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RETAIL OUTLETS

An Extensive Network Capturing Growing Opportunities in China
The Group’s sales points span the whole nation, with footprints in all major cities such as Beijing, Shanghai,
Chongaing, Tianjin, Guangzhou, Hong Kong and Macau. Such an extensive network enables the Group to
efficiently respond to customer needs and deepen its market penetration in China.

As at 31 December 2011, the Group had a total of 2,076 retail outlets, comprising 1,862 concessionary
counters and 214 retail shops in Mainland China, Hong Kong and Macau.
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Chairman's
Statement

The Group will prudently monitor
and analyse market trends, step up
risk management, and formulate
and put into practice development
strategies in a pragmatic and
cautious approachv so as to

capture the
valuable
Opportunltles
arising from the
steady economic
development of

China.
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Mr. Cheng Man Tai
Chairman of the Group

To all Shareholders,

It is my great pleasure to present the audited
annual results of Embry Holdings Limited for
the year ended 31 December 2011 on behalf of
the Board of Directors.

Along with the rapid changes in the global
economy in 2011, and the impact of the spread
of the international financial crisis across the
world, there was a slow down in the recovery
of developed economies, and a decline in the
growth rate of emerging economies. Given this
scenario, coupled with the increasing upward
pressure on prices at the beginning of the year,
China’s economic development was exposed
to heightened uncertainties. To weather the
complications of the prevailing economic
environment, the PRC government has adopted
bold measures to regulate China’s economic
structure. During the first year of the “12th
Five-Year Plan”, the goal is to achieve steady
economic development, and to continue to
encourage domestic consumption in China. In
2011, the total retail sales of social consumer
goods jumped by 17.1% over that of 2010 to
more than RMB18,122.6 billion. Despite the
deterioration of the operating environment of
certain retail sectors during the year as a result
of the changes in the macro-economic
environment and the structural problems of

these industries, the rise in national income will
continue to give impetus to the growth in
consumption, thereby laying a solid foundation
for the long-term positive development of the
retail industry.

Invigorated by China’s robust economic growth
and the growing spending power of consumers,
Embry, as one of the leading lingerie retailers in
China, attained encouraging performance by
leveraging on its brand awareness, ingenious
product design, superior product quality and
extensive retail network coverage. The Group’s
turnover recorded a double-digit growth for the
fifth consecutive year since its listing. Net profit
grew to HK$159,314,000 in 2011 from
HK$126,189,000 during the previous year. To
reward our shareholders for their long-lasting
support, the Board of Directors recommends
the payment of a final dividend of HK7.00 cents
per share and a special dividend of HK2.00
cents per share.

Both brand building and development are
indispensable for the long-term healthy growth
of the Group. As such, the Group made
continued efforts in promoting its brand
development, making good use of its brand
resources and flexibly responding to market
needs, in order to capture each and every
opportunity. At the same time, the Group
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Chairman's Statement (Continued)

continued to actively upgrade its own brand
products, flexibly draw up marketing and
promotional plans, and strategically expand its
retail network, with a view to further
consolidating our top-notch niche in the
domestic lingerie market.

In 2011, EMBRY FORM and FANDECIE, the
Group’s two major brands, received
widespread market recognition and
acceptance. EMBRY FORM, our flagship
brand, was awarded “The Best-Selling
Lingerie Products in the Industry in China
in terms of Volume, Sales, Market Share”
for the sixteenth consecutive year. EMBRY
FORM has also retained the honour as both
the “Superbrand” and the “Hong Kong Top
Brand”. Meanwhile, FANDECIE was awarded
the “Top 10 Best Sellers in the Industry in
China” for the sixth consecutive year.

At the same time, E-BRA, our fifth brand,
achieved notable success since its launch for
merely a year. E-BRA is positioned as a brand
catering for the mass market at affordable
prices so as to attract customers with relatively
basic consumption needs. To lay a good
foundation for the development of the brand,
continuous efforts ranging from the conduct of
market research, the timely adjustment of the
direction of development, the promotion
programs of brand image and the design of
products have been made for E-BRA since its
introduction. We are confident that E-BRA is
blessed with the potential to become an
important “locomotive” to fuel the Group’s
business growth.

EMBRY HOLDINGS LIMITED ANNUAL REPORT 2011

To meet the increasing market demand, the
Group continued to expand and optimise its
sales network in a prudent manner during the
year. As of the end of 2011, the number of
retail outlets of the Group had exceeded 2,000,
with a network coverage stretching across
more than 190 cities in China. At the same
time, the Group increased the number of its
outlets in prime locations during the year by
opening flagship stores in Glory Mall in Beijing,
Grand Gateway 66 in Shanghai, KK Mall in
Shenzhen and the Venetian Macao in Macau.
We believe this move will help uplift our brand
image and reputation, and secure promising
sales and promotion results.

Looking ahead, the economic outlook remains
uncertain. The failure to solve the debt crisis of
the European countries timely would inevitably
affect the global economy. To cope with a
number of market risks, the Group will
prudently monitor and analyse market trends,
step up risk management, and formulate and
put into practice development strategies in a
pragmatic and cautious approach, so as to
capture the valuable opportunities arising from
the steady economic development of China.

In 2012, the Group plans to open about 150
retail outlets throughout China. Our focus will
be placed on the exploration of the markets
with promising growth potential in the peripheral
areas of the first-tier cities as well as the
second-tier and third-tier cities in China, in
order to extend the penetration rate of the
national sales network. The Group will also



Chairman's Statement (Continued)

strengthen the multi-brand strategy. By
exploring the potential value of the existing
brands, the Group will strive for greater market
share. In line with these strategies, the Group
will vigorously carry out marketing and
promotional activities and keep abreast of the
ever-changing market environment in a timely
manner, in order to win long-term support from
customers. Moreover, in respect of product
development, the Group will continue to seek
for brand new innovations. Through a variety of
exclusive patented technology, the Group will
endeavour to develop additional proprietary
products to optimise its product mix, thereby
fostering healthy business growth.

| would like to take this opportunity to thank all
of our employees for their contribution to the
Group over the past year. Their contribution
has helped Embry achieve the solid results. |
would also like to express heartfelt gratitude to
our shareholders for their enduring support to
the Group, and for their recognition of the
Group’s aspirations and strategy for its future
development. To show appreciation to our
shareholders for their trust, all of us will make
unwavering efforts to enhance the results
performance of the Embry Group. We will
closely collaborate with our shareholders,
business partners and customers to create a
brighter future.

Cheng Man Tai
Chairman

Hong Kong, 28 March 2012
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Management Discussion

and Analysis

Business and Operations Review

In 2011, the sovereign debt crisis in Europe continued to dampen
market sentiment around the world and brought uncertainties to the
global economy, thereby raising concerns about the economic
outlook among various countries. In view of the complications of the
domestic and international economic environment, the PRC
government has taken bold regulation and control measures to
improve external trade and encourage domestic consumption. These
measures helped maintain growth momentum and steady
development of the domestic economy. According to China’s
National Bureau of Statistics, the 2011 Gross Domestic Product
(GDP) amounted to RMB47,156.4 billion, representing a year-on-year
increase of 9.2%. The total retail sales of social consumer goods
reached RMB18,122.6 billion, representing a year-on-year growth of
17.1%. Sales of daily consumer goods such as clothing exhibited a
steady growth. This was a reflection that the domestic consumer
demand remained robust against the backdrop of the uncertainties of
the external economic landscape and the internal inflationary
pressures of the previous year.

The Group has adopted a multi-brand strategy. It is well-poised to
leverage its advantages of brand positioning and price differentiation,
thereby expanding its market coverage and brand penetration, and
seizing growth opportunities. In addition, the Group also expanded
and optimised its sales network at a steady pace in order to
consolidate the business foundation and support its long-term
business growth.

During the year ended 31 December 2011 (the “Current Year”), the
Group attained satisfactory business performance. Revenue grew by
25.57% over that of the year ended 31 December 2010 (the “Prior
Year”) to HK$1,694,987,000. The increase in staff costs, rising
contingent rents and rental of sales outlets, as well as accelerated
pace of shop opening during the year have fuelled a rapid increase of
28.80% in selling and distribution expenses. Profit attributable to
owners of the Company was HK$159,314,000, which increased by
26.25% when compared to the figure of the Prior Year. Earnings per
share amounted to HK38.91 cents (2010: HK31.21 cents),
representing an increase of 24.67%.
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Management Discussion and Analysis (Continued)
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Management Discussion and Analysis (Continued)
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Management Discussion and Analysis (Continued)

The Board of Directors of the Company
resolved to declare a final dividend of HK7.00
cents (2010: HK5.00 cents) per share and a
special dividend of HK2.00 cents (2010:
HK3.00 cents) per share for the Current Year.
Together with the interim dividend of HK3.00
cents (2010: HKB.00 cents) per share
distributed, the dividend on an annual basis
was HK12.00 cents per share, representing a
9.09% increase over the Prior Year.

Brand Management

Faced with the complex and volatile business
environment, the Group continued to keep
abreast of market conditions and customer
needs and capitalise on the advantages of its
multi-brand strategy, with a view to further
consolidating brand strengths. The Group
currently operates five brands: EMBRY FORM,
FANDECIE, COMFIT, E-BRA and LIZA
CHENG, so as to meet the market demand for
product diversification and to establish a
distinguished brand reputation.

In response to market changes, the Group has
put into place flexible deployment and
integration of resources, as well as appropriate
deployment of brand development and
promotion focus, in order to maximise the
effectiveness of marketing. During the year, the
Group enhanced the brand positioning of its
two major brands, EMBRY FORM and
FANDECIE. The product mix of each of the
five brands was constantly optimised to
promote the all-round development of the
brand, thereby further uplifting the competitive
edges of each brand. With an affordable price
positioning of E-BRA, the fifth brand launched
by the Group in the second half of 2010, the
Group succeeded in expanding the customer
base with relatively more basic consumer
demand.

The Group has made active efforts in
reinforcing the promotion and publicity of
brands and products through various channels,
S0 as to enhance brand equity. During the
Current Year, the Group held a number of
promotional and marketing activities, including
the “Glamorous & Gorgeous EMBRY FORM
Press Conference & Fashion Salon” (“ & /1 4¢ /i
LHRISHmBMBER LR D), the
“FANDECIE Dazzling Tour” (“ 3k 531 53432 )
and the “E-BRA Exhibition of the China
International Underwear Culture Week” (“ /1
BB IS EiE 2 E-BRAMRRER ). All these
activities enabled us to enhance market
penetration and brand awareness, and to
strengthen the close relationship between the
Group and distributors and customers across
the country, thus boosting product sales.

In respect of the Hong Kong market, in line with
the advertising effect and topic of the Prior
Year, renowned fashion models and artists
were invited to act as leading characters in a
series of print advertisements of EMBRY
FORM and to show a series of products with
patented designs. Positive response was
received from the market.

Sales network

Invigorated by the accelerated urbanisation of
Mainland China and the steady growth of the
national income, there was a huge consumer
demand. Given the success of the PRC
government in controlling rising price,
inflationary pressures were moderately
alleviated in the second half of the year, this will
exert positive impacts on the overall retail
market. The Group continued to strategically
expand its sales network, with a coverage
stretching across the first-tier cities as well as
the second-tier and third-tier cities which
continued to achieve rapid economic growth.
The speed of shop opening during the year
remained stable.
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Management Discussion and Analysis (Continued)

Along with the gradual emergence of the
uncertainties of the external economic
environment in the second half of the year, the
Group sped up the closure of stores of lower
operating efficiency in the fourth quarter. With
the effective integration of resources, coupled
with the optimisation and adjustment of the
sales network structure, we have reinforced our
capability to manage and control our risk
exposure.

During the Current Year, the number of retail
outlets of the Group registered a net increase
of 195. As at 31 December 2011, the Group
operated a total of 2,076 retail outlets. Out of
these outlets, the number of concessionary
counters and stores were 1,862 and 214
respectively.

The Group developed direct online sales
channels during the Current Year, in order to
test the market response towards the online
shopping of lingerie products. At present, the
online shopping is mainly dedicated to the
selling of basic products.

EMBRY HOLDINGS LIMITED ANNUAL REPORT 2011

Product design, research and
development

With the improving living standards of urban
residents of China and the growing maturation
of consumption patterns, women are
increasingly in pursuit of brand names. During
the Current Year, through the increase in the
application of patented designs by the Group,
the value of our products was enhanced. By
keeping ahead of the fashion trends of the
lingerie product market, we are well-positioned
to meet the consumption need of customers at
different levels.

During the Current Year, the Group has rolled
out a variety of brand new product collections.
In particular, encouraging applause was
received from customers for EMBRY FORM’s
“Blue Christmas Series”, “Simple Chic Series”,
“Fresh Beauty Push-up Series” and “Elegant
and Sophisticated Series”; FANDECIE's “Navy
Badge Series” and “Dream Polka Dot Series”;
as well as E-BRA'’s “Leopard Series”, “Butterfly
Charm Series” and “Sweet Polka Dot Series”.

As at 31 December 2011, the Group had 29
application patents and 13 appearance design
patents, which were registered in China and/or
other parts in the world.
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Management Discussion and Analysis (Continued)

Production capacity

Currently, the Group has three production
bases located in Shenzhen, Jinan and
Changzhou. The Group closely monitors the
changes in the demand of the consumer
market. Through regular review of the capacity
allocation and flexible deployment of workshop
manpower and machine capacity, we actively
responded to the impact of the instability of the
global economic situation, in order to achieve
better operational efficiency.

Awards

In the Current Year, EMBRY FORM was
honoured as the “The Best-Selling Lingerie
Products in the Industry in China in terms
of Volume, Sales, Market Share” by the
China Industrial Information Issuing Centre (the

“|ssuing Centre”) (FBI{TE B EE BEMFL).

The Group has been awarded this honour for
sixteen consecutive years. FANDECIE, the
Group’s another brand, was also awarded the
“Top 10 Best Sellers in the Industry in
China” for the sixth consecutive year by the
Issuing Centre. In addition, EMBRY FORM
was granted the “Superbrands” honour by
Superbrands Hong Kong from 2005 to 2011
and was awarded the “Hong Kong Top

Brand” by the Hong Kong Brand Development
Council and The Chinese Manufacturers’
Association of Hong Kong for five consecutive
years. Furthermore, the Group’s subsidiary in
Shandong was awarded as “Enterprise of
Optimal Efficiency for the Year 2011” by the
Zhanggiu Municipal Committee of the
Communist Party of China and Zhangajiu
Municipal People’s Government during the
Current Year. This award was in recognition of
the Group’s achievements in production
efficiency. Each of these awards was an
illustration that the Group has carved out a
leading niche and a notable reputation in the
market.

Human resources

The robust labour market in China and the
adjustment in the statutory minimum wages
have resulted in a continued rise in wage
pressures. Quality human resources are the
core value of the Group. The Group
endeavoured to enhance staff loyalty through
the organisation of training courses and cultural
activities and the improvement in employee
benefits. In line with fine-tuning of the Group’s
productivity development plan, there was a
corresponding reduction in the number of
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Management Discussion and Analysis (Continued)

front-line production employees. This reduction
was however offset by the increased manpower
needs arising from the expanded sales network.
The Group’s number of employees of about
8,500 (2010: 8,600) during the Current Year
was maintained at a similar level to that of the
Prior Year. The total staff costs (including
wages and basic salaries, commissions,
bonuses, contributions to the retirement
benefits scheme and equity-settled share
option expenses) for the Current Year was
HK$499,971,000 (2010: HK$347,015,000).

Financial Review

Revenue

By sales channels and regions

During the Current Year, the Group’s revenue
was HK$1,694,987,000, representing a growth
of 25.57% over the Prior Year. The growth in
revenue was mainly attributable to the
continued boom of the PRC retail market, the
expansion of the sales network and the surge
in the overall customer demand. In addition, the
well-defined brand positioning strategy and the
increased application of patented technology
on products have contributed to arise in the
average selling price of products.

Retail sales for the Current Year amounted to
HK$1,409,173,000, accounting for 83.14% of
the Group’s total revenue and representing an
increase of 21.23% when compared to that of
the Prior Year. Sales of the wholesale business
increased by 42.62% from HK$171,776,000 to
HK$244,990,000. During the Current Year, the
ODM business accounted for an insignificant
proportion of the Group’s total revenue.
Revenue was HK$13,510,000, representing a
decrease of 13.98% when compared to that of
the Prior Year. Moreover, the Group expanded
into direct online sales channels during the
Current Year. The electronic network was used
as a sales platform for the selling of a diverse

EMBRY HOLDINGS LIMITED ANNUAL REPORT 2011

range of brand products of the Group, thereby
generating a revenue contribution of
HK$27,314,000.

The Mainland China market is the main source
of income for the Group. During the Current
Year, the revenue from the Mainland China
market amounted to HK$1,590,288,000,
accounting for 93.82% of the Group’s total
revenue and representing an increase of
27.75% over the Prior Year.

By brands and product lines

At present, the Group operates five brands:
EMBRY FORM, FANDECIE, COMFIT,
E-BRA and LIZA CHENG for customers of
different age groups and purchasing power.
During the Current Year, sales growth was
attained for each of the five brands of the
Group. EMBRY FORM, our signature brand, is
the main source of income. This brand showed
a continued rising trend in sales, which rose by
19.66% to HK$895,582,000. FANDECIE,
another engine of growth, contributed a
19.35% growth, with revenue increasing to
HK$582,047,000 over the Prior Year. COMFIT,
with a focus on functionality and quality,
achieved a 7.26% growth in revenue over the
Prior Year to HK$89,147,000. E-BRA, a brand
positioned at affordable pricing, expanded the
sales network for the Group. Positive market
response was obtained. Revenue grew by 8.22
times over the Prior Year to HK$108,770,000.
In respect of LIZA CHENG, a brand with higher
positioning, revenue for the Current Year
increased by 91.94% to HK$5,931,000.

The Group has built its advantages in the
research and development of lingerie as well as
the production technology. Accordingly, lingerie
has always been the core product line of the
Group. During the Current Year, sales of lingerie
were HK$1,493,817,000, accounted for
88.13% of the Group’s revenue, representing
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Management Discussion and Analysis (Continued)

an increase of 25.26% over the Prior Year.
Swimwear delivered a promising sales growth
of 38.61%, whereas sales of sleepwear
recorded an increase of 27.60%. Sales of
swimwear and sleepwear for the Current Year
were HK$90,533,000 and HK$90,654,000
respectively, accounting for 5.34% and 5.35%
of the Group’s revenue respectively. The two
product lines will help extend the development
of the Group’s product diversification.

Gross profit

During the Current Year, the Group recorded a
gross profit of approximately
HK$1,394,372,000, representing growth of
about 28.38% over the Prior Year. The gross
profit margin was about 82.26%, which was
better than the Prior Year. Rising costs of raw
materials and labour costs have led to
increasing cost pressures. However, the
Group’s business expansion has further
enhanced the economies of scale, which
coupled with proper cost control measures, the
enhancement of brand equity and continued
increase in the proportion of sales of patented
products, helped to maintain the Group’s gross
profit margin at a stable level.

Other income and gains

Other income increased by 107.59% to
HK$57,520,000 in the Current Year. Exchange
gains for the Current Year amounted to
HK$22,750,000. These gains were derived
from the appreciation of Renminbi arising from
business operations in Mainland China. Subsidy
income for the Current Year was about
HK$13,405,000. This income represented the
subsidies received by the Group from the local
municipal government. In addition, the surge in
property prices in Hong Kong and China
brought a gain of HK$10,916,000 arising from
the appreciation of investment properties for
the Group, representing an increase of
HK$6,791,000 over the Prior Year. The Group’s

interest income decreased by 64.29% to
HK$853,000. The decrease was due to the
continued low interest rates in both China and
Hong Kong and the deployment of part of the
cash in payment for the acquisition of Embry
Tower in Shanghai.

Operating expenses

During the Current Year, selling and distribution
expenses increased by 28.80% to
HK$1,017,100,000 (2010: HK$789,679,000),
representing 60.01% (2010: 58.50%) of the
Group’s revenue.

The increase in selling and distribution
expenses was mainly due to the rise in
contingent rents and rental of sales outlets and
other related selling expenses, along with the
growth in revenue and the increase in the
number of retail outlets. Rising inflation in China
also brought about higher pressure on
operating costs, particularly increase in staff
costs. In addition to the above, equity-settled
share option expenses also increased.

Also, because of the net increase in the number
of concessionary counters and retail stores for
the Current Year by 195, including the flagship
stores located in Glory Mall in Beijing, Grand
Gateway 66 in Shanghai, KK Mall in Shenzhen
and the Venetian Macao in Macau, expenditure
on advertising and decoration of sales outlets
rose by 3.16% to HK$108,696,000, accounting
for 6.41% (2010: 7.81%) of the Group’s
revenue.

Administrative expenses increased by 45.54%
to HK$195,077,000, accounting for 11.51% of
the Group’s revenue, compared with 9.93% in
the Prior Year. The increase was mainly due to
the increase in staff costs, the equity-settled
share option expenses and depreciation.
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Management Discussion and Analysis (Continued)

In order to promote the sense of belonging and
loyalty among employees, the Group has
offered more competitive remuneration through
the grant of share options to employees. On 18
May 2011, share options available for
subscription for a total of 20,355,000 shares of
the Company (the “2011 Options”) were
granted under the share option scheme of the
Company. During the Current Year, the total
share option expenses recognised by the
Company in the income statement amounted
to approximately HK$15,183,000 (2010:
HK$2,337,000), of which share option
expenses recognised for the grant of the 2011
Options were approximately HK$14,527,000.

Tax

The Group’s effective tax rate was 31.11% in
the Current Year, compared to 32.04% in the
Prior Year.

Net profit

Profit attributable to owners of the Company
was HK$159,314,000 in the Current Year,
representing an increase of 26.25% over the
Prior Year. The increase in profit attributable to
owners of the Company was mainly attributable
to the sustained growth in revenue, the
enhanced gross profit margin and the increase
in other income. The net profit margin increased
slightly from 9.35% in the Prior Year to 9.40%.

Liquidity and financial resources

The Group generally finances its operations
with internally generated cash flows. The
financial position of the Group remained sound
and healthy during the Current Year. As at 31
December 2011, the Group’s cash and cash
equivalents amounted to approximately
HK$179,607,000 (2010: HK$195,090,000). As
at 31 December 2011, the Group’s borrowings
amounted to HK$211,500,000 (2010:
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HK$85,000,000). During the Current Year, the
Group did not pledge any assets to secure
bank loans. Gearing ratio was approximately
16.65% as at 31 December 2011 (2010:
7.66%).

Capital structure

As at 31 December 2011, the total issued
share capital of the Company was
HK$4,113,000 (2010: HK$4,067,000),
comprising 411,324,000 (2010: 406,698,500)
ordinary shares of HK$0.01 each. The increase
in the number of issued shares was due to the
exercise of the share options granted under the
pre-initial public offering share option scheme
and the share option scheme for certain
directors and employees of the Group.

In addition, on 18 May 2011, the Company
granted 20,355,000 share options to certain
directors and employees of the Group under
the share option scheme in order to enable
them to subscribe for a total of 20,355,000
shares of HK$0.01 each in the ordinary share
capital of the Company.

Details of the above are set out in note 31 to
the financial statements.

Significant investment held, material
acquisitions and disposals of
subsidiaries and associated
companies

During the Current Year, the Group was neither
involved in any significant investment, nor any
material acquisitions or disposals of any
subsidiaries or associated companies.

Capital expenditure

The capital expenditure of the Group during the
Current Year amounted to HK$53,259,000
(2010: HK$505,769,000).



Management Discussion and Analysis (Continued)

Charge on the Group’s assets
As at 31 December 2011, the Group did not
pledge any assets.

Foreign currency exposure

The Group carries on its trading transactions
mainly in Hong Kong dollars and Renminbi. As
the Group’s foreign currency risks generated
from sales and purchases can be largely offset
by one another, the foreign currency risk is
considered minimal to the Group. It is the policy
of the Group to continue maintaining the
balance of its sales and purchases in the same
currency. The Group does not use derivative
financial instruments to hedge against the
volatility associated with foreign currency
transactions and other financial assets and
liabilities arising in the ordinary course of
business.

Contingent liabilities

A subsidiary of the Company is currently being
enquired by certain government bodies
regarding the compliance of relevant foreign
exchange rules in the PRC in relation to the
remittance and use of funds in the course of
purchase of the Embry Tower in Shanghai in
2009 and 2010. In the opinion of the directors,
based on the legal advice from the Group’s
legal counsels, since the enquiry process is not
yet concluded, whether or not the relevant
company will be subject to any punishment
and, if so, the amount of the ultimate liabilities (if
any) cannot be measured with sufficient
reliability, no provision has been made at this
time.

Save as disclosed above, the Group had no
other significant contingent liabilities or any
litigation or arbitration of material importance.

Prospect

Looking ahead to 2012, China will be inevitably
affected to a certain extent given the
uncertainty in the global economy as a result of
the sovereign debt crisis in Europe and the
slowdown of economic growth in the countries
around the world. On the other hand, the
continued inflationary pressures in China and
the rising labour costs will lead to increasing
operating cost pressures. Against this
background, benefiting from greater intensity of
efforts on macro-economic control measures
by the central government, speeded up
urbanisation, and further increase in national
income levels, strong domestic consumer
demand is gradually created. The overall
economy is set to maintain steady and rational
development.

As a market leader in the lingerie industry in
China, the Group will continue to remain
cautiously optimistic towards its business
development. To stay ahead of the challenging
market environment, the Group will adhere to a
sustainable business strategy, with a view to
seizing valuable opportunities emerging from
the rise in the national income and the
improvement in the quality of life, and to
capturing the immense growth potential
embedded in the second-tier and third-tier
cities in China. Through efforts over the years,
the development of the flagship brand EMBRY
FORM has reaped fruitful results; the younger
brand FANDECIE has successfully expanded
into a broader customer base since its image
upgrade in last year.
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Management Discussion and Analysis (Continued)

As the market environment is still subject to the
impact of the instability of the domestic and
international economy, the Group will expand
and continue to optimise its sales network in a
prudent manner, with a goal to adding about
150 retail outlets across the country. In
connection with production, the Group will
continue to closely monitor market demand and
strengthen capacity management. The Group
will also appropriately regulate the pace of the
preliminary planning work of the Phase ||
development of Shandong plant, so as to
achieve higher production efficiency.

Armed with the Group’s strong multi-brand
edges and prudent development strategies, the
Group will constantly optimise its sales network
and develop an enriched diversity of innovative
product portfolio in order to build up its
competitive advantages. Efforts will be made to
grasp more market opportunities and fortify the
Group’s leading position in the retail market,
thereby fostering steady business growth and
creating greater returns for our shareholders.

EMBRY HOLDINGS LIMITED ANNUAL REPORT 2011
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EMBRY FORM was accredited as The 2011 Best-selling Lingerie Products in the Industry
in China by the China Industrial Information Issuing Centre. It has been the sixteenth
consecutive year for EMBRY FORM to rank the first in terms of volume, sales and market
share.

EMBRY FORM was also named as The 2011 Most Trusted Consumer Brand by the China
Industrial Information Issuing Centre.

FANDECIE was accredited as the Top 10 Best Sellers in the Industry in China from 2006
to 2011 by the China Industrial Information Issuing Centre.

EMBRY FORM received the Hong Kong Top Brand (2007-2011) award from the Hong Kong
Brand Development Council and The Chinese Manufacturers’ Association of Hong Kong.

EMBRY FORM achieved the Superbrands status (2005-2011) in Hong Kong which was
accredited by Superbrands Hong Kong.

EMBRY FORM was awarded the Quality Tourism Services Scheme Certification Mark
(2011) by the Hong Kong Tourism Board.

Embry (China) Garments Ltd. received a certificate of Caring Enterprise in Community
Services for Women in China from the China Women’s Development Foundation.

Embry (Shandong) Garments Ltd. was awarded the Enterprise of Optimal Efficiency for

the Year 2011 by the Zhanggiu Municipal Committee of the Communist Party of China and the
Zhanggiu Municipal People’s Government.
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Corporate

Social Responsibilities

As a leading lingerie brand and retail enterprise in China,
Embry has insisted on the integrated values of enhancing
economic, social and environmental development as its
corporate responsibilities for more than 30 years. While the
Group strives for economic returns, it always upholds the
principle of “Love and Care” and pursues perfection in
fulfilling its corporate social responsibilities in the areas of
women affairs, social welfare and environmental protection.

