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CHAIRMAN’S STATEMENT

Dear Shareholders,

On behalf of the Board of Directors of Man Wah Holdings Limited (“Man Wah” 
or the “Company”) (Hong Kong Stock Code: 01999), it is my pleasure to present 
the interim results of the Company and its subsidiaries (the “Group”) for the six 
months ended 30 September 2012 (“1HFY2013” or the “Review Period”).

BUSINESS REVIEW

During the Review Period, uncertainties have characterised the global economy. 
However, we are presented with both challenges and opportunities and various 
measures have been implemented to enhance our core competitiveness. The 
Group has allocated more resources to the research and development (“R&D”) 
of new products in response to market changes, while we have taken more steps 
to enter into both domestic and overseas markets, contributing to a continuous 
and stable growth of overall sales. On the other hand, the Group has further 
integrated production resources and raised the proportion of self-produced key 
components, which have enhanced our cost advantages. For internal management, 
our operating efficiency and effective cost control improved due to our strong 
information technology system.

Overseas Markets

The Group witnessed stable sales growth in the overseas markets during the 
Review Period. We believed that the only way to better distinguish us from major 
competitors and continue to grow our market share was to strengthen our core 
competitiveness. According to the report issued in May 2012 by Furniture Today, 
an authoritative furniture magazine in the United States (“US”), we are the only 
Chinese furniture company to be listed among the top ten furniture enterprises 
in the US. The Group’s advantageous position in the North American market 
was further enhanced through offering competitive and innovative products and 
expanded production capacity.

Although total demand from the European market was still adversely affected 
by the European debt crisis, the impact was smaller in our major markets such 
as Germany and the United Kingdom (“UK”). As our products offer high cost 
performance and satisfy the strong demand from overseas consumers with sofas 
which are high value for money, we achieved stable growth in this challenging 
business climate. At the China International Furniture Expo which was held 
September this year and attended by our potential European customers, the Group 
received purchase orders worth more than US$3 million from customers from 
Europe including the UK and Germany.
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PRC Market

Being the furniture market with the brightest potential in the world, the Chinese 
furniture market presents opportunities and challenges. During the Review Period, 
the Group’s sales growth in the first- and second-tier cities slowed down given a 
drop in the turnover of residential properties in those cities. On the other hand, 
sales for the third- and fourth-tier cities grew satisfactorily and on-line sales stood 
out as a real surprise. During a promotional campaign held in September this year 
on TMALL.COM, a total value of HK$14.8 million in sales orders were received 
in just four days, setting a new record for Tmall.com for sales revenue of one-
off single-item furniture promotions and Cheers became the first furniture brand 
which secured orders exceeding RMB10 million in a single event on TMALL.COM, 
which is really encouraging. The Group has adjusted the product mix with more 
products specifically suitable for customers in third- and fourth-tier cities and for 
on-line sales. As a result, higher sales growth is expected in the near term.

Regarding internal operations, the overall operating costs were lower than the 
previous year as raw material costs of the Group did not fluctuate and the Group 
strictly implemented cost control measures to increase operating efficiency.

PROSPECTS

With the roll-out of the third round of quantitative easing, or QE3, and the gradual 
recovery of the housing market in the US, the Group expects to see greater 
potential for sales growth in the North American market. In the European and other 
overseas markets, the Group’s reputation is spreading among leading retailers. 
More customers appreciate the value of our products, thus a steady and healthy 
growth of sales is also expected in those markets.

In parallel with the continued economic development, consumers in China are 
experiencing a consumption upgrade as they shift their focus from price and 
appearance to brand value, health and comfort. We believe that brands with strong 
R&D support and excellent craftsman standards can earn the consumers’ loyalty 
and this is an advantage the Group has always had. There is great potential for our 
reclining sofas to become popular in Mainland China. Given the unabated demand 
in the housing market and the Group’s rising brand recognition, we are confident 
in the growth potential of the Chinese market.

APPRECIATION

On behalf of the Board, I would like to take this opportunity to extend my heartfelt 
thanks to all the staff in our different departments for their contributions during 
the Review Period. I would also like to express my sincere gratitude to our 
shareholders and business associates for their extended support and trust. The 
Group intends to strive to strengthen its core competence and secure a leading 
position among reclining sofa producers and retailers around the world.

Wong Man Li
Chairman

Man Wah Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

Market review

For the six months ended 30 September, 2012, in response to the changes in the 
external market environment, the Group revised its product mix to better serve 
customers’ needs and thereby achieved stable revenue growth.

Great growth potential of the PRC market

In view of China’s slackened GDP growth, the Central Government has taken 
measures to stimulate economic growth, most notably a looser monetary policy 
and two rounds of lowering bank reserve ratios, and the effects are starting to 
be seen. According to the data issued by China Index Academy in August this 
year, on average the primary market housing prices of 100 cities in China have 
been increasing for three consecutive months and the land transaction value has 
reached to a high of the year at RMB96.4 billion, indicating a modest comeback of 
the housing market in China. Potential demand for furniture items will be further 
boosted with the delivery of more Social Security Housing Units.

According to the “Blue Book of Cities – City Development Report” issued recently 
by the Institute for Urban and Environmental Studies under the Chinese Academy 
of Social Sciences in 2011, the urbanisation rate of the nation has the first time 
exceeded the 50% threshold, with the total population of cities and towns reaching 
691 million. Millions of residences have been moving into second- and third-
tier cities in China, a situation that bodes well for housing demand. In addition, 
the per capita income of urban residents grew at 9.7% for the first half of 2012, 
significantly higher than that for 2010 and 2011, which translated into greater 
purchasing power. Urban retail sales have accounted for more than 85% of total 
retail sales value of consumer products, indicating huge development potential of 
the furniture market in cities and towns in China.

Steady recovery of the economy in the European and the US markets

With the help of QE3, the unemployment rate of the US decreased to 7.8% in 
September 2012. The Conference Board, a global, business membership and 
research association, reported that the consumer confidence index of the US rose 
to 70.3 in September 2012, the highest recorded since February 2012. The business 
growth of the furniture industry will be underpinned by the improvement in the 
labour market and consumer sentiment. On top of this, the US Department of 
Commerce announced that new residential construction starts in August 2012 
increased 2.3% over the previous month and 29% from the same period last year. 
Housing starts for standalone houses rose to the highest level in more than two 
years. All those reflected a gradual recovery of the housing market in the US, with 
the furniture industry well-positioned to be a direct beneficiary.

According to a Euromonitor International (“Euromonitor”) market survey done in 
May 2012, the total market of reclining sofas will be increased by 4.8% in 2012 and 
is poised to exceed US$8.35 billion. In 2011, the Group accounted for 8.5% of the 
recliner sofa market in the US, up from 7.3% in 2010, ranking fourth among the top 
ten recliner sofa brands. This position illustrates the widespread acceptance of the 
Group’s products in the US.
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On the other side of the globe, consumers in Europe were very cautious as the 
economy was still in the doldrums amidst the European debt crises. The Group 
viewed the situation as an opportunity and introduced reclining sofas of high 
quality at competitive prices that suited the local consumption pattern. While the 
European debt crisis has yet to be fully resolved, positive developments began to 
emerge following the concerted efforts of the governments on economic reforms. 
According to a report issued by the British Chambers of Commerce, the UK 
economy is recovering and is forecasted to reverse the recession to post a 0.5% 
growth in the third quarter of 2012. The German Central Bank also indicated in its 
September 2012 report that the German economy would register a mild growth. 
This news augured well for the revival of the consumer market and the Group is 
closely monitoring demand from those markets, planning to offer the appropriate 
products and expand its market share.

Business review

During the Review Period, the Group’s revenue continued to record a steady year-
over-year growth. Raw materials prices have been generally stabilised and the 
gross profit margin has been steadily rising in the recent months. The Group has 
tightened the control of operating expenses so that selling and administrative 
expenses represented a smaller percentage of revenue.

Brand promotion

This year, the Group has strengthened the promotion for the “Cheers” brand 
through national media channels in the PRC market such as advertisements on 
CCTV and internet medias. This enhanced the acceptance of reclining sofas among 
consumers in China and the awareness of the “Cheers” brand. At the same time, 
more than 700 on-site promotional activities were held in retail outlets during 
the Review Period. Free sitting-trial activities were organised in large furniture 
malls, especially on public holidays, to offer more consumers the opportunity to  
experience the special comfort of relaxing on “Cheers” sofas.

As for overseas markets, the Group participated in large furniture exhibitions to 
promote new products and invited large retailers to visit the Company. The Group 
expects those arrangements to fortify trust between large overseas retailers and 
the Group that is conducive to long term co-operation.

Product mix

During the Review Period, the Group continued to invest in product research, 
design and innovation and launched more competitive products in response to 
changes in market conditions and demand. For the six months ended 30 September 
2012, the Group developed more than 200 new products, more than half of them 
have contributed to the Group’s revenue, including high quality fabric reclining 
sofas and products with new structural designs that facilitate transportation.
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Sales channels

During the Review Period, the Group continued its twin-pronged strategy: building 
a prominent retail network in Mainland China and Hong Kong as well as direct 
sales to local furniture retailers in overseas markets.

Retail sales

As at 30 September 2012, the Group operated 176 “Cheers” and 77 “Enlanda” 
specialty stores in 21 first- and second-tier cities across Mainland China, including 
Shanghai, Guangzhou and Shenzhen, and 8 “Cheers”, “Enlanda” and “Morewell” 
retail stores in Hong Kong.

As at 30 September 2012, distributors of the Group operated 369 “Cheers” and 170 
“Enlanda” specialty stores in 27 provinces throughout Mainland China including 
second- and third-tier cities such as Guilin, Qingdao and Nanjing.

Overseas exports

The Group directly exports the “Cheers” reclining sofas to overseas retailers in the 
US and Europe. In the US, the Group is continuing to strengthen its collaboration 
with major furniture retailers, including Room To Go Furniture Corporation, 
Harvertys Furniture Co. Inc., Macy’s Inc, to expand our customer base. During the 
Review Period, the Group secured 37 new export customers with recognised sales 
orders.

In the European market, the development strategy of utilising localised sales teams 
enabled us to better understand the latest market developments and strengthen 
the partnerships with medium and large-size furniture retailers such as Steinhoff 
International Holdings Ltd. The Group successfully obtained more than 10 new 
European customers in the Shanghai International Furniture Expo at the end of 
September this year. As a large number of European customers now know more 
about our products, we expect the European market to contribute an increased 
sales revenue in the future.

