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Continental Holdings Limited (the “Company”) is an
investment holding company. The principal activities of
its subsidiaries (the Company and the subsidiaries are
hereinafter referred to as the “Group”) are the designing,
manufacturing, marketing and trading of fine jewellery
and diamonds. Also, the Group maintains an investment
portfolio including property investment & development and
other industries.

On the manufacturing side, Continental Jewellery (Mfg)
Limited, the Group’s wholly-owned subsidiary, mainly
engages in the product development, manufacture
and marketing of fine jewellery primarily for export
and is regarded as one of the leaders in fine jewellery
manufacturing. A substantial share of our jewellery products
is currently directed at the middle to-upper segments of the
market. We specialize in manufacturing fine jewellery in
precious metal set with diamond, ruby, emerald, sapphire,
pearl and other semiprecious stones.

The Group has production plants in Hong Kong and China.
The Group has full capabilities in jewellery design, direct
stone sourcing, stone cutting, lapidary, alloying and gold
refining. The management of the Group is known for its
commitment to quality, and its finished products are visible
testaments to that commitment.

The Group has fully-integrated diamond cutting and
polishing facilities in China. With around 1,000 skilled
workers, our facilities are best known for their quality and
ability to handle diamond cutting works on a wide range of
products.
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Chan Sing Chuk, Charles, Ph.D, JP

Group Chairman

| am pleased to present the annual report of Continental
Holdings Limited (“the Company”) and its subsidiaries (“the
Group”) for the financial year ended 30 June 2008.

BUSINESS REVIEW

During the fiscal year 2008, the Group has achieved a
turnover of HK$1.498 billion (2007: HK$1.632 billion). Profit
attributable to equity holders of the Company was HK$83
million (2007: HK$114 million) and earnings per share was
HK29.8 cents (2007: HK41.0 cents).

It was a challenging year for the Group in 2008. The results
of jewellery and diamond trading were affected by the
sub-prime mortgage crisis as well as the downturn of U.S.
economy. The high volatility of the gold price, appreciation
of Renminbi, global inflation and high production costs in
China added pressure to our overall performance. However,
with our solid foundation and extensive distribution
network, we continue to focus our resources in developing
new markets and will remain vigilant about maximizing our
operational efficiency and controlling our production costs.
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Rental income from properties, with a close to full
occupancy, provides a steady income stream to the Group.
In the future, the Group will continue to identify potential
opportunities both locally and overseas.

BUSINESS OUTLOOK

Looking ahead, we remain cautious as we foresee the
business environment is still clouded with uncertainties on
the global markets particularly the U.S. economy. Facing
with these market conditions, the Group will continue to
utilize its core competencies in jewellery and diamonds
segments, while keeping an outlook for future investment
opportunities. Subsequent to the year end, the Group has
acquired a site situated in a prime commercial area in Central
district for development. In the long term, the Group holds
a cautious yet optimistic view towards its future business
development.

LIQUIDITY, FINANCIAL RESOURCES AND GEARING

As of 30 June 2008, the Group had a moderate gearing
ratio of 0.28 (2007: 0.26), which is net debt divided by total
equity plus net debt. Net debt is calculated as the sum of
bank and other borrowings less the sum of time deposits
and cash and bank balances. Total cash and bank balances
were HK$128,868,000 (2007: HK$102,281,000) which
were mainly denominated in Hong Kong Dollars, US Dollars
and UK Pounds, while bank loans and overdrafts were
HK$463,279,000 (2007: HK$358,779,000) which were
mainly denominated in Hong Kong Dollars. The movement
represents new bank loans borrowed by the Group to
repay amount due to a related party. These bank loans and
overdrafts are secured by first legal charges over the Group’s
investment properties, certain leasehold land and buildings,
assignment of rental income of certain investment properties
and corporate guarantees executed by the Company.
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In line with the Group’s prudent financial management, the
directors considered that the Group has sufficient working
capital to meet its operational requirements.

PLEDGE OF ASSETS

As of 30 June 2008, the Group’s investment properties,
certain leasehold land and buildings with an aggregate
net book/carrying value of HK$776,972,000 (2007:
HK$785,086,000) were pledged to certain banks to secure
general banking facilities granted to the Group.

CAPITAL STRUCTURE

All the Group’s borrowings are denominated in local Hong
Kong Dollars and PRC Renminbi. Interest is determined on
the basis of Hong Kong inter-bank offering rates or Prime
Rate and PRC Renminbi fixed rate. There was no change
to the Group’s capital structure during the year ended 30
June 2008. In the light of the current financial position
of the Company and provided there is no unforeseeable
circumstance, the management does not anticipate the need
to change the capital structure.

NUMBER OF EMPLOYEES, REMUNERATION
POLICIES AND SHARE OPTION SCHEMES

The Group employs a total of approximately 2,100
employees with the majority in the PRC. The Group
remunerates its employees largely based on the industrial
practice. There is no share option scheme being adopted by
the Company.
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EXPOSURE TO FINANCIAL RISK AND RELATED
HEDGES

The Group utilises conservative strategies on its risk
management and the market risk is kept to minimum. With
the exception of the UK subsidiaries, all transactions and the
borrowings of the Group are primarily denominated mainly
in US Dollars and Hong Kong Dollars respectively. The risk
of foreign exchange fluctuations is minimal under the peg.
The Group's cashflow and interest rate risks were managed
by means of derivative financial intruments such as interest
rate swaps, to ensure short to medium term liquidity. During
the year, the interest rate swap contracts entered by the
Group matured and thereafter, the Group did not use any
other derivative financial instrument for hedging purposes.
As of 30 June 2008, there was no hedging instrument
outstanding.

ACKNOWLEDGEMENT

On behalf of the Board, | would like to express my sincere
gratitude to the Group’s management and staff member
for their dedication and hard work, our customers for
their confidence and support for our products, and our
shareholders for their trust and support.

On behalf of the Board
Chan Sing Chuk, Charles
Chairman

Hong Kong, 13 October 2008
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Biographical details of the Directors and senior management
of the Group are set out as follows:

EXECUTIVE DIRECTORS

Dr. Chan Sing Chuk, Charles, Ph.D., J.P., is the Chairman
and founder of the Group. Dr. Chan is an executive
Director of the Company and holds directorship in various
subsidiaries of the Company. He is responsible for strategic
planning, corporate development and investment of the
Group. Dr. Chan has over 50 years of experience in the
jewellery industry. He is currently the President of the
Hong Kong Jewellery & Jade Manufacturers Association;
Executive Committee Member of the Diamond Federation
of Hong Kong, China Ltd.; as well as a member of other
trade associations. In community, charitable and political
involvements, Dr. Chan is the Permanent Honorary Director
of Friends of Hong Kong Association Ltd., and Member of
The Association of Chairmen of The Tung Wah Group of
Hospitals. Dr. Chan was appointed a committee member of
the City of Jiangmen Chinese People’s Political Consultative
Conference since 2003; and the Executive Vice President
of Jiangmen Overseas Chinese Enterprise Federation since
2006.

Ms. Cheng Siu Yin, Shirley, has been with the Group for
over 35 years and is responsible for marketing and corporate
policy development of the Group. She has over 35 years’
experience in jewellery design, product development,
production and marketing of the Group’s export business.
Ms. Cheng is the wife of Dr. Chan Sing Chuk, Charles.

Ms. Chan Wai Kei, Vicki, joined the Group in 1995.
She is responsible for retail operation and the business
administration functions in the Group. Ms. Chan graduated
from University of California, Berkeley with a Bachelor of Arts
degree in Economics. Ms. Chan is a Graduate Gemologist of
the Gemological Institute of America. She is the daughter of
Dr. Chan Sing Chuk, Charles.
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Mr. Chan Wai Lap, Victor, joined the Group in 2000. He
is responsible for all sales and marketing activities as well
as business development and investments of the Group.
Mr. Chan graduated from Babson College in Boston,
Massachusetts with a Bachelor of Science double-degree
in Entrepreneurial Studies and Finance. He has worked in
both banking and manufacturing industry prior to joining
the Group. Mr. Chan is currently a Board Member of
Entrepreneurs’ Organization Hong Kong, and a Committee
Member of The Hong Kong Jewellery & Jade Manufacturers
Association. He is also the Founding Chairman of the Youth
Chapter of the Hong Kong Young Industrialists Council. Mr.
Chan is the son of Dr. Chan Sing Chuk, Charles.

NON-EXECUTIVE DIRECTOR

Mr. Chu Wai Kok, was appointed as an independent non-
executive director on 31 May 1999 and was re-designated
as non-executive director on 15 October 2004. Mr. Chu is
currently practising as a Certified Public Accountant in Hong
Kong and a fellow member of the Hong Kong Institute of
Certified Public Accountants. Mr. Chu has over 30 years’
working experience in accounting and auditing sectors and
is now a partner of a leading accounting firm in Hong Kong.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Wong Kai Cheong, was appointed as an independent
non-executive director on 30 September 2004 and on
15 October 2004 became the chairman of the Audit
Committee. Mr. Wong is an associate member of the Hong
Kong Institute of Certified Public Accountants and the
Institute of Chartered Accountants in England & Wales. Mr.
Wong is currently practising as a Certified Public Accountant
in Hong Kong. Mr. Wong is also an independent non-
executive director of several Hong Kong listed companies.
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Mr. Yu Shiu Tin, Paul, B.B.S., M.B.E., J.P. was appointed as
an independent non-executive director on 25 April 2005. Mr.
Yu is a businessman who has been actively engaged in the
construction business both in the public and private sectors
in Hong Kong for the last 30 years. He is a fellow member
of the Hong Kong Institute of Construction Managers. Other
than his working experience in managing a construction
company, he is also actively involved in the community
services for the community of Hong Kong and several
advisory bodies of Hong Kong Government for over 27 years
and subsequently awarded as an unofficial Justice of the
Peace by the Hong Kong Government in the year 1989.

Mr. Chan Ping Kuen, Derek, was appointed as an
independent non-executive director on 7 March 2008. Mr.
Chan has more than 30 years’ experience in logistics industry
and possess extensive experience in distribution. Mr. Chan
was a founder and director of various logistic companies. Mr.
Chan is a director of a private company engaging in logistics
and forwarding.

Mr. Sze, Irons, was appointed as an independent non-
executive director on 2 October 2008. Mr. Sze graduated
with a Bachelor’s degree in Science from University of
Wisconsin, United States in 1985. Mr. Sze has extensive
experience in investment and corporate management and is
currently the chief executive officer and managing director
of a private company, Hang Tung Resources Holding Limited,
and holds directorship in various private companies. Mr.
Sze is an executive member of the Beijing Committee of the
Chinese People’s Political Consultative Conference. He is also
the vice-chairman of Hunan Province Youth Federation and
the vice president of the Chinese Manufacturers’ Association
of Hong Kong. He is also a member of the Council and
Court of Lingnan University (2008 to 2011) and elected as a
member of Election Committee of the Chief Executive of the
Hong Kong Special Administrative Region (2007 to 2012).
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SENIOR MANAGEMENT

Mr. Lee Yuk Keung, John, joined in 1976, is the Operation
Controller of Continental Jewellery (Mfg) Limited. Mr. Lee
has over 20 years of experience in managing jewellery
factories. He has extensive knowledge in all production
aspects as well as in stone sourcing. Currently, he oversees
the daily operations of the jewellery factories in China.

Mr. Choi Wing Cheong, Eric, joined in 1987, is the
Administrative Controller of Continental Jewellery (Mfg)
Limited. He has over 20 years of experience in application
system implementation and supply chain management in the
jewellery industry. Currently, he oversees the daily operation
and human resources of the Group.

Mr. Ko Chi Ming, joined the Group in October 2005
as finance manager and was appointed as Qualified
Accountant of the Company with effect from 26 March
2007 pursuant to Rule 3.24 of the Listing Rules. Mr.
Ko obtained both his Bachelor and Master’s degrees in
Accounting from Monash University in Australia and a
Postgraduate diploma in Corporate Administration from The
Hong Kong Polytechnic University. He is a fellow member
of the Hong Kong Institute of Certified Public Accountants,
certified practising accountant of CPA Australia and
an associate member of both the Hong Kong Institute
of Chartered Secretaries and the Institute of Chartered
Secretaries and Administrators in UK. He is also an associate
member of the Taxation Institute of Hong Kong. He has
over 16 years of professional and commercial experience in
accounting, auditing, taxation and finance.

During the financial year, most of the Group’s management
and administrative services were provided by the executive
directors of the Company and its subsidiaries as mentioned
above, and except for the above, no employees of the Group
who are not directors of the Company or its subsidiaries are
regarded as part of the senior management.
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The Company is committed to maintaining a high standard
of corporate governance practices. The Board considers
shareholders can maximise their benefits from good
corporate governance.

The Company has complied with all the code provisions set
out in Appendix 14 Code on Corporate Governance Practices
(the “Code") of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) throughout the accounting year ended 30 June
2008, except for the deviations from Code Provisions A.2.1
and A.4.1 which are explained in the following relevant
paragraphs.

CORPORATE GOVERNANCE PRINCIPLES AND THE
COMPANY’S PRACTICES

A.1. Board of Directors

An issuer should be headed by an effective board which
should assume responsibility for leadership and control of
the issuer and be collectively responsible for promoting the
success of the issuer by directing and supervising the issuer’s
affairs. Directors should take decisions objectively in the
interests of the issuer.
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Regular Board meetings are held at approximately quarterly
intervals. In addition, special Board meetings will be held

BT - BE_ZTTENFHA=TH when necessary. Attendance of individual Directors at Board
YV BRFEEEgexRPRENIES meetings and other board committee meetings during
ZHBIEROT financial year ended 30 June 2008 are as follows:
SRLEBITRY
Meetings Attended / Held
ENEEE FMZzEES
EZgeR =f =L
Meetings of
Board Meetings of Remuneration
) Director Meeting  Audit Committee Committee
HITEE Executive Directors
BREEEL - K4 Dr. Chan Sing Chuk, Charles J.P. 6/7 - -
/Nt Ms Cheng Siu Yin, Shirley 6/7 - il
REHZL Ms Chan Wai Kei, Vicki 6/7 - -
BRIEN & Mr Chan Wai Lap, Victor 6/7 - -
FHITEE Non-executive Directors
KEB%AE Mr Chu Wai Kok 5/7 22 -
GRS Mr Leung Hai Ming, Raymond** 6/7 212 il
BUHHTEE Independent Non-executive Directors
BHESRE Mr Wong Kai Cheong 6/7 212 -
REEKRSAE © B.B.S., MB.E. MrYu ShiuTin, Paul, B.B.S.,, M.B.E. J.P. 6/7 212 11
At
BRI ST A Mr Chan Ping Kuen, Derek* 1/1 1/1 -
* BRMELEETR_ZEENF=A+tH *  Mr Chan Ping Kuen, Derek, was appointed as Independent Non-
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executive Director and member of Audit Committee on 7 March
2008 and therefore, has not attended the meetings which were
held prior to 7 March 2008.

** Mr Leung Hai Ming, Raymond has redesignated from Independent
Non-executive Director and ceased to be member of Remuneration
Committee with effect from 28 December 2007, and subsequently
resigned on 10 October 2008.
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Directors are consulted to include matters in the agenda for
regular Board meetings.

Dates of regular Board meetings are scheduled at least
14 days in advance to provide sufficient notice to give all
Directors an opportunity to attend. For all other Board
meetings, reasonable notice will be given.

Directors have access to the advice and services of the
Company Secretary to ensure that Board procedures, and all
applicable rules and regulations, are followed.

Minutes of the Board, the Audit Committee and the
Remuneration Committee are duly kept and such minutes
are open for inspection at any reasonable time on reasonable
notice by any Director.

Minutes of the Board and Board Committees have recorded
in sufficient detail the matters considered by the Board and
the Board Committees, decisions reached, including any
concerns raised by Directors or dissenting views expressed.
Draft and final versions of minutes of the Board are sent to
all Directors for their comment and records respectively.

Should Directors need independent professional advice, the
Board will appoint professional advisors to render the advice.
The costs associated with such professional services will be
borne by the Company.

According to the current Board practice, any material
transaction, which involves a conflict of interest for a
substantial shareholder or a Director, will be considered and
dealt with by the Board at a duly convened Board meeting.
Independent Non-executive Directors who have no material
interest in the transaction will be presented at such board
meeting.
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A.2. Chairman and Chief Executive Officer

There are two key aspects of the management of every
issuer — the management of the board and the day-to-day
management of the issuer’s business. There should be a
clear division of these responsibilities at the board level to
ensure a balance of power and authority, so that power is
not concentrated in any one individual.

Code Provision A.2.1. provides that the roles of chairman
and chief executive officer should be separate and should
not be performed by the same individual.

Dr. Chan Sing Chuk, Charles is the Chairman of the
Company. Dr. Chan oversees the direction of the Group and
also provides leadership for the Board. He ensures that the
Board works effectively and discharges its responsibilities,
and that all key and appropriate issues are discussed by the
Board in a timely manner. Dr. Chan is also responsible to
ensure that all Directors are properly briefed on issues arising
at Board meetings and that all Directors receive adequate
information, which must be complete and reliable, in a
timely manner. Dr. Chan is the husband of Ms Cheng Siu Yin,
Shirley.

Ms. Cheng Siu Yin, Shirley is the Managing Director of the
Company. She is responsible for day-to-day management
and the marketing activities of the Group. Ms Cheng is the
wife of Dr. Chan Sing Chuk, Charles.

Although the Company does not have a post of chief
executive officer, the Board considers that there is adequate
segregation of duties within the Board to ensure a balance
of power and authority.
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A.3. Board Composition

The Board should have a balance of skills and experience
appropriate for the requirements of the business of
the issuer. The board should ensure that changes to its
composition can be managed without undue disruption. The
board should include a balanced composition of executive
and non-executive directors (including independent non-
executive directors) so that there is a strong independent
element on the board, which can effectively exercise
independent judgment. Non-executive directors should be of
sufficient caliber and number for their views to carry weight.

As at 30 June 2008, the Board comprises four Executive
Directors, namely Dr. Chan Sing Chuk Charles, Ms. Cheng
Siu Yin Shirley, Ms. Chan Wai Kei Vicki and Mr. Chan
Wai Lap Victor; two Non-executive Directors, namely, Mr
Chu Wai Kok, Mr Leung Hai Ming, Raymond and three
Independent Non-executive Directors, namely Mr. Wong Kai
Cheong, Mr. Yu Shiu Tin Paul and Mr. Chan Ping Kuen,
Derek. All Directors are expressly identified by categories of
Executive Directors, Non-executive Director and Independent
Non-executive Directors, in all corporate communications
that disclose the names of Directors of the Company.

Dr. Chan is the husband of Ms. Cheng Siu Yin, Shirley and
Ms. Chan Wai Kei Vicki and Mr. Chan Wai Lap Victor is the
daughter and son, respectively, of Dr. Chan and Ms. Cheng.
Ms. Chan Wai Kei Vicki is sister of Mr. Chan Wai Lap Victor.

Biographies which include relationships of Directors are
set out in pages 13 to 15 of the annual report, which
demonstrate a diversity of skills, expertise, experience and
gualifications among members of the Board.
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A.4. Appointment, Re-election and Removal

There should be a formal, considered and transparent
procedure for the appointment of new directors to the
board. There should be plans in place for orderly succession
for appointments to the board. All directors should be
subject to re-election at regular intervals. An issuer must
explain the reasons for the resignation or removal of any
director.

Code Provision A.4.1.provides that non-executive directors
should be appointed for a specific term, subject to re-
election.

Non-executive Director and Independent Non-executive
Directors of the Company do not have a specific term of
appointment but are subject to retirement by rotation and
re-election in accordance with articles 115(A) and 115(D)
of the articles of association of the Company. The Board
considers that the deviation from Code Provision A.4.1.
is not material as Non-executive Directors are subject to
retirement by rotation and re-election in view of the small
number of total directors of the Company, the Directors will
consider to adopt the Code Provision should the number of
Directors increase substantially.

The Directors consider that it is not necessary to have a
nomination committee for the time being. The Directors will
review this from time to time and will establish a nomination
should there be a need.

A proposal for the appointment of a new Director will be
considered and reviewed by the Board. All candidates must
be able to meet the standards as set forth in Rules 3.08 and
3.09 of the Listing Rules. A candidate who is to be appointed
as an Independent Non-executive Director should also meet
the independent criteria set out in Rules 3.13 of the Listing
Rules.
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A.5. Responsibilities of Directors

Every director is required to keep abreast of his responsibilities
as a director of an issuer and of the conduct, business activities
and development of that issuer. Given the essential unitary
nature of the board, non-executive directors have the same
duties of care and skill and fiduciary duties as executive
directors.

Every newly appointed Director of the Company is ensured
to have a proper understanding of the operations and
business of the Group and that he/she is fully aware of
his/her responsibilities under statue and common law, the
Listing Rules, applicable legal and regulatory requirements
and the business governance policies of the Group. The
Directors are continually updated with legal and regulatory
developments, business and strategic development of the
Group to enable the discharge of their responsibilities.

The Independent Non-executive Directors of the Company
are highly skilled professionals with expertise and experience
in the field of accounting, financial management and
business. All Independent Non-executive Directors take
an active role in Board meetings to bring in independent
judgment to bear on issues of strategy, policy, performance,
accountability, resources, key appointments and standards
of conducts. They scrutinize the Company’s performance
in achieving agreed corporate goals and objectives, and
monitor the reporting of performance. They also take the
lead where potential conflicts of interest arise and serve
the audit and remuneration committees. The Company has
received written confirmation from all the Independent Non-
executive Directors concerning their independence. The
Board considers all of them are independent.
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Every Director is aware that he/she should give sufficient time
and attention to the affairs of the Company.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out
in Appendix 10 of the Listing Rules. All Directors have
confirmed, following enquiry by the Company, that they
have complied with the required standard set out in Model
Code throughout the year ended 30 June 2008.

A.6. Supply of and Access to Information

Directors should be provided in a timely manner with
appropriate information in such form and of such quality
as will enable them to make an informed decision and to
discharge their duties and responsibilities as directors of an
issuer.

In respect of regular Board meetings, and so far as
practicable in all other cases, an agenda and accompanying
board papers are sent in full to all Directors in a timely
manner and at least 3 days before the indented date of a
Board or Board Committee meeting.

Management is regularly reminded by the Company
Secretary and Qualified Accountant that they have an
obligation to supply the Board and Board Committees with
adequate information in a timely manner to enable it to
make informed decisions. The information supplied must
be complete and reliable. The Board and each Director shall
have separate and independent access to the Company’s
senior management.

All Directors are entitled to have access to Board papers,
minutes and related materials. Where queries are raised by
Directors, steps are taken to respond as promptly and fully as
possible.
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B.1. The Level and Make-up of Remuneration and Disclosure

An issuer should disclose information relating to its directors’
remuneration policy and other remuneration related matters.
There should be a formal and transparent procedure for
setting policy on executive directors’ remuneration and for
fixing the remuneration packages for all directors. Level
of remuneration should be sufficient to attract and retain
the directors needed to run the company successfully, but
companies should avoid paying more than is necessary for
this purpose. No director should be involved in deciding his
own remuneration.

The Company has established a Remuneration Committee
with specific written terms of reference as set out in Code
Provisions B.1.3 (a) to (f) of the Code. The Remuneration
Committee is responsible for making recommendations
to the Board regarding the Company’s remuneration
policy, and for the formulation and review of the specific
remuneration packages of all Executive Directors and senior
executives of the Group.

A majority of the members of the Remuneration Committee
are Independent Non-executive Directors. This Committee is
chaired by Mr Leung Hai Ming Raymond. The other members
are Mr Yu Shiu Tin Paul and Ms Cheng Siu Yin Shirley.

The meeting of the Committee is held at least once a year or
when necessary. All members attended the meeting of the
Committee held on 24 October 2007.

Details of the amount of Directors’ emoluments of 2008 are
set out in note 14 to the financial statements.

The Remuneration Committee is provided with sufficient
resources, including access to professional advice, to
discharge its duties if considered necessary.
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C.1. Financial Reporting

The board should present a balanced, clear and
comprehensible assessment of the company’s performance
position and prospects.

Management has provided such explanation and
information to the Board as would enable the Board to
make an informed assessment of the financial and other
information put before the Board for approval.

The Directors are responsible for keeping proper accounting
records and preparing financial statements of each financial
period, which shall give a true and fair view of the state of
affairs of the Group and of the results and cash flow for that
period. In preparing the financial statements for the year
ended 30 June 2008, the Directors have made judgments
and estimates that are prudent and reasonable and prepared
the financial statements on a going concern basis.

A statement by the auditors about their responsibilities is
included in the Independent Auditors’ Report on pages 43 to
45 of the annual report for the year ended 30 June 2008.

The Board'’s responsibility to present a balanced, clear and
understandable assessment extend to annual and interim
reports, other price-sensitive announcements and other
financial disclosures required under the Listing Rules, and
reports to regulators as well as information required to be
disclosed pursuant to statutory requirements.
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C.2. Internal Controls

The Board should ensure that the issuer maintains sound
and effective internal controls to safeguard the shareholder’s
investment and the issuer’s assets.

The Board is responsible for the Group’s system of internal
controls and for reviewing its effectiveness through the
Audit Committee. The Board requires management to
establish and maintain sound and effective internal controls.
Evaluation of the Group’s internal controls covering financial,
operational compliance controls and risk management
functions had been done on an ad hoc basis. Review of
internal controls on different systems will be done on a
systematic rotational basis based on the risk assessments of
the operations and controls.

C.3. Audit Committee

The Board should establish formal and transparent
arrangements for considering how it will apply the financial
reporting and internal control principles and for maintaining
an appropriate relationship with the company’s auditors.
The audit committee established by an issuer pursuant to the
Listing Rules should have clear terms of reference.
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The Company has established an Audit Committee with
specific written terms of reference which states clearly
with its authority and duties. The terms of reference of the
Audit Committee have included the duties set out in Code
Provisions C.3.3 (a) to (n) of the Code, with appropriate
modifications where necessary. The Audit Committee has
made available its terms of reference, explaining its role and
the authority delegated to it by the Board.

