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For the year ended 31 December 2010, the Group recorded a revenue
of HK$2,138.8 million, increased by 52.4% over last year ; and a
net profit of HK$457.5 million, representing a substantial increase of
95.7% over last year. The handbag business contributed a net profit of
HK$100.8 million while the chemical business generated a net profit of
HK$356.7 million.

As to the handbag business, because the European and US market was
weak, the Group continuously paid effort in developing new clients,
enhancing product design and adopting effective cost controls, coupled
with many years of experience in the market, the revenue from handbag
business increased by 17.3% over last year. This has brought stable
profit to the Group.

For the chemical business, with the third production line being fully
operated in last year, as well as a strong recovery in the PRC domestic
market, chemical business recorded a turnover of HK$1,285.3 million
for the year ended 31 December 2010, representing 90.2% increase
over last year whereas net profit for the period rose by 181.1% to
HK$356.7 million. The main reasons for a significant increase in net
profit were substantial increased in productivity and products price. It
resulted in a substantial increase in gross profit margin from 29.5% for
last year to 44.5% for current year. Such excellent performance not only
generated considerable profit contribution to the Group, but also laid a
good foundation for the future business expansion.

On 26 January 2011, the Group made an announcement in which the
Company made an application to the Stock Exchange for the approval
of the Proposed Spin-off of handbag business by the way of distribution
in specie to the existing shareholders without raising any new fund. The
Proposed Spin-off will enable the management team of the Company
to continue to focus on building its core business, thereby enhancing
the decision-making process and its responsiveness to market changes.
The Proposed Spin-off is subject to the approval by Hong Kong Stock
Exchange.
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Chairman’s Statement
FEHRE

Expecting the handbag market to stablise, the Company will focus on
developing the China domestic market, in order to widen the market
segment. In spite of a severe shortage of labour in China and the
pressure of Renminbi currency appreciation, the handbag business will
be full of challenges in the coming year. Nevertheless, the Group will
strive to design various styles of products to meet market needs, explore
new customers, enhance the production processes and reinforce
internal controls in a bid to increase its profitability.

Furthermore, chemical business will continue to expand and to focus
on the PRC domestic market. The forth production line will commence
production in March 2011, where the output is expected to increase by
40,000 tons of chloromethane products and 60,000 dry tons caustic
soda, as such the total yearly production capacity will reach 160,000
tons of chloromethane products, 220,000 dry tons caustic soda and
120,000 tons hydrogen peroxide. As to the new product, the Group
will develop perchloroethylene to increase its product varieties. The
Group will construct a chemical products pier in Changshu for our own
use to lower the logistic costs of the Group. Moreover, the Group has
entered into a land use rights transfer agreement with the Ruichang City
Government to obtain the state-owned land use rights to an area of
around 1,241 mu, for medium to long term development.

The management will, as it has always been, execute step-by-
step the established market policies and strategies for business
development and be fully devoted to generate favourable returns for
the shareholders.

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 February 2011
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Revenue and net profit attributable to equity holders of the Company
for the year ended 31 December 2010 was HK$2,138.8 million and
HK$457.5 million representing an increase of 52.4% and 95.7%
respectively, as compared to HK$1,403.4 million and HK$233.8 million
respectively for the last year. The basic earnings per share for the year
31 December 2010 was HK$55.5 cents as compared to HK$28.3 cents
for the year ended 31 December 2009. These excellent achievements
are the results of tremendous growth of our chemical business and the
efforts of our staff.

Handbag business

For the year ended 31 December 2010, the handbag business has
achieved a revenue of HK$853.5million and a net profit of HK$100.8
million, representing an increase of 17.3% in revenue and a slight
decrease of 5.7% in net profit, as compared to HK$727.6million and
HK$106.9million respectively for the year ended 31 December 2009.
Its net profit margin was 11.8% for the year ended 31 December 2010
and was fairly stable as compared to the year ended 31 December
2009. Same as previous years, the handbag business was able to
maintain a stable profit and cash contribution through continuing
enhancement of products design and production flows, further
strengthening the customers base, and adopting more effective cost
controls measures.

Chemical business

For the year ended 31 December 2010, the chemical business
has achieved a revenue of HK$1,285.3million and a net profit of
HK$356.7million, representing an increase of 90.2% and 181.1%
respectively, as compared to HK$675.9 million and HK$126.9 million
respectively for the last financial year. The increase in revenue was
mainly due to the increased selling price of our main products,
methylene chloride and chloroform (“CMS"), as well as the full year
commercial operation of our 1st, 2nd and 3rd CMS production lines
with total actual output of approximately 148,000 tons for the current
financial year (2009: approx.119,000 tons). At 31 December 2010,
our new 4th CMS production lines with designed capacity of 40,000
tons per annum was in the final stage of installation and it is expected
to start its commercial operation in March 2011.

HE2010F 12 A3 HIEFERARA KRR
REELER DRI A21.388 BTN 457518
BT EBEFR14.0341E 8 T 233818
BT - DRI AN 52.4% K 95.7% © H =
2010F 12 A3 BILFENEBREARRET A
5558l - HZE2009%F12 431 HIEFEH]
B2838 - I EFHAERBEL TEBR
AIEEEREBREEETIEN -

FREL

HE2010F12A31HILFE  FREK
#7135 YL A 8.535 18 78 7T K 41 5 1.008 (&8 78
JT - EEE2009F 12 A3 HIEEED 5
7276 BB T 1.069 BB L& - AL
hR17.3% » GEFBIFER 5.7% © & E 20104
12 A3 BIEFEBEBRAF11.80 - HEZE
2009F 12 A3 BIEFELERIEZEREE - B
5K FREBGEBBERAERRER
MEERE - #—PEREFEMLEDES
WA A HIE G - (RISEBEFMBLESE
Jgj( o

LT

HE2010F 12 A3 1 HILFE - (L TEBEE
B A12.853 BT RALF3.567 BT
0B EFE 5 BI6.759 {88 T K& 1.269
EATTELE - DRI H190.2% & 181.1% ©
WAENMFEAREAEETEER AT
IRk =Z8FR(Frath ) EELH
URAEBE— F_REZKFRALD
HESEFRE  AVRFEERRBESE
#9148,000M8 (2009 4F : #J 119,000 ) °
R2010F 12 A31H ° REERTFELE
40,000 BT R RS MEERDE
BN SRENLTEEE - TEEEMN2011F3 8
REE o



Annual Report 2010 % #

Management Discussion and Analysis

BEERENWE TN

During the year, the average selling price of our main chemical products,
methylene chloride and chloroform, was increased by more than 80%
to approximately RMB4,970 and RMB4,920 respectively due to the
keen market demand. Raw materials which mainly include salt and
methanol are the largest items of our chemical production costs and
their purchase price were maintained at a fairly stable level throughout
the year. As a result, the gross profit margin of our chemical business
was significantly increased to 44.5% for the year ended 31 December
2010 as compared with 29.5% for the year ended 31 December
2009.

Chemical Business-Distribution and selling expenses and
administrative expenses

The distribution and selling expenses and administrative expenses of
our chemical business increased by approximately 25.8% and 303.8%
from HK$35.7 million and HK$26.1million for the year ended 31
December 2009 to HK$44.9 million and HK$105.4 million for the year
ended 31 December 2010, respectively as a result of the expansion
and the increase in the revenue of chemical business during the year.
The distribution and selling expenses and administrative expenses
represented about 11.7% of the revenue for the year ended 31
December 2010, and was comparable to 9.2% for the year ended 31
December 2009.

Chemical Business-Finance costs

The finance costs incurred for the chemical business was HK$8.8
million for the year ended 31 December 2010 as compared to HK$
11.4 million for the year ended 31 December 2009. The decrease was
mainly due to the decrease in average amount of outstanding bank and
other borrowings and interest rates during the year.

INVENTORIES, DEBTORS’ AND CREDITORS’ TURNOVER

The inventory turnover of the Group maintained at a stable level of 38
days for the year ended 31 December 2010 as compared to 44 days
for the year ended 31 December 20009.

Due to the stringent credit control, the average collection period was
controlled within a favourable level of 34 days for the year ended
31 December 2010 as compared to 36 days for the year ended 31
December 2009 which is in line with the normal credit terms of O days
to 90 days granted by the Group to its customers.

The Group's creditors’ turnover days were 58 days for the year ended
31 December 2010 as compared to 66 days for the year ended 31
December 2009 which is in line with the normal credit terms of 30 days
to 90 days granted by the suppliers to the group.
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LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

As at 31 December 2010, the total equity of the Group was HK$1,377
million (2009: HK$925 million), the Group's current assets were
HK$870 million (2009: HK$361 million) and current liabilities were
HK$828 million (2009: HK$595 million). As at 31 December 2010,
the Group had bank balances of HK$393 million which was placed as
short term deposits with major leading banks in Hong Kong and the
PRC.

The Group generally finances its operations with internally generated
cash flows while part of the capital expenditure of the chemical business
was financed by credit facilities provided by its principal bankers in
Hong Kong and the PRC. As at 31 December 2010, the Group had
outstanding bank borrowings of HK$521 million (2009: HK$372
million). Due to the completion of chemical production facilities and
decrease in capital expenditure, the Group's net debt-to-equity ratio
(total borrowings net of cash and cash equivalents over shareholders'
equity) has significantly decreased from 0.33 as at 31 December 2009
to 0.09 as at 31 December 2010.

The Group's liquidity position remains strong and the Group possesses
sufficient cash and available banking facilities to meet its commitments,
working capital requirements and future investments for expansion.

HUMAN RESOURCES

At 31 December 2010, the Group had a workforce of more than
5,500 people and 700 people for its respective handbag and chemical
business. The Group maintains a good relationship with its employees,
and provides them with proper training and competitive compensation
and incentives. The staffs are remunerated based on their work
performance, professional experience and prevailing market situation.
Remuneration packages comprise salary and bonuses based on
individual merits.
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Corporate Governance Report
TEERBME

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 2010. The Model Code also applies to other
specified senior management of the Group.
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Composition and role
The Board comprises:

Executive Directors:

Ms. Wai Siu Kee (Chairman)
Ms. Poon Lai Ming

Mr. Lee Man Yan

Mr. Kung Phong

Independent Non-executive Directors:

Mr. Wong Kai Tung, Tony

Mr. Wan Chi Keung, Aaron BBS JP

Mr. Heng Kwoo Seng (resigned on 30 June 2010)
Mr. Heng Victor Ja Wei (appointed on 30 June 2010)

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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Corporate Governance Report
TREBRSE

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

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

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

Name of director EEHE HEESEEEEAE
Ms. WAI Siu Kee wmhmt 14/15
Ms. POON Lai Ming EEAR L 4/15
Mr. LEE Man Yan FXREE 13/15
Mr. KUNG Phong Bk A 7/15
Mr. WONG Kai Tung, Tony FRERSEE 5/15
Mr. HENG Kwoo Seng EERE 3/13
Mr. WAN Chi Keung, Aaron BBS JP FE58 % 4 BBS X FAF+ 5/15
Mr. HENG Victor Ja Wei R4 FTE 2/2
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Corporate Governance Report
TREBRSE

12

AUDIT COMMITTEE

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

Mr. HENG Victor Ja Wei (gppointed on 30 June 2010) (Chairman)
Mr. WONG Kai Tung, Tony

Mr. WAN Chi Keung, Aaron BBS JP

Mr. HENG Kwoo Seng (resigned on 30 June 2010)

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
contrals, 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 2010.

During the year, three Audit Committee meetings were held and the
individual attendance of each member is set out below:
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Mr. HENG Victor Ja Wei TSR 4 Se £
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Mr. WAN Chi Keung, Aaron BBS JP P58 BBS XAt
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Number of attendance
R

1/1

2/2

1/1
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REMUNERATION COMMITTEE

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

Mr. HENG Victor Ja Wei (gppointed on 30 June 2010) (Chairman)
Mr. WONG Kai Tung, Tony

Mr. WAN Chi Keung, Aaron BBS JP

Mr. HENG Kwoo Seng (resigned on 30 June 2010)

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 2010, 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 2010, 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 66, is the chairman of the Company who
joined the Group since its establishment in 1976. Ms. Wai has more
than 45 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 55, joined the Group in 1976. She has
over 32 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 33, 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 management operations of the chemical 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 39, is an executive director and deputy
general manager of the Group. He joined the Group in 2008 and
has over 14 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. WONG Kai Tung, Tony, aged 68, 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.

Mr. WAN Chi Keung, Aaron BBS, JP, aged 61. He holds a Master
Degree in Business Administration of the Chinese University of Hong
Kong, also 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 29 years of related experience.
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INDEPENDENT NON-EXECUTIVE DIRECTORS (CONTINUED)

Mr. HENG Victor Ja Wei, aged 33, is a partner of Morison Heng,
Chartered Accountants and Certified Public Accountants in Hong Kong.
He is a member of the Association of Chartered Certified Accountants
and member of the Hong Kong Institute of Certified Public Accountants.
He has worked in China Fire Safety Enterprise Group Limited (stock
code: 0445) whose shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited in the capacity of an independent non-
executive director.

SENIOR MANAGEMENT
Handbag Business

Ms. LEE Man Ching, aged 36, is the director of sales of the Group. She
joined the Group in 2007 and has over 12 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 56, is the senior manager of the Group. He
joined the Group in 1977. He has over 34 years of experience in the
handbag industry. He is responsible for the marketing and development
of the Group's handbag business in the European market.

Mr. CHIU Shun King, aged 48, is the production manager of the
Group. He joined the Group in 1984 and has over 25 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 46, is the financial controller and
company secretary of the Group. She joined the Group in 2004 and has
over 22 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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SENIOR MANAGEMENT (CONTINUED)
Handbag Business (Continued)

Ms. TSUI Chin Wai, Jennifer, aged 46, 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 46, is the senior manager of the group.
She joined the Group in 2003 and has over 15 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 62 is the business manager of the Group.
He joined the Group in 1982 and has over 44 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 49, is the Deputy General Manager of
Jiangsu Lee & Man Chemical Ltd. He joined the Group in 2006. He is
a national acclaimed senior engineer and has 28 years of production
experience in chlor-alkali industries. He is responsible for the production
supervision, corporate strategic planning and general management of
Jiangsu Lee & Man Chemical Ltd.

Mr LAM Hiu Fung, aged 40, is the deputy financial controller of the
Group. He joined the Group in 2005 and has 17 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 56, is the sales director of the Group's
chemical business. He joined the Group in 2005 and has over 29 years
experience in sales, marketing and business development in overseas
and PRC enterprises. He is responsible for developing the Company's
sales strategies, exploring potential markets and logistics management
of Jiangsu Lee & Man Chemical Ltd.
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SENIOR MANAGEMENT (CONTINUED)
Chemical Business (Continued)

Dr. TSE Man Kin, aged 39, is the Business Development Manager
of Jiangsu Lee & Man Chemical Ltd. He joined the Group in 2008
and has 16 years of experience in chemical research and research
management. He holds a Ph. D in Chemistry from the Chinese
University of Hong Kong and is a member of the American Chemical
Society. He is responsible for the research and development of the
chemical business.
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The directors present their annual report and the audited consolidated
financial statements for the year ended 31 December 2010.

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 2010 are set
out in the consolidated statement of comprehensive income on page
31.

An interim dividend of HK$0.09 per share amounting to
HK$74,250,000 in total was paid to the shareholders during the year.

The directors now recommend the payment of a final dividend of
HK$0.13 per share to the shareholders on the register of members on
9 May 2011, amounting to HK$107,250,000 in total, and the retention
of the remaining profit for the year of HK$350,293,000.

SHARE CAPITAL

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

PROPERTY, PLANT AND EQUIPMENT

The Group's property, plant and equipment were revalued as of
31 December 2010. The revaluation resulted in (i) a surplus over
book values by HK$22,083,000 which has been credited to other
comprehensive income and accumulated in asset revaluation reserve,
and (i) a deficit over book values by HK$65,000 which has been
debited directly to profit or loss.

BEEEENIREEHE2010F 12831 8IS
EZESEREREEXGATIERE -

FERY

ARBR—EREZERRAR - EXEWBER
Bl Z FEREBUR B M TS RR T RE 36 -

KRB 7iR

KEBEHZ2010F 12831 BIEFE 7 #E
HREI BZEFEETENER -

FABMRRIREF R EFRIBIETE
74,250,000 7T °

EEZRRERABREBETHRIZIBULTR
201155 A9 BRYIRREM AR - B35
#107,250,000 7T + FARE & T2 REB
/5 350,293,000 7T °

Bz %

ARTBRAZ BERNGA B S BRN
27 °

W% - BERER

REBEZYE - BEREEER 2010412
A3 BETER BAEMEL()BHED
B2 &% 52208300087 BEEA
HihzElm Rk 2ANEESHREED &
(i) ERIREEMNEIEA65000%8 T EAE
BEET B -

19



Lee & Man Holding Limited 32 XX £ & A& R 2 &

Directors’ Report
EEEHRE

20

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

During the year, the Group acquired property, plant and equipment at
a cost of approximately HK$157,044,000 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 13 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

Mr. Lee Man Yan

Mr. Kung Phong

Independent non-executive directors

Mr. Wong Kai Tung, Tony

Mr. Wan Chi Keung, Aaron JP

Mr. Heng Kwoo Seng (resigned on 30 June 2010)
Mr. Heng Victor Ja Wei (appointed on 30 June 2010)

In accordance with the provisions of the Company's Articles of
Association, Ms. Poon Lai Ming and Mr. Wong Kai Tung, Tony will retire
by rotation and, being eligible, will offer themselves for re-election.

Besides, Mr. Heng Victor Ja Wei will retire at the forthcoming annual
general meeting and being eligible, will offer himself for re-election as
director.

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

Ms. Wai Siu Kee and Ms. Poon Lai Ming have each entered into a service
agreement with the Company on 1 September 2008 for a period of
3 years, which will continue thereafter unless and until terminated by
either party by three months' prior written notice.

Mr. Lee Man Yan has entered into a service agreement with the
Company for a period of three years commencing 16 August 2010,
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
2009, 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 2010, the interests and short positions of directors and
chief executives and their associates in the shares and underlying shares
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
(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 Issuers (the “Model Code") of the
Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) were as follows:
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Long positions in shares of the Company (a) REATRGBZHE
Ordinary shares of HK$0.10 each of the Company RRFFR0.1 BT EiwmAk

Percentage of
the issued share

Number of issued capital of the
Name of director Capacity ordinary shares held Company
e 1T HARARE BT
EEpE 4 ZBEREE RABDL
Lee Man Yan Held by controlled 618,750,000 75%
corporation (note)
£ BXIEEERE (H15t)
note: These shares are held by Fortune Star Tradings Limited (“Fortune Mzt - LR TR Fortune Star Tradings
Star"). Ltd. ([ Fortune Star]) 575 o
Share options (b) HERREE

Number of ordinary
shares subject

Name of director Capacity to options granted

FriR BB R i
EsnA 37} HERHE
Lee Man Yan Beneficial Owner 82,500,000
FXR 2REXEA

Percentage of
the issued share
capital of the
Company
HARB BT
REZBDL

10%

Long positions in shares of the associated corporations of () RAEQATHEBEEZROFRE

the Company

Percentage

Number of of the issued

Name of issued shares of the

associated ordinary associated

Name of Director Capacity company shares held company

FFERT (GHEBCEECRT

EEpE 14 e EE AR EEBERHAE BB zEDL

Lee Man Yan Beneficial owner Fortune Star 45 (note) 45%
FXR 2REXEA (Htat)
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DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING
SHARES (CONTINUED)

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

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.

