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Corporate Highlights in 2009
CEFIE A RBGLE

JUNE 2009 —ZZ/4ENHA

EBOHR and Zhuhai Rossini Watch
Industry Ltd. (“Rossini”) have been
awarded China’s 500 most valuable
brands of the year 2009 by the
World Brand Laboratory.
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APRIL 2009 —ZLFEMH

@ Business Initiative Directions, an international quality
assessment organization in Geneva, presented a Century
International Gold Quality Era Award to EBOHR Luxuries
International Ltd. (“EBOHR”) in recognition of its outstanding
commitment to Quality and Excellence.
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JULY 2009 —ZZJU4FELAH

® The Group acquired Shenzhen Permanence Commence
Co., Ltd., a company focusing on the distribution of watches
from Citizen, Casio and Calvin Klein.

REBUWBERINITEEZEZEIARAT  ZATEMDH
Citizen ~ Casio & Calvin Klein% F4% -
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Corporate Highlights in 2009 ZFF U4 R K F 5l 2

SEPTEMBER 2009 —2ZJU4EJLH

@ Rossini has been awarded the Asia's 500 most influential brands of the year 2009 by the World Brand
Laboratory.

ETIELREHT R RIEERE 20094 s fh 50058 R EFEE -
@ Rossini becomes the first domestic watch manufacturer that passes both ISO9001 and ISO14001.
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NOVEMBER 2009 —ZZFJuE+—H

@ Board of Chinese Management Academy presented
an outstanding management award of the year 2009
to EBOHR.
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@ Rossini was recognized as the High-technology
Enterprise by the Guangdong Provincial Government. —— —
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Corporate Financial Highlights
O A S
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Watches and Timepieces Segment Highlights
SR M RF T 4 S g

Distribution Network in China
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| am pleased to report another record-breaking year for China
Haidian Holdings Limited (the “Company”) and its subsidiaries
(collectively, the “Group”). Our financial performance reflected
the integrated efforts of the board, management and staff, as
well as that of our business partners in successfully pursuing
our mission to be one of leaders in the domestic watch-making
industry of Mainland China.

2009: A FRUITFUL YEAR

2009 was a fruitful year for the Group. Mainland China’s
strong economic recovery and sustained consumption growth
underpinned our performance.

The Group achieved substantial revenue growth in 2009.
Revenue for the year ended 31 December 2009 amounted
to HK$1,053,040,000, representing an increase of 17% over
that of 2008 with net profit attributable to equity holders at
HK$362,561,000, a 25% increase. The watch and timepieces
segment contributed increases in revenue of HK$298,795,000
and net profit of HK$78,498,000 respectively. In addition,
the sale of the land in Shenzhen realized a net profit of
HK$248,012,000. Net asset value per share was HK$0.84.
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Chairman’s Statement 35

The Board, after due deliberation, recommended the payment
of a final dividend of HK4.1 cents per share which, together
with the interim dividend paid of HK1.0 cent per share, brings
the total dividend for the year to HK5.1 cents per share. This
total dividend will be 104 per cent higher than that for 2008,
and in line with the increase in the profit attributable to equity
holders.

TAKING A LEADING POSITION IN THE
DOMESTIC WATCH-MAKING INDUSTRY

The Group has driven significant inroads into the domestic
watch-making industry.

During 2009, EBOHR Luxuries International Company Limited
(“"EBOHR”) achieved substantial improvements in product and
market development. Backed up by the successes of PAMA for
top tier customers, and KANA for white collar ladies, EBOHR
has developed Codex, the brand for high-end mechanical
watches to be manufactured in Switzerland, utilizing the
Swiss design and manufacturing expertise. EBOHR has also
established a 100%-owned subsidiary and a distribution outlet
in Switzerland. The Swiss outlet will distribute the Swiss-made
watches under the Codex brand, and the Mainland China-made
watches of sophisticated mechanical movement and precious
metal case. At the same time, the Swiss-made watches under
the Codex brand and other EBOHR-designated brand names
would also be sold through its local distribution channels.

BEEgnEEZEREZ RN KRR LTS
Al - ER IR Z R RS S B1.08 L5
g 2FRNEREARKEERS 1B - 2FIKE
BERR_ZT\FSH104% @ BERFAA
FEAE @ F B B ARFT o

LAl IRE R 2 3
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BERRDEMMTSERIISERER - I
PAMARTEREF M5 A MKANAR BB Z +
BN EERER - KOFEmFEES R
FikmhCodex ' ZmMEFHKSAIH L RS
DEEZERMTNIHTEE - KEBRISER
Ry —M2ENBRRI R —EoHEE &
Wt JE i8S HE B LA Codex i i 2 35+ B F 4%
AR EEMME SR G ESBHERZPEHEF
8 o [FIFF + Codexnn b8 & E AL fF 18 M 16 € m
2T RFHMGBEBEMDHEEELE -
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Chairman’s Statement 35 H

Given the tremendous efforts waged on expanding its
distribution outlets through department stores and interwoven
closely with regional sales managers, Zhuhai Rossini Watch
Industry Ltd. (“Rossini”) has consolidated its distribution outlets
in the first-tier cities and increased its numbers in the second
and third tier-cities in Mainland China with an overall increase of
145 distribution outlets nationwide.

On the back of its strong presence in the mass-market
watches, Rossini has also developed products for the luxury
segment and the specialist segment, such as tourbillon
watches. Leveraging on its enhanced comprehensive
distribution network and wide range of quality products, the
objective is to generate increasingly strong recurring income
from the well-established mass-market watch segment, whilst
developing additional income from selectively targeted market
segments.

Being among the top four well-recognized domestic brands
in Mainland China, both EBOHR and Rossini would not only
generate more revenue and profit but also strengthen the
leading position of the Group in Mainland China.

On 31 July 2009, the Group acquired Shenzhen Permanence
Commerce Co., Ltd. (“Permanence”), a company focusing on
the distribution of Citizen, Casio and Calvin Klein watches.
Permanence owns more than 40 distribution outlets with third-
party outlets in excess of 50. It has exclusive distribution rights
for Citizen in the provinces of Sichuan, Fujian and Shanxi and
Chongging Municipality.

In addition to being a complementary distribution network for
the Group’s watches, Permanence also generates revenue
from the distribution of other well-known foreign brands. Given
the good relationship with the outlet providers and well-known
foreign brands, the number of Permanence’s distribution outlets
is expected to increase rapidly in the next two years.

REBRAEEREARAR(ERAE])EBAE
ERETSHEE  THMREELEERAEL
ZBhH BERINEBEEFRRE—RE M 2oHEE
RIEMEZ - —@BW Mz EEEE - RaE
2O tHEEE BRI IN1450] ©
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MBEZEERIIRERE FEREEMDIHE
i BMABEERAZEED HBKNER
EZ7EBEEMR  BERBMAZARTEDS
ELEERBYZEERBA  YRNEEZBR
SO EREREEZ WA -

TWEBERREAEREREAZEOAZZER
mhRz 5 NMERRELAEZWAREN @ 778
I ZEIA S BN E AN Z BB -

RZZEZAFLtA=Z+—H  KAEBREZFI
TEERERESERAR([EE])  ZAFE
P94 $8Citizen ~ Casio X Calvin Kleinfahg F £ »
Bl B2 AR IBAOM D 5 I iR B 50/
BEZHEHEMBER - BEBEACltizenBR D
fHiE - BEWIG  BEE - LREkEEDM
b o
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Our watch subsidiaries will collectively contribute significantly to
the Group in view of:

1. The broad portfolio of brands, both domestic and foreign,
across the wide spectrum of price ranges;

2. They can exploit brand awareness and amass superior
bargaining power to establish leading positions in Mainland
China; the bifurcation of business models in the domestic
watch-making industry, where key dominant players
continue to gain market share thriving on the weaknesses
of smaller competitors is apparent;

3. Capitalising on the famous foreign brands it distributes,
Permanence will develop outlets very quickly in the near
future; EBOHR and Rossini can also penetrate into second
to third-tier cities quickly;

4. The strong underlying economic trends in Mainland China
may drive a faster than expected recovery in the retailing
market.

YACHT BUSINESS

Starting from 1 February 2010, the Group acts as the sole
distributor of Princess Yachts International plc (“Princess
Yachts”) in Hong Kong. Being one of the leading British luxury
yacht builders, Princess Yachts is owned by an investment
group sponsored by Group Arnault and LVMH, the international
luxury brands group.

The distribution of yachts not only enhances our premium
watch segment but also provides an opportunity for the Group
to familiarise and assimilate experience working with a well-
known international brand. This is a strategic move with a
long-term impact as yacht distribution is considered a buoyant
business segment.

ENAMELLED COPPER WIRES BUSINESS

During 2009, both enamelled copper wires companies went
through a difficult period of global financial crisis and industry
consolidation. They managed to establish strategic alliances
with leading multinational companies having manufacturing
bases in Mainland China, and develop new products, such
as flat enamelled copper wires, targeted at those companies.
Improvements in the portfolio of customers, provisions of
right products and cost controls are crucial to the competitive
position and profitability of both companies in the long run.
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PROSPECTS

New trends have emerged in Mainland China’s consumer
spending as a result of rapid urbanization, a burgeoning
middle class and greying demographics. Moreover, the global
recession, rather than hindering the growth trend, is acting as a
catalyst to consumer-spending trends. The Central Government
is not only keen to invest more at home but also macro-manage
reforms to secure future economic growth. The adverse
impact of the global recession on exports has motivated the
Central Government to address its generally low domestic
consumption with stimulus programmes and the pressing
needs of rural development so as to expand consumption in
rural areas through the development of both agricultural and
non-agricultural economies. As a result, Mainland China has
shown clear signs of a sustainable economic recovery that
is considered structurally sounder and associated with fewer
risks relative to most countries. The growth in consumer
consumption leads to a robust demand for watches; both
domestic and imported.

We are committed to build a portfolio of watch companies
engaged in different products and markets. In addition, we are
also interested in the distribution of luxury products such as
jewellry and yachts.

Whilst we continue to pursue rapid organic growth from our
existing watch subsidiaries, we will execute mergers and
acquisition relating to the watches and jewellery sectors in
Mainland China and develop business alliances with leading
international watch companies. The acquisitions of Rossini and
Permanence are the first two of a series of acquisitions to be
implemented. With a strong balance sheet, recurring income
from existing subsidiaries and proceeds from divestment of
non-core businesses, the Group will have sufficient drivers to
grow externally. The Group has been evaluating investment
opportunities in (a) leading watch manufacturing and
distribution companies; (b) leading mechanical watch movement
companies; (c) leading watch distribution companies; (d)
leading watch and jewellry distribution companies; in Mainland
China. We are particularly interested in learning about leading
edge manufacturing and distribution expertise from international
watch companies. For that reason, we have been evaluating
investment and distribution opportunities with internationally
well-known brands.

As we look forward to a more promising year in 2010, we
believe our major efforts during 2009 and prior years will create
substantial sustainable value for our shareholders.
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APPRECIATION

I would like to express my deep appreciation to my fellow
Board members for their guidance, constructive contributions
and support.

On behalf of the Board, | would like to express my
heartfelt gratitude to our business partners, customers and
shareholders. In addition, | would like to take this opportunity
to thank all our staff members for their valuable contributions
during the past year.

Hon Kwok Lung
Chairman

Hong Kong, 31 March 2010
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REVIEW OF RESULTS

For the year ended 31 December 2009, the Group’s revenue
(continuing and discontinued operations) amounted to
HK$1,053,040,000, an increase of HK$155,778,000 over
the last year. Gross profit increased by HK$208,046,000
to HK$372,949,000 while net profit attributable to equity
holders increased by HK$72,348,000 to HK$362,561,000.
Earnings per share was HK10.24 cents in 2009 (2008:
HK13.44 cents). Having set apart the financial impact of the
discontinued operations for the year of HK$225,651,000
(2008: HK$251,812,000), the Group should have an increase
of net profit of HK$98,509,000 from its continuing operations
compared with the net profit last year.

(1) Watches and timepieces business

EBOHR Luxuries International Company Limited
(“EBOHR”), a wholly-owned subsidiary of the Group,
achieved satisfactory result in 2009. Revenue was
HK$271,915,000, an increase of HK$47,481,000, or
21%, from HK$224,434,000 of last year. Net profit was
HK$62,360,000, an increase of HK$18,583,000 or 42%
from HK$43,777,000 last year.

3 {u)
HE-_ZTTNAE+_A=+—BItEE K
SEHRERBBELEEBRRDORIELEER
" U A A 1,053,040,0008 7L 0 BEF £ F
155,778,000 7% 7T ° & F 1% hn 208,046,000
JCE372,949,0008 7T - MEHIFE AELA
A Bl # 40 72,348,000 /& JT = 362,561,000 /&
T ZEENFERAFAB1024BMW(ZZEZ
JVE D 13.447%840) - B FABKRIELEER
2 B R 5 2 225,651,000 L ( Z 2T )\ F
251,812,000/870) * REEREHFELEED
2 4T BIER A G 45 M) HN98,509,0007 7T ©

(1) BERERFFTERER
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A8 o WA A271,915,0008 T © BEF
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21% ° 4 7 /62,360,000 7T © 8 £ F
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It is EBOHR’s plan to establish ten boutique shops selling
its proprietary brand watches, such as PAMA, KANA
and the Swiss-made watches under EBOHR’s designed
brand names. Each boutique shop is expected to cost
approximately RMB1 million and the total investment
would be approximately RMB10 million. As of the end of
2009, two boutique shops were fully in operation. Besides,
EBOHR has also commenced sale through internet in
Mainland China.

EBOHR has established a 100% owned subsidiary in
Switzerland, marketing the Swiss-made watches under
EBOHR’s designated brand names and the Mainland
China-made watches of sophisticated mechanical
movement. The distribution outlet in Biel, Switzerland will
be in operation in May 2010. At the same time, the Swiss-
made watches under EBOHR’s designated brand names
would also be sold in its local distribution channels.

Zhuhai Rossini Watch Industry Ltd. (“Rossini”), a 91%
subsidiary of the Group, also achieved satisfactory result
in 2009. Revenue was HK$280,606,000, an increase
of HK$234,720,000, or 512%, from HK$45,886,000
last year, contributing net profit of approximately
HK$71,170,000 to the Group.

WM E AR THERESR
HEPAMAKKANASE B B @8 F 8 R OK
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A FEH AREET,000,0007T @ MR E %A
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(2)

Rossini made significant improvements in the
manufacturing, operation, sale and marketing. Among the
improvements, Rossini recruited watch designers in the
leading schools in Mainland China and watch designers
from Hong Kong to develop new product lines to work
with its existing well qualified team; these new product
lines reflect the current international trends and yet
take into account of the unique preference of the local
market that Rossini manages to pass both ISO9001 and
ISO14001. It is the only watch manufacturer and distributor
in Mainland China achieves two recognitions, which shows
its significant advancement in operation. Rossini has also
added 145 distribution outlets in the first, second and
third-tier cities to its comprehensive sale network.

Shenzhen Permanence Commerce Co., Ltd.
(“Permanence”) is developing strongly. It contributed
revenue of HK$16,593,000. As its growth foundation has
been firmly developed in 2009, it will be a revenue and
profit driver for the Group in 2010.

Enamelled copper wires business

Fuzhou Dartong Mechanic and Electronic Company
Ltd. (“Fuzhou Dartong”), a 49% owned joint venture of
the Group contributed revenue and net profit after tax
of approximately HK$471,149,000 and HK$10,830,000
respectively in 2009. Its revenue decreased by 20% while
net profit after tax increased by 239% compared with
2008. During 2009, Fuzhou Dartong developed additional
market share in air-conditioner and vehicle generator and
developed closer relationship with leading multinational
and leading local companies.

Jiangsu Dartong M&E Company Ltd. (“diangsu
Dartong”), a 25.58% owned associated company of the
Group contributed net profit after tax of approximately
HK$1,877,000 in 2009 which increased significantly by
679% compared with 2008.
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3)

(4)

The efforts to improve the portfolio of customers, to
provide the right products and to implement cost control
paid off. Both companies managed to establish strategic
alliance with multinational and leading local companies;
develop new customers in the areas of power generator,
automobile and electric tools; develop new products for
wind power and new products such as flat enamelled
copper wires and enamelled aluminum wires; and
increased market share for air-conditioner and vehicle
generator. In addition, the production costs and other
costs are properly controlled.

Investment in Citychamp Dartong

During the year, the Group received cash dividend of
HK$8,238,000 from Citychamp Dartong Company Limited
(“Citychamp Dartong”). On 3 March 2010, Citychamp
Dartong announced its results under PRC GAAP for the
year ended 31 December 2009. The earnings per share
for the year was RMBO0.43, which represented an increase
of 59% as compared with last year. The annual dividends
from Citychamp Dartong and the possible gradual
divestment of shares of Citychamp Dartong shares upon
expiry of the lock-up period on 22 May 2010 will provide
sources of funds to the Group for potential watches and
timepieces related acquisitions.

Termination of timber plant in Shenzhen

The Group received from the Shenzhen Government
the compensation of RMB716 million, being 89.5%
of the proceeds from the sale of land. Approximately
50% of the gain from the land auction and resumption
was accounted for in 2008 and 2009 respectively. The
Group recognized the gain on disposal before tax of
HK$317,227,000 in 2008 and HK$309,799,000 in 2009.
The profit from discontinued operation for 2009 and 2008
was HK$225,651,000 and HK$251,812,000 respectively.

A joint venture, 70% owned by Citychamp Dartong and
30% owned by the Group, acquired the land and will
develop the land into a residential, commercial, office and
hotel complex with total gross floor area of 205,693 sgm.
The Group’s share of registered capital of the joint venture
and the consideration of the land is RMB270 million in
aggregate and there was no other funding requirement
from the Group for the development. In view of the stable
land and property market in Shenzhen, the outlook for the
real estate development and for the resale value of the
land is considered satisfactory.
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(4)
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(6)

Property investment

The factory complex in Dongguan, the property on Yan He
South Road, Luohu District, Shenzhen, three shop units
on Xianghua Road, Zhuhai, in Guangdong Province of the
PRC, and one apartment in Hong Kong owned by the
Group have been leased out, with stable rental returns to
the Group for the year under review.

FINANCIAL POSITION

(1)

(2)

3)

(4)

Liquidity, financial resources and capital
structure

As at 31 December 2009, the Group had non-
pledged cash and bank balances of approximately
HK$257,404,000 (31 December 2008: HK$62,340,000).
Based on the bank loans of HK$122,533,000 (31
December 2008: HK$173,393,000) and shareholders’
equity of HK$2,941,784,000 (31 December 2008:
HK$1,659,700,000), the Group’s gearing ratio (being loans
divided by Shareholders’ equity) was 4% (31 December
2008: 10%).

As at 31 December 2009, the Group’s bank loans
amounting to HK$104,715,000 (85% of all bank loans)
were repayable within one year.

Charge on assets
Banking facilities of the Company were secured by the
Group’s investment properties in Tai Hang with net book
values amounting to approximately HK$15,500,000 as at
31 December 2009.

Capital commitments

As at 31 December 2009, the Group had capital
commitments of HK$1,374,000 (31 December 2008:
HK$228,229,000).

In October 2009, the Group undertook to take up its
rights entitlement in full under the rights issue proposed
by Citychamp Dartong (the “Citychamp Rights Issue”) at
a cash consideration of not more than RMB236,516,373
(equivalent to approximately HK$268,769,000). The
Citychamp Rights Issue is subject to approval from the
relevant PRC government authorities. As at 31 December
2009 and up to the date of this report, the Citychamp
Rights Issue has not been completed. Details about the
Citychamp Rights Issue are set out in the Company’s
announcement dated 16 October 2009.

Contingent liabilities
The Group had no material contingent liabilities at the
balance sheet date.

(5)
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OUTLOOK

With a strong Central Government support, a rising income/
education level and an improving national transportation
network, economic growth and urbanization in Mainland
China is expected to accelerate in the next few years. Such
development should benefit the watches and timepieces
business in Mainland China.

The Group is committed to build a portfolio covering extensive
products and markets through various watch related
companies. In addition, the Group is also interested in the
distribution of luxury products. To this end, the Group intends to
achieve the development with organic growth and acquisitions
and/or alliances. While there are tremendous initiatives for
organic growth of EBOHR, Rossini and Permanence, the Group
also intends to grow through acquisitions and/or alliances.

Strong recurring income of EBOHR, Rossini and Permanence
will be applied for financing the organic growth. The cashflow
from potential divestment of non-core businesses will provide
funds for acquisitions in Mainland China and overseas. Our
Group is in advanced discussions with watch manufacturing
and distribution companies, mechanical watch movement
companies, watch distribution companies and watch and
jewelry distribution companies in Mainland China. In addition,
our Group is actively identifying and evaluating acquisition
opportunities in Switzerland.

We believe we would make substantial progress to the ultimate
goal of building a comprehensive portfolio of companies
specializing in manufacturing watches and mechanical
movement and distribution of the proprietary brands and non-
proprietary brands in Mainland China and overseas in 2010.

EMPLOYEES AND REMUNERATION POLICY
As at 31 December 2009, the Group had approximately 1,500
full-time staff in Hong Kong and the PRC. The remuneration
packages offered to the employees were determined and
reviewed on an arm’s length basis with reference to the market
condition and individual performance. The Group also provides
other benefits to its employees, including year end double pay,
medical insurance and retirement benefits, and incentive bonus
are offered with reference to the Group’s operating results and
employees’ individual performance. All employees of the Group
in Hong Kong have joined the provident fund schemes.
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APPRECIATION

The Group’s impressive performance in the past period was
the result of the dedicated work by the management and its
staff. | would like to take this opportunity to express our sincere
gratitude to our employees, customers, bankers, professional
consultants and shareholders for their support.

Shang Jianguang
Chief Executive Officer

Hong Kong, 31 March 2010
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Directors and Senior Management

HHAR

EHKEE

EXECUTIVE DIRECTORS $#if7# %

HON Kwok Lung (Chairman)

Mr. Hon Kwok Lung, aged 55, is the Chairman of the Board of Directors
of Citychamp Dartong Company Ltd. (“Citychamp Dartong”), the shares of
which are listed on the Shanghai Stock Exchange in the PRC. Citychamp
Dartong and its subsidiaries are principally engaged in manufacturing and
sale of enamelled copper wires and property development in the Mainland
China. Mr. Hon has extensive business experience in the Mainland China.
Mr. Hon is a member of China Overseas Chinese Committee; Standing
Committee of Jinlin Overseas Chinese Committee; Chinese People’s
Political Consultative Conference (“CPPCC”), Beijing; CPPCC, Hai Dian
District Committee of Beijing; and CPPCC, Fu Zhou Committee. He joined
the Board in April 2004.
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SHANG Jianguang (Chief Executive Officer)

Mr. Shang Jianguang, aged 58 and graduated in Fuzhou University
majoring in Chemistry, is a qualified senior engineer in the Mainland China.
Prior to joining the Group, he assumed senior posts in various large
companies, and was General Manager and Director of Min Xin Holdings
Limited, a company listed on the main board of the Stock Exchange. He
has extensive knowledge and experience in corporate and investment
management. He joined the Board in November 2004.
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SHI Tao

Mr. Shi Tao, aged 46, holds a Bachelor degree in Engineering from
Tsinghua University and a Master degree in Engineering from Wuhan
University of Technology (formerly known as Wuhan Industrial University).
Mr. Shi has years of business experience in the Mainland China. He has
also been appointed as an Executive Director of New Capital International
Investment Limited, a company whose shares are listed on the Stock
Exchange, since November 2006. He joined the Board in April 2004.
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LAM Toi Man

Mr. Lam Toi Man, aged 52, has various years of experience in property
development in the Mainland China. Mr. Lam has been the General
Manager of Zhejiang Huashun Real Estate Investment Co., Ltd. In addition,
he has been appointed as an Executive Director and the General Manager
of Hangzhou Yuanhua Mart Construction Co., Ltd.. He joined the Board in
April 2004. Mr. Lam is the brother-in-law of Mr. Hon Kwok Lung.
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NON-EXECUTIVE DIRECTOR JE#47 &5

SIT Lai Hei

Ms. Sit Lai Hei, aged 33 and graduated in Fuzhou University taking
Marketing as her major, is a qualified assistant engineer in Mainland China.
She joined the Board in November 2004. Ms. Sit is the daughter-in-law
of Mr. Hon Kwok Lung. In addition. Ms. Sit’s husband is a nephew of Mr.
Lam Toi Man.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
B PAT g

FUNG Tze Wa

Mr. Fung Tze Wa, aged 53, is a Certified Public Accountant and a Director
of an accounting firm in Hong Kong. Mr. Fung has various years of
experience in auditing, taxation and company secretarial practice in Hong
Kong. He obtained a Master degree in professional accounting from the
Hong Kong Polytechnic University in 2000. He is a member of the Hong
Kong Institute of Certified Public Accountants (“HKICPA”), the Chartered
Association of Certified Accountants, the Taxation Institute of Hong Kong
and the Society of Chinese Accountants and Auditors. He has also been
appointed as the independent non-executive director of New Capital
International Investment Limited since April 2004 and of Jiwa Bio-Pharm
Holdings Limited since September 2004. Both companies’ shares are listed
on the Stock Exchange. He joined the Board in April 2004.
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KWONG Chun Wai, Michael

Dr. Kwong Chun Wai, Michael, aged 45, is a fellow of the International
Institute of Management, a member of the Hong Kong Institute of
Marketing, a member of the Hong Kong Logistics Association, a certified
professional marketer of the Hong Kong Institute of Marketing and a
business strategist specialising in the area of marketing and business
administration. Dr. Kwong obtained a Bachelor of arts degree with honours
in philosophy from the University of Nottingham in the United Kingdom in
1987 and a Doctorate degree in business administration from Newport
University in the United States in 2001. Dr. Kwong has also been appointed
as an independent non-executive director of New Capital International
Investment Limited, a company whose shares are listed on the Stock
Exchange, since November 2006. He joined the Board in April 2004.
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LI Qiang

Mr. Li Qiang, aged 44, holds a Master of Science degree and a PhD
of Economics degree. Since March 2004, he is a senior consultant of
Insurance Fund Management Regulatory Department of China Insurance
Regulatory Commission. He has over 16 years of experience in the
Mainland China financial market, including banking, securities and fund
management. He joined the Board in November 2004.
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SENIOR MANAGEMENT &E&AR

FONG Chi Wah

Mr. Fong Chi Wah, aged 47, is the Chief Financial Officer and Secretary
of the Company. Mr. Fong is an associate member of HKICPA, a fellow
member of CPA Australia, a Chartered Financial Analyst and a member
of the Hong Kong Institute of Directors. Mr. Fong has over 20 years of
extensive experience in various sectors of the financial industry, including
direct investment, project and structured finance, and capital markets with
focus on the Mainland China and Hong Kong. Mr. Fong was a director of
Baring Capital (China) Management Limited and held various management
positions in ING Bank. He joined the Company in September 2004.
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TAO Li

Mr. Tao Li, aged 57, is the Vice President of the Company. He is also a
Director and General Manager of several subsidiaries of the Company and
in charge of the watch manufacturing and distribution businesses of the
Group. Mr. Tao graduated from Beijing Foreign Trade College (currently
known as China Foreign Economy and Trade University) in 1978 is a
senior economist in Mainland China. He has over 26 years of experience in
business administration, marketing and international trading. He has been
working with the Group since 1991.
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YIN Weirong

Mr. Yin Weirong, aged 53, is a qualified senior economist. He is the Vice
President of the Company, he is also a Director and a Deputy General
Manager of various subsidiaries of the Company. Mr. Yin was the Chief
Representative of a reputable multinational company in the PRC and
the General Manager of a large PRC international trust and investment
corporation responsible for investment in industrial and financial projects.
Having acquired over 30 years of corporate management developing
markets in the PRC and overseas, he joined the Company in April 2007.

FER

FERELE  RFEOLT=K HESRKBNEE RAXFEBENET
MBARZEZREHAELE FEECEPRAE—HZ2BEEERE
ZERERER  R—HPEAREREERRERTNLE  SRREMEL
B RECEEKEERLER BATSHEITHAFEB=TFLEL
B BN _ZTTLFMOAMAREKHE -




Annual Report 2009 —ZEEHFEER 029

Corporate Governance Report 2009
CERFNAFSEE R

CORPORATE GOVERNANCE PRACTICES
The Company is committed to maintain a standard of
corporate governance that is consistent with market
practices.

The Company has applied the principles and complied with
all the applicable code provisions of the Code on Corporate
Government Practices (“Code”) as set out in Appendix 14 of
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“Listing Rules”) for the year
ended 31 December 2009 except for code provision E.1.2.
Code provision E.1.2 stipulates that the Chairman of the
board of directors should attend the annual general meeting.
The Chairman of the board of directors will endeavor to
attend all future annual general meetings of the Company
unless unexpected or special circumstances preventing
him from doing so. The Board will continuously review and
improve the corporate governance practices and standards of
the Company to ensure that business activities and decision-
making processes are properly regulated.

The followings summarize the Company’s key corporate
governance practices.

DIRECTORS’ SECURITIES TRANSACTIONS
The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code”)
as set out in Appendix 10 of the Listing Rules as the code
of conducts for securities transactions by directors of the
Company. All the members of the board have confirmed,
following specific enquiry by the Company, that they have
complied with the required standard as set out in the Model
Code throughout the year ended 31 December 2009.

BOARD OF DIRECTORS

The principal focus of the board is on the overall strategic
development and direction of the Group. The board
also monitors the financial performance and the internal
controls of the Group’s business operations. The board has
established a clear segregation of duties and responsibilities
between the board and the management as to which types
of decisions are to be taken by the board and which are to
be delegated to management. This segregation of duties and
responsibilities will be regularly reviewed by the board.
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The board comprises of four Executive Directors (one of
whom is the Chairman and the other of whom is the Chief
Executive Officer), one Non-executive Director and three
Independent Non-executive Directors. In addition, one of the
Independent Non-executive Directors possesses appropriate
professional accounting qualifications and financial
management expertise. Profiles of directors are set out in the
pages 23 to 26 of the Annual Report.

With a wide range of expertise and a balance of skills, the
Independent Non-executive Directors bring independent
judgment on issues of strategy, policy, performance,
accountability, resources, key appointments and standards
of conduct through their participating in board meetings and
committee work.

The views of the Independent Non-executive Directors carry
significant weight in the board’s decision-making process.
The board considers that each Independent Non-Executive
director is independent in character and judgment and that
they all meet the specific independent criteria as required
by the Listing Rules. The Company has received from each
Independent Non-executive Director an annual confirmation
of his independence pursuant to Rule 3.13 of the Listing
Rules and the Company still considers such directors to be
independent. The Independent Non-executive Directors are
explicitly identified in all corporate communications.

The board meets regularly throughout the year to review
the overall strategy, discuss business opportunities and to
monitor the operation as well as the financial performance of
the Group. With the assistance of the Company Secretary,
the Chairman and the Chief Executive Officer are primarily
responsible for drawing up and approving the agenda
for each board meeting in consultation with all directors.
Notice of at least 14 days have been given to all directors
for all regular board meetings and the directors can include
matters for discussion in the agenda if necessary. Agenda
and accompanying board papers in respect of regular board
meetings are sent out in full to all directors within reasonable
time prior to confirmation.

To facilitate the directors to discharge their responsibilities,
they are continuously updated with regulatory developments,
business and market changes and the strategic development
of the Group.
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Minutes of board meetings and meetings of board
committees are kept by duly appointed secretaries of the
respective meetings and all directors have access to board
papers and related materials, and are promptly provided with
adequate information, which enable the board to make an
informed decision on matters placed before it.

Save as mentioned below, there is no relationship among
members of the board:

()  Mr. Lam Toi Man (Executive Director) is the brother-in-
law of Mr. Hon Kwok Lung (Chairman of the board).

(i) Ms. Sit Lai Hei (Non-executive Director) is the daughter-
in-law of Mr. Hon Kwok Lung and Ms. Sit’s husband is a
nephew of Mr. Lam Toi Man.

During the year, five board meetings were held and the
individual attendance of each director is set out below:

EXeNEFZRENERCHIMEEREL
AZENWERE - MEESFHABMAEFEX
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Attendance/Meetings Held

Name of director BEEHS HE BTEEESERHY
HON Kwok Lung FEEIEE 5/5
SHANG Jianguang R 5/5
SHI Tao yape 2/5
LAM Toi Man MR X 4/5
SIT Lai Hei ] 5/5
FUNG Tze Wa ST EE 4/5
KWONG Chun Wai, Michael RR&(E 0/5
LI Qiang g 3/5
Re-election of Directors BEEEE

Each of the directors is appointed for a specific term and is &ESBHIRETTHEST  BBAEIFIAATE
subject to the rotation provision of the Company’s Articles of 124REBIAMRESENKEY - BRLVE=FRT
Association and shall retire at least once every three years. — K e

Pursuant to the existing Articles of Association of the RIEBEAATMNIRITERMA  NEERFEBEKX

Company, at every annual general meeting, one-third of
the directors for the time being or, if their number is not a
multiple of three, then the number nearest to but not less
than one-third shall retire from office. Besides, the Company
will ensure full compliance with the Code provision that every
director should be subject to retirement by rotation at least
once every three years.
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Remuneration Committee

Members of the Remuneration Committee are Mr. Fung Tze
Wa (Committee Chairman), Dr. Kwong Chun Wai, Michael,
Mr. Li Qiang, Mr. Hon Kwok Lung and Mr. Shang Jianguang.

The majority of the Remuneration Committee members are
Independent Non-executive Directors. The Remuneration
Committee recommends the board on the Group’s overall
policy and structure for all remuneration of directors and
senior management and on the establishment of a formal
and transparent procedure for developing policy on such
remuneration. The Remuneration Committee ensures that no
director or any of his/her associates is involved in deciding
his/her own remuneration. The terms of reference of the
Remuneration Committee were adopted are consistent with
the requirements of the Code.

The Remuneration Committee has met once on 16 April 2009
to review the main elements of the Company’s remuneration
policy for directors and senior management, and to review
and approve the specific remuneration packages of all
directors and senior management.