Care for Women

Care for women is an important part of Embry’s “Love and
Care” community activities. In 2011, the Group organised
charity sales with Hong Kong Breast Cancer Foundation to
promote breast healthcare. Between 8 December 2010 and
30 June 2011, proceeds from customers purchasing
designated underwear products at Embry’s Hong Kong
stores, after deducting costs, were donated to Hong Kong
Breast Cancer Foundation, as a gesture of our love and care
for women.
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During the year, it was the fifth time the Group jointly
organised the “Conveying Love” charity donation activity
with the China Women'’s Development Foundation. Embry
made a donation of around RMB5 million in kind to the
Foundation to help women from ethnic minorities in remote
areas in the Mainland, including Yixian in Baoding, Hebei
Province (Manchu Clan), Qianxi Nanzhou in Guizhou
Province (Miao Clan), Fangchenggang City in Guangxi
Province (Dong Clan),Yaniji in Jilin Province (Xian Clan) and
Chifeng in Inner Mongolia (Mongolian Clan), giving attention
and care to their physical and mental well-being. Not only
did this event highlight Embry’s spirit of charity of “True
Love, True Self, True Heart”, it also demonstrated the
sustained efforts of the Group in social and charitable affairs.
In addition, on 24 November, Embry’s lingerie specialist
team visited the Miao villages in Qianxi Nanzhou in Guizhou
Province, to promote women'’s health knowledge through
donations in kind and health seminars and convey the belief
in health and self-confidence. Hence, Embry was awarded a
certificate of “Caring Enterprise in Community Services for
Women in China” in 2011 as recognition.



Corporate Social Responsibilities (Continued)

Employee Participation

The “Community Chest Dress Casual Day” is a popular
annual fund-raising event of The Community Chest of Hong
Kong. By dressing casual on a working day to raise fund for
charity, this event has drawn huge support and attention
from the public over the years. This year, Embry participated
in this meaningful fund-raising event again and its staff in
Hong Kong participated in the event enthusiastically, fully
demonstrating the spirit of “Love and Care” with their
concerted efforts in contributing to charity work and for the
good of society.

Concern for Environmental Protection
Problems like global warming and pollution are threatening
the ecology of the earth and changing people’s lives. As a
responsible enterprise, Embry takes it as its own
responsibility to protect the environment and has been for
years actively allocating resources to projects relating to the
prevention of environmental pollution and restoration of
polluted environment in order to maintain the balance
between enterprise development and environmental
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protection. As early as 2002, Embry pioneered the green
lingerie production chain, utilizing green ecological
production techniques to produce lingerie that meets the
highest green and eco standards. The Group’s eco-
industrial park in Shandong has been carrying out a green
project in the name of “Beauty Project” ([ £ T 72 |) where
environmental-friendly construction facilities are used, such
as energy-saving insulation walls, renewable energy
technology of geothermal heat pumps and naturally-lit
production areas. These facilities help to achieve energy-
saving and reduce carbon emission so as to further reduce
the impact on the environment caused by production
processes, and fully promote low-carbon, sustainable and
green development.

Currently, both of Embry’s products and production
processes have attained the highest national environmental
protection standards. In 2002, the Group was the first
lingerie enterprise in the industry which was awarded the
“Ten-Ring Certification” ([ T R1%E55]). Integrating the use of
ecologically authenticated textile products in its products
with its own patented technologies, Embry brings intimate
comfort and health protection for women.
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Directors and
Senior Management

Executive Directors

Mr. Cheng Man Tai, aged 82, is the Chairman and founder of the Group, and an Executive Director of the Company. Mr. Cheng is in
charge of the Group’s corporate strategy. He has over 36 years of experience in the lingerie industry. Mr. Cheng graduated from Beijing
Agricultural Engineering University (now known as China Agricultural University) with a Bachelor’s degree. He is an Honorary Professor of
China Agricultural University. Mr. Cheng obtained the World Outstanding Chinese Award and Honorary Doctorate of Business Management
from Armstrong University in July 2006. He was elected Fellow of the Asian Knowledge Management Association in December 2008, and
was awarded Honorary Fellowship and admitted as Honorary Professor by Canadian Chartered Institute of Business Administration and
Lincoln University respectively in September 2009. Mr. Cheng is the spouse of Madam Ngok Ming Chu and the father of Ms. Cheng Pik Ho
Liza.

Madam Ngok Ming Chu, aged 75, is an Executive Director of the Company. Madam Ngok is in charge of the Group’s business planning.
She joined the Group in 1980 and has over 31 years of experience in the lingerie industry. Madam Ngok graduated from and is currently an
Honorary Professor of Beijing Agricultural Engineering University (now known as China Agricultural University). She is the spouse of Mr.
Cheng Man Tai and the mother of Ms. Cheng Pik Ho Liza.

Ms. Cheng Pik Ho Liza, aged 49, is the Chief Executive Officer of the Group and an Executive Director of the Company. She is responsible
for the day-to-day management of the businesses of the Group. Ms. Cheng joined the Group in 1993 and has over 19 years of experience
in the lingerie industry. She obtained a Bachelor’s degree in Business Administration from the University of Southern California and a Master
of Business Administration (Executive) degree from the City University of Hong Kong. Ms. Cheng was awarded the prize for Young
Industrialist in Hong Kong in 1999 and was appointed as Vice Chairman of Shanghai Garment Trade Association in 2008. She obtained the
World Outstanding Chinese Award and Honorary Doctorate of Business Administration from International American University in March
2009, and was awarded Fellowship and admitted as Visiting Professor by Canadian Chartered Institute of Business Administration and
Lincoln University respectively in September 2009. Furthermore, Ms. Cheng was elected Vice Chairman of the Shenzhen Enterprise
Confederation and Shenzhen Entrepreneur Association, and a committee member of the Underwear Commission of the China National
Garment Association in December 2009. She is currently a member of the Jinan Committee of the Chinese People’s Political Consultative
Conference in Shandong, a member of the Yangpu Committee of the Chinese People’s Political Consultative Conference in Shanghai, a
member of the China Trade Advisory Committee of Hong Kong Trade Development Council, the Vice Chairman of China Knitting Industrial
Association and the Vice Chairman of The Hong Kong General Chamber of Textiles Limited. Ms. Cheng is the daughter of Mr. Cheng Man
Tai and Madam Ngok Ming Chu.

Independent Non-Executive Directors

Mr. Lau Siu Ki, alias, Kevin Lau, aged 53, is an Independent Non-Executive Director and the Chairman of the Audit Committee of the
Company. Mr. Lau is currently running his own management consultancy firm, Hin Yan Consultants Limited. Mr. Lau has previously worked
at an international accounting firm for over 15 years. He graduated from the Hong Kong Polytechnic in 1981. Mr. Lau is a member of both
the Association of Chartered Certified Accountants (“ACCA”) and the Hong Kong Institute of Certified Public Accountants. He was a member
of the worldwide Council of ACCA from May 2002 to September 2011. Mr. Lau is currently the company secretary of Yeebo (International
Holdings) Limited and an independent non-executive director of Binhai Investment Company Limited, COL Capital Limited, Comba Telecom
Systems Holdings Limited, Foxconn International Holdings Limited, Samson Holding Ltd. and TCL Communication Technology Holdings
Limited, the shares of which are listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). He had been an independent
non-executive director of Greenfield Chemical Holdings Limited, Proview International Holdings Limited and Carry Wealth Holdings Limited,
the shares of which are listed on the Stock Exchange, until his resignation on 11 June 2010, 24 August 2010 and 13 July 2011 respectively.
In addition, he had been the Company Secretary of Times Ltd., the shares of which were formerly listed on the Stock Exchange. Mr. Lau
joined the Company in November 2006.
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Directors and Senior Management (Continued)

Mr. Lee Kwan Hung, aged 46, is an Independent Non-Executive Director and the Chairman of the Remuneration Committee of the
Company. Mr. Lee received his LL.B (Honours) degree and Postgraduate Certificate in Laws from the University of Hong Kong in 1988 and
1989 respectively. He was then admitted as a solicitor in Hong Kong in 1991 and the United Kingdom in 1997 and is a practising lawyer. Mr.
Lee is currently an independent non-executive director of Yuexiu REIT Asset Management Limited (the manager of Yuexiu Real Estate
Investment Trust), NetDragon Websoft Inc., Asia Cassava Resources Holdings Limited, Futong Technology Development Holdings Limited,
New Universe International Group Limited, Walker Group Holdings Limited, Newton Resources Ltd, Tenfu (Cayman) Holdings Company
Limited and Far East Holdings International Limited, the shares of these companies and the units of the said trust are listed on the Stock
Exchange. He was also a non-executive director of GST Holdings Limited, the shares of which were formerly listed on the Stock Exchange.
Mr. Lee joined the Company in November 2006.

Prof. Lee T. S., alias, Lee Tien-sheng, aged 63, is an Independent Non-Executive Director and the Chairman of the Nomination
Committee of the Company. Prof. Lee is currently a Professor and the Vice-President (Academic and Research) of Hang Seng Management
College. He was the Dean of the Faculty of Business Administration of The Chinese University of Hong Kong from 2002 to 2008. Prof. Lee
obtained his PhD in Business Administration and Master’s degree in Business Administration from the University of Missouri-Columbia, the
US in 1982 and 1978 respectively. He also holds a Master’s degree in Management Science and a Bachelor’s degree in Electronic
Engineering from the National Chiao Tung University of Taiwan. Prof. Lee’s research and teaching interests include supply chain
management, quality management and business process re-engineering. He has published his research in many academic journals. Prof.
Lee joined the Company in November 2006.

Senior Management

Ms. Fung Kam Lai Katie, aged 45, is the Group’s Chief Financial Officer. Ms. Fung is responsible for the supervision and management of
the Group’s overall financial matters and investor relations. She joined the Group in March 2007 as the Internal Audit Director and was
appointed to the present position in July 2010. Ms. Fung obtained a Master’s degree in Business Administration (Executive) from the City
University of Hong Kong. She is a member of Hong Kong Institute of Certified Public Accountants and the American Institute of Certified
Public Accountants. Ms. Fung has over 22 years of experience in auditing, financial accounting, corporate investment and financing, as well
as management.

Ms. Lu Qun, aged 58, is the Assistant General Manager (Strategic Management) of Embry (China) Garments Ltd. She is responsible for the
functions of strategic management and project management in Mainland China. Ms. Lu obtained a Master’s degree in Business
Administration from Beijing University of Aeronautics and Astronautics in 2001. She also obtained an undergraduate diploma in international
trade from University of International Business and Economics in 1992. Ms. Lu obtained the International Project Management Professional
Certification in 2002 and has over 32 years of experience in management and administration. She joined the Group in April 2003.

Mr. Ma Rui, aged 41, is the Assistant General Manager (Marketing) of Embry (China) Garments Ltd. He is responsible for the functions of
sales planning and marketing management in Mainland China. Mr. Ma graduated from Changsha University with a diploma in applied
computer science in 1992, and is at present studying a master of business administration programme offered by the Shanghai University of
Finance and Economics. Mr. Ma has been engaged in various posts in sales and marketing since joining the Group in October 1998. He
possesses over 18 years of practical experience in sales and marketing management.
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Corporate
Governance Report

The Board and the management of the Company are committed to the maintenance of good corporate governance
practices and procedures. The Company believes that good corporate governance provides a framework that is essential for
effective management, a healthy corporate culture, sustainable business growth and enhancing shareholders’ value.

On 25 November 2006, the Company adopted the Code on Corporate Governance Practices (the “CG Code”) as contained
in Appendix 14 to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”) (the “Listing Rules”) as its own code of corporate governance practices.

The Company complied with the code provisions under the CG Code so far as they are applicable and a majority of the
recommended best practices under the CG Code throughout the year ended 31 December 2011 (the “Review Period”).

GOVERNANCE STRUCTURE

Board of Directors
(3 Executive Directors
and 3 Independent
Non-Executive Directors)

Remuneration Committee
(1 Executive Director
and 3 Independent
Non-Executive Directors)

Nomination Committee
(1 Executive Director
and 3 Independent
Non-Executive Directors)

Audit Committee
(8 Independent
Non-Executive Directors)

Information Technology
Audit
(Assistant Director —
Information Technology Audit)

Internal Audit
(Assistant Director —
Internal Audit)
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Corporate Governance Report (Continued)

Directors

Board Composition

The Directors place great emphasis on the fiduciary nature of the Board’s responsibilities and strive to be answerable to the
shareholders of the Company as a whole.

The Board currently comprises three Executive Directors and three Independent Non-Executive Directors. The number of
Independent Non-Executive Directors represents more than one third of the Board. The biographical details of and
relationships among the members of the Board are disclosed under the section headed “Directors and Senior Management”
on pages 20 to 21 of this annual report.

The Directors believe that the composition of the Board reflects the necessary balance of skills and experience appropriate
for the requirements of the business development of the Group and for effective leadership, as all the Executive Directors
possess extensive experience in management and the design, production and marketing of lingerie products while the three
Independent Non-Executive Directors possess professional knowledge and broad experience in finance, law and
management respectively. The Directors are of the opinion that the present structure of the Board can ensure the
independence and objectivity of the Board and provide a system of checks and balances to safeguard the interests of the
shareholders and the Company.

Appointment, Re-election and Removal of Directors

Article 108 (A) of the articles of association of the Company provides that all the Directors, including the Chairman and the
Chief Executive Officer, are subject to retirement from office by rotation at least once every three years at the Company’s
annual general meeting and shall be eligible for re-election. Under Article 105, the office of a Director of the Company is liable
to be vacated in certain circumstances and the Company may remove any Director of the Company by an ordinary resolution
at a general meeting as prescribed in Article 114.

The appointment of new Directors and nomination of Directors for re-election at annual general meetings are first considered
by the Nomination Committee. The recommendations of the Nomination Committee will then be put to the Board for
decision. New Directors appointed by the Board are subject to re-election by shareholders at the next following annual
general meeting pursuant to the articles of association of the Company. In considering the appointment of new Directors, the
Nomination Committee will assess the candidate according to the criteria set out in Rules 3.08 and 3.09 of the Listing Rules.
In the case of a candidate for an Independent Non-Executive Director, he/she should also meet the independence criteria set
out in Rule 3.13 of the Listing Rules.

Executive Directors

Each of the Executive Directors has respectively entered into a service agreement with the Company for a fixed term of three
years with effect from 1 December 2009. Each Executive Director is entitled to a basic salary plus a guaranteed year-end
bonus equivalent to the amount of the then monthly salary of the Executive Director at the time of payment of such bonus. In
addition, each Executive Director is entitled to a discretionary management bonus provided that the aggregate amount of the
bonuses payable to all the Executive Directors for any financial year of the Company shall not exceed 8% of the audited
combined or consolidated audited net profit of the Group (after taxation and minority interests and payment of such bonuses
but before extraordinary or exceptional items) for that financial year of the Company. An Executive Director shall not vote on
any resolution of the Directors regarding the amount of the management bonus payable to him/her.
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Corporate Governance Report (Continued)

Independent Non-Executive Directors

Each of the Independent Non-Executive Directors was appointed for an initial term of two years commencing from 25
November 2006 with a formal letter of appointment setting out the key terms and conditions of his appointment. On the
expiry of the initial term, they were re-appointed for a second term of two years which ended on 24 November 2010. All of
them were re-appointed for a further term of two years commencing from 25 November 2010 after the expiry of the second
term.

Save for the directors’ fees and the share options granted under the Pre-IPO Share Option Scheme and Share Option
Scheme (as defined on page 38 of this annual report) to each of them, none of the Independent Non-Executive Directors is
expected to receive any other remuneration for holding his office as an Independent Non-Executive Director.

The Company annually assesses the independence of each Independent Non-Executive Director during his term of
appointment. In January 2012, the Company received from each of the Independent Non-Executive Directors a written
confirmation of his independence pursuant to Rule 3.13 of the Listing Rules. Based on such confirmations, the Company
considers all the Independent Non-Executive Directors to be independent.

Proceedings of Board Meetings and Board Committee Meetings

The Board considers that all meetings should be legally and properly convened. With the assistance of the Company
Secretary, the Chairman of the Board takes the lead to ensure that Board meetings and Board committee meetings are
convened in accordance with the requirements set out in the articles of association of the Company, the terms of reference
of the respective Board committees and the Listing Rules.

In convening Board meetings, the Chairman is responsible for drawing up and approving the agenda for each meeting after
consultation with all the Directors and the Company Secretary. Prior notice of each regular Board meeting is given to all the
Directors at least 14 days in advance and the Directors are invited to include matters for discussion in the agenda. Agenda
and accompanying Board papers are sent to all the Directors at least 3 days (or such other period as agreed) prior to
meetings.

Board meetings are held at least four times a year. In addition, special Board meetings are held when necessary. Such
Board meetings involve the active participation, either in person or through other electronic means of communication, of all
the Directors.

Dates of regular Board meetings are scheduled in advance to provide sufficient notice to give all the Directors an opportunity
to attend. For special Board meetings, reasonable notice is given.

The Directors have access to the advice and services of the Company Secretary to ensure that Board procedures and all
applicable rules and regulations are followed.

The minutes of Board meetings record in sufficient detail the matters considered by the Board, including all concerns raised
by the Directors and dissenting views expressed. The minutes of all Board meetings and Board committee meetings are kept
by the Company Secretary and are available for inspection by any Director, auditors or any relevant eligible parties who can
have access to such minutes.
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Corporate Governance Report (Continued)

Directors’ Attendance Records
The record of attendance of individual Directors at the Board meetings, Board committee meetings and annual general
meeting held during 2011 is set out in the following table:

Number of Meetings Attended/Held

Audit Nomination Remuneration  Annual General
Directors Board Committee Committee Committee Meeting
Executive Directors
Cheng Man Tai (Chairman) 6/6 N/A N/A N/A 171
Cheng Pik Ho Liza (Chief Executive Officer) 6/6 N/A 11 2/2 171
Ngok Ming Chu 6/6 N/A N/A N/A 11
Hung Hin Kit* 2/2 N/A N/A N/A 11
* Resigned on 1 July 2011
Independent Non-Executive Directors
Lau SiuKi 6/6 3/3 11 22 11
Lee Kwan Hung 6/6 3/3 11 2/2 11
LeeT. S. 6/6 3/3 11 2/2 11
Average Attendance Rate 100% 100% 100% 100% 100%

Directors’ and Officers’ Liability Insurance

The Company has subscribed an insurance policy since December 2006 with an aim to indemnify its Directors and senior
executives from any losses, claims, damages, liabilities and expenses arising from, including but not limited to, any
proceedings brought against them during the performance of their duties pursuant to their respective service agreements
entered into with the Company.

Securities Transactions by Directors

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (“Model Code”) (with
certain modifications but on terms no less exacting than the standard set out in the Model Code) as set out in Appendix 10
to the Listing Rules as its own code (“Securities Dealing Code”) to regulate the securities dealings by all the Directors and
relevant employees of the Group.

The Company made specific enquiry of all the Directors who confirmed that they complied with the required standard set out
in the Securities Dealing Code during the Review Period.

Procedure for Seeking Independent Professional Advice by Directors

There is a written procedure agreed by the Board to enable Directors, upon reasonable request, to seek and be provided
with independent professional advice in appropriate circumstances, at the Company’s expense in order to assist them to
discharge their duties to the Company.

EMBRY HOLDINGS LIMITED ANNUAL REPORT 2011



26

Corporate Governance Report (Continued)

Functions of the Board

Distinctive Roles of the Chairman and the Chief Executive Officer

To avoid concentration of power in any one individual, a clear division of responsibilities between the Chairman and the Chief
Executive Officer is crucial to the effective running of the Board and the day-to-day management of the Group’s businesses.
The positions of the Chairman and the Chief Executive Officer of the Company are held by two different Executive Directors
namely, Mr. Cheng Man Tai and Ms. Cheng Pik Ho Liza respectively. Their roles and duties are segregated, with a clear
division of responsibilities. Mr. Cheng Man Tai, the Chairman, is to provide leadership for the Board and ensure that the
Board works effectively while Ms. Cheng Pik Ho Liza, the Chief Executive Officer, is answerable to the Board for the
operations of the Group. Mr. Cheng is the father of Ms. Cheng.

Distinctive Roles of the Board and the Management
While at all times the Board retains full responsibility for guiding and monitoring the operations of the Group, in discharging its
duties, certain responsibilities are delegated to:

° the standing Board committees of the Company namely: the Audit Committee, the Nomination Committee and the
Remuneration Committee. Each committee’s constitution, powers and duties are clearly defined by its terms of
reference, and the committees are accountable to the Board. Ad hoc Board committees may also be established as
required from time to time by the Board;

° the Chief Executive Officer, being delegated with the day-to-day management of the businesses of the Group, is
accountable to the Board; and

° the senior management team of the Group, being delegated with the responsibilities to deal with daily operational
functions, is answerable to the Executive Directors.

The Board believes that effective delegation of authority can ensure that the Board is provided with sufficient and timely
information of the Group’s businesses which is, in particular, relevant to the Group’s performance, financial position and
operating results, in order that the Board is able to make an informed assessment of matters put before the Board for
approval. During the Review Period, each Executive Director had frequent meetings with operational managers in order to
maintain an effective feedback system and enable the Company to react to changes or problems quickly and effectively.

The functions reserved to the Board are formalised in writing and include:

° any matters relating to the formulation of the Company’s strategy and direction;
° any matters relating to financial controls, compliance and risk management;
° any changes in corporate structure such as the changes relating to the Company’s capital structure, including

reduction of share capital, share buy-back or issue of new securities;

° major appointments such as appointments to the Board, after taking into account the recommendations of the
Nomination Committee; the appointment of the Chairman and the Chief Executive Officer; recommendations to the
shareholders on the appointment or removal of external auditors after taking into consideration the recommendations
of the Audit Committee; and the appointment or removal of the Chief Financial Officer and the Company Secretary;
and

° any matters determined by the Board to be material, including dividend policy, significant changes in accounting
policies, material contracts, major financing arrangements and major investments.

The Board regularly reviews its arrangement for delegation of authority to ensure that such delegation is appropriate in view
of the Company’s prevailing circumstances and that appropriate reporting systems are in place.
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Board Committees

A total of three Board Committees have been formed, each of which is delegated with specific roles and responsibilities by
the Board. All the Board Committees follow the same principles and procedures as those of the Board. The Board receives
the minutes of meetings of each of the committees on a regular basis, including their decisions and recommendations.

Audit Committee
At present, the Audit Committee consists of three Independent Non-Executive Directors namely:

Mr. Lau Siu Ki (Chairman)
Mr. Lee Kwan Hung
Prof. Lee T. S.

Members of the Audit Committee are appointed by the Board amongst the Independent Non-Executive Directors only and
the committee consists of not less than three members. The Board considers that each Audit Committee member has broad
commercial experience and together form a suitable mix of expertise in the legal and accounting fields and that the
composition and members of the Audit Committee comply with the requirements under Rule 3.21 of the Listing Rules. The
Board, after consultation with the chairman of the Audit Committee, provides sufficient resources to the Audit Committee to
enable it to discharge its duties.

The Audit Committee has the responsibilities and powers set forth in its terms of reference. To maintain its independence,
the Audit Committee is required to have at least one meeting with the external auditors without the Executive Directors
present within a financial year. The function of the committee is to provide assistance to the Board in fulfilling its oversight
responsibilities to shareholders, potential shareholders, the investment community and other stakeholders relating to:

° the integrity of accounts and financial reporting process of the Company;
° the assessment of the external auditors’ qualifications and independence; and
° the performance of the Company’s internal audit function and the performance of the external auditors.

The terms of reference of the Audit Committee are available for inspection on the Company’s website at www.embryform.com
and the “HKExnews” website of Hong Kong Exchanges and Clearing Limited at www.hkexnews.hk.

During 2011, the Audit Committee held three meetings including one meeting with the external auditors without the Executive
Directors and the management present. The record of attendance of individual Directors at the committee meetings is set
out on page 25 of this annual report.

The following is a summary of the work performed by the Audit Committee during the Review Period:

(i) review of the annual report and results announcement of the Company for the year ended 31 December 2010, with a
recommendation to the Board for approval;

(ii) review of the external auditors’ independence and their report, with a recommendation to the Board for the re-
appointment of the external auditors by the shareholders of the Company at its 2011 annual general meeting;
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(iii) review of continuing connected transactions;

(iv) review of the interim report and results announcement of the Company for the six months ended 30 June 2011, with
a recommendation to the Board for approval;

(v) review of quarterly financial reports of the Company prepared by the Finance and Accounts Department;
(vi) consideration of audit and non-audit services provided by the external auditors;

(vii) review of the effectiveness of the system of internal control of the Company and its subsidiaries;

(vii)  review of periodic reports prepared by the Internal Audit Department;

(ix) review of the adequacy of resources, qualifications and experience of staff of the Company’s accounting and financial
reporting function, and their training programmes and budget; and

() review of the audit fees payable to the external auditors for the year ended 31 December 2011, with a
recommendation to the Board for approval.

Auditors’ Remuneration

The Audit Committee has reviewed the remuneration paid/payable to Messrs. Ernst & Young, the external auditors of the
Company, for the following services provided during the Review Period:

Remuneration

Services Rendered Paid/Payable
Audit services HK$2,590,000
Non-audit services HK$597,000
Total: HK$3,187,000

The Audit Committee has expressed its views to the Board that the level of fees paid/payable to the Company’s external
auditors is reasonable. There has been no major disagreement between the auditors and the management of the Company
during the Review Period.

Nomination Committee
The Company has established a Nomination Committee with written terms of reference. At present, the Nomination
Committee has four members comprising one Executive Director and three Independent Non-Executive Directors:

Prof. Lee T. S. (Chairman)*
Ms. Cheng Pik Ho Liza*
Mr. Lau Siu Ki

Mr. Lee Kwan Hung

* In order to comply with the new requirement under code provision A.5.1 of the CG Code, Prof. Lee T. S. has been appointed as the
Chairman of the Nomination Committee in place of Ms. Cheng Pik Ho Liza with effect from 1 March 2012. Ms. Cheng remains as a

member of the Nomination Committee.
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Members of the Nomination Committee are appointed by the Board and the committee consists of a majority of Independent
Non-Executive Directors. The main functions of the Nomination Committee are to review the structure, size and composition
of the Board, to identify individuals who are suitably qualified to become Directors, and to assess the independence of the
Independent Non-Executive Directors. After considering the independence and qualifications of nominees, the Nomination
Committee makes recommendations to the Board so as to ensure that all nominations are fair and transparent. The
Nomination Committee is also responsible for reviewing the succession planning of Directors, in particular the Chairman and
the Chief Executive Officer. The Board, after consultation with the chairman of the Nomination Committee, provides sufficient
resources to the Nomination Committee to enable it to discharge its duties.

The Nomination Committee met once in 2011 to assess the independence of the Independent Non-Executive Directors and
to make recommendations to the Board on the re-election of Directors. The record of attendance of individual Directors at
the committee meeting is set out on page 25 of this annual report. As a good corporate governance practice, every
Nomination Committee member abstained from assessing his own independence.

The terms of reference of the Nomination Committee are available for inspection on the Company’s website at
www.embryform.com and the “HKExnews” website of Hong Kong Exchanges and Clearing Limited at
www.hkexnews.hk.

Remuneration Committee

The Company has established a Remuneration Committee with written terms of reference. The Board has delegated
authority to the Remuneration Committee to review and recommend to the Board the compensation scheme of the
Company’s Directors and senior management.

The Remuneration Committee at present has four members comprising one Executive Director and three Independent
Non-Executive Directors, namely:

Mr. Lee Kwan Hung (Chairman)*
Ms. Cheng Pik Ho Liza*

Mr. Lau Siu Ki
Prof. Lee T. S.
* In order to comply with the new requirement under Rule 3.25 of the Listing Rules, Mr. Lee Kwan Hung has been appointed as the

Chairman of the Remuneration Committee in place of Ms. Cheng Pik Ho Liza with effect from 1 March 2012. Ms. Cheng remains as
a member of the Remuneration Committee.

