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For the year ended 31 December 2012, the Group recorded a
revenue of HK$933 million, increased by 6.8% as compared to last
year; and a net profit for the year of HK$110 million, increased by 3.0%
above last year. Gross profit margin and net profit margin were
25.2% and 11.8%, representing a decrease of 0.9 and 0.5
percentage point below last year.

Although the external economy as a whole was seriously affected by
the factors of the sluggish performance of the European and USA
market and the lingering European sovereign debt crisis, the Group,
leveraging on the unrelenting efforts made by the management to
strengthen the development of mid-high end products, recorded
an increase in revenue for the year. As for the production costs, even
in the face of a significant increase in the labour costs in the PRC, the
Group has achieved a growth in net profit for the year through
effective and stringent cost controls, the implementation of
production process optimization project and the improvement of
product designs.

It is expected that the external economy would continue to be
affected by the above factors. Also, in view of the severe shortage of
labour in the PRC and the surging labour costs, it will be full of
challenge for the handbag business in the coming year. Nevertheless,
the Group will strive to diversify its product designs, strengthen the
development of high-end products, enhance the production
processes, reinforce internal controls and implement tight control
over the cost in order to generate stable profit for the Group.
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On behalf of the Board, | would like to extend our sincere gratitude to
our shareholders, customers and business partners for their persistent
support throughout the year. In addition, | would also like to take this
opportunity to thank all colleagues and staff for their persistent
contribution to the Group.

On behalf of the Board
Wai Siu Kee
Chairman

Hong Kong, 18 March 2013
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Revenue and net profit attributable to equity holders of the Group for
the year ended 31 December 2012 was HK$933 million and
HK$110 million, representing an increase of 6.8% and 3.0%
respectively, as compared to HK$874 million and HK$107 million
respectively last year. The basic earnings per share was HK13.4 cents
for the year ended 31 December 2012 and HK13.0 cents last year.

Revenue

The Group recorded revenue of HK$933 million for the year ended
31 December 2012, increased by 6.8% as compared to HK$874
million last year. Although the global economy was seriously affected
by the slowdown of economic growth and the lingering European
sovereign debt crisis, the Group, leveraging on the unrelenting efforts
made by the management to the development of mid-high end
products and new customer accounts, achieved a growth in sales for
the year.

Cost of sales

With the increase in revenue during the year, the cost of sales
increased from HK$646 million last year to HK$698 million for the
year ended 31 December 2012, showing an increase of
approximately 8.1%. Furthermore, the percentage of cost of sales to
the total revenue for the year was 74.8%, increased by 0.9
percentage points as compared to 73.9% for last year. Such increase
was mainly attributable to the increase in labour costs and raw
material costs for current year.

Selling and distribution expenses

Selling and distribution expenses incurred for the year ended 31
December 2012 was HK$32.3 million, increased by HK$4.6 million
as compared to HK$27.7 million last year, representing an increase of
approximately 16.7%, mainly driven by sales growth during the year,
which resulted in the increase in direct selling expenses such as
testing charges, transportation, commission and sample charges.
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Administrative expenses

Administrative expenses incurred for the year ended 31 December
2012 was HK$74.0 million, decreased by HK$3.5 million as
compared to HK$77.5 million last year, representing a decrease of
approximately 4.6%, primarily as a result of the management's
persistent effort in cost controls during the year.

Finance costs

Interest expenses incurred for the year ended 31 December 2012
was HK$1.4 million, which revalued stable as compared to HK$1.5
million last year.

The inventory turnover days of the Group was 59 days for the year
ended 31 December 2012 which was steady as compared to 57
days last year.

The average collection period of the Group was 56 days for the year
ended 31 December 2012 as compared to 67 days last year which
is in line with the normal credit terms of 7 days to 90 days granted
by the Group to its customers.

The Group's creditors’ turnover days were 33 days for the year ended
31 December 2012 as compared to 44 days last year which is in line
with the normal credit terms of 7 days to 60 days granted by the
suppliers to the group.
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The total shareholders' equity of the Group as at 31 December 2012
was HK$272 million (31.12.2011: HK$243million). As at 31
December 2012, the Group had current assets of HK$304 million
(31.12.2011: HK$353 million) and current liabilities of HK$143
million (31.12.2011: HK$222 million). The current ratio was 2.12 as
at 31 December 2012 as compared to 1.59 as at 31 December
2011.

The Group generally finances its operations with internally generated
cash flow and credit facilities provided by its principal bankers in Hong
Kong. As at 31 December 2012, the Group had outstanding bank
borrowings of HK$50 million (31.12.2011: HK$106 million). These
bank loans were secured by corporate guarantees provided by the
Company and its certain subsidiaries. As at 31 December 2012, the
Group maintained bank balances and cash of HK$80 million
(31.12.2011: HK$55 million). The Group's net cash-to-equity ratio (cash
and cash equivalents net of total bank borrowings over shareholders’
equity) was 0.11 as at 31 December 2012.

The Group possesses sufficient cash and available banking facilities to
meet its commitments and working capital requirements.

At 31 December 2012, the Group had a workforce of more than 5,000
people. The Group maintains a good relationship with its employees,
and provides them with proper training and competitive
compensation and incentives. The staffs are remunerated based on
their work performance, professional experience and prevailing
market situation. Remuneration packages comprise salary and
bonuses based on individual merits.
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The Company is committed to maintaining high standards of
corporate governance. The board of directors (the “Board”) of the
Company believes that sound and reasonable corporate governance
practices are essential for the growth of the Group and for
safeguarding and maximizing shareholders’ interests. On 1 April
2012, the Code on Corporate Governance Practices (“Former CG
Code") contained in Appendix 14 to the Rules governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (“Listing
Rules”) was amended and renamed as Corporate Governance Code
and Corporate Governance Report ("New CG Code”). The Board is
committed to complying with the code provisions as stated in the
New CG code to the extent that the directors of the Company
("Directors”) consider it is applicable and practical to the Company.

The Company has complied with the code provision in the Former
CG Code during the period from 1 January 2012 to 31 March 2012
and has complied with New CG Code during the period from 1 April
2012 to 31 December 2012, except for the following deviation:

—  The Group has an Executive Chairman who also acts as the
chief executive officer. The Executive Chairman with the
assistance of the Group's senior management team oversees
and manages the Group's business. Other functions normally
undertaken by a chief executive officer of a company are
delegated to members of the Group’s senior management
team. This structure deviates from the code provision of Code
that requires the roles of the chairman and the chief executive
officer to be separate and not performed by the same
individual. The Board has considered this matter carefully and
decided not to adopt the provision. The Board believes that the
current management structure has been effective in facilitating
the operation and development of the Group and its business
for a considerable period of time and that the necessary checks
and balances consistent with sound corporate governance
practices are in place. Accordingly, the Board does not consider
it necessary to change the current management structure.
However, the Board will review the management structure from
time to time to ensure it continues to meet these objectives.
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The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code") as set out
in Appendix 10 of the Listing Rules as a code of conduct regarding
directors’ securities transactions in 2011. All the members of the
Board have confirmed, following specific enquiry by the Company
that they have complied with the required standard as set out in the
Model Code throughout the year ended 31 December 2012. The
Model Code also applies to other specified senior management of
the Group.

Composition and role
The Board comprises:

Executive director

Ms. Wai Siu Kee (Chairman)
Mr. Kung Phong

Ms. Lee Man Ching

Ms. Poon Lai Ming

Independent non-executive director
Mr. So Wing Keung

Mr. Heng Victor Ja Wei

Mr. Tsang Hin Man Terence

The Board comprises four executive directors (one of whom is the
Chairman) and three independent non-executive directors. The three
independent non-executive directors represent more than one-third
of the Board. In addition, three of the independent non-executive
directors possess appropriate business, professional accounting
qualifications and legal expertise.

The principal focus of the Board is on the overall strategic
development of the Group. The Board also monitors the financial
performance and the internal controls of the Group's business
operations.
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The independent non-executive directors also serve the important
function of ensuring and monitoring the basis for an effective
corporate governance framework. The Board considers that each
independent non-executive director is independent in character and
judgment and that they all meet the specific independence criteria as
required by the Listing Rules. The Company has received from each
independent non-executive director an annual confirmation or
confirmation of his independence pursuant to Rule 3.13 of the Listing
Rules. The independent non-executive directors are explicitly
identified in all of the Company's corporate communications.

The Chairman is primarily responsible for drawing up and approving
the agenda for each board meeting in consultation with all directors.
Notice of at least 14 days have been given to all directors for all
regular board meetings and the directors can include matters for
discussion in the agenda if necessary. Agenda and accompanying
board papers in respect of regular board meetings are sent out in full
to all directors within reasonable time before the meeting. Draft
minutes of all board meetings are circulated to directors for comment
within a reasonable time prior to confirmation.

Minutes of board meetings and meetings of board committees are
kept by duly appointed secretaries of the respective meetings and all
directors have access to board papers and related materials, and are
provided with adequate information in a timely manner, which enable
the Board to make an informed decision on matters placed before it.

During the year under review, four full board meetings were held and
the individual attendance of each director is set out below:
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Mr. Kung Phong ByKL
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Ms. Poon Lai Ming EBRAZ T
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The Company has established the Nomination Committee with
specific written terms of reference. It comprises 4 members, namely,
Ms. Wai Siu Kee (Chairman of the Nomination Committee), Mr. So
Wing Keung, Mr. Heng Victor Ja Wei and Mr. Tsang Hin Man Terence.
For appointment of new Director, the background, experience,
professional skills, availability to commit to the affairs of the Company
and, in case of INED, the independence requirements set out in the
Listing Rules, of the potential appointee will be taken into
consideration.

Pursuant to the Articles of Association of the Company, all newly
appointed director of the Company shall hold office until the next
AGM and shall then be eligible for re-election. Every Director,
including those appointed for a specific term shall be subject to
retirement by rotation at least once every three years at the AGM. The
retiring Directors shall be eligible for re-election.

The Company's circular to be despatched to shareholders of the
Company will contain detailed information of the Directors standing
for re-election.

The Audit Committee was established in 2011 and its current
members include:

Mr. Heng Victor Ja Wei (Chairman)
Mr. So Wing Keung
Mr. Tsang Hin Man Terence

The Board considers that each Audit Committee member has broad
commercial experience and there is a suitable mix of expertise in
accounting, business and legal on the Audit Committee. The
composition and members of the Audit Committee complies with the
requirements under Rule 3.21 of the Listing Rules. The new written
terms of reference which describe the authority and duties of the
Audit Committee were adopted in March 2012 to conform to the
provisions of the New CG Code, a copy of which is posted on the
Company's website.
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The Audit Committee meets regularly to review the Group's financial
reporting and other information to shareholders, the system of
internal controls, risk management and the effectiveness and
objectiveness of the audit process. The Audit Committee also
provides an important link between the Board and the Company's
auditors in matters coming within the scope of its terms of reference
and keeps under review the independence and objectivity of the
auditors.

The Audit Committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters including a
review of the accounts for the year ended 31 December 2012.

During the year, four Audit Committee meetings were held and the
individual attendance of each member is set out below:

Name of member BEHRA

Mr. Heng Victor Ja Wei TR 4 55 4
Mr. So Wing Keung 7K 58 5T A4
Mr. Tsang Hin Man Terence BN AL

The Remuneration Committee was established in 2011 and its
current members include:

Mr. Heng Victor Ja Wei (Chairman)
Mr. So Wing Keung
Mr. Tsang Hin Man Terence

All members of the Remuneration Committee are independent non-
executive directors. The Remuneration Committee advises the Board
on the Group's overall policy and structure for the remuneration of
directors and senior management. The Remuneration Committee
ensures that no director or any of his associate is involved in deciding
his own remuneration. The new terms of reference of the
Remuneration Committee were adopted in March 2012 to conform
to the provisions of the New CG Code, a copy of which is posted on
the Company's website.
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In determining the emolument payable to directors, the Remuneration
Committee takes into consideration factors such as salaries paid by
comparable companies, time commitment and responsibilities of the
directors, employment conditions elsewhere in the Group and the
desirability of performance-based remuneration.

The Remuneration Committee has met during the year to determine
the policy for the remuneration of directors and assess performance
of executive directors and certain senior management and all
members have attended in the meeting.

Auditors’ Remuneration

For the year ended 31 December 2012, the auditors of the Company
only provided audit services to the Company.

The Nomination Committee was established in March 2012 and its
current members include :

Ms. Wai Siu Kee (Chairman)
Mr. So Wing Keung

Mr. Heng Victor Ja Wei

Mr. Tsang Hin Man Terence

The majority members are independent non-executive directors. The
Nomination Committee has the duty of reviewing annually the board
structure and composition.

The terms of reference of the Nomination Committee were adopted
in March 2012 to confirm to the provision of the New CG Code, a
copy of which is posted on the Company's website.

The Nomination Committee has met during the year to approve and
adopt its terms of reference, all members have attended in the
meeting.
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Each newly appointed Director receives comprehensive, formal and
tailored induction on his appointment, so as to ensure that he has
appropriate understanding of the business and operations of the
Group and that he is fully aware of his responsibilities and obligations
under the Listing Rules and relevant regulatory requirements. There
are also arrangements in place for providing continuing briefing and
professional development to Directors at the Company's expenses
whenever necessary.

The Company provides regular updates and presentations on
changes and developments relating to the Group’s business and the
legislative and regulatory environments to the Directors at Board
meetings or through emails.

The Directors are committed to complying with Code Provision A.6.5
of the New CG Code which came into effect on 1 April 2012 on
Directors’ training. All Directors have participated in continuous
professional development to develop and refresh their knowledge
and skills and provided a record of training they received for the year
ended 31 December 2012 to the Company. The type of training
received is summarized below :

—  reading regulatory updates ; and

—  attending seminars/forum/workshops relevant to the directors’
duties.

Ms. Wong Yuet Ming joined the Group in 2004 and has been the
company secretary of the Company since 2011. She is responsible
for advising the Board on governance matters and facilitates induction
and professional development of the Directors. The appointment and
dismissal of the company secretary are subject to the Board approval
in accordance with the Articles of Association. Pursuant to Rule 3.29
of the Listing Rules which came into effect on 1 January 2012, Ms.
Wong has taken no less than 15 hours of relevant professional
training in the year under review.
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The Board has overall responsibility for the system of internal controls
of the Group and for reviewing its effectiveness. The Board is
committed to implementing an effective and sound internal controls
system to safeguard the interest of shareholders and the Group's
assets. The Board has delegated to executive management the
implementation of the system of internal controls and reviewing of all
relevant financial, operational, compliance controls and risk
management function within an established framework.

The directors are responsible for the preparation of accounts for each
financial period which give a true and fair view of the state of affairs
of the Group and of the results and cash flow for that period. In
preparing the accounts for the year ended 31 December 2012, the
directors have selected suitable accounting policies and applied them
consistently; adopted appropriate Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards; made adjustments
and estimates that are prudent and reasonable; and have prepared
the accounts on the going concern basis. The directors are also
responsible for keeping proper accounting records which disclose
with reasonable accuracy at any time the financial position of the
Group.

The Company has only one class of shares. All shares have the same
voting rights and are entitled to the dividends declared. The rights of
the shareholders of the Company are set out in Company’s Articles or
Association.

Shareholders of the Company can: (i) convene an extraordinary
general meeting; (ii) forward enquiries to the board of directors; (iii)
forward proposals at shareholders’ meetings; and (iv) nominate
Directors for election. Details of relevant procedures are available on
the Company's website.
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The Board is committed to providing clear and full information about
the Group's performance to shareholders through the publication of
interim results and annual results in a timely manner. In addition to
dispatching circulars, notices and financial reports to shareholders,
additional information is also available to shareholders on the website
of the Company.

