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._ nagemeni Discussion-and Analysis

BUSINESS AND OPERATION REVIEW

Year 2008 is undoubtedly a year that is difficult to forget. The
unprecedented financial tsunami hits most of the industries and
countries. All the three business segments of the Company and its
subsidiaries (the “Group”) are unavoidably adversely affected.

Toy Products Trading

The financial crisis aggravates the ever-tightening orders in toys
industry on a global scale. Revenue generated from toys trading
segment of the Group are HK$103.9 million this year, represented
a decline of 21.9% when compared with last year. The decrease
was noticeably occurred in the second half of the year and primarily
due to orders cutting by two major customers in Japan.
Nevertheless, the Group has successfully secured remarkable orders
shipped to Europe which resulted in certain desirable changes in
the usual geographical mix of revenue. Sales to Japan dropped from
around 70% of the total revenue of toys trading segment to around
50% only this year whilst sales to Europe built up to around one-
third of the total revenue.

In procurement side, costs charged by the Group’s suppliers were
kept at bargained level even though the suppliers themselves were
beaten by escalation in material, labour and operating costs in
Mainland China. Gross profit margin of toys trading business
maintained at around 4.1% this year. However, distribution costs
and administration expenses hanged at a high level due to inflation
and appreciation of Renminbi and a provision on doubtful debts of
HK$1.5 million was made. As a result, toys trading business of the
Group recorded a segment loss of HK$8.3 million.
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Securities Trading and Investments

The Group reactivated securities trading and investment business
in November 2007. Despite that the Group was only engaged at
the nurturing stage and not deeply involved in this section during
the year, loss in an amount of HK$3.7 million was inevitably incurred
in the midst of stock markets slumps. In view of the pessimistic
market sentiments and that the time ahead remains obscure, the
Group decisively suspended its operations in this segment during
the year and did not have any securities held for trading as at 31
December 2008.

Property Agency — Material Acquisition of
Subsidiaries

On 30 April 2008, the Company together with one of its
wholly-owned subsidiary entered into an agreement to acquire from
Mr. Ng Kai Man (“Mr. Ng"”) the equity interests in Consecutive Profits
Limited, Pacific Pointer Limited, Real Clever Profits Limited, Century
21 Hong Kong Limited and Century 21 Limited (collectively,
“C21 Group”), at a consideration of HK$430.0 million
("C21 Acquisition”). C21 Group possesses the exclusive perpetual
right to grant franchise to licensed property agents to operate under
an international brand name “Century 21" in Hong Kong and
Macau and has consistently maintained over 100 sub-franchisees.
C21 Group by itself actively engages and has proven records in the
brokerage and consultancy business in both the primary and
secondary property market in Hong Kong.
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Upon completion of C21 Acquisition on 23 July 2008, Mr. Ng, who
is the founder of C21 Group and a seasoned entrepreneur in the
real estate industry, is appointed as the executive director of the
Company to steer this new business. And the consideration of
HK$430.0 million was settled (i) as to HK$200.0 million in cash; (ii)
by issuing a promissory note in HK$100.0 million (the “PN"); and
(iii) by issuing a convertible note in HK$130.0 million (the “CN").

Property Agency

Similarly, performance of this newly acquired segment was badly
hampered by the economic downturn. Transactions in Hong Kong
property market started its turn from the peak in June 2008. The
outbreak of financial crisis in September, which in turn caused
economic recession, raising of unemployment rate and tightening
of credit facilities, exacerbated the stagnation. Revenue generated
from property agency segment in the five months after the
completion of C21 Acquisition was HK$15.7 million (the aggregate
revenue recorded by the companies in C21 Group for the year ended
31 March 2008 was HK$88.9 million as disclosed in the circular of
the Company dated 28 June 2008).

Facing with the worsening operating environment, the management
has taken a series of measures to withstand the adversity, including
cutting off underperformed branches and resources, streamlining
of manpower and repositioning of marketing strategies.
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Operating loss of the property agency segment for the five months
period was HK$2.9 million (the aggregate profit before taxation
recorded by the companies in C21 Group for the year ended
31 March 2008 was HK$25.0 million as disclosed in the circular of
the Company dated 28 June 2008). Because of the abrupt changes
in the property market since the second half of 2008 and that
recovery from the adversity is still on an unclear path, an impairment
loss on goodwill arising from C21 Acquisition amounted HK$174.0
million was provided. The property agency segment recorded a
substantial loss of HK$176.9 million during the year.

PROSPECTS

Among the segments the Group currently engaged in, the
management considers that property agency segment will rebound
faster and at a greater extent when the economy resumes its
momentum and hence more resources will be directed to property
agency segment in the time to come. As an assertion to reflect
determination in this regard, the name of the Company has been
changed to “21 Holdings Limited” in February 2009. Furthermore,
placing exercises on best effort basis are undergone to raise fund
of up to HK$151.0 million which will be applied, apart from
prepaying the PN so as to lessen the Group’s burden on finance
costs and gearing ratio, to provide additional working capital for
developing the Group’s business when opportunities emerged.
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The Group is posed to stretch its presence in the property market
in Hong Kong by increasing the number of franchisees and the
self-operating branches and active participation in the primary
market, but only when the management considers that timing is
appropriate after careful evaluation on the development in the
economy and the property market. The vast and promising property
market in Mainland China is another focal point of the Group’s
expansion agenda. The Group has already commenced its presence
in Beijing in the first quarter of 2009 through a small scale leasing
project. The management is always observant on profitable
opportunities that will bring attractive returns to the Company and
its shareholders.

Year 2009 is expected to be harsh even though the economies
show modest revival recently. Nonetheless, the management is
devoted and works hard to improve the performance and enhance
the value of the Group.

FINANCIAL REVIEW
Review of Results

The Group recorded a revenue of HK$119.6 million for the year
ended 31 December 2008, being a decline of HK$13.4 million or
10.1% when compared with last year. Gross profit improved by
HK$8.5 million from HK$3.0 million for last year to HK$11.5 million,
principally due to the acquisition of C21 Group during the year,
which has different business nature and cost structure enhanced
the gross profit margin of the Group.
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Mainly caused by the same reason, distribution costs and
administrative expenses of the Group increased by HK$3.4 million
and HK$4.2 million respectively in year 2008. Finance costs of this
year basically comprised of interests accrued for the PN and the CN
issued on 23 July 2008 and amounted to HK$4.5 million, surged
by 3.8 times when compared with last year.

After deducting other operating expenses which solely comprise
of loss on disposals of securities held for trading in HK$4.5 millions,
provision for impairment loss in HK$3.7 million on investment
properties which was acquired by the Group in February 2008 and
provision for impairment loss in HK$174.0 million on goodwill
arising from C21 Acquisition, the Group reported a loss of HK$205.9
million for the year.

Liquidity and Financial Resources

The Group maintained sufficient working capital as at 31 December
2008 with bank balances and cash of HK$11.9 million
(31 December 2007: HK$235.4 million).

The Group has no bank borrowings as at 31 December 2008
(31 December 2007: nil). However, the PN and the CN issued during
the year remained outstanding as at 31 December 2008. The PN
bears interest of 3% per annum and matures on 23 January 2010
whilst the CN bears interest of 2% per annum, matures on 23 July
2011 and carrying rights to convert the outstanding principal
amount into shares of the Company.
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Gearing ratio, express as the percentage of total borrowings over
total capital, of the Group as at 31 December 2008 was 79.4% (31
December 2007: nil). Total capital is calculated as total equity plus
total borrowings. The upsurge in gearing ratio is caused by the
issue of the PN and the CN during the year and the substantial loss
incurred by the Company which resulted in reduction in equity.

Capital Structure

As at 31 December 2008, the Company has 1,251,646,080 shares
of HK$0.125 each in issue. On 12 February 2009, pursuant to a
special resolution passed by the shareholders of the Company, the
Company effected a capital reorganisation (the “Capital
Reorganisation”), which included :—

a.  share consolidation of every twenty shares of HK$0.125 each
into one consolidated share of HK$2.50 each;

b.  capital reduction of the par value of each issued consolidated
share from HK$2.50 to HK$0.01 by cancellation of HK$2.49
of the paid-up capital on each consolidated share; and

c¢.  cancellation of the entire balance in the share premium
account of the Company.

A total of credit of approximately HK$323.9 million was arisen from
the Capital Reorganisation which was applied to eliminate the
accumulated losses of the Company.

anagement.DiscUssion and Analysis
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Furthermore, 130 million new shares of HK$0.01 each were allotted
and issued by the Company on 31 March 2009 pursuant to a share
placing agreement approved by the shareholders of the Company
on 11 February 2009 (the “Share Placing”).

Resulting from the Capital Reorganisation and the Share Placing,
the initial conversion price of the CN HK$0.1375 was adjusted
according to the terms of the CN. Assuming that the CN is fully
converted at the prevailing conversion price of HK$1.366, the
number of new shares of HK$0.01 each to be allotted and issued is
95,168,374.

Charges on Assets

None of the assets of the Group was under charge as at
31 December 2008. As at 31 December 2007, certain financial
assets and bank deposits in HK$19.1 million were pledged to a
bank to secure banking facilities of US$7.0 million, of which no
bank loan had ever been drawn.

Exposure to Exchange Rates

Most of the Group's business transactions, assets and liabilities are
denominated in Hong Kong dollars, United States dollars and Renminbi.
The Group’s exposure to United States dollars currency risk is minimal
as Hong Kong dollars is pegged to United States dollars. Nevertheless,
operations and performances of the Group might be affected by the
fluctuation of Renminbi. Presently, the Group does not have any
currency hedging policy but will closely monitor Renminbi exchange
rate and take appropriate measures to minimise any adverse impact

that may be caused by its fluctuation.
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Contingent Liabilities

The Group has no material contingent liabilities save that a writ of
summons dated 8 October 2004 was filed by Mr. Kwok Chin Wing,
a former director of the Company, against the Company in respect
of the loans due from two former subsidiaries of the Company for
a sum of approximately HK$44.5 million together with accrued
interests thereof (the “Action”).

The Company had already completed discovery of all documentary
evidence and exchange of witness statement and was ready to
proceed with the trial since early 2006. However, Mr. Kwok took
out applications in July 2006 for substantial amendments to his
Re-Re-Amended Statement of Claim and joinder of party to the
Action, both of which were granted by the Court on 19 April 2007.
The Action is now pending the filing of the witness statement by
the newly joined defendant. Recently, Mr. Kwok indicated that
further amendment to his statement of claim would be required. It
is foreseeable that the trail of the Action would be further delayed.

Notwithstanding the contemplated amendments to the Re-Re-Re-
Amended Statement of Claim, the solicitors and counsel acting for
the Company still hold good for their advice previously delivered to
the Company. With the benefit of the advice of the solicitors and
counsel acting for the Company, the directors of the Company
formed the opinion that Mr. Kwok does not have a valid claim
against the Company and therefore it is unlikely to have any material
adverse financial impact on the Group.
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EMPLOYEES

As at 31 December 2008, the Group had 113 employees
(31 December 2007: 8 employees), of which 82 were sales agents
(31 December 2007: nil). The substantial increase in the number of
staff during the year is attributable to the acquisition of C21 Group.

To attract, retain and motivate its employees, the Group has
developed effective remuneration policies that are subject to review
on regular basis. The Group’s employees are remunerated with
competitive packages which are in line with prevailing industry
practice and individual performance. Furthermore, share option and
performance-based bonus scheme are also in place to recognise
the outstanding employees.
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EXECUTIVE DIRECTORS

Mr. Ha Kee Choy, Eugene, aged 52, joined the Company as an executive
director in July 2004 and is also appointed as the director of certain
subsidiaries of the Company. Mr. Ha holds a Master’s degree in business
administration and is a fellow member of the Association of Chartered
Certified Accountants and the Taxation Institute of Hong Kong. Mr. Ha
possesses over 20 years of experience in the finance and banking industry
and acts as director of a number of private and listed companies in Hong
Kong.

Ms. Ma Wai Man, Catherine, aged 43, joined the Company as an
executive director in October 2007 and is also appointed as the director
of certain subsidiaries of the Company. Ms. Ma is a graduate of City
University of Hong Kong, a chartered secretary, a fellow member of the
Association of Chartered Certified Accountants and a member of the Hong
Kong Institute of Certified Public Accountants. Ms. Ma has extensive
management experience in companies with diversified interests ranging
from manufacturing, telecommunications to infrastructure and property
investments. She has previously held executive directorship in a number
of companies listed on local and overseas stock exchanges.

Mr. Ng Kai Man, aged 55, joined the Company as an executive director
in July 2008 and is also appointed as the director of certain subsidiaries of
the Company. Mr. Ng holds a master degree from the London School of
Economics & Political Sciences, University of London in the United Kingdom.
Mr. Ng had held senior positions in Mandarin Property Consultants Limited,
The Chase Manhattan Bank, N.A., World Trade Group and The Bank of
Canton. He possesses extensive experience in real estate industry and is

the founder of Century 21 Hong Kong Limited.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Cheng Yuk Wo, aged 48, joined the Company as an
independent non-executive director in October 2007. He is a fellow
of the Institute of Chartered Accountants in England and Wales
and the Hong Kong Institute of Certified Public Accountants and a
member of the Institute of Chartered Accountants of Ontario,
Canada. He is the proprietor of a certified public accountant practice
in Hong Kong. Mr. Cheng holds a Master of Science (Economics)
degree in Accounting and Finance and a Bachelor of Arts (Honours)
degree in Accounting.

On 29 August 2008, Mr. Cheng resigned as a non-executive director
of Henry Group Holdings Limited. Currently, Mr. Cheng is the
independent non-executive director of Capital Strategic Investment
Limited, Chia Tai Enterprises International Limited, Chong Hing Bank
Limited, Goldbond Group Holdings Limited, HKC (Holdings) Limited
and South China Land Limited, all being public companies listed in
Hong Kong. Mr. Cheng was also an independent non-executive
director of Jessica Publications Limited (now known as Honbridge
Holdings Limited), which is a company listed on The Stock Exchange
of Hong Kong Limited, in the past three years.

Mr. Chui Chi Yun, Robert, aged 52, joined the Company as an
independent non-executive director in July 2004. Mr. Chui holds a
Bachelor’s degree in Commerce (major in Accounting) and is a
practicing Certified Public Accountant in Hong Kong. Mr. Chui is a
fellow member of the Hong Kong Institute of Certified Public
Accountants and the Association of Chartered Certified Accountants
in the United Kingdom.

Ms. Leung Sau Fan, Sylvia, aged 45, joined the Company as an
independent non-executive director in February 2008. She holds a
Bachelor degree from City University of Hong Kong and a Bachelor
of Laws degree from University of London. She has over 10 years’
experience in dealing with listing related and corporate finance
areas. Ms. Leung is currently a director of an established firm of
corporate finance advisers.
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. Corporate Covernance Report

CORPORATE GOVERNANCE PRACTICE

The board of directors of the Company (the “Board”) considers
that good corporate governance is essential for enhancing
accountability and transparency of a company to the investing public
and other stakeholders. Therefore, the Company commits to
maintain high standard corporate governance practices and has
complied with the code provisions set out in the Code on Corporate
Governance Practices (the “CG Code") contained in Appendix 14
to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) throughout
the year ended 31 December 2008 except for the deviations
described in this Corporate Governance Report.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
contained in Appendix 10 to the Listing Rules as its own code of
conduct regarding the directors’ securities transaction. Having made
specific enquiry, all directors confirmed that they fully complied
with the Model Code throughout the year.

BOARD OF DIRECTORS

The Board is vested with the key roles of formulating the Group’s
corporate strategic directions and policies; monitoring the financial
performance and internal control system of the Group and
overseeing the performance of management, who is delegated with
the responsibilities of executing the Board's decision and in-charging
day-to-day operation. In discharging its responsibilities, the Board
meets regularly and acts in good faith, with due diligence and care.

The directors acknowledge their responsibility for preparing the
financial statements of the Company.

On 31 January 2008, Mr. Lai Wing Leung, Peter, due to his own
career and personal commitment, resigned as the independent
non-executive director and member of the audit committee of the
Company and Ms. Leung Sau Fan, Sylvia was appointed on
1 February 2008 to replace Mr. Lai. On 23 July 2008, Mr. Ng Kai
Man was appointed as the executive director of the Company upon
the completion of C21 Acquisition, details of which are disclosed
under the heading “Property Agency — Material Acquisition of
Subsidiaries” in the section “Management Discussion and Analysis”.
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PHEERRSE

The Board currently comprises three executive directors and three
independent non-executive directors, the biographies of whose are
set out on pages 13 to 14 of this annual report. All the directors
are high caliber executives with diversified industry expertise and
bring a wide range of skills and experience to the Group. The
composition of the Board and their respective attendance in the
Board meetings and other committee meetings during the year
ended 31 December 2008 are as follows:

EEERM-RYTESR=RBUIFNTES

B EBESNAFREIZEE14H - 28E
EREBZITRAE - AETRTEZERLA
AEERRSERMELR BE_TTN\F+

SASH—HIEFE  EEEZAREEEER
SECRUREMEERGH MM EED
T

No. of meetings attended/held

HE BITERERE
Regular Audit Remuneration
full board Committee Committee
meetings meetings meeting
ExErE EREEY FMEES
REfEg b=F =f-
Executive directors HITEE
Ha Kee Choy, Eugene BHA 4/4 — 1/1
Ma Wai Man, Catherine FEH 4/4 — —
Ng Kai Man REE
(appointed on 23 July 2008) (RZZEZTNF
tAZ+=HEZE) 2/2 — —
Independent non-executive directors BUHBITESE
Cheng Yuk Wo &L & F0 4/4 2/2 1/1
Chui Chi Yun, Robert EELC 4/4 2/2 1/
Leung Sau Fan, Sylvia R
(appointed on 1 February 2008) (RZZEZTNF
ZA—BEZME) 4/4 2/2 —
Lai Wing Leung, Peter BXR
(resigned on 31 January 2008) (R=ZEZTNF
—A=+—H#&HT — — —
Chairman and Chief Executive Officer FERITHARK
Pursuant to Code A.2.1 of the CG Code, the roles of chairman and BBECETUNFEA2 MG TERITHREFNAER

chief executive officer should be separate and should not be
performed by the same individual.

During the year ended 31 December 2008, there is no specific
designation of chairman in the Board and no chief executive officer
has been appointed. Nevertheless, Mr. Ha Kee Choy, Eugene focuses
on the leadership role in the Board to ensure that the Board works
effectively in discharging its responsibilities and that all key and
appropriate issues are discussed by the Board in a timely manner
whilst Mr. Ng Kai Man (and Ms. Ma Wai Man, Catherine prior to
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the joining of Mr. Ng) takes up the responsibilities of overseeing
the business and operations of the Group. The Board considers
that the segregation of responsibilities among the Board members
meets the requirements under the CG Code.

Non-executive Directors

None of the non-executive directors of the Company is appointed
for specific term which is deviated from Code A.4.1 of the CG
Code. However, as the directors are subject to the retirement by
rotation provisions under the bye-laws of the Company, the Board
considers that sufficient measures have been in place to ensure
that the Company’s corporate governance practices are no less
exacting than the CG Code.

Audit Committee

The Audit Committee comprises three independent non-executive
directors of the Company, namely, Mr. Chui Chi Yun, Robert
(Committee Chairman), Mr. Cheng Yuk Wo and Ms. Leung Sau
Fan, Sylvia (appointed on 1 February 2008). The main role and
functions of the Audit Committee are to review the financial
information of the Company, to oversee the Company’s financial
reporting system and internal control procedure and maintain
relations with the auditors of the Company.

In year 2008, the Audit Committee held two meetings, both were
attended by Mr. Chui Chi Yun, Robert, Mr. Cheng Yuk Wo and Ms.
Leung Sau Fan, Sylvia. During the meetings, the annual results of
the Group for the year ended 31 December 2007 was reviewed
with the auditors of the Company, the report on the internal control
system for year 2007 was evaluated and the interim results of the
Group for the six months ended 30 June 2008 was discussed.

Remuneration Commitiee

The Remuneration Committee of the Company was set up with
key responsibilities of recommending the policy and structure for
remuneration of directors and senior management and determining
the remuneration package of executive directors and senior
management.

The Remuneration Committee composed of Mr. Ha Kee Choy,
Eugene (Committee Chairman), Mr. Cheng Yuk Wo and Mr. Chui
Chi Yun, Robert. The committee member met once in the year ended
31 December 2008 for discussing the remuneration package of
the directors and senior management.
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Nomination of Directors

The Company has not established a nomination committee. The
Board as a whole is responsible for considering and approving the
appointment of its members and will meet to discuss when
nomination of new director(s) is received or when circumstances
require. In considering the suitability of a candidate for directorship,
the Board will take into account the candidate’s qualification,
experience, expertise and knowledge as well as the prevailing
composition, structure and size of the Board and the requirements
under the Listing Rules.

INTERNAL CONTROLS

The Board acknowledges that an effective internal control system
which is designed to monitor and response appropriately to
significant risk, to safeguard assets, to provide reasonable assurance
from fraud and errors and to ensure compliance of applicable law
and regulations is essential for effective and efficient operations of
a company. Furthermore, the internal control system is designed to
manage rather than eliminate the risk of failure and can only provide
reasonable and not absolute assurance against material
misstatement or loss.

The Group has in place an effective internal control system which
encompasses sound control environment, appropriate segregation
of duties, well-defined policies and procedures, close monitoring
and is reviewed and enhanced by the management at regular
intervals.

