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Financial Highlights

MBEHE

For the year ended 31 December

BE+-A=+—HLEE

2011 2010

—E——F —E—EF Change

HK$’000 HK$’000 bof)

FET FH&T %

Revenue Wz 10,503,988 7,735,711 +35.8

Gross profit EAH 1,284,075 910,586 +41.0

Profit for the year FER 380,759 314,956 +20.9

EBITDA BT E R 1,248,134 989,733 +26.1
EPS (HK cents) (Remark 1) FREEF GBAL) (BIFE1)

- Basic —HK 13.76 11.45 +20.2

— Diluted —EE 13.76 11.45 +20.2
DPS (HK cents) (Remark 2) FRERE B GBI (M5 2)

— Interim — A Hf 3 4 -25.0

- Final — R Hf 25 1 +150.0

Remark 1: MfaET :

The calculation of basic earmnings per share and diluted earnings per share for the
year ended 31 December 2010 have been adjusted for the bonus issued and the
share subdivision that have been approved by the shareholders at the extraordinary
general meeting held on 19 January 2011.

Remark 2:

The interim dividends in aggregate of 3 HK cents (2010: 4 HK cents based on
ordinary share in issue after the adjustment for the bonus issued and the share
subdivision that have been approved by the shareholders at the extraordinary
general meeting held on 19 January 2011) per share amounting to approximately
HK$83 million were paid and payable in 2011 to shareholders on the register of
members of the Company at the close of business on 20 June 2011, 18 October
2011 and 20 December 2011, based on 2,768,037,398 ordinary shares in issue
respectively.

The final dividend of 2.5 HK cents per share based on 2,768,037,398 ordinary
shares (2010: final dividend of 1 HK cent, based on 2,767,982,398 in respect of the
year ended 31 December 2010) has been proposed by the directors and is subject
to approval by the shareholders in the forthcoming annual general meeting.

BE—T-ZF+ - A=t+—HUIFEZS8RERRNEE
BEERN A HERBRRR T ——F— A+ BB
BRERFFRIAE L 2 BBITAR R AR IRARIE L 35

fat2

ANA AR B #172,768,037,398 IR LB AT E - DRI =
T——FRNAZ+A - ZE2——F+A+N\BHERZZE—F
T AT B ERMARIEIARRBRERMZIREIR
NRENZZE——FHHRSERAIBIW(ZE—FF -
ERER=ZZE——F— AT+ NABRITZREFRIARS LE
ZEBTAR RO FAFH AR EZERTERRTES
f&4%EN) - & K083 BT ©

BEDEFR2,768,037,308 R L BT E - IREKRLKE
B 258 (—F—24F : 1£2,767,982,398 B AL 1) 5T E &
E-T-FEFE+ A=+ -ALFEZRERESR1E
i) - BN EERRBFE RS IE

Basic earnings and dividends per share (HK cents)

SRERBFIREE (Bl)
HK cents
Al
- M DPS &l E :
21.45 20.91
20
13.76
= 100 10.00 11.82 11.45
10 7.82 73 8.7 8.7 . .
4.18 4.7 4.9 5.0 5.5
0
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
* The calculation of basic earnings per share and dividends per share for the year from 2002 to 2010 have been adjusted for the bonus issued
and the share subdivision that have been approved by the shareholders at the extraordinary general meeting held on 19 January 2011.
* ZEE R T -TFEHBRELTEFIRGIRIREZAEEHRER-E——F— AT NAETZREFFIAG FHEZ B EFITARRR
JR17HRARIEH E -
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Financial Highlights
HERE

Analysis of EBITDA, gross, operating and net profit margins (%)
HENERBHARBE  EFF - KEBAEURMARED (%)
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Financial Highlights -
BB EE *

Turnover by geographlcal segments

RiLE S EE D

4 JAPAN 3 JAPAN
B 4 OTHERS A 3 OTHERS
2 EUROPE Hity 2 EUROPE Htty

2l
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4 HONG KONG
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SOUTH KOREA

69 70
CHINA CHINA
HE HE

2011 2010

7 Electronic consumer products
o

8 Electromc consumer products
ETHEER

EFHEER

93
LCD products
BERBURERE R

2011 2010

92
LCD products
R BN R E M

LC sales breakdown

e iH E A

csTNicp 18
¥ aiEmhm ) a
B ARFERES

cstnico 10
¥ B A 1) B
REBFETR Y

25 20

Mono STN & TN LCD Mono STN & TN LCD
BESTNETNGR SRR RS BESTNETNR AR REE
65 62
TFTLCD TFT '—CD
5&@55 /éﬁ% EE,EE
BB /ﬁlaaﬁT\E‘%

2011 2010
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The Chairman’s Statement

ERBREE

Truly International Holdings Ltd. (the “Company”) has made a
breakthrough of HK$10 billion revenue for the year ended 31
December 2011 and it is a new milestone of the Group. The
Company has also achieved the target of double digit growth in
revenue which was made last year and represented an increase by
approximately 35.8% compared with 2010. Although the global
economy was unstable in 2011, particular in Europe and USA, the
Group can still enjoy the sustained growth in smart phone market,
particular in China. Our liquid crystal display (“LCD”), capacitive touch
panel and high resolution Compact Camera Module (“CCM”) products
have continuously obtained benefits from the successful and mature
global smart phone market. Along with the sustained tidal wave of
smart phone in China, it is expected that there is still a growth in the
Group’s revenue in 2012.

The Group’s profit margin was still under pressure due to continuing
increase in China workers’ wages and finance cost. Same as previous
years, most of these increased costs cannot be transferred
immediately to our customers. However, the Group’s gross profit
margin (12.2%) still can be slightly improved in 2011 compared with
2010 (11.8%) that is mainly attributed to significant increase in
revenue and the positive effect of economy of scale from large scale
of production. The Group has accelerated the automation process in
the production lines in order to reduce the adverse effect from
increasing wages in China.

Profit attributable to shareholders of the Company was approximately
HK$381 million. This is not in line with the growth rate of the Group’s
revenue in 2011 due to significant decline in the value of available-for-
sale investment in HannStar Display Corporation as at 31 December
2011 by approximately HK$106 million. Besides, the Group has
provided the remaining profits tax amounting to HK$80,889,000
(2010: HK$55,000,000) for the year ended 31 December 2011
relating to the years of additional assessment from 2001/2002 to
2005/2006 as the Group has withdrawn the appeal to the Board of
Review according to professional advice and recent court rulings of
relevant precedent cases. Therefore, the tax dispute case relating to
years of additional assessment from 2001/2002 to 2005/2006 has
been closed in February 2012 and the relevant tax payment of
approximately HK$136 million has been fully settled in February 2012.

It is worth to note that significant decline in the value of available-for-
sale investment would not have any immediate impact on the Group’s
cashflow.

BE_Z——F+A=+—BLLFE E7H
BRBRAB(ARRA D U ERBE100EETT

RAEBERREIHOEIZE - ARFA YT
EHEFETHNEUBERER B_T—FF
EINKI35.8% c  BE_FT——FE2HKETRE
(LERERMEER)  AEBEDEARERE
BEFRMISNHEER  LEHRETHE - K&H
MR mEB TR ([LCD]) - MEERTRFMSEE

EMAAERER(CCM)) EmBEX BN K
WEESK I EZIRE L FIKMS - BEEE ﬁ%fpr%
FHRBEPBEXDEE  BHRLASE K=
—ZFNEHEER-
HRFBETATERMBEARELA  K~&E
REFEDAZE - EBAEF—5K - KREHKAEFA
REZANREERE TR - ﬁ‘ﬁﬁ AEERZE

——FHEME(22%)NER=_F—ZTF(11.8%)
BEENE  TERANRSE AR KRELE
EEFTA R 2 MR AE A IEE B AT SN - NEEE N
Ri@?%@@k&kvuhﬁ¢lI§T%i
FHEROTFIFE

ll

RATRREMEEMNOR/IBIERT  EHAE
BT —FRamERRY BN - TIHRAE
BTEEENDARAANAHLERER-F
——F+ZA=1T—HAMEEKE TKL1.0618
BITAIE - WO REBEFEEE R I AR S
ML EAONER  AEBEEREMHRE LHE
Sem L KEIEA%ZZ‘\E_f**Eﬂ—*H
_+ ALFEER-_ZT2—F /—ZTT_F=
ggﬂ/_gw/\ifgﬂﬁﬁﬁﬁl\ﬁ%aﬁ%’ﬁﬁ
80,889,000 7T (= —Z £ : 55,000,000 7T )
E’J‘E%Tﬂ/eﬁﬁéﬁ At BE_TZT—F /=
“HE_TER/CEERFENEING
a?L*ZEI’\ﬁRﬁ%%%%‘EE’\\_%T—_E_H,\\E.EE gl
BMRA1 3B EATER T~ F - ABHET -

BAR HEERENEBERBETH®ETE
E#ﬁzliﬁmiii/m%EET{{T%é% °
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The Chairman’s Statement

ERBREE

On behalf of the Board of Directors, | would take this opportunity to
thank our management team, all Board members and our staff for
their hard work and dedication. | would also like to express my
gratitude to our shareholders, business partners, and banks for their
continuous support to the Group.

Lam Wai Wah
Chairman

Hong Kong, 26 March 2012
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Management Discussion and Analysis

BIEREWNE DM

Business Review

Revenue for the year recorded a significant growth of approximately
35.8% amounting to around HK$10.5 billion (2010: HK$7.7 billion).
Although the global economy was unstable in 2011, China economy
has still been sustaining growth in 2011. Therefore, the significant
growth in revenue in 2011 was mainly attributed from China economy
growth. Audited profit for the year was approximately HK$381 million
which was approximately 20.9% more than the last corresponding
year in 2010 (approximately HK$315 million). The gross profit margin
for the year was slightly increased to around 12.2% (2010: 11.8%)
but net profit margin was slightly decreased to approximately 3.6%
(2010: 4.1%). The management believes that the Group’s profit
margins could be maintained in 2012 by growth in revenue and the
positive effect of economy of scale from large scale of production.

The Group’s LCD business including touch panel business was about
93% of the total revenue for the year. Other businesses including the
sales of compact camera modules and printed circuit boards
accounted for approximately 7% of the Group’s revenue in 2011. The
management believes that the smart phone market would still keep
hot in coming few years, particular in China. Our major products
would be continuously benefited by this trend.

Segment Information

Information reported to the executive directors of the Company being
the chief operating decision maker, for the purpose of resources
allocation and assessment of performance is focused on the sales of
different type of products. Inter-segment sales are charged at a cost
plus a percentage of mark-up. Thus the group is currently organised
into two operating segments which are sales of LCD products and
electronic consumer products. The information of each operating
segment is as follows:

manufacture and distribution of LCD and
touch panel products

LCD products -

manufacture and distribution of
electronic consumer products such
as compact camera module, personal
health care products and electrical
devices

Electronic consumer -
products

E 3 C1)

FER - WHABIERL35.8% E4105FBHE T (=
T—TF77EBT)  BE T —FRHEH
TEBE BEPEKBEN _Z——F N EEEIE
Al 22— FRZHABERFTERZE
R EMEEEER - FRLEEZGEFHA3.81E
B R E—FET—TF(K3A5EBT) L
£4920.9% c FREFREHM EAZH12.2% (=
T—FF 1 11.8%) B M EBEHOHR L =L
36%(ZT—THF 1 41%) - EEERALAEER
FHERZZ—Z—Fr]EBNRER R AREE
E FIT #5212 F8 A8 4575 [E T AP 1S A4 45 o

AEENRABREES (BREERES) QG
FRBUEZ93% - BIEMILERERE N ERIE
BIRHEEANEMEBRNEAEE_—T——F
Weasa) 7% - EEERAEEFEM SN ARREEF
DREEHESEE(CLERETR)  MAKEN
TEERBHEXBRNUBY -

2EAR

AARRATER(NEBLERRE) MEAD
AR RFHEERBENREER SRR TR
EmiHE - DHEEE HNRRASNEEED
LESC8H o EE - AN E B BT R AR A S R {E 28

BREDBNERIT

7R R RN 2R EE BUE KD B &R BN
Ko BB Y B 2 o
ETHEEM RERDHETHEE

% () 0 040 2 4B 1 2
@ BABREEE
BRETEME)
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Management Discussion and Analysis
SHEENWR WM

Segment revenues and results THWERES

The following is an analysis of the Group’s revenue and results by ~ RNEBIRLE NRED B DR A R EEDIT
operating and reportable segments: (U

For the year ended 31 December 2011 HE —T——Ff - A=1—HIFE

LCD Electronic

products consumer Segment
R ERE products total  Eliminations Consolidated
Em EBTHEER pa ok s 24
HK$000 HK$000 HK$'000 HK$'000 HK$'000
TET TET TET TR TR
REVENUE g
External sales AN 9,760,564 743,424 10,503,988 - 10,503,988
Inter-segment sales DEEREHEE - 409,057 409,057 (409,057) -
9,760,564 1,152,481 10,913,045 (409,057) 10,503,988
RESULT £
Segment results NEEE 838,488 38,353 876,841 (10,492) 866,349
Impairment loss on AL ERE
avallable-for-sale investment REEE (106,026)
Finance costs BSER (65,110)
Unallocated expenses RAWHAL (23,867)
Profit before tax BArE A 671,346
For the year ended 31 December 2010 BE—E—FEf = = —HEE
LCD Electronic
products consumer Segment
RN e products total Eliminations  Consolidated
Em STHEEM NEEE g e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TET FET THT THT
REVENUE [
External sales AN 7,147,133 588,578 7,735,711 - 7,735,711
Inter-segment sales SERHEE - 181,146 181,146 (181,146) -
7,147,133 769,724 7,916,857 (181,146) 7,735,711
RESULT ES
Segment results GEES 541,297 26,260 567,557 4,627) 562,930
Finance costs BHRER (43,414)
Unallocated expenses AOEHEY (30,352)
Profit before tax A& F 489,164
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Management Discussion and Analysis

BIEREWNE DM

Geographical information

The following table set out information about (i) the Group’s revenue
from external customers by location of customers and (i) the Group’s
non-current assets by location of assets.

i EE R

TREINNAEEREF AR D BENINEER
P e K i) AR BIRE EFT MR D R H) SERE)
BEEMER

Revenue from

external customers

Non-current assets

IR FERBEE
31.12.2011 31.12.2010
2011 2010 —E——F —E-FTF
—E——F —T-ZF +ZHA=+—-H +=ZA=+—H
HK$’000 HK$’000 HK$’000 HK$'000
FExT FHET FET FET
People’s Republic of YN
China (“PRC”) ([E]) 7,270,648 5,450,319 4,700,796 4,359,578
South Korea [ 1,768,581 1,277,092 - -
Japan B 387,028 233,640 - —
Hong Kong &5 383,563 347,741 56,388 61,926
Europe BOM 275,684 156,905 - -
Others Hith 418,484 270,014 1 5
10,503,988 7,735,711 4,757,185 4,421,509
Outlook B

Looking forward to 2012, the global economic conditions remain
challenging due to weakening US and European economies. Besides,
China recently lowers 2012 GDP growth target to 7.5%. The demand
for LCD products including smart phone might be weakened because
consumers spending power would be weakened. However, we have
confident to sustain a growth in 2012 as we believe that the smart
phone market would continue to grow in 2012.

The Group has been continuing to take more actions on cost control
and inventory control to encounter unstable economy situation. The
Group would accelerate the production automation to reduce the
negative effect from continuing increase in China labour wages.

Marketing teams and production planning continue to be closely
integrated to work out the best costing structure to achieve the
optimal operating and financial results for the Group.

RE-FT——F BREXELEMNEERY =
BRAS RO AL A T 4 DR K o e Sh - R BT HAEE K
TR CEMERNEEREERBETEETSS
LCDER(BREHEFE) NBRAIGEEEHEE
MEEDTRMBD - A AEBEHEE=F
——FBRRETRMSRSEELR  AEBAE
DR T —FRERSER -

RE B — NBE AR BREUE & ORI i R T B 2
BIHEE - AR S A IRE MAEAM MR o AN 5 B
REBECEEER  UREPETATEREE
MR BEZE -

mIZEHER R EERBGEBEZTAE - AH

EREMKRARE  EMEBEARENEE LM

ERERERAR « —T——FFH 1



Management Discussion and Analysis

BIEREWNE DN

Financial Analysis

Investment, Assets and Liabilities

During the year, the Group acquired plant and machinery amounting
to approximately HK$641 million and properties under development
amounting to approximately HK$122 million for the purpose of
expanding its manufacturing capacity in the China factory campus.

Total assets were increased by approximately 27.6% to approximately
HK$10,099 million which comprised approximately HK$5,286 million
of current assets, approximately HK$4,560 million of property, plant
and equipment and approximately HK$253 million of other non-
current assets. Total liabilities were approximately HK$5,702 million,
of which approximately HK$4,865 million were current liabilities and
approximately HK$837 million were non-current liabilities.

Liquidity and Financial Resources

Revenue for the year were increased by approximately 35.8%. Profit
for the year was increased by approximately 20.9% and earnings per
share was increased by 20.2%.

As at 31 December 2011, the outstanding bank borrowings, net of
fixed deposits and cash and bank balances, were approximately
HK$1,927 million (2010: approximately HK$1,412 million). These
borrowings bear interest at prevailing market rate.

The financial position of the Group is still healthy and ready for future
capital expansion while keeping a sufficiently high level of fixed
deposits and cash and bank balances (approximately HK$1,106
million at 31 December 2011) together with adequate unutilised
banking facilities. The gearing ratio based on total interest bearing
debts, net of fixed deposits and cash and bank balances was
approximately 43.8%.

Capital expenditure of around HK$342 million for the next three years
in respect of acquisitions of property, plant and equipment was
authorized but not contracted for. Their expected sources of funding
will be principally from internal reserves.

12 Truly International Holdings Limited ¢ Annual Report 2011

B BRI 3 A

RE -BEERERE

FR AKRERBERERBERNEERM 2 ERE
NERENCAEETZME LS - A @E
WN22BB L2 RERTYE -

BEATEIE NG 27.6% E#100.998E T &
STE452.86 BB ILRBIEE - £945.60188 T
¥ WMELEREBEUALD253EETEMIETEE
E o BBENAST.02EET  EPBEIEL48.65
BATRBAGBNYSITEETIERT ARG -

RBESRIHKEER
FN WRZERL35.8%  RFERMERLD
20.9% ' K ERAFIBREL20.2% °

R-ZFB——F+-A=1+—8B KREERTEE
(BB EFRARIR S MIRITHER) K7/519.27
FET(ZZ—ZF : 141288 T) - ZZREE
ZMRIMRBRITH S ERMERE

REBZ B EFER ERANEEaER
B EHEFARRE RRITEEFE(R_E—F
T+ A=+—HBAAE11.06EET)  MEHZ
KRERPITHEREE - BB KRE ZEARBRE T
T BARABGBHRRT BEKARE (R EHEF
FANIRE MBI st B 45 43.8% °

ARR=F  BEHB4R2EBETZERTHEAE
BEME BENERE  LECEREERRR]
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Management Discussion and Analysis

BIEREWNE DM

General

On 19 January 2011, three ordinary resolutions were passed at the
Extraordinary General Meeting of the Company to increase the
authorized share capital from HK$65,000,000 (divided into
650,000,000 ordinary shares of HK$0.10 each) to HK100,000,000
(divided into 1,000,000,000 ordinary shares of HK$0.10 each), to
subdivide each issued and unissued shares of HK$0.10 each into 5
subdivided shares of HK$0.02 each (the Share Subdivision was
effective on 20 January 2011), and to issue Bonus Shares on the
basis of one new for every 10 shares held (a total of 251,634,763
Bonus Shares of HK$0.02 each were issued on 28 January 2011)
separately. During the year, the Company issued 55,000 ordinary
shares of HK$0.02 each under the share option scheme at
HK$0.3993 per share for an aggregate consideration of
HK$21,961.50. The new shares rank pari passu with the existing
shares in all respects and the issued share capital of the Company
was accordingly increased to approximately HK$55,361,000 at 31
December 2011.

The state of the Group’s current order books is very strong.

Except for investments in subsidiaries and available-for-sale
investments, neither the Group nor the Company had held any other
material investments during the year.

Additions to fixed assets mainly in properties under development and
plant and machinery were approximately HK$796 million. As at 31
December 2011, the Group had no pledge or mortgage on its fixed
assets.

Around 17,000 workers and staff are currently employed in our Shan
Wei factory in China and around 100 personnel in the Group’s Hong
Kong office. Total staff costs for the year were approximately HK$987
million.

The Group had no material contingent liabilities at the balance sheet
date and exposure to fluctuations in exchange rates will be hedged, if
any.