During the year, one Remuneration Committee meeting was
held. The individual attendance of each member is set out
below:
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Attendance/Meetings Held

Name of director BEEHR HEBITEEIH
FUNG Tze Wa ST 11
KWONG Chun Wai, Michael BB (E 1/1
LI Qiang Zog 0/1
HON Kwok Lung RN 11
SHANG Jianguang [EEE 1/1

Nomination of Directors

The Company currently does not have a nomination
committee. The Company will consider setting up one at the
appropriate time.

EERE
ARABRBFLERIIEREZES - ARAHRE
ERREREEKRL—EREEES -



Annual Report 2009 —EE M FFER 033

Corporate Governance Report 2009 ZFFJUFE A ES RS

Audit Committee

Members of the Audit Committee are Mr. Fung Tze Wa
(Committee Chairman), Dr. Kwong Chun Wai, Michael and
Mr. Li Qiang.

The composition and members of the Audit Committee
complies with the requirements under Rule 3.21 of the Listing
Rules. The written terms of reference which describe the
authority and duties of the Audit Committee were adopted
in 1999 and subsequently revised on 23 August 2005 to
conform to the provisions of the Code.

During the year under review, the Audit Committee met
with the Company’s external auditors, the board and senior
management. The Audit Committee has met two times to
review the reporting of financial (including half-yearly and
annual results) and other information to shareholders, the
accounting system, the system of internal controls, risk
management, effectiveness and objectivity of the audit
process and perform other duties set out in this terms
of reference. Members of the Audit Committee visited
subsidiaries and associates of the Group and enquired
about and comment on the matters related to system of
accounting, internal controls and risk management of those
subsidiaries. They also reviewed and commented internal
audit reports of subsidiaries and associates and adequacy
of resources, qualifications, experience and training of staff
engaged in the accounting and financial reporting function.

The Audit Committee reviewed with the management the
accounting principles and practices adopted by the Group
and discussed internal controls and financial reporting
matters including a review of the accounts for the year ended
31 December 2009.

During the year, two Audit Committee meetings were held
and the individual attendance of each member is set out
below:
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Attendance/Meetings Held

Name of director BENS HiEBTEEHE
FUNG Tze Wa BT 2/2
KWONG Chun Wai, Michael BEE 2/2
LI Qiang Zrog 1/2
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AUDITORS> REMUNERATION

For the year ended 31 December 2009, the Company has
paid an audit fee of HK$1,380,000 in relation to the audit
services for the financial statements for the year ended 31
December 2009. The audit fee was approved by the Audit
Committee and endorsed by the board.

INTERNAL CONTROLS

The board has overall responsibility for maintaining an
adequate system of internal controls of the Company and
for reviewing its effectiveness. The board is committed
to implementing an effective and sound internal controls
system to safeguard the interest of shareholders and the
Group’s assets. The board has delegated to management
the implementation of the system of internal controls and
reviewing of all relevant financial, operational, compliance
controls and risk management function within an established
framework and reporting to the board and Audit Committee
on its material findings.

DIRECTORS”
STATEMENT

The directors are responsible for the preparation of accounts
for each financial period which give a true and fair view of the
state of affairs of the Group and of the results and cash flow
for that period. In preparing the accounts for the year ended
31 December 2009, the directors have selected suitable
accounting policies and applied them consistently; adopted
appropriate Hong Kong Financial Reporting Standards
and Hong Kong Accounting Standards; made adjustments
and estimates that are prudent and reasonable; and have
prepared the accounts on the going concern basis. The
directors are also responsible for keeping proper accounting
records which disclose with reasonable accuracy at any time
the financial position of the Company.

RESPONSIBILITY
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INVESTOR RELATIONSHIP AND
COMMUNICATION

The Company endeavours to maintain a high level of
transparency in communicating with shareholders and the
investment community at large. In order to ensure effective,
clear and accurate communications with the shareholders
and investors, all corporate communications are arranged
and handled by the Executive Directors and designated
senior executives according to established practices and
procedures of the Company.

The Company has announced its annual results and interim
results in a timely manner during the year under review,
which is within the time limits set out in the Listing Rules.
Separate resolutions are proposed at the general meetings
on each substantially separate issue, including the re-election
of individual directors. In addition, procedures for demanding
a poll are included in the circular to shareholders dispatched
together with the annual report.

The Company has also maintained websites at www.irasia.com/
listco/hk/chinahaidian and www.chinahaidian.com which
enable shareholders, investors and the general public to
have access to the information of the Company on a timely
basis. Financial information and all shareholder corporate
communications of the Company are made available on the
Company’s website and updated regularly.

Shareholders who wish to raise any queries with the board
may write to the Company Secretary at Unit 1902-04, Level
19, International Commerce Centre, 1 Austin Road West,
Kowloon, Hong Kong.
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HHE R

The directors present their report and the audited financial
statements of the Company and of the Group for the year
ended 31 December 2009.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of the principal subsidiaries
are set out in note 21 to the financial statements. There were
no significant changes to the Group’s principal activities
during the year.

RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2009
and the state of affairs of the Company and of the Group at
that date are set out in the financial statements on pages 47
to 161.

The directors recommended the payment of a final dividend
of HK4.1 cents per share for the year ended 31 December
2009.

SUMMARY FINANCIAL INFORMATION

A summary of the published results, assets, liabilities and
minority interests of the Group for the last five financial years,
as extracted from the audited financial statements, is set out
on pages 162 and 163. This summary does not form part of
the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT AND
INVESTMENT PROPERTIES

Details of movements in the property, plant and equipment,
and investment properties of the Company and of the Group
during the year are set out in notes 17 and 18 to the financial
statements, respectively. Further details of the Group’s
investment properties are set out on page 164 of the annual
report.

SHARE CAPITAL
Details of the movements in the share capital of the Company
are set out in note 36 to the financial statements.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s articles of association or the laws of the Cayman
Islands which would oblige the Company to offer new shares
on a pro rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY
Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities
during the year.

RESERVES

Details of movements in the reserves of the Company and
of the Group during the year are set out in note 38 to the
financial statements and in the consolidated statement of
changes in equity, respectively.

DISTRIBUTABLE RESERVES

In addition to the retained profits of the Company, the
share premium account of the Company is also available
for distribution to shareholders provided that the Company
will be able to pay its debts as they fall due in the ordinary
course of business immediately following the date on which
any such distribution is proposed to be paid.

At 31 December 2009, the Company had reserves of
HK$447,848,000, being the share premium account,
available for cash distribution and/or distribution in specie.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest
customers accounted for 47% of the total sales for the year.
Purchases from the Group’s five largest suppliers accounted
for 62% of the total purchases.

The percentage of sales attributable to the Group’s largest
customer was 32%. The percentage of purchases attributable
to the Group’s largest supplier was 51%.

Sales to a joint venturer of the Group’s jointly-controlled
entity, of which three directors of the Company are also
directors amounted to HK$338,904,000 in 2009. The sales
was based on the open market price.
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DIRECTORS
The directors of the Company during the year were:

Executive Directors:

Mr. Hon Kwok Lung, Chairman

Mr. Shang Jianguang, Chief Executive Officer
Mr. Shi Tao

Mr. Lam Toi Man

Non-executive Director:
Ms. Sit Lai Hei

Independent Non-executive Directors:
Mr. Fung Tze Wa

Dr. Kwong Chun Wai, Michael

Mr. Li Qiang

In accordance with article 116 of the Company’s articles of
association, Mr. Hon Kwok Lung, Ms. Sit Lai Hei and Mr.
Li Qiang will retire by rotation and, being eligible, will offer
themselves for re-election at the forthcoming annual general
meeting.

The Company has received annual confirmation of
independence from each of the three Independent Non-
executive Directors, Mr. Fung Tze Wa, Dr. Kwong Chun
Wai, Michael and Mr. Li Qiang that they have met all the
factors concerning their independence as set out in Rule
3.13 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) and that there are no other factors which may affect
their independence. The Company’s board of directors
(the “Board”) considers these 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 23 to
28 of the annual report.
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DIRECTORS’ INTERESTS IN CONTRACTS
No director had a material interest, either directly or indirectly,
in any contract of significance to the business of the Group
to which the Company or any of its subsidiaries was a party
during the year.

DIRECTORS SERVICE CONTRACTS

Mr. Shang Jianguang, an Executive Director and the Chief
Executive Officer of the Company, has a service contract with
the Company for a term of three years commencing from 18
November 2008 and is subject to termination by either party
by giving not less than three month’s written notice.

Mr. Hon Kwok Lung, the Chairman of the Company, Mr.
Shi Tao, and Mr. Lam Toi Man, Executive Directors of the
Company, have service contracts with the Company for an
initial term of two years commencing from 1 July 2004 and is
subject to termination by either party by giving not less than
two months written notice. These service contracts will each
continue for successive terms of one year unless terminated
by not less than two months written notice served by either
party to the other.

Mr. Fung Tze Wa and Dr. Kwong Chun Wai, Michael,
Independent Non-executive Directors of the Company, have
service contracts with the Company for an initial term of
two years commencing from 3 May 2004. These service
contracts will each continue for successive terms of one year
unless terminated by not less than one month’s written notice
served by either party to the other.

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.
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DIRECTORS REMUNERATION

The directors’ fees can be fixed by the directors of the
Company and are subject to shareholders’ authorisation
at general meetings. Other emoluments are determined by
the Board with reference to the duties, responsibilities and
performance of the directors and the results of the Group.

DIRECTORS AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

At 31 December 2009, the interests or short positions
of the directors and chief executive in the share capital
and underlying shares of the Company or its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO”)), as recorded in the
register required to be kept by the Company pursuant to
Section 352 of the SFO, or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the
“Model Code”) of the Listing Rules, were as follows:

Long position in ordinary shares of the Company:
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Percentage of the

Number of Company’s issued

Capacity and ordinary share capital

nature of interest shares held HERQATERT

Name of director EENR SokERME g EREE BAEDL
Mr. Hon Kwok Lung FREIRES A Through controlled 2,621,957,515 74.01%

corporations
FHBZIESIRF]

Note:

871,957,515 shares of the Company are held by Sincere View International
Limited (“Sincere View”), which is owned as to 80% and 20% by Mr. Hon Kwok
Lung and his wife, Ms. Lam Suk Ying, respectively. 1,750,000,000 shares were
held by Full Day Limited (“Full Day”), which is wholly-owned by Mr. Hon Kwok
Lung.

Mr. Hon Kwok Lung and Ms. Lam Suk Ying are deemed to have an interest in
the same parcel of shares of 2,621,957,515 held by Sincere View and Full Day.

Save as disclosed above, as at 31 December 2009, no
person had registered an interest or short position in the
shares and underlying shares of the Company or any of its
associated corporations that was required to be recorded
pursuant to Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the
Model Code.
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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 granted to any director or their respective spouse
or minor children, 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 to acquire such rights in
any other body corporate.

SUBSTANTIAL SHAREHOLDERS INTERESTS
IN SHARES AND UNDERLYING SHARES

At 31 December 2009, the following interests of 5% or more
of the issued share capital of the Company were recorded in
the register of interests required to be kept by the Company
pursuant to Section 336 of the SFO:

Long position:

o 0 il By e 6 2 Z AR

REREMER  EFRERESAORBIARK
FTAMBEERIITEANEBEA R AR KA

HWHMBR - WAL TR B R R I =
SEEMEH - RIEEE TR b5 B ER
RS -

TR RO BB B A B B Ay Z A 2
R-ZBAFF+-A=+—A  ERARARE
5 R K DI 336 IRTF R 2 m B R AT
- THIALHARDADHTBRACKHA LR
HaE:

Percentage of the

Number of Company’s issued

Capacity and ordinary share capital

nature of interest shares held HERQATERT

Name of shareholders  BRERZ®E S SoRERME FiEZERER BAT 2

Full Day sHE Directly beneficially 1,750,000,000 49.40%
owned
ETR ﬂm%ﬁﬁ

Sincere View == Directly beneficially 871,957,515 24.61%
owned
E\mﬂ?ﬁﬁ

Hon Kwok Lung (Note) EEEFE () Deemed interest 2,621,957,515 74.01%
RIEH B s

Lam Suk Ying (Note) RO (B EE) Deemed interest 2,621,957,515 74.01%
BIEER#ER

Note: fizE -

As Mr. Hon Kwok Lung owns 100% and 80% of Full Day and Sincere View
respectively, he is deemed to be interested in the total of 2,621,957,515
shares held by Full Day and Sincere View under Part XV of the SFO. Ms. Lam
Suk Ying, being Mr. Hon Kwok Lung’s spouse, is also deemed to be interested
in the total of 2,621,957,515 shares held by Full Day and Sincere View under
Part XV of the SFO. Mr. Hon Kwok Lung is a director of both Full Day and
Sincere View.

Save as disclosed above, as at 31 December 2009, no
person, other than the directors and chief executive of the
Company, whose interests are set out in the section headed
“Directors’ and chief executive’s interests and short positions
in shares and underlying shares” above, had registered an
interest or short position in shares and underlying shares of
the Company that was required to be recorded pursuant to
Section 336 of the SFO.

HRBEEELEDEATLE RIER100% R80% &= + 1R
BEHFRBEEASEXVE  BREERFLRESMEAL
2,621,957, 515 P B = - BRIFFSH LHEEAEXV
B BRIREAEZRBMRRZ TR BERHLERERFE
2,621,957, 515k AR = - FRELEAHERES
PASES -

BREXREEN R-ZEAFT _A=1+—
B BREEaSN EX[ESFRERITHRABRK
R D 2 E AR |2 ARREER
TETBRAEN  BEESAMALRARARD
MR B R A AREE S KRB REIF336
T IARCER < HE 2R SOA R ©
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Report of the Directors # %5 & #

CONNECTED TRANSACTION

During the year, there is no connected transaction of the

Group under the Listing Rules.

SHARE OPTION SCHEME
Particulars of the share option schemes of the Company are
set out in note 37 to the consolidated financial statements.

The following table discloses movements in the Company’s
share options for the year ended 31 December 2009:

I 22 32

RKIFERT7 ©

18 S 5 Uk I B e il 8
ARRATRHESERBR DB EFIRHR R AW BR

AREBRFERL EETEM EHRANIAT 2 BE

TEHEBALAEERBRAENBE_TTN
F+-A=t+—AILFEZE

Number of share options

BERBROERR
Exercised At 31
At 1 January during December
2009 the year 2009
Name or category R-BZLEF R=ZZhF
of participants SHEEMERER —H—H RERTE +=A=+—A8
Executive directors HITES
Mr. Hon Kwok Lung SRR A 3,500,000 - 3,500,000
Mr. Shang Jianguang PSS 8,000,000 - 8,000,000
Mr. Shi Tao RERE 5,000,000 - 5,000,000
Mr. Lam Toi Man M4 3,500,000 - 3,500,000
Independent BAFHITES
non-executive directors
Mr. Fung Tze Wa IBTELE 3,500,000 - 3,500,000
Dr. Kwong Chun Wai, BMEEE L
Michael 3,500,000 - 3,500,000
Mr. Li Qiang FoREAE 3,500,000 - 3,500,000
Sub-total N5 30,500,000 - 30,500,000
Other eligible employees Hit5EKES
In aggregate &5t 98,000,000 (645,000) 97,355,000
Other eligible persons Hit 5 &R AL
In aggregate &5t 50,500,000 - 50,500,000
Total @ 179,000,000 (645,000) 178,355,000
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Report of the Directors # %5 & #

DIRECTORS INTERESTS IN A COMPETING
BUSINESS

During the year, no director is considered to have an interest
in a business which competes or is likely to compete, either
directly or indirectly, with the businesses of the Group
pursuant to the Listing Rules, other than those businesses to
which the directors were appointed as directors to represent
the interest of the Company and/or the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the
Company and within the knowledge of the directors, the
Company’s shares which are in the hands of the public
exceeded 25% of the Company’s total issued share capital as
at the date of this report.

CODE ON CORPORATE
PRACTICES

In the opinion of the Directors, the Company has applied
the principles and complied with the code provisions in the
Code on Corporate Governance Practices (the “Code”) as
set out in Appendix 14 of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”) throughout the year ended 31 December
2009, except for the deviations from code provisions E.1.2
of the Code as explained in the Company’s interim report for
the period ended 30 June 2009.

GOVERNANCE

MODEL CODE
TRANSACTIONS
The Board adopted the Model Code as the Company’s
code of conduct for dealings in securities of the Company
by the directors. Having made specific enquiry with all the
Company’s directors, the Company has ascertained that all
of its directors have complied with the required standards
set out in the Model Code throughout the accounting year
covered by this annual report.

FOR SECURITIES

o I T R

FR - BEFARKREARAR SAAEEERM
EZERESZREFFRBI  REBELTAA - 8
BEESRAAEEREAEZRARAKERBENE
FRAIRERBACRF 2 EH T RA R

JE 5 S FE B A
BARNRAAAERZEMERBEESHNNE 2
BALFHEARGTROHHBEBBERDRATRE
Az 232 BITRRA25% ©

e g R g

BEEZRR BARABE_ZTAFA=1H
IRz PR E TR R T Al X FE1.2
&5 RRRRBE —_ZTTAF+-_RA=+—H
LTFECRAEAHARIMBRARES LM
HMANT EMRB D14 EXERTE R TR
(M7 R 2[RRI Ko 38 <7 8 7 < AR »

it 27 38 5 1 B M S

EEECRMBRETAERARREREEEAR
AEFZBETER - KAARAZRERIFHA
BERR  ARAEEMEEENAFHRAMEE
EEetFE B8 TRETRIRAH ZMEER -
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REMUNERATION COMMITTEE

The Company has established a remuneration committee
(the “Remuneration Committee”) on 23 August 2005 in
compliance with the Listing Rules, terms of reference of
which have been adopted by the Board of the Company
are consistent with the requirements of the Code. The
Remuneration Committee currently comprises the three
Independent Non-executive Directors, Mr. Fung Tze Wa (the
Chairman of the Committee), Dr. Kwong Chun Wai, Michael
and Mr. Li Qiang, the Chairman of the Board, Mr. Hon Kwok
Lung and the Chief Executive Officer, Mr. Shang Jianguang.

AUDIT COMMITTEE

The Company has an audit committee which was established
in compliance with Rule 3.21 of the Listing Rules for the
purpose of reviewing and providing supervision over the
Group’s financial reporting process and internal controls.
The audit committee comprises the three Independent Non-
executive Directors of the Company. The audit committee
has reviewed with management the accounting principles
and practices adopted by the Group and discussed auditing,
internal control and financial matters including the review
of the audited financial statements for the year ended 31
December 2009.

AUDITORS

In January 2007, Ernst & Young resigned as auditors of
the Company and Grant Thornton were appointed by the
directors to fill the causal vacancy so arising. There have
been no other changes of auditors in the past three years.
A resolution for the re-appointment of Grant Thornton as
auditors of the Company will be proposed at the forthcoming
annual general meeting.

ON BEHALF OF THE BOARD

Hon Kwok Lung
Chairman

Hong Kong
31 March 2010

HMZE R
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Inde pen dent Auditors’ Re port

M) S A% Bl

Q Grant Thornton
=

To the members of China Haidian Holdings Limited
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of China
Haidian Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages
47 to 161, which comprise the consolidated and company
statements of financial position as at 31 December 2009,
and the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the
consolidated statement of cash flows 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 disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial
statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are
reasonable in the circumstances.

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, 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.

Member of Grant Thornton International Ltd

BHESREEERATIMEKRR
(RASHSEMHE L ERAA])
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AUDITORS’ RESPONSIBILITY (Continued)

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.

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2009 and of the Group’s profit and
cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Grant Thornton

Certified Public Accountants
6th Floor, Nexxus Building
41 Connaught Road Central
Hong Kong

31 March 2010
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Consolidated Statement of C(,)11'1[,)1‘(31'1(31'1sivc Income

L S

For the year ended 31 December 2009 #HZE-ZTTNFE+_-_A=+—HILEFE

2009 2008
—EZhE —TTNF
Notes HK$’000 HK$'000
B TET FHIT
Continuing operations: BEQEER
Revenue A 6 1,045,714 865,304
Cost of sales $HE AR (667,569) (696,597)
Gross profit EF 378,145 168,707
Other income Hal A 7(a) 23,775 25,136
Selling and distribution expenses HERDHER (156,575) (78,518)
Administrative expenses THER (120,755) (99,009)
Gain/(Loss) on fair value changes BATE AR REEZ
in financial assets at fair value CREEQATEEZE
through profit or loss, net Wezs /(18 )34 42,234 (36,968)
Net surplus on revaluation of BREMXSHRBRTFRE
investment properties 18 5,102 9,348
Dividend income from available- EHESREEY
for-sale financial assets & B WA 24 8,238 73,624
Operating profit 182 m A 180,164 62,320
Financial income 7 p AL N 7(b) 1,909 1,662
Finance costs M%ER 8 (8,597) (8,637)
Share of profit of associates JE (RN B)i A 1,877 241
Profit before income tax BR ARG B AR R 9 175,353 55,586
Income tax expense TR 10 (31,388) (16,082)
Profit after income tax from REREEBRAET2
continuing operations S A 143,965 39,504
Discontinued operations: BARILEEET
Profit for the year from BRIEREER Y
discontinued operations RERZRF 11.2 225,651 251,812
Profit for the year KEEEF 369,616 291,316
Other comprehensive income HtZ2EKA
- Exchange gain on — BN EETE
translation of financial B REE
statements of foreign 2 IE 5 W
operations 11 2,855
- Changes in fair value of — At ESREE
available-for-sale financial NEEEE
assets 24(a) 1,027,705 (5612,573)
Other comprehensive income AEEHMEEBA
for the year 1,027,716 (509,718)
Total comprehensive income AEEXHEBALE
for the year 1,397,332 (218,402)
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Consolidated Statement of Comprehensive Income
For the year ended 31 December 2009 #HE-ZTNF+_-_A=+—HILEFE

T A

2009 2008
“EEBhEF —TENF
Notes HK$’000 HK$'000
B FTExT FHIT
Profit for the year UTATEEREE
attributable to: Al
Owners of the Company ZA/NGIEZ 2SN 12 362,561 290,213
Minority interests DEIRE R 7,055 1,103
369,616 291,316
Total comprehensive income UTATEEREE
for the year EL N L
attributable to:
Owners of the Company ARRAERA 1,390,275 (219,642)
Minority interests DEIR R R 7,057 1,240
1,397,332 (218,402)
Earnings per share attributable A FHEE AL
to owners of the Company rEEBRER
during the year 14
From continuing and HEFESEERR
discontinued operations BRIEREER
- Basic — &K HK cents10.245&1  HK cents 13.447&
— Diluted —#8 HK cents 9.983# 1l N/A &
From continuing operations HEFEREEK
- Basic —ER HK cents 3.87#l HK cents 1.787 11l
- Diluted —&8 HK cents 3.773&l N/A i@ F
From discontinued operations HERIEREEK
- Basic —&K HK cents 6.37381{l  HK cents 11.667& /1l
- Diluted —#e HK cents 6.213&1 N/A i FB
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As at 31 December 2009 WZ—ZZNF+=-A=+—H

2009 2008
b2 3 —EENF
Notes HK$’000 HK$’000
B 5E FExT FET
ASSETS AND LIABILITIES EERERE
Non-current assets FRBEE
Property, plant and equipment ME - BE KK 17 179,803 159,147
Investment properties "EYE 18 74,708 69,606
Prepaid land lease payments TEA - AR & RRIE 19 25,784 20,742
Goodwill RS 20 621,382 621,382
Interests in associates P B & 2 ) M 2 23 343,277 34,582
Available-for-sale financial assets A {t &4 B & E 24 1,440,715 413,010
Prepayments and deposits BNRERTS 25 2,406 84,360
Deferred tax assets EET IR E B 35 1,207 1,207
2,689,282 1,404,036
Current assets REEE
Inventories FE 26 264,234 217,949
Trade and bill receivables FEUWBR R R E i 27 152,675 103,651
Prepaid land lease payments TEfS LA E 508 19 602 444
Prepayments, deposits and TBNRIE - Eek
other receivables H b JE IR 25 34,403 469,323
Financial assets at fair value BRAFER AaF K
through profit or loss ERZeRmEE 28 82,482 29,059
Cash and cash equivalents HE RIHESZEEY 29 257,404 62,340
791,800 882,766
Non-current assets held for sale F{EH & ZIEREEE 11.3 - 116,893
791,800 999,659
Current liabilities pE =R
Trade and bill payables FERBRFR R BB 30 125,263 86,318
Other payables and accruals HihEN R RESER 31 125,745 150,469
Dividend payable JETAR B 17,600 -
Tax payables FEfSFIIR 130,859 61,992
Derivative financial instruments TSR T A 32 816 7,588
Borrowings EBTE 33 104,715 147,779
Due to related companies JE{S B B R | R 5K 34 - 256,288
504,998 710,434
Net current assets RBEEFE 286,802 289,225
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Consolidated Statement of Financial Position &6 BBk i3
As at 31 December 2009 R=ZTZTNF+=-A=+—8

2009 2008
—EZAEF —EFENF
Notes HK$’000 HK$’000
B 5E FHET T TT
Total assets less current HMEERRBAE
liabilities 2,976,084 1,693,261
Non-current liabilities kRBEE
Borrowings == 33 17,818 25,614
Net assets EERE 2,958,266 1,667,647
EQUITY s
Equity attributable to owners of Zs 2 T]#H A (L fE R
the Company
Share capital N 36 354,268 354,203
Proposed dividend R AR B, 145,250 88,551
Reserves HiE 38 2,442,266 1,216,946
2,941,784 1,659,700
Minority interests DY R R 16,482 7,947
Total equity A 2,958,266 1,667,647

Hon Kwok Lung
BERE
Director

EF

Shang Jianguang
REX

Director

EF
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Statement of Financial Position

BB AR DA

As at 31 December 2009 WZ—ZZNF+=-A=+—H

2009 2008
b2 3 —EENF
Notes HK$’000 HK$’000
B 5E FExT FET
ASSETS AND LIABILITIES EERERE
Non-current assets FRBEE
Property, plant and equipment ME - BE KK 17 5,320 7,388
Interests in subsidiaries FTG Y B A Al i s 21 875,932 934,909
Interests in a jointly-controlled Frfh — R E R HI B S
entity 22 64,442 64,442
Interests in an associate Frib — Bt A Rl iR 23 29,336 29,336
975,030 1,036,075
Current assets REEE
Prepayments, deposits and BNFTIE - B R
other receivables H b e U R 25 3,277 11,945
Financial assets at fair value B A EE AG AN EE
through profit or loss JEmEE 28 38,330 16,706
Cash and cash equivalents HeREELEEY 29 300 221
41,907 28,872
Current liabilities HREEE
Other payables and accruals HEib R M EsTE A 31 23,744 14,064
Dividend payable FE R AR B 17,600 -
Borrowings ==t 33 11,787 12,660
Due to a related company Rt —XBEEN BRI 34 - 769
53,131 27,493
Net current (liabilities)/ assets REI(EE)  EEE8E (11,224) 1,379
Net assets BEFE 963,806 1,037,454
EQUITY =
Share capital N 36 354,268 354,203
Proposed dividend g 145,250 88,551
Reserves EE 38 464,288 594,700
Total equity R 963,806 1,037,454

Hon Kwok Lung

BEEE
Director

EF

Shang Jianguang
[5F=54

Director

EF
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Consolidated Statement of Cash Flows

For the year ended 31 December 2009 #HE-ZTTNF+_-_A=+—HILEFE

2009 2008
“EERE —TENE
Notes HK$’000 HK$’000
FizE TER THL
Cash flows from operating activities of BERERCREREERY
continuing and discontinued operations ~ REXBELZHERE
Profit before income tax BRET{S T AL Al
Continuing operations FECEXG 175,353 55,586
Discontinued operations BRIEREET 11 287,438 291,033
Total st 462,791 346,619
Adjustments for: IR
Interest income M EUA (1,706) (543)
Finance costs B 8,833 10,916
Dividend income from available-for-sale HHESHEEY
financial assets REMA 24 (8,238) (73,624)
Dividend income from financial assets BATER NG BEL
at fair value through profit or loss SREEREMA 7(b) (788) (1,139)
Loss on disposals of property, HEYE  BENEEZ
plant and equipment, net BEFE 9 63 74
Net surplus on revaluation of RENEEHARFE
investment properties 18 (5,102) (9,348)
Depregciation e 9 17,349 16,892
Amortisation of prepaid land lease B LA EF B
payments 9 1,652 4,568
Share of profit of associates FE(GREE A R] % Al (1,877) (241)
Equity-settled share-based compensation PARAZEE 2 D FE1E 15,570 968
Gain on disposals of non-current HEREHEERBEE
assets held for sale W 11.2 (309,799 (317,227
(Gain)/Loss on derivative TESBMIAZ(KE),/BiE
financial instruments 9 (6,772) 2,571
Impairment losses on trade receivables JENEE ZOR (B 1R 9 259 80
Write-off of obsolete inventories WERERS 9 - 5,050
Reversal of write-down of inventories BOFEERRENEE
to net realisable value FE 9 (4,256) -
Operating profit/(loss) before working LEECEBR 2 EE
capital changes il (E18) 167,979 (14,384)
Increase in inventories FEEN (35,789) (5,213)
Increase in trade and bill receivables JEARBR 2 R Z 1 N (46,163) (12,583)
Decrease in prepayments, deposits BEFE - R RkEMH
and other receivables FEW ZUR D 111,848 40,072
(Increase)/decrease in financial assets at BAFEFANRFNEER
fair value through profit or loss SREEM),/ (53,423) 15,119
Increase in trade and bill payables MR R Z i 37,776 15,193
Decrease in other payables and accruals Hib RN R EAERRD (29,251) (14,986)
(Decrease)/Increase in amounts due to B EAEARRRK
related companies (R, /% (256,288) 32,367
Cash (used in)/generated from operations IR (B EECRE (103,311) 55,585
Interest received BUH S 1,706 543
Interest paid BAIFIE (8,833) (10,916)
Income tax paid ERMER (24,308) (10,242)
Net cash (used in)/generated from BEEXB(BA)/EE2
operating activities ReFE (134,746) 34,970
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Consolidated Statement of Cash Flows & &8 4&mERL
For the year ended 31 December 2009 #HE-ZTTNFE+_-_A=+—HILEFE

2009 2008
“EENE ZEEN\F
Notes HK$’000 HK$’000
BitaE TR TAL
Cash flows from investing activities of BELERCRIELEER Y
continuing and discontinued operations ~ REFBELZRERE
Dividends received from available-for-sale BRAHEESREERS
financial assets 8,238 1,495
Dividends received from financial assets at 2 UHRA T E AR EE
fair value through profit or loss LEMEERS 7 788 1,139
Dividends received from an associate BR—KEEARRE - 2,389
Purchases of property, plant and equipment  BEE¥E = k& (13,449) (29,543)
Purchases of prepaid land lease payments ~ BEEMN A EZIE - (9,565)
Net cash (outflow)/inflow from acquisition WEEHB AR RS
of subsidiaries R/ RAFE 42 (3,238) 23,598
Investment in an associate RE—FEE DA 23 (34,001) (5,092)
Advances to an associate R —RE & A RN 23 (272,727) -
Prepayment for acquisition of Auction KERETE L
PRC Land AR - (81,818)
Net proceeds from disposal of non-current  HEFERERTRHEE
assets held for sale PSR 1.2 801,934 -
Proceeds from disposals of property, plant HENE  BEKEE
and equipment PSR 167 810
Net cash generated from/(used in) BREATHES/ (BE)2
investing activities ReF8 487,622 (96,587)
Cash flows from financing activities of BERSERCRLLEEKY
continuing and discontinued operations ~ REEIBEL2ELHE
Dividends paid to the owners of the Company [AZR 2 FIEA AKLT R & (106,371) =
Dividends paid to minority shareholder B CENRNE) (1,027) -
New bank loans I RTER 77,223 137,324
Repayments of bank loans BERITER (124,210) (92,008)
Proceeds from shares issued under RIEEERBER D ER 2
share option scheme BIIRM FTE 508 210 =
Capital contribution from minority shareholder > 2T &1 & 225 -
Net cash (used in)/generated from MBEE(BA)/EEZ
financing activities Re 58 (153,950) 45,226
Net increase/(decrease) in cash and ReRBSEEN2EM/
cash equivalents ()28 198,926 (16,391)
Cash and cash equivalents at 1 January R—-F-BZzBRERBEEL%EY 54,680 82,362
Effect of foreign exchange rate changes, net EZR@E & TE 1 (11,291)
Cash and cash equivalents at 31 December R+=—A=+—-RAZRE¢RELZEY 253,617 54,680
Analysis of balances of cash and ReRBEEBNERIN
cash equivalents
Cash and bank balances R RRITES 29 257,404 62,340
Bank overdrafts BITEL 33 (3,787) (7,660)
253,617 54,680
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Consolidated Statement of Changes in Equity
Ao T HE A S AR

For the year ended 31 December 2009 #Z

— ==

NETZA=T—HLEFE

Equity attributable to owners of the Company

ANAREARE RS
Share Goodwill Exchange  Investment
Share options arisingon  Statutory  fluctuation  revaluation Proposed Minority
Share  premium reserve'  consolidation* reserve* reserve* reserve’  Retained  dividend interests Total
captal  account’  EXRE SARE  LEEE  NEND REEf profits* i Total  SEER equity
ks BOEER ROERE EizEw B8 e BE RERA LS #it B RHEE
HK$'000 HKS'000 HK$'000 HK$'000 HKS'000*  HKS'000 HK$ 1000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000
Tin Thn Thn Tin Tin Thn Thn Tikn Tin Thn Thn Fin
At 1 January 2008 R=F2\§-A-H 179,203 23,700 = (15,300) 19,793 21,128 241,797 743,053 - 1213374 2392 1,215,766
Transactions with owners BEEARS
Issuance of new shares BTHIER 175000 490,000 - - - - - - - 665000 - 665,000
Recognition of equity-settled share-based BANRAEE 2 RIRE
compensation - - 968 - - - - - - 968 = 968
Acquisition of subsidiaries (note 42.2) WEEH A (Hi422) - - - - - - - - - - 4315 4315
Total transactions with owners BEEARSSE 175,000 490,000 968 - - - - - - 665,968 4315 670,283
Comprehensive income 2ERA
Profit for the year TERER o o = = = = = 290,213 = 290,213 1,108 291,316
Other comprehensive income E2ERA
Exchange gain on translation of REEIMEARE HRR
financial statements of foreign operations En s - - - - - 2718 - - - 2718 137 2,855
Changes in fair value of avallable-for-sale fivanciel assets  AI{HEAREEATELED - - - - - - (612,673 = - 51257 - (612579
Total comprehensive income 2EUALE = = = = = 2718 (612,573 290,213 = (219,642) 1,240 (218,402)
Proposed final 2008 dividend (note 13.1) RE-TTN\ERERE(H13.1) - - - - - - - (88,551) 88,551 - - -
Appropriations to statutory reserve EEREELER - - - - 3,928 - o (3.928) = o o =
Balance at 31 December 2008 and 1 January 2009~ W=FENE+-A=+-AR
“EINE-A-RIBE 354,203 513,700 968 (15,300) 28721 23,846 (270,776) 940,787 88550 1,659,700 7947 1,667,647
Transactions with owners HREARS
Proceeds from shares issued under share REELIBRAETE
option scheme EfRIMENA 66 145 - - - - - - - 210 - 20
Exercise of equity-settled share based compensation ~ TEMBAEE 2 KiEE - % %) - - - - - - - - -
Recogniton of equity-settled share-based ERNBAEE ROBR
compensation - - 15,670 - - - - - - 15,670 - 15,570
Capital contribution from minority shareholder LERETE - - - - - - - - - - 205 205
Dividends paid to minority shareholder APERERARS - - - - - - - - - - (1,027) (1,027)
Acquisiton of subsiciaies (note 42.1) VB AR (Witd2.1) - - - - - - - - - - 2280 2,280
Payments of final 2008 dividend (note 13.2) R RRNFABERE (Hit13.2) - = = o - - - - (855N (88s5) - (B
Payments of interim 2009 dividend (note 13.1) R -FRAFFHRE(HH13.1) - - - - - - - (85,420) - (35,420) - (35,420)
Total transactions with owners EREARALE 6 %3 15472 - - - - (354200 (88ssh)  (108191) 1478 (106719)
Comprehensive income 2EUA
Profit for the year RERER = = = = = = = 362,561 = 362,561 7,065 369,616
Other comprehensive income R2ERA
Exchange gain on tranglation of RESMBARE HERR
financial statements of foreign operations Bl = - - - - 9 - - - 9 2 11
Changes i fair value of avallable-for-sale financial assets  7]{t i E4RAEATEES = o - - - - 102770 - - 107,705 - 1,027,705
Total comprehensive income 2ERAEE - - - - - 9 1027706 362,561 - 1390275 7057 1,397,332
Proposed final 2009 diidend (note 13.1) RE-ZRAFABRE (Hit13.1) - (660%) - - - = - (19185 145250 - - -
Appropriations to statutory resenve ETHEELER - - - - 249 - - (249) = = = =
Balance at 31 December 2009 RoZBNET-B=t-B28E 364,268 447,848 16,440 (15,300) 23970 23,855 756929 1,188,524 145,250 2,941,784 16,482 2,958,266
e These reserve accounts comprise the consolidated reserves of  * ZERBEREEAKNGEMBMRRARANAZERE FHE

HK$2,442,266,000 (2008: HK$1,216,946,000) in the consolidated

statement of financial position.

