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Independent Review Report

ANDA

CPA Limited
REQHMEBMBRALE

TO THE BOARD OF DIRECTORS OF
C Y FOUNDATION GROUP LIMITED
(Incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages
3 to 28 which comprises the condensed consolidated statement of
financial position of C Y Foundation Group Limited (the “Company”)
and its subsidiaries (together, the “Group”) as at 30 September 2012
and the related condensed consolidated statement of comprehensive
income, condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six-month
period then ended, and a summary of significant accounting policies and
other explanatory notes. The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited require the preparation
of a report on interim financial information to be in compliance with the
relevant provisions thereof and Hong Kong Accounting Standard 34
“Interim Financial Reporting” (‘HKAS 34”) issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”). The directors
of the Company are responsible for the preparation and presentation
of this interim financial information in accordance with HKAS 34.
Our responsibility is to express a conclusion on this interim financial
information based on our review and to report our conclusion solely to
you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.
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Independent Review Report

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the
HKICPA. A review of interim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with
Hong Kong Standards on Auditing and consequently does not enable
us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information is not prepared, in all
material respects, in accordance with HKAS 34.

ANDA CPA Limited

Certified Public Accountants

Sze Lin Tang

Practising Certificate Number PO3614

Hong Kong, 30 November, 2012
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Unaudited Condensed Consolidated
Statement of Comprehensive Income

For the six months ended 30 September 2012
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Six months ended

30 September
BEAA=+HLEAEA
2012 2011
—E-=F —_E——F
(Unaudited) (Unaudited)
(REEX) (RiEETZ)
HK$’000 HK$'000
BT T BT T
REVENUE Iy &= 36,065 106,303
Cost of sales HHE KR (30,821) (70,537)
Gross profit EF 5,244 35,766
Other income H A YA 2,479 4,625
Selling and distribution costs $HE RO R AR (792) (2,043)
Administrative expenses THEERY (29,129) (44,428)
Loss from operations RELEEKZEE (22,198) (6,080)
Change in fair value of investment properties % & ¥ % 2 A A& 4,896 -
Exchange (loss)/gain & X (E18) ke (1,625) 1,962
Impairment of goodwill EERE (15,138) -
Finance costs % E A (719) (119)
Loss before tax MRBIAIEE (34,784) (4,237)
Income tax FriS®t (1,302 (1,447)
Loss for the period REARE BB (36,086) (5,684)
Other comprehensive (loss)/income: Hi2m| (FR) W
Change in fair value of owner-occupied EREREMERES
properties when transferred to BAMEZ A AFEES
investment properties - 13,122
Exchange differences on translating BREBEINSERBEE 2
foreign operations MW ZE (755) 2,617
Income tax relating to components of E 2w,
other comprehensive income ZABREFRISH = (3,281)
Other comprehensive (loss)/income THERBEEMEE
for the period, net of tax (F51|) W& (755) 12,458
Total comprehensive (loss)/income AHBEE (EHE),
for the period Wis 485 (36,841) 6,774




Unaudited Condensed Consolidated

Statement of Comprehensive Income

For the six months ended 30 September 2012

HE-Z——FAA=THILNER

AEBLERRESETEBER

Six months ended
30 September
BEAA=1+HLEAEA

2012 2011
—E-=F —_E——F
(Unaudited) (Unaudited)
(RBEZ) (REEZ)
Notes HK$’000 HK$'000
P 5T BT T BT T
Loss for the period attributable to: DT ALEERBEEE:
Owners of the Company KAEER A (36,084) (4,772)
Non-controlling interests EERRE R 2 912)
(36,086) (5,684)
Total comprehensive (loss)/income LTATEMKPEE2E
for the period attributable to: (B8) R EE:
Owners of the Company ViNNEIEZ RN (36,833) 7,633
Non-controlling interests R 8 (859)
(36,841) 6,774
Loss per share BREE
Basic and diluted (HK cents per share) HEARREE (FREIl) 8 (5.18) (0.68)




Unaudited Condensed Consolidated

Statement of Financial Position

As at 30 September 2012

HEEXREEARAFA
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SRS E-CZFRERE

AEBERERFEESM BRI K

RZE——FNA=TH

30 September 31 March
2012 2012
—E—_F —E——%F
hA=+AH =A=+—8H
(Unaudited) (Audited)
(REER) (K z=%)
Notes HK$’000 HK$'000
ik=s BET T BT
Non-current assets kRBEE
Investment properties AWM 10 179,712 175,752
Property, plant and equipment LIER S L 10 14,798 20,272
Intangible assets mILEE 332 338
Goodwil EE 11 - 15,138
194,842 211,500
Current assets REEE
Inventories FE 13,793 13,661
Trade and other receivables 5 N E b fEUGR 12 23,958 26,579
Current tax assets MBHIEEE 689 -
Bank and cash balances RIT RN B LR 13,451 19,725
51,891 59,965
Current liabilities wEBEE
Trade and other payables B 5 KN EAER R 13 33,176 30,473
Bank and other borrowings — secured RITRHEMES - FEA 14 3,069 15,305
Convertible notes Al AR E iR 15 18,358 -
Current tax liabilities mEHIEAE 477 395
55,080 46,173
Net current (liabilities)/assets RE (BEFHE) EEFE (3,189) 13,792
Total assets less current liabilities HEERRBAES 191,653 225,292
Non-current liabilities kREBERE
Deferred tax liabilities EEFHIEAE 29,016 27,941
NET ASSETS EEFE 162,637 197,351
Capital and reserves ERRf#HE
Share capital AR 7R 16 6,969 6,969
Reserves i 154,570 189,276
Equity attributable to owners of NARVEE ANE(hERS
the Company 161,539 196,245
Non-controlling interests FEIE AR R 1,098 1,106
TOTAL EQUITY R 162,637 197,351




Unaudited Condensed Consolidated
Statement of Changes in Equity

For the six months ended 30 September 2012
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Attributable to owners of the Company

LN PN, 1
Foreign
Asset currency Capital Non-
Share Share Capital  revaluation Other  translation  redemption Reserve  Accumulated controlling
capital premium reserve reserve reserve reserve reserve fund losses Total interests Total
BA RitER ERGE BEEMAR HbeE AERERE RARERRE HEe 2itEE #i  FRRER Eh
(Unaudited) ~ (Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) ited)
(%E%%) (REER) (REFR)  (REER)  (RERR) (REER)  (REER)  (REFR)  (REFR)  (REER)  (RERQ)  (RE%H)
HK$000 HK$000 HK$000 HK$000 HK$ 000 HK$ 000 HK$000 HK§ 000 HK$ 000 HK$ 000 HKS 000 HK$000
Lo BT SR o EETR BT BT BT YT Lo BT YR
(Note a) (Note b) (Note ¢)
(Hiita) (Hitb) (Hikc)
A1 Apri 2011 (Audited) RZE--%MA-H(E5%) 6,969 799,811 3 3,206 (655) 32,181 1,190 18 588,050) 254,890 2299 257,189
Total comprehensive income/{loss) for the period 7 8 - - - 9841 - 2,564 - - (#172) 7633 (859) 6,774
Recogniton of equity-settled i ik%i“'
share-based payment - - 1 - - - - - - 1 - 1
Lapse of share options BRELR - - [@) - - - - - 4 - - -
At 30 September 2011 —EAR=TH 6,969 799,811 - 13047 (555) 34745 1,190 13 (592,818) 262,524 1440 263,964
At 1 Apil 2012 (Audlted) 6,969 799,811 - 2613 655) 21,590 1,190 135 (661,568) 196,245 1,106 197,351
Total comprehensive loss for the period - - - - - (149) - - (36,084) (36,833) @ (36,841)
Issue of convertible notes (Note 15) - - 2121 - - - - - - 2121 - 2121
At 30 September 2012 6,969 799,811 2121 2613 655) 2684 1,190 135 (697,652) 161,639 1,098 162,637
Notes: B 3 -
(@) The capital reserve comprises (i) the fair value of the number of unexercised share  (a) BARBRIENVETARAEBZRITEBREZEE 2

options granted to employees of the Company and (i) the equity component of
the convertible note issued by the Company which is the difference between the
gross proceeds of the issue of the convertible notes and the fair value assigned
to the liability component, representing the conversion option for the holder to
convert the notes into equity.