The Board, with the assistance of the management, has conducted
a review on the effectiveness of the internal control system and, in
particular, two key business cycles of a newly acquired business
segment was reviewed for the year ended 31 December 2008. Based
on the report on the findings which include recommendations for
further improvement, the directors were satisfied that the Group
has operated an effective internal control system during the year
under review.

AUDITORS’ REMUNERATION

During the year ended 31 December 2008, remuneration in respect
of audit and non-audit services provided by the auditors of the
Company to the Group are approximately HK$730,000
(2007: HK$450,000) and HK$261,000 (2006: HK$590,000)
respectively.
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The directors present their annual report together with the audited
financial statements of the Company and its subsidiaries (the
“Group”) for the year ended 31 December 2008.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and its subsidiaries
are principally engaged in trading of toy, gift and premium products
and securities trading and investments. During the year, the Group
commenced its business in provision of property agency and related
services by acquiring C21 Group, details of which are disclosed in
the section “Connected Transaction” in this Directors’ Report.

Details of the activities of the subsidiaries are set out in note 16 to
the financial statements. An analysis of revenue and results by
principal activities and geographical locations of the Group are set
out in note 7 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2008 are
set out in the consolidated income statement on page 30.

The directors do not recommend the payment of a dividend for the
year.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group during the year are set out in note 14 to the financial
statements.

SHARE CAPITAL

Details of the movements in share capital of the Company during
the year are set out in note 26 to the financial statements.

RESERVES

Movements in the reserves of the Group and the Company during
the year are set out in the consolidated statement of changes in
equity on page 34 and note 27 to the financial statements
respectively.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any of the Company’s listed
securities.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
bye-laws (the “Bye-laws”) or the laws of Bermuda which would
oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

DIRECTORS

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

Executive Directors

Mr. Ha Kee Choy, Eugene
Ms. Ma Wai Man, Catherine
Mr. Ng Kai Man (appointed on 23 July 2008)

Independent Non-executive Directors

Mr. Cheng Yuk Wo

Mr. Chui Chi Yun, Robert

Ms. Leung Sau Fan, Sylvia (appointed on 1 February 2008)
Mr. Lai Wing Leung, Peter (resigned on 31 January 2008)

In accordance with Bye-law 102(B) of the Bye-laws, Mr. Ng Kai
Man, who was appointed by the Board after the annual general
meeting held by the Company in year 2008, shall hold office until
the next annual general meeting and, being eligible, offer himself
for re-election. The Directors retiring by rotation in accordance with
Bye-law 99 of the Bye-laws are Mr. Chui Chi Yun, Robert and
Ms. Leung Sau Fan, Sylvia. Mr. Chui Chi Yun, Robert will, being
eligible, offer himself for re-election at the forthcoming annual
general meeting whilst Ms. Leung Sau Fun, Sylvia has informed the
Board of her intention of not seeking re-election in order to devote

_more time and effort to her own career.
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The directors proposed for re-election at the forthcoming annual
general meeting do not have any service contract which is not
determinable by the Company within one year without payment
of compensation (other than statutory compensation).

The non-executive directors are subject to retirement by rotation in
accordance with the Bye-laws.

The Company has received from each of the independent
non-executive directors an annual confirmation of independence
pursuant to Rule 3.13 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
and considers all of the independent non-executive directors are
independent.

DIRECTORS’ INTEREST IN SECURITIES

As at 31 December 2008, the interests and short positions of the
directors and chief executive of the Company and their associates
in the shares, underlying shares and debentures of the Company
and its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance (the “SFO")) were as follows:

Long positions in the ordinary shares of HK$0.125 each of the
Company (the “Shares”)

Directors’ [keport
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Approximate

Number of percentage of
Name of Directors Capacity underlying Shares shareholding
EEng E40) HERGEE BARET DL
Ng Kai Man (“Mr. Ng”) Beneficial owner 945,454,545 75.54%
(notes 1 & 2)
REER(TR%E]D EmEEA (M5EE1%2)
Notes: B 5E
1. Being the number of Shares issuable to Mr. Ng pursuant to a 1. ERBAARMRCERITZAIRKRER - 1J#

convertible note issued by the Company to Mr. Ng. Details of the
convertible note are disclosed in note 24(b) to the financial
statements; and

2. Following the Share Consolidation (as described in note 38(a) to the
financial statements) and the completion of the first tranche of the
Share Placing (as described in note 38(b) to the financial statements),
the number of shares issuable pursuant to the convertible note held
by Mr. Ng was adjusted to 95,168,374.
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Save as disclosed above, as at 31 December 2008, none of the
directors or chief executive of the Company or any of their associates
had any interests or short positions in the shares, underlying share
and debentures of the Company or any of its associated
corporations as recorded in the register required to be kept by the
Company under Section 352 of 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”) as
set out in Appendix 10 to the Listing Rules.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed in the section “Connected Transaction” of this
Directors’ Report, at no time during the year was the Company or
any of its subsidiaries a party to any arrangement to enable the
directors of the Company to acquire benefits by means of the
acquisition of shares in, or debenture of, the Company or any other
body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Save as disclosed in note 33 to the financial statements and the
section “Connected Transaction” of this Directors’ Report, no
contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.
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DIRECTORS’ INTEREST IN COMPETING BUSINESS

Interests of the directors in competing businesses to the Group as
at 31 December 2008 required to be disclosed pursuant to Rule

8.10 of the Listing Rules were set out as below:—
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Nature of
Name of Director Name of entity competing business Nature of interest
EEpR BEREE BMEXEBME ERME
Ng Kai Man Century 21 Best provision of agency director and shareholder
REE Mortgage Limited services for mortgage

a2 VR BEMEER A A

Century 21 Singapore
Holdings Pte Limited

Century 21 Real
Estate of Taiwan Ltd.

A TEEMNELRL
Betn BER A A

Save as disclosed above, none of the directors was interested in
any business, apart from the business of the Group, which competes
or is likely to compete, either directly or indirectly, with the business

of the Group.

financing

RILBRE R IR R

provision of franchise
and property agency
services in Singapore
PR IR AR AL AP AR i I
MR R

provision of franchise
and property agency
services in Taiwan

R R TS R
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B EXREEIN
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director and shareholder
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director and shareholder
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CONNECTED TRANSACTION

On 30 April 2008, the Company together with its wholly-owned
subsidiary, Kingbox Investments Limited (“Kingbox”), entered into
an agreement to acquire from Mr. Ng the equity interests in
Consecutive Profits Limited, Pacific Pointer Limited, Real Clever
Profits Limited, Century 21 Hong Kong Limited and Century
21 Limited (collectively, “C21 Group”), at a consideration of HK$430
million (“C21 Acquisition”). The consideration was satisfied (i) as
to HK$200 million in cash; (ii) as to HK$100 million by Kingbox
issuing a promissory note; and (iii) as to HK$130 million by the
Company issuing a convertible note. Details of the transaction are
set out in the circular of the Company dated 28 June 2008 and the
terms of the promissory note and convertible note are set out in
note 23 and note 24(b) to the financial statement respectively.

C21 Acquisition constituted a very substantial acquisition for the
Company. For the reason that Mr. Ng is a brother of a director of a
subsidiary of the Company, C21 Acquisition also constituted a
connected transaction for the Company under the Listing Rules
and was approved by the independent shareholders of the Company
in a special general meeting held on 14 July 2008.

Completion of C21 Acquisition took place on 23 July 2008, upon
which C21 Group becomes a wholly-owned sub-group of the
Company, which is specialised in provision of property agency and
related services. On the same date, Mr. Ng was appointed as the
executive director of the Company to oversee the business and
operation of the Group.

As at 31 December 2008, the principal amount of the convertible

note has not been converted into Shares and remained as HK$130
million.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2008, the interests and short positions of those
persons (other than the directors or chief executive of the Company)
in the shares and underlying shares of the Company as recorded in
the register required to be kept by the Company under Section
336 of the SFO were as follows:

Directors’ {cport
ESEWE

FERR

RZZBEZENF+ZA=1+—H ' BEEARAIREE
HREIEEOIE36KFE 2Bl - MTALT
(RABEFRITREEBIN REARAR 2GR
AR ZER AW

Long positions in the Shares NS =y
Approximate
Number of percentage of
Name of shareholders Capacity Shares held shareholding
RERMEA Eg0) FEROEAE BMAOREEIL
Advance Tech Limited Beneficial owner 115,579,200 9.23%
(note 2)
EmEA A GEM)
Macau Prime Management Interest of controlled 115,579,200 9.23%
Group Limited corporation (notes 1 & 2)
REtEE s (P %1 % 2)
ITC Properties Group Limited Interest of controlled 115,579,200 9.23%
corporation (notes 1 & 2)
EHMESEER AT REGEEZ #a (B 1%2)
Notes: B 5T
1. Advance Tech Limited is a company wholly-owned by Macau Prime 1. Advance Tech LimitedJyEH Macau Prime

Management Group Limited, the entire share capital of which is held
by ITC Properties Group Limited. Therefore, both Macau Prime
Management Group Limited and ITC Properties Group Limited are
deemed to be interested in 115,579,200 Shares held by Advance
Tech Limited; and

2. Upon the Share Consolidation (as described in note 38(a) to the
financial statements) became effective, 115,579,200 Shares were
consolidated into 5,778,960 consolidated shares.

Management Group Limited (X & & 2 #4TA A A
EEMESREERARIEA)FEA o At - Macau
Prime Management Group Limited [z 12 ¥ i & &
& 5 BR A 15 B Advance Tech Limited BT
B.2115,579, 2000l F A=+ K&

2. RBRDA B (RIS RERMI sE38(a) i) £k -
115,579,200/% f& 17 & B 55,778,96008 & I
% o

—TT \FEH 21EHEEEE’2\‘:%
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Directors’ [kcport
ESEWE

Save as disclosed above, as at 31 December 2008, the Company
has not been notified of any interests or short positions in the shares
or underlying shares of the Company representing five percent or
more in the issued share capital of the Company and recorded in
the register required to be kept by the Company under Section
336 of the SFO.

SHARE OPTIONS

Particulars of the share option scheme of the Company are set out
in note 28 to the financial statements. There were no outstanding
share options at 1 January 2008 and 31 December 2008 and no
share options were granted, exercised, cancelled or lapsed during
the year ended 31 December 2008.

MAJOR CUSTOMERS AND SUPPLIERS

The percentage of purchases of the Group attributable to the largest
supplier and the five largest suppliers combined are 57.1% and
89.4% respectively.

The percentage of turnover of the Group attributable to the largest
customer and the five largest customers combined are 27.3% and
71.3% respectively.

None of the directors, their associates or shareholders (which to
the knowledge of the directors own more than 5% of the
Company’s share capital) had any interest in the five major suppliers
or customers of the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the directors, as at the date of this
report the Company has maintained sufficient public float as
required under the Listing Rules.

POST BALANCE SHEET EVENTS

Details of significant events occurring after the balance sheet date
are set out in note 38 to the financial statements.
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AUDITORS

Moores Rowland Mazars were appointed as auditors of the
Company in January 2007 to fill the casual vacancy following the
resignation of Deloitte Touche Tohmatsu. Moores Rowland Mazars
have changed their name to Moores Rowland on 1 June 2007 and
combined their practice with Grant Thornton.

A resolution will be submitted at the forthcoming annual general
meeting of the Company to re-appoint Grant Thornton as auditors
of the Company.

On behalf of the Board
Ng Kai Man
Executive Director

Hong Kong, 22 April 2009
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IndependeniAudmwsDepoﬁ_

TN Az S A RS

&Y GrantThornton
¥

To the members of 21 Holdings Limited
(formerly known as GFT Holdings Limited)
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of 21
Holdings Limited (formerly known as GFT Holdings Limited) (the
“Company”) set out on pages 30 to 119, which comprise the
consolidated and company balance sheets as at 31 December 2008,
and the consolidated income statement, the consolidated statement
of changes in equity and the consolidated cash flow statement for
the year then ended, and a summary of significant accounting
policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation
and the true and fair presentation of these financial statements in
accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and
the 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, in accordance with section 90 of the Bermuda
Companies Act 1981, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

21 Holdings Limited  Annual Report 2008

B analw o Ui Theren hibresl ca L

B21EZERARLQA
(FIBEHREZERARAT)
(REREETMALZHRA])

EERE

TIZEANE ST EZH N E30BEF 1198 2211%
REBRAR (AIEELEZERERAR) ([EA
Al 2 EMB®RE HPBRER_TTN\F+
ZAZTt+—BZEAERAREEARBR  UWRE
EZAEFEZRAGKREER  GARZEHRK
GEBeRER  ULKTFZEeztBRERBEREAM
Bt EERIE ©

EERUBHRRAFENSSE

E’“Tﬁ%? BERBEAESHMOGRMHZE
BB mEEREE D BGRD 2R ERE RS
&Efﬁﬁﬁ?ﬂ’iﬂi&%&%ﬁﬂ%i&% I EEBRRE

Hef - Bt @R ERRLEEM A V5%
EMBMREMZ NEPERE - UEZFRHREK
PEEBRRKFFRERMEBBZ BRI
BENMEMREE ZEFRE  RARBRELS
Bz gstfhEt e

=D 2 E1E

AZBE 2 EERRBEBER TIE 2 EREZER
BHREABERER - YRBRAERE-NAN\—F2F
EROFENBBRRBEAZBEMZER - M
MMEEMARE - ARBEB TR A REATY
EAEMATBREIAETAEL -



- Independent Auditors’ Report

AUDITORS’ RESPONSIBILITY (Continued)

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

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

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

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 2008 and of the Group’s loss 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
13th Floor, Gloucester Tower
The Landmark

15 Queen’s Road Central
Hong Kong

22 April 2009
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

2008 2007
—EENE —EE+F
Notes HK$'000 HK$'000
Bt &E BT T BT T
Revenue &= 5 119,586 132,987
Cost of sales & AR (108,072) (129,977)
Gross profit EF 11,514 3,010
Other income E A 6 2,093 2,061
Gain on disposal of subsidiaries HEHRB AR WS 30 — 20,413
Distribution costs o EHA AN (6,762) (3,379)
Administrative expenses TR X (26,176) (21,985)
Loss on assignment of an amount HENB AR RFEE
due from a subsidiary upon disposal & UFKIB Z k518 — (68,559)
Provision for impairment loss FEZBEEERE
on goodwill (173,960) (4,201)
Provision for impairment loss WEYEZ REBEREE
on investment properties (3,656) —
Other operating expenses H A B (4,464) (1,219)
Finance costs %5 A 8 (4,526) (940)
Loss before income tax BRET SR A E B 9 (205,937) (74,799)
Income tax credit/(expense) FrisfiEe, (FAx) 10 77 (171)
Loss for the year rEEEE (205,860) (74,970)
Attributable to: Fih
Equity holders of the Company AAFIREREA 11 (205,860) (73,579)
Minority interests DB R S — (1,391)
Loss for the year EEEEIE (205,860) (74,970)
HK$ HK$
BT oke e
(restated)
(&%)
Loss per share for loss attributable "2 FREFHE A
to the equity holders of the BiEEAFEEEE
Company during the year ZBRER 12
Basic R (3.29) (3.30)
_Diluted B8 N/ATIE A N/AT3E

'ﬂi:' 30 21 Holdings Limited Annual Report 2008



Consolidated Balonce Sheet
mEeEBEAREXR

NNy =i
As at 31 December 2008 R-ZZEN\F+_-_A=+—H

2008 2007
—EENFE —EEF
Notes HK$’000 HK$'000
M aE BT T BT
ASSETS AND LIABILITIES EEREE
Non-current assets ERBEE
Property, plant and equipment Wz - BB &E 14 533 155
Investment properties REYE 15 14,482 —
Goodwill mE 17 256,000 —
271,015 155
Current assets RBEE
Trade and other receivables P LS R R I L A i M R IR 18 27,008 15,546
Financial assets at fair value BAFEFAEBRZEZ
through profit or loss MG EE 19 — 11,339
Bank balances and cash RITEHR MRS 20 11,888 235,437
Tax recoverable EIqER A — 231
38,896 262,553
Current liabilities REEE
Trade and other payables JE A BR 3R B L M A SRIE 21 31,149 15,074
Amount due to a director I —REEHIE 22 862 —
Provision for tax THIERE S 4,095 —
36,106 15,074
Net current assets RBEETRE 2,790 247,479
Total assets less current liabilities ZEEZAFERABERS 273,805 247,634
Non-current liabilities ERBEE
Promissory note EHER 23 100,000 —
Convertible notes B e 24 117,352 —
217,352 —
Net assets EEFE 56,453 247,634

—TT \FEH zwgﬂﬁ*ﬁ-ﬁafa&ﬂ
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Consolidated Balance Sheet

=IPAN
AR A

BERER

As at 31 December 2008 R-_ZEZEN\F+_-_A=+—H

EQUITY

Equity attributable to equity
holders of the Company

Share capital

Reserves

Total equity

On behalf of the Board

RS

RRATRERFEA
bR

PR

Gl

ERAHE

Ha Kee Choy, Eugene

BHEHF
Director

EF

L EY)
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2008 2007
—EZN\F —TELF
Notes HK$'000 HK$'000
k53 BETT BT T
26 156,456 156,456
(100,003) 91,178
56,453 247,634
RREFE
Ng Kai Man
KRR
Director
EE



Balance Snhecet
BEBER

As at 31 December 2008 R-ZZEN\F+_-_A=+—H

ASSETS AND LIABILITIES

Non-current asset
Interest in subsidiaries

Current assets
Amounts due from subsidiaries

Other receivables
Bank balances and cash

Current liability
Other payables

Net current assets

Total assets less current liability

Non-current liability
Convertible notes

Net assets
EQUITY
Share capital
Reserves

Total equity

On behalf of the Board

BEERGEHE

FRBEE
(Ri=PNGIE: 5

hBEE
R M5 B 18§ 2 B SRR

H fth & Y 3R IR
RITHEBR LIRS

RBAEE
Hfth & 5RIR

RBEERE

EERBERRBAEE

FRBEE
AR RE

BERE
s
EEEN
fE

ERAHE

Ha Kee Choy, Eugene

EHF
Director

EFE

2008 2007
—EBENFE —ET+F
Notes HK$°000 HK$'000
(= BET T BT
16 1 1
16 170,733 242,361
18 226 627
20 5,105 19,307
176,064 262,295
21 2,046 1,745
174,018 260,550
174,019 260,551
24 117,352 —
56,667 260,551
26 156,456 156,456
27 (99,789) 104,095
56,667 260,551
RREFE
Ng Kai Man
KRR
Director
EFE

—TT \FEH zwﬂﬁﬁﬁafa&]
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Consolidated Statfement of Chdn

S YES

For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

Equity attributable to equity holders of the Company

RARRESEARLRE
Convertible
Share notes
Share Share Capital options equity Translation Accumulated Minority Total
capital  premium*  reserve*  reserve*  reserve*  reserve* losses*  Sub-total interest equity
TERES SHRR
R ROGEE+ EARf BRERFE EERE  ERRR  RhEE it BE  ERAE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
ASfr  AETr  AETr  A%Tr  A%Tn  B%Tn  AETx  EETn ABTn E%Tx
At 1 January 2007 RZZE5+E-f-H 19,536 48,848 2,099 — - 3,109 (5,440) 68,152 1,462 69,614
Released on disposal of subsidiaries ~ HEMBAREER - - - - - (3,109) - (3,109) (71) (3,180)
Loss for the year rEEER - - - - - — (13519 (13579) (1391 (74970)
Total recognised income and TERRRRNE
expenses for the year &g - - - - - (3109 (73579 (76,689) (1462 (78,150)
Issue of shares upon REERNMES
placement of shares k3 10,250 32,710 - - - - - 42,960 - 42,960
Equity settled share-based NERRATARS
payment transactions - - - 2,82 - - - 2,282 - 2,282
Issue of shares upon exercise of RAPERENET
share options ki3 828 6,086 - (2,282) — - - 4632 - 4,632
Issue of the 2009 Convertible Notes ~~ %17-2F %
(Note 24) AARES (W) - - - - 4361 - - 4361 - 4,361
Issue of shares upon conversion of REB-EENE
the 2009 Convertible Notes TAREEMETIRG 8,500 26,032 - - (4,361) - - 30171 - 30,171
Rights issue ik 17,342 61,017 - - - - - 178,359 - 178,359
Share issue expense R%7ER - (6,595) - - - - - (6,595) - (6,595)
At 31 December 2007 and RZETHE
1 January 2008 tZA=+-8k
“ZZ\5-A-H 156,456 168,098 2,09 - — - (79,019) 247,634 - 247,634
Loss for the year rEEER - - - - - —  (205,860)  (205,860) —  (205,860)
Total recognised income and TERERANT
expenses for the year &g - - - - - —  (205860)  (205,860) — (205,860)
Issue of the 2011 Convertible Notes 7= ——%
(Note 24) AARES (W) - - - - 14,679 - - 14,679 - 14,679
At 31 December 2008 RZBENE
+ZAZt+-B 156,456 168,098 2,099 - 14,679 - (284,879) 56,453 - 56,453
* These reserve accounts comprise the Group's reserves of ZEREBEREEAERTGAEERBER ZEA

HK$100,003,000 in deficit (2007: HK$91,178,000 in surplus) in the
consolidated balance sheet.