—R=E

R=ZZT——F—A+HhH KRRV EREER
AeEBB-HETBARE  DRBEERAAR
65,000,000 7T (49 A650,000,0000 &A% EI{E0.10
BT 2 B A% ) 3 Z=100,000,0005 T( D A
1,000,000,000 i F IR EIH0.10/8 T 2 LK)
BEREE0A0E Lz B 31T M AR BITRD I 4
BRREREE.028 T2 4k (m (AR D ¥ 48
R-E——F—A-+HER  RESEHEETR
R — AR 2 EEBITA R (R T ——
F-AZ+ ) \BAHRBITEREE2E LA
1% 251,634,763 %) o F A - AR BRI B R AERT
2 LA A% 0.3993 7 7T 3 17 55,000 A% & A% [ 1E 0.02
BT T BREH21,961.50/8 7T c ZEH
R EBERNES TR ZERZEF A2
AN —E——F+ - A=+—HB 22 B&TRAR
I 18 H1 2 %9 55,361,000 8 7C ©

AEERE ZFTEBERIFFERT -

BB R RRE R HEERESN  AEERAK
RAYERFARBTAEMERRE

BEBEARE(NERPYE  BMENMESAT)
MRTBEAETL - R-_T——F+_A=1+—H8"
AREE EGHE T EEE HREM -

WIEHE17,000 8 TAKREEFEARNEE MR
BAILEZ TH > ME K100 E TRERAK
EEREMNER AFEETHKRALYAESTE
BT e

AEENGEEEAMBTONEARREE  WHE
FRE R - RIS HETTE o
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Management Discussion and Analysis

BIEREWNE DN

Other Information

Dividends

The directors recommend the payment of a final dividend of 2.5 HK
cents (2010: 1 HK cent) per share for the year ended 31 December
2011, based on ordinary shares in issue (number of ordinary shares
issued at 28 February 2012: 2,768,037,398), to shareholders whose
names appear on the Register of Members on 28 May 2012
(Monday). It is expected that the final dividend payments will be made
to shareholders on 5 June 2012, Tuesday, subject to the Company’s
shareholders’ approval at the Annual General Meeting of the
Company.

The interim dividends in aggregate of 3 HK cents per share (2010: 4
HK cents based on ordinary share in issue after the adjustment for
the bonus issued and share subdivision that have been approved by
the shareholders at the extraordinary general meeting held on 19
January 2011) were paid and payable in 2011 to shareholders on the
register of member of the Company at the close of business on 20
June 2011, 18 October 2011 and 20 December 2011, based on
2,768,037,398 ordinary shares in issue.

The total dividend payout ratio for the year was about 40%.

Customers and suppliers

In the year under review, sales to the five largest customers
accounted for approximately 41.3% of the total sales of the Group
and purchases from the five largest suppliers accounted for less than
30% of the total purchases of the Group.

For the year ended 31 December 2011, our largest customer
accounted for approximately 12.6% of the total sales of the Group.

As at 31 December 2011, none of the directors, their associates, or
any shareholders which to the knowledge of the directors owned
more than 5% of the Company’s issued share capital had any
beneficial interests in the Group’s five largest customers and/or five
largest suppliers mentioned in the preceding paragraph.
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BRE
EEEERERTEEAR(R=_ZE—=F=A
ZHNBZEBETEBREE : 2,768,037,398%)
HE AR E-——FRA-TNB(EH—)Z
R EMzBRRENEE—_E——F+=A
= t—HULEFEZRBERESR25BIU(ZE—
TFE 1B - ERAARBEREBR T —=_F
ARAB(EHZ) RN FRE - HALARRBRE
RARBIRRBFE RS EHE -

RN A INE B 317 2,768,037,398 it E MM AT & -
AR —_E——FNA-+H - ZFE——%+f8
FTNEERZE——FF+ A THEERHEER
RBAVARRRRAMzZBRRGRENSZZ
——FHRHEEAEERIBLN(ZZ—ZF &
BER-_ZE——F— A+ NBERITZEREREFRK
e i EZ BEITAR MO IFMIEL HEER 2
BEITLBIRETE R4B) -

FRZBRBLELRZA0% °

BEERMER

BEFR  MAXEPETZHERNGAEH
BIHEBMIB LERAAHERZBERIGAE
EEBEEETEI0% °

BE-T——F+-A=t+-BLEE A%
SABPHIREEREEE 12.6% -

R-ZFB——F+-A=+—H BEEF #KF
ZHMBEARBEEMAREAANRRCHTRARE
B5% RN ATRPIAAEB I ATF R,/ & H
A EE P R M E s -



Management Discussion and Analysis

BIEREWNE DM

Directors and Senior Management

Biographical details of the directors of the Company and senior
management of the Group are set out as follows:

Mr. Lam Wai Wah, aged 59, is the Chairman and Managing Director
of the Company. He is the founder of the Group and has over 35
years of experience in the electronics industry. He is primarily
responsible for the formulation of the Group’s overall strategic
planning and business development.

Mr. Wong Pong Chun, James, aged 53, is an Executive Director of
the Company and the Chief Operating Officers of the Group. He is
responsible for the Group’s operations in respect of internal controls
and risk management, investors’ relationship and external affairs. He
joined the Group in 1987.

Mr. Cheung Tat Sang, aged 56, is an Executive Director of the
Company. He is responsible for the sales of the Group’s LCD
products and other electronic components. Prior to joining the Group
in 1989, he had been the sales manager for a number of electronics
companies for over 10 years.

Mr. Li Jian Hua, aged 48, is the Head of the Group’s LCD Production
Division and an Executive Director of the Company. Mr. Li graduated
from the Jilin University of Technology and Engineering Management
in 1987 and joined the group in 1989. Prior to joining the Group, he
worked in a multinational motor car manufacturer in Guangzhou City,
the PRC for almost two years.

Mr. Chung Kam Kwong, aged 54, is an independent Non-executive
Director of the Company and the Chairman of the Group’s Audit,
Remuneration and Nomination Committees. He is a practising
Certified Public Accountant in Hong Kong and is members of the
Hong Kong Institute of Certified Public Accountants and the
Australian Society of Certified Practising Accountants and a council
member of the Macau Society of Certified Practising Accountants.
Mr. Chung has extensive experience in accounting and financial
management and has been the independent Non-executive Director,
management consultant and Company Secretary of a number of
listed companies in Hong Kong.
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Management Discussion and Analysis

BIEREWNE DN

Mr. Ip Cho Ting, Spencer, aged 53, is an independent Non-executive
Director and members of the Group’s Audit, Remuneration and
Nomination Committees. He is the holder of a Bachelor of Science
degree from the University of Wisconsin, Green Bay, U.S.A. Mr. Ip is
a member of the Institute of Financial Planner of Hong Kong and is
the Senior Financial Advisor of a professional insurance company in
Hong Kong.

Mr. Heung Kai Sing, aged 63, is an independent Non-executive
Director and members of the Group’s Audit, Remuneration and
Nomination Committees. He has experience in textile industry.

Mr. Ma Wai Tong, aged 40, is the Group’s Chief Financial Officer. He
graduated from the Hong Kong Polytechnic University with a
bachelor’s degree in accountancy. He is a member of the Hong Kong
Institute of Certified Public Accountants. Mr. Ma joined the Group in
January 2011 and had 15 years of auditing, accounting and financing
experience including four years with major international accounting
firms and over ten years in senior accounting positions in various
industries.

By order of the Board
Lam Wai Wah
Chairman

Hong Kong, 26 March 2012
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Directors’ Report

EETHEE

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

Principal Activities

The Company acts as an investment holding company. Its
subsidiaries are principally engaged in the manufacture and sale of
liquid crystal display products and electronic consumer products
including compact camera module, personal health care products
and electrical devices.

Results and Appropriations

The results of the Group for the year ended 31 December 2011 are
set out in the consolidated statement of comprehensive income on
page 36.

Interim dividends in aggregate of 3 HK cents per share, amounting to
approximately HK$83,041,000, was paid and payable to the
shareholders during the year.

The directors now recommend the payment of a final dividend of 2.5
HK cents per share based on the number of ordinary shares in issue
(number of ordinary share issued at 28 February 2012:
2,768,037,398) to the shareholders of the Company whose names
appear on the register of members on 28 May 2012, amounting to
approximately HK$69,201,000.

Property, Plant and Equipment

During the year, the Group acquired plant and machinery and
properties under development amounting to HK$641,002,000 and
HK$122,476,000 respectively for the purpose of expanding its
manufacturing capacity in Shan Wei City, Guangdong Province in the
People’s Republic of China.

Details of these and other movements in the property, plant and
equipment of the Group during the year are set out in note 16 to the
consolidated financial statements.

Share Capital
Details of movements during the year in the issued share capital of

the Company are set out in note 29 to the consolidated financial
statements.
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Directors’ Report
EEEREE
Distributable Reserves of the Company

The Company’s reserves available for distribution to shareholders as
at 31 December 2011 were as follows:

ARz A DikEE

RZE——F+_A=+—H  ARFAIDKT
MR 2 T -

2011 2010

—E——F —E-FF

HK$ HK$

BT BT

Share premium R fmE 549,156 554,168
Special reserve RIS 17,492 17,492
Retained earnings REB % A 32,828 34,743
599,476 606,403

Under the applicable laws of the Cayman Islands, the share premium
of the Company is available for distributions or paying dividends to
shareholders subject to the provisions of its Memorandum or Articles
of Association and provided that immediate following the distribution
or paying dividend the Company is able to pay its debts as they fall
due in the ordinary course of business.

The special reserve of the Company represents the difference
between the net book values of the underlying assets of the
Company’s subsidiaries acquired at the date on which the shares of
these companies were acquired by the Company, and the nominal
amount of the Company’s shares issued for the acquisitions.
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Directors’ Report

EETHEE

Directors

The directors of the Company during the year and up to the date of
this report were:

Executive directors:
Lam Wai Wah

Wong Pong Chun, James
Cheung Tat Sang

Li Jian Hua

Independent non-executive directors:
Chung Kam Kwong

Heung Kai Sing

Ip Cho Ting, Spencer

In accordance with Articles 100 and 120 of the Company’s Articles of
Association, Chung Kam Kwong, Heung Kai Sing and Ip Cho Ting,
Spencer retire and, being eligible, offer themselves for re-election.

The independent non-executive directors are subject to retirement by
rotation in accordance with the above articles.

No director proposed for re-election at the forthcoming Annual
General Meeting has a service contract with the Company or its
subsidiaries which is not determinable by the Group within one year
without payment of compensation (other than statutory
compensation).

Directors’ Interests in Contracts of Significance

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company had
a material interest, whether directly or indirectly, subsisted at the end
of the year or at any time during the year.
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Directors’ Report

EETHEE

Directors’ Interests in Shares and Underlying
Shares

At 31 December 2011, the interests of the directors and their
associates in the shares and underlying shares of the Company and
its associated corporations, as recorded in the register maintained by
the Company pursuant to Section 352 of the Securities and Futures
Ordinance, or as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies, were as
follows:

Long positions

(a) Ordinary shares of HK$0.02 each of the Company

EEZROREBERDERS

R 2 7 B 2 5 R O 5 35 852 AT AR T
ZERMAR - WRBETRANEEETESR
SNBETAVENGARAREEHARSHA
BAFZEM R-T——F+-A=F—8
FERABRARA ZAQ A RAIIEE 2]

0 RAERAR I T

"R

(@) AAFEBREEO0.2EBTZEER

Number of issued

Percentage of
the issued share

20

ordinary shares capital of
Name of director Capacity held the Company
e A=Y <oy LER NI A=Y - £6)
EEnE 4 ZER#E RAEBDL
%
Lam Wai Wah Beneficial owner 1,154,422,000 41.71
B EHEAA
Held by spouse (note 1) 74,844,000 2.70
mEcERA (1)
1,229,266,000 44.41
Wong Pong Chun, James Beneficial owner 43,835,000 1.58
mHIE EmBAA
Held by spouse (note 2) 1,650,000 0.06
mECERA (HFE2)
45,485,000 1.64
Cheung Tat Sang Beneficial owner 3,949,000 0.14
SRESE EmAA
Li Jian Hua Beneficial owner 10,788,000 0.39
FEE EnEE A
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Directors’ Report

EETHEE

(b) Share options (b) R
Number of Number of
Name of director Capacity options held underlying shares
EERE 514 iz BIRES B HERGHE
Lam Wai Wah Beneficial owner - -
MEE EnlEA
Wong Pong Chun, James Beneficial owner 48,950,000 48,950,000
|mHE EmEA
Cheung Tat Sang Beneficial owner 48,950,000 48,950,000
SRiES EmEAA
Li Jian Hua Beneficial owner 22,825,000 22,825,000
TR EnlAA
Held by spouse (note 3) 24,200,000 24,200,000
mEcERA (FHE3)
144,925,000 144,925,000
Notes: P

1. Lam Wai Wah is deemed to be interested in 74,844,000 ordinary shares of 1. MEEWR BHEE 74844000k A ER BERAE
the Company, being the interests held beneficially by his spouse, Chung BHA 2 AR E LB o
King Yee, Cecilia.

2. Wong Pong Chun, James is deemed to be interested in 1,650,000 ordinary 2. EHIEWEE AEE 1,650,000 kA ERBREEES
shares of the Company, being the interests held beneficially by his spouse, BEZAAREBRERS -
Lai Ching Mui, Stella.

3. Li Jian Hua is deemed to be interested in 24,200,000 share options of the 3. TEEWAR A 24,200,000 HER BB EREE
Company, being the interests held beneficially by his spouse, Guo Yu Yan. B 2NN R B EER -

Other than as disclosed above, none of the directors nor their fREXFTBBEESIN RZF——F T A=1—
associates had any interests or short positions in any shares and B SEFNHEBEAMBREESAARIETH
underlying shares of the Company or any of its associated AEROR B2 (TR B ) B AR B B3 "2 A o] 4 2 30k

A

corporations as at 31 December 2011. A

o
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Directors’ Report

EETHEE

Share Options B

Particulars of the Company’s share option schemes are set out in BN QAT IRETE| 258N ABER R
note 34 to the financial statements. F 34718 o

The following table discloses movements in the Company’s share  NRIFBEAN 7 ZERBENF AN 2 &) -
options during the year:

Number of options
BREHA
Adjustment Adjustment
Outstanding at in respect of inrespectof  Exercised/lapsed Outstanding at
Option type 1.1.2011  share subdivision bonus issue during year end of year
RZZ--F REL
BRESH -B-REATHE  RRAKEER  RROARER  FRTE/AX HAR{TE
Category 1: Directors
5-% E%
Lam Wai Wah 2001 - - - - -
WEE
Wong Pong Chun, James 2001 - - - - -
B
2003 4,400,000 17,600,000 2,200,000 - 24,200,000
2006 4,500,000 18,000,000 2,250,000 - 24,750,000
Cheung Tat Sang 2001 15,000 60,000 7,500 (82,500) -
il
2003 4,400,000 17,600,000 2,200,000 - 24,200,000
2006 4,500,000 18,000,000 2,250,000 - 24,750,000
Li Jian Hua (Note) 2003 8,550,000 34,200,000 4,275,000 - 47,025,000
FRE (M)
26,365,000 105,460,000 13,182,500 (82,500) 144,925,000

Note: Li Jian Hua is deemed to be interested in 24,200,000 2003 shares options,  FisE : 2% #17 & ¥ 4 24,200,000 15 B LB EH &=

being the interests held beneficially by his spouse, Guo Yu Yan. DA —TT-FREREER -
Category 2: Substantial shareholder FoE FERR
Other than the share options previously held by Lam Wai Wah, no BMHEZEBEFHAE 2 EREN ARG HERE
share option has been granted to other substantial shareholders. fthE BRI T EARHE o
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EETHEE

Number of options
BREHA

Adjustment Adjustment
Outstanding at in respect of in respect of Exercised  Outstanding at
Option type 1.1.2011  share subdivision bonus issue during year end of year
RZZ--F REL
BREERN -A-BEATR  RROFERE  RROARSER FRTE e RATHE
Category 3: Employees 2003 25,625,000 102,500,000 12,812,500 - 140,937,500
$=8 E8 2006 4,500,000 18,000,000 2,250,000 - 24,750,000
30,125,000 120,500,000 15,062,500 - 165,687,500

The weighted average closing price of the Company’s shares
immediately before the dates on which the options were exercised

was HK$1.74.

Arrangement to Acquire Shares or Debentures

Other than the share option schemes disclosed above, at no time
during the year was the Company or any of its subsidiaries a party to
any arrangements to enable the directors of the Company to acquire
benefits by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate.
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Directors’ Report

EETHEE

Substantial Shareholders

As at 31 December 2011, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the Securities
and Futures Ordinance shows that other than the interests disclosed
above in respect of Lam Wai Wah, the following shareholders had
notified the Company of relevant interests in the issued share capital
of the Company.

Long positions

Ordinary shares of HK$0.02 each of the Company

FERR

B EXIRBEARWEERA ZEDI - RIEAN
NREERE S MR EGRIIEIBCHARTFIEE
ERECHAFE BE-_FT——F+_-A
=+—HB TIRREHAGEARRERAREZ
EETBRATHEE 2 Ak -

L3y}

AAFEREEO02E T ZEER

Percentage of

Number of the issued
issued ordinary share capital of
Name of shareholder Capacity shares held the Company
iz B 81T HAERARZE BT
REREE 14 ZBERYE BABDL
%
Chan Kin Sun (note) Beneficial owner 158,950,000 5.74
PR32 (BIEE) BEmEAA
Held by spouse 54,208,000 1.96
MECERA
213,158,000 7.70

Note: Chan Kin Sun and his spouse, Cheng Kwan Ying, Jennifer, are deemed to
be interested in 213,158,000 shares of the Company.

Other than as disclosed above, the Company has not been notified of
any other relevant interests or short positions in the issued share
capital of the Company as at 31 December 2011.

Emolument Policy

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

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

The Company has adopted share option schemes as an incentive to

directors and eligible employees, details of the schemes are set out in
note 34 to the consolidated financial statements.
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Directors’ Report

EETHEE

Pre-Emptive Rights

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

Purchases, Sales or Redemption of Listed
Securities

There was no purchase, sale or redemption of the Company’s listed
securities by the Company or any of its subsidiaries during the year.

Model Code

None of the Directors of the Company is aware of information that
would reasonably indicate that the Company was not in the year
under review in compliance with the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix 10
to the Rules Governing the Listing of Securities (the “Listing Rules”)
on the Stock Exchange of Hong Kong Limited.

Audit Committee

The Company has an Audit Committee which was established in
accordance with the code provisions of the Corporate Governance
Code (the “Code”) for the purposes of reviewing and providing
supervision over the Group’s financial reporting matters and internal
controls. The annual results of the Group for the year ended 31
December 2011 has been reviewed by the Audit Committee which
comprises all the three independent non-executive directors namely
Mr. Chung Kam Kwong (being the Chairman), Mr. Ip Cho Ting,
Spencer and Mr. Heung Kai Sing, and Mr. Wong Pong Chun, James,
an executive director, as members. They meet at least four times a
year.

The Group has received, from each of the independent non-executive
directors, an annual confirmation of his independence pursuant to
Rule 3.13 of the Listing Rules. The Company considers all of the
independent non-executive directors are independent.

Remuneration and Nomination Committees

The Company has a Remuneration Committee and a Nomination
Committee respectively which were established in accordance with
the relevant requirements of the Code. The two Committees are
chaired by Mr. Chung Kam Kwong, an independent non-executive
director and comprise three other members, namely Mr. Ip Cho Ting,
Spencer and Mr. Heung Kai Sing, being independent non-executive
directors and Mr. Wong Pong Chun, James, an executive director of
the Company.
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EETHEE

Corporate Governance

The Board considers that good corporate governance of the
Company is essential to safeguarding the interests of the
shareholders and enhancing the performance of the Group. The
Board is committed to maintain and ensure high standards of
corporate governance. The Company has complied with all the
applicable code provisions set out in the Code on Corporate
Governance Practices in Appendix 14 of the Listing Rules throughout
the year ended 31 December 2011, except for a major deviation as
below:

° Code Provision A.2.1 — The roles of the Chairman and the Chief
Executive are not separated and are performed by the same
individual, Mr. Lam Wai Wah. The Board will meet regularly to
consider major matters affecting the operations of the
Company. The Board considers that this structure will not
impair the balance of power and authority between the Board
and the management of Company and believes that this
structure will enable us to make and implement decisions
promptly and efficiently.

The Board will continuously review and improve the corporate
governance practices and standards of the Company to ensure that
business activities and decision-making processes are regulated in a
proper and prudent manner. More details are contained in the
separate Corporate Governance Report on pages 27 to 33.

Sufficiency of Public Float

The Company has maintained a sufficient public float throughout the
year ended 31 December 2011.

Donations

During the year, the Group made charitable and other donations
amounting to HK$1,628,000.