Other reserve represents the difference between the consideration and the book
value of the identifiable assets, liabilities and contingent liabilities attributable to
the additional interest acquired in subsidiaries.

Pursuant to the relevant laws and regulations in the People’s Republic of China
(the “PRC"), certain subsidiaries established in the PRC are required to set aside
a portion of their profit after income tax. The reserve fund is restricted as to its
use.
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Condensed Consolidated

Statement of Cash Flows
For the six months ended 30 September 2012
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Six months ended
30 September
BEAA=THLAKEA

2012 2011
—E-—C—F —EB——F
(Unaudited) (Unaudited)
(REER) (RE&EFEZ)
HK$’000 HK$’000
}%ﬁ?, :F JT /E T :F JC
NET CASH USED IN MEEBRERAZ
OPERATING ACTIVITIES & 558 (19,466) (20,027)
NET CASH GENERATED FROM KREEHEEY
INVESTING ACTIVITIES R FE8 5,711 3,074
NET CASH GENERATED BMEITFELEY
FROM FINANCING ACTIVITIES R 7,530 5,653
NET DECREASE IN CASH AND iﬂﬁ&ﬁﬁ%{alﬁ B
CASH EQUIVALENTS WA E (6,225) (11,300)
CASH AND CASH EQUIVALENTS R zRE KBRS
AT BEGINNING OF PERIOD £EEH 19,725 36,638
EFFECT OF FOREIGN EXCHANGE INEEERE ) 2
RATE CHANGES ga (49) (1,047)
CASH AND CASH EQUIVALENTS REBRZRERRESEEEH
AT END OF PERIOD, LT3EERE
REPRESENTED BY
Bank and cash balances RITNIR e 8 13,451 24,291




Notes to the Unaudited Condensed
Consolidated Interim Financial Statements

For the six months ended 30 September 2012

1.

GENERAL INFORMATION

C Y Foundation Group Limited (the “Company”) is incorporated
in Bermuda as an exempted company with limited liability under
the Bermuda Companies Act. In the opinion of the directors of the
Company (“the Directors”), the Company’s controlling shareholder
is Luck Continent Limited, a company incorporated in the British
Virgin Islands. The addresses of the registered office and principal
place of business of the Company are Clarendon House, 2 Church
Street, Hamilton HM 11, Bermuda and 3503B-5, 35/F., 148
Electric Road, North Point, Hong Kong, respectively. The shares
of the Company are listed on The Stock Exchange of Hong Kong
Limited (“Stock Exchange”).

The principal activities of the Group are manufacturing and sale of
packaging products, operating digital entertainment business and
property investment.

BASIS OF PREPARATION

The unaudited condensed consolidated interim financial
statements (“Interim Financial Statements”) have been prepared in
accordance with HKAS 34 issued by HKICPA and the applicable
disclosure requirements of Appendix 16 of the Rules Governing the
Listing of Securities on the Stock Exchange.

The Interim Financial Statements do not include all the information
and disclosures required in a full set of financial statements,
and should be read in conjunction with the Group’s annual
consolidated financial statements for the year ended 31 March
2012 (“2012 Annual Report”).

The preparation of the Interim Financial Statements in conformity
with HKAS 34 requires management to make judgments,
estimates and assumptions that affect the application of policies
and reported amounts of assets and liabilities, income and
expenses on a year-to-date basis. Actual results may differ from
these estimates.

The accounting policies adopted in the preparation of the Interim
Financial Statements are consistent with those followed in the
preparation of 2012 Annual Report of the Company.
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Notes to the Unaudited Condensed

Consolidated Interim Financial Statements
For the six months ended 30 September 2012

3.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

In the current period, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (‘HKFRSs”)
issued by the HKICPA that are relevant to its operations and
effective for its accounting period beginning on 1 April 2012.
HKFRSs comprise Hong Kong Financial Reporting Standards;
Hong Kong Accounting Standards and Interpretations. The
adoption of these new and revised HKFRSs did not result
in significant changes to the Group’s accounting policies,
presentation of the Group’s financial statements and amounts
reported for the current and prior periods.

The Group has not applied new and revised HKFRSs that have
been issued but are not yet effective. The Group has already
commenced an assessment of the impact of those new and
revised HKFRSs but is not yet in a position to state whether these
new and revised HKFRSs would have a material impact on its
results of operations and financial position.

SEGMENT INFORMATION

For management purpose, the Group has three operating and
reportable segments as follows:

Packaging products - Manufacture and sale of packaging

business products
Digital entertainment — Provision of internet café licenses, online
business game tournament services and online

entertainment platforms
Property investment - Generation of rental income
The Group’s reportable segments are strategic business units
that offer different products and services. They are managed
separately because each business requires different technology
and marketing strategies.

The Group’s other operating segment represent the watch trading
business. This segment doesn’t meet any of the quantitative
thresholds for determining reportable segments. The information of
this other operating segment is included in the “other” column.
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Notes to the Unaudited Condensed
Consolidated Interim Financial Statements

For the six months ended 30 September 2012

AEELRERGRE PP B RRME

HE-Z——FNA=1HILEAR
4. SEGMENT INFORMATION (Continued) 4 DEER (&

BRLAD#zER2HMAT -

Information regarding the above segments is reported below.

DE R REREE

(a) Segment revenue, results and assets (a)

The following is an analysis of the Group’s revenue, results TRANEBIZA ZHHBEID 2 WS-
and assets by reportable segment: EEREEDN:

Packaging Digital
products  entertainment Property
business business investment Other Total
BREREY BERERH NERE Hit @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEER) (REEER) (REEER) (REEER) (REEER)
Six months ended BE-F——FNA=FHI
30 September 2012: AEA
Revenue from external REMPEF 2 Wi
customers 29,724 1,008 5,333 - 36,065
Segment results DHEE (30,123) (813) 3,331 - (27,605)
At 30 September 2012: R-F-—ZFNA=FH:
Segment assets NHEE 51,472 6,203 174,887 468 233,030
Six months ended BE-F——FNA=FHI
30 September 2011: AEA
Revenue from external RENPEF 2 Wi
customers 100,038 1,977 3941 347 106,303
Segment results DHEEE 10,908 (118) 1,445 (119) 12,116
At 31 March 2012: R-F-—ZF=f=+1—H:
Segment assets - audited NHEE-BFZ 70,267 2,725 175,752 468 249,212
There are no intersegment revenue between the reportable Her———Fr-"F——FNA=+H

segments for both six months ended 30 September 2011
and 2012.

IE7SIELA - BT 2455 R4 5 R -
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Notes to the Unaudited Condensed

Consolidated Interim Financial Statements RS EZEPLRES P HAR R R
For the six months ended 30 September 2012 HE-T——FNA=1+HINEAR
4. SEGMENT INFORMATION (Continued) 4. ’-\ﬁﬂﬁﬂ (,,/\)
(b) Reconciliation of reportable segment profit (b) AE2MHIPIEREER
or loss

Six months ended

30 September
BEAA=THLAKEA
2012 2011
—E--F T ——F
HK$’000 HK$'000
BT T ST T
(Unaudited) (Unaudited)
(REEZR) (REFEZ)
Reconciliation of reportable segment REAE ] 2o S8 48R
profit or loss for the period:
Total (loss)/profit of reportable segments ] 29 #F (E18) & F £ 58 (27,605) 12,116
Other unallocated and corporate loss EfRpie R{EEE (8,481) (17,800)
Consolidated loss for the period NEAR 2 7 A B8 (36,086) (5,684)
5. FINANCE COSTS 5 HMKER
Six months ended
30 September
BEAA=THLAKEA
2012 2011
—E——F —E——%F
HK$’000 HK$'000
BT T ST T
(Unaudited) (Unaudited)
(REER) (REFEZ)
Interest expenses on borrowings wholly BARAFRNEHEEZEEZ
repayable within five years: AMEFRX:
— Bank borrowings —RITIEE 57 98
— Other borrowing —HfhiEE 177 21
— Convertible notes (note 15) — AR EE (M15E15) 485 -

719 119
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Notes to the Unaudited Condensed
Consolidated Interim Financial Statements

For the six months ended 30 September 2012

6.