EE100,003,000C (ZEE+HF : R BK
91,178,0007T) °

@34
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For the year ended 31 December 2008 #HZE

Notes

k=3

N =
selRenRER
—EE A= l-AILAE

Cash flows from operating activities
Loss before income tax
Adjustments for:
Depreciation of property,
plant and equipment
Provision for impairment loss on
trade receivables
Provision for impairment loss
on goodwill
Provision for impairment loss
on investment properties
Loss on assignment of an amount
due from a subsidiary upon disposal
Equity settled share-based transactions
Loss on disposal of financial assets at fair
value through profit or loss
Loss on disposal of property, plant and
equipment
Gain on disposal of subsidiaries
Amortisation of prepaid lease payments
Interest expenses
Interest income

Operating loss before working
capital changes
Increase in inventories
Decrease/(Increase) in financial assets at
fair value through profit or loss
Decrease in trade and other receivables
Increase in amount due to a director
(Decrease)/Increase in trade and
other payables

Cash used in operations
Income taxes refund
Interest paid

Net cash used in operating activities

RETHFBRERE

BrRET{S TRl BB

RTISEAE -

I E e
e

FEWBER 2
WEEERE

e REBEERE

REMRZ REBERRE

HEMBARREE
FEAFR 2 1R
NHESEN XN 5
HERDFER ARRR
ZHBEE R

HENE - BE R
‘B ZBR
HEME AR KE
ANEEFREE
ME3
FEKA

EEESEHAL
REBR
FHEIEM

BN FER ARRR
ZHBEERD /(M)
B B K e A B MR TR
FERNESFREM

A R R e B A B A

TR (RA)

=D

ReXBRBRARET
BERMEH
EAHE

REEHMPRAZH TR

2008 2007
S8 . =
HKS$'000 HK$'000
BETR BETT
(205,937) (74,799)
617 1,901
1,685 —
173,960 4,201
3,656 —

— 68,559

— 2,282

4,464 —
21 62
— (20,413)

— 63

4,526 940
(1,990) (1,470)
(18,998) (18,674)
— (2,289)

6,875 (11,339)
3,406 3,285
862 —
(4,202) 1,082
(12,057) (27,935)
231 114

(10) (314)
(11,836) (28,135)

—TT \FEH u%&ﬁmﬁ%
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Consolidated Cash Flow Statement
meEReMER

For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

2008 2007

St —ERLE

Notes HK$'000 HK$'000
L BT BT

Cash flows from investing activities REFEHFEBZEERE

Interest received BUFIE 1,990 1,470
Purchase of property, plant and equipment BB E¥% - BE &% (15,961) (44)
Deposit paid for acquisition of property, BEWE « E K&

plant and equipment ZERT2 — (2,657)
Acquisition of subsidiaries, net of cash WEEHMELR - HRERRS

and cash equivalents acquired kReEE 29 (197,742) —
Net cash outflow from disposal of HEWBRBEBEEZ

subsidiaries Rent#sE 30 — (4,279)
Net cash used in investing activities BEEHMEA 2R 2FHE (211,713) (5,510)

Cash flows from financing activities BEZBHFE2EERE

Net proceeds from issue of new shares 1T {7 FT15 T F 58 — 221,319
Issue of shares on exercise of share HIT0 R R i 21T R 19

options — 4,632
Proceeds from issue of convertible notes  #1T Al % Z & FT{S 2UA — 34,000
Share issue expenses B 21T E A — (6,595)
Proceeds from new interest-bearing MG B EEMBRE

borrowings — 9,200
Interest element paid on obligations ERNRMEREEHK

under finance leases MEHLH — (94)
Repayment of obligations under EBEREMERD

finance leases — (587)
Net cash from financing activities BETHME RS FHE — 261,875

Net (decrease)/increase in cash and HeLRBReEEE

cash equivalents Z (B2 /BmEeE (223,549) 228,230
Cash and cash equivalents at FHzEeRBEEE

beginning of year 235,437 7,207
Cash and cash equivalents at FRZHSRELEZE

end of year, represented by HERBRTEBREES

bank balances and cash 11,888 235,437

@35 21 Holdings Limited  Annual Report 2008
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aNotes 1o the Financial Statfements

BT 15 R R M ot

For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

GENERAL INFORMATION

21 Holdings Limited (the “Company”) is a limited liability
company incorporated in Bermuda and its shares are listed
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The address of the Company’s registered office
is Canon’s Court, 22 Victoria Street, Hamilton HM 12,
Bermuda and its principal place of business is 10/F, 88
Gloucester Road, Wanchai, Hong Kong.

Pursuant to a special resolution passed by the shareholders
of the Company on 11 February 2009, the Company’s name
was changed from “GFT Holdings Limited” to “21 Holdings
Limited” with effect from 24 February 2009.

The principal activities of the Company and its subsidiaries
(the "Group”) are trading of toy, gift and premiums products,
securities trading and investments and provision of property
agency and related services.

These financial statements on pages 30 to 119 have been
prepared in accordance Hong Kong Financial Reporting
Standards (“HKFRSs”), which collective term includes all
applicable individual Hong Kong Financial Reporting Standards
("HKFRS"), Hong Kong Accounting Standards ("HKAS") and
Interpretations (“Int”) issued by Hong Kong Institute of
Certified Public Accountants (“HKICPA"”). The financial
statements also include the 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 for the year ended 31 December
2008 were approved for issue by the board of directors on
22 April 2009.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

2,

ADOPTION OF NEW OR AMENDED HKFRSs

In the current year, the Group has adopted and applied all

the 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 2008.

The adoption of the New HKFRSs had no material impact on

how the results and financial position for the current and

prior periods have been prepared and presented. Accordingly,

no prior period adjustment is required.

At the date of authorisation of these financial statements,

the following new and amended HKFRSs have been published

but are not yet effective, and have not been adopted early by

the Group.

HKAS 1 (Revised)

HKAS 23 (Revised)

HKAS 27 (Revised)

HKAS 32, HKAS 39 &
HKFRS 7 (Amendments)

HKAS 39 (Amendment)

HKFRS 1 & HKAS 27
(Amendments)

HKFRS 1 (Revised)

HKFRS 2 (Amendment)
HKFRS 3 (Revised)
HKFRS 7 (Amendment)
HKFRS 8
HK(IFRIC) — Int 2
(Amendment)
HK(IFRIC) — Int 9 and
HKAS 39 (Amendments)
HK(IFRIC) — Int 13
HK(IFRIC) — Int 15
HK(IFRIC) — Int 16
HK(IFRIC) — Int 17
HK(IFRIC) — Int 18

Various

Presentation of Financial Statements'

Borrowing Costs'

Consolidated and Separate Financial Statements?

Puttable Financial Instruments and Obligations Arising
on Liquidation'

Eligible Hedge Items?

Cost of an Investment in a Subsidiary, Jointly
Controlled Entity or an Associate'

First-time Adoption of Hong Kong Financial Reporting
Standards?

Share-based Payment — Vesting Conditions and
Cancellations'

Business Combinations?

Improving Disclosures about Financial Instruments '

Operating Segments’

Members' Shares in Co-operative Entities and
Similar Instruments '

Reassessment of Embedded Derivatives ®

Customer Loyalty Programmes>

Agreements for the Construction of Real Estate’
Hedges of a Net Investment in a Foreign Operation
Distributions of Non-cash Assets to Owners?

Transfer of Assets from Customers®

Annual Improvements to HKFRS 20087
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For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

! Effective for annual periods beginning on or after 1 January

2009
2 Effective for annual periods beginning on or after 1 July 2009
3 Effective for annual periods beginning on or after 1 July 2008
4 Effective for annual periods beginning on or after 1 October
2008
° Effective for annual periods ending on or after 30 June 2009
6 Effective for transfers of assets from customers received on or
after 1 July 2009
7 Generally effective for annual periods beginning on or after 1

January 2009 unless otherwise stated in the specific HKFRS

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.

Among these new standards and interpretations, HKAS 1
(Revised) “Presentation of Financial Statements” is expected
to materially change the presentation of the Group’s financial
statements. The amendments affect the presentation of owner
changes in equity and introduce a statement of comprehensive
income. The Group will have the option of presenting items
of income and expenses and components of other
comprehensive income either in a single statement of
comprehensive income with subtotals, or in two separate
statements (a separate income statement followed by a
statement of comprehensive income). The amendment does
not affect the financial position or results of the Group but
will give rise to additional disclosures.

In addition, HKFRS 8 “Operating Segments” may result in
new or amended disclosures. The directors of the Company
are in the process of identifying reportable operating segments
as defined in HKFRS 8.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

2,

ADOPTION OF NEW OR AMENDED HKFRSs
(Continued)

The directors of the Company are currently assessing the

impact of other new and amended HKFRSs upon initial

application. So far, the directors of the Company have

preliminarily concluded that the initial application of these

HKFRSs is unlikely to have a significant impact on the Group’s

results and financial position.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1

3.2

Basis of preparation

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

The financial statements have been prepared on the
historical cost basis except for financial assets at fair
value through profit or loss which are stated at fair
values. The measurement bases are fully described in
the accounting policies below.

It should be noted that accounting estimates and
assumptions are used in preparation of the financial
statements. Although these estimates are based on
management’s best knowledge and judgement of
current events and actions, actual results may ultimately
differ from those estimates. The 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.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
(see note 3.3 below) made up to 31 December each
year.
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For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. F=ESTHEME @

POLICIES (Continued)

3.3 Subsidiaries 3.3 HEBAR

Subsidiaries are entities over which the Group has the
power to control the financial and operating policies so
as to obtain benefits from their activities. The existence
and effect of potential voting rights that are currently
exercisable or convertible are considered when assessing
whether the Group controls another entity. Subsidiaries
are consolidated from the date on which control is
transferred to the Group. They are excluded from
consolidation from the date that control ceases.

Business combinations (other than for combining entities
under common control) are accounted for by applying
the purchase method. This involves the 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, the assets and

S /B 2 B A A S B A R I L B 7% K%
LERRNER  BUEERBTE
Bfes - AR ASERLEH S —
ERE - 2T ERAAITESKA S

BERRRZGERTZE -HEBR
AERHEEEEAKEE BERAA
fR - EENBEKRLEZARELESEA
i o

XAt (TERAaRARRHZE
B) DRABWIBEANRR - B RibEt
KRB B AR ZMAE A HRE
ENBE(BRENBRABZRARE)
ZRVHE THEEFEERBBREK
BRAREGCEMBRAR ZHBHRERA
fRo-MBARZEERABRYILHE
RBERAFEINAGABEEREBER -

liabilities of the subsidiary are included in the MIBEAREE 2 G5TIE - A TFETR
consolidated balance sheet at their fair values, which FRIERH BT E 2 B2 o

are also used as the bases for subsequent measurement

in accordance with the Group’s accounting policies.

Intra-group transactions, balances and unrealised gains SEARAIRZRG « BHRERFH 2
on transactions between group companies are RERRENRERUGEVBRERET

eliminated in preparing the consolidated financial
statements. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of
the asset transferred.

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

Minority interest represents the portion of the profit or
loss and net assets of a subsidiary attributable to equity
interests that are not owned by the Group and are not
the Group’s financial liabilities.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.3

3.4

Subsidiaries (Continued)

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

Foreign currency translation

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

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated into
the functional currency of the individual entity using
the exchange rates prevailing at the dates of the
transactions. At balance sheet date, monetary assets
and liabilities denominated in foreign currencies are
translated at the foreign exchange rates ruling at the
balance sheet date. Foreign exchange gains and losses
resulting from the settlement of such transactions and
from the balance sheet date retranslation of monetary
assets and liabilities are recognised in the income
statement.
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aNotes 1o the Financial Statfements

For the year ended 31 December 2008 #HZE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.4

3.5

Foreign currency translation (Continued)

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

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

Revenue recognition

Revenue comprises the fair value for the sale of goods
and rendering of services, net of 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 are recognised upon transfer of the
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.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.5

3.6

Revenue recognition (Continued)

Property agency commission and service income is
recognised in the accounting period in which the services
are rendered. This is usually taken as the time when the
relevant agreement becomes unconditional or irrevocable.

Franchise income is recognised on an accrual basis in
accordance with the terms of the relevant franchise
agreement and when the Group’s entitlement to
payment has been established.

Goodwill

Set out below are the accounting policies on goodwill
arising on acquisition of subsidiaries.

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

Goodwill is stated at cost less accumulated impairment
losses. Goodwill is allocated to cash-generating units
and is tested annually for impairment (see note 3.9).

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

On subsequent disposal of a subsidiary, the attributable
amount of goodwill capitalised is included in the
determination of the amount of gain or loss on disposal.
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For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESFTHEREME »®)
POLICIES (Continued)

3.7 Property, plant and equipment 3.7 M¥E - -BERH

Property, plant and equipment, including land held
under operating leases and buildings thereon, (where
the fair value of the leasehold interest in the land and
buildings cannot be measured separately at the
inception of the lease and the building is not clearly
held under an operating lease), are stated at cost less
accumulated depreciation and accumulated impairment
losses. The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the asset
to its working condition and location for its intended
use.

Depreciation is provided to write off the cost of property,
plant and equipment over their estimated useful lives,
using the straight-line method, at the following rates
per annum:

Leasehold land and buildings Over the shorter of

WE BEERBEREREBEEHE
FAEZIHMFEERE EZ2EF (HWRHE
ERERESHFELHRETZ
ME#DRZQAFE - RIFFBAMBR
BEEHERAET) BRRAR R
ERRAREERIIK BEKAE
HREBEERKEEERHEEERR
K EE R B E A 2 EEZEE
DRI

WE - R BRI KRR
HEREHAERE MR
A ERMT

HELHMET BNEwEEZ

the term of the prepaid FHIK 504 -

land lease or 50 years LB ARG & R

Leasehold improvements Over the shorter of THEMERE FE LA E
the term of the prepaid FHS5F -

land lease or 5 years LB ARG & R

Plant and machinery 20% 5 e g 20%
Furniture, fixtures and equipment 20% HKE  EBERRERE 20%
Motor vehicles 20% e 20%

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

The gain or loss arising on retirement or disposal is
determined as the difference between the sales proceeds
and the carrying amount of the asset and is recognised
in income statement.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.7

3.8

Property, plant and equipment (Continued)

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

Investment properties

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

On initial recognition, investment property is measured
at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment property
is stated at cost less accumulated depreciation and any
accumulated impairment losses. Depreciation is provided
so as to write off the cost of investment property using
the straight-line method over their expected useful lives
of 50 years or over the lease term, if shorter.

For a transfer of property, plant and equipment carried
at cost less accumulated depreciation and accumulated
impairment losses to investment properties, there are
no changes to the carrying amount of the property
transferred and the cost of that property for
measurement and disclosure purposes.

Gains or losses arising from the sale of an investment
property are included in the profit or loss for the period
in which they arise.

21 Holdings Limited  Annual Report 2008

3. FESTHEEE »®

3.7

3.8

ME -~ BERRE (E)

IMERFZBRRARBERARE R
ARREENE N ERBIERB ZKAGER
SEtE - RIFtABE ZREE
RRBULEE(RABEEMNE) - A
HAp A (Planig e MR E) REEZ
M EERE RN -

"REME

REMERARBESKRAR, LA
BRREMNAHERSHBRTAL
TR HET  BEREEANER
FEERK R Z Ffs L4

R TR - 1R AW AR AE (B
BAMEEEERSGE - KU
% WEWMEUKNEREAITE
ERAMEABFHREBEZS - TEIE
RAESERE NES2EAEARS
HA s 504F sk A B (LAEAE B 5 ) IRl
HIRBEMZE 2K o

SRR AR R T R R AR
BT ME - B R R R RER
BMEZNER  ZBENET EAE
REZMERIERNREROHE 25
RGBS -

HEREMEELZBERNELZS
A7 BT A8 -



aNotes 1o the Financial Statfements
B RS R R B 5

For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

N

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESFTHEREME »®)
POLICIES (Continued)

3.9 FEMBEEMRE

3.9 Impairment of non-financial assets

Goodwill arising on an acquisition of subsidiary,
property, plant and equipment, investment properties
measured under the cost model and interest in
subsidiaries are subject to impairment testing.

Goodwill with an indefinite useful life or those not yet
available for use are tested for impairment at least
annually, irrespective of whether there is any indication
that they are 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 from other assets, the
recoverable amount is determined for the smallest group
of assets that generate cash inflows independently (i.e.
a cash-generating unit). As a result, some assets are
tested individually for impairment and some are tested
at cash-generating unit level. Goodwill in particular is
allocated to those cash-generating units that are
expected to benefit from synergies of the related
business combination and represent the lowest level
within the Group at which the goodwill is monitored
for internal management purpose.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.9 Impairment of non-financial assets (Continued)

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

An impairment loss on goodwill is not reversed in
subsequent periods (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 or amortisation if no impairment loss
had been recognised.

3.10Leases

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.
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Notes 0 the Financial Statfements

For the year ended 31 December 2008 #HZE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.10Leases (Continued)

()

(i)

Classification of assets leased to the Group

Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. Leases which do
not transfer substantially all the risks and rewards
of ownership to the Group are classified as
operating leases, with the following exceptions.

— land held for own use under an operating
lease, the fair value of which cannot be
measured separately from the fair value of
a building situated thereon, at the inception
of the lease, is accounted for as being held
under a finance lease, unless the building is
also clearly held under an operating lease
(see note 3.7). For these purposes, the
inception of the lease is the time that the
lease was first entered into by the Group, or
taken over from the previous lessee.

Operating lease charges as the lessee

Where the Group has the right to use the assets
held under operating leases, payments made
under the leases are charged to the income
statement on a straight-line basis over the lease
terms except where an alternative basis is more
representative of the pattern of benefits to be
derived from the leased assets. Lease incentives
received are recognised in the income statement
as an integral part of the aggregate net lease
payments made. Contingent rental are charged
to the income statement in the accounting period
in which they are incurred.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESFTHEREME »®)
POLICIES (Continued)

3.11Financial assets NN BEE

50

The Group’s accounting policies for financial assets other
than investments in subsidiaries are set out below.

The Group’s financial assets other than hedging
instruments are classified into the following categories:
financial assets at fair value through profit or loss and
loans and receivables.

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

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

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 balance sheet 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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For the year ended 31 December 2008 #HZE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.11 Financial assets (Continued)

()

Financial assets at fair value through profit
or loss

Financial assets at fair value through profit or loss
includes financial assets held for trading and
financial assets designated upon initial recognition
as at fair value through profit or loss.

Financial assets are classified as held for trading if
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. Derivatives, including
separated embedded derivatives are also classified
as held for trading unless they are designated as
effective hedging instruments or financial
guarantee contracts.

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

Financial assets may be designated at initial
recognition as at fair value through profit or loss
if the following criteria are met:

— the designation eliminates or significantly
reduces the inconsistent treatment that
would otherwise arise from measuring the
assets or recognising gains or losses on them
on a different basis; or

3.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.11 Financial assets (Continued)

()

(i)

Financial assets at fair value through profit
or loss (Continued)

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

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

Subsequent to initial recognition, the financial
assets included in this category are measured at
fair value with changes in fair value recognised in
income statement. 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. Interest income is recognised on a time-
proportion basis using effective interest method.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. Loans and
receivables are subsequently measured at
amortised cost using the effective interest method,
less any impairment losses. Amortised cost is
calculated taking into account any discount or
premium on acquisition and includes fees that are
an integral part of the effective interest rate and
transaction cost.
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For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESFTHEREME »®)
POLICIES (Continued)

3.11 Financial assets (Continued) N1 MBEE (18)

Impairment of financial assets BB EEZRE
At each balance sheet date, financial assets other than REEER  UBEE (ZRAFETA

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; and

— asignificant 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.

Y
Bk MBEERIN GHRFHEER
BHEEMREZ TBE

HERAENPBEED HRBENES
BEEREERBIERATER -
HRZHEEHNABRBUE

— BEBEABABREVBREEH

—  E% - IR RS Rk AR
b

— BEARAREBARESEMY
BEHE

—  Biff - W5 @EARREE
EZERNEHABEARKAR
TE R

— BRATIAREZATFEKRELE
HITBREERAUT o

BERX AU BEEZERERAERE
BRZEMBEEZ B RKRER
EHRAGEREZ TBREEUR - %
FNEFRBBERETRRAKEE
BAZRZTMAR - UREREERE
EfRREABBEZBRIE LR
R HIRFE -

—EEaEEs 2ERERAN

53



54

BT 15 ¥R R M ot

For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.11 Financial assets (Continued)

Impairment of financial assets (Continued)

If any such evidence exists, the impairment loss is
measured and recognised as follows:

Financial assets carried at amortised cost

If there is objective evidence that an impairment loss
on loans and receivables or held-to-maturity investments
carried at amortised cost has been incurred, the amount
of the loss is measured as the difference between the
asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the
financial asset’s original effective interest rate (i.e. the
effective interest rate computed at initial recognition).
The 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.
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For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FEZ:HEREBE @)
POLICIES (Continued)

3.11 Financial assets (Continued) N1 MBEE (18)

Financial assets carried at amortised cost (Continued)

Impairment loss of financial assets other than financial
assets at fair value through profit or loss and trade
receivables that are stated at amortised cost, are written
off against the corresponding assets directly. Where the
recovery of trade 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 trade
receivables is remote, the amount considered
irrecoverable is written off against trade 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.

3.12 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, fiscal authorities
relating to the current or prior reporting period, that
are unpaid at the balance sheet date. They are calculated
according to the tax rates and tax laws applicable to
the fiscal periods to which they relate, based on the
taxable profit for the year. All changes to current tax
assets or liabilities are recognised as a component of
tax expense in the income statement.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.12 Accounting for income taxes (Continued)

Deferred tax is calculated using the liability method on
temporary differences at the balance sheet date
between the carrying amounts of assets and liabilities
in the financial statements and their respective tax bases.
Deferred tax liabilities are generally recognised for all
taxable temporary differences. Deferred tax assets are
recognised for all deductible temporary differences, tax
losses available to be carried forward as well as other
unused tax credits, to the extent that it is probable that
taxable profit, including existing taxable temporary
differences, 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, except where the Group is able to control
the reversal of the temporary differences and it is
probable that the temporary differences will not reverse
in the foreseeable future.

