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Win Hanverky Holdings Limited and its subsidiaries are an
integrated sportswear and active and outer wear manufacturer,
distributor and retailer for international sports brands. We have
three broad lines of businesses, namely, Sportswear
Manufacturing Business, Sportswear Distribution and Retail
Business and Active and Outer Wear Business, with geographical
markets spanning over Europe, North America, the PRC and
Hong Kong. With 20 years of business relationship, we are one of
the largest apparel sportswear suppliers of the adidas group on a
global basis. We are also the exclusive licensed distributor of
Umbro Products in the Greater China. We believe that our
expertise and knowledge in the sportswear and active and outer
wear industries, our established customer network and our
integrated, quality and large-scaled production capability will
enable us to capture the anticipated growth in the global
sportswear and related apparel markets ahead of the 2008

Beijing Olympics.

The Shares of the Company have been listed on the Main Board
of the Stock Exchange since 6 September 2006.
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BEALTEFTEHBER Key Financial Information for the Last Five Years
BEZ+-A=t-ALEE/
R+=ZA=+-H

For the year ended 31 December/
As at 31 December

2007 2006 2005 2004 2003
BERR Financial Performance
(F#&7xT) (HK$’000)
E: Revenue 3,322,400 2,487,519 2,054,091 1,366,056 978,417
BERT Operating profit 400,123 352,967 345,038 167,900 55,545
BR P15 B AT A Profit before income tax 410,219 360,805 332,834 163,253 51,550
FERF Profit for year 334,694 283,420 255,459 132,466 33,134
KRAREFEA Profit attributable to equity
FEAL & Rl holders of the Company 290,259 260,600 241,542 123,294 26,788
BB R Financial Position
(FEr) (HK$°000)
FRBEE Non-current assets 719,938 584,317 433,801 345,376 326,083
RBEE Current assets 1,896,482 1,364,808 820,975 729,446 513,770
REBEE Current liabilities 702,582 442,971 517,851 584,769 462,713
RBEEFE Net current assets 1,193,900 921,837 303,124 144,677 51,057
EEAE Total assets 2,616,420 1949125 1,254,776 1,074,822 839,853
EEAERRDER Total assets less
current liabilities 1,913,838 1,506,154 736,925 490,053 377,140
s Total equity 1,901,098 1,372,147 552,518 263,962 141,218
ReRREZEN Cash and cash equivalents 580,280 567,387 200,985 123,712 99,807
EEER Operation Indicators
EFE(%) Gross profit margin (%) 32.3 34.7 36.7 36.0 33.3
FFIEE%) Net profit margin (%) 10.1 1.4 12.4 9.7 3.4
BEEEL R (%)W Gearing ratio (%)Mt 4.2 0.8 0.4 1.2 2.0
TENE = () Current ratio (times) 2.7 3.1 1.6 1.2 1.1
FEWIRR 2 BEH (B) Trade receivable
sales period (days) 66 62 58 63 66
REZHEEH(B) Inventory sales period (days) 63 54 49 54 54
Bt - Note:
EEEELXRNEELERALESR - Gearing ratio represents the ratio between total borrowings and total

equity.
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On behalf of the Board, | am pleased to present the annual
results of Win Hanverky Holdings Limited (the “Company”) and its
subsidiaries (collectively the “Group”) for the year ended 31
December 2007.

Business Environment — Opportunities and Challenges

2007 was a very tough year for most companies in manufacturing
business in the PRC. The appreciating RMB and general inflation
of raw material cost had squeezed profit margins of
manufacturers. Apart from that, a series of new policies and
regulations launched by the PRC Government, including but not
limited to, the corporate tax law, labour contract law, VAT deposit
and export tax rebate, also worsened the business environment.
However, despite the testing business environment, | am
delighted to report that the Group made satisfactory achievement
for the year.

On the Sportswear Manufacturing Business front, the Group
continued to have the trust of customers for its product quality,
reliable delivery and competitive prices. During the year, the
Group enhanced its management team and production capacity
and also the utilisation rates of its factories, which have helped to
minimise the impact of increasing production overhead cost on
profit margins.

The Group expects business environment in the PRC to remain
tough in coming years and many small- and medium-size
factories to be ousted from the market. The phenomenon,
however, will benefit the big players in the market with strong
capability in fulfilling customers’ demand. The Group intends to
set up new factories in 2008 in Guangdong, Guangxi and
Zhejiang to increase production capacity by 25% to meet rising
demand from existing customers.

Braced by the growing economy and policies that encourage
domestic consumption in the PRC and the growing economy with
a healthy retail market, the Group’s Sportswear Distribution and
Retail Business had satisfactory growth last year. Despite the
economic uncertainties in the US, the Group sustained growth
momentum overall.

It also made several strategic moves to accelerate overall
business development, particularly the Sportswear Distribution
and Retail Business, during the year as follows:

=== =
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To capture opportunities in the sportswear retail market, the
Group acquired an additional 25% stake in Win Sports Limited
(“Win Sports”), increasing its shareholding to 75%, in March
2007. Win Sports currently has 11 retail shops in Hong Kong and
is undergoing a series of re-engineering and streamlining
programmes. The acquisition has given the Group an enhanced
platform to develop its retail and wholesale business more
extensively in Hong Kong and ultimately the PRC.

Furthermore, Umbro International Limited (“Umbro International”)
had increased its stake in Team & Sports HK (“T&S HK”), a joint
venture it formed with Team & Sports (BVI) Limited (“T&S (BVI)”),
a subsidiary of the Group, from 25% to 40%, and extended the
Umbro Distributor Agreement with T&S HK to Year 2020. By
increasing its stake in T&S HK, Umbro International has
strengthened its partnership with the Group and also
demonstrated its commitment to growing the Umbro Products’
distribution business in the Greater China together with the
Group. On top of expanding the Sportswear Distribution
Business, the Group will also look for acquisition targets to boost
its distribution brand portfolio in the PRC, which will allow it to
reap benefit from the growing sportswear retail market in the
PRC.

The Group targets to increase the total number of outlets under
its Sportswear Distribution Business to 1,500 in the PRC by the
end of 2008.

At the same time, the Group consolidated the business segment
by terminating the loss making exclusive distribution business
associated with four European soccer teams, namely Manchester
United Football Club, Barcelona Football club, Juventus Football
Club and Paris Saint-Germain Football Club. The business was
previously run by Win Sports.

The tough business environment in the US, however, had
seriously affected the result of the Active and Outer Wear
Business of the Group for the year. Customers of the Group
experiencing drop in sales or were pessimistic about the future,
therefore pressured the Group to offer them special discounts or
charge backs, which explained the retarded results of the

segment.
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Growing Distribution and Manufacturing Business

Enjoying persistent economic growth, rising consumption
sentiment and with people’s passion for sports growing in the
advent of the Beijing Olympics, the PRC has been a key growth
driver of the Group’s distribution business. Backed by expanding
production capacity and improving efficiency, the Group’s
manufacturing business also reported satisfactory revenue
growth. Although the Active and Outer Wear Business did not
performed satisfactorily, the Group achieved overall turnover of
HK$3,322.4 million, a 33.6% year-on-year increase for the year
ended 31 December 2007. Profit attributable to equity holders
also increased by 11.4% to HK$290.3 million.

Well received as a soccer brand originated from England in the
PRC, UMBRO enjoys an enlarging share in the market. With
growing demand in Umbro Products and having opened new
retail outlets, the Group’s distribution business grew by 37.7% in
turnover when compared with last year.

The Group’s constant efforts to improve productivity and increase
production capacity have helped making it a favourable partner of
international sports brands. For the year under review, its
manufacturing business reported turnover of HK$2,148.0 million,
a 44.3% growth year-on-year. Production quality and reliable
delivery schedule have been our important asset and gaining us
the current market position in the sportswear manufacturing
sector. This unique edge is one of the reasons for key
international sports brands such as adidas, which only partner
with top tier manufacturers, to keep placing orders with the
Group.

The Group achieved satisfactory growth in overall turnover, which
would have been better if Active and Outer Wear Business had
not experienced setback in the weakening US market.
The achievement reflects the merits of the management’s
strategic decision to grow

the Sportswear Manufacturing

Business and Sportswear Distribution and Retail Business in the

past couple of years.
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Growing Greater China Business

During the year under review, the Group managed to speed up
the growth of its Sportswear Distribution and Retail Business in
the PRC. To seize opportunities in the sportswear retail market,
the Group added 240 points of sale last year. The Group currently
has 1,113, 148 and 18 points of sale in China, Hong Kong
(including Macau) and Taiwan respectively, bringing the total to
approximately 1,280. To continue to extend its geographical
reach, the Group plans to add more points of sale, operated by
itself or distributors, in second and third tier cities in the PRC.

The Group also implemented marketing programmes to
strengthen the image of UMBRO in the PRC, including
sponsorship of two premier soccer teams, namely Chang Chun
Ya Tai and Henan Jian Ye. These initiatives have raised the brand
profile of UMBRO in the PRC and are expected to translate into
tangible gains for the Group in the years to come.

Looking ahead, we are confident of the Group’s ability to
overcome the challenges ahead and maintain growth momentum
to ultimately bring maximum returns to Shareholders. Lastly, |
would like to take this opportunity to thank the management and
staff for their dedication and contribution and our suppliers for
their unfailing support during the year.

Chairman
Ll Kwok Tung Roy

Hong Kong, 26 March 2008
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FINANCIAL REVIEW

For the year ended 31 December 2007, the Group’s sales
increased by 33.6% to HK$3,322.4 million from HK$2,487.5
million in 2006. The rise in sales was mainly attributable to
satisfactory performance of Sportswear Manufacturing Business
and Sportswear Distribution and Retail Business. The Group’s
gross profit amounted to HK$1,074.2 million, representing an
increase of 24.4%; while gross profit margin decreased to 32.3%
against 34.7% last year resulting mainly from the decreased
gross profit margin of Active and Outer Wear Business.

Operating profit increased by HK$47.2 million, or 13.4%, to
HK$400.1 million, as compared with 2006. This reflected primarily
the increase in operating profit of HK$90.1 million and HK$26.1
million from Sportswear Manufacturing Business and Sportswear
Distribution Business respectively. The increase, however, was
significantly offset by the decrease in operating profit of HK$72.6
million from Active and Outer Wear Business.

During the year under review, finance income decreased to
HK$24.8 million from HK$29.9 million in 2006, mainly because of
the absence of the one-off interest income in relation to the IPO
over subscription in 2006 this year, although more interest
income has been derived from a higher average level of bank
deposits in 2007. Finance costs decreased from HK$21.6 million
to HK$6.0 million mainly because of the decrease in interest on
licence fees payable by HK$11.2 million after de-recognition of
licence fees payable in March 2007. Income tax decreased to
HK$75.5 million from HK$77.4 million in 2006 and the effective
tax rate also decreased to 18.4 % in 2007 from 21.4% in 2006.
Minority interest increased to HK$44.4 million from HK$22.8
million in 2006 mainly due to the significant increase in net profit
after tax in Sportswear Distribution Business together with the
further dilution of interest from the disposal of an additional 15%
equity interest in Team & Sports Limited (“T&S HK”) to Umbro
International Limited (“Umbro Group”), the other shareholder of
T&S HK in March 2007.

The Group’s profit attributable to its equity holders increased by
11.4% to HK$290.3 million, achieving a net profit margin of
10.1%.

The Board of Directors recommends the payment of a final
dividend of HK3.5 cents per Share for the year ended 31
December 2007.

=== =
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BUSINESS REVIEW

The Group is an integrated manufacturer, distributor and retailer
for renowned international sports brands and active and outer
wear. It runs three broad lines of business that serve diverse
geographical markets. Sales performances of different business
lines are summarised below:

SPORTSWEAR MANUFACTURING BUSINESS

The Group’s Sportswear Manufacturing Business mainly
manufactures sportswear products on an OEM basis for
international sports brands, including but not limited to adidas,
Reebok, Umbro, Diadora, Puma and Jako. Most of the goods it
made are exported to Europe. For the year ended 31 December
2007, Sportswear Manufacturing Business achieved satisfactory
growth, sales from the segment increased by 44.3% to
HK$2,148.0 million when compared with last year. The main
reasons behind the sales growth were the Group’s expanded
production capacity and top quality products, which stimulated
orders from key customers who have kept the Group on their
consolidated supplier base. The segment’s contribution
accounted for 63.9% of the Group’s total sales, up from 58.5% in
2006.

During the year under review, efforts were made by the Group to
enhance productivity. These included enhancing capacity
utilisation of all factories in the PRC and closing the under
performing factory in the Philippines. The Group also managed to
expand production capacity from 2.6 million pieces of garments
per month in 2006 to 3.4 million pieces in 2007. Continuous trust
and support from customers, enhanced productivity and
utilisation of major factories and a strengthened management
team together have boosted the operating profit of the segment.

The operating environment of the segment, however, was highly
challenging in 2007. The Group had to cope with continuous
inflation and the appreciation of RMB. Since the inflated cost
could not be fully transferred to our customers, gross profit

margin of the segment had a slight decrease to 26.9% with gross
profit at HK$577.2 million this year (2006: 27.6% at HK$410.2
million).
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The segmental operating expense increased by 29.2%, or at
HK$75.9 million, which was lower than the 44.3% growth in sales.
Segmental operating profit margin therefore increased to 11.2%
with operating profit at HK$241.5 million (2006: 10.2%
HK$151.4 million). The higher operating margin mainly comes

at

from the mere 21.8% increase of general and administrative
expenses. This reflected the improvement of management
efficiency of the Group.

Breakdown of sales of our Sportswear Manufacturing
Business by geographical locations

“EELF —EERE
2007 2006
FHET FEL

HK$°000 % HK$’000 %
HOHERE (Mat1) Export Sales (Note 1)
BUM Europe 1,361,338 64.5 988,886 69.1
blgES North America 101,628 4.8 80,447 5.6
SN (FEERER Asia excluding PRC and

&) Hong Kong 229,292 10.9 181,369 12.7
Hits (Ktzt2) Others (Note 2) 136,425 6.5 26,168 1.8
1,828,683 86.7 1,276,870 89.2

i $EE R Domestic Sales
H PRC 246,428 1.7 93,239 6.5
Bl Hong Kong 34,926 1.6 61,687 4.3

281,354 13.3 154,926 10.8

2,110,037 100.0 1,431,796 100.0
AWz ENEERE Inter-segment sales 37,995 56,554
&% Total 2,148,032 1,488,350
Kt : Notes:
1. HEENBEUNEERNZKBENG® 1. The geographical location of our sales is determined by the final
E ° destination to where our products are delivered.

2. HiBERMN PEMRFPR- 2. Others include Australia, Central America and Middle East.
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Although Europe still accounted for the largest sales in 2007,
sales to the PRC has increased by HK$153.2 million to HK$246.4
million from HK$93.2 million in 2006. The higher RMB income
allowed the Group to hedge to some extent against the increase
in RMB expenses resulting from appreciation of the currency.

SPORTSWEAR DISTRIBUTION AND RETAIL BUSINESS

This segment includes the distribution of Umbro Products under
T&S HK, retail of multi-brand products and distribution of
merchandise of four European soccer teams (“Four Soccer
Teams”), namely Manchester United Football Club, Barcelona
Football Club, Juventus Football Club and Paris Saint-Germain
Football Club under Win Sports. T&S HK and Win Sports are
60%-owned and 75%-owned by the Group respectively starting
from March 2007.

Overall sales of Sportswear Distribution and Retail Business
increased by 61.0% to HK$669.8 million, accounting for 20.0% of
the Group’s total sales as compared to 16.4% in 2006. The
segment’s gross profit margin increased to 46.2% with gross
profit at HK$309.7 million (2006: 39.1% at HK$162.7 million).

Segmental operating profit increased to HK$137.9 million, with
operating profit margin at 20.6%, against (2006: HK$111.8 million
at 26.9%). The increase in operating profit has included other
gains amounting HK$33.5 million arising from the de-recognition
of licence rights and licence fees payables in March 2007 (as
described below), provision for unrealised profit of HK$13.5
million in relation to sales of Umbro Products from T&S HK to Win
Sports (of which the inventories remained unsold as at the year
end of 2007) and inclusion of Win Sports starting from March
2007, which created a total loss of HK$18.9 million (as described
below). As it is the first year to include Win Sports’ results into the
Group, the impact of unrealised profit, building up from zero in
2007, and operating loss arising from operation and network
reengineering and termination of the business associated with the
Four Soccer Teams will not be as significant in 2008 as in 2007.
The impact arising from operation loss and termination of Four
Soccer Teams will not recur in 2009.
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Distribution of UMBRO Brand

T&S HK has the exclusive rights to distribute sportswear,
footwear, accessories and sports equipment under the UMBRO
brand in the PRC, Hong Kong, Macau and Taiwan. Sales from
this Business increased by 37.7% to HK$573.0 million in 2007.
The steady segmental growth was mainly the result of increased
demand for Umbro Products in the PRC and the addition of
approximately 240 points-of-sale of the brand during the year
under review. At the end of the year, the Group had
approximately 1,280 points-of-sale in operation of which
approximately 1,110 were in the PRC (2006: 890 points-of-sales)
while others were in Hong Kong, Macau and Taiwan.

In March 2007, T&S HK entered into a new agreement (the
“Distributor Agreement”) with Umbro International Limited
(“Umbro International”) giving it exclusive distributorship of
Umbro Products in the PRC, Hong Kong, Macau and Taiwan from
March 2007 and December 2020. Under the Distributor
Agreement, the requirement to pay a fixed minimum royalty
amount has been removed, instead the Group is only required to
pay royalty on all the Umbro Products sold at an fixed rate during
the new contract term. Licence rights and licence fees payable
previously recognised as assets and liabilities were de-
recognised in March 2007, resulting in a gain of HK$33.5 million.
As the Distributor Agreement was signed in March 2007, the
impact of amortisation resulting from license rights and interest
expense on licence fees payable for the period from January
2007 and March 2007, amounted HK$8.8 million and HK$3.2
million respectively, were charged to the consolidated income
statement. Royalty expense as an item in selling and distribution
costs came into effect starting from April 2007 amounted to
HK$53.6 million. For comparative purpose, assuming the
Distributor Agreement was valid from the beginning of 2006 and
2007, there would only be royalty expense without amortisation
on licence rights, interest expense on licence fees payable and
other gain on de-recognition, the gross profit and gross profit
margin of Umbro distribution business would then have increased
from HK$192.9 million in 2006 to HK$274.9 million in 2007 and
46.4% in 2006 to 48.0% in 2007 respectively. The operating profit
and operating profit margin would have been increased from
HK$93.1 million in 2006 to HK$117.5 million in 2007 and
decreased from 22.4% in 2006 to 20.5% in 2007 respectively.

=== =
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At the time the Distributorship Agreement was signed, the Group
also disposed of an additional 15% equity interest in its
subsidiary T&S HK to Umbro Group for a cash consideration of
US$16.5 million (equivalent to HK$128.6 million). Consequently,
the Group’s equity interest in T&S HK and its subsidiaries
decreased from 75% to 60%. Resulting from such dilution of
interest, profit attributable to minority interest increased by
HK$10.2 million.

Retail of Multi Brands

Also in March 2007, the Group completed subscription of an
additional 25% stake (the “Subscription”) in Win Sports Limited
(“Win Sports”), a previously 50%-owned jointly-controlled entity,
increasing its equity interest in Win Sports to 75%. Win Sports is
engaging in the sportswear retail business selling products of
many sportswear brands in the PRC and Hong Kong. The
Subscription has given the Group a strengthened strategic
platform to expand its sportswear retail and wholesale business.
During the year under review, the Group had begun to re-
engineer the operation and network of Win Sports, including
terminating the loss making exclusive distribution business
associated with the Four Soccer Teams. Before the Subcription,
Win Sports was equity accounted for and the Group shared its
loss of HK$11.4 million in the first quarter of 2007, resulting from
clearance of old inventories, provision of doubtful debts and
consolidation of the operation networks and organizational
structure in Hong Kong and the PRC. After the Subcription, sales
of this segment has been fully consolidated into the Group. Its
sales contribution to the Group’s results thereafter amounted to
HK$156.7 million, while gross profit margin at 37.5% and
operating loss of HK$7.6 million.

In January 2007, the Group made a critical step forward for its
Sportswear Retail Business by opening its first soccer concept
mega store “Futbol Trend” in Mongkok, Hong Kong. The store
mainly carries products of world famous soccer brands such as
adidas, Nike and Umbro, and other football clubs in the FA
Premier League. The concept store also received the 2006
European Golden Boot winner Luca Toni, team members of the
Liverpool Football Club and Portsmouth Football Club last
summer, making it a real “mecca” for football fans. Furthermore,
the Group expanded its sales network by adding 10 self-managed

“Sport Corners” retail shops in Hong Kong and 130 mono-brand
shops for Umbro in the PRC.




KE=EEZERABRZAT  WinHanverky Holdings Limited

BB R A

REREINESRIBERTEXKE  Breakdown of sales of the Sportswear Distribution and Retail

== Business by product categories
“EELHF —EERE
2007 2006
FET FET
HK$°000 % HK$’000 %

72 # UMBROS ¥ Distribution of UMBRO brand

BR 5 Apparel 323,736 44.4 277,440 66.7
HHE Footwear 219,336 30.0 118,790 28.6
[ings Accessories 27,404 3.8 16,640 4.0
EAEREM Sports equipment 2,537 0.3 3,178 0.7
NEE Sub-total 573,013 78.5 416,048 100.0
ZEBEE Retail of multi brands
R % Apparel 98,317 13.5 — —
HHE Footwear 48,928 6.7 — —
[inRE Accessories 9,486 1.3 — —
BEAM Sports equipment — — — _
NEF Sub-total 156,731 21.5 — —
729,744 100.0 416,048 100.0
oW EHNHEER Intra-segment sales (59,894) —
A5t Total 669,850 416,048

Wi RERENEER-_ZZLENARALE Note: The results of Win Sports were consolidated to the Group when it
ENMBL BB AREER  URRESR became a subsidiary in April 2007 and therefore reflected in the
PERTEERNBEERE - total sales of Sportswear Distribution and Retail Business.
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BHwEEINESRIERTEXKE  Breakdown of sales of the Sportswear Distribution and Retail

=% Business by geographical regions
Z2BtF ZEEBARE
2007 2006
FET FET
HK$’000 % HK$’000 %

28 UMBROM  Distribution of UMBRO brand

HE (1) PRC (Note 1)

ER Eastern region 191,586 26.3 143,529 34.5

s Northern region 160,788 22.0 90,445 21.7

B Southern region 69,745 9.6 57,615 13.8

R Western region 114,618 15.7 85,536 20.6
536,737 73.6 377,125 90.6

EHBREM (72 Hong Kong and Macau (Note 2) 32,764 4.5 36,476 8.8

=) Taiwan 3,512 0.5 2,447 0.6

PN Sub-total 573,013 78.6 416,048 100.0

ZmBEE Retail of multi brands

HE (ffaET) PRC (Note 1)

ER Eastern region 53,091 7.2 — —

Bt Southern region 34,872 4.8 — —

87,963 12.0 — —

5E Hong Kong 68,768 9.4 — —

PN Sub-total 156,731 21.4 416,048 100.0
729,744 100.0 416,048 100.0

AWZEMEETE  Intra-segment sales (59,894) —

&t Total 669,850 416,048
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Win Hanverky Holdings Limited

Notes:

1.

Eastern region included Anhui Province, Jiangsu Province, Shanghai
Municipal and Zhejiang Province.

Northern region included Beijing Municipal, Gansu Province, Hebei
Province, Heilongjiang Province, Jilin Province, Liaoning Province,
Inner Mongolia Autonomous Region, Qinghai Province, Shandong
Province, Shanxi Province, Shaanxi Province, Tianjin Municipal,
Ningxia Hui Autonomous Region and Xinjiang Uygur Autonomous
Region.

Southern region included Fujian Province, Guangdong Province,
Guangxi Zhuang Autonomous Region, Hainan Province, Henan
Province, Hubei Province, Jiangxi Province and Hunan Province.

Western region included Guizhou Province, Sichuan Province,
Yunnan Province, Tibet Autonomous Region and Chongging
Municipal.

Sales generated in Macau were minimal and hence, were grouped
under sales generated in Hong Kong.
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We have an extensive distribution network for Umbro Products in
the Greater China region. As at 31 December 2007, we had a
total of over 110 Umbro Product distributors operating a network
of approximately 1,100 retail outlets across the PRC (of which
130 outlets are owned by Win Sports). Additionally, we also sell
Umbro Products at over 170 retail outlets and concession
counters in Hong Kong, Macau and Taiwan. This network of retail
outlets includes stand-alone stores selling exclusively Umbro

Products and sports specialty stores or concession counters
selling Umbro Products and products of other brands. The
following map shows the locations of these retail outlets as at 31
December 2007:
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TRIH-ZBEEAR-ZEZELFE+=ZHA=T The following table sets forth the geographical distribution of the
—BEAFEHEUMbrOERNBEERE retail outlets and concession counters selling Umbro Products in
BERENEDH the Greater China as at 31 December 2006 and 2007:
ZEEREHEME
BAEE
Approximate
number of
retail outlets and
concession counters
—EELFE Z—ETERE
2007 2006
FEESHBRENSTERE Retail outlets operated by our distributors
H PRC
ER Eastern region 397 316
#ib Northern region 309 263
M Southern region 184 146
Ei] Western region 223 163
I,113 888
o Hong Kong 143 140
g Macau 3 3
=) Taiwan 18 10
FEBUFEFR Concession counters operated under
RENEERE concession arrangement
58 (Ha) Hong Kong (Note) 8 5
&t Total 1,285 1,046

HiE: SEEREFERHEOEESREAR Note: The concession counters are operated in department stores or
sports specialty stores under concession arrangements.

EEELEE
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ACTIVE AND OUTER WEAR BUSINESS

The Group is the dominant manufacturer and wholesaler of active
wear for the NYL brand (a brand owned by “Martin Stuart
Limited”) to about 30 department stores and retail store chains,
comprising a total of approximately 5,000 stores, across the US.
The Group is also engaged in sourcing outer wear and other
apparels for Sears Canada.

For the year under review, sales of the segment dropped by 15.2
% to HK$542.5 million. The retarded results of segment is mainly
attributable to the economic downturn in the US, where
customers experiencing drop in sales or were pessimistic about
the future pressured the Group to offer them special discounts.
The segment’s contribution to the Group’s total sales decreased
from 25.1% to 16.1% and the offer of special discounts to
customers dragged down gross profit margin to 34.5% from last
year’s 45.4%.

Segmental operating profit margin decreased to 5.2% with
operating profit at HK$28.0 million (2006: HK$100.7 million). The
decrease was mainly the result of the significant decrease of
gross profit margin together with the general inflation of
production cost, general and administrative expenses and the
transportation cost for fabric and finished goods. As the operating
profit became a relatively small portion to the Group, it will not
significantly affect the Group as a whole.

Breakdown of sales of our Active and Outer Wear Business by

business activities

= gg 't $ —_ 7 ? /\ ﬂi
2007 2006
FET FET

HK$°000 % HK$°000 %
E$d Business activities
NYLE % NYL Business 445,053 82.0 532,494 83.2
FONRE XK Outer Wear Business 97,459 18.0 107,181 16.8
mey Total 542,512 100.0 639,675 100.0
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FINANCIAL POSITION AND LIQUIDITY

As at 31 December 2007, the total assets of the Group were
HK$2,616.4 million, representing an increase of approximately
34.2% as compared the year ended 31 December 2006. The
Group maintained a strong and healthy financial position.

During the year under review, the Group’s net cash generated
from operating activities amounted to HK$92.6 million, compared
to net cash used of HK$40.9 million in 2006. The change was
mainly the result of settlement made to related parties in 2006.
Excluding this factor, net cash generated from operating activities
remained stable for both years. Net cash (cash and cash
equivalents less bank borrowings) of the Group as at 31
December 2007 amounted to HK$500.3 million, a decrease of
HK$56.1 million compared to a year ago. The stable cash
balances in 2006 and 2007 reflected the Group’s ability to finance
its investment activities (net of divesting activities) by net cash
inflow from operating activities.

As at 31 December 2007, the Group’s average trade receivables
turnover was 66.4 days (2006: 62.3 days) and average trade
payables turnover was 54.1 days (2006: 53.5 days). Average
inventory turnover was 63.3 days (2006: 53.9 days).

The Group generally finances its operations and business
development with internally generated resources. As at 31
December 2007, the Group’s net current assets amounted to
HK$1,193.9 million (2006: HK$921.8 million). The current ratio
decreased from 3.1 times as at 31 December 2006 to 2.7 times
as at 31 December 2007.

As at 31 December 2007, the capital structure of the Company
constituted exclusively of 1,268,400,000 ordinary shares of
HK$0.1 each. The total amount of outstanding borrowings was
HK$79.8 million (2006: HK$10.7 million), including short-term
loans of HK$67.8 million and long-term loans of HK$12.0 million.
All the borrowings were subject to interest payable at floating
rates. The Group did not enter into any interest rate swap to
hedge against risks associated with interest rates. And the
gearing ratio of the Group stood at a low of 4.2% (2006: 0.8%).

=== =
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The Group’s sales and major materials purchase are mostly
denominated in US Dollars, while certain purchases or expenses,
e.g. staff cost and China domestic raw material cost, are settled
in other currencies, such as HK Dollars and RMB. During the
review period, the Group did not use any derivative instruments
to hedge against foreign currency exposure as the Directors
considered such exposure to be insignificant.

EMPLOYEE AND REMUNERATION POLICIES

As at 31 December 2007, the Group had approximately 17,000
December 2006: 13,000
employees). The Group remunerates employees based on their

employees (31 approximately
performance, working experience and prevailing market
conditions. Other employee benefits include mandatory provident
fund, insurance, medical coverage and a share option scheme.

PROSPECTS

Year 2008 will be a year for investment for the Group with the
China market as the primary focus and less emphasis on the
stagnant US market. To sustain growth momentum, the Group will
(1) work closely with customers owning international sports
brands to expand its Sportswear Manufacturing Business; (2)
capture the growth prospects of Sportswear Distribution Business
for Umbro in the PRC by continuing to expand the distribution
network there, enhancing product designs and expanding sales of
Umbro Products through the 130 mono-brand shops and
replicating the multi-brand Futbol Trend to seize the thriving
China sportswear market; and (3) work even more closely with
brand owners and customers to assure income from the Active

and Outer Wear Business will not be further deteriorated.
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SPORTSWEAR MANUFACTURING BUSINESS

Anticipating growth for its Sportswear Manufacturing Business,
the Group plans to increase monthly production capacity from
approximately 3.4 million pieces of garments currently to 4.3
million pieces by the end of 2008, representing about a 25%
increase year-on-year. It will seek to further enhance productivity
and utilisation of its factories particularly the one in Vietnam,
which is expected to help in partly mitigating the pressure from
labour cost and production overhead and also the impact of RMB
appreciation. In addition, the Group will increase the sales
proportion of Sportswear Manufacturing Business in its
manufacturing segment by exploiting the fast growing domestic
retail market in the PRC. It will seek to derive maximum benefit,
though indirectly, from the rising domestic sportswear market and
diversify the income source of the manufacturing segment. The
Group will also manufacture by itself the products covered by the
Umbro Products distribution business in the PRC to enhance
return, as well as assure quality and timely delivery, reaping the
benefit of vertical integration.

Despite the laggard US economy, current orders from major
customers in export markets have been satisfactory. And, since
the export business segment includes customers in Asian
countries, the negative impact from the uncertain US economy
was mitigated. Taking that into consideration, the Group remains
optimistic about the business segment in the near future.

Furthermore, efforts will be made to strengthen the management
team and effectively control material, human and transportation
costs. The overall profit margin will be heightened through
controlling general and administrative expenses. We expect our
Sportswear Manufacturing Business to maintain satisfactory
growth and provide the Group with stable cash flow in coming

years.
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SPORTSWEAR DISTRIBUTION AND RETAIL BUSINESS

The Umbro Group had increased its stake in T&S HK, a
subsidiary of the Company, from 25% to 40% in March 2007. It
also extended the term of the Group’s exclusive distributorship of
Umbro Products in the Greater China region to 2020. These
moves have enhanced the relationship between the Group and
Umbro Group and are evidence of commitment of both parties to
growing the distribution business of Umbro in the PRC.

With the Chinese population gaining spending power and the
2008 Beijing Olympics approaching, public interest in and
awareness of sports and fitness is expected to increase notably.
To capitalise on these trends, the Group will:

. increase points-of-sales to 1,500 in the PRC by the end of
2008;

. continue to invest resources of amount equivalent to a
certain proportion of sales into advertising, marketing and
sponsorship to enhance brand awareness and customer
loyalty to licensed brands;

. acquire new brands for distribution in the PRC;

. open mono-brand soccer concept stores for adidas and Nike
and multi-brand “Futbol Trend” in the PRC in 2008; and

. increase self-manufactured Umbro Products to ensure
product quality and time-to-market.