Auditors
A resolution will be submitted to the Annual General Meeting of the
Company to re-appoint Messrs. Deloitte Touche Tohmatsu as

auditors of the Company.

On behalf of the Board

Lam Wai Wah
CHAIRMAN

Hong Kong, 26 March 2012
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Corporate Governance Report
== M\Aiﬁﬂ:

Board of Directors and Board Committees

The Board

The Board was responsible for the Company’s corporate governance,
and was ultimately accountable for the Company’s activities,
strategies and financial performance.

The Board was mainly responsible for formulating and approving the
business strategies, objectives, policies and plans of the Company,
and monitoring the execution of the Company’s strategies. It was
also responsible for overseeing the operating and financial
performance of the Company and establishing appropriate risk
control policies and procedures in order to ensure that the strategic
objectives of the Company are materialized. In addition, the Board
was also responsible for improving the corporate governance
structure and enhancing communications with shareholders.

The Board has delegated the responsibilities for the execution of
strategies and decision-making for day-to-day operation of the
Company to the management team headed by the Managing
Director, Mr. Lam Wai Wah.

The management reported regularly to the Board on the operating
and financial performance of the Company. Development, expansion
and other major capital expenditure and commitment, as well as
major financing decisions were all reviewed and approved by the
Board.

Connections between members of the Board

None of the members of the Board have any connections (including
financial, business, family relationship and other material/related
relationships) with each other during the period under review.

Director’s dealing in securities

Having made specific enquiry of all the Directors, the Company
confirmed that all Directors had complied with their obligations
regarding dealings in securities under the Model Code set out in
Appendix 10 of the Listing Rules during the period under review.

Non-executive directors

The non-executive Directors were not appointed for a specific term
but were subject to retirement by rotation in accordance with the
Company’s Articles of Association.
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Independent non-executive Directors

The Company has received confirmation from each of the
independent non-executive Directors as regards his independence to
the Company and considered that each of the independent non-
executive Directors was independent to the Company during the
period under review.

Board committees

The Board was supported by three Board Committees. Each Board
Committee has its own responsibilities, power and functions. The
chairman of the respective Board Committees reported to the Board
from time to time and made recommendations on matters discussed
when appropriate.

The major roles and functions of the Remuneration Committee were
as follows:

(1) to make recommendations to the Board on the Company’s
policy and structure for remuneration of directors and senior
management and on the establishment of a formal and
transparent procedure for developing the policy on such
remuneration;

(2) to determine the specific remuneration packages of all executive
Directors and senior management, including benefits in kind,
pension rights and compensation payments, including any
compensation payable for loss or termination of their office or
appointment, and make recommendations to the Board of the
remuneration of non-executive Directors;

(8) to review and approve performance-based remuneration by
reference to corporate goals and objectives resolved by the
Board from time to time;

(4) to review and approve the compensation payable to executive
directors and senior management in connection with any loss
or termination of their office or appointment to ensure that such
compensation is determined in accordance with relevant
contractual terms and that such compensation is otherwise fair
and not excessive for the Company; and

(5) to review and approve compensation arrangements relating to
dismissal or removal of directors for misconduct to ensure that
such arrangements are determined in accordance with relevant
contractual terms and that any compensation payment is
otherwise reasonable and appropriate.
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The main role of the Nomination Committee was to assure the
process of appointments and re-election of the Board members were
transparent and to assess effectiveness of the Board as a whole and
the contribution of individual directors to the effectiveness of the
Board. The major responsibilities of the Nomination Committee were
as follows:

1)

to regularly review the structure, size and composition (including
skills, knowledge and experience) of the Board and make
recommendations to the Board in relation to any proposed
changes;

to identify individuals suitably qualified to become board
members and select or make recommendations to the Board
on the selection of individuals nominated for directorships;

to evaluate the independence of independent non-executive
directors; and

to evaluate the performance of directors and make
recommendations to the Board in respect of the appointment
or re-appointment of directors and succession planning for
directors in particular the Chairman and CEO.

The major roles and functions of the Audit Committee were as
follows:

Q)

primarily responsible for making recommendations to the Board
on the appointment, re-appointment and removal of the external
auditor, and to approve the remuneration and terms of
engagement of the external auditor, and any questions of
resignation or dismissal of that auditor;

to review and monitor the external auditor’s independence and
objectivity and the effectiveness of the audit process in
accordance with applicable standard. The Audit Committee
should discuss with the auditor the nature and scope of the
audit and reporting obligations before the audit commences;

to develop and implement policies on the engagement of an
external auditor to supply non-audit services. The Audit
Committee should report to the Board, identifying any matters
in respect of which it considers that action or improvement is
needed and making recommendations as to the steps may be
taken;
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to monitor integrity of financial statements, accounts, annual
reports and interim reports of the Company and to review
significant financial reporting judgments contained in them,
including:

(@ any changes in accounting policies and practices;

(b)  major judgment areas;

(c) significant adjustments resulting from audit;

(d)  the going concern assumptions and any qualifications;
(e)  compliance with accounting standards; and

® compliance with the Listing Rules and other legal
requirements in relation to financial reporting;

to review the Company’s financial controls, internal control and
risk management systems;

to discuss with the management the system of internal control
and ensure that the management has discharged its duty to
have an effective internal control system;

to consider any findings of major investigations of internal
control matters as delegated by the Board or on its own
initiative and management’s response;

to ensure co-ordination between the internal and external
auditors, and to ensure that the internal audit function is
adequately resourced and has appropriate standing within the
Company; and

to review and monitor the effectiveness of the internal audit
function.
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Meetings of the Board and Board Committees

The Directors’ attendances at the meetings of the Board and the
Board Committees for the year ended 31 December 2011 were as

EZERESEEREEER
REBEE-T——F+-_A=t—HLFE &=
REZEREZTSRRESRZHFERBRIMOT -

follows:
Number of meetings attended
HESERH
Board Board Committees
=g ExgzEg
Director Audit Remuneration Nomination
= X A RE
Executive directors:
HITES:
Lam Wai Wah 15 n/a n/a n/a
B NiEMA NiEA TEA
Wong Pong Chun, James 17 4 1 0
|mHIE
Cheung Tat Sang 16 n/a n/a n/a
SRESE T EA T EA T EA
Li Jian Hua 12 n/a n/a n/a
T NiEA NiEA TEA
Independent non-executive directors:
BIYFHITES :
Chung Kam Kwong 5 4 1 0
EIB N
Heung Kai Sing 5 4 1 0
Ip Cho Ting, Spencer 5 3 1 0
HEH=F
Total number of meetings held 17 4 1 0
BITEREH
Auditor’s Remuneration R BT > S

For the year ended 31 December 2011, the fees paid to the

Company’s external auditors amounted to HK$2,800,000.
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Internal Control

The Board was fully responsible for the maintenance of a sound and
effective internal control system within the Group. Throughout the
year from 1 January 2011 to 31 December 2011, the Board
conducted reviews of the effectiveness of the internal control system
in all material respects including but not limited to operational,
financial, risk management and compliance controls. The Group’s
system of internal control comprised a well-defined organizational and
management structure with levels and limits of authority which was
established to help achieve business objectives, safeguard assets
against unauthorized access or disposal, ensure the maintenance of
proper accounting records to produce reliable management and
financial information for internal use and for publication purpose, help
management mitigate potential risk factors and ensure compliance
with relevant rules and regulations. The system was designed to
provide reasonable, but not absolute, assurance against material
misstatement or loss and to manage rather than eliminate risks of
failure in operational systems so as to achieve the Group’s objectives
and long-term goals.

The Group’s internal control system comprised the following five
components:

(1) Organizational and Management Structure — the Group has
established an organizational and management structure with
operating policies and procedures, lines of responsibilities and
delegated authority has already been established.

(2)  Authority and Control — the relevant executive Directors and
senior management have been delegated with respective levels
of authorities with regard to key corporate strategy and policy,
contractual commitments and the dealing of price sensitive
information.

(8)  Budgetary Control and Management and Financial Reporting —
budgets have been prepared by senior management including
various department heads and were subject to review and
approval by the executive Directors on a regular basis prior to
being adopted. Operating results against budgets have been
analyzed and reported to the executive Directors as a reference
to monitor the Group’s strategy and policy. Regular reviews by
the Audit Committee and audits by external auditors
respectively have been carried out to ensure the preparation of
the management information and consolidated financial
statements are in accordance with the generally accepted
accounting principles, the Group’s accounting policies and
applicable laws and regulations.
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Systems and Procedures — systems and procedures have been
established to identify, measure, manage and control various
risks including business, compliance, operational, financial and
information that may have an impact on the Group and each
major department. Exposure to these risks was monitored by
the executive Directors and the management with reference to
the regular reports produced by the Audit Committee and the
external auditors.

Internal Audit — the Audit Committee has performed
independent reviews of the controls and risks identified to
ensure that adequate controls have been put in place and risk
elements have been properly addressed.

According to the review results of the Audit Committee for the year
from 1 January 2011 to 31 December 2011, the Group’s internal
control system is functioning effectively and there was no significant
weakness found in the course of the review processes. The Board
has reviewed the effectiveness of the Group’s internal control systems
and is of the opinion that there are no suspected frauds, irregularities,
internal control deficiencies or suspected infringement of laws, rules
and regulations that cause the Board to believe that the systems of
internal control are ineffective or inadequate. The Board is satisfied
that the Company and the Group have fully complied with the code
provisions on internal control as set out in the Corporate Governance
Code for the aforesaid year.
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Independent Auditor’s Report
B ZEEHRES

Deloitte.
=)

TO THE SHAREHOLDERS OF
TRULY INTERNATIONAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Truly
International Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 36 to 106,
which comprise the consolidated statement of financial position as at
31 December 2011, and the consolidated statement of
comprehensive income, consolidated statement of changes in equity
and 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. 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.
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Independent Auditor’s Report
B ZEEHRES

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of the
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 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.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
26 March 2012
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Consolidated Statement of Comprehensive Income

e H I R

For the year ended 31 December 2011
HE-T——F+-_A=t—RHItEE

2011 2010
—E——F —E-TF
Notes HK$’000 HK$’000
M5 FET THIT
Revenue Wzs 5 10,503,988 7,735,711
Cost of sales SHE KA (9,219,913) (6,825,125)
Gross profit EF 1,284,075 910,586
Other income E A 7 75,373 37,937
Other gains and losses HAiEZ 8 (25,591) (36,768)
Impairment loss on available-for-sale A SR ERERE
investment (106,026) —
Administrative expenses THEA (302,821) (231,653)
Distribution and selling expenses D RHER AR (188,554) (147,524)
Finance costs Hi%E [ 9 (65,110) (43,414)
Profit before tax & Bt BT S A 671,346 489,164
Income tax expense FrS®if > 10 (290,587) (174,208)
Profit for the year NE A 11 380,759 314,956
Other comprehensive income REEHMZEBA
for the year
Exchange differences arising REFES ZINEETE
on translation 176,337 75,330
Fair value loss on available-for-sale A ERE AN BEEE
investment (106,026) —
Reclassification to profit or loss on At SR EREREE
impairment loss of available-for-sale BHOEEBR
investment 106,026 —
176,337 75,330
Total comprehensive income for the year 784 2 E WA 4258 557,096 390,286
EARNINGS PER SHARE SREF 15
Basic HA 13.76 HK cents 11.45 HK cents
B 7SIl
Diluted s 13.76 HK cents 11.45 HK cents
AL AL
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Consolidated Statement of Financial Position

e AR R

At 31 December 2011
== —F+_—_A=+—H

2011 2010
= —TF
Notes HK$’000 HK$'000
s FET FETT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M - BENEE 16 4,559,591 4,228,878
Prepaid lease payments A HEERIA 17 157,812 158,895
Intangible assets | EE 18 480 5,710
Goodwill ] 413 413
Available-for-sale investments AHHERE 19 46,730 =
Deferred tax assets RERIRE = 28 8,815 8,451
Deposits paid for acquisition of property, FtUEEYIZE - KB L& E
plant and equipment YETE 38,889 32,613
4,812,730 4,429,960
CURRENT ASSETS REBEE
Inventories FE 20 882,742 748,872
Prepaid lease payments FENEEFIE 17 3,644 3,730
Trade and other receivables JFE U BR TE K2 EL fth E U R T8 22 3,291,120 1,853,826
Tax recoverable EdEReE 377 12,148
Fixed deposits TEHRF X 23 237,116 =
Bank balances and cash RITAEF MR E 23 868,404 851,945
5,283,403 3,470,521
Non-current assets held for sale BIEHEIEREEE 24 2,699 14,535
5,286,102 3,485,056
CURRENT LIABILITIES =R
Trade and other payables JE A< BR T8 K LAt B A< IR 25 2,357,078 1,566,786
Tax liabilities HIEAGE 273,819 97,165
Derivative financial instruments TESRmTIA 26 - 1,746
Bank and other borrowings, unsecured  $R1T N EA4EE - EIKHF 27 2,233,641 1,653,287
4,864,538 3,318,984
NET CURRENT ASSETS mEBEEFE 421,564 166,072
TOTAL ASSETS LESS CURRENT EEABERERBARS
LIABILITIES 5,234,294 4,596,032
NON-CURRENT LIABILITIES FRBEE
Bank and other borrowings, unsecured  $R17 N HMEE - £iKH 27 798,479 610,185
Deferred tax liabilities EERIEAE 28 39,013 35,442
837,492 645,627
4,396,802 3,950,405
EAEBRERAT « —E——FF3{K 37



Consolidated Statement of Financial Position

e AR R

At 31 December 2011
KB —F+-A=t+—=

2011 2010
—E——F —ET-TF
Notes HK$’000 HK$’'000
B aE FET FAT
CAPITAL AND RESERVES BEXR #E
Share capital R AN 29 55,361 50,327
Share premium and reserves AR 19 5 (8 & e 4,341,441 3,900,078
Total equity BT 4,396,802 3,950,405
The consolidated financial statements on pages 36 to 106 were EHNE36EEF 106 B 258 M IEHMEREN-Z
approved and authorised for issue by the Board of Directors on 26 —_—fF=A -t/ NBEEESH ERFET
March 2012 and are signed on its behalf by: WU TALTREKEE
Lam Wai Wah Wong Pong Chun, James
MEEE =L
DIRECTOR DIRECTOR
EF EF
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Consolidated Statement of Changes in Equity
mEREmREER

For the year ended 31 December 2011

BE=T—F+-A=f—AILEE

Total equity
attributable
Share Capital Investment to owners Non-
Share Share options Special redemption Exchange Other revaluation  Retained of the controlling
capital  premium reserve reserve reserve reserve  reserves reserve profits ~ Company interest Total
YN
BRE &% REEf BB NELE FER
BE  RHOEE RE BHURE EORE HERE  HEHEE #E  REEN  ERAE i &t
HK$'000  HK$'000 HK$000  HK$000  HK$000  HK$000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
ThRT THL THL THL THL THL TAL Th THL TAL TEL Thx
(note a) (note b)
(Mta) (Ftitb)
At 1 January 2010 RZZ-%§
—-A-H 47,294 320,039 10,000 990 82 520,223 474197 - 2,111,167 3483992 62 3,484,054
Proft for the year FEEET = = - - - - - - 31496 314956 - 31495
Other comprehensive K& £t
income for the year 2EHA
— Exchange differences  — BEIBINER
arising on translation FEEZ
of foreign operations MNEZSR = - - - - 75,330 - - = 75,330 = 75,330
Total comprehensive AEERERA
income for the year pake} = - - - - 75,330 - - 314,956 390,286 - 390,286
Placement of new shares B¢ &k 3,000 240,000 - - - - - - - 243,000 - 243,000
Expenses incurred in REMRES
relation to the A%
placement of new
shares = (6,569) - - - - - - - (6,563) - (6,563)
Shares issued at premium 4% B 2171 33 692 - - - - = = = 725 - 25
Transfer ] - - - - - - 38,578 - (38,578) - - -
Dividends recognised as B2 AR Z RS
distribution (note 14) (HizE14) = = - - - - - - (161,035)  (161,035) - (161,085)
Liquidation of a subsidiary —REHBAGIEE - - - - - = = = = = 62) 62)
At31December 2010  R=T-TF
+-A=+-A 50,327 554,168 10,000 990 82 595,553 512,775 — 2226510 3950405 — 3,950,405
Proft for the year AEERF = = = - - - - - 380750 380,759 - 307
Other comprehensive ~ AFEEMZME
income for the year WA
— Exchangedifferences  — HEEINER
arising on translation FEEZ
of foreign operations HNEZE = = = - - 176337 - - - 173 - 1733
— Fair value loss on - AHHERE
available-for-sale ATER
investment BE = = = = = = - (106,026) - (106,026) - (106,026)
— Reclassification — AEHERE
to profit or loss REEE
onimpairment loss ENAE
of avalable-for-sale Y=o
investment - - - - - - - 106,026 - 106,026 - 106,026
Total comprehensive AEE2EHA
income for the year fke] - - - - - 176,337 - - 380,759 557,096 - 557,096
Issue of shares upon RERER TR
exercise of share BTk
options 1 21 - - - - - - - 22 - 22
Bonus issue of shares ~ E{TALAR 5,033 (5,033) - - - - - = = = - -
Transfer B - - - - - - 73216 - (73,216) - - -
Dividends recognised as B2 AN EZES.
dirioution (note 14 (FEE14) = = = - - - - — (o721 (1072 — {10720)
At31December 2011~ R=F——#
+-A=t-A 55,361 549,156 10,000 990 82 771,890 585,991 — 2423332 4396802 — 4,396,802
EREMARAT « —F——FFH 39



Consolidated Statement of Changes in Equity
mERREER

For the year ended 31 December 2011
BEET —F+-A=t-RLFE

Notes:

@)

40

The special reserve represents the difference between the nominal value of
the shares of the subsidiaries acquired and the nominal value of the
Company’s shares issued for the acquisitions.

Other reserves comprise the statutory surplus reserve and the enterprise
expansion reserve of the subsidiaries established in the People’s Republic of
China (the “PRC”) other than Hong Kong. According to the Articles of
Association of the PRC subsidiaries, a percentage of net profit as reported in
the PRC statutory accounts should be transferred to the statutory surplus
reserve and the enterprise expansion reserve determined at the discretion of
the board of directors of these companies. The statutory surplus reserve can
be set off against accumulated loss whilst the enterprise expansion reserve
can be used for expansion of production facilities or an increase in registered
capital.
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Consolidated Statement of Cash Flows

SEHRTRER

For the year ended 31 December 2011
BEST —F+-A=t-RLFE

2011 2010
= —TF
HK$’000 HK$’'000
F#&T FHIT
OPERATING ACTIVITIES KEEE
Profit before tax BR R B A 671,346 489,164
Adjustments for: EE
Interest income FLEUA (5,697) (340)
Impairment loss on available-for-sale Al SR EREEE
investment 106,026 =
Change in fair value on derivative financial MTEERIEZ AT EEESD
instruments — 1,552
Amortisation of trademarks P 5 39 42
Amortisation of technical know-how BT 285 S0 B8R 5,760 5,665
Allowance for doubtful debts RERB A 35,843 1,258
Depreciation and amortisation of property, YE - R MR ETTE M
plant and equipment 505,879 451,448
Release of prepaid lease payments FEBRFBAS A ffﬁﬁ\ 3,584 3,379
Liquidation of a subsidiary —EME A RES - (62)
Loss on disposal/write-off of property, HE MEEYE  BEK
plan and equipment Btk E51E 12,750 17,395
Gain on disposal of non-current assets HERIEH SRR EE 2 W
held for sale (12,192) (20,342)
Finance costs Hi5E A 65,110 43,414
Operating cash flows before movements RETEBEECE AT
in working capital KERER=E 1,388,448 992,573
Increase in inventories FEEM (97,557) (35,329)
Increase in trade and other receivables JE Uk BR T8 K7 EL b 8 U R TR S AN (1,344,852) (795,255)
Increase in trade and other payables FESTBRTE K2 H fih FE S FRIEIE 743,691 466,281
Decrease in derivative financial instruments TEEmMTERD (1,746) (7,220)
Cash generated from operations KRBT RS 687,984 621,050
Hong Kong Profits Tax refund BEAENGEHERR - 489
Hong Kong Profits Tax paid EHEBNEN (3,538) (36,937)
PRC Withholding Tax paid BB (14,542) (17,381)
PRC Enterprise Income Tax paid B B ZETEH (86,015) (48,813)
Tax paid for other jurisdictions Hith el AR 2 AT (23) (52)
NET CASH FROM OPERATING ACTIVITIES KE TSRS FEE 583,866 518,356

EANEBRERATF o
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Consolidated Statement of Cash Flows

SEHRTRER

For the year ended 31 December 2011
BEET —F+-A=t-RLFE

2011 2010
= —TF
HK$’000 HK$’'000
F#&T FHIT
INVESTING ACTIVITIES BREEH
Purchase of property, plant and equipment BEME  HEMKE (763,749) (514,266)
Purchase of available-for-sale investment BEEAHEERE (152,756) —
Deposits paid for acquisition of property, TR « BB KRB
plant and equipment SR (38,889) (32,613)
Addition of prepaid lease payments TE{F R & SR N - (13,644)
Acquisition of intangible assets WigEpEE (569) —
Repayment of loan receivable EEERER - 17,045
Interest received B HE 5,697 340
Proceeds from disposals of property, MEWE -« BEKEE
plant and equipment FTiS70E 3,200 3,987
Proceeds from disposals of non-current HEREHEFRBEE
assets held for sale FR1S3/IE 24,473 69,218
Placement of fixed deposits G Bk (237,116) —
NET CASH USED IN INVESTING ACTIVITIES REZBFFAREREE (1,159,709) (469,933)
FINANCING ACTIVITIES & EE
Repayment of bank and other borrowings ERBRITREMEER (1,824,711) (1,522,862)
Dividends paid BEAIRE (123,270) (120,460)
Interest paid ERFLE (65,110) (43,414)
New bank and other borrowings raised FERITRHEMEE 2,593,359 1,748,264
Proceeds from issue of shares BITRID ET1S SRIE 22 725
Proceeds from placement of new shares EE% AR TS I8 - 243,000
Expenses incurred in relation to the BeEFBMELE ZFHX
placement of new shares - (6,563)
NET CASH FROM FINANCING ACTIVITIES METHFEREFHE 580,290 298,690
NET INCREASE IN CASH AND CASH ReRASESEBEEEMNFAR
EQUIVALENTS 4,447 347,113
CASH AND CASH EQUIVALENTS AT FHUZEERBEEZEER
BEGINNING OF THE YEAR 851,945 503,086
EFFECT OF FOREIGN EXCHANGE RATE Exggs o oE
CHANGES 12,012 1,746
CASH AND CASH EQUIVALENTS AT END FRZBESRESEEEE
OF THE YEAR, represented by BIR{THEGFRE S
bank balances and cash 868,404 851,945
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2011
BEST —F+-A=t-RLFE

General

The Company was incorporated in the Cayman Islands under
the Companies Law of the Cayman Islands as an exempted
company. The Company is a public limited company with its
shares listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Its ultimate controlling party is Mr. Lam Wai
Wah. The addresses of the registered office and principal place
of business of the Company are disclosed in the section
headed “General Information” to the annual report.

