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We have our own lingerie
brands, starting from research
and development, raw materials
procurement, production to
distribution and retail sales.

Through years of continuous supports
from our valued customers, business
partners and shareholders, we are
dedicated to addressing customers’
needs, extending nationwide sales
network and aiming to become a
leading ladies’ lingerie producer and
retailer in China.
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DIRECTORS AND BOARD COMMITTEES

Directors

Executive Directors

CHENG Man Tai (Chairman)

CHENG Pik Ho Liza (Chief Executive Officer)
NGOK Ming Chu

HUNG Hin Kit

Independent Non-executive Directors
LAU Siu Ki (alias, Kevin Lau)

LEE Kwan Hung

Prof. LEE T.S. (alias, Lee Tien-sheng)

Board Committees

Audit Committee

LAU Siu Ki (alias, Kevin Lau) (Chairman)
LEE Kwan Hung

Prof. LEE T.S. (alias, Lee Tien-sheng)

Remuneration Committee

CHENG Pik Ho Liza (Chairman)
LAU Siu Ki (alias, Kevin Lau)

LEE Kwan Hung

Prof. LEE T.S. (alias, Lee Tien-sheng)

Nomination Committee

CHENG Pik Ho Liza (Chairman)
LAU Siu Ki (alias, Kevin Lau)

LEE Kwan Hung

Prof. LEE T.S. (alias, Lee Tien-sheng)

COMPLIANCE OFFICER
CHENG Pik Ho Liza

QUALIFIED ACCOUNTANT
TAM Robert

COMPANY SECRETARY
HUI Chun Ho Eric

REGISTERED OFFICE
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
7th Floor, Wyler Centre Il

200 Tai Lin Pai Road

Kwai Chung, New Territories

Hong Kong
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PRINCIPAL BANKERS

The Hongkong and Shanghai Banking Corporation Limited
Hang Seng Bank Limited

Nanyang Commercial Bank, Limited

Bank of China — Shenzhen Shangbu Branch

China Construction Bank — Shenzhen Tianbei Branch
China Merchants Bank — Shenzhen Dongmen Branch
China Merchants Bank — Shenzhen Shekou Branch

China Construction Bank — Shenzhen Buxin Branch

LEGAL ADVISERS
As to Hong Kong law:
Chiu & Partners

As to PRC law:
GFE Law Office

As to Cayman Islands law:
Conyers Dill & Pearman

AUDITORS

Ernst & Young

18th Floor

Two International Finance Centre
8 Finance Street, Central

Hong Kong

SHARE REGISTRARS

Principal Share Registrar and Transfer Office
in the Cayman Islands

Butterfield Fund Services (Cayman) Limited

Butterfield House

68 Fot Street

P.O. Box 705

George Town

Grand Cayman

Cayman Islands

Branch Share Registrar and Transfer Office in Hong Kong
Tricor Investor Services Limited

26th Floor, Tesbury Centre

28 Queen’s Road East

Wanchai, Hong Kong

COMPLIANCE ADVISER
Taifook Capital Limited

INVESTOR RELATIONS
iPR Ogilvy Limited

WEBSITE
www.embryform.com

STOCK CODE
1388
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Sales Network
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AN EXTENSIVE NETWORK CAPTURING TREMENDOUS
OPPORTUNITIES IN CHINA

Embry’s sales points span the whole nation, with footprints in all
major cities such as Beijing, Shanghai, Guangzhou, Hong Kong
and Macau. Such an extensive network drives the Group to
continuously and effectively ride the wave of China’s flourishing
market and, at the same time, deepens its market penetration in
China.

Up to December 2007, the Group had over 1,300 retail outlets, HE —?%tiJr_ A AEBEZTFREES
comprising more than 1,200 concessionary counters and more HBiR1,300EATER - BIEERBIARE - &5
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31/12/2007 31/12/2006
—ETLHF ZETRF
+=A +=A
=t—H =t+—-H
HK$' 000 HK$ 000
FHET FAT
Revenue Wz 711,668 624,324
Gross profit EH 551,545 478,743
Gross profit margin EAES 77.5% 76.7%
Profit before tax BREIRTR 143,239 102,579
Profit margin before tax BB AR = 20.1% 16.4%
Profit attributable to
equity holders of the Company KRR AR A AER R T 122,516 81,105
Profit margin attributable to
equity holders of the Company RARE=FE AEGEFEE 17.2% 13.0%
Earnings per share
basic (HK cents) BRER —EARCBI) 30.63 26.69
Earnings per share
diluted (HK cents) BRER —#E(B) 30.29 26.68
Final dividend per share (HK cents) TR S CBIL) 6.0 6.0
BY BUSINESS
ACTIVITIES BY LOCATIONS BY BRANDS BY PRODUCTS
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Corporate Milestones in 2007
2007 X ElER

®  The Group's first flagship store in Shenzhen was opened on
18 June 2007. It is situated at No. 2073 Ren Min Nan Road,
Luohu District in Shenzhen, one of the prime commercial
areas in the district. The Shenzhen flagship store has an area
of 186 sq.m., selling the Group's different lingerie products
under the brand names of EMBRY FORM, FANDECIE,
COMIFIT and LC. The flagship store decor creates an elegant
and chic atmosphere, which allows customers to indulge
themselves in a cozy and relaxing shopping environment.
REBERNINERERSER _SZ+F AT NBEXHA
B o ZIEEELNORYIZERERARBRK2073% - 2ZR%
EREMR 2 — o RYIEREEH186F K - HEEET
RBARmIE—ZHE ~ FUF - COMFITLARLCZ Em
RSB A ERES T IR R 2 A - R R e RRET
BRORERTRBEY -

®  The Group'’s flagship store in Hong Kong was opened on 16
November 2007. It is located on Granville Road in the heart
of Tsim Sha Tsui. Measuring a staggering 111.5 sq.m., the
store is the ultimate destination to shop for ladies’ lingerie
products with style and ease. It features a vast collection of
high quality products from three reputable lingerie brands,
EMBRY FORM, FANDECIE and COMFIT.
AEBEEENEREERN _STLF+— A+ BH%E - Z
HERRJE - ALY IR L B S — IR 238 - (Ri111.5F
AR A EMEE - AETFRE—(RBAXERNLT
77 o IR ER T ZAF  FUFRCOMFIT=K 8%
B ERERER CRTEISMNZERANZIEOLE
#R o

®  Phase | of Embry (Shandong) Garments Industrial Park was
completed and a grand opening ceremony was held on
28 December 2007. The industrial park is constructed on a
piece of land located in Zhanggiu City of Shandong Province
with a site area of approximately 167,870 sg.m. Completion
of the first phase facilities will increase the Group’s annual
production capacity by approximately 12 million standard
product units upon full capacity. The industrial park is an
energy efficient and environmentally friendly green factory
zone and is a showcase for the adoption of geothermal
technology and energy conservation architecture.
ZHE (UR)RETEEE —HEK - WR_TT+F+=
A+ N\BRTHEHE - TERZNIUEEEET @
H1E41167,870F 752K « F—HAREBER R ZERERZRKR
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. EMBRY FORM
The 2007 Best-selling Lingerie Products in the Industry in
China as accredited by the China Industrial Information Issuing
Center. It has been the twelve consecutive year for EMBRY FORM
to rank the first in volume, sales and market share
ZAFmEZTANREDBITRELREREMDLMEK2007F
2ETSEAEERHE HEERTHEEERE—F  Utmh
EEE T FEEERIA

o FANDECIE
Top 10 Best Sellers in the Industry in China from 2006-2007
in two consecutive years as accredited by the China Industrial
Information Issuing Centre
FYFFRIEZ T ARIEF B R2006-2007 FEE M FEH T
E(PEEREMP ORI LZETISEEER T RGHME

. EMBRY FORM
Hong Kong Top Brand (2007) awarded by Hong Kong Brand
Development Council and The Chinese Manufacturers’ Association
of Hong Kong
ZHFERERETEmEERBRBETERABSGTER
2007 FEEHEEE

. EMBRY FORM
Hong Kong Superbrands (2005-2007) awarded by Hong Kong
Superbrands Council

LZHFRIERET SRR M HE R T RERE TR

. Best Under A Billion (the top 200 publicly listed companies with
less than US$1 billion in sales in the Asia Pacific region) awarded
by Forbes Asia
LR ETEE M )BT Best Under A Billion#218 (5 K& N EF
EERARM0EETTH200RGEF /N EHdET—)

. iPower 500 (2007) certificate (the top 500 enterprises
in informatization in China) and The Best Enterprise
Informatization Performance Prize awarded by National
Informatization Evaluation Center
LECECABIR(E AL BIFTE R LER2007 FEHRE L EESt
50038 EE N RIESEE B NEE

o National Excellent Taxpaying, Import & Export Performance
Enterprises with Foreign Investment (2006) certificate
awarded by China Association of Enterprises with Foreign
Investment and Shenzhen Association of Enterprises with Foreign
Investment
R BN IR B R E ORISR E (b E & K2006
FEZEIEREEELEGK

e  Top 100 Garment Enterprises in China (2006) awarded by
China National Garment Association

SR BIIRE I & RIX20065F Z 2 B RFE TR B RAFRER
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Persistently Strive for

Excellence
B ER S |[E

MR. CHENG MAN TAI Zi&ZRse4
Chairman *J&

Dear shareholders,

| am pleased to announce that Embry Holdings Limited ( the
“Company”) and its subsidiaries ( the “Group”) have achieved
encouraging results in the 2007 financial year. We have
maintained our growth momentum demonstrated in 2006

and during the year under review, the Company adhered to its
customer-oriented principle and continued to refine our services.
Through our relentless efforts, the Company has achieved
remarkable results in various aspects such as sales network
optimisation, brand image, expansion of production scale, and
product innovation, research and development.

RESULTS SCALED A NEW HEIGHT WITH

EARNINGS ON THE UPWARD TREND

Leveraging on the outstanding performance and benefiting

from the continuous growth of China’s economy and ever-

rising consumers’ confidence, the demand for quality lingerie
products has increased and under such favourable environment,
the Group’s financial performance has scaled a new height

in 2007. During the year under review, the Group's revenue
increased by 14.0% to HK$711.7 million. With the full utilisation
of our economies of scale and the successful launch of various
innovative patented products, the gross profit has climbed 15.2%
to HK$551.5 million while the net profit has increased 51.1%

to HK$122.5 million with the contribution from the gain on the
disposal of subsidiaries of the Group. Net profit margin increased
to 17.2%. Basic earnings per share was HK 30.63 cents, up
14.8%.

The board of directors recommends a final dividend of HK 6.0
cents per share.

Embry Holdings Limited Annual Report 2007
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BUILDING CONFIDENCE AND ACHIEVING

DELIGHTFUL RESULTS

Since the successful listing of the shares of the Company in
December 2006, the Group has endeavoured to comply with

the Code on Corporate Governance Practices and maintained
transparency and as such has gained confidence, recognition

and support from consumers and investors. In 2007, the Group
distinguished itself for being elected as one of the “Top 200 small
and medium publicly listed enterprises in the Asia Pacific region”
by Forbes Asia in 2007 from more than 20,000 listed enterprises
in the Asia Pacific region in recognition of our past efforts, leading
position in the market as well as our corporate development
strategies, and such recognition will facilitate the long term
development of the Group and enable us to deliver more fruitful
returns to our investors and shareholders.

STRENGTHENED STRATEGIES FOR MULTI-BRAND
OPERATION WITH RECOGNITION PROVEN BY
NUMEROUS AWARDS

The Group has a comprehensive range of products renowned

for its superior quality. As the signature brand of the Group,
EMBRY FORM is well-known in China and is well-received by
consumers. The fact that EMBRY FORM had been accredited as
“The Best-selling Lingerie Products in the Industry in China” for
twelve consecutive years from 1996 to 2007 has demonstrated
our strong leading position in the market. On the other hand, the
Group's young brand FANDECIE also ranked amongst the top ten
most popular brands in the same product category in China for
the second consecutive year. These awards and recognitions are
the best evidence of the superior quality of our products and the
loyalty of our consumers.

Besides EMBRY FORM and FANDECIE, COMFIT, a new
brand launched in 2006, has built up its own customer base.
On top of our existing EMBRY FORM and FANDECIE brand
names, the launch of COMFIT has not only strengthened the
overall competitiveness of our brand, but has also diversified
and enhanced the product mix of the Group. Our trendy and
innovative product design and patented features have not only
helped to meet the demand of female customers from different
market segments and age groups, but have also supported the
Group to develop itself as a retailer that offers a wide range of
lingerie products.

Chairman’s Statement (continued)
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OUTSTANDING RESEARCH AND DESIGN CAPABILITY
Product innovation has always been the pursuit of our
management and the Group has been committed to developing
new products for the perfection of product quality and the
satisfaction of customers’ requirements. Currently, the Group
owns 46 patents in total and possesses 20 registered designs. The
various tailor-made patented products are all well received in the
market.

During the year under review, the Group organised a nation-wide
event entitled “The Path to Beauty” in several major cities in China
including Hangzhou, Guangzhou, Shanghai, Beijing, Changsha,
Wuhan and Shenzhen. This nation-wide roadshow has not only
showcased our new elegant and trendy lingerie products, but

has also featured six classic patented designs and two patented
products of the Group, i.e. “Supportflex” and “Invisible Cup”.
The event has enhanced EMBRY FORM's image as a lingerie
expert.

ENHANCED PRODUCTIVITY TO MATCH UP WITH THE
RAPID EXPANSION OF SALES NETWORK

The Group's sales network extends throughout China covering
many major cities. During the year, our nation-wide sales network
continued to expand with the number of retail outlets having

net increased by 239 to 1,352. Furthermore, the Group has
successfully opened flagship stores in Shenzhen and Hong Kong
and such initiative helped the effective promotion of our brands
while offering synergy to our sales strategy.

Apart from expanding its sales network, the Group has completed
the first phase construction of a large-scale production plant in
Shandong in December 2007 with a view to meeting the earnest
market demand and grasping the opportunities brought about by
the rapid growth of China’s retail market. This plant is expected to
commence operation in mid 2008 and will increase the production
capability of the Group by approximately 12 million standard
product units upon full capacity.

Embry Holdings Limited Annual Report 2007
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BRIGHT ECONOMIC PROSPECTS AND ENORMOUS
POTENTIAL OF THE CHINA MARKET

With the continued growth of China’s economy and the
substantial increase in the spending power of Chinese consumers,
the retail market in China is ready to embrace a bright future and
offers a favourable operating environment for the Group’s future
development.

In light of China’s huge market, the Group will continue to take
advantage of its extensive sales network, diversified product lines,
expertise on product innovation and nation-wide brand awareness
and adhere to its customer-oriented principle in order to grasp the
market opportunities and enhance our turnover and profit growth.
In future, the professional management team of the Group will
continue to strengthen our research and design capability and
optimise our sales network through increasing the number of
retail outlets in China and Hong Kong constantly. Coupled with
our relentless efforts devoted to marketing activities, we believe
that these measures could generate further demand and support
the continuous growth of our sales.

CONCLUSION

I would like to express my heartfelt gratitude to our employees
for their devotion and dedication that laid the foundation for the
success of the Group. | would also like to take this opportunity
to thank our shareholders for their continuous support and
recognition of our aspiration and strategies for our future
development.

Looking forward in the coming year, the Group will make
every effort to increase our overall return, develop into one of
the largest brands of high-end lingerie in China and achieve
flourishing results with our shareholders, business partners and
customers.

Cheng Man Tai
Chairman

Hong Kong, 16 April 2008

Chairman’s Statement (continued)
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The directors of the Company (the “Board” or “Directors”) have
pleasure in presenting the audited consolidated financial and
operational positions of the Company and of the Group for the
year ended 31 December 2007.

For the year ended 31 December 2007, the Group's revenue
amounted to HK$711.7 million, representing an increase of
14.0% from HK$624.3 million in the last year.

Profit before tax of approximately HK$143.2 million was achieved
for the year ended 31 December 2007 (2006: HK$102.6 million),
representing a growth of approximately 39.6%.

The Group’s audited profit attributable to equity holders of the
Company for the year ended 31 December 2007 was HK$122.5
million (2006: HK$81.1 million), an increase of 51.1% over the
last year.

Earnings per share of the Company was HK30.63 cents per share
based on the weighted average number of 400,003,000 shares in
issue during the year, resulting an increase of 14.8% comparing
to the last year.

REVIEW OF OPERATIONS

Revenue

Retail business is the major source of revenue of the Group,
contributing approximately 88.7% of the Group's total revenue
during the year. The Group's products are currently sold through
the retail outlets in Mainland China, Hong Kong and Macau under
the Group’s own brand names of EMBRY FORM, FANDECIE
and COMFIT. In order to capture the booming market demand
for lingerie products, the Group had expanded its sales network
by net increasing 239 retail outlets during the year, which
included two new flagship stores opened in Shenzhen, the
People’s Republic of China (“PRC") and in Hong Kong. As at 31
December 2007, the Group operated 1,352 retail outlets in total.
Depending on the economy and market conditions, the Group
may strategically and prudently adjust the number of retail outlets
which the Group would operate so as to maximise sales revenue
and the operating efficiency of these retail outlets in forthcoming
years.

The Group also ran its wholesale business and original equipment
manufacturer (“OEM") business, which contributed 6.0% and
5.3% respectively of the total revenue of the Group during the
year. The Group intentionally utilises its production capacity for
producing its own brand products. The Group may accept new
OEM business when there is spare capacity, or if the acceptance
of which could generate reasonable profit margins or deliver other
benefits such as skill, technique, design or idea to the Group.

ARREE(EZEIREFTDMAZINAER
ARAREHEZE—ZTLF+_A=1—H8I
FREHEEZLRE MR EN -

REBEZE-_ZE+F+_A=+—RHILFE
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624,300,00077C_EF14.0% °
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T4 AT 352 A1 49 143,200,000 7T ( ZEZ N F -
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Brand management

The Group's products are principally sold under its self-owned
brand names of EMBRY FORM, FANDECIE and COMFIT.
Revenue generated from EMBRY FORM and FANDECIE
accounted for 61.9% and 26.7% respectively of the Group’s
revenue for the year. COMFIT successfully diversified the Group's
product line and sales of COMFIT series products accounted for
6.1% of the Group's total revenue. The Directors are optimistic
that COMFIT will continue to be a significant source of the
Group's revenue and growth driver for the future.

Production capacity

For the year ended 31 December 2007, the aggregate annual
production capacity of the Group accounted for 11.8 million
standard product units. In order to cope with the expansion of
the Group’s business, the Group has constructed a new factory
in Zhanggiu City, Shandong Province (the “Shandong Factory”),
the PRC, further details of which are discussed in the sub-section
headed “Significant investments held and their performance” of
“Review of Financial Position” below.
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Management Discussion and Analysis (continued)

Product development

During the year, the sales of lingerie, sleepwear, swimwear, OEM
products and other products accounted for approximately 82.1%,
5.1%, 5.7%, 5.3% and 1.8% respectively of the Group’s total
revenue for the year ended 31 December 2007. Sales of lingerie
still remained the key contributor to the Group’s revenue and
profit.

In order to maintain its competitive advantages, the Group has a
strong research and development team which focuses on practical
areas that are closely related to the functionalities and features

of the Group's lingerie products. In 2007, several new designs

in manufacturing techniques were invented. As at 31 December
2007, the Group had 46 patent registrations and 20 outlook
design registrations.

Awards

During the year, EMBRY FORM was accredited as
"The 2007 Best-selling Lingerie Products in
the Industry in China" by the China Industrial
Information Issuing Center (FR 7T ¥ 2{Z 8%
#HFR D) (the “Issuing Center”) in the PRC. The
Group has obtained this award consecutively in
the past twelve years. Also, it was the second year
that the Group’s younger brand FANDECIE was
awarded as one of the “Top 10 Best Sellers in
the Industry in China” by the Issuing Center.
Further, the Group received not only the award

of “Hong Kong Superbrands” from Hong Kong
Superbrands Council from 2005 to 2007, but also
the awards of “Hong Kong Top Brand" by both
Hong Kong Brand Development Council and The
Chinese Manufacturers’ Association of Hong Kong,
and “Best Under A Billion" by Forbes Asia during
the year. The above awards evidence the Group’s
strong reputation in the market. Further details of
the awards obtained by the Group during the year
are set out on page 8 of this annual report.
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REVIEW OF FINANCIAL POSITION

Gross profit

The Group's gross profit of HK$551.5 million for the year ended
31 December 2007 (2006: HK$478.7 million) represented a
growth of approximately 15.2% as compared to that of the last
year. Benefiting from the economic booming, increasing demand
for lingerie products and the appreciation of Renminbi (“RMB")
in Mainland China, the Group successfully generated a growth in
revenue by 14.0% during the year. Further, the Group continued
to enjoy economies of scale and increase the sales of patented
products which improved the profit margin generated during the
year. In addition, the Group’s younger brand, COMFIT, which was
launched in 2006 and is targeting on the functional and quality
lingerie market, successfully diversified the Group's product line
and produced additional revenue which accounted for 6.1% of
the Group's total revenue. As a result, the Group recorded a new
peak of revenue and gross profit.

Other income and gains

Other income and gains for the year ended 31 December 2007
were approximately HK$69.2 million (2006: HK$11.0 million).
The significant increase was mainly due to the gain of HK$42.0
million derived from the disposal of subsidiaries during the year, as
further detailed under sub-section headed “Material acquisitions
and disposal of subsidiaries and associated companies” below.
Further, the Group earned a bank interest income of HK$11.9
million mainly derived from the Group’s time deposits. The Group
also realised an exchange gain of HK$6.7 million resulting from
the appreciation of RMB derived from the business operations in
Mainland China during the year.

Operating expenditure

The selling and distribution expenses for the year ended 31
December 2007 were approximately HK$396.8 million (2006:
HK$330.1 million), comprising mainly occupancy fees paid

to department stores or shopping arcades of approximately
HK$171.8 million, salaries (including salaries and commission paid
to salespersons at retail outlets) of approximately HK$97.2 million,
rental expenses of approximately HK$24.4 million, advertising
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Management Discussion and Analysis (continued)

and retail outlet decoration expenses of approximately HK$57.7
million. The increase in selling and distribution expenses resulted
mainly from the Group’s newly opened retail outlets which
incurred extra decoration expenses in the current year. The Group
also spent more on advertising during the year such as conducting
various fashion shows, advertisements on magazine and media
board, etc. The Directors believed that these decorations and
advertisements would help the Group capture the booming
market demand and increasing sales in forthcoming years.

The administrative expenses for the year ended 31 December
2007 were approximately HK$80.4 million (2006: HK$52.7
million), comprising mainly the salaries to administrative staff

of approximately HK$31.6 million, directors’ remuneration

of approximately HK$10.5 million, general office expenses of
approximately HK$21.6 million and depreciation of approximately
HK$6.8 million. The increase resulted mainly from the increment
on remuneration and salary levels for directors and administrative
staff in order to reward their additional workload and
responsibilities they had taken after the listing of the Company’s
shares. Besides, the Group has spent more on consultations with
various professional bodies to further strengthen the Group’s
corporate governance. In addition, the Group incurred equity-
settled share option expenses of HK$6.2 million, a non-cash
expense resulting from the grant of share options under the pre-
initial public offering share option scheme (the “Pre-IPO Scheme”)
in December 2006.
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Human resources

As at 31 December 2007, the Group had approximately 5,800
employees. The Group's total staff costs, including wages and
basic salaries, commission, bonus, retirement benefits scheme
contribution amounted to approximately HK$157.1 million (2006:
HK$126.5 million). The increase was mainly due to increase in
salaries and commissions paid to sales staff, which was in line
with the increase in the Group's revenue during the year, and the
increment to reflect the current market conditions in manpower in
both Mainland China and Hong Kong.

Remuneration of employees is determined and reviewed annually
with reference to the market standard, individual performance
and working experience, and certain staff members are entitled
to commission and share options. In addition to the basic salaries,
the Group also provides, depending on the results of the Group
and individual performance, discretionary bonus in order to retain
quality employees.

The Group has also adopted the Pre-IPO Scheme to recognise and
reward the contribution of certain directors and employees of the
Group to the growth and development of the Group.

The Group has also adopted a share option scheme, the primary
purpose of which is to motivate the eligible persons referred to in
the scheme, which includes employees of the Group, to optimise
their future contributions to the Group and to reward them for
their contributions.

Details of these share option schemes are included in note 31 to
the financial statements.
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Management Discussion and Analysis (continued)

Liquidity and financial resources

The Group generally finances its operations with internally
generated cashflow and bank facilities provided by its principal
bankers. The financial position of the Group remained sound and
healthy during the year. As at 31 December 2007, the Group had
cash and cash equivalents of approximately HK$349.2 million
(2006: HK$431.2 million). As at 31 December 2006, the Group
had secured interest bearing bank borrowings of HK$24.5 million
which had been fully repaid during the year by applying the
internal working capital. The Group therefore had no outstanding
interest bearing bank borrowings and remained a net cash
position as at 31 December 2007. The gearing ratio, being total
interest-bearing bank borrowings divided by total assets, was
therefore nil as at 31 December 2007.

Capital structure

As at 31 December 2007, the total issued share capital of the
Company was HK$4.0 million (2006: HK$4.0 million), comprising
400,314,500 (2006: 400,000,000) ordinary shares of HK$0.01
each. The increase in the number of issued shares resulted from
the exercise of share options granted under the Pre-IPO Scheme
by certain employees of the Group, details of which are set out in
notes 30 and 31 to the financial statements.

Material acquisitions and disposal of subsidiaries and
associated companies

On 27 November 2007, Embry Group Limited (“EGL"), a direct
wholly-owned subsidiary of the Company, entered into a disposal
agreement (the “Disposal Agreement”) with Sinowide Investments
Limited (“Sinowide"), pursuant to which EGL agreed to sell and
Sinowide agreed to purchase the entire issued share capital of
Embry Development Limited (“EDL"), an indirect wholly-owned
subsidiary of the Company of which the principal asset of EDL and
its subsidiary (the “EDL Group”) is an industrial complex which is
erected on a parcel of land and is situated in Changzhou, the PRC,
for a total consideration of HK$56.0 million.
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Sinowide is a limited company incorporated in the British Virgin
Islands and is wholly-owned by Ms. Cheng Pik Ho Liza (“Ms.
Cheng”), Mr. Cheng Chuen Chuen and Mr. Cheng Chuen Chi

in equal shares. Ms. Cheng, Mr. Cheng Chuen Chuen and Mr.
Cheng Chuen Chi are the family members of Mr. Cheng Man Tai
and Madam Ngok Ming Chu who are the executive Directors and
major shareholders of the Company. Ms. Cheng is an executive
Director of the Company and Mr. Cheng Chuen Chuen is a
director of the Company’s various subsidiaries. Accordingly, the
Disposal Agreement entered into between EGL and Sinowide also
constituted a connected transaction under the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and was subject to independent
shareholders’ approval. Further details of the above transaction
were set out in a circular to shareholders of the Company dated
11 December 2007 and in note 12(b) to the financial statements.