The Umbo Group has been recently acquired and privatised by
Nike Group. The Group hasn’t started the dialogue with Nike’s
management. However, the Group believes that Nike’s strength in
the marketing aspect may help the brand to extend its coverage
even further and enhance brand recognition in the PRC region.

The Group will put more effort into developing its retail business
especially in the operation of mono-brand shops of UMBRO. The
management expects sales orders for Spring and Summer 2008
to be promising given the lucrative sportswear retail market in the
PRC. Moreover, the Group will continue to set up soccer concept
shops in major Chinese cities and open new retail shops for
brands such as Umbro, Nike and adidas. The Group expects its

retail arm Win Sports to achieve a turnaround in business by
2009.
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ACTIVE AND OUTER WEAR BUSINESS

Given the weak US economy, the Group expects sales of this
segment will be further reduced. The Group has started dialogue
with Martin Stuart Limited, owner of the NYL brand, about how to
keep margins at reasonable levels for parties concerned. Orders
for the first half year of 2008 are 10% lower than the sales of the
corresponding period in 2007. The Group’s target is to maintain
margin of the business amidst the tough and uncertain business
environment in the US.
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EXECUTIVE DIRECTORS

LI Kwok Tung Roy, aged 57, is our executive Director, our co-
founder and chairman. Mr. LI is the elder brother of Mr. LEE Kwok
Leung and the father of Mr. LI Chun Ho Fredrick. Mr. LI is
responsible for strategic planning and overall management of our
Group . Mr. LI has over 30 years of experience in the apparel
industry and handling client relationship. Mr. LI is a committee
member of the Chinese People’s Political Consultative
Conference in He Yuan city, Guangdong province of the PRC.

LAl Ching Ping, aged 57, is our executive Director, our co-
founder, deputy chairman and chief executive officer. Mr. LAl
oversees the merchandising functions including production and
purchasing teams within the Sportswear Manufacturing Business
of our Group and is also responsible for the overall management
of our Group. Mr. LAl has over 30 years of experience in the
apparel industry. Mr. LAl is a committee member of the Chinese
People’s Political Consultative Conference in Yun Fu city,
Guangdong province of the PRC.

LEE Kwok Leung, aged 45, is our executive Director and the
younger brother of Mr. LI. Mr. LEE is responsible for technology
implementation and overseeing the fabric knitting and dyeing
business of our Group. Mr. LEE has been with us for over 18
years after his graduation from the York University in 1987 with a
Bachelor of Arts degree.

CHOW Chi Wai, aged 49, is our executive Director. Mr. CHOW
has repositioned his role from day-to-day management to
strategy setting and product development of our Sportswear
Manufacturing Business with effect from 1 March 2008. Mr.
CHOW joined us in 1985 and has over 20 years of experience in
apparel production management. Mr. CHOW received his
education in Hong Kong and obtained a Higher Certificate in
Textile Technology and an Endorsement Certificate in Textile
Management, both from the Hong Kong Polytechnic, in 1983 and
1985, respectively. Mr. CHOW was conferred a Certified Six
Sigma Black Belt by International Academy for Quality
Certification in April 2005. Mr. CHOW is also a committee
member of the Chinese People’s Political Consultative
Conference in Yucheng district, Yun Fu city, Guangdong province
of the PRC and an adviser of foreign investment to Yucheng

district, People’s Government of Yun Fu city and the honourary
chairman of the Six Sigma Society of Hong Kong.
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CHEUNG Chi, aged 41, is our executive Director, chief financial
officer, company secretary and qualified accountant. Mr.
CHEUNG is responsible for our overall financial management,
merger and acquisition and corporate finance projects. Prior to
joining us in 2005, Mr. CHEUNG had been the executive vice
president and chief financial officer of Aspire Holdings Ltd. which
is a member of China Mobile Communications Corporation. Mr.
CHEUNG had helped to set up its business model and establish
a strategic alliance with Vodafone and Hewlett Packard. Mr.
CHEUNG had also been the chief financial officer of eBIS Co,
Ltd., and the financial controller of Liuzhou ZF Machinery Co. Ltd.
and a senior consultant of Arthur Andersen & Co. in which he was
responsible for several initial public offering projects. He has over
15 years of experience in financial management. Mr. CHEUNG
obtained a Bachelor of Arts degree in accountancy from the City
Polytechnic of Hong Kong and an Executive Master of Business
Administration degree from the Chinese University of Hong Kong
in 1992 and 2004, respectively. Mr. CHEUNG is a fellow member
of the Hong Kong Institute of Certified Public Accountant and the
Association of Chartered Certified Accountant.

INDEPENDENT NON-EXECUTIVE DIRECTORS

CHAN Kwong Fai, aged 61, is our independent non-executive
Director. Dr. CHAN joined us in April 2006. Dr. CHAN has been in
the academic field for over 30 years and is currently an Associate
Professor at the Department of Management and Marketing of
the Hong Kong Polytechnic University. Dr. CHAN is also an
author of several publications in the business management area.
Dr. CHAN graduated from the Chinese University of Hong Kong
with a bachelor degree in Social Science in 1971 and obtained
his Master of Business Management from the University of
Adelaide and Doctor of Philosophy from the University of South

Australia in 1981 and 2004 respectively.
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KWAN Kai Cheong, aged 58, is our independent non-executive
Director. He joined us in April 2006. Mr. KWAN is currently the
president of Morrison & Company Limited, a business
consultancy firm, and a non-executive director of China
Properties Group Limited and China Medical and Bio Science
Limited. He previously worked for Merrill Lynch & Co. Inc. and
was president for its Asia Pacific region. Mr. KWAN is currently an
independent non-executive director of several listed companies in
Hong Kong including Hutchison Telecommunications International
Limited, Hutchison Harbour Ring Limited, JF Household
Furnishings Limited, Soundwill Holdings Limited, Henderson
Sunlight Asset Management Limited and SPG Land (Holdings)
Limited. Mr. KWAN completed the Stanford Executive Program in
1992. He also holds a Bachelor of Accountancy (Honours) degree
from the University of Singapore. Mr. KWAN is a member of the
Institute of Chartered Accountants in Australia and the Hong
Kong Institute of Certified Public Accountants and a Fellow of the
Hong Kong Institute of Directors. In 1997, whilst being an
executive director of Pacific Concord Holding Limited (“PCH”),
Mr. KWAN was appointed as a director of Yaohan International
Holdings Limited (“Yaohan”) to represent the 19% equity interests
of PCH in Yaohan but without any involvement in Yaohan’s day-
to-day management. Yaohan was incorporated in Bermuda and
its principal activities were investment holdings and the provision
of management services to its group companies. Yaohan was
formally wound up by order of the court in Hong Kong on 26
February 1999.

MA Ka Chun, aged 56, is our independent non-executive
Director. Mr. MA joined us in June 2006. Mr. MA has been in the
apparel industry for over 20 years and is currently a director of
Fashionmark Holdings Limited, principally engaging in the
manufacture of apparels for some international fashion brands
with production bases in Zhuhai and Zhongshan, the PRC. Mr.
MA holds a Bachelor of Social Science degree from the
University of Hong Kong.

WUN Kwang Vincent, aged 58, is our independent non-executive
Director. Mr. WUN joined us in April 2006. He is currently the
managing director of Pinefield Industries Ltd, a manufacturer of
wooden products. Mr. WUN obtained a Master of Business
Administration degree from the Harvard University in 1979.
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SENIOR MANAGEMENT

WONG Wai Tak Victor, aged 47, is the chief operating officer of
our Sportswear Manufacturing Business. Mr. WONG joined us in
December 2007 and has over 20 years of experience in garment
industry. Prior to joining us, Mr. WONG had been the founder of
Demokritus Consultancy Co., a management consulting business.
Mr. WONG had also been the director of Liz Claiborne Inc., chief
operation officer of Clover Group International Limited, group
product manager of Li & Fung (Trading) Limited, fabric sourcing
manager and business development manager of Levi Strauss
Eximco and the senior merchandising manager of Mountain Rose
Limited (for Polo Ralph Lauren in Hong Kong). Mr. WONG
obtained a High Diploma in Business Administration and
Communication, Advertising and Media from Greenwich Business
College, London in 1982. He is a member of Hong Kong Intimate
Apparel Industries Association.

CHAN Kam Cheong, aged 52, is the chief executive of Al-Aham
and is responsible for overseeing our production facility in Jordan
and the NYL Business. Before joining our Group, Mr. CHAN had
his own business of developing, manufacturing and exporting
apparel to the US. Mr. CHAN joined our Group in 2000 when we
acquired a 60% interest in Gold Chase Limited. He obtained a
higher diploma in textile technology from the Hong Kong Polytechnic
in 1979.

WONG Hiu Man, aged 41, is the managing director of our
Sportswear Wholesale Business. Mr. WONG joined us in 1998
and became the group financial controller and was promoted to
be our managing director of our Sportswear Distribution Business
in March 2007, overseeing the distribution business of Umbro
Products. Prior to joining us, he held various positions, including
assistant corporate relationship manager and assistant division
manager in the import/export department in HSBC in Hong Kong
for 5 years. He also worked for BP Chemicals Limited in UK from
1990 to 1992. He was awarded a scholarship from the Hong
Kong Bank Foundation in 1986 to study for a Bachelor Degree in
Business Administration at the University of Bath in UK, and in
1988, he was also granted the Arthur Andersen Prize for

Financial Management.
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LAM Yen Wah Henry, aged 53, had been the managing director
of our Sportswear Retail Business during the year under review.
Mr. LAM joined us in January 2007 and resigned in February
2008. He has over 10 years of experience in retail & wholesales
business. Prior to joining us, Mr. LAM had been the director and
general manager of SiChuan Yellow Dragon Electric Power
Limited. Mr. LAM obtained a Master Degree in Business
Administration from the Chinese University of Hong Kong in
1996. Mr. LAM is a fellow member of the Association of Certified
Chartered Accountants and the Hong Kong Institute of Certified
Public Accountants.

SHIU Wai Ching Rita, aged 43, is the managing director of our
Sportswear Retail Business. Ms. SHIU joined us in 2003 and
became the general manager and was promoted to be the
managing director of our Sportswear Retail Business in January
2008. Ms. SHIU has over 8 years of experience in retail and
wholesales business. Prior to joining us, she had been the
assistant general manager for Lovable Products (Hong Kong)
Limited, a company engaging in the manufacturing, wholesaling
and retailing of toys products in the PRC market. She obtained a
higher diploma in business administration from Hong Kong
Management Association.

LI Chun Ho Fredrick, aged 31, is the sales and marketing
director of our Sportswear Manufacturing Business and a son of
Mr. LI. Kwok Tung Roy. Mr. Fredrick LI is responsible for
overseeing the sales and marketing functions of our Sportswear

Manufacturing Business. Prior to joining us in January 2004, Mr.
Fredrick LI had worked at TD Securities. Mr. Fredrick LI obtained
a bachelor degree in commerce from the University of Toronto in
2000.
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The Board recognises the importance of incorporating elements
of good corporate governance into the management structure and
the internal control procedures of the Group so as to ensure that
all business activities of the Group and the decision making
process are properly regulated.

During the year under review, the Company has complied with
the applicable code provisions and most of the recommended
best practices set out in the Code on Corporate Governance
Practices (the “Code”) in Appendix 14 of the Listing Rules.

Model Code for Securities Transactions by Directors

The Company has adopted the code of conduct regarding
directors’ securities transactions as set out in the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model
Code”) in Appendix 10 of the Listing Rules. Having made enquiry
of all Directors, they all have confirmed that they have complied
with the required standard as set out in the Model Code
throughout the accounting period covered by this annual report.

Board of Directors

The overall management of the Group’s business is vested in the
Board.

The Board is responsible for governing the Group and managing
assets entrusted by the Shareholders. Its principal
responsibilities include the formulation of the Group’s business
strategies and management objectives, monitoring and
overseeing the performance of the Group, setting the Group’s
values and standards and ensuring a prudent and effective
framework of internal control is in place to enable risks to be

assessed and managed.

The day-to-day operations of the Group are delegated to the
Chief Executive Officer and the management of the Group. The

delegated functions and work task are periodically reviewed.
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Composition

The Board currently comprises five executive Directors and four
independent non-executive Directors, whose biographical details
and family relationships among certain Directors are set out in
the section headed “Biographical Details of Directors and Senior
Management” on pages 26 to 30. The composition of the Board is
well balanced with each Director having sound knowledge,
experience and/or expertise relevant to the business operation
and development of the Group.

All Directors are aware of their collective and individual
responsibilities to the Shareholders and have exercised their
duties with care, skill and diligence, contributing to the successful
performance of the Group.

Chairman and Chief Executive Officer

To ensure a balance of power and authority, the roles of the
Chairman and the Chief Executive Officer are segregated. The
Chairman of the Board is Mr. LI Kwok Tung Roy. The Chief
Executive Officer is Mr. LAl Ching Ping. There is a clear
segregation between the Chairman’s responsibility for the
management of the Board and the Chief Executive Officer’s
responsibility for the management of the day-to-day operations of
the Group’s business.

Appointment of Independent Non-Executive Directors

Independent non-executive Directors serve the relevant function
of bringing independent judgment on the development,
performance and risk management of the Group. The Group’s
independent non-executive Directors have been appointed for
terms of three years and subject to retirement by rotation at least
once every three years.

All of them have satisfied the independence criteria and the
Company confirmed that it has received a confirmation from each
of them pursuant to rule 3.13 of the Listing Rules. The Directors

consider them to be independent.
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Certain committees have been set up under the Board to
supervise the management and administrative functions of the
Group. They include:

Remuneration Committee

The Company established the Remuneration Committee on 18
April 2006 with written terms of reference. The primary duties of
the Remuneration Committee include making recommendations
to the Board on the policy and structure of all remuneration of the
Directors and senior management and on the establishment of a
formal and transparent procedure for developing policy on such
remuneration. The Company’s emolument policy is to ensure that
the remuneration offered to employees including executive
Directors and senior management is based on the skills,
knowledge, responsibilities and involvement in the Company’s
affairs. The remuneration packages are also determined by
reference to the Company’s performance and profitability,
remuneration level in the industry and the prevailing market
conditions. The emolument policy for independent non-executive
Directors, mainly comprising directors’ fees, is subject to an
annual assessment with reference to the market standard.
Individual director and senior management would not be involved
in deciding their own remuneration.

The following is a summary of the work attended by the
Remuneration Committee in 2007:

* review of the Group’s long-term incentive policy including,
among others, granting of share options;

+ determination of remuneration packages for senior
executives;

* review and setting of key performance indicators for senior
management; and

* review and setting of the Company’s annual bonus plan
according to the Company’s key performance indicators.

The remuneration of Directors comprises basic salary, pensions
and discretionary bonus. Details of the amount of emoluments of
Directors for the year ended 31 December 2007 are set out in
note 25(b) to the consolidated financial statements.

Members of the Remuneration Committee comprise Dr. CHAN
Kwong Fai (Chairman), Mr. LI Kwok Tung Roy and Mr. KWAN Kai
Cheong, two of whom are independent non-executive Directors.
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Nomination Committee

The Company established the Nomination Committee on 18 April
2006 with written terms of reference. The Nomination Committee
is mainly responsible for making recommendations to the Board
on the appointment of Directors and the management of the
Board succession. It carries out the process of selecting and
recommending candidates for directorship with reference to the
selection guidelines which include appropriate professional
knowledge and industry experience, personal ethics, integrity and
personal skills. The Nomination Committee also considers
referrals and engagement of external recruitment professionals
when necessary and makes recommendations to the Board for
selection and approval.

During the year under review, the Nomination Committee has
recommended the re-election of all the Directors to the Board for
approval.

Members of the Nomination Committee comprise Mr. WUN
Kwang Vincent (Chairman), Mr. LI Kwok Tung Roy, Mr. LAl Ching
Ping and Mr. MA Ka Chun, two of whom are independent non-
executive Directors.

Audit Committee

The Company established the Audit Committee on 18 April 2006
with written terms of reference in compliance with the Code. The
primary duties of the Audit Committee include reviewing,
overseeing and supervision of the effectiveness of our financial
reporting processes, internal control systems and risk
management. The Audit Committee shall comprise at least three
members with the majority being independent non-executive
Directors.

During the year under review, the Audit Committee has reviewed
the consolidated financial statements for the year ended 31
December 2007 and the unaudited interim consolidated financial
information for the six months ended 30 June 2007 with
recommendations to the Board for approval. It has also discussed
with the management and the external auditor on the accounting
policies and practices which may affect the Group and the
financial reporting matters.

Members of the Audit Committee comprise Mr. KWAN Kai
Cheong (Chairman), Mr. WUN Kwang Vincent, Dr. CHAN Kwong
Fai and Mr. MA Ka Chun, all being independent non-executive

Directors.
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ERLEEER Attendance of Meetings

EXTETHETESSEE  FMEZE]RE  The Board holds regular Board meetings, Remuneration

2 BESZEC9ENERKEEEEE 5 Committee meeting, Nomination Committee meeting and Audit

RAEEMNEY 28 RERERTFF Committee meetings to discuss the Group’s businesses,

EEEEYRBR W BESHE LM operations, development and conduct. All important issues are

EELEHINT ¢ discussed in a timely manner. The attendance record of each
Director at the aforesaid meetings is set out below:

BE-ETtF+-A=1t-HL
EEHE/SCERLEEEREY

Number of meetings attended/

eligible to attend for the year ended
31 December 2007

FMESEE REZEEE BHKEES
Bzl g3 g3 f
Remuneration Nomination Audit

Board Committee Committee Committee

EENR Name of Director Meeting Meeting Meeting Meeting
HITEE Executive Directors

ZEIREE 12 Mr. LI Kwok Tung Roy ** 4/4 11 11 N/A
REFLKE Mr. LAI Ching Ping 3 4/4 N/A 11 N/A
RELE Mr. CHEUNG Chi 4/4 N/A N/A N/A
TEREE Mr. LEE Kwok Leung 4/4 N/A N/A N/A
BAEREE Mr. CHOW Chi Wai 4/4 N/A N/A N/A

BUFHTESE Independent Non-Executive Directors

W fe ¥ 8 £ 25 Dr. CHAN Kwong Fai 25 3/4 11 N/A 2/2
BRELE Mr. KWAN Kai Cheong '* 4/4 11 N/A 2/2
BEREEES Mr. MA Ka Chun % 4/4 N/A 11 2/2
BIEN K Mr. WUN Kwang Vincent 4% 4/4 N/A 11 2/2
Hat - Notes:

1. FHEEERE 1.  Members of Remuneration Committee

2. ¥MZEa8XRE 2. Chairman of Remuneration Committee

3. RE{ZEEHE 3. Members of Nomination Committee

4, RELEEER 4. Chairman of Nomination Committee

5. BERZEEHKE 5.  Member of Audit Committee

6. BERZEEXR 6. Chairman of Audit Committee




XKEEEEZERARZAT  WinHanverky Holdings Limited

EEREX

ESEYREEAARRAREYBEX
RAVBEBRRE CEBEBREMAENR
MNEBMBEREER  FERERFERYH
BRARPDARFTEFEEHEANTES
AREBIIRGEMBRMRME2 -

ADRANBLEEMAERERAER RSB
BHRENSEZARIRNAFIHRFIZ64EH
BAGEMRE -

EREEFR - B4 D T IR BB TR KE
BHMEBAXAOMESOT

RBHE

REIR
FRBRE ()

MW FRBRBBEERTRUEEN BT
HERFRHBABRYE -

P &P BE 12

ESEREARENANERERF  YER
NAKERBER (BERE  EERSRE
HREBRER) RN EZTECRALEE
ABEEFENRY  THEBIBE -

AREHNER  EBREEAKEERR
EHNER AEENADEZFESER
REREAERBAIBL - LEERRE
EEAELMNAR  URERXBERE -

REBEER  EZECEBERZESRT
AEEABEERROAN

Accountability and Audit

The Board acknowledges its responsibility for preparing the
financial statements of the Group. In preparing the financial
statements, the Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants have
been adopted. The principal accounting polilies, which have been
consistently applied to all the years, adopted for the preparation
of financial statements of the Group are set out in Note 2 to the
consolidated financial statements.

The Company’s external auditor’s responsibility on the financial
statements of the Group is set out in the independent auditor’s
report on pages 63 to 64 of this annual report.

During the year under review, the remuneration paid to the
Company’s external auditor, PricewaterhouseCoopers is set out
as follows:

FER
Nature of services HK$’000
Audit services 4,300
Non-audit services (Note) 688
4,988

Note: Non-audit services include review of interim financial information,
certain agreed-upon procedures and taxation related services.

Internal Control

The Board is responsible for the Group’s internal control
procedures and for reviewing the effectiveness of the Group’s
internal control system which includes financial, operational and
compliance controls and risk management functions. It has
conducted a review of, and is satisfied with, the effectiveness of
the internal control system of the Group.

The Group is committed to the identification, monitoring and
management of risks associated with its business activities. The
Group’s internal control is designed to provide reasonable
assurance against material misstatement or loss and to manage
and eliminate risks of failure in operational systems and
fulfillment of business objective.

During the year under review, the Board, through the Audit
Committee, has conducted a review of the effectiveness of the
internal control system of the Group.
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The Directors have pleasure in presenting their annual report
together with the audited financial statements of the Company
and of the Group for the year ended 31 December 2007.

Principal Activities and Geographical Analysis of
Operations

The Group is principally engaged in the manufacturing,
distribution and retailing of garment products, including
sportswear, active and outer wear, and related accessories. Sales
are primarily under OEM arrangement to customers in the US and
Europe, and wholesale and retail modes in the PRC and Hong
Kong.

An analysis of the Group’s performance for the year by business
and geographical segments is set out in note 5 to the
consolidated financial statements.

Results and Dividends

The results of the Group for the year ended 31 December 2007
are set out in the consolidated income statement on page 67 of
this report.

The Board recommend a payment of final dividend of HK3.5
cents per Share for the year ended 31 December 2007, subject to
Shareholders’ approval at the forthcoming annual general
meeting to be held on Tuesday, 13 May 2008, payable to the
Shareholders whose name appear on the register of members of
the Company at the close of business on Wednesday, 7 May
2008. The final dividend will be paid on or about Friday, 30 May
2008.

The Board has also declared an interim dividend of HK3.3 cents

per Share for the six months ended 30 June 2007.
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Closure of Register of Members

The register of members of the Company will be closed from
Thursday, 8 May 2008 to Tuesday, 13 May 2008 (both days
inclusive), during which period no transfer of Shares will be
registered. In order to qualify for entitlement to the final dividend
for the year ended 31 December 2007, all transfers of Shares
accompanied by the relevant share certificates must be lodged
with the Company’s share registrar in Hong Kong, Tricor Investor
Services Limited of 26th Floor, Tesbury Centre, 28 Queen’s Road
East, Hong Kong for registration not later than 4:30 p.m. on
Wednesday, 7 May 2008.

Reserves

Details of movements in the reserves of the Company and of the
Group during the year are set out in note 22 to the consolidated
financial statements and in the consolidated statement of
changes in equity on pages 68 to 69 of this report, respectively.

Distributable Reserves of the Company

As at 31 December 2007, the Company’s reserves available for
distributions to Shareholders were HK$1,247.9 million,
comprising share premium of HK$666.9 million, share-based
payment reserve of HK$7.7 million, contributed surplus of
HK$528.3 million and retained earnings of HK$45.0 million.

Under the Companies Law of the Cayman lIslands, the share
premium reserve and the contributed surplus of the Company
may be distributed subject to the provision of the Company’s
Articles of Association and provided that immediately following
the date on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debt as and when they
fall due in the ordinary course of business.

Share Capital

Details of movements in the share capital of the Company are set
out in note 21 to the consolidated financial statements.

Property, Plant and Equipment

Details of movements in the property, plant and equipment of the
Group are set out in note 7 to the consolidated financial

statements.
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Donation

During the year under review, the Group made charitable and
other donations totaling HK$607,000.

Financial Summary

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 4 of this
report.

Pre-emptive Rights

There is no provision for pre-emptive rights under the Company’s
Articles of Association and there is no restriction against such
rights under the laws of Cayman Islands where the Company is
incorporated, which would oblige the Company to offer new
shares on a pro-rata basis to existing shareholders.

Purchase, Sale or Redemption of Securities

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

Directors

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

Executive Directors
Mr. LI Kwok Tung Roy
Mr. LAI Ching Ping
Mr. CHEUNG Chi

Mr. LEE Kwok Leung
Mr. CHOW Chi Wai

Independent Non-Executive Directors
Dr. CHAN Kwong Fai

Mr. KWAN Kai Cheong

Mr. MA Ka Chun

Mr. WUN Kwang Vincent

In accordance with Article 87(1) of the Company’s Articles of
Association, Mr. Li Kwok Tung Roy, Mr. Lai Ching Ping and Mr.
Cheung Chi shall retire by rotation at the forthcoming annual
general meeting and, being eligible, offer themselves for re-
election.
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Directors’ and Senior Management’s Biographies

Biographical details of the Directors and the senior management
of the Group are set out on pages 26 to 30.

Directors’ Service Contracts

Each of the executive Directors has a service contract with the
Company for a term of three years and is subject to termination
by either party giving not less than six months’ written notice.
Under the service contracts, each of the executive Directors is
entitled to an annual discretionary management bonus in respect
of each complete financial year of the Group as the Board may
approve.

Each of the independent non-executive Directors does not enter
into any service agreements with the Company but has a fixed
term of office for three years.

Directors’ Interest in Contracts

No contract of significance in relation to the Group’s business to
which the Company, its holding company or any of its
subsidiaries was a party and in which a Director had a material
interest, whether directly or indirectly, subsisted at the end of the

financial year or at any time during the financial year.
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(a) ARARBHEA

Directors’ Disclosure of interests

As at 31 December 2007, the interests and short positions of the
Directors and chief executive(s) of the Company (if any) in the
shares, underlying shares and debentures of the Company and
its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which were notified to
the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short
positions which any such director or chief executive has taken or
deemed to have under such provisions of the SFO) and were
recorded in the register maintained by the Company pursuant to
section 352 of the SFO, or which were notified to the Company
and the Stock Exchange pursuant to the Model Code were as
follows:

(a) Long positions in the Shares of the Company

EARAF

EmBED*

BRHEBE Percentage of

ESpE 514 Number interest in

Name of Directors Capacity of Shares the Company*

FERELE ZEHQRER 742,985,967 58.58%
Mr. LI Kwok Tung Roy Interests in controlled company (MtE1)
(Note 1)

BAEERE [EPN % 35,520,000 2.80%
Mr. CHOW Chi Wai Personal interest (MgEE2)
(Note 2)

RELE [EPN % 10,650,000 0.84%
Mr. CHEUNG Chi Personal interest (MFEE3)
(Note 3)

FEREE EPN 2,000,000 0.16%
Mr. LEE Kwok Leung Personal interest (Mt £ 4)
(Note 4)

* BOHDREALREE-ZSTLE+ZA= *  The calculation of percentages is based on 1,268,400,000 Shares of

+— B2 #171,268,400,0000% )R 17 5+ & -

the Company in issue as at 31 December 2007.
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ESEZEE @ Directors’ Disclosure of Interests (Continued)
(a) XARRBIF R @) (a) Long positions in the Shares of the Company (Continued)
Hiat - Notes:

1. ZHE®RELEHEEQuinta Asia Limited
(TQuintal) EB1TRAT0% - HRER
QuintaW i Hl % > REFFRUER
Bl > ZEREER IR B EHF Quintafi
BALDANERZ REFELEEREE
QuintaB B 1TRAHE30% (B ZES
222,895,790/ B R MY RE T R A ME AR D &)
RAEH17.57%) °

2. BAEEXE%EF26,520,0008 1% 0 I
BAEARRAMBERRE  IREENX
A FER A S RS E152589,000,0008%
B e

3. RELEHEEG650,000RKRM - WIREXK
RAMBEEBERE TREEXLORER
Ai 88 AR FE 5T 215285 10,000,000/% IR 13 ©

4. ZEREERERAMEEBRE 7
BREEBRCHAERABRES IS

1. Mr. LI Kwok Tung Roy holds 70% of the issued share capital of
Quinta Asia Limited (“Quinta”). Mr. LI Kwok Tung Roy has a
controlling interest in Quinta and is therefore deemed to be
interested in Quinta’s interest in the Company for the purposes
of the SFO. Mr. Lai Ching Ping holds the remaining 30% of the
issued share capital of Quinta (representing an indirect interest
in 222,895,790 Shares or approximately 17.57% shareholding in
the Company).

2. Mr. CHOW Chi Wai is interested in 26,520,000 Shares held and
is also taken to be interested as a grantee of options to
subscribe for 9,000,000 Shares under the Pre-IPO Share Option
Scheme.

3. Mr. CHEUNG Chi is interested in 650,000 Shares held and is
also taken to be interested as a grantee of options to subscribe
for 10,000,000 Shares under the Pre-IPO Share Option Scheme.

4. Mr. LEE Kwok Leung is interested as a grantee of options to
subscribe for 2,000,000 Shares under the Pre-IPO Share Option

2,000,0008% f& 12 ° Scheme.
(b) RARMEBLIE(ERRESFR (b) Long positions in the shares of Associated Corporations
HE®RG) WRDIFR of the Company (as defined in the SFO)

1 M8 B O
EEESH
Percentage of
LR BB EE interest in
EEHE Associated & 14 Number associated
Name of Directors corporation Capacity of shares corporation
FEREE Quinta 8 ARz 7 70%

Mr. LI Kwok Tung Roy Personal interest
REFEE Quinta B AR 3 30%

Mr. LAI Ching Ping

BRENFIREES  R-ZTLF+A
=t—-R BB THRARIAKSZAEN
BEAYEESIFEREELAAARA
HEEE (ERREFRABKRMIEXV
#) 2B 7m - BRSO RES 2 EMER

S A
FKE -

Personal interest

Save as disclosed above, as at 31 December 2007, none of
the Directors, chief executive(s) or any of their respective
associates had any interest or short position, whether
beneficial or non-beneficial, in the shares, the underlying
shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the SFO).
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Substantial Shareholders’ Interests and Short
Positions in the Shares of the Company

As at 31 December 2007, as far as the Directors were aware, the
following persons (other than the Directors or chief executive(s) of
the Company) had interests or short positions in the Shares or
underlying Shares which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO or were recorded in the register required to be kept
under Section 336 of the SFO.

KARARBEFR Long positions in the Shares of the Company
EAR QA ER
BAOBE D
Approximate
HEHA percentage of
=8 514 Number interest in
Name Capacity of securities the Company*
Quinta B R 742,985,967 58.58%

Beneficial interest

Templeton Asset BERER 114,447,814 9.02%

Management Ltd Beneficial interest

¥ HAOWDBREARAATAR-ZZLE+ZA=T
— HE#171,268,400,000lR RHHE o

REXFREEN R-ZBELF+ZA=
T—R  ARAUEREEAAL (FATE
BEROTBARRMN BH  RAEAAQAR
DREBRONEZIAEMAREESK
HERGIEXVEBE2RIT B2 HEIAEARD
BARREESRMERAIFEI6HRARTLRAE
RRAEFHNETH -

EERHBFERBzER

BRASEERN  ESVETRLIEHEN
FESRFRAUTREEIHEFERT2HE
MEBHEEREL -

*  The calculation of percentages is based on 1,268,400,000 Shares of
the Company in issue as at 31 December 2007.

Save as disclosed above, as at 31 December 2007, the Company
had not been notified by any person (other than the Directors or
chief executive(s) of the Company) who had interests or short
position in the Shares and underlying Shares of the Company
which were required to be disclosed to the Company under the
provisions of Division 2 and 3 of Part XV of the SFO or which
were recorded in the register kept by the Company under section
336 of the SFO.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

None of the Directors is interested in any business apart from the
Group‘s business which competes or is likely to compete, either

directly or indirectly, with the business of the Group.
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BRLMERABRE Pre-IPO Share Options

AETAEEREER—UEBHAEERE In recognition of the contributions made by employees and a
RRIWER  ARARAR-ZEEAFEAT consultant of the Group towards its growth and success, on 10
AOZEEERERREER L HAERAE May 2006, Pre-IPO Share Options (the exercise of which would
B ZEEENEMACEMNEBEBREE  entitle these grantees to an aggregate of 44,400,000 Shares)
BRAETBIRE - (ZEARATEZEERES have been granted by the Company to, and accepted by, certain
]2 44,400,0008% R 1) © employees and the relevant consultant.