The functional currency of the Company is United States
dollars. The consolidated financial statements are presented in
Hong Kong dollars which is different from the functional
currency of the Company, as the directors of the Company
consider that Hong Kong dollars is the most appropriate
presentation currency in view of its place of listing.

The Company acts as an investment holding company. Its
subsidiaries are principally engaged in the business of
manufacture and sale of liquid crystal display (“LCD”) products
and electronic consumer products including compact camera
module (“CCM”), personal health care products and electrical
devices.

Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”)

In the current year, the Group has applied the following new

and revised HKFRSs issued by the Hong Kong Institute of

Certified Public Accountants (“HKICPA”).

Amendments to HKFRSs Improvements to HKFRSs
issued in 2010

HKAS 24 (as revised in 2009) Related Party Disclosures

Amendments to HKAS 32 Classification of Rights Issues

Amendments to HK(IFRIC) Prepayments of a Minimum
-Int 14 Funding Requirement

HK(IFRIC)-Int 19 Extinguishing Financial Liabilities
with Equity Instruments

The application of the new and revised HKFRSs in the current
year has had no material impact on the Group’s financial
performance and positions for the current and prior year and/or
on the disclosures set out in these consolidated financial
statements.
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44

Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSSs”) (continued)

The Group has not early applied the following new and revised
HKFRSs that have been issued but not yet effective:

Amendments to HKFRS 7 Disclosures — Transfers of
Financial Assets’

Amendments to HKFRS 7 Disclosures — Offsetting Financial
Assets and Financial Liabilities?

HKFRS 9 Financial Instruments®
Amendments to HKFRS 9  Mandatory Effective Date of
and HKFRS 7 HKFRS 9 and Transition

Disclosures®

HKFRS 10 Consolidated Financial
Statements?

HKFRS 11 Joint Arrangements?

HKFRS 12 Disclosure of Interests in Other
Entities?

HKFRS 13 Fair Value Measurement?

Amendments to HKAS 1 Presentation of ltems of Other

Comprehensive Income®
Amendments to HKAS 12 Deferred Tax: Recovery of

Underlying Assets*
HKAS 19 (Revised 2011) Employee Benefits?

HKAS 27 (Revised 2011) Separate Financial Statements?

HKAS 28 (Revised 2011) Investments in Associates and
Joint Ventures?®

Amendments to HKAS 32  Offsetting Financial Assets and
Financial Liabilities®

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

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

2 Effective for annual periods beginning on or after 1 January 2013
8 Effective for annual periods beginning on or after 1 January 2015
s Effective for annual periods beginning on or after 1 January 2012
2 Effective for annual periods beginning on or after 1 July 2012

€ Effective for annual periods beginning on or after 1 January 2014
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2.

Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (continued)

HKFRS 9 Financial Instruments

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

Key requirements of HKFRS 9 are described as follows:

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

° The most significant effect of HKFRS 9 regarding the
classification and measurement of financial liabilities
relates to the presentation of changes in the fair value of a
financial liability (designated as at fair value through profit
or loss) attributable to changes in the credit risk of that
liability. Specifically, under HKFRS 9, for financial liabilities
that are designated as at fair value through profit or loss,
the amount of change in the fair value of the financial
liability that is attributable to changes in the credit risk of
that liability is presented in other comprehensive income,
unless the recognition of the effects of changes in the
liability’s credit risk in other comprehensive income would
create or enlarge an accounting mismatch in profit or
loss. Changes in fair value attributable to a financial
liability’s credit risk are not subsequently reclassified to
profit or loss. Previously, under HKAS 39, the entire
amount of the change in the fair value of the financial
liability designated as at fair value through profit or loss
was presented in profit or loss.
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46

Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (continued)

HKFRS 9 Financial Instruments (continued)

The directors anticipate that the adoption of HKFRS 9 in the
future will have impact on amounts reported in respect of the
Group’s available-for-sale investments. However, it is not
practicable to provide a reasonable estimate of that effect until
a detailed review has been completed.

HKFRS 13 Fair Value Measurement

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

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

The directors anticipate that HKFRS 13 will be adopted in the
Group’s consolidated financial statements for the annual period
beginning 1 January 2013 and that the application of the new
Standard is not expected to affect the amounts reported in the
consolidated financial statements but result in more extensive
disclosures in the consolidated financial statements.

Truly International Holdings Limited ¢ Annual Report 2011
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2.

Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) (continued)

Amendments to HKAS 1 Presentation of Items of
Other Comprehensive Income

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

The amendments to HKAS 1 are effective for the Group for
annual period beginning on 1 January 2013. The presentation
of items of other comprehensive income will be modified
accordingly when the amendments are applied in the future
accounting periods.

The Directors of the Company anticipate that the application of
the other new and revised HKFRSs will have no material impact
on the results and the financial position of the Group.

Significant Accounting Policies

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

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

The principal accounting policies are set out below.
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48

Significant Accounting Policies (continued)

Basis of consolidation

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

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

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

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

Non-current assets held for sale

Non-current assets are classified as held for sale if their carrying
amount will be recovered principally through a sale transaction
rather than through continuing use. This condition is regarded
as met only when the sale is highly probable and the non-
current asset is available for immediate sale in its present
condition. Management must be committed to the sale, which
should be expected to qualify for recognition as a completed
sale within one year from the date of classification.

Non-current assets classified as held for sale are measured at
the lower of their previous carrying amount and fair value less
costs to sell.

Goodwill

Goodwill arising on an acquisition of a business is carried at
cost less accumulated impairment losses, if any, and is
presented separately in the consolidated statement of financial
position.
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Significant Accounting Policies (continued)

Goodwill (continued)

For the purposes of impairment testing, goodwill is allocated to
each of the cash-generating units (or groups of cash-generating
units) that is expected to benefit from the synergies of the
combination. A cash-generating unit to which goodwill has
been allocated is tested for impairment annually or more
frequently whenever there is indication that the unit may be
impaired. For goodwill arising on an acquisition in a reporting
period, the cash-generating unit to which goodwill has been
allocated is tested for impairment before the end of that
reporting period. If the recoverable amount of the cash-
generating unit is less than the carrying amount of the unit, the
impairment loss is allocated first to reduce the carrying amount
of any goodwill allocated to the unit and then to the other
assets of the unit pro rata on the basis of the carrying amount
of each asset in the unit. Any impairment loss for goodwill is
recognised directly in profit or loss in the consolidated
statement of comprehensive income. An impairment loss
recognised for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill is included in the determination of the
amount of profit or loss on disposal.

Revenue recognition

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

Revenue from sale of goods is recognised when the goods are
delivered and titles have passed, at which time all the following
conditions are satisfied.

o the Group has transferred to the buyer the significant risks
and rewards of ownership of the goods;

o the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

° the amount of revenue can be measured reliably;

° it is probable that the economic benefits associated with
the transaction will flow to the Group; and

° the costs incurred or to be incurred in respect of the
transaction can be measured reliably.
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Significant Accounting Policies (continued)

Revenue recognition (continued)

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

Property, plant and equipment

Property, plant and equipment including leasehold land
(classified as finance leases) and buildings held for use in the
production or supply of goods or services, or for administrative
purposes (other than properties under development as
described below), are stated in the consolidated statement of
financial position at cost less subsequent accumulated
depreciation and accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost of the
items of property, plant and equipment (other than properties
under development) less their residual values over their
estimated useful lives, using the reducing balance method. The
estimated useful lives, residual values and depreciation method
are reviewed at the end of each reporting period, with the effect
of any changes in estimate accounted for on a prospective
basis.

When buildings are in the course of development for production
or administrative purposes, the amortisation of prepaid lease
payments provided during the construction period is included
as part of costs of buildings under construction. Properties in
the course of construction are carried at cost, less any
recognised impairment loss. Costs also include professional
fees and, for qualifying assets, borrowing costs capitalised in
accordance with the Group’s accounting policy. Such
properties are classified to the appropriate categories of
property, plant and equipment when completed and ready for
intended use. Depreciation of these assets, on the same basis
as other property assets, commences when the assets are
ready for their intended use (i.e. when they are in the location
and condition necessary for them to be capable of operating in
the manner intended by management).
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Significant Accounting Policies (continued)

Property, plant and equipment (continued)

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

Leasing

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

The Group as lessor

Rental income from operating leases is recognised in profit or
loss on a straight-line basis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased
asset and recognised as an expense on a straight-line basis
over the lease term.

The Group as lessee

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

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

Leasing (continued)

Leasehold land and building

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

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

Foreign currencies

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

Exchange differences arising on the settlement of monetary

items, and on the translation of monetary items, are recognised
in profit or loss in the period in which they arise.
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Significant Accounting Policies (continued)

Foreign currencies (continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s operations
are translated into the presentation currency of the Group (i.e.
Hong Kong dollars) using exchange rate prevailing at the end of
the reporting period. Income and expenses are translated at the
average exchange rates for the year. Exchange differences
arising, if any, are recognised in other comprehensive income
and accumulated in equity under the heading of the exchange
reserve.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale are added to the cost of
those assets until such time as the assets are substantially
ready for their intended use or sale. Investment income earned
on the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

All borrowing costs are recognised in profit or loss in the period
in which they are incurred.

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions
attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on a
systematic basis over the periods in which the Group
recognises as expenses the related costs for which the grants
are intended to compensate. Specifically, government grants
whose primary condition is that the Group should purchase,
construct on otherwise acquire non-current assets are
recognised as deferred income in the consolidated statement of
financial position and transferred to profit or loss over the useful
lives of the related assets.

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they
become receivable.
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Significant Accounting Policies (continued)

Retirement benefit costs

Payments to the state-managed retirement benefit scheme and
the Mandatory Provident Fund Scheme are recognised as an
expense when employees have rendered service entitling them
to the contributions.

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

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

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

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

Taxation (continued)

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

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

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

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

Intangible assets

Intangible assets including acquired technical know-how and
the cost incurred in the registration of trademarks with finite
useful lives are carried at cost less accumulated amortisation
and any accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is provided on a straight-
line basis over their estimated useful lives. The estimated useful
life and amortisation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate
being accounted for on a prospective basis.
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Significant Accounting Policies (continued)

Intangible assets (continued)

Research and development expenditure

Expenditure on research activities is recognised as an expense
in the period in which it is incurred.

An internally-generated intangible asset arising from
development (or from the development phase of an internal
project) is recognised if, and only if, all of the following have
been demonstrated:

o the technical feasibility of completing the intangible asset
so that it will be available for use or sale;

o the intention to complete the intangible asset and use or
sell it;

o the ability to use or sell the intangible asset;

o how the intangible asset will generate probable future
economic benefits;

° the availability of adequate technical, financial and other
resources to complete the development and to use or sell
the intangible asset; and

o the ability to measure reliably the expenditure attributable
to the intangible asset during its development.

The amount initially recognised for an internally-generated
intangible asset is the sum of the expenditure incurred from the
date when the intangible asset first meets the recognition
criteria listed above. Where no internally-generated intangible
asset can be recognised, development expenditure is charged
to profit or loss in the period in which it is incurred. Subsequent
to initial recognition, internally-generated intangible asset is
measured at cost less accumulated amortisation and
accumulated impairment losses (if any), on the same basis as
intangible assets acquired separately.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the first-in, first-out method. Net
realisable value represents the estimated selling price for
inventories less all estimated costs of completion and costs
necessary to market the sale.
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Significant Accounting Policies (continued)

Financial instruments

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

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

Financial assets

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

Effective interest method

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

Interest income is recognised on an effective interest basis.
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Significant Accounting Policies (continued)

Financial instruments (continued)

Financial assets (continued)

Effective interest method (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Subsequent to initial recognition, loans and receivables
(including trade and other receivables and bank balances and
cash) are carried at amortised cost using the effective interest
method, less any identified impairment losses (see accounting
policy on impairment of financial assets below).

Available-for-sale financial assets

Available-for-sale financial assets are measured at fair value at
the end of the reporting period. Changes in fair value are
recognised in other comprehensive income and accumulated in
investment revaluation reserve, until the financial asset is
disposed of or is determined to be impaired, at which time, the
cumulative gain or loss previously accumulated in the
investment revaluation reserve is reclassified to profit or loss
(see accounting policy on impairment loss on financial assets
below).

For available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair value
cannot be reliably measured, they are measured at cost less
any identified impairment losses at the end of the reporting
period (see accounting policy on impairment loss on financial
assets below).

Impairment of financial assets

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

For an available-for-sale equity investment, a significant or

prolonged decline in the fair value of that investment below its
cost is considered to be objective evidence of impairment.
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Significant Accounting Policies (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

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

o significant financial difficulty of the issuer or counterparty;
or

o default or delinquency in interest or principal payments; or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a
collective basis. Objective evidence of impairment for a portfolio
of receivables could include the Group’s past experience of
collecting payments, an increase in the number of delayed
payments or observable changes in national or local economic
conditions that correlate with default on receivables.

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

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

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception
of trade and other receivables and loan receivables, where the
carrying amount is reduced through the use of an allowance
account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When a trade or other
receivables is considered uncollectible, it is written off against
the allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.
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Significant Accounting Policies (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

When an available-for-sale financial asset is considered to be
impaired, cumulative gains or losses previously recognised in
other comprehensive income are reclassified to profit or loss in
the period in which the impairment takes place.

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

Impairment losses on available-for-sale equity investments will
not be reversed through profit or loss. Any increase in fair value
subsequent to impairment loss is recognised directly in other
comprehensive income and accumulated in investment
revaluation reserve.

Financial liabilities and equity instruments

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

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities.

Effective interest method

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

Interest expense is recognised on an effective interest basis.
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3.

Significant Accounting Policies (continued)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Financial liabilities

Financial liabilities (including trade and other payables, bank and
other borrowings) are subsequently measured at amortised
cost, using the effective interest method.

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

Derecognition

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

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

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
expire. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and
payable is recognised in profit or loss.
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Significant Accounting Policies (continued)

Share-based payment transactions

Equity-settled share-based payment transactions

Share options granted to employees after 7 November 2002
and vested on or after 1 January 2005

The fair value of services received determined by reference to
the fair value of share options granted on or after 1 January
2005 is recognised as an expense in full at grant date when the
share options granted vest immediately, with a corresponding
increase in equity (share options reserve).

At the end of the reporting period, the Group revises its
estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the original
estimates during the vesting period, if any, is recognised in
profit or loss such that the cumulative expense reflects the
revised estimate, with a corresponding adjustment to the share
options reserve.

When the share options are exercised, the amount previously
recognised in the share options reserve will be transferred to
share premium. When the share options are forfeited after the
vesting date or are still not exercised at the expiry date, the
amount previously recognised in the share options reserve will
be transferred to retained profits.

Share options granted to employees on or before 7 November
2002, or granted after 7 November 2002 and vested before 1
January 2005

The financial impact of share options granted is not recorded in
the consolidated financial statements until such time as the
options are exercised, and no charge is recognised in the profit
or loss in respect of the value of options granted. Upon the
exercise of the share options, the resulting shares issued are
recorded as additional share capital at the nominal value of the
shares, and the excess of the exercise price per share over the
nominal value of the shares is recorded as share premium.
Options which lapse or are cancelled prior to their exercise date
are deleted from the register of outstanding options.
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3.

Significant Accounting Policies (continued)

Impairment losses on tangible and intangible assets
other than goodwill (see the accounting policy in
respect of goodwill above)

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

Recoverable amount is the higher of fair value less costs to sell
and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset for which
the estimates of future cash flows have not been adjusted.

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

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

3.

FESTHHEK#)

BEREREE (BERN) 2RERBE
(REXEBEE 2 EHE)

RBEHRR - AEBRTEBENETLEE
ZEHE NBERGETATRBRIZE
BEEHBERERE - WEREMNFETR
ARG EEZAIRE SR - AEERER
B2RE(A) - BEEE 2 I RE SR
TREMEH AR ARERIGBEZEEMBR
CRMEMZAIREEE ERER—BZ
DEEERREENERT - RAEETD
@RS HRREN - TAKOIEESRRE
K —B 2 53 L B2 R i E B0 iR/ VIR & R
B{MAER -

A U5 B & 58 T5 B (ER 8H & B AN B 5 AR (B
ENBREE - A HEREER - HFRK
REenEFEMABANMREMREALRE &
FRERREERHREEEBERMSHE R
RERGREMATAEH B2 EERERR

ffEErEE (KRS MIMEL) Z AT E 7
EREREE BE(GRSRIMELN) 25k
EEMFRADREE AR E SR o BEBER
R R 2E HERR o

R EBERELED - AREEZREER/
R E AT YO £ 8 2 ISR AETE - HEFT
BN REENMBAZEEE (HRSR
HREEAL) POIBEF I B RR BB 1R AT
JERETE 2 PRIEIME - RIE B 1R O BIRS N 4E a8

ERERERAR ¢ _T——FFH 63



Notes to the Consolidated Financial Statements

e RS AR MY

For the year ended 31 December 2011
BEET —F+-A=t-RLFE

4.

64

Key Sources of Estimation Uncertainty

In the application of the Group’s accounting policies, which are
described in note 3, the directors of the Company are required
to make judgements, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated
assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may
differ from these estimates.

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

Estimated impairment of trade receivables

The Group reviews the carrying amounts of its trade and bills
receivables at the end of each reporting period to determine
whether those trade and bills receivables have suffered an
impairment loss. Management has exercised judgement when
estimating the timing and future cash flows expected to be
derived from the trade and bills receivables and ascertain their
future cash flows. Where the future cash flows of a receivable is
estimated to be less than its carrying amount, an impairment
loss will be provided for such a receivable and recognised in the
consolidated statement of comprehensive income.

As detailed in note, as at 31 December 2011, trade and bills
receivables amounting to HK$3,146,529,000 (2010:
HK$1,578,555,000) are expected to be settled in the next
twelve months from the end of the reporting period. In
determining the amount of receivable, the management has
exercised judgement in estimating the timing and future cash
flows to be recovered and determined no impairment was
necessary at the end of the reporting period. If the actual cash
flows or timing of recovery are different from expectation, a
material impairment loss may arise.
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BT —Ft+-A=t+-ALEE

Revenue 5.

