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Turnover
Profit/(loss) from ordinary
activities before taxation

Profit/(loss) for the year

Profit/(loss) attributable to
ordinary shareholders

Cash generated from/
(used in) operations

Net cash inflow/
(outflow) before financing

Eamings/(loss)

Market price

No. of shares (‘M shares)
Shareholders fund
Borrowings

Market capitalization

& Gearing percentage

2007

1,510

99

74

56

91

0.27
0.84

207
276
150
174
18%




2006

1,324

47

(30)

(0.23)
0.84

207
207
149
174
23%

2005

1,276
78
43

36

75

43

0.48
2.35

207

249
94

487
5%

2004

956

33

(12)

0.11
4.2

39
54
247
165
386%

Financial
2003 H,gh“ghtS

954

79

72

39
49
254
25
407%
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Letter

to the

sharenolders

|'am pleased to report that the Group has seen a substantial improvement in its results for the
financial year ended 28 February 2007 over that achieved by it last financial year.

This improvement was mainly due to (i} a more buoyant and confident retail market being
present in all sectors/geographical area’s in which the Group operates (particularly in the
second half of the year| (i) organic sales growth being achieved by the Group across all its
businesses units being our Hong Kong retail, export, showroom, Malaysian retail and mainland
China retail {"the Mainland”) businesses due to its more focused merchandising and
promotional efforts during the year and the benefits being deriving from our upgraded stores,
shopping environment and brand image and {iii] the acquisition by the Group of an additional
24% interest in our Mainland business during the year.

The improved result was also assisted by the commencement, during the first half of this
financial year, of the winding down of the Group’s 3 year reinvestment program. Save for our
[T project, this reinvestment program is now complete with the IT project scheduled to be
completed by August 2007. During the year, the Group was able to start to enjoy the benefits
of (i} all the projects that had been completed by it so far under this program (i.e. renovated
stores, increased factory capadity, store expansion in Hong Kong and the Mainland and the
brand, product and image re-launches| and (i) the corresponding reduction in the
costs/overheads associated with each of these projects as they were completed.

Notwithstanding the improvement in the performance of our Hong Kong retail business, the
Group is still taking a cautious approach to its investment in Hong Kong and is continuing to
concentrate its efforts and resources on its Mainland, showroom and export businesses as these
businesses continue to grow and provide the Group with a better return on its investment
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During the year, the Group continued to make consistent and pleasing progress with its
businesses and the rebuilding of its brand and core infrastructure. Highlights of the Group’s
achievements during the year include:

- The successful acquisition of a further 24% stake in its Mainland business from its joint venture
partner, The China Retail Fund, LDC which has increased its interest in that business from
56.46% to 80.46%. The Group sees its Mainland business as being one of its main growth
engines going forward so this acquisition will further enhance its ability to capitalize on this
market.

- The successful launch of the first and second phases of its [T project in its (i) retail units in
Hong Kong and the Mainland and (i) head office. The roll out of the balance of the system
over the rest of the Group’s functions is to be completed over the next 6 months. The new
information technology system will enable the Group to serve our customers more effectively
with timely and accurate information and more efficiently by streamlining the operation
procedures.

- The partial upgrade of its showroom business located within its Hung Hom headquarters.

- The opening of its new factory in Panyu in April 2006. This factory is an addition to our
existing manufacturing capability of 3 factories and will service the Group’s growing
requirements for general and specialized jewellery products in the greater China region as
well as our growing export business going forward.

- The opening of 2 new stores in Hong Kong and the opening and/or renovation of 27 new
stores in the Mainland.

- The successful launch of a number of new marketing campaigns including the "My Moment”
campaign earlier in the year aimed at the wedding market and the "Estrella” campaign to

1 I
D ‘ m ‘ m promote the Estrella Diamond in November 2006. Both campaigns attracted extensive
media coverage and were well received by our customers.
Crafting fabulous & Creative Jewellery
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- The Group successfully launched new products and initiatives consistent with its image
and brand position the most prominent of which was the “TSL Estrella Diamond” (which is
exclusive to the Group) and its VIP program.

- 100 % of the Group's outlets in Mainland China ("the Mainland”| and 85% of the Group's
outlets in Hong Kong have now been changed to the new image with the new
corporate identity. Our next new generation of store design was launched in the
Mainland in September and has been well received by our customers and other
stakeholders.

- The Group developed a new and substantially upgraded set of promotional material and
image advertisements which it successfully launched in both Hong Kong and the
Mainland in September 2006.

- As part of our continuing expansion in the Mainland, i3 | Saxx stores were further
expanded with the opening of 2 new stores this year. This brand is an extension of the
Group’s quality products and services to the young and trendy consumer segment in
the Mainland.

- The service culture is deeply embedded in the Group with our Hong Kong Retail Division
again being successful in winning the award of “The Service Retailer in Watch & Jewellery
Category” of the Mystery Shoppers Programme run by Hong Kong Retail Management
Association ["HKRMA"). Also, our staff, Mr Law Kam Fai and Mr Ho Siu Wai were awarded
the "2006 Service & Courtesy Award” from the HKRMA and Mr Lee Chun Fung and Mr Ho
Siu Wai were awarded the "Forevermark Service Ambassador” award by DTC.

Create Cozy,
Classy & Invitng Shop
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The images of TSL's new ad campaign enhance and give new energy to the customer.
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- The Group’s innovation in new product development is well recognized by
the industry and the customers. During the year, our designers won design
and merit awards in a wide variety of jewellery products (including diamond
and pearl) in the 6th International South Sea Pearl Jewellery Design
Competition and the 7th & 8th Hong Kong Jewellery Design Competition.

We believe that the above (and past) initiatives undertaken and completed by
the Group have now successfully come together to form a solid base for the
Group to now embark upon a growth phase so as to achieve our mission to
become the leading, most innovative, efficient and profitable jewellery retailer in
Asia. We are looking forward to the final completion of our [T project so that we
can then solely focus on the growth and expansion of our business particularly
our export and Mainland businesses where we currently see the most
opportunity.

We shall, with the continuing support of our shareholders and other
stakeholders, continue work steadily and diligently to achieve this mission.

Tse Tat Fung, Tommy
Chairman

Hong Kong, 18 June 2007

esign Drven

- AEERTERRE L AFBESEAREP ZEZRR - £ AEERE
MRZRHEER (BREORER) REAERREFDHREHRALES
BURELELE \ERERERF BT RER LERSDE -

HFEGE DR (RBEMEERER 2 EE AR EERINEE T 2 E 2 &

FEAGRBEAERE  YEOKATMERENN - RALE  MERARA

MRBETELE - AREHSERERMRTRNTK - ERASERTEINE

BHEREER  LERRMARRAEABERNLORABES

EAZBRRRAMATORAZS T FAEEREESE RS ) MRLERL
BiZ -

iR
B —TTLFRATNR

N> |etter to the shareholders



He
" .._ .-. i
MLl i o) ﬁ

1M =_.; ’ # .‘

= il







X FEEZABRRAN

Management's

Discussion & Analysis

Group Results

For the financial year ended 28 February 2007 the Group achieved (i) a consolidated turnover of HKS 1,510
million (2006: HKS 1,324 million), an increase of 14% on that achieved last financial year and (ii] an overall profit
attributable to equity holders of the Company of HKS55.6 million (2006 : Loss of HK$47.98 million). Earnings
per share were HK26.8 cents. (2006:10ss per share:HK23.2cents)

This is a major turn around on the result reported last financial year; however, it needs to be noted that last
year's result was adversely affected by a provision of HKS51 million made by the Group in that year relating to
prior year tax disputes with the Hong Kong Inland Revenue Department (“IRD")

EEXB

BZE2007F2A28 B LM HFE  AREHE()FAEX£5EEHK1,510,000,0007T (20064 : B
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Business Review and Prospects

Retail Operations in Hong Kong, Mainland and Overseas

During the period under review, the Group opened two new stores in Hong Kong in Tuen Mun and
Shatin. Overall, the retail environment in Hong Kong showed a marked improvement in the second
half of the year which coincided with the Group’s peak sales period. Overall, our Hong Kong retail
business achieved an 8.3% increase in sales over that achieved last year — a trend that we hope will
continue/carry into next financial year. The retail environment in Hong Kong still remains competitive
and, at times, patchy and so we are still maintaining our cautious approach to our investment in

this area.

The Group opened and/or renovated 27 stores in the Mainland. Sales from our business in the
Mainland have increased with growth being achieved from the strength of the market generally,
improved merchandising and our new store openings. In September and November 2006, the
Group successfully acquired a further 24% stake in its Mainland business from its joint venture partner
increasing its interest from 56.46% to 80.46%. The Group sees its Mainland business as being one of its
major growth engines going forward and it will continue to invest in this business to capitalize on the
current market opportunities in the Mainland.

The Group’s showroom business continues to trade well with a pleasing increase in the overall
number of both Mainland and non-Mainland tourists visiting its showrooms during the period. The
Group expects that this business will continue to prosper and grow in line with the continuing
increase in tourists visiting Hong Kong and notwithstanding the recent negative publicity in both
Hong Kong and the Mainland arising from some unscrupulous operators that were identified in the
market. We believe that the steps being taken by the Travel Industry Coundil, the Hong Kong Tourism
Board and the Mainland authorities to address this issue will be successful and that the market and
opportunities for long standing and reputable operators like the Group will be further enhanced.

The Group’s export business grew by 42% during the period under review. We will continue to
expand this business by identifying and entering new and emerging markets and by expanding our
product offering to the market next financial year. The Group’s export business is set to become one of
the two major sources of growth for the Group over the next 3-4 years.

Our Malaysian business saw good growth during the period under review due to a buoyant
economy in that region and improved merchandising.
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Infrastructure Reinvestment Program

The Group has now completed the majority of the projects undertaken by it in
respect of this program with only the IT project still remaining to be completed. The
first and second phases of the IT project were successfully launched in our Hong
Kong retail operations in September 2006 and in the Mainland retail operations and
our Hong Kong head office in January/February 2007. The remaining (and final)
phase of the project will be rolled out across the Group over the next 6 months
The update of the Group’s overall [T infrastructure, ranging from its office to
manufacturing to retail operations, will be completed by August 2007. \We believe
that this project, after completion, will result in cost savings and better information
for serving our customers and improving profitability.

Overall, projects undertaken under this program have led to an increase in the
Group’s overhead costs over the last 3 years. This increase in overhead costs will
continue for a little longer (albeit at a lesser rate to that incurred by the Group in the
past) until the completion of the IT project.
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Finance

The Group has adopted certain new and revised Hong Kong Financial Reporting Standards (“HKFRSs") in
the current period. The impact of these HKFRSs on the financial statements has been fully set out in note |
1o these accounts.

Capital expenditure including store renovation and expansion, information technology investment and
machinery made during the period was approximately HKS42 million. This was mainly financed from
bank borrowings and internal resources.

Liquidity, Capital Structure and Gearing

At 28 February 2007, the Group's total borrowings were HKS149.6 million, an increase of HKS0.4 million
since 28 February 2006. Despite the increase in borrowing, our debt to equity ratio (ratio of net
borrowings to net assets) has decreased from 23.2% to 18.3% mainly because of the increase in net assets
value resulting from the profit during the year.

At 28 February 2007, the Group had cash balance of HKS99.2 million which is sufficient for the present
working capital requirements.

Pledge of Assets

(1) At 28 February 2007, the Group had granted debentures in favour of its bankers and financial
creditors charging, by way of fixed and floating charges, all of the undertakings, properties and assets
of the Company and of its 18 subsidiaries as security for, inter alia, all obligations and liabilities, actual
or contingent, from time to time owing by the Group to the bankers and financial creditors. Rental
revenue of the Group is also charged in favour of the Group’s bankers.

(2) At 28 February 2007, the Group had pledged the capital contribution to a subsidiary of the Group
amounting to US$232,500 and all the benefits accruing to the pledged equity interest of 11.625% of
the subsidiary to the Group's bankers and financial creditors as security for, inter alia, all obligations
and liabilities, actual or contingent, from time to time owing by the Group to the bankers and financial
creditors.

(3) At 28 February 2007, the Group had pledged all rights, title and interest in 80.46% of the entire share
capital of Infinite Assets Corp. and Tse Sui Luen Investment (China) Limited (“TSL China“) and all benefits
accruing to the pledged equity interest to the Group’s bankers and financial creditors as security for,
inter alia, all obligations and liabilities, actual or contingent, from time to time owing by the Group to
the bankers and financial creditors.

(4) At 28 February 2007, the Group had pledged the entire issued share captial of a subsidiary as an
equitable mortgage to secure the loan of US$2,100,000 for acquiring the additional 24% interest in
TSL China.

Exchange Rates

During the year, the transactions of the Group were mainly denominated in local currencies and US dollars.
The impact of the fluctuation of foreign exchange rates of these currencies is insignificant to the Group.

-rogressive, [rust
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Contingent Liabilities

(1) At 28 February 2007, the Company has issued guarantees to banks and financial creditors in respect of general banking and

other credit facilities extended to certain subsidiaries of the Company amounting to HKS$ 129,298,000 (2006:HKS 150,096,000).

(2) As set out in the announcements of the Company dated | February 2006 and 20 April 2006, the Company was informed
that two directors, a consultant and an employee were charged by the Independent Commission Against Corruption (“ICAC")
relating to the alleged offences under the Prevention of Bribery Ordinance, the Crime Ordinance and the Theft Ordinance
("the ICAC Charges”).

Under the Company’s Bye-Laws, the Company may be required to indemnify its directors from and against all actions, costs,
charges, losses, damages and expenses which they or any of them may incur in execution of their duty, provided that such
indemnity shall not be extended to any matter in respect of, among other things, fraud and dishonesty.

The directors have consulted with the Company’s legal advisers as to what legal implication the ICAC Charges may have,

if any, for the Group as a whole. In view of the discussions with the legal advisers, the directors are of the view that they are
not in a position to conclude that whether and/or to what extent the Company may be required to indemnify the directors
involved in relation to the ICAC Charges. As a result, the directors will, in conjunction with the Company’s legal aavisors,
consider any such claims as and when they are received and the Company with make such a provision or adjustment in the
accounts as deemed necessary at that time.
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(3) As at the balance sheet date, the disputes of certain subsidiaries with Inland Revenue Department ("IRD”)
regarding the tax treatment of certain offshore income and agent commission payments and promoter
fees arising in prior years is undetermined. The Group has established a provision of approximately
HKS91,000,000 in respect of such disputes. In the event that the Group is not successful in defending
the tax treatments adopted, the Group may be subject to significant additional tax liabilities and possibly
penalties which, under the provisions of the current tax legislation, may be up to three times any tax
under-reported as assessed by the IRD. Furthermore, the ICAC's allegations as mentioned in (2) above and
the ongoing investigation may or may not have impact on the IRD's challenges on the tax treatments
adopted by the Group relating to agent commission payments and promoter fees arising in prior years.
The directors consider that it is impractical to estimate the potential amount of additional tax liabilities
arising if the IRD's challenge in respect of the agent commission payments and promoter fees is successful.

Employees
As at Z8pFebru2{y 2007, the total number of employees of the Group was approximately 2,700 (as compared
to 2,500 as at 28 February 2006). The increase in headcount was mainly in sales and marketing in Mainland
China. Employees are rewarded on a performance basis with reference to market rates. Other employee
benefits include medical cover and subsidies for job-related continuing education. The Group also has an
employee share option scheme. No options were granted pursuant to the scheme during the year.

Retail front line staff are provided with formal on-the-job training by internal seniors and external professional
trainers. Experience sharing with seniors at in-house seminars and discussion groups enhance intra-
departmental communications.
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Tse Tat Fung, Tommy, aged 39, is the Chairman of the Group. He is
the son of Mr. Tse Sui Luen, the founder of the Group and the spouse of
Ms. Yau On Yee, Annie, the Joint Deputy Chairman and the Director of
Group Merchandising & Sourcing and of Information Technology. He is
responsible for the Group’s overall strategy and business development.
He joined the Group in January 1994. He holds a Bachelor's degree in
Science (Business Administration), a Bachelor's degree in Science
(Mathematics) and a Master's degree in Arts (Mathematics). He is a
director of Partner Logjistics Limited and Blink Technology Limited which
have discloseable interests in the Company under provisions of the
Securities and Futures Ordinance.

Peter Gerardus Van Weerdenburg, aged 48, is the Joint Deputy
Chairman and the Chief Executive Officer of the Group. He is responsible
for the overall financial operations and management of the Group. Prior
to joining the Group in December 2002, he has had extensive
experience in rebuilding the operations of a number of public
companies. He holds a Bachelor's degree in Financial Administration and
is also a Chartered Accountant. He is a director of Partner Logistics
Limited which has discloseable interests in the Company under provisions
of the Securities and Futures Ordinance.

Erwin Steve Huang, aged 41, is the Joint Deputy Chairman and the
Director — Hong Kong Showroom of the Group. He is responsible for the
tourist showroom operations in Hong Kong. Prior to joining the Group
in February 2005, he was a seasoned Entrepreneur in different
industries. He holds double degrees in Business Operation Management
and Management Information System from Boston University.
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Yau On Yee, Annie, aged 36, is the Joint Deputy Director and the
Director of Group Merchandising & Sourcing and of Information
Technology. Ms. Yau is the spouse of Mr. Tse Tat Fung, Tommy, the
Chairman of the Group. She graduated from Boston University, USA and
holds a Bachelor's degree in Science (Computer Engineering). Prior to
joining the Group in 2002, she worked for large companies like
Motorola Semiconductors and IBM Global Services. She has over 14 years
of IT experience in the United States and Hong Kong. She is a director of
Partner Logjistics Limited which has discloseable interests in the Company
under provisions of the Securities and Futures Ordinance

Cheung Tse Kin, Michael, aged 40, is the Associate Director — Export
Operations of the Group. Mr. Cheung is responsible for managing the
Export Division of the Group. He holds a Master of Business Administra-
tion Degree from Henley Management College in the United Kingdom.
He is also a Chartered Marketer and a member of the Chartered Institute
of Marketing in the United Kingdom. Before joining the Group in March
2005, he held senior positions in several multinational corporations, and
has over 14 years of experience in marketing management and business
development.

Lai Tsz Mo, Lawrence. aged 41, is the Chief Financial Officer and is
responsible for the overall treasury and accounting functions of the
Group. He holds a Bachelor's degree in Social Sciences and a Master's
degree in Business Administration. He is a fellow member of the Hong
Kong Institute of Certified Public Accountants and the Association of
Chartered Certified Accountants in the United Kingdom. Before joining
the Group in 2001, he had over 10 years of experience in a listed
company in Hong Kong and an international accounting firm.
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Chui Chi Yun, Robert, aged 50, has been an Independent Non-
executive Director of the Company since 12 April 1999. Mr. Chuiis a
practising Certified Public Accountant in Hong Kong. He holds a
Bachelor's degree in Commerce (Major in Accounting) and is a fellow
member of the Hong Kong Institute of Certified Public Accountants and
the Association of Chartered Certified Accountants in the United
Kingdom. Mr. Chui is also an independent non-executive director of GFT
Holdings Limited (Stock Code: 1003), which is a company listed on The
Stock Exchange of Hong Kong Limited.

Peter George Brown, aged 62, has been an Independent Non-
executive Director of the Company since 4 December 2006. Mr. Brown
is currently a consultant with Wilkinson & Grist, Solicitors and is admitted
as a solicitor in England & Wales and Hong Kong and also as a solicitor
and barrister in Victoria, Australia. He holds a Bachelor of Laws degree
from University College, London. He is also a director of a significant
number of private companies including subsidiaries of multinational
corporations and is presently an independent non-executive director of
Shanghai AJ Corporation, a company listed in Shanghai Stock Exchange.

Siu Ming Wah, aged 43, has been an Independent Non-executive
Director of the Company since 2 May 2007. Mr. Siu is currently the
Managing Director of East Ridge Group Limited (a company specializes
in acquiring companies and turning them around to enhance their
corporate value) and was previously the Founder and Chief Executive
Director of SMEloan (Asia) Limited. He has held senior positions in several
major private financial institutions in the United States, Hong Kong and
China since 1992. Mr. Siu holds a Bachelor of Sciences degree in
Accounting from the University of Wisconsin, Milwaukee, U.S.A
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Cheng Hung Piu, Belmon. aged 49, is the Director — Group Product
Planning and Trading. He joined the Group in 1977 and has extensive
experience in retail operation, product development and merchandize
planning. He is responsible for the product procurement and merchan-
dizing of the Group and also responsible for the merchandizing
management of the trading business in China and Malaysia.

Chow Kwok Ying, Rachel. aged 43, is the Director — Group Human
Resources and is responsible for the overall strategic planning and
implementation of human resources and people development functions
of the Group. She joined the Group in July 2001. She brings with her 19
years of solid human resources generalist experience from local and
multinational organizations in retailing, supply chain management,
hi-tech and food products manufacturing areas. She holds a Bachelor's
degree in Arts.

Lee Yiu Pong, Eric. aged 43, is the General Manager — China Retail of
the Group since March 2002. Mr. Lee holds a Bachelor's degree. He has
more than 10 years experience in retail business in China.

Yip Kwok Fai, Keith. aged 40, is the Associate Director — Group
Merchandising & Sourcing. Mr. Yip graduated from The University of
Warwick in England and holds a Bachelor’s degree in Manufacturing
Engineering. He brings with him over 10 years of manufacturing
experience in the eyewear and watch industries. Prior to joining the
Group in May 2005, he worked for some multinational companies like
Citizen Watch Group and Bausch & Lomb Ltd.
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Lai Chi Chiu, William. aged 36, is the Associate Director — Group
Marketing. Mr. Lai is responsible for group marketing and interior design
functions of the Group. He is currently taking a course for a Master
degree in Design in The Hong Kong Polytechnic University. He is a full
member of Hong Kong Designers Association. He joined the Group in
November 2002 and has over 10 years of experience in the manage-
ment of design industry and marketing related business.