L) ©

2,442,266,0007%8 7t (= F T /\ 4 : 1,216,946,000 &
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Notes to the Financial Statements

S 5 A ff ik

For the year ended 31 December 2009 #HZE-ZTTNFE+_-_A=+—HILEFE

1. GENERAL INFORMATION 1. —iER

China Haidian Holdings Limited (the “Company”) is a FEERBREBERAG([AAR]) AR
limited liability company incorporated and domiciled in the HeREadMER I EEMZER AR &
Cayman Islands. Its registered office address is P.O. Box s =Rl AP.O. Box 309, Ugland
309, Ugland House, South Church Street, Grand Cayman, House, South Church Street, Grand
Cayman Islands and its principal place of business is Units Cayman, Cayman lIslands @ &= 2 & 0 24
1902-04, Level 19, International Commerce Centre, 1 URBEBNENTEEA1FIRIRE S ES
Austin Road West, Kowloon, Hong Kong. The Company’s 19#1902-04F - KA BRI R EBH S
shares are listed on The Stock Exchange of Hong Kong RS ERAR ([BERFT]) £ o

Limited (the “Stock Exchange”).

During the year, the principal activities of the Company FR - ARARENBERAR(HEI AE

and its subsidiaries (together referred to as the “Group”) Bz EBEKIE

include:

— Manufacture and distribution of watches and — EEREEERRENRDH
timepieces

—  Property investment — PERE

The principal activities of the Group’s jointly-controlled NEBR - FRHEFIEHEZ I EEXEK S

entity are manufacture and distribution of enamelled BERDEREIMMER c REBEKRFEARNIL

copper wires. There were no significant changes in the EmMEANEY  AEEFZEXBURBEER

Group’s operations during the year. The Group’s principal e ARFEMBI([RE]) o

places of the business are in Hong Kong and the People’s
Republic of China (the “PRC”).

The financial statements on pages 47 to 161 have FATBEEF161 B 2 BRERTIIBIBEES
been prepared in accordance with Hong Kong Financial et e ((FE8etMA S ])mEMG e
Reporting Standards (“HKFRSs”) which collective term EAEEBEREETBERAER - FiE
includes all applicable individual Hong Kong Financial eHER([HEe1 £ ) RRE([#
Reporting Standards, Hong Kong Accounting Standards ) 2B/ EREAN (SRR FEYE
(“HKAS”) and Interpretations (“Int”) issued by the Hong HEER | ERE - MERRTBEEEA
Kong Institute of Certified Public Accountants (the FEMI LA BBtz P84 EmR B ([ EmiR
“HKICPA”). The financial statements also include the Bl z@EAIFERE -

applicable disclosure requirements of the Hong Kong
Companies Ordinance and the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”).

The financial statements are presented in Hong Kong MR ERTIARRD AN E & T ([ 75
Dollars (“HK$”), which is also the functional currency of T1)2%  BRREAEEREN - FREEEEH
the Company and all values are rounded to the nearest BEgEa T FEmxT]) -

thousand (“HK$’000”) unless otherwise stated.

The financial statements for the year ended 31 December HE-_ETZANF+_A=+—HBHIEFEZ
2009 were approved for issue by the board of directors on SRR EEEEeR _E—ZTF=H
31 March 2010. =+—BHETIE -
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For the year ended 31 December 2009 #HE-ZTNF+_-_A=+—HILEFE

2.

ADOPTION OF NEW OR AMENDED HKFRSs

In the current year, the Group has applied, for the first
time, the following new standards, amendments and
interpretations (the “new HKFRSs”) issued by the HKICPA,
which are relevant to and effective for the Group’s financial
statements for the annual period beginning on 1 January
2009.

HKAS 1 (Revised 2007)  Presentation of Financial

Statements

HKAS 23 (Revised 2007) Borrowing Costs

HKAS 27 (Amendment) Cost of an Investment in a
Subsidiary, Jointly Controlled
Entity or an Associate

Share-based Payment —
Vesting Conditions
and Cancellations

Improving Disclosures about
Financial Instruments

Operating Segments

HKFRS 2 (Amendment)

HKFRS 7 (Amendment)
HKFRS 8

Various Annual Improvements to

HKFRSs 2008

Other than as noted below, the adoption of the new
HKFRSs had no material impact on how the results and
financial position for the current and prior years have been
prepared and presented.

HKAS 1 (Revised 2007) Presentation of Financial
Statements

The adoption of HKAS 1 (Revised 2007) makes certain
changes to the format and titles of the primary financial
statements and to the presentation of some items
within these statements. It also gives rise to additional
disclosures. The measurement and recognition of
the Group’s assets, liabilities, income and expenses
are unchanged. However, some items that were
recognised directly in equity are now recognised in other
comprehensive income. HKAS 1 affects the presentation
of owner changes in equity and introduces a “Statement of
comprehensive income”. Comparatives have been restated
to conform to the revised standard. The Group has applied
changes to its accounting polices on presentation of
financial statements and segment reporting retrospectively.
However, the changes to the comparatives have not
affected the consolidated or the Company’s statements of
financial position at 1 January 2008 and accordingly this
statement is not presented.

2.

PR AHI T e AT 7 e 5 v e
RAFEE  AEBERERUTHEES
FHED AR MM 2 FER « BR] R (R
[#TEEMERBEN])  RFLEREARE
BN - NF— A~ BRKZFEHE
2 BEREREBRE

BB ERISEA
BR(ZTTF
KUEET)

BB e ERIZE23
(BT F

MBHRERZ2

REIER])
BB GTERE27 RE—FKHBLAA -
S(ERIA) KRG B —
EN YN PA)%N
FREMGERHER BN FEIEMT
F25 (BRI A) K5t 8H
EAVGHBEN ARASHMTAREC
L7 (ERIA) g
BRMGRBEN KEDER
85
HAbER] —FEN\FHEBYB
BRI 2 FE R
#
BRI XA E SN - AL FHE B BT

R¥RERWES BRI B EFERE N
B mBE 2T ABRERTE -

ERSHENEIR(ZZTLFELE
i) BB RER
RNBESAERNE IR (CETLFRE
A1) 8 E BRI HmAR 2 RATIR B RE K%
EMBHRRANHEE 2 2FELETE
7] WEREHBIINEE - AEBEE -
BERRIZFERERERTE A
REEXERAZH O RERERNEMEE
WA THR - BESFEAF1RTE
BREANERZE 227 WSIATZERA
K] LBBFELEIIANTAZRKER]
HAZRE - ARECHBBEHRREZR R
DEREZETHREYPERES - HLL
RUFEHHR _TTN\F A —HZE
BRARAPFBHMARL EEE - it
E2TIZWMEK

%
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2.

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

HKAS 27 (Amendment) Cost of an Investment in a
Subsidiary, Jointly Controlled Entity or an Associate

The amendment requires the investor to recognise
dividends from a subsidiary, jointly controlled entity or
associate in profit or loss irrespective the distributions are
out of the investee’s pre-acquisition or post-acquisition
reserves. In prior years, the Group recognised dividends
out of pre-acquisition reserves as a recovery of its
investment in subsidiaries, jointly controlled entity or
associates (i.e. a reduction of the cost of investment). Only
dividends out of post-acquisition reserves were recognised
as income in profit or loss.

Under the new accounting policy, if the dividend
distribution is excessive, the investment would be tested
for impairment according to the Company’s accounting
policy on impairment of non-financial assets.

The adoption of this new policy has no impact on the
current year results and financial position therefore. The
new accounting policy has been applied prospectively as
permitted by the amendment and comparatives have not
been restated.

HKFRS 7 (Amendment) Improving Disclosures
about Financial Instruments

The amendment requires additional disclosures for
financial instruments which are measured at fair value
in the statement of financial position. These fair value
measurements are categorised into a three-level fair
value hierarchy, which reflects the extent of observable
market data used in making the measurements. In
addition, maturity analysis for derivative financial liabilities
is disclosed separately and should show remaining
contractual maturities for those derivatives where this
information is essential for an understanding of the timing
of the cash flows. The Group has taken advantage of the
transitional provisions in the amendments and has not
provided comparative information in respect of the new
requirements.

ﬁé@%ﬁﬁﬁ@%’fﬁ%ﬁi%ﬂiﬁiﬁﬁﬂ
(#1)
ERETHEAE27HR(BFTR)RE—R
MELTE - HEZHERR —KXBHEL
BlZ R A
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MEBAR - KFRZEHERIBERAZK
B MAwA RS IKRERESREER
FWBEREE - BEFE - AKERYEO
RETBAR - KRZEHERABERAZ
REBAMBAFEED K ZKE - Bl
BRAR D - LB EREED IR 2SS
RBE IR ATER

REFEFBER  HERBED KRS Z
B BREARABBIFSREERE
SRR ERIE

RN FT IR RS B AT R A A B SR
MU ERLE - FTEABRCIRERT AR
HEHERRA  MeLBRBFUEET -

ERVBRBEANETR(BFTE)EE
TRTARE2E

ZIEFT AR E IR A FERMBARRRGT
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2.

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

HKFRS 8 Operating Segments

The adoption of HKFRS 8 has not affected the identified
and reportable operating segments for the Group.
However, reported segment information is now based on
internal management reporting information that is regularly
reviewed by the chief operating decision maker. In the
previous annual financial statements, segments were
identified by reference to the dominant source and nature
of the Group’s risks and returns. Comparatives have been
restated on a basis consistent with the new standard.

Annual Improvements to HKFRSs 2008

In October 2008, the HKICPA issued its first annual
improvements to HKFRSs which set out amendments
to a number of HKFRSs. There are separate transitional
provisions for each standard. Of these, the amendment
to HKAS 28 Investments in Associates has changed the
Group’s accounting policies on allocation of impairment
losses but did not have any impact of the current year
results and financial position.

The amendment to HKAS 28 clarifies that an investment
in associate accounted for under the equity method is a
single asset for the purposes of impairment testing. Any
impairment loss recognised by the investor after applying
the equity method is not allocated to individual assets
including goodwill included in the investment balance.
Accordingly, any reversal of such impairment losses in a
subsequent period is recognised to the extent that the
recoverable amount of the associate has increased.

For the current year, there were no impairment losses
recognised and no reversals of impairment losses
recognised in prior years on investments in associates.
The adoption of this new policy has no impact on the
current year results and financial position therefore. The
new accounting policy has been applied prospectively as
permitted by the amendment and no comparatives figures
have been restated.

At date of authorisation of these financial statements,
certain new or amended HKFRSs have been published but
are not yet effective, and have not been adopted early by
the Group.

%?%ﬂﬁﬁ@ﬂﬁ%%%$%$m
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2.

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

Annual Improvements to HKFRSs 2008 (Continued)

The directors of the Company anticipate that all of
the pronouncements will be adopted in the Group’s
accounting policy for the first period beginning after the
effective date of the pronouncement. Information on new
or amended HKFRSs that are expected to have impact on
the Group’s accounting policies is provided below. Certain
other new or amended HKFRSs have been issued but are
not expected to have a material impact to the Group’s
financial statements.

HKFRS 3 Business Combinations (Revised 2008)

The standard is applicable in reporting periods beginning
on or after 1 July 2009 and will be applied prospectively.
The new standard still requires the use of the purchase
method (now renamed the acquisition method) but
introduces material changes to the recognition and
measurement of consideration transferred and the
acquiree’s identifiable assets and liabilities, and the
measurement of non-controlling interests (previously
known as minority interest) in the acquiree. The new
standard is expected to have a significant effect on
business combinations occurring in reporting periods
beginning on or after 1 July 2009.

HKFRS 9 Financial Instruments

The standard is effective for accounting periods beginning
on or after 1 January 2013 and addresses the classification
and measurement of financial assets. The new standard
reduces the number of measurement categories of
financial assets and all financial assets will be measured
at either amortised cost or fair value based on the entity’s
business model for managing the financial assets and the
contractual cash flow characteristics of the financial asset.
Fair value gains and losses will be recognised in profit or
loss except for those on certain equity investments which
will be presented in other comprehensive income. The
directors are currently assessing the possible impact of the
new standard on the Group’s results and financial position
in the first year of application.

ﬁé@%ﬁﬁﬁ@%’fﬁ%ﬁi%ﬂiﬁiﬁﬁﬂ
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2.

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

HKAS 27 Consolidated and Separate Financial
Statements (Revised 2008)

The revised standard is effective for accounting periods
beginning on or after 1 July 2009 and introduces changes
to the accounting requirements for the loss of control
of a subsidiary and for changes in the Group’s interests
in subsidiaries. Total comprehensive income must be
attributed to the non-controlling interests even if this
results in the non-controlling interests having a deficit
balance. The directors do not expect the standard to have
a material effect on the Group’s financial statements.

Annual Improvements 2009

The HKICPA has issued Improvements to Hong Kong
Financial Reporting Standards 2009. Most of the
amendments become effective for annual years beginning
on or after 1 January 2010. The Group expects the
amendment to HKAS 17 Leases to be relevant to the
Group’s accounting policies. Prior to the amendment,
HKAS 17 generally required a lease of land to be classified
as an operating lease. The amendment requires a lease
of land to be classified as an operating or finance lease
in accordance with the general principles in HKAS 17.
The Group will need to reassess the classification of its
unexpired leases of land at 1 January 2010 on the basis
of information existing at the inception of those leases
in accordance with the transitional provisions for the
amendment. The amendment will apply retrospectively
except where the necessary information is not available.
In that situation, the leases will be assessed on the date
when the amendment is adopted. The directors are
currently assessing the possible impact of the amendment
on the Group’s results and financial position in the first
year of application.
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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 adoption of new or amended
HKFRSs and the impacts on the Group’s financial
statements, if any, are disclosed in note 2.

The financial statements have been prepared under
the historical cost convention except for investment
properties and financial instruments classified as
available-for-sale and at fair value through profit or
loss, and derivative financial instruments 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 the 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 areas 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.

The Company’s financial statements as at 31
December 2009 have been prepared on a going
concern basis though the Company was in a current
liability position of HK$11,224,000 on that day. The
directors are of the opinion, after considering the
distribution of profits available from its subsidiaries
when necessary, that the Company will have sufficient
cash resources to satisfy its future working capital
and other financial requirements and the Company
can be operated as a going concern for the next
twelve months.

3.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

062

3.2 Basis of consolidation

The consolidated financial statements include
the financial statements of the Company and its
subsidiaries made up to 31 December each year.

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

Intra-group transactions, balances and unrealised
gains on transactions between group companies
are eliminated in preparing the consolidated financial
statements. Where unrealised losses on intra-
group asset sales are reversed on consolidation,
the underlying asset is also tested for impairment
from the Group’s perspective. Amounts reported in
the financial statements of subsidiaries have been
adjusted where necessary to ensure consistency with
the accounting policies adopted by the Group.

Minority interest represents the portion of 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
statement of financial position within equity,
separately from the equity attributable to the owners
of the Company. Profit or loss attributable to the
minority interests are presented separately in the
consolidated statement of comprehensive income
as an allocation of the Group’s results. Where
losses applicable to the minority exceed 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)

3.3

3.4

Subsidiaries

Subsidiaries are entities over which the Group has the
power to control the financial and operating policies
SO0 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.

In consolidated financial statements, acquisition
of subsidiaries (other than those under common
control) is accounted for by applying the purchase
method. This involves the estimation of 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, assets and liabilities
of the subsidiary are included in the consolidated
statement of financial position at their fair values,
which are also used as the bases for subsequent
measurement in accordance with the Group’s
accounting policies.

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment
loss unless the subsidiary is held for sale or
included in a disposal group. The results of the
subsidiaries are accounted for by the Company on
the basis of dividends received and receivable at the
reporting date. All dividends whether received out
of the investee’s pre or post-acquisition profits are
recognised in the Company’s profit or loss.

Jointly controlled entities

A jointly controlled entity 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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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.4

3.5

Jointly controlled entities (Continued)

In consolidated financial statements, interests in
jointly controlled entities are accounted for using
proportionate consolidation. The Group combines
its share of the jointly controlled entities’ individual
income and expenses, assets and liabilities and cash
flows on a line-by-line basis with similar items in the
Group’s financial statements. The Group recognises
the portion of gains or losses on the sale of assets
by the Group to the jointly controlled entity that it is
attributable to the other venturers. The Group does
not recognise its share of profits or losses from the
jointly controlled entity that result from the Group’s
purchase of assets from the jointly controlled entity
until it resells the assets to an independent party.
However, a loss on the transaction is recognised
immediately if the loss provides evidence of a
reduction in the net realisable value of current assets,
or an impairment loss.

In the Company’s statement of financial position,
investment in jointly controlled entities is stated at
cost less any impairment losses. The results of jointly
controlled entities are accounted for by the Company
on the basis of dividends received and receivable.

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 jointly controlled entity.

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).
Profit or loss includes the Group’s share of the post-
acquisition, post-tax results of the associate for the
year, including any impairment loss on the investment
in associate recognised for the year.

3.

L ZEEHBORBEZE (87)

3.4

3.5

HEEGERE(E)
KRB < s IR &
ARV BHRERAE - AREKE
e & SR 12 I E 88 2 {8 Rl YA K 59
X BENRABURREREZESE
B FFARKBM BRI T 2 FER
BEfn - NEEEREMAREZEFE
BHEEECBRRaTHMA LSRR
HZEn - ARE T SEARERK
R 2 I B 88 8 B & & M /B (6 L R4%
ERzED  EEAKERBYF=
THERFEERL - A - WEA
PRERRDEE <A BEFERD
SHRBEER - BSARER AR
R HEE -

RARBZHABIRAERF - RAERE
BB < WERK AR DR EE R
SRR - AnEREW R BEEE 2 &
ER LR ERRAAR °

/NG|
HERNRAAEBRHEEEATE
2R —RIEE20% E50% % Z i

ZHEHBRE Y TRBERMB AR
HEZEHEBIREZ AT o

MR EMBImERT  BERATZKRE
L THRRATER - RRERAERE
AR - RIBHEZE - ARERBZRQ
A2 s TR AT R - WIRAKE
B E R B EEFEREAE RS
WEBRZWBRESIELFE  H
EDBERFELE (A ADBBRHE
HE 2 B EAREE)RI - Baat A
AEBERBBREGES  B2AF
RERZHREFE  BEEBER
RN E R R 2 RE ZEFRER

8o



Annual Report 2009 —ZEE M FFR

Notes to the Financial Statements B %335 M5t

For the year ended 31 December 2009 #HE-ZTTNFE+_-_A=+—HILEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
3.5 Associates (Contmued)

065

Unrealised gains on transactions between the Group
and its associates are eliminated to the extent of the
Group’s interest in the associates. Where unrealised
losses on assets sales between the Group and its
associates are reversed on equity accounting, the
underlying asset is also tested for impairment from
the Group’s perspective. 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.

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.

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 reporting date, the Group
determines whether there is any objective evidence
that investment in associate is impaired. Accounting
policies on impairment of investment in associates
or jointly controlled entities are described in note 3.7
below.

In the Company’s statement of financial position,
investment in associates is stated at cost less any
impairment losses. The results of associates are
accounted for by the Company on the basis of
dividends received and receivable.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

066

3.6 Goodwill

Goodwill represents the excess of the cost of a
business combination or an investment in associate
or jointly controlled entity 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 assume, 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 3.7). In respect of associates or jointly
controlled entities, the carrying amount of goodwiill,
if any, is included in the carrying amount of the
Group’s interests in the associate or jointly controlled
entity and is assessed for impairment as part of the
interests in the associate or jointly controlled entity.

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 or an investment in an associate or a
jointly controlled entity is recognised immediately in
profit or loss.

On subsequent disposal of a subsidiary, an associate
or a jointly controlled entity, the attributable amount
of goodwill capitalised is included in the determination
of the amount of gain or loss on disposal. Goodwill
relating to business combinations or investments
in associates or jointly controlled entities prior to 1
January 2001 continues to be held in reserves and
will be charged to the retained profits at the time
when the business combination, associate or jointly
controlled entity to which the goodwill relates is
disposed of or when a cash-generating unit (“CGU”)
to which goodwill relates becomes impaired.
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3.7 Impairment of non-financial assets

Goodwill, property, plant and equipment, investment
properties, prepaid land lease payments and interests
in subsidiaries, associates and jointly controlled
entities are subject to impairment testing.

Goodwill is tested for impairment at least annually,
irrespective of whether there is any indication that it
is impaired. All other assets are tested for impairment
whenever there are indications that the asset’s
carrying amount may not be recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of fair value,
reflecting market conditions less costs to sell, and
value-in-use. In assessing value-in-use, the estimated
future cash flows are discounted to their present
value using a pre-tax discount rate that reflects
current market assessment of time value of money
and the risk specific to the asset.

For the purposes of assessing impairment,
where an asset does not generate cash inflows
largely independent from those of other assets,
the recoverable amount is determined for the
smallest group of assets that generate cash inflow
independently (i.e. a CGU). As a result, some assets
are tested individually for impairment and some are
tested at CGU level. Goodwill in particular is allocated
to those CGUs 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 CGUs, 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 CGU, 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.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.7

3.8

Impairment of non-financial assets (Continued)
An impairment loss on goodwill is not reversed in
subsequent periods including impairment losses
recognised in an interim period. 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, if no impairment loss
had been recognised.

Under the Listing Rules, the Group is required to
prepare an interim financial report in compliance with
HKAS 34 - Interim Financial Reporting, in respect of
the first six months of the financial year. At the end
of the interim period, the Group applies the same
impairment testing, recognition and reversal criteria as
it would at the end of the financial year.

Impairment losses recognised in an interim period in
respect of goodwill are not reversed in a subsequent
period. This is the case even if no loss, or a smaller
loss, would have been recognised had the impairment
been assessed only at the end of the financial year to
which the interim period relates.

Related parties
For the purposes of these financial statements, a
party is considered to be related to the Group if:

(i)  the party has the ability, directly or indirectly
through one or more intermediaries, to control
the Group or exercise significant influence over
the Group in making financial and operating
policy decisions, or has joint control over the
Group;

(i) the Group and the party are subject to common
control;

(i) the party is an associate of the Group or a joint
venture in which the Group is a venturer;
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.8

3.9

Related parties (Continued)

(iv) the party is a member of key management
personnel of the Group or is the close family
member of such an individual, or is an entity
under the control, joint control or significant
influence of such individuals;

(v) the party is a close family member of a party
referred to in (i) or is an entity under the control,
joint control or significant influence of such
individuals; or

(vi) the party is a post-employment benefit plan
which is for the benefit of employees of the
Group or of any entity that is a related party of
the Group.

Close family members of an individual are those family
members who may be expected to influence, or be
influenced by, that individual in their dealings with the
entity.

Property, plant and equipment

Buildings held for own use which are situated on
leasehold land, where the fair value of the buildings
could be measured separately from the fair value
of the leasehold land at the inception of the lease,
and other items of plant and equipment, other
than construction in progress (“CIP”), are stated at
acquisition cost less accumulated depreciation and
any identified impairment.

The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the
asset to the working condition and location for its
intended use.

3.

L ZEEHBORBEZE (81)
3.8 AREAL(H)

(iv)

(vi)

BRAALRAKEZEIEEEAS -
IRZBATHNERRE  HZE
AL - KRESSRITEEATE
hzEEE

’

BRALRONEMAEMNALZER
BB HZEALTES - KEZEHK
TEERFENZER X

BRALRASEABAREARE
AL ZERERZEE R FTRBER
‘EMETE -

BHEANLTZERARBERAREEER
ZRGHBAXBZALTHEZHE -

3.9 W% BMEKRXE

REELH ERHEERZBT @ WE
AFEAMEBOFAREEL 2R
FESHFE - ABEREAMEE M &
HWIAR (EEIRREIN)  BRARR
FHTE RAEM AT B BRI ER TR o

BEKRABREBEEREIARER
ABEE Rk 2 BRI R B 2 B %
FEIERRAS ©



China Haidian Holdings Limited rhE]/SREEGRE A 5 070

Notes to the Financial Statements B4 %33 M5t
For the year ended 31 December 2009 #HE-ZTTNF+_-_A=+—HILEFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

3.9 Property, plant and equipment (Continued)
Depreciation is provided to write off the cost less their
estimated residual values over their estimated useful
lives, using the straight-line method, at the following
rates per annum:

Buildings Over the terms of the leases
or estimated useful lives,
ranging between 20 years
and 40 years, whichever

is shorter
Leasehold Over the terms of the leases,
improvements or estimated useful life of 5

years, whichever is shorter

Plant and machinery 6% to 20%

Furniture, fixtures and 6% to 33'/3%
office equipment

Motor vehicles 9% to 20%

The assets’ estimated residual values, depreciation
methods and estimated useful lives are reviewed, and
adjusted if appropriate, at each reporting date.

The gain or loss arising on retirement or disposal is
determined as the difference between the net sales
proceeds and the carrying amount of the asset and is
recognised in profit or loss.

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 profit or loss in the
period in which they are incurred.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

071

3.9 Property, plant and equipment (Continued)

CIP, which mainly represents renovation work on
buildings and installation of machinery, is stated
at cost less any impairment losses and is not
depreciated. Cost comprises direct costs incurred
during the periods of construction, installation and
testing. CIP is reclassified to the appropriate category
of property, plant and equipment and depreciation
commences when the construction work and
installation are completed and the asset is ready for
use.

3.10 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.

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 were 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 statement of financial
position reflect the prevailing market conditions at the
reporting date.

Gains or losses arising from either changes in the
fair value or the sale of an investment property are
included in profit or loss in the period in which they
arise.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

3.11 Operating leases
An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
time in return for a payment or a series of payments.
Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless
of whether the arrangement takes the legal form of a
lease.

U]

(ii)

Operating lease charges as the lessee

Leases which do not transfer substantially
all the risks and rewards of ownership to the
Group are classified as operating leases. Where
the Group has the right to use of assets held
under operating leases, payments made under
the leases are charged to profit or loss using
straight-line method 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 profit or loss as an integral
part of the aggregate net lease payments made.
Contingent rental are charged to profit or loss in
the accounting period in which they are incurred.

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 the straight-
line method over the periods covered by the
lease term, except where an alternative basis is
more representative of the 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. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
3.11 Operating leases (Continued)
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(ili) Prepaid land lease payments

Prepaid land lease payments are up-front
payments to acquire the long term interests
in usage of land on which the buildings are
situated. These payments are stated at cost
less accumulated amortisation and accumulated
impairment losses. Amortisation is calculated
using the straight-line method over the respective
lease terms.

3.12 Financial assets

The Group’s financial assets are classified as financial
assets at fair value through profit or loss, loans and
receivables and 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
and sales of financial assets are recognised on trade
date, that is, the date that the Group commits to
purchase or sell the asset. 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.

Derecognition of financial assets occurs when the
rights to receive cash flows from the investments
expire or are transferred and substantially all of
the risks and rewards of ownership have been
transferred.

At each reporting date, financial assets are reviewed
to assess whether there is objective evidence of
impairment. If any such evidence exists, impairment
loss is determined and recognised based on the
classification of the financial asset.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.12 Financial assets (Continued)

U]

Financial assets at fair value through profit or
loss

Financial assets at fair value through profit or
loss are mainly financial assets held for trading
and they are acquired for the purpose of selling
in the near term, or it is part of a portfolio of
identified financial instruments that are managed
together and for which there is evidence of a
recent pattern of short-term profit-taking.

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

— the assets are part of a group of financial
assets which are managed and their
performance is 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 profit or loss. Fair value is determined by
reference to active market transactions or
using a valuation technique where no active
market exists. Fair value gain or loss does not
include any dividend or interest earned on these
financial assets. Dividend and interest income
is recognised in accordance with the Group’s
accounting policies in note 3.19 to these financial
statements.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.12 Financial assets (Continued)

(ii)

(iii)

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. These 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.

Available-for-sale financial assets

These include non-derivative financial assets that
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 excluding
any dividend and interest income is recognised
in other comprehensive income and accumulated
separately in the investment revaluation reserve
in equity, except for impairment losses (see the
policy below) and foreign exchange gains and
losses on monetary assets, until the financial
asset is derecognised, at which time the
cumulative gain or loss previously recognised
in equity would be recycled to profit or loss.
Interest calculated using the effective interest
method is recognised in profit or loss. Upon
disposal, the cumulative gain or loss previously
recognised in equity is transferred to profit or
loss.

For available-for-sale investment in equity
securities that do not have a quoted market
price in an active market and whose fair value
cannot be reliably measured and derivatives that
are linked to and must be settled by delivery
of such unquoted equity instruments, they are
measured at cost less any identified impairment
losses at each reporting date subsequent to
initial recognition.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
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3.12 Financial assets (Continued)

Impairment of financial assets

At each reporting date, financial assets other than
at fair value through profit or loss are reviewed to
determine whether there is any objective evidence
of impairment. Objective evidence of impairment of
individual financial assets includes observable data
that comes to the attention of the Group about one
or more of the following loss events:

— significant financial difficulty of the debtor;

— a breach of contract, such as a default or
delinquency in interest or principal payments;

— it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation;

— significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor; or

— a significant or prolonged decline in the fair value
of an investment in an equity instrument below
its cost.

Loss events in respect of a group of financial assets
include observable data indicating that there is a
measurable decrease in the estimated future cash
flows from the group of financial assets. Such
observable data includes but not limited to adverse
changes in the payment status of debtors in the
group and, national or local economic conditions that
correlate with defaults on the assets in the group.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.12 Financial assets (Continued)
Impairment of financial assets (Continued)
If any such evidence exists, the impairment loss is
measured and recognised as follows:

()

(i)

Financial assets carried at amortised cost

A provision for impairment of loans and
receivables is established when there is
objective evidence that the Group will not be
able to collect all amounts due according to the
original terms of the receivables. The amount of
impairment loss is measured as the difference
between the asset’s carrying amount and the
present value of estimated future cash flows
discounted at the 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 profit or loss of 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 profit or loss of the
period in which the reversal occurs.

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 profit or loss as an
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 profit or
loss.

Reversals of impairment for investment in equity
instruments classified as available-for-sale are
not recognised in profit or loss. The subsequent
increase in fair value is recognised in other
comprehensive income.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
3.12 Financial assets (Continued)
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Impairment of financial assets (Continued)

(i) Financial assets carried at cost
The amount of impairment loss is measured
as the difference between the carrying amount
of the financial asset and the present value of
estimated future cash flows discounted at the
current market rate of return for a similar financial
asset. Such impairment losses are not reversed
in subsequent periods.

For financial assets other than loans and receivables
that are stated at amortised cost, impairment losses
are written off against the corresponding assets
directly. Where the recovery of loans and receivables
is considered doubtful but not remote, the impairment
losses for doubtful receivables are recorded using
an allowance account. When the Group is satisfied
that recovery of loans and receivables is remote, the
amount considered irrecoverable is written off against
the loans and receivables directly and any amounts
held in the allowance account in respect of that
receivable are reversed. Subsequent recoveries of
amounts previously charged to the allowance account
are reversed against the allowance account. Other
changes in the allowance account and subsequent
recoveries of amounts previously written off directly
are recognised in profit or loss.

Impairment losses recognised in an interim period
in respect of available-for-sale equity securities and
unquoted equity securities carried at cost are not
reversed in a subsequent period. Consequently, if
the fair value of an available-for-sale equity security
increases in the remainder of an annual period, or in
a subsequent period, the increase is recognised in
other comprehensive income.

