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Corporate Information

~N A EH
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Mr. Wong, Wilson Kin Lae (Chairman)

Mr. Wong, John Ying Man

Mr. Wong, Raymond Man Hin

Mr. Mok, Kin Hing (appointed on 1st July 2008)

Non-Executive Directors

Dr. Wong, Philip Kin Hang

Mr. Huang, Zhouchang

Mr. Qiang, Wenyu (resigned on 4th July 2008)
Ms. Li, Yinghong (appointed on 4th July 2008)

Independent Non-Executive Directors
Mr. Leung, Michael Kai Hung

Mr. Fan, Anthony Ren Da

Mr. Ng, Yiu Ming

Alternate Directors

Mr. Xiong, Zhengfeng
(alternate to Mr. Huang, Zhouchang)

Mr. Zhang, Yuankun (appointed as alternate to
Mr. Wong, Wilson Kin Lae on 4th July 2008)

Mr. Wong, David Ying Kit (appointed as alternate to
Dr. Wong, Philip Kin Hang on 4th July 2008)

PRINCIPAL BANKERS
The Bank of East Asia, Limited
Shanghai Commercial Bank Limited

SOLICITORS
Philip K.H. Wong, Kennedy Y.H. Wong & Co.
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Baker Tilly Hong Kong Limited
Certified Public Accountants

COMPANY SECRETARY
Mr. Wong, Michael Sui Wah
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Grandtech Centre
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Hong Kong
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Hopewell Centre
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Mr. Wong, Wilson Kin Lae, aged 73, is Chairman of
the Company. After obtaining a Bachelor of Engineering
Degree (Chemical Engineering) in Canada in 1959,
he spent three years as a lecturer at the Hong Kong
Technical College until 1964 when he founded the
Company.

Mr. Wong, John Ying Man, aged 44, son of Dr.
Wong, Philip Kin Hang, was appointed to the Board
as an Executive Director on 15th September 1997. He
graduated from the University of Manchester Institute of
Science & Technology in 1987 and joined the Company
in the same year. He worked as an engineer, project
coordinator, engineering manager and then general
manager for operations.

Mr. Wong, Raymond Man Hin, aged 43, son of Mr.
Wong, Wilson Kin Lae, was appointed to the Board
as a Non-Executive Director on 18th July 2001 and
re-designated as an Executive Director on 19th April
2002. He became a Deputy Executive Chairman on
19th April 2007. Mr. Wong holds a Bachelor's Degree
in Chemical Engineering and a Master Degree in
Economics. He is a U.S. Certified Public Accountant
(CPA), a Certified Management Accountant (CMA) and
is certified in financial management (CFM). He is an
independent non-executive director of Fulbond Holdings
Limited, BEP International Holdings Limited and Artfield
Group Limited.

Mr. Mok, Kin Hing, aged 46, was Alternate Director to
Mr. Wong, Wilson Kin Lae, Chairman until 1st July 2008
when he was appointed to the Board as an Executive
Director with effect from 1st July 2008. Mr. Mok joined
the Company as a production planning coordinator in
1990. He was appointed as a production manager in
1993 and general manager of Raymond (Panyu Nansha)
Electrical Appliances Development Co. Ltd. in 1996.
Since 2005, Mr. Mok has been appointed as a member
of Chinese People’s Political Consultative Conference
in Guangzhou City, Nansha District.

Dr. Wong, Philip Kin Hang, GBS, JP, LLD, DH, aged 76,
brother of Mr. Wong, Wilson Kin Lae, has been a Director
of the Company since 1973. Dr. Wong is a consultant
of a Hong Kong firm of solicitors, a Notary Public and
a China Appointed Attesting Officer. Dr. Wong was a
non-executive director of K. Wah International Holdings
Limited (until he retired on 27th May 2008) and is a
director of Shanghai Commercial Bank Limited.
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Mr. Huang, Zhouchang, aged 44, was appointed to
the Board as a Non-Executive Directors on 1st August
2002. Mr. Huang graduated from Zhongshan University
in 1987 and obtained a Master of Laws (LL.M) Degree in
1990 from China University of Political Science & Law.
Mr. Huang joined China North Industries Guangzhou
Corporation in 1990 and during his years with Norinco
— Guangzhou, he held the positions of departmental
manager, deputy general manager and general manager.
Mr. Huang left Norinco — Guangzhou Branch in 2002 to
take up work as the managing director of Silver City
International (Holdings) Ltd.

Ms. Li, Yinghong, aged 46, was appointed to the Board
as a Non-Executive Director of the Company with effect
from 4th July 2008. Ms. Li is an executive director of
AKM Industrial Co. Ltd. In July 1985, she obtained her
Bachelor’'s Degree in Corporate Finance and Accounting
from Jiangxi College of Finance. In May 2003, she
obtained a Master Degree in International Management
from Australia National University. From March 2001 to
April 2003, she was a director of Norinco International
Cooperation Company Limited, a company listed on
the Shenzhen Stock Exchange in China. In June 2003,
Ms. Li joined Silver City International (Holdings) Ltd.
as a director, deputy general manager and financial
controller.

Mr. Leung, Michael Kai Hung, aged 66, was appointed
to the Board as an Independent Non-Executive Director in
1988. He is an entrepreneur with extensive international
experience in garment manufacturing and trading. He is
the founder of the Onwel Group of Companies in 1969
and has been holding the position of executive chairman
since 1982.

Mr. Fan, Anthony Ren Da, aged 49, joined in 1994 as
an Independent Non-Executive Director of the Company.
He holds a Master Degree in Business Administration
from the USA. He is the chairman and managing director
of Asialink Capital Limited. Prior to that, he held senior
positions with various international financial institutions
and was the managing director of a company listed in
Hong Kong. Mr. Fan is an independent non-executive
director of Uni-President China Holdings Limited, Citic
Resources Holdings Limited, Chinney Alliance Group
Limited, Renhe Commercial Holdings Company Limited
and Hong Kong Resources Holdings Company Limited.

Mr. Ng, Yiu Ming, aged 72, was appointed to the Board
as an Independent Non-Executive Director on 2nd July
2004. Currently, Mr. Ng is a non-executive director of
Dah Sing Financial Holdings Ltd. He has over 40 years
of experience in hire purchase and leasing finance.
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| am pleased to present the Group’s annual results
for the year ended 31st December 2008. During the
year of 2008, the Group’s electrical appliances division
continued to phase out small appliances which had
unfavorable gross profit margin. Although raw material
costs, labor and utilities costs, and Renminbi currency
exchange rate have stabilised in the 4th quarter of 2008,
our export OEM business had been hit by a deteriorating
consumer market due to global credit crunch.

Nevertheless, because of our healthy balance sheet and
prudent cash management practice, the Group was in a
better financial position compared with our peers. Despite
a net loss of HK$20.3 million, operating profit before
changes in working capital remains slightly positive,
and cash generated from operations was approximately
HK$23.0 million. Our cash and cash equivalents balance
at the end of 2008 was HK$215.9 million. The positive
operating cash flow and substantial cash balance give
the Group a good foundation to expand our business
during this difficult time, while allowing the Group to
continue our dividend payout policy.

Last year the Group had written down investment in the
paper business and its associated related party loans,
and booked a one time charge. Therefore, the Group
will no longer be liable for further losses of the cigarette
paper business.

For the financial year ended 31st December 2008, the
Group’s consolidated turnover was HK$724.2 million
compared with HK$842.9 million in the previous year,
representing a decrease of 14% in turnover.

The Group’s net loss was HK$20.3 million (mainly due
to rising labor costs and Renminbi foreign exchange
loss incurred in 2008; a share-based payment of
HK$5.4 million for new options issued; and a write-off of
HK$5.5 million for bad debt against two US customers),
representing loss per share of 5.15 HK cents (our net
loss in 2007 was HK$45.5 million, with loss per share
of 11.55 HK cents).
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Chairman’s Statement

ETRHRE

On behalf of the Board, | would like to extend the
Board’s appreciation to all our staff for their hard work
and dedication throughout the year.

Wong, Wilson Kin Lae
Chairman

Hong Kong, 22nd April 2009
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FINANCIAL POSITION

The liquidity position of the Group remains sound.
Its current ratio was 4.44 as of 31st December 2008,
compared with 4.06 as of 31st December 2007.

During the year, the Group’s trade receivables turnover
stood at 35 days in year 2008, compared with 49 days
of the previous year. The inventory turnover decreased
from 49 days in 2007 to 47 days in 2008.

Bank balances and cash were HK$215.9 million as
of 31st December 2008 (2007: HK$305.4 million),
representing a decrease of HK$89.5 million over that of
the previous year.

There are no bank borrowings as of 31st December
2008, and the Group’s debt to equity ratio is 18% as of
31st December 2008 (2007: 19%).

The Group had no contingent liabilities as of 31st
December 2008 (2007: Nil).

As of 31st December 2008, the Group had commitments
for capital contribution to subsidiaries (authorised but not
contracted for) of HK$47 million (2007: HK$47 million).

CAPITAL STRUCTURE

During the year, the share capital structure of the
Company has not been changed with details shown in
note 25 to the financial statements.

DIVIDEND

The Board of Directors recommends the payment of a
final dividend of 5 HK cent, making a total payout of 10
HK cents per share for 2008 (2007: total of 6 HK cents
per share and a special dividend of 20 HK cents per
share). The total amount of dividend appropriated, based
on the number of shares in issue, is HK$3.94 million
(2007: HK$102.4 million).
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The book of transfers and register of member will be
closed from 25th May 2009 to 3rd June 2009, both
days inclusive during which period no transfer of shares
will be registered. In order to qualify for the proposed
final dividend, lodging of all transfers accompanied by
the relevant share certificates must not be later than
4:00 p.m. on 22nd May 2009 with the Company’s share
registrars, Computershare Hong Kong Investor Services
Limited, at 46th Floor, Hopewell Centre, 183 Queen’s
Road East, Wan Chai, Hong Kong. The final dividend is
payable on 16th June 2009 to members on the register
of the Company on 3rd June 2009.

CHARGES ON ASSETS

The Group has no charges on assets as of 31st
December 2008 and 31st December 2007.

FUTURE PROSPECTS

The core business of the Group has continued to shift
from lower margin small appliances manufacturing to
higher margin environmental products. We will continue
to optimise manufacturing costs by means of initiating
more employees champion programs (such as E-100
and C-100) and formation of strategic alliance with key
suppliers and customers.

Our strategy to develop a niche market for higher margin
products has resulted in close collaboration with some
strategic customers, and we have recently entered
an exciting business partnership with two important
US customers. We are ready to introduce innovative
products to the consumer market worldwide in 2009.
Our medium term goal is to become a leader in the
environmental and grooming product categories while
developing our competence in other product categories,
such as the bar equipment category, a revolutionary
departure from traditional electrical appliances.

Our customer base remained relatively healthy financially
(except two US customers, which we took a HK$5.5
million write-off against bad debt). The uncertainty and
market risk present us a unique opportunity to seize
new businesses from our competitors. We are optimistic
that new businesses will be channeled to our Group as
old and new customers strive to find more reliable and
financially strong manufacturing partners.
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To fulfill our goal to be a leader in our area of expertise
and to execute our strategic plans successfully, our
management decides to invest in new equipments in
2009 in anticipation of growth from new business. We
expect to buy new injection molding machines as well as
to upgrade our tooling and production equipments.

STAFF

The Group currently employs approximately 50 Hong
Kong staff members and operates the Mandatory
Provident Fund Scheme and defined contribution
pension scheme. Our factory in Mainland China employs
about 250 staffs, and workers employed directly or
indirectly varied from 3,000 to 4,000 persons during the
year. Remuneration is determined by reference to the
qualifications, experience and performance of the staff.

FOREIGN EXCHANGE EXPOSURE

Most of the Group’s transactions were conducted in
US Dollars, Hong Kong Dollars and Renminbi. The
Group does not foresee any substantial exposure to
foreign currency fluctuations and thus use of financial
instruments for exchange rate hedging purpose is not
considered.
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Report of the Directors

ESEERSE

The Board of Directors submit herewith their annual
report together with the audited financial statements for
the year ended 31st December 2008.

PRINCIPAL PLACE OF BUSINESS

Raymond Industrial Limited (the “Company”) is a
company incorporated and domiciled in Hong Kong and
has its registered office and principal place of business
at Rooms 1801-1813, 18th Floor, Grandtech Centre, 8
On Ping Street, Shatin, New Territories, Hong Kong.

PRINCIPAL ACTIVITIES

The principal activities of the Company are the sale of
electrical home appliances. The principal activities and
other particulars of the subsidiaries are set out in note
15 to the financial statements.

The analysis of the principal activities and geographical
locations of the operations of the Company and its
subsidiaries (the “Group”) during the financial year are
set out in note 12 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of sales and purchases attributable to
the Group’s major customers and suppliers during the
financial year are as follows:

BEGENRRHE—BT/\F+-_A=Z+—BLEFEZ
FRREEXUHERE -

ITREEME
MREXERAR ((ARXE) R—HEBEMLETA

A AMRERR T EXEKHERETBFTALBLF S
85%1818€1801-1813% -

FTEXK

AR T EEEEHERATE - TEEBLENBEA
AT A B SRR 5215 ©

AREREMBAR ([AEE]) 2T EXHRBEES
DITEN A RAMTE12

FTERFRHED

AEEZTZHERMELHASEBEFE 2 RBEKLHE
EBZADLIT -

Percentage of
The Group’s total

rEEZEHESE
Sales Purchases
SHER KRB
The largest customer BRAEF 48%
Five largest customers in aggregate hAREPEE 77%
The largest supplier =AM ER 35%
Five largest suppliers in aggregate hAREEREEET 45%

None of the Directors, their associates or any shareholder
of the Company (which to the knowledge of the Directors
owns more than 5% of the Company’s share capital)
had any interest in these major customers and suppliers
during the year.

RERTAERE - HEARRES  FFIHEALTHT
AR (BEEMAFEARRRAS%RALE) HEILES
REFRBEETRA TS -



FINANCIAL STATEMENTS

The loss of the Group for the year ended 31st December
2008 and the state of the Company’s and the Group’s
affairs as at that date are set out in the financial
statements on pages 39 to 126.

TRANSFER TO RESERVES

Loss attributable to shareholders, before dividends,
of HK$20,290,259 (2007: loss of HK$45,494,543)
have been transferred to reserves. Other movements
in reserves are set out in note 25 to the financial
statements.

An interim dividend of 5 HK cents per share (2007: 5 HK
cents per share) was paid on 22nd October 2008. The
Directors recommend the payment of a final dividend of
5 HK cents per share (2007: 1 HK cent per share and a
special dividend of 20 HK cents per share) in respect of
the year ended 31st December 2008.

DONATIONS

Charitable donations made by the Group during the year
amounted to HK$113,350 (2007: HK$7,800).

FIXED ASSETS

Details of the movements in fixed assets are set out in
note 13 to the financial statements.

SHARE CAPITAL

Details of the movements in share capital of the
Company during the year are set out in note 25 to the
financial statements. There were no movements during
the year.
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Report of the Directors

ESEERSE

DIRECTORS

The Directors during the financial year and up to the
date of this report were:

Executive Directors:
Mr. Wong, Wilson Kin Lae (Chairman)
Mr. Wong, John Ying Man
Mr. Wong, Raymond Man Hin
Mr. Mok, Kin Hing
(resigned as alternate to Mr. Wong,
Wilson Kin Lae and
appointed as Executive Director on 1st July 2008)

Non-Executive Directors:
Dr. Wong, Philip Kin Hang
Mr. Huang, Zhouchang
Mr. Qiang, Wenyu
(resigned on 4th July 2008)
Ms. Li, Yinghong
(appointed on 4th July 2008)

Independent Non-Executive Directors:
Mr. Leung, Michael Kai Hung

Mr. Fan, Anthony Ren Da

Mr. Ng, Yiu Ming

Alternate Directors:
Mr. Xiong, Zhengfeng
(alternate to Mr. Huang, Zhouchang)
Mr. Zhang, Yuankun
(appointed as alternate to Mr. Wong,
Wilson Kin Lae on 4th July 2008)
Mr. Wong, David Ying Kit
(appointed as alternate to Dr. Wong,
Philip Kin Hang on 4th July 2008)

In accordance with Article 95 of the Company’s Articles
of Association, Mr. Mok, Kin Hing and Ms. Li, Yinghong
who were appointed as an Executive Director on 1st July
2008 and a Non-Executive Director on 4th July 2008
respectively will hold office until the forthcoming annual
general meeting, being eligible, have offered themselves
for re-election.
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DIRECTORS (Continued)

In accordance with article 112 of the Company’s Articles
of Association, Mr. Wong, John Ying Man; Mr. Huang,
Zhouchang and Mr. Fan, Anthony Ren Da will retire from
the board by rotation at the forthcoming annual general
meeting and, being eligible, have offered themselves
for re-election.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election
at the forthcoming annual general meeting has a service
contract with the Company or its subsidiaries which
is not terminable within one year without payment of
compensation other than statutory compensation.

The Non-Executive Directors do not have specific terms
of appointment but are subject to retirement by rotation
in accordance with the Articles of Association of the
Company.

DIRECTORS’ INTERESTS IN CONTRACTS

Except for the transactions disclosed in note 29 to
the financial statements, no contract of significance in
relation to the Group’s business to which the Company
or any of its subsidiaries was a party, and in which a
Director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or
at any time during the year.
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Report of the Directors

ESEERSE

DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

At 31st December 2008, the interests of the Directors in
the shares of the Company, its subsidiaries and other
associated corporations (within the meaning of the
Securities and Futures Ordinance (“SFO”)) as recorded
in the register maintained by the Company under Section
352 of the SFO or as notified to the Company are as
follows:

EERNARAAZROREBREG#ER

RZZBENF+ZA=1+—H SEERAERA - WBQ
AIREHMEEOEE (BERES RBEGHRO ([FHE01))
2R RABRR G - BB R TUKE H 1501 £ 352{5 1M &%
BEZECMAHRLE  RBEARRZEEBM 2 ERD
™

(i) Interests in issued shares (i) BTROER
Number of shares
Rty 8 &
% of total
issued
Personal Family Corporate Share shares
interests interests interests options Total BRET
fHARESE FEER EEER BRE At RBESE
(Note 1) (Note 10)
(it1) (i#10)
Executive Directors Hirg#
Mr. Wong, Wilson Kin Lae BREE 4,576,008 150,000 91,313,597 3,800,088 99,839,693 25.35%
(Note 2) (Note 3)
(it2) (#3)
Mr. Wong, John Ying Man FRFNE 7,668,448 - - 3,800,000 11,468,448 2.91%
Mr. Wong, Raymond Man Hin ENELE 6,417,972 - - 3,800,000 10,217,972 2.59%
Mr. Mok, Kin Hing (Note 4) BRELE (#4) - - - 3,800,000 3,800,000 0.96%
Non-Executive Directors FiiTEE
Dr. Wong, Philip Kin Hang BRTET - 421,000 35,669,688 2,243,000 38,333,688 9.73%
(Note 5) (Note 6)
(i5) (it6)
Mr. Huang, Zhouchang EHERE 600,000 - - 1,750,000 2,350,000 0.60%
Mr. Qiang, Wenyu BXEEE 600,000 - - - 600,000 0.15%
(resigned on 4th July 2008) (ZZEN\FLAEA
BERFNTES)
Ms. Li, Yinghong (Note 7) FRATL (i27) - - - 1,750,000 1,750,000 0.44%
Independent Non-Executive BUHANTEE
Directors
Mr. Leung, Michael Kai Hung PRIESEE 3,694,300 - - 393,800 4,088,100 1.04%
Mr. Fan, Anthony Ren Da BEERE 644,300 - - 393,800 1,038,100 0.26%
Mr. Ng, Yiu Ming fiih b 330,000 - - 393,800 723,800 0.18%
Alternate Directors HEZE
Mr. Xiong, Zhengfeng BEFELE - - - 450,000 450,000 0.11%
Mr. Wong, David Ying Kit (Note 8)  Eitt %4 (528) - - - 450,000 450,000 0.11%
Mr. Zhang, Yuankun (Note 9) RrHEE (#9) - - - 930,000 930,000 0.24%



DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES (Continued)

()

Notes:

(1

(2

(©)

4

(5)

(6)

7

8

9)

Interests in issued shares (Continued)

The shares are registered under the names of the
Directors who are the beneficial shareholders.

Ms. Sun, Amelia Kwing Hai, spouse of Mr. Wong, Wilson
Kin Lae, is the beneficial shareholder.

Mr. Wong, Wilson Kin Lae is the beneficial shareholders
of 50% of the issued share capital of Broadbridge
Enterprises Limited and Diamond-Harvest Limited, which
owned 13,431,837 and 77,881,760 shares respectively
in the Company at 31st December 2008.

Mr. Mok, Kin Hing was granted 3,800,000 share options
prior to his appointment as an Executive Director of the
Company on 1st July 2008. As of the date of this report,
none of the subject share options has been exercised.

Mrs. Wong Cheng, Gertrude Kwok Cheung, spouse of Dr.
Wong, Philip Kin Hang, is the beneficial shareholder.

Dr. Wong, Philip Kin Hang is the beneficial shareholder
of 50% of the issued capital of Ho Kit Man Inc., which
owned 35,669,688 shares in the Company at 31st
December 2008.

Ms. Li, Yinghong was granted 1,750,000 share options
prior to her appointment as a Non-Executive Director
of the Company on 4th July 2008. As of the date of
this report, none of the subject share options has been
exercised.

Mr. Wong, David Ying Kit was granted 450,000 share
options prior to his appointment as alternate to Dr.
Wong, Philip Kin Hang, a Non-Executive Director of
the Company, on 4th July 2008. As of the date of this
report, none of the subject share options has been
exercised.

Mr. Zhang, Yuankun was granted 930,000 share options
prior to his appointment as alternate to Mr. Wong,
Wilson Kin Lae, the Chairman and an Executive Director
of the Company, on 4th July 2008. As of the date of
this report, none of the subject share options has been
exercised.

Annual Report 2008 £

EEREAQFAZROREERDER (4

(5)

(6)

(9)

RITROER (8)

BRERNDATZEEH RO RERRE

ZERG DHEBESFIL A BB MELT AR SR
oo

RZZETZNET_A=+—H  ZSERMHHBEBETF L
5 E50%31TIR A M Broadbridge Enterprises Limited
(#4513,431,837/% 1) K Diamond-Harvest Limited (3%
77,881,760 17) REmMIR

RREEENR ST N\FLA - HEZERARRNTE

A1 1%3,800,00010 M8 ik - MAIRE R - HIE LB
PRAERETTIE -

ZERNDEREL TR I 2 EBENEEL T AERR
o
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Report of the Directors

ESEERSE

DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES (Continued)

(i) Interests in issued shares (Continued)
Notes: (Continued)

(10)  Share options are granted to the Directors under the
Share Option Scheme (the “Scheme”) approved by the
shareholders at an extraordinary general meeting on 6th
June 2003 and a refreshment of share option mandate
limit under the Scheme was approved by shareholders
at the annual general meeting on 2nd June 2006.
Details of which were set out in the section “SHARE
OPTION SCHEME” below.

All the interests disclosed under this section represent
long positions in the shares of the Company.

(ii)  Interests in underlying shares

The Directors of the Company have been granted
options under the Company’s share option
scheme, details of which are set out in the section
“SHARE OPTION SCHEME” below.

Apart from the foregoing, none of the Directors of
the Company or any of their spouses or children
under eighteen years of age has interests or
short positions in the shares, underlying shares or
debentures of the Company, or any of its holding
Company, subsidiaries or other associated
corporations, as recorded in the register required
to be kept under section 352 of the SFO or as
otherwise notified to the Company pursuant to
the Model Code for Securities Transactions by
Directors of Listed Companies.

