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CORPORATE INFORMATION AND GROUP
REORGANISATION

The Company was incorporated as an exempted
company with limited liability in the Cayman Islands on
29 August 2006 under the Companies Law, Chapter 22
(Law 3 of 1961, as consolidated and revised) of the
Cayman Islands.

Pursuant to a reorganisation scheme to rationalise the
structure of the Group in preparation for the listing of
the Company’s shares on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”),
the Company became the holding company of the
companies now comprising the Group on 25 November
2006 (the “Group Reorganisation”). Further details of
the Group Reorganisation and the subsidiaries acquired
pursuant thereto are set out in the prospectus of the
Company dated 5 December 2006 (the “Prospectus”)
and in note 22 to the financial statements, respectively.

The Company'’s shares have been listed on the Stock
Exchange since 18 December 2006.

The registered office of the Company is located at
Cricket Square, Hutchins Drive, PO. Box 2681, Grand
Cayman KY1-1111, the Cayman Islands and the
principal place of business of the Company is located at
7th Floor, Wyler Centre Il, 200 Tai Lin Pai Road, Kwai
Chung, Hong Kong. The principal activity of the
Company is investment holding. Details of the principal
activities of the subsidiaries are set out in note 22 to the
financial statements. There were no significant changes
in the nature of the Group’s principal activities during
the year.

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

SR I aE (A

31 December 2006
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BASIS OF PRESENTATION AND CONSOLIDATION 2.1
The consolidated financial statements have been prepared
in accordance with the principles of merger accounting as
set out in Accounting Guideline 5 “Merger Accounting
for Common Control Combinations” issued by the Hong
Kong Institute of Certified Public Accountants (the
“HKICPA™), as a result of the Group Reorganisation. On
this basis, the Company has been treated as the holding
company of its subsidiaries for the financial years
presented rather than from the date of their acquisition.
Accordingly, the consolidated results of the Group for the
years ended 31 December 2005 and 2006 include the
results of the Company and its subsidiaries with effect
from 1 January 2005 or since their respective dates of
incorporation, where this is a shorter period. The
comparative consolidated balance sheet as at 31
December 2005 has been prepared on the basis that the
existing Group had been in place at that date.

In the opinion of the directors, the consolidated financial
statements prepared on the above basis present more
fairly the results and state of affairs of the Group as a
whole.

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRSs"”) issued by the HKICPA, accounting
principles generally accepted in Hong Kong and the
disclosure requirements of Hong Kong Companies
Ordinance. They have been prepared under the historical
cost convention except for the investment property,
which has been measured at fair value. All HKFRSs
effective from the accounting periods commencing from
1 January 2005 and 2006, together with the relevant
transitional provision, have been early adopted by the
Group in the preparation of the financial statements
throughout the years.

These financial statements are presented in Hong Kong
dollars and all amounts are rounded to the nearest
thousand (HK$'000) except where otherwise indicated.

Comparative amounts have not been presented for the
Company’s balance sheet and the notes thereto because
the Company was not in existence on 31 December
2005.

All significant intercompany transactions and balances
within the Group are eliminated in the preparation of
the consolidated financial statements.

Minority interests represent the interests of outside
shareholders not held by the Group in the results and
net assets of the Company’s subsidiaries.
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Notes to Financial Statements (continued)
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IMPACT OF ISSUED BUT NOT YET EFFECTIVE 2.2
HONG KONG FINANCIAL REPORTING

STANDARDS

The Group has not applied the following new and

revised HKFRSs, that have been issued but are not yet

effective, in these financial statements:

HKAS 1 Amendment Capital Disclosures

HKFRS 7 Financial Instruments: Disclosures

HKFRS 8 Operating Segments

HK(IFRIC)-Int 7 Applying the Restatement Approach
under HKAS 29 Financial
Reporting in Hyperinflationary
Economies

HK(IFRIC)-Int 8 Scope of HKFRS 2

Reassessment of Embedded
Derivatives

HK(IFRIC)-Int 9

HK(IFRIC)-Int 10 Interim Financial Reporting and

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

HK(IFRIC)-Int 12 Service Concession Arrangements

HKAS 1 Amendment shall be applied for accounting
period beginning on 1 January 2007. The revised
standard will affect the disclosures on qualitative
information about the Group’s objectives, policies and
processes for managing capital; quantitative data about
what the Company regards as capital; and compliance
with any capital requirements and the consequences of
any non-compliance.

HKFRS 7 shall be applied for accounting period
beginning on 1 January 2007. The standard requires
disclosures that enable users of the financial statements
to evaluate the significance of the Group’s financial
instruments and the nature and extent of risks arising
from those financial instruments.
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Notes to Financial Statements (continued)
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IMPACT OF ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 8 shall be applied for accounting period
beginning on 1 January 2009. The standard requires the
disclosure of information about the operating segments
of the Group, the products and services provided by the
segments, the geographical areas in which the Group
operates, and revenues from the Group’s major
customers. This standard will supersede HKAS 14
Segment Reporting.

HK(IFRIC)-Int 7, HK(IFRIC)-Int 8, HK(IFRIC)-Int 9 and
HK(IFRIC)-Int 10 shall be applied for accounting period
beginning on 1 January 2007; and HK(IFRIC)-Int 11 and
HK(IFRIC)-Int 12 shall be applied for accounting period
on 1 January 2008.

The Group is in the process of making an assessment of
the impact of these new and revised HKFRSs upon initial
application. So far, it has concluded that while the
adoption of HKAS 1 Amendment, and HKFRS 7 and
HKFRS 8 may result in new or amended disclosures,
these new and revised HKFRSs will not have any
significant impact on the Group’s results of operations
and financial position.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Subsidiaries

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

The results of subsidiaries are included in the Company’s
income statement to the extent of dividends received
and receivable. The Company’s interests in subsidiaries
are stated at cost less any impairment losses.
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Notes to Financial Statements (continued)
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SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

Goodwill

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

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

As at the acquisition date, any goodwill acquired is
allocated to each of the cash-generating units expected
to benefit from the combination’s synergies. Impairment
is determined by assessing the recoverable amount of
the cash-generating unit, to which the goodwill relates.
Where the recoverable amount of the cash-generating
unit is less than the carrying amount, an impairment loss
is recognised.

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

Where goodwill forms part of a cash-generating unit
and part of the operation within that unit are disposed
of, the goodwill associated with the operation disposed
of is included in the carrying amount of the operation
when determining the gain or loss on disposal of the
operation. Goodwill disposed of in this circumstance is
measured on the basis of the relative value of the
operation disposed of and the portion of the cash-
generating unit retained.

TERETBERBE (8

[k

WEEMBARMELZ BERRERS
BERANER H A SR B A Ui B &S 2 7]
BRHEE REMHBEREZAFRE
oGz R B - WIBH B A RIE
o

PR BARHEREIRRR AR S E R
FOREBRETH E -BFEHEHEET
BEARERER R MREEMHHB
MEBCRREEERAEEERE A
ETERREZ RS-

REBR BE2EAHERIEES
{EFRET AU A B PTEEAE 2 Hh IR 3k as rh &
3 2 B3R B BB B B T B B AR
B2 BIFR B4 2 R Y [ & BRFEE © 4R
RIZR BN 2 AT Bl & BRI R BRI (E - A
BRERREEE-

&2 B HERBEBR TSN ER IR
{Ek

RSB R ERR FE ALz AARER D A
ARBHE 2 RIR B A EH 2 B
B0 RIEREE D EREB 2 W e
B BT EZ REHRCHERE
ERZEBZERHEERN-ELERHE
ZEERBAHE 2 F15 2 HEHEEN
RIIREBAL 2 (RE A HETTEHE

EMBRY HOLDINGS LIMITED &Hi5¥BA A 7 77 2006 ANNUAL REPORT ZZREANFEAER



2.3

Notes to Financial Statements (continued)
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31 December 2006

—EERF A=

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Goodwill (continued)

Gooadwill previously eliminated against the consolidated

reserve

Goodwill arising on acquisitions before 1 January 2001
was eliminated against the consolidated goodwill reserve
in the year of acquisition. The Group applied the
transitional provisions of HKFRS 3 that permitted such
goodwill to remain eliminated against the consolidated
goodwill reserve and that required such goodwill not to
be recognised in the consolidated income statement
when the Group disposes of all or part of the business to
which that goodwill relates or when a cash-generating
unit to which the goodwill relates becomes impaired.

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

(a)

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

the party is an associate;
the party is a jointly-controlled entity;

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

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

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

the party is a post-employment benefit plan for

the benefit of the employees of the Group, or of
any entity that is a related party of the Group.
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Notes to Financial Statements (continued)
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SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

Impairment of non-financial assets other than
goodwill

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

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

An assessment is made at each reporting date as to
whether there is any indication that previously
recognised impairment losses may no longer exist or may
have decreased. If such indication exists, the recoverable
amount is estimated. A previously recognised
impairment loss of an asset other than goodwill and
financial assets is reversed only if there has been a
change in the estimates used to determine the
recoverable amount of that asset, however not to an
amount higher than the carrying amount that would
have been determined (net of any depreciation/
amortisation), had no impairment loss been recognised
for the asset in prior years. A reversal of such impairment
loss is credited to the income statement in the period in
which it arises, unless the asset is carried at a revalued
amount, in which case the reversal of the impairment
loss is accounted for in accordance with the relevant
accounting policy for that revalued asset.
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Notes to Financial Statements (continued)
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation
Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses.

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

Changes in the values of property, plant and equipment
are dealt with as movements in the asset revaluation
reserve. If the total of the reserve is insufficient to cover
a deficit, on an individual asset basis, the excess of the
deficit is charged to the income statement. Any
subsequent revaluation surplus is credited to the income
statement to the extent of the deficit previously charged.
On disposal of a revalued asset, the relevant portion of
the asset revaluation reserve realised in respect of
previous revaluations is transferred to retained profits as
a movement in reserves.

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

Over the lease terms
4.5% t0 20%
10% to 20%
10% to 20%
20% to 25%

Leasehold land and buildings

Leasehold improvements

Plant and machinery

Furniture, fixtures and office equipment
Motor vehicles
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Notes to Financial Statements (continued)
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

Where parts of an item of property, plant and
equipment have different useful lives, the cost of that
item is allocated on a reasonable basis among the parts
and each part is depreciated separately.

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

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

Investment property

Investment property is interests in land and buildings
held to earn rental income and/or for capital
appreciation, rather than for use in the production or
supply of goods or services or for administrative
purposes; or for sale in the ordinary course of business.

If a property occupied by the Group as an owner-
occupied property becomes an investment property, the
Group accounts for such property in accordance with the
policy stated under “Property, plant and equipment and
depreciation” up to the date of change in use, and any
difference at that date between the carrying amount and
the fair value of the property is accounted for as a
revaluation in accordance with the policy stated under
“Property, plant and equipment and depreciation”
above.

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

Any gains or losses on the retirement or disposal of an

investment property are recognised in the income
statement in the year of the retirement or disposal.
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Notes to Financial Statements (continued)
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SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

Financial assets

Financial assets in the scope of HKAS 39 are classified as
either financial assets at fair value through the income
statement, loans and receivables and available-for-sale
financial assets, as appropriate. When financial assets are
recognised initially, they are measured at fair value, plus,
in the case of investments not at fair value through the
income statement, directly attributable transaction costs.
The Group considers whether a contract contains an
embedded derivative when the Group first becomes a
party to it. The embedded derivatives are separated from
the host contract which is not measured at fair value
through profit or loss when the analysis shows that the
economic characteristics and risks of embedded
derivatives are not closely related to those of the host
contract.

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

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

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Such assets are subsequently carried
at amortised cost using the effective interest method.
Amortised cost is calculated taking into account any
discount or premium on acquisition and includes fees
that are an integral part of the effective interest rate and
transaction costs. Gains and losses are recognised in the
income statement when the loans and receivables are
derecognised or impaired, as well as through the
amortisation process.
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2.3

Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
—TERF+-A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

Impairment of financial assets

The Group assesses at each balance sheet date whether

there is any objective evidence that a financial asset or a

group of financial assets is impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss on
loans and receivables carried at amortised cost has been
incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding
future credit losses that have not been incurred)
discounted at the financial asset’s original effective
interest rate (i.e., the effective interest rate computed at
initial recognition). The carrying amount of the asset is
reduced either directly or through the use of an
allowance account. The amount of the impairment loss
is recognised in the income statement.