BE-ZSE+E+-A=+-HULEEEWNE Movements of the Pre-IPO Share Options for the year ended 31

RARERAMBERESHOT ¢ December 2007 are as follows:
BERDBERABREYE
Number of Pre-IPO Share Options
BRTEE
Exercise Price RZZZ+tE RERTE RERXN RZZELF
per Share TEHE -A-H Exercised Lapsed T=A=1—-H
ARA B BEAH Exercise As at during during As at
Grantee HK$ Vesting date Period 01/01/2007 the year theyear  31/12/2007
REEE 1.596 06/09/2006 06/09/2006- 3,960,000 (2,000,000 — 1,960,000
HITEZE 09/05/2016
Mr. CHEUNG Chi 30/06/2007 30/06/2007- 3,960,000 — — 3,960,000
Executive Director 09/05/2016
30/06/2008 30/06/2008- 4,080,000 TER THEA 4,080,000
09/05/2016 nla nla
12,000,000 (2,000,000) — 10,000,000
REEEE 1.14 06/09/2006 06/09/2006- 6,000,000  (6,000,000)* — -
HITEE 09/05/2016
Mr. CHOW Chi Wai 30/06/2007 30/06/2007- 9,000,000 (9,000,000 — —
Executive Director 09/05/2016
30/06/2008 30/06/2008- 9,000,000 TER THEA 9,000,000
09/05/2016 nla nla

24,000,000  (15,000,000) - 9,000,000
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BRAHRERABRE @

Pre-IPO Share Options (Continued)

BRAHERABREHR
Number of Pre-IPO Share Options
SRITEE
Exercise Price R-ZEEtE REATE REREXX R-TTtF
per Share TEEE —A—H  Exercised Lapsed T—A=1+—H
ARA BT BEBRH Exercise As at during during As at
Grantee HK$ Vesting date  Period 01/01/2007 the year the year  31/12/2007
ZEREE 2.28 06/09/2006 06/09/2006- 804,000 (400,000)* — 404,000
HITEE 09/05/2016
Mr. LEE Kwok Leung 30/06/2007 30/06/2007- 804,000 — — 804,000
Executive Director 09/05/2016
30/06/2008 30/06/2008- 792,000 TER TEHR 792,000
09/05/2016 n/a n/a
2,400,000 (400,000) — 2,000,000
Apex Link Enterprises 2.28 06/09/2006 06/09/2006- 6,000,000  (6,000,000)* — —
Limited 09/05/2016
R (Ka)
Apex Link Enterprises
Limited
Consultant (Note)
6,000,000  (6,000,000) — —
#at 44,400,000 (23,400,000) — 21,000,000
Total

o OBRRTEERANHERABREST BB
ERMEFHRTER2.948T -

Mt

Apex Link Enterprises Limited ([Apex])  — &
REABRHEERBEBRENAR » Apex—EF
BARARER  HRARQAFARUBREMERS
RABERABRE -

*

The weighted average closing price per Share immediately before
the date of exercise of the Pre-IPO Share Options is HK$2.94.

Note:

Apex Link Enterprises Limited (“Apex”) is a company which provides
management and consultancy services in Hong Kong. Apex has been
engaged by the Company as a consultant and has been granted certain
Pre-IPO Share Options for its provision of services to the Company.
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Pre-IPO Share Options (Continued)

A summary of the principal conditions attached to the Pre-IPO
Share Options is set out below:

1. Consideration

A cash consideration of HK$1.00 has been paid by each
grantee of the Pre-IPO Share Options.

2. Option Period

Subject to other conditions as set out below, 10 years from
the date of the offer of the respective Pre-IPO Share Options
unless extended in writing by the Board (and approved by the
Independent Non-Executive Directors) in its absolute
discretion. Each of the Pre-IPO Share Options (to the extent
not already exercised) shall lapse automatically at the end of
such option period.

3. Exercised Periods and Exercise Price

As set out in pages 44 to 45.

4. Other conditions

The grant and/or exercise of each of the Pre-IPO Share
Options is subject to the following additional conditions:

(a) the Pre-IPO Share Option cannot be exercised within the
first six months after the commencement of dealings in
the Shares;

(b) any exercise of the Pre-IPO Share Option may be made
in part or in full subject to any further restrictions imposed
by the Company, the Stock Exchange and/or the Sponsor
as any of them see fit for the purposes of obtaining the
Stock Exchange approval to the listing of and permission
to deal in the Shares;

(c) any exercise of the Pre-IPO Share Option shall be further
subject to any guidelines issued by the Company from

time to time in order to ensure full compliance with the
Listing Rules;
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Pre-IPO Share Options (Continued)

4. Other conditions (Continued)

(d) the Pre-IPO Share Option is personal to the relevant

(e)

grantee and may not be transferred or assigned;

the

Pre-IPO Share Option (to the extent not already

exercised) shall lapse at the expiry of the option period

as described in paragraph 2 above or otherwise in the

following manner:

(i)

(ii)

(iii)

the grantee’s personal representatives (if any) may
exercise the Pre-IPO Share Option within 12 months
from his death, upon the expiry of which the Pre-IPO
Share Option (to the extent not already exercised)
shall lapse automatically unless extended by the
Board in its absolute discretion;

the grantee’s right to exercise the Pre-IPO Share
Option shall not be affected by his/its cessation of
employment, unless such cessation of employment
arises from any serious misconduct, bankruptcy or
conviction of any criminal offence involving integrity
or honesty, in which case the Pre-IPO Share Option
(to the extent not already exercised) shall lapse
automatically on the his/its last date of employment
with the Group;

if the grantee breaches any term or condition of the
Pre-IPO Share Option as described herein, the Pre-
IPO Share Option (to the extent not already
exercised) shall lapse automatically (unless
otherwise directed by the Board in writing in its

absolute discretion); and

(f) the grantee of the Pre-IPO Share Option shall adhere to
any undertakings or restrictions that may be further

imposed on them by the Stock Exchange or the Sponsor.




XKEEEEZERARZAT  WinHanverky Holdings Limited

EREE

ARFAERBRRR-ZSANFEFNANBE
BRNEERBRRIBRESS ([5HE])
BHESSTHNEAFAREEMNES &
& WHER Ex -FF #E®H K
B ABASBEESARE (AFE A AH
CERBE) ERBRE URBRSAER
ARBFPECRTRAEEI0%HRE © R
BRAEREMEMTEHTIBHRGE
B AHABEBEALARLTEHMNE &
TRAZ10% HERERRE—-SHER
HeREEREABLAMT=EAHE
nRTERERSTREBRE (BEST
ERARTERBRE MOEERRIBILIEH
TESRARECHEATBRITREFRITN
ROBE  THEBEBTROMN0.1%HE
{Ei#485,000,0008 7T - HEEERRE- it
ERN  MEEHBEERATERORN
TEEBERTRND1% -

DA EERARKERAREE LT THE
FHEMNEERSEE - B THREST
KSHEERSWEARNAEFES » Ma)
DEERSHEERAHRRREE  UFE
AEBEANE RORIRKBEEEHMNEE
KRSREFRBEMNCERSEELRR
BXBEEFE RAULEEEA -

AENEMEATE RZF-A"ENRAL
HER BRENTEEHESIRE %
AEERRHBREEANKUTEREER
HERMAAEXAROREXEERE
RAINFHRTERROAE=EFHS
E-BRETRESSEENHAARAKEAR
et FHBREMEETE  EARS
BIRFAVIR AT AR LR AR IR -

Share Option Scheme

Pursuant to the written resolutions of the Shareholders passed on
8 August 2006, the Company has established a share option
scheme (the “Scheme”) whereby the Board may, at their
discretion, invite any Directors, employees, consultants,
professionals, customers, suppliers, agents, partners or advisers
of or contractors to the Group (subject to the eligibility
requirements as set out therein) to take up options which entitle
them to subscribe for Shares representing up to a maximum in
nominal value of 30% of the issued share capital of the Company
from time to time. The total number of Shares available for issue
under the Scheme and any other schemes must not in aggregate
exceed 10% of the issued share capital of the Company as at the
Listing Date unless further Shareholders’ approval has been
obtained. The total number of Shares issued and to be issued
upon the exercise of the options granted and to be granted
(including both exercised and outstanding options) in any 12
months’ period up to the date of grant to a substantial
Shareholder or an independent non-executive director or their
associates would not exceed 0.1% of the shares in issue or an
aggregate value of HK$5,000,000 unless further Shareholders’
approval has been obtained; and to each other eligible person
would not exceed 1% of the Shares in issue.

The purpose of the Scheme is to recognise and acknowledge the
contributions that eligible participants have made or may make to
the Group. It also provides the eligible participants with an
opportunity to acquire proprietary interests in the Company with a
view to (a) motivate the eligible participants to optimise the
performance and efficiency for the benefit of the Group; and (b)
attract and retain or otherwise maintain ongoing business
relationship with the eligible participants whose contributions are,
will or expected to be beneficial to the Group.

The Scheme shall be valid and effective for a period of ten years
ending on 7 August 2016. The exercise price of options shall be
determined by the Board and shall not be less than the highest of
the closing price of the Shares as stated in the Stock Exchange’s
daily quotations sheet on the date of grant of the options and the
average closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the five business days
immediately preceding the date of offer and the nominal value of
a Share . An option may be exercised at any time during a period
as the Board may determine which shall not be more than ten
years from the date of grant of the option subject to the

provisions of early termination thereof.
- = - W
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The weighted average fair values of options granted in 2007 as
determined using the Black-Scholes valuation model (the
“Model”) was HK$0.81 (2006: HK$0.45) per option. The Model
was developed for use in estimating the fair value of traded
options that are fully transferable. Such Model requires input of
highly subjective assumptions, including the expected stock price
volatility. Because the Company’s share options have
characteristics significantly different from those of traded goods,
and because changes in the subjective input assumptions can
materially affect the fair value estimate, the Model does not
necessarily provide a reliable measure of the fair value of the
share options.

The accounting policy adopted for the share options is described
in note 21 to the consolidated financial statements.

Set out below are particulars and movements of the share
options under the Share Option Scheme for the year ended 31
December 2007 which were granted to an employee, who is one
of the directors of the Company’s subsidiaries and is working
under an employment contract:

BREXHETHERELR
Number of share options under
the Share Option Scheme
BRITRE RER
Exercise Price R-B8tE  REARE AE/&X% H-BBtE
per Share FEAY S -B-H Granted  Exercised/ T=A=1-A
AEA RbiAH & Vesting Exercise As at during  lapsed during As at
Grantee Date of grant HK$ date period 01/01/2007 the year theyear  31/12/2007
rEEHES 3011172007 2.06 0171212008 01/1212008- - 500,000 - 500,000
Employees of the Group 07/08/2016
01/12/2009 01/12/2009- - 500,000 - 500,000
07/08/2016
0171212010 01/12/2010- - 500,000 - 500,000
07/08/2016
- 1,500,000 - 1,500,000
EEEEN Management Contracts

ERBET VA FHERER AR ZHMAEMN
EABOEBNEBRTBAFANER

No contract concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year.

="—» "=
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Major customers and suppliers

Sales and purchases of the Group attributable to its major
customers and suppliers respectively for the year ended 31
December 2007 were as follows:

HHERD L LRBEOL

% of Sales % of Purchases

The largest customer/supplier 51.0 8.8
Five largest customers/suppliers 66.7 24.7

Umbro Group, being a connected person, is one of the five
largest customers to the Group during the year ended 31
December 2007. To the best knowledge and belief of the
Directors, none of the Directors, their associates or any
Shareholder owning more than 5% of the issued share capital of
the Company, has any interest in any of the Group’s five largest
customers or suppliers as disclosed above.

Connected Transactions

Certain related party transactions, disclosed in note 34 to the
consolidated financial statements also constitute connected
transactions under the Listing Rules, required to be disclosed in
accordance with chapter 14A of the Listing Rules. The following
transactions between certain connected parties (as defined in the
Listing Rules) and the Company have been entered into for which
relevant announcements, if necessary, had been made by the
Company in accordance with the requirements of the Listing

Rules.
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1. Connected Transactions

(A) Provision of guarantees to Win Sports Group

On 10 January 2007, the Company has granted
guarantees (“Guarantees”) in favour of The Hongkong
and Shanghai Banking Corporation Limited, Shanghai
Commercial Bank Ltd. and The Hongkong and Shanghai
Banking Corporation Limited, Shenzhen Branch,
amounting HK$6,250,000, HK$4,827,733 and
HK$5,250,000 respectively, in relation to the loan
facilities made available to Win Sports Group. The
purpose of the Guarantees is to enable Win Sports Group
to obtain the relevant loan facilities for use as their
respective general working capital. The Guarantees are
in proportion to the interest of the Company in Win Sports
Group and terms were negotiated on an arm’s length
basis.

At the same time when the Guarantees were provided
(which was prior to its subscription of an additional 25%
interest in Win Sports as referred to in paragraph 1(B)
below), the Win Sports Group was a group of companies
jointly owned by us and the TSG Group, which in turn
owned and controlled by Mr. Samuel Ho and his relative.
Given that Mr. Samuel Ho was a director of certain
members of the Group within the preceding 12 months
from the date of this annual report, the TSG Group is
therefore an associate of Mr. Samuel Ho and is therefore
a Connected Person. Further, the Win Sports Group
should be regarded as associates of the TSG Group and
therefore a Connected Person of the Company.

As the aggregate amount of the Guarantees is more
0.1% but less than 2.5% under the applicable percentage
ratios, the provision of the Guarantees are only subject to
the reporting and announcement requirements under
Rules 14A.45 to 14A.47, and are exempt from the
independent shareholders’ approval requirement of the

Listing Rules.
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(B) Share subscription in Win Sports

On 5 February 2007, Frankton International Limited
(“Frankton”), a wholly-owned subsidiary of the Company,
has entered into the subscription and shareholders’
agreement (“Agreement”) with TSG BVI and Win Sports,
pursuant to which, among others, Frankton and TSG BVI
have agreed to subscribe for the shares of Win Sports at
a consideration of HK$45,000,000 and HK$5,000,000
respectively. The consideration was determined after
arm’s length negotiation between the parties. On
completion of the Agreement, the Company will be able
to control the operation of Win Sports, which is currently
the Group’s jointly controlled entity, and therefore, in line
with the Group’s strategy to increase operational control
over its distribution and retail businesses and to enhance
its strategic position in the retail and wholesale markets
in Hong Kong and the PRC.

At the time when the Agreement was entered into, the
Win Sports Group was a group of companies jointly
owned by us and the TSG Group, which in turn owned
and controlled by Mr. Samuel Ho and his relative. Given
that Mr. Samuel Ho was a director of certain members of
the Group within the preceding 12 months from the date
of this annual report, the TSG Group is therefore an
associate of Mr. Samuel Ho and is therefore a Connected
Person. Further, the Win Sports Group should be
regarded as associates of the TSG Group and therefore a
Connected Person of the Company.

As the consideration is over HK$10,000,000 and one or
more of the applicable percentage ratios as set out in
Rule 14.07 of the Listing Rules exceed 2.5%, the
Agreement is subject to the reporting, announcement and

independent shareholders’ approval requirements under
Rule 14A of the Listing Rules.
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(C) Sale of 15% in T&S HK to the Umbro Group

On 8 February 2007, T&S BVI, an indirectly wholly-owned
subsidiary by the Company, as vendor has entered into
the sale and purchase agreement (“SP Agreement”) with
Umbro International Limited (“UIL”) as purchaser and
others, pursuant to which T&S BVI has conditionally
agreed to dispose of and UIL has conditionally agreed to
acquire the 15% shares in T&S HK at a cash
consideration of US$16.5 million. On the same day, T&S
HK and UIL have entered into the Umbro Distributor
Agreement pursuant to which UIL has conditionally
agreed to grant T&S HK a non-exclusive license to have
the Umbro branded products manufactured by the
authorised manufacturers or the sourcing division of UIL
and an exclusive right in the Greater China to sell the
Umbro Products during 1 March 2007 to 31 December
2020. The consideration was determined after arm’s
length negotiation between the parties by reference to
the consolidated net profit after income tax of T&S HK
and its subsidiaries for the year ended 31 December
2005. This transaction would strengthen the strategic
alliance between the Group and UIL for development of
the distribution business of Umbro Products in the
Greater China.

At the time when the SP Agreement and the Umbro
Distributor Agreement were entered into, as the Umbro
Group is a substantial shareholder of a subsidiary of our
Company, hence it is a Connected Person.

As each of the total assets ratio and revenue ratio for the
sale of the 15% shares in T&S HK is more than 2.5% but
less than 25% and the consideration is more than HK$10
million, the SP Agreement and the Umbro Distributor
Agreement are subject to the reporting, announcement

and independent shareholders’ approval requirements
under Rule 14A of the Listing Rules.
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(D) Provision of shareholders’ loan and guarantees to T&S

HK

On completion (“Completion”) of the sale of 15% in T&S
HK on 22 March 2007 as described in paragraph 1(C)
above, shareholders' loans of HK$38,134,814 and
guarantees of HK$50 million and HK$8.55 million, in
favour of The Hongkong and Shanghai Banking
Corporation Limited and Shanghai Commercial Bank Ltd.
respectively, previously provided, would continue to be
provided by the Group to T&S Group, have constituted
connected transactions. After Completion, T&S HK
became owned as to 40% by Umbro International Limited
(“UIL"). As UIL is a substantial shareholder of T&S HK, it
is a Connected Person. As T&S HK is an associate of
UIL, T&S HK is also a Connected Person.

The shareholders’ loans are granted for financing T&S
HK’s general working capital and the provision of
guarantees is to enable T&S Group to obtain the relevant
banking facilities for general working capital requirement
and trade financing.

As the relevant percentage ratios for each of the
shareholders’ loans and guarantees are more than 2.5%
but less than 25% and the consideration are more than
HK$10 million, the shareholders’ loans and guarantees
are subject to the reporting, announcement and

independent shareholders’ approval requirements under
Rule 14A of the Listing Rules.
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2. Continuing Connected Transactions

(A)

Provision of sub-contracting services to Active and
Outerwear Business of the Group

Al-Aham Garment Manufacturing Co. Ltd (“Al-Aham”), a
wholly owned subsidiary of the Company, has been
engaging Diamond Needle Factory (Jordon) Co. Ltd
(“Diamond Needle”) as a sub-contractor for
manufacturing components of products bearing the brand
of NYL since the second half of the year 2004 due to the

limitation in the production capacity of our Group.

Mr. CHAN Kam Cheong (“Mr. Chan”) is the chief
executive of Al-Aham. Given that Diamond Needle is
beneficially and wholly-owned by Mr. CHAN'’s brother, Mr.
CHAN Kam Chuen, Diamond Needle is therefore an
associate of Mr. Chan, and hence a Connected Person.

The sub-contracting fee that has been paid or payable by
our Group to Diamond Needle amounted to
HK$10,858,000 for the year ended 31 December 2007,
which was below the relevant annual cap approved by
the Stock Exchange as disclosed in the Company’s
prospectus dated 25 August 2006 (the “Prospectus”).

Sales of Umbro Products by Sportswear Distribution
Business of the Group to Win Sports Group

T&S HK and its subsidiaries have been supplying Umbro
Products to the Win Sports Group pursuant to our
Group’s distribution right under the Umbro Distributor
Agreement.

The Umbro Group is a substantial shareholder of a
subsidiary of our Company, hence it is a Connected
Person. And as T&S HK is an associate of the Umbro
Group, hence T&S HK is a connected person of our
Company.

Our sales of Umbro Products to the Win Sports Group
amounted to HK$67,634,000 for the year ended 31
December 2007, which was below the relevant annual
cap approved by the Stock Exchange and announced to
the public on 11 June 2007.
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(C) Purchases of fabrics by Active and Outwear Business of

the Group

Oceanjade Corporation Limited (“Oceanjade”) is one of
the suppliers of Rich Form (HK) Limited, a wholly-owned
subsidiary of our Company, for fabrics and related fabric-
samples (“Fabrics”) for the production of products
bearing the brand of NYL. We established a business
relationship with Oceanjade since 2001 and would like to
continue our relationship so long as Oceanjade is able to
continue to supply quality Fabrics at competitive pricing
to us.

Given that Oceanjade is beneficially and wholly-owned by
Mr. Chan’s brother, Mr. CHAN Kam Chuen, and that Mr.
Chan is a chief executive of Al-Aham, an indirect wholly-
owned subsidiary of our Company, Oceanjade is
therefore an associate of Mr. Chan, and hence a
Connected Person.

Our purchases of Fabrics from Oceanjade amounted to
HK$ 43,424,000 for the year ended 31 December 2007,
which was below the relevant annual cap approved by
the Stock Exchange as disclosed in the Prospectus.
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(D) (i) Sales of products bearing UMBRO brand by

Sportswear Manufacturing Business to the Umbro
Group

In addition to being a licensed distributor of Umbro
Products for the Umbro Group, we are also an
authorised supplier of the Umbro Group for products
bearing UMBRO brand for the Umbro Group’s
distribution in the EU. We, through, Win Hanverky
Limited, our wholly-owned subsidiary, has been
supplying such products to the Umbro Group since
August 2004. To better allocate our production
resources and capacity and for cost effectiveness, we
engage independent third party contractors for the
manufacture of such products.

The Umbro Group is a substantial shareholder of a
subsidiary of our Company, hence it is a Connected
Person.

Our sales to Umbro Group amounted to
HK$57,702,000 for the year ended 31 December
2007, which was below the relevant annual cap
approved by the Stock Exchange as disclosed in the

Prospectus.
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(D) (ii) Payment of royalty by Sportswear Distribution

Business to the Umbro Group and purchases of
Umbro Products from the Umbro Group for
distribution of the Umbro Products

Pursuant to the Umbro Distributor Agreement, we
distribute various Umbro Products in the Greater
China. These products are sourced from suppliers
approved by the Umbro Group directly or via an
internet platform operated by the Umbro Group
(“Platform”) until 31 December 2007. Thereafter all
Umbro Products must be secured through Umbro
International Limited, one of the members of the
Umbro Group. As part of the Umbro Distributor
Agreement, we pay, through T&S HK, Guangzhou
BYS, Team & Sports (Shenzhen) Limited and Tien
Yan Limited wholly-owned subsidiaries of T&S HK,
royalty to the Umbro Group for our distribution of
Umbro Products in the Greater China calculated in
accordance with the terms set out therein.

The Umbro Group is a substantial shareholder of a
subsidiary of our Company, hence it is a Connected
Person.

Our royalty to and purchases from the Umbro Group
amounted to HK$70,167,000 and HK$1,469,000
respectively for the year ended 31 December 2007,
which was below the relevant annual caps approved
by the Stock Exchange and announced to the public
on 8 February 2007.
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(E) Purchases of Umbro Products by Sportswear Distribution

Business from the TSG Group

Due to the long established relationship with the TSG
Group, TSG Group, one of the Umbro Group’s approved
suppliers which is also an approved supplier on the
Platform, has been supplying Umbro Products to each of
T&S HK, Guangzhou BYS, Team & Sports (Shenzhen)
Limited and Tien Yan Limited for distribution pursuant to
our Group’s distribution right under the Umbro Distributor
Agreement.

The TSG Group is owned and controlled by Mr. Samuel
Ho and his relatives. Given that Mr. Samuel Ho was a
director of certain members of the Group within the
preceding 12 months from the date of this annual report,
the TSG Group should be regarded as an associate of
Mr. Samuel Ho and therefore a Connected Person.

Our purchases from the TSG Group amounted to
HK$16,500,000 for the year ended 31 December 2007,
which was below the relevant annual cap approved by
the Stock Exchange as disclosed in the Prospectus.

Sales by Sportswear Manufacturing Business to
Amerseas Enterprises Limited (“Amerseas”)

Bowker Garment Accessories Company Limited and its
subsidiaries (“Bowker Accessories Group”) and Win
Hanverky Textile Limited, subsidiaries of our Company,
have been supplying certain garment accessories and
fabric, respectively, to Amerseas and its subsidiaries
(“Amerseas Group”) starting from 2007.

As mentioned in (E) above, the TSG Group is a
Connected Person of the Company. And as Amerseas is
a wholly-owned subsidiary of the TSG Group, therefore, it

should be regarded as a Connected Person of the
Company.
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Our sales by Bowker Accessories Group and Win
Hanverky Textile Limited to the Amerseas Group
amounted to HK$1,614,000 and HK$3,312,000
respectively, which were below the relevant annual caps
approved by the Stock Exchange and announced to the
public on 15 January 2007.

The Directors, including the independent non-executive
Directors, have reviewed the continuing connected
transactions made during the year ended 31 December
2007 and confirmed that these transactions were entered
into:

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

(2) on normal commercial terms or on terms no less
favourable to the Company than terms available to or
from independent third parties;

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

(4) have not exceeded the relevant maximum amount
capped in accordance to the waiver previously
granted by the Stock Exchange or previous

announcement.
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Pursuant to Rule 14A.38 of the Listing Rules, the Board
engaged the auditor of the Company to perform certain
factual finding procedures on the above continuing
connected transactions on a sample basis in accordance
with Hong Kong Standard on Related Services 4400
“Engagements to Perform Agreed-Upon Procedures
Regarding Financial Information” issued by the Hong
Kong Institute of Certified Public Accountants. The
auditor has reported their factual findings for the selected
samples based on the agreed procedures to the Board
stating that:

(1) the selected samples of the transactions had been
approved by the Company’s Directors;

(2) the selected samples of the transactions in respect of
provision of goods or services by the Group were
entered into in accordance with the pricing policies of
the Group;

(3) the selected samples of the transactions were
entered into in accordance with the terms of the
agreements governing such transactions; and

(4) such transactions, where applicable, did not exceed
the relevant caps in accordance to the waivers
previously granted by the Stock Exchange or
previous announcements.

Code on Corporate Governance Practices

The Company has applied the principles and complied with the
code provisions in the Code on Corporate Governance Practices
as set out in Appendix 14 of the Listing Rules throughout the
accounting period covered by this annual report. Principal
corporate governance practices adopted by the Company are set
out in the Corporate Governance Report on pages 31 to 36 of this
report.

Sufficiency of Public Float

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, throughout
the year ended 31 December 2007 and up to the date of this
report, the Company has maintained a sufficient public float of
more than 25% of the Company’s issued Shares as required
under the Listing Rules.
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Auditor

The financial statements for the year ended 31 December 2007
have been audited by PricewaterhouseCoopers who will retire at
the forthcoming annual general meeting. A resolution will be
proposed at the forthcoming annual general meeting to re-appoint
PricewaterhouseCoopers as the auditor of the Company.

By order of the Board
LI Kwok Tung Roy
Chairman

Hong Kong, 26 March 2008
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PricewaterhouseCoopers
22/F, Prince's Building
Central, Hong Kong

TO THE SHAREHOLDERS OF
WIN HANVERKY HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Win
Hanverky Holdings Limited (the “Company”) and its subsidiaries
(together, the “Group”) set out on pages 65 to 169, which
comprise the consolidated and company balance sheets as at 31
December 2007, and the consolidated income statement, the
consolidated statement of changes in equity and the consolidated
cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation
and the true and fair presentation of these consolidated financial
statements in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants, and the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial
statements that are free from material misstatement, whether due
to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in
the circumstances.

Auditor’s responsibility

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

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

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

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

Opinion

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2007 and of the Group’s profit and
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 26 March 2008
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&®E N
Consolidated Company
W =—EBELE Z—ZTEIAFE —ZEFtE —FTEAE
Note 2007 2006 2007 2006
FEx FERx FEx FERx
HK$’000 HK$000 HK$’000 HK$000
FRBEE Non-current assets
HET Rt ERE Leasehold land and land use rights 6 53,086 31,476 = =
ME - BERRE Property, plant and equipment 7 547,028 345,907 = =
BREE Intangible assets 8 52,324 150,296 = —
REBARZRE Investments in subsidiaries 9 = — 1,232,338 1,025,578
REEQAAIZRE Investments in associates 10 25,184 21,589 = =
REBEHER2RE Investments in jointly controlled entities 1 = 14,395 = =
EEMEHER Deferred income tax assets 20 13,717 3,058 = —
EL it P 15 85 50 Other receivables 14 28,599 17,596 = =
719,938 584,317 1,232,338 1,025,578
REBEE Current assets
FE Inventories 12 486,155 282,725 - -
BHEZRARRE Trade and bills receivable 13 704,067 478,536 — —
Bé FAMFEKEMEWIER Deposits, prepayments and other receivables 14 125,980 36,160 582 714
RERRLZEY Cash and cash equivalents 15 580,280 567,387 253,925 400,364
1,896,482 1,364,808 254,507 401,078
mEEE Current liabilities
ENBEZRAREE Trade and bills payable 16 376,877 228,393 = —
FE 1 0R 3% R Lt BB {3 1R 3K Accruals and other payables 17 174,097 96,522 1,120 1,996
MEFAEHAR Current income tax liabilities 79,330 48,559 = —
e Borrowings 18 68,242 10,749 = —
ENEEEE Licence fees payable 19 4,036 58,748 = =
EAMEARRE Amounts due to subsidiaries 34 - - 110,966 119,107
702,582 442,971 112,086 121,103
RBEERE Net current assets 1,193,900 921,837 142,421 279,975
BEERRDER Total assets less current liabilities 1,913,838 1,506,154 1,374,759 1,305,553

MEBaBmEk -2 o

The accompanying notes are an integral part of these financial
statements.
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) AR H
Consolidated Company
M ZBBLE -ZETXRF ZBBLFE -ZERFE
Note 2007 2006 2007 2006

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

FRBEE Non-current liabilities

BE Borrowings 18 11,509 = = =

EREEEE Licence fees payable 19 = 131,266 = =

EEFEHRERE Deferred income tax liabilities 20 1,231 2,741 - —

12,740 134,007 - —

REE Net assets 1,901,098 1,372,147 1,374,759 1,305,553

£ Equity

AARAREBEA Capital and reserves attributable to

ELEEARHEE equity holders of the Company

¥ Share capital 21 126,840 124,500 126,840 124,500

e Reserves 22 1,686,336 1,211,463 1,247,919 1,181,053
1,813,176 1,335,963 1,374,759 1,305,553

DY RERER Minority interest in equity 87,922 36,184 - =

4 % Total equity 1,901,098 1,372,147 1,374,759 1,305,553

MWEBEERE—ID o The accompanying notes are an integral part of these financial

statements.
S S Li Kwok Tung, Roy Lai Ching Ping

2 B BEF Director Director
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Mt =E “EELFE ZEBERE
Note 2007 2006
FET FET
HK$’000 HK$’000
i & Revenue 5 3,322,400 2,487,519
HEME Cost of sales 24 (2,248,231)  (1,624,022)
EF Gross profit 1,074,169 863,497
HERDHEA Selling and distribution costs 24 (374,538) (280,038)
—RRTBAX General and administrative expenses 24 (334,260) (241,258)
Hi AR W& Other income and gains 23 34,752 10,766
ReERF Operating profit 400,123 352,967
BME WA Finance income 26 24,821 29,914
BEMA Finance costs 26 (6,019) (21,602)
MEKRAN — FHE Finance income — net 18,802 8,312
FE 1 B & A B Rl Share of profit of associates 10 2,647 131
BiELREZEFERER Share of loss of jointly controlled entities 1 (11,353) (605)
BRETEB B ATEF Profit before income tax 410,219 360,805
FrEBAxX Income tax expense 27 (75,525) (77,385)
FERA Profit for the year 334,694 283,420
B : Attributable to:
AATRERFEA Equity holders of the Company 290,259 260,600
PHRRES Minority interest 44,435 22,820
334,694 283,420
ARARRERE AESL Earnings per share for profit
FERANAZEREF attributable to the equity
(AERE T holders of the Company during
the year (expressed in
HK$ per share)
- &X — basic 28 0.231 0.259
- % — diluted 28 0.228 0.255
B2 Dividends 29 86,251 —

MEEyBHRE—HD
=g
67
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The accompanying notes are an integral part of these financial statements.
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BARREREAEL
Attributable to equity holders of the Company
(L& LEBRFER BER
Share e #Et  Minority Total
capital Reserves Total interest equity
(MizE21)  (M¥EE22)
(Note 21)  (Note 22)
FET = FET TR FET  TEX
HKS000 — HKS000  HKS$'000  HKS000  HK$000
R-ZZ+5—A-A%%&H  Balance at | January 2007 124500 1,211,463 1,335,963 36,184 1,372,147
EMBREER Currency translation differences
-KEE — Group — 28,011 28,011 6,590 34,601
-BENT — Associates — 948 948 = 948
-HEEHEE — Jointly controlled entity — 86 86 — 86
HEME A B RS Gain resulting from change in estimated
BUREZEEL consideration receivable from disposal
MU & (BFeE14) of interest in a subsidiary (Note 14) — 23,299 23,299 = 23,299
REEERAKWANTFE Net income recognised directly in equity — 52,344 52,344 6,590 58,934
FERF Profit for the year — 290259 290,259 44,435 334,694
—ETEERARALE Total recognised income for 2007 = 342,603 342,603 51,025 393,628
WEE KB A R Acquisition of subsidiaries
(Fff 529 (b) K 33) (Notes 9(b) and 33) — — — 11,866 11,866
REMEARER Acquisition of additional interests in
(FFEE9(c) ~ (d) K (e) subsidiaries (Notes 9(c), (d) and (e)) = 137 137 (1,862) (1,725)
HEMB AR ER Disposal of interest in a subsidiary
(HfzE9(f) (Note 9(f)) — 134116 134,116 (6,877) 127,239
BREE Share option scheme
- REEE (ME21) — value of services (Note 21) = 7,330 7,330 = 7,330
- BITROFAEHE (K321  — proceeds from issue of shares (Note 21) 2,340 32,544 34,884 = 34,884
ERRE Dividend paid —  (#1.857) (41,857 — (41,857
BB AR Dividends paid to minority shareholders
LERRRE of subsidiaries = = = (2,414) (2,414)
2,340 132,270 134,610 713 135,323
R-ZEZ2+tF+-A=+—-H Balance at
o3 31 December 2007 126,840 1,686,336 1,813,176 87,922 1,901,098