Online sales

In July 2011, the Group formally established the “Cheers” official flagship store 
on TMALL.COM, the largest online sales platform in China, which contributed a 
sales revenue of HK$12.1 million, making us the chairs sales champion in TMALL. 
In particular, our sales have increased steadily in the most recent three months. 
Purchase orders received during the four-day special promotional campaign in 
early September 2012 totaled HK$14.8 million. The Group planned to develop more 
online sales channels in the near term, including setting up flagship stores in 
other major online sales platforms in Mainland China, and develop more products 
targeted for online sales channels which complement its physical retail store 
networks. In this regard, the Group expects online sales to open up extensive 
development potential.
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Internal operation

With the introduction of the SAP system, the Group improved its internal operation 
procedures on an on-going basis, thus realising higher working efficiency. As a 
result, operating costs were effectively controlled in the Review Period.

Expansion of capacity

The new production base of the Group in Wujiang, Jiangsu was completed and 
commenced operations in July this year. The annual production capacity (as 
calculated with the floor area of factory buildings) of the new production base 
is approximately 300,000 sets of reclining sofas and increasing the total annual 
production capacity of the Group to approximately 1,116,000 sets of sofas. The new 
production base in Wujiang is focused on the supply of sofas to the markets in 
central and northern China, and therefore lowering the transportation costs of the 
Group’s products.
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Financial Review

Revenue and gross profit margin breakdown by export and the PRC sales

Revenue
As a percentage

of sales (%)
Gross profit
margin (%)

1HFY2013 1HFY2012 Change 1HFY2013 1HFY2012 1HFY2013 1HFY2012
(HK$’000) (HK$’000)

Sofa export sales 1,763,367 1,495,504 17.9% 73.4% 70.3% 31.2% 30.8%
Mainland China Sofa sales 497,998 466,142 6.8% 20.8% 21.9% 46.8% 42.1%
Bedding sales 98,728 115,950 -14.9% 4.1% 5.5% 52.7% 48.3%
HK retail & wholesale sales 41,405 48,782 -15.1% 1.7% 2.3% 49.2% 47.2%

Total 2,401,498 2,126,378 12.9% 100.0% 100.0% 35.7% 34.6%

For the six months ended 30 September 2012 (“1HFY2013”), the total revenue of 
the Group increased by approximately 12.9% to approximately HK$2,401.5 million 
(For the six months ended 30 September 2011 (“1HFY2012” or “Last Corresponding 
Period”): approximately HK$2,126.4 million). The increase in revenue was mainly 
attributable to the increase in export sales. During the Review Period, sales 
revenue from the US market increased by approximately 20.8%. Sales revenue 
from Europe increased by approximately 26.0%. Gross profit margin of the Group 
was approximately 35.7% for 1HFY2013, representing an increase of approximately 
1.1% as compared with the Last Corresponding Period. The increase in gross profit 
margin was mainly attributable to the marginal overall decrease in the price of raw 
materials as compared with the Last Corresponding Period. At the same time, the 
Group increased the wholesale and retail prices of sofa by 5% in Mainland China 
market in early June 2012. Since July 2012, the selling price in the overseas market 
began to increase gradually with average adjustment ranging from 2% to 5%. In 
addition, it is expected that the adjustment of overseas selling price will have 
further positive effect on the gross profit margin in the second half of the year.

Sales Revenue Analysis (by region)

Mainland
China US Europe Canada

Hong
Kong

Other
areas

1HFY2013 (HK$’000) 596,726 1,314,774 218,892 104,063 41,405 125,638
1HFY2012 (HK$’000) 582,092 1,088,567 173,687 123,640 48,782 109,610
Change (%) 2.5% 20.8% 26.0% -15.8% -15.1% 14.6%
Percentage of total
   revenue (%) 24.9% 54.8% 9.1% 4.3% 1.7% 5.2%
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Sales Volume and Average Selling Price of “Cheers” Sofa Analysis

1HFY2013 1HFY2012 Change

Sales volume (sets) 298,627 262,828 13.6%
Average selling price of each
  set of sofa (HK$) 7,285 7,193 1.3%
Sales revenue of sofa
  products (HK$’000) 2,175,347 1,890,635 15.1%

Note:	 In calculating the selling price, some business customers’ products and accessories 
which are not applicable for calculating comparable average price were excluded.

During the Review Period, revenue from sofa products increased by approximately 
15.1% to approximately HK$2,175.3 million (approximately HK$1,890.6 million for 
the Last Corresponding Period), accounting for approximately 90.6% of the total 
revenue of the Group. The increase in sales was mainly due to the increase in the 
average selling price of each sofa set and the increase in sales volume. The average 
selling price of each set of sofa increased by approximately 1.3% to approximately 
HK$7,285 (approximately HK$7,193 for the Last Corresponding Period), from which 
the average selling price of each sofa set in Mainland China (including wholesale 
and retail) increased by approximately 1.7% from approximately HK$12,922 in the 
Last Corresponding Period to approximately HK$13,146 during the Review Period. 
The average selling price from export (wholesale price) increased approximately 
2.4% from approximately HK$6,447 in the Last Corresponding Period to 
approximately by HK$6,599. Total sales volume of sofa was 298,627 sets during the 
Review Period, which increased by approximately 13.6% from 262,828 sets in the 
Last Corresponding Period.

Sales Revenue of “Cheers” Sofa and related products in Mainland China

During the Review Period, the sales revenue of “Cheers” Sofa and related products 
in Mainland China from self-owned retail store increased by approximately 9.4% 
to approximately HK$240.3 million (approximately HK$219.6 million for the Last 
Corresponding Period) with same-store-sales decreased by approximately 8.7%. 
The sales revenue from distributor-operated retail stores was approximately 
HK$230.2 million (approximately HK$208.6 million for the Last Corresponding 
Period), representing a growth of approximately 10.4%. During the Review Period, 
the growth of retail sales of sofa in Mainland China slowed down, which was 
mainly attributable to the effect of lower house sales volume on the first- and 
second-tier cities during the Review Period as the first- and second-tier cities were 
the main markets of self-owned stores. In light of the market conditions, the Group 
exercised greater caution when opening stores during the Review Period. Taking 
account of the weaker demand of the first- and second-tier cities and the more 
business opportunities in third- and fourth-tier cities, the Group has shifted the 
focus to the openings of distributor-operated retail stores in the third- and fourth-tier 
cities of Mainland China.
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The Group set up brand stores in furniture shopping malls and independent 
flagship stores. The number of brand stores and independent flagship stores are as 
follows:

1HFY2013 1HFY2012 Change

Self-owned retail stores 176 172 2.3%
Distributor-operated
  retail stores 369 290 27.2%

Total 545 462 18.0%

Sales revenue of
sofa in Mainland
China’s stores 1HFY2013 1HFY2012 Change

HK$’000 HK$’000

Self-owned retail stores 240,261 219,585 9.4%
Distributor-operated
  retail stores 230,193 208,589 10.4%

Total 470,454 428,174 9.9%

Note:	 The amounts stated above include sales of complementary products but exclude sales 
to business customers.

Internet Sales Business

During the Review Period, internet sales revenue was approximately HK$12.1 
million, representing a significant growth as compared with the Last Corresponding 
Period. Currently all internet sales were attributable to our “CHEERS” flagship store 
in TMALL web site. Our primary products were single reclining chairs specially 
designed for internet sales. The Group ranked number one on sales of single chair 
on TMALL web site.

Sales to Business Customers

During the Review Period, the sales revenue to high speed train manufacturers of 
the Group was approximately HK$15.4 million, representing a significant decline 
as compared with approximately HK$38.0 million in the Last Corresponding Period. 
The decrease in sales is mainly attributable to the substantial reduction of high 
speed train deliveries by high speed train manufacturers during the Review Period.
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Sales Revenue from Enlanda Products in Mainland China

During the Review Period, the sales revenue from Enlanda products in 
Mainland China was approximately HK$98.7 million, representing a decrease of 
approximately 14.9% as compared with approximately HK$116.0 million in the Last 
Corresponding Period, from which the sales revenue from self-owned retail stores 
was approximately HK$58.5 million, representing a decrease of approximately 
14.4% as compared with approximately HK$68.4 million in the Last Corresponding 
Period, same-store-sales decreased by approximately 0.5%, and the sales revenue 
from distributor-operated retail stores was approximately HK$40.2 million, 
representing a decrease of approximately 15.5% as compared with approximately 
HK$47.6 million in the Last Corresponding Period.

REVIEW ON EXPORT BUSINESS

The sales revenue from export was approximately HK$1,763.4 million during the 
Review Period, representing an increase of approximately 17.9% as compared with 
approximately HK$1,495.5 million in the Last Corresponding Period.

The US, our largest export market, continued to maintain a sustained and steady 
growth during the Review Period. Sales to the US increased by approximately 
20.8% as compared with the Last Corresponding Period. In addition, in European 
market which was worse affected by European debt crisis, the Group achieved by 
approximately 26.0% growth.

During the Review Period, the Group acquired 37 new export customers with 
recognized sales contribution. For existing customers, the Group had been making 
every effort to satisfy their needs by developing more attractive products. During 
the Review Period, the Group achieved major breakthrough in the research and 
development of new products and further reinforced the leading position of the 
Group in the design and cost control of function sofas, widening the distance 
from competitors and gradually enhancing the bargaining power with overseas 
customers.

Cost of sales breakdown

1HFY2013 1HFY2012 Change
HK$’000 HK$’000

Costs of raw materials 1,357,242 1,262,745 7.5%
Labour costs 138,380 100,170 38.1%
Others 49,290 28,129 75.2%

Total 1,544,912 1,391,044 11.1%

Major raw materials

Year-on-year 
percentage 
change for 

average 
unit cost (%)

% of 
total cost

Leather -0.5% 33.8%
Metal -2.5% 19.9%
PVC 3.6% 3.0%
Wood -0.2% 8.5%
Fabric -4.0% 7.2%
Chemicals -1.3% 11.3%
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Costs of goods sold increased by approximately 11.1% to approximately HK$1,544.9 
million in 1HFY2013, such increase was slightly lower than the increase in sales, 
therefore resulted in an increase of approximately 1.1% in gross profit margin 
improvement from the Last Corresponding Period. Labour costs accounted for 
approximately 9.0% of the total costs of good sold, which was higher than that 
of approximately 7.2% in 1HFY2012. This was mainly due to the increase in wages 
of workers during the Review Period. In addition, raw material costs consumed 
accounted for approximately 87.9% of the total costs of good sold (and that of 
1HFY2012 was approximately 90.8%). Main raw materials consuming include 
leather, metal, wood, fabric, chemicals and PVC.