The main function of the Remuneration Committee is to assist the Board in establishing a formal and transparent procedure
for setting policy on Executive Directors’ remuneration and for fixing the remuneration packages for all Directors. The Board,
after consultation with the chairman of the Remuneration Committee, provides sufficient resources to the Remuneration
Committee to enable it to discharge its duties.

In recommending the remuneration of the Directors, the Remuneration Committee makes reference to companies of
comparable business or scale, and the nature and volume of work in order to compensate the Directors reasonably for their
time and efforts spent. The Remuneration Committee regularly reviews and makes recommendations to the Board on the
remuneration of Directors and senior management.
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The Remuneration Committee held two meetings in 2011. The record of attendance of individual Directors at the committee
meetings is set out on page 25 of this annual report.

The following is a summary of the work performed by the Remuneration Committee during the Review Period:

(i) review of the salary increment for 2011 of Executive Directors, and staff in Mainland China and Hong Kong, with a
recommendation to the Board for approval;

(ii) consideration of the payment of quarterly bonuses to the senior management staff in Mainland China, with a
recommendation to the Board for approval;

(iii) recommendation to the Board on the grant of share options under the Share Option Scheme to Directors and
selected employees;

(iv) recommendation to the Board on improving the procedures for handling the resignation of employees; and

(v) consideration of the payment of discretionary bonuses to Executive Directors and the senior management in respect
of the final results of the Company for the year ended 31 December 2010 and the interim results of the Company for
the six months ended 30 June 2011, with a recommendation to the Board for approval.

The terms of reference of the Remuneration Committee are available for inspection on the Company’s website at
www.embryform.com and the “HKExnews” website of Hong Kong Exchanges and Clearing Limited at www.hkexnews.hk.

Financial Reporting

The Board acknowledges its responsibility for the preparation of the financial statements for each financial period, which shall
give a true and fair view of the state of affairs of the Company. During the Review Period, the Board was not aware of any
material uncertainties relating to events or conditions that might cast significant doubt upon the Company’s ability to
continue in business. Accordingly, the Board has prepared the financial statements of the Company on a going concern
basis.

All the Directors acknowledged their responsibility for preparing the financial statements of the Company for the year ended
31 December 2011.

The statement of the auditors of the Company about their reporting responsibilities on the financial statements of the Group
is set out in the Independent Auditors’ Report on pages 85 to 86.

The Company announces its interim and annual results as soon as reasonably practicable after the end of the relevant
financial period and the financial year respectively pursuant to the requirements of the Listing Rules, disclosing all such
information as would enable the Company’s shareholders to assess the performance, financial position and prospects of the
Company.
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Internal Control

The Board is responsible for the internal controls of the Group and reviewing their effectiveness. The Board acknowledges
that the objectives of internal control are to safeguard the Company’s assets against unauthorised use or disposition and to
ensure that the Company’s accounting records are properly maintained and all the financial information is accurate and
reliable.

The Internal Audit Department and the Information Technology Audit Department of the Group conduct reviews of the
effectiveness of the Group’s internal control system. They carry out the financial, operational, and information technology
control reviews according to the yearly plan reviewed and endorsed by the Audit Committee. In addition to the agreed
schedule of work, the departments conduct other reviews and work as and when required. The Information Technology
Audit Department of the Group conducts reviews on risks and internal controls within the information technology
infrastructure. The reviews also cover project management and implementation of significant information technology
infrastructure. The findings and recommendations have been reviewed by the members of the Audit Committee and the
Board who are of the view that the internal control system of the Group has been effective without the occurrence of any
significant failure.

The Internal Audit Department and the Information Technology Audit Department of the Group continued to provide
independent assurance to the Board and management on the adequacy and effectiveness of internal controls for the Group
during the Review Period. The Assistant Director — Internal Audit and the Assistant Director — Information Technology Audit
report functionally to the Audit Committee and administratively to the Chief Executive Officer.

The Board undertakes to periodically review the internal control and risk management systems of the Group to ensure their
effectiveness and efficiency.

The Board reviewed the adequacy of resources, qualifications and experience of staff of the Company’s accounting and
financial reporting function, and their training programmes and budget during the Review Period and considered that the
Group had adequate staff resources with the competence, qualifications and experience necessary for the effective
performance of its accounting and financial reporting function.

Investor Relations and Communication with Shareholders

Since 2006, the Company has engaged a professional public relations consultancy company to organise various investor
relations programs (including regular briefing meetings with the media and analysts) aiming at increasing the transparency of
the Company, enhancing communication with shareholders and investors, increasing their understanding of and confidence
in the Group’s businesses. It also aims at promoting market recognition of and support to the Company.

The Company recognises the importance of maintaining on-going communications with its shareholders and encourages

them to attend shareholders’ meetings to stay informed of the Group’s businesses and convey any concerns they may have
to the Directors and senior management.
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of the Directors

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

Principal Activities

The principal activity of the Company is investment holding. Details of the principal activities of the subsidiaries are set out in
note 23 to the financial statements. There were no significant changes in the nature of the Group’s principal activities during
the year.

Results and Dividends
The Group’s profit for the year ended 31 December 2011 and the state of affairs of the Company and of the Group at that
date are set out in the financial statements on pages 87 to 186.

An interim dividend of HK3 cents per ordinary share was paid on 30 September 2011. The directors recommend the
payment of a final dividend of HK7 cents and a special dividend of HK2 cents per ordinary share in respect of the year, to
shareholders on the register of members on 29 May 2012. Details are set out in note 15 to the financial statements.

Summary Financial Information
A summary of the published results and assets and liabilities of the Group for the last five financial years, prepared on the
basis as set out herein, is set out below.

Results
Year ended 31 December

2011 2010 2009 2008 2007
HK$’000 HK$’000 HK$’000 HK$'000 HK$000
REVENUE 1,694,987 1,349,846 1,176,089 973,342 711,668
PROFIT BEFORE TAX 231,268 185,684 167,709 95,103 143,239
INCOME TAX EXPENSE (71,954) (59,495) (63,521) (23,120) (20,723)
PROFIT FOR THE YEAR 159,314 126,189 114,188 71,983 122,516

Attributable to:
Owners of the Company 159,314 126,189 114,188 71,983 122,516
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Summary Financial Information (continued)
Assets and Liabilities

As at 31 December
2011 2010 2009 2008 2007
HK$°000 HK$’000 HK$’000 HK$’000 HK$’000

TOTAL ASSETS 1,757,214 1,639,245 1,186,274 1,029,173 934,478

TOTAL LIABILITIES (487,288)|  (429,573)  (192,037)  (120,743) (95,018)
1,269,926 | 1,109,672 994,237 908,430 839,460

The above summary does not form a part of the audited financial statements.

Property, Plant and Equipment and Investment Properties
Details of movements in the property, plant and equipment, and the investment properties of the Group during the year are
set out in notes 17 and 18 to the financial statements, respectively.

Share Capital and Share Options
Details of movements in the Company’s share capital and share options during the year are set out in notes 30 and 31 to the
financial statements, respectively.

Pre-emptive Rights
There are no provisions for pre-emptive rights under the Company’s articles of association or the laws of the Cayman Islands
which would oblige the Company to offer new shares on a pro-rata basis to existing shareholders.

Purchase, Redemption or Sale of Listed Securities of the Company
Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the Company’s listed securities during
the year.
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Reserves
Details of movements in the reserves of the Company and of the Group during the year are set out in note 32(b) to the
financial statements and in the consolidated statement of changes in equity, respectively.

Distributable Reserves

At 31 December 2011, the Company’s reserves available for distribution, calculated in accordance with the Companies Law,
Chapter 22 (Law 3 of 1961, as consolidated and revised) of the Cayman Islands, amounted to HK$712,376,000, of which
HK$37,025,000 has been proposed as final and special dividends for the year after the reporting period. The amount of
HK$712,376,000 includes the Company’s share premium account and contributed surplus of HK$740,318,000 in aggregate
at 31 December 2011, which may be distributed provided that immediately following the date on which the dividend is
proposed to be distributed, the Company will be in a position to pay off its debts as and when they fall due in the ordinary
course of business.

Charitable Contributions
During the year, the Group made charitable contributions totalling HK$6,199,000.

Major Customers and Suppliers
In the year under review, sales to the Group’s five largest customers and purchases from the five largest suppliers accounted
for less than 30% of the total sales and purchases for the year, respectively.

None of the directors of the Company or any of their associates or any shareholders (which, to the best knowledge of the

directors, own more than 5% of the Company’s issued share capital) had any beneficial interest in the Group’s five largest
customers or suppliers.
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Directors
The directors of the Company during the year were:

Executive Directors

Mr. Cheng Man Tai (Chairman)

Ms. Cheng Pik Ho Liza (Chief Executive Officer)
Madam Ngok Ming Chu

Mr. Hung Hin Kit (resigned on 1 July 2011)

Independent Non-Executive Directors
Mr. Lau Siu Ki

Mr. Lee Kwan Hung

Prof. Lee T. S.

In accordance with article 108(A) of the Company’s articles of association, Madam Ngok Ming Chu and Mr. Cheng Man Tai
will retire by rotation and, being eligible, will offer themselves for re-election at the forthcoming annual general meeting.

The Company has received annual confirmations of independence from Mr. Lau Siu Ki, Mr. Lee Kwan Hung and
Prof. Lee T. S. pursuant to Rule 3.13 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (the “Listing Rules”), and as at the date of this report, still considers them to be independent.

Directors’ and Senior Management’s Biographies
Biographical details of the directors of the Company and the senior management of the Group are set out on pages 20 to 21
of the annual report.

Directors’ Service Contracts

Each of the executive directors has entered into a service agreement with the Company for a term of three years
commencing on 1 December 2006 and the service agreements have been renewed for a further term of three years
commencing on 1 December 2009. Each of the independent non-executive directors has been re-appointed for a term of
two years commencing on 25 November 2008 after the expiry of the first term, and they have been re-appointed again for a
further term of two years commencing on 25 November 2010.

Under the service agreement, after each complete year of service, the remuneration payable to each of the executive
directors may, subject to the discretion of the Company’s board of directors, be increased by not more than 10% and the
executive directors are entitled to a discretionary management bonus provided that the total amount of bonuses payable to
all the directors for that year shall not exceed 8% of the audited consolidated profit after tax of the Group.

Apart from the foregoing, no director proposed for re-election at the forthcoming annual general meeting has a service

contract with the Company which is not determinable by the Company within one year without payment of compensation,
other than statutory compensation.
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Emolument Policy and Directors’ Remuneration

The Group’s emolument policy is formulated based on the performance of individual employees and is reviewed regularly.

Subject to the Group’s profitability, the Group may also provide discretionary bonuses to its employees as an incentive for
their contribution to the Group. The primary goal of the emolument policy with regard to the remuneration packages of the
Group’s executive directors is to enable the Group to retain and motivate executive directors by linking their compensation
with performance as measured against corporate objectives achieved.

The principal elements of the Group’s remuneration packages include basic salaries, discretionary bonuses and housing

benefits.

The directors’ fees are subject to shareholders’ approval at general meetings. Other emoluments are determined by the
Company’s board of directors with reference to directors’ duties, responsibilities and performance and the results of the

Group.

Directors’ Interests in Contracts
Save for transactions as disclosed in note 13 to the financial statements, no director had a material interest, either directly or
indirectly, in any contract of significance to the business of the Group to which the Company, its holding company or any of
its subsidiaries was a party during the year.

Directors’ Interests and Short Positions in Shares and Underlying Shares

At 31 December 2011, the interests and short positions of the directors in the share capital and underlying shares of the
Company or its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance (the “SFQO”)),
as recorded in the register required to be kept by the Company pursuant to Section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”), were as follows:

Long positions in ordinary shares of the Company:

Number of

Percentage of
the Company’s

Capacity and Shares/equity shares/equity issued share
Name nature of interest derivatives derivatives held capital
Mr. Cheng Man Tai Interest of controlled Ordinary shares 276,679,557 67.27
corporations (Note 1)
Beneficial owner Ordinary shares 3,822,000 0.93
Beneficial owner Share options 435,000 0.11
(Note 2)
Ms. Cheng Pik Ho Liza Beneficial owner Ordinary shares 19,884,848 4.83
Beneficial owner Share options 1,860,000 0.45
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Directors’ Interests and Short Positions in Shares and Underlying Shares

(continued)
Percentage of
Number of the Company’s
Capacity and Shares/equity shares/equity issued share
Name nature of interest derivatives derivatives held capital
Madam Ngok Ming Chu Interest of controlled Ordinary shares 276,679,557 67.27
corporations (Note 1)
Beneficial owner Ordinary shares 1,902,000 0.46
Beneficial owner Share options 460,000 0.11
(Note 2)
Mr. Lau Siu Ki Beneficial owner Ordinary shares 488,000 0.12
Beneficial owner Share options 380,000 0.09
(Note 2)
Mr. Lee Kwan Hung Beneficial owner Ordinary shares 173,000 0.04
Beneficial owner Share options 581,000 0.14
(Note 2)
Prof. Lee T. S. Beneficial owner Ordinary shares 268,000 0.07
Beneficial owner Share options 480,000 0.12
(Note 2)
Long positions in shares of an associated corporation:
Percentage of
the
associated
Name of Relationship Shares/ Capacity and  corporation’s
associated with the equity Number nature of issued share
Name corporation Company derivatives of shares interest capital
Mr. Cheng Man Tai Harmonious Ultimate  Ordinary shares  57.91 shares of Directly 59.09
World Limited holding US$1 each beneficially
(“Harmonious company owned
World”)
Madam Ngok Ming Chu Harmonious Ultimate ~ Ordinary shares  40.09 shares of Directly 40.91
World holding US$1 each beneficially
company owned
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Directors’ Interests and Short Positions in Shares and Underlying Shares

(continued)
Notes:

1. These shares are held as to 275,408,367 shares by Harmonious World and as to 1,271,190 shares by Fairmout Investments
Limited (“Fairmout Investments”). Harmonious World is owned as to 59.09% by Mr. Cheng Man Tai and as to 40.91% by Madam
Ngok Ming Chu. Fairmout Investments is owned as to 50% by Mr. Cheng Man Tai and as to 50% by Madam Ngok Ming Chu.

2. These represent the number of shares which will be allotted and issued to the respective directors upon the exercise of the share
options granted to each of them under the share option scheme adopted on 18 December 2006 (the “Share Option Scheme”).

Save as disclosed above, as at 31 December 2011, none of the directors had registered an interest or short position in the
shares, underlying shares of the Company or any of its associated corporations that was required to be recorded pursuant
to Section 352 of the SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code.

Directors’ Rights to Acquire Shares or Debentures

Save as disclosed in the section “Directors’ interests and short positions in shares and underlying shares” above and in the
section “Share option schemes” below, at no time during the year were rights to acquire benefits by means of the acquisition
of shares in or debentures of the Company granted to any of the directors or their respective spouses or minor children, or
were any such rights exercised by them; or was the Company, its holding company or any of its subsidiaries a party to any
arrangement to enable the directors to acquire such rights in any other body corporate.

Share Option Schemes
The Company adopted a pre-initial public offering share option scheme on 25 November 2006 (the “Pre-IPO Share Option
Scheme”) and the Share Option Scheme. Details of these schemes are set out in note 31 to the financial statements.

Details of the share option movements during the year are separately disclosed in note 31 to the financial statements.
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Substantial Shareholders’ and Other Persons’ Interests in Shares and
Underlying Shares

At 31 December 2011, the following interests of 5% or more of the issued share capital of the Company (other than the
interests of the directors of the Company as disclosed above) were recorded in the register of interests required to be kept
by the Company pursuant to Section 336 of the SFO:

Long positions:

Percentage of

Capacity and Number of the Company’s
nature of interest ordinary issued share
Name (Note) shares held capital
Harmonious World Directly beneficially owned 275,408,367 66.96
FIL Limited (formerly known as Investment manager 28,741,000 6.99

“Fidelity International Limited”)

Note:  The relationship between Harmonious World and Mr. Cheng Man Tai and Madam Ngok Ming Chu is disclosed under the heading
“Directors’ interests and short positions in shares and underlying shares” above.

Save as disclosed above, as at 31 December 2011, no person, other than the directors of the Company, whose interests are
set out in the section “Directors’ interests and short positions in shares and underlying shares” above, had registered an
interest or short position in the shares or underlying shares of the Company that was required to be recorded pursuant to
Section 336 of the SFO.

Sufficiency of Public Float
Based on the information that is publicly available to the Company and within the knowledge of the directors, at least 25% of
the Company’s total issued share capital was held by the public as at the date of this report.

Continuing Connected Transactions
During the year, the Group had the following continuing connected transactions, details of which are disclosed in compliance
with the requirements of Chapter 14A of the Listing Rules.

(1) Purchase of furniture
The Company and certain subsidiaries of the Group had entered into a services agreement with related companies
controlled by a son of a director of the Company, pursuant to which the Company and these subsidiaries agreed to
purchase furniture and services of decoration for their counters and shops as well as different type of moulds from the
related companies. The services agreement expired on 31 December 2011 and the Company therefore entered into a
new services agreement (the “2012 Agreement”) with the related companies during the year. Under the 2012
Agreement, the Group agreed to purchase furniture, services of decoration and different type of moulds from the
related companies for a period of three years starting from 1 January 2012. The continuing connected transactions
contemplated under the 2012 Agreement would only be subject to the reporting, annual review and announcement
requirements and are exempt from the independent shareholders’ approval requirement under the Listing Rules.
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Continuing Connected Transactions (continued)

(2)

Lease of industrial complex

On 27 November 2007, a subsidiary of the Company had entered into a tenancy agreement with the related company
controlled by a director of the Company and two sons of a director of the Company in relation to the lease of an
industrial complex in Changzhou for a period of three years starting from 1 January 2008. The tenancy agreement has
been renewed for a term of three years commencing on 1 January 2011. The continuing connected transaction under
the new tenancy agreement constitutes a de minimis transaction under the Listing Rules and is exempt from the
reporting, annual review, announcement and independent shareholders’ approval requirements under the Listing
Rules.

Lease of warehouse

A subsidiary of the Company has been leasing a warehouse in Hong Kong from a director of the Company. The
continuing connected transaction under the tenancy agreement also constitutes a de minimis transaction under the
Listing Rules.

Details of these continuing connected transactions of the Group are set out in notes 13(a)(i), (i) and (i) to the financial
statements.

Pursuant to Rule 14A.37 of the Listing Rules, the independent non-executive directors have reviewed the continuing
connected transactions disclosed in (1) above and confirmed that these continuing connected transactions have been
entered into:

M

(i)

(i)

in the ordinary and usual course of business of the Group;

on normal commercial terms or terms no less favourable to the Group than terms available to or from independent
third parties; and

in accordance with the relevant agreement governing them on terms that are fair and reasonable and in the interests of
the shareholders of the Company as a whole.

The total amount in respect of the continuing connected transactions disclosed in (1) above during the year under review has
not exceeded the annual cap for the transactions.

In respect of the continuing connected transactions disclosed above, the directors confirm that the Company has complied
with the disclosure requirements in accordance with Chapter 14A of the Listing Rules during the year under review.
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Continuing Connected Transactions (continued)

The Company has also received a letter from Ernst & Young, the Company’s auditors, to report on the Group’s continuing
connected transactions in accordance with Hong Kong Standard on Assurance Engagements 3000 Assurance
Engagements Other Than Audits or Reviews of Historical Financial Information and with reference to Practice Note 740
Auditor’s Letter on Continuing Connected Transactions under the Hong Kong Listing Rules issued by the Hong Kong
Institute of Certified Public Accountants. Ernst & Young have issued the letter containing their findings and conclusions in
respect of the continuing connected transactions disclosed in (1) above by the Group in accordance with Rule 14A.38 of the
Listing Rules and stating that:

(i) the transactions have received the approval of the Company’s board of directors;

(i) the transactions have been entered into and conducted in accordance with the relevant agreement governing the
transactions; and

(i)  the total amount of the transactions for the year under review has not exceeded the cap disclosed in the
announcement of the Company dated 6 November 2008.

Auditors

Ernst & Young retire and a resolution for their reappointment as auditors of the Company will be proposed at the forthcoming
annual general meeting.

On behalf of the Board

Cheng Man Tai
Chairman

Hong Kong, 28 March 2012
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Independent Auditors'
(imA 7@ SEICH R P

Elf ERNST & YOUNG
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To the shareholders of Embry Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Embry
Holdings Limited (the “Company”) and its subsidiaries (together, the
“Group”) set out on pages 87 to 186, which comprise the
consolidated and company statements of financial position as at 31
December 2011, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Directors’ Responsibility for the
Consolidated Financial Statements

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

Auditors’ Responsibility

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

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

Report
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Independent Auditors' Report (Continued)

38 5 A% B R (A

Auditors’ Responsibility (continued)

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

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

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2011, and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Ernst & Young

Certified Public Accountants
22nd Floor

CITIC Tower

1 Tim Mei Avenue, Central
Hong Kong

28 March 2012
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Consolidated Income Statement

NN e

87

Year ended 31 December 2011 #% & ——4+ " H =+—H L4
2011 2010
—E——F —E—EF
Notes HK$’000 HK$'000
HfaF FHET FETL
REVENUE W3 5 1,694,987 1,349,846
Cost of sales THE R (300,615) (263,730)
Gross profit FEA 1,394,372 1,086,116
Other income and gains H i Y A R Uz 6 57,520 27,708
Selling and distribution expenses HE Ko iEFR (1,017,100) (789,679)
Administrative expenses TR (195,077) (134,034)
Other expenses HEmAZ 7 (6,205) (4,330)
Finance costs A R 8 (2,242) 97)
PROFIT BEFORE TAX RR®E A= T 9 231,268 185,684
Income tax expense PS5t 5 2 12 (71,954) (59,495)
PROFIT FOR THE YEAR ARAREE AEL
ATTRIBUTABLE TO FERF
OWNERS OF THE COMPANY 14 159,314 126,189
EARNINGS PER SHARE RRARFEE AES
ATTRIBUTABLE TO BRER
OWNERS OF THE COMPANY 16
— Basic (HK cents) —ZARGEW) 38.91 31.21
— Diluted (HK cents) — 855 (8(L) 38.41 30.52

Details of the dividends are disclosed in note 15 to the financial

statements.

BB FBEENMBRERM 5 -
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Consolidated Statement of Comprehensive Income
AT E R

Year ended 31 December 2011 #% & ——4+ " H =+—H L4
2011 2010
—E——F —E-FTF
HK$°000 HK$’000
FET FEIT
Profit for the year FEHEF 159,314 126,189
Other comprehensive income: EfEmiA :
Exchange differences arising on translation TEIBINEEFESX CEREH
of foreign operations 23,564 20,207
TOTAL COMPREHENSIVE INCOME BRAREEABEEE
FOR THE YEAR ATTRIBUTABLE TO 2HEIRABAEE
OWNERS OF THE COMPANY 182,878 146,396

EMBRY HOLDINGS LIMITED ANNUAL REPORT 2011
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Consolidated Statement of Fimancial Position

oS M%ﬁk{ﬂ%%

31 December 2011 =% ——44+_H=1—H

2011 2010
—E——F —E—EF
Notes HK$°000 HK$'000
KifaE FET F&T
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M - MR KRR 17 541,260 518,923
Investment properties wEYMZE 18 249,805 217,224
Prepaid land lease payments B T E R IE 19 35,521 35,020
Deferred tax assets IRIETR IS B 29 23,586 11,197
Deposits e 22 6,826 5,497
Total non-current assets IEmENE EAE 856,998 787,861
CURRENT ASSETS REEE
Inventories FE 20 601,293 441,617
Trade receivables FEUWE 2 AR 5K 21 62,675 64,838
Prepayments, deposits and TERHIE -~ EmHe Kk
other receivables o FEUERIR 22 56,641 49,839
Cash and cash equivalents RENRRESEEY 24 179,607 195,090
Total current assets MENEEBE 900,216 751,384
CURRENT LIABILITIES =R
Trade and bills payables FEfE SRR RIENRIE 25 44,087 63,955
Interest-bearing bank borrowings sHEIRITER 26 48,000 20,000
Tax payable FEFETE 18,148 11,105
Other payables and accruals o {th &~ 08 N fE 5T EOE 27 149,591 223,306
Total current liabilities MENE EEE 259,826 318,366
NET CURRENT ASSETS REEEFE 640,390 433,018
TOTAL ASSETS LESS HEERRBARG
CURRENT LIABILITIES 1,497,388 1,220,879
NON-CURRENT LIABILITIES FREEE
Interest-bearing bank borrowings STEIRITRER 26 163,500 65,000
Deferred liabilities EEEE 28 4,234 3,471
Deferred tax liabilities ELEFIBEE 29 37,045 20,854
Other payables H fth fE (T 3IR 27 22,683 21,882
Total non-current liabilities FERBREHEE 227,462 111,207
Net assets BEFE 1,269,926 1,109,672
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Consolidated Statement of Financial Position (Continued)

A BN DL (A)

31 December 2011 —F——4F+_-H=+—H
2011 2010
—E——F —E-FTF
Notes HK$°000 HK$'000
HtaE FET FEIT
EQUITY s
Equity attributable to owners AATHEEBA
of the Company PE{ERE=
Issued capital B TR A 30 4,113 4,067
Reserves i 32(3) 1,265,813 1,105,605
Total equity B 1,269,926 1,109,672

Cheng Man Tai
1556

Director

EE

EMBRY HOLDINGS LIMITED ANNUAL REPORT 2011
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Director
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Consohdated Statement of Changes in Equity
5 i i )

Year ended 31 December 2011 #& % —F——4+ - H =+—H L4

Attributable to owners of the Company

ERAREAEE
Reserves
R
Enterprise
expansion
and
Share Asset  statutory  Exchange Share
Issued  premium Contributed  revaluation reserve  fluctuation Goodwill option Retained Total Total
capital account surplus reserve funds reserve reserve reserve profits reserves equity
BEf ki BESff LRERR  EARE BhE

Bx  ER  EARR i EERRE i HEER f#f  REER L L
Noes | HKSOOD — HKSOOD  HKSOOD  HKBOOD  HKBODO  HKSOO0  HKSGO0  HKSOOD  HKBOOD  HKSOOO  HKSO00

AT AT AT AT AT AT AT FA7 FA7 AT AT
(hote 326)) (hote 526)) (hote 326)
(Ki330%) (K32 (R34
At 1 January 2011 R=%-—%-A-A 4,067 346,713 122,610 2,539 20,606 72,045 (3,168) 7,556 536,704  1,105605 1,109,672

Proft for the year = = = = = = - - 159,314 159,314 159,314

Exchange differences arising on

translation of foreign operations = - - - - 23,564 - - - 23,564 23,564
Total comprehensive income for the year FREENAER - = = = = 23,564 = = 159,314 182,878 182,878
Issue of shares LG 300) 46 12,357 - - - - - (5,102) - 7,255 7,301
Equity-settled share option amangements WA i 2 BRIk IR 31 - - - - - - = 15,183 = 15,183 15,183
Share options lapsed BREXH = - - - - - - (221) 21 - -
2010 final and special dividends BRRTH-F-TERY

declared and paid RAFIRE 15 = = = = = = = = (32803) (32803  (32809)
2011 interm dividend “2——FhARE 15 - - - - - - - - (12305 (12305 (12305)
Transfer from retained profits HERBET = = = = 13,159 = = S (13,159) = =
At31 Decemoer 2011 RZF-—F+A=t-8 4113 3010 122610 2539 765 95609 (3168 17416 637972 1265813 1269926
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Consolidated Statement of Changes in Equity (Continued)
AR HERR B R (4