\Wong Wai Yee, Cirdy. aged 44, is the Senior Manager — Hong Kong
Retail Operations of the Group. Ms. Wong is responsible for Hong Kong
retail business, branding strategies and development. She graduated
from Hong Kong Baptist University. She joined the Group in November
2006 and has over 10 years of experience in retail and sales manage-
ment with multinational companies like Triumph International and
Parfums Christian Dior

Au Shiu Kee, Anthony. aged 44, is the Company Secretary. Mr. Au
holds a Bachelor of Laws degree from The University of Hong Kong and
Peking University respectively. He is an associate member of The Hong
Kong Institute of Chartered Secretaries and The Institute of Chartered
Secretaries and Administrators, U.K. Prior to joining the Group in July
2005, he has worked in company secretarial and legal departments of
various listed companies in Hong Kong for over 10 years.
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The directors have pleasure in presenting their annual report together with the audited
financial statements for the year ended 28 February 2007.

Principal Activities

The principal activity of the Company is investment holding. The principal activities and
other particulars of the subsidiaries are set out in note 12 to the financial statements.

The analysis of the geographical locations of the operations of the Company and its
subsidiaries (the “Group”) during the financial year is set out in note 10 to the financial
statements

Major Customers and Suppliers

For the year ended 28 February 2007, the five largest customers in aggregate
accounted for less than 30% of the Group’s turnover. The five largest suppliers in
aggregate and the largest supplier of the Group accounted for approximately 60% and
27% respectively by value of the Group's total purchases.

As set out in note 32(e) on the financial statements, Rosy Blue Hong Kong Ltd. is a
fellow subsidiary of Prime Investments S.A., a preference shareholder of Partner Logistics
Limited which is the Company’s controlling shareholder.

Except for the above, at no time during the year have the directors, their associates or
any shareholder of the Company (which, to the knowledge of the directors, owns more
than 5% of the Company’s issued share capital) had any interest (as defined in the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) (“Listing Rules”) in these major customers and suppliers.

Financial Statements

The profit of the Group for the year ended 28 February 2007 and the state of the
Company's and the Group’s affairs as at that date are set out in the financial statements
on pages 77 to 161.

The directors do not recommend the payment of any dividend in respect of the year
ended 28 February 2007 (2006: HKSNIl)
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Charitable Donations

Charitable donations made by the Group during the year amounted to HK$22,000
(2006: HKS81,000).

Property, Plant and Equipment

Details of the movements in property, plant and equipment of the Group and of the
Company during the year are set out in note 11 to the financial statements.

Share Capital

There were no movements in share capital of the Company during the year.

Reserves

Details of the movements in reserves of the Group and the Company during the year
are set out in the consolidated statement of changes in equity and note 26 to the
financial statements, respectively.

Directors

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

Executive Directors

Tse Tat Fung, Tommy, Chairman

Peter Gerardus Van Weerdenburg, Joint Deputy Chairman

Erwin Steve Huang, (appointed as Joint Deputy Chairman on 22 June 2006)

Yau On Yee, Annie,
(appointed on 22 June 2006 and appointed as Joint Deputy Chairman
on 7 May 2007)

Cheung Tse Kin, Michael (appointed on 22 June 2006)

Lai Tsz Mo, Lawrence (appointed on 18 June 2007)

Alex Chan (resigned on 28 February 2007
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Independent Non-executive Directors

Chui Chi Yun, Robert

Peter George Brown (appointed on 4 December 2006)
Siu Ming Wah (appointed on 2 May 2007 )

Lui Pui Kee, Francis (resigned on 17 July 2006)

Gerald Clive Dobby (resigned on 28 February 2007)

In accordance with the provisions of the Company's Byedaws and to comply with the
Code on Corporate Governance Practices as set out in Appendix 14 of the Listing Rules,
Mr. Lai Tsz Mo, Lawrence, Mr. Peter George Brown and Mr. Siu Ming Wah will retire as
directors at the forthcoming annual general meeting. Mr. Lai Tsz Mo, Lawrence, being
eligible, will offer himself for re-election as an Executive Director and each of Mr. Peter
George Brown and Mr. Siu Ming Wah, being eligible, will offer himself for re-election as
an Independent Non-executive Director of the Company for a term of three years. Al
other directors continue in office for the ensuring year.

Each of the three Independent Non-executive Directors has provided a written
confirmation in respect of the factors set out in Rule 3.13 of the Listing Rules concerning
his independence to the Company. The Board considers each of the three Independent
Non-executive Directors to be independent.

Directors’ Service Contracts

No directors proposed for re-election at the forthcoming annual general meeting has
a service contract with the Group which is not determinable by the Group within one
year without payment of compensation other than statutory compensation.
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Directors” and Chief Executive’s Interests
and Short Positions in Shares, Underlying
Shares and Debentures of the Company

As at 28 February 2007, the interests and short positions of the directors and chief
executive and/or their respective associates of the Company in the shares, underlying
shares and debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance ("SFO’), which were
required to be notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and short positions which they were
taken or deemed to have under such provisions of the SFO), or which were required to
be entered in the register maintained by the Company pursuant to section 352 of the
SFO, or which were required to be notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of Listed Companies
("Model Code”), were as follows:
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i Interests and short positions in issued shares of the Company RAATNEBRITRDZERERKA

Ordinary shares of HK$0.25 each

BRER0.25 THEBR
Derivative
Name of Personal Family Corporate interest Short Other % of total
director interest interest interest  (share options) position interest  issued shares
T AR HERTRG
E3fR AR Rk DFERS (lBlRE) "R Hitx  A¥EIL
Tse Tat Fung, Tommy = - 152,960,914 2,000,000 = — 73.87%
HEE (note 1]
(1)
100,000
[note 2)
(MEE2)
Peter Gerardus 2,252,000 — — 2,000,000 = — 1.09%
Van Weerdenburg
RS
Erwin Steve Huang = — — 100,000 = — —
BEX
Yau On Yee, Annie = - 152,960,914 100,000 = — 73.87%
Bz (note 3|
(MfEE3)
2,000,000
(note 4)
(MEE4)
Cheung Tse Kin, Michael = = = 75,000 = = =
it
Alex Chan = = = = = = =
BREER [note 5)
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Notes:

1.

These ordinary shares are held by Partner Logistics Limited, a company which is owned
and controlled by Blink Technology Limited. Blink Technology Limited in turn is wholly
and beneficially owned by Mr. Tse Tat Fung, Tommy. By virtue of the SFO, Mr. Tse
Tat Fung, Tommy is deemed to be interested in all the shares held by Partner Logistics
Limited

These 100,000 share options were granted to Ms. Yau On Yee, Annie, the spouse of
Mr. Tse Tat Fung, Tommy. By virtue of the SFO, Mr. Tse Tat Fung, Tommy is deemed to
be interested in these share options

These ordinary shares are held by Partner Logistics Limited, a company which is owned
and controlled by Blink Technology Limited. Blink Technology Limited is wholly and
beneficially owned by Mr. Tse Tat Fung, Tommy, the spouse of Ms. Yau On Yee, Annie.
By virtue of the SFO, Ms. Yau On Yee, Annie is deemed to be interested in all the shares
held by Partner Logistics Limited.

These 2,000,000 share options were granted to Mr. Tse Tat Fung, Tommy, the spouse
of Ms. Yau On Yee, Annie. By virtue of the SFO, Ms. Yau On Yee, Annie is deemed to be
interested in these share options

Those 200,000 share options granted to Mr. Alex Chan lapsed upon his resignation on
28 February 2007
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fi) Interests in underlying shares RAHEER 7 KIEE

As at 28 February 2007, directors of the Company had interests in options to subscribe for shares of the Company as follows:

R2007452 A28 B » ARRIEEHAAREALRIROOEREERDNT

Number of share options held

BRENEA

as at as at

Date of Exercise 1 March 28 February

Name of director Date of grant acceptance price Exercisable period 2006 2007

12006 % #2007 %

EEfg RitiAH BHAH TEER THEHE 3A1R 2A28H

Tse Tat Fung, Tommy 25 July 2005 28 July 2005 HKS1.76 22 August 2005 to 25 July 2009 2,000,000 2,000,000
[note 1) [note 2)
Fijed 2005% 78258 2005% 7 288 B 767 200558A22BZ 200978258
(WD) (RzE2)

Peter Gerardus Van 25 July 2005 28 July 2005 HKS1.76 22 August 2005 to 25 July 2009 2,000,000 2,000,000
Weerdenburg [note 1) [note 2)
BEE 200557 A 258 2005%7 A 288 81767 20058 A 22BF 200967 A 25R
(WED) (HtzE2)

Erwin Steve Huang 25 July 2005 1 August 2005 HKS1.76 22 August 2005 to 25 July 2009 100,000 100,000
[note 1) [note 2)
BEK 2005€7 A 258 200568R 1R B T6TC 20058 R 22BF2009%7 A 25R
(WizED) (FfE2)

Yau On Yee, Annie 25 July 2005 28 July 2005 HKS1.76 22 August 2005 to 25 July 2009 100,000 100,000
[note 1) [note 2)
BERE 2005%7 B 25H 20057 B 28H B8 T6T 200588 22BF 200967 A 25R
(WD) (RzE2)

Cheung Tse Kin, 25 July 2005 28 July 2005 HKS1.76 22 August 2005 to 25 July 2009 75,000 75,000
Michael [note 1) [note 2)
KT 200557 A 258 2005%7 A 288 81767 20058 A 22BF 200967 A 25R
(WED) (HtzE2)

Alex Chan 25 July 2005 1 August 2005 HKS1.76 22 August 2005 to 25 July 2009 200,000 =

[note 1) [note 2) (note 3)
RER 2005%7 A 25H 2005%8A 1R B 767 200568 A 22BZ 20097 A 258

(WizED) (FfE2) (WiE3)
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Notes:

1. The dosing price of the Company’s shares traded on the Hong Kong Stock Exchange on
25 July 2005 was HKS1.71, being the date on which the relevant options were offered
for grant.

2. Asone of the conditions of grant, the grantee concerned agreed with the Company that
(i) 20% of the options granted can be exercised during the period from 22 August 2005
to 25 July 2009; (i) the next 40% of the options granted can be exercised during the
period from 25 January 2007 to 25 July 2009; and (i} the remaining 40% of the options
granted can be exercised during the period from 25 July 2007 to 25 July 2009

3. Those 200,000 share options granted to Mr. Alex Chan lapsed upon his resignation on
28 February 2007

Other than as disclosed above and certain nominee shares in subsidiaries held by
directors in trust for the Company or its subsidiaries, none of the Company's directors,
chief executive and their respective associates, had any other interests or short positions
in the shares, underlying shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO| which required notification to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which any such director or chief executive
is taken or deemed to have taken under such provisions of the SFQ); or which were
required pursuant to section 352 of the SFO to be entered into the register maintained
by the Company; or which were required, pursuant to the Model Code contained in
the Listing Rules, to be notified to the Company or the Stock Exchange.

Bz -

1. ARERMR2005F7 B 258 (B % B8 8 A i
ZENBRTRY ) EEBBIMEBZRTEA
SR 71T

2. BEPEETREMNE  BRREAERDER
T ()| E A 20% B BB R 20056 8 A 22 H
Z 20094 7 A 25 BEARATHE : (i) BoM40% B
BERRRERI A 2007 1 A 25 B & 20094 7 A 25 B
RITTHE ¢ R (i) B2 T 40% B X H BB AR BE RT 72 2007 &
7 A 25 BZ 20094 7 A 25 BEIRTTHE ©

3. BEEE T RRERR 5 & 2 200,000 A% B AR R 1 72
20074 2 A 28 BEHER KK ©

B EXFTREE REE UG AR R AISENE
NEFENBARE TRERGIN  WERRAAINE
ERERTHRABRESZHEALTHEARE(ES
REERBDEXVIE 7 R 8D EAMNEG AR A KA
F 2 A A RS EFEMIREEE (TR RBEHFRAEK
BIEXVER) Bfn - RN REFZERZIAE (B
EREES KR EP GG ENESIERTR
ABFHEAIHEERENERAR) - SRR E
MR AIARE 2 RETABMERA R R Z
BRRKE - FABARRRAIRBGES R EEE)
£ 352K FEMERLM -



Substantial Shareholders” and other
Persons” Interests and Short Positions in
Shares and Underlying Shares of the
Company

As at 28 February 2007, the interests and short positions of any substantial shareholders
or other persons (not being directors or chief executive of the Company) in the shares
and/or underlying shares of the Company which have been disclosed to the Company
pursuant to the provisions of Divisions 2 and 3 of Part XV of the SFO and have been
recorded in the register required to be kept by the Company pursuant to section 336 of
Part XV of the SFO were as follows:

TERREEMALTRARR

LD R ARBRRL ) A R £
KRB

R2007F 2R 288 - EAIEERR K EMAL (W3
AARNEBRZDTHAL) ERD ARG &%
AR P HEA B RIBCGES RS IE0)FE XV EB5E 2
K3DBOBRERAARMELBEE - REERABIR
R A1 58 XV BB 55 3306 6T M B Se M AR R 8% A
EERARIT

Ordinary shares of HK$0.25 each

BRE0.25 THEBR

% of total % of total % of total

Direct issued Short issued Other issued

Name Capacity interest  share capital position  share capital interest  share capital

HEBTRE HERTRA HEBTRE

#E 51 EifEs #¥ESH wE  BHAESH Hivlgs  BEESL

Partner Logistics Limited Beneficial owner 152,960,914 73.87% = = = =
(note 1) (B&E 1) EaEAA

Blink Technology Limited Deemed interest = = = = 152,960,914 73.87%
(note 1) (HTZET) RS

Prime Investments S.A. Deemed interest = = = = 152,960,914 73.87%
(note 2) (FizE2) REER

Rosy Blue Investments S.a.R.L Deemed interest = = = - 152,960,914 73.87%
(note 2) (FizE2) RS

Harshad Ramniklal Mehta Deemed interest = = = = 152,960,914 73.87%
(note 2) (FizE2) RS
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Notes:

1. These ordinary shares are held by Partner Logistics Limited, a company which is owned and
controlled by Blink Technology Limited. Blink Technology Limited is wholly and beneficially
owned by Mr. Tse Tat Fung, Tommy, an executive director of the Company. Ms. Yau On Yee,
Annie s the spouse of Mr. Tse Tat Fung, Tommy. By virtue of the SFO, Blink Technology Limited,
Mr. Tse Tat Fung, Tommy and Ms. Yau On Yee, Annie are deemed to be interested in all the
shares held by Partner Logistics Limited

2. These ordinary shares are held by Partner Logistics Limited, a company which is owned and
controlled by Blink Technology Limited. Prime Investments S.A. is the preference shareholder
of Partner Logistics Limited. Prime Investments S.A. Is owned as to 99.83% by Rosy Blue
Investments S.a.R.L., which in turn is owned as to 75% by Mr. Harshad Ramniklal Mehta.
By virtue of the SFO, each of Prime Investments S.A., Rosy Blue Investments S.a.R.L. and
Mr. Harshad Ramniklal Mehta, is deemed to be interested in all the shares held by Partner
Logjistics Limited

Other than as disclosed above, the Company had not been notified of any persons who
had interests or short positions in the shares and/or underlying shares of the Company,
which were required to be recorded in the register required to be kept by the Company
pursuant to section 336 of Part XV of the SFO.

Share Option Scheme

The Company's share option scheme was adopted by shareholders of the Company
on 26 November 2003 (“2003 Share Option Scheme”). The purpose of the 2003 Share
Option Scheme is to provide incentives or rewards to participants thereunder for their
contribution to the Group and/or to enable the Group to recruit and retain high-calibre
employees and attract human resources that are valuable to the Group and any entity
in which the Group holds any equity interest (“Invested Entity”).

Under the 2003 Share Option Scheme, the directors of the Company are authorised, at
their discretion, at any time following the date of the adoption of the 2003 Share Option
Scheme but before the tenth anniversary of that date, to offer options to any person
belonging to any of the following classes of participants to subscribe for shares of the
Company:

BizE -

I WS EMRARD T5 | Partner Logistics Limited#5 + 3%
DAIRARRITESHER L E2 B ERES Z Blink
Technology Limited #78 R 424 - MES g2+ AEE
S 2 BB o IRBCGEF REEEAI) - Blink Technology

Limited ~ #1318 5 A ] B2 3 2+ 445 {EF5 5 B Partner
Logistics Limited #5785 2 Pr A AR 17 < # 2w
2. W EEEB D JY & Partner Logistics Limited 5 4 »

&% 3 7] F Blink Technology Limited & & K # %l + Prime
Investments S.A. & Partner Logistics Limited K9 & %5 A% A%
R+ {fi Prime Investments S.A. & Fi Rosy Blue Investments
SARLFFH99.83% * il #% 2 B /=2 M Harshad Ramnikial
Mehta B E5H 75% ° RECES RBEES)  Prime
Investments S.A. * Rosy Blue Investments S.&.R L. & Harshad
Ramniklal MehtaE 4% B AR (E#5E MPartner Logistics
Limited %8 2 FIA R 2 s ©

B EXFHEES  AATEEESAEETALE
ARRARATREES RO IED)E XV EBE 336
RN BRAN L RR AR TR R/ L8
B3 2 BRI -

BRGTE

RARZBIRETEIR 2003F 11 B 26 AR R AR
Ban (12003 FEBARETEI]) © 2003 FRERRETEIM A /Y
AT RESBEFEBE TN EEHAEENER
R/ SREAEBEUBEREBESESR  URA
AEERARENER((HIEEAER]) RAEEA
7o

BIE2003FBRETE] - AR RZEFRFEATBBERE
2003 FEMRETEl 2 B8 B2 A B2 S AR 2 E
AR - MER NIEM2BEERMATEL
REEAR R RRRD EFEARAE



- any employee (whether full time or part time employee, including any executive
directors but not any non-executive director) of the Company, any of its subsidiaries
or any Invested Entity;

- any non-executive director (including independent non-executive directors) of the
Company, any of its subsidiaries or any Invested Entity;

- any supplier of goods or services to any member of the Group or any Invested
Entity;

- any customer of the Group or any Invested Entity;

- any person or entity that provides research, development or technological support
or other services to the Group or any Invested Entity; and

- any shareholder or any member of the Group or any Invested Entity or any holder
of any securities issued by any member of the Group or any Invested Entity.

The exercise price of options is the highest of the nominal value of the shares, the
closing price of the shares on the Stock Exchange on the date of offer of the grant and
the average closing price of the shares on the Stock Exchange for the five business
days immediately preceding the date of offer of the grant. An offer of an option
shall be deemed to have been accepted within 28 days from the date of offer upon
acceptance of the option duly signed by the grantee together with a remittance of
HKST. The maximum number of securities available for issue under the 2003 Share
Option Scheme shall not exceed 10% of the issued share capital of the Company. The
maximum entitlement of each grantee in any 1 2-month period is limited to 1% of the
ordinary shares in issue of the Company. The option period will not be more than ten
years from the date of grant of the option and the Company’s board of directors may
at its discretion determine the minimum period for which the option has to be held or
other restriction before the exercise of the subscription right attaching thereon.

— ARE - EEAHERRREMERE T RNE
ES (TREERIRBIES - BEEENT
EFETEEEMFRTES)

— ARE - EEAHERRREMEREERNE
FPEMTES (BIEBUIENTES) :

— AKEEEKERAREMRKREEROEMNE
MRS GRS

- FEEREMRRERROENES

- ARKEFEARRETBRANT  REIX
MSRFEMRFNEMALRIER - &

— FAEEREARIRE BROEFBRREMK S
AR FAKEEFRKE D AIFAEFMRIRE TR
RERE BEITRESNRAA

BERENTEEARONEEE - ROKBEERD
BT BHER I REnRmERROREZERE
SRR T B HA AR B ER RGN TR M
B=ETPNRSEHE - AR THERERLS — TR
N BHERE | DERNERBAEAEENER
BEEMHFEERER - AIREBREDRER - R
2003 F BT T8I T AL IR 2 BE AR PSR 2 R
¥ RETSHRBARRSHITHRAL 10% - BRE
REANBRR S AEEFN T —EABERRAAF
EEITERRA 1% - BN A RF R bR LB E
EREFTEEATE - ARRAEFEUNBERES
BT TR B AR PR R B A Al A R4 A B S R &%
FEHIRR AR o
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As at 28 February 2007, the number of shares issuable under options granted pursuant B ZE2007F2A 288 - RE2003F fE R T &%
to the 2003 Share Option Scheme was 8,112,500 which represented approximately 2 BERAE R T 81T 2 R1DEE R8,112,500/% + 15
3.92% of the then issued share capital of the Company. The movements in the number AR &E B B 3BITRAA)3.92% - REZE 200752 A
of share options under the 2003 Share Option Scheme during the year ended 28 BIEEER - 2003 MRS BIFT S B ARIEE R

28 February 2007 were as follows: ZEEIMT
Number Number Number
of share of share of share
Balance in options options options Balance in
issue at granted exercised lapsed issue at
Date of Exercise Exercisable 1 March during during during 28 February
Date of grant acceptance price period 2006 the period the period the period 2007
142006 F #2007 %
3B1B2 HRRte HMRETRe  BRiReZ  2A2882
REAH BHAH i (i BRTER BRERE BREXE BREHE SROER
25 July 2005 26 July 2005 to HKS1.76 22 August 2005 8,737,500 - - 662,500 8,075,000
19 August 2005 (note 2] to 25 July 2009
[note 1) [note 4)
20057R258  2005%7R26B%E A1 76T 200558 A 22
2005%8A 195 (fF2)  Z2009%7R258
(FzE1) (firzE4)
28 July 2005 8 August 2005 HKS1.73 22 August 2005 37,500 - - - 37,500
(note 3) to 25 July 2009
[note 4)

200567288 2005E8A8H BT 2005E8R22B%
(Wi 3) 200947 A 258

(Bt 4)
Notes: BifsE -
I Due to the large number of employees participating in the 2003 Share Option Scheme, the . BR2E2003FERIETEZEEABRS - MRAE
relevant information can only be shown within a reasonable range in this Annual Report. For REFANCERERET - RRETEE 2 EREMNS -
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options granted to employees, the options were granted during the underlying periods for

acceptance of such options by the employees concerned.
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2. The dlosing price of the Company's shares traded on the Hong Kong Stock Exchange on
25 July 2005 was HKS1.71, being the date on which the relevant options were offered for
grant

3. The dlosing price of the Company's shares traded on the Hong Kong Stock Exchange on
28 July 2005 was HKS1.68, being the date on which the relevant options were offered for
grant

4. As one of the conditions of grant, the grantee concerned agreed with the Company that
i) 20% of the options granted can be exercised during the period from 22 August 2005 to
25 July 2009; (i) the next 40% of the options granted can be exercised during the period from
25 January 2007 to 25 July 2009; and (iil) the remaining 40% of the options granted can be
exercised during the period from 25 July 2007 to 25 July 2009

No share options have been exercised during the year ended 28 February 2007.