SHARE OPTIONS

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.

The following table discloses movements of the Company's share
options during the year ended 31 December, 2010:
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Outstanding
at
Exercise 1.1.2010
Director Date of grant price Exercisable period 7#2010%1A
Bz RS g ES  1REATHE
HKS
BT
Lee Man Yan 2342010 6.69 2342011-22.4.2015 -
FYE 2342010 6.69 234.2012-22.42015 -
2342010 6.69 2342013-22.42015 -
Total Fat -
Exercisable at 31 December 2010 2010512 A31 AT -

The options granted on 23 April 2010 may be exercised in accordance
with the following terms of the share option scheme as to:

(i)  up to one-third of the options (i.e. options for an aggregate of
27,500,000 shares) will be exercisable from 23 April 2011 to
22 April 2015 (both dates inclusive) if the net profit after taxation
("Net Profit") for the financial year ended 31 December 2010
equals or exceeds 115% of the Net Profit for the financial year
ended 31 December 2009;

(i) up to two-thirds of the options (i.e. options for an aggregate of
55,000,000 shares) will be exercisable from 23 April 2012 to 22
April 2015 (both dates inclusive) if the Net Profit for the financial
year ending 31 December 2011 equals or exceeds 130% of the
Net Profit for the financial year ended 31 December 2009;

Number of share options
BREHA
Lapsed/
cancelled  Outstanding
Granted  Exercised during at
during during  the year 31.12.2010

the year theyear FRIH R2010F128

ERRH FrfE /R 3 BEAGR

27,500,000 - - 27,500,000
27,500,000 - - 27,500,000
27,500,000 - - 27,500,000
82,500,000 - - 82,500,000

R20104F 4 A 23 B H T IRE A TS
AR B 2 G FRITIE

0)

(ii)

WMEZE2010F 12 A31 HIEBREE
ZFN SN EBBEZE 20095 12
A31 B IEMREE 2 FFE 115% -
AlgZ =9z —mERE(BIRF £
27,500,000 A% #E Az 4 ) AT 52 2011 48
4H23HE2015F4 A22 A (BEH
BRIK) ATTHE

MEZE2011F12 A31 HIEFHRFE
ZFN SRS BEE2009F 12
A3 BIEMBFE 2 FF)E 130% -
BlRZ=9027 _HERENER:
55,000,000 & B A1 ) 1§ ] A 2012
4823HZ2015F 4 A22R (BIEH
EBmMR) ATTfE



Annual Report 2010 % #

Directors’ Report
EEEHRE

SHARE OPTIONS (CONTINUED)

(i) all of the options (i.e. options for an aggregate of 82,500,000
shares) will be exercisable from 23 April 2013 to 22 April 2015
(both dates inclusive) if the Net Profit for the financial year ending
31 December 2012 equals or exceeds 145% of the Net Profit
for the financial year ended 31 December 2009;

(iv) tothe extent any options have not become exercisable by 23 April
2014 (i.e. options for an aggregate of 82,500,000 shares), they
will be exercisable from 23 April 2014 to 22 April 2015 (both
dates inclusive) if the Net Profit for the financial year ending 31
December 2013 equals or exceeds 160% of the Net Profit for
the financial year ended 31 December 2009.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

Other than the option holdings 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 2010, shareholders (other than directors and chief
executive of the Company) who had interests and short positions in
the shares and underlying shares of the Company which have been
disclosed to the Company under the provisions of Division 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to be
kept by the Company under section 336 of the SFO were as follows:

Long positions

Ordinary shares of HK$0.10 each of the Company

fRRRiE (|)

(i) WMEZE2012F12A31 BIEFBRFE
ZOFM SR BAE E 200912
A3 BIEMBFE 2 FF]EH145% -
Rl 2 B0 58 A% 4 (BN R 71 £ 82,500,000
SRR HE) 5 AT 2013 F 4 A23 HE
201554 A22 A(BIEEREMRX)ATT
i

(v) fm & £ @ 8 Iz #( 80 8 5 #
82,500,000 fE A% 1) EE 201454 H
23 B WARAEESITERE - MEIE2013
F12 A31 B I BFE 2 FFERE
R BIBEZ 20004 12 A31 B I1EE
BRFE 2 FHE160% - 82 2P8E MK
AT R 201454 A23 HE 20154
422 B (BEERMAR) RITHE °

MEARNBRFZRH

B EX BRI - ANRA] - HiE
BRAE] - SEAAE L RREREE N
RANARREEAEEA - B2 8E A%
B EARRESEBARRT S E[EM
ENBRRZ BN HEFFMES R o

FERR

R2010F 12 A31 8 RE(ARRESS
BRITBABRRIN RAR R Z kG5 RAiERE
Befnh - AIRIEES RS GG EXVERE
2RIDHBARARHEE KB REERIR
BEHRISENE 336 IEBERANATEE
ZETMERRKBEWT

wE
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Name of shareholders Capacity

BREME 54

Beneficial owner

BESlEAA

Fortune Star

Other than disclosed above, as at 31 December 2010, the Company
has not been notified by any persons (other than directors and chief
executives of the Company) who had interests or short positions in
the shares or underlying shares of the Company which would fall to be
disclosed to the Company under the provision of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to
be kept by the Company under section 36 of the SFO.

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 transaction pursuant to Listing Rules. In the
opinion of the independent non-executive directors, these transactions
entered into by the Group were:

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

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

(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.

(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.

Percentage
Number of of the issued
issued ordinary share capital

shares held of the Company

Fris e 8&1T EARATERIT
EBREA BAZBDL
618,750,000 75%

B EXCATHEE  FA2010E12 8318 » i
FREMA L (RARAREELESTHRAE
BRON) BEIANT - IEEARRAZ KD
ARG R - A EIREZ S RS GO
EXVERE 2 M3 D EAMARRIFE « kB
QEE?WE%F &5 R BB 60128 336 (&7 BN
RNEFEZELMZERS AR -

RELHRA AEANFREATHRECHE
RPZHBHN G M BRRMTIZ - %
BUFATEFRE  AKEETZERS
R

() AEAEERER-—REBDET:

(i) 1% (a) ERWBERIFF s (b) EMALE
BHIT - HIEREARRRRME T
BRVEE

(i) & (a) aElEsc (b)) BEm L EinE
B TBERGETHEBLE=EME
&R &

(v) PP keI BE R HATEE
BRS=RE -

B EXPRIEES  WEEFMETERZ AL E
MR BERATRERBERS
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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.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales attributable to the Group's five
largest customers comprised approximately 27% of the Group's total
sales and the sales attributable to the Group's largest customer were
approximately 9% of the Group's total sales.

The aggregate purchases during the year attributable to the Group's
five largest suppliers were approximately 31% of the Group's total
purchases and the purchases attributable to the Group's largest supplier
were approximately 9% 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.

ESREXSHPZzHER

BRI BEER 5 | — BRI - AR7R] - HiE
P B EAL IR R R BB R RN F R
FRERASEHRESHTTEARRESES
ERSHREARGCERERA

FRERRMER

FARKBRLARTFPZ R HEEAREZ
REXBAO27%  MAKBERATP ZH#H
BHEAREEBEEEN% -

FARKEZ AARERZ RFTBEOER
SEEBERI 0 MARBERAHER
ZBEHEAREEBEEL9%

MEEE  FEIHBALESAAHREAR
NEICBEITIRA 5% A L2 AR - %A
AEBRAFPEMRAES

MR HEROALAFZ LHES

e EL O PN STl

HEXBRAREZ EHES ©

ZEmBxiE

ARBZEHERAXFEHRE L0 E

BRBRBERE G - REANRRIRRE
AR EL IR IR A R B E A A ©

REBIUFNTESE

RIBEEMRAIEI 316k 265] - BRBULIE
WITEFCRARAEREFE BT
ARBRBRBAEBEILIFNTESHEBBLA
+
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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 2010.

EVENTS AFTER THE REPORTING PERIOD

Details of significant events occurring after the reporting period are set
out in note 39 to the consolidated financial statements.

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

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

On behalf of the Board
Wai Siu Kee
CHAIRMAN

Hong Kong, 21 February 2011

B & By 3R
AEEREZHMEBRAFHFMEE SR -
TiERB 2N - EXRERRTBEMERE -

ARREFZMEHFMERERRARRZ
REZEE - HEAAZ THERRRBYEZM5S
AR METE °
ARBEHRMN—BBREE - (FRYES
REEWREE ZERE  HEFBHENGAR
FHKMITE28

RALRIGRE

ARAIREZE2010F 12 A31 BILEEFE
WERFE LRI E -

REMEER

MEHRBEEREFBHNGE P HREN
5F39 e

BB Em

BRBREREY - BERS ST ALRAR
BN O RBE RS BERBAF AR LIRS -

RREZFE
1
(]

B 2011FE2A21H
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Deloitte.
=)

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 31 to 123, which
comprise the consolidated statement of financial position as at 31
December 2010, and the consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

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

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

BEXEEARATERR
(REIEHESEMA L2 BRLE])

FZER TEEEHNEIIBEEFE 1238518
XEEFARAR(( BRI KEMNBAR
(IR BEE])2HFEEMBEHE  tE
WIS ImFTBIENR2010F 12 A31 B2 ia0
BRER BEEZALFEZHA2ERK
m o A RRERERRGEReNER
AR FZEEBURME RE MM TR -

BERRERAAERBET BTG RM
MEBHHREER R BB RRIGD 2 HE
RERBIEE AT ZEREMBERE - IO&
BEERBRIGAVBTREMBEZBEA
HREETE - DAEAR A M TSR W B R R el iR
RIMBE 2 EARERBRAL -

AEBENTTZ B ERRIBAIT 2 EZAE

HREFAVBRRELER - LRIEE)
WhalaR - EREBEBREE - M EEMW
R o AZBE T ARG 2 AR AT
A EMA LB BERAREREE - AREED
TERBEEBSMASHRMNEERIE
APEITER T - ZFEERAMETE
RARBLMEIFATESR  NRERTUF
HREMBRERELE NFRERNEAHREK

yl[o
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Independent Auditor’s Report
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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 of the consolidated financial
statements that give a true and fair view in order to design audit
procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity's
internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

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

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Group as at 31 December 2010, 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 February 2011

ZBET 2 RE ()

BIS RITIEF NER B B4R & M SRR
PR REBEEM I BIZRE - MEEL
TR BURTMZ ZRAN 2 #8 - B3EF AR
FFRER R MG TR MR TF A ERER
Rtz R - FERHE R FRRE - 2 2EmE
BHEZABIRGEERAF 2 A ERE
MM AEEE - WERETRIBARTEE
ZEZREF - BYIFRE AR AR
BERMEHER - BERTENBENEE
ERAZ e BRR zAEERMELZE
Mz AN - URFHESEMBHRERZ
BREHHA -

AZBENTIE - ATAERZBRERR
RRMBEE M ANTZERE RIRHER -

BR

TZEETRE  NMrEVBHRRENEE
WAFHRE B5EM2010612H31H
2B E ESEHEZBLEFE R
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RBEBRTNED 2 BBRRTEMEZERmH
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

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 expense

Profit for the year

Other comprehensive income
Surplus arising on revaluation of property,
plant and equipment
Recognition of deferred tax liability
arising on revaluation of property,
plant and equipment
Exchange differences arising form translation
Share of reserve of a jointly controlled entity

Other comprehensive income for the year
Total comprehensive income for the year

Earnings per share (HK cents)

YA

HEMRA

EF

HAUWA

SHE R SHAAR
TTHE M
MEXH-AREFAZRE
IR 2 SRITEK

ER A A A
PRSHISZ H

FR &

Hit2HE s
REHDE - BEK
RIBMELZ BER
RAEHEYE - BE &
RiEMELZ
ERERIARE

R i A A HOE 25
FEIE A E R Rt

FAEMEEKES
FARAZEKHRATRE
ERAEMN (BL)

Notes
MizE

10

2010
HK$'000
FET
2,138,808
(1,333,105)

805,703
13,755

(78,195)

(201,251)

(10,480)

529,532
(71,989)

457,543

22,083

(3.111)
40,667
161

59,800
517,343

55.5

2009
HK$'000
TAT

1,403,428
(983,753)

419,675

7,409
(60,497)
(108,484)
(13,792)

244311
(10,488)

233,823

10,704

(426)

10,313
244,136

283
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At 31 December 2010 722010412 A831H

2010 2009
Notes HK$'000 HK$'000
KiaE FExT FAET
(restated)
(g&=7)
Non-current assets FRBEE
Property, plant and equipment M - BE MR 13 1,257,403 1,147,156
Prepaid lease payments TERHEERIE 14 55,855 55,766
Investment properties REMZE 15 26,341 22,408
Intangible assets BIVEE 16 8,323 8,480
Deposits paid for the acquisition of property, ~ BEEW¥ - BER
plant and equipment B PARNET 29,598 12,841
Interest in a jointly controlled entity REGENA] 17 4,706 -
Defined benefit assets AENREE 32 4,538 4,250
1,386,764 1,250,901
Current assets REBEE
Inventories FE 18 168,072 108,375
Prepaid lease payments TBREERIE 14 1,235 1210
Trade and other receivables JEWE 5 N H At F0E 19 304,323 178,387
Derivative financial instruments TTESmIA 20 - 704
Tax recoverable SEANERE] 2,824 =
Restricted bank balances BRBIRITFK 21 - 1,705
Bank balances and cash RITHEB KRS 21 393,385 70,638
869,839 361,019
Current liabilities RBAE
Trade and other payables JERTE &) R H A FRIE 22 313,530 293,991
Derivative financial instruments PTESmITA 20 530 -
Amounts due to related companies FEfTREE A RIFIE 23 6,955 8,911
Taxation payable FERTIA 27,884 3,631
Bank borrowings-due within 1 year RITER - 1 FASIE 24 479,577 288,832
828,476 595,365
Net current assets (liabilities) REBEE (BF) FE 41,363 (234,346)
TOTAL ASSETS LESS CURRENT LIABILITIES #EERREEE 1,428,127 1,016,555
Non-current liabilities FkRBARE
Bank borrowings-due after 1 year RITER — 1 F12 525 24 41,808 83,616
Other long term payables Hih REAERIFIA 25 - 1,676
Deferred taxation ERER IR 26 8,917 6,008
50,725 91,300
NET ASSETS EEFE 1,377,402 925,255
Capital and reserves BEARGEE
Share capital %N 27 82,500 82,500
Reserves i 1,294,902 842,755
1,377,402 925,255

FINBEFE 123 5H 2P HERKER 2011
F2A2IBREESRBRIEETE - WH
TR EEREREE

The consolidated financial statements on pages 31 to 123 were
approved and authorised for issue by the Board of Directors on 21
February 2011 and are signed on its behalf by:

Wai Siu Kee Lee Man Yan
HOH £
Chairman Director

£ EZE
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For the year ended 31 December 2010 #Z=2010F 12 31 H L FE

At 1 January 2009

Profit for the year
Qther comprehensive
income for the year

Total comprehensive
income for the year

Realised on depreciation of
property, plant and equipment

Realised on disposal of
property, plant and equipment

Deferred tax liabilty reversed on
reglisation of depreciation of
property, plant and equipment

Deferred tax liabilty reversed on
realisation of disposal of property,
plant and equipment

Dividends recognised as distribution

At 31 December 2009

Profit for the year
Other comprehensive
income for the year

Total comprehensive
income for the year

Recognition of equity-settled
share-based payments

Realised on depreciation of
property, plant and equipment

Realised on disposal of property,
plant and equipment

Deferred tax liabilty reversed on

realisation of depreciation of property,
plant and equipment

Deferred tax liabilty reversed on
realisation of disposal of property,
plant and equipment

Dividends recognised as distrbution

Transfer to non-distributable
reserve fund

At 31 December 2010

20095118

A
R
ST

ER2E
e

nx BERRE

teEng
el

i4%  HER

BB ERE
BERRRERE
HtEng iR
REEE
EERARREAT
RRBHIEZNRE

2009124318

FREH
FREL
2l

FREL
Ytes

AR S
VN2 PARES
EN B
ZIESH
HENE FRE
BREER
% BER
RELAERAN
ETHERERD
e
BbERH
ETHRERRE
BERNRZRE
B\ RRR
55

R20105128318

Share
capital

B
HK$000
TR

82,500

82,500

82500

Share
premium

BitiR
HK$000
TR

20,507

20307

Asset Non-
revaluation distributable ~Translation
leseve  feserve reserve

B FUAK
BftGE B EXRE
HKS000  HK0O0  HK$000
T Fin Tin

(notel)

(isk)

69,848 - 35014

10278 = 35

10278 = 35

(559) - -

(387) - -

48 = =

14,721 - 35049

18972 - 4088

18972 - 40828

(819) - -

(170) - -

956 = =

2 = =

59,575 =
86309 59575 75877

Share
options
reserve

ERiE
i
HK$ 000
TR

66,804

66,804

Special Accumulated
reseve  profits Total

RARE  REA ait
HK000  HKS00D  HKSO000
Tk TRL  ThR

(noteii)
(h)

(67990) 578565 718244
- 233823 233823
= - 10,313
- 233823 244136
- 5598 -
- 387 -
NG -
- (48) -
- (37125 (37,125)

(67990) 780662 925255
- 457543 457543
= - 59,800
- 457543 517343
= = 66,804
- 8,198 -
- 170 -
- (956) -
_ ) _

- (132000) (132,000)

- (59575) -
(67.990) 1054020 1377402
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

notes:

0

(i)

According to the relevant laws in the People’s Republic of China
("PRC"), wholly foreign-owned enterprises in the PRC are required to
transfer at least 10% of their net profits after taxation, as determined
under the PRC accounting regulations, to a non-distributable reserve
fund until the reserve balance reaches 50% of their registered capital.
The transfer to this reserve must be made before the distribution of a
dividend to equity owners. The non-distributable reserve fund can be
used to offset the previous years' losses, if any. The non-distributable
reserve fund is non-distributable other than upon liquidation.

The special reserve of the Group represents:

(a) 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

(b)  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 organisation in 1993.

