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Chairman’s Statement
FEHRE

BUSINESS REVIEW

For the year ended 31 December 2008, the Group recorded a revenue
of HK$1,064 million, representing an increase of 35.6% over last
year, and a net profit of HK$82 million, with HK$100 million from our
handbag business. However, our chemical sector recorded a loss of
HK$18 million during the year, thus resulted in a decrease of 23.4% in
the total net profit of the Group as compared with last year.

Since the Group has always emphasized the enhancement of its
design department, the development of various product styles and new
clients, together with years of market experience, our handbag sector
has suffered only a slight decrease in profit in the face of the financial
tsunami.

Moreover, the Group's first phase of chemical production plant
commenced production in May 2008, representing one third of the
total production capacity, and the second phase production line,
representing two third of the total production capacity, is expected to
commence production in June 2009. To prepare for the production of
the second phase, sales and production staff have been trained for the
second phase since August 2008. Therefore, though the second phase
has not commenced production yet, a major portion of its operation
costs has been paid since last year. In addition, 2 months’ raw material
reserve is necessary for the chemical production plants, but, in the
fourth quarter of last year, the global economy slowed down, with
significant falling product prices. Based on the abovementioned two
factors, a loss in our chemical business was recorded.
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Chairman’s Statement
FEHRE

PROSPECTS

The current handbag market is still sluggish. The Group will double
its effort in its handbag business, in the design of various product
styles to meet market needs, and in developing new clients, with the
aim of maintaining a stable profit.

It is intended that the second phase of the chemical production
plant will commence production in June 2009, to triple our
production capacity from the current level. With the stability of
the price of raw material and the sale price, and with only a slight
increase of the operation costs of the second phase upon its
commencement of production, as sufficient sales staff having been
made available and sufficient production staff having been trained
during the first phase, our chemical sector will bring profits for the
Group in 2009. We anticipate such sector will make favourable
returns for our shareholders in the coming year.

APPRECIATION

We thank all our customers, suppliers and all members of our
management team and staff for their loyalty, dedication, and
contribution during the period under review.

On behalf of the Board
Wai Siu Kee

Chairman

Hong Kong, 21 April 2009
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Management Discussion and Analysis
TEEREBNWmR DN

06

RESULTS OF OPERATION

During the year, the Group sustained a business growth in turnover by
35.6% to HK$1,064 million (2007: HK$785 million). Due to the loss
incurred by the chemical business, profit attributable to equity holders
dropped by 23.4% to HK$82 million (2007 : HK$106 million). Basic
eamings per share decreased by 23.39% to HK9.9 cents (2007: HK12.9
cents).

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

As at 31 December 2008, the total equity of the Group was HK$718
million (2007: HK$643 million), the Group's current assets were
HK$329 million (2007: HK$297 million) and current liabilities were
HK$572 million (2007: HK$281 million).

As at 31 December 2008, the Group had bank balances of HK$63
million which was placed as short term deposits with major leading
banks in Hong Kong and PRC.

The Group generally finances its operations with internally generated
cash flows while part of the capital expenditure of the chemical business
was financed with credit facilities provided by its principal bankers in
Hong Kong and the PRC. As at 31 December 2008, the Group had
outstanding bank borrowings of HK$427 million (2007: HK$155
million). Due to capital expenditure in the chemical business, the
Group's net debt-to-equity ratio (total borrowings net of cash and cash
equivalents over shareholders’ equity) has increased from 0.16 as at 31
December 2007 to 0.51 as at 31 December 2008.

As per our company policy, the Group only provided corporate
guarantee instead of assets as collaterals for all bank borrowings.
Hence, the Group chose to finance part of its chemical business's
expenditure in the form of one year short term revolving loans. Since
these loans could be utilized continuously, with steady and strong cash
flows generated from handbag business and also with unutilized bank
facilities of 420 million, the Group's financial position is strong enough
to meet its capital commitments and working capital requirements.
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Management Discussion and Analysis

EEBEEBNWRIOW

HUMAN RESOURCES

At 31 December 2008, the Group had a workforce of more than
5,000 people. The Group maintains a good relationship with its
employees, and provides them with proper training and competitive
compensation and incentives. The staffs are remunerated based on
their work performance, professional experience and prevailing market
situation. Remuneration packages comprise salary and bonuses based
on individual merits.

The Company has a share option scheme under which the executive
directors and employees of the Company and its subsidiaries may be
granted options to subscribe for ordinary shares in the Company. Up to
31 December 2008 no option was granted under the scheme.
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Corporate Governance Report

i

% ERRE

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of corporate
governance. The board of directors (the “Board”) of the Company
believes that sound and reasonable corporate governance practices
are essential for the growth of the Group and for safeguarding and
maximizing shareholders’ interests. During the year under review, the
Company has complied with the Code on Corporate Governance
Practices (the "Code”) as set out in Appendix 14 of the Rules Governing
the Listing of Securities (“Listing Rules”) on The Stock Exchange of Hong
Kong Limited, except where stated and explained below.

The Group has an Executive Chairman. No individual has been
appointed as a chief executive officer. The Executive Chairman with
the assistance of the Group's senior management team oversees and
manages the Group's business. Other functions normally undertaken
by a chief executive officer of a company are delegated to members
of the Group's senior management team. This structure deviates from
the code provision of Code that requires the roles of the chairman
and the chief executive officer to be separate and not performed by
the same individual. The Board has considered this matter carefully
and decided not to adopt the provision. The Board believes that
the current management structure has been effective in facilitating
the operation and development of the Group and its business for a
considerable period of time and that the necessary checks and balances
consistent with sound corporate governance practices are in place.
Accordingly, the Board does not consider it necessary to change the
current management structure. However, the Board will review the
management structure from time to time to ensure it continues to meet
these objectives.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (“Model Code”) as set out in Appendix 10
of the Listing Rules as a code of conduct regarding directors’ securities
transactions in 2004. All the members of the Board have confirmed,
following specific enquiry by the Company that they have complied
with the required standard as set out in the Model Code throughout the
year ended 31 December 2008. The Model Code also applies to other
specified senior management of the Group.
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BOARD OF DIRECTORS

Composition and role
The Board comprises:

Executive Directors:

Ms. WAI Siu Kee (Chairman)

Ms. POON Lai Ming

Ms. LEE Marina Man Wai (resigned on 30 April 2008)
Mr. LEE Man Yan

Mr. KUNG Phong (appointed on 20 August 2008)

Independent Non-executive Directors:

Mr. HENG Kwoo Seng (resigned on 30 April 2008,
reappointed on 8 April 2009)

Mr. WAN Chi Keung, Aaron JP

Mr. WONG Kai Tung, Tony

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

The principal focus of the Board is on the overall strategic development
of the Group. The Board also monitors the financial performance and
the internal controls of the Group’s business operations.

The independent non-executive directors also serve the important
function of ensuring and monitoring the basis for an effective corporate
governance framework. The Board considers that each independent
non-executive director is independent in character and judgment and
that they all meet the specific independence criteria as required by
the Listing Rules. The Company has received from each independent
non-executive director an annual confirmation or confirmation of
his independence pursuant to Rule 3.13 of the Listing Rules. The
independent non-executive directors are explicitly identified in all of the
Company's corporate communications.
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The Chairman is primarily responsible for drawing up and approving
the agenda for each board meeting in consultation with all directors.
Notice of at least 14 days have been given to all directors for all regular
board meetings and the directors can include matters for discussion
in the agenda if necessary. Agenda and accompanying board papers
in respect of regular board meetings are sent out in full to all directors
within reasonable time before the meeting. Draft minutes of all board
meetings are circulated to directors for comment within a reasonable
time prior to confirmation.

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

During the period under review, board meetings were held and the
individual attendance of each director is set out below:

Name of director EEHA

Ms. WAI Siu Kee wI®maL

Ms. POON Lai Ming BB

Ms. LEE Marina Man Wai FENERT

Mr. LEE Man Yan FNBEEE

Mr. KUNG Phong BytL

Mr. HENG Kwoo Seng il =t

Mr. WAN Chi Keung, Aaron JP FAER ST AL
Mr. WONG Kai Tung, Tony TR 4

meetings attended
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B2 BRI - AEEEARENE
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B EEGTRRE BB AR E
8 -

ROBEFEAN CEERERE  XEFHRE
a/R#EUZZD—F .
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Attendance rate
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6/6 100%
3/6 50%
2/6 33%
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2/6 33%
1/2 50%
2/2 100%
2/2 100%
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AUDIT COMMITTEE

The Audit Committee was established in 2001 and its current members
include:

Mr. HENG Kwoo Seng (Chairman)
Mr. WAN Chi Keung, Aaron JP
Mr. WONG Kai Tung, Tony

The Board considers that each Audit Committee member has broad
commercial experience and there is a suitable mix of expertise in legal,
business and accounting on the Audit Committee. The composition
and members of the Audit Committee complies with the requirements
under Rule 3.21 of the Listing Rules. The written terms of reference
which describe the authority and duties of the Audit Committee were
adopted in 2001 to conform to the provisions of the Code, a copy of
which is posted on the Company's website.

The Audit Committee meets regularly to review the Group's financial
reporting and other information to shareholders, the system of internal
controls, risk management and the effectiveness and objectively of the
audit process. The Audit Committee also provides an important link
between the Board and the Company's auditors in matters coming
within the scope of its terms of reference and keeps under review the
independence and objectivity of the auditors.

The Audit Committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters including a
review of the accounts for the year ended 31 December 2008.

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

Name of member REHA

Mr. HENG Kwoo Seng il =t

Mr. WAN Chi Keung, Aaron JP FRER ST AL
Mr. WONG Kai Tung, Tony FRURESE
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REMUNERATION COMMITTEE

The Remuneration Committee was established in 2005 and the current
members include:

Mr. HENG Kwoo Seng (Chairman)
Mr. WAN Chi Keung, Aaron JP
Mr. WONG Kai Tung, Tony

All members of the Remuneration Committee are independent non-
executive directors. The Remuneration Committee advises the Board on
the Group's overall policy and structure for the remuneration of directors
and senior management. The Remuneration Committee ensures that
no director or any of his associate is involved in deciding his own
remuneration. The terms of reference of the Remuneration Committee
were adopted in 2005 to conform to the provisions of the Code, a copy
of which is posted on the Company's website.

In determining the emolument payable to directors, the Remuneration
Committee takes into consideration factors such as salaries paid by
comparable companies, time commitment and responsibilities of the
directors, employment conditions elsewhere in the Group and the
desirability of performance-based remuneration.

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

AUDITORS’ REMUNERATION

For the year ended 31 December 2008, the auditors of the Company
only provided audit services to the Company.
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INTERNAL CONTROLS

The Board has overall responsibility for the system of internal controls of
the Group and for reviewing its effectiveness. The Board is committed
to implementing an effective and sound internal controls system to
safeguard the interest of shareholders and the Group's assets. The
Board has delegated to executive management the implementation of
the system of internal controls and reviewing of all relevant financial,
operational, compliance controls and risk management function within
an established framework.

DIRECTORS’ RESPONSIBILITY STATEMENT

The directors are responsible for the preparation of accounts for each
financial period which give a true and fair view of the state of affairs of
the Group and of the results and cash flow for that period. In preparing
the accounts for the year ended 31 December 2008, the directors have
selected suitable accounting policies and applied them consistently;
adopted appropriate Hong Kong Financial Reporting Standards and
Hong Kong Accounting Standards; made adjustments and estimates
that are prudent and reasonable; and have prepared the accounts on
the going concern basis. The directors are also responsible for keeping
proper accounting records which disclose with reasonable accuracy at
any time the financial position of the Group.

INVESTOR RELATIONS AND COMMUNICATION

The Board is committed to providing clear and full information about
the Group's performance to shareholders through the publication of
interim results and annual results in a timely manner. In addition to
dispatching circulars, notices and financial reports to shareholders,
additional information is also available to shareholders on the website
of the Company.

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

Separate resolutions are proposed at the general meetings on each
substantially separate issue, including the election of individual directors.
In addition, procedures for demanding a poll are included in the circular
to shareholders dispatched together with the annual report.
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EXECUTIVE DIRECTORS

Ms. WAI Siu Kee, aged 64, is the chairman of the Company who
joined the Group since its establishment in 1976. Ms. Wai has more
than 44 years of experience in the manufacturing industry. She is
responsible for the development of corporate strategies, corporate
planning and overall management of the Group and in particular the
marketing and development of the business of the Group.

Ms. POON Lai Ming, aged 53, joined the Group in 1976. She has
over 31 years of experience in the handbag industry. She is responsible
for the overall management and the operation of the Group's handbag
manufacturing activities in the PRC.

Mr. LEE Man Yan, aged 31, is an executive director of the Group and
general manager of Jiangsu Lee & Man Chemical Ltd. He is in charge of
the corporate and strategic planning of the chemical business segment,
and is responsible for the procurement, staff recruitment, public
relations and daily operations of the chemcial business. He graduated
from the University of British Columbia, Canada with a bachelor’s degree
in commerce. He joined the Group in 2000. Mr. Lee is a son of Ms. Wai
Siu Kee, the Group's chairman.

Mr. KUNG Phong, aged 37, is an executive director and deputy
general manager of the Group. He joined the Group in 2008 and
has over 13 years of experience in business development as well as
extensive knowledge in sales and marketing in both PRC and Hong
Kong. He is responsible for the management and development of the
handbag business of the Group. Mr. Kung is the spouse of Ms. Lee Man
Ching, the director of sales of the Group and a son-in-law of Ms. Wai Siu
Kee, the Group's chairman.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. WAN Chi Keung, Aaron JP, aged 59, is an associate of the
Institution of Business Agents, a member of the Land Institute (London),
an associate of the Chartered Institute of Arbitrators and a fellow of The
Institute of Administrative Accounting. He is engaged in the business of
property valuation and property auction and has over 28 years of related
experience.
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INDEPENDENT NON-EXECUTIVE DIRECTORS (CONTINUED)

Mr. HENG Kwoo Seng, aged 61, is the managing partner of Morison
Heng, Chartered Accountants and Certified Public Accountants in Hong
Kong. He is a fellow member of the Institute of Chartered Accountants
in England and Wales and an associate member of the Hong Kong
Institute of Certified Public Accountants. He has worked with a number
of companies listed on The Stock Exchange of Hong Kong Limited
either in the capacity of company secretary or as an independent non-
executive director.

Mr. WONG Kai Tung, Tony, aged 66, has been a practicing lawyer
in Hong Kong since 1968 and has also been admitted as a solicitor in
England and Wales. He is currently a consultant at Messrs. Hastings &
Co., Solicitors and Notaries.

SENIOR MANAGEMENT
Handbag Business

Ms. LEE Man Ching, aged 34, is the director of sales of the Group. She
joined the Group in 2007 and has over 11 years of experience in sales
and marketing. She is responsible for the Group’s handbag business
by leading the sales force in serving major OEM clients. Ms. Lee is the
daughter of Ms. Wai Siu Kee, the Group's chairman and the spouse of
Mr. Kung Phong, the executive director of the Group.

Mr. NG Yu Hung, aged 54, is the senior manager of the Group. He
joined the Group in 1977. He has over 33 years of experience in the
handbag industry. He is responsible for the marketing and development
of the Group's handbag business in the European market.

Mr. CHIU Shun King, aged 46, is the production manager of the
Group. He joined the Group in 1984 and has over 24 years of
experience in the handbag industry. He is responsible for production
planning and overall production management of the Group's factory in
Gao Bu Industrial Park.