The annual general meeting provides a useful forum for shareholders
to raise comments and exchange views with the Board. Shareholders
are encouraged to attend annual general meetings for which the
Company gives at least 21 days' notice. The Chairman and Directors
and external auditors are available to answer questions on the
Company's businesses at the meeting.

Separate resolutions are proposed at the general meetings on each
substantially separate issue, including the election of individual
directors. In addition, poll voting procedure is included in the circular
to shareholders dispatched together with the annual report.

There was no significant change in the Company's constitutional
documents for the year ended 31 December 2012.
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Ms. WAI Siu Kee, aged 68, Chairman and Chief Executive Officer of
the Group who is also one of the founders of our Group. She is also
the chairman of Lee & Man Chemical Company Limited (Stock Code:
0746). Ms. Wai has more than 47 years of experience in the
manufacturing industry. She is responsible for the development of
corporate strategies, corporate planning and overall management of
our Group and in particular the marketing and development of the
business of our Group. Ms. Wai is the honorary permanent president
of the Hong Kong Baptist University Foundation.

Mr. KUNG Phong, aged 41, an Executive Director and Managing
Director of the Group. He joined the Group in 2008 and has over 13
years of experience in business development as well as extensive
knowledge in sales and marketing in both PRC and Hong Kong. He is
responsible for the management and development of the handbag
business of the Group. Mr. Kung is the member of Chinese People's
Political Consultative Committee of Jiujiang. Mr. Kung is the spouse of
Ms. Lee Man Ching, an Executive Director of the Group and a son-in-
law of Ms. Wai Siu Kee, the Group’s Chairman.

Ms. LEE Man Ching, aged 38, an Executive Director and Director of
Sales of the Group. She joined the Group in 2007 and has over 14
years of experience in sales and marketing. Ms. Lee is responsible for
the merchandising and marketing functions of our Group. Ms. Lee is
the daughter of Ms. Wai Siu Kee, the Group's Chairman and the
spouse of Mr. Kung Phong, the Executive Director of the Group.

Ms. POON Lai Ming, aged 57, an Executive Director of the Group.
She joined the Group in 1976 and has over 36 years of experience
in the handbag industry. Ms. Poon is responsible to provide
operational advisory services to the factory in China.
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Mr. SO Wing Keung, aged 61, an Independent Non-Executive
Director of the Group. He is the managing director of Sweda Limited.
Mr. So obtained a master's degree in materials engineering from the
Yanshan University. Currently, Mr. So is the Chief Honorary President
of Hong Kong Watch Manufacturers Association, an alternate member
of the General Committee of Federation of Hong Kong Industries, an
executive committee member of Hong Kong Electronic Industries
Association and the vice-president of The Mirror.

Mr. HENG Victor Ja Wei, aged 35, an Independent Non-Executive
Director of the Group. He is a partner of Morison Heng, Certified
Public Accountants. He holds a master of science degree of the
Imperial College of Science, Technology and Medicine, the University
of London. He is a member of The Association of Chartered Certified
Accountants and member of The Hong Kong Institute of Certified
Public Accountants. Mr. Heng also serves as an independent non-
executive director in China Fire Safety Enterprise Group Limited (Stock
Code: 0445), Matrix Holdings Limited (Stock Code: 1005) and Lee &
Man Chemical Company Limited (Stock Code: 0746).

Mr. TSANG Hin Man Terence, aged 50, an Independent Non-
Executive Director of the Group. He was admitted as a solicitor in
Hong Kong in 1993 and he is currently the sole proprietor of Tsang &
Co., H.M. Mr. Tsang obtained a bachelor's degree in science from the
University College London, the University of London. He also holds a
bachelor's degree in law from the University of Westminster, United
Kingdom.
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Mr. NG Yu Hung, aged 58, Senior Manager of the Group. He joined
the Group in 1977. Mr. Ng has over 34 years of experience in the
handbag industry. He is responsible for the marketing and
development of the Group's handbag business in the European
market. Mr. Ng is the brother of Mr. Ng Yu Kuen, one of the senior
management staff of the Group.

Mr. CHIU Shun King, aged 50, Production Manager of the Group.
He joined the Group in 1984 and has over 27 years of experience in
the handbag industry. He is responsible for production planning and
overall production management of Gao Bu factory in China.

Ms. WONG Yuet Ming, aged 48, Company Secretary of the Group.
She is also the executive director, financial controller and company
secretary of Lee & Man Chemical Company Limited (Stock Code:
0746). She joined the Group in 2004 and has over 23 years of
experience in the field of auditing and accounting. She holds a
master's degree in business administration from the University of
Surrey, United Kingdom. She is a fellow member of the Association
of Chartered Certified Accountants and an associate member of the
Hong Kong Institute of Certified Public Accountants. She is
responsible for managing and overseeing compliance and reporting
obligations of our Group.

Ms. YU Siu Mui, aged 41, Senior Manager of the Group. She joined
the Group in 2001 as merchandiser. She graduated from the Chinese
University of Hong Kong with a bachelor's degree in business
administration in 1994. She has over 10 years of experience in
marketing and development. She is responsible for the sales and
marketing of the Group's business in the United States and European
market.

Mr. CHAN Kam Bun, aged 64, Manager of the Group. He joined the
Group in 1996 as manager and has over 16 years of experience in
the handbag business. He is responsible to co-ordinate the
production activity in Gao Bu factory in China.
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Mr. NG Yu Kuen, aged 55, Senior Manager of the Group. He joined
the Group in 2009 and has over 21 vyears of experience in
administration and management. He is responsible to co-ordinate the
production activity in Liu Wu factory in China. Mr. Ng is the brother of
Mr. Ng Yu Hung, one of the senior management staff of the Group.

Mr. WANG Jian Mei, aged 43, Production Manager of the Group.
He joined the Group in 1993 and has over 23 years of experience in
the handbag industry. He is responsible for production planning and
production management of fashion handbag of Gao Bu factory in
China.
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The directors present their annual report and the audited consolidated
financial statements for the year ended 31 December 2012.

The Company is an investment holding company. The activities of its
principal subsidiaries are set out in note 32 to the consolidated
financial statements.

The results of the Group for the year ended 31 December 2012 are
set out in the consolidated statement of comprehensive income on
page 31.

An interim dividend of HK5 cents per share amounting to
HK$41,250,000 in total was paid to the shareholders during the year.

The directors now recommend the payment of a final dividend of
HK5 cents per share to the shareholders on the register of members
on 23 May 2013, amounting to HK$41,250,000 in total, and the
retention of the remaining profit for the year of HK$27,763,000.

Details of the share capital of the Company are set out in note 25 to
the consolidated financial statements.

During the year, the Group acquired property, plant and equipment at
a cost of HK$12,767,000 for the purpose of expanding its business.
Details of these and other movements in the property, plant and
equipment of the Group during the year are set out in note 14 to the
consolidated financial statements.
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The directors of the Company during the year and up to the date of
this report were:

Executive directors

Ms. Wai Siu Kee (Chairman)
Mr. Kung Phong

Ms. Lee Man Ching

Ms. Poon Lai Ming

Independent non-executive directors

Mr. So Wing Keung
Mr. Heng Victor Ja Wei
Mr. Tsang Hin Man Terence

In accordance with the provisions of the Company's Articles of
Association, Mr. Kung Phong and Mr. So Wing Keung will retire at the
forthcoming annual general meeting and being eligible, will offer
themselves for re-election.

The term of office of each of the other independent non-executive
directors is the period up to his retirement as required by the
Company's Articles of Association.

Ms. Wai Siu Kee, Mr. Kung Phong, Ms. Lee Man Ching and Ms. Poon
Lai Ming , have each entered into a service agreement with the
Company on 18 May 2011 for an initial term of 3 years, which shall
continue thereafter unless and until terminated by either party giving
to the other not less than 3 months' prior notice in writing or
payment of salary in lieu of notice to terminate the service contract.
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At 31 December 2012, none of the directors or the chief executive,
or any of their associates, had any interests or short positions in any
shares, underlying shares or debentures of the Company or any of its
associated corporations, which had to be notified to the Company
and The Stock Exchange of Hong Kong (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the Securities and Future
Ordinance (the “SFQO"), or which were required, pursuant to section
352 of the SFO, to be entered in the register referred to therein or
which were required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code"), to be
notified to the Company and the Stock Exchange.

The directors of the Company were entitled to participate in a share
option scheme adopted by LM (the “LM Share Option Scheme”),
details of which are set out in LM's annual report for the year ended
31 December 2012. No share option was granted under the LM
Share Option Scheme since its inception.

In addition, on 18 May 2011, the Company has also adopted a share
option scheme (the “Handbag Share Option Scheme") in which the
Company's directors and employees are entitled to participate, details
of which are set out in note 26 to the consolidated financial
statements. No share option was granted under the Handbag Share
Option Scheme since its inception.

Save as above, during the year neither the Company nor any of its
subsidiaries and fellow subsidiaries, a party to any arrangements to
enable the directors of the Company to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any
other body corporate.
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At 31 December 2012, shareholders (other than directors and chief
executive of the Company) who had interests and short positions in
the shares and underlying shares of the Company which have been
disclosed to the Company under the provisions of Division 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to
be kept by the Company under section 336 of the SFO were as
follows:

Long positions

Ordinary shares of HK$0.10 each of the Company

Name of shareholders Capacity

BRER &4

Full Gold Beneficial owner (note 1)

BEmBmAEANMETD

DJE Investment S.A. Investment manager (note 2)

Eoi® (Mi2)

Note 1: The long position of 618,750,000 shares were held by Full Gold
Trading Limited which was owned by each of Mr. Lee Wan Keung
and Mr. Lee Man Yan as to 55% and 45% respectively. Ms. Wai Siu
Kee and Ms. Lee Man Ching are the directors of Full Gold.

Note 2: The long position of 58,034,000 shares were held by DJE Investment
S.A. which was controlled by DJE Kapital AG, which in turn was
controlled by Dr. Jens Alfred Karl Enrhardt.
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Long positions (continued)

Other than disclosed above, as at 31 December 2012, the Company
has not been notified by any persons (other than directors and chief
executives of the Company) who had interests or short positions in
the shares or underlying shares of the Company which would fall to
be disclosed to the Company under the provision of Divisions 2 and
3 of Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under section 336 of the SFO.

Details of the related party transactions for the year are set out in
note 30 to the consolidated financial statements which are also the
discloseable connected transaction pursuant to Listing Rules. In the
opinion of the independent non-executive directors, these
transactions entered into by the Group were:

(i)  inthe ordinary and usual course of business of the Group;

(i) either (@) on normal commercial terms; or (b) where there was
no available comparison, on terms that were fair and
reasonable so far as the shareholders of the Company were
concerned;

(i)  either (@) in accordance with the terms of the agreements; or (b)
where there were no such agreements, on terms no less
favourable than those available to or from independent third
parties; and

(iv) within the relevant cap amounts as agreed by the Stock
Exchange.

Save as disclosed above, there were no other transactions which
need to be disclosed as connected transactions in accordance with
the requirements of the Listing Rules.
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Other than as disclosed under the heading “Connected transactions”,
no contracts of significance to which the Company, its holding
company or any of its fellow subsidiaries and 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 year or at
any time during the year.

During the year, the aggregate sales attributable to the Group's five
largest customers comprised approximately 62% of the Group's total
sales.

The aggregate purchases during the year attributable to the Group's
five largest suppliers were approximately 21% of the Group's total
purchases and the purchases attributable to the Group's largest
supplier were approximately 5% of the Group's total purchases.

None of the directors, their associates or any shareholders which, to
the knowledge of the directors, owned more than 5% of the
Company's issued share capital had any interest in the share capital
of any of the five largest customers of the Group.

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

There are no provision for pre-emptive rights under the Company's
Articles of Association, or the laws of the Cayman Islands, which
would oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.
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The Company has received, from each of the independent non-
executive directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers all
of the independent non-executive directors are independent.

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

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

The Company has adopted a share option scheme as an incentive to
directors and eligible employees. Details of the scheme are set out in
note 26 to the consolidated financial statements.

The Company has maintained a sufficient public float throughout the
year ended 31 December 2012.

A resolution will be submitted to the annual general meeting of the
Company to re-appoint Messrs. Deloitte Touche Tohmatsu as auditor
of the Company.

On behalf of the Board
WAI SIU KEE
Chairman

Hong Kong, 18 March 2013
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Deloitte.
=2

TO THE MEMBERS OF LEE & MAN HANDBAGS HOLDING LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Lee & Man
Handbags Holding Limited (the “Company”) and its subsidiaries
(collectively referred to as the "Group”) set out on pages 31 to 107,
which comprise the consolidated statement of financial position as at
31 December 2012, and the consolidated statement of
comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other
explanatory information.

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

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. We conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation of the
consolidated financial statements that give a true and fair view in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the consolidated
financial statements.

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

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group as at 31 December 2012,
and of the Group's profit and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards and have
been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 18 March 2013
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For the year ended 31 December 2012 #Z2012F 12 A31H L F/E

Revenue
Cost of sales

Gross profit

Other income

Other gains and losses

Selling and distribution costs

General and administrative expenses

Listing expenses

Interest expense on bank borrowings
wholly repayable within five years

Profit before taxation
Income tax expense

Profit for the year

Other comprehensive
income (expense)

Exchange differences arising from
translation

Total comprehensive income for the year

Eamnings per share (HK cents)

WA
&R A

EH

H Al U A

Ho A W zn K 85 18

HE RO HKA
THREH

EHER
MNEXEHZEREFRA
EEEE ZRITER

B i At 7
PiT 15 Bt 32 H

F A A
Hit2E W (X H)
ESECICRIOY-Fa:Y)

bE =5
FARME RSB

Fhan E)

Notes

Ht &

5&6

11

2012
HK$'000
THERT
932,916

(698,164)

234,752
5,958
(12,649)
(32,326)
(73,997)

(1,430)

120,308
(10,045)

110,263

837
111,100

13.4

2011
HK$'000
THET

873,815
(646,120)

227,695
11,390
(8,731)

(27,690)

(68,618)

(14,565)
(1,509)

117,972
(10,925)

107,047

(758)
106,289

13.0
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At 31 December 2012 7A2012F12 831H

NON-CURRENT ASSETS

Property, plant and equipment

Prepaid lease payments

Investment properties

Deposits paid for the acquisition of
property, plant and equipment

Defined benefit assets

Deferred tax asset

CURRENT ASSETS

Inventories

Prepaid lease payments

Trade and other receivables
Derivative financial instruments
Tax recoverable

Bank balances and cash

CURRENT LIABILITIES

Trade and other payables

Amount due to a related company
Tax payable

Bank borrowings

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

NON-CURRENT LIABILITIES
Derivative financial instruments
Deferred tax liability

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

FRBEE
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fi 18

The consolidated financial statements on pages 31 to 107 were

approved and authorised for issue by the Board of Directors on 18

March 2013 and are signed on its behalf by:

Wai Siu Kee

BHOH
Chairman
FE

Notes
M &t

14
15
16

29
24

17
15
18
19

20

21
22

23

19
24

25

2012
HK$'000
TER

57,149
23,935
25,729

5,093
9

111,915

106,656
617
113,736
434
2,602
80,038

304,083

91,812
311
1,236
50,000

143,359
160,724

272,639

455
281

736
271,903

82,500
189,403

271,903

2011
HK$'000
TAET

56,522
24,573
25,082

1,738
4816
503

113,234

117,411
394
180,490

54,763
353,058

107,323
629
8213
106,305

222,470
130,588

243,822

519
519
243,303

82,500
160,803

243,303

FIBEEFI07TEMEAZEEM B RE
ER2013F3 A 18 REETSRBLRE
BT YHTIHEERREE:

Kung Phong
B

Director

EF
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For the year ended 31 December 2012 #Z2012F 12 A31H L F/E

At 1 January 2011

Profit for the year
Other comprehensive expense
for the year

Total comprehensive income
for the year

Issue of shares upon the group
reorganisation

Deemed contribution from
shareholder

Dividends recognised as
distributions

At 31 December 2011

Profit for the year
Other comprehensive income
for the year

Total comprehensive income
for the year

Dividends recognised as
distributions

At 31 December 2012

Notes:

R2011FE1HA18
4 PO I

FERHMBRE S
FR2EKSBE

SEEARET
Z Bt
BRBEREANE

BEERDIKZEE
B2011F 12831 H
FREF

FAEMEERE
FAEEBEBE

RN IKZ RS

M2012F 12 A31H

(i)  The asset revaluation reserve represented increase in revaluation arising
from the owner-occupied properties becoming to investment properties

prior to 1 January 2008.