3.

FEEFHEORBEE (4])
JSI2EWMEEGE)

T EEERE ()

(i)  FHAZIRZ & B EE
HEBESENEREERAE
HAEFGHRRB S RERERRFR
CRMEEZRTMSEHERAER
RZEBAE - BRAREBED
SREREED o

hIR 58 A D BR 2 B R I R R IR T
5 OREBREABEEERME -
11 50 7 e B MR BR SR AR AR 73 R AR B 3F
HAWE - REEMRIRZREEER
RABBRARK - HAKEREHER
K FE W BR TR EE AN @ - RURRAR 2 0K
Yoz SRR e B R B R N R U BR R
B3 R B AR E SR R R
FAEZEARENESRER - BERE
R R N BR 2 L 12 Ui [ SRR 10 13 1 Bl 1R
B - iR H ) BT HEM
2 BRI B RERN B iR o

A ERE AT (1t H B IR R 5 e X £ 4R
BRAFE FIRKAT R 2 B R E
BEISRERBEER - M #H
ERAEFESFLFERFEBEG TR
MW ER RN BENEME
AR -



Annual Report 2009 —ZEE M FFEIR

Notes to the Financial Statements B %335 M5t

For the year ended 31 December 2009 #HE-ZTTNFE+_A=+—HILEFE
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079

3.13 Financial liabilities

The Group’s financial liabilities include trade and
bill payables, other payables, derivative financial
instruments, borrowings and amounts due to related
companies. These are included in the statement of
financial position line items as trade and bill payables,
other payables and accruals, derivative financial
instruments, borrowings under current or non-current
liabilities and amounts due to related companies.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instrument. All interest related charges are recognised
in accordance with the Group’s accounting policy for
borrowing costs (see note 3.21).

A financial liability is derecognised when the
obligations specified in the relevant contract are
discharged, 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 profit or loss. Other than derivative
financial instruments which are detailed in note 3.14
below, measurements of the financial liabilities are as
follows.

() Borrowings

Borrowings are mainly bank loans and are
recognised initially at fair value, net of transaction
costs incurred. These are subsequently stated
at amortised cost; any difference between the
proceeds (net of transaction costs) and the
redemption value is recognised in profit or loss
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 reporting date.
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3.13 Financial liabilities (Continued)

(i) Trade and other payables and amounts due to
related companies
These are recognised initially at fair value and
subsequently measured at amortised cost less
settlement payments, using the effective interest
method.

3.14 Derivative financial instruments

Contracts to buy and sell a non-financial items is
accounted for as derivative when it can be settled
net in cash or another financial instrument and is
not held for the purpose of receipt or delivery of the
non-financial item in accordance with the Group’s
expected purchase, sale or usage requirement.

Derivative financial instruments, in individual contracts
or separated from hybrid financial instruments, are
initially recognised at fair value on the date when the
derivative contract is entered into. At each reporting
date, the fair value is remeasured. Gain or loss arising
from changes in fair value is charged immediately
to profit or loss for the year, except where the
derivatives qualify for cash flow hedge accounting or
hedge the net investment in a foreign operation, in
which case recognition of any resultant gain or loss
depends on the nature of the item being hedged.

3.15 Inventories

Inventories are carried at the lower of cost and net
realisable value. Cost is determined using 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 the estimated selling price in
the ordinary course of business less any applicable
selling expenses.

3.16 Cash and cash equivalents

Cash and cash equivalents include cash and bank
balances, demand deposits with banks and short
term highly liquid investments with original maturities
of three months or less, less bank overdrafts which
are repayable on demand and form an integral part of
the Group’s cash management.
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3.17Provisions and contingent liabilities

Provisions are recognised when the Group has a
present obligation (legal or constructive) as a result
of a past event, and it is probable that an outflow
of economic benefits will be required to settle the
obligation and a reliable estimate can be made.
Where the time value of money is material, provisions
are stated at the present value of the expenditures
expected to settle the obligation.

All provisions are reviewed at each reporting date and
adjusted to reflect the current best estimate.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
uncertain events not wholly within the control of the
Group, are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits
is remote.

Contingent liabilities are recognised in the course
of the allocation of purchase price to the assets
and liabilities acquired in a business combination.
These are initially measured at fair value at the date
of acquisition and subsequently measured at the
higher of the amount that would be recognised in a
comparable provision as described above and the
amount initially recognised less any accumulated
amortisation, if appropriate.

3.18 Accounting for income taxes

Income tax comprises current and deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, tax authorities
relating to the current or prior reporting period, that
are unpaid at the reporting dates. 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 a component of
tax expense in profit or loss.
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3.18 Accountmg for income taxes (Continued)

Deferred tax is calculated using the liability method on
temporary differences at the reporting 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 the
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 reporting
date.

Changes in deferred tax assets or liabilities are
recognised in profit or loss, or in equity if they relate
to items that are charged or credited directly to equity
if they relate to items that are charged or credited to
other comprehensive income or directly in equity.

Current tax assets and current tax liabilities are
presented in net if, and only if,

a. the Group has the legally enforceable right to set
off the recognised amounts; and

b. intends either to settle on a net basis, or
to realise the asset and settle the liability
simultaneously.
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3.18 Accountmg for income taxes (Continued)

The Group presents deferred tax assets and deferred
tax liabilities in net if, and only if,

a. the entity has a legally enforceable right to set off
current tax assets against current tax liabilities;
and

b. the deferred tax assets and the deferred tax
liabilities relate to income taxes levied by the
same taxation authority on either:

i the same taxable entity; or

ii. different taxable entities which intend either
to settle current tax liabilities and assets
on a net basis, or to realise the assets and
settle the liabilities simultaneously, in each
future period in which significant amounts
of deferred tax liabilities or assets are
expected to be settled or recovered.

3.19 Revenue recognition

Revenue comprises the fair value of the sale of
goods and services and the use by others of the
Group’s assets yielding interest and dividends, net
of applicable value-added tax (“VAT”), rebates and
discounts. Provided it is probable that the economic
benefits will flow to the Group and the revenue and
costs, if applicable, can be measured reliably, revenue
is recognised as follows:

Sales of goods (including the discontinued operations)
are recognised upon transfer of significant risks and
rewards of ownership to the customer. This is usually
taken as the time when the goods are delivered and
the customer has accepted the goods.

Rental income is recognised, on a time proportion
basis over the lease terms.

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

Dividend is recognised when the right to receive
payment is established.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.20 Employee benefits
Retirement benefits
Retirement benefits to employees are provided
through defined contribution plans.

The Group operates a defined contribution staff
retirement scheme (the “ORSO Scheme”) for certain
employees, the assets of which are held separately
from those of the Group in an independently
administered fund. Contributions are made based
on a percentage of the eligible employees’ basic
salaries and are charged to profit or loss as they
become payable in accordance with the rules of
the ORSO Scheme. When an employee leaves the
ORSO Scheme prior to his/her interest in the Group’s
employer contributions vesting fully, the ongoing
contributions payable by the Group can be reduced
by the relevant amount of forfeited contributions.

The Group also operates a defined contribution
Mandatory Provident Fund retirement benefits scheme
(the “MPF Scheme”) under the Mandatory Provident
Fund Schemes Ordinance, for those employees
in Hong Kong who are eligible to participate in
the MPF Scheme not previously covered by the
ORSO Scheme. Contributions are made based on a
percentage of the employees’ basic salaries and are
charged to profit or loss as they become payable in
accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from
those of the Group in an independently administered
fund. The Group’s employer contributions vest fully
with the employees when contributed into the MPF
Scheme.

The employees of the Group’s subsidiaries which
operate in the PRC are required to participate in
a central pension scheme operated by the local
municipal government. These subsidiaries are
required to contribute certain percentage of its payroll
costs to the central pension scheme. The Scheme is
responsible for the entire pension obligations payable
to the retired employees and the Group has no
further obligations for the actual pension payments or
other post-retirement benefits beyond the employer
contributions. Contributions under the Scheme are
charged to profit or loss as they become payable in
accordance with the rules of the PRC.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
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3.20Employee benefits (Continued)
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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 unused annual leave as
a result of services rendered by employees up to the
reporting date.

Non-accumulating compensated absences such as
sick leave and maternity leave are not recognisesd
until the time of leave.

3.21 Share-based employee compensation

The Group operates equity-settled share-based
compensation plans for remuneration of its
employees.

All employee services received in exchange for the
grant of any share-based compensation are measured
at their fair values. These are indirectly determined by
reference to the share options awarded. Their value is
appraised at the grant date and excludes the impact
of any non-market vesting conditions.

All share-based compensation is recognised as an
expense in profit or loss over the vesting period
if vesting conditions apply, or recognised as an
expense in full at the grant date when the equity
instruments granted vest immediately unless the
compensation qualifies for recognition as asset, with
a corresponding increase in the share options reserve
in equity. If vesting conditions apply, the expense is
recognised over the vesting period, based on the best
available estimate of the number of equity instruments
expected to vest. Non-market vesting conditions are
included in assumptions about the number of equity
instruments that are expected to vest. Estimates are
subsequently revised, if there is any indication that
the number of equity instruments expected to vest
differs from previous estimates.

At the time when the share options are exercised,
the amount previously recognised in share options
reserve will be transferred to share premium. After
vesting date, when the vested share options are later
forfeited or are still not exercised at the expiry date,
the amount previously recognised in share options
reserve will be transferred to retained profits.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
3.22 Borrowmg costs
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Borrowing costs incurred for the acquisition,
construction or production of any qualifying assets are
capitalised during the period of time that is required
to complete and prepare the asset for its intended
use. A qualifying asset is an asset which necessarily
takes a substantial period of time to get ready for
its intended use or sale. Other borrowing costs are
expensed when incurred.

3.23 Foreign currency translation

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 the reporting
date, monetary assets and liabilities denominated
in foreign currencies are translated at the foreign
exchange rates ruling at that date. Foreign exchange
gains and losses resulting from the settlement of such
transactions and from the reporting date retranslation
of monetary assets and liabilities are recognised in
profit or loss.

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 at 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 reporting date. Income and
expenses have been converted into the 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 in the exchange fluctuation reserve
in equity. Goodwill and fair value adjustments arising
on the acquisition of a foreign operation on or after
1 January 2005 have been treated as assets and
liabilities of the foreign operation and translated into
HK$ at the closing rates.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.23 Foreign currency translation (Continued)

Other exchange differences arising from the
translation of the net investment are taken to
shareholders’ equity. When a foreign operation is
sold, such exchange differences are reclassified from
equity to profit or loss as part of the gain or loss on
sale.

3.24 Financial guarantees issued

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.

Where the Group issues a financial guarantee, the
fair value of the guarantee is initially recognised as
deferred income within trade and other payables.
Where consideration is received or receivable for
the issuance of the guarantee, the consideration is
recognised in accordance with the Group’s policies
applicable to that category of asset. Where no such
consideration is received or receivable, an immediate
expense is recognised in profit or loss on initial
recognition of any deferred income.

The amount of the guarantee initially recognised as
deferred income is amortised in profit or loss over
the term of the guarantee as income from financial
guarantees issued. In addition, provisions are
recognised if and when it becomes probable that
the holder of the guarantee will call upon the Group
under the guarantee and the amount of that claim on
the Group is expected to exceed the current carrying
amount i.e. the amount initially recognised less
accumulated amortisation, where appropriate.

3.25 Segment reporting

The Group identifies operating segments and
prepares segment information based on the regular
internal financial information reported to the executive
directors for their decisions about resources allocation
to the Group’s business components and for their
review of the performance of those components.
The business components in the internal financial
information reported to the executive directors are
determined following the Group’s major product lines.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
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POLICIES (Continued)
3.25 Segment reporting (Continued)

The Group has identified the following reportable
segments:

(@) manufacture and distribution of watches and
timepieces;

(b) manufacture and distribution of enamelled
copper wires (carried out by the Group’s jointly
controlled entity); and

(c) property investment.

Each of these operating segments is managed
separately as each of the product and service lines
requires different resources as well as marketing
approaches. All inter-segment transfers are carried
out at arms’ length prices.

The measurement policies the Group uses for
reporting segment results under HKFRS 8 are the
same as those used in its financial statements
prepared under HKFRSs, except that:

— expenses related to share-based payments

— share of profit or loss of associates accounted
for using the equity method

— finance costs

— income tax

— corporate income and expenses which are not
directly attributable to the business activities of

any operating segment

are not included in arriving at the operating results of
the operating segment.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
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3.25 Segmeht reporting (Continued)

Segment assets include all assets but goodwill,
interests in associates, available-for-sale financial
assets, deferred tax assets and financial assets at
fair value through profit or loss. In addition, corporate
assets which are not directly attributable to the
business activities of any operating segment are not
allocated to a segment, which primarily applies to the
Group’s headquarter.

Segment liabilities exclude corporate liabilities which
are not directly attributable to the business activities
of any operating segment and are not allocated to a
segment. These include borrowings and amounts due
to related companies.

No asymmetrical allocations have been applied to
reportable segments.

3.26 Assets held for sale

Non-current assets held for sale and assets in
disposal groups are classified as held for sale if their
carrying amount is recovered principally through a
sale transaction rather than through continuing use.
This condition is regarded as met only when the
sale is highly probable and the asset (or disposal
group) is available for immediate sale in its present
condition. These assets (and disposal groups), other
than financial assets, classified as held for sale are
measured at the lower of carrying amount and fair
value less costs to sell.

3.27 Discontinued operations

A discontinued operation is a clearly distinguishable
component of the Group’s business that has been
disposed of or is classified as held for sale, which
represents a separate major line of business or
geographical area of operations of the Group.

3.28 Share capital

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

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.
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CRITICAL

SETAF A=+ BILER

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.

41

4.2

Critical judgements in applying the entity’s
accounting policies

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:

Operating lease arrangements — Group as lessor
The Group has entered into commercial property
leases on its investment property portfolio and has
determined that it retains all the significant risks and
rewards of ownership of these properties which are
leased out on operating leases.

Critical accounting estimates and assumptions
The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, rarely 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:

Estimated impairment of goodwill

The Group tests on an annual basis whether goodwill
has suffered any impairment in accordance with the
accounting policy stated in note 3.6. The recoverable
amounts of CGUs have been determined based on
value-in-use calculations. These calculations require
the use of judgement and estimates of the future cash
flows expected to arise from the CGUs, the timeframe
for the cash flows forecast and the suitable discount
rates in order to calculate the present value. Details in
impairment assessment are set out in note 20 to the
financial statements.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)
4.2 Critical accounting estimates and assumptions

(Continued)

Provision against slow-moving inventories

Provision for slow-moving inventories is made based
on the ageing and estimated net realisable value of
inventories. The assessment of the provision amount
required involves management judgement and
estimates. Where the actual outcome or expectation
in future is different from the original estimate,
such differences will impact the carrying value of
inventories and provision charge/write-back in the
period in which such estimate has been changed.

Depreciation

The Group depreciates the property, plant and
equipment using the straight-line method over the
estimated useful lives of 3 to 40 years, starting
from the date on which the assets are placed into
productive use. The estimated useful lives reflect
the directors’ estimate of the period that the Group
intends to derive future economic benefits from the
use of the Group’s property, plant and equipment.

Valuation of share options granted

The fair value of share options granted was calculated
using the Black-Scholes valuation model based
on the Group management’s significant inputs
into calculation including an estimated life of share
options granted to be five years, based on exercise
restrictions and behavioural consideration, the
volatility of share price, weighted average share prices
and exercise price of the share options granted.
Furthermore, the calculation assumes no future
dividends.

Estimated impairment of trade receivables

The impairment loss on trade receivables of the
Group is established when there is objective evidence
that the Group will not be able to collect all amounts
due according to the original terms of receivables.
Allowances for impairment of receivables are
determined by management of the Group based on
the repayment history of its debtors and the current
market conditions. Significant financial difficulties
of the debtor, probability that the debtor will enter
bankruptcy or financial reorganisation, and default or
delinquency in payments are considered indicators
that the trade receivable is impaired. Management
reassesses the amount of impairment allowances of
receivables, if any, at each reporting date.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)
4.2 Critical accounting estimates and assumptions

(Continued)

Impairment of non-financial assets

The Group assesses impairment at each reporting
date by evaluating conditions specific to the Group
that may lead to impairment of assets. Where
an impairment trigger exists, the recoverable
amount of the asset is determined. Value-in-use
calculations performed in assessing recoverable
amounts incorporate a number of key estimates
and assumptions about future events, which
are subject to uncertainty and might materially
differ from the actual results. In making these key
estimates and judgements, the directors take into
consideration assumptions that are mainly based
on market condition existing at the reporting dates
and appropriate market and discount rates. These
estimates are regularly compared to actual market
data and actual transactions entered into by the
Group.

Income taxes

The Group is subject to income taxes in Hong Kong
and the PRC. Significant judgement is required in
determining the amount of the provision for income
taxes and the timing of payment of related taxes.
The Group recognises liabilities for anticipated tax
based on estimates of whether additional taxes will
be due. Where the final tax outcome of these matters
is different from the amounts that were initially
recorded, such differences will impact the income
tax and deferred tax provisions in the period in which
such determination is made. There is no impact of
such a change of enterprise income tax on the Group
because there are no material temporary differences.
Therefore, no deferred taxation has been provided for
the year.

Fair value of investment properties

The Group’s investment properties are stated at fair
value (note 18) in accordance with the accounting
policy stated in note 3.10. The fair values of the
investment properties are determined by Chung,
Chan & Associates and Asset Appraisal Limited,
independent professionally qualified valuers. Such
valuations were based on certain assumptions, which
are subject to uncertainty and might materially differ
from the actual results. In making the judgement,
reasonable consideration has been given to the
underlying assumptions that are mainly based on
market conditions existing at the reporting date.
These estimates are regularly compared to actual
market data and actual transactions in the market.
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(14

SEGMENT INFORMATION

The chief operating decision-maker is identified as
executive directors. The executive directors have identified
the Group’s product and service lines as operating
segments as follows:

(@ manufacture and distribution of watches and
timepieces;

(b) manufacture and distribution of enamelled copper
wires (carried out by the Group’s jointly controlled
entity); and

(c) property investment.

Since 2007, the Group had significantly scaled down
the manufacture and distribution of timber products (the
“Discontinued Timber Business”) due to the resumption of
a land in the PRC. The Discontinued Timber Business has
been classified as discontinued operations in the Group’s
financial statements since 2007. Further details regarding
the results of the Discontinued Timber Business are set
out in note 11.

These operating segments are monitored and strategic
decisions are made on the basis of adjusted segment
operating results.

Inter-segment sales are charged at prevailing market
prices.
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SEGMENT INFORMATION (Continued) 5. g RH(4)
2009 —EEhF
Watches and
timepieces Enamelled Property
E&K  copper wires investment Total
HEtEMm 2aEs NERE -
HK$°000 HK$'000 HK$°000 HK$'000
FAET FTERT TR FTET
Segment revenue and income: DM MGE -
Sales to external customers MPREPHEE 569,114 471,149 5,451 1,045,714
Other income and financial income HEt A REBUWA 8,886 15,964 6 24,856
Total @t 578,000 487,113 5,457 1,070,570
Segment results R 172,699 16,767 6,195 195,661
Unallocated corporate income FARATMARS L FE
and expenses, net 1,982
197,643
Share of profit of associates JE(RE & ARG Al 1,817
Finance costs HBER (8,597)
Equity-settled share-based compensation NRAEE 2 e (15,570)
Profit before income tax BRI AT G A 175,353
Income tax expense RS (31,388)
Profit for the year from continuing operations REBEREER 7 REERT 143,965
Profit for the year from REBRHEEXKY
discontinued operations (note 11.2) AEZHEN (H:E11.2) 225,651
Profit for the year REERA 369,616
Segment assets NEBE 547,023 242,661 76,027 865,711
Goodwil BE 621,382
Interests in associates bR AR 343,277
Avallable-for-sale financial assets HtESHEE 1,440,715
Financial assets at fair value through N R PN
profit or loss LEREE 82,482
Unallocated corporate assets APORRAEE 127,515
3,481,082
Segment liabilities PERE 140,995 65,324 14,041 220,360
Borrowings #E 122,533
Unallocated corporate liabilities KAEARAR 179,923
522,816
Other segment information HitAEER
Interest income FIBIA (525) (405) - (930)
Depreciation and amortisation of BRI HASTENEREH
prepaid land lease payments 5,485 6,631 12 12,128
Net surplus on revaluation of RENESHBRHER
investment properties - - (5,102) (5,102)
Reversal of write-down of inventories BEENRZTEE ZERE
to net realisable value - (4,256) - (4,256)
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5. SEGMENT INFORMATION (Continued) 5. g RH(4)
2008 —EEN\EF
Watches and
timepieces Enamelled Property
§E4R % copper wires investment Total
K5t fm REHE NERE &zt
HK$'000 HK$'000 HK$'000 HK$'000
TAT AT TAT AT
Segment revenug and income: PEWARMGE
Sales to external customers MPREEHE 270,319 589,869 5,116 865,304
Other income and financial income EC NG ON 659 24,965 1 25,625
Total @t 270,978 614,834 5,117 890,929
Segment results PEER 72,247 464 11,084 83,745
Unallocated corporate income and FARATRARS T8
expenses, net (18,795)
64,950
Share of proft of associates FE(LB 2 D RIER 24
Finance costs FBER (8,637)
Equity-settled share-based compensation IRALEE 2 RARE (968)
Profit before income tax BRI BRG] 55,586
Income tax expense RS (16,082)
Profit for the year from continuing operations RERBLEEH AER R 39,504
Profit for the year from REBREERK
discontinued operations FEEE 251,812
Profit for the year KERERF 291,316
Segment assets PREE 367,490 215,455 70,898 653,843
Goodwill HE 621,382
Interests in associates FriEBE AR 34,582
Available-for-sale financial assets MEHEeHEE 413,010
Financial assets at fair value through N R YN
profit or loss LERBE 29,059
Unallocated corporate assets RARAREE 651,819
2,403,695
Segment liabilities PEAE 163,015 43,279 13,308 219,602
Borrowings BE 144,983
Due to related companies ERBEERRRK 769
Unallocated corporate liabilities KRARNAEE 370,694
736,048
Other segment information HitHEER
Interest income EEVON (406) (100) - (506)
Depreciation and amortisation of BT HASHENE RS
prepaid land lease payments 3,164 6,250 12 9,426
Net surplus on revaluation of RENFBMHBHTE
investment properties - - (9,348) (9,348)
Wirite-off of obsolete inventories MERERE 745 4,305 - 5,050
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(14

SEGMENT INFORMATION (Continued) 5.
The Group’s revenues from external customers and

its non-current assets (other than financial instruments

and deferred tax assets) are divided into the following
geographical areas:

5y BUERL ()

AEEREIREL 2 WS RIERSEE
(e BT AREERIBEERIN BT

wEE 5

Revenue from
external customers
(including continuing and
discontinued operations)

Non-current assets

HREF W=
(BEFERE
RERIEREHEK) FRBEE
2009 2008 2009 2008
—EEAF ZZTTN\FE ZETAFE ZITTN\HF
HK$’000 HK$’000 HK$’000 HK$’'000
FHET T FHExT T
Hong Kong (domicile) B (FriEih) 120 120 21,375 19,875
PRC Fh 1,052,920 896,765 1,225,985 969,944
Other locations H b= - 377 - =
1,053,040 897,262 1,247,360 989,819

The geographical location of customers is based on
the location at which the goods are delivered. The
geographical location of the non-current assets is based
on the physical location of the asset.

During the year, HK$338,904,000 or 32% (2008:
HK$549,256,000 or 61%) of the Group’s revenues were
derived from a single customer, Citychamp Dartong
Company Limited (“Citychamp”), in enamelled copper
wires segment. Citychamp is the joint venturer of the
Group’s jointly controlled entity and a company listed in
the Shanghai Stock Exchange in the PRC.

At the reporting date, HK$48,793,000 (2008:
HK$43,536,000) of the Group’s trade and bill receivables
was due from Citychamp.

BEPHMBEBABYEXMHERE  ERDE
EEAEEERMEMIBSE -

F A - N5 B 338,904,000/8 T8 32% 2
WA(ZZEZ)\F : 549,256,000 JT =X
61%)RERBMENBE TP EHAB
BOBERAR(TEH]) - B AAERHL
EEZEFHIERB AET RPBEEEEHFR

LT e

REER  AEEZRERKERFAREZEF
48,793,000/ T ABEIM AR (—ZEN\F ¢
43,536,000/ 7T) °
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6. REVENUE 6. WA
Revenue on continuing operations, which is also the BEEEEE ZIMA A AL E &
Group’s turnover, represents the net invoiced value TIEHNGEERESITIzELEREER
of goods sold, after allowances for returns and trade FENALRBE W R EKRES KA - FARER
discounts, and rental income received and receivable. ZWAIT -

Revenue recognised during the year is as follows:

2009 2008
—EENE —EEN\EF
HK$’000 HK$’000
FHExT T
Revenue on continuing operations FRERSEEBRZIWA
Sales of goods EmiNE 1,040,263 860,188
Gross rental income LW A 858 5,451 5,116
1,045,714 865,304
7. OTHER INCOME AND FINANCIAL INCOME 7. JCABBON B SE BB
2009 2008
—EENE —EENEF
HK$’000 HK$’'000
FExT T
(@) Other income on continuing HEREET 2 HMWA
operations
Income from sale of scrapped HESHYR Z WA
materials 15,078 24,526
Others Hith 8,697 610
23,775 25,136
(b) Financial income on continuing &K ER 2 BEWA
operations
Bank interest income RITH B UA 1,121 523
Dividend income from financial BN EET A sk
assets at fair value through EEzEmEEZREKA
profit or loss 788 1,139

1,909 1,662
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FINANCE COSTS 8. WHEM
2009 2008
“®ENE  —TT\4
HK$’000 HK$’000
FExT T
Continuing operations FREREEE
Interest charged on bank and ARAFRNEBEREN ZRITR
other loans wholly repayable HERFE
within five years 8,597 8,637

PROFIT BEFORE INCOME TAX

Profit before income tax is arrived at after charging/

9. BRPI1HBLRT A

BRPFSBADE N E R, (FEA) TFIRIA

(crediting):
2009 2008
“EEAF —ZTENF
HK$’000 HK$’000
FHxT F&IT
Continuing operations BHERSEER
Cost of inventories recognised BRAERI 2 FERAR
as expense 667,569 696,597
Including: B -
— Write-off of obsolete inventories - MR ETE - 5,050
— Reversal of write-down of - B EFEHMRZE
inventories to net realisable value* A] 30 5B~ (4,256) -
— (Gain)/Loss on derivative financial -TEEMT A
instruments** (Weak) /BB (6,772) 2,571
Impairment losses on trade receivables  fEUBR ZUR EE 18
(included in administrative expenses) (GFATTEER) 259 80
Depreciation*** PrE 17,349 11,145
Amortisation of prepaid land lease TEf L 1 7 S R IE S
payments 1,652 242
Net foreign exchange loss HNFETRZR)F 5 774 64
Minimum lease payments under T REFELEHELNET
operating leases in respect of land EHEEFRIE
and buildings 9,261 13,887
Auditors’ remuneration 1% EREN N & 1,380 1,280
Gross rental income e WA LR (5,451) (5,116)
Less: direct operating expenses B EEEERY 1,983 1,777
Net rental income AW A F5E (3,468) (3,339
Loss on disposals of property, HEYE  BELREZER
plant and equipment 63 74
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).

10.

PROFIT BEFORE INCOME TAX (Continued) 9. lﬁ!ﬁfﬁﬁf’mﬁu (&A1)

During the year, the Group reversed HK$4, 256 000 (2008: N|I) of an CAEBEBEOR =TT NEMRTEE
inventory write down made in 2008. The Group has sold all of the 4 256 000 (=F )\¢ )  AEEER
goods to customers at above cost. BAREKAERNREFELHEHMER -

* During the year, the Group has entered into forward contracts for the * FR - AREREBRRT LRGN 252
purpose of purchases and sales of copper. These forward contracts A #ERBIRES6,772,000/8 (=2 T )\F : BB
recorded a gain of HK$6,772,000 (2008: a loss of HK$2,571,000) 2,571,000/ 7C) °
during the year.

= Depreciation expense of HK$8,136,000 (2008: HK$6,345,000) has 8,136,000 B T2 HEMZ (Z T T\ F :
been included in cost of sales, HK$655,000 (2008: HK$543,000) 6,345,000 70 ) B 5T ASHE KA i 655,0007%8 70
in selling and distribution expenses and HK$8,558,000 (2008: (ZZT)\F : 543,000/ TC) st ASHERDHE
HK$4,257,000) in administrative expenses. FA LA K.8,558,0007% 7T (= FZ )\ : 4,257,000

BIT)ETAITHRER

INCOME TAX EXPENSE 10. Bif BB 32

Profit for the year ended 31 December 2009, Hong Kong REBEZ-_ZEFTNF+_A=+—HItHF

profits tax was provided at the rate of 16.5% on the B RBBELE (AT SRR TR X

estimated assessable profits arising in Hong Kong. During 16.5%EL BB EREE - HE_TZT

the year ended 31 December 2008, no provision for NEFTZA=+—HILEFERN  BARESE

Hong Kong profits tax has been provided in the financial B EmRNEBE LR RN - WERE

statements as the Group had no assessable profits arising ERERAER BB A G -

in Hong Kong.

The subsidiaries established in the PRC are subject to KBRS ZH B RARERZN F20% =

income taxes at tax rates ranging between 20% and 25% 25% (ZFF)\F : 18%125%)2@? S

(2008: between 18% and 25%). SRR o

Income tax on overseas profits has been calculated on NG B 2 BT 1S B IR G A {h 5T 18 ER A i A

the estimated assessable profits for the year at the rates NAEEZEEMEBRR ZIBITREE -

of taxation prevailing in the countries in which the Group

operates.

2009 2008
—EENE —TTN\F
Continuing Discontinued Continuing  Discontinued
operations operations operations operations
K& [=F -1 HE B
REER REER REET REETE
HK$’000 HK$’000 HK$'000 HK$'000
FTET FTEx THET THET
Current tax for the year FRENEATE IR
Hong Kong BE 1,365 - - -
PRC h 31,346 61,787 15,910 39,221
(Over)/Under-provision BEFE(BEREE)/
in respect of prior years BETN R
PRC ] (1,323) - 172 -
Total income tax expense A 8% 31,388 61,787 16,082 39,221




China Haidian Holdings Limited rhEl/SREE AR A 5 100

Notes o the Financial Statements B %3 25 M5
For the year ended 31 December 2009 #HE-ZTNF+_-_A=+—HILEFE

10. INCOME TAX EXPENSE (Continued) 10. PifaBebi 5 (%)
Reconciliation between income tax expense and it BRERAMREAE 2215
accounting profit at applicable tax rates: HERAT -
2009 2008
—EENE —ETNFE
Continuing Discontinued Continuing  Discontinued
operations operations operations operations
& =% Jis HE B
REER REER RS TS
HK$’000 HK$’000 HK$'000 HK$'000
FTEx FTET FET FET
Profit before income tax BR PRS- TEAT & A 175,353 287,438 55,586 291,033
Tax calculated at the rates BEBHIERAER
applicable to the tax AR =R
jurisdictions concerned B2 HIE 34,844 57,488 11,801 52,386
Tax effect of income BARRBAZ
not taxable BB E (8,641) - (15,692) -
Tax effect of non-deductible ~ FA[INFHL
expenses M2 5,601 4,299 9,667 2,004
(Over)/Under-provision BEFE(BERE)/
in respect of prior years BETR (1,323) - 172 -
Utilisation of unused tax losses  &h A MR K (E H
not recognised TIAEE (2,591) - - (15,169)
Tax effect of tax losses RERTIEEE
not recognised T2 3,498 - 10,134 =

Total income tax expense FrisfiFA T @% 31,388 61,787 16,082 39,221
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11. NON-CURRENT ASSETS HELD FOR SALEAND 11. H##EREZEEHEERERILES
DISCONTINUED OPERATIONS E'S
11.1Discontinued Timber Business 11.1 B & 1L R

In December 2007, Seti Timber Industry (Shenzhen)
Co., Limited (“Seti”), a PRC wholly-owned subsidiary
of the Group which was principally engaged in
manufacture and distribution of timber products,
entered into a land resumption agreement with
the Shenzhen Municipal Government (the “Land
Resumption Agreement”). In 2008, pursuant to
the Land Resumption Agreement, the Shenzhen
Municipal Government resumed the land in Shenzhen
that was leased to Seti (the “PRC Land”). Seti
had significantly scaled down its operations in
manufacture and distribution of timber products
since December 2007 and subsequently ceased
its production operations in 2008. Details of this
transaction were set out in the Company’s circular
dated on 24 December 2007.

As the Discontinued Timber Business carried out
by Seti represented components of the Group’s
business, the operations and cash flows of which
could be clearly distinguished from the rest of the
Group and which represented separate major lines
of businesses, the Group presented, in its financial
statements, the operations of the Discontinued
Timber Business as discontinued operations in
accordance with HKFRS 5.

According to the Land Resumption Agreement,
the Shenzhen Municipal Government retained
50% of the PRC Land (the “Government Retained
Land”) and arranged the remaining 50% of the
PRC Land (the “Auction PRC Land”) for the auction
sale at an open auction (the “Open Auction”) in
2008. The compensation payable to Seti by the
Shenzhen Municipal Government, as a result of the
land resumption, was 89.5% of the proceeds of
the Auction PRC Land as determined in the Open
Auction.