Ms. WONG Yuet Ming, aged 44, is the financial controller and
company secretary of the Group. She joined the Group in 2004 and has
over 21 years of experience in the field of auditing and accounting. She
holds a master's degree in business administration from the University
of Surrey, United Kingdom. She is a fellow member of the Association of
Chartered Certified Accountants and an associate member of the Hong
Kong Institute of Certified Public Accountants. She is responsible for the
supervision and management of the Group's financial matters.
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Handbag Business (Continued)

Ms. TSUI Chin Wai, Jennifer, aged 44, is the sales manager of
the Group. She joined the Group in 1990. She graduated from the
State University of New York with a master's degree in business
administration. She is responsible for the sales and marketing of the
Group's handbag business in the European market.

Ms. TAI Miu Fong, aged 44, is the senior manager of the group.
She joined the Group in 2003 and has over 14 years of experience
in marketing and development. She is responsible for the sales and
marketing of the Group's handbag business in the United States and
European market.

Mr. CHAN Kam Bun, aged 60 is the business manager of the Group.
He joined the Group in 1982 and has over 43 years of experience
in the handbag business. He is responsible for the handbag business
development of the Group.

Chemical Business

Mr YANG Zuo Ning, aged 47, is the production director of Jiangsu
Lee & Man Chemical Ltd. He joined the Group in 2006. He is a senior
engineer and has 28 years of production experience in chlor-alkali
industries. He is responsible for the supervision of production, corporate
planning and management of Jiangsu Lee & Man Chemical Ltd.

Mr LAM Hiu Fung, aged 38, is the deputy financial controller of the
Group. He joined the Group in 2005 and has 16 years of experience
in financial management. He holds a bachelor's degree in Accountancy
from City University of Hong Kong and a master's degree in International
Business from the Chinese University of Hong Kong. He is a fellow
member of the Association of Chartered Certified Accountants and
an associate member of the Hong Kong Institute of Certified Public
Accountants. He is responsible for the supervision on the financial
matters, tax issues and general management of the chemical business.

Mr. HUI Jun, Dan, aged 54, is the sales director of the Group's
chemical business. He joined the Group in 2005 and has over 28 years
experience in sales, marketing and business development in overseas
and PRC enterprises. He is responsible for sales strategies, business
development and management of Jiangsu Lee & Man Chemical Ltd.
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The directors present their annual report and the audited consolidated
financial statements for the year ended 31 December 2008.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its
principal subsidiaries are set out in note 36 to the consolidated financial
statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2008 are set
out in the consolidated income statement on page 27.

An interim dividend of HK$0.025 per share amounting to
HK$20,625,000 in total was paid to the shareholders during the year.

The directors now recommend the payment of a final dividend of HK$
0.015 per share to the shareholders on the register of members on 1
June 2009, amounting to HK$12,375,000, and the retention of the
remaining profit for the year of HK$48,562,000.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 27 to the
consolidated financial statements.

SHARE OPTIONS

Particulars of the Company’s share option scheme are set out in note
28 to the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

The Group's property, plant and equipment were revalued as of 31
December 2008. The revaluation resulted in a surplus over book
values by HK$11,024,000 which has been credited directly to asset
revaluation reserve.

During the year, the Group acquired property, plant and equipment at
a cost of approximately HK$347,601,000 for the purpose of expanding
its business, mostly relating to its chemical product division. Details of
these and other movements in the property, plant and equipment of
the Group during the year are set out in note 14 to the consolidated
financial statements.
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PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Furthermore, at 31 December 2008, the Group had paid deposits
of approximately HK$72,636,000 to acquire property, plant and
equipment for its chemical production plant in Jiangsu, the People’s
Republic of China. Details of the capital commitments are set out in note
31 to the consolidated financial statements.

DIRECTORS

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

Executive directors

Ms. Wai Siu Kee (Chairman)

Ms. Poon Lai Ming

Ms. Lee Marina Man Wai (resigned on 30 April 2008)
Ms. Lee Man Yan

Mr. Kung Phong (appointed on 20 August 2008)

Independent non-executive directors

Mr. Wan Chi Keung, Aaron JP

Mr. Heng Kwoo Seng (resigned on 30th April 2008,
reappointed on 8 April 2009)

Mr. Wong Kai Tung, Tony

In accordance with the Company's Articles of Association, Mr. Kung
Phong, Ms. Poon Lai Ming and Mr. Heng Kwoo Seng retire by rotation
and, being eligible, offer themselves for re-election.

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

DIRECTORS’ SERVICE CONTRACTS

Ms. Wai Siu Kee and Ms. Poon Lai Ming have entered into a service
agreement with the Company on 1 September 2005 for a period
of three years. They also have each entered into a renewed service
agreement with the Company on 1 September 2008 for another three
years, which will continue thereafter unless and until terminated by
either party by three months’ prior written notice.
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DIRECTORS" SERVICE CONTRACTS (CONTINUED)

Mr. Lee Man Yan has entered into a service agreement with the
Company for an initial period of three years commencing 16 August
2004, which will continue thereafter unless and until terminated by
either party by three months' prior written notice.

Mr. Kung Phong has entered into a service agreement with the
Company for an initial period of three years commencing 20 August
2008, which will continue thereafter unless and until terminated by
either party by three months’ prior written notice.

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING
SHARES

At 31 December 2008, the interests and short positions of directors
and chief executives and their associates in the shares and underlying
shares and debentures of the Company and its associated corporations,
(within the meaning of Part XV of the Securities and Future Ordinance
(the "SFO")) which have been notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to
Divisions 7 and 8 of Part XV of the SFO, or which were recorded in the
register required to be kept pursuant to section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of Listed
Companies (the “Model Code") of the Rules Governing the Listing of
Securities (the “Listing Rules”) on the Stock Exchange were as follows:

(a) Long positions in shares of the Company

Ordinary shares of HK$0.10 each of the Company

Number of issued
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Name of director Capacity ordinary shares held Company
FriFE 81T EARATE BT
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company (note)
PR HEEERE (Hfit)

note: These shares are held by Fortune Star Tradings Limited (“Fortune
Star").
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DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING

SHARES (CONTINUED)

(b) Long positions in shares of the associated corporations of
the Company

Name of

associated
Name of Director ~ Capacity company
EEHE g% EEEEEE
Lee Man Yan Beneficial owner Fortune Star

FXR 2REXEEA

note: As Fortune Star owns more than 50% of the Company, Fortune
Star is an associated corporation of the Company under the SFO.
The entire issued share capital of Fortune Star is owned by Mr. Lee
Man Yan, a Director, as to 45% and Mr. Lee Wan Keung as to the
remaining 55%. Ms. Wai Siu Kee is a director of Fortune Star.

Other than disclosed above, none of the directors or the chief executive,
or any of their associates, had any interests or short positions in any
shares, underlying shares or debentures of the Company or any of its
associated corporations which had to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO, or which were required, pursuant to section 352 of the SFO, to
be entered in the register referred to therein or which were required,
pursuant to the Model Code, to be notified to the Company and the
Stock Exchange.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

A share option scheme as detailed in note 28 to the consolidated
financial statements was adopted by the Company on 14 December
2001, under which the directors or the chief executive of the Company
or their associates may be granted options to subscribe for shares in the
Company. No options were granted by the Company under the scheme
since its adoption.
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ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES
(CONTINUED)

Other than disclosed above, at no time during the year was the
Company, its holding company, or any of its subsidiaries and fellow
subsidiaries, a party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of shares in,
or debentures of, the Company or any other body corporate.

SUBSTANTIAL SHAREHOLDERS

At 31 December 2008, shareholders (other than directors and chief
executive of the Company) who had interests and short positions in
the shares and underlying shares of the Company which have been
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to be
kept by the Company under section 336 of the SFO were as follows:

Long positions

Ordinary shares of HK$0.10 each of the Company

Name of shareholders Capacity

REREH 237

Fortune Star Beneficial owner
BEREBA

Value Partners Limited
HIEHSEENT

Investment manager (note)

REKIE (f77)

note: The long position of 46,390,000 shares were held by Value Partners
Limited which was wholly owned by Value Partners Group Limited
("VPGL"). Cheah Capital Management Limited which holds 35.65%
interest in VPGL, which in turn was wholly owned by Cheah Company
Limited (“CCL"). Hang Seng Bank Trustee International Limited was the
trustee of a discretionary trust of CCL. By virtue of the SFO, Mr. Cheah
Cheng Hye, being the founder of the Trust and Ms. To Hau Yin as his
spouse were deemed to be interested in the interest held by Value
Partners Limited.
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SUBSTANTIAL SHAREHOLDERS (CONTINUED)

Other than disclosed above, as at 31 December 2008, the Company
has not been notified by any persons (other than directors and chief
executives of the Company) who had interests or short positions in
the shares or underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to
be kept by the Company under section 336 of the SFO.

CONNECTED TRANSACTIONS

Details of the related party transactions for the year are set out in
note 33 to the consolidated financial statements which are also the
discloseable connected transactions pursuant to Listing Rules. In the
opinion of the independent non-executive directors, these transactions
entered into by the Group were:

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

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

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

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

Save as disclosed above, there were no other transactions which need
to be disclosed as connected transactions in accordance with the
requirements of the Listing Rules.

DIRECTORS’ INTEREST IN CONTRACTS OF SIGNIFICANCE

Other than as disclosed under the heading “Connected transactions”, no
contracts of significance to which the Company, its holding company or
any of its fellow subsidiaries and subsidiaries was a party and in which
a director of the Company had a material interest, whether directly and
indirectly, subsisted at the end of the year or at any time during the year.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales attributable to the Group's five
largest customers comprised approximately 40% of the Group's total
sales and the sales attributable to the Group's largest customer were
approximately 149% of the Group's total sales.

The aggregate purchases during the year attributable to the Group's five
largest suppliers were less than 26% of the Group's total purchases.

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

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

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

PRE-EMPTIVE RIGHTS

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

APPOINTMENT OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

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

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

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

The Company has adopted a share option scheme as an incentive to

directors and eligible employees. Details of the scheme are set out in
note 28 to the consolidated financial statements.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
year ended 31 December 2008.

AUDITORS
A resolution will be submitted to the annual general meeting of the

Company to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors
of the Company.

On behalf of the Board
Wai Siu Kee
Chairman

Hong Kong, 21 April 2009
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Deloitte.
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TO THE MEMBERS OF LEE & MAN HOLDING LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Lee & Man
Holding Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 27 to 95, which comprise
the consolidated balance sheet as at 31 December 2008, 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.

The directors of the Company are responsible for the preparation and
the true and fair presentation of these consolidated 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 the consolidated 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.

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion solely
to you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.
We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the consolidated financial statements are free
from material misstatement.
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AUDITOR’S RESPONSIBILITY (CONTINUED)

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

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

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Group as at 31 December 2008 and of
the Group's profit and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 21 April 2009
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For the year ended 31 December 2008 & Z2008% 12 A31H L F[E

Revenue
Cost of sales

Gross profit
Other income
Selling and distribution costs
General and administrative expenses
Interest on bank borrowings

wholly repayable within five years

Profit before taxation
Income tax expenses

Profit for the year

Dividends recognised as
distributions during the year

Earnings per share (HK cents)

YA

HEMRA

EF

HAUA

HHE R D SHAAR

TTHE M

ARAFAEHEEZ
RITIEFFIE

ER AR A A
PrSHiZ H

FR &

FACHERS
IR BLE

& GEI)

Notes
MizE

10

11

2008
HK$'000
FET
1,064,077

(825,855)

238,222
15,542
(45,418)
(107,660)
(9,086)

91,600
(10,038)

81,562

41,250

9.9

2007
HK$'000
TAT

784,721
(563,467)

221,254
12,808
(28,016)
(86,750)
(897)

118,399
(11,963)

106,436

49,500

129

27
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At 31 December 2008 72008412 A31H

Non-current assets

Property, plant and equipment

Prepaid lease payments

Investment properties

Intangible asset

Deposits paid for the acquisition of property,
plant and equipment

Defined benefit assets

Current assets

Inventories

Prepaid lease payments
Trade and other receivables
Restricted bank balance
Bank balances and cash

Current liabilities

Trade and other payables
Derivative financial instruments
Amounts due to related companies
Taxation payable

Bank borrowings-due within 1 year
Bank overdrafts

Net current (liabilities) assets
TOTAL ASSETS LESS CURRENT LIABILITIES

Non-current liabilities

Bank borrowings-due after 1 year
Other long term payables
Deferred taxation

NET ASSETS

Capital and reserves
Share capital
Reserves

The financial statements on pages 27 to 95 were approved and

Notes
BiaE
FRBEE
Y - B MR 14
FENFERIE 15
B 16
BILAE 17
BEYE  HEMEE
ZEMET®
AENREE 32
RBEE
FE 18
SEUNEIEN=EeE 15
JEUNE 5 & E A F IR 19
BRFIBITFER 20
RITHEB RS 20
FREEE
JEE 5 R EAFIE 217
PTESmI A 22
JERTREE A AIZOA 23
FEfIRLTE
RITER—1 FREH 24
RITEX 24
#E(BR)EERE
BERABEESS
FRBARE
RITEIR— 1 FEREH 24
Hib R IR 25
EIEFRIA 26
BERE
B #iE
&N 27
i

2008
HK$°000
TEx

984,725
49,438
21,785

5,292

72,636
3,852

1,137,728

126,120
1,036
138,137

63,469
328,762

263,218
508
4,131
1,487
302,303

571,647
(242,885)
894,843

124,800
45,631
6,168

176,599
718,244

82,500
635,744

718,244

2007
HK$'000
TAT

646,308
48,234

20,900
3,455

718,897

106,315
997
136,131
4,737
49,012

297,192

205,750

1,487
4,104
67,054
2,154

280,549
16,643
735,540

85,800

6,368
92,668
642,872

82,500
560,372

642,872

F27 BE %95 B FTE 2 B E R 2009

authorised for issue by the Board of Directors on 21 April 2009 and are FA4A21 BREST @B REENE - WH

signed on its behalf by: TIEEREKESR:
Wai Siu Kee Lee Man Yan

#EHOH E=YR

Chairman Director

FIE EZE
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For the year ended 31 December 2008 & Z2008% 12 A31H L F[E

At T January 2007

Surplus arising on revaluation of
property, plant and equipment
Realised on depreciation of
property, plant and equipment
Realised on disposal of
property, plant and equipment
Deferred tax liabilty arising
on revaluation of property,
plant and equipment
Exchange differences
arising on translation

Net income recognised
directly in equity
Profit for the year

Total recognised income
and expense for the year

Dividends
At 31 December 2007

Surplus arising on revaluation of
property, plant and equipment

Realised on depreciation of property,

plant and equipment
Realised on dispasal of property,
plant and equipment
Reversal of deferred tax liability
arising on revaluation of
property, plant and equipment
Effect of a change in tax rate
Exchange differences
arising on translation

Net income recognised
directly in equity
Profit for the year

Total recognised income
and expense for the year

Dividends
At 31 December 2008

R2007F1A1H

ER AT
ZEfERE
nE - BER
RELTEER
HENE - B
RREER
HERNZ FR
RafEmEL
LEEHEAE
B RE
ZEHER
ERNERED
G
AEE A

REERZMA
Rxihg®

RE
12007128318

ERN G
ZEfERH
0 HERRE
ZITEER
HENE - BE

mERYE  BER
REAELL
ELHEAR
ks B/
BONHRE
ZEHER

ERNERHER
A
AEREH

AERHRL
AR

Ke

1200812 A31 B

Share
capital

&

HK$000
TR

82,5500

82,500

82,500

Share
premium

Rti®
HK$000
AL

20,307

20,307

Asset
revaluation
reserve
BE
Eftfifs
HK$'000
TiEn
38881

32,083
317)

(378)

(4.930)

24,458

24458

63,339

11,024
(5073)

(192)

540
160

6,509

6,509

69,848

Translation
reserve

E St
HK§'000
Thr

2270

9408

9,408

9,408

11,678

23,336

2333

23,336

35014

Special Accumulated

reserve

BhlfE
HK$'000
TET
(note)
(KfteE)

(67,990)

(67,990)

profits
Epevi)

HK§000
THT

473,407

2317

378

2,695
106,436

109,131
(49,500)
533,038

5073

142

5215
815562

86,777
(41250)
578,565

Total
&t
HK$'000
Tign

549,375

32,083

(4.930)

9,408

36,561
106,436

142,997
(49,500)
642,872

11,024

540
160

23336

35,060
815562

116622
(41250)
718244

29
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For the year ended 31 December 2008 #Z20084% 12 A31H L F[E

Notes:

The special reserve of the Group represents:

@

®)

the difference between the nominal value of the share capital issued by
the Company and the nominal value of the share capital of the subsidiaries
acquired pursuant to a group reorganisation in December 2001; and

the special reserve of a subsidiary, Lee & Man Development Company
Limited (“Lee & Man Development”), which represents the difference
between the nominal value of the share capital issued by Lee & Man
Development and the nominal amount of the share capital of subsidiaries
acquired by it pursuant to a group reorganisation in 1993.