EERNARAAZROREBRMEER (&)

(i) BTROER (B
PiiEE : (%)

(10) BREARBAR-ZZ=FNANARITZRRFIAEG L
o 2 IR BN —TTRENA - HETZRERE
FRELMEZEHNBRERERE EFERTRER
1% - FIEE2HATZ [k 8

BB A I 2 B R I AR R B 2 B 4D Ko i B A AP RO 4F
E o

(i) REERG &R

ADFVEBE R IEA D T B IR
BB B TS [RRARAR 21 81| — 1 -

B EXPES  BIEARREFTHWE BB
TNABR T FRURARRREEZERAR - ME
N SE M ARREE 2 R - RO RESPE
BRALENREE S MM EGIIFEIB2GFEZE
CMERE LM AR ERTETESR S ZRETRI
BMEARNA) 2K ©



SHARE OPTION SCHEME

Share options are granted to directors, employees and
other eligible participants specified under the Share
Option Scheme (the “Scheme”) approved by shareholders
of the Company at an extraordinary general meeting on
6th June 2003. Details of the Scheme are as follows:

Purpose To give eligible participants incentives or
rewards for their contribution or potential
contribution to the Group

Participants (i) Directors, employees of any member
of the Group or any controlling
shareholder of the Company
(“Controlling Shareholder”) or any
company controlled by a Controlling
Shareholder,

(i) Holder of any securities issued
by any member of the Group or
any Controlling Shareholder of the
Company or any company controlled
by a Controlling Shareholder,

(iiiy  (a) any business or joint venture
partner, contractor, agent or
representative of,

(b) any supplier of goods or
services to, or

(c) any customer or distributor of
goods or services of,

any member of the Group or any
Controlling Shareholder or a
company controlled by a Controlling
Shareholder;

and for the purpose of the Scheme,
shall include any company
controlled by one or more persons
belonging to any of the above
classes of persons
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Report of the Directors

ESEERSE

SHARE OPTION SCHEME (Continued)

Total number of 40,251,488 ordinary shares and
ordinary shares 10.22% of the issued share capital
available for
issue and the
percentage
of the issued
share capital
that it represents
as at the date
of the annual
report

Maximum 1% of the aggregate number of
entitlement of ordinary shares in issue in any
each participant 12-month period up to the date of

grant
Period within Within a maximum period of 10
which the years commencing from the date

securities must  of grant of such options
be taken up
under an option

Minimum period Not applicable
for which an
option must be
held before
it can be
exercised

Amount payable  HK$1.00 for each lot of share
on acceptance  options granted
of the option

Period within 21 days from the date of the offer
which payments
must be made

BRETE ()

AT BRR
BER N AN F
Z BHMAEE T
AR ZBED

FER2EENZE
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SHARE OPTION SCHEME (Continued)

Basis of
determining the
exercise price

The higher of (i) the closing price
of the shares on the offer date or
(ii) the average closing price of
the shares for the 5 trading days
immediately preceding the offer
of the option, provided that the
exercise price is not less than the
nominal value of the share

The Scheme remains in force until
5 June 2013 unless otherwise
terminated under terms of the
Scheme

The remaining life
of the Scheme

At 31st December 2008, the Directors, employees and
other participants had the following interests in options to
subscribe for shares of the Company (market value per
share at 31st December 2008 was HK$0.55) granted for
a consideration of HK$1 for each lot of options granted
under the Scheme. The options are unlisted. Each option
gives the holder the right to subscribe for one ordinary
share of HK$0.50 each of the Company.
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Report of the Directors

ESEERSE

SHARE OPTION SCHEME (Continued) BRE (8
No. of options Market
BREZA value
per share
Held at Granted  Cancelled Outstanding Period at date
1st January during during at the during which of grant
2008 the year the year year end options are Exercise of options*
RZBEN RER RER REAH exercisable price per  RERE
£-A-H Rz i K72z Date granted BRETTE share REAHZ
2t BREHE BREZE BREZE RUAH 2B BRORE SRIE
HK$ HK$
ey BT
Directors
Ez
Executive Directors:
HiTEE
Mr. Wong Wilson Kin Lae - 3,800,088 - 3,800,088 30th June 2008 30th June 2008 to 0.910 0.844
BRAIEE “2T)\E 29th June 2018
~A=TH “TZN\FRA=TH
E2Z-\EXAZTIA
Mr. Wong, John Ying Man - 3,800,000 - 3,800,000  30th June 2008 30th June 2008 to 0.910 0.844
BRHLE —ZTNE 29th June 2018
~NA=TH “TE\FAXA=TAH
E2F-\EAAZTAA
Mr. Wong, Raymond Man Hin - 3,800,000 - 3,800,000  30th June 2008 30th June 2008 to 0.910 0.844
BXERL ZETN\F 29th June 2018
~A=TH ZZE\FAA=1A
22 \EXAZTNA
Mr. Mok, Kin Hing (Note 1) - 3,800,000 - 3,800,000  30th June 2008 30th June 2008 to 0.910 0.844
EREGE (1) I 29th June 2018
~A=TH ZFEN\ERA=1A
E25-\§RAZTNA
Non-Executive Directors:
FHTEE
Dr Wong, Philip Kin Hang 493,000 - - 493,000  21st June 2005 21st June 2005 to 2.425 1.736
ﬁg “ITHF 5th June 2013
~NAZT-H “EERFAA-T-H
Z-F-=47AHA
- 1,750,000 - 1,750,000  30th June 2008 30th June 2008 to 0.910 0.844
—TTN\E 29th June 2018
~A=TH TR \ERAZTH
22 \EXAZTAA
Mr. Huang, Zhouchang - 1,750,000 - 1,750,000  30th June 2008 30th June 2008 to 0.910 0.844
BHERE —RENE 29th June 2018
~A=TH ZFEN\ERA=1A
22T \ERAZTNA
Ms. Li, Ymghong (Note 2) - 1,750,000 - 1,750,000  30th June 2008 30th June 2008 to 0.910 0.844
SR L+ (#2) ZETN\E 29th June 2018
~A=1A —::AEAH A
Z-\F~A=thA
Independent Non-Executive
Directors:
BUHHTEE -
Mr. Leung, Michael Kai Hung - 393,800 - 393,800  30th June 2008 30th June 2008 to 0.910 0.844
RRERE “IT)E 29th June 2018
~A=1A _77A$AH TH
T-\F~AZthA
Mr. Fan, Anthony Ren Da - 393,800 - 393,800  30th June 2008 30th June 2008 to 0.910 0.844
BLEEE “2T)\E 29th June 2018
~A=TH 2T\ A=TH
22Z-\EXAZTIE
Mr. Ng,Yiu Ming - 393,800 - 393,800  30th June 2008 30th June 2008 to 0.910 0.844
mBREE “ZTN\E 29th June 2018
~NA=TH ZZE\FRA=1A

E-E-\ERAZTAE
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SHARE OPTION SCHEME (Continued) BRE (8
No. of options Market
BREXE value
per share
Held at Granted  Cancelled Outstanding Period at date
1st January during during at the during which of grant
2008 the year the year year end options are Exercise of options*
RZBEN RER RER REAR exercisable price per  RERE
£-A-H Rz i KTz Date granted BRENTE share REAHZ
&8 BREHE BREHE BREBE RUEH M BRTEE SROE
HK$ HK$
BT AT
Alternate Directors:
Mr. Xiong, Zhengfeng - 450,000 - 450,000  30th June 2008 30th June 2008 to 0.910 0.844
FEEBAE ZETN\E 29th June 2018
~A=1R ZET)\EXA=TH
22T \ERAZThE
Mr. Wong, David Ying Kit (Note 3) - 450,000 - 450,000  30th June 2008 30th June 2008 to 0.910 0.844
BARBRE (23) “EENE 29th June 2018
~A=1A ZET\FRAZTH
E_Z-\ERAZTAR
Mr. Zhang, Yuankun (Note 4) - 930,000 - 930,000  30th June 2008 30th June 2008 to 0.910 0.844
FUBAE (74) “EEN\E 29th June 2018
~A=tA T \FRAZTR
EFIE-\ERAZTAR
Employees (Note 5) 552,000 - - 552,000  21st June 2005 21st June 2005 to 2.425 1.736
B8 (z5) “ZTHE 5th June 2013
~AAZT-B ZERRFRACT-R
E_E-ZEXALH
- 9,830,000 (50,0000 9,780,000  30th June 2008 30th June 2008 to 0.910 0.844
“IT)NE 29th June 2018
~A=1A T \FRAZTR
E_E-\ERAZTAR
Other eligible persons (Note 5) 170,000 - - 170,000  21st June 2005 21st June 2005 to 2.425 1.736
RftEERAL (5 e Sika 5th June 2013

~NA-t-H “ZTREAAE-T-A
Z-E-=%,A1H

- 6,095,000 - 6,095,000  30th June 2008 30th June 2008 to 0.910 0.844
—ZRN\E 29th June 2018
~A=1A —ZT)\#~A=1H

EZE-\ERAZTAE

1,215,000 39,386,488 (50,0000 40,551,488
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Report of the Directors

ESEERSE

SHARE OPTION SCHEME (Continued)

Notes:

(1) Mr. Mok, Kin Hing was granted 3,800,000 share
options prior to his appointment as an Executive
Director of the Company on 1st July 2008. As of the
date of this report, none of the subject share options
has been exercised.

(2) Ms. Li, Yinghong was granted 1,750,000 share options
prior to her appointment as a Non-Executive Director
of the Company on 4th July 2008. As of the date of
this report, none of the subject share options has
been exercised.

(3) Mr. Wong, David Ying Kit was granted 450,000 share
options prior to his appointment as alternate to Dr.
Wong, Philip Kin Hang, a Non-Executive Director of
the Company, on 4th July 2008. As of the date of this
report, none of the subject share options has been
exercised.

(4) Mr. Zhang, Yuankun was granted 930,000 share
options prior to his appointment as alternate to
Mr. Wong, Wilson Kin Lae, the Chairman and an
Executive Director of the Company, on 4th July 2008.
As of the date of this report, none of the subject share
options has been exercised.

(5) Subsequent to 31st December 2008, 50,000 and
250,000 shares options, which had been granted to
employees of the Group and other eligible persons
respectively were cancelled as a result of termination
of employment or cessation of services rendered to
the Group.

The options granted to the Directors are registered under the
names of the Directors who are also the beneficial owners.

* being the weighted average closing price of the
Company’ s ordinary shares immediately before the
dates on which the options were granted or exercised, as
applicable.

Information on the accounting policy for share options granted
and the weighted average value per option is provided in note
2(l)(ii) and note 24 to the financial statements respectively.

Apart from the foregoing, at no time during the year was the
Company, or any of its holding company, subsidiaries or
fellow subsidiaries a party to any arrangement to enable the
directors of the Company to acquire benefits by means of the
acquisition of shares in or debentures of the Company or any
other body corporate.

B (E
st

(1) HREEENR ST N\ELA - BEZTARAQRNITE
L HIE%3,800,0001) B AL HE - ARG H - BEE FEE
PRAERETIE ©

(2) FRAXEIN -ZTZN\FLANBEZERRNDRENT
B EFIERA1,750,00000 B fLRE - MAHRE R - BIE Bt
BT -

(8) EHAGEKENR-ZTNFLANBREZERARRFHNT
BEEEw 7 B2 REFFIERK450,0000 B - KA
WER - B LR B AEETTE -

(4)  RAUMEAR_ZEENFLANRAEZERARAIRER
WITEEFR ML L 2 KEE//X930,00010 B A -
WNARER - BHE DR BEAEETTE -

(5) RZZEZNF+TZA=+—HLEEH% 50,0008k &
250,000 FTEBEE TR EME ERATWERERL
IHEFRBESIIE IR -

ETEFCBRENVARBAEREAACEEZERET -

* o BRI AR BRI AR H kAT (WE ) HER 2
EFHY T E -

BEHBREZ @ BE RSN BRENEFHEZERD FIER
B s ER R M EE2(1) (i) & i 7524 ©

B EXARE SN - REREMAKRE - AAR - EEMZERAR -
MEARRRARME AR IFHEFEARREFABERRER
FREMERBRNIBESF 2R 2T ARG GE 2R 24
¥ o



SUBSTANTIAL SHAREHOLDERS’ INTERESTS
IN SHARES AND UNDERLYING SHARES

According to the register of substantial shareholders
maintained under section 336 of the SFO as at 31st

Annual Report 2008 £

FERRREAQAZRORAERERG 2 E&

B EAESZRDERIN
B RIEES

R-FE \E+-A=+—
IEDIFIBIEMRE 2 EBREBRM - &

December 2008, the Company had been notified of the  ARIEHE NI A KRR FZEITIRARE%IA FREZSZ BN
following substantial shareholders’ interests being 5% or
more of the Company’s ordinary shares in issue. These
interests are in addition to those disclosed above in
relation to the Directors:
Number of shares
ROHE
% of total
issued
Registered  Corporate Family Total shares
shareholders  interests interest A ETER BERT
ERERR EEEE XEREE ROEEHE ROABIE
Substantial shareholders FTERR
Ms. Sun, Amelia Kwing Hai FEzL 150,000 91,313,597 8,376,096 99,839,693 25.35%
(Note 2) (Note 1)
(##2) (1)
Diamond-Harvest Limited Diamond-Harvest Limited 77,881,760 - - 77,881,760 19.77%
(Note 3)
(i#3)
Silver Talent Development Limited RV ZE AR A A - 53,080,800 - 53,080,800 13.48%
Allianz AG Allianz AG - 28,864,000 - 28,864,000 7.33%
Dresdner Bank Dresdner Bank - 28,864,000 - 28,864,000 7.33%
Aktiengesellschaft Aktiengesellschaft (Note 6)
(i76)
Dresdner VPN N.V. Dresdner VPN N.V - 28,864,000 - 28,864,000 7.33%
(Note 6)
(i16)
Mrs. Wong Cheng, BHEEL L 421,000 35,669,688 2,243,000 38,333,688 9.73%
Gertrude Kwok Cheng (Note 4)
(i#4)
Ho Kit Man Inc. Ho Kit Man Inc. 35,669,688 - - 35,669,688 9.05%
(Note 5)

(it5)
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Report of the Directors

ESEERSE

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
IN SHARES AND UNDERLYING SHARES
(Continued)

Notes:

(1

(2

(©)

4

6)

(6)

These shares were held by Mr. Wong, Wilson Kin Lae,
spouse of Ms. Sun, Amelia Kwing Hai, of which details
are set out in the “Directors’ interests in shares and
underlying shares” section above.

These shares were held through Broadbridge Enterprises
Limited and Diamond-Harvest Limited, companies
beneficially owned by Ms. Sun, Amelia Kwing Hai and
her spouse, Mr. Wong, Wilson Kin Lae.

These shares were held through Diamond-Harvest
Limited, a company controlled by Ms. Sun, Amelia
Kwing Hai and Mr. Wong, Wilson Kin Lae.

These shares were held by Dr. Wong, Philip Kin Hang,
spouse of Mrs. Wong Cheng, Gertude Kwok Cheung,
of which details are set out in the “Directors’ interest in
shares and underlying shares” section above.

These shares were held through Ho Kit Man Inc., a
company controlled by Mrs. Wong Cheng, Gertude
Kwok Cheung and Dr. Wong, Philip Kin Hang.

Subsequent to 31 December 2008, Dresdner Bank
Aktiengesellschaft and Dresdner VPN N.V. (“Dresdner
Bank Group”) were acquired by Commerzbank AG on
12th January 2009. Commerzbank AG becomes the
sole shareholder of Dresdner Bank Group and Allianz
AG has no interests in the shares of the Company.

All the interests disclosed under this section represent
long positions in the shares of the Company.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors of
the Company, as at the date of this annual report, the
Company has maintained the prescribed public float
under the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing
Rules”).

FIVE YEAR SUMMARY

A summary of the results and of the assets and liabilities
of the Group for the last five financial years is set out on
pages 127 and 128 of the annual report.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s Articles of Association and there was no
restriction against such rights under the laws of Hong
Kong, which would oblige the Company to offer new
shares on a pro-rata basis to existing shareholders.

PURCHASE, SALE OR REDEMPTION OF
SHARES

Neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of the Company’s
shares during the year.

MANAGEMENT CONTRACTS

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

CONNECTED TRANSACTIONS

Significant related party transactions entered into by
the Group during the year ended 31st December 2008,
which do not constitute connected transactions under the
Listing Rules, are disclosed in note 29 to the financial
statements.
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RETIREMENT SCHEMES

The Group operates two defined benefit retirement
schemes which cover all of the Group’s employees,
and a Mandatory Provident Fund scheme. Particulars of
these retirement schemes are set out in note 22 to the
financial statements.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the Independent
Non-Executive Directors an annual confirmation of
independence pursuant to Rule 3.13 of the Listing
Rules and considers all the Independent Non-Executive
Directors to be independent.

AUDITORS

Baker Tilly Hong Kong Limited were first appointed as
auditors of the Company in 2006 upon the retirement of
PricewaterhouseCoopers.

Baker Tilly Hong Kong Limited will retire and, being
eligible, offer themselves for reappointment. A resolution
for the re-appointment of Baker Tilly Hong Kong Limited
as auditors of the Company will be proposed at the
forthcoming annual general meeting.

By order of the board

Wong, Wilson Kin Lae
Chairman

Hong Kong, 22nd April 2009
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The Company puts great emphasis on corporate
governance and reviews and strengthens corporate
governance measures from time to time. The Board
believes that shareholders can derive maximum benefits
from good corporate governance.

Throughout the year, the Company was in compliance
with the Code of Corporate Governance Practices
(the “CG Code”) as set out in Appendix 14 of The
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”),
save for a deviation from code provision A.4.1 of the
CG Code in respect of the service term of non-executive
directors.

Under code provision A.4.1 of the CG Code, non-
executive directors (including independent non-executive
directors) should be appointed for a specific term and
subject to re-election.

None of the existing non-executive directors of
the Company is appointed for a specific term. This
constitutes a deviation from code provision A.4.1 of
the CG Code. However, all non-executive directors
are subject to retirement by rotation and re-election
at the annual general meeting of the Company in
accordance with the Company’s Articles of Association.
The Company has also received the annual confirmation
of independence from each independent non-executive
director and has grounds to believe that independent
non-executive director continues to be independent of
the Company. As such, the Company considers that
sufficient measures have been taken to ensure that the
Company’s corporate governance practices are no less
exacting than those in the CG Code.

SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out
in Appendix 10 of the Listing Rules (the “Model Code”)
as the code of conduct for securities transactions by
directors and has adopted written guidelines no less
exacting than the Model Code for application to senior
management and designated people who might have
access to price sensitive information of the Group.
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Having made specific enquiries of the directors, all
directors confirm that that they had complied with the
Model Code for the year ended 31st December 2008.

GOVERNANCE STRUCTURE

The Company’s corporate governance structure includes
the board and two committees under the board, namely
audit committee and remuneration committee. The board
stipulates the terms of reference of all committees in
writing and specifies clearly the power and responsibilities
of the committees.

BOARD OF DIRECTORS

Comprising four executive directors, three non-executive
directors, and three independent non-executive
directors (and three alternate directors), the Board
has an appropriate composition of directors. The non-
executive directors are each appointed for an unspecified
term. Please refer to page 12 of this annual report for
composition of the board of directors.

All independent non-executive directors of the Company
have complied with the requirements of the Listing Rules
and have submitted to the Company annual confirmation
of independence pursuant to Rule 3.13 of the Listing
Rules. The board has assessed their independence and
confirms that all independent non-executive directors are
independent parties as defined in the Listing Rules. Mr.
Leung, Michael Kai Hung was appointed on 16th March
1988, Mr. Fan, Anthony Ren Da was appointed on 12th
December 1994 and Mr. Ng Yiu Ming was appointed
on 2nd July 2004. The appointment of directors is
not fixed for a specified term, but at every annual
general meeting, they are subject to the retirement and
re-election requirements pursuant to the Articles of
Association of the Company.
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The family relationship among the directors are
summarized as follows:

Mr. Wong, Wilson Kin Lae, Chairman and Dr. Wong,
Philip Kin Hang are brothers.

Mr. Wong, Wilson Kin Lae is the father of Mr. Wong,
Raymond Man Hin and uncle of Mr. Wong, John Ying
Man and Mr. Wong, David Ying Kit.

Dr. Wong, Philip Kin Hang is the father of Mr. Wong,
John Ying Man and Mr. Wong, David Ying Kit and uncle
of Mr. Wong, Raymond Man Hin.

Mr. Wong, John Ying Man and Mr. Wong, David Ying
Kit are brothers and they are cousins of Mr. Wong,
Raymond Man Hin.

The directors have conducted a review of the
effectiveness of the system of internal control of the
Company and its subsidiaries.

The board convenes at least two regular meetings each
year (approximately each six months), and will convene
further meetings when necessary. When a regular board
meeting is convened, the board documents will be sent
to the directors for review before the meeting pursuant
to the Listing Rules and the CG Code so that the
directors can keep abreast of the information to perform
their duties and responsibilities. The board convened 9
meetings in 2008.
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The attendance of directors is as follows: EEHEBRAOT
Attendance
HE
No. of meetings
attended/
No. of meetings
held during
term of service Attendance
Director Name HESERE Rate
EEZER EHAGERE HE=R
Executive Directors HITEE
Mr. Wong, Wilson Kin Lae (Chairman) & 5|54 (FE) 9/9 100%
Mr. Wong, John Ying Man EWRES A 6/9 67%
Mr. Wong, Raymond Man Hin BEXABLE 9/9 100%
Mr. Mok, Kin Hing SEREEE 11 100%
(appointed on 1st July 2008) (ZZEEN\FLA—HEZMT)
Non-Executive Directors HHITEE
Dr. Wong, Philip Kin Hang EGR 7/9 78%
Mr. Huang, Zhouchang BEHEEE 9/9 100%
Mr. Qiang, Wenyu 3 SRR 1/8 13%
(resigned on 4th July 2008) (ZEENFLAMBET)
Ms Li, Yinghong PHAT LT 11 100%
(appointed on 4th July 2008) (ZZEEN\FLAMBEZRT)
Independent Non-Executive Directors BV HB1TEE
Mr. Leung, Michael Kai Hung PR & 8/9 89%
Mr. Fan, Anthony Ren Da BELE 9/9 100%
Mr. Ng, Yiu Ming RRRAA % 9/9 100%

The remuneration of directors is determined with
reference to their functions and responsibilities in the
Company, the performance of the Company and the
current market conditions. Director is not allowed to
participate in determining his own remuneration. The
remuneration received by directors from the Company
during the year is set out in Note 7 of the financial
statement. The board has set up an independent
professional consulting procedure and upon reasonable
request, directors are able to seek independent
professional advice in appropriate circumstance at the
Company’s expenses.
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AUDIT COMMITTEE

The audit committee comprises three independent non-
executive directors and one non-executive director with
extensive experience in accounting or legal matters. The
audit committee established with specific written terms
of reference is mainly responsible for reviewing the
financial statements and annual and half-yearly reports
and accounts of the Company, submitting relevant
reports and recommendations to the board, reviewing
the Company’s financial controls, internal control and risk
management systems and making recommendations on
the appointment and remuneration of the auditors of the
Company and any matters related to the termination of
appointment. Mr. Leung, Michael Kai Hung is chairman
of the audit committee and is responsible for reporting
the meeting results and recommendations of the audit
committee to the board after each meeting.

In 2008, the audit committee convened 2 meetings.
Members of the audit committee and their attendance
are as follows:
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Attendance

i

No. of meetings attended/
No. of meetings

held during the year Attendance
Member Name HESERRE Rate
REEAH FHRNERRH HE=R
Mr. Leung, Michael Kai Hung (Chairman) REHESTE (/) 2/2 100%
Mr. Fan, Anthony Ren Da BlERAE 2/2 100%
Mr. Ng, Yiu Ming heA%E 2/2 100%
Mr. Huang, Zhouchang mEHELE 2/2 100%
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Tasks undertaken by the audit committee during the year
included reviewing the 2007 audited financial statements
and the annual results announcement, reviewing the
interim report for the six months ended 30th June 2008
and the interim results announcement, considering the
accounting standards adopted, reviewing the explanatory
letter about audit submitted by the auditors to the
management and the response of the management, the
basis of opinion and qualified opinion (if any) made by
the auditors in their report.
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REMUNERATION COMMITTEE

The remuneration committee comprises three
independent non-executive directors, two executive
directors and one non-executive director. The
remuneration committee established with specific
written terms of reference, is principally responsible for
reviewing and approving remuneration plans for directors
and senior management, determining the remuneration
package of executive directors and senior management,
including benefits, pension interests and the payment of
compensation. Mr. Leung, Michael Kai Hung is chairman
of the remuneration committee and is responsible for
reporting the meeting results and recommendations
of the remuneration committee to the board after each
meeting.

In 2008, the remuneration committee convened 1
meeting. Members of the remuneration committee and
their attendance are as follow:

¥yMEES

FHREEH=RBIFATES  MARTEFARL
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BRI -

Attendance

i

No. of meetings attended/
No. of meetings

held during the year Attendance
Member Name HEEERE Rate
HE&B FHRERIH HE =
Mr. Leung, Michael Kai Hung (Chairman) RRSMESE () 11 100%
Mr. Fan, Anthony Ren Da Bl ESAE 11 100%
Mr. Ng, Yiu Ming HIBRA S 11 100%
Mr. Huang, Zhouchang EHERE 11 100%
Mr. Wong, Raymond Man Hin EXHELE 11 100%
Mr. Wong, John Ying Man HRELE 11 100%

Tasks undertaken by the remuneration committee
during the year included reviewing the remuneration
structure, remuneration policy and bonus system of
the Group, assessing performance of executive
directors, considering the salary adjustment for the
year and making recommendations to the board. The
remuneration committee also ensures that no director
or senior management member determines his own
remuneration.
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The remuneration policy of the Group is to determine
the remuneration of executive directors and senior
management based on their responsibilities, qualifications
and working performance. No director or any of his
associates is involved in deciding his own remuneration.
The Company has adopted a share option scheme as an
incentive to the directors, employees and other eligible
participants. Details of the share option scheme are set
out in note 24 to the financial statement.

ROLES OF THE BOARD AND MANAGEMENT

The board is principally responsible for establishing the
development direction of the Group, formulating targets
and business development plans, approving major
agreements and matters, monitoring the performance of
senior management. It is also responsible for corporate
governance with a view to increasing shareholders’ value.
Led by the three general managers, the management is
responsible for implementing the strategies and plans
developed by the board.

The Company has developed a schedule of matters
reserved to the board for decisions and has separately
identified those functions reserved to the board. The
board will review those arrangements on a regular basis
to ensure that the arrangements meet the needs of the
Company.

ROLES AND DUTIES OF CHAIRMAN AND
GENERAL MANAGER

The chairman and the general manager (equivalent
to chief executive officer) have different roles. The
chairman is responsible for the operation of the board
and the general managers are responsible for managing
the operations of the Group. Their functions have been
clearly divided to ensure a balanced distribution of power
and no authority will concentrate on a single individual.
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Mr. Wong, Wilson Kin Lae, the chairman of the board
and is principally responsible for leading the board and
ensures the board to act in the best interests of the
Company. The chairman shall ensure the board operates
effectively and performs its proper duties and discusses
all important and proper matters in a timely manner. The
chairman is responsible for convening board meetings,
consulting, determining and approving the agenda of
each board meeting, and ensuring that directors are
provided sufficient information on current matters in a
timely manner. The chairman oversees the structure,
number of members and composition of the board and
makes recommendations to the board on any intended
changes. The chairman is also responsible for ensuring
that the Company formulates good corporate governance
practice and procedure.

Mr. Wong, Raymond Man Hin, the deputy executive
chairman, the executive director and general manager,
is principally responsible for the daily operation and
management of the Group’s overall operations and
implementing the board’s operating strategy and
policy and delegating tasks to all departments for
implementation so as to realize the board’s objectives
and decisions. In addition, he is also responsible for
the Group’s financial reporting, internal control, material
procurement and control, logistics, customs, taxes
and legal matters and compliance, coordinating close
cooperation among all departments, uniting efforts of
staff and encouraging the initiative of staff so as to
ensure smooth and effective operation of the Company’s
operations and systems.