The fair value of options granted estimated in accordance with the Binomial valuation
model is disclosed in note 29 to the financial statements.

Directors’ Interest in Contracts

The Group owes certain loans to Partner Logistics Limited, a company controlled by
Mr. Tse Tat Fung, Tommy, a director of the Company. The loans due to Partner Logjistics
Limited are secured and interest bearing at Hong Kong Interbank Offering Rate plus
2% per annum. During the year, interest expenses paid to Partner Logjistics Limited
amounted to HKS4,276,000 (2006: HKS3,880,000).

Apart from the foregoing, no contracts of significance to which the Company, its
holding company or 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.

Connected Transactions

Details of connected transactions during the year are set out in note 32 to the financial
statements

2. ARRIRGH2005F 7 A 25 (ABEEREZZHA
) BB AR 2 MM B ARSI 1 71T -

3. ARRRGR2005F 7 A28 H (AN B EEREZZHA
1) B ARG Z M B A 1 68TT

4. BEF-ERTEREMS  BAERZIARRRARE
(i) Eo R 20% B 3% i 8 AR #E 7T R 20056 8 A 22 B & 2009
E7H 25 B BHATTHE ¢ (i) B 5N 40% B 5 H 5B AT R
20074 1 A 25 BE 20094 7 A 25 AEARATHE ¢ K (i) 8
T 40% B % HBERAE R R 20076 7 A 25 BE 20094 7 A
25 BEANATE -

REZE2007F 2 A28 EFER - BHETEREE
1M -

ERERER —E | e EEL A NATE
BRI REME 29 -

BEEAEA AR &R

A& @R Partner Logistics Limited (AN A R E B g
SEERIM AT E TEK o KPartner Logistics Limited
WERRAEMR - FEREBRITRZERS N 2%
B o MAFEER + B Partner Logistics Limited i F|
BERRE 4,276,000 (2006 5 : % 3,880,000
)

B EESN - REBRIAFEEMERE - ARF]
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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 purchased, sold or
redeemed any of the listed securities of the Company.

Convertible Securities, Options or Similar
Rights

Other than the share options under the 2003 Share Option Scheme as disclosed above,
the Company had no other outstanding convertible securities, options or similar rights
as at 28 February 2007.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s Bye-Laws or the
laws in Bermuda.

Bank Loans and Other Borrowings

Particulars of bank loans and other borrowings of the Group as at 28 February 2007 are
set out in notes 19 to 22 on the financial statements.

Five Years Summary

A summary of the results and of the assets and liabilities of the Group for the last five
financial years is set out on pages 162 to 163 of the annual report.

Properties

Particulars of the major properties of the Group are shown on page 164 of the annual
report
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Retirement Schemes

The Group participates in the Mandatory Provident Fund Scheme (the “MPF Scheme”)
under the Hong Kong Mandatory Provident Fund Schemes Ordinance for employees
employed under the jurisdiction of the Hong Kong Employment Ordinance. The MPF
Scheme is a defined contribution retirement scheme administered by independent
trustees. Under the MPF Scheme, the employer and its employees are each required to
make contributions to the scheme at 5% of the employees’ relevant income, subject to
a cap of monthly relevant income of HK$20,000.

The Group also participates in defined contribution retirement benefits schemes for all
qualifying employees in the People’s Republic of China ("PRC”) and Malaysia. The assets
of the schemes are held separately from those of the Group in funds under the control
of independent trustees.

The Group's total contributions to these schemes charged to the consolidated income
statement during the year ended 28 February 2007 amounted to HKS5,629,000
representing contributions payable by the Group to the schemes at 5%, 7% and 12% of
the gross salaries in Hong Kong, PRC and Malaysia, respectively.

Public Float

Based on information that is publicly available to the Company and within the
knowledge of the directors, the percentage of the shares in public hands exceed 25%
as at 31 May 2007, the latest practicable date to ascertain such information prior to the
issue of this annual report.

Corporate Governance

The Company is committed to maintaining a high standard of corporate governance.
Information on the corporate governance practice adopted by the Company is set out
in the Corporate Governance Report on pages 65 to 74.
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Audit Committee

The Company's audit committee comprises of three Independent Non-executive
Directors, Mr. Chui Chi Yun, Robert, Mr. Peter George Brown and Mr. Siu Ming Wah
Information on the Audit Committee is set out in the Corporate Governance Report on
pages 65 to 74.

Auditors

Moore Stephens replaced KPMG as the auditors of the Company on 6 April 2006.

Moore Stephens will retire at the forthcoming annual general meeting and, being
eligible, offer themselves for reappointment. A resolution for the reappointment of
Moore Stephens as auditors of the Company is to be proposed at the forthcoming
annual general meeting.

By Order of the Board
Tse Tat Fung, Tommy
Chairman

Hong Kong, 18 June 2007
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Corporate
Governance
Report

Compliance with the Code on Corporate B EmRNZERERER
Governance Practices of the Listing Rules 78I

The Company is committed to the establishment of good corporate governance  AARB A HERIFEEBATRARIET - REE
practices and procedures. The Company has applied the principles and complied with 200742 A28 BIEEE » AAR—HERRETE
all code provisions and, where applicable, the recommended best practices of the Code  HBMAR FMABR D AIES FmR A ([ EmRAl])
on Corporate Governance Practices ("CG Code’) as set out in Appendix 14 of the Rules Figk 14 FrEl B A E AT REE R 2

Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the

RAIRAESTAIGSUAR (EERERT) B2 RER

"Listing Rules’) throughout the year ended 28 February 2007, except the following — #1 » M TIREENEBATRIENEA32 A4 R

deviations from code provisions A.3.2, A.4.1 and A.4.2 of the CG Code: A4 22 BERBRIN

I Mr. Lui Pui Kee, Frandis resigned as an Independent Non-executive Director | BBELEER2006%7A17BERLAEHR
of the Company on 17 July 2006 for personal reasons and the number of the EARARRBIIENITES BURTESH
Independent Non-executive Directors fell below the minimum number required B EmER ETRRE3 1001 ERKIKAZR
under Rule 3.10(1) of the Listing Rules and the number of the members of audit T BRZEGKEHE MER ETRAIE 32
committee fell below the minimum number required under Rule 3.21 of the Listing BN RIEAERTE o NARIRLEST EmRAIE
Rules. The Company fell short of the requirements under Rule 3.10(1), 3.11 and 3.00(1) 311 K321 EETZHE - Eak4R
3.21 of the Listing Rules to fill the vacancy for Independent Non-executive Director E=EARERB I TEETREREZE K
and member of audit committee after three months since Mr. Lui's resignation. BT AR EZTSRERE—FEZFEA
The board of Directors of the Company was unable to find a suitable candidate BB I TEE R EZEZESKEZE
to fill the vacancy for Independent Non-executive Director and member of audit BEBRREREEN20065F 12 A4BEZEREL
committee until Mr. Peter George Brown was appointed as an Independent INTEERERRESKE -
Non-executive Director and member of audit committee on 4 December 2006.

2. Mr. Gerald Clive Dobby and Mr. Lui Pui Kee, Francis, Independent Non- 2. ANARPBMIEHITEE Gerald Clive Dobby 5t 4£ &

executive Directors of the Company, were not appointed for a specific
term since their service contracts ended in November 2005 but they are
subject to retirement in accordance with the Company’s Bye-Laws. At
the annual general meeting of the Company held on 9 August 2006,
Mr. Gerald Clive Dobby retired by rotation as a director of the Company and was
re-elected as an Independent Non-executive Director of the Company for a term
of three years. Mr. Lui Pui Kee, Frandis, resigned as an Independent Non-executive
Director on 17 July 2006.

REREEEEEREA LN 20055 11 AR IER
W IERE T AHERT - ERSERBALDRZ
NEMAER o K 20068 A 9 BEITZARR]
RRAFAE £ - AABESE Gerald Clive Dobby
REBESR  WERBTARARBILIENIT
B EH=F - BIRERER20065678178
BREBLIFNITES -




3. Inaccordance with the Company’s Bye-Laws, one-third of the directors for the time
being (or, if their number is not a multiple of three, the number nearest to but not
greater than one-third) shall retire from office by rotation at each annual general
meeting of the Company, but the Directors are not required to retire by rotation
at least once every three years. In addition, according to the Company’'s Bye-Laws,
any directors appointed to fill a casual vacancy shall hold office only until the next
following annual general meeting and shall then be eligible for re-election at that
meeting. At the annual general meeting of the Company held on 9 August 2006,
an amendment to the Bye-Laws of the Company was proposed and approved by
shareholders so that, in compliance with code provision A 4.2 of the CG Code, all
directors appointed to fill a casual vacancy shall be subject to election by shareholders
at the first general meeting after their appointment and every director shall be subject
to retirement by rotation at least once every three years.

4. Mr. Gerald Clive Dobby resigned as an Independent Non-executive Director of
the Company on 28 February 2007 for personal reasons and the number of the
Independent Non-executive Directors fell below the minimum number required
under Rule 3.10(1) of the Listing Rules and the number of the members of audit
committee fell below the minimum number required under Rule 3.21 of the
Listing Rules. Subsequently, Mr. Siu Ming Wah was appointed to fill the vacancy
of Independent Non-executive Director and member of the audit committee on
2 May 2007.

Model Code on Securities Transactions Dy
Directors

The Company has adopted the Model Code set out in Appendix 10 to the Listing Rules
as its own code of conduct regarding Directors’ securities transactions. Enquiry has
been made with all Directors and the Directors have confirmed compliance with the
required standard set out in the Model Code during the year ended 28 February 2007
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The Board of Directors

The Board of Directors of the Company (the “Board”) is collectively responsible for the
management of the business and affairs of the Group with the objective of enhancing
shareholders value. The Board is responsible for making decisions on major operational
and financial matters as well as investments, and overseeing the management of the
business. The general management and day-to-day operations, including preparation
of annual and interim reports and accounts for board approval before public reporting,
execution of business strategies and initiatives adopted by the Board, monitoring of
operating budgets, implementation of adequate systems of internal controls and risk
management procedures, and compliance with relevant statutory requirements and
rules and regulations, are delegated to the management team of the Group. The Board
comprises a total of nine Directors, with six Executive Directors and three Independent
Non-executive Directors. One-third of the Board are Independent Non-executive
Directors and more than one of them have appropriate professional qualifications, or
accounting or related financial management expertise as required by the Listing Rules.
All of the Directors are subject to retirement by rotation and re-election at the general
meeting in accordance with the Company’s Bye-Laws.

The Board has received from each of the three Independent Non-executive Directors
an annual confirmation of his independence pursuant to Rule 3.13 of the Listing Rules
and the Board considers each of the three Independent Non-executive Directors to be
independent.

The Company has established the Board process. Regular Board Meetings are held at
least four times a year, and if necessary, additional meetings are arranged as and when
required. The Company Secretary assists the Chairman in preparing the agenda for the
meetings and preparing and disseminating Board papers to the Directors in a timely
and comprehensive manner. All Directors have access to the advice and services of the
Company Secretary to ensure that the procedures are followed and all applicable rules
and regulations are complied with.
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During the year ended 28 February 2007, the full Board held 4 meetings and details of ~ REBE—ZZ+HE_A—t+/\ALLFE EESLH
HOMAREEEEE  SEFHEIGFENT

Directors” attendance records are set out below:

Number of meetings BE#A 4

Directors -3 Attendance HERE

Executive Directors: BITES:

Tse Tat Fung, Tommy iz 3

Peter Gerardus VVan Weerdenburg RS 3

Alex Chan (resigned on 28 February 2007) RER(WR=TZTLFE-A=1/\BFT) 4

Erwin Steve Huang ‘|EK 3

Yau On Yee, Annie (appointed on 22 June 2006) BEE(R=EEANFANA- T BEEE) 2

Cheung Tse Kin, Michael (appointed on 22 June 2006) RFR(R=ZEAFAA-T-BEZE) 2

Independent Non-executive Directors: BYFHTES

Chui Chi Yun, Robert EEC 4

Gerald Clive Dobby (resigned on 28 February 2007) Gerald Clive Dobby (R=ZZF+F = A=+ /\HEHTE) 3

Lui Pui Kee, Frandis (resigned on 17 July 2006) Eiﬁg(EA,7 TAFELATEBEHTE) 3

Peter George Brown (appointed on 4 December 2006) AR EF+ANBEZRM) 0
(Note 1)
(Ffi=E 1)

Notes: Bz

1. No board meeting has been held during the period since his appointment to 28 February 2007. I Fﬁlﬁiﬁf&:f TS+ F-_A-+/\BHERART

$ = E ﬂ
2. Mr. Siu Ming Wah was appointed as an Independent Non-executive Director on 2 May 2007. 2 BHETAR-TTLERA-REZRTABUENT
Exo
3. Mr. Lai Tsz Mo, Lawrence was appointed as an executive Director on 18 June 2007 3 BTREER-STLFEAATN\BRZEAUAE
.



The Chairman and the Chief Executive
Officer

The positions of Chairman of the Board and Chief Executive Officer are held by separate
individuals with a view to maintaining an effective segregation of duties with respect
to the management of the Board and the day-to-day management of the Group's
business.

The Chairman, Mr. Tse Tat Fung, Tommy, is responsible for the Group’s overall
strategy and business development. The Chief Executive Officer, Mr. Peter Gerardus
Van Weerdenburg, is delegated with the authority and responsibility for running the
Company’s business and implementing the Company’s strategies.

Non-executive Directors

Non-executive Directors are subject to retirement by rotation and re-election at the
general meeting in accordance with the Company’'s Bye-Laws.

At the annual general meeting of the Company held on 9 August 2006, Mr. Gerald
Clive Dobby retired by rotation as a director of the Company and was re-elected as
an Independent Non-executive Director of the Company, Mr. Dobby resigned as an
Independent Non-executive Director of the Company on 28 February 2007 for personal
reasons. Mr. Dobby confirmed that there was no disagreement with the Board and that
there was no matter that needed to be brought to the attention of the shareholders of
the Company in respect of his resignation

Remuneration of Directors

The Remuneration Committee, which terms of reference are posted in the Company’s
website and which are in compliance with the provisions set out in the CG Code,
comprises four members, a majority of whom are Independent Non-executive Directors
of the Company. The principal responsibilities of the Remuneration Committee include
making recommendations to the Board on the Company's policy and structure in
relation to the remuneration of Directors and senior management by reference
to corporate goals and objectives resolved by the Board from time to time. The
Remuneration Committee meets at least once a year.
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The Remuneration Committee met twice during the year ended 28 February 2007 and
the individual members” attendance records are set out below. In addition, during the
year, the Remuneration Committee also received a number of reports and proposals
from executive management in relation to remuneration issues of the Company for their
review and/or approval as required.

FHEEENEE TR LF AT N\HLFEE
BIZREH  EARIKELREENT » 350 FH
ZETREEIEEBASMRERABFTHEE 2 RS
REZUERFETAEHR, A

Number of meetings BRERE 2
Members K& Attendance HERE
Gerald Clive Dobby (Chairman) Gerald Clive Dobby (£ &)

(resigned on 28 February 2007) (R=ZZ+E-F=+/\BEHT) 2
Chui Chi Yun, Robert EHC 2
Lui Pui Kee, Frandis (resigned on 17 July 2006) EEERZEEAFLATLHET) I
Peter George Brown (appointed on 4 December 2006 BRE(RZTT ET-FNBAEZT) 1

(Note 1)
(Ffi=E 1)
Tse Tat Fung, Tommy HEE 2
Notes: BisE
1. Only one committee meeting has been held during the period since his appointment to | REEZARZE_TTLF-_A-+/\BHHRE
28 February 2007. T—REEEE -
2. Mr. Siu Ming Wah was appointed as member on 2 May 2007 and as Chairman on 7 May 2. HEEER_TTLERA_ABRTAKENL

2007
The Remuneration Committee had considered the following proposals:

(a) reviewed the remuneration policy of the Company for the year ended 28 February
2007;

[b) reviewed and approved the service contracts for executive directors and
independent non-executive directors;

(c) reviewed and approved the annual performance bonus policy and the granting
of discretionary bonus to both senior executives and other employees of the
Company.

The Remuneration Committee is provided with sufficient resources, including the advice
of professional firms, to discharge its duties, as necessary.
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Nomination of Directors

The Company does not have a Nomination Committee. The Board as a whole is
responsible for the procedure of agreeing to the appointment of its members either to
fill a casual vacancy or to add to the existing directors and those directors appointed by
the Board during the year shall hold office only until the next following general meeting
and shall then be eligible for re-election in accordance with the Company’s Bye-Laws.

The annual general meeting circular contains detailed information on election of
directors including a detailed biography of all directors standing for election or
re-election to ensure that shareholders can make an informed decision on their election.

Auditors Remuneration

The amount of fees charged by the Auditors generally depends on the scope and
volume of the auditors” work. For the year ended 28 February 2007, the remuneration
payable to Moore Stephens was approximately HKS2.95 million for audit services and
HKS0.25 million for other assurance services.

Audit Committee

The Audit Committee, which terms of reference are posted in the Company’s website
and which are in compliance with the provisions set out in the CG Code, comprises
three members who are all Independent Non-executive Directors of the Company. The
principal duties of the Audit Committee include the review and supervision of the Group’s
financial reporting system and internal control procedures, review of the Group's financial
information and review of the relationship with the external auditors of the Company. The
Audit Committee meets at least twice a year.
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During the year ended 28 February 2007, the Audit Committee held 3 meetings and REZ
details of individual members” attendance records are set out below:

“ERLE-ACTN\RLFE  EREES
LAM=KEE - ERKBLFRSEFEOT

Number of meetings BRERE 3
Members & Attendance HERE
Chui Chi Yun, Robert (Chairman) EEC(ERE) 3
Gerald Clive Dobby (resigned on 28 February 2007) Gerald Clive Dobby (R=ZT+F = A=+ \HEHTE) 3
Lui Pui Kee, Frandis (resigned on 17 July 2006) EiﬁE(EA77 TRELATERET) 2
Peter George Brown (appointed on 4 December 2006) RR=ZZEEAF+_ANBEZE) 0

(Note 1)

(FzE 1)

Notes:

1 No committee meeting has been held during the period since his appointment to
28 February 2007.

2. Mr. Siu Ming Wah was appointed as member on 2 May 2007.

The following is a summary of the work performed by the Audit Committee during the
year:

(a) discussed with the external auditors the general scope of their audit work;

b) reviewed and made recommendations to the Board in respect of the audit fee
proposals for the Group for the year ended 28 February 2007;

(c) made recommendations to the Board regarding the appointment of auditors to fill
the casual vacancy arising from the resignation of KPMG;

(d) reviewed and approved the Group’s internal audit policy and internal audit plan for
the year 2007;

(e) reviewed the internal audit reports covering the evaluation of internal controls;

(f)  reviewed the audited accounts and final results announcement for the year ended
28 February 2006; and
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(g) reviewed the Interim Report and interim results announcement for the six months
ended 31 August 2006.

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

The Group'’s annual report for the year ended 28 February 2007 has been reviewed by
the Audit Committee.

Directors” Responsibility for the Financial
Statements

The Directors acknowledge their responsibility for preparing the financial statements
of the Group and presenting a balanced, clear and comprehensive assessment of the
Group’s performance.

In preparing the financial statements of the Group for the year ended 28 February
2007, the Directors have selected the appropriate accounting policies and applied them
consistently; approved the adoption of all applicable Hong Kong Financial Reporting
Standards which are issued by the Hong Kong Institute of Certified Public Accountants;
made judgements and estimates that are prudent and reasonable; and prepared the
financial statements on the going concern basis.

Internal Control

The Board, through the Audit Committee, is responsible for ensuring that adequate
internal controls are in place to safeguard the Company’s assets and manage risks.
The executive management has been delegated the responsibility of identifying and
evaluating the risks faced by the Group and of designing, operating and monitoring an
effective control system.