MEBHBHRE—MD -

The accompanying notes are an integral part of these financial statements.
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BARRELSEAERL
Attributable to equity holders of the Company
(LN LEBRFRER BRER
Share % @it Minority Total
capital Reserves Total interest equity
(FzE21)  (MFEE22)
(Note 21)  (Note 22)
FET FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R-BEXNF-A-BNEEH Balance at | January 2006 10,000 529,628 539,628 12,890 552,518
EMbEEL Currency translation differences — 7,236 7,236 1,660 8,896
HEM B B RS b Loss resulting from change in estimated
EUREZBELNER consideration receivable from disposal
(Bt = 14) of interest in a subsidiary (Note 14) — (7,548) (7,548) — (7,548)
BEEERIFEX) Net (expense)/ income recognised
LONEE: ] directly in equity — (312) (312) 1,660 1,348
FERF Profit for the year — 260,600 260,600 22,820 283,420
—EERERIWANEALE Total recognised income for 2006 — 260,288 260,288 24,480 284,768
BOIRG Issue of shares 34,500 752,100 786,600 — 786,600
BIOROHEERE Direct costs attributable to issue of shares — (42,884) (42,884) — (42,884)
RO EEBEER Capitalisation of share premium 80,000 (80,000) — — —
BERBLAER Acquisition of additional interests
in subsidiaries — 15 15 (15) —
HE Capital contributions — 21,458 21,458 — 21,458
xE Capital injection — 5 5 2 7
REBERENREEE Value of services in respect of share
(BHEE21) options granted (Note 21) — 10,853 10,853 — 10,853
BEHAENRE (K1) Dividends paid prior to the
Reorganisation (Note 1) —  (240,000)  (240,000) —  (240,000)
ERAHBARLERRERE Dividend paid to minority shareholders
of a subsidiary — — — (1,173) (1,173)
114,500 421,547 536,047 (1,186) 534,861
R-ZZEEAF+=ZA=+-H Balance at
4 B 31 December 2006 124,500 1,211,463 1,335,963 36,184 1,372,147

MEBMBHRER-—B2D -

The accompanying notes are an

integral part of these financial statements.
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iy = Z2BtE ZEEBARE
Note 2007 2006
FET FET
HK$’000 HK$°000
REXBHERE Cash flows from operating activities
REmBHRE Cash generated from operations 30(a) 157,916 55,765
EFFE Interest paid (2,549) (22,174)
ENEBREHR Hong Kong profits tax paid (28,215) (36,003)
EFPEARECERSH Mainland China enterprise income tax
paid (34,533)  (38,442)
BB ER Overseas income tax paid — (16)

MEREISHE/ (FT#)H4&F8  Net cash generated from/(used in)

operating activities 92,619 (40,870)
REZHRERE Cash flows from investing activities
2 WA R Interest received 22,908 25,685
BEASELTHE Purchase of leasehold land and
T AR land use rights (22,198) (3,482)
BEYE K Purchase of property, plant
&S and equipment (254,570)  (190,134)
HEMFE  HER Proceeds from disposal of property,
RIEFBRIE plant and equipment 30(b) 2,106 1,623
BB L RER Acquisition of additional interests
in subsidiaries 30(c) (1,725) —
WEME AR ERER Acquisition of interest in
subsidiaries/business 33 (27,105) —
HEMBARET Proceeds from disposal of certain
% T8 IR interests in a subsidiary,
BHEMRK net of direct costs 30(d) 127,239 —
HEMB AR ER Receipt of proceeds from disposal
FRERIE of interest in a subsidiary 5,709 22,085
WELEESER Acquisition of jointly controlled entities = (15,000)
FE Uit B8 B 5 Sk B R Decrease in amounts due from
related parties —_ 43,556
SR FRTFRRD Decrease in pledged bank deposits — 5,279
RETHMERS TR Net cash used in investing activities (147,636) (110,288)

MEBIBERE D o The accompanying notes are an integral part of these financial statements.
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Note 2007 2006
FET FET
HK$’000 HK$’000
BETHRERE Cash flows from financing activities
EEMEIHIE Proceeds from borrowings 74,251 213,904
BEEE Repayments of borrowings (13,794) (205,598)
BAHARENRE Dividends paid prior to
the Reorganisation —_ (240,000)
ERRE Dividends paid (44,271) (1,173)
BT 1D Issue of shares 34,884 786,600
BITRONEERE Direct costs attributable to
issue of shares — (42,884)
xE Capital injections — 7
BMETEREE S FE Net cash generated from
financing activities 51,070 510,856

HEeRBRLZEY CRL) /#m Net (decrease)/increase in cash and

g cash equivalents (3,947) 359,698
FENRERKEEEY Cash and cash equivalents at
beginning of the year 567,387 200,985
BHE4LESZEYE LR Exchange gains on cash and
cash equivalents 16,840 6,704
ERBERBEESZEEY Cash and cash equivalents at
end of the year 15 580,280 567,387

MBI BHRR D o The accompanying notes are an integral part of these financial statements.
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RZZEERENATHA  REEH
AABREBRORBUBRKEES RS
BB AT > Portico Group Limited
Corus Investments Limited®
Frankton International Limited (& %8
[EESENFERERZ  RERAKXAQT
NEEEEK -—RRFEREERRE
5 % 4 847 100,000,0008% A 0 5 & 4 2
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#  Quinta Asia Limitedf{ 5 & 2 7 &
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General information

Win Hanverky Holdings Limited (the “Company”) was
incorporated in the Cayman Islands on 13 December 2005,
as an exempted company with limited liability under the
Companies Law, Cap. 22, (Law 3 of 1961, as combined and
revised) of the Cayman lIslands.

On 14 August 2006, pursuant to a reorganisation, the
Company acquired all of the equity interests in Win Hanverky
Sportswear Company Limited, Portico Group Limited, Corus
Investments Limited and Frankton International Limited
(together the “Operating Group”), through share exchanges.
In this connection, as consideration, the Company issued and
credited as fully paid up 100,000,000 shares to Mr Li Kwok
Tung, Roy and Mr Lai Ching Ping, who were the sole
shareholders of the Operating Group. Upon completion of the
above-mentioned share exchanges on 14 August 2006, the
Company became the ultimate holding company of the
Operating Group and its subsidiaries and the Company was
controlled by Mr Li Kwok Tung, Roy and Mr Lai Ching Ping.
On 14 August 2006, Mr Li Kwok Tung, Roy and Mr Lai Ching
Ping transferred their respective equity interests in the
Company to Quinta Asia Limited, a company incorporated in
the British Virgin Islands with limited liability and controlled by
Mr Li Kwok Tung, Roy and Mr Lai Ching Ping, and Quinta
Asia Limited has become the ultimate holding company of the
Company since that date. This reorganisation (the
“Reorganisation”) has been considered as a common control
combination.

The Company and its subsidiaries (together, the “Group”) are
engaged in the manufacturing and selling of garment
products, including sportswear, active and outer wear, and
related accessories. Its production bases are primarily
located in Mainland China, the Hashemite Kingdom of Jordan
(“Jordan”) and the Socialist Republic of Vietnam (“Vietnam”).
Sales are primarily under OEM (Original Equipment
Manufacturing) arrangements to customers in the United
States of America, Europe and Mainland China, and under
wholesale and retail modes in Mainland China and Hong
Kong. Details of the principal subsidiaries of the Group are

set out in Note 9 to these consolidated financial statements.
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General information (Continued)

The address of the Company’s registered office is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-
1111, Cayman lIslands.

The Company has its primary listing on The Stock Exchange
of Hong Kong Limited.

These consolidated financial statements are presented in
Hong Kong Dollars (“HK$”), unless otherwise stated, and
were approved for issue by the Company’s Board of Directors
on 26 March 2008.

Summary of significant accounting policies

These consolidated financial statements comprise the
consolidated and Company balance sheets as at 31
December 2007, and the consolidated income statement, the
consolidated statement of changes in equity and the
consolidated cash flow statement for the year ended, and a
summary of significant accounting policies and other
explanatory notes.

The principal accounting policies applied in the preparation of
these consolidated financial statements are set out below.
These policies have been consistently applied to all the years

presented, unless otherwise stated.
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These consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRS”). They have been prepared under the historical
cost convention.

The preparation of financial statements in conformity with
HKFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its
judgement in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are
significant to the consolidated financial statements, are
disclosed in Note 4.

(a) Standards, amendment and interpretations effective
in 2007

HKFRS 7, ‘Financial instruments: Disclosures’, and the
complementary amendment to HKAS 1, ‘Presentation of
financial statements — Capital disclosures’, introduce new
disclosures relating to financial instruments and do not
have any impact on the classification and valuation of the
Group’s financial instruments.

HK(IFRIC) — Int 8, ‘Scope of HKFRS 2’, requires
consideration of transactions involving the issuance of
equity instruments, where the identifiable consideration
received is less than the fair value of the equity
instruments issued in order to establish whether or not
they fall within the scope of HKFRS 2. This standard
does not have any impact on the Group’s financial
statements.

HK(IFRIC) — Int 10, ‘Interim financial reporting and
impairment’, prohibits the impairment losses recognised
in an interim period on goodwill and investments in equity
instruments and in financial assets carried at cost to be
reversed at a subsequent balance sheet date. This
standard does not have any impact on the Group’s
financial statements.
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2.1 Basis of preparation (Continued)

(b) Standards, amendments and interpretations effective
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in 2007 but not relevant to the Group’s operations

The following standards, amendments and interpretations
to published standards are mandatory for accounting
periods beginning on or after 1 January 2007 but they are
not relevant to the Group’s operations:

HK(IFRIC) — Int 7, ‘Applying the restatement
approach under HKAS 29, Financial reporting in
hyper-inflationary economies’; and

HK(IFRIC) — Int 9, ‘Re-assessment of embedded
derivatives’.

(c) Standards, amendments and interpretations to

existing standards that are not yet effective and have
not been early adopted by the Group

The following standards, amendments and interpretations
to existing standards have been published and are
mandatory for the Group’s accounting periods beginning
on or after 1 January 2008 or later periods, but the Group
has not early adopted them:

HKAS 1 (Revised), ‘Presentation of financial
statements’ (effective from 1 January 2009). HKAS 1
(Revised) requires all owner changes in equity to be
presented in a statement of changes in equity. All
comprehensive income is presented in one statement
of comprehensive income or in two statements (a
separate income statement and a statement of
comprehensive income). It requires presenting a
statement of financial position as at the beginning of
the earliest comparative period in a complete set of
financial statements when there are retrospective
adjustments or reclassification adjustments. However,
it does not change the recognition, measurement or
disclosure of specific transactions and other events
required by other HKFRSs. The Group will apply
HKAS 1 (Revised) from 1 January 2009.
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(c) REBIEIZATERA 2 18 K 4E (c) Standards, amendments and interpretations to
MEARBTER 2BITRR existing standards that are not yet effective and have
- X6 ) not been early adopted by the Group (Continued)

2.1 Basis of preparation (Continued)

BB G E A 5235 (KI5
[EERA] B=TTNE-
A-—BRBEM - ZEIREE
BEKE BERLEECER
EE (ER-BERBAI®ER
RHECEE)EEELEER
ABEEXR  FAZBEERK
Hepda o WHUHE X &
ERERAXCRER - A5E
BE-EZNF-A-BEE
A& B &R F 2358 (8%
i) BERERAEEEBEEER
AR THEFEEMBT
BE AEZBTHRAERZ
B BRLBEEATE -

ERUBREEFESR L
Al BZEENE-—A—H
BEN - BRMERSERSES
SRS BT ERE 145
FEoBRBAXNFEEEHHK
EHERNERICLRAR
ERCOBMEBIZEE - HE
AREBRIERBEE] B
It AEMEREA IR REA
ZHEHREEZS - KE@K B
—EENF-A-BERERSE
B REERESE c EEE
MEFATEEBEHTE
THRIBHAR S FERZ
FRAUFHEEEELRTA
BHCABHRBARAEER
—E(°

HKAS 23 (Revised), ‘Borrowing costs’ (effective from
1 January 2009). The amendment requires an entity
to capitalise borrowing costs directly attributable to
the acquisition, construction or production of a
qualifying asset (one that takes a substantial period of
time to get ready for use or sale) as part of the cost of
that asset. The option of immediately expensing those
borrowing costs will be removed. The Group will apply
HKAS 23 (Revised) from 1 January 2009. The
amendment has no material impact on the Group’s
accounting policies as the Group’s existing accounting
policy on borrowing costs comply with the amended
requirements.

HKFRS 8, ‘Operating segments’ (effective from 1
January 2009). HKFRS 8 replaces HKAS 14 and
aligns segment reporting with the requirements of the
US standard SFAS 131, ‘Disclosures about segments
of an enterprise and related information’. The new
standard requires a ‘management approach’, under
which segment information is presented on the same
basis as that used for internal reporting purposes. The
Group will apply HKFRS 8 from 1 January 2009. The
expected impact is still being assessed in detail by
management, but it appears that the number of
reportable segments, as well as the manner in which
the segments are reported, may change in a manner
that is consistent with the internal reporting provided
to the chief operating decision-maker.
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(c) REBIEIZATERA 2 18 K 4E (c) Standards, amendments and interpretations to
MEARBTERN 2BITRR existing standards that are not yet effective and have
b X6 ) not been early adopted by the Group (Continued)

2.1 Basis of preparation (Continued)
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HK(IFRIC) — Int 11, ‘HKFRS 2 — Group and treasury
share transactions’ (effective for annual periods
beginning on or after 1 March 2007). HK(IFRIC) — Int
11 provides guidance on whether share-based
transactions involving treasury shares or involving
Group entities (for example, options over a parent’s
shares) should be accounted for as equity-settled or
cash-settled share-based payment transactions in the
stand-alone accounts of the parent and Group
companies. The Group will apply HK(IFRIC) — Int 11
from 1 January 2008, but it is not expected to have
any significant impact on the consolidated financial
statements.

HK(IFRIC) — Int 13, ‘Customer loyalty programmes’
(effective from 1 July 2008). HK(IRFIC) — Int 13
clarifies that where goods or services are sold
together with a customer loyalty incentive (for
example, loyalty points or free products), the
arrangement is a multiple-element arrangement and
the consideration receivable from the customer is
allocated between the components of the
arrangement using fair values. The Group will apply
HK(IFRIC) — Int 13 from 1 January 2009. Management
is now assessing the impact of adoption of this
interpretation, but it is not expected to have any
significant impact on the consolidated financial
statements.

=g
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2 Summary of significant accounting policies
(Continued)

2.1 Basis of preparation (Continued)

(d)

Interpretations to existing standards which are not
yet effective and not relevant for the Group’s
operations

The following interpretations to existing standards have
been published and are mandatory for the Group’s
accounting periods beginning on or after 1 January 2008
or later periods but are not relevant for the Group’s
operations:

HK(IFRIC) - Int 12, ‘Service concession
arrangements’ (effective from 1 January 2008); and

HK(IFRIC) — Int 14, ‘HKAS 19 - The limit on a defined
benefit asset, minimum funding requirements and
their interaction’ (effective from 1 January 2008).
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BENBERREBEAAAREWE QA The consolidated financial statements include the financial
BE+T-A=t—BHMNHBHRE - statements of the Company and all of its subsidiaries made

up to 31 December.

(a) BT (a) Subsidiaries
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Subsidiaries are all entities (including special purpose
entities) over which the Group has the power to govern
the financial and operating policies generally
accompanying a shareholding of more than one half of
the voting rights. The existence and effect of potential
voting rights that are currently exercisable or convertible
are considered when assessing whether the Group
controls another entity.

Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are de-
consolidated from the date that control ceases.

The purchase method of accounting is used to account
for the acquisition of subsidiaries by the Group. The cost
of an acquisition is measured as the fair value of the
assets given, equity instruments issued and liabilities
incurred or assumed at the date of exchange, plus costs
directly attributable to the acquisition. Identifiable assets
acquired and liabilities and contingent liabilities assumed
in a business combination are measured initially at their
fair values at the acquisition date, irrespective of the
extent of any minority interest. The excess of the cost of
acquisition over the fair value of the Group’s share of the
identifiable net assets acquired is recorded as goodwill. If
the cost of acquisition is less than the fair value of the net
assets of the subsidiary acquired, the difference is

recognised directly in the income statement.
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2 Summary of significant accounting policies
(Continued)

2.2 Consolidation (Continued)

(a)

(b)

Subsidiaries (Continued)

Inter-company transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the
related asset. Accounting policies of subsidiaries have
been changed where necessary to ensure consistency
with the policies adopted by the Group.

In the Company’s balance sheet the investments in
subsidiaries are stated at cost less provision for
impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable.

Transactions with minority interests

The Group applies a policy of treating transactions with
minority interests as transactions with equity owners of
the Group. For purchases from minority interests, the
difference between any consideration paid and the
relevant share acquired of the carrying value of net
assets of the subsidiary is deducted from equity. Gains or
losses on disposals to minority interests are also
recorded in equity. For disposals to minority interests,
differences between any proceeds received and the
relevant share of minority interests are also recorded in

equity.
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2.2 Consolidation (Continued)

(c) Associates
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Associates are all entities over which the Group has
significant influence but not control, generally
accompanying a shareholding of between 20% and 50%
of the voting rights. Investments in associates are
accounted for using the equity method of accounting and
are initially recognised at cost. The Group’s investments
in associates include goodwill (net of any accumulated
impairment loss) identified on acquisition.

The Group’s share of its associates’ post-acquisition
profits or losses is recognised in the income statement,
and its share of post-acquisition movements in reserves
is recognised in reserves. The cumulative post-
acquisition movements are adjusted against the carrying
amount of the investment. When the Group’s share of
losses in an associate equals or exceeds its interest in
the associate, including any other unsecured receivables,
the Group does not recognise further losses, unless it
has incurred obligations or made payments on behalf of
the associate.

Unrealised gains on transactions between the Group and
its associates are eliminated to the extent of the Group’s
interest in the associates. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies
of associates have been changed where necessary to
ensure consistency with the policies adopted by the
Group.

Dilution gains and losses in associates are recognised in
the consolidated income statement.
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2.2 Consolidation (Continued)

(d) Jointly controlled entities
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Jointly controlled entities are entities where the Group
and other parties undertake an economic activity which is
subject to joint control and none of the participating
parties has unilateral control over the economic activity.
Investments in jointly controlled entities are accounted for
using the equity method of accounting and are initially
recognised at cost. The Group’s investments in jointly
controlled entities include goodwill (net of any
accumulated impairment loss) identified on acquisition.

The Group’s share of its jointly controlled entities’ post-
acquisition profits or losses is recognised in the income
statement, and its share of post-acquisition movements in
reserves is recognised in reserves. The cumulative post-
acquisition movements are adjusted against the carrying
amount of the investment. When the Group’s share of
losses in a jointly controlled entity equals or exceeds its
interest in the jointly controlled entity, including any
unsecured receivables, the Group does not recognise
further losses, unless it has incurred obligations or made
payments on behalf of the jointly controlled entity.

Unrealised gains on transactions between the Group and
its jointly controlled entities are eliminated to the extent of
the Group’s interest in the jointly controlled entity.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the
asset transferred. Accounting policies of jointly controlled
entities have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Dilution gains and losses in jointly controlled entities are

recognised in the consolidated income statement.
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2 Summary of significant accounting policies
(Continued)

2.3 Segment reporting

A business segment is a group of assets and operations

engaged in providing products or services that are subject to

risks and returns that are different from those of other

business segments. A geographical segment is engaged in

providing products or services within a particular economic

environment that are subject to risks and returns that are

different from those of segments operating in other economic

environments.

2.4 Foreign currency translation

(a)

(b)

Functional and presentation currency

Iltems included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity
operates (the “functional currency”). The consolidated
financial statements are presented in Hong Kong Dollars,
which is the Company’s presentation currency.

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains
and losses resulting from the settlement of such
transactions and from the translation at year-end
exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the
income statement.

(c) Group companies

The results and financial position of all the Group entities
(none of which has the currency of a hyperinflationary
economy) that have a functional currency different from
the presentation currency are translated into the

presentation currency as follows:

(i) assets and liabilities for each balance sheet presented
are translated at the closing rate at the date of that
balance sheet;
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2 Summary of significant accounting policies
(Continued)

2.4Foreign currency translation (Continued)
(c) Group companies (Continued)

(ii) income and expenses for each income statement are
translated at average exchange rates (unless this
average is not a reasonable approximation of the
cumulative effect of the rates prevailing on the
transaction dates, in which case income and
expenses are translated at the dates of the
transactions); and

(iii

=

all resulting exchange differences are recognised as a
separate component of equity.

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities or
operations, and of borrowings and other currency
instruments designated as hedges of such investments,
are taken to shareholders’ equity. When a foreign
operation is partially disposed of or sold, exchange
differences that were recorded in equity are recognised in
the income statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the closing
rate.

2.5Property, plant and equipment

Property, plant and equipment other than construction in
progress are stated at historical cost less accumulated
depreciation and accumulated impairment losses, if any.
Historical cost includes expenditure that is directly

attributable to the acquisition of the items.
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2 Summary of significant accounting policies

(Continued)

2.5 Property, plant and equipment (Continued)

Construction in progress represents buildings and leasehold
improvements in which construction work has not been
completed and plant, machinery and equipment pending
installation. It is carried at cost which includes construction
expenditures and other direct costs less any impairment
losses. On completion, construction in progress is transferred
to the appropriate categories of property, plant and
equipment at cost less accumulated impairment losses, if
any. No depreciation is provided for construction in progress
until it is completed and available for use.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance are
expensed in the income statement during the financial period
in which they are incurred.

Freehold land with unlimited useful life is not depreciated.
Depreciation of other property, plant and equipment is
calculated using the straight-line method to allocate their
costs to their residual values over their estimated useful lives,
as follows:

— Buildings 10 to 50 years

— Leasehold improvements 3 to 10 years
— Plant and machinery 5 to 10 years
— Furniture and equipment 3 to 10 years

— Motor vehicles 5 years

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at each balance sheet date. An
asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing
proceeds with carrying amount and are recognised in the
income statement.
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2.6 Leasehold land and land use rights

The up-front prepayments made for leasehold land and land
use rights are accounted for as operating leases. They are
expensed in the income statement on a straight-line basis

RALEH - over the periods of the lease, or when there is impairment,
the impairment is expensed in the income statement.
Q1B EE 2.7 Intangible assets
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(b)

Licence rights are stated at historical cost less
accumulated amortisation and accumulated impairment
losses, if any. They are initially measured as the fair
value of the consideration given to acquire the licence at
the time of the acquisition. The consideration given
represents expected variable payments based on pre-
determined criteria on future revenues from the licensed
business that can be reliably estimated at the time of the
acquisition.

Licence rights are amortised over the licence periods on
a basis that reflects the pattern in which the licence’s
future economic benefits are expected to be consumed
by the Group.

Goodwill

Goodwill represents the excess of the cost of an
acquisition over the fair value of the Group’s share of the
net identifiable assets of the acquired subsidiary/
associate/jointly controlled entity at the date of
acquisition. Goodwill on acquisition of subsidiaries is
included in intangible assets. Goodwill on acquisitions of
associates and jointly controlled entities is included in
investments in associates and investments in jointly
controlled entities, respectively. Goodwill is tested
annually for impairment and carried at cost less
accumulated impairment losses, if any. Impairment losses
on goodwill are not reversed. Gains and losses on the
disposal of an entity include the carrying amount of

goodwill relating to the entity sold.
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2 Summary of significant accounting policies

(Continued)

2.7 Intangible assets

(b) Goodwill

Goodwill is allocated to cash-generating units for the
purpose of impairment testing. The allocation is made to
those cash-generating units or groups of cash generating
units that are expected to benefit from the business
combination in which the goodwill arose.

(c) Customer relationships

Customer relationships represent the fair value
attributable to the customer base or existing contractual
bids with customers taken over as a result of business
combination. The amount is amortised over the estimated
useful life of five years.

2.8Impairment of investments in subsidiaries,

associates, jointly controlled entities and non-
financial assets

Assets that have an indefinite useful life are not subject to
amortisation, are tested at least annually for impairment and
are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be
recoverable. Assets that are subject to depreciation and
amortisation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is recognised for
the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of
an asset’s fair value less costs to sell and value in use. For
the purposes of assessing impairment, assets are grouped at
the lowest levels for which there are separately identifiable
cash flows (cash-generating units). Assets other than
goodwill that suffer an impairment are reviewed for possible

reversal of the impairment at each reporting date.
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2 Summary of significant accounting policies

(Continued)

2.9 Financial assets

The Group’s financial assets are mainly loans and
receivables. The classification depends on the purposes for
which the financial assets were acquired. Management
determines the classification of its financial assets at initial
recognition.

*« Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. They are included in current assets,
except for maturities greater than 12 months after the
balance sheet date. These are classified as non-current
assets. Loans and receivables are classified as trade and
other receivables in the balance sheet.

Purchases and sales of financial assets are recognised
on trade-date, the date on which the Group commits to
purchase or sell the asset. Financial assets are initially
recognised at fair value plus transaction costs for all
financial assets not carried at fair value through profit or
loss. Financial assets are derecognised when the rights
to receive cash flows from the assets have expired or
have been transferred and the Group has transferred
substantially all risks and rewards of ownership. Loans
and receivables are carried at amortised cost using the
effective interest method. The Group assesses at each
balance sheet date whether there is objective evidence
that a financial asset or a group of financial assets is
impaired.

2.10Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average
method. The cost of finished goods and work in progress
comprises raw materials, direct labour, other direct costs and
related production overheads (based on normal operating
capacity). It excludes borrowing costs. Net realisable value is
the estimated selling price in the ordinary course of business,
less applicable variable selling expenses.
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2 Summary of significant accounting policies

(Continued)

2.11Trade and other receivables

Trade and other receivables are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment. A
provision for impairment of trade receivables and other
receivables is established when there is objective evidence
that the Group will not be able to collect all amounts due
according to the original terms of the receivables. Significant
financial difficulties of the debtor, probability that the debtor
will enter bankruptcy or financial reorganisation, and default
or delinquency in payments are considered as indicators that
the trade receivable is impaired. The amount of the provision
is the difference between the asset’s carrying amount and the
present value of estimated future cash flows, discounted at
the effective interest rate. The carrying amount of the assets
is reduced through the use of an allowance account, and the
amount of the loss is recognised in the income statement
within general and administrative expenses. When a trade
receivable is uncollectible, it is written off against the
allowance for trade receivables. Subsequent recoveries of
amounts previously written off are credited against general
and administrative expenses in the income statement.

2.12Cash and cash equivalents

Cash and cash equivalents include cash on hand and
deposits held at call with banks.

2.13Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction from the
proceeds.

2.14Trade payables

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method.
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2 Summary of significant accounting policies

(Continued)

2.15Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption value
is recognised in the income statement over the period of the
borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the balance sheet date.

2.16Licence fees payable

Licence fees payable in respect of the acquisition of a licence
right are initially recognised at fair value of the consideration
given to acquire the licence at the time of the acquisition,
which represent the present values of expected variable
payments that can be reliably estimated at the time of the
acquisition. Expected variable payments are based on pre-
determined criteria on future revenues by reference to
budgets and forecasts based on past performance of the
business associated with the underlying licence and industry
situation and trends, and after considering uncertainties and
different chances of various outcomes. They are
subsequently stated at amortised cost using the effective
interest method.

Interest is accrued on licence fees payable and charged to
interest expense. Changes in estimates of the expected cash
flows are recognised as other income and gains in the
income statement. The revised expected cash flows are
discounted using the original effective interest rate to arrive

at the carrying amount of the liability.
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2 Summary of significant accounting policies

(Continued)

2.17Current and deferred income tax

The current income tax charge is calculated on the basis of
the tax laws enacted or substantively enacted at the balance
sheet date in the countries where the Company’s
subsidiaries, associates and jointly controlled entities operate
and generate taxable income. Management periodically
evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to
interpretation and establishes provisions where appropriate
on the basis of amounts expected to be paid to the tax
authorities.

Deferred income tax is provided in full, using the liability
method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in
the consolidated financial statements. However, deferred
income tax is not accounted for if it arises from initial
recognition of an asset or liability in a transaction other than
a business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates and laws that have
been enacted or substantively enacted by the balance sheet
date and are expected to apply when the related deferred
income tax asset is realised or the deferred income tax
liability is settled.

Deferred income tax assets are recognised to the extent that
it is probable that future taxable profit will be available
against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences
arising on investments in subsidiaries, associates and jointly
controlled entities, except where the timing of the reversal of
the temporary difference is controlled by the Group and it is
probable that the temporary difference will not reverse in the

foreseeable future.
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2.18Employee benefits

(i) Pension obligations
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(ii)

Group companies operate various defined contribution
retirement benefit schemes. The schemes are generally
funded through payments to insurance companies or
trustee-administered funds, determined by periodic
actuarial calculations. A defined contribution plan is a
pension plan under which the Group pays contributions
into a separate entity. The Group has no legal or
constructive obligations to pay further contributions if the
fund does not hold sufficient assets to pay all employees
the benefits relating to employee service in the current
and prior periods.

For defined contribution plans, the Group pays
contributions to publicly or privately administered pension
insurance plans on a mandatory, contractual or voluntary
basis. The Group has no further payment obligations
once the contributions have been paid. The contributions
are recognised as employee benefit expense when they
are due. Prepaid contributions are recognised as an
asset to the extent that a cash refund or a reduction in

the future payments is available.

Share-based compensation

The Group operates two equity-settled, share-based
compensation plans. The fair value of the employee
services received in exchange for the grant of the options
is recognised as an expense. The total amount to be
expensed over the vesting period is determined by
reference to the fair value of the options granted,
excluding the impact of any non-market vesting
conditions (for example, profitability and sales growth
targets). Non-market vesting conditions are included in
assumptions about the number of options that are
expected to vest. At each balance sheet date, the Group
revises its estimates of the number of options that are
expected to vest. It recognises the impact of the revision
of original estimates, if any, in the income statement, with
a corresponding adjustment to equity.
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2 Summary of significant accounting policies

(Continued)

2.18Employee benefits (Continued)

(ii) Share-based compensation (Continued)

The proceeds received net of any directly attributable
transaction costs are credited to share capital (nominal
value) and share premium when the options are
exercised.

(iii) Bonus plans

The Group recognises a liability and an expense for
bonuses. It recognises a provision where contractually
obliged or where there is a past practice that has created
a constructive obligation.

2.19Provisions

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past events; it is
probable that an outflow of resources will be required to
settle the obligation; and the amount has been reliably
estimated. Provisions are not recognised for future operating
losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of an
outflow with respect to any one item included in the same
class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the obligation
using a pre-tax rate that reflects current market assessments
of the time value of money and the risks specific to the
obligation. The increase in the provision due to the passage

of time is recognised as interest expense.
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2 Summary of significant accounting policies

(Continued)

2.20Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and services in
the ordinary course of the Group’s activities. Revenue is
shown, net of value-added tax, rebates and discounts and
after eliminating sales within the Group.

The Group recognises revenue when the amount of revenue
can be reliably measured, it is probable that future economic
benefits will flow to the entity and specific criteria have been
met for each of the Group’s activities as described below. The
amount of revenue is not considered to be reliably
measurable until all contingencies relating to the sale have
been resolved. The Group bases its estimates on historical
results, taking into consideration the type of customer, the
type of transaction and the specifics of each arrangement.

(a) Sales of goods

Sales of goods are recognised when a Group entity has
delivered products to the customer, the customer has
accepted the products and collectability of the related
receivables is reasonably assured.

(b) Subcontracting income

Subcontracting income is recognised when
subcontracting services are provided.

(c) Interest income

Interest income is recognised on a time-proportion basis
using the effective interest method.

2.21Borrowing costs

Borrowing costs incurred for the construction of any
qualifying asset are capitalised during the period of time that
is required to complete and prepare the asset for its intended

use. Other borrowing costs are expensed.
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2 Summary of significant accounting policies

(Continued)

2.22Leases (as the lessee for operating leases)

Leases in which a significant portion of the risks and rewards
of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases
(net of any incentives received from the lessor) are charged
to the income statement on a straight-line basis over the
period of the lease.

2.23Contingent liabilities

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group. It can
also be a present obligation arising from past events that is
not recognised because it is not probable that an outflow of
economic resources will be required or the amount of
obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the
financial statements. When a change in the probability of an
outflow occurs so that outflow is probable, it will then be
recognised as a provision.

2.24Financial guarantees

A financial guarantee (a type of insurance contract) is a
contract that requires the issuer to make specified payments
to reimburse the holder for a loss it incurs because a
specified debtor fails to make payments when due in
accordance with the original or modified terms of a debt
instrument. The Group does not recognise liabilities for
financial guarantees at inception, but performs a liability
adequacy test at each reporting date by comparing its net
liability regarding the financial guarantee with the amount that
would be required if the financial guarantee were to result in
a present legal or constructive obligation. If the liability is less
than the amount of the present legal or constructive
obligation, the entire difference is recognised in the income
statement immediately.