R-TEZLE+ - AEERTE
HEAMERBRERDH2PHEE
B AR ZREARECORI) BRAF
(TF% ) BRI B AT 2] S2 UK Bl =3
e ([ Wb e ]) - BRBEBIOHE -
FEYNTHEFR -T2 )\ E IO F 5%
FHURREIZ b ([FREEH]) - &
FE_ZTZTLF+ AR KB
HEARAVMEREERDHEB 2HRIE
WAZEENFRIEHEEEZT B
BRIFBHNARABHEAE -ZT
tF+—AZFWBZBEK -

2SN S AR 72 109
AEBEBEFLY  HEBLRAS
mEREARBERPERE 2 HRE
VEBXRBEWERG - MO K EARY
EBRBEF BV RRERESRINS
ERIEEERT -

RBYS T - R ERAFRE + B
T ETES0% ([ RE £ ]) - I
RHPBE LR T0%EE([HED
Bt DR -—TZNFERAREE
(I2FAMEDHE - RMKE LM
AYNIT BT RRART X HHE - &8
HERARAEPER L ABERIELZ
89.5% °
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11. NON-CURRENT ASSETS HELD FOR SALE AND
DISCONTINUED OPERATIONS (Continued)
11.1Discontinued Timber Business (Continued)

In November 2008, Shenzhen Seti Trading
Development Company Limited (“Seti Trading”), a
wholly owned subsidiary of the Group, and Suzhou
Citychamp Hongye Property Development Company
Limited (“Suzhou Citychamp”), a wholly-owned
subsidiary of Citychamp, jointly won the bid at the
Open Auction to acquire the Auction PRC Land. As
described in note 4, Citychamp is the joint venturer
of the Group’s jointly controlled entity and a company
listed in the Shanghai Stock Exchange in the PRC.

On the same date, Shenzhen Municipal Bureau of
Land Resources and Housing Management, the
Shenzhen Municipal Government, Seti Trading and
Suzhou Citychamp entered into a document which
confirmed the results of the Open Auction and the
Shenzhen Municipal Government, Seti Trading and
Suzhou Citychamp entered into a project agreement
setting out the terms of the acquisition of the Auction
PRC Land (the “Project Agreement”).

According to the Project Agreement, the Auction PRC
Land was acquired at Renminbi (“RMB”)800,000,000
(the “Consideration”). The total compensation to
be payable to Seti by the Shenzhen Municipal
Government, as a result of the land resumption,
was amounted to RMB716,000,000 (being 89.5% of
RMB800,000,000). Accordingly, the considerations
for the Government Retained Land (50% of the PRC
Land) and the Auction PRC Land (50% of the PRC
Land) are both RMB358,000,000.

The first instalment of RMB240,000,000 had been
already paid by Seti Trading and Suzhou Citychamp
to the Shenzhen Municipal Government in 2008.
During the year, the remaining portion of the
Consideration of RMB560,000,000 was paid by Seti
Trading and Suzhou Citychamp to the Shenzhen
Municipal Government.

1. FEBEZERHEERCKILER
¥ (5)
111 B8R IE R ER ()

R-ZZZNFE+—F AEEZ2EK
BREAIRIMHATESERBRAA
(IHRTES ) BEREENERQFH
NEREEEHERR D E ([#HMNE
WHRARAMEARKREHETEL
b o AR EART AL - B ARAEE K
FAEHERZAZLT  ARRTEL
BEFRGMEMZ AR -

RE - RITHELERMEEE R
B RYTERAA - R E S REHMNT
WRIM XM - RAFRMEEAER M
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11. NON-CURRENT ASSETS HELD FOR SALE AND
DISCONTINUED OPERATIONS (Continued)
11.1Discontinued Timber Business (Continued)

As a result of the success of the Auction PRC Land,
Seti Trading and Suzhou Citychamp entered into a
joint venture agreement in November 2008 in respect
of the establishment of Shenzhen Guanyang Real
Estate Co., Limited (“Guanyang Real Estate”), which
is 30% and 70% owned by Seti Trading and Suzhou
Citychamp respectively. In 2009, legal procedures to
establish Guanyang Real Estate were completed and
Guanyang Real Estate is regarded as the Group’s
associate as at 31 December 2009.

During the year, the restoration of the PRC Land
was completed and the compensation was fully
settled by the Shenzhen Municipal Government. Seti
had demolished the buildings on the PRC Land and
disposed of the property, plant and equipment of the
Discontinued Timber Business on the PRC Land.

As at 31 December 2008, in accordance with the
HKFRS 5, the property, plant and equipment and
prepaid land lease payments were classified as held
for sale in the consolidated statement of financial
position as their carrying values can be recovered
principally through a sale transaction. As there is no
plan to deregister Seti when the Open Auction is
completed, other assets and liabilities are retained by
Seti and their carrying amounts are not classified as
held for sale.

L1 F A B 2 JR iR B A & Ok R
0 (4)
1A RIEARMFH ()

ARKINESHERR LM - FHE
ZERHEMNBHRR -_ZZENE+— AR
BADFRINE FEHERR AR ([EF
BHE]TVHBHEER  BAHFTE

ERER M 7T 5 B HEB 30% KX 70% ° 1
“TTNF  RUBARMEZ AR
EBFERK  BFEEHER-ZTA
F+ - A=+ —BEEAANE BB S

NG

ERHABE LR FRTHK © RYITI
FEE2BXNEE - RECHFERF
Btz BFUARBEDKRIEAME
BRPB L2 W% - BB MEE -

R-_ZTZN\EFE+_A=+—8 ' RBE
BBV SR RAERIFELH - WE - R
T2 5% A DA 2 F8 A+ 30 7 & 3R E Ty A 4R
EMBMRARDBAIFIELE - 1Ty
HREEEETEIZERHER S W
B - ARITEFERAFABETKE
BiEHRTw 22t EtEEREEH
BARATRE HEABTeEAR
EE o
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11. NON-CURRENT ASSETS HELD FOR SALE AND
DISCONTINUED OPERATIONS (Continued)

11.2 An analysis of the results of the Discontinued Timber
Business for the year ended 31 December 2009, with the
comparatives for illustrative purpose, is as follows:

1. FEBEZERHEERCKILER
5 (45)
M2BE-_TETNF+_A=+—H8IF

& BRIEAMES Z EEH T RBE
SRR Z LB ETEE AN

2009 2008
—EEAF —ZTENF
HK$’000 HK$’000
FET FHIT
Revenue WA 7,326 31,958
Cost of sales SHE KA (12,522) (35,762)
Gross loss E% | (5,196) (3,804)
Other income Hiplg A 2,421 8,088
Selling and distribution expenses HERDHER (143) 277)
Administrative expenses THRER (19,792) (27,942)
Gain on disposals of non-current HEREHNEIERBEE
assets held for sale ZWas 309,799 317,227
Operating profit R R 287,089 293,292
Financial income B UL 585 20
Finance costs — interest on bank W% ER— AR AT ANEH
loans wholly repayable within BEZIRITERFE
five years (236) (2,279)
Profit before income tax K BT 5% BiE A 287,438 291,033
Income tax expense FrS B = (61,787) (39,221)
Profit for the year REEER 225,651 251,812
Operating cash flows KBS A 51,844 (8,094)
Investing cash flows KEBHERE 75,975 (82,226)
Financing cash flows MERERE (28,409) 89,290
Total cash inflows/(outflows) WEARA Cnt) @z 99,410 (1,030)

Employee benefit expense of the discontinued
operations for the year of HK$2,979,000 (2008:
HK$6,985,000) included wages and salaries of
HK$2,609,000 (2008: HK$6,422,000), and pension
cost of HK$370,000 (2008: HK$563,000).

AEEDRIELEEYESR
M B 2,979,000 7T ( =2 Z )\
% : 6,985,000/ L) BIE T E K& I
% 2,609,000 ;¢ ( = T T )\ F
6,422,000/ 7T ) MR R & X Z<370,000
BIL(ZZZT )\ : 563,000/87T) °
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11. NON-CURRENT ASSETS HELD FOR SALE AND
DISCONTINUED OPERATIONS ((

11.2 (Continued)

Gain on disposals of non-current assets held for sale

Continued)

SEEAFTASTALEE

8 (8
1.2 (&)

L1 A B 2 DR O ) A % C A%k R

HERIELEZIFRBEERZE DT

was analysed as follows: /U
2009 2008
—EENF ZETNF
HK$’000 HK$'000
FET FHTT
Proceeds from disposals of HERELE ZIERBEE
non-current assets held for sale P15 50E 406,818 406,818
Carrying amounts of FELEZ IR EEREE
non-current assets held for sale (85,317) (87,481)
Other direct expenses related FRHECEMEERY
to the disposal (11,702) (2,110)
309,799 317,227

During the year, net proceeds of HK$801,934,000
(2008: Nil) from disposal of non-current assets held
for sale was fully received by the Group.

11.3 An analysis of the non-current assets of the Discontinued
Timber Business classified as held for sale at the reporting

date is as follows:

FRA-

MNINEER

NEE DB EUEE E R E
LEFRDEE B REFE
801,934,000 L(ZZEFN\F : &) -

C DRRFHERE ZERIEAR
MEBZIERBEEDINWT

2009 2008
—EEAEF —ZTTNF
HK$’000 HK$’000
FEx FH&IT

Non-current assets classified DERFELEEZ

as held for sale: ERBEE -

Property, plant and equipment ME - BB NERE - 89,671
Prepaid land lease payments TET AR E IR - 27,222
- 116,893

During the year, certain property, plant and equipment
with a carrying amount of HK$24,724,000 and
prepaid land leases payment with a carrying amount
of HK$6,852,000 which were previously classified as
non-current assets held-for-sale are now retained by
the Group. These assets are all located outside the
PRC Land and can be used by the Group. Therefore,
these assets are now classified as non-current assets
under appropriate categories (note 17 and 19).

ﬁm 8 M (B 424,724,000 T 2
HETW=E - BE k& ﬁuﬁﬁﬁﬁfﬁﬁ
6,852,000/ T < FA L ibFH EFIE

LEE"*E%%T/EHjEZ%m@JﬁE

BHRAKRERE - RFEER LR
PRS- TRAREER - F
ZEBERNBEBNTOER

IEREEE (17 X%19) °
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12.

13.

PROFIT ATTRIBUTABLE TO THE OWNERS OF
THE COMPANY

Of the consolidated profit attributable to the owners of the
Company of HK$362,561,000 (2008: HK$290,213,000), a
profit of HK$34,543,000 (2008: a loss of HK$75,817,000)
has been dealt with in the financial statements of the
Company.

12, A2 vl B A HEAY B

N BB A FEAL 4R A 4 £ 362,561,000
BT (=TT )\ F : 290,213,000 7T )
B AEERARRMERRERZ &
#134,543,0008 T (ZZEZNGF : BE
75,817,000/ 7)) °

DIVIDENDS 13. A
13.1Dividend attributable to the year 131 R FEEERE
2009 2008
—EZAF —EE)N\EF
HK$’000 HK$’'000
FExT T IT
Interim dividend of HK1.0 cent per ~ FREAPE 2. & 3% 1.075 1L
share (2008: Nil) —ETN\E  E|E) 35,420 -
Proposed final dividend of HK4.1 HER R BRRS B &A% 4.1 7810
cents per share —ZTTNE : 2.581)
(2008: HK2.5 cents) 145,250 88,551
180,670 88,551

The final dividend declared after the reporting date
has not been recognised as a liability at the reporting
date, but reflected as an appropriation of retained
profits and share premium account for the year ended
31 December 2009.

13.2 Dividend attributable to the previous financial year,
approved and paid during the year

X

BEARE IR 2 RHIA S BN
FHBRRAE HORRAHE—
ZENFTA=+T—RIEFEZR
2R i M) K Bt i (B R IR

3

13.2F AL FR 5 38 1 B B F E B 1A ik
=]

N

2009 2008
—EEAEF —ZTENF
HK$’000 HK$’000
FET F&IT
Final dividend in respect of the B BB SR AR B
previous financial year, %257
of HK2.5 cents per share —ET)N\EF  E|E)
(2008: Nil) 88,551 =
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14. EARNINGS PER SHARE 14.

WA

The calculations of basic and diluted earnings per share
attributable to the owners of the Company are based on

the following data:

ARBAEEANEREERERNREERNTY
RIBATEIRETHE -

Earnings &5
2009 2008
—EEAEF —ZTTNF
HK$’000 HK$’000
FExT F&T
Profit attributable to the owners of the s+ & &R E AR K& i#E
Company for the purpose of basic BRFTEBE 2 AR
and diluted earnings per share: RIEE AE(ERA
Continuing operations SESE T 136,910 38,401
Discontinued operations BRI S ER 225,651 251,812
Total profit from continuing and FECE R DX
discontinued operations i A 4258 362,561 290,213
Number of shares BROEE
2009 2008
—EEAEF —ZETNF
Number Number
of shares of shares
RBEEB S d=
000 ‘000
F A FB&
Weighted average number of shares st EFRERBEFIFTIKIE 2
for the purpose of basic earnings hnigE 5 AR B
per share 3,542,047 2,160,200
Effect of dilutive potential shares: BERGO 2EFTZE
— share options issued —ARRREITZ
by the Company BERBRMOIE 92,142 =
Weighted average number of shares 5T E &I E#E Z FIFT KI5 2
for the purpose of diluted earnings I IE AR B
per share 3,634,189 2,160,200

For the year ended 31 December 2008, the share options
had no dilutive effect as the average market price of
the ordinary shares was below the exercise price of the
options. Diluted earnings per share for the year ended 31
December 2008 were not disclosed as no dilutive events

existed during that year.

FASREERN

BE-TT)\F+-A=1+—HIEFE
BN EBERFOmEERETRERNDE
THEE HELREROESNEBER
2 -aRBE_FTTN\EF+-_A=1+—~H
IEFEYEARETEMN - WA BREZ
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15. EMPLOYEE BENEFIT EXPENSE (INCLUDING

DIRECTORS’ EMOLUMENTS)

15.

D LA R B 52 (AL 96 A de i )

2009 2008
—EENE —ET)N\F
HK$°000 HK$’'000
FET FET
Continuing operations BESEER
Wages and salaries TEERH 83,058 56,816
Pension costs — defined contribution — RRE KA — EEE G2
plans 6,545 3,737
Equity-settled share-based ARG E 2 IR E
compensation 11,177 695
100,780 61,248
16. DIRECTORS’ REMUNERATION AND SENIOR 16, #34 K W4T PA B4
MANAGEMENT’S EMOLUMENTS
16.1Directors’ emoluments 161 EEME
2009 —EENE
Salaries,
allowances Contributions Equity-settled
and benefits to pension  share-based
Directors’ in kind scheme compensation
fees e EZER RiIE  UREEEZ Total
Lk ENEHN TR RHHE HE
HK$’000 HK$’000 HK$°000 HK$°000 HK$000
TR TR TR THEx TR
Executive directors HTEE
Mr. Hon Kwok Lung BEELE - 1,690 12 304 2,006
Mr. Shang Jianguang BG4 - 3,206 60 696 3,962
Mr. Shi Tao REBEE - 1,690 - 435 2,125
Mr. Lam Toi Man MR EE - 1,430 12 304 1,746
Non-executive director FEH{TEE
Ms. Sit Lai Hei ERETT 100 - - - 100
Independent BUFHTES
non-executive
directors
Mr. Fung Tze Wa BFELE 150 - - 304 454
Dr. Kwong Chun Wai,  BbEERE+
Michael 100 - - 304 404
Mr. Li Qiang FREE 100 - - 304 404
450 8,016 84 2,651 11,201
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16. DIRECTORS’ REMUNERATION AND SENIOR 16, 34 K i E4a BN B4 (&)
MANAGEMENT’S EMOLUMENTS (Continued)

16.1Directors’ emoluments (Continued) 16. 1 ESME (&)
2008 —EENF
Salaries,
allowances  Contributions  Equity-settled
and benefits to pension share-based
Directors’ in kind scheme  compensation
fees He  EAR BRIK URAZEEZ Total
Y0k EMEH STEIf RiDFHE k]
HK$000 HK$'000 HK$’000 HK$’000 HK$000
THT THT FHT FHET THT
Executive directors HTES
Mr. Hon Kwok Lung BEELL - 1,690 12 19 1,721
Mr. Wang Shaolan ’J\%ﬁf‘ﬁi
(Resigned on (R=Z i TNE
29 December 2008) +-A=-tAhH
%&E) - 992 - - 992
Mr. Shang Jianguang ~ EEXEE - 2,135 60 43 2,238
Mr. Shi Tao RBEE - 1,690 - 27 1,717
Mr. Lam Toi Man M - 1,430 12 19 1,461
Non-executive director F#H{TES
Ms. Sit Lai Hei BRI+ 100 - _ _ 100
Independent BIFHTES
non-executive
directors
Mr. Fung Tze Wa BFELE 150 - - 19 169
Dr. Kwong Chun Wai,  BbEER+
Michael 100 - - 19 119
Mr. Li Qiang Fakh 100 - - 19 119
450 7,937 84 165 8,636
There was no arrangement under which a director imﬂﬂ§$?ﬁ%iﬂﬁiﬁ%£¥ﬂ@ﬂ
waived or agreed to waive any remuneration during SRE(ZEZENE : |) o
the year (2008: Nil).
No emolument was paid by the Group to the directors AEBVERAEE(NHE  (EAH
as an inducement to join or upon joining the Group, IOAZSES B 3 il A AR &= B 18 2 82 ok
or as compensation for loss of office (2008: Nil). BB R (=T NE - &) -
16.2 Five highest paid individuals 162 EEEEMEAL
During the year, the five individuals whose FRANAEE s AEEaME ALTHN
emoluments were the highest in the Group included H(ZEEN\F: AR)BRES  FF
four (2008: five) directors whose emoluments are e B RN EXHE16.194T ©
reflected in the analysis presented in note 16.1. FRNEMNBT R (ZZZENF : &)
Emoluments payable to the remaining one (2008: Nil) AT ZMEIT
individual during the year are as follows:
2009 2008
—EEhF —ZTENF
HK$’000 HK$’000
FEx FABT
Salaries, allowances and benefits e R REYEA
in kind 910 —
Contributions to pension scheme RIRETEIH R 12 =
Equity-settled share-based VAR AN 458 2 B An fi (8
compensation 391 =

1,313 =
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17. PROPERTY, PLANT AND EQUIPMENT 17. W3 ~ WG Bt il
Group rE
Furniture,
fixtures
Leasehold and office
improvements Plant and equipment Motor
Buildings HENE machinery HE #£E vehicles CIP Total
BT % BEREE RBLZERE RE ERIR b
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T TAL TR TR
At 1 January 2008 RZBENE
—-A-8
Cost A 52,177 5,502 65,199 12,951 10,808 11,849 158,484
Accumulated depreciation  Z:HE (4,661) (4,732) (9,709) (10,297) (3,691) - (33,090)
Net carrying amount REFE 47,516 770 55,490 2,654 7,115 11,849 125,394
Year ended 31 December 2T \F
2008 +=RA=1+-H
Jl=:3:3
Opening net book amount ~ EXIEREHE 47516 770 55,490 2,654 7,115 11,849 125,394
Acaisition of subsiclaries BB AT

(note 42.2) (RizE42.2) 959 176 4,941 1087 1,493 - 8,65
Additions NE 3 2,242 4,861 6,619 5,005 9,957 28,687
Transfer from CIP ERAEETR - - 10,382 157 - (10,539) -
Disposals e - (186) (68) 29) (154) - 437)
Depreciation i (1,656) (758) 4,939) (1,659) (2,134 = (11,145)
Exchange realignment R 3214 13 3,667 90 193 815 7,992
Closing net book amount ~ FREEFE 50,036 2,257 74,335 8,919 11,518 12,082 159,147
At 31 December 2008 RZBENE

+-A=+-H
Cost A 56,702 6,413 89,586 21,226 16,278 12,082 202,287
Accumulated depreciation R & (6,666) (4,156) (15,251) (12,307) (4,760) - (43,140)
Net carrying amount FmFE 50,036 2,257 74,335 8,919 11,518 12,082 159,147
Year ended 31 December HE-FBRE

2009 +=H=+-H

JI2:355
Opening net book amount  FHIEEFE 50,036 2,257 74,335 8,919 11,518 12,082 159,147
Acquisition of subsidiaries  WEHBA ]

(note 42.1) (Bizt42.1) - - - 62 = = 62
Additions NE 2,277 308 3,714 3,051 3,036 1,063 13,449
Reclassification from BEELEZERD

non-current asset held BEEHNNE

for sale (note 11.9) (H11.3) 24,724 - - - - - 24,724
Transfer from CIP BREEEIR 6,012 - 7,133 - - (13,145) -
Disposals HE - - 42) (30) (158) - (230)
Depreciation g (5,329) (584) 6,256) 2,059) (3,127) - (17,349)
Closing net book amount ~ F&BEEE 71,726 1,981 78,884 9,943 11,269 - 179,808
At 31 December 2009 R-BENE

+=B=1-H
Cost KA 89,715 6,721 100,091 24,087 17,656 - 238,270
Accumulated depreciation  Z;HTE (11,989) (4,740) (21,207) (14,144) (6,387) - (58,467)

Net carrying amount REFE 77,726 1,981 78,884 9,943 11,269 = 179,803
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17. PROPERTY, PLANT AND EQUIPMENT (Continued)  17. #3 ~ W5 K it i (40)

Company XA T]
Furniture,
fixtures
and office
Leasehold equipment Motor
improvements KA £ER vehicles Total
HEWELE WAERE AE @t
HK$'000 HK$'000 HK$'000 HK$’000
FET TET TET TET
At 1 January 2008 RZFEZN\F—-H—-H
Cost AR 1,767 1,083 5,831 8,681
Accumulated depreciation RitiE (1,228) (624) (1,948) (3,800)
Net book amount BREFE 539 459 3,883 4,881

Year ended 31 December 2008 #HZE_-ZZT/)\F

+-A=1+—H

HEE
Opening net book amount FHREFE 539 459 3,883 4,881
Additions NE 1,606 410 2,659 4,675
Disposals H & (186) 19 - (205)
Depreciation nE (446) (250) (1,267) (1,963)
Closing net book amount FREEHFE 19116 600 5,275 7,388
At 31 December 2008 RZTT)\F

+-A=t+—"H
Cost BN 3,187 1,474 8,490 13,151
Accumulated depreciation ZitE (1,674) (874) (3,215) (5,763)
Net carrying amount R RE 1,513 600 5,275 7,388

Year ended 31 December 2009 HZ—ZFHE

+=A=+—-H

LLEE
Opening net book amount FOEREFE 1,513 600 5,275 7,388
Additions NE 6 56 - 62
Depreciation e (359) 216) (1,555) (2,130)
Closing net book amount FRIEEFE 1,160 440 3,720 5,320
At 31 December 2009 R-ZEENF

+=ZA=t+—H
Cost BN 3,193 1,530 8,490 13,213
Accumulated depreciation RitHE (2,033) (1,090) (4,770) (7,893)

Net carrying amount BRI E 1,160 440 3,720 5,320
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Q™

17.

PROPERTY, PLANT AND EQUIPMENT (Continued)
The costs of the Group’s buildings separated from the
element of the land included above are all situated in the
PRC and are held under the following lease terms:

7. W3~ BB Bl (80

BBzt B sRZAREET
2EAIRFBEARE - Wi THIAMTE ¢

2009 2008

—EERF —ZEENF

HK$’000 HK$’000

FET AT

Short-term leases EHAFE A 2,696 2,415
Medium-term leases FRHAFE 49 85,763 53,031
Long-term leases FHIA L 1,256 1,256
89,715 56,702

As at 31 December 2009, no buildings have been pledged
to secure banking facilities granted to the Group. At 31
December 2008, certain of the Group’s buildings with
carrying amount of HK$906,000 were pledged to secure
certain banking facilities granted to the Group (note 33).

As at 31 December 2009, certain of the Group’s
buildings with carrying amount of HK$43,427,000 (2008:
HK$44,485,000) have been pledged to secure banking
facilities granted to the joint venturer.

At 31 December 2009, the Group has not yet obtained
the title certificates for certain leasehold buildings in the
PRC with an aggregate carrying value of approximately
HK$2,212,000 (2008: HK$562,000). The Group’s legal
advisors have confirmed that the Group has legally
obtained the rights to use the buildings. The directors are
now in process of obtaining the title certificates from the
relevant government authorities.

R-ZBEZANE+-_A=+—H TEEF
MERTFAEEZRTHRERER - N=ZZTZ
NEF+-_A=+—H AEBEKEEAS
906,000/ T2 A TEFEERMR - LAEKE
BEEGE TIRTHE (MIFES3) ©

R_ZEEZNEF+-_A=+—H KEHE
BR E (B 43,427,000 T (Z 2T )N\ F :
44,485,000 70 ) 2 & TEFIEER « A
A ETESIRITRE -

NR-ZZEZEAFE+_A=+—H8 AEEH
Rt E R A Bl BR T 48 {8 492,212,000 7T
—EF)\F : 562,0008TL) 2 ETHE
EFNSEMEREZR  ASEEZEM
R AEEENSEHEEFZEEFER
B EFEEREHEBUSHKBERGFERES
BH o
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18. INVESTMENT PROPERTIES - GROUP
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.

Changes to the carrying amounts presented in the
statement of financial position can be summarised as
follows:

18.

BEWE AREME

Fi 78 7~ & B gt BR ERFH 2 31 B A2 B 1 A 8
EHROFECWERZ  DIEAFEERR
2 UHBERARBKREME -

RUBHRRR2F 2 FREEZFE MM T -

2009 2008

—EEAF —EENF

HK$’000 HK$’000

FET FET

Carrying amount at 1 January R—HA—BZEAE 69,606 60,258
Net surplus on revaluation of KEYHEEG 2 BHRFRE

investment properties 5,102 9,348

Carrying amount at 31 December RTZA=T—HZKHEE 74,708 69,606

The carrying amounts of the Group’s investment properties
situated in Hong Kong and the PRC held under medium-
term leases are analysed as follows:

AEEBMURBERTBEAFHAREREZ
BREME ZREESFTOT

2009 2008

—EENF —ZETNEF

HK$’000 HK$’'000

THET FABT

Hong Kong a5 15,500 12,450
PRC s 59,208 57,156
74,708 69,606

Investment properties were revalued at 31 December

REMER _FTTENEF+_A=+—HH

2009 by Asset Appraisal Limited and Chung, Chan &
Associate, independent, professionally qualified valuers,
at HK$74,708,000 in aggregate on market approach by
reference to market prices for similar properties. Asset
Appraisal Limited is a member of Hong Kong Institutes of
Surveyors, and Chung, Chan & Associates is a member
of Royal Institution of Chartered Surveyors. Both have
appropriate qualifications and recent experiences in the
valuation of similar properties.

ﬁi%%m T1ETEEW§§H:FTEEEFEJ§BEZ\\
AREET2EREMEMERRATS
KRB hAS H£74,708,0008 T BEFE

ERERARAEEAEMBGNE @ &
ETAAREEREFAEMEGENE -
MEDRARYDEEETEAGBEEER

F|— HH 4 %ﬁ
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18.

19.

SETAFHZAS+H-BILER

INVESTMENT PROPERTIES
(Continued)

At 31 December 2009, the Group has not obtained the
relevant title certificates for investment properties with
an aggregate carrying value of HK$33,060,000 (2008:
HK$32,770,000). The Group's legal advisors have
confirmed that the Group is the rightful and equitable
owner of these investment properties. The directors are
now in process of obtaining the title certificates from the
relevant government authorities.

GROUP

At 31 December 2009, investment properties in Hong
Kong with an aggregate carrying value of HK$15,500,000
(2008: HK$12,450,000) have been pledged to secure
banking facilities granted to the Group (note 33).

PREPAID LAND LEASE PAYMENTS - GROUP
These represent interests in leasehold land and land
use rights in the PRC held under medium-term leases.
Changes to the carrying amounts are summarised as
follows:

18.

BEWE - AL (D)
RZZEZAF+ZA=+—H XEEIL

2R 7t BR TE 4218 33,060,000 7t ( ZZZ N\
F 1 32,770,000/ 70 ) 2 & E Y EEVS A8 R
FratEss - AEBELEBRER  NEE

RREREMEZEASEET -EER
IERL AR R R T RRBIS PT A #ERE

RZZEZENF+_A=+—H ' RKE#&E
15,500,000/ 70( = ZFZ )\ 4 : 12,450,000
BLIZETERENEDER  UAKREE
S RITREE (FI5ES3) °

. BT AL K AR

HERARERRTEREFRAHOTELZ
MET R L ERE#S - 25 28K
E{EZFHEMMT

2009 2008

—EERF —EENEF

HK$’000 HK$’'000

FEx T

Carrying amount at 1 January N—A—BZEmEE 21,186 10,437
Reclassification from non-current B EHEZIERBEE

assets held for sale (note 11.3) EFHEHEE11.8) 6,852 -

Additions INE - 9,565

Acquisition of subsidiaries (note 42.2) UK B A 7 (MizF42.2) - 706

Amortisation during the year N 5 (1,652) (242)

Exchange realignment b 5, R B - 720

Carrying amount at 31 December R+=-—A=+—HBzZEKHEE 26,386 21,186

Less: Current portion B BIEAEE (602) (444)

Non-current portion FERNERED > 25,784 20,742

At 31 December 2009, certain of the Group’s prepaid land
lease payments with carrying value of HK$10,678,000
(2008: HK$10,914,000) have been pledged to secure the
banking facilities granted to the joint venturer.

NR—_ZEZNEFE+_A=+—H KHES
10,678,000/ L (=ZFZ /A4 : 10,914,000
BIL) 2 AEEE THEMA A EREE K
1 AEEFESRITRE -
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19.

20.

PREPAID LAND LEASE PAYMENTS
(Continued)

At 31 December 2009, the Group has obtained all
relevant land use right certificates for prepaid land lease
payments. As at 31 December 2008, the Group did not
obtain the relevant land use right certificates for prepaid
land lease payments with an aggregate carrying value of
HK$9,565,000.

GROUP

GOODWILL - GROUP

Goodwill of HK$621,382,000, arose in 2008, related
to the acquisition of Jia Cheng Investment Limited (“Jia
Cheng”). Jia Cheng is an investment holding company with
an indirect 91% equity interest, held through its wholly
owned subsidiary Actor Investments Limited, in the issued
share capital of Zhuhai Rossini Watch Industry Limited
(“Rossini”). Rossini is principally engaged in manufacturing
and distribution of watches and timepieces. Details of the
acquisition of Jia Cheng and its subsidiaries (collectively
the “Jia Cheng Group”) were set out in note 42.2 to the
financial statements. Goodwill of HK$621,382,000 was
allocated to the CGUs for manufacturing and distribution of
watches and timepieces. Net carrying amount of goodwill
is summarised as follows.

19.

20.

B AL Bk AR ()

RZZBEZENF+_A=+—8 ' ~x£EE
BLIE LA EFRIB IS B A AR L
AEZEE NRZZEENF+_A=1+—
B ZREE IR 5 AR A28 59,565,000
L2 AN LA EFIEISEE L E A

-
HEEE o

[E- N |

—ETN\FELE ZHE621,382,0007 7T
BB EREESRAR(EREE -
EHAE—REEERAR  BBEEE
WMEBARLZEREERARBEERFAK
BEAEHKEARAR(IZRE]) B %
ITRAN%E ZAREFTEZEERAF
ERERDHE  WEEREENE QT
(EHEE ] FBEESHRKIE42.2 - EHE
621,382,000/ L E 2 Bt E & E & 7 SHSE ik
LB ZESELAEM BHERRFED
Mrgfaian T

2009 2008
—EENEF —ZETNF
HK$’000 HK$'000
FHET FHTT
At 1 January n—HA—H
Gross carrying amount IR ARE 626,198 4,816
Accumulated impairment Z:RE (4,816) (4,816)
Net carrying amount REVFE 621,382 -
Net carrying amount at 1 January R—A—BZEmFE 621,382 -
Acquisition of subsidiaries during FRUEH B A E (FFE42.2)
the year (note 42.2) - 621,382
Net carrying amount R+—A=+—H2
at 31 December AR FE 621,382 621,382
At 31 December Rt+t—BA=+—8H
Gross carrying amount IRm4BE 626,198 626,198
Accumulated impairment ZETRE (4,816) (4,816)
Net carrying amount R A 621,382 621,382
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20. GOODWILL -~ GROUP (Continued) 20. W AR (&)

A valuation of the business enterprise value was carried
out by Asset Appraisal Limited to assess the recoverable
amount of the goodwill arising from the acquisition of
the Jia Cheng Group. As described in note 4.2, the
recoverable amounts for the above CGU have been
determined based on the fair value calculations, covering a
detailed five-year budget plan, followed by an extrapolation
of expected cash flow at the growth rates stated below.

The growth rates reflect the long-term average growth
rates for the product lines of the CGU. The discount rates
used are pre-tax and reflect specific risk relating to the
relevant business segments. The key assumptions used
for fair value calculations are:

BEEVERRARARETHELRERE
e - UFHARBEREEMEE 2 B8
Z AR EI KRR o BANPH EE4. 2T - B3R
%Eiiuz—ﬂ&@ REBR N FEFEE
CRE-EARAFREFE  BRT
Liﬁﬁzj‘ﬁ%ﬂﬁ,ﬁ;ﬁfﬁi\ﬁé @

BEERRRRSELENEERZEHF
EIREE - FIAMERERSRREBELD
MR ERR ZBRTAL R - HEAFEZ
EERKRWAT :

2009 2008

—EERF —ZEENF

Growth rates 18 KR 2.89% to 20.32% 17.00%
Discount rates BLIH & 14.10% 13.72%

The Group’s management’s key assumptions for the
Group include stable profit margins, which have been
determined based on the past performance and its
expectations for the market share after taking into
consideration to published market forecasts included in
industry reports. The discount rates used is pre-tax and
reflect specific risks relating to the relevant segments.
On the other hand, the Group’s management is not
currently aware of any other probable changes that would
necessitate changes in its key estimates. Had the discount
rate for the Jia Cheng Group been increased by 1%
(2008: 1%), an impairment loss of HK$13,089,000 (2008:
HK$25,017,000) would be recognised and written off
against the goodwill.

Goodwill with gross amount of HK$4,816,000 and
carrying forward from previous years was attributable to
the Discontinued Timber Business. This had been fully
impaired in the previous years.

Goodwill arising from business combinations prior to 2001
had been eliminated against the consolidated reserves.
As at 31 December 2009, the carrying amount of goodwill
in the consolidated reserves was HK$15,300,000 (2008:
HK$15,300,000).