The Group first assesses whether objective evidence of
impairment exists individually for financial assets that are
individually significant, and collectively for financial
assets that are not individually significant. If it is
determined that no objective evidence of impairment
exists for an individually assessed financial asset,
whether significant or not, the asset is included in a
group of financial assets with similar credit risk
characteristics and that group is collectively assessed for
impairment. Assets that are individually assessed for
impairment and for which an impairment loss is or
continues to be recognised are not included in a
collective assessment of impairment.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be
related objectively to an event occurring after the
impairment was recognised, the previously recognised
impairment loss is reversed. Any subsequent reversal of
an impairment loss is recognised in the income
statement, to the extent that the carrying value of the
asset does not exceed its amortised cost at the reversal
date.
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2.3

Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
—TERF+-A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

Impairment of financial assets (continued)

Assets carried at amortised cost (continued)

In relation to trade receivables, a provision for
impairment is made when there is objective evidence
(such as the probability of insolvency or significant
financial difficulties of the debtor) that the Group will
not be able to collect all of the amounts due under the
original terms of an invoice. The carrying amount of the
receivables is reduced through the use of an allowance
account. Impaired debts are derecognised when they are
assessed as uncollectible.

Derecognition of financial assets

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

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

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

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

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

TERETBERBE (8

EMEERE ()

A A THE 2 B ()

MIENE ZFIEM S - A FEER (0
B AR LA MEESE HREEN T
RE) BRAEEBEERERNRE
fERR UL Bl P A 2 B SIR N B & 1E
BB W E S IBNRRES R
B R ARIIR < BUE BT — &R
AEEWE A& R

TREE (- EA —HEREEL
— Bk —HRUEREEL &)
T ERAS AN SRR :

. WEBZBREEMSREREZ
PR fEim

. AREBERE WERZIREEMS
REenE N HERRIE—18
B b EREBRELLES
=EZIERT EBRENE
BUEENRZ B

. AEBDEFRENNZREE
FISIRERE 2R A (a) B8
B BB EZBRED AR
(Bl 57 : Sk(b) I T AR E LR
BERAHIAREDR ED
ERLIREE IR

AAREEEE RN ZIREEMSRE
MEZ R B EERKREZAE
EZBRE D E R K E ¥R B S
ZBEEEHE ZBREESRAE
BREENRES AMERAR A
SHEEREEREEFD ZRE W
ZBREEZREmMERNSERAER
Z REHFE LR UAREE RE) st E -

EMBRY HOLDINGS LIMITED &Hi5¥BA A 7 84 2006 ANNUAL REPORT ZZREANFEAER



2.3

Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
—TERF+-A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

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

Financial liabilities including trade payables, other
payables and accruals and interest-bearing bank loans
are initially stated at fair value less directly attributable
transaction costs and are subsequently measured at
amortised cost, using the effective interest method
unless the effect of discounting would be immaterial, in
which case they are stated at cost.

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

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

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or
the terms of an existing liability are substantially
modified, such an exchange or modification is treated as
a derecognition of the original liability and a recognition
of a new liability, and the difference between the
respective carrying amounts is recognised in the income
statement.

Inventories

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

Leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are
accounted for as operating leases. Where the Group is
the lessor, assets leased by the Group under operating
leases are included in non-current assets and rentals
receivable under the operating leases are credited to the
income statement on the straight-line basis over the
lease terms. Where the Group is the lessee, rentals
payable under the operating leases are charged to the
income statement on the straight-line basis over the
lease terms.
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2.3

Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
—TERF+-A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

Leases (continued)

Leases that transfer substantially all the rewards and risks
of ownership of assets to the Group, other than legal
title, are accounted for as finance leases. At the
inception of a finance lease, the cost of the leased asset
is capitalised at the present value of the minimum lease
payments and recorded together with the obligation,
excluding the interest element, to reflect the purchase
and financing. Assets held under capitalised finance
leases are included in property, plant and equipment,
and depreciated over the shorter of the lease terms and
the estimated useful lives of the assets. The finance costs
of such leases are charged to the income statement so
as to provide a constant periodic rate of charge over the
lease terms.

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

Cash and cash equivalents

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

For the purpose of the balance sheets, cash and cash
equivalents comprise cash on hand and at banks,
including term deposits, which are not restricted as to
use.
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2.3

Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
—TERF+-A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at the

fair value of the consideration received less directly

attributable transaction costs.

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised cost
using the effective interest method.

Gains and losses are recognised in net profit or loss
when the liabilities are derecognised as well as through
the amortisation process.

Borrowing costs
Borrowing costs are generally expensed as incurred.

Provisions

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

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

Income tax

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

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

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

SR I aE (A

31 December 2006

—EERF A=

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

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

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

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

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

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

3 in respect of deductible temporary differences
associated with investments in subsidiaries,
deferred tax assets are only recognised to the
extent that it is probable that the temporary
differences will reverse in the foreseeable future
and taxable profit will be available against which
the temporary differences can be utilised.
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2.3

Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
—TERF+-A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

Income tax (continued)

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

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

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

Revenue recognition

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

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

(b) rental income, on a time proportion basis over
the lease terms;

(c) interest income, on an accrual basis using the
effective interest method by applying the rate
that discounts the estimated future cash receipts
through the expected life of the financial
instrument to the net carrying amount of the
financial asset; and

(d) dividend income, where the shareholder’s right
to receive payment has been established.
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2.3

Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
—TERF+-A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

Dividends

Interim dividends are simultaneously proposed and

declared, because the Company’s memorandum and

articles of association grant the directors the authority to
declare interim dividends. Consequently, interim

dividends are recognised immediately as a liability when

they are proposed and declared.

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

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

Expenditure incurred on projects to develop new
products is capitalised and deferred only when the
Group can demonstrate the technical feasibility of
completing the intangible asset so that it will be
available for use or sale, its intention to complete and its
ability to use or sell the asset, how the asset will
generate future economic benefits, the availability of
resources to complete the project and the ability to
measure reliably the expenditure during the
development. Product development expenditure which
does not meet these criteria is expensed when incurred.
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Notes to Financial Statements (continued)
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31 December 2006
—TERF+-A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

Government grants

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

Employee benefits

Share-based payment transactions

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

The cost of equity-settled transactions with employees is
measured by reference to the fair value at the date at
which they are granted. The fair value is determined by
an external valuer using a binomial model, further details
of which are given in note 32 to the financial
statements. In valuing equity-settled transactions, no
account is taken of any performance conditions, other
than conditions linked to the price of the shares of the
Company (“market conditions”), if applicable.

The cost of equity-settled transactions is recognised,
together with a corresponding increase in equity, over
the period in which the performance and/or service
conditions are fulfilled, ending on the date on which the
relevant employees become fully entitled to the award
(the “vesting date”). The cumulative expense recognised
for equity-settled transactions at each balance sheet date
until the vesting date reflects the extent to which the
vesting period has expired and the Group’s best estimate
of the number of equity instruments that will ultimately
vest. The charge or credit to the consolidated income
statement for a period represents the movement in
cumulative expense recognised as at the beginning and
end of that period.
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Notes to Financial Statements (continued)
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SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

Employee benefits (continued)

Share-based payment transactions (continued)

No expense is recognised for awards that do not

ultimately vest, except for awards where vesting is

conditional upon a market condition, which are treated

as vesting irrespective of whether or not the market

condition is satisfied, provided that all other

performance conditions are satisfied.

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

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

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

Paid leave carried forward

The Group provides paid annual leave to its employees
under their employment contracts on a calendar year
basis. Under certain circumstances, such leave which
remains untaken as at the balance sheet date is
permitted to be carried forward and utilised by the
respective employees in the following year. An accrual is
made at the balance sheet date for the expected future
cost of such paid leave earned during the year by the
employees and carried forward.
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SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

Employee benefits (continued)

Retirement benefits schemes

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

The employees of the Group’s subsidiaries which operate
in Mainland China are required to participate in central
pension schemes operated by the local municipal
government. These subsidiaries are required to
contribute certain percentages of its payroll costs to the
central pension schemes. The contributions are charged
to the income statement as they become payable in
accordance with the rules of the central pension
schemes.
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SUMMARY OF SIGNIFICANT ACCOUNTING 2.3
POLICIES (continued)

Foreign currencies

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

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

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

Judgements

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

Classification between leasehold land element from
leasehold land and buildings

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

Operating lease commitments — Group as lessor

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

Estimation uncertainty

Estimation of fair value of an investment property

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

Valuation of share options

The fair value of options granted under share option
scheme is determined using the binomial model. The
significant inputs into the model were share price at the
grant date, exercise price, risk-free interest rate, dividend
yield, expected volatility and suboptimal exercise factor.
When the actual results of the inputs differ from
management’s estimate, it will cause change in share
options expense and related share options reserve of the
Group.
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SEGMENT INFORMATION 4.

The Group’s primary business segment is the
manufacture and sale of ladies’ brassieres, panties,
swimwears and sleepwears. Since this is the only
business segment of the Group, no further analysis
thereof is presented.

Segment information is presented below in respect of
the Group’s geographical segment, which is regarded as

(continued)

SEER
ARE Y £ BRI HRITE 9K
RBEER 2 B R E - A AR E
B2 i 2D BALESHE —
2 Hife

I]

MAEEIR DB (BIFE —2#8) ER2
§\JZZDT°/9&EZK’EIZWEEEE‘ BB - Yz

the secondary segment. In determining the Group’s DIEEFAEMEAD S BEZE
geographical segments, revenue are attributed to the EFTEMER A D&
segments based on the location of the customers, and
assets are attributed to the segments based on location
of assets.
Mainland China Hong Kong Others Total
RE AR £ Hif &
2006 2005 2006 2005 2006 2005 2006 2005
ZEEAE CTTNE ZBERE CTTNE ZEERE CTENE ZEERE CTRRE
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HKS$'000
f&r FEr TFEx FEr TEx TEr  TEm  TEx
Revenue from external MREP
customers bl 513,207 444,554 81,083 74,179 30,034 31,281 624,324 550,014
Segment assets PEHEE 402,712 313960 431,586 80,241 - - 834,298 394201
Capital expenditure incurred ~ EREAR
during the year 53 6,359 6,270 1,516 152 - - 7,875 6,422
REVENUE 5. W=
Revenue, which is also the Group’s turnover, represents W BIARSRE v B R EHBREE
the net invoiced value of goods sold, after allowances REFTHFERELER 2 ERFE

for returns and trade discounts.
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OTHER INCOME AND GAIN 6. H g A & W zs
Group
rEE
2006 2005
—EEXREF —ETRF
HK$000 HK$'000
FET FAET
Other income Hglr A
Bank interest income RITHEHA 2,869 718
Gross rental income el AL 2,052 923
Subsidy incomes from the People’s PNELEYNEP
Republic of China (the “PRC") (ML) BT 2
government: AR
Rewards as a superbrand 1ER A BB AR
in the PRC * i 2 2R * 292 1,923
Value-added tax refunded * TR EIEER * - 405
Reinvestment tax refunds * BIRE R 1,136 =
Others Hh 753 766
7,102 4,735
Gain Wz
Changes in fair value of an investment  &E ¥ N FEEE)
property (note 17) (Hfaz17) 2,200 600
9,302 5,335
& There are no unfulfilled conditions or contingencies o UL FWAN S RAF (] R LZ 5
relating to these incomes. e A FIR -

# According to the Income Tax Law of the PRC, the # WRIZAD BT 15 H)% » AN 25 (B A e
Group is entitled to refunds of corporate income tax, BB B AEHERIERG DR
subject to the approval from the relevant offices of the 1S BR B - F A AL B 6 2 [
Tax Bureau in the PRC. During the year; the Group &R T 2 IR BT EE
reinvested the profit distributions received from its R BIRTAL T B9 2 m] 3 EL
subsidiary in a new entity established in the PRC and Bt E BT AR R HIZE
received approvals from the Tax Bureau in relation to FRER BRI E T BE D LE
the reinvestment tax refunds. The refunds are Ee
determined based on certain percentages of the profit
distribution reinvested.