=g
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2 EEEHHEBE@ 2 Summary of significant accounting policies

(Continued)

2.258% B 2k 2.25Dividend distributions

BARERRELHOREDRERSE
ARNFRREEHERA KB RE
BRAREE-

Dividend distributions to the Company’s shareholders are
recognised as a liability in the Group’s financial statements in
the period in which the dividends are approved by the
Company'’s shareholders.

3 SREKRER 3 Financial risk management
SERBAEKREZ 3.1 Financial risk factors
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The Group’s activities expose it to a variety of financial risks:
foreign exchange risk, credit risk, liquidity risk and cash flow
and fair value interest rate risk. The Group’s risk
management focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on
the Group’s financial performance. The Group has not used
derivative financial instruments to hedge the risk exposures.

(a) Foreign exchange risk

The Group is exposed to foreign exchange risk arising
from various currency exposures, primarily with respect
to the Chinese Renminbi. Foreign exchange risk arises
from future commercial transactions, recognised assets
and liabilities and net investments in foreign operations.
The Group currently does not hedge its foreign exchange
exposure.

As at 31 December 2007, if Chinese Renminbi had
strengthened/weakened by 7% (2006: 7%) against the
Hong Kong Dollars with all other variables held constant,
profit for the year and equity holders’ equity would have
been approximately HK$21,406,000 (2006:
HK$12,070,000) higher/lower mainly as a result of foreign
exchange gains/losses on translation of Chinese
Renminbi-denominated cash and cash equivalents,
borrowings, trade and other receivables, and trade and
other payables.
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3 Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(b)

(c)

Credit risk

As at 31 December 2007, the Group’s trade receivables
due from one customer (2006: two customers) represent
approximately 43% (2006: 49%) of its total trade
receivables from third parties as at 31 December 2007
(Note 13).
concentrations of credit risk.

The Group has no other significant

The Group has policies in place to ensure that sales are
made to customers with an appropriate credit history. It
performs periodic credit evaluations/reviews of its
customers.

Majority of trade receivables are with customers having
an appropriate credit history and at credit terms of 7 to 90
days. Most of the Group’s sales are on open account,
while sales made to a small number of customers are
covered by letter of credit issued by banks or settled by
documents against payment issued by banks.

The Group has policies to place its cash and cash
equivalents only with major financial institutions and does
not expect any losses from non-performance by these
financial institutions.

Liquidity risk

Prudent liquidity risk management includes maintaining
sufficient cash and the availability of funding from an
adequate amount of committed credit facilities.

Management monitors rolling forecasts of the Group’s
liquidity reserve comprising undrawn borrowing facility
(Note 18) and cash and cash equivalents (Note 15) on

the basis of expected cash flow.
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3 Financial risk management (Continued)

3.1 Financial risk factors (Continued)
(c) Liquidity risk (Continued)

Financial liabilities of the Group and of the Company are
primarily due within one year. The fair values of balances
due within one year approximate equal their carrying
balances as the impact of discounting is not significant.
The Group has certain long-term bank borrowings (2006:
licence fees payable), which are to be settled as follows:

—ETSLE C"—EEXE

2007 2006

FET FET

HK$°000 HK$°000

—£R Within 1 year 526 58,748
—FEZEZWE Between 1 and 2 years 526 46,580
MEZERF Between 2 and 5 years 10,983 84,686
12,035 190,014

B AFE (FEE18%19) Estimated fair value (Notes 18 and 19) 12,340 207,288

(d BERERAFENZER

BR-_ZEBLE+T-A=+-HEN
FEE1I%(ZZEZEARE  8F
1.8%) EEF43% (ZEERF : &
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% 32 81 4R 17 17 71 577,542,000 T
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(d) Cash flow and fair value interest-rate risk

Except for the cash at bank and short-term bank deposits
as at 31 December 2007 of HK$577,542,000 (2006:
HK$566,206,000) held at effective interest rates ranging
from 1.1% per annum (2006: 1.8% per annum) to 4.3%
per annum (2006: 4.9% per annum), the Group has no
other significant interest-bearing assets. Majority of these
balances are at floating rates.

Except for the borrowings as at 31 December 2007 of
HK$79,751,000 (2006: HK$10,749,000) at floating rate,
the Group has no other significant interest bearing
liabilities.

At the respective balance sheet dates, if interest rates
had been increased/decreased by 2% and all other
variables were held constant, the Group’s net profit would
decrease/increase by approximately HK$7.7 million and
HK$4.9 million for the years ended 31 December 2006
and 2007, respectively. The fluctuation is solely
attributable to interest income from bank deposits and
interest expenses on bank borrowings.



KEEEZERABRZAT  WinHanverky Holdings Limited

3 CtRAREE @

3.2 EAXERER

AEENECEERRARBAKER
BELE  UARREHREDER  BHER
BHORESEAZNG  TEREE
REREBUBBESHA - BT #HF
FHABRERLER  AEETEEHED
RRXFZREZHE BDRRBEE
T BOHRILEEEARBEES

HETHMLE -3 A5EREELR
BELRERER - AL REEERE
BRUAVEZRBEETTE -

BE-ZZRLFF+-A=+-RAZEXF
BELEERNT

3 Financial risk management (Continued)

3.2 Capital risk management

The Group’s objectives when managing capital are to
safeguard its ability to continue as a going concern in order
to provide returns for the Company’s shareholders and
benefits for other stakeholders and to maintain an optimal
capital structure to reduce the cost of capital. In order to
maintain or adjust the capital structure, the Group may adjust
the amount of dividends paid to shareholders, return capital
to shareholders, issue new shares or sell assets to reduce
debt.

Consistent with others in the industry, the Group monitors
capital on the basis of the gearing ratio. This ratio is
calculated as total borrowings divided by total equity.

The gearing ratio as at 31 December 2007 was as follows:

—EEtE Z—EERE

2007 2006

FET FET

HK$°000 HK$’000

BEHEE (fifzE18) Total borrowings (Note 18) 79,751 10,749
P HA %R Total equity 1,901,098 1,372,147
BEXEBH=R Gearing ratio 4% 1%
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The increase in the gearing ratio above resulted primarily from
the increase of borrowings assumed from business combinations.

3.3 Fair value estimation

The carrying value less impairment provision of trade
receivables and payables are a reasonable approximation of
their fair values. The fair value of financial liabilities for
disclosure purposes is estimated by discounting the future
contractual cash flows at the current market interest rate that

is available to the Group for similar financial instruments.
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4 Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below.

(a) Useful lives and residual values of property, plant and
equipment

The Group’s management determines the estimated
useful lives and residual values and consequently related
depreciation charges for its property, plant and
equipment. This estimate is based on the historical
experience of the actual useful lives of property, plant
and equipment of similar nature and functions.
Management will increase the depreciation charge where
useful lives are less than previously estimated lives, and
it will write-off or write-down technically obsolete or non-
strategic assets that have been abandoned or sold.

Actual economic lives may differ from estimated useful
lives; and actual residual values may differ from
estimated residual values. Periodic review could result in
a change in depreciable lives and residual values and
therefore depreciation expense in future periods.

(b) Impairment of property, plant and equipment,
leasehold land and land use rights and intangible
assets

Property, plant and equipment, leasehold land and land
use rights, and intangible assets (other than goodwill) are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not
be recoverable, and goodwill is tested annually for
impairment in accordance with accounting policy stated in
Note 2.8. The recoverable amounts are determined
based on value-in-use calculations or market valuations.
These calculations require the use of judgements and

estimates.
EEEOmSSSSS—S——————————
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4 Critical accounting estimates and judgements
(Continued)

(b)

(c)

Impairment of property, plant and equipment,
leasehold land and land use rights and intangible
assets (Continued)

Management judgement is required in the area of asset
impairment particularly in assessing: (i) whether an event
has occurred that may indicate that the related asset
value may not be recoverable; (ii) whether the carrying
value of an asset can be supported by the recoverable
amount, being the higher of fair value less costs to sell or
net present value of future cash flows which are
estimated based upon the continued use of the asset in
the business; and (iii) the appropriate key assumptions to
be applied in preparing cash flow projections including
whether these cash flow projections are discounted using
an appropriate rate. Changing the assumptions selected
by management in assessing impairment, including the
discount rates or the growth rate assumptions in the cash
flow projections, could materially affect the net present
value used in the impairment test and as a result affect
the Group’s financial position and results of operations. If
there is a significant adverse change in the projected
performance and resulting future cash flow projections, it
may be necessary to take an impairment charge to the
income statement.

Net realisable value of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated
costs of completion and selling expenses. These
estimates are based on current market conditions and the
historical experience of manufacturing and selling
products of similar nature. It could change significantly as
a result of changes in customer taste and competitor
actions in response to changes in market conditions.
Management reassesses these estimates at each

balance sheet date.
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4 Critical accounting estimates and judgements
(Continued)

(d) Trade, bills and other receivables

(e)

(f)

The Group’s management determines the provision for
impairment of trade, bills and other receivables based on
an assessment of the recoverability of the receivables.
This assessment is based on the credit history of its
customers and other debtors and current market
conditions, and requires the use of judgements and
estimates. Management reassesses the provision at each
balance sheet date.

Income taxes

The Group is subject to income taxes in several
jurisdictions. Significant judgement is required in
determining the provision for income taxes. There are
many transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary course
of business. The Group recognises liabilities for
anticipated tax audit issues based on estimates of
whether additional taxes will be due. Where the final tax
outcome of these matters is different from the amounts
that were initially recorded, such differences will impact
the income tax and deferred tax provisions in the period
in which such determination is made.

Business combinations

Contingent consideration involving the post acquisition
performance of the purchased entity is included in the
cost of the acquisition if the contingent consideration is
likely to become payable and can be measured reliably at
the date of the acquisition. Contingent consideration is
estimated by management based on internal financial
budgets and projections of the acquired entity after
considering synergies expected to arise after the Group’s
acquisition. In making such budgets and projections,
management considers uncertainties and that various
outcomes have different chances of being realised.
Judgement is required in determining key assumptions
adopted in the budgets and projections and changes to
key assumptions can significantly affect these budgets
and projections and therefore the estimated consideration
for the acquisitions.
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(a) FEEHHFN — £ (a) Primary reporting format - business segments
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(2) EBRIEREE K
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At 31 December 2007, the Group is organised on a
worldwide basis into three main business segments:

(1) Sportswear manufacturing
(2) Sportswear distribution and retail
(3) Active and outer wear

The segment results for the year ended 31 December

—BLEEFEDHERE 2007 are as follows:
EFR
PHREE EHR
BHREE Sportswear  FHMRH
Sportswear distribution  Active and AP E £
manufacturing  and retail outer wear Unallocated Group
FE FE FET FEx FE
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000

o E A & Total segment revenue 2,148,032 669,850 542,513 — 3,360,395
2 HER & Inter-segment revenue (37,995) - — — (37,995)
& Revenue 2,110,037 669,850 542,513 — 3,322,400
MERER|/DEEE  Operating profit/segment result 241,507 137,914 28,032 (7,330) 400,123
HMERA Finance income 24,821
MEHAK Finance costs (6,019)
FE{5R & DN FEA  Share of profit of associates 2,647 2,647
FEEEEEHEER  Share of loss of jointly

BE controlled entities (11,353) (11,353)
BRATEHATRR Profit before income tax 410,219
FEREX Income tax expense (75,525)
FERR Profit for the year 334,694

THAFAGEBERNEMLD I
BE

Other segment items included in the consolidated income
statement are as follows:

HELHR Lt Amortisation of leasehold land

& AREH and land use rights (832) - — — (832)
ME - BER Depreciation of property, plant

RERE and equipment (50,873)  (10,523)  (2,888) — (64,284)
ENERE#H Amortisation of intangible assets — (11,473) — — (11,473)
REHE Impairment of inventories (796) (111) = = (907)
FERERE Reversal of inventory impairment — 368 — — 368
1 b OB B Impairment of receivables (1,667) (5,081) - - (6,748)

IR F B ERE  Reversal of receivable impairment — 362 = = 362
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5 Segment information (Continued)

(a) TEBE/FN — ¥B7H @ (a) Primary reporting format - business segments
(Continued)
THABZE-_ZEAF+-A=T The segment results for the year ended 31 December
—BLEEEDIEE 2006 are as follows:
BBk
PHREE EBR
BEHREE Sportswear  FHMRHE
Sportswear distribution  Active and Lk 5
manufacturing  and retail outer wear Unallocated Group
FET FET FET FET FET
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
2 E A & Total segment revenue 1,488,350 416,048 639,675 — 2,544,073
2 E W & Inter-segment revenue (56,554) — — — (56,554)
& Revenue 1,431,796 416,048 639,675 — 2,487,519
MERA/2EEE  Operating profit/segment result 151,376 111,791 100,653 (10,853) 352,967
FERA Finance income 29,914
BRERE Finance costs (21,602)
FELEE= NRER  Share of profit of associates 131 131
FEEEEEHEER  Share of loss of jointly
BB controlled entities (605) (605)
BRETEH AR Profit before income tax 360,805
EHEX Income tax expense (77,385)
FERA Profit for the year 283,420
THAESAGEEERNEM DB Other segment items included in the consolidated income
A : statement are as follows:
HELH R+ Amortisation of leasehold land
FRERH and land use rights (643) = = = (643)
ME - BER Depreciation of property, plant
RETE and equipment (37,930) (1,579) (4,715) — (44,224)
BREE#H Amortisation of intangible assets = (30,298) — — (30,298)
RERE Impairment of inventories (213) (1,082) = = (1,295)
B S B R B Impairment of receivables (44) (156) — — (200)
FEWIRFBERE  Reversal of receivable impairment = 2,433 = = 2,433
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5 Segment information (Continued)

(a) Primary reporting format - business segments

(Continued)

Inter-segment transactions are conducted at terms
mutually agreed among group companies.

Segment assets consist primarily of leasehold land and
land use rights, property, plant and equipment, intangible
assets, investments in associates, investments in jointly
controlled entities, inventories, trade, bills and other
receivables, and cash and cash equivalents. Unallocated
assets mainly comprise cash and cash equivalents held
for corporate uses, tax recoverable and deferred income
tax assets.

Segment liabilities comprise mainly operating liabilities.
Unallocated liabilities mainly comprise deferred income
tax liabilities, current income tax liabilities and corporate
borrowings.

Capital expenditure comprises additions to leasehold
land and land use rights, property, plant and equipment
and intangible assets, including additions resulting from
acquisitions through business combinations.

The segment assets and liabilities at 31 December 2007
and capital expenditure for the year then ended are as

ZEENERAX : follows:
EBR

THEREE EBR

BHREE Sportswear  FHMRS
Sportswear distribution  Active and AP E £
manufacturing  and retail outer wear Unallocated Group
FET FET FER FER TET
HK$°000 HK$°000 HK$°000 HK$000 HK$°000
BE Assets 1,441,326 635,845 240,850 273,214 2,591,235
N Associates 25,185 — - - 25,185
HEE Total assets 1,466,511 635,845 240,850 273,214 2,616,420
8 Total liabilities 365,139 225,979 43,643 80,561 715,322

EXHX Capital expenditure

238,748 47,965 348 — 287,061
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5 SEER @ 5 Segment information (Continued)
(a) TEBE/FN — ¥B7H @ (a) Primary reporting format - business segments
(Continued)
THAEBZ-ZZEAE+=ZA=+ The segment assets and liabilities at 31 December 2006
—BLEEsBEEREEBURE and capital expenditure for the year then ended are as
EREEILEAMY follows:
EBR

PHEREE EER

BEREE Sportswear FRE
Sportswear distribution  Active and AOE -
manufacturing  and retail outer wear Unallocated Group
FET FET FET FET FET
HK$’000 HK$’000 HK$’000 HK$’000 HK$°000

gE Assets 825,199 430,232 252,930 404,780 1,913,141
=N Associates 21,589 — — — 21,589
HEEFHER Jointly controlled entities — 14,395 = = 14,395
wEE Total assets 846,788 444 627 252,930 404,780 1,949,125
8 Total liabilities 228,811 249,389 47,478 51,300 576,978
EREX Capital expenditure 178,863 13,076 1,677 — 193,616
(b) REEHHFN —#HES (b) Secondary reporting format - geographical segments
FEEBFEEEERPEARER The Group primarily operates in Hong Kong and
2 HEHREREEBIMETAR Mainland China. Sales are made to overseas customers
HEKEERE ° as well as customers in Hong Kong and Mainland China.

—2ELE CZZTITRF

2007 2006
FET FET
HK$°000 HK$’000

W = Revenue
BUM Europe 1,361,338 988,886
] United States of America 521,952 609,857
mex Canada 109,335 107,181
&5 Hong Kong 132,572 98,162
B A B Mainland China 829,466 475,895
HibmME X Other Asian countries 230,075 181,369
Hitb Others 137,662 26,169

3,322,400 2,487,519
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5 oHER @ 5
(b) REEHRFN — HED @

AEERBED MBI NHEEET
BREERBANEBNBERT -

Segment information (Continued)

(b) Secondary reporting format - geographical segments
(Continued)

The Group’s revenue by geographical location is
determined by the final destination of delivery of the

products.

—EEtE Z—EERE
2007 2006
FHET FET
HK$°000 HK$000

HWEE Total assets
b Hong Kong 1,123,153 1,080,188
K B Mainland China 1,369,460 749,989
HAEMNE =X Other Asian countries 123,807 118,948
2,616,420 1,949,125

REERBEEFRERED -

Total assets are allocated based on where the assets are

located.

“EELE Z—ETRE
2007 2006
FHET FET
HK$’000 HK$’000

BEEREX Capital expenditure
B8 Hong Kong 18,582 5,889
B K RE Mainland China 258,759 165,322
HAEMNE =X Other Asian countries 9,720 22,405
287,061 193,616

EXAMIRBEEEREHRED -

Capital expenditure is allocated based on where the

assets are located.

“EELE Z—ETRE
2007 2006
FET FET
HK$’000 HK$’000

SEWREDN Analysis of revenue by category
HEEm Sales of goods 3,313,616 2,477,411
REED RS Provision of subcontracting services 8,784 10,108
3,322,400 2,487,519
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6 HELHRIHFERAE-—HE 6 Leasehold land and land use rights - Consolidated

AEBREENEELI K L FHE The Group’s interests in leasehold land and land use rights
EalEMLEHERERHIREFE represent prepaid operating lease payments and their net
DHWMT book amounts are analysed as follows:

—ERLF CZEETRF

2007 2006
FET FET
HK$’000 HK$°000
EEBER: In Hong Kong held on:
HENF10E505F Leases of between 10 to 50 years 13,992 14,341
EHREAEREE ! In Mainland China held on:
T fERAEN F102505F Land use rights of between 10 to 50 years 39,094 17,135
53,086 31,476
F4) Beginning of the year 31,476 28,637
ELER Exchange differences 244 —
wE Additions 22,198 3,482
8y Amortisation (832) (643)
F# End of the year 53,086 31,476
ENcEHERENBECTAGER Amortisation of prepaid operating lease payments has been
ERAN-MRTHEE - included in general and administrative expenses in the

consolidated income statement.
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7 %*‘%%ﬁ&%ﬁﬁ_n\é

7 Property, plant and equipment - Consolidated

KA%E BENE BRRRE
1 £ BERKEE  Furniture RE  HEBIR
Freehold BF  Leasehold  Plant and and Motor Construction @it
land  Buildings improvements machinery  equipment vehicles in progress Total
TEx TE7 TEn TE7 TEn TEn TEx TEn
HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
W=BEXE-A-H At 1 January 2006
KA Cost 2,700 46,286 52,545 136,571 36,312 11,605 14,429 300,448
ZitiE Accumulated depreciation - (6,732)  (20,888)  (52,049)  (18,825) (7,846) —  (106,340)
REFE Net book amount 2,700 39,554 31,657 84,522 17,487 3,759 14,429 194,108
BE-EEAE Year ended 31 December 2006
TZB=t+-BLEE
EYRERE Opening net book amount 2,700 39,554 31,657 84,522 17,487 3,759 14,429 194,108
ERZEH Exchange differences - 203 1,689 3,309 700 255 650 6,806
w"E Additions - — 7,540 84,959 22,033 1,464 74,138 190,134
e Disposals - - (133) (696) (88) - - (©17)
g Depreciation — (123)  (M402)  (22425)  @8101)  (1473) — (24
# Transfers - 804 25,596 — - — (26,400) —
ERREFE Closing net book amount 2,700 39,438 54,947 149,669 32,031 4,305 62,817 345,907
WZBEXE+ZB=1-H Asat31 December 2006
WA Cost 2,700 47,389 87,854 223,723 58,634 13,428 62,817 496,545
ZHTE Accumulated depreciation - (7,951) (32,907) (74,054) (26,603) (9,123) - (150,638)
REFE Net book amount 2,700 39,438 54,947 149,669 32,031 4,305 62,817 345,907
BE-ESLETCR Year ended 31 December 2007
=t-ALEE
ENREFE Opening net book amount 2,700 39,438 54,947 149,669 32,031 4,305 62,817 345,907
ERZEH Exchange differences = 146 2,798 2,873 1,096 226 1,271 8,410
W B B 2 ) (HEE33) Acquisition of subsidiaries (Note 33)  — = 82 = 4,230 250 = 4,562
H"E Additions - 4,178 23,331 104,172 54,303 5,830 62,756 254,570
HE Disposals = = = (1,074) (707) (356) = (2,137)
ik Depreciation = (1,567)  (16,544)  (27,762)  (16,811) (1,600) = (64,284)
gz Transfers - 41,284 28,915 11,633 136 — (81,968) —
FRIRAFE Closing net book amount 2,700 83,479 93,529 239,511 74,278 8,655 44,876 547,028
W=BS+E+-A=1-H Asat31December 2007
KA Cost 2,700 93,106 143,653 341,867 117,379 14,690 44,876 758,271
ZitE Accumulated depreciation - (9,627)  (50,124)  (102,356)  (43,101) (6,035) - (211,243)
REFE Net book amount 2,700 83,479 93,529 239,511 74,278 8,655 44,876 547,028

KAERLHURHE o

Freehold land is located in Jordan.
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7 ME BERRE-HE@ 7 Property, plant and equipment - Consolidated
(Continued)
EGANBERBEANTERI 2NN Depreciation expense recognised in the consolidated income
T statement is analysed as follows:

—ERLF CZEETRF

2007 2006

FET FET

HK$’000 HK$’000

$HE R AR Cost of sales 27,762 22,425
—BRRITBAX General and administrative expenses 36,522 21,799

64,284 44,224
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8 Intangible assets - Consolidated

EFBER&
EEE HE Customer @t
Licence rights Goodwill  relationships Total
FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000
R-ZEEXE-H—H At 1 January 2006
BA Cost 227,743 11,361 = 239,104
B & Accumulated amortisation (58,510) — — (58,510)
1R EFE Net book amount 169,233 11,361 = 180,594
BE_ZEXF Year ended 31 December 2006
+-A=+t-HLEE
FMREFE Opening net book amount 169,233 11,361 = 180,594
H Amortisation (30,298) = = (30,298)
FRREFE Closing net book amount 138,935 11,361 = 150,296
R-ZEZEXE+-A=+—H At 31 December 2006
B A& Cost 227,743 11,361 = 239,104
g Accumulated amortisation (88,808) = = (88,808)
IREFE Net book amount 138,935 11,361 = 150,296
BE_ZSEtF Year ended 31 December 2007
t-A=t-HLEE
FNREFE Opening net book amount 138,935 11,361 = 150,296
EXES Exchange differences 348 1,609 122 2,079
WENBLAR/ Acquisition of subsidiaries/
¥7% (MfE33) businesses (Note 33) 3,726 36,003 2,005 41,734
BURER S’ Derecognition of licence rights  (130,312) — = (130,312)
B Amortisation (11,206) = (267) (11,473)
FAREFE Closing net book amount 1,491 48,973 1,860 52,324
R-ZZ+F+-A=+—H At 31 December 2007
B Cost 3,806 48,973 2,127 54,906
EHE Accumulated amortisation (2,315) = (267) (2,582)
IR R E Net book amount 1,491 48,973 1,860 52,324
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BREEE-ZEa @

EERNR-_ZZt+tE-B—ACEEE
Ao WERBEERGE HBE-
T-ZENHEHELEE (BETHLR
RRWEBERETESFENET TR
o BEAFREREUMbroE @ AR
ENERRETMEE) - EEBBEREE
ERAEERKERRNMETHEE
FREN6OENTREFEMBRAN
i o

R-ZBZ+LE_F XRRAZKHEBLHF
REFFTUHGE B-FTLE=
ARZ-Z2-_ZF+-HIL#EAEUmbro
ERETEARE - &E  RFRAEZ
BROBH -HE BRALXFRRE
FE2HEES FUAL - REFIHT
Z AEBEQAREFTERAAZ—
FZ B R Umbro International LimitedX
F2EUmbroEm2EEREE  HEE
FHEEB6%E25%  HESEXHE
MEHEERER - HB» LXHRR
LEERREMHBEERER (I
19) EBUERER - ENHASEEEBAR
HEKSE#EREE 2= 33,526,000
BIRGEERRACHERAEMS

9
#o

“ERLF+T A=t -RAZEERER
“ERLF-AUBEEREARER
NRIKES (K5E33) - ZZRAN =
ZE\FNARETERNELERERZ
B (BHEE19) ©

R R E R

BHESREREHBENBEREKSHE
ITHAEEREELEN - RZEEL
F+=-A=+—H - 11,361,000 (=
TZEAREF 11,361,000 Tt ) &
37,612,000 T (ZZEXEF : B) M@
ENoREFEACESRIHEKRF
BrEBRTEEYK  BAEHRS H
REEERCREEEBENEERER
AZRREMHzHEME

8

Intangible assets — Consolidated (Continued)

Licence rights at 1 January 2007 represented capitalisation of
the expected licence fees, including fixed periodic payments
and expected variable payments based on pre-determined
criteria on future revenues from Umbro branded products that
can be reliably estimated at the time of the acquisition,
payable through 2010. It was recognised based on a discount
rate equal to the Group’s weighted average borrowing rate of
approximately 6.6% per annum at the date of the inception.

In February 2007, Team & Sports Limited, a subsidiary of the
Company, entered into a new agreement to act as an
exclusive distributor of the Umbro branded products in
Mainland China, Hong Kong, Macau and Taiwan from March
2007 to December 2020. Consequently, the agreement for
the aforementioned licence rights was terminated. Under the
new distribution agreement, the Group is required to pay
Umbro International Limited, a shareholder of Team & Sports
Limited, royalty on all Umbro branded products sold at an
agreed rate ranging from 6% to 25% based on the selling
price, but is not obligated to any fixed periodic royalty
payment. Consequently, the aforementioned licence rights
and the related licence fees payable (Note 19) were
derecognised. The excess of the carrying amount of the
licence fees payable over the carrying value of the licence
rights of HK$33,526,000 was recognised as other gains in the
consolidated income statement.

Licence rights at 31 December 2007 arose from the
acquisition of Win Sports Limited in March 2007 (Note 33).
These rights represented capitalisation of the expected
licence fees payable through April 2008 (Note 19).

Impairment tests for goodwill:

Goodwill is allocated to the Group’s cash-generating units
identified according to geographical location and business
segment. As at 31 December 2007, goodwill of
HK$11,361,000 (2006: HK$11,361,000) and HK$37,612,000
(2006: Nil) are allocated to the sportswear distribution
business in Mainland China and sportswear retail business in
Mainland China respectively, the identified groups of cash-
generating units within the sportswear distribution and retail
segment that are expected to benefit from the synergies of

the combinations.
-
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Intangible assets — Consolidated (Continued)
Impairment tests for goodwill: (Continued)

The recoverable amounts of the cash-generating units are
determined based on value-in-use calculations. These
calculations use pre-tax cash flow projections based on
financial budgets approved by management covering a three-
year period for the sportswear distribution and a four-year
period business for the sportswear retail business. Cash
flows beyond the period covered in approved budgets are
extrapolated using the key assumptions stated below. The
growth rates do not exceed the long-term average growth
rates for the businesses in which the cash-generating units
operate.

—ERLF —EIRF
2007 2006
BEDRoE BIREBE BHHRIE EBEIREES

Sportswear  Sportswear  Sportswear  Sportswear

distribution retail distribution retail
BEER=E Budgeted gross margin 48% 43% 39% —
AEREBHELEN Growth rate used to
HEeRBEER extrapolate cashflows
beyond the budget
period 0% 0% 0% —
Bt A BE 3] = Pre-tax discount rate 4.5% 7% 4.5% —

RZEZLE+-RA=+-H TEH
ZERE(ZZEEAE: Tn)

o

HHNBRARANKRE-XATF 9

As at 31 December 2007, there was no impairment of the
value of goodwill (2006: Nil).

Investments in subsidiaries — Company

—E2tF CZETARF

2007 2006

FET FET

HK$’000 HK$°000

BEFRLETRSG  BEAANE Investment in unlisted shares, at cost 538,331 538,331
UK BN T 2258 (HiE(a)) Amounts due from subsidiaries (Note (a)) 694,007 487,247

1,232,338 1,025,578
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9 HHBARMNKRE-—A2AT@® 9
THAER-ZZEELEF+ZA=+—H=E

EWELF -

L

Name

Al-Aham Garment
Manufacturing Company
Limited

EZTMNERAR
Bowker Asia Limited

BREAXE (RR)
BRAH

Bowker Faith Garment
Factory Limited

BRARER (RR)ERLT
Bowker Garment
Accessories (Dongguan)
Company Limited

BERHRBEBERAR

Bowker Garment
Accessories
Company Limited

BERLR (EF)
BRAA (K ()

Bowker Garment Factory

(Yunfu) Company Limited
(Note (e))

December 2007:

1 B 3L B I
EERBRE
Place of
incorporation and

type of legal entity

WE BEREELA
Jordan, limited
liability company

RBRLHES
(TRZEE]
EREELT

British Virgin Islands
(“BVI), limited
liability company

BB BREELH
Hong Kong,
limited liability
company

mEAKE  HEBE
T ¥

Mainland China,
wholly foreign
owned enterprise

BB BEREALH
Hong Kong,
limited liability
company

HE KK
NEBELE

Mainland China,
wholly foreign
owned enterprise

ERAIRARRA
Particulars
of issued

paid up capital

125,0004 B 7t
J$125,000

100% 7T
Us$100

2,000,0003% 7T
HK$2,000,000

4,205,454 7T A R
RMB4,205,454

10,0003 7T
HK$10,000

23,440,000
ARE
RMB23,440,000

Pt B
Interest held

ZERLE ZERRE

2007

100%

100%

T1%

100%

100%

85%

2006

100%

100%

70%

100%

100%

70%

Investments in subsidiaries — Company (Continued)

The following is a list of the principal subsidiaries at 31

FTEXBREEHE
Principal activities and

place of operations

EERKER/HE

Manufacturing of
garment products/
Jordan

EERKER/BE
Trading of garment
products/
Hong Kong

EEREBERKER/
ERERDE AR

Manufacturing and
trading of garment
products/Hong Kong
and Mainland China

EERKER,/ PEIKE

Manufacturing of
garment products/
Mainland China

REERRER
RKEm/ &S

Investment holding and
trading of garment
products/Hong Kong

EERKRER/PEKRKE

Manufacturing of
garment products/
Mainland China
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Investments in subsidiaries — Company (Continued)

LR AR L i B R
EEERERE ERTRARRE FrisRE
Place of Particulars Interest held TEXRREELS
#1B incorporation and of issued ZEZELE ZZZRE  Principal activities and
Name type of legal entity paid up capital 2007 2006 place of operations
EERXBERLH & BEREANT 100008 TEREE 100% 100% BERKRER/EBE
Bowker Garment Hong Kong, 200,0008 THEE Trading of garment
Factory Company Limited limited liability ELEBRO (M(g) products/Hong Kong
company HK$10,000 ordinary
HK$200,000
non-voting
deferred (Note (g))
BEIA(ER) BKERLT HE K 12,000,000 Tt 100% 0% %*ERKER/PEKE
(Kt (d) NEBELE HK$12,000,000 Manufacturing of
Bowker Pacific (Huiyang) Mainland China, garment products/
Garment Company Limited wholly foreign Mainland China
(Note (d)) owned enterprise
BENTER hEIARE 38,641,0207 100% 100% 4EDERANEER/
CR) BRAA NEBELE AR AR
Bowker Printing Factory Mainland China, RMB38,641,020 Manufacturing of
(Heyuan) Company Limited wholly foreign printing and
owned enterprise embroidery products/
Mainland China
BEEAIEHRE E KR 83,225,2717T 100% 100% £ERKER/ HEAE
(23)BRLA NEBELE AR Manufacturing of
Bowker Venture Garment Mainland China, RMB83,225,271 garment products/
(Yunfu) Company Limited wholly foreign Mainland China
owned enterprise
Bowker (Vietnam) Garment HMEAEEHLME  31,792,800,000t  100% 100% £ERKER/ H#
Factory Company Limited (T#pl) HiEE Manufacturing of
BEREALF VDN 31,792,800,000 garment products/
The Socialist Vietnam
Republic of Vietnam
(“Vietnam”), limited
liability company
BEEdE(ZER) B BEREAELT 1,000,000 7T 100% 100% REZRREERK
BRDF Hong Kong, HK$1,000,000 Em/EE
Bowker Vietnam Holding limited liability Investment holding and
Limited company trading of garment

products/Hong Kong
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&R

Name

BEERE (BM)
IXERDA (M (d)

Bowker Yao Wa (Huizhou)
Industry Limited (Note (d))

BEERFHRE
CR) ERA &
Bowker Yee Sing
Garment Factory
(Heyuan) Company Limited

Corus Investments Limited

HEBERAF
Gold Chase Limited

BMHERENARERLT
Guangzhou Panyu Newpurls
Garment Factory Limited

BENEEREAR
BRAR (M (b)
Guangzhou Win Sports

Ltd. (Note (b))

BE (BN ERLT

Provel Limited

AL R R
EERBRER
Place of
incorporation and
type of legal entity

HE AR
NEBELE

Mainland China,
wholly foreign
owned enterprise

HE AR
NEBEELE

Mainland China,
wholly foreign
owned enterprise

BB BEREALH
Hong Kong,
limited liability
company

BB BEREALH
Hong Kong,
limited liability
company

RE KK
NEBEELE

Mainland China,
wholly foreign
owned enterprise

HE KK
NEBEELE

Mainland China,
wholly foreign
owned enterprise

A BRERAAA
Hong Kong,
limited liability
company

ERTRAZRE
Particulars

of issued t
paid up capital

16,320,0007C
ARE
RMB16,320,000

118,870,078t
AR®
RMB118,870,078

10,0003 7T
HK$10,000

10,0003 7T
HK$10,000

4,000,000/ 7T
HK$4,000,000

20,000,000 T
HK$20,000,000

1,000/ 7T
SREE
1,000,000 7t
FREERE
EERM (KE(g)

HK$1,000 ordinary
HK$1,000,000
non-voting deferred
(Note (g))

Pt I

Interest held
BLE Z—ZEEXRE
2007 2006
100% 70%
1% 71%
#100% #100%
100% 100%
100% 100%
75% 50%
100% 100%

Investments in subsidiaries — Company (Continued)

IEXRBREEHN
Principal activities and
place of operations

EERKRER/FEARRE

Manufacturing of
garment products/
Mainland China

EERKER/TEARE

Manufacturing of
garment products/
Mainland China

NEBE/BE
Property holding/
Hong Kong

BEERKER/BB
Trading of garment
products/Hong Kong

EERKER,/ PEIKE

Manufacturing of
garment products/
Mainland China

BEERKER/PEAKE
Trading of
garment products/
Mainland China

EERKER/BE
Trading of
garment products/
Hong Kong
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&R

Name

#Wh(BB)BRAR
Rich Form (HK) Limited

BT TR LKA
BERAF

Sport City Garment
Factory Company Limited

BEERAA (K (b)
Sport Corners Limited (Note (b))

RERERM ORI
BRDH
Team & Sports (Shenzhen) Ltd.