B&E :
REEZ FRIFETS -

() ARFEEE2001F12 A 2 EBEAAIRE
ZHBRE RAMESREARRREEITR
REECERE &

(i) FIE2AF]Lee & Man Development Company
Limited ([ER3XE R |) 2 55 hlf##E T ERE
—IEMN 1993 F 2 S E S B ENE A R
ZRAHEEBNEREBETRAREZ
EFE o
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For the year ended 31 December 2008 ;220084 12 A31H IEFE

OPERATING ACTIVITIES
Profit before taxation
Adjustments for:
Depreciation of property,
plant and equipment
Interest expenses
Write-down of inventories
Impairment loss recognised

in respect of trade receivables
Release of prepaid lease payments
Change in fair value of investment properties
Fair value changes on derivative

financial instruments

Amortisation of intangible asset
Loss on disposal of property,

plant and equipment
Interest income

Surplus arising on revaluation of
property, plant and equipment

Operating cash flows before

movements in working capital

Increase in inventories

Increase in trade and other receivables
Increase in defined benefit assets
Increase in trade and other payables

Increase in amounts due
to related companies

Cash generated from operations

Hong Kong Profits Tax paid
Interest paid

Profits Tax paid for other jurisdictions

NET CASH FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES

Purchase of property, plant and equipment
Deposits paid for acquisition of

property, plant and equipment
Decrease in restricted bank balance

Interest received

Proceeds from disposal of property,

plant and equipment

Increase in prepaid lease payments

meEK

Il

TR

ME - BEMEEZITE

FlB S

FEKEERH
FENE B IR BB 1R
T E R
REMEARBEZE
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BIVEESH
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FREEAE 2 BER

Rt BESEHRIZ

REXBRERE
FEEn
FEUE 5 I ELAb ZRIEIE N
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FEFBREE A R FRIBIE AN

REXBAERSE
ENBEEREH
ENFE

BN EM LA TSN

REERRBEREFHE

RETH
BRI B KR

BEVE BELAREBZENRE

rE) R 3R T TTA/J—X
BEHFHE

HEME - BE RRBMSFOR

FafAEEFIE M

NET CASH USED IN INVESTING ACTIVITIES R&EEEIFFERSFE

2008
HK$'000
FTEx

91,600

35,484
9,086
6,503

1,355
1,036
872

508
384

158
(679)

146,307
(26,308)
(3,886)
(397)
48,974

2,644

167,334
(12,620)
(9,086)
(35)

145,593

(279,306)

(72,636)
4,737
679

122

(346,404)

2007
HK$'000
TAT

118,399

12,756
897
2,015

919
(2,087)

6

134,042
(18,719)
(7,156)
(178)

23,420

464

131,873
(10,360)
(897)

120,616

(346,777)

(13,353)
24,714
2,087

104
(20,714)

(353,939)

31
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FINANCING ACTIVITIES

Bank borrowings raised
Repayment of bank borrowings
Dividends paid

NET CASH FROM FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR

EFFECT OF CHANGES IN EXCHANGE RATE

CASH AND CASH EQUIVALENTS
AT END OF THE YEAR

ANALYSIS OF THE BALANCES OF
CASH AND CASH EQUIVALENTS

Bank balances and cash

Bank overdrafts

For the year ended 31 December 2008 #Z20084% 12 A31H L F[E

BMEEH
HEBRIRITEN
EIEERITEN
ENEE

RMETHELERSTFHE

RERERALER
20 GRd) B8

REANZRERERFELEE

ExEn oo
RELZRERERFLEE
RERERBASHBERDN

RITRB MRS
RITEX

2008
HK$'000
FTHET

341,303
(81,956)
(41,250)

218,097

17,286

46,858

(675)

63,469

63,469

63,469

2007
HK$'000
TAT

152,854

(119)
(49,500)

103,235

(130,088)

175,798

49,012
(2,154)

46,858
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For the year ended 31 December 2008 & Z2008% 12 A31H L F[E

The Company is a public limited company incorporated in the
Cayman Islands under the Companies Law (Revised) Chapter
22 of the Cayman Islands and its shares are listed on The Stock
Exchange of Hong Kong Limited (the "Stock Exchange"). Its
ultimate holding company is Fortune Star Tradings Ltd. ("Fortune
Star"), a company which is incorporated in the British Virgin
Islands. The addresses of the registered office and principal
place of business of the Company are disclosed in the section
"Corporate Information" to the annual report.

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

The Company acts as an investment holding company and the
principal activities of its principal subsidiaries are set out in note 36.

In preparing the consolidated financial statements, the directors
of the Company have given careful consideration to the future
liquidity of the Group in light of the fact that the Group's current
liabilities exceeded its current assets by approximately HK$243
million as at 31 December 2008. As at 31 December 2008, the
Group had bank borrowings of approximately HK$427 million, of
which approximately HK$192 million originally due for repayment
in 2009 were in breach of their covenants. Subsequent to the
balance sheet date, the Group has received waiver letters from
the bank which confirmed that it has agreed to waive the right
to demand for immediate repayment of the loan balances of
approximately HK$192 million. Accordingly, the bank loans will
be repaid in 2009 according to the original terms of repayment.
The directors of the Company believe that these loan facilities will
continue to be available and will not be withdrawn within the next
twelve months from the balance sheet date.

RRARRBEF SRS R EDE(KERT)
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SERAR ([HAA]) £ - Hix
#IZR A ) A Fortune Star Tradings Ltd.
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SEHMAAL 2 A ] o NR R EE
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RRBZNEEERES - HRARE
REER LT - BUtARE MBS HRRAET
IR

RAB A —RREER AT - HEZM
BRR 2 E2EBHEMITESE

EAREFR _ZEZENFE+ A
=T—HZRBEBRBERDEE
#9243,000,000/8 7T * IRELRE BT
WEREF - ARFEZFEANZRAEE
KRZEBED - RZTETN\F+=
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427,0000007C - EFRRER-ZE
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For the year ended 31 December 2008 #Z20084% 12 A31H L F[E

In light of the above, the directors of the Company have given
careful consideration to the future liquidity of the Group and they
are satisfied that with its existing resources, available banking
facilities and future operating cash flows, the Group will have
sufficient working capital to meet in full its financial obligations
as they fall due in the foreseeable future. Accordingly, the
consolidated financial statements have been prepared on a going
concern basis.

In the current year, the Group has applied the following
amendments and interpretations ("new HKFRSs") issued by the
Hong Kong Institute of Certified Public Accountants ("HKICPA"),
which are or have effective.

HKAS 39 & HKFRS 7 Reclassification of Financial Assets

(Amendments)

HK(IFRIC)-Int 11 HKFRS 2: Group and Treasury Share

Transactions

HK(IFRIC)-Int 12 Service Concession Arrangements

HKAS 19-The Limit on a Defined
Benefit Asset, Minimum Funding

HK(IFRIC)-Int 14

Requirements and their Interaction

The adoption of the new HKFRSs had no material effect on how
the results and financial position for the current or prior accounting
periods have been prepared and presented. Accordingly, no prior
period adjustment has been required.

The Group has not early applied the following new and revised
standards, amendments or interpretations that have been issued
but are not yet effective.
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For the year ended 31 December 2008 & Z2008% 12 A31H L F[E

HKFRSs (Amendments)
HKAS 1 (Revised)

HKAS 23 (Revised)
HKAS 27 (Revised)

HKAS 32 & 1
(Amendments)

HKAS 39 (Amendment)
HKFRS 1 & HKAS 27

(Amendments)
HKFRS 2 (Amendment)
HKFRS 3 (Revised)
HKFRS 7 (Amendment)
HKFRS 8
HK(IFRIC)-Int 9 &

HKAS 39

(Amendments)
HK(IFRIC)-Int 13
HK(IFRIC)-Int 15
HK(IFRIC)-Int 16
HK(IFRIC)-Int 17

HK(IFRIC)-Int 18

! Effective for annual periods beginning on or after 1 January
2009 except the amendments to HKFRS 5, effective for annual

Improvements to HKFRSs!

Presentation of Financial
Statements?

Borrowing Costs?

Consolidated and Separate
Financial Statements?

Puttable Financial Instruments
and Obligations Arising
on Liquidation?

Eligible hedged items?

Cost of an Investment in a
Subsidiary, Jointly Controlled
Entity or Associate?

Vesting Conditions and
Cancellations?

Business Combinations?

Improving Disclosures about
Financial Instruments?

Operating Segments?

Embedded Derivatives*

Customer Loyalty Programmes®

Agreements for the Construction
of Real Estate?
Hedges of a Net Investment
in a Foreign Operation®
Distribution of Non-cash
Assets to Owners?
Transfer of Assets from Customers’

periods beginning on or after 1 July 2009

2 Effective for annual periods beginning on or after 1 January

2009

3 Effective for annual periods beginning on or after 1 July 2009

* Effective for annual periods ending on or after 30 June 2009

> Effective for annual periods beginning on or after 1 July 2008

6 Effective for annual periods beginning on or after 1 October

2008

7 Effective for transfers on or after 1 July 2009
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For the year ended 31 December 2008 #Z20084% 12 A31H L F[E

The adoption of HKFRS 3 (Revised) may affect the Group's
accounting for business combination for which the acquisition
date is on or after 1 January 2010. HKAS 27 (Revised) will affect
the accounting treatment for changes in the Group's ownership
interest in a subsidiary. Other than as disclosed above and HKAS
23 (Revised), the directors of the Company anticipate that the
application of the other new and revised standards, amendments
or interpretations will have no material impact on the results and
the financial position of the Group.

The consolidated financial statements have been prepared on
the historical cost basis except for certain property, plant and
equipment and financial instruments, which are measured at
revalued amounts or fair values as explained in the accounting
policies set out below.

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

Basis of consolidation

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

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

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

Al intra-group transactions, balances, income and expenses are
eliminated on consolidation.

Revenue recognition

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

Revenue from sales of goods is recognised when goods are
delivered and title has passed.

Service income is recognised when services are rendered.

Interest income from a financial asset is accrued on a time basis,
by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts the
estimated future cash receipts through the expected life of the
financial asset to that asset's net carrying amount.

Property, plant and equipment

Property, plant and equipment, including land and building
held for use in production or supply of goods or services or for
administrative purposes but other than construction in progress,
are stated in the balance sheet at their revalued amounts, being
the fair value at the date of revaluation less any subsequent
accumulated depreciation and amortisation and any subsequent
accumulated impairment loss. Revaluations are performed with
sufficient regularity such that the carrying amount does not differ
materially from that which would be determined using fair values
at the balance sheet date.

Buildings under construction are stated at cost which includes
all construction costs and other direct costs, attributable to the
buildings under construction. They are not depreciated until
completion of construction. Costs of completed buildings under
construction are transferred to the category of buildings.
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Property, plant and equipment (continued)

Any surplus arising on revaluation of property, plant and
equipment is credited to the asset revaluation reserve, except to
the extent that it reverses a revaluation deficit of the same asset
previously recognised as an expense, in which case the increase is
credited to the consolidated income statement to the extent of the
decrease previously charged. A decrease in net carrying amount
arising on revaluation of an asset is charged to the consolidated
income statement to the extent that it exceeds the balance, if any,
on the asset revaluation reserve relating to a previous revaluation
of that asset. On the subsequent depreciation of the revalued
assets, the attributable revaluation reserve is transferred to retained
profits on a straight-line basis over the useful life of the assets, and,
upon disposal and retirement, the remaining revaluation surplus
attributable to that asset is transferred to accumulated profits.

Freehold land is not amortised.

Depreciation and amortisation is provided to write off the valuation
of buildings and leasehold improvements over their estimated
useful live, using the straight-line method.

Depreciation is provided to write off the valuation of other
property, plant and equipment over their estimated useful lives,
using the reducing balance method.

An item of property, plant and equipment is derecognized upon
disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or loss
arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and carrying amount of the
item) is included in the consolidated income statement in the year
in which the item is derecognized.
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Property, plant and equipment (continued)

Transfer from owner-occupied property to investment property
carried at fair value

If an item of property, plant and equipment becomes an
investment property because its use has changed as evidenced
by end of owner-occupation, any difference between the carrying
amount and the fair value of that item at the date of transfer is
recognised in property revaluation reserve. On the subsequent
sale or retirement of the asset, the relevant revaluation reserve will
be transferred directly to accumulated profits.

Investment properties

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

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

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

Prepaid lease payments

Prepaid lease payments are carried at cost and amortised over the
lease term on a straight-line basis.
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Leasing

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

Rentals payable under operating leases are charged to profit or
loss on a straight-line basis over the term of the relevant lease.
Benefits received and receivable as an incentive to enter into an
operating lease are recognised as a reduction of rental expense
over the lease term on a straight-line basis.

Impairment losses on tangible assets

At each balance sheet date, the Group reviews the carrying
amounts of its tangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If
the recoverable amount of an asset is estimated to be less than
its carrying amount, the carrying amount of the asset is reduced
to its recoverable amount. An impairment loss is recognised as
an expense immediately, unless the relevant asset is carried at
a revalued amount under another standard, in which case the
impairment loss is treated as revaluation decrease under that
standard.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the
asset in prior years. A reversal of an impairment loss is recognised
as income immediately, unless the relevant asset is carried at
a revalued amount under another standard, in which case the
reversal of the impairment loss is treated as revaluation increase
under that other standard.
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Intangible assets

Intangible assets acquired separately

Intangible assets acquired separately and with finite useful lives
are carried at costs less accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible assets
with finite useful lives is provided on a straight-line basis over their

estimated useful lives.

Gains or losses arising from derecognition of an intangible asset
are measured at the difference between the net disposal proceeds
and the carrying amount of the asset and are recognised in the
consolidated income statement when the asset is derecognised.

Inventories

Inventories are stated at the lower of cost and net realisable value.

Cost is calculated using the weighted average method.

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme as required
under the Hong Kong Mandatory Provident Fund Schemes
Ordinance (the "MPF Scheme") and state-managed retirement
benefit schemes are charged as an expense when employees

have rendered service entitling them to the contributions.