B&E -

0

(i)

REBEHEARKMBE([HE ) BEERER -
FEREINE R RAEERD 1000 FREIE
BN (RIEFEESREEE) ETA DK
s BEEREAREDZEMEARS0% -
BEZFEBEUAED KB SEIIRA T
Ay RFEER REREREFERER (N
B) - BRIBRIN PAIDIRFEBRIED
ik °

KRB FRIREETS -

@ AAREE2001%E 1272 EMEM
PR KB 2 O B A ) 2 P A T B A
ARBBIRAEEZZE &

(b) FIEB2AFLee & Man Development
Company Limited ([ #E 1) 2 &
PIEEIIERIE AN 1993 F 2 &
ESHEMKENE R R ZRAEE
BBV EREDBTRAEEL Z5
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

OPERATING ACTIVITIES
Profit before taxation
Adjustments for:

Depreciation of property,
plant and equipment
Share-based payment expense

Interest on bank borrowings wholly

repayable within five years

Release of prepaid lease payments
Amortisation of intangible assets

Loss on disposal of property,
plant and equipment

Fair value changes on derivative
financial instruments

Impairment loss recognised in
respect of trade receivables

Deficit arising on revaluation of

property, plant and equipment
(Reversal of) write-down of inventories

Interest income

Change in fair value of investment properties

Recovery of doubtful debt

Operating cash flows before
movements in working capital
(Increase) decrease in inventories

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

Increase (decrease) in derivative
financial instruments

(Decrease) increase in amounts due

to related companies

Cash generated from operations
Hong Kong Profits Tax paid

Profits Tax paid for other jurisdictions

NET CASH FROM OPERATING ACTIVITIES

P E 0
BRA AR K
TR

M - BB MREZITE

Befn SRS
ARAFANERMEEZ
RITER
FAfAE S R

BV EE#H
HEWE - BE MREEE

FTESBTEARBEZES
FEWE SR FREEE

EfbME M
FREAZ BHE
FEKE (EH), EHE
ABSUON
REMEIREZE
Yo a5 B

RAtEBESEHAIZ
REXBRERE

FE& (48 m) R

FEWE 5 Ko E A FRIRIE AN
SUEM R E BN

FERTE 5 N ALt SR IR IE A
TTESRMITAZIEMCRD)

e REE A BFOR OR ) 1800
REXBMERE
ENBEEREH
ENEMAEER SR
REXBREREFE

2010
HK$°000
FTEx

529,532

104,218
66,804

10,480
1,217
1,019

542
(70)
204

65
(3.114)
(1,701)
(1,374)
(6)

707,816
(56,583)
(126,134)
(288)

62,369

1,304

(1,956)

586,528
(13,418)
(37,757)

535,353

2009
HK$'000
TAT

244311

66,351

13,792
1,066
800

227
(704)
369

15

1,386
(291)

125

327,447
16,359
(41,042)

(398)
49216

(508)

4,780

355,854
(8,874)
(56)

346,924
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INVESTING ACTIVITIES

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

plant and equipment
Investment in a jointly controlled entity
Decrease (increase) in restricted
bank balances
Interest received
Proceeds from disposal of property,
plant and equipment
Increase in prepaid lease payments
Purchase of intangible assets

NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES

Bank borrowings raised
Repayment of bank borrowings
Dividends paid

Interest paid

NET CASH FROM (USED IN)
FINANCING ACTIVITIES

NET INCREASE 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

For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE
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EfRRE
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BEFB G () REFHE
RAERERAEER

EnFEE

RENZRERERFLEE

Exen &

RELZRERERFEEE

2010

HK$'000
T

(112,217)

(106,612)
(4,545)

1,705
1,701

178

(219,790)

327,638
(178,586)
(132,000)

(10,480)

6,572

322,135

70,638

612

393,385

2009
HK$'000

FAT
(135,987)
(87,444)
(1,705)

291

157

(7,501)
(921)

(233,110)

248,784
(304,619)
(37,125)
(13,792)

(106,752)
7,062

63,469

107

70,638
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

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 Limited
(“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 ("HK 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.

New and revised Standards and Interpretations applied in
the current year

In the current year, the Group has applied the following new and
revised Standards and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants ("HKICPA").

HKFRS 2 (Amendments) Group Cash-settled Share-

based Payment Transactions

HKFRS 3 (as revised in 2008)  Business Combinations

HKAS 27 (as revised in 2008)  Consolidated and Separate
Financial Statements

RRARRBEF SRS R EDE(KERT)
FENERREHSTMALA—FRE
HEBARAR - HROHNEBBS X
SERAR ([HAA]) £ - Hix
#IZfR A ) A Fortune Star Tradings Ltd.
([Fortune Star]) » —EIRNRBAER A
SEHMEAL 2 A F] o RRRFHITHELE
REZLZENARFRIRRIER F
REE -

RRBZNEEERES - HRARE
REER LT - BUtARE MBS HRRAET
IR

RAT S RREER AT - HEZM

BRRz E2EBHEMITEIE -

RE NIRRT RSB EA R 2E

RAFRE - AEEEEAN THEEE
ST ARG RS ER R R
B

BRMBHREEN  RENRESNEN
2% (1B77) BAnEE AR
5

EEMEREER  EEAH
E 35k

(2008 F£4ERT)
BAEGEER BB
E275% HE

(2008 F£4ERT)
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

New and revised Standards and Interpretations applied in
the current year (continued)

HKAS 39 (Amendments) Eligible Hedged ltems

HKFRSs (Amendments) Improvements to HKFRSs
issued in 2009

HKFRSs (Amendments) Amendments to HKFRS 5 as
part of Improvements to
HKFRSs issued in 2008

HK(IFRIC)-Int 17 Distributions of Non-cash
Assets to Owners

HK-Int 5 Presentation of Financial
Statements-Classification by
the Borrower of a Term Loan
that Contains a Repayment
on Demand Clause

Except as described below, the application of the new and revised
Standards and Interpretations in the current year has had no
material effect on the amounts reported in these consolidated
financial statements and/or disclosures set out in these
consolidated financial statements.

RERIERRVRTE RS AR 2R
(%)

BEERTER| SEBEHIEA
F39% (53])
BEUBRE 2009 G
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BN @GR 2
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

Amendments to HKAS 17 Leases

As part of Improvements to HKFRSs issued in 2009, HKAS 17
Leases has been amended in relation to the classification of
leasehold land. Before the amendments to HKAS 17, the Group
was required to classify leasehold land as operating leases and
to present leasehold land as prepaid lease payments in the
consolidated statement of financial position. The amendments to
HKAS 17 have removed such a requirement. The amendments
require that the classification of leasehold land should be based
on the general principles set out in HKAS 17, that is, whether or
not substantially all the risks and rewards incidental to ownership
of a leased asset have been transferred to the lessee. The Group
reassessed the classification of its unexpired leasehold land in
accordance with the provisions set out in the amendments to
HKAS 17. The application of the amendments to HKAS 17 does
not affect the classification of the Group's leasehold land.

Hong Kong Interpretation 5 Presentation of Financial
Statements-Classification by the Borrower of a Term Loan
that Contains a Repayment on Demand Clause

Hong Kong Interpretation 5 Presentation of Financial Statements-
Classification by the Borrower of a Term Loan that Contains a
Repayment on Demand Clause ("HK Int 5") clarifies that term
loans that include a clause that gives the lender the unconditional
right to call the loans at any time (“repayment on demand clause”)
should be classified by the borrower as current liabilities. The
Group has applied HK Int 5 for the first time in the current year.
HK Int 5 requires retrospective application.

In order to comply with the requirements set out in HK Int 5,
the Group has changed its accounting policy on classification
of term loans with a repayment on demand clause. In the past,
the classification of such term loans were determined based
on the agreed scheduled repayment dates set out in the loan
agreements. Under HK Int 5, term loans with a repayment on
demand clause are classified as current liabilities.

ERTEREHERE 175 -
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

Hong Kong Interpretation 5 Presentation of Financial
Statements-Classification by the Borrower of a Term
Loan that Contains a Repayment on Demand Clause
(continued)

As at 31 December 2010, bank loans (that are repayable more
than one year after the end of the reporting period but contain
a repayment on demand clause) with the aggregate carrying
amount of HK$211,460,000 (2009: HK$70,234,000) have been
reclassified from non-current liabilities to current liabilities. The
application of HK Int 5 has had no impact on the reported profit
or loss for the current and prior years.

Such term loans have been presented in the earliest time band in

the maturity analysis for financial liabilities (see note 38).

The effects of the above changes in accounting policies on the
financial position of the Group as at 31 December 2009 are as

follows:

Current liabilities TEEE
Bank Borrowings IRITIEFX

Non-current liabilities HREEE
Bank Borrowings RITIER

ERREESHR [ MBRER 25—
RAHRBENRERGERZEHRER
# 7 % ()

MR2010F12A31H BR @ #& &
£211,460,000% 7L(20094F :
70,234,000 % 7T) 2 SRITE K (BRI
HMAE RE—F&EE - BEEAkE
RERKEREOEIERRBBE-
FEREBRIES SR EEE R AT
FEFTE2MESIBRTE -

EemaEIHBEsmP(RINE
38) » ZEEHEFNRFREHEA

25 -

N EEABENRNEHRAEER
20094F 12 A 31 BBk 2 S22
T

As at

31/12/2009 As at
(originally 31/12/2009
stated) (restated)
31/12/2009  Adjustments 31/12/2009
(REZ3)) R (FE7)
HK$'000 HK$'000 HK$'000
FHET FHET FHET

Increase

(decrease)

Pl

CRI)
218,598 70,234 288,832
153,850 (70,234) 83,616

372,448 = 372,448
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

Hong Kong Interpretation 5 Presentation of Financial
Statements-Classification by the Borrower of a Term
Loan that Contains a Repayment on Demand Clause
(continued)

The above changes in accounting policies have no impact on the
financial position of the Group as at 1 January 2009 because the
Group's facilities on that date did not include any repayment on
demand clause. As such, the consolidated statement of financial
position as at 1 January 2009 is not presented.

New and revised Standards and Interpretations issued but
not yet effective

The Group has not early applied the following new and revised
Standards and Interpretations that have been issued but are not
yet effective:
HKFRSs (Amendments) Improvements to HKFRSs
issued in 2010!
HKFRS 7 (Amendments) Disclosures — Transfers of
Financial Assets?
HKFRS 9 Financial Instruments®
HKAS 12 (Amendments) Deferred Tax: Recovery of
Underlying Assets*
HKAS 24 (as revised in 2009)  Related Party Disclosures®

HKAS 32 (Amendments) Classification of Rights Issues®
HK(FRIC)-Int 14 (Amendments) Prepayments of a Minimum
Funding Requirement®

HK(FRIC)-Int 19 Extinguishing Financial
Liabilities with Equity

Instruments’

EEREFSHRMBERZ25 - fF
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

New and revised Standards and Interpretations issued but
not yet effective (continued)

! Effective for annual periods beginning on or after 1 July 2010 or 1
January 2011, as appropriate.

2 Effective for annual periods beginning on or after 1 July 2011.
g Effective for annual periods beginning on or after 1 January 2013.
4 Effective for annual periods beginning on or after 1 January 2012.
8 Effective for annual periods beginning on or after 1 January 201 1.
£ Effective for annual periods beginning on or after 1 February 2010.
g Effective for annual periods beginning on or after 1 July 2010.

HKFRS 9 Financial Instruments (as issued in November
2009) introduces new requirements for the classification and
measurement of financial assets. HKFRS 9 Financial Instruments
(as revised in November 2010) adds requirements for financial
liabilities and for derecognition.

. Under HKFRS 9, all recognised financial assets that are
within the scope of HKAS 39 Financial Instruments:
Recognition and Measurement are subsequently measured
at either amortised cost or fair value. Specifically, debt
investments that are held within a business model whose
objective is to collect the contractual cash flows, and that
have contractual cash flows that are solely payments
of principal and interest on the principal outstanding
are generally measured at amortised cost at the end of
subsequent accounting periods. All other debt investments
and equity investments are measured at their fair values at
the end of subsequent accounting periods.
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

New and revised Standards and Interpretations issued but
not yet effective (continued)

. In relation to financial liabilities, the significant change
relates to financial liabilities that are designated as at fair
value through profit or loss. Specifically, under HKFRS 9, for
financial liabilities that are designated as at fair value through
profit or loss, the amount of change in the fair value of the
financial liability that is attributable to changes in the credit
risk of that liability is presented in other comprehensive
income, unless the presentation of the effects of changes
in the liability's credit risk in other comprehensive income
would create or enlarge an accounting mismatch in profit or
loss. Changes in fair value attributable to a financial liability's
credit risk are not subsequently reclassified to profit or loss.
Previously, under HKAS 39, the entire amount of the change
in the fair value of the financial liability designated as at fair
value through profit or loss was presented in profit or loss.

HKFRS 9 is effective for annual periods beginning on or after 1
January 2013, with earlier application permitted.

The amendments to HKAS 12 titled Deferred Tax: Recovery of
Underlying Assets mainly deal with the measurement of deferred
tax for investment properties that are measured using the fair value
model in accordance with HKAS 40 Investment Property. Based
on the amendments, for the purposes of measuring deferred
tax liabilities and deferred tax assets for investment properties
measured using the fair value model, the carrying amounts of
the investment properties are presumed to be recovered through
sale, unless the presumption is rebutted in certain circumstances.
The directors anticipate that the application of the amendments
to HKAS 12 has no significant impact on deferred tax recognised
for investment properties that are measured using the fair value
model.

The directors of the Company anticipate that the application of the
other new and revised standards or interpretations will have no
material impact on the consolidated financial statements.
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

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 (the “Listing Rules”)
and by the Hong Kong Companies Ordinance.

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

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

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

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

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

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

Joint venture arrangement that involves the establishment of
a separate entity in which venturers have joint control over the
economic activity of the entity are referred to as a jointly controlled
entity.

The results and assets and liabilities of a jointly controlled entity
are incorporated in the consolidated financial statements using
the equity method of accounting. Under the equity method,
investment in a jointly controlled entity is initially recognised
in the consolidated statement of financial position at cost and
adjusted thereafter to recognise the Group's share of the profit
or loss and other comprehensive income of the jointly controlled
entity. When the Group's share of losses of a jointly controlled
entity equals or exceeds its interest in that jointly controlled entity
(which includes any long-term interests that, in substance, form
part of the Group's net investment in the jointly controlled entity),
the Group discontinues recognising its share of further losses.
Additional losses are recognised only to the extent that the Group
has incurred legal or constructive obligations or made payments
on behalf of that jointly controlled entity.

The requirements of HKAS 39 are applied to determine whether
it is necessary to recognise any impairment loss with respect
to the Group's investment in a jointly controlled entity. When
necessary, the entire carrying amount of the investment is tested
for impairment in accordance with HKAS 36 Impairment of Assets
as a single asset by comparing its recoverable amount (higher
of value in use and fair value less costs to sell) with its carrying
amount. Any impairment loss recognised forms part of the carrying
amount of the investment. Any reversal of that impairment loss
is recognised in accordance with HKAS 36 to the extent that the
recoverable amount of the investment subsequently increases.

When a group entity transacts with its jointly controlled entity,
profits and losses resulting from the transactions with the jointly
controlled entity are recognised in the Group' consolidated
financial statements only to the extent of interests in the jointly
controlled entity that are not related to the Group.
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Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold 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 recognised when it is
probable that the economic benefits will flow to the Group and
the amount of revenue can be measured reliably. Interest income
from a financial asset is accrued on a time basis, by reference
to the principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial asset
to that asset's net carrying amount on initial recognition.

Property, plant and equipment

Property, plant and equipment, including land and building
held for use in production or supply of goods or senvices or for
administrative purposes but other than construction in progress,
are stated in the consolidated statement of financial position
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 end of the reporting period.

Construction in progress includes property, plant and equipment
in the course of construction for production or for its own use
purposes. Construction in progress is carried at costs less any
recognised impairment loss. Costs include professional fees and,
for qualifying assets, borrowing costs capitalised in accordance with
the Group's accounting policy. Construction in progress is classified
to the appropriate category of property, plant and equipment
when completed and ready for intended use. Depreciation
of these assets, on the same basis as other property assets,
commences when the assets are ready for their intended use.
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Property, plant and equipment (continued)

Any surplus arising on revaluation of property, plant and
equipment is recognised in other comprehensive income and
accumulated in asset revaluation reserve, except to the extent
that it reverses a revaluation deficit of the same asset previously
recognised in profit or loss, in which case the increase is credited
to profit or loss to the extent of the decrease previously charged.
A decrease in net carrying amount arising on revaluation of an
asset is recognised in profit or loss 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 accumulated 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.

Depreciation and amortisation is provided to write off the valuation
of buildings and leasehold improvements over their estimated
useful lives, 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.

The estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period, with the
effect of any changes in estimate accounted for on a prospective
basis.

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

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

Investment properties are initially measured at cost, including any
directly attributable expenditure. Subsequent to initial recognition,
investment properties are measured at their fair values 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 profit or loss in the period
in which the item is derecognised.

Leasing

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

The Group as leasee

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

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

The land and building elements of a lease of land and building
are considered separately for the purpose of lease classification,
unless the lease payments cannot be allocated reliably between
the land and building elements, in which case, the entire lease is
generally treated as a finance lease and accounted for as property,
plant and equipment.

To the extent the allocation of the lease payments can be made
reliably, the Group assesses the classification of each element as a
finance or an operating lease separately based on the assessment
as to whether substantially all the risks and rewards incidental
to each element have been transferred to the Group. Interest in
leasehold land that is classified as an operating lease is presented
as “prepaid lease payments” in the consolidated statement of
financial position and is amortised over the lease term on a
straight-line basis.

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 profit
or loss in the period when the asset is derecognised.

Research and development expenditure

Expenditure on research activities is recognised as an expense in
the period in which it incurred.
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Impairment losses on tangible and intangible assets

At the end of the reporting period, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the
extent of the impairment loss, if any. 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 standard.

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 (the “MPF
Scheme”") as required under the Hong Kong Mandatory Provident
Fund Schemes Ordinance and state-managed retirement benefit
schemes are charged as an expense when employees have
rendered service entitling them to the contributions.
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Retirement benefit costs (continued)

For defined retirement benefit plans, the cost of providing benefits
is determined using the projected unit credit method, with
actuarial valuations being carried out at the end of each reporting
period. 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 at the end of the previous reporting
period are amortised over the expected average remaining
working lives of the participating employees. Past senvice 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.