(i) The special reserve of the Group represents:

(i)  the difference between the nominal value of the share capital
issued by Lee & Man Development Limited (“LM Development”)
and the nominal amount of the share capital of subsidiaries
acquired by it pursuant to a group organisation in 1993;

(i)  the difference between the nominal value of the share capital of
a subsidiary, LM Development, acquired pursuant to a group
reorganisation in June 2011 and the nominal value of the share
capital issued by the Company; and

(i)  the expenses borne by shareholder for the listing of the

Company.

reserve

EREE
HK$'000
TAET

6,129

(758)

(758)

5,371

837

837

Asset

Share revaluation Translation
capital reserve
EE
BAx  EREREE
HK$'000 HK$'000
FAT FAT
(Note i)
(HaEi)
1 6,641
82,499 -
82,500 6,641
82,500 6,641

6,208

GEX

Special Accumulated

reserve

BRI E
HK$'000
FET
(Note ii)
(Bt atii)
29,372

(82,499)

14,565

(38,562)

(38,562)

profits
-

HK$'000
TET

105,056

107,047

107,047

(24,750)
187,353

110,263

110,263

(82,500)

215,116

Total
a4

HK$'000
TET

147,199

107,047

(758)

106,289

14,565

(24,750)
243,303

110,263

837

111,100

(82,500)

271,903

() BEEMGMHFEREN2008F1A1R
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BB EREFEE -
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For the year ended 31 December 2012 #Z2012F12 31 H L FE

OPERATING ACTIVITIES
Profit before taxation
Adjustments for:
Depreciation of property, plant
and equipment
Interest expenses
Release of prepaid lease payments
Gain on disposal of property,
plant and equipment

(Gain) loss of fair value changes on derivative

financial instruments
(Reversal of) impairment loss recognised in
respect of trade receivables
(Reversal of) write-down of inventories
Interest income
Retirement benefit gain
Listing expenses

Operating cash flows before movements in
working capital
Decrease (increase) in inventories

Decrease (increase) in trade and other receivables

Increase (decrease) in derivative financial
instruments
Decrease in trade and other payables

Decrease in amount due to a related company

Cash generated from operations
Hong Kong Profits Tax paid

Profits Tax paid for other jurisdictions
Interest paid

NET CASH FROM OPERATING ACTIVITIES

REER
B B A1 5
T
M BEREE
ZiE
MEXZH
BrBENEERE
W 2%
MESMIAERAYE
gEyz (W) BB
FEWE 5 BR R (Y [El)
VEREN SR
FE(B#) K EEE
B2 WA
RIKTE R 81U 2
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EEESEHAZ

KEXBRERE
F &R (35 )
FEUE 5 M H 518

> (32 )
SROTAET A

(Rt )
FERE 5 R EMFKIE
e RRE R AR A
KEEBERS
ENBEEMER
ENEMEEAERER
EATFE

REXBFBRETFHE

>
R R

i

2012
HK$'000
TER

120,308

12,166
1,430
620

(278)

(123)

(175)
(621)
(168)
(277)

132,882
11,376

66,929
144
(15,511)

(318)

195,502
(19,354)
(14)
(1,430)

174,704

2011
HK$'000
THAT

117,972

9,907
1,509
543

(186)

494

430
3,229

(231)

(278)
14,565

147,954
(37,956)

(30,304)
(1,024)
(16,175)

(297)

62,198
(1,590)

(721)
(1,509)

58,378
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For the year ended 31 December 2012 #Z2012F 12 A31H L F/E

INVESTING ACTIVITIES

Purchase of property, plant and equipment

Payment for land use rights

Deposits paid for acquisition of property,
plant and equipment

Interest received

Proceeds from disposal of property,
plant and equipment

NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES
Dividend paid

Bank borrowings raised
Repayment of bank borrowings

NET CASH USED IN FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR

EFFECT OF CHANGES IN EXCHANGE RATE

CASH AND CASH EQUIVALENTS
AT END OF THE YEAR

REED

BEDE BELR®B
T E RS
BEVE BELERBZ
BRI &

BB AE
HEWE - BB K&
RGBS RIA

REZHMERE TR

METE
ENBE
HERRITHENK
EEBITHER

METDAERETFHE

ReRERBEEEEM
(R2D) 8
RENzZRER
EEHAEEAE
EXSHZE

RERZRER
EEHBLEAE

2012
HK$°000
TET

(11,029)

168
298

(10,563)

(82,500)

(56,305)

(138,805)

25,336

54,763
(61)

80,038

2011
HK$'000
THET

(7,484)
(6,993)

(1,738)
231

188

(15,796)

(24,750)
31,592
(51,140)

(44,298)

(1,716)

56,290
189

54,763
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For the year ended 31 December 2012 #Z2012F12 31 H L FE

The Company is a public limited company incorporated in the
Cayman Islands on 4 January 2011 under the Companies Law
(Revised) Chapter 22 of the Cayman Islands. The addresses of
the registered office and principal place of business of the
Company are disclosed in the section “Corporate Information”
to the annual report.

As at 31 December 2012, the Company’s parent and ultimate
holding company is Full Gold Trading Limited (“Full Gold"), a
company incorporated in the British Virgin Islands (“BVI"). lts
ultimate controlling party is Mr. Lee Wan Keung (“Mr. Lee").

The functional currency of the Company is United States dollars
("US dollars"), while the consolidated financial statements are
presented in Hong Kong dollars (“HK dollars”) as the Company
is listed in Hong Kong.

The Company acts as an investment holding company. The
Group is principally engaged in the manufacture and sale of
handbags.

In the current year, the Company has applied the following
amendments to HKFRSs issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA").

Amendments to HKAS 12 Deferred Tax: Recovery of
Underlying Asset; and

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

The application of the above amendments to HKFRSs in the
current year has had no material impact on the Group's
financial performance and positions for the current and prior
years and/or on the disclosures set out in these consolidated
financial statements.
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For the year ended 31 December 2012 #Z2012F 12 A31H L F/E

Amendments to HKAS 12 Deferred Tax: Recovery of
Underlying Assets

The Group has applied for the first time the amendments to
HKAS 12 Deferred Tax: Recovery of Underlying Assets in the
current year. Under the amendments, investment properties
that are measured using the fair value model in accordance
with  HKAS 40 Investment Property are presumed to be
recovered entirely through sale for the purposes of measuring
deferred taxes, unless the presumption is rebutted in certain
circumstances. The Group measures its investment properties
using the fair value model. The directors have determined that
the “sale” presumption set out in the amendments to HKAS12
is not rebutted. Accordingly, the application of the amendments
to HKAS 12 has no impact to the consolidated financial
statements.
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For the year ended 31 December 2012 #Z2012F12 31 H L FE

AEELEEFSRATIE RM
BEARERNHET REETERE

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

38

M mEER

Amendments to HKFRSs Annual Improvements to BB E LR BB RS %R
HKFRSs 2009-2011 Cycle' (EFTA) 20094 20114
B2 FESRE
Amendments to HKFRS 7 Disclosures — Offsetting EBU RS %R RE-SREEMN
Financial Assets and FT79 (BETA) CRIBENEE
Financial Liabilities' Fi N
Amendments to HKFRS 9 Mandatory Effective Date of EEMEREED BRI ERELER
and HKFRS 7 HKFRS 9 and Transition FIRKREE 25 5% Y 38 il 1
Disclosures® B 75 RS 22 Al AR BER
E75 (BETA) BEMEES
Amendments to HKFRS 10, Consolidated Financial EBPBREER RAPIEHRE
HKFRS 11 and HKFRS 12 Statements, Joint E10% - BE HE PR E
Arrangements and Br RS ER S R REMERD
Disclosure of Interests in FENHKRES Ew: BEES
Other Entities: Transition B 75 R 45 22 A
Guidance' FI125% (BT A)
Amendments to HKFRS 10, Investment Entities? BEMBHREER BEER’
HKFRS 12 and HKAS 27 105 B
B 75 R 45 22 A
FIRRREE
ST 275
(83T A)
HKFRS 9 Financial Instruments® &5 B s R SRIAS
EXeLr
HKFRS 10 Consolidated Financial EEMIEHREAER IREMBHREK
Statements' E10%
HKFRS 11 Joint Arrangements' EA KIS %A HRE 2
ERRET
HKFRS 12 Disclosure of Interests in EBU RS ER WENE M E
Other Entities' E125 HiE'
HKFRS 13 Fair Value Measurement' 2 S B 6 R 5 X B ATEHE'
F135%
HKAS 19 (as revised in 2011) Employee Benefits' BRG] EERA
F195%
(R2011 & 1&5])
HKAS 27 (as revised in 2011) Separate Financial Statements' EB e ER B R K
FE27%
(20115 1&5T)
HKAS 28 (as revised in 2011) Investments in Associates and EE el REERAR
Joint Ventures' 285k BELEMNERE
(2011 & 185T)
Amendments to HKAS 1 Presentation of Items of Other EHEe AR 2 HMBEE
Comprehensive Income* F 15 (BETA) &gk
Amendments to HKAS 32 Offsetting Financial Assets and EAEGHERERE cHEENSE
Financial Liabilities? CCHEN) B (& T AR 32
HK(IFRIC)-Int 20 Stripping Costs in the EB(ERUBHRE BABEEERR
Production Phase of REZEE)-HE BRI B AR

a Surface Mine'

£205%
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For the year ended 31 December 2012 #Z2012F 12 A31H L F/E

Effective for annual periods beginning on or after 1 January

2013.

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

? Effective for annual periods beginning on or after 1 January
2015.

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

Amendments to HKAS 32 Offsetting Financial Assets
and Financial Liabilities and amendments to HKFRS 7
Disclosures — Offsetting Financial Assets and Financial
Liabilities

The amendments to HKAS 32 clarify existing application issues
relating to the offset of financial assets and financial liabilities
requirements. Specifically, the amendments clarify the meaning
of “currently has a legally enforceable right of set-off’ and
“simultaneous realisation and settlement”.

The amendments to HKFRS 7 require entities to disclose
information about rights of offset and related arrangements (such
as collateral posting requirements) for financial instruments
under an enforceable master netting agreement or similar
arrangement.

The amendments to HKFRS 7 are effective for the Group for
annual periods beginning on 1 January 2013 and interim
periods within those annual periods. The disclosures should
also be provided retrospectively for all comparative periods.
However, the amendments to HKAS 32 are not effective for
the Group until the Group's annual periods beginning on or
after 1 January 2014, with retrospective application required.

The directors anticipate that the application of these
amendments to HKAS 32 and HKFRS 7 may result in more
disclosures being made in the future.
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For the year ended 31 December 2012 #Z2012F12 31 H L FE

HKAS 19 (as revised in 2011) Employee Benefits

The amendments to HKAS 19 change the accounting for
defined benefit plans and termination benefits. The most
significant change relates to the accounting for changes in
defined benefit obligations and plan assets. The amendments
require the recognition of changes in defined benefit obligations
and in the fair value of plan assets when they occur, and hence
eliminate the 'corridor approach’ permitted under the previous
version of HKAS 19 and accelerate the recognition of past
service costs. The amendments require all actuarial gains and
losses to be recognised immediately through other
comprehensive income in order for the net pension asset or
liability recognised in the consolidated statement of financial
position to reflect the full value of the plan deficit or surplus.
Furthermore, the interest cost and expected return on plan
assets used in the previous version of HKAS 19 are replaced
with a ‘'net-interest’ amount, which is calculated by applying the
discount rate to the net defined benefit liability or asset.

The amendments to HKAS 19 are effective for the Group for
annual period beginning on 1 January 2013 and require
retrospective application. The application of the amendments
to HKAS 19 will have impact on amounts reported in respect of
the Group's defined benefit plans as the Group will change its
accounting policies on the recognition of actuarial gains and
losses and the defined benefit asset will decrease by
approximately HK$1,822,000 when the amendments to HKAS
19 is applied with a corresponding decrease in equity. In
addition, net interest will be calculated by applying the discount
rate to the net defined benefit assets.
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Amendments to HKAS 1 Presentation of Items of Other
Comprehensive Income

The amendments to HKAS 1 Presentation of Items of Other
Comprehensive Income introduce new terminology for the
statement of comprehensive income and income statement.
Under the amendments to HKAS 1, a “statement of
comprehensive income” is renamed as a “statement of profit or
loss and other comprehensive income”. The amendments to
HKAS 1 retain the option to present profit or loss and other
comprehensive income in either a single statement or in two
separate but consecutive statements. However, the
amendments to HKAS 1 require items of other comprehensive
income to be grouped into two categories: (a) items that will
not be reclassified subsequently to profit or loss; and (b) items
that may be reclassified subsequently to profit or loss when
specific conditions are met. Income tax on items of other
comprehensive income is required to be allocated on the same
basis — the amendments do not change the option to present
items of other comprehensive income either before tax or net
of tax.

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

The directors of the Company anticipate that the application of
other new and revised standards will have no material impact
on the results and the financial position of the Group.
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The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
issued by the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by the Rules
Governing the Listing of Securities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
and by the Hong Kong Companies Ordinance.

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

The principal accounting policies are set out below.
Basis of consolidation

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

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

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

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

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

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

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

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

. the amount of revenue can be measured reliably;

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

. the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

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

Property, plant and equipment are stated in the consolidated
statement of financial position at cost less subsequent
accumulated depreciation and accumulated impairment losses,
if any.

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

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

Investment properties

Investment properties are properties held to earn rentals and/
or for capital appreciation.

Investment properties are initially measured at cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured at their fair
values. Gains or losses arising from changes in the fair value of
investment properties are included in profit or loss for the
period in which they arise.