FINANCE COSTS & A

Group
AEH
2006 2005
—EEREF —EENF
HK$’000 HK$'000
FET FET
Interest on: MR
Bank loans and overdrafts repayable ARAFEANEEREZ
within five years RITERRESR 30 33
Bank loans repayable over five years ARAFREEZRITER 1,515 758
Total interest HBAE 1,545 791
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PROFIT BEFORE TAX 8.
The Group's profit before tax is arrived at after charging/
(crediting):

BRBE AT 28 R
AEEZ BRATEMNE R, GEA) :

Group
FEE
2006 2005
—BERE ZTTRF
HK$’000 HK$'000
FET FET
Cost of inventories sold BEFERA 145,581 136,979
Depreciation e 9,029 9,069
Amortisation of prepaid land lease B LiEE
payments IR B 59 58
Minimum lease payments under BRANTEIEZ
operating leases in respect of: IREH 2 TR
Land and buildings T REF 21,193 22,646
Contingent rents of retail outlets in BERAIANSEE
department stores B Ale 157,264 135,602
Employee benefits expenses (excluding EEEIRAS (TREES
directors’ remuneration — note 9): < — #1729) -
Wages and salaries TERE® 116,213 108,930
Write-back of provision for RUORG S
long service payments e {Ek g (854) (735)
Retirement benefits scheme RRREAETE
contributions R 10,850 5,305
Equity-settled share option expenses VARRHE S 1 R AR A R 2 344 =
126,553 113,500
Auditors’ remuneration ZERE S 1,980 1,200
Advertising and counter decoration S RABM AR Y
expenses 35,001 43,584
Impairment allowances for bad and RIZERREEE
doubtful debts 565 481
Research and development expenditure MEFRZ 1,453 1,733
Loss on write-off of items of property, ikl ER B
plant and equipment HEZEB 101 938
Gain on disposal of items of property, HEME BEREE
plant and equipment L=l (6) (267)
Gross and net rental income He WA LE R FE (2,052) (923)
Changes in fair value of an investment BEMEATEE
property (2,200) (600)
Foreign exchange differences, net BERER FH (1,704) (671)
Bank interest income RITFSBA (2,869) (718)
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DIRECTORS' REMUNERATION 9. EEME

Directors’ remuneration for the year, disclosed pursuant BRI AP 5 ETAR B (T EfT#R
to the Rules Governing the Listing of Securities on the A1) REARTHEHIZE 161 KRN E
Stock Exchange (the “Listing Rules”) and Section 161 of NEEMESRT:

the Hong Kong Companies Ordinance is as follows:

Group
rEE
2006 2005
—EEREF —EThHF
HK$°000 HK$°000
FET FAET
Fees we 60 -
Other emoluments: Hinp < :
Salaries, allowances and benefits e RN EY
in kind =l 3,789 4,871
Equity-settled share option expenses LARR # =2 1+ 2 B IR A B =2 240 =
Retirement benefits scheme IRIRRR AT B K
contributions 13 12
4,102 4,883
During the year, certain directors were granted share FARBARAINERESS 5 TE
options in respect of their services to the Group, under EREERANSE RN RISER AL
the share option scheme of the Company, further details B EHR IS IRERMFES2 o ER
of which are set out in note 32 to the financial 55 B BN W s R IER A B AR AE - AR
statements. The fair value of such options, which has FERF L B BT st ARNFET 5
been recognised in the income statement over the WMEMEERA CMESHERESE
vesting period, was determined as at the date of grant Ae

and the amount included in the financial statements for
the current year is included in the above directors’
remuneration disclosures.
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Notes to Financial Statements (continued)

9. DIRECTORS’ REMUNERATION (continued) 9. EEME (®)
2006 ZEBEARF
Equity-
Salaries, settled  Retirement
allowances share benefits
and benefits option scheme Total
Fees in kind expenses contributions remuneration
He UREXA
B ZBRE RIKER
ik BEWER X TEIMR BMe
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fié Fié FE7 Fié FE7
Executive directors: HITEE:
Mr. Cheng Man Tai BHREE - 1,072 78 - 1,150
Ms. Cheng Pik Ho Liza B L+ = 955 45 12 1,012
Madam Ngok Ming Chu ER%RL - 1,664 69 - 1,733
Mr. Hung Hin Kit * AL * = 98 30 1 129
- 3,789 222 13 4,024
Independent non-executive  BUIHHITEE:
directors:
Mr. Lau Siu Ki BB E 20 - 6 - 26
Mr. Lee Kwan Hung 3] 5 20 = 6 = 26
Prof. Lee TS. FREHE 20 - 6 - 26
60 - 18 - 78
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DIRECTORS’ REMUNERATION (continued) 9. EEME (®)
2005 —ETRHE
Equity-
Salaries, settled Retirement
allowances share benefits
and benefits option scheme Total
Fees in kind expenses  contributions  remuneration
Fe ABESA
AR pd - 1e RNAER
fika BWiER 53 BE 5 BwHe
HK$000 HK$000 HK$000 HK$000 HK$000
FET FET FET FET FET
Executive directors: HITEE:
Mr. Cheng Man Tai BHREE - 2,256 - - 2,256
Ms. Cheng Pik Ho Liza BEELT = 979 = 12 991
Madam Ngok Ming Chu ERGRL L - 1,636 - = 1,636
Mr. Hung Hin Kit * HEHEE * - - - - -
- 4,871 - 12 4,883

Independent non-executive  BUIHHITEE:

directors:
Mr. Lau Siu Ki SRR LE -
Mr. Lee Kwan Hung TR -
Prof. Lee TS. FREHK -

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

& Mr. Hung Hin Kit (“Mr. Hung”) was appointed as an
executive director of the Company in November 2006.
Prior to his appointment, Mr. Hung was an employee
of the Group during the years ended 31 December
2006 and 2005 and the respective remuneration
received by Mr. Hung from the Group was not included
as director’s remuneration since the services provided
by Mr. Hung to the Group were not in the capacity of a
director of the Company.

During the year, share options were granted to directors
in respect of their services to the Group, further details
of which are included in the disclosures in note 32 to the
financial statements. The fair value of such options,
which has been recognised to the income statement
over the vesting period, was determined as at the date
of grant and the amount included in the financial
statements for the current year is included in the above
directors’ remuneration disclosures.
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FIVE HIGHEST PAID INDIVIDUALS 10.

The five highest paid employees during the year included
three (2005: three) directors, details of whose
remuneration are set out in note 9 to the financial
statements above. Details of the remuneration of the
remaining two (2005: two) non-director, highest paid
employees for the year are as follows:

AEEEFAL
FARERSFALTEE=2EE (=
TERF =F) EMEFBERLEX
PSRRI - FAE ML IFE
EREHES (CTTRF ME) OF
BFEIZT :

Group

rEE
2006 2005
—EEREF —ETRHF
HK$’000 HK$°000
FET FET
Salaries, allowances and benefits in kind & 286 R EWH|E 1,699 1,875
Equity-settled share option expenses LARR =2 {5 RE AR A S 42 -

Retirement benefits scheme BRREFE IR

contributions 23 24
1,764 1,899

The number of non-director, highest paid employees
whose remuneration fell within the designated bands is
as follows:

HHEN A TERZ FEE REDFE
BABIT:

Number of employees

BB AR
2006 2005
—REAE  —FTEAF
Nil to HK$1,000,000 Z%1,000,0007% 7T 1 1
HK$1,000,001 to HK$1,500,000 1,000,001 7%
1,500,000/ 7T 1 1
2 2

During the year, share options were granted to certain
non-director, highest paid employee in respect of their
services to the Group, further details of which are
included in the disclosures in note 32 to the financial
statements. The fair value of such options, which has
been recognised in the income statement over the
vesting period, was determined as at the date of grant
and the amount included in the financial statements for
the current year is included in the above non-director,
highest paid employees’ remuneration disclosures.

FRETHRSFIESREERBEFR
AEBRENRBERBEE A
BEN M IRR M TE32E R R IR A
FLIN R B B I e R TR RO R A -
HAFHERE L RHEE st ALFE
MBEBRRNSBHA LEKSHIES
BEMEREEEA-
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TAX 11.

Hong Kong profits tax has been provided at the rate of
17.5% (2005: 17.5%) on the estimated assessable
profits arising in Hong Kong during the year. Pursuant to
relevant laws and regulations in the PRC, the Company’s
subsidiaries, Embry (China) Garments Ltd. and Embry
(Changzhou) Garments Ltd. are entitled to use of tax
rates of 15% and 27%, being the applicable tax rates
for foreign invested enterprises in the area of Shenzhen
Special Economic Zone and Changzhou, respectively. In
addition, taxes on profits assessable elsewhere have

BiIR

BHRENERIREFAGERBEL
ZIERTUS A 4217.5% (ZBZRF:
17.5%) 2 BRER{EHBAE-RIBHEEH
ERARB 2 MEA BT (FE)
REAR R RIEZFFT (FIMN) REBR
RAIATZH15% 527% 2 B2 (555
RN AR BN 2 SNE R FEA R

TRTRIE AN SR B & 575 2 B SRV 7T
M IERME 2 RITED RERE

been calculated at the rates of tax prevailing in the BlEt&E-
countries in which the Group operates, based on existing
legislation, interpretations and practices in respect
thereof.
Group
rEE
2006 2005
—EERE —ETRF
HK$’000 HK$°000
FETT FET
Group: REE:
Current — Hong Kong BNERTRIE — B 420 324
Current — Mainland China BUEAS 18 — o B K e
Charge for the year FAIE 18,357 10,483
Overprovision in prior years BEFE 2 BREE A (58) (416)
Deferred (note 30) IR (Hfat30) 1,255 326
Total tax charge for the year FEZBHIESZ Y 19,974 10,717
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TAX (continued)
A reconciliation of the tax expense appl

11.

icable to profit

before tax using the statutory rates for the regions in
which the Company and the majority of its subsidiaries

are domiciled to the tax expense at the
rates is as follows:

effective tax

BIE (&)

AR R REK B R R E 2 EE
BMERRB AR &2 HEMRL  H
EA B BIRGE 2 HIER X AR
¢

Group
rEE
2006 2005
—EERE —ETRF
HK$°000 HK$°000
FET FAET
Profit before tax AR A5t A i A 102,579 56,394
Tax at the applicable rates to profits REBBRFERRN RN
in the countries concerned ZHEAHEZBIA 31,698 19,324
Lower tax rate for specific provinces in ~ F Bl ABEIEEE D
Mainland China BIEF X (14,871) (9,946)
Adjustments in respect of current tax of ¥ A& E 2 BN E
previous years EOEEES (58) (416)
Income not subject to tax BER WA (360) (491)
Expenses not deductible for tax TR0 2 2 8,667 1,060
Tax losses utilised from previous years — EYAREAAFFEZHIBERE (5.528) =
Tax losses not recognised RIERTIREE 426 1,186
Tax charge at the Group’s effective rate R ANEE 7 B FHRTE
ZBAX 19,974 10,717
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12. RELATED PARTY TRANSACTIONS 12. EREALRS
(a) In addition to the transactions detailed elsewhere (a) W 5% 5 B 75 3 2k EL A BB (9 A st
in these financial statements, the Group had the ZR G REBRE NS 7
following material transactions with related BATHETZEARZIAT:

parties during the year:

2006 2005
—EERF —TTRF
Notes HK$'000 HK$'000
k23 FET FET
Purchases of furniture for RBHEAREE
counters and shops from TEAL K 548 2 (R fFb
related companies (i) 13,516 13,786
Rental expenses for a warehouse ~ FIAARES X 1
paid to a director of the BEZHEMAY
Company (ii) 171 180
Rental income received from a RSN
related company HE WA (iii) 85 159
Rental expenses for a director’s IHFARARES
quarter paid to a director JEZEEEHS
of the Company Fsz (iv) 300 200
Rental expenses for a director’s IHEEARZES
quarter paid to a related Chyiskaba
company (v) 90 -
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Notes to Financial Statements (continued)

SR I aE (A

31 December 2006

—TERF+-A=+—H

12.  RELATED PARTY TRANSACTIONS (continued)

(a)

(b)

(continued)
Notes:
(i) The purchases of furniture for counters and

shops from related companies controlled by a

son of a director of the Company were made

according to the terms similar to those offered
to the Group’s independent suppliers.

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

(iii) The rental income was received from a related

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

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

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

Other transaction with a related party

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

s

0] AARBESEZFESZ
B33 A RIS BB (L o 5 4
2 R b 2 15 R R
TG BB IR R
DGR

(ii) MR N2EERZH
SETE

(iii) MARBEERZFIEH 2
B A RIUE Z S WA
THARRESHEZHE
NEIELEEHMREE
EoZMERHER =T
NENA=THKI-

(iv) HeRAXNH2EERZH
MEE - ZEERHED R
ZTNFELA—BRILE-

(v) FRMESRAXIXNAR
AEFEH 2 BERR I
SEZRZTRERE %M
EHHEENR_ZTTREFL
R—B#ik-

(b) ERERETHHMBRS:
RIZZBERFAA=TH K&
B HhEETEEBMA R
108,00078 TT#TE BR B A B
(TELHEHBRAIL) TARF
—REE HERSREHN14,000
BIL-REN2REEHENS
RAZEBEEREBBEER
ZEHEMBARZ BHRERE

Eo
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12.

13.