The retirement benefit obligation recognised in the consolidated
statement of financial position 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 the end
of the reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date.
Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing on the
date when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency
are not retranslated.
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Foreign currencies (continued)

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in
profit or loss in the period in which they arise, 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 other comprehensive
income and accumulated in equity and will be reclassified from
equity to profit or loss on disposal of foreign operation. Exchange
differences arising on the retranslation of non-monetary items
carried at fair value are included in profit or loss for the period.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are translated into the presentation currency of the
Group (i.e. Hong Kong dollars) at the rate of exchange prevailing
at the end of the reporting period, 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 in other
comprehensive income and accumulated in equity (the translation
reserve).

From 1 January 2010 onwards, on the disposal of a foreign
operation (i.e. a disposal of the Group's entire interest in a foreign
operation, or a disposal involving loss of control over a subsidiary
that includes a foreign operation, a disposal involving loss of
joint control over a jointly controlled entity that includes a foreign
operation, or a disposal involving loss of significant influence over
an associate that includes a foreign operation), all of the exchange
differences accumulated in equity in respect of that operation
attributable to the owners of the Company are reclassified to
profit or loss. In addition, in relation to a partial disposal of a
subsidiary that does not result in the Group losing control over
the subsidiary, the proportionate share of accumulated exchange
differences are re-attributed to non-controlling interests and are
not recognised in profit or loss. For all other partial disposals (i.e.
partial disposals of associates or jointly controlled entities that do
not result in the Group losing significant influence or joint control),
the proportionate share of the accumulated exchange differences
is reclassified to profit or loss.
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Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, which are assets that necessarily
take a substantial period of time to get ready for their intended
use or sale for which the commencement date for capitalisation
is on or after 1 January 2009, are added to the cost of those
assets until such time as the assets are substantially ready for their
intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for
capitalisation.

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

Taxation

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

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

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

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

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

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

The measurement of deferred tax liabilities and assets reflects the
tax consequences that would follow from the manner in which
the Group expects, at the end of the reporting period, to recover
or settle the carrying amount of its assets and liabilities. Deferred
tax is recognised in profit or loss, except when it relates to items
that are recognised in other comprehensive income or directly in
equity, in which case the deferred tax is also recognised in other
comprehensive income or directly in equity respectively.
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Share-based payment transactions
Equity-settled share-based payment transactions

The fair value of services received determined by reference to the
fair value of share options granted at the grant date is expensed on
a straight-line basis over the vesting period, with a corresponding
increase in equity (share options reserve).

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

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

Financial instruments

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

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

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 to the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for debt
instruments other than those financial assets dlassified as at FVTPL,
of which interest income is included in net gains or losses.

Loans and receivables

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

Financial assets, other than those at FVTPL, are assessed for
indicators of impairment at the end of each reporting period.
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 affected.

For all financial assets, objective evidence of impairment could

include:
. significant financial difficulty of the issuer or counterparty; or
. breach of contract, such as default or delinquency in interest

and principal payments; or

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

. the disappearance of an active market for that financial asset
because of financial difficulties.

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

For financial assets carried at amortised cost, 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.
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Financial assets (continued)
Impairment of financial assets (continued)

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 a trade or other receivable is considered uncollectible, it is
written off against the allowance account. Subsequent recoveries
of amounts previously written off are credited to profit or loss.

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

Financial liabilities and equity instruments

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 dlassified into financial
liabilities at FVTPL and other financial liabilities.
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Financial liabilities and equity instruments (continued)
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.

Other financial liabilities

The Group's other 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.

Derivative financial instruments

Derivatives that are not designated and effective as hedging
instruments are classified as held for trading.

Derivatives are initially recognised at fair value at the date
a derivative contract is entered into and are subsequently
remeasured to their fair value at the end of the reporting
period. The resulting gain or loss is recognised in profit or loss
immediately.
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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 in its entirety, the difference
between the asset's carrying amount and the sum of the
consideration received and receivable and the cumulative gain or
loss that had been recognised in other comprehensive income
and accumulated in equity is recognised in profit or loss.

On derecognition of a financial asset other than in its entirety
(e.g. when the Group retains an option to repurchase part of
a transferred asset or retains a residual interest that does not
result in the retention of substantially all the risks and rewards of
ownership and the Group retains control), the Group allocates the
previous carrying amount of the financial asset between the part it
continues to recognise under continuing involvement, and the part
it no longer recognises on the basis of the relative fair values of
those parts on the date of the transfer. The difference between the
carrying amount allocated to the part that is no longer recognised
and the sum of the consideration received for the part no longer
recognised and any cumulative gain or loss allocated to it that had
been recognised in other comprehensive income is recognised in
profit or loss. A cumulative gain or loss that had been recognised
in other comprehensive income is allocated between the part
that continues to be recognised and the part that is no longer
recognised on the basis of the relative fair values of those parts.

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.
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In the application of the Group's accounting policies, which are
described in note 3, the directors of the Company are required to
make various estimates based on past experience, expectations
of the future and other information. The key sources of estimation
uncertainty at the end of the reporting period that can significantly
affect the carrying amounts of assets 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 the
Group's customers were to deteriorate, resulting in an impairment
of their ability to make payments, additional allowances may
be required. Impairment is made based on the estimation of
the future cash flow discounted at the original effective rate
to calculate the present value. As at 31 December 2010, the
carrying value of trade receivables (net of impairment loss) and
bills receivables was approximately HK$241,091,000 (2009:
approximately HK$153,943,000).

Write-down of inventories

Management reviews the inventories listing at the end of each
reporting period, and makes allowance for obsolete and slow-
moving inventory items identified that are no longer suitable for
use in operation. Allowance was made by reference to the latest
market value for those inventories identified. Where the net
realisable value is less than the cost, a material write down may
arise. As at 31 December 2010, the carrying amount of inventories
(net of allowances) was approximately HK$168,072,000 (2009:
approximately HK$108,375,000).
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MR2010F 12 A31H @ [EIRE 5 FKIE
ZEREE(IBRRERER) REKRE
YEFIEA) 241,091,000 (2009 : 4
153,943,000 7T) °
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Income taxes

As at 31 December 2010, deferred tax asset in relation to unused
tax losses of approximately HK$42,238,000 (2009: approximately
HK$37,976,000) was not recognised in the consolidated
statement of financial position due to the unpredictability of future
profit streams. The realisability of the deferred tax asset mainly
depends on whether sufficient future profits or taxable temporary
differences will be available in the future. In cases where the
expectation for future profit streams changes, a recognition of
deferred tax assets may arise, which would be recognised in profit
or loss for the period in which such a recognition takes place.

Manufacture and sales of SLERHE
— handbags —FR
— chemical products — (L ITEm

(a) Operating segments

Information reported to the Chairman of the Company,
being the chief operating decision maker, for the purposes
of resource allocation and assessment of segment
performance focuses on types of goods sold.

The Group's operating and reportable segments under
HKFRS 8 Operating Segments are Handbags and Chemical
products.

Frig®t

R RS2 mATAITEAR - R
2010 12 A31H ' EEABEHIEE
B IRERIBEEER 42,238,000
(2009 : #737,976,00087) WA
EE 2 AR KR o BEFIEE
EZERETEEBNEEHE BAARNRE
FSK 2R AT A 2 FERR R B B 2= 2R T
TE o (HEEZ R RERHF )% R FEE
wr)  RERIEEERI LS TAEE R
B - AR EFERE AR R
B2 R e WS RNFER -

2010 2009
HK$'000 HK$'000
FET TET
853,539 727,555
1,285,269 675,873
2,138,808 1,403,428

(a) &SI
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(@)

Operating segments (continued)

Principal activities are as follows:

Handbags -

Manufacture and sales

of handbags

Chemical products -

Manufacture and sales of

chloromethane products,

caustic soda and hydrogen

peroxide

Information regarding the above segments is reported

below.

Segment revenues and results

For the year ended

31 December 2010
REVENUE — external sales
Segment profit

Central administration costs
Interest on bank borrowings wholly
repayable within five years

Profit before taxation

HZE20105
12A31BLLEE

WA —HNERIHE

BRI A A

@

Handbags

HK$'000
TEx

853,539

112,799

REDE (&)

UTHE T ARESER RS D
EIESES S i

FR - BERHEFR

ETER - HERHEEFRA
1), 5 KB e
&)

ERDEERER2FHANT -

Pl L PN E S

Chemical

products Total

FR {EIEmM Mt

HK$'000 HK$'000
FTHET FHET

1,285,269 2,138,808

428,952 541,751

(1,739)

(10,480)

529,532
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(@)

Operating segments (continued)

Segment revenues and results (continued)

For the year ended EHZE2009F

31 December 2009 12A31HIEEE
REVENUE — external sales WA —SNERSHE
Segment profit 5 &b A
Other income E AUz A
Central administration costs FRIRITERE A

Interest on bank borrowings wholly ~— F 8 H -ZBRAFA

repayable within five years 2 EBER 2 RITIER

Profit before taxation FREERT R A

The accounting policies of the reportable segments are
the same as the Group's accounting policies described
in note 3. Segment profit represents the profit eamed by
each segment without allocation of central administration
costs and finance costs. This is the measure reported to
the Chairman for the purposes of resource allocation and
performance assessment.

() E&EDE(F)

DR A& (&)
Chemical
Handbags products
FR tIER
HK$000 HK$'000
FHET FTHET
727,555 675,873
119,865 139,400

Total
et
HK$'000
FTHET

1,403,428
259,265
3
(1,165)
(13,792)

244,311

A2 WS BN R B RAEER K

SARE (M3 Adt) -

AN

7JAa

EiEEE=)

FRIEEEN) - DNEFERRITHARA M
BRANDE o WWIRANEEEE 2R
BIDE - UETTE R B RaHA D B8R
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(@)

Operating segments (continued)
Segment assets and liabilities

The following is an analysis of the Group's assets and
liabilities by reportable segment:

@

UTRASEEERBERAZ
B2 DT

Segment assets

Handbags FR
Chemical products {tIEm
Total segment assets DEEELRR
Unallocated RTHREE
Consolidated assets R BE
Segment liabilities

Handbags B
Chemical products {ETES
Total segment liabilities DEPE EARER
Unallocated RYHEEE
Consolidated liabilities meaf

For the purposes of monitoring segment performances and

allocating resources between segments:

—  all assets are allocated to reportable segments other

than corporate assets.

|

other than corporate liabilities.

all liabilities are allocated to reportable segments

TEEE

2010
HK$'000
TR
471,311
1,784,931

2,256,242
361

2,256,603

TERE

2010
HK$'000
FET
258,156
620,394

878,550
651

879,201

2009
HK$'000
FET
406,883
1,204,673

1,611,556
364

1,611,920

2009
HK$'000
TAT

266,201
419,903

686,104
561

686,665

BN B 2 B D #BRIE M D BCEREY

B4 -

\
B

a1

S

\
B

HoER

a1

FRREEIN  IBEEHDE
EHDE R

RRRBESN IBREDDE
2
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(@)

Operating segments (continued)

Other segment information

Amounts included in the measurement of segment profit or

loss, or segment assets:

2010

Addition to non-current assets (note)
Depreciation of property,

plant and equipment
Release of prepaid lease payments
Amortisation of intangible assets
Impairment loss recognised

in respect of trade receivables
Loss on disposal of property,

plant and equipment
Gain on fair value changes

on derivative financial instruments
Reversal of write-down of inventories

Recovery of doubtful debt

FRBEERNE ()

RiZITE
JENTE EFOR
FEMIR TR YR (B 18

HEME  BE
RiBER
ITESRTA
RNF{ERNE S W
TrERE R
Yo [m] 22 i

(@) REIE(E
Hith oy 3REH
FFAGTE D HERL D HEEN
A
2010
Chemical
Handbags products Total
FR EIEM et
HK$'000 HK$'000 HK$'000
FHET THET FHET
7,579 154,739 162,318
16,362 87,856 104,218
490 727 1,217
- 1,019 1,019
204 - 204
62 480 542
(70) - (70)
(3,114) - (3,114)
(6) - (6)
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(@) Operating segments (continued) (@) KEHE(E)
Other segment information (continued) Hinn &R (&)
2009 2009
Chemical
Handbags products Total
FL2 {EIER et
HK$'000 HK$'000 HK$'000
FHT FHET FHET

Addition to non-current assets (note) IEREBNEERE (H:E) 3,603 224,529 228,132
Depreciation of property, M - BEREEIITE

plant and equipment 15,383 50,968 66,351
Release of prepaid lease payments T8 7H & B # 5 490 576 1,066
Amortisation of intangible assets B EERH - 800 800
Impairment loss recognised FEMUIR R YR (B 18

in respect of trade receivables 255 114 369
Loss on disposal of property, LEWE  BE

plant and equipment KRB EE 66 161 227
Write-down (reversal of write-down) & RIERE A,

of inventories ([E]4) 5,252 (3,866) 1,386
Gain on fair value changes TESHMIA

on derivative financial instruments NEEMEB (704) - (704)
note: Non-current assets excluded defined benefit assets. & IERBEET NRIERE R
Revenue from major products and services FTEERRBRBHIBA
The following is an analysis of the Group's revenue from its REEFZEmMRBEWA ST
major products and services: AN

2010 2009
HK$'000 HK$'000
FET FET

Handbags F& 853,539 727,555
Chemical products L TER 1,285,269 675,873

2,138,808 1,403,428
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(b) Geographical information (b) HEER

68

The Group's operations are located in Hong Kong, the
People's Republic of China ("PRC") and the United States of

America (“USA").

The Group's revenue from external customers and
information about its non-current assets by geographical

AEBEBHMHNES - PEA
RAME (PED) KEH -

REERAINBER Z WA RIR
BENMRE D ZIFRBEEF

location of the assets are detailed below: BT
B
Revenue from

external customers Non-current assets (note)

RENMBEFHRA RBEE ()
2010 2009 2010 2009
HK$'000 HK$'000 HK$'000 HK$'000
THER TET TEx TET
Hong Kong 3 19,461 14,250 1,567 1,779
PRC FE 1,291,811 673,748 1,354,273 1,222,403
USA ZH 457,129 367,139 45 61
Canada nER 31,927 26,557 - -
The Netherlands &l | 76,782 87,332 - =
Italy EAA 65,380 57,283 - =
The United Kingdom HE 47,967 43076 - =
Germany = 14,390 15,726 - -
Other European countries HigBUNER 30,023 45,364 - =
South American countries [EESEIER 28914 27,499 - =
Other Asian countries H e R 74,082 44,650 26,341 22,408
Others Hith 342 804 - -
2,138,808 1,403,428 1,382,226 1,246,651

note: Non-current assets excluded defined benefit assets.

Information about major customers

The directors are not aware of any

customer that individually

contributed over 10% of the consolidated revenue from

external customers for both years.

it PR EEL T RIEFEN S

BREEFFEHR

EFWARAEE EAERIEFR
RRESHFEAR - HEREG
SESMNBEPWALZ10% ©
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The charge comprises: X HBE
Current tax: REFZHIA :
Hong Kong Profits Tax BB

Other jurisdictions Income Tax

Deferred tax (note 26): RIERIE (FiFE26)
Current year REF

Hong Kong

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

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

PRC

Under the Law of the People’s Republic of China on Enterprise
Income Tax (the “EIT Law") and Implementation Regulation of the
EIT Law, the tax rate of the PRC subsidiaries is 25% from 1 January
2008 onwards.

Pursuant to the relevant laws and regulations in the PRC, one of
the Group’s PRC subsidiaries is exempted from PRC income tax
for two years starting from 2008, followed by a 50% reduction for
the next three years. These tax holidays and concessions expire in
2012.

H A LA R S

2010 2009
HK$'000 HK$'000
FEx FHET
9,488 11,015
62,703 59
72,191 11,074
(202) (586)
71,989 10,488

)

BBERIMRBZFE (et ER
AL 16.5% B ETE -

REARERFBHRERFIL 50 :
S0FREEBEELH - AKBZET
BMBBHE

HREl

BEFEGEMSREREEMSR
EERED - PRB AR 2B ER
20084 1 A1 B#£A25% °

IRIEH BAER AR RIEH] - ANREEHEF
— R 2 [ A 7] B 2008 5 42
EHEMFERBRBEMMSH - MBEER=4F
BIZERATES - HBESFEH
BME2012F 1 -
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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 statement of comprehensive income

as follows:

Profit before taxation

Tax at the domestic income tax
rate of 25% (2009: 16.5%) (note)
Tax effect of expenses not deductible
in determining taxable profit
Tax effect of income not taxable
in determining taxable profit
Tax effect of tax losses not recognised
Tax effect of profit not subject to
tax under 50:50 arrangement
Effect of tax exemption granted
to a PRC subsidiary
Effect of different tax rates of
subsidiaries operating in other
jurisdictions
Utilisation of tax losses
previously not recognised

Income tax expense for the year

BRI AT H

JRARHETS R 250

2 FiI8 (2009: 16.5%) (Hi7E

B TE FERR B i RS A B]
MBSz G2
B TE FERR B i F B 28
RBAZ B2
REERTRIEER RS2
1% 50:50 J4 1| L | 242
2R
REIFE A RIE R
Bie 2 e
Hh R AR
MERER 8

B EARER
Z AR

FRMEH

Note: This represents the domestic income tax rate of the jurisdiction
where a substantial portion of the Group’s operation is based.
During the year ended 31 December 2010, a substantial part of
the Group's operation is based in the PRC, of which the domestic
income tax rate is 25%. During the year ended 31 December
20009, a substantial part of the Group's operation is based in Hong
Kong, of which the domestic income tax rate is 16.5%.

Details of deferred taxation at the end of the reporting period and

during the year are set out in note 26.