Revenue represents the gross proceeds received and
receivable on the sale of goods during the year, net of sales tax,
trade discounts and returns, and is analysed as follows:

iy =

Wéﬁﬁwgﬁﬁﬁza%&f%ﬁﬁﬁ
MENMREEN BHWERRE - /A0
T

2011 2010
—2-—-5 Z—T-ITF
HK$’000 HK$'000
FET FETT
Sales of LCD products $HE R ESE T 9,760,564 7,147,133
Sales of electronic consumer products HEE T HEE® 743,424 588,578
10,503,988 7,735,711
Segment Information 6. 7EEH

Information reported to the executive directors of the Company
being the chief operating decision maker, for the purpose of
resources allocation and assessment of performance is focused
on the sales of different types of products. Inter-segment sales
are charged at cost plus a percentage of mark-up. Thus the
Group is currently organised into two operating segments which
are sales of LCD products and electronic consumer products.
The information for each operating segment is as follows:

LLCD products — manufacture and distribution of LCD
and touch panel products

Electronic consumer — manufacture and distribution of
products electronic consumer products
such as compact camera module,
personal health care products and
electrical devices.

AARBATES (AEBLERRE) RS
RAEERLHERENREEREFR A
FIERIERMHE - DEEHETIRKA S
IIREB L - Fit - AEEBATD &
MELES T AHERRRATRERRE
FHBER SEEQBNEHNT ¢

BN EREm — HERD HRMA
N KB R B E a

BT HEESR — RERAWETHE
B (Pl
HRBE - BA
RELER
BFRM) -
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6.

66

Segment Information (continued) 6. 7EER®)
Segment revenues and results PEWBERES
The following is an analysis of the Group’s revenue and results REEREE RS BE IR RES
by operating and reportable segments: DA
For the year ended 31 December 2011 BE-_Z——F+-A=1+—HLFE
Electronic
LCD consumer Segment
products products total Eliminations Consolidated
K& ET
BEREEMm HEER DEBE H 8 =E
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
THET TERT TET THET THET
REVENUE i
External sales HNEH 9,760,564 743,424 10,503,988 - 10,503,988
Inter-segment sales HEREE - 409,057 409,057 (409,057) -
9,760,564 1,152,481 10,913,045 (409,057) 10,503,988
RESULT ES |
Segment result VAECE S 838,488 38,353 876,841 (10,492) 866,349
Impairment loss on available- A] i 1 & 154
for-sale investment AEEE (106,026)
Finance costs HER (65,110)
Unallocated expenses APEFAX (23,867)
Profit before tax TR ADE R 671,346
For the year ended 31 December 2010 HE_ZZF+-_A=+—HILFE
Electronic
LCD consumer Segment
products products total Eliminations  Consolidated
B BF
BRSEm HBEM g bt i e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT THET THET TAET TAT
REVENUE hE:
External sales HneH 7,147,133 588,578 7,735,711 = 7,735,711
Inter-segment sales HEMEE = 181,146 181,146 (181,146) =
7,147,133 769,724 7,916,857 (181,146) 7,735,711
RESULT ES
Segment result ECES 541,297 26,260 567,557 (4,627) 562,930
Finance costs HBER (43,414)
Unallocated expenses APEERX (30,352)
Profit before tax 7 Bl K 489,164
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6.

Segment Information (continued)

Segment revenues and results (continued)

The accounting policies of the operating segments are the
same as the Group’s accounting policies described in note 3.
Segment profit represents the profit earned by each segment
without allocation of impairment loss on available-for-sale
investment, central administration costs, finance costs and
directors’ salaries. This is the measure reported to the chief
operating decision maker for the purposes of resource

allocation and performance assessment.

EER #)

PEWREREE(E)

RED B BOR AN FEI it 2 N E
SERIBER— B - s MR D R AT
ERERERBE - PRITBREEKAE - B 7
ERREZHFSNZ D BEMBRIUAN - th A
AEELERAREREUDRER M HE
RIAETH -

Other segment information HitpBER
Electronic
LCD consumer
products products Consolidated
R £
HERBER HEEM wae
HK$’000 HK$’000 HK$’000
TET TFET T
Amounts included in the measure SAE S BERT e
of segment profits: HBHE
For the year ended BE-_Z——F
31 December 2011 +=B=+—H
IEFEE
Depreciation and amortisation rE Y 446,910 64,768 511,678
Loss on disposal/write off of property, & /HisE4mEE -
plant and equipment 5 K 55 A 2 5 1R 10,664 2,086 12,750
Allowance for doubtful debts RERIE M 33,210 2,633 35,843
For the year ended HE_Z—ZF
31 December 2010 +=—A=+—H
WEFE
Depreciation and amortisation I REY 414,269 42,886 457,155
Loss on disposal/write off of property, — H & /Hfis4imEE -
plant and equipment = K& 2 B8 11,114 6,281 17,395
Allowance for doubtful debts REREAE = 1,258 1,258

Segment assets and liabilities are not disclosed as they are not
regularly reviewed by chief operating decision maker.

HRANBEERAETEHEIEZERRE
EERN S EHHETRE
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6. Segment Information (continued) 6. 7EER®
Geographical information HEER
The following table set out information about () the Group’s TREH () AEBIREFEFTEME D BHN
revenue from external customers by location of customers and R Wam & (i) ANEEIR & E TR 9 8
(i) the Group’s non-current assets by location of assets. HIERBEERNELR :

Revenue from

external customers Non-current assets
SEE F W IRBEE

2011 2010 31.12.2011 31.12.2010
—E——F —E-TF
+=A +=A
—E——F ZT—TF =t+—H =+—H
HK$’000 HK$’'000 HK$’000 HK$’'000
F&T T FET T

PRC Fh 7,270,648 5,450,319 4,700,796 4,359,578

South Korea FAFE 1,768,581 1,277,092 - —

Japan H 387,028 233,640 — —

Hong Kong BB 383,563 347,741 56,388 61,926

Europe B 275,684 156,905 - =

Others At 418,484 270,014 1 5

10,503,988 7,735,711 4,757,185 4,421,509

Notes: PiE -

(1) Regarding revenue arising from sales to external customers in Europe (1) BEIR B BOM R E At 3h [ SN DR 5 9 88 5 Wt as
and others, no individual countries are material and hence separate = MEANBRGEERNDRE  WILEZT]
disclosure is not presented. BEEER -

(2)  Non-current assets exclude available-for-sale investments and (2 FRBEETERFEAIHEERERELCHREE
deferred tax assets. Ee

Information about major customers FEEFER

Revenue from customers of the corresponding year contributing IR EH AL EAEEETRBR10%

over 10% of the total sales of the Group are as follows: ZEPWEIT

Year ended
BETHABLEE

31.122011  31.12.2010
25 C—Z-TF

+=A +=A

=t+—H =t+—H

HK$’000 HK$'000

FET FH&T

N/A?

Customer A’ ZET 1,318,118 TiEme

N/A?

Customer B! R 1,259,479 TiE 2

1 Revenue from LCD products ; RE R BN E M2 Was
2 The corresponding revenue did not contribute over 10% of the total 2 HRES E 5 E S E AR B 10% B9 48 FE Uk
sales of the Group =

68 Truly International Holdings Limited ¢ Annual Report 2011



Notes to the Consolidated Financial Statements

e R R AR MR

For the year ended 31 December 2011
BE-Z——+-_A=+—BIFE

7. Other Income 7. HilA
2011 2010
—E2——F —E-TF
HK$’000 HK$’'000
FET T
Other income includes: HE AR :
Compensation income B EMA 8,752 —
Government grants (note 36) B2 RE (MI5E36) 17,832 4,047
Interest income B A 5,697 340
Rental income He WA 7,425 7,417
Scrap sales BERIEHE 25,619 15,897
8. Other Gains and Losses 8. Hfthidzx
2011 2010
—E——F —E-FF
HK$’000 HK$’000
F#&xT T
Net foreign exchange (gain) losses SNEE (U 2S) E548 558 (10,811) 36,905
Gain on disposal of non-current assets HERIEHERRBEE
held for sale P e (12,192) (20,342)
Loss on disposal/write-off of property, HE MEDE  BE &
plant and equipment Ff 2 1A 12,750 17,395
Allowance for doubtful debts R 35,843 1,258
Decrease of fair value on derivative PTEeMITIARATEE
financial instruments A 1 1,552
25,591 36,768
9. Finance Costs 9. BIKEH
2011 2010
—E——F —T—TF
HK$’000 HK$’000
FHxT FHETT
Interest on bank and other borrowings RITEEREMARE Y
repayable BEENF S
— within five years — RAFR 62,109 43,414
— over five years — BBERE 3,001 —
65,110 43,414
EAEBRERART « —E——FF3FK 69



Notes to the Consolidated Financial Statements

e RS AR MY

For the year ended 31 December 2011
BEET —F+-A=t-RLFE

10. Income Tax Expense 10. FIBH X H
2011 2010
—E——F —ET-FF
HK$’000 HK$’'000
FET FAT
Current tax: RERFRIR -

Hong Kong BB 22,227 11,145
PRC Enterprise Income Tax R EERTIS R 166,508 84,149
Other jurisdictions Eh Rl EE R 22 52
188,757 95,346

Underprovision in prior years: BEFERE TR
Hong Kong B8 80,438 56,148
Withholding tax TEIFTS R 14,542 17,381
Land appreciation tax + b IE(E R 3,643 5,014
Deferred tax (note 28) EEFIA (M52 28) 3,207 319
Income tax expense for the year REEERH 290,587 174,208

Hong Kong Profits Tax is calculated at 16.5% of the estimated
assessable profit for both years.

Income tax arising in the PRC and other jurisdictions is
calculated at the rates prevailing in the relevant jurisdictions.

Pursuant to the relevant law and regulations in the PRC, one of
the Company’s PRC subsidiaries is classified as an advanced
technology entity, and entitled to 15% PRC enterprise income
tax for years 2009 to 2011.

Pursuant to the PRC Enterprise Income Tax Law and the
Detailed Implementation Rules, distribution of the profits earned
by the PRC subsidiaries since 1 January 2008 is subject to
PRC withholding tax at the applicable tax rate of 5%.

The Group received a notice of determination from the Inland
Revenue Department (“IRD”) dated 10 March 2011 for
additional profit tax assessments amounting to
HK$135,889,000 in respect of the disallowance of offshore
profit claims of HK$54,955,000 together with the non-deduction
of management fees, prescribed fixed assets and statutory
depreciation allowance amounting to HK$80,934,000 for the
years of assessment 2001/2002 to 2005/2006. The Group has
lodged an appeal (the “Tax Appeal”) to the Board of Review as
the Group believed that there are reasonable grounds to
substantiate the claims. Based on professional advice and
recent court rulings of relevant precedent cases related to
offshore profit claims, the Group has had made a provisions of
HK$55,000,000 equivalent to the amount of tax dispute in
relation to the offshore profit claims as at 31 December 2010.
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BE

BT —Ft+-A=t+-ALEE

10. Income Tax Expense (continued)

During the year ended 31 December 2011, the Group has B
conducted extensive discussion with the tax representative in
respect of the Tax Appeal. Taking into account of the estimated
time and potential cost expected to be incurred, the Group has
withdrawn the Tax Appeal and additional profits tax of
HK$80,889,000 was recognised. The total amount of
HK$135,889,000 was settled on February 2012.

10. A8 H @)

E-FT——F+_A=+—HItFEE K
SERMB EFERBRRET T EAR
5 o BEEIFER AT 2 R REBERA - A
EEE B ERE LR WHERBING
80,889,000 Jt ° & #£135,889,0008 7T &
RZE——F A%t~

B

The income tax expense for the year can be reconciled to the REF BRI T HEGRE 2 KRR 2R
profit before tax per the consolidated statement of BADE A 2 HERA T -
comprehensive income as follows:
2011 2010
—E——F —ZF
HK$’000 HK$’'000
THET FHIT
Profit before tax B A5t B g A 671,346 489,164
Tax at the applicable income tax rate of T;zLﬂ%Ffr 5FR <17.28%
17.28% (2010: 15.71%) T4 15, 71%)%%%,\:& 116,001 76,865
Tax effect of expenses not deductible for T—HLD B M
tax purpose 55,204 8,576
Tax effect of income not taxable for tax BAMBRA Z RIG 2
purpose (3,449) (32)
Underprovision in respect of prior years BEFERENZ 80,438 56,148
Tax effect of tax losses not recognised R jﬂi‘%)@ﬁg 2GR 17,555 11,565
Withholding tax on distributed earnings of HMEARIBE 2IR&EH 2 FEH
subsidiaries Firi5 fR 4,542 7,381
Withholding tax on undistributed earmings of A B /& A Al AR 0 IR & F| 2
PRC subsidiary TEHFRS T 17,576 10,000
PRC land appreciation tax A [ 4 b (B F 3,643 5,014
Tax effect of PRC land appreciation tax LI ER 2 RIS E (546) (725)
Others Hh (377) (584)
Income tax expense for the year AEFZEHEZH 290,587 174,208
Note: The average income tax rate for the year ended 31 December 2011 Wi 22— FR=-T—ZF+-_A=1+—H
and 2010 represents the weighted average tax rate of the operations W FE 2 FHHRE %}ﬁ}it?ﬁ RIEBR T AL FIF
in different jurisdictions on the basis of the relevant amounts of net AR L FEANBBER RS 2 TR Al A

profits before taxation and the relevant rate for the year.
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11. Profit for the Year 1. ZFE=A
2011 2010
—E——F —ET-FF
HK$’000 HK$’'000
THET FHIT
(restated)
(&%)
Profit for the year has been arrived at after A g MG FNRR T 5108 -
charging:
Auditor’s remuneration Z SR < 2,800 2,680
Cost of inventories recognised as expenses RAEHRZ ZEEKA 8,715,647 6,401,543
Depreciation and amortisation on: AN & IR 298 R -
Property, plant and equipment ME - WENMEE 505,879 451,448
Technical know-how BT E A E 5,760 5,665
Trademarks included in cost of sales HE (G ASHERA) 39 42
511,678 457,155
Operating lease rental in respect of rented HEME 2 REROES
premises 6,998 5,827
Release of prepaid lease payments fEBRTE(S H E IR 3,584 3,379
Staff costs, inclusive of directors’ remuneration: 8 TR @ BIEEEE 4 -
Salaries and other benefits e hEMEF 909,332 630,023
Retirement benefits scheme contributions RREFIFTEI R 78,045 37,044
987,377 667,067
The Company’s profit for the year was HK$108,807,000 (2010: NN A2 FE 5 T A108,807,0007% 7T (=
HK$160,611,000). ZT—F4F : 160,611,000/87T) °
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12. Directors’ Remuneration

12. EEME

Lam Wai
Wah Wong
(Chairman Pong Chun, Cheung LiJian Hua
and James  TatSang (Production Chung Ip Cho
Managing  (Executive (Marketing Managing Kam Ting, Heung
Director) Director) Director) Director) Kwong Spencer Kai Sing Total
wiEE RELE FpE
(XER A (THEE (£EB
ESHLE) (37E3) EE) EsHLE) ERX b ERGH B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHEL THT FHET THT T THT T THT
2011 —E—-F
Directors’ fees: 2
Executive 1T - - — - — - - _
Independent non-executive B IERT - - - - 240 120 120 480
Other emoluments paid to the SR FHITES
executive directors: ZHMME
Salaries and other benefits e REMET 3,110 1,626 2,080 2,268 - - - 9,084
Performance related incentive BEEMN RS
payments (note) (FHzE) 3,333 1,572 2,040 2,280 - - - 9,225
Contributions to retirement RNEREBIER
benefit scheme 24 24 24 12 - - - 84
6,467 3,022 4,144 4,560 240 120 120 18,873
2010 —2-%F
Directors’ fees: Yk
Executive 0T — — = = = — — _
Independent non-executive B IERT = = = = 240 120 120 480
Other emoluments paid to the YNTHTES
executive directors: ZEfMHE :
Salaries and other benefits e REMER 3,369 1,481 1,870 2,040 = = = 8,760
Performance related incentive HELEHN Y RS
payments (note) (FfzE) 12,769 990 1,500 1,700 - = = 16,959
Contributions to retirement RIMBRITEIER
benefit scheme 24 24 24 12 — - - 84
16,162 2,495 3,394 3,752 240 120 120 26,283
Note: The performance related incentive payments are based on the Mizt : EHEEHN S TIEEHE T —FEK—
remuneration approved by the remuneration committee for the year E-EE+-—A=+—RIIFEEEHES
ended 31 December 2011 and 2010. HEZHEETE -
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13. Employees’ Emoluments 13. EEM <
Of the five individuals with the highest emoluments in the AEBRAGRSHFMALTH OH(ZZ—
Group, four (2010: four) were directors of the Company whose EEE:MZ)ERAATZES  HMEHE
emoluments are set out in note 12 above. The emoluments of N EXKsE12 Hep—R(ZE—TF -
the remaining one (2010: one) individual was as follows: —H) AL ZBEnT
2011 2010
—E——F —ET-TF
HK$’000 HK$’000
FET FHIT
Salaries and other benefits e MEMEF] 1,311 2,095
Performance related incentive payments ERZEA RO 2 48 720 171
Contributions to retirement benefit scheme  R{RIEFIET 2 5% 12 12
2,043 2,278
Their emoluments were within the following bands: ERAEEMNE 2SN T :
2011 2010
—E——F —E-TF
Number of Number of
employees employees
EEE EEZE
HK$2,000,001 to HK$2,500,000 2,000,001 & 7T £ 2,500,000 7 7T 1 1
14. Dividends 14. &S
2011 2010
—E2——F —ET-FF
HK$’000 HK$’000
THT FHIT
Dividend recognised as distribution during RAEEERAD IR ZBLE
the year:
2011 Interim dividends of 3 HK cents (2010 =& ——4F 7 Hif% 8 5% 3511l
Interim dividends of 4* HK cents) per share —E-TFE7HHRE
FRZ 4 7B0) 83,041 110,717
2010 Final dividend of 1 HK cent (2009 final =& —ZF 7 KHEIR B &1 810
dividend of 1.82* HK cents) per share —EENF 2 RERE
Fh%1.82° L) 27,680 50,318
110,721 161,035
The interim dividends in aggregate of 3 HK cents (2010: 4* HK RAE D RIIRE % 172,768,037,398 % & 3
cents) per share amounting to approximately HK$83,041,000 Bat®E  AR-_F——F< A=-+H =%
were paid and payable in 2011 to shareholders on the register — & +TATN\BRZZE—F+-HA=+
of members of the Company at the close of business on 20 HEEREHERERTIAQRRERM 2
June 2011, 18 October 2011 and 20 December 2011, based R REN T ——FHHREGRHAES
on 2,768,037,398 ordinary shares in issue respectively. BU(ZE—ZF 48 WL) & HAL

83,041,000/ 7T, ©
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14. Dividends (continued)

The final dividend of 2.5 HK cents based on 2,768,037,398
ordinary shares, in respect of the year ended 31 December
2011 (2010: final dividend of 1 HK cent, based on
2,767,982,398 in respect of the year ended 31 December
2010) per share has been proposed by the directors and is
subject to approval by the shareholders in the forthcoming
annual general meeting.

* Based on ordinary share issued after the adjustment for the bonus
issued and the share subdivision that have been approved by the
shareholders at the extraordinary general meeting held on 19 January
2011.

15. Earnings Per Share

The calculation of the basic and diluted earnings per share is
based on the following data:

14. RE (&)

B =0 #5182 768,037,398 E@EARETE
KEHE-_ZT——F+_-_A=1+—HILEE
ZARBBEEFER25BIW( =T —FF : 1%
2,767,982,398 B s EHE—T —ZF
T AT HUEFEZARPBREER1E
i) - MR R A FE fE R ERIBE RS L o

* BEERN T ——F— A T ERTZBRE
RIAE E#AEZ B BT RO IFAIELT
ERZBREITEBRAE

15. SRER

BIRERNEERN TR TIBEFE

Earnings |
2011 2010
—E——F —E—ZF
HK$’000 HK$’'000
FEx FAT
Earnings for the purposes of basic and diluted F{E&t & G I& EL 7N J #1582 K
earnings per share 2 BH 380,759 314,956
Number of shares R&OEB
2011 2010
—E-—-F5 _"ZT-IZF
000 000
T T
Weighted average number of ordinary shares F{Est B G IRE AR F] 2
for the purposes of basic earnings per share N EBAKER 2,768,022 2,731,448
Effect of dilutive potential ordinary shares: BELTBREETE
Share options issued by the Company RN EFTET 2 BE AR - 7,440
Weighted average number of ordinary shares fR{Est B G ER T 2
for the purposes of diluted earnings per share  HN#E 15 & 38 f& £ B 2,768,022 2,738,888
The weighted average number of ordinary shares for the STEERERRN 2 TRRMETHEE R

purpose of basic earnings per share has been adjusted for the
bonus issued and share subdivision that have been approved
by shareholders at the extraordinary general meeting held on 19
January 2011. The corresponding number of ordinary shares of
2010 has been retrospectively adjusted to reflect the said
bonus issues and share subdivision.