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

Changes in deferred tax assets or liabilities are
recognised in the income statement, or in equity if they
relate to items that are charged or credited directly to
equity.
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For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESFTHEREME »®)
POLICIES (Continued)

3.13Cash and cash equivalents JIBRERBEEEE

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

3.14Share 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.

3.15Retirement benefit costs and shori-term

employee benefits

Retirement benefits to employees are provided through
a defined contribution plan.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FEZ:HEREBE @)
POLICIES (Continued)

3.15Retirement benefit costs and short-term IS RABARAREHESRER (&)

58

employee benefits (Continued)

Defined contribution plan

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

Short-term employee benefits

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

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

3.16Share-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.
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For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESFTHEREME »®)
POLICIES (Continued)

3.16Share-based employee compensation 36Uz EERRHE (&)

(Continued)

All share-based compensation is ultimately recognised
as an expense in income statement unless it qualifies
for recognition as asset, with a corresponding increase
in equity (share options reserve). If vesting periods or
other vesting conditions apply, the expense is recognised
over the vesting period, based on the best available
estimate of the number of share options expected to
vest. Non-market vesting conditions are included in
assumptions about the number of options that are
expected to become exercisable. Estimates are
subsequently revised, if there is any indication that the
number of share options expected to vest differs from
previous estimates. No adjustment to expense
recognised in prior periods is made if fewer share options
ultimately are exercised than originally vested.

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

Share-based payment transactions in which the
Company grants share options to subsidiaries’
employees are accounted for as an increase in value of
investments in subsidiaries in the Company’s balance
sheet which is eliminated on consolidation.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.17 Financial liabilities

The Group’s financial liabilities include trade and other
payables, amount due to a director, promissory note
and convertible notes.

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

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

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

Amount due to a director, trade and other payables
and promissory note

Amount due to a director, trade and other payables and
promissory note are recognised initially at their fair value
and subsequently measured at amortised cost using the
effective interest method.
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For the year ended 31 December 2008 #HZE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.17 Financial liabilities (Continued)

Convertible notes that contain an equity
component

Convertible notes that can be converted to equity share
capital at the option of the holder, where the number
of shares that would be issued on conversion and the
value of the consideration that would be received at
that time do not vary, are accounted for as compound
financial instruments which contain both a liability
component and an equity component.

Convertible notes issued by the Company that contain
both financial liability and equity components are
classified separately into respective liability and equity
components on initial recognition. On initial recognition,
the fair value of the liability component is determined
using the prevailing market interest rate for similar non-
convertible debts. The difference between the proceeds
of the issue of the convertible note and the fair value
assigned to the liability component, representing the
call option for conversion of the note into equity, is
included in equity as convertible notes equity reserve.

The liability component is subsequently carried at
amortised cost using the effective interest method. The
equity component will remain in equity until conversion
or redemption of the note.

When the note is converted, the convertible notes equity
reserve and the carrying value of the liability component
at the time of conversion, is transferred to share capital
and share premium as consideration for the shares
issued. If the note is redeemed, the convertible notes
equity reserve is released directly to accumulated profits/
losses.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.18Provisions, contingent liabilities and

contingent assets

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 of the amount of the obligation can
be made. Where the time value of money is material,
provisions are stated at the present value of the
expenditure expected to settle the obligation.

All provision are reviewed at each balance sheet 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. They 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.
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For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FESFTHEREME »®)
POLICIES (Continued)

3.19Segment reporting 31972 R

In accordance with the Group’s internal financial
reporting, the Group has determined that business
segment be presented as the primary reporting format
and geographical segment as the secondary reporting
format.

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

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

In respect of geographical segment reporting, revenue
is based on the country in which the customer is located
and total assets and capital expenditure are where the
assets are located.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.20Related parties

For the purposes of these financial statements, a party

is considered to be related to the Group if:

(i)

(iii)

(iv)

(vi)

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;

the Group and the party are subject to common
control;

the party is an associate of the Group or a joint
venture in which the Group is a venturer;

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

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

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.
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For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

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

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

Estimated impairment of goodwill

The Group tests annually whether goodwill has suffered any
impairment in accordance with the accounting policy stated
in note 3.6. The recoverable amounts of cash-generating units
have been determined based on value-in-use calculations.
These calculations require the use of estimates.

If the actual growth rate had been higher or the pre-tax
discounted rate lower than management’s estimates, the
Group would not be able to reverse any impairment losses
that arose on goodwill.

Depreciation of property, plant and equipment
and investment properties

The Group depreciates the property, plant and equipment and
investment properties in accordance with the accounting
policies stated in note 3.7 and note 3.8 respectively. The
estimated useful lives reflect the directors’ estimates of the
periods that the Group intends to derive future economic
benefits from the use of these assets.
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

4.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Estimated impairment of trade and other
receivables

The policy for the impairment of trade and other receivables
of the Group is based on, where appropriate, the evaluation
and ageing analysis of accounts. A considerable amount of
judgement is required in assessing the ultimate realisation of
these receivables, including the current creditworthiness and
the past collection history for each debtor. If the financial
conditions of debtors of the Group were to deteriorate,
resulting in an impairment of their ability to make payments,
additional provision for impairment may be required.

Valuation of convertible notes

The directors use their judgement in selecting an appropriate
valuation technique for the Group’s convertible notes which
are not quoted in the active market. Valuation techniques
commonly used by market practitioners are applied. The fair
value of convertible notes is estimated by independent
professional valuer based on actual transactions of the
financial instruments in the market or transactions of similar
financial instruments which generally represent the best
estimate of the market value. Details of the key inputs into
the model are disclosed in note 24. The fair value of
convertible notes varies with different variables of certain
subjective assumptions. Any change in these variables so
adopted may materially affect the estimation of the fair value
of convertible notes.
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For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

REVENUE 5. W=
Revenue, which is also the Group’s turnover, represents the W (BN E 2 2550 IR EE R 2 3
invoiced value of goods supplied and income from provision SEMRBRHERE WA - FA - EER
of services. Revenue recognised during the year is as follows: Wamin T -
2008 2007
=EENF —TEAF
HK$'000 HK$'000
BETT BT T
Franchise income TR 2 A 1,977 —
Property agency commission MERERS
and service income R AR U A 13,738 —
Sale of goods HEEm 103,871 132,987
119,586 132,987
OTHER INCOME 6. HAlgr A

2008 2007
—E2E2N\F —RELHF
HK$’000 HK$'000
BET T BT T

Interest income on financial assets not FFIZAFEF AEZRE Y

at fair value through profit and loss ~ BAf§ & & 2 F| B U A 1,990 1,631
Sundry income T 103 430
2,093 2,061
SEGMENT INFORMATION 7. DEER
Primary reporting format — business segments FTEZHREX -EBSH
The Group is organised into three main business segments: REESRB=EFEEHHEL
Business Segment Nature of business activities BN EREB2ME
1. Toy products trading and Sourcing, manufacturing and distribution 1. MAEREEREES nE Bak¥mne
manufacturings of toy, gift and premium products R BEROH
2. Securities trading and Trading and investing of marketable securities ). BAEERKRE BmGBELERL
investments EERRE
3. Property agency* Provision of property agency and related services 3. mERE RENERBREBERY
# Toy products manufacturing business had been ceased since # NEAERHEEBE_STLE A AREERL
June 2007
* Property agency segment commences in July 2008 ¥ NERBSBR-_ZZNFLARE .
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SEGMENT INFORMATION (cContinued)

Primary reporting format — business segments

(Continued)
2008
Revenue W=
External sales HNE 3 &
Segment results DEHEE
Unallocated operating income &9 BLAAZ A R F &
and expenses
Finance costs MBER
Loss before income tax BRETEHAIES
Income tax credit P TR &
Loss for the year rEEER
Assets BE
Segment assets DA E
Unallocated assets RANREE
Total assets EELSE
Liabilities afE
Segment liabilities HEBEE
Unallocated liabilities Ko BE
Total liabilities BEBE
Other information Ht &R
Capital expenditure BEARFX
Business segments EHB0E
Unallocated items APBHEE
Depreciation e
Business segments EHB 0
Unallocated items AHBHEE
Provision for impairment e REBBEE

loss on goodwill
Provision for impairment
loss on trade receivables
Provision for impairment loss
on investment properties

MR R 2 BB B R R E
REME ZREBERE
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7. DEEERE #)
TEZHMHBX -LHHB (B

—BENE
Securities
Toy products trading and Property

trading investments agency Group

mWAEm BHEE
BE kRE MERE iy |
HK$’000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT
103,871 — 15,715 119,586
(8,274) (3,695) (176,932) (188,901)
(12,510)
(4,526)
(205,937)
77
(205,860)
13,389 6 276,521 289,916
19,995
309,911
11,329 — 17,292 28,621
224,837
253,458
2 — 582 584
18,570
103 — 76 179
438
— — 173,960 173,960
1,509 — 176 1,685
3,656
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For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

SEGMENT INFORMATION (continued) 7. DEER @
Primary reporting format — business segments FEZREX-EBIH (E)
(Continued)
2007 —TEAF
Toy products Securities
trading and  trading and Property
manufacturing  investments agency Group
mAEm EREE
BB REE ST E- MERE rEHE

HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT

Revenue 2
External sales SMEBSHE 132,987 — — 132,987
Segment results DEHEE (14,343) (746) — (15,089)
Unallocated operating ROREEWARFL

income and expenses (10,624)
Loss on assignment of an HEMB AR REZR

amount due from a JE N SRR 2 B 1R

subsidiary upon disposal (68,559)
Gain on disposal of subsidiaries H & Hf& 2 Bz 20,413
Finance costs H%ER (940)
Loss before income tax BRETEHAIER (74,799)
Income tax expense FTS R (171)
Loss for the year rEEFHE (74,970)
Assets BE
Segment assets DEbE E 15,606 26,574 — 42,180
Unallocated assets KOWMEE 220,528
Total assets BEBE 262,708
Liabilities =K
Segment liabilities sHBaE 13,269 — — 13,269
Unallocated liabilities KOBAEE 1,805
Total liabilities BELE 15,074
Other information Ht &R
Capital expenditure BEARFX

Business segments EBDE 12 — — 12

Unallocated items AAHEIEE 32
Depreciation e

Business segments ¥B0E 1,878 — — 1,878

Unallocated items APBEHEE 23
Amortisation on prepaid BRNBEERE 2 #H

lease payments 63 — — 63
Provision for impairment EE 2 REBERE

loss on goodwill 4,201 — — 4,201
Other significant non-cash HEMERFREMAX

expenses 2,344 1,218 — 3,562
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7. SEGMENT INFORMATION (Continued)

Secondary reporting format — geographical
segments

The following table provides an analysis of the Group’s sales
by location of customers, irrespective of the origin of the

goods and services.

Revenue by geographical markets:

DTEER @)

RESBEX -HEDB

TRERAEBRZEPHR DT 2 HERE
(NEEEMMIRTG 2 KR -

Was 1R 1 [ 1 45

Canada mex
Europe EOM

Hong Kong BB

Japan SN

The People’s Republic of China (“PRC") PEARH
Singapore N
Taiwan =

USA EH
Others Efh
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2008 2007
—EENF 2T
HK$'000 HK$'000
BETT BT
— 7,589

32,603 2,376
17,023 11,081
51,716 84,570
e ([RE]) 4,404 22,043
1,175 1,631

887 2,304
11,745 1,393

33 —
119,586 132,987
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For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

SEGMENT INFORMATION (continued) 7. DEER @
Secondary reporting format — geographical REGHBEX-MWED (&)
segments (Continued)
The following is an analysis of the carrying amount of segment THAEDEEE  UEWE BMEMEER
assets, and additions to property, plant and equipment and REYEILANI D ZBREEDNT » JHREE
investment properties, analysed by the geographical area in FrEHE T DM o
which the assets are located.

Total assets Capital expenditure

EELE EARAX

2008 2007 2008 2007
=i T LU —TTLF
HK$'000 HK$'000 HK$000 HK$'000
BETR BT BET BT

Canada ﬂﬂ’;j( — 313 — —
Europe BUM 101 325 — —
Hong Kong Eﬁé 299,774 235,175 19,154 44
Japan =P 1,374 3,189 — —
PRC HF 6,123 1,568 — —
Singapore N 227 19,646 — —
Taiwan =) | 62 1,104 — —
USA xH 2,205 1,388 —
Others HAth 45 — — —
309,911 262,708 19,154 44
FINANCE COSTS 8. MKEH
2008 2007
—EE)N\F —ETLF
HK$'000 HK$'000
BET T BT T
Interest charges on: MEZHR
Bank loans and other borrowings ﬂﬁlﬁfgﬂz%(f%f?ﬁz
wholly repayable within five years MITERRHEMES 10 314
Finance charges on obligations F&Eéffﬂ%ﬁﬁ“‘ZEﬁ“%Fﬁ
under finance leases — 94
Convertible notes Gl &5 3,185 532
Promissory note I ¥ 1,331 —

Total interest expenses on financial ¥R AFEFABREERZ
liabilities not at fair value BHEEZNEMXAE
through profit or loss 4,526 940
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9. LOSS BEFORE INCOME TAX 9. BRATEBHIATEE
Loss before income tax is arrived at after charging/(crediting): BRATSBRTEBAR GTA) THIEIE -
2008 2007
=EENF —TEAF
HK$'000 HK$'000
BET T BT T
Staff costs (include directors’ ETIRAN(BRIEESHE)
emoluments)
Salaries, wages and other benefits e IEREMEF 9,405 9,144
Share-based payment in respect of MR 2 B
share options granted VAR A7 A B Wi 2 5k — 1,369
Contribution to defined TR HRRG 8l 2 fR
contribution plans 353 135
9,758 10,648
Operating lease payments for premises 473 4 & 1 & 08 2,086 185
Cost of inventories recognised HREMAL ZFEKA
as expense 99,535 127,924
Auditors’ remuneration ZEEN B &
Current year KEE 730 475
Underprovision in prior year FFEBEBETR 16 —
Depreciation on property, ME - BERZEZFE
plant and equipment' 617 1,901
Amortisation on prepaid lease B ERIE 2 88
payments — 63
Provision for impairment loss on FEWEE R 2 mEBEREE
trade receivables' 1,685 —
Loss on change in fair value of BAFEFABREEZ
financial assets at fair value through — BI 74 & 2 2 (B & B 55182
profit or loss ? — 1,218
Loss on disposal of financial assets at HEZAFEFABREZ
fair value through profit or loss 2 5 & E v 182 4,464 —
Net exchange (gain)/loss & (W) BEFRE (81 1,834
Loss on disposal of property, HEWME - BEREZEZEER
plant and equipment 21 62
1 Expensed in administrative expenses ! AT 2 A3 48
2 Expensed in other operating expenses 2 LAt 45 8 5 2 R 32 8
-
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10. INCOME TAX (CREDIT)/EXPENSE 10. FRE% E&R) B
Hong Kong Profits Tax has been provided at the rate of 16.5% BAFSRBEIRARFE 2 BT ERT S
(2007: 17.5%) on the estimated assessable profit for the year. FIATE16.5% (CFZT+HF : 17.5%) 515 -
2008 2007
—EENE 2T
HK$'000 HK$'000
BT T BT IT
Current tax — Hong Kong REEHE — FS
(Over)/Underprovision in respect of @ FE &G (B5E) T2
prior years (77) 171
Reconciliation between tax expense and accounting loss at RIS BIEAB RS 2 5t EE 2 ¥
applicable tax rates: iR -
2008 2007
—EENE —ETLF
HK$'000 HK$'000
BET T BT
Loss before income tax B FT1S BRI B8 (205,937) (74,799)

Tax at Hong Kong profits tax rate of ~ FIEZ BB FEFHE16.5%

16.5% (2007: 17.5%) (ZZZLF 7. 5%) (33,979) (13,090)
Tax effect of non-deductible expenses 7~ AT F38 % H = 7 75 52 28 31,807 12,150
Tax effect of non-taxable revenue BERRMBE 2 BHBTE (160) (420)
Tax effect of unused tax losses REARBERUBEE 2B BT

not recognised 2,470 1,344
Tax effect of unrecognised temporary RIERERF =R 2 B

differences (138) 16
(Over)/Underprovision in prior years — B{EFE BE (%) /T2 (77) 171
Income tax (credit)/expense g (ER) BAX (77) 171
The Hong Kong SAR Government enacted a reduction in the EAEENTHERNEEMANEHEAR
profits tax rate from 17.5% to 16.5% with effect from the 175%HAEKE165% B-ZTZT N\ —TF
year of assessment 2008/2009. Accordingly, the relevant NARTF AR o B UL - MERIRNER KR
current and deferred tax liabilities have been calculated using HEABEEFEANMNEI16.5%HE

the new tax rate of 16.5%.
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11. LOSS ATTRIBUTABLE TO EQUITY HOLDERS OF  11. XA RIREFE AEBELEE
THE COMPANY

Of the consolidated loss attributable to the equity holders of AR REFEABEGEABREAER
the Company of HK$205,860,000 (2007: HK$73,579,000), 205,860,000 (ZZEZTL£F : B
a loss of HK$218,563,000 (2007: HK$64,230,000) has been 73,579,0007T) F - 1B 218,563,0007T
dealt with in the financial statements of the Company. (ZZEZ+F : B#64,230,0007T) ERAR

Bz ERRPEE -

12. LOSS PER SHARE 12. 8REE

The calculation of the basic loss per share is based on the BREREETDRBUATEERTHE -
following data:

Loss B8

2008 2007
—2EN\F —RELHF
HK$’000 HK$'000
BETT BT T

Loss attributable to equity holders of ~ FAGTEEREAREIEZ

the Company for the purpose of AAE RSB AEGEE
basic loss per share (205,860) (73,579)
Number of shares &R
2007
—ETLF
‘000
FB&
(As restated)
(&=E5))
Weighted average number of ordinary M ESRELREEZ
shares for the purpose of basic loss TR T
per share 62,582 22,302
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12. LOSS PER SHARE (Continued)

Note:

The weighted average number of shares for the purpose of basic
loss per share in 2008 and 2007 were adjusted to reflect the following
events:

i) share consolidation of every five shares of HK$0.025 each of
the Company into one share of HK$0.125 each with effect
from 15 July 2008 (Note 26(g)); and

ii) share consolidation of every twenty shares of HK$0.125 each
of the Company into one share of HK$2.50 each, which
became effective on 12 February 2009 (Note 38(a)).

Diluted loss per share for the years ended 31 December 2008
and 2007 have not been presented because the impact of
the exercise of share options and conversion of convertible
notes were anti-dilutive.

13. DIRECTORS’ REMUNERATION AND FIVE
HIGHEST PAID INDIVIDUALS

13.1Directors’ emoluments

12. EREE &)
Mzt -

AAFE—ZZN\FR -_ZZLFERERER
ZIEFHRBEAETIFRZZE

i) ARAERBREREEEK0.0257T 2 B iH
SO R —IREER 0125 T2 - B
“TEENFLA+THEBARARME
26(g) « &

i)y  ARRE-TREREESE0.1257T2 R
DA A—BREESE250T 2B - A
TEEAFE A+ B EAER(HE
38(@a)) °

HRTTEBRER AR BRERZZES
R BUBIBE_ZTTN\FR_F
THFE+ A=+ —BHIEFEZSREEE

18 e

13. EEMeRAEEESMEAL

13.1EEME

Salaries,
allowances Retirement
Directors’ and benefits scheme
fees in kinds  contribution Total
e EHR BiRE
ENER T B @t

EZHS
HK$'000 HK$'000 HK$'000 HK$'000

BETR BETR BETR BETR

2008 —EENF
Executive directors: HITEE
Ha Kee Choy, Eugene BES 200 — — 200
Ma Wai Man, Catherine FEE — 1,820 12 1,832
Ng Kai Man (appointed on ~ RHE (R-ZZ)\F
23 July 2008) tA-t+=HEZT) — - - —
Non-executive directors:  FEHTEE :
Cheng Yuk Wo BEHA 100 - - 100
Chui Chi Yun, Robert EELC 125 — - 125
Leung Sau Fan, Sylvia Z2ER(RZEENF
(appointed on —F—BEZI)
1 February 2008) 92 — — 92
Lai Wing Leung, Peter kR (RZEENE
(resigned on —A=t+—RE&EH)
31 January 2008) 15 — — 15
532 1,820 12 2,364

—TT \FEH zwﬂﬁﬁﬁafa&]
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

13. DIRECTORS’ REMUNERATION AND FIVE 13. ESeRAEERESMEAL =
HIGHEST PAID INDIVIDUALS (continued)
13.1Directors’ emoluments (Continued) 13.1EE=ME (&)
Salaries,
allowances Retirement
Directors’ and benefits scheme
fees in kinds contribution Total
e RRR RIS
ESHld EMEA SR B
HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BETT
2007 —TELF
Executive directors: WITES:
Ha Kee Choy, Eugene BEES 200 - — 200
Leung Wai Ho (resigned on 2R (M_EELF
1 October 2007) +A—BEf) — 300 6 306
Wong Chung Shun ERERZZTLE
(resigned on +A—B&M)
1 October 2007) — 270 6 276
Ma Wai Man, Catherine BEFR_EELE
(appointed on +A—BEZE)
1 October 2007) — 455 3 458
Non-executive directors: FHTES
Chui Chi Yun, Robert EEL 120 - - 120
Lam Kwok Cheong MEE (R=TF+F
(resigned on +A+ZHEL)
12 October 2007) 100 — — 100
Lai Wing Leung, Peter BKR 120 — — 120
Cheng Yuk Wo BEM(R=ZT 14
(appointed on +A—BEZT)
1 October 2007) 25 — — 25
565 1,025 15 1,605
There was no arrangement under which a director HE_ZZ)\FR_ZET+F+_A=*+—
waived or agreed to waive any remuneration during the H tirﬁq*ﬁ%ﬂ§$f’ﬁﬂjﬁﬂl%iﬂ EE
years ended 31 December 2008 and 2007. e 2 ZHE -

No emolument was paid by the Group to the directors
or any of the five highest paid individual as an
inducement to join or upon joining the Group, or as
compensation for loss of office.