AEEEEERAEBZFERRBIERE
FEREBRF - & MRERRS T AM
mEZEAE  HBERBEREMGHAX
ﬁ%#m FFr A AR 3R 2 & [ B 48 B8 5 BB

EZBIBRAILLE - Z—HHE @ AEE
EEFE%ET%*EEH%@T%@
FEEHHETEHAELEE o WERSE
.Zﬂﬁfﬁ—?—igﬂm%(;e i}\fﬁ : 1%) g
BHREALTRAEERHEZREEBREA
13,089,000/ L (=ZFZ /A4 : 25,017,000
/aﬂﬁ

BIARTF R A4 2 #{E /54,816,000 TT 2
BEHECREAMERELE - AHEAED
RBEFE2HRE

R=FF-ERMXBENELIZHED
REAREHE R_FTFAFE+=-A
=t—HB RECREAZHEREER

15,300,000 7T (=& & )\ : 15,300,000
/aﬂﬁ
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Amounts due from subsidiaries are unsecured, interest-
free and are not expected to be repaid within the next
twelve months. These balances are classified as non-

current assets accordingly.

Particulars of the principal subsidiaries at 31 December

2009 are as follows:

Particulars of
issued ordinary/

21. INTERESTS IN SUBSIDIARIES - COMPANY 21. i BB A vl kERE — AA ]
2009 2008
= sk —BBN\F
HK$’000 HK$’000
FET FH&IT
Unlisted investments, at cost JEEMEKRE - KAE 793,174 793,174
Due from subsidiaries FEUS BT B A B /R 3K 386,461 445,438
1,179,635 1,238,612
Less: Provision for impairment B R E R (303,703) (303,703)
875,932 934,909

FEMH B R B RFKTIEEA - 28 RFAH
BARAK T _EAEBE  MEZFHED
BRIFRBEE -

RZEBEBEAF+_A=+—HBITEHWNEA

TREMT -

Percentage of
issued ordinary/

Principal activities

Place/country of paid-up capital  paid-up capital held  and place of operation
Name incorporation BRTLE/ FHECREAYE/ IEEEREEMY
£ EMbE/ BX BARKGEE BAREZED K
Directly  Indirectly
Ef GE3
Qingapen Limited Hong Kong HK$2 100 = Property investment in the PRC
BEREERARA A 28T RAERENS
China Haidian Commercial Hong Kong HK$2 100 = Property investment in the PRC
Network Services Limited b 28T R EREZ
MEEREFBERBERA A
Haidian-Creation International Limited  British Virgin Islands US$1 100 = Investment holding in Hong Kong
ABRNES 1% REBRERR
Sure Best Management Limited Hong Kong HK$1 100 = Property investment in Hong Kong
BRERARAR A 187 REBRENE
EBOHR Luxuries International PRC HK$36,000,000 — 100 Manufacture and distribution of
Co., Limited h 36,000,000 7 watches and timepieces in the PRC

KR fEm(RINERAR

RPERERD BERRE T Em
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21. INTERESTS IN SUBSIDIARIES - COMPANY
(Continued)
Particulars of the principal subsidiaries at 31 December

21. DAl B 2 vl HiEdE — A2\ (80

RZZZENFT_A=+T—BHFENER

2009 are as follows: (Continued) AIEEBRAT -
Particulars of Percentage of
issued ordinary/ issued ordinary/ Principal activities
Place/country of paid-up capital  paid-up capital held  and place of operation
Name incorporation BRTLE/ FHECROYE/ IEEEREEMY
£ EME/ BX BARKRGE BARTEDL
Directly  Indirectly
Ef B
Seti Timber Industry (Shenzhen) PRC US$45,525,860 - 100 Sale of timber products in the PRC
Co., Ltd. ﬁF 45,525 860% T R BHEANER
AEAK(RINERAR
Shenzhen Seti Trading Development ~ PRC RMB500,000 - 100 Investment holding in the PRC
Company Limited G AR#500,0007 R B AR
AMTRFE S ERARAT
Jia Cheng Investment Limited British Virgin Islands USS$1 100 = Investment holding in Hong Kong
ERRERRAT AERENHE (E REBRERR
Actor Investments Limited Hong Kong HK$10,000 = 100 Investment holding in Hong Kong
ZEREARARA B 10,0007 REBRERR
Zhuhai Rossini Watch Industry Limited ~ PRC RMB10,000,000 - 91 Manufacture and distribution of watches
KEEREFEERAT G AR%10,000,0007 and timepieces in the PRC
RABIRE R D HER R E R
PAMA Precision Manufacturing Limited ~ PRC RMB10,000,000 - 100 Manufacture and distribution of watches
AIFREERHERRAR f AR%10,000,0007 and timepieces in the PRC
RAEIRE R D HER R ER
Ocean Montres SA Switzerland CHF100,000 - 89 Manufacture and distribution of watches
Wt 10000057 AR and timepieces in Switzerland
Rt RER D HER R ER
Shenzhen Permanence Commerce Co., PRC RMB5,000,000 - 60 Distribution of watches and timepieces
Limited i AR 5,000,0007C in the PRC
A TEBEREFERAA RAEDHEG R ER
Zhuhai Rossini Glasses Industry Limited PRC RMB1,000,000 - 91 Distribution of glasses in the PRC
HBERRREERAR i AK%1,000,0007 R B2 RS
Swiss Chronometric AG Switzerland CHF500,000 - 100 Not yet commence business

Int 500,00085 17488

RARFAXH
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21. INTERESTS IN SUBSIDIARIES
(Continued)
The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results for the year or formed a substantial portion
of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result in
particulars of excessive length.

COMPANY

The Group also holds a 51% equity interest in Shunde
Everbright Sunto Computer Co. Limited (“Sunto”), a
company established in the PRC through which the
Group had intended to be engaged in the manufacture
and the sale of computer casing products with third
parties. The directors of the Company are of the opinion
that Sunto is still in a management dead-lock, and the
recoverability of the Group’s investment in Sunto and the
amount due from Sunto of HK$60.5 million in aggregate
is doubtful. Accordingly, the Group’s interest in Sunto
was fully provided for since 1998. In addition, Sunto was
put under a compulsory winding up pursuant to a court
order issued in 2001 and the winding up process had
not yet been completed up to the date of issue of these
financial statements. The Group will not make any further
investment in Sunto.

22, INTERESTS IN A JOINTLY-CONTROLLED
ENTITY - COMPANY

21. PrAl B 2 vl HEdE — A2 ) (80

RN EERRIBFEAKBEARFE
ZEBEHIBRAREEEFEEAMNNZ
ARFIMBLRAE - EFRR > HHIEAMHM
BRAIZEMKESHABEBRITE -

NEE AR B 2 EET KB
BEREREL T(H\IELJ)&%HXZISF“/W
AEBRBEBZARBRE=H 24
BUENHEEMEBEER - ARRESS
REIBBsZEEEREERBARR @ FilA
$E@73‘AMELZ&§&JM& I8 38 /R 3 A
605ooooo/a7tﬁE€Lléz@i’9T§iFﬂ o A
CAEERIEBzcEZEB —NANANEF
tffﬂjﬁﬁﬁéﬁ BEAN o IEBRIER ==
T—FHhz —BER WS R EE -
BREFRBEAMEREAZ B SR
%ﬁfw REFT S H|ERERTME—F
BAE -

22, Pidli—F I p R T - AR A

2009 2008

—EENF —EENEF

HK$’000 HK$’000

FExT FET

Unlisted investments, at cost JEETERE - KAE 64,215 64,215
Due from a jointly-controlled entity FEU— R AL RIIEFE 2R K 227 227
64,442 64,442

Amounts due from the jointly-controlled entity are
unsecured, interest-free and not repayable within next
twelve months from the reporting date.

fEM — R AR EGIE 2 RS EER
28 BARGEEE+ _@EAER -
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22.

ZEENF+Z A=+ —HLEFE

INTERESTS IN JOINTLY-CONTROLLED 22, Pifi—% bR H s AL
ENTITY - COMPANY (Continued) (%)
Particulars of the jointly-controlled entity at 31 December R-ZBEZNE+-_A=+—H ' £FEZ4|
2009 are as follows: BERZFBOT
Place/ Percentage Percentage Percentage
country of of ownership of voting of profit
incorporation interest power sharing Principal activities and
Name R BERES BRERE FE157%R place of operation
HHB Blx =R Bot Bk FEERREEMD
Fuzhou Dartong Mechanic and PRC 49 50 49 Manufacture and
Electronic Company Limited distribution of enamelled
(“Fuzhou Dartong”) copper wire in the PRC
BMRBEEERA A AR B BLE K D SR B
([f8MAxml) B 4%
Fuzhou Dartong’s financial statements have been ?EJHKLZﬁﬁ%i&%aﬁitt%ﬁ?éﬂi\zﬁ
incorporated into the Group’s consolidated financial e Bmk - BEE ALAEEL
statements using proportionate consolidation. The éﬂﬁ?‘#ﬁ%Z%mﬂlﬁ ZABRELNT ¢
aggregate amounts relating to Fuzhou Dartong that
have been included in the Group’s consolidated financial
statements are as follows:
2009 2008
—EENF —ZTENF
HK$’000 HK$’000
FTHxT FHIT
Non-current assets IERBEE 126,030 130,484
Current assets TRENEE 116,631 84,971
Current liabilities MEEE (142,343) (118,171)
Non-current liabilities FEmEBE (17,818) (25,614)
Net assets BEFE 82,500 71,670
Revenue N 471,149 589,869
Other income and financial income H g A KBRS A 20,220 24,965
Total costs and expenses RN R A 2 (480,531) (622,453)
Income tax expense FriSHiA X (8) (153)
Profit/(Loss) for the year RNEERF,(BE) 10,830 (7,772)
As at 31 December 2009, Fuzhou Dartong did not provide RZEZENFT+ZA=F+—H - BMK

any financial guarantee to Citychamp, the joint venturer.
As at 31 December 2008, Fuzhou Dartong had provided
a financial guarantee of HK$43,182,000 for a bank loan
granted to Citychamp. Details of the financial guarantee

contracts as at 31 December 2008 were set out in note
45 to the financial statements.

BIERE

IRTTAEET

43,182,000/ 7C - R =&

EFBRRAHBAR - 1
—EEAFT-A=1—A
T % 1 B
ENE+ = A

PN |
X EE R

=+ BZUBERANFE - BRMH

HARMEE4S -
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23. INTERESTS IN ASSOCIATES 23. PG 8 A vl Btk
Group Company
AEE VNN
2009 2008 2009 2008
—EERFE ZFTZENEFE ZZEERF ZZTZENF
HK$’000 HK$’000 HK$’000 HK$’000
FET T FET FET
At 1 January R—HA— EI 34,582 31,484 29,336 24,244
Acquisition of an associate Ui — KBt < A )

(note 42.2) (FizE42.2) - 154 - -
Investment in an associate #&& —FKEEL A A 34,091 5,092 - 5,092
Dividend income received B —ZEf&4 A T HELZ

from an associate A% 8 U A - (2,389) - -
Share of profit of FE(H B 2SN =5 A

associates 1,877 241 - -

70,550 34,582 29,336 29,336

Amount due from JEUL— KB & R R FRIE
an associate 272,727 - - -
343,277 34,582 29,336 29,336

Amount due from an associate is unsecured,

interest-

free and is not repayable within twelve months from

the reporting date.

In the opinion of the directors, the

settlement of amount due from an associate is neither
planned nor likely to occur in the foreseeable future and in
substance, these amounts are extensions of the Group’s

investment in the associate.

U —FEBENRREALEER 28R
BEARFEERRET _AAREE - EFR
0 W — KB 2 R R I AT B IR
RATBER Al R KR4GS - BERE - 1ttm
RAEERZBE R R 2 RETEE

Particulars of the associates at 31 December 2009 are as ZERNFEFTZA=T—H  BEQA
follows: ZéfﬂZZDT
Particulars of Country of Percentage of
Name equity held incorporation interest held
=E BEEEER LB R BEEEhES L
Jiangsu Dartong M&E Co., Limited Paid up capital of PRC 25.58 (2008: 25.58)
TEHRBEMERR AR RMB29,475,000 # —ZTT)\F : 25.58)
AR
AR#29,475,0007T
Changzhou Zhongxing Department Paid up capital of PRC 36.40 (2008: 36.40)
Store Co., Limited RMB182,000 AR ] —ZTZT)\F : 36.40)
FMNFEBEEGRAF AR
AR®182,0007T
Shenzhen Guanyang Real Estate Paid up capital of PRC 30.00 (2008: Nil)
Co., Limited RMB100,000,000 315 (ZZEBN\F : &)

Y BEFFEHERRA

AR
AR #100,000,0007C
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23. INTERESTS IN ASSOCIATES (Continued) 23. P8 2 vl 4k ()

The summarised financial information of the Group’s LWTAEREEAEEHERREE T
associates extracted from their management accounts for NF+—A=+—HLFEZEERBZ

the year ended 31 December 2009 is as follows: s E R E
2009 2008
—EEAF —ET)N\F
HK$’000 HK$’000
FET FET
Assets BE 1,244,232 305,892
Liabilities BfE (758,362) (167,450)
Revenue A 1,015,310 1,307,540

24.

Profit for the year

R [ i A 7,322 965

AVAILABLE-FOR-SALE FINANCIAL ASSETS 24, WithEB4pEn A4EH

GROUP
2009 2008
—SEAE - TT)\5
HK$’000 HK$'000
FERT F&IT
Listed equity investment, at fair value ~ FHAARE - AFE(HEa)
(note a) 1,440,641 412,936
Unlisted equity investment, at cost IEETMIRAIRE - KAE
- BB ARAM TEER AR - BIEXAAM TEER AR
(“Hefei Everbright”) (note b) (T&arxx]) (Kizb) 3,477 3,477
— Others (note ¢) - Bt (M 5Ec) 74 74
Less: Provision for impairment B ORERE (3,477) (3,477)
74 74

Total

@5 1,440,715 413,010
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24. AVAILABLE-FOR-SALE FINANCIAL ASSETS
GROUP (Continued)

Notes:

(@)

As at 1 January 2008, the Group held 78,799,392 shares in
Citychamp Dartong Company Limited (referred to “Citychamp”
and its shares referred to as the Citychamp Shares). In April 2008,
Citychamp declared a bonus issue of 1.5 shares together with a cash
dividend of RMBO0.167 for every 10 shares and 11,819,909 bonus
shares and cash dividends of RMB1,316,000 were received by the
Group. A dividend income totalling HK$73,624,000 was recognised
by the Group for the year ended 31 December 2008. As at 31
December 2008, the Group held 90,619,301 Citychamp Shares.

During the year ended 31 December 2009, Citychamp declared
a cash dividend of RMBO0.8 for every 10 Citychamp Shares. Cash
dividends of HK$8,238,000 was received and recognised as a
dividend income by the Group for the year ended 31 December
2009.

All 90,619,301 (2008: 90,619,301) Citychamp Shares held by the
Group are subject to a lock up period ending in May 2010.

Particulars of the available-for-sale financial assets of which the
carrying amount of the Group’s interest exceeded 10% of the total
assets of the Group are as follows:

24. PRI R R - AR (B

i

(@)

RZZZENF—A—B  A£EHEATH AR
BROBRAR([EH] - ERGBATHRS)
78,799,392 - R=ZZZE)N\FMA ' BH T
10MRAR D B R SARAT AR MR AR B A R#50.167
7T AREEEUWER11,819,909B 4T ik K IR £ A B,
AR#1,316,0007T - RBE=_TZTN\F+=A
=T—HIEFE  NEERREEA73,624,000
BILZBEWA - R=ZZEENF+=_A=+—
B - REEEFH90,619,301 BRIT LD ©

(EETNFT A=+ —HLEFE  BHH
B1IORBHENERRSKREARB08T - ¥
BE_ZTTNF+-A=+—H  AKEE K
ReRBARYS,238,0007T @ WHERREM]KE
A e

7N &£ B B # 2 $690,619,301 ( —Z T T )\ £F :
90,619,301 REMBMH 2 REME—_T—ZTF
A -

AREBRAHEESREEZ BRRAEBRBA
EHEELEZ10%FIFIT

Percentage of
ownership interest

Country of Particulars of attributable to the Group
Name incorporation issued shares held KEBGERS
=L BYBEXR FIRERITROFE BEZEIL
2009 2008
—BEhF T N\F
Citychamp Dartong Company Limited PRC Ordinary A Share 14.78% 14.78%
TR AR BIRD AR AR A E ARRE 38 A%

During the year, the increase in fair value of Citychamp Shares of
HK$1,027,705,000 (2008: decrease of HK$512,573,000) has been
dealt with in the other comprehensive income and the investment
revaluation reserve.

The Group held an equity interest of 25.5% in Hefei Everbright,
a joint venture company established in the PRC in 2003. Having
regard to the deteriorating financial positions of Hefei Everbright, the
directors are in the opinion that the investment in Hefei Everbright is
not likely to be recoverable and accordingly, an impairment loss of
HK$3,477,000 was recognised in 2005. As the financial position of
Hefei Everbright continued deteriorating during the year, there was
no change in the accumulated impairment as at 31 December 2009.
The fair value information has not been disclosed for the investment
in Hefei Everbright because its fair value cannot be measured reliably.

These are investments in unlisted equity securities of private entities
incorporated in the PRC (note 42.2). The fair value information has
not been disclosed for this unlisted equity investment because its fair
value cannot be measured reliably.

FR - B A FEEIN1,027,705,0007 7T
(ZZ2Z)N\F : B 512,573,000/ ) ERE A
2EBRARBEES[FEARE ©

NEBERHEEENA25.5%R AL ZAAA
REZTZ=FEFEKIZAEERTF - ERERE
HRZABRREE - EERATAA UK ER
BIENAZIRE  HE_ZTHFEEELAIERER
AR RE R (BB 183,477,000/ 7T © AR A B AR
EARFE W RREEESE MR =TT hEF
+=ZA=+—HBZZ:R RA B
HARBEZ A FERER SRR - R EFEFEH
ATFEER -

SRR B SL 2 FAA R A2 JE EMRAE IR
& (MizE42.2) - AR EMBRAREZ RFER
BERI SRt B MUEKBEEAFEER -
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25. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

25. DU ~ $d B Il ROk

Group Company
AEE RKAFE
2009 2008 2009 2008
—EEAF ZZTTN\FE ZZETAFE ZITT)N\HF
HK$°000 HK$’'000 HK$°000 HK$’'000
FHET T FHExT T
Other receivables H A & YR 14,882 43,846 1,084 10,218
Receivable from disposals HEEHEH +ih2

of the Auction PRC Land e (Ffizta)

(note a) - 406,818 - -
Prepayments for acquisition Y& #% # B + 30,2

of the Auction PRC Land 815538 (Kizib)

(note b) - 81,818 - -
Other prepayments H b FE S xIE 18,054 15,299 516 5
Deposits ogeira 3,873 5,902 1,677 1,674
Carrying amount at Rt+t—A=+—H2

31 December BETEE 36,809 553,683 3,277 11,945
Less: Current portion o BNERER (34,403) (469,323) (8,277) (11,945)
Non-current portion FEBNEREL 5 2,406 84,360 - -
Notes: B2 -

(@

The balance as at 31 December 2008 represented the outstanding
proceeds of HK$406,818,000 due from the Shenzhen Municipal
Government arising from the disposal of the Government Retained
Land, pursuant to the Land Resumption Agreement as described in
note 11.1. The balance has been fully received during the year.

The balance as at 31 December 2008 represented the prepayments
for acquisition of the Auction PRC Land. As described in note
11.1, pursuant to the Project Agreement, the consideration for the
acquisition of the Auction PRC Land was RMB800,000,000. In 2008,
the first instalment of the consideration of RMB240,000,000 was paid
by Seti Trading and Suzhou Citychamp to the Shenzhen Municipal
Government of which the amount of HK$81,818,000 (equivalent to
RMB72,000,000, being 30% of the first instaiment), had been paid
by Seti Trading. The balance was transferred to amount due from an
associate during the year.

R-ZZEZENF+—A=+—RZ&EHRBMEE11.1
Pt AR 458 a3 195 o ot Hh B BRUITAR B 3t e KU Y|
IR AT 2 A 1838 FFT 5 5775 406,818,0008 7T © 45
HRENFRYKE

RZZEZNF+_A=t+—BzH&HAKERE
ARE 4 i 2 T FRIE o A EE 111 Bl - AR
BEAMEAR  WERSHE LR EAA
K #800,000,0007 - R=ZZN\F HHEH
EEHEMBEBERRZNENZHEHREARE
240,000,0007T * £+ 81,818,000/ 7t (18 & R
AR #72,000,0007T BN & #30%) EART E
DI o HERERFENEBREN— R E A A

IR ©
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26.

INVENTORIES - GROUP

26. AR — KM

on credit, except for certain customers, where payment
in advance is required. The credit period is generally
for a period of three months (2008: three months) for
major customers except for customers of the Group’s
discontinued operations where settlements were made in
accordance with the sales contract entered into between
the Group and the customers. Each customer has a
maximum credit limit. Trade debtors with balances that
are more than three months overdue are required to
settle all outstanding balances before any further credit is
granted. In view of the aforementioned and the fact that
the Group’s trade receivables relate to a wide range of
customers, there is no significant concentration of credit
risk. Trade receivables are non-interest-bearing.

Impairment losses in respect of trade and bill receivables
are recorded using an allowance account unless the
Group is satisfied that recovery of the amount is remote, in
which case the impairment loss is written off against trade
receivables directly.

2009 2008
—EERF —EEN\EF
HK$’000 HK$’000
FHExT T
Raw materials A 98,225 80,543
Work in progress ERS 10,980 12,612
Finished goods SIR% Th 155,029 124,794
264,234 217,949

. TRADE AND BILL RECEIVABLES - GROUP 27. MEWORK B % — A 4R
2009 2008
—EERF —EENEF
HK$’000 HK$’'000
FEx T
Trade and bill receivables FEUBR A iR 154,777 180,074
Less: Provision for impairment OB (2,102 (76,423)
Trade and bill receivables — net JEUER RN 245 — 5 RE 152,675 103,651
The Group’s trading terms with its customers are mainly BETRPEPEEFELANTIN  REFEHE

BEPAIVZEEBRREIBRTHRARA =
BEP—RAE=FEA(ZZETN\F : =@
AIZEEY  BEAKBEERIELEER
BEPZERZNRASEREPFIY Z 8
EANNR - BREPREEFEELR - &
HIZ A A A L2 BRBRRER A - RER
HEME - S EERRBENRARMEER
B e N LSRR A RE R IRR S R
RETRZEP BABSEEHREER
B o BUERRIL TETE ©

RWERARZE 2 BEBRLARBE -
PRIEAKEEA T AR N DB A -
ERBERT - BEEEEZERERERM
D
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27. TRADE AND BILL RECEIVABLES - GROUP

(CONTINUED)

The directors of the Company consider that as trade and
bill receivables are expected to be recovered within one
year, their fair values are not materially different from their
carrying amounts because these balances have short
maturity periods on their inception. Movement in the
provision for impairment of trade and bill receivables is as
follows:

27. MEWCOIRK B SR — A AR I (&)

ARREERREBUEREEREHL —
FARKE - BRZE AR R E
g EATFEEREETESERESR -
EW RS R R B EREEEINT

2009 2008

—EENE —ET)N\F

HK$’000 HK$’000

FExT T

At 1 January n—A—H 76,423 70,812

Acquisition of subsidiaries U BE BT B A 7] - 704

Amount written off (Note) ss s (M EE) (74,580) -
Impairment loss charged to profit R8Nk 2 BB

or loss B33 259 80

Exchange realignment [E H, 728 - 4,827

At 31 December RNt+=—A=+—8H 2,102 76,423

Note: This amount has been fully provided in the previous years and the
balance related to the Discontinued Timber Business.

At each reporting date, the Group reviews trade and bill
receivables for evidence of impairment on both individual
and collective basis. The individually impaired receivables
related to customers that were in financial difficulties
and management assessed that only a portion of the
receivables is expected to be recovered. Consequently,
specific impairment provision of HK$2,102,000 (2008:
HK$76,423,000) is recognised during the year. The Group
does not hold any collateral over these balances.

Mz : BEAXEERBEFEZBEME  MERER
RIEAMEB AR ©

REEER - NEBIZRER & &g AR
BEKBER R ZE ZRERE - @52 R
BERERKFEBEEFEERE2TFPEH &
B Eh5T - TEEE AT IR B 205 B IR FIE ©
A, - BRI ERE2,102,000/8 7T
—ZEZ )\ 1 76,423,000/87C) - AEE
WEMZSESRSE EAE R -
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27. TRADE AND BILL RECEIVABLES — GROUP
(CONTINUED)
Ageing analysis of trade and bill receivables (including
amounts due from the joint venturer of trading in nature as
disclosed in note 41.1(iii)) as at the reporting date, based
on invoice date, and net of provisions, is as follows:

27. MEWORRK B 595 — A 4R 1 (47)

U BR 3R & =5 (B 4R B w41 .1 (iii) BT 5 BB
BRIHEGZREKAELEHTREB)REEH
REREE A E R B E 1R 2 BRER D AT D
T

2009 2008

—EERF —ZEENF

HK$’000 HK$’000

FET TFET

1 to 3 months 1Z23{E A 138,358 99,779
4 to 6 months 475618 A 10,689 2,998
Over 6 months HBiE61E A 3,628 874
152,675 103,651

Ageing analysis of trade receivables that are not impaired

I RME < EW AR AR IR DA 20 T

is as follows:
2009 2008
—EZEAF —EENF
HK$’000 HK$’000
FET FHTT
Neither past due nor impaired i) s 480 HA Rk (B 129,196 96,235
1 — 90 days past due BE#E1 —90H 18,839 4,884
91 — 180 days past due B #E§91 —180H 4,640 2,532
23,479 7,416
152,675 103,651

Receivables that were neither past due nor impaired
related to a wide range of customers for whom there was
no recent history of default.

Receivables that were past due but not impaired related
to a number of customers that have a good track record
with the Group. Based on past experience, management
believes that no additional 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.

TEAMIRECBRUKIELZEZEFA
W ZERFPROYLEA R

BB MBI R E 2 BUGREE TRAE
BERBERFNFEHZBUTFLEH - R
ERERER  EEEMRE BRNEEER
WESKEC - N EBERGERIDKE S
BEE - BT FERIELRRINA
B8 -
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28. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

28. A VA G s 2 4 ik g

Group Company
AEH PN
2009 2008 2009 2008
“EERE ZET)\HF ZZFBAFE —ZZTN\F
HK$’000 HK$’000 HK$’000 HK$'000
FHET T FHET T
Listed equity investments &8 FREHE -
in Hong Kong, at H{E
market value 82,482 29,059 38,330 16,706

Financial assets at fair value through profit or loss are held
for trading purposes.

29. CASH AND CASH EQUIVALENTS

BAFEFAGNIER M EET
BIEEER®E

29. BE RIS

Group Company
AEE PN
2009 2008 2009 2008
—EEAF —ZZTEN\F ZETAF —ZTT)N\F
HK$’000 HK$’'000 HK$’000 HK$°000
FExT T FExT T
Cash and bank balances  $R{T&FERRS 257,404 62,340 300 221

Cash at bank earns interest at the floating rates based on
the daily bank deposits rates.

Included in cash and cash equivalents of the Group are
the amount of HK$254,902,000 (2008: HK$56,951,000)
denominated in RMB which placed with the banks in the
PRC. RMB is not freely convertible into other currencies.
Under the PRC’s Foreign Exchange Control Regulations
and Administration of Settlement, Sale and Payment of
Foreign Exchange Regulations, the Group is permitted to
exchange RMB into foreign currencies through the banks
authorised to conduct foreign exchange business.

BIRSRE BETERNEH 22D
AESR

AEBERS A SEDBEBRE AHK
254,902,000 % 7t ( = T T /\ F
56,951,000/ 70 ) A A R BEAF R H B
ZIRTZHFE  c AR B EHRALBRAR
B o AR IR R B SN B IR K A DE
EERNEETERE  AEEALERE
AR BEITINE E I 2 RITIE AR K8
BN o
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30. TRADE AND BILL PAYABLES - GROUP

30.

Ageing analysis of trade and bill payables (including
amounts due to related parties with trading in nature) as
at the reporting dates, based on the invoice dates, is as

follows:

WA Wk B 2 — A 445 1)
EAERRER(BEENEHEA LB
SHE)RBEEANRNEE A ER A
T -

2009 2008

—EENE —ET)N\F

HK$’000 HK$’000

FHExT FET

1 to 3 months 1Z2318 A 118,609 83,552

4 to 6 months 4Z6{8A 449 988

Over 6 months HiE61E A 6,205 1,778

125,263 86,318

Trade and bill payables are non-interest-bearing and are ERERZEERL AL - —RZER60H8
normally settled on 60-day terms. PREAASZ AT o

31. OTHER PAYABLES AND ACCRUALS 31, JEAb ATk B Mt 2
Group Company
AEH AKAHE

2009 2008 2009 2008

—EEAF ZZTTN\F ZETAFE ZZTT)N\F

HK$’000 HK$’000 HK$’000 HK$’000

FHExT T FHExT T

Accruals JEETE A 26,400 23,889 3,036 3,134

Other payables H fth FE AT 3K 99,345 92,931 20,708 10,930

Dividend payable to JE VAR R =
minority interests (note) 2 B& S (FisE) - 33,649 - -
125,745 150,469 23,744 14,064

Note: As at 31 December 2008, dividend of HK$33,649,000 was payable
to a minority shareholder of Rossini, namely Fujian Fengrong
Investment Company Limited which is beneficially owned by Ms. Sit
Lai Hei, the non-executive director of the Company. This balance

was fully repaid in 2009.

Other payables are non-interest bearing and repayable on

demand.

i R—_TBENE+-_A=1+—8 EREAE—
ELHBREAERELREEFERRAAZRE A
33,649,000 7T * ZABIEARR—ZIERITE
ERREL LT ERES  c BRENRZTTNEFE

B

HpENRALTEE - ARERERE -

Bl
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32. DERIVATIVE FINANCIAL INSTRUMENTS

GROUP

The balance at the reporting dates related to the forward
contracts entered for the purpose of purchases and sales
of copper. As the balance is due within the next twelve
months, the balance is classified as a current liability.
The fair values of the derivative financial instruments are
determined with reference to the quoted market price of
the instruments at reporting date.

32. fiEAm TR —AREH

REEAZRARBERERRIZ2ERE
WAER - ARABAEHRKHN T —E+ =&
AR REBERIBARDARE - 17
EEMTIAZAFENZEREEBZT

BFBmEETE -

2009 2008
—EEAF —EET)N\F
HK$°000 HK$’000
FERT FET
Copper cathodes £S5
Purchases A
- tonne — A - 440
— average price (RMB/tonne) —EHE(ARE E) - RMB54,112
AR®B41127T
— maturity —EIHiH - January 2009 to
July 2009
—ETNF—A=E
ZZTTNF LA
Sales EFH
- tonne — A 175 -
— average price (RMB/tonne) —FHE(ARE, 1) RMB51,147 -
AR¥51,147
— maturity —EIHiH March 2010 =

—2-25=5
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33. BORROWINGS 33. 8
Group Company
AEH PN
2009 2008 2009 2008
Effective “EERE ZET)\HF ZZFFAFE —ZTN\F
interest rates HK$’000 HK$’000 HK$’000 HK$’000
B A= FHET FET FHExT AT
Non-current
ER B
Bank borrowings Floating 5.76%
RITEE A= 17,818 25,614 - =
Current
T ED
Bank overdrafts Floating 5.25%-5.5% 3,787 7,660 3,787 -
RITEXZ FE
Bank borrowings Floating 5.22%-7.72% 8,000 65,227 8,000 12,660
RITEHE FE
Bank borrowings Fixed 3.92%-5.35% 92,928 74,892 - -
RITEHE E B
104,715 147,779 11,787 12,660
Total borrowings
HmiEs 122,533 173,393 11,787 12,660
At the reporting date, the Group’s bank borrowings were REER  ANEBRITEENUTIZIEE
secured by: R

() as at 31 December 2009, no legal charge over the

=

Group’s buildings, and as at 31 December 2008, a
legal charge over certain of the Group’s buildings
situated in the PRC with a carrying amount of

HK$906,000 (note 17);

(i) alegal charge over certain of the Group’s investment (i)
properties with carrying amounts of HK$15,500,000

(2008: HK$12,450,000) (note 18); and

(i) guarantee granted by a joint venturer (2008: (iif)
guarantees granted by a director of the Company,

a joint venturer,
independent third parties).

a related company and certain

RZZEZANF+_A=+—H &&
EEFTEIERL  MR=2ZTZ)N
F+-A=+—8  AEEMUZRFEH
BR T & /45 906,000 78 JT 18 F 2 74 7F 17
o (PIRE17) 5

NE&E B = T BREE A15,500,000% 7T
ZEE )\ : 12,450,000 ) K E
Y 2 R ERR (FisE18) + &

—%/\**Ef’ﬁtﬂz%ﬂ%(:%%ﬂi :
ARB—RBREE —HEET
BHAERRARETEL :Hf’EHj
ZIER)
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33. BORROWINGS (Continued) 33. fEEE (&)
The carrying amounts of the borrowings approximate to BEEZEREEEEAFEESE - RZ_ZZ
their fair value. As at 31 December 2009, the borrowings NE+—A=+—8 " AXEBEZEEER
were repayable as follows: ATEHE R -
Group Company
rEHE LSS
2009 2008 2009 2008
—22NE —ZFT/\F —2EAF ZTT/N\F
HK$’000 HK$’000 HK$’000 HK$°000
FTERT TAT FTERT TAT
Within one year —FR" 104,715 147,779 11,787 12,660
In the second year F_F 7,795 7,796 - -
In the third to fifth year F=FEFRF 10,023 17,818 - =
Repayable within five years TR EE 122,533 173,393 11,787 12,660
34. DUE TO RELATED COMPANIES 34. WEAT A B W) Rk
During the year, the Group and the Company had fully ER . AEBRAANTEEHEEER
repaid the amounts due to related companies. As at 31 EBREANRRZ R -_ZEENE+—A
December 2008, amounts due to related companies were =+—8  ENEBEEARZ R SER
unsecured, interest-free and repayable on demand. o e BN EREREE -
35. DEFERRED TAX 35. ¥EMERLIEH

Deferred taxation is calculated in full on temporary
differences under the liability method using the applicable
tax rates prevailing in the jurisdictions in which the Group
operates.