BRR-F——F—ATHhBBTZRRE
BIRE EHEE 2 B BITAR RO IFAEL
HE - —F-FEEARZABHEEE
BAAEE - PARRR bl 2 ATAREE 1T RO Y74
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15. Earnings Per Share (continued)

16. Property, Plant and Equipment

76

15. BIRER (&)

The computation of diluted earnings per share for the year
ended 31 December 2011 did not assume the conversion of
outstanding share options since the exercise price was higher
than the average market price of the Company’s shares during
the year ended 31 December 2011.

HRITEESR AR B RONE

BT

FrtA=T—HALFEZFHMHER

WEE—T——

Ft-A=1T—HLEFEZ

B s BN 2 FH B BRI ARITE

Z BB IHE -

16. % - BERRE

Leasehold Furniture Properties
landand fixtures and Plant and Motor under
buildings equipment machinery vehicles  development Total
A
THREF HEREE  HERES RE  BREYNE ok
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THT Tn Tr THx THET
CosT KA
At 1 January 2010 RZE—24-F—H 975,745 410,886 4,808,062 31,764 144,769 6,371,226
Currency realignment HlRE 27,302 14,974 74,954 385 2912 120,527
Additions AE = 43547 398,083 928 96,720 539,258
Transfer B 18,407 - - - (18,407) -
Transfer to non-current assets ~ EAZH{EL EIERE
held for sale (note ) L GES)) - - - - (57,961) (57,961)
Disposals/write off e/ = (17,906) (102,561) (1339 = (121,806)
At 31 December 2010 RZE-Z4+ZA
== 1,021,454 451,501 5,178,518 31,738 168,033 6,851,244
Currency redlignment LT 31,854 20,996 78,071 593 12,722 144,236
Additions RE 766 29,773 641,002 2,345 122,476 796,362
Disposals/write off &/ - (3,041) (35,863 (3,739) - (42,643)
At 31 December 2011 R-E—F+-f
=+-H 1,054,074 499,229 5,861,728 30,937 303,231 7,749,199
DEPRECIATION AND ERAE
IMPAIRMENT
At 1 January 2010 W-2-%%F-A-H 141,699 234,542 1,792,137 25,178 - 2,193,556
Currency realignment LT 2,502 8,061 66,870 353 = 77,786
Provided for the year FERE 26,313 32,869 390,304 1,962 = 451448
Eliminated on disposals/write off & /Hi$¥1k (1,860) (9,616) (88,179) (775) = (100,424)
At 31 December 2010 i i
=t+-H 168,654 265,856 2,161,138 26,718 = 2,622,366
Currency realignment FRE 4,071 12,432 71,054 499 = 88,056
Provided for the year FERE 26,790 34,947 442 677 1,465 - 505,879
Eliminated on disposals/write off & /#i4%/4 - (2.472) (22,147) (2,074) = (26,693)
At 31 December 2011 RZE—F+-f
=+-H 199,515 310,763 2,652,722 26,608 = 3,189,608
CARRYING VALUES REE
At 31 December 2011 RZZ——F+=f
=t+-H 854,559 188,466 3,209,006 4329 303,231 4,559,591
At 31 December 2010 RZE—S4FZAR
=+-H 852,800 185,645 3,017,380 5,020 168,033 4,228,878
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16. Property, Plant and Equipment (continued)

Notes:

(@)

During the year ended 31 December 2010, properties with the
carrying amount of HK$63,411,000 (comprising prepaid lease
payment and properties under development) has been reclassified to
non-current assets held for sales.

The cost of leasehold land and buildings is depreciated over forty
years or the terms of the respective leases, whichever is the shorter,
using the straight-line method.

The other items of property, plant and equipment, other than
properties under development, are depreciated on a reducing
balance method at the following rates per annum:

Furniture, fixtures and equipment 15% to 20%
Plant and machinery 11% to 15%
Motor vehicles 25% to 30%

The carrying value of the Group’s property interests shown above
comprises:

16. V¥ - BMERRKE &)
FI5E -

@ BEZ-ZTE+_A=t+—HIFE FE®E
E/63,411,0008 T2 W3 (BEBHNEER
BRERTYE)EEFNHEEFELEIER
FEE o

b HELMRETZKAABEREALD+FFH
SFEHEEFHAREERE)ITE -

Hitp%  BEI&E2HE (RERTHE
SN IABRBEARRE » A TR RETEITE ¢

BRI HERE 15% & 20%
R Rt 28 1% & 15%
B 25% Z= 30%

©  BRAKEYEERZEERERSE :

2011 2010
—E-—F —E-TF
HK$°000 HK$'000
FET FHET
Leasehold properties in Hong Kong held under 1R & EAfE A TE BB 15 H 2

medium-term leases HEME 17,088 17,625

Properties in the PRC held under medium-term B4 Fh HAFR A fE R B4 H 2 W%
leases 1,140,702 1,003,208
1,157,790 1,020,833
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17. Prepaid Lease Payments

17. EHEERIE

2011 2010
—E——F —FF
HK$’000 HK$'000
FET FHIT
The Group’s prepaid lease payments AEEENEEFRIERE
comprise:
Land use rights in the PRC held under RIEPERE LTS
medium-term leases a7 T A 161,456 157,625
Analysed for reporting purposes as: HERERITAT
Non-current asset FEMBEE 157,812 153,895
Current asset MEEE 3,644 3,730
161,456 157,625
18. Intangible Assets 18. B & E
Development Technical
expenditure know-how Trademarks Total
BRXE RENEEAS ] HEE
HK$’000 HK$’000 HK$’000 HK$'000
FHT FHL FHT THAT
COST 2N
At 1 January 2010 and RZZE—T5—H—H
31 December 2010 RZT—ZF
+=-HA=+—8H 43,602 22,661 1,570 67,833
Additions NE = 569 = 569
At 31 December 2011 R-ZE——%
+=—A=+—8 43,602 23,230 1,570 68,402
AMORTISATION s
At 1 January 2010 RN-—E-ZF—F—H 43,602 11,330 1,484 56,416
Provided for the year FERE — 5,665 42 5,707
At 31 December 2010 RZZE—ZEF+-A
:‘l’ H 43,602 16,995 1,526 62,123
Provided for the year FERE — 5,760 39 5,799
At 31 December 2011 RZZE——%F+=HA
=qF=[ 43,602 22,755 1,565 67,922
CARRYING VALUES BREE
At 31 December 2011 RZZE——%F+=HA
== - 475 5 480
At 31 December 2010 RZZE—ZF+=HA
== = 5,666 44 5,710

Development expenditure, technical know-how and trademarks
are amortised on a straight-line basis over 4 years.
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19. Available-For-Sale Investments

19. AIHHERE

2011 2010
—E—-F5 —E-FTF
HK$’000 HK$'000
FET FH&TT
Listed equity shares listing in Taiwan (note a) R &8 2 EitEzsikHm
(M3t a) 46,730 —
Unlisted equity shares, at cost (note b) JE ETRERE I (IR ANE)
(MizEb) 10,500 10,500
Less: Impairment loss recognised B B RERRERE (10,500) (10,500)
Total FEEE 46,730 —
Notes: e
(@  The listed equity investment represents approximately 2% equity @)  LETERARERN—MESEEMKILZ AT

interest in a company incorporated in Taiwan with the registered
shares listed on the Taiwan Stock Exchange, which are stated at fair
value. The fair value of listed equity securities is determined based on
quote market bid price available in the relevant stock exchange.
Since there is a significant and prolonged decline in the fair value of
that investment below its cost, impairment loss of HK$106,026,000
has been recognised for the year ended 31 December 2011.

Z#12% AR - AR Z RO N & E
BHERX G LT - WIRAFEETIR - Ehk
REHZ N FEEDREWUESZDAMHRZ
M EABEE - ARZIREZ A FEEXE
RFEETREENEKRAS  BR_F——%F
Tt A=+t BLEEBRRBREER
106,026,000 /& T °

()  The investments represented the unlisted equity shares issued by () ZHEREE-—FRARLABBETHNETER
private entities in Japan. The investments are stated at cost less Prfp - ANESBAFEEZ MFHEEBAK
impairment because the range of reasonable fair value estimates is so AAREERARERFEETREASETE - K
significant that the directors of the Company are of the opinion that RENERREAR R T ——FR_T—
their fair value cannot be measured reliably. The directors have TEF_A=+—H EFCETEBRESE
assessed the expected future cash flows expected to be generated EZRRBEDRE - AC KA EBRETER
and an impairment loss was fully provided against the cost as at 31 EEEEE -

December 2011 and 2010.

- i

20. Inventories 20. #&
2011 2010
—E——F —ET-FF
HK$’000 HK$’000
THET FHIT
Raw materials [EM 213,921 219,343
Work in progress TR 397,331 390,323
Finished goods R T 271,490 139,206
882,742 748,872
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BE

21.

22.

80

BT —Ft+-A=t+-ALEE

Loan Receivable

21. EIRER

2011 2010

—E——F —=F

HK$’000 HK$’'000

FEx FAT

Interest-free loan receivable B EEWE R 24,762 24,762
Less: allowance for loan receivable W RN E B (24,762) (24,762)

The directors have assessed the expected future cash flows
expected to be generated and allowance for loan receivable
was fully provided against the carrying amount as at 31
December 2011 and 2010.

Trade and Other Receivables

RZE—FR T ZTFF+_A=+—H &
EELHBEHEELECAKRRERE  BERM
BREEEHGT IR B E R -

22, FEUWRARIE K H 4th FE K IE

2011 2010
—E——F —=F
HK$’000 HK$’'000
FExT FAT
Trade and bills receivables FE U AR TR I e U R iR 3,153,077 1,585,976
Less: Allowance for doubtful debts W REREAE (6,548) (7,421)
3,146,529 1,578,555
Other receivables, deposits and prepayment — E {th FEUFXIE « 2 & M FERTFRIE 177,801 275,271
Less: Allowance for doubtful debts B REREAE (33,210) —
144,591 275,271
Total trade and other receivables JE LT BR T8 % L th B LA R TR 4R 58 3,291,120 1,853,826

The Group allows a credit period ranging from 30 to 90 days to
its trade customers. Included in trade and bills receivables are
bills receivables with the carrying amount of HK$734,071,000
(2010: HK$209,418,000). The amounts are unsecured, interest
free and with a maturity period ranged from 30 to 60 days.

Included in the other receivables are purchase discounts from
suppliers with aggregate carrying amount of HK$Nil (2010:
HK$126,197,000) and other PRC tax recoverable of
HK$75,784,000 (2010: HK$82,720,000). At the end of the
reporting period, full allowance has been recognised in respect
of the outstanding purchase discounts from suppliers with
carrying amount of HK$33,210,000 (2010: Nil).
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22. Trade and Other Receivables (Continued)
The Group’s trade and bills receivables that are denominated in

currencies other than functional currencies of the relevant group
entities are set out below:

22, FEUNBRIE & H it E W FIE (&)

AEBNEHEEERINESEUIN 2GR
SIMEZ R K R R EE I T

2011 2010

—E2-—-5 CZT-TF

HK$’000 HK$’000

FET FHET

Denominated in HK$ A TTEHE 26,092 64,458
Denominated in Euro AR TTEHE 31,825 11,470

The following is an aged analysis of trade and bills receivables
presented based on the invoice date at the end of the reporting
period, net of the allowance for doubtful debts at the reporting

REE B 2 BUHRIE R EWEE (RS H
RILBHRBHZ)) BRRBEE Rk DT
L

date:
2011 2010
—g--F “T%F

Trade Bills Trade Bills
receivables  receivables Total receivables receivables Total
EKERE EXEE I feliiRIE EREE =
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T THIL THT
Within 60 days 60HA 1,936,061 377,647 2,313,708 1,294,346 160,275 1,454,621
6110 90 days 61£90H 403,198 183,955 587,153 44105 24,165 68,270
More than 90 days HiANA 73,199 172,469 245,668 30,686 24,978 55,664
2,412,458 734,071 3,146,529 1,369,137 209,418 1,578,555

Before accepting any new customer, the Group has assessed
the potential customer’s credit quality and defined credit rating
limits for each customer. Limits attributed to customers are
reviewed once a year. 87% (2010: 76%) of the trade and bills
receivables are neither past due nor impaired having settlement
subsequent to the reporting date and with no past history of
defaults in payment.

Included in the Group’s trade receivable balance are debtors
with aggregate carrying amount of HK$409,309,000 (2010:
HK$377,657,000) which are past due at the reporting date for
which the Group has not provided for impairment loss as there
has not been a significant change in credit quality and the
amounts are still considered recoverable. The Group does not
hold any collateral over these balances.

REMRERFEER - AEBSFTHEER
FZEEEEZMRETIREFPZ2EEFER
-GN TREEZEERBEFEE XN R
WMEREER TN (ZE—TF : 76%) 2
EUBRTE R ERBEERBHERE - BB
E I s /R 5 8% o

AEBZEUBNEEESANBRE AR
M B A&409,309,000 (= & — & & :
377,657,000 70) Z FEWRBAR X + ZEFIER
WMEHDBY  MEAREEEERWEER
BEHZERENAEAIKE - Bt AEEW
EIELRERBERE AEBVERZSLE
FR 1A AR -

ERERERAR «» _T——FFH 81



Notes to the Consolidated Financial Statements

e RS AR MY

For the year ended 31 December 2011
BEET —F+-A=t-RLFE

22. Trade and Other Receivables (Continued)

82

Ageing of trade and bills receivables which are past

22, FEUNBRIE & H it E W FIE (&)

ERMERREzBUIRERERRE

due but not impaired 2 BE#
2011 2010
—F-—-5 ZT-FTF
HK$’000 HK$’000
FET FET
Within 60 days 60HA 361,184 302,866
61 to 90 days 61290 H 38,728 44 105
More than 90 days #Bimo0 H 9,397 30,686
Total FEEE] 409,309 377,657

In determining the recoverability of trade and bills receivables
and other receivables, the Group consider any change in credit
quality of the debtors from the date of credit was initially granted
upto the reporting date. Accordingly, the directors believe that
there is no further credit provision required in excess of the
allowance already made.

An allowance was provided on doubtful debts due from trade
and other receivables and the movement are as follows:

A E TE B W AR TR I R M SR 98 e B At R MU BRIR
ZAEEE - AREEEEARIRELIE
EZREERER LERUBERZEEERN

EAEE - At - EEZRAE
BBCFREZEERE -

B — R

B 30 LA R TR e B At R KUK IR 2 FE MR BT

R BRZFWOT

2011 2010

—E——F —E-THF

HK$’000 HK$’000

FET FHET

Balance at beginning of the year FYEEH 7,421 10,058
Impairment losses recognised on receivables & g & U FUBFERR 2 Fi(E E5E 35,843 1,258
Amounts written off as uncollectible Wi Es A Al Y Bl 2 kI8 (3,506) (3,895)
Balance at end of the year IR AR 39,758 7,421

Included in the allowance for doubtful debts are individually
impaired trade and other receivables with an aggregate balance
of HK$33,210,000 (2010: HK$1,258,000). Impairment losses
were recognised based on the analysis and internal assessment
of the recoverability of the debts. The Group does not hold any
collateral over these balances.
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23.

24,

T——F+_RA=+—RHLFE

Fixed Deposits/Bank Balances and Cash 23. ERER RTEFERES

2011 2010
—E——F —=F
HK$’000 HK$’000
FET FAT
Cash on hand and in bank Re RRITER 634,486 821,004
Short term fixed deposits RHIEETF 233,918 30,941
868,404 851,945

Fixed deposits with original maturity date RESE@EBE=(A =
more than 3 months TE B 237,116 =

The Group’s fixed deposits and bank balances and cash that
are denominated in currencies other than the functional
currencies of the relevant group entities are set out below:

ARENERSEERDEERUIIZEE
SIEZ ERERRBITETRRSH I
T

Japanese Yen HK$ Us$ RMB
=} BT EYH ARY
HK$'000 HK$'000 HK$'000 HK$’000
FHT FHET FHET FHET

As at 31 December 2011 N-_E——%F+—-H
== 2,891 32,306 41,130 555,525

As at 31 December 2010 N-ZET—ZTF+—-A
== 4 135,197 46,826 46,829

Fixed deposits and bank balances carry interest at variable
rates which ranged from 0.01% to 2.4% (2010: 0.01% to
0.46%) per annum.

Non-Current Asset Held for Sale

mﬁﬂr R ESRITEFRN T 0.01% E£2.4%
—ZF : 0.01% £ 0.46%) Z 2 B E 7
%Eﬁ%\o

24. HIEHEFRRBEE

2011 2010
—E——F —ZFF
HK$’000 HK$’000
FET FET
Leasehold properties in the PRC held RIEPHREOEREHSE
under medium-term leases ZHEME 2,699 14,535

The directors of the Company approved the disposal of certain
properties which were previously developed as staff quarters.
Leasehold properties with a carrying amount of HK$63,411,000
had been reclassified from prepaid lease payment and
properties, plant and equipment in prior years, of which
HK$12,281,000 (2010: HK$48,876,000) was sold during the
year for consideration of HK$24,473,000 (2010:
HK$69,218,000). The gain on disposal was approximately
HK$12,192,000 (2010: HK$20,342,000) and was recognised in
profit for the year.

RAREEHAHEUNTRRIEEIFRES Y
ETWE-RBAEAFE EEEA
63,411,000 8L 2 HE MBS A EFKIA
UERYE- - BMERIXBETHHE Ho
12,281,0007% 7t ( =& — T 4 : 48,876,000
BIT)RFERNHE - R85 24,473,000 7T
—Z4F : 69,218,00078 7T ) © & Uz
4 /512,192,000 w( = T — T F:
20,342,000 L) * WHERABFEE & o
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25. Trade and Other Payables

26.

84

The following is an aged analysis of trade payables presented
based on the invoice date at the end of the reporting period:

25. BNREAERAEMENKE

RBEMRIZER Y27 2 BN RERE
DT

2011 2010

—E——-F% —Z-ZF

HK$’000 HK$’000

FExT FET

Within 60 days 60HA 1,221,340 766,965
61 to 90 days 61290 H 325,648 168,368
More than 90 days H#i#E90 H 110,654 64,905
1,657,642 1,000,238

The credit period on purchases of goods ranges from 60 to 90
days. The Group has financial risk management policies in
place to ensure that all payables are settled within the credit
timeframe.

Included in other payables are sales deposit received with
aggregate carrying amount of HK$103,910,000 (2010:
HK$140,196,000) and accruals of operating expenses with
aggregate carrying amount of HK$175,138,000 (2010:
HK$114,502,000).

The Group’s trade payables that are denominated in currencies
other than functional currencies of the relevant group entities
are set out below:

REBEMONEERNFE0EWNR - AEE
PEBEE CMBHRREEBR - AERR
EERAXNAARNTUR -

H b e 5B B R B RRE E 4 103,910,000
BT (ZZT—Z 4 140,196,000 7T) 2 2
WiHERE RAKRMES 175,138,000 T
—T— T4 : 114,502,000 7T ) Z FEET AR
BEHR -

AEBEAEEEEERIGEERUINZEE
FHEZ ERTBRIAE ST

2011 2010

—B——F —ZT-TF

HK$’000 HK$’000

FExT FAT

Denominated in HK$ B TTETHE 109,676 214,969
Denominated in Japanese Yen AR E&HE 80,492 91,130
Denominated in Euro LARRTEHE — 160

Derivative Financial Instruments

The derivative financial instruments represented interest rate
swaps which were measured at fair value. The interest rate
swaps were matured during the year ended 31 December
2011,
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loan agreements.

All the Group’s borrowings are variable-rate borrowings which
carry interest at HIBOR or London Interbank Offered Rate
(“LIBOR”) plus certain basis points. Interest is repricing every
three months and the range of effective interest rates is at HIE -
1.05% to 3.50% (2010: 1.02% to 2.93%) per annum.