As set out in the terms of reference, the Audit Committee
is responsible for reviewing the financial reporting system
and internal control procedures, annual report, financial
statements and interim report.

The Audit Committee comprises two Non-executive
Directors and three Independent Non-executive Directors of
the Company and is chaired by Mr Wong Kai Cheong.

As issues raised by the Committee have been addressed
by management. The work and findings of the Committee
have been reported to the Board. During the year, no issues
brought to the attention of management and the Board
were of sufficient importance to require disclosure in the
Annual Report.

The Board agrees with the Audit Committee’s proposal for
the re-appointment of Grant Thornton as the Company’s
external auditors for 2009.

Auditors’ remuneration for the year is set out in note 8 to the
financial statements.
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Full minutes of Audit Committee meetings are kept by the
company secretary. Draft and final versions of minutes of the
Audit Committee meetings are sent to all members of the
Committee for their comments and record respectively, in
both cases within a reasonable time after the meeting.

The Audit Committee does not have a former partner of the
Company's existing audit firm.

The Audit Committee is provided with sufficient resources,
including the advice of external auditors, to discharge its
duties.

D.1. Management Functions

An issuer should have a formal schedule of matters
specifically reserved to the board for its decision. The board
should give clear directions to management as to the matters
that must be approved by the board before decisions are
made on behalf of the issuer.

The Board is responsible for formulating overall strategy,
monitoring and controlling the performance of the Group
whilst managing the Group's business is the responsibility of
the management.

When the Board delegates aspects of its management and
administration functions to the management, it has given
clear directions as to the powers of the management,
in particular, with respect to the circumstances where
management shall report back and obtain prior approval
from the Board before making decisions or entering into any
commitments on behalf of the Company.

The Company has established schedules of Matters Reserved
to the Board for Decision. The Board shall review those
arrangements on a periodic basis to ensure that they remain
appropriate to the needs of the Group.
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D.2. Board Committees

Board committees should be formed with specific written
terms of reference which deal clearly with the committees’
authority and duties.

Apart from Audit Committee (particulars are disclosed
under C.3) and Remuneration Committee (particulars
are disclosed under B.1), there are no other standing
board committees established by the Board. Where board
committees are established to deal with matters, the Board
shall prescribe sufficiently clear terms of reference to enable
such Committees to discharge their functions properly. The
terms of reference of board Committees shall require such
Committees to report back to the Board on their decisions
or recommendations, unless there are legal or regulatory
restrictions on their ability to do so.

E.1. Effective Communication

The board should endeavour to maintain an on-going
dialogue with shareholders and in particular, use annual
general meetings or other general meetings to communicate
with shareholders and encourage their participation.

At the 2007 Annual General Meeting, a separate resolution
was proposed by the Chairman in respect of each separate
issue, including the re-elections of Directors.

The Chairman of the Board and the chairmen of the Audit
and Remuneration Committees shall attend the 2008 Annual
General Meeting to answer questions of shareholders.
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E.2. Voting by Poll

The issuer should regularly inform shareholders of the
procedure for voting by poll and ensure compliance with the
requirements about voting by poll contained in the Listing
Rules and the constitutional documents of the issuer.

The Company sets out in its circular to shareholders the
procedures for and the rights of shareholders to demand a
poll. Pursuant to the articles of association of the Company,
at any general meeting of the Company (including the EGM)
a resolution put to the vote of the meeting shall be decided
on a show of hands unless:

(A) (before or on the declaration of the results of the show
of hands or the withdrawal of any other demand for a
poll) a poll is demanded by:

(i)  the Chairman of the meeting; or

(i) at least three shareholders present in person or
by proxy for the time being entitled to vote at the
meeting; or

(i) by any shareholder or shareholders present in
person or by proxy and representing not less
than one-tenth of the total voting rights of all
the shareholders having the right to vote at the
meeting; or
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(iv) by a shareholder or shareholders present in
person or by proxy and holding shares in the
Company conferring a right to vote at the
meeting being shares on which an aggregate
sum has been paid up equal to not less than one-
tenth of the total sum paid up on all the shares
conferring that right; or

(B) a resolution is required under the Listing Rules to be
decided by way of a poll.

In accordance with Listing Rules 13.39 (3), the Chairman of
a meeting and/or Directors who, individually or collectively,
hold proxies in respect of shares representing 5% or more of
the total voting rights at a particular meeting shall demand
a poll in certain circumstances where, on a show of hands,
a meeting votes in the opposite manner to that instructed in
those proxies. If a poll is required under such circumstances,
the Chairman of the meeting shall disclose to the meeting
the total number of votes represented by all proxies held by
directors indicating an opposite vote to the votes cast at the
meeting on a show of hands.

The Company shall count all proxy votes and, except where
a poll is required, the Chairman of a meeting shall indicate to
the meeting the level of proxies lodged on each resolution,
and the balance for and against the resolution, after it has
been dealt with on a show of hands. The Company shall
ensure that votes cast are properly counted and recorded.
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The Chairman of a meeting shall at the commencement of
the meeting ensure that an explanation is provided to the
shareholders of:

1. the procedure for demanding a poll by shareholders
before putting a resolution to the vote on a show of
hands; and

2. the detailed procedures for conducting a poll and then
answer any questions from shareholders whenever
voting by way of a poll is required.

Model Code for Securities Transactions by Directors

The Company has adopted a code of conduct regarding
Directors’ securities transactions on terms no less exacting
than the required standard set out in the Model Code for
Securities Transactions by Directors of Listed Issuers (the
“Model Code”) contained in Appendix 10 of the Listing
Rules.

The Company has made specific enquiry with all Directors
and all of them confirmed that, for the financial year
ended 30 June 2008, they have complied with the required
standard set out in the Model Code.
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The directors present their report together with the audited
financial statements of the Company and the Group for the
year ended 30 June 2008.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of its principal subsidiaries are set out
in note 18 to the financial statements.

RESULTS AND APPROPRIATIONS

The Group's profit for the year ended 30 June 2008 and the
state of affairs of the Company and of the Group at that date
are set out in the financial statements on pages 46 to 162.

An interim dividend of HK$0.01 per ordinary share was
paid on Tuesday, 22 April 2008. The directors recommend
the payment of a final dividend of HK$0.015 per ordinary
share in respect of the year, to shareholders on the register
of members on Wednesday, 10 December 2008. The final
dividend will be paid on or about Friday, 19 December 2008.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and
equipment of the Group are set out in note 15 to the
financial statements.
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INVESTMENT PROPERTIES

Details of the movements in the investment properties of the
Group are set out in note 17 to the financial statements.

PRINCIPAL PROPERTIES

Details of the principal properties held for investment
purposes are set out on page 163 of the annual report.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

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

RESERVES

Details of the movements in the reserves of the Company
and the Group during the year are set out in note 34 to the
financial statements and in the consolidated statement of
changes in equity, respectively.

DISTRIBUTABLE RESERVES

At 30 June 2008, the Company’s reserves available for
distribution, as computed in accordance with Section
79B of the Hong Kong Companies Ordinance, amounted
to HK$165,138,000, of which HK$4,197,000 has been
proposed as final dividend for the year.
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FIVE YEAR 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
164.

CHARITABLE CONTRIBUTIONS

During the year, the Group made charitable contributions
totaling HK$583,000.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group's five largest
customers accounted for 50% of the total sales for the year
and sales to the largest customer included therein amounted
to 29%. The largest supplier and the five largest suppliers
accounted for 32% and 61%, respectively, of the Group’s
total purchases for the year.

As far as the directors of the Company are aware, neither
the directors, their respective associates nor any shareholders
(which, to the best knowledge of the directors, own more
than 5% of the Company’s issued share capital) had any
beneficial interest in the Group’s five largest customers and
suppliers.
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DIRECTORS

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

Executive directors:
Chan Sing Chuk, Charles
Cheng Siu Yin, Shirley
Chan Wai Kei, Vicki
Chan Wai Lap, Victor

Non-executive directors:
Chu Wai Kok
Leung Hai Ming, Raymond (nhote)
Wong Kai Cheong*
Yu Shiu Tin, Paul*
Chan Ping Kuen, Derek*
(appointed on 7 March 2008)
Sze, Irons*
(appointed on 2 October 2008)

* Independent non-executive directors

Note: Leung Hai Ming, Raymond has redesignated from independent
non-executive director to non-executive director of the
Company on 28 December 2007, and has resigned as non-
executive director of the Company on 10 October 2008.

In accordance with Articles 115(A) and 115(D) of the Articles
of Association, Ms. Chan Wai Kei, Vicki and Mr. Yu Shiu Tin,
Paul shall retire from office by rotation and both of them are
eligible for re-election at the annual general meeting.

According to Article 110 of the Articles of Association,
any director appointed by the Board either to fill a casual
vacancy on the Board or as an addition to the existing
Board shall hold office only until the first general meeting of
the Company after his/her appointment and shall then be
eligible for re-election at that meeting.
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In accordance with Article 110 of the Articles of Association,
Mr. Sze, Irons shall hold office only until the annual general
meeting and being eligible for re-election at the meeting.

Each of the four independent non-executive directors has
submitted written confirmation in respect of the factors
set out in Rule 3.13 of The Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) concerning
his independence. The Board considers each of the four
independent non-executive directors to be independent.

DIRECTORS’ AND SENIOR MANAGEMENT'S
BIOGRAPHIES

Biographical details of the directors of the Company and the
senior management of the Group are set out on pages 13 to
16 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

Dr. Chan Sing Chuk, Charles has a service contract with the
Company for an indefinite period, which may be terminated
by either party by giving three months’ written notice.

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

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 39 to the financial statements, no
director had a material interest in any contract of significance
to the business of the Group to which the Company or any
of its subsidiaries was a party at any time during the year.
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BREZ Chan Sing Chuk, Charles

(3 Cheng Siu Yin, Shirley
REE Chu Wai Kok
BRImHE Chan Ping Kuen, Derek

Personal interest

MANAGEMENT CONTRACTS

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Group were entered into or in existence during the year.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 June 2008, the interests and short positions of the
directors and their associates in the shares, underlying shares
and debentures of the Company or any of its associated
corporations within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO") as recorded in the
register maintained by the Company under Section 352 of
Part XV of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Companies (the
“Model Code") were as set out below:

b ON
BREE0.10BTZERBR ERARE BT
Number of ordinary shares of REABDLE

HK$0.10 each in the Company
AR AEER

Corporate interest

Percentage of the
Company'’s issued
share capital

- 123,786,000 44.24%
(FiF5E) (Note)

- 123,786,000 44.24%
(FiF5E) (Note)

8,000 - -

20,000 - -
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

(continued)

Note: Such interests are held by a company, Tamar Investments
Group Limited, which is wholly owned by Dr. Chan Sing Chuk,
Charles J.P. and Ms. Cheng Siu Yin, Shirley.

Except as disclosed above, as at the balance sheet date,
none of the directors or their respective associates had
any personal, family, corporate or other interests or short
positions in the shares, underlying shares and debentures
of the Company or any of its associated corporations as
recorded in the register required to be kept by the Company
under Section 352 of Part XV of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant
to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year were rights to acquire benefits
by means of the acquisition of shares in or debentures of
the Company or any other body corporate granted to any
director or their respective spouse or children under 18
years of age, or were any such rights exercised by them;
or was the Company or any of its subsidiaries a party to
any arrangement to enable the directors or their respective
spouse or children under 18 years of age to acquire such
rights in any other corporate.
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SUBSTANTIAL SHAREHOLDERS

At 30 June 2008, no person, other than Dr. Chan Sing
Chuk, Charles and Madam Cheng Siu Yin, Shirley, whose
interests are set out in the section “Directors’ interests and
short positions in shares, underlying shares and debentures”
above, had registered an interest in 5% or more of the
issued share capital of the Company that was required to be
recorded pursuant to Section 336 of the SFO.

CONNECTED PARTY TRANSACTIONS

Details of the connected party transactions, which also
constituted as related party transactions are set out in note
39(e) and 39(f) to the financial statements.

POST BALANCE SHEET EVENT

Material events after balance sheet date are disclcosed in
note 43 to the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

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

AUDIT COMMITTEE

The Company has an audit committee which was established
in accordance with the Listing Rules, for the purposes of
reviewing and providing supervision over the financial
reporting process and internal controls of the Group. The
audit committee has discussed the Group’s accounting
policies and basis adopted, the financial and internal control
process of the Group and has reviewed the interim and
annual financial statements. As at the date of this report,
the audit committee comprises the four independent non-
executive directors and one non-executive director of the
Company.
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EEEDMm For and on behalf of the Board

TE Chan Sing Chuk, Charles

BREEZE Chairman

B —TE)N\F+AT=A Hong Kong, 13 October 2008
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Member of Grant Thornton International Ltd

To the members of Continental Holdings Limited
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements
of Continental Holdings Limited (the “Company”) and its
subsidiaries (collectively the “Group”) set out on pages 46 to
162, which comprise the consolidated and company balance
sheets as at 30 June 2008, and the consolidated income
statement, the consolidated statement of changes in equity
and the consolidated cash flow statement for the year then
ended, and a summary of significant accounting policies and
other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
financial statements in accordance with Hong Kong
Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the 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.
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AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these financial
statements based on our audit and to report our opinion
solely to you, as a body, in accordance with section 141 of
the Hong Kong Companies Ordinance, and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

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

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

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.
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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 30 June 2008 and of the Group’s
profit and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have
been properly prepared in accordance with the Hong Kong
Companies Ordinance.

Grant Thornton

Certified Public Accountants
13th Floor, Gloucester Tower
The Landmark

15 Queen’s Road Central
Hong Kong

13 October 2008
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2008 2007
Hiat FET FEr
Notes HK$’000 HK$°000
iz Revenue 6 1,497,682 1,632,180
SHER A Cost of sales (1,337,277) (1,474,303)
EH Gross profit 160,405 157,877
SHE R R AR Selling and distribution costs (26,676) (28,397)
THER Administrative expenses (73,143) (61,884)
His =5 A Other operating expenses (18,690) (8,695)
RENENTEZRE Changes in fair value of
investment properties 81,445 216,765
PYERS = byl Profit from operations 123,341 275,666
BEMA Finance costs 7 (19,733) (17,636)
i NCTE Share of results of associates (681) (550)
FE(R RSB SAE Share of results of jointly
controlled entities (1,854) 2,314
BRI B AR R Profit before income tax 8 101,073 259,794
FiisiiE s> Income tax expense 9 (13,985) (52,898)
REERF Profit for the year 87,088 206,896
LA RES ¢ Attributable to:
ARAIERFAA Equity holders of the Company 10 83,477 113,986
DHR R ER Minority interests 3,611 92,910
A E e A Profit for the year 87,088 206,896
RE Dividends 11
HEf Interim 2,798 2,798
R AR Proposed final 4,197 5,596
6,995 8,394
FRADTER Earnings per share for profit
BB AEL &R attributable to the equity
BRER holders of the Company
during the year 12
—ER — Basic HK29.8 cents &1l HK41.0 cents &l
— & — Diluted REAN/A NEANA
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2008 2007
KizE FBT FEr
Notes HK$’'000 HK$'000
EERAE ASSETS AND LIABILITIES
FEREBEE Non-current assets
L E SN ] Property, plant and equipment 15 50,723 49,009
FAE Lttt {E FAAE Leasehold land/Land use rights 16 9,119 9,538
wEMZ Investment properties 17 752,400 775,955
B E N E] 2 s Interests in associates 19 3,606 4,029
RS E RS 2 s Interests in jointly controlled entities 20 131,978 96,969
e eRmEE Available-for-sale financial assets 21 14,177 18,507
KA UGRIA Long term receivables 22 6,135 8,724
T IBE B Deferred tax assets 32 8,890 18,558
977,028 981,289
MENEE Current assets
& Inventories 23 338,573 347,351
B 5 EMIA Trade receivables 24 168,745 193,260
TEfSFRIA - Bzi& Prepayments, deposits and
H e U ERIA other receivables 42,257 30,029
RHEAFEWRIE 2 Current portion of long term
BIEAER > receivables 22 4,926 3,643
AT EF AE R Financial assets at fair value
ZEREE through profit or loss 25 12,763 22,513
?)Tiiﬁﬁlﬂ Derivative financial instruments 26 - 39
JE Ui Bk 2 R B FRIE Due from associates 19 493 516
e — R 2k HT H = EE IR Due from a jointly controlled entity 20 120 2,110
He NIRRT Cash and bank balances 27 128,868 102,281
696,745 701,742
mEIBE Current liabilities
B S B 5RIA Trade payables 28 (199,930) (211,031)
HAh T IE&FE.#%}EH Other payables and accruals (46,170) (43,167)
TRIBHE Provision for tax (17,183) (35,762)
DR S YNGIE O Due to associates 19 (538) (607)
B — %FEJ@ETAIE Due to a related party 29 = (148,742)
JEAS R H| B FEFUE Due to jointly controlled entities 20 3) (39)
SRITER MBS — IR Bank loans and overdrafts, secured 31 (90,870) (8,282)
(354,694) (447,630)
REEEFE Net current assets 342,051 254,112
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2008 2007
Kt FET FETL
Notes HK$’000 HK$°000
WEERRBERE Total assets less current liabilities 1,319,079 1,235,401
ERBERE Non-current liabilities
LERRRE K Loans from minority shareholders 30 (1,125) (21,505)
FERIER R Deferred tax liabilities 32 (66,972) (63,209)
RITER—FIEA Bank loans, secured 31 (372,409) (350,497)
(440,506) (435,211)
EEFE Net assets 878,573 800,190
= EQUITY
RATESEFEA Equity attributable to
(LR the Company’s equity holders
B EITHRA Issued capital 33 27,980 27,980
G Reserves 34 844,531 765,406
FOR AR EAIE Proposed final dividend 4,197 5,596
876,708 798,982
DEBR RS Minority interests 1,865 1,208
e Total equity 878,573 800,190
BREEE Chan Sing Chuk, Charles
EBE Director
BN 3% Cheng Siu Yin, Shirley
EF Director
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2008 2007
it FET FETT
Notes HK$000 HK$’000
EEREE ASSETS AND LIABILITIES
ERBEE Non-current assets
RB AR Z xS Interests in subsidiaries 18 572,306 557,029
Al NE s ey Interests in associates 19 = 2
REAE IR Long term receivables 22 5,703 6,661
578,009 563,692
RBEE Current assets
TENFRIE ~ e REAM Prepayments, deposits and
JEWFRIE other receivables 84 73
REAEWGRIE 2 Current portion of long
BNHAER 7 term receivables 22 958 958
JE U Bf J 7 Q] Due from a subsidiary 18 47,986 52,300
JFE Ui Bt 8 N B FUIE Due from an associate 19 8 8
He RIRTT4s ﬁ? Cash and bank balances 27 82 85
49,118 53,424
piEI=RE Current liabilities
E b e FIE & fERT B Other payables and accruals (300) (491)
IR Provision for tax (1,730) (2,433)
(2,030) (2,924)
RBEEFRE Net current assets 47,088 50,500
EEFE Net assets 625,097 614,192
= EQUITY
RARERFEA Equity attributable to
FE{h R Company’s equity holders
BT Issued capital 33 27,980 27,980
& Reserves 34 592,920 580,616
BORAHAIRE Proposed final dividend 4,197 5,596
Pl Total equity 625,097 614,192
BRESE Chan Sing Chuk, Charles
EE Director
BB/ Cheng Siu Yin, Shirley
EE Director
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2008 2007
FET FAET
HK$’'000 HK$°000
REXKRERE Cash flows from operating activities
BRET1S A AT A Profit before income tax 101,073 259,794
Bt T5IEE % : Adjustments for:
A AR Finance costs 19,733 17,636
FE(GHEE & R Rl AE Share of results of associates 681 550
FEAG RIS A Share of results of jointly controlled entities 1,854 (2,314)
M - BB REETE Depreciation of property, plant and equipment 9,026 10,324
TRE + i+ b 55 A £ Amortisation of leasehold land/land use rights 239 239
22 AR i 8 Bad debts written off 2,227 81
JE LS BS 5 R ) SR IE L B Amount due from an associate written off 1,070 620
& (Bm), B (Write back)/Provision against inventories (3,342) 2,497
REAEW R IA RS/ (FE) Provision/(Write back) for long-term receivables 1,195 (363)
Z B EW R IB RS, (B Provision/(Write back) for trade receivables 9,006 (5,088)
REAREEEN FIERD Write back of long outstanding payables (1,232) =
et — 2 B 75 F AR o Write back of amount due to a related party (103) =
M -~ BE KRB ERE Provision for impairment of property,
plant and equipment - 2,629
RS e REERBERE Impairment loss on available-for-sale
financial assets 3,865 146
JFEE Ui — P £ [ 422 ) B B k0B Provision for impairment on an amount due

B from a jointly controlled entity - 11,670
HEMRE i, T FA#UKEE  Gain on disposal of leasehold land/land use rights 3) =
HEWZE - BE REHE Loss/(Gain) on disposal of property,

B8 (W) plant and equipment 45 (104)
BEHE M B AR 2 EE Loss on deregistration of subsidiaries 66 =
B YENTE 2 i Changes in fair value in investment properties  (81,445) (216,765)
TESRT AN EHRE Fair value changes on derivative financial

instruments 39 210

EBE BB L E R Operating profit before working capital changes 63,994 81,762

FERL, /() Decrease/(Increase) in inventories 12,120 (14,801)

Z UGB A (18h0) Decrease/(Increase) in trade receivables 13,393 (13,097)
TENFRIE ~ e REAM (Increase)/Decrease in prepayments,

U RIE (38 00), R A deposits and other receivables (11,952) 3,937
AR EFAEZ S Decrease/(Increase) in financial assets at

SREERLD,(Em) fair value through profit or loss 9,750 (4,885)
Bt N T&ERR T (3200) B (Increase)/Decrease in balances with associates  (1,116) 1,218
HEZEH FEELER 2 Decrease in balances with

B jointly controlled entities 1,954 556
B 5 R EABERFIER Decrease in trade and other payables

EsrE AR and accruals (6,866) (5,645)
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2008 2007
FET FET
HK$’'000 HK$'000
EELE 7RG Cash generated from operations 81,277 49,045
BfFlE Interest paid (19,733) (17,636)
EH%E\ 5 Dividend paid (11.414) (11,192)
BEREBHER Hong Kong profits tax paid (19,520) (6,630)
BEEBEERSFE Net cash generated from operating activities 30,610 13,587
;Xﬁlgibiﬂél)lbi_\ Cash flows from investing activities
WEEME - BE MR Purchases of property, plant and equipment (7,459) (5,599)
WA EYE Purchase of an investment property - (78,190)
HEWME - BERERE Proceeds from disposal of property,

PSRIA plant and equipment 593 432
HEREMESRIA Proceeds from disposal of an investment property 105,000 =
Ui D SR R A A Acquisition of minority interests = (3,382)
WEEMTE A5l (N E Acquisition of subsidiary (net of cash and

HERIBEERE) cash equivalents acquired) = (7,920)
HEME i+ i E A Proceeds from disposal of leasehold

FriS 5818 land/land use rights 183 =
B8 REAE KGR 2 Repayment of long term receivables 111 2,579
M—HxEZE %U‘“? 3% & 24200 Increase in investment in a jointly controlled entity — (117)
EINEFK T —E LR E S Increase in loan to a jointly controlled entity (37,000) (11,670)
EEBES,(FTH)IREE5  Net cash generated from/(used in)

investing activities 61,428 (103,867)
RIESEBIRERE Cash flows from financing activities
BE—RRE IR Repayment of amount due to a related party ~ (148,639) =
EE—% Q%ﬁ(ﬁ%%f@f%{ Repayment of loan from a minority shareholder  (20,380) (23,500)
DHRERE TR Loan from minority shareholders - 15,100
AIERITH N New bank loans 148,724 359,000
EEIRITER Repayment of bank loans (44,111) (273,017)
BVESES) (Fr), EAIREFE  Net cash (used in)/generated from
financing activities (64,406) 77,583
HERFEEHE M~ Net increase/(decrease) in cash and
ORA) #58 cash equivalents 27,632 (12,697)
FzHReRASERE Cash and cash equivalents at
beginning of year 102,168 116,408
INESTE R B o S/ EFHER Effect of foreign exchange
rate changes, net (932) (1,543)
FRZBSRASEER Cash and cash equivalents at end of year 128,868 102,168
ReRBESEHERDN Analysis of balances of cash and
cash equivalents
B4 MIRTT4E Cash and bank balances 72,984 66,858
T HiE BRTER Short term time deposits 55,884 35,423
128,868 102,281
RITES — HIER Bank overdrafts, secured = (113)
128,868 102,168
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For the year ended 30 June 2008
BE_ZZENGEA=THLFE
bY
REks  Eagd
RATEREFAARGER Minority Total
Equity attributable to equity holders of the Company interest equity
Rk} R AR KR RE Rk
Rx EEE BE  AEE e EREG  RERN  RERR &t
Share Non- Exchange ~ Investment Proposed
Issued  premium  distributable Other  fluctuation ~ revaluation  Retained final
capital  account  resenve reserve reserve Teserve profits — dividend Total
FEr  TEr TRt TEr TEr FEr FEr TEr T TR TEr
HKS000  HKS000  HKS000  HKS000  HKS'000  HKS'000  HKSO00  HKS000  HKSO00  HKSO00  HKS'000
RZZENERA=TRR Balance at 30 June 2006
ZEENELA-RES: and 1 July 2006 27980 158373 273,606 - 1380 (39 232387 839 702,081 42828 744909
FEBINBATR Exchange differences on
BeAANHRE tranglation of the finandia
FEE/ERER statements of foreign
subsidiaries and associates - - - - 558 - - - 558 - 558
TRHESHAEATE Changein fairvalue of
158 avaiable-for-sale inancial
assets - - - - - 2318 - - 2318 - 238
ERERGRRDZ Net income recognised
YAFE diectlyin equiy - - = - 580 238 = - 86 -6
TEERT Profit for the year - - - - - - 113%6 - 113%6 92910 2068%
ERERIZUARFEZEE  Total recognised income and
expense for the year - - - - 558 238 11396 - 16812 92910 209,782
WiE SRR Acquistion of minority inteests - - -8 - - - - B9 (134530 (143309)
RH=R2NERERE Payment of final 2006 dividend - - - - - - - B (B3 - 839
ZRTEERERS Interim 2007 dlvidend - - - - - - %) - %) -
RE-FELERRE Proposed final 2007 dividend = = = = = - (559 55% = = =
ZERLERAZTAZER  Balanceat30June 2007 7980 158373* 3606 @779 1938+ 289+ 399+ 55% 7998 1208 800,190
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24
hEks  Bas
ADARRREARGER Minority ~ Total
Equity attributable to equity holders of the Company interest ~ equity
BET Rt FUDK ERRE e Bk
B EER fifs Attt fiff Effgk REE FERE st
Share Non- Exchange Investment Proposed
Issued  premium distributable Other fluctuation revaluation Retained final

capital  account  reserve  reserve  reserve  reserve  profits  dividend Total
fér TEr TEr TEr TEr FEr FEn TEr TEr TR TEn
HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000