Notes to Financial Statements (continued)

S A B e (A

31 December 2006
—ZETRE+-_A=1+—H

RELATED PARTY TRANSACTIONS (continued) 12. BHEALRS &)
(0 Compensation of key management personnel of (@) AEEXEEBEABZFHMN:
the Group:
2006 2005
—EERE —ETRE
HK$°000 HK$°000
FET FAET
Short term employee benefits 2 HE 187 8,512 10,111
Post-employment benefits BERE R A 73 70
Equity-settled share option LARR S 5 2
expenses B A A S2 433 -
Total compensation paid to key X FEEER
management personnel ABZ e 9,018 10,181
Further details of directors’ remuneration are EEMeNFBEENT B ER
included in note 9 to the financial statements. FzE9e
The directors are of the opinion that the above EERRLARGIERAEE 2 AEE
transactions were conducted in the ordinary course of SRR IR — MR SRR T
business of the Group.
The related party transactions in respect of items (a)(i) BE EHRAIE14AZ - XX E(a)i) K(a)
and (a)(ii) above also constitute continuing connected (NEME BEA TR S INBRIFERE
transactions as defined in Chapter 14A of the Listing R0
Rules.
PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF  13. ZAARE=EFEE ABERT

THE COMPANY

The consolidated profit attributable to equity holders of
the Company for the year ended 31 December 2006
includes a loss of HK$77,000 which has been dealt with
in the financial statements of the Company (note 33(b)).

HE—_ZETRE+-_A=+—HILEE
KRR EIEREH B AEILRE B B iEE
877,000 7T Z FEEE R AR T
53RE A5 8R (FI3E33(0b)) ©
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15.

Notes to Financial Statements (continued)

SR I aE (A

31 December 2006

—TERF+-A=+—H

DIVIDENDS 14 BRE
2006 2005
—EERE —ETRF
HK$’000 HK$°000
FET FET
Proposed final — HK6.0 cents per KR AR EARL B — A%
ordinary share T imAARe.0 U 24,000 =
Dividend declared and paid by the MEAREIRR
subsidiaries (Note) IR S (HfaE) - 150,000
24,000 150,000

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

Note:  The amount represents dividend declared and paid by

the Company’s subsidiaries to their then shareholders
during the year ended 31 December 2005. The rate of
dividend and the number of shares ranking for dividend
are not presented as such information is not
meaningful for the purpose of these financial
statements.

EARNINGS PER SHARE ATTRIBUTABLE TO
EQUITY HOLDERS OF THE COMPANY

The calculation of basic earnings per share is based on
the profit for the year attributable to ordinary equity
holders of the Company of HK$81,105,000 (2005:
HK$44,431,000) and the weighted average of
303,836,000 (2005: 300,000,000) ordinary shares
deemed to have been in issue during the year.

The weighted average number of shares used to
calculate the basic earnings per share for the year ended
31 December 2005 includes the pro forma issued share
capital of the Company of 300,000,000 shares,
comprising:

(i) the 1 share and 9,999,999 shares of the
Company allotted and issued at nil paid on 29
August 2006 and 25 November 2006,
respectively (notes 31(c) and 31(d)(i));

(ii) the 10,000,000 shares issued as consideration
for the acquisition of Embry Group Limited on 25
November 2006 (note 31(d)(iii)); and
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P REIR R BB BB AR RIS
ERRBFAR FibE-

B SEEHAATNBAARBES
PERE+-A=t+—BILERM
HABRE SR RS
R 25 % B BR8P AR 2
BISRAMER TA Bl 8 25
LB AR

15. ZFAFESEFEAERGERER

BREABFNZA N R L BERTE A
{5 781,105,000/ 7T (Z T F
F4F:44,431,00087T) RFAFERBE
1T M & In#E -9 £4303,836,000/%
(ZZ=ZFH%:300,000,0000%) 5t&-

BestEEE—_ZTTRF+ —_A=1—
A IEFESREABF RN NEFH
HEREARAAHEEE BHTRA
300,000,000% /%17 B2 4E -

(i) RZZBERENAZTNABER

—EERFt+—A=+tHEH
BIAZRERERETIRE

9,999,999 AR EIRE % (MIFE

31(c) %231(d)(i)) :

/»IH /»IH{ /W

23
e

(i) #£1710,000,000/% 3% 17 1 A7
—EERF+—A-t+HBUK
BEEmbry Group Limited KX (&
(BFEE31(d)ii) : &
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15.

Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
—TERF+-A=+—H

EARNINGS PER SHARE ATTRIBUTABLE TO 15.

EQUITY HOLDERS OF THE COMPANY (continued)
(iii) the capitalisation issue of 280,000,000 shares
(note 31(e)).

The weighted average number of shares used to
calculate the basic earnings per share for the year ended
31 December 2006 includes the weighted average of
3,836,000 shares issued upon the listing of the
Company’s shares on the Stock Exchange on 18
December 2006 in addition to the aforementioned
300,000,000 ordinary shares.

The calculation of diluted earnings per share for the year
ended 31 December 2006 is based on the profit
attributable to equity holders of the Company for the
year of HK$81,105,000. The weighted average number
of ordinary shares used in the calculation is the
303,836,000 ordinary shares deemed to have been in
issue during the year as used in the basic earnings per
share calculation, and the weighted average of 168,000
ordinary shares assumed to have been issued at no
consideration on the deemed exercise of all share
options outstanding during the year.

There was no potential dilutive ordinary share in
existence for the year ended 31 December 2005 and,
accordingly, no diluted earnings per share amount has
been presented.

AAREEEEAELEERER

(#&)

(iii) B AR 317280,000,000% A% 1D
(FF7E31(e)) ©

Rt EEE=SS R AF+ZA=1—
A IEFESREABF RN N
% B 4E _E3t300,000,000/% iR AL SN
MEEARTRON_EEF+=A
+\ B fEB AR P T IR B TR AR N
F19%43,836,0004%

HE-_ZZF+-_A=1t—HIEE
BREERFIRBEFARNRBERSTE
AJEAE3#7181,105,000/8 7L+ & - Mt
E TR AR T B N S EA AR ET
HEREARBFOFAREBEEITE
#80%303,836,0000% * LA R BRE& A A
RAITIEFTA MR TE R AR LA
BRITAYEBAR DI 19 20168,0008%

BE_TERF+__A=1+—HItFE
I BB B SRR B AL It
EEY|BREERTF 58
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Notes to Financial Statements (continued)

SR I aE (A

31 December 2006

—TERF+-A=+—H

16. PROPERTY, PLANT AND EQUIPMENT

16. YE-BERRE

Group £
Furniture,
Leasehold fixtures
land and Leasehold Plant and and office Motor
buildings  improvements machinery equipment vehicles Total
HELH BREER
kT HENEEE HERKE bR RE by
HK$000 HK$000 HK$000 HK$'000 HK$'000 HK$'000
FAT Fir Fir Fir Fir Fir
31 December 2006 ZEEAETZAZT-H
Cost; FRAR:
At 1 January 2006 R-F5 5-f-H 69,694 3,690 33,925 48,469 11,345 167,123
Additions E - - 1,383 4,804 1,688 1,875
Disposals e - - - - (174) (174)
Write-off i = = = (373) (219) (592)
Exchange realignment B 1,525 - 1323 1,548 283 4,679
At 31 December 2006 RZEENE+ZR
=t-A 71,219 3,690 36,631 54,448 12,323 178,311
Accumulated depreciation:  ZiHH7E:
At 1 January 2006 R-F5, 5-f-H 18,884 3,690 24,101 32,848 8,803 88,326
Provided during the year ~ FRHTERT 2,241 - 1,569 4,404 809 9,029
Disposals e - - - - (778) (774)
Write-off i - - - (294) (197) (491)
Exchange realignment 5 % 574 - 964 968 197 2,703
At 31 December 2006 RZERRETZA
=t-A 21,705 3,690 26,634 37,926 8,838 98,793
Net book value: REFE:
At 31 December 2006 RZERRETZA
=t-A 49,514 - 9,997 16,522 3,485 79,518
31 December 2005 ZERRETZA=T-H
Cost: A
At 1 January 2005 R-ZZRE-F-H 94,958 7183 33,687 45,699 10,375 191,902
Additions E = = 814 4,446 1,102 6,422
Transfer to an investment ~ BARENE
property (note 17) (Rzt17) (26,008) - - - - (26,008)
Disposals e (36) - - - (182) (218)
Write-off ik - (3493) (1,280) (2,364) (17) (7.214)
Exchange realignment 5 % 780 - 644 638 127 2,239
At 31 December 2005 RZEFERETZA
=t-A 69,694 3,690 33,925 48,469 11,345 167,123
Accumulated depreciation:  Z&HT%:
At 1 January 2005 W=EZRF—F—H 20,101 7183 22,409 30,623 8,243 88,559
Provided during the year ~ FRHERT 2,573 - 1,860 3,973 663 9,069
Transfer to an investment ~ BARENE
property (note 17) (Frzt17) (4,007) - - - - (4,007)
Disposals e (25) - = - (165) (190)
Write-off ik - (3493) (607) 2,148) (28) (6.276)
Exchange realignment B W - 439 400 90 1171
At 31 December 2005 RZEERE+-R
=t-A 18,884 3,690 24,101 32,848 8,803 88,326
Net book value: REFE:
At 31 December 2005 RZZERE+-R
=t-A 50,810 - 9,824 15,621 2,542 18,197
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Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
—TERF+-A=+—H

PROPERTY, PLANT AND EQUIPMENT (continued) 16.

The Group's leasehold land and buildings at cost
included above are held under the following lease terms:

M- -MERRE (&)
AREBRBEATHEFHIRE LA
RHBR 2 AE L3 RIETF:

Group

rEE
2006 2005
—EERE —ETRHF
HK$°000 HK$°000
FET FAET
Medium term leases in Hong Kong REE 2P EHEL 28,605 28,605
Medium term leases outside Hong Kong &/&54Mz REATHLY 39,964 38,533
Long term leases outside Hong Kong BABRIN REMELD 2,650 2,556
71,219 69,694

At the balance sheet date, the Group’s leasehold land
and buildings situated in Hong Kong with a net book
value of HK$23,409,000 (2005: HK$23,981,000) were
pledged to secure banking facilities granted to the
Group (note 27).

During the year ended 31 December 2005, certain of the
Group's leasehold land and buildings were transferred to
investment property at a fair value of HK$24,900,000
which was based on the valuation by LCH (Asia-Pacific)
Surveyors Limited, an independent professionally
qualified valuer, on an open market, existing state basis.
Accordingly, an asset revaluation reserve of
HK$2,730,000 arose, after netting with the reserve
attributable to minority interests of HK$169,000.

REER AEBNMREE MK
F{E 423,409,000/ (2T H
£:23,981,000/870) < HE T RIEF
T AR ERASEERRITHE
Z A (FI5E27) »

HE_ZZRAF+_A=+—HILF
B AEBETHEL M REFHE
24,900,000/ 7T 2 A FEMBAREY
¥ NFEDBBEELEEAERMS
ERMFILITRIZM AR A RIZ AR TS
IR B (T 2 (R E S H - - 6
DERAE RS E(E 2 169,00078 i
B E 2,730,000 T2 EEEM
R
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Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
—TERF+-A=+—H

INVESTMENT PROPERTY 17. REWH
Group
rEE
2006 2005
—EEREF —EThHF
HK$’000 HK$°000
FET FET
Carrying amount at 1 January R—A—BZEAE 25,500 =
Transfer from owner-occupied property #5582 5 A%
(note 16) (KizE16) - 24,900
Changes in fair value (notes 6 and 8) N EEE (fi6 KX8) 2,200 600
Carrying amount at 31 December R+ A=+—HZKEE 27,700 25,500

The Group’s investment property situated in Hong Kong
is held under the medium term lease and has been
pledged as security against banking facilities granted to
the Group (note 27).

The Group’s investment property was revalued on 31
December 2006 by DTZ Debenham Tie Leung Limited,
an independent professionally qualified valuer, at
HK$27,700,000 on an open market, existing state basis.
The investment property is leased to a third party under
an operating lease, further details of which are included
in note 35(a) to the financial statements.