Hftt R AEE

Hip B AR < BT IR G R AL AR

ZARRRMETH ©

FAMIAR X Bira 2 KSR

BiAD@FE RN T -

2010
HK$'000
FET
529,532
132,383

18,848

(427)
1,178

(12,151)

(62,649)

(5,081)

(112)

71,989

2009
HK$'000
TAET

244311

40,311

1,623

1)
630

(9,100)

(21,756)

91

(1,240)

10,488

Mt - WAKREERESD ZLELMZANE
T AR FTISH R - 7820104 12 A
3 AHHE - SEREFHZLER
RE - FEAHATS TR R 5 25% © 1
20094 12 A 31 RERR] - EERES
DZEEREDRE - B AATEH

&5 16.5% °

IR IAN R E IR RN FA 2 F B

PAPEE 26 ©



Profit for the year has been
arrived at after charging:
Directors’ emoluments (note 11)
Other staff costs
Retirement benefit schemes
contributions (excluding directors)

Total staff costs

Amortisation of prepaid lease payments

Amortisation of intangible asset
Auditors' remuneration

Cost of inventories recognised as expenses

(including reversal of write-down of
inventories of HK$3,114,000
(2009: write-down of inventories
of HK$1,386,000))
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F R A2 HIRR

EREHM )

H B S A

RIKEAIF Bt
(EHBRIN)

B TR 4258

TE A E SRR O

A

ZEENEN S

BERAZ HFERAR
(RIEFERERE
$311.48747T (2009 : 17
ERERES1386EET))

Depreciation of property, plant and equipment ¥13 « /S Kkl 2 T E

Impairment loss recognised in respect
of trade receivables (included in selling

and distribution costs)

Loss on disposal of property,
plant and equipment

Loss on fair value changes on
investment properties

Deficit arising on revaluation of
property, plant and equipment

Net exchange loss

Research and development cost
recognised as expenses

and after crediting:

Interest income

Recovery of doubtful debt

Gain on fair value changes on
investment properties

Gain on fair value changes on
derivative financial instruments

FEMIR R EY R (EES 15
(BREHE D HKAR)

HEWE - BFE M&REER

BREWMEN N ERE) 2 FE

EEYE - BB M&E
EEZER
B3R B 1R
ERER A S H TR

WEFA
A EWA
Yo e 5 B
KREMENATFEZE 2 KE

TESRT AN HER S 2 Was

2010
HK$°000
TR

70,583

224,513

2,743
297,839

1,217
1,019
1,553

1,333,105

104,218

204

542

65
5,104

2,043

1,701

1,374

70

2009
HK$'000
TAT

3,227
176,731

2,114
182,072

1,066
800
1,190

983,753

66,351

369

227

125

15
1,098

629

291

704

71
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72

2010 2009
HK$'000 HK$'000
FERT TET
Dividends recognised as FREHERDIRZRE
distributions during the year:
Final dividend of HK$0.07 per share for HZE2009F 12 A31 HIEFE
the year ended 31 December 2009 RNHARR S8R 7.0 7811 57,750 -
Interim dividend of HK$0.09 per share HZE2010F 12 A31BLEEE
for the year ended 31 December 2010 AR B B AR 9.0 1L 74,250 -
Final dividend of HK$0.015 per share HZE2008F 12 A31 HIEFE
for the year ended 31 December 2008 RERRE B =A% 1.5 781U - 12,375
Interim dividend of HK$0.03 per share HZE2009F 12 A31 HIEFE
for the year ended 31 December 2009 AR SRR 3.0 L - 24,750
132,000 37,125

A final dividend of HK$0.13 (2009: HK$0.07) per share for the
year ended 31 December 2010 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$457,543,000 (2009: HK$233,823,000)
and 825,000,000 (2009: 825,000,000) shares in issue during
the year.

The computation of diluted earnings per share does not assume
the exercise of the Company's options because the exercise
price of those options was higher than the average market price
for shares for 2010. Diluted eamings per share is not presented
because there is no dilutive effect on eamnings per share.

EERCERREHE2010F12 A4
31 BIEFE 2 REAKREEK13.0481
(2009 : 7.0%1L) - MHEERRFRNRESE
A EHbE o

EREERBHNDEF NG
457,543,000 7t (2009 : 233,823,000
PETT)BRUASE A B 81 TR 5 825,000,000
A% (2009 : 825,000,000 %) Mat& -

R 2010 1T B & BB H
B SIS ERN R T ERRT
EARRRZBEHE - BRI EHET
kEA - FAitek#ERant a2
5l
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The emoluments paid or payable to each of the 8 (2009: 7)

directors were as follows:

Year ended 31.12.2010

Breautive directors
Wai Siu Kee

Poon Lai Ming
Lee Man Yan
Kung Phong

Independent non-executive directors
Wong Kai Tung, Tony
Wan Chi Keung, Aaron JP
Heng Kwoo Seng
(resigned on 30.6.2010)
Heng Victor Ja Wei
(appointed on 30.6.2010)

BEWI0E12A3IBLEE

HEE
Eom
REH
X8
B

EUHHiEE
IHR
it
Mg
(BfER2010%6A30A)
Tzt
(R 01056A308)

Salaries

and other

benefits

Fees ek
ne HrfER
HK$'000 HK$'000
Thn TEn
- 1170

- 537

- 1200

- 540

80 =

80 =

40 =

40 =

240 3447

BTSN T 862(2009 : 7R EFZ

emT -

Other emoluments
Hthde
Retirement  Share-based
benefit performance
schemes related

contributions incentive
BHEN URGAEEZ
HEME  EEERES
HK$'000 HK$'000
Tén Thn

10 -

12 66,804

12 -

34 66,304

Other
performance
related
incentive
payments
EftRE

il o
HK$'000
Tén

58

58

Total
&t
HK$'000
T

1,170
605
68016
552

80
80
40

40

70583

73
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

Salaries
and other
benefits
Fees HER
ik HfbEH
HK$'000 HK 000
T Fin
Year ended 31122009 HEN09E12A31 ALER
Evecutive diectors HIEE
Wai Siu Kee % = 1,170
Poon Lai Ming AEH - 696
Lee Man Yan 3¢ - 502
Kung Phong 1] - 540
Independent non-executie dieciors BV TEZ
Wong Kai Tung, Tony THR 80 -
Wan ChiKeung Aaron JP pitcH 80 -
Heng Koo Seng G
(reappointed on 8.4.2009) (BRZERR200954A8A) 60 -
20 2908

note: The share-based performance related incentive was determined
in recognition of the director's outstanding performance in
development and management of the chemical products business
which has contributed a significant growth in the Group's profit and
as an incentive for his continuing commitment and contribution to
the Group in future. Other performance related incentive payments
were determined with regards to individual performance. No
directors waived any emoluments in the year ended 31 December
2010.

Other emoluments
Hftie

Other

Retirement  Share-based  performance

benefit  performance related

schemes related incentive

contributions incentive payments
RIER URGAERY Eft#R Total
HER  EERARE HEke it

HK§000 HK$000 HK$000 HK$000
TR TH AT TAT

5 - - 1175
2 - 58 766
2 = = 514
1 - - 550
- - - 80
- - - )
- - - 60
4] - 58 3007

MisE © AR AR 2 RIBLAES JHigE
EEBRNEBCIEREENLE
R ABAREBEFEAE LA RE
REM R AR BREEL BERaEE
B - HthFIRAH RS HIREARE
METE ° M 2010F 12 A31 HILSF
EI AR PRI o
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For the year ended 31 December 2010 #Z=2010F 12 31 H L FE

Of the five individuals with the highest emoluments in the
Group, two (2009: two) were directors of the Company whose
emoluments are disclosed in note 11 above. The emoluments of
the remaining three (2009: three) individuals were as follows:

Salaries and other benefits e RHEHAER]
Contributions to retirement benefits schemes R R4& 5+ 214t 7%
Discretionary bonus payments KBRS

The emoluments were within the following band:

HK$Nil to HK$ 1,000,000 #H = 1,000,0008 7T

EAREES N EEF M2 ALTH - 2182
(2009 : 2f) ANARES - EHME
B EXCIRETT © MEAR3AI(2009 - 3
i) P A LT 2SI T -

2010 2009
HK$'000 HK$'000
FET TET
2,112 2,040
36 36

280 339
2,428 2,415

e FTIEE :

2010 2009
Number of Number of
employees employees

EE®E EEHAE
3 3

75
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VALUATION/COST

At 1 January 2009

Currency realignment

Addtions

Disposals

Transfer

Adjustment arising
on revaluation

At 31 December 2009
Currency realignment
Addtions

Disposals

Transfer

Adjustment arising

on revaluation
At 31 December 2010

DEPRECIATION

At 1 January 2009
Provided for the year
Eliminated on revaluation

At 31 December 2009
Provided for the year
Eliminated on revaluation

At 31 December 2010

CARRYING VALUE
At 31 December 2010

At 31 December 2009

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

/B
20095118
L

B8

i

#8
RE(EL2BE

H2009% 124318
EHAR

hE

i

ki3
REfEr AR

R20106 128318

i3

R2009F1 418
&R

ER sy
R2009%12A318
TEERE

ER sy
R2010512A318

A
120106128318

R2009% 128318

For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

Land and
buildings
THREF
HK$000
TR

123,658
65

17996

(5622)

136,097

1638

1,951

3,349

145,035

10869
(10:869)

1223

(122%2)

143,035

136,097

Furniture
fixtures and
equipment
G- %8
e

HK$ 000
TR

9975
3
1210
(73)

@17)

8998
1

3,933
(34)
8

(2359)

10,663

2,065
(2,065)

2179

2179)

10,663

8998

Leasehold
improvements
BE

HK$ 000
TR

11,402

9339

Motor
vehicles
i
HK§ 000
Tn

3384
2
580
(%4)

(491)

3381
30
933
(206)

(79)

3,340

907
(907)

851

(851)

3,340

3,381

Plant and
machinery
BER#E

HK$'000
TR

574878
1,187
91,852
@17)
3317

(47446)

963,571
33,119
1947
(480)
59,533

(82267)

975,423

51572
(51572)

87,831

(87831)

975423

963,571

Construction
in progress
HRIR
HK$000
ThL

263822
567
122,694

(361313)

25,770
1284
148,054

(61,568)

113,540

113,540

25770

Total
EEl
HK§ 000
TR

984725
1824
216653
(384)

(55662)

1,147,156
36,123
157,044
(720)

(82.200)

1,257,403

66351
(66351)

104218

(104218)

1,257,403

1,147,156
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For the year ended 31 December 2010 #Z=2010F 12 31 H L FE

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 at the rate of 5% per annum:

Furniture, fixtures and equipment 20%
Motor vehicles 25%
Plant and machinery (handbags segment) 20%

Plant and machinery (chemical products segment)  5%-10%

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

The Group's property, plant and equipment were revalued as
of 31 December 2010 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$22,018,000 (2009: HK$10,689,000)

arising on the above revaluation has been dealt with as follows:

() asurplus of HK$22,083,000 (2009: HK$10,704,000) has
been credited to the asset revaluation reserve; and

(i)  a deficit of HK$65,000 (2009: HK$15,000) has been dealt
with in the profit or loss.

BRETMEEMRREZNETIAER
ERFERSNITEIN - LY - BB

R B T ARIERAGRRIE T X
e

B HBRRE 20%
E 25%
RS R AES (FRAI)  20%
BE R ((ETHEE) 5% — 10%

AREEYEEENIRMERETBEIRA
FET T EAEL I ERREY

REB 2 - BB RFZHE - 712010
F12A3 BEHBIEEYE BEX
WEsHERD - FAPICGER)BRAR @ 1%
B FEREE FUARNATESER -

B bt Sk ZE LAY F & 572 22,018,000
7 78 (2009 : 10,689,000/ 7T ) & & I
ABRAAR -

() 22,083,00087L(2009:
10,704,000 87T ) BEAEBAE
EEAEE &

(i) 65,0008 T2 EAL(2009:
15,000/870) Bt ABRENA °

il
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

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:

Furniture,
fixtures and
landand  equipment
buildings - #8

HRES Rt
HK$'000 HK$000
Tt T
Cost KA 149,943 28781
Accumulated depreciaion  EHTEREH
and amortisation (63,697) (21,898)
Net book value BEFE
At 31 December 2010 R20106 128318 86,246 6,883
At 31 December 2009 R2009F 12831 B 89,790 5530

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

Analysed for reporting purposes as: DITEWAT
Non-current asset EMBNEE
Current asset MENE EE

Leasehold
improvements
BE

HK$'000
ThL

18225

(11665)

6,560

5071

fi bt 2 5 ~ S MR L EETTE
ft - A SIRESLRARERFITEN
THBERFAMBRRET -

Motor
vehicles
RE
HK$000
TR

9,238

(7424)

1814

1,766

Plant and
machinery
BERER

HK$'000
TR

1,145,706

(190411)

955,295

945,791

Construction
in progress
RIE
HK$000
TR

113,540

113540

25770

Total
At
HK$000
TERL

1465433

(295,095)

1,170338

1,073,718

REEZBNEEFRREFEIRAZ
hHIHE T o

2010
HK$'000
FTEx

55,855
1,235

57,090

2009
HK$'000
TAET

55,766
1210

56,976



FAIR VALUE

At 1 January 2009

Currency realignment

Decrease in fair value
recognised in profit or loss

At 31 December 2009
Currency realignment
Increase in fair value

recognised in profit or loss

At 31 December 2010

Annual Report 2010 %

For the year ended 31 December 2010 #Z=2010F 12 31 H L FE

ArfE

2009 1 A1 H

BN R
ARERPRIERRER

MR 20094 12 A31 H
E A
DA EEINA B RIER

201012 A31H

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

December 2010 has been arrived at on the basis of a valuation

carried out on that date by Jones Lang LaSalle Sallmanns Limited,

an independent firm of professional property valuer, on the basis

of open market value in existing use. A surplus of HK$1,374,000
(2009: deficit of HK$125,000) has been dealt with in the profit or

loss.

The carrying value of investment properties shown above

comprises:

HK$'000
TAT

21,785
748

(125)

22,408
2,559

1,374

26,341

REBANRE IREMEREZR DR
ER2010F 12 A3 HABILEEY
¥GERM HMEBTAPMARARIR
HREA®R 2 AATISEBEEESS -
1,374,000 7 7T &££ (2009 © 125,000
TUER) BEET ARG R o

A 257 REMERAERRE

79

2010 2009

HK$'000 HK$'000

FET FHET

— freehold land in Thailand LA TR K A S 1t 12,598 9,422
— buildings on freehold land in Thailand LA TRBI KA ERE L3 2 18F 13,743 12,986

26,341 22,408
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THE GROUP

COoST

At 1 January 2009
Addition

Currency realignment

At 31 December 2009
Addition
Currency realignment

At 31 December 2010

AMORTISATION

At 1 January 2009
Provided for the year
Currency realignment

At 31 December 2009
Provided for the year
Currency realignment

At 31 December 2010

CARRYING VALUE
At 31 December 2010

At 31 December 2009

For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

REM

AR

R2009% 1A 1R
RNE

T R

R20095 12431 R
RNE

T R
R2010512A31R

By

R2009F 1A 1H
VNG R

JEH R
2009412 A31H
NG

JEH R
M2010% 12 A31H

REE
MR2010%F 12 A31 H

MR 20094 12 A31 H

The technical knowhow was acquired from third parties. It is

amortised on a straight-line basis over its estimated useful life of

ten years.

Technical
knowhow
s3I
HK$'000
FET

5,670
3,977
12

9,659
568
360

10,587

378
800
1

1,179
1,019
66

2,264

8,323

8,480

BRABMAZBIEEFE =7 - HERTF
ZIEHERERA - IWEARRHEH
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

2010 2009
HK$'000 HK$'000
FHx FAET

Cost of unlisted investment in E—RIELTEENT
a jointly controlled entity REKAR 4,545 -
Share of reserve Frif i 161 =
4,706 —

As at 31 December 2010, the Group had interest in the following M2010F 12 A31H + KEBERELT
jointly controlled entity, which is registered and operates in the BEAR - HEP IT%&%&EE'JEF S
PRC as sino-foreign enterprise: BEME
Proportion
of registered
capital
attributable
Name of entity Class of capital held to the Group Principal activity
NEEH BRA 4R B AEBFANEMERLLH) FTEXK
2010 2009
BARBEEARAA Paid-in capital 50% - Provision of port facilities
EHRR REE ORI
The summarised financial information in respect of the Group's BEANEFIREESENR)ZEEER
interest in the jointly controlled entity which is accounted for using g e AR - BT
the equity method is set out below:
2010 2009
HK$'000 HK$'000
FTHET THET
Current assets MENVEE 3,783 -
Non-current assets JEMENEE 1,089 -
Current liabilities Pk N=NE (166) -

Other comprehensive income for the year ~ FARE b2 EUZE 161 -
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

Raw materials and consumables R R R FE A &
Work in progress 8
Finished goods I

During the year ended 31 December 2010, there was an increase
in the net realiable value of raw materials due to market shortage
of the relevant raw materials. As a result, a reversal of write-
down of inventories of approximately HK$3,114,000 has been
recognised and included in cost of sales.

Trade receivables FEUE Sk
Less: allowance for doubtful debts RS
Bills receivables FEUEEIR SR

Bills receivables discounted with recourse MB it 2 ERRIRERE

Prepayment and deposits FENFEET®
Other receivables H A FEUGIR
Total trade and other receivables U R 5 & E At 5K IE

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

2010 2009
HK$'000 HK$'000
FET FHET
95,395 58,153
45,822 38410
26,855 11,812
168,072 108,375

R2010F 12 A31 BHIM ™5
HAEBEM B RS - LSRR
ATEIRFEE N - Bt - FERELD
3,114,000 78 7T B SR S B HEAE 4 B BX
$ °

2010 2009
HK$'000 HK$'000
FExT FAT
100,322 84,129
(350) (360)
99,972 83,769
108,732 25,900
32,387 44274
241,091 153,943
60,268 22,667
2,964 1777
304,323 178,387

REE—RGETEHEFE 2R
ABOEIOK °
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For the year ended 31 December 2010 #Z=2010F 12 31 H L FE

Included in the balance are trade and bills receivables of
HK$241,091,000 (2009: HK$153,943,000). The aged analysis
of trade and bills receivables based on the invoice date at the end

of the reporting period is as follows:

Less than 30 days
31-60 days
61-90 days

Over 90 days

DPR3I0K
31E60K
61£90K
90 KRIA L

The following amounts of trade receivables, bills receivables and

other receivables are denominated in currencies other than the

functional currency of the relevant group entities.

Euro
Renminbi (“RMB")
HK dollars

BRZE
AR
TT

JERE S REMFEBIERKE 5K
18 N Z 5 #9241,091,000% 7T (2009 :
153,943,000/87T) © JEWE SFFIANE

BRREIRZ BRI

2010 2009

HK$'000 HK$'000

FHET FET

208,015 101,216

25,635 38,313

4317 12,970

3,124 1,444

241,091 153,943

AT RWE S - FEUEER K EAh IR

2V sl SENLE L 0b))
G

AN E

2010 2009
HK$'000 HK$'000
TR TET
12,791 15,029
472 317
2,285 2,770
15,548 18,116

83
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

Before accepting any new customer, the Group assesses the
potential customer's credit quality by investigating its historical
credit record. During the year, the Group provided allowance
for doubtful debts of approximately HK$204,000 (2009:
HK$369,000) for individual debts which are doubtful to be
recovered under the management's credit review with reference
to the credit terms of individual customers. It is the practice of the
Group to make specific provision for individual debts which were
regarded as doubtful in its collectability. No general provision will
be made.

Included in the Group's trade receivable balance are debtors with
an aggregate carrying amount of approximately HK$8,110,000
(2009: HK$10,378,000) 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 directors believe that the amounts are
still recoverable as there are continuing subsequent settlement.
The Group does not hold any collateral over these balances.