OTHER INCOME, OTHER GAINS AND LOSSES

Other income, other gains and losses for 1HFY2013 decreased by approximately 
16.7% to approximately HK$35.8 million from approximately HK$43.0 million in 
1HFY2012. Such decrease was mainly due to the effect of exchange gains and 
losses.

SELLING AND DISTRIBUTION EXPENSES

Sell ing and distr ibution expenses increased by approximately 9.5% to 
approximately HK$506.0 million in 1HFY2013 from approximately HK$462.0 million 
in 1HFY2012. However, selling and distribution expenses decreased as a percentage 
of revenues from approximately 21.7% in 1HFY2012 to approximately 21.1% in 
1HFY2013. The increase was mainly due to the increase in related distribution 
expense associated with the increase in sales, including:

(a)	 offshore transportation and port charges increased by approximately 6.9% 
from approximately HK$202.2 million to approximately HK$216.2 million. 
As the export ocean shipping rate per container of the Group decreased as 
compared with the Last Corresponding Period, offshore transportation and 
port charges as a percentage of sales revenue decreased from 9.5% in last 
year to 9.0%;

(b)	 rent, property management fee and utility increased by approximately 8.6% 
from approximately HK$82.4 million to approximately HK$89.5 million;

(c)	 advertising, promotion and brand building expenses increased by 
approximately 9.6% from approximately HK$44.1 million to approximately 
HK$48.3 million;

(d)	 salar ies, a l lowance of sales staff  and commission increased by 
approximately 20.6% from approximately HK$52.1 million to approximately 
HK$62.8 million;

(e)	 depreciation and amortization expenses increased by approximately 30.0% 
from approximately HK$13.4 million to approximately HK$17.4 million; and

(f)	 domestic transportation expense decreased by approximately 6.7% from 
approximately HK$29.6 million to approximately HK$27.6 million.
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ADMINISTRATIVE EXPENSES

Administrative expenses decreased by approximately 1.6% from approximately 
HK$145.7 million in 1HFY2012 to approximately HK$143.4 million in 1HFY2013. As 
a percentage of revenue, administrative expenses decreased from approximately 
6.9% in 1HFY2012 to approximately 6.0% in 1HFY2013. Among others:

(a)	 salaries and allowance of employees decreased by approximately 2.0% from 
approximately HK$65.5 million to approximately HK$64.2 million;

(b)	 deprec ia t ion expenses increased by approximate ly 14 .6% f rom 
approximately HK$16.1 million to approximately HK$18.4 million; and

(c)	 research and development cost increased by approximately 15.2% from 
approximately HK$3.4 million to approximately HK$3.9 million.

SHARE OF RESULTS OF JOINTLY CONTROLLED ENTITIES

Share of gain of jointly controlled entities for the Review Period increased 
by approximately 180.0% to approximately HK$4.5 million in 1HFY2013 from 
approximately HK$1.6 million in 1HFY2012.

FINANCE COSTS

In 1HFY2013, the finance costs was approximately HK$8.9 million, representing an 
increase of approximately 424.7% from approximately HK$1.7 million in 1HFY2012, 
such increase was mainly due to the optimization of financial structure where 
the Group strategically increased its HK$ loans. Short term loan increased by 
approximately HK$435.1 million to approximately HK$565.1 million at the end of 
the Review Period as compared with the Last Corresponding Period. Loan balance 
decreased approximately HK$17.7 million as compared with that of 31 March 2012.

INCOME TAX EXPENSE

Income tax expense decreased by approximately 22.2% from approximately 
HK$28.0 million in 1HFY2012 to approximately HK$21.8 million in 1HFY2013. The 
decrease in income tax expense was mainly due to the increased proportion of  
profits in relatively low tax rate areas.
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PROFIT ATTRIBUTABLE TO OWNERS OF THE COMPANY AND NET PROFIT 
MARGIN

Profit attributable to owners of the Company during the Review Period increased 
by approximately 53.6% from approximately HK$142.7 million in 1HFY2012 to 
approximately HK$219.3 million in 1HFY2013. The net profit margin of 1HFY2013 
was approximately 9.1% and it was higher compared to approximately 6.7% 
in 1HFY2012. The increase in net profit was partially attributed to increase 
of approximately 12.9% in sales and increase in gross profit margin from 
approximately 34.6% in the Last Corresponding Period to approximately 35.7% 
during the Review Period. In addition, the proportion of selling and distribution 
expenses and administration expenses as percentage of revenue decreased from 
approximately 28.6% in 1HFY2012 to approximately 27.0% for the Review Period.

WORKING CAPITAL

As at 30 September 2012, bank balance and cash was approximately HK$1,045.8 
million.

During the Review Period, the Group operated with healthy liquidity indicators, 
timely collection of sales proceeds and sufficient working capital.

LIQUIDITY AND CAPITAL RESOURCES

As at 30 September 2012, the Group’s bank borrowings amounted to approximately 
HK$565.1 million and are repayable within 12 months from 30 September 2012. The 
loans bore interest at variable rates.

The Group’s primary source of operating funds are cash flow from operating 
activities, cash and bank balances. As at 30 September 2012, the Group’s current 
ratio was 2.2 (31 March 2012: 2.4). The Group maintained a net cash position, 
reflecting its healthy financial position. As at 30 September 2012, the Group’s 
gearing ratio was 17.9% (31 March 2012: 18.3%), which is defined as total 
borrowings divided by the sum of share capital and reserves of the Group.

IMPAIRMENT LOSS ON INVENTORY

During the Review Period, the Group provided impairment loss on inventory of 
approximately HK$6.0 million (31 March 2012: approximately HK$1.5 million).

IMPAIRMENT LOSS ON TRADE RECEIVABLES

During the Review Period, the Group had impairment loss on trade receivables of 
approximately HK$0.8 million (31 March 2012: approximately HK$0.7 million).

PLEDGE OF ASSETS

As at 30 September 2012, bank deposits with balance of approximately HK$308.1 
million (31 March 2012: approximately HK$310.9 million) were pledged to banks for 
banking facilities granted to the Group.
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CAPITAL COMMITMENTS AND CONTINGENT LIABILITIES

Save as disclosed in note 16 to the condensed consolidated financial statements, 
the Group did not have any material capital commitment. As at 30 September 2012, 
the Group did not have any contingent liabilities.

FOREIGN CURRENCY RISKS

The Group’s exposure to currency risk attributable to the trade and other 
receivables, bank balances, trade and other payables and bank borrowings, which 
are dominated in currencies other than the functional currency of the entity to 
which they related. The Group currently does not have a foreign currency hedging 
policy. However, the Group’s management monitors foreign exchange exposure 
and will consider hedging significant foreign currency exposure should the need 
arise.

SIGNIFICANT INVESTMENTS AND ACQUISITIONS

The Group did not have any significant investments or acquisitions or sales of 
subsidiaries during the Review Period.

USE OF PROCEEDS FROM THE GLOBAL OFFERING

We have received gross proceeds from the listing of the Company’s shares on the 
main board of The Stock Exchange of Hong Kong Limited (“Stock Exchange”) of 
approximately HK$1,681.8 million. With reference to the supplemental prospectus 
of the Company dated 29 March 2010, the proceeds will be used for, among other 
things, (i) establishing 25 independent furniture outlets in the PRC, (ii) establishing 
a production and distribution centre in northern China, (iii) construction of 
new production and distribution facility in Wujiang, Jiangsu, (iv) expansion of 
“CHEERS” and “ENLANDA” specialty stores, (v) construction of phase 3 of our 
Daya Bay, Huizhou facility, (vi) promotion and brand building and (vii) daily 
operation.

As at 30 September 2012, we have spent part of the proceeds on the above 
projects: (i) approximately HK$326.0 million on construction of phase 3 in 
Daya Bay, Huizhou, (ii) approximately HK$493.6 million on construction of new 
production and distribution facility in Wujiang, Jiangsu, (iii) approximately 
HK$119.0 million on expansion of “CHEERS” and “ENLANDA” specialty stores, 
(iv) approximately HK$190.0 million on the promotion and brand building and (v) 
approximately HK$98.3 million on establishing a new production and distribution 
centre in northern China.
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HUMAN RESOURCES

As at 30 September 2012, the Group had 7,866 employees (31 March 2012: 8,267 
employees).

The Group provides introductory orientation programs and continuous training to 
its employees that cover industry knowledge, technology and product knowledge, 
industry quality standards and work safety standards to enhance the service 
quality and standard of its staff. The Group will strive to strengthen human 
resources management to provide strong support for the development of the 
Group’s business through staff recruitment initiatives and the optimisation of the 
development of its organisation structure and corporate culture to ensure that the 
Group will be able to maintain sustainable development in the future.

PROSPECTS

The Ministry of Commerce, the Ministry of Finance and The People’s Bank of China 
together previously proposed the opinion on boosting domestic demand in 12th 
Five-Year Plan period (the “Opinion”), pursuant to which the PRC Government has 
asserted its strategy of boosting domestic demand to support the development 
of the PRC economy. Within the Opinion that establishes favorable grounds for 
boosting domestic demand, the Ministry of Commerce proposed to stipulate 
every January to be “the month for boosting consumption” every year starting 
from 2012, in which united sales events will be held in the PRC with the purpose 
of “boosting consumption and development and benefiting people.” The Opinion 
would also require that local commerce departments should arrange for sales 
events during holidays and with local adaptations.

It is expected that the measures proposed by the PRC Government to bolster 
domestic demand along with the increasing demand for reclining sofas will 
provide a strong force to drive the Group’s growth. We are confident about the 
development prospects of the Group and will continue to implement our strategy 
with a steadfast and prudent approach in order to actively respond to market 
challenges and opportunities. In addition to consolidating our existing strengths, 
we will also continue to enhance our competitiveness aimed at strengthening our 
leading position in the international furniture market.