For defined retirement benefit plans, the cost of providing benefits
is determined using the Projected Unit Credit Method, with
actuarial valuations being carried out at each balance sheet date.
Actuarial gains and losses which exceed 10% of the greater of the
present value of the defined benefit obligations and the fair value
of plan assets are amortised over the expected average remaining
working lives of the participating employees. Past service cost is
recognised immediately to the extent that the benefits are already
vested, and otherwise is amortised on a straight-line basis over the

average period until the amended benefits become vested.
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Retirement benefit costs (continued)

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

Foreign currencies

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

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are recognised
in profit or loss in the period in which they arise, except for
exchange differences arising on a monetary item that forms part
of the Company's net investment in a foreign operation, in which
case, such exchange differences are recognised in equity in the
consolidated financial statements. Exchange differences arising on
the retranslation of non-monetary items carried at fair value are
included in profit or loss for the period.
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Foreign currencies (continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's operations
are translated into the presentation currency of the Group (i.e.
Hong Kong dollars) at the rate of exchange prevailing at the
balance sheet date, and their income and expenses are translated
at the average exchange rates for the year, unless exchange
rates fluctuate significantly during the period, in which case, the
exchange rates prevailing at the dates of transactions are used.
Exchange differences arising, if any, are recognised as a separate
component of equity (the translation reserve). Such exchange
differences are recognised in profit or loss in the period in which
the foreign operation is disposed of.

Borrowing costs

All borrowing costs are recognised as and included in finance costs
in the consolidated income statement in the periods which they
are incurred.

Taxation

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

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

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

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except where
the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not
reverse in the foreseeable future.

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 asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply
in the period when the liability is settled or the asset is realised.
Deferred tax is charged or credited to profit or loss, except when
it relates to items charged or credited directly to equity, in which
case the deferred tax is also dealt with in equity.

Financial instruments

Financial assets and financial liabilities are recognised on the
balance sheet when a group entity becomes a party to the
contractual provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets or
financial liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets

The Group's financial assets are mainly loans and receivables. All
regular way purchases or sales of financial assets are recognised
and derecognised on a trade date basis. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation
or convention in the marketplace.
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Financial assets (continued)
Effective interest method

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

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

Loans and receivables

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

Financial assets are assessed for indicators of impairment at each
balance sheet date. Financial assets are impaired where there is
objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the
estimated future cash flows of the financial assets have been
impacted.

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

e significant financial difficulty of the issuer or counterparty; or
e  default or delinquency in interest or principal payments; or

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

For financial assets carried at amortised cost, an impairment loss is
recognised in profit or loss when there is objective evidence that
the asset is impaired, and is measured as the difference between
the asset's carrying amount and the present value of the estimated
future cash flows discounted at the original effective interest rate.

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

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

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its liabilities.
The Group's financial liabilities are generally classified into financial
liabilities at FVTPL and other financial liabilities.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
through the expected life of the financial liability, or, where
appropriate, a shorter period.

Interest expense is recognised on an effective interest basis.
Other than those financial liabilities at FVTPL, of which the interest
expense is included in net gains or losses.

Financial liabilities

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

Equity instruments

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

THARERER

SEEER T ERAEREATAT
REBEERELZHFEZEE RS A B
TAZEHREDHE -

m

AT AT EAAEENIRAERIE
BRZEETHRANGER ZERNAR -
AEEz ERAB—ROBERRARE
AFABENERAEIEMESRAR -

BERE %

ERFNZXRT T ESR A A2 #HRA
KA RRREN N B2 A B
RRR bt HRR e hike e
EZEMERFS - B (HE
) BFITR AR -

F SRR o

EHRE
TRABEZERENEZRANE
FENFIR - ENEBERRIFIR - RITHE
R EARHIEN R - HRRAEERHN
BRI B AT E -

BRATA

RRABFBITHBRATARIRERE
TIRANRIRE WS IANR
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Derivative financial instruments

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

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred
and the Group has transferred substantially all the risks and
rewards of ownership of the financial assets. On derecognition of a
financial asset, the difference between the asset's carrying amount
and the sum of the consideration received and receivable and the
cumulative gain or loss that had been recognised directly in equity
is recognised in profit or loss. If the Group retains substantially
all the risks and rewards of ownership of a transferred asset,
the group continues to recognise a collateralised borrowing for
proceeds received.

Financial liabilities are derecognised when the obligation specified
in the relevant contract is discharged, cancelled or expired.
The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is
recognised in profit or loss.

TTEEmMTA

ITETARKTIRITER LRI AR A
FEER - HRRNSEEERENTE
HAYE - FELNEEBRERRR
FER o

HURRER

TREENWIEERSRENENE
i B ENE R A AREDE
BB E E P R AR AR R K 3R
REUHIER - REUEER S REER

ZIRBEMREEED WM KA ER
2 R ZRRNBRRIER - MEED
RECEBHEEMBREBAEDER K
BRI - BN UG B TR IR R

Eon
N

TRABENARE O AN TR TR
fRlR - BUHSUE M BUSTERR - EBUH
R R A ENREERD N BN
B2 RMEZRERSRER
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In the application of the Group's accounting policies, which are
described in note 4, the directors of the Company are required to
make various estimates based on past experience, expectations
of the future and other information. The key sources of estimation
uncertainty that can significantly affect the carrying amounts of
assets and liabilities recognised in the consolidated financial
statements within the next financial year are disclosed below.

Impairment loss on trade receivables

The assessment of the impairment loss on trade receivables
of the Group is based on the evaluation of collectability and
aging analysis of accounts and on management's judgment. A
considerable amount of judgement is required in assessing the
ultimate realisation of these receivables, including the current
creditworthiness of each customer. If the financial conditions
of customers of the Group were to deteriorate, resulting in
an impairment of their ability to make payments, additional
allowances may be required. Impairment is made based on
the estimation of the future cash flow discounted at the original
effective rate to calculate the present value. As at 31 December
2008, the carrying value of trade receivables (net of impairment
loss) and bills receivables was HK$125,156,000 (2007:
HK$123,893,000).

Write-down of inventories

Management reviews the inventories listing at each balance
sheet date, and makes allowance for obsolete and slow-moving
inventory items identified that are no longer suitable for use in
operation. Allowance was made by reference to the latest market
value for those inventories identified. Where the net realisable
value is less than the cost, a material write down may arise. As at
31 December 2008, the carrying amount of inventories (net of
allowances) was HK$126,120,000 (2007: HK$106,315,000).

RIERASRE 2 @7 R (A0 EE4 PR
) ARAEFARBBELSR
BHARIANR R EMERHER BT EZ
et o ERAIFERGRE MITHRKER
SRR 2 At R 1 2 E Z ARt 4
To

FEW B 5 7R 2 BB R

KEBEWE 55008 2 R EEE 2 5
LARTUR B ~ BREE DT R BIRE HIE A
B o FHMEZES MG 2 AR B T A
NHEBETAEHE  BESEFZE
FE2E - WAKERPIERR AR
1t - BISSEATEREE S » BIZEIRBSRASNE
# o WEDRAFTEERESRENR
REBRFIEBEIBAGTEIRE - 722008
F12A318 - ERESFIEZREE
(HIBRRI{EE1E1&) /& 125,156,000 74 7T
(2007: 123,893,000787T)

FEREEE

rEEERERSEAEEREREEES
B WEHERABTHESAREEZR
Iy SR SH T i 1 TR - BB IR
A TS EERZSE#TFERT
IR%EME - 2008 12 A31H - 78
BRTEIE (HBRZEHETE ) /5 126,120,000 7
7 (2007 : 106,315,000 7T) °
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Income taxes

As at 31 December 2008, deferred tax asset in relation to unused
tax losses of HK$39,426,000 (2007: HK$26,655,000) was
not recognised in the consolidated balance sheet due to the
unpredictability of future profit streams. The realisability of the
deferred tax asset mainly depends on whether sufficient future
profits or taxable temporary differences will be available in the
future. In cases where the expectation for future profit streams
changes, a recognition of deferred tax assets may arise, which
would be recognised in the consolidated income statement for the
period in which such a recognition takes place.

Manufacturing and sales of HliE R E
— handbags —FR
— chemical products — (L IEmR

Frig®t

R AR IE M 2w ATAITER - R
2008F 12 A31H BEEABARE
B 18 2 B FE TR IE B FE £)39,426,000 7
7L (2007 : 26,655,000 7T ) I 2 A A
EEvEEBBERTPER  REHIEA
EZERETBEBNELHE BAANRE
FSK 2R AT A 2 FERR R B B 2= 2R T
TE o MEE 2 RRER R THZ IR IEE]
wA)  RERIEEER LS TAEE R
B - AR EF SN B BRE AR
2 R A WS RATER ©

2008 2007
HK$000 HK$'000
FET TET
901,240 784,721
162,837 =

1,064,077 784,721
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(@)

Business segments

In previous years, geographical segment was reported as
primary segment as the Group's revenue and contribution
to results were solely derived from the manufacture and
sales of handbags. Upon commencement of operation
in chemical products in 2008, the Group's internal
organisational and management structure and its system
of internal financial reporting to the board of directors were
changed on the basis of above two divisions. As a result of
this change, the directors have determined that the business
segment was reported as the primary segment since 2008
and that relevant business segment information for 2007
was presented for comparison purpose.

For management purposes, the Group's business is

currently organised into two operating divisions - handbags

and chemical products. These divisions are the basis on

which the Group reports its primary segment information.

Principal activities are as follows:

Handbags — Manufacture and sales of
handbags

Chemical products — Manufacture and sales of
chloromethane products and
caustic soda

Segmental information about the business is presented
below.

RTEE - ANEERAEERA
&%Zéﬁm’]ﬁa?ﬁ%&%
B MRRMESEE®R - A1k
Iﬁuumzoosiﬁ'ﬁﬁ (IERIN S
IZW*B@%&EEE B R [AE

i&zm Bﬁﬁﬂx#&%/\,)uﬂ
Eﬁﬁ&»ﬁﬁﬂ"*ﬁf’ﬁ%
Eit - EEEIATE B 2008 FFLAZE
BoEEREEN 2 HREALEM
2007 FAERAEB D B ER—H 2
PILAVELLER o

RERNER  AEEBRIH /-
E=EBA—FRRETER °
SERPIAEBBRELTESD
VAR o

TEXBOR

FR —RERHETFR

ETER —SBERHEFK
KLY g

HFXEBORBERZIIAT
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(@)

Business segments (continued)

For the year ended
31 December 2008

CONSOLIDATED
INCOME STATEMENT

REVENUE-External sales

RESULTS

Segment results

Unallocated income

Unallocated expenses

Change in fair value of
investment properties

Interest on bank borrowings
wholly repayable within
five years

Profit before taxation
Income tax expense

Profit for the year

(@) B2 ()

Handbags
FK
HK$'000
FHExT
#2008 F
12A31BLEE

mEBRER

WA —SNERIHE
ES

AT B AA
ARFDEARXH
BEMFENAAE

901,240

122,763

ARAFANEBEER
ZSRITHE AN

ER A AT A
PrS B H

BRI A

Chemical
products
{LIER
HK$'000

FTET

162,837

(12,924)

Total
RE
HK$'000
THET

1,064,077

109,839
906
(9,187)

(872)

(9,086)

91,600
(10,038)

81,562
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(@) Business segments (continued) (@) HEKoI(E)
Chemical
Handbags products Total
F&K {LIER e
HK$'000 HK$'000 HK$'000
T THERT FHET
As at 31 December 2008 7200812 A31H
CONSOLIDATED meEEAFER
BALANCE SHEET
ASSETS BE
Segment assets DEEE 354,776 1,012,869 1,367,645
Unallocated corporate assets RTFDEARIEE 98,845
Consolidated total assets A E 1,466,490
LIABILITIES BfE
Segment liabilities pan: J=Ni 111,429 195,068 306,497
Unallocated corporate liabilities RTYHEARIAE 441,749
Consolidated total liabilities =R GY=A ] 748,246
OTHER INFORMATION HAE R
Write-down of inventories FEHKELERE 2,637 3,866 6,503
Capital expenditure BEAME N 3,189 417,048 420,237
Depreciation of property, mE - BB &
plant and equipment RIBITE 14,493 20,991 35,484
Impairment loss on JEYE 5 1R K
trade receivables VEREEY SE ] 1,355 - 1,355
Release of prepaid TE A 3t R 8
lease payments 490 546 1,036
Amortisation of intangible asset mI A ESH - 384 384
Fair value changes on PTELETEN

derivative financial instruments N EE 508 - 508
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(@)

Business segments (continued)

For the year ended
31 December 2007

CONSOLIDATED
INCOME STATEMENT

REVENUE-External sales

RESULTS
Segment results
Unallocated income
Unallocated expenses
Surplus arising on revaluation
of property, plant and equipment
Interest on bank borrowings
wholly repayable within five years

Profit before taxation
Income tax expense

Profit for the year

HZE2007 F
12A31BLLEE

mEBRER

WA —SNERIHE
ES

D EPEA

AT B AA
ARFDEARXH
EbME - BB R
RIBELZ BER

ARAFNEBIEER
ZSRITHE AN

R AR A
PGB

BRI

(@) B2 ()

Handbags
Fr
HK$’000
FET

784,721

135,573

Chemical
products
{LIER

HK$'000

FTET

(10,548)

Total
RE
HK$'000
THET

784,721

125,025
2,419
(8,154)

(897)

118,399
(11,963)

106,436
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(@) Business segments (continued) (@) HEKoI(E)
Chemical
Handbags products Total
F& {LIER e
HK$'000 HK$'000 HK$'000
TR FTHExT FHExT
As at 31 December 2007 M20075 12831 H

CONSOLIDATED BALANCE SHEET RAEEERER

ASSETS BE
Segment assets DEEE 372,893 542,732 915,625
Unallocated corporate assets RFPERAREE 100,464
Consolidated total assets IMEREE 1,016,089
LIABILITIES aE
Segment liabilities pan: J=Ni 116,849 73,126 189,975
Unallocated corporate liabilities KFHEARARE 183,242
Consolidated total liabilities IREBAE 373217
OTHER INFORMATION HAth &k}
Write down of inventories FTEBELER 2,015 - 2,015
Capital expenditure B 3,999 486,584 490,583
Depreciation of property, M - BEREEITE

plant and equipment 11,839 917 12,756
Release of prepaid lease payments B Rl R £ 490 496 986
Fair value changes on PTESRIT AR

derivative financial instruments DR EEZES) 163 - 163
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(b) Geographical segments (b) HEDI
Segment revenue by
geographical market
RILETH IS 2 HEWRA
2008 2007
HK$'000 HK$'000
FHET THET
United States of America ("USA") E3E0 459,602 380,611
Europe B 325,742 326,192
South America mEM 28,574 30,985
People’s Republic of China ("PRC") & 163,921 -
Others Hithibm 86,238 46,933
1,064,077 784,721
The following is an analysis of the carrying amount of REEMEMEED 2 HEFEEREE
segment assets and additions to property, plant and kY%E - BMERRBZAREZ DTN
equipment, analysed by the geographical area in which the K
assets are located:
Carrying amount
of segment assets Additions to property,
and reconciliation plant and equipment
to total assets Year ended
ABEEZREE W% BERREZFE
AtRd AR FEL
31.12.2008 31.12.2007 31.12.2008 31.12.2007
HK$'000 HK$'000 HK$'000 HK$'000
TERT TAx TEx TAx
Hong Kong 69 2,636 25,146 248 434
The PRC HE 1,364,769 888,539 347,353 3974
USA X8 240 1940 - 88
Unallocated AFHE - - - 472,734

1,367,645 915,625 347,601 477230
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The charge comprises:

Current tax:
Hong Kong Profits Tax
Other jurisdictions Profits Tax

Underprovision in prior years:
Hong Kong
Other jurisdictions

BRI AT A

REFHIA -
BRRH
HAth AR S

EFELRBE TR
e
Hith rARER

On 26 June 2008, the Hong Kong Legislative Council passed

the Revenue Bill 2008 which reduced corporate profits tax rate

from 17.5% to 16.5% effective from the year of assessment
2008/2009. Hong Kong Profits Tax is calculated at 16.5% (2007:
17.5%) of the estimated assessable profit for the year.