An investment property is derecognised upon disposal or when
the investment property is permanently withdrawn from use or
no future economic benefits are expected from its disposals.
Any gain or loss arising on derecognition of the property
(calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included in
the profit or loss in the period in which the property is
derecognised.
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Leasing

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

The Group as leasee

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

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

Leasehold land and building

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

HE

REEZHRRBREREREMNM S
Z—UERBREEHREE LBBEE
EEAE ZEENGEERRER
E-HtBEZMINMEREHE -

A5 ] (E 5 AT A

REMEZNRDZERBEOF
HUNERESAE BRERIERR
RENKBRAEFEREERE
Z B 25 OB FE ©

VREHERKIEHSEE
BEREE®RIA -MEHDE
BULEREZERRERESRA
BIESNERRGUENKRERR -
EEHEEEZKBERNGEBRE-

XY B

g

I
=
A

HE L RIEF

HELTHWREFERERRE L1
REFHME  AEBAFGHERES
BOBEAEABENEKXE DR R
ROBRACEBEARERE
B AENASSER02BSRE
IREHE BRIFEEEMBLBA
REME AIRZBERT  BEME
ENoBERKEHE - LHE  RIE
HERE(BFBEM —REFENK
B) TAEK AR - R i k2
FROZEETOR  LHlBIAME
ERar T E O REFIMHH
HE R FEMmE -

45



46

Lee & Man Handbags Holding Limited 32 X F £ % @ 5 R 2 7]

For the year ended 31 December 2012 #Z2012F12 31 H L FE

Leasing (Continued)
Leasehold land and building (Continued)

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted for as
an operating lease is presented as “prepaid lease payments” in
the consolidated statement of financial position and is
amortised over the lease term on a straight-line basis except for
those that are classified and accounted for as investment
properties under the fair value model.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average method.
Net realisable value represents the estimated selling price for
inventories less all estimated costs of completion and costs
necessary to make the sale.

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme (the “MPF
scheme”) as required under the Hong Kong Mandatory
Provident Fund Schemes Ordinance and state-managed
retrement benefit schemes are recognised as an expense
when employees have rendered service entitling them to the
contributions.

For defined retirement benefit plans, the cost of providing
benefits is determined using the projected unit credit method,
with actuarial valuations being carried out at the end of the
reporting period. Actuarial gains and losses which exceed 10%
of the greater of the present value of the Group's defined
benefit obligations and the fair value of plan assets at the end
of the previous reporting period are amortised over the
expected average remaining working lives of the participating
employees. Past service cost is recognised immediately to the
extent that the benefits are already vested, and otherwise is
amortised on a straight-line basis over the average period until
the amended benefits become vested.
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Retirement benefit costs (Continued)

The retirement benefit assets recognised in the consolidated
statement of financial position represents the fair value of plan
assets as adjusted for unrecognised actuarial gains and losses,
and as reduced by the present value of the defined benefit
obligation. Any asset resulting from this calculation is limited to
unrecognised actuarial losses and past service cost, plus the
present value of available refunds and reductions in future
contributions to the plan.

Foreign currencies

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

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit or loss
for the period.
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Foreign currencies (continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are translated into the presentation currency of the
Group (i.e. Hong Kong dollars) using exchange rates prevailing
at the end of each reporting period. Income and expenses
items are translated at the average exchange rates for the year,
unless exchange rates fluctuate significantly during the period,
in which case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if any, are
recognised in other comprehensive income and accumulated
in equity (the translation reserve).

Borrowing costs

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

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

Taxation

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

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

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

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

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

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

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

For the purpose of measuring deferred tax for investment
properties that are measured using the fair value model, the
carrying amount of such properties are presumed to be
recovered entirely through sale, unless the presumption is
rebutted. The presumption is rebutted when the investment
property is depreciable and is held within a business model
whose objective is to consume substantially all of the economic
benefits embodied in the investment property over time. If the
presumption is rebutted, deferred tax for such investment
properties are measured in accordance with the above general
principles set out in HKAS 12 (i.e. based on the expected
manner as to how the properties will be recovered).

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

Financial instruments

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

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

The Group's financial assets are classified into one of the two
categories including loans and receivables and financial assets
at fair value through profit or loss (“FVTPL"). The classification
depends on the nature and purpose of the financial assets and
is determined at the time of initial recognition.

Effective interest method

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

Interest income is recognised on an effective interest basis for
debt instruments.

Loans and receivables

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

The Group's financial assets classified as financial assets at fair
value through profit or loss are derivatives that are not
designated as hedging instruments.

Financial assets at fair value through profit or loss are measured
at fair value, with changes in fair value arising from
remeasurement recognised directly in profit or loss in the
periods in which they arise.

Impairment of financial assets

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

For loans and receivables, objective evidence of impairment
could include:

. significant financial difficulty of the issuer or counterparty;
or

. breach of contract, such as default or delinquency in
interest and principal payments; or

. it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.
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Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets (continued)

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are in addition assessed for impairment on a
collective basis. Objective evidence of impairment for a portfolio
of receivables could include the Group's past experience of
collecting payments, an increase in the number of delayed
payments in the portfolio past the average credit period ranged
7 to 90 days and observable changes in national or local
economic conditions that correlate with default on receivables.

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

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

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

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

The Group's financial liabilities are classified into financial
liabilities at fair value through profit or loss and other financial
liabilities.

Effective interest method

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

Interest expense is recognised on an effective interest basis.
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Financial instruments (continued)

Financial liabilities and equity instruments (continued)

Financial liabilities at fair value through profit or loss

The Group's financial liabilities classified as financial liabilities at
fair value through profit or loss are derivatives that are not
designated as hedging instruments.

Financial liabilities at fair value through profit or loss are
measured at fair value, with changes in fair value arising from
remeasurement recognised directly in profit or loss in the
periods in which they arise.

Other financial liabilities

The Group's other financial liabilities mainly include trade and
other payables, amount due to a related company and bank
borrowings. They are subsequently measured at amortised cost,
using the effective interest method.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. Equity instruments issued by the Company are
recognised at the proceeds received, net of direct issue costs.
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Financial instruments (continued)
Derivative financial instruments

Derivatives are initially recognised at fair value at the date a
derivative contract is entered into and are subsequently
remeasured to their fair value at the end of the reporting
period. The resulting gain or loss is recognised in profit or loss
immediately.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity.

On derecognition of a financial asset, the difference between
the asset's carrying amount and the sum of the consideration
received and receivable is recognised in profit or loss.

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

Impairment losses on tangible assets

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

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

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

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

In the application of the Group’s accounting policies, which are
described in note 3, the directors of the Company are required
to make various estimates based on past experience and
expectations of the future and other information. The key
sources of estimation uncertainty at the end of the reporting
period that can significantly affect the carrying amounts of
assets recognised in the consolidated financial statements
within the next financial year are disclosed below.
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Impairment loss on trade receivables

The assessment of the impairment loss on trade receivables of
the Group is based on the evaluation of collectability and aging
analysis of accounts and on management's judgment. A
considerable amount of judgement is required in assessing the
ultimate realisation of these receivables, including the current
creditworthiness of each customer. If the financial conditions of
the Group's customers were to deteriorate, resulting in an
impairment of their ability to make payments, additional
allowances may be required. Impairment is made based on the
estimation of the future cash flow discounted at the original
effective rate to calculate the present value. As at 31 December
2012, the carrying value of trade receivables (net of impairment
loss) and bills receivables was approximately HK$109,469,000
(2011: approximately HK$177,171,000).

Write-down of inventories

Management reviews the inventories listing at the end of each
reporting period, and makes allowance for obsolete and slow-
moving inventory items identified that are no longer suitable for
use in operation. Allowance was made by reference to the
latest market value for those inventories identified. Where the
net realisable value is less than the cost, a material write down
may arise. As at 31 December 2012, the carrying amount of
inventories (net of allowances) was approximately
HK$106,656,000 (201 1: approximately HK$117,411,000).
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Income taxes

As at 31 December 2012, a deferred tax asset in relation to
unused tax losses of approximately HK$1,670,000 (2011:
approximately HK$30,890,000) was not recognised in the
consolidated statement of financial position due to the
unpredictability of future profit streams. The realisability of the
deferred tax asset mainly depends on whether sufficient future
profits or taxable temporary differences will be available in the
future. In cases where the expectation for future profit streams
changes, a recognition of deferred tax assets may arise, which
would be recognised in profit or loss for the period in which
such a recognition takes place.

Revenue represents revenue arising on the manufacture and
sale of handbags.

HKFRS 8 requires operating segments to be identified on the
basis of internal reports about components of the Group that
are regularly reviewed by the chief operating decision makers
("CODMs"), being the executive directors of the Company, in
order to allocate resources to segments and to assess their
performance. The CODMs review the Group's profit as a whole,
which is generated solely from the manufacture and sale of
handbags and determined in accordance with the Group's
accounting policies, for performance assessment. Therefore no
separate segment information is prepared by the Group.

The Group's operations are located in the United States of
America ("USA"), the Europe, Hong Kong and the People’s
Republic of China (the “PRC"). Sales to the largest customer
contributed to 22.6% (2011: 13.1%) of the Group's total
turnover.
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Revenue from customers from sales of handbags of the
corresponding years contributing over 10% of the total sales of
the Group are as follows:

Customer A BEFA
Customer B ®FB
Customer C BPC
* The corresponding revenue did not contribute over 10% of the

total sales of the Group

The Group's investment properties are located in Thailand. The
rest of the Group's non-current assets, other than defined
benefit assets and deferred tax assets, are located in the PRC.

The Group's revenue from external customers by geographical
location during the year is as follows:

Hong Kong BB

PRC &

USA PS

Canada mexX

The Netherlands frr

Italy BAA

The United Kingdom o)

Germany =

Other European countries H A BUM B K
South American countries BEEX
Other Asian countries H i Tm )l B =x

BEAEEREESTE10%8 FRIHE
ERF HEFEHEEKRADT :

2012 2011
HK$'000 HK$'000
TER TAT
210,415 N/A*
129,154 114,414
99,091 N/A*

& TAER KA T BEE A EH
A7 10% °

AEENREMEMRNTE - g
MIERBEE BRRAENZEEIN
PRI EE - AR E -

FRAAKERBINBEL ZWA
MBI D FITWT

Revenue from
external customers

REHMBEF KA

2012 2011
HK$'000 HK$'000
FTHERT FAT
34,394 28,132
24,219 32,084
336,568 368,867
9,701 46,122
41,246 53,969
248,913 97,238
39,149 43,566
27,474 27,036
47,669 52,438
32,762 40,933
90,821 83,430

932,916 873,815



Net exchange loss

Reversal of (impairment loss) recognised in
respect of trade receivables

Gain (loss) on fair value changes on derivative
financial instruments

Gain on disposal of property,
plant and equipment

The charge comprises:

Current tax:
Hong Kong Profits Tax
PRC Enterprise Income Tax
Other jurisdictions income tax

Under (over) provision in prior year
Hong Kong Profits Tax

Deferred tax (note 24):
Current year
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2012
HK$'000
FERT

(13,225)
175

123

278

(12,649)

2012
HK$'000
Fi#

9,430

24

9,456

333

256

10,045

2011
HK$'000
TET

(7,993)

(430)

(494)

186

(8,731)

2011
HK$'000
TAET

10,822
718
13

11,553

(686)
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Hong Kong

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

According to the 50:50 onshore/offshore arrangement
between the Group and the Inland Revenue Department in
Hong Kong, certain profit of the Group is not subject to tax.

PRC

Under the Law of the PRC on Enterprise Income Tax and
Implementation Regulation of the EIT Law, the tax rate of the
PRC subsidiary is 25% from 1 January 2008 onwards.

Other jurisdictions

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the relevant jurisdictions.
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Other jurisdictions (continued)

The charge for the year can be reconciled to the profit before
taxation per the consolidated statement of comprehensive

Htp R A E (F)

FARBRAXESRE2ENKER
RBR B AT AR RS

income as follows:

Profit before taxation

Tax at the domestic income tax rate
of 16.5%

Tax effect of expenses not deductible in
determining taxable profit

Tax effect of income not taxable in
determining taxable profit

Tax effect of tax losses not recognised

Tax effect of profit not subject to tax
under 50:50 arrangement

Utilisation of tax losses previously not
recognised

Effect of different tax rate of subsidiaries
operating in other jurisdictions

Under (over) provision for tax in prior year

Income tax expense for the year

Details of deferred taxation at the end of the reporting period
and during the year are set out in note 24.

2012 2011
HK$'000 HK$'000
FET FAET

FR 56 B A A 120,308 117,972
AR M AT 1S 35X 2K 16.5%

2 HBiIE 19,851 19,465
& T FE SR B 0 A B T A]

MMz BEwE 794 2,949
Ji)tl:_ﬁ u%fﬂ/ﬁnﬁj E‘J‘ﬂ/,\

RMPAZ TG E (73) (84)
AERHIBEBEZ

Hixge 31 83
#E5050% 5 B A

FER R A 2 R & (9,071) (10,801)
HHEBTAERLZ

I g B (1,831) (239)
H b RARERE A

BMEEE ¥E 11 238
BEFELR(ZR)

Z HIE 333 (686)
FAMBHEZ T 10,045 10,925
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EXEBRBERRERREREAZ

63



Lee & Man Handbags Holding Limited 32 X F £ % @ 5 R 2 7]

For the year ended 31 December 2012 #Z2012F12 31 H L FE

2012 2011
HK$'000 HK$'000
TERT FHET
Profit for the year has been arrived at FrmMNEMER GEA) -
after charging (crediting):
Directors’ emoluments (note 12) EEEHM (M 12) 2,856 1,532
Other staff costs H b B B AR 232,175 217,762
Retirement benefit schemes contributions RN ET B R
(excluding directors) (BEERBRIN 1,028 986
Total staff costs B TR AN 4258 236,059 220,280
Release of prepaid lease payments BHENHEHENRE 620 543
Auditors’ remuneration ZELRD B & 1,010 992
Cost of inventories recognised as expenses EERAR/IXENEES
(including reversal of write-down of A (BiEFERIE
inventories of HK$621,000 (2011: £ [81621,0007% 7T
write-down of inventories of HK$3,229,000)) (2011 : FEREHIHE
3,229,000% 7T)) 698,164 646,120
Depreciation of property, plant and equipment  #1% B L& & 2 T E 12,166 9,907

Interest income on bank balances SRITHR B W A (168) (231)
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2012 2011
HK$°000 HK$'000
THER FHET
Dividends recognised as distributions FRAEHERDIKZKE
during the year:
Final dividend of HK5 cents per share for HE2011F12H31H
the year ended 31 December 2011 IEFEREKRR
BFRR5 AL 41,250 -
Interim dividend of HK5 cents per share for ~ # Z£20124 12 A31H
the year ended 31 December 2012 IFFEHRHRER
FRR5 AL 41,250 -
Interim dividend of HK3 cents per share for 2 Z=20114 12 A31H 1k
the year ended 31 December 2011 FEBHREFRIBA - 24,750
82,500 24,750

A final dividend of HK5 cents per share in respect of the year
ended 31 December 2012 has been proposed by the directors
and is subject to approval by the Company's shareholders in
annual general meeting.

The calculation of the basic earnings per share is based on the
profit for the year of HK$110,263,000(2011:
HK$107,047,000) and 825,000,000 (2011: 825,000,000)
shares.

Diluted earnings per share is not presented because there were
no dilutive ordinary shares in issue during the years.