The furniture market in China has enormous market potential. In line with 
continuous economic development, consumers are increasingly concerned about 
the health factors and comfort of furniture. This preference matches our philosophy 
of providing furniture with health, comfort, value and fashion. We are therefore 
confident about the prospects of the PRC market.

With the roll-out of the QE3 and the gradual recovery of the housing market, the 
outlook for the sofa market in North America is positive. An increasing number 
of retailers from different countries are approaching us for co-operation to take 
advantage of the excellent price-performance ratio of our products and our ability 
to achieve continuous product innovation. It is anticipated that export sales of the 
Group will maintain strong growth in the future.
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OTHER INFORMATION

INTERIM DIVIDEND

Considering the profitability of the Review Period and the solid financial position 
of the Group, the Board declared an interim dividend of 41.8% of profit attributable 
to owners of the Company for the six months ended 30 September 2012.

The Board has resolved to declare an interim dividend of HK10.0 cents per Share 
for the six months ended 30 September 2012 (six months ended 30 September 
2011: HK6.0 cents per Share) payable to those shareholders of the Company 
(“Shareholders”) whose names appear on the Company’s register of members on 
Thursday, 29 November 2012.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED 
SECURITIES

During the Review Period, the Company repurchased a total of 52,117,200 ordinary 
shares of the Company at an aggregate purchase price of HK$179,334,526 on the 
Stock Exchange. Details of the repurchases of such ordinary shares were as follows:

Number of
ordinary

shares Price per ordinary share
Aggregate

purchase
Month of repurchase repurchased Highest Lowest price

(HK$) (HK$) (HK$)

June 2012 31,752,800 3.81 3.13 113,701,194
July 2012 11,000,000 3.35 3.13 35,339,366
August 2012 6,974,400 3.29 2.78 21,195,493
September 2012 2,390,000 3.87 3.61 9,098,473

Total 52,117,200 179,334,526

Total expenses on shares repurchased 372,960

Total 179,707,486

Out of the 52,117,200 repurchased ordinary shares, 42,752,800 repurchased ordinary 
shares were cancelled during the Review Period, and the remaining 9,364,400 
repurchased ordinary shares were cancelled subsequent to the period end date. 
The issued share capital of the Company was accordingly reduced by the par value 
of the repurchased ordinary shares so cancelled. The above repurchases were 
effected by the Directors pursuant to the mandate from Shareholders, with a view 
to benefiting Shareholders as a whole in enhancing the net assets and earnings 
per share of the Company.

Save as disclosed above, there was no purchase, sale or redemption by the 
Company, or any of its subsidiaries, of any listed securities of the Company during 
the Review Period.
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ON-MARKET SHARE REPURCHASE PLAN

The Board authorized, at its meeting held on 31 May 2012, among other things, 
the repurchase of ordinary Shares by the Company up to 97,133,560 Shares in 
on-market transactions pursuant to the Repurchase Mandate commencing from 
the date after 1 June 2012 (being the end of the black-out period in relation to the 
release of the Company’s 2012 annual results) and ending on the earlier on which 
the Repurchase Mandate is revoked by Shareholders in general meeting or when 
it lapses at the next annual general meeting (“Share Repurchase Plan”). Pursuant 
to such board authorization, Mr. Wong Man Li has been designated to decide, in 
his discretion, the timing of actual repurchases after taking into account market 
conditions. Any such Shares so repurchased will be cancelled.

A general mandate to repurchase Shares was granted to the Board at the annual 
general meeting of the Company held on 19 July 2012 (the “Repurchase Mandate”), 
authorizing the Directors to repurchase up to 91,139,440 Shares. For details of the 
Repurchase Mandate, please refer to the circular of the Company dated 18 June 
2012.

The Company will finance the repurchases (if any) from the Company’s existing 
available cash reserves. The Share Repurchase Plan will be carried out subject 
to compliance with the Repurchase Mandate and applicable provisions of the 
Company’s Bye-Laws, the Rules Governing the Listing of Securities on the Stock 
Exchange (the “Listing Rules”), Hong Kong and Bermuda law.

Should the Company repurchase any Shares pursuant to the exercise of the 
Repurchase Mandate and the Share Repurchase Plan, the Company will comply 
with the relevant reporting requirements under the Listing Rules. The Company 
will also comply with all relevant regulatory requirements in connection with any 
share repurchases under the Company’s Bye-Laws, the laws of Bermuda, as well as 
all applicable laws and provisions of the Listing Rules and the Hong Kong Code on 
Share Repurchases.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT 
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 September 2012, the interests or short positions of the directors and the 
chief executives of the Company in the shares, underlying shares and debentures 
of the Company and its associated corporations (within the meaning of Part XV 
of the Securities and Futures Ordinance (the “SFO”)), as recorded in the register 
required to be kept under Section 352 of the SFO, or which would have to be 
notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 
of Part XV of the SFO (including interests and short positions, if any, which they 
are taken or deemed to have under such provisions of the SFO), or as otherwise 
notified to the Company and the Stock Exchange pursuant to the Model Code for 
Securities Transactions by Directors of Listed Issuers (the “Model Code”) set out in 
Appendix 10 of the Listing Rules, were as follows:

(a)	 Long positions in the shares and underlying shares of the Company

Number of Shares held as

Approximate
percentage

of the issued
share capital

of the
Company1Name of Director

Beneficial
owner

Corporate
interest

Total
interests

Mr. Wong Man Li – 607,240,400 607,240,4002 67.44%
Mr. Stephen Allen Barr 6,386,400 – 6,386,4003 0.71%
Mr. Wang Guisheng 446,000 – 446,0004 0.05%
Mr. Alan Marnie 911,600 – 911,6005 0.10%
Mr. Dai Quanfa 235,200 – 235,2006 0.03%

Notes:

1.	 The percentage of the Company’s issued share capital is based on the 
900,394,400 Shares issued as at 30 September 2012.

2.	 These 607,240,400 Shares are beneficially owned by Man Wah Investments 
Limited which, in turn, is owned by Mr. Wong Man Li and Ms. Hui Wai Hing as 
to 80% and 20%, respectively, and Mr. Wong Man Li is therefore deemed to 
be interested in the entire 607,240,400 Shares held by Man Wah Investments 
Limited. Mr. Wong is also the sole director of Man Wah Investments Limited.
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3.	 This figure represents the aggregate number of 1,746,400 Shares held by Mr. 
Stephen Allen Barr and 4,640,000 Share Options granted to Mr. Stephen Allen 
Barr under the Share Option Scheme that are exercisable. Upon exercise of the 
Share Options, Mr. Stephen Allen Barr will acquire an aggregate of 6,386,400 
Shares.

4.	 This figure represents the aggregate number of the 416,000 Share Options 
granted to Mr. Wang Guisheng under the Share Option Scheme and 30,000 
Shares awarded to Mr. Wang Guisheng on 15 June 2011 to be vested on 15 
June 2014. Upon exercise of the Share Options and when the Shares awarded 
are vested, Mr. Wang Guisheng will acquire an aggregate of 446,000 Shares.

5.	 This figure represents the 911,600 Share Options granted to Mr. Alan Marnie 
under the Share Option Scheme that are exercisable. Upon exercise of the 
Share Options, Mr. Alan Marnie will acquire 911,600 Shares.

6.	 This figure represents the aggregate number of the 225,200 Share Options 
granted to Mr. Dai Quanfa under the Share Option Scheme and 10,000 Shares 
awarded to Mr. Dai Quanfa on 11 February 2011. Upon exercise of the Share 
Options and when the Shares awarded are vested, Mr. Dai Quanfa will acquire 
an aggregate of 235,200 Shares.

(b)	 Long positions in the shares of our associated corporation (as 
defined in the SFO)

Name of Director
Name of
associated corporation Capacity

Number of
issued

shares held

Approximate
percentage in

the associated
corporation

Mr. Wong Man Li Man Wah Investments Limited Beneficial
  owner

800 80%

Ms. Hui Wai Hing Man Wah Investments Limited Beneficial
  owner

200 20%

Save as disclosed above, as at 30 September 2012, none of the Company’s 
Directors, chief executives or their respective associates had any other personal, 
family, corporate and other interests or short positions in the shares, underlying 
shares or debentures of the Company or any of its associated corporations (within 
the meaning of Part XV of the SFO) as recorded in the register required to be kept 
under Section 352 of the SFO or as otherwise notified to the Company and the 
Stock Exchange pursuant to the Model Code.

Other than those disclosed in this section and the section headed “Share Options”, 
no right to subscribe for equity or debt securities of the Company has been granted 
by the Company to, nor have any such rights been exercised by, any Directors or 
chief executives of the Company during the six months ended 30 September 2012.
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CHANGE IN DIRECTORS’ INFORMATION

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in the Director’s 
information are as follows:

In consideration for the performance of their duties as an executive Director, the 
following executive Directors receive during its term of appointment the following 
director’s fee:

Name of Directors Particulars of Changes

Mr. Wong Man Li Annual director’s fee HK$250,000 from 1 June 2012

Ms. Hui Wai Hing Annual director’s fee HK$250,000 from 1 June 2012

Mr. Stephen Allen Barr Annual director’s fee HK$250,000 from 1 July 2012

Mr. Wang Guisheng Annual director’s fee HK$250,000 from 1 June 2012

Mr. Dai Quanfa Annual director’s fee HK$250,000 from 19 July 2012

INTERESTS AND SHORT POSITIONS OF SHAREHOLDERS DISCLOSEABLE 
UNDER THE SFO

As at 30 September 2012, the following companies and persons (other than 
directors or chief executives of the Company) had interests or short positions in 
the shares of the Company as recorded in the register kept by the Company under 
Section 336 of the SFO, or fell to be disclosed to the Company under Divisions 2 
and 3 of Part XV of the SFO:

(a)	 Long positions in the shares of the Company

Name of
shareholder Capacity

Number
of issued
ordinary

shares held

Percentage of
the issued

share capital of
the Company1

Man Wah Investments
  Limited

Beneficial
  owner 607,240,400 67.44%

Note 1:	 The percentage of the Company’s issued share capital is based on the 
900,394,400 Shares issued as at 30 September 2012.