Mr. Wong, John Ying Man, the executive director
and general manager, is principally responsible for
the daily operation and management of the Group’s
overall operations and implementing the board’s
operating strategy and policy and delegating tasks to
all departments for implementation so as to realize the
board’s objectives and decisions. In addition, he is also
responsible for research & development, production,
quality assurance and new product innovations,
coordinating close cooperation among all departments,
uniting efforts of staff and encouraging the initiative of
staff so as to ensure smooth and effective operation of
the Company’s operations and systems.
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Mr. Mok, Kin Hing, the executive director and general
manager, is principally responsible for the daily operation
and management of the Group’s overall operations
and implementing the board’s operating strategy and
policy and delegating tasks to all departments for
implementation so as to realize the board’s objectives
and decisions. In addition, he is also responsible for
supervising all personnel issues at our Nansha production
facilities, all capital equipments installation and disposal,
and overseeing all employee champions programs to
optimize costs and make sure our facilities are in full
compliance with local, international and environment
laws and standards.

NOMINATION OF DIRECTORS

Pursuant to Article 95 of the Company’s Articles of
Association, the board is entitled to appoint any person
as director from time to time or at any time to fill a casual
vacancy or add a new board member. For nomination,
the nominee’s qualifications, capabilities and potential
to make contribution to the Company shall be taken
into consideration. During 2008, the board had not
established a nomination committee, but it will assess
from time to time whether there is a need to establish
the nomination committee to deal with the appointment,
re-election and retirement of directors. During 2008, Mr.
Qiang, Wenyu resigned as non-executive director on
4th July 2008. Mr. Mok, Kin Hing was resigned as the
alternate to Mr. Wong, Wilson Kin Lae (chairman of the
board) and appointed as executive director on 1st July
2008. Ms. Li, Yinghong was appointed as non-executive
director on 4th July 2008. Mr. Wong, David Ying Kit was
appointed as the alternate to Dr. Wong, Philip Kin Hang
(non-executive director) and Mr. Zhang, Yuankun was
appointed as the alternate to Mr. Wong, Wilson Kin Lae
(chairman of the board) on 4th July 2008.
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ACCOUNTABILITY AND AUDIT

Directors acknowledge their responsibility in preparing
financial statements of the Group.

The finance department of the Company is managed by
a qualified staff and supervised by executive director
and general manager, Mr. Wong, Raymond Man Hin,
who is a U.S. certified public accountant. With the
assistance of the finance department, the board will
ensure the preparation of the financial statements of the
Group complies with relevant regulations and applicable
accounting standards.

AUDITOR’S REMUNERATION

For the year ended 31st December 2008, the audit fee
was approximately HK$768,000.

The statement of reporting responsibility issued by Baker
Tilly Hong Kong Limited, the auditor of the Company, in
respect of the financial statements of the Group is set
out in the independent auditor’s report on pages 37 to
38.

COMMUNICATION WITH SHAREHOLDERS

The Company has maintained communication with
shareholders through the annual general meeting
or other general meetings and encourages them to
participate in general meetings. Registered shareholders
receive notices of general meetings by post. The
notice of general meeting contains the agenda, the
proposed resolutions and the voting form. Any registered
shareholder is entitled to attend the annual general
meeting and special general meetings provided that their
shares have been registered in the Company’s register
of members. Shareholders who are unable to attend the
general meeting can fill in the proxy form attached with
the notice of general meeting and return the same to the
share registrar and transfer office of the Company so as
to appoint their representatives or the chairman of the
meeting as their proxies.
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INDEPENDENT AUDITOR’S REPORT TO
THE SHAREHOLDERS OF RAYMOND
INDUSTRIAL LIMITED

(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements
of Raymond Industrial Limited (the “Company”) set out
on pages 39 to 126, which comprise the consolidated
and company balance sheets as at 31st December 2008,
and the consolidated income statement, the consolidated
statement of changes in equity and the consolidated
cash flow statement for the year then ended, and a
summary of significant accounting policies and other
explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
financial statements in accordance with Hong Kong
Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the Hong
Kong Companies Ordinance. This responsibility includes
designing, implementing and maintaining internal
control relevant to the preparation and the true and fair
presentation of financial statements that are free from
material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in
the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these
financial statements based on our audit. This report is
made solely to you, as a body, in accordance with section
141 of the Hong Kong Companies Ordinance, 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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AUDITOR’S RESPONSIBILITY (continued)

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

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

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

OPINION

In our opinion, the consolidated financial statements
give a true and fair view of the state of the affairs of
the Company and of the Group as at 31st December
2008 and of the Group’s loss and cash flows for
the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly
prepared in accordance with the Hong Kong Companies
Ordinance.

Baker Tilly Hong Kong Limited
Certified Public Accountants

Hong Kong, 22nd April 2009

Chan Kwan Ho, Edmond
Practising certificate number P02092
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2008 2007
—EEN\F —ETLF
Note HK$ HK$
Htat B B
Turnover EEX 3 724,191,127 842,856,069
Cost of sales SHE KA (682,305,902) (769,915,516)
Gross profit ER 41,885,225 72,940,553
Other revenue H g A 4 6,019,398 17,272,437
Other net loss H 0¥ E1E 4 (3,063,872) (1,534,778)
Selling expenses HEER (15,765,821)  (10,720,276)
General and administrative expenses 17 & B (59,694,521) (79,174,846)
Loss from operations REEE (30,619,591) (1,216,910)
Share of losses of associates FE{G B & R A BT 18 = (52,868,402)
Loss before taxation BRFE A& 5 (30,619,591)  (54,085,312)
Income tax credit FTS Bt A 6 10,329,332 8,590,769
Loss for the year and KAFTRREEREEFE
attributable to equity
shareholders of the Company 9 (20,290,259) (45,494,543)
Dividends payable to equity RARRHREMAFERS
shareholders of the Company
attributable to the year: 10
Interim dividend declared during AREEEERFEIRE 19,693,244 19,693,244
the year
Final dividend proposed after BEEBEREERE
balance sheet date 2T R A 2R B 19,693,244 3,938,648
Special dividend proposed after BEBEXREFHE
balance sheet date EET IR RIS - 78,772,977
39,386,488 102,404,869
Loss per share BREE
Basic, HK cents HAR B 11 (5.15) (11.55)
Diluted, HK cents e 81 11 (5.15) (11.55)

The notes on pages 47 to 126 form part of these

financial statements.

HNFATEE
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2008 2007
—EENF —ETELHF
Note HK$ HK$
KizE B JE
Non-current assets FREEE
Fixed assets EEEE 13
— Property, plant and equipment — Y - BEREE 171,228,336 179,173,132
— Interests in leasehold land held for — RIEKLIHSHHFE
own use under operating leases Rz T HREzS 14,383,564 14,321,284
Interests in associates N P 14 - =
Deferred tax assets RIEHIBEE 16(b) 5,727,623 4,222,780
191,339,523 197,717,196
Current assets REEE
Inventories FE 17 88,045,302 103,510,986
Trade and other receivables B 5 hEAEWERTE 18 76,581,163 121,299,425
Tax recoverable Al 3R B F{ I8 16(a) 7,882,898 =
Cash and cash equivalents ReMBESSEER 19 215,925,630 305,371,471
388,434,993 530,181,882
Current liabilities REAE
Trade and other payables B 5 hEMERRIE 20 85,917,711 115,370,456
Provision for financial loss B 75 e 1B Bt s 21 - 7,800,000
Current taxation NERFRIE 16(a) - 6,246,710
Dividends payable FERTAR B 10(c) 1,519,973 1,298,417
87,437,684 130,715,583
Net current assets RBEEZFE 300,997,309 399,466,299
Total assets less current liabilities #AEERABES 492,336,832 597,183,495
Non-current liabilities FkRBERE
Deferred tax liabilities FELEHIEA R 16(b) 2,411,225 3,312,680
NET ASSETS BEEFE 489,925,607 593,870,815
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2008 2007
—EEN\F T
Note HK$ HK$
KizE B B

CAPITAL AND RESERVES EAXRf#HE 25
Share capital A& As 196,932,442 196,932,442
Reserves it 292,993,165 396,938,373
TOTAL EQUITY PREES 489,925,607 593,870,815

Approved and authorised for issue by the board of WKRZ-ZEZTNFWA -+ - HEZEIEREETE -
directors on 22nd April 2009.

Wilson Wong Kin Lae Raymond Wong Man Hin
=HEA EXHE

Director Director

EF BEF

The notes on pages 47 to 126 form part of these HFHRF47EEZF 1268 2 MiFREKLFHHHEK 2 5
financial statements. e
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2008 2007
—EENF —ETELHF
Note HK$ HK$
KizE B JE
Non-current assets FkRBEE

Fixed assets EEEE
— property, plant and equipment — W% - BE&EE 13 11,349,481 14,912,076
Investments in subsidiaries B ATIRE 15 212,142,463 212,142,463
223,491,944 227,054,539

Current assets REBEE
Inventories =78 17 11,623,040 14,214,604
Trade and other receivables B 5 R EAEWERTE 18 68,998,362 108,650,817
Amounts due from subsidiaries FEUS BT B A 7] BRIE 15 35,572,307 42,098,440
Tax recoverable GIES R 16(a) 8,244,295 -
Cash and cash equivalents HWeE RS SHEIER 19 154,254,913 296,261,660
278,692,917 461,225,521

Current liabilities REAE
Trade and other payables B 5 hEMERRIE 20 52,961,308 81,153,289
Amounts due to subsidiaries NG 15 28,002,309 56,519,017
Provision for financial loss B 75 e 1B Bt s 21 - 7,800,000
Current taxation AT I 16(a) - 4,751,059
Dividends payable FERTAR B 10(c) 1,519,973 1,298,417
82,483,590 151,521,782
Net current assets REEEFEE 196,209,327 309,703,739
Total assets less current liabilities A& ERATEES 419,701,271 536,758,278

Non-current liabilities FkRBERE

Deferred tax liabilities RIEHIBEE F 16(b) 2,153,992 2,431,680
NET ASSETS BEEFRE 417,547,279 534,326,598




Annual Report 2008 7§

Balance Sheet (At 31st December 2008)

EEBBR —ssns+t-ag=+t-neH)

2008 2007
—EEN\F —ETELHF
Note HK$ HK$
KizE Vot

CAPITAL AND RESERVES EARRF#EE 25
Share capital N 196,932,442
Reserves s 337,394,156
TOTAL EQUITY BRER 534,326,598

Approved and authorised for issue by the board of
directors on 22nd April 2009.

Wilson Wong Kin Lae
A
Director

EZE

The notes on pages 47 to 126 form part of these
financial statements.

pr——s

ThENAZ+ - AREESHERIRETIE -

Raymond Wong Man Hin

BEXE

Director

EZ

HNE

,f/'\ ®

ATEEF126 8 2 I RAR L S Kk 2 — &P
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2008 2007
—EBBN\F —TTLF
Note HK$ HK$
ifza B B
Total equity at 1st January R—A—RBz@ER 593,870,815 722,120,240
Net income recognised directly EEZPEEAR
in equity: ZWEEFEE
Exchange differences on translation & /&N B A 781 7%
of the financial statements of WERIERERR
overseas subsidiaries 25(a) 13,366,721 19,681,316
Net loss for the year AEEFRER (20,290,259)  (45,494,543)
Total recognised income and TEEREIR z2RER
expense for the year and BEARETLARRE
attributable to equity PEL4a%E
shareholders of the Company (6,923,538) (25,813,227)
Dividends declared and approved REFEECE IR MHLE
during the year 2B 10(c), 25(a) (102,404,869) (102,404,869)
Movements in equity arising REXEEEE
from capital transactions: ZEREH

Equity-settled share-based

BN ER IR E

transactions 25(a) 5,383,199 (31,329)
Total equity at 31st December R+-—A=+—H##ER 25(a) 489,925,607 593,870,815
The notes on pages 47 to 126 form part of these HNFA7TEEZF1268 2k AAK I ET HIRFT 2 —5

financial statements.

{/\ ®
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2008

—EENF

Note HK$
it B

2007
—ETF
HK$

JE

Operating activities ReETE
Loss before taxation BT Al &S 1B (30,619,591)  (54,085,312)
Adjustments for: THE
— Interest income — R EWA 4 (5,779,398) (17,152,437)
— Depreciation — e 5(b) 25,650,172 24,974,270
— Net gain on disposal of property, —HEYE  BER
plant and equipment R F WA 4 (23,582) (736,702)
— Amortisation of interests in — B EHERE
leasehold land held for own B Az iR
use under operating leases 5(b) 484,819 465,537
— Share of losses of associates — (GEEE AR EE = 52,868,402
— Impairment loss on loan and —EERNRER R
interest receivable from FEUR B 2 R E & 18
an associate 5(b) - 9,438,646
— Provision for financial loss — IS IEEE 5(b) = 7,800,000
— Equity-settled share-based — EmE R AER
payment transactions I8 H 5(a) 5,383,199 (31,329)
— Foreign exchange loss, net — [& 5 HE 18 4,954,326 5,407,998
Operating profit before changes EEESEHA
in working capital F P 49,945 28,949,073
Decrease/(increase) in inventories wm S (Em) 78 15,465,684 (1,190,789)
Decrease in trade and other receivables 54> & 5 I H b fE L BR 18 44,718,262 22,721,887
Decrease in trade and other payables  J§ A& 5 Kk H i e BRI (29,452,745)  (40,473,174)
Decrease in provision for financial loss & 2> B 7% 5 18 5 & (7,800,000) -
Cash generated from operations REELEZES 22,981,146 10,006,997
Tax paid HIEX
Hong Kong profits tax paid BBMEH (13,116,507) (110,902)
Overseas tax paid BN TR (1,443,655) (1,943,873)
Overseas tax refunded SN IR R [B] 6(a) 8,503,227 777,625
Net cash generated from RETHEEZ
operating activities H&RE 16,924,211 8,729,847
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2008 2007
—EBBN\F —TTLF
Note HK$ HK$
k3 B B
Investing activities REEE
Payment for the property, TRE - BEREE
plant and equipment (9,927,085) (8,620,807)
Proceeds from sale of property, HEYWE  BHEK
plant and equipment RAEFTIS R IE 397,029 6,654,591
Interest received FEW A 5,779,398 16,747,001
Net cash (used in)/generated from BRETE (XH)EE
investing activities ZE&FRE (3,750,658) 14,780,785
Financing activities & SER
Dividends paid THRA 10(c)  (102,183,313) (102,209,110)
Net cash used in R EEE S H
financing activities REFE (102,183,313) (102,209,110)
Decrease in cash and BOPBRER
cash equivalents HeEHEER (89,009,760)  (78,698,478)
Cash and cash equivalents R—A—BZHE&R
at 1st January REe%EEEH 305,371,471 383,106,968
Effect of foreign exchange HNEERSE 2HE
rate changes (436,081) 962,981
Cash and cash equivalents R+Tt-ZA=+—HZzHEE
at 31st December FEEEEER 19 215,925,630 305,371,471

The notes on pages 47 to 126 form part of these

financial statements.

{/\ ®
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1 COMPANY INFORMATION

Raymond Industrial Limited (the “Company”) is a
company incorporated and domiciled in Hong Kong and
has its registered office and principal place of business
at Rooms 1801-1813, 18th Floor, Grandtech Centre, 8
On Ping Street, Shatin, New Territories, Hong Kong.

2 SIGNIFICANT ACCOUNTING POLICIES
(a) Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs”), which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong
and the requirements of the Hong Kong Companies
Ordinance. These financial statements also comply
with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited.

The HKICPA has issued certain new and revised
HKFRSs that are first effective or available for early
adoption for the current accounting period of the Group
and the Company. The adoption of these new and
revised HKFRSs did not result in significant changes to
the Group’s accounting policies applied in these financial
statements for the years presented.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period (see note 32).

A summary of significant accounting policies adopted by
the Group is set out below.

(b) Basis of preparation of the financial
statements

The consolidated financial statements for year ended
31st December 2008 comprise the Company and its
subsidiaries (together referred to as the “Group”) and
the Group’s interests in associates.

The measurement basis used in the preparation of the
financial statements is the historical cost basis.

Annual Report 2008 £
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)

(b) Basis of preparation of the financial
statements (continued)

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements,
estimates and assumptions that affect the application
of policies and reported amounts of assets, liabilities,
income and expenses. The estimates and associated
assumptions are based on historical experience and
various other factors that are believed to be reasonable
under the circumstances, the results of which form the
basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent
from other sources. 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.

Judgements made by management in the application
of HKFRSs that have significant effect on the financial
statements and estimates with a significant risk of
material adjustment in the next year are discussed in
note 31.

(c) Subsidiaries

Subsidiaries are entities controlled by the Group. Control
exists when the Group has the power to govern the
financial and operating policies of an entity so as to
obtain benefits from its activities. In assessing control,
potential voting rights that presently are exercisable are
taken into account.

An investment in a subsidiary is consolidated into
the consolidated financial statements from the date
that control commences until the date that control
ceases. Intra-group balances and transactions and any
unrealised profits arising from intra-group transactions
are eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting from
intra-group transactions are eliminated in the same way
as unrealised gains but only to the extent that there is
no evidence of impairment.

2 ESTEX®)

(b) HBHERZEFEE (F)
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HAE - ARt RRR - ARG RIBBBRRIDREBER
B URZHEAKBATHEBSEZEMRAEMEL
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)
(c) Subsidiaries (continued)

In the Company’s balance sheet, an investment in a
subsidiary is stated at cost less impairment losses (see
note 2(g)(ii)).

(d) Associates

An associate is an entity in which the Group has
significant influence, but not control or joint control, over
its management, including participation in the financial
and operating policy decisions.

An investment in an associate is accounted for in
the consolidated financial statements under the equity
method and is initially recorded at cost and adjusted
thereafter for the post acquisition change in the Group’s
share of the associate’s net assets. The consolidated
income statement includes the Group’s share of the
post-acquisition and post-tax results of the associates.

When the Group’s share of losses exceeds its interest
in the associate, the Group’s interest is reduced to nil
and recognition of further losses is discontinued except
to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of
the associate. For this purpose, the Group’s interest in
the associate is the carrying amount of the investment
under the equity method together with the Group’s long-
term interests that in substance form part of the Group’s
net investment in the associate.

Unrealised profits and losses resulting from transactions
between the Group and its associates are eliminated
to the extent of the Group’s interest in the associate,
except where unrealised losses provide evidence of an
impairment of the asset transferred, in which case they
are recognised in profit or loss.
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(i)

(iii)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Property, plant and equipment

Iltems of property, plant and equipment are stated
in the balance sheet at cost less accumulated
depreciation and impairment losses (see note

2(g)(ii)).

The cost of construction in progress includes
the cost of machinery, materials, construction
expenditures and other costs directly attributable
to bringing the assets to a working condition for
its intended use.

Depreciation is calculated to write off the cost
of items of property, plant and equipment, less
their estimated residual value, if any, over their
estimated useful lives at the following annual
rates:

Buildings held for own use which are
situated on leasehold land, where the fair
value of the building could be measured
separately from the fair value of the
leasehold land at the inception of the
lease (see note 2(f)(i))

Plant and machinery

Furniture, fixtures and equipment

4.0%-4.5% straight line

9.0%-18.0% straight line
9.0%-33.3% straight line

Moulds 10.0% reducing balance and
9.0% straight line
Motor vehicles 25.0% reducing balance and

9.0% straight line

Both the useful life of an asset and its residual
value, if any, are reviewed annually.

Construction in progress is not depreciated until it
is completed and ready for its intended use.

Gains or losses arising from the retirement
or disposal of an item of property, plant and
equipment are determined as the difference
between the estimated net disposal proceeds
and the carrying amount of the item and are
recognised in profit or loss on the date of
retirement or disposal.

(e)
(i)

(i)

(iii)

FESHEER (8)

REEBREERRN - W% - BENREEB B AR
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)
(f) Leased assets

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

(i) Classification of assets leased to the Group

Assets that are held by the Group under leases which
transfer to the Group substantially all the risks and
rewards of ownership are classified as being held under
finance leases. Leases which do not transfer substantially
all the risks and rewards of ownership to the Group are
classified as operating leases, except where the land
held for own use under an operating lease, the fair value
of which cannot be measured separately from the fair
value of a building situated thereon, is accounted for as
being held under a finance lease, unless the building is
also clearly held under an operating lease. For these
purposes, the inception of the lease is the time that the
lease was first entered into by the Group, or taken over
from the previous lessee.

(ii) Operating lease charges

Where the Group has the use of assets held under
operating leases, payments made under the leases are
charged to profit or loss in equal instalments over the
accounting periods covered by the lease term, except
where an alternative basis is more representative of the
pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in profit or loss
as an integral part of the aggregate net lease payments
made. Contingent rentals are charged to profit or loss in
the accounting period in which they are incurred.

The cost of acquiring land held under an operating lease
is amortised on a straight-line basis over the period
of the lease term of 50 years. Impairment losses are
recognised in accordance with accounting policy set out
in note 2(g)(ii).
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)
(g) Impairment of assets
(i) Impairment of receivables

Receivables that are stated at cost are reviewed at
each balance sheet date to determine whether there is
objective evidence of impairment. Objective evidence of
impairment includes observable data that comes to the
attention of the Group about one or more of the following
loss events:

- significant financial difficulty of the debtor;

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

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

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

If any such evidence exists, any impairment loss is
determined and recognised as follows:

For trade and other receivables, the impairment loss is
measured as the difference between the asset’s carrying
amount and the present value of estimated future cash
flows, discounted at the financial asset’s original effective
interest rate (i.e. the effective interest rate computed at
initial recognition of these assets), where the effect
of discounting is material. This assessment is made
collectively where financial assets carried at amortised
cost share similar risk characteristics, such as similar
past due status, and have not been individually assessed
as impaired. Future cash flows for financial assets which
are assessed for impairment collectively are based on
historical loss experience for assets with credit risk
characteristics similar to the collective group.
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)
(g) Impairment of assets (continued)
(i) Impairment of receivables (continued)

If in a subsequent period the amount of an impairment
loss decreases and the decrease can be linked
objectively to an event occurring after the impairment
loss was recognised, the impairment loss is reversed
through profit or loss. A reversal of an impairment
loss shall not result in the asset’s carrying amount
exceeding that which would have been determined had
no impairment loss been recognised in prior years.

Impairment losses are written off against the
corresponding assets directly, except for impairment
losses recognised in respect of trade and other
receivables, whose recovery is considered doubtful
but not remote. In this case, the impairment losses
for doubtful debts are recorded using an allowance
account. When the Group is satisfied that recovery is
remote, the amount considered irrecoverable is written
off against trade and other receivables directly and
any amounts held in the allowance account relating
to that debt are reversed. Subsequent recoveries of
amounts previously charged to the allowance account
are reversed against the allowance account. Other
changes in the allowance account and subsequent
recoveries of amounts previously written off directly are
recognised in profit or loss.

(ii) Impairment of other assets

Internal and external sources of information are reviewed
at each balance sheet date to identify indications that
the following assets may be impaired or an impairment
loss previously recognised no longer exists or may have
decreased:

— property, plant and equipment;

— pre-paid interests in leasehold land classified as
being held under an operating lease; and

- investments in subsidiaries and associates.

If any such indication exists, the asset’s recoverable
amount is estimated.
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(9)
(if)

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment of assets (continued)
Impairment of other assets (continued)
Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its net selling price 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 time value of money and the
risks specific to the asset. Where an asset does
not generate cash inflows largely independent of
those from other assets, the recoverable amount
is determined for the smallest group of assets
that generates cash inflows independently (i.e. a
cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or
loss whenever the carrying amount of an asset,
or the cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment
losses recognised in respect of cash-generating
units are allocated first to reduce the carrying
amount of assets in the unit (or group of units) on
a pro rata basis, except that the carrying value of
an asset will not be reduced below its individual
fair value less costs to sell, or value in use, if
determinable.

Reversals of impairment losses

An impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the recoverable amount. A reversal
of an impairment loss is limited to the asset’s
carrying amount that would have been determined
had no impairment loss been recognised in
prior years. Reversals of impairment losses are
credited to profit or loss in the year in which the
reversals are recognised.
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)
(g) Impairment of assets (continued)
(iii)  Interim financial reporting and impairment

Under the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited, the Group
is required to prepare an interim financial report in
compliance with HKAS 34, Interim financial reporting, in
respect of the first six months of the financial year. At the
end of the interim period, the Group applies the same
impairment testing, recognition, and reversal criteria as
it would at the end of the financial year (see notes 2(g)
(i) and (ii)).

(h) Inventories

Inventories are carried at the lower of cost and net
realisable value.

Cost is calculated using the weighted average cost
formula and comprises all cost of purchases, cost of
conversion and other costs incurred in bringing the
inventories to their present location and condition.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make
the sale.

When inventories are sold, the carrying amount of those
inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of
any write-down of inventories to net realisable value and
all losses of inventories are recognised as an expense
in the period the write-down or loss occurs. The amount
of any reversal of any write-down of inventories is
recognised as a reduction in the amount of inventories
recognised as an expense in the period in which the
reversal occurs.
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)
(i) Trade and other receivables

Trade and other receivables are initially recognised
at fair value and thereafter stated at amortised cost
less impairment losses for bad and doubtful debts
(see note 2(g)(i)), except where the receivables are
interest-free loans made to related parties without any
fixed repayment terms or the effect of discounting
would be immaterial. In such cases, the receivables are
stated at cost less allowance for impairment of doubtful
debts.

(i) Trade and other payables

Trade and other payables are initially recognised at fair
value. Except for financial guarantee liabilities measured
in accordance with note 2(n)(i), trade and other payables
are subsequently stated at amortised cost unless the
effect of discounting would be immaterial, in which case
they are stated at cost.

(k) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on
hand and deposits with banks that are readily convertible
into known amounts of cash and which are subject to an
insignificant risk of changes in value, having been within
three months of maturity at acquisition.

) Employee benefits

(i) Short term employee benefits and contributions
to defined contribution retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement plans
and the cost of non-monetary benefits are accrued in
the year in which the associated services are rendered
by employees. Where payment or settlement is deferred
and the effect would be material, these amounts are
stated at their present values.

The Group operates a mandatory provident fund scheme
in Hong Kong and defined contribution government
pension schemes both in Hong Kong and The People’s
Republic of China (the “PRC”).
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)
) Employee benefits (continued)

(i) Short term employee benefits and contributions
to defined contribution retirement plans
(continued)

Contributions to mandatory provident fund as required
under the Hong Kong Mandatory Provident Fund
Schemes Ordinance, are recognised as an expense in
profit or loss as incurred.