The internal control system is designed to provide reasonable, but not absolute,
assurance on the effectiveness and efficiency of operations in achieving the established
corporate objectives, safeguarding the Group’s assets, providing reliable financial
reporting and complying with the applicable laws and regulations. Systems and
procedures are also established to identify, measure, manage and control, rather than
eliminate, different risks arising from different business and functional activities.
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The Group’s Internal Audit Department plays an important role in the internal control
function. It provides objective assurance to the Board that a sound internal control
system is maintained and operated in compliance with the established processes and
standards by performing periodic audits over all major operations of the Group, typically
over a three-year cycle. An annual audit plan (comprising annual audit focus and audit
frequencies) is prepared based on the department’s independent risk assessment. Such
work plan is discussed and agreed with the Audit Committee at the beginning of each
financial year. Major internal audit findings will be submitted to the Audit Committee for
review and all recommendations from the Internal Audit Department will be properly
followed up to ensure that they are implemented within a reasonable period of time
The Directors have received the report from the Internal Audit Department which
conducted a review of the effectiveness of the system of internal control of the Group.

The scope of work performed by the internal audit function during the year included
financial and operational reviews, recurring/surprise inventory counts and audits, and
special reviews.

Communication with Shareholders

The Company establishes and maintains different communication channels with its
shareholders through the publication of annual and interim reports and press releases
Such information is also available on the Company’s website and the website of
http://tsl.etnet.com.hk.

The annual general meeting provides a useful forum for shareholders to exchange
views with the Board. At the Company’s 2006 Annual General Meeting, the Chairman
of the Audit Committee and the Chairman of the Remuneration Committee were
present and ready to answer shareholders” questions.

Details of the poll voting procedures and the rights of shareholders to demand a
poll have been included in the annual general meeting circular. At the Company's
2006 Annual General Meeting, all the resolutions were dealt with on poll voting and
Secretaries Limited, the Company’s Hong Kong Branch Share Registrar, was engaged as
scrutineer to ensure the votes were properly counted.
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Independent Auditors’ Report to the Shareholders of
Tse Sui Luen Jewellery (International) Limited
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Tse Sui Luen Jewellery
(International) Limited (the “Company”) and its subsidiaries (collectively referred to as the
"Group’) set out on pages /7 to 161, which comprise the consolidated and Company
balance sheets as at 28 February 2007, and the consolidated income statement, the
consolidated staterent 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, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of this
report.

Report of
Independent

Audltors
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N BUBHMMHEF

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’ judgment, 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 28 February 2007 and of the
Group’s profit and cash flows for the year then ended in accordance with Hong Kong

Financial Reporting Standards and have been properly prepared in accordance with
the disclosure requirements of the Hong Kong Companies Ordinance.

Moore Stephens

Certified Public Accountants
905 Silvercord, Tower 2

30 Canton Road
Tsimshatsui

Kowloon

Hong Kong, 18 June 2007
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for the year ended 28 February 2007

Consolidated
Income
Statement

BZE200752A28B1L5E
2007 2006
Note Pzt HKS'000 E#FT HKS'000 ¥ FT

Turnover E 2810 1,509,851 1,324,132
Cost of sales HERA (707,985) (657,896)
Gross profit E7 801,866 666,236
Other revenue HegA 3810 5,449 2,744
Selling expenses HEER (577,650} (510,587)
Administrative expenses THRER (127,243) (109,754)
Other operating expenses Hifg e g A (168) (47)
Profit from operations B 102,254 48,592
Finance costs B%ER 4(a) (10,332) (6,159)
Profit on disposal of land and buildings &+ i RAEFEF 1,603 =
Gain on disposal of subsidiaries HEHTE A Al 1,384 -
Impairment loss on goodwill ez REEE (7,002) =
Negative goodwill on acquisition of W F R 1 BB MRS

additional interest in a subsidiary ZEBE 11,027 =
Profit from ordinary activities BB EREKET

before taxation 4 98,934 42,433
Taxation B 5(a) (24,955 (70,551
Profit/(loss) for the year FEERF/(FE) 8 73,979 (28,118)
Attributable to:— FEfE 3%
Equiity holders of the Company PN ES 55,562 (47,977)
Minority interests DR R 18,417 19,859
Profit/(loss) for the year rEERA/(FE) 73,979 (28,118)
Earnings/(loss) per share BRER/(FE)
Basic AR 9a) 26.8 cents (23.2) cents
Diluted BE 9(b) N/A N/A

The notes on pages 84 to 161 form part of these financial statements

FB4EF 10l EONEBAMBIMEZ—HD ©



Consolidated

Balance
Sheet

HEEERMEE

at 28 February 2007
200742 A 28H
2007 2006
Note HifiE HKS 000 % 7T HKS'000 % F 7t HKS'000 B F 7T HKS 000 BT 7T
Non-current assets FRBEE
Property, plant and equipment 1%  &E K&k 11(a) 130,663 117,691
Other financial asset Hif % EE 13 500 500
Club debenture BREERE 14 103 103
Deferred tax assets BRERIBEE 24(b) 25,096 20,834
156,362 139,128
Current assets MEEE
Investments in securities EHRE = I
Inventories I3 15 521,589 500,723
Trade and other receivables FEUR R R EL AR 16 143,694 109,680
Current tax recoverable R EkN-TE 24(a) 71 1,020
Cash at bank and in hand RITFAEB L 17 99,178 101,249
764,532 712,673
Current liabilities HEEE
Trade and other payables SRR KA 18 (358,309) (355,019)
Bank overdrafts — secured RITESL —HHA 19 (18,486) (18,550)
Bank loans — secured RITER—FHEMR 19 (12,800) (4,000
Other loans — secured Hith &5 —F A 20 (38,135) (14,500)
Other loan — unsecured Hfth & 7% — 4K 21 (1,640 =
Obligations under finance RMEREANE
leases — current —RERE S 22(a) (1,151) (660)
Current tax payable FERZRERR I 24(a) (94,824) (91,876)
(525,345) (484,605)
Net current assets REEEFE 239,187 228,068
Total assets less current HEERRDAR
liabilities carried forward i 395,549 367,196




2007
Note &k HKS'000 A #FT HKS'000 A% T

Total assets less current REBEER

liabilities brought forward REEE 395,549
Non-current liabilities FrRBEE
Bank loans — secured RITER—HHEM 19 (38,200
Other loans — secured Hith &R — HHEH 20 (36,060
Other loan — unsecured Hth B 3K — 4 21 (2,093)
Obligations under finance MEEEANE

leases — non-current —EAREREH 22(a) (991)
Employee benefit obligations B ERAIETS 23(a) (10,836
Deferred tax liabilities EEHREEE 24(p) (55)

(88,241]

NET ASSETS BERE 307,308
CAPITAL AND RESERVES EXRf# A
Share capital BRA 25 51,766
Reserves & 223,863
Total equity attributable to AR R RREM

equity holders of the R

Company 275,629
Minority interests DERRER 31,679
TOTAL EQUITY ERBE 307,308

2006

HKS'000 %% 7T HKS'000 %% F7T

367,196
(53,000
(57,867)
(614)
(8,759)
(46)

(120,286)

246,910

51,766

155,186

206,952

39,958

246,910

Approved and authorised for issue by the board of directors on 18 June 2007

The notes on pages 84 to 161 form part of these financial staterments.
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Balance
Sheet

EEREX

at 28 February 2007
#2007 24288
2007 2006
Note FifaF HK$'000 B¥F T HK$'000 B¥F T HK$'000 %B¥F 7T HKS'000 ¥ F T
Non-current assets FRBEE
Property, plant and equipment 1% - BB k& iE 11 (b} 298 235
Interests in subsidiaries EpNGIL: 5 12 226,743 206,270
Deferred tax assets EERBEE 24(b) 1,394 =
228,435 206,505
Current assets mEEE
Other receivables, deposits HinRusr - e
and prepayments SSEES 16(c) 7,886 6,042
Cash at bank and in hand RITERREE 46 2
7,932 6,044
Current liabilities RBEE )
Other payables and accruals HihfE SRt ER 181 (5,374) (4,685)
Other loans — secured Hith & — F R 20 (16,335 =
Other loan — unsecured HbEoR — E IR 21 (1,640 =
Obligations under finance BVE M BRI
leases — current NG ) 22(b) (980) (446)
(24,329) (5,131)
Net current (liabilities)/ hE(AE)EE
assets FE (16,397) 913
Total assets less current HEERRBAR
liabilities 212,038 207,418
Non-current liabilities FraaE
Other loan — unsecured B &R —E KR 21 (2,093) -
Obligations under finance B EAYE
leases — non-current — AR ERER () 22(b) (903) (2,996) (466) (466)
NET ASSETS EERE 209,042 206,952
CAPITAL AND RESERVES BEARf#E
Share capital (& 25 51,766 51,766
Reserves e 26 157,276 155,186
TOTAL EQUITY A 209,042 206,952

Approved and authorised for issue by the board of directors on 18 June 2007

The notes on pages 84 to 161 form part of these financial statements.
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Consolidated

Statement
of Changes in

Equity

for the year ended 28 February 2007

BZE 200762 A28 HIEFE
Share-ased
Share Share Capital  compensation  Exchange  Accumulated Minority Total
capital premium reserve reserve reserve osses Total interests equity
kA RiEE B4R RORERE  EXGR 2t ag SYURFEE  BREE
HCSO00BBTT  HKSO00 B%TR RSO0 BETT HKS000 BHT  HKSO00 BT  HKS000 BETR  HKSO00BETT HKS000 BT HKS000 85T
| March 2005 R20055381H 51,766 116,634 97,992 - 6,198) (10,834 249,360 17,648 267,008
Issue of share options EfERE - - - 2332 - - 2332 - 2332
Exchange difference HENB AR BRE
on translation of financial LEREE
Statements of subsidiaries = = = = 3,237 = 3231 2451 5,688
Loss for the year EnEE - - - - - @971 [41977) 19,859 28118
28 February 2006 and R200652R 28R K
| March 2006 00653A17 51,766 116,634 97,992 2,332 (2,961) (58811) 206,952 39,958 246910
Increase in interests HEAREREN
in subsidiaries - - - - (1,85 - (1859 (22793 (9652
Release of reserves on BRLENBRR
disposal of a subsidiary e - - - - %!] - (%61 - %1]
Share option expenses FRERR - - - 2005 - - 2,005 - 2,005
Adjustment arising from BREXELL
[apse of share options FilS = = = 183 - 183 - - -
Exchange difference on REMBRANBER
translation of finandial JERER
statements of subsidlaries = = = = 13,930 = 13,930 1,097 15,027
Profit for the year EREF - - - - - 55,562 55,562 18417 73979
28 February 2007 R2007%28 288 51,766 116,634 97,992 4,154 8149 3.060) 275,629 31,679 307,308

The notes on pages 84 to 161 form part of these financial statements.
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Consolidated

Cash Flow
Statement

for the year ended 28 February 2007

BE 200762 A28 HIFFE
2007 2006
Note Ptz HKS'000 B¥FT HKS'000 ¥ F7T

Operating activities RETH
Profit from ordinary activities before taxation BRI E B EB R 98,934 42,433
Adjustments for: HEIEA :
— Finance costs —HKER 10,332 6,159
— Profit on disposal of investments in securities —HEBFREBA (4) -
— Profit on disposal of land and buildings —HE L RIEFREF (1,603 =
~ Impairment loss on goodwill —ABRZHEER 7,002 -
— Negative goodwill on acquisition of —WEENT B A R ME RS

additional interest in a subsidiary =ik (11,027) =
— Loss on disposal of property, —HEWE - BERRE

plant and equipment &8 168 47
— Depreciation —E 28,851 24,225
— Interest income -VON (350) (279)
— Gain on disposal of subsidiaries — R EHE A A 27(a) (1,384) =
— Equity-settled share option expenses —DARR AR S5 H R R R S 2,005 2,332
— Provision for impairment loss of investments —EFREZRERRE

in securities B 2 =
— Reversal of provision for impairment loss of —EFREZRERE

investments in securities B E&E (26) -
— Foreign exchange loss —[EXEE 11,482 4,322
Operating profit before changes BEESHEA

in working capital REBR 144,382 79,239
Increase in inventories FEEM (20,866) (6,166)
Increase in trade and other receivables JRE M B R e L ek 3 (32,047) (12,079)
Decrease in trade and other payables JEATRR AR R E At PR OB (2,121) (12,896)
Increase/ (decrease) in employee EEREFEMLM

benefit obligations OR) 2,077 (1,431)
Cash generated from operations REXEBELENRSE 91,425 46,667
Tax paid [RERE 2
— Hong Kong profits tax —BBMEH (7,680) (21,008)
— Overseas tax —BINGE (17,902) (19,800
Net cash generated from RETHEEN

operating activities REFE 65,843 5,859




2007 2006
HKS 000 BT HKS'000 BB FTL

Investing activities RETH
Payments to acquire property, TREAYE - BE X

plant and equipment BRI (42,034) (36,107)
Proceeds from disposal of property, HEDE  BiFE &R

plant and equipment FT{S 508 2,303 13
Proceeds from disposal of investments in securities HEBFIEEHIE 28 =
Payments to acquire additional XATUREE B A RIS MER

interests in subsidiaries IR (19,791 -
Interest received BIFIE 350 279
Net cash used in investing activities RETEFANESFE (59,144] (35,815)
Financing activities RMETEE
Capital element of finance lease payments ENREHERENASHH (1,211) (516)
Proceeds from new other loans G E M ERATERIE 21,335 -
Proceeds from new bank loan ERITE NG RIE 77,000
Repayment of bank loans BBIRITER (6, OOOJ 140,722)
Repayment of other loans EEEMER (15,767) =
Interest element of finance lease payments ENRERERSNTIEHS (194) (60)
Interest paid BRFIE (10,141) (6,087)
Net cash (used in}/generated from METE (FA)EE

financing activities WHEFHE (11,978 29,615
Net decrease in cash and cash equivalents BERBEEENADFE (5,279) (341)
Cash and cash equivalents at RETNRERREEEY

beginning of year 82,699 81,825
Effect of foreign exchange rates changes IEEXBENTE 3,272 1,215
Cash and cash equivalents at end of year REENRESRELEEY 80,692 82,699
Analysis of cash and cash equivalents RERBELEEYAIN
Cash at bank and in hand BIERRAE 99,178 101,249
Bank overdrafts RITEX (18,486) (18,550)

80,692 82,699

The notes on pages 84 to 161 form part of these financial statements. B 84ZE |61 ARMTBEARBIRER S °




Notes to the

Financial
Statements

 FEEFER
(a) Eﬁj%ﬁﬂ

. Significant accounting policies

(a)Statement of compliance

B B # % N At

oo
=

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

(bjBasis of preparation of financial statements
The measurement basis used in the preparation of the financial statements
is historical cost modified by the marking to market of certain investments in
securities as explained in the accounting policies set out below.

The principal accounting policies and methods of computation used in the
preparation of the financial statements for the year ended 28 February 2007
are consistent with those adopted in the financial statements for the year ended
28 February 2006, except for the adoption of the new and revised HKFRSs as
explained in (c) below.

A summary of the significant accounting policies adopted by the Group is set out
below.
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Significant accounting POlICies (coninued)

(cJAdoption of new and revised Hong Kong Financial
Reporting Standards
During the current year, the Group has adopted the following amendments
to HKFRSs and Interpretations which are effective for accounting periods
commencing on or after 1 January 2006:-

HKAS 19 (Amendment)

HKAS 21 (Amendment)

HKAS 39 & HKFRS 4
[Amendments)

HKFRS T (Amendment)

HKFRS 6

HKFRS-INt 4

HKFRS-Int 5

HK(IFRIC)-Int 6

HK(IFRICHNt 7

Employee Benefits — Actuarial Gains and Losses, Group
Plans and Disclosures

The Effects of Changes in Foreign Exchange Rates

Financial Guarantee Contracts

Firsttime Adoption of Hong Kong Financial Reporting
Standards

Exploration for and Evaluation of Mineral Resources

Determining whether an Arrangement contains a
Lease

Rights to Interests arising from Decommissioning,
Restoration and Environmental Rehabilitation Funds

Liabilities arising from Participating in a Specific Market
— Waste Electrical and Electronic Equipment

Applying the Restatement Approach under HKAS 29
Financial Reporting in Hyperinflationary Economies

The adoption of the above amendments, new standards and interpretations has
had no material impact on the accounting policies of the Group and the Company
and the methods of computation in the Group’s and the Company’'s financial

statements.
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Significant accounting POliCies oninueq

(dJudgments and estimates

The preparation of financial statements in conformity with HKFRSs requires
management to make judgments, estimates and assumptions that affect the
application of policies and reported amounts of assets, liabilities, income and
expense. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of making the judgments
about carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the
estimate Is revised if the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current and future periods.

The directors have considered the development, selection and disclosure of the
Group’s critical accounting policies and estimates. The estimates and assumptions
that have a significant risk of causing a material adjustment to the carrying
amounts of assets or liabilities are as follows:—

(i) Usetul lives and depreciation of property, piant and equjpment

The Group determines the estimated useful lives and related depreciation
charges of its property, plant and equipment. These estimates are based
on the historical experience of the actual useful lives of property, plant and
equipment of similar nature and functions. The Group will increase the
depreciation charge where useful lives are less than previously estimated
lives, and will write off or write down technically obsolete or non-strategic
assets that have been abandoned or sold. Actual economic lives may differ
from estimated useful lives. Periodic review could result in a change in
depreciable lives and therefore depreciation charge in the future periods.
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Significant accounting POlICies (coninued) C EEEFHR @

(@Judgments and estimates (continued| (o) F B R A E ()
(i} Impairment of goodwill (i) BERE

The Group tests annually whether goodwill has suffered any impairment.
Determining whether goodwill is impaired requires an estimation of the
value-in-use of the cash generating units to which goodwill has been
allocated. The value-in-use calculation requires the Group to estimate the
future cash flows expected to arise from the cash generating units and a
suitable discount rate in order to calculate the present value. Where the
actual future cash flows are less than expected, a material impairment loss
may arise.

(i) Net realisable value of inventories

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

(iv) Allowance of bad and doubtful trade and other receivables

The Group makes the allowance of bad and doubtful trade and other
receivables based on an assessment of the recoverability of the receivables.
This assessment is based on the credit history of the customers and other
debtors and the current market condition. Management reassesses the
allowance at each balance sheet date.
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Significant accounting POIliCies oninueq

e|Basis of consolidation

The consolidated financial statements incorporate the financial statements of the
Company and its subsidiaries made up to 28 February 2007. Where necessary,
adjustments are made to the financial statements of subsidiaries to bring the
accounting policies used into line with those used by other members of the
Group.

A subsidiary is an entity in which the Company, directly or indirectly, controls
more than half of the issued share capital or controls more than half of its voting
power or controls the composition of the board of directors. Subsidiaries are
considered to be controlled if the Company has the power, directly or indirectly,
to govern the financial and operating policies, so as to obtain benefits from their
activities.

The results of subsidiaries are consolidated from the date of acquisition, being
the date on which the Group obtains control, and continue to be consolidated
until the date that such control ceases. Intra-group balances and transactions,
and any unrealised profits arising from intra-group transactions, are eliminated in
full on consolidation. Unrealised losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains, but only to the extent that there
is no evidence of impairment.

The acquisition of subsidiaries during the year has been accounted for using the
purchase method of accounting. This method involves allocating the cost of the
business combinations to fair values of the assets acquired, and liabilities and
contingent liabilities assumed at the date of acquisition. The cost of the acquisition
is measured at the aggregate of the fair values of the assets given, equity
instruments issued and liabilities incurred or assumed at the date of exchange,
plus costs directly attributable to the acquisition.
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Significant accounting POlICies (coninued)  EEESFHR @
¢|Basis of consolidation (coninued) o REEE &)

Any excess of the cost of the acquisition over the fair values of the identifiable
net assets acquired is recognised as goodwill. Goodwill is stated at cost less
accumulated impairment losses. Goodwiill is allocated to cash-generating units
and is tested annually for impairment. Any excess of the Group's interest in fair
values of the acquiree’s identifiable assets, liabiliies and contingent liabilities over
the cost of a business combination is recognised immediately in the income
statement.

Minority interests at the balance sheet date, being the portion of the net
assets of subsidiaries attributable to equity interests that are not owned by the
Company, whether directly or indirectly through subsidiaries, are presented in
the consolidated balance sheet and statement of changes in equity within equity,
separately from equity attributable to the equity shareholders of the Company.
Minority interests in the results of the Group are presented on the face of the
consolidated income statement as an allocation of the total profit or loss for the
year between minority interests and the equity shareholders of the Company.

Where losses applicable to the minority exceed the minority's interest in the equity
of a subsidiary, the excess, and any further losses applicable to the minority, are
charged against the Group's interest except to the extent that the minority has
a binding obligation to, and is able to, make good the losses. If the subsidiary
subsequently reports profits, the Group’s interest is allocated all such profits
until the minority’s share of losses previously absorbed by the Group has been
recovered.
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- Significant accounting POIICIes (coninued)

7 Impairment of assets

At each balance sheet date, the Group reviews the carrying amounts of its
tangible and intangible assets to determine whether there is any indication that
those assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of
the impairment loss (if any). Where it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the recoverable amount of
the cash-generating unit to which the asset belongs.