Taxation arising in other jurisdictions is calculated at the rates

prevailing in relevant jurisdictions.

The charge for the year can be reconciled to the profit before

taxation per the consolidated income statement as follows:

2008 2007
HK$'000 HK$'000
TR TAT
9,906 11,924
67 -
9,973 11,924
55 -

10 39

65 39
10,038 11,963

MR2008F 6 A26H BB LS R
BT 2008 F N AEBIEZ » B EH)
BB EH175%F R = 165% @ @
2008/2009 FR Ft & E #E AR o B & F
SRR ZEE 2 et FERBUR FiR
16.5% T E51E (2007 : 17.5%) °

B LR 2 BAT A A AR
2 BB E A -

FRTHIRR X B & W R AT SR AT
HEAEERAT -

o7
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2008 2007
HK$'000 HK$'000
FEx FHET
Profit before taxation BRA% AR A 91,600 118,399
Tax at the domestic income tax rate R PSR
of 16.5% (2007: 17.5%) 16.5% 2 I8 (2007: 17.5%) 15,114 20,720
Tax effect of expenses that are not B E FE AR B R Al
deductible in determining taxable profit M 2 e 2,699 3,254
Tax effect of income that is not taxable FEETE AR i A 828
in determining taxable profit AU 2 TSR 2 (130) (871)
Tax effect of tax losses not recognised RERTIAE R BiET 2 2,308 787
Tax effect of profit not subject 1% 50:50 J4 1| L | B 242
to tax under 50:50 arrangement (Note) Z B2 () (10,103) (11,924)
Underprovision of profits tax TFEEEEBRAMAERER
in Hong Kong and other jurisdictions DR PRST 65 39
Effect of different tax rates in H i RhERERE
other jurisdictions MEge e 167 =
Utilisation of tax losses not BB KRR
previously recognised Z BiIEEE (82) (42)
58 Income tax expense for the year FRZPIEH X 10,038 11,963
Note: According to the 50:50 onshore/offshore arrangement between HieE - REASEERBFBHIHBIL2 50 :

the Group and the Inland Revenue Department in Hong Kong,
certain profit of the Group is not subject to tax.

Details of deferred taxation at the balance sheet date and during

the year are set out in note 26.

BMBEE

Bif7E 26 o

S0EEERE/ BEERHE ARBZET

BIERIENEE B RN FA 2 BN
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2008 2007
HK$'000 HK$'000
FET FT
Profit for the year has been arrived FRRENEHRR
at after charging:
Directors' emoluments (note 12) FE=ME (FFE12) 2,850 3,131
Other staff costs H A B R 187,169 146,825
Retirement benefit schemes H AR FET B
contributions (excluding directors) (EZRBRIN) 2,047 913
Total staff costs BBRANGE 192,066 150,869
Amortisation of prepaid lease payments SEUNEiEh et 5i 1,036 986
Amortisation of intangible asset BV EESRH 384 -
Auditors' remuneration ZERE B 1,079 984
Cost of inventories recognised as expenses 17 &R AR A E A 825,855 563,467
Depreciation of property, plant e
and equipment RETTE 35,484 12,756
Impairment loss recognised in respect FEMOIR FOR B S 18
of trade receivables (BIEFEHE R HAAR)
(included in selling and distribution costs) 1,355 -
Write down of inventories FEHRELEE
(included in cost of sales) (BIBTEHEEKA) 6,503 2,015
Loss on disposal of property, HEWE - BER
plant and equipment REEE 158 919
Change in fair value of investment properties & &¥%¥M AR EE 872 -
Fair value changes on derivative TESMIAEAREE
financial instruments 508 163
and after crediting: WEFA
Interest income F B A 679 2,087
Net exchange gain b 5, 5 5,623 5,601

Surplus arising on revaluation of property, EEYE BER
plant and equipment RABPTE 2 BER - 6
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Dividends recognised as distributions FRAEHERR/DIEZ IS
during the year:

Final dividend of HK$0.025 per share BHE2007F 12 A3 BIEFE
for the year ended 31 December 2007 REARR B &M% 2.5 4

Interim dividend of HK$0.025 per share HZE2008F 12 A1 HIEFE
for the year ended 31 December 2008 AR SRR 2.5 L

Final dividend of HK$0.035 per share for HZE2006F 12 A31BIEEFE
the year ended 31 December 2006 REARR BB AR 3.5 AL

Interim dividend of HK$0.025 per share HZE2007F 12 A3 BIEFE
for the year ended 31 December 2007 HEARR B AR 2.5 781

A final dividend of HK$0.015 (2007: HK$0.025) per share for
the year ended 31 December 2008 has been proposed by the
directors and is subject to approval by the shareholders in annual
general meeting.

The calculation of the basic earnings per share is based on the
profit for the year of HK$81,562,000 (2007: HK$106,436,000)
and 825,000,000 (2007: 825,000,000) shares in issue during
the year.

2008 2007
HK$'000 HK$'000
FTET TR
20,625 =
20,625 =
- 28,875

- 20,625
41,250 49,500

EERCERIREEIL2008F 12 A
A EFEZARARSER15EU
(2007 : 2.574l) - HEZARFRERNBE
R EHbE -

BRERRFTHRFNEH 81,562,000
77T (2007 : 106,436,000 7T) AL
A B 17 J% 19 825,000,000 f% (2007 :
825,000,000 f%) &t o
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The emoluments paid or payable to each of the 7 (2007: 7)

directors were as follows:

Year ended 31.12.2008

Executive directors
Wai Siu Kee
Poon Lai Ming
Lee Man Yan
Kung Phong
(appointed on 20.8.2008)

Independent non-
executive directors
Wan Chi Keung, Aaron JP
Heng Kwoo Seng
(resigned on 30.4.2008 and
reappointed on 8.4.2009)
Wong Kai Tung, Tony

HZ2008F 12 A31 HILEE

HITEE
Eom
BB
VA
(Z{FR 20088 A208)

BUFHTEE

FHH
iiiFie=
(BHIR 2008 F4 A30B R
BREAR 200954 880)
TH®E

Fees
ik
HK$'000
TEx

80

27
80

BTSN T 762(2007 - 7R EFZ

MEanT -
Other emoluments
Hit#e
Retirement Performance
Salaries benefit related
and other schemes incentive
benefits contributions  payments
ER RINER E:35)
HitrEH TR ke
HK$'000 HK$'000 HK$'000

TR TR TR

1,170 12 =
696 12 58
502 12 =
197 4 =

2,565 40 58

Total
&t
HK$'000
TER

1,182
766
514

201

80

27
80

2,850
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Year ended 31.12.2007

Executive directors

Wai Siu Kee

Poon Lai Ming

Lee Marina Man Wai
(resigned on 30.4.2008)

Lee Man Yan

Independent non-
executive directors

Wan Chi Keung, Aaron JP

Heng Kwoo Seng

Wong Kai Tung, Tony

For the year ended 31 December 2008 #Z20084% 12 A31H L F[E

BZE2007F 12831 BILEE

HirE®
BoH
EESR
£
(BHTR 20084 A30H)
Y&

BUIHHTEE
FER

s
e

Fees
ik
HK$'000
THT

80
80
80

240

note: The performance related incentive payments were determined with

regards to the Group's operating results, individual performance and

comparable market statistics. No directors waived any emoluments
in the year ended 31 December 2008.

Other emoluments
Hit#€

Retirement Performance
Salaries benefit related
and other schemes incentive
benefits contributions  payments
ER RIKEF E:35)
HitEH HE 50 HEES
HK$'000 HK$'000 HK$'000
FHET THET FET
1,170 12 =
660 12 110
450 9 =
456 12 =
2,736 45 110

Total
&t
HK$'000
TAR

1,182
782

459
468

80
80
80

3,131

BiiaE - RIDABRIEE TR AR RIE L LS -
EARR KBRS TISSTMERE © 8
M20084 12 A 31 HILFE I EIE

HREEAHE -
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Of the five individuals with the highest emoluments in the
Group, two (2007: two) were directors of the Company whose
emoluments are disclosed in note 12 above. The emoluments of
the remaining three (2007: three) individuals were as follows:

e L EAER
RRBHET B

Salaries and other benefits
Contributions to retirement
benefits schemes

REEEES

Discretionary bonus payments

The emoluments were within the following bands:

HK$nil to HK$1,000,000 #H % 1,000,0008 7T

HK$1,000,001 to HK$1,500,000

1,000,001 7T & 1,500,000 37T

EAREES N EEF 2 ALTH - 2182
2 (2007 : 260) ANARES - EHME
B EXIRE12 © ME#R3AI(2007 3
i) P A LT 2SI T -

2008 2007
HK$'000 HK$'000
FHET FET
2,706 2,376
24 24

288 169
3,018 2,569

e FTIEE

2008 2007
Number of Number of
employees employees

EEHE RE2E
2 2

1
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64

Furniture,
fituresand  Leasehold
landand  equipment improvements Motor Plantand Construction
buildings - £8 fE  vehicles Moulds  machinery in progress Total
THREF kR NEEE RE EE PBERHE  ERIE EEl
HK$'000 HK§ 000 HK$'000 HK§ 000 HK$ 000 HK§ 000 HK$ 000 HK§ 000
TR TR TR TR TiEn Tin TR TR
VALUATION 48
At 1 January 2007 R200751A18 102,241 7,556 8,502 3,178 9 14,354 7342 143272
Currency realigment B AR 1,030 24 - 4 - 20 6381 749
Additons KB = 2264 = 1580 - 302647 160739 477230
Disposals e - €D) (578) (94) (99) a7 = (1,023)
Adustment arising REFEL A
on revaluation 7546 (1,443) 681 (902) - 13451 - 19333
At 31 December 2007 R2007412A31R 110817 8320 8,605 3,803 = 340301 174,462 646,308
Currency realigment ERAE 294 7 - 86 - 26016 12311 38779
Additions AE = 3,683 = 513 = 47991 295414 347,601
Disposals ik - (12) - - - (268) - (260)
Transfer 4 30,803 - - - - 187562 (218365) -
Transferred to BhERENE
investment properties (23,223) - - - - - - (23,223)
Adustment arising REFEL A
on revaluation 4967 (2,088) 403 (1,018) - (26724) - (24460)
At 31 December 2008 #R2008%12A31R 123,658 9975 9,008 3384 = 574,878 263,822 984,725
DEPRECIATION e
At 1 January 2007 H00751 418 - - - - - - - -
Provided for the year A 6,194 1713 787 972 - 3,090 - 12,756
Eliminated on revaluation SftRHE (6,194) (1,713) (787) 97) - (3,000) - (127%)
At31 December 2007 Ra07%12A318 - - - - - - - -
Provided for the year NEERE 8,592 2498 835 993 = 22,566 = 35484
Eliminated on revaluation SftRHE (8592) (2498) (835) (993) - (22566) - (35484)
At31 December 2008 R2008%12A318 - - - - - - - -
CARRYING VALUE N
At 31 December 2008 R2008%12A31R 123,658 9975 9,008 3384 = 574,878 263,822 984,725
At 31 December 2007 R2007%12A31R 110817 8320 8,605 3,803 = 340301 174,462 646,308
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The above items of property, plant and equipment are depreciated
on a reducing balance method at the following rates per annum
except for the buildings and leasehold improvements which are
depreciated on a straight-line basis at the rate of 5% per annum:

Furniture, fixtures and equipment 20%
Motor vehicles 25%
Moulds 331/3%
Plant and machinery (handbag segment) 20%
Plant and machinery (chemical segment) 5%-10%

The Group's property, plant and equipment were revalued as
of 31 December 2008 by Sallmanns (Far East) Limited, an
independent firm of professional property, plant and machinery
valuers, on the fair market value in continued use basis.

The net surplus of HK$11,024,000 (2007: HK$32,089,000)
arising on the above revaluation has been dealt with as follows:

() asurplus of HK$11,024,000 (2007: HK$32,083,000) has
been credited to the asset revaluation reserve; and

(i) no surplus or deficit (2007: surplus of HK$6,000) has been
deal with in the consolidated income statement.

If the above property, plant and equipment had not been revalued,
they would have been included in these consolidated financial
statements at historical cost less accumulated depreciation at the
following amounts:

BRETMEEMRREZNETIAER
ERFERSNITEIN - LY - BB

R B T ARIERAGRRIE T X
e

B HBRRE 20%
E 25%
A 331/3%
BB Ries (FRHE)  20%
E MR (L ITHEE)  5-10%

REBYIZE - WEREE  BRERE
Bl Y ZkEmsN - IRB BEYE -
RS K AESfH(ERD - FEPICGER)BRA
A] » 7220084 12 A 31 HLARFHIE -
WiRH B E G EEFRIERIRERE
Ve EAEELh o

B it Sk AR F &R 11,024,000
75 71 (2007 : 32,089,000/ 7T ) & & I
ABRIAT -

@ 110240007 7T(2007 : 32,083,000
BT BB BABESHRFEE
X

(i) MmEERSEAL (2007 : 6,000/ 7T
BR) Bt AR EIERNA ©

T Lt 2 5 ~ s MR I T E
it S EREL AR E R ENA
THBERGRATHRKRES
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For the year ended 31 December 2008 #Z20084% 12 A31H L F[E

Furniture,
landand fixturesand  Leasehold Plant and
buildings  equipment improvements Motor  machinery ~ Construction
I R RE HE vehicles BE  inprogress Total
% =2 S VETT "B Rz EEIR &t

HK$000 HK$ 000 HK$000 HK$000 HK$000 HK$000 HK$'000
AT TR Thr THT THT ThT THT

Cost R 128,145 24322 16,025 8381 612,744 263822 1,053,439
Accumulated depreciation  RFHTERE#
and amortisation (49,855) (17,703) (10642) (6,183) (53,064) - (137,447)
Net book value REFE
At 31 December 2008 72008€ 12 A31 A 78290 6,619 5383 2,198 559,680 263,822 915992
At31 December2007  R2007% 128318 69,466 5218 6015 2835 318302 174462 5762%
2008 2007
HK$'000 HK$'000
FERT FHET
The carrying values of the Group's REBYHERER 2 REERSE
property interests comprises:
— freehold land in Thailand — (I ZRBIK A FERE L - 9,319
— buildings on freehold land — IR RBI R A FERE T3
in Thailand EEF - 13,904
— buildings on land under medium- R NNGIETER Stk
term land use rights in the PRC FREL FRETF 123,658 87,594

123,658 110,817
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For the year ended 31 December 2008 & Z2008% 12 A31H L F[E

The Group's prepaid lease payments comprise leasehold land in
the PRC under medium-term lease:

Analysed for reporting purposes as: DA -
Non-current asset ERBEE
Current asset MEAE

FAIR VALUE ARE

Transfer from property, plant

and equipment and at 1 January 2008
Currency realignment EH AR
Change in fair value RNAEEH

At 31 December 2008

The investment properties situated in Thailand were revalued as
of 31 December 2008 by Thai Property Appraisal Lynn Philips
Co,, Ltd, an independent firm of professional property valuers,
on the basis of open market value in existing use. A deficit of
HK$872,000 has been deal with in the consolidated income
statement.