REFITERAF (M)

Team & Sports Limited (Note (f))

REBRDE (K1)
Tien Yan Limited (Note (f))

Win Hanverky (Far East) Limited

AREE (BB BERAH
Win Hanverky Limited

BRI AR D
EERRER
Place of
incorporation and
type of legal entity

EE HERERAAT
Hong Kong,
limited liability
company

HE KB
NERELE

Mainland China,
foreign equity
joint venture

B BERERLT
Hong Kong,
limited liability
company

HEARKE
NEBEELE

Mainland China,
wholly foreign
owned enterprise

Hong Kong,
limited liability
company
28 BEREELH
Taiwan, limited
liability company
B BERERLT
Hong Kong,
limited liability
company
BE BREAAT
Hong Kong, limited
liability company

BRTRARRA Fris iR
Particulars Interest held
of issued “EEtE ZEERE
paid up capital 2007 2006
10,0007 T 100% 100%
HK$10,000
4,476,392 12.7% 72.7%
ARM
RMB4,476,392
500,0007& 7T 75% 50%
HK$500,000
750,889t A R # 60% —
RMB750,889
900,0007& 7t 60% 75%
HK$900,000
1,000,0007C & ¥ 60% 75%
TWD1,000,000
200,0003& 7T 100% 100%
HK$200,000
10,0008 T EREE 100% 100%
1,000,000 T - —
FREEL
BBERG (Kiig)
HK$10,000 ordinary

HK$1,000,000
non-voting deferred
(Note (g))

Investments in subsidiaries — Company (Continued)

TEXBREERY
Principal activities and
place of operations
EERRER/BB
Trading of garment
products/Hong Kong

EERRER/PEAKE

Manufacturing of
garment products/
Mainland China

ZEEYRER/BE
Retaling of sportswear
products/Hong Kong

BEERKER/AE
Trading of garment
products/Mainland

Trading of garment
products/Hong Kong

BEERKER/AE
Trading of garment
products/Taiwan
BEERKER/BE
Trading of garment
products/Hong Kong

BEERKER/BE
Trading of garment
products/
Hong Kong
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Investments in subsidiaries — Company (Continued)

LA L B R
EEERERE ERTRARKRE i ik
Place of Particulars Interest held TEXRREELH
£ incorporation and of issued “ZZ+HF ZEZRHF  Principal activities and
Name type of legal entity paid up capital 2007 2006 place of operations
XEGHERAR B BREEAT 2,000,000 7T 100% 100% 4£EREEHH/
Win Hanverky Textile Limited Hong Kong, limited HK$2,000,000 EBRTEAE
liability company Manufacturing and
trading of fabrics/
Hong Kong and
Mainland China
EERBEAREBRLR (Wwm) BB BREMELFT 80,000,000 1 75% 50% BERKER/ BB
Win Sports Limited (Note(b)) Hong Kong, limited HK$80,000,000 Trading of garment
liability company products/
Hong Kong
EEEBEARES (LB) HE AR 1,000,000 7t 75% — BERREMR/FEAE
BRAF NEBELE HK$1,000,000 Trading of garment

Win Sports Trading

(Shanghai) Co., Ltd.

Mainland China,
wholly foreign
owned enterprise

products/
Mainland China

# ZROATNROBADAEERER Hft
AMALARREESS -

Hat -

@) BRHEIABRERALACREKE
ARRBOBARE - NHERARAHMY
BAARENEHRENE -

(b) R=TZ+F=H  AEEURESNKE
45,000,000 TWEEZEBEARER
NE (A AHEREGEEE) 5 25%K
B -HE AEERZERFARAR
DAREZENE A RHIMRE (BEEH S
ERAARENERCEEARARAT)
HE50%EMETS% FMRATRELE
B75%H B AR e

(c) R=ZTZtF=R AEEURSNKE
225,000 T BB K (B AX) BRA R
INAB%ARRE o HE  RNEBRNKE (%
A)BRD BN R EHLI%E NE
99.9% °

# The shares of this company are held directly by the Company;
others are held indirectly by the Company.
Notes:

(a)

(b)

(c)

Amounts due from subsidiaries represent equity funding by the
Company to the respective subsidiaries and are measured in
accordance with the Company’s accounting policy for
investments in subsidiaries.

In March 2007, the Group acquired an additional 25% equity
interest in Win Sports Limited, previously a jointly controlled
entity, for a cash consideration of HK$45,000,000. Thereafter,
the Group’s equity interest in Win Sports Limited and its wholly
owned subsidiaries, namely Sport Corners Limited and
Guangzhou Win Sports Ltd., was increased from 50% to 75%
and they have become 75% owned subsidiaries.

In March 2007, the Group acquired an additional 45% equity
interest in Win Gear (Asia Pacific) Company Limited, for a cash
consideration of HK$225,000. Consequently, the Group’s equity
interest in Win Gear (Asia Pacific) Company Limited, was
increased from 54.9% to 99.9%.
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9 HHBARMNKRE—ARAT @
Wia ()

(d)

(e)

(f)

(g)

RZZZtFNA > AEEURENKE
1,000,000 T W EEETE ARKERLD
FEEN0%KE - £ AEBREE
TAREKERAAREZENE A (B
BEEZDA (BB EKERAAREZR
ETEERAT)NRERTIONEME
100% °

R-ZZZLFAA  AEENEENKE
500,0005% t Y 8 Bowker International
Company Limited%8 s 15%% #& - H
% » X % @ i Bowker International
Company LimitedR H 2 & B 2 7
(MEERNE (EF) BRAR) HRE
H70%% i & 85% °

R-ZZtF=F AEEURSNKE
128,571,000 7t (4% 7 16,500,0003%
) HEMBARXREFTERAR ([X
& |) 2 15%8 # F Umbro International
Limted (T&SZ B —K®E) - H& » &K
ERAT&SK E KB 2 5 8 AR BB 75%R
% 60%; MM Umbro International
Limited RATRSKR EM B A & 2 REA A
25%IE N & 40%° AR Lt &
Umbro International Limited& & &}
ZHESE TRERF30,873,000% 7T
MR - FrEFERH15%D BRERE
EHIREENZBERRZAARMENE
%8 5134,116,00058 Tt AR A ©

BEREEBLARPYFEHAEBHRES o
ZERDUBRERE  RIFFEDANG
A # 1 100,000,000,00058 7t » & B &
ESRE  MERFEBLANEEED
HEBREZFE AL 2K100,000,000,000
B BATNERBEAIR

ETHEAREREBEEARNERE ALK
EEEERERENTXEREIWMERR

Ko
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Investments in subsidiaries — Company (Continued)

Notes: (Continued)

(d)

(e)

()

(9)

In September 2007, the Group acquired an additional 30%
equity interest in Bowker Pacific Garments Limited, for a cash
consideration of HK$1,000,000. Consequently, the Group's
equity interest in Bowker Pacific Garments Limited and its wholly
owned subsidiaries, namely Bowker Pacific (Huiyang) Garment
Company Limited and Bowker Yao Wao (Huizhou) Garment
Company Limited, was increased from 70% to 100%.

In September 2007, the Group acquired an additional 15%
equity interest in Bowker International Company Limited, for a
cash consideration of HK$500,000. Consequently, the Group’s
equity interest in Bowker International Company Limited and its
wholly owned subsidiary, namely Bowker Garment Factory
(Yunfu) Company Limited, was increased from 70% to 85%.

In March 2007, the Group disposed 15% equity interest in Team
& Sports Limited (“T&S”), a subsidiary, to Umbro International
Limited, the other shareholder of T&S, for a cash consideration
of HK$128,571,000 (equivalent of US$16,500,000).
Consequently, the Group’s equity interest in T&S and its
subsidiaries has decreased from 75% to 60%; while Umbro
International Limited’s equity interest in T&S and its subsidiaries
was increased from 25% to 40%. In connection with the
disposal, Umbro International Limited has agreed to surrender
its entitlement to certain retained earnings amounting to
HK$30,873,000. The excess of the proceeds over the carrying
value of the 15% minority interest less transaction costs
amounting to HK$134,116,000, which has been credited to
equity.

The non-voting deferred shares are not owned by the Group.
These shares have no voting rights, are not entitled to dividends
unless the net profit of the relevant company exceeds
HK$100,000,000,000 and are not entitled to any distributions
upon winding up unless a sum of HK$100,000,000,000 has been
distributed by the relevant company to the holders of its ordinary
shares.

The English names of certain subsidiaries represent the best effort
by the management of the Group to translate their Chinese names as
they do not have official English names.
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10 Investments in associates - Consolidated

—EELE CZEZTRE

2007 2006

FHET F#ET

HK$’000 HK$’000

=20 Beginning of the year 21,589 —
g4 Acquisition — 21,458
PIEREE Share of reserves 948 —
D5 E R Share of profit 2,647 131
FR End of the year 25,184 21,589

AEENBENTARELT  AEEE
EHENAREHBEOT :

The particulars of the Group’s associates, all of which are
unlisted, and the Group’s share of interests in the associates
was as follows:

o i B L 3t B BETHE
RAEBER R AR 1B FEER
Place of Particulars Interest held TEERREERY
2% incorporation and of issued Z22+tF ZEZTRHF Principal activities and
Name type of legal entity paid up capital 2007 2006 place of operations
Fu Jin Bowker EZ#E BERAA  2,900,000% T 30% 0% RBHH/AE
Company Limited BVI, limited liability US$2,900,000 Sourcing of fabrics/
company Taiwan
EERERRA EZEE  BR2A®  6800,000% T 30% 0% BREERRHHDR
Fu Hsun Investment BVI, limited liability ~ US$6,800,000 RitE A
Company Limited company Investment holding
and fabrics dyeing
and supply/Taiwan
EEEERREELE HE AR 54,889,0007C 30% 30% FREDRRME
CAR) B IR 2 & NE2ELE AR HE AR
Fu Hsun Bowker Dyeing Mainland China, RMB54,889,000 Fabrics dyeing and
Factory (Heyuan) wholly foreign supply/Mainland
Company Limited owned enterprise China

AEEREEE 8F  WENFENT :

The Group’s share of the assets, liabilities, revenue and
results was as follows:

—EEtHE C—EERE

2007 2006

FET FET

HK$°000 HK$’000

BE Assets 36,913 34,888
afE Liabilities 11,729 13,299
gz Revenue 78,486 17,386
FERF Profit for the year 2,647 131
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1M ABEEFERBZEE — & 11 Investments in jointly controlled entities -
& Consolidated

—E2tF ZETAF

2007 2006
FRT FHT
HK$’000 HK$’000
¢:§ Beginning of the year 14,395 .
ﬂ%"ﬁﬁ Acquisitions _ 15,000
i;EEslz Share of reserves 86 .
ﬂﬁ 4 = (B Share of loss (11,353) (605)
il A sl ) Became subsidiaries (Notes 9(b) and 33) (3,128) —
FR
End of the year _ 14,395
ﬁ%_ - Representing —
7 iﬁé@ﬁ Share of net assets _ 10,084
e Goodwill _ ek

— 14,395
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=0 )

11 Investments in jointly controlled entities -
Consolidated (Continued)

ARENARENEREELY  2F
HEEZEHBERFROT

Details of the Group’s jointly controlled entities, all of which
are unlisted, were as follows:

T A L 3t B ERTHRE
RAEBER RAFE gy $3
Place of Particulars of Interest held TEXRREENH
% incorporation and issued paid ~ =FBEtF ZEEBXF Principal activities and
Name type of legal entity up capital 2007 2006 place of operations
Gadlee International meEx ERAF 1007 fi & 50% 50% SEBRFIMRE
Inc. (Hf&F) Canada, limited ERRER M HERE /MEX
Gadlee International liability company ~ C$100 ordinary Sales agent of
Inc. (Note) voting shares active and outer
1007 MNEE B % - —  wear/Canada
FRER®D
C$100 preferred
non-voting shares
ENEEBREAM HE AR 8,500,0007% — 50% EEREAREMR/
BRDE (KE9(b) NEBELE AR® Bl K BE
Guangzhou Win Sports Mainland China, RMB8,500,000 Trading of garment
Limited (BMELEE wholly foreign products/Hong Kong
BRERAF) owned enterprise
(Note 9(b))
ERUARLT & BRAF 500,000 7t — 50% ZEEEBR
(Hf&29(b)) Hong Kong, HK$500,000 Em/ BB
Sport Corners Limited limited liability Retailing of sportswear
(Note 9(b)) company products/Hong Kong
REREAM B8 BRAF 30,000,0003% 7T — 50% BEMK
BR2AE (K&9(b) Hong Kong, HK$30,000,000 ER/EE
Win Sports Limited limited liability Trading of garment
(Note 9(b)) company products/Hong Kong

fat . AEEBEELZERZERDHIS0%E
m MISEFHEEZBERZRRKSR
EPERENELHFRERND - BR
E o X &% B £ F Gadlee
International Inc./& A &% & & F @&
25%EBES o

Note: The Group holds a 50% interest in the ordinary voting shares and
none of the preferred non-voting shares, which carry similar equity
participation rights of the ordinary voting shares, in Gadlee
International Inc. Effectively, the Group is entitled to 25% interest
in the profit and net assets of Gadlee International Inc.
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AEEEEREE BFE RE - ¥E
RAEEWT :

KEEEZERABRZAT  WinHanverky Holdings Limited

11 Investments in jointly controlled entities -

Consolidated (Continued)

The Group’s share of the assets, liabilities, revenue, results
and commitments were as follows:

“EELE Z—ETRE

2007 2006

FHET FET

HK$°000 HK$°000

gE Assets — 59,953
=R Liabilities — 49,869
I & Revenue 21,420 49,620
FEFE Loss for the year (11,353) (605)
AE Commitments — 117

RBE_ZZtF+-A=+—-HILHF
E > AEBYEEREEML Gadlee
International Inc.’& #8,000% Tt (=&
ZNE C F1E168,0008 )  RERR
STEEA742,0008 T (ZET R F .
750,000% 7T) °

The Group has not recognised its share of profit amounting to
HK$8,000 for Gadlee International Inc. during the year ended
31 December 2007 (2006: loss of HK$168,000), The
accumulated losses not recognised was HK$742,000 (2006:
HK$750,000).

©_ 4 A

FE— &S 12 Inventories - Consolidated
—EELE CZETRE
2007 2006
FHET F#ET
HK$’000 HK$’000
& A Raw materials 188,398 105,903
EEIR Work in progress 79,210 53,079
Bk Finished goods 218,547 123,743
486,155 282,725

& B A< #2,236,486,0008 T (ZEF
AN 11,592,429,000%8 T) B AR
X WEEAEERAR o

FEREA7,0008 T (ZBEEARE !
1,295,000 t) ' Bt AGEEBERN
HERRE -

A& B [E 5117 & fE368,00058 T (=
ZERFT) AEERENEEBRR
HERBEABBE ZBESETALE
ERNEERRE o

The costs of inventories recognised as expense and included
in cost of sales amounted to approximately
HK$2,236,486,000 (2006: HK$1,592,429,000).

Write-downs of inventories amounted to HK$907,000 (2006:
HK$1,295,000), which have been included in cost of sales in
the consolidated income statement.

The Group reversed HK$368,000 (2006: Nil) of a previous
inventory write-down as these inventories were sold at prices
higher than their original costs less write-down. The amount
reversed has been included in cost of sales in the income
statement.
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1B3ERESRAREE—HFE 13 Trade and bills receivable - Consolidated

—2ELE CZZTITRFE

2007 2006
FET FER
HK$’000 HK$’000
FE W B 5 iR Trade receivables
— REBE=A — from third parties 687,422 468,905
— REBHAEAZL — from related parties
(Fft &£ 34(d)) (Note 34(d)) 8,556 12,201
W RE Bills receivable 23,776 7,327
719,754 488,433
HEWEZIRFNERE Less: provision for impairment of trade receivables (15,687) (9,897)

704,067 478,536

BUREZEARFERAERREND
FEMES -

R-ZZEELF+-A=+—-H —HK (=
ZEERE  WMB)EFNERREMKE
BEKBEE=ZFATHNEEBRKE S
RRBE10% > METHEERAMERE
F=AATHAEERKE SIERALE
WA3% (ZZEEARF  49%) - RUEEE
P BAREFEERS  HUEFE
EUESERRZENEREERR

The carrying amounts of trade and bills receivable
approximate their fair values.

As at 31 December 2007, there was one (2006: two)
customer with individual outstanding balance exceeded 10%
of the Group’s total trade receivables from third parties, and
the aggregated balances accounted for approximately 43%
(2006: 49%) of the Group’s total trade receivables from third
parties. Other than this customer, there was no concentration
of credit risk with respect to trade and bills receivable as

there are a large number of customers.




KEEEZERABRZAT  WinHanverky Holdings Limited

BEVESKEEREE—HFE @

BUEZERIEREAARFFER
BHEF  FEHNFIZW0R - XEE
WIEEREOURIRAXET  MED
BEFNHEEEARTRHNEAMRS
NHEBTERHONRXMHEE - BR
BERANIRRD M (BRFZHLNAHY
B)WT :

13 Trade and bills receivable - Consolidated
(Continued)

Majority of trade receivables are with customers having an
appropriate credit history and at credit terms of 7 to 90 days.
Most of the Group’s sales are on open account, while sales
made to a small number of customers are covered by letter of
credit issued by banks or settled by documents against
payment issued by banks. The ageing analysis (from date of
invoice) of trade receivables is as follows:

“EELE ZEETRE

2007 2006

FET FET

HK$’°000 HK$°000

0E 30Kk 0 — 30 days 339,833 248,965
31Z60% 31 - 60 days 248,517 119,295
61E 90X 61 — 90 days 38,792 35,015
91E120% 91 — 120 days 43,906 38,277
1212180k 121 — 180 days 19,616 17,268
1812365k 181 — 365 days 12,485 19,332
Hi8365K Over 365 days 16,605 10,281
719,754 488,433

W E SR B D R120K —RTBEIME
RE R-ZETLHE+-A=+—-H"
BHEBIN20KEFRERBEZERE S
iR 3% 5 14,936,000 T (ZEE X F
16,809,000/8 7T) - ULEEH FiM B W M 3E
REBNBIEFER ZZRKES
RN EEIREDTOT ¢

Trade receivables that are less than 120 days past due are
generally not considered impaired. As at 31 December 2007,
trade receivables of HK$14,936,000 (2006: HK$16,809,000)
were more than 120 days past due but considered not to be
impaired. These relate to a number of independent customers
for whom there is no recent history of default. The past due
ageing analysis of these trade receivables is as follows:

—EELE ZEBERE

2007 2006

FET FET

HK$°000 HK$’000

121£ 180K 121 — 180 days 7,073 6,397
1812 365K 181 — 365 days 7,202 10,286
Hi18365K% Over 365 days 661 126
14,936 16,809
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13 ERESRAREE—HFE @

R-ZZEE+HE+-A=+—-0 BRE
TEHEBEZ2ERESRRA
15,687,000 © (= & 2 < & :
9,897,000 7t) o B EEWE 5 IE
REETEFEBAREESRZLER
o ZEREWIRRMNBHRERNT :

13 Trade and bills receivable - Consolidated

(Continued)

As at 31 December 2007, trade receivables of
HK$15,687,000 (2006: HK$9,897,000) were impaired and
which have been fully provided for. The individually impaired
receivables relate to a number of customers which are in
unexpected difficult economic situations. The past due ageing
of these receivables is as follows:

—¥BLE -TEAE

2007 2006
FET FET

HK$’000 HK$°000

0Z230K 0 — 30 days 71 —
31Z60K 31 — 60 days 58 —
61£90K 61 — 90 days 112 —
91E120% 91 — 120 days 276 1,437
1212180k 121 — 180 days 1,595 —
1812 365% 181 — 365 days 5,243 1,670
Bi8365K Over 365 days 8,332 6,790
15,687 9,897

BUWEZIRFNBERBERZBHNT

Movements on the provision for impairment of trade
receivables are as follows:

—¥BLE -TEAE

2007 2006

FET FER

HK$°000 HK$’000

F4) Beginning of the year 9,897 16,908

ELES Exchange differences 102 286

P LS B 50 ORE 1B 1B Provision for receivable impairment 6,748 200
FRMBEERIEN Receivables written off during the

& UK iR 3K year as uncollectible (698) (5,064)

BEKARA Unused amounts reversed (362) (2,433)

ER End of the year 15,687 9,897
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13 BERESZIRFAREE 4S5 @ 13 Trade and bills receivable - Consolidated
(Continued)

REERIERBENIEEREBRE S A The creation and release of provision for impaired
REBRRPI—MRTEBEX] c 5t A receivables have been included in “general and
BEREZEE-RABTIESTHRE administrative expenses” in the consolidated income
BONE S o statements. Amounts charged to the allowance account are

generally written off when there is no expectation of
recovering additional cash.

AEENESESRERREEUATIE The Group’s trade and bills receivable were denominated in
HIHE the following currencies:

“RELE C—ZTERE

2007 2006

FHET FET

HK$°000 HK$’000

BT Hong Kong Dollars 33,241 28,072
HE]ARY Chinese Renminbi 220,926 149,750
E United States Dollars 464,058 309,544
Hit Others 1,529 1,067

719,754 488,433

RBEAHBAZEERBALRER The maximum exposure to credit risk at the reporting date is
FEWRRZDOTE AEBLEFE the fair value of each class of receivable mentioned above.

EAERBEER The Group does not hold any collateral as security.
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14 € - AAREREMERIER 14 Deposits, prepayments and other receivables

RE RAT
Consolidated Company
“EERLFE CZEBERE ZZBLE ZEETRF
2007 2006 2007 2006
FET FET FET FET
HK$’000 HK$’000 HK$’000 HK$’000
B H Current
A] W e B 18 Tax recoverable 5,572 1,358 — —
e XKEEH Rental, utility and
kHMZS other deposits 25,118 10,534 — —
EEMAYN Prepayments for
BARE operating expenses 10,726 4,638 — —
FEMESRE Prepayments for inventories 6,922 1,429 — =
HEHBE LD Receivables from disposal
HE 5 9 JE WUIR 3R of interest in a
(Bt &E) subsidiary (Note) 18,234 9,734 — —
AU B 1 E R Value-added tax recoverable 15,835 2,372 — —
FE Uy 85 & I RRIE Amount due from
a sales agent 32,370 — —_ —
H f FE IR R Other receivables 11,203 6,095 582 714
125,980 36,160 582 714
JE BN HA Non-current
HEKB A Receivables from disposal
HE 5 19 JE WUIR 3R of interest in a
(Bt &E) subsidiary (Note) 28,599 17,596 — —
154,579 53,756 582 714
BE > A RIE R H MR IR TR EE E The carrying amounts of deposits, prepayments and other
EBEMNATEMEE HRB|EAZRAZE receivables approximate their fair values. The maximum
ERBALABEIERNAFE K& exposure to credit risk at the reporting date is the fair value of
B EEEEAEAR - the above receivables. The Group does not hold any

collateral.
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14 B~ BARERE M BRI

E0 )
s -

R-ZZHEFAA  AEEZEWEBAT
Team & Sports (BVI) Limited A KRB X
97,383,0008 T HEXEXTERAA (X
E])25%R#E 0 ERIRRASBARARX
F EE-Z-—FTF -

REZ=-ZT+tH+-A=1+-ALFE &
EEEFTGEREFTERLAAREHELA
MEBRE - RRKBEMETAR-ZSTNEE=
T-TEMHBEN > KRB METERRESLR
#23,299,0005 7t o LEET A FEE o

REZE=-ZZT E+-A=1+-ALFE &
EEEFTGEREFTERLAAREHELA
MEBRE - RRKBEMETR =T LEE=
T-ZEHBEL > RREMETTERRESH
47,548,000 7T o HEREEH MR o

14 Deposits, prepayments and other receivables

(Continued)
Note:

In September 2005, Team & Sports (BVI) Limited, a wholly owned
subsidiary of the Group, disposed of a 25% equity interest in Team &
Sports Limited (“T&S”) for a consideration of approximately
HK$97,383,000, receivable by instalments through 2010.

During the year ended 31 December 2007, the Group reassessed the
post disposal performance of T&S and its subsidiaries. The estimated
future revenues from 2008 to 2010 were increased and consequently
the estimated consideration receivable was increased by
HK$23,299,000. The increase was credited to reserves.

During the year ended 31 December 2006, the Group reassessed the
post disposal performance of T&S and its subsidiaries. The estimated
future revenues from 2007 to 2010 were reduced and consequently
the estimated consideration receivable was reduced by
HK$7,548,000. The reduction was charged against reserves.

ZERBIRRDMAAOT ¢ An analysis of such receivables is as follows:
—EERLHE —EERE
2007 2006
FAR FHT
HK$’000 HK$°000
FE Uk BE 2K Receivable
— —&R — within one year 19,039 10,242
— —EZBRER — after one year and not later than five years 33,976 21,523
53,015 31,765
W ABEARR B WA Less: Unearned future interest income (6,182) (4,435)
EWESEHE Net present value of the receivable 46,833 27,330
B — Analysed as —
— R R 2 Amount receivable within one year 18,234 9,734
— EREWES Amount receivable after one year 28,599 17,596

46,833 27,330
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15 HERBEEEY

15 Cash and cash equivalents

mE PN

Consolidated Company
“EERLFE CZEBERE ZZBLE ZEETRF
2007 2006 2007 2006
FET FET FET FET
HK$’000 HK$’000 HK$’000 HK$’000
HBTHEERFERS Cash at bank and on hand 254,466 173,229 148 6,206
EHRTER Short-term bank deposits 325,814 394,158 253,777 394,158

580,280 567,387 253,925 400,364

REREERR Maximum exposure to

credit risk

577,542 566,206 253,925 400,364

R-BZELE+-A=+—-H #R7TH
EREHMRTERERENED B A
11%(ZEZRF : 1.8%) R4.3% (ZZ
TRE 4.9%) c BHRBRTERNFRE
NF14E61K ©

As at 31 December 2007, the effective interest rates on cash
at bank and short-term bank deposits were 1.1% per annum
(2006: 1.8% per annum) and 4.3% per annum (2006: 4.9%
per annum), respectively. The short-term bank deposits have
maturities ranging from 14 to 61 days at inception.
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15 BEeRBELEEY @ 15 Cash and cash equivalents (Continued)

REeRBAEEEYUTIHERSE Cash and cash equivalents were denominated in the
following currencies:

) AT

Consolidated Company
“EZtFE ZTERE CZBELE CZEZEIRE
2007 2006 2007 2006
FET FET FET FET
HK$’000 HK$’000 HK$’000 HK$’000
BT Hong Kong Dollars 54,685 131,390 29,852 119,659
FEIARE Chinese Renminbi 232,130 69,404 — —
E United States Dollars 288,008 365,040 224,073 280,705
Hity Others 5,457 1,553 — —
580,280 567,387 253,925 400,364
AEBURBARBHENRERRS The Group’s cash and cash equivalents denominated in
EENEHRRTPBERENRIT - BEZ Chinese Renminbi were deposited with banks in Mainland
ZREARBERANEURKEEE China. The conversion of these Chinese Renminbi
o B R B 35 3 AR B KB BT BT AR A Y denominated balances into foreign currencies and the
NEEFEZERREMKE ° remittance of funds out of Mainland China is subject to the

rules and regulations of foreign exchange control

promulgated by the Mainland China Government.
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16 ENESRARERE — 54 16 Trade and bills payable - Consolidated

—¥BLE -TEAE

2007 2006
FET FET
HK$’000 HK$’000
FE 3 B 5 1R 5K Trade payables
— FE=ZA — to third parties 342,112 206,079
— TR (FFE34(d) — to related parties (Note 34(d)) 29,613 20,210
FEF R 15 Bills payable 5,152 2,104
376,877 228,393
BNESERRZENREIMAOT ¢ The ageing analysis of the trade and bills payable is as
follows:
“EELE CEEZRE
2007 2006
FET FET
HK$’000 HK$’000
0Z230K 0 — 30 days 205,255 112,702
31£60X 31 — 60 days 101,575 76,613
61£90K 61 — 90 days 43,107 30,413
91£ 120Kk 91 — 120 days 17,502 4,585
1212 365K 121 — 365 days 6,331 3,549
BiB365K Over 365 days 3,107 531
376,877 228,393
AEBNERESRRREBEUTIE The Group’s trade and bills payable were denominated in the
BSHE - following currencies:
- o A
2007 2006
FET FET
HK$’000 HK$’000
BT Hong Kong Dollars 123,166 70,930
FEAR® Chinese Renminbi 74,221 36,810
E United States Dollars 176,620 119,899
Hity Others 2,870 754

376,877 228,393
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17 FEGTIR =0 &% EL ft FE {4 R X 17 Accruals and other payables
oE RAF
Consolidated Company
—EELHE ZEERF ZEEZEtLFE ZZEARFE
2007 2006 2007 2006
FET FET FET FET

HK$°000 HK$'000 HK$°000 HK$’000

18 8 A7 B 5t IR X Accrual for employment

costs 66,146 50,044 953 1,023
ERfEEEE Royalty payable 22,615 — — —
FE A1 BB Value added tax payable 5,854 10,260 — —
EhEFZE Deposits received from
customers 4,527 3,513 —_ —
Hit & ERX Accrual for other
&5t iR X operating expenses 37,338 20,750 164 922
BEWE KRR Payable for purchases
% 1 B FE AT R X of property, plant
and equipment 23,468 7,883
H it FE T R R Other payables 14,149 4,072 3 51
174,097 96,522 1,120 1,996
18 fEE — &RE 18 Borrowings - Consolidated

“RELE —ZTERE

2007 2006
FHET FET
HK$°000 HK$000
IR Current

EHRTERWEHE S Current portion of long-term bank loans 526 —
RHBRITER Short-term bank loans 60,990 10,000
ERRBEANRTER Trust receipts import bank loans 6,726 749
68,242 10,749

R Non-current
RARTERNEDNEDS Non-current portion of long-term bank loans 11,509 —

BEHRE Total borrowings 79,751 10,749
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R-ZZLF+-A=1t—-0  FX5H
AEBEENT :

18 Borrowings — Consolidated (Continued)

As at 31 December 2007, the Group’s borrowings were
repayable as follows:

—¥BLE -—TEAE

2007 2006

FET FET

HK$°000 HK$’000

—FR Within 1 year 68,242 10,749
E-—ZWME Between 1 and 2 years 526 —
E_FRF Between 2 and 5 years 10,983 —
79,751 10,749

HHEENREEERE L FEES - ¥
MEH 2K LD FEE11,814,0008 T (=
TERE T BIREERAREETF
HEEE6.0%HEFTRERETIHEAM
HE(ZEEAE  FEA) -

R-ZBZE+HE+-A=+—H0  RER
TEE BHRTEERGIREED
RITER » 25l A 12,035,000% T
34,240,00078 7t }.6,726,00058 7T » A
DAER °

RZBEZEXE+ZA=+—-H EHR
THEEREABBEDRTETRALRA
AER -

HEFEEUTIEHEE

The carrying amounts of the short-term borrowings
approximate their fair values. The fair value of the non-
current borrowings is HK$11,814,000 (2006: Nil), which is
based on the estimated cash flows discounted using the
Group’s average borrowing rate of 6.0% (2006: Not
applicable).