On 28 December 2007, the independent shareholders’ approval
was obtained at the extraordinary general meeting of the
Company. On 31 December 2007, the disposal of the EDL Group
was completed and the Group realised a gain from such disposal
of HK$42.0 million which was recorded under “Other income and
gains” in the income statement.

Save as disclosed above, there was no material acquisitions and
disposal of subsidiaries and associated companies during the year.

Significant investments held and their performance

In order to strengthen the production operation and further
expand the production capacity, the Group established the
Shandong Factory in Zhanggiu City, Shandong Province, the PRC.

Sinowide AR R B R XS MK ZHERA
A AEEEL L ([#at]) BEREER
BEELRENRERRELERES - B4t -
EREEREEELEEBAARNITES
HREZRRBHEETE T EREPRERLZTHRIEK
B BT ARARHITEEREEREA
AARRTZENB AR ZEE - At - EGLE
SinowideF] LW X E R IMEK BB AR S
FrBMRARES EMHRAN([ LR TrE
ERG  BESBMREINE - BALIRS
RE—FTHBIRRN_ZEZLF+=-A+—
B T3 B R R AR R A 38 R N B RS R 3R B R
12(b) °

ZHEMBEARTNR -_ZEELE+ A
ZH N\ BEITHREERAS BRI
o HEEDLEER T +F+_A=+—
HIERK + AEBE % L E8%1542,000,000%8 7T
Wz - USRS R AP T E AU A R U 2s |18
TE2% -

B EXPTIRERE SN - MNE AL EE A M
ENBLRREBAT -

FRBEARERERE

RINSR AR Mo — PRAEER S - A
ERPEILREABETEZURBE - RAR
EHH WRBEHNE - HITREEARTK



Management Discussion and Analysis (continued)

At the date of this report, the first phase construction of the
Shandong Factory was substantially completed and renovation
work and installation of all production facilities are expected

to be finished in the second quarter of 2008. Trial production
has already been started and according to the current plan, the
Shandong Factory will commence commercial production in mid
2008. As at 31 December 2007, the Group has utilised HK$79.4
million for the establishment of the Shandong Factory.

Save as disclosed above, there was no other significant investment
held during the year.

Charges on the Group's assets

As at 31 December 2007, the Group did not have any assets
which were pledged to secure banking facilities granted to the
Group.

Foreign currency exposure

The Group carries on its trading transactions mainly in Hong Kong
dollars and RMB. As the Group's foreign currency risks generated
from the sales and purchases can be set off with each other, the
foreign currency risk is considered as minimal to the Group. It is
the policy of the Group to continue maintaining the balance of

its sales and purchases in the same currency. The Group does not
use derivative financial instruments to protect against the volatility
associated with foreign currency transactions and other financial
assets and liabilities created in the ordinary course of business.

Contingent liabilities
The Group had no significant contingent liabilities or any litigation
or arbitration of material importance as at 31 December 2007.
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Use of proceeds from the Company'’s initial public offering
The proceeds from the Company'’s issue of new shares at the
time of its listing on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) on 18 December 2006, after deduction
of related issuance expenses, amounted to approximately

HK$331 million. These proceeds were applied during the year,

in accordance with the proposed applications as set out in the
Company'’s listing prospectus dated 5 December 2006, as follows:

- approximately HK$38.8 million was used for the expansion
of the Group's sales network by net increasing 239 retail
outlets as at 31 December 2007;

- approximately HK$39.9 million was used for the promotion
and marketing of the Group’s products;

- approximately HK$79.4 million was used for the
establishment of the Shandong Factory;

- approximately HK$6.8 million was used for the Group's
product development;

- approximately HK$18.4 million was used for the
enhancement of the Group’s enterprise resources planning
system and other information technology systems; and

- approximately HK$9.3 million was used as additional general
working capital of the Group.

The remaining unused net proceeds amounted to approximately
HK$138.4 million and were temporarily placed in term deposits
with licensed banks in Hong Kong as at 31 December 2007.
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Management Discussion and Analysis (continued)
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EXECUTIVE DIRECTORS

Mr. Cheng Man Tai, aged 78, is the Chairman, founder of

the Group and an executive Director. He is in charge of the
Group's corporate strategy. Mr. Cheng has over 32 years of
experience in the lingerie industry. Mr. Cheng graduated from
Beijing Agricultural Engineering University (now known as China
Agriculture University) with a bachelor degree. He is an Honorary
Professor of China Agriculture University, an Adjunct Professor
of China Textile University (now known as Dong Hua University)
and Vice Chairman of Shanghai Garment Trade Association. Mr.
Cheng obtained the World Outstanding Chinese Award and
Honorary Doctorate of Business Management from Armstrong
University in July 2006. Mr. Cheng is the spouse of Madam Ngok
Ming Chu and the father of Ms. Cheng Pik Ho Liza.

Madam Ngok Ming Chu, aged 71, is an executive Director. She is
in charge of the Group's business planning. Madam Ngok joined
the Group in 1980 and has over 27 years of experience in the
lingerie industry. Madam Ngok graduated from and is currently an
Honorary Professor of Beijing Agricultural Engineering University
(now known as China Agriculture University). Madam Ngok is the
spouse of Mr. Cheng Man Tai and the mother of Ms. Cheng Pik
Ho Liza.

Ms. Cheng Pik Ho Liza, aged 45, is the Chief Executive Officer
of the Group and an executive Director. Ms. Cheng is also the
chairman of the Remuneration Committee and Nomination
Committee of the Company. She is responsible for overseeing the
marketing and product development of the Group. Ms. Cheng
joined the Group in 1993 and has over 15 years of experience in
the lingerie industry. Ms. Cheng obtained a bachelor degree of
Business Administration from University of Southern California
and a master of Business Administration from the City University
of Hong Kong. In 1999, Ms. Cheng was awarded the prize for
Young Industrialist in Hong Kong. Ms. Cheng is the daughter of
Mr. Cheng Man Tai and Madam Ngok Ming Chu.

Mr. Hung Hin Kit, aged 52, is an executive Director and the
manufacturing director of the Group. He is responsible for the
overall supervision of the purchasing, production and quality
control function of the Group. Mr. Hung is in the process of
obtaining a master degree in procurement management from
University of Strathclyde, Glasgow. Mr. Hung has over 22 years of
experience in the production and procurement management in
Mainland China and Hong Kong. He joined the Group in 1990.
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Directors and Senior Management (continued)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Lau Siu Ki, alias, Kevin Lau, aged 49, is an independent non-
executive Director and the chairman of the Audit Committee

of the Company. He is currently running his own management
consultancy firm, Hin Yan Consultants Limited. He is also a
consultant to the corporate finance division of PCP CPA Limited,
a certified public accountant firm in Hong Kong. Mr. Lau has
previously worked at an international accounting firm for over 15
years. He graduated from the Hong Kong Polytechnic in 1981. Mr.
Lau is a member of both the Association of Chartered Certified
Accountants (“ACCA") and the Hong Kong Institute of Certified
Public Accountants (“HKICPA"). Mr. Lau is also a member of the
Council of ACCA. Mr. Lau is currently the company secretary of
Yeebo (International Holdings) Limited and Times Ltd. and the
independent non-executive director of Carry Wealth Holdings
Limited, COL Capital Limited, Comba Telecom Systems Holdings
Limited, Foxconn International Holdings Limited, Greenfield
Chemical Holdings Limited, Proview International Holdings
Limited, Samson Holding Ltd., TCL Communication Technology
Holdings Limited, the shares of the companies are listed on the
Stock Exchange. Mr. Lau had been an independent non-executive
director of Sys Solutions Holdings Limited (now known as Enviro
Energy International Holdings Limited) and Forefront International
Holdings Limited (now known as Forefront Group Limited) until his
resignation on 20 December 2006 and 18 April 2007 respectively.
Mr. Lau joined the Company in November 2006.

Mr. Lee Kwan Hung, aged 42, is an independent non-executive
Director. He is a partner of Woo, Kwan, Lee & Lo and the chief
representative of Woo, Kwan, Lee & Lo’s Beijing Office. Mr. Lee
received his LL.B (Honours) degree and Postgraduate Certificate
in Laws from the University of Hong Kong in 1988 and 1989
respectively. He was then admitted as a solicitor in Hong Kong

in 1991 and the United Kingdom in 1997. Mr. Lee is currently a
non-executive director of Mirabell International Holdings Limited
and GST Holdings Limited and an independent non-executive
director of GZI REIT Asset Management Limited and NetDragon
Websoft Inc., the shares of these companies are listed on the
Stock Exchange. Besides, Mr. Lee had been an independent
non-executive director of each of Magician Industries (Holdings)
Limited and China Mining Resources Group Limited, the shares of
these companies are listed on the Stock Exchange. Mr. Lee joined
the Company in November 2006.
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Prof. Lee T. S., alias, Lee Tien-sheng, aged 59, is an independent
non-executive Director. Prof. Lee has been the Dean of the
Faculty of Business Administration of The Chinese University of
Hong Kong since 2002. Prof. Lee obtained his PhD in Business
Administration and Master degree in Business Administration
from the University of Missouri-Columbia, the US in 1982 and
1978 respectively. He also holds a master degree in Management
Science and a Bachelor degree in Electronic Engineering from

the National Chiao Tong University of Taiwan. His research and
teaching interests include supply chain management, quality
management and business process reengineering. He has
published his research in many academic journals. Prof. Lee joined
the Company in November 2006.

SENIOR MANAGEMENT

Mr. Tam Robert, aged 52, is the Group'’s finance director. He is
responsible for the supervision and management of the Group'’s
overall financial matters. Mr. Tam is also the Company’s full

time qualified accountant. He obtained a Bachelor of Commerce
degree from the Concordia University in 1979 and a Master

of Business Administration degree from the McGill University

in 1982. He joined the Group in October 1994. Mr. Tam is a
member of HKICPA and the American Institute of Certified Public
Accountants. Mr. Tam has over 21 years of experience in auditing,
financial accounting and management, and corporate finance.

Mr. Hui Chun Ho Eric, aged 33, is the company secretary and the
group accounting manager. He is responsible for the Group’s
secretarial matter and overall financial accounting and reporting
matters. He is a fellow member of ACCA and a member of
HKICPA. Mr. Hui obtained a bachelor degree in accountancy from
The Hong Kong Polytechnic University in 1998. Mr. Hui has 9
years of experience in auditing, financial accounting and corporate
finance. Mr. Hui worked for an international accounting firm as an
auditor prior to joining the Group in December 2004,
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The Board and the management of the Company are committed
to the maintenance of good corporate governance practices
and procedures. The Company believes that good corporate
governance provides a framework that is essential for effective
management, a healthy corporate culture, successful business
growth and enhancing shareholders’ value.

On 25 November 2006, the Company adopted the Code on
Corporate Governance Practices (the “CG Code") as contained
in Appendix 14 to the Listing Rules as its own code of corporate
governance practices.

The Company has complied with the code provisions under

the CG Code so far as they are applicable and a majority of the
recommended best practices under the CG Code throughout the
year ended 31 December 2007 (the “Review Period”), save for the
exceptions reported in the following relevant paragraphs.

DIRECTORS

Board Composition

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

The Board currently comprises a combination of four executive
Directors and three independent non-executive Directors. The
number of independent non-executive Directors represents more
than one third of the Board. The biographical details of and
relationships among the members of the Board are disclosed
under the section headed “Directors and Senior Management” on
pages 26 to 28 of the annual report.

The Directors believe that the composition of the Board reflects
the necessary balance of skills and experience appropriate for
the requirements of the business of the Group and for effective
leadership as all executive Directors possess extensive experience in
lingerie design, production, marketing and management. Among
the independent non-executive Directors, one possesses financial
expertise and the other two possess substantial knowledge and
experience in legal and management aspects respectively. The
Directors are of the opinion that the present structure of the
Board can ensure the independence and objectivity of the Board
and provide a system of checks and balances to safeguard the
interests of the shareholders and the Company.
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Appointment, re-election and removal of Directors

Article 108 (A) of the articles of association of the Company
provides that all the Directors, including the Chairman and the
Chief Executive Officer, are subject to retirement from office

at least once every three years at each annual general meeting
and shall be eligible for re-election. Under Article 105, the office
of a Director of the Company is liable to be vacated in certain
circumstances and the Company may remove any Director of
the Company by an ordinary resolution at a general meeting as
prescribed in Article 114.

All new appointment of Directors and nomination of Directors

for re-election at annual general meetings are first considered

by the Nomination Committee. The recommendations of the
Nomination Committee will then be put to the Board for decision.
New Directors appointed by the Board are subject to re-election
by shareholders at the next following annual general meeting
pursuant to the Articles of Association of the Company. In
considering the new appointment of Directors, the Nomination
Committee will assess the candidate on the criteria set out in Rules
3.08 and 3.09 of the Listing Rules. In the case of an independent
non-executive Director, he should also meet the independence
criteria set out in Rule 3.13 of the Listing Rules.

Executive Directors

Each of the executive Directors has entered into a service contract
with the Company for a fixed term of three years with effect from
1 December 2006. Each of the executive Directors is entitled to a
basic salary plus a gratuity payment equal to the amount of the
then monthly salary payable in January each year. In addition, each
executive Director is entitled to a discretionary management bonus
provided that the aggregate amount of the bonuses payable to all
the executive Directors for any financial year of the Company may
not exceed 8% of the audited combined or consolidated audited
net profit of the Group (after taxation and minority interests

and payment of such bonuses but before extraordinary items)

in respect of that financial year of the Company. An executive
Director shall not vote on any resolution of the Directors regarding
the amount of the management bonus payable to him/her.

Independent non-executive Directors

Each of the independent non-executive Directors has been
appointed for a fixed term of two years commencing from 25
November 2006 with a formal letter of appointment setting out
the key terms and conditions of his appointment. Prior to their
respective appointment, each of the independent non-executive
Directors has submitted a written confirmation to the Company
and the Stock Exchange confirming his independence and has
undertaken to inform the Company and the Stock Exchange

as soon as practicable if there is any subsequent change of
circumstances which may affect his independence.
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Save for the directors’ fees and the share options granted under
the Pre-IPO Share Option Scheme (as defined in the Company’s
prospectus dated 5 December 2006) to each of them, none of the
independent non-executive Directors is expected to receive any
other remuneration for holding his office as an independent non-
executive Director. The Company annually reviews and obtains
confirmation of his independence from each independent non-
executive Director during his term of appointment.

In March 2008, the Company received from each of the
independent non-executive Directors a written confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. Based on
such confirmations, the Company considers all the independent
non-executive Directors to be independent.

Proceedings of Board meetings

The Board considers that all meetings should be legally and
properly convened. With the assistance of the company secretary,
the Chairman of the Board takes the lead to ensure that Board
meetings and all other committee meetings are convened in the
manners that are prescribed in the articles of association of the
Company, the terms of reference of the respective committees of
the Board and within the standards as set out in the Listing Rules.

In convening Board meetings, the Chairman is responsible for
drawing up and approving the agenda for each meeting after
consultation with all the Directors and the company secretary.
Prior notice of each Board meeting is given to all the Directors at
least 14 days in advance and the Directors are invited to include
matters for discussion in the agenda. Agenda and accompanying
board papers are sent to all the Directors at least 3 days in
advance or within reasonable time prior to meetings.

The minutes of Board meetings record in sufficient detail the
matters considered by the Board, including all concerns raised
by the Directors and dissenting views expressed. The minutes of
all Board meetings and all other committee meetings are kept
by the company secretary and are available for inspection by any
Director, auditors or any relevant eligible parties who can have
access to such information.
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Directors’ attendance records
The attendance of individual members of the Board and other
Board Committees during 2007 is set out in the following table:

ExeBLELE
TR —_TELFEEENHEMBEFETL
BEesKEnHERBR -

Number of meetings attended/held

BRHEREBITRH
Audit Nomination Remuneration
Directors Board Committee Committee Committee
= =g ENEEY EEZEg FHZES
Executive Directors HITES
Cheng Man Tai (Chairman) B5% (£/F) 6/6 N/A N/A N/A
A NEFA i
Cheng Pik Ho Liza (Chief Executive Officer) BV (77B#E#) 6/6 N/A 11 212
TNEA
Ngok Ming Chu ER% 6/6 N/A N/A N/A
A NEFA i
Hung Hin Kit LB 6/6 N/A N/A N/A
A NEFA i
Independent non-executive Directors  BIEHITES
Lau Siu Ki 2135 6/6 33 11 212
Lee Kwan Hung ES 20 6/6 33 17 212
lee TS. FRE 6/6 313 11 212
Average attendance rate o haf 100% 100% 100% 100%

Under code provision A.1.7 of the CG Code, there should be

a procedure agreed by the board to enable directors, upon
reasonable request, to seek independent professional advice in
appropriate circumstances, at the issuer’s expense. The board
should resolve to provide separate independent professional
advice to directors to assist the relevant director or directors to
discharge his/their duties to the issuer. In order to ensure full
compliance with this code provision, a written “Procedure for
Seeking Independent Professional Advice by Directors” has been
formulated in writing and endorsed by the Board.

Directors’ and officers’ liability insurance

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

to their respective service agreements entered into with the
Company.
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Directors’ securities transactions

Pursuant to a resolution passed by the Directors on 25 November
2006, the Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”) (with
certain modifications but on terms no less exacting than the
standard set out in the Model Code) as set out in Appendix 10 to
the Listing Rules as its own code (“Securities Dealing Code”) to
regulate the securities dealings by all the Directors and employees
of the Group. The Securities Dealing Code is posted on the
Company’s intranet to which all employees can have access.

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

THE FUNCTIONS OF THE BOARD

Distinctive roles of the Chairman and the Chief Executive
Officer

To avoid concentration of power in any one individual, a clear
division of responsibilities between the Chairman and the Chief
Executive Officer is crucial to the effective running of the Board
and the development of the Group. The positions of the Chairman
and the Chief Executive Officer of the Company have been held
by two different executive Directors namely, Mr. Cheng Man Tai
and Ms. Cheng Pik Ho Liza respectively. Their roles and duties

are distinct. Mr. Cheng Man Tai, the Chairman, is to provide
leadership of the Board and ensure the effectiveness of the Board.
Ms. Cheng Pik Ho Liza, holding the position of the Chief Executive
Officer, is answerable to the Board for the operations of the
Group. Mr. Cheng is the father of Ms. Cheng.

Under the second part of code provision A.2.1 of the CG Code,
the division of responsibilities between the chairman and the
chief executive officer should be clearly established and set out in
writing. In order to ensure full compliance with this code provision,
the division of the responsibilities between the Chairman and the
Chief Executive Officer of the Company has been formulated in
writing and endorsed by the Board.
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Distinctive roles of the Board and the management

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

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

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

e the senior management team of the Company, being
delegated with the responsibilities to deal with daily
operational functions, is answerable to the executive
Directors.

The Board believes that effective delegation of authority and
responsibility can ensure that the Board is provided with

sufficient and timely information of the Group’s businesses, and
in particular with regard to the Group's performance, financial
condition and operating results in order that the Board is able to
make an informed assessment of matters put before the Board for
approval. During the Review Period, each executive Director had
frequent meetings with operational managers in order to maintain
an effective feedback system and enable the Company to react to
changes or problems quickly and efficiently.

The matters being reserved for the Board to deal with include:

e any matters relating to the formulation of the Company’s
strategy and direction;

e any matters relating to financial controls, compliance and
risk management;

e any changes in corporate structure such as the changes
relating to the Company’s capital structure, including
reduction of share capital, share buy-back or issue of new
securities;
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o major appointments such as appointments to the Board,
after taking into account the recommendations of the
Nomination Committee; the appointment of the Chairman
and the Chief Executive Officer; recommendations to the
shareholders on the appointment or removal of external
auditors after taking into consideration the recommendations
of the Audit Committee; and the appointment or removal of
the company secretary and the qualified accountant; and

e any matters determined by the Board to be material.

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

Under the first part of code provision D.1.2 of the CG Code,

an issuer should formalise the functions reserved to the board
and those delegated to management. In order to ensure full
compliance with this code provision, the division of the functions
between the Board and the Group’s management has been
formulated in writing and endorsed by the Board.

AUDIT COMMITTEE
At present, the Audit Committee consists of three independent
non-executive Directors namely:

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

Members of the committee are appointed by the Board amongst
the independent non-executive Directors only and the committee
consists of not less than three members. The Board considers that
each Audit Committee member has broad commercial experience
and together form a suitable mix of expertise in the legal, business
and accounting fields and that the composition and members of
the Audit Committee comply with the requirements under Rule
3.21 of the Listing Rules.
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The Audit Committee has the responsibilities and powers set forth
in its terms of reference. To maintain its independence, the Audit
Committee is required to have at least one meeting with the
external auditors without the executive Directors present within

a financial year. The function of the committee is to provide
assistance to the Board in fulfilling its oversight responsibilities to
shareholders, potential shareholders, the investment community
and other stakeholders relating to:

e the integrity of accounts and financial reporting process of
the Company;

o the assessment of the external auditors’ qualifications and
independence; and

o the performance of the Company’s internal audit function
and the performance of the external auditors.

The terms of reference of the Audit Committee are available for
inspection on the Company’s website at www.embryform.com.

During 2007, the Audit Committee met thrice. The attendance of
individual Directors at the committee meetings is set out on page
32 of this annual report.

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

(i)  review of the annual report and results announcement for
the year ended 31 December 2006, with a recommendation
to the Board for approval;

(i)  review of the external auditors’ independence and report,
with a recommendation to the Board for the re-appointment
of the external auditors at the 2007 annual general meeting;

(i) review of continuing connected transactions;

(iv) review of the interim report and the interim results
announcement for the six months ended 30 June 2007, with

a recommendation to the Board for approval;

(v) review of monthly reports submitted by the Internal Audit
Department;

(vi) consideration of audit and non-audit services provided by
the external auditors;
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(vii) review of financial reporting and internal control procedures;
and

(viii) recommendation to the Board on the appointment of
an independent accounting firm to assist the Group in
establishing its own internal control framework.

AUDITORS’ REMUNERATION

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

Services rendered Friz AR
Audit services BIZAR
Non-audit services IEEIZ RS
Total: BE

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

NOMINATION COMMITTEE

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

Ms. Cheng Pik Ho Liza (Chairman)
Mr. Lau Siu Ki

Mr. Lee Kwan Hung

Prof. Lee T.S.
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Members of the Nomination Committee are appointed by the
Board and the committee consists of a majority of independent
non-executive Directors. The main functions of the Nomination
Committee are to review the structure, size and composition of
the Board, to identify individuals who are suitably qualified to
become members of the Board, and to assess the independence
of the independent non-executive Directors. Having regard to the
independence and qualifications of nominees, the Nomination
Committee makes recommendations to the Board so as to ensure
that all nominations are fair and transparent. The Nomination
Committee is also responsible for reviewing the succession
planning of Directors, in particular the Chairman and the Chief
Executive Officer. The Board provides sufficient resources to the
Nomination Committee to enable it to discharge its duties.

The Nomination Committee met once in 2007 to assess the
independence of the independent non-executive Directors and

to make recommendations to the Board on the re-election of
Directors. The attendance of individual Directors at the committee
meeting is set out on page 32 of this annual report.

The terms of reference of the Nomination Committee are available
for inspection on the Company’s website at www.embryform.com.

REMUNERATION COMMITTEE

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

The Remuneration Committee at present has four members
comprising one executive Director and three independent non-
executive Directors, namely:

Ms. Cheng Pik Ho Liza (Chairman)
Mr. Lau Siu Ki

Mr. Lee Kwan Hung

Prof. Lee T.S.

The main function of the Remuneration Committee is to assist
the Board to oversee the Group’s remuneration packages and
establish a transparent procedure for developing policy on such
remuneration. The Board, after consultation with the Chairman of
the Remuneration Committee, provides sufficient resources to the
Remuneration Committee to enable it to discharge its duties.
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In recommending the remuneration of the Directors, the
Remuneration Committee makes reference to companies of
comparable business or scale, and the nature and volume of work
in order to compensate the Directors reasonably for their time and
efforts spent. The Remuneration Committee will regularly review
and make recommendations to the Board on the remuneration of
Directors and senior management.

The Remuneration Committee met twice in 2007. The attendance
of individual Directors at the meeting is set out on page 32 of this
annual report.

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

(i)  review of the remuneration of senior management;

(i)  recommendation to the Board on the adoption of a standard
employment letter for recruiting senior executives; and

(iii)  discussion on the grant of share options to employees.

The terms of reference of the Remuneration Committee are
available for inspection on the Company’s website at
www.embryform.com.

FINANCIAL REPORTING

The Board acknowledges its responsibility for the preparation

of the financial statements for each financial period, which shall
give a true and fair view of the state of affairs of the Company.
During the Review Period, the Board was not aware of any
material uncertainties relating to events or conditions that might
cast significant doubt upon the Company’s ability to continue

in business. Accordingly, the Board has prepared the financial
statements of the Company on a going concern basis.

All the Directors acknowledged their responsibility for preparing
the financial statements of the Company for the year ended 31
December 2007.

The statement of the auditors of the Company about their
reporting responsibilities on the financial statements of the Group is
set out in the Independent Auditors’ Report on pages 55 to 56.
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The Company announces its interim and annual results as soon
as reasonably practicable after the end of the relevant financial
period and the financial year pursuant to the requirements of
the Listing Rules, disclosing all such information as would enable
the Company's shareholders to assess the performance, financial
position and prospects of the Company.

INTERNAL CONTROL

The Board acknowledges that the objective of internal control

is to safeguard the Company’s assets against unauthorised use

or disposition and to ensure that the Company’s accounting
records are properly maintained and all the financial information is
accurate and reliable.