The carrying value of investment properties shown above

R2008F 1 H1H
W= - BERREBA

MR 2008F 12 A31 H

REEZBNEERIBRETEIRAZ
RHIHE T

2008 2007
HK$'000 HK$'000
FET FET
49,438 48234
1,036 997
50,474 49231
HK$'000

FHET

23,223

(566)

(872)

21,785

AEBURREZREMEREZR
2008F 12 A3 AHABYEEMERS
{BAM - Thai Property Appraisal Lynn Philips
Co., Lid. ZEBFRBRZ AFATISEE
AEEE(h 0 872,000 B TEE D T ALR
BlERA o

A L2527 REMERRERRE

comprises:
2008
HK$'000
FERT
— freehold land in Thailand IR A SERE L 9,001
— buildings on freehold land in Thailand IR ZRE KA LM 2 18T 12,784

21,785

6/
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For the year ended 31 December 2008 #Z20084% 12 A31H [t F[E

Technical
knowhow
Es R UIp I
HK$'000
FERT
COST PR
At 1 January 2007 and 31 December 2007 200741 A1 HKX2007F12 A31H -
Addition NE 5,756
Currency realignment ER AR (86)
At 31 December 2008 2008412 A31 A 5,670
AMORTISATION Bi5
At 1 January 2007 and 31 December 2007 20071 A1 HK&2007F12 A31H -
Provided for the year REFRAE 384
Currency realignment E (6)
At 31 December 2008 720084 12 A31H 378
CARRYING VALUE IR (E
At 31 December 2008 MR 20084F 12 A31H 5,292
The technical knowhow was acquired from a third party. It is BEARMABEBEE=7 - BN +4F
amortised on a straight-line basis over its estimated useful life of ZAEHERFRA - BRI
ten years.
2008 2007
HK$'000 HK$'000
FERT THET

Raw materials and consumables R E R S 52,867 57,467
Work in progress R 41,372 41,167
Finished goods I 31,881 7,681

126,120 106,315
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Trade receivables FEUE Kk

Less: allowance for doubtful debts AR

Bills receivables FEU IR

Other receivables, prepayment H U - TERTR
and deposits &k

Total trade and other receivables JEUE 5 K E Ath 5K IE

The Group generally allows an average credit period ranged from
0 to 90 days to its trade customers.

At 31 December 2008, the carrying amount of the trade
receivable pledged as security for the bills discounted with
recourse, as disclosed in note 24, was HK$47,028,000 (2007:
HK$3,557,000).

Included in the balance are trade and bills receivables of
HK$125,156,000 (2007: HK$123,893,000). The aged analysis
of trade and bills receivables at the balance sheet date is as

follows:

Less than 30 days DR30K
31-60 days 31260K
61-90 days 61 290K
Over 90 days 90 R E
Prepayment and deposits BRRRET &
Other receivables L e

2008 2007
HK$'000 HK$'000
FHET FET
70,662 95,739
(1,355) -
69,307 95,739
55,849 28,154
125,156 123,893
12,981 12,238
138,137 136,131

AEE MG TE SR 2RI
ABOFEIK °

2008 F12 A 31 H » 47,028,000 &
7t (2007 : 3,557,000 7T) 7 el =%
FRVEEIRERIRE 2 IR (FizE24) o

FEWNE 5 Kk H b RIBBIEREKE 5%
TH & 2 ¥ #9125,156,000% 7T (2007:
123,893,000/7T) ' EME SR TERE
BREEB ZBRIRDITAT ¢

2008 2007
HK$'000 HK$'000
FEx TFAT
77,696 85,843
32,162 22,756
11,278 8,530
4,020 6,764
125,156 123,893
11,151 6,233
1,830 6,005

138,137 136,131
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For the year ended 31 December 2008 #Z20084% 12 A31H L F[E

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

Euro BR7E
RMB AR
HK dollars BIT

Before accepting any new customer, the Group assesses the
potential customer's credit quality by investigating their historical
credit record and then defines the credit limit of that customer.
The Group has provided allowance for doubtful debts of
HK$1,355,000 (2007: nil) for certain receivables over 90 days.
It is the Group's policy to make provision against debts which
normally aged over 90 days because historical experience is such
that receivables that are past due beyond 90 days are generally
not recoverable. However, included in the Group's trade receivable
balance are debtors with an aggregate carrying amount of
HK$20,255,000 (2007: HK$32,763,000) which were past due
at the reporting date but for which the Group has not provided
for impairment loss, as there has not been a significant change in
credit quality of the relevant customers and the Group believes
that the amounts are still recoverable as there are continuing
subsequent settlement. The Group does not hold any collateral
over these balances.

AT REWE S ERERRE MK
i’]l«MHﬁﬁ‘Elﬂ 2R DR B HE LASND
iR - ux—rmlﬁ/?f&f?ﬁ%ﬂﬁw °

2008 2007
HK$'000 HK$'000
FHET FET
2,782 6,397
633 3,735
2,175 4,785
5,590 14,917

REMTETERR  AEESRT
BEHEBAZEERSTERER ZBE
EEEEVRATEZEF ZEEREE - &
EEE B T#H 90 B 2 FEUGRIAESL
REREE 1,35500087C (T H4F -
1) o REEE2EZERFIEELED
ERERAMERR AN THU LR
FEWRIBZR S - MRS BIREE
20,255,000787C (2007 : 32,763,000
PETT) K FEME SR E BER EEB’\%LT
EEEHRTESE A ANEMAEERA

FIE AT Y[E - ﬁﬁzﬂ&ﬁ%m@&ﬁa{'ﬁﬁé
1 o REEWERE Z A B m o
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For the year ended 31 December 2008 & Z2008% 12 A31H L F[E

Ageing of trade receivables which are past due but not impaired

0-30 days DLR30K
31-60 days 31 260K
61-90 days 61£290K
Over 90 days 90K

Total &5t

The restricted bank balance at 31 December 2007 represents
performance bond deposits placed with Bank of China in respect
of the Group's construction of chemical plants in Jiangsu Province,
the PRC. The restricted bank balance has been released upon the
completion of construction of chemical plants as at 31 December
2008.

Bank balances and cash comprise cash held by the Group and
short term bank deposits with an original maturity of three months
or less. The deposits carry an average market interest rate of 1.0%
(2007: 3.95%) per annum.

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

followv:

Euro BRZ&
RMB AR
HK dollars BT

EiEHAmMAREREKE 5 FIBRRE N
T

2008 2007
HK$'000 HK$'000
FET FHT
5,722 16,205
8,647 9,602
1,926 192
3,960 6,764
20,255 32,763

#2007 % 12 A 31 BB RHIERI T
TR BT ERAC TRz T2 TimE R
AER WAF A EIERTT - 72008 4 12
A318 - ZBRHRITERENMET
BE Ti2IE T4 -

RITEARRSEEAEEREG RS
MRARIERRINIEAEIE 2
HISRITIER - ZEEIRTISTEER
& 1.0% (2007 : 3.95%) &5 °

AT RTT MR & e AR S B A
BB ERAINCER ©

2008 2007
HK$'000 HK$'000
THET TAT
684 10,707
1,606 7,924
26,364 16,136

28,654 34,767

e
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For the year ended 31 December 2008 #Z20084% 12 A31H L F[E

Trade and other payables principally comprise amounts
outstanding for trade purchases and ongoing costs. The average
credit period obtained for trade purchases is 30 to 90 days.

Included in trade and other payables are trade payables of
HK$87,592,000 (2007: HK$94,048,000). The aged analysis of
trade payables at the balance sheet date is as follows:

Less than 30 days DLR30K

31-60 days 31 260K

61-90 days 61£290K

Over 90 days 90 KA L

Other payables and accruals Hitv s R e & A

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

entities.

Euro BRZE
RMB AR
Japanese Yen H
HK dollars BIT

[ENESRHEMZEEEREESHEE
NISERIRAZ R TERE - EHHEE
ZFHEEREREIA 30 £ 90K ©

FERTE 5 REMFIEBERMNE S IE
#987,592,0007% 7T (2007: 94,048,000
BT ENESRIEREE B 2RI
DT -

2008 2007
HK$'000 HK$'000
FET T
40,170 53,621
26,007 33,425
17,491 5,781
3,924 1,221
87,592 94,048
175,626 111,702
263,218 205,750

VAT B B SRk S Bt IR LARERE
SE AL R IAINDER

2008 2007
HK$'000 HK$'000
FHET FAET
827 800
47,092 56,193
10,773 12,989
37,553 22,238

96,245 92,220
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The amount represents the fair value of a foreign exchange
contract held by Group with terms stated as follows:

Notional amount

L

Sell EUR1,500,000
H £ 1,500,000 BT

The derivatives are measured at fair value at the balance sheet
date. The fair value of foreign exchange contract is determined
based on forward rate obtained from banks for equivalent
instruments at the balance sheet date. This is used to hedge
against the exchange rate difference for Euro against USD.

Capital Nation Investments Limited
Lee & Man Paper Manufacturing Limited 32 3CE#KBR A A

Al of these related companies are beneficially owned by Mr. Lee
Wan Keung, the controlling shareholder of the Company's ultimate
holding company, Fortune Star. The amounts are unsecured, non-
interest bearing and repayable on demand.

SEETAKEFHINELBRENZA
HE - BEFSET

Maturity Exchange rate
b= Rz
31.03.2009 1 EURO: 1.300 USD

31.03.2009 18T 1.3003% 7T
PTHEAHNEERRIRAREE - b
EAHZ AR ERRRIRITIREESET
B 7 RHER - 32 A 4R ANETEZE
HESZINEEZR

o

2008 2007
HK$'000 HK$'000
FHET FHET
1,170 1,487
2,961 -
4,131 1487

ﬁﬁﬁ%ﬁ%ﬁ%k“ﬂi’ﬂﬂﬂ$”* BERIEIR

/A A Fortune Star 2 1A% % 3R 2238 58 50 A
BEnh - BEzTEAEER - TR A
MIAREERIER -

/3
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For the year ended 31 December 2008 #Z20084% 12 A31H L F[E

Bank overdrafts RITEX
Bank loans RITER
Bank import loans RITA D EERK
Bills discounted with recourse M2 R 2 L IR B
Carrying amount repayable: HERREAE
On demand or within one year JEZsRkel 1 F A
More than one year, FAH 1 FENEBE 25
but not exceeding two years
More than two years but not RBHE2FETRBESF

more than five years

Less: Amounts due within one year B 1 FEANRERE

shown under current liabilities

Analysed as: DR -
Secured BHER
Unsecured il

As at 31 December 2008, the Group had available banking
facilities of approximately HK$767,663,000 (2007:
HK$796,678,000) of which HK$347,874,000 (2007:
HK$155,008,000) was utilised.

The directors of the Group, Ms. Wai Siu Kee and Mr. Lee Man Yan
has provided personal guarantee to the Group for bank borrowing
amounted to HK$56,550,000 (2007: nil).

2008 2007
HK$'000 HK$'000
FET FHET
- 2,154
285,229 85,800
94,846 63,497
47,028 3,557
427,103 155,008
302,303 69,208
41,184 17,160
83,616 68,640
427,103 155,008

(302,303) (69,208)
124,800 85,800
47,028 3,557
380,075 151,451
427,103 155,008

M2008F 12 A31H - KA &£ E 7] B
2 R 171 A 12 B 58 £9767,663,000
77T (2007 © 796,678,000787T) HAR
347,874,000 (2007 : 155,008,000 %
7o) BEWENA o

AEFEES  GIBLEIREXEL
H B A%EE 2~ 56,550,000 7T (2007
) IRT TR SR A AR -
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The exposure of the Group's fixed-rate borrowings and variable-
rate borrowings are as follows:

Fixed-rate borrowings
(all within one year) RS

Variable-rate borrowings FEER

The ranges of effective interest rates on the Group's borrowings
are as follows:

Effective interest rate: BB -
Fixed-rate borrowings EEFIEER
Variable-rate borrowings REER

The Group's borrowings that are denominated in currencies other
than the functional currency of the relevant group entities are set

out below:
uUsD
Ep
HK$'000
FAT
As at 31 December 2008 254,119

As at 31 December 2007 85,800

REBZEEBREFEERS T
T

2008 2007
HK$'000 HK$'000
FTHET TAT
79,229 -
347,874 155,008
427,103 155,008

REBERERFEESGELAT -

2008 2007

6.13% to 6.90% =
per annum %

0.6% to 3% over 0.6% to 0.8% over

HIBOR or LIBOR  Hong Kong Prime Rate,

HIBOR or LIBOR

ERREEFE

BRREREN BARZEREK

CEES Y RBRZERE

A& B E AR RN ETIESN
ZIRITERESNNT ¢

Denominated in

EE
EUR HKD JPY
BT BT =!
HK$'000 HK$'000 HK$'000
TAT TAT TAT
7,781 139,499 -

= 2,154 63,498

5
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For the year ended 31 December 2008 #Z20084% 12 A31H L F[E

Other long term payables represented the payables for
construction projects and acquisition and installation of equipment
for chemical products. The amount will be repayable after one year
from the balance sheet date in accordance with the respective
agreements.

The following are the major deferred tax liabilities and assets
recognised and movements thereon during the current and prior
reporting year.

Accelerated

depreciation
hnE
BSITE
HK$'000
TR

At 1 January 2007 2007 F X1 A 1H

Charge to equity for the year HANEt A=

At 31 December 2007 R2007F 12 A31H
Effect of a change in tax rate MEEH B
Credit to equity for the year FRFt AR

At 31 December 2008 72008 12 A31 H

At the balance sheet date, the Group had unutilised tax losses
of HK$40,883,000 (2007: HK$27,366,000) available to offset
against future profits. A deferred tax asset has been recognised
in respect of HK$711,000 (2007: HK$711,000) of such
losses. No deferred tax asset has been recognised in respect
of the remaining HK$39,426,000 (2007: HK$26,655,000)
due to the unpredictability of future profit streams. Tax losses of
HK$29,280,000 may be carried forward indefinitely while the
remaining tax losses of HK$11,603,000 from PRC subsidiaries
may be carried forward for five years.

Hih REIEN FIBEAESEIER REBE K
LA B MR 2 ENFRIE o FIEH
REEERRT —FRIEEARRE

AREREBAEREPFCDHER 2 EZER
ERBRABREE AL T

Revaluation
of property,
plant and
equipment Tax
M - BE losses Total
RRBEM BIREE a&t
HK$'000 HK$'000 HK$'000
FHT FHET FHEIT
1,938 (124) 1,938
4,930 = 4,930
6,868 (124) 6,868
(160) 7 (160)
(540) - (540)
6,168 (117) 6,168

REEH AEEWABAETA
ERAARARRBR RN 2 HIBEER
40,883,000 7T (2007 : 27,366,000
PEIT) o AR BLEZBIERER T 711,000
78 70(2007 = 711,00078 7T ) Z IEE &
BEE - BRARK R 2 mATAE
Bl & N 239,426,000 JT (2007 :
26,655,000 7T ) BB E 180 AR &
BEBIBEE - BIIEE1E ] SR B4
8 o F{IEET1829,280,0007%8 7T A] £ [R £
e MR T ARETR BB AR 2B
[E518 11,603,000 8 Rl AI AE8E L 4F o
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Ordinary shares of HK$0.10 each:
Authorised: EE
At 1 January 2007, 31 December 2007

and 31 December 2008 2008 12 A31H

Issued and fully paid: BIRBR:
At 1 January 2007, 31 December 2007

and 31 December 2008 N 2008F 12 B31H

There was no movement in the Company's share capital for both
years.

The Company's share option scheme (the "Scheme") was
adopted pursuant to a resolution passed on 14 December 2001
for the purpose of providing incentives to directors and eligible
persons. The Scheme will remain in force for a period of 10 years
from adoption of such scheme and will expire on 13 December
2010.