REEZ REYELNEBIL LA HE
A -ERIREMECBIEAREE
RZIRITRE 2 HBR (HRE27) -

REBZIREYERBLEESERE
EMBERTERAIRARMSE KB
MEER-_TTF+-A=+—HAf4
{E/527,700,000/8 T %18 E W TR
Bt ATE=1 EFEER
B ERIMIFE35(@) ©
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Notes to Financial Statements (continued)

S A B e (A

31 December 2006
—TERF+-A=+—H

18. PREPAID LAND LEASE PAYMENTS 18. FEfNLIEEFIE
Group
rEE
2006 2005
—EERE —EThHF
HK$°000 HK$°000
FET FAET

Cost: B :

At 1 January n—HA—H 2,553 2,505

Additions A= 3,515 -

Exchange realignment bE 52 94 48

As 31 December R+—A=+—H 6,162 2,553
Amortisation: BN

At 1 January Kn—H—H 290 228

Recognised during the year FAER 59 58

Exchange realignment M 5 8 B 12 4

At 31 December W+ZHA=+—H 361 290
Carrying amount at 31 December R+ A=+—HZKEE 5,801 2,263
Current portion included in ATATBNFIBE RS R

prepayments, deposits and H At EUGIE 2

other receivables (note 21) BRERERt (Btat21) (60) (58)
Non-current portion SERNEREB (R 5,741 2,205

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

under medium term leases.

B S T BIARE - AERR AL
T EFIR TR B B H -

19. INVENTORIES 19. =&

Group

rEE
2006 2005
—EERE —ETRE
HK$’000 HK$°000
FETT FET
Raw materials JR#7# 17,932 30,800
Work in progress ERm 19,252 15,832
Finished goods IR an 190,785 158,436
227,969 205,068
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Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
—TERF+-A=+—H

TRADE RECEIVABLES 20.

The Group's trading terms with its customers are mainly
on credit, except for wholesalers, where payment in
advance is normally required. The credit period is
generally for a period of one month, extending up to
three months for major customers. The Group seeks to
maintain strict control over its outstanding receivables
from the sales department to minimise credit risk.
Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and the
fact that the Group’s trade receivables relate to a large
number of diversified customers, there is no significant
concentration of credit risk. Trade receivables are non-
interest-bearing.

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

B E Z R

AEETZAEEHAREPETE
B - REERBEB/ALNREE
H—RA—ER TEFFZEEHA
AT E = F o A5 B 2 35 & AR R
Bz RWGRIR LORIEE B Rk - B 4
FReH = AR E IR E AT oS _ESCPT
MR AEE 2 [RIE 5RFE R % T
ZERFPEERPABRZ MABER
BIE S 2 R W 5 BR R A

S o
B

AREBEREE R Z RWE B IRFIRE S
SRz RESIAT

Group

rEEH
2006 2005
“EEXRE —ETHF
HK$°000 HK$°000
FETT FAET
Within 90 days 90H A 33,214 21,017
91 to 180 days 91£180H 1,765 1,408
181 to 360 days 181£360H 662 297
Over 360 days 3601 1,320 862
36,961 23,584
Less: Impairment allowance B R E B (1,994) (1,365)
34,967 22,219

The carrying amounts of trade receivables approximate
to their fair values.

FEW B 5 0k 2 R {E B EL A P E 4
s
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22.

Notes to Financial Statements (continued)

S A B e (A

31 December 2006

—TERF+-A=+—H

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

21. FHEAFE-RERHMEKRFE

Group Company
rEE ¥ NN
2006 2005 2006
—EBEREF —ETHF —EERE
HK$°000 HK$°000 HK$’000
FETT FET FET

Prepaid land lease payments TEfS T EFRIE
(note 18) (Kiz#18) 60 58 -
Prepayments TERT IR 2,845 2,559 -
Deposits and other receivables &% & E 4th e Ug 3008 11,141 8,285 590
14,046 10,902 590

The carrying amounts of prepayments, deposits and
other receivables approximate to their fair values.

INTERESTS IN SUBSIDIARIES
Company

TEN R R K B A e WK IR 2 R E
BERARNFEES.

22. REEBATNER
b YN

2006
—FEXE
HK$°000
FHT

Unlisted investments, at cost RETIRE LKA
Due from a subsidiary FEUS BB A RIFRIE

The amount due from a subsidiary is unsecured, interest-
free and not expected to be settled within the next
twelve months from the balance sheet date. The carrying
amount of the amount due from a subsidiary
approximates its fair value.
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381,448
18,907

400,355

RSHE A FREAEER 8RB
R EN R E B R ER I 2 B 1
fet o FEURIH B 2 R RORM R E (SR 2
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Notes to Financial Statements (continued)

S A B e (A

31 December 2006
—TERF+-A=+—H

22.  INTERESTS IN SUBSIDIARIES (continued) 22. RHBEARKEZR (&)

Particulars of subsidiaries are as follows: MEARBFFIET:

Issued
and fully Percentage
paid share/ of equity
Place of registered  attributable to
incorporation capital the Company
or registration ERITR A7 Principal

Name B E, HBERE FE{EREZ  activities

=18 & 3t EER TS BAlk EEEK

Changzhou Embry PRC RMB20,000,000 100 Property
Development Limited A AR #20,000,0007T investment
("CZ Embry MERE
Development”)**

BMLHFZEREBR AR
(MEMELHFER]) **

Embry (Changzhou) PRC RMB11,600,000 100 Manufacture
Garments Ltd. 2] AR#11,600,0007T and trading
("Embry CZ")** of ladies’

ZHIS (BM) AR brassieres,
BRAA] panties,
(TRFZEM]) ** swimwears

and sleepwears
2% 1 ] 4
KIR B X

Embry (China) Garments Ltd. PRC HK$11,000,000 100 Manufacture
("Embry SZ")** i 11,000,000/ 7T and trading
RS (R E) AR of ladies’
ARAHA brassieres,
(T=FF %) * panties,

swimwears
and sleepwears
2% - i
KK R BE 7K

Embry (H.K.) Limited Hong Kong Ordinary 100 Trading of ladies’
(“Embry HK") s> HK$45,000 brassieres,
TR (BHE) BRAA * Non-voting panties,
(I=2FFEBRBE]) deferred swimwears

HK$4,500,000 and sleepwears
=Rl BEEztE-
45,0007 7T R4 kIR
I RE NEER
IRAERR
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Notes to Financial Statements (continued)

S A B e (A

31 December 2006
—TERF+-A=+—H

22. INTERESTS IN SUBSIDIARIES (continued) 22. RAMBATNER (&)
Particulars of subsidiaries are as follows:(continued) MBARMFIBNT: (&)
Issued
and fully Percentage
paid share/ of equity
Place of registered  attributable to
incorporation capital the Company
or registration ERITR A7 Principal
Name B E, HBERE FE{EREZ  activities
=18 & 3t B EER TS Bolk FEER
Embry (Macau) Fashion Macau MOP100,000 100 Trading of ladies’
Company Limited JRPY 100,000 P9 & brassieres,
(Embry (Macau) panties,
Pronto A Vestir, swimwears
Limitada) and sleepwears
BEEZE-
A& ~ K 1K
R
Embry (Shandong) PRC US$2,007,181 100 Manufacture
Garments Limited 2] 2,007,181%7T and trading
("Embry SD")** of ladies’
ZFF5 (IWE) AR brassieres,
ARAHA panties,
([&ZFFFILE]) * swimwears,
and sleepwears
but not yet
commenced
business
BlEREERE
KX BT - e
EENGEIEE
Embry Development BVI US$1 100 Investment
Limited KBRS 1357T holding
WA
Embry Garments Limited BVI US$1 100 Investment
KBRS 1357T holding
WA
Embry Group Limited BVI Us$472 100 Investment
("EGL") KBRS 472%FTT holding
REERR
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Notes to Financial Statements (continued)

SR I aE (A

31 December 2006

—TERF+-A=+—H

INTERESTS IN SUBSIDIARIES (continued) 22. RAMBATNER (&)
Particulars of subsidiaries are as follows:(continued) MBARMFIBNT: (&)
Issued
and fully Percentage
paid share/ of equity
Place of registered  attributable to
incorporation capital the Company
or registration ERITR A7 Principal
Name B E, BERSG FE{LHEZE  activities
8 4t B AR A Bolk FEER
Gallin Investments Limited Hong Kong HK$2 100 Investment
B 27T holding
REERR
Prime Force Advertising Hong Kong HK$20 100 Property
Limited B 20787 investment
MERE
Whistleblower Limited BVI UsS$1 100 Holding of
EEELEHS 1357T trademarks
FA R

* %

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

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

Except for EGL, all of the above subsidiaries are indirectly
held by the Company.

* %k

12 22 IR FIE IR 3 [T AR B YL ER R B

(R L F] 75 & & 7] R B 1 4 Fi| 18 18
1,000,000,000,000,%& 7T &9 1] 81 1L F /&
oM REIRERAE _ERERIRERIFH
HYE500,000,000,000,000;% 7T iR [6] iR 2%
BIE (] B o

EMZFIF T LA F B ZFF R
YR 2 F1 57 1 RAGR 15 0 B A B 1 A3
2 EE-

BREGLIN EAFEMB A RISRAAE
BEFE-

EMBRY HOLDINGS LIMITED &Hi5¥A A 7 118 2006 ANNUAL REPORT ZZEANFEHER



Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
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23. CASH AND CASH EQUIVALENTS 23. HERBESZEY
Group Company
REH NN
2006 2005 2006
—EERE —ETHF —EEXREF
HK$°000 HK$°000 HK$’000
FET FET FET
Cash and bank balances e RIRTTAE R 87,891 45,484 137
Time deposits TE Bt K 343,334 4,026 316,308
431,225 49,510 316,445

At the balance sheet date, the cash and bank balances
of the Group denominated in Renminbi (“RMB")
amounted to HK$79,422,000 (2005: HK$40,389,000).
The RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement,
Sale and Payment of Foreign Exchange Regulations, the
Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign
exchange business.

Cash at banks earns interest at floating rates based on
daily bank deposit rates. Short term time deposits are
made for approximately one week on average
depending on the immediate cash requirements of the
Group, and earn interest at the respective short term
time deposit rates. The carrying amounts of the cash and
cash equivalents and the time deposits approximate to
their fair values.

FEEREEAUAARENEZRER
$R1T4E 542 579,422,000/8 L (T T H
£ :40,389,000/87T) - ARKEZ AT B
HEBRAHMER HREFREARK
FEINE B IR - LA K2 4508 - S5 R+
EEERTE AEEEESRERIEE
TINER %K 2 IRITIHARB XA
HhEHo

ROTEFRBEEERTERMNXREE 2
FBN R B - EHERTERAE RN
H—EH BIAEEERZRSHFR
i 5E » WA B8 2 52 B 8 BA1F AR A =5+
BREMREEBMARERFRZ
FREEEE AT ERE-
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Notes to Financial Statements (continued)

S A B e (A

31 December 2006
—TERF+-A=+—H

TRADE AND BILLS PAYABLES 24, ENEZRIRENSEE
An aged analysis of the Group’s trade and bills payables
as at the balance sheet date, based on the invoice date, AREBRLGEE B 2 ENE SR RER
is as follows: SEREBEZAMZERROTAT:
Group
rEE
2006 2005
—EERE —ETHF
HK$°000 HK$°000
FET FAET
Within 90 days 90H N 21,040 36,933
91 to 180 days 91£180H 2,066 1,992
181 to 360 days 181£360H 826 575
Over 360 days 360A % 1,351 1,449
25,283 40,949
The trade payables are non-interest-bearing and are FERTE SRR AT B —MRMN30290
normally settled on 30 to 90 days terms. The carrying AALEB-ENEZERRENREY
amounts of trade and bills payables approximate to their FREEEEAFEES-
fair values.
OTHER PAYABLES AND ACCRUALS 25. HtEARERERE
Group Company
rEH AT
2006 2005 2006
—BEARE —TETREF ZEERE
HK$'000 HK$'000 HK$’000
FET FET FET
Other payables H A fERTEIR 33,100 12,496 =
Accruals et FRIE 17,751 14,145 4,365
50,851 26,641 4,365
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26.

Notes to Financial Statements (continued)

S A B e (A

31 December 2006
—TERF+-A=+—H

OTHER PAYABLES AND ACCRUALS (continued) 25. HtENROERETRE (@)
As at 31 December 2006, included in the other payables HEZZT R FTA=1+—H HfM
amounting to RMB 16,631,000 (approximately FERFIEBIE - AR¥16,631,0007T
HK$16,581,000) (2005: Nil) was the subsidy received (#916,581,000%7T) (ZEZERHF:F)
from the People’s Government of Zhanggiu, Shandong ZBYHIE RREILREEFTAR
Province, the PRC, for the construction cost of the basic BT A S B R  B L BRA 2 Bk
infrastructure to be incurred by the Group in Shandong MBFTEE A SRR AN M iR (2 )R R o
Province, the PRC.
Other payables are non-interest-bearing, and except for EMEMNFRIEAR L b X FIRK
the government subsidy stated above have an average FFRRRIN —RRAREA A AR = (B A - K fh fE
term of three months. The carrying amounts of other RRIE R BT FIA 2 BREEEE A TE
payables and accruals approximate to their fair values. HBHE-
INTEREST-BEARING BANK LOANS, SECURED 26. FFESRTEXR BEA
Group
rEE
Maturity 2006 2005
EH A —EBEREF —EThHF
HK$°000 HK$°000
FET FAET
Current BIHA
Trust receipt loan SEUBUEER - 332
Bank loan RITEK 2007
—TELEF 4,242 3,735
4,242 4,067
Non-current FEENHR
Bank loan RITERN 2008 to 2012
—ET)N\FE
—E—_—F 20,228 24,108
24,470 28,175
Analysed into: DT
Bank loans and trust receipt ERHRTTER K
loan repayable: EREBEER:
Within one year —FR 4,242 4,067
In the second year FoE 4,151 3,940
In the third to fifth years, FE=EFRF
inclusive (BRERMF) 16,077 13,172
Beyond five years & - 6,996
24,470 28,175
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27.