As at 31 December 2007, the long-term bank loans, short
term bank loans and trust receipts import bank loans of
HK$12,035,000, HK$34,240,000 and HK$6,726,000,
respectively, were guaranteed by the Company.

As at 31 December 2006, the short-term bank loans and the
trust receipts import bank loans were guaranteed by the
Company.

The borrowings were denominated in the following

currencies:
- - A
2007 2006
FHET FET
HK$°000 HK$’000
T Hong Kong Dollars 5,985 —
HE A R Chinese Renminbi 73,025 10,000
EST United States Dollars 741 749

79,751 10,749
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AEENRAREYRFBERNE (=
Z22RF 2%  REEBENER (F)

18 Borrowings — Consolidated (Continued)

All (2006: all) of the Group’s borrowings are on floating rate.
The effective interest rates (per annum) at the balance sheet

FEMTF : date were as follows:
“EELHF —EETRE
2007 2006
BT AR¥ EY BT AR E
HK$ RMB uUsD HK$ RMB uUsD
EHRITER Long-term bank
loans —_ 6.7% —_ — — —
BHRITER Short-term bank
loans — 5.9% — — 6.0% —
EREBEED Trust receipts import
RITER bank loans 5.8% — 8.8% — — 8.3%
AEBNRBARTERNT The Group has the following undrawn banking facilities:
—EELFE CZEERE
2007 2006
FET FET
HK$’000 HK$’000
FEAE Floating rate
—R-—FREH — expiring within one year 392,424 338,625

R-FRIANERBFEER AR
“ESNFSEANENES -

The facilities expiring within one year are annual facilities

subject to review at various dates during 2008.
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19 EREEREE — £4

19 Licence fees payable — Consolidated

—¥BLE -TEAE

2007 2006

FET FET

HK$°000 HK$’000

—FR Within one year 4,036 58,748

E: In the second year — 46,580

E=ZZRF In the third to fifth year — 84,686

4,036 190,014

B BEE Less: Current portion (4,036) (58,748)

FENERE Non-current portion — 131,266
HEtAFE Estimated fair value of:

BN ER 28 Current portion 4,064 61,810

FENERER Non-current portion — 145,478

BNEEREAANELHEE  BET
BAREREBERREISTENE
TEENT  BERADRBELER
ARKBENATEAMET - ZBRAR
EERBARRTRFRE2%(ZET
NE 1 6.6%) HR - WITREIZEXRE
EAMEFIEENRMEE

RZZBZLF=ZF BBEUmbro=& &
MFE S EE 5 163,838,000/ T + R
HEELERE (MEs) R ILBEUERE
K

REFBNGE 2 FERTRFR4%
(ZEZRF 1 45%)E  WFRED
AEEZENENNBEERMET o
EEREUBTAR -

Licence fees payable represents the expected licence fees,
including periodic payments and expected variable payments
based on pre-determined criteria on future revenues from the
licensed business that can be reliably estimated at the time of
the acquisition. It is recognised based on a discount rate of
5.25% (2006: 6.6%) per annum at the date of inception of
such an obligation, which was determined by reference to the
Group’s weighted average borrowing rate.

In March 2007, licence fees payable relating to the Umbro
licence rights of HK$163,838,000 was derecognised in
connection with the termination of the related licence
agreement (Note 8).

The estimated fair value at the balance sheet date was
calculated based on a discount rate of 4% (2006: 4.5%) per
annum, which was determined by reference to the external
borrowing rate available to the Group. Licence fees payable

is denominated in Hong Kong Dollar.
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20 EEFBH — &E 20 Deferred income tax - Consolidated
BEMENEEREEENENHHE Deferred income tax assets and liabilities are offset when
EEHRNSHESEEEGLEFERE there is a legally enforceable right to offset current tax assets
SERIELFTEHEENE — 5 %% against current tax liabilities and when the deferred income
B A EARIKE o UBEFHENT ¢ taxes relate to the same fiscal authority. The net amounts are

as follows:

“RELE —ZTERE

2007 2006
FET F#ET
HK$’000 HK$°000
EEMBEE : Deferred tax assets:
— 1R2ERBKELH — Deferred tax assets to be recovered
BEEHRBEE after more than 12 months 9,717 2,016
— 12f8 B R E — Deferred tax assets to be recovered
BEREEE within 12 months 4,000 1,042
13,717 3,058
REHRESE Deferred tax liabilities:
— RERBEEN — Deferred tax liabilities to be settled
EEREERE after more than 12 months (13) (506)
— 12EAREEN — Deferred tax liabilities to be settled
ELHESR within 12 months (1,218) (2,235)
(1,231) (2,741)
EEFRBEE-F8 Deferred tax assets — net 12,486 317
REFSHIEESBHBENT ! The gross movement on the deferred income tax account is
as follows:
—EELFE ZTTRE
2007 2006
FET FET
HK$°000 HK$’000
=30 Beginning of the year 317 (2,751)
RERRED (F5E27) Recognised in the income statement (Note 27) 12,169 3,068

FR End of the year 12,486 317
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20 EEFBHR — e w 20 Deferred income tax — Consolidated (Continued)
ELEREEEREEZE (RFARE—H The movement in deferred tax assets and liabilities without
BRILEENEHKENER OT ¢ taking into consideration the offsetting of balances within the

same tax jurisdiction, is as follows:
BEEBEEME Deferred tax liabilities:
BB E
Tax
depreciation
FET
HK$°000
R-ZEAE—A—H At 1 January 2006 (3,762)
REZRER Recognised in the income statement (205)
R-ZEEAE+ZRA=+—-H At 31 December 2006 (3,967)
REHRER Recognised in the income statement (895)
R-ZEZEtE+-A=1+—H At 31 December 2007 (4,862)
BEERBEEE : Deferred tax assets:
EERE AER
BIEIE Provisions FLIFE 1B i A
Tax against Tax Unrealised Hit #at
depreciation assets losses profit Others Total

FEx THExT TERT FEx FExT TER
HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000

R-_BERE At 1 January 2006 327 — 170 — 514 1,011
—HA—H
REZRER Recognised in the
income statement 171 180 2,919 — 3 3,273
R-_BERE At 31 December 2006 498 180 3,089 — 517 4,284
+=A=+-8
REZRER Recognised in the
income statement 277) 23 6,702 6,616 — 13,064
R-ZBEELE At 31 December 2007 221 203 9,791 6,616 517 17,348
+ZHA=+—-H
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20 EEFBHR — &HRew 20 Deferred income tax — Consolidated (Continued)
MARATRERERTRERN » BIAAB B Deferred income tax assets are recognised for tax loss carry-
BRUSEAMEBHBAENDIBR forwards to the extent that the realisation of the related tax
AELEFMEBHEE R-ZEZLF+= benefit through future taxable profits is probable. As at 31
A=1t—-H FTEELTEBEITEEIK December 2007, the Group has not recognised deferred
HARERRBUANEERSHEE income tax assets of HK$15,483,000 (2006: HK$12,632,000)
15,483,000 T (= & & < & that can be carried forward against future taxable income.
12,632,000% T ) o & i B & & 8 The cumulative tax losses of HK$27,632,000 (2006:
27,632,000% T (= & & X F HK$26,084,000) can be carried forward indefinitely, while tax
26,084,000/ 7T )A] LUEPR ER A 88 > T & losses of HK$37,827,000 (2006: HK$27,870,000) will expire
¥ E51837,827,0008 T (ZEE A F ¢ within five years.

27,870,000 L) R A FREH -

21 B 21 Share capital
R+=—BA=+—H
As at 31 December
—EELHE ZEEREF
2007 2006
FET FET
HK$°000 HK$’000
EE Authorised
3,000,000,000% & & IR 3,000,000,000 ordinary shares
BREMEIER of HK$0.1 each 300,000 300,000
ZRARBROEE
Number of
ordinary shares
T FET
’000 HK$°000
ERITRAE Issued and fully paid up
R-ZBERE—H—H At 1 January 2006 100,000 10,000
BTG Issue of shares 345,000 34,500
B3 s EREER Capitalisation of share premium 800,000 80,000
RZEELtHF—-HF—H At 1 January 2007 1,245,000 124,500
TEERE Exercise of share options 23,400 2,340

R-ZZEZ+tHE+=-HA=+—H As at31 December 2007 1,268,400 126,840
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21 R @)
BRE

ARBREOMEBRETENT ¢

(i)

(ii)

BEXRARERABRESTS

HRETESR —EEBALEE
R HAQAABESEHELD
HERAMBRE RNEBEZ_ZTZAX
F+-A=+-HILEE KA F
REBRLABERAERETE
2 4 £ 44,400,00010 B R - 7
BERI114BTE2.28B TR EWE
BABARRRRG o RIEFERT M
Bk HLEBRER=ZFAEE
TRZEBE-—ARERAATBEH K
EEUELEREENSEURS
BORMATHEBRE - REBR
NHERABRESE > XAFF
IEREENERE

BIRAE

RABHEM—EHHI0F E=F
—ANENARBOBRESS > 7
EERERTAMNES  EE - HE
BBF - fER  REBA 5%
ABRAEBEEBRECDHE - THEE
HEZERE  BEFAARRER
HE; (I1BBBHERBFMERARA
(T NEZAH (BERE%E
A)BEMBERRATOERKS
B RIVBEBEIFTRBEREZAR
M LEEX¥ARENARKTE
MROGEHUTENRSE - A&
BYRLEIHEENETUNRSHE
Bl ST S BRE -

21 Share capital (Continued)

Share options

The Company operates two share option schemes as

described below:

(i)

Pre-IPO share option scheme

Pre-IPO share options were granted by the Company to
certain directors and a consultant for their services to the
Group. During the year ended 31 December 2006, the
Company granted 44,400,000 options under the Pre-IPO
share option scheme to subscribe for shares in the
Company at prices ranging from HK$1.14 to HK$2.28 per
share. These options are vested according to a pre-
determined schedule over three years and will expire on
10 May 2016. The Group has no legal or constructive
obligation to repurchase or settle these options in cash.
No additional options can be granted under the Pre-IPO
share option scheme.

Share option scheme

The Company has adopted a share option scheme, which
will remain in force for 10 years up to August 2016. Share
options may be granted to any director, employee,
consultant, customer, supplier, agent, partner or adviser
of or contractor to the Group. The exercise price is
determined by the Board and shall not be less than the
higher of (i) the nominal value of a share; (ii) the closing
price of one share as stated in the daily quotation sheets
issued by The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) on the date of offer, which shall be a
business day; and (iii) the average closing price of the
shares as stated in the daily quotation sheets issued by
the Stock Exchange for the five business days
immediately preceding the date of offer. The Group has
no legal or constructive obilgation to repurchase or settle

the options in cash.
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21 B4 @) 21 Share capital (Continued)
BREGE) Share options (Continued)
(i) BREE (& (ii) Share option scheme (Continued)
RITEEREZB REBANMET Movements in the number of share options outstanding
BITRENT : and their related weighted average exercise prices are as
follows:
—EELE —EZERE
2007 2006
BRY¥H gR¥Y
TEE TEE
Average Average
exercise exercise
price B AR R price per B g #E
per share Options share Options
BT Ft7 BT T4
HK$ ’000 HK$ 000
R—A—8H At | January 1.479 44,400 — —
R Granted 2.060 1,500 1.479 44,400
7 Exercised 2.943 (23,400) — —
R+=RA=+—-H At 31 December 1.505 22,500 1.479 44,400

R+=-ZA=+-—8 Exercisable at

AR 31 December 1.712 7,128 1.479 —
REARTEBRENIHABRT Share options outstanding at the end of the year have the
BT : following expiry date and exercise prices:

BRE
BRITEE Share options

B H A A Exercise price —ZZ+tF —FEEREF

Expiry date per share 2007 2006

BT F T4

HK$ ’000 000

—E-XFRAT+H 10 May 2016 1.140 9,000 24,000
ZE-R"¥RATH 10 May 2016 1.596 10,000 12,000
ZE-R"¥RATH 10 May 2016 2.280 2,000 8,400
—EZ-R"ENBtH 7 August 2016 2.060 1,500 —

22,500 44,400
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21 B @) 21 Share capital (Continued)
BREE) Share options (Continued)
(i) BRESE (@ (ii) Share option scheme (Continued)

U= -SFET I EEERNBER=
SELFEMREBRENMETLHAF
EEENBREISIET (ZEEAE !
0.458 ) c ZEXETEZERNELAH
MR E2.06E T (ZEERF @ 1.482%8
) > EHFIRMITEE » 54.4% (222
AE 0 36.7%) WEIE - §FE3% (=2
NE 3% MNREEMBR - TFE (=
NEHF) E’J?EE%E%H&EE%I%@&%E
3.1% (ZEZNRE © 4%) HER KRR R
HoUBERARNMUEEEEZTEDN
BREEBLDERBARALTARER
HEREASNNESEREERTIM -

REBE_ZZtF+-A=+—HILHF
B MREReBRRIRNERERARY
7,330,000 © (= & & X &
10,853,0005& 7T) °

REZ-ZZtE+-A=+-HLtE
£ > 523,400,000 B REETE (=
ZERE  E) MEBRELEAR
34,884,0008 T (2T RF : &) - ©
TERAMEFTIHEAER294%
5T o

The weighted average fair value of options granted in
2007 as determined using the Black-Scholes valuation
model was HK$0.81 (2006: HK$0.45) per option. The
significant inputs into the model were share price of
HK$2.06 (2006: HK$1.482) at the grant date, the
exercise price shown above, volatility of 54.4% (2006:
36.7%), dividend yield of 3% (2006: 3%) per annum, an
expected option life of five years (2006: five year), and
annual risk-free interest rate of 3.1% (2006: 4%). The
volatility measured at the standard deviation of
continuously compounded share returns is based on
statistical analysis of daily share prices from the date of
listing of the Company to the date of grant of the share
options.

The share option cost charged to the consolidated
income statement during the year ended 31 December
2007 was approximately HK$7,330,000 (2006:
HK$10,853,000).

During the year ended 31 December 2007, a total of
23,400,000 share options were exercised (2006: Nil), with
total proceeds of HK$34,884,000 (2006: Nil). The
weighted average market price at the time of exercise
was HK$2.94 per share.
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22 f#fE 22 Reserves
(a) && (a) Consolidated
R
R
Share- HERE
R aE based LR Foreign i RERH
Share payment  Statutory currency Other Retained @it
premium reserve reserve translation reserves earnings Total
(H3)
Fhx Thx Thx Thx Thx Thx Thx
(Note)
HK§'000 HK§'000 HK§'000 HK§'000 HK§'000 HK§'000 HK§'000
RZBERE-A-H At | January 2006 (5311) = 1,032 2 45,361 488,524 529,628
ERREER Currency translation differences = = = 7,236 = = 7,236
HE-ZKBATEEN  Loss resulting from change of estimated
I RUREZBNER consideration receivable from disposal
(RizE14) of interest in a subsidiary (Note 14) = = = = (7.548) = (7,548)
REBRENAEREEE  Value of services in respect of
(Hzt21) share options granted (Note 21) - 10,853 - - - - 10,853
2kt Issue of shares 752,100 - -~ -~ - = 752,100
BORBNERERE Direct costs atiributable to issue of shares (42,884 ) = = = = = (42,884)
ROBERIEER Capitalisation of share premium (80,000) — — - — - (80,000)
BREHELDER Acquisiton of additional interests
in subsidiaries - — - - 15 - 15
i Capital contributions = = = = 21,458 = 21,458
jig Capital injection = = = = 5 = 5
EQMBARE (W) Dividends paid prior to the
Reorganisation (Note 1) - — - - — (240,000) (240,000)
ADAREREA Profit atributable to equity
ERF holders of the Company = = = = = 260,600 260,600
RZBEXEFTZA=1—H At3I December 2006 623,905 10,853 1,032 7,258 59,291 509,124 1,211,463
EEREESR Currency translation differences
-%8 - Group - — - 28,011 — - 28,011
-BELR - Associate = = = 948 = = 948
-LEEHEE - Jointly controlled enities = = = 86 = = 86
HE-ZHEBLR Gain resulting from change in
BENGTRURE estimated consideration receivable
2R from disposal of interest
(H14) in a subsidiary (Note 14) = = = = 23,299 = 23299
hE-SHEDNES Disposal of interest in a subsidiary
e (Note 9(f) - - - - I%H6 - 1416
HEKBATER Acquisition of additional interests in
(H3E9(c)* (IR (e)) subsidiaries (Notes 9(c), (d) and (e)) - — - - 137 - 137
ESBRETY Employee share option scheme
-BYERENRE - value of services in respect of
BREE (H21) share options granted (Note 21) - 7330 - - — - 7,330
-BARBHFERE - proceeds from issue of shares
(BzE21) (Note 21) 43,034 (10,490) - - - - 32,544
BHEE Dividend paid = = = = = (41,857) (41,857)
KA AREREE AELER Profit attributable to equity
holders of the Company - — - - — 290,259 290,259
BA\LEEE Transfer to statutory reserve - - 1,783 - - (1,783) -
R-ZZEZ+E+-F=1—H At3l December 2007 666,939 7,693 2,815 36,303 216,843 755,743 1,686,336
& Representing:
BEZZSLERMRE 2007 final dividend proposed 44,34
2 Others 711,349
755,743
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22 e @ 22 Reserves (Continued)
(b) XA T (b) Company
DY SEE
ik
Share-
R % E based HERH RERA
Share payment  Contributed Retained EH)
premium reserve surplus earnings Total
T Tiér T T TEn
HK$7000 HK$000 HK$000 HK$7000 HK$'000
R=EExE-F-H At | January 2006 (5,311) - = = (5,311)
REEREN Value of services in respect
HEREEE of share options granted
(H&E21) (Note 21) — 10,853 — — 10,853
ERYE Effect of the Reorganisation
(MzE1) (Note 1) - - 528,331 - 528,331
BIRG Issue of shares 752,100 = = = 752,100
BORANEERS Direct costs attributable
to issue of shares (42,884) — — — (42,884)
RV EEREER Capitalisation of share premium ~ (80,000) - - - (80,000)
Profit attributable to equity
KRARRESEAEEER  holders of the Company = = = 17,964 17,964
R=2BRE+ZA=+—H At3l December 2006 623,905 10,853 528,331 17,964 1,181,053
EERERETE Employee share option scheme
-RERENEERS — value of services in respect
&fE (Mat21) of share options granted
(Note 21) = 7,330 = — 7,330
-RAIRBFAEHE — proceeds from issue of shares
(H&21) (Note 21) 43,034 (10,490) = — 32,544
RRFAREEEAEMESRR  Profit attributable to equity
holders of the Company — — — 68,849 68,849
ERRE Dividend paid — — — (41,857) (41,857)
R=2%tF+ZA=+—-H At3l December 2007 666,939 7,693 528,331 44,956 1,247,919
K Representing:
BE-IZTLEREKRE 2007 final dividend proposed 44,394
Hit Others 562

44,956
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22 @@ 22 Reserves (Continued)

M st Note:

RIEPEIRBEMRG > 2D 55 B KFERK As stipulated by regulations in Mainland China, the Company’s
REENHBLARAREBESEIEEMNL subsidiaries established and operated in Mainland China are required
EROCREBIFEBBNRBBERNIES to appropriate a portion of their after-tax profit (after offsetting prior
HERA-REEREERREES - —REE year losses) to the general reserve and the enterprise expansion
AAEREBIEEBBRBITAR Mo fund, at rates determined by their respective boards of directors. The
BRRECABAERREL - general reserve can be utilised to offset prior year losses or be

utilised for the issuance of bonus shares, whilst the enterprise
expansion fund can be utilised for the development of business

operations.
RBE-_EE+tE+-A=+—-HLEE " During the year ended 31 December 2007, HK$1,783,000 was
1,783,000 tE B E—REFEERCERER appropriated to the general reserve and the enterprise expansion
B o fund.
23 H A R & 23 Other income and gains
—EEtE Z—EERE
2007 2006
FHET FET
HK$°000 HK$000
BHREREEER AR Gain on derecognition of licence rights
EREEREELN and related licence fees payable (Note 8) 33,526 —
W g (KTEE8)
ERfEERERMGES Gain from change in estimated licence
EEflsE fees payable 655 9,227
Hits Others 571 1,539

34,752 10,766
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24 EHEE D NAX

FAXBREERE  HERDEREL
R-—BRTHAX 20T :

24 Expenses by nature

Expenses included in cost of sales, selling and distribution
costs and general and administrative expenses are analysed

as follows:
—EBELE Z—ETRE
2007 2006
FET FET
HK$°000 HK$’000
EFEANEMERERER Raw materials and consumables used 1,153,640 823,080
BB R m Purchases of finished goods 621,257 438,588
NMIRZBEHR Processing and subcontracting charges 182,169 132,393
SERERIREREX Manufacturing overheads and samples expenses 89,691 57,369
HRMREEMEFEER Changes in inventories of finished goods
and work in progress (120,935) (54,807)
M BBERZENE Depreciation of property, plant and equipment 64,284 44,224
HELH R T FERE#E  Amortisation of leasehold land and land use rights 832 643
B EE#HE Amortisation of intangible assets 11,473 30,298
EERFIR X (FfFE25) Employment benefit expense (Note 25) 471,307 324,635
BE RIRREBEX Freight, delivery and insurance expenses 125,118 94,737
HERE Sales commission 49,647 83,464
WiGHE  EENREMEMYT  Marketing, advertising and promotion expenses 29,317 29,842
BREE R Quota charges 27,907 22,844
EEBAERME TR Operating lease rental in respect of office

BEFHNEERS equipment and land and buildings

-BREEETR — minimum lease payments 42,265 16,859

-gAEE — contingent rent 13,938 1,394
- il e Auditors’ remuneration 4,592 4,061
& LS B S0RE (B Impairment of receivables 6,748 200
P LST 1 0 R 1B 4% [ Reversal of impairment of receivables (362) (2,433)
BTREMERE (M5E21)  Share options granted to a consultant (Note 21) 327 1,201
TFEMRE Write-down of inventories 907 1,295
FERERD Reversal of inventory impairment (368) —
HERER Royalty expenses 53,561 —
HEWME  KBRRRME Loss/(gain) on disposal of property,

2 BB/ () plant and equipment 31 (706)
EREE/ (hz) FE Exchange loss/(gain), net 8,870 (4,614)
Htpx Other expenses 120,813 100,751
HERAK - BERDEHEA  Total cost of sales, selling and distribution

DR — M RTHRAZ A costs and general and administrative

expenses 2,957,029 2,145,318
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25 lEE R 25 Employment benefit expense
—EELE CZEEZRE
2007 2006
FET FET
HK$°000 HK$°000
I8 e ARER Wages, salaries, bonus and allowances 423,983 286,376
BIRER — REMREE Retirement benefit — defined

contribution schemes 11,151 11,508

BoMERx — Share-based compensation expense —
SR HERE share options granted 7,003 9,652
BRI & H fth Rl & Welfare and other benefits 29,170 17,099
471,307 324,635

(a) BEKBARAE — RERRE

AEEZHHEBEE S MAKM
AREFE((RESFE]) 1D
MBYXTAEENRE G/
A-REBRESHE  F5EH(E
IREBBEEARBEHIMELR
ENERZEHTEREVALSRESR
SRR -EEIREERENEA
R LR %1,0008 7T + M H 4t 49 4t
RABREYUR - AEERERINE
ARERARBANEE -

BETFERENRERRN A&
BAAHPEAEETEIAER
ERRAKESEAELHEN - F5E
BEEABRARARABA (BEISR -
FE o RERIEA) H8%m 5t &
o MAKEARBBBRANI2%
E0%EHMER - MERERD - &
SEBAARERARBNERAR
WEF BEREPRASHERE
BRKEIXNEHRAE

(a) Retirement benefit costs - defined contribution plans

The Group has arranged for its Hong Kong employees to
join the Mandatory Provident Fund Scheme (the “MPF
Scheme”), a defined contribution scheme managed by an
independent trustee. Under the MPF Scheme, each of
the Group (the employer) and its Hong Kong employees
make monthly contributions to the scheme at 5% of the
employees’ earnings as defined under the Mandatory
Provident Fund legislation. The monthly contributions of
each of the employer and the employee are subject to a
cap of HK$1,000 and thereafter contributions are
voluntary. The Group has no further obligations for post-
retirement benefits beyond the contributions.

As stipulated by rules and regulations in Mainland China,
the Group contributes to state-sponsored retirement
schemes for certain of its employees in Mainland China.
The Group’s employees make monthly contributions to
the schemes at approximately 8% of the relevant income
(comprising wages, salaries, allowances and bonus),
while the Group contributes 12% to 22% of such income
and has no further obligations for the actual payment of
post-retirement benefits beyond the contributions. The
state-sponsored retirement schemes are responsible for
the entire post-retirement benefit obligations payable to

the retired employees.
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25 EER AKX @)

(a)

(b)

BABMAAR — REHRKETE

(&)

AEEAHRE  FAE -HER
NENBHIMBLAREKREES
MEAREE - AEEE QT (EBE)
LEEESARESHBEUA (BE
TE % ZHRIEA) WN55%E
17%E) 5t B K o A S B BR AR5
BRARERARBANNEE -

BREMEBERS  AEEAUEH
RARBANNERNEE -

EEME

HE-ZZLtF+ZA=+—-HL
FE  AQBAEESHMENT :

25 Employment benefit expense (Continued)

(a) Retirement benefit costs - defined contribution plans

(b)

(Continued)

The Group participates in retirement schemes for
qualified employees of its overseas subsidiaries in
Taiwan, the Philippines, Vietnam and Jordan. Each of the
Group (the employer) and its employees make monthly
contributions to the schemes at rates ranging from 5.5%
to 17% of the employees’ relevant income (comprising
wages, salaries, allowances and bonus). The Group has
no further obligations for post-retirement benefits beyond
the contributions.

The Group has no material obligation for post-retirement
benefits beyond contributions to the above schemes.

Directors’ emoluments

The remuneration of each director of the Company for the
year ended 31 December 2007 is set out below:

Bfheitd ARBRE

Bty HRede

Employer’s  Share-based

MEEL  BERE  contribution compensation
fig §& Discretionary Housing ~ to retirement in respect of it
Name of Director Fees Salaries bonuses  allowances schemes  share options Total
Epi FEE FEL FEE TER TER PR FEA
HK$ 000 HK$ 000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$ 000

L Executive directors
it Li Kwok Tung, Roy - 33 401 - 12 - 3734
ﬁ‘i Lai Ching Ping - 2122 358 - 12 - 3,092
E‘:E Chow Chi Wai - 2,002 60 - 12 5,029 7103
?E;” Cheung Chi - 1,681 120 - 12 1,748 3,561
Lee Kwok Leung - 101 174 120 12 226 1,233
28R
s Independent non-executive directors
e Ma K Chun 10 - - - - - 100
. Chn Kong i 100 - - - - - 100
lﬁjﬁf Kwan Kai Cheong 150 - - - - - 150
Aae Wun Kwang, Vincent 100 = = = = = 100
22

450 10421 1113 120 60 7,003 19173
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25 & 8 B 7K @) 25 Employment costs (Continued)
(b) EEME @ (b) Directors’ emoluments (Continued)
BE-ZEAE+ZHA=t+—-BL The remuneration of each director of the Company for the
FE  KAPASESHMESWT : year ended 31 December 2006 is set out below:

Rif2itl ABRRE
Eiftn  HkfME
Employer's ~ Share-based
BEEL  BEEE  contribution compensation

ik &% Discretionary  Housing to retirement in respect of &3t
8 Name of Director Fees Salaries bonuses  allowances schemes  share options Total

FEn Fin Fin - Fin - -2
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000

gz Executive directors
30 Li Kok Tung, Roy - 219 213 540 ! - 355
237 Lai Ching Ping - 239 213 30 ” - 2053
BEE Chow Chi Wai - 2,002 1421 - 12 6,731 10,172
&8 Cheung Chi - 1,680 - - 12 2,583 4215
g7 Lee Kwok Leung - 700 190 - 12 337 1,239
BUinEE Independent non-executive directors
EX& Ma Ka Chun 48 - - - - - 4
[(54: Chan Kwong Fai 68 = = = = = 68
BRE Kwan Kai Cheong 101 - = = = = 101
BEX Wun Kwang, Vincent 68 - — - - - 68
285 9,490 2,043 930 18 9,651 2411
REBE-_ZZ+F+-A=+—H No directors waived any emoluments during the year
LEE HEREEREEMAME (= ended 31 December 2007 (2006: Nil).

ZERE I HE) o
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25 EE A& @) 25 Employment costs (Continued)

(c) BZRBHFAL (c) Five highest paid individuals
FEELIEREHFATBEDNDR (= The five individuals whose emoluments were the highest
ZERF  HR)EE BFENH2 in the Group include four (2006: five) directors whose
ERERLAESHc ZBBLF+= emoluments are reflected in the analysis presented
A=+ -BEGHEHSBKATHNHMEM above. The emoluments payable to the remaining
T individual at 31 December 2007 are as follows:

“EELE CEZEEZRE
2007 2006
FET FER
HK$°000 HK$’000

KE > BEREE Basic salaries, housing allowances and
SR=Riih=-v:"1 other allowances 914 —
BEIEAL Discretionary bonuses 661 —
BRIRER — Retirement benefit — defined contribution schemes 12 —

REMKEE

1,587 —

(d) BEZ=-ZFZtF+-A=+—HL (d) During the year ended 31 December 2007, no
FE AQARUEIAFHESFEM emoluments were paid by the Company to any of the
ExgdhEmagAt ERMA directors or the five highest paid individuals as an
FBEMAREENEBDNBERE inducement to join or upon joining the Group or as

B(ZZERF &) o compensation for loss of office (2006: Nil).
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26 mE WA R 26 Finance income and costs
—EEtE Z—EERE
2007 2006
FHET FET
HK$°000 HK$000
A EWA Interest income from
— RITEX — Bank deposits 20,367 10,007
— EBFEREEEH — Customers for extended credit terms 2,541 465
— HEMNBARERFT — Other receivables from disposal of interest
= 4 B E fth FE IR FX in a subsidiary 1,913 4,229
— HEROIABEBANER — Deposits relating to the
(B eE) share subscription (Note) — 15,213
BE WA Finance income 24,821 29,914
MEXH Interest expense on
—RITEEREX — bank borrowings and overdrafts (2,549) (6,306)
— EEHEH — balances with directors — (582)
— ENEEEE (fzE19) — licence fees payable (Note 19) (3,470) (14,714)
BE WA Finance costs (6,019) (21,602)
MEWRANFE Net finance income 18,802 8,312
Mt Note:
BREEEALAAR-_ZESAENABBERER In accordance with the share subscription agreements relating to the
DA ERE R 2.28/ 7T % 17300,000,0008 issue of 300,000,000 shares of HK$ 0.1 each through a placing and
BREBNABTIRAVROIABGR &2 public offering at HK$ 2.28 per share by the Company in September
AERUBRAENANEROAE (BEEE 2006, the Company is entitled to the interest income earned from
RE)BENBRTERRRAFERWA - bank deposits relating to the share subscription, including over

subscription, during the subscription period.
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27 BRI X

ERANGHERBERNEEMTERRE
MIEBE17.5% (ZFBERFE | 17.5%) 5t
REE -

EHEAERIRLE HBAR - B
ERNARHABEFNEBRRAEEAR
15%ZE33% (ZFBENE | 27%Z 33%)
BERAMIEAMCERSH - REF
BHERE  ZEETRBRERLAH
BAR HBEQATRAREFNEERN
BEECEIFINEELE  BLKE
BEFEMERIBAARBEREZN
EEENEEES  EMETEREH
HEEMRBH MER=ZFREXR -

BN (BRRPBEARERIN) BN 2HE
ERAFEATERBENZEIREE
EMAEBR CARARITHERNE -

RESBERRMBROBIAE

27 Income tax expense

Hong Kong profits tax has been provided at the rate of 17.5%
(2006: 17.5%) on the estimated assessable profits for the
year.