EFEDEBREHE2012%12
A31BLEEE 2 RARS TGRS B
il EEFARR ZBRERBEFEKR
2Lk

BERERXBANDERFE AR
110,263,000 7t (2011 :
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The emoluments paid or payable to each of the 7 (2011: 7) BT EN T76(2011 : 747) &
directors were as follows: = I N

Other emoluments

Ht &
Retirement Performance
Salaries benefit related
and other schemes incentive
Fees benefits contributions payments Total

ek RKER HitnR3R
e HMER at B ek &t
HK$'000  HK$'000 HK$'000 HK$'000  HK$'000
TET TART TAT TAET TART

Year ended 31.12.2012  EHZE2012&
12A31BLEE

Executive directors HITEE
Wai Siu Kee (Chief Executive) L3 (77548 #) - 1,170 - - 1,170
Kung Phong LLE 3] - 540 14 - 554
Lee Man Ching FXHE - 384 14 - 398
Poon Lai Ming EEHA - 360 14 - 374
Independent non-executive B FEHTTEE
directors
Heng Victor Ja Wei MK 4 120 - - - 120
So Wing Keung Bk R 120 - - - 120
Tsang Hin Man Terrence BX 120 - - - 120
360 2,454 42 - 2,856
Year ended 31.12.2011 BZE201145
RAZNBIEFE
Executive directors HITEZE
Wai Siu Kee (Chief Executive) &0 3 (77848 #) - 614 = - 614
Kung Phong B’ - 202 6 — 208
Lee Man Ching FX18 - 284 6 - 290
Poon Lai Ming B A - 189 6 - 195
Independent non-executive ~ B FEHTEE
directors
Heng Victor Ja Wei R 4 75 - - - 75
So Wing Keung # oK R 75 - - - 75
Tsang Hin Man Terrence B 75 - - - 75
225 1,289 18 = 1,532
Note: Performance related incentive payments were determined with ffat: B RBABRS DREARR
regards to individual performance. No directors waived any MEFE -HZE2012F 1283181+

emoluments during the year ended 31 December 2012. R UEEENETAME -
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Of the five individuals with the highest emoluments in the

Group, one (2011: one) was a director of the Company whose

emoluments are disclosed in note 12 above. The emoluments

of the remaining four (2011: four) individuals were as follows:

Salaries and other benefits
Contributions to retirement benefits schemes
Discretionary bonus payments

o hEAMEN
EARAE A IR

RERAESD

The emoluments were within the following band:

HKENil to HK$1,000,000

# % 1,000,000 7T

EAEESUREH

Mz AL

BIFIAL(2011 1) AAFESE -
HFMOH N EXHE12 MES
A (2011 4 B HFEMA T 2

e

2012
HK$'000
87
3,078

55
434

3,567

e FTIEE :

2012
Number of
employees

BE#E

4

2011
HK$'000
TET

3,118
48
373

3,539

2011
Number of
employees

BEHE

4

6/
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CosT

At 1 January 2011
Currency realignment
Additions

Disposals

At 31 December 2011
Currency realignment
Additions

Disposals

At 31 December 2012

DEPRECIATION

At 1 January 2011
Currency realignment
Provided for the year
Eliminated on disposals

At 31 December 2011
Currency realignment
Provided for the year
Eliminated on disposals

At 31 December 2012

NET BOOK VALUE
At 31 December 2012

At 31 December 2011

AR
M2011F1H1H
&

NE

&

R2011E12A831H
& A

NE

&

R2012F 12 A31H

wE
R2011FE1H1H
& 5
NEEFEEE

o 5 B Bl AR

MR2011F12A31H
&
NEEEE

o B Bl AR
R2012F 12 A31H

REFE
MR2012F 12 A31H

R2011F12A31H

’¥

HK$'000

T

97,051

97,051

58,725

4,853

63,578

4,852

68,430

28,621

33,473

For the year ended 31 December 2012 #Z2012F12 31 H L FE

Furniture,
fixtures
and

Buildings equipment

BB
kEE
HK$'000
FHET

26,653
10
1,825

(296)

28,192

8

513
(1,223)

27,490

20,849
3
1,966

(294)

22,524
2
2,102

(1,211)

23,417

4,073

5,668

Leasehold
improvements
HE

LES3
HK$'000
THET

18,225
14
3,778

22,017
6
6,457

28,480

11,666

793

12,459

1,129

13,588

14,892

9,558

Motor

Plant and

vehicles machinery

AE
HK$'000
FHET

7,029

173
(155)

7,047

961
(557)

7,451

6,348

371
(155)

6,564

373
(557)

6,380

1,071

483

BER
HEg
HK$'000
FHET

43,688

26

2,802
(1,200)

45316

44

4,836
(1,899)

48,297

37,249

3

1,924
(1,200)

37,976
10
3,710

(1,891)

39,805

8,492

7,340

Total

At
HK$'000
FHET

192,646

50

8,578
(1,651)

199,623

58

12,767
(3,679)

208,769

134,837
6
9,907
(1,649)

143,101

12

12,166
(3,659)

151,620

57,149

56,522

The above items of property, plant and equipment are
depreciated on a straight-line method at the following rates per

taimE BMERRBEEZINE
TIABEBORIE NI F R E

BFREEMERE 5%
B KERZB 20%
RE 25%
i 5 o i 28 20%

annum:

Buildings and leasehold improvements 5%
Furniture, fixtures and equipment 20%
Motor vehicles 25%
Plant and machinery 20%

The carrying values of the Group's property interests comprises
buildings on land under medium-term land use rights in the
PRC.

AEBEMEEaNBREAEEESD
BRAZEPH L ERE L
EmEgEY -
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The Group's prepaid lease payments comprise leasehold land

in the PRC under medium-term lease.

Analysed for reporting purposes as:

Non-current asset
Current asset

FAIR VALUE
At 1 January 2011
Currency realignment

At 31 December 2011
Currency realignment

At 31 December 2012

DIT2|MMT

FRBEE
MEEE

NSSE
R2011EFE1A1H
(R R
MR2011F12A31H
R

MR2012F12A31H

The fair value of the Group's investment properties at 31

December 2012 was arrived at on the basis of a valuation

carried out on that date by Thai Property Appraisal Lynn Philips

Co,, Ltd., an independent firm of professional property valuer,

on the basis of open market value in existing use, which was

approximated to the fair value as at 31 December 201 1.

AEBzRNEERBARERE

RRNZHHBEE T -

2012 2011

HK$'000 HK$'000

FERT FAT

23,935 24,573

617 394

24,552 24,967

HK$'000

FET

26,341
(1,259)

25,082

647

25,729

AEBURZTRH Z2EEY E#

S
@m 2 ~ F B R2012%12 A 31
H B E XY X ER - Thai
Property Appraisal Lynn Philips Co., Ltd,,
REREREBEZ A ARAMHEARE
EEM HRAFEE2011F12H
31EMEE -
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Raw materials
Work in progress
Finished goods

Trade receivables
Less: allowance for doubtful debts

Bills receivables
Prepayment and deposits

Other receivables

Total trade and other receivables

R ¥ ¥t
F R
LK A

FEUE 5 BR K
o RIEARERE

R R &

BRNREET®
H 1 & U R IA

EWE SR EAMKIBE 113,736

2012
HK$000
TER
42,033

35,329
29,294

106,656

2012
HK$'000
FET
83,981

(16)
83,965
25,504

109,469
3,145
1,122

2011
HK$'000
TAT
45,265

52,075
20,071

117,411

2011
HK$'000
FAT
132,184
(663)

131,521
45,650

177171
2,260
1,059

180,490
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The aged analysis of trade and bills receivables based on the
invoice date at the end of the reporting period is as follows:

Less than 30 days DR30K
31-60 days 31E60K
61-90 days 61 290K
Over 90 days 90K A k=

The following amounts of trade receivables, bills receivables
and other receivables are denominated in currencies other than
the functional currency of the relevant group entities.

Renminbi (“RMB") AR
HK dollars AT

Before accepting any new customer, the Group assesses the
potential customer's credit quality by investigating its historical
credit record and then defines its credit limit. The Group
generally allows its trade customers an average credit period
ranging from 7 to 90 days. During the year, the Group has
provided allowance for doubtful debts of HK$16,000 (2011:
HK$430,000) for certain receivables aged over 90 days.
Included in the Group’s trade receivable balances are debtors
with an aggregate carrying amount of HK$7,525,000 (2011:
HK$26,556,000) which were past due at the reporting date
but for which the Group has not provided for impairment loss.
There has not been a significant change in credit quality of the
relevant customers and the Group believes that the amounts
are still recoverable as there are continuing subsequent
settlement. The Group does not hold any collateral over these
balances.

EURERERBERHEHRLE
SRAMZEREDTAOT

2012 2011
HK$'000 HK$'000
TER TAT
59,138 89,902
32,261 49,037
17,471 31,341

599 6,891
109,469 177,171

ATEWE S RREREREM
Ji& W 3K IR 19 LA 4R B8 Sk (B {EE B2 A 1D
EEEREUIINEELR -

2012 2011
HK$'000 HK$'000
TR TAT
344 3,075
161 975
505 4,050

RENTAFEF NEBS
AACERTIZEELETHE
PrBEEEBERSEMATERE
ERE-AEE—RHETEIHR
FZBREHFEHATEOKR - RF
N AEBEERENEP 2 ER
HIERBBBOOREL RERE
4316,0007% 7T (2011 : 430,000 /%
JL) o PR 5 A BR ™ 8 497,525,000
77T (2011 : 26,556,00078 7T) HY) fE
KWESEREBRE  ARBERARP
PEEEERTESANEERE
HE AEBRAZSEREDNITK
B - R E B EERE -
EEWEEBEZAE 2 EAM -

a
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Aging of trade receivables which are past due but not

impaired

0-30 days
31-60 days
61-90 days
Over 90 days

Total

DLR30K
31E60K
61 290K
90K M +

At

Movement in the allowance for doubtful debts

Balance at beginning of the year

Impairment losses recognised on receivables
Amount written off as uncollectible

Amount recovered during the year

Balance at end of the year

F &

P& A2 B 5% B0 OBk 1B
Teed el 2 MR %R
FABKEZEE

FRER

BHMABRENERE S HER

BT

2012
HK$'000
TR
678
6,207

69
571

7,525

RERBEZ2EHOT

2012
HK$'000
FET
663
16
(a61)
(202)

16

2011
HK$'000
TAT
104
7,081
15,986
3,385

26,556

2011
HK$'000
TAT

233
430

663
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Current Non-current
= R
2012 2011 2012 2011
HK$ HK$ HK$ HK$
BT BT BT BIT
Derivative financial assets TTEESRMEE
Foreign currency forward contracts SN R HA & 49
(Note ) (K1 eEi) 434 — - —
Derivative financial liabilities TEEMER
Structured foreign currency forward %5 #1490 5 3= Hf
contract (Note ii) &89 (Kt atii) - — 455 -
Notes: Kt -
@iy  Foreign currency forward contracts i) HINEREIAY

AEEFAZIIERBELN  H
ANFESBERERIEHOT

The amount represents the fair value of foreign currency forward
contracts held by the Group with terms stated as follows:

/A

Notional amount Maturity Exchange rate
ERLH EIHH H@x
As at 31 December 2012 A20125612A831H USD vs RMB
EeHARY
Sell USD500,000 J500,0002 7T 9.1.2013 1:6.344
Sell USD500,000 J4500,0003 7T 19.2.2013 1:6.348
Sell USD500,000 J500,000Z 7T 11.3.2013 1:6.351
Sell USD500,000 J500,000Z 7T 9.4.2013 1:6.353
Sell USD500,000 J500,000Z 7T 9.5.2013 1:6.355
Sell USD500,000 J4500,0003 7T 10.6.2013 1:6.358
Sell USD500,000 J500,0003 7T 9.7.2013 1:6.360
Sell USD500,000 J500,000Z 7T 9.8.2013 1:6.362

73
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Lee & Man Handbags Holding Limited 32 X F £ % @ 5 R 2 7]

Notes: (continued)

(ii)

Structured foreign currency forward contract

At 31 December 2012, the notional amount of structured
foreign currency forward contract amounted to USD1,000,000
with 24 valuation dates from 3 January 2013 to 3 December
2014 with settlement dates from 7 January 2013 to 5
December 2014. The expiry date of the contract is 3 December
2014.

On each valuation date, if the USD/RMB spot rate with reference
to Reuters page CNHFIXO1 as determined by a pre-agreed
calculation agent (the “Spot Rate”) pursuant to the structured
foreign currency forward contract, is higher than a strike rate at
USD1:RMB6.5 (the “Strike Rate”), the Group will be obliged to
sell the notional amount of USD1,000,000 at the Strike Rate
and thus the Group may suffer a loss. If the Sport Rate is less
than the Strike Rate, the Group will receive a pre-determined
amount of RMB28,800.

As at December 2011, there were no derivative financial
instruments.

Mfat - (&)

(i)

BBUEINEERAD

B2012F 128318 @ & # 1% 5
i B & %8 4 & (8 /51,000,000
E 7T 248 E B F2013F1
A3H8 Z2014F 12838 £ &
BRI F2013F1 878 £2014
F12A5B -6 ERBBA
2014%F 12A3H °

RE—HER MEREEREME
SNERANBBERESER
B2EBRBEHCNHFIXO1 E BB T
WETH ARBENHIE K ([B1 8
EX])SRBHEEXRIZTLE A
R¥es AASERETIRRE
A [ % & 4 & (B 1,000,000
T MRS E A B IR EE - W
HAMERERBELHESR  AIAX
EEBEREAEECNESEAR
28,800 7T °

R2011TF 128 IEEAITES
BTHE-
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Bank balances and cash comprise cash held by the Group and
short term bank deposits with an original maturity of three
months or less. The deposits carry prevailing market interest
rates which range from 0.05% to 1.02% (2011: 0.05% to
0.86%) per annum.

The following amounts of bank and cash are denominated in
the foreign currencies other than the functional currency of the
relevant group entities.

Euro BX 7T
RMB ARHE
HK dollars BT

BRITEBRRASCBEAEERSE
ZEeREAXNABIMEA KL RIME
REBzRHRITER - ZZEFX
W F Y F B E0.05%ZF 1.02%
(2011 : 0.05% % 0.86%) 5t &. °

DA 817 RIE S 4 #419 LUAR B &
) B8 0 31 B 5 %5 LA 5 B 5 9 52
E‘EO

2012 2011
HK$°000 HK$'000
THET THET
298 128
6,924 14,406
25,060 15,502
32,282 30,036

75
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For the year ended 31 December 2012 #Z2012F12 31 H L FE

Trade and other payables principally comprise amounts
outstanding for trade purchases and ongoing costs. The average
credit period obtained for trade purchases is 7 to 60 days.

Included in trade and other payables are trade and bills
payables of HK$56,941,000 (2011: HK$70,494,000). The
aged analysis of trade and bills payables at the end of the
reporting period is as follows:

Less than 30 days DR3I0K
31-60 days 31260K
61-90 days 61 90K
Over 90 days 90K A k
Other payables H th & - 5K
Accrued salary FERT Er &
Accrued bonus & TEAL
Other accrued expenses H b fE {1 & A

The following amounts of trade and other payables are
denominated in currencies other than the functional currency
of the relevant group entities.

RMB AREE
HK dollars &I

ENESZREMRAETEZREE
SBEMFERXKAZ AT
H-BEHBE2FHREMATE
60K °

ERESREMREBEENZ
% X T 456,941,000/ JT (2011 :
70,494,000 7T) * ENE 5 FHIAR
MEMRZERSTAOT :

2012 2011
HK$'000 HK$'000
FERT TET
34,517 43,187
17,692 22,764
2,693 2,125
2,039 2,418
56,941 70,494
2,205 237
14,914 16,668
6,528 6,650
11,224 13,274
91,812 107,323

MTENEZERERREMRKIRY
PAHE R &= B (B B8 Y Th B8 & & LA S
MEBRLRK-

2012 2011
HK$'000 HK$'000
TER THET
17,162 33,893
37,951 30,277

55,113 64,170
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Capital Nation Investments Limited
("Capital Nation”)

Capital Nation is beneficially owned and controlled by Ms. Lee
Rosanna Man Lai who is the daughter of Mr. Lee, the controlling
shareholder of the Company's ultimate holding company, Full
Gold.