During the Review Period, the Board appointed an independent
accounting firm to review the effectiveness of the Group’s
governance processes by undertaking an assessment of its
governance controls including compliance with the CG Code,
and provision of general guidance and recommendations on
how to develop and establish its internal control framework; to
perform risk assessment and develop a 3-year internal audit plan
for the Group; to conduct an internal control review of the key
business processes in the manufacturing centre of the Group in
Changzhou, including sales and accounts receivables, purchases
and accounts payables, and inventory management and costing.
The findings and recommendations have been reviewed by the
members of the Audit Committee and the Board who are of
the view that the internal control system of the Group has been
established without the occurrence of any significant failure.

The Internal Audit Department of the Group was established

in April 2007 to provide independent assurance to the Board

and management on the adequacy and effectiveness of internal
controls for the Group. The internal audit director reports directly
to the Audit Committee.

The Board undertakes to periodically review the internal control

and risk management systems of the Group to ensure their
effectiveness and efficiency.
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INVESTOR RELATIONS AND COMMUNICATION WITH
SHAREHOLDERS

Since 2006, the Company has engaged a professional public
relations consultancy firm to organise various investor relations
programs aiming at increasing its transparency, enhancing
communication, increasing investors’ understanding of and
confidence in the Group’s business. It also aims at building
investors’ confidence in the Group's future developments and
promoting market recognition and support to the Company.

The Company recognises the importance of maintaining on-going
communication with its shareholders and encourages them to
attend annual general meetings to stay informed of the Group's
strategies and goals.

Under code provision E.1.2, the chairman of the board should
attend the annual general meeting. Due to other commitments
which must be attended to by Mr. Cheng Man Tai, he was not
able to attend the annual general meeting of the Company held
on 6 June 2007.
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The directors present their report and the audited financial
statements of the Company and of the Group for the year ended
31 December 2007.

PRINCIPAL ACTIVITIES

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

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 December 2007 and the
state of affairs of the Company and of the Group at that date are
set out in the financial statements on pages 57 to 142.

An interim dividend of HK2 cents per ordinary share was paid on
22 October 2007. The Directors recommend the payment of a
final dividend of HK6 cents per ordinary share in respect of the
year, to shareholders on the register of members on 2 June 2008.
This recommendation has been incorporated in the financial
statements as an allocation of retained profits within the equity
section of the balance sheet.

USE OF PROCEEDS FROM THE COMPANY'S INITIAL
PUBLIC OFFERING

The proceeds from the Company’s issue of new shares at the
time of its listing on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) in December 2006, after deduction of the
related issuance expenses, amounted to approximately HK$331
million and were placed in term deposits with licensed banks in
Hong Kong as at 31 December 2006. These proceeds were applied
during the year ended 31 December 2007 in accordance with the
proposed applications set out in the Company’s listing prospectus
dated 5 December 2006 (the “Prospectus”), as follows:
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USE OF PROCEEDS FROM THE COMPANY'S INITIAL

PUBLIC OFFERING (continued)

o approximately HK$38.8 million was used for the expansion
of the Group's sales network by net increasing 239 retail
outlets as at 31 December 2007;

o approximately HK$39.9 million was used for the
promotion and marketing of the Group’s products;

o approximately HK$79.4 million was used for the
establishment of a factory in Shandong, the PRC;

o approximately HK$6.8 million was used for the Group’s
product development;

o approximately HK$18.4 million was used for the
enhancement of the Group’s enterprise resources planning
system and other information technology systems; and

o approximately HK$9.3 million was used as additional
general working capital of the Group.

The remaining unused net proceeds amounted to approximately
HK$138.4 million and were temporarily placed in term deposits
with licensed banks in Hong Kong as at 31 December 2007.
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SUMMARY FINANCIAL INFORMATION
A summary of the published results and assets, liabilities and

minority interests of the Group for the last five financial years,

AEENBER AT BERIRAFRAHELE
BENCAMEENREE AERDBRERE

prepared on the basis as set out herein, is set out below. R EE YT o
RESULTS E4
Year ended 31 December
BE+-A=t-HLEE
2007 2006 2005 2004 2003
“EELF | ZTTREF  —TTRE —ZTTNF  —TT=
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAET FET FET FET FET
REVENUE Yzs 711,668 624,324 550,014 508,493 429,296
PROFIT BEFORE TAX BRE AR A 143,239 102,579 56,394 56,411 21,907
Tax GShic) (20,723) (19,974) (10,717) (11,861) (6,746)
PROFIT FOR THE YEAR FREEF 122,516 82,605 45,677 44,550 15,161
Attributable to: AT AT
Equity holders of the Company ~ AABIREZEHAA 122,516 81,105 44,431 42,143 14,668
Minority interests DB - 1,500 1,246 2,407 493
122,516 82,605 45,677 44,550 15,161
ASSETS, LIABILITIES AND MINORITY INTERESTS BE - - BERLERRER
As at 31 December
W+=A=+-R
2007 2006 2005 2004 2003
—EE2tE | CTTRE  —TTHE —TIWE —TT=
HK$°000 HK$°000 HK$'000 HK$°000 HK$°000
FET FET FET FET FEr
TOTAL ASSETS BERE 934,478 834,298 394,201 444,601 409,929
TOTAL LIABILITIES BEBE (95,018) (110,061) (107,835) (54,445) (61,267)
MINORITY INTERESTS DER R S - - (3,554) (6,570) (7,219)
839,460 724,237 282,812 383,586 341,443
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SUMMARY FINANCIAL INFORMATION (continued)

The summary of the consolidated results of the Group for each of
the three years ended 31 December 2003, 2004 and 2005 and
of the assets, liabilities and minority interests as at 31 December
2003, 2004 and 2005 has been extracted from the Prospectus.
Such summary was prepared as if the current structure of the
Group had been in existence throughout these financial years.
The consolidated results of the Group for the years ended 31
December 2006 and 2007 and the consolidated assets and
liabilities of the Group as at 31 December 2006 and 2007 are
those set out in the audited financial statements.

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

PROPERTY, PLANT AND EQUIPMENT AND
INVESTMENT PROPERTY

Details of movements in the property, plant and equipment, and
investment property of the Group during the year are set out in
notes 16 and 17 to the financial statements, respectively.

SHARE CAPITAL AND SHARE OPTIONS

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

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company'’s articles of association or the laws of the Cayman
Islands which would oblige the Company to offer new shares on a
pro-rata basis to existing shareholders.
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PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company'’s listed securities during
the year.

RESERVES

Details of movements in the reserves of the Company and of the
Group during the year are set out in note 32(b) to the financial
statements and in the consolidated statement of changes in
equity, respectively.

DISTRIBUTABLE RESERVES

At 31 December 2007, the Company's reserves available for
distribution, calculated in accordance with the Companies

Law, Chapter 22 (Law 3 of 1961, as consolidated and revised)

of the Cayman Islands, amounted to HK$736,601,000, of

which HK$24,000,000 has been proposed as a final dividend

for the year. The amount of HK$736,601,000 includes the
Company’s share premium account and contributed surplus of
HK$710,488,000 in aggregate at 31 December 2007, which may
be distributed provided that immediately following the date on
which the dividend is proposed to be distributed, the Company
will be in a position to pay off its debts as and when they fall due
in the ordinary course of business.

MAJOR CUSTOMERS AND SUPPLIERS

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

None of the directors of the Company or any of their associates or
any shareholders (which, to the best knowledge of the directors,
own more than 5% of the Company’s issued share capital) had
any beneficial interest in the Group's five largest customers or
suppliers.
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DIRECTORS
The directors of the Company during the year were:

Executive directors

Mr. Cheng Man Tai (Chairman)

Ms. Cheng Pik Ho Liza (Chief executive officer)
Madam Ngok Ming Chu

Mr. Hung Hin Kit

Independent non-executive directors
Mr. Lau Siu Ki

Mr. Lee Kwan Hung

Prof. Lee T.S.

In accordance with article 108(A) of the Company's articles

of association, Mr. Hung Hin Kit, Mr. Lau Siu Ki and Mr. Lee
Kwan Hung will retire by rotation and, being eligible, will offer
themselves for re-election at the forthcoming annual general
meeting.

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

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the directors of the Company and the
senior management of the Group are set out on pages 26 to 28
of the annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive directors has entered into a service
agreement with the Company for a term of three years
commencing on 1 December 2006. Each of the independent non-
executive directors has been appointed for a term of two years
commencing on 25 November 2006.

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

Apart from the foregoing, no director proposed for re-election at
the forthcoming annual general meeting has a service contract
with the Company which is not determinable by the Company
within one year without payment of compensation, other than
statutory compensation.

EMOLUMENT POLICY AND DIRECTORS’
REMUNERATION

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

The principal elements of the Group’s remuneration packages

include basic salaries, discretionary bonuses and housing benefits.

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

DIRECTORS’ INTERESTS IN CONTRACTS

Save for transactions as disclosed in note 12 to the financial
statements, no director had a material interest, either directly or
indirectly, in any contract of significance to the business of the
Group to which the Company, its holding company or any of its
subsidiaries and fellow subsidiaries was a party during the year.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN

SHARES AND UNDERLYING SHARES

At 31 December 2007, the interests and short positions of

the directors in the share capital and underlying shares of the
Company or its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFQ")),
as recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model

s

— ==

Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code"), were as follows:
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ESRKROREERONVESE AR

tEFT-A=1+—HB EFRARQA
FEMEAE (EE R ES M EHRI([7E %5
NG GG ) EXVER) RARARB R h HEE
AR AR RBIRIEE T MG RIS 3528017
EMERMARNER AR  HERBEETR
AERETESFRZORETA([RETRID)
BARNRE R TEES FOREANT

Long positions in ordinary shares of the Company: RNEQATEERNTE :
Percentage of
Number of the Company’s
Capacity and Shares/equity shares/equity issued share
Name nature of interest derivatives derivatives held capital
B4, BRAE iRy, BE (HEARSRT
HE SO RESENE PTET A TTETA¥E RAWE DL
Mr. Cheng Man Tai Interest of controlled Ordinary shares 287,550,850 71.83
B RE & __corporations (Note 1)
SPEEIA S L@k (Mit1)
BenechiaI owner Share options 873,000 0.22
BERBEAA (Note 2)
fERRRE (A1at2)
Ms. Cheng Pik Ho Liza Beneficial owner Ordinary shares 7,813,555 1.95
BEE L EmBAA Rk
Beneficial owner Share options 500,000 0.12
EREAA (Note 2)
fEhiE (Mfat2)
Madam Ngok Ming Chu Interest of controlled Ordinary shares 287,550,850 71.83
ERRTRZ T __corporations (Note 1)
SPEEIA S L@k (Mit1)
BenechiaI owner Share options 773,000 0.19
BERBEAA (Note 2)
fERRRE (A1at2)
Mr. Hung Hin Kit Beneficial owner Share options 332,000 0.08
B LS EmBAA (Note 2)
MBRRHE (A/at2)
Mr. Lau Siu Ki Beneficial owner Share options 68,000 0.02
BIAESLAE BEmBEAA (Note 2)
BB (Hrat2)
Mr. Lee Kwan Hung Beneficial owner Share options 68,000 0.02
TR E BE=EBA (Note 2)
fERRRE (A1at2)
Prof. Lee T.S. Beneficial owner Share options 68,000 0.02
BRAEHE E=EBA (Note 2)

B (rat2)
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES (continued)

ESRRORMEERONVESERAR(E)

Long positions in shares of an associated corporation: NEE EERONETE :
Percentage of
the associated
Name of Relationship Shares/ Capacity corporation’s
associated with the equity Number of and nature issued share
Name corporation Company derivatives  shares of interest capital
i3/ i 270 EREEEE T
HE HEEE A HEANRMEE TEIR RABEE BnME BREAMNED
Mr. Cheng Man Tai Harmonious Ultimate Ordinary 57.91 shares of Directly 59.09
BEREE World Limited holding shares US$1 each beneficially
("Harmonious company LiEmR 57.91RERAEE owned
World") BIERAT) 1R BEEBHER
Madam Ngok Ming Chu  Harmonious Ultimate Ordinary 40.09 shares of Directly 40.91
ER%L L World holding shares US$1 each beneficially
company LiEmR 40.09 G R AE owned
BIERAT) 1R BEEBHEAR
Notes: st -
1. These shares are held as to 286,279,660 shares by Harmonious World and as 1. #Z % & 9 9 B B Harmonious World & Fairmout

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

2. These represent the number of shares which will be allotted and issued to the
respective directors upon the exercise of the share options of a pre-initial public
offering share option scheme (the “Pre-IPO Scheme”) granted to each of them.

In addition to the above, certain directors have non-voting
deferred shares in a subsidiary of the Company.

Save as disclosed above, as at 31 December 2007, none of

the directors had registered an interest or short position in the
shares, underlying shares of the Company or any of its associated
corporations that was required to be recorded pursuant to Section
352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the section “Directors’ interests and short
positions in shares and underlying shares” above and in the
section “Share option scheme” below, at no time during the year
were rights to acquire benefits by means of the acquisition of
shares in or debentures of the Company granted to any director or
their respective spouse or minor children, or were any such rights
exercised by them; or was the Company, its holding company

or any of its subsidiaries and fellow subsidiaries a party to any
arrangement to enable the directors to acquire such rights in any
other body corporate.

SHARE OPTION SCHEME

The Company adopted a share option scheme and the Pre-IPO
Scheme. Details of these schemes are set out in note 31 to the
financial statements.

No share options were granted during the year.

Details of the share option movements during the year are
separately disclosed in note 31 to the financial statements.

SUBSTANTIAL SHAREHOLDERS' AND OTHER PERSONS’
INTERESTS IN SHARES AND UNDERLYING SHARES

At 31 December 2007, the following interests of 5% or more of
the issued share capital of the Company (other than the directors
of the Company) were recorded in the register of interests
required to be kept by the Company pursuant to Section 336 of
the SFO:

Long positions:
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K

RZEE+F+-A=+—H U TFTAL(K
NABEBRINRARRBHETRARES
5% 3 A B AR BRI 55 5 % B 1615
F336ETFEMELMAAIRESS

HR:
Percentage of
Capacity Number of the Company’s
and nature ordinary issued share
Name of interest shares held capital
HARARE BT
A SO RERNE FREERREE RAENE DL
(Note)
(Hizt)
Harmonious World Directly beneficially owned 286,279,660 71.51
BEEERHER
Fidelity International Limited Investment manager 28,729,000 7.18

RERE

Note: The relationship between Harmonious World and Mr. Cheng Man Tai and
Madam Ngok Ming Chu is disclosed under the heading “Directors’ interests
and short positions in shares and underlying shares” above.
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SUBSTANTIAL SHAREHOLDERS' AND OTHER PERSONS’
INTERESTS IN SHARES AND UNDERLYING SHARES
(continued)

Save as disclosed above, as at 31 December 2007, no person,
other than the directors of the Company, whose interests are set
out in the section headed “Directors’ interests and short positions
in shares and underlying shares” above, had registered an

interest or short position in the shares or underlying shares of the
Company that was required to be recorded pursuant to Section
336 of the SFO.

SUFFICIENCY OF PUBLIC FLOAT

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

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

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

Connected transactions

On 27 November 2007, Embry Group Limited, a direct wholly-
owned subsidiary of the Company, entered into an agreement
(the "Disposal Agreement”) with Sinowide Investments Limited, a
connected company, to dispose of the entire issued share capital
of Embry Development Limited (“EDL"), an indirect wholly-owned
subsidiary of the Company of which the principal asset is an
industrial complex via its wholly-owned subsidiary, Changzhou
Embry Development Limited (“CZ Embry Development”), for a
consideration of HK$56 million.

On 28 December 2007, the independent shareholders’ approval
for the above transaction was obtained at the extraordinary
general meeting of the Company and on 31 December 2007,
the transaction to dispose of EDL was completed. Further details
of the transaction are set out in note 12(b) to the financial
statements.
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CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS (continued)

Connected transactions (continued)

Further, on the same date of entering into the Disposal
Agreement, Embry (Changzhou) Garments Ltd., an indirectly
wholly-owned subsidiary of the Company, entered into a tenancy
agreement (the “Tenancy”) with CZ Embry Development to lease
its industrial complex. This connected transaction would only be
subject to the reporting and announcement requirements and is
exempt from the independent shareholders’ approval requirement
under the Listing Rules. Upon the completion of the Disposal
Agreement, the Tenancy became effective on 1 January 2008.
Details of this connected transaction of the Group are set out in
note 12(b) to the financial statements.

In respect of the above mentioned connected transactions,

the directors confirm that the Company has complied with the
disclosure requirements in accordance with Chapter 14A of the
Listing Rules during the year under review.

Continuing connected transactions

During the year, the Group had purchased furniture for counters
and shops from related companies, and leased a warehouse from
a director of the Company. Details of these continuing connected
transactions of the Group are set out in notes 12(a)(i) and (ii) to
the financial statements.

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

(M in the ordinary course and usual course of business of the
Group;
(2) on normal commercial terms or terms no less favourable

to the Group than terms available to or from independent
third parties; and

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

The transaction amounts in respect of the continuing connected
transactions mentioned above during the year under review have
not exceeded the annual cap for that transaction.

Report of the Directors (continued)

EFemE (A

BEXZRFEBRERS (&)

RERS (&)

AN - RETZHEHER B - AARFEE2E
M AR ZFT (BN REBR AR EEIMNZ
FFTERIIZ-BEAERR(HESED - A
HEBRMZATERNTEARE - IWAFER
SRAET ETRRIN AR L AMHRE - R
HRESBELRRAOME - REEBZE T
% MEFER_ZTN\F-A—HLER- It
BAREEBEXZNFBHN P ERRME
12(b) °

EEMARNRANOBEFECH LARER S
A ERAIEVAAZFIE I EIRE

HEREXS
RER - AEBRA RE R REE R KRR
ZEM - WMARR U EEHERE - ZF
AEERBERER ZOFIBHN BRI
12(a)(i) K ii) ©

ST EE DR E TR BB 14A 371
BHRSRERERS  TRARSHENE
25

(1) RAEEREBEN—REKBEPIT

<t %

) EBREEEFITBERAEERHE
BB =T REENGRKETL &

() BEEEXSHEBIRINEMHE
BAFAERAFAR IEBREFS
B IEFRET L ©

PR EFEREREEERINR S SHE
WEHBIBZ X ZNFE LR -

RAFERERDRF —TTLFER

53



CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS (continued)

Continuing connected transactions (continued)

In respect of the continuing connected transactions mentioned
above, the directors confirm that the Company has complied with
the disclosure requirements in accordance with Chapter 14A of
the Listing Rules during the year under review.

The Company has also received a letter from the auditors in
respect of the transactions stating that:

(M the transactions have received the approval of the
Company's board of directors;

(2) the transactions have been entered into and conducted in
accordance with the relevant agreements governing the

transactions; and

(3) the annual amounts of the transactions have not exceeded
the cap disclosed in the Prospectus.

AUDITORS

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

ON BEHALF OF THE BOARD

Cheng Man Tai
Chairman

Hong Kong, 16 April 2008
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Independent Auditors’ Report

IR Gl e

Ell ERNST & YOUNG

% kR ® 3t 8w F B O

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

We have audited the financial statements of Embry Holdings
Limited set out on pages 57 to 142, which comprise the
consolidated and company balance sheets as at 31 December
2007, and the consolidated income statement, the consolidated
statement of changes in equity and the consolidated cash flow
statement for the year then ended, and a summary of significant
accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation
and the true and fair presentation of these financial statements
in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
and the disclosure requirements of the Hong Kong Companies
Ordinance. This responsibility includes designing, implementing
and maintaining internal control relevant to the preparation

and the true and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the
circumstances.

AUDITORS’ RESPONSIBILITY

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

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

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

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

OPINION

In our opinion, the financial statements give a true and fair

view of the state of affairs of the Company and of the Group

as at 31 December 2007 and of the Group'’s profit and cash
flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Ernst & Young

Certified Public Accountants

18th Floor

Two International Finance Centre
8 Finance Street, Central

Hong Kong, 16 April 2008
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Cﬁonsol\i/dated Income Statement
e IEs

Year ended 31 December 2007
HE-ZZ+HF+_A=1T—HItFE

2007 2006
—ETLEF —ETRF
Notes HK$’000 HK$°000
Kz FET FEIT
REVENUE &= 5 711,668 624,324
Cost of sales SHE RN (160,123) (145,581)
Gross profit EF 551,545 478,743
Other income and gains E AU A Rz 6 69,240 11,006
Selling and distribution expenses SHE R DY (396,846) (330,068)
Administrative expenses ITHAX (80,439) (52,711)
Other expenses HAbfE (143) (2,846)
Finance costs B & B AN 7 (118) (1,545)
PROFIT BEFORE TAX BRBE A A 8 143,239 102,579
Tax 18 11 (20,723) (19,974)
PROFIT FOR THE YEAR FERF 122,516 82,605
Attributable to: AT AL, :
Equity holders of the Company RABIERFFE A 13 122,516 81,105
Minority interests DERR R = 1,500
122,516 82,605
DIVIDENDS ’RE 14 32,000 24,000
EARNINGS PER SHARE ATTRIBUTABLE BATERBFEA
TO EQUITY HOLDERS OF BheREF
THE COMPANY 15
— Basic (HK cents) — &R (B 30.63 26.69
— Diluted (HK cents) —#E (OBI) 30.29 26.68
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Consolidated Balance Sheet

e EERER

31 December 2007
—TTHF+-A=1+—H

58

2007 2006
—EELHF “EBERF
Notes HK$000 HK$'000
ik FET FEIT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BE MR 16 164,294 79,518
Investment property BEE 17 31,000 27,700
Prepaid land lease payments E LA E B 18 3,730 5,741
Other deposits HEhizs 21 1,988 13,132
Total non-current assets ERBEERE 201,012 126,091
CURRENT ASSETS mEEE
Inventories =8 19 295,959 227,969
Trade receivables FEWE 5 HRR 20 31,912 34,967
Prepayments, deposits and BAFEIR - Re Kk
other receivables o fEURIE 21 33,948 14,046
Due from a related company JE UK —EIRAE A A FE 22 22,400
Cash and cash equivalents BEREEEEY 24 349,247 431,225
Total current assets TmENEEAAE 733,466 708,207
CURRENT LIABILITIES nREEE
Trade and bills payables ENE SR REMEZE 25 32,842 25,283
Tax payable FEf TR 3,604 4,212
Other payables and accruals ﬁﬂfgﬁfﬁlﬁﬁﬁﬁﬁlﬁ 26 52,652 50,851
Interest-bearing bank loans, secured .:Jr SIR1TER - AEE 27 - 4,242
Total current liabilities mENEEAE 89,098 84,588
NET CURRENT ASSETS REEEFE 644,368 623,619
TOTAL ASSETS LESS CURRENT BEERRBES
LIABILITIES 845,380 749,710
NON-CURRENT LIABILITIES FRBEE
Interest-bearing bank loans, secured SHRRITER - Ak 27 - 20,228
Deferred liabilities MLEE 28 3,388 3,395
Deferred tax liabilities BEFHIEAE 29 2,532 1,850
Total non-current liabilities ERBEERE 5,920 25,473
Net assets BEFE 839,460 724,237
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Consolidated Balance Sheet (continued)
meBEEBREKRE)

31 December 2007
T tF+-A=1+—H

2007 2006
—EELEF ZETREF
Notes HK$’000 HK$'000
HiF FET FET
EQUITY =
Equity attributable to equity RABEZFEA
holders of the Company Eib s
Issued capital B EITIRA 30 4,003 4,000
Reserves HiE 32(a) 811,457 696,237
Proposed final dividend R R HIRR B, 14 24,000 24,000
Total equity BT 839,460 724,237
Cheng Man Tai Cheng Pik Ho Liza
BB BREESE
Director Director
e EE
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Consolidated Statement of Chan

A= N\ 7/
/ \ T pd \/umn\@%
m

Year ended 31 December 2007
HE-ZZ+HF+_A=1T—HItFE

Attributable to equity holders of the Company

ges Iin Equity

ARTRERE AR 2RE
Enterprise
expansion
and
Share Asset  statutory  Exchange Share Proposed
Issued  premium Contributed revaluation reserve fluctuation  Goodwill option  Retained final Minority Total
capital  account  surplus  reserve funds  reserve  reserve  reserve profits  dividend Total interests equity
BEEf, LRERR  EXRE BHE #i 8
BRRA ROEER E4E% B tedke B HERE B REEN  ABRR at  RREE s
Notes  HK$'000  HKS000  HKS'000  HKS000  HK$'000  HKS000  HKS'000  HKS000  HK$'000  HKS000  HK$'000  HKS'000  HKS'000
Wit FEr A1 AT AT FEr AT AT i FEr i/ i AT AT
(note 32(3)) (note 32()) (note 32(a))
(W32 (Hii#526) (H:#32)
At 1 January 2007
4,000 327,270 122,610 2539 12,657 8,561 (3,168) 584 225,184 24,000 724,231 - 124,237
Exchange realignment EX#E - - - - - 2,49 - - - - 2,49 - 2,49
Totalincome and RNEREAZ
expense recognised Wi e
in equity - - - - - 22,49 - - - 2249 - 22,494
Profit for the year FEET - - - - - - - - 122516 - 12516 - 122516
Totalincome and RER 2R
expense for 4
the year - - - - 2,49 - - 122516 - 145,010 - 145,010
Disposal of subsidiaries LEMBAF 30 - - - - 90)  @581) - - 920 - (4,581) - (4,581)
Issue of shares L) 3000) 3 1970 - - - - - (1,404) - - 569 - 569
Equitysettled share B
option armangements BiRERE 3 - - - - - - - 6,25 - - 6,225 - 6,225
Share options lapsed BRERN - - - - - - - (36) 3% = = = =
Final 2006 dvidend declared ~ ER =T/
AERE = = = = = = = = = (24,000 (24,000) - (24,000)
Interim 2007 dividend ZRRtE
hERE 14 = = = - - - - - (8,000) - (8,000) - (8,000)
Proposed final 2007 HE-STLE
diidend RERS 14 - - - - - - - - (40000 24000 - - -
Transfer from retained profits  EAERZH - - - - 3 - - = (31) 5 = o =
At 31 December 2007
4003 329240t 122610 2,539* 11,768 26474 (3,168)* 5369* 316625 24000 839460 - 839460
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Consolidated Statement of Changes in Equity (continued)
SARREDE (8)

Year ended 31 December 2007

HE-TTLF+-A=1+—HILFE

Attributable to equity holders of the Company

ARTRERE AR 2RE

Enterprise

expansion

and

Share Asset  statutory  Exchange Share Proposed
Issued  premium Contributed revaluation reserve fluctuation  Goodwill option  Retained final Minority Total
capital  account  surplus  reserve funds  reserve  reserve  reserve profits  dividend Total interests equity
BEEf, LRERR  EXRE BHE #i 8