Year ended 31 December 2011 # % —2&—

R ES RN

Attributable to owners of the Company

ADEREARE
Reserves
R
Enterprise
expansion
and
Share Asset  statutory  Exchange Share
Issued  premium Contributed  revaluation reserve  fluctuation Goodwill option Retained Total Total
capital account surplus reserve funds reserve reserve reserve profits reserves equity
BEf & BEEff LRERR  EARE BhE
e nEk  REERH B iERke B BRER B REEA aGkE i
Notes HK8'000 HK8'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK8'000 HK8'000 HK$'000
63 T FAL AL AT AT AT TEn TAT TAT AT FEL
(hote 326)) (hote 328) (hote 32))
(Hiit52e) (Hizt520) (Hizt326)
At 1 January 2010 RZE-%5-A-H 4021 334,714 122,610 2,539 16,177 51838 (3168 10,204 456,302 990,216 994,237
Proft for the year ERER = = - - - - - - 16189 16189 126189
Exchange differences arising on NERIEEMEEL
tranglaton of foreign operations EHEE - - - - - 20,207 - - - 20,207 20,200
Total comprehensive income for the year FREENAEE - - - - - 20,207 - - 126,189 146,396 146,396
Issue of shares HRi3 306 46 11,999 - - - - - (4879) - 71% 717
Equity-settled share option amangements WA 2RIk IR HE 31 - - - - - - - 2337 - 2337 2337
Share options lapsed BRELH = = = = = = = (112 12 - -
2009 final and specal dividends ERRXA-FENERY
declared and paid RiHIRE 15 = = = = - - - - (28,300) (28,300 (28,300)
2010 interim dividend “E-TEPHRE 15 - - - - - - - - (12,170) (12,170) (12,170)
Transfer from retained profts HaRBER - - - - 5429 - - - (5,429) - -
At 31 December 2010 R-2-RFt-A=1-H 4,067 346,713 122,610 2539 20,606 2,045 (3,168) 7,55 536,704 1,105606 1109672
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Consolidated Statement of Cash Flows

2 =1
e lleii=e

Year ended 31 December 2011 # % =% ——4F

I ESE N

93

2011 2010
—E——F —T-FF
Notes HK$°000 HK$'000
HtaE FET FEIT
CASH FLOWS FROM OPERATING K&XKsHERE
ACTIVITIES
Profit before tax R 25t A& A 231,268 185,684
Adjustments for: FEE
Finance costs & A 8 2,242 97
Bank interest income SRITHIBUA 6 (853) (2,389
Depreciation e 9 34,285 24,152
Amortisation of prepaid land AT HEERE 2
lease payments B 9 770 257
Loss on disposal/write-off of items HE MEEE - BE&
of property, plant and equipment REEE 2 EE 9 6 307
Impairment of trade receivables JEUE 5 BRFURE 9 448 137
Write-off of trade receivables i 55 FE UL E 5 BRIX 9 = 23
Provision/(write-back of provision) REFERE (BERE) -
for obsolete inventories, net pEE=t 9 (5,720) 18,639
Changes in fair value of KEWMERTEE
investment properties 9 (10,916) (4,125)
Equity-settled share option expenses  BAR&#E 7 {5 2 B A& #E B < 31 15,183 2,337
266,713 225,119
Increase in inventories AR ill (153,956) (114,700)
Decrease/(increase) in EWE ZERTORD (1 h0)
trade receivables 1,715 (16,770)
Increase in prepayments, TERFRIE ~ e R EMEKGIE
deposits and other receivables 9N (8,103) (31,139)
Increase/(decrease) in trade and B E ZBRA N ENEE
bills payables #an, CRd) (19,868) 27,132
Increase in other payables L FE S 308 I FE T SRR L AN
and accruals 28,582 24,629
Increase/(decrease) in EEBEE Ok D)
deferred liabilities 763 (684)
Cash generated from operations LEFTSIRE 115,846 113,587
Hong Kong profits tax refunded/(paid) R[],/ (2 ) & F| S H 391 (1,201)
Overseas tax paid BAEsN S (62,789) (67,720)
Net cash flows from LTS 7 M M AFEE
operating activities 53,448 44,666
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Consolidated Statement of Cash Flows (Continued)

HABleRaR )

Year ended 31 December 2011 #%E =% —

AEFZH =4 H IR

2011 2010
—g-—-%| -T-TF
Notes HK$’000 HK$’000
HfaE FET FEIT
CASH FLOWS FROM INVESTING ®REZBEIZHRERE
ACTIVITIES
Interest received EFHE 853 2,389
Purchases of items of property, BEVME  BWENMKEER
plant and equipment other than (EBY=RIN)
a property in Shanghai 17 (23,605) (47,441)
Payment for acquisition of a g Wbty s O
property in Shanghai 17, 33(a) (131,951) (137,274)
Additions to prepaid land lease #ANFEAT A S F0B
payments — land use rights in — UERE) \liﬂﬂﬁﬁﬁﬁé
Shandong and Changzhou = (11,959)
Proceeds from disposal of items of HEWE MENKEHEE
property, plant and equipment Z TS E08 29 94
Net cash flows used in BEEE 2R E N FE
investing activities (154,674) (194,191)
CASH FLOWS FROM FINANCING RiEFEH2RERE
ACTIVITIES
Proceeds from issue of shares A% 15 21T P8 7038 30(b) 7,301 7,172
New bank borrowings FTIBIRTT AN 26 160,000 100,000
Repayment of bank borrowings BERITER 26 (33,500) (15,000)
Dividends paid B E 15 (45,108) (40,470)
Interest paid EFE (2,242) 97)
Net cash flows from financing FREEB 2 IRE M AER
activities 86,451 51,605
NET DECREASE IN CASH AND RERBAESEEY 2R FE
CASH EQUIVALENTS (14,775) (97,920)
Cash and cash equivalents at FNzHReRBEEED
beginning of year 195,090 288,957
Effect of foreign exchange EREE) & FE
rate changes, net (708) 4,053
CASH AND CASH EQUIVALENTS &£RzRERRESEEY
AT END OF YEAR 179,607 195,090
ANALYSIS OF BALANCES RERREEEYHERZ DN
OF CASH AND
CASH EQUIVALENTS
Cash and bank balances Be RRIT4AE 24 179,607 195,090
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Statement of Financial Position

AR TS IR DL 3R

31 December 2011 & ——4+ " H=+—H

95

2011 2010
—E——F —E-TF
Notes HK$’000 HK$’000
k3 FET FET
NON-CURRENT ASSETS ERBEE
Investments in subsidiaries BB ARz 23 739,912 775,331
CURRENT ASSETS REEE
Prepayments, deposits and TERFIE - Ze Kk
other receivables H fth fE U RIR 22 237 242
Cash and cash equivalents HERIESEEY 24 792 2,499
Total current assets mENEEBAE 1,029 2,741
CURRENT LIABILITIES REEE
Other payables and accruals HAbERTFIER
FEET IR 27 7,036 6,404
NET CURRENT LIABILITIES RBEEFRE (6,007) (8,663)
Net assets BEFE 733,905 771,668
EQUITY B
Issued capital BEBITIRA 30 4,113 4,067
Reserves B 32(b) 729,792 767,601
Total equity WBERERS 733,905 771,668

Cheng Man Tai
IESES
Director

EE

Cheng Pik Ho Liza
HREE s
Director

EF
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Notes to Financial Statements

AT i % B ik

31 December 2011 & ——4+ " H=+—H

1.

2.1

Corporate Information

The Company was incorporated as an exempted company
with limited liability in the Cayman Islands on 29 August 2006
under the Companies Law, Chapter 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands. The
registered office address of the Company is located at Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman
KY1-1111, the Cayman Islands and the principal place of
business of the Company is located at 7th Floor, Wyler Centre
I, 200 Tai Lin Pai Road, Kwai Chung, New Territories, Hong
Kong.

The principal activity of the Company is investment holding.
Details of the principal activities of the subsidiaries are set out
in note 23 to the financial statements. There were no
significant changes in the nature of the Group’s principal
activities during the year.

The Company is a subsidiary of Harmonious World Limited
(“Harmonious World”), a company incorporated in the British
Virgin Islands (the “BVI”), which is considered by the directors
as the Company’s ultimate holding company.

Basis of Preparation

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”)
(which include all Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards (“HKASs”) and
Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”), accounting principles
generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance. They
have been prepared under the historical cost convention,
except for the investment properties, which have been
measured at fair value. These financial statements are
presented in Hong Kong dollars and all values are rounded to
the nearest thousand (HK$’000) except where otherwise
indicated.
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Notes to Financial Statements (Continued)

I 5 i R B G (A
31 December 2011 —_F——4+_-_H=+—H
2.1 Basis of Preparation (continueq)

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2011. The financial statements of the subsidiaries are
prepared for the same reporting period as the Company,
using consistent accounting policies. The results of
subsidiaries are consolidated from the date of acquisition,
being the date on which the Group obtains control, and
continue to be consolidated until the date that such control
ceases. All intra-group balances, transactions, unrealised
gains and losses resulting from intra-group transactions and
dividends are eliminated on consolidation in full.

Total comprehensive income within a subsidiary is attributed
to the non-controlling interest even if that results in a deficit
balance.

A change in the ownership interest of a subsidiary, without a
loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (ii)
the fair value of any investment retained and (jii) any resulting
surplus or deficit in consolidated income statement. The
Group’s share of components previously recognised in other
comprehensive income is reclassified to consolidated income
statement or retained profits, as appropriate.

2.1
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Notes to Financial Statements (Continued)

W e B R ()
31 December 2011 —F——44+_"H=+—H
2.2 Changes in Accounting Policy and 22 B BREXEBREE
Disclosures
The Group has adopted the following new and revised REBNAREE T BRE B IRERA AT
HKFRSs for the first time for the current year’s financial ST R BB 2 BB GRS X -
statements.
HKFRS 1 Amendment Amendment to HKFRS 1 ERERRE LS BANTREERNE 1 F5T
First-time Adoption of Hong Kong E15ET BRI BB R ES
Financial Reporting Standards — BARGEBEE BT
— Limited Exemption from REEHE TR BRELSH
Comparative HKFRS 7 Disclosures HERSE
for First-time Adopters
HKAS 24 (Revised) Related Party Disclosures BRCHENEUSR BFEALRE
(&30
HKAS 32 Amendment Amendment to HKAS 32 AREHEAERY AREHENERRET
Financial Instruments: Presentation e 2BIA: 25— R 7%
— Classification of Rights Issues
HK(FRIC)-Int 14 Amendments to HK(IFRIC)-Int 14 EA(ERHESRS FE(ARGBREREZES)
Amendments Prepayments of a Minimum Funding ZEZE®) AREUENET
Requirement - RBEURET  BRELLEX
HK(FRIC)-Int 19 Extinguishing Financial Liabilities with A (ERUERE  LEZTAZHTRER
Equity Instruments REZEE)
- RBE19%
Improvements to Amendments to a number of HKFRSs “E-FEEE B ZER_Z-ZER AER
HKFRSs 2010 issued in May 2010 OREEEANE  HEARBREER
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Notes to Financial Statements (Continued)

Y B i Wk (A

31 December 2011 —&—

4+ H=+—H

2.2 Changes in Accounting Policy and
Disclosures (continued)
Other than as further explained below regarding the impact of
HKAS 24 (Revised), and the amendment to HKAS 1 included
in Improvements to HKFRSs 2010, the adoption of the new
and revised HKFRSs has had no significant financial effect on
these financial statements.

The principal effects of adopting these HKFRSs are as follows:

(@)

HKAS 24 (Revised)

Related Party Disclosures

HKAS 24 (Revised) clarifies and simplifies the
definitions of related parties. The new definitions
emphasise a symmetrical view of related party
relationships and clarify the circumstances in which
persons and key management personnel affect related
party relationships of an entity. The revised standard
also introduces an exemption from the general related
party disclosure requirements for transactions with a
government and entities that are controlled, jointly
controlled or significantly influenced by the same
government as the reporting entity. The accounting
policy for related parties has been revised to reflect the
changes in the definitions of related parties under the
revised standard. The adoption of the revised standard
did not have any impact on the financial position or
performance of the Group. Details of the related party
transactions, including the related comparative
information, are included in note 13 to the consolidated
financial statements.

2.2
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2.2 Changes in Accounting Policy and
Disclosures (continued)

(b)

Improvements to HKFRSs 2010 issued in May 2010
sets out amendments to a number of HKFRSs. There
are separate transitional provisions for each standard.
While the adoption of some of the amendments may
result in changes in accounting policies, none of these
amendments has had a significant financial impact on
the financial position or performance of the Group. The
key amendment most applicable to the Group is HKAS
1 Presentation of Financial Statements. This
amendment clarifies that an analysis of each
component of other comprehensive income can be
presented either in the statement of changes in equity
or in the notes to the financial statements. The Group
elects to present the analysis of each component of
other comprehensive income in the statement of
changes in equity.

2.3 Issued But Not Yet Effective Hong
Kong Financial Reporting Standards
The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in
these financial statements.

HKFRS 1 Amendments

Amendments to HKFRS 1
First-time Adoption of Hong Kong
Financial Reporting Standards
— Severe Hyperinflation and Removal of
Fixed Dates for First-time Adopters'

HKFRS 7 Amendments Amendments to HKFRS 7
Financial Instruments: Disclosures
— Transfers of Financial Assets'
HKFRS 7 Amendments Amendments to HKFRS 7

Financial Instruments: Disclosures
— Offsetting Financial Assets and
Financial Liabilities*
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2.3 Issued But Not Yet Effective Hong 23 EHEMEERERNE B
Kong Financial Reporting Standards HREER =)
(continued)
HKFRS 9 Financial Instruments® B Ao s R ZHTAS
F9%
HKFRS 10 Consolidated Financial Statements* BEI B RS %R GRABEL
F10%
HKFRS 11 Joint Arrangements* BBEHs R R BELH
F118
HKFRS 12 Disclosure of Interests in Other Entities* B A SRS LR BERMERER"
F12%
HKFRS 13 Fair Value Measurement* B H B £ AFEETE"
F13%
HKAS 1 Amendments Amendments to HKAS 1 BEGHENE1R  BELTENEIRBY
Presentation of Financial Statements A HERZNZS
— Presentation of ltems of - At ENmEEHETP
Other Comprehensive Income®
HKAS 12 Amendments Amendments to HKAS 12 BEGHERNE12% BALENE125E]
Income Taxes — Deferred Tax: Recovery &3] Fih — BEHE :
of Underlying Assets? EBREDNK
HKAS 19 (2011) Employee Benefits* BBQIIENE19%  ESET!
ot)
HKAS 27 (2011) Separate Financial Statements* BEQIENER  BUHERA
ot)
HKAS 28 (2011) Investments in Associates and Joint Ventures* BESHERENE REELIRSELANRE
ot)
HKAS 32 Amendments Amendments to HKAS 32 BaesrEd Bbe T ERE 2R BT
Financial Instruments: Presentation — FR2HEAT SRTA: 27— Kz
Offsetting Financial Assets and EERSHER
Financial Liabilities®
HK(IFRIC)-Int 20 Stripping Costs in the Production Phase of BEERGBRE BEABLEREOAFAA
a Surface Ming* 2EZED)
- RBE0R
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2.3 Issued But Not Yet Effective Hong
Kong Financial Reporting Standards

(continued)
U Effective for annual periods beginning on or after 1 July 2011

2 Effective for annual periods beginning on or after 1 January
2012

& Effective for annual periods beginning on or after 1 July 2012

& Effective for annual periods beginning on or after 1 January
2013

J Effective for annual periods beginning on or after 1 January
2014

3 Effective for annual periods beginning on or after 1 January
2015

Further information about those changes that are expected to
affect the Group is as follows:

HKFRS 9 issued in November 2009 is the first part of phase 1
of a comprehensive project to entirely replace HKAS 39
Financial Instruments: Recognition and Measurement. This
phase focuses on the classification and measurement of
financial assets. Instead of classifying financial assets into four
categories, an entity shall classify financial assets as
subsequently measured at either amortised cost or fair value,
on the basis of both the entity’s business model for managing
the financial assets and the contractual cash flow
characteristics of the financial assets. This aims to improve
and simplify the approach for the classification and
measurement of financial assets compared with the
requirements of HKAS 39.
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2.3 Issued But Not Yet Effective Hong
Kong Financial Reporting Standards
(continued)

In November 2010, the HKICPA issued additions to HKFRS 9
to address financial liabilities (the “Additions”) and incorporated
in HKFRS 9 the current derecognition principles of financial
instruments of HKAS 39. Most of the Additions were carried
forward unchanged from HKAS 39, while changes were made
to the measurement of financial liabilities designated at fair
value through profit or loss using the fair value option (“FVO”).
For these FVO liabilities, the amount of change in the fair value
of a liability that is attributable to changes in credit risk must
be presented in other comprehensive income (“OCI”). The
remainder of the change in fair value is presented in income
statement, unless presentation of the fair value change in
respect of the liability’s credit risk in OCI would create or
enlarge an accounting mismatch in income statement.
However, loan commitments and financial guarantee contracts
which have been designated under the FVO are scoped out of
the Additions.

HKAS 39 is aimed to be replaced by HKFRS 9 in its entirety.
Before this entire replacement, the guidance in HKAS 39 on
hedge accounting and impairment of financial assets
continues to apply. The Group expects to adopt HKFRS 9
from 1 January 2015.

HKFRS 12 includes the disclosure requirements for
subsidiaries, joint arrangements, associates and structured
entities that are previously included in HKAS 27 Consolidated
and Separate Financial Statements, HKAS 31 Interests in Joint
Ventures and HKAS 28 Investments in Associates. It also
introduces a number of new disclosure requirements for these
entities.

Consequential amendments were made to HKAS 27 and
HKAS 28 as a result of the issuance of HKFRS 10, HKFRS 11
and HKFRS 12. The Group expects to adopt HKFRS 10,
HKFRS 11, HKFRS 12, and the consequential amendments to
HKAS 27 and HKAS 28 from 1 January 2013.

2.3
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2.3 Issued But Not Yet Effective Hong
Kong Financial Reporting Standards
(continued)

HKFRS 13 provides a precise definition of fair value and a
single source of fair value measurement and disclosure
requirements for use across HKFRSs. The standard does not
change the circumstances in which the Group is required to
use fair value, but provides guidance on how fair value should
be applied where its use is already required or permitted under
other HKFRSs. The Group expects to adopt HKFRS 13
prospectively from 1 January 2013.

Amendments to HKAS 1 change the grouping of items
presented in OCI. ltems that could be reclassified (or recycled)
to the income statement at a future point in time (for example,
upon derecognition or settlement) would be presented
separately from items which will never be reclassified. The
Group expects to adopt the amendments from 1 January
2013.

HKAS 12 Amendments clarify the determination of deferred
tax for investment property measured at fair value. The
amendments introduce a rebuttable presumption that deferred
tax on investment property measured at fair value should be
determined on the basis that is carrying amount will be
recovered through sale. Furthermore, the amendments
incorporate the requirement previously in HK(SIC)-Int 21
Income Taxes — Recovery of Revalued Non-Depreciable
Assets that deferred tax on non-depreciable assets, measured
using the revaluation model in HKAS 16, should always be
measured on a sale basis. The Group expected to adopt
HKAS 12 Amendments from 1 January 2012. Upon the
adoption, the Group’s deferred tax liability with respect to
investment property located in Hong Kong is expected to be
reduced.

The Group is in the process of making an assessment of the
impact of these new and revised HKFRSs upon initial
application. The Group is not yet in a position to state whether
they would have a significant impact on the Group’s results of
operations and financial position.
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2.4 Summary of Significant Accounting
Policies
Subsidiaries
A subsidiary is an entity whose financial and operating policies
the Company controls, directly or indirectly, so as to obtain
benefits from its activities.

The results of subsidiaries are included in the Company’s
income statement to the extent of dividends received and
receivable. The Company’s investments in subsidiaries are
stated at cost less any impairment losses.

Business combinations and goodwill

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the
acquisition date fair value which is the sum of the acquisition
date fair values of assets transferred by the Group, liabilities
assumed by the Group to the former owners of the acquiree
and the equity interests issued by the Group in exchange for
control of the acquiree. For each business combination, the
Group elects whether it measures the non-controlling interests
in the acquiree that are present ownership interests and entitle
their holders to a proportionate share of net assets in the
event of liquidation either at fair value or at the proportionate
share of the acquiree’s identifiable net assets. All other
components of non-controlling interests are measured at fair
value. Acquisition costs are expensed as incurred.

When the Group acquires a business, it assesses the financial
assets and liabilities assumed for appropriate classification
and designation in accordance with the contractual terms,
economic circumstances and pertinent conditions as at the
acquisition date. This includes the separation of embedded
derivatives in host contracts by the acquiree.

If the business combination is achieved in stages, the
acquisition date fair value of the acquirer’s previously held
equity interest in the acquiree is remeasured to fair value as at
the acquisition date through profit or loss.
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2.4 Summary of Significant Accounting

Policies (continued)

Business combinations and goodwill (continued)
Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Subsequent
changes to the fair value of the contingent consideration which
is deemed to be an asset or liability will be recognised in
accordance with HKAS 39 either in profit or loss or as a
change to other comprehensive income. If the contingent
consideration is classified as equity, it will not be remeasured.
Subsequent settlement is accounted for within equity. In
instances where the contingent consideration does not fall
within the scope of HKAS 39, it is measured in accordance
with the appropriate HKFRS.

Goodwill is initially measured at cost, being the excess of the
aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value of
the Group’s previously held equity interests in the acquiree
over the identifiable net assets acquired and liabilities
assumed. If the sum of this consideration and other items is
lower than the fair value of the net assets of the subsidiary
acquired, the difference is, after reassessment, recognised in
the income statement as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be
impaired. The Group performs its annual impairment test of
goodwill as at 31 December. For the purpose of impairment
testing, goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group’s cash-
generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group
are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-generating
units) to which the goodwill relates. Where the recoverable
amount of the cash-generating unit (group of cash-generating
units) is less than the carrying amount, an impairment loss is
recognised. An impairment loss recognised for goodwill is not
reversed in a subsequent period.
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2.4 Summary of Significant Accounting
Policies (continued)
Business combinations and goodwill (continued)
Where goodwill forms part of a cash-generating unit (group of
cash-generating units) and part of the operation within that
unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation
when determining the gain or loss on disposal of the
operation. Goodwill disposed of in this circumstance is
measured based on the relative values of the operation
disposed of and the portion of the cash-generating unit
retained.

Related parties

A party is considered to be related to the Group if:

(@) the party is a person or a close member of that
person’s family and that person

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(iii) is a member of the key management personnel

of the Group or of a parent of the Group;
or

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

(i) the entity and the Group are members of the
same group;
(i) one entity is an associate or joint venture of the

other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(iii) the entity and the Group are joint ventures of
the same third party;
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2.4 Summary of Significant Accounting
Policies (continued)
Related parties (continued)
(b) the party is an entity where any of the following
conditions applies: (continued)

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

(v) the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group;

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

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

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, financial assets, investment properties and
goodwill), the asset’s recoverable amount is estimated. An
asset’s recoverable amount is the higher of the asset’s or
cash-generating unit’s value in use and its fair value less costs
to sell, and is determined for an individual asset, unless the
asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in
which case the recoverable amount is determined for the
cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and
the risks specific to the asset. An impairment loss is charged
to the income statement in the period in which it arises, unless
the asset is carried at a revalued amount, in which case the
impairment loss is accounted for in accordance with the
relevant accounting policy for that revalued asset.
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2.4 Summary of Significant Accounting
Policies (continued)
Impairment of non-financial assets (continued)
An assessment is made at the end of each reporting period as
to whether there is any indication that previously recognised
impairment losses may no longer exist or may have
decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment loss
of an asset other than goodwill and financial assets is reversed
only if there has been a change in the estimates used to
determine the recoverable amount of that asset, but not to an
amount higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years.
A reversal of such an impairment loss is credited to the
income statement in the period in which it arises, unless the
asset is carried at a revalued amount, in which case the
reversal of the impairment loss is accounted for in accordance
with the relevant accounting policy for that revalued asset.

Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and any impairment losses.

The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and
location for its intended use. Expenditure incurred after items
of property, plant and equipment have been put into
operation, such as repairs and maintenance, is normally
charged to the income statement in the period in which it is
incurred. In situations where the recognition criteria are
satisfied, the expenditure for a major inspection is capitalised
in the carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are required
to be replaced at intervals, the Group recognises such parts
as individual assets with specific useful lives and depreciates
them accordingly.
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Notes to Financial Statements (Continued)
Y B i Wk (A

31 December 2011 —F——4F+_-H=+—H

2.4 Summary of Significant Accounting
Policies (continued)
Property, plant and equipment and depreciation
(continued)
Changes in the values of property, plant and equipment are
dealt with as movements in the asset revaluation reserve. If
the total of this reserve is insufficient to cover a deficit, on an
individual asset basis, the excess of the deficit is charged to
the income statement. Any subsequent revaluation surplus is
credited to the income statement to the extent of the deficit
previously charged. On disposal of a revalued asset, the
relevant portion of the asset revaluation reserve realised in
respect of previous valuations is transferred to retained profits
as a movement in reserves.

Depreciation is calculated on the straight-line basis to write off
the cost of each item of property, plant and equipment to its
residual value over its estimated useful life. The principal
annual rates used for this purpose are as follows:

Leasehold land and buildings ~ Over the lease terms

Leasehold improvements 4.5% to 20%

Plant and machinery 10% to 20%

Furniture, fixtures and 10% to 20%
office equipment

Motor vehicles 20% to 25%

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is
depreciated separately. Residual values, useful lives and the
depreciation method are reviewed, and adjusted if
appropriate, at least at each financial year end.

An item of property, plant and equipment and any significant
part initially recognised is derecognised upon disposal or
when no future economic benefits are expected from its use
or disposal. Any gain or loss on disposal or retirement
recognised in the income statement in the year the asset is
derecognised is the difference between the net sale proceeds
and the carrying amount of the relevant asset.
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Notes to Financial Statements (Continued)
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31 December 2011 —F——4F+_-H=+—H

2.4 Summary of Significant Accounting
Policies (continued)
Property, plant and equipment and depreciation
(continued)
Construction in progress represents a building and equipment
under construction, which are stated at cost less any
impairment losses, and are not depreciated. Cost comprises
the direct costs of construction during the period of
construction. Construction in progress is reclassified to the
appropriate category of property, plant and equipment when
completed and ready for use.

Investment properties

Investment properties are interests in land and buildings held
to earn rental income and/or for capital appreciation, rather
than for use in the production or supply of goods or services
or for administrative purposes; or for sale in the ordinary
course of business. If a property occupied by the Group as an
owner-occupied property becomes an investment property,
the Group accounts for such property in accordance with the
policy stated under “Property, plant and equipment and
depreciation” up to the date of change in use, and any
difference at that date between the carrying amount and the
fair value of the property is accounted for as a revaluation in
accordance with the policy stated under “Property, plant and
equipment and depreciation” above.

Gains or losses arising from changes in the fair value of an
investment property are included in the income statement in
the year in which they arise.

Any gains or losses on the retirement or disposal of an
investment property are recognised in the income statement
in the year of the retirement or disposal.
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Notes to Financial Statements (Continued)
Y 5 R W ()

31 December 2011 —F——4F+_-H=+—H

2.4 Summary of Significant Accounting
Policies (continued)
Investments and other financial assets
Initial recognition and measurement
Financial assets within the scope of HKAS 39 are classified as
financial assets at fair value through profit or loss, loans and
receivables and available-for-sale financial investments, or as
derivatives designated as hedging instruments in an effective
hedge, as appropriate. The Group determines the
classification of its financial assets at initial recognition. When
financial assets are recognised initially, they are measured at
fair value plus transaction costs, except in the case of financial
assets recorded at fair value through profit or loss.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.

The Group’s financial assets include cash and bank balances,
and trade and other receivables.