28.

Notes to Financial Statements (continued)

SR I aE (A

31 December 2006

—TERF+-A=+—H

INTEREST-BEARING BANK LOANS, SECURED
(continued)

The effective interest rate of the Group’s bank loan is
Hong Kong Dollar Prime Lending Rate minus 2.125%
and trust receipt loan bears interest at 0.25% above the
Hong Kong Dollar Prime Lending Rate per annum are
denominated in Hong Kong dollars.

The bank loans do not bear interest at fixed rate, so the
fair value of non-current bank loan is not materially
different from its book value.

BANKING FACILITIES

As at 31 December 2006, the Group’s general banking
facilities are secured by the first legal charges on certain
medium term leasehold land and buildings and
investment property owned by the Group (notes 16 and
17).

DUE TO A MINORITY SHAREHOLDER

As at 31 December 2005, the Group has not yet settled
the dividend of HK$3,810,000 declared to a minority
shareholder of a subsidiary, who is also a director of the
Company. The amount was unsecured, interest-free and
was fully settled during the year ended 31 December
2006.

26.

27.

28.

SFERITER BER (@)

AEERTERNERNERETRE
BREEEFERF2.125E FE0EER
A T REEBEFNEN0.25E5
B ABTTHIE

RITE R FE LA B E M KRGS BERD
HRTER 2 ATVERERREYES
RERo

RITEE
REZBERFE+_RA=1T—H &5H
2 RERITRE CEARAAEEES
ZETHRESHEE T MIEFRIGCEME
ZE—FERT (E16Kk17)

BN—R > RRRE
REZEZRFE+_RA=+—H &~5H
HWABRERKE AR —BIDHBRE
(BB RRAIZES) SR KA
3,810,000/ T B FFIA R EER £
BUEREEZTE A AF+A=1—
HILFERFE-
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29.

30.

Notes to Financial Statements (continued)

DEFERRED LIABILITIES

Deferred liabilities represent the estimated provision in
respect of long service payments which may become
payable in the future under the Hong Kong Employment

S A B e (A

31 December 2006
—TERF+-A=+—H

29. EEE&E

BERERREREE
T2 hEH R REIRG & A e AR
ERERBIENIZERNASE 2 FEMN

B & B R HIARTS

Ordinance to employees in proportion to their periods of MiEE X T
services with the Group up to the balance sheet date.
Group
rEE
2006 2005
—EERE —ETRE
HK$°000 HK$'000
FET FET
At 1 January mn—ARA—H 4,622 5,614
Write-back for the year (note 8) F & 2 # 1l (Kf7E8) (854) (735)
Payments during the year FE MR (373) (257)
At 31 December W+=ZA=+—H 3,395 4,622
DEFERRED TAX LIABILITIES 30. EEHREAE
Group rEH
Revaluation Accelerated
of tax
a property  depreciation Total
DR B IE
L/ EERE e et
HK$°000 HK$°000 HK$'000
F#ET F#ET FET
At 1 January 2005 R_EERF—H—H - 66 66
Deferred tax charged to FNEEESARHE
the asset revaluation kg 2 EIEFR IR
reserve during the year 203 - 203
Deferred tax charged to the FANEWEEFIBR 2
income statement during RIERIIR (Mrat11)
the year (note 11) 42 284 326
At 31 December 2005 RZZETHF
and 1 January 2006 +=—A=+—HBHK
—EERF—A—H 245 350 595
Deferred tax charged to the FANE IR
income statement during 2 IRIERIE
the year (note 11) (Htaz11) 752 503 1,255
At 31 December 2006 RZZETRF
+=ZA=+—H 997 853 1,850
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31.

Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
—TERF+-A=+—H

DEFERRED TAX LIABILITIES (continued) 30.

The Group has tax losses arising in Hong Kong of
approximately HK$ 14,035,000 (2005: HK$45,809,000)
that are available indefinitely for offsetting against future
taxable profits of the company in which the losses arose.
Deferred tax assets have not been recognised in respect
of these losses as the aforesaid company has not
generated assessable profits for some time.

At 31 December 2006, there was no significant
unrecognised deferred tax liability (2005: Nil) for taxes
that would be payable on the unremitted earnings of
certain of the Group’s subsidiaries as the Group has no
liability to additional tax should such amounts be
remitted.

EESEEE (&)
AEBRESHKEEBARBEBZ
TRIEE1814,035,0008 T (Z T H
£ :45,809,000/7T) A f8 BR HA A A #E 8
SRS BB E 2 A B AR R ERT R
Flo A LA RIE B —ERFRHEIAR B8k
1S ER B ) - B 4B L B B S 1R RERR
BT IE B E

R_BEXF+-_A=+—H0 #BEL
{a] A ZNER (@175 THT /8 A ) 2 AR DE S &R
EEA 2 FENFIR T R E AR HERIERAE
MIEAE (CESRF &)  FERAAME
ZERRRE L AS BN F AR
TIEZ BEffe

SHARE CAPITAL 31. &N
2006
—EEXRF
HK$'000
FET
Authorised: JETE
1,000,000,000 ordinary shares 1,000,000,000% & X E1E0.01E 7T
of HK$0.01 each EoR=g=liy 10,000
Issued and fully paid: BRETRARE:
400,000,000 ordinary shares 400,000,0008% =& EI{E£0.015 7T
of HK$0.01 each EoR=g=li 4,000
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Notes to Financial Statements (continued)

SR I aE (A

31 December 2006
—TERF+-A=+—H

SHARE CAPITAL (continued) 31. BAER#E)
The following changes in the Company’s authorised and RRARHNEE RBBITRARZZZENR
issued share capital took place during the period from FNAZ+NA GERKZBE) £2=F
29 August 2006 (date of incorporation) to 31 December TARF+ZA=+—RAIESEEBENT
2006: BE):
Number of Nominal
ordinary value of
shares of ordinary
HK$0.01 each share
EREE0.01 ZRRKREE
Notes BTHEBEREE HK$°000
HizE FET
Authorised: ERE:
Upon incorporation AREM A Sz B (a) 10,000,000 100
Increase in authorised share VATERRASIE AN
capital (b) 990,000,000 9,900
As at 31 December 2006 MZZEERF
+=—A=+—H 1,000,000,000 10,000
Issued: 2E1T:
Allotted and issued at nil paid ~ ¥EARZAE KA AL EE RETT (©) 1 =
On acquisition of EGL U HEEGLEF
— allotted and issued at nil paid — — & ARBAL TR = @)(i) 9,999,999 -
Bl 2% }2 31T
— nil paid shares credited — R ARR
as fully paid HIVERLZ ()(ii) = 100
— consideration shares issued —BEETRERR (d)(iii) 10,000,000 100
Capitalisation issue credited FEARR B B R A
as fully paid conditional on FRRALBEITHRG
the share premium account i IR ERRAIER T
of the Company being credited &AL E1T AR
as a result of the issue of FER R
the new shares to the public (e) 280,000,000 -
Pro forma share capital as RZZEZTREF
at 31 December 2005 +=—RA=+—~H
EONEEAIEN 300,000,000 200
Capitalisation of the share iR R ERE T E AR
premium account as set out
above (e) - 2,800
New issue of shares TR (f) 100,000,000 1,000
As at 31 December 2006 RZZTTRF
+=-A=+— 400,000,000 4,000
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Notes to I'inancial Statements (continued)

SR I aE (A

31 December 2006

—TERF+-A=+—H

31. SHARE CAPITAL (continued)

Notes:

(a)

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

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

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

Pursuant to the resolutions passed on 25 November
2006 and the Group Reorganisation,

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

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

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

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

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

31.

R (&)

Biaz:
(a)

AR BIFEM AR SRS AR BLAE AR
78 £100,00075 7T+ 9 /410,000,000
B S A% E (E0.0178 TR AR

BE-—TERF+—A=-+HARE
BE R R KD R
990,000,000/% FAREI(ED.0 178 TTHY
B&19 #5572 A% 2N /3 100,000/ T 1%
$N1Z10,000,0005 7T

RZZEZRFNA=Z+NAB 1KE
fB0.01 B TR IR D IR AR AR TR 7 =
T UABC B ] 31 T o R D E /& 40T 32(d)
(AT A BRZ 1SR 2 o

BE-_ZZRF+—A-+HARA
BHORFA R EEEE

(i) 9,999,999/% F fXHE{H0.01
BITHIR D IR AR K A
HECEE R EETT R D E B0
R 32(d) i) Bt A BR B VESR
Eo

(i) SRR BT RNENAZ
+THEBR-ZZEERE+—
A=+H B EX(c) &(d)
(VRRBA KT it — 2
Bes RETHT RE
9,999,999 % F A& HE{E0.01
BITHRMDEEEEAR
PIVERR : &

(iii) 10,000,0000% & K &
0.01B TR RMEIRE
BEIERR (EARERR
HURBBEGLI 2 PR TR
Ko

BE_ZENF+_AtTHNEBRA
KRB R B RERMDRERANAE
2,800,000 8 L) FRIAREFTEE A [A)
—EERF+—A-+HARIAK
A AR IR 4 R0 & 3R A AR SR (IR 1
EEBORRILAERE RE1TE H
280,000,000/% FARE(EO.018 TR
HEARIIERENARRERG B
BARCEE ) B AL TE N S FTafil BY
AR ERBRBEERRARAL
BTG T BB AR D R ERR A AT
HERMIEN TIRREEE -

MAARBEREHREEMS
100,000,000/% & AXEEO.0 178 TTHY
Bt 12 % 3.6278 TT N B T LA S
17 LA ER 4835 & X f8362,000,000
BITHIBRFAZ AL - ZERONR_F
EXRFE+Z A+ N\BERBIAE

=
BFo
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SR I E (A

31st December 2006
—EERF+ZRA=1+—H

SHARE OPTION SCHEMES 32.

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

Pre-IPO Scheme

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

The offer of a grant of share options under the Pre-IPO
Scheme (the “Pre-IPO Share Options”) may be accepted
not later than the earlier of 21 days from the date of
offer or 28 November 2006, upon payment of a nominal
consideration of HK$1 in total by the grantee. The
exercise period of the Pre-IPO Share Options is
determinable by the directors, which period may
commence from the date of the offer of the Pre-IPO
Share Options, and ends on a date which is not later
than ten years from the date of the offer of the Pre-IPO
Share Options or the expiry date of the Pre-IPO Scheme,
if earlier.

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

There is no individual limit under the Pre-IPO Scheme. No
further option can be granted under the Pre-IPO
Scheme.

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

B E
ARABR_TERF+—A-+HBRK
AR AFEERBERE B[ ERA
FEEATBAERT ) RN T RF
T AT N\ BB B[R0
FHEl) - REAKERKI L BRI
REARZEERHSBREE-

BARRFHZEEREREE)
BRAFRBEEMBRET NG ERS
HERE)ARR EEMHERRR
P& AR E R 2 B R EBE 8 (i)
AR E EEAE AR SKARE AR
METESAERAEF(BRBILIFNT
5 (IAARIESRRBENGEY
AREEIE R ERARAR BB AR
R EME R EAEAA(EERHE
ftb75 ) - AR AT AR Fiv)d £t
FOEGIVEFMLN—BHSHREERS
HEZERGNEMAR-

RIEEXAREE R ERE SR T
B[ E R AR E R BAGE] )23
ANER AR E R%E) i Afg—
TEREFE+— A+ /\BE21HRA
AERAXMNE KB THRBARER
Mo BRAFHEERBRENITER
EFEET ZHRXBERAREER
BREREER AR EEERAM
HEMBREEZEREE BTN
THEIERBERAREBESABERESE
mZ BIEUAREESE)

BRAREENBRENTTEEHRES
BE BN SERARRIROEE-

EPANGE R Sy N EE S EI N
TIRE BEBREARIBEERAME
SRR B

BRARESABREL N TRA A
I SN SNl E S0k D
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31st December 2006
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SHARE OPTION SCHEMES (continued)

Share Option Scheme

Eligible participants of the Share Option Scheme include,
(i) any employee (whether full time or part time,
including directors but excluding any non-executive
director) of the Company, its subsidiaries or invested
entity; (i) any non-executive directors (including
independent non-executive directors) of the Company,
its subsidiaries or invested entity; (iii) any supplier or
customer of the Group or any invested entity; (iv) any
person or entity that provides research, development or
other technological support to the Group or any invested
entity; (v) any shareholder of any member of the Group
or any invested entity or any holder of any securities
issued by any member of the Group or any invested
entity; (vi) any advisor (professional or otherwise) or
consultant to any area of business or business
development of the Group or any invested entity; (vii)
any other group or classes of participants who have
contributed or may contribute by way of joint venture,
business alliance or other business arrangement to the
development and growth of the Group; and (viii) any
company wholly owned by one or more eligible
participants as referred to in (i) to (vii) above. The Share
Option Scheme became effective on 18 December 2006
and, unless otherwise cancelled or amended, will remain
in force for a period of ten years to 17 December 2016.