RZZTLERR=TAR  Balance at 30 June 2007 and
“SECECA-BZER:  1lly2007 27980 158313 273,606 (8,779) 1938 289 337979 559 798,982 1,208 800,19
TEBIHBAT - Exchange differences on

BeNaRAREHEE translation of the
BRREMELZEREE  finandal statements

of foreign subsidiaries, associates

and jointly controlled entities - - - - 3,108 - - - 3108 - 3108
AfHESHEEATHE Change in fair value of
;v d avalable-for-sle
financial assets - - - - - (465) - - (465) - (465)
EREERTERL Net income
WAHE recognised directly
in equity - - - - 3,108 (465) - - 2,683 - 2,643
REEHH Proftfor the yesr - - - - - Y SBT3 G0
EREEAZMARREZAE  Total recognised income
and expense for
the year - - - - 3,108 (465) 83471 - 86,120 361 89,731
HEENBAT Deregstration of subsiciaries - - - - - - - - - 6 6
B #RERE Dividend paid to minority shareholders - - - - - - - - - (300) (3020
ﬁig?ﬁﬂﬁﬁx g Payment of final 2007 dividend - - - - - - - (55%)  (559%) - (55%)
“TE/\ERERS Interim 2008 dividend - - - - - - (2,798) - (2,798) - (2,798)
RE_SSNERHRE  Proposed finel 2008 dividend - - - - - - e a1y - - -

ZZZ\FAA=THZERR  Balance at 30 June 2008 2,980 158373 273,606 (879 5046 1824*  414460* 4197 876,708 1865 878,573

& ZEGERRREGAEEABRYT 24 S These reserve accounts comprise the consolidated reserves of
A 715 844,531,000 8T (ZEZT+F: HK$844,531,000 (2007: HK$765,406,000) in the consolidated balance
765,406,000 7T) ° sheet.
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— . NEER 1. GENERAL INFORMATION

BMREBEKEERAB(T AR
ADTI—ERBBKILLAE
Btttz BRAR - M
ERNIEAEE N EAMBES
TSEETAT LR =M1
MENFEE o KRB EE B
BRBABR AT LD -

AREREMBAR ([AEE])
TENEUTER:

— iR BUE - HENMEEK
BEHHEA

- WERE
- RE

#EE A% - REAUEEPrecious
Palace International Limited
PR AR (—IBIEFFEARW
#E=E18) 1% » Tamar Investments
Group Limited (—K R EBEE 2
BHEEMK S 2 AR BIFER
A A]50.13% &5 - %R 5 2 =
BEHRARR ZEZEN\FNA
ZHEBEZBREARAZZEE
NENRTRBZRMH - EFER
" RAMBHREMZBER -
RNAR 2 PN A Rl 7 Tamar
Investments Group Limited ©

BIIREN T+ NEES
—BATZAZHBRETRE
BREFEAE ([FEGEQ
€ 1) it 2 B R 5 R
(IEFEMBRELED]) - LA
BIEMAERIER & B Y BR
HEA - FEEFEARBER
FRER ARG AR ARE - 855
BENBREEHARIMAR
nAFES EMARN (T EmARA)
ZIBERBBEIRS

HE-FT/\FAA=ALE
EABREREREFER =
TEN\F+ A+ AR -

Continental Holdings Limited (the “Company”) is a limited
company incorporated and domiciled in Hong Kong. The
address of its registered office is Flats M & N, 1st Floor,
Kaiser Estate, Phase Ill, 11 Hok Yuen Street, Hunghom,
Kowloon, Hong Kong. The Company’s shares are listed on
The Stock Exchange of Hong Kong Limited.

The Company and its subsidiaries (the “Group”) are
principally engaged in the following activities:

- Design, manufacturing, marketing and trading of fine
jewellery and diamonds

Property investment
- Investment

Subsequent to the balance sheet date, upon completion of
a very substantial acquisition of the entire equity interest
in Precious Palace International Limited, 50.13% of the
Company'’s shares are held by Tamar Investments Group
Limited, a company incorporated in the British Virgin
Islands. Details of this transaction have been set out in
the Company’s circular dated 27 August 2008 and the
Company’s announcement dated 16 September 2008.
In the opinion of the directors, the Company’s ultimate
holding company as at the approval date of these financial
statements is Tamar Investments Group Limited.

The financial statements on pages 46 to 162 have
been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs"”) which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
and Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA"”) and the
requirements of the Hong Kong Companies Ordinance.
The financial statements also include the applicable
disclosure requirements of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”).

The financial statements for the year ended 30 June 2008
were approved for issue by the board of directors on 13
October 2008.
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ADOPTION OF NEW OR AMENDED
HKFRSs

21 FRERZFHRTRLIBET 2.1 Impact of new or revised HKFRSs which are
BBUBRMELEN 2B effective during the year

, “’?ﬂ%ﬂfﬁé’fﬁi,‘.@@ﬁ? 2.

RAFE  AEEEERX
RANLTHELGFMA
GRTEM A_EELF

In the current year, the Group has applied, for the
first time, the following new standards, amendment
and interpretations (the “new HKFRSs") issued by
tA—HEBEM BEAK the HKICPA, which are relevant to and effective for
SEPERERBZHFE] the Group’s financial statements beginning on 1 July
R AT RZEER(HE 2007.

PERr ISR EZERN ) o
BAEEN  UBREER

HKAS 1 (Amendment)  Presentation of Financial

F15% —EXHE Statements — Capital
(BETA) Disclosures

BENBRE SRIA: HKFRS 7 Financial Instruments:
ERIE TR i Disclosures

B (BRE%  PEEE HK(FRIC) - Int 10 Interim Financial Reporting
BERRL WERRE and Impairment
58)-28
£10%

5 (BERo%  AAWKRE HK(IFRIC) — Int 11 HKFRS 2: Group and
WERRE ERIE 2% Treasury Share
BE)-2E ERRER Transactions
ER N R 5

B 4N 5 B A SR B The adoption of the new HKFRSs had no material

HRFYBEREZRE
KRB ARR 2 R 25
TR EERBEATE -
Fitt, - BAEHATHIRE -

effect on how the results and financial position for
the current or prior accounting periods have been
prepared and presented. Accordingly, no prior period
adjustment is required.
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2.1

MR BEIEET &

FREMZHETHEER]
BEBUBRELER 2ZE
(&)

BB ERISE 155 (85T
) MHEHRR 2| — EARK

&=

RIEEBSGHERE 15
CHESE b EES S
BEAERE  AEBBERE
NEEUBREREER
EEEM BERRERE
His - HtIEE@E B
SHERFE 1 EE A
EH Z #TIB I 5E - M
P+ =&l o

BB ERELERET -
£RTH KE

BRUMBEREERNE 75—
ERIAE: KER_ZZE
+tF-B A% z&MAHA
HE R BIERA - A
R REFTBER
BEGFEE 2R
TH: 2REFEHIIZ
BRERE MAKECR
BE_ZTTN\FRA=T
BIEFREZEEMBRE
RN ER - FABEH
HMemTAEZRERRELL
REMBEEH - AR
HMRE - BHIZ  A&H
BERNESEER 2 B®R
EE2JATER :

—  BREN - BER
SERESHMTAR
HmBER K

2.

ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

2.1

Impact of new or revised HKFRSs which are
effective during the year (continued)

HKAS 1 (Amendment) Presentation of Financial
Statements - Capital Disclosures

In accordance with the HKAS 1 (Amendment)
Presentation of Financial Statements — Capital
Disclosures, the Group now reports on its capital
management objectives, policies and procedures in
each annual financial report. The new disclosures that
become necessary due to this change in HKAS 1 are
set out in note 42.

HKFRS 7 - Financial Instruments: Disclosures

HKFRS 7 — Financial Instruments: Disclosures is
mandatory for reporting periods beginning on 1
January 2007 or later. The new standard replaces and
amends the disclosure requirements previously set out
in HKAS 32 Financial Instruments: Presentation and
Disclosures and has been adopted by the Group in its
consolidated financial statements for the year ended
30 June 2008. All disclosures relating to financial
instruments including the comparative information
have been updated to reflect the new requirements.
In particular, the Group’s financial statements now
feature:

- a sensitivity analysis explaining the Group'’s
market risk exposure in regard to its financial
instruments, and
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2.2

FRERZHETHEER]
BBUBREER 2 E
(#)

BRBMBRELERFETH —
EWMTA K% (&)

—  FHAIN - Bre
BEERSADE
A -

AW BRERABBME
WEERIF 7RI EERA
EMRSRE - WAF
BHREERBEREBFH
A HEE -

B MBI RE M2 HE]
RGBT ERBMBREE
Rlzse

AR E YRR R T
B8 548 4 5K 2 2 )
HRAE o

BAeIEN  BBaE
F1% 225
(Z(53T)

BRSRER  EERA
F235
(&5

EEeitEl RARER
F275 RS2
(Z(53T)

2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

2.1

2.2

Impact of new or revised HKFRSs which are
effective during the year (continued)

HKFRS 7 - Financial Instruments: Disclosures
(continued)

- a maturity analysis that shows the remaining

contractual maturities of financial liabilities,

each as at the balance sheet date. The first-time
application of HKFRS 7, however, has not resulted
in any prior-period adjustments on cash flows, net
income or balance sheet line items.

Impact of new and revised HKFRSs that have
been issued but are not yet effective

The Group has not early adopted the following
standards or interpretations that have been issued but
are not yet effective.

HKAS 1 (Revised) Presentation of Financial

Statements '
HKAS 23 (Revised) Borrowing Costs '
HKAS 27 (Revised) Consolidated and Separate

Financial Statements 2
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Z BT REE R 2. ADOPTION OF NEW OR AMENDED

BFHREER @) HKFRSS (continued)

22 EEMERMKRERZFHE] 2.2 Impact of new and revised HKFRSs that have
RIS BB B HRELE been issued but are not yet effective (continued)
Alz8& (&)

BREIEN  ThEER HKAS 32 & 1 (Amendments)  Puttable Financial Instruments
ERNHR TERER and Obligations Arising
E15 AR on Liquidation
({BFTA) {ia

ABMBRE  RONH- HKFRS 2 (Amendment) Share-based Payment - Vesting
AERIIZE 2 57 LG Conditions and
({B3TA) Rt Cancellations '

ERMBRE  EBEH? HKFRS 3 (Revised) Business Combinations 2
AR 357
(255T)

BRMHRE  EEHE HKFRS 8 Operating Segments
KB 8 5

&5 (BIREs  BriRisiE HK(IFRIC) - Int 12 Service Concession
BERBRZE @ Arrangements 3
g)-ZE
E125

B8 (BREG  BERREtE HK(IFRIC) - Int 13 Customer Loyalty Programmes *
RERBEZE
2)-RE
%135

54 (BB FEetER HK(IFRIC) - Int 14 HKAS 19 - The Limit on a
REREZE 195 Defined Benefit Asset,
g)-28 - REME= Minimum Funding
E14% BEMBRSE Requirements and their

-mEEE Interaction 3
HEREM
S



Annual Report 2008 4 =f

Notes to Financial Statements m Bl 7% 3R 25 i3t

For the year ended 30 June 2008
HE-ZZ)\ERA=1THILFE

22 EEMEREKRERZHET
REEBTERBMBREE
Rlzs/& (&)

5% (BRH0% EEFRERE
2)-2E
F 155
B (BRI BINERER
RERBRZE AP
2)-2E
F165

Bt -

! R—FTh&E—A—H
K LA R B R 2 F E B
R

2 R—ZZEZAFLHA—H
HAR A2 FEHE
R

? R_ZFTNE—A—H
K LA R B A 2 F E B
HER

¢ R—ZZEZENFLHA—H
HARFA 2 FEHBE
R

s R=ZEENF+H—RH
K LA R B R 2 S B
HER

2. ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

2.2 Impact of new and revised HKFRSs that have
been issued but are not yet effective (continued)

HK(IFRIC) = Int 15 Agreements for the
Construction of Real Estate !

HK(FRIC) = Int 16 Hedges of a Net Investment in a
Foreign Operation *

Note:

l Effective for annual periods beginning on or after 1
January 2009

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

g Effective for annual periods beginning on or after 1
January 2008

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

g Effective for annual periods beginning on or after 1
October 2008
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W EER )

E MEMRE 1 R ARz T R]
REBIERBMBREE
Rlzs& (&)

RS ER REd
BEHRER G EANE 1R
(RRIERT) AR E 2 75
BERH

BB RIS 155 (KL
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2.

ADOPTION OF NEW OR AMENDED
HKFRSs (continued)

2.2

Impact of new and revised HKFRSs that have
been issued but are not yet effective (continued)

Among these new standards and interpretations,
HKAS 1 (Revised) is expected to be relevant to the
Group's financial statements.

HKAS 1 (Revised) Presentation of Financial
Statements

This amendment affects the presentation of owner
changes in equity and introduces a statement of
comprehensive income. The Group will have the
option of presenting items of income and expenses
and components of other comprehensive income
either in a single statement of comprehensive income
with subtotals, or in two separate statements (a
separate income statement followed by a statement
of other comprehensive income). The amendment
does not affect the financial position or results of
the Group but will give rise to additional disclosures.
Management is currently assessing the detailed
impact of this revised standard on the Group’s
financial statements.

The directors of the Company are currently assessing
the impact of the other new or revised HKFRSs but are
not yet in a position to state whether they would have
material financial impact on the Group’s financial
statements.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

3.1

Basis of preparation

The significant accounting policies that have been
used in the preparation of these financial statements
are summarised below. These policies have been
consistently applied to all the years presented unless
otherwise stated.

The financial statements have been prepared on the
historical cost basis except for investment properties
and certain financial assets, which are stated at fair
values. The measurement bases are fully described in
the accounting policies below.

It should be noted that accounting estimates and
assumptions are used in preparation of the financial
statements. Although these estimates are based
on management’s best knowledge and judgement
of current events and actions, actual results may
ultimately differ from those estimates. The area
involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are
significant to the financial statements, are disclosed in
note 4.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.2

3.3

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and its
subsidiaries made up to 30 June each year.

Subsidiaries

Subsidiaries are entities (including special purpose
entities) over which the Group has the power to
control the financial and operating policies so as to
obtain benefits from their activities. 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 excluded from consolidation from the date that
control ceases.

Business combinations (other than for combining
entities under common control) are accounted for
by applying the purchase method. This involves the
revaluation at fair value of all identifiable assets
and liabilities, including contingent liabilities of the
subsidiary, at the acquisition date, regardless of
whether or not they were recorded in the financial
statements of the subsidiary prior to acquisition. On
initial recognition, the assets and liabilities of the
subsidiary are included in the consolidated balance
sheet at their fair values, which are also used as the
bases for subsequent measurement in accordance
with the Group’s accounting policies.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.3 Subsidiaries (continued)

Intra-group transactions, balances and unrealised
gains on transactions between group companies are
eliminated in preparing the consolidated financial
statements. Unrealised losses are also eliminated
unless the transaction provides evidence of an
impairment of the asset transferred.

In the Company’s balance sheet, subsidiaries are
carried at cost less any impairment loss. The results of
the subsidiaries are accounted for by the Company on
the basis of dividends received and receivable at the
balance sheet date.

Minority interest represents the portion of the profit
or loss and net assets of a subsidiary attributable to
equity interests that are not owned by the Group and
are not the Group'’s financial liabilities.

Minority interests are presented in the consolidated
balance sheet within equity, separately from the
equity attributable to the equity holders of the
Company. Profit or loss attributable to the minority
interests are presented separately in the consolidated
income statement as an allocation of the Group’s
results. Where losses applicable to the minority
exceeds the minority interests in the subsidiary’s
equity, the excess and further losses applicable to the
minority are allocated against the minority interest to
the extent that the minority has a binding obligation
and is able to make an additional investment to cover
the losses. Otherwise, the losses are charged against
the Group’s interests. If the subsidiary subsequently
reports profits, such profits are allocated to the
minority interest only after the minority’s share of
losses previously absorbed by the Group has been
recovered.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.4 Associates

Associates are those entities over which the Group
is able to exert significant influence, generally
accompanying a shareholding of between 20%
and 50% of voting rights but which are neither
subsidiaries nor investment in a joint venture. In
consolidated financial statements, investment
in associates is initially recognised at cost and
subsequently accounted for using the equity method.
Under the equity method, the Group's interest in
the associate is carried at cost and adjusted for the
post-acquisition changes in the Group’s share of the
associate’s net assets less any identified impairment
loss, unless it is classified as held for sale (or included
in a disposal group that is classified as held for sale).
The consolidated income statement includes the
Group's share of the post-acquisition, post-tax results
of the associate for the year, including any impairment
loss on goodwill relating to the investment in
associate recognised for the year.

When the Group’s share of losses in an associate
equals or exceeds its interest in the associate, the
Group does not recognise further losses, unless it has
incurred legal or constructive obligations or made
payments on behalf of the associate. For this purpose,
the Group’s interest in the associate is the carrying
amount of the investment under the equity method
together with the Group’s long-term interests that in
substance form part of the Group’s net investment in
the associate.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.4 Associates (continued)

Any excess of the cost of acquisition over the Group’s
share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the associate
recognised at the date of acquisition is recognised as
goodwill. The cost of acquisition is measured at the
aggregate of the fair values, at the date of exchange,
of assets given, liabilities incurred or assumed and
equity instruments issued by the Group, plus any costs
directly attributable to the investment.

The goodwill is included within the carrying amount
of the investment and is assessed for impairment
as part of the investment. After the application of
equity method, the Group determines whether it is
necessary to recognise an additional impairment loss
on the Group's investment in its associates. At each
balance sheet date, the Group determines whether
there is any objective evidence that the investment in
associate is impaired. If such indications are identified,
the Group calculates the amount of impairment as
being the difference between the recoverable amount
(see note 3.12) of the associate and its carrying
amount.

Any excess of the Group's share of the net fair
value of the identifiable assets, liabilities and
contingent liabilities over the cost of acquisition,
after reassessment, is recognised immediately in the
income statement in the determination of the Group’s
share of the associate’s profit or loss in the period in
which the investment is acquired.



Notes to Financial Statements m Bl 78R & /2t

For the year ended 30 June 2008
HE-ZZ)\FEXA=+THILFE

= EEERBRBE®

3.4 HENT(E)

3.5

AEEERRE N RRR
VAN SR
35 HEAZR SR P (G B 2
NEEEBR - BRIERS
REZBBRBETEZEE
HIRRE - & RIS
AEREIE - M E D a
PrAE R IE/AE
BN RZEE S N LR
ZREMHERE - AR
AEEREREREA
i {5 R Bt = 2 A) 2 B 7% e
SRELVEFE - AL
ZEEREN SRR
AEEMAE—B

RARBMEERESR
o REBEERFNIRE TS
BRRASRATR B S BR
BERRZEBERARA

122 Y Y B B A S
E\E o
BERQT

BRELED—HANR
Pr BEEmBSEA EAL
ETR B ARES 2 LB
EB) o HREESITHIRE L
RE D KR 2
B YRENEZEBHE
B2 REE 15 ) B R
BAESARZEET —HA
ERLEFE -

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.4 Associates (continued)

3.5

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.
Where the associate uses accounting policies other
than those of the Group for like transactions and
events in similar circumstances, adjustments are
made, where necessary, to conform the associate’s
accounting policies to those of the Group when the
associate’s financial statements are used by the Group
in applying the equity method.

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

Joint ventures

A joint venture is a contractual arrangement whereby
two or more parties undertake an economic activity
that is subject to joint control. Joint control is the
contractually agreed sharing of control over an
economic activity, and exists only when the strategic
financial and operating decisions relating to the
activity require the unanimous consent of the
venturers.
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ACCOUNTING POLICIES (continued)

3.5 Joint ventures (continued)

In consolidated financial statements, investment in
jointly controlled entities are initially recognised at
cost and subsequently accounted for using the equity
method. Under the equity method, the Group’s
interest in the jointly controlled entities are adjusted
for the post-acquisition changes in the Group’s
share of the jointly controlled entity’'s net assets
unless it is classified as held for sale (or included in a
disposal group that is classified as held for sale). The
consolidated income statement includes the Group'’s
share of the post-acquisition, post-tax results of
the jointly controlled entities for the year, including
any impairment loss on goodwill relating to the
investment in jointly controlled entities recognised for
the year.

When the Group’s share of losses in a jointly
controlled entity equals or exceeds its interest in
the jointly controlled entity, the Group does not
recognise further losses, unless it has incurred legal or
constructive obligations or made payments on behalf
of the jointly controlled entities. For this purpose,
the Group’s interest in the jointly controlled entities
are the carrying amount of the investment under the
equity method together with the Group’s long-term
interests that in substance form part of the Group's
net investment in the jointly controlled entities.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

35

3.6

Joint ventures (continued)

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
entities. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment
of the asset transferred. Where the jointly controlled
entities use accounting policies other than those of
the Group for like transactions and events in similar
circumstances, adjustments are made to conform
the associate’s accounting policies to those of the
Group when the jointly controlled entities’ financial
statements are used by the Group in applying the
equity method.

Foreign currency translation

The financial statements are presented in Hong Kong
Dollars (“HK$"), which is also the functional currency
of the Company.

In the individual financial statements of the
consolidated entities, foreign currency transactions
are translated into the functional currency of the
individual entity using the exchange rates prevailing at
the dates of the transactions. At balance sheet date,
monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates
ruling at the balance sheet date. Foreign exchange
gains and losses resulting from the settlement of
such transactions and from the balance sheet date
retranslation of monetary assets and liabilities are
recognised in the income statement.
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ACCOUNTING POLICIES (continued)

3.6 Foreign currency translation (continued)

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair
value was determined and are reported as part of
the fair value gain or loss. Non-monetary items that
are measured in terms of historical cost in a foreign
currency are not retranslated.

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group's
presentation currency, have been converted into HK$.
Assets and liabilities have been translated into HK$
at the closing rates at the balance sheet date. Income
and expenses have been converted into HK$ at the
exchange rates ruling at the transaction dates, or at
the average rates over the reporting period provided
that the exchange rates do not fluctuate significantly.
Any differences arising from this procedure have been
dealt with separately in the exchange fluctuation
reserve in equity.

Other exchange differences arising from the
translation of the net investment in foreign entities
are taken to shareholders’ equity. When a foreign
operation is disposed of, such exchange differences
are recognised in the income statement as part of the
gain or loss on disposal.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.7 Revenue recognition

3.8

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

(i)

(ii)

(iii)

(iv)

from the sale of goods, when the significant
risks and rewards of ownership have been
transferred to the buyer, provided that
the Group maintains neither managerial
involvement to the degree usually associated
with ownership, nor effective control over the
goods sold. This is usually taken as the time
when the goods are delivered and the customer
has accepted the goods;

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

interest income, on a time proportion basis
using the effective interest method; and

dividend income, when the shareholder’s right
to receive payment is established.

Borrowing costs

All borrowing costs are expensed as incurred.
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Set out below are the accounting policies on goodwill
arising on acquisition of a subsidiary. Accounting for
goodwill arising on acquisition of investment in an
associate is set out in note 3.4.

Goodwill represents the excess of the cost of a
business combination over the Group’s interest in
the net fair value of the acquiree’s identifiable assets,
liabilities and contingent liabilities. The cost of the
business combination is measured at the aggregate
of the fair values, at the date of exchange, of assets
given, liabilities incurred or assumed, and equity
instruments issued by the Group, plus any costs
directly attributable to the business combination or
investment.

Goodwill is stated at cost less accumulated
impairment losses. Goodwill is allocated to cash-
generating units and is tested annually for impairment
(see note 3.12).
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.9

3.10

Goodwill (continued)

Any excess of the Group's interest in the net fair
value of the acquiree’s identifiable assets, liabilities
and contingent liabilities over the cost of a business
combination is recognised immediately in profit or
loss.

On subsequent disposal of a subsidiary, the
attributable amount of goodwiill capitalised is included
in the determination of the amount of gain or loss on
disposal.

Property, plant and equipment

Property, plant and equipment, other than
construction in progress, are stated at cost less
accumulated depreciation and any impairment losses.
The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the
asset to its working condition and location for its
intended use. Expenditure incurred after property,
plant and equipment have been put into operation,
such as repairs and maintenance, is normally charged
to the income statement in the period in which it is
incurred. 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 costs, such as repairs and
maintenance are charged to the income statement
during the financial period in which they are incurred.



Annual Report 2008 43§
Notes to Financial Statements m Bl 7% 3R 25 i3:

For the year ended 30 June 2008
HE-ZZ)\ERXA=1THILFE

= EEESTHRME s 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.10 Y% - BMENRE (E) 3.10 Property, plant and equipment (continued)

TEREEZEAIER
FHIABREMBERA
AE - FTAETESRET

THAE FAXERRR Bk
25 G fhET 7] A
FR(ABREERLE)
[EEFNE] FAXYEARR ok
33 F{hETAI A
FR(AREEEE)
HAEWHEEE FAOERK
4 F(HET A
FR(ABREERE)
RS R i 2% 10%-33%
B EEREE  17%
RE 25%

8Tk AR FAE
{6 % 7 68 P 46 B S MBI
HATAER URBE
Am e

Rl SR AR 2 HEK
BEEEZESD  /HE
BRBEEZMENEFE
NMEEEEZ 5 °

Depreciation is calculated on the straight-line basis
to write off the cost of each asset over its estimated
useful life. The principal annual rates used for this
purpose are as follows:

Factory Over the term of the leases
buildings or estimated useful lives
of 25 years, whichever is shorter

Commercial Over the term of the leases or
buildings estimated useful lives
of 33 years, whichever is shorter

Leasehold Over the term of the leases or
improvements  estimated useful lives of 4 years,

whichever is shorter
Plant and machinery 10%-33%
Furniture, fixtures and equipment 17%
Motor vehicles 25%

The depreciation method, assets’ residual values and
useful lives are reviewed, and adjusted if appropriate,
at each balance sheet date.