LOSS BEFORE TAX

The Group’s loss before tax for the period is stated after charging/

HE-Z——FAA=THILNER

6. BRBLAIER

AEELRERGRE PP B RRME

AEEZ REPEBRBATERE NG, (GEA)T

(crediting):— FIE= sk
Six months ended
30 September
BEAA=THLAEA
2012 2011
—E——F —T——%F
HK$’000 HK$’'000
BT T ST T
(Unaudited) (Unaudited)
(REER) (REFEZ)
After charging: ASHIBR -
Cost of inventories sold HEFERA 30,090 69,855
Depreciation of property, plant and equipment ¥ % « #22 MR EITE A K&
and amortisation of intangible assets B EESH 1,699 2,835
Loss on disposal of property, plant and HEME WS NEEZEBE
equipment - 29
Changes in fair value of derivative financial PTEemI Az AT EZE)
instruments - 829
Impairment of other receivables b U SRR E 176 -
Impairment of goodwill EERE 15,138 -
Property, plant and equipment written off Y EE - HEER AR AR A - 149
Operating lease rentals in respect of THREFIEEHERS
land and buildings 2,778 3,643
Directors’ remuneration i 2,889 3,250
Staff costs (including Directors’ remuneration) 8 T A (BIEEEHE) 14,236 20,906
And after crediting: WA -
Gain on disposal of property, plant and HEYE - HES AR 2 s
equipment (1,789) -
Change in fair value of investment properties KREWMEZ A FEE (4,896) -
Interest income F B U A (120) (1,872
Rental income on investment properties KREMEZ HeWARBEELE
less direct operating expenses of f 32694,000/8 70 (B &=
HK$694,000 (Six months ended —E——FNA=+H
30 September 2011: HK$789,000) 17518 A : 789,000 7T) (4,639) (3,152)
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Notes to the Unaudited Condensed
Consolidated Interim Financial Statements

PEEXEEARAR —FE-_E-=FHHEE

AEBERERGEE F M BHRRME

(a) Basic loss per share

The calculation of the basic loss per share is based on the
loss attributable to owners of the Company of approximately
HK$36,084,000 (Six months ended 30 September 2011:
HK$4,772,000) and the weighted average number of
696,871,032 (Six months ended 30 September 2011:
696,871,032, as adjusted to reflect the share consolidation
in September 2012) ordinary shares in issue during the
period.

For the six months ended 30 September 2012 HE-T——FNA=1+HINEAR
7. INCOME TAX 7. FiiE®
Six months ended
30 September
BZAA=+HIELAEA
2012 2011
—E-=F —T——%F
HK$’000 HK$'000
BET T PR T
(Unaudited) (Unaudited)
(REER) (REEZ)
Current tax: ANHEARR A -
— Hong Kong Profits Tax —BEBENEH - 1,369
— PRC Enterprise Income Tax —HREPEMEH 78 78
78 1,447
Deferred tax AT IE 1,224 -
1,302 1,447
No provision for Hong Kong profits tax is required since the Group FR A 7N 65 [ A 7 B 0 0 PR AR B s ) - AR ZE 1
has no assessable profit for the period. The amount provided for LEBFGHEE 22— FhLA=+H
the six months period ended 30 September 2011 was calculated WERE AR 8 IRZ AR ERTREF 2
at 16.5% based on the assessable profit for that period. Tax arising 16.5%T & o IR E M REA R E AL 2 BBV IRS
in other jurisdictions is calculated at the rates prevailing in the AVERER 2RI EGE - RIEFP B EREH
respective jurisdictions. Under the Law of the PRC on Enterprise % ([EMBRUE]) REMSREE RIS
Income Tax (the “EIT Law”) and Implementation Regulation of the RREMIAF B2 BB A R 2 B R A% M E EA R
EIT Law, the tax rate of subsidiaries of the Company in the PRC is 9 525% °
25% for both periods.
8. LOSS PER SHARE 8. BRE#E

() BREXEE

BRENEBEEIBEARDAEE AEGES
8 4936,084,0008 L (B E=-T ——F
NAZ=+HIEAMEA 4,772,000 T)
VA R AN HA PR B 85 97 3 @ % 2 N 39 2
696,871,032 (HE—-T——FNF =+
B 1E7< 18 A :696,871,0320% + 48 & LA &
MR T ——FhA#ETZROAEMN)
%o
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Notes to the Unaudited Condensed
Consolidated Interim Financial Statements

For the six months ended 30 September 2012

8.

10.

LOSS PER SHARE (Continued)

(b) Diluted loss per share

Diluted loss per share for the six months ended 30
September 2012 was not presented as the impact of
exercise of the convertible notes was anti-dilutive. There
were no potential dilutive ordinary shares outstanding for the
six months ended 30 September 2011.

HEZ

AEELRERGRE M B HRRME

E-_FAA=THIENER

8. BREE (&
(b) SRBEEE

REZEZZT——FAA=THIEREAR"
AT AT MR RE A REEZE -
EmEVGREEEE - REE-ZE——F
NAZ=Z+HIEANEAWERITEEEESS
AR

DIVIDENDS 9. BRE
The Directors do not recommend the payment of an interim REBEZZE——FAA=THLEAEA EFL

dividend for the six months ended 30 September 2012 (Six
months ended 30 September 2011: HK$NIl).

INVESTMENT PROPERTIES AND PROPERTY,
PLANT AND EQUIPMENT

BB EAP RS (B2

—Z——FhA

f‘f’EUi/\f.H g/%ﬁ)

10. REMERME BERZRE

Investment properties

Property, plant and equipment

REME ¥ BERZE
2012 2011 2012 2011
“E--F —Z2——F “E-CF —T——F
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REBER) (REERZ) (REER) (REEZ)
HK$’000 HK$'000 HK$’000 HK$'000
BETT BETT BETT BB
Carrying amounts ROA—BZEE:E
at 1 April (Audited) (8&%) 175,752 110,937 20,272 43,057
Exchange realignment I E (936) 4,114 23 19
Transfers B - 19,563 - (19,563)
Revaluation surplus at the date BEAMEEREAY
transferred from own-occupied Ry
properties - 13,122 -
Additions NE - - 1,316 3,226
Fair value gain AEEK R 4,896 - -
Depreciation nE - - (1,695) (2,835)
Disposals HE - - (5,118) (35)
Written off during the period FAZ HA P 4 5 - - - (149)
Carrying amounts RLAZTEZRESE
at 30 September (Unaudited) (REER) 179,712 147,736 14,798 23,720




C Y Foundation Group Limited Interim Report 2012/13

Notes to the Unaudited Condensed

Consolidated Interim Financial Statements
For the six months ended 30 September 2012 e

10. INVESTMENT PROPERTIES AND PROPERTY, 10.

11.

PLANT AND EQUIPMENT (Continued)

As at 30 September 2012, the Group has pledged the leasehold
land and buildings included in property, plant and equipment
having a net carrying amount of approximately HK$7,900,000
(31 March 2012: HK$13,142,000) to secure for general banking
facilities granted to the Group.