BRfiRA RiEEE ESHER i rEhfe L ff  REEN  RHES & BRER 4R
Notes HKS000  HKS'000  HKS000  HKSOOD  HKSOOD  HKSO0D  HKSO00  HKSO00  HKS000  HKS'000  HKS000  HKS'000  HKS'000
kit FET  TET  TEr  TAT  TET  Tér  TET  TET Tt TAT  TEr  TET TEL

(note 32(3)) (note 32()) (note 32(a))
(W32 (Hii#526) (H:#32)
At 1 January 2006 RZZENE
-A-A 200 - 101,769 2539 12,657 736 (3,168) - 168,079 - 282,812 3,554 286,366
Exchange relignment EX#E - - - - - 7825 - - - - 7825 (54) ALl
Totalincome and RERHRL
expense recognised Wi e
in equity - - - - - 7,825 - - - - 7,825 (54) Ul
Profit for the year FEET - - - - - - - - 81105 - 8105 1500 82605
Totalincome and KERL
expense for Wi e
the year - - - - - 7825 - - 81,105 - 88,930 1,446 90,376
Acquisiton of Y Y
minority interests RFiER 336) - - 5,000 - - - - - - - 5,000 (5,000) -
Setflement of anadvance  EERE
from the utimate BRAR
holding company B3 336) - - 15841 - - - - - - - 15,841 - 15,841
Capitaisation Issue BRI 06 2800 (2,800) - - - - - - - - - - -
Issue of shares for IREERE
cash consideration Bkl 300 1000 361,000 - - - - - - - - 36000 - 3,000
Share issue expenses EGTOERS - (30930 - - - - - - - - (30930 - (30,930)
Equity-settled share L35
option arrangements BiREzE o - - - - - - - 584 - - 584 - 584
Proposed final 2006 RE-ZINE
dividend FARE 14 - - - - - - = - (240000 24000 - - -
At 31 December 2006 RIZTRE
+=A=1-H 4,000 327,200 122,610* 2,539% 12,657 8,561* (3,168)* 584*  225,184* 24,000 724231 - 124,31
b These reserves accounts comprise the consolidated reserves of * WEFER RS BEERBXZTBIZAE EE
HK$811,457,000 (2006: HK$696,237,000) in the consolidated balance 811,457,000% 7t ( = ZEE X4 : 696,237,000%
sheet. ) °

RAFERERAA —TTLFFR 61



62

Consolidated Cash Flow Statement

= AL /\Qiigiig
/Z\v =) E/Eui//lbi

Year ended 31 December 2007
HE-ZZ+HF+_A=1T—HItFE

2007 2006
“ETtEF ZETRF
Notes HK$000 HK$°000
HiaF FET FET
CASH FLOWS FROM OPERATING REXBCRERE
ACTIVITIES
Profit before tax BR B AT A 143,239 102,579
Adjustments for: FHEE
Finance costs BB 7 118 1,545
Bank interest income SRITHIBUA 6 (11,935) (2,869)
Depreciation e 8 10,342 9,029
Amortisation of prepaid land T T4 & FRIE
lease payments S 8 62 59
Loss on write-off of items of property, iS5 « B &
plant and equipment RAEIEE 2 E1E 8 152 101
Gain on disposal of items of property, HEDE  KE R
plant and equipment RAEIE B 2 s 8 - (6)
Impairment of trade receivables JEWE 2R FURIE 8 (316) 629
Provision for obsolete inventories, net REFERE 258 8 9,075 1,787
Changes in fair value of RWEMENTFEE
an investment property 6 (3.300) (2,200)
Gain on disposal of subsidiaries B A RIS 6 (41,998) =
Equity-settled share option expenses VAR 2 1< 2 R A 1
FiFa 31 6,225 584
111,664 111,238
Increase in inventories FEIEN (77,065) (24,688)
Decrease/(increase) in trade receivables  FBUE ZERFOR A (1840) 3,371 (13,377)
Increase in prepayments, deposits TERFIR -« iRe REA
and other receivables JE U RIEE AN (5,095) (3,142)
Increase/(decrease) in trade and JERTE 5 BRI FELSS
bills payables =N, (R A) 7,559 (15,666)
Increase in other payables and accruals — Eofth (< 5k I8 K2
FEGHFRIAIE AN 1,928 24,210
Decrease in deferred liabilities BB ERD (7) (1,227)
Cash generated from operations KEFSIRE 42,355 77,348
Hong Kong profits tax paid EASTEBREH (418) (469)
Overseas tax paid BAIESMEIR (20,231) (17,081)
Net cash inflow from operating activities #&& %2 IRE
AR 21,706 59,798
CASH FLOWS FROM INVESTING RETBH2HERE
ACTIVITIES
Interest received = EIRS) 8,241 2,869
Purchases of items of property, BEWE BEX
plant and equipment REEE 16 (101,284) (7,875)
Deposits paid for land use rights FA SR AR
ZRE 35 - (16,647)
Proceeds from disposal of items of HEYE  BER
property, plant and equipment St 2 FTS5RIA - 6
Proceeds from disposal of HEMBARZ
subsidiaries, net FTiS5E @ 558 33(b) 31,070 =
Increase in non-pledged time deposits REARRREE &
with original maturity of more than iR =1E Az EE
three months when acquired TE HRTF ERE 00 24 (100,000) =
Net cash outflow from investing activities 1% & &E) 2 I & 7 i F 58 (161,973) (21,647)
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Consolidated Cash Flow Statement (continued)

BARSRER (&)
Year ended 31 December 2007
BE-TT+F+-_A=1+—HLFE

2007 2006
—ETLHF —ETREF
Notes HK$000 HK$000
Hiat FET FET
CASH FLOWS FROM FINANCING RETHZRERE
ACTIVITIES
Dividends paid to minority shareholders [ ERER S (2 i 8 = (3,810)
Advance from the ultimate S-Sl UNCIEE
holding company 33(a) - 15,841
Proceeds from issue of shares P& BTS20 30(g) 569 362,000
Share issue expenses P& EETRI L - (30,930)
Dividends paid BN E (32,000) =
Interest paid BAFLE (118) (1,545)
Repayment of bank loans BEBFITER (24,470) (3,705)
Net cash inflow/(outflow) from MEEBZHERA
financing activities Cmi) - F58 (56,019) 337,851
NET INCREASE/(DECREASE) INCASH RE&ERELZEY 2
AND CASH EQUIVALENTS B, ) B8 (196,286) 376,002
Cash and cash equivalents FzRE R
at beginning of year REEEY 431,225 49,510
Effect of foreign exchange EXREE L FHE
rate changes, net 14,308 5,713
CASH AND CASH EQUIVALENTS FRZEER
AT END OF YEAR REEEY 249,247 431,225
ANALYSIS OF BALANCES OF CASH ReRRESEEDES
AND CASH EQUIVALENTS 2o
Cash and bank balances R& RIRITEER 24 145,281 87,891
Non-pledged time deposits with REARRIEE &
original maturity of less than ={E A ALz R
three months when acquired TE BifF K 24 103,966 343,334
249,247 431,225
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Balance Sheet
BEBRER

31 December 2007
—TTHF+-A=1+—H

2007 2006
—EEE —ETRF
Notes HK$°000 HK$'000
ik FET FET
NON-CURRENT ASSETS FRBEE
Interests in subsidiaries M B A F) 2 s 23 641,301 400,355
CURRENT ASSETS REBEE
Prepayments, deposits and BAFEIR - Bek
other receivables Ho A e W GRTE 21 2,679 590
Cash and cash equivalents ReMESEEY 24 102,755 316,445
Total current assets M EERE 105,434 317,035
CURRENT LIABILITIES REBAE
Other payables and accruals H b FE (S 5RIE &
FERTFIE 26 762 4,365
NET CURRENT ASSETS REBEEFE 104,672 312,670
Net assets BESE 745,973 713,025
EQUITY R
Issued capital BT 30 4,003 4,000
Reserves (e 32(b) 717,970 685,025
Proposed final dividend FORARHAAR B 14 24,000 24,000
Total equity AR 745,973 713,025

Cheng Man Tai
ERESR
Director

BZ
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Cheng Pik Ho Liza
BREE
Director
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Notes to Financial Statements
uhvie el ERE

31 December 2007
—TTHF+-A=1+—H

2.1.

CORPORATE INFORMATION 1.
The Company was incorporated as an exempted company
with limited liability in the Cayman Islands on 29 August
2006 under the Companies Law, Chapter 22 (Law 3

of 1961, as consolidated and revised) of the Cayman
Islands. The registered office of the Company is located

at Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, the Cayman Islands and the principal
place of business of the Company is located at 7th Floor,
Wyler Centre Il, 200 Tai Lin Pai Road, Kwai Chung, New
Territories, Hong Kong.

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

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

BASIS OF PREPARATION 2.1
These financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
("HKFRSs") (which include all Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
("HKASs") and Interpretations) issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA"),
accounting principles generally accepted in Hong Kong
and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under
the historical cost convention, except for the investment
property, which has been measured at fair value. These
financial statements are presented in Hong Kong dollars
and all amounts are rounded to the nearest thousand
(HK$'000) except where otherwise indicated.

REEH
RRABIRZZEZRENAZTNAAR
BREHEEFE2ERAE(—AR—
FEPI=  Bixa RIERT) ML
REBRER AR » A2RAFIE M
PR Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman
KY1-1111, the Cayman lIslands ° M Zx
NAMEZEEME ST B RZER
REFBE2005:E w0 ZEA7#2 -

ARRIMEBEHRINEZR - B
I=NSIEVERE v SN
RETFE23 - FAREE M T2 XKL

AN ") AHarmonious World Limited
([Harmonious World ]) By M E A ] -
Harmonious World /& /@R 2 A S
([RBRXZHE FMEKIH AR -
EE AHarmonious World A28 2 &)
R ASIER A A] ©

2IEE
ZEMBHRRBBEEEGTMRE
(BEEMAg])BANETBNE
BELA(EEFBRELR D (B
PIBERRBUEHRELER - BEGFE
A(MEBEER ) REE)  FE
ARG R RBRRBGEIRER
EMmE - ZEMBRRBRIBE LKA
AR HEREMEARE R FER
£ - (R BIER - ZEMBERRIA
BILEN  ASEEREERER
FrR(FET) -
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2.1.

2.2

BASIS OF PREPARATION (continued)

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year
ended 31 December 2007. The results of subsidiaries are
consolidated from the date of acquisition, being the date
on which the Group obtains control, and continue to

be consolidated until the date that such control ceases.
All significant intercompany transactions and balances
within the Group are eliminated in the preparation of the
consolidated financial statements.

Minority interests represent the interests of outside
shareholders not held by the Group in the results and net
assets of the Company'’s subsidiaries.

IMPACT OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

The Group has adopted the following new and revised
HKFRSs for the first time for the current year's financial
statements. Except for in certain cases, giving rise to new
and revised accounting policies and additional disclosures,
the adoption of these new and revised standards and
interpretations has had no material effect on these
financial statements.

HKFRS 7 Financial Instruments: Disclosures

HKAS 1 Amendment Capital Disclosures

HK(IFRIC)-Int 8 Scope of HKFRS 2

Reassessment of Embedded
Derivatives

HK(IFRIC)-Int 9

HK(IFRIC)-Int 10 Interim Financial Reporting and

Impairment
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2.2

IMPACT OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (continued)
The principal effects of adopting these new and revised
HKFRSs are as follows:

(a)

(b)

(9]

HKFRS 7 Financial Instruments: Disclosures

This standard requires disclosures that enable
users of the financial statements to evaluate the
significance of the Group's financial instruments
and the nature and extent of risks arising from
those financial instruments. The new disclosures
are included throughout the financial statements.
While there has been no effect on the financial
position or results of operations of the Group,
comparative information has been included/revised
where appropriate.

Amendment to HKAS 1 Presentation of
Financial Statements — Capital Disclosures
This amendment requires the Group to make
disclosures that enable users of the financial
statements to evaluate the Group’s objectives,
policies and processes for managing capital. These
new disclosures are shown in note 36 to the
financial statements.

HK(IFRIC)-Int 8 Scope of HKFRS 2

This interpretation requires HKFRS 2 to be applied
to any arrangement in which the Group cannot
identify specifically some or all of the goods or
services received, for which equity instruments
are granted or liabilities (based on a value of the
Group's equity instruments) are incurred by the
Group for a consideration, and which appears

to be less than the fair value of the equity
instruments granted or liabilities incurred. As the
Company has only issued equity instruments to
the Group's employees for their services provided
in accordance with the Company’s share option
schemes, the interpretation has had no effect on
these financial statements.

Notes to Financial Statements (continued)

2.2

SRR M EE (48)
31 December 2007
T tF+-A=1+—H

AT REEIEBUBHREER
- Z 1€ -))

RN EN RRERTBAR B RS

R TRZEMT

(a)

(b)

(9]

EBMBEREEAEIRSH
I8 EE

2 ZERIFE TE 1B 3 3R LA o BT B
BmEREAEETHAEES
BMTEZEZHUNRZESR
TEFEAZRAKRIES X6
o LEMW R E BTN
TEMERA - AREAEEZ B
RS B E 2
HBRERE FEHAEER]
(iER) o

BEEFERE 1R (KRBT
MBHR 225 -EXKE
ZIEFTREAREEHKEIN
REFH B 2 (£ AE SR
HAEEEEEARAZBR K
KIBIE - ZFHRBECHRN
BATEERRMTRES6 ©

R (AR BHRERBESR
) -REFESREBUBRE
ERISE25% 2 EE

SR BEHE  BAMBRESE
AIZE25R A8 AR AN B A
AR RIS EE WA '
MR < (B 25 - MAE
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2.2 IMPACT OF NEW AND REVISED HONG KONG 2.2
FINANCIAL REPORTING STANDARDS (continued)
(d) HK(IFRIC)-Int 9 Reassessment of Embedded
Derivatives

This interpretation requires that the date to assess
whether an embedded derivative is required

to be separated from the host contract and
accounted for as a derivative is the date that

the Group first becomes a party to the contract,
with reassessment only if there is a change to

the contract that significantly modifies the cash
flows. As the Group has no embedded derivative
requiring separation from the host contract, the
interpretation has had no effect on these financial
statements.

(e) HK(IFRIC)-Int 10 Interim Financial Reporting
and Impairment

The Group has adopted this interpretation as of 1
January 2007, which requires that an impairment
loss recognised in a previous interim period in
respect of goodwill or an investment in either an
equity instrument classified as available-for-sale or
a financial asset carried at cost is not subsequently
reversed. As the Group had no impairment losses
previously reversed in respect of such assets, the
interpretation has had no impact on the financial
position or results of operations of the Group.

2.3 IMPACT OF ISSUED BUT NOT YET EFFECTIVE 2.3
HONG KONG FINANCIAL REPORTING
STANDARDS
The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in
these financial statements.

HKFRS 2 Amendment Share-based Payment — Vesting
Conditions and Cancellations '

HKFRS 3 (Revised) Business Combinations ?

HKFRS 8 Operating Segments '
HKAS 1 (Revised) Presentation of Financial
Statements '

HKAS 23 (Revised) Borrowing Costs !

HKAS 27 (Revised) Consolidated and Separate
Financial Statements 2
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2.3

IMPACT OF ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL REPORTING

STANDARDS (continued)

HK(IFRIC)-Int 11 HKFRS 2 — Group and Treasury
Share Transactions®

HK(IFRIC)-Int 12 Service Concession Arrangements?

HK(IFRIC)-Int 13 Customer Loyalty Programmes’

HKAS 19 — The Limit on a Defined
Benefit Asset, Minimum
Funding Requirements and their
Interaction?

HK(IFRIC)-Int 14

! Effective for accounting period beginning on 1 January 2009
2 Effective for accounting period beginning on 1 January 2010

3 Effective for accounting period beginning on 1 January 2008

The amendment to HKFRS 2 restricts the definition of
“vesting condition” to a condition that includes an explicit
or implicit requirement to provide services. Any other
conditions are non-vesting conditions, which have to

be taken into account to determine the fair value of the
equity instruments granted. In the case that the award
does not vest as the result of a failure to meet a non-
vesting condition that is within the control of either the
entity or the counterparty, this must be accounted for as a
cancellation. The Group has not entered into share-based
payment schemes with non-vesting conditions attached
and, therefore, does not expect significant implications on
its accounting for share-based payments.

The revised HKFRS 3 introduces a number of changes in
the accounting for business combinations that will impact
the amount of goodwill recognised, the reported results in
the period that an acquisition occurs, and future reported
results. The revised HKAS 27 requires that a change in

the ownership interest of a subsidiary is accounted for as
an equity transaction. Therefore, such a change will have
no impact on goodwill, nor will it give raise to a gain or
loss. Furthermore, the amended standard changes the
accounting for losses incurred by the subsidiary as well as
the loss of control of a subsidiary. The changes introduced
by the revised HKFRS 3 and the revised HKAS 27 must be
applied prospectively and will affect future acquisitions
and transactions with minority interests.

Notes to Financial Statements (continued)

2.3

ISR M EE (48)
31 December 2007
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2.3

IMPACT OF ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 8, which will replace HKAS 14 Segment Reporting,
specifies how an entity should report information about
its operating segments, based on information about

the components of the entity that is available to the

chief operating decision maker for the purposes of
allocating resources to the segments and assessing their
performance. The standard also requires the disclosure of
information about the products and services provided by
the segments, the geographical areas in which the Group
operates, and revenue from the Group’s major customers.

HKAS 1 has been revised to separate owner and non-
owner changes in equity. The statement of changes

in equity will include only details of transactions with
owners, with all non-owner changes in equity presented as
a single line. The standard also introduces the statement
of comprehensive income: it presents all items of income
and expense recognised in profit or loss, together with all
other items of recognised income and expenses, either in
one single statement, or in two linked statements.

HKAS 23 has been revised to require capitalisation of
borrowing costs when such costs are directly attributable
to the acquisition, construction or production of a
qualifying asset. As the Group's current policy for
borrowing costs aligns with the requirements of the
revised standard, the revised standard is unlikely to have
any financial impact on the Group.

HK(IFRIC)-Int 11 requires arrangements whereby an
employee is granted rights to the Group’s equity
instruments, to be accounted for as an equity-settled
scheme, even if the Group acquires the instruments from
another party, or the shareholders provide the equity
instruments needed. HK(IFRIC)-Int 11 also addresses the
accounting for share-based payment transactions involving
two or more entities within the Group. As the Group
currently has no such transactions, the interpretation is
unlikely to have any financial impact on the Group.
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2.3

IMPACT OF ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HK(IFRIC)-Int 12 requires an operator under public-to-
private service concession arrangements to recognise
the consideration received or receivable in exchange for
the construction services as a financial asset and/or an
intangible asset, based on the terms of the contractual
arrangements. HK(IFRIC)-Int 12 also addresses how an
operator shall apply existing HKFRSs to account for the
obligations and the rights arising from service concession
arrangements by which a government or a public

sector entity grants a contract for the construction of
infrastructure used to provide public services and/or for
the supply of public services. As the Group currently has
no such arrangements, the interpretation is unlikely to
have any financial impact on the Group.

HK(IFRIC)-Int 13 requires that loyalty award credits granted
to customers as part of a sales transaction are accounted
for as a separate component of the sales transaction.

The consideration received in the sales transaction is
allocated between the loyalty award credits and the other
components of the sale. The amount allocated to the
loyalty award credits is determined by reference to their
fair value and is deferred until the awards are redeemed
or the liability is otherwise extinguished. The Group has
currently introduced the customer loyalty award credits
arrangement and the management does not expect this
arrangement would have any material financial impact on
the Group.

HK(IFRIC)-Int 14 addresses how to assess the limit under
HKAS 19 Employee Benefits, on the amount of a refund or
a reduction in future contributions in relation to a defined
benefit scheme that can be recognised as an asset, in
particular, when a minimum funding requirement exists. As
the Group currently has no defined benefit scheme, so it is
unlikely to have any financial impact on the Group.

The Group is in the process of making an assessment
of the impact of these new and revised HKFRSs upon
initial application. So far, it has concluded that while
the adoption of HKFRS 8 may result in new or amended
disclosures, these new and revised HKFRSs are unlikely
to have a significant impact on the Group's results of
operations and financial position.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Subsidiaries

A subsidiary is an entity whose financial and operating
policies the Company controls, directly or indirectly, so as
to obtain benefits from its activities.

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

Goodwill

Goodwill arising on the acquisition of subsidiaries
represents the excess of the cost of the business
combination over the Group's interest in the net fair value
of the acquirees’ identifiable assets, and liabilities and
contingent liabilities assumed as at the date of acquisition.
Goodwill arising on the acquisition of subsidiaries is
recognised in the consolidated balance sheet as an asset.

Following initial recognition, goodwill is measured at
cost less any accumulated impairment losses. Goodwill
is reviewed for impairment annually or more frequently
if events or changes in circumstances indicate that the
carrying value may be impaired.

As at the acquisition date, any goodwill acquired is
allocated to each of the cash-generating units expected

to benefit from the combination’s synergies. Impairment

is determined by assessing the recoverable amount of

the cash-generating unit, to which the goodwill relates.
Where the recoverable amount of the cash-generating
unit is less than the carrying amount, an impairment loss is
recognised.

An impairment loss recognised for goodwill is not reversed
in a subsequent period.

Where goodwill forms part of a cash-generating unit and
part of the operation within that unit are disposed of,

the goodwill associated with the operation disposed of is
included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation.
Goodwill disposed of in this circumstance is measured on
the basis of the relative value of the operation disposed of
and the portion of the cash-generating unit retained.
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2.4

Notes to Financial Statements (continued)

SUMMARY OF SIGNIFICANT ACCOUNTING 24
POLICIES (continued)

Goodwill (continued)

Goodwill previously eliminated against the consolidated
reserve

Goodwill arising on acquisitions before 1 January 2001
was eliminated against the consolidated goodwill

reserve in the year of acquisition. The Group applied the
transitional provisions of HKFRS 3 that permitted such
goodwill to remain eliminated against the consolidated
goodwill reserve and that required such goodwill not to
be recognised in the consolidated income statement when
the Group disposes of all or part of the business to which
that goodwill relates or when a cash-generating unit to
which the goodwill relates becomes impaired.

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

(a) the party, directly or indirectly through one or
more intermediaries, (i) controls, is controlled by,
or is under common control with, the Group; (ii)
has an interest in the Group that gives it significant
influence over the Group; or (iii) has joint control
over the Group;

(b) the party is an associate;
(@) the party is a jointly-controlled entity;

(d) the party is a member of the key management
personnel of the Group or its holding company;

(e) the party is a close member of the family of any
individual referred to in (a) or (d);

(f) the party is an entity that is controlled, jointly
controlled or significantly influenced by or for
which significant voting power in such entity
resides with, directly or indirectly, any individual
referred to in (d) or (e); or

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

BTSRRI EE (48)
31 December 2007
T tF+=-A=1+—H

TESTBRBEE)

BRE)
TERTEAR B [ e 15 2 BT 2R

—TEF - A - HAEKBEEZ
BEENDEEEFE G BEMEE
#H o AEERAEEUBRE LR E

IMZBERTE - RREAMEEE
BREAHERBEERE MEAKE
HEE B ARz 2R R
% XekE EiimEERRZAIREN
HERER - AEBESTENES
WER R IR ©

BEAL
ETWW&T BB A TR AR AR
REEBRE

(@ ERATEEREBR —BXZ

BZHRNARE : (VEHIAEE

N A EE TSI EARNEE

HERES ; (i) AR A2

o WA AEEEHESE R

277 5 (i) it A LR A
B P

(o) BRALEBMEA:

}
i

K

TR

DlEE

(© BRAALTRARZES

\r

d AEALRAEEZEZRAD
RlZEE2ERAR

(e) BREATR(a)3(d)BATRIE
ATZERRE

0 AEALZEESRRES ()R
()AL 2 FEFIA LT -
SRS EAYE AR
AREARRETEEALE
ZEE %

(9) ERALTRAEASEREENXE
RAEBRBAEALT 2 EE
& & &5 &% 2 BEBL & 1 AT

g o

RAFERBERDF —TTLFFR

73



2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of non-financial assets other than
goodwill

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

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time
value of money and the risks specific to the asset. An
impairment loss is charged to the income statement in
the period in which it arises, unless the asset is carried at
a revalued amount, in which case the impairment loss is
accounted for in accordance with the relevant accounting
policy for that revalued asset.

An assessment is made at each reporting date as to
whether there is any indication that previously recognised
impairment losses may no longer exist or may have
decreased. If such indication exists, the recoverable
amount is estimated. A previously recognised impairment
loss of an asset other than goodwill and financial assets is
reversed only if there has been a change in the estimates
used to determine the recoverable amount of that asset,
but not to an amount higher than the carrying amount
that would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised

for the asset in prior years. A reversal of such impairment
loss is credited to the income statement in the period in
which it arises, unless the asset is carried at a revalued
amount, in which case the reversal of the impairment loss is
accounted for in accordance with the relevant accounting
policy for that revalued asset.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and
location for its intended use. Expenditure incurred after
items of property, plant and equipment have been put
into operation, such as repairs and maintenance, is
normally charged to the income statement in the period
in which it is incurred. In situations where it can be clearly
demonstrated that the expenditure has resulted in an
increase in the future economic benefits expected to

be obtained from the use of an item of property, plant
and equipment, and where the cost of the item can be
measured reliably, the expenditure is capitalised as an
additional cost of that asset or as a replacement.

Changes in the values of property, plant and equipment
are dealt with as movements in the asset revaluation
reserve. If the total of the reserve is insufficient to

cover a deficit, on an individual asset basis, the excess

of the deficit is charged to the income statement. Any
subsequent revaluation surplus is credited to the income
statement to the extent of the deficit previously charged.
On disposal of a revalued asset, the relevant portion

of the asset revaluation reserve realised in respect of
previous revaluations is transferred to retained profits as a
movement in reserves.

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

Over the lease terms
4.5% to 20%
10% to 20%
10% to 20%

Leasehold land and buildings

Leasehold improvements

Plant and machinery

Furniture, fixtures and office
equipment

Motor vehicles 20% to 25%
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING 24
POLICIES (continued)

Property, plant and equipment and depreciation

(continued)

Where parts of an item of property, plant and equipment

have different useful lives, the cost of that item is allocated

on a reasonable basis among the parts and each part is
depreciated separately.