The maximum number of shares to be issued upon the
exercise of all outstanding options granted and yet to be
granted under the Share Option Scheme and any other
share option scheme of the Group must not in
aggregate exceed 30% of the shares of the Company in
issue at any time. The maximum number of shares
issuable under share options to each eligible participant
in the Share Option Scheme within any 12-month
period, is limited to 1% of the shares of the Company in
issue at any time. Any further grant of share options in
excess of this limit is subject to shareholders” approval in
a general meeting. Share options granted to a director,
chief executive or substantial shareholder of the
Company, or to any of their associates, are subject to
approval in advance by the independent non-executive
directors of the Company.
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P BERARIMEMIFATES (BREE
TIHITES) (iINAEBEFMKER
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(VA RAREBHAEATRE A FEE
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B BB IRBERNE RS H AR
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ESvi Rt 3 Ee M A SE Y
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—RAEEREERSREREREENE
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AR ER T FE T R"Ft =
HTtBe

RITERIERE IR S AN R B E M E
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gt 8l e BB S RER L BRER %
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Notes to Financial Statements (continued)
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31st December 2006
—EERF+ZRA=1+—H

SHARE OPTION SCHEMES (continued) 32.

Share Option Scheme (continued)

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

As at the balance sheet date and the date of the
approval of these financial statements, the total number
of shares which may be issued upon the exercise of the
options which may be granted under the Share Option
Scheme is 40,000,000, representing 10% of the shares
of the Company in issue as at those dates.

The offer of a grant of share options may be accepted
within 21 days from the date of offer, upon payment of
a nominal consideration of HK$1 in total by the grantee.
The exercise period of the share options granted is
determinable by the directors, which period may
commence from the date of the offer of the share
options, and ends on a date which is not later than ten
years from the date of the offer of the share options or
the expiry date of the Share Option Scheme, if earlier.

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

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

B E (©)

FEAR1ERTZ ()

LS i EfAT+ =18 A BB A A4 A &
FERR B IERTEF MRS
BN TR E AR BiE AR
AE] R 2 31 TAR 10 0.1 % (IR IBA
ARG RE L BB ETER)
4R {EBHE5,000,0007 7T * BIIZE AR SR
RERAREHELSAIE FAEE.

REE R RILEZ ST HHRE2EH
E 1 TEAR IR A A ST 21 AT eI MO RE AR
EmMATETRODEAEZTEZ A
40,000,000/% (h AR RIRZERHE
IR 210% ©

AR AR IR B AR B T 21
BAXNRBARBIUBTAKANER
B BRETTERERET %M
Mk BB ER N DR SR
RfERER L E R TR+ F LK
B AR B IFAREE H2E) o

BRETEEHEFET ETNFER
TH&BE ()VARBRMREZRR D
BREE BB NE B RERTR
HWTE: (i) A AR NBEZEZR
HE R IEAEEEABMERRER
PR U & k(i) AN R Rl A A9
[Ei=E

R AR Y SRR T 15 AR AR B3
RIEERAE LIRER-
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31st December 2006
—EERF+ZRA=1+—H

SHARE OPTION SCHEMES (continued) 32. B E (#@)
Set out below are the outstanding Pre-IPO Share Options ARESIR =T NF+ZA=1+—H
as at 31 December 2006: MR TIE B XA F B E AT ARAE :
Number of share options
EREZA
Cancelled At 31
Name or or December
category of Granted apsed Exercised 2006 Date of Exercise Exercise
participant Upon during during during i grant of period of price of
28% incorporation  the period  the period theperiod ~ Z3EXE share options share options* ~ share options’
#Eg B i B 2R BhE BRE BhRE
LE] REIK BE ERAAN BfTfE Eqr=1 RiLAH s itid-
HKS
AT
Executive directors
HTES
Mr. Cheng Man Tai - 873,000 - - 873,000 25 November 2006 18 December 2007 to 1.81
it “ETRE 17 December 2011
L il ERtE
TZATNEZ
3%
tZAttA
Ms. Cheng Pik Ho Liza - 500,000 - - 500,000 25November 2006 18 December 2007 to 181
g2Eat S 17 Decernber 2011
+-F=t1H “E%tE
TZATNEZ
3%
tZAttA
Madam Ngok Ming Chu - 773,000 - - 773000 25 November 2006 18 December 2007 to 1.81
itikye S 17 Decernber 2011
L il ERtE
TZATNEZ
3%
TZA+tA
Mr. Hung Hin Kit - 332,000 - - 332,000 25 November 2006 18 December 2007 to 1.81
HEfss o 17 Decerber 2011
+-A=+%A TTLE
TZATNEZ
3%
TZA+tA
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Notes to Financial Statements (continued)

SR I E (A

31st December 2006

—TERF+-A=+—H

SHARE OPTION SCHEMES (continued) 32. B E (©)
Number of share options
BREHE
Cancelled At31
Name or or December Exercise Exercise
category of Granted lapsed Exercised 2006 Date of period of price of
participant Upon during during during i grant of share options*  share options *
s52 incorporation  theperiod  theperiod  theperiod = ZEEAE share options
%23, RiEf T LGS B 12 e BiE BiE
£l Rk Rl AN Bfff  =t-A RILAH 8" @
HKS
AT
Independent non-executive
directors
BUkHfES
Mr. Lau Siu Ki - 68,000 - - 68,000 25 November 2006 18 December 2007 to 181
HRERE “ESRE 17 December 2011
t-A=t2A ERtE
+ZA+/N\RE
%
tZATtA
Mr. Lee Kwan Hung - 68,000 - - 68,000 25 November 2006 18 December 2007 to 1.81
ik “ZERE 17 December 2011
+-F=t1H “E%tE
+ZAT/N\RE
%
tZAttA
Prof. Lee TS. - 68,000 - - 68,000 25 November 2006 18 December 2007 to 1.81
SREHR “ZERE 17 December 2011
t-A=t2A ERtE
+ZAT/N\RE
%
TZA+tA
Other employees
EftES
In aggregate - 3,828,000 - - 3,828,000 25November 2006 18 December 2007 to 1.81
&t “ETRE 17 December 2011
t-A=t%A Z33tE
+ZAt/N\RE
3%
TZA+tA
- 6510000 = - 6510000

2
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32.

Notes to Financial Statements (continued)

SR I E (A

31st December 2006

—TERF+-A=+—H

SHARE OPTION SCHEMES (continued)

As at 31 December 2006, no share options have been
granted under the Share Option Scheme since its
adoption.

Notes to the reconciliation of share options outstanding
during the year:

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

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

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

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

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

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

The fair value of the Pre-IPO Share Options granted
during the period was estimated at approximately
HK$13,525,000, of which the Company recognised a
share option expense of HK$584,000 during the period
ended 31 December 2006.

EMBRY HOLDINGS LIMITED Z#iFF#BARAR 1?)2

32. BRERE(®
R-ZZRF+-_A=+—8 BN
R IS AE ST 21 RE A 4 I L AR B (R AT BB AR
o

FRBEITEINBI AR BIARMT

* B RN R EFIBRAEIL A T2
FEBTEREA:

= ZEFERIER25% 5K =
EELEFEF—F1NAE
B 1TEE—TT+F+
—AFNHE-_ZE—%F
+=A1+tH:

= ZEFERIER25% 5K =
EENF+ A+ /N\HEF
B 1TEHE—TTNF+
—AFNHE-_ZE——%F
+=A1+tH:

= ZEREIRIERI25% R =
EENEF=A+NEE
B TR —TFAF1
—A+NHE=F—F
+=ZA+EHE

= L EIERIERR T H925% 19
R-ZFE—ZFF+ A+
HHB TR —F—%
F+ZHTNAE=ZZF—

—F{+=F+tH-
8 B BER AT ERERIERTTE

(B AR (B3 628 TTHI50% » 1
RENERHATAR AL AR A H
MBI E B e 2o

BRI ERAFREREREN D
FAEfh 5T A4913,525,000/8 7T AR A
REREBEZZTEF+A=1—H
L BRI R A AR A 1 52 584,000/ TT o

2006 ANNUAL REPORT  ZZFRNFEH



32.

Notes to Financial Statements (continued)

SR I E (A

31st December 2006
—EERF+ZRA=1+—H

SHARE OPTION SCHEMES (continued)

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

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

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

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

At the balance sheet date, the Company had
outstanding Pre-IPO Share Options for the subscription
of 6,510,000 shares under the Pre-IPO Share Option
Scheme. The exercise in full of the Pre-IPO Share Options
would, under the present capital structure of the
Company, result in the issue of 6,510,000 additional
ordinary shares of the Company and additional share
capital of HK$65,100 and share premium account of
HK$11,718,000 (before issue expenses).

At the date of approval of these financial statements,
the Company had 6,442,000 Pre-IPO Share Options
outstanding under the Pre-IPO Share Option Scheme,
which represented approximately 1.6% of the issued
share capital of the Company as at that date.

32.

BRETE (@)
HAMREERARESHBRENA
FETIE R ZBARAR R B T
et WEF RZEERERBROSF
R A& TRINEABE_FTRF
TZA=1T— R R ERZEAD
UNEIEE

1% 22 (%) 0
T8 BRI 1R (%) 49
f [ B 1 2= (%) 3.8
RETEERERRRD) 3

R RRERE AR E B
R+ 27 — AR AT B R 07T (4
2 TR R BRI L R R A A R
RABBEHE TR AR B ER
THo

SHEAFEESEES AR MAR B
BEE-

REEH AR RREE RN AFREER
RS BIIR EM M AR TERN B X AR
B E R IRE N 2R86,510,000 8 A7 o
RIRE R AR EER AR FIREAIRA
R EEITEZEE XA AHABERNRE
RS 1% B B 25 776,510,000i% AN A &) 58
HNE AR LA K BB SR AN65, 10075 7T M A%
DE(ERR11,718,00058 JT(F0R 2517 FF
XAl °

RZERHRREMERD AR RR
BE X ARSI BT SIFTETR
MATENERARBEENERES
6,442,00005 (5N ARIAE HE Z1TAR
ZN491.6% ©
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Notes to Financial Statements (continued)

SR I E (A

31st December 2006

—TERF+-A=+—H

33. RESERVES

(a)

Group

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

The contributed surplus of the Group represents
(i) the difference between the nominal value of
the shares of the subsidiaries acquired pursuant
to the reorganisation of certain members of the
Group which took place on 31 December 1992,
over the nominal value of EGL's shares issued in
exchange therefor; (ii) the premium arising from
the issues by EGL for settlement of the amount
due to the ultimate holding company of
HK$15,841,000; (iii) the premium arising from
the acquisition of Embry HK from the minority
shareholders of HK$5,000,000; and (iv) the
excess of the nominal value of the share capital
of the subsidiaries acquired pursuant to the
Group Reorganisation, over the nominal value of
the share capital of the Company issued in
exchange therefor and the then existing
10,000,000 shares of HK$0.01 each credited as
fully paid at par.

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

The Group applied the transitional provision of
HKFRS 3 which permits goodwill in respect of
acquisitions which occurred prior to 1 January
2001, to remain eliminated against the
consolidated reserves. The amount of goodwill
remaining in consolidated reserves, arising from
the acquisition of subsidiaries prior to 1 January
2001, was stated at cost, which is amounted to
HK$3,168,000 as at 31 December 2006 (2005:
HK$3,168,000).

2
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33. &
(a) rEH
REERBEFEARAQRFES
HUARESSHE R BEHREA

A REDE.