Subsidiaries, associates and jointly controlled entities
established and operated in Mainland China are subject to
Mainland China Enterprise Income Tax at rates ranging from
15% to 33% for the year (2006: 27% to 33%). In accordance
with the applicable tax regulations, subsidiaries, associates
and jointly controlled entities established in Mainland China
as wholly owned foreign enterprises or sino-foreign joint
ventures are entitled to full exemption from Enterprise
Income Tax for the first two years and a 50% reduction in
Enterprise Income Tax for the next three years, commencing
from the first profitable year after offsetting all unexpired tax
losses carried forward from previous years.

Taxation on overseas (other than Hong Kong and Mainland
China) profits has been calculated on the estimated
assessable profit for the year at the applicable rates of
taxation prevailing in the countries in which the Group
operates.

The amounts of taxation charged to the consolidated income
statement represent:

—¥BLE -—TEAE
2007 2006
FHT FHT

HK$°000 HK$°000

BERFR S — Current income tax —
BRHMER Hong Kong profits tax 50,012 46,884
RERECERMEH Mainland China enterprise income tax 37,682 33,553
BHNBLIE Overseas taxation = 16
R TS (FFEE20) Deferred income tax (Note 20) (12,169) (3,068)

75,525 77,385
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27 BHREX @ 27 Income tax expense (Continued)
REERAERBAEFNBEEFERE The tax on the Group’s profit before income tax differs from
ARGEER AN METLIHEEN the theoretical amount that would arise using the weighted
MERSENZRNT : average tax rate applicable to profits of the consolidated

entities as follows:

“RELE C—ZTERE

2007 2006
FET FET
HK$°000 HK$’000
TEERLBE AR Profit before income tax excluding share
RAREHERRAN of profit/loss of associates and
EBEEBRAERARF jointly controlled entities 418,925 361,279
DERREBE Tax calculated at weighted average domestic
B 2R % Al B9 o0 #E ¥ 19 tax rates applicable to profits in the
7N 4 B 2= 5 E R IR respective places/countries 81,900 88,041
BARBRA Income not subject to tax (14,434) (4,305)
FAHNROAXZ Expenses not deductible for tax purposes 3,784 5,199
WEERELEFRESHRN Tax losses for which no deferred income
BEEBEFE tax was recognised, net 9,930 (3,205)
RBAFERERR Under provision in prior years 2,556 —
BERE2ZE Effect of tax concession (8,042) (7,920)
Hits Others (169) (425)
REHEX Tax charge 75,525 77,385
DORE 15 AR 3 P B 2 Weighted average domestic applicable tax rates 19.6% 22.0%
FHRMEFIEATEEZBETEHNE The change in weighted average domestic applicable tax
EFREBEARNABRABSENE - rates above is mainly caused by a change in mix of profits
ZEMBSHRANBUATRBETE » EHE earned in different group companies which are subject to
BAREAESAEE - different tax rates, while there were no significant changes in

the respective tax rates.

BE-_ZEZtLtHF+-A=+-HLF There were no share of income tax expense of associates
E BEELHEAARLABEHER and jointly controlled entities for the year ended 31 December
FEHRX (ZEZRF 329,000 7T) 2007 (2006: HK$329,000) included in the consolidated
Bt AGEEERNEMHELARH income statement as share of profit or loss of associates and

FAEHEEEANESE - jointly controlled entities.
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28 BREF 28 Earnings per share
(a) B (a) Basic
BREXBRANDREADARER The calculation of basic earnings per share is based on
B AEGZEER 290,259,000/ the consolidated profit attributable to equity holders of the
7T (ZEERXF © 260,600,000/ 7T) Company of approximately HK$290,259,000 (2006:
RERERTEBRMEFTIHEL HK$260,600,000) and on the weighted average number
1,254,676,00008 (= B =& K F of approximately 1,254,676,000 (2006: 1,007,671,000)

1,007,671,0000%) 5t & -

ordinary shares in issue during the year.

—ERLF ZEETRF

2007 2006
TRAREFE A Profit attributable to equity holders
&R (F%x) of the Company (HK$’000) 290,259 260,600
BRTEERN Weighted average number of ordinary
MEFEHH (FR) shares in issue ('000) 1,254,676 1,007,671
BRERRER (Bx) Basic earnings per share (HK$) 0.231 0.259
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28 BREF @
(b) #8 (b) Diluted

28 Earnings per share (Continued)

ERBERBANDIBRABRFAEALE
HEEYELBRMABRMETS
ERTEBRHEME - RER
BREFETFRTHROAKE -8R
BHBEYENEER - 227K
BERTBREFMIABENES
BEFLHFEUAEETEREZATVE
(DARTARHREBERHFIIH
B) WIBNRDEE - LHEAEE
BROBEEBRRITEBREMET

Diluted earnings per share is calculated adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of all dilutive potential ordinary
shares. Shares issuable under the share option schemes
are the only dilutive potential ordinary shares. A
calculation is made in order to determine the number of
shares that could have been acquired at fair value
(determined as the average market share price of the
Company’s shares in the relevant periods) based on the
monetary value of the subscription rights attached to

MROBEELLEER - outstanding share options. The number of shares
calculated as above is compared with the number of
shares that would have been issued assuming the
exercise of the share options.

—BELE Z—EERE
2007 2006
RATBREFEA Profit attributable to equity holders
&R (F% ) of the Company (HK$’000) 290,259 260,600
MEFHE 8T Weighted average number of ordinary
EBEBREE (FR) shares in issue ('000) 1,254,676 1,007,671
HEERE (T47) Adjustment for share options ('000) 19,815 15,835
BREFRR M MET S Weighted average number of ordinary
ZBEREE (FR) shares for diluted earnings per share ('000) 1,274,491 1,023,506

BREEER (BT Diluted earnings per share (HK$) 0.228 0.255
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29 RE 29 Dividends

“EELE CEZEEZRE
2007 2006
FET FET
HK$’000 HK$’000

BREAEBER+THERS Interim dividend paid of HK3.3 cents (2006: Nil)
3B (ZEEARE | &) per ordinary share 41,857 —

EREREBERRERKRE Proposed final dividend of HK3.5 cents

35 (ZEERE | &) (2006: Nil) per ordinary share 44,394 —
86,251 —
R-BENFE=ZA-F+AAETHER At a meeting held on 26 March 2008, the Directors proposed
b EEZFBREERRER S35 a final dividend of HK3.5 cents (2006: Nil) per share. The
(ZZ2RE  8) EERELENZ proposed dividends are not reflected as a dividend payable in
EUBEBRRLERVARSRE  HEE these financial statements, but will be reflected as an
FMAEBZ-_FEEN\E+-A=1+—H appropriation of retained earnings for the year ending 31

LEEENRERRAER - December 2008.




KEEEZERABRZAT  WinHanverky Holdings Limited

30 #EFBEE 30 Cash generated from operations

(a) EEFMBSHESHIR (a) Reconciliation of cash generated from operations

“RELE C—ZTERE

2007 2006
FET FET
HK$°000 HK$°000
BR F7 15 B4 B i A Profit before income tax 410,219 360,805
BTHSERE Adjustments for:
— BREEHE — Amortisation of intangible assets 11,473 30,298
— HELHR i — Amortisation of leasehold land
5 FARE g and land use right 832 643
— E - ERR — Depreciation of property,
RERE plant and equipment 64,284 44,224
— HENE KERSE — Loss/(gain) on disposal of property,
MER,/ (kz) plant and equipment 31 (7086)
— BUERREERRAAEM — Gain on derecognition of licence rights
HEREB W E and related licence fees payable (33,526) —
— A ENEEREED — Gain from a change in estimate of licence
FrE £ s fees payable (655) (9,227)
— RHME — Share-based compensation 7,330 10,853
— FERE — Impairment of inventories 907 1,295
— FERERMD — Reversal of inventory impairment (368) —
— FE WUIR TR B — Impairment of receivables 6,748 200
— FE R RORE B T — Reversal of receivable impairment (362) (2,433)
—BERA-FE — Finance income — net (18,802) (8,312)
— EEEE A RER — Share of profit of associates (2,647) (131)
— BEHEZEFHERER — Share of loss of jointly controlled entities 11,353 605
—EREE/ (&) FE — Exchange loss/(gain), net 8,870 (4,614)
EELESEY Changes in working capital:
— FEEmM — Increase in inventories (136,788)  (102,187)
— EWEZRAREWREEIEM — Increase in trade and bills receivable (233,318)  (133,068)
— R BEARER — Increase in deposits, prepayments and
H fth & W iR 3R 48 A other receivables (65,054) (4,052)
— ERBEEARERD — Decrease in amounts due to
related parties — (145,291)
— ENEZRAEEFZREEM - Increase in trade and bills payable 96,341 34,184
— B REREMEMIKEIZEM — Increase in accruals and other payables 63,128 22,771
— XNENEERES — Payment of licence fees payable (32,080) (40,092)

BERSRE Cash generated from operations 157,916 55,765
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30 ¥EFBHEE @ 30 Cash generated from operations (Continued)
(b) RREREXRD  HEWE - (b) In the cash flow statements, proceeds from disposal
BERREMERELE of property, plant and equipment comprise

—ERLF CZEETRF

2007 2006
FHT FHET
HK$’000 HK$’000

R EFE (FiEE7) Net book amount (Note 7) 2,137 917
HEWME - #aR (Loss)/ gain on disposal of property,

KRB (BE) s plant and equipment a0 706
HEME - Has Proceeds from disposal of property,

RFBFERBRE plant and equipment 2,106 1,623
(c) BB ARER (M) (c) Acquisition of additional interests in subsidiaries

(d) % (e) (Notes 9(c), (d) and (e))

“ERLF ZEER

2007 2006
FET FET
HK$’000 HK$°000
WELYREER Net assets attributable to minority
EBiEEEFE interest acquired 1,862 —
REBFBENDE Excess of consideration over the carrying
BRRERIREES value of the minority interests acquired
(Pft £ 22) (Note 22) (137) —

WEREURESHH Purchase consideration settled by cash 1,725 —
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30 ¥EMBHEE®W 30 Cash generated from operations (Continued)

(d) HEMBARER (M) (d) Disposal of interest in a subsidiary (Note 9(f))

“RELE C—ZTERE

2007 2006
FET FET
HK$°000 HK$000
FtELHRREREMNL Net assets attributable to minority
EEFE interest disposed 23,996 —
REBRFTLENTEEE Excess of consideration over the carrying value
REES S (HE22) of the minority interests disposed (Note 22) 134,116 —
158,112
U 55 S84 Satisfied by:
Be REERE) Cash, net of direct expenses 127,239 —
LPERRERMERE Minority interest’s entitlement to dividend forgone 30,873 —
158,112 —
(e) EXFEESLETH (e) Significant non-cash operating activities
FREZFRERFAMERIE The principal non-cash transaction during the year is
ERREERNSERE (RHES derecognition of licence rights and corresponding licence
ZEE) o fees payable discussed in Note 8.
31 JAREE 31 Contingent liabilities
RZEELEF+ZB=+—H £5£E As at 31 December 2007, the Group had no material

VWEEAIAREBE(ZEEARF  H) o contingent liabilities (2006: Nil).
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32 A — XKE 32 Commitments - Group
(a) EAREKIE (a) Capital commitments
REER  EFTHNERBENER Capital expenditure at the balance sheet date contracted
BXWT : but not yet provided for is as follows:
—EEtE Z—EBEXRE
2007 2006
FET FET
HK$°000 HK$’000
BTN EREEN Property, plant and equipment
M BERSZE Contracted but not provided for 37,000 26,343
R-ZBZELF+=A=+—-H K As at 31 December 2007, the Group had commitments to
SEAEODETHPERERZW inject additional capital into certain subsidiaries
MEBABEABIER  TELE established in Mainland China, totalling approximately
#7149,109,0008 T (ZEE X F . HK$149,109,000 (2006: HK$45,075,000).

45,075,000 7T) ©

(b) BEHERE (b) Operating lease commitments
FEERBE LU - BFERBOER The Group had future aggregate minimum lease
BAAHECEREZRRER payments under non-cancellable operating leases of
HeBBEOT office equipment and land and buildings, as follows:

“EELE CZEZEEZRE

2007 2006

FET FET

HK$°000 HK$’000

—FR Within one year 42,754 19,098
—5Z0fF Later than one year and not later than five years 98,056 32,585
LF# Later than five years 85,091 18,219

225,901 69,902
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BEKEH — XEEH

R-ZBZLE=ZF AEFURSNE
45,000,000 T WEZEBERARER
DEEM2E5NKE - HiE > AEERE
BREFARERADRANBARWE
HH50%EMETS%  MEEEE AR
ERARAREMBATHAAREHEE
WEAXEENHELR - BWBEZE
—ETLE+-ZA=+—-HI ' XEH
P i B8 2E 35 Fir 7= A B9 &5 4 104,681,000
BTREEES11,914,0008 T (FEHE
BEAREFEEER) - HEBR-F
E+E-R-B%4E AEEHE=Z
S+F+T-A=+T-HILEFENRREH
#3,357,501,0007%8 7t & I R E 15 & F B
284,583,000 T °

R-ZZLtFEMA AEEURE
51,547,000 T L BEHBANEXSE
BRABDMNDHEREBEEK - LEEREF
BEXERLVANLERENERTESE
BRMNERK BREEZ_ZZTLF T+
“A=t-Hi . REBRKEEEH
B4 KW E5H52,051,0008 T RARN B
3,012,000/ 7T  MIKBR-_ZBZLF—
B—B%4% AEEEBEZ_ZT+FT+
“A=+-BLEENWE®A
3,339,750,0005& T & & & FE 15 & Al B
291,012,000 7T °

33 Business combinations - Group

In March 2007, the Group acquired an additional 25% equity
interest in Win Sports Limited at a cash consideration of
HK$45,000,000. Thereafter, the Group’s equity interest in Win
Sports Limited and its subsidiaries was increased from 50%
to 75%, and Win Sports Limited and its subsidiaries have
been changed from jointly controlled entities to subsidiaries
of the Group. The acquired business contributed revenue of
HK$104,681,000 and net loss of HK$11,914,000 (excluding
the share of loss of jointly controlled entities) to the Group for
the period from acquisition to 31 December 2007. If the
acquisition had occurred on 1 January 2007, Group’s revenue
would have been HK$3,357,501,000 and profit attributable to
shareholders would have been HK$284,583,000 for the year
ended 31 December 2007.

In April 2007, the Group acquired the distribution and retail
business of Shanghai Huiteli Enterprise Company Limited
(the “Shanghai Huiteli Business”) at a consideration of
HK$51,547,000. Shanghai Huiteli Enterprise Company
Limited is engaged in distribution and retailing of sportswear
in Shanghai. The acquired business contributed revenue of
HK$52,051,000 and net profit of HK$3,012,000 to the Group
for the period from acquisition to 31 December 2007. If the
acquisition had occurred on 1 January 2007, Group’s revenue
would have been HK$3,339,750,000 and profit attributable to
shareholders would have been HK$291,012,000 for the year
ended 31 December 2007.
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WB.EKAH —AEB @ 33 Business combinations - Group (Continued)
FRBEEFEREENFEROT ! Details of net assets acquired and goodwill are as follows:
-}

BEE XERAEEX
BERAR BRAR
BRAR Shanghai

Win Sports Huiteli &t
Limited Business Total
FET FET FET
HK$’000 HK$000 HK$000
WERE : Purchase consideration:
RERE Cash consideration 45,000 51,547 96,547
FEHENBNEERS Direct expenses relating to the acquisitions 477 = 477
WERERE Total purchase consideration 45,477 51,547 97,024
m: HEZFHERERN Add: carrying value of interests in
IREE (FiEE11) jointly controlled entities (Note 11) 3,128 — 3,128
B TRBBFEEMNAFE  Less: fair value of net assets acquired (35,597) (28,552) (64,149)
(5= Goodwill 13,008 22,995 36,003
PERBWBERRPENZRREED The goodwill is attributable to the profitability and the
ko HEBXWIGRMERRB LM - synergies of the distribution business in Mainland China

expected to arise from the acquired businesses.
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BEKESH —FxEE @ 33 Business combinations - Group (Continued)
WEFEENEERERENT : The assets and liabilities arising from the acquisitions are as
follows:
L&

BE ZRANEX
EERm BRAR
BRAH Shanghai

Win Sports Huiteli &t
Limited Business Total
FET FET FET
HK$000 HK$000 HK$’000
B FEEE Net assets acquired
HEE Licence rights 3,726 — 3,726
EFEBEE Customer relationships = 2,005 2,005
M WERFZE Property, plant and equipment 4,562 — 4,562
BE Inventories 44,492 22,689 67,181
TS ES Trade and bills receivable 31,067 — 31,067
e BARER Deposits, prepayments and
H fth & IR 3R other receivables 8,194 3,858 12,052
RERIBITHEER Cash and bank balances 36,689 — 36,689
BNESIERRZE Trade and bills payable (52,143) — (52,143)
FE 5t iR 7% % EL 4t FE A5 1R X Accruals and other payables (13,685) — (13,685)
BHSRITER Short-term bank loans (8,545) — (8,545)
BNEERE Licence fees payable (6,894) — (6,894)
47,463 28,552 76,015
B OERERER Less: minority interest (11,866) — (11,866)
B EEEC A FE Fair values of net assets acquired 35,597 28,552 64,149
WENREALE Total purchase consideration 45,477 51,547 97,024
FBERBEARNRER Cash and cash equivalents
REZEEY in subsidiaries acquired (36,689) — (36,689)
HEEZEWIRRGEE Settled by offsetting with
trade receivable — (32,468) (32,468)
BARE (EEETIIRERR Consideration payable (included in
H 1 FE 13 1R ) accruals and other payables) — (762) (762)
WEEBESARH Cash outflow on acquisition 8,788 18,317 27,105
BRTREBSHITERNELERREF Except for the licence rights and customer relationships
BMEN RBEENEERBENK arising from business combinations, the carrying amounts of
HEHEEAFEREE - the assets and liabilities of the acquired businesses

approximate their fair values.
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M BEBIRS 34 Related party transactions
E-FERIEEIBEENS —F% Parties are considered to be related if one party has the
HE-FHNUEREERAREEATE ability, directly or indirectly, to control the other party or
H URZHEEFRERLBEAFE exercise significant influence over the other party in making
o ARABEHE - financial and operating decisions. Parties are also considered

to be related if they are subject to common control or
common significant influence.

BRRAMEREHBRRPABES D Apart from those disclosed elsewhere in these consolidated
FEBHEEARSFBETUTEIERS ¢ financial statements, the following significant transactions

were carried out with related parties:

(a) SHEEm (a) Sales of goods
—EELFE CZEERE
2007 2006
FET FET
HK$°000 HK$°000
MEARDERR — Minority shareholder of a subsidiary —
Umbro International Limited Umbro International Limited 57,702 50,846
FEBHEZFHER — Jointly controlled entities of the Group —
EMNEERERRERLR* Guangzhou Win Sports Limited* 6,579 4,621
BELBRA A Sport Corners Limited* 1,160 6,919
FERERAmARAR* Win Sports Limited* — 730
65,441 63,116
ERREFHENERLEE - Goods are sold at prices mutually agreed by both parties.
* MEZELRHEEERTARERLAEE *  Sales of goods to these companies were included for the period

HAEEHERNBER - when they were jointly controlled entities of the Group.
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34 BBARS @ 34 Related party transactions (Continued)
(b) BEER (b) Purchases of goods
—EELE CZEZBERE
2007 2006
FET FET
HK$’000 HK$’000
MEBLRLERE— Minority shareholder of a subsidiary —
Umbro International Limited Umbro International Limited 1,469 —
KREBBE AT - Associate of the Group —
Fu Jin Bowker Fu Jin Bowker
Company Limited Company Limited 180,123 126,656
181,592 126,656
EmREFHENEREE - Goods are purchased at prices mutually agreed by both
parties.
(c) BERBREL#E (c) Purchases of services and royalty
“EELFE ZEBERE
2007 2006
FET FET
HK$°000 HK$000
BB R Purchases of services
MEBLRLERE— Minority shareholder of a subsidiary —
Umbro International Limited Umbro International Limited 1,790 1,191
FEBNHAREZEHER - Jointly controlled entities of the Group —
FEREAREBRAT Win Sports Limited — 848
Gdalee International Inc. Gadlee International Inc. 5,619 6,075
REBBE AT - Associate of the Group —
EEEZREAEE Fu Hsun Bowker Dyeing Factory (Heyuan)
CUR) BIRA & Company Limited — 30
7,409 8,144
B/ ERNEEE Royalty paid/payable
MEBLARDERE - Minority shareholder of a subsidiary —
Umbro International Limited Umbro International Limited 53,561 —
BERBEIZAREIFGENERDE Purchases of services primarily relate to commission paid
BAETFUZIAHNAES - to related parties on the basis mutually agreed by both

parties.
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(d) &, BEERRBREFEE

34 Related party transactions (Continued)

(d) Year-end balances arising from sales/purchases of

ZERER goods and services
“EZLFE CZEBERE
2007 2006
FET FET
HK$’000 HK$°000
P Wt B B 5 K IE Receivables from related parties
(BEFEERE SR (included in trade receivables):
MEARLERRESR Minority shareholder of a subsidiary —
Umbro International Limited Umbro International Limited 8,556 1,855
FEBHEZFHER — Jointly controlled entities of the Group —
ENZERERAREBRAF Guangzhou Win Sports Limited — 5,622
EBHLERAA Sport Corners Limited — 4,647
EERAARERAR Win Sports Limited — 59
AEEBE QAT — Associate of the Group —
Fu Jin Bowker Fu Jin Bowker
Company Limited Company Limited — 18
8,556 12,201
FE 1 B8 B 75 FXOR Payables to related parties
(BEEENEZ RN (included in trade payables):
MEARDERER - Minority shareholder of a subsidiary —
Umbro International Limited Umbro International Limited 781 455
FEBHEEZFHER - Jointly controlled entity of the Group —
ZEBAARERAT Win Sports Limited = 882
REBEHE QAT - Associate of the Group —
Fu Jin Bowker Company Fu Jin Bowker Company
Limited Limited 28,832 18,873
29,613 20,210
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34 BBARS @ 34 Related party transactions (Continued)
(d) HE BEERKREFEL (d) Year-end balances arising from sales/purchases of
ZERER goods and services

—2RtE Z—TIRE
2007 2006
FERT FEx
HK$°000 HK$’000

e BR 5 RIE Payable to a related party
(BRESTRAREMEMNIER) (included in accruals and other payables):

MEARDERR— Minority shareholder of a subsidiary —

Umbro International Limited Umbro International Limited 22,615 —

e BR 5 RIE Payable to a related party

(BEENEEER) (included in licence fees payable):

MEBLARLERR— Minority shareholder of a subsidiary —

Umbro International Limited Umbro International Limited —_ 190,014
FEREABKIARER-—RES All amounts are unsecured and payable within normal
FEEHAZM - trade credit terms.

(e) EfKIEB L ARE (e) Amounts due to subsidiaries
EAMBARRENAEEREF & Amounts due to subsidiaries are unsecured, interest-free
EREREHGEE - and are due on demand.

(f) TEEEAEMS () Key management compensation

—EELFE CZETRE
2007 2006
FET FET
HK$’000 HK$°000

e BARZEE Salaries, bonus and allowances 14,934 15,199

BIREFN — RE Retirement benefits — defined

T 2 contribution schemes 96 114

R Share options granted 7,003 9,652

22,033 24,965
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35 RAERAF 35 Ultimate holding company

XA T ZEE4E Quinta Asia Limited (&
REBELHEEAMRALNLT) BREA
BRAF

36 FEBEREHE

R-IBBLFFT A=+ -RAERED
EXSHBEAT

R-ZBZELE+-F AEBEFTLRE
PEBEREHRERAR (—RNPEGF
MERZWNEZELE) HN100%EE R
ETRKREBNERETHSR  HetEE
KB # A 10,200,000 T (HE R K
1,300,000% ) » #EBBE-ZEN
E+_A=+-HLFEELBERER
REMRDB RN ELNWRBEEF
BERAE - L EEREHTRERLAAR
FEERETEREREBRERK
LEREE - AEEEHR-_ZZTNF
TREZEWE TEEFELERRE
ANERLDARMUBEBENEE - &
B REEEREANEFEE (WE)
MAFE Bt ZEEARBEREE
BEAHENSBEL R -

The Company’s directors regard Quinta Asia Limited, a
company incorporated in the British Virgins Islands, as being
the ultimate holding company.

36 Subsequent event

The following significant event has taken place subsequent to
31 December 2007:

In December 2007, the Group entered into conditional
agreements to acquire 100% interest in Union Garment
Company Limited, a wholly foreign owned enterprise
incorporated in Mainland China, and certain garment
business, at an estimated cash consideration of
approximately HK$10.2 million (equivalent of approximately
US$1.3 million), which is to be adjusted based on the total
after-tax profits of Union Garment Limited and the acquired
business for the year ending 31 December 2008. Union
Garment Limited and the acquired business are engaged in
manufacturing and trading of garments in Mainland China
and Hong Kong. The Group expects to complete these
acquisitions in 2008, and is in the process of assessing the
fair values of assets, liabilities, contingent liabilities and
identified intangible assets, if any, of Union Garment Limited
and the acquired garment business and it is impracticable to
disclose their respective amounts together with the goodwill

so arising at the current stage.
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EAFHT  RXBZHEMEN  UTAF
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S ARAEEE

[AnE] XEEEERERLT -
R-ZBEERE+=ZA+=
REMEHEFMR LY
SHREBRAT

(BEEAL rHRAFEESE

= ARAEE

(B BN B 88

[MARE ] El BEEE -HEE
HEBREHERM %%
REeENEZRBECRE
RBEEERGERERE
% A

PG HE B BBRAE
it &

[R&EE] ERFREWB AT

(%7 EREEEMET

(&% REHEEBESTHE

[Em BB ARAAROBEBREERE
BENEH == RE
hWEARBE®=

[EmRA ERBEXRGHMERAT

EHLEmRA

In this annual report, unless the context states otherwise, the

following expression have the following meanings:

“Board”

“Company”

“Connected Perosn”

“Director(s)”
“EU”

“Four Soccer Teams”

“Greater China”

“Group” or “we” or

“our” or “us”

“HK$”

“Hong Kong”

“Listing Date”

“Listing Rules”

the board of Directors of the Company

Win Hanverky Holdings Limited, an
exempted company incorporated in the
Cayman Islands with limited liability on
13 December 2005

has the meaning ascribed to it under
the Listing Rule

the director(s) of the Company
the European Union

Manchester United Football Club,
Barcelona Football Club, Juventus
Football Club and Paris Saint-Germain
Football Club, which logos and
trademarks are licensed to Win Sports,
pursuant to the Soccer Team Licence
Agreement.

the PRC, Macau, Hong Kong and
Taiwan region

the Company and its subsidiaries

Hong Kong dollars, the lawful currency
of Hong Kong

the Hong Kong Special Administrative
Region in the PRC

the date of commencement of dealings
in our Shares on the Main Board, which
is on Wednesday, 6 September 2006

the Rules Governing the Listing of
Securities on The Stock Exchange of

Hong Kong Limited
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[NYLJ

[OEM]

[ EE]

[BERARER
Al B IR R
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[ B AR

(AR

M

R=R

[BREEE#
ES

P, 3 g6 3T PR £ S AR A B B
XEENRETS (T8
BHEDS)  REEBEXR
P 81 5% 42 [2] B B BB % A
g (ELHEB  ERFAEE
B4 32 P R ZEAR)

New York Laundry#J f h&
=g

FRELEBNER B
TEESIAEMEERR
BUREARRNERER
B oNEREBHEE=S
BE

BRRMD2.28BTHNRER

RADXE LHABA
SEETEER-£EB
REmiERE

REARANE T
5B BAMREE

FEEEEBARE

AABAREAPEREE
0.1078 7t 49 % 153

ARARR

EEHEBYE=HToy
Island Manufacturing
Company Limited® =&
TEHEEMA-TNBITX
MELRHRE HEEB
EXHERSHE  EE-
BE RERBEEXRAD
ABERENEDRKE
#*

“Main Board”

“NYL”

“OEM”

“Offer Price”

“Pre-IPO Share
Option”

“PRC” or
“Mainland China”

“RMB”

“Share(s)”

“Shareholders”

“Soccer Team Licence

Agreement

the stock market operated by the Stock
Exchange prior to the establishment of
the Growth Enterprise Market of the
Stock Exchange (excluding the options
market) and which stock market
continues to be operated by the Stock
Exchange in parallel with the Growth
of the Stock
Exchange (for avoidance of doubt, the

Enterprise Market

Main Board excludes the Growth
Enterprise Market of the Stock

Exchange)

a brand named New York Laundry

acronym for original equipment
that

manufactures or purchases from other

manufacturer, a business
manufacturers and possibly modifies
goods or equipment for branding and
resale by others

the offer price of HK$2.28 per share

the options granted by the Company to
certain employees and a consultant of
the Group prior to the listing of the
Company

the People’s Republic of China, excluding
Hong Kong, Macau and Taiwan

Renminbi, the lawful currency of the
PRC

the share(s) of HK$0.10 each in the
share capital of the Company

shareholders of the Company

the licence agreement entered into
between Win Sports and Toy Island
Manufacturing Company Limited, an
independent third party, on 28 April
2005, in respect of the distribution,
advertising, marketing, promotion and
the sale of sportswear and accessories
under the brand names of the Four
Soccer Teams in the Greater China
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[BREE m

(B3 R

[T&S BVI]

[TSG BVI]

[RESE]

[Umbro&E |

[Umbro
D E

BRERBEERBERT
EERENRADNAR
EmENEEEDRRE
fF

EBEBMEXREZMERD
B RERBREREER
BERLABNZENRBE QT

Team & Sports (BVI)
Limited » A2 B KB 5
2EMBAF

REFTAERAT  R=
EERE+ZA=1+—H
AARDEIBEEBT5%ER
WHEAE  HERR=
ETLERARDRAEE
60%ERMNKHEB AR °

TSG (BVI) Limited * RIE
ZEHSHEMRLK AR

TSGBVIREKE Q&

Umbro plc » R e 3 & %
RefLtmmag RE
MEBAR HKELARE
AESHBLARELE R
AEHH AT

Umbro International

Limited (Umbrof B K &
F-XME QT HT&S
HKRZ=ZZZtFZANHA
FTYMDHEEE  BRAH
ERAHPEHER D H
Umbrof @ R £ Umbrof
B8 A UmbroZ @Mzl X
fUmbro= & % &

“Soccer Team
Products”

“Stock Exchange”

“T&S BVI”

“T&S HK”

“TSG BVI”

“TSG Group”

“Umbro Group”

“Umbro Distributor
Agreement”

a selection of sportswear and
accessories bearing the brands of the
Four Soccer Teams licensed to Win
Sports pursuant to the Soccer Team

License Agreement

the Stock Exchange of Hong Kong
Limited, a wholly-owned subsidiary of
Hong Kong Exchanges and Clearing
Limited

Team & Sports (BVI) Limited, being an
indirect wholly-owned subsidiary of our
Company

Team & Sports Limited, being an
indirect 75% owned subsidiary of our
Company as at 31 December 2006
which subsequently became a 60%-
owned subsidiary of the Company in
2007

TSG (BVI) Limited,
incorporated in the BVI

a company

TSG BVI and its subsidiaries

Umbro plc, a company listed on the
Stock Exchange of London, and its
subsidiaries, associates and entities or
companies controlled by it or its
subsidiaries or its associates

the distributor agreement dated 8
February 2007 and entered between
Umbro International Limited, one of the
members of the Umbro Group, and T&S
HK in respect of the sale and
distribution of Umbro Products in the
Greater China and purchases of Umbro

Products from the Umbro Group,
superseding
Agreement

the Umbro Licence
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[Umbro
HEERHE]

[Umbro& &

[RE&E]

KEHTEHUmbroE B
& Umbro Licensing
LimitedA=ZZ—-F 1A
“TMHTINEE R
FOUETERBEBHE
% 288 UmbroE @

BEUmbron G EHE A
Umbrofm i8N &£ B 7 85
MiECEBRREMAR

EFEBERE

EEREARAERARE
AXDALREHERE
BEz-Z22AE+ZH=
T—-—BAKDAETSG
BVI% B M # # & 50%#
B HEBER-_ZTLEH
B T8 75% R 1Y
B2

REREWEBLR

“Umbro Licence
Agreement”

“Umbro Products”

“Us’

“Win Sports”

“Win Sports Group”

the licence agreement entered into
between T&S HK and Umbro Licensing
Limited, a member of the Umbro Group,
on 24 May 2001 in respect of the sale
and distribution of Umbro Products in
the PRC and Hong Kong

a selected range of sportswear and
other products bearing the Umbro brand
and distributed by us pursuant to the
Umbro Distributor Agreement

the United States of America

Win Sports Limited, a jointly controlled
company of our Company and indirectly
owned as to 50% by our Company and
50% by TSG BVI as at 31 December
2006 which subsequently became a
75%-owned subsidiary of the Company
in 2007

Win Sports and its subsidiaries
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