EEHRARERSZRRAEZRALKHE
EBMERVEERBITERR (2R
o
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35. DEFERRED TAX (Continued)
Movement on the deferred tax assets is as follows:

5. MEHEBLIE (B

EEHRREEZBEIIWT

Provision for inventories

FER®EB
2009 2008
—EEAF —EENEF
HK$’000 HK$'000
FET T
At 1 January R—A—H 1,207 1,130
Exchange realignment PE 5 8 - 77
At 31 December Rt+—A=+—8H 1,207 1,207

As at 31 December 2009, the Group has tax losses
arising in Hong Kong of HK$154,805,000 (2008:
HK$149,307,000), subject to the agreement of Inland
Revenue Department, that are available indefinitely for
offsetting against future taxable profits of the companies in
which the losses arose. Deferred tax assets have not been
recognised in respect of these losses as these losses were
incurred by the companies that have been loss-making for
some time.

There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders
during the year.

As at 31 December 2009, deferred taxation has not
been provided in the financial statements in respect of
temporary differences attributable to the profits earned
by the PRC subsidiaries amounted to HK$174,018,000
(2008: HK$59,142,000) as the Group is able to control the
timing of the reversal of the temporary differences and it is
probable that the temporary difference will not reverse in
the foreseeable future.

R-BEHAE+-_A=+—8 A&£ER
BAEEIAEE154,805,0008 L (=
T )\ £ : 149,307,0008 7 ) @ A 15 EFH 5
B ATREREELEBEARZAE
R EH ARELETEBEBRZATD
BREEE—BEN RTERZSEHIERE
REEEHEEE -

FA - AREEERRERRZNBEEM
AAEERAEREAE -

R-BEHE+-_A=+—8  #BERE
I 4 AR B BT B A B A SR B ) e 2 B
BF = %8174,018,000 8 L (Z T )\ F :
59,142,000/ 7o) {E B ER AR - RE
B 7RSS B B S I B B A = RE 2 B R
IN_EERZBRAETSHIA B ERED -
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36. SHARE CAPITAL 36. A
2009 2008
—EENE ZETNF
Number Number
of shares of shares
BHEE gnE4=
000 HK$’000 ‘000 HK$’000
T FET T T
Authorised : JERE ¢
Ordinary shares of FARMEO0.10
HK$0.10 each BT T
At 1 January n—H—H 4,000,000 400,000 4,000,000 400,000
Increase in authorised EINSATE E Ak
ordinary shares (note i)  (Hf&Ei) 2,000,000 200,000 = =
At 31 December R+—_A=+—H 6,000,000 600,000 4,000,000 400,000
Issued and fully paid : BETRHR
At 1 January ®R—H—H 3,542,031 354,203 1,792,031 179,203
Share option scheme — (B 5 RN st 2
proceeds from shares BEITRRD
issued (note ii) Fr 15 78 (M &%) 645 65 = =
Issued on acquisition of  FEULBEETE A F1ZE1T
subsidiaries (note iii) (B i) - - 1,750,000 175,000
At 31 December R+—_A=+—H 3,542,676 354,268 3,542,031 354,203
Notes: B 5E -

(i)

(i

(i)

Pursuant to an ordinary resolution passed on 30 June 2009, the
authorised share capital was increased from 4,000,000,000 ordinary
shares to 6,000,000,000 ordinary shares.

During the year, the 645,000 new ordinary shares of the Company
was issued upon the exercise of share options. Details of the share
options exercised during the year are summarised in note 37. The
shares issued in relation to share options exercised have the same
rights as other ordinary shares of the Company in issue.

In October 2008, the Company issued 1,750,000,000 new shares
of HK$0.1 each at the price of at HK$0.38 per share to the
shareholders of Full Day Limited as the purchase consideration for
the acquisition of the Jia Cheng Group (notes 20 and 42.2). The
ordinary shares issued have the same rights as the other ordinary
shares in issue. The fair value of the ordinary shares issued at the
date of acquisition amounted to HK$665,000,000 (note 42.2) and
therefore an amount of HK$490,000,000 was credited to share
premium account. As the shares are issued in exchange of the cost
of investment in the acquisition, the issue of the shares are non-cash
transaction and therefore are not reflected in the cash flow statement
for the year ended 31 December 2008.

(il

BER-FEANFAA=THBRZ ERRE
2 A B AN §14,000,000,000 8% 2 37 A% 4 40 2=
6,000,000,000% & @

479 + 645,000 7 /2 711 248G 18 5 A2 A
AR RIS T SR B4 BB E
S RITRESTH - 3 ETEE £ AME 8
BTz BB RARTRMERTRBREAAS
3% -

RZZTZENE+A  AARIEER0.38BT 2B
AL AR A R EEEIT1,750,000,0008% &
REEC. 1B T ZHRG - (EAKBEREEZ
BEERE(ME20R42.2) c FFETEERER
B BT BRABERET - RKEBRS - B
17 E B % 2 A F{E A665,000,0005% 7T (i 5F
42.2) - EHIt - BEEFEE490,000,0008 L E A
B 17 5 ERR - R BT ARIRIEREEE
BERAR - WBETRHAFERERS - Bt - I
ERNHE_EEN\FE+-_A=+—HIFEZR
SRMBRP R
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37. SHARE-BASED COMPENSATION 37. PAIBEAR P 3R 4 O Ll 1

At the general meeting held on 30 May 2008, the
shareholders of the Company terminated the option
scheme adopted on 25 May 2001 and adopted a new
share option scheme (the “New Scheme”) for a period of
10 years commencing on the adoption date.

The directors may, at their discretion, invite the eligible
participants to take up options to subscribe for shares.
The eligible participants include (i) any full-time or part-
time employees, executives or officers of the Company or
any of its subsidiaries; (i) any directors (including executive
directors, non-executive directors and independent
non-executive directors) of the Company or any of its
subsidiaries; and (iii) any advisers, consultants, suppliers,
customers and agents to the Company or any of its
subsidiaries.

Under the New Scheme, the maximum number of shares
which may be issued upon exercise of all outstanding
options granted and yet to be exercised under the New
Scheme shall not exceed 30% of the share capital of the
Company in issue from time to time. No options may be
granted under the New Scheme if the grant of such option
will result in the limit being exceeded. Subject to the
approval of the Company’s shareholders, the aggregate
number of the Company’s shares which may be issued
upon exercise of all outstanding options granted and yet
to be exercised under the New Scheme shall not exceed
30% of the Company’s shares in issue from time to time.

The total number of shares issued and which may fall to
be issued upon exercise of the options and the options
granted under the New Scheme (including both exercised
or outstanding options) to each grantee in any 12-month
period shall not exceed 1% of the issued share capital
of the Company. Where any further grant of options to a
grantee would result in the shares issued and to be issued
upon exercise of all options granted and proposed to be
granted to such person (including exercised, cancelled
and outstanding options) under the New Scheme in the
12-month period up to and including the date of such
further grant representing in aggregate over 1% of the
shares in issue, such further grant requires approval of the
shareholders of the Company in general meeting with such
grantee and his associates abstaining from voting.

RZZBZNFRAA=THRETZRRERE
b ARFABRRUER_FZT-FAHA
“tHARMZEBERBRMDETSE - A
RN ETRBR M EBI([HFETE])
BERABEMES BB +F -

EETHRAFAERSEEABEELR
BRMDE  URBRD - aERSEER
BOARARETMMERE 2 EM 2B
HRBEER  THRABRSRAER : (A
RAHEEMHBERRZEAEE(BEH
TEE FRTEENBIUIFATES)
R (iif) AN 2 A) 2 E AE {7 (Y /BB X R 2 AE ] R
A BAAL - HER  EPRAE -

RIBFETE - BREHFERERBRFTE
Z P HARTT R RBR D EEITEER
AT#TZESRNEE  RMERFHEY
TEEBARBTEHEETRAZ30% °
Wbz BERBROESHELARL
R RIANBRENG SR LELRERD
B o BREARRTBRERBLEI - RIBFEE
BROREFTRZMBRERTEERLRE
B EEITER A TEITZARRBMD A
g NMEMKRIANGBERNARTED
BITHRAD 230% °

AR+ — @ A MEAR B 8 A &8 5%
BARGKZBERBROE(BEEITERN
RARITE 2 B RBRMNE)TEREDET
B FETZBNEBRTSEBALRFR
BITRAZ1% © WA —BEARAE—TE
HELERBARMDE - BEZBALTRER
AER T —EAMEAEEE-—SERLAH
(BREER)TRERREZER CMEE
RERNE(BRECITE  EHRHERT
EERERBRMNE)ER  SEITREETR
MZBEAHXBBEBITRMI%  AHE
—TRHEARBROELARKRRAE
EARRAIRRILE  MABARARKZ
BMEALTERERR -
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37. SHARE-BASED COMPENSATION (Continued) 37. PAIBAy o RSt v O L % (48)

The maximum number of shares issued and to be issued
upon exercise of the options granted under the New
Scheme to each of any eligible persons (including those
cancelled, exercised and outstanding options), in any 12
months period up to the date of the latest grant shall not
exceed 1% of the Company’s shares in issue provided
that the number of shares issued and to be issued upon
exercise of all options granted and to be granted to each
of the independent non-executive directors or substantial
shareholders of the Company or any of their respective
associates in the 12 months period up to the date of
such grant in excess of 0.1% of the Company’s shares
in issue and with a value in excess of HK$5 million must
be approved in advance by the Company’s independent
shareholders. Any further grant of options in excess of
such limit requires the approval of the shareholders in
general meeting in accordance with the requirements of
the Listing Rules.

The exercise period of the share options granted is
determinable by the directors, and should not be later than
10 years from the date of the acceptance of the share
options (the “Option Period”).

The subscription price is equal to the higher of () the
nominal value of the share of the Company; (i) the closing
price per share of the Company as stated in the Stock
Exchange’s daily quotation sheet on the date of grant;
and (i) the average closing price per share as stated in
the Stock Exchange’s daily quotation sheets for the five
business days immediately preceding the date of grant.

The fair value of share options granted is recognised in
profit or loss taking into account the probability that the
options will vest over the vesting period. Upon the exercise
of the options the resulting shares issued are recorded as
additional share capital at the nominal value of the shares,
and the excess of the exercise price per share over the
nominal value of the shares is recorded in the share
premium account. At the time when the share options
are exercised, the amount previously recognised in share
options reserve is transferred to share premium. When the
share options are forfeited or are still not exercised at the
expiry date, the amount previously recognised in share
options reserve is transferred to retained profits. Lapsed
options, prior to their exercise date, are deleted from
the outstanding options. All equity-settled share-based
compensation expense are settled in equity. The Group
has no legal or constructive obligation to repurchase or
settle the options in cash.

FAMN+-EAHEZERZR T AHIIR
BHERNEZAERALTERHZELR
BRHOE(BEDEHE  TERSRTE
ZEERBROE)TEREETEST
BIIZBRMHE=HE  TREBEREAAFE
BITRAZ1% @ EREEEBTRH B
T+ EAPERARRZSELIERTES
FEERRKFEES Q2 EMBEALE
Bk FEEZATEELRBRDE(RIE
BETE - EFEEEAITEELRERS
)ETERBETRERTZRMEKES
HiBBARF D ETRN0.1% R EBIER
5,000,000/8 7T * BEE T HBEESLERR
RIBM R E - FAE— SR TBAES
BREBERBROELERE ETH
Al Z R E R R AR A _EHLE o

IR EERBROEZTEHHERE
T B EEREE R RIER R R A
BHFE(ELRBEROELRE]D

RBERERTIEEZESE - ()JARF]
BROEE (AR R BRORE L B AR
R RMERARZERETE - K(i)
SRR B IR S X A RO R A P
BSREXRMARZFHRHE -

BERBIRMDEZ A FER RELRE
BOEREBMEBE 2 TR ERERSR
R -RARAELERBEROBETE
B - el 2 BITROHEROEELA
BINBRA - MERTEEBHROEELZ
Z A AR S E R - @ TRERODE
TTIERS 55 BB 55 SR B A 10 4 i 5 P 7
RZAPBEERE RN EE - EEERB
B RS R fE TR B D ARITRE - 5E
AINEERBRDEFETRRB ZRESR
ERERERN - RTEBMATC AR E
ERBERMOES S W ARITEELBERD
B AG - A ARAREE 2 B 3K 5
X AREEE - AREYWEXTELME
BEENREBRNEEBRERERMNE
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37. SHARE-BASED COMPENSATION (Continued) 37.
The grantees may exercise the options in whole or in part
by giving exercise notice to the grantor at any time during
the Option Period provided that the grantees shall exercise
the options to acquire the option shares in accordance
with the following vesting schedule:

AR 2 B 10 i O L0 12 (480)

AR R IAME 5T 538 A 40 4 A PR AT s
AR T AELTEABAN  TEZEHBY
BERBIRMDE  MEARABRETIE
BHRBRARTEELABRNEBARE
R R -

Maximum percentage of
option shares
comprised in an option
which may be exercised

Vesting schedule ATEEERBROEFRES
EEEBX BARBROEROGESBEIL
One year after the grant date BB BB —F 30%
Two years after the grant date B B EERE 35%
Three years after the grant date R BBE=F 35%

Details of the share options granted up to the reporting
date are as follows:

Date of grant: 9 December 2008
Exercisable period: 9 December 2009 to

7 January 2019
Exercise price: HK$0.325

Share options and weighted average exercise price are as
follows for the reporting periods presented:

BEEFEER A IO REEERERMDES
BT -

KHBH —EENF+ZANH
1T{EER —EENF+-_ANAEZE

—E-hF—H+tH
1T{E(E - 0.325% 7T

¥ B A 2 18 5T SR R B A S AN T 15
TTEEZ250T ¢

2009 2008

—EBNF —TENF
Weighted Weighted
average average
Number exercise Number exercise
’000 price ‘000 price
B IR #H A N
T4 THEE T1n 1TE(E
Outstanding at 1 January A —H—H &AR/TE 179,000 0.325 = =
Granted & - 0.325 179,000 0.325
Exercised 2178 (645) 0.325 - -
Outstanding at 1 January R — A —HAATHE 178,355 0.325 179,000 0.325

Exercisable at the end RELLA] F1T{E

of the year 53,055

0.325 = =




China Haidian Holdings Limited rhEl/SREE AR A 5 138

Notes o the Financial Statements B %3 25 M5
For the year ended 31 December 2009 #HE-ZTNF+_-_A=+—HILEFE

37. SHARE-BASED COMPENSATION (Continued) 37.
Movements of the New Scheme for the years ended 31
December 2008 and 2009 are as follows:

DB s 25 1 4 O L Rl (480)
RZEENFR_EENF+_A=+—
B #FErEl 2 EB)FEI50T

Number of share options

BERBROEHE
At
31 December
2008 and
At 1 January 2009 At
1 January Granted RIZENF Exercised 31 December
Name or category 2008 in2008 +=HA=1t—H in 2009 2009
of participants R=BE\E ZEET\E RIETAE ZZENE RZZELE
SHEENANFEER —A—-H R —-A-H fi¥ +=ZR=+-H
Executive directors HTES
Mr. Hon Kwok Lung BElRELL - 3,500,000 3,500,000 - 3,500,000
Mr. Shang Jianguang BENEE - 8,000,000 8,000,000 - 8,000,000
Mr. Shi Tao AERE = 5,000,000 5,000,000 - 5,000,000
Mr. Lam Toi Man WRXEE - 3,500,000 3,500,000 - 3,500,000
Independent non-executive BYEHTES
directors
Mr. Fung Tze Wa BTERE - 3,500,000 3,500,000 - 3,500,000
Dr. Kwong Chun Wai, Michael BleEEs = 3,500,000 3,500,000 - 3,500,000
Mr. Li Qiang e Yt = 3,500,000 3,500,000 - 3,500,000
Sub-total N5t - 30,500,000 30,500,000 - 30,500,000
Other eligible employees HineEKRES
In aggregate At - 98,000,000 98,000,000 (645,000) 97,355,000
Other eligible persons Htt8ERAL
In aggregate Gl - 50,500,000 50,500,000 - 50,500,000
Total FCE 179,000,000 179,000,000 (645,000) 178,355,000

The following significant assumptions were used to derive
the fair value of share options granted in 2008, using the
Black-Scholes Option Pricing Model:

Expected volatility 54.21%
Expected option life (year) 5
Risk-free interest rate 1.65%
Expected dividend yield 0%

Uiahe - aFREAT I EBEAFER =
ZEZN\ERLZ2BERBROEIFED
ERAATEERR :

TE H R 18 54.21%
BIEERBIRMOETAFTFH(F) 5
42 78 e 1) == 1.65%

TEHARR B 1m0 0%
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37.

38.

SHARE-BASED COMPENSATION (Continued)

The expected volatility is based on the historical volatility
of the Company’s share price, adjusted for any expected
changes to future volatility based on publicly available
information. The expected option life used in the model
has been adjusted based on management’s best estimate.

The options outstanding at 31 December 2009 had a
weighted average remaining contractual life of 9 years
(2008: 10 vyears). The weighted average share price for
share options exercised during the year at the date of
exercise was HK$0.77.

Equity-settled share-based compensation of
HK$15,570,000 (2008: HK$968,000), comprising
HK$2,651,000 (2008: HK$165,000) to directors and
HK$12,919,000 (2008: HK$803,000) to employees and
other eligible persons, has been included in profit or loss
during the year. The corresponding amount has been
credited to share options reserve (note 38). No liabilities
were recognised on the equity-settled share-based
compensation transactions.

RESERVES

Group

The amounts of the Group’s reserves and the movements
therein during the year are presented in the consolidated
statement of changes in equity.

In accordance with the PRC regulations, certain of the
Group’s subsidiaries established in the PRC are required
to transfer part of their profits after tax to the statutory
reserve before profit distributions are made. The amounts
of the transfers are subject to the approval of the boards
of the directors of these subsidiaries, in accordance
with their joint venture agreements and/or articles of
association. The statutory reserve is non-distributable and
has restricted use.

Certain amounts of goodwill arising on the acquisition
of subsidiaries in prior years remain eliminated against
the consolidated reserves as explained in note 20 to the
financial statements.

7. DAJB A 2 B i O LA 12 (40)

TAHPR IR TY IR A R A D B 1% 2 B K IR
EE  WYORBAFERBARINE ZE
AEMESIEHAE - BARBRMNERE
AEPEREEEREGEFELAE -

R-ZBZENF+ _A=+—HIHZER
BZMEFEARTEHNFHRIF(ZZZ
N\ 10%F) - FARBTTHEBRENRITER
Hi 2 hnig P IAE R0.7778 T

ARR AN 45 & 2 B% 7 #8 18 & 15,570,000 78
T(=ZZTZT)\F : 968,000/ L) @ B
EEHMK2651,0008 L (=TT /)\F :
165,000/ L) * EE REME B ALH
$12,919,000/% L (=== /A : 803,000
BIL)  BAERX BT AFTRNIER - AER
O ABERBRMDERE(MIES8) °
MERARAGLEE 2 BRHEERZERE

g

]

AEE
AEERAERE REREREWEDE
HRG A EREBED -

WRPBEKERD - BETRPBKLZA
SEMBQRER SN D IKAT - B H B
DHEBRERNEREXEHEBEES - BR
RBEAHZEMNBARICETFERZAL
AEBHER/ RATERAAIE < EE
EHEES T NIK - BEREAMRS -

NP SRR M A0 HE - RBEFE
WENBRARMELREZE TEEDR
IRAERLE -
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38. Gt (&)

Company XA T]
Share
Share options
premium reserve Retained
account BEAE profits Total
BRDEER ROERE REBEF k)
HK$'000 HK$'000 HK$'000 HK$'000
FTAT FAT TAL FATT
(note a) (note b)
(PitzEa) (Ft5Ep)
At 1 January 2008 R-_ZEZ\F—H—H 23,700 - 244,400 268,100
Issuance of new shares BITHRR D
(note 36(iii) (BiFE38(i)) 490,000 - - 490,000
Equity-settled share based PARAHEE 2 R FHE
compensation - 968 - 968
Loss and total comprehensive REEEEREHA
income for the year (note 12) WA #E (FE12) - - (75,817) (75,817)
Proposed final 2008 %M'E_ T \ERH
dividend (note 13) RS (FiE13) = - (88,551) (88,551)
At 31 December 2008 and E"_7 J\E‘I‘ A=+—H
1 January 2009 K—ZENE—A—H 513,700 968 80,032 594,700
Proceeds from shares issued RIEEERBR M EE
under share option scheme BT D P15 5B 145 - - 145
Exercise of equity-settled B ARALEE 2 B 1D
share based compensation wHE 98 (98) - -
Equity-settled share based AR AR 2 R (e
compensation (note 37) (M45£37) - 15,570 - 15,570
Profit and total REERMEREE
comprehensive income WA LT
for the year (note 12) (PigzE12) - - 34,543 34,543
Payment of interim 2009 /)EﬁL ZTAERH
dividend (note 13) B (FEE13) - - (35,420) (35,420)
Proposed final 2009 dividend # /EE_ ST NFERE
(note 13) % B (Ffi5E13) (66,095) - (79,155) (145,250)
At 31 December 2009 R-ESNE
+=HA=+—H 447,848 16,440 - 464,288
Notes: Bt
(@  Under the Companies Law Cap. 22, (Law 3 of 1961, as consolidated () IRERSEHSE2ERENE(—NAN—FEKED -
and revised) of the Cayman Islands, the funds in the share premium TERARIEE])  NARIBRMEBRZESAHEIIRT
account of the Company are distributable to the shareholders of the AARIRE - EREREDIRKEBHE - ARFER
Company provided that immediately following the date on which BENERENBEXBBIERE IR ER -
a dividend is proposed to be distributed, the Company will be in a
position to pay off its debts as they fall due in the ordinary course of
business.
(o)  This represents the fair value of share options granted as further  (b) ULIEFTREEBERBRMHEL ATE - E—FTHBFHAR

explained in the accounting policy adopted for share-based
compensation in note 3.21.

Wi 53,21 BLIARR 7 AR T4 (E T ER A 2 AT BUR A ©
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39. OPERATING LEASE ARRANGEMENTS/

COMMITMENTS

SEEAFTSASTALEE

39.

39.1 At 31 December 2009, the total future minimum
lease receivables by the Group under non-cancellable

leases are as follows:

REBRLERYE

VIR —EENE+—A=+—80 B
TRIFTEH 2 A - RNEEEICR R &
REEFRIBETEMOT ¢

2009 2008

—EERF —ZEENF

HK$’000 HK$’000

FET AT

Within one year —F R 10,155 5,657
In the second to fifth years —FEEFERF 30,629 26,920
After five years AF% 39,336 47,613
80,120 80,190

The Group leases certain of its investment properties
under operating lease arrangements, with leases
negotiated for terms ranging from one to twenty
years. None of the leases include contingent rentals.

39.2 At 31 December 2009, the total future minimum lease
payments under non-cancellable operating leases are

AEERBEEEANLHFLEEET

REWME  BEHENZZEFHINT
—FE_FTFELE - FRAEHNTBE

2R =—_FFTAFT_A=1+—H RIE
PR EH EEHORN AR KER

payable as follows: ERIBRARWT
Group Company
HEE RAH
2009 2008 2009 2008
—EEAFE —ZFTENF ZEBEZTRF ZTZENF
HK$’000 HK$’000 HK$’000 HK$’000
FExT FHIT FExT FHIT
Within one year —F R 8,374 6,289 4,899 5,444
In the second to fifth years —EEERFE 19,480 16,635 10,003 16,570
Total st 27,854 22,924 14,902 22,014

The Group and the Company lease certain offices and
factory premises under operating lease arrangements.
Leases for properties are negotiated for terms ranging
from one to ten years. None of the leases include

contingent rentals.

AEERARRRELERNL I
HETHAZERIRMYE  ZFHY
CHEEFMNT —FETFETF A
MENTERARES
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39.

40.

OPERATING LEASE ARRANGEMENTS/ 39, 88887 GH)
COMMITMENTS (Continued)
39.83The Group is required to pay an annual fee in respect VI XREBE—NMN_FE_ZETWN_F
of a leasehold land in the PRC from 1992 up to IF - Bt EEPBE s —BHEE TS
2042 with a 20% increment for every five years. NEE FESREEIN20% o F
During the year, an annual fee of HK$473,000 (2008: A NEBSNEEAL473,0008 (=
HK$463,000) was charged as an expense in profit or T\ : 463,000/ L) ERNAEE
loss of the Group. B0k -
CAPITAL COMMITMENTS 40. BARTRYE
Group AEME
2009 2008
—EENF —EENEF
HK$’000 HK$’000
FET FET
Contracted, but not provided for BRI N EREBE
Investment in an associate REEER B 2K E - 34,091
Acquisition of Auction PRC Land B A E P B i - 190,909
Purchases of property, plant BEME -« BENMEE
and equipment 1,374 3,229
1,374 228,229
In October 2009, the Group undertook to take up its RZEBEZNE+A » NREERS @ LIRS

rights entitlement in full under the rights issue proposed
by Citychamp (the “Citychamp Rights Issue”) at a
cash consideration of not more than RMB236,516,373
(equivalent to approximately HK$268,769,000). The
Citychamp Rights Issue is subject to approval from the
relevant PRC government authorities. As at 31 December
2009 and up to the date of this report, the Citychamp
Rights Issue has not been completed. Details about the
Citychamp Rights Issue are set out in the Company’s
announcement dated 16 October 2009.

Company
At 31 December 2009, the Company did not have any
capital commitments (2008: Nil).

REFTZNRARE236,516,3737T(LHE
7 268,769,000 7% 7t ) & HUE BB E W E =&
AR ([T % ) B TR - EHERE
FERTRRARENLE R=Z2ZTZTNF
+—A=+—HBEEBEAFEAY B
MR A AR TERK o T AR FFIBEE N A A A
B A-—ZThE+A+NBZAMH -

FiN/NE]
RZEBEZAF+-_A=+—8 KRQAIL
A EREE(CTT)\F ) o
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41. RELATED PARTY TRANSACTIONS A1 RN LR S
41.10ther than those disclosed elsewhere in the MART R BEREMBIFEEE
financial statements, the following transactions o AEBBEEEEALETU
were carried out with related parties: RS :
(i) Sales of goods i) HEsEY
2009 2008
—EEAF —ZTENF
HK$’000 HK$’'000
THxT FHIT
Sales of goods to joint venturer A& &EHEHEEY 338,904 549,256
Sales to joint venturer of the Group’s jointly- MAANBEFEENAEESY
controlled entity, of which certain directors of the REBHERIZSITR Y S TE
Company is also directors. Hake o
(i) Rental income (i) HEEUWA
2009 2008
—EENE —TENF
HK$°000 HK$’'000
FHET T
Rental income received B WA 984 980
This was received from a company of which a LB TIAmAAT —RLEEI
director of the Company is also director and BEZ 2 nlBBEE ATY
this was charged at HK$82,000 per month on HFH82,000 L (—ZFEF )\ F :
average (2008: HK$82,000). 82,000/ 7L) °
(iii) Outstanding balances arising from sales of (i) HEEWZAENEHETAE
goods included in trade receivables: W BESX :
2009 2008
—EENE —ET)N\F
HK$°000 HK$’'000
FET FET

Due from joint venturer FBULE & REK 48,793 43,536
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41. RELATED PARTY TRANSACTIONS (Continued)

41.10ther than those disclosed elsewhere in the
financial statements, the following transactions
were carried out with related parties:

(iv)

Al BN 5 (1)

NABREBBERREMB D AiNES
o AEEEERABEATETN
"% : (&)

(Continued)

Outstanding balances included in other (ivy Et A\EMIEBRRZKENE

receivables: £ .
2009 2008
—EEhF T NF
HK$’000 HK$'000
FERT FABT

Due from a subsidiary of the JEE & —R

joint venturer MIEB AR Z R - 5,117
Due from joint venturer FEU & & 5 R 673 -

v)

(vi)

Outstanding balances included in other
payables

(v) BFtARMENRZRESER

2009 2008
—BBAE  —FT)\F
HK$’000 HK$’000
FET FBT

Due to a subsidiary of the EREEH—FK
joint venturer MR RlZ REK - 5,114
Due to a director BN —RBEERK 9,000 =

Acquisition of subsidiaries

In 2008, the Group completed the acquisition
of the Jia Cheng Group from a company
controlled by a director at a consideration of
HK$665,000,000. Upon the acquisition of the Jia
Cheng Group, the Company indirectly holds 91%
equity interest in Rossini through Jia Cheng.
Further details of the transaction were included
in note 42.2 to the financial statements.

(vi) WEBFIE A A
ZETNF AEETKER—
ZEEEHZ AR KREERE
'+ K {8 A665,000,0007% 7T °
WEEREBR - ARRFERE
WHEFEBEEAEI %R - %
HR 52 E— T IBE R B ®
RMEE42.2 -
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41. RELATED PARTY TRANSACTIONS (Continued)
41.2 Key management personnel compensation:

Included in staff costs are key management
personnel compensation and comprises the following
categories:

Al A B 128 5 (48)
MN2FTEEBAECHE -
FTEEBEABZHEFAEIRA
n - BIEATER

2009 2008

—gThE TIN5

HK$’000 HK$’'000

FET FHT

Short-term employee benefits R E B R A 8,466 8,387

Post-employment benefits BERE 18 1R A 84 84
Equity-settled share-based AR AR A5

compensation & 1D 1E 2,651 165

11,201 8,636

The key management represents the directors of the
Group. Further details of directors’ emoluments are
included in note 16.1 to the financial statements.

42. ACQUISITION OF SUBSIDIARIES
42.1Acquisition of Permanence

On 31 July 2009, the Group acquired 60% of the
equity interests of Permanence, which is principally
engaged in distribution of watches and timepieces in
the PRC, for a cash consideration of HK$3,415,000.

TEEBABRAERES - AHE
EME 2 E—THBERTBHRKM
F£16.1 °

42, WU BB 2 )
421 WEBIEE
R-ZBZEAFE+LA=1+—H  ~&£H
LAZR & (83,415,000 T W B8 B &
BO% A * ZAREERFE S
HEER LT - RN B HIFTIEAE

Details of the net assets acquired as at the date of EFREEEBOT
acquisition are as follows:
HK$’'000
FAT
Purchase consideration: I HERAE -
Cash paid Fridif < 3,415
Less: Fair value of net assets acquired B TN REBABEFEAYE
shown below (3,415)

Goodwill 7

I
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42. ACQUISITION OF SUBSIDIARIES (Continued) 42, WU B B 2 ) (%)

42.1Acquisition of Permanence (Continued) 421 WHBEE (&)
The fair values of the identifiable assets and liabilities W EEMEANSREELRABER
arising from the acquisition of Permanence as at the W B B HA 2~ A (B DA R 225 B AT AR
date of acquisition and the corresponding carrying FEEEEEINT :
amounts immediately prior to the acquisition were as
follows:
Acquirees’
carrying
Fair value amount
AFE WEHRKREE
HK$'000 HK$’'000
THBT THBTT
Property, plant and equipment Yz - BRE &

(note 17) (FfF5E17) 62 62
Inventories FE 6,240 6,240
Trade and bill receivables M BR R N SR AR 3,120 3,120
Prepayments, deposits and TERFIA -« e REMERGR

other receivables 1,792 1,792
Cash and cash equivalents HEREEEEY 177 177
Trade payables FEATBRFK (1,169) (1,169)
Other payables and accruals Him R s R ER & R (4,527) (4,527)
Net assets BEFE 5,695 5,695
Minority interests DER R R (2,280)

Net assets attributed to the Group A& [E fE (5 B &= FAE 3,415
Cash and cash equivalents Frus gk B A RIIRE

in subsidiary acquired KR EEY 177

Purchase consideration settled ReEEWERE

in cash (3,415)
Net cash outflow IR & 5 (3,238)
Since the acquisition, the Permanence contributed UGBS - ERBNEE-—_TEAE+—
revenue of approximately HK$16,593,000 and net B=+—BtEEHRe®mkil
loss of approximately HK$91,000 to the Group for the A #716,593,000 7 7 & &5 18 % %8 49

year ended 31 December 2009. 91,000/ 7T °
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42. ACQUISITION OF SUBSIDIARIES (Continued)
42.1 Acquisition of Permanence (Continued)

Had the business combination taken place on 1
January 2009, the revenue and the profit of the
Group for the year ended 31 December 2009
would have been approximately HK$1,064,489,000
and HK$369,688,000 respectively. The pro-forma
information is for illustrative purposes only and is not
necessarily an indication of revenue and results of
the operations of the Group that actually would have
been achieved had the acquisition of Permanence
been completed on 1 January nor are they intended
to be a projection of future results.

42.2 Acquisition of the Jia Cheng Group

On 15 October 2008, the Group completed the
acquisition of the Jia Cheng Group for a consideration
of HK$665,000,000, which was all satisfied by the
allotment and issue of 1,750,000,000 new ordinary
shares at HK$0.38 per share, being the market price
of the ordinary shares at the date of acquisition.

A2 VBN B ) 2> ) (%)
421 WHBEE (1)

MEBAEHER_ZEZNLE— A —
HET  AEERBEE_ZZTNF
T A=+—BLEFEZRARR
H & 5 Bl 4 1,064,489,000 /& T &
369,688,000/ It © 1% & FHE
BeH WEBRKRKBEER—A—
AEp & A S BEEREIG 2 A K
MBS 2181 - INIHERRERE
Z TR o

422 WEB(EWMEE

RZZEZENF+A+AHB A&
EZRBRBEERER  RE A
665,000,00078 7T + 2 HUA Be 3% &% 3%
771,750,000,0000% & #% I {E0.3875 7T
(ANEBRRWERRZME) ZHE
BRERS - RKEBH - FIKEEE

Details of the net assets acquired and goodwill as at FENMEEFBIT
the date of acquisition are as follows:
HK$’000
T
Purchase consideration: BEMRE :
Fair value of ordinary shares issued (note a) BETEERAFE(KEa) 665,000
Less: Fair value of net assets acquired B TN REBABEFEZAYE
shown below (43,618)
Goodwill (note b) BT 621,382
Notes: f5E -

(@) The fair value of the shares issued was based on the published
share price on the date of acquisition.

(b)  The goodwill was attributable to the high profitability expected
to arise after the acquisition of the Jia Cheng Group and the
synergies expected to arise after this acquisition.