Subsequent measurement
The subsequent measurement of financial assets depends on
their classification as follows:

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. After initial measurement, such assets are
subsequently measured at amortised cost using the effective
interest rate method less any allowance for impairment.
Amortised cost is calculated by taking into account any
discount or premium on acquisition and includes fees or costs
that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in finance
income in the income statement. The loss arising from
impairment is recognised in the income statement in finance
costs for loans and in other expenses for receivables.
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Notes to Financial Statements (Continued)
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31 December 2011 —F——4F+_-H=+—H

2.4 Summary of Significant Accounting
Policies (continued)
Fair value of financial instruments
The fair value of financial instruments that are traded in active
markets is determined by reference to quoted market prices
or dealer price quotations (bid price for long positions and ask
price for short positions), without any deduction for transaction
costs. For financial instruments where there is no active
market, the fair value is determined using appropriate valuation
techniques. Such techniques include using recent arm’s
length market transactions; reference to the current market
value of another instrument which is substantially the same; a
discounted cash flow analysis; and option pricing models or
other valuation models.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is
derecognised when:

o the rights to receive cash flows from the asset have
expired; or
° the Group has transferred its rights to receive cash

flows from the asset or has assumed an obligation to
pay the received cash flows in full without material
delay to a third party under a “pass-through”
arrangement; and either (a) the Group has transferred
substantially all the risks and rewards of the asset, or
(b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but
has transferred control of the asset.

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has retained
the risks and rewards of ownership of the asset. When it has
neither transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the asset, the
asset is recognised to the extent of the Group’s continuing
involvement in the asset. In that case, the Group also
recognises an associated liability. The transferred asset and
the associated liability are measured on a basis that reflects
the rights and obligations that the Group has retained.
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Notes to Financial Statements (Continued)
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31 December 2011 —F——4F+_-H=+—H

2.4 Summary of Significant Accounting
Policies (continued)
Derecognition of financial assets (continued)
Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required to

repay.

Impairment of financial assets

The Group assesses at the end of each reporting period
whether there is any objective evidence that a financial asset
or a group of financial assets is impaired. A financial asset or a
group of financial assets is deemed to be impaired if, and only
if, there is objective evidence of impairment as a result of one
or more events that occurred after the initial recognition of the
asset (an incurred “loss event”) and that loss event has an
impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably
estimated. Evidence of impairment may include indications
that a debtor or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy or
other financial reorganisation and observable data indicating
that there is a measurable decrease in the estimated future
cash flows, such as changes in arrears or economic
conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first
assesses individually whether objective evidence of impairment
exists for financial assets that are individually significant, or
collectively for financial assets that are not individually
significant. If the Group determines that no objective evidence
of impairment exists for an individually assessed financial
asset, whether significant or not, it includes the asset in a
group of financial assets with similar credit risk characteristics
and collectively assesses them for impairment. Assets that are
individually assessed for impairment and for which an
impairment loss is, or continues to be, recognised are not
included in a collective assessment of impairment.
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Notes to Financial Statements (Continued)
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31 December 2011 —F——4F+_-H=+—H

2.4 Summary of Significant Accounting
Policies (continued)
Impairment of financial assets (continued)
Financial assets carried at amortised cost (continued)
If there is objective evidence that an impairment loss has been
incurred, the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit losses that
have not yet been incurred). The present value of the
estimated future cash flows is discounted at the financial
asset’s original effective interest rate (i.e., the effective interest
rate computed at initial recognition). If a loan has a variable
interest rate, the discount rate for measuring any impairment
loss is the current effective interest rate.

The carrying amount of the asset is reduced through the use
of an allowance account and the amount of the loss is
recognised in the income statement. Interest income
continues to be accrued on the reduced carrying amount and
is accrued using the rate of interest used to discount the
future cash flows for the purpose of measuring the impairment
loss. Loans and receivables together with any associated
allowance are written off when there is no realistic prospect of
future recovery and all collateral has been realised or has been
transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by
adjusting the allowance account. If a future write-off is later
recovered, the recovery is credited to other expenses in the
income statement.
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Notes to Financial Statements (Continued)
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2.4 Summary of Significant Accounting
Policies (continued)
Financial liabilities
Initial recognition and measurement
Financial liabilities within the scope of HKAS 39 are classified
as financial liabilities at fair value through profit or loss, loans
and borrowings, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate. The Group
determines the classification of its financial liabilities at initial
recognition.

All financial liabilities are recognised initially at fair value plus,
in the case of loans and borrowings, directly attributable
transaction costs.

The Group’s financial liabilities include trade and bills
payables, other payables and accruals, and interest-bearing
bank borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities depends
on their classification as follows:

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost, using the
effective interest rate method unless the effect of discounting
would be immaterial, in which case they are stated at cost.
Gains and losses are recognised in the income statement
when the liabilities are derecognised as well as through the
effective interest rate amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are
an integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in the
income statement.

EMBRY HOLDINGS LIMITED ANNUAL REPORT 2011

24

FESTBRBE®

EREE

VIR RTE
BREEGEAEORBEZERARE
RERBADEREBBRRARTFET
ReemAalE BERNEE N BERE
ERARE Pz TAZITET A (R#E
RER) - REERV S EAFETE SR
BEZOE-

PIBM S B EVIAR IR A FERR - HEE
RRAETRA I E B REER B RATER o

AEENMHABERENEZREARE
NRE - EMEMNFRRERTFIE - AR
FERRITER

KB E
B EENREFAERUARESE 0T :

B R EZ
RBERRE - ;T RERREHRERUAE
R R RIZBHR A E - MRS
WAEK - AHRKATIRR o & RBEHHER
BEREERMREHBRES RS RkER
SRR IER o

BERAARBERELNEMMTRK
ERERBERBARNEEELDNE N
SRR o B R R SHET A MR R Y Bl
B o



Notes to Financial Statements (Continued)
Y B i Wk (A

31 December 2011 —F——4F+_-H=+—H

2.4 Summary of Significant Accounting
Policies (continued)
Financial liabilities (continued)
Derecognition of financial liabilities
A financial liability is derecognised when the obligation under
the liability is discharged or cancelled, or expires.

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

Inventories

Inventories are stated at the lower of cost and net realisable
value after making due allowances for obsolete or slow
moving items. Cost is determined on the weighted average
basis and, in the case of work in progress and finished goods,
comprises direct materials, direct labour and an appropriate
proportion of overheads. Net realisable value is based on the
estimated selling prices less any estimated costs to be
incurred to completion and disposal.

Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance
lease, the cost of the leased asset is capitalised at the present
value of the minimum lease payments and recorded together
with the obligation, excluding the interest element, to reflect
the purchase and financing. Assets held under capitalised
finance leases, including prepaid land lease payments under
finance leases, are included in property, plant and equipment,
and depreciated over the shorter of the lease terms and the
estimated useful lives of the assets. The finance costs of such
leases are charged to the income statement so as to provide
a constant periodic rate of charge over the lease terms.
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Notes to Financial Statements (Continued)
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2.4 Summary of Significant Accounting
Policies (continued)
Leases (continued)
Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessor, assets
leased by the Group under operating leases are included in
non-current assets, and rentals receivable under the operating
leases are credited to the income statement on the
straight-line basis over the lease terms. Where the Group is
the lessee, rentals payable under operating leases are charged
to the income statement on the straight-line basis over the
lease terms.

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments
that are readily convertible into known amounts of cash, are
subject to an insignificant risk of changes in value, and have a
short maturity of generally within three months when acquired,
less bank overdrafts which are repayable on demand and
form an integral part of the Group’s cash management.

For the purpose of the statements of financial position, cash
and cash equivalents comprise cash on hand and at banks,
including term deposits, which are not restricted as to use.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets
that necessarily take a substantial period of time to get ready
for their intended use or sale, are capitalised as part of the
cost of those assets. The capitalisation of such borrowing
costs ceases when the assets are substantially ready for their
intended use or sale. Investment income earned on the
temporary investment of specific borrowings spending their
expenditure on qualifying assets is deducted from the
borrowing costs capitalised. All other borrowing costs are
expensed in the period in which they are incurred. Borrowing
costs consist of interest and other costs that an entity incurs
in connection with the borrowing of funds.
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2.4 Summary of Significant Accounting
Policies (continued)
Provisions
A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be
made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end of
the reporting period of the future expenditures expected to be
required to settle the obligation. The increase in the
discounted present value amount arising from the passage of
time is included in finance costs in the income statement.

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognised outside profit or loss is recognised
either in other comprehensive income or directly in equity.

Current tax assets and liabilities for the current and prior
periods are measured at the amount expected to be
recovered from or paid to the taxation authorities, based on
tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period,
taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period

between the tax bases of assets and liabilities and their

carrying amounts for financial reporting purposes.
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2.4 Summary of Significant Accounting

Policies (continued)

Income tax (continued)

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

° when the deferred tax liability arises from the initial
recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and

° in respect of taxable temporary differences associated
with investments in subsidiaries, when the timing of the
reversal of the temporary differences can be controlled
and it is probable that the temporary differences will
not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused tax credits
and any unused tax losses. Deferred tax assets are
recognised, to the extent that it is probable that taxable profit
will be available against which the deductible temporary
differences, the carryforward of unused tax credits and
unused tax losses can be utilised, except:

° when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition
of an asset or liability in a transaction that is not a
business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and

° in respect of deductible temporary differences
associated with investments in subsidiaries, deferred
tax assets are only recognised to the extent that it is
probable that the temporary differences will reverse in
the foreseeable future and taxable profit will be
available against which the temporary differences can
be utilised.
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2.4 Summary of Significant Accounting
Policies (continued)
Income tax (continued)
The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that it
is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are reassessed at
the end of each reporting period and are recognised to the
extent that it has become probable that sufficient taxable profit
will be available to allow all or part of the deferred tax asset to
be recovered.

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

Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred taxes relate to
the same taxable entity and the same taxation authority.

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(@) from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the
buyer, provided that the Group maintains neither
managerial involvement to the degree usually
associated with ownership, nor effective control over
the goods sold;

(b) rental income, on a time proportion basis over the
lease terms;
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2.4 Summary of Significant Accounting

Policies (continued)

Revenue recognition (continued)

(c) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly
discounts the estimated future cash receipts through
the expected life of the financial instrument or a short
period, when appropriate, to the net carrying amount
of the financial asset; and

(d) dividend income, when the shareholder’s right to
receive payment has been established.

Research and development costs
All research costs are charged to the income statement as
incurred.

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the Group can
demonstrate the technical feasibility of completing the
intangible asset so that it will be available for use or sale, its
intention to complete and its ability to use or sell the asset,
how the asset will generate future economic benefits, the
availability of resources to complete the project and the ability
to measure reliably the expenditure during the development.
Product development expenditure which does not meet these
criteria is expensed when incurred.

Government grants

Government grants, including a subsidy for the expenditure
incurred in construction cost of infrastructure projects, are
recognised at their fair value where there is reasonable
assurance that the grant will be received and all attaching
conditions will be complied with. When the grant relates to an
expense item, it is recognised as income over the periods
necessary to match the grant on a systematic basis to the
costs that it is intended to compensate. Where the grant
relates to an asset, the fair value is deducted from the carrying
amount of the asset and released to the income statement by
way of a reduced depreciation charge.
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2.4 Summary of Significant Accounting
Policies (continued)
Share-based payment transactions
The Company operates share option schemes for the purpose
of providing incentives and rewards to eligible participants
who contribute to the success of the Group’s operations.
Employees (including directors) of the Group receive
remuneration in the form of share-based payment
transactions, whereby employees render services as
consideration for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions with employees for
grants after 7 November 2002 is measured by reference to
the fair value at the date at which they are granted. The fair
value is determined by an external valuer using a binomial
model, further details of which are given in note 31 to the
financial statements.

The cost of equity-settled transactions is recognised, together
with a corresponding increase in equity, over the period in
which the performance and/or service conditions are fulfilled.
The cumulative expense recognised for equity-settled
transactions at the end of each reporting period until the
vesting date reflects the extent to which the vesting period has
expired and the Group’s best estimate of the number of equity
instruments that will ultimately vest. The charge or credit to
the income statement for a period represents the movement
in the cumulative expense recognised as at the beginning and
end of that period.

No expense is recognised for awards that do not ultimately
vest, except for equity-settled transactions where vesting is
conditional upon a market or non-vesting condition, which are
treated as vesting irrespective of whether or not the market or
non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.
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2.4 Summary of Significant Accounting
Policies (continued)
Share-based payment transactions (continued)
Where the terms of an equity-settled award are modified, as a
minimum an expense is recognised as if the terms had not
been maodified, if the original terms of award are met. In
addition, an expense is recognised for any modification that
increases the total fair value of the share-based payment
transaction, or is otherwise beneficial to the employee as
measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it
had vested on the date of cancellation, and any expense not
yet recognised for the award is recognised immediately. This
includes any award where non-vesting conditions within the
control of either the Group or the employee are not met.
However, if a new award is substituted for the cancelled
award, and is designated as a replacement award on the date
that it is granted, the cancelled and new awards are treated
as if they were a modification of the original award, as
described in the previous paragraph.

The dilutive effect of outstanding options is reflected as an
additional share dilution in the computation of earnings per
share.

Other employee benefits

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF Scheme”)
under the Mandatory Provident Fund Schemes Ordinance for
all of its employees. Contributions are made based on a
percentage of the employees’ basic salaries and are charged
to the income statement as they become payable in
accordance with the rules of the MPF Scheme. The assets of
the MPF Scheme are held separately from those of the Group
in an independently administered fund. The Group’s employer
contributions vest fully with the employees when contributed
into the MPF Scheme.
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2.4 Summary of Significant Accounting
Policies (continued)
Other employee benefits (continued)
The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in central pension
schemes operated by the local municipal government. These
subsidiaries are required to contribute certain percentages of
their payroll costs to the central pension scheme. The
contributions are charged to the income statement as they
become payable in accordance with the rules of the central
pension scheme.

Foreign currencies

These financial statements are presented in Hong Kong
dollars, which is the Company’s functional and presentation
currency. Each entity in the Group determines its own
functional currency and items included in the financial
statements of each entity are measured using that functional
currency. Foreign currency transactions recorded by the
entities in the Group are initially recorded using their respective
functional currency rates ruling at the dates of the
transactions. Monetary assets and liabilities denominated in
foreign currencies are retranslated at the functional currency
rates of exchange ruling at the end of the reporting period. All
differences arising on settlement or translation of monetary
items are taken to the income statement. Non-monetary items
that are measured in terms of historical cost in a foreign
currency are translated using the exchange rates at the dates
of the initial transactions. Non-monetary items measured at
fair value in a foreign currency are translated using the
exchange rates at the date when the fair value was
determined. The gain or loss arising on retranslation of a
non-monetary item is treated in line with the recognition of the
gain or loss on change in fair value of the item (i.e., translation
differences on item whose fair value gain or loss is recognised
in other comprehensive income or income statement is also
recognised in other comprehensive income or income
statement, respectively).
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2.4 Summary of Significant Accounting

Policies (continued)

Foreign currencies (continued)

The functional currencies of certain overseas subsidiaries are
currencies other than the Hong Kong dollar. As at the end of
the reporting period, the assets and liabilities of these entities
are translated into the presentation currency of the Company
at the exchange rates ruling at the end of the reporting period
and their income statements are translated into Hong Kong
dollars at the weighted average exchange rates for the year.
The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognised in the income
statement.

For the purpose of the consolidated statement of cash flows,
the cash flows of overseas subsidiaries are translated into
Hong Kong dollars at the exchange rates ruling at the dates of
the cash flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are translated
into Hong Kong dollars at the weighted average exchange
rates for the year.

Significant Accounting Judgements
and Estimates

The preparation of the Group’s financial statements requires
management to make judgements, estimates and
assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the end of the reporting period.
However, uncertainty about these assumptions and estimates
could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities
affected in the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the financial statements:
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3. Significant Accounting Judgements

and Estimates (continueq)

Judgements (continued)

Operating lease commitments — Group as lessor

The Group has entered into commercial property leases on its
investment property portfolio. The Group has determined,
based on an evaluation of the terms and conditions of the
arrangements, that it retains all the significant risks and
rewards of ownership of these properties which are leased out
on operating leases.

Classification between investment properties and
owner-occupied properties

The Group determines whether a property qualifies as an
investment property, and has developed criteria in making that
judgement. Investment property is a property held to earn
rentals or for capital appreciation or both. Therefore, the
Group considers whether a property generates cash flows
largely independently of the other assets held by the Group.
Some properties comprise a portion that is held to earn rentals
or for capital appreciation and another portion that is held for
use in the production or supply of goods or services or for
administrative purposes. If these portions could be sold
separately or leased out separately under a finance lease, the
Group accounts for the portions separately. If the portions
could not be sold separately, the property is an investment
property only if an insignificant portion is held for use in the
production or supply of goods or services or for administrative
purposes. Judgement is made on an individual property basis
to determine whether ancillary services are so significant that
a property does not qualify as an investment property.

Estimation uncertainty

Estimation of fair value of investment properties

As described in note 18 to the financial statements, the
investment properties were revalued at the end of the
reporting period on an open market value, existing state basis
by independent professional valuers. Such valuations were
based on certain assumptions, which are subject to
uncertainty and might materially differ from the actual results.
In making the judgement, the Group considers information
from current prices in an active market for similar properties
and uses assumptions that are mainly based on market
conditions existing at the end of each reporting period.

3.
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3. Significant Accounting Judgements 3.

and Estimates (continueq)

Estimation uncertainty (continued)

Valuation of share options

The fair value of options granted under share option schemes
is determined using the binomial model. The significant inputs
into the model were the share price at the grant date, exercise
price, risk-free interest rate, dividend yield, expected volatility
and suboptimal exercise factor. When the actual results of the
inputs differ from the management’s estimate, it will have
impact on share option expenses and the related share option
reserve of the Company.

4. Segment Information 4.
The Group’s primary operating segment is the manufacture
and sale of ladies’ brassieres, panties, swimwear and
sleepwear. Since this is the only operating segment of the
Group, no further analysis thereof is presented. In determining
the Group’s geographical information, the revenue information
is based on the location of the customers, and the total
non-current assets information, other than deferred tax assets,
is based on the location of the assets.

Mainland China Hong Kong
B K RE EB
2011 2010 2011

FEL TET FET

% |Z%F-%F |Z8—-F | 2%
HK$'000 | HK$'000 | HK$000 | HK$000 | HK$000 | HKS000 | HKS$000 | HKS'000
FAT TER TR TER FIETL

TESE AR AR

fhst 2 NEARIEZE ()

BRI 1E

RIBRE R RT 8 b BB At AP E R
R-EARWEE - BEMRANEAG
BEEARLBHORE TEE - £R
BA X RBE - FAHKELBERTE
B Wt EBBENEREREEEENG
AR AlEBEAR 7&’]5%&%5?13‘5&
HEARE R R IR

S ERE R
AEEZTERENHRRMEWE - A
B KERREXR ZRERBE - AR R
AEBHE—RENE  WAB2T#E
2D e >?&;£$§%l21ﬁ3|£§ﬂ% Uz
S EMTREFAEMRETR - BIFRDY
ﬁ%(?@ﬁﬁlﬁ’ééﬁﬁwl\)’é*ﬂﬁzééﬁﬂ-‘t
o AREE -

Others Total

Hity At
2010 2011 2010 2011 2010
TF | ZB8——% | ZT-TF | ZB-—% | T ZF

Revenue from external IREF 2 Wz

customers 1,590,288 1,244,878 91,189 89,263 13,510 15,705 1,694,987 1,349,846
Non-current assets FRBEE 770,063 717,171 63,349 59,493 = - 833,412 776,664
Capital expenditure incured ~ ERNBE AR X

during the year 52,983 508,677 276 2,192 - = 53,259 506,769

For the years ended 31 December 2011 and 2010, as no
customer of the Group has individually accounted for over
10% of the Group’s total revenue, no information about major
customers is presented under HKFRS 8.
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5. Revenue 5. W=
Revenue, which is also the Group’s turnover, represents the Wz BIAREE s &%E5E - EHKREER
net invoiced value of goods sold, after allowances for returns LB HRERERERZEEREE -

and trade discounts.

6. Other Income and Gains 6. HMWARWKE
Group
ARE
2011 2010
—E——F| —T-TF
HK$’000 HK$’000
FET FEIT
Other income =01 ON
Subsidy income* =T N 13,405 115
Gross rental income LW ABEE 4,241 2,242
Bank interest income IRITHIEWA 853 2,389
Royalty income =W A 367 176
Others Hih 4,988 662
23,854 5,584
Gains Wz
Foreign exchange differences, net EHER  FHE 22,750 17,999
Changes in fair value of investment HEYERNTELE (HE18)
properties (note 18) 10,916 4,125
33,666 22,124
57,520 27,708
* There are no unfulfiled conditions or contingencies relating to * UEYGA 0 58 8 R AF (R] R 2 1R 1 2t 2t
this income. AEIH o
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7. Other Expenses

EMBRY HOLDINGS LIMITED ANNUAL REPORT 2011

7. HMREX

Group
RE
2011 2010
—E——F —ZF
HK$’000 HK$’000
FET FHEIT
Charitable donation =ER 6,199 4,023
Loss on disposal/write-off of items of Hj%/ MEEMZE - BB R
property, plant and equipment RAEEE 2 BE 6 307
6,205 4,330
Finance Costs 8. mEMKA
Group
RE
2011 2010
—E——F —ZF
HK$’000 HK$’000
FET FEr
Total interest on bank loans wholly BRAFANBHBEE 2 BR1T
repayable within five years RS 2,242 1,320
Less: Interest capitalised o MEEARE - (1,223)
Interest expenses charged to BUERMRZF ST
the income statement 2,242 97
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9. Profit Before Tax 9. PBR®EAIER
The Group’s profit before tax is arrived at after charging/ AREEZBRRAEHNENG /GEA) :
(crediting):
Group
rEE
2011 2010
—E——fF —E-FF
HK$’000 HK$’000
FET FETL
Cost of inventories sold BEEGFERA 300,615 263,730
Depreciation e 34,285 24,152
Amortisation of prepaid land lease payments  F8 {5 + 3 0 & 5008 2 B 55 770 257
Minimum lease payments under BREAN T FIAL %ﬂ"ﬁ w2z
operating leases in respect of: =K EFKRIE
Land and buildings iiﬁz&@—-ﬁ 63,196 52,137
Contingent rents of retail outlets BERRASTES
in department stores Kk AT & 412,634 333,089
Employee benefit expenses (excluding EERIAY (TREES
directors’ remuneration — note 10): N — A 10) ¢
Wages and salaries ITERFHS 446,707 321,958
Provision/(write-back of provision) for KRR SEE
long service payments (B ERE) 763 (600)
Retirement benefit scheme contributions RIRBFETEIH R 39,082 24,503
Equity-settled share option expenses LARRRE S T IR A 2 13,419 1,154
499,971 347,015
Auditors’ remuneration Z SR B 2,590 2,350
Advertising and counter decoration expenses & 25 N B 7 5 £ B s 108,696 105,371
Provision/(write-back of provision) for BREFEREME
obsolete inventories, net* (BfERm) - JFEE (5,720) 18,639
Impairment of trade receivables FEWE 5 BR FORE 448 137
Write-off of trade receivables HisE e U E 5 BR K - 23
Research and development expenditure ot kAR 3,421 1,668
Loss on disposal/write-off of items of HEMEDE - BER
property, plant and equipment REEE 2 BE 6 307
Gross and net rental income TS WA BEE K FRE (4,241) (2,242)
Changes in fair value of investment properties 3% & ) 3£ /A (& & &) (10,916) (4,125)
Foreign exchange differences, net ERE=2 - F5 (22,750) (17,999)
Bank interest income RITHIBUA (853) (2,389
% The provision/(write-back of provision) for obsolete : REFERE (BERD)  FECH

inventories, net is included in “Cost of sales” on the face of

the consolidated income statement.

N5

YR [SHERA] A -
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Notes to Financial Statements (Continued)

Y B i Wk (A

31 December 2011 —&—

4+ H=+—H

10. Directors’ Remuneration

Directors’ remuneration for the year, disclosed pursuant to the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) (the

10. EEHMN

VAN 9N

RIZEBE

ENSIEN

“Listing Rules”) and Section 161 of the Hong Kong Companies

Ordinance is as follows:

SRARAE ([B3AT])
E5 EMART EMARRD REERAGK
Pl 161 B FAEFFHB T

Group

RE
2011 2010
—=——F —E—FF
HK$’000 HK$’000
FET FEr
Fees wne 792 726

Other emoluments: HAtnp & -

Salaries, allowances and benefits in kind e R REYET 7,933 8,245
Bonuses* TE4L* 2,330 3,430
Equity-settled share option expenses VARRHESZ 1+ 2 B R A 2 1,764 1,183
Retirement benefit scheme contributions RIRREFIET B R 42 48
12,861 13,632

Executive directors of the Company are entitled to bonus *

payments which are determined as a percentage of the profit

after tax of the Group.

The fair value of these share options, which has been
recognised in the income statement over the vesting period,
was determined as at the date of grant and the amount

included in the financial statements for the current year is
included in the above directors’ remuneration disclosures.
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ERAIMITEFEBREREA - M2
AT 5 BB Rl 120 7N 52 [B] B B 15 i 7] ) — € B

DIHEE °

AR REAANER R RERNERE B
RFHERE T BHEE -
BROSBHA LAEEHIRESEA -

FHARFEE



133

Notes to Financial Statements (Continued)

W e R B Rk (A
31 December 2011 —F——4F+_-H=+—H
10. Directors’ Remuneration (continued) 10. EEHFM =)
2011 —=E——F
Salaries, Equity-
allowances settled Retirement
and share benefit
benefits option scheme Total
Fees inkind  Bonuses expenses contributions remuneration
BB RE
e X
EER BRE  RAER
we BYAE LA X FrEME BHEH
HK$000  HK$000  HK$'000  HK$000  HKS$000  HK$000
FET FET FET FET FET FET
Executive directors: HITEE :
Mr. Cheng Man Tai BEELE = 2,647 840 87 12 3,586
Ms. Cheng Pik Ho Liza gt at = 2,257 774 1,207 12 4,250
Madam Ngok Ming Chu ERBLL - 2,105 716 107 12 2,940
Mr. Hung Hin Kit (Note) BB (Hzt) = 924 = = 6 930
- 7,933 2,330 1,401 42 11,706
Independent non-executive BT
directors: EZ:
Mr. Lau Siu Ki BBESLE 264 = = 121 = 385
Mr. Lee Kwan Hung FHERE 264 = = 121 = 385
Prof, Lee T. S. FREHE 264 = = 121 = 385
792 = = 363 = 1,155
792 7,933 2,330 1,764 42 12,861
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Notes to Financial Statements (Continued)

W e B R ()
31 December 2011 —F——4+_H=+—H
10. Directors’ Remuneration (continued) 10. EEHM )
2010 —E—FF
Salaries, Equity-
allowances settled  Retirement
and share benefit
benefits option scheme Total
Fees in kind Bonuses expenses contrbutions  remuneration
VAR #E
e iz
=4z N4 BiE RIER
we BNz 4T ¥ FrEMR #8355
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
& FET T T T T
Executive directors: HiTESE :
Mr. Cheng Man Tal BHREE - 2,591 1,103 248 12 3,954
Ms. Cheng Pik Ho Liza BEET L - 2,188 856 202 12 3,258
Madam Ngok Ming Chu ERRTR L+ — 2,099 914 236 12 3,261
Mr. Hung Hin Kit LB A - 1,367 557 182 12 2,118
— 8,245 3,430 868 48 12,591
Independent non-executive B FEH7T
directors: BEE
Mr. Lau Siu Ki ZIRELE 242 — — 105 — 347
Mr. Lee Kwan Hung FHELEE 242 - - 105 - 347
Prof. Lee T. S. EREHE 242 - - 105 — 347
726 — — B — 1,041
726 8,245 3,430 1,183 48 13,632
Note:  Mr. Hung Hin Kit resigned as a director of the Company with ffat : ABGIEEEHEARLA] %t FZH A
effect from 1 July 2011. ZE——FLA—HEBEH -
There were no arrangements under which a director waived or B RABR A B E F R WSk R E 2 Y E M
agreed to waive any remuneration during the year. B 28k o
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Notes to Financial Statements (Continued)

VA5 R Mk (A
31 December 2011 —F——4F+_-H=+—H
11. Five Highest Paid Individuals 11.