The gain or loss on disposal or retirement of an asset
recognised in the income statement is the difference
between the net sales proceeds and the carrying
amount of the relevant asset.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.10 Property, plant and equipment (continued)

Construction in progress represents asset
under construction and is carried at cost less
any accumulated impairment losses, and is not
depreciated. Cost comprises direct costs of
construction. Construction in progress is reclassified
to the appropriate category of property, plant and
equipment and depreciation commences when the
construction work is completed and the asset is ready
for use.

Investment property

Investment properties are land and/or buildings which
are owned or held under a leasehold interest to earn
rental income and/or for capital appreciation. These
include land held for a currently undetermined future
use.

When the Group holds a property interest under
an operating lease to earn rental income and/or
for capital appreciation, the interest is classified
and accounted for as an investment property on a
property-by-property basis. Any such property interest
which has been classified as an investment property is
accounted for as if it was held under a finance lease.

On initial recognition, investment property is
measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition,
investment property is stated at fair value. Fair value
is determined by external professional valuers, with
sufficient experience with respect to both the location
and the nature of the investment property. The
carrying amounts recognised in the balance sheet
reflect the prevailing market conditions at the balance
sheet date.

Gains or losses arising from either changes in the fair
value or the sale of an investment property is included
in the income statement for the period in which they
arise.
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EEEHBERBE® 3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.12 EERFE 3.12 Impairment of assets
WEEMB AR - M3 - B Goodwill arising on an acquisition of subsidiary,
EL:EE HELH  + property, plant and equipment, leasehold land/land
ﬁﬂ@ﬁﬁ% A IEENETIR use rights, interests in subsidiaries, associates and
iR RN = T bl == jointly controlled entities are subject to impairment
Z*&m?iﬁ’]?ﬁ%m 17 testing.
JREDRIE o
BREB A EMREED Goodwill are tested for impairment at least annually,
R HEBELGFHET— irrespective of whether there is any indication that
ORERIE - & HBRTR they are impaired. All other assets are tested for
BRAEISWEEE 2 impairment whenever there are indications that the
BREER  FTEEMEE asset’s carrying amount may not be recoverable.

BFETRER -

EEEZREERNEA An impairment loss is recognised as an expense
WEl&5ER SES5EE immediately for the amount by which the asset’s
REEBEEINER S carrying amount exceeds its recoverable amount.
X o AfEleERATF The recoverable amount is the higher of fair value,
B (REMIGEEREEE reflecting market conditions less costs to sell, and
A B REER 2 &S value in use. In assessing value in use, the estimated
o RN EEAEER - future cash flows are discounted to their present value
TEHAAS 2R 3R € R A FA BR using a pre-tax discount rate that reflects current
BIHTIE RITIH FEHIB(E - market assessment of time value of money and the
PAR FEE R TH % ¥ & 85 risk specific to the asset.

REE &% B E 2 ER
Bz 5F i o



Notes to Financial Statements m Bl 78R & /2t

For the year ended 30 June 2008
HE-ZZ)\FEXA=+THILFE

EEEBERBE ) 3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.12 EERE(E)

3.12 Impairment of assets (continued)
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For the purposes of assessing impairment, where
an asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the smallest
group of assets that generate cash inflows
independently (i.e. a cash-generating unit). As
a result, some assets are tested individually for
impairment and some are tested at cash-generating
unit level. Goodwill in particular is allocated to those
cash-generating units that are expected to benefit
from synergies of the related business combination
and represent the lowest level within the Group
at which the goodwill is monitored for internal
management purpose.

Impairment losses recognised for cash-generating
units, to which goodwill has been allocated, are
credited initially to the carrying amount of goodwill.
Any remaining impairment loss is charged pro rata to
the other assets in the cash-generating unit, except
that the carrying value of an asset will not be reduced
below its individual fair value less cost to sell, or value
in use, if determinable.

An impairment loss on goodwill is not reversed
in subsequent periods. In respect of other assets,
an impairment loss is reversed if there has been a
favourable change in the estimates used to determine
the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the
carrying amount that would have been determined,
net of depreciation or amortisation, if no impairment
loss had been recognised.



Annual Report 2008 43§
Notes to Financial Statements m Bl 7% 3R 25 i3:

For the year ended 30 June 2008
HE-ZZ)\ERXA=1THILFE

= EEESTHRME s 3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.13 #HE 3.13 Leases

WASKEEE —BLH (T An arrangement, comprising a transaction or a series
M —IER HE— R of transactions, is or contains a lease if the Group
SHRK) B R R R 5 5E determines that the arrangement conveys a right to
HEAER - B EEE use a specific asset or assets for an agreed period of
R EIAE E A —IE 5k time in return for a payment or a series of payments.
ZIEMNR - AZERES— Such a determination is made based on an evaluation
BHZIERXH 2 LZHER of the substance of the arrangement and is regardless
HEE—HEL  ZEE of whether the arrangement takes the legal form of a
DREHZ Tz BE AT lease.

A EL - R &% B
ELRBEAOEER

() HETAEEsEE (i)  Classification of assets leased to the Group

Z KR

AEEREE N 5E Assets that are held by the Group under leases
3 B P A 2 1B R ED which transfer to the Group substantially all the
73 [BLfg K2 [B1 3 2 85 7% risks and rewards of ownership are classified
EREECEETID as being held under finance leases. Leases
HRBERERER which do not transfer substantially all the risks
BZEE - REER and rewards of ownership to the Group are
RER S P R R K classified as operating leases.

EHREAKEHE

RRESKEHEE -
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.13 Leases (continued)

(ii)

(iii)

Operating lease charges as the lessee

Where the Group has the right to use the assets
held under operating leases, payments made
under the leases are charged to the income
statement on a straight-line basis over the lease
terms except where an alternative basis is more
representative of the time pattern of benefits
to be derived from the leased assets. Lease
incentives received are recognised in the income
statement as an integral part of the aggregate
net lease payments made.

Assets leased out under operating leases as the
lessor

Assets leased out under operating leases are
measured and presented according to the
nature of the assets. Initial direct costs incurred
in negotiating and arranging an operating
lease are added to the carrying amount of the
leased asset and recognised as an expense over
the lease term on the same basis as the rental
income.

Rental income receivable from operating leases
is recognised in profit or loss on a straight-
line basis over the periods covered by the lease
term, except where an alternative basis is more
representative of the time pattern of benefits
to be derived from the use of the leased asset.
Lease incentives granted are recognised in profit
or loss as an integral part of the aggregate net
lease payments receivable. Contingent rentals
are recognised as income in the accounting
period in which they are earned.
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3.14 TREE 3.14 Financial assets
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The Group’s accounting policies for financial assets
other than investments in subsidiaries, associates and
jointly controlled entities are set out below.

Financial assets are classified into the following
categories:

- financial assets at fair value through profit or
loss

- loans and receivables

- available-for-sale financial assets

Management determines the classification of its
financial assets at initial recognition depending on the
purpose for which the financial assets were acquired
and where allowed and appropriate, re-evaluates this
designation at every reporting date.

All financial assets are recognised when, and only
when, the Group becomes a party to the contractual
provisions of the instrument. Regular way purchases
of financial assets are recognised on trade date.
When financial assets are recognised initially, they are
measured at fair value, plus, in the case of investments
not at fair value through profit or loss, directly
attributable transaction costs.
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ACCOUNTING POLICIES (continued)

3.14 £REE (&) 3.14 Financial assets (continued)

W IE B E A 2 B2 Derecognition of financial assets occurs when the
EZENE MW EE rights to receive cash flows from the investments
BHEARBARE» Ak & expire or are transferred and substantially all of the
WU LB - BRI risks and rewards of ownership have been transferred.
REMEE - BiweS At each balance sheet date, financial assets are
FHEBRBRTEREED reviewed to assess whether there is objective evidence
KRE SREEEER of impairment. If any such evidence exists, impairment
SR E o A R E loss is determined and recognised based on the
BEFE  REBBER: classification of the financial asset.

BEED BB T MAER

(i) UAFEETAERZ (i) Financial assets or liabilities at fair value through
TREENBE profit or loss
A AFEFABE®Z Financial assets at fair value through profit or
TREERER AR loss include financial assets held for trading
EEEZEREE - and financial assets designated upon initial
VAR W12 RE R B 1 recognition as at fair value through profit or
TERARTERT AR loss.
MEalEEREE L Financial assets are classified as held for trading
FEBHEREER if they are acquired for the purpose of selling in
HE - BIPIRFEE the near term. Derivatives, including separated
BEo REMETLE embedded derivatives are also classified as
(BREBILZRNEN held for trading unless they are designated
ETA)EFEEER as effective hedging instruments or financial
RS T B sk B 5 1 guarantee contracts.

ALK - BRITRIIS

RERE -
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.14 Financial assets (continued)

(i) Financial assets or liabilities at fair value through

profit or loss (continued)

Where a contract contains one or more
embedded derivatives, the entire hybrid
contract may be designated as a financial asset
at fair value through profit or loss, except
where the embedded derivative does not
significantly modify the cash flows or it is clear
that separation of the embedded derivative is

prohibited.

Financial assets may be designated at initial
recognition as at fair value through profit or loss

if the following criteria are met:

- the designation eliminates or significantly
reduces the inconsistent treatment that
would otherwise arise from measuring the
assets or recognising gains or losses on

them on a different basis; or
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.14 Financial assets (continued)

(i)

Financial assets or liabilities at fair value through
profit or loss (continued)

- the assets are part of a group of financial
assets which are managed and their
performance evaluated on a fair value
basis, in accordance with a documented
risk management strategy and
information about the group of financial
assets is provided internally on that basis
to the key management personnel; or

- the financial asset contains an embedded
derivative that would need to be
separately recorded.

Subsequent to initial recognition, the
financial assets included in this category
are measured at fair value with changes
in fair value recognised in the income
statement.

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. Loans and receivables are subsequently
measured at amortised cost using the effective
interest method, less any impairment losses.
Amortised cost is calculated taking into account
any discount or premium on acquisition and
includes fees that are an integral part of the
effective interest rate and transaction cost.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.14 Financial assets (continued)

(iii)  Available-for-sale financial assets

Available-for-sale financial assets include
non-derivative financial assets that are either
designated to this category or do not qualify
for inclusion in any of the other categories of
financial assets. All financial assets within this
category are subsequently measured at fair
value. Gain or loss arising from a change in the
fair value is recognised directly in equity, except
for impairment losses (see the policy below) and
foreign exchange gains and losses on monetary
financial assets, until the financial asset is
derecognised, at which time the cumulative
gain or loss previously recognised in equity
would be recognised in the income statement.
Interest calculated using the effective interest
method is recognised in the income statement.
Upon disposal, the cumulative gain or loss
previously recognised in equity is transferred to

the income statement.

For available-for-sale investments in equity
securities that do not have a quoted market
price in an active market and whose fair value
cannot be reliably measured, they are measured
at cost less any identified impairment losses at
each balance sheet date subsequent to initial

recognition.
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3.14 SREE (&) 3.14 Financial assets (continued)

SRIEEZRE Impairment of financial assets
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At each balance sheet date, financial assets other
than at fair value through profit or loss are reviewed
to determine whether there is any objective evidence
of impairment. If any such evidence exists, the
impairment loss is measured and recognised as

HETE MERREESE follows:

() ZEBEEXATEZ () Financial assets carried at amortised cost
e BEEBRRAE If there is objective evidence that an impairment
SR K B WA R IE H B Rk loss on loans and receivables has been incurred,
B ABBEeERE the amount of the loss is measured as the
B Z BREEREGFR difference between the asset’s carrying amount
KBERE(TEIE and the present value of estimated future
REEZRKEEE cash flows (excluding future credit losses that
BIEEeMBEEZR have not been incurred) discounted at the
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financial asset’s original effective interest rate
(i.e. the effective interest rate computed at
initial recognition). The amount of the loss
is recognised in the income statement in the
period in which the impairment occurs.

If, in subsequent period, the amount of the
impairment loss decreases and the decrease can
be related objectively to an event occurring after
the impairment was recognised, the previously
recognised impairment loss is reversed to the
extent that it does not result in a carrying
amount of the financial asset exceeding what
the amortised cost would have been had the
impairment not been recognised at the date
the impairment is reversed. The amount of the
reversal is recognised in the income statement
in the period in which the reversal occurs.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.14 Financial assets (continued)

Impairment of financial assets (continued)

(i) Available-for-sale financial assets

When a decline in the fair value of an available-
for-sale financial asset has been recognised
directly in equity and there is objective evidence
that the asset is impaired, an amount is removed
from equity and recognised in the income
statement as impairment loss. That amount is
measured as the difference between the asset’s
acquisition cost (net of any principal repayment
and amortisation) and current fair value, less
any impairment loss on that asset previously

recognised in the income statement.

Reversals in respect of investment in equity
instruments classified as available-for-sale are
not recognised in the income statement. The
subsequent increase in fair value is recognised
directly in equity. Impairment losses in respect
of debt securities are reversed if the subsequent
increase in fair value can be objectively related
to an event occurring after the impairment loss
was recognised. Reversal of impairment losses
in such circumstances are recognised in the

income statement.
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3.14 £REE (&) 3.14 Financial assets (continued)
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Impairment of financial assets (continued)

(i) Financial assets carried at cost

BEBESENE The amount of impairment loss is measured as
B E 2 BREE SR the difference between the carrying amount
@& E2EF B of the financial asset and the present value
BIRESMILIA R TS of estimated future cash flows discounted at
B3R X ARIR 2 FRE/ the current market rate of return for a similar
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3.15

3.16

financial asset. Such impairment losses are not
reversed in subsequent periods.

Inventories

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

Accounting for income taxes

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, fiscal authorities
relating to the current or prior reporting period,
that are unpaid at the balance sheet date. They are
calculated according to the tax rates and tax laws
applicable to the fiscal periods to which they relate,
based on the taxable profit for the year. All changes
to current tax assets or liabilities are recognised as

BEXBBZEEFHHES a component of income tax expense in the income
WaRPAEBAS 2 — statement.
o e
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Deferred tax is calculated using the liability method
on temporary differences at the balance sheet date
between the carrying amounts of assets and liabilities
in the financial statements and their respective tax
bases. Deferred tax liabilities are generally recognised
for all taxable temporary differences. Deferred tax
assets are recognised for all deductible temporary
differences, tax losses available to be carried forward
as well as other unused tax credits, to the extent that it
is probable that taxable profit will be available against
which the deductible temporary differences, unused
tax losses and unused tax credits can be utilised.

Deferred tax assets and liabilities are not recognised
if the temporary difference arises from goodwill or
from initial recognition (other than in a business
combination) of assets and liabilities in a transaction
that affects neither taxable nor accounting profit or
loss.

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

Deferred tax is calculated, without discounting, at
tax rates that are expected to apply in the period the
liability is settled or the asset realised, provided they
are enacted or substantively enacted at the balance
sheet date.

Changes in deferred tax assets or liabilities are
recognised in the income statement, or in equity
if they relate to items that are charged or credited
directly to equity.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.17

3.18

3.19

Cash and cash equivalents

Cash and cash equivalents include cash at bank and
in hand, demand deposits with banks and short term
highly liquid investments with original maturities
of three months or less that are readily convertible
into known amounts of cash and which are subject
to an insignificant risk of changes in value. For the
purpose of cash flow statement presentation, cash
and cash equivalents include bank overdrafts which
are repayable on demand and form an integral part of
the Group’s cash management.

Share capital and share premium

Ordinary shares are classified as equity. Share capital
is determined using the nominal value of shares that
have been issued.

Share premium includes any premiums received
on the issue of share capital. Any transaction costs
associated with the issuing of shares are deducted
from share premium (net of any related income tax
benefit) to the extent they are incremental costs
directly attributable to the equity transaction.

Employee benefits
Pension scheme

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

Prior to the MPF Scheme becoming effective, the
Group operated a defined contribution retirement
benefits scheme (the “Prior Scheme”) for those
employees who were eligible to participate in this
scheme. The Prior Scheme operated in a similar way to
the MPF Scheme, except that when an employee left
the Prior Scheme before his/her interest in the Group’s
employer contributions vested fully, the ongoing
contributions payable by the Group were reduced
by the relevant amount of the forfeited employer’s
contributions.

The employees of the subsidiaries which operate in
the People’s Republic of China except Hong Kong and
Macau (“Mainland China”) are required to participate
in a retirement benefits scheme (the “RB Scheme”)
operated by the local municipal government. These
subsidiaries are required to contribute a certain
percentage of their payroll to the RB Scheme to
fund the benefits. The only obligation of the Group
with respect to the RB Scheme is to pay the ongoing
required contributions under the RB Scheme.
Contributions under the RB Scheme are charged to
the income statement as they become payable in
accordance with the rules of the RB Scheme.

Short-term employee benefits

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result
of services rendered by employees up to the balance
sheet date.

Non-accumulating compensated absences are not
recognised until the time of leave.
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The Group’s financial liabilities include bank loans
and overdrafts, accruals, trade and other payables,
balances with associates, jointly controlled entities
and a related party and loans from minority
shareholders. They are included in balance sheet
line items as “Trade payables”, “Bank loans and
overdrafts, secured”, “Due to associates”, “Due to
a related party”, “Due to jointly controlled entities”,
“Loans from minority shareholders” and “Other
payables and accruals”.

Financial liabilities are recognised when the Group
becomes a party to the contractual agreements of the
instrument. All interest related charges are recognised
as an expense in the income statement.

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

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



Notes to Financial Statements m Bl 7% 3R 25 i3:

For the year ended 30 June 2008
HE-ZZ)\ERA=THILEFE

Annual Report 2008 4 =f

= EEESBRBE

3.20 £@AE#E)

(a)

b)

{EEMFRAFEH
R PR © B
BIEEREHK AT
AR TS F00R (kR
RHA) B E
ERZ EREENE
EHAERERNE
AR EE R IR ©

BEERBEARPE
B BRIFAEEER
BRI TREE A
AL+ —EARK

BfE -

Htt 2R 18

Hit SR B EYIF A
NP ERER - ERZ
BRA AT B A
SHAC MBS

3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.20 Financial liabilities (continued)

(@)  Borrowings

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.

(b)  Other financial liabilities

Other financial liabilities are recognised initially
at their fair value and subsequently measured
at amortised cost, using the effective interest

method.
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3.21 BERIAEE 3.21 Provisions and contingent liabilities
WMAEEEBREZEHE Provisions are recognised when the Group has a
ifﬁﬁiﬁ@i?&iﬁ T present obligation (legal or constructive) as a result of

A g B B A R R &R a past event and it is probable that a future outflow
t|:'n LAJ@?TEEI B AT of resources will be required to settle the obligation
SEhET - BIRERRES s o e and a reliable estimate can be made. Where the time
cHREFRBEBEAXN @ AliZ value of money is material, provisions are stated at the
TEHAE 1T B A ER T A present value of the expenditure expected to settle
X 2B ERE - the obligation.

FERERNE—HEEBR All provisions are reviewed at each balance sheet date
SN UIRBERZ and adjusted to reflect the current best estimate.

REEME

e BB TS EE Where it is not probable that an outflow of economic
OB R R SkoRaER benefits will be required, or the amount cannot
SEMEEt2E - ABEBE be estimated reliably, the obligation is disclosed
BEEBRRIAEE K as a contingent liability, unless the probability of
FE 4SO F 2507 2 AT gE M outflow of economic benefits is remote. Possible
RIE - EETHERR obligations, whose existence will only be confirmed
P 3R — {2k 25 & I K B by the occurrence or non-occurrence of one or more
7N & B 5T il B9 1505 T Al A uncertain future events not wholly within the control
EEZER  TRERK of the Group are also disclosed as contingent liabilities
NBE  BRIFLETR =R unless the probability of outflow of economic benefits
2 AT B AR © is remote.

IABEREEESIERE Contingent liabilities are recognised in the course
XBEHKITBBEEER of the allocation of purchase price to the assets
BEZBEPER ZE and liabilities acquired in a business combination.
BEVNFIRKEBRBZEA They are initially measured at fair value at the date
FEFTE - HigR EXFAT of acquisition and subsequently measured at the
A B R EBEEERERE higher of the amount that would be recognised in
R R R AR R a comparable provision as described above and the
ST (AERERE) 2 amount initially recognised less any accumulated

BR&ERTE - amortisation, if appropriate.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.22

3.23

Financial guarantee contracts

A financial guarantee contract is a contract that
requires the issuer (or guarantor) to make specified
payments to reimburse the holder for a loss it incurs
because a specified debtor fails to make payment
when due in accordance with the terms of a debt
instrument.

Financial guarantee contracts in the scope of
HKAS 39 are accounted for as financial liabilities. A
financial guarantee contract is recognised initially at
its fair value plus transactions costs that are directly
attributable to the acquisition or issue of the financial
guarantee contract, except when such contract
is recognised at fair value through profit or loss.
Subsequent to initial recognition, the Group measures
the financial guarantee contract at higher of: (i) the
amount determined in accordance with HKAS 37
“Provisions, Contingent Liabilities and Contingent
Assets”; and (ii) the amount initially recognised
less, when appropriate, cumulative amortisation
recognised in accordance with HKAS 18 “Revenue”.

Dividends

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

Interim dividends are simultaneously proposed and
declared, because the Company’s memorandum and
articles of association grant the directors the authority
to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability
when they are proposed and declared.
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In accordance with the Group’s internal financial
reporting, the Group has determined that business
segments be presented as the primary reporting
format and geographical segments as the secondary
reporting format.

In respect of business segment reporting, unallocated
costs include corporate expenses and other expenses
that cannot be allocated on a reasonable basis to the
reportable segments. Segment assets consist primarily
leasehold land/land use rights, investment properties,
property, plant and equipment, inventories,
receivables and operating cash. Segment liabilities
comprise operating liabilities and exclude items such
as taxation and certain corporate borrowings.

Capital expenditure comprises additions to property,
plant and equipment, including additions resulting
from acquisitions through purchases of subsidiaries.

In respect of geographical segment reporting, revenue
is based on the country in which the customer is
located and total assets and capital expenditure are
where the assets are located.



Notes to Financial Statements m B 753 &

For the year ended 30 June 2008
HE-ZZ)\ERA=1THILEFE

Annual Report 2008 4 =f

B &

= EEESBRBE

3.25 EEAL

HEASEAREZALT

5

(i)

REBEERRES
i@ — {3k % & &
A

|
e
=g

R

ik
I\
file

Y
il

r

B X
i}
ot &8 mi

niE |\
Ny
i

- M

@
N
/|
|
N
N
RS

- REERE
AR E T
RS P
EARES

- REEBAR
R

FZAT TR E 2 B
BAL:

ZALTHAKERE

BHZAEAT

FZATTIARRERE
BRAIZEBEEA
=

Z AL T btk
(iv) /ATt 2 K iR 3k
ERHEA ZBEZY)
& :

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.25 Related parties

Parties are considered to be related to the Group if:

(iii)

(iv)

directly, or indirectly through one or more
intermediaries, the Group:

- controls, is controlled by, or is under
common control with, the entity;

- has an interest in the entity that gives it
significant influence over the entity;

- has joint control over the entity;

the party is an associate of the Group;

the party is a joint venture in which the Group is
a venturer,

the party is a member of the key management

personnel of the Group or its parent;

the party is a close member of the family or any
individual referred to in (i) or (iv);
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ACCOUNTING POLICIES (continued)

3.25 Related parties (continued)

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

(vii) the party is a post-employment benefit plan for

8RR sk BE AR (= A Y the benefit of employees of the Group, or of any
EzEMNERRERE entity that is a related party of the Group.
MR 2 BB R
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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:
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AND JUDGEMENTS (continued)

Fair value of investment properties

The investment properties of the Group were stated at
fair value in accordance with the accounting policy stated
in note 3.11. The fair value of the investment properties
are determined by an independent professional valuer,
Chung, Chan & Associates, and the fair value of investment
properties are set out in note 17 to the financial statements.
Such valuations were based on certain assumptions, which
are subject to uncertainty and might materially differ from
the actual results.

In making the judgement, reasonable consideration has
been given to the underlying assumptions that are mainly
based on market conditions existing at the balance sheet
date. These estimates are regularly compared to actual
market data and actual transactions in the market.

Estimation of impairment losses of available-for-sale
financial assets

For available-for-sale financial assets, a significant or
prolonged decline in fair value below cost is considered to
be objective evidence of impairment. Judgement is required
when determining whether a decline in fair value has been
significant and/or prolonged. In making this judgement, the
historical data on market volatility as well as the price of the
specific investment are taken into account. The Group also
takes into account other factors, such as industry and sector
performance and financial information regarding the issuer/
investee.
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AND JUDGEMENTS (continued)

Provision for impairment of receivables

The policy for the provision for impairment of receivables of
the Group is based on the evaluation of collectability and
aging analysis of accounts and on management’s judgment.
A considerable amount of judgment is required in assessing
the ultimate realisation of these receivables, including the
current creditworthiness, the collateral security and the past
collection history of each client. If the financial conditions
of client of the Group, on whose account provision for
impairment has been made, were improved and no
impairment of their ability to make payments were noted,
reversal of provision for impairment may be required.

Estimate of current tax and deferred tax

The Group is subjected to taxation in various jurisdictions.
Significant judgement is required in determining the
amount of the provision for taxation and the timing of
payment of the related taxation. Where the final tax
outcome is different from the amounts that were initially
recorded, such differences will impact the income tax
and deferred tax provisions in the periods in which such
determination are made.