Residual values, useful lives and the depreciation method
are reviewed, and adjusted if appropriate, at each balance
sheet date.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in the income statement
in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount
of the relevant assets.

Construction in progress represents a building under
construction, which is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the direct
costs of construction during the period of construction.
Construction in progress is reclassified to the appropriate
category of property, plant and equipment or investment
properties when completed and ready for use.

Investment property

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

is accounted for as a revaluation in accordance with the
policy stated under “Property, plant and equipment and
depreciation” above.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investment property (continued)

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

Any gains or losses on the retirement or disposal of
an investment property are recognised in the income
statement in the year of the retirement or disposal.

Financial assets

Financial assets in the scope of HKAS 39 are classified

as financial assets at fair value through the income
statement, loans and receivables, and available-for-sale
financial assets, as appropriate. When financial assets

are recognised initially, they are measured at fair value,
plus, in the case of investments not at fair value through
profit or loss, directly attributable transaction costs. The
Group assesses whether a contract contains an embedded
derivative when the Group first becomes a party to it and
assess whether an embedded derivative is required to

be separated from the host contract when the analysis
shows that the economic characteristics and risks of the
embedded derivatives are not closely related to those of
the host contract. Reassessment only occurs if there is

a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required
under the contract.

The Group determines the classification of its financial
assets after initial recognition and, where allowed and
appropriate, re-evaluates this designation at the balance
sheet date.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date that
the Group commits to purchase or sell the asset. Regular
way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period
generally established by regulation or convention in the
marketplace.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING 24
POLICIES (continued)

Financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Such assets are subsequently carried
at amortised cost using the effective interest method

less any allowance for impairment. Amortised cost is
calculated taking into account any discount or premium
on acquisition and includes fees that are an integral part
of the effective interest rate and transaction costs. Gains
and losses are recognised in the income statement when
the loans and receivables are derecognised or impaired, as
well as through the amortisation process.

Impairment of financial assets

The Group assesses at each balance sheet date whether
there is any objective evidence that a financial asset or a
group of financial assets is impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss

on loans and receivables carried at amortised cost has
been incurred, the amount of the loss is measured as

the difference between the asset’s carrying amount

and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest
rate (i.e., the effective interest rate computed at initial
recognition). The carrying amount of the asset is reduced
either directly or through the use of an allowance account.
The amount of the impairment loss is recognised in the
income statement.

Loans and receivables together with any associated
allowance are written off when there is no realistic
prospect of future recovery and all collateral has been
realised or has been transferred to the Group.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets (continued)

Assets carried at amortised cost (continued)

If, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
was recognised, the previously recognised impairment
loss is reversed by adjusting the allowance account. Any
subsequent reversal of an impairment loss is recognised
in the income statement, to the extent that the carrying
value of the asset does not exceed its amortised cost at
the reversal date.

In relation to trade receivables, a provision for impairment
is made when there is objective evidence (such as the
probability of insolvency or significant financial difficulties
of the debtor and significant changes in the technological,
market economic or legal environment that have an
adverse effect on the debtor) that the Group will not

be able to collect all of the amounts due under the
original terms of an invoice. The carrying amount of the
receivables is reduced through the use of an allowance
account. Impaired debts are derecognised when they are
assessed as uncollectible.

Derecognition of financial assets

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

o the rights to receive cash flows from the asset
have expired;

o the Group retains the rights to receive cash flows
from the asset, but has assumed an obligation to
pay them in full without material delay to a third
party under a “pass-through” arrangement; or

o the Group has transferred its rights to receive cash
flows from the asset and either (a) has transferred
substantially all the risks and rewards of the
asset, or (b) has neither transferred nor retained
substantially all the risks and rewards of the asset,
but has transferred control of the asset.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derecognition of financial assets (continued)

Where the Group has transferred its rights to receive

cash flows from an asset and has neither transferred nor
retained substantially all the risks and rewards of the asset
nor transferred control of the asset, the asset is recognised
to the extent of the Group’s continuing involvement in
the asset. Continuing involvement that takes the form of
a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the
maximum amount of consideration that the Group could
be required to repay.

Where continuing involvement takes the form of a written
and/or purchased option (including a cash-settled option
or similar provision) on the transferred asset, the extent of
the Group’s continuing involvement is the amount of the
transferred asset that the Group may repurchase, except
in the case of a written put option (including a cash-
settled option or similar provision) on an asset measured
at fair value, where the extent of the Group’s continuing
involvement is limited to the lower of the fair value of the
transferred asset and the option exercise price.

Financial liabilities at amortised cost (including
interest-bearing loans and borrowings)

Financial liabilities including trade payables, other payables
and interest-bearing bank loans are initially stated at

fair value less directly attributable transaction costs and
are subsequently measured at amortised cost, using the
effective interest method unless the effect of discounting
would be immaterial, in which case they are stated at cost.
The related interest expense is recognised within “finance
costs” in the income statement.

Gains and losses are recognised in the income statement
when the liabilities are derecognised as well as through
the amortisation process.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation
under the liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms,

or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a
derecognition of the original liability and a recognition of
a new liability, and the difference between the respective
carrying amounts is recognised in the income statement.
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2.4

Notes to Financial Statements (continued)

SUMMARY OF SIGNIFICANT ACCOUNTING 24
POLICIES (continued)

Inventories

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

Leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessor,
assets leased by the Group under operating leases are
included in non-current assets and rentals receivable
under the operating leases are credited to the income
statement on the straight-line basis over the lease terms.
Where the Group is the lessee, rentals payable under the
operating leases are charged to the income statement on
the straight-line basis over the lease terms.

Leases that transfer substantially all the rewards and risks
of ownership of assets to the Group, other than legal title,
are accounted for as finance leases. At the inception of

a finance lease, the cost of the leased asset is capitalised
at the present value of the minimum lease payments and
recorded together with the obligation, excluding the
interest element, to reflect the purchase and financing.
Assets held under capitalised finance leases are included in
property, plant and equipment, and depreciated over the
shorter of the lease terms and the estimated useful lives of
the assets. The finance costs of such leases are charged to
the income statement so as to provide a constant periodic
rate of charge over the lease terms.

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms. When the lease
payments cannot be allocated reliably between the land
and buildings elements, the entire lease payments are
included in the cost of the leasehold land and buildings as
a finance lease in property, plant and equipment.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Cash and cash equivalents

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

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

Borrowing costs
Borrowing costs are generally expensed as incurred.

Provisions

A provision is recognised when a present obligation (legal
or constructive) has arisen as a result of a past event and
it is probable that a future outflow of resources will be
required to settle the obligation, provided that a reliable
estimate can be made of the amount of the obligation.

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

Income tax

Income tax comprises current and deferred tax. Income
tax is recognised in the income statement, or in equity
if it relates to items that are recognised in the same or a
different period directly in equity.

Current tax assets and liabilities for the current and prior
periods are measured at the amount expected to be
recovered from or paid to the taxation authorities.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

Deferred tax is provided, using the liability method, on all
temporary differences at the balance sheet date between
the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

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

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

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

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

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

o in respect of deductible temporary differences
associated with investments in subsidiaries,
deferred tax assets are only recognised to the
extent that it is probable that the temporary
differences will reverse in the foreseeable future
and taxable profit will be available against which
the temporary differences can be utilised.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it
is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be
utilised. Conversely, previously unrecognised deferred tax
assets are reassessed at each balance sheet date and are
recognised to the extent that it is probable that sufficient
taxable profit will be available to allow all or part of the
deferred tax asset to be utilised.

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

Deferred tax assets and deferred tax liabilities are offset

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

Revenue recognition

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

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

(b) rental income, on a time proportion basis over the
lease terms;
(@) interest income, on an accrual basis using

the effective interest method by applying the
rate that discounts the estimated future cash
receipts through the expected life of the financial
instrument to the net carrying amount of the
financial asset; and

(d) dividend income, where the shareholder’s right to
receive payment has been established.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Dividends

Interim dividends are simultaneously proposed and
declared, because the Company’s memorandum and
articles of association grant the directors the authority to
declare interim dividends. Consequently, interim dividends
are recognised immediately as a liability when they are
proposed and declared.

Final dividends proposed by the directors are classified

as a separate allocation of retained profits within the
equity section of the balance sheet, until they have been
approved by the shareholders in a general meeting. When
these dividends have been approved by the shareholders
and declared, they are recognised as a liability.

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

Expenditure incurred on projects to develop new products
is capitalised and deferred only when the Group can
demonstrate the technical feasibility of completing the
intangible asset so that it will be available for use or

sale, its intention to complete and its ability to use or sell
the asset, how the asset will generate future economic
benefits, the availability of resources to complete the
project and the ability to measure reliably the expenditure
during the development. Product development expenditure
which does not meet these criteria is expensed when
incurred.

Government grants

Government grants, including subsidy for the expenditure
incurred in construction cost of infrastructure project, are
recognised at their fair value where there is reasonable
assurance that the grant will be received and all attaching
conditions will be complied with. When the grant relates
to an expense item, it is recognised as income over the
periods necessary to match the grant on a systematic basis
to the costs that it is intended to compensate. Where

the grant relates to an asset, the fair value is deducted
from the carrying amount of the asset and released to
the income statement by way of a reduced depreciation
charge.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Employee benefits

Share-based payment transactions

The Company operates share option schemes for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Employees (including directors) of the Group
receive remuneration in the form of share-based payment
transactions, whereby employees render services as
consideration for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions with employees

is measured by reference to the fair value at the date at
which they are granted. The fair value is determined by
an external valuer using a binomial model, further details
of which are given in note 31 to the financial statements.
In valuing equity-settled transactions, no account is taken
of any performance conditions, other than conditions
linked to the price of the shares of the Company (“market
conditions”), if applicable.

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

No expense is recognised for awards that do not ultimately
vest, except for awards where vesting is conditional

upon a market condition, which are treated as vesting
irrespective of whether or not the market condition is
satisfied, provided that all other performance conditions
are satisfied.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Employee benefits (continued)

Share-based payment transactions (continued)

Where the terms of an equity-settled award are modified,
as a minimum an expense is recognised as if the terms had
not been modified. In addition, an expense is recognised
for any modification, which increases the total fair value
of the share-based payment arrangement, or is otherwise
beneficial to the employee as measured at the date of
modification.

Where an equity-settled award is cancelled, it is treated

as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. However, if a new award is substituted for
the cancelled award, and is designated as a replacement
award on the date that it is granted, the cancelled and
new awards are treated as if they were a modification of
the original award, as described in the previous paragraph.

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

Paid leave carried forward

The Group provides paid annual leave to its employees
under their employment contracts on a calendar year
basis. Under certain circumstances, such leave which
remains untaken as at the balance sheet date is permitted
to be carried forward and utilised by the respective
employees in the following year. An accrual is made at the
balance sheet date for the expected future cost of such
paid leave earned during the year by the employees and
carried forward.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Employee benefits (continued)

Retirement benefits schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme") under the Mandatory Provident Fund Schemes
Ordinance, for those employees who are eligible to
participate in the MPF Scheme. Contributions are made
based on a percentage of the employees’ basic salaries
and are charged to the income statement as they become
payable in accordance with the rules of the MPF Scheme.
The assets of the MPF Scheme are held separately from
those of the Group in an independently administered
fund. The Group’s employer contributions vest fully with
the employees when contributed into the MPF Scheme.

The employees of the Group's subsidiaries which operate
in Mainland China are required to participate in central
pension schemes operated by the local municipal
government. These subsidiaries are required to contribute
certain percentages of its payroll costs to the central
pension schemes. The contributions are charged to the
income statement as they become payable in accordance
with the rules of the central pension schemes.

Foreign currencies

These financial statements are presented in Hong

Kong dollars, which is the Company’s functional and
presentation currency. Each entity in the Group determines
its own functional currency and items included in the
financial statements of each entity are measured using
that functional currency. Foreign currency transactions
are initially recorded using the functional currency rates
ruling at the date of the transactions. Monetary assets
and liabilities denominated in foreign currencies are
retranslated at the functional currency rates of exchange
ruling at the balance sheet date. All differences are taken
to the income statement. Non-monetary items that are
measured in terms of historical cost in a foreign currency
are translated using the exchange rates at the dates of
the initial transactions. Non-monetary items measured

at fair value in a foreign currency are translated using
the exchange rates at the date when the fair value was
determined.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies (continued)

The functional currencies of certain overseas subsidiaries
are currencies other than Hong Kong dollars. As at the
balance sheet date, the assets and liabilities of these
entities are translated into the presentation currency of
the Company at the exchange rates ruling at the balance
sheet date and, their income statements are translated
into Hong Kong dollars at the weighted average exchange
rates for the year. The resulting exchange differences are
included in the exchange fluctuation reserve. On disposal
of a foreign entity, the deferred cumulative amount
recognised in equity relating to that particular foreign
operation is recognised in the income statement.

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

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group's financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts

of revenues, expenses, assets and liabilities, and the
disclosure of contingent liabilities, at the reporting date.
However, uncertainty about these assumptions and
estimates could result in outcomes that could require a
material adjustment to the carrying amounts of the assets
or liabilities affected in the future.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Judgements

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

Classification between leasehold land element from
leasehold land and buildings

The Group has determined that the carrying value of the
land element of the leasehold land and buildings held in
Hong Kong in relation to the value of the entire lease is
insignificant and cannot be reliably allocated. Accordingly,
the leasehold land and buildings held in Hong Kong has
been treated as a single unit and accounted for under
HKAS 16 Property, plant and equipment.

Operating lease commitments — Group as lessor

The Group has entered into a commercial property lease
on its investment property portfolio. The Group has
determined that it retains all the significant risks and
rewards of ownership of this property which is leased out
on an operating lease.

Estimation uncertainty

Estimation of fair value of an investment property

As described in note 17 to the financial statements, the
investment property was revalued at the balance sheet
date on an open market value, existing state basis by
independent professional valuers. Such valuations were
based on certain assumptions, which are subject to
uncertainty and might materially differ from the actual
results. In making the judgement, the Group considers
information from current prices in an active market for
similar properties and uses assumptions that are mainly
based on market conditions existing at each balance sheet
date.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty (continued)

Valuation of share options

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

SEGMENT INFORMATION

The Group's primary business segment is the manufacture
and sale of ladies’ brassieres, panties, swimwears and
sleepwears. Since this is the only business segment of the

Notes to Financial Statements (continued)
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Segment information is presented below in respect of
the Group'’s geographical segment, which is regarded
as the secondary segment. In determining the Group’s
geographical segments, revenues are attributed to the
segments based on the location of the customers, and
assets are attributed to the segments based on the
location of the assets.

Mainland
China Hong Kong Others Total
HE K E# Aty L

2007 2006 2007 2006 2007 2006 2007 2006
ZERLE CTIAF CERLE CTIAF CERLE CITAF CEELE 9T
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$000  HK$'000  HK$'000

T#E AT TR TET  TEE  TET  TER T

Revenue from external ~ 4NREP
customers pdc 590,697 513,207 83,558 81,083 37,413 30,034 711,668 624,324

Segment assets PHEE 568,528 402712 365950 431586 - - 934478 834298

Capital expenditure ERER
incurred during 353
the year 100,910 6,359 374 1,516 - - 101,284 7,875
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REVENUE 5. Wz
Revenue, which is also the Group'’s turnover, represents Wt BIAREB 2 &% - FEHKRER
the net invoiced value of goods sold, after allowances for ERRGTHAEEELERZEERE
returns and trade discounts. HE o
OTHER INCOME AND GAINS 6. =g PN ST 6
Group
rEE
2007 2006
—EELF ZETREF
HK$°000 HK$'000
FET FET
Other income HAeg A
Bank interest income |RITH S A 11,935 2,869
Gross rental income WA LREE 2,167 2,052
Subsidy income from the KRB EEARAFIE
People’s Republic of China (TR E )BT 2
(the “PRC") government: AR
Rewards as a superbrand YERH BB R
in the PRC * ok Z 2R - 292
Reinvestment tax refunds # BIRE R 1,811 1,136
Others HAth 1,373 753
17,286 7,102
Gains &
Gain on disposal of subsidiaries HEHB A Al
(note 12(b)) (Kizt12(b)) 41,998 -
Foreign exchange differences, net EHER  HE 6,656 1,704
Changes in fair value of an investment & WA FEE
property (note 17) (Hfa£17) 3,300 2,200
51,954 3,904
69,240 11,006
* There are no unfulfilled conditions or contingencies relating to this * UEHA TAEH R A (] R E 2 IR 3 2t
income. REE -

According to the Income Tax Law of the PRC, the Group is entitled

to refunds of corporate income tax, subject to the approval from
the relevant offices of the Tax Bureau in the PRC. During the

year, the Group reinvested the profit distributions received from
its subsidiary in a new entity established in the PRC and received
approvals from the Tax Bureau in relation to the reinvestment tax
refunds. The refunds are determined based on certain percentages

of the profit distribution reinvested.
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7.

Notes to Financial Statements (continued)

SRR M EE (48)
31 December 2007
—TTtF+-A=1+—H

FINANCE COSTS 7. ®ERE
Group
rEH
2007 2006
“EEEF ZEETRF
HK$’000 HK$°000
FAET FET
Interest on: FE
Bank loans and overdrafts repayable BERAFHEEREZ
within five years RITERRFESL 5 30
Bank loans repayable over five years ARAFRERZIRITER 113 1,515
Total interest H S 118 1,545
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PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging/

8.  BRBIRIEF

AEBEZBBAS RS M (5

(crediting): A) :
Group
rEE
2007 2006
—EELF ZETRF
HK$'000 HK$°000
FET FET
Cost of inventories sold BEEFERA 160,123 145,581
Depreciation E 10,342 9,029
Amortisation of prepaid land lease AN EE
payments I 62 59
Minimum lease payments under BHANUTSIEZ
operating leases in respect of: ERL 2 IR -
Land and buildings T RiEF 25,982 21,193
Contingent rents of retail outlets in BEARKNNZER
department stores B A 171,826 157,264
Employee benefits expenses (excluding  EE@FFEXx (TEiEES
directors’ remuneration — note 9): B —H7729)
Wages and salaries TERFE 137,339 116,213
Provision/(write-back of provision) RHEIRS S
for long service payments Bt (BRI E) 192 (854)
Retirement benefits scheme RINEFEE
contributions HE 16,096 10,850
Equity-settled share option expenses  LAPRAE 3~ BE AR IR 3,472 344
157,099 126,553
Auditors’ remuneration ZEEN IS 2,178 1,980
Advertising and counter decoration BE MBS
expenses 57,706 35,001
Provision for obsolete inventories, net BREFERE T8 9,075 1,787
Impairment of trade receivables JEWE SR FURIE (316) 629
Research and development expenditure  fffZ55i 2 1,751 1,453
Loss on write-off of items of property, WMSEYIZE - BB Rk
plant and equipment I 2z 18 152 101
Gain on disposal of items of property, HEDE - BEMEE
plant and equipment 15 B 2 e - (6)
Gross and net rental income WA ETE R (2,167) (2,052)
Changes in fair value of an investment & &% A FEE
property (3,300) (2,200)
Gain on disposal of subsidiaries HEMH B A R
(note 12(b)) (HizE12(b) (41,998) =
Foreign exchange differences, net MEHER - FE (6,656) (1,704)
Bank interest income HITHEMA (11,935) (2,869)
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DIRECTORS’ REMUNERATION
Directors’ remuneration for the year, disclosed pursuant to
the Rules Governing the Listing of Securities on the Stock

Notes to Financial Statements (continued)
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9. EE=M=
RIEB X Es Em AR ETR
A1) R BB R RHEHIS 161 54X B F

Exchange (the “Listing Rules”) and Section 161 of the NEEMSIAT
Hong Kong Companies Ordinance is as follows:
Group
AEE
2007 2006
—EELF —ETRF
HK$’000 HK$°000
FAET FHET
Fees e 720 60
Other emoluments: Hib<
Salaries, allowances and benefits e R REYEN
in kind 6,944 3,789
Equity-settled share option expenses VAR =2 {<F 2 R AR R Al =2 2,753 240
Retirement benefits scheme IRONAERIETEI 5K
contributions 48 13
10,465 4,102

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

SR 57 B HA 7 72 MR 25 5K T RR Y B X
# - ERXFENREBESEE  fA
REFZMHERROSEHA LAES
e BEEEA o
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9. DIRECTORS’ REMUNERATION (continued) 9. EEMEE)

2007 —EELE
Equity-
Salaries, settled  Retirement
allowances share benefits
and benefits option scheme Total
Fees in kind expenses contributions remuneration
AR RS A
e 2R ZBRE  RAEAN
He REMNE X SRR aMe

HK$'000 HK$'000 HK$'000 HK$000 HK$'000
T#En T#En TEn FéErn FEn

Executive directors: HITEE -
Mr. Cheng Man Tai BEREE - 2,09 896 12 3,004
Ms. Cheng Pik Ho Liza BB+ - 1,852 513 12 2377
Madam Ngok Ming Chu A% LT - 1,789 793 12 2,59
Mr. Hung Hin Kit AFGLE - 1,207 341 12 1,560
- 6,944 2,543 43 9,535
Independent non-executive BUHHTEE :
directors:
Mr. Lau Siu Ki BBESAE 240 - 70 - 310
Mr. Lee Kwan Hung LS 240 - 70 - 310
Prof. Lee T.S. FREHK 240 - 70 - 310
720 - 210 - 930
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9.

Notes to Financial Statements (continued)

SRR M EE (48)
31 December 2007
T tF+-A=1+—H

DIRECTORS’ REMUNERATION (continued) 9. E=ME#)
2006 e
Equity-
Salaries, settled Retirement
allowances share benefits
and benefits option scheme Total
Fees in kind expenses  contributions  remuneration
PARR R f
e 2l ZERE RAEH
S A% AR @me
HK$'000 HK$'000 HK$'000 HK$000 HK$'000
FET FET FET FET FET
Executive directors: HITEE -
Mr. Cheng Man Tai BEREE - 1,072 78 - 1,150
Ms. Cheng Pik Ho Liza BEELT - 955 45 12 1,012
Madam Ngok Ming Chu R - 1,664 69 - 1,733
Mr. Hung Hin Kit * AEGSE * - 98 30 1 129
- 3,789 222 13 4,024
Independent non-executive BUHHTEE -
directors:
Mr. Lau Siu Ki AR 20 - 6 - 26
Mr. Lee Kwan Hung LS 20 = 6 - 26
Prof. Lee T.S. FREHE 20 - 6 - 26
60 - 18 - 78

There were no arrangements under which a director
waived or agreed to waive any remuneration during the
year.

* Mr. Hung Hin Kit (“Mr. Hung”) was appointed as an executive
director of the Company in November 2006. Prior to his
appointment, Mr. Hung was an employee of the Group during the
year ended 31 December 2006 and the respective remuneration
received by Mr. Hung from the Group prior to his appointment
was not included in directors’ remuneration since the services
provided by Mr. Hung to the Group were not in the capacity of a
director of the Company.

BREMEAYBEES R KR E 2K
EfIME 2 25k

* ABGELE([AELE )R =FBENF
T ARZERERRIPTEE B
RHEZER]  FLAERBE —FTENF
TZA= Tt —HIEFERBEEE L E
8+ AL REE FFTREK A BB
WA AEFNTA - M TIAHRFLE
EWIFAF R A EEL 517 E AL ELE
RIR -
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10. FIVE HIGHEST PAID INDIVIDUALS 10. HBEREHFAL

The five highest paid employees during the year included FANREHERFTATEENEES(Z
four (2006: three) directors, details of whose remuneration TTRF:=4)  HMESFBERE
are set out in note 9 to the financial statements above. X RN oS M - FNE R —
Details of the remuneration of the remaining one (2006: ZIEERSHEE(ZEENFE W
two) non-director, highest paid employee for the year are as ZIRFHMEFEBIOT -
follows:
Group
AEE
2007 2006
—EELF ZETREF
HK$°000 HK$°000
FHET FHET
Salaries and allowances e MoERR 1,499 1,699
Equity-settled share option expenses LA RS S5 {1 s A 7 =2 480 42
Retirement benefits scheme RREFET SR
contributions 12 23
1,991 1,764
The number of non-director, highest paid employees BRI THEANZEEE R &= T
whose remuneration fell within the designated bands is as EEAZAT :
follows:

Number of employees

EEAH

2007 2006

—EELF ZETRF

Nil to HK$1,000,000 £ %1,000,000/5 7T = 1

HK$1,000,001 to HK$1,500,000 1,000,00187TE = 1
1,500,000/8 7T

HK$1,500,001 to HK$2,000,000 1,500,001 87TE 1 =
2,000,000/ 7T

1 2

The fair value of these share options, which has been MREBHANERSZXERNER

recognised in the income statement over the vesting O HEATERNEEEEET 5T A

period, was determined as at the date of grant and the AREEMEBFERNSHBHRA LR

amount included in the financial statements for the HIEEEEMESWESAENR -

current year is included in the above non-director, highest
paid employees’ remuneration disclosures.
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11.

TAX

Hong Kong profits tax has been provided at the rate of
17.5% (2006: 17.5%) on the estimated assessable profits
arising in Hong Kong during the year. Pursuant to the
relevant laws and regulations in the PRC, the Company's
subsidiaries, Embry (China) Garments Ltd. (“Embry SZ")
and Embry (Changzhou) Garments Ltd. (“Embry CZ") are
entitled to use of tax rates of 15% and 27%, being the
applicable tax rates for foreign invested enterprises in the
area of Shenzhen Special Economic Zone and Changzhou,
respectively. In addition, taxes on profits assessable
elsewhere have been calculated at the rates of tax
prevailing in the countries in which the Group operates,
based on existing legislation, interpretations and practices
in respect thereof.

Notes to Financial Statements (continued)

11.

ISR M EE (48)
31 December 2007
T tF+-A=1+—H

BiiE
EBFERBEFANETERSE
EZERTERN - R175%(ZFF
NEE 175%) 2 BEERMELEE R
BREGER - ARFZWEAR
ZRF5 (R E) REBR AR ([ZFF
I BB TS (EM) BREFR A A]
([Z=FFEMNAIZEB15% K27% 2
T (5 B BRI OB R B E M 2 Fh
BEEBRE) o 1L - Hibinla 2
ERF R 2 HEBENREAEE LS
¥ Z7BERNBITHE - REHEME
ZBITAR) REREHEE -

Group
rEH
2007 2006
“EELF ZTEREF
HK$°000 HK$°000
FET FHET
Group: REHE
Current — Hong Kong BUEATIE — B/ 500 420
Current — Mainland China BVEAT 18 — H B A
Charge for the year FAHIE 19,482 18,357
Underprovision/(overprovision) BEFEZBETR/
in prior years (EREREE) 59 (58)
Deferred (note 29) RAE(HT7229) 682 1,255
Total tax charge for the year FE 7 ARTES 1 20,723 19,974
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11.