Save as disclosed above, as at 30 September 2012, the Company has not been 
notified of any other person (other than the Directors and chief executives of the 
Company) who had an interest or short position in the shares and/or underlying 
shares of the Company which fell to be disclosed to the Company under Divisions 
2 and 3 of Part XV of the SFO.
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SHARE OPTIONS

On 5 March 2010, the share option scheme (“Share Option Scheme”) which 
complies with the requirements of Chapter 17 of the Listing Rules was adopted by 
the Shareholders. Details of movements in the share options under the Scheme 
(“Share Options”) during the 1HFY2013 were as follows:

Number of Share Options1

Grantee
Date of
grant2

Vesting
period

Exercisable
period3

Exercise
price per

share

Outstanding
at

1.4.2012

Granted
during the

Review
Period

Cancelled/
Lapsed

during the
Review
Period

Exercised
during the

Review
Period

Outstanding
at

30.9.2012
HK$

Mr. Stephen
  Allen Barr

18.10.2010 18.10.2010
  – 17.4.2012

18.4.2012
  – 17.10.2020

10.18 2,100,000 – – – 2,100,000

18.10.2010
  – 17.10.2015

18.10.2015
  – 17.10.2020

10.18 2,000,000 – – – 2,000,000

30.6.2011 30.6.2011
  – 29.6.2013

30.6.2013
  – 29.6.2015

8.11 240,000 – – – 240,000

6.7.2011 6.7.2011
  – 5.7.2014

6.7.2014
  – 5.7.2016

8.55 300,000 – – – 300,000

Mr. Wang
  Guisheng

6.7.2011 6.7.2011
  – 5.7.2014

6.7.2014
  – 5.7.2016

8.55 200,000 – – – 200,000

8.2.2012 8.2.2012
  – 7.2.2014

8.2.2014
  – 7.2.2016

4.72 54,000 – – – 54,000

8.2.2012
  – 7.2.2015

8.2.2015
  – 7.2.2017

4.72 54,000 – – – 54,000

8.2.2012
  – 7.2.2016

8.2.2016
  – 7.2.2018

4.72 54,000 – – – 54,000

8.2.2012
  – 7.2.2017

8.2.2017
  – 7.2.2019

4.72 54,000 – – – 54,000

Mr. Alan
  Marnie

6.7.2011 6.7.2011
  – 5.7.2014

6.7.2014
  – 5.7.2016

8.55 300,000 – – – 300,000

1.6.2012 1.6.2012
  – 31.5.2013

1.6.2013
  – 3.3.2020

3.50 – 611,600 – – 611,600
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Number of Share Options1

Grantee
Date of
grant2

Vesting
period

Exercisable
period3

Exercise
price per

share

Outstanding
at

1.4.2012

Granted
during the

Review
Period

Cancelled/
Lapsed

during the
Review
Period

Exercised
during the

Review
Period

Outstanding
at

30.9.2012
HK$

Mr. Dai
  Quanfa

6.7.2011 6.7.2011
  – 5.7.2014

6.7.2014
  – 5.7.2016

8.55 120,000 – – – 120,000

8.2.2012 8.2.2012
  – 7.2.2014

8.2.2014
  – 7.2.2016

4.72 26,400 – – – 26,400

8.2.2012
  – 7.2.2015

8.2.2015
  – 7.2.2017

4.72 26,400 – – – 26,400

8.2.2012
  – 7.2.2016

8.2.2016
  – 7.2.2018

4.72 26,400 – – – 26,400

8.2.2012
  – 7.2.2017

8.2.2017
  – 7.2.2019

4.72 26,000 – – – 26,000

Other
  employees

6.7.2011 6.7.2011
  – 5.7.2014

6.7.2014
  – 5.7.2016

8.55 3,090,000 – – – 3,090,000

8.2.2012 8.2.2012
  – 7.2.2014

8.2.2014
  – 7.2.2016

4.72 1,778,000 – (14,000) – 1,764,000

8.2.2012
  – 7.2.2015

8.2.2015
  – 7.2.2017

4.72 1,778,000 – (14,000) – 1,764,000

8.2.2012
  – 7.2.2016

8.2.2016
  – 7.2.2018

4.72 1,778,000 – (14,000) – 1,764,000

8.2.2012
  – 7.2.2017

8.2.2017
  – 7.2.2019

4.72 1,717,200 – (14,000) – 1,702,800

15,722,400 611,600 (56,400) – 16,277,600

Number of Share Options 
  exercisable at 
  30 September 2012 2,100,000

Notes:

1.	 Number of Shares in the Company over which options granted under the Scheme are 
exercisable.

2.	 The closing price of the Share immediately before the date on which the Share 
Options were granted on (i) 18 October 2010, i.e. on 15 October 2010 was HK$10.00, (ii) 
30 June 2011, i.e. on 29 June 2011 was HK$8.01, (iii) 6 July 2011, i.e. on 5 July 2011 was 
HK$8.43, (iv) 8 February 2012, i.e. on 7 February 2012 was HK$4.20 and (v) 1 June 2012, 
i.e. on 31 May 2012 was HK$3.37.

3.	 Share options under each grant are subject to the restrictions that up to 50% and 
100% of the total options granted will be exercisable during the period of 18th and 
60th months respectively from the date of acceptance of the grant of options by the 
relevant grantees.

01 E_Man Wah_HIR015 Main.indd   25 2012/11/21   下午 10:02:59



26 Man Wah Holdings Limited   Interim Report 2012

SHARE AWARD SCHEME

The Company adopted a share award scheme (the “Share Award Scheme”) on 
27 January 2011 (the “Adoption Date”) with a duration of 10 years commencing 
from the Adoption Date. The objective of the Share Award Scheme is to 
recognise the contributions by certain directors and employees of the Group 
and to give incentive to them in order to retain them for the continual operation 
and development of the Group, and to attract suitable personnel for further 
development of the Group. Please refer to the Company’s announcement dated 31 
January 2011 for further information on the Share Award Scheme.

During the Review Period, details of the movements in the number of Shares 
granted by the Company to employees of the Company and Directors pursuant to 
the Share Award Scheme were as follows:

Number of Shares

Category Date of grant
Fair value

per Share1

As at
1.4.2012

Granted
during the

Review
Period

Cancelled/
Lapsed

during the
Review
Period

As at
30.9.2012

HK$

Employees 11 February 2011 12.34 270,600 – (5,000) 265,600
Mr. Wang Guisheng 15 June 2011 8.60 30,000 – – 30,000
Mr. Dai Quanfa2 11 February 2011 12.34 10,000 – – 10,000

310,600 – (5,000) 305,600

Notes:

1.	 The fair value of the awarded Shares was calculated based on the closing price per 
Share on the date of grant.

2.	 Mr. Dai Quanfa was appointed as an executive Director of the Company on 19 July 
2012, and the 10,000 Shares awarded was granted on 11 February 2011.
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CONNECTED TRANSACT IONS AND CONT INUING CONNECTED 
TRANSACTIONS

During the Review Period, other than those disclosed in note 17 to the condensed 
consolidated financial statements, there were no transactions in the Group 
which need to be disclosed as connected transactions and continuing connected 
transactions in accordance with the requirements of the Listing Rules.

DIRECTORS’ INTEREST IN CONTRACTS OF SIGNIFICANCE

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

NON-COMPETITION UNDERTAKING

Each of Man Wah Investments Limited and Mr. Wong Man Li has entered into 
a deed of non-competition dated 5 March 2010 with the Company, to the effect 
that each of them will not directly or indirectly participate in, or hold any right or 
interest, or otherwise be involved in any business which may be in competition 
with the business of the Group from time to time.

MAJOR CUSTOMERS AND SUPPLIERS

In the Review Period, sales to the Group’s five largest customers and purchases 
from the five largest suppliers accounted for around 28.7% and 35.1% of the total 
revenue and purchases for the Review Period, respectively. The Group’s largest 
supplier accounted for around 9.7% of the total purchases for the Review Period, 
and none of the Group’s customer individually accounted for more than 10% of the 
total revenue of the Group.

At no time during the Review Period did a director, an associate of a director or a 
shareholder of the Company (which to the knowledge of the directors owns more 
than 5% of the Company’s share capital) have an interest in any of the Group’s five 
largest customers or suppliers.

AUDIT COMMITTEE

The Company has engaged Deloitte Touche Tohmatsu, the auditor of the Company 
(“Auditor”) to assist the audit committee of the Company (“Audit Committee”) to 
review the 2012 interim report of the Group. A meeting of the Audit Committee 
was held with the Auditor and the management of the Company for, amongst other 
things, reviewing the unaudited interim results of the Group for the six months 
ended 30 September 2012.
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CLOSURE OF REGISTER OF MEMBERS

Shareholders whose names appear on the Company’s register of members on 
Thursday, 29 November 2012, will be eligible for the interim dividend. The transfer 
books and the register of members of the Company will be closed from Tuesday, 27 
November 2012 to Thursday, 29 November 2012, both days inclusive, during which 
period no transfer of shares will be registered. In order to qualify for the interim 
dividend, all properly completed transfer forms accompanied by the relevant share 
certificates must be lodged with the Company’s branch share registrar in Hong 
Kong, Computershare Hong Kong Investor Services Limited of Shops 1712-1716, 
17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong for 
registration not later than 4:30 p.m. on Monday, 26 November 2012. The interim 
dividend is to be payable on or after Friday, 7 December 2012 to the Shareholders 
whose names appear on the register of members of the Company on Thursday, 29 
November 2012.

COMPLIANCE WITH CODE ON CORPORATE GOVERNANCE PRACTICES

During the six months ended 30 September 2012, the Company has applied the 
principles of, and complied with, the applicable code provisions of the Corporate 
Governance Code and Corporate Governance Report (the “CG Code”) as set out in 
Appendix 14 of the Listing Rules on the Stock Exchange, except for the deviation 
on Code Provisions A.2.1 and A.6.7 of the CG Code.

According to the Code Provision A.6.7 of the CG Code which came to effect on 1 
April 2012, independent non-executive Directors and other non-executive Directors 
should attend general meetings in order to develop a balanced understanding of 
the views of the Shareholders.

Ms. Chan Wah Man, Carman, an independent non-executive Director who resigned 
on 19 July 2012 and Mr. Lee Teck Leng, Robson, an independent non-executive 
Director who was overseas on 19 July 2012, did not attend the annual general 
meeting of the Company held on 19 July 2012 (“AGM”). Other the above 
independent non-executive Directors, all the other Directors of the Company were 
present the AGM to enable the Board to develop a balanced understanding of the 
views of the Shareholders.