Under the Scheme, the Board of Directors of the Company (the
"Directors") may at their discretion grant options to (i) any director,
employee or consultant of the Group or a company in which the
Group holds an equity interest or a subsidiary of such company
("Affiliate"); or (i) any discretionary trust whose discretionary
objects include any director, employee or consultant of the Group
or an Affiliate; or (iii) a company beneficially owned by any
director, employee or consultant of the Group or an Affiliate; or
(iv) any customer, supplier or adviser as may be determined by
the Directors from time to time to subscribe for the shares of the
Company (the "Shares").

BIREEC BT EEAK :

20071 F1H 200712831 H

20071 H1H - 2007F 12431 H

Number of
ordinary shares Amount
EEROHE ]
HK$'000
FET
5,000,000,000 500,000
825,000,000 82,500

AR Z AR LR -

ARARIMRIE—IBER2001F 12148
B RER - CEARIBARRERTEI([5
) URBEZEEREEAT o HEIK
ENBI10FANEBR - 2010512 H
138/Em °

REE AAREFR(EFR A
BiEm () ANEE - AEEEERAE
w2 RAEIHZ A BB ([HEA
A2 ERES - BEHER : (i)
X ABRASENEBBARZE
MES  EEIEMZTA2RER
ok (iii) A AN R B H BB AR 2 (I E
= EESXHESHAZILR: K
(iv) RES R TERE 2 EAEF
HERRERE TREEUAZREA AT
Bt ([Bdn 1) °

rr
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For the year ended 31 December 2008 #Z20084% 12 A31H L F[E

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

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

No options were granted by the Company under the Scheme
since its adoption.

Minimum lease payments paid under ~ FRBREPHAE
operating leases in respect of office PIEETRL
premises during the year 2 RIEMERRK

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

Within one year —FRN

In the second to fifth year inclusive REZZFHFNR

R T 2 BB L AN ER A T 21
R - ARIRET BT T 2 BB
BTSRRI E - EEARRRS
PEBBARREHEITRAZ10% °
BRIERIE EM AR RIS/ AR BRI
- BRI 128 A B T 1217
ERIAL 2 B 2 RN EE - T
FEANZ REANE &E—HE
BITRAD 2 1% ©

BREATREFTEBETE 2B BARE (%
HIM S R BT A B RS 105F
A - W EERERER TITERLARA
ZEEHR(INA)) AT - AR
EBAEL TN ZBER T RS - X
AR ML =IRF 2 &mE EATTEER
()t ZEME ¢ (i) B 7R L BB Rt
= A A B RERAS 2 S
1B ¢ R(ii) B ERE R ) B BB 5 (AR
5 BHEBR Tz B RMERMATIZ ¥
BREHE -

Bt EIERMLATR - AR R ERIE S
R -

2008 2007
HK$'000 HK$'000
FET TET
1,491 1,620

REER - AEER A L EEO
ZARKESEAENFASENT

2008 2007
HK$'000 HK$'000
FTEx TAET
304 282
138 367

442 649
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The commitments for operating lease payments represent rentals
payable by the Group for office properties. Leases are negotiated
for an average term of two years. Rentals are based on the terms
specified in the lease agreements.

At the balance sheet date, the Group had commitments for future
consultancy fee payments under non-cancellable contracts which
fall due as follows:

Within one year —FN
In the second to fifth year inclusive RE

Capital expenditure contracted for

but not provided in the consolidated R AN H
financial statements in respect of:
— the acquisition of property, plant BEWX WE
and equipment &L
— the acquisition of land use rights B T {5 R R

Defined benefit scheme

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

ERTHERRER G M HREK

REHENFTAEEARERERAE
YMERENZES - HE 2 FHHBARM
F o HEREEE RN T RK
BT -

BH - NEERA T AR
BEXHaw  HEHAMT

2008 2007
HK$'000 HK$'000
FET TET
598 199

797 =
1,395 199
2008 2007
HK$'000 HK$'000
FET TET
110,331 101,595
28,506 26,462

REMZHEE

AEBA—BREMNRAEIZKE %
s+215 5% Fortune Star (RF5E 1) 42
Z AR EEREB MR © 720004
127 RENRAENER ZFAEKE
EETINABESFTE - ERAEMN=
FTEI T BT RB 2 2EF 2= 2 72000
F11 A30 BHRE - RTS8
20005 12 AT BEZHEEMA -

79
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Defined benefit scheme (continued)

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

The most recent actuarial valuation of the plan assets and the
present value of the defined benefit obligation was carried out
as at 31 December 2008 by HSBC Life (International) Limited.
The present value of the defined benefit obligation, the related
current service cost and past service cost were measured using the
projected unit credit method.

The main actuarial assumptions used were as follows:

Discount rate ARIR =X
Expected retumn on plan assets FHEIEETAHADR
Expected rate of salary increases FTNTEER I

The actuarial valuation shows that the market value of plan
assets at 31 December 2008 was HK$10,403,000 (2007:
HK$9,908,000) and that the actuarial value of these assets
represented 121% (2007: 138%) of the benefits that were
accrued to members.

The credit recognised in the consolidated income statement in
respect of the defined benefit scheme s as follows:

Interest cost FLEB A

Expected return on plan assets StEEETRIDR
Contributions R

Net actuarial losses REFER

Total, included in other income A&t EBEEMUA

REFZFE

RIEREMNZETE - EERFESSK
RIRZ BRER + AJYER 2 R KRR FI To 48
ZRHEMN2000F 11 A30B Z2FM
0% % 100% ™5+ WWERLAEZE 2000
11 A30 B L2 FERTE RN S 2 RIS T
& o NEEWARIRHEMBRKIERT o

STEEERAENEAEREZ &R
REMA T BRES ASRE (BIR) AR
AR)A20084F 12 A 31 BYEHFHA - R
EMEAIEIRE - 18R 2 IR RIS A
KBRS AN THER TR B AL R &0E

Al

FERA  TZRE/RRET ¢

2008 2007

Per annum Per annum
R LS

0% 3.45%

4% 4%

0% 0%

TRE T H AT EIEEMN 2008 F 12 A
31 B2 H{EA 10,403,000 7T (2007 :
9,908,000/87T) * Mz S EEIEHE
BEEERETEIK BEBAZERZ 121%
(2007 : 138%) °

AR A SR AR E S BB FER
ZHRZIT

2008 2007
HK$'000 HK$'000
FExT FAT

- 287
(397) (465)

(397) (178)
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Defined benefit scheme (continued)

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

Present value of funded defined FTE R

benefit obligations IR BE
Fair value of plan assets HEEEZATER
Net actuarial losses not recognised RERZIFEEE

FUENSAIEEL 2 FEE

Defined benefit asset

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

Opening balance HvI&E R
Interest cost B A
Benefit paid BEAHER
Transfer out to other employers T HEAMEE
Actuarial losses (gains) BEEE ()

Closing balance HR A& ER

FREF S ()

BEIAGEEERBERPARERTE
MR B 2 AIEPTES 2 28R

o

2008
HK$°000
FTEx

8,571
(10,403)

(1,832)
(2,020)

(3.852)

FRNREMSARRER

2008
HK$'000
TR

7,188

1,383

8,571

2007
HK$'000
TAT

7,188
(9,908)

(2,720)
(735)

(3,455)

BT

2007
HK$'000
TAT

7,657
287
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Defined benefit scheme (continued) RERZFTE ()

Movements in the fair value of the plan assets in the current year FRFTEIEEZ A FEESOT -
were as follows:

2008 2007
HK$'000 HK$'000
FERT FHET
Opening balance HAYAEER 9,908 9,443
Expected return on plan assets STEAETEHDR 397 465
Contributions from the employers EE M - =
Benefit paid [=ENEAE - -
Transfer out to other employers EEHEMEE - =
Actuarial gains rEE M 98 -
Closing balance HRR 4554 10,403 9,908
The major categories of plan assets at the balance sheet date for EEEZ FES R RIEARIR RN
each category are as follows: FEHSENT
Fair value of plan assets
SEIEEZATE
2008 2007
HK$'000 HK$'000
FERT FHET
Debt instruments &% 10,101 9,541
Cash He 302 367
10,403 9,908
The overall expected rate of return is a weighted average of the FERE 2 TBHARIIR R T)#F A 2 NESERIET
expected returns of the various categories of plan assets held. The LB ETEHADI R 2 ETS - EEHTE
directors' assessment of the expected return is based on historical BR[O 7 FHE ThE R LA D Rhac 8k e h
return trends and analysis predictions of the market for the asset S EERARR T @A 2T °
in the next twelve months.
The expected return on plan assets for the year was HK$397,000 AREFEIEE 2 BR[04 397,000

(2007: HK$465,000). 77T (2007 : 465,000/87T) °
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Defined benefit scheme (continued)

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

The history of experience adjustments is as follows:

Present value of defined FREMER

benefit obligations HEHERE
Fair value of plan assets EIEECATE
Surplus il

Actuarial losses (gains) on plan liabilites 512 & EfEE E518 (Uas)

Actuarial gain on plan assets SrEEERE N

Defined contribution scheme

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

FREF S ()

AEIEEZ ATEELERESARRZ
AR AR ETH 2%

BEFBRERAT
2008 2007 2006
HK$'000 HK$'000 HK$'000
FExT FAT FAT
8,571 7,188 7,657
(10,403) (9,908) (9,443)
(1,832) (2,720) (1,786)
1,383 (756) (358)
(98) - @
REMNKETE

AEBRMARERNERRL AR
BEtE - AR EERARE A
EDRRA - WAXKFEALES - AEE
[RS8 TE S FT 21,0008 TTH A BE
BB 2 5% (ABUEE R2E) - 1
BB 2 R RAER » AR 2 B
BARIZEEHSTEBRNEE 2 EZ
RAENFEIZKE - ZETENER
BIAEHMAS < BT AN LLRERRE
FEHBIESR - NS ARRRENET
B2 BEERIERIEE 2B -
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The Group had significant transactions and balances with related
parties (see note 23) during the year and at the balance sheet

date as follows:

Name of related party Relationship
BELER B
Connected parties

BEAL

Capital Nation A company

Investments Limited

beneficially owned

by Mr. Lee Wan
Keung
HFEREEER
PN
Lee and Man A company
Manufacturing beneficially owned
Co. Ltd. by Ms. Lee Marina
BN EEHERAR Man Wai, sister of
Mr. Lee Man Yan, a
director of the Company
HARAEFFEXBRLEZS
FNERLTERER AT
Lee & Man Realty A company
Investment Limited beneficially owned
BYEXERAA by Mr. Lee Man Yan,

a director of the
Company, and
Mr. Lee Wan Keung

BARRIESENELL
RFEREABHER
p/N]
Lee & Man Paper A company
Manufacturing Limited beneficially owned
BEHAR AT by Mr. Lee Wan Keung

BFERELES
2PN

AEEEPRED - EREERE LT
HAIRIEFBTE SEEA TR FRME
TZEARR G MNFER 2 fsek (T

23)8T:
Nature of transactions 2008 2007
HK$'000 HK$'000
XHME TR AL
Corrugated cardboard and 10,280 5,326
carton boxes purchased
BE ISR A
EERBERA
Management fee income 27 46
received
EREBKA
Management fee income received 87 127
EREWA
Licence fee received 186 570
EKEREE
Licence fee paid 843 894
ENERER
Electricity and steam fee paid 14,930 =
ERNBERERE
Sales of caustic soda 386 -
SR
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The remuneration of directors and other members of key
management during the year was as follows:

Short-term employee benefits 2 EptE A
Post-employment benefits RIKER

During the year, purchases of property, plant and equipment of
HK$15,026,000 (2007: HK$43,953,000) were settled through
transfer of deposits paid in the prior year.

In addition, acquisition of intangible assets of HK$5,292,000 was
settled through transfer of deposits paid in prior year.

BEELHEMTZEIRERENFRZH
T

2008 2007
HK$'000 HK$'000
FTHET TAT
7,327 7,424
127 129
7,454 7,553

FRN - BEVWE BELRLET
15,026,000/ 7T (2007 4F : 43,953,000
BIL)ERTFEENEMFTEEA -

[BIFF 5,292,000 T EFEEBE
FEMNBEMNFIEEA -
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RRARZ A EERRMNT -

The summarised financial information of the Company is as

86

follows:
2008 2007
Note HK$000 HK$'000
Mt FET FHET
ASSETS BE
Investments in subsidiaries BB AR 2 IKE 215,147 215,147
Amount due from a subsidiary N EYNEIVSEN 608,192 345,608
Prepayments TETRIE 172 172
Bank balances RITHERR 87 427
823,598 561,354
LIABILITIES afE
Amount due to a subsidiary U =YNGIE O 280,044 =
Other payables H A FERFR 788 766
280,832 766
542,766 560,588
Capital and reserves BAR K i#E
Share capital [N 82,500 82,500
Reserves bt @ 460,266 478,088
542,766 560,588
note: Mzt -
(@  Reserves @ fH#E
Share Contributed Accumulated
premium surplus profits Total
R EME BazH R5taA At
HK$'000 HK$'000 HK$'000 HK$'000
TAET FAET FET TET
At 1 January 2007 R2007F1A1H 20,307 112,338 97,654 230,299
Profit for the year BN - - 297,289 297,289
Dividends (note 10) R 2 (fzE 10) - - (49,500) (49,500)
At 31 December 2007 ®2007%F12A318 20,307 112,338 345,443 478,088
Profit for the year ER A - - 23,428 23,428
Dividends (note 10) R 2 (fzE10) - - (41,250) (41,250)
At 31 December 2008 #®2008F12A31H 20,307 112,338 327,621 460,266

The contributed surplus of the Company represents the difference
between the aggregate net tangible assets of the subsidiaries
acquired by the Company pursuant to a group reorganisation in
December 2001 and the nominal value of the Company's shares

issued for the acquisition.

ARRZBEFRABRTIANRREB
2001 512 A 2 R EEAFTUE 2 K
BARZEEEFEEMEARAF
Fz B m a7 2 A E 258 -
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Particulars of the Company's principal subsidiaries at 31 AARIR2008F 12 A31HZ X EWE
December 2008 are as follows: NA)ZEFENAT

Nominal value
of issued and

fully paid Attributable
Place of share capital/ equity
Name of subsidiary incorporation paid-in capital interest  Principal activities *
ERITR
EfR BRRAEE
WELEEE BRIz B BARAK FrinkEzm FEEBK
Lee & Man Development British Virgin Shares 100%  Investment holding
Company Limited Islands - US$90
EXERARAT RBHERR ) KA
HE -90%TT
Lee & Man Chemical Limited  British Virgin Shares 100%  Investment holding
Bt THRAF] Islands - US$1
HEERR &R REE
S -1
Lee & Man Company Limited ~ Hong Kong Ordinary shares 100%  Manufacture and sales of
BXOFITRR AR B — HK$1,000,000 handbags
i) SUENHETR
-1,000,0007/&7C
Non-voting
deferred shares
— HK$1,000,000
EIRERE
BERRAD

-1,000,000787C

Lee & Man Handbag Hong Kong Ordinary shares 100%  Manufacture and sales of
Manufacturing Company B - HK$10,000 handbags
Limited il SUENMHE TR
BXFRBARAT] -10,00087T
Non-voting
deferred shares
— HK$500,000
EIRERE
BT AR
-500,00087T
Lee & Man Management Hong Kong Ordinary shares 100%  Provision of management and
Company Limited B - HK$2 administration services
BYERERATE il RHEIE RITHRRSS

-2787T



88

Lee & Man Holding Limited 32 3¢ & B A R 2 7]

For the year ended 31 December 2008 #Z20084% 12 A31H L F[E

Nominal value
of issued and
fully paid

Place of share capital/
Name of subsidiary incorporation paid-in capital
EBTR
EfR BERAEE
WEARER FRAL it 2 BRRA
Lee & Man (Intemational) Hong Kong Ordinary shares
Investment Limited - HK$100
BY (HR) REFR AR 5 Epelii)
-10087T
Jiangsu Lee & Man Chemical PRC Paid-in capital
Limited —US$44,903,710
TEREXE TERAT F BB
-44,903,710%7T

& The principal activities are carried out in the PRC and Hong Kong.