Ageing of trade receivables which are past due but not

impaired

0-30 days DR30K
31-60 days 31 260K
61-90 days 61 90K
Over 90 days 90 RN E
Total a5t

RERERFEPA - AREEBH
EHBEZ EELENEER 2 EE
EEEE - AEEREEEE2Z @
EPHEERMELEERNT - B3t
ERIE P Z EUCRIAE L RERBEL
204,000/ 7T (2009: 369,000/ 7T) ° &
FENGRIBHAR BTN AIE - REEE) K
EEGELRFRIRIREE - I T gE—
RERERE -

R & B R {E 498,110,000/ 7T
(2009: 10,378,000 7T) FIFEINE 58k
FEBRE - AREEEEHNEERNNK
SMALERAZRIBDAIRE -
BILREEIBIERE - AREWERS
ZRIE 2 B o

C 18 5 T AR E A P Uk B 52 K78 Ak 40
T:

2010 2009
HK$'000 HK$'000
FET TET
133 1,311
1,226 6,972
4,282 651
2,469 1,444

8,110 10,378
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For the year ended 31 December 2010 #Z=2010F 12 31 H L FE

Movement in the allowance for doubtful debts

Balance at beginning of the year FHEEER
Impairment losses recognised on receivables U AR AR (E
Amount written off as uncollectible el &5
Amount recovered during the year FREKRBZ &5
Exchange realignment E TR

Balance at end of the year FIRREEH

At 31 December 2010, the carrying amount of the bills
receivables pledged for the bills discounted with recourse, as
disclosed in note 24, was approximately HK$32,387,000 (2009:
HK$44,274,000).

Bills receivables discounted with recourse represent bills
receivables already discounted to banks with recourse with a
maturity period of 45 to 90 days. The Group retains all the risks
and rewards of such bills and accordingly, the Group recognised
the full amount of the discount proceeds as liabilities as set out in
note 24.

BEBEZEBHNT
2010 2009
HK$'000 HK$'000
FET FAT
360 1,355
204 369
(212) (1,364)
(6) -
4 _
350 360

2010912 A31H - #932,387,000
77T (2009 © 44274,0007870) 2 FEU
IR AEN A B IRANIR 2 1
R BERHIE24 ©

MHEpHe 2 DRI RBIEAE TIR1THIE
B ERBRRE - YN45HE90H
NEIE - AREAX MEZEZREREL
—YIRE RER - Bt - AEEHCR
REBMBFEZ2BcBERRA
& CEHIRE24 -

85
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

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

Notional amount

Bt

As at 31 December 2010 H2010F12 831 H
Sell EUR965,606 & 965,606 Bl 4

As at 31 December 2009 2009F12 831 H
Sell EUR927,288 HE 927,288 BN
Sell EUR1,500,000 € 1,500,000 EX 28

The derivatives are measured at fair value as at the end of the
reporting period. They are used to hedge against the exchange rate
fluctuation of Euro against USD.

SEERAEEBEINERBANT A
SofE - EESIBT

Maturity Exchange rate
= Rz

09.03.2011 1 EURO: 1.26600 USD

27.01.2010 1 EURO: 1.50445 USD
15.03.2010 1 EURO: 1.46195 USD

ITERHNREHIRESRAAENE -
ZEHZAREBREL XS ZINEE
Ho
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For the year ended 31 December 2010 #Z=2010F 12 31 H L FE

The restricted bank balances at 31 December 2009 represented
deposits placed with China Construction Bank in respect of the
Group's bills payables. The restricted bank balances carried fixed
interest rate of 1.98% per annum. The restricted bank balances
were released upon the settlement of relevant bills payables
during the year ended 31 December 2010.

Bank balances and cash comprise cash held by the Group and
short term bank deposits with an original maturity of three months
or less. The deposits carry prevailing market interest rate which
ranges from 0.2% to 1.91% (2009: 0.1% to 1%) per annum.

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

Euro B
RMB ARHE
HK dollars BT
US dollars ETT

20094 12 A 31 H 2 BRHITFRITF
A BIZ AR T R 1R LR H IS -
ZRRHIERI TR E A 1.98% M EEF B
o FA2010F 12 A31 B HAM - 1BRA&
HIERERER - ZXRHIIRITFERE

RITEBRERSEEAEERE 2R
REARIEASDRIEARE 2R
HRRITIEK » R B IFIETis FEE R
K 02%ZE 1.91% (2009 : 0.1% = 1%)
FTE

AN RTT MR AT AR R SR B (ElR8
IR EE AN EH AR ©

2010 2009
HK$'000 HK$'000
FET AT
1,230 1439
2,259 2,577
56,036 28,520
1,458 2,024

60,983 34,560

87
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For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

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 and bills payables of
HK$150,838,000 (2009: HK$138,074,000). The aged analysis
of trade and bills payables at the end of the reporting period is as

follows:

Less than 30 days LR30K
31-60 days 31 260K
61-90 days 61 290K
Over 90 days 90K

oA R e B

Other payables and accruals

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

RMB AR
HK dollars BT
US dollars i

[ENESRHEMZEEEREESHEE
NISBRIRAZ R ERE - EHHEE
ZFHERREREIA 30 £ 90K ©

ENESREMAEREREN
Z 5 7 I8 # 150,838,000 7% 7T (2009 :
138,074,000/47T)  FEITE SR IEN
EHRZBRERDITAOT

2010 2009
HK$'000 HK$'000
FET T
80,433 88,508
33,009 22,905
29,291 21,843
8,105 4818
150,838 138,074
162,692 155,917
313,530 293,991

PAT B & 2 AR R L o 5ROR 5 AR S
SEERNIREEE AN BRI -

2010 2009
HK$'000 HK$'000
FHET FHET
52,918 51,575
29,731 28,078
6,825 119

89,474 79,772
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For the year ended 31 December 2010 #Z=2010F 12 31 H L FE

Capital Nation Investments Limited
("Capital Nation™)

Lee & Man Paper Manufacturing Limited 32 3CE#K AR A A
("Lee & Man Paper")

Capital Nation is beneficially owned by Ms. Lee Man Lai who is a
daughter of Mr. Lee Wan Keung, the controlling shareholder of the
Company's ultimate holding company, Fortune Star. Lee & Man
Paper is beneficially owned by Mr. Lee Wan Keung.

The amounts are unsecured, non-interest bearing, repayable on
demand and aged within 90 days.

2010
HK$°000
TR

926

6,029

6,955

2009
HK$'000
TAT

1,040

7,871

8911

Capital Nation AN RIS AR AR A F)
Fortune Star 2 AR AR 23858 St 4 2 &
RENBEREA - ECERERAT]

MFERTEESES

BREZAREERR - TFHE

EENMREROX -

- BEER
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Bank loans RITIER
Bank import loans RITAABERK
Advances drawn on bills
discounted with recourse B MRE 2 B RRIA IR EAGK
Carrying amount repayable: FEEIREE -
Within one year JEZE SRS 1 F A
More than one year, but not BE1VFENBRE2F
exceeding two years
More than two years but not RBH2FETRBESF

more than five years

Carrying amount of bank loans that are  HERREHBMEE AR —FA
not repayable within one year ER1EEB AR ESRER
from the end of the reporting X Z RITIEERMEE
period but contain a repayment (ERBEETIIR)

on demand clause (shown under
current liabilities)

Less: Amounts due within one year B 1 FANREBAE
shown under current liabilities
Amounts shown under EIERBAETIIR
non-current liabilities
Analysed as: paXiv=1
Secured HHEH
Unsecured A

Advances drawn on bills receivables discounted with recourse
represent the Group’s bank borrowings secured by bills
discounted to banks with recourse as disclosed in note 19.

As at 31 December 2010, the Group had available banking
facilities of approximately HK$1,188,579,000 (2009:
HK$837,889,000) of which HK$521,385,000 (2009:
HK$372,448,000) was utilised.

2010 2009
HK$°000 HK$'000
FET AT
427,487 267,728
61,511 60,446
32,387 44274
521,385 372,448
268,117 218,598
41,808 41,808
- 41,808
309,925 302,214
211,460 70,234
521,385 372,448
(479,577) (288,832)
41,808 83,616
32,387 44274
488,998 328,174
521,385 372,448
MB s ERERRTEREE

RTRTISEPEZEMARE R
RITEEZHER (RMFE19) -

MR2010F 12 A31H AEEAAZ
$R1T M B (= B %5 491,188,579,0007%
70(2009 : 837,889,000/ 7t ) © H A
521,385,000 (2009 : 372,448,000 7%
7o) BEWENA -
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The exposure of the Group's fixed-rate borrowings and variable-

rate borrowings is as follows:

Fixed-rate borrowings
(all within one year)
Variable-rate borrowings

EEMER
(E—%R)

TZEMER

The ranges of effective interest rates per annum on the Group's

borrowings are as follows:

Effective interest rate:

Fixed-rate borrowings

Variable-rate borrowings

pi

D))
w2
oF $¢

A
iy

The following amounts of bank borrowings are denominated in

currencies other than the functional currency of the relevant group

entities.

US dollars
Euro
HK dollars

ey
BRZE
BT

REBZTEEBBRRZEMERA A
T
2010 2009
HK$'000 HK$'000
FET FHET
- 12,500
521,385 359,948
521,385 372,448
REEBERERFEEGHRELAT -
2010 2009
N/A 5.04%
TEH
0.8% to 2% over 0.6% to 3% over
HIBOR or LIBOR HIBOR or LIBOR
EBREFRENR BEARZEFEK
RBEERFE (CEGEESIVEN
REERREABR E R RE E T IESD
ZIRITERESNNT ¢
2010 2009
HK$'000 HK$'000
FET FAT
144,066 124,800
1,232 5,457
107,923 108,971
253,221 239,228
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These represent amounts payable for construction projects and
acquisition and installation of equipment for the Group's chemical
operation. The balance was repayable after one year from 31
December 2009 in accordance with the respective agreements.
The balance repayable within one year from the end of the
reporting period was included in other payables under current
liabilities.

At 31 December 2010, the entire balance was repayable within
one year.

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

At 1 January 2009 72009461 418

Credit to profit or loss AR

Charge to other comprehensive STAEMEEE
income

At 31 December 2009 2009512 A31H

Credit to profit or loss FTAER

Charge to other comprehensive T AR 2 E A
income

At 31 December 2010 MR2010F 12 A31H

HitREEN B AESEIER KBER
LA BE DR FERFIE o S
E20094 12 A31 Hist—F1&i%E
BARREER - R—FAFEENZIED
BIEEREBE B ERKIES o

MR2010F 12 A31 8 » 8258 —FAE
%o

AFEEMBEREHEEHRZ I ER
ERIAREREEREESALAT -

Revaluation
of property,
plant and
equipment
nE - BE
RBREER
HK$'000
TET

6,168

(586)
426
6,008

(202)
3,111

8917
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At the end of the reporting period, the Group had unutilised tax
losses of HK$42,238,000 (2009: HK$37,976,000) available
to offset against future profits. No deferred tax asset has
been recognised in respect of these unused tax losses due
to the unpredictability of future profit streams. Tax losses of
HK$31,832,000 may be carried forward indefinitely while the
remaining tax losses of HK$10,406,000 from PRC subsidiaries
may be carried forward for five years.

Under the EIT Law of the PRC, withholding tax is imposed on
dividends declared in respect of profits earned by PRC subsidiaries
from 1 January 2008 onwards. Deferred taxation liability has
not been provided for in the consolidated financial statements
in respect of temporary differences attributable to accumulated
profits of a PRC subsidiary amounting to HK$507,154,000 (2009:
HK$127,346,000) as the Group is able to control the timing of
the reversal of the temporary differences and it is probable that the
temporary differences will not reverse in the foreseeable future.

Ordinary shares of HK$0.10 each: BREE BT ERR -

Authorised: VERE ¢

At 1 January 2009, 31 December 2009 %20094€1 818 + 20094 12 A31 8

and 31 December 2010 K 2010%F12A31H

Issued and fully paid: TR

At 1 January 2009, 31 December 2009 #2009 1 A 1H + 20094 12 A31 H

and 31 December 2010 K& 201012831 H

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

REEIR - AEE R AREHERA
ERIARRRAB AN 2 RIBEER
42,238,000 7t (2009 : 37,976,000
IT) o BRI &R 2 AR
Al B BEFIEE B R AR
BE - MIEEBERALE - H1E
[E51831,832,00078 7T A #E R B 45 85 -
mer TR E R BN E AR 2 FHIEEE
10,406,000 & TRl A] 4585 F 4F ©

RIEFREAREFBECEMBEIE
#2008F 1 A1 FEIRAMEB A
RAIEIRZ R BB RMTEIRFTSE - i
FAZN 62 [ e 442 1% O BT PR 1Y 22 RE A P
- ER I ZE R A RS SRR Al g T
R - AR S ISR L e
H B3R A B B A R FTEE AR R AR M) 2k
507,154,000 7T (2009 : 127,346,000
PETT) BB BE I R R R TR -

Number of
ordinary shares Amount
EEROHBE 8
HK$'000
TAET
5,000,000,000 500,000
825,000,000 82,500

AR Z AR TR LS -
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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 remained in force for a period of 10 years
from adoption of such scheme and expired on 13 December
2010.

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

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

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

ARNRIRIE—IBER2001F12A14H
BB RER - DB ([5T
gl UREIZEEREBEAT o 5HEIK
FME10FRNBR - 2010612 H
13 BfEm °

RIS ARmEER((EFE DA
REROAEE  NEBEHEERAE
WL ARHZRBZHIBAR([BEA
A ZERES - EBEHER : (i)
X ABRARENEBBARZE
MES  BEEIEMZEA2RIER
ok (i) AN E B HB B AR 2 (EE
2 REXXREBRBEH AR H
(iv) B EZ SR TESRE 2 (HAZF
HERRERE TEREAZEART
Betn ([Bxdn 1) °

BT 2 AR AR R A AT 21
RN - BRARERT BIFTIR E 2 BB
BFTE R RNEE - AR RRER
TEHBBARREEITIRZA 2 10% °
BRIEARBE L T AR VS AN BIAR SR AL
- BRI 1218 B HRER TR
ERIA T B =R DEE - T
FHRARZI2EARMz&E—BE
BITARD .2 1% o

BREINRESSET < ABHRE (X
HEHHETEEBRELE10F
A W EEERER FITERLERE
ZEREHR (INA)) AT - BEAER]
EHBERIENRZBER T RE - 3
FHE TN =1EH 2 HaE ERTTEER
() Bt ZEME ¢ (i) B iR s sk
2 BB S ARERMAYIZ ST
B ¢ R ERER H A #AT5 52
7 BERR Pz & BRERMATIZFH
FUTHE
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No options were granted by the Company under the Scheme

during the year ended 31 December 2009.

The following table discloses movements of the Company's share

options during the year ended 31 December 2010:

Director

£

Lee Man Yan

FXB

Total

Exercisable at 31 December 2010

Exercise

price

HK$

Date of grant  f7£(E
REAH B
2342010 6.69
2342010 6.69
2342010 6.69

2

Exercisable period
Oy
23.42011-22.42015

234.2012-22.42015
2342013-22.42015

R2010F 12 A31 BAIf7E

Outstanding
at

1.1.2010
R2010F14
1B RTHR

MR2009F 12 A31 BEIM - AA BN
RIEETEIR I AR A -

20104 12 A 31 BERARQ BIEMSAE

Lapsed/ Outstanding

SEIMT 25
Number of share options
BREXR
cancelled
Granted  Exercised during
during during  the year
theyear  theyear ERZH
FRRE  ERTR /BH
27,500,000 = =
27,500,000 = =
27,500,000 = =
82,500,000 = =

at
31.12.2010
R20105
128318
i RATHE
27,500,000
27,500,000
27,500,000

82,500,000
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The options granted on 23 April 2010 may be exercised in

accordance with the following terms of the share option scheme

as to:

@

(i)

(ii)

(v)

up to one-third of the options (i.e. options for an aggregate
of 27,500,000 shares) will be exercisable from 23 April
2011 to 22 April 2015 (both dates inclusive) if the net profit
after taxation (“Net Profit”) for the financial year ended 31
December 2010 equals or exceeds 115% of the Net Profit
for the financial year ended 31 December 2009;

up to two-thirds of the options (i.e. options for an aggregate
of 55,000,000 shares) will be exercisable from 23 April
2012 to 22 April 2015 (both dates inclusive) if the Net
Profit for the financial year ending 31 December 2011
equals or exceeds 130% of the Net Profit for the financial
year ended 31 December 2009;

all of the options (i.e. options for an aggregate of
82,500,000 shares) will be exercisable from 23 April 2013
to 22 April 2015 (both dates inclusive) if the Net Profit for
the financial year ending 31 December 2012 equals or
exceeds 145% of the Net Profit for the financial year ended
31 December 2009;

to the extent any options have not become exercisable by
23 April 2014 (i.e. options for an aggregate of 82,500,000
shares), they will be exercisable from 23 April 2014 to 22
April 2015 (both dates inclusive) if the Net Profit for the
financial year ending 31 December 2013 equals or exceeds
160% of the Net Profit for the financial year ended 31
December 2009.

At 31 December 2010, the number of shares in respect of which

options had been granted and remained outstanding under the

Scheme represented 10% (2009: nil) of the issued share capital
at that date.

R 2010F 4 A 23 B B ARHE R B 15 A
TR B 2 R T -

(i)

(i)

(v)

WEZE20104F 12 A 31 B IEHER
FE2FN BRSNS BREE
2009F 12 A3 BT BFE 2
FFE115% - AlEZ =92 —
HORERR 1 (B 2 5T2#£27,500,0000%
BERR#E) 15 A 201144 A 23 8
Z2015F4 AN H(BEEEN
R)NFTHE o

MEZE 2011412 A31 BHIEHEK
FE2FNBERER K BREE
2009 12 A3 BT BFEE 2
FFE130% - Al =92 =
BB AR (B 2 5155,000,000% 88
BEAE) 5 R A 20124F 4 B 23 BHE
201544 A22 H(BEEEMA)
WTTHE

MEZE 2012412 A 31 BHIEHEK
FE2FNBERER S BREE
2009%F 12 A3 BT BFEE 2
SEFIE 14500 - Bl EPEERR4E (BD
R513£82,500,000% 8 BHE ) 15 7
R20135F4 A23H £2015%4
A2 A (BIEEREMK) AITE ;
X

fin B o] B MR RECBD R 5t £
82,500,000 ix & HE ) HEZE 2014
4 B 23 BIRELIERTTERE -

EZE20134F 12 A 31 HIEBEK
FE2FNBERER S BREE
20094F 12 A31 BILBBFE 2
SHAE 16000 Bl 2> 2 8% AR AE S
AT 20144 4 A23 BE20154F
AA2R(BREEEMKR)NITE °

M2010F12 8318 - BEACEHER
R ME B METEI T E AT TERE
1009(2009 : 48 )7E |tk A BB 881 THRA -
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2010 12 31 B EEREZ A
RIEE AL 163,430,000787C  FRA=
BARAEEE ([HEA]) - B RNAKRIE
BRI A RABEZIINT

The total fair value of the share options granted under the Scheme
during the year ended 31 December 2010 is approximately
HK$163,430,000, calculated using the Binomial Model (the
"Model"). The inputs into the Model and the estimated fair value
of the share options are as follows:

Share options Share options Share options

with an exercisable  with an exercisable  with an exercisable

period from period from period from

BREZOERL  BREOEER  BREZTEDR

23.4.2011 to 23.4.2012 to 2342013 to

22.4.2015 22.4.2015 22.42015

Share price at date of grant REHRHIRE HK$6.69 HK$6.69 HK$6.69

Brercise price i HK$6.69 HK$6.69 HK$6.69

Expected volatilty LG 53.620%perannum 53620 perannum  53.62% per annum

Expected life of share options BiRERRES 5 years 5 years 5 years

Expected dividend yield RHREE 4.75% 4.75% 4.750%

Risk-free rate BERERE 2.03% 203% 203%

Fair value of share option BREC AR ERE HK$1.78 HK$2.02 HK$2.15

Fair values of ordinary share were estimated by the directors with TEiR e A BERESMEETEATEL
reference to the valuation carried out by an independent firm of FE=H{HEMNHEERE -

professional valuers.