PEEXREEARAR —E--E-=FHHEE

AEBERE RS PR BHRRME

T-—FAA=THIAEA

REMERNE BRERRZE

(&

RZZE——FNA=FTRH AEEZDE KR
REANFIRE 254 A7,900,0008 T (==

——F=ZA=1+—H:13,142,000/8 1) 2 FHE+

HREFEEM - AEAREE AR T — AR IRT

8-

GOODWILL 1. B8

30 September 31 March
2012 2012
—E-=F —ET——F
hBA=+H =A=+—H
HK$’000 HK$’'000
BT T BT
(Unaudited) (Audited)
(REER) (&)

Cost: B
At beginning of the reporting period N Rk 107,467 107,416
Exchange realignment M 5 R - 220
Disposal of a subsidiary ST E A A = (169)
107,467 107,467

Impairments: A
At beginning of the reporting period iR =R 92,329 51,485
Exchange realignment W AR - 220
Impairment loss VEREN SR 15,138 40,793
Elimination on disposal of a subsidiary £ T a8 2 ) B i 8 = (169)
107,467 92,329
Carrying amounts: BRE S - 15,138

15



16

Notes to the Unaudited Condensed

Consolidated Interim Financial Statements

For the six months ended 30 September 2012

11. GOODWILL (Continued)

The Company’s subsidiary, Kingbox (Asia) Limited (‘Kingbox”)
engages in the manufacture and sale of packaging products
business (the “Segment”). Due to the difficult operating
environment of the Segment as a result of global economic

HE-Z——FAA=1THINEAR
11. & (&

AEELERGRE PP B HRRME

ARFMERARER (DM BERAR ([22])
NEHERHEBREMER ([Z0H]) &
REMEBTRERZ D 2B ERENE - 2%
DEZBMENTAAIEBENRS - AAREF

downturn, the profitability of the Segment would unlikely be RE WESSMEAZHTHEZ2RESEY

improved significantly. The directors of the Company consider that

the carrying amount of the remaining goodwill

1E7RME B A2 SR (E -

of approximately

HK$15,138,000, arising from the acquisition of Kingbox, was fully
impaired during the six months ended 30 September 2012.

12. TRADE AND OTHER RECEIVABLES

12. E5 K EAMEKRR

15,138,000 T REE —T——F L A=+H

30 September 31 March

2012 2012

—E—_F —E——4F

hBA=+H =A=+—H

HK$’000 HK$'000

BET T BT T

(Unaudited) (Audited)

(REER) (&%)

Trade receivables B 5’k 16,331 19,981
Other receivables H b U 3R 8,766 6,356
Less: Impairment loss R EEE (4,106) 4,112)
4,660 2,244

Deposits and prepayments Ze RTERR 13,156 14,543

Deposit paid for game software development — #ZEL EU (B 3 IR 2

and licenses BffiEe 30,000 30,000
43,156 44,543

Less: Impairment loss B OREE R (40,189) (40,189)
2,967 4,354

23,958 26,579




C Y Foundation Group Limited Interim Report 2012/13

PEEXREEARAA

SRS E-CZFRERE

Notes to the Unaudited Condensed

Consolidated Interim Financial Statements
For the six months ended 30 September 2012

12. TRADE AND OTHER RECEIVABLES (Continued)

(@)

The Group grants a credit period normally ranging from cash
on delivery to 90 days (year ended 31 March 2012: cash
on delivery to 90 days) to its trade customers. For those
customers who have established good relationships with the
Group, the credit period may be extended to 120 days.

At the end of the reporting period, the aging analysis of the

AEBERERGEE PR BHRRME

BE-T—FAA=TRINER

12. ESRHMEWR (&

@ AEE-—REFHEZIEPNTHERK
REQHAZEEHR (HEZT—=F=A
=+ —HILFE N FHERREWOH) -
REAEBMEYRIFERZEEMS =

EHIATREE120H ©

b R|MEHMK REBEREMEE ZEUK

trade receivables, based on invoice date, is as follows: TEH ZBRER DT IAT -
30 September 31 March
2012 2012
—E——F —E—-—4F
hA=+H —A=+—8H
HK$’000 HK$ 000
BET T ST T
(Unaudited) (Audited)
(REER) (feE%)
Within 60 days 60H A 9,583 7,259
61-90 days 61%290H 602 1,789
91-180 days 91%180H 6,146 5,701
181-365 days 181£365H - 5,232
16,331 19,981

17
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Notes to the Unaudited Condensed
Consolidated Interim Financial Statements

For the six months ended 30 September 2012 HEZ

13. TRADE AND OTHER PAYABLES

AEELRERGRE M B HRRME

E-_FAA=THIENER

13. EZREMEMNK

30 September 31 March
2012 2012
—E—_F —E——4F
hA=+H =—A=+—H
HK$’000 HK$’000
BT T BT
(Unaudited) (Audited)
(REEX) (e &E=Z)
Trade payables =) IS 4,467 2,995
Accrued expenses and other payables EFE A RHEAERRK 28,709 27,478
33,176 30,473

At the end of the reporting period, the aging analysis of the trade REER - WE SENTER ZEREBE D0

payables is as follows: T

30 September 31 March
2012 2012
—E—_F —E——4F
hBA=+H =A=+—H
HK$’000 HK$'000
BT T B TIT
(Unaudited) (Audited)
(REEER) (e &E=)
Within 60 days 60H A 2,112 2,250
61-90 days 61£290H 1,461 33
91-180 days 91£180H 894 157
181-365 days 181£2365H - 35
Over 365 days 365H A - 520
4,467 2,995
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14. BANK AND OTHER BORROWINGS - SECURED

—B-—E-cEhEE

AEFLERARS P B RRAE

BE-T—FAA=TRINER

14. RITREMEE-FEKA

30 September 31 March
2012 2012
—E—_F —E——4F
hA=+H =—A=+—H
(Unaudited) (Audited)
(REER) (f&E%)
HK$’000 HK$’'000
BET T BT T
Secured borrowings: FHEFEE:
- Bank loans —RITER 3,069 5,305
— Other loan —HEMER - 10,000
3,069 15,305
Analysis of carrying amounts A GEEEZARE LW
shown under current liabilities:
— Portion due for repayment within —R—FARHEES D
one year 579 10,899
— Portion due for repayment after “R—FRIHEERBREREX
one year which contain a B G2 &0
repayment on demand clause 2,490 4,406
3,069 15,305
Carrying amounts repayable EEEREHE (M) -
(note):
— On demand or within one year —BERFIN—FR 579 10,899
— More than one year but not — BB —FETBBMRF
exceeding two years 596 922
— More than two years but not —HBBWFENBERATF
more than five years 1,894 2,969
— More than five years —HBBRF - 515
3,069 15,305

Note:

the amounts due are based on scheduled repayment dates set out in

the loan agreements and ignore the effect of any repayment on demand

clause.

e

M BHRBEE KRG AN AR EE A S

BE YRRREREEGERZTE-
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Notes to the Unaudited Condensed
Consolidated Interim Financial Statements

For the six months ended 30 September 2012

14.

15.

BANK AND OTHER BORROWINGS - SECURED
(Continued)

(@  Atthe end of the reporting period, bank loans carried interest
at floating rates ranging from the Hong Kong best lending
rate less 2.1% to 2.9% per annum (31 March 2012: the
Hong Kong best lending rate less 2.1% to 2.9% per annum).

(o) At the end of the reporting period, the Group’s bank
borrowings are secured by the leasehold land and
buildings approximately of HK$7,900,000 (31 March 2012:
HK$13,142,000). The Group's other borrowing is secured
by a share charge over the entire issued capital of a wholly-
owned subsidiary of Company.

(c) At the end of the reporting period, the carrying amounts of
the Group’s bank and other borrowings are denominated in
HKS.

CONVERTIBLE NOTES

The convertible notes (the “Notes”), with the principal amount
of HK$20,000,000, were issued to Idea Sino Limited on 27
July 2012. The Notes are convertible into ordinary shares of the
Company at any time between the date of issue of the Notes
and their settlement date. The Notes were initially convertible to
349,040,140 ordinary shares of the Company at HK$0.0573 per
share. As a result of the share consolidation effective in September
2012, the conversion price of the outstanding Notes was adjusted
from HK$0.0573 to HK$0.573 per share, and the aggregate
number of ordinary shares of the Company falling to be issued
upon exercise of the conversion rights attached to the Notes in full
was adjusted from 349,040,140 to 34,904,013 ordinary shares of
the Company.