Only Lee & Man Development Company Limited and Lee & Man
Chemical Limited are directly held by the Company.

The deferred shares of the above entities practically carry no rights
to participate in profits or surplus assets or to receive notice of or to
attend or vote at any general meeting of the respective companies
or to participate in any distribution on winding up.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results or assets
of the Group. To give details of other subsidiaries would, in the
opinion of the directors, result in particulars of excessive length.

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

Attributable
equity
interest  Principal activities *
FribrER  EEEK
100%  Investment holding
REER
100%  Manufacture and sales of
chloromethane products
and caustic soda
EERHEF ALY
B

G ETEEBOETENEBET -

RAEEERARARMEETAR
NRHARREERA

SEAER AN Y AN 2 B ) Om M Sk B R
BESEWSARRREARRASZ
BEIHEAGING LRESZEF
B2 ERDIK

EEZRRLERFFIZARAMBEAR -
DNEBRERGEZXEREEZR
A - BEERREREEMMB AR ZF
BREEREILR

FIE A RN F R R F AR RS E(E
A RAE @ 2 E5RES ©
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The Group manages its capital to ensure the entities in the Group
will be able to continue as a going concern while maximizing the
return to stakeholders through the optimisation of the debt and
equity balance. The Group's overall strategy remains unchanged
from prior year.

The capital structure of the Group consists of net debt, which
includes the bank loans disclosed in note 24 net of bank
balances and cash, and equity attributable to equity holders of the
Company, comprising issued share capital and various reserves.

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

38a. Categories of financial instruments

Financial assets

Loans and receivables
(including cash and
cash equivalents)

Financial liabilities

Financial liabilities at
amortised cost

Financial liabilities at fair value
through profit or loss

ERMEE

B e YRR
(BREAER
ReFEEAR)

EREE
PSRRI R (6

,?
EREMERLERT - FRES
BCER M EHF B R R A Al
HEAL - ARENEEREE LFE

RIS -

AEENEAGBEEFAE(FNE
ffiE24 7 B HBRRTTHEBR MRS IR
RITIEF) NABREERE ARG
(BEERITHRARERMRE)

RAREERIFREERMEARNGE -
EREREHNID - EXGEEEN
AR SEEANERERR - RIFEES
MR - AERESEBIRNRS - ET
AR N BB m AR A DA Ko B T (B e B B3R
BEEAFEEBREARE -

38a. £RITEZER

2008 2007
HK$'000 HK$'000
FTHET TAT
189,800 183,647
668,467 250,585
508 -
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38b. Financial risk management objectives and policies 38b. MEEREE B ERBER

90

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

Market risk
(i) Currency risk

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

(i)  Euro-in terms of sales revenue, bank balances
and cash and borrowings
(i)  Japanese Yen-in terms of capital expenditure,

bank balances and cash

(i) HK dollars and RMB-in terms of expenses, bank
balances and cash and capital expenditure.

ARRZIETHMTABERE
W B S REMBIR - AREIERT
Tr 5K RITRER - BRNESRE
fitt FH - BNBERRFIA - iR
17 BERRRITER - ZFTRT
H BN ERE - 252
BITANERRREET SRR
(E¥RREMNERR)  FER
RERBETRERE o TXHT &
ZECHMT AR AR NN 7]
FREZEER CBER - ERE '
B MEEZERR - AR B
KGRI EREE S 2 6

TSk
0 EXER

AEBTERBFBRBE
ARKMBE ([HE ) &S
% EXERERING
RMEEERN S KR
PE XX B PTE L - B
& HE BTMARYE
£ o DASNES DB I $Y 5 [
EFEHRBNEARS
NSRS

M BT-RRHEEW
A RITEBRES
R &R

(i) RBAE-BRREARMES
- RITRESRNES

(i) BERARE—BR
B - RITEHKIR
& RERETH -
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38b. Financial risk management objectives and policies

(continued)

Market risk (continued)

(i) Currency risk (continued)

Exchange rate fluctuations and market trend have

always been the concern of the Group. As HK dollars

are linked with US dollars, the Group does not have

material risk on such currency. The Group currently

does not have a currency hedging policy but will

consider hedging significant currency risk should the

needs arise.

At the balance sheet date, the carrying amount of the

Group's monetary assets and liabilities denominated

in currencies other than the respective functional

currency of the relevant group entities are as follows:

Assets
Euro

RMB

HK dollars

Liabilities
Euro

RMB
Japanese Yen
HK dollars

BE
BT
AR
BTT

1%
BT
ARM
z
I

38b. MIEMREEBFERBE (&

miEEE (&)

@

EmE (&

AEE—REATERNE
Kmi5iBs - ARAB T
e AEERZE
LY E|mEKER - A&
BREYEEE PR
R EBEENFERY
HEREEER

REEB - NEBBR A
B E R EEEIEN
ZEBEERAE  HIR
HEAT :

2008 2007
HK$'000 HK$'000
FHET FET
3,466 17,104
2,239 11,659
28,539 20,921
9,116 800
47,403 56,193
10,773 76,486

177,911 25,876
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38b. Financial risk management objectives and policies 38b. MIEEREE B ERBUER (&)

oz

The following table details the Group's sensitivity to
a 5% appreciation and depreciation in the functional
currencies of the relevant group entities (includes
RMB, Hong Kong dollars and US dollars) against the
above foreign currencies. 5% is the sensitivity rate
used when reporting foreign currencies risk internally
to key management personnel and represents
management's assessment of the reasonably
possible change in foreign exchange rates. The
sensitivity analysis includes outstanding foreign
currency denominated monetary items other than
those denominated in HK dollars but held by entities
whose functional currency is US dollar because HK
dollars are linked to US dollars. The sensitivity analysis
adjusts their translation at the period end for a 5%
change in foreign currency rates. A strengthening of
the functional currencies of the relevant group entities
against the above foreign currencies would give rise
to the following impact to profit (loss) for the year.
For 5% weakening of functional currency of the group
entity against the above foreign currencies, there
would be an equal and opposite impact on the profit
for the year:

Increase (decrease) FERMIE
on profit for the year OR)
- RVB —AR%
— Euro — BT
— Japanese Yen —H

— HK dollars — BT

(continued)

Market risk (continued) iz EkE (&)

() Currency risk (continued) () EEERE(E
Sensitivity analysis RS

TRAMSIHAEERA
HESEERNEEE (R
BARE  BILRET) R
B NS B T R T RR
5% ZBURAE - EMmRE
A B RHAIINER B
B K 2 5RE TR B B LA SN
ER ] gE F a7 A
FRZ R BES 5% o 8%
& D ITIE BIEAINE S E
ZAREEEBIEE RRF
IRASNETESR 500 2 2B
#ITHRERE - ERES
ERMEEB B E
it HNESEERY 500 SRENES -
5L FERMEMTE -
ER BB EREIRER
B RR 5% 3386 0 A
AREY FERMEAMRSE
RiAR §2 -

2008 2007
HK$'000 HK$'000
FExT FAT
2,258 2,227
283 (815)

539 3,824

752 5
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38b. Financial risk management objectives and policies
(continued)

Market risk (continued)
(i) Interest rate risk

The Group's cash flow interest rate risks mainly relate
to its variable rates borrowings (see note 24 for details
of these borrowings). The Group's bank balances
also have exposure to cash flow interest rate due to
the fluctuation of the prevailing market interest rate
on bank balances. The directors consider the Group's
exposure of the short term fixed-rate bank deposits to
fair value interest rate risk is not significant as interest
bearing bank balances are within short maturity
periods.

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

Sensitivity analysis

The sensitivity analysis below have been determined
based on the exposure to interest rates on its variable
rate borrowings and bank balances at the balance
sheet date and the stipulated change taking place at
the beginning of the financial year and held constant
throughout both years in the case of instruments
that have floating rates. A 50 basis point increase
or decrease is used by the management for the
assessment of the possible change in interest rates.

If interest rates had been 50 basis point higher or
lower and all other variables were held constant,
the Group's profit for the year ended 31 December
2008 would decrease or increase by HK$1,041,000
(2007: HK$633,000). This is mainly attributable to
the Group's exposure to interest rates on its variable
rate borrowings and bank balances.

38b.

M EEEE R FEREEK (8

miEEE (&)
() FEmEREE

NEB 2B R KRR
FEZRRNBITERMTZ
BHE - MRITHEERITE
BTSN XK /R E
HIR SR ERBRFE - K
NAEER/AEEE 4
ZHAEREBIWEE - EA
ZEMBRITHESRE NE
HARRIER -

ANEEE B AT T A S
5T R [ B ) 1 2 SRR
e ANREBHFEENA
REEEE 2 FEER -2
RENBHREHERE
FIZ@ER o

SRR

AT UM ST =R E B
RITERRERREER
AR - RRITE
/TA&Z?/TJ\E{EJLREA/ZE?‘?
BAESRR D FEBRRRE
DT ° 50 EEHIEREE
BEERBNXEE T
MEVRHREF A o

fisg 1) 2= 38 10 =X 8 2> 50 1R
BEHHBFRBHMAIEE
RHERFTE  AREEE
Z 2008 F12A318 1t
F E 2 m R 3
491,041,000/ 7T (2007 :
633,00087T) © HARER
FARIT BRI A B FI) B
MLALBEEE FIEER
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38b. Financial risk management objectives and policies 38b. MIEEREE B ERBUER (&)
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(continued)
Credit risk

The Group's maximum exposure to credit risk in the event
of the counterparties' failure to perform their obligations
in relation to each class of recognised financial assets
is the carrying amount of those assets as stated in the
consolidated balance sheet. The Group is also exposed to
concentration of credit risk as a substantial portion of its
sales is generated from a limited number of customers.
At 31 December 2008, the top five customers of the
Group accounted for about 43% (2007: 439%) of the
Group's trade receivables. In order to minimise the credit
risk, the management of the Group has delegated a
team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure
that follow-up action is taken to recover overdue debts. In
addition, management reviews the recoverable amount
of each individual trade debt at each balance sheet date
to ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of the
Company consider that the Group's credit risk is significantly
reduced.

The credit risk on bank deposits is limited because the
counterparties are banks with high credit-ratings assigned by
international credit-rating agencies.

Liquidity risk

In the management of the liquidity risk and in accordance
with the basis of preparation of consolidated financial
statements as disclosure in note 2, the Group monitors and
maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group's
operations and mitigate the effects of fluctuation in cash
flows. The following table details the Group's remaining
contractual maturity for its non-derivative financial liabilities.
The table has been drawn up based on the undiscounted
cash flows of financial liabilities based on the earliest date on
which the Group can be required to pay. The table includes
both interest and principal cash flows.

FERR

ANEEMEE R A SRR EEL
M BmENEESEERA
EXMBEEZ&ANEERBR T
X SGEAIEBARERITE
F - ARAEERIBHHERA
HEREFEL  ANEEERY
EEEF ZEK - R2008F 124
318 - SEERUEFE R
FRARERXI4300(2007 : 43%) © A
HEERBEERE  AEEE
BEECEZA—HABREETERE
BEREE  FEMZEREMERE
FrARERE FHEVEE REFTEIKR
BUAEMETR o tEHN - NEERE
EfE BT SBERE S EE
Z AU [El & 58 - LARBRBLN AT UK
B RIED B MRERBIE - Bt
M5 ANAREERANARLZ
EERBRE ABHEIE -

AEBZRITFERZEERR
R BRI EEEEER
KT E ARE R IRIT °

REES R

RRBE S RAREE T HRRE
M2 A MR 2 B A
PIeE - EEERSAREEE
RARFF I & H7KF BE R ARE S A
SEAFEEEMRDRERKE
MEE  SEEEERE ST
AEBZRBESRAR - TR
IAGKETRAEN SH2H
B - THRIEASE AR ERE
R RFEBHIERE BRI
ReRnEmRE - WHIBFE BA
THENE °
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38b. Financial risk management objectives and policies

38c.

(continued)

Liquidity risk (continued)

Weighted
average
effective
interest
rate
il 3371
ERRE
%
Y
As at 31 December 2008 R2008512831R
Nornterest bearing REER =
Fixed interest rate instruments T8IR 6.36
Variable interest rate instruments FHEIR 254(Note)
()
As at 31 December 2007 R2007E12831R
Nornterest bearing REER =
Variable interest rate instruments FEEIR 5.93(Note)
()

Note: The interest is based on the rates outstanding at the balance
sheet dates.

Fair value

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

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

. the fair value of derivative instruments is calculated
using quoted prices. Where such prices are not
available, the fair value of a non-option derivative is
estimated using discounted cash flow analysis and
the applicable yield curve.

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

On
demand
or0-30
days
EZXS,
030K
HK$'000
i

103,902

192614

296,516

44025
6,002

50027

38b.

31-60
days

3160 %

HK$000
TR

28550
2916

51,466

51073
291

51,364

38c.

B R EE B R RBUER (&)
REE S (8
Total
undiscounted
6190 91-365  Over  cash Canrying
days days 365days  flows amount
BE AR
61-90% 91365% 365k RefiE ag
HK$000  HKS000  HKF000  HKF000  HK$000
Thr T TEr  TAr  TEn
16680 47110 45630 241872 241872
- 60147 - 83063 79229
- 3199 127984 352594 347874
16680 139253 173614 677529 668975
479 = - 95577 9577
1633 68397 99779 176102 155008
2112 68397 997719 271679 250,585
BT AEREEER Z A EER
Bt o
AffE

TRMEENERABZIANER
ATHAEE :

E=RR  WEHEKATIALR
MEBRcEMEENSRAE

ERMEERERABZA
ARE@TETRRS) - T5
RUERBEREDNZ A
REBRA - KAERA
HBRBITMER S MG
ZEBIRETE : &

TEEmITAZRRET
2ERBARITHOREE
E o HED AWmE - JFE
BIUTETAZ AARERIR
RBRBEEREN T NER
Z EREEIEHE o
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=]

ZAREEEE AR ERE -
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9 months
Year ended ended
31 March 31 December
HZE3A HZE128 Year ended 31 December
IVAEFE 31HIEAEA BZ12A31HILEE
2005 2005 2006 2007 2008
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FHT FHET FET FExT
RESULTS E3
Revenue B 942,045 531,965 689,247 784,721 1,064,077
Profit before taxation B AT A 159,001 95,945 112,307 118,399 91,600
Income tax expenses FTiSfisz b (12,197) (8,648) (10,442) (11,963) (10,038)
Profit for the year/period FEAREF 146,804 87,297 101,865 106,436 81,562
Attributable to: FEAh -
Equity holders of RARREREA A
the Company 133,586 87,297 101,865 106,436 81,562
Minority interests D EAR R R 13218 - - - -
146,804 87,297 101,865 106,436 81,562
At At
31 March 31 December At 31 December
MW3A318 MW12A31H MW12831H
2005 2005 2006 2007 2008
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHET FHET FEx
ASSETS AND LIABILITIES BEREE
Total assets BERTE 520,083 561,271 650,922 1,016,089 1,466,490
Total liabilities BfEHE (67,674) (86,092) (101,547) (373,217) (748,246)
Net assets BEFRE 452,409 475,179 549,375 642,872 718,244
Assets attributable to equity AN EIEEIFA A
holders of the Company EILEE 452,409 475,179 549,375 642,872 718,244

Minority interests DB R - - - - -

452,409 475,179 549,375 642,872 718,244
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