Expected volatility was determined by using the historical volatility
of the Company's share price over the previous five years. The
expected life used in the model has been adjusted, based on
management’s best estimate, for the effects of non transferability,
exercise restrictions and behavioural considerations.

The risk free interest rate was estimated based on the yield of
5-year exchange fund note issued by the Hong Kong Monetary
Authority as of the grant date.

BERRBRARBBERFARRE
FERIEEE - EAMRARBEHNE
FLNAIEE - (TERBIRITREEZE
EREREREMGAE -

ERBMNEREESHEER 2 DFH
SNERSESFERIRH BB -
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The variables and assumptions used in computing the fair value
of the share options are based on the directors' best estimate.
The value of an option varies with different variables of certain
subjective assumptions.

Share option expense of approximately HK$66,804,000 was
recognised in the general and administrative expenses of the
consolidated statement of comprehensive income for the year
ended 31 December 2010, calculated with reference to the
vesting period.

Minimum lease payments paid under ~ FRAMHAE
operating leases in respect of office eSS iEkD)
premises during the year ZEIEHENFK

At the end of the reporting period, the Group had commitments

for future minimum lease payments under non-cancellable

operating leases which fall due as follows:

Within one year —FNRN

In the second to fifth year inclusive REZZERFNA

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.

BUR BRI R AR B
TRES BT - RRMEEATE
Bz TREBTHEE -

BERASHE S 1 4966,804,0008 TN EE
2010F 12 A3 HIEFE ZiaE K
WP RTTEE ARER - WAREB R
DEGE o

2010 2009
HK$'000 HK$'000
FHET FHT
2,658 1,907

PR - AR A SR
2 R AR ERE RGBT ¢

2010 2009
HK$'000 HK$'000
FTEx TAET
30 33

30 33

REMENFAREEARERERAE
MEENZ S - HE 2 THHEBARM
F - HEMRBEHEEWHREAZIEE R

EIE °
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At the end of the reporting period, the Group had commitments

for future consultancy fee payments under non-cancellable

contracts which fall due as follows:

Within one year
In the second to fifth year inclusive

Capital expenditure contracted for but
not provided in the consolidated
financial statements in respect of:
— the acquisition of property,

plant and equipment
— the acquisition of land use rights

—FR
RE_EZERFA

BT ERRERE M HRE
B BRI

BEVE  BE
e
AL R

REIRERR - AREH A HEHAEE
MEZHEL  HBHMAMT

2010
HK$'000
FTHET
180
630

810

2010
HK$°000
FTHET

17,471
23,075

2009
HK$'000
TAT

598
199

797

2009
HK$'000
TAT

20,853
22,288

i
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Defined benefit scheme

The Group is a member of a defined benefit scheme which was
open to qualified employees of companies under the control of
Fortune Star. 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.

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 2010 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 BLIH &
5T &I & E TR R R
Expected rate of salary increases BN TE AR 0

Expected return on plan assets

The actuarial valuation shows that the market value of plan
assets at 31 December 2010 was HK$9,705,000 (2009:
HK$9,936,000) and that the actuarial value of these assets
represented 140% (2009: 130%) of the benefits that were
accrued to members.

REFZFE

REER—IBATENGEABIZKE » %
TEIEAEERRZAEREE MR
2000 12 A » REfl@mstalgERs
FTERKBEELMARESE /H\
REMNZETEI T BT RS 2 RHE =

B’\\\2000¢ 11 A 30 B##AS - gﬁw\ﬂiﬂﬁﬁ
STEI7RER 2000 4F 12 AT BESHE
BINA o

BIEREMNZETE - EERFESS5K
RIRZBRER + AT YER 2 R RTEFI To 48
ZRHEMN2000F 11 A30B Z2FM 2
0% % 100% ™5+ WERLAEZE 2000 F
11 A30 B I FERTERINS 2 RIS F
& o NEEWATRHEMRIKERF) o

FTEIE E AR AR E 2 S 8
TRERTE Ty BEE AS R (B BR
ARA2010F 12 A31 BIEHFHE - R
EMEAGEIRE - 18R 2 IR RIS
KBRS AN THER TR B AL R &0E

& o
Az EEBERZAT ¢
2010 2009
Per annum Per annum
R LS
0% 0%
3% 3%
0% 0%

RE AT EIEENR 20106 12 A
31 B 2 ™1 A9,705,000/% 7t (2009 :
9,936,000/87T) * MizSEEZIEEE
BETHE R8I B FES a2 140%
(2009 : 130%) °



Annual Report 2010 4

For the year ended 31 December 2010 #Z=2010F 12 31 H L FE

Defined benefit scheme (continued)

The credit recognised in the profit or loss in respect of the defined

benefit scheme is as follows:

Interest cost

Expected return on plan assets
Contributions

Net actuarial losses

Total, included in other income

BB
FHEAETRMCI®
R

TEEREE

BFf - CEEREMKA

The amount included in the consolidated statement of financial

position arising from the Group's obligation in respect of its

defined benefit retirement benefit plan is as follows:

Present value of funded defined
benefit obligations
Fair value of plan assets

Net actuarial losses not recognised

Defined benefit asset

SR M A g
REZHE
HEIEEZ A FEE

REERZ FEHER
FEMSARELEZFEE

FREF S ()

EiRA 2H R AR RE M EID

R IT

2010
HK$'000
TREx

(288)

(288)

2009
HK$'000
TAT

(398)

(398)

EIAGEMBARRRPARERTE
GlESS 17FTmilJu+¥UZ7¥<f‘ﬁﬁF$Z§ﬁ(§E

o -

2010
HK$°000
FTEx

6,908
(9,705)

(2.797)
(1,741)

(4,538)

2009
HK$'000
TAT

7,622
(9,936)

(2,314)
(1,936)

(4,250)
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Defined benefit scheme (continued)

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

Opening balance HAYAEER
Interest cost B
Benefit paid B
Actuarial losses BEER
Closing balance HIR A 84

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

Opening balance HAYAEER
Expected return on plan assets SHEEETEBIR
Benefit paid B
Actuarial gains FEE W
Closing balance HR A ER

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

Debt instruments BEH
Cash Be

REF S (F)

FRFENAREREESIT

2010
HK$'000
TEx
7,622

(714)

6,908

TR BIAEY AR ES

2010
HK$000
FET
9,936
288

(714)
195

9,705

2009
HK$'000
TAT

8,571

(949)

7,622

T

2009
HK$'000
TAT

10,403
398

(949)
84

9,936

FHEIBEZ FEN A NIEHEHRER

ETHRDIEAT ¢

Fair value of plan assets

STEIEEZAAE
2010 2009
HK$'000 HK$'000
FHET FHT
9,385 9,876
320 60
9,705 9,936
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Defined benefit scheme (continued)

The overall expected rate of return is a weighted average of the
expected retumns of the various categories of plan assets held. The
directors' assessment of the expected retum is based on historical
return trends and analysis predictions of the market for the asset
in the next twelve months.

The expected return on plan assets for the year was HK$288,000
(2009: HK$398,000).

The plan assets do 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 FTEM =
benefit obligations HFHERE

Fair value of plan assets SAEEEZARE

Surplus B
Actuarial losses on plan liabilities TEIBRRBEEE
Actuarial gain on plan assets SHEIEERE 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 ()

R 2 RHIm K TR 2 TR
EIEETEIO o IIAEF 1 - EFHITA
HAE] ¥ 2 ATAE TR A B FR A8 K2
SEEENRR+ A ZEA DM o

AEFEFEIE E 2 BRI 4 288,000

7571, (2009 = 398,000757T) ©

AEIEEZ ATEELEREARRZ
AR AR ETH 2%

BEFRBRERLT
2010 2009 2008
HK$'000 HK$'000 HK$'000
FExT FAT FAT
6,908 7,622 8,571
(9,705) (9,936) (10,403)
(2,797) (2314) (1,832)
- - 1,383
(195) (84) (98)
REMKETE

AEESAAEAERNERRI AR
BEtE - AR EEREAKE 2 E
ENFRA - WASFEAES - AEE
[F& &S T2 1,000 8 TTH A BE
REBARAR 2 5% (ARIEE RLE) - M
BB 2 HREL AR - RS E 2z A ER
BRrRzREASTEBFEECEE
BIEAETEIZKE - ZFTENEA
FRIRF MRS 2 & T A D L REKE
MEHBIER - AR A RRRENE
gz BERIFHIEE ZHR -



The Group had significant transactions and balances with related
parties (see note 23) during the year and at the end of the
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REEEEEALTNFRMEITZER
R 5 MR EIR 2 &R (HEE23) a0

reporting period as follows: T
Name of related party Relationship Nature of transactions 2010 2009
HK$'000 HK$'000
BELEH & RHHE TR TR
Connected parties
BEAL
Capital Nation A company Corrugated cardboard and 4,089 4,093
beneficially owned carton boxes purchased
by Ms. Lee Man Lai, BERBOR LA
a daughter of
Mr. Lee Wan Keung
mEERELEL
TREXEES
PN
Lee & Man Realty A company Licence fee paid 1,555 828
Investment Limited beneficially owned ENEREE
104 BYEXERRAT by Mr. Lee Man Yan
and Mr. Lee Wan Keung
HARAEEFXBEE
REERELERHR
PN
Lee & Man Paper A company Electricity and steam fee paid 59,666 53,093
Manufacturing Limited beneficially owned ENEERERE
B ERERAR by Mr. Lee Wan Keung Fuel expense paid 215 197
BFEREARS RANFAYES
2PN Rental expense paid 912 762
EfffE
Sales of chemical products 10,738 7,583

HEIEM
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The remuneration of directors and other members of key EERHMTIBERERENERN
management during the year was as follows: ST :

2010 2009

HK$'000 HK$'000

FET FET

Short-term employee benefits RHEA 9,518 8,770

Post-employment benefits RURAER 130 137

Share-based payment performance LARR 1D I B 2.

related incentive FIREREER S 66,804 -

76,452 8,907

During the year, purchases of property, plant and equipment and FAN - BEVE BERREBRELE

intangible assets of HK$91,221,000 and HK$568,000 (2009: EDHIA91,221,000% 7T & 568,000

HK$144,183,000 and HK$3,056,000), respectively, were settled 7 7 (20094 : 144,183,0007%8 7T &

through transfer of deposits paid. 3,056,000/87T) = A FEHNENET®

@A o
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The summarised financial information of the Company is as RNRRZ B ER T
follows:
2010 2009
HK$'000 HK$'000
FExT FAET
ASSETS BE
Investments in subsidiaries RETB AR ZIRE 281,951 215,147
Amount due from a subsidiary {1 YNCIDEN 610,383 731,750
Prepayments TERTRIE 172 172
Bank balances RITEEER 20,189 191
912,695 947,260
LIABILITIES 8E&
Amount due to a subsidiary R B A RFRIA - 163,041
Other payables Hfh fET R 651 561
Bank borrowings RITIER 70,246 80,428
70,897 244,030
841,798 703,230
106
CAPITAL AND RESERVES BRI
Share capital %N 82,500 82,500
Reserves (note) e (BT 759,298 620,730

841,798 703,230



note:

Reserves

At 1 January 2009
Profit for the year
Dividends (note 9)

At 31 December 2009
Profit for the year
Recognition of equity-settled
share-based payments
Dividends (note 9)

At 31 December 2010

Annual Report 2010 %
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Share

premium

RAERE

HK$'000

TEL

HR2009%F1A1H 20,307

FRmF -

RS (7 9) -

A2009F 12 A31 R 20,307

E3 -
TERARA LS AR 7

BEM IR -

RS (7 9) -

#2010F 128311 20,307

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.

Bt -
G

Contributed Share options Accumulated
surplus reserve profits
EAEG BRERE Bl
HK$'000 HK$'000 HK$'000

FET FEL FET
112,338 = 327,621
= = 197,589
= = (37,125)

112,338 = 488,085
= = 203,764

66,804 =
(132,000)

112,338 66,804 559,849

Total
&t
HK$'000
TET
460,266
197,589
(37,125)

620,730
203,764

66,804
(132,000)

759,298

KNE 2 BHRBTIANARIER2001 F 12
Brz&BsHmREZNBARZBREE
SRESTEAA R FZ WM T 2 AT

BZE#E-
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Particulars of the Company’s principal subsidiaries at 31
December 2010 and 2009 are as follows:

Name of subsidiary

HEARAR

Lee & Man Development
Company Limited
BXERBRAA

Lee & Man Chemical Limited
Bt ITERAT

Lee & Man Company Limited
BXGFTRR AT

Lee & Man Handbag
Manufacturing Company
Limited

BYFRBAERANA

Place of
incorporation

At
FR Lt B

British Virgin
Islands
REHERR

i

British Virgin
Islands
HEERR

S

Hong Kong
B

Hong Kong
B0

Nominal value
of issued and
fully paid
share capital/
paid-in capital
ERTR
HERAEE
BARAK

Shares
— US$90
)

-90%ETT

Shares
- US$1
E<n)

-1%7T

Ordinary shares

— HK$1,000,000
R

- 1,000,000 7T
Non-voting

deferred shares

— HK$1,000,000
BRI

ERERR D

-1,000,000 7T

Ordinary shares

— HK$10,000
i)

- 10,000 %7T
Non-voting

deferred shares

— HK$500,000
BEE

X7~

AEFTR AR
- 500,0007&7C

ANATR2009512 A31H K201045F 12
A BZEEWBRARIZFBOT

Attributable
equity interest
FriktEs
2010 2009
100% 100%
100% 100%
100% 100%
100% 100%

Principal activities *

FTEXB

Investment holding

REER

Investment holding

REER

Manufacture and sales
of handbags
HENHEFH

Manufacture and sales
of handbags
BERHEF &
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Name of subsidiary

HEARAR

Dongguan Lee Wai Handbag
Manufacturing Company
Limited

RENBFRERRT

Lee & Man Management
Company Limited
BEXERARAR

Lee & Man (International)
Investment Limited
(“Lee & Man International”)
B (B REBRAF
(M (BIR) 1)

Jiangsu Lee & Man Chemical
Limited
TEEE TARAR

Guangdong Lee & Man
Chemical R&D Limited
BREXL T ER AT

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

Place of
incorporation

Ef
RSzt B

PRC
i

Hong Kong
EE

Hong Kong
E0)

PRC
i

PRC
G

Nominal value
of issued and
fully paid
Attributable
equity interest

share capital/
paid-in capital
BREITR
HERAEE

BARAE Frib Rz

2010 2009

Paid-in capital 100% 100%
— HK$6,000,000
(2009: HK$900,000)

BHBRA
- 6,000,000 7T
(2009 : 900,00077T)

Ordinary shares 100% 100%
- HK$2

LmAR
-2BT

Ordinary shares 100% 100%
- HK$100

LEAR

- 100%7T

Paid-in capital 100% 100%
— US$48,750,000

BRBRA

— 48,750,000 % 7T

Paid-in capital 100% 100%
— US$2,020,000
(N

- 2,020,000 7T

Principal activities *

FTEXB

Manufacture and sales
of handbags

h3

BUEMHETR

Provision of
management and
administration services

ROEIE RATRBHS 109

Investment holding

REEK

Manufacture and sales
of chloromethane
products, caustic soda
and hydrogen peroxide
HEERHERREY -
SIS R )

Research and
development of
chemical products

L ITH%

TEEBOETEREBET -
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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.

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

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

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

RAEBXERARARMIEMELITAR
NRIHARRERRA -

SEAER AN Y ABAE N 2 B ) Om M Sk B R
é%&&uﬁzﬂﬁ BALRIEARRASZ

BERHFEASINEG LRFEXZEF
B2 EMDIK

EERRLERFGIZARAIHE AR
DNEBREAEEIRERBEELZR
A - BEERREREEMMB AR ZF
B EEREILR

B 25 I G o 4 P B R A
RO ERES -

TERERE - R AEEE
BEMRHEICE XTS - FIRFEA
B ETS IR A A R S AU R Bl oK
{t - REEMEBERIEE FFERET

o
& o

AEE
&

‘ﬂﬂfﬂ} I

HE
THS

AEBNENEREEFAEFRNE
ffFE24 7 B MR RITER IR SR
RITHER) ANABEmFA AR HER
(BEEBITRARERME) -

ARARERLIFELEEMERGE
ERRREHNNID -  EXGEEELN
AR EFEARNERER - RIBES
MR - AREREERNE « BT
FAR N BB AR ) A K B T B S B B3R
BEREATFEELRREARRTE -
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38a.

38b.

Categories of financial instruments

Financial assets SREE
Loans and receivables (including B & EKEIE

cash and cash equivalents) (BERe MREEEEE)
Derivative financial instruments PTESmIA
Financial liabilities sHans
Financial liabilities at LEHK AN SR AR

amortised cost
Derivative financial instruments PTESMIT A

Financial risk management objectives and policies

The Group's major financial instruments include trade and
other receivables, restricted bank balances, bank balances,
trade and other payables, derivate financial instruments,
amounts due to related companies, bank borrowings
and other long-term payables. 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.