The amount is unsecured, non-interest bearing, repayable on
demand and aged within 60 days.

Bank loans RITIE R
Bank import loans RITAABRK
Analysed as: DA
Unsecured 1K

As at 31 December 2012, the Group had available banking
facilities of approximately HK$440,198,000 (2011:
HK$412,174,000) of which HK$50,000,000 (2011:
HK$106,305,000) was utilised.

2012 2011
HK$'000 HK$'000
TR TAT
311 629

Capital Nation 5 78 A 7] & £ = g A
AIFUll Gold Z R IR R F S &£ 2 &
REXBRXtTE=HESR -

ERARBERERR THE FTE
EREE KRR BE0KRA

2012 2011
HK$'000 HK$'000
FTEx TR
50,000 50,000
- 56,305
50,000 106,305
50,000 106,305

R2012F 12A31H A& EA A
2 R 17 4% A 18 B % #9440,198,000
7T (2011 : 412,17400058 7T) - H b
50,000,000 7T (2011 : 106,305,000
BT ERENA -

7’
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All of the Group's borrowings are variable rate borrowings as at 20124 K2011F12H318 - K
31 December 2012 and 2011. SEMEEFARTEEMEN
The ranges of effective interest rates per annum on the Group's AEBEBRZERFMNEEHE N
borrowings are as follows: T
2012 2011
Effective interest rate: BN = 1.25% to 2.25% over 0.8% to 1.25% over
Variable-rate borrowings FRER HIBOR or LIBOR HIBOR or LIBOR
ERIRA EE S
GE 3773\ [ 2 4 2
The following amounts of bank borrowings are denominated in REBKRENEEERIEER
currencies other than the functional currency of the relevant FIMESN RITIERZFIAT :
group entities.
2012 2011
HK$'000 HK$'000
FET THETT

HK dollars BT 50,000 97,421
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The following are the major deferred tax liabilities and assets FEERBERSHECER
recognised and movement thereon during the current and prior TE2EREHBRABEREERAE
reporting periods. By o
Accelerated
(accounting)
tax
depreciation
I8
REHE
HK$'000
FHET
At 1 January 2011 M2011F1H1H (42)
Charge to profit or loss FTAER 58
At 31 December 2011 2011412 H31H 16
Charge to profit or loss SFAER 256
At 31 December 2012 R20129F12A31H 272
The following is the analysis of the deferred tax balances for ERMBER BETERBLHRD I
financial reporting purposes: U
2012 2011
HK$'000 HK$'000
TET FET
Deferred tax liabilities BEERIE A G 281 519
Deferred tax assets EIETIRE E (9) (503)

272 16

79
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At the end of the reporting period, the Group had unutilised tax
losses of HK$1,670,000 (201 1: HK$30,890,000) available to
offset against future profits. Unused tax losses of
HK$18,311,000 (at the time of deregistration) was related to a
subsidiary which was deregistered during the year. Tax losses of
HK$1,670,000 (2011: HK$30,890,000) may be carried
forward indefinitely.

Under the EIT Law of the PRC, withholding tax is imposed on
dividends declared in respect of profits earned by the PRC
subsidiaries from 1 January 2008 onwards. Deferred taxation
has not been provided for in the consolidated financial
statements in respect of temporary differences attributable to
accumulated profits of the PRC subsidiary amounting to
HK$2,634,000 (201 1: HK$2,563,000) as the Group is able to
control the timing of the reversal of the temporary differences
and it is probable that the temporary differences will not
reverse in the foreseeable future.

Ordinary shares of HK$0.10 each:

Authorised: EE
At 4 January 2011 (date of R20114E1 48 (ARIK
incorporation) (note (7)) BEH) (Bt a2 @)
Increase in authorised share capital HINETEE R
(note (i) (B 5% (ii))

At 31 December 2011 and

31 December 2012 2012F12A31H

BREECI BT EAMK

R2011E12A31B &

RBEBRR AEEHAKREHRE
ARAEERMARIBEEN 2B
IE & 18 51,670,000 7T (2011 ¢
30,890,000/% JT.) ° #i 18 & 18 7] &R
HY 45 82 - T 1A 5 181,670,000 7% JT
(2011 : 30,890,000/ 7T ) 2 A % R
Hi 4t eg o

BiIEFEAREMBERERSH
% 62008 F 1B 1R R IR A
MEBARIEIR 2K EHTFEHMNE
RETEH - B AN 5 B B 5015 HI 5
BT EEEONE BREEE
R REREA g T &AW
NER G BT R R 3 A B FE G B
BAWB QB MES R &M%
2,634,000/ 7T (2011 : 2,563,000 %
TT)OMERMEHETREEHIBE
=K

Issued and fully paid: BITRER
At 4 January 2011 (date of 201151 A48 (REIKL
incorporation)(note (iii) and (iv)) B 8R) (K1 72 (i) X (iv))

Issue of shares (note (iv))

At 31 December 2011 and
31 December 2012

BT (B3 (iv))

MR2011E12A31B K
2012F 12 A31H

Number of
ordinary
shares Amount
ZEROEE ok
HK$'000
FET
1,000,000 100
4,999,000,000 499,900
5,000,000,000 500,000
100,000 10
824,900,000 82,490
825,000,000 82,500
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Notes:

(i)  The Company was incorporated on 4 January 2011 with an
authorised share capital of HK$100,000 divided into 1,000,000
ordinary shares of HK$0.1 each.

(i) Pursuant to a shareholder resolution passed on 18 May 2011,
the authorised share capital of the Company was increased from
HK$100,000 to HK$500,000,000 by the creation of
4,999,000,000 new ordinary shares of HK$0.1 each.

(i)  On 4 January 2011, a total of 100,000 ordinary shares of
HK$0.1 each in the Company were issued to Lee & Man
Chemical Company Limited (“LM"), the former parent of the
Company, at nil-paid.

(iv)  Pursuant to the group reorganisation on 18 May 2011, the
Company acquired the entire issued share capital of LM
Development by (a) issuing 824,900,000 ordinary shares of
HK$0.1 each to LM and (b) crediting as fully paid the 100,000
ordinary shares of HK$0.1 each in the Company then held by
LM.

The share option scheme of the Company (the “Scheme”) was
adopted pursuant to a resolution passed on 18 May 2011 for
the purpose of providing incentives to directors and eligible
persons. The Scheme will remain in force for a period of 10
years from adoption of such scheme and will expire on 17 May
2021.

M EE

®

(i)

(iil)

)

ZINE/N

QB R2011F1 A48 s
3 VA TE B AR B 100,000 T 0 2
/1,000,000 % & B% E B0.17%5 7T
BB AR o

BER2011F5 180 BB A K
RORFHE ARAMETRAE
1 2% 4,999,000,000 % = BX EI 1B 0.1
LR FTE @AY - B 100,000 7T
# % 500,000,000 Tt °

R2011FE1848  BEX{LITER
AR(EX]) BXEHRTAR
A& 100,000 & i EE0.1 7%
TCRIRBRARE BAR -

MW2011 58180 R B =
B APRREZEQME X ET
824,900,000 % & f& ® {H0.17%8 7T
Y 38 A% & (b) #5 IR U & B T A
79 78 /A 7] 100,000 % & A% ™ fE0.1
BILTHLBERARIAHE B
ABXEREIDHFITRA

AR —ER2011F5H18

HEREBAZAZER DERMABRE
EI([aTED) UBBESRABEA
T B RMNEBIOERER X
2021 F5 8178 EM °
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Under the Scheme, the board of directors of the Company
could at their discretion grant options to (i) any director,
employee or consultant of the Company or a company in
which the Company holds an equity interest or a subsidiary of
such company (“Affiliate”); or (i) any discretionary trust whose
discretionary objects include any director, employee or
consultant of the Company or an Affiliate; or (i) a company
beneficially owned by any director, employee or consultant of
the Company or an Affiliate; or (iv) any customer, supplier or
adviser as may be determined by the directors of the Company
from time to time to subscribe for the shares of the Company.

Options granted must be taken up within 21 days of the date
of grant. The maximum number of shares of the Company in
respect of which options might be granted under the Scheme
shall not exceed 10% of the issued share capital of the
Company any point in time. The maximum number of the
shares of the Company in respect of which options might be
granted to any individual in any 12-month period shall not
exceed 1% of the shares of the Company in issue on the last
date of such 12-month period unless approval of the
shareholders of the Company was obtained in accordance with
the Listing Rules on the Stock Exchange.

Options may be exercised during such period (including the
minimum period, if any, for which an option must be held
before it could be exercised) as may be determined by the
directors of the Company (which shall be less than ten years
from the date of issue of the relevant option). Options may be
granted without initial payment. The exercise price was equal to
the highest of (i) nominal value of the shares of the Company; (ii)
the closing price per share as stated in the Stock Exchange's
daily quotations sheets on the date of the grant of the options;
and (iii) the average closing price per share as stated in the
Stock Exchange’s daily quotations sheets for the five business
days immediately preceding the date of the grant of the
options.

No share options were granted since the adoption.

REFE ARREFSTES
gNARBEROAEE NEBEHE
ERAERZ ARAHZ R EZM
BRrAI(MBAR]) ZEMNES
BEHER: HMXBABELE
B EMBARZEMNES EB
KB 2 T 2REF i)A
AEFBFEBB AR ZEMNES
BEEXBHEAERBEAZIAA: %
(VEEZFERTRRE ZEME
P HERERXTBRENLR
BARRKD -

ERTZBERECARERARE
A2V RAEM - BREREE IR
2 BREmR S R 2 RDEE &
TR EsEs I T EBEBARALRE
BITIRAR Z10% ° BRIEAR IR LT AR
AIES AR BBIRELE - B RIRME
1218 A B & T E A E R A £
ZEREzESERNEE T8
BRZREAREZ&ZE BB
BATHAD Z 1% °

BREIREFEETZABRY
B(ZHMESHETABRBRER
FHI0FE A W BEBAER T1TE
RIGAREZRERR(WWA) R
171 - R A R B AER VI
RZBERTRY - YRR Tl =18
hZEREERITEEROBNZ
HME : (ORI L EREE BB
R BEMERANZERKS
B Rk R B RH B H A
SEXZAEBMIXMAZEARER
Aol 2 PR T E -

BR®AE  WEREBASRHE
P HE o
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The Group as lessee EERABEA
2012 2011
HK$'000 HK$'000
TER FHET
Minimum lease payments paid under SR AN A EMELLHELY
operating leases in respect of office ZREHEEMNK
premises during the year 2,052 1,687
At the end of the reporting period, the Group had commitments NIBEHAFR  REBE G A 4K
for future minimum lease payments under non-cancellable B Y Rk aEES N AR
operating leases which fall due as follows: mr
2012 2011
HK$000 HK$'000
THERT FET
Within one year —FR 2,112 1,065
In the second to fifth year inclusive REZZEFRFR 105 333
2,217 1,398

Operating lease payments represent rentals for the Company's
office. The lease is for a term of two years and rental is fixed
throughout the lease period.

Capital expenditure contracted for but 2 5T 4918 R 1A BF 75 3R & A = A
ZERUEXHARBEME -

not provided in the consolidated
financial statements in respect = & a& 1
of the acquisition of property,

plant and equipment

CERENREARARBAEY
Mo MEZFHURHARE &
STIRBBREGENZ ETHER
B o

2012 2011
HK$'000 HK$'000
THET FAT
- 793
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Defined benefit scheme

The Group is a member of a defined benefit scheme which
was open to qualified employees of the Group's subsidiaries. In
December 2000, all the then existing members of the defined
benefit scheme were enrolled into the MPF Scheme and their
accrued benefits for the past services under the defined benefit
scheme were frozen as at 30 November 2000. The defined
benefit scheme was closed to new employees from December
2000 onwards.

Under the defined benefit scheme, employees are entitled to
retirement benefits varying between 0 and 100% of their salary
as at 30 November 2000 multiplied by the pensionable service
up to 30 November 2000 on attainment of a retirement age of
55. No other post-retirement benefits are provided.

The most recent actuarial valuation of the plan assets and the
present value of the defined benefit obligation was carried out
as at 31 December 2012 by HSBC Life (International) Limited.
The present value of the defined benefit obligation, the related
current service cost and past service cost were measured using
the projected unit credit method.

FE R &5 5 &

REBR—BATEAEFE 2K
B ZitdlEREBERFICEER
BB MR > B2000F 12 A » REF
mETEERZBXEBEERLM
ABEEFTE - ERREF=sT2El
T AR 2 21 F &= 2 72000
F1 A 0RWRE - REF =5
B JNEE2000F 12 B R TN BESH
EEMA -

BEAEMNRTTE - EERFESS
BRIR VR Z BR B AT YL ER 2 iR KA I
T E R E 2000511 A308 2
M Z0%=100% 5 - I 3 LAEL
Z2000F 11 A30H L 2 EFTE R
Ke2REFE - NEEIW RIS
H R R & & F o

EEERAEN=AERAEAZ
RO HBETEIHEE ASR
Br (B ER) B R AR HR2012F 12 A
JNAELTE REFEZAER
B - 18R 2 B RSP A & B 1 AR
RN Y 5% F 7B fh B8 6 B &5 5 AT

= o
A
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Defined benefit scheme (continued)

The main actuarial assumptions used were as follows:

Expected return on plan assets 8B EREE &R
The overall expected rate of return is a weighted average of the
expected returns of the various categories of plan assets held.
The directors’ assessment of the expected return is based on
historical return trends and analysis predictions of the market
for the asset in the next twelve months.

The actuarial valuation shows that the market value of plan
assets at 31 December 2012 was HK$9,699,000 (2011:
HK$9,237,000) and that the actuarial value of these assets
represented 1519 (2011: 1449%) of the benefits that were
accrued to members. The surplus at 31 December 2012 of
HK$3,271,000 (2011: HK$2,809,000) is to be cleared over
the estimated remaining service period of the current
membership of 6 years (2011: 7 years)

The credit recognised in other income in respect of the defined
benefit scheme is as follows:

Expected return on plan assets 5T 81 & 2 78 HA [0 ¥R

FREF =5 & (&)

PIRAZ EEREMRERLT

2012 2011

Per annum Per annum
FxR R

2.5% 3.0%

ERCERBEORXTDFEAEZTE
BRIFEEERY @R 2 NEF
B-BEHHEHREMBABDHER
NER R RTIHHEERNK
TZEA A -

BENMBRETEEEN2012F
12A31H 2™ {& 49,699,000/ T
(2011 : 9,237,000 7T) * Mz %E+*

EZHEEAEDHEERTERE
JEBFIZE 2 151% (2011 : 144%) °
R2012F 128318 2 & & A
3,271,000 7T (2011 : 2,809,000 7%
)RR EEENF (2011 £
F)HAFBRREFHAANLEE o

EiHRAE2HEKERAMAEMS
AEIEmRZWAMT

2012 2011
HK$'000 HK$'000
THET FAT

(277) (278)

85



86

Lee & Man Handbags Holding Limited 32 X F £ % @ 5 R 2 7]

For the year ended 31 December 2012 #Z2012F12 31 H L FE

Defined benefit scheme (continued)

The amount included in the consolidated statement of financial
position arising from the Group's obligation in respect of its
defined benefit retirement benefit plan is as follows:

Present value of funded defined R F 25 A HE IR
benefit obligations ZHME

Fair value of plan assets FEIEECATEA

Net actuarial losses not recognised RERZIBEEE

Defined benefit asset REFZFEE

Movements in the present value of the funded defined benefit
obligations in the current year were as follows:

Opening balance H ) & 8
Benefit paid EENEIIE
Actuarial gains BE WA

Closing balance HAR 4 61

FRE R &3 5 & (8)

BEIAZEMBMRAKRFTAEE
R FE M 25 R K48 A RF 8 2 AR

FELZHBWT :

2012
HK$000
TER

6,428

(9,699)

(3.271)
(1,822)

(5,093)

2011
HK$'000
TAET

6,428
(9,237)

(2,809)
(2,007)

(4,816)

FAREMSAEREZHOT

2012
HK$'000
TER
6,428

6,428

2011
HK$'000
TAET

7,480
(920)
(132)

6,428
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Defined benefit scheme (continued)

Movements in the fair value of the plan assets in the current
year were as follows:

H 1) 4 5
FHEIEEEHE K

Opening balance
Expected return on plan assets

Benefit paid EENFLES
Actuarial gains BE W
Closing balance HIR &8

The major categories of plan assets at the end of the reporting
period are as follows:

Debt instruments
Cash

& R
(SRS

The plan assets do not include any equity shares in the
Company or property held by the Group.