Annual Report 2008 4 =f

Notes to Financial Statements m Bl 7% 3R 25 i3:

For the year ended 30 June 2008
HE_ZZN\FA=+tHLFE

M~ B &g sl A R AE
(%)

{h st ENHARL 18 IR AE R IE (42)

RAFANEERYFEREBE -
BERBRE ([ HBRHE]) EFZA
EEETHBARZMIEEH -
RERB B BEZNENER -
RAREERBAR TZ%)EEIET?E
BEANDEEFRE - RZZTZE
FRA=1H8 - Al Lfﬂ%%%
ZmE  AREEBASENA
11,620,000 BT 2 fEFiF

FR - ARAR—RHERBRRE
BRRBREFEMEZLR -
BHBZENIFREERERE R
BAEMBGRET RIEZBEZ
BR - ARREFRR/ERAER

A R AN SR (B 2 B A5 AR 0 R A
EAFE -

FERE

ERERBHFE 2 BES
%EH~; AEEBNEFE 2 RIEK
ﬂ*ﬁlﬂﬂ_ I REEEEEE
""""" SIFEFLER - RETHHA
ﬁé‘ﬁﬂjmzﬁﬁkiﬂﬁﬁ ERE
T & B3 A 2 IR - BT
ZAERRIMESE -

CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (continued)

Estimate of current tax and deferred tax (continued)

During the year and up to the date of these financial
statements, the Inland Revenue Department (“IRD") of
Hong Kong is in the process of reviewing the tax affairs
of certain subsidiaries of the Group. After taking into
account the development of the IRD’s review to date,
the directors of the Company are of the opinion that the
Group’s tax provision is fairly presented. As at 30 June
2008, in relation to the aforementioned IRD'’s review, the
Group has purchased a tax reserve certificate amounting to
approximately HK$11.62 million.

During the year, the Company and a subsidiary were
selected for a field audit by the IRD. The field audit is
at a preliminary stage and after taking into account the
development of the IRD’s field audit to date, the directors
of the Company are of the opinion that there should not be
any material impact on the Company’s and the Group’s tax
positions.

Provision for inventories

In determining the amount of allowance required for
obsolete and slow-moving inventories, the Group would
evaluate ageing analysis of inventories and compare the
carrying value of inventories to their respective net realisable
value. A considerable amount of judgement is required
in determining such allowance. If conditions which have
impact on the net realisable value of inventories deteriorate,
additional allowances may be required.
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SEGMENT INFORMATION

Segment information is presented by way of two segment
formats: (i) on a primary segment reporting basis, by
business segment; and (ii) on a secondary segment
reporting basis, by geographical segment.

The Group’s operating businesses are structured and
managed separately, according to the nature of their
operations and the products and services they provide. Each
of the Group’s business segments represents a strategic
business unit that offers products and services which are
subject to risks and returns that are different from those of
other business segments. Summary details of the business
segments are as follows:

(@)  design, manufacturing, marketing and trading of fine
jewellery and diamonds;

(b)  property investment; and

(c) investment.

In determining the Group’s geographical segments,
revenues are attributed to the segments based on the

location of the customers and assets are attributed to the
segments based on the location of the assets.
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SEGMENT INFORMATION (continued)

= The following tables present revenue, profit and
) certain asset, liability and expenditure information for
the Group’s business segments.

Fit B EEREE
KEEHRER
Design, manufacturing,
marketing and trading of VEST & &a
fine jewellery and diamonds  Property investment Investment Consolidated
2008 2007 2008 2007 2008 2007 2008 2007
FET FEr T AT FA7 737 TA7 AT
HKS$'000 HK$'000  HKS$'000 HK$'000  HK$'000 HK$'000 HK$'000 HK$'000
HHA - Segment revenue:
HET /i Sales tolrevenue from
ASNRAL external parties 1,462,746 1,594,786 31,464 31,883 3472 5511 1,497,682 1,632,180
R Segment resuls 24,250 34558 108,025¢  241,425¢ (2518) 2146 129757 278129
AARFR Unallocated expenses (6,416) (2463)
@exkiar Profit from operations 12331 275,666
HARA Finance costs (19733)  (17,636)
JEISENAIEE  Share of results of associates (681) (550)
AR Share of resuls of jointly
BEsE controlled entities (1,854) 2314

BEER AR Profit before income tax 101,03 259,79
SRR Income tax expense (13.985)  (52,89%)
ERRH Profit for the year 87088  206,3%
* REMEZRATEEZH @ The changes in fair value of investment properties of

81,445,000 L (=TT L F :
216,765,000 7% 70) B [¥13%
B 2EBDB2ABEBERNE

# -

HK$81,445,000 (2007: HK$216,765,000) were included in
the segment results of the business segment of “Property
investment”.
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5. SEGMENT INFORMATION (continued)

() HEXK2I(E) (a) Business segment (continued)
Fit 8 EEREE
RESHRER
Design, manufacturing,
marketing and trading of NERE RE &a
fine jewellery and diamonds  Property investment Investment Consolidated
2008 2007 2008 2007 2008 2007 2008 2007
FEr AT FEr AT FAr AT FAr AT
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
PHAE Segment assets 619230 640983 753,748 778287 27,369 41851 1400347 1461121
PEENTZES  Interests in associates 3,606 4,029
RARMEGEE  Interestsin ointly

Qe controlled entities 131,978 96,969
AOREE Unallocated assets 137802 120912
EEEE Total assets 1673773 1,683,031
HHEE Segment liabilities 236,222 250,733 9,765 152,059 354 304 26,31 403,09
BTETRE  Bank loans and overdrafts,

RER secured 43219 358779
AORER Unallocated liahlites 85580 120966
afegd Total liabilties 795200 882,841
HH AR - Other segment information:

Vi Depreciation 8,855 10,156 "2 12 59 56 9,026 10,324
e/t Amortisation on leasehold

Rl landand use rights 239 239 - - - - 239 239
FREFX Non-cash expenses 17,408 5,807 - - - 11,827 17,408 17,654
BARR Capital expenditure 7459 5,242 - 78,190 - 357 7459 83,789
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B EERE) 5. SEGMENT INFORMATION (continued)
(b) thEDH (b) Geographical segment
(i) TRIMRMETSE ()  The following table provides an analysis of
REE 2 WAEL S the Group's revenue by geographical market,
o HEMRRSE 2 irrespective of the origin of the goods and
Dbk services.
hETEZHEWA

Sales revenue by
geographical market

2008 2007
FET TET
HK$’000 HK$°000
b North America 762,303 780,589
&M Europe 499,675 611,870
EB Hong Kong 225,828 222,039
E A b [% Other locations 9,876 17,682
1,497,682 1,632,180
@iy PDEEERERHL (i) The following is an analysis of the carrying
ZERHERSHEE amount of segment assets and capital
FT 18 b [& 2 5 A 40 expenditure, analysed by the geographical area

e in which the segment assets are located.

DEEEZREE
Carrying amount of EREZ
segment assets Capital expenditure

2008 2007 2008 2007
FET FET FET TFET
HK$’000 HK$°000 HK$’000 HK$°000
b North America 132,222 143,513 - =
B Europe 107,168 118,584 1,536 92
e Hong Kong 937,098 981,961 318 79,904
GAIEPN Mainland China 218,971 212,852 5,605 3,776
Hfbin[= Other locations 4,888 4,211 - 17
1,400,347 1,461,121 7,459 83,789

[v¥]
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U &

Weas (BIASR B2 2588 4840
BRREMESTMREER
ZEBREFE HeBAER A
BUWARIZE ZBBIN °

AEBKE 2 T

6. REVENUE

Revenue, which is also the Group’s turnover, represents

1= 0O

B the net invoiced value of goods sold, after allowances for

returns and trade discounts, gross rental income, interest
income and dividend income from investments.

An analysis of the Group’s revenue is as follows:

2008 2007
FET FAET
HK$000 HK$°000
HESm Sale of goods 1,462,746 1,594,786
HEWAERE Gross rental income 31,464 31,883
AEUA Interest income 2,780 4,404
"EZREWA Dividend income from investments 692 1,107
1,497,682 1,632,180
A= %:N 7. FINANCE COSTS
2008 2007
FET FAET
HK$000 HK$'000
ERAFABEEEZ Interest expense on bank loans and
RITERREZZ overdrafts wholly repayable
MEFX within five years 2,782 2,715
AR FIRERZIRIT Interest expense on bank loans repayable
BERFERAL over five years 16,951 14,921
19,733 17,636
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8. PROFIT BEFORE INCOME TAX

2008 2007
FET FET
HK$000 HK$'000

AEERAEHANEFIEME,/  The Group's profit before income tax

(FIA)VATIEE 250 is arrived at after charging/(crediting):
BHEFERAK Cost of inventories sold 1,292,926 1,387,891
REMERS WA FERE Gross rental income from investment properties (31,464) (31,883)
REMESEL M Outgoings in respect of investment properties 2,668 1,986
KEME WA FRE Net rental income from investment properties (28,796) (29,897)
W% - BEREETE Depreciation of property, plant and

(Hit+7) equipment (note 15) 9,026 10,324
&L,/ L S Amortisation of leasehold land/land

(Bt 1) use rights (note 16) 239 239
RS EHE TR Minimum lease payments under

BFZHEEEMNR operating leases on land and buildings 5,171 6,683
it Giltica Auditors’ remuneration 997 782
78 (BE) / Bis* (Write back)/Provision against inventories* (3,342) 2,497
fTEemIANTERE/ Fair value losses/(gains) on derivative

(Yozs) financial instruments

—RHERAY — forward currency contracts = (312)

—FEHHEL — interest rate swap contracts 39 522
nE - BERFERERE Provision for impairment of property, plant

(B2 1+2)** and equipment (note 15) ** - 2,629
NEl ey Net foreign exchange gains (2,197) (5,690)

A ESREERNERSE Impairment loss on available-for-sale financial assets 3,865 146
REOERTERE/ (BR) Provision/(Write back) for long-term receivables 1,195 (363)
R — A F | B B 5 0R Provision for impairment on an amount due

RERE T =1) from a jointly controlled entity (note 20) - 11,670
HERS T,/ TubFHEERE  Gain on disposal of leasehold land/land use rights ®3) =
HENE « BE K& Loss/(Gain) on disposal of property, plant

iR/ (k) and equipment 45 (104)
i g Bad debts written off 2,227 81
JE U — PRl & 1\ Rl R IE M8 Amount due from an associate written off 1,070 620
B HEUGURRE/ (BR) Provision/(Write back) for trade receivables 9,006 (5,088)
ROREBRE S RIFERD Write back of long outstanding payables (1,232) =
[E(f — % BB A FUB A Write back of amount due to a related party (103) =

* AEREFEER) BEE *
NGB W ERZ[HERAIA

W BERREBRERRE o
BIIAGRE KR [ Mg

BRIA-

income statement.

consolidated income statement.

(Write back)/Provision against inventories for the year was
included in “cost of sales” on the face of the consolidated

The provision for impairment of property, plant and equipment
was included in “other operating expenses” on the face of the
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(=2

EBFNEMIIARNEEZERES
EAE 2t ERBE MR X
16.5% (ZZZ+H4F : 17.5%) 5t
& o Hthih[E FERRR R 2 B A
LAREEEE 2 @R R A RIR
FEAZHENE  WREZE
AEME 2 IRITED - 2ERIE
BIfEH -

Hong Kong profits tax has been provided at the rate of
16.5% (2007: 17.5%) on the estimated assessable profits
arising in Hong Kong during the year. Taxes on profits
assessable elsewhere have been calculated at the applicable
rates of tax prevailing in the jurisdictions in which the Group
operates, based on existing legislation, interpretations and
practices in respect thereof.

2008 2007
FBT FET
HK$000 HK$°000
BNHA Current tax

B Hong Kong 10,108 8,982
AR FIEHBRE R Over provision in prior years (9,554) (137)
554 8,845

RERIB (et =+=) Deferred tax (note 32)
REF Current year 15,982 44,053
AR TRREA Attributable to decrease in tax rate (2,551) =
13,431 44,053
REEIAR H A2 Total tax charge for the year 13,985 52,898

BEBERITREBAEMGE =F
ENEZNFRERFERL B
7S 15 BB XK B 17.5% B =
16.5% ° FH It B EFEH Rk
EFRIEE BETVRBEFFE 16.5%
A& -

The Hong Kong SAR Government enacted a reduction in
the Profits Tax Rate from 17.5% to 16.5% with effect from
the year of assessment 2008/09. Accordingly, the relevant
profits tax and deferred tax liabilities have been calculated
using the new tax rate of 16.5%.
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9. INCOME TAX EXPENSE (continued)

Reconciliation between tax expense and accounting profit

STEREER at applicable tax rates:
2008 2007
FET FET
HK$°000 HK$'000
BRETSH Al @ 1) Profit before income tax 101,073 259,794
B AR M IRIREE Tax on profit before taxation, calculated at the
T 16.5% statutory rate of 16.5%
(Z2Z+5F :175%) (2007: 17.5%) 16,677 45,464
PAEL A R ERE [ 2 3 2 [ Effect of different tax rates of subsidiaries
BRARTRME 2 & operating in other jurisdictions (2,261) (759)
FEIGBEE AR EE 2B ZE  Tax effect of share of results of associates 112 9
FEEHREHI TS Tax effect of share of results of
ZIg 2 jointly controlled entities 306 (405)
NAHNF S 2 HRs o 2 Tax effect of non-deductible expenses 1,950 5,093
FRRTRIMA 2 s 5 2 Tax effect of non-taxable revenue (4,946) (2,395)
SEEBREFERBER Tax effect of prior years' tax losses
2GR E utilised this year (844) (497)
AEEHRLERER Tax effect of temporary differences
ZIGEE recognised this year 9,366 -
FAEREREAZMETE  Tax effect of temporary differences not recognised 58 3,679
AERBMBBRE BB E  Tax effect of tax losses not recognised 5,672 2,759
REERERESI BB Effect on opening deferred balances resulting
BIERE T E from a decrease in tax rate during the year (2,551) =
A F SRR Over provision in prior years (9,554) (137)
REEFIES M Tax charge for the year 13,985 52,898

PROFIT ATTRIBUTABLE TO THE
EQUITY HOLDERS OF THE COMPANY

T ARFAEEHEARE 10.
1 i 7

ZNYNECIR - Ea %ﬁ)\ﬂﬂa RE
783,477,000 T( Z &2 ZT +
£ : 113,986,000/ jT ) A
AR BRERERE 2 & H A
19,299,000 L (=T F :
21,399,000787T) °

Of the consolidated profit attributable to the equity
holders of the Company of HK$83,477,000 (2007:
HK$113,986,000), a profit of HK$19,299,000 (2007:
HK$21,399,000) has been dealt with in the financial
statements of the Company.
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+— B2 11. DIVIDENDS
@ AEEENARAERR (@) Dividends payable to the equity holders of the
BARE Company attributable to the year:
2008 2007
FEr FET
HK$’000 HK$'000
FHE - SIRE@A%0.010/8 7 Interim - HK$0.010 (2007: HK$0.010)
(ZZZ+HF :0.010/87T) per ordinary share 2,798 2,798
BORAR R — R Proposed final — HK$0.015 (2007: HK$0.020)
0.015 BT (ZFTLF per ordinary share
0.020/87T) 4,197 5,596
6,995 8,394
I The final dividend proposed after the balance sheet date has

EERRERN 2 K
REXEERRGEERLZ
BE BEERBRAEEC
ZENFRA=THILF
[ 2 (RE G FIFER

() AFEEHEREXMNZ
- BEERNARF

not been recognised as a liability at the balance sheet date,
but reflected as an appropriation of retained profits for the
year ended 30 June 2008.

Dividends payable to the equity holders of the Company
attributable to the previous financial year, approved and

A AR B, paid during the year:
2008 2007
FET FET
HK$’000 HK$'000
AEEEHAEREINZ Final dividend in respect of the previous
F—BEE 2 RBERE financial year, approved and paid during
BhkEiEA0.020/87T the year, of HK$0.020 per ordinary share
(ZZT+F  FREER (2007: HK$0.030 per ordinary share)
0.030/#7T) 5,596 8,394
+= - -BlEER 12. EARNINGS PER SHARE

BRERNZFTIRE AR A
WA AR AN FE AT
83,477,000 T ( — T T+ &F :
113,986,0007870) R FNE 21T
A% 279,800,031 iR ( ZEZE+
£ : 279,800,031 %) 5+ & o

REZE_TEN\EFER_ZTZT+F
NA=ZTHILFE AR E
BETER - &S| R
SERAF o

The calculation of basic earnings per share is based on the
net profit attributable to the equity holders of the Company
for the year of HK$83,477,000 (2007: HK$113,986,000),
and 279,800,031 (2007: 279,800,031) ordinary shares in
issue during the year.

No diluted earnings per share amounts are shown as the
Company has no potential ordinary shares for the years
ended 30 June 2008 and 2007.
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+m

- EEBEMMBAZ(E  13. EMPLOYEE BENEFIT EXPENSES
MEEME - M (INCLUDING DIRECTORS’

+m) EMOLUMENTS - NOTE 14)

2008 2007

FET FET

HK$’000 HK$°000

ITERF® Wages and salaries 94,045 98,750

RIRE A —ETEHFETE] Pension costs — defined contribution plans 5,836 5,339

L BN R Less: Forfeited contributions (25) (16)

99,856 104,073

0 Wil DNE NG - S )
—BEANTKEEzEEHEm

14. DIRECTORS’' REMUNERATION
AND SENIOR MANAGEMENT'S
EMOLUMENTS

Directors’ remuneration disclosed pursuant to the Listing
Rules and Section 161 of the Hong Kong Companies

™ Ordinance is as follows:
REE
Group
2008 2007
FET FETT
HK$’000 HK$'000
e Fees:
B IEHITEE Independent non-executive directors 217 200
BEMsiTESH Other executive directors’ emoluments:
e RMEEDN = Salaries, allowances and benefits in kind 5,345 5,276
TE4T Bonus 2,492 2,374
RIRETEIER R Retirement scheme contributions 241 237
8,078 7,887
8,295 8,087

O
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+M- EEMERSRE 14. DIRECTORS’ REMUNERATION
EAEZEHM =) AND SENIOR MANAGEMENT'S

EMOLUMENTS (continued)
Br EXCATIEERE SN - RMEEE

Save as disclosed above, none of the executive, non-

(=)

NBERITES - FRTEFK
B IFTESWEUE RS

HibmEsE -

BE_TT)\FR-_TZTLFRN
A=TRHIFE - RERERE|
HEESZMESEHINT :

executive or independent non-executive directors received
any fees or other reimbursements or emoluments for both

years.

The emoluments of each director, on a named basis, for the
years ended 30 June 2008 and 2007 are set out below:

2008
e 2B RIK
we  REWIG 4 SRR A5t
Salaries,
allowances Retirement
and benefits scheme
Fees in kind Bonus contributions Total
FET FET FET FET FET
HK$’000 HK$'000 HK$'000 HK$’000 HK$'000
HTES: Executive directors:
PREE= Chan Sing Chuk, Charles - 3,500 890 158 4,548
)3 Cheng Siu Yin, Shirley - 960 1,020 43 2,023
REH Chan Wai Kei, Vicki - 435 275 20 730
PBRIESL Chan Wai Lap, Victor - 450 307 20 777
FBTES Non-executive directors:
KEE Chu Wai Kok 50 - - - 50
2R (Hiita) Leung Hai Ming, Raymond (note a) 50 - - - 50
BUEHTES:  Independent non-executive
directors:
HHEE Wong Kai Cheong 50 - - - 50
FER Yu Shiu Tin, Paul 50 - - - 50
BRIWE (fr2b) Chan Ping Kuen, Derek (note b) 17 = = = 17
“TEN\FE Total 2008 217 5,345 2,492 241 8,295
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14. DIRECTORS' REMUNERATION
AND SENIOR MANAGEMENT’S
EMOLUMENTS (continued)

;ﬂ'%‘
I
N
B
Za
SFS
i

2007
5% 28 RIK
we REDIR TEAT ST st
Salaries,
allowances Retirement
and benefits scheme
Fees in kind Bonus  contributions Total
FET FHT FET FET FATL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HTES: Executive directors:
BRE= Chan Sing Chuk, Charles - 3,500 710 158 4,368
&/ Cheng Siu Yin, Shirley - 960 1,118 43 2,121
R Chan Wai Kei, Vicki - 408 278 18 704
Bz Chan Wai Lap, Victor - 408 268 18 694
FHTES Non-executive director:
KEE Chu Wai Kok 50 - - - 50
BUEHTES:  Independent non-executive
directors:
289 Leung Hai Ming, Raymond 50 = = = 50
HEE Wong Kai Cheong 50 = = = 50
REX Yu Shiu Tin, Paul 50 = = = 50
“ETLF Total 2007 200 5,276 2,374 237 8,087

FAMBESEHEXFBNEL

BN 2 2Bk

FR - AEEYEAEEMME
MM ERIMAIRIALEE
By 2 SE B BRI AR 1 o

wisz :

@ REAR-_ZTZLF+_H
“tN\EHBIFRTESRH
EARARFRITES A2
RZZZEN\E+ A+ BEESR
NRAPEITES °

() BRAER-_ZZNF=ALH
BEZERKRARBILIERNITE

=o

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

During the year, no emoluments were paid by the Group to
the directors as an inducement to join, or upon joining the
Group, or as compensation for loss of office.

Note:

(a)

(b)

Leung Hai Ming, Raymond has redesignated from independent
non-executive director to non-executive director of the Company
on 28 December 2007 and has resigned as non-executive
director of the Company on 10 October 2008.

Chan Ping Kuen, Derek was appointed as an independent non-

executive director of the Company on 7 March 2008.
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TN EEMEeRaRE 14. DIRECTORS’ REMUNERATION
HABZHMN AND SENIOR MANAGEMENT’S
EMOLUMENTS (continued)
AfuBSHFAL Five highest paid individuals

FRARAUZSHFALERE=4
—TTEF  MB)EE - HBH
EHBENLEX - B TRE(Z
TTLF: ZR)AFEFIR

The five highest paid individuals during the year

included

three (2007: two) directors, details of whose emoluments
are set out above. Details of the emoluments of the
remaining two (2007: three) non-directors, highest paid

SHATZMEFBWT ¢ individuals are as follows:

REE

Group
2008 2007
FET FEIT
HK$'000 HK$'000
e EMEREDN = Salaries, allowances and benefits in kind 2,552 2,842
BRIREEIE R Retirement scheme contributions 30 55
TEAT Bonus 126 390
2,708 3,287

FEFEZHREFALTMHE 22
BN TN IBEZAZMT

The number of non-directors, highest paid individuals
whose emoluments fell within the following bands is as

follows:
AEEH
Number of individuals
2008 2007
Z % 1,000,000 7T Nil - HK$1,000,000 1 2
1,000,001 7T £ 1,500,00058 7L  HK$1,000,001 to HK$ 1,500,000 1 1
2 3

FA - AREYERMA RS
AL XN EMMEERIMAIR
A& BB 2 228 ok BE B 47

& o office.

During the year, no emoluments were paid by the Group to
the two highest paid individuals as an inducement to join
or upon joining the Group, or as compensation for loss of
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+35 - E - BEBERER 15. PROPERTY, PLANT AND EQUIPMENT
REEH Group
i £B
RERAE
BTRAE Furniture,

MERE BE  fidures, ERIE
Buildings and Ri#2s  equipment Construction

leasehold ~ Plantand  and motor in o
improvements  machinery vehicles progress Total
FET FET FET FET FET
HKS'000  HK$'000  HKS$'000  HK$'000  HK$'000
R=EE E A=+H At 30 June 2006
KA Cost 64,006 56,134 42,651 - 162,791
ZiTERAE Accumulated depreciation
and impairment (33,358) (43,055) (31,698) - (108,111)
RHFE Net book amount 30,648 13,079 10,953 - 54,680
HE_ZZLFAAZTALEE Year ended 30 June 2007
HREHE Opening net book amount 30,648 13,079 10,953 - 54,680
e Additions 2,086 1,247 2,266 = 5,599
& Disposals (145) (10) (173) = (328)
ik Depreciation (3,064) (3,235) (4,025) - (10324)
WA Impairment (1,003) (1,008) (528) = (2,629)
R % Exchange realignment 822 667 522 - 2,011
HRREHE Closing net book amount 29,344 10,650 9,015 - 49,009
RZZELF A=TH At 30 June 2007
AR Cost 67,468 58,524 45,557 - 171,549
ZEHTE RAE Accumulated depreciation
and impairment (38,124) (47,874) (36,542) - (122,540)
REFE Net book amount 29,344 10,650 9,015 = 49,009

w
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+H -YEBREER 15. PROPERTY, PLANT AND EQUIPMENT
(&) (continued)
REE Group
B 28
RERAE
BFREE Furniture,

nEEE BE fixtures, HEIR

Buildings and R#EE  equipment Construction
leasehold  Plantand and motor in it
improvements machinery  vehicles  progress Total
FE7 FEn TE7 FE7 FEr
HK$'000  HK$'000  HK$'000  HK$'000  HK$°000

HE2_2T)\EXA=tHILEE Year ended 30 June 2008

HRmEE Opening net book amount 29,344 10,650 9,015 - 49,009
NE Additions 498 1,544 2,771 2,646 7,459
& Disposals (128) (352) (158) = (638)
g Depreciation (3,191) (1,817) (4,018) - (9,026)
R R Exchange realignment 2,660 807 452 - 3919
HRREFE Closing net book amount 29,183 10,832 8,062 2,646 50,723
RZZT\FA=1H At 30 June 2008
AR Cost 64,469 60,946 47,334 2,646 175,395
ZiHTERRE Accumulated depreciation and

impairment (35,286) (50,114) (39.272) - (124,672
FEFE Net book amount 29,183 10,832 8,062 2,646 50,723
RZZEENEFASAA=F+H" K At 30 June 2008, the Group's certain buildings with a net
& B BR | ¥ E 417,733,000 % book amount of approximately HK$17,733,000 (2007:
T(ZZF T+ F: 2,118,000 HK$2,118,000) were pledged to secure general banking
TL) 2B TEFRE R AEREK facilities granted to the Group (note 31).
FAEE 2 —BRRITEE (M
=+—)o
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+75> %E ol R 16. LEASEHOLD LAND/LAND USE RIGHTS

rEE
Group
2008 2007
FET FHET
HK$°000 HK$'000
FHAREFE Opening net carrying amount 9,538 9,777
FREHER Amortisation charge for the year (239) (239)
HE Disposal (180) =
FRIEEFE Closing net carrying amount 9,119 9,538
AR B AR & i e At (5 A The Group's interests in leasehold land and land use rights
ZHERATRMCERENRE - & represent prepaid operating lease payments and their net
REVFESITAT : book value are analysed as follows:
2008 2007
FET FET
HK$’000 HK$'000
REBRFEA : In Hong Kong held on:
+FE =R+ FHHAHE Medium-term lease of between 10 to 50 years 3,781 3,878
REBAINEE : Outside Hong Kong, held on:
F 4 LA_E = HAFE HA Long-term lease of over 50 years 248 256
T+ FE =R +F A HATHER Medium-term lease of between 10 to 50 years 5,090 5,404
9,119 9,538
RZZZENEASA=1TH && At 30 June 2008, the Group's certain leasehold land/land
EBRM1E4Y 6,839,000 (==& use rights with carrying amount of HK$6,839,000 (2007:
T4 7,013,000/87T) ZET HK$7,013,000) were pledged to secure general banking
FAE T ih /1 Hb F RAEA K1 LA facilities granted to the Group (note 31).
BERETAEE 2 —RRITEE
(HsE=+—) -
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+t - HEWE 17.