Effective from 8 November 2012, being the day immediately after
the record date of the open offer as set out in the prospectus of
the Company dated 9 November, 2012 (the “Prospectus”), the
conversion price of outstanding Notes was further adjusted to
HK$0.5073 per share. The aggregate number of ordinary shares of
the Company falling to be issued upon exercise of the conversion
right attached to the Notes was further adjusted to 39,424,403
ordinary shares of the Company.

AEELRERGRE M B HRRME

HE-Z——FAA=THILNER

14.

15.

RITREMEE -HEF (&)

@ RIEHR BOERDENTEERE
EERNERFHEFE2AEE2E (22—

E=F=+—B:EERERERAER
SE2NET298) 2T B KB

5
St

RIS R AEB 2 RITEFAREL
1, N A€ F 497,900,0008 70 (—ZF——F =
A =+ —H :13,142,000/% 7T ) {E & 1 - 2K
EEZEMBEEUARG —HE2ERBA
BB BITIRA Z RO W EER -

© M|MEMR AEBZRTEIEMBEEZ
RESEUETTIIE

ARREE

ARABRZE—=F+ A=+t HMRIdea Sino
Limited% 17 7K € %8 420,000,000/ 7T 2 A #a j 22
B (TEE]) - ZRAIRBITASEAE A8
MR SR AR NR 2 L@k  RENL ARG
f%0.05737% JT # ¥ 5349,040, 1400 A& A 7] & i/
B mRBEMNAFE-_S——Fh AL KE
BRI 7 EIRE R FR0.0573B L HEE S
05737 7T A BRI AT SZ iR E 2 B1T{E 18
BRI TEBRFBAZAR AL BERAEER
349,040, 14088 A~ 7] & 3% 1 2 2234,904,013 %
PN/NCTE- Sl

B-ZE——_F+—AN\R (MEBARFBEHE
“E-CHE+-ANBZER(ERDAHA
MBERHEERERER) R REEREEY
EIREE — P AR EER05073E T - REIEFT
MBI TER AR T TRERBEAZEART
BB BC E — PR E39,424, 403 A A A
il
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15. CONVERTIBLE NOTES (Continued)

If the Notes have not been converted, they will be redeemed at
par on 26 July 2013 (the “Maturity Date”). The Notes shall bear
interest from the date of its issue at the rate of 3% per annum on
the outstanding principal amount thereof. Interest shall be accrued
daily on a 365 days basis and is payable in arrears on the Maturity
Date.

The net proceeds received from the issue of the Notes have been
split between the liability element and an equity component, as
follows:

PEEXREEARAR —E--E-=FHHEE

AEBERE RS PR BHRRME

BE_Z——FhA=ZT+HINEAR

15. ARIRERE (&
(R QSR —E—SF LA+
B (TFIHA ) A ERE - S 27 A e

HREERNSEAFRERIEE - F 8123650
EEFHZF YRBIBAZN2F 8-

BITRBZCWAEFORFENAERR D B

D2 EHEET
Liability Equity
portion portion Total
=R EREH Bt
HK$’000 HK$'000 HK$'000
BT T BT T BT T
(Unaudited) (Unaudited) (Unaudited)

CREEEZ) CREEZ) CREEZ)

Issue of the Notes BIIRE
Interest (note) FLE (KEE)
At 30 September 2012 RZFE——FNA=+H

Note: The interest charged for the period is calculated by applying an effective
interest rate of 15.26% per annum to the liability component. The basis of
the effective interest rate is determined by the directors with reference to
the market value.

17,873 2,127 20,000
485 - 485
18,358 2,127 20,485

Mzt AEMRKRBRZASEDEAESHRERFAN X
1620EstH -ERFE  REREEL2MHEE

FEe
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Consolidated Interim Financial Statements
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HE-Z——FAA=THILNER

AEELRERGRE M B HRRME

16. SHARE CAPITAL 16. R
No. of shares Amount
BEE -t}
(Unaudited) (Unaudited)
(REBER) (REER)
HK$'000
BT
Authorised: JRTE
Ordinary shares of HK$0.01 SREENOIEBTL(ZE—=F
(31 March 2012: HK$0.001) each ZA=Z+—H:0001F) 2 EBE
At 1 April 2012 (Audited) R-_ZE——FMA—AH (&E8%) 300,000,000,000 300,000
Share consolidation (note) Ba ot (M) (270,000,000,000) -
At 30 September 2012 R-ZE——FhA=1+H 30,000,000,000 300,000
Issued and fully paid: BETRER:
Ordinary shares of HK$0.01 SREEIOIBL(ZE—=F
(31 March 2012: HK$0.001) each =A=+—H8:0001/87T) 2 T @Bk
At 1 April 2012 (Audited) RZE——FMWA—H (EFEZ) 6,968,710,326 6,969
Share consolidation (note) & O (MEE) (6,271,839,294) -
At 30 September 2012 NR-_E——FNAA=+H 696,871,032 6,969

Note:

Pursuant to an ordinary resolution passed on 17 September 2012, every

10 ordinary shares of HK$0.001 each in the issued and unissued share

capital of the Company were consolidated into one consolidated ordinary

share of HK$0.01 each in the issued and unissued share capital of the

Company with effect from 18 September 2012.

fieE:

RER-_Z-—-"FNAA+LABBZETBAE
& FI0BRA AR BT RABETRAG F
EE0.001B T2 EBRAFHA—BRARTE
BT RABITRAPHEECONETZ A I LR
o =—E-—FAAT\NBRER
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17. LITIGATIONS

(@) The Company against Mr. Cheng, Ms.
Leonora Yung (“Ms. Yung”) and others

In connection with the payment in the sum of HK$9,306,500
(the “Payment”) made to Ms. Yung, the spouse of Mr. Cheng
and a former employee of the Company, purportedly for
legal fees and expenses incurred by Mr. Cheng and Ms.
Yung in relation to (i) the ICAC Investigation, details of which
were disclosed in the announcements of the Company
dated 13 September 2010, 7 October 2010, 7 March 2011
and 6 October 2011; and (i) petition under section 168A of
the Hong Kong Companies Ordinance (“S168A Petition”),
details of which were disclosed in the announcements of
the Company dated 21 April 2010, 24 January 2011, 27
January 2011, 27 April 2012 and 11 May 2012. In relation
to the Payment, on 14 April 2011, the Company, as plaintiff,
has issued an originating summons in the Court of First
Instance at the High Court of Hong Kong (the “High Court”)
against Mr. Cheng, Ms. Yung, Mr. Ng Pui Lung (being a
former Director), Mr. Wang Shanchuan (being a former
Director) and Mr. Ho Chi Chung Joseph (being a former
Director and the former acting chief executive officer of the
Group).

Pursuant to a court order granted on 22 November 2012,
the directions hearing scheduled to be held on 23 November
2012 has been vacated. A further hearing will be held on a
day to be fixed by the court.

REFRMARS PRI BRRME

BE—ZT—
17. R

“FAA=TRIER

RABFEEE KL REMA
*+

AR ZE (RAERBRAQGRE
8) X 4 #£9,306,500/% 7T &9 7 E ([ 1+
) BERAKEEMBELTEBATE

Iﬁﬁaﬁ/iéﬁﬁwsiﬁ ()Bﬁ%aﬂévaﬂ £

J‘M& RIEHA-Z—ZHFNA+=H"

%fﬁLHtEI —F——%=Rt

E& T——F+AXNB2z22MH Ri)BB
RNANEME168AE TR 25 ([ R EHEFISE

168AIK 2 258 ) " FHBEER ARG B EA

:$—§¢EH*+—E~*§——¢—

AZ+mA-ZZ2—F—f=++tH"

Z——FUA=-t+EAKRZ *—**_iﬂﬂ

T—HHOAM R RNEHEAREARZS

——FM A+ BN RN ESRE AR

(IBEAR]) RAESKREE 4+

REBEKRE(HES) TG E(FIE

F)RAEPEE (FIEERASEIRE

FBHTE)ELRFESR-

RIEEER-_Z——F+—A=+=H
FrEmmS RER=_E——F+—A
CH = RETHETRRMEEIUE  E—
SRMGHEEREMEN— @B T#

P

e

23



24

Notes to the Unaudited Condensed
Consolidated Interim Financial Statements

For the six months ended 30 September 2012

17. LITIGATIONS (Continued)

(b) The Company and Highsharp Investments

(c)

Limited (“Highsharp”), as plaintiffs

On 5 May 2011, the Company and Highsharp, a wholly
owned subsidiary of the Company, as plaintiffs, issued a
writ of summons in the High Court against, among others,
Mr. Cheng, Ms. Yung, the personal representatives of Mr.
Mr. Philip Yu and Agustus
Investments Limited “Agustus”).