The five highest paid employees during the year included three
(2010: four) directors, details of whose remuneration are set
out in note 10 to the financial statements above. Details of the
remuneration of the remaining two (2010: one) non-director,
highest paid employees for the year are as follows:
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hEHEEFHAL
ERNALEEHFALTER=28= (-2~
T UE)  HEFMFIBE R EXHIER
KM E1080L - FREBMEBIIEEE RS
HRE(ZE—ZF : —R) NFHBFFBW
T

Group

RE
2011 2010
—E——fF —E-TF
HK$°000 HK$’000
FET FAT
Salaries, allowances and benefits in kind e EUEREYHS 2,853 1,861
Bonuses T4 214 487
Equity-settled share option expenses LA PSR 52 A~ B i 7 2 774 61
Retirement benefit scheme contributions RIREFET IR 12 12
3,853 2,421

The number of non-director, highest paid employees whose
remuneration fell within the following bands is as follows:

FNBRUATHRZIEEEESHEEA
R

Number of employees

EEAH
2011 2010
—E——5F —E-TF
Nil to HK$1,000,000 Z 2% 1,000,00078 7T - =
HK$1,000,001 to HK$1,500,000 1,000,001 78 7L E 1,500,000 7 7T 1 —
HK$1,500,001 to HK$2,000,000 1,500,001 7% 7L = 2,000,000 75 7T = =
HK$2,000,001 to HK$2,500,000 2,000,001 3T = 2,500,000 78 7T 1 1

The fair value of these share options, which has been
recognised in the income statement over the vesting period,
was determined as at the date of grant and the amount
included in the financial statements for the current year is
included in the above non-director, highest paid employees
remuneration disclosures.

)

2 1

AR FEBHAERERERNBRE B
RNFERBELBEMEE - St ARFEMH
BENTHEIA LAFEZHRSFHES M
SWEEENA -
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Notes to Financial Statements (Continued)

o B R R W RE (A
31 December 2011 —F——4F+ - H=+—H
12. Income Tax 12. Fr8®
Hong Kong profits tax has been provided at the rate of 16.5% ERNEHRIIBEFEFANETESBELEZ
(2010: 16.5%) on the estimated assessable profits arising in EREFGEF K165%( =T — & :
Hong Kong during the year. 16.5%) 2 Tt e 4 o
Pursuant to the Enterprise Income Tax Law (the “New PRC BER-_ZEENE—F —BHEBER 2T
Tax Law”) of the PRC being effective on 1 January 2008, the PEMEFE(HFPREMAEFE]) - &
PRC income tax rate is unified to 25% for all enterprises. ST R E R E ¥R —525% °
Under an implementation guidance note of the New PRC Tax BIEFFBEMEREAZEWHIES  RAM
Law, enterprises established before the publication of the New B EEARIKIY 2 XA EZHF
PRC Tax Law were entitled to preferential treatments of a AREHRERTRENERGRHRE ([
reduced corporate income tax rate (the “CIT rate”) granted by FIEME|) v BEFS O EREH=E
the relevant tax authorities. The new CIT rate would be ARZZEZENF—A—BHPEMEEE
gradually increased from the preferential rate to 25% within ERBEEAFAZRHREITEENE
five years after the effective date of the New PRC Tax Law on 25% o IREFFANE F 2R A ] E A IZERS
1 January 2008. Enterprises that are currently entitled to B RA B P D EABEEZTA LT
exemptions or reductions from the standard income tax rate B BEEZETHRERELL -
for a fixed term may continue to enjoy such treatment until the
fixed term expires.
In addition, taxes on profits assessable elsewhere have been e Bt b 5 FERR R A A 2 BB B IR AN
calculated at the rates of tax prevailing in the countries in SEEKEEBFHRZ BAIHETHE o
which the Group operates.
Group
wE
2011 2010
—E——F T -TF
HK$’000 HK$’000
FET FAEIT
Group: REE :
Current — Hong Kong BIEARR IE — B/
Charge for the year FAFIA 518 472
Overprovision in prior years BEFE 2 BRERE (349) (134)
Current — Mainland China BN EARR IE — Hp B K e
Charge for the year FRFIE 69,271 57,210
Underprovision/(overprovision) BEFEZDR/(BE8)
in prior years e 1 0]
Deferred (note 29) BIE (Hfat29) 2,513 1,948
Total tax charge for the year FEZBFIAS N 71,954 59,495
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Notes to Financial Statements (Continued)

o B R R W RE (A
31 December 2011 —&F——44+ - H=+—H
12. Income Tax (continued) 12.

A reconciliation of the tax expense applicable to profit before
tax at the statutory rates for the regions in which the Company
and the majority of its subsidiaries are domiciled to the tax
expense at the effective tax rates is as follows:
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EH e
AAATREASBHHBEA T TRHE S
SEERE R BATR A 2 BIEMY -
BB BRI 2 BB R X 0 B
™

Group
wE
2011 2010
—E——F T -TF
HK$’000 HK$’000
FHETT FETL
Profit before tax % Bt BT S A 231,268 185,684
Tax at the applicable rates to profits BEERRERR &M

in the countries concerned MEFTE 2 IE 58,537 46,353
Lower tax rate for specific provinces R RBERFE R 1D 2 BRIK TR =

in Mainland China (543) (8,926)
Lower tax rate due to tax holiday HRIGERM N2 =E (3,304) (3,459)
Overprovision in prior years BAEFE 2 BEEE (348) (135)
Income not subject to tax BARDZ WA (2,636) (938)
Expenses not deductible for tax AR 2 A 6,238 10,620
Effect of withholding tax at 5% and 10% HAREB 2 BT E A A A

on the distributable profits of the Group’s Ik g AR 5% K& 10%

PRC subsidiaries TEHF 2 72 10,986 9,268
Tax losses not recognised RERTIBEE 3,024 1,708
Tax charge at the Group’s effective rate BAEEZEBRREAEZ

MIAST 71,954 59,495
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Notes to Financial Statements (Continued)

Y B R W ()

31 December 2011 —&—

4+ H=+—H

13. Related Party Transactions

(@)

13. BREALRS

In addition to the transactions detailed elsewhere in (@ BZEVBHHREREAIMARZR
these financial statements, the Group had the following S8 REBRFRNEFBEAL
material transactions with related parties during the EITZEARSMAT
year:
2011 2010
—E——F —T-TF
Notes HK$’000 HK$’000
KfaF FET FETL
Continuing transactions FER 5
Purchases of furniture for MEAERE B EEMV &
counters and shops from I 2 B AR
related companies () 19,378 19,343
Rental expenses for a property MEEQAR ST MNEZ
paid to a related company Hemx (i 2,733 2,483
Rental expenses for a MARBESEZAT
warehouse paid to EEZHESRY
a director of the Company (iii) 144 144
Notes: Kt -

M

(i)

(i

The purchases of furniture for counters and shops
from related companies controlled by a son of a
director of the Company were made according to the
terms similar to those offered by the Group’s
independent suppliers. The balances owing to related
companies as at 31 December 2011 were
HK$6,537,000 (2010: HK$5,980,000) and were
unsecured, interest-free and repayable in accordance
with normal trading terms. The amounts have been
included in other payables and accruals as at the end
of the reporting period.

The rental expenses which were paid to a related
company controlled by a director of the Company
and two sons of a director of the Company were
determined with reference to the then prevailing
market conditions.

The rental expenses were determined with reference
to the then prevailing market conditions.
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RARE —BEEHN R FES
ZEERRBERLRERHZ
BRARL 2 1R R B K 6% ) 08 37 1L B
AR E 2 GRS - R=F
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Notes to Financial Statements (Continued)
Y B i Wk (A

31 December 2011 —&—

4+ H=+—H

13. Related Party Transactions (continueqd)
(@  (continued)
The above continuing transactions constitute
continuing connected transactions as defined in
Chapter 14A of the Listing Rules.

The directors are of the opinion that the above
transactions were conducted in the ordinary course of
business of the Group.

(b) Compensation of key management
personnel of the Group

139

13. EEEATRZ )
@ @&
R LTS 14AE - L
SRR ERETS

EERRLERZERAEERT
EGBIZPETT -

U]

b) AEBEEREEARZEHH

2011 2010

—E——F —E—EF

HK$°000 HK$’000

FET F&r

Short term employee benefits EHEEE R 16,063 19,5679

Post-employment benefits BEEL 2 R A 284 273

Equity-settled share option expenses VAR 245 2 B AR i el S 3,384 1,368
Total compensation paid to SNTFEEEEAB 2B

key management personnel 19,731 21,220

Further details of directors’ remuneration are included
in note 10 to the financial statements.

14. Profit Attributable to Owners of the
Company
The consolidated profit attributable to owners of the Company
for the year ended 31 December 2011 includes a loss of
HK$15,139,000 (2010: net profit of HK$34,429,000) which
has been dealt with in the financial statements of the Company
(note 32(b)).

EEHFMNFBERN M BEREME

10 °

14. RXRRERAEMERTR

BHE_T——F+_-_A=1+—HILEERK
RAHEBEABLEE N B EEIE
15,139,000/ 7L( = & — & F : 4 F|
34,429,000 7T) * ZFmMBERAA A8

%R AT ER (FI5E32(0)) °
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Notes to Financial Statements (Continued)

Y B i Wk (A

31 December 2011 —F——4F+_-H=+—H

15. Dividends 15. ®RE
2011 2010
—E——F —E T
HK$’000 HK$'000
FET FET
Dividends paid during the year FREMRE
Final and special in respect of the BE—_ZT—TFE+-_A=1+—H
financial year ended 31 December 2010 LIE B R E R A RIS
— HK5.0 cents and HK3.0 cents, — DA AERITEARS.08L K&
respectively, per ordinary share OB ZE—ZF : #E
(2010: final and special dividends of —EENF+_A=+—H
HK5.0 cents and HK2.0 cents, respectively,  1FBFEF E R E K4 B &
per ordinary share in respect of — DAl AEREEARS5.0 5l
the financial year ended 31 December 2009) % 2.071ll) 32,803 28,300
Interim — HK3.0 cents (2010: P EAR B — FAR @A 3.0 (L
HK3.0 cents) per ordinary share (ZZE—T4F : 3.0/41l) 12,305 12,170
45,108 40,470
Proposed final and special dividends IR AR B 2 45 Bl AR 2
Final and special — HK7.0 cents RERFFRIEE — D55
(2010: HK5.0 cents) and HK2.0 cents B EBER 7.0
(2010: HK3.0 cents), respectively, (ZZE—ZF 5081 &
per ordinary share 208 (ZZF—FF : 3.0/8(L) 37,025 32,602
The proposed final and special dividends for the year are FERNERANE L ERIE B BRENA B IRE
subject to the approval of the Company’s shareholders at the MNEERREAEANS FIE - ZE15R

forthcoming annual general meeting. These financial

statements do not reflect the final and special dividends

payable.
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Notes to Financial Statements (Continued)

W e R B Rk (A

31 December 2011 —-F——4%+_"H=+—H

16. Earnings Per Share Attributable to 16. X B BEEANELERER
Owners of the Company
The calculations of the basic and diluted earnings per share FRREAR RESS AR TR A SR E

are based on the following data:

Group
&
2011 2010
—E——F —E-TF
HK$’000 HK$°000
FET FEIT
Earnings BF|
Earnings for the purpose of basic and AT EFRERREEAF
diluted earnings per share (profit for the year  AB HZ &8 H (KA FHEA A
attributable to owners of the Company) FERE(GER) 159,314 126,189
’000 ‘000
Number of ordinary shares ZEREB
Weighted average number of M EGRERBN A
ordinary shares for the purpose of B /)2 &A% pnaE
basic earnings per share FHE 409,423 404,277
Weighted average number of ordinary shares R:%RFERNE A/ TEE
assumed to have been issued at M ARTTE 2 BERRRE i A (E 31T
no consideration on deemed exercise 2 E AR NE I 8L
of all options outstanding during the year 5,343 9,170
Weighted average number of AT EEREERF A
ordinary shares for the purpose of B /) 2 &A% hE
diluted earnings per share T8 414,766 413,447
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Notes to Financial Statements (Continued)

Y B i Wk (A

31 December 2011 —F——4F+_-H=+—H

17. Property, Plant and Equipment

17. W%  BERRE

Group KE&E
Furniture,
Leasehold fixtures
landand Leasehold  Plantand  and office Motor Construction
buildings improvements  machinery  equipment vehicles in progress Total
G- %E
HELH  HENE BER  RBAE
k#EF %5 W #fh RE  GBIE @3t
HK$'000  HKS'000  HK$000  HK$000  HK$000  HK$'000  HK$'000
FEr TEr T TEr TEr FEx TEn
31 December 2011 “2-—-%+-A=t-H
Cost: B :
At 1 January 2011 RZE——%-A-H 449,813 3,690 69,269 122,847 15,360 26,257 687,236
Additions (rote 83(a)) NE (I73£550) 14,857 = 4,635 11,760 315 6,895 38,462
Disposals/write-off HE /H = = = (5,474) (2,629) = (8,103)
Transfers £ 26,707 - 14 5,384 - (32,105) -
Exchange realignment AR 15,887 - 2,624 4,226 379 654 23,770
At 31 December 2011 RZE——&1ZA
=1-H 507,264 3,690 76,542 138,743 13,425 1,701 741,365
Accumulated depreciation: ZEME
At 1 January 2011 RZE——%-A-H 34,904 3,690 40,117 78,126 11,476 - 168,313
Provied during the year FREE 10,098 = 3,878 18,993 1,316 = 34,285
Disposals/write-off HE s = = = (5,460) (2,608) = (8,068)
Exchange realignment EHAE 1,128 = 1,553 2,623 2n = 5,575
At 31 December 2011 RZB——%+ZA
=1+-H 46,130 3,690 45,548 94,282 10,455 - 200,105
Net book value: BREHE :
At 31 December 2011 RZE——%+ZR
=1+-H 461,134 - 30,994 44,461 2,970 1,701 541,260
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Notes to Financial Statements (Continued)
Y B R W ()

31 December 2011 —F——44+_H=+—H

17. Property, Plant and Equipment contives) 17. Y% - BMERHRE @)

Group REE
Furniture,
Leasehold fixtures
landand  Leasehold ~ Plantand  and office Motor  Construction

buildings improvements  machinery  equipment vehicles  in progress Total
&tk XE
RELH HEWE BER RBAZE

k2T & Ha B "E  HEIR @t

HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$'000
TET TET THET TET TET THET TET

31 December 2010 —E-EF+-fA=1—H
Cost: AR :
At 1 January 2010 R-Z-T£-f—H 157,507 3,690 58847 106,952 14,165 7832 348993
Additions (note 33(@)) WE (Mi330) 280,451 = 8,947 13,822 1,760 2012 327,892
Disposals/write-off e /s = = (826) (4,676) (924) = (6,426)
Transfers B 2,118 - - 3,064 - (5,182) -
Exchange realignment EHAE 9,737 — 2,301 3,685 359 695 16,777
At 31 December 2010 RZE—S4+ZA
=+—H 449,813 3,690 69269 122,847 15,360 26257 687,236
Accumulated depreciation: ZEE
At 1 January 2010 R-2-F5-fA-AH 29,529 3,690 36,618 64,865 10,772 - 145474
Provided during the year FRERE 4,475 - 2927 15,382 1,368 = 24,152
Disposals/write-off e /s = = (810) (4,301) (914) = (6,025)
Exchange realignment 5% 900 - 1,382 2,180 250 = 4712
At 31 December 2010 RZE—Z4TZA
=t+-H 34904 3,690 40,117 78126 11,476 - 168313
Net book value: REFE :
At 31 December 2010 RZZ-Z4+24
=4—E 414,909 — 29,152 44721 3,884 26257 518923
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Notes to Financial Statements (Continued)

Y B i Wk (A

31 December 2011 —&—

4+ H=+—H

17. Property, Plant and Equipment (continued)

The Group’s leasehold land and buildings at cost included

17. V¥ BERRE®

AEBRBEATHEHEFHFA LA ABRAK

above are held under the following lease terms: FIER 2 FE I RIETF ¢

Group

rEE
2011 2010
—E——fF —E-FF
HK$’000 HK$'000
FET FET
Medium term leases in Hong Kong RBEBZF ALY 28,605 28,605
Short term leases outside Hong Kong BREIN FRHFE L 14,938 14,411
Medium term leases outside Hong Kong BEEINZ R EIEL 460,480 403,670
Long term leases outside Hong Kong BTNz REAME ALY 3,241 3,127
507,264 449,813

At 31 December 2011, the Group is still in the progress of
obtaining the building ownership certificate for one of the
buildings in Mainland China with a net book value of

R-E——F+-A=+—H ~EE
ERBEREETRAEER—EEFNY
EMmARES 2 FEEREFEL 10,425,000

approximately HK$10,425,000 (2010: HK$285,055,000). T (2T —TF : 285,055,000/ 7T)
18. Investment Properties 18. REWE
Group
rEE
2011 2010
—E——F —T—TF
HK$’000 HK$000
FHETT FEIT
Carrying amount at 1 January R—A—BZEAEE 217,224 32,000
Additions (note 33(a)) WE (K15 33()) 14,797 177,877
Changes in fair value (notes 6 and 9) NEEEE (MiF6Rk9) 10,916 4,125
Exchange realignment (RS 6,868 3,222
Carrying amount at 31 December R+ A=+—HZEAE 249,805 217,224
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Notes to Financial Statements (Continued)

I 5 i R B G (A
31 December 2011 —_F——4+_-_H=+—H
18. Investment Properties (continued)

19.

The Group’s investment properties are situated at 6th Floor,
Wyler Centre Il, 200 Tai Lin Pai Road, Kwai Chung, New
Territories, Hong Kong and No. 508, Kunming Road, Yangpu
District, Shanghai City, the PRC and were revalued on 31
December 2011 by DTZ Debenham Tie Leung Limited, a firm
of independent professionally qualified valuers, at
HK$42,000,000 and RMB170,400,000 (approximately
HK$207,805,000), respectively, on an open market, existing
use basis.

The investment properties are leased to third parties under

operating leases, further summary details of which are
included in note 34(a) to the financial statements.

Prepaid Land Lease Payments

145

18. REWHE #)
AEEZREMED BIMNRE BT AEE
NEFE00RERP L 2H6ERF R L
AHiGAEEREEKS08 c R ——F
+-A=1+—8 ZWMEVERBLIEE
AERGEMTEHERTAERAGNUER
MmEABRERARRETER A
42,000,000 7T & A & # 170,400,000 7T
(#9207,805,0007& 7)) °

REMENRLEHERFTE=H  EFBE
BB TSR R M 5E 34(a) °

19. AN LHEERE

Group
K&
2011 2010
—E——F —E-TF
HK$’000 HK$’000
FET FEIT
Cost: PR
At 1 January n—HA—H 36,183 4,006
Additions INE = 31,299
Exchange realignment PE H AR 1,323 878
At 31 December Nt+=—A=+—8 37,506 36,183
Amortisation: By -
At 1 January n—HA—H 41 143
Recognised during the year FRER 770 257
Exchange realignment bE X AR 24 1
At 31 December R+ZHA=+—H 1,205 411
Carrying amount at 31 December R+ A=+—BZEHEE 36,301 35,772
Current portion included in prepayments, STAFEMFIE e R EMER
deposits and other receivables (note 22) Az BVERER 1 (Hat22) (780) (752)
Non-current portion FERNAREB 1 35,521 35,020

The leasehold lands situated in Mainland China are held under
medium term leases.

BERBE TN BEARETIRES HIHE
KRR ©
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Notes to Financial Statements (Continued)

A % R R B RE (A
31 December 2011 —F——4F+_-H=+—H
20. Inventories 20. &
Group
AEHE
2011 2010
—E——F —ZF
HK$’000 HK$’000
FET FET
Raw materials R 40,527 46,760
Work in progress ER S 32,880 31,800
Finished goods BIRK fh 527,886 363,057
601,293 441,617
21. Trade Receivables 21. EWEZERX

The Group’s trading terms with its customers are mainly on
credit, except for wholesalers, where payment in advance is
normally required. The credit period is generally for a period of
one month, extending up to three months for major
customers. The Group seeks to maintain strict control over its
outstanding receivables from the sales department to minimise
credit risk. Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and the fact that
the Group’s trade receivables relate to a large number of
diversified customers, there is no significant concentration of
credit risk. The Group does not hold any collateral or other
credit enhancements over its trade receivable balances. Trade
receivables are non-interest-bearing.
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21. Trade Receivables (continued) 21. EWESRR®
An aged analysis of the Group’s trade receivables as at the AEFBNSFEEHBEER 2 EWE SRR
end of the reporting period, based on the invoice date, is as BIREZABZREDITAOT ¢
follows:
Group
rE
2011 2010
—E——F —T-FF
HK$°000 HK$'000
FET FEIT
Within 90 days 90 B A 60,867 62,291
91 to 180 days 912180 H 1,808 2,547
181 to 360 days 1812360 H 606 239
Over 360 days 360 H A 92 11
63,373 65,088
Less: Impairment allowance B BB (698) (250)
62,675 64,838
At 31 December 2011, trade receivables of HK$698,000 R-TE——F+-_A=+—8 A&EEE
(2010: HK$250,000) were individually determined to be FETETARENERE ZBRERA
impaired. The individually impaired trade receivables relate to 698,000/ L ( = T — = 4 : 250,000
customers that were in financial difficulties and only a portion IT) ° {EARIREFEW E 5 BE FhEd 1 IR B 7%
of the receivables is expected to be recovered. Movements in HNE P AR - FEHEIR 6l 4B 2615 FE Uk BR
provision for impairment of trade receivables are as follows: Ko EWE ZRFBERBEZSWNT
Group
TEHE
2011 2010
—E——F —E-FTF
HK$’000 HK$'000
FET FEIT
At 1 January Rn—H—H 250 113
Impairment losses recognised (note 9) BIEEEER (M9) 448 137
At 31 December R+t—A=+—8H 698 250
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21. Trade Receivables (continueq) 21. EWEZERF @)
An aged analysis of the trade receivables that are not RIEBRBEZ EWE 5 BR KR D T a0
considered to be impaired is as follows: T:
Group
AEEE
2011 2010
—B——fF —E-FF
HK$’000 HK$'000
FET T
Neither past due nor impaired AR BRI AR R (B 60,867 62,291
1 to 3 months past due 21 E A =3 A 1,808 2,547
62,675 64,838

Trade receivables that were neither past due nor impaired
relate to a large number of diversified customers for whom
there was no recent history of default.

Trade 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, the
directors of the Company are of the opinion that no provision
for impairment is necessary in respect of these balances as
there has not been a significant change in credit quality and
the balances are still considered fully recoverable.
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either past due or impaired. The financial assets included in
the above balances relate to receivables for which there was
no recent history of default.

Note:

(i) During the reporting period ended 31 December 2009, the
deposit of RMB18,540,000 paid for the land use rights is the
total consideration for the land with an area of 123,350
square metres (the “Shandong Factory Phase II”) adjacent to
the land of the Group’s factory located in Jinan City,
Shandong Province, the PRC.

In December 2010, the deposit of RMB16,826,000 has been
utilised for the grant of land use rights for a piece of land with
an area of 111,944 square metres and has been reclassified
as prepaid land lease payments.

The remaining balance for the deposit paid and related direct
cost for the land use right for a piece of land with an area of
11,406 square metres of RMB2,106,000 (approximately
HK$2,568,000) were included in the non-current portion of
prepayments, deposits and other receivables as at 31
December 2011.

A bt

22. Prepayments, Deposits and Other 22, EANRE -REREMENRK
Receivables MIE
Group Company
S| PN
2011 2010 2011 2010
“2-—-f | ZZ-TF | ZB--F | ZT-FF
Notes HK$'000 HK$'000 HK$'000 HK$'000
=3 FET FAET FET FHET
Prepaid land lease payments BT HEERE 19 780 752 - =
Deposit paid and related direct cost Ut L% + 355 FRHER
for the land use rights ReEREHEEER
in Shandong (i 2,568 2,478 = =
Deposits for acquisition of items of ~ WEEM % « GE MR EER
property, plant and equipment BEfEE 4,258 3,019 = -
Prepayments BRFR 9,373 6,317 237 242
Deposits and other receivables He REMERGR 46,488 42,770 - =
63,467 55,336 237 242
Current portion included in STABRRE - ReREM
prepayments, deposits and & U082 BNEE (R
other receivables (56,641) (49,839) (237) (242)
Non-current portion JEENER R 6,826 5,497 = -
None of the financial assets included in the above balances is Ll R E EREREASRE © 5t

BHRNEREERBOIRARBRN

JEUWFROR -

st -
0

BE_ZTZAE+-_A=+—HIERE
B s ERESARNEE AR
18,540,000 7T & M 15 123,350 F 5 K 2
T (NUERBE—H ) mERE %t
%ﬁmﬁt?&m%mﬁwm%%ﬁmﬁmﬁ

RZE-—ZTFE+_A e ARK
16,826,000 7T E AL HH — 3 L b T 7
11,944 F Kz L ERAEREED
HEABM L AEE -

R-ZZE——F+-A=+—8  &HA
R ¥ 2,106,000 7t (472,568,000 % 7T ) A
REN—HEHETE A 11,406 5K 2
T fFERERS RABEEER I
BEEMRE B REMBKREZ
JEBNERERD A ©
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23. Investments in Subsidiaries

23. REBARzER

Company
AT
2011 2010
—E——F —E—TF
HK$°000 HK$’000
FET FA&T
Unlisted investments, at cost JELETHIRE « AR 381,448 381,448
Due from subsidiaries FE U B B8 A RISRIE 395,730 394,208
Due to a subsidiary FEASt —FEIFT B A ﬂ: B (37,266) (325)
739,912 775,331

The balances with subsidiaries are unsecured, interest-free
and not expected to be settled within the next twelve months

from the end of the reporting period.

Particulars of the principal subsidiaries are as follows:

MEBAR

REHRAEER  RENBHEAR

RS M A E B R 28 A RELR -

TZMBARMFENOT

Place of
incorporation/ Issued and Percentage of
registration and fully paid share/ equity attributable
Name operations registered capital to the Company Principal activities
BRTR
MR, HERH,/
g R R A i B &R EAREEEEED LT TEEH
2011 2010
—E-——F —ZT-TF
Embry Asia Limited Hong Kong HK$100 100 100 Investment holding
RFRF MNERAR BB 1007 7T REER
Embry (Changzhou) Garments Ltd. PRC/ RMB73,200,000* 100 100 Manufacture and trading of
(“Embry CZ")** Mainland China A ¥ 73,200,000 7t * ladies’ brassieres, panties,
ZHIE (BM) REBRR B, B A RE swimwear and sleepwear
([Z 5 M 1) SEERBEEXIERE
WA - KK REEX
Embry (China) Garments Ltd. PRC/ HK$11,000,000 100 100 Manufacture and trading of
(“Embry SZ")** Mainland China 11,000,000 7T ladies’ brassieres, panties,
25 (PE) REARD R B AR swimwear and slespwear
(TZ=FFRYIL) EUERERXIENE
MAB ~ KR R R
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23. RBAR 2 @)

Particulars of the principal subsidiaries are as follows: TERBATIBNGEBELOT : (&)
(continued)
Place of
incorporation/ Issued and Percentage of
registration and fully paid share/ equity attributable
Name operations registered capital to the Company Principal activities
ERTR
MR, HER®D/
g R AR i B &R ARRELEEED L FTEXK
2011 2010
—E——F —T-TF
Embry (H.K.) Limited Hong Kong Ordinary 100 100 Trading of ladies’ brassieres,
(“Embry HK?) &5 HK$45,000 panties, swimwear and
RFF (BB)BRA *Non-voting sleepwear
([=F=ZES]) deferred BEZMWE - N -
HK$4,500,000 KKK ER
i
45,000787T
G TR
EIEAR
4,500,000 7T
Embry (Macau) Fashion Company Macau MOP100,000 100 100 Trading of ladies " brassieres,
Limited (Embry (Macau) ! 100,000 89 % panties, swimwear and
Pronto A Vestir, Limitada) sleepwear
BEEZMWE - N -
KK R R
Embry (Shandong) Garments PRC/ US$10,000,000 100 100 Manufacture and trading of
Limited (“Embry SD”)** Mainland China 10,000,000 % 7T ladies’ brassieres, panties,
ZHF (LR REBRAF] R B ARE swimwear and sleepwear
(TZ=FFILER]) SLERERXIENE
A8 KK REETR
Embry (Shanghai) Company PRC/ HK$238,000,000 100 100 Design, research and
Limited (“Embry SH”)** Mainland China 238,000,000 7 7T development and trading
R (L8 BRAR B, B ARE of ladies’ brassieres,
([&=F5 g l) panties, swimwear and
sleepwear
Rt MR FER
BEERIHE -
WA KK REEX
Embry Garments Limited BVI USS$1 100 100 Investment holding
RERLHS 17T REZR
Embry Group Limited (“EGL") BVI US$472 100 100 Investment holding
EBELEHE 472%TT REER
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23. Investments in Subsidiaries (continued)

Particulars of the principal subsidiaries are as follows:

23. RMTB AR 2R #)

TEMBARNFBET : (£)

(continued)
Place of
incorporation/ Issued and Percentage of
registration and fully paid share/ equity attributable
Name operations registered capital to the Company Principal activities
ERTR
AL, HER®D/
g R AR i B &R ARRELEEED L FTEXK
2011 2010
—g--F | —T-T%
Embry International Limited BVI USS$1 100 100 Investment holding
TR ERERAR ERRUHS e REZR
Gallin Investments Limited Hong Kong HK$2 100 100 Investment holding
HHERERRRE i 28T REZER
Prime Force Advertising Limited Hong Kong HK$20 100 100 Property investment
B 208 7T MERE
Whistleblower Limited BVI US$1 100 100 Holding of trademarks
REETHE e FAMGE

*k

The non-voting deferred shares carry no rights to dividends
(other than for any financial year during which the net profit of
Embry HK available for dividend exceeds
HK$1,000,000,000,000), no rights to vote at general
meetings and no rights to receive any surplus in return of
capital in a winding-up in respect of the first
HK$500,000,000,000,000.