AEEAGEHETAFE - A
RS EIBERNAEY
s HRAXHERLZIR
EMERBREAR -

INVESTMENT PROPERTIES

All of the Group's property interests held under operating
leases to earn rentals or for capital appreciation purposes
are measured using the fair value model and are classified
and accounted for as investment properties.

NG EEEBERZRHRES Changes to the carrying amounts presented in the
i T ¢ consolidated balance sheet can be summarised as follows:
rEE
Group
2008 2007
FET FET
HK$'000 HK$'000
REF) 2 BREE Carrying amount at beginning of the year 775,955 467,800
NE Additions - 91,390
= Disposals (105,000) =
NEALESEZFRZE  Net gain from fair value adjustments 81,445 216,765
RELRZIREE Carrying amount at end of the year 752,400 775,955

AEFZREMEUNESE A
AR EATHAVRE A o

AEBZIEEMER—ZZ)\F
NAZ=Z T HAEB T GERME
ETEREAAMSEEREAEE
X 2EHUYE L TEENE
8 A752,400,000/8 T( ===
+ 4 : 775,955,000 7T ) °
i%ﬂéfﬁﬁﬁ%iZ@ﬂ?ﬁ%ﬁ%
81,445,000 L ( Z T Z + F :
216,765,000 870 BEARFE 2
RENER -

RZEENFA=+H8"
7K & B 8 ™ B 752,400,000,8
TZEEMFE(ZET L5
775,955,000/870) R - A
BRETASE 2 —RIBITEE
(fsE=+—) »

The Group’s investment properties are situated in Hong
Kong and are held under medium term leases.

The Group’s investment properties were revalued on 30
June 2008 by Chung, Chan & Associates, an independent
firm of chartered surveyors, at HK$752,400,000 (2007:
HK$775,955,000) on an open market existing use basis
by reference to market prices for similar properties. A fair
value adjustment on revaluation of HK$81,445,000 (2007:
HK$216,765,000) arising therefrom was credited to the
consolidated income statement for the year.

At 30 June 2008, the Group's investment properties
with carrying amount of HK$752,400,000 (2007:
HK$775,955,000) were pledged to secure general banking
facilities granted to the Group (note 31).
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T\ KRB AR Z#E R 18. INTERESTS IN SUBSIDIARIES
bN/NET|
Company
2008 2007
FET FAET
HK$’000 HK$'000
JEEMRRD R Unlisted shares, at cost 95,261 95,261
HEHE Deemed capital contribution 173,710 173,710
BB R Provision for impairment (25,037) (25,037)
243,934 243,934
JE Bt B8 X B R IE Due from subsidiaries 430,372 415,095
R =YNGIE e Provision against amounts due from
2 Bt subsidiaries (102,000) (102,000)
328,372 313,095
572,306 557,029
DBRREEEZ Due from a subsidiary classified
JiE W — S B /B A R FE as current assets 47,986 52,300
ZB A A2 ARy EEE - 4 The balances with subsidiaries are unsecured, interest-free
B ARBERGEE BT ARE and not repayable within the next twelve months from
+AAREE  ETEEEN the balance sheet date, except for an amount due from
RFENEEE R —EBARZ a subsidiary of HK$47,986,000 (2007: HK$52,300,000)
KI5 #47,986,0008 L (== which is repayable on demand.

T4 : 52,300,000/87T) °
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INTERESTS IN SUBSIDIARIES (continued)

Particulars of the principal subsidiaries as at 30 June 2008

MEARZFIEMT are as follows:
AL/ BRRER/
BRRSEY BETRAEE KA LS
Place of Nominal value BEASY
incorporation/ of paid-up Percentage of
£ registration registered/issued equity attributable FEEHK
Name and operations share capital to the Company Principal activities
B 3
Direct Indirect
EREHRERERAT &R 2REE10E T BB 100 - EREHRITE
Amco Jewelry Limited Hong Kong 2 ordinary shares Diamond trading and
of HK$10 each polishing
SHREHHARAR Bl 100,000 XA 1B 1078 T2 Tl - 100 EREHRITE
Anglesey Jewellery Hong Kong 100,000 ordinary shares Diamond trading and
Manufacturing Limited of HK$10 each polishing
Brangredi Limited &4 1REE 1 AT LRk - 100 KERHES
Hong Kong 1 ordinary share Jewellery trading
of HK$1 each
C.J. (UK) Limited* R 1,000 RiER(E 15245 2 Bk - 100 RERMNIE
United Kingdom 1,000 ordinary shares Jewellery wholesaling
of GBP1 each
ERERARAA &b 10,000 (R 1 B TT.2 & Bk - 100 ERESLITE
Conti Diamond Limited Hong Kong 10,000 ordinary shares Diamond trading and
of HK$1 each polishing
Continental Diamond i BEIRAT 497,76038 7T - 100 EREHRITE
(Jiangmen) Co. Ltd* Mainland China Paid up capital Diamond trading and
of HK$7,497,760 polishing
Continental Investment Bk 100,000 REE 1 87T Bk 100 - REER
Company Limited Hong Kong 100,000 ordinary shares Investment holding
of HK$1 each
{BRE (1) ERAR" el B &7 26,370,530 /87 - 100 B AMEuE
Continental Jewellery (Jiangmen) ~ Mainland China Paid up capital Jewellery manufacturing
Co. Ltd? of HK$26,370,530
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+/\ - RMB AR Z = 18. INTERESTS IN SUBSIDIARIES (continued)

G g Bt/
BOREEhE BRTRAEE RAREL
Place of Nominal value EREDHL
incorporation/ of paid-up Percentage of
£ registration registered/issued equity attributable TEER
Name and operations share capital to the Company Principal activities
B 4
Direct Indirect
BNAE B HHARAR £ 10,000,000 REfE 1872 EEIR 100 - REEHBE R E
Continental Jewellery (Mfg.) Hong Kong 10,000,000 ordinary shares Jewellery manufacturing
Limited of HK$1 each and wholesaling
BRETRAR &h 2MRE(E BT ERR = 100 nERE
Continental Property Hong Kong 2 ordinary shares Property investment
Holdings Limited of HK$1 each
Crystal Gain Development RBRIES 100 R E 1 E T2 SRR - 100 ESE
Limited British Virgin Islands 100 ordinary shares Property investment
of US$1 each
DCGS Management Service Bk 10,000,000 RE(E 1 BT 2 E R - 100 RERR /REERRE
Limited Hong Kong 10,000,000 ordinary shares Investment holding/
of HK$1 each providing management
services
BEREARAA &B 500,000 REE 1w EiBik 100 - REER
Diamond Creation Limited Hong Kong 500,000 ordinary shares Investment holding
of HK$1 each
EBSARAR &h 100,000 REE 1 87T Lk = 100 RAER
Jestar Trading Limited" Hong Kong 100,000 ordinary shares Investment holding
of HK$1 each
ROAERARAR i 10,000,000 REfE 17872 EEIR - 100 EREHRITE
Man Yue Jewelry (Factory) Hong Kong 10,000,000 ordinary shares Diamond trading and
Limited of HK$1 each polishing
Master Gold Development FBRIHS 1REE ET LBk - 100 REER
Limited British Virgin Islands 1 ordinary share Investment holding

of US$1 each
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INTERESTS IN SUBSIDIARIES (continued)

G EdRith/
BOREE BRTRAEE RAREL
Place of Nominal value EREDHL
incorporation/ of paid-up Percentage of
£ registration registered/issued equity attributable TEER
Name and operations share capital to the Company Principal activities
BEi 4
Direct Indirect
RAERBARLA B 600,000 REE 108 T2 EBR 100 - RERR
Ming Xiu Diamond Cutting Hong Kong 600,000 ordinary shares Investment holding
Factory Limited of HK$10 each
WARRR(BE) AR T E &R 711,000,000 7 - 100 ERESIITE
Ming Xiu Diamond Cutting Mainland China Paid up capital Diamond trading and
Factory (Panyu) Limited? of HK$11,000,000 polishing
B ERRARAR Bl 117,000,000 REE0.1 BT 2 B 100 - BB ARTS
Optik Technologies Limited Hong Kong 117,000,000 ordinary shares Information technology
of HK$0.1 each senvicing
Patford Company Limited % 100 R E 10078702 LAk - 100 MERE
Hong Kong 100 ordinary shares Property investment
of HK$100 each
Poly Jade Development Bl 100 A E 18T 2 Lk - 60 nERE
Limited Hong Kong 100 ordinary shares Property investment
of HKS 1 each
Realford Company Limited & 100 REE 100872 LBk - 100 NERE
Hong Kong 100 ordinary shares Property investment
of HK$100 each
Vieway Investments Group EBRAHE 2MREE 1 ETc ERR 100 - REER
Limited British Virgin Islands 2 ordinary shares Investment holding
of US$1 each
BMEEREARAR Bl 78,000 REfE 1 BT EBR - 100 REBR,/RECERE
Wilber Corporate Services Limited Hong Kong 78,000 ordinary shares Investment holding/
of HK$1 providing corporate
services
Yett Holdings Limited RERLES 100/ EfE 1 F T2 EBR 100 - REHER
British Virgin Islands 100 ordinary shares Investment holding

of US$1 each
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+/\ - RMB AR Z = 18. INTERESTS IN SUBSIDIARIES (continued)

# RAPBFMRZ I B E R - # Wholly foreign-owned enterprise registered in the Mainland
China
* FBBABHEESERITHREE * Not audited by Grant Thornton Hong Kong or other Grant
BETANTT 2 H th EPRAK B A ) Thornton International member firms. The aggregate net assets
BB o EREEEETMITZE of subsidiaries not audited by Grant Thornton amounted to
2B AR EEFEAENN approximately 1% of the Group’s total net assets.

ANEBEEFEEE1% °

EERR - ERIIRARE ZH The above table lists the subsidiaries of the Company which,
BRAIDEEZERNFE 2¥EE in the opinion of the directors, principally affected the
jzﬁﬂlﬁizl»‘%@ﬁﬁﬁrﬁzi@j(*ﬁ results for the year or formed a substantial portion of the

c EERAREHMWEAR net assets of the Group. To give details of other subsidiaries
Zaﬂﬁﬁ FEYREB 1%)15 would, in the opinion of the directors, result in particulars of

excessive length.

+h - REIE AR ZHELR 19. INTERESTS IN ASSOCIATES
rEE PiN/NG|
Group Company

2008 2007 2008 2007
FET FET FET FET
HK$’000 HK$'000 HK$000 HK$'000

JE ETMED ~ 3RAXAS Unlisted shares, at cost = = 9,387 9,387
EIEEEFE Share of net assets 7,504 7,927 = =
B B Provision for impairment (3,898) (3,898) (9,387) (9,385)
3,606 4,029 - 2
ANk -2 Balances with associates
REE PN
Group Company
2008 2007 2008 2007

FET FET FET FET
HK$'000 HK$'000 HK$’000 HK$'000

JEUEE 2 AN AIZIE  Due from associates 1,752 2,735 8 8
BB Provision for impairment (1,259) (2,219) = -

493 516 8 8
JERTEEE A AIFIE  Due to associates (538) (607) = =
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T RBE AR ZERE ) 19. INTERESTS IN ASSOCIATES (continued)
JFEUHE & A B FOR R B R S B Movement for impairment provision of amounts due from
IR associates are as follows:

TEE /N
Group Company
2008 2007 2008 2007
FET T FET TFET
HK$°000 HK$'000 HK$°000 HK$'000
REFY) 2 8858 Balance at beginning
of the year 2,219 1,599 - -
BRERRERBE Impairment losses recognised - 620 - -
RIS Amount written off (960) - = =
RERZERFE Balance at end of the year 1,259 2,219 = =

BEMERR ZBHRTVEER &
B R B ENIAERE

K
kB % EERE < ANE B
BREZMBEERLLAT -

The balances with associates are unsecured, interest-free
and repayable on demand.

The summarised financial information of the Group’s
associates extracted from their management accounts are
as follows:

2008 2007

FET FEIT

HK$’'000 HK$°000

BERE Total assets 25,517 34,460
AR Total liabilities (25,100) (32,944)
e Revenue 16,877 25,513
FERNEF, (EE) Profit/(Loss) for the year 318 (1,169)
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INTERESTS IN ASSOCIATES (continued)

Particulars of the principal associates as at 30 June 2008 are

R AR Z BT - as follows:
ERAL/
5 ali-v.ve BRREeny
BRTRAEE Placcof ~ AREEEFASEEAIL
Nominal value of incorporation/  Percentage of ownership
&R paid-up registered/ registration interest attributable TEEH
Name issued share capital and operations to the Group Principal activities
FDD Limited * 10,000 EE1ET & 25 KEEHES
TR Hong Kong Jewellery trading
10,000 ordinary shares
of HK$1 each
HEENEHARAR ESRAARK9,093,2447 Gl 36 TRE B S Rt
General Jewellery (Shanghai) Paid up capital of Mainland China Jewellery manufacturing
Company Limited* RMB9,093,244 and wholesaling
FNAEEHHARAR 1000 REE BT EBR &R 50 RE BHhRE
Real Jewellery Limited* 1,000 ordinary shares Hong Kong Jewellery manufacturing

of HK$1 each

* FBEBHESEMTREE
BEFEITT  EMBERK S A F
=8

EERR - ERIIRARR 2
BRAEINEEFEANFR XS
SRR EE EFE 2 B
n o BEERAREHEMBE AT
ZFBEREEHREBHIE

* Not audited by Grant Thornton Hong Kong or other Grant

Thornton International member firms.

The above table lists the associates of the Company which,
in the opinion of the directors, principally affected the share
of associates’ results for the year or formed a substantial
portion of the share of net assets of the associates by the
Group. To give details of other associates would, in the
opinion of the directors, result in particulars of excessive

length.
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1 REFEFNEEZ 20. INTERESTS IN JOINTLY CONTROLLED

B ENTITIES
AEE
Group
2008 2007
FET FEr
HK$’000 HK$'000
EIEEEFE Share of net assets 1,678 3,669
BT —[EHRZESEE Loans to jointly controlled entities
ZERK 141,970 104,970
143,648 108,639
B ORERE Less: Provision for impairment (11,670) (11,670)
131,978 96,969
HEZFIEBETRERE 2 F Movement for impairment provision of loan to jointly
EMDT : controlled entities are as follows:
AEE
Group
2008 2007
FET FEr
HK$’000 HK$'000
RE 2858 Balance at beginning of the year 11,670 =
BRI ERE Impairment losses recognised = 11,670
RERZ 458 Balance at end of the year 11,670 11,670

By AEEH R 2 BRI EE
B 2B RBAREERER

The loans to jointly controlled entities are unsecured,
interest-free and not repayable within twelve months from

+-EAARNEE - REE-_ZTZT the balance sheet date. For the year ended 30 June 2007,

+ESNA=THIEFE - ER
FHEHBEMPERE  NFE
2 12#£ 11,670,000 7 7T 2 Ji (B %
& o

in view of the financial performance of a jointly controlled
entity, impairment of HK$11,670,000 has been provided.
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"+ REFEHEEZ 20. INTERESTS IN JOINTLY CONTROLLED

R ENTITIES (continued)
rEE
Group
2008 2007
FET THT
HK$°000 HK$'000
FEU — £ FE G E B8 FE Due from a jointly controlled entity 120 2,110
FEAS F B B RE R Due to jointly controlled entities 3) (39)
H[EE G| T2 2 s eh T The balances with jointly controlled entities are unsecured,
RERNBAREER - interest-free and repayable on demand.
RZEBEENFEA=1+H - Particulars of the jointly controlled entities as at 30 June
ERIERZFEET 2008 are as follows:
ML/ B
REEHE
Placeof — AREE{EFFEZADL
BRTRAEE incorporation/  Percentage of ownership
£ Nominal value of registration interest attributable FEER
Name issued share capital and operations to the Group Principal activities
Big Edge International Limited 100 kA& 1 ET 2 LR RERLHS 30 ®E
100 ordinary shares British Virgin Islands Investment
of US$1 each
Georland (HK) Limited 1,000,000 REE 1 T2 B @R B 50 TELE
1,000,000 ordinary shares Hong Kong Dormant
of HK$1 each
Wealth Plus Developments S0000REE 1 XLk  REERES 50 RAER
Limited 50,000 ordinary shares British Virgin Islands Investment holding

of US$1 each
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20.

INTERESTS IN JOINTLY CONTROLLED
ENTITIES (continued)

The aggregate amounts relating to the jointly controlled
entities attributable to the Group that have been included in

N the Group’s consolidated financial statements are as follows:
2008 2007
FET FEIT
HK$'000 HK$'000
EMBNEE Non-current assets 123,300 91,745
mENEE Current assets 8,748 7,614
132,048 99,359
JEMENEE Non-current liabilities (130,300) (93,300)
mEaE Current liabilities (70) (2,390)
(130,370) (95,690)
BEFE Net assets 1,678 3,669
A Income 3,623 5,435
F Expenses (5.477) (3,121)
B FriSHi1% (E18) /%K (Loss)/Profit after income tax (1,854) 2,314
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“+—  AftHEZ4FEE  21. AVAILABLE-FOR-SALE FINANCIAL

ASSETS
AEE
Group
2008 2007
FET FET
HK$’000 HK$'000
ETREAIRE - RAT{E . Listed equity investments, at fair value:
B Hong Kong 9,116 8,077
H fthih[& Elsewhere 830 2,334
9,946 10,411
FEETREAIGE - A *  Unlisted equity investments, at cost* 11,339 11,339
BB R Provision for impairment (7,108) (3,243)
4,231 8,096
T Total 14,177 18,507
W& zHE Market value of listed investments 9,946 10,411
AfEEEreREERBREL Movement for impairment provision of available-for-sale
FEINT - financial assets are as follows:
REE
Group
2008 2007
FET FET
HK$°000 HK$°000
REF 2 8458 Balance at the beginning of the year 3,243 3,097
BB EEE Impairment losses recognised 3,865 146
RERZEREE Balance at the end of the year 7,108 3,243
e ZEIE ETIRAEZE HIRK AR @ The unlisted equity investments are stated at cost less provision
BREEETR  BRZER for impairment as they do not have quoted market prices in an
BUWENERMSRE - EEF active market. The directors are of the opinion that the carrying
RBRy REFLETHREAREZ amounts of the unlisted equity investments approximate their
BREEREAFERS © fair value.
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—+= - REAFEWSRIE 22. LONG TERM RECEIVABLES
REH ¥ NN

Group Company
2008 2007 2008 2007
Notes  HK$'000 HK$'000 HK$'000 HK$000
Hizt FET FET FET FET
EREE Promissory notes @) 14,061 15,366 7,661 8,619
Hip R EEKEUR Other long term receivables (b) 24,727 23,533 = =
38,788 38,899 7,661 8,619
RERE Provision for impairment (27,727) (26,532) (1,000) (1,000)
11,061 12,367 6,661 7,619
NEEBRYEESH Portion classified as current assets (4,926) (3,643) (958) (958)
6,135 8,724 5,703 6,661

R=ZZEZNFA=TH
7% 2114,061,0003 7T ( =
TEH4F 15,366,000
T0) ZAH ZEE - He
10,440,000 L( ==+
£ 11,745,000787T) A5
R RERER-ZZET
—F+H—B#EHSTHF
B8 o H££3,621,00087C
—TTH4:3,621,0008
TL) BERE - £ B RZER
—EE=F=-At+HHER
DT=FEE -

RZEBEZENFNA=T
B 25&86 588 F—
MEXKE R Nalz—HE
3,167,000 L ( —EZ +
£:3,167,000/87C) ZIE
B ZBEHERARE -
IR AN T —RF
NA= +E1§5&_ A K —
1821,560,000/8L( ==
+4E : 20,366,000/87T) 2
B ZEBGIARTE - %A
BREAT B 6%  EIKIFI A
R_ZEENF=ZA=+—
HEE - Z2ERNEE L
B 5 MW GRIB 2 T HEE A
= EERALAFEE
DI AR EEGRIA -

Out of the promissory notes of HK$14,061,000
as at 30 June 2008 (2007: HK$15,366,000),
HK$10,440,000 (2007: HK$11,745,000) is secured,
interest-free and repayable by 15 annual instalments
commencing on 1 October 2001. The remaining
balance of HK$3,621,000 (2007: HK$3,621,000) is
unsecured, interest-free and repayable by 13 annual
instalments commencing on 15 March 2003.

As at 30 June 2008, the balance represents a
shareholder’s loan of HK$3,167,000 (2007:
HK$3,167,000) advanced to an investee company
which is interest-free, unsecured and repayable on
30 June 2015 and a trade receivable balance of
HK$21,560,000 (2007: HK$20,366,000), which was
interest bearing at 6% per annum, unsecured and
repayable on 31 March 2009. In the view of the
uncertainty of the repayment of the aforesaid trade
receivables, the directors are of the opinion that the
said sum was classified as long-term receivables.
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REIE WS IR R B B < E B un Movement for impairment provision of long-term
T receivables are as follows:
REE RNAFE]
Group Company
2008 2007 2008 2007

FHET AT FRET THET
HKS$000  HK$'000  HK$'000  HKS$'000

REVZ 458 Balance at the beginning
of the year 26,532 28,194 1,000 1,000
BRERREEE Impairment losses recognised 1,195 1,064 = =
B B EREEE Impairment losses reversed = (1,427) = -
R Amount written off = (1,299) = =
RERLR Balance at the end
of the year 27,727 26,532 1,000 1,000
“+=-FE 23. INVENTORIES
REE
Group
2008 2007
FET FET
HK$’000 HK$'000
R# Raw materials 178,917 184,826
H 2K Work in progress 8,389 11,265
SURK i Finished goods 151,267 151,260
338,573 347,351
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TRADE RECEIVABLES

REE

Group
2008 2007
FET FET
HK$’000 HK$’000
B ZRENKRIE Trade receivables 195,828 211,337
W FEMGRIE R E B Less: provision for impairment of receivables (27,083) (18,077)
B G e IE — 558 Trade receivables — net 168,745 193,260

AEE—RIZBITEED REE
BEFEZIER  BRRELEEF
HREFTEFPZEEGRR - 8%
EFYARREER - AKER
IS ER(E R B IR A R B AS
2l o BEIRIER SR EEEE
HRETTERE] o

REZER - mHERR B2
B 1R B TR Z IRk D

The Group normally applies credit terms to its customers
according to industry practice together with consideration
of their creditability, repayment history and years of
establishment. Each customer has a maximum credit
limit. The Group seeks to maintain strict control over its
outstanding receivables. Overdue balances are regularly
reviewed by senior management.

An ageing analysis of trade receivables, net of provision, as
at the balance sheet date, based on the date of recognition

T of the sale, is as follows:

rEE

Group
2008 2007
FE FET
HK$°000 HK$'000
BNHA Current 82,269 100,329
31—60H 31 - 60 days 36,343 27,013
61—90H 61 —90 days 17,430 33,025
91 BIA E Over 91 days 32,703 32,893
168,745 193,260

HRAEEAZHETF DRt
REM - LB SHRERUFANS
WEEREERR

There is no concentration of credit risk with respect to trade
receivables, as the Group has a large number of customers
which are internationally dispersed.
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—+m - ESEEEE® 24. TRADE RECEIVABLES (continued)
B 5 EWERIA 2 R E 1B (F A 7% Impairment losses in respect of trade receivables are
HIREEE - MARERAIERIR recorded using an allowance account unless the Group is
AT E 2z B SE - FERIE R satisfied that recovery of the amount is remote, in which
T - REEESHE 5 EWGIE case the impairment loss is written off against trade
BEME - B 5 RUGRIERER receivables directly. The movement in the provision for
B2 =SB impairment of trade receivables is as follows:
N ]
Group
2008 2007
FET FET
HK$'000 HK$'000
RER 2 8458 Balance at the beginning of the year 18,077 23,165
B ERREEE Impairment losses recognised 9,006 =
BB OB EEE Impairment losses reversed = (5,088)
REREREE Balance at the end of the year 27,083 18,077
REEER  AEEZEFHEW At each balance sheet date, the Group’s trade receivables
RIBRE R R BB EEE TR were individually and collectively determined to be impaired.
1B - BRI E 2 & 5 R IE R The individually impaired trade receivables relate to
HRSBERN R BB ° customers that were in default or delinquency in payments.
REBREEH 2B S EWIE The ageing analysis of the Group's trade receivables as
e B R EER 2Rk D at the balance sheet date, based on due date and net of
T : provision, is as follows:
REE
Group
2008 2007
FET FET
HK$'000 HK$'000
AR A R B Neither past due nor impaired 144,574 132,936
0—30H 0 — 30 days past due 11,899 14,755
31—60H 31 - 60 days past due 7,028 20,504
61—90H 61 — 90 days past due 1,525 3,302
91—180 H 91 — 180 days past due 2,714 18,545
181—360H 181 — 360 days past due 677 998
360 HIA E Over 360 days past due 328 2,220
168,745 193,260

BEA R gORE 2 B 5 KR
B3R % 3 AT B R GRS 2 B P
BEE -

Trade receivables that were neither past due nor impaired
relate to a large number of diversified customers for whom
there was no recent history of default.
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EEHEEREE 5B INFIA
BEZEREFEM  ZEEFPEAR
KB EERERRL - RIFBHE
K BRBERR  ZEEH%D
FELBERRE  AREEEXR
WEREAEE) - BERIRRIE
A EEURE o 75K B30 8
K ERE 2 B 2 R RR A
(ESCIER AL

“+H - UATERANERE 25

ZEMEE

TRADE RECEIVABLES (continued)

Trade receivables that were past due but not impaired
related to a large number of diversified customers that
had a good track record with the Group. Based on past
experience, the management believe that no impairment
allowance is necessary in respect of these balances as there
has not been a significant change in credit quality and the
balances are still considered fully recoverable. The Group did
not hold any collateral in respect of trade receivables that
are past due but not impaired.