Kok Teng Nam (deceased),

Pursuant to a court order granted on 12 November 2012,
the directions hearing scheduled to be held on 13 November
2012 has been vacated. A further hearing will be held on a
day to be fixed by the court. Both parties are now preparing
for the relevant documents to be filed to the court.

The Company and Ace Precise International
Limited (“Ace Precise”), as plaintiffs

On 6 May 2011, the Company and Ace Precise, a wholly
owned subsidiary of the Company, as plaintiffs, issued a writ
of summons in the High Court against Best Max Holdings
Limited (“Best Max”), Mr. Lo Chun Cheong (being the sole
director and registered shareholder of Best Max) (“Mr. Lo”"),
Mr. Cheng, Mr. Joseph Ho and Mr. Yeung Tak Hung Arthur
(being the former chief operating officer of the Group).

By the court order granted on 23 November 2011, the time
for Mr. Lo to comply with unless order dated 28 October
2011 for filing and service of Defence was extended until two
weeks after disposal of Mr. Lo’s summons for striking out.
The hearing of Mr. Lo’s striking out summons was heard on
7 February 2012 and the Company is now awaiting court
judgment.

AEELRERGRE M B HRRME

BE-T—

17.

B/
(b)

(c)

ZFAA=TRINER

,,E

RARHESHREARAA (IS
#il) (EREEAN)

RABRAAB ZZ2EWEB QA & HIE
BEEAN-Z——FHEAEREH ¥ (X
AR L Bzt DR ZERTER
£ EEREA - RBEEE LA RAgustus
Investments Limited ( [Agustus J) A& 55
Pras i@ otko

BREEER-_T——F+—A+=8M
EHHGBL RAER_ZE—=—F+—A
TZHEETNERRMERIVE - E—F
RAAHEEREREN—ER FET-
& 75 IEXE (AR R S LAR 220K B

X AT BEBAce Precise
International Limited ([ Ace
Precise ]) (fEBERE& A)

KRB RARBZE2EN B R FAce
PrecisefF RIREAN KT ——FFA
7~ H¥fBest Max Holdings Limited ([Best
Max | ) ~ ZBEX L4 (Best Max 2 M —E =
RETIRE) ([BELE]D KRELE -AE
PEERGEELRE (REBREEEE
BIREEERELER S

REBEER_T—F+—A _+E H A
WGBS FHELERAET T ——
FHAZTN\HRKETHE Eﬂ$1§un <

AR EERE — %'ﬁﬁﬁ,ﬁ%ﬂﬁ@:i&%

BELEHNGEREMEN - —RAME
%E%U {#KZHY EHE‘EA Ti—ﬁﬁ )EJ
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17. LITIGATIONS (Continued)

(d) Subsidiaries of the Company against Mr.

(e)

Cheng

On 11 June 2011, the Company, together with certain of
its wholly-owned subsidiaries, namely CYC Investments
Limited (“CYC Investments”), Sincere Land Holdings Limited
(“Sincere Land”), Hainan Treasure Way Enterprises Limited,
Hainan Jiaying Internet Technology Company Limited,
Suzhou C Y Foundation Entertainment and Investment
Management Limited, CYC Investment Consultancy (Wuxi)
Limited and Longpin Investment Consultancy (Shanghai)
Company Limited, as plaintiffs, issued an originating
summons in the High Court to claim against Mr. Cheng.

The hearing of Mr. Cheng’s summons dated 19 December
2011 for striking out was heard on 15 May 2012. Pursuant
to the judgment and a court order dated 18 July 2012,
an Amended Statements of Claim of the Company, CYC
Investments and Sincere Land was filed on 1 September
2012. Both parties are now preparing for the relevant
documents to be filed to the court.

The Company against former management
and employees

On 8 June 2011, the Company, as plaintiff, issued a writ
of summons in the High Court against, among others, Mr.
Cheng, Ms. Yung, Mr. Joseph Ho, Mr. Arthur Yeung, Ms.
Kwok Pui Hung (being a former director of human resources
of the Group), Mr. Tsang Heung Yip (being a former financial
controller of the Group) and other six former employees
(collectively referred to as the “Defendants”). A mediation
notice was filed by the Company on 12 January 2012 to
attempt mediation to resolve all of its disputes with the
Defendants. All the Defendants agree with the mediation and
the first joint mediation session was held on 19 July 2012.

HEEXREEARAFA

SRS E-CZFRERE

AEBERE RS PR BHRRME

BE-T—FAA=TRINER

17.

R

R (4

(d)

(e)
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=

RARKMBRRFRLEE

=

R-E——FRNAT—R ARRERHE
ETEEMBAR (AR EREFRAA
(IhERE]) HEEEARAR ([H#
=) BHEREXERAR BHEER
BEMBRERAT g h B EERER
EERAERAR hEREHN (EH)A
RAFRBEMKERA (L) BERAANE
RREANREEERBHRFESR - WK
FARHRE:

—BEEERZE——F+ZA+BKE
EHIBREEZRAMENR T —Z=F1A
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ARAHFAMEEERES

RZB——F R A=A ARAERRE
ARBEEREHERSHR  EF (Hhe
BIREE R WEP L 5%
FE -BEALL (REBANERIE
) BRRELE (KFKEERPBEE) &
Hi BREER (58 [WEAL) - ARE
RZT—ZF—A+ZAEX—HHARS
ME-EREBRMARRR DR EEE
AZBEFRBSF -FIBHEAERER
fR-BRENBAREICNR T —_Ft
AT A&7

25



26

Notes to the Unaudited Condensed
Consolidated Interim Financial Statements

For the six months ended 30 September 2012

17. LITIGATIONS (Continued)

() The Company against former management

(f)

and employees (Continued)

After the mediation session, both the Company and the
Defendants are not able to reach an agreement to settle
the dispute, the mediation was therefore concluded on 19
July 2012. Both parties are now preparing for exchanging
witness statements and the relevant documents to be filed
to the court. A hearing of the second Case Management
Conference is scheduled to be held on 16 January 2013.

A subsidiary of the Company against Ms.
Yung

Ms. Yung and Kingbox (Asia) Limited (‘Kingbox”) (an indirect
wholly-owned subsidiary of the Company) purportedly
entered into supplemental agreement dated 4 January
2010 (the “Supplemental Agreement”) which provides that
Kingbox would pay to Ms. Yung upon her termination of
employment a remunerative payment which equaled her
annual salary income multiplied by two years (the total
amount should not exceed 28 months’ salary). Ms. Yung
had made a claim against Kingbox for arrears of wages
and the remunerative payment under the Supplemental
Agreement after her resignation. On 17 August 2011,
Kingbox, as plaintiff, commenced a legal proceeding in the
High Court against Ms. Yung, as defendant, in respect of the
Supplemental Agreement.