Recoverable amount is the greater of net selling price 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
assessments of the time value of money and the risks specific to the asset.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be
less than its carrying amount, the carrying amount of the asset (cash-generating
unit) is reduced to its recoverable amount. Impairment losses are recognised as
an expense immediately, unless the relevant asset is land or buildings other than
investment property carried at a revalued amount, in which case the impairment
loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the
asset (cash-generating unit) is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been
recognised for the asset (cash-generating unit) in prior years. A reversal of an
impairment loss is recognised as income immediately, unless the relevant asset is
carried at a revalued amount, in which case the reversal of the impairment 10ss is
treated as a revaluation increase.
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» Significant accounting pPOlicies connued

(gProperty, plant and equipment and depreciation
Property, plant and equipment are stated at cost, less provisions for depreciation
and any impairment losses. Details are set out in note 11. The cost of an item
of property, plant and equipment comprises its purchase price and any directly
attributable cost of bringing the asset to its working condition and location for its
intended use. Expenditure incurred after the item has been put into operation,
such as repairs and maintenance and overhaul costs, is normally charged to
the income statement in the year in which it is incurred. In situations where it
can be clearly demonstrated that the expenditure has resulted in an increase in
the future economic benefits expected to be obtained from the use of the item,
the expenditure is capitalised as an additional cost of the item. When an item of
property, plant and equipment is sold, its cost and accumulated depreciation
are removed from the financial statements and any gain or loss resulting from
the disposal, being the difference between the net disposal proceeds and the
carrying amount of the asset, is included in the income statement.

Depreciation is provided on the straightine method, based on the estimated
economic useful lives of the individual assets, as follows:—

Leasehold land and buildings over 55 years from the date of purchase
Furniture, fixtures and equipment 1 to 10 years

Plant and machinery 3to 7 years

Motor vehicles 4 to 10 years
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Significant accounting POIliCies oninueq

nLeased assets
(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

The leasehold interest in the land held for own use is accounted for as being
held under an operating lease where the fair value of the interest in any
buildings situated on the leasehold land could be separately identified from
the fair value of the leasehold interest in the land at the time the lease was
first entered into by the Group, or taken over from the previous lessee, or at
the date of construction of those buildings, if later. In case the two elements
cannot be allocated reliably, the entire lease is classified as a finance lease and
carried at cost less accumulated depreciation and accumulated impairment
losses.

(i) Assets acquired under finance leases

Where the Group acquires the use of assets under finance leases, the
amounts representing the fair value of the leased assets, or, if lower, the
present value of the minimum lease payments of such assets, are included
in property, plant and equipment and the corresponding liabilities, net
of finance charges, are recorded as obligations under finance leases
Depreciation is provided at rates which write off the cost or valuation of
assets over the term of the relevant leases or, where it is likely the Group or
the Company will obtain ownership of the assets, the life of the assets, as set
outin note 1 (g) above. Impairment losses are accounted for in accordance
with the accounting policy as set out in note 1 (f) above. Finance charges
implicit in the lease payments are charged to income statement over the
period of the leases so as to produce an approximately constant periodic rate
of charge on the remaining balance of the obligations for each accounting
period. Contingent rentals, if any, are charged to income statement in the
accounting period in which they are incurred.
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» Significant accounting POliCies iconmued) C EEEFHR @

(r)Leased assets (continued) nHEEE®)
(i) Operating lease charges (i) AEHEEH
Where the Group has the use of assets held under operating leases, MAKEFREEHEEREE - AIREEE
payments made under the leases are charged to income statement in equal ERNREEEERMRE ST HRA - A
instalments over the accounting periods covered by the lease term, except ERERERG - BN MEERT R
where an alternative basis is more representative of the pattern of benefits to b R IR AR &8 E AT E AR G AR BIR S © 88
be derived from the leased assets. Lease incentives received are recognised MEBES REBE I ERRRTRERR
in income statement as an integral part of the aggregate net lease payments MEFNFEENBKED - REEE (NF)
made. Contingent rentals, if any, are charged to income statement in the EEEANG T HRNE KRR o

accounting period in which they are incurred.

i Interests in subsidiaries i) R AR 2 s
Interests in subsidiaries are stated in the Company’s balance sheet at cost less any P R R 2 g TR R AR A B 3 B R E S
identified impairment losses. Results of the subsidiaries are accounted for by the BRADARIEERERAR - MBARXERE
Company on the basis of dividends received and receivable. W B e B RS AR R EIERE ©

j Investments in securities ) BERE
The Group classifies and measures its debt and equity securities in accordance AEBERBEEBGENE 9% SMIA | R
with HKAS39 “Financial Instruments: Recognition and Measures”. Under HKAS Rit8 ] SR RFAEEBEBRRAES - RIEEH
39, financial assets are classified as “financial assets at fair value through profit EEERIE 395 - MBBEADBRIRARBERA
or loss”, "available-for-sale financial assets”, “loans and receivables”, or "held-to- BacMBEE] [MIHHEMBEE] B
maturity financial assets”. “Financial assets at fair value through profit or loss” that RIEWGRIE ] o [#HZEFI DA BEE ] - TS REH
are not part of a hedging relationship and “available-for-sale financial assets” are MEZ [RAR B ABRMBEE ]| RIEDR
carried at fair value, with changes in fair values recognised in profit or loss and BIE [AIRHEMBEE] - AREZBHS
equity respectively. "Loans and receivables” and "held-to-maturity financial assets” AR E S RIBRTER o [ERRERFIE R [#ZE
are measured at amortised cost using the effective interest method. BB A B | A BB A KRB R AN E -
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- Significant accounting POIICIes (coninued)

i) Investments in securities (continued)

The fair value of investments that are actively traded in organised financial
markets is determined by reference to quoted market bid prices at the close of
business on the balance sheet date. For investments where there is no active
market, fair value is determined using valuation technigues. Such techniques
include using recent arm's length market transactions; reference to current
market value of another instrument, which is substantially the same; a discounted
cash flow analysis and option pricing models. When the fair value of unlisted
equity securities cannot be reliably measured because (a) the variability in the
range of reasonable fair value estimates is significant for that investment or (b)
the probabilities of the various estimates within the range cannot be reasonably
assessed and used in estimating fair value, such securities are stated at cost less
any impairment losses.

[k Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is
determined using the weighted average cost formula and comprises all costs of
purchase, costs of conversion and other costs incurred in bringing the inventories
to their present location and condition.

Net realisable value is the estimated selling price in the ordinary course of
business less the estimated costs of completion and the estimated costs necessary
to make the sale.

When inventories are sold, the carrying amount of those inventories is
recognised as an expense in the period in which the related revenue is
recognised. The amount of any write-down of inventories to net realisable value
and all losses of inventories are recognised as an expense in the period the
write-down or loss occurs. The amount of any reversal of any write-down of
inventories is recognised as a reduction in the amount of inventories recognised
as an expense in the period in which the reversal occurs
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Significant accounting POlICies (coninue)

() Foreign currency translation
Foreign currency transactions during the year are translated at the foreign
exchange rates ruling at the transaction dates. 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 are
recognised in the income statement.

Non-monetary assets and liabilities that are measured in terms of historical cost
in a foreign currency are translated using the foreign exchange rates ruling at
the transaction dates. Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are translated using the foreign exchange
rates ruling at the dates the fair value was determined.

The results of foreign operations are translated into Hong Kong dollars at the
exchange rates approximating the foreign exchange rates ruling at the dates of
the transactions. Balance sheet items, including goodwill arising on consolidation
of foreign operations acquired on or after 1 January 2005, are translated into
Hong Kong dollars at the foreign exchange rates ruling at the balance sheet
date. The resulting exchange differences are recognised directly in a separate
component of equity. Goodwill arising on consolidation of a foreign operation
acquired before 1 January 2005 is translated at the foreign exchange rate that
applied at the date of acquisition of the foreign operation.

On disposal of a foreign operation, the cumulative amount of the exchange
differences recognised in equity which refate to that foreign operation is included
in the calculation of the profit or loss on disposal.
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- Significant accounting POIICIes (coninued)

(mTrade and other receivables

Trade and other receivables are initially recognised at fair value and thereafter
stated at cost less allowance for bad and doubtful debts. An allowance for bad
and doubtful trade and other receivables is established when there is objective
evidence that the Company will not be able to collect all amounts due according
to the original terms of receivables. Significant financial difficulties of the debtors,
probability that the debtors will enter bankruptcy or financial reorganisation,
and default or delinquency in payments are considered indicators that the
receivables are impaired. The amount of the allowance is the difference between
the receivables” carrying amounts and the present value of estimated future cash
flows, discounted at the effective interest rate. The amount of the allowance is
recognised in the income statement.

injTrade and other payables

Trade and other payables are initially recognised at fair value and thereafter stated
at amortised cost unless the effect of discounting would be immaterial, in which
case they are stated at cost.

[ojProvisions

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

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

o)Provisions (continued) o 18 ()

Where it is not probable that an outflow of economic benefits will be required, & ER S INR A AT B IERE - SE S A
or the amount cannot be estimated reliably, the obligation is disclosed as a YEEL T EG  ABZEBRERIBAE
contingent liability, unless the probability of outflow of economic benefits is B15A B EIRINRE AT RE IEB R RIBR SN o BT
remote. Possible obligations, whose existence will only be confirmed by the ERASRARENRERET BT FEES
occurrence or non-occurrence of one or more future events are also disclosed HEERL TERBEAXEEE  BHEHEE
as contingent liabilities unless the probability of outflow of economic benefits is IRINTEI AT B MR R RIR AN ©

remote.

p)Employee benefits nEEREF

(i) Salaries, annual bonuses, paid annual leave, leave passage and the cost ) ¥e- FEHEE  BHFR - REKEELR
to the Group of non-monetary benefits are accrued in the year in which BEIFEE BN S YA EEE LKA - 97
the associated services are rendered by employees of the Group. Where AL B B IREIBRRSNERE R R - T
payment or settlement is deferred and the effect would be material, these ENRSEE  MARTEEX @ Bl LEEE
amounts are stated at their present values. EEETER

(i) Contributions to Mandatory Provident Funds as required under the Hong (i) BEEBCREIERE R EIGOREEL R
Kong Mandatory Provident Fund Schemes Ordinance and contributions to BHEAESHA R AT EARLNE((H
the retirement schemes operated by the relevant authorities for employees Bl 1) &SR 2 & A RlE B 2 A BT
of the subsidiaries in the People’s Republic of China ("PRC’) and Malaysia are HPIEIR ZRIKE IR - IRELRE
recognised as an expense in the income statement as incurred, except to the WamHKIE  BEFARABERRARAXNEE
extent that they are included in the cost of inventories not yet recognised as PRAHIBEERR SN
an expense.

(iii) The Group’s net obligation in respect of lump sum long service amounts (i) REEFEBERGIDORELEE THERT
payable on cessation of employment in certain circumstances under the = IFIEF B T AR E IR A X AR IR
Hong Kong Employment Ordinance is the amount of future benefit that BEMAENRTFE - SRS ERRNUE
employees have earned in return for their service in the current and prior EARMR AR TR AR B R B © %75
periods. The obligation is calculated using the projected unit credit method SHEBRERNBEMRBHEN ELER
by a qualified actuary, discounted to its present value, and the fair value of 8 ZENBHRERE - WEHNKREMIER
any related plan assets is deducted. The discount rate s the yield at balance %ﬂﬁ%ﬂ’]@ﬁ BfE - st ER AR
sheet date on Exchange Fund Notes that have maturity dates approximating ERENEESERENEE RN RaERE g
the terms of the Group’s obligations. i BE|H R EAS B 2B AR THNE J

FERVEF HAEE - s
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- Significant accounting POliCies iconnues) TEEHBER®

(g Taxation (o) BLIR
(i) Taxation for the year comprises current tax and movements in deferred tax () AEEREEABRERECHIEEENS

BHREMN

3

o
(==

assets and liabilities. Current tax and movements in deferred tax assets and
liabilities are recognised in the income statement except to the extent that
they relate to items recognised directly in equity, in which case they are
recognised in equity.

Current tax s the expected tax payable on the taxable income for the year,
using tax rates enacted or substantively enacted at the balance sheet date,
and any adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary
differences respectively, being the differences between the carrying amounts
of assets and liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and unused tax credits

Apart from certain limited exceptions, all deferred tax liabilities, and all
deferred tax assets to the extent that it is probable that future taxable profits
will be available against which the asset can be utilised, are recognised
Future taxable profits that may support the recognition of deferred tax assets
arising from deductible temporary differences include those that will arise
from the reversal of existing taxable temporary differences, provided those
differences relate to the same taxation authority and the same taxable entity,
and are expected to reverse either in the same period as the expected
reversal of the deductible temporary difference or in periods into which a
tax loss arising from the deferred tax asset can be carried back or forward
The same criteria are adopted when determining whether existing taxable
temporary differences support the recognition of deferred tax assets arising
from unused tax losses and credits, that is, those differences are taken into
account if they relate to the same taxation authority and the same taxable
entity, and are expected to reverse in a period, or periods, in which the tax
loss or credit can be utilised.
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- Significant accounting POIICies (coninued)

(g Taxation |continued)

The limited exceptions to recognition of deferred tax assets and liabilities
are those temporary differences arising from goodwill not deductible for
tax purposes, negative goodwill treated as deferred income, the initial
recognition of assets or liabilities that affect neither accounting nor taxable
profit (provided they are not part of a business combination).

The amount of deferred tax recognised is measured based on the expected
manner of realisation or settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively enacted at the balance
sheet date. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each balance sheet
date and is reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow the related tax benefit to be utilised.
Any such reduction is reversed to the extent that it becomes probable that
sufficient taxable profit will be available.

(iv] Current tax balances and deferred tax balances, and movements therein,

are presented separately from each other and are not offset. Current tax
assets are offset against current tax liabilities, and deferred tax assets against
deferred tax liabilities if, and only if, the Company or the Group has the legally
enforceable right to set off current tax assets against current tax liabilities and
the following additional conditions are met.—

* inthe case of current tax assets and liabilities, the Company or the Group
intends either to settle on a net basis, or to realise the asset and settle the
liability simultaneously; or
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Significant accounting POIliCies oninueq | EREET

|g Taxation (continued) (q)ﬁlﬁ #)
= in the case of deferred tax assets and liabilties, if they relate to income EEGEEENAR  GLEENERY
taxes levied by the same taxation authority on either— ?Eéiiﬂ — BB HE AR LA T B — TR AU Y
FEHEH : —
o the same taxable entity; or o R—MEHERE: X
o different taxable entities, which, in each future period in which o TREHER meLERTEER
significant amounts of deferred tax liabilities or assets are expected REEBEHEAEELEHIAERS
to be settled or recovered, intend to realise the current tax assets B RS ARIEIE S E & 2 AT LAY B
and settle the current tax liabilities on a net basis or realise and settle HEA - RFREEEER RIS
simultaneously. ETEEASRRBEE  FAKEE
FEEMREZES -
() Revenue recognition i WATERR
Provided it is probable that the economic benefits will flow to the Group and the WAL ER AT e ARSE - DARAESI AT 52
revenue and costs, if applicable, can be measured reliably, revenue is recognised st EWAFIR AR (EA ) B - R T I 2
in the income statement as follows:— W R NHER - —
(i) Sale of goods () HERm
Revenue Is recognised when the customer has accepted the goods and the WATEE RIS R E A AR R B
related risks and rewards of ownership. Revenue excludes value added tax or Bl REHER o MATBEEER S E S
other sales taxes and is after deduction of any trade discounts and returns. - WHBREFEEFTNRRE -
(i) Commission and consuliancy service income (1) 1ERERRBENA
Commission and consultancy service income are recognised when the & RERRERAES BIRSREETER o
related services are rendered.
(i) Renial income from operating leases (i) AFETHEREEHA
Rental income receivable under operating leases is recognised in the income REBEMRKES AR ESRMRES:
statement in equal instalments over the accounting periods covered by BRI - AEEE R RER  BNEEMmE
the lease term, except where an alternative basis is more representative of SRR M R M B & P E e R A
the pattern of benefits to be derived from the leased asset. Lease incentives BRIh o RETREREINS RERHE O
granted are recognised in the income statement as an integral part of the ROHERRBEYEEFNREROARITS
aggregate net lease payments receivable. Contingent rental are recognised KERSELEEN SR AR RIA -

as income in the accounting period in which they are earned.



Significant accounting POlICies (coninued)

r) Revenue recognition (continued)

(Iv) Interest income
Interest income from bank deposits is accrued on a time-apportioned basis by
reference to the principal outstanding and at the rate applicable

s Borrowing costs

Borrowing costs are expensed as incurred except where they relate to the
financing of major capital projects where they are capitalised up to the date that
the assets are brought into a working condition for their intended use.

1 Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash
equivalents comprise cash at bank and in hand, demand deposits with banks
and other financial institutions, and short term highly liquid investments that
are readily convertible into known amounts of cash and which are subject to
an insignificant risk of changes in value, having been within three months of
maturity at acquisition, less advances from banks repayable within three months
from the date of the advance. Bank overdrafts that are repayable on demand
and form an integral part of the Group’s cash management are also included as
a component of cash and cash equivalents.

u/Related parties
A party is considered to be related to the Group ifi—

(i) the party has the ability, directly or indirectly through one or more
intermediaries, to control the Group or exercise significant influence over
the Group in making financial and operating decisions, or vice versa, or
where the Group and the party are subject to common control or common
significant influence;
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- Significant accounting POIICIes (coninued)

[uRelated parties (continued)
(i) the party is a member of the key management personnel of the Group;

(iii) the party is a close member of the family of any individual referred to
in (i) or (ii);
(iv) the party is an entity that is controlled, jointly controlled or significantly

influenced by or for which significant voting power in such entity resides
with, directly or indirectly, any individual referred to in (i) or {iii); or

(v) the party is a postemployment benefit plan for the benefit of employees of
the Group, or of any entity that is a related party of the Group.

v Segment reporting

A segment is a distinguishable component of the Group that is engaged either
in providing products or services (business segment), or in providing products
or services within a particular economic environment (geographical segment|,
which is subject to risks and rewards that are different from those of other

segments.

In accordance with the Group’s internal financial reporting, the Group has
chosen geographical segment information as the primary reporting format. No
business segments analysis of the Group is presented as all the Group’s turnover
and trading result are generated from the manufacture, sale and marketing of
Jewellery products and provision of related agency services.
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Significant accounting POlICies (coninued)

v)Segment reporting (continued)

Segment revenue, expenses, results, assets and liabilities include items directly
attributable to a segment as well as those that can be allocated on a reasonable
basis to that segment. For example, segment assets may include inventories,
trade receivables and property, plant and equipment. Segment revenue,
expenses, assets and liabilities are determined before intra-group balances and
intra-group transactions are eliminated as part of the consolidation process,
except to the extent that such intra-group balances and transactions are between
group enterprises within a single segment.

Segment capital expenditure is the total cost incurred during the year to acquire
segment assets that are expected to be used for more than one year.

Unallocated items mainly comprise financial and corporate assets, interest-
bearing loans, borrowings, corporate and financing expenses.
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> Turnover

The principal activities of the Group are the manufacture, sale and marketing of
Jewellery products and provision of related agency services.

Turnover represents the sales value of jewellery products sold to customers
and commission income. The amount of each significant category of revenue
recognised in turnover during the year is as follows.—

E S

ARENEERBREE  HELERRE B HNE
SRR IR AR o

EXERRESRTPRE EMNHEBERASK

A FREEEEBTRANSHEEZRALRME
BT : —

2007 2006
HKS 000 B 8F 7T HKS'000 % 7T
Sales of jewellery products KREEMIHE 1,509,851 1,323,678
Commission income AEBA - 454
1,509,851 1,324,132
; Other revenue HAMHKA
2007 2006
HKS 000 BT 7T HKS 000 8T 7T
Rental income HBWA 55 32
Interest income FEWA 350 279
Foreign exchange gain BEE s 3,000 908
Others Hit 2,044 1,525
5,449 2,744




+ Profit from ordinary activities before taxation  E#taIER X5 8H

Profit from ordinary activities before taxation is arrived at BREAEEEBRASHR(GTA) -
after charging/(crediting):—

2007 2006
HKS'000 5% 7% HKS'000 % 7%
(a)  Finance costs (a) HATSER
Interest on bank loans and overdrafts RITER KBS 4,764 2,049
Interest on other loans HEFEIFE 5,374 4,050
Finance charges on obligations under A EEEAER
finance leases HBER 194 60
10,332 6,159




73

B 7 &M 2

+ Profit from ordinary activities before taxation ErBiATE & 5B (connuess

2007

HKS'000 B#TL

2006

HKS'000 A% F7T

Staff costs b) BIRAE
Contributions to defined contribution REMTERAN

retirement plan ST 5,629 4,814
Expense recognised in respect of long ERRIRE BRI

service payments (note 23(aj(ii) and (ii)) i (BTRE 23 (a) (i) B (i) 2,125 (1,431)
Retirement costs RARFTEIAR 7,754 3,383
Equity-settled share option expenses VARR 9 %5 H B AR A 2 1,909 2,332
Salaries, wages and other benefits e TEREMET 222,134 190,876

231,797 196,591




+ Profit from ordinary activities before taxation BREUATE S RSB H omness

2007 2006
HKS'000 A#¥FT HKS'000 ##FiT
() Other items () EAIER

Auditors" remuneration 2 il
— current year provision —REERE 3,121 3,250
— prior year (overprovision)/underprovision —UEFE (BERE) BHETR (22) 1,077
Bad and doubtful debts R 14,274 -
Cost of inventories sold HEFERR 707,985 657,896
Depreciation e 28,851 24,225
Operating leases charges KEHEER
~ land and buildings situated in Hong Kong —BAZ THRIETF 66,992 66,512
~ land and buildings situated other than —BBAINZ Tt

in Hong Kong RigF 9,770 9,830
Loss on disposal of property, plant and equipment HENE « BERLEER 168 47
Provision/(reversal of provision) for inventories TFERE/ (BiEREE) 9,970 (2,701)
Rentals receivable from properties less ERMERSREES H

direct outgoings of HK$ 14,000 (2006 7S 14,0007T

HK$12,000) (20064 : %¥12,0007T) (41) (20)
Cost of inventories sold includes HKS41,956,000 (2006: HK$37,829,000) HEFERABFEEETRA  REGME &
relating to staff costs, auditors’ remuneration, depreciation expenses and ERREETHEBRARBIER 41,956,0007T (2006
operating lease charges, which amounts are also included in the respective F : 71 37,829,0007T) ° BAEEEIRE LA LA LB
total amounts disclosed separately above in note 4(b) and 4(c) for each of i 4(b) KB FE 4(c) FTFI S SBIERARI S o

these types of expenses.