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

REE
Group
2008 2007
FET FET
HK$’000 HK$°000
BELTMRAZS Listed equity securities in Hong Kong,
A at market value 12,763 15,958
HEfihEAEEMES ©  Marketable unit funds elsewhere,
BAE at fair value = 6,555
12,763 22,513

AR FEFABG 2 EBEER
RenBRANELL RS —EHN
2 REEECBE 2 HD

UATE AR SMEER
TEBBH AN RN 2 H
B -

Financial assets at fair value through profit or loss are
presented within the section on operating activities as part
of changes in working capital in the cash flow statement.

Changes in fair value of financial assets at fair value through
profit or loss are recorded in other operating expense in the
income statement.
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HE-ZZ)\ERA=THILEFE

A iTEEMIA 26. DERIVATIVE FINANCIAL
INSTRUMENTS
REE
Group
2008 2007
FET BT
HK$°000 HK$'000
F == HIE 4 (BI5E a) Interest rate swap contracts (note a) = 39
KiaE - Notes:
(a) R-ZEZLFEXA=1+H " & (a) The notional principal amounts of the outstanding interest rate
ABITZARBHEHEZRER swap contracts at 30 June 2007 were HK$50,000,000. As at
& #8 %8 /4 50,000,00078 7T © 1 30 June 2007, the fixed interest rates of these contracts were
ZETLFRNA=TH %F 3.98% per annum. The aforesaid interest rate swap contracts
BRI BEEFHER3.98% ° £ matured during the year ended 30 June 2008.
MAERHENAR T \F
NA=+ BIEFERE -
—t+t - RERRITHEER 27. CASH AND BANK BALANCES
Be MIRTTEBRBIEA T D ¢ Cash and bank balances include the following components:
A AR
Group Company
2008 2007 2008 2007

HK$'000 HK$'000 HK$'000 HK$’000
FETT FET FET FET

Ra MIRTTHES Cash and bank balances 72,984 66,858 82 85
52 BATE HATF 3Kk Short term time deposits 55,884 35,423 - -

128,868 102,281 82 85
RITIR S IREE B RITERAE Cash at banks earn interest at floating rates based on
BREUZENAIS o MHAEHARTT1F daily bank deposit rates. Short term time deposits are
FIRRRE B R HR R TR SR R AD placed with the banks and earn interest at the respective
FR1.25% B5%(—FELF : short term bank deposit rates ranging from 1.25% to
1.95% % 5.196%) BELFI 8. © EI 5% (2007: 1.95% to 5.196%) per annum. They have a
HARtRE—EATSE  ALH maturity ranging from 7 days to 1 month and are eligible
TR —HFER 2 F for immediate cancellation without receiving any interest for
A ERIRTER T BN ELE o the last deposit period.
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“+tEt-HeRRITEHEH 27

(&)

AEER S RIRITEBBIERE
BZzBRTERAARESEZ
10,077,000 L (=2 £ F :
5,282,000/8 7L ) SR1T &5 8k o A
R B B RIR o REFEREIN
FEEHHEN R AAE - SERMNE
BIEMT - AEE A RIEERE
FIRINE 75 2 SRITHEITINE S
ﬁ% °

=+ - EBEMFIR 28.

REZER - EHRNFIRZIRE

CASH AND BANK BALANCES (continued)

Included in cash and bank balances of the Group is
HK$10,077,000 (2007: HK$5,282,000) of bank balances
denominated in Renminbi (""RMB’’) placed with banks in the
Mainland China. RMB is not a freely convertible currency.
Under the Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement and Sales
and Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for foreign currencies through
banks that are authorised to conduct foreign exchange
business.

TRADE PAYABLES

An ageing analysis of the trade payables at the balance

DT ¢ sheet date is as follows:

rEE

Group
2008 2007
FET FET
HK$°000 HK$'000
BNHA Current 104,170 157,806
31—60H 31 - 60 days 41,260 39,103
61—90H 61 —90 days 21,085 7,544
91 HIA E Over 91 days 33,415 6,578
199,930 211,031

Zt+h BARERFE 29.

DUE TO A RELATED PARTY

AEE
Group
2008 2007
FET FET
HK$’000 HK$°000
EN—fHHREE Amount due to a company wholly
BB 2 NRZHIE owned by a director = 148,742
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“t+hEEESKIE 29. DUE TO A RELATED PARTY (continued)

(%)
AR - A EREAR The amount due was unsecured, interest-free and repayable
BAREE 2B DHKE on demand. The amount was resulted from the acquisition
—RWE RG]z DB RS T of minority interest in a subsidiary which had been
R ZWEERBEEZEZSLF completed during the year ended 30 June 2007.

NA=ZTHIEFETRK

=+ DEREEN 30. LOANS FROM MINORITY
SHAREHOLDERS
ZERREER TR REBA The loans are unsecured, interest-free and not repayable
REEBRFIARR+ZEAANE within the next twelve months from the balance sheet date.
2 %{Hx%ﬁmz,ﬂ%ﬁfﬁéﬁiﬁﬂi The carrying amounts of loans from minority shareholders
BiEE approximate their fair value.
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[e2)

=+ — RITERRERZ 31. BANK LOANS AND OVERDRAFTS,
B SECURED
AEE
Group
2008 2007
FET FEr
HK$’000 HK$'000
RITHER - AHEA Bank overdrafts, secured = 113
IRITE - GHEM : Bank loans, secured:
AR—FRNEER Repayable within one year 90,870 8,169
ARE_FER Repayable in the second year 6,343 43,169
BERE=FEFHF Repayable in the third to
EE(BEaEMT) fifth years, inclusive 18,863 9,188
ARTFRER Repayable beyond five years 347,203 298,140
463,279 358,666
463,279 358,779
B BEFIAREIEEN —  Less: Current portion due
FRNEIE 2 BNEREL 5 within one year included
under current liabilities (90,870) (8,282)
BIAIERBAG Non current portion included
FERNERER under non-current liabilities 372,409 350,497

R-FEN\FAA=TA - A%
82 SRT RO A A T U

(a) BETFREMEHSBAZ (@)

HEiE properties;
(b) TEBREMEUARET (b)

BE T MEFZ AT R

Rk

() ZARBUEHZARFELR

At 30 June 2008, the Group’s banking facilities were
supported by the following:

assignment of rental income of certain investment

legal charges over the Group's investment properties
and certain of the leasehold land and buildings; and

(c)  corporate guarantees executed by the Company.
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=+— SRITEFREX > 31. BANK LOANS AND OVERDRAFTS,
ik SECURED (continued)
BT RARE B2 EFFFE Details of the loans denominated in HK$ and RMB are stated
I below:
rEE
Group
2008 2007
FET T
HK$’000 HK$'000
LABTTEHEZ ER Loans denominated in HK$
—RITEX — Bank overdrafts - 113
—RITER — Bank loans 445,889 352,000
NARBEZER Loans denominated in RMB
—IRITER — Bank loans 17,390 6,666
463,279 358,779
REBUATHEZRITER R The bank loans and overdrafts of the Group denominated
BEXZFHFENER1.98% % in HK$ have floating interest rate ranging from 1.98% to
6.22% (ZZEZT+F :4.48% % 6.22% (2007: 4.48% to 5.41%) per annum. The RMB bank
5.41%) - ARBIRITERZ loans have fixed interest rate ranging from 7.34% to 8.02%
EFEFEAET 34%FE8.02% (== (2007: 6.30% to 7.34%) per annum.

Z+HF : 6.30% E 7.34%) °



Notes to Financial Statements m Bl 78R & /2t

For the year ended 30 June 2008
HE-ZZ)\FEXA=+THILFE

o

=+ REHRE 32. DEFERRED TAX
NTAERBEBEREARZETE The following are major deferred tax assets and liabilities
BLEHIBEERAR  ARAR recognised in the balance sheet and the movements during
FERBTFE2EE) : the current and prior years:
REE Group
i
SRR
MAEFIEE Rty ES Provision
Accelerated tax  Revaluation for #@ct
depreciation of properties  receivables Total
FET FET FET FAET
HK$'000 HK$'000 HK$'000 HK$'000
RZZEANEAA=TH 2%  Balance at 30 June 2006 1,927 18,482 (19,811) 598
RZEWER Charge to income
kg statement for the year 800 42,000 1,253 44,053
RZZZLEA=TER Balance at 30 June 2007
“ZRHELA-RAZER and 1 July 2007 2,727 60,482 (18,558) 44,651
RIEER GIA), /M2 Deferred taxation arising from
R X TREL 2T R decrease in tax rate (credited)/
charged to income statement (156) (3,456) 1,061 (2,551)
NG Charge to income statement
Mk for the year 724 6,651 8,607 15,982
R=ZZZN\FARA=THZ#H  Balance at 30 June 2008 3,295 63,677 (8,890) 58,082

ERERAEERBBRAERTT
MRBENRITHARBE A
R B ARIE sH R BT P S B R
—WRISHRE T - TR BRI

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when the deferred income taxes
relate to the same fiscal authority.
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=+ IREREE) 32. DEFERRED TAX (continued)
THSREETABEHEHRE The following amounts, determined after appropriate
T UWHREGEEEEBEBERAT offsetting, are shown in the consolidated balance sheet:
HE -
REE
Group
2008 2007
FET FET
HK$°000 HK$°000
FEFIB A E Deferred tax liabilities 66,972 63,209
FEEFIBE B Deferred tax assets (8,890) (18,558)
58,082 44,651

7N £ B £ B F 8 4983,291,000
BT (ZZFZ £ F : 68,041,000
BIT) © ZEIB A K8 5| Bz
LB 2 A RIARRERT R o
ERZEARBAIBE T AT
RIS AR R E R B T - E b r
RAZERIBERBBLEREE
E o AB)AH1836,582,00075 7T

—ZTT 4 1 26,431,000787T)
BR_E——Fa1(BFEZF) 2
R B HREG - HibREATEIE
AJEERR HRAEEE o

AR
R=BB)\FAA=TE &2

A AR B AR IR IA
BE(CEELF - 8) -

The Group has tax losses of approximately HK$83,291,000
(2007: HK$68,041,000) that are available for offsetting
against future taxable profits of the companies which
incurred the losses. Deferred tax assets have not been
recognised in respect of these losses as it is not probable
that future taxable profits will be available against which
these unused tax losses can be utilised. Unused tax losses
of HK$36,582,000 (2007: HK$26,431,000) will expire in
various dates up to and including 2012. Other unused tax
losses may be carried forward indefinitely.

Company

As at 30 June 2008, the Company did not have any
significant unprovided deferred tax liabilities (2007: Nil).

O
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(=)

=+=-BA 33. SHARE CAPITAL
2008 2007
FHET FET
HK$'000 HK$'000
ETERRAR Authorised:
SREE0I10BTL 3,500,000,000 ordinary shares
E3Ffk 3,500,000,000 A% of HK$0.10 each 350,000 350,000
BETRERRA : Issued and fully paid:
BREEC.10ETTZ 279,800,031 ordinary shares
TRk 279,800,031 8% of HK$0.10 each 27,980 27,980
=+m - #%E& 34. RESERVES
REE Group
REENUTEEAERRZER The amounts of the Group’s reserves and the movements
BRS s ©BASSEREE) therein for the current and prior years are presented in the
KEF o consolidated statement of changes in equity.
H e AR B A T 2 X85 Other reserve represents the difference between the
BRMY Az BEN IS D8 consideration paid for the additional interest in the
EEERE ARNGEEEERER subsidiaries and the minority interest’s share of the assets
iR ADEPIREES (L 7 B and liabilities reflected in the consolidated balance sheet at
BEZ =X o the dates of the acquisitions of the minority interests.
AT Company
ROVEER FADIKEE
Share Non- REBRF
premium distributable Retained act
account reserve profits Total

FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000

RZBERF+A—H &% Balance at 1 July 2006 158,373 273,606 135,632 567,611
AEZHF Net profit for the year = - 21,399 21,399
T FERERE Interim 2007 dividend - - (2,798) (2,798)
“ERLFERRAERE Proposed final 2007 dividend = = (5,596) (5,596)
RZZZ+ERA=THK Balance at 30 June 2007 and

“ER+ELA—H2EH 1 July 2007 158,373 273,606 148,637 580,616
AEEHF Net profit for the year = - 19,299 19,299
“ZE\FEHHRES Interim 2008 dividend - - (2,798) (2,798)
“ET\FERRAERE Proposed final 2008 dividend = = (4,197) 4,197
R=ZZZN\FARA=THZ#EE  Balance at 30 June 2008 158,373 273,606 160,941 592,920
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=+m - &&= 34.
TRA DRI — AT E R

RESERVES (continued)

The non-distributable reserve represents the premium
ARz EFEREEBRERK2.50% arising on the reduction of the par value of ordinary shares
TTHIBZE 0108 JTFTE £ 2 & of the Company from HK$2.50 to HK$0.10 per share in
& - 1994.

=+x -SHAREE 35. CONTINGENT LIABILITIES

ARARGRIBITEREEH B R A
¥EH 622,000,000 T(ZEZE+
£ 621,000,000 767T) ZER o
RIEIELR - (WIBITRAEW B ZE
B3 AR RBEAERRITER
ZEE - AEEH  AREER
ABTeHEREEEZEERZ
B0 - B I AD B R ER
BHE T 2 BT B -

+75 > BARKIE

R=BZ\FAA=TH &%
B ORI 2 EARE -

36.

The Company has executed guarantees amounting to
HK$622 million (2007: HK$621 million) with respect to
bank loans to its subsidiaries. Under the guarantees, the
Company would be liable to pay the banks if the banks are
unable to recover the loans. At the balance sheet date, no
provision for the Company’s obligation under the guarantee
contract has been made as the directors considered that it
was not probable that the repayment of the loans would be
in default.

CAPITAL COMMITMENTS

At 30 June 2008, the Group had outstanding capital
commitments as follows:

AEE
Group
2008 2007
FET T
HK$’000 HK$'000
BEET# B R Contracted but not provided for:
BEETIE Construction of buildings 1,564 -
BT —RERIEH B Shareholders’ loan to a jointly
ZIRRE R controlled entity = 29,200
1,564 29,200

R=BBN\EAA=TA AR
AL EAE AR (BT
F:fm) o

At 30 June 2008, the Company did not have any capital
commitments (2007: Nil).
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=+t
(a)

ReHERH
fEBHAEA

AEENEEHEL R

HEETEETE)

AEHAOFHEREER
FA%E - WEANBSE
AHAEE °

R_BBNFRA=T
B AEBE A HEL
EHE 2 RIREWAE P K
T8 7w (B 42 58 N2 AR B HABR 40
T

37. OPERATING LEASE ARRANGEMENTS

(a)

As lessor

The Group leases certain of its properties (note 17)
under operating lease arrangements, with leases
negotiated for terms ranging from two to five years.
None of the leases include contingent rentals.

At 30 June 2008, the Group had total future
minimum lease receivables under non-cancellable
operating leases with its tenants falling due as
follows:

REE

Group
2008 2007
FET FET
HK$’000 HK$°000
—FR Within one year 31,850 20,062

E_ERERF In the second to fifth years,

(BiEERME) inclusive 40,474 6,608
72,324 26,670
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=+t REBPERH =) 37. OPERATING LEASE ARRANGEMENTS
(continued)
(b) 1EARFEFEA (b) As lessee

AEENREHERHE
ANETHEHE WAEWE
kEIES He (BEX
AR REAELEHSE
KK FRER - HEIH—
FE=FTE-

R-BENFARAZ=ZT
B NEB AR HEL
LEHEZRRENEEN
AR AR K AR A AR 40

The Group leases certain shops, office properties and
staff quarters under operating lease arrangements.
Leases (including contingent rental) are negotiated at
fixed rate or with reference to level of business and
terms ranging from one to three years.

At 30 June 2008, the Group had total future
minimum lease payments under non-cancellable
operating leases falling due as follows:

T
REE
Group
2008 2007
FET T
HK$’000 HK$'000
—FR Within one year 5,492 4,202
—EEFRF In the second to fifth years,
(BREEMF) inclusive 981 3,846
6,473 8,048
RZBTNERA=T At 30 June 2008, the Company did not have any

B AR R EET LA
EAREHERH(ZFT
T E) o

significant operating lease arrangements (2007: Nil).

w
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=+ EBEH 38. BUSINESS COMBINATIONS

144

HE-2T/\FAA=ALE
E - SRR -

RZEEZNFANA+HEH A&
BWEEREREARA (&
2| z60% ki BEREXE
NERMERE - RZFTZE N
FAATHEBE-ZZTLEN
A=Z+HHEE BEREAEHE
2578 1,965,00058 7T 2 W 28 &
23,120,000 2518 o E’\Hﬁzﬁ%%
KAl ERATEEEZND

E W EBRN T E /\it
A—BE&EE  WIAeHAE
.ai—? ?‘tfﬁ/\ﬂ +E|L]:

F 2 W Ko SR E R 1572
é:o

B 2 AT R B AR E R U

There was no acquisition during the year ended 30 June
2008.

On 15 September 2006, the Group acquired 60% of
the equity interest of Poly Jade Development Limited
(""Poly Jade'"). The principal activity of Poly Jade is
property investment. Poly Jade contributed revenue of
HK$ 1,965,000 and net loss of HK$23,120,000 to the Group
for the period from 15 September 2006 to 30 June 2007.
Poly Jade was a dormant company prior to the completion
of acquisition and accordingly, if the acquisition had
occurred on 1 July 2006, there is no other financial impact
on the Group's revenue and profit for the year ended 30
June 2007.

Details of net identifiable assets acquired and goodwill

FHEA BB ZFBET : arising on acquisition were as follows:
FET
HK$'000
BENRERE -BIRE  Total purchase consideration — cash paid 7,920
BERREER Purchase of shareholder’s loan (7,920)

DU S 2 Al R B EH{E 2 Fair value of net identifiable assets

N¥E acquired
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=+ EBEH® 38. BUSINESS COMBINATIONS (continued)

WEEEHEEAZEERBEDN The assets and liabilities arising from the acquisition are as
T follows:

WS 2

BREE

Acquiree’s

AFE carrying

Fair value amount

T T

HK$000 HK$°000

R Deposit 13,200 13,200

RERE R Loan from a shareholder (13,200) (13,200)

BUBE 2 ATH#BIEEFE  Net identifiable assets acquired = =

URE#£EE 2 BERE Purchase consideration settled in cash 7,920
WHEERES 2
W MEFE Net cash outflow arising on acquisition of Poly Jade 7,920
=+ BRERRS 39. RELATED PARTY TRANSACTIONS

FRIAZR B RS E A 2D D 4% 52 2 8 In addition to those related party transactions disclosed

EHRHN  REERFEANE N5 elsewhere in these financial statements, during the year, the

BEARS - Group had the following related party transactions.

(@ 146,521,000 T (= EF (@) Subcontracting fees of HK$6,521,000 (2007:
+4F : 8,257,000/ ) DB HK$8,257,000) paid to certain associates. The
EBRTETHERAR - 28 subcontracting fees are mutually negotiated between
ERKAEEHEEE AR the Group and the associates.

UL BERTERK ©

b)) FARAEHEHERAAEE (b) Sales of goods to associates of HK$409,000 (2007:
409,000 BT (ZZE L4 HK$1,337,000) were made during the year. The terms
1,337,000 7T ) ° 1&FRE A are mutually negotiated between the Group and the
SE SN AR EEE associates.

B o
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=+

()

FERX S @)

HE_ZZENFEAA=T
BItFE YEE—BHH
IR 42 i) 2 B8 UK B 5 B UL A
—ZT 20,0008 7T)
BITBREWA(ZEZ L
F 1 204,000/ 7C) ° HE
2R EFAAA=F+HLE
FE - HBBARRMHTT
B AR 75 U A F A £ B B
[EI42E ) B RS 18 L B P A o

B — R 2 A B IR
ZI A 120,000 (=
T+ 4 : 240,000 7T ) °
LV ONCER S 1.7
BT BB -

RZBEZLERA+—
H- —H2&EME R A
Invest Companion Limited
H-ARNRBREXES
#E il B SZ 37 BB BR BB O St
ElREED2EHRSR
2 A R 2 FlBrilliant Top
Properities Limited 5] 32 &
Ztpen o UEE Crystal Gain
Developments Limited
([Crystal Gainl)45 &
ARTE{E 1.00% T 2 IR 5 -
{5 Crystal Gain 2 2 17 i%
K2 45% @ RELBLOR
5,400,000 7T ©

39. RELATED PARTY TRANSACTIONS

(continued)

()

No subcontracting income (2007: HK$20,000)
and no income for administrative services (2007:
HK$204,000) were received from a jointly controlled
entity during the year ended 30 June 2008. The
subcontracting income and income for administrative
services provided for the year ended 30 June 2007
were mutually negotiated between the Group and the
jointly-controlled entity.

Management fee income of HK$120,000 (2007:
HK$240,000) were received from an associate. The
management fee income is mutually negotiated
between the Group and the associate.

On 11 May 2007, Invest Companion Limited, a
wholly-owned subsidiary, entered into a sales and
purchase agreement with Brilliant Top Properties
Limited, a company incorporated in the British Virgin
Islands with limited liability and wholly-owned by Mr.
Chan Sing Chuk, Charles (“Mr. Chan”) to acquire 45
shares of US$1.00 each in Crystal Gain Developments
Limited (“Crystal Gain"), representing 45% of issued
share capital of Crystal Gain at the total consideration
of approximately HK$5,400,000.
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Zt+h - -REARZ® 39. RELATED PARTY TRANSACTIONS
(continued)

) BEZZTLFA=T (f)  During the year ended 30 June 2007, Mr. Chan
BIEFEEHBHHE" BREE provided a personal guarantee to the banker
M Crystal Gain Z SR 17X of Crystal Gain up to the total amount of
RE-—BEAAER &5 HK$120,544,000 being 45% of a bank loan of
42 & H8 £ 120,544,00078 HK$267,875,000 drawn by Crystal Gain. The personal
JC + BlCrystal Gain /& 28 guarantee was released when the bank loan was
267,875,000 BT #R1TE K wholly repaid on 29 June 2007.

Z2A45% o R-—EBEEHF X
ﬂ_‘f‘lel%%ﬂ@ﬁuZ%
?Tféfﬂ(%: ZAE A TR

B TRRER

FEEEASEA Compensation of key management personnel
IABERFASZI CEEEEA Included in employee benefit expenses are key management
SRAeFETHIER personnel compensation and comprises the following

categories:

2008 2007
FET FET
HK$000 HK$°000
R HEE B RA Short term employee benefits 10,029 9,007
BER2 BT Post-employment benefits 306 249
10,335 9,256

M+ -~ B 55 B b & 18 B & 40. FINANCIAL RISK MANAGEMENT

Zii&a% OBJECTIVES AND POLICIES
$€EIE’J$§5$\@I/E BAERA The Group’s major financial instruments include equity
®E - REEKFA HT %'J investments, long term receivables, loan to jointly controlled
EREX E%TEW entities, trade receivables, trade payables, bank loans
S FRIA fﬁﬁfg?ﬂ&iﬁi and overdrafts. Details of these financial instruments are
ZEEBMTAFSERBIER disclosed in respective notes. The risks associated with these
oz E’fﬂlﬂﬁ@%ﬂ’]ﬂ& financial instruments and the policies on how to mitigate
KB 1555 REBREN T these risks are set out below. The management manages
X ° EEA %‘J&E:Z%‘luii?ﬂ and monitors these exposures to ensure appropriate
‘»’A PAREAR BEIERT S B MU HET measures are implemented on a timely and effective

B o manner.
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M+ - B %5 B £ 3R B R

RHBUR (#)

TS EE
0 SNERE
A%H

AEEETEERE  HE
RPBERELEERR - K
REIREWBRRZIEE
EMTEREBTL  BER
ARYE - REBRA AR
KBEETT  RERARE
FINEHBAAEEES
ZHREB 2 RBELZ
E¥RR RE K&
B MmN SRR - B
EEESREERIMNER
FREAINEER o

TRBAR=ZZTN\FR
—ETLHEXNA=THE
AEBERERARNEE
BNz HEMERIIEZE
BEMEEKRAE -

40. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Market risk

(1)

Foreign currency risk
Group

The Group mainly operates in Hong Kong, the United
Kingdom and the Mainland China. The functional
currencies of the Company and its subsidiaries
are mainly HK dollars, British Pounds and RMB.
The Group is thus exposed to currency risk arising
from fluctuations on foreign currencies, primarily
US dollars, British Pounds and RMB, against the
functional currency of the relevant Group entities.
Currently, the Group does not have foreign currency
hedging policy but the management continuously
monitors foreign exchange exposure and will consider
hedging significant foreign currency exposure should
the need arise.