Both Kingbox and Ms. Yung agreed for mediation. The first
joint mediation session was held on 30 April 2012 but ended
on 7 May 2012, as Kingbox and Ms. Yung were not able to
reach an agreement to settle the dispute. Pursuant to the
court order granted on 26 November 2012, an amended
statement of claim was filed by Kingbox on 27 November
2012. Each party is preparing relevant documents and
affirmations for court submissions and the hearing of
the second Case Management Conference is currently
scheduled to be held on 30 January 2013.
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Notes to the Unaudited Condensed

Consolidated Interim Financial Statements
For the six months ended 30 September 2012

17. LITIGATIONS (Continued)

(g) A subsidiary of the Company against
Lucky Belt Holdings Limited (“Lucky
Belt”), Mr. Shek Hiu Hung (“Mr. Shek”),
BG Global Gaming Limited (“BG Global”),
Winning Beauty Investments Limited
(“Winning Beauty”) and Mr. Leung
Chung Yuen Ronald (“Mr. Leung”)

On 11 May 2012, Lucky Zone Holdings Limited, a subsidiary
of the Company issued three writs of summons in the High
Court, respectively against Lucky Belt, Mr. Shek, BG Global,
Winning Beauty and Mr. Leung (collectively referred to as the
“Defendants”) in respect of the convertible notes and deposit
paid for software development and license agreement
(Bingo) relating to sums of USD3.0 million and USD2.5
million for the convertible notes; and HK$15 million for the
deposit, together with the related interests, costs and further
and/or other relief.

Acknowledgements of Service of Writ of Summons were
filed by all Defendants on 25 May 2012 and 7 June 2012
respectively. Defendants acknowledged services and
defense statements filed. The call hearing of the application
for summary judgement has been fixed on 29 January 2013.

More details of the above litigations were disclosed in 2012
Annual Report of the Company. The Company will issue further
announcements to update the status of the above outstanding
litigations when appropriate.
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Notes to the Unaudited Condensed
Consolidated Interim Financial Statements

For the six months ended 30 September 2012

18.

19.

20.

21.

EVENTS AFTER THE REPORTING PERIOD

(@  Subsequent to the end of the reporting period, on 26
October 2012, an indirect wholly-owned subsidiary of the
Company completed a disposal of a leasehold land and
building at a consideration of approximately HK$17,500,000.
This transaction will contribute to the Group a gain on
disposal of approximately HK$9,600,000.

(b)  As set out in the Prospectus, the Company conducted an
open offer on the basis of one offer share for every two
shares held on the open offer record date by the qualifying
shareholders (the “Open Offer”). A total of 348,435,516
offer shares shall be allotted and issued by the Company to
the qualifying shareholders at the offer price of HK$0.1 for
each offer share and the gross proceeds raised via the issue
of the offer shares will be approximately HK$34,840,000.
Details of the results of the Open Offer were disclosed in the
announcement of the Company dated 28 November 2012.

CONTINGENT LIABILITIES

As at 30 September 2012, the Group and the Company did not
have any significant contingent liabilities (31 March 2012: HK$NIl).

COMPARATIVE FIGURES

Following completion of the transfer of the owner-occupied
properties used by digital entertainment business to investment
properties of the Group, the related properties and rental income,
which were presented in the digital entertainment business in prior
period, have been separately disclosed as property investment
segment. Accordingly, the related comparative figures have been
reclassified to conform with the current year’s presentation.
The Directors consider that the new classifications are more
appropriate to reflect the financial results and position of the
Group.

APPROVAL OF THE INTERIM FINANCIAL
STATEMENTS

These Interim Financial Statements were approved and authorised
for issue by the board of Directors on 30 November 2012.
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REVIEW AND OUTLOOK
Trading Resumption

Trading in the shares in the Company (the “Shares”) on the Stock
Exchange was suspended at the request of the Company since 31
August 2010. Certain conditions on the resumption of the trading of the
Shares on the Stock Exchange (the “Resumption”) were imposed by the
Stock Exchange on 6 April 2011 and 25 June 2012 respectively.

The management of the Company, since assuming management
control on 8 April 2011, had worked proactively on the Resumption
and the Company has subsequently made various announcements and
submissions for the Resumption. On 13 July 2012, all the Resumption
conditions have been satisfied and fulfiled and trading of the Shares on
the Stock Exchange resumed on 17 July 2012.

Business and Financial Review

For the six months ended 30 September 2012, the Group’s total revenue
has significantly decreased by 66% from HK$106.3 million to HK$36.1
million. During the period, the manufacturing and sales of packaging
products business contributed HK$29.7 million (2011: HK$100 million)
and the digital entertainment business and property investment business
generated HK$1 million (2011: HK$2 million) and HK$5.3 million (2011:
HK$3.9 million) respectively. During the period, the property investment
business generated profits and the packaging product business and
digital entertainment business were at a loss.

Packaging product business

The Group’s packaging business is carried out by Kingbox (Asia) Limited
and its subsidiaries (collectively referred herein as the “Kingbox Group”).
During the period, the Kingbox Group continued to target the medium to
high-end segments of the gift box markets in Europe, the United States
(the “US”) and Southeast Asia. The economic downturns in Europe and
the US, which accounted for over 80% of the Kingbox Group’s business,
continued to affect our packaging business negatively. During the period,
we saw a few key customers significantly reduced their purchase orders
and product prices. The depreciation of the euro further dampened the
profit margins of the Kingbox Group’s exports to the euro zone. Faced
with the reduced demand and increasing price pressure, the Kingbox
Group is proactively exploring business opportunities in China and
Asian regions in order to reduce the reliance on the US and the Europe
markets.
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The manufacturing facilities of the Kingbox Group comprised three
factories in Shenzhen and Huizhou area. During the period, we continued
to face the challenges of rising wages and various production costs,
coupled with the appreciation of Renminbi. The management has and
will continue to implement severe cost control measures to improve the
profitability of the Kingbox Group. The management is also looking into
various alternatives to improve the production efficiency and to automate
the production process in order to reduce the reliance on labor.

Other segments business

The Group’s investment properties located in Beijing were leased out
during the period for the generation of stable rental income.

Our digital entertainment division continued to generate stable income
through the provision of internet café services. We will continue to
impose cost-control measures to further improve the profitability of the
internet café business.

Financial Results and Outlook

The first six months of the financial year 2012/13 has been a challenging
and difficult time due to the prolong euro zone crisis and anemic growth
of the US economy. During the period, the Group’s total revenue
decreased by 66% to HK$36.1 milion (for the six months ended 30
September 2011: HK$106.3 million). The loss attributable to owners of
the Company amounted to HK$36.1 million (for the six months ended
30 September 2011: HK$4.8 million). The Group has been facing an
intense competitive business environment in China with rising labour cost
and appreciation of Renminbi. Another factor that hindered the Group’s
performance was an impairment of HK$15.1 million resulting from a
decline in value of the goodwill of the Group’s packaging business.

To address the difficulties, the Group sought to restructure the production
by automating its production facilities, enhancing the production
efficiency and lessening the reliance on manual procedures. In the
meantime, the Group also imposed a series of stringent cost control
measures.
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Moving forward, it is anticipated that the global economic conditions will
remain challenging, the management will continue to take measures to
control our cost in the Group’s manufacturing business and to further
enhance the production efficiency. In the meantime, the management will
continue to look for attractive investment opportunities so as to maximize
the value of the shareholders of the Company.

Liquidity, Financial Resources and Foreign Currency
Exposure

As at 30 September 2012, the bank and cash balances of the Group
amounted to approximately HK$13.5 million. The Group had total
outstanding borrowings of approximately HK$21.5 million, comprising
secured bank loan of approximately HK$3.1 million and liability
component of the unsecured convertible notes of approximately
HK$18.4 million. All the Group’s borrowings are denominated in Hong
Kong dollars. The bank loan is granted on a floating interest rate while the
convertible notes is granted at 3% interest per annum.

The gearing ratio of interest bearing loans against the total equity as at 30
September 2012 was 13.2%. As the majority of bank deposits and cash
on hand were denominated in Renminbi, Euros and Hong Kong dollars,
the Group’s exchange risk exposure depended on the movement of the
exchange rate of the aforesaid currencies.