Embry CZ, Embry SZ, Embry SD and Embry SH are registered
as wholly-foreign-owned enterprises under the PRC law.

The registered capital of Embry CZ was increased from
RMB23,900,000 to RMB73,200,000 and was fully paid up
during the year ended 31 December 2011.

Except for EGL, all of the above subsidiaries are indirectly held
by the Company.

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

length.
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24. Cash and Cash Equivalents

24. RERBEEEEY

153

Group Company
rEE AT
2011 2010 2011 2010
—E——F | T | ZEB——F | _T-TF
HK$°000 HK$000 HK$°000 HK$'000
FET FET FET FAT
Cash and bank balances RE MIRTTEE R 179,607 195,090 792 2,499

At the end of the reporting period, the cash and bank
balances of the Group denominated in Renminbi (‘RMB”)
amounted to HK$111,338,000 (2010: HK$175,749,000).
RMB is not freely convertible into other currencies; however,
under Mainland China’s Foreign Exchange Control Regulations
and Administration of Settlement, Sale and Payment of
Foreign Exchange Regulations, the Group is permitted to
exchange RMB for other currencies through banks authorised
to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily
bank deposit rates. Short term time deposits are made for
approximately one week on average depending on the
immediate cash requirements of the Group, and earn interest
at the respective short term time deposit rates. The bank
balances are deposited with creditworthy banks with no
recent history of default.

AEBRHEHAREEAUNARETEZ
B MER1TAE$42 5 111,838,000 L (=&
—ZF 175,749,000 7L ) - AREZET
AEARLRAEMER - HEREPBIKE
ZONEEEIEA] - AR AETE « E0E RATIE
BEMRT  ANEBEESREREETIN
ERXRFGEBIBRITHARBEBRAEEME
% o

RITEFRBREBEEARITERNNEEE 2F
A REFE - RATHERFISHO—
B RIAKEERZREFBRME
Wi B R 2 BT MERMEEF R - ]IT
RRTERN O EBENTEZEERY
RIT -
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25. Trade and Bills Payables
An aged analysis of the Group’s trade and bills payables as at
the end of the reporting period, based on the invoice date, is
as follows:

25.

BRESERRRENEE
AEBERBE ML E A 2 AR BER
R RIERERE A B BB -

Group

rEE
2011 2010
—g——% | —T-TF
HK$’000 HK$000
FHETT FET
Within 90 days 0 HA 31,594 57,979
91 to 180 days 912 180H 10,906 4,704
181 to 360 days 181 2360 H 1,521 741
Over 360 days 360 HIA £ 66 531
44,087 63,955

The trade payables are non-interest-bearing and are normally
settled on 30 to 90 days terms.
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Interest-bearing Bank Borrowings

26. itESRITHER

155

Group
TEE
2011 2010
—E——F —E-TF
Effective Effective
interest interest
rate Maturity HK$’000 rate Maturity ~ HK$’000
BRF= B
(%) Z8A FTHERT (%) = FAT
BABRIT
FAEHFE+1.08ZF
BABRIT
Current ENHA %17 £ +2.50 BBIRT
Bank loans $817TEZ | HIBOR+1.08 to 2012 FEZHFE +1.08 2011
-unsecured A HIBOR+250 —Z——% 48,000 HIBOR+1.08 —ZT——4 20,000
BRRIT
E¥FE+1.08Z
BERIT BBIRT
Non-current  ZEENH E¥FE+225  2013-2016 A¥FE+1.08  2012-2015
Bank loans iR/7E5 | HIBOR+1.08tc —T—=f% —E-—fFx
- unsecured  fEE IR HIBOR+225 =Z—xXx% 163,500 HIBOR+1.08 —Z—H4% 65,000
Group
rEE
2011 2010
—g——%| —T-TF
HK$°000 HK$000
FHET FET
Analysed into: DT
Bank loans repayable: R TS HARERE 2 RITER ¢
Within one year —FR 48,000 20,000
In the second year F_F 53,000 20,000
In the third to fifth years, inclusive E=ZFhF(BEERFE) 110,500 45,000
211,500 85,000
Less: Amount repayable within one year B R—FAEEILY A
and classified as current portion BNEREf m ey & 58 (48,000) (20,000)
Amount classified as non-current portion S RIFRIERE D By & #E 163,500 65,000

The above bank loans are denominated in Hong Kong dollars.
The bank loans are supported by corporate guarantees given
by the Company, bear interest at rates ranging from 1.08% to
2.50% above the Hong Kong Interbank Offered Rate

(“HIBOR”) per annum.

iﬂfﬁf?gﬁﬁ/(/%ﬁg+fﬁ ° Z]S/L\\Ej 2 ?jﬂfﬁ
SEREHATAR  TRESBTRE
78 ([ EBRITAER S ) EFI% 1.08

EE250E1&

o
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27. Other Payables and Accruals 27. HttENRIERESGRIE
Group Company
rEE PN
2011 2010 2011 2010
8% | T %5 | -B——fF | _F-FF
HK$°000 HK$’000 HK$°000 HK$’000
FET FHET FET FET
Other payables H fh fE S FXT8 84,769 167,935 - —
Accruals FEFT IR 87,505 77,253 7,036 6,404
172,274 245,188 7,036 6,404
Current portion included in ST AE A FET FIE &
other payables and accruals &t ERIE 8 BIHAER (5 (149,591) (223,306) (7,036) (6,404)
Non-current portion JEBNER 1 22,683 21,882 = —

Other payables of the Group at 31 December 2011 included a

subsidy of RMB18,600,000 (approximately HK$22,683,000)
(2010: RMB18,600,000, approximately HK$21,882,000)
received from the People’s Government of Jinan, Shandong

Province, the PRC, for the construction cost of basic

infrastructure to be incurred by the Group for the Shandong

Factory Phase Il development.

The amount of HK$6,537,000 (2010: HK$5,980,000) included
in other payables of the Group was due to related companies

as at 31 December 2011. These balances were unsecured,

interest-free and repayable in accordance with normal trading

terms (note 13).

Other payables are non-interest-bearing.
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28. Deferred Liabilities

28.

Deferred liabilities represent the estimated provision in respect
of long service payments which may become payable in the
future under the Hong Kong Employment Ordinance to
employees in proportion to their periods of services with the

Group up to the end of the reporting period.

157

ELES
ELAEREERSHHEEAAREN
R L 2 Bt EE - RERGE AR
BRERRBHRIZEERAKREZFEM
mEE T -

Group
wE
2011 2010
—B——F —E-FF
HK$°000 HK$’000
FET FET
At 1 January n—H—H 3,471 4,155
Provision/(write-back of provision) FE RS (BEREE)
for the year (note 9) (Htat9) 763 (600)
Payments during the year FE 2R - (84)
At 31 December R+—A=+—H 4,234 3,471
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29. Deferred Tax 20, EZERHIE
The movements in deferred tax liabilities and assets during the FRNELERIBEERLREESEWNT
year are as follows:
Group REE
Withholding
Depreciation taxes on
allowance in undistributed Temporary  Withholding
excess of Unrealised profits on difference taxes on
Revaluation related profit of PRC  of provision interest
of properties  depreciation inventories  subsidiaries  and accruals income Total
i
FEAZE WEAR BHER
fetapil ] R RDKER [ HE FSHA
NEER & FEET BB ZEREE ALl &t
HK$'000 HK$'000 HK$'000 HK8000 HK$'000 HK$'000 HK$'000
AT AT TAT AT AT TAT AT
At 1 January 2010 RZT-ZE-F—H 1,650 1,101 (2,609) 12,050 - - 12,192
Deferred tax charged/(credited) to ERERRRIR/ (B8
the income statement BB (frit12)
during the year (note 12) 681 93 (7,886) 9,268 (702) 494 1,948
Payment during the year FRZA = = = (4,483) = = (4483)
At 31 December 2010 and R=E-F4+-A=t-H
1 January 2011 k=F—%-8-A 2,331 1,194 (10,495) 16,835 (702) 494 9,657
Deferred tax charged/(credited) to ERERERNG/(B8)
the income statement LERBE (A 12)
during the year (note 12) 2,230 106 (4,514) 10,986 (7,772) 1471 2,513
Exchange realignment ERBE 15 = = 1,340 (103) 3 1,289
At 31 December 2011 R=F—4F+-A=1+-H 4,576 1,300 (15,009) 29,161 (8,577) 2,008 13,459
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29. Deferred Tax (continued) 29.

The following is an analysis of the deferred tax balances of the
Group for financial reporting purposes:

159

EERIE (2)
MT%$E@MWF$ﬁﬁ§Z S IE
DT -

2011 2010
—g——-%| -—T-T%F
HK$’000 HK$’000
FET FA&T
Deferred tax assets recognised in RERE AR R IER 2
the consolidated statement of FEFRIAA =
financial position (23,586) (11,197)
Deferred tax liabilities recognised in RERE TSI R IERZ
the consolidated statement of RERIEBE
financial position 37,045 20,854
13,459 9,657

The Group has tax losses arising in Hong Kong of
approximately HK$46,063,000 (2010: HK$27,736,000) that
are available indefinitely for offsetting against future taxable
profits of the companies in which the losses arose. Deferred
tax assets have not been recognised in respect of these
losses as they have arisen in the Company and subsidiaries
that have been loss-making for some time and it is not
considered probable that taxable profits will be available
against which the tax losses can be utilised.

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established
in the PRC. The requirement is effective from 1 January 2008
and applies to earnings after 31 December 2007. A lower
withholding tax rate may be applied if there is a tax treaty
between Mainland China and jurisdiction of the foreign
investors. For the Group, the applicable rates are 5% and
10%. The Group is therefore liable for withholding taxes on
dividends distributed by those subsidiaries established in the
PRC in respect of earnings generated from 1 January 2008.

There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders.

AEBRBAEELEZHEEBEEY
46,063,000/ 7L (—F—Z 4 : 27,736,000
BIT) AT E R BRI S E BB AR Z KK

FERBGEN - BN ZFBERTI KB EHE
EiE—BRE R AR R &K B AR B3
RAREN G B ERD S N AT HB AR IEE

B MU ERZEEERRREERIBEEE °

RIE A B ZEFREHUE - R BRI 250
BERERINEEEETIR KB BHN
O%ZEWH BRBRER_ZETNE—
A—HREX  BEARZETLF+=
A=+—B%&2&F o fx B A REELINH
REEMBRIAERE] BMBIEL - AlE
BZEMARMEAERE - EAEEM
= HAMEAE5% K10% - ALt - K&
Mﬁﬁﬂ¢lﬁ¢zwg Gl
NE—A—BRBRELEZBMD IR ZEEH
TEFOFL ©

AN A B () E A% B 1 A% B8 ARE 42 B 5 ) B
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30. Share Capital 30. B
2011 2010
—E——F —E-TF
HK$’000 HK$’000
FET FET
Authorised: JERE
1,000,000,000 ordinary shares of 1,000,000,000 %
HK$0.01 each SREEO.01 B TR T AR 10,000 10,000
Issued and fully paid: BEITRAR
411,324,000 (2010: 406,698,500) 411,324,000 (—Z —Z4F :
ordinary shares of HK$0.01 each 406,698,500 %) FAXEE
0.01 BT E ik 4,113 4,067

A summary of the transactions during the year with reference

FREEARRBCHITRAZES AR

to the above movements in the Company’s issued share THMEMNT -
capital is as follows:
Number of Nominal
ordinary value of
shares of ordinary
HK$0.01 each shares
BREE
0.01 & JTH
ZERHE EEREE
Notes HK$’000
Hiat FEIT
Authorised: SEIE
As at 31 December 2010 and RZZE—ZF+_A=1+—HEK
31 December 2011 —T—%+=ZHA=+—H 1,000,000,000 10,000
Issued: BT
As at 1 January 2010 RZE—FF—H—H 402,148,000 4,021
Share options exercised BEIT{E B AR (@) 4,550,500 46
As at 31 December 2010 RZE—ZTF+-_HA=+—H 406,698,500 4,067
Share options exercised BT i AR (b) 4,625,500 46
As at 31 December 2011 RZE——F+-A=+—H 411,324,000 4,113
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31 December 2011 —F——4F+_-H=+—H

30. Share Capital (continued)

Notes:

() During the reporting period ended 31 December 2010, the
subscription rights attaching to 1,592,500 and 2,958,000
share options were exercised at the subscription prices of
HK$1.81 and HK$1.45 per share, respectively (note 31),
resulting in the issue of 4,550,500 shares of HK$0.01 each at
a total cash consideration of approximately HK$7,172,000, of
which HK$46,000 was credited to share capital and the
balance of HK$7,126,000 was credited to the share premium
account. An amount of HK$4,873,000 had been transferred
from the share option reserve to the share premium account
when the options were exercised.

(b) During the reporting period ended 31 December 2011, the
subscription rights attaching to 1,650,500 and 2,975,000
share options were exercised at the subscription prices of
HK$1.81 and HK$1.45 per share, respectively (note 31),
resulting in the issue of 4,625,500 shares of HK$0.01 each at
a total cash consideration of approximately HK$7,301,000, of
which HK$46,000 was credited to share capital and the
balance of HK$7,255,000 was credited to the share premium
account. An amount of HK$5,102,000 has been transferred
from the share option reserve to the share premium account
when the options were exercised.

161

i ENE )

EE

(@)

BHE-_Z—ZFZF+-_A=+—HIt#K
LR HRIERBES KKK 1.81
& 7T & 1.4578 7T 17 11,592,500 K&
2,958,000 17 B A% 48 = AT B R BE 4 (P =%
31)  BEUABRSKREL7,172,0007%5
JC 3 174,550,500 i & X E {5 0.01 %8 7T
ZW&fn - HA 46,0008 T AR - M
7,126,000/ 7T Z #E#ReT AR (D& (ERR o
=R /T F R 0 4,873,000 7T H
B EFEERERMDEERR -

HE-_Z——F+-A=+—HIERE
B - D REREESRARMD1.818 T
F1.45% 75171#1,650,50017 %.2,975,000
1B AR 2 P BT SR A (T EES1) - EEL
A 48 3] & X 8 497,301,000 JT 2% 17
4,625,500 (X B AR E1E0.01 BT 2 B -
E 46,0007 TTET ABRAS ¢ 117,255,000
BT Z T AR R B o & EARAE
JETTIERF » 5,102,000 78 7T B B A AE (% 1
EEE R RER -
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31 December 2011 —F——4F+_-H=+—H

31. Share Option Schemes
The Company has adopted a pre-initial public offering share
option scheme on 25 November 2006 (the “Pre-IPO Share
Option Scheme”) and a share option scheme on 18 December
2006 (the “Share Option Scheme”) for the purpose of
providing incentives and rewards to eligible participants who
contribute to the success of the Group.

Pre-IPO Share Option Scheme

Eligible participants of the Pre-IPO Share Option Scheme
include (i) any employee (whether full time or part time,
including directors) of the Company, its subsidiaries or
invested entity; (i) any directors or proposed directors
(including independent non-executive directors) of the
Company, its subsidiaries or invested entity; (i) any advisor
(professional or otherwise), consultant, individual or entity who
is in the opinion of the directors of the Company has
contributed or will contribute to the growth and development
of the Group and the listing of the shares of the Company on
the Stock Exchange; and (iv) any company wholly-owned by
one or more eligible participants as referred to in (i) to (iii)
above.

The offer of a grant of share options under the Pre-IPO Share
Option Scheme (the “Pre-IPO Share Options”) may be
accepted not later than the earlier of 21 days from the date of
offer or 28 November 2006, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the Pre-IPO Share Options is determinable by the
directors, which period may commence from the date of the
offer of the Pre-IPO Share Options, and ends on a date which
is not later than ten years from the date of the offer of the
Pre-IPO Share Options or the expiry date of the Pre-IPO Share
Option Scheme, if earlier.

The exercise price of the Pre-IPO Share Options is
determinable by the directors, but shall not be less than the
nominal value of the Company’s shares.

There is no individual limit under the Pre-IPO Share Option

Scheme. No further option can be granted under the Pre-IPO
Share Option Scheme.
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31. Share Option Schemes (continued) 31.

Pre-IPO Share Option Scheme (continued)
Pre-IPO Share Options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

Set out below are the outstanding Pre-IPO Share Options as

B REST 8l e)
BIRABREERBRESTE (&)
R BB AT AR R T AT
AR B S AR R AR F IR M RER -
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UTF&EINA—E——F+=_A=+—H#H

at 31 December 2011: RITEE R AFRESRERE
Number of share options
BREHE
Cancelled Exercise
At Granted orlapsed Exercised At 31 price of
Name or 1 January during during during December Date of grant of Exercise period of share
category of participant 2011 the year the year the year 2011 share options share options* options**
HK$
per share
R=B-—F FREH RZB—-F BRE
SEERZLER -B-8H FREH gA¥ FRBAE tZA=t+-H BRESLAS BRETER fTRE™
SRET
Executive directors
HES
Mr. Cheng Man Tai 218,250 - - (218,250) - 25 November 2006 18 December 2007 to 1.81
17 December 2011
BEFEE —TERET-A=tRER Z—ETtF+-RtN\BZ
“Z—5T-At+tA
Ms. Cheng Pk Ho Liza 125,000 — - (125,000) - 25 November 2006 18 December 2007 to 1.81
17 December 2011
BEELT “ZTNET-A-+RER ZZREET-At/BE
—T——F+-A+tR
Madam Ngok Ming Chu 193,250 - - (193,250) - 25 November 2006 18 December 2007 to 1.81
17 December 2011
EA%LL ZZERE+-AZtAR  ZEZtETZAT/\RE
——%+=A++tH
Mr. Hung Hin Kit ** 83,000 - - (83,000) - 25 November 2006 18 December 2007 to 1.81
17 December 2011
AEGREE ZEENFT-AZTER  ZEREFT-ATAHE
“F-—F+AttA
RHFERBBRAR Fi 2011
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31. Share Option Schemes (continued)
Pre-IPO Share Option Scheme (continued)
Set out below are the outstanding Pre-IPO Share Options as

31. BRESE 2

BRARBENBRETS ()
ATEIR—F——F+=—A=+—HH

at 31 December 2011: (continued) RITEBE R AR ERTERRE : (&)
Number of share options
BREHE
Cancelled Exercise
At Granted orlapsed Exercised At 31 price of
Name or 1 January during during during December Date of grant of Exercise period of share
category of participant 2011 the year the year the year 2011 share options share options* options**
HK$
per share
R=2—-% FREH RZB--% BRE
SREHLHER -B-H FREL AU FREFR  t=A=t-H BRERLAD BRETER fTiE™
BIRET
Independent non-executive
directors
BUFHTES
Mr. Lau Siu Ki 68,000 - - (68,000) — 25 November 2006 18 December 2007 to 1.81
17 December 2011
BREEE “E2ERET-A-THAE +tE+ZAT/\BZE
“E——%+ZA+tA
Mr. Lee Kwan Hung 68,000 — - (68,000) - 25 November 2006 18 December 2007 to 1.81
17 December 2011
FHRE ZETAET-A-tRER ZEFEEFt-AtABE
——#+ZAttH
Prof. Lee T. S. 68,000 - - (68,000) - 25 November 2006 18 December 2007 to 1.81
17 December 2011
FREBE ZEERET-AZtRER  ZEEtET-ATNEE
“ET——F+ZATtAR
Other employees
HitfES
In aggregate 827,500 - (500) (827,000 — 25 November 2006 18 December 2007 to 1.81
17 December 2011
it —EEXNET-A-+ER —EELEt-AtABE
“E——F+ZATtR
1,651,000 - (500)  (1,650,500) -
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31. Share Option Schemes (continued)

Pre-IPO Share Option Scheme (continued)
Notes to the reconciliation of the Pre-IPO Share Options
outstanding during the year:

*k

The Pre-IPO Share Options are vested to the grantees in the
following manner:

25% of such options were vested on 18 December 2007 with
an exercise period from 18 December 2007 to 17 December
2011;

25% of such options were vested on 18 December 2008 with
an exercise period from 18 December 2008 to 17 December
2011;

25% of such options were vested on 18 December 2009 with
an exercise period from 18 December 2009 to 17 December
2011; and

the remaining 25% of such options were vested on 18
December 2010 with an exercise period from 18 December
2010 to 17 December 2011.

The exercise price of each of the Pre-IPO Share Options per
share is 50% of the final offer price of HK$3.62 and is subject
to adjustment in the case of rights or bonus issues, or other
similar changes in the Company’s share capital.

Mr. Hung Hin Kit resigned as a director of the Company with
effect from 1 July 2011.

The fair value of the Pre-IPO Share Options granted during the
reporting period ended 31 December 2006 was estimated at
approximately HK$13,525,000 (HK$2.08 each). With
reference to the vesting period, the Company recognised all
share option expenses in prior years (2010: HK$589,000).

31.
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31. Share Option Schemes (continued) 31.

Share Option Scheme

Eligible participants of the Share Option Scheme include, (i)
any employee (whether full time or part time, including
directors but excluding any non-executive director) of the
Company, its subsidiaries or invested entity; (i) any non-
executive directors (including independent non-executive
directors) of the Company, its subsidiaries or invested entity;
(iiiy any supplier or customer of the Group or any invested
entity; (iv) any person or entity that provides research,
development or other technological support to the Group or
any invested entity; (v) any shareholder of any member of the
Group or any invested entity or any holder of any securities
issued by any member of the Group or any invested entity; (vi)
any advisor (professional or otherwise) or consultant to any
area of business or business development of the Group or any
invested entity; (vii) any other group or classes of participants
who have contributed or may contribute by way of joint
venture, business alliance or other business arrangement to
the development and growth of the Group; and (viii) any
company wholly-owned by one or more eligible participants
as referred in to (i) to (vii) above. The Share Option Scheme
became effective on 18 December 2006 and, unless otherwise
cancelled or amended, will remain in force for a period of ten
years to 17 December 2016.

The maximum number of shares to be issued upon the
exercise of all outstanding options granted and yet to be
exercised under the Share Option Scheme and any other
share option scheme of the Group must not in aggregate
exceed 30% of the shares of the Company in issue at any
time. The maximum number of shares issuable under share
options to each eligible participant in the Share Option
Scheme within any 12-month period, is limited to 1% of the
shares of the Company in issue at any time. Any further grant
of share options in excess of this limit is subject to
shareholders’ approval in a general meeting. Share options
granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are
subject to approval in advance by the independent non-
executive directors of the Company.
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31. Share Option Schemes (continued) 31.

Share Option Scheme (continued)

In addition, any share options granted to a substantial
shareholder or an independent non-executive director of the
Company, or to any of their associates, in excess of 0.1% of
the shares of the Company in issue at any time and with an
aggregate value (based on the closing price of the Company’s
shares at the date of the grant) in excess of HK$5 million,
within any 12-month period, are subject to shareholders’
approval in advance in a general meeting.

The offer of a grant of share options may be accepted within
21 days from the date of offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
directors, which period may commence from the date of the
offer of the share options, and ends on a date which is not
later than ten years from the date of the offer of the share
options or the expiry date of the Share Option Scheme, if
earlier.

The exercise price of the share options is determinable by the
directors, but shall not be less than the highest of (i) the
closing price of the Company’s shares as quoted on the Stock
Exchange’s daily quotations sheet on the date of the offer of
the share options; (i) the average closing price of the
Company’s shares as quoted on the Stock Exchange’s daily
quotations sheet for the five trading days immediately
proceeding the date of offer; and (i) the nominal value of the
Company’s shares.

Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meetings.
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31. Share Option Schemes (continued) 31. BEBRESTE (,,A
Share Option Scheme (continued) BEPRFEET 2 (&)
Set out below are the outstanding share options under the LNTFEIR=—E——F+_A=+—HF
Share Option Scheme as at 31 December 2011: RERES 2T i AR T (BB P AE -
Number of share options
BREHE
Cancelled Exercise
At Granted orlapsed Exercised At 31 price of
Name or 1 January during during during December Date of grant of Exercise period of share
category of participant 2011 theyear  theyear  the year 2011 share options share options options
HK$
per share
= o FREH R-B——F BIRE
SEERZRER -A-H FRRH AN FAEAE +ZA=t+-H FBRER LA BRETRS M
SRET
Executive directors
HTES
Mr. Cheng Man Tai 700,000 — — (300,000) 400,000 5 November 2008 5 November 2009 to 1.45
4 November 2012
Bk “2P/\F+-AEA  TEAF+-ARAE
—F-—Ff+-AmA"
— 35,000 - — 35,000 18 May 2011 18 May 2012 to 5.24
17 May 2016*
“Z—5RA+tNR 2—*¢ﬁﬂ+)\5i
—T—RERRt+EA*"
Ms. Cheng Pik Ho Liza 700,000 - - (300,000) 400,000 5 November 2008 5 November 2009 to 1.45
4 November 2012
PERERT —22)/\F+—ARR ZNFT—RERZE
—E+—AmB*
— 1,460,000 - — 1,460,000 18 May 2011 18 May 2012 to 5.24
17 May 2016
“F——%8A+N\B ZE-—#RAR1+N\HE
—E-REFRAtEA~
Madam Ngok Ming Chu 700,000 — - (300,000) 400,000 5 November 2008 5 November 2009 to 1.45
4 November 2012
ERKZT —ZT\&+—-ARR ZZTNE+-AARZE
—T——F+—-AmA*
- 60,000 - - 60,000 18 May 2011 18 May 2012 to 5.24
17 May 2016**
—Z—%8A+tN\R ZE-—-£HAtN\RZE
—Z-—RERAt+tE*
Mr. Hung Hin Kit** 650,000 - (400,000) (250,000) - 5 November 2008 5 November 2009 to 1.45
4 November 2012
HEG T E™ —ZT\F+—AAR Z—ZETAE+-AARZE
——Ft+-—AmB*
Independent non-executive
directors
BYFHTES
Mr. Lau Siu Ki 700,000 - - (420,000) 280,000 5 November 2008 5 November 2009 to 1.45
4 November 2012
ABERE “FT\F+-ARB ZETNE+-ARBE
“2——Ft+—AmA*
- 100,000 - — 100,000 18 May 2011 18 May 2012 to 5.24
17 May 2016
“T—%RA+/N\R —F——FRAA+/N\BE
72 ANERA+ER™
Mr. Lee Kwan Hung 650,000 — — (169,000) 481,000 5 November 2008 5 November 2009 to 1.45
4 November 2012
THERE —2T\F+-ARB Z=ZINE+-AREE
“E-—E+—AmA*
— 100,000 - — 100,000 18 May 2011 18 May 2012 to 5.24
17 May 2016
—Z—%8A+/\R —F——FRA1+/\RE
“E—RERATLR"
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31. Share Option Schemes (continued) 31.