21 Holdings Limited  Annual Report 2008
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13. DIRECTORS’ REMUNERATION AND FIVE 13.
HIGHEST PAID INDIVIDUALS (Continued)

13.2Five highest paid individuals

The five individuals whose emoluments were the highest
in the Group for the year included one (2007: one)
director whose emoluments are reflected in the analysis
presented above. The emoluments payable to the
remaining four (2007: four) individuals during the year
are as follows:

EEMEROEEHESMEAL @&

1325 ZEEMEAL

RAFE  AEERERsSMEAL
BRE-—AH2(CETLF: —R)EF
HEHMeHBEIoN X229 -
FARMNESRNEZ (ZTFTLF O
2)ALTZMEWMT

Salaries, allowances and benefits
in kinds

RIKEFHEIHE R

WA R&AD X 5 2 KIB

Retirement schemes contributions
Share-based payments

The emoluments fell within the following bands:

o RBREWEMN

2008 2007
—ZEENF —EEEF
HK$'000 HK$'000
AT T ke
1,830 1,687

52 40

— 1,369

1,882 3,096

e BR THEE :

Number of individuals
AE
2007
—EEEF

B < &
Z=/8%1,000,0007T

Emolument bands
Nil — HK$ 1,000,000

—TT \FEH z@&ﬁﬁafzﬁ]
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14. PROPERTY, PLANT AND EQUIPMENT — THE 14. #1% - BEKFZHE — A&E

GROUP
Leasehold Furniture,
landand  Leasehold  Plantand fixtures and Motor ~ Construction
buildings improvements  machinery  equipment vehicles  in progress Total
LER
AELHE g BER RER
BF  NEEf HE #iE RE  RRIE )
HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
A¥Tn  B%Tn BBTn BETr BETr BBt %t
CosT A
At 1 January 2007 RZEELE-A-H 39,406 53 20,438 2,231 489 34 62,651
Additions i - - - 4 - - 4
Disposals e - (53) - (246) - - (299)
Eliminated on disposal of subsidiaries HERBAREES (39,406) - (20,438) (1,816) (71) (34) (61,765)
At 31 December 2007 and 1 January 2008 RITSLFTZA=+-BR
“ZE\E-A-R - - - M 418 - 631
Additions 2B 18,570 3 - 5 - - 18,618
Addition through acquisition of subsidiaries FEREREL RN (H29)
(note 29) - 392 - 74 70 - 536
Transfer to investment properties upon YERRGERERENE
change of use (note 15) (FizE15) (18,570) — - — - - (18,570)
Disposals HE - (26) - - - - (26)
At 31 December 2008 R=2%/\EtZA=1-H - 409 - M 488 - 1,189
DEPRECIATION b
At 1 January 2007 RZEZtE-F-A 1414 36 7,383 969 298 - 10,100
Charge for the year TEFHE 268 4 1364 175 90 - 1901
Disposals e - (40) - (195) - — (235)
Eliminated on disposal of subsidaries HENBARARES (1682) - (8,747) (821) (40) - (11,29)
At 31 Decermber 2007 and 1 January 2008 RIZSLETA=t-BR
“2E)\5-A-A - - - 128 348 - 476
Charge for the year RERHE 13) 38 — 51 9% — 617
Transfer to investment properties upon YERBEEAERENS
change of use (note 15) (F3t15) (432) - - - - - (432)
Disposals 3 - (5) - - - — (5)
At 31 December 2008 RZBENETZR=1-H - 33 - 179 444 - 656
NET CARRYING AMOUNT BETFE
At 31 December 2008 RZBENETZR=1-H - 376 - 113 44 - 533
At 31 December 2007 RZTStEFA=+-A - - - 85 70 - 155
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For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

15. INVESTMENT PROPERTIES - THE GROUP

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

15.

RENE — FA&H

AREBRARSRBESHRERIEER A
REMERE 2 MFE kD DERAKAREL
AE - AAIMERARABRENE -

2008 2007
—2FN\F —TELRF
HK$’000 HK$'000
BETT BT T

COST A

At 1 January R—HA—H

Transfer from property, plant and BYE  BERHK
equipment upon change of W R eu g (fi14)
use (note 14)

At 31 December R+=—A=+—H

DEPRECIATION AND IMPAIRMENT ERFEE

At 1 January R—HA—H

Transfer from property, plant and BYE - BEMK
equipment upon change of use E R eu g (fi14)
(note 14)

Impairment losses recognised BRI EEE

At 31 December W+=B=+—8H

NET CARRYING AMOUNT AR R E

At 31 December R+=B=+—8H

All investment properties are situated in Hong Kong and held
under medium term lease. The fair value of the investment
properties as at 31 December 2008 was approximately
HK$14,482,000 (2007: HK$NIl). The fair value was determined
by the directors by reference to recent market price of similar
properties. No valuation has been performed by independent
professional qualified valuers. Therefore, impairment losses
of HK$3,656,000 (2007: HK$Nil) has been identified and
recognised in the consolidated income statement.

18,570 —

18,570 —

432 —
3,656 —

4,088 —

14,482 —

FTEREMEANNE B RAFRARER
B REMER_TZENF+=ZA=+—H
Z RN EH BE14,482,0000 (BT
F:BETL) - BAATFENESLELR
FAEY A EATEMmMET - BREGEINIES
B EEESERGEEMETT - Bt - 2 HH
EREGEERERERBEBEEEY
3,656,000 (ZEZT 4 : BEZ L) o

—TT \FEH zwgaﬁﬁﬁafa&j
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16. INTEREST IN AND AMOUNTS DUE FROM 16. RMIB AR 2= K EWH B A

SUBSIDIARIES — THE COMPANY

SFE — AR

LR - AR
R D AR 2
[T HE AR

Unlisted shares, at cost
Equity share-based payment
in subsidiaries

B BB R 1R

Less: Impairment losses

In accordance with HKFRS 2 Share-based payment, share-
based payment transactions in which an entity receives
services from its employees as consideration for equity
instruments of the entity are accounted for as equity-settled
transactions (see note 3.16). The Company recognises the
grant of equity instruments to its subsidiaries’ employees and
eligible participants amounted to HK$Nil (2007:
HK$2,282,000) as capital contributions to its subsidiaries.

Amounts due from subsidiaries were previously disclosed in
the trade and other receivables. They are currently reclassified
and disclosed in the face of balance sheet to conform to the
current year presentation. The amounts due are unsecured,
interest-free and repayable on demand.

21 Holdings Limited  Annual Report 2008

2008 2007
—2EN\F —RELHF
HK$’000 HK$'000
BETT BT IT

1 1

3,215 3,215
3,216 3,216
(3,215) (3,215)

1 1

RREBVBRELERNE 25 ARG X
] BEURNDENRZSH - MREREERE
BIRERBIYUZEE s RAERTEER
HE  BFERXSFEUEZHEERIZIAR (2
RHIEE3.16) - ARAIEHE FTHE R AR
BREEBRSHE BRARZTEBES T
—TT A E¥E2,282,0007T) R B
EMBATHELERLE -

FEULPH 8 A RIFRIR R AT R U AR R Ho At
FEYRIAR R - 2FHBRKNEERER
B BRNBIRE  ARFEAFEZZT
TR o WA REEM - 28 AR EKE

BE -



16. INTEREST IN AND AMOUNTS DUE FROM
SUBSIDIARIES — THE COMPANY (Continued)

Particulars of the principal subsidiaries at 31 December 2008

S Notes 0 he Financial Staferments
WSk MY 5T

For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

16. RMTB AR 2R R EWKEB A
BIFIE — AN E @)

IZMBARNR_ZTENFT _A=1+—H

are as follows:

Place/country of

ZHBWT

Percentage of
issued capital

incorporation/ Particulars of held by the
Name of company operation issued capital Company Principal activities
HMEL/ APRRECRT
RNEEMH LREwY BX BRITREAFHE BRAEBDL FTEEK
Century 21 Hong Kong Limited Hong Kong 3,880,000 ordinary 100% Provision of franchise,
HRANEEERLA 0 shares of HK$1 each property agency and
3,880,000 B R A E related services in
BTz L Ek Hong Kong and Macau
EEERRFIRASF
mER - MERER
BB
Century 21 Property Agency Limited ~ Hong Kong 2 ordinary shares 100% Provision of property
R 21 ERR DA ENE of HK$1 each agency and related
2REREE services in Hong Kong
BT BRR EERRHEMERER
BB MRS
Century 21 Surveyors Limited Hong Kong 100 ordinary shares 100% Provision of property
22T R A A N of HK$1 each project consulting,
100 BREE property agency and
BT EBR related services
EEBRMEWERR
wA - MERER
BER%
Jet Fame Limited Hong Kong 1 ordinary share 100% Trading of toy, gift and
HEBRAF &% of HK$1 each premium products
REREE DA BmRkBEmER
BT EBR BEE
Kennex Investments Limited Hong Kong 1 ordinary share 100% Property holding
RERERFRAA 5 of HK$1 each RENE
REREE
BT EBR -

—ETNEER zwgﬂﬁﬁﬁafat% 81
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16. RMTB AR 2R R EWKEB A
BIFIE — AN E @)

16. INTEREST IN AND AMOUNTS DUE FROM
SUBSIDIARIES — THE COMPANY (Continued)

Place/country of

Percentage of
issued capital

incorporation/ Particulars of held by the
Name of company operation issued capital Company Principal activities
ML/ RARFEERT
ARER KELE /BR ERTREFE REBDH TEEH
Kingbox Investments Limited British Virgin Islands/ 1 ordinary share 100%* Investment holding
Hong Kong of US$1 each RERR
RERZES/A% 1RSREE
1ZTEBR
Prosper Overseas Limited Hong Kong 2 ordinary shares 100%* Investment holding
EHEGIER AR E of HK$1 each REER
2REREE
BT BRR
Smart Arrow Limited Hong Kong 1 ordinary share 100% Security trading and
BEBARRA e of HK$1 each investment
REREE FHREERRE
BTz LRk
Wiz Investments Limited Hong Kong 1 ordinary share 100%* Security trading and
EMBRERRAR e of HK$1 each investment
1REREE FHREERRE
BT EBR
Wiz Limited Hong Kong 1 ordinary share 100%* Provision of management
ZEMBERRA %5 of HK$1 each services to the Group
REREE mAEERHEERRE
BT BRR
Yanyan Force Limited Hong Kong 100 ordinary shares 60% Trading of toy, gift and
MRAERRA N of HK$1 each premium products

# Issued capital held directly by the Company

100 ZlRmEE
BTz EBR

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.
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17. GOODWILL — THE GROUP 17.

The main changes in the carrying amounts of goodwill result
from the acquisition of Consecutive Profits Limited, Pacific
Pointer Limited, Real Clever Profits Limited, Century 21 Hong
Kong Limited, Century 21 Limited and their subsidiaries
(collectively, “C21 Group”) as detailed in note 29 to the
financial statements, and the impairment provided for the

BE — A&EH

BmEFREHBEB ITZEHELEa KNE
Consecutive Profits Limited * Pacific Pointer
Limited * Real Clever Profits Limited + t4221
BFEBRARE  HEL21BRABIMNEEZH
BAR (FEItL21EE8]) GFEHNIG
WMEMIE29) RAFEFIRAME ©

year.
HK$'000
BT

COST A

At 1 January 2007 RZEZELF—H—H 5,337

Eliminated on disposal of subsidiaries & B & A &) B K 8 (1,136)

At 31 December 2007 and RZEZLF+A=1T—HK

1 January 2008 —EENEFE—-HA—AH 4,201

Acquisition of subsidiaries (note 29) U EEHI B A A (FI5£29) 429,960

At 31 December 2008 R=Z2ZENF+=HA=+—H 434,161

IMPAIRMENT A

At 1 January 2007 RZEZELF—H—H 1,136

Eliminated on disposal of subsidiaries & B & 2 &) B 1K 35 (1,136)

Provided for the year KEFEE 4,201

At 31 December 2007 and RZEZ+F+ZA=1+—HK

1 January 2008 —TENF—-HA—H 4,201

Provided for the year NF EHHE 173,960

At 31 December 2008 R-EBENFE+=-ZA=+—8H 178,161

NET CARRYING AMOUNT BEFEE

At 31 December 2008 R-ZBEBNF+=A=Z+—8H 256,000

At 31 December 2007 RZZEZE+F+-_A=+—H —

—ETNEER zwgﬂﬁﬁﬁafat% 83
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17. GOODWILL — THE GROUP (continued) 17. B8 — 258 @

84

Goodwill is allocated to the Group’s cash generating units
("CGU") identified according to business segment. The entire
amount of goodwill as at 31 December 2008 has been
allocated to the property agency segment. The entire amount
of goodwill as at 31 December 2007 was allocated to the toy
products trading segment located in Hong Kong and has been
fully impaired in 2007.

Property agency

The carrying amount of goodwill has been allocated to the
CGU for impairment testing. The recoverable amount of the
property agency CGU was based on its value-in-use and was
determined with the assistance of BMI Appraisals Limited, an
independent professional qualified valuer. These calculation
uses cash flow projections based on financial budgets
approved by management covering a five-year period, and at
a discount rate of 6.27%. Cash flows for the five-year period
were extrapolated using a 5% to 20% growth rate in
considering the economic conditions of the market. Cash
flows beyond the five-year period are assumed to remain
constant. The estimated growth rates used are comparable
to the growth rate for the industry.

The carrying amount of the unit was determined to be higher
than its recoverable amount and an impairment loss of
HK$173,960,000 was recognised. The impairment loss was
allocated fully to goodwill and is presented on the face of
consolidated income statement.

The values assigned to the key assumptions represent
management’s assessment of future trends in the property
market and are based on both external and internal sources
(historical data).
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17. GOODWILL — THE GROUP (continued) 17. B8 — A&£8 @)
Toy products trading mMEEREE
The recoverable amount of the toy products trading CGU was MEEREERSESBEM KRB SRR
based on its value-in-use calculation and an impairment loss FAEBEET  YERZ-ETLFHRAE
of HK$4,201,000 was recognised in 2007. These calculations E 185 %4,201,0007T - ZEFTEHENE
used cash flow projections based on financial budgets BEMALE AT BIEE K& 7.8% 2 AhE
approved by management covering a five-year period, and at REF REREBRNERELE - AFHIM
a discount rate of 7.8%. Cash flows for the five-year period ZHEEREBNARIGREHETE - HERRT
were extrapolated using a 4% growth rate in considering the 50 B IRIR o
economic conditions of the market.
18. TRADE AND OTHER RECEIVABLES — THE 18. EWERFA N b FEIRFRIE — AR&E
GROUP AND THE COMPANY EIPSEININE]
Group Company
rEE AAT
2008 2007 2008 2007
2SN T LT R YICal —TTAF
HK$’000 HK$'000 HK$’'000 HK$'000
BET T BT BETT BT T
Trade receivables R
From third parties REE=H 20,513 8,895 — —
Less: provision for impairment  J5 : J& 45k I8 el (B B
of receivables (2,101) — — —
18,412 8,895 —_ —
Other receivables Hib W E
Deposits, prepayments and Be - BANRREMERKIE
other receivables 8,596 6,651 226 627
27,008 15,546 226 627

AEEESRAR - BRERK MR FOR
ZATEAREZEAELTEREAEZR - R
RRZFBNAI L REHATE -

The directors of the Group considered that the fair values of
trade and other receivables are not materially different from
their carrying amounts because these amounts have short
maturity periods on their inception.
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18. TRADE AND OTHER RECEIVABLES — THE  18.

GROUP AND THE COMPANY (continued)

For the toy products trading segment, the Group allows an
average credit period ranging from 30 to 90 days to its trade
customers. For property agency segment, the customers are
obliged to settle the amounts upon completion of the relevant
agreements and no general credit facilities are available. Based
on the invoice dates and relevant agreements, the ageing
analysis of trade receivables (net of impairment losses for bad
and doubtful debts) as of the balance sheet date is as follows:

FEUNBE R R Hib FEUN T8 — R &
EPSEZNCIRE )

WIAERBEENANE AREREES
BPETYEANF=1tENTRZEEH -
IMEREDEME - EFAEERTRM
R RIS AERIE - WRERHK—RE
E2H - RIFBER RAERMGE - BUERR
(R RIER ZREER) NEE R Z iRk D
DR CRNE

0 to 30 days 0Z230H

31 to 60 days 31£60H
61 to 90 days 61£290H
Over 90 days 90H A

The movement in the provision for impairment of trade
receivables is as follows:

At 1 January w—H—H

Addition through acquisition of g el Al D= RN b
subsidiaries

Impairment loss charged to R RN 2 REBE
income statement

Amounts written off Hif 55 & BB

Eliminated on disposal of a subsidiary & & 2 7)1 8

At 31 December R+-A=+—H
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2007
—ET+F
HK$'000 HK$'000
BET T BETT
7,533 6,391
2,422 983
797 535
7,660 986
18,412 8,895
FEMRFURERE 22T ¢
Group
%
2008 2007
—EENF —TEAF
HK$'000 HK$'000
BET T BETT
— 1,451
416 —
1,685 —
— (899)
— (552)
2,101 —
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18. TRADE AND OTHER RECEIVABLES — THE

GROUP AND THE COMPANY (continued)

At each balance sheet date, the Group reviews trade
receivables for evidence of impairment on both an individual
and collective basis. As at 31 December 2008, impairment
loss of HK$1,685,000 has been recognised (2007: HK$Nil).
The impaired trade receivables are due from customers
experiencing financial difficulties that were in default or
delinquency of payments.

The Group did not hold any collateral as security or other
credit enhancements over the impaired trade receivables,
whether determined on an individual or collective basis.

The ageing analysis of the Group’s trade receivables that were
past due as at the balance sheet date but not impaired, based
on due date is as follows:

18. EURF K H BRI — A&

YA YNCINE )

REEEER - REBERKRER REGEE
ERFEBERZREZE - RZTTNF
+ZA=+—8 EERFBEBELEE
1,685,0007C (ZZEZ+F  BEZTT) - &
WEERFREZ REART P ES M BAEE - i)
LB A IE R AT o

Bl ER S EBEEME - AKELHEL
BRI AR A R R R S A
FEERE -

AEENEE A D BIEL RRE 2 BUGER
RIRFHA DB RGO ITOT -

1 to 90 days past due BHI1E90H
91 to 180 days past due #HEI91E180H
Over 180 days past due #HA1808 M £

As at 31 December 2008, trade receivables of HK$13,642,000
(2007: HK$6,396,000) were neither past due nor impaired.
These related to a large number of diversified customers for
whom there was no recent history of default.

Group

rEH
2008 2007
—EE)N\F —ETLF
HK$°000 HK$'000
BT T BT
2,745 1,837
1,442 294
583 368
4,770 2,499

MR-BBNFE+-A=+—H - BEREHR
R E 2 FEUER 3K A7 13,642,0007T (=
T H4F ¢ 586,396,0007T) ° ZEFIBS
REZZEF  MZEREPHOIWEBHRE
RE DR o

—TT \FEH u%&ﬁmﬁ%
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18.

19.

TRADE AND OTHER RECEIVABLES — THE
GROUP AND THE COMPANY (continued)

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

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS — THE GROUP

18.

19.

FEUNBE R R Hib FEUN T8 — R &
EPSEZNCIRE )

BREBMERBERKERZZE2EPR
AEBHERRFNERELS - RIBAEER
i EEEMEHRNEEERTBREAN
ERNAR/A 2R DR RLHEAR
ZEEHRIERERE - AEEYEH DB
BARBIEZ B ERFTA TR -

BAVEAABRR M BEE
— A&H

Held for trading, at market value BIEEE MHE

Equity securities listed in Hong Kong #&E&B EH 2 KRE
Derivative financial instruments TESBIA
Equity linked investments IR A B 8912 &

The Group’s held for trading investments were disposed of
during the year.

As at 31 December 2007, the fair value of the Group’s held

for trading investments were determined at their open market
value.
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2008 2007
-2 S =
HK$000 HK$'000
BETT BT T
— 7,308

— 4,031

— 11,339

AEBEZBEEEREENFALE -

RIZBZ2LF+-A=+—H FAEEZH
FEERENRREFZAFATEEERY
&



20. BANK BALANCES AND CASH — THE GROUP
AND THE COMPANY

21.

Cash at bank and in hand
Short-term bank deposits

The short-term bank deposits earn interest ranging from 0.05%
10 2.85% (2007: 1.35% to 3.95%) per annum. They have maturity
of 1to 14 days and are eligible for immediate cancellation without

BIERERE
FRHRIT IR

receiving any interest for the last deposit period.

The directors of the Group considered that the fair value of the
short-term bank deposits is not materially different from its carrying
amount because of the short maturity period on its inception.