TAX (continued)

11.

A reconciliation of the tax expense applicable to profit
before tax using the statutory rates for the regions in
which the Company and the majority of its subsidiaries are
domiciled to the tax expense at the effective tax rates is as

BIEE)

PAZS 2 B R B R #B ) P 18 % B 11 3
B ZORTE TR R B BE F EH B 2 B
HRX - BERERVEFEZHEA
FSTROBERINT

follows:
Group
AEE
2007 2006
“EEEF ZEERF
HK$’000 HK$°000
FAET FHET

Profit before tax B¢ BT 4 A 143,239 102,579
Tax at the applicable rates to profits BEBERERNES

in the countries concerned ZIIRAE 18 37,127 31,698
Lower tax rate for specific provinces in B ABEFEEHD 2

Mainland China BIER = (12,905) (14,871)
Adjustments in respect of current tax of ~ ¥fLATEFE ~ BIHAF{ 18

previous years SRRk 59 (58)
Income not subject to tax IR R Z WA (9,508) (360)
Expenses not deductible for tax A HFE 2 B 7,776 8,667
Tax losses utilised from previous years FRRKEUNEFEZ

MIREE (2,288) (5,528)
Tax losses not recognised REERTIEEE 462 426
Tax charge at the Group's effective rate R4S B 2 BT R E
ZBRIE ST 20,723 19,974
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(a)

Notes to Financial Statements (continued)

SRR M EE (48)
31 December 2007
T tF+-A=1+—H

12. RELATED PARTY TRANSACTIONS 12. HBEEALRS
In addition to the transactions detailed elsewhere (a) B 5% 5 B 75 R 2k L At B9 P
in these financial statements, the Group had the ZRS9N 0 REBRF RN HE
following material transactions with related parties BRBEALTETZEARSN
during the year: TF ¢
2007 2006
—EELF ZEERF
Notes HK$’000 HK$°000
izt FET FET
Continuing transactions FEX S
Purchases of furniture for  [ABREARIEE
counters and shops B R S48
from related companies AR 0] 16,637 13,516
Rental expenses for a MARRESI
warehouse paid to a EEZHESRX
director of the
Company (ii) 144 171
Discontinued transactions —~ E#XIFX 5
Rental income received @& R RIE 2
from a related company LA (i) = 85
Rental expenses for a SRTARBIES
director’s quarter paid ZEEEEES
to a director of the sz
Company (iv) - 300
Rental expenses for a SNBERRCZES
director’s quarter paid Bl
to a related company v) = 90
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12. RELATED PARTY TRANSACTIONS (continued) 12.

(a) (continued)
Notes:

(i) The purchases of furniture for counters and shops from
related companies controlled by a son of a director of
the Company were made according to the terms similar
to those offered to the Group's independent suppliers.

(ii) The rental expenses were determined with reference to
the then prevailing market conditions.

(iii) The rental income was received from a related company
controlled by a son of a director of the Company and
was determined by the directors of the Company
and the related company with reference to the then
prevailing market conditions. The rental agreement was
terminated on 30 June 2006.

(iv) The rental expenses were determined with reference
to the then prevailing market conditions. The rental
agreement was terminated on 1 July 2006.

(v) The rental expenses were paid to a related company
controlled by the directors of the Company and were
determined with reference to the then prevailing market
conditions. The rental agreement was terminated on 1
July 2006.

The related party transactions in respect of items
(a)(i) and (a)(ii) above also constitute continuing
connected transactions as defined in Chapter 14A
of the Listing Rules.

The directors are of the opinion that the above

transactions were conducted in the ordinary
course of business of the Group.
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12. RELATED PARTY TRANSACTIONS (continued)

(b)

Disposal of subsidiaries to a related company
On 27 November 2007, Embry Group Limited
("EGL"), a direct wholly-owned subsidiary of the
Company, entered into a disposal agreement (the
“Disposal Agreement”) with Sinowide Investments
Limited (“Sinowide"), a connected company,
pursuant to which EGL agreed to sell and Sinowide
agreed to purchase the entire issued share capital
of Embry Development Limited (“EDL"), an indirect
wholly-owned subsidiary of the Company of which
the principal asset of the EDL and its subsidiary,
Changzhou Embry Development Limited (“CZ
Embry Development”) (collectively referred to as
the “EDL Group”) is an industrial complex which

is erected on a parcel of land and is situated

in Changzhou, the PRC (the “Property”), for a
consideration of HK$56,000,000 (the “Disposal
Consideration”). The Disposal Consideration was
agreed after arm'’s length negotiations between
EGL and Sinowide.

Sinowide is a limited company incorporated in
the BVI and is wholly-owned by Ms. Cheng Pik
Ho Liza (“Ms. Cheng”), Mr. Cheng Chuen Chuen
and Mr. Cheng Chuen Chi in equal shares. Ms.
Cheng, Mr. Cheng Chuen Chuen and Mr. Cheng
Chuen Chi are the family members of Mr. Cheng
Man Tai and Madam Ngok Ming Chu who are
the executive directors and major shareholders of
the Company. Ms. Cheng is an executive director
of the Company and Mr. Cheng Chuen Chuen is
a director of the Company’s various subsidiaries.
Accordingly, the Disposal Agreement entered
into between EGL and Sinowide also constituted
a connected transaction under Chapter 14A of
the Listing Rules and was subject to independent
shareholders’ approval. Further details of the
above transaction were set out in a circular to
shareholders of the Company dated 11 December
2007.

Notes to Financial Statements (continued)
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12. BREAIXRZ(E)

(b) HENRBART—HEEATR
RZZTEZE+LF + — A
Z+tH XxREAIEEZE
& K B 2 7] Embry Group
Limited ([EGL ) E2EFE A &
Sinowide Investments Limited
(TSinowide |) 7] 37 i & 7%
(TH&EW=]) - &k EGLA
EHEBSinowideBEBEBEARN
N AIfAE 2 E W E A FEmbry
Development Limited([EDL])
2 EPE BEITARAS - EDL R LT
BRARIEMNEZRE ERER
AREl([EMERFTER]) (H
WBIEDLEB W E2REER
AP HEMN BT
¥me A E(zmED - K
{8 /456,000,000 7% 7T ([ i &
RE]) - HEREIHEGLE
Sinowide &L EE B ET °

Sinowide 5 — KR EBE LA
ESEMEZHBERAR - K
gEs - ([#zt])  &BE
2RERBERLEE USRS
BREZEHE - Bt - BE
ERERBEELEEHBER
AIITE SR FE ZREEHER
Sk M ERERLZ LT RKK
8 ML+ ARNARNITES
REEE2EEABRNAGZHE
WEBARzES - At * B
B EMARBIE14AE - EGLE
Sinowider] SZHYH & 1 ThiE
FRERER S - WEFBIRE
HE - BELARFHFBEH
RARRR-_ZETLFE+_A
+— AR ER 3 AR K o

RAFERBERDF —TTLFFR

103



12. RELATED PARTY TRANSACTIONS (continued)

(b)

Disposal of subsidiaries to a related company
(continued)

On 28 December 2007, the independent
shareholders’ approval was obtained at an
extraordinary general meeting of the Company.
On 31 December 2007, the transaction to
dispose of the EDL Group was completed

and, pursuant to the Disposal Agreement,

the Disposal Consideration was settled in

cash of HK$33,600,000 and the issuance of a
promissory note (the “Note”) in the amount of
HK$22,400,000 by Sinowide in favour of EGL,
as further detailed in note 22 to the financial
statements. As at the date of these financial
statements, the Note was settled in cash.

Upon the completion of the disposal, the Group
realised a gain of approximately HK$41,998,000
which was included in “Other income and gains”
on the face of the consolidated income statement
(note 33(b)).

In addition to the Disposal Agreement, the Group
also entered into a tenancy agreement with CZ
Embry Development for the leasing of the Property
from CZ Embry Development for a period of

three years from 1 January 2008 to 31 December
2010 at a monthly rental of RMB180,000. The
rental was determined with reference to the

then prevailing market rent determined by a
professional valuer DTZ Debenham Tie Leung
Limited.

This also constituted a continuing connected
transaction under Chapter 14A of the Listing
Rules and was exempt from the independent
shareholders’ approval. Further details of this
transaction were set up in a circular to the
shareholders of the Company dated 11 December
2007.
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12.

13.

RELATED PARTY TRANSACTIONS (continued)

(9]

(d)

Disposal of subsidiaries to a director of the
Company

On 30 June 2006, the Group disposed of
certain dormant subsidiaries (the “Disposed
Subsidiaries”) with an aggregate deficiency in
assets of approximately HK$108,000 to a director
of the Company for a total cash consideration
of approximately HK$14,000. The consideration
was determined with reference to the net asset
values of the respective Disposed Subsidiaries
and at nominal value for the respective Disposed
Subsidiaries which had a deficiency in assets.

Compensation of key management personnel
of the Group

Notes to Financial Statements (continued)

SRR M EE (48)
31 December 2007
T tF+-A=1+—H

12. BBREALXRZ#E)

(c) HENBARFAQAT—BE
=
R_ZTTXRFEANA=1TH" K
EEBEHER TEEBAMA R
#9108,0007% 7T K 1 E BB MY /&8
AR([EHEHBAR]) A
NA—HRESE - BESNRED
14,0008 7T - RETHIZ2BREE
HENRBARZBERESES
BEBMZELENBARZ
HEBEETE °

(d) AEETEETEASZEHM

2007 2006

“EELF ZEERF

HK$’000 HK$'000

FET FHET

Short term employee benefits e HES & 10,999 8,512

Post-employment benefits BRI 218 A 93 73

Equity-settled share option VARG HESZ -2

expenses HE AR MR 2 4,125 433
Total compensation paid to key I FEZEIE

management personnel ANB 7 B e 15,217 9,018

Further details of directors’ remuneration are
included in note 9 to the financial statements.

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF
THE COMPANY

The consolidated profit attributable to equity holders

of the Company for the year ended 31 December 2007
includes a profit of HK$58,154,000 (2006: a loss of
HK$77,000) which has been dealt with in the financial
statements of the Company (note 32(b)).

B FIERN M RRMES -

13. AROTFESFEABMGEEF

HE-_ZTLF+-_F=+—HItHF
EARAEREEE AEGGE = E
554 71158,154,00078 70 ( T T/ 4F ¢
[E51877,000/%87T) « ZFEBEERAR
RIS R A TR (FIE32(b)) °
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14.

15.

DIVIDENDS 14. RE
2007 2006
—EELEF —ETREF
HK$'000 HK$'000
FET FET
Interim — HK2.0 cents (2006: Nil) RER S — B ERR
per ordinary share 20B(ZBERF - &) 8,000 -
Proposed final — HK6.0 cents FORARHIRE — ER
(2006: HK6.0 cents) per ordinary TEAe. 0781l
share (ZZZRF : 6.0/8(L) 24,000 24,000
32,000 24,000

The proposed final dividend for the year is subject to
the approval of the Company’s shareholders at the
forthcoming annual general meeting.

EARNINGS PER SHARE ATTRIBUTABLE TO 15.

EQUITY HOLDERS OF THE COMPANY

The calculation of basic earnings per share for the year
ended 31 December 2007 is based on the profit for

the year attributable to ordinary equity holders of the
Company of $122,516,000 (2006: HK$81,105,000) and
the weighted average of 400,003,000 ordinary shares
(2006: 303,836,000 ordinary shares deemed to have been
in issue) during the year.

The calculation of diluted earnings per share for the

year ended 31 December 2007 is based on the profit
attributable to ordinary equity holders of the Company of
HK$122,516,000 (2006: HK$81,105,000). The weighted
average number of ordinary shares used in the calculation
is the 400,003,000 (2006: 303,836,000) ordinary shares as
used in the basic earnings per share calculation, and the
weighted average of 4,532,000 (2006: 168,000) ordinary
shares assumed to have been issued at no consideration
on the deemed exercise of all share options outstanding
during the year.
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HE-_ZTT+F+-_A=+—HILHF
EBREERFIRIEFARARRF)E
= A A FE(L % 122,516,000 7T
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Notes to Financial Statements (continued)

SRR M EE (48)
31 December 2007
T tF+-A=1+—H

16. PROPERTY, PLANT AND EQUIPMENT 16. Y% BMERRZ®E
Group &
Furniture,
Leasehold fixtures
landand  Leasehold  Plantand  and office Motor  Construction
buildings improvements  machinery  equipment vehicles in progress Total
HELH  EEME il #ER
kg %  HEREE BOERE RE  KRIE @t
HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000 HK$'000 HK$'000
FE7 71 FE7 71 FE7 FEr FEr
31 December 2007 ZERLETACT-H
Cost: A
At 1 January 2007 RZTEtE-F-H 1219 3,690 36,631 54,448 12323 - 178311
Additions AE = - 6,781 19131 1,620 13,752 101,284
Wite-off fi - - 2) (1,362) (757) - (2.121)
Disposal of subsidiaries HENBAA
(note 33(b)) (Hit33) (17,920) - - (60) (210) - (18,190)
Exchange realignment EiH% 2847 - 347 4,139 568 3,080 13,781
At 31 December 2007 S o
+-A=1+-H 56,146 3,690 46,557 76,296 13,544 76,832 273,065
Accumulated depreciation:  Z5H7E -
At 1 January 2007 RZTE+E-A-H 21,705 3,690 26,634 37,926 8,838 - 98,793
Provided during the year ~ F7E(E 232 - 1,19 5,927 901 - 10,342
Write-off it - - (2) (1,299) (668) - (1,969)
Disposal of subsidiaries HENBAT
(note 33(b) (Hi#330) (4,156) - - (60) (189) - (4,405)
Exchange realignment ERAE 1132 - 2,154 235 369 - 6,010
At 31 December 2007 i
+-R=t-A 21,005 3,690 29,976 44,849 9,251 - 108,771
Net book value: HEE:
At 31 December 2007 S o
+-A=1+-H 35,141 - 16,581 31,447 4,293 76,832 164,294
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16.

PROPERTY, PLANT AND EQUIPMENT (continued) 16. Y% BERREE)
Group (continued) REE(E)
Fumiture,
Leasehold fixtures
[and and Leasehold Plantand  and office Motor ~ Construction
buidings improvements  machinery  equipment vehicles in progress Total
gty  HEME Bl %ER
kEF ®&  BRhEE  BAERE it FETR &
HK$'000 HK$'000 HKS$'000 HK$000 HK$'000 HK$000 HK$'000
37 AT A7 AT AT AT AT
31 December 2006 ZETEtZA=T-A
Cost: A
At 1 January 2006 RZTE E-F-A 69,694 3,690 33925 48,469 11,345 - 167,123
Additions HE - - 1,383 4,804 1,688 - 71875
Disposals 5 - - - - (774) = (774)
Write-off s - = - (373) (219) - (592)
Exchange realignment ER A% 1,525 - 1323 1,548 283 - 4,679
At 31 December 2006 REE E+-A=1-A 71,219 3,690 36,631 54,448 12323 - 178,311
Accumulated depreciation:  Z5H7& -
At 1 January 2006 R=EF E-A-H 18,884 3,690 24101 32,848 8,803 - 88,326
Provided during the year ~ FTE(E 2,47 - 1,569 4404 809 - 9,029
Disposals & - - - - (774) - (772)
Write-off i - - - (294) (197) - (491)
Exchange realignment ERAE 574 - 964 968 197 - 2,703
At 31 December 2006 R-EE E+-A=1-H 21,705 3,690 26,634 37,926 8,838 - 98,793
Net book value: BEFE:
At 31 December 2006 RZEE E+-A=1-A 49,514 - 9,997 16,522 3,485 - 79,518
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Notes to Financial Statements (continued)

SRR M EE (48)
31 December 2007
T tF+-A=1+—H

16. PROPERTY, PLANT AND EQUIPMENT (continued) 16. Y% BERRES)

The Group's leasehold land and buildings at cost included REERBATHEFHREE LA
above are held under the following lease terms: RARTBE 7 THE + it RAEF -
Group
rEH
2007 2006
“EEEF ZEERF
HK$’000 HK$°000
FET FHET
Medium term leases in Hong Kong RERZHFEAFAAY 28,605 28,605
Medium term leases outside Hong Kong ~ &/& 5402 A EAFA %Y 24,701 39,964
Long term leases outside Hong Kong BABHEINZ KEAEA 2,840 2,650
56,146 71,219
17.  INVESTMENT PROPERTY 17. REW=X
Group
rEH
2007 2006
—EELHF ZERERNEFE
HK$’000 HK$'000
FET FHET
Carrying amount at 1 January R—A—BZiRAEE 27,700 25,500
Changes in fair value (notes 6 and 8) N EZE(HF6RS) 3,300 2,200
Carrying amount at 31 December R+ZA=+—HZKHEEAE 31,000 27,700
The Group's investment property situated in Hong Kong is REB 2R EMFEMNN BB I LAFH
held under the medium term lease. THAFFAE o
The Group's investment property was revalued on 31 REEZKEMEBBIEXEEER
December 2007 by DTZ Debenham Tie Leung Limited, HEMBERTER AR ART
an independent professionally qualified valuer, at BRBEAEER_-_ZTZTLF+ A
HK$31,000,000 on an open market, existing state basis. =+—H=E{/4A31,000,0007 7T ° %
The investment property is leased to a third party under BEMETIRBELHOEATE=
an operating lease, further summary details of which are 7 HEFBER M SRR M E34(@a) °

included in note 34(a) to the financial statements.
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18.  PREPAID LAND LEASE PAYMENTS 18. FEMNLHAERE
Group
AEE
2007 2006
—EELF ZEERF
HK$’000 HK$°000
FAET FHET
Cost: B
At 1 January n—A—8 6,162 2,553
Additions NE - 3,515
Disposal of subsidiaries (note 33(b)) HEME AR (A1a£33(b)) (2,838) =
Exchange realignment BEE 5 EE 444 94
As 31 December Wt+=ZA=+—H 3,768 6,162
Amortisation: B
At 1 January n—A—H 361 290
Recognised during the year FAHER 62 59
Disposal of subsidiaries (note 33(b)) HEMTE QR (A3E33(b) (452) -
Exchange realignment bE AR 29 12
At 31 December R+=—A=+—H - 361
Carrying amount at 31 December R+=ZA=+—HBZEHEE 3,768 5,801
Current portion included in SEATERMFIE - RER
prepayments, deposits and HAbEWGRIE 2
other receivables (note 21) BUERER{D (Hf7#21) (38) (60)
Non-current portion FERNERFR{D 3,730 5,741

The leasehold lands are situated in Mainland China and
the respective prepaid land lease payments are held under

medium term leases.
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20.

Notes to Financial Statements (continued)

SRR M EE (48)
31 December 2007
T tF+-A=1+—H

INVENTORIES (At
Group
rEH
2007 2006
—E2TtHF ZETRF
HK$’000 HK$'000
FET FET
Raw materials R #L 24,901 17,932
Work in progress E&m 24,406 19,252
Finished goods E 246,652 190,785
295,959 227,969
TRADE RECEIVABLES FEWE 5 iR
The Group's trading terms with its customers are mainly $E EFZ B MR T
on credit, except for wholesalers, where payment in BEE - REERYEFPELEN

advance is normally required. The credit period is generally
for a period of one month, extending up to three months
for major customers. The Group seeks to maintain strict
control over its outstanding receivables from the sales
department to minimise credit risk. Overdue balances

are reviewed regularly by senior management. In view

of the aforementioned and the fact that the Group’s
trade receivables relate to a large number of diversified
customers, there is no significant concentration of credit
risk. Trade receivables are non-interest-bearing.

An aged analysis of the Group’s trade receivables as at

Ko EEH—RA—MEA XBEF
ZEEHAMEE=EA - AEEZ
% BRBRIE AR 2 FEMRSRIR - BARIE
EERR - BMESARREREE
Hiw ﬁ S X R AN SR [ 2 e
WEZERSREZ T 2EFPEHAR
FA#BRZ  HUBEEBESHZ
B o EAE BRRRAL G R o

AEERGE A2 BEE SRFRE

the balance sheet date, based on the invoice date, is as BEABZERERDTAT ¢
follows:
Group
AEE
2007 2006
—EZtF ZTENRF
HK$°000 HK$'000
FAET FET
Within 90 days 90HIN 31,023 33,214
91 to 180 days 91£180H 892 1,765
181 to 360 days 181£360H 649 662
Over 360 days 3608 A £ 1,026 1,320
33,590 36,961
Less: Impairment allowance I RERRE (1,678) (1,994)
31,912 34,967
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20.

TRADE RECEIVABLES (continued) 20. BEWESHRRE)
The carrying amounts of trade receivables approximate to EUWE SR REEEE QN FEE
their fair values. o
The movements in provision for impairment of trade RUWE ZEERZREREESINT
receivables are as follows:
Group
EE
2007 2006
—EELF ZETREF
HK$°000 HK$°000
FET FHET
At 1 January R—A—H 1,994 1,365
Impairment losses recognised/ BE#R,(fE)

(written back) REEE (316) 629
At 31 December W+=ZA=+—H 1,678 1,994
The above provision for impairment of trade receivables is it e W 5 R K 2 R (B R S (L B
a provision for individually impaired trade receivables. The B2 IS 5 BRI - (ERIRE
individually impaired trade receivables relate to customers ZEWE BRI ERA MR E 2 &
that were in financial difficulties and only a portion of the FAR - R AW E AR & UK ER
receivables is expected to be recovered. The Group does K AKBEY BRZFERFTAEM
not hold any collateral or other credit enhancements over IR e B M EE ISR HE o
these balances.

The aged analysis of the trade receivables that are not BERRBEZ B E 5 RHRERR D
considered to be impaired is as follows: AT -
Group
REE
2007 2006
—EEF ZETRF
HK$'000 HK$°000
FET F&T
Neither past due nor impaired REH T ARE 31,023 33,214
1 to 3 months past due Ea#1EA=3EA 889 1,753
31,912 34,967

Trade receivables that were neither past due nor impaired
relate to a large number of diversified customers for
whom there was no recent history of default.
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20.

21.

Notes to Financial Statements (continued)

TRADE RECEIVABLES (continued) 20.

Trade receivables that were past due but not impaired
relate to a number of independent customers that have

a good track record with the Group. Based on past
experience, the directors of the Company are of the
opinion that no provision for impairment is necessary

in respect of these balances as there has not been a
significant change in credit quality and the balances are
still considered fully recoverable. The Group does not hold
any collateral or other credit enhancements over these
balances.

SRR M EE (48)
31 December 2007
T tF+=-A=1+—H

EWE SRR (Z)
ERMERREZE SRR T) R
ZREARKEER R RN TS
MEPHR o RIBAELR - BRME
SERVELREANES - BEHEE
SHIDER AT 2RKE - RAFESE
BB ARZEHEREL R EREE
7R ER (B30 B A 5% S AR R B (T A
an Sk EREREL b5 & ISR FE 6 o

PREPAYMENTS, DEPOSITS AND OTHER 21. FENFE - RERHEMEBWRER
RECEIVABLES
Group Company
TEE AN
2007 2006 2007 2006
ZEStFE —TENE —ETtHF ZTTRF
HK$'000 HK$°000 HK$'000 HK$'000
FET T FET FET
Prepaid land lease AR A
payments (note 18) FIHE (Mat18) 38 60 = =
Deposit paid for land T AR
use rights (note 35) we (Hiit35) 14,078 13,132 = =
Deposits for acquisition of W -
items of property BB K skt TE B
plant and equipment [EAbEEEA 1,988 - - -
Prepayments BAFIA 2,680 2,845 150 -
Deposits and other Be MEA
receivables fEMZIE 17,152 11,141 2,529 590
35,936 27,178 2,679 590
Current portion included ST AR
in prepayments, tee REMER
deposits and other I 2 BNERER R
receivables (33,948) (14,046) (2,679) (590)
Non-current portion FEENERED 1 1,988 13,132 - =

The carrying amounts of prepayments, deposits and other

receivables approximate to their fair values.

None of the above assets is either past due or impaired.
The financial assets included in the above balances relate

BRRIA - e RE BRI Z iR
E{EEEANFERE -

Pt EEHRBEHEARRE - FIA L
iR CREETI BRI ETHR

=

to receivables for which there was no recent history of NECER 7 FEURBREX -

default.
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22. DUE FROM A RELATED COMPANY 22.
Particulars of an amount due from a related company,
disclosed pursuant to Section 161B of the Hong Kong
Companies Ordinance, are as follows:

W —EEE A RRE
RAREE R REBIFE161BEI#HEE 2 &
W —RRE QR FIRF BT

Group
KEE
Maximum
amount
31 December outstanding 1 January
2007  during the year 2007
REZBELF FAREER RZTTAF
+=A=+-—~H Re®f —A—H
Name HK$’000 HK$'000 HK$'000
FET FHET FHET
Sinowide 22,400 22,400 =

The balance represented the Note issued by Sinowide

in favour of EGL for the settlement of the balance of

the Disposal Consideration, as detailed in note 12(b) to
the financial statements. The Note was unsecured, bore
interest at 5% per annum, and was fully settled in March

“EERFESinowide BEGLES 2 2295 © A
TNEEREZHRE - BREFEIN
WIS HRRMEE12(b) - RIBAEER -
INERE5%:tE - BER -EE)N\F
= BESER -

2008.
23. INTERESTS IN SUBSIDIARIES 23. R E D RS
Company
RATE]
2007 2006
—EELHF —EERF
HK$’000 HK$°000
FET FET
Unlisted investments, at cost RETIRE » A 381,448 381,448
Due from subsidiaries FEUHT B A &I 5RIA 260,281 18,907
Due to a subsidiary FERTHT B A R IA (428) =
641,301 400,355

The balances with subsidiaries are unsecured, interest-
free and not expected to be settled within the next
twelve months from the balance sheet date. The carrying
amounts of the balances with subsidiaries approximate to
their fair values.
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23.