Code Provision A.2.1 of the Code stipulates that the roles of chairman and chief 
executive officer should be separate and should not be performed by the same 
individual. Mr. Wong Man Li currently holds both positions. The Board believes 
that with the support of the executive Directors and the Company Secretary, the 
Chairman seeks to ensure that all Directors are properly briefed on issues arising 
at Board meetings and receive adequate and reliable information in a timely 
manner.
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Save for the above deviations, none of the Directors is aware of any information 
which would reasonably indicate that the Company is not, or, was not during the 
six months ended 30 September 2012 in compliance with the code provisions of 
the CG Code.

With respect to the recent changes to the Listing Rules on corporate governance, 
the Board has updated or established various policies and procedures and 
the committees have updated their terms of reference in compliance with the 
new applicable code provisions of the CG Code. The Company has also made 
enhancement in the following major areas which is in line with applicable code 
provisions of the CG Code: the Board shall perform the corporate governance 
duties for the Group; a Nomination Committee was set up with a majority of 
its members being independent non-executive Directors; and a shareholders’ 
communication policy was adopted by which the Shareholders can communicate 
with the Company and the Board.

COMPLIANCE WITH MODEL CODE FOR SECURITIES TRANSACTIONS BY 
DIRECTORS

The Company has adopted the Model Code as a code of conduct of the Company 
for Directors’ securities transactions. Having made specific enquiry of all Directors, 
the Directors have complied with the required standard set out in the Model Code 
and the Company’s code of conduct regarding Directors’ securities transactions 
throughout the six months ended 30 September 2012.

By order of the Board
Wong Man Li

Chairman

Hong Kong, 13 November 2012
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

TO THE BOARD OF DIRECTORS OF MAN WAH HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

Introduction

We have reviewed the condensed consolidated financial statements of Man Wah 
Holdings Limited (the “Company”) and its subsidiaries set out on pages 31 to 
50, which comprise the condensed consolidated statement of financial position 
as of 30 September 2012 and the related condensed consolidated statement 
of comprehensive income, statement of changes in equity and statement of 
cash flows for the six-month period then ended, and certain explanatory notes. 
The Main Board Listing Rules Governing the Listing of Securities on The Stock 
Exchange of Hong Kong Limited require the preparation of a report on interim 
financial information to be in compliance with the relevant provisions thereof 
and International Accounting Standard 34 “Interim Financial Reporting” (“IAS 
34”) issued by the International Accounting Standards Board. The directors of the 
Company are responsible for the preparation and presentation of these condensed 
consolidated financial statements in accordance with IAS 34. Our responsibility 
is to express a conclusion on these condensed consolidated financial statements 
based on our review, and to report our conclusion solely to you, as a body, in 
accordance with our agreed terms of engagement, and for no other purpose. We 
do not assume responsibility towards or accept liability to any other person for the 
contents of this report.

Scope of review

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

Conclusion

Based on our review, nothing has come to our attention that causes us to believe 
that the condensed consolidated financial statements are not prepared, in all 
material respects, in accordance with IAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

13 November 2012
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2012

Six months ended
30 September
2012 2011

NOTES HK$’000 HK$’000
(Unaudited) (Unaudited)

Revenue 3 2,401,498 2,126,378
Cost of goods sold (1,544,912) (1,391,044)

Gross profit 856,586 735,334
Other income 39,414 33,374
Other gains and losses 4 (3,639) 9,590
Selling and distribution expenses (505,998) (462,037)
Administrative expenses (143,388) (145,702)
Share of profit of jointly controlled 
  entities 4,460 1,593
Finance costs (8,888) (1,694)

Profit before income tax 238,547 170,458
Income tax expense 5 (21,811) (28,034)

Profit for the period 6 216,736 142,424

Other comprehensive income 
  Exchange difference arising 
    on translation (18,652) 43,314

Total comprehensive income for 
  the period 198,084 185,738

Profit for the period attributable to:
  Owners of the Company 219,281 142,749
  Non-controlling interests (2,545) (325)

216,736 142,424

Total comprehensive income 
  for the period attributable to:
  Owners of the Company 200,989 185,549
  Non-controlling interests (2,905) 189

198,084 185,738

EARNINGS PER SHARE 8
Basic (HK cents) 23.90 14.71

Diluted (HK cents) 23.89 14.70
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AT 30 SEPTEMBER 2012

30 September 31 March
2012 2012

NOTES HK$’000 HK$’000
(Unaudited) (Audited)

Non-current assets
  Property, plant and equipment 9 1,497,755 1,371,095
  Investment properties 9 29,840 29,974
  Lease premium for land 438,490 362,570
  Intangible assets 1,170 1,293
  Interests in jointly controlled entities 9,307 4,847
  Available-for-sale investment 3,668 –
  Deferred tax assets 453 453
  Deposit paid for an equity investment 9,522 3,701
  Deposits paid for acquisition of 
    property, plant and equipment 5,927 20,062
  Deposit paid for acquisition of 
    lease premium for land – 11,281
  Refundable earnest money paid for 
    lease premium for land 29,026 13,247

2,025,158 1,818,523

Current assets
  Inventories 608,776 545,902
  Trade receivables 10 383,808 390,714
  Other receivables and prepayments 10 200,098 206,946
  Lease premium for land 9,201 7,619
  Tax recoverable 2,246 12,604
  Pledged bank deposits 308,144 310,881
  Bank balances and cash 1,045,754 1,190,072

2,558,027 2,664,738

Current liabilities
  Trade payables 11 291,163 294,759
  Other payables and accruals 11 305,939 225,196
  Tax payable 9,522 6,029
  Bank borrowings 12 565,074 582,800

1,171,698 1,108,784

Net current assets 1,386,329 1,555,954

Total assets less current liabilities 3,411,487 3,374,477
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30 September 31 March
2012 2012

NOTES HK$’000 HK$’000
(Unaudited) (Audited)

Non-current liabilities
  Deferred tax liabilities 4,669 4,669
  Government grant receipt in advance 11 248,194 180,890

252,863 185,559

3,158,624 3,188,918

Capital and reserves
  Share capital 13 360,158 379,097
  Reserves 2,760,579 2,779,372

Equity attributable to owners of 
  the Company 3,120,737 3,158,469
Non-controlling interests 37,887 30,449

3,158,624 3,188,918
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2012

Attributable to owners of the Company

Share
capital

Treasury
shares

Share
premium

Special
reserve

Other
reserve

PRC
Statutory

reserve
Translation

reserve

Shares
held

under
share

award
scheme

Share
award

scheme
reserve

Share
option

reserve
Retained

profits
Sub– 
total

Non-
controlling

interests Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(note 13) (note i) (note ii) (note iii)

At 1 April 2011 (audited) 388,454 – 1,526,063 (16,132) (3,714) 52,802 86,755 (6,476) 244 3,742 1,062,869 3,094,607 128 3,094,735

Profit (loss) for the period – – – – – – – – – – 142,749 142,749 (325) 142,424
Other comprehensive income 
  for the period – – – – – – 42,800 – – – – 42,800 514 43,314

Total comprehensive income 
  for the period – – – – – – 42,800 – – – 142,749 185,549 189 185,738

Capital contribution by 
  non-controlling interest – – – – – – – – – – – – 20,089 20,089
Acquisition of additional interest 
  in a subsidiary – – – – (230) – – – – – – (230) 230 –
Recognition of equity-settled 
  share-based payments – – – – – – – – 756 4,672 – 5,428 – 5,428
Transfer to PRC statutory reserves – – – – – 207 – – – – (207) – – –
Dividends paid (note 7) – – – – – – – – – – (126,248) (126,248) – (126,248)

At 30 September 2011 (unaudited) 388,454 – 1,526,063 (16,132) (3,944) 53,009 129,555 (6,476) 1,000 8,414 1,079,163 3,159,106 20,636 3,179,742
Profit (loss) for the period – – – – – – – – – – 160,596 160,596 (846) 159,750
Other comprehensive income 
  for the period – – – – – – 21,375 – – – – 21,375 306 21,681

Total comprehensive income 
  (expense) for the period – – – – – – 21,375 – – – 160,596 181,971 (540) 181,431

Capital contribution by 
  non-controlling interests – – – – – – – – – – – – 10,353 10,353
Recognition of equity-settled 
  share-based payments – – – – – – – – 735 5,432 – 6,167 – 6,167
Transfer to PRC statutory reserves – – – – – 10,203 – – – – (10,203) – – –
Repurchase of shares (9,357) (1,838) (119,312) – – – – – – – – (130,507) – (130,507)
Dividends paid – – – – – – – – – – (58,268) (58,268) – (58,268)

At 31 March 2012 (audited) 379,097 (1,838) 1,406,751 (16,132) (3,944) 63,212 150,930 (6,476) 1,735 13,846 1,171,288 3,158,469 30,449 3,188,918
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Attributable to owners of the Company

Share
capital

Treasury
shares

Share
premium

Special
reserve

Other
reserve

PRC
Statutory

reserve
Translation

reserve

Shares
held

under
share

award
scheme

Share
award

scheme
reserve

Share
option

reserve
Retained

profits
Sub– 
total

Non-
controlling

interests Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(note 13) (note i) (note ii) (note iii)

Profit (loss) for the period – – – – – – – – – – 219,281 219,281 (2,545) 216,736
Other comprehensive expense 
  for the period – – – – – – (18,292) – – – – (18,292) (360) (18,652)

Total comprehensive (expense) 
  income for the period – – – – – – (18,292) – – – 219,281 200,989 (2,905) 198,084

Capital contribution by 
  non-controlling interests – – – – – – – – – – – – 10,343 10,343
Recognition of equity-settled 
  share-based payments – – – – – – – – 651 2,990 – 3,641 – 3,641
Cancellation of treasury shares (1,838) 1,838 – – – – – – – – – – – –
Repurchase of shares (17,101) (3,746) (158,488) – – – – – – – – (179,335) – (179,335)
Dividends paid (note 7) – – – – – – – – – – (63,027) (63,027) – (63,027)

At 30 September 2012 (unaudited) 360,158 (3,746) 1,248,263 (16,132) (3,944) 63,212 132,638 (6,476) 2,386 16,836 1,327,542 3,120,737 37,887 3,158,624

Notes:

(i)	 Special reserve arose from the acquisition of equity interest of certain subsidiaries 
through a corporate reorganisation. It represents the difference between the nominal 
value of share capital of these subsidiaries on the date of acquisition and the nominal 
value of the shares issued by the Company as consideration for the acquisition.