38a. SRITE >R

2010 2009
HK$'000 HK$'000
FHET FET
635,434 227,055
- 704
728,215 611,524
530 -

38b. BIEEMEREHEZEREER

RRrlzEEZeR T ABIERK
B RHEMPKIE - BRERITE
K IRITEERR Eﬁfﬁ%&,ﬁ\ﬁﬂ

PIE - ERREARFUE « R’R1T
fﬁﬁ&ﬁﬁﬁﬁﬁﬂﬁﬁzﬂlﬁ o % 5E
SR TAFBEN AN TIRE -
ZESRITENEERREET
53 ke ( 5 B S R R [ R )
FERBREABESRR - TX
ﬁWAuﬁﬁﬂIﬂﬁ@ZH
R o] FR i 2 f ZEﬁZﬁ
BEEEREZEZSRER LNJE
1%&%&@)&11@%3)1 MZF*
it o
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38b. Financial risk management objectives and policies
(continued)

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 of foreign currencies,
including Euro, HK dollars and RMB against the
functional currency of the relevant group entities.
Material transactions and balances that are not
denominated in the functional currency of the
relevant entities give rise to foreign currency exposure
as follows:

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

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

Exchange rate fluctuations and market trend have
always been the concern of the Group. As HK dollars
are linked with US dollars, the Group does not have
material exchange risk on this currency pair. The
Group entered into several foreign exchange forward
contracts to partially hedge its currency risk.

38b. BIEEMSEEEHEREEK (F)

TSk
O EEER

AEBTEREBRTH
BT B HERZH
SNE R R ERRAYRE R
BREXKBMEL &
ERE BLTMARK
Ao DASNES DIME I ¥ S 8]
ELERBNEARS
MR

H BRE-RIRHESEW
A RITHEBRE S
R &R

(i) BTERARE-RR
B - RITAESBLER
EMERMZ -

AEE—RETEZNE
EMHBE - AmRETHE
XL ARERZE
B LY EmERER - N&E
BEBRIINE R BEH
BB D ERERR
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38b. Financial risk management objectives and policies

(continued)

Market risk (continued)

(i) Currency risk (continued)

At the end of the reporting period, the carrying

amount of the Group’s monetary assets and liabilities

denominated in currencies other than the functional

currency of the relevant group entities are as follows:

Assets
Euro

RVIB

HK dollars
US dollars

Liabilities
Euro

RMB

HK dollars

US dollars

BE
A ZE
AR
BT

ETT

afE
L ZE
AR¥
BT

ETT

38b. HIIEEGEEEHEREEK (E)

miEEE (&)

O EFEEE)

X
S
p=pl
Dff
ST
M

PREMELT

2010
HK$°000
FTiEx

14,021
2,731
58,321
1,458

1,232
52,918
137,654
144,066

16,468
2,894
31,290
2,024

5,457

51,575
138,090
124,919

113



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

For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

114

The following table details the Group's sensitivity to
a 5% appreciation and depreciation in the functional
currency of the relevant group entities (including
Euro, RMB, HK dollars and US dollars) against the
above foreign currencies. 5% is the sensitivity rate
used when reporting foreign currency risk internally
to key management personnel and represents
management's assessment of the reasonably
possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding foreign
currency denominated monetary items other than
those denominated in HK dollars but held by entities
whose functional currency is US dollars 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 currency of the relevant group entities
against the above foreign currencies would give rise
to the following impact to profit for the year and vice
versa.

38b. Financial risk management objectives and policies 38b. BIEKRERHERBEE ()
(continued)
Market risk (continued) s EE (&)
(i)  Currency risk (continued) ) EEEE(E)
Sensitivity analysis BREMEDIT

TREAMASTITEAEER
HASEEREES (R
BARE  BrkERT)H
B E NSRS A R TR
5% 2 BUREE - BERmRE
B ABBHBRAIINER R
B 2REEE E LAINE
E R AT REF I TRA R
RAZFEERS% - 8K
ENITEBIELINESE
ZAEBEEBIEE RRF
IR DASNE JE =R 500 2 B B3t
THRERAE - ZHEEEE
BRI EBE it
HNEE R 500 58 208 © 1S
EE@?‘F'J%?)?%‘; Rz
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38b. Financial risk management objectives and policies

(continued)

Market risk (continued)

®

(i)

Currency risk (continued)

Sensitivity analysis (continued)

Monetary assets and liabilities: E¥14H&EER&E
FRHMEMCRD)

Increase (decrease) on

profit for the year

— Euro —BiZE
- RVB - AR
— HK dollars —BT
—US dollars —%7T

Derivative financial instruments: $74 % g T &

Increase (decrease) on #mosd)
profit for the year RERENZ
— Euro —BE

Interest rate risk

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

The Group currently does not have any interest rate
hedging policy in relation to fair value 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.

38b. HIIEEGEEEHEREEK (E)

B AR ()
O EMERE)

()

RN (B8)

2010 2009
HK$'000 HK$'000
FExT FHET
(639) (551)

2,509 2,434

- 8

7,130 6,145

27 (35)

P B

AEBZ R RN EER
EEHRRITERMEF
B S (1B R BRI M
24)  MERTTHEBRITERTT
35 M KR B T /A H 3R
ERMERBRTE - AR
RAEER/AKEEE 2

ZEM BRITEBRIIRNE
HANZIES -

NS [E B B B 4
) 2 LB /0 I 3R R
Ko ARBEEHEER
AR B 2 A R E R
IR RINE FERE B
AR o
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38b. Financial risk management objectives and policies
(continued)

Market risk (continued)

(i)

Interest rate risk (continued)
Sensitivity analysis

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

If interest rates had been 10 basis point higher or
lower and all other variables were held constant, the
Group's profit for the year ended 31 December 2010
would increase or decrease by HK$86,000 (2009:
HK$55,000). This is mainly attributable to the Group's
exposure to interest rates on its variable rate bank
balances.

If interest rates had been 50 basis point higher or
lower and all other variables were held constant,
the Group's profit for the year ended 31 December
2010 would decrease or increase by HK$2,607,000
(2009: HK$1,800,000). This is mainly attributable to
the Group's exposure to interest rates on its variable
rate borrowings.

38b.

M EEEE R FEREEK ()

miEEE (&)

(i)

T @R B ()

SR

AT SRS ITRIEZ S
RITIER R FERRRE R
RE)FIE R o F BIRTT
BERRFERTIBRRNDRE
HIRNER B FHEBIR
RBEDHT - 102 R 505
ZHHIEREEEEIES R
HEBAENHRITERK
AT R E 8 ] stk
HIFTAREE(EA ©

fisi A % 32 hn =k O0m A1
I%%{%ﬁﬂﬁﬁﬁﬁﬁﬂ
A 7 & @ & Z=20104F
12 A31 BIEFE 2 &= F1%
& NSk 4 #786,000 % T
(2009 : 55,0008 7T) - It
AR IBITE S F B F
QAL EEEFEE,

LA
)
ZON

fisf F1) =& 32 0 =% 8% 2> 50 &
AZHAMBHMITER
ZHERFTE XK H
#H E2010F12 8318 1t
FIE 2% PR A 5 an
49 2,607,000 77T (2009 :
1,800,000 70 ) © AR
TEREEEBFIEmMS
REE R o
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38b. Financial risk management objectives and policies 38b. BIEKRERHERBER ()

(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 statement of financial position. The Group is
also exposed to concentration of credit risk as a substantial
portion of its sales is generated from a limited number of
customers. At 31 December 2010, the top five customers
of the Group accounted for about 54% (2009: 53%) of
the Group's trade receivables. In order to minimise the
credit risk, the management of the Group has delegated a
team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure
that follow-up action is taken to recover overdue debts. In
addition, the management reviews the recoverable amount
of each individual trade debt at the end of reporting period
to ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of the
Company consider that the Group's credit risk is significantly
reduced.

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

AR

REEFTE S AT SRR EE AR
EMBHRENEEeREERE
EEMBEE . EREERR T
ERXGEFIEBARERITE
F o HRAEBRE D IHEWA
MERZFEL  AEEAERY
EESF 2R - 12010F12A
31 H - EEERURPEREKIR
FRABEBX)549(2009 : 53%) ° 5
HEERBREERE  RNEEE
BEEELZT—HABEEETE
BERE - EEME R EMEERE
Fr AR E FREUEE REITEIK
EAHAGETS © o - AEERE
B3R E B AR S EERE SE
B2 AR £ 58 0 LARERBLNA]
Wl FEIEE RARERTE © 3t
HMmE @ ARARIEERABARANT]
ZEERBE KIERIE -

AEB 2 ROTFEREERBRE
R - R T REREETR
WETE AREERZRT -
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38b. Financial risk management objectives and policies 38b. BIEKRERHERBEE ()

118

(continued)
Liquidity risk

In the management of the Group's liquidity risk, the Group
monitors and maintains a level of cash and cash equivalents
deemed adequate by the management to finance the
Group's operations and mitigate the effects of fluctuation in
cash flows. The Group also has available banking facilities
(note 24) of approximately HK$667,194,000 (2009:
HK$465,441,000) to meet its short-term working capital
requirements. The management monitors the utilisation
of bank borrowings and ensure compliance with loan
covenants.

The following table details the Group's remaining
contractual maturity for its non-derivative financial liabilities
based on the agreed repayment terms. 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. Specifically, bank loans
with a repayment on demand clause are included in the
earliest time band regardless of the probability of the banks
choosing to exercise their rights. The maturity dates for
other non-derivative financial liabilities are based on the
agreed repayment dates. The table includes both interest
and principal cash flows. To the extent the interest flows
are floating rate, the undiscounted amount is derived from
interest rate curve at the end of the reporting period.

REETER

EEERDESRRE - AEE
ERERRBERERRTHHNIR
e RBEEFEEBEAKT  BEE
B H R EEIRME SR E R
SRERIHNTE - AEBRAK
REMKERITERIERREE
SZEBERFE AEBEBAH
Az RTEREERE(ME29)
49 7 667,194,000t (2009 :
465,441,00087T) - EIE[EEE
SRITIE SN AR R R (R B F

Bithiy
Ea’)\i%"] °

TRFJIAEESRAEBNEH
FHB - IRIBEAEE A ERE
KEFNRFHBEBAGEOR
MARSRERR - AEEME -
HERERERIEXZRITE
P WERERERRZA - T
MmIRTTRDE B TEEERN - &
fINTEERA B2 ARE
BEHER A BT E - ZRINE
NMERAREZHEESRE - NBEH
HR - RR2E LEHFBRAZE
M - MEARRRR 2 BEAREF
TARARETE
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38b. Financial risk management objectives and policies 38b. BIEKRERHERBER ()
(continued)
Liquidity risk (continued) REE S (8
Weighted On Total
average demand undiscounted
effective or0-30 31-60 61-90 91-365 Over ash  Canying
interest rate days days days days 365 days flows  amount
il 237 RERY, ikl AER
L7k 0-30% 31-60% 61-90% 91-365% 5K RERE #E
% HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$'000 HK$ 000
) ThT ThT ThIL ThL Thx AT ThT
As at 31 December 2010 20105124318
Non-derivative financial liabilities FEREERE
Nonvinterest bearing RBEAR - 156085 20559 19848 10337 - 206829 206829
Variable interest rate instruments HESTIR 178 431575 - - 49,499 455 53626 521386

587,660 20559 19,848 59,836 42552 730455 728215

Derivative financial instruments fiEeMIA
- gross settlement &g

Foreign exchange forward contracts NERERN
~ inflow A = = - (19 - - (19) (19
- autflow i = = - 549 - - 549 549
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(continued)

Liquidity risk (continued)

As at 31 December 2009
Non-derivative financial liabilities
Norvinterest bearing

Fired interest rate instruments

Variable interest rate instruments

Derivative financial instruments
- gross settlement

Foreign exchange forward contracts
~ inflow

- outflow

#2009 128318
Hresmas

fie¢MIa
&5
ShEREAN
A
il

For the year ended 31 December 2010 &Z=2010F 12 A31HIEFE

Weighted

average

effective
interest rate

it 337!
LYk
%

i

504
221

On
demand
or 0-30
days

EZXF,
0-30%
HK$'000

T

124584

231192

355,776

(10882)
10423

(459)

31-60
days

31-60%
HK$000
T

40,137

40,137

38b.

61-90
days

61-90%
HK$000
TFhr

21,704

21,704

(17,105)
16,860

)

RENE SRR (E)
Total
undiscounted
91-365 Over cash
days 365 days flows
ikl B
91-365% WX RéRE
HK§000  HK$OOO  HK$000
T i Thn
50975 1676 239,076
13,130 - 13,130
46,566 85,464 363,222
110671 87,140 615428
- - (%)
- - 27283
. = (704)

M EEEE R FEREEK ()

Carrying

amount

g
HK$ 000
T

239076
12500
359948

611524

(27.987)
27283

(704)
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38b. Financial risk management objectives and policies 38b. BIEKRERHERBER ()

(continued)
Liquidity risk (continued)

Bank loans with a repayment on demand clause are
included in the “on demand or 0-30 days” time band in
the above maturity analysis. As at 31 December 2010,
the aggregate undiscounted principal amounts of these
bank loans amounted to HK$287,046,000 (2009:
HK$80,428,000). Taking into account the Group's financial
position, the directors do not believe that it is probable
that the banks will exercise their discretionary rights to
demand immediate repayment. The directors believe that
such bank loans will be repaid within one to five years after
the reporting date of 31 December 2010 in accordance

REE b (F)

BEEUHEREREEBRZ
BITEEE LM A DA
Al EZ K030k ] 2 B HE
HEA - A2010F 128318 >
ZERITEECRIBEALES
$£ 5 287,046,000/ L) (2009 :
80,428,000/ 7T ) ° 5T R A&
zﬁﬁwﬁiﬂé F BETMEERIT

BETTIF A E BN B R BB
% c BEIE - ZERITEER
R 20104 12 A31 B3kE B ETR

with the scheduled repayment dates set out in the loan —FANERFRIBER G ZPIE
agreements. The table that follows summarises the maturity REERAEER - TREFKE

analysis of bank loans with a repayment on demand clause

ﬁTBLE—irEXE IR 2 SR1TfE

based on agreed scheduled repayments set out in the loan  RER W EAER &K E
agreements. HHZ [EADHT 121
Weighted
average Total
effective 0-30 31-60 61-90 91-365 Over undiscounted ~ Carrying
interest rate days days days days  365days cashflows  amount
k37 #8 RER
ERAZE  0-30K  31-60%K  61-90K 91-365% 5% RERE a8
% HK$'000 HK$'000 HK$000 HK$000 HK$'000 HK$'000 HK$'000
% Thn TEn Thn T T T Tin
As at 31 December 2010 R20105128318
Barkloans FlR 207 1419 1419 16495 58454 220652 298439 287046
As at 31 December 2009 2009512318
Bankloans FlER 223 155 145 150 1497 380 85751 80428

The amounts included above for variable interest rate
instruments for non-derivative financial liabilities is subject
to change if changes in variable interest rates differ to those
estimates of interest rates determined at the end of the
reporting period.

A EEBeRITESRAEFEN

KTRAMEE

B F

BTERE IR ERTEVRI R BRI AE
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38c. Fair value

The fair value of financial assets and financial liabilities is

determined as follows:

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

foreign currency forward contracts are measured
using quoted forward exchange rates and yield
curves derived from quoted interest rates matching
maturities of the contracts.

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.

The following table provides an analysis of the financial

instruments that are measured subsequent to initial

recognition at fair value, grouped into Levels 1 to 3 based

on the degree to which the fair value is observable.

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

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

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

38c. ARE

SRHAEREME B ARER
A BT -

e SREEREBMAEZA
AE@TEIARRIN) - T3
RERBEREDTZ A
REEEN &

e INEEHIAHNMFEREL
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FE 4 5 B TE 30 (o] 3 AR
M

E=2RR REBEKATIALZS
B RcEMEENSRAR
ZIREEEE AR ERE -

TREHRBRTHERRIEAA
BEAEZEMIAEZON &
DABEZABIEED BE—
EE=R-

s FHARBEAERZ
ERBERBEEXRED
AT 5 2 B (RS
B)BHER-

77

OF]
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FRBE —BATRER
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BHZBABER(THRAE
BRERGH(AER) HE
BEBERGH(BBERT
B)FHzER -

s F=BMARBEMES/Z
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38c. Fair value (continued)

31 December 2010 2010512 A31H

Financial liabilities at FVTPL & R EEFAER
Hemas
Derivative financial instruments PTEEmMIT A

31 December 2009 200912 A31H

Financial assets at FVTPL BAREBETABER
HEmas
Derivative financial instruments PTEEmMIT A

These were no transfers between Levels in the current year.

On 18 January 2011, Lee & Man International entered into
a project agreement with the government of Ruichang City,
Jiangxi Province of the PRC ("Ruichang City Government"),
for development of the Group's chemical business in
Ruichang City ("Project Agreement").

Pursuant to the Project Agreement, the Group and the
Ruichang City Government entered into a land use rights
transfer agreement whereby the Ruichang City Government
agreed to grant the Group state-owned land use rights to an
area of around 1,241 mu located in the Ruichang City, for an
aggregate consideration of RMB24,820,000 (approximately
HK$29,287,600).

On 26 January 2011, the Company announced that Heng
Sing Holdings Limited ("Heng Sing"), a wholly owned
subsidiary of the Group incorporated on 4 January 2011 in
the Cayman Islands, had submitted a listing application to
the Stock Exchange for the listing of the ordinary shares of
Heng Sing on the Main Board of the Stock Exchange. Details
of this are included in an announcement of the Company
published on 26 January 2011.

Level 1
£
HK$'000
FAT

38c.

[RE

31 December 2010
201012831 H

Level 2 Level 3 Total
B E=R st
HK$'000 HK$'000 HK$'000
T FHET AT
530 — 530
704 -~ 704

RERFRILEEE -

R201141 8188 - X (EER
BRIAARETEA ((IRa™™
BT 25T IB B e - U EmE
MERITER - ([THBHHED

BIETE B e EEEEE TR
FIRTAL L HbfF RS I - &
I WEMERARERER D
FURIEEMEEL 1241
2 BEE T ERE BRE
A HAE AREE248200007T (4
29,287,600 7T)

R20114%F1A26H » AR a3
HAE - ERFZERERAE (1B
BEl) - —RIR201141 A4B%E
FeHEEMR Iz AEE2E
HEBAR - BEMBRATER LT
BHERE B FRTZEBTR
BOEBRAERLETRES -
HEDEEE201161 A26 B

ATFBENAES -
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Year ended 31 December

BZ12A31HLLEE

2006 2007 2008 2009 2010

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHET FHT FHET FEx

RESULTS ¥

Revenue B 689,247 784721 1,064,177 1,403,428 2,138,808

Profit before taxation BRAL AR T 112,307 118,399 91,600 244311 529,532

Income tax expenses FTiS Rz b (10,442) (11,963) (10,038) (10,488) (71,989)

Profit for the year FRRF 101,865 106,436 81,562 233,823 457,543

At 31 December

M®12A31H
2006 2007 2008 2009 2010
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FET FAT FHT
ASSETS AND LIABILITIES BERE&E
Total assets BERT 650,922 1,016,089 1,466,490 1,611,920 2,256,603
Total liabilities BfEes (101,547) (373,217) (748,246) (686,665) (879,201)

124
Net assets BEFE 549,375 642,872 718,244 925,255 1,377,402
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