5 -

EHNERERAT o

TRIZEH Sk fm
RIZHFE ) A

3.50% (==

27. Bank and Other Borrowings, Unsecured 27. RITRHEHMEE - BEKH
2011 2010
=F——F —TF
HK$’000 HK$’'000
FET FHIT
Bank loans RITER 1,828,560 1,409,067
Trust receipt loans ErEBUIEE R 1,155,295 827,936
Other loans Hibh &3 48,265 26,469
3,032,120 2,263,472
The Group’s bank and other borrowings REBULERAEEERIGEER
that are denominated in currencies other PASNZ 8T8 > $R1T R E4th
than the functional currencies of the BEHINT :
relevant group entities are set out below:
Denominated in HK$ A TEHE 2,453,876 1,183,853
Denominated in Japanese Yen A HEFE 66,676 57,522
Carrying amount repayable*: FEfTERMEE
Within one year N—F R 2,208,641 1,559,610
More than one year, but not exceeding —ERERREARN
two years 378,288 281,290
More than two years, but not exceeding MERBERAFA
five years 406,839 328,895
More than five years L& 13,352 -
3,007,120 2,169,795
Carrying amount of bank loans that are not NERRERRES —FANEE
repayable within one year from the end 1 @Aﬁ/\{g%zﬁ—;{g SR
of the reporting period but contain ERGINREAaER)
a repayment on demand clause ZE\EE@
(shown under current liabilities) 25,000 93,677
3,032,120 2,263,472
Less: Amount due within one year shown B R REBaER . —FA
under current liabilities EHA5RIE (2,233,641) (1,653,287)
Amount due after one year shown under HIRIERB B ER 2 —F1&
non-current liabilities B BR kT8 798,479 610,185
* The amount due are based on scheduled repayment dates set out in * B EFIBIRBEH R E R E 2 BEERE H

AEBEFBEEHEZEEE  HIZEHER
HERTTRIZES B ([fRERTT
TR E - FBEE=
‘éi“li%%ﬂ K7 FBENF1.05%=E

=f@A

T 1.02% E2.93%) ©

e i
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28. Deferred Tax Assets/Liabilities 28. EXEBIEEE AfE
For the purpose of presenting in the consolidated statement of BRNEEIBRRRT 2 BB 2Em
financial position, the following is the analysis of the deferred tax EBEERIBEBRIITAT ¢
balances for financial reporting purposes:
2011 2010
S =
HK$’000 HK$’000
FET TR
Deferred tax liabilities ELEFIBAE 39,013 35,442
Deferred tax assets BELEFIBEE (8,815) (8,451)
30,198 26,991
The following are the major deferred tax liabilities (assets) EREENBEEERNEDN T BRTERIE
recognised and movements thereon during the current and BEEE) RESEHHT -
prior years:
Allowance
for
Accelerated receivables Undistributed
tax and profits of
depreciation inventories  subsidiaries Total
piifz3 PR IE & MEDR
BEITE FEERE Ko EEF ko]
HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FAET FET
At 1 January 2010 RZZE—T5—H—H 24,897 (8,225) 10,000 26,672
Reversal of deferred tax liability 4/ i 14 % Bl
upon distribution of profits EHIEEE — - (10,000) (10,000)
(Credit) charge to profit or loss REEBZHT (EHR)
for the year X8 545 (226) 10,000 10,319
At 31 December 2010 RZZ—FF+=HA
=+—H 25,442 (8,451) 10,000 26,991
Reversal of deferred tax liability 43 % 7114 #& B3 iE
upon distribution of profits RIEAE — — (10,000) (10,000)
(Credit) charge to profit or loss  REEBzEH (#KE)
for the year S| (4,005) (364) 17,576 13,207
At 31 December 2011 RZZ——%+=A
==k 21,437 (8,815) 17,576 30,198

At the end of the reporting period, the Group has unused tax
losses of HK$102,616,000 (2010: HK$103,720,000) available
for offset against future profits. No deferred tax asset has been

REEHR AEB 2R AMRK
&5 18102,616,000/8% 7L( — & — & F:

108,720,000 77T ) A] FB{EH SEAR 2 m 7 -
RARBEMETARRGEFR - AW ERZE
EIEERRELEHRBEE - REIZHREER
s Al R HA AL o

recognised in respect of such losses due to the unpredictability
of future profit streams. Unrecognised tax losses may be carried
forward indefinitely.
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28. Deferred Tax Assets/Liabilities (Continued)

Under the EIT Law of PRC, withholding tax is imposed on
dividends declared in respect of profits earned by PRC
subsidiaries from 1 January 2008 onwards. Deferred taxation
has not been provided for in the consolidated financial
statements in respect of temporary differences attributable to
accumulated profits of the PRC subsidiaries amounting to
HK$296,637,000 (2010: HK$170,982,000) as the Group is able
to control the timing of the reversal of the temporary differences
and it is probable that the temporary differences will not reverse
in the foreseeable future.

29. Share Capital

EEBEEE, B #®)

BEPBRCEMRGHE BT N\F
—A—B# 3P EHER AR EF
FTEIRAIEEABMIBIT o IR E B 75 R
K WERTEBARZ Rt aflng
B Z %6296,637,0008 t( = T — T F ¢
170,982,000 7T) {E IR IEFH IE R - RE
LB A HiEFI B R TR = AR

I AR NS ER] BAR R E =58 -

29, A

Number of ordinary shares

EZEREAE
at HK$0.02 at HK$0.10 Share
per share per share capital
#Z8KR0.02ET #ZEBR0.10E T (&N
HK$'000
FHET
Authorised: ETE
Balance at 1 January 2010 and RZE—ZEF—A—HK
31 December 2010 —E—EF+-A=+—H
2 KEER - 650,000,000 65,000
Increase 0 — 350,000,000 35,000
Effect of share subdivision to BROFHZEEGR0.02 57T
HK$0.02 each (note b) 22 (fizEb) 5,000,000,000  (1,000,000,000) —
Balance at 31 December 2011 R-E—F+-A=1+—H
R 5,000,000,000 — 100,000
Issued and fully paid: BREITRAR
Balance at 1 January 2010 RNZZE—ZTF—A—B2z&HR — 472,939,527 47,294
Issue of ordinary shares RERERHRETLER
pursuant to a subscription
agreement — 30,000,000 3,000
Issue or ordinary shares upon RERREE TR R T L B
exercise of share options — 330,000 33
Balance at 31 December 2010 —E-FTE+-A=1+—AH
P - 508,269,527 50,327
Effect of share subdivision BRintral 2 52 (FisEb)
(note b) 2,516,347,635 (603,269,527) —
Issue of ordinary shares upon BT T AL
bonus issue (note c) (PffzEc) 251,634,763 = 5,033
Issue or ordinary shares upon PRI TR 31T
exercise of share options jtﬁﬂﬁ 55,000 — 1
Balance at 31 December 2011 —E2——F+-A=1+—H
Zmﬁ% 2,768,037,398 - 55,361

ERERERAT
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29.

30.

88

Share Capital (Continued)

Notes:

On 19 January 2011, ordinary resolutions were passed by the shareholders
at an extraordinary general meeting of the Company pursuant to which:

(@) the authorised share capital of the Company was increased from
HK$65,000,000 to HK$100,000,000;

(b) each of the existing issued and unissued share capital of the
Company of HK$0.10 per share was subdivided into 5 shares of
HK$0.02 each.

(c) the issued share capital was increased by way of bonus issues on the
basis of one bonus share for every ten shares.

Details of the exercise of share options are set out in note 34.
Capital Risk Management

The Group manages its capital to ensure that entities in the
Group will be able to continue as going concern while
maximising the return to shareholders through the optimisation
of the debt and equity balance.

The capital structure of the Group consists of net debt, which
includes the borrowings disclosed in note 27, net of cash and
cash equivalents and equity, comprising issued share capital
and reserves.

The directors of the Company reviews the capital structure
periodically. The directors consider the cost of capital and the
risks associates with the capital, and will balance its overall
capital structure through the payment of dividends and new
share issues of the Company as well as raising of bank
borrowings.

The Group’s overall strategy remains unchanged from the prior
year.
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) ARBBEEEITRABITRATSREE
0.108 T2 MmO #r4 A5 R SR EE0.025 7T
2B e
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31. Financial Instruments

a.

31. @I H

Categories of financial instruments a. SRIASSE
2011 2010
—E——F —E—TF
HK$’000 HK$’'000
FET T
Financial assets THEE
Loans and receivables (including cash ERRERGRIE (BE
and cash equivalents) HeKFSEEEB) 4,337,000 2,686,591
Available-for-sale investments AIEHERE 46,730 —
4,383,730 2,686,591
Financial liabilities EHEE
Amortised cost B PR 5,182,022 3,628,771
Derivative financial instruments PTEEmIA - 1,746
5,182,022 3,630,517
Financial risk management objectives and b. £EEKEEEERBE

policies

The Group’s major financial instruments include bank
balances and cash, trade and other receivables, available-
for-sale investments, trade and other payables and bank
and other borrowings. Details of these financial
instruments are disclosed in respective notes.

The risks associated with these financial instruments and
the policies on how to mitigate these risks are set out
below. The management manages and monitors these
exposures to ensure appropriate measures are
implemented in a timely and effective manner.

Market risk

The Group’s activities expose primarily to the financial
risks of changes in interest rates, foreign currency
exchange rates and change in prices (see below).

AEEZTR2EMIABRKRITET
KIRE  FEURTA N H A W 5K0R
AHEERE BNREREMERS
REARRITREMEE - ZFT R
TAZFHBREEMTIELKE -

ERZFeM T A ZERLEEZE
REAOBRENTX EEESEE
RERZERR - ARER KA RO
EHEE R

™SR

AEE 2 EFBEEAT TR RIMERE
XEHETHRARUANERESER
(B30 -
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31. Financial Instruments (Continued)

b. Financial risk management objectives and

policies (Continued)
Market risk (Continued)

(i) Foreign currency risk
The Group undertakes certain transactions
denominated in foreign currencies which are

31. €EMI HE %)

b. EREMREEBERBEE#E)

mISEE(E)
)  SMEREE

AEBZETRHAINERE
ZEINEREENB AR NS

different from United States dollars and Renminbi, B (ETTRARE) AINDEES o
the functional currency of the respective

subsidiaries.

The carrying amounts of foreign currency risk arising NREH - INESHEZEKE

from foreign currency denominated monetary assets
and monetary liabilities at the reporting date are as

follows:

EMEBABELZINERRZ

BREENT :
Liabilities Assets
=F BE
2011 2010 2011 2010
25 —T-TF 2% —T-FTF

HK$000  HK$'000
FET TAT

HK$000  HK$'000
FET TAT

Hong Kong dollar

Japanese Yen
Euro
RMB
NTD

BIT
ShE
BT
AR
ek

2,594,604 1,398,822
147,168 148,652
- 160

58,398 199,655

2,891 4
31,825 11,470
557,049 46,829
46,730 =
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31. Financial Instruments (Continued)

31. €EMI HE %)

b. Financial risk management objectives and b. £REMEEBERBEK(E)
policies (Continued)
Market risk (Continued) s Rk (&)
(i) Foreign currency risk (Continued) () MR R (E)
Sensitivity analysis BRRE DT
The following table indicates the approximate TRBTANRINEEE (BIZxET)
change in the Group’s profit after taxation for the HBMARSERSEREEELRE
year in response to reasonably possible change in Mz HEEEr IRy S IEE
the functional currency i.e. United States dollars B MERAEBARFERTEZ
to the relevant currencies which the Group have A FTE £ 2 AN EE) - BRIR
significant exposure at the reporting date. 15 B B2 0 R | 28 JT B = T
Since Hong Kong dollars are pegged to US dollars 8 BEEWITEHHRAHE
under the Linked Exchange Rate System, the JC B2 2 ST [ RO &) 2 8 KN R
management does not expect significant foreign fer o N2 B 3 EACE =TT LASMI
currency exposure in relation to the exchange rate w7 @G o
fluctuation between Hong Kong dollars and US
dollars. The Group mainly exposes to foreign
currency risks other than US dollars.
2011 2010
—E——F —T-ITF
United States United States
dollar Increase dollar Increase
strengthens (decrease) strengthens (decrease)
(weakens) in profit (weakens) in profit
ERHE a1 AN ELAE pieylbll
(iZE) (H2) (B21H) CR)
HK$°000 HK$'000
TET TAT
Japanese Yen HE 5% 6,024 5% 6,206
(5%) (6,024) (5%) (6,206)
Euro BT 2% (531) 7% (661)
2%) 531 (7%) 661
RMB ARE 4% (18,605) 4% (1,564)
(4%) 18,605 (4%) 1,564
NTD ek 4% (1,561) = -
(4%) 1,561 — =

ERERERAT « —F——55H
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31. Financial Instruments (Continued)

92

b.

Financial risk management objectives and
policies (Continued)
Market risk (Continued)

(i)

(i)

Interest rate risk

The Group is exposed to cash flow interest rate risk
due to the fluctuation of the prevailing market
interest rate on bank balances and variable-rate
bank and other borrowings (see notes 23 and 27
for details). The Group’s cash flow interest rate risk
is mainly concentrated on the fluctuation of HIBOR
and LIBOR arising from the Group’s Hong Kong
dollar denominated borrowings. The management
considers the exposure to interest rate risk in
relation to bank balances is insignificant due to the
low interest rate. The Group currently does not use
any derivative contract to hedge its exposure to
interest rate risk. However, the management of the
Company will consider hedging significant interest
rate exposure should the need arise.

Sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to interest rates
for variable-rate bank borrowing. The analysis is
prepared assuming the amount of liability
outstanding at the reporting period was outstanding
for the whole year. A 100 basis point (2010: 100
basis point) increase or decrease is used which
represents management’s assessment of the
reasonably possible change in interest rates.

If interest rates had been 100 basis points (2010:
100 basis point) higher/lower and all other variables
were held constant, the Group’s post-tax profit for
the year ended 31December 2011 would decrease/
increase by HK$25,318,000 (2010: decrease/
increase by HK$18,900,000).

Other price risks

The Group is exposed to equity price risk arising
from investments in listed equity securities classified
under available-for-sale investment.
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. E@MIE®)
b. ¢REAKRTEAERKE &)

misEkE (&)

(i)

(i)

Y= 2
$$.m%#ﬁiﬁ§ﬂ$@
% - ZRARRTIKE RITER MF
BRITEEAREMEE (F1E
2R ME23 K% 27) 2 WITHISH]
REH - AEEZREREFE
RBRREAEBABTEZE
E EBREFTRBBRITAENR
EBBIRTTRERE 2 &8 -
&KTMW%Kﬁ?@ Sl Ay
BER/RITHET AN EE
Bt NEEK o 7N & B3R A 3f SR 4P
FRAEARIDT A& 4D LA e B A & [
o AT ARREERER/RA
FERZBENEAN KRR -

BREE DT
AN E S AT TR F BRTT
BEZFERBMERE ° Z2M
IDBRERBEHREFZAERE
M ARG MAREL - AN 7] JifE A
1008 F (= —Z4F : 10085F)
zi*ﬁudz»azd\ REEEE LT
REHIRABEH(ED 2
150

AR EF,/ FEA1002 + (=

T—TF  100%F)  MABE
MBERETE  AEEREE

—E——F+-A=t+-ALF
& 2 B Fi & A BIRL >3 hn
25,318,000 L (—Z & —Z F :
1 H018,900,000 8 7T ) e

HEE R
AEFBAZRENDBAAHE
EREZ EMBEARBHFELEZK
AERER o



Notes to the Consolidated Financial Statements

e RS R AR Y R

For the year ended 31 December 2011
BEST —F+-A=t-RLFE

31. Financial Instruments (Continued)

b.

Financial risk management objectives and
policies (Continued)
Market risk (Continued)

(i)

Other price risks (Continued)
Price risk sensitivity analysis
The sensitivity analyses below have been
determined based on the exposure to equity price
risks at the reporting period.

If equity prices had been 15% (2010: 15%) higher,
investment revaluation reserve would increase by
HK$7,009,475 (2010: nil) as a result of the changes
in fair value of available-for-sale investments. If
equity prices had been 15% (2010: 15%) lower, the
profit for the year would decrease by HK$7,009,475
(2010: nil) as it indicates impairment losses.

Credit risk

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

For the year ended 31 December 2011, the Group
has concentration of credit risk as 21% of total
trade receivables was due from the Group’s largest
trade debtor. The Group’s largest trade debtor is a
subsidiary of listed company located in the PRC
with good reputation and repayment history. The
Group has no other significant concentration of
credit risk as trade receivables consist of a large
number of customers, spread across diverse
industries and geographical areas.

In order to minimise credit risk, the management of
the Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-
up action is taken to recover overdue debts. In
addition, the Group reviews the recoverable amount
of each individual receivable at each balance sheet
date to ensure that adequate impairment losses are
recognised for irrecoverable amounts. In this regard,
the directors of the Company consider that the
Group’s credit risk is significantly reduced.

. E@MIE®)
b. ¢REAKRTEAERKE &)

iR ()
(i) E@F%HAMﬁ
BI%RRBRE DT

ERNEBRERATF o
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A ABIE EF15% (2 —F
F:15%) F AR EEHHEHER
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31. Financial Instruments (Continued)

94

b.

Financial risk management objectives and
policies (Continued)

Credit risk (Continued)

The credit risk on liquid funds is limited because the
counterparties are banks with good reputation.

With respect of credit risk arising from the loan receivable
and other receivable, the Group reviews the recoverable
amount of each receivable at the end of each reporting
period and allowance for loan receivable and other
receivable are made. The management of the Company
considers that the Group’s exposure to credit risk arising
from default of the loan receivable is limited as the amount
has been fully provided for. The Group manages its credit
risk by closely monitoring and follow up action has been
taken to recover the overdue loans receivable.

Liquidity risk
The Group’s liquidity position is monitored closely by the
management of the Company.

In the management of liquidity risk, the Group monitors its
current and expected liquidity requirements regularly and
ensuring sufficient liquid cash and adequate committed
lines of funding from reputable financial institutions to
meet the Group’s liquidity requirements in the short and
long term. The management of the Company also
monitors and maintains a level of cash and cash
equivalents adequate to finance the Group’s operations
and mitigate the effects of fluctuations in cash flows.
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31. Financial Instruments (Continued) 31. eI HE®)
b. Financial risk management objectives and b. £REMEEEERBEE)

policies (Continued)
Liquidity risk (Continued) TBESERE (&
The following table details the Group’s remaining TERAMBIANEEB SR A B 2T
contractual maturity for its financial liabilities. The table BAFH - ZRIBBEAREE A EK
has been drawn up based on the undiscounted cash ERzxFHBeMmBEZRTER
flows of financial liabilities based on the earliest date on EREMRE - ZRBEMNEEEAE
which the Group can be required to pay. The table HERE o WAl B RE R FEF =
includes both interest and principal cash flow. To the HE - BIRFIRESBIIRERESEKR
extent that interest flows are floating rates, the Z A EFE o

undiscounted amount is derived from interest rate at the
end of the reporting period.

Weighted
average Total Carrying
effective Oto3 4-6 7-12 1-2 2-3 Over 3 undiscounted ~ amount at
interest rate months months months year years years  cash flows 31 December
Rt=A
il R AFRRSE =t+-H
BRA=z 2= REAEA tE+=fA —EmF MEZF BA=F REAR ZIREE

% HK$'000 HK$'000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FET FRT TEL TET FET FET TR TER

2011 —Z2—-F

Non-derivative instruments  #74 T A

Trade and other payables ERERRAENTE - 2,149,902 - - - - - 2,149,902 2,149,902
Variable interest rate bank and ¥ S4R/THEE R AMEE

other borrowings 2.68% 1,951,975 106,210 191,106 424,803 254,611 186,498 3,115,203 3,032,120
4,101,877 106,210 191,106 424,803 254,611 186,498 5,265,105 5,182,022
Weighted
average Total Carrying
effective Oto3 4-6 7-12 1-2 2-3 Over 3 undiscounted amount at
interest rate months months months year years years cash flows 31 December
R+=A
T AFREE =+-A

ERfE  TE=@EA WEAEA £E+=fA —EMF REZF BB=F mERE ZEREE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TET TEL TEL FET TET TEL TEL

2010 —T-Tf
Non-derivative instruments  #7£T 8
Trade and ofher payables N IEIA R K 08 - 1365209 = - - - = e
Variable interest rate bank and ;3 S8R 1T fE & B L o &

other borrowings 2.01 1,364,133 110,399 219,501 270,945 217,676 126,281 2,308,935 2,263,472

2,729,432 110,399 219,501 270,945 217,676 126,281 3,674,234 3,628,771

Derivative instruments fTETR

— net settlement - RRELAE
Interest rate swap kS

— net cash outflows - RenitiFE 1,746 - - - = = 1,746 1,746
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31. Financial Instruments (Continued)

96

b.

Financial risk management objectives and
policies (Continued)

Liquidity risk (Continued)

Bank and other borrowing with a repayable on demand
clause of the carrying amount of HK$25,000,000
(2010:HK$93,677,000) are included in “O to 3 months”
time band in the above maturity analysis. Taking into
account the Group’s financial position, the directors
believe that it is not probable that the banks will exercise
their discretionary rights to demand immediate repayment
and such term loans will be repaid in accordance with the
scheduled repayment dates set out in the loan
agreement. On this basis, the interest and principal
cashflows for those bank and other borrowings for the
outstanding amounts at 31 December 2011 would be
HK$25,515,000 (2010: HK$95,625,000) and included in
“1 to 2 year” time band.

Fair value

The fair value of financial assets and financial liabilities
which standard terms and conditions and traded in active
liquid markets are determined which reference to quoted
market bid prices and ask prices respectively.

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

The directors consider that the carrying amount of
financial assets and financial liabilities recorded at
amortised cost in the consolidated financial statements
approximates their fair values.
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31. Financial Instruments (Continued)

C.