5 & N A

s Taxation MIA

(z) Taxation in the consolidated income statement represents:—

FRERBRATHBER @ —
2007 2006
HKS 000 AT T HKS/000 %1 F 7T
Current tax — Hong Kong profits tax FHBIE-FEAEH
Tax for the year REFEHE 11,083 815
Underprovision in respect of prior years ANEFERETR 327 50,964
11,410 51,779
Current tax — overseas AREBiE -
Tax for the year REREHE 17,492 22,948
Underprovision/(overprovision| in respect of prior years — MEFEBERR /(BERE) 248 (1,107)
17,740 21,841
Deferred tax EEHIE
Origination and reversal of temporary differences B EEMNEENER (4,195 (3,069
24,955 70,551

The provision for Hong Kong profits tax is calculated at 17.5% (2006: 17.5%) of

the estimated assessable profits for the year. Taxation for overseas subsidiaries is

similarly charged at the appropriate current rate of taxation ruling in the relevant

countries

BAFEHBERRATE NG ETHAFIN
17.5%(2006%F : 17.5%) KR < BINHTB A
RANHBEAEBEREROBRTHRIREUL %
HE-K



s laxation

% I/E\ (continued &)

ibjThe reconciliation between profit before taxation and taxation in the consolidated income

statement is as follows:—

BREABNNGESRBERAMTOBRZEE : -

2007 2006
HKS 000 8 F 7T HKS 000 8T 7T
Profit before taxation BRELAT 2R 98,934 42,433
Notional tax on profit before tax, calculated EREEBERES
at the rates applicable to profits in the BEREERTRGE
countries concerned BRBiRI BRI R B HIE 13,650 4,810
Tax effect of profits entitled to tax exemption AIZERTERRETIE
DSR2 - 811)
Tax effect of non-deductible expenses AR BB IER 2 15,252 21,414
Tax effect of non-taxable revenue BRERGRANTIAL 2 (7,150 (10,733
Tax effect of prior year's tax losses utilised this year RARFEBREFE
BEntiEy 2 (4,967) (1,197)
Tax effect of temporary differences not recognised AEREREZRNORBTE 2,495 2,328
Tax effect of prior year's temporary difference RAFERBEFELR
recognised this year ERNBIRYE 3 (1,808
Tax effect of unused tax losses not recognised RERRAERNHIBER
MBER & 5019 6,691
Underprovision in respect of prior years NEFERETR 576 49,857
Tax effect of change of tax rate HENBNTHIET B 77 =
Taxation I 24,955 70,551




. Ié . - A
o Directors’ remuneration o EEME
Directors’ remuneration disclosed pursuant to section 161 of the Hong Kong REEA(RRRANE 161 FRBENEEMET : —
Companies Ordinance is as follows:—

2007 2006
HKS'000 A %TFTT HKS'000 % 7T

Fees we 957 1,260
Salaries and other emoluments e REMME 8,604 7,128
Performance related incentives ERRIVAARE < 52 7,649 3,784
Contributions to retirement benefits scheme RRBHFTBIHR 48 25
Share-based payments VAR B 1,069 1,139

18,327 13,336
Included in the directors’ remuneration were fees of HK$957,000 (2006: EEMeBREANINTHATESNR B
HKS 1,260,000] paid to the non-executive directors during the year 957,0007T (20065 : ¥ 1,260,0007T) ©

it

B % 8 & 0



s Directors’ remuneration

EE )

Fees

as

HKS'000 ¥ T HKS'000 BT HKS000 B¥TFIT HKS000BEFIT HKS000 BETF HKS000 BT

@ (continued &)
Contributions
to
Salaries Performance retirement Share -
and other related benefits based
emoluments  incentives scheme payments
HEeR HEREEE  EBHRER
E At 5 ZRE SRR URGES

Total

#st

2007
Executive directors: HITES !
Tse Tat Fung, Tommy Az - 3,084 5,500 12 478 9,074
Peter Gerardus Van RIS
Weerdenburg = 1,800 753 = 478 3,031
Erwin Steve Huang EEK = 1,440 760 = 24 2,224
Alex Chan PRIZRE - 840 210 12 48 1,110
Yau On Yee, Annie g - 780 261 12 24 1,077
Cheung Tse Kin, Michael ~ 5kFf& = 660 165 12 17 854
- 8,604 7,649 48 1,069 17,370
Non-executive directors: FRTES .
Chui Chi Yun, Robert * e * 360 - - - - 360
Gerald Clive Dobby * Gerald Clive Dobby* 360 = = = = 360
Lui Pui Kee, Francis * A 150 - - - = 150
Peter George Brown* BLRE* 87 - - - - 87
957 - - - - 957
957 8,604 7,649 48 1,069 18,327
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BHREMN

—_ 5
~

o Directors’ remuneration  EEME conmnueam
Contributions
to
Salaries Performance retirement Share -
and other related benefits based
Fees emoluments  incentives scheme payments Total

HFER RERBAEE  BRAKEA
ik Hitrr i ZRB EfER UROES @t
HKS'000 B FTT  HKS000 MFTE HKS000 BMTFIE HKS000 BT HKS000 BMFTT HKS000 % T

2006
Executive directors: HITESE !
Tse Tat Fung, Tommy. HER - 3,078 3,001 12 530 6,621
Peter Gerardus Van RS
Weerdenburg = 1,765 156 = 530 2,451
Erwin Steve Huang EEK - 1,260 500 - 26 1,786
Alex Chan PRIEER - 830 35 12 53 930
Leung Yit Kuen, A
Raymond = 195 92 = 288
- 7,128 3,784 25 1,139 12,076
Non-executive directors: FMITES
Hong Po Kui, Martin FEH 180 - - - - 180
Chui Chi Yun, Robert * EELC* 360 - - - - 360
Gerald Clive Dobby * Gerald Clive Dobby * 360 = = = = 360
Lui Pui Kee, Francis * mIEE 360 - - - - 360
1,260 - - - - 1,260
1,260 7,128 3,784 25 1,139 13,336
*  Independent non-executive directors © o BUERTES



7 Individuals with highest emoluments 7

Of the five individuals with the highest emoluments, three (2006: three) are

directors whose emoluments are disclosed in note 6. The aggregate of the

BX 1o B

TAL

ELEREMEALH =5 (2006F : =R) RE

= AHEMEFEERK

#F6 o HERM A (2006 %F ¢

emoluments in respect of the other two (2006: two) individuals are as follows:— ME) ATHIB BRI © —
2007 2006
HKS'000 88T 5% HKS 000 B8 F T

Salaries and other emoluments e REMMES 2,280 2,408
Performance related incentives H17R 3R MRS 2 42 3,326 2,456
Contributions to retirement benefits scheme RIKERIETEIHER 24 24
Share-based payments VAR B 36 86

5,666 4,974

The emoluments of the two (2006:
are within the following bands.—

HKS 1,000,001 to HKS 1,500,000
HK$3,500,001 to HKS4,000,000
HK$4,000,001 to HKS4,500,000

two) individuals with the highest emoluments

7% 1,000,001 LR 1,500,000 7T
75 3,500,001 L2 4,000,000 7T
75 4,000,001 LR 4,500,000 7T

FZME (20065 : MB) RSMEALHMEEAT

HEAN: —
2007

Number of

individuals

AH

2006

Number of

individuals

AH
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s Profit/(loss) for the year o FREF/(EE)

The profit/{loss) for the year includes a profit of HK$85,000 (2006: loss of FRBF,/(BE)BE—EBIIAARRSFHREL
HK$37,831,000) which has been dealt with in the financial statements of the 75 1 85,0007 & | (2006 5 : 4 % 37,831,000 7T &5
Company. ]) e
. \J'L S N = |
s Earnings/(loss) per share s BIREM,/ (EE)
(a)Basic earnings/(loss) per share o BRERERF(HE)
The calculation of basic earnings/(loss) per share is based on the profit BREKRET/(FE) REBAFENAAAR
attributable to equity holders of the Company in the amount of HK$55,562,000 RIE(SZ B 55 562,00075(2006 5 + AAFIR
(2006: loss attributable to equity holders of the Company of HK$47,977,000) RIEEEIEE 47,977,0007T) - A RERTETT
and 207,063,221 (2006: 207,063,221) ordinary shares in issue during the year LB 207,063,221 B (2006 FF : 207,063,221 i)
LRREE
(b/Diluted earnings/(loss) per share o BREBERF(FE)
Diluted earnings/(loss) per share is not shown for the year ended 28 February BHREZE 200752 A28 B L FEFBEE L BR
2007 as all the potential ordinary shares (i.e. the share options) are anti-dilutive. (BNEERRE) HARBEYE  MUEZY TS

BEMN /(B -

There were no dilutive potential ordinary shares in existence during the year RBZE 200652 A28 BIEEFE - AARIGEEE
ended 28 February 2006. BErentmk -



0 Segment reporting o Db E

Segment information is presented in respect of the Group’s geographical segments. HPEMZRAEENME D HIEL 2 o EIBIBE
Information relating to geographical segments based on the location of assets BEMEMEMRESBR IR ER - IRAH
is chosen because this is more relevant to the Group in making operating and BREAREELLE R BARREEER « ARA
financial decisions. No business segments analysis of the Group is presented as all SENEXERLEFEIREEE - HE KRR
the Group's turnover and trading result are generated from the manufacture, sale B 5 HAnRe ﬁ%mﬁﬁﬁﬁ% BT R BAS
and marketing of jewellery products and provision of related agency services. B2 %855
PRC (including Hong Kong] Others Inter-segment elimination Consolidated
TE (BfEER) Ah ABEEHEE GREE

2007 2006 2007 2006 2007 2006 2007 2006

HKS000 BBFL  HKS000 BMFL  HKSO00BBFL  HKSO00 B%F  HKSO00 YT  HKSO00BBTE  HKSO00 MR  HKS000 B%F

Revenue from extemal customers X? 9\ %ﬁE’JW\ 1,477,688 | 1,297,568 32,163 26,564 - = | 1509850 | 1,324,132
Inter-segment revenue Db 16,890 10,254 = = (16,890) (10,254) - -
Other revenue from REY \\ﬁ%FE’JHM{)\

external customers 4828 2,397 621 347 = = 5449 2,744
Total &% 1,499,406 1,310,219 32,784 26911 16,890) (10,254) 1,515,300 1,326,876
Segment results NBEE 100,145 48,144 2,109 448 102,254 48,592
Finance costs e (10332 [6,159)
Proft on disposal of land HETHRET

and buldings &7l 1,603 -
Gain on disposal of subsidiaries  HEMBA AN 1,384 =
Impaiment loss on goodwil B ma% (7,002) -
Negative goodwil on KN B 2

acquisiion of subsiciaries ~~ BEE 11,027 -
Taxation Hm (24955 (70,551
Profit/{loss) for the year REERT|/(EiE) 73979 (28,118
Deprediation for the year rEERE 28,649 24,193 202 32
Significant non-cash expenses ~ REFEREXIH (FEMRSH)

other than depreciation] 281 47 110 -
Segment assets /ﬁggﬁ?{ 984,537 921,814 25,041 16,699 [113,751] [108,565) 895827 829,948
Unallocated assets AAREE 25,067 21,853
Total assets HEfE 920,894 851,801
Segment libilties AHEE 354,462 420,662 115242 110,190 (113,751) | (108565 | 355,953 422287 s
Unallocated liabilies ARG 257,633 182,604
Total liabiltes BfE0E 613,586 604,891
Capital expenditure incurred —— AEBEREANEREE

during the year 41,521 36,014 626 93
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i Property, plant and equipment  #5% - BB K&
@z The Group #%E

Furniture,
Land and fixtures and Plant and Motor Investment
buildings equipment machinery vehicles Sub-total properties Total
TR G- %B
BEY R&E HERHAE RE Nt REME ag
HKSO00BETR  HKSOO0BSBTR  HKSO00BBTR  HKSO00 BT HC000B%TE  HSG0A%TE  HKS000BETR

Cost R
| March 2005 R 2005%3A 18 96,375 126,142 21,551 3,788 247,856 1,420 249,276
Bxchange adjustments R A - 517 28 6 551 - 551
Additions b = 33,785 1,887 435 36,107 - 36,107
Transfer from HERENEPEA

investment properties 1,420 = = = 1,420 (1,420) =
Disposals e = (4.926) (496) 1,318) (6,740) - (6,740)
28 February 2006 1200652288 97,795 155,518 22,970 2911 279,194 = 279,194
Bxchange adjustments B 5 A% - 1,804 56 32 1,892 - 1,892
Additions RE = 40,708 1,083 356 42,147 = 42,147
Disposals it (522) 8.215) (187) 1308) 9.232) - 9.232)
Redlassification EXiipay] - 8371 8371) - - - -
28 February 2007 120074 2R 28R 97,273 198,186 15,551 2,991 314,001 = 314,001
Accumulated depreciation REAE
I March 2005 R 200563A 18 19,768 104,274 16,518 3,032 143,592 = 143,592
Exchange adjustments B 5 A% - 353 I 3 367 - 367
Charge for the year AEEHE 1,910 20,121 1,827 367 24,225 = 24,225
On disposals R - 4,875) [49¢) (1.310) 6,681) - (6,681
28 February 2006 R 2006524288 21,678 119,873 17,860 2,092 161,503 - 161,503
Bxchange adjustments B AR - 1,308 28 12 1,348 - 1,348
Charge for the year TEEHE 1911 24,784 1,700 456 28,851 - 28,851
On disposals R (181 (7,762) (136) (285) 8,364) = (8,364)
Reclassification ENNR - 7,106 [7,106) - - - -
28 February 2007 1200752 A 288 23,408 145,309 12,346 2,275 183,338 = 183,338
Net book value REFE
28 February 2007 1200752 A 28R 73,865 52,877 3,205 716 130,663 = 130,663
28 February 2006 200652 A 28R 76,117 35,645 5110 819 117,691 - 117,691




i Property, plant and equipment  #5%
(bThe Company ZAAF

ﬁ}% &&1% (continued &)

Furniture,
fixtures and

equipment
B RE
S

HKS'000 FH&TT
Cost B
1 March 2005 R 2005534 1 B 207
Additions BE 240
Disposals & 3)
28 February 2006 R 200652 A 28 H 444
Additions 2E 125
28 February 2007 R 200762 A 28R 569
Accumulated depreciation HEAE
1 March 2005 R 2005534 1 B 207
Charge for the year REFHTE 5
On disposals 0 (3)
28 February 2006 R 200652 A28 H 209
Charge for the year REFITE 62
28 February 2007 M 2007562 A 28R 271
Net book value BREFE
28 February 2007 R 20072 A 28H 298
28 February 2006 R 200652 A 28 H 235




&

B B # %

n Property, plant and equipment

(c) The analysis of net book value of land and buildings is as follows:—

THRETEREFENDTNT : —

%% * ﬁ%&%&1ﬁ(comnued%§)

The Group
2007 2006
HKS'000 A% FTT HKS000 B #FTT
In Hong Kong EES
— Long leases —REAE 7,121 7,292
— Medium-term leases —RHAE 62,883 64,877
70,004 72,169
Other parts of the PRC TR B E 30
— Long leases —REHE 1,867 1,909
— Medium-term leases —HhHEHE 1,994 2,039
3,861 3,948
73,865 76,117

At the balance sheet date, the property ownership certificates in respect of
the property interests held in other parts of the PRC of HKST,867,000 (2006:
HKS1,909,000) as stated above have not been issued by the relevant PRC

government authority.

WEER - BREBRASPINAT L RER
TEFR B E Attt 5 A RIS 1,867,0007T(20064F
7K 1,909,0007T) MRS E LI ER G EE

A -




i Property, plant and equipment  #5 BB & a& & conneeas)
(d)The net book value of a motor vehicle and office equipment held under finance leases of the Group was HKS 386,000 (2006: HKS 499,000).
AEBNRERERBAE RN AERENREFEREE 386,0007T (2006 © ¥ 499,0007T)
2 Interests in subsidiaries B2 Al#E

The Company ZAAR]

2007 2006
HKS'000 AT 7T HKS 000 HF 7T
Unlisted shares/capital contributions, at cost FEMRGHE - B 708,072 708,072
Due from subsidiaries JREHBf B8 2 AIAR R 446,747 426,274
1,154,819 1,134,346
Less: Impairment loss B REBE (928,076) (928,076)
226,743 206,270
The following list contains only the particulars of subsidiaries which principally TRAFIHAEENEE BEIBEEEATE
affected the results, assets or liabilities of the Group. The class of shares held is RIE R RS - BRAATAEIN - FEarRH S

ordinary unless otherwise stated. BB
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12 INterests in subsidiaries

Name of company
DR EH

TSL Investment
(B.V.I.) Limited

Impromptus Asia
Pacific Limited

Tse Sui Luen
Jewellery
Company Limited
(TSL")

A REARAA
([HHERE )

Tse Sui Luen Jewellery
(Malaysia)
Limited

HIBIAE (FRAE)
BRAF

Place of
establishment/
incorporation
and
operation
B3/ A A ST
RREHE

BVI
RKBRAHS

Hong Kong
Bt

Hong Kong
&g

Hong Kong/
Malaysia

B8,/ BRAE

P 2 ) 2

E T (continued &)

Particulars
of issued
and paid
up capital
ERTRAE
RAFEE

HKS 1,000
7% 1,0007T

HKS 10,000
5% 10,0007T

HK$34,000
7E% 34,0007T

HK$3,000,000
% 3,000,0007C

Groups effective
ownership interest

FEENERAEESR Principal

2006 activities
TEEK

100% Investment
holding
REER

100% @ Goldsmith
and jewellery
trading
RERKEEZ

100% @ Jewellery
manufacturing,
trading and
retailing
RERE E5
REE

100% @ Jewellery
retailing
KETE



2 Interests in subsidiaries B Fl#ER

M (continued &)
Place of
establishment/ Particulars Groups effective
incorporation of issued ownership interest
and and paid rEENERMEEER Principal
Name of company operation up capital 2007 2006 activities
NRER BRI/ FER AR BRTRARE FTEXEK
R RAFE
TSL Properties Hong Kong HKS 1,000 100% @ 100% @ Property
Management B ¥ 1,0007T holding and
Limited investment
AnEYEERERAR HENERRE
Liberty Mark BVI UssS1 100% @ 100% @ Investment
Limited REBELHE = holding
KRR
TSL Manufacturing and Hong Kong HKS 2 A 100% @ 100% @ Procurement,
Distribution Limited (formerly, B B 27T manufacturing
Woody Gold Investment Limited) and distribution
HRBRE RS EERAR of jewellery
(RIEERIREEBRAR) BREE - BUER
BHRE
TSL Jewellery Hong Kong HKS 490 100% @ 100% @ Jewellery
(HK) Co. Limited B 75#E 4907 retailing
HINBAE (B8) BRAR REZE




BB #H % M 7

3

~
~

12 INterests in subsidiaries

Name of company
DR EH

TSL Jewellery (Export)
Company Limited
AHBAE (LA AR AR

Beijing Tse Sui
Luen Jewellery
Company
Limited #/*
("BTSL")
BlAE k) 37 S
BRAF (LRI

Excellent Ford
Development
Limited ("EF")

RHERARAR
(TEsizR])

Guangzhou Xi Yun
Jewellery
Company
Limited #/**
BMETHREER AR

Place of

establishment/

incorporation

and
operation

B/ FEM AL

R
Hong Kong

Bt

PRC
ki

Hong Kong
Bt

PRC
ki

P 2 ) 2

E T (continued &)

Particulars
of issued
and paid
up capital
ERTRAE
RAFEE

HKS 2,824,775
785 2,824,7757C

RMBI,750,000
and
UsS1,800,000
1,750,000 A R#& &
1,800,000% 7T

HKS 10,000
7#10,0007T

RMB2,000,000
2,000,000 AR#&

Groups effective
ownership interest

AEENER A EREDS

2007 2006

100% @ 100% @
80.46% @ 56.46% @
80.46% @ 56.46% @
80.46% @ 56.46% @

Principal
activities

TEEH

Jewellery export

KEHO

Jewellery
manufacturing
and trading
RERERES

Jewellery
trading
KEES

Jewellery
trading and
retailing
REEHNTE



12 INnterests in subsidiaries

Name of company
NRER

Guangzhou Xiang
Yun Jewellery Company
Limited ("GZ Xiang Yun')#/***
BMHEREARAF
(TRMNFEE )+

Infinite Assets
Corp. ("IACY)

Shanghai Fu Yun
Jewellery Company
Limited #/**

LFERERE
BRAF

Place of
establishment/
incorporation

and
operation
R/ MR L

PRC
ki

British \Virgin
Islands
(“BVI")

RBELES

PRC
ki

Particulars
of issued
and paid
up capital
ERTRAR
RAFEE
RMB3,000,000
3,000,000 AR#

HKS277,254
B 277,254 70

RMBI,000,000
1,000,000 A R#&

M‘T% /L\\ Ej TEJ%?E\L (continued &)

Groups effective
ownership interest

AEENRRAEEREDS

2007 2006
80.46% @ 56.46% @
80.46% @ 56.46% @
80.46% @ 56.46% @

Principal
activities

FTEEHR

Jewellery
retailing
RETE

Investment
holding
REER

Jewellery
retailing
KETE
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12 Interests in subsidiaries  HiE A BER (onnueas)

Place of
establishment/ Particulars Groups effective
incorporation of issued ownership interest
and and paid FEENERAEESR Principal
Name of company operation up capital 2007 2006 activities
DR EH 3L/ FER AR 3L ERTRAR FTEXK
R RAFHE
Tse Sui Luen BVI USS$6,863 80.46% @ 56.46% @ Investment
Investment RERTHS 6,863%TT holding
(China) Limited REZER
(“TSL China”)
AR E (PE) BRAR
(3B )

#  Unofficial translation
FFEAER

*  Registered under the laws of the PRC as sino-foreign joint venture
RETEZEEEMATIICERELE

** Registered under the laws of the PRC as limited liability company
REDEEEEMATREEAR

*** Registered under the laws of the PRC as foreign enterprise
BETEEEEMANELSE

@ Indirectly held through subsidiaries
BEMBARRERE

A Paid up capital increased to HKS 12,000,000 on 15 May 2007 subsequent to the balance sheet date.
HRBRAREE R 20074 5 A 15 REEMZEERK 12,000,0007T
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Other financial asset

HtEI B EE

The Group A%H

2007 2006
HKS 000 58 F 7T HKS 000 8 F 7T
Investment security, at cost BHIE - WK
— Membership and seat in the Chinese Gold —SREBHHEHEREL
and Silver Exchange Society 500 500
AL [ S
Club debenture  &#&{EH#EE
The Group  A&E|
2007 2006
HKS 000 8 F 7 HKS 000 8 F 7T
Membership in LR EIE, at cost ITRPEEEE  RKA 103 103

Club debenture is designated as an available-for-sale financial asset. The debenture

was issued by a private group and the directors are of the opinion that its fair value

cannot be measured reliably. Accordingly, such debenture is stated at cost less

impairment loss, if any. No impairment loss has been recognised as, in the opinion

of the directors, the carrying amount of the debenture is not less than its recoverable

amount.