TRADE AND OTHER PAYABLES — THE GROUP
AND THE COMPANY

BT 15 R R M ot

For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

20. RITAEGRKRRE —AEERAR

=
Group Company
r&E FRAFH
2008 2007 2008 2007
—22/\5 REEiEall — 2%\ [kl
HK$'000 HK$'000 HK$'000 HK$'000
BT AT BETT BETT
7,038 6,270 255 2,912
4,850 229,167 4,850 16,395
11,888 235,437 5,105 19,307

Trade payables

Other payables
Accrued charges and
other creditors

FEAS RR K

H B FOR
FERT B P K EL A FE 5 3R0R

RERSRIT I BRI T2 4 0.05%£2.85%
(ZZZT L% 1 1.35%%E3.95%) ZH 8 -
EZHMARE AR RAKERERER —E
732 L8 BB BUH

AEBEZERR  BHRTFERZ AFER
HEMEYTEEAZR  RERZFEEN
RIMIRE A BIH -

21. BRI EMENTIR — &K

JS&NYNE
Group Company
r&E ERAH
2008 2007 2008 2007
—22/\5 RELiEall — 2%\ [kl
HK$'000 HK$'000 HK$'000 HK$'000
BT AT T BETT BETT
11,891 3,900 — —
19,258 11,174 2,046 1,745
31,149 15,074 2,046 1,745

—TT \FEH zwﬂﬁﬁﬁafa&]
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21.

22.

TRADE AND OTHER PAYABLES — THE GROUP
AND THE COMPANY (Continued)

For toy products trading segment, the Group was granted by
its suppliers credit periods ranging from 30 to 60 days. For
property agency segment, the commission payable was due
for settlement only upon the receipt of corresponding agency
fees received from customers. The ageing analysis of trade
payables were as follows:

21.

FEATBRR R HAb (T F0E — K&
EPSEZNCIRE )

RIMEERBEENME - AEEEAfRE
BETNF=1TZERTHZEES - st
RIBHEME - EAESARNEEIEFEE
RIBERAKER - BNRRZERE DTN
T

0 to 30 days 0Z230H

31 to 60 days 31£60H
61 to 90 days 61£290H
Over 90 days 90H A £

All amounts are short-term and hence the carrying values of
trade payables, accrued charges and other creditors are
approximate their fair values.

At 31 December 2008, accrued charges and other creditors
include an amount due to a minority shareholder of a
subsidiary, who is also a family member of an executive
director of the Company, amounted to HK$6,401,000 (2007:
HK$4,418,000).

AMOUNT DUE TO A DIRECTOR — THE
GROUP

The amount due is unsecured, interest-free and repayable on
demand. The carrying amount approximates its fair value.
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22.

Group
2008 2007
—EZ)N\F —TTLF
HK$'000 HK$'000
BETT BT
2,413 3,392
1,734 508
490 —
7,254 —
11,891 3,900
FrIE& B AEH - WENERN  E:tER

K AN R 2 R EE R E 2 A FER

s

Eo

RZZEENFE+-A=+—8 EFERK
Hib A RERIEEN —HNE AR —&D
AR 2 B E6,401,000 (ZFE+
1 5%54,418,0007T) * ZRERITEARDA]
—ERITEECRKEKE °

BN —EBEERNE — AKE

ZIR BRI R EER - %8 RANERKE
& HEEEREQFERS -
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23. PROMISSORY NOTE — THE GROUP

24.

The promissory note was issued to Mr. Ng Kai Man (“Mr. Ng”),

an executive director of the Group, as part of the consideration

for the acquisition of C21 Group during the year (note 29).

The amount is unsecured, bears interest at 3% per annum

and is wholly repayable on 23 January 2010. The carrying

amount of the promissory note approximates its fair value.

CONVERTIBLE NOTES — THE GROUP AND

THE COMPANY

23. AAEE —

— =< <

REH

AAEBR BT TASERITESTRARL
EAFRKEEL21SE
M RAE (FIzE29) ° ZIBEE
3% FREFERARZZ—ZEF—A=+
“HERHYEE AREBRZERERAEQAT

E(TRFEE]D

EHE -
24. AJHRRR

KR BB - 1%

FE — AEERAEARQF

The carrying values of the liability and equity component of the REBRAQRRAHSRKRER B BERERD
convertible notes of the Group and the Company are as follows: 7 ZE‘EE@ZIDT '
Liability component aEHo
2009 2011
Convertible Convertible
Notes Notes Total
—EZhEF —E——fF
ARBRERE AR ERE et
(note 24(a)) (note 24(b))
(MtzE24(a)) (MtzE24(b))
HK$'000 HK$'000 HK$'000
BT T BT T BT T
At 1 January 2007 W_EZt+F—H—AH — — —
Net carrying amounts on initial A R R FE
recognition 29,639 — 29,639
Imputed interest expenses HEZMEMX 532 — 532
Exercise of conversion rights 1T H ik (30,171) — (30,171)
Net carrying amounts at AZETLF
31 December 2007 and TZA=1+—HAK
1 January 2008 —ZETNEF
—A—HEmFEE — — —
Net carrying amounts on initial ) 4 e SR B AR T A
recognition — 115,321 115,321
Imputed interest expenses HEZAMEHE — 3,185 3,185
Interest on convertible AR B RS
notes accrued — (1,154) (1,154)
Net carrying amounts at R=BENF
31 December 2008 +=A=+-—H
AR FE — 117,352 117,352

—TT \FEH zwgaﬁﬁﬁafa&j
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24. CONVERTIBLE NOTES — THE GROUP AND 24. A/ # R EHE — KEBE KA A F

THE COMPANY (continued) (%)
Equity component HEZEB ST
2009 2011
Convertible Convertible
Notes Notes Total
—EZhEF —2——F
TEREE ARRERE ECE
(note 24(a)) (note 24(b))
(MtzE24(a)) (Mt &£ 24(b))
HK$'000 HK$'000 HK$'000
BT T BT T BT
At 1 January 2007 N\_ETLEF—H—H — — —
Net carrying amounts on initial R REFE
recognition 4,361 — 4,361
Exercise of conversion rights 1T H i nk (4,361) — (4,361)
Net carrying amounts at RZEZLF
31 December 2007 and +ZA=+—HK
1 January 2008 —ETNEF
—A—HEEFE — — —
Net carrying amounts on initial 25 W R AR E R (A
recognition — 14,679 14,679
Net carrying amounts at R=ZZBNF
31 December 2008 +=BA=+-—H
AR FE — 14,679 14,679
24(a) 2009 Convertible Notes 24(a) —“TEALETHRRER

On 23 July 2007, the Company issued convertible
notes with aggregate principal amount of
HK$34,000,000 (the “2009 Convertible Notes”),

R-ZEZ+FLA-+=H" K
NEBETAESBEBEBE
34,000,00070 2 AT 2R E4% ([ —

which were non-interest bearing and would ZENFRBREER]) - TRE
mature on 23 July 2009. The 2009 Convertible R ZEENFEtA=Z+=HE

Notes were convertible into shares of the
Company at conversion price of HK$0.10 per share
(subject to anti-dilutive adjustments). Unless
previously redeemed or converted, the Company
would redeem the 2009 Convertible Notes on their
maturity date at 105% of the outstanding
principal amount.
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Hi o T NFrREEAIZ
HpEGREKRHE¥0.105T (7
VER ) KRR AR F R
17 o BRIEFL AT D ERE B ok i i -
RABRRZERE 2 HHRR
REEASFEZI105%ER-F
SNFEATRRER -
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24. CONVERTIBLE NOTES — THE GROUP AND 24. AR EE — XEE KA A T

THE COMPANY (continued) (%)

24(a) 2009 Convertible Notes (Continued) 24(a) Z“TEAFUHRRER(E)
The fair value of the liability component, included EZEZNFABBREBEAFTA
in the 2009 Convertible Notes, was calculated ZBEBD 2 A TFETIRESIE
using a market interest rate for an equivalent non- AR RIE 2 TISHEGFE - 48
convertible note. The residual amount ERER LRSS 2 EBENFH
representing the value of the equity conversion SR AT RREREEEE
component, is included in shareholders’ equity in NZRRER ©
convertible notes equity reserve.

During the year ended 31 December 2007, all the BHE-_ZTZ+F+=-A=+—H
2009 Convertible Notes were converted into ILEE BT NFAHRRK
ordinary shares of the Company. Total number of EBROHBAARR z ERBRE
ordinary shares of HK$0.025 each converted was M EES0.0255C - EE Y
approximately 340,000,000 (note 26). LR 42 8049 /5340,000,0000%

(B 3E26) o
Interest expenses on the 2009 Convertible Notes —ETNFARRERZ T EH
are calculated using the effective interest method XTERERFRE - HEHE
by applying the effective interest rate of 9.75% BEDBOERAERFNEIT75%:T
to the adjusted liability component. "o
24(b) 2011 Convertible Notes 24(b) —F——EAHRBERE

On 23 July 2008 (the “Date of Issue”), the
Company issued HK$130,000,000 3-years 2%
convertible notes (the “2011 Convertible Notes”)
at 100% of principal amount to Mr. Ng as part of
the consideration for the acquisition of C21 Group
(note 29).

RZZEZNFELA-+=R([%
1THER) - ANARIR100% NG R
AR 5 A 3178 % 130,000,0007T
Z=FER% MR RE (=5 —
—FAMRER]) - (ERIET
WLW2EB 2 HHRE (FFFE29) °

—TT \FEH zwsaﬁﬁﬁafat%
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24. CONVERTIBLE NOTES — THE GROUP AND
THE COMPANY (Continued)

24(b)

2011 Convertible Notes (Continued)

At the option of the noteholders, the noteholders
have the right, subject to restrictions stated below,
to convert in whole or any part of the outstanding
principal amount of the 2011 Convertible Notes
into ordinary shares of the Company of HK$0.125
each at any time from the 15th day after the Date
of Issue up to and including the date which is 15
days prior to the maturity date at the initial
conversion price of HK$0.1375 per share. The
conversion price is subject to adjustment on the
occurrence of dilutive or concentrative event.
Following the Capital Reorganisation and the
Share Placing as disclosed in note 38(a) and 38(b)
respectively, the conversion price was adjusted to
HK$1.366 per ordinary share of HK$0.01 each
with effect from 31 March 2009. Unless previously
converted, the Company will redeem the 2011
Convertible Notes at its principal amount
outstanding on 23 July 2011.

The noteholders of the 2011 Convertible Notes
shall not exercise any conversion right attaching
to the 2011 Convertible Notes or to such an extent
that results or will result in (i) the noteholder and
parties acting in concert with it (within the
meaning under the Hong Kong Code on Takeovers
and Mergers) beneficially holding more than 29%
(or such percentage as may from time to time be
specified in the Hong Kong Code on Takeovers
and Mergers as being the level for triggering a
mandatory general offer) of the then enlarged
issued share capital of the Company at the relevant
date of conversion of the 2011 Convertible Notes;
or (i) the Company in breach of any provision of
the Listing Rules, including the requirement to
maintain the prescribed minimum percentage
(currently being 25%) of the issued share capital
of the Company held by the public (as defined in
the Listing Rules), unless prior approval or waiver
has been obtained from the Stock Exchange.
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24. AR

(%)

24(b)

ZE — AEERALQF

B2

“E-—FURRERE)

REBRBAZEE  ZBREA
ANBHEFE TSR EIFTRET) %
BITHERISHEZREHAS
H(REER) L BERE-F—
—F R EE 2 2 ER
DAREBEASHEIRVTHRES
f& 801375 T R BAR AT 2
Liml B EES®0.1257T °
HME R B SN A0 =0
T - BHIEE38(a) 2 38(b)%
BIEE B AEARRKRORES
% RBECHEREZEREES
o0y MR A AB1.366
T BZEENF=A=1+—H
REAERR o BRIESERIDAH R - B
AR RBIBER T ——F A=
+—HZREACEERN T ——
Fr R ER °

176 =T —— F AR RIEH
TR REN=F
——FABRERREAARE -
HITHAL (AEBFBARKE
RABTRIFE T ZHE) B
BERB_T——FABRRER
RMAMERZERBARAFE
BITIRARH#BE29% (R E B QA
Ui B & BF <7 B A By A E S 8 2
mElEEENBEREZ2EERD
Lo) A E#E s (DA RBIER
EHRRAUEAGEX - BRERA
FAL(EERELTHRAFHHER
RADBETEAZEEREBD
b GRES 325%) MTE - BRIFEE
BRPEAAESE#R - BRI =
E-—FARERERSEAATRF
TR RENSEZEEZ
REF o



1fFu

 Notes 0 the Financial Statements

BT 15 R R M ot

For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

24. CONVERTIBLE NOTES — THE GROUP AND
THE COMPANY (Continued)

24(b)

2011 Convertible Notes (Continued)

Further details of the principal terms and
conditions regarding the issue of the 2011
Convertible Notes have been set out in the circular
of the Company dated 28 June 2008.

The fair value of the liability component of the
2011 Convertible Notes was calculated using a
market interest rate for an equivalent non-
convertible bond. The residual amount, which also
approximates to the fair value of the equity
conversion component, is included in
shareholders’ equity in convertible notes equity

reserve.

Interest expense on the 2011 Convertible Notes
is calculated using the effective interest method
by applying the effective interest rate of 6.25%
to the liability component.

During the year ended 31 December 2008, no
2011 Convertible Notes were converted into
ordinary shares of the Company.

25. DEFERRED TAXATION

As at 31 December 2008, the Group has unused tax losses of
HK$42,732,000 (2007: HK$27,763,000) available for offset
against future profits that may be carried forward indefinitely.

No deferred tax asset has been recognised in respect of such

tax losses due to the unpredictability of future profit streams.

24.

25.

AR RE
(4)

— AEERA LT

24(b) —B——ETHRBER(H)
BRI —— AR
ZEBERRIEN - g — pEE
MAAR 7a%a_?7A¢A
A+ NBz#@&

E-E——FaBREERAER
DZAFETERAEIEAREE
BB ERGFE TR R
R\EBy R FEENRSBESRETD
SRARBRREERFEEAZK
R o

—E - FABRRREZNER
SMERERFNZE - HAER
DA ERME6.25%H -

BE-TTA\Ft-A=t+—H
IEFE  BEIE—EARR
EROEAIRARA A LB -

IEFERIE

R-ZTZNFF+_A=+—H  AEHJH
G R BNz RERABTEBERBE
42,732,000 (ZEZE+F : BE
27,763,0007T) - & 118 548 AT M R A
e o Eﬂﬁééﬁwﬁéﬂ%ﬁmﬁéﬂ%ﬁ © A A
FZENEEEBRREEHEEE

—TT \FEH uﬁﬁﬁmﬁ%
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26. SHARE CAPITAL — THE GROUP AND THE

26. RAN — REBRARTF

COMPANY
Number Share
of shares capital
R EE [N
‘000 HK$'000
T A% BT T
Authorised: ERE
Ordinary shares =Rl
At 1 January 2007, at HK$0.01 each N\_ZELF—-HA—H "
BREEE¥0.017T 50,000,000 500,000
Share consolidation of 5 ordinary AR ERAEEE0.01ITY
shares of HK$0.01 each into LTBRAE O AmR
2 ordinary shares of HK$0.025 FREEEE0.0257T.2
each (note a) EmAR (M eta) (30,000,000) —
At 31 December 2007 and 1 January RZ-ZZ+HF+_A=+—HK
2008, at HK$0.025 each —ZETENF-A—RH"
BRREEER0.0257T 20,000,000 500,000
Share consolidation of 5 ordinary AR GREESK0.0257TT2
shares of HK$0.025 each into LTakae s —REREE
1 ordinary share of HK$0.125 BEE0.125 2 B
each (note g) GED) (16,000,000) —
At 31 December 2008, at R=Z2ZNF+=HA=+—-8H"
HK$0.125 each EREEER0.1257T 4,000,000 500,000
Issued and fully paid: BEETRHR :
Ordinary shares TRk
At 1 January 2007, at HK$0.01 each W_ZZ+F—HF—H8 -
BREEER0.017T 1,953,682 19,536
Share consolidation of 5 ordinary hREREEREE0.01TTZ
shares of HK$0.01 each into LEiRetAMKREIREE
2 ordinary shares of HK$0.025 7 10.0257T 2 E AR
each (note a) (Mfsxa) (1,172,210) —
Issue of shares upon placing of & B & B 0 M & 1T AR (D
shares (note b and ¢) (M Eb o) 410,000 10,250
Issue of shares upon exercise of 171 B AR A T B2 1T AR ()
share options (note d) (M sEd) 33,085 828
Issue of shares upon conversion of EHB —ZEZNFAREERE
the 2009 Convertible Notes (note e) mE TR (Bt sTe) 340,000 8,500
Rights issue (note f) HER% (B EES) 4,693,673 117,342
At 31 December 2007 and 1 January R-ZEZ+F+-_A=+—HK
2008, at HK$0.025 each —EEN\F—-A—H"
BREEE¥0.0257T 6,258,230 156,456
Share consolidation of 5 ordinary hR SR EEA®0.025TT 2
shares of HK$0.025 each into TERAEMAE—REREE
1 ordinary share of HK$0.125 BEE0.125TT 2 E B
each (note g) (Ft3Eg) (5,006,584) —
At 31 December 2008, R-ZBZENFE
at HK$0.125 each +=ZA=+-8"
BREEER0.1257T 1,251,646 156,456
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26. SHARE CAPITAL — THE GROUP AND THE
COMPANY (Continued)

Notes:

a.

Pursuant to an ordinary resolution passed in a special general
meeting of the Company on 5 March 2007, every 5 issued
and unissued shares of HK$0.01 each in the capital of the
Company were consolidated into 2 shares of HK$0.025 each
(the “Shares”) with effect from 6 March 2007.

Pursuant to a placing agreement dated 24 January 2007 (as
amended by a supplemental agreement dated 9 February
2007), 220,000,000 Shares and 120,000,000 Shares were
issued and allotted at a consideration of HK$0.10 per Share
on 14 March 2007 and 11 April 2007 respectively.

Pursuant to a placing and subscription agreement dated 14
August 2007, the placing agent agreed to place 70,000,000
Shares held by Charm Management Limited (“Charm”) at a
placing price of HK$0.128 per Share and the Company agreed
to allot and issue 70,000,000 Shares to Charm at a subscription
price of HK$0.128 per Share. On 20 August 2007, 70,000,000
Shares were issued and allotted to Charm at a consideration
of HK$0.128 per Share.

During the year ended 31 December 2007, 33,084,960 Shares
were issued and allotted at the exercise price of HK$0.14 per
Share pursuant to the options granted under the share option
scheme of the Company.

On 23 July 2007, the Company issued the 2009 Convertible
Notes with aggregate principal amount of HK$34,000,000,
details of which is disclosed in note 24(a). Holders of the 2009
Convertible Notes with principal amounts of HK$10,000,000
and HK$24,000,000 exercised their conversion rights on 9
August 2007 and 15 November 2007 respectively. Accordingly,
a total of 340,000,000 Shares were issued and allotted in 2007.

An ordinary resolution was passed in a special general meeting
of the Company on 23 November 2007 to approve a rights
issue on the basis of three rights shares for every one Share
held by the shareholders on the register of members on 23
November 2007 at a subscription price of HK$0.038 per rights
share (the "Rights Issue”). The Rights Issue became
unconditional on 12 December 2007 and 4,693,672,800
Shares were issued and allotted on 13 December 2007 for a
total cash consideration, before share issue expenses, of
approximately HK$178,360,000.

GEE

a.