The employees in Hong Kong and the PRC are members
of the retirement benefit scheme administrated by an
independent trustee in Hong Kong and organised by
the government in the PRC respectively. The Group is
required to contribute, based on a certain percentage
of payrolls, to the retirement benefit schemes to fund
the benefits. The only obligation of the Group with
respect to the retirement benefit schemes is to make the
required contributions under the schemes. Contributions
to this retirement benefit schemes are recognised as an
expense in profit or loss as incurred except to the extent
that they are included in the cost of inventories at the
balance sheet date.

(ii) Share-based payments

The fair value of share options granted to employees is
recognised as an employee cost with a corresponding
increase in a capital reserve within equity. The fair value
is measured at grant date using the Black Scholes model,
taking into account the terms and conditions upon which
the options were granted. Where the employees have to
meet vesting conditions before becoming unconditionally
entitled to the options, the total estimated fair value of
the options is spread over the vesting period, taking into
account the probability that the options will vest.

During the vesting period, the number of share options
that is expected to vest is reviewed. Any adjustment to
the cumulative fair value recognised in prior years is
charged/credited to the profit or loss for the year of the
review, unless the original employee expenses qualify for
recognition as an asset, with a corresponding adjustment
to the capital reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect the
actual number of options that vest (with a corresponding
adjustment to the capital reserve) except where forfeiture
is only due to not achieving vesting conditions that relate
to the market price of the Company’s shares. The equity
amount is recognised in the capital reserve until either
the option is exercised (when it is transferred to the
share premium account) or the option expires (when it
is released directly to retained earnings).
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(ii)

(iii)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities.
Current tax and movements in deferred tax
assets and liabilities are recognised in profit or
loss except to the extent that it relates to items
recognised directly in equity, in which case it is
recognised in equity.

Current tax is the expected tax payable on the
taxable income for the year, using tax rates
enacted or substantively enacted at the balance
sheet date, and any adjustment to tax payable in
respect of previous years.

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between the
carrying amounts of assets and liabilities for
financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax
losses and unused tax credits.

Apart from certain limited exceptions, all deferred
tax liabilities, and all deferred tax assets to the
extent that it is probable that future taxable profits
will be available against which the asset can be
utilised, are recognised. Future taxable profits
that may support the recognition of deferred
tax assets arising from deductible temporary
differences include those that will arise from the
reversal of existing taxable temporary differences,
provided those differences relate to the same
taxation authority and the same taxable entity,
and are expected to reverse either in the same
period as the expected reversal of the deductible
temporary difference or in periods into which a
tax loss arising from the deferred tax asset can
be carried back or forward. The same criteria
are adopted when determining whether existing
taxable temporary differences support the
recognition of deferred tax assets arising from
unused tax losses and credits, that is, those
differences are taken into account if they relate to
the same taxation authority and the same taxable
entity, and are expected to reverse in a period,
or periods, in which the tax loss or credit can be
utilised.
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(iii)
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(m)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Income tax (continued)

The limited exceptions to recognition of deferred
tax assets and liabilities are those temporary
differences arising from the initial recognition of
assets or liabilities that affect neither accounting
nor taxable profit (provided they are not part of a
business combination), and temporary differences
relating to investments in subsidiaries to the
extent that, in the case of taxable differences,
the Group controls the timing of the reversal
and it is probable that the differences will not
reverse in the foreseeable future, or in the case of
deductible differences, unless it is probable that
they will reverse in the future.

The amount of deferred tax recognised is
measured based on the expected manner of
realisation or settlement of the carrying amount of
the assets and liabilities, using tax rates enacted
or substantively enacted at the balance sheet
date. Deferred tax assets and liabilities are not
discounted.

The carrying amount of a deferred tax asset
is reviewed at each balance sheet date and is
reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to
allow the related tax benefit to be utilised. Any
such reduction is reversed to the extent that it
becomes probable that sufficient taxable profits
will be available.

Additional income taxes that arise from the
distribution of dividends are recognised when
the liability to pay the related dividends is
recognised.

(m)
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Notes to the Financial Statements

Ak B By &

(m)
(iv)

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Income tax (continued)

Current tax balances and deferred tax balances,
and movements therein, are presented separately
from each other and are not offset. Current tax
assets are offset against current tax liabilities, and
deferred tax assets against deferred tax liabilities,
if the Company or the Group has the legally
enforceable right to set off current tax assets
against current tax liabilities and the following
additional conditions are met:

- in the case of current tax assets and
liabilities, the Company or the Group
intends either to settle on a net basis, or
to realise the asset and settle the liability
simultaneously; or

- in the case of deferred tax assets and
liabilities, if they relate to income taxes
levied by the same taxation authority on
either:

— the same taxable entity; or

— different taxable entities, which,
in each future period in which
significant amounts of deferred tax
liabilities or assets are expected to
be settled or recovered, intend to
realise the current tax assets and
settle the current tax liabilities on
a net basis or realise and settle
simultaneously.
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Financial guarantees issued, provisions
and contingent liabilities

(i) Financial guarantees issued

Financial guarantees are contracts that require the
issuer (i.e. the guarantor) to make specified payments to
reimburse the beneficiary of the guarantee (the “holder”)
for a loss the holder incurs because a specified debtor
fails to make payment when due in accordance with the
terms of a debt instrument.

Where the Group issues a financial guarantee, the fair
value of the guarantee (being the transaction price,
unless the fair value can otherwise be reliably estimated)
is initially recognised as deferred income within trade
and other payables. Where consideration is received
or receivable for the issuance of the guarantee, the
consideration is recognised in accordance with the
Group’s policies applicable to that category of asset.
Where no such consideration is received or receivable,
an immediate expense is recognised in profit or loss on
initial recognition of any deferred income.

The amount of the guarantee initially recognised as
deferred income is amortised in profit or loss over
the term of the guarantee as income from financial
guarantees issued. In addition, provisions are recognised
in accordance with note 2(n)(ii) if and when (i) it becomes
probable that the holder of the guarantee will call upon
the Group under the guarantee, and (ii) the amount
of that claim on the Group is expected to exceed the
amount currently carried in trade and other payables
in respect of that guarantee i.e. the amount initially
recognised, less accumulated amortisation.
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)

(n) Financial guarantees issued, provisions
and contingent liabilities (continued)

(i) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a legal or
constructive obligation arising as a result of a past
event, it is probable that an outflow of economic benefits
will be required to settle the obligation and a reliable
estimate can be made. Where the time value of money
is material, provisions are stated at the present value of
the expenditure expected to settle the obligation.

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

(o) Revenue recognition

Provided it is probable that the economic benefits
will flow to the Group and the revenue and costs,
if applicable, can be measured reliably, revenue is
recognised in profit or loss as follows:

(i) Sale of goods

Revenue is recognised when goods are delivered at the
customers’ premises which is taken to be the point in
time when the customer has accepted the goods and
the related risks and rewards of ownership. Revenue
excludes value added tax or other sales taxes and is
after deduction of any trade discounts.
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)
(o) Revenue recognition (continued)
(i) Rental income from operating leases

Rental income receivable under operating leases is
recognised in profit or loss in equal instalments over
the periods covered by the lease term, except where an
alternative basis is more representative of the pattern of
benefits to be derived from the use of the leased asset.
Lease incentives granted are recognised in profit or loss
as an integral part of the aggregate net lease payments
receivable. Contingent rentals are recognised as income
in the accounting period in which they are earned.

(iii)  Interest income

Interest income is recognised as it accrues using the
effective interest method.

(p) Translation of foreign currencies

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at
the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at the
foreign exchange rates ruling at the balance sheet date.
Exchange gains and losses are recognised in profit or
loss.

Non-monetary assets and liabilities that are measured
in terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling at the
transactions dates.

The results of foreign currencies are translated into
Hong Kong dollars at the exchange rates approximating
the foreign exchange rates ruling at the dates of the
transactions. Balance sheet items are translated into
Hong Kong dollars at the foreign exchange rates ruling
at the balance sheet date. The resulting exchange
differences are recognised directly in a separate
component of equity.

On disposal of a foreign operation, the cumulative
amount of the exchange differences recognised in equity
which relate to that foreign operation is included in the
calculation of the profit or loss on disposal.
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)
(q) Product development costs

Expenditure on development activities, whereby
research findings are applied to a plan or design for the
production of new or substantially improved products
and processes, is capitalised if the product or process
is technically and commercially feasible and the Group
has sufficient resources to complete development. The
expenditure capitalised includes the cost of materials,
direct labour and an appropriate proportion of overheads.
Development expenditure is recognised in the profit or
loss as an expense as incurred.

(r) Related parties

For the purposes of these financial statements, a party
is considered to be related to the Group if:

(i) the party has the ability, directly or indirectly
through one or more intermediaries, to control the
Group or exercise significant influence over the
Group in making financial and operating policy
decisions, or has joint control over the Group;

(i) the Group and the party are subject to common
control;

(iii)  the party is an associate of the Group or a joint
venture in which the Group is a venturer;

(iv) the party is a member of key management
personnel of the Group or the Group’s parent,
or a close family member of such an individual,
or is an entity under the control, joint control or
significant influence of such individuals;

(v) the party is a close family member of a party
referred to in (i) or is an entity under the control,
joint control or significant influence of such
individuals; or

(vi)  the party is a post-employment benefit plan which
is for the benefit of employees of the Group or of
any entity that is a related party of the Group.

Close family members of an individual are those family
members who may be expected to influence, or be
influenced by, that individual in their dealings with the
entity.
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2 SIGNIFICANT ACCOUNTING POLICIES

(continued)
(s) Segment reporting

A segment is a distinguishable component of the Group
that is engaged either in providing products or services
(business segment), or in providing products or services
within a particular economic environment (geographical
segment), which is subject to risks and rewards that are
different from those of other segments.

In accordance with the Group’s internal financial
reporting system, the Group has chosen geographical
segment information as the primary reporting format and
business segment as the secondary reporting format for
the purposes of these financial statements.

Segment revenue, expenses, results, assets and
liabilities include items directly attributable to a segment
as well as those that can be allocated on a reasonable
basis to that segment. For example, segment assets may
include inventories, trade receivables and property, plant
and equipment. Segment revenue, expenses, assets and
liabilities are determined before intra-group balances
and intra-group transactions are eliminated as part of
the consolidation process, except to the extent that
such intra-group balances and transactions are between
group entities within a single segment. Inter-segment
pricing is based on similar terms as those available to
other external parties.

Segment capital expenditure is the total cost incurred
during the period to acquire segment assets (both
tangible and intangible) that are expected to be used for
more than one period.

Unallocated items mainly comprise financial and corporate
assets, tax balances and corporate expenses.
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Notes to the Financial Statements

Ak B By &

3 TURNOVER 3 = 301

The principal activities of the Group are the manufacture ANEEFZHFEREREERAER °
and sale of electrical home appliances.

Turnover represents the sales value of goods supplied &X¥FEEHEEETF ZHEME - KRN EERIZER
to customers, net of discounts, returns and value added  SKE M IHETF o
tax or other sales taxes.

4 OTHER REVENUE AND NET LOSS 4 HibW AR ZEEE

2008 2007
—EEN\F —EELF
HK$ HK$
Other revenue Hug A
Bank interest income RITHI B A 5,779,398 16,747,001
Interest income receivable from Bgh 2 N 7] e UR
loan to an associate (note 29(c)(i)) BRAE (K1a29(c)(i)) - 405,436
5,779,398 17,152,437
Rentals receivable from HEBEHOF 2
operating leases (note 29(c)(ii)) MEWA (F1z£29(c)(ii) 240,000 120,000
6,019,398 17,272,437
Other net loss HitFER
Net gain on disposal of property, plant HEME - BE
and equipment M F 23,582 736,702
Net exchange loss b X 1R (4,112,914) (2,405,969)
Write-back of other payables A A5 AR [0 78 510,752 =
Sundry income H it Wz 514,708 134,489

(3,063,872)  (1,534,778)
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which amount is also included in the respective total
amounts disclosed separately above or in note 5(a) for
each type of expense.

5 LOSS BEFORE TAXATION 5 BRBL AT ES 1B
Loss before taxation is arrived after charging/ BEBIEEIIEIER (GFA) T7SIERBER
(crediting):
2008 2007
—EENFE —ETLF
HK$ HK$
B JBE
(a) Staff costs (a) BT
Salaries, wages and other benefits Fe TENMEMET 100,996,925 111,907,338
Discretionary bonuses )15 2 IEAL 1,100,000 2,314,440
Contributions to defined RN ET BN
contribution retirement plans 10,584,209 8,972,305
Equity-settled share-based e BT R AN ERE
payment transactions (note) HE (A7) 4,603,838 (31,329)
117,284,972 123,162,754
Note: During the year ended 31st December 2008, the Group  ffi7 - HEEZE_ZZ)N\E+_A=1+—HILFEE r £EEE441E
recognised an aggregated fair value of equity-settled HERPEERAESZEMNEAEMER 2 A FEBEESEE
share-based payment transactions amounting to 5,383,199 (ZT Tt 4F : &) (RHE25(a)) - EHE
HK$5,383,199 (2007: HKS$Nil) in the consolidated #4,603,838 TN AFERTREE (BEER) ERIE
income statement (see also note 25(a)), of which EERFEEEIRANA -
HK$4,603,838 had been included in staff costs as the
share options were granted to the employees (including
the directors) during the year.
2008 2007
—EENE BT LF
HK$ HK$
B JBE
(b) Other items (b) 18 H
Cost of inventories sold* HEFEKA! 682,305,902 769,915,516
Amortisation 2 5
— land lease premium — AL 484,819 465,537
Depreciation e
— property, plant and equipment —E - WEKERE 25,650,172 24,974,270
Impairment losses RIEBE
— trade and other — B 5 REME
receivables (note 18) BRIE (M12#18) 5,486,835 -
— loan and interest receivable —BERAER
from an associate (note 14) NEWAHZ (Biat14) - 9,438,646
Provision for financial loss (note 21) MsERRE (fi21) - 7,800,000
Auditors’ remuneration 1% EREM N & 838,000 885,447
Product development costs = AR 938,627 235,352
# Cost of inventories includes HK$108,476,000 (2007: * HEFERAABHBEIXRARITEZX L A
HK$105,060,000) relating to staff costs and depreciation, 108,476,0007T (=% T+ 4 : j#5%105,060,0007T) * #%

SEMAENH () EESERFASE -
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6 INCOME TAX IN THE CONSOLIDATED 6 mEBERZMBH
INCOME STATEMENT
(a)  Taxation in the consolidated income statement (a) REABEHEREHZHAE
represents:
2008 2007
—EENE —ETLF
HK$ HK$
B B
Current tax — Hong Kong Profits Tax  Z&HF1E — HEFEHR
(note 16(a)) (H1:£16(a))
Provision for the year AN A 144,906 107,055
(Over)/under-provision in respect TFEERE
of prior years (FIgR),/ B (1) 149,910
144,905 256,965
Current tax — PRC Enterprise AEEHIE - HELE
Income Tax (note 16(a)) 8Bt (Kt 16(a))
Provision for the year AN A 340,999 1,556,394
PRC Enterprise Income Tax refund B EFTIS TR E (8,503,227) (777,625)
(Over)/under-provision in respect TFEERE
of prior years (Fg) /@D (55,350) 8,448
(8,217,578) 787,217
Deferred tax B E
Origination and reversal of RAET TR B = A
temporary differences EENED (2,256,659) (9,634,951)
Income tax credit FEHETA (10,329,332) (8,590,769)

(i) On 27th February 2008, the Financial Secretary (i)

of the Hong Kong Special Administrative Region
Government announced a decrease in the
Profits Tax rate from 17.5% to 16.5% which is
applicable to the Group’s operations in Hong
Kong as from the year ended 31st December
2008. This decrease is taken into account in
the preparation of the Group’s and Company’s
financial statements. Accordingly, the provision
for Hong Kong Profits Tax is calculated at 16.5%
(2007: 17.5%) of the estimated assessable profits
for the year.

R_FBEZENF-_A=++H  BBBTHRERF
A EHABHRERER17.5% NHE16.5% * It
BRAREEREE_TTENEF+_A=+—HEE
BERBZEE - WHETACERIAER KA
ARAIZHHRERBPAR - Atk BEMEGH TR
BAFEHAERREFKTE16.5% (ZFTTt
F 1 17.5%) REBERE -



INCOME TAX IN THE CONSOLIDATED
INCOME STATEMENT (continued)

Taxation in the consolidated income statement
represents: (continued)

Taxation for subsidiaries outside Hong Kong is
charged at the appropriate current rate of taxation
ruling at the relevant tax jurisdictions.

During the year, certain subsidiaries in the PRC
are entitled to preferential tax treatments and they
are taxed ranging from 9% to 18% (2007: 7.5%
to 10%). They are entitled to tax concessions
whereby (i) the profit for the first two financial
years beginning with the first profit-making
year is exempted from income tax in the PRC
and the profit for each of the subsequent three
years is taxed at 50% of the applicable tax rate
(“Five-year tax holiday”); and/or (ii) the tax rates
are reduced.

On 16th March 2007, the Fifth Plenary Session
of the Tenth National People’s Congress passed
the Enterprise Income Tax Law of the PRC (“the
New Tax Law”) which has taken effect on 1st
January 2008. The PRC enterprise income tax
rate is unified to 25%.

The State Council of the PRC passed an
implementation guidance note (“Implementation
Guidance”) on 26th December 2007, which sets
out details of how existing preferential income
tax rates will be adjusted to the standard rate of
25%. According to the Implementation Guidance,
certain PRC enterprises of the Group which have
not fully utilised their Five-year tax holiday are
allowed to continue to receive benefits of the
full exemption from a reduction in income tax
rate up to the end of the benefit period, after
which, the 25% standard rate will apply. The
PRC subsidiaries of the Group that enjoyed a
preferential rate of 15% prior to 1st January 2008
are subject to a tax rate of 18% in 2008, 20%
in 2009, 22% in 2010, 24% in 2011 and will be
subject to the standard tax rate of 25% in 2012.

The change in the carrying amount of the deferred
tax assets and liabilities, as a result of the change
in tax rate, was recognised in the consolidated
income statement of the Group for the year ended
31st December 2007.

(i)
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Notes to the Financial Statements

Ak B By &

INCOME TAX IN THE CONSOLIDATED 6

INCOME STATEMENT (continued)

(b) Reconciliation between income tax credit and (b)

accounting loss at the applicable tax rates:

REBBRZAEH (5

B EHEMNEHA ARG ER

2008 2007
—EEN\F ZETLF
HK$ HK$
B Vit
Loss before taxation MBI Es 18 (30,619,591)  (54,085,312)
Notional tax on loss before taxation, BEBEME
calculated at the rates applicable HAMEFTEZ
to profits in the countries concerned BRI RIBERERIE (5,621,549) (10,163,824)
Tax effect of non-taxable FEFERTUIA
income TG (2,991,028)  (13,362,043)
Tax effect of non-deductible eI 0Bk Z
expenses IR 5,153,083 17,844,741
Tax effect of unused tax losses RERRABEEE
not recognised IR E 2,606,024 797,726
Tax concession ISR e - (25,000)
PRC Enterprise Income Tax refunded A B 1 A SRR ) (8,503,227) (777,625)
(Over)/under-provision in prior years TFEERE (FIg),/ Lst (55,351) 158,358
Effect of changes in tax rates REE B2 - (1,462,384)
Effect of temporary difference not RERZERER
recognised TE 121,052 -
Effect of tax relief granted to PRC BB A RS R R
subsidiaries TE - 395,328
Others H ity (1,038,336)  (1,996,046)
Actual tax credit ERHIEZTA (10,329,332) (8,590,769)




7 DIRECTORS’ REMUNERATION

Directors’ remuneration disclosed pursuant to section
161 of the Hong Kong Companies Ordinance is as

7 EEMe

EEMERBETER
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AIEBIZE16180 TN T ¢

follows:
Salaries, Share-based
allowances Retirement payments
and benefits Discretionary scheme (note) 2008
Directors’ in kind bonuses contributions R& Total
fees 4 i #fk¢  Sub-total EWER CEENE
i BRERRN  ERRA i IhgF (Hit) At
HKS HKS HKS HKS HKS HKS HKS
Chairman E
Mr. Wong, Wilson Kin Lae BHAEE 120,000 17,800 50,000 - 187,800 520,042 707,842
Executive directors HITEE
Mr. Wong, John Ying Man EEALE 140,000 2,776,600 270,000 144,000 3,330,600 520,030 3,850,630
Mr. Wong, Raymond Man Hin ENERE 140,000 2,057,800 370,000 108,000 2,675,800 520,030 3,195,830
Mr. Mok, Kin Hing ALk
(appointed on 1st July 2008) (Z2ZN\ELA-HEZF) 120,000 427,200 - 18,000 565,200 520,030 1,085,230
Non-executive directors HiiEE
Dr. Wong, Phiip Kin Hang BHTET 120,000 - - - 120,000 239,487 359,487
Mr. Huang, Zhouchang EHARE 160,000 - - - 160,000 230,487 399,487
Mr. Qiang, Wenyu BXHEE
(resigned on 4th July 2008) (ZEZ)\ELAmARME) = = = = = = =
Ms. Li, Yinghong FHAMA
(appointed on 4th July 2008) (ZEEN\ELANARZS) 120,000 - - - 120,000 230,487 359,487
Independent non-executive BUHH1EE
directors
Mr. Leung, Michael Kai Hung 2HELE 160,000 - - - 160,000 53,892 213,892
Mr. Fan, Anthony Ren Da RCERE 160,000 - - - 160,000 53,892 213,892
Mr. Ng, Yiu Ming hERLE 160,000 - - - 160,000 53,892 213,892
Alternate directors fis£4
Mr. Xiong, Zhengfeng RIELE - - - - - 61,583 61,583
Mir. Mok, Kin Hing ERELE
(resigned on 1st July 2008) (ZZENELR-BEf) - - - - - - -
Mir. Zhang, Yuankun FLHEE
(appointed on 4th July 2008) (22 \ELAmARER) = = = = = 121,270 121,210
Mr. Wong, David Ying Kit BREEE
(appointed on 4th July 2008) (Z2ZN\ELANARZS) - - - - - 61,583 61,583
1,400,000 5,279,400 690,000 270,000 7,639,400 3,210,705 10,850,105
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DIRECTORS’ REMUNERATION

(continued)

Directors’ remuneration disclosed pursuant to section
161 of the Hong Kong Companies Ordinance is as

7

EEME )

EEZMERBEEFBARGHE161EHWENT ¢

follows:
Salaries, Share-hased
allowances Retirement payments
and benefits Discretionary scheme (note) 2007
Directors’ in kind bonuses contributions k& Total
fees iie- il Rf&  Sub-total EWER  CB%tE
e BREREN  BRRL % NGt (Hit) At
HKS$ HKS$ HK$ HK$ HKS$ HK$ HK$
Vi yiiia BE Y Y Vil Vi
Chairman E
Mr. Wong, Wilson Kin Lae BaflkE 120,000 11,950 80,000 - 211,950 - 211,950
Executive directors AEE
Mr. Wong, John Ying Man BREGE 140,000 2,780,983 280,000 144,000 3,344,983 - 3,344,983
Mr. Wong, Kennedy Ying Ho ERAFLA
(resigned on 13th April 2007) (ZTELEMAT=RE) - - - - - (23,564) (23,564)
Mr. Wong, Raymond Man Hin EXBLE 140,000 2,051,950 390,000 99,000 2,680,950 - 2,680,950
Non-executive directors FHEF
Dr. Wong, Philip Kin Hang LR 120,000 - - - 120,000 - 120,000
Mr. Huang, Zhouchang EHENE 160,000 - - - 160,000 - 160,000
Mr. Qiang, Wenyu BXHLE 120,000 - - - 120,000 - 120,000
Independent non-executive EVFHTEE
directors
Mr. Leung, Michael Kai Hung 2HELE 160,000 - - - 160,000 - 160,000
Mr. Fan, Anthony Ren Da RCERE 160,000 - - - 160,000 - 160,000
Mr. Ng, Yiu Ming il 160,000 - - - 160,000 - 160,000
Alternate directors it
Mr. Xiong, Zhengfeng REERE - - - - - - -
Mr. Mok, Kin Hing (appointedon ~ HRE% A (ZEF+E
14th September 2007) NATHEEZE) - 246,000 - 21,000 267,000 - 267,000
1,280,000 5,090,883 750,000 264,000 7,384,883 (23,564) 7,361,319
Note: These represent the estimated value of share options  f/z# : EL 25| ZIREARD T 2 BT 2)3 T I8 2 BEIRER

granted to the directors under the Company’s share
option scheme. The value of these share options is
measured according to the Group’s accounting policies
for share-based payment transactions as set out in
note 2(l)(ii) and, in accordance with that policy, includes
adjustments to reverse amounts accrued in previous
years where grants of equity instruments are forfeited.

The details of these benefits in kind, including the
principal terms and number of options granted, are
disclosed under the paragraph “Share option scheme”
in the directors’ report and note 24.