(ii)	 Other reserve arose from the acquisition of the additional equity interest in 
subsidiaries. It represents the difference between the carrying amount of net assets of 
the subsidiaries attributable to the additional interest at the dates of acquisition and 
the fair value of consideration paid by the Company.

(iii)	 The statutory reserve represents the amount transferred from profit after taxation of 
the subsidiaries established in the mainland of People’s Republic of China (the “PRC”) 
in accordance with the relevant PRC laws until the PRC statutory reserve reaches 50% 
of the registered capital of the respective subsidiaries. The statutory reserve cannot be 
reduced except where approval is obtained from the relevant PRC authority to apply 
the amount either in setting off the accumulated losses or increasing capital.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2012

Six months ended 
30 September
2012 2011

HK$’000 HK$’000
(Unaudited) (Unaudited)

Net cash from operating activities 253,258 36,940

Net cash used in investing activities
  Placement of short-term investments (3,671,246) (4,389,776)
  Purchase of property, plant and equipment (132,687) (278,417)
  Purchase of lease premium for land (82,370) –
  Deposit paid for acquisition of property, 
    plant and equipment (5,927) (19,040)
  Refundable earnest-money paid for lease
    premium for land (15,896) –
  Proceeds on redemption of short-term 
    investments 3,694,701 4,411,046
  Government grant received 68,897 –
  Other investing cash flows 866 (20,365)

(143,662) (296,552)

Net cash (used in) from financing activities
  Repurchase of shares (179,335) –
  Dividends paid (63,027) (126,248)
  Repayment of bank borrowings (17,726) (12,500)
  New bank borrowings raised – 125,000
  Capital injection by non-controlling interests 10,343 20,089

(249,745) 6,341

Net decrease in cash and cash equivalents (140,149) (253,271)
Effect of foreign exchange rate changes (4,169) 12,214
Cash and cash equivalents at beginning of 
  the period 1,190,072 1,611,164

Cash and cash equivalents at end of the period 1,045,754 1,370,107
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2012

1.	 BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared in 
accordance with the applicable disclosure requirements of Appendix 16 to 
the Rules Governing the Listing of Securities on The Stock Exchange of Hong 
Kong Limited (the “Stock Exchange”) and with International Accounting 
Standard 34 “Interim Financial Reporting” issued by the International 
Accounting Standards Board (the “IASB”).

2.	 PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared 
on the historical cost basis except for certain properties and financial 
instruments, which are measured at fair values.

Except as described below, the accounting policies and methods of 
computation used in the condensed consolidated financial statements for 
the six months ended 30 September 2012 are the same as those followed 
in the preparation of the Group’s annual financial statements for the year 
ended 31 March 2012 except for the accounting policy for available-for-sale 
equity investments newly adopted by the Group which has been disclosed 
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 
and derivatives that are linked to and must be settled by delivery of such 
unquoted equity instruments, they are measured at cost less any identified 
impairment losses at the end of the reporting period.

Adoption of new and revised IFRSs effective in the current period

In the current interim period, the Group has applied, for the first time, 
the following amendments to International Financial Reporting Standards 
(“IFRSs”) issued by the IASB:

•	 Amendments to IFRS 7 Financial Instruments: Disclosures – Transfers 
of Financial Assets; and

•	 Amendments to IAS 12 Deferred Tax: Recovery of Underlying Assets.

The application of these new or revised IFRSs in the current interim period 
has had no material effect on the amounts reported in these condensed 
consolidated financial statements and/or disclosures set out in these 
condensed consolidated financial statements.
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IFRSs issued but not yet effective

The Group has not early applied new or revised standards, amendments 
and interpretations that have been issued but are not yet effective. Except 
as described as below, these new or revised standards, amendments and 
interpretations have been disclosed in the consolidated financial statements 
for the year ended 31 March 2012.

Amendments to IFRS 10,
  IFRS 11 and IFRS 12

Consolidated Financial Statements, Joint
  Arrangements and Disclosure of Interests
  in Other Entities: Transition Guidance1

Amendments to IFRS 10,
  IFRS 12 and IAS 27

Investment Entities2

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

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

The directors of the Company anticipate that the application of the new or 
revised standards, amendments and interpretations will have no material 
impact on the results and financial position of the Group.

3.	 SEGMENT INFORMATION

The Group’s operating segments, based on information reported to the 
Company’s executive directors, for the purposes of resource allocation and 
performance assessment are as follows:

Sofa (export sales) – �manufacture and sale of sofa for 
customers located outside Mainland China

Sofa (retail and wholesale 
  in Mainland China)

– �manufacture and distribution of sofa in 
Mainland China through self-owned shops 
and distributors

Sofa (retail and wholesale
  in Hong Kong)

– �distribution of sofa in Hong Kong through 
wholesale and self-owned shops

Bedding products – �manufacture and distribution of mattress 
and bedding products in Mainland China

Information regarding the above segments is reported below.
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For the six months ended 30 September 2012

Sofa
(export

sales)

Sofa
(retail and
wholesale

in Mainland
China)

Sofa
(retail and

wholesale in
Hong Kong)

Bedding
Products

Total
segments Elimination Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

REVENUE
External sales 1,763,367 497,998 41,405 98,728 2,401,498 – 2,401,498
Inter-segment sales 21,624 32,059 – – 53,683 (53,683) –

1,784,991 530,057 41,405 98,728 2,455,181 (53,683) 2,401,498

RESULTS
Segment results 184,243 65,400 4,968 10,509 265,120 (5,361) 259,759

Interest income 1,547
Finance income from 
  short-term investments 23,455
Rental income 1,483
Exchange loss – net (3,683)
Finance costs (8,888)
Central administrative 
  costs and directors’ 
  remunerations (39,586)
Share of profit of jointly 
  controlled entities 4,460

Profit before income tax 238,547
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For the six months ended 30 September 2011

Sofa
(export

sales)

Sofa
(retail and
wholesale

in Mainland
China)

Sofa
(retail and

wholesale in
Hong Kong)

Bedding
Products

Total
segments Elimination Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

REVENUE
External sales 1,495,504 466,142 48,782 115,950 2,126,378 – 2,126,378
Inter-segment sales 27,584 16,929 – 19,181 63,694 (63,694) –

1,523,088 483,071 48,782 135,131 2,190,072 (63,694) 2,126,378

RESULTS
Segment results 124,619 51,278 2,587 7,875 186,359 (5,981) 180,378

Interest income 2,045
Finance income from
  short-term investments 21,270
Rental income 412
Exchange gain – net 8,045
Gain on changes in fair 
  value of derivative 
  financial instruments 1,712
Finance costs (1,694)
Central administrative 
  costs and directors’ 
  remunerations (43,303)
Share of profit of jointly 
  controlled entities 1,593

Profit before income tax 170,458

Inter-segment sales are charged at prevailing market price.

Segment results represent profit before income tax earned by each 
segment without allocation of interest income, finance income from short-
term investments, finance costs, rental income, net exchange gain/loss, 
central administrative costs and directors’ remunerations, share of profit of 
jointly controlled entities and changes in fair value of derivative financial 
instruments.
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4.	 OTHER GAINS AND LOSSES

Six months ended
30 September
2012 2011

HK$’000 HK$’000

Gain on changes in fair value of 
  derivative financial instruments – 1,712
Exchange (loss) gain – net (3,683) 8,045
Gain (loss) on disposal of property, 
  plant and equipment 44 (167)

(3,639) 9,590

5.	 INCOME TAX EXPENSE

Six months ended
30 September
2012 2011

HK$’000 HK$’000

Current tax:
  PRC Enterprise income tax 20,413 22,461
  United States of America (“U.S.”) 1,074 2,627

21,487 25,088

Underprovision in prior years:
  PRC Enterprise income tax 324 2,011
  U.S. – 935

324 2,946

21,811 28,034

No Hong Kong Profits Tax has been provided for as the Group had no 
assessable profits arising in Hong Kong for both periods.

Under the Laws of the PRC on Enterprise Income Tax (the “EIT Laws”) 
and Implementation Regulation of the EIT Laws, the tax rate of the PRC 
subsidiaries is 25% from 1 January 2008 onwards. Certain subsidiaries 
of the Group operating in the PRC are eligible for certain tax holidays 
and concessions pursuant to the relevant laws and regulations of local 
government.

As stated on Decree Law No. 58/99/M, Chapter 2, Article 12, dated 18 
October 1999, the Group’s Macau subsidiary is exempted from Macao 
Complementary Tax.
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The U.S. income tax charge comprises federal income tax calculated at 34% 
and state income tax calculated from 0 to 9.8% on the estimated assessable 
profits of the subsidiary of the Company which was incorporated in the U.S..

6.	 PROFIT FOR THE PERIOD

Profit for the period has been arrived at after charging (crediting) the 
following items:

Six months ended
30 September
2012 2011

HK$’000 HK$’000

Staff costs 264,171 219,370
Rents and rates 64,182 62,690
Release of lease premium for land 1,704 1,167
Amortisation of intangible assets 
  (recognised in selling and 
  distribution expenses) 112 109
Depreciation 58,588 39,193
Impairment loss on inventories 6,029 –
Interest income (1,547) (2,045)
Finance income from short-term 
  investments included in other income (23,455) (21,270)

7.	 DIVIDENDS

During the period, the Company recognised the following dividends as 
distribution:

Six months ended
30 September
2012 2011

HK$’000 HK$’000

Final dividend for the year ended 
  31 March 2012 of HK$0.07 per share 
  (2011: HK$0.13 per share 
  for the year ended 31 March 2011) 63,027 126,248

Subsequent to the end of the current period, the Board of Directors of the 
Company have determined that an interim dividend of HK$0.10 per share 
(six months ended 30 September 2011: HK$0.06 per share) will be paid to 
the shareholders of the Company whose names appear in the Company’s 
Register of Members on 29 November 2012.
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8.	 EARNINGS PER SHARE

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

Six months ended
30 September
2012 2011

HK$’000 HK$’000

Earnings
Profit for the period attributable to 
  owners of the Company 
  for the purposes of basic and 
  diluted earnings per share 219,281 142,749

Number
of shares

Number
of shares

’000 ’000

Number of shares
Weighted average number of ordinary 
  shares in issue during the period for 
  the purpose of basic earnings per 
  share 917,547 970,636
Effect of dilutive potential ordinary shares
  – Unvested awarded shares 307 368

Weighted average number of ordinary 
  shares in issue during the period for 
  the purpose of diluted earnings per 
  share 917,854 971,004

The computation of diluted earnings per share for both periods does not 
assume the exercise of the Company’s outstanding share options because 
the exercise price of these options was higher than the average market 
price for shares for both periods.
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9.	 MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT AND 
INVESTMENT PROPERTIES

During the current period, the Group acquired property, plant and 
equipment and incurred expenditure on construction in progress of 
HK$100,567,000 and HK$97,511,000 (six months ended 30 September 2011: 
HK$92,157,000 and HK$201,997,000) for the purpose of expanding the 
Group’s business.