FREF =5 & (&)

FAFEEEATFEEZFHAOT :

2012
HK$'000
TERT
9,237
277

185

9,699

2011
HK$'000
TAET

9,705
278
(920)

174

9,237

AEBECEEDHERREHK

=X N

Fair value of plan assets

SREEZAFE
2012 2011
HK$'000 HK$'000
TR THET
9,602 8,222
97 1,015
9,699 9,237

AEBEECAFEELERS AN
RAZEARERAKERE 2

/e
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Defined benefit scheme (continued)

The history of experience adjustments is as follows: B

Present value of defined
benefit obligations
Fair value of plan assets

Surplus
Actuarial gains on
plan liabilities

Actuarial gains on plan assets

Defined contribution scheme

The Group also operates the MPF Scheme for all qualifying
employees. The assets of the scheme are held separately from
those of the Group, in funds under the control of trustees. The
Group contributes monthly the lower of HK$1,000 (up to 31
May 2012) and HK$1,250 (starting from 1 June 2012) or 5%
of the relevant monthly payroll costs to the MPF Scheme, which
contribution is matched by employees. The employees of the
Group's subsidiaries in the PRC are members of a state-
managed retirement benefit scheme operated by the
government of the PRC. The Group is required to contribute
certain percentage of payroll costs to the retirement benefit
scheme to fund the benefits. The only obligation of the Group
with respect to the retirement benefit scheme is to make the

specified contributions.

FRE R &3 5 & (8)

13

AEBERIT

2012 2011 2010 2009 2008
HK$'000 HK$000 HK$000 HK$000 HK$'000
TExX THET TET TAET TERX

FLIE &R
AERME 6,428 6,428 7,480 8,194 8,571
FEIEECATE (9,699) (9,237) (9,705) (9,936) (10,403)
beh 23 (3.271)  (2,809) (2,225) (1,742) (1,832)
TEABREEE

- 132 — - 1,383
FEIEERE NS (185) (174) (195) (84) (98)

_‘t

REMKTE

REBRFMABAERMNEBRT
—IERESE - & ECEESR
REBzEESRABE  THIH
AZEHl e AEBERAES T HK
1,000 7t (B 2012658318 1b)
} 1,250/ ;t(H2012F6 418
W)REAE A HB AR Z5% (B
BEEARE) MEB ZHMRLE
HE - AEBzHBEHEB AR ZIE
EXHATEBFEREZBERK
BRFEIZKE  ZEPRENBER
RARFHASIZETaE LA
RABRFEERT ~EBHEH
RABANAE2ETRELERE

ZHK



Save as the balance with a related party as disclosed in note
22, the group had related party transactions during the year as

follows:

reorganisation in June 2011, these two companies and the
companies comprising the Group at that time were both

subsidiaries of LM.
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T

BRETRE22 T IR BB R E T B RS0 K
SERFAMETZIAER S W

Name of related party  Relationship Nature of transactions 2012 2011
HK$'000 HK$'000
BES A8 BELER REME THET TET
Lee & Man (International) A company beneficialy ~ Management fee income 16 —
Investment Limited owned and controlled received
by Mr. Lee (note)
B (BER)®RE HERAEBERBEER EBEHRERE
BERAQA 2 A (K ar)
Lee & Man Chemical A company beneficialy ~ Management fee income - 8
(H. K)) Limited owned and controlled received
by Mr. Lee (note)
B I (FH) HERAEBEREER EBEKRERE
BERADQA 2o AN
Capital Nation A company beneficially ~ Corrugated cardboard and 1,991 3,425
owned and controlled carton boxes purchased
by Ms. Lee
Rosanna Man Lai,
a daughter of Mr. Lee
HEREZLR BB MBS AR R 4k Aa
FNERTER
A RES 2z AR
Lee & Man Realty A company beneficially  Licence fee paid 1,943 1,555
Investment Limited owned and controlled
by Mr. Lee
BXEXFRAF HEEEERER ENERESR
&k AN
Note: The companies are the subsidiaries of LM. Before the it BX(BEER)EREBRAAREX

IET(BB)ERARAEBXZH
B AT R2011568 EHA

Z_HARAREMAKRERKER
AIRBREREBEXZHMBRF -
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The remuneration of directors and other members of key
management during the year was as follows:

Short-term employee benefits RHE TR
Post-employment benefits RIKEIEF

During the year, purchases of property, plant and equipment of
HK$1,738,000 (2011: HK$1,094,000), were settled through
transfer of deposits paid.

EEZREAMEIEEEEKRERNF
NZMEaT :

2012 2011
HK$'000 HK$'000
FET FET
6,885 5,783
110 91
6,995 5,874

FRN-BEDE BELEEZHE
% B 41,738,000 5L (2011 & -
1,094,000 7)) EHAFENE
FIREA -



Particulars of the Company's subsidiaries at 31 December
2012 and 2011 are as follows:
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AR AIH B R A R20124F K2011
FNAZIEBZHBOT :

Issued and fully
paid share capital/

Attributable equity
interest held by

incorporation/
Name of company establishment
BB R B,
NS SRR L
Directly owned
HEER
Lee & Man Development BVI
Company Limited 15 September 1992
BYERARAR REERRHS
19924F9 3 15H
Indirectly owned
BiEEs
Lee & Man Company Limited Hong Kong
BXFITRRAA 21 November 1978
9
1978511 H21H
Lee & Man Handbag Hong Kong

Manufacturing Company 20 August 1976
Limited B8
BEXFREARAT 197648 520H

Well Known Associates Limited BVI
2 August 2001
HEER RS
200148 H2H

Catini Bags, Inc” USA
25 September 2001
xE
200149H25H

Catini Bags (Hong Kong) Limited Hong Kong
7 November 2001
Eo
2001411 A7H

registered capital the Group Principal activities
BRTRBERE  AEmBE>
& PN 5 TEEK
2012 2011

Ordinary US$90 100% 100% Investment holding
ER90FETT REER
Ordinary 100% 100% Manufacture and

HK$ 1,000,000 sale of handbags
AR 1,000,000/ 7T SLERHETFR
Non-voting deferred

HK$1,000,000
EREERTERD

1,000,000/ 7T
Ordinary 100% 100% Manufacture and

HK$10,000 sale of handbags
L3®BA%10,000% 7T SUERHETFR
Non-voting deferred

HK$500,000
ERERRETR Y

500,000/ 7T
Ordinary US$1 100% 100%  Investment holding
TmR1ET REZR
Ordinary US$1,000 - 100% Trading of handbags
LAk 1,000% T FRE
Ordinary HK$2 100% 100% Dormant
EmR2E T TNERAT]
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o

Place and date of Issued and fully  Attributable equity
incorporation/ paid share capital/ interest held by
Name of company establishment registered capital the Group Principal activities
R B R A, ERTRMERE AEEFEZ
NCIEE: AR 32 A& A FEfh R4 FTEEK
2012 2011
Lee & Man Management Hong Kong Ordinary HK$2 100% 100%  Provision of
Company Limited 24 November 1992  Ei@R27%E T management
BYEBRARAT B and administration
199211 H24H services
REE R RITBR
Lee & Man Luggage Hong Kong Ordinary HK$2 100% 100% Dormant
Manufacturing Company 25 June 1992 TmiR2E T NEBAT]
Limited o
BYIRITEAR AR 199246 A25H
Lee & Man Handbag Thailand Ordinary 100% 100%  Property holding in
(Thailand) Company Limited 11 November 1997 Baht 30,000,000 Thailand
Z=E R RERRFEME
19976 11R11H 30,000,0005#k
Lee Wai Handbag Hong Kong Ordinary HK$1 100% 100% Investment holding
Manufacturing Company 23 March 2009 TR BT REER
Limited B
TEFRBERAR 200943 H23H
Dongguan Lee Wai Handbag PRC Registered 100% 100% Manufacture and
Co. Ltd" (Note) 25 September 2009 and paid-in capital sale of handbags
REMNEFRERAQF HhEE ARME HK$6,000,000 SENMHEETR
(TR=FELD (A1) 20099258 M EERER
6,000,000/ 7T
Deluxe Handbag Manufacturing ~ Hong Kong Ordinary HK$1 100% 100% Investment holding
Company Limited 22 February 2011 TmR1ET REER
FRFRBARAT 9
20114724224
Dongguan Deluxe Handbag PRC Paid-in capital 100% — Manufacture and
Manufacturing Limited” (Note) 11 January 2012 HK$1,000,000 sale of handbags
REERFRERAA I ARHAME BWER SENHEFR
(MRZLER]) (K i) 20121 A11H 1,000,000 7T

* O ERES
b OZRARAFE Y o

* For identification purposes only.
* This company was deregistered during the year.

Mg REMNERREESREZNING
BE®EREM -

Note: The companies are registered in the form of wholly-owned
foreign investment enterprises.
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The deferred shares of the above entities practically carry no
rights to participate in profits or surplus assets or to receive
notice of or to attend or vote at any general meeting of the
respective companies or to participate in any distribution on
winding up.

None of the subsidiaries had any debt securities outstanding at
the end of the year, or at any time during the year.

The Group manages its capital to ensure the entities in the
Group will be able to continue as a going concemn while
maximising the return to shareholders through the optimisation
of the debt and equity balance. The Group's overall strategy
remains unchanged from prior year.

The capital structure of the Group consists of net debt, which
includes the bank borrowings disclosed in note 23, net of bank
balances and cash, and equity attributable to owners of the
Company, comprising issued share capital and various reserves.

The directors of the Company review the capital structure
periodically. As part of this review, the directors consider the
cost of capital and the risks associated with each class of
capital. Based on recommendations of the directors, the Group
will balance its overall capital structure through the payment of
dividends, new share issues as well as issue of new debts.

i FE R 1 3 4 R A 2 B ) R O A
XBHREEXRREBERBAAIE
AERRREZBEREFEAG L
RELREXZEBTRZEMD
K °

BB~ B F AR B ] B
BEEAAERD 2 EHES -

AEEETEAER  ABRAE
TS E R
5 3B M AL 75 B MR AN 4 4 F
BB RERS A - AEEHEE
HWEE FFERETE -

AEENEAGRERFAEFH
REME23FEHBRRITER K
ReROBRITET) RARRER
FHEABREEDZ(BIERTRA
KEBER) -

AREAEERFBEEERHNER
RE-ERREBHNNEY EF
EEBEAKRARZBEARNME
MRER REESNERE A5H
# B BRI BITH AR R BT
MENATEEERERRE-
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34a.

34b.

Lee & Man Handbags Holding Limited 32 X F £ % @ 5 R 2 7]

Categories of financial instruments

Financial assets 2HEE
Loans and receivables B R W R IE
(including cash and (BREREE R
cash equivalents) ReFEMBEIER)
Derivative financial instruments MESMIA
Financial liabilities TEEE
Financial liabilities at amortised cost REBEK TN EREAE
Derivative financial instruments MESBRIE

Financial risk management objectives and policies

The Group’s major financial instruments include trade
and other receivables, bank balances, trade and other
payables, derivative financial instruments, amount due to
a related company and bank borrowings. Details of these
financial instruments are disclosed in respective notes.
The risks associated with these financial instruments
include market risk (currency risk and interest rate risk),
credit risk and liquidity risk. The policies on how to
mitigate these risks are set out below. The management
manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and
effective manner.

34a.

34b.

SMIEZER

2012 2011
HK$'000 HK$'000
TERT TAET
190,593 232,651
434 -
109,457 177,665
455 -

MERABERERAERBE

AEEBEZFESR I AR
%ﬁ%“%&ﬁ@ B iR
m% FERE 5 Rk H MK
B fTESmT A ENRE
NAIFRBERBITER - ZF
R TEFFIBRMEEMN TR
BEo-Z2Z4rm T EEER
e EmSAREERRR
MERR)  EERB KR
B &R T E T (B
BZERBR BK - BEE
EBREEZER *M%
RBREBEREAERMERNEE 2

& B o
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34b. Financial risk management objectives and policies

(continued)

Market risk

®

Currency risk

The Group mainly operates in Hong Kong and the
PRC and the exposure in exchange rate risks mainly
arises from fluctuations of foreign currencies,
including Euro, HK dollars and RMB against the
functional currency of the relevant group entities.
Material transactions and balances that are not
denominated in the functional currency of the
relevant entities give rise to foreign currency
exposure as follows:

(i) Euro — in terms of revenue and bank
balances

(i) HK dollars and RMB — in terms of expenses,
bank balances, capital expenditure and bank
borrowings

Exchange rate fluctuations and market trend have
always been the concern of the Group. As HK
dollars are linked with US dollars, the Group does
not have material exchange risk on this currency
pair.

34b. B EAMEE B EREE (&)

4% kg

() EFEERkE
AEBTERFERT
BEEXM ELRER
NS H K B AR

Ve BB [E XX B PR
EEf BERT - B
MARBEE - AINE T
B HEEELRELR
B E AR H N AR
T

() BT-REEWRA

iy BETRARE-R
ER RIT&EH
BEAMXH RRT

f&

REE B — [ B E [ XK
BLRMEBE - mRE
TTEEXTHE AEH
RZEB LI EBEARNR
| By o
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34b. Financial risk management objectives and policies
(continued)

Market risk (continued)

®

Currency risk (continued)

Non-derivative foreign currency monetary assets
and monetary liabilities

At the end of the reporting period, the carrying
amount of the Group's monetary assets and
monetary liabilities (excluding those in HK dollars
for entities with US dollars as functional currency)
denominated in currencies other than the
functional currency of the relevant group entities
are as follows:

Monetary assets EWEE
Euro BT
RVB ARE
Monetary liabilities E¥EaE
RVB ARE

Sensitivity analysis

The following table details the Group's sensitivity to
a 5% (2011: 5%) increase and decrease in the
functional currency of the relevant group entities
against the above foreign currencies. 5% (2011: 5%)
is the sensitivity rate used when reporting foreign
currency risk and represents management's
assessment of the reasonably possible change in
foreign exchange rates.