INTERESTS IN SUBSIDIARIES (continued)

Notes to Financial Statements (continued)

SRR M EE (48)
31 December 2007
—TTtF+-A=1+—H

23. RWEBRARNERE)

Particulars of the subsidiaries are as follows: MEBARBFENT :
Issued
Place of and fully Percentage
incorporation paid share/ of equity
or registered attributable to Principal
Name registration capital the Company activities
BRTR PN
MR HBERB bR
i Eff i 2 &R B TEER
2007 2006
BB ZEESF
CZ Embry Development** PRC RMB20,000,000 LAk 100 Property investment
MR B R H AE#20,000,0007T MERE
Embry CZ** PRC RMB11,600,000 100 100 Manufacture and trading
gl R AERHE11,600,0007T of ladies' brassieres,
panties, swimwears and
sleepwears
SEREE
TR - A -
KR RAEK
Embry SZ** PRC HK$11,000,000 100 100 Manufacture and trading
LR R+ H 11,000,000/ 7T of ladies’ brassieres,
panties, swimwears and
sleepwears
SERBE
ZIEHE - A -
KRR
Embry (H.K.) Limited Hong Kong Ordinary 100 100 Trading of ladies’
("Embry HK") G HK$45,000 brassieres, panties,
ZHF (B %)ﬁl‘ﬁ"ﬂ * Non-voting swimwears and
(T=FFBE] deferred sleepwears
HK$4,500,000 BExItNE -
45,0007 7T KR
R
4,500,000/ 7T
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23. INTERESTS IN SUBSIDIARIES (continued) 23. REBLARNERE)

Particulars of the subsidiaries are as follows: (continued) B ATIMEENT - (&)
Issued

Place of and fully Percentage

incorporation paid share/ of equity

or registered attributable to Principal
Name registration capital the Company activities

BRTR AAF

MR HBERB bR

i Eff i 2 HEER B TEER
2007 2006

ZBELE _TTSH

Embry (Macau) Fashion Company ~ Macau MOP100,000 100 100 Trading of ladies’
Limited (Embry (Macau) B 100,000;2F5 % brassieres, panties,
Pronto A Vestir, Limitada) swimwears and

sleepwears
BEXIME - A -
TR RIERR

Embry (Shandong) Garments PRC US$10,000,000 100 100 Manufacture and
Limited (“Embry SD")** e 10,000,000 7T trading of ladies’

ZHF (LR )REBR AR brassieres, panties,
(TZAF IR 1)** swimwears and

sleepwears, but not
yet commenced

business
SERBELIHE -
Mg KK REERK 1
EENEIEES
EDL BVI Us$1 kAL 100 Investment holding
RBRUHS (EH REER
Embry Garments Limited BVI Us$1 100 100 Investment holding
RBRUHS (EH REER
EGL BVI Us$472 100 100 Investment holding
RRELES ANET RERK
Gallin Investments Limited Hong Kong HK$2 100 100 Investment holding
BE 2B REER
Prime Force Advertising Limited Hong Kong HK$20 100 100 Property investment
BE 2087 MERE
Whistleblower Limited BVI Us$1 100 100 Holding of trademarks
RBRUHS (EH RERBE
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23.

24.

INTERESTS IN SUBSIDIARIES (continued)

* %

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

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

law.

During the year, CZ Embry Development and EDL were disposed

Notes to Financial Statements (continued)

23. E’\‘MTE

>k

SRR M EE (48)
31 December 2007
T tFF+A=1—

AR (E)

EREZE fﬁ‘ﬁﬂzﬂzﬂ/ifﬂﬁféﬁ/%?@wx
B(RZF 7 & A (18 A9 AL | 18
1,000,000,000,000;8 7T &9 {F ] 81 B¢ /&
BRSO RERR A& FIRERREEEE
W Bx B 500,000,000,000,000,% 7T iR [E]
BRI E R

BMWLH BT - ZFFHEM - ZFF
TN R ZFIH 1L RIGIRIE  BLZ Bl 7
REINEBZE -

FA - BN FH REREDLE L ET

of to a related company, details of the disposal are set out in note —[HFfi#E LN R] - BRI & IEEIRE
12(b) to the financial statements. BIREMF12(b) °
Except for EGL, all of the above subsidiaries are indirectly BREGLAN - FatPRAEE R RIIRAR
held by the Company. RIfEEEREA o
CASH AND CASH EQUIVALENTS 2. BRERBEEEY
Group Company
rEHE AT
2007 2006 2007 2006
—BELF ZETRF —EEtHE ZETREF
HK$'000 HK$°000 HK$'000 HK$'000
FAET 8T FET FHET
Cash and bank balances R& RRITHEER 145,281 87,891 1,286 137
Time deposits with original NERBAPR=1E
maturity of less than A2 EMER
three months when
acquired 103,966 343,334 51,469 316,308
Time deposits with original N RBASH=1E
maturity of more than Rz E8ES
three months when
acquired 100,000 - 50,000 -
349,247 431,225 102,755 316,445
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24.

25.

CASH AND CASH EQUIVALENTS (continued)

At the balance sheet date, the cash and bank balances of
the Group denominated in Renminbi (“RMB") amounted
to HK$90,360,000 (2006: HK$79,422,000). The RMB

is not freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through
banks authorised to conduct foreign exchange business.

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

TRADE AND BILLS PAYABLES

An aged analysis of the Group’s trade and bills payables as
at the balance sheet date, based on the invoice date, is as
follows:

24.

25.

HERREEEY(E)

REFBREEEAARB(TARE])
sHEZ RS K IE1T 4% 590,360,000
BT (ZZEZTINF 1 79,422,000 7
L) c ARERTABEREBRAEAM
B AR IR BOKRE 2 SNE B R (K
Bl - LARAETE - SERNIESER
TE v ANEEE SRR EITINE
RGEBZRITHARE B AEHA

RITEFREEHRITHERFXEE
ZFBMEETR - MEERERFY
RBH—EH SFAREER A
S HRME - WA 72 B E T
RHEEE o RITHERNEMFRE
TR T A B 38 )RR 8% 2 (5B R AT R
17 » HE MRS FEWANE TR
ZAREEEE R FERS °

BRESRRRESRE
REEREERB ZENE SRR RIE
NEFRBEZEZBHZ KRR T
™

Group

NEE
2007 2006
—EELF ZETRF
HK$’000 HK$'000
FET FET
Within 90 days 90H A 28,403 21,040
91 to 180 days 912180H 2,601 2,066
181 to 360 days 1812360H 746 826
Over 360 days 360H A £ 1,092 1,351
32,842 25,283
The trade payables are non-interest-bearing and are ERBZERAETEFE - —BHR30E

normally settled on 30 to 90 days terms. The carrying
amounts of trade and bills payables approximate to their
fair values.

Embry Holdings Limited Annual Report 2007

VARER - BRNEZRARENE
Bz BREEEE A FERE



Notes to Financial Statements (continued)

SRR M EE (48)
31 December 2007
—TTtF+-A=1+—H

26. OTHER PAYABLES AND ACCRUALS 26. HFENFERESRE
Group Company
AEE b/
2007 2006 2007 2006

—ERELE ZTTRF ZBEtE ZTTRF
HK$000 HK$000 HK$000 HK$°000

FET FEx FET FET
Other payables H b fE N FIE 29,530 33,100 125 =
Accruals FERTRRIA 23,122 17,751 637 4,365

52,652 50,851 762 4,365
As at 31 December 2007, included in the other HE-_ZZLF+-_A=+—8"
payables an amount of RMB16,631,000 (approximately EmEMNREBEE —"ZEARK
HK$17,776,000) (2006: RMB16,631,000 (approximately 16,631,0007% (#117,776,00078 %) (=
HK$16,581,000)) was in respect of a subsidy received TTRNF : AR¥16,631,0007T (49
from the People’s Government of Zhangaqjiu, Shandong 16,581,000 7T )) 2 BEFIE - BH
Province, the PRC, for the construction cost of the basic IWEREERETARBNAS B
infrastructure to be incurred by the Group in Shandong R B RE 2 B AT E £ B
Province, the PRC. AR TR 2 £ 8k -
Other payables are non-interest-bearing, and except for HENZREATS - B L7
the government subsidy stated above, have an average BB RRE SN - —ARBREA 7 B = (A
term of three months. The carrying amounts of other A o EfbfERRIE R EFTFIE 2 RE
payables and accruals approximate to their fair values. BEERAFEEE °

RAFERBERDF —TTLFFR
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27. INTEREST-BEARING BANK LOANS, SECURED 27. FHESBTER > BEH
Group
REH
2007 2006
—EELF ZETRF
Maturity HK$°000 HK3$'000
ZHH FET FEIT
Current BR &R
Bank loan IRITER 2007
ZETLF - 4,242
Non-current JEENHA
Bank loan IRITEN 2008 t0 2012
—“ETN\EFEE
—E—CfF - 20,228
Analysed into: DHT
Bank loans repayable: AERIRITEN
Within one year —FNRN - 4,242
In the second year EF = 4,151
In the third to fifth years, FZEFRF
inclusive (RIEERMF) - 16,077
- 24,470

The effective interest rate of the Group’s bank loan was

Hong Kong Dollar Prime Lending Rate minus 2.125% per

annum is denominated in Hong Kong dollars.

The bank loans did not bear interest at fixed rate, so the
fair value of non-current bank loan was not materially

different from its book value.

Embry Holdings Limited Annual Report 2007

7K 8 3R 17 B 2k 40 B B U T B
EEEEEFIERM2.125 « WIABTT
£ -

RITERAIEABEAMEF R - HIE
BIHISRITE R 2 A P EEERRE(EY
BEAER -



28.

29.

DEFERRED LIABILITIES

Deferred liabilities represent the estimated provision in

respect of long service payments which may become
payable in the future under the Hong Kong Employment
Ordinance to employees in proportion to their periods of

services with the Group up to the

balance sheet date.

Notes to Financial Statements (continued)

R TSR Pt (48

28.

31 December 2007

“ETHF+-A=1t—H

EERE

ELRBEREEEEER

H A R R HIR

B& 2 hatEE - RERGEFI8EE

REBEE

BIBEIIZEENAERZ
FEMABE AT

Group
rEH
2007 2006
—EELF —EETRF
HK$°000 HK$°000
FAET FHET
At 1 January R—A—H 3,395 4,622
Provision/(write-back of provision) FEZBE/ (BiEEm)
for the year (note 8) (H1:£8) 192 (854)
Payments during the year FEZAR (199) (373)
At 31 December W+=ZA=+—H 3,388 3,395
DEFERRED TAX LIABILITIES 29. EEHEEE
Group REE
Depreciation
allowance in
Revaluation of  excess of related
a property depreciation Total
hERZE
pickapicl
MEE R wE et
HK$'000 HK$'000 HK$'000
FET FAET FHET
At 1 January 2006 R-BEXE—A—H 245 350 595
Deferred tax charged to the FATERERMGRZ
income statement during ERERIE (Mat11)
the year (note 11) 752 503 1,255
At 31 December 2006 and RZETRF
1 January 2007 +ZA=+—HBk
—TT+F—H—H 997 853 1,850
Deferred tax charged to the FRERERINR
income statement during ZRETRIE
the year (note 11) (BiaE11) 578 104 682
At 31 December 2007 RZZTTLF
+-A=1+—H 1,575 957 2,532
ZRFERERAT —TTLFFIR
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29. DEFERRED TAX LIABILITIES (continued)
The Group has tax losses arising in Hong Kong of
approximately HK$1,135,000 (2006: HK$14,035,000)
that are available indefinitely for offsetting against future
taxable profits of the company in which the losses arose.
Deferred tax assets have not been recognised in respect of
these losses as the aforesaid company has not generated
assessable profits for some time.

At 31 December 2007, there was no significant
unrecognised deferred tax liability (2006: Nil) for taxes that
would be payable on the unremitted earnings of certain
of the Group's subsidiaries as the Group has no liability to
additional tax should such amounts be remitted.

EEFREEEE)
REBREHEBRBAET B 2HMA
E5181,135,0008 L (Z T T N F
14,035,000% 7T ) 7] £ BR HA A 74 K 45
815 B FAE 18 2 A Bl B R 2R B R Bl i
e AR EMARIES —BERAZ
BRISFERTL M A - ML M Gh A B e 18
RIBIETIIEAE ©

R-EZE+F+-_A=1+—H #HE
FAAAREESE THE QA2 AREDH
B EAE 2 FERTBIIR M 3R E AR
RELERBEEE (T NEF &)
REABMEZEHEE L - AEE IR
BERAERINIEZEE -

30. SHARE CAPITAL e
2007 2006
-8 o -3 ZERTREF
HK$°000 HK$'000
FET FETL
Authorised: ETE
1,000,000,000 ordinary shares of 1,000,000,000 /%A%
HK$0.01 each EE0.01 Ay T A% 10,000 10,000
Issued and fully paid: BEETRAR :
400,314,500 (2006: 400,000,000) 400,314,500/ ( —ZZBZ /4 -
ordinary shares of HK$0.01 each 400,000,000% ) B A% E &
0.0178 A E R 4,003 4,000
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Notes to Financial Statements (continued)

SRR M EE (48)
31 December 2007
—TTtF+-A=1+—H

SHARE CAPITAL (continued) 30. MRA(#)
The following changes in the Company’s authorised and RATIRDEE RBBITRANR_ZE
issued share capital took place during the period from ANENAZT B GEftZ BHE) &=
29 August 2006 (date of incorporation) to 31 December —EE+F+-_A=+—HILHMH
2007: BIATEE) :
Number of Nominal
ordinary value of
shares of ordinary
HK$0.01 each share
EREE0.01
BLHEBEREE ZRREE
Notes HK$'000
izt FET
Authorised: JEIE
Upon incorporation JrAE Rt AVAisd (a) 10,000,000 100
Increase in authorised share capital % & B ASHE N b) 990,000,000 9,900
As at 31 December 2006 and RZZETREF
31 December 2007 +=A=t+—H8Kk
T F
+—A=+—8H 1,000,000,000 10,000
Issued: 2817
Allotted and issued at nil paid BARBR T BB
REE1T (© 1 =
On acquisition of EGL RUTEEEGLEF
— allotted and issued at nil paid — AR @)i) 9,999,999 =
Pl 3%} 31T
—nil paid shares credited as — R ABR
fully paid =50 (@)(ii) = 100
— consideration shares issued —BETRERS (d)(ii) 10,000,000 100
Capitalisation issue credited as EAR ARG RERA
fully paid conditional on the MARA BTN
share premium account of the R ERMELT
Company being BAREFEITALRR
credited as a result of the issue HI1ER R
of the new shares to the public (e) 280,000,000 -
Capitalisation of the share it s B AR
premium account as set BRER
out above (e) - 2,800
New issue of shares HEETTRAD () 100,000,000 1,000
As at 31 December 2006 RIZZEETRF
+=—A=+—H 400,000,000 4,000
Share options exercised BT @©) 314,500 3
As at 31 December 2007 RZZTTLF
+—A=+—8H 400,314,500 4,003

RAFERBERDF —TTLFFR
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30. SHARE CAPITAL (continued)

Notes:

(a) Upon incorporation of the Company, the authorised share capital
of the Company was HK$100,000 divided into 10,000,000 shares
of HK$0.01 each.

(b) Pursuant to the resolutions passed on 25 November 2006, the
authorised share capital of the Company was increased from
HK$100,000 to HK$10,000,000 by the creation of additional
990,000,000 shares of HK$0.01 each.

(c) On 29 August 2006, 1 share of HK$0.01 each was allotted and
issued at nil paid. The share was subsequently credited as fully
paid as described in (d)(ii) below.

(d) Pursuant to the resolutions passed on 25 November 2006 and the
group reorganisation,

(i) 9,999,999 shares of HK$0.01 each were allotted and issued
at nil paid. The shares were subsequently credited as fully
paid as described in (d)(ii) below;

(ii) 1 share and 9,999,999 shares of HK$0.01 each allotted and
issued at nil paid on 29 August 2006 and 25 November
2006 as set out in (c) and (d)(i) above respectively, were
credited as fully paid at par; and

(iii) 10,000,000 new shares of HK$0.01 each were further
allotted and issued, credited as fully paid at par, in
consideration of and in exchange for the acquisition of the
entire issued share capital of EGL.

(e) Pursuant to the resolutions passed on 14 December 2006,
an aggregate of 280,000,000 shares of HK$0.01 each in the
Company were allotted and issued, credited as fully paid at
par, by way of capitalisation of the sum of HK$2,800,000 from
the share premium account, to the then existing shareholders
of the Company, whose names appeared in the register of the
Company on 25 November 2006, in proportion to their respective
shareholdings, such allotment and capitalisation were conditional
on the share premium account being credited as a result of the issue
of new shares to the public in connection with the Company’s
initial public offering as detailed in (f) below.

() In connection with the Company's initial public offering,
100,000,000 shares of HK$0.01 each were issued at a price of
HK$3.62 per share for a total cash consideration, before expenses,
of HK$362,000,000. Dealings in these shares on the Stock
Exchange commenced on 18 December 2006.

(9) During the year ended 31 December 2007, the subscription
rights attaching to 314,500 share options were exercised at
the subscription price of HK$1.81 per share (note 31), ata
consideration of HK$569,000, of which $3,000 was credited to
share capital and the balance of HK$566,000 was credited to the
share premium account. An amount of HK$1,404,000 has been
transferred from the share option reserve to the share premium
account when the options were exercised.
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L& NE]

Hrat

(a)

(e)

AR RIS + AR RDEERA
#%100,0005% 7T * %3 4 10,000,000% &
FREEO0.01BTTRIARD ©

BE-ZTZF+—A=+HHEBEA
BRFRZR - AR E)EE #71E 990,000,000
REREEC.O1TBITHRNG « BEER
7K £ 100,000 7T 3 il Z 10,000,000
o

REZZEXRFNA-TAR 1 REE
0.0178 TTHY BRI 2 AR B R T 0 T PARS
BREAT o IR ER T ()it A
RRIERR

RE-_ZBERF+—A-THABEN
RERAREEEA

(i) 9,999,999 A% & A% I 8.0.01 78 7T
AR AD SR AR SR TT S BL 8 R B¢
7 o IR EZ T (d)(i)FTRA
RRIIERR -

(i) DHR=ZTBERENA=TNA
R=BTRF+—A-t+HBE
X (o) () (AR AR 7T S
B R EITHO 18 %2 9,999,999 &
AT E0.01 B TTH A ) B R EE
AIRFIERR + &

(iii) 10,000,000 & X EI{E0.01%& 7T
BT B B R E B A RR B M 4R
& ERRERZBIKEEGLE
2R BITHA -

BE—FTEAE+=ATEABBHR
FE  EBER7 EERRA2,800,0007
THRBERFTER  MZTTRF+—
AZ+HBRINERRRRE MO E
FF IR 5 B (1R 15 5 & B WO +5 AR Lk f31) B
% 2 3174 $£280,000,000 4% & A% E (E
0.0 B TTIREEARIIER R AR A
B&fn - B RERE REANMEE T X(HFTE
MARREBERARABEEHRARALT
BATHAR T B 19 B AR A P R
MIER TIRREIEE -

REARAAERAFEEMS -
100,000,000 A% & A T B.0.01 7 7T # AR
DIRE3.62BTTHOER T IAZST - M
A 4838 & X {8362,000,00078 T (B
FICAD) e ZEBRMHR_FFRF+=A4
TABRRBSZEE

HE-_TTLFE+-_A=1+—HIHF
B RRBEERRM1.8IBTITE
314,500 17 i A 4 2 BT B 52 A 42 (P =
31) » K {8/4569,0005% 7T * E 3,000
P ILFBR BRXA  T566,00078 IT 2 4
AT w B o & AT
B 1,404,000/ 0 A E R R EER S
RRADHERR ©



31.

Notes to Financial Statements (continued)

SHARE OPTION SCHEMES 31.

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

Pre-IPO Scheme

Eligible participants of the Pre-IPO Scheme include (i)

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

The offer of a grant of share options under the Pre-IPO
Scheme (the “Pre-IPO Share Options”) may be accepted
not later than the earlier of 21 days from the date of

offer or 28 November 2006, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the Pre-IPO Share Options is determinable by the
directors, which period may commence from the date of
the offer of the Pre-IPO Share Options, and ends on a date
which is not later than ten years from the date of the offer
of the Pre-IPO Share Options or the expiry date of the Pre-
IPO Scheme, if earlier.

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

There is no individual limit under the Pre-IPO Scheme. No

further option can be granted under the Pre-IPO Scheme.

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

SRR M EE (48)
31 December 2007
—TTtF+-A=1+—H
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31.

SHARE OPTION SCHEMES (continued)

Share Option Scheme

Eligible participants of the Share Option Scheme include,
(i) any employee (whether full time or part time, including
directors but excluding any non-executive director) of the
Company, its subsidiaries or invested entity; (ii) any non-
executive directors (including independent non-executive
directors) of the Company, its subsidiaries or invested
entity; (iii) any supplier or customer of the Group or any
invested entity; (iv) any person or entity that provides
research, development or other technological support

to the Group or any invested entity; (v) any shareholder
of any member of the Group or any invested entity or
any holder of any securities issued by any member of the
Group or any invested entity; (vi) any advisor (professional
or otherwise) or consultant to any area of business or
business development of the Group or any invested
entity; (vii) any other group or classes of participants
who have contributed or may contribute by way of joint
venture, business alliance or other business arrangement
to the development and growth of the Group; and (viii)
any company wholly-owned by one or more eligible
participants as referred in to (i) to (vii) above. The Share
Option Scheme became effective on 18 December 2006
and, unless otherwise cancelled or amended, will remain
in force for a period of ten years to 17 December 2016.

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

Notes to Financial Statements (continued)

SHARE OPTION SCHEMES (continued) 31.

Share Option Scheme (continued)

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

As at the balance sheet date and the date of the approval
of these financial statements, the total number of shares
which may be issued upon the exercise of the options
which may be granted under the Share Option Scheme

is 40,000,000, representing 10% of the shares of the
Company in issue as at those dates.

The offer of a grant of share options may be accepted
within 21 days from the date of offer, upon payment

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

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

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.
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31. SHARE OPTION SCHEMES (continued) 31. BRESTEIE)
Set out below are the outstanding Pre-IPO Share Options as UNTEIRZEE+F+ A =1+—
at 31 December 2007: B AR TE IR AR SRR -
Number of share options
BREHA
Name or
category of At Granted  Cancelled or Exercised At Date of Exercise Exercise
participant 1 January during lapsed during during 31 December grant of period of price of
2007 the year the year the year 2007 share options share options* share options*
8% R=2BtE
HEY R=BEBLE £n £h £h t=A BRe BRe Bk
£7l -A-H Bl H#EIAR B Er=F RHAH s e
HKS per share
AT
Executive directors
HTES
Mr. Cheng Man Tai 873,000 - - - 873,000 25 November 2006 18 December 2007 to 1.81
BaRsk ZZTXF 17 December 2011
+-B=t1A “Z%tE
T-A+N\BZ
%
+ZA+tA
Ms. Cheng Pik Ho Liza 500,000 - - - 500,000 25 November 2006 18 December 2007 to 1.81
BREnt ZZTXF 17 December 2011
+-B=t1A “Z%tE
T-A+N\BZ
2%
+ZA+tA
Madam Ngok Ming Chu 773,000 - - - 773,000 25 November 2006 18 December 2007 to 1.81
EA%kE L ZZTXF 17 December 2011
+-B=t1A “Z%tE
T-A+N\BZ
2%
+ZA+tA
Mr. Hung Hin Kit 332,000 = = = 332,000 25 November 2006 18 December 2007 to 1.81
HLEREE ZZTRE 17 December 2011
+-B=t1A “Z%tE
T-A+N\BZ
2%
+ZA+tA
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Notes to Financial Statements (continued)

SRR M EE (48)
31 December 2007
T tF+-A=1+—H

31.  SHARE OPTION SCHEMES (continued) 31. BRESE(E)
Number of share options
BREYE
Name or
category of At Granted  Cancelled or Exercised At Date of Exercise Exercise
participant 1 January during lapsed during during 31 December grant of period of price of
2007 the year the year the year 2007 share options share options* share options*
$5% RZBBLE
fEE RZBEBLE £r £n £R =R ERE ERE B
£5l -B-H BY H#ESAR B =t-A RHAH s e
HKS per share
SHAT
Independent non-executive
directors
BUFHTES
Mr. Lau Siu Ki 68,000 - - - 68,000  25November 2006 18 December 2007 to 1.81
YRESE “ZZXE 17 December 2011
+-F=1EA “ERtE
TZATN\BZE
3%
+ZAT+tA
Mr. Lee Kwan Hung 68,000 - - - 68,000 25November 2006 18 December 2007 to 1.81
S “ZZXE 17 December 2011
+-F=1EA “ERtE
TZATN\BZE
3%
+ZAT+tA
Prof. Lee TS. 68,000 - - - 68,000 25November 2006 18 December 2007 to 1.81
FREHR “ZZXE 17 December 2011
+-F=1EA “ERtE
TZATN\BZE
3%
+ZAT+tA
Other employees
EfbfES
In aggregate 3,828,000 - (442,000) (314,500) 3,071,500 25 November 2006 18 December 2007 to 1.81
&t ZEERX 17 December 2011
+-A=T1A Tt
TZAtN\BZ
2%
TZATtA
6,510,000 - (442,000) (314,500) 5,753,500

As at 31 December 2007, no share options have been
granted under the Share Option Scheme since its

adoption.

The weighted average share price at the date of exercise
for share options exercised during the year was HK$6.2

per share.

R-ZTZ+LF+-_A=+—H8 B
A AR AR AT B B AR IR 3R (R

Rt o

FRRBIETERBRAE 2 nEF
BEERER6.2ETT °
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31.

SHARE OPTION SCHEMES (continued)
Notes to the reconciliation of share options outstanding
during the year:

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

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

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

- 25% of such options will be vested on 18 December
2009 with an exercise period from 18 December 2009
to 17 December 2011, and

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

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

The fair value of the Pre-IPO Share Options granted during
the year ended 31 December 2006 was estimated at
approximately HK$13,525,000 (HK$2.08 each) of which
the Company recognised a share option expense of
HK$6,225,000 (2006: HK$584,000) during the year ended
31 December 2007.