ME - BREBEEREASENGH BT UREARE
B8 B S M EE2(1) (i) RAR M BORFT 2 - Y E BERER
TRRMMEEZ EEHE °

BHFE  BREI2EIIRBRERTRE  EEFRS
E BT 8] LM FE24 BV FE -
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8 INDIVIDUALS WITH HIGHEST 8 B 5 & = M<E
EMOLUMENTS

Of the five individuals with the highest emoluments, AEERGERFIMATHBE= A (ZEZLF : =)
three (2007: three) are directors whose emolumentsare EE ' FEZMEeEEHAWE7 K T (ZZ2F+
disclosed in note 7. The aggregate of the emoluments & : =fii) ZZm#HA LT ZBE& AT

in respect of the other two (2007: two) individuals are

as follows:

2008 2007

—EENE —ETLHE

HK$ HK$

B JE

Salaries and other emoluments e RHEAMMET 1,145,150 1,451,317
Discretionary bonuses 15 B FRAE AL 141,050 295,000
Retirement scheme contributions BRIREHER 75,600 60,000
Share-based payments ARAREMEIER 95,795 -
1,457,595 1,806,317

The emoluments of the two (2007: two) individuals with BRI SZSHEM A+ -6 (ZBEH4E : —7) Bl AR5

the highest emoluments are within the following band: T :
2008 2007
—EENE —ETLF
Number of Number of
individuals individuals
A A
HK$ Nil — HK$1,000,000 A Z T E4E%1,000,0007T 2 2

9 LOSS ATTRIBUTABLE TOEQUITY g mEmE(5EE
SHAREHOLDERS OF THE COMPANY

The consolidated loss attributable to equity shareholders A N\ FJFEE(L 2 44 BB B IE E 1875 1%19,757,6497T
of the Company includes a loss of HK$19,757,649 (—Z = {4 : #¥#21,355,81470) © O RARQ BB ER
(2007: HK$21,355,814) which has been dealt with in the ER AR o

financial statements of the Company.
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10 DIVIDENDS 10 KE

(a) Dividends payable to equity shareholders (a) ZAFEEMKREEARDTRRES
of the Company attributable to the year

2008 2007
—EENFE —ETHEF
HK$ HK$
Interim dividend declared and paid BEIRZHHRRE
of 5 HK cents per ordinary share B E @B S
(2007: 5 HK cents per ordinary share) (ZZZ+F : GRETEIEES) 19,693,244 19,693,244
Final dividend proposed REEABREFERR
after the balance sheet date BERIEIRAHRE
of 5 HK cents per ordinary share B E @B S
(2007: 1 HK cent per ordinary share) ZETEF  GREBREE L) 19,693,244 3,938,648
Special dividend proposed REEBBRXREERR
after the balance sheet date ERIRERRE
of Nil HK cent per ordinary share BRRERRBE T
(2007: 20 HK cents per ordinary share) (=TT 4 : GRE @S 2010L) = 78,772,977

39,386,488 102,404,869

The final and special dividends proposed after the REEBEXREAEHREZSRAHRELIERIKRENRE
balance sheet date have not been recognised as EBEXEAZEALAMRALEEE-
liabilities at the balance sheet date.



10 DIVIDENDS (continued) 10

(b) Dividends payable to equity shareholders (b)
of the Company attributable to the

previous financial year, approved and paid
during the year

Annual Report 2008

BRE (&)

REFERNREEFAARREMERERFE
EHtAER X

2008 2007
—BEBN\F —ETLHF
HK$ HK$
Final dividend in respect of the FEERRBE
previous financial year, ERFEEIAER
approved and paid during the year, XA E RSB
of 1 HK cent per ordinary share —ETTLF
(2007: 11 HK cents per ordinary share) SRR EEAEE111L) 3,938,648 43,325,137
Special dividend in respect of the EFEERFRIRE
previous financial year, ERFEEIAER
approved and paid during the year, X TR E AR 2010
of 20 HK cents per ordinary share —ETTLF
(2007: 10 HK cents per ordinary share) &R E @B EE101l) 78,772,977 39,386,488
82,711,625 82,711,625

(c) Dividends payable in the balance sheet (c)

REERERZENRE

The Group and the Company

AEBRAEQF

2008 2007

—BEBN\EF —ETL+F

HK$ HK$

B B

At 1st January n—A—H 1,298,417 1,102,658
Dividend declared and REEEERK

approved during the year BEAERR B

— in respect of the previous financial year — F&E 82,711,625 82,711,625

— in respect of the current financial year — REE 19,693,244 19,693,244

102,404,869 102,404,869

Dividends paid ZARE (102,183,313) (102,209,110)

At 31st December Rt+=-—BA=+—H

1,519,973 1,298,417
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11  LOSS PER SHARE

(a) The calculation of basic loss per share is based
on the loss attributable to ordinary equity
shareholders of the Company of HK$20,290,259
(2007: HK$45,494,543) and the weighted average
number of 393,864,884 (2007: 393,864,884)
ordinary shares in issue during the year.

(b) The calculation of diluted loss per share is
based on the loss attributable to ordinary equity
shareholders of the Company of HK$20,290,259
(2007: HK$45,494,543) and the weighted average
number of 393,864,884 (2007: 393,864,884)
ordinary shares.

The diluted loss per share calculations have not included
the outstanding share options as at 31st December 2008
and 2007 since the effect is anti-dilutive.

12 SEGMENT REPORTING

Segment information is presented in respect of the
Group’s business and geographical segments.
Geographical segment information is chosen as the
primary reporting format because this is more relevant
to the Group’s internal financial reporting.

Geographical segments

The Group’s business is managed on a worldwide basis,
but participates in four principal economic environments.
The PRC, Japan, Europe and North America are the
major markets for all of the Group’s electrical appliances
business.

In presenting information on the basis of geographical
segments, segment revenue is based on the geographical
location of customers. Segment assets and capital
expenditure are based on the geographical location of
the assets.

11 SREE

(@) BRELABBIZFERUASE lﬂx%}ﬂﬁ%ﬁ%
X5 B 18 75 20,290,259 (TR L4 BE
45,494,5437T) MAREGF A2 BTNk FHRRE
393,864,884 (—ZZ 4 : 393,864,884) T B

Al = ©

by SHRHEEBEZF ;t%mkﬁll&%ﬂﬂ%%
X5 B 18 75 #20,290,2597C (TR L4 BE
45,494,5437T) K HN#E F 9 Iz 393,864,884 (—
TT A4 : 393,864,884) LNt HE o

BRESERZAERSAEENEMNTEER_FFTN
FR-ZBELFT-A=T—BINRITEZBAE -

12 7EHE

DEERREBE 2 X RWR DL - HEAKEZ A
HERMBERENESBENREERS -

& o B E R

AEBNEERUREETRHENEMmRER - PE - A
A BNERIEEREAEBEEIERAERTIS -

EINERENZIE D - DS IET PR DM o D
MEEMEAMEZ BIREEMEIR DM o
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SEGMENT REPORTING (continued)

12

DEBEE (41
HEDIER (&

Bk B By &

United States The PRC Japan Europe Others Inter-segment elimination Unallocated Total
E:] HE S BN £ RBABES FAE EE
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
ZRRNE —ITTLF CRINF _TTLF CRINF SITTLF CRINF SITRLF CRINF _ITTLF CRINF _ITTLF CRINF _ITTLF —RENF _IRLF
HKS'000 HKS'000  HKS'000 HKS'000  HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000  HKS'000
BETT EXTT BRI ENTT BRI ENTT BRI BN TT BRI ENTT BRI BNTT BRI ENTT BRI E¥TT
Revenues LN
External sales HINEE 283,699 21,459 337,128 141,959 58,611 = 842,856
Inter-segment sales REHE - 518,543 - - 742,736 (1,261,279) -
Other revenue HAA - - - - - - 120
283,699 540,002 337,128 141,959 801,347 (1,261,279) 842,976
Segment result AHERE (150) (131) (1,194) 514 (289) (1,130)
Interest income FIBBA 17,152
Unallocated cost AARRAE (17,239)
Loss from operations 18 (1,217)
Share of losses EBERRBE
of associates (52,868)
Loss before taxation BBATER (54,085)
Income tax credit FEBEtA 8,591
Loss for the year AEERE (45,494)
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12 SEGMENT REPORTING (continued) 12 ZEE|E (#)
Geographical segments (continued) WESEER ()
United States The PRC Japan Europe Others Inter-segment elimination Unallocated Total
E:] Lil: S Lol £ RBSBES AR £y

2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
ZRR\F "FTLF CRRNFE CTTLF CRVN\F _TTLF CRRN\EF CTTLF CREN\F CTTLF CRRN\F CTRLF CRRN\F _TTRLF CRRNF FTLAE
HKS'000  HKS'000 ~ HKS'000 HKS'000  HKS'000 HKS'000 HKS'000 ~HKS'000 ~HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000  HKS'000  HKS'000
AWTR EMTT  BRTr  ERTT  EEFT  ERTT  BETR  ERTT  BMTR  ERTT  BMTR  ERTT  EMTr ENTn ERFm BT

Depreciation and AEERERBH
amortisation for the year - = 24,877 24,294 - = - = 1,257 1,146 - = - = 26,134 25,440
Impairment of AE
~ loan and interest -BEATERR
receivable from RRFE
an associate = = = = = = = = = 9,439 = = = = = 9,439
- trade and other —BHRAMER
receivables HE 4,967 - 520 - - - - - - - - - - = 5,487 =
Provision for financial loss §175 513 & = - = - = - = - = 7,800 = - = - = 7,800
Segment assets PHEE - - 304522 272,656 - - - - 261,642 451,020 - - - - 566,164 723,676
Unallocated assets RAREE 13,611 4,223
Total assets REE 579,775 727,899
Segment liabiliies SHaR (255)  (9.501) (32,702) (24,716 = = = - (52,91) (88,953 = = = - (85918) (123,170)
Unallocated liabilities &% B8 & (3,931)  (10,858)
Total liabilities BEE (89,849) (134,028

Capital expenditure AEFARMZH
incurred during the year - - 9,167 4,734 - - - - 760 3,887 - - - - 9,927 8,621

Business segments ¥BoEER

The Group operates as a single business segment forthe ZAR&EE R LEEERIHER P EREB DI -
manufacture and sale of electrical home appliances.

Electrical
home appliances Others Total operations
RAEH Htth BeE
2008 2007 2008 2007 2008 2007

ZEENF —TTLHF ZBENF —ITTLF ZBENF _TTLHF
HK$000 HK$'000 HK$000 HK$'000 HK$000 HK$'000
BEFT ERTT BEFT BETT B¥Frn  BETx

Revenue from HINE P Z WA

external customers 724,191 842,856 240 120 724,431 842,976
Segment assets DHEE 566,164 723,676 - - 566,164 723,676
Capital expenditure AEFEARMELH

incurred during the year 9,927 8,621 - - 9,927 8,621
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13 FIXED ASSETS 13 BEEEE
(a) The Group (a) F&KE
Interests in
leasehold
land held
for own
use under
Buildings Furniture, operating
held for fixtures and leases Total
Construction ownuse  Plantand  equipment Motor QERE fixed assets
in progress B5EA  machinery Ak %£E Moulds vehicles  Sub-total  ¥fFERAZ BEE
ERIE ZEEY  BEREE e I8 RE it THER EERH
HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$
Cost: A
At 1st January 2007 N=ZZt#-f—H 7,442,443 155,002,778 143,454,198 37,526,954 438,105 9,971,941 353,836,419 18,663,329 372,499,748
Exchange adjustments 3 #35% 392,698 9,917,110 6,963,643 4,039,537 27,911 546,233 21,887,132 1,049,499 22,936,631
Additions #1n 3,884,479 - 3,811,744 540,818 - 383,766 8,620,807 - 8,620,807
Transfers &5 (7,343,332) 5,308,680 869,817 1,164,835 - - - = =
Disposals e - - (9,269,285) (18,395,518) - (1,170,247) (28,335,050) - (28,835,050)
At 31st December 2007 H=ZTTLF
+=A=+-A 4,376,288 170,228,568 145,830,117 24,876,626 466,016 9,731,693 355,509,308 19,712,828 375,222,136
At 1st January 2008 R-EZNE-F-H 4,376,288 170,228,568 145,830,117 24,876,626 466,016 9,731,693 355,509,308 19,712,828 375,222,136
Exchange adjustments %% 104,653 7,594,379 4,700,884 2,085,984 20,574 381,633 14,888,107 773,669 15,661,776
Additions #1n 6,594,876 - 1,778,868 793,668 - 759,673 9,927,085 - 9,927,085
Transfers 8% (8,159,797) 290,176 2,720,397 5,143,216 - 6,008 - - -
Disposals e - - (1,338,761)  (282,849) - (1550,058) (3,171,662) - (3,171,662)
At 31st December 2008 R=BENE
+=B=t-H 2,916,020 178,113,123 153,691,505 32,616,651 486,590 9,328,949 377,152,838 20,486,497 397,639,335
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13 FIXED ASSETS (continued) 13 BEEEE (#)
(a) The Group (continued) (a) &KE (&)
Interests in
leasehold
land held
for own
use under
Buildings Furniture, operating
held for fixtures and leases Total
Construction own use Plantand  equipment Motor BEME  fixed assets
in progress B5EA  machinery Ak %£E Moulds vehicles  Sub-total  ¥fFEMAZ BEE
HEIR ZEEY  BEREE L] I8 RE it THER EERH
HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$
Accumulated R BHRITE:
amortisation and
depreciation:
At 1st January 2007 N=ZZt#-A—H - 67,886,458 68,629,328 20,485,509 383,060 7,563,970 164,948,325 4,644,816 169,593,141
Exchange adjustments % #35% - 4,080,142 2,463,248 2,344,137 - 443215 9,330,742 281,191 9,611,933
Charge for the year TEENE - 6966579 12,638,074 4,695,170 - 674,447 24,974,270 465,537 25,439,807
Written back on disposals i & & [l = - (5734,:857) (16,542,751) = (639,553)  (22,917,161) - (22,917,161)
At 31st December 2007 H=ZTT+F
+=A=t-A - 78933179 77,995,793 10,982,065 383,060 8,042,079 176,336,176 5,391,544 181,727,720
At st January 2008 R=-EENE-A-H - 78933179 77,995,793 10,982,065 383,060 8,042,079 176,336,176 5,391,544 181,727,720
Exchange adjustments %% - 3,338,086 1,906,026 1,161,928 - 330,329 6,736,369 226,570 6,962,939
Charge for the year ~ AEEHE - 7,548,523 12,375,401 5,034,317 - 691,931 25,650,172 484,819 26,134,991
Written back on HERE
disposals - - (1,165,124) (251,266) - (1,381,825)  (2,798,215) - (2,798,215)
At 31st December 2008 R=FF/\&
+=B=t-H - 89,819,788 91,112,096 16,927,044 383,060 7,682,514 205,924,502 6,102,933 212,027,435
Carrying value: SR A
At 31st December 2008 H=FB/\F
+ZA=1+-H 2,916,020 88,293,335 62,579,409 15,689,607 103,530 1,646,435 171,228,336 14,383,564 185,611,900
At 31st December 2007 H=ZE+F
+=A=+-A 4,376,288 91,295,389 67,834,324 13,894,561 82,956 1,689,614 179,173,132 14,321,284 193,494,416




13 FIXED ASSETS (continued)

13 EEEE (&)
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(b) The Company (b) AAH
Furniture,
fixtures and
Plant and equipment Motor
machinery  &Ff - £8 vehicles Total
BT REE bt} &%t
HK$ HK$ HK$ HK$
B B B B
Cost: B
At 1st January 2007 RZZZ+F—H—H 23,620,205 62,600 2,057,120 25,739,925
Additions bl 3,506,956 = 380,000 3,886,956
Disposals = - - (772,800) (772,800)
At 31st December 2007 R-IZZTLF
+=ZA=+—H 27,127,161 62,600 1,664,320 28,854,081
At 1st January 2008 R=-ZZENE—H—H 27,127,161 62,600 1,664,320 28,854,081
Additions 0 - - 759,673 759,673
Disposals HE - - (447,260) (447,260)
At 31st December 2008 R-ZZEZENE
+=BA=+—H 27,127,161 62,600 1,976,733 29,166,494
Accumulated depreciation: ZiHifE :
At 1st January 2007 R_ZEE+F—H—H 8,796,033 33,440 1,260,994 10,090,467
Charge for the year KEEINE 3,955,834 6,260 171,294 4,133,388
Written back on disposals HE# O - - (281,850) (281,850)
At 31st December 2007 RZZZLF
+=ZA=+—8 12,751,867 39,700 1,150,438 13,942,005
At 1st January 2008 R-ZZEENF—HF—H 12,751,867 39,700 1,150,438 13,942,005
Charge for the year REEFE 3,955,834 4,580 303,901 4,264,315
Written back on disposals HE&#E - - (389,307) (389,307)
At 31st December 2008 R-ZEENEF
+=A=+-—H 16,707,701 44,280 1,065,032 17,817,013
Carrying value: BRTERE :
At 31st December 2008 R-ZZEZENFE
+=BA=+—H 10,419,460 18,320 911,701 11,349,481
At 31st December 2007 RZZTLF
+=—A=+—H 14,375,294 22,900 513,882 14,912,076
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13  FIXED ASSETS (continued) 13 EEEE (&)

(c) The analysis of carrying value of
properties is as follows:

(c) MERREDHMOT :

The Group
AEH
2008 2007
—EENFE —ETLF
HK$ HK$
B JBE
Medium-term leases FREAFE &
—in Hong Kong — BB 15,190,556 16,081,148
— outside Hong Kong — BB AN 87,486,343 89,535,525
102,676,899 105,616,673
Representing: #ARK
Buildings held for own use FB 8 AEEY 88,293,335 91,295,389
Interests in leasehold land held for KETRERIEE R 2 L
own use under operating leases 14,383,564 14,321,284
102,676,899 105,616,673
(d) Fixed assets leased out under operating (d REEHAZEETEERE
leases

The Group leases out a part of an office premises under
an operating lease. The lease typically runs for an initial
period of one year, with an option to renew the lease
after that date at which time all terms are renegotiated.
The lease does not include any contingent rentals.

The Group’s total future minimum lease payments under

AEBREERN SFEEE - BHOAH—F - 2IHA
BEEREZGHEERED - ZAN T RRAAES -

AEBRBATAREEZ REHEMRNARIN 2 RIEAER

a non-cancellable operating lease are receivable as A :
follows:
2008 2007
—E2EN\F ZETLF
HK$ HK$
B B
Within 1 year —F R 60,000 60,000




14 INTERESTS IN ASSOCIATES
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14 HEQTEZR
The Group
rEH
2008 2007
—EBEBN\F —TTLF
HK$ HK$

Share of net assets

EIEEEFE

The Group and the Company

AEBRAQT
2008 2007
—EENF —ETF
HK$ HK$
B JE
Loan and interest receivable from FEUE: = N R R R FIE
an associate 9,438,646 9,438,646
Less: impairment losses B EERE (9,438,646) (9,438,646)

The loan to a principal associate was interest bearing
at HIBOR plus 1% per annum and repayable on 24th
November 2007. It was secured by all equity interests in
(i) this associate; and (ii) a subsidiary of this associate,
which is a minority shareholder of this associate. At
31st December 2007, the loan and related interest
receivable amounting to HK$9,439,000 was considered
irrecoverable and, accordingly, a full impairment loss
was recognised in the financial statements for the year
ended 31st December 2007.

FERE QR 2 ERILEF B EHIBORNM1% « EEB R IE
E-EZ+F+—A-F+NANMNE - ERHNERZ()&H
gaa R(i)ZBE Rz —KBAR AZBEAR 2D
HRR 2 E g c N BT+ FE+ - A=+—H "
ERREEBERF S 2555 %9,439,0005T % AT
fElim - AR T tF+ A=+ —HFEZH%ER
LEEHERARMERSE -
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14 INTERESTS IN ASSOCIATES 14 HEQTER (8)

(continued)

The following are particulars of the associates, which Et& QG EIELMEE  TBFEAEBE EENEE -
are unlisted corporate entities and principally affected HFf15uT :
the results or assets of the Group:

Proportion of ownership interest

FARERILE
Particulars of Group’s
Form of Place of issued and effective Held by Held by a
business incorporation  paid up capital interest the subsidiary Principal
Name of associate  structure and operation CETR KX&E Company HEAE activities
BENRER TEFBER AMREELY HRRAZFHE BYER AREA BE TEXH
Cheung Fung Incorporated  Hong Kong 100,000,000 Class A 45.75% - 45.75% Investment holding
Technology i 5 (non-voting) shares REZK
(Holdings) Limited of HK$0.50 each
(“Cheung Fung”) and 200,000,000
HLRE (5H) Class B shares of
BRRA HK$0.50 each
100,000,000/ A%
(BRZ®) R
BESAR_ER
BRERELS5A
Sichuan Jinfeng Incorporated ~ The PRC Capital of 27.42% - 45.75% Manufacture and
Paper Company i H RMB208,000,000 sale of cigarette
Limited (“Jinfeng”) BARARE paper
IR EHERRAR 208,000,0007T SUERHEER
Victory Will Limited Incorporated ~ Hong Kong 12,000,000 Class A 45.75% - 45.75% Investment holding
(“Victory Will") it BB (non-voting) shares REER
HAOBRAT of US$1 each and 2
Class B shares of
US$1 each
12,000,000(% ARk
(BERZE) B
Emim k2B

BRETIT



14 INTERESTS IN ASSOCIATES

(continued)
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14 BERQTER (B

Summary financial information on associates BENTRMEERRE
Assets Liabilities Deficit Revenues Loss
BE =N =b £ WA EiE
HK$’000 HK$'000 HK$000 HK$'000 HK$000
BT BEFor BT BT EBETFT
2008 —BENE
100 per cent 100E S Lt 4,479 (882,182) (877,703) 36,346  (62,541)
Group’s effective interest  AEE 7 ARER 2,049 (403,598) (401,549) 16,628 (28,613)
2007 —ETAF
100 per cent W ER 48,805 (794,888) (746,083) 127,319 (853,668)
Group’s effective interest  NEE 7 B MUER 22,328 (370,351) (348,023) 58,248 (397,243)

At 31st December 2008, bank loans totalling HK$728
million (2007: HK$646 million) were granted to Jinfeng,
a subsidiary of Cheung Fung, and Sichuan Jinfeng
Innovation Industry Company Limited (“Innovation”), a
subsidiary of Jinfeng. These bank loans are secured by
certain land and buildings and machinery of Jinfeng and
corporate guarantees from Cheung Fung, Victory Will
and a minority shareholder of Jinfeng.

During the year ended 31st December 2008, Jinfeng and
Innovation defaulted on repayment of these bank loans.
The relevant banks had commenced legal proceedings
against Jinfeng, Innovation, Victory Will and the minority
shareholder of Jinfeng to seek repayment of the bank
loans together with the related interest and penalties
amounting to approximately HK$301 million. In addition,
other banks and financial institutions had demanded
repayment of loans amounting to approximately HK$380
million. The management of Cheung Fung and its
subsidiaries (“Cheung Fung group”) had negotiated
with the relevant banks regarding restructuring of the
terms and conditions of the bank loans. However, the
Cheung Fung group continues to be in breach of the
bank loans and the negotiations with the banks have
come to a halt. Subsequent to 31st December 2008 and
up to the date of these financial statements, the legal
proceedings remain unresolved and one of the banks
further filed an execution proceeding against the pledged
assets of Jinfeng.

R-ZEENF+-_A=+t—H RERTETHEEZH
BARASMERBECHBARMNIBEAMEXEARA
A (T8I ]) < RITEREAREKT728BE T (ZFT L
F K646 EET) - MRITEFRUBLE 2 KL LM RBT
N#es  UREE  SloRBEZ P BEERR 2 ARE
RIEEAR o

BE_TZT/\F+-_A=1t—HLFE BERAIHKE
BERITER - ETRITERHE - 85 - SO RHE—
PERREFREEFADLER - BN ZERITEFERR
FANMBRER  @BO/BHI01BET - B/ Hi
RITEMBRBE TS RETEFERNBEIBBETT
FEMEMBAR ([(FEKE]) cEBEELREARMRT
BE - BREBERTERZER MGG - EREAFEEE
HBERRITERZWHRGE - MRTZEEDRKL - =
FZEN\F+_A=+—BEREUUBHRR B - F@ER
FARFINIARBOR LS —RITERMAFARFRERE
ZIEHEE -
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14 INTERESTS IN ASSOCIATES

(continued)

Summary financial information on associates
(continued)

The audited consolidated financial statements of the
Cheung Fung group for the year ended 31st December
2007 were prepared under a net realisable value basis
as the Cheung Fung group did not have sufficient funds
to continue its operations as a going concern and to
enable the Cheung Fung group to meet its liabilities as
and when they fall due. The Group’s share of losses
in 2007 exceeded its interests in the Cheung Fung
group and, accordingly, the interests in associates were
reduced to zero as at 31st December 2007.

The audited consolidated financial statements of the
Cheung Fung group for the year ended 31st December
2008 were also prepared under a net realisable value
basis. As noted in the auditors’ report on the consolidated
financial statements of the Cheung Fung group for the
year ended 31st December 2008, the auditors of the
Cheung Fung had stated that they were unable to form
an opinion as to whether the consolidated financial
statements of Cheung Fung group give a true and fair
view of the state of affairs of Cheung Fung and of the
Cheung Fung group as at 31st December 2008 and of
the Cheung Fung group’s loss and cash flows for the
year then ended because of a limitation of scope relating
to the Cheung Fung group’s books and records and the
availability of information on contingent liabilities.

The directors of the Company consider that recognition
of further losses is discontinued as the interests in
associates were reduced to zero as at 31st December
2007 and the Group has not incurred any legal or
constructive obligations nor to make payments on behalf
of the Cheung Fung group as at 31st December 2008
and 2007.

BEATMBENEE (&)

AR FEEEYERMUTE S ARBRSELEREL
BRAEFEREANEEHIHEEERE  FEEEEE
—ETLF T A=+ HEFERERZIMBRRER
ASRFECEERR  AKER_ZFTLFRAEBER
BENFERE 2 ED - Bt RBERRZERE—F
THFT_A=ZT—HAREE -

BE_ZTTN\F+_A=+"HLEFEKLEELERZ
HFEMBHRRINRAZRFELEERE HE_TTN
F+_RA=+—"RLFEZHEREFRAMBRE - #28
SESEEREHBER KRR - CEEIRAEERE
HERMPTARERZA M HEREREDEE M AT RERE
CERER_ZZNF+_A=T—BZMBHRAREBEZ
FENEBEEIREREHRER -

ABE RN ERE—_ST+F+_A=+—HEREZ
EAREER —_FEEN\FF+ _A=+—HE=_ZTZELF+=
A=t BUEARRFLEREELTMEENETE RS
SHNFIE  ARREERESBEARRE—DEIE -
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15 INVESTMENTS IN AND AMOUNTS 15 KEBEATRKREREW HEBQTKRE

DUE FROM/TO SUBSIDIARIES

The Company

b NN
2008 2007
—sENF  —TTrH
HK$ HK$
JB B JE M
Unlisted shares, at cost JELETED - AR ARR 212,923,030 212,923,030
Less: impairment loss (note) B ORERE (BTaE) (780,567) (780,567)
212,142,463 212,142,463
Amounts due from subsidiaries R ENGIE S/ 85,169,757 79,832,976

Less: impairment losses

B OREE1E

(49,597,450)

(37,734,536)

35,572,307

42,098,440

Amounts due to subsidiaries JESB B A RIBRK

(28,002,309)

(56,519,017)

The amounts due from/to subsidiaries are unsecured, W KLERMHERARBRFIEEER - £ MIETEBEE -

interest free and repayable on demand.