BT 15 R R M ot

—EEN\FHA=+—HILFE

26. R — AEBRARQT (&)

BER-_ZE+FZARBRZARFRERS
RIRKE HRB Y LBRER - AARRAF
SRRERAESE0.01IT 2B EITRAE
ﬁl]xfm{#i%ﬁﬁﬁxtﬁxﬁfﬁlﬁﬁzo 0257T.2
BH (5] RZEZEF=ANHAE
e

BEZSTLF-A-THBEZEERHS
(%«*ffti ﬁhEZ%ﬁ}EWJ Fﬁlﬁ
HDE TELF=A+TEAR=ZTT+
imﬂwL Ao RlIEERE®0. 107t 2 B
1T M AELE220,000,000R B 10 &
120,000,000 f% {7 °

BEZZTHFN\ATMHE 2 RE RRER
# o REREREKLEEESRE0.128
LB & Charm Management Limited
([Charm]) FT#% % 270,000,000 8% 1% + K&
ARRABKRABEESREE0.128TH
Charmfic 3 5% 1770,000,000/% 8% {5 = A=
ZEHENA-+H - REREK0.128TT
Z R{BMCharm¥17 & AC#70,000,000/% i%

{/‘\ °

BE_ZT+HE+-_A=+—HIFE &
BARBERETE DR ERE - 2E
BRBE®EO. 14T 21T EETREE
33,084,960/% f& 19 °
RZZEZLFLA=-+=8  AAREITR
% %878 % 34,000,000 2 — T NFA]
BIEEE - BEFBEENHE240) - B
“EELFNANBRZETLF+—A+
B 9 5l#AE AR 10,000,0007T
K 75 %624,000,0007T 2 — T N F ] %
ZRFHATERS 2 ABE - Al - R=
T HF 4 H T RACEE340,000,0000% %

{/‘\ °

REZBTZ+F+—AZTF=ZHZARRRE
FHRIAE L —EERRAEREEER U
BOE IR RS B SRR AR AR (5 75 %50.038 Lt
T - BEBR —TTLF+—A=+=
A&7 AW 2 R ETHE — AR D
=R (THAR]) - #FRR =TT+
¢+_ﬁ+_am%ﬁﬂ*1¢ YR =TT+
F+-A+=H%T % #4,693,672,800
MR - MR M EBTERMZLRSNE
414578 %178,360,0007T °

—EE\EEH 1ERARNE
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26. SHARE CAPITAL — THE GROUP AND THE 26. B4 — AEB R A QT (&)

COMPANY (Continued)

Notes: (Continued) MizE : (&)

g.  Pursuant to an ordinary resolution passed in a special general g.  IREARX ZENFEATMAZRE
meeting of the Company on 14 July 2008, every 5 issued and fFTE'JKﬁJ:@iEZ CRIRERER AR EIRAR
unissued Shares in the capital of the Company were *tﬂﬁxﬂ?’*ﬁ&%ﬁéﬁﬂ%\/\{ﬂ% igs
consolidated into 1 share of HK$0.125 each with effect from BEESE 1252ty B-ZEZEN\F
15 July 2008. +tATHBBER -

All the shares issued during the years ended 31 December HE-_ZTT ) N\FRZEZLF+ZA=+—

2008 and 2007 rank pari passu in all respects with the then HIEFERET TZFEﬁHﬁTﬁE%?‘i@E@$’&

existing shares of the Company. RIEREERNZEREMA

27. RESERVES — THE COMPANY 27. #E — 2 F
Convertible Share
Share Contribution notes equity options  Accumulated

premium surplus reserve reserve losses Total
THREE

RGRE  BEER  EGRE BRERE  RZiEE it

HK$'000 HK$'000 HK§'000 HK$'000 HK$'000 HK§'000

BETT BT RETR B%TRn BB BETn

At 1 January 2007 RZZ5tF-A-H 48,848 49,948 - — (49,721) 49,075

Issue of shares upon placement of shares REERBMEIRA 32,710 - - - - 32,710

Equity settled share-based payment transactions ~ WMERBRA X% 5 - - - 2,282 - 228

Issue of shares upon exercise of share options RrfFEREMETRG 6,086 - - (2,282) - 3,804

Issue of the 2009 Convertible Notes 2R NFUAREE - - 4,361 - - 4,361

Issue of shares upon conversion of the RIA-ZENE

2009 Convertiole Notes THREERE TR 26,032 - (4,361) - - 21,671

Rights issue R 61,017 - - - - 61,017

Share issue expense RIFENER (6,595) - - - - (6,595)

Loss for the year TEEER - - - - (64230)  (64,230)

At 31 December 2007 and 1 January 2008 RZFELETZA=T-AR

“EE\E-A-H 168,098 49,948 — — (113,951) 104,095

Issue of the 2011 Convertible Notes BIE--EuhRZE - - 14,679 - - 14,679

Loss for the year TEEER - - - —  (18563)  (218,563)

At 31 December 2008 R-2BN\E+ZA=1-8 168,098 49,948 14,679 —  (33251)  (99.789)

-ﬁ 98 21 Holdings Limited  Annual Report 2008



27.

28.

S Notes o the Firnancial Stafements

BT 15 R R M ot

For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

RESERVES — THE COMPANY (Continued)

Note:

The contribution surplus represented reduction in issued share capital
pursuant to a capital restructuring in 2004. Under the Company Law
of Bermuda, the contributed surplus of the Company is available for
distribution. However, the Company cannot declare or pay a dividend,
or make a distribution out of contributed surplus if:

a. it is, or would after the payment be, unable to pay its liabilities
as they become due; or

b. the realisable value of its assets would thereby be less than
the aggregate of its liabilities and its issued share capital and
share premium accounts

SHARE OPTIONS

Pursuant to the resolution passed at a special general meeting
held on 17 September 2004, the Company adopted a new
share option scheme (the “Scheme"”). The Company operates
the Scheme for the purpose of providing incentives and
rewards to eligible participants who contribute to the success
of the Group’s operations. The eligible participants of the
Scheme include the Company’s or its subsidiaries’ executive
directors, non-executive directors and employees, and any
business consultants, agents, financial or legal advisers and
any other persons who the board of director consider, at its
sole discretion, will contribute or have contributed to the
Group.

The grant of share options should be accepted within 30 days
from the date of the grant, at a consideration of HK$1, being
payable by the grantee upon the acceptance of grant. The
options may be exercised at any time within the period
commencing from the date of grant of the options and
expiring on the date determined by the directors, but in any
event such exercise period shall not exceed a period of ten
years commencing on the date the relevant option is deemed
to be granted.

27.
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28. SHARE OPTIONS (continued) 28. IBIRHE ()

100

The exercise price of the share options was determinable by
the directors, but was not able to be less than the higher of
(i) the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant, which
must be a business day; (ii) the average closing price of the
shares as stated in the Stock Exchange’s daily quotation sheet
for the five business days immediately preceding the date of
grant and (iii) the nominal value of the Company’s share.

Pursuant to the Scheme, the maximum number of shares in
the Company in respect of which options may be granted
when aggregated with any other share option scheme of the
Company is not permitted to exceed 10% of the issued share
capital of the Company as at the date of adoption of the
Scheme. Subject to the issue of a circular and the approval of
the shareholders of the Company in general meeting and/or
such other requirements prescribed under the Listing Rules
from time to time, the board may refresh the limit at any
time to 10% of the total number of shares in issue as at the
date of approval by the shareholders of the Company in
general meeting. Notwithstanding the foregoings, the shares
which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Scheme and any
other share option schemes of the Company at any time shall
not exceed 30% of the shares in issue from time to time.

No option may be granted to any person if the total number
of shares of the Company already issued and issuable to him
under all the options granted to him in any 12 month period
up to and including the date of grant exceeding 1% of total
number of shares in issue as at the date of grant. Any further
grant of options in excess of this 1% limit shall be subject to
the issue of a circular by the Company and the approval of
the shareholders in general meeting. Such participant and
his associates (as defined in the Listing Rules) abstaining from
voting and/or other requirements prescribed under the Listing
Rules from time to time. Options granted to substantial
shareholders or independent non-executive directors in excess
of 0.1% of the Company’s share capital or with a value in
excess of HK$5 million must be approved in advance by the
Company'’s shareholders.

At 31 December 2008, there were no outstanding share
options and there were no additional share options granted
during year ended 31 December 2008.
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28. SHARE OPTIONS (continued) 28. BRI )
(a) Movements in share options in 2007 (a) BRER-_FTZTLEFZET
The following table discloses movement of the TEREBHE-_ZETEFT-A=1
Company's share options during the year ended —BIEFEARQREREZZE

31 December 2007:

Number of share options
EREHA
Date of Exercise  Exercise At1 January Granted during  Exercised during At 31 December
grant period price 2007 the year the year 2007
R-ZRLE RoERLE
REAS TEEH kR -A-A FRRL FnfiE t=R=t-H
(note) (note)
(Hiz) (HzE)
HKS
it
Employees 13 January 2007 13 January 2007 to 0.140 — 19,850,976 (19,850,976) —
12 January 2009
8 ZERtE-At=H ZEErE-fATZREZ
“EENE-ATR
Others 13 January 2007 13 January 2007 to 0.140 — 13,233,984 (13,233,984) —
12 January 2009
At “EEtF-f+ZR ZERtE-ATZRE
“RENE-ATCA
- 33,084,960 (33,084,960 ) —
Weighted average exercise prices (HK$)
METEE (E47) NIATER 0.140 0.140 NATER
Notes: FiaE -
The exercise price and number of share options granted in REZZETLERN 2 EREZITHREREE
2007 were adjusted to reflect the share consolidation of every ETHE  URBR-_ZZLF=A B4
five shares of HK$0.01 each of the Company into two shares Wz B A WERKREREESE0.01
of HK$0.025 each which became effective on 6 March 2007. T2 B E G R IR EE & 0.0257T
21 o
At 31 December 2007, there was no weighted average REZZBZEFET_A=1+—H KRAIZE
remaining contractual life of the Company’s share options. PR T 8 AN E T T ER & K BRRR o

—ETNEER 21#;-;&75[5&/3&1 101
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28. SHARE OPTIONS (continued)

(b)

(©)

Share options exercised in 2007

All share options granted in 2007 were immediately
exercisable and exercised at the exercise price of
HK$0.140 per share. The weighted average closing price
of the shares of the Company immediately before the
dates on which the options were exercised was
HK$0.191 per share.

Fair value of share options granted in 2007
and assumptions

In 2007, the fair value of the share options granted was
HK$0.069. The estimate of the fair value of the share
options granted is measured based on Black-Scholes
pricing model. The inputs into the model were as
follows:

Closing price of the shares at the date of grant HK$0.1450
Exercise price HK$0.1400
Expected volatility 78.55%

Risk-free interest rate 7.75% per annum

Option life 2 years
Expected dividend yield 0.00%
The expected volatility was determined by using the
historical volatility of the share price of the Company

over the previous one year.

The Black-Scholes pricing model has been used to
estimate the fair value of the options. The variables and
assumptions used in computing the fair value of the
share options are based on the directors’ best estimate.
The value of an option varies with different variables of
certain subjective assumptions.
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29. BUSINESS COMBINATION 29. &6
On 23 July 2008, the Group acquired 100% of the equity RZZBZNFEAZT=0  REBEWET
interest of C21 Group for a total consideration of L21EE100% B A - BRERBE
HK$430,000,000 (the “Consideration”). C21 Group is 430,000,0007T ([ZHE]) - Had21 & E K
engaged in the provision of property agency and related ERMUMEREBEREBRS - BEZZEMN
services. The transaction had been accounted for using the BEEHEAR-

purchase method of accounting.

Details of the net assets acquired and goodwill are as follows: EBEAEEFERBEFBOT :
HK$'000
BT
Purchase consideration: EERIE :
Cash paid [mENE:A 200,000
Issue of promissory note (note 23) BrTAH R (M5E23) 100,000
Issue of the 2011 Convertible Notes, BT ——FABRREE
at fair value (note 24) A TE (fiE24) 130,000
Total purchase consideration BWEERE 430,000
Fair value of net assets acquired BWEEEFEZATE (40)
Goodwill (note 17) & (E17) 429,960
The goodwill is attributable to the high profitability of the HEDEARINE . EHEZE e BT
acquired business and the significant synergies expected to ARASBERET A1 SEBEEHEE S
arise after the Group's acquisition of C21 Group. NEE Y

—ETNEER 21#;-;&75[5&/3&1 103
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29. BUSINESS COMBINATION (continued)

29.

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

ES S=gti e )

WEEAZEERAGBOT

Acquiree’s

carrying
amount Fair value
BWELZREE AF¥E
HK$'000 HK$'000
BT BT
Property, plant and equipment Y - BEREE 536 536
Trade and other receivables JFE LG BR 51 % L At FE U R 0E 19,210 19,210
Cash and cash equivalents HekReEE 2,258 2,258
Trade and other payables FESBR S b B~ 3RTE (17,792) (17,792)
Provision for tax IR E (4,172) (4,172)
Net assets acquired BB EEEE 40 40
Purchase consideration settled in cash B E&HEEZEBERE 200,000

Cash and cash equivalents in BERERE LR Z

subsidiaries acquired HekReFE (2,258)
Cash outflow on acquisition WEREL ZIRSRE 197,742

C21 Group contributed revenue of HK$15.7 million and loss
of HK$3 million (exclude provision for impairment loss on
goodwill) to the Group for the period between the date of
acquisition and balance sheet date. Had the combination
taken place at 1 January 2008, the revenue and the loss of
the Group for the year ended 31 December 2008 would have
been HK$149.4 million and HK$209.2 million respectively.
These pro forma information are for illustrative purposes only
and are not necessarily an indication of revenue and result of
operations of the Group that actually would have been
achieved had the acquisition been completed on 1 January
2008, nor are they intended to be a projection of future
results.

There were no acquisitions in the year ended 31 December
2007.
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30. REBELEHERHBE LT

RZTZTLF - AEEDEHM(G) Good
Prosper Trading Limited & H i} B 2 7] ([GPTL
£[]) (i) GFT Holding Limited & E i@ 2
7] ([GFT Holding&Bl]) : (iii) Capital Prosper
Limited ; X (iv) Prosper Services LimitedZ &
iR - AL ELRWNB AR ZERESR
ERAE - BREUKREEASFERA
BRSO Z BT

30. DISPOSAL OF SUBSIDIARIES IN 2007

In 2007, the Group disposed of its entire interests in (i) Good
Prosper Trading Limited and its subsidiaries (the “GPTL
Group”); (i) GFT Holding Limited and its subsidiaries (the " GFT
Holding Group"); (iii) Capital Prosper Limited; and (iv) Prosper
Services Limited. The details of assets and liabilities disposed
of, total consideration and an analysis of the net inflow of
cash and cash equivalents in respect of the disposals of the
above subsidiaries are summarised as follows:

GFT Capital Prosper
GPTL Holding Prosper Services
Group Group Limited Limited Total
GFT Holding
GPTLEE &8 st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BB BETT BETT
(Note i) (Note ii) (Note iii) (Note iv)
(B &) (3Ei) (P i) (Bt Eiv)
Net liabilities disposed of by the Group: KEEFTHE 2
BEFE
Property, plant and equipment ME - BERRE 12,970 50,477 — — 63,447
Prepaid lease payments BNREHE 5,561 3,375 — — 8,936
Club debenture it — 220 — — 220
Inventories r& — 9,463 - — 9,463
Trade and other receivables P ST BR 3 % A L R 0E — 34,215 — 28 34,243
Bank balances and cash BOEBRERS 69 6,815 — 103 6,987
Bank loans RITER — (18,000) — — (18,000)
Obligations under finance leases REMERK — (3,027) — — (3,027)
Trade and other payables I BR 3% % E A A 5R0E — (29,140) — (19) (29,159)
Amount due to group companies e EBRRIZE (17,309) (67,248) — — (84,557)
Amount due to related companies e BIE R RIZUE (2,096) (877) (25) (157) (3,155)
Tax payable FERRIR — (319) — — (319)
(805) (14,046) (25) (45) (14,921)
Minority interests DEREER - an — — 71)
Translation reserve RN (1,859) (1,250) — — (3,109)
Attributable goodwill [EEEE 396 — — — 39
(2,268) (15,367) (25) (45) (17,705)
Gain on disposal HEME 4,976 15,367 25 45 20,413
Total consideration satisfied by cash ~ RE £z ARE 2,708 — — — 2,708
Cash consideration BeRE 2,708 — — — 2,708
Bank balances and cash disposed of ~ FTHE ZFITHEBRIES (69) (6,815) — (103) (6,987)
Cash inflow/(outflow) on disposal HEREECRS
mA/ () 2,639 (6,815) — (103) (4,279)
—zenfEH 22EARAR 105
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30. DISPOSAL OF SUBSIDIARIES IN 2007 (Continued)

Note:

@)

(i)

(iii)

(iv)

The Company entered into an agreement in November 2006
to dispose of its entire equity interest in and the amount due
from GPTL Group to the Group (the “Debt”) to an independent
third party, Sky Hawk International Limited (“Sky Hawk") for
an aggregate consideration of HK$20 million. The principal
assets of GPTL Group are the land use rights in respect of
parcels of adjacent lands situated at Boluo, Huizhou and the
infrastructure erected thereon. HK$2 million was paid by Sky
Hawk upon signing of the agreement and the balance was to
be settled on completion.

Pursuant to the deed of assignment dated 28 June 2007, the
Group assigned the Debt to Sky Hawk. GPTL became indebted
to Sky Hawk in amount of approximately HK$17 million.

Pursuant to the supplemental agreement dated 28 June 2007,
Sky Hawk paid a further sum of HK$2 million and delivered to
the Company a promissory note with a principal amount of
HK$16 million which was interest free, due on 31 December
2007 and secured by the entire issued share capital of GPTL.
Sky Hawk fully settled the amount before the balance sheet
date.

On 16 April 2007, the Company entered into an agreement
with Innovative Sonic International Limited (“Innovative
Sonic”), a company beneficially owned by Mr. Leung Wai Ho
and Mr. Wong Chung Shun, former directors and substantial
shareholders of the Company. Pursuant to the agreement, the
Company agreed to sell and Innovative Sonic agreed to
purchase the entire equity interest of and the amount from
GFT Holding Group (the “Loan”) at an aggregate consideration
of HK$2. GFT Holding Group engages in toy manufacturing
and toy trading.

Pursuant to the deed of assignment dated 28 June 2007, the
Group assigned the Loan to Innovative Sonic. Great Force
Technology Limited, a subsidiary of GFT Holding Limited
became indebted to Innovative Sonic in amount of
approximately HK$68.6 million.

On 28 December 2007, the Group disposed of its entire interest
in Capital Prosper Limited, which was inactive, to independent
third parties for an aggregate consideration of HK$2.

On 28 December 2007, the Group disposed of its entire interest
in Prosper Services Limited, which was principally engaged in
the provision of management services to the Group, to
independent third parties for an aggregate consideration of
HK$2.
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(ii)

(iii)

(iv)
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31. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES

The Group is exposed to financial risks through its use of
financial instruments in its ordinary course of operations and
in its investment activities. The financial risks include market
risk (including currency risk, interest risk and other price risk),
credit risk and liquidity risk.

Financial risk management is coordinated at the Group’s
headquarters, in close co-operation with the board of
directors. The overall objectives in managing financial risks
focus on securing the Group's short to medium term cash
flows by mininising its exposure to financial markets. Long
term financial investments are managed to generate lasting
returns with acceptable risk levels.

31.1 Categories of financial assets and liabilities

The carrying amounts presented in the balance sheets
relate to the following categories of financial assets and
financial liabilities.

31.

TREREEBZEREE

AEERARLSESRIARELTDTER
FRERTAMBSSRER SRERE
EmZER (BREERR - FXER&E
fERER) - FERRIRRHESRAR -

SHENEREBEAEEENHE L0
EFQETA - ERLRARZEBEN
PR REA R MG MET 2R E -
HELRENRBAIE2 AR - KBS MR
AEIRH A ERR AT R EE A
# -

SLIMBEERGRER

BEABRERZREEE TG
BERERBEENEH -

Group Company
rEE NN
2008 2007 2008 2007
—EINF —ETLF —EENF “TTLF
HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT
Financial assets BREE
Loans and receivables: R R EREE
Trade and other receivables JEY R 20 % H b JE Ut 70 7B 24,294 12,889 — 1
Amounts due from NG E N
subsidiaries — — 170,733 242,361
Bank balances and cash ROEBRERS 11,888 235,437 5,105 19,307
36,182 248,326 175,838 261,669
Financial assets at fair value ZATFEAEBREZ
through profit or loss BREE — 11,339 — —
36,182 259,665 175,838 261,669
Financial liabilities BBAE
At amortised cost: RBERA
Trade and other payables  JE{TERFUR E i e3R8 31,149 15,074 2,046 1,745
Amount due to a director ~ ENZESZUE 862 — — —
Promissory note EARE 100,000 — - —
Convertible notes RE:S S 117,352 — 117,352 —
249,363 15,074 119,398 1,745

—TT \FEH uﬁﬁﬁmﬁ%
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. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

31.2Foreign currency risk

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's exposures to currency risk arise from its sales
and purchases from the toys products trading business,
which are primarily denominated in Renminbi (“RMB")
and United Stated dollars (“US$"). These are not the
functional currencies of the Group entities to which
these transactions relate.

Foreign exchange risk arises when future commercial
transactions or recognised assets and liabilities are
denominated in a currency that is not the Group entity’s
functional currency. The Group has not entered into any
derivative instruments to hedge the foreign exchange
exposures.

The following table provides details of the Group’s exposure
at the balance sheet date to foreign exchange risk arising
from recognised assets and liabilities denominated in a
currency other than the functional currency of the entity
to which they relate are shown below:

. ERERMBEEREREE @

31.2 5 BE JEL B

E¥EREREXEEMERSHT
EMAFEIARKRBEREEB 2R
e AEBzERERRE LITAE
mBSEBZEELY  REEHE
ZUARE(TARK]) RET([E
TDFHE - ZEF BB L HEAEEER
ZHR BRI RZERERS -

SN R 2R BB AR R 7 3R R 5 sk RERR A
REBNEEEAINEETHEZEE
B EMOER o ANEE W &R (M
PTET REIHINE R o

TREHRFE  BRAREAERS
HBRRERAEHEERBEEE U
E¥FECEERBBZINERLE -
BRAOE

uUs$ RMB
EH AR¥
‘000 ‘000
Tt Tt
At 31 December 2008 R-ZZEENF+=-A=+—H
Trade and other receivables JFE LG BR 5% I L At FE U R 0E 344 1,386
Bank balances and cash RITEBR LIRS 221 —
Trade and other payables JE AT BR 3% B2 HL th & A~ SR IE (202) (468)
Overall net exposure BRFAE 363 918
At 31 December 2007 R-ZEZtF+=A ‘+ =|
Trade and other receivables JiE LA R SR % EL A i LAUER 782 4,462
Bank balances and cash RITEHRERS 136 —
Trade and other payables JE AT BR 3R N b FE A 3R (553) (3,919)
Overall net exposure BEFEAE 365 543
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31. FINANCIAL RISK MANAGEMENT 31. s@EREEEEREE @
OBJECTIVES AND POLICIES (continued)

31.2Foreign currency risk (Continued) 31.25ME R B (48)

The Group considers its foreign currency exposure is
mainly arising from the exposure of RMB and the US$.

The Group does not hedge its foreign currency risks with
US$ as Hong Kong dollars is pegged to US$ and thus
foreign exchange exposure is considered as minimal.