The fair value of the Pre-IPO Share Options granted during
the year ended 31 December 2006 was estimated as at
the date of grant, using a binomial model, taking into
account the terms and conditions upon which the options
were granted. The following table lists the inputs to the
model used:

Dividend yield (%) 0
Expected volatility (%) 49
Risk-free interest rate (%) 3.8
Suboptimal exercise factor (times) 3
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BRESE R
FRBITEINEREO SR

& BXRRNFEEFIBEREIZUT 5= 58
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- ZEERIEA25% 1K = F
ELEF—A+/\AEE 7T
BHER=—FFTLF+=A+N

BE-F——F+=A+t

=

= ZEBRIEN25% R =F
ENFL+ A1+ NEERE - 7T
R =—FZENF+ A+
HE-ZT——F1+=-A++
H

- ZEBRIEN25% R =T
ENF1+=—A+/\AEE 7T
R AR-—FEENF1T A1/
HZE=ZZ——&F+=-A++
AR

= ZEFEIRIERR T #925% 5 R
—F-FFE+A+N\AH
B TR AT FEL+—
A+NAE=F——F+=H

++H -
# EDERRIEE AR TRE

BB 3,628 TR)50% + 1B/
e SN e ]
BEEE-

BHE—_ZTNF+-_A=+—HItHF
ERFEEERAAREEAERENA
S E G 5T A 4913,525,0007% 7T (= 8%
2.08%87) ERARRRNEE—ZE
+tE+ A=+ BILFEERER
R 6,225,000 L (Z T RF ¢
584,000/ 7T) °

BE_ZZRF+_HA=+—HIF
ERRHERAREEERENR
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IfhEt  YER RZEFBRERHR
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BEtAIRE ¢
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31.

Notes to Financial Statements (continued)

SHARE OPTION SCHEMES (continued) 31.

The suboptimal exercise factor is based on the directors’
estimation and is not necessarily indicative of the exercise
patterns that may occur. The expected volatility reflects
the assumption that the historical volatility is indicative of
future trends, which may also not necessarily be the actual
outcome.

No other feature of the options granted was incorporated
into the measurement of fair value.

The 314,500 share options exercised during the year
resulted in the issue of 314,500 ordinary shares of the
Company and new share capital of HK$3,000 and share
premium account of HK$566,000 (before issue expenses),
as further detailed in notes 30 and 32(b) to the financial
statements.

At the balance sheet date, the Company had outstanding
Pre-IPO Share Options for the subscription of 5,753,500
shares under the Pre-IPO Share Option Scheme. The
exercise in full of the Pre-IPO Share Options would, under
the present capital structure of the Company, result in
the issue of 5,753,500 additional ordinary shares of the
Company and additional share capital of HK$57,000 and
share premium account of HK$10,356,000 (before issue
expenses).

Subsequent to the balance sheet date and at the date of
approval of these financial statements, a total of 691,000
and 432,500 share options have been exercised and
lapsed, respectively.

At the date of approval of these financial statements,

the Company had 4,630,000 Pre-IPO Share Options
outstanding under the Pre-IPO Share Option Scheme,
which represented approximately 1.2% of the issued share
capital of the Company as at that date.

SRR M EE (48)
31 December 2007
T tF+-A=1+—H

BRESE R
RETERBRERZSREESMEF
BE - WA EREIE R AR HIRMNTT
LR - TRHDR 1R R ERER R E LK IR
BEBARRBHBHIERIER - JAlge
ERBERNGT -

FHERQFERES AR LB
HERRE o

FW - 314,500 BAREC 1T - &
BREE1T7314, 50008 RN A B EBAR « A%
783,000/ 7T & A% {7 )% (8 Bk 566,000,748
TC(HBREITHRZ AN « BRAFFBRERN
B 7R KR MI5E30232(b) ©

REER - ARAIREBEEXAFRAEE
AT RE AR AT S i M R T TE AR B R
N E AT E AR A 7R RE5,753,500/%
& - BEEXARBESHARAE
R AR AZERE - 2EITFEZZEERA
7 25 5 BT B IR 1 48 B8 175,753,500
AR A A Rl RE AN AR A R BR AMNIR AR
57,000% 7T & % 17 4 & B 10,356,000
PETT(HIBR B THSZ AL ©

BDREAE A RRZET B RRIELE
BHE - BTEERERAEUA691,00015
N B R EE A 4B 2 5432,50017 ©

RZETHRRELERL - AQA
RIE B XA RS B AR R 8 AT 8
TERERRTENERAFHEEAER
1 /44,630,00010 - (hARBRIRERE
BATRRAAI1.2% ©
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32. RESERVES

(a)

Group

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

The contributed surplus of the Group represents (i)
the difference between the nominal value of the
shares of the subsidiaries acquired pursuant to the
reorganisation of certain members of the Group
which took place on 31 December 1992, over the
nominal value of EGL's shares issued in exchange
therefor; (i) the premium arising from the issues
by EGL for settlement of the amount due to the
ultimate holding company of HK$15,841,000;

(iii) the premium arising from the acquisition

of Embry HK from the minority shareholders of
HK$5,000,000; and (iv) the excess of the nominal
value of the share capital of the subsidiaries
acquired pursuant to the group reorganisation,
over the nominal value of the share capital of the
Company issued in exchange therefor and the
then existing 10,000,000 shares of HK$0.01 each
credited as fully paid at par.

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

The Group applied the transitional provision

of HKFRS 3 which permits goodwill in respect
of acquisitions which occurred prior to 1
January 2001, to remain eliminated against the
consolidated reserves. The amount of goodwill
remaining in consolidated reserves, arising from
the acquisition of subsidiaries prior to 1 January
2001, was stated at cost, which is amounted to
HK$3,168,000 as at 31 December 2007 (2006:
HK$3,168,000).
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e
(a)

REME
AR MBEFEARRIFES
BAREBHERPBIHRERA

FAREDE -

AEBEEHAKRIE)BEESR
R—hh=—F+=-—A=+—8
WEAEEETKERAR © %
FRKE A a7 B E AR L 5
UL VE R AP BEATEGLAR D B
EEZEL  (I)EGLBEE X
BIRPERA &) FRIE 15,841,000
BT METETEERNRE
(iiiyA D BRAR R U B8 2 RS B S
FIT 2 4 %5 {8 5,000,000 7% 7T :
R (iv)IB RS E S H BB
REIMR AN EERH AR
ERETMEARIRARAE
EREM5 A RIZAEE ARSI
% 2 #910,000,0000% & P& (&
0.01BTTHERIREIG °

REDBERNERRD - &
RERHBEKZHHE R RZA
K EE T B 2 LR ER R E R
(208 ) FE R BCR VR HE M 29 Ik
ERECRERAERE
Ee(BRTANIK) - EEN
ERAFRENBARNES
SRUETAIER -

REBERABBMISHRELE
B 3SR A BIE MRS - BET
T —F— A —HAETK
MEFTE £ B ETRRAH
HEROLEE - REBNGEREER
A== —F—A—HAa
MiE R R EE N ESREIRK
AEME R-ZZLF+—F
=+—H%3,168,000/& T (=
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Notes to Financial Statements (continued)

ISR M EE (48)
31 December 2007
T tF+-A=1+—H

RESERVES (continued) 32. fRE#E)
Company (b) RAF
Retained
Share Share profit/
premium  Contributed option (accumulated
account surplus reserve loss) Total
RERFH/
REEEE  BHRS BRERE (BHER) at
Notes HK$000 HK$'000 HK$'000 HK$000 HK$'000
it AT AT AT AT AT
Upon incorporation Nl AL - - - - -
Loss for the period BB - - = (77) (77)
Total income and BRBRARRS
expense for the period - - - (17) (77)
Arising on the group SEEMEE
reorganisation - 381,248 - - 381,248
Capitalisation issue EMMeET 30(e) (2,800) - - = (2,800)
Issue of shares for BTl A
cash consideration ReRE 3000 361,000 - - - 361,000
Share issuie expenses Y (30,930) - - = (30,930)
Equity-settled share P\ a5
option arrangements BRERS 31 - - 584 - 584
Proposed final 2006 RE-FENE
dividend RS 14 - - - (24000)  (24,000)
At31December 2006 RZZESE
+-A=t-H 327270 381,248 584 (24,077) 685,025
Profit for the year EERT - - - 58,154 58,154
Total income and ERBRARRR
expense for the year - - - 58,154 58,154
Issue of shares Bk 30(0) 1970 - (1,404) - 566
Equity-settled share WERX 2
option arrangements BiRERHE 31 - - 6,225 - 6,225
Share options lapsed BiRERN - = (36) 36 =
Interim 2007 dividend “ETLERERS 14 - - - (8,000) (8,000)
Proposed final 2007 RE-2%t%
dividend RERE 14 - - - (24,000) (24,000)
At31December 2007 RZFFLE
+-A=t-H 329,240 381,248 5,369 2,113 717970
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32.

33.

RESERVES (continued)

(b) Company (continued)
The contributed surplus of the Company
represents the excess of the then net assets of the
subsidiaries acquired by the Company pursuant
to the group reorganisation, over the nominal
value of the share capital of the Company issued
in exchange therefor and the then existing
10,000,000 shares of HK$0.01 each credited as
fully paid at par.

The share option reserve comprises the fair value of
share options granted which are yet to be exercised,

as further explained in the accounting policy for share-
based payment transactions in note 2.4 to the financial
statements. The amount will either be transferred to the
share premium account when the related options are
exercised, or be transferred to retained profits should the
related options expired or be forfeited.

NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT

(a) Major non-cash transactions

(i) During the year, EGL entered into the

Disposal Agreement with Sinowide
to dispose of the EDL Group for a
consideration of HK$56,000,000. The
above consideration was satisfied in cash
and by an issue of the Note, as detailed in
note 22 to the financial statements. The
Note was classified as “Due from a related
company” on the face of the consolidated
balance sheet.

(ii) During the year ended 31 December 2006,
the ultimate holding company of the
Company advanced HK$15,841,000 to the
Group and full settlement for the advance
has been made by the allotment and issue,
credited as fully paid, of an aggregate of
365 shares of US$1 each in the capital of
a subsidiary, EGL, to the ultimate holding
company of the Company.
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33.

Rt E)

(b) ARATF(E)

RNA RN EBEHA R BB E
SEEHKEH B RN
BEFEBE AR AR ET
BB AT BN RILZE
B ABRSIE#E #910,000,000
MBI EE.0E TR E IR
B -

BRERBEERBEZERITENE
RERRFE - R RRATE2.458
ABUD AEIRZ ZEE st R P B AT
Ft o SERNE BBREREITESR
e = s (B Rk - SR A R AX
REE M S EOS WASE B = R EE A o

REBRSREBRMEE

(@) FEIREXS

(i)

(ii)

FEREGLEESinowideFt
EEDLE BT &1
#% ' X {& & 56,000,000
BT o FIRERE R
BIIEBRIM - FHEER
MR E22 - &
Wi EEBRBRTHE
Al FEW —FERE A E R
H] o

REE-_ZTZTF+_A
=+—HLEFE  AAF
KSR A R A AN E
315,841,000/ 7T » A
SEEBEBRARARRE
R A AR 3 M BT —
B AREGLEARRA H
365K EBEREE1ETH
ABRTI(EG B RE(D - 28R
BEZIBRN ©



33. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT (continued)
Major non-cash transactions (continued)

(a)

(b)

(iii)

During the year ended 31 December
2006, the Group acquired the remaining
5.83% equity interest in Embry HK from
the minority shareholders of Embry HK
at a consideration of HK$5,000,000. The
consideration was settled by the allotment
and issue, credited as fully paid, of an
aggregate of seven shares of US$1 each
in the capital of EGL to such minority
shareholders. Accordingly, the Group'’s
equity interest in Embry HK increased to
100%.

Disposal of subsidiaries

Notes to Financial S

33. #HFEBEER

tatements (continued)

SRR M EE (48)
31 December 2007
T tF+-A=1+—H

BRMHEE)

(@ FEHFREXH(HE)

(iii)

REZE=_TZTF+=-A
=+t HLFE  A%£H
MZHT B ALK
B AT R BHH5.83%
#z  K{& A&5,000,000
BT REUAEZED
HAR AL R IEITEGLE
Rep& H7RSREE
T ARSIER I
B - Bt AEER
TR B BRI INE
100% °

(b) HEMBARA

2007
—EBLHF
HK$000
FET
Disposal of net assets of the EDL Group: HEEDLE B & E)FE
Property, plant and equipment W - BB R 13,785
Prepaid land lease payments TS 1 b AE B FRIE 2,386
Other receivables H A fEGRIE 9
Cash and bank balances e RIRITEERR 1,423
Other payables and accruals H b e KT8 N e 7B (127)
Total net assets disposed of HEEEFERLRE 17,476
Exchange fluctuation reserve released A HH B B R B B BEE 3,
on disposal B ED (4,581)
Gain on disposal of subsidiaries HEHTE A A= 41,998
Expenses on disposal of subsidiaries HEMBARFY 1,107
Total consideration of the disposal HeEBERE 56,000
Satisfied by: ATAN A=A -
Disposal Consideration settled in cash UNEREZMEHERE 33,600
Issue of the Note (note 22) BITEE (HaE22) 22,400
56,000
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33.

34.

NOTES TO THE CONSOLIDATED CASH FLOW 33. MRERERERMET(E)
STATEMENT (continued)
(b)  Disposal of subsidiaries (continued) (b) HEMBIAEGE)
An analysis of the net cash inflow of cash and HEEMBARZRERRE
cash equivalents in respect of the disposal of EEBY 2 IBE R A FEY TN
subsidiaries is as follows: T :
Group
AEE
2007 2006
—EEtF —ETREF
HK$’000 HK$'000
FAET FET
Disposal Consideration settled ~ MABR&ZFHENRE
in cash 33,600 =
Cash and bank balances & 2 R e RIRTTAE SR
disposed of (1,423) -
Expenses on disposal of HERBARRY
subsidiaries (1,107) -
Net inflow of cash and cash HLEHRBARZES
equivalents in respect of the KR EBMRAFE
disposal of subsidiaries 31,070 -
OPERATING LEASE ARRANGEMENTS 34, RKEHENIRH
(@)  Aslessor (@) f{FRHEEA

The Group leases its investment property (note
17) under an operating lease arrangement, with a
lease negotiated for a term of four years.

At the balance sheet date, the Group had total
future minimum lease receivables under a non-
cancellable operating lease with its tenant falling

AEBERBKEHOLEER
BEMEE17) - BLO—R
VAPOSF ERETTRERS ©

NEGEER  REAEEEH
PRI 2 AR R & LA -
REBRAT BHZ RRRKIE

due as follows: WA BRI T ¢
Group
AEE
2007 2006
—EELF ZEENRF
HK$000 HK$000
FET FET
Within one year —FR 4,009 2,022
In the second to fifth years, FEEZFRF
inclusive (BEEEMSE) 1,352 3,517
5,361 5,539
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Notes to Financial Statements (continued)

BTSRRI EE (48)
31 December 2007
T tF+=-A=1+—H

34. OPERATING LEASE ARRANGEMENTS (continued) 34. REHENIRH®E)
(b)  Aslessee (b) {ERFEEA
The Group leases certain of its shops, counters, REBERBLEENLTHEER
warehouses, office properties and office ETIER B AE - #Q
equipment under operating lease arrangements EMERPNERME - B
with leases negotiated for terms ranging from one MIA—E R F TR ©
to five years.
At 31 December 2007, the Group had total future R-EZE+F+_A=1+—
minimum lease payments under non-cancellable B ANEBR AT BHRER
operating leases falling due as follows: Al RSE A E A RS 2 KRR &
AR ERNT
Group
rEH
2007 2006
“EELF ZEERF
HK$°000 HK$°000
FET FHET
Within one year —F A 48,586 31,855
In the second to fifth years, FEEFERF
inclusive (BREEEMF) 28,837 10,572
77,423 42,427

In addition, the Group has entered into
agreements with department stores to enable

the Group to set up its retail outlets therein. The
operating lease rentals for the use of their floor
areas in department stores are based on the higher
of a fixed rental or contingent rent based on sales
of the retail outlets pursuant to the terms and
conditions as set out in respective agreements. As
the future sales of these retail outlets could not
be accurately determined, the relevant contingent
rent has not been included above and only the
minimum lease commitments have been included
in the above table.

BEAN - AEBEEE SR AR L
NEASBEEBRERRARREE
o ERBEARZEEEEMER
ZRBEHOMEE HIREEEHE S K
REEMETZRREEE - ARHE
B THIRIEA B 10 P 2 R R B R
REEH HERETE - ARZET
EHZARRHERREEEMBETE
MEBIAESERBEELR - L
RIEFTHERERE -
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35.

COMMITMENTS
At the balance sheet date, the Group had the following
commitments:

b3

35. K
NEEER  NEBZAEMT

Contracted for commitment in respect

of its wholly—owned investment
in the PRC

Contracted for commitments in respect of
— the land lease payments in the PRC*

— the acquisition of property,
plant and equipment

Pursuant to the agreement (the “Acquisition Agreement”)
entered into between a subsidiary and the People’s Government

of Zhanggiu, Shandong Province, the PRC on 28 December 2005,

the Group has agreed to acquire a 50 years' land use right of a
piece of land located in Shandong Province at a consideration
of RMB22,262,000 (approximately HK$23,794,000). During

the year ended 31 December 2006, the land lease payments of
RMB 16,697,000 (approximately HK$16,647,000) were made by
the Group. On 28 October 2006, the deposit of RMB3,525,000
(approximately HK$3,515,000) had been utilised for the grant
of a land use right of a piece of land with an area of 167,870
square metres and its related certificate had been obtained from
the government land bureau of Shandong Province, the PRC.
Based on the Acquisition Agreement, the Group may request
the People’s Government of Zhanggiu to refund the unutilised
deposits of RMB13,172,000 (approximately HK$14,078,000) if
no further land use right certificate is granted to the Group by 31
December 2008.

The Company had no significant commitment at the
balance sheet date.
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2007 2006
—ETtF —ETRF
HK$’000 HK$000
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WREREEEME
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= 62,184
LARIEE 2 B aT 4
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—BEWE - BEREE
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35,896 70,769
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36.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group'’s principal financial instruments, comprise

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

It is, and has been, throughout the year under review,
the Group's policy that no trading in financial instruments
shall be undertaken.

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

Interest rate risk

The Group's financial instruments are short term in nature.
The carrying amounts of these financial instruments
reported on the balance sheet approximate to their fair
values, and hence there is no interest rate risk exposure in
relation to these instruments.

Foreign currency risk

The Group carries on its sales and purchases transactions
mainly in Hong Kong dollars and RMB. As the foreign
currencies risks generated from the sales and purchases
can be set off with each other, the foreign currency risk

is minimal for the Group. It is the policy of the Group

to continue maintaining the balance of its sales and
purchases in the same currency. The Group does not use
derivative financial instruments to protect against the
volatility associated with foreign currency transactions and
other financial assets and liabilities created in the ordinary
course of the business. However, as the Group's net profit is
reported in Hong Kong dollars, there will be a translation
gain as a result of the RMB appreciation. The majority

of the Group's operating assets are located in Mainland
China and denominated in RMB.

Notes to Financial Statements (continued)

36.
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36.

FINANCIAL RISK MANAGEMENT OBJECTIVES 36. UBEBMREEBERBE#E)
AND POLICIES (continued)
Foreign currency risk (continued) SNERBE ()
The following table demonstrates the sensitivity at the TNRINRIEFT A B fth A & B =451
balance sheet date to a reasonably possible change in the BRIF R T - ANEE R4 E AR
RMB exchange rate, with all other variables held constant, FEXRT e HIR A IBEE) 7 8IRVE (AR
of the Group's net profit (due to changes in the fair value EMEENABHATESZT) -
of monetary assets and liabilities).
Increase/ Increase/ Increase/
(decrease) (decrease) (decrease)
in RMB rate in net profit in equity
AR
EREHE S AR REEEmS
(&) CR4) O 4)
HK$'000 HK$'000
T T
2007 —BBLHF
If Hong Kong dollar weakens B TAARERZE
against RMB 5% 12,686 19,987
If Hong Kong dollar strengthens BT AREHE
against RMB (5%) (12,686) (19,987)
2006 —ETRF
If Hong Kong dollar weakens AT ARBRZE
against RMB 5% 10,611 14,297
If Hong Kong dollar strengthens BT ARBERHE
against RMB (5%) (10,611) (14,297)
Credit risk EER R

The Group trades only with recognised and creditworthy
customers. It is the Group’s policy that all customers

who wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances
are monitored on an ongoing basis and on an individual
basis. Each of the customers has been attached with a
trading limit and any excess to the limit must be approved
by the general manager of the operation unit. Under the
tight control of the credit term and detailed assessment to
the creditworthiness of individual customers, the Group's
exposure to bad debts is maintained as minimal.

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

Further quantitative data in respect of the Group'’s
exposure to credit risk arising from trade receivables are
disclosed in note 20 to the financial statements.
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IR% - REAKENEREK - £[F
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BEERERER ° I AEETH
BERTHERBWFIAEG - AEEY
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BUAR S ERM  BEIEALE -
MR AKEBRZEEED - 38 H{ER
BEFZEEREHENME  BAKEZ
AR R ARIE

AEFBEMEREENEERRERE
RelkBReEBY RBREEAFE
BREMEYIR - RETENES
MEERR - EREFNZETIAZ
ARM(E
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36.

Notes to Financial Statements (continued)

FINANCIAL RISK MANAGEMENT OBJECTIVES 36.

AND POLICIES (continued)

Liquidity risk

Liquidity risk is the risk of non-availability of funds to meet
all contractual financial commitments as they fall due.

The Group's objective is to maintain a prudent financial
policy, to monitor liquidity ratios against risk limits and to
maintain a contingency plan for funding to ensure that
the Group maintains sufficient cash to meet its liquidity
requirement.

The Group continued to enjoy a strong financial
position with cash and cash equivalents amounting
to HK$349,247,000 as at 31 December 2007 (2006:
HK$431,225,000).

During the year, the Group repaid the interest-bearing
bank loans prior to their maturity and no new loan was
drawn down in the current year.

The Group financed its operations and investment activities
by internally generated cash flows and the proceeds from
the Company’s initial public offering, respectively.

The maturity profile of the Group’s financial liabilities
as at the balance sheet date, based on the contracted
undiscounted payments, was as follows:

SRR M EE (48)
31 December 2007
T tFF+ZA=1—

MBEREEERRBEEE)

REESRERE

//m@]é(iﬂ ’FEle éiﬁ/\ﬁhl
FTEZIMz& ,\\’Jﬁﬁ‘“%%‘i‘ o AEEZ
BRERFHEE s SRIE - #EEA
RRFARER BB ESLLE - Wk
E=Eaatal  BREAEEEHEH

ReANENERBESFL -

R-ZEZ+F+_A=+—8  &&
BEEFEZEEZTBMRR  HIRE
38 & S B Y)3E 349,247,000 7T( —
TTNAF 1 431,225,000087T) ©

FA - AKBECHEBRITEERH
RIEERIE - BEXENERNFA
A e

$§E<@9}DJU§§L HELEZRESM
RARZERAREEMERIE - A
HEBRIREEHRHEES -

REER - AEBIRES QOARMBAN
FetEZ BB ERIHANT

Group AEE
Less than 3 to less than 1to5
Ondemand 3 months 12 months years Total
=ZDR

RERX LR=EA +=f@A —-Zhf @t
HK3$000 HK$'000 HK$'000 HK$'000 HK$'000
FBT FBT FAT FATL FAT

2007 “EETLRE
Trade and bills payable ENE S REEFIE 4,439 28,403 - - 32,842
Other payable H it fE{T 508 - 29,530 - = 29,530
4,439 57,933 - - 62,372

2006 “ETRF
Interest-bearing bank loans SERTER - 956 3,286 20,228 24,470
Trade and bills payable ENE S REEFIA 4,243 21,040 - - 25,283
Other payable H it AT 508 - 33,100 - = 33,100
4,243 55,096 3,286 20,228 82,853

RAFERBERDF —TTLFFR

141



36.

37.

38.

FINANCIAL RISK MANAGEMENT OBJECTIVES 36. HBEMBEERERBEKA)
AND POLICIES (continued)
Capital management BEREE
The Group manages its capital to ensure that the Group REBTEASERUBERAS B R
will be able to continue as a going concern while BEE RFEERE(EERERS
maximising the return to the equity holders through the RS IR R R B RIEEHZ K ©
optimisation of the debt and equity balance.
The capital structure of the Group consists of cash and AEFBNERNGEEDIER S RIR1TE
bank balances and equity attributable to equity holders of BUA RN IS A AEEREZS (8
the Company, which comprises issued capital and reserves EEBITERRGEE)  FBEHNEGEE
as detailed in the consolidated statement of changes in R EERK o
equity.
The Group monitors capital using a gearing ratio, which AREBERBEEABI RERAEER
is total interest-bearing bank borrowings divided by total 150 BEABLXRAIR BRITE
assets. The gearing ratios as at the balance sheet dates BERBHRUNEELTEE - NEER
were as follows: ZEEABLENT :
Group rEH
2007 2006
—EELHF ZETRF
HK$°000 HK$'000
FET FHET
Interest-bearing bank loans FTERITER - 24,470
Total non-current assets EMBVEELE 201,012 126,091
Total current assets MEVEERE 733,466 708,207
Total assets BERE 934,478 834,298
Gearing ratio BEAELE - 0.03
COMPARATIVE AMOUNTS 37. hEEF
As further explained in note 2.2 to the financial R AF RN RIIEF] BB
statements, due to the adoption of the new and revised 75 5 4E R (515 3R B 765 3% P 5
HKFRSs during the current year, the presentation of 22)  BEEHEIREIEETEXK - 8
certain items and balances in the financial statements BwENETEE REHRZZFIEE
have been revised to comply with the new and revised g - Bt - B TR TESH
requirements. Accordingly, certain comparative amounts D AREARFEEZ 2 RS
have been reclassified to conform with the current year’s K o
presentation and accounting treatment.
APPROVAL OF THE FINANCIAL STATEMENTS 38. HUEMBE®EK

The financial statements were approved and authorised
for issue by the board of directors on 16 April 2008.

Embry Holdings Limited Annual Report 2007

BBBREN_ZENFOA+BE
EEgHAERTETE -



[N E (YIRS ¢ W3 2% paywi ssald [epueuly suQ! :bunuud pue ubissp ‘1deduod



EMBRY HOLDINGS LIMITED
LR T7 1 I R 2 ]

Incorporated in the Cayman Islands with limited liability
T B 2 B I G AL 2 A PR H
Stock Code BEfrHE : 1388

Website #E : www.embryform.com
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