Note: The Company recognised an impairment loss on A7 : ZNA R SRR E L 7R E BRI ERE R E%780,567

investment in a subsidiary amounted to HK$780,567 in
previous year, whereas the subsidiary is in the process
of applying for deregistration.

TE - M2 R EAE AR TR -
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15 INVESTMENTS IN AND AMOUNTS 15
DUE FROM/TO SUBSIDIARIES

(continued)

FEAREZEE BERABBZMBARAFBENOT ° kK
FrRIFIL - PIisE 2 g R B max -

The following list contains only the particulars of
subsidiaries which principally affected the results, assets
or liabilities of the Group. The class of shares held is
ordinary unless otherwise stated.

Proportion of ownership interest

FARR®LE
Particulars of Group’s
issued and effective Held by a
Place of Place of paid up capital interest  Held by the subsidiary  Principal
Name of company incorporation  operation EETR 558 Company WEAR  activities
NAEH By Rk BRBRE 271 BYER NAKE BE IEXH
Airborne Holdings British Virgin Hong Kong 1 share of US$1 100% 100% - Investment
Limited Islands &b 1REBRER1ET holding
ABRYS RERR
Appliance Science United States United States 958,500 shares of 83.51% = 83.51% Inactive
Corporation of America of America US$0.01 each Eid
X X 958,5001% & %
BRI
Good Nature Hong Kong Hong Kong 2 shares of 100% 50% 50% Inactive
Company Limited 5 b HK$10 each Eid
BEERRA 2RERRERI0BT
Good Nature Cook Islands Hong Kong 8 shares of 100% 100% - Investment
International BrEs 35 US$1 each holding
Limited BREBRERIZT RERR
Guangzhou Conquest ~ The PRC The PRC Registered capital 100% 100% - Manufacture
Electric Company H # US$7,390,000 and sale of
Limited (note (i) B AR electrical
BNRIRAER 7,390,000 7T home appliances
BRRA (k) RERHE
FRES
Mass Top British Virgin Hong Kong 1 share of US$1 100% 100% - Property holding
Corporation Islands &5 1REERSRIZT RENE

ERBRLE



15 INVESTMENTS IN AND AMOUNTS 15

DUE FROM/TO SUBSIDIARIES

(continued)
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MEARREREW FHEQRRE
(&)

Proportion of ownership interest

R 1 $-1is
Particulars of Group’s
issued and effective Held by a
Place of Place of paid up capital interest  Held by the subsidiary  Principal
Name of company incorporation  operation BETR r58 Company WEAR  activities
NEER By TEhE BRRAZFE BhER NEBE BE IEEH
Raymond Electric Hong Kong Hong Kong 2 shares of HK$10 100% 100% - Trading of
(China) Limited EE B REBRERI0ET electrical
TR B home appliances
(hEl) BRARA FRERE
Raymond British Virgin The PRC 10 shares of 100% 100% - Inactive
International Marketing ~ Islands H US$1 each EmER
Corporation (note (i) EEELE 10 EBRERIZT
(Wrat(i)
Raymond Marketing United States United States 1,000 shares of 100% 100% - Inactive
Corporation of of America of America US$1 each i
North America e X8 1,0000% L% %
BR1%T
Raymond (Panyu The PRC The PRC Registered capital 100% 100% - Manufacture
Nansha) Electrical EF m US$22,000,000 and sale of
Appliances FER electrical home
Development Company 22,000,000% appliances
Limited (note (i) BIERHE
MR (BBEY) FAER
ERERERAA
(Hat())
Raymond Nansha British Virgin The PRC 2 shares of 100% 100% - Property holding
Development Co. Ltd.  Islands i US$1 each REMZ

ABELE

RLBRERIET
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15 INVESTMENTS IN AND AMOUNTS 15 KMEARREREWR AHEQAKRE
DUE FROM/TO SUBSIDIARIES (&)

(continued)

Notes: Ket -

(i) The financial statements of Guangzhou Conquest (i) BMNEINFAERERAFRIER (FEmEY) BRERE
Electric Company Limited and Raymond (Panyu BRARBE_TTNFE+— H=+—HIF 7 FE PR
Nansha) Electrical Appliances Development Company KIEDEHTEEY  EEHBENESSHIEHMAE
Limited for the financial year ended 31st December FRAREZ °
2008, prepared under generally accepted accounting
principles applicable in the PRC, have been audited by
BINES i EHmERAR.

(i) Raymond International Marketing Corporation has  (ii) Raymond International Marketing Corporation 45 R 4%
ceased business operations and is in the process of B R R E R MAEETT o UL BHRER - B
applying for deregistration. Up to the date of these LRI ©
financial statements, the deregistration has not been
completed.

16 INCOME TAX IN THE BALANCE SHEET 16 REESBXRNAEHR

(a) Current taxation in the balance sheet (a) EEEBXRZAMEH
represents:

The Group The Company
rEH N
2008 2007 2008 2007
—EENFE —TTLHF ZBENF TTLF
HK$ HK$ HK$ HK$
B BB B iy
Provision for the year IR E
(note 6(a)) (H1:£6(a))
- Hong Kong Profits Tax — BEBMEN 144,906 107,055 - -
— PRC Enterprise Income Tax — R ATER 340,999 1,556,394 - =
485,905 1,663,449 -
Under-provision in TEERERD
prior years (note 6(a)) (Ki:t6(a))
— Hong Kong Profits Tax — BEMEHR - 149,910 - 149,910
— PRC Enterprise Income Tax — R FR SRR - 8,448 - -
- 158,358 - 149,910
Provisional tax paid TR
— Hong Kong Profits Tax — BBMEH (8,368,803) (110,409)  (8,244,295) -
— PRC Enterprise Income Tax — B RS AE - (65,837) - =
(8,368,803)  (176,246) (8,244,295) -
(7,882,898) 1,645,561 (8,244,295) 149,910
Balance of profits tax EFEEAEH
provision relating to BEERE
prior years - 4,601,149 - 4,601,149
Tax (recoverable)/payable (A[:R[@E) pEfF:1E (7,882,898) 6,246,710  (8,244,295) 4,751,059




16 INCOME TAX IN THE BALANCE SHEET

(continued)

(b) Deferred tax assets and liabilities
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16 REESBRNAEH (&)

(b) CEIEEHAEEREE:

recognised:
The Group The Company
rEH KATE
2008 2007 2008 2007
—EENE "ET+HF ZBENFE ZT+HF
HK$ HK$ HK$ HK$
Net deferred tax assets REEBERCDHER
recognised on the ZIEEBRIEEE
balance sheet (5,727,623) (4,222,780) — =
Net deferred tax liabilities REERBEREER
recognised on the ZEERERE
balance sheet 2,411,225 3,312,680 2,153,992 2,431,680
(3,316,398) (910,100) 2,153,992 2,431,680
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16 INCOME TAX IN THE BALANCE SHEET 16 REE&SGBRNAEHR (&)

(continued)

(b) Deferred tax assets and liabilities (b) CHRIELEHEEEREE: (8)
recognised: (continued)

(i) The Group (i) KEE
The components of deferred tax (assets)/liabilities AFERGAEEAEREFERRZELRE (EE),/
recognised in the consolidated balance sheet and the B &M M HEE S 2 FEBWMT ¢

movements during the year are as follows:

Depreciation

allowances
in excess of
the related Other
depreciation temporary
Tax loss EEE  differences Total
Deferred tax arising from: BEER ZRERNE HOEZEER &t
BERELM HK$ HK$ HK$ HK$
B B B B
At 1st January 2007 R-ZEZT+F—H—H - 2,649,739 6,060,751 8,710,490
Effect of a change in HiEe) 22
exchange rate - - 14,361 14,361
Charged/(credited) to ERMHERZ
profit or loss Mmex /(FtA) 53,681 (77,619)  (6,547,911)  (6,571,849)
Effect of changes in tax rates FiXR& &) v 2 21,687 (134,488) (1,349,583) (1,462,384)
Effect of tax relief granted to 1 B3}t /& 2 & Uk
PRC subsidiaries VEACs -7 - - 395,328 395,328
Over-provision in prior years F & 7 Flsh il (433,170) (218,601)  (1,344,275)  (1,996,046)
At 31st December 2007 RZET+F+_A=+—H (357,802) 2,219,031 (2,771,329) (910,100)
At 1st January 2008 R-ZENE—-A—H (357,802) 2,219,031 (2,771,329) (910,100)
Effect of a change in BTk -YolwA-2
exchange rate - - (149,639) (149,639)
Credited to profit or loss ERFGERZETA (169,154) (263,072) (1,824,433) (2,256,659)

At 31st December 2008 R-ZBEN\E+=HA=t+-A (526,956) 1,955,959  (4,745401)  (3,316,398)




16 INCOME TAX IN THE BALANCE SHEET

(continued)

(b) Deferred tax assets and liabilities
recognised: (continued)

(i) The Group (continued)
Deferred tax assets not recognised:

At 31st December 2008, the Group has not recognised
deferred tax assets in respect of cumulative tax losses
of HK$20,380,000 (2007: HK$4,586,000) as they are
(i) subject to the approval of the Hong Kong Inland
Revenue Department; and/or (ii) it is not probable that
future taxable profits against which the losses can be
utilised will be available in the relevant tax jurisdiction
and entity. The tax losses have no expiry date under the
current tax legislation.

Deferred tax liabilities not recognised:

At 31st December 2008, the Group has not recognised
insignificant net deferred tax liabilities relating to
temporary differences of HK$307,000 (2007: HK$Nil).

(ii) The Company

The components of deferred tax liabilities recognised in
the balance sheet arise from depreciation allowances
in excess of the related depreciation. The movements
during the year are as follows:
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16 REESBRNAEH (&)

(b) CRIELEREEEREE:@ (&)

(i) AEEF (1)
FER 2B IBEE

RZZEZENF+_A=+—H  ANEBRE()BELEBHE
RHEE SR (i) R BEFE E 45 2R 2 5 B FE R A F LAIK S5 4B RE AR
EHERERHER ZMIEER - BUREER mmﬁ%@
#20,380,0007T (—ZZ+4F : #£%4,586,0007T) ZiEIE
REE - BRI EAZARRE S ERELSRR -

FERZELERIBEE

R-ZBENF+-_A=1+—H  AEBREEEZEmMAE
REEAVEZEREHBAEFERBEI307,000T (=
TTLFE) o

(i)  AERE]

REERGREEABRREPERAZREHRIRAENE
RRREFTERMANEBITENEES 2FBEWT :

2008 2007

—EBEBN\F —TTLF

HK$ HK$

B BH

At 1st January A—H—H 2,431,680 2,673,903
Credited to profit or loss RSB ERETA (277,688) (93,276)
Effect of a change in tax rate R o & - (147,375)
Over-provision in prior years TEE 2 FIRBE - (1,572)
At 31st December R+—_A=+—H 2,153,992 2,431,680
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16 INCOME TAX IN THE BALANCE SHEET

(continued)

(b) Deferred tax assets and liabilities
recognised: (continued)

(ii) The Company (continued)
Deferred tax assets not recognised:

At 31st December 2008, the Company has not
recognised deferred tax assets in respect of cumulative
tax losses of HK$20,346,000 (2007: HK$4,554,000) as
they are subject to the approval of the Hong Kong Inland
Revenue Department.

Deferred tax liabilities not reversed:

At 31st December 2008, the Company has not reversed
deferred tax liabilities in respect of temporary differences
of HK$1,928,000 (2007: HK$Nil) as it is probable
that these taxable differences will not reverse in the
foreseeable future.

16 REESBRNAEH (&)

(b) CRIELEREEEREE:@ (&)

(i)  ARa (58)
FER 2B IBEE
RIBEZNE+-A=+—H ARFRARERZELEHRE

ExRAEEBHME BIEEBT % E1EE120,346,000
T (ZZZT 4 : E#4,554,0007T) °

AEBEZBELEHARE

R-ZBENF+-_A=+—H ARIAREEZEmAKME
BORIET A B ER5%1,928,000T (ZEZ+4 : ) M
FER] BAS AR B 1B 2= B AT A AL [B1 # o

17 INVENTORIES 17 ®E
The Group The Company
EH ¥ NN

2008 2007 2008 2007
—EENE ETt+HF ZBENFE TT+HF
HK$ HK$ HK$ HKS$
Raw materials R 55,252,204 61,987,998 8,227,217 10,920,422
Work in progress F K G 32,793,045 37,713,705 3,395,823 3,221,913
Finished goods K 53 3,809,283 - 72,269
88,045,302 103,510,986 11,623,040 14,214,604




17 INVENTORIES (continued)

The analysis of the amount of inventories recognised as
an expense is as follows:
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17 =FE (®)

FESHIOMCHERIR/ERMOT -

The Group
KEE
2008 2007
—EENF —ETF
HK$ HK$
B JBEE
Carrying amount of inventories sold FEHESEREE 676,638,402 762,742,127
Write down of inventories FERE 6,748,226 7,565,551
Reversal of write-down of inventories FERIE D # (1,080,726) (392,162)
682,305,902 769,915,516

18 TRADE AND OTHER RECEIVABLES

18 EZREMEBWIRE

The Group The Company
rEE N

2008 2007 2008 2007
—BRNE _TTEF ZBBN\F _TTLHF
HK$ HK$ HK$ HK$
B B B B
Trade debtors B HESA 70,120,027 113,066,088 66,198,701 104,498,596
Other debtors HEMEBA 4,487,807 4,771,273 2,757,761 2,732,726
Deposits and prepayments & RIEF IR 1,973,329 3,462,064 41,900 1,419,495
76,581,163 121,299,425 68,998,362 108,650,817

All of the trade and other receivables are expected to be
recovered or recognised as expense within one year.

BB REMEBYRBEHR —FARKELERRE
A -
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18 TRADE AND OTHER RECEIVABLES

(continued)

(a) Ageing analysis

18 EZREMEWIRE (&)

(a) FRERZH

Included in trade and other receivables are trade debtors NEEBBEXREZEHBREESREMEWRERE SHED
with the following ageing analysis as of the balance ABRIBZEREEDHAT :
sheet date:
The Group The Company
KEHE RAT
2008 2007 2008 2007
—EENF 2T +F ZBENF —TT+F
HK$ HK$ HK$ HK$
B JE B B
Current 7N EA 47,252,346 66,077,377 43,331,020 57,721,442
Less than one month past due #EEID A —(EA 15,172,592 29,377,902 15,172,592 29,377,902
1 to 3 months past due BH—EAZE={EH 6,007,829 15,624,185 6,007,829 15,624,185
More than 3 months but less ABEBE=EAE
than 12 months past due PR+ @A 1,286,106 1,806,988 1,286,106 1,595,431
Over 12 months past due B ERER R T —E A 401,154 179,636 401,154 179,636
Amounts past due BEERE 22,867,681 46,988,711 22,867,681 46,777,154
70,120,027 113,066,088 66,198,701 104,498,596

Trade debtors are due within 30 to 60 days from the date
of billing. Further details on the Group’s credit policy are
set out in note 27(a).

(b) Impairment of trade and other receivables

Impairment losses are written off against trade and
other receivables when recovery of the amount is
remote (see note 2(g)(i)). At 31st December 2008, the
Group’s trade and other receivables of HK$5,486,835
(2007: HKS$Nil) were determined to be impaired. The
impairment is written off directly against the trade and
other receivables.

BHEKEARBHEEAEI0E60RAEH - AEBZE
EHRFHEHNHE27(a) ©

(b) CEREZEZEBARAtEYRIRE

& AT UR Bl AR TE & A FE U AR TEAR M - B 5 R E UK AR
HeREME (REE2(9)310)  c RZEENEF+ A=+
—BARKEE S K EAMEWERIERE R %5,486,835
T (ZZETLF  |) c BEEEEES REMEKRIREF
AR o



18 TRADE AND OTHER RECEIVABLES

(continued)
(c) Trade debtors that are not impaired
The ageing analysis of trade debtors that are neither

individually nor collectively considered to be impaired
are as follows:
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18 EZREMEWIRE (&)

(c) REREZEZBEBEA

BHEBAZREOMI A ENOREERENT :

The Group The Company
REE VNN
2008 2007 2008 2007
—EENE —ETLF —EENE —E2ELF
HK$ HK$ HK$ HK$
Neither past due nor impaired 8 7& # Hisk 5 (E 47,252,346 66,077,377 43,331,020 57,721,442
Less than 1 month past due B EF DR —1{E A 15,172,592 29,377,902 15,172,592 29,377,902
1 to 3 months past due pH—EAZ=@A 6,007,829 15,624,185 6,007,829 15,624,185
More than 3 months but ABEBE=EAE

less than 12 months past due PR+ @A 1,286,106 1,806,988 1,286,106 1,595,431
Over 12 months past due BERHE B+ —1E A 401,154 179,636 401,154 179,636
Amounts past due BEERE 22,867,681 46,988,711 22,867,681 46,777,154
70,120,027 113,066,088 66,198,701 104,498,596

Receivables that were neither past due nor impaired
relate to a wide range of customers for whom there was
no recent history of default.

Receivables that were past due but not impaired relate
to a number of independent customers that have a good
track record with the Group. Based on past experience,
management believes that no impairment allowance is
necessary in respect of these balances as there has
not been a significant change in credit quality and the
balances are considered fully recoverable. The Group
does not hold any collateral over these balances.

FEW BRI B B SORE R KB 0 B P8 B RACER ©

ERMEKREERGERENBUEFEEBEARAR
iFREk - RIFBEEKR  EEEMRGEHEERUEREER
BEEABCRERER 2B EATLLL A EHBEZER
AEBR AR A M FER AN BIERY -
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19 CASH AND CASH EQUIVALENTS 19 ReEkFALEZEEH
The Group The Company
rEH PN

2008 2007 2008 2007
—EENFE ZZTTtLHF ZEBENF ZZTTtF
HK$ HK$ HK$ HK$
Bank deposits RITE HATF K 128,539,570 275,482,903 117,204,570 275,482,903
Cash at bank and in hand RITFERERE 87,386,060 29,888,568 37,050,343 20,778,757

215,925,630 305,371,471 154,254,913 296,261,660

20 TRADE AND OTHER PAYABLES 20 ESRHEHAMEMIKRE
The Group The Company
KEE AT
2008 2007 2008 2007
—EENE —EEF —EEN\E —EEAF
HK$ HKS$ HK$ HK$
Trade creditors BHERA 54,457,870 81,568,173 41,121,319 67,495,482
Accrued charges FENER R

and other payables H fth fE T AR IR 31,459,841 33,802,283 11,839,989 13,657,807

85,917,711 115,370,456 52,961,308 81,153,289

All of the trade and other payables are expected to be  FTEE 5 K AMERNRIEN —F AL ERNTE - B
settled within one year or are repayable on demand. EEBEXREEAR  2REZFREMEMSEEFHNESE
Included in trade and other payables are trade creditors 1 A ZEREEDHTAAT ¢

with the following ageing analysis as of the balance

sheet date:
The Group The Company
REE VNN
2008 2007 2008 2007
—EENE —EELF —EENF —ETELF
HK$ HK$ HK$ HK$
B JE B JBEH
Due within 1 month —1& A W5 5
or on demand iR B3k 53,466,992 77,995,438 41,017,150 67,410,467
Due after 1 month but —{EA1&1E
within 3 months =& A W3 & 603,844 3,199,032 6,137 85,015
Due after 3 months =@ A%E
but within 12 months + @A RNE 131,420 118,089 98,032 =
Due after 12 months + @B #&Z 255,614 255,614 - -

54,457,870 81,568,173 41,121,319 67,495,482




21 PROVISION FOR FINANCIAL LOSS
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21 BREERE

The Group and the Company

AEBRAQF
2008 2007
—EENFE —ETLF
HKS$ HK$
At 1st January ®n—H—H 7,800,000 -
Provision (utilised)/made AEE (BFER)BE (7,800,000) 7,800,000
At 31st December R+=—_A=+—H - 7,800,000

At 31st December 2007, the Company issued a
corporate guarantee to the extent of US$1,000,000 in
favour of a bank in order for Cheung Fung to provide
security in respect of a bank loan made to Jinfeng, a
subsidiary of Cheung Fung. During the year ended 31st
December 2008, Jinfeng defaulted on the repayment of
the bank loan and the bank demanded the execution
of this corporate guarantee. A provision for financial
loss of HK$7,800,000 (approximately equivalent
to US$1,000,000) was recognised in the financial
statements for the year ended 31st December 2007 as
the financial loss was considered by the directors of the
Company to have incurred prior to 31st December 2007
in light of the deterioration of the Cheung Fung group’s
financial position during the year ended 31st December
2007 (see note 14).

22 DEFINED CONTRIBUTION
RETIREMENT PLANS

The Group operates the Mandatory Provident Fund
Scheme (the “MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the
Hong Kong Employment Ordinance. The scheme is
administered by an independent trustee.

Under the MPF Scheme, each of the Group and the
eligible employees make monthly mandatory contributions
to the scheme at 5% of the employees’ relevant income
as defined under the Mandatory Provident Fund Schemes
Ordinance. The mandatory contributions by each party
are subject to a maximum of HK$1,000 per month.
Contributions to the scheme vest immediately upon the
completion of service in the relevant service period.

N-ZZETZLF+_A=+—8 AQAARETHTHL
(ARRIZHME R RELY 2B AR)) ZRITERED
© ®3#1,000,000E% T 2 RAIER - REEZZTTNF+
ZRA=+—RHIEFE BEREERRTER  BITEL
BRETAAER - REE-_ZTZTLtF+-_A=+—8
IHFEEYERRER S5 AE7,800,0007T (HHEER
1,000,000 70) BB EE  BARARESER
AR _ET+F+ - A=+ B EAZHBEERERE
LEE SRR E—_ST+FEEMmSIE (RHIFF14) °

22 REMHRERNKEE

AEEZEBERIELBES RO SREFTEREBIED
EEENREZ BB REBRECRTIEATESFE ([RES
stEl]) - ZRBE R ERBULERESEE

RIBREDTE  AREREASEREEHARERME
RIEDFEGOIZRTE  BAREEAREFE5%RRE
TRFEIER - BlFE 2 ERDREBHIEATES A8 %K
pimat & - €7 ER LRSS AEK1,0007T - FAEH
IR R e B SE A IR BT o
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22 DEFINED CONTRIBUTION
RETIREMENT PLANS (continued)

In addition to the MPF Scheme, the employees of the
Group’s subsidiaries in Hong Kong, after completing half
a year of service, have the option to join the Group’s
defined contribution provident fund scheme which is
managed by an independent trustee. The Group makes
monthly contributions of 5%-10% of the employees’ basic
salaries to the scheme depending on the employees’
years of service with the Group. The employees also
make monthly contributions of 5% of the employees’
basic salaries to the scheme. The employees are entitled
to receive their entire contributions together with accrued
interest thereon at any time upon leaving the Group, and
100% of the employer’s contributions and the accrued
interest upon retirement or leaving the Group after
completing sixteen years of service or at a reducing
scale of between 5% to 90% after completing three
to fifteen years of service. The forfeited contributions
made by the Group and related accrued interest can be
used to reduce the employer’s contributions. During the
year, the aggregate amount of employer’s contributions
made by the Group to this scheme was approximately
HK$450,870 (2007: HK$1,014,610). During the year,
the total amount of forfeited contributions, which are
available to reduce the contributions payable by the
Group in future years, was approximately HK$669,000
(2007: HK$289,000). At 31st December 2008, the
Group’s contributions to the provident fund scheme and
the interest accrued thereon amounted to approximately
HK$11,038,000 (2007: HK$24,053,000).

At 31st December 2008, certain employees of the Group
had completed the required number of years of service
under the Hong Kong Employment Ordinance (the
“Ordinance”) and are eligible for long service payments
on termination of their employment. The Group is only
liable to make such payments when the termination
meets the required circumstances specified in the
Ordinance and the employees’ entitlement is not covered
by the aforesaid provident funds. At 31st December
2008, the Group’s contributions to the provident funds
and the accrued interest thereon exceeded the potential
liabilities should the required circumstances specified in
the Ordinance be met.

22 HREMHERAE (8

B EiiaEestE AEEREWNBARE I ESALE
IERAMEAR  AIEBMAAEEZEZBILELA
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THZK - T E TR ZETKEREE288 THK
BREAMNEREFEFENEARHEIERNS - LITE
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AFE - ATEE 2 AR AIE5%E90%:TE - B T
B2z AR A B A BERINA R ZHK o A
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1,014,6107T) ° A QU FEE R 8. Al £ 2R F 2 A5
EHRFP G 2 8EEL A5 %669,0000T (ZTZ LF ¢
B#289,0000T) c R=EZENF+_A=+—HAEEY
REDETEIED 2 AR F BB FH A% 11,038,0007T
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22 DEFINED CONTRIBUTION
RETIREMENT PLANS (continued)

The Group’s subsidiaries in the PRC also participate
in defined contribution retirement schemes covering its
full-time PRC employees. The schemes are administered
by the relevant government authorities in the PRC.
The Group and the PRC employees are required to
make contributions based on certain percentages of
the applicable payroll costs as stipulated under the
requirements in the PRC and the relevant government
authorities undertake to assume the retirement benefit
obligations of all existing and future retired employees
of the Group’s subsidiaries in the PRC.

23 BANKING FACILITIES

As at 31st December 2008, the Group had unsecured
revolving banking facilities of HK160,150,000 (2007:
HK$185,150,000). The banking facilities include
documentary letters of credit, trust receipt, bill payables,
trade loans, trade guarantee and overdraft. The amount
utilised by the Group as at 31st December 2008 under the
above facilities was HK$593,820 (2007: HK$139,910).