At 30 September 2012, the directors of the Company considered that 
the carrying amount of the Group’s investment properties do not differ 
significantly from that which would be determined using fair values at 
the reporting date. Consequently, no gain or loss on fair value change of 
investment properties has been recognised in the current period.

10.	 TRADE AND OTHER RECEIVABLES AND PREPAYMENTS

30 September 31 March
2012 2012

HK$’000 HK$’000

Trade and bills receivables 383,808 390,714

Other receivables and prepayments 
  Valued added taxes recoverable 94,670 65,751
  Deposits 28,767 27,359
  Sundry receivables 46,557 46,143
  Prepayments to suppliers 30,104 67,693

200,098 206,946

Other than cash and credit card sales for retail business, the Group 
generally allows a credit period of 30 to 90 days for export customers 
and 180 days for high speed train manufacturers which are state-owned 
enterprises. The aged analysis of the Group’s trade and bills receivables (net 
of allowance for doubtful debts) presented based on the invoice date at the 
end of the reporting period is as follows:

30 September 31 March
2012 2012

HK$’000 HK$’000

0 – 30 days 245,320 247,670
31 – 60 days 106,702 100,832
61 – 90 days 11,018 9,364
Over 90 days 20,768 32,848

383,808 390,714
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11.	 TRADE AND OTHER PAYABLES AND ACCRUALS

30 September 31 March
2012 2012

HK$’000 HK$’000

Trade and bills payables (Note i) 291,163 294,759

Other payables and accruals
  Trade deposits received from customers 96,082 72,756
  Payables for acquisition of property,
    plant and equipment 71,079 25,750
  Accruals 112,112 112,124
  Others 26,666 14,566

305,939 225,196

Government grant (Note ii) 248,194 180,890

Notes:

(i)	 The aged analysis of the Group’s trade payables presented based on the 
invoice date at the end of the reporting period is as follows:

30 September 31 March
2012 2012

HK$’000 HK$’000

0 – 30 days 253,228 259,362
31 – 60 days 27,214 27,461
61 – 90 days 9,318 358
Over 90 days 1,403 7,578

291,163 294,759

(ii)	 During the year ended 31 March 2012, the Mainland China government granted 
a subsidy of RMB147 million (approximately HK$181 million) in respect of the 
Group’s development of manufacturing plant in Wujiang City, the PRC. Such 
amount was fully paid to the Group prior to the development of the plant.

During the current period, the PRC government granted a subsidy of RMB56 
million (approximately HK$69 million) in respect of the Group’s development 
of manufacturing plant in Tianjin City, the PRC. Such amount was fully paid to 
the Group prior to the development of the plant. The above amounts will be 
set off against the construction costs of the assets in the coming years.
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12.	 BANK BORROWINGS

During the current period, the Group did not obtain any new borrowings 
while for the six months ended 30 September 2011, approximately 
HK$125,000,000 borrowings were raised. The outstanding loans of the 
Group carry interest at variable market rate ranging from 2.90% to 
3.37% (six months ended 30 September 2011: 2.49% to 2.54%) and are 
repayable within one year. The Group repaid borrowings of approximately 
HK$17,726,000 (six months ended 30 September 2011: HK$12,500,000) 
during the period.

13.	 SHARE CAPITAL

Number 
of shares Amount

’000 HK$’000

Ordinary shares of HK$0.40 each

Issued and fully paid:
At 1 April 2011 and 30 September 2011 971,136 388,454

At 1 April 2012 947,742 379,097
Cancellation of treasury shares (4,594) (1,838)
Repurchase of shares (Note) (42,753) (17,101)

At 30 September 2012 900,395 360,158

Note:

During the period ended 30 September 2012, 52,117,200 ordinary shares of HK$0.4 
each of the Company were repurchased at a price ranging from HK$2.78 to HK$3.87 
per share. On 20 April 2012, 11 July 2012 and 30 July 2012, an aggregate of 47,347,200 
ordinary shares were cancelled. The remaining 9,364,400 shares which was recognised 
as treasury shares at the end of the reporting period were subsequently cancelled on 5 
October 2012.
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14.	 SHARE-BASED PAYMENTS

The Company’s share option scheme (the “Scheme”) was adopted pursuant 
to a resolution passed on 5 March 2010 for the primary purpose of providing 
incentives to directors and eligible participants, and will expire on 4 March 
2020. Details of the Scheme were disclosed in the consolidated financial 
statements for the year ended 31 March 2012.

The table below discloses movement of the Company’s share options held 
by the Group’s employees and directors:

Number of share options
2012 2011
’000 ’000

Outstanding as at 1 April 15,722 4,100
Granted during the period 612 4,740
Forfeited during the period (56) (215)

Outstanding as at 30 September 16,278 8,625

Share option of 611,600 shares was granted on 1 June 2012. The closing 
price of the Company’s shares immediately before the date of grant was 
HK$3.37.

The fair value of the Share Options was determined at the date of grant 
using the Binomial model amounted to HK$454,430.
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Details of specific categories of options are as follows:

Options Date of grant

Number of
share

options
granted

Vesting 
period

Exercise 
period

Exercise
Price

October 2010 18.10.2010 2,100,000 18.10.2010 – 
  17.4.2012

18.4.2012 – 
  17.10.2020

HK$10.18

2,000,000 18.10.2010 
  17.10.2015

18.10.2015 – 
  17.10.2020

HK$10.18

June 2011 30.6.2011 240,000 30.6.2011 – 
  29.6.2013

30.6.2013 – 
  29.6.2015

HK$8.11

July 2011 6.7.2011 4,500,000 6.7.2011 – 
  5.7.2014

6.7.2014 – 
  5.7.2016

HK$8.55

February 2012 8.2.2012 1,903,200 8.2.2012 – 
  7.2.2014

8.2.2014 – 
  7.2.2016

HK$4.72

1,903,200 8.2.2012 – 
  7.2.2015

8.2.2015 – 
  7.2.2017

HK$4.72

1,903,200 8.2.2012 – 
  7.2.2016

8.2.2016 – 
  7.2.2018

HK$4.72

1,840,000 8.2.2012 – 
  7.2.2017

8.2.2017 – 
  7.2.2019

HK$4.72

June 2012 1.6.2012 611,600 1.6.2012 – 1.6.2013 – HK$3.50
  31.5.2013   3.3.2020

The Group recognised an expense of HK$2,990,000 for the period ended 30 
September 2012 (six months ended 30 September 2011: HK$4,672,000) in 
relation to the share options granted by the Company.

15.	 SHARE AWARD SCHEME

The Company adopted a share award scheme (the “Share Award Scheme”) 
on 27 January 2011 (the “Adoption Date”) with a duration of 10 years 
commencing from the Adoption Date. The objective of the Share Award 
Scheme is to recognise the contributions by certain directors and employees 
of the Group and to give incentive to them in order to retain them for the 
continual operation and development of the Group, and to attract suitable 
personnel for further development of the Group.

Details of the Share Award Scheme were disclosed in the consolidated 
financial statements for the year ended 31 March 2012.
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Details of the movements in the number of shares granted by the Company 
to employees and directors of the Company during the period are as 
follows:

Category Date of grant Vesting period

Fair value 

per share

(Note 1)

As at

1.4.2011

Granted

during

the year

Lapsed

during

the year

As at

31.3.2012

Granted

during

the period

Transfer

(Note 2)

Lapsed

during

the period

As at

30.9.2012

HK$

Employees 11.2.2011 11.2.2011 – 

  31.12.2013

12.34 350,800 – (70,200) 280,600 – (10,000) (5,000) 265,600

Directors 15.6.2011 15.6.2011 – 

  15.6.2014

8.6 – 84,000 (54,000) 30,000 – 10,000 – 40,000

350,800 84,000 (124,200) 310,600 – – (5,000) 305,600

Note 1:	 The fair value of the awarded shares was calculated based on the closing 
price per share on the date of grant.

Note 2:	 Mr. Dai Quanfa was originally an employee of the Group and appointed 
as a director with effect from 19 July 2012. The shares granted to him was 
disclosed under the category of director accordingly. However, the vesting 
period and the fair value per share remains unchanged at 11.2.2011 to 
31.12.2013 and HK$12.34 respectively.

The equity-settled share-based payments charged to the profit or loss was 
HK$651,000 for the period ended 30 September 2012 (six months ended 30 
September 2011: HK$756,000).

16.	 CAPITAL COMMITMENTS

30 September 31 March
2012 2012

HK$’000 HK$’000

Capital expenditure contracted but not 
  provided in the condensed consolidated 
  financial statements in respect of
  – acquisition of property, 
      plant and equipment 4,819 45,079
  – construction of production plant 3,905 56,209
  – lease premium for land – 69,400

8,724 170,688

Capital expenditure authorised but 
  not contracted for in the condensed 
  consolidated financial statements 
  in respect of lease premium for land 64,838 81,452
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17.	 RELATED PARTY DISCLOSURES

(I)	 Related party transactions

During the period, the Group has entered into the following 
transactions with related parties:

Six months ended 
30 September
2012 2011

HK$’000 HK$’000

Rental expense paid to related
  parties (Note) 723 854
Rental expense paid to a jointly
  controlled entity 1,118 1,222

Note:	 Mr. Wong Man Li and Ms. Hui Wai Hing, who are directors of the 
Company, are also directors and shareholders of these related 
companies.

(II)	 Compensation of key management personnel

The remunerat ion of directors and other members of key 
management of the Group during the period was as follows:

Six months ended
30 September
2012 2011

HK$’000 HK$’000

Short-term employee benefits 9,450 6,135
Post employment benefits 404 21
Share-based payment expenses 2,026 4,549

11,880 10,705
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