SRERBDETATHEHENBEE - EREhL
ANEERT  MEFRAEAAEAREA S -
Elt - ZEEEERKANRAERE(WF)IIE - &
2R5  ANERERAENSNE R EEE
UL R ERSE -



it

B % 8 & 0

s Inventories &

The Group A%H

2007 2006
HKS'000 E#FT HK$'000 BETF T
Raw materials — at net realisable value R — IRAI 373 E 28,991 80,776
Work in progress — at net realisable value ERm— R 2RFE 35,637 54,422
Finished goods - at net realisable value Bk m— R SR FE 456,961 365,525
521,589 500,723

1, [rade and other receivables

(a)Included in trade and other receivables are trade receivables (net of allowance of bad and doubtful debts) with the following ageing analysis:—

JEWU R B EL A R WK

BER YRR E B AR YRR (B R RRERERE) iRE AT : —

The Group A%EE

2007 2006
HK$'000 B¥TF T HK$'000 B¥TF T

0 to 30 days 0E30K 74,692 41,983

31 to 60 days 31 RE6OKR 6,306 3,117

61 to 90 days 61 REIOKXR 1,135 2

Over 90 days H#iE 90K 2,042 20,386

Total trade receivables e AR R 4 s 84,175 65,488
Other receivables, deposits and prepayments HEYGR - &

(note (c) SEGEACEAE)) 59,519 44,192

143,694 109,680




16 Trade and other receivables (oninued 16 FEUER TR K E At B U 3K )

(a) (continued) (a) (48)
The directors consider that trade and other receivables approximate their fair EERR  BURRRAMERREEATE
value e -
Apart from retail customers, the Group allows an average credit period from 30 BREEERI  AEBGTHMEETHH 30
to 90 days to other customers FEORHIIRERE -
(bJDetails of trade and other receivables denominated in different currencies are as (b) AR ¥ 51 B 2 R BR A R E A FR U R R 1B 4R
follows:— =
The Group A&E
2007 2006
HKS'000 B%FTT HKS000 %TFTT
Hong Kong dollars B 45,618 52,235
Chinese Renminbi AR 87,089 52,576
United States dollars X 9,768 4,169
Others Ht 1,219 700
143,694 109,680




it

B % 8 & 0

1 Trade and other receivables — FEUSER T8 E B UK (connueas)

(c) Details of other receivables, deposits and prepayments are as follows:.—
Hb KK - e RAMFHRENT : —

The Group & &E The Company A2 T
2007 2006 2007 2006
HKS'000 % 7T HKSO00 8T HKSO00B%FE  HKS000 B%FT
Other receivables E Al YR 16,067 9,562 4,569 4,691
Deposits bigin 19,843 18,736 I I
Prepayments AR 23,609 15,894 3,316 1,350
59,519 44,192 7,886 6,042

;7 Cash at bank and in hand Rz &RE

Details of cash at bank and in hand denominated in different currencies are as follows:—
PRREESIE RITERRBR S FEWT | —

The Group &M

2007 2006
HKS 000 58 F 7T HKS 000 B8 F7T
Hong Kong dollars B 35,019 34,824
Chinese Renminbi ARE 57,540 62,937
Malaysian Ringgits FSRFEETT 1,580 2,125
United States dollars x7T 4,861 1,069
Others Hit 178 294
99,178 101,249




e Trade and other payables B ERFEEME

(a)Included in trade and other payables are trade payables with the following ageing analysis:—

BEREMNER R MR RANEMRRAOBRRITOT : —

The Group  A&E

2007 2006
HKS'000 AT HKS 000 BT

0 to 30 days 0&230K 39,054 34,603
31 to 60 days 31 RE 60K 26,435 31,713
61 to 90 days 61 REIOR 20,856 19,209
Over 90 days BB 0K 100,651 97,461
Total trade payables R BR AR 186,996 182,986
Other payables and accruals (note (c)) Hofth A SR B et B B (FftRE () 171,313 172,033

358,309 355,019

The directors consider that trade and other payables approximate their fair value

3

7
[Ty

A BRI EMEMTREE A EEE -




s Trade and other payables B ERIEEMEN K comneas

(b)Details of trade and other payables denominated in different currencies are as follows:—
AT RE#IIIE2 BRNRRREGRNRFEDT @ —

The Group A%H

2007 2006
HKS'000 E#FT HK$'000 BETF T
Hong Kong dollars B 162,226 141,699
Chinese Renminbi ARH 87,082 101,901
United States dollars Vi 105,721 107,774
Others Hit 3,280 3,645
358,309 355,019
(c) Details of other payables and accruals are as follows:—
Hith I R T B RBAANT
The Group ZA&H The Company Z&AH]
2007 2006 2007 2006
HK$'000 B¥F 7T HKS'000 #¥F 7T HKS'000 A¥F T HK$'000 B¥F T
Other payables H A fEAR 84,303 110,376 478 478
Customer deposits BRRS 5,925 6,747 = =
Provision for liabilities BERE 23,544 14,982 = =
Accruals st & 57,541 39,928 4,896 4,207
171,313 172,033 5,374 4,685

it

B % 8 & 0



19 Bank loans and overdrafts — secured HBITERKES —GHEM

At 28 February 2007, the secured bank loans were repayable as follows:—
120074 2 A 28 B - HEMRTERMERBMOT - —

The Group A%H

2007 2006
HKS 000 T 7 HKS 000 BT

Within 1 year or on demand | FF RS R 12,800 4,000
After 1 year but within 2 years | FEE2FR 14,400 12,800
After 2 years but within 5 years 2ERESER 23,800 40,200

38,200 53,000

51,000 57,000
Details of the securities for the bank loans and overdrafts are set out in note 31 (aj RTERRB X 2 ERF BN M BRKRM S (a)

to (c) to the financial statements EY (Y



B B # & M 7
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0 Other loans — secured  EtEmR—G#HHA

At 28 February 2007, the other loans were repayable as follows.—
200742 A 28 B+ EuEREETHAMT : —

The Group & &E The Company A2 T
2007 2006 2007 2006
HKS000 88T HKSO00 8T HKS000B%FT  HKS000 58T
Within 1 year or on demand | 5 kB S AR 38,135 14,500 16,335 -
After | year but within 2 years | F&E2FR 14,552 21,800 -
After 2 years but within 5 years 2EBESER 21,514 36,067 - -
36,066 57,867 — =
74,201 72,367 16,335 =
(a] During the year, a loan of US$2,100,000 (HKS16,335,000) was extended (a) €A 2,100,000 7T (%# 16,335,0007T) 2 EH
from Rosy Blue (Hong Kong Limited to the Company to finance a subsidiary’s H3 Rosy Blue (Hong Kong) Limited & FARRR] + KA
acquisition of 24% additional interest in the subsidiary, TSL China. The loan is AR BN A B3 S h B 2 24% BESh
secured by an equitable mortgage over the entire issued share capital of the BRRMES - ZERA—MKEH REREY
subsidiary acquiring the 24% additional interest in TSL China (see also note 31 (d) 24%FEIMER Z B AR 2 HE B TR E T
below] and interest bearing at London Interbank Offering Rate plus 3% per SERB (2T XMEE3(0) © Y EFIRHEER
annum. ARZEFSMIEFTE ©
Subsequent to the balance sheet date, on 19 April 2007, the loan from Rosy EHEER% R2007%F48198 ' Rosy Blue
Blue (Hong Kong] Limited was fully repaid by the Company with a new bank (Hong Kong| Limited Z B R AR A A LARTER1T B
loan of HKS 16,000,000. The bank loan is repayable by 36 equal instalments. A 16,000,000 TERBER - SRITEREMN 36

HoHEE -

(b) Other loans also include secured loans from Partner Logistics Limited which (b) EAEFRINEIE Partner Logistics Limited 2 5 #1
carry interest at Hong Kong Interbank Offering Rate plus 2% per annum. Details EX - DEFREBRIRAEREM2ETE
of the securities for other loans from Partner Logistics Limited are set out in note B Partner Logistics Limited & T 2 E A B 7K 2 H#
31(a) to () to the finandial statements. FHEHRBISIRRMEE 31 (@) & (o)



2 Other loan — unsecured  EfbE R — &K

At 28 February 2007, the other loan was repayable as follows:
1200742 A 28 B » EEREBRRMT -

Within 1 year or on demand | 5 Sk S AR

The Group and the Company AEBRAA R

2007 2006

HKS$'000 % 7T HKS'000 BT

1,640 =

After 1 year but within 2 years | F&B2FR
After 2 years but within 5 years 2FBESER

1,782 =
311 =

2,093 =

3,733 =

Other loan represents an unsecured loan from a third party which carries interest
at a flat rate of 8.3% per annum and is repayable by 36 equal instalments of
HKS 157,374 each (inclusive of interest).

Hin EFEREE= A2 ERAER - HEFRE—
FIRGIE:E » WBD T BE 157 3747T (£
RIS )EE -
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» Obligations under finance leases

The Group leases a motor vehicle and office equipment under finance leases
expiring in one year and five years, respectively (note 11(d)). The Group also leases
computer equipment of HKS3,316,000 (2006: HKST,349,000) under finance leases
expiring in three years. The computer equipment was included in prepayments. At
the end of the lease term, the Group has the option to purchase the assets at a price
deemed to be a bargain purchase option. None of the leases included contingent
rentals

At 28 February 2007, the Group and the Company had obligations under finance
leases repayable as follows:—

=/ The Group #&E

R &M EAGE
AEEEBA RN —FRAFAE Bz mERERR
RERPAELME (M 11(d) - REBETBB=F
NEH 2z B A E A AEE 3,316,0007T (2006
F . ¥ 349,0007T) 2 BRSEAE - BEGRETIEIA
B - REEHRER  AEEERNERERE
ABBREE - SHEREHTREIEHES

R2007F2A288  AEBEAARMBERERE
HERHET -

2007/ 2006
Present Interest Present Interest
value of the expense Total value of the expense Total
minimum relating minimum minimum relating minimum
lease to future lease lease to future lease
payments periods payments payments periods payments

BRIEHE A& REHEE
NRELRE BRI B NRBRH

HKS'000 ##F 7T HKS'000 B%FT  HKS000 B¥FT

BIEHE A&HE BRIEHE
NRBERE MR B H RERE

HKS'000 B%FT  HKS000 B%F  HKS000 B¥FiT

Within 1 year 1R 1,151 119 1,270 660 60 720
After | year but 1 1418

within 2 years 2FR 865 44 909 479 24 503
After 2 years but 21418

within 5 years — 5%RA 126 - 135 6 141

991 44 1,035 614 30 644

2,142 163 2,305 1,274 90 1,364




»» Obligations under finance leases BEMEEEYE commean

(bThe Company ZRAF

2007 2006
Present Interest Present Interest
value of the expense Total value of the expense Total
minimum relating minimum minimum relating minimum
lease to future lease lease to future lease
payments periods payments payments periods payments
REEE A#&HE BRIEHE REHE H#&HE REHEE
ARELRE MR B H REFSEECE NRBEHE MRS H EISEESE
HKS'000 8T HKS000 BT HKSO00 BT  HKS000 BT HKS000 BHFT  HKS000 BETT
Within T year 1 A 980 117 1,097 446 47 493
After | year but 1 1418
within 2 years 2ER 841 44 885 331 21 352
After 2 years but 241418
within 5 years SER 62 = 62 135 6 141
903 44 947 466 27 493
1,883 161 2,044 912 74 986




B B # % N At

)
b=

» Employee benefit obligations

(2)Long service payments

Under the Hong Kong Employment Ordinance, the Group is obliged to make
lump sum payments on cessation of employment in certain circumstances to
certain employees who have completed at least five years of service with the
Group. The amount payable is dependent on the employees’ final salary and
years of service, and is reduced by entitlements accrued under the Group's
retirement plan that are attributable to contributions made by the Group. The
Group does not set aside any assets to fund any remaining obligations. The
long service payments are paid out from the Group’s cash in hand when such
payments are required.

The latest actuarial valuation specifically designated for the Group’s employees
were completed by a qualified actuary, Watson Wyatt Hong King Limited, as at
28 February 2007 using the projected unit credit method.

(i The amount recognised in the consolidated balance sheet is as follows:—

Present value of defined benefit obligations

RERMEBHNRE

» EERBAES
o REBES

REEE(EREED)  WRAKEESTHERT
BUEREAEERKESAFMNRLET &
ANEEFANFAMELE TN RARS
& - BNNEHRBEESEFRE THRKF LM
R FHEE - R OIS RERIKE SR
2REETHAKAEROELD - AREYLEE
BEMEENXTESNEBEE - EFE(EH
158 RERBEIRAREZRE X -

AAKBEEMINEOHREEGEECHEER
BEMECERERMABRABN 2007628 28H
R B ERATT ©
(| EHREEEEBEREROEENT @ —
The Group A& E
2007 2006

HKS$'000 ¥ F 7T HKS'000 ¥ F7T

10,836 8,759




» Employee benefit obligations & B @FIZES oninveas
@aLong service payments REBRIES (coninued )

(i) Movements in the net liability recognised in the consolidated balance sheet are as follows: —
EREAERARERNBEFRELHNT : —

The Group A%H

2007 2006
HKS 000 58 F 7T HKS 000 8 F 7T
At beginning of the year FHIRE 8,759 10,190
Expense recognised in the consolidated FEiFa KR ERNX
income statement (note 4(b)) (BzE 4(b)) 2,125 (1,431)
Benefit payments BRI (48) -
At end of the year FRERTE 10,836 8,759
(iii) Expense recognised in the consolidated income statement is as follows:— (iil) FEARE WS RIERAISTHLAT ¢ -
The Group A%H
2007 2006
HKS'000 B#T7T HKS'000 A% T7T
Current service cost REZPRIGHA 15 13
Interest cost FMEER 370 427
Net actuarial losses/(gains) recognised BRRBEEER () 58 1,740 (1,871)

2,125 (1,431)
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» Employee benefit obligations (connue

(2)Long service payments (continued)

(iv] The expense/(reversal of expense) is recognised in the following line items in

the consolidated income statement: —

» EERNEE®

o REIBRBE (50
iv) REXH, (BEXE) ETHEE K
WERIBA MR —

The Group A%H

2007 2006
HKS 000 8 F 7T HKS 000 8 F 7T
Cost of sales SHEKA 534 (289)
Selling expenses HEER 431 (854)
Administrative expenses THRER 1,160 (288)
2,125 (1,431)

(v) The principal actuarial assumptions used as at 28 February 2007 (expressed

as weighted average) are as follows: —

Discount rate
Future salary increases

Year 2006

Year 2007 and thereafter
Return of MPF balances

g%
RIRE S T
2006 4F
2007 FRE%
RTESAEERER

(v) 20072 A28 BEAMNEZRBERS
(AIEFHHERTR) 0F : —

The Group AR&EE

2007 2006
4.25% 4.25%
- %

4% 3%

4% %




3 Employee benefit obligations (connues)

ip/Defined contribution retirement plan

The Group participates in the Mandatory Provident Fund Scheme (the "MPF
Scheme”) under the Hong Kong Mandatory Provident Fund Schemes Ordinance
for employees employed under the jurisdiction of the Hong Kong Employment
Ordinance. The MPF Scheme is a defined contribution retirement scheme
administered by independent trustees. Under the MPF Scheme, the employer
and its employees are each required to make contributions to the scheme at 5%
of the employees’ relevant income, subject to a cap of monthly relevant income
of HK$20,000. Contributions to the scheme vest immediately.

The Group participates in defined contribution retirement benefits schemes
for all qualifying employees in the PRC and Malaysia with contributions to the
schemes at 7% and 12% of the gross salaries respectively. The assets of the
schemes are held separately from those of the Group in funds under the control
of independent trustees.

2

SRRV )

o) REHFR G E

AEERBEBCGEFIELE L EGO)H R
T 2HERBREB(E R KRR E 8 858
HABESE([aRetEl]) - BESHER—
ERERFTBKTE - BBUHTTIAERE - 18
EBuESHE BENESHERRESHBA
S 5% A EHELHE B ANERAR LR
A 20,0007T © 5T EIEH B ERENR A A RR
EREEEH -

ALE2EPERSRATAESERNERN
—EREHEKERARF S - MZEF BN HHEHR
ARERERERAENE THS AR 7% K
12% ° stEIMEAEBYNARENEERE © LA

BUXFEAEE -
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»+ Current tax (recoverable)/payable  (RJ¥ED) /R AR

(a)Current tax (recoverable)/payable in the balance sheet represents:—

EESERAT (TRE) BEAEHES: -

The Group A&

2007 2006
HKS 000 AT T HKS /000 15 F 7T
Provision for Hong Kong profits tax for the year PEEFERFSHER 11,083 815
Provisional profits tax paid B EHMEH (916) (1,353)
10,167 (538)
Overseas taxation EIMIIR 9,721 9,553
Profits tax provision relating to prior years LA F RSB 74,865 81,841
94,753 90,856
Representing— & -
Current tax recoverable AL B A AR IR (71) (1,020
Current tax payable e AERIA 94,824 91,876
94,753 90,856




2+ Current tax (recoverable)/payable conmmed 2
(o)Deferred tax assets and liabilities recognised

(FTUk[E]) /A<t AR BARG T8 ()
b ERERIEERBEENER

The Group EH
The components of deferred tax (assets)/liabilities recognised in the consolidated ERAEERBRERNELHE (LK) /AR
balance sheet and movements during the year are as follows:— RERWESMT - —
Depreciation
in excess Employee Provision
of depreciation benefit for Tax
allowances obligations inventories losses Total
BARE
SBBHIE  EERNRK FEER BRkE b
HKS000 BT HKS000 BBTFL  HKS000 BHFL  HKS000 BT HKS000 BT
Deferred tax arising from—  IELHIBRE :
I March 2005 R2005F3A 1R (2,966) (1,783) (10,052) (2,868) (17,669
Credited/(charged) Eralak
10 consolidated FHA/ ()
income statement (1,278) 250 43 (2,084 (3,069)
Exchange difference EH =R (1) - (39) - (50)
28 February 2006 R2006F2 A28 B R
and | March 2006 2006%3H 1R (4,255) (1,533) (10,048) (4,952) (20,788)
Credited/(charged) kEEalaER
1o consolidated HYNACTFI)
income statement (3,149) (363 (1,075] 392 (4,195)
Exchange difference R ER 66) - 8 = (58)
28 February 2007 ®2007%2 A 28H (7,470) (1,896) (T11,115) (4,560 (25,041)




B 75 4R & B At

2 Current tax (recoverable)/payable — (AIHED) /BN A BRRIA conuneos)
ib/Deferred tax assets and liabilities recognised ERERBERBEEEMERE (coninued)

2007 2006
HKS 000 BT HKS 000 8F 7
Net deferred tax asset recognised on the EiRaBERBRERN
consolidated balance sheet EERIBEEESE (25,096) (20,834)
Net deferred tax liability recognised on the EiRaBERBRERN
consolidated balance sheet BRI E B 55 46
(25,041) (20,788)
The Company AAF
The components of deferred tax assets recognised in the Company's balance EARDREEEBERERNELCHIAEERFR
sheet and movements during the year are as follows.— EEEMT : —
Tax losses
BEEE

HKS'000 A% 7T

Deferred tax arising from:— ERERIARE :

] March 2006 M 200663 A 18 -
Charged to Company's income statement AR AR (1,394)
28 February 2007 2007562 A 288 (1,394)




2 CUrrent tax (recoverable)/payable ronne

[ Deferred tax assets and liabilities not recognised

The components of unrecognised deferred tax (assets)/liabilities at the balance sheet

date are as follows.—
The Group #&H

2 (ATYR[E]),/ FES AR AR @)

o RERWELH BEENSE
REER 2 RRROEEHE(EE) A EHS
mF -

2007 2006
HKS'000 BB FIL HKS'000 B FTT
Depreciation allowances in HREETENTE 2R
excess of related depreciation 1,685 4,156
Tax losses HIAEE (104,328) (107,617)
Net deferred tax assets not recognised AREERIELEHIREEFE (102,643) (103,461)

The net deferred tax assets have not been recognised in the financial staterments as they

have arisen in subsidiaries that have been loss-making or dormant for some time

25 Share capital A

AR

RN A ERERERIRAEFEREE T HREERER
FEEEBHBAR - R AR ELRREBERE
AT IARER

2007 2006
No. of No. of
shares Amount shares Amount
RAEE 8 RAEE kx|
000 F HKS'000 A#FIT 000 F1% HKS'000 BB TFTT
Authorised: JETE
Ordinary shares of BREEEE
HKS0.25 each 0.25 L& B 1,500,000 375,000 1,500,000 375,000
Issued and fully paid: BETRER :
Ordinary shares LER
At beginning and end of the year FONRERBE 207,063 51,766 207,063 51,766
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» Reserves

The Company ZAAF

Share-based
Contributed ~ compensation
surplus reserve

BEaRG  ROBEES
HKS000 B#TT  HKS000 BETIE

Retained
profits
REEF
HKS'000 ##FiT

Total
wmE
HK$'000 BT

I March 2005 R200563A 18 14,770 - 59,281 190,685
Issue of share FTREARE

options - 2,332 - 2,332
Loss for the year AEEEE - - (37,831 (37,831)
28 February 2006 TR 20065 2 A 28 H

and 1 March 2006 K 200634 1R 14,770 2,332 21,450 155,186
Share option expenses RERER - 2,005 - 2,005
Adjustment arising from lapse  BRRE X IRATE £ R

of share options - (183) 183 -
Profit for the year REF R - - 85 85
28 February 2007 1200742 A 288 14,770 4,154 21,718 157,276




26 RGSGWGS (continued) 26 Eﬁ1ﬁ(%§)

The Company (continued| AT ()

(a)The contributed surplus of the Company arose from the difference between Q) RRBRZERRBRTEFEEERBARNER

the consolidated net assets of the Group’s subsidiaries acquired pursuant to a
group reorganisation at the date on which the reorganisation became effective,
and the nominal amount of the Company's ordinary shares issued under
the reorganisation; less the set-off the accumulated losses of the Company
amounting to HK$865,747,000 as at 29 February 2004 pursuant to a capital
reorganisation.

