set out by the Stock Exchange
(“Resumption Conditions”). The deadline for the fulfillment of all of the Resumption
Conditions is 5 June 2012.

Future outlook

During the year 2011, the Company submitted further information in relation to the resumption
of trading in the Company’s shares to the Stock Exchange and the Listing Committee agreed
to allow the Company to proceed with the Third Resumption Proposal, subject to compliance
with the following Resumption Conditions to the satisfaction of the Listing Division. Upon
successfully reorganized, the Group will have adequate resources to continue with sustainable
business operations. The Board will use its best endeavors to look for new business and
investment opportunities with an aim to broaden the Group’s revenue stream and turn the
bottom-line around. The Board is confident to bring the Company back profitable once the
trading of the Company’s shares is resumed.

SCOPE OF WORK OF LO AND KWONG C.P.A. COMPANY LIMITED

The figures contained in the preliminary announcement of the Group’s results for the year
have been agreed by the Group’s auditor, Lo and Kwong C.P.A. Company Limited, to the
amounts set out in the Group’s consolidated financial statements for the year ended 31
December 2011. The work performed by Lo and Kwong C.P.A. Company Limited in this
respect did not constitute an assurance engagement in accordance with Hong Kong Standards
on Auditing, Hong Kong Standards on Review Engagements, or Hong Kong Standards on
Assurance Engagements issued by the Hong Kong Institute of Certified Public Accountants
and consequently, no assurance has been expressed by Lo and Kwong C.P.A. Company
Limited on the preliminary announcement.
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CORPORATE GOVERNANCE

The Group’s 2011 audited consolidated financial statements had been reviewed by the audit
committee of the Company (the “Audit Committee”), which comprises three independent
non-executive Directors, before they were duly approved by the Board under the
recommendation of the Audit Committee.

In the opinion of the Directors, the Company had complied with the code provisions as set out
in Appendix 14 of the Listing Rules throughout the accounting period covered by the 2011
annual report.

With the consent of the Audit Committee, the Board hereby confirms that, in the preparation
of the 2011 consolidated financial statements of the Company, the Directors, both collectively
and individually, applied such degree of skill, care and diligence as may reasonably be
expected of under the Rule 3.08 of the Listing Rules.

In addition to the above disclosures, the Company’s 2011 annual report also contains the
corporate governance report in compliance with all relevant recommendations laid down in
the “Corporate Governance Report” as set out in Appendix 23 of the Listing Rules.

ANNUAL GENERAL MEETING

It is proposed that the Annual General Meeting of the shareholders of the Company will be
held on a date to be fixed by the Board. Notice of Annual General Meeting will be published
and despatched to the shareholders in due course.

OTHER INFORMATION

All the financial and other related information required by the Listing Rules in relation to
the annual results announcement of the Company is published on the websites of The Stock
Exchange of Hong Kong Limited (www.hkex.com.hk) and the Company (www.victoryg.com).
The Annual Report will be despatched to shareholders and will be available on the websites of
the Stock Exchange and the Company in due course.

On behalf of the Board
Chan Chun Choi
Chairman and Managing Director

Hong Kong, 30 March 2012
As at the date hereof, the Board comprises Mr. Chan Chun Choi and Ms. Lo So Wa Lucy

(formerly known as Ms. Lu Su Hua), both of whom are executive directors; Mr. Ip Ka Keung,
Dr. Lam King Hang and Mr. Cheung Man Fu who are independent non-executive directors.
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