As at 31 December 2008, if Hong Kong dollar had
weakened/strengthened by 10% (2007: 5%) against
RMB, with all other variables held constant, loss after
income tax for the year and accumulated losses would
have been HK$92,000 (2007: HK$27,000) lower/higher,
mainly as a result of foreign exchange gains/losses on
translation of RMB denominated trade and other
receivables and trade and other payables. The Group
does not hedge its foreign currency risks with RMB.
However, management monitors the foreign exchange
exposure and will consider hedging significant foreign
currency exposure should the need arise.

The foreign currency risk exposed to the Company at
the balance sheet date is immaterial.

31.3Interest 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 promissory note,
convertible notes and bank deposits. Borrowings bearing
variable rates and fixed rates expose the Group to cash
flow interest rate risk and fair value interest rate risk
respectively. The Group's promissory note and
convertible notes mainly pay fixed interest rates. The
Group has not used any interest rate swaps to hedge
its exposure to interest rate risk.

AEERBENERBREIERBFA
ARBERET -

PRSI S H18 - RS 5ME R 2
YAEKN  BAKRELEEPEET
SMNERRR ©

RZEBEENE+ZA=+—8H " ##5
BEHARBRE/FEI10% (ZZTZ+
F:5%)  MEMTEZEEZRET
g AKFEZBRAEHEBEBRRRE
EEBR L 1A% 92,000T (ZF
T4 B#27,0007T) C TBTIHRP
BREUARBEE 2 EWRR R E M
JRE L 3R T8 LA J% FE A< BR 5K B EL b B A5 3R
B2 INEW S, BEE - AEBEW
MR EARBINERR - A - B
BEESIINERR  TEREFER
1REBIRFEHINERK

ARNBREEBET 2 HNERR I T
BRo
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For the year ended 31 December 2008 #HZ—_ZEZNF+_A=+—HIFE

. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

31.3Interest rate risk (Continued)

At 31 December 2008, 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 loss after income tax and
accumulated losses by approximately HK$59,000 (2007:
HK$1,177,000). The 50 basis point increase/decrease
represents management'’s assessment of a reasonably
possible change in interest rates over the period until
the next annual balance sheet date.

The cash flow and fair value interest rate risk exposed
to the Company at the balance sheet dates are
immaterial.

31.4Equity price risk

Equity price risk relates to the risk that the fair values or
future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than changes
in interest rates and foreign exchange rates). The Group
is exposed to change in market prices of listed equity
and debt securities in respect of its investments in listed
equity and debt securities classified as financial assets
at fair value through profit or loss.

As at 31 December 2008, the Group and the Company
does not hold any investments in equity and debt
securities. As at 31 December 2007, if equity prices had
been 5% higher/lower, with all other variables held
constant, the Group’s loss after income tax for the year
ended 31 December 2007 would have been
HK$567,000 lower/higher. There will be no impact on
other components of equity.
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31. FINANCIAL RISK MANAGEMENT . eREREEBEREBUR @)

OBJECTIVES AND POLICIES (continued)

31.5Credit risk 31.55 AR

Credit risk refers to the risk that the counterparty to a
financial instrument would fail to discharge its
obligations under the terms of the financial instrument
and cause a financial loss to the Group. The Group’s
exposure to credit risk mainly arises from granting credit
to customers in the ordinary course of its operation and
its investing activities.

The Group has adopted procedures in extending credit
terms to customers and in monitoring its credit risk. The
Group's credit policy and practices include assessment
and valuation of customer’s credit reliability and periodic
review of their financial status to determine the credit
limits to be granted.

As at the balance sheet date, the Group has no
significant concentration of credit risk, with exposure
spread over a number of customers and counter parties.

The credit risk in relation to the Group’s cash and cash
equivalents is considered negligible as with the
counterparties are reputable banks and financial
institutions with good credit ratings.

The maximum exposure to credit risk at the balance date
is the carrying amount of each class of financial assets.
The Group does not provide any other guarantees which
would expose the Group to credit risk.

CERBESRTAZRSHFEE
i@ﬂﬁ%iﬂIﬂMmZEE&%
BAEBEXVBERLIZAR - K&
EAZZEERBREBRNEATE
BRETMELPEREEERKEARE
& o
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AEPERSHT  BUBEAZE
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31. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

. ERERMBEEREREE @

31.6Liquidity risk 31.6 BN & & AR

Liquidity risk relates to the risk that the Group will not
be able to meet its obligations associated with its
financial liabilities. The Group is exposed to liquidity risk
in respect of settlement of trade payables and its
financing obligations, and also in respect of its cash flow
management. The Group’s objective is to maintain an
appropriate level of liquid assets in the short and longer
term. The Group finances its working capital
requirements mainly by funds generated from
operations and from fund raising activities such as
placement and rights issue.

The table below analyses the undiscounted cash flows
of the Group's and the Company’s financial liabilities
that will be settled into relevant maturity groupings
based on the remaining period at the balance sheet date
to the contractual maturity date and at the earliest date
the Group and the Company can be required to pay.

RBEERBBAN A EEEEEET
HUBBaEMIEFZER - AEE
7¥‘x2mu§b§%ﬂ QRN S E R BR
REEMEER  THARERERE
Afi AEHEZBERRNEHMKEH
NEFESBEKTFZREE - ~EH
FEULERERENHREEEE
PESZECERNELESES -

TROMAEBEARRRARBRRS
mEZHBaE(BREEIIEER R
wE)  DIRBAEEREANTIHR S
AEBEAMARBRERMNRE 2 F ek
HiE - RAWBEZSBER/MNERA
THERE -

The amounts disclosed in the table include both interest
and principal cash flows.

Group rEH
Between Between
Within 1 and 2 and
1 year 2 years 5 years
—FR —EWF MERSF
HK$'000 HK$'000 HK$'000
BET T BETIT BET T
At 31 December 2008 R=ZBENF
+=—A=+-—H
Trade and other payables JFE A B SRR e L At FE A5F R 28,664 — —
Amount due to a director JEHEERIB 862 — —
Promissory note I ¥ 3,000 101,500 —
Convertible notes G E 5 2,600 2,600 132,600
35,126 104,100 132,600
At 31 December 2007 R=BZtHF
+=—HA=+-—H
Trade and other payables JE A< BR 30 B HAth FE AT 3R 15,074 — —
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31. FINANCIAL RISK MANAGEMENT 31. s@EREEEEREE @
OBJECTIVES AND POLICIES (continued)

31.6Liquidity risk (Continued) 3.6 FEL AR (&)
Company AT
Between Between
Within 1 and 2 and
1 year 2 years 5 years
—FR —EWEF MERE
HK$'000 HK$'000 HK$'000
BT T BT T BT T
At 31 December 2008 R-ZZENF
+=ZHA=+-—H
Trade and other payables JE A< BR 35 % L Ath JE A< IR 892 —_ —
Convertible notes AR SRR 2,600 2,600 132,600
3,492 2,600 132,600
At 31 December 2007 R-BBLHF
+=ZA=+—8H
Trade and other payables FES BR S E b B 5 3RTE 1,745 — —

31.7 Fair value risk 3.7 A FERRK
All significant financial instruments are carried at FMEERER T A RASHEERS
amounts not materially different from their fair values RNZEEZNFRZZEZLFT A=
as at 31 December 2008 and 2007. T—HZAFETEEREZR -

32. CAPITAL MANAGEMENT 32. EXREE

The Group's objectives when managing capital are: rEEEBERZBRE -

e tosafeguard the Group’s ability to continue as a going s WBRAEEUBELE  #ERRE
concern, so that it continues to provide returns for RRHER - BEMFSIEEESET
shareholders and benefits for other stakeholders; =

e tosupport the Group’s stability and growth; and e IRBAEBBEEERKE R

e to provide capital for the purpose of strengthening the o REEBEXRLIMAREEZREREIER
Group’s risk management capability. K

—ETNEER 21#;-;&75[5&/3&1 M13
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32. CAPITAL MANAGEMENT (continued)

The Group actively and regularly reviews and manages its
capital structure to ensure optimal capital structure and
shareholder returns, taking into consideration the future
capital requirements of the Group and capital efficiency,
prevailing and projected profitability and projected operating
cash flows. The Group currently has not adopted any formal
dividend policy.

The Group monitors capital on the basis of the gearing ratio.
This ratio is calculated as total borrowings divided by total
capital. For this purpose, the Group defines total borrowings
as convertible notes and promissory note. Total capital is
calculated as total equity, as shown in the consolidated
balance sheet, plus total borrowings.

The gearing ratios at 31 December 2008 and 2007 were as
follows:

32.

BEARERE &)

AEETHEHMEANERELENERE - 5
REARBEIBEROFEBREKT - XE
BAKEZ ARERFTRRENY - B
KRIEtBMENAR BT 2ERERE - KN
B B AT W AR A M EXR K -

AEBEEREANERNERBLRSER -
AL ERRBEERABERTE - plim
5 ARBEREREERABBRERREAR
RiE - mEAZGAREZ BEAEERER
PRERE) BB EE -

RZBEENFER_EELF+_A=+—

Promissory note A EIR
Convertible notes G E 5
Total borrowings BIEE

Total equity HrEm

Total capital A

Gearing ratio BEARMEB G
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H EXEEELENAT :

Group

A EE
2008 2007
—EE2N\F —ETLF
HK$'000 HK$'000
BT T BT
100,000 —
117,352 —
217,352 —
56,453 247,634
273,805 247,634
79.4% Nil




33.

34.

gtio

Notes (0 the Financial Statements

BT 15 R R M ot

For the year ended 31 December 2008 #HE—ZFEZENF+_A=+—HILFE

RELATED PARTY TRANSACTIONS B.BEALTRS
In addition to the transactions/information disclosed elsewhere R EHERREMESAIERECR S, &
in these financial statements, during the year, the Group had BN - FAREEEREATET TR
the following transactions with related parties. Z
Related party relationship HBEALTZBEE 2008 2007
—EE)N\F —ETLF
HK$'000 HK$'000
BT T BT T
Key management personnel, FEEBRAS  BEESE (M)
including directors (note)
Salaries and allowances e MOERA 2,920 2,991
Contribution to defined ) R G B K
contribution plan 33 31
Companies under common control by AR BHITESE K
executive directors and shareholders P& IR H R H 2 A 7
of the Company
Referral income received 2UE N YA 65 -
Administrative expenses paid: BATHEY
Security R — 155
Staff welfare BT&EA — 128
Transportation il — 52
Note: B 5T
The remuneration of directors and key executives is determined by BEERFETHAEZHENESZTSRTEAR
the board of directors having regard to the performance of individuals WREMISBEMERE °
and market trends.
CAPITAL COMMITMENTS 34, EARELE
Group AEE

The Group did not have any significant capital commitments
as at 31 December 2008.

As at 31 December 2007, the Group had capital commitments
in respect of acquisition of property, plant and equipment of
approximately HK$15,056,000 contracted but not provided
for in the financial statements.

R-FZENF+-A=1T—H AEELE
EAIEREARALE -

N-BZ+F+_A=1+—H KEEEH
RAREME - BEMEHEZERTHERRE
TSR IB R E A AR IE X A 7B 515,056,000

JC ©

—TT \FEH zwsaﬁﬁﬁafat%
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34. CAPITAL COMMITMENTS (continued)
Company

The Company did not have any significant commitments as
at 31 December 2008 and 2007.

35. OPERATING LEASE COMMITMENTS

Group
At 31 December 2008, the total future minimum lease

payments under non-cancellable operating leases payable by
the Group are as follows:

34. 1

35.

R-BZENER _ZEELF+_A=1+—
B - AR EEAE AT AALE o

REFHERIE
HEH
W-EENE+—A=+—0  BERH

AT ER T 5 BRI A B 7 R R A
NRSRENT

—F R
FoEFERF (R

Within one year
In the second to fifth year inclusive

The Group leases certain of its office premises and
photocopying machines. The leases run for an initial period
of one to five years, with options to renew the lease and
renegotiated the terms at the expiry date or at dates as
mutually agreed between the Group and respective landlords/
lessors. None of the leases include contingent rentals.

Company

The Company did not have significant operating lease
commitments as at 31 December 2008 and 2007.
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EERME)

2008 2007
—2EN\F —RELHF
HK$'000 HK$'000
BETT BT IT
2,909 466
1,925 403
4,834 869

AEBEAEETERREMERFENK - B
BHEVH RBA—ZRF AIRIBB KA
SEEMREE HEAERREZAHE
BETHENEMERGS - AHHENE
BREIAEE -

R-BZENFER _ZEELF+_A=1+—
B ARBLEEALEHEARE -
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36. BANKING FACILITIES

37.

At 31 December 2008, no banking facilities were granted to
the Group.

At 31 December 2007, the banking facilities granted to a
subsidiary amounted to US$7,000,000 which had not been
utilised were secured by cash deposits and marketable
securities with aggregate net book value of HK$19,103,000.

CONTINGENT LIABILITIES

On 8 October 2004, Mr. Kwok Chin Wing (“Kwok"), a former
director of the Company, commenced legal proceedings (the
“Action”) against the Company in respect of the loans due
from two former subsidiaries of the Company, namely,
Rockapetta Industrial Company Limited and Grand Extend
Investment Limited, for a sum of approximately HK$44.5
million and accrued interest thereof.

The Action is still pending in the High Court of Hong Kong
SAR. The Company had already completed discovery of all
documentary evidence and exchange of witness statements
as to the fact pursuant to the directions of the Court and
also obtained Counsel’s advice on the pleadings, evidence
and merit of defence in the Action. The Company was ready
to proceed with the trial of the Action since early 2006.

However, Kwok took out applications in the Action in July
2006 for substantial amendments to his Re-Re-Amended
Statement of Claim (“the Amendment Application”) and
joinder of party to the Action (“the Joinder Application”).
The Amendment Application and the Joinder Application had
substantially delayed the setting down of the Action for trial.

The Amendment Application and the Joinder Application were
granted by the Court on 19 April 2007. The newly joined
defendant had filed his defence and the Company had also
properly dealt with all consequential amendments to the
pleadings. Discovery and inspection of documentary evidence
between Kwok and the newly joined defendant were
completed. Kwok has filed and served his Supplemental
Witness Statement but the newly joined defendant has not
yet made ready his witness statement. Recently, Kwok
indicated that further amendment to his Statement of Claim
would be required. It is foreseeable that the trial of the Action
would be further delayed.

36.

37.

R-ZZEE+F+-_A=+—8  B#F— Rk
BRRETEHARTHERE A
7,000,000 7T + JYHARME FHEABE
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FTHELR -

HAREE

W-ZZTME+ANR  ARBINEELE
Lo E ([BE]) AR B ME AT B QA
(BEREBEEERATLEESREBARAT) A
IR EFRH) 7 44,500,0007T E FEEH B A 2R
ANEIFEEEFR ([FFR])) -
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37.

38.

CONTINGENT LIABILITIES (Continued)

Notwithstanding the contemplated amendments to the Re-
Re-Re-Amended Statement of Claim, the Solicitors and
Counsel acting for the Company still hold good of their advice
previously delivered to the Company. With the benefit of the
advice of Solicitors and Counsel acting for the Company, the
directors of the Company formed the opinion that Kwok does
not have a valid claim against the Company and therefore it
is unlikely to have any material adverse financial impact on
the Group.

POST BALANCE SHEET EVENTS

(@) On 22 December 2008, the Company has proposed
Capital Reorganisation as follows:

(i)  Share Consolidation: every twenty shares of
HK$0.125 each in both the issued and unissued
share capital of the Company would be
consolidated into one consolidated share of
HK$2.50;

(i)  Capital Reduction: upon the Share Consolidation
becoming effective, the par value of each issued
consolidated share would be reduced from
HK$2.50 to HK$0.01 by the cancellation of
HK$2.49 of the paid-up capital on each
consolidated share;

(iii)  Share Subdivision: upon the Share Consolidation
and Capital Reduction becoming effective, each
of the authorised but unissued consolidated share
in the capital of the Company of par value of
HK$2.50 should be subdivided into 250 new
shares of par value of HK$0.01 each; and

(iv) Share Premium Reduction: upon the Share
Consolidation, the Capital Reduction and the
Share Subdivision becoming effective, the entire
amount of the share premium account of the
Company would be cancelled.

Pursuant to a special resolution passed in a special
general meeting on 11 February 2009, the Capital
Reorganisation becomes effective from 12 February
2009.
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38. POST BALANCE SHEET EVENTS (Continued)

(b)

On 17 December 2008, the Company, as the issuer, and
Hani Securities (H.K.) Limited (“Hani"), as the placing
agent, entered into the share placing agreement (the
“Share Placing”), pursuant to which Hani shall, on a
best effort basis, procure not less than six placees to
subscribe for up to a maximum of 220,000,000 placing
shares of HK$0.01 each (“Placing Share”) by one
tranche or multiple tranches at HK$0.15 per Placing
Share.

On 11 February 2009, pursuant to an ordinary resolution
passed in the special general meeting, the Share Placing
was approved by the shareholders. On 31 March 2009,
the first tranche of the Share Placing was completed
and 130,000,000 Placing Shares were issued and
allotted to not less than six placees at a consideration
of HK$0.15 per Placing Share.

On 17 December 2008, the Company, as the issuer, and
Get Nice Securities Limited (“Get Nice"), as the placing
agent, entered into the convertible notes (“CNs")
placing agreement, pursuant to which Get Nice shall,
on a best effort basis, procure not less than six
subscribers to subscribe for the CNs with an aggregate
principal amount of up to HK$120,000,000 by one
tranche or multiple tranches. The CNs carry rights to
convert into shares of the Company at the lower of (i)
the initial conversion price of HK$0.18 (subject to
adjustments); and (ii) the average closing price of the
shares of the Company for five trading days ending on
the day immediately preceding the date of a relevant
conversion notice, subject to a limit of not less than
HK$0.15 (subject to adjustments).

The fund raising activities stated in (b) and (c) above were
still in progress and did not have material impact to the
financial statements for the year ended 31 December 2008.

38.

|\|:|

(b)

BT 15 R R M ot

—EEN\FHA=+—HILFE

HEHESEHE®)

RZZEZENF+ZA++tH ' KAQH
(tERIITA) BEFES (BE) B8R
2AEN(MERM]) EARRENRE) FT K
NEEHZ ([RHOEE]) - &t -
BRBEBHITEREE  REFIR
NBEL ARG ERMEE0.15
T U—ilh sk ZHEERERS
220,000,000/ TR E{EEE0.017T,2
RRERD ([EEE’RHD]) -

REZZEZENF-_A+—H  RBERK
RHEASRBZER /9%;%%% B 5
MREEREE - R-_SETAE=ZA
=+—8" Eﬁtﬂxfﬁﬁa%am?ﬁ
1130,000,000% i & f&% (7 1= & AR AL &
& BEE0 ST 2 RE » 81T RALE
TR DRINBEBLA o

R-ZEENF+_A++tH " ZK’AT
(ﬁﬁﬁ’éfﬂ\)éﬁi% TEHFBHRA
(I#&497 1) <14E%EE%1&@)%TIHJ@H§
ZER([IRRERREHE - B
It - BT EIRBNTTREE - RFET
DRNEZRBEAUN—HEHZH TR
RIBA ARG R E S 120,000,000
T2 AR IR o AR IR A
F - ARG WP R IREEK0.187T (7]
FHRE)  RVARRIROEZERR
BBAMEAIEAARRZ S A2 FHK
TE(TRABEREE. 15T (AT
AR)) ZBRIEE L BEARE G -

Eit(b) K (c )IEE%“_EJJTDEL‘GEP wAR

BHEZRE—

ENF+_A=T—HLFE

Zﬁiﬂ%ﬂiﬁﬁiiﬁ%% °

—EE\EEH 1ERARNE

119



Financial Surmmary

BT 158 2

For the year ended 31 December

BE+-RA=1T—-HLEE

2004 2005 2006 2007 2008
—ETNFE ZTTHE ZTTRE ZTTLF e
HK$'000  HK$000  HK$000  HK$000 EEIEHL0;
BEFL  BBTFr  BETr  BET LA
(restated)
(&)
Revenue Yk 165,291 179,128 132,632 132,987 119,586
(Loss)/Profit before income tax ~ BRET{SEi A1 (E518) /& F (1,666) 12,044 (36,457) (74,799)  (205,937)
Income tax (expenses)/credit Frsf (Ax) #He (1,786) (873) (76) (171) 77
(Loss)/Profit for the year AFEE (B8) /&7 (3,452) 11,171 (36,533)  (74,970)  (205,860)
Attributable to: 4G -
Equity holders of the Company ~ AR BIEREH A (6,169) 10,056 (36,610) (73,579)  (205,860)
Minority interests DB RES 2,717 1,115 77 (1,391) —
(3,452) 11,171 (36,533)  (74,970)  (205,860)
At 31 December
R+=B=+-8
2004 2005 2006 2007 2008
“TEMF —FTERF —FEAF —TTrF BREIEE
HK$'000  HK$000  HK$000  HK$000 EGLEHL0
BETFT  ABETr BB Tr  BETr LA
(restated)
(&)
Total assets EEBE 142,168 140,282 126,653 262,708 309,911
Total liabilities BELE (64,599)  (53,090)  (57,039)  (15,074)  (253,458)
Net Assets EEFE 77,569 87,192 69,614 247,634 56,453
Equity attributable to equity ARAIBREREBA
holders of the Company JE1f HE 2 71,884 85,646 68,152 247,634 56,453
Minority interests DB REES 5,685 1,546 1,462 — —
Total Equity BB 77,569 87,192 69,614 247,634 56,453
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