The following table summarises the Group’s major
financial assets and liabilities denominated in
currencies other than the functional currency of the
respective group companies as at 30 June 2008 and
2007.
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M+~ Bt 55 b & 18 B 40. FINANCIAL RISK MANAGEMENT

K BUR (@) OBJECTIVES AND POLICIES (continued)
hiZEME (&) Market risk (continued)
() SMNEESE(E) (i) Foreign currency risk (continued)
REE(E) Group (continued)
UFE TSR
Expressed in HK$'000
e FEE
United R MEART i
States BT British Canadian Philippines
dollars Euro pounds dollars Pesos

“ZZENEA=1+H At30June 2008

AEHECREE Available-for-sale

financial assets 4,231 - - - 830
REBEW IR Long-term receivables 3,621 = = 7,440 =
B 5 ENGIE Trade receivables 152,319 1,214 2,309 - -
B e RRITHER Cash and bank balances 88,938 1,290 7,078 123 -
Z S FuE Trade payable (198,070) = (1,384) = =
e Overall net exposure 51,039 2,504 8,003 7,563 830

AFAETTIIR
Expressed in HK$'000

eI JERE
United HEE  NMEAT B=R
States BT British ~ Canadian  Philippines
dollars Euro pounds dollars Pesos
“ZZtHXA=1H At30 June 2007
AR ECREE Available-for-sale
financial assets 8,096 - - - 2,334
REBEWGRIA Long-term receivables 3,621 = = 8,745 =
2 S EWFIE Trade receivables 167,721 = 6,198 = =
BATEETAEZE  Finandial assets at fair
LEREE value through profit or loss 6,555 - - = =
e RIRITHE Cash and bank balances 80,134 76 8,106 20 -
B S RN Trade payable (206,069) - (2,050) - -
ARk Overall net exposure 60,058 76 12,254 8,765 2,334
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40. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

miZERE (&) Market risk (continued)
() SMNERESE(E) (i) Foreign currency risk (continued)
BN ETEBTH - K As United Stated Dollars (US$) is pegged to HK$, the
SEBFETEBITZE Group does not expect any significant movements in
R B ERE AR the US$/HK$ exchange rates. No sensitivity analysis in
o EEZRL HARKER respect of the Group’s financial assets and liabilities
AEBETIEZ S H denominated in US$ is disclosed as in the opinion
BERBEEBECBRE of directors, such sensitivity analysis does not give
SO BREREEHZE additional value in view of insignificant movement
T 5B T 2 B R E) f in the US$/HK$ exchange rates as at balance sheet
A MR EHRE ST date. The following table indicates the approximate
EIREHINEE - TRE change in the Group'’s profit for the year and equity
TASERGEERAESE in response to reasonably possible changes in the
AR 2 RS ] 88 foreign exchange rates to which the Group has
B ARESAEEZF significant exposure at the balance sheet date.
W ) R #E 25 3R 2 BEAY
2008 2007
SN fE HINGE fEE
H/ A/
(TF#) HER (T°F%) HER
Increase/ A Z Increase/ wAZ
(decrease) g (decrease) %=
in foreign  Effect on in foreign  Effect on
exchange profit for R exchange  profit for s
rates the year Equity rates the year Equity
FET FET TET TET
HK$’000 HK$'000 HK$'000  HK$'000
BT Euro +5% 125 125 +5% 3 3
-5% (125) (125) -5% (3) (3)
B British pounds +5% 400 400 +5% 612 612
-5% (400) (400) -5% (612) (612)
MERT Canadian dollars +5% 378 378 +5% 438 438
-5% (378) (378) -5% (438) (438)
FEERR Philippines Pesos +5% 42 42 +5% 117 117
-5% (42) (42) -5% (117) (117)
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M+~ Bt 55 b & 18 B 40. FINANCIAL RISK MANAGEMENT

R BUR (#) OBJECTIVES AND POLICIES (continued)
miZEE (&) Market risk (continued)
() SMNEESE(E) (i) Foreign currency risk (continued)
VNG| Company
ARREEFZBERINE The Company is exposed to foreign currency risk
RITE25| 2z KEiE W R IE primarily through its long term receivables which are
MmASINE R PR - TR denominated in Canadian dollars. The following table
TARBIRNEERREBSE indicates the approximate change in the Company's
Kﬂ 2 2 TERK S IR A] RE profit for the year and equity in response to
HE) > ARESARRIZF reasonably possible changes in the foreign exchange
g A B i 2 3R 2 R4 rates to which the Company has significant exposure
BE) o at the balance sheet date.
2008 2007
IMNEER |\ i 2
T/ R/
(TF%) HER (FF%) HER
Increase/ wAZ Increase/ AL
(decrease) 7 (decrease) FE
in foreign  Effect on in foreign  Effect on
exchange profit for Rz exchange  profit for R
rates  the year Equity rates  the year Equity
FET FET THET TET
HK$’000 HK$'000 HK$'000  HK$'000
MERTT Canadian dollars ~ +5% 333 333 +5% 381 381
-5% (333) (333) 5% (381) (381)
BRRE DT THRERINEE FE R 4 The sensitivity analysis has been determined assuming
HERALBEHMETE - MABE that the change in foreign exchange rates had occurred at
b & 8 THRFF T - the balance sheet date and that all other variables remain
constant.
Pz ZBIEE EEEWE?NZE The stated changes represent management’s assessment of
TEAHE NET— 1I¢F?ﬁ§ﬁ reasonably possible changes in foreign exchange rates over
BEHBR AR E the period until the next annual balance sheet date.
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miSER (&)
(i) 1E1EER

AEEEBENBERA
FEABRRHAIHELY
EZLETRAB S 2RE
A BRAERER - EE
SEBRFAEETRAR
HEEER s REBEER U
FREE YERFERE
BREEHRER - AEH
I A A mERRRE o

R-FBENFEFARAZ=T
A MRAER LT
B)10% A At 8

E RTE

- AKEFRZEF

A 3E Ok ) 4
1,276,000 L (==
THF M OR
) #92,271,000%
Jo) o W EZERR
BAFEFABEER
LERMEEZEHH
B R

- ARIAREKEZA]

HEESHMEEY L
MRARE 2 AFE
LS AEEZ
BEAS (RBB & FIBRIN)
#5385 Ok ) 4
995,000/8 (= FF
+ £ : 1,041,000
JL) °

40. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Market risk (continued)

(ii)

Price risk

The Group are exposed to equity price risk through
its investments in listed equity securities which are
classified as at fair value through profit or loss, or
available-for-sale. The board of directors manages this
exposure by maintaining a portfolio of investments
with different risk and return profiles and will consider
hedging the risk exposure should the need arise. The
Group are not exposed to commodity price risk.

At 30 June 2008, if equity prices had increased/
(decreased) by 10% and all other variables were held
constant:

- the Group's profit for the year would increase/
(decrease) by approximately HK$1,276,000
(2007: increase/(decrease) by approximately
HK$2,271,000). This is mainly due to the
changes in financial assets at fair value through
profit or loss; and

- the Group's equity other than retained profits
would increase/(decrease) by approximately
HK$995,000 (2007: HK$1,041,000) as a result
of the changes in fair value of listed equity
investments included in the Group’s available-
for-sale financial assets.
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(i)
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REHHIRERESHME
EUWEERAERNEER
ZAZIRE -

FIEmER

AEEEBRFEBAFEF
REF B2 RITHE BN B
RITEEZNEREHTE
AR R R o

TREM B TR - F
A BR B 12 Ja F X AR B8 S
;Tﬁiﬁﬂoo%%(_ff
& 1005 T ) R &
B BURKE - liI:TﬁFETE?$
SERSEEBRFEZR
THRENETERITEER
g AHMESERT

40. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Market risk (continued)

(ii)

(iii)

Price risk (continued)

This sensitivity analysis has been determined assuming
that the price change had occurred at the balance
sheet date and has been applied to the Group’s
investment on that date.

Interest rate risk

The Group is exposed to interest rate risk primarily
through the impact of interest rate changes on bank
balances and interest bearing bank borrowings
carrying interests at variable rates.

The following table illustrates the sensitivity of the
profit after tax for the year and retained earnings to a
change in interest rates of +100 basis point and -100
basis point (2007: +100 basis point and -100 basis
point) with effect from the beginning of the year. The
calculations are based on the Group’s bank balances,
interest bearing bank borrowings held at each balance
sheet date. All other variables are held constant.

2008 2007
FET THT
HK$’000 HK$'000
fied F/ 2= _EF 100 E 2 If interest rates were 100 basis point
(ZZZ+ % : 100&%)  (2007: 100 basis point) higher
FANEEFRE Net loss for the year (3.368) (2,565)
fisi A1 2= N[ 100 B If interest rates were 100 basis point
(=== 4 : 100E%)  (2007: 100 basis point) lower
FRFEFFRE Net profit for the year 3,368 2,565

w



Notes to Financial Statements m Bl 78R & /2t

For the year ended 30 June 2008
HE-ZZ)\FEXA=+THILFE

FINANCIAL RISK MANAGEMENT

~

FBUR (#)
EER

R BE T RAEE A REER B E
BHINEEREMEERTTHRS
MEME  AIAKBERARTZE
ERBAREEEABRIAR
Az BERBRMIIZFEEN
FREERR - SREEERR -
BREEERTEENERER
BER - WBEHEERBELARE
B R B R IRVEHURTE © Uit
Sh s REBRSEE BRI &R
B FEUGRIE - AR E SR AT
Y Bl BERET B R SR E RS
- EFER/AEECHRIE
i A e RS & E b o

ARAHBENEAEERREE
KB EUHIBARIFIR - EME
WA R B R EME =151
PRt Y TSR B A B BRI A
BfE-

AEENEERROBREZER
SFHFREP - At - XEEY
BESRE—EBANEAETE
B -

ReRRITESKZEERBRRR
ERFAREEFRNRITME
PARUE, ©

BRAKERRRE 7 B
B2 ZE R FTEE 2 Bk 2
—HE(LBEB D BN 1 RS
Aot =R THRRE -

m+ ~ﬁﬂ%1§lff§%ﬂﬁ% 40.

OBJECTIVES AND POLICIES (continued)

Credit risk

The Group’s and the Company’s maximum exposure
to credit risk in the event of the counterparties failure
to perform their obligations in relation to each class of
recognised financial assets is the carrying amount of those
assets as stated in the consolidated and the Company’s
balance sheets. In order to minimise the credit risk,
the senior management compiles the credit and risk
management policies, to approve credit limits and to
determine any debt recovery action on those delinquent
receivables. In addition, the Group reviews the recoverable
amount for each individual account receivables at each
balance sheet date to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard,
the board of directors considers that the Group’s credit risk
is effectively controlled and significantly reduced.

The Company’s maximum exposure to credit risk is
primarily attributable to amounts due from subsidiaries,
other receivables and contingent liabilities in relation to the
financial guarantee contracts as detailed in note 35 to the
financial statements.

The Group's credit risk exposure is spread over a number of
counterparties and customers. Hence, it has no significant
concentration of credit risk by a single debtor.

Credit risk on cash and bank balances is mitigated as cash is
deposited in banks of high credit rating.

Further quantitative data in respect of the Group’s exposure
to credit risk arising from long term and trade receivables
are disclosed in notes 22 and 24 to the financial statements
respectively.
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M+~ Bt 55 b & 18 B 40. FINANCIAL RISK MANAGEMENT

BBUR (#) OBJECTIVES AND POLICIES (continued)
RBESERE Liquidity risk
EEERBECRRY A5E In the management of the liquidity risk, the Group monitors
EER N EIRE R AR IIKE and maintains a level of cash and cash equivalents deemed
ZHE RN EEBY  LAKRE adequate by the management to finance the Group’s
B EEREES LREKREMR operations and mitigate the effects of fluctuations in cash
WEN 2 & o EIREELRIRITIE flows. The management monitors the utilisation of bank
B2 AR BT E KL o borrowings and ensures compliance with loan covenants.
REHEER - NEBIZE DR The maturity profile of the Group’s financial liabilities
BRAREVNEEBSREERN as at the balance sheet date, based on the contracted
EIHEARAEAT ¢ undiscounted payments, was as follows:
REE Group

BRRITE

REhE 1R, 1M E 26N E
aEm REREE  EOR2E  BORSE

Total Within ~ More than  More than
8RE{E  contractual 1year 1yearbut 2 years but SEME
Carrying undiscounted oron less than less than ~ More than
amount  cash flow demand 2 years 5 years 5 years

FET FET FET FET FET FAET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

RZZZENFEAHA=1TH Asat30June 2008

BHERTE Trade payables 199,930 199,930 199,930 - - =
HitENFIER Other payables and
JEsER accruals 46,170 46,170 46,170 - - =
R E N AR Due to associates 538 538 538 = = =
FERHAZHEEFE  Duetojointly
controlled entities 3 3 3 - - -
RITER FEA Bank loans, secured 463,279 674,461 100,137 15,464 45317 513,543
DERRER Loans from minority
shareholders 1,125 1,125 - 1,125 - -

711,045 922,227 346,778 16,589 45,317 513,543
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REBETEE ()

EME ()

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Liquidity risk (continued)
Group (continued)

ARANR
RERE 1R (378 25 E
BE HEXEE BINF  BINSE

Total Within ~ More than ~ More than
BREE  contractual Tyear  Tyearbut 2 yearsbut S E
Carrying undiscounted oron less than lessthan ~ More than
amount cash flow demand 2 years 5 years 5 years
FET FET FET BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R=ZZLFRA=1TH Asat30June 2007
ZoERTE Trade payables 211,031 211,031 211,031 = = -
HiEAFER Other payables and
et ER accruals 43,167 43,167 43,167 - - -
FEEE R RIFHIR Due to associates 607 607 607 - - -
JE(ERE A A Due to a related party 148,742 148,742 148,742 = - =
JEERZHIEEFE  Duetojointly
controlled entities 39 39 39 - - -
RITEFRES - BHEE  Bank loans and
overdrafts, secured 358,779 771,087 23,921 58,679 54,877 633,610
DERRER Loans from minority
shareholders 21,505 21,505 - 21,505 - -

783,870

1,196,178 427,507 80,184 54,877 633,610
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BBUR (#) OBJECTIVES AND POLICIES (continued)
REESRR (Z) Liquidity risk (continued)
IRAF] Company
BRRITR

RERE 15/, 1800 2FHL
BE REXEE (EIR2F  BINSF

Total Within ~ More than  More than
SREE contractual 1year 1yearbut 2 yearsbut 5ELE
Carrying undiscounted oron less than less than ~ More than
amount  cash flow demand 2 years 5 years 5 years

TET TET TE7 TET TET TET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000

RZEENEARA=1H Asat30June 2008
HiERTERENER  Other payables and
accruals 300 300 300 - - -

BHFITH
ReneE 1F R 1€ E 2 E
BE REKEERE  BINE BIRSE

Total Within -~ Morethan ~ More than
HEMAE  contractual Tyear  Tyearbut 2 yearsbut SR E
Carrying undiscounted oron less than lessthan  More than
amount cash flow demand 2 years 5 years 5 years

T T THET TET TET AT
HK$'000 ~ HKS'000  HK$'000 ~ HKS000  HKS'000  HK$'000

R=ZZLERA=TH Asat30June 2007
HARETFIERERTER Other payables and

accruals 491 491 491 = = =
AFE Fair values
RZBEENFER_ZFZTLFA All financial instruments are carried at amount not
=1+H8 ESmIEGNEE materially different from their fair values as at 30 June 2008
EZ2NAFEVESAERZE5E and 2007.

N
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m+—-UEINSENE 41. SUMMARY OF FINANCIAL ASSETS
MEERBEEMR AND LIABITILIES BY CATEGORY

o

=2

AEERARARRGEE BIERH
TRIEERBEMNREERZ N
TH% - 22 Mi5E3.14 % 3.20A
BEE SR T AR D R

The carrying amounts of the Group’s and the Company’s
financial assets and liabilities as recognised at balance sheet
dates may be categorised as follows. See notes 3.14 and
X5 3.20 for explanations about how the category of financial

LHIBEEETE © instruments affects their subsequent measurement.
REE ¥ NN
Group Company
2008 2007 2008 2007
FET FETT FET FEIT
HK$'000 HK$000 HK$°000 HK$°000
EREE Financial assets
FEREEE Non-current assets
At ESREE Available-for-sale
financial assets 14,177 18,507 - —
B3 % R GRIE Loan and receivables
*%Hﬂ?ﬂﬁlm — Long term receivables 6,135 8,724 5,703 6,661
— T H A EE — Loans to jointly
ZER controlled entities 130,300 93,300 = =
— KB A — Amount due from
subsidiaries - - 328,372 313,095
150,612 120,531 334,075 319,756
RENEE Current assets
BAFEFTAERZ Financial assets at fair value
EEE through profit or loss 12,763 22,513 - =
PTESmMTA Derivative financial instruments - 39 = =
B W FE Loan and receivables
— B S EINGRIA — Trade receivables 168,745 193,260 = =
—H it e 08 — Other receivables 12,637 7,367 12 -
—RAEWNRIAZ — Current portion of
BEREL long term receivables 4,926 3,643 958 958
U IIEEENGIE:N — Due from subsidiaries = = 47,986 52,300
— FEUKES & A BIFIR — Due from associates 493 516 8 8
— FRUs S [R]H2E %UEE‘;?X — Due from a jointly
controlled entity 120 2,110 - -
— R & RIRITHEER — Cash and bank balances 128,868 102,281 82 85
328,552 331,729 49,046 53,351
479,164 452,260 383,121 373,107
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m+— - UAEINTEHE 41. SUMMARY OF FINANCIAL ASSETS
5

MEEREEH AND LIABITILIES BY CATEGORY
g (&) (continued)
rEE VNN
Group Company
2008 2007 2008 2007

FET FEr FET FEr
HK$’000 HK$'000 HK$'000 HK$'000

tRaE Financial liabilities
M=K Current liabilities
IABSERR ARG T2 2 Financial liabilities measured
CRBE: at amortised cost;
— B SENZIE — Trade payables (199,930)  (211,031) = -
—EMENZIENEFER - Other payables and accruals  (46,170) (43,167) (300) (491)
— BB N R)FIA — Due to associates (538) (607) = =
—EN—REEL A — Due to a related party - (148,742) = =
— N —ME LR EERIE - Due to jointly controlled entities (3) (39) = -
—RITERKRFES - G - Bank loans and overdrafts,
secured (90,870) (8,282) - -
(337,511) (411,868) (300) (491)
E =L Non-current liabilities
LABESERN A GTE 2 Financial liabilities measured
CREE: at amortised cost;
—LBRRER — Loans from minority
shareholders (1,125) (21,505) - -
—RITER - B — Bank loans, secured (372,409)  (350,497) - =
(373,534) (372,002) - -
(711,045) (783,870) (300) (491)
M+= - EXEE 42. CAPITAL MANAGEMENT
NEEBEAREENEEBEAE The primary objective of the Group’s capital management
EEREZEEFTRRERLLE is to ensure that it maintains a strong credit rating and
ABYEHEGBRERREERKA healthy ratios in order to support its business and maximise
1k shareholders value.
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FoBERR G NEER ~&
EERNEELELRBERFESIEK
F o REEENEERAGBHEEN
T

CAPITAL MANAGEMENT (continued)

The Group manages its capital structure and makes
adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the
Group may adjust the dividend payment to shareholders,
return capital to shareholders or issue new shares. No
changes were made in the objectives, policies or processes
during the current and previous years.

The Group monitors capital using a gearing ratio, which is
net debt divided by total equity plus net debt. Net debt is
calculated as the sum of bank and other borrowings less
the sum of time deposits and cash and bank balances as
shown in the consolidated balance sheet. The Group aims
to maintain the gearing ratio at a reasonable level and the
directors are of the opinion that the Group’s gearing ratio
was maintained at reasonable level at the balance sheet
dates. The gearing ratios as at the balance sheet date were
as follows:

AEH
Group
2008 2007
FET FET
HK$000 HK$°000
REEE Current liabilities
RITERNES - A Bank loans and overdrafts, secured 90,870 8,282
ERBARE Non-current liabilities
DEIRRE K Loan from minority shareholders 1,125 21,505
IRITER - BHEA Bank loans, secured 372,409 350,497
BERAEEE Total debt 464,404 380,284
B IR MERTTAE R Less: Cash and bank balances (128,868) (102,281)
AR Net debt 335,536 278,003
=N Capital 878,573 800,190
BARNMFEGE Capital and net debt 1,214,109 1,078,193
BEREEk=E Gearing ratio 27.6% 25.8%
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(a)

mEHEEHR

REEBR®%  AEEHE—H
PRI B B 2 R SR A SZ 3
HRETEZEHFTZER
‘A7 Brilliant Top Properties
Limited((ERF D R=FZ
J\F+ AWM B ET 7 U 1
% DA #E X {8 389,500,000
7 7T U B Precious Palace
International Limited Kz ECfft
BRral(EE&EE] 22
FORRE LA RS = EE \NFE N
A-t+HhHBEEBEEMNE
2R BREERBEELN
180,300,000 7T ° X (B
BREEESAEMARERZ
EIHRER 28 - BAKE
BATHRIZETFER :

& T4 117,500,000
BIT

ii. /A 854,500,000/ 7T
& B IE T KR1.65%
T BETERE K
BEREARZERET
33,030,303 % 1 1B i%
m: &k

i. BREEBBMAE K
HEREABITELE
BT o

RiIEEMRY - X5
R—IEEREAWEBEEEAR
BERS - EEHBENA
AEIRHAS=TZENFNRA
“HERZBE - EHKE
ZHEEHARRBILRRR
AREAR-_ZZENFNLA
TARBZERERAS 4
e BREFRAGZERE
RAERRZZEZNFNA
TRAEZAM -

43. POST BALANCE SHEET EVENT

(@)  Subsequent to the balance sheet date, on 4 July 2008,
the Group entered into an acquisition agreement
with Brilliant Top Properties Limited (the “Vendor”),
a company incorporated in the British Virgin Islands
and wholly owned by Mr. Chan in relation to the
acquisition of the entire equity interest in Precious
Palace International Limited and its subsidiary (the
“Target Group”) and an interest-free shareholder’s
loan owing to the Vendor by the Target Group on 25
August 2008 in the sum of approximately HK$180.3
million at a total consideration of HK$389.5 million.
The consideration, less the outstanding amount of a
mortgage loan obtained by the Target Group, was to

be satisfied by the Group to the Vendor by:

i. a cash deposit of HK$117.5 million;

ii. allotment and issue of 33,030,303
consideration shares to the Vendor or its
nominee at HK$1.65 per share, totalling

HK$54.5 million; and

ii.  the balance shall be satisfied by the issue of a
promissory note to the Vendor or it nominees.

The above transaction constituted a very substantial
acquisition and connected transaction under the
Listing Rules. More details were disclosed in the
Company’s circular dated 27 August 2008. The
abovementioned acquisition was approved by the
independent shareholders of the Company in the
extraordinary general meeting held on 16 September
2008. The result of the extraordinary general meeting
was disclosed in the Company’s announcement dated

16 September 2008.
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m+=- - %E0%EEH ) 43. POST BALANCE SHEET EVENT (continued)

by REERE REBRZ=Z (b) Subsequent to the balance sheet date, on 25
ZNFNAZTHBEHEH—F September 2008, the Group entered into an
BYE=AFIVEE W agreement for sale and purchase with an independent
LA (E 15,480,000 7 T & third party in relation to a disposal of an investment
LA LB AL R R #8447 37-45 property located at Unit A, 12 Floor, Kaiser Estate
SYE LR OE—H12%8 Phase 1, No.37-45 Man Yue Street, Hung Hom,
AZEZREYE - BEHLE Kowloon at a consideration of HK$15.48 million. It is
LR ENEFR_ZZEN expected that the disposal of the aforesaid investment
F+HAZ TR ° property would be completed on 27 October 2008.
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e PARTICULARS OF PROPERTIES
RZZEZN\FA=1+H as at 30 June 2008
REY=H INVESTMENT PROPERTIES
AEBEELERE
Attributable
NE B& FHH interest
Location Use Lease term of the Group
JUBBALHY I% T 100%
R 37-455% Industrial Medium
glhe TR 05 —Af
12BAZE
Unit A, 12 Floor
Kaiser Estate Phase 1
No. 37-45 Man Yue Street
Hung Hom
Kowloon
BAREFFE 523 E 527 5% [SES H A 100%
BMEAKERIE Commercial Medium

The Whole Block of
Continental Diamond Plaza
No. 523 to 527 Hennessy Road

Hong Kong
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FIVE YEARS FINANCIAL SUMMARY

A summary of the results and of the assets, liabilities and minority
interests of the Group for the last five financial years, as extracted
from the respective published audited financial statements and
reclassified as appropriate, is set out as below. The figures for
the years ended 2004 and 2005 have been restated as a result
of adoption of new Hong Kong Financial Reporting Standards
issued by Hong Kong Institute of Certified Public Accountants. This

—Ef5 o summary does not form part of the audited financial statements.
E ¥ RESULTS
2008 2007 2006 2005 2004
FET FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(271 (E51))
(as restated) (as restated)
Wtk Revenue 1,497,682 1,632,180 1,711,670 1,243,110 1,249,087
BRI An &R Profit before income tax 101,073 259,794 71,379 106,137 19,976
FEHRX Income tax expense (13,985) (52,898) (16,324) (21,951) (5,957)
KT DBIREAERSAHF Profit before minority interest 87,088 206,896 55,055 84,186 14,019
SRR R Minority interests (3,611) (92,910) (4,518) (34,119) 1,418
ARFRRFEA Net profit attributable
FE{EEE R to equity holders of
the Company 83,477 113,986 50,537 50,067 15,437
BE - AaBERV BT ERERE ASSETS, LIABILITIES AND MINORITY
INTERESTS
2008 2007 2006 2005 2004
FHET FET FET FET FET
HK$"000 HK$'000 HK$'000 HK$'000 HK$°000
(271)) (271))
(as restated) (as restated)
BEMAE Total assets 1,673,773 1,683,031 1,365,781 1,385,891 953,501
ARG Total liabilities (795,200) (882,841) (620,872) (691,809) (333,486)
PERF RS Minority interests (1,865) (1,208) (42,828) (38,310) 4,191)
876,708 798,982 702,081 655,772 615,824







	封面
	目錄
	公司資料
	公司簡介
	主席報告
	董事及高級管理人員
	企業管治報告
	董事會報告
	獨立核數師報告
	綜合收益表
	綜合資產負債表
	資產負債表
	綜合現金流量表
	綜合權益變動表
	財務報告附註
	其他財務資料
	封底