24 EQUITY-SETTLED SHARE-BASED
TRANSACTIONS

The Company has a share option scheme which was
adopted on 6 June 2003 whereby the directors of the
Company are authorised, at their discretion, to invite
(i) directors, employees of any member of the Group or
any controlling shareholder of the Company (“Controlling
Shareholder”) or any company controlled by a Controlling
Shareholder; (ii) holder of any securities issued by any
member of the Group or any Controlling Shareholder of
the Company or any company controlled by a Controlling
Shareholder; and (iii) (a) any business or joint venture
partner, contractor, agent or representative of, (b) any
supplier of goods or services to, or (c) any customer or
distributor of goods or service of, any member of the
Group or any Controlling Shareholder or a company
controlled by a Controlling Shareholder; to take up
options to subscribe for shares of the Company. A
nominal consideration of HK$1.00 was paid by these
participants for each lot of share options granted. The
options are exercisable from the date of grant within
a period of eight to ten years. Each option gives the
holder the right to subscribe for one ordinary share in
the Company.
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23 WRITEEHE

E-ZENE+-_A=1+—H AEFRFETESZE
BEIREEEBELNAB%160,150,0000T (— T T L4 ¢
75 #185,150,0007T) ° SRITZZEBELRAMNEHL
St  BNEE  BS5ER BESERREX - AR
HD A EEREEL A BE593,820T (ZET+F : B
139,9107T) °

24 REHEAURGHERIEFER

ARABR_TZ=FRNANBRILERETS - AQ7F
EZRIERHERERT()VAEBERKERARHART
ZIEBBCR ([ERRAR ]) SUERRR RS 2 AR 2 &
£ EE ()VHBAEEMEMAKE - ERRRIERRR
PRS2 AR BT ZERBFZTBAA ¢+ Kiii)(a)E WA
EBHEIERH - ABH  RERKR  Rb)EMNERX
RIS HIER - () EAIRF R iR - IAKBEERKE
X PR IR AR IR S B R AR B CSRAE 2 (AT A ¢ TR BB A R
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24 EQUITY-SETTLED SHARE-BASED 24 REZECURGHERIER (8)

TRANSACTIONS (continued)

EAFEETZEROT - BUFaBRENLR
A 2 A -

(a) The terms and conditions of the grants that (a)
existed during the year are as follows, whereby
all options are settled by physical delivery of
shares:

Contractual life

Number of of options
instruments B
TAEgE RHFH
Options granted to directors: BRERTES
— on 21st June 2005 —-R-_BEZTRFA=-1+—H 10,660,000 8 years
— on 30th June 2008 —RZETNFRA=TH 23,461,488 10 years®
Options granted to employees: BRERTREES :
— on 21st June 2005 —-R-BEZTRFA=-1+—H 6,371,000 8 years
— on 30th June 2008 —RZETNFRA=TH 9,830,000 10 years
Options granted to other BRERTEERAL
eligible persons:
— on 21st June 2005 —-R-_ETRFENA-+—H 770,000 8 years
— on 30th June 2008 —RZETNFRA=TH 6,095,000 10 years
Total share options BRI 57,187,488
(b)  The number and weighted average exercise (b) BEREZHERMETFHITEERAT :
prices of share options are as follows:
2008 2007
—BENE —TTEE
Weighted Weighted
average Number average Number
exercise price of options exercise price of options
R 13 B R fE I RE
THEE ZEE TE ZHE
HK$ ’000 HK$ '000
B FR B TR
Outstanding at the FNRITE
beginning of the year 2.425 1,215 2.425 1,852
Granted during the year REERT 0.910 39,386 - -
Forfeited during the year REFRM 0.910 (50) 2.425 (637)
Outstanding at the end of the year AFE IFRTTE 0.955 40,551 2.425 1,215
Exercisable at the end of the year  ZRFE |FA[1T{E 0.955 40,551 2.425 1,215



24 EQUITY-SETTLED SHARE-BASED
TRANSACTIONS (continued)

(b)  The number and weighted average exercise
prices of share options are as follows:
(continued)

The options outstanding at 31st December 2008 had
an exercise price of HK$0.910 and HK$2.425 (2007:
HK$2.425) and a weighted average remaining contractual
life of 9.4 years (2007: 5.5 years).

(c) Fair value of share options and
assumptions

The fair value of services received in return for share
options granted is measured by reference to the fair
value of share options granted. The estimate of the fair
value of the share options granted is measured based on
a Black Scholes model. The contractual life of the share
option is used as an input into this model. Expectations
of early exercise are incorporated into the Black Scholes
model.

Fair value of share options and assumptions

Annual Report 2008 £ £

24 REZESUBRGCAERIER (&)

(b) BREZHENRMETFHITEENT : (&)

R-ZEENF+-A=1+—"HBHRTEEREZITEBES
#0.9107C J B #2.42570 (— T4 : BH2.42570) &
IETFR T RAFERRIAE (ZTZT 4 : 5.54F) o

(c) BREZAFERER

IR BEREME S 2 RS2 A FETI2E R L ERE
RNFEMEE - ARG ERE 2 At A FEIDIZEHEN
AR BEREZANFHIESLBEEAZH AR - B

RETENERNEHERN -

B 2 A FERERR

Date of grant

¥ HH
21st June 2005 30th June 2008
—TERF —EENF
NA=-+—H ~NB=1H
Fair value at measurement date RETEHBZ A AFE HK$0.3884%8 7T HK$0.13685/5 7T
Share price B HK$2.4000%%7C  HK$0.90000/% 7T
Exercise price TE(E HK$2.4250/%7C HK$0.91000/8 7T

Expected volatility (expressed as
weighted average volatility
used in the modelling under
Black Scholes model)

Option life (expressed as
weighted average volatility
used in the modelling under
Black Scholes model)

Expected dividends

Risk-free interest rate

EHIA B
R R

TEIRIE (AREFEAIRT
R TE BT AN PR IE R R )

8.46%

BRESS (ARFHEXET
R E A A IR IE R R )

2 years®F
6.80%
3.28%

36.94%

3 years®F
6.67%
2.87%
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24 EQUITY-SETTLED SHARE-BASED 24 RREMURGCAERIER (&)
TRANSACTIONS (continued)

(c) Fair value of share options and (c) BREZAFEERRBR (8)
assumptions (continued)

The expected volatility is based on the historic volatility 788} i@ Jh 3% @ R 1R (3R B8 I 2 i 739 gk &F HART
(calculated based on the weighted average remaining &) 5t& - WHLR IR AR 015 & KT8 88 B 1% % 18 /9 {E{m) &
life of the share options), adjusted for any expected Eh{FEHFAE - FHHRR S LA E ZIRBEFE - TEHAMBK
changes to future volatility based on publicly available IEEH 7 &8 ¥ A FE 2 AtEkEATE -
information. Expected dividends are based on historical

dividends. Changes in the subjective input assumptions

could materially affect the fair value estimate.

There were no market conditions associated with the  BEA&#E 2 3% B TR IS AR 0 I MBS 45 o
share option grants.

25 CAPITAL AND RESERVES 25 EXRRE
(a) The Group (a) ZA&KEHE
The PRC
statutory
Share Share  Exchange Capital  Retained reserve Other Total
capital premium reserve reserve earnings e reserve equity
RE BAEE  ERBRE  BRERE O REEN AERG EbRE AdER
Note HKS$ HK$ HKS$ HK$ HKS$ HK$ HK$ HK$

At 1st January 2007 RZEZ+E-f-A 196,932,442 179,749,234 18,054,885 3,158,469 301,206,804 23,775,802 (757,396) 722,120,240
Appropriation to the PRC HEEE
statutory reserve FEER 25(d)(iv) - = - - (2,102,554) 2,102,554 - -
Dividends approved in HERS
respect of the
- previous year -fE 10(c) - - - - (82,711,625) - - (82,711,625)
- current year -KF 10(c) = = = - (19,693,244) = - (19,693,244)
Exchange differences on translation ~ [REH{ E5M B A RIEN
of financial statements of Ahhk BN
overseas subsidiaries - - 19,681,316 - - - - 19,681,316
Realisation of capital reserve EHEATHERD
upon deregistration of subsidiaries ~ BEEAEE - - - (3079.972) 3,079,972 - - -
Realisation of exchange reserve BB EDDREN
upon written off of interests ERENRE
in associates - - (2,549,073) - 1791677 - 757,396 -
Cancellation of share options QR RE = = - (31329) - - - (31,39)
Loss for the year rEFR = = = - (45,494,543) - - (45,494,543)
At 31st December 2007 RZZE+E

T-F=1-H 196,932,442 179,749,234 35,187,128 47,168 156,076,487 25,878,356 - 593,870,815
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25 CAPITAL AND RESERVES (continued) 25 EXKkf#E #®

(a) The Group (continued) (a) Z&&KBE (&)
The PRC
statutory
Share Share  Exchange Capital  Retained reserve Total
capital  premium reserve reserve  earnings f equity
ke REEE  ERRE  E%EE O REEA AERE SRR
Note HK$ HKS$ HKS$ HKS$ HKS$ HKS$ HKS$

i ik Vi BY Vi biiid Vi biiid

At 1st January 2008 RZEZN\E-F-A 196,932,442 179,749,234 35,187,128 47,168 156,076,487 25,878,356 593,870,815
Appropriation to the PRC hEEERERR

statutory reserve 25(d)(iv) - - - - (1,626,101) 1,626,101 -
Dividends approved in HERE

respect of the

- previous year -fF 10(c) - - - - (82,711,625) - (82,711,625)

 current year &% 10c) - - - - (19,693204) - (19,693,244)
Exchange differences on tranglation — REB (&5 ER A1)

of financial statements of ABRR/EES

overseas subsidiaries - - 13,366,721 - - - 13,366,721
Equity-settled share-based BREMURGE

transactions EMER - - - 5,390,041 - - 5,390,041
Cancellation of share options MRERE = = = (6,842) = = (6,842)
Loss for the year AEFR - - - - (20,290,259 - (20,290,259)
At 31st December 2008 RZZENE

+ZA=1-H 196,932,442 179,749,234 48,553,849 530,367 31,755,258 27,504,457 489,925,607
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25 CAPITAL AND RESERVES (continued) 25 EBRKf#E#E
(b) The Company (b) ZEAF
Share Share Retained Capital Total
capital premium earnings reserve equity
[ BRAEE REER - EN= CHE: 3
Note HK$ HK$ HK$ HK$ HK$
At 1st January 2007 RZZEET+F—A—H 196,932,442 179,749,234 281,358,437 78,497 658,118,610
Dividends approved in PAERE
respect of the
— previous year —FF 10(c) - - (82,711,625) - (82,711,625)
- current year - REF 10(c) - - (19,693,244) - (19,693,244)
Cancellation of share options ~ BUNE £ - - - (31,329) (31,329)
Loss for the year AEER - - (21,355,814) - (21,355,814)
At 31st December 2007 RZZTLF
+-A=+—"H 196,932,442 179,749,234 157,597,754 47,168 534,326,598
At 1st January 2008 RZEENF—A—H 196,932,442 179,749,234 157,597,754 47,168 534,326,598
Dividends approved in PAERE
respect of the
- previous year - 10(c) - - (82,711,625) - (82,711,625)
- current year - REF 10(c) - - (19,693,244) - (19,693,244)
Equity-settled share-based  #z(ER AN A
transactions HEEE - - - 5,390,041 5,390,041
Cancellation of share options BN £ - - - (6,842) (6,842)
Loss for the year AEER - - (19,757,649) - (19,757,649)
At 31st December 2008 R=ZEENF
“A=+—~H 196,932,442 179,749,234 35,435,236 5,430,367 417,547,279
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25 CAPITAL AND RESERVES (continued) 25 EBRKf#E#E
(c) Share capital (c) B=x
(i) Authorised and issued share capital (i) JEEREBEITRA
2008 2007
—EBENE —TELF
Number of Number of
shares HK$ shares HK$
REHE B RiEg=E B
Authorised: EE
Ordinary shares of FREY A AL ER
HK$0.50 each 1,000,000,000 500,000,000 1,000,000,000 500,000,000
Ordinary shares, issued Z&ER ' B &1T
and fully paid: RER:
At 1st January and R—A—ARK
at 31st December R+=—B=+—H 393,864,884 196,932,442 393,864,884 196,932,442

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are entitled
to one vote per share at meetings of the Company.

All ordinary shares rank equally with regard to the

Company’s residual assets.

LERFAEABRTBKRRAEIRNKE - A HERARE
Eeg® LRER—RERERR - A T BREREERIR
BESEARFH -

(i) Terms of unexpired and unexercised share (ii) REEEEBXRAEH ZKFEIRAKTTIEL EAR
options at balance sheet date

2008 2007

Exercise Number Number

Exercise period price —EENE —ETLF

TEH TEE HE HE

21st June 2005 to 5th June 2013 ZETRFEAAZ+—H HK$2.425 1,215,000 1,215,000
E_T-=F,"HAH 75 #2.4257T

30th June 2008 to 29th June 2018 —ZZN\FRA=1+H=ZE HK$0.910 39,336,488 -
—E-N\FEXRAZTIR 75%0.9107T

40,551,488 1,215,000

Each option entitles the holder to subscribe for one
ordinary share in the Company. Further details of these

options are set out in note 24.

AN - BRBRERBE -RARR LB - B
BB RERN AN REMT24 -
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25 CAPITAL AND RESERVES (continued)
(d) Nature and purpose of reserves
(i) Share premium reserve

The application of the share premium account is
governed by Section 48B of the Hong Kong Companies
Ordinance.

(i) Exchange reserve

The exchange reserve comprise of all foreign exchange
differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt
with in accordance with accounting policies set out in
note 2(p).

(iii)  Capital reserve

The capital reserve comprises the fair value of the
actual or estimated number of unexercised share options
granted to employees of the Company and other eligible
persons recognised in accordance with the accounting
policy adopted for share-based payments in note 2(l)

(ii).
(iv)  PRC statutory reserve

Pursuant to the laws and regulations governing the PRC
enterprises, certain of the Group’s PRC subsidiaries,
which are wholly foreign-owned enterprises, are required
to allocate at least 10% of their after-tax profit but
before dividend distribution to a general reserve until
the reserve has reached 50% of their registered capital.
The general reserve can only be used, upon approval by
the relevant authority, to offset accumulated losses or
increase capital. Appropriation to general reserve during
the year amounted to approximately HK$1,626,000
(2007: HK$2,103,000).

The enterprise expansion fund can only be used
to increase capital upon approval by the relevant
authority. Appropriation to enterprise expansion fund
is at the discretion of the board of directors of the PRC
subsidiaries. There was no appropriation during the year
(2007: HK$NiIl).

The staff welfare and bonus fund can only be used
for the welfare of the PRC subsidiaries’ employees.
Appropriation to the staff welfare and bonus fund is
at the discretion of the board of directors of the PRC
subsidiaries. For Hong Kong reporting purposes, this
appropriation is charged to expenses and included
in creditors and accrued charges in the consolidated
financial statements.

25 EXKf#E (@)
(d) REZHEEREDN
(i)  BRAEERE

BB LAIGPIEA8HBEEMEA 2R EERE -

(i) [EREE

VE 31, ot 5 B0 400 5 9L VB 50 375 2 B RS R AR D SV A E 3 2
2 - BB BN S BRI E2(p) R -

(i)  EXEE

B B R AR IR & At BOR B S 2(1) (1) BR 40 DA B AR /5 2L g
BYRrEEZEBESMATARTTERBREREN A FERE

27
e

(iv) FEVLERE

KEBPEARENBEZZRRBEHEEZER K&
BrrERBARBIIEBEELE  BERKL10%D
ZHERBNSEIEEHEE BEuREEFMELRD
50%4&1F c ETHRREEIAVLCEHAE R ERRIKERE
BENIEMNER - REEHREELBREE CEBLHRBE
1,626,0007C (—ZZ 4 : #¥2,103,0007T) °

CEEHRESARAKEFE BHERAIENER - DECE
CEERES CRFBZSTEMNBARCEERBTR
E o ANERERANE (ZTFTLF &) -

BIRMREAZRS RAMEZTEMBARIE T 2@ 2
e BB IBNREAES 2B RBZFTEMBR
BIZEERBITAE - REEREMH  ZABERENER
MR THEER - WHIFRNRBERETIAR -



25 CAPITAL AND RESERVES (continued)
(e) Distributability of reserves

At 31st December 2008, the aggregate amount of
reserves available for distribution to equity shareholders
of the Company was HK$35,435,236 (2007:
HK$157,597,754). After the balance sheet date the
directors proposed a final dividend of 5 HK cents per
ordinary share (2007: a final dividend of 1 HK cent per
ordinary share and a special dividend of 20 HK cents
per ordinary share) amounting to HK$19,693,244 (2007:
final dividend of HK$3,938,648 and special dividend of
HK$78,772,977). This dividend has not been recognised
as a liability at the balance sheet date.

(f) Capital management

The Group’s primarily objectives when managing capital
are to safeguard the Group’s ability to continue as a
going concern, so that it can continue to provide returns
for shareholders and benefits for other stakeholders,
by pricing products and services commensurately with
the level of risk and by securing access to finance at a
reasonable cost.

The Group actively and regularly reviews and manages
its capital structure to maintain a balance between the
higher shareholder returns and the advantages and
security afforded by a sound capital position, and makes
judgements to the capital structure in light of changes in
economic conditions.

Consistent with industry practice, the Group monitors its
capital structure on the basis of a net debt-to-adjusted
capital ratio. For this purpose the Group defines net debt
as total debt (which includes trade and other payables)
plus unaccrued proposed dividends. Adjusted capital
comprises all components of equity less unaccrued
proposed dividends.

During 2008, the Group’s strategy, which was unchanged
from 2007, was to maintain the net debt-to-adjusted
capital ratio of no more than 22% (2007: 40%). In order
to maintain or adjust the ratio, the Group may adjust the
amount of dividends paid to shareholders, issue new
shares, return capital to shareholders, raise new debt
financing or sell assets to reduce debt.
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25 EBEAXREEE
(e) TFAEMME

RZZEENE+ -_A=1+—BE:FADERKXRQFK
R B E BB 135,435236 T (—EEHF: B
157,597,7547L) - REEBEBEXREEHR EFFEHRETR
AP EEREBRBESN (ZZTLF : RPEERY
AL KRR E TR L BB E201L) - AFHEE
19,693,2447C (Z T T+ F : KRH B &% %3,938,6487C
MR B8 #78,772,9777L) - REEBEBREEHE
RS RERBRE -

(h EXERE

AEBZERNEBRREERANREAEE BELEL
BET) - DAMEEBERTE R A RIR (0 3 Jo [ H (b AE A A 42
R - AEmERRERBKFERZERRSRAEE
RAZZERES -

AEETHRERRTEELEBUERT FEF L HRA
R RERZERHEEEENLN - RELEBR TEL
HEAGRRDES 2 HH -

HITREN -2 AEESAFAEHKLHAERERN L X
REEERABEARRRE - gl - AKRERRAE (BRE
HREMENERAERM B RRBE) TR EEIRE R
B RABREANBIEMBED R TNEERRERE

R-ZZETNF  AEBEZRBUER_TTLF % 24
FEFABEEFRRANLAITEB2% (ST LF :
40%) ° BT HFRABLY > NEBEREHAREIRN T
BRZRE - BITHK  REBRATER  BEH2ER
MEIHEEENRDER -
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Capital management (continued)

CAPITAL AND RESERVES (continued) 25

()

The net debt-to-adjusted capital ratio at 31st December KR _-ZTZ
2008 and 2007 was as follows: g

BEXRKf#tE (9
EXEHE (8)

ABRAMLAIAT

NER_ZFTLF+_A=+—HZFREHEL

The Group The Company
KEE ¥N/NE|
2008 2007 2008 2007
—EENF —ETLF —EENF —E2ELF
HK$ HK$ HK$ HK$
B JE B JBE
Current liabilities: MEEE :
Trade and other S5 NEM

payables e ERIE 85,917,711 115,370,456 52,961,308 81,153,289
Provision for financial loss B4 7 &5 18 # #5 - 7,800,000 - 7,800,000
Add: Proposed dividends jl : EFHIKEZER S 19,693,244 82,711,625 19,693,244 82,711,625
Net debt BEFEE 105,610,955 205,882,081 72,654,552 171,664,914
Total equity BRETS 489,925,607 593,870,815 417,547,279 534,326,598

Less: Proposed dividends

R IKEALE

(19,693,244)

(82,711,625)

(19,693,244)

(82,711,625)

Adjusted capital KRABER 470,232,363 511,159,190 397,854,035 451,614,973
Net debt-to-djusted FEEHEAERA
capital ratio Bt 5 22% 40% 18% 38%

Neither the Company nor any of its subsidiaries are
subject to externally imposed capital requirements.

ARAREMBABDBTIEZIRBRERERNZE -



26 COMMITMENTS

(a) Capital commitment outstanding at 31st December

26 RiE
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(@) RIZEZNFFT-_A=+—HUBHRELIBRE

2008 not provided for in the financial statements AR EARAEDT ¢
were as follows:
The Group The Company
AEE AN F]
2008 2007 2008 2007
—EEN\F —ERLF —EENE —ETF
HK$ HK$ HK$ HK$
B BB B B
Contracted for: B4
— Construction work — B TIE 680,825 - - -
— Purchase of —BEXRER
equipment and B
moulds 113,350 — - —
794,175 - - —
Authorised but not BHUEBERFRL
contracted for:
— Capital injection —FEEMBAR

into a subsidiary

46,800,000 46,800,000

46,800,000 46,800,000

47,594,175 46,800,000

46,800,000 46,800,000
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26 COMMITMENTS (continued)

(b) At 31st December 2008, the total future minimum
lease payments under a non-cancellable operating
lease are payable as follows:

26 RiE

by R-ZTEZNE+-_A=+—8 EATAHEEZE
EREMRARRI N2 HELRELT

The Group The Company
%M N
2008 2007 2008 2007
—EEN\F —TTLEF —EEN\F —TTLF
HK$ HK$ HK$ HK$
ik etiad kil etiad
Within 1 year —F R = = 300,000 300,000

Significant leasing arrangements in respect of land held
under operating leases are described in note 13(c).

Apart from these leases, the Company was the lessee
in respect of a property held under an operating lease.
The lease typically runs for an initial period of one year,
with an option to renew the lease when all terms were
renegotiated. The lease does not include any contingent
rentals.

(c) At 31st December 2008, the total future minimum
royalty payments under a license agreement are
payable as follows:

TEHERZURNKCEHEREZ LB FIINM T
13(c) °

BRERHEE  ARRREHEREZMERNERS - HAOD

EBFEMHAZEF  AREENHOEBERSIHEERRK -
BEHOTBEEAHAES -

© R-FENE+-A=+—F EEFHETEN
2R FEELHEFRIT -

The Group and the Company

AEERAQF
2008 2007
—EEN\F —ETF
HK$ HK$
B B
Within 1 year —FR 390,000 780,000




27 FINANCIAL INSTRUMENTS

Exposure to credit, liquidity, interest rate and foreign
currency risks arises in the normal course of the Group’s
business. The Group’s exposure to risks and the financial
risk management policies and practices used by the
Group to manage these risks are described below.

(@) Credit risk and concentration risk

The Group’s credit risk is primarily attributable to cash
and cash equivalents and trade debtors. The maximum
exposure to credit risk is represented by the carrying
amount of each financial asset in the balance sheet.

Substantially all the Group’s cash and cash equivalents
are deposited in financial institutions in Hong Kong and
the PRC. The credit risk on liquid funds is limited as the
majority of counterparties are financial institutions with
high credit ratings assigned by international credit rating
agencies and stated-controlled financial institutions with
good reputations.

In respect of trade debtors, management has a credit
policy in place and the exposure to the credit risk
is monitored on an ongoing basis. Individual credit
evaluations are performed on all customers requiring
credit over a certain amount. These evaluations focus
on the customer’s past history of making payments when
due and current ability to pay, and take into account
information specific to the customer as well as pertaining
to the economic environment in which the customer
operates. Trade debtors are due within 30 to 60 days
from the date of billing. Normally, the Group and the
Company does not obtain collateral from customers. As
such, management considers the aggregate risks arising
from the possibility of credit losses are limited and to be
acceptable.
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27 @I H

EE - Bandlt MERIIERBRENRAEENH—MRE
BERPEL - ELRR T MY HER S AEE N5
BEBRMERRL T -

(a) FERBEETERR

AEENEERRIZRERESMREFERARESE
BA - BAEERRZELEZINEEABRTEEYE
BEREE -

AEEEERERREEFERE —REFANGEERLZE
BRPHEESHEE BRI EERREARZEEX
ZHEFUHRERREETEIRBIREERTZHT
Wrs M BRI Bl 2 R FE BRI B o

HREZEBAME EEEEHMENEEREK X &FE
EEMASNERERR - HRAEERBBETEESR
ZEEHGETEMNEEN G - EFE T EHEERA
2 2 B MR R ENRE S - X ERBEFTAER
BERMBEEMRENEERRENER - E5HEIARE
HAREE B EF30-600 RWEIH] - BB — A 2 BSR4
7 OBF2BFESTER TENEMEER - AEE K
TeREFPWEBERD - REAG MR EEERRHE
HzFERBELZRRARERIATER -
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27 FINANCIAL INSTRUMENTS (continued)
(@) Credit risk and concentration risk (continued)

The Group’s and the Company’s exposure to credit risk
is influenced mainly by the individual characteristics
of each customer. The default risk of the industry and
country in which customers operate also has an influence
on credit risk but to a lesser extent. At the balance
sheet date, the Group and the Company have a certain
concentration of credit risk as 27% (2007: 21%) and
28% (2007: 23%); and 71% (2007: 72%) and 73% (2007:
78%) of the trade debtors was due from the largest
customer and the five largest customers respectively.
Management does not expect any significant losses
from trade debtors that have not been provided for other
than the impairment loss on bad and doubtful debt as
set out in note 18.

(b)  Liquidity risk

Individual operating entities within the Group are
responsible for their own cash management, including
the short term investment of cash surpluses. The Group’s
policy is to regularly monitor its liquidity requirements to
ensure that it maintains sufficient reserves of cash and
adequate committed lines of funding from major financial
institutions to meet its liquidity requirements in the short
and longer term.