Fair value (Continued)

Fair value measurements recognised in the
consolidated statement of financial position

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based
on the degree to which the fair value is observable.

Level 1 fair value measurements are those derived
from quoted prices (unadjusted) in active market for
identical assets or liabilities.

Level 2 fair value measurements are those derived
from inputs other than quoted prices included within
Level 1 that are observable for the asset or liability,
either directly (i.e. as prices) or indirectly (i.e. derived
from prices).

Level 3 fair value measurements are those derived
from valuation techniques that include inputs for the
asset or liability that are not based on observable
market data (unobservable inputs).

31. €EMI HE %)

c. DFEEGE
REZEMBERR TR ABRI QX FEET

=

=
TRIBHA) L AR FEERERIE T
EZERT AN ERAIBRZA
FEESES/1EIR -

e FIRRFEEAENEREH
FEEXRERERM S ZH
B (RERE)ME

s F2RAVEEAEDNREENL
BEZATEE (BMER) KEEZE
Z(AMERERE) AEEE
(N BT RERRIN) IS H o

s FIRAVFEEAEDNERERE
YHERABEENHEEIBECEE
KB EEE(TABRREZ8R)
BEEMmEH

2011
—E——fF
Level 1 Level 2 Level 3 Total
E1R Eofk E3IM At
HK$000 HK$000 HK$000 HK$’000
THET THET THET THET
Available-for-sale A ERE
investments 46,730 — — 46,730
2010
—E-TF
Level 1 Level 2 Level 3 Total
E1H i F3R #Et
HK$000  HK$'000 HK$000  HK$000
FAT FAT FAT FAT
Derivative financial mESBIA

instrument

= 1,746 1,746

There were no transfers between level 1 and level 2
in current year.

RAFE - F1AREE 2% 2 R M -
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32. Operating Lease Commitments

98

The Group as lessee

At the reporting date, the Group had commitments for future
minimum lease payments under non-cancellable operating
leases which fall due as follows:

2. MEMWEALE

AEBEREEA

R|ER  AEBRBETATREHELERORN
THIHARR B B 2 AR R AR KA A9 1~ SRR 4N
T

2011 2010

—E——F —ET-TF

HK$’000 HK$’000

FHT FH&T

Within one year —F R 3,355 2,792
In the second to fourth years inclusive FE_FERENF(BREEEMSE) 283 822
3,638 3,614

Operating lease payments represent rentals payable by the
Group for certain of its office premises. Leases are negotiated
for terms of two to fourth years with fixed rentals.

The Group as lessor

Property rental income earned during the year was
HK$7,425,000 (2010: HK$7,417,000), which was derived from
letting of staff quarters included in the Group’s property, plant
and equipment.

At the reporting date, the Group had contracted with tenants
for the following future minimum lease payments:

REMONREAREREETRAEME
MEMNZHEE B ZHEEBSMED
FrUYRBEERE -

AEBERBEEA

REE BRI WEHEL WA A7,425,000%
T(ZE—FF :7,417,000/87T) © ZEM
SWAKRBEBAFAREBYE - E K&
HBrEIRS -

Fﬁia AEEE I NIRRKEBAON
REBEFRILEH

2011 2010

—E——F —T-FF

HK$’000 HK$’'000

FET FH&TT

Within one year —FER 778 724
In the second to fifth year inclusive F_EEERFE (BIEEREME) 778 1,448
1,556 2,172
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BE== —F1-A=1-ALFE
33. Commitments 33. AiE
2011 2010
—F——F —ZF
HK$’000 HK$’'000
THET FH&TT
Capital expenditure contracted for but not MEEREMEREEFTLD
provided in the consolidated financial BAREGE P BHREKF
statements in respect of acquisition BiEZEARTH
of plant and equipment 60,048 47,486
Capital expenditure authorised but not U E RS ER
contracted for in respect of acquisition BRETNZEARSTH
of plant and equipment 342,000 —
In addition, the Group has authorised but not contracted for the N REER -_ZE—FF+_-_A=+—H

34.

acquisition of available-for-sale investment amounting to
HK$155,337,000 as at 31 December 2010.

Share Option Schemes

Pursuant to resolutions passed at an extraordinary general
meeting of the Company on 22 December 2003, the Company
has terminated a share option scheme which was adopted on
22 May 2001 (the “Old Scheme”) and adopted a new share
option scheme (the “New Scheme”).

(i)

Old Scheme

The purpose of the Old Scheme is to motivate employees
of the Group and to allow them to participate in the
growth of the Company. The maximum number of shares
in respect of which options may be granted under the Old
Scheme is not permitted to exceed 10% of the share
capital of the Company in issue from time to time. The
maximum number of shares in respect of which options
may be granted to any individual is not permitted to
exceed 25% of the aggregate number of shares for the
time being issued and issuable under the Old Scheme.
Any participants who accepts an offer of the grant of an
option in accordance with the terms of the Old Scheme
shall pay to the Company HK$1.00 by way of
consideration for the grant thereof within a period of 30
days from the date on which an option is offered to the
participant.

34.

U A B ERE 2 B R R AT A%
¥ 5 155,337,000 78 7T °

BRESE

@%$QEK:§EEE+ZH:+:E$
TZBRRFAIAS WA RZER - NAF
WIER—EE—FAA -+ =B Wzﬁﬁﬂx
T B ([E5T81)) - WIRAN—IEFN R AE T
I ([#hETEl]) »

(i) E&taE
EFZEESBrEEZEE @ WiE
WELEAQTZEE - m%%%%
A PR EREMS R 2 RHER -
EE T ERBAA R TED HTRA
B110% © AT % FEE I A + 2 B
EYRZBNEE T2 T58BE
EERIBEAEDRITRABITZHR
15 48 B9 25% - {Efa] 1R 45 B 51 21 63X
BEREREREZSEEARBR
R FRmEEE AL 30 BEBE AL
REHARAEERERA DT
1.008 7T °
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34. Share Option Schemes (Continued)

(i)

34. BRETTE (@)

Old Scheme (Continued) (i) EE#E)
As at result of the share subdivision and bonus issue of HRARAFRN —E——F— TR
the Company in January 2011, the number of option has DA R AT B3 1T - E BB ER B
been adjusted in accordance with the Old Scheme. The ERBEGEELAR - RZTZT—
exercise price of the option granted on 16 July 2001 was FHA+TAAEBREZEREZITER
adjusted to HK$0.399 (2010: HK$2.196 before FHER0BYBIL(ZE—FF : FHE
adjustment) and the number of share options was AT &2.196787T) - BEARHESCE A3 N
increased to 82,500. Z82,50017 °
At 31 December 2010, the number of shares in respect of N-_ZE—FF+_H=+—H" &=t
which options had been granted previously and which ZBETRATEEEBEERITEER
remain outstanding under the Old Scheme was 15,000, RS R 2 IR 1D 8B % 15,000 % - 15
representing less than 0.1% of total issued share capital RRAREEITRABEHDLR01% © H
of the Company. The outstanding options were either RAITHEZEERERBEEZE _ZE——F
exercised or lapsed during the year ended 31 December +_A=1t—"HIEFEDEITFERL
2011. 2 o
The following tables disclose details of the Company’s TERBEEEE (BEESR)MIEALA
share options held by the employees (including directors) BREZFBEERARNFER FFERN
and movements in such holdings during the current and SZEREASREE 2 BHEEN
prior year:
Number of options
BREYE
Adjustment
Outstanding Exercised Outstanding inrespectof  Adjustment Exercised Lapsed  Outstanding
Exercise at during at share inrespect of during during at
Date of grant Exercisable period price 1.1.2010 theyear ~ 31.122010  subdivision  bonus issue the year theyear  31.12.2011
R-2-2% RZB--F
R=Z-%F +=A TZR
-A-A =1 RRG BB =t-H
RiAM Eiyid: T%E HARITE FRTHE R ik AREE FRTHE EREH R
HKS
BT
Directors:
Bz
16 July 2001 17.7.2001 t0 21.5.2011
—TT-ELATAR ET-FLATHAR
“2——5Rf=1-8 039 360000 (325000 15,000 60,000 7,500 (55,000) (27,500) -
Employee
&8
16 July 2001 17.7.2001 t0 21.5.2011
ZEE-FtATAA “E2-F+ATtAZE
“E——£RA-f-H 0399 5,000 (6000 - - = = = -

The weighted average closing price of the Company’s
share at the dates of exercise is HK$1.74 (2010:

HK$9.73).

JT) e
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34. Share Option Schemes (Continued)

(i)

New Scheme

The Company’s New Scheme was adopted for the
primary purpose of providing incentives to eligible persons
or rewarding for their contribution or potential contribution
to the Group and will expire on 21 December 2013.
Under the New Scheme, the Board of Directors of the
Company may grant options to eligible persons, including
(iy any director or proposed director, full-time employee or
proposed employee of any member of the Group or
controlling shareholder or any company controlled by a
controlling shareholder; (i) any holder of any securities
issued by any member of the Group or any controlling
shareholder or any company controlled by a controlling
shareholder; and (jii) any business or joint venture partner,
contractor, agent or representative of any supplier of
goods or services to or any customer or distributor of
goods or services of any member of the Group or any
controlling shareholder or a company controlled by a
controlling shareholder.

The total number of shares in respect of which options
may be granted under the New Scheme and the Old
Scheme is not permitted to exceed 10% of the shares of
the Company in issue at any point in time, without prior
approval from the Company’s shareholders. The number
of shares in respect of which options may be granted to
any individual in any one year is not permitted to exceed
1% of the shares of the Company in issue at any point in
time, without prior approval from the Company’s
shareholders. Options granted to substantial shareholders
or independent non-executive directors in excess of 0.1%
of the Company’s share capital and with a value in excess
of HK$5 million must be approved in advance by the
Company’s shareholders.
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(1)
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34. Share Option Schemes (Continued)

(i)

New Scheme (Continued)

Options granted must be accepted within 21 days from
the date of option offer, upon payment of HK$1.00 per
option. Options may be exercised at any time from the
date of grant of the share option to the 10th anniversary
of the date of grant. The exercise price is determined by
the directors of the Company, and will not be less than
the highest of (i) the closing price of the Company’s
shares on the date of grant, (i) the average closing price
of the shares for the five business days immediately
preceding the date of grant; and (i) the nominal value of
the Company’s share.

As a result of the share subdivision and bonus issue of
the Company in January 2011, the number of option has
been adjusted in accordance with the new Scheme. The
exercise price of the option granted on 26 February 2004
and 15 June 2006 was adjusted to HK$2.109 (2010:
HK$11.60 before adjustment) and HK$1.742 (2010:
HK$9.58 before adjustment) per share respectively, and
the number of share options was increased to
236,362,500 and 74,250,000 respectively.

At 31 December 2011, the number of shares in respect of
which options had been granted previously which remain
outstanding under the New Scheme was 310,612,500
(2010: 56,475,000 share before share subdivision and
bonus issue), representing approximately 11.2% (2010:
11.2%) of total issued share capital of the Company. The
options are exercisable at any time until 21 December
2013.
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34. BRESE (@)

34. Share Option Schemes (Continued)

during the year ended 31 December 2011 and 2010.

(i) New Scheme (Continued) (i) #ErE(E)
The following table discloses details of the Company’s TEXBWREE(BFEES) AEAAT
share options held by the employees (including directors): BE AR HE 2 2515 -
Number of options
BREHA
Outstanding at  Adjustmentin  Adjustment in
Exercise  1.1.2010 and respect of share respect of Outstanding at
Date of grant Exercisable period price 31.12.2010 subdivision bonus issue 31.12.2011
R-Z-ZF
—-A—-BK
—2-Z% R-B——F
+=A=+-A BB BBT +-A=t+-H
B BH e e B RATHE bt Eakd ARAE AT
HKS
BT
Directors:
s
26 February 2004 27.2.2004 t0 21.12.2013 2.109 17,350,000 69,400,000 8,675,000 95,425,000
“EEME-A=1<H “EEME-A-++HE
—Z—=%+-A=1+—H
15 June 2006 16.6.2006 to 21.12.2013 1.742 9,000,000 36,000,000 4,500,000 49,500,000
—ZTAEAATEA —EEREAATAAE
—F-=Ft-A=+-H
26,350,000 105,400,000 13,175,000 144,925,000
Employees:
&8 :
26 February 2004 27.2.2004 t0 21.12.2013 2.109 25,625,000 102,500,000 12,812,500 140,937,500
“ZTME-A=1/<H —ZETME-_A=F+tAZE
ZZ-=Ff+-A=f—H
15 June 2006 16.6.2006 to 21.12.2013 1.742 4,500,000 18,000,000 2,250,000 24,750,000
ZZTREAATAA ZZTREAATRRE
“E-=F+-A=+—H
30,125,000 120,500,000 15,062,500 165,687,500
56,475,000 225,900,000 28,237,500 310,612,500
No share options were granted, exercised and lapsed REBEE_ZTE——FR-_ZT—ZF+=A

=t HEFEREBREERD  TEE

R o
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35.

36.

Retirement Benefits Schemes

All of the Group’s Hong Kong employees of the Group are
required to join the Mandatory Provident Fund Scheme. The
Group is required to contribute 5%, while the employees are
required to contribute 5% of their salaries to the scheme to the
maximum of HK$1,000 per month for each employee.

According to the relevant laws and regulations in the PRC, the
PRC subsidiaries are required to contribute a certain percentage
of the salaries of their employees to the state-managed
retirement benefit scheme. The only obligation of the Group
with respect to the retirement benefit scheme is to make the
required contributions under the scheme.

Government Grants

At the end of the reporting period, the Group has government
grants of HK$25,020,000 (2010: HK$11,441,000) included in
trade and other payables, to subsidise the acquisition of
property, plant and machinery for scientific research
development. The amount has been treated as deferred income
and will be transferred to profit or loss over the useful lives of
the relevant assets. This policy resulted in a credit to profit or
loss in the current year of HK$1,762,000 (2010:
HK$4,047,000).

Incentive subsidies of HK$16,070,000 (2010: Nil) have been
received in the current year to encourage the operation of a
PRC subsidiary for the development on export sales and
advance technology. There were no specific conditions
attached to the grants and, therefore, the Group recognised the
grants in profit or loss upon receipt.
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36.

RIREAIEE
AEE 2BEBRENESMBHILATE

EFt 8 ARBAEL %MK - MES T
AT EEREF % 21K - BRE
B2BAHRKEZ R 1,000/87T °

RETFEEBEERAN - PENBARA
A B 21 5 I M R KR AR B AR E N (R
BHMETAD L2 - REEFRENKE
Nt B 2 BEEE AR ZAEEL AR

=5
A °

BT 2 Bh

RIBEER - AEBAELZDKREYE - K
Bz ER S %EE 2 BT ERN
25,020,000/ 7t ( —Z & —Z F : 11,441,000
A IT) 5 FE A BRIE K H Ath & 15 508 o RZEX
B AR AR LR A 2 10RE & E 2 Al A
FHEBRSER o WECREBBAFET AR
W A1,762,0008 T (ZE—ZF ¢
4,047,000/ 7T) °
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37. Related Party Transactions

38.

The remuneration of directors and other members of key

37. BEALRS

AEEEERAEMTIEETEREKE 2HBm

management during the year were as follows: s @
2011 2010
—E——F —E-TF
HK$’000 HK$’000
FHET FHETT
Short-term benefits 7= BifE A 22,283 31,062
Post-employment benefits BERL 12 2 A 108 132
22,391 31,194

The remuneration of directors and key executives are
determined by the remuneration committee having regard to

the performance of individuals and market trends.

Particulars of Principal Subsidiaries of the

EERTBTRABZEFN I BHFMEE S
2E[ARBANTSBBRET -

38. XAAAEEMBEARER

Company
Nominal value of
Place of issued and fully
incorporation or paid ordinary Proportion ownership
registration/ share capital/ interest held by the
operation registered capital Company
Name of subsidiary EWRLEER/ BERTRBZEER KARBEZ Principal activities
WEARER EXHE &/ EMEREE FrERRRLA IEEH
2011 2010
“$--F “F-%f
Truly Electronics Manufacturing Hong Kong HK$1,000,010 100% 100%  Trading of electronic calculators and
Limited B 1,000,010%7C electronic components
EHNEFERAT ETHERRETFINES
Truly Electrical Products Company Hong Kong HK$200 100% 100%  Inactive
Limited &R 20087 B
EHESBRAT
Truly Industrial Limited Hong Kong HK$872,804 100% 100%  Inactive
BHIZBRAT B 872,804 571 i
Truly Instrument Limited Hong Kong HK$100 100% 100%  Trading of electric tooth brush
ENEEERRA &k 1007 EHTRIES
Truly Semiconductors Limited Hong Kong HK$1,000 100% 100%  Trading of LCD products
BN+ ERERAR & 1,000 7T BRRERRERE S
Truly Opto-electronics Limited Hong Kong HK$1,000,000 100% 100%  Trading of compact camera models
EHXEERAR B 1,000,00057 and touch panel

WAREARERRERE S
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38. Particulars of Principal Subsidiaries of the
Company (Continued)

Nominal value of

38. ARRIEEMNBLATER (&)

Place of issued and fully
incorporation or paid ordinary Proportion ownership
registration/ share capital/ interest held by the
operation registered capital Company
Name of subsidiary EMRLEER/ EETRARLER KARABEZ Principal activities
WEARER EESIE A/ ZMEAER FrafEgs L fl TEEK
2011 2010
“g--% “T-%F
EHNETERAR" PRC US$53,823,288 100% 100%  Manufacture of electronic
# 53,823,288 7T calculators and electronic
components
RET T ERRET LS
EN+ERERAR" PRC US$498,300,000 100% 100%  Manufacture of LOD products
e 498,300,000% T HEREETSEM
fENEE CUR) AR AR PRC US$1,000,000 100% 100%  Manufacture of electric
H 1,000,000% 7 toothbrush
BIEEE T
ERXECLE)ERAR PRC US$40,000,000 100% 100%  Manufacture of compact
i 40,000,000 camera module and touch panel
HENAKERREERER
ENMTECUR)ERAR PRC HK$3,000,000 100% 100%  Manufacture of electronic
HE 3,000,0007%7T component
HEB Tl
fERER CUR) ERAR PRC US$35,750,000 100% 100%  Inactive
i 35,750,000 T i

*

wholly foreign owned enterprise

Except for Truly Electronics Manufacturing Limited, all
subsidiaries are indirectly held by the Company.

None of the subsidiaries had any debt securities outstanding at
31 December 2011 and 2010 or at any time during the years.
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Financial Summary

MBERHE

Results ¥EE

Year ended 31 December
BE+-A=t-BLEE
2007 2008 2009 2010 2011
2T+ ZZTN\F ZTTHhFE —T-TF CZE—-F
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
THET T THET THT THET

Revenue g 6,493,394 5,669,274 5,804,184 7,735,711 10,503,988
Cost of sales HEMKA (5,387,613)  (4,973,300)  (4,976,090)  (6,825,125)  (9,219,913)
Gross profit E7 1,105,781 695,974 828,094 910,586 1,284,075
Other income Hi A 85,669 86,476 25,587 37,937 75,373
Other gains and losses Hiigs - (45,053) (101,840) (36,768) (25,591)
Impairment loss on available-for-sale A4t H &R AR EE 1B

investments = = = = (106,026)
Administrative expenses THER (168,753) (190,902) (186,450) (231,653) (302,821)
Distribution and selling expenses AIEREEKA (139,108) (140,422) (110,302) (147,524) (188,554)
Share of results of an associate BlE—FBE DR EE (449) - - - -
Finance costs BBER (57,821) (67,015) (46,643) (43,414) (65,110)
Profit before tax R A Al 825,323 339,058 408,446 489,164 671,346
Income tax expense FIERAY (123,294) (77,923) (101,113) (174,208) (290,587
Profit for the year AEFGRH 702,029 261,135 307,333 314,956 380,759
Attributable to: AT AT RE :

Equity holders of the Company AREERFBAA 702,029 261,121 307,333 314,956 380,759

Non-controlling interest R R - 14 = = -

702,029 261,135 307,333 314,956 380,759

Assets and liabilities BERERE

At 31 December

R+=A=t—H
2007 2008 2009 2010 2011
“ETHFE ZZ2TN\FE ZETNFE  2-TF —E—-F
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
THET TR THT THT TR

Total assets BELS 5002,044 6560209 6,659,801 7915016 10,098,832
Total liabilities BERE (2,869,713)  (3,314,104)  (3,175747)  (3.964,611)  (5,702,030)
Equity attributable to equity holders A2\ Rl 251 A A Bl R

of the Company 3,032,331 3,246,105 3,484,064 3,950,405 4,396,802
Non-controlling interest IR = (62) (62) - -

3,032,331 3,246,043 3,483,992 3,950,405 4,396,802
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