Convertible notes
On 27 July 2012, the Company issued the Notes to Idea Sino Limited

with the principal amount of HK$20,000,000 in a term of 1 year. Further
details are set out in Note 15 to the Interim Financial Statements.
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Material Acquisitions, Disposals and Significant
Investment

The Company did not have any material acquisition, disposal and
significant investment in subsidiaries and affiliated companies during the
Period except for the followings:

(i) a disposal of the property at Flat H, 32/F of Tower 5 of Manhattan
Hill, No. 1 Po Lun Street, Kowloon, Hong Kong at a consideration
of HK$6,980,000 was completed on 28 May 2012 by Kingbox
(Asia) Limited, a wholly-owned subsidiary of the Company; and

(i) a disposal of the property at Unit D, 5/F, Dragon Industrial Building,
Cheung Sha Wan, Kowloon, Hong Kong by Kingbox (Asia) Limited,
a wholly-owned subsidiary of the Company, at a consideration of
HK$17,500,000 was completed on 26 October 2012.

Pledge of Assets

As at 30 September 2012, the leasehold land and building of the Group
with carrying amounts of approximately HK$7.9 million were pledged to
secure for bank loans of the Group.

Capital and Other Commitments

As at 30 September 2012, there was no material capital expenditure
contracted for but not provided in the Notes to the Interim Financial
Statements.

Contingent Liabilities and Litigations

The Group’s contingent liabilities are disclosed in Note 19 to the Interim
Financial Statements. The Group has a number of pending litigations and
in the opinion of the legal counsel, it is premature to predict the outcome.
Details of litigations are disclosed in Note 17 to the Interim Financial
Statements.

Employees and Remuneration Policy

The Group employed 932 permanent employees as at 30 September
2012, including 36 employees in Hong Kong and 896 in the PRC. The
Group continued to review the remuneration packages of employees
with reference to the level and composition of pay, general market
condition and individual performance. Staff benefits include contribution
to Mandatory Provident Fund Scheme and discretionary bonus, share
option scheme, medical allowance and hospitalization scheme and
housing allowance.
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DIRECTORS’ INTERESTS IN SECURITIES

As at 30 September 2012, the interests and short positions of the
Directors or chief executives of the Company and their associates in the
Shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”)) which were required (a) to be notified
to the Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests or short positions which they
are taken or deemed to have under such provisions of the SFO); or (b)
pursuant to section 352 of the SFO, to be entered in the register referred
to therein; or (c) pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) contained in the Listing
Rules to be notified to the Company and the Stock Exchange were as
follows:

Long positions in shares
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Name Capacity Number of Shares Shareholding

i g4 R&HEE BRE

(%)

Mr. SNEAH Kar Loon Beneficial owner (Long position) 2,200,000 0.32
BRfMmEE EmBAA(FE)

Mr. 10 Rudy Cheok Kei Beneficial owner (Long position) 1,200,000 017
o/ e EmBEAA (IHR)

3,400,000 0.49

Save as disclosed above, as at 30 September 2012, none of the
Directors nor the chief executive of the Company had or was deemed
to have any personal, family, corporate or other beneficial interests or
short positions in the Shares, underlying Shares or debentures of the
Company and its associated corporations (within the meaning of Part
XV of the SFO) which were required (a) to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they are taken or
deemed to have under such provisions of the SFO); or (b) pursuant to
section 352 of the SFO, to be entered in the register referred to therein;
or (c) pursuant to the Model Code to be notified to the Company and the
Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS

As at 30 September 2012, the persons/companies, other than a Director
or chief executive of the Company, who had interests or short positions
in the Shares and underlying shares in the Company which would fall to
be disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO and as recorded in the register of the Company were
as follows:

Long positions in Shares
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Name Capacity Number of Shares Shareholding

#"E 20 R&GEE BRE2
(%)

Dato POH Po Lian Interest of controlled corporation 324,626,412 46.58

BEBREE RIEHEE 2

Luck Continent Limited Beneficial owner 324,626,412 46.58

M E R A F] EmAA

Save as disclosed above, as at 30 September 2012, the Directors and
the chief executive of the Company were not aware of any other person
(other than the Directors and the chief executive of the Company) who
had, or was deemed to have, interests or short positions in the Shares
or underlying Shares which would fall to be disclosed to the Company
and the Stock Exchange under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or was, directly or indirectly, interested in 10% or
more of the nominal value of any class of share capital carrying rights to
vote in all circumstances at general meetings of any other member of the
Company.

SHARE OPTIONS

Pursuant to the share option scheme adopted by the Company on
30 August 2002 and became effective on 26 September 2002 which
expired on 26 September 2012 (the “Scheme”), there were no options
granted under the Scheme which were outstanding.

The Company adopts a new share option scheme (the “New Scheme”)
which was approved at the Annual General Meeting of the Company on
28 September 2012. During the Period, no share options were granted
nor exercised under the New Scheme.
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DIVIDEND

The Board recommended that no interim dividend be paid for the six
months ended 30 September 2012 (Six months ended 30 September
2011: Nil).

ADOPTION OF CORPORATE GOVERNANCE
PRINCIPLES

The Board is committed to ensuring high standards of corporate
governance practices as set out in the Code on Corporate Governance
Practices (“CG Code”) contained in Appendix 14 of the Listing Rules. The
Company has fully complied with the CG Code throughout the Period
except for the following deviation:

Code Provision A.4.1

Code Provision A.4.1 provides, inter alia, that non-executive Directors
should be appointed for a specific term and subject to re-election.

Non-executive Directors of the Company are not appointed for a specific
term. However, they are subject to retirement by rotation and re-election
at the annual general meeting of the Company at least once every three
years in accordance with the Company’s Bye-laws and the Listing Rules.

COMPLIANCE WITH THE MODEL CODE

Throughout the Period, the Model Code had been taken as the
Company’s code of conduct regarding Directors’ securities trading.
Having made specific enquiries to all Directors and to the best
knowledge of the Board, the Directors had fully complied with the Model
Code throughout the Period.

AUDIT COMMITTEE

Throughout the Period, the Company had maintained an Audit
Committee as required under the Listing Rules. The Audit Committee
is composed of three Independent Non-executive Directors (‘INEDs”)
and chaired by LAl Hock Meng. The Audit Committee is responsible
for considering the appointment of external auditor, review the interim
and annual financial statements before submission to the Board and the
Group’s internal control systems. The terms of reference of the Audit
Committee are available and accessible on the Company’s website at
http://www.cyfoundation.com/doc/341e.pdf.
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REMUNERATION COMMITTEE

Throughout the Period, the Company had maintained a Remuneration
Committee as required under the CG Code. The Remuneration
Committee is composed of three INEDs and chaired by Mr. 10 Rudy
Cheok Kei. The Remuneration Committee is responsible for reviewing
and determining the remuneration, compensation and benefits of
Directors and senior management. The terms of reference of the
Remuneration Committee are available and accessible on the Company’s
website at http://www.cyfoundation.com/doc/343e.pdf.

NOMINATION COMMITTEE

The Company established a Nomination Committee on 12 March
2012 as required under the CG Code. The Nomination Committee is
composed of three INEDs and chaired by Mr. 10 Rudy Cheok Kei. The
Nomination Committee is responsible for making recommendations
to the Board on the appointment or re-appointment of Directors
and succession planning for Directors. The terms of reference of the
Nomination Committee are available and accessible on the Company’s
website at http://www.cyfoundation.com/doc/342e.pdf.

REVIEW OF INTERIM FINANCIAL STATEMENTS

The Interim Financial Statements of the Group have been reviewed by
the Company’s auditor, ANDA CPA Limited, in accordance with Hong
Kong Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity”
issued by the Hong Kong Institute of Certified Public Accountants. The
auditor’s independent review report will be included in the Interim Report
to shareholders. The Interim Financial Statements of the Group have also
been reviewed by the Audit Committee of the Company.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S SECURITIES

During the Period, neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s listed securities.

By Order of the Board
Sneah Kar Loon
Chairman

Hong Kong, 30 November 2012
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