27 E®IA %
(a) EERABRETRR (&)

AEBRARGBFABRZEERR  FEXZEEF ZER
BOMTE BEEKEMEZTERBERZESRR I
HEEERR  EFEHERL - REER AFER
AARMNARE LB SEHARIE27% (ZEZTLF ¢
21%) K28% (ZZEZE L F :23%) : R71% (ZEZF
F 1 72%) k73% (ZZFZELF : 78%) * AR —TIEE
NEEERRR  EEBIAHELESHBEBAFEEMRNEKN
B 18 T 55 B B T fER AR 18 2 BR B (EEIE -

(b) ETRBUEE

AEEET 2ENEBERESESERESEERE &
BERESBHRRERENEFTARNREFR - XEEH
ZBRP/EMERRE AR RBIER K - AEREE
HRARSHERAINFEHEZER 2 ES - WEDHEH
RERRBERK -
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27 FINANCIAL INSTRUMENTS (continued) 27 S®TIA @
(b) Liquidity risk (continued) (b) E&RBMERERE (8)

The following table details the remaining contractual TXRIIEAEBRARGBZIETEREESHREERNEERDZ
maturities at the balance sheet date of the Group’s & TALHRHE - ERERALH LHRAMKR ZESR
and the Company’s financial liabilities which are based (BIFERENTEZFIE kS FHFIRBFEEREER -
on the contractual undiscounted cash flows (including & ZFE) RAEBEARAREFTBERZ B H
interest payments, computed using contractual rates or, =

if floating, based on rates current at the balance sheet

date) and the earliest date the Group and the Company

can be required to pay:

(i) The Group (i) KEE
2008 2007

“EENE 3-8 of 2

Total Total
contractual as Within contractual as Within
discounted 6 months discounted 6 months
cash flow oron cash flow oron
Carrying  @3HREH demand Carrying  BE1REH demand
amount MRERE  AEARR amount  AUREESE  SEARK
RAEE ZRER  EREIH EHE ZEER  EXERE

HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ER TR ERTR ERTR BETT BETT BETT

Trade and other payables 5 REMEREE 85,918 85,918 85,918 115,370 115,370 115,370
Provision for financial loss B EEEE = = = 7,800 7,800 7,800

85,918 85,918 85,918 123,170 123,170 123,170
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27 FINANCIAL INSTRUMENTS (continued) 27 &®WIA @)

(b) Liquidity risk (continued) (b) E&HREBMERER (8)
(i) The Company (i)  AnA]
2008 2007
-4 J1%:3 k- 43 3
Total Total
contractual as Within contractual as Within
discounted 6 months discounted 6 months
cash flow oron cash flow oron

Carrying  @3HREH demand Carrying  #EHRAH demand
amount  WRAHE  AEARD amount  HURAEE  SEARZK
EHE ZBef  EREFE REE ZBRER  ERENE
HK$’000 HK$000 HK$°000 HK$°000 HK$’000 HK$’000
BETT BEFT BETFT BT JEFT BB

Trade and other payables 5 RHMENEE 52,961 52,961 52,961 81,153 81,153 81,153
Amounts due to subsidiaries  JEfTHIBARBRT 28,002 28,002 28,002 56,519 56,519 56,519
Provision for financial loss ~ Ef#§E B % & - = = 7,800 7,800 7,800

80,963 80,963 80,963 145,472 145,472 145,472

In order to manage the above liquidity demands, BHKFERE HMESRBFR  RZTTN\F+HA=+
at 31st December 2008, HK$215,925,630 (2007: —H AEERAAGSHFEARSHER 2H SRS
HK$305,371,471) and HK$154,254,913 (2007: #215,925,6307T (ZZ =+ : #%305,371,4717T) &
HK$296,261,660) of the Group’s and the Company’s #%154,254,9137C (ZTZ 4 : 5#296,261,6607T) °
assets respectively were held as cash that are considered

readily realisable.



27 FINANCIAL INSTRUMENTS (continued)
(c) Interest rate risk

The Group’s and the Company’s interest rate risk arises
primarily from cash and cash equivalents which were
contracted at short-term variable rates and expose the
Group and the Company to cash flow interest rate risk.
The Group’s and the Company’s interest rate profile as
monitored by management is set out in (i) below.

(i) Interest rate risk
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27 @I A (®)

(c) F=ZE@Ek
REBRAABZHNEREABRTERESRRSFSEEBER 2L
FTREMFHANRE S| BAERRARARERESTENZRRE

i o AR E KRR R AR BN B E IR EE IR H (i) 4
-

(i) FERE

The Group The Company
AEE LN
2008 2007 2008 2007
“B2ENF S e “2ENF “ERE
Effective Effective Effective Effective
interest interest interest interest
rate rate rate rate
ERRI= BRI ERR= BRM=
%  HK$000 %  HK$'000 %  HK$000 %  HK$'000
BETT A¥TT BETr AT
Variable rate bank deposits ~ $ETEHEEIZA 22 204,944 49 305,371 23 150,425 50 296,262

(i) Sensitivity analysis

At 31st December 2008, it is estimated that a general
increase/decrease of 100 basis points in interest rates,
with all other variables held constant, would decrease/
increase the Group’s and the Company’s loss after tax
and retained profits by approximately HK$2,049,000
(2007: HK$3,054,000) and HK$1,504,000 (2007:
HK$2,963,000) respectively. Other components of equity
would not be affected (2007: HKS$Nil) by the changes in
interest rates.

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred
at the balance sheet date and had been applied to the
exposure to interest rate risk for financial instruments
in existence at that date. The 100 basis point increase
or decrease represents management’s assessment of
a reasonably possible change in interest rates over the
period until the next annual balance sheet date. The
analysis is performed on the same basis for 2007.

(i) BERESIT

R_EENF+_A=+—BEMBEEMBLREHET
BHERT AR FI RPN, R 10020TF 0 B
SRR AR EE AN 2 BREE BB KRS B R
A D B 82,049,0007T (ZEE L F ¢ 53,054,000
JC) M & #1,504,0000T (— T Z + 4 ¢ & 2,963,000
TL) o HtES AN EREHTELE (ST +F : B
TIL) °

BERGRESTEBRFEEHERNEE BB AR
57 AE AR BN B FTE R B 6T RIEHTER S T
B FIREMR - 1008 THINF RS EEREHEE F—
BEE S B2 IR A RSS2 T - AR
BT AR 2 T -
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27 FINANCIAL INSTRUMENTS (continued)
(d) Foreign currency risk
(i) Foreign currency transactions

The Group is exposed to currency risk primarily through
sales and expense transactions that are denominated
in a currency other than the functional currency of the
operations to which they relate. The currencies giving
rise to this risk are primarily United States dollars and
British Pounds.

(i) Recognised assets and liabilities

In respect of other trade receivables and payables held
in currencies other than the functional currency of the
operations to which they relate, the Group ensures
that the net exposure is kept to an acceptable level, by
buying or selling foreign currencies at spot rates where
necessary to address short-term imbalances.

(iii)  The following table details the Group’s and the
Company’s exposure at the balance sheet date
to currency risk arising from recognised assets or
liabilities denominated in a currency other than
the functional currency of the entity to which they

27 E®IA %
(d) e b
(i)  HEZE

AEBEBHRUZFREEZHNEEB U2 EEIIE
ZHeWAMBAEIINERR - BRXEEREREEETE

(i) EREZEEREE

ERNEBREEEAIIEBRHBE 2 EMEZRE N
ENHIR  AEESELUEEMNERN T FEE - URE
EXBEAREHINE  BRFZESHFTE—BAATERZHN
BE -

(i)  TRIRAEERARBNEE B ETE LR
RUANBEEB UM —EERIIENEEXREMN
AEHNEEER -

relate.
The Group The Company
r5H LN
2008 2007 2008 2007
It 182 “TRFE It 2082 “TErE
United United United United
States British States British States British States British
dollars  Pounds dollars Pounds dollars  Pounds dollars Pounds
000 000 '000 000 '000 000 '000 '000
EnFrn  REFE FrTn  EETE  Enfr  REFE  Enfn  AETE
Trade and other receivables 25 & E el 8,267 112 12,966 305 8,267 112 12,837 305
Cash and cash equivalents B2 LIRS E(EER 18,550 556 36,730 211 18,550 556 36,730 211
Trade and other payables B HREMENEE (2,619) - (4,072) - (2,619) - (4,071) -
Amounts due from subsidiaries JEU B A TIE - - - - 2,051 = 6 -
Amounts due to subsidiaries  JEFTHIEB R A - - - - (405) - (2,584) -
Net exposure arising from AEAZBER
recognised assets and AEMIFE
liabilities 24,198 668 45,624 516 25,844 668 42,918 516




27 FINANCIAL INSTRUMENTS (continued)
(d) Foreign currency risk (continued)
(iv)  Sensitivity analysis

The following table indicates the approximate change
in the Group’s and the Company’s loss after tax and
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27 S®TIA @
(d) SRR (8)
(iv)  BURESHT

TREBAEERARRNGEE QA ERNRRZEX
ZEEAREEHHRHEBBIRERNEKR 2 HOE

retained earnings in response to reasonably possible &
changes in the foreign exchange rates to which the
Group and the Company has significant exposure at the
balance sheet date.
The Group The Company
r5H LN
2008 2007 2008 2007
It 182 “TRFE It =082 “TErE
Effect on Effect on Effect on Effect on
Increase/ loss after  Increase/ loss after Increase/ loss after  Increase/  loss after
(decrease)  taxand (decrease)  taxand (decrease) taxand (decrease)  tax and
in foreign  retained inforeign  retained inforeign  retained inforeign  retained
exchange profits  exchange profits  exchange profits  exchange profits
rate  HEHEZ rate  HEH% rate  HEBRHEZ rate  HBH%
Exgh/ BERRE EXgh/ BERRE EXEh/ BERRE EXgn/ BERRE
(BD) BRz¥E (Ad) ®HzZE (D) HRz¥E (R2) HHzee
HK$000 HK$°000 HK$°000 HK$’000
BRTT BT Vit BETT
United States dollars e 5% 7,880 5% 14,680 5% 8,416 5% 13,809
(5%) (7,880) (5%)  (14,680) (5%) (8,416) (5%)  (13,809)
British Pounds 5gE 5% 335 5% 328 5% 335 5% 328
(5%) (335) (5%) (328) (5%) (335) (5%) (328)
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27 FINANCIAL INSTRUMENTS (continued)
(d) Foreign currency risk (continued)
(iv)  Sensitivity analysis (continued)

Sensitivity analysis has been determined assuming that
the change in foreign exchange rates had occurred at
the balance sheet date and had been applied to the
Company and each of the Group entities’ exposure to
currency risk for non-derivative financial instruments in
existence at that date, and that all other variables, in
particular interest rates, remain constant.

The stated changes represent management’s assessment
of reasonably possible changes in foreign exchange
rates over the period until the next annual balance sheet
date. In this respect, it is assumed that the pegged rate
between the Hong Kong dollar and the United States
dollar would be materially unaffected by any changes in
movement in value of the United States dollars against
other currencies. Results of the analysis as presented
in the above table represent an aggregation of the
effects on each of the Company and the Group entities’
loss after tax and equity measured in the respective
functional currencies, translated into Hong Kong dollars
at the exchange rate ruling at the balance sheet date for
presentation purposes. The analysis is performed on the
same basis for 2007.

(e) Fair values
All financial instruments are carried at amounts not
materially different from their fair value as at 31st

December 2008 and 2007.

28 CONTINGENT ASSETS AND
LIABILITIES

At 31st December 2008 and 2007, the Group and the
Company had no contingent assets and or liabilities.

27 S®TIA®E)
(d) SRR (8)
(iv)  BUEESIT (B)

HREIMIBREXZHNEEAEL - YERARAR
ANEERERURNZ B NEEZHFITESRTAMAR
ZEBRRE - MAARMATZEERZ CLEANEK) REFTE -

Fr2dlze8siEBEfTERREE T —EAFEL£ER
IRz A BRI AEE S - Bt - BREBEB LR FETTZHAE
EETERETHBREMEB 7 EHMIEATE - £X
FIARZ DMERIESEBE AR BER BTG EMNERE
ﬁm%f%&%%aZE?(%%ﬁﬁm)%#%@ﬁﬁ
BZBRAR 2B - TN ERE ST FRKRIEZ
EREFER o

(e) 2AFE

FEEMTAZ ARSEEEN_-_FTZ
TZA=+—HAZAFEEEATR -

BENFR_ZF2LHF

28 FWREEREE

R-ZZEN\FER-_TZLFT_A=1+—0 AEEEX
QT&EX%%?&E%°



29 MATERIAL RELATED PARTY
TRANSACTIONS AND BALANCES

(a) Key management personnel remuneration
Remuneration for key management personnel of the

Group represents amounts paid to the Company’s
executive directors as disclosed in note 7.
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29 BBAZEARZRERR

(a) FEEEEBEAEHE

TREEEARME RN ARRNITERRMETH

3= o

2008 2007

—EENF —ETLE

HK$ HK$

B B

Short-term employee benefits HHEEEF 6,489,400 5,994,883
Post-employment benefits 1% AEF 270,000 243,000
Share-based payments LARRAD 7 i =2 ) 2,080,132 -
8,839,532 6,237,883

Total remuneration is included in “staff costs” (see note
5(a)).

(b) Financing arrangement

NI R TRAENHES()

(b) MB=H

The Group and the Company

REBERANT

2008 2007

—E2EN\F —TELF

HK$ HK$

B B

Loan to an associate (note 14) BB ENR) (Kat14)

— Principal — K& - 8,500,000
— Interest receivable — FEYHE = 938,646

9,438,646
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29 MATERIAL RELATED PARTY
TRANSACTIONS AND BALANCES

(continued)
(c) Other related party transactions
During the year ended 31st December 2008, the

Group entered into the following material related party
transactions:

29 BBAZERRZRERR (8)

(c) EHtbEMAIIERE

“EENF+A=+—RA1L  XEREBEBITFAT

25

The Group
AEH
2008 2007
—EENFE —TTLF
Notes HK$ HK$
Ktz B JBE B
Interest income from Y= NG
an associate (note 4) Z R BN (HfaF4) (i) - 405,436
Rental income from REREH S
a related company (note 4) ZHSWA (HfaF4) (ii) 240,000 120,000
Secretarial fees paid to B ARNEER
a related company (i) 264,000 -

Notes:

(i) Interest income was received by the Group in connection
with the loan to an associate (note 14).

(i) Rental income is received from and secretarial fees are
paid to a related company, in which Dr. Wong, Philip Kin
Hang, and Mr. Wong, Kennedy Ying Ho, have beneficial
interests. Dr. Wong, Philip Kin Hang is a director of the
Company and Mr. Wong, Kennedy Ying Ho is a close
family member of certain directors of the Company.

Balances with related parties are disclosed in the
balance sheet and in notes 14 and 15.

30 POST BALANCE SHEET EVENTS

After the balance sheet date, the directors proposed a
final dividend. Further details are disclosed in note 10.

wisz -
()  AKEEREBEATZFIBLA (HE14) -

(ii) KERBEB T ZHSBARINEH I ZWEER @ B
FHINERREEREXMB AR BELERD - BH 7
BEIRARAEEREAREERARARELE R L RIK
K8 -

RS BHMEEEERBR ZMHE14RI6HHE -

30 EBEERBERKER

BEAMEAEAL EFRBREIRBE o FHERH
108 -



31 ACCOUNTING ESTIMATES AND
JUDGEMENTS

The methods, estimates and judgements the directors
used in applying the Group’s accounting policies have a
significant impact on the Group’s financial position and
operating results. Some of the accounting policies require
the Group to apply estimates and judgements, on matters
that are inherently uncertain. The critical accounting
judgements in applying the Group’s accounting policies
are described below.

(a) Depreciation

Property, plant and equipment are depreciated on a
straight-line basis or reducing balance basis over the
estimated useful lives. The Group reviews annually the
useful life of an asset and its residual value, if any. The
depreciation expense for future periods is adjusted if
there are significant changes from previous estimation.

(b) Impairments

In considering the impairment loss that may be required
for certain property, plant and equipment, investments
in subsidiaries and interests in associates, recoverable
amount of the asset needs to be determined. The
recoverable amount is the greater of the net selling price
and the value in use. It is difficult to precisely estimate
selling price because quoted market prices for these
assets may not be readily available. In determining the
value in use, expected cash flows generated by the asset
are discounted to their present value, which requires
significant judgement relating to items such as level
of turnover and amount of operating costs. The Group
uses all readily available information in determining an
amount that is reasonable approximation of recoverable
amount, including estimates based on reasonable and
supportable assumptions and projections of items such
as turnover and operating costs.

Impairment losses for bad and doubtful debts are
assessed and provided based on the directors’ regular
review of ageing analysis and evaluation of collectability.
A considerable level of judgement is exercised by the
directors when assessing the credit worthiness and past
collection history of each individual customer.

An increase or decrease in the above impairment loss
would affect the operating results in the year and in
future years.
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31 EEH{AET R A E

ESRARAKRE 2 SERNITA - BERABEAE
BZHBRARLEREEEATE - RESTHHRRER
AEBEERGG RABETEEST L - RS HEE
REASEZ S BERFNT

(a) #HE

5 4 2 DA B AR R R R 1 M B A 5 4 5
BB o SR R A AR Y A A A 8 4 0 RS
3t B0 - RREFER Y KRB E S HENEA
(L TR o

(b) HIE

ZREETYE  BELARE  RHUBARZRE RINEE
LBRBZERTEHARERE  REETEEZAIKES
HorRDeEAFEERERAEEME 2BSE - AN
WEEEZ PR E T A SEM AR - B A E M (A 5T
EE -HETEAEBER  BEMELZEHRRERED
TREERAEE MANLEERKFEREENLACES
HEFEHEZRNE - ARBEETSRHEMAMA A EX
BZER MeRRA kbR ARMOEE  BER
BAREMAXKZBRAENABNERBEREERASE
fAETBUR -

AEBREEIEETE HETZRE DN KA 4 B G R
ZRBEERETIR EFNFLEBEREPZEEER
KB E MRS 1T — A2 E 2 I -

R E R IR IR ISR D R BRI A F AR o
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31 ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(c) Income taxes

Determining income tax provisions involves judgement
on the future tax treatment of certain transactions and
interpretation of tax rules. The Group carefully evaluates
tax implications of transactions and tax provisions are set
up accordingly. The tax treatment of such transactions
is reconsidered periodically to take into account all
changes in tax legislation.

Deferred tax assets are recognised for tax losses not
yet used and temporary deduction differences. As
those deferred tax assets can only be recognised to
the extent that it is probable that future profit will be
available against which the unused tax credit can be
utilised, management’s judgement is required to assess
the probability of future taxable profits. Management’s
assessment is constantly reviewed and additional
deferred tax assets are recognised if it becomes probable
that future taxable profits will allow the deferred tax
asset to be recovered.

(d) Inventory provision

The Group performs regular reviews of the carrying
amounts of inventories with reference to aged inventories
analyses, projections of expected future saleability of
goods and management experience and judgement.
Based on this review, write-down of inventories will be
made when the carrying amounts of inventories decline
below their estimated net realisable value. Due to
changes in customers’ performance, actual saleability of
goods may be different from estimation and profit or loss
could be affected by differences in this estimation.

(e) Share-based payments

The estimate of the fair value of the share options granted
to employees and other eligible persons measured by
professional values based on the Black Scholes model
with modification to reflect the impact of vesting periods
and exercise patterns on the option value. The accuracy
of the above estimations could affect the amount of
share-based payments transactions recognised in the
income statement.

31 EEHEET RAE (&)

(c) Frd®i

BEEMSHBEY MEE TR RERERE 2 7F b &
BRARE - AREFERMTGERZZBEHE - LR
IR EERE - RERXHZHARIETE R - A&t
RIREEPI Z A EE) -

BRERIBEEDR RS R EERINBRERE I M EBEE
R o IR BFELERIEE EER AR Mm M 7] AR
APRERRBEANBRE L ER - EEEANERKE
ARBUR A Z AT RENE - BIRE Z R T E IR - WK E
AR A Ao AR IR IER IR B - RIS ERBRIMELE
THEE °

(d H“ERE

AEBHITER R REFEREDIT - AHRRKEE &
BBz FEREE - ER IR - ERFERE
BETHREREGENREBEFEMEFERE BEPX
BmEs)  BEREEHENGBIEERRUFTAEEE
A&

(e) HURGAHAEMRIRE

BT REZBREZ A FEMF I HERGEEMEZEHFR
AT E - WEREFTARRBEREEEYRBHRITERE
AZHE - Pl EEREETTZEURN AERIRE R
SHHEBBRRERZEHE -
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32 POSSIBLE IMPACT OF 32 BE-EZT)\F+=-A=1T—-HLEEE
AMENDMENTS, NEW STANDARDS B ERERZIER - HEIRREZE
AND INTERPRETATIONS ISSUED rEXE

BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31ST DECEMBER 2008

Up to the date of issue of these financial statements, HZUWSHBERETIEZE  HBESTAIASEEMZIE
the HKICPA has issued a number of amendments, new {87] * £ R2E  BREBE=_ZET \F+=_A=+—
standards and interpretations which are not yet effective ~ HIEFENRER + BMRR I FT HEHRTEN

for the year ended 31st December 2008 and which have

not been adopted in these financial statements.

Of these developments, the following relate to matters 7EEE(EN R - U N AR LB AEE 2 &% &I HR
that may be relevant to the Group’s operations and 3% :
financial statements:

Effective for
accounting periods
beginning on or after

RUT A3
DX WA=
BEEN
HKAS 1 Presentation of financial statements BEGERE1S (ET) IBRRZZER 1st January 2009
(Revised) “ZENE-A-H
Amendmentto  Consolidated and separate financial BRGHERETR - B3] BEREAIBRE : 1st January 2009
HKAS 27 statements: Cost of an investment in RIBAR - £REHEES “ZTNE-A-H
a subsidiary, jointly controlled entity ﬁf*s*ﬁﬂZ?xﬁﬁM
or associate
HKAS 27 Consolidated and separate financial ARG EAETS (BT HERERHBER 1st July 2009
(Revised) statements ZZENFLA-A
Amendmentto  Share-based payment: BRMBMEEAESR - BT AR BERS T - 1st January 2009
HKFRS 2 Vesting conditions and FHBEGN Rt “ZENE-A-H
cancellations
HKFRS 3 Business combinations ERMBREEAEIN (BEFT)  FHabt st July 2009
(Revised) ZZENFLA-A
Amendmentsto  Improving disclosures about financial BRMBREENETR - B3] BEEBERIACRE 1st January 2009
HKFRS 7 instruments “ZTNE-A-H
HKFRS 8 Operating segments BARUBREEAZST HEHT 1st January 2009

—EENF-A—-H
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32 POSSIBLE IMPACT OF
AMENDMENTS, NEW STANDARDS
AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31ST DECEMBER 2008

(continued)

The directors have confirmed that the Group is in
the process of making an assessment of what the
impact of these amendments, new standards and new
interpretations is expected to be in the period of initial
application. So far it has concluded that the adoption
of them is unlikely to have a significant impact on the
Group’s results of operations and financial position.
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CONSOLIDATED INCOME STATEMENTS mEBZR
2004 2005 2006 2007 2008
—TTME —TTRE TTE —ETtE  ZBEN\F
HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
BEFT BEFT BEFT BEFT BT
Continuing operations BELEXE
Turnover e 1,055,482 1,008,712 954,572 842,856 724,191
Profit/(loss) before taxation and B f SR E 52
share of losses KoL R 7]
of jointly controlled BREIEH /(E8)
entities and associates 76,787 23,366 51,552 (1,217) (30,619)
Share of losses of jointly il SR B B2
controlled entities (9,001) (3,299) - - -
Share of losses of associates PGB E A R 1E - (12,645) (1,137) (52,868) =
Profit/(loss) before taxation BREARF (EE) 67,786 7,422 50,415 (54,085) (30,619)
Income tax (expense)/credit BB (), 5TA (12,583) (2,056) (5,567) 8,591 10,329
Profit/(loss) from continuing BELEERY
operations wA/(E1R) 55,203 5,366 44,848 (45,494) (20,290)
Discontinued operations BRIEREER
Profit from discontinued BRI
operations, net of tax ZBEER A 74,195 157,648 3,386 - =
Profit/(loss) for the year AEFHF /(BE) 129,398 163,014 48,234 (45,494) (20,290)
Attributable to: AEER
Equity shareholders of the ARAMRE
Company 123,546 161,018 48,234 (45,494) (20,290)
Minority interests DR RER 5,852 1,996 = = =
129,398 163,014 48,234 (45,494) (20,290)
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CONSOLIDATED BALANCE SHEET mEEERER
2004 2005 2006 2007 2008
—ZTME ZZETHFE ZIZTRFE CZITTtF CZEZENF
HK$’000 HK$°000 HK$°000 HK$°000 HK$°000
BEFT BT BEFT BT BYFT
Property, plant and equipment  ¥1%  BE L& 514,012 195,110 188,888 179,173 171,228
Interests in leasehold land RECEHERES R
held for own use under 2R
operating leases 14,326 14,133 14,019 14,321 14,384
Investment properties BEME 385,762 = = = =
Interests in jointly HREEHEEER
controlled entities 28,116 - - = -
Interests in associates LNl £ - 53,222 52,868 - =
Deferred tax assets ELERBEE 152 152 100 4,223 5,727
Net current assets mBEERE 7,523 147,733 475,055 399,466 300,997
Non-current rental ERERBRET 2
deposit payables (1,078) - - = -
Long-term bank loans REBBTER (50,188) - - - -
Deferred tax liabilities ELHIBEE (48,325) (8,865) (8,810) (3,313) (2,411)
Net assets directly associated ~ EEHEDKIFEKAH
with discontinued operations LFEE - 480,274 - - =
Net assets BEFE 850,300 881,759 722,120 593,870 489,925
Share capital e 185,347 189,040 196,932 196,932 196,932
Reserves E1 574,130 692,719 525,188 396,938 292,993
Total equity attributable to ARRIRER LR
equity shareholders of the
Company 759,477 881,759 722,120 593,870 489,925
Minority interests DHRRE R 90,823 = = = =
Total equity B 850,300 881,759 722,120 593,870 488,925
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