@ EBHTERHIATEDRERKEASE
DB B H o

(b) AT B R 2 BRFIK
TR TR ERA M 4 2 2 2 1 B A 2
B -
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42. ACQUISITION OF SUBSIDIARIES (Continued)

42.2 Acquisition of the Jia Cheng Group (Continued)
The fair values of the identifiable assets and liabilities

arising from the acquisition of the Jia Cheng Group

A2. Wl E A v (B)
42.2 WEBEIM S E ()
REBERS  BREBEREEELZ
AEMAEERARAFERARER

as at the date of acquisition and the corresponding WEEHT 2 MRFERREELN T ¢
carrying amounts immediately prior to the acquisition
were as follows:
Acquirees’
carrying
amount
Fair value WEEEUE
ATE IREE
HK$’000 HK$’000
FETT FETT
Property, plant and equipment ME - BB NERE
(note 17) (FfF5E17) 8,656 8,656
Prepaid land lease payments FEf LT EFRIE
(note 19) (FfF5E19) 706 706
Interest in an associate (note 23) E(E— KBt &N ml s (M1 5E23) 154 154
Available-for-sale financial AHEESREE (HE24)
assets (note 24) 74 74
Inventories FE 75,760 75,760
Trade and bill receivables JE W BR TR e R R 47,096 47,096
Prepayments, deposits and FENFIE « e R EAm UK
other receivables 2,948 2,948
Cash and cash equivalents RERREEEY 23,598 23,598
Trade payables FETBRSK (37,628) (37,628)
Dividend payables (note 31) FE AR B (FF5EE31) (33,649) (33,649)
Other payables and accruals E s & ERT 2R (36,039) (36,039)
Tax payables FEFLIR (3,743) (3,743)
Net assets BEFE 47,933 47,933
Minority interests DER R R (4,315)
Net assets attributed to the Group A& [E fE (5 B &= FAE 43,618
Cash and cash equivalents Fru g B A RIIRE &
in subsidiaries acquired HEFEY 23,598
Purchase consideration settled NIREEHBEENRE
in cash -
Net cash inflow WEMAFHE 23,598

Since the acquisition, the Jia Cheng Group
contributed revenue of approximately HK$45,886,000
and net profit of approximately HK$11,165,000 to the

Group for the year ended 31 December 2008. I ©

Wi EREBRREE TN NF+=
A=+ —BLEFEAEAEBERIKAL
45,886,000 /& 7T & #f F 411,165,000 /&
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42. ACQUISITION OF SUBSIDIARIES (Continued)

42.2 Acquisition of the Jia Cheng Group (Continued)
Had the business combination taken place on 1
January 2008, the revenue and the profit of the
Group for the year ended 31 December 2008
would have been approximately HK$1,088,155,000
and HK$352,268,000 respectively. The pro-forma
information is for illustrative purposes only and is not
necessarily an indication of revenue and results of
the operations of the Group that actually would have
been achieved had the acquisition of the Jia Cheng
Group been completed on 1 January nor are they
intended to be a projection of future results.

43. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES

The Group’s principal financial instruments comprise
borrowings and cash and cash equivalents. The main
purpose of these financial instruments is to raise finance
for the Group’s operations. The Group has various other
financial assets and liabilities such as trade and bill
receivables, other receivables, trade and bill payables,
other payables, amounts due to related companies,
financial assets at fair value through profit or loss,
available-for-sale financial assets and derivatives financial
instruments, which arise directly from its operations.

The main risks arising from the Group’s financial
instruments are interest rate risk, foreign currency risk,
credit risk and liquidity risk. The board has reviewed and
agreed policies for managing each of these risks and they
are summarised below.

43.1Summary of financial assets and liabilities by
category
It is not the Group’s policy to actively engage in
the trading of financial instruments for speculative
purposes. Its treasury department works under the
policies approved by the board of directors and
identifies ways to access financial markets and
monitors the Group’s financial risk exposures. Regular
reports are provided to the board of directors.

A2, YO Y I 2 il (40)

42.2 W EMEE (&)
WEBEHERZZTENF— A —
HET  AEERBEE_ZZTN\F
TZ A=+ —HBLEFEZRARR
H & 5 Bl 4 1,088,155,000 /& T &
352,268,000/ JT © %5 & FHE
BeH  TIEBRZWHBER—A—H
TEREARE B EREIRE 2 WA KL
BB IR N ARIERKREREZ
FEA o

3. Y e e 4 I H B B R

FEEZIZSRMIAGEREREESE
BY HFEERMTAZIERRI/AE
BEBERET AKEREMERRA
Xz EERAE  PIMRUERR R
Fix - REYEG  BAEAERRRE - &
EMNR BNBBERBRRK  BAF
Bt ANENSBEZEREE  AIHEE
CREEMTESRMIA -

AEBERIAMELTEARATNXE
2 SNERE - EERRLRBESER
EEgRMIRHEER FEERR B
R - AEBRRBADT -

B1EHEEREESEHME

AEE 2 BRI IEMILH B VREE
EemMTA HEKIFIREBELES
SHEZHERTE  URESETH
352 7378 K BE R AN SR 18 P T 9 B 75
R - YEBRRAEESRHERS ©
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43. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)

43.1Summary of financial assets and liabilities by

category (Continued)

Categories of financial assets and liabilities
The carrying amounts presented in the statement of
financial position relate to the following categories of

financial assets and financial liabilities.

43, VB R B 4 BI H B B 80K (451)

431 TRMEEREEI EHNEHE)

ERMEENREEIR

R FIMAER 2 2 REER T &

REEMTRAMGBER -

2009 2008
—EERE —ETN\EF
HK$’000 HK$’000
FET THTT
Financial assets SREE
Available-for-sale financial assets At EeREE 1,440,715 413,010
Financial assets at fair value BAFER Am Ak
through profit or loss EEzeREE 82,482 29,059
Loans and receivables: B3 EMBGR
- Trade and bill receivables — EBER R 152,675 103,651
- Other receivables — H fib R 5k 14,882 450,664
- Cash and cash equivalents - RERREEEY 257,404 62,340
424,961 616,655
1,948,158 1,058,724
Financial liabilities SRAE
Financial liabilities at fair value BAFAER A @ A5k
through profit or loss BEzemBE
- Derivative financial instruments —PTEERT A 816 7,588
Financial liabilities measured R HKATTEZ
at amortised cost SHAE
- Trade and bill payables —ERERERREE 125,263 86,318
- Other payables — H b TR 99,345 126,580
- Dividend payable —ERIRE 17,600 -
- Borrowings —fEE 122,533 173,393
- Due to related companies — RS BE R RIR R - 256,288
364,741 642,579
365,557 650,167
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43.

FINANCIAL RISK MANAGEMENT OBJECTIVES

A3, W R B 4 BI H B B 80K (451)

AND POLICIES (Continued)

43.2 Interest rate risk

Interest rate risk relates to the risk that the fair value
or cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The
Group’s interest rate risk arises primarily from
borrowings. Borrowings bearing variable rates and
fixed rates expose the Group to cash flow interest
rate risk and fair value interest rate risk respectively.
The exposure to interest rates for the Group’s short
term bank deposits is considered immaterial.

The Group’s policy is to manage its interest cost
using a mix of fixed and variable rate debts. The
Group’s policy is to maintain approximately 40% -
70% of its interest-bearing borrowings at fixed interest
rates. The Group currently had not implemented any
procedures to hedge its interest rate risk.

The Group’s exposure to the risk of changes in
market interest rates relates primarily to the Group’s
debt obligations with a floating interest rate.

At 31 December 2009, it is estimated that a general
increase/decrease of 50 basis points in interest
rates, with all other variables held constant, would
decrease/increase the Group’s profit after income tax
and retained profits by approximately HK$148,000
(2008: HK$493,000).

The sensitivity analysis above was determined
assuming that the change in interest rates had
occurred at the reporting date and had been
applied to the exposure to interest rate risk for both
derivative and non-derivative financial instruments in
existence at that date. The 50 basis points increase
or decrease represents management’s assessment
of a reasonably possible change in interest rates over
the period until the next annual reporting date. The
analysis was performed on the same basis for 2008.

43.2 R R E b

MERESHTAZATFERES®
RERAMSMEEHMKEEMA - K
SECANERBREEREEE - &K
EIRR IFSE S5 N &Eu.ﬂ' ZEEH
HPEREMNXEAR KA FENEER
% o AEBE 2 FEHIRT ﬂ?mﬂ}iﬂ S
TR o

AEBZBRERBERTEBERTR
EREBREFBRA - NEEZBUR
BFA0% ET0%ET BB ERFRTE R
BE  AEBBREBETEBITIMNER
R EF R R

AEEFTAEM SN R EEERE
EAKETRERETAE -

RZEBEZTAFE+_A=+—8 " BR&
%ﬁ LR EHRFTE - T ROF

B2 3R, TNHAS0EZ  BEEUK
EIZ%% SH &5 F AR i FR
LB AN#9148,00008 T (ZBE )\
£ 493,000/ 7T) °

ESREDS N REFEREE
HIREE  BEEARZEGEZITE
NIETES T AR KRR - 50EE,
FASTARBERBEREASE Gt
EE NMAFEEAE B FHRMAIRAT 8L
PRz 88 - —_TTENF2HMER
AR R BT -
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43. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)
43.3 Foreign currency risk

43, B R B 4 B B B BORE (48)
43.3 JMNE & Bsx

Foreign currency risk refers to the risk that the fair
value or future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange
rates. The Group mainly operates in Hong Kong and
the PRC with most of the transactions denominated
and settled in HK$ and RMB. No foreign currency
risk has been identified for those PRC subsidiaries’
financial assets and liabilities denominated in
RMB, which is the functional currency of the PRC
subsidiaries to which these transactions relate. The
Group’s exposure to foreign currency risk primarily
arise from certain financial instruments which are
denominated in RMB, which are currencies other
than the functional currency of the entities to which
it relate. The Group currently does not have a foreign
currency hedging policy.

The following table summaries the Group’s major
financial assets/(liabilities) denominated in currencies
other than the functional currencies of the respective
group companies as at 31 December 2009 and 2008.

SNERBRIEEMIAZATFERRESR
MEREXSFHMKE AR - AR
BXERFERPELE  AHIR
ZUNBTRAREHEREE - 7 E
MBARRARBIEZ CSRMEER
BEITEINERR  ARBAZEFR
ZEBETPEMNBRARZESTE - &
SEFERETUARBIEZ SR
EERAIIERR  ARBILIEEEH
fsgg;zwaagms NS B A I SN
Eff/ﬁpﬂ EAZ

TEBER —_FTNFR_FTNEF
T_A=+—HAXAKEUNEREER
AXBEEEEIINERIEC TR
LREE/(AR)

2009 2008

—EENE —EEN\E

HK$’000 HK$’'000

Denominated in RMB A RSB FExT T
Available-for-sale financial assets Attt ESmEE 1,440,641 412,936
Other receivables H i FE WK 1,046 695
Other payables o Ath FE A 3K (10,845) (10,845)
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43. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)
43.3 Foreign currency risk (Continued)

The following table demonstrates the sensitivity at
the reporting date to a reasonably possible change
in RMB exchange rate, with all other variables held
constant, of the Group’s profit for the year and of
the Group’s investment revaluation reserve (due to
changes in the fair value of monetary assets and
liabilities).

A3, W R B 4 BI H B B 80K (451)

43.3 HMNEE [ Bsx (48 )
TREBENBXMEBEMEEZSHZTT
g KXEFBFRNNINEAEERESE
1Hﬁ1ﬁ(EEEA SMEERBERA %ﬁm
ENATEU) B A R PE R4 E H Al 68
W2 EBES) 2 BRE DT °

creditworthy parties. It is the Group’s policy that all
customers who wish to trade on credit terms are
subject to credit verification procedures. In addition,
receivable balances are monitored on an ongoing
basis and the Group’s exposure to bad debts is not
significant.

The credit risk of the Group’s other financial assets,
which comprise cash and cash equivalents and
financial assets at fair value through profit or loss,
arises from default of the counterparty, with a
maximum exposure equal to the carrying amount of
these instruments.

2009 2008
—EENE —ET)N\F
HK$’000 HK$’000
FHExT T
Effect to the profit for the year: HAFEnHzF 2
5% strengthening in HK$ BT ERFAES% 489 508
5% weakening in HK$ BTEREZE% (489) (508)
Effect on other comprehensive HEMEEWBAREE S
income and to the investment R E(HRAHEE
revaluation reserve (due to the TREERATEES) :
change in fair value of the
available-for-sale financial assets):
5% strengthening in HK$ T EETHES% (72,036) (20,651)
5% weakening in HK$ ST REZ(E5% 72,036 20,651
43.4 Credit risk 43.4 EER®E
The Group trades only with recognised and AREEEHREERTF ZE=ZHETE

B ARBZHREREMEREEN
ZEFPHEABBEENZER - It
Sh - REBETEEIR WAL B
HFrE$IERER Y B KX ©

AEEEMEMEERRRES IR S
ZEYRIRAFEF AnFREERZ
CHREE  EEEERRREENA
KE B BEERZELARR
{Eo
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43. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)
43.4 Credit risk (Continued)

As at 31 December 2009, the Group has trade and
bill receivables due from Citychamp in trading nature
of HK$48,793,000 (2008: HK$43,536,000) (note
41.1 (iii). With respect to the credit risk arising from
the trade and hill receivables due from Citychamp,
management actively monitors Citychamp’s
creditworthiness to avoid excessive concentrations of
credit risk. Save as receivables due from Citychamp,
the Group’s trade and bill receivables relate to a
large number of diversified customers and there is no
significant concentration of credit risk.

Since the Group trades only with recognised and
creditworthy parties, there is no requirement for
collateral.

The Group did not provide any financial guarantee
as at 31 December 2009. As a 31 December 2008,
except for the financial guarantee given by the Group
as set out in note 45, the Group also did not provide
any other guarantees which would expose the Group
to credit risk. The maximum exposure to credit risk in
respect of these financial guarantees at 31 December
2008 is disclosed in note 45.

43.5 Liquidity risk

The Group manages its liquidity needs by carefully
monitoring scheduled debt servicing payments for
long-term financial liabilities as well as cash-outflows
due in day-to-day business. Liquidity needs are
monitored on a day-to-day basis. Long-term liquidity
needs for a 360-day lookout period are identified
monthly.

The Group maintains mainly cash to meet its liquidity
requirements for up to 30-day periods. Funding for
long-term liquidity needs is additionally secured by an
adequate amount of committed credit facilities.

43, VB R B 4 BI H B B 80K (451)

43.4

43.5

EERb (&)

R-ZEZEAFE+_A=+—H K&
B A e W 35 BR 51 % 3= $5:48,793,000
BIL(ZZZ)\F : 43,536,000/ 7C)
(BEaE41.1G0) » ZREBESEE -
EHEERERERERAREEEE Y
SERK  BRERTH ZEABK
o AN EERRBESET - BREK
W GRIAIN - AEBEWERER R ZE
BAERFEH  WEEERBRBAE

SHEMR

RASEEREFERFZRAAE=
ETEE  WBARMR -

R-BTZAE+-_A=+—0 K&
B EREERTEER RTZ
NE+=—A=+—8 - BRKI 450
REBATE THBERI - AEEL
ERREECAEAERMEEEER
% o ML EFBERMN_ZEZ/N\F
T A=t HEYZEAEERR
R FEA5HE -

AEEFEERERRBEMAEBEL
EFMEBEEEBRS AL - NERE
HRBHESFE - ARERAERA
mBESFR - HA360HEEHAR
ZEHRBHESFRIIZAGFE -

AEETZMARSHERFEKZI0H
HEzZABESER RPURBDES
FREBREBTBAREERERM
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43. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES ((]ontinu(‘,d;
43.5 Liquidity risk (Continued

As at 31 December 2009 and 31 December 2008, the
Group’s financial liabilities have contractual maturities

which are summarised below:

A3, S B A P H B B BOR ()

43.5 MEVE & EBR (&)
A\ZETAFH A=+ —HR=T
TNFEL-A=+—0 AEEzS

BEERaNIBBERMMT
2009
—EENE
Total
contractual
Carrying  undiscounted ~ Within 1 year
amount cash flow or on demand Over 1 year
BHRER
REE RERELE 1FAFRER fichicp ka3
HK$’000 HK$’000 HK$’000 HK$°000
TR TR TR TR
Non-derivative financial FTESHERE
liabilities
Trade and bill payables ERESRER 125,263 125,263 125,263 -
Other payables HEM 99,345 99,345 99,345 -
Dividend payable FERTRRE 17,600 17,600 17,600 -
Borrowings BE 122,533 128,091 107,101 20,990
364,741 370,299 349,309 20,990
Derivative financial liabilities T4 £REE
Derivative financial instruments  #T4 4@ T A
(on net settlement basis) (IRFHEEEE)
— cash outflow -BeRHE 816 816 816 -
2008
“ETNE
Total
contractual
Carrying  undiscounted  Within 1 year or
amount cash flow on demand Over 1 year
BRRAE
RHE HERELE 1FARKREX HiB1E
HK$'000 HK$'000 HK$'000 HK$'000
THET THT THT THT
Non-derivative financial FTESRER
liabilities
Trade and bill payables B ERT R EE 86,318 86,318 86,318 -
Other payables H AR 126,580 126,580 126,580 -
Borrowings e 173,393 186,590 154,533 32,057
Due to related companies ENBRERAIRK 256,288 256,288 256,288 -
642,579 655,766 623,719 32,057
Derivative financial liabilities $T££mEE
Derivative financial instruments  #14£ g T A
(on net settlement basis) (IREFHEEE)
~ cash outflow -RendeE 7,588 7,588 7,588 -
Financial guarantees issued: Ffr?% MBER
maximum amounts EREER E(W&%)
guaranteed (note 45) - 43,182 43,182 -




China Haidian Holdings Limited rhEl/SREE AR A 5 156

Notes to the Financial Statements B %33 M5t
For the year ended 31 December 2009 #HE-ZTNF+_-_A=+—HILEFE

43. FINANCIAL RISK MANAGEMENT OBJECTIVES 43, WA# @45 80 H 85 5% 8ok (48)
AND POLICIES (Continued)

43.6Fair value risk 43.6 A EREKE

The fair value of the Group’s current financial assets
and liabilities are not materially different from their
carrying amounts because of the immediate or short
term maturity. The fair values of non-current financial
assets and liabilities were not disclosed because the
carrying values were not materially different from their
fair values.

43.7 Commodity price risk

The Group’s exposure to commodity price risk relates
principally to the market price fluctuation in copper
which can affect the Group’s results of operations.

The Group entered into forward contracts for the
purchase and sale of copper (note 32). All forward
commodity contracts can only be carried out at the
approval of management. In addition, the price range
of the forward commodity contracts was closely
monitored by management.

At 31 December 2009, a reasonably possible
increase/decrease of 30% in commodity price, with
all other variables held constant, would decrease/
increase the Group’s profit after income tax and
retained profits by approximately HK$1,740,000. At
31 December 2008, a reasonably possible increase/
decrease of 30% in commodity price, with all other
variables held constant, would increase/decrease the
Group’s profit after income tax and retained profits by
approximately HK$1,762,000.

43.8 Equity price risk

The Group is exposed to equity price changes arising
from equity investments classified as financial assets
at fair value through profit or loss and available-
for-sale financial assets. Other than unlisted equity
investments held for strategic purposes, all of these
investments are listed.

Decisions to buy or sell financial assets at fair value
through profit or loss are based on daily monitoring
of the performance of individual securities and other
industry indicators, as well as the Group’s liquidity
needs. Listed investments held in the available-for-
sale financial assets are based on their longer term
growth potential and are monitored regularly for
performance against expectations.

AEERBEHMEENRBERAE K
REMAZIE - SR QP EEREE
WEEREER - At - YEREIER
BERMEERABIATE

43.7 B RERER

7K 5% [ Py 0 1 7 qm (B AR R B X 2 B8R
ZHERDER  ZFKBAETE
REBZEERE -

AEBEREERI RSO T

32) FARHEmAENERNEER
EREMACBERTET - 1H - E
PEmaNcBRKEXEEERY

B4 -

RZBEZNF+_A=+—H ' BX
FEEMESESTE  NERERE

EFSTEB0% c AEEZ KRG
TR 18 % F R AR B S R385 m 18 AN 49
1,740,00087C - R=ZZEETN\F+ A
=t+—8 BRFABHMBESTE
M RERAE EF T #30% A
EBZBRATEREER R IREGEF S
A0, R 491,762,000 7T ©

43.8 BRE

AKEARERE D ELSERFER
ANaMHERcEREERAHEE
TREEIBRAREZREZE - [
FERIEB O I EMIRARESIN -
HHEREHE £ °

BEERAFEAAGRNRBE SR/
BEZRENREAERMBENESZ
REAREMEARZARAEE 2R
HESHFREL - AREZRENK
RHREZEBREIRE - AAIHEE
TREEFALMERE  AEHER
BREZRREENATEDY -
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43. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

43.8 Equity price risk (Continued)
The following table indicates the approximate

change in the Group’s profit after income tax and
consolidated equity in response to reasonably
possible changes in the share prices of the listed
investments classified as financial assets at fair value

A3, YO B A PR H B B WO (41)
43.8 PR ERE Bz (&)

TRETDBRRAFER AN
BRZEMEE LMREZBRER
AEERGEEAMFRESBERAH
HESRMEEZ LTREZKREZA
BRI  HAKRBEZRABHREK

through profit or loss and available-for-sale financial
assets to which the Group has significant exposure at

the reporting date.

mA M AR A R E -

2009 2008
= =
Effect on Effect on
other other
comprehensive comprehensive
Effect on income and Effect on income and
profit after to the profit after to the
tax and investment tax and investment
retained revaluation retained revaluation
profits reserve profits reserve
HERB% HHMRE HERHi% HEMEE
HARRE KARRE A RRE WAREZE
HRzEE EBEfREzYE whlzE EfEECTE
HK$’000 HK$'000 HK$'000 HK$'000
TER TER TEL THET
Financial assets at fair value BATEG NEFkEE
through profit or loss: LEBAE:
Increase in share prices of the & Z k(B
listed investments by 30% £#30%
(2008: 30%) (Z22N\E 1 30%) 24,745 - 8,718 -
Decrease in share prices ETRE BB
of the listed investments T30%
by 30% (2008: 30%) (Z2TN\F 1 30%) (24,745) - (8,718) -
Available-for-sale financial AHREESR
assets at fair value: BEATE:
Increase in share price of LA
the listed investment by IR EF30%
30% (2008: 30%) (Z2ZN\E : 30%) - 432,192 - 123,881
Decrease in share price of LFTRE
the listed investment by ZIRET#30%
30% (2008: 30%) (ZZZNE : 30%) - (432,192 - (123,881)
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43. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)
43.9 Fair value measurements recognised in the

statement of financial position — Group
The Group adopted the amendments to

HKFRS 7 Improving Disclosures about Financial
Instruments effective from 1 January 2009. These
amendments introduce a three-level hierarchy for
fair value measurement disclosures and additional
disclosures about the relative reliability of fair value
measurements. The Group has taken advantage
of the transitional provisions in the amendments to
HKFRS 7 and accordingly, no comparatives for the
hierarchy for fair value measurement disclosures have
been presented.

The following table presents financial assets and
liabilities measured at fair value in the statement of
financial position in accordance with the fair value
hierarchy. The hierarchy groups financial assets
and liabilities into three levels based on the relative
reliability of significant inputs used in measuring the
fair value of these financial assets and liabilities. The
fair value hierarchy has the following levels:

—  Level 1: quoted prices (unadjusted) in active
markets for identical assets and liabilities;

—  Level 2: inputs other than quoted prices included
within Level 1 that are observable for the asset
or liability, either directly (i.e. as prices) or
indirectly (i.e. derived form prices); and

— Level 3: inputs for the asset or liability that
are not based on observable market data
(unobservable inputs).

The level in the fair value hierarchy within which the
financial asset or liability is categorised in its entirety is
based on the lowest level of input that is significant to
the fair value measurement.

43, VB R B 4 BI H B B 80K (451)
A3 9N MR RER Z AR EFE -
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AEEBRK_TTNF-HA—BEN
ZEBY R MERNE 7RIS T AN
TR TARE - ZEFIAFENE
BEIAZEAGERBBRTE
EMUAERECRINE - ARE
ERAEBVRRERETHRETA
BRI - At W EE QAP EEE
BERH2WMLBHTF ©

TR ENRE R FERBIR T BEAR
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43. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)

43.9 Fair value measurements recognised in
the statement of financial position — Group
(Continued)

The Group’s financial assets and liabilities measured

at fair value in the statement of financial position are
grouped into the fair value hierarchy as follows:

A3, S R A I H B B BOR ()
439N MR KR 2 X FEHFE -

REE (&)

RUBRAKRBRAFEAEZAEE
TREERBBEIRATRAFERS

2009
—EENE
Level 1 Level 2 Level 3 Total
E—& EH E=R Fo
HK$’000 HK$’000 HK$’000 HK$°000
FET TR FTAERT TR
Assets BE
Available-for-sale financial it ESRHEE
assets
- Listed il 1,440,641 - - 1,440,641
Listed securities designated 272 TF(EET A
at fair value through profit FEEz FES
or loss 82,482 - - 82,482
Total fair values N EAE 1,523,123 - - 1,523,123
Liabilities EE&
Derivative financial PTHESRTA
instruments (816) - - (816)
Total fair values NEERE (816) - - (816)
Net fair values AR EFHE 1,522,307 - - 1,522,307

There have been no significant transfers between
Levels 1 and 2 in the reporting period.

The methods and valuation techniques used for
the purpose of measuring fair value are unchanged
compared to the previous reporting periods.

- Listed instruments

The listed debt and equity instruments are
denominated in HK$ and RMB. Fair values have
been determined by reference to their quoted
bid prices at the reporting date and have been
translated using the spot foreign currency
rates at the end of the reporting period where
appropriate.

BEHRN > F-ANE-_RZELE
ERERE -

AERAFEMABIERFETAA L
— & MEAER -

- EtWmIA
LEHEBRRAZLZABTRA
REE A TFELX2EEERE
AREETE ERERBRER
#E BB ERINEfE R E o
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44. CAPITAL MANAGEMENT

The Group’s capital management objectives are:

(i) to ensure the Group’s ability to continue as a going
concern;

(i) to provide an adequate return to shareholders;
(i) to support the Group’s sustainable growth; and

(iv) to provide capital for the purpose of potential mergers
and acquisitions.

The Group sets the amount of equity capital in proportion
to its overall financing structure. The Group manages
the capital structure and makes adjustments to it in the
light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or
adjust the capital structure, the Group may adjust the
amount dividends paid to shareholders, return capital to
shareholders, issue new shares, or sell assets to reduce
debts.

The capital-to-overall financing ratio at reporting date was
as follows:

44. B

AEBzESEERER

() MERAREREHFELE

(i) AEREREETEERE
(i) XFWAEEFEEER R

(iv) RBEAHIKEBRHES -

AEEREEEEBVGEBRETEAS
B AKEERESAR  YRELER
NERENEREEZRAREBELRAE -
RERFLAFHBERER  AKERGHE
ARRNZRE  ARREDES - %
1T AR & B EPARVE &R

REER  ENEEBREL XN :

2009 2008
—EENF —ET)N\F
HK$’000 HK$’000
FH&xT FET
Capital i

Total equity W1 2,958,266 1,667,647

Overall financing EREmE
Borrowings &g 122,533 173,393
Due to related companies JE{S B BBE R | R R - 256,288
122,533 429,681
Capital-to-overall financing ratio BARREE R Fh A R 24.14 3.88
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45.

FINANCIAL GUARANTEE CONTRACTS
As at 31 December 2009, the Group did not provide any
financial guarantee.

As at 31 December 2008, the Group’s jointly controlled
entity executed guarantees amounting to approximately
HK$43,182,000 with respect to the bank loans to the
joint venturer (note 22). Under the financial guarantees,
the Group’s jointly controlled entity was liable to the
bank if the bank was unable to recover the loan. At 31
December 2008, no provision for the obligations of the
Group’s jointly controlled entity under the guarantee
contract had been made as the directors consider that it
was not probable that the repayments of the loan would
be in default. At 31 December 2008, the outstanding
balance of the bank loans under these financial guarantees
was HK$43,182,000 and this represented the Group’s
maximum exposure under the financial guarantee
contracts.

5. MBWEREH

RZZEZAF+ZA=+—H XEEL
ERETGER -

R_ZFEZENF+_A=+—8 x5£EZ
HRAEHEERETRTEETEREL
& ££4948,182,0008 o 2 FE R (MizE22) ©
BIEZEER @ WRTEEZREER - 8
AEBEZ HRAZEHEERARRITEE - K
—EENF+_A=1+—0 BHRESFR
BAERTAIRTETEEEREML &)
AEBEZ HRZETHEREIERERE L
TZERELREE R NF+=A
=+—H ZEPHERBTZEKERS
IRITE A $42543,182,000/8 7T @ BIARE
BRI S EREG 498 TP S & ARE -
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Five Year Financial Summdﬂ

A B B R

RESULTS E' 3
Year ended 31 December
BZ+-BA=1t—HLEE
2009 2008 2007 2006 2005
ZEENE ZTEN\G ZTTtHE —TERF —TTRE
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
TERT TET THET THT TET
Continuing operations BELEEE
Revenue WA 1,045,714 865,304 576,058 330,774 144,847
Cost of sales SHE R (667,569)  (696,597)  (468,903)  (251,462) (78,713)
Gross profit EF 378,145 168,707 107,155 79,312 66,134
Other income and financial income ~ E U A KRB ILA 25,684 26,798 21,285 14,922 7,821
Selling and distribution expenses HERDHER (156,575) (78,518) (54,708) (45,602) (36,259)
Administrative expenses THER (120,755)  (99,009)  (66,021)  (51,906)  (48,800)
Gain/(Loss) on fair value changes BAFE AR
in financial assets at fair value BlEzerEE
through profit or loss, net NFEEE 2K
(B518) %% 42,234 (36,968) 24,629 38,589 13,335
Net surplus on revaluation of REMESHRABKFE
investment properties 5,102 9,348 10,178 22,031 996
Dividend income from AHESRHEEY
available-for-sale financial assets st ON 8,238 73,624 48,383 - -
Gain on disposal of an ﬁ’%*lﬁ?ﬁﬁ%%”&é
investment property - - 22,853 - -
Finance costs B E R (8,597) (8,637) (7,157) (2,880) -
Share of profit of an associate JEME—FELE A Bl m A 1,877 241 2,212 5,028 -
Profit before income tax B PS54 A& Al 175,353 55,586 108,809 59,494 3,227
Income tax expense FrEBiAx (31,388) (16,082) (7,168) (7,815) (3,362)
Profit/(loss) after income tax from BEQEERBRIERE
continuing operations Al (EE) 143,965 39,504 101,641 51,679 (135)
Discontinued operations BRIEEERK
Profit/(loss) from discontinued BRIEEEERRT
operations (B18) 225,651 251,812 325,566 (29,612) (43,576)
Profit/(loss) for the year REERA/(EE) 369,616 291316 427,207 22,067 (43,711)
Other comprehensive Hit2EBA
income
— Exchange gain on —BMEBINETS TS
translation of financial EE Yl e
statements of foreign
operations 11 2,855 6,318 8,237 6,370
- Change in fair value of AEHESREE
available-for-sale financial AN ZIEL x|
assets 1,027,705 (512,573) 241,797 = =
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X4 ()

Year ended 31 December

BEt-A=1t-BHLEE

2009 2008 2007 2006 2005
ZEZhF ZZTT)N\F ZZ2TtHF ZTTRE —TTAHHE
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
TER TAT FAT FAT FATT
Other comprehensive REEHAM
income for the year 2HEKBA 1,027,716 (509,718) 248,115 8,237 6,370
Total comprehensive REEEM
income for the year WABEE 1,397,332 (218,402) 675,322 30,304 (37,341)
Profit for the year attributable to: U T ATELEREE
Al
Owners of the Company ADREEA 362,561 290,218 427,467 22,347 (43,275)
Minority interest DHR R R 7,055 1,103 (260) (280) (436)
369,616 291,316 427,207 22,067 (43,711)
Total comprehensive BRATEEREE
income for the year 2EBA
attributable to: g
Owners of the Company ARAIERA 1,390,275  (219,642) 675,439 30,497 (36,950)
Minority interest DR R 7,057 1,240 (117) (199) (391)
1,397,332 (218,402) 675,322 30,304 (37,341)
ASSETS, LIABILITIES AND MINORITY %% - fifii X BB 03
INTERESTS
As at 31 December
R+t=A=+—H
2009 2008 2007 2006 2005
“EEhE T N\F ZTT+F —TTRE —TTHF
HK$’000 HK$’000 HK$’000 HK$’000 HK$'000
THERT FTAT FTAT FAT TAT
Total assets BEE 3,481,082 2,408,695 1,685,361 2,077,710 1,546,256
Total liabilities Ba R (522,816)  (736,048)  (469,595) (1,507,072) (1,066,361)
Minority interests DR e (16,482) (7,947) (2,392) (32,703) (20,877)

2,941,784 1,659,700 1,213,374 537,935

459,018
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Schedule of P I‘incipal Investment P r()l;)crti()s

EERBREW MR

31 December 2009 —ZZNF+=—A=+—H

Description Group interest Use Tenure
18 SEER Jizkes FH
Flat B, 21st Floor, Jolly Villa, 100% Residential Medium term
No. 8 Tai Hang Road, x= lease
Hong Kong and Car parking space No. 32 FREAFRAY
on 3rd Floor of the same building

BERIBESRMEI211EBE

KA —EEFAME 2 325K B AL

Industrial Complex, including Dormitories 100% Industrial/ Medium term
In the Sixth Industrial Zone Residential lease
Houjie Town, Dongguan County TIT%/fF=€ FRHEAFE 49
Guangdong Province

The People’s Republic of China (the “PRC”)

REARKEMBE([HE])EREREHES

ERIERIKGEAE(BEES)

2nd Lower Ground Level 100% Commercial Medium term
Jin Hua Building S lease
Yan He South Road FR TR 49
Luohu District, Shenzhen

Guangdong Province

The PRC

HR B BRI T 28 =

AERBEAEE NE_E

Shops at Street Nos. 13, 14 and 15 100% Commercial Medium term
New City Centre Plaza Garden [GHE3 lease
Nos. 459, 461 and 463 HHAAE A9

Xiang Hua Road

Zhuhai City

Guangdong Province

The PRC

HFEERG G

EEHEPRA59 - 461714635

PR TR OEE - EEE13 0 14401558
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