34b. K EMEE B BEREEK (H)

4% B ()
() EEREE)

FEMENEEREER
E¥aE

RBEBMR AEERK
ENEHEERBNEESR
JESNc EREERE
E(AE S E M E D
EEBAEXESZERKR
Sh) - HREREELT ¢

2012 2011
HK$'000 HK$'000
TR TAT
298 128
7,268 17,481
17,582 33,893
BAE DT

TRFAFMAEEELFH
EEERBRERR
L BEMNEEFART
(%59 (2011 : 5%) H) &
R & 2 500 (2011 : 5%) A
HAFETEEHEABE
AN R B B K AR Y B
RELE REEEM
HSMNISTE R @& 18 AJ gE
B EH BT {4 o
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34b. Financial risk management objectives and policies 34b. K E R EE B Z K BUR ()
(continued)

Market risk (continued)

®

Currency risk (continued)

Sensitivity analysis (continued)

4% B ()
() EERREE)

RS (B)

The sensitivity analysis includes only outstanding FRESNMERBEER
foreign currency denominated monetary items NINBHENRENE
other than those denominated in HK dollars but WIEBCERLENR
held by entities whose functional currency is US BN EEERIN) - HIiE
dollars because HK dollars are linked to US dollars. BEEAEETL BEARBT
A strengthening of the above foreign currencies HE TR - B ot sh
against the functional currency of the relevant BEREEHREEERN
group entities would give rise to the following e BB R ¥
impact to post-tax profit for the year and vice versa. RN F E B B A& 5 A
WRATEE  R2TF
2012 2011
HK$'000 HK$'000
FERT FHET
Monetary assets and liabilities: EMEERARE
Increase (decrease) FERBRTERFIE N
on post-tax profit for the year ()
— Euro — BT 12 6
— RMB — AR (431) (821)

Sy
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34b. Financial risk management objectives and policies
(continued)

Market risk (continued)

®

Currency risk (continued)
Derivative financial instruments

During the year, the Group has entered into several
foreign currency forward contracts and a structured
foreign currency forward contract with banks to
reduce its exposure to currency fluctuations risk of
RMB against USD. These derivatives are not
accounted for under hedge accounting. The Group
is required to estimate the fair value of these
derivative financial instruments at the end of the
reporting period, which therefore exposed the
Group to foreign currency risk.

Sensitivity analysis

If the forward exchange rate of RMB against USD
had been 5% higher/lower while all other input
variables of the valuation models were held
constant, the Group's post-tax profit for the year
would increase (decrease) as follows:

Higher by 5% EF5%
Derivative financial instruments TESHIHE

Lower by 5% T % 5%
Derivative financial instruments MTEERIA

34b. K EMEE B BEREEK (H)

4% B ()
() EEREE)

S

F#

t T A

30|

TES
SEFACERITA]
ZMINEEREOR
—MEBEINEERS
B AREEARER
ETTMEB NI ER -
ZEMETAMERY
HERAIER AKH
BARBREMRGEAZE
TEeBMIAENRTF
B At EAEEER
[ 1 B R B o

N
kv

BREREDN

i E ARBHETHIER
HIE = £t/ N F#5% -
mEERE 2B EM
AR AEERSTE.
AIRNEEBZFREERR
i 3B 0 O ) a0k

2012 2011
HK$'000 HK$'000
TER TAET
1,934 -

(1,658) -
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34b. Financial risk management objectives and policies
(continued)

Market risk (continued)
(i) Interest rate risk

The Group’s cash flow interest rate risks mainly
relate to its variable rate borrowings (see note 23
for details of these borrowings). The Group’s bank
balances also have exposure to cash flow interest
rate risk due to the fluctuation of the prevailing
market interest rate on bank balances. The directors
consider the Group's exposure to fair value interest
rate risk in relation to its short term fixed-rate bank
deposits is not significant as interest bearing bank
balances are within short maturity periods.

The Group currently does not have any interest rate
hedging policy in relation to fair value interest rate
risks. The directors monitor the Group's exposure
on an ongoing basis and will consider hedging
interest rate risk should the need arise.

Sensitivity analysis

The sensitivity analysis below have been
determined based on the exposure to interest rates
on its variable rate borrowings and bank balances
at the end of the reporting period and the
stipulated change taking place at the beginning of
the financial year and held constant throughout
both years in the case of instruments that have
floating rates. 10 and 50 (2011: 10 basis points
and 50 basis points) increase or decrease are used
by the management for the assessment of the
reasonably possible change in interest rates of
variable rate bank balances and variable rate
borrowings, respectively.

34b. B EAMEE B EREE (&)

i 15 & B (4&)
() FEE R

AEBEBZHEESRFNER
B = 2 R R 1T KA
HEZEMNB(ERFE
AW E23) MEEZ
RITHERMERITH S
MEEBMEBDHERES
MANERBREE AR
REZEERAAEEEY
ZAFEMERERNE
RERRTTE T A
RS TREE - BARZ
EWBMITEBINE
HA B 8 -

AEEE B Ay (T A
B FER R E B F
RHAREK - NRBE
EREEAAEEEY
Z A ERE R AW
BEREREZEY A=
R o

RN DT

AR SR AT = IR Z
BRITERRT RN ®
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34b. Financial risk management objectives and policies
(continued)

Market risk (continued)

(i)

Interest rate risk (continued)
Sensitivity analysis (continued)

If interest rates had been 10 (2011: 10) basis
points higher or lower and all other variables were
held constant, the Group's post-tax profit for the
year ended 31 December 2012 would increase or
decrease by HK$25,000 (2011: HK$54,000). This
is mainly attributable to the Group's exposure to
interest rates on its variable rate bank balances.

If interest rates had been 50 (2011: 50) basis
points higher or lower and all other variables were
held constant, the Group's post-tax profit for the
year ended 31 December 2012 would decrease or
increase by HK$125,000 (2011: HK$270,000).
This is mainly attributable to the Group’s exposure
to interest rates on its variable rate borrowings.

34b. K EMEE B BEREEK (H)

4% B ()
(i) FE =g (E)

SRS (E)

fisl FI| = 32 40 3% @ 410
& £ 2t 2 (2011 - 1018
B BAAHEMA
£ B & £2012%F12 A
A IEFE Z R M B
3 hn sk Rl 4> 925,000 7T
(2011 : 54,0005 7T ) -
It R R TT A BRI A5
BHEMmMSAEBMEH
IR R

i 1) == 3% 0 =k R 4> 50 &
A 8 25(2011 : 501@ &
HE)BMAE M #
AEgFrE . AlAsg
B Z=2012412 A 31
H Ik 58 2 % 7 iR 2
3k & 0 %9 125,000 7T
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34b. Financial risk management objectives and policies 34b. K E R EE B Z K BUR ()

(continued)
Credit risk

As at 31 December 2012, the Group's maximum
exposure to credit risk which will cause a financial loss to
the Group due to failure to discharge an obligation by the
counterparties provided by the Group is arising from the
carrying amount of the respective recognised financial
assets as stated in the consolidated statement of financial
position. The Group is also exposed to concentration of
credit risk as a substantial portion of its sales is generated
from a limited number of customers. At 31 December
2012, the top five customers of the Group accounted for
about 60% (2011: 53%) of the Group's trade
receivables.

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

The credit risk on bank deposits is limited because the
counterparties are banks with good reputation.

=EmEE
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34b. Financial risk management objectives and policies

(continued)
Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to
finance the Group's operations and mitigate the effects of
fluctuation in cash flows. The Group also has available
banking facilities (note 23) to meet its short-term working
capital requirements. The management monitors the
utilisation of bank borrowings and ensure compliance
with loan covenants.

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based on
the earliest date on which the Group can be required to
pay. The maturity dates for other non-derivative financial
liabilities are based on the agreed repayment dates. The
table includes both interest and principal cash flows. To
the extent the interest flows are floating rate, the
undiscounted amount is derived from interest rate at the
end of the reporting period.

In addition, the following table details the Group's liquidity
analysis for its derivative financial instruments. The tables
have been drawn up based on the undiscounted
contractual net cash (inflows) and outflows on derivative
instruments that settle on a net basis. The liquidity
analysis for the Group's derivative financial instruments
are prepared based on the contractual maturities as the
management consider that the contractual maturities are
essential for an understanding of the timing of the cash
flows of derivatives.
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34b. Financial risk management objectives and policies

Weighted
average On
effective demand
interest or 0-30 31-60
rate days days
MEFEY EERD
BEREFE  0-30X 31-60%
% HK$'000 HK$000
FTET TER
As at 31 December 2012 7420125124318
Non-derivative FTESRHAR
financial liabilities
Non-interest bearing ESAE — 35730 20,007
Variable interest rate mEETA
instruments 223 50,092 —
85,822 20,007
Derivative financial fTESRMEE
liabilities— -FERK
net settlement
Foreign exchange forward ~ SMNE R EFA 49
contracts (36) (36)
Weighted
average On
effective  demand
interest  or 0-30 31-60
rate days days
METEY EEksk
EEFE  0-30Kk 31-60K
% HK$000 HK$000
THET TFTER
As at 31 December 2011 420115124318
Non-derivative FITES R
financial liabilities
Non-interest bearing - 40,966 26,253
Variable interest rate
instruments 1.25 99,762 —
140,728 26,253

The amounts included above for variable interest rate

instruments for non-derivative financial liabilities are
subject to change if changes in variable interest rates
differ to those estimates of interest rates determined at

the end of the reporting period.

34b. ¥ B EREBEEERKE
(&)
B &L mE (E)
Total
61-90  91-365 Over 365 undiscounted  Carrying
days days days  cashflows amount
BB KRR
61-90K 91-365Kk 365K RER  REAE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET THE=R TER FTET
2212 1,273 235 59,479 59,457
- - - 50,092 50,000
2212 1,273 235 109,571 109,457
(36) (162) 725 455 455
Total
6190  91-365 Over 365 undiscounted Carrying
days days days cash flows amount
B8 RER
61-90K 91-365K 365K Rew  REAE
HK$'000  HK$'000  HK$'000 HK$'000  HK$'000
TR TET THER FET TR
2,694 1,447 = 71,360 71,360
6,665 - - 106,427 106,305
9,359 1,447 = 177,787 177,665
MEFEERBERRETE
By R R & AR BT A L
X?EME% BMABYEILA
////// SR ENLEA T AR

103



104

For the year ended 31 December 2012 #Z2012F12 31 H L FE

34c.

34d.

Lee & Man Handbags Holding Limited 32 X F £ % @ 5 R 2 7]

Fair value

The fair value of financial assets and financial liabilities is
determined as follows:

. the fair value of financial assets and financial
liabilities (excluding derivative instruments) is
determined in accordance with generally accepted
pricing models based on discounted cash flow
analysis.

. foreign currency forward contracts and structured
foreign currency forward contract are measured
using quoted forward exchange rates. When such
prices are not available, a discounted cash flow
analysis is performed using the option pricing
models for optional derivatives.

The directors of the Group consider that the carrying
amounts of financial assets and financial liabilities
recorded at amortised cost in the consolidated financial
statements approximate their fair values.

Fair value measurement recognised in the
consolidated statements of financial position

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

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

34c.

34d.
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34d. Fair value measurement recognised in the
consolidated statements of financial position
(continued)

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

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

Level 1
£—-&
HK$'000
FAT
31 December 2012 2012612831H
Financial assets at fair value &2 Z{E@EE
through profit or loss Ni=F: 1)
ERMEE
Derivative financial PTEER
instruments IA =
31 December 2012 2012%12831H

Financial liabilities at fair BAFEE
value through profit or loss  AB#H

cRmEeRE
Derivative financial TESR
instruments TA =

These were no transfers between 3 levels in the current
year.

34d. EEGHMBERRRER AP
BEEE (&)

Level 2
EFZR
HK$'000
FAT

434

455

FE_MAFEEFES
ZERES — QAN H
BRAN LEEXEA
BEERGBL 28 ASE
(THAEEBERGH
(BNER) XHEBRE
BB ERITE) G H
ZHEER o

F-MAFEEFES
ZEEAHERMEF D
ZER HERMERE
WIRBEABEDSH
BEROUZEENABREE
ABEB(MABREZEH
ABE) -

Level 3 Total
E=ZHR ot

HK$'000  HK$'000
TAET TAET

- 434

= 455

REEREFE  =EHRH
Faﬁﬂﬂggi%"

105



106

Lee & Man Handbags Holding Limited 32 X F £ % @ 5 R 2 7]

For the year ended 31 December 2012 #Z2012F12 31 H L FE

A condensed statement of financial position of the Company as
at 31 December 2012 and 31 December 201 1is as follows:

ASSETS

Investments in subsidiaries
Amount due from a subsidiary
Prepayments

Bank balances

LIABILITY
Other payables

CAPITAL AND RESERVES
Share capital
Reserves (Note)

BE
MEARKRE

& LU B /B8 2~ ] 3R IR
BNEA
RITHE

=R
H A & 5 3K

BEXRFEE
[EEN
it (ff i)

AKAFF2012F12A31 8 %2011
F12A318 2 B AR 0 R 81 at 4o

T

2012
HK$'000
TERT

18,591
15,000
172
255

34,018

(302)

33,716

82,500
(48,784)

33,716

2011
HK$'000
TAET

18,591

172
172

18,935

(285)

18,650

82,500
(63,850)

18,650



Note:

Reserves

At 4 January 2011
(date of incorporation)
Profit for the period
Deemed contribution
from shareholder
Dividends recognised as distribution
Issue of shares upon group
reorganisation

At 31 December 2011
Profit for the year
Dividends recognised as distribution

At 31 December 2012
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201141 A48
(A Sz B H3)

HA R F
BAEKE

AR
EERDIKZKE
REEBSEHETZ

g}

MR2011F12/831H
F N5 A
ERRDIRZKE

MR2012412 A31H

Wi -
L

Accumulated
(loss)/profit Special reserve

23t
(BR), &7 4% Bl % 45
HK$'000 HK$'000
FAT FHET
10,245 =
— 14,564
(24,750) —
— (63,909)
(14,505) (49,345)
97,566 -
(82,500) —
561 (49,345)

Total

&5t
HK$'000
FHET

10,245

14,564
(24,750)

(63,909)

(63,850)
97,566
(82,500)

(48,784)
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A summary of the results and the assets and liabilities of the Group
for the year ended 31 December 2012 and the previous four
financial years, as extracted from the audited consolidated financial
statements of the Group for the four years ended 31 December
2012 and the listing document of the Company dated 31 May 2011
issued in connection with its introduction after restatement for change
of accounting policies related to property, plant and equipment, is set

AREBFBHE2012F12A31BHEKEE
RzaiMEFEXEREERAERRE
T(HPAAEEEF2012F128318 1t
MOEFEESIEREE R CERES B W
x) 0 RARQNFNR2011E5 831 BE%TA
BANBER LT XL EEEYE - K
ERZHENGTHRE & ET %55

out below: W
Year ended 31 December
BZ12A31EHLEE
2008 2009 2010 2011 2012
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHETT FET FET FHET FHERT
RESULTS E 4
Revenue L 901,240 727,555 853,539 873,815 932,916
Profit before taxation B B AT & A 115,364 122,091 117,147 117,972 120,308
Income tax expenses P 1S % 32 i (8,916) (9,526) (9471)  (10,925)  (10,045)
Profit for the year 17 5 A 106,448 112,565 107,676 107,047 110,263
At 31 December
Mm12831H

2008 2009 2010 2011 2012

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

FAT FBT FABT FHBT FHExT
ASSETS AND LIABILITIES X¥ERA&AE
Total assets BE®E 635,320 507,435 401,071 466,292 415,998
Total liabilities BEBE (304,467) (263,310) (253,872) (222,989) (144,095)

Net assets BEEFHE 330,853 244125 147,199 243 303 271,903
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