REEBEHEBIENRIBZEAR
—Ah=ZE+=ZA=+—8BWK
BAEEETHRE AR ZEMK
B AR5 K EE B L 1E
BARATEITEGL (D I {E =
B (INEGLBLE B R R AL
N E)FRIE15,841,0007 T i #E
ITBTEARRE: (M DEHR
RIKEBL RS BEMEELRE
5,000,000/ 7T R(v)IRIEEE
EHRENBARMRAE
BEREANEEREITUES
R AN E B K 3010 A R 4%
mE ARSI EHZED
10,000,000% & FEI1E0.0 1%
TCHI AR ©

REBHBEBEANBBRN AR
B BB BB 2 B 7R #8
HET B2 RS (0
B)FE RBRAE B A 20 Ik AT 8
BRECEBRIEZERKEES
ABTRDIK) - BENEER
TREMBARNESTSHE
TTRIEE-

REECHBARAMEREE
B3R BB MG ARF =
T —F— A —HAETRE
FREER R BERF G S FHE
¥ RE NG REAE
T —F— A —HAKRENB
NAEEEN B S IR A
B RZZZEANF+ZA=1—
H /43,168,000 (TR
F:3,168,000787T) °
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Notes to Financial Statements (continued)

SR I E (A

31st December 2006
—EERF+ZRA=1+—H

33. RESERVES (continued) 33. f&fE (&)
(b) Company (b) VNN |
Share Share
premium  Contributed option Accumulated
account surplus reserve losses Total
R EER BARY BRERG ZitEE @zt
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Wit TET TET TET T T
Upon incorporation JiRa AL _ _ _ _ _
Loss for the period HRER - = = (77) (77)
Total income and expenses  HIRAARA RFIR
for the period - - - (77) (77)
Avrising on the Group ERERESE
Reorganisation - 381,248 - - 381,248
Capitalisation issue BRILEST 31(e) (2,800) - - - (2,800)
Issue of shares for BRI AARR
cash consideration RERE 31(f) 361,000 - - - 361,000
Share issue expenses ST (30,930) - - - (30,930)
Equity-settled share DA
option arrangements S fTRZH 32 - - 584 - 584
Proposed final dividend BRRHARE 14 - - - (24,000) (24,000)
At 31 December 2006 RZZERE
+=A=1+-H 327,270 381,248 584 (24,077) 685,025

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

The share option reserve comprises the fair value of
share options granted which are yet to be exercised, as
further explained in the accounting policy for share-
based payment transactions in note 2.3 to the financial
statements. The amount will either be transferred to the
share premium account when the related options are
exercised, or be transferred to retained profits should the
related options expired or be forfeited.

RARNEHBBA N BIRE
SEEHKENBARNE
BEFEBD AR RIS
EARBRM R AR EN RIZ®
EABRYI{EL Z /910,000,000
SR EE0.01 B ITHE IR

BRAne

BREREBREERIEERITENRBR
A TE R IRR 2. 35 AR
DRERI ZNEFTBRERT A MFL-
SERBNERBREETESRERE
P A7 e (B B - S0 2 o RSO P e
RS S RE AN
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Notes to Financial Statements (continued)

SR I E (A

31st December 2006

—TERF+-A=+—H

34. NOTE TO THE CONSOLIDATED CASH FLOW
STATEMENT
Major non-cash transactions
During the years ended 31 December 2006 and 2005,
the Group had the following major non-cash
transactions took place:

(@

(ii)

(iii)

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

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

During the year ended 31 December 2005,
dividend of HK$3,810,000 declared to a minority
shareholder of a subsidiary, Embry HK, who is
also a director of the Company, has been
reflected as “Due to a minority shareholder”
(note 28).

35. OPERATING LEASE ARRANGEMENTS

(a)

As lessor

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

2
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3. HZERERERMH

FEFRERS
REBEEZTEFR-_FZTRF TR
=t+—HIEFE: ZK%'%. TATEE
FMER5:

(i) REE-_TTE+-_A=+
—BIEFE AR R SAZER
ARAAEEE 15,841,000
B AEBEBBRADF R
IRYERR N A AR 2% R 1T — R
B ABIEGLAR A 365 AR E
E1ETHIERERG 28
EBZIBRK

(i) RBE-_ZTE+ A=+
—BIEFE AEERLZNSE
B R R MR RS
EBHMS 83 % KB
z%s,ooo,ooo,%yz REARZ
LD HR R REITEGLIRAR
EP & /\7thﬁxﬁﬁ1§émm§u
{’E%ﬁziﬂxf Efte At AKE
iz“%l*ﬁ%%,%a’]ﬂxﬁéi*mi

100% °

pil

(iiy REE_ZEZRAF+-_A=1
—BIEFE mHE AR TR
EE—ZLERR (BIARR
Al—REF)ERMEE
3,810,000/ 7C Bk & [ FE1 —
ZLHMREFIR] (FizE28)

35. RMERANVRH
(@) ERHBEA
AEERBELEHEOZIAR
REWE (Fat17) AL —ARA
VO BRI TR RG o
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Notes to Financial Statements (continued)

SR I E (A

31st December 2006
—EERF+ZRA=1+—H

35. OPERATING LEASE ARRANGEMENTS (continued)

(a)

(b)

35. REHENTH @)

As lessor (continued) (a) fEBHAA#E)
At the balance sheet date, the Group had total REEER BEAEEEES
future minimum lease receivables under a non- A1 2 NRIEHAS S A AR5
cancellable operating lease with its tenant falling B LA B HY 2 R 2R ax (K FE UL
due as follows: MBS
Group
rEEH
2006 2005
“EEXRE —ETRHF
HK$°000 HK$°000
FET FAET
Within one year —FKN 2,022 1,936
In the second to fifth FEEERF
years, inclusive (BIEEEMT) 3,517 5,539
5,539 7,475
During the year, the Group recognised FA R B RN R WA E T
HK$2,052,000 (2005: HK$923,000) in respect of 782,052,000 (ZEZREF:
contingent rental receivable. 923,000 7T) °
As lessee (b) EHREEA

The Group leases certain of its shops, counters,
warehouses, office properties and office
equipments under operating lease arrangements
with leases negotiated for terms ranging from
one to five years.

At 31 December 2006, the Group had total
future minimum lease payments under non-
cancellable operating leases falling due as
follows:

AEERBELEHOZIAR
A L RE - RAEY
EMMAERE BO—RIA—
ERFHETERS-

RZZEERF+—RA=+—81"
REE AT B BARIE T AT
HEEBROEN 2 RERERE
DAAERIAT :

Group
rEH
2006 2005
—EERE ZETRHEF
HK$000 HK$'000
FET FAET
Within one year —FR 31,855 31,154
In the second to fifth FEERF
years, inclusive (BIEEREMSE) 10,572 18,482
42,427 49,636
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36.

Notes to Financial Statements (continued)

SR I E (A

31st December 2006

—EERF+ZRA=1+—H

Pursuant to the agreement entered into between a
subsidiary and the People’s Government of Zhangqiu,
Shandong Province, the PRC on 28 December 2005, the
Group has agreed to acquire 50 years’ land use right of
a piece of land located in Shandong Province at a
consideration of RMB22,262,000 (approximately
HK$22,195,000). During the year, the land lease
payments of RMB16,697,000 (approximately
HK$16,647,000) were made by the Group. On 28
October 2006, the deposit of RMB3,525,000
(approximately HK$3,515,000) has been utilised for the
grant of 167,870 square metres of land use rights and
its related certificate has been obtained from the
government land bureau of Shandong Province, the
PRC.

The Company had no significant commitment at the
balance sheet date.

OPERATING LEASE ARRANGEMENTS (continued) 35. REHEITH @
(b)  As lessee (continued) (b) fEREMBA (E)
In addition, the Group has entered into I3 NN L= = /N VA
agreements with department stores to enable B UEAREBEFE QRN
the Group to set up its retail outlets therein. The REEE - FRAEEARZER
operating lease rentals for the use of their floor EET BN 2 AL S T
areas in department stores are based on the BIREEHSEIAHAEME
higher of a fixed rental or contingent rent based FrZREEBE HAHE IR
on sales of the retail outlets pursuant to the BB B 2 A& &R
terms and conditions as set out in respective REEE ZHERET HRZ
agreements. As the future sales of these retail ETEEZRRHEFERELE
outlets could not be accurately determined, the AT A A IR
relevant contingent rent has not been included BIEE LR FREHTIKENR
above and only the minimum lease commitments e
have been included in the above table.
COMMITMENTS 36. i
At the balance sheet date, the Group had the following RNEEEH REEZAEWNT:
commitments:
2006 2005
“EEXRE —EThHF
HK$’000 HK$°000
FET FAET
Contracted for commitment in BREREEERE Y
respect of its wholly-owned EEESZS
investment in the PRC 62,184 85,548
Contracted for commitments in LATRIE B 2 BT H)AE
respect of
— the land lease payments in —EZ LA EFRIAE *
the PRC * 5,548 21,406
— the acquisition of property, —BEYE BE&&E
plant and equipment 3,037 1,210
70,769 108,164

RN B Al B R A E T
ANRBIFR-_EERF+ A=+
JNHETZ 2 thid A E B R Z gLl
& A— I8 11,2 50F L Hb(E e
HIEBXBARKE22 262,000 (4
22,195,000/87T) ° F A A5 E 5t
THERAEE S 2 e BARKE
16,697,000 (#716,647,000%
L) R=ZFENF+A=F/H B
BJFAP 12T BARKES 525000
JT (#93,515,000 % 7T) LA FER H
167,870-F 2K L1 By 1€ FE#E - i+
B A BT /5 B 7R A B

2,
=

AR AR E I ARG
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Notes to Financial Statements (continued)

SR I E (A

31st December 2006
—EERF+ZRA=1+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES 37.

AND POLICIES

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

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

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

Interest rate risk

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

Foreign currency risk

The Group carries on its sales and purchases transactions
mainly in Hong Kong dollars and Renminbi. As the
foreign currencies risks generated from the sales and
purchases can be set off with each other, the foreign
currency risk is minimal for the Group. It is the policy of
the Group to continue maintaining the balance of its
sales and purchases in the same currency. The Group
does not use derivative financial instruments to protect
against the volatility associated with foreign currency
transactions and other financial assets and liabilities
created in the ordinary course of the business.

M EREE R BEREE

AEBEZTEZeRMIABEAEER
ARReREHRER HESHMT AT
ZEANEANEBIREEEEGMTE
T AEBEHEMINRSREERAE
WEWE SR R BN B B ThE
BEBRERBES.

ANEE B ATA RN ERBEE 2 BR AT
SETEMIACER-

AEEERTAZIZARARETE
=@ HNE R EERE KRS E
TR EEFMAHEEREALERE
[\ 2 R A R E R A T -

F=ER
AEEZzERTABEREE -ZFE
MTANEERMER REERER
FEMAE B ESRBT AW ENXE
Bz

S EE LB
AEBTEUNETMARBETEER
Z-HNBREREL ZINERR A E
AR - AN ] 2 HNE R AR - AR 5
B MR REEESARREREETE
BV E-AEEYEATESH TR
AT BB EBEIRE 2 INER F K E A
ERMEENRB BRI ZKE-
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Notes to Financial Statements (continued)

SR I E (A

31st December 2006
—EERF+ZRA=1+—H

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

Credit risk

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

There is no other credit risk of the Group under other
financial assets such as cash and cash equivalents.

Liquidity risk

Liquidity risk is the risk of non-availability of funds to
meet all contractual financial commitments as they fall
due. The Group's objective is to maintain a prudent
financial policy, to monitor liquidity ratios against risk
limits and to maintain contingency plan for funding to
ensure that the Group maintains sufficient cash to meet
its liquidity requirement.

APPROVAL OF THE FINANCIAL STATEMENTS
The financial statements were approved and authorised
for issue by the board of directors on 18 April 2007.

37.

38.

MHEREREBEREEK (&
FERR

AREBEERENG REERFHTPET
R 5 REAEENBER EMABIAE
BV ETR ST FPIAKBEER
BERRfF-lbih REBT AR R SRR
Wik IR REEHEREPRILE
ZRER BHRBREZ VARSI EES
L2 TR - AN AR BERIZE R
H- 3 B HERIR P 2 E B ER A
BN B 2 3B PR R AR K

AEBERAE RS EEYEEMER
BEHEILEEMEERR-

RBEZRR

RBEZRBIEAREIGE S ARNAT
BRIz &M BEE-AEEZ BF
ERFRRZSBREE EERRRE
FTE) FERAN SR B AL R 3R & ALY

BET R R
MBIV _ETLFMA+N\BEE
SR R T
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