Share Option Scheme (continued)
Set out below are the outstanding share options under the
Share Option Scheme as at 31 December 2011: (continued)
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B REST 8l e)

B ERTE(2)
AF#FIR =B F+=—A=+—AHE
RHEST 81T R T B R AR © ()

Number of share options
BRERE
Cancelled Exercise
At Granted orlapsed Exercised At 31 price of
Name or 1 January during during during December Date of grant of Exercise period of share
category of participant 2011 theyear  theyear  the year 2011 share options share options options
HK$
per share
R=B——% FREEH R=B-——-% BRE
SEREMLRER =Jg=[g FRET REAM FAETE +t=A=t-H BBRER T A8 BB T8
BRET
Independent non-executive
directors
BUFHTES
Prof. Lee T. S. 580,000 - - (200,000) 380,000 5 November 2008 5 November 2009 to 1.45
4 November 2012
FREHE “ET\F+-ARB ZETNF+-ARAZE
—F-—Ff+—AmA"
- 100,000 - - 100,000 18 May 2011 18 May 2012 to 5.24
17 May 2016**
—Z—%1RAtN\R ZZE-——£HAtN\RZE
:7 ~NFERATER"
Other employees
Hitfgs
In aggregate 4,152,000 — (120,000)  (1,036,000) 2,996,000 5 November 2008 5 November 2009 to 1.45
4 November 2012
@5t —E22\£+-ARA —ETAE+-ARAZE
—F-—Ff+—AmA"
— 18,500,000  (720,000) - 17,780,000 18 May 2011 18 May 2012 to 5.24
17 May 2016**
—Z—%1RA+tN\R ZZE——£RAtN\RE
,Z_/\Eﬁﬁ ++tA*
8,832,000 20,355,000 (1,240,000)  (2,975,000) 24,972,000

Notes to the reconciliation of share options under the Share
Option Scheme outstanding during the year:

* The share options (“the 2008 Options”) are vested to the
grantees in the following manner:

= 30% of such options were vested on 5 November
2009 with an exercise period from 5 November 2009
to 4 November 2012;

— 30% of such options were vested on 5 November
2010 with an exercise period from 5 November 2010
to 4 November 2012; and

— the remaining 40% of such options were vested on 5
November 2011 with an exercise period from 5
November 2011 to 4 November 2012.

FRRBRAERT 8T R RTT A BB A I AR

MI5E
* Eﬁﬂxﬁﬁ(f477 T N\FHEIRE D RATH
B TEEA
- M#%k%m%% —_=F

NE+—PBHBR ﬁﬁ%
BE-TTNF+— Hﬁaif
T——F+—AmA :

ZEBRENOBENR T —
TE+—-BFABEBRE  7EH
AT TF+—HBHEBEC
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31. Share Option Schemes (continued)
Share Option Scheme (continued)
Notes to the reconciliation of share options under the Share
Option Scheme outstanding during the year: (continued)

* The share options (“the 2011 Options”) are vested to the
grantees in the following manner:

= 30% of such options will be vested on 18 May 2012
with an exercise period from 18 May 2012 to 17 May
2016;

= 30% of such options will be vested on 18 May 2013
with an exercise period from 18 May 2013 to 17 May
2016; and

— the remaining 40% of such options will be vested on
18 May 2014 with an exercise period from 18 May
2014 to 17 May 2016.

e Mr. Hung Hin Kit resigned as a director of the Company with
effect from 1 July 2011 and his share options lapsed on the
same day in accordance with the rules of the Share Option
Scheme.

For the reporting period ended 31 December 2011, 20,355,000 share
options were granted and their fair value was estimated at
approximately HK$41,952,000 (approximately HK$2.06 each). The
Company recognised a share option expense of HK$15,183,000
(2010: HK$1,748,000) in respect of the 2008 Options and the 2011
Options during the year.
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31. Share Option Schemes (continued) 31.

Share Option Scheme (continued)

The fair value of the share options under the Share Option
Scheme granted during the reporting period ended 31
December 2011 was estimated as at the date of grant, using
a binomial model, taking into account the terms and
conditions upon which the options were granted. The
following table lists the inputs to the model used:

Dividend yield (%) 1.5
Expected volatility (%) 52
Risk-free interest rate (%) 1.64
Expected life of options (years) 5
Exit rate — director (%) 0
Exit rate — staff except director (%) 14
Weighted average share price (HK$ per share) 5.24

The expected volatility reflects the assumption that the
historical volatility is indicative of future trends, which may also
not necessarily be the actual outcome. The exit rate is based
on the historical data on staff/director turnover rates.

No other feature of the options granted was incorporated into
the measurement of fair value.
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31. Share Option Schemes (continued) 31.

The following share options were outstanding under the
Pre-IPO Share Option Scheme and the Share Option Scheme
during the year:

BIRESTE (2
AT AR P B R A BB AR AR T B
B AR ST T T 4R 17 BB AR A -

2011 2010
—EB——F T —TF
Weighted Weighted
average average
exercise Number exercise Number
price  of options price of options
HK$ HK$
per share per share
hnE g g
THEE BREZHE TEE  FERRIEER
FiRE T HhRETT
At 1 January Kn—H—H 1.51 10,483,000 153 15,523,500
Granted during the year FRE W 5.24 20,355,000 — —
Exercised during the year ~ FATT{E 1.58 (4,625,500) 158  (4,550,500)
Cancelled or lapsed FRFEH KRR
during the year 3.65 (1,240,500) 1.45 (490,000)
At 31 December RI+=—HA=+—8” 4.43 24,972,000 1.51 10,483,000

The weighted average share price at the date of exercise for
share options exercised during the reporting period was
HK$5.28 per share.

The 4,625,500 share options exercised during the year
resulted in the issue of 4,625,500 ordinary shares of the
Company and new share capital of HK$46,000 and share
premium account of HK$7,255,000 (before issue expenses),
as further detailed in notes 30 and 32(b) to the financial
statements.

At the end of the reporting period, the Company had
24,972,000 share options outstanding under the Share Option
Scheme. The exercise in full of the share options would, under
the present capital structure of the Company, result in the
issue of 24,972,000 additional ordinary shares of the
Company and additional share capital of approximately
HK$250,000 and share premium account of approximately
HK$110,376,000 (before issue expenses).

Subsequent to the end of the reporting period and at the date
of approval of these financial statements, the Company had
24,722,000 share options outstanding under the Share Option
Scheme, which represented approximately 6.01% of the
issued share capital of the Company as at that date.
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32. Reserves

(@)

Group

The amounts of the Group’s reserves and the
movements therein for the current and prior years are
presented in the consolidated statement of changes in
equity of the financial statements.

The contributed surplus of the Group represents (i) the
excess of the nominal value of the shares of the
subsidiaries acquired pursuant to the reorganisation of
certain members of the Group which took place on 31
December 1992, over the nominal value of EGL’s
shares issued in exchange therefor; (i) the premium
arising from the shares issued by EGL for settlement of
the amount due to the ultimate holding company of
HK$15,841,000; (i) the premium arising from the
acquisition of Embry HK from the non-controlling
interests of HK$5,000,000; and (iv) the excess of the
nominal value of the share capital of the subsidiaries
acquired pursuant to the group reorganisation, over
the nominal value of the share capital of the Company
issued in exchange therefor and the then existing
10,000,000 shares of HK$0.01 each credited as fully
paid at par.

In accordance with the relevant regulations applicable
in the PRC, subsidiaries of the Company established in
the PRC are required to transfer a certain percentage
of their profits after tax, if any, to the enterprise
expansion and statutory reserve funds, which are
non-distributable, before profit distributions to
shareholders. The amounts of the transfers are subject
to the approval of the board of directors of these
subsidiaries.

The Group applied the transitional provision HKFRS 3
which permits goodwill in respect of acquisitions which
occurred prior to 1 January 2001, to remain eliminated
against the consolidated reserves. The amount of
goodwill remaining in consolidated reserves, arising
from the acquisition of subsidiaries prior to 1 January
2001, was stated at cost, which amounted to
HK$3,168,000 (2010: HK$3,168,000) as at 31
December 2011.

32. &

(@)
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31 December 2011 —F——4F+ - H=+—H
32. Reserves (continued) 32. B
(o) Company (b) ZARQF
Retained
Share Share profits/
premium  Contributed option (accumulated
account surplus reserve losses) Total
REER/
RiaER  BEHBRR BRERE (RHER) @t
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
fifat FET FET FET FET FAT
At 1 January 2010 W=Z-%F-f—-H 334,714 381,248 10,204 38,013 764,179
Profit for the year ERRA - - - 34,429 34,429
Total comprehensive ERZARAGS
income for the year - - - 34,429 34,429
Issue of shares BIRG 30(a) 11,999 - (4,873 - 7,126
Equity-settled share BRI
option arrangements BRERY 31 = = 2,337 = 2,337
Share options lapsed ERERK - = (112) 12 =
2009 final and special dividends ~ EREE XA =EEAE
declared and paid REARERIIRS 15 - - - (28,300) (28,300)
2010 interim dividend “T-TERHRE 15 = = = (12,170) (12,170)
At 31 December 2010 RZE-ZF
and 1 January 2011 +-A=t-H
RZT——F
—A-A 346,713 381,248 7,556 32,084 767,601
Loss for the year FEBR = = = (15,139) (15,139)
Total comprehensive FREELLAR
expense for the year = - - (15,139) (15,139)
Issue of shares BIRG 30b) 12,357 - (5,102) = 7,255
Equity-settled share option MESES 7
arrangements BRER S 31 - — 15,183 — 15,183
Share options lapsed BREXY - - (221) 221 -
2010 final and special dividends &K R E %
declared and paid —T-TERH
RERIRE 15 - = = (32,803) (32,803)
2011 interim dlvidend “E2——ERERE 15 = - - (12,305) (12,305)
At 31 December 2011 RZZ——4F
+=A=1+-H 359,070 381,248 17,416 (27,942) 729,792
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32. Reserves (continued)

(b)

4+ H=+—H

Company (continued)

The contributed surplus of the Company represents
the excess of the then net assets of the subsidiaries
acquired by the Company pursuant to the group
reorganisation, over the nominal value of the share
capital of the Company issued in exchange therefor
and the then existing 10,000,000 shares of HK$0.01
each credited as fully paid at par. Under the
Companies Law of the Cayman Islands, the
contributed surplus may be distributed to the
shareholders of the Company, provided that
immediately following the date on which the dividend is
proposed to be distributed, the Company will be in a
position to pay off its debts as and when they fall due
in the ordinary course of business.

The share option reserve comprises the fair value of
share options granted which are yet to be exercised,
as further explained in the accounting policy for share-
based payment transactions in note 2.4 to the financial
statements. The amount will either be transferred to
the share premium account when the related options
are exercised, or be transferred to retained profits
should the related options expire or be forfeited.
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33. Note to the Consolidated Statement of
Cash Flows
Major non-cash transactions

(@)

Pursuant to an agreement entered into between a
subsidiary of the Company and an independent third
party on 15 October 2009, the Group has agreed to
acquire a property located in Shanghai City, the PRC,
at a consideration of approximately RMB380,638,000
which is for office and commercial use with 14 floors
with a construction area of approximately 11,430
square metres. At 31 December 2009, the deposit was
paid at approximately RMB190,319,000.

In the last quarter of the reporting period ended 31
December 2010, the Group took possession of the
property. In addition to the consideration of the
property, the Group has also incurred an amount of
approximately RMB14,997,000 on renovation.

As at 31 December 2010, the total cost of the property
was RMB395,635,000 (approximately
HK$457,105,000), excluding the capitalising of finance
costs of HK$1,223,000.

During the reporting period ended 31 December 2010,
the Group had paid an amount of RMB118,363,000
(approximately HK$136,051,000) for the property and
the related finance costs of HK$1,223,000. The
remaining balance for the acquisition of the property of
RMB86,953,000 (approximately HK$102,297,000)
was included in other payables and accruals as at 31
December 2010.

During the reporting period ended 31 December 2011,
the Group has paid an amount of RMB111,566,000
(approximately HK$131,951,000) for the property,
which included the settlement of other payables of
RMB86,953,000 (approximately HK$102,297,000), the
additional building cost of HK$14,857,000 and
investment property of HK$14,797,000.
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33. Note to the Consolidated Statement of
Cash Flows (continued)
Major non-cash transactions (continued)

)

During the reporting period ended 31 December 2009,
the deposit of RMB18,540,000 paid for the land use
rights is the total consideration for the land with an
area of 123,350 square metres (the “Shandong Factory
Phase II”) adjacent to the land of the Group’s factory
located in Jinan City, Shandong Province, the PRC.

In December 2010, the deposit of RMB16,826,000
has been utilised for the grant of land use rights for a
piece of land with an area of 111,944 square metres
and has been reclassified as prepaid land lease
payments.

The remaining balance for the deposit paid and related
direct cost for the land use right for a piece of land with
an area of 11,406 square metres of RMB2,106,000
(approximately HK$2,568,000) were included in
prepayments, deposits and other receivables as at 31
December 2011.

34. Operating Lease Arrangements

(@)

As lessor

The Group leases its investment properties (note 18)
under operating lease arrangements, with leases
negotiated for terms ranging from one to three years.

At the end of the reporting period, the Group had total
future minimum lease receivables under non-
cancellable operating leases with its tenants falling due
as follows:
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33. KEREREXRMT 2
TEHFRERFH (&)

(b)

BE-_TTAST-A=+—81
MEEME - M E RS AR
& A R #18,540,000 T A& ® &
128,350 5 oK 2 £ ([ LU R E
ZHD®MBRE B AARE
B AP BILRE ER MR °

R-ZZE—ZTE+_A REARK
16,826,000 7T B A A b i — 3% £ i
A8 111,944 3 75 2K 2 1 i {5 FA 4
MEENBEABN I HAERIE -

R-B——F+=-A=+—8 &
R AR 2,106,000 7T (492,568,000
B BRI — LA E A
11,406 F 75 K 2 T (F AR & K
HEEEER UBEEEMNK
I8~ e R EHAEBGRIENA °

34. KEHEOZH

(@)

fEREHEA
AEBRBECEANTHEARE
Y (K5E18) » AAUNTF—2=
FEHBEITRER o

RIS HRERE - REAEE S
HEFIL 2 PRI HEHEEHY - K
SERNAT B2 RRKEEKE
TR

Group
REE
2011 2010
—E——F = —TF
HK$’000 HK$’000
FAET FHEIT
Within one year —FR 6,172 1,914
In the second to fifth years, inclusive F_EZERF (BEEERE) 6,317 —
12,489 1,914
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34. Operating Lease Arrangements (contiued) 34. RERHZH %)
(b) As lessee b) EREEA
The Group leases certain of its shops, counters, AREERBEKEHAOLZHHRABET
warehouses and office properties under operating JBEE B EERBAEME
lease arrangements with leases negotiated for terms A —Z N\ FFHEITEER ©
ranging from one to eight years.
At the end of the reporting period, the Group had total RBEHB&ERE  BEAREERZ
future minimum lease payments under non-cancellable TR REEEESHY - KREERAT
operating leases falling due as follows: HHZ RRARER S AR N ¢
Group
rE
2011 2010
—E——F —E—EF
HK$°000 HK$'000
FET F&T
Within one year —FR 86,377 78,345
In the second to fifth years, inclusive F_EZELF (BREEERT) 41,812 42,829
After five years AFE = 31
128,189 121,205
In addition, the Group has entered into agreements toh s NREBET S QAR
with department stores to enable the Group to set up #FUAEASEEEE AR ARK
its retail outlets therein. The operating lease rentals for ZEH FREEARZIEHER
the use of their floor areas in department stores are i 2 &M TIRIEEE
based on the higher of a fixed rental or contingent rent HeBgAHeMmEP L BaEE
based on sales of the retail outlets pursuant to the TE o SR & THIR B B8 Hh e Pk
terms and conditions as set out in the respective ZIEF R RTE R 2 EEE
agreements. As the future sales of these retail outlets EoHRZETEHZARARIEER
could not be accurately determined, the relevant RELERMETF - WEBXAES
contingent rent has not been included above and only WARBEE LR - EREHIHE
the minimum lease commitments have been included T E I -
in the above table.
The Company had no operating lease arrangement at the end R EHARAERE  AArWELERLY
of the reporting period. ZH o
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35. Commitments

35. &I

179

At the end of the reporting period, the Group had the following R ERREGEER - REB ZREWAT ¢
commitments:
2011 2010
—E2——F —E-TF
HK$’000 HK$’000
FETT FETL
Contracted for capital commitments RERFPEEEREFZ
in respect of its wholly-owned WE 2z B R KB AR IE
investments in the PRC = 57,976
Contracted for commitments in respect BEME BEMEKEZ
of the acquisition of property, EEIESES
plant and equipment 10,079 12,334
Authorised, but not contracted for FRILRRE —HERE
commitments in respect of & 7 KA EBARETA
investment in Shandong Factory R
Phase Il development 121,844 121,898

The Company had no significant commitment at the end of

the reporting period.

ARAFRREREGEE B I BB AEIE
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31 December 2011 —&F——44+ - H=+—H
36. Financial Instruments by Category 36. ERSHMZzE@MIA
The carrying amounts of each of the categories of financial REEHEAERRESRIANKREE
instruments as at the end of the reporting period are as NN
follows:
Financial assets TREE
Loans and receivables B R KA
Group
AL
2011 2010
—E——F —E-TF
HK$’000 HK$’000
FET FEIT
Trade receivables FEUE 5 AR 5K 62,675 64,838
Financial assets included in prepayments, FIATERFIE - He M
deposits and other receivables HEMERFIE S RMEE 4,159 2,816
Cash and cash equivalents He RIRSZEEY 179,607 195,090
246,441 262,744
Financial liabilities TRIBHE
Financial liabilities at amortised cost AT E 2 SR A E
Group
AE
2011 2010
—E——F —E-TF
HK$’000 HK$’000
FET FHEIT
Interest-bearing bank borrowings T EIRITIEK 211,500 85,000
Trade and bills payables JERE SRR RENZE 44,087 63,955
Other payables and accruals H fth fE A 3008 K E R RUB 149,591 223,306
405,178 372,261
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W e R B Rk (A
31 December 2011 —-F——4%+_"H=+—H
36. Financial Instruments by Category 36. ERPHMZ2EMI A
(continued)
Financial assets TREE
Loans and receivables B R EW A
Company
AAT
2011 2010
—E——F —E-TF
HK$’000 HK$’000
FET FETL
Due from subsidiaries FE BT/ A BRI 395,730 394,208
Cash and cash equivalents Re R\ EEY 792 2,499
396,522 396,707
Financial liabilities e =R
Financial liabilities at amortised cost NG EZ BB (&
Company
RAF]
2011 2010
=E——F —E-TF
HK$’000 HK$’000
FET FET
Due to a subsidiary FEf —RM B A R FIE 37,266 325

37.

Contingent Liabilities 37.

In addition to the contingent liabilities disclosed elsewhere in
these financial statements, the Group also had the following
contingent liabilities as at 31 December 2011:

A subsidiary of the Company is currently being enquired by
certain government bodies regarding the compliance of
relevant foreign exchange rules in the PRC in relation to the
remittance and use of funds in the course of purchase of the
Embry Tower in Shanghai in 2009 and 2010. In the opinion of
the directors, based on the legal advice from the Group’s legal
counsels, since the enquiry process is not yet concluded,
whether or not the relevant company will be subject to any
punishment and, if so, the amount of the ultimate liabilities (if
any) cannot be measured with sufficient reliability, no provision
has been made at this time.

HAREE

BRABEREREM THRENNRAE
Sh RZE——FF+ZA=1+—H ' &%
EMBEATSRARRE :

ARA—EHEB AR BAEXE THRFE
AerE BERE_TTENFR_ZT—TF
BELBRZAFAERETREAETE
RARERECHBZTEINELR -EF
R REAKRBZZBERZER AR
BEBRERATE  BFRALAREERXE
BRI TRERETE EXEEE - RKAE
(WB) 2 ERARERDASEHAE - A
£ 18 B AT AT SRR o
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38. Financial Risk Management Objectives 38.

and Policies

The Group’s principal financial instruments, comprise cash,
short term deposits and interest-bearing bank borrowings.
The main purpose of these financial instruments is to raise
finance for the Group’s operations. The Group has various
other financial assets and liabilities such as trade receivables
and trade payables, which arise directly from its operations.

The main risks arising from the Group’s financial instruments
are interest rate risk, foreign currency risk, credit risk and
liquidity risk. The directors review and agree policies for
managing each of these risks and they are summarised below.

Interest rate risk

Cash flow interest rate risk is the risk that the future cash flows
of a financial instrument will fluctuate because of changes in
market interest rates. The Group is exposed to both fair value
and cash flow interest rate risks. The Group’s exposure to
market risk for changes in interest rates relates primarily to the
Group’s bank borrowings with a floating interest rate.

At present, the Group does not intend to seek to hedge its
exposure to interest rate fluctuations. However, the Group will
constantly review the economic situation and its interest rate
risk profile, and will consider appropriate hedging measures in
future as may be necessary.

As at 31 December 2011, the post-tax profit of the Group
would have been decreased/increased by approximately
HK$1,058,000 (2010: HK$425,000) if the interest rates has
been increased/decreased by 50 basis points with all other
variables held constant.
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38. Financial Risk Management Objectives 38.
and Policies (continueq)
Foreign currency risk
The Group carries on its sales and purchases transactions
mainly in Hong Kong dollars and RMB. As the foreign currency
risks arising from the sales and purchases can be set off with
each other, and hence is not significant to the Group. It is the
policy of the Group to continue maintaining the balance of its
sales and purchases in the same currency. The Group does
not use derivative financial instruments to protect against the
volatility associated with foreign currency transactions and
other financial assets and liabilities created in the ordinary
course of the business. However, as the Group’s net profit is
reported in Hong Kong dollars, there will be a translation gain
as a result of the RMB appreciation, and vice versa. The
majority of the Group’s operating assets are located in
Mainland China and are denominated in RMB.

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in the
RMB exchange rate, with all other variables held constant, of
the Group’s profit after tax and equity (due to changes in the
fair value of monetary assets and liabilities).

183

BEEREEBERBE®@
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AEBEEUABTRARBETEER
Zc ARNEREBEEL ZIMNER KRR B
Hi - AUHAEEBEROZEEMN - K
KEZBRABBEHFUBRAEEETE
BZVE  AEESYEATES R T AR
HHBEEEBERZINERGREM SR
BENMBEMMSZKE - A BRA
SEZEAMAETZES - MARETHER
wORE e - RZ IR - REB AN
REBEANRHBEANE  XAARES
o

THRIITAREMEE B - EFA R
TEEFMHETEOERT - AEEOR
Btk A BRI A RISE R AR A
BED 7 HAE (AR EEEERAEND
TEED) -

Increase/

Increase/ (decrease)
(decrease) in profit after
in RMB rate tax and equity
AR MRBRER
Ext#H - RERESZMS

(T#) OGR4
% HK$'000
FE&T

2011 —EB——F
If Hong Kong dollar weakens against RMB WA T ARERE 5 25,032
If Hong Kong dollar strengthens against RMB BT H AREE (5) (25,032)
2010 —E-TF
If Hong Kong dollar weakens against RMB BT ARBERE 5 22,210
If Hong Kong dollar strengthens against RMB ST ARBHE (5) (22,210)
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38. Financial Risk Management Objectives
and Policies (continueq)
Credit risk
The Group trades only with recognised and creditworthy
customers. It is the Group’s policy that all customers who
wish to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are monitored on
an ongoing basis and on an individual basis. Each of the
customers has been attached with a trading limit and any
excess of the limit must be approved by the general manager
of the operation unit. Under the tight control of the credit term
and detailed assessment of the creditworthiness of individual
customers, the Group’s exposure to bad debts is maintained
as minimal.

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents and other receivables,
arises from default of the counterparty, with a maximum
exposure equal to the carrying amounts of these instruments.

Further quantitative data in respect of the Group’s exposure to
credit risk arising from trade receivables are disclosed in note
21 to the financial statements.

Liquidity risk

Liquidity risk is the risk of non-availability of funds to meet all
contractual financial commitments as they fall due. The
Group’s objective is to maintain a prudent financial policy, to
monitor liquidity ratios against risk limits and to maintain a
contingency plan for funding to ensure that the Group
maintains sufficient cash to meet its liquidity requirement.

The Group continued to enjoy a strong financial position with

cash and cash equivalents amounting to HK$179,607,000 as
at 31 December 2011 (2010: HK$195,090,000).

The Group financed its operations and investment activities by
internally generated cash flows and bank borrowings.
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38. Financial Risk Management Objectives 38.

and Policies (continueq)
Liquidity risk (continued)

The maturity profile of the Group’s financial liabilities as at the
end of the reporting period, based on the contractual
undiscounted payments, was as follows:
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REBETRRE#)
RBEEHRGEER  AERERIES LR
ANFEEZeRABRIIHANT

Group rE
Within

On demand 1 year 1-5 years Total
RER —FR —ZHF Fobe]
HK$000 HK$000 HK$000 HK$'000
F&ET FAT FET F&T

2011 —E——fF
Interest-bearing bank borrowings 5+ BIRTT{E X = 51,311 168,883 220,194
Trade and bills payables ENEZRFRENEE 38,658 5,429 - 44,087
Other payables and accruals H I 508 R ERTFUR = 149,591 = 149,591
38,658 206,331 168,883 413,872

2010 “E-TF
Interest-bearing bank borrowings 5t B4R 1 T{E K - 21,024 66,502 87,526
Trade and bills payables EREZRERRENEE 7,949 56,006 = 63,955
Other payables and accruals H i N IE N fE T e — 223,306 — 223,306
7,949 300,336 66,502 374,787

As at 31 December 2011, the Company provided guarantees
to banks in connection with banking facilities of
HK$310,000,000 (2010: HK$190,000,000) granted to its
subsidiaries, of which approximately HK$260,000,000 (2010:

HK$85,000,000) was utilised.

W-F——F+-A=+—A F2FA
H BB 2 7]# 310,000,000 8L (—ZE—=

£ 190,000,000 7 7T ) #R1T{

ARITIR

HIER - E 2 E) A 4 260,000,000 T
—Z—T4 : 85,000,0007T) °

ZHRFERBERAT F#H 2011




186

Notes to Financial Statements (Continued)
Y B i Wk (A

31 December 2011 —F——4F+_-H=+—H

38. Financial Risk Management Objectives 38.

39.

and Policies (continueq)

Capital management

The Group manages its capital to ensure that the Group will
be able to continue as a going concern while maximising the
return to the owners through the optimisation of the debt and
equity balance where appropriate. No change was made in
the objectives, policies or processes for managing capital
during the years ended 31 December 2011 and 2010.

The capital structure of the Group consists of net debt which
includes bank borrowings and equity attributable to owners of
the Company. Equity attributable to owners of the Company
comprises issued share capital, reserves and retained profits
as disclosed in the consolidated statement of changes in
equity.

The Company monitors capital using a gearing ratio, which is
total bank borrowings divided by the equity attributable to
owners of the Company. The gearing ratios as at the end of
the reporting periods were as follows:

BEEREEBERBE®@

EAREE
ARBERHEANERARE T RE
& RNEEERERECEERESE
SROER) SHEAANBREEZAK - 1
BE_F —SRk-F-FTF+=H
=t—ALFE BEEEAZER KX
HIRFF A R -

AEBEAERBEREHFREPEER
TTIERE AN R AR ARG - AR 7]
BBEAEREBRECREAEREDRMK
BHEBITRA - 6 RREER -

ARREBEEREL RS (BIERTHER
REBERARNRREAARGRE) EEE
Ko RIBERAREERBLRWT

2011 2010

—E——F —E-FTF

Group rE HK$’000 HK$’000

FETT FET

Interest-bearing bank borrowings sHEIRITER 211,500 85,000
Equity attributable to owners of the RARHEE AEhER

Company 1,269,926 1,109,672

Gearing ratio BEBBEHLE 16.7% 7.7%

Approval of the Financial Statements
The financial statements were approved and authorised for
issue by the board of directors on 28 March 2012.
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