Under the Companies Act 1981 of Bermuda (as amended), the contributed
surplus account 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:—

(i) itis, or would after the payment be, unable to pay its liabilities as they become
due; or

(i) 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.

(b)The aggregate amount of reserves available for distribution to shareholders of the

Company at 28 February 2007 was HKS 157,276,000 (2006: HKS 155,186,000).

B HREESEARRER 2 G EEFER
ASBEFTZAARLBRABEZESE  RRE
—IHEAREH - ARAIR 2004 2 A 29 A REHE
#865,747,000 TR R 5t BRHE IHEE

RBBEE 1981 FREVE(RER]) » RRARZE
BBEBRADKTRR - BETIIBERT A2
AR ESRSRERFREERIBNIREZ
B FZNIRESAR  —

) ERMBRSEK - ARATEEHSG TR 2
AfE %

ij AREEENAZREERMEREAE B
BATRA LB R E R 2 B -

(b)7A20074F 2 A 288 + Al DR F AR RIRR 2

RE®157,276,0007T(20065F : A& 155,186,000
JT) °




73

B 7 &M 2

27 Notes to the consolidated cash flow statement  #H&eHRE&mERHH

ia)Disposal of subsidiaries HEHMBA T
Net liabilities disposed of:

PRt E R ERE:

Net liabilities disposed of FriEaEEE
Accrued liabilities and other payables 2t EREMENK
Tax payable FERFE

Exchange reserve BE 5 (1

Gain on disposal of subsidiaries HEMBA Ak
Total consideration BRE

2007
HKS'000 B¥F T
(421)
(961

(1,384)
1,384

An analysis of the net inflow of cash and cash equivalents in respect of the
disposal of subsidiaries is as follows:—

Cash consideration ReRE
Net inflow of cash and cash equivalents HEWNBRRIZEREE R
in respect of the disposal of subsidiaries ReFBMRNFERE

HEWBATZRERRLEEMEAFES N
mF -

2007

HKS'000 ¥ F7T

(ojNon-cash transactions
Additions to property, plant and equipment during the year amounting to
HKS 113,000 were financed by new finance leases.

D FERERS
RER - W% BEREEZRESE 113,0007T
HIREAREREES



s Commitments A&

(a) Capital commitments outstanding at 28 February 2007 not provided for in the financial statements were as follows.—

R20074 2 A 28 B+ RENTIAERBIRRARBEEOBAFSENT : —

The Group A58

2007

HKS'000 %% T

Contracted for BET4 ‘

HKS'000 #¥ T 7T

874 ‘

The Company #AA2AH

2006 2007 2006

HKS'000 ¥ 7T HKS'000 ¥ 7T

3,017 ‘ = | = ‘

(bJAt 28 February 2007, the total future minimum lease payments under non-
cancellable operating leases are payable as follows:—

The Group A%E

(b)7A 20072 A28 B + BT MRALEHEER
BREMNNSEREMNFTEEEWT : —

The Company #AAH

2007 2006 2007 2006
HKSO00 #FT  HKSO00BMTFE  HKSO00BMFL  HKS000 BT
Within 1 year 1ER 65,568 57,444 7,800 3,174
After 1 year but within | F&ESFR
5 years 53,704 56,829 11,239 =
119,272 114,273 19,039 3,174

The Group leases a number of properties under operating leases. The leases
typically run for an initial period of one to three years, with an option to renew
the lease when all terms are renegotiated. Lease payments are usually adjusted
to reflect market rentals upon renegotiation of the terms of the lease

AEENK=HERRELYE - GLEE—KRTS
AE—FE=F TAREREEIRHARES B
B FTE RSO A ERAEE - BENFEERaNEZ
BOFEKEAR  DRRTZHEE -
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» Share options

As disclosed under the heading of Share Option Scheme, 8,825,000 options were
granted in 2005 to the directors, employees and service providers of the Company
and its subsidiaries pursuant to the 2003 Share Option Scheme. 20% options
granted are exercisable from 22 August 2005. The next 40% options granted are
exercisable from 18 months from the date of grant and the remaining 40% options
granted are exercisable from 24 months from the date of grant.

The fair value of options granted, was determined by using the Binomial valuation
model. The significant inputs into the model were share price of HKS1.71 at the
grant date, exercise price of HKS1.76, expected volatility of the Company’s share
price: 60% per annum, expected life of options of 4 years, expected nil dividend,
annual risk-free interest rate of 3.38% per annum, rate of leaving service of 15% per
annum and assume option holders will exercise their options when the share price is
at least 180% of the exercise price. The fair value of options granted are as follows:—

Exercise period
fT6EH
22 August 2005 — 25 July 2009

22 January 2007 - 25 July 2009
25 July 2007 - 25 July 2009

200598 A 22B-2009%7 A 258
2007 1 R22B-2009%7 A 258
2007 7R 25B-2009%7 A 258

Given the above assumptions and the inherent limitations of the Binomial valuation
model, shareholders and other investors are hereby warned of the subjectivity and
uncertainty of the aforementioned values of the options.

» BEARAE

FINGE AL AR B — A FTINER © AR RIIRIE 2003 F
FR#ESTE - 15 2005 F 4% H 8,825,000 (HHEARE T2
DNEIREMBARIZES « EE RBHEER - £
20%E R HBBARAER] B 200548 A 22 AT - R
IN40% B IR BRI AT AR B BB ST 1 8B A 1447
i - BT 40% B 5 ROBE AR A AT AR 1 B ER AR 5T 24
&8 A1EATHE

BERENBERENAAER =B ] BEEEER
FHE o MRS FTRKIEM FE EEUR BRI B IR
B 71T TEEEE 7670 - AREIREZE
HREEE 0% BRENBRFH4F - BHTR
B EREBREFIE338% - FEBERBLLE 15% @ Wik
RIBIRERE ABRREETEERD 180%K1THE
ERE - ERENBERENARERT : —

No. of vested
options granted

Fair value per option ~ ERHEIHEH
BRBRENAAE BRESE
HKS0.56 7% 0.567T 1,765,000
HKS0.69 7% 0.697T 3,530,000
HKS0.73 7% 0.73 70 3,530,000

R B RR K[ B R BEA 2 BB
ARAEURESRRREMEEE - DRBEEE
B X8 - AR AR -



» Share options BB e

30

The number and weighted average exercise prices of share options are as follows:.—

BREZHE RIMETHTEENT : —

2007 2006
Weighted Weighted
average average
exercise Number exercise Number
price of options price of options
nREF B AEF IR
TEE A TEE #A
Outstanding at the beginning of the year  EXIRITE HKS1.76 7% 1 7678 8,775,000 - -
Granted during the year FRFE - - HKS1.76 %% 1.767T 8,825,000
Lapsed during the year FRRR HKS1.76 % 1.767T (662,500) HKS1.76 ¥ 1.767T (50,000
Outstanding at the end of the year FRRITE HKS1.76 %1767t 8,112,500 HKS1.76 ¥ 1.767T 8,775,000
Exercisable at the end of the year FRA{T{E HKS1.76 % 17670 4,867,500 HKS1.76 %% 1.767T 1,755,000

The options outstanding at 28 February 2007 had a weighted average remaining
contractual life of 2.4 years (2006: 3.4 years). The details of exercise price are set out
in the Report of the Directors.

Contingent liabilities

(a)At 28 February 2007, the Company has issued guarantees to banks and financial
creditors in respect of general banking and other credit facilities extended to
certain subsidiaries of the Company amounting to HKS$ 129,298,000 (2006:
HK$150,096,000).

(bJAs set out in the announcements of the Company dated | February, 2006 and
20 April, 2006, the Company has been informed that two directors, a consultant
and an employee have been charged by the Independent Commission Against
Corruption ("ICAC") relating to the alleged offences under the Prevention of
Bribery Ordinance, the Crime Ordinance and the Theft Ordinance ("ICAC
Charges”).

20074 2 A 28 B i R1T1E 2 BERRE 2 niE 39 %k
BHFEHE2 4F(2006%F : 3.44F) o (TEEZ FIEH,
REZGHRERN -

wHBAE
(a) R200742 A 288 + AARIBRITRABERAL
FHRAMBAR—RBITREMERBREREE
mISRAT R IS B HE A I & 22786 129,298,000 7T
(2006 %F : % 150,096,000 7T) BIHER °

(b) a4 A 7] B B34 20066 2 A 1 B & 2006 F 4 A
0BZAMHE - ANEBENELES  —RE
Bk —EEEHRRAS ([RE]) RiE  SRE
BT RRRR 501 - FIE AT R B EHIF
LIERT([FRERIE]) °
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3 Contingent liabilities (oninueq

Under the Company’s Bye-Laws, the Company may be required to indemnify
its directors from and against all actions, costs, charges, losses, damages and
expenses which they or any of them may incur in execution of their duty,
provided that such indemnity shall not be extended to any matter in respect of,
among other things, fraud and dishonesty.

The directors have consulted with the Company’s legal advisers as to what legal
implication the ICAC Charges may have, if any, for the Group as a whole. In
view of the discussions with the legal advisers, the directors are of the view that
they are not in a position to conclude that whether and/or to what extent the
Company may be required to indemnify the directors involved in relation to the
ICAC Charges. As a result, the directors will, in conjunction with the Company’s
legal advisors, consider any such claims as and when they are received and the
Company will make such a provision or adjustment in the accounts as deemed
necessary at that ime.

(c)At the balance sheet date, the disputes of certain subsidiaries with Inland
Revenue Department (“IRD”) regarding the tax treatment of certain offshore
income and agent commission payments and promoter fees arising in prior
years is undetermined. The Group has established a provision of approximately
HK$91,000,000 in respect of such disputes. In the event that the Group is
not successful in defending the tax treatments adopted, the Group may be
subject to significant additional tax liabilities and possibly penalties which, under
the provisions of the current tax legislation, may be up to three times any tax
under-reported as assessed by the IRD. Furthermore, the ICAC's allegations as
mentioned in (b) above and the ongoing investigation may or may not have
impact on the IRD's challenges on the tax treatments adopted by the Group
relating to agent commission payments and promoter fees arising in prior years.
The directors consider that it is impractical to estimate the potential amount
of additional tax liabilities arising if the IRD's challenge in respect of the agent
commission payments and promoter fees is successful.

30?2%?%@5%@
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31 Pledge of assets

(a)At 28 February 2007, the Group had granted debentures in favour of its bankers

and financial creditors charging, by way of fixed and floating charges, all of the
undertakings, properties and assets of the Company and of its 18 subsidiaries
as security for, inter alia, all obligations and liabilities, actual or contingent, from
time to time owing by the Group to the bankers and financial creditors. Rental
revenue of the Group is also charged in favour of the Group’s bankers.

(b)At 28 February 2007, the Group had pledged the capital contribution to a
subsidiary of the Group amounting to US$232,500 and all the benefits accruing
to the pledged equity interest of 11.625% of the subsidiary to the Group's bankers
and financial creditors as security for, inter alia, all obligations and liabilities, actual
or contingent, from time to time owing by the Group to the bankers and financial
creditors.

(c)At 28 February 2007, the Group had pledged all rights, title and interest in
80.46% of the entire share capital of IAC and TSL China and all benefits accruing
to the pledged equity interest to the Group’s bankers and financial creditors as
security for, inter alia, all obligations and liabilities, actual or contingent, from time
to time owing by the Group to the bankers and financial creditors.

(d)At 28 February 2007, the Group had pledged the entire issued share capital of

a subsidiary as an equitable mortgage to secure the loan of USS 2,100,000 for
acquiring the additional 24% interest in TSL China.

» BESA

(a) 20072 A28 « AEBT L BEEE @ MK

NRIRE sHMBAR AR NEREE
FEBEE LT BERN TR R B ERAER
B - DMER (A 81 AEETE & RERR
TRBBERA 2 BERHHE BRRER 2 ER
m ° ARENBSRATE ER T AEERNER
/1T °

(D)7 20072 A28H  AEEIEER —HHB A

AIRI232500 X THEBERERZMBARM
11.625% BRI AR S T RET A — R R T
AEBEERRITRIBEREA - MER(HHB
) RE BT R A RRIT RIBEEANTAE
BoisiE B EMEEHERR

(c) 2007 2 A 288 + AEBIEERACHHIHEET
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» Connected and related party » BENERALRS

fransactions

(a)On 17 July, 2006, the Company, through its two wholly-owned subsidiaries, (a) 200657 A 178 » ARRIEBBMER 2 EMNEB
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exercised its pre-emption rights to acquire from The China Retail Fund
LDC ("CRF") a maximum of 24% shareholding interest in TSL China which
constituted a major and connected transaction under the Listing Rules. The
acquisition of the 24% shareholding interest in TSL China for a consideration of
US$2,100,000 (HKS16,335,000) was completed on 22 September 2006 and
after the completion, the Company indirectly holds approximately 80.46% of the
shareholding interest in TSL China.

Details of the transaction have been disclosed in the Company’s announcements
dated 17 July 2006 and 27 July 2006, the circular dated 7 August 2006 and the
Company’'s announcement dated 22 September 2006 in accordance with the
Listing Rules.

(b)On 1 November, 2006, the Company, through a wholly-owned subsidiary,

entered into a sale and purchase agreement with CRF and conditionally agreed
to acquire from CRF 24% shareholding interest in Infinite Assets Corp (“IAC") for
a consideration of US$900,000 (HKS7,002,000) which constituted a connected
transaction under the Listing Rules. After the completion which took place on
20 November 2006, the Company indirectly holds approximately 80.46% of the
shareholding interest in IAC.

Details of the transaction have been disclosed in the announcement dated |
November 2006 in accordance with the Listing Rules.

(c) Partner Logistics Limited, a company controlled by Mr. Tse Tat Fung, Tommy

("Tommy Tse’), a substantial shareholder and a director of the Company,
acquired all the rights, title and interests in the indebtedness due to certain of the
bank lenders by the Group amounting to HKS 195,731,000 and HKS 14,000,000
on 11 February 2004 and 2 April 2004 respectively. Mr. Tommy Tse is also the
spouse of Ms. Yau On Yee, Annie (“Annie Yau"), a director of the Company. The
transaction, therefore, constituted a connected transaction under the Listing
Rules.

NEIEEEBER  ATEFEREES (W
BlRERRES ) WHEHRE R BR % 24% R -
BRELTRABR -—EEZRBERS - URE
2,100,000 37T (5% 16,335,000 7T ) B Uk B it
R B 24% B AE B 1 20065 9 A 22 A FEAK R A TSR,
1% AR EIEER B i B p B 40 80.46% ARAE ©

B EmARR - RGFEERARARHER 2006
F7R178%20065%7A278 2 A4 « BEIA2006
F8RA7BZBERARRHEA2006F9A 228
ZAHARE -

(b)R2006E 11 A1 B » AAREBB—R2EMNE

AR EPEFEFRESITIV—HEERE - I
B 1§14 R E LA (B 900,0003 7T (75 % 7,002,000
7BT) AP B EERESWE Infinite Assets Corp
(MAC)) Z 24% B - 185 AR AIER —HRE
X5 o 20065 11 A 20858 % » ARRIEER
B IACHI 80.46% &1

RIEEMRA - XSFHFEREHA 20065 11 A
| B2 AHMIRE °

(c) Partner Logistics Limited (—EIE AR R E BRRF*

SEHNEBREEIEHINAFIR2004FE 2811 B R
20044 B2 BA R AL S EEER L LERR
1THIEHE 195,731,000 78 K A& #E 14,000,000 TTEHS
MFTAER - FTARNER - HEREETAR
NEEZMRELZ L 2B - ALZXHBRIE E
TR AER —TEHER S



» Connected and related party

UaﬂSaCUOﬂS (continued)

At 28 February 2007, the outstanding loans due to Partner Logistics Limited
amounted to HK$57,866,000 (2006: HKS72,367,000) are secured and interest
bearing at Hong Kong Interbank Offering Rate plus 2% per annum. During the
year ended 28 February 2007, interest expenses paid to Partner Logjistics Limited
amounted to HK$4,276,000 (2006: HKS3,880,000).

(dJTSU has entered into a Consultancy Agreement on 11 April 2005 with Mr. Tse Sui
Luen ("Mr. Tse") for the provision of consultancy service. Mr. Tse is the father of
Tommy Tse, the substantial shareholder and a director of the Company and the
father-inaw of Annie Yau, a director of the Company. During the year ended 28
February 2007, consultancy fee of HK$2,400,000 (2006: HKS2,080,000) paid to
Mr. Tse and HKS36,000 (2006: HKS40,000) has been amortised as an expense in
the consolidated income statement in respect of Share-based payments granted
to Mr. Tse.

(e)During the year ended 28 February 2007, TSU, a subsidiary of the Company,
purchased raw materials and finished goods from Rosy Blue Hong Kong Limited
("Rosy Blue HK") amounting to HKS 158,105,000 (2006: HKS144,782,000)
and sold raw materials to Rosy Blue HK amounting to HKS 116,000 (2006:
HK$2,020,000). At 28 February 2007, the amount due to Rosy Blue HK was
HK$92,693,000 (2006: HK$78,987,000).

» BENBBMALTRZ @

M 200742 A28 8 + @R Partner Logistics Limited#)
BB 57,866,0007T (20064 = % 72,367,000
L) AEBR R EFRESETRERSM2ERT
B BE2007F2A288 I FE B R Partner
Logistics Limited 2 578 %54, 276,0007T.(2006%F : 7
#3,880,0007T) ZFIB L

() FERBAERE I 20054 4 A 11 B BTk b A ([ 3

S ]) SRR RIS T LR I3k o MEER
ARREERRFESHEBRTEZRXBRAR
RAESHREATZER - BE 200762288
IEFE -+ m#SE A7 2,400,0007T (20065 :
78 2,080,000 ) 2 BEfE B FA & [R)1 55 A DARR 19
{B78% 36,000 70(2006 4 : % 40,0007T) ER
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() R A B — [P B A Rl E#IR B A E RNELE 2007 F 2

A28H IE & + #Rosy Blue Hong Kong Limited
(TRosy Blue HK1) & A % 8% # 158,105,000 7T
(20064 : ##& 144,782,000 7T ) B R i1 44 R 2IBK
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92,693,0007T (2006 4F © 7% 78,987,0007¢) °
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» Connected and related party

U’aﬂSaCUOﬂS (continued)

During the year ended 28 February 2007, TSU sold raw materials to Rosy
Blue Japan Limited ("Rosy Blue Japan”) amounting to HKS 12,000 (2006:
HKS184,000), sold raw materials to Rosy Blue Inc. amounting to HKS Nil (2006:
HK$100,000) and sold raw materials to Rosy Blue Fine Inc. amounting to
HKS$560,000 (2006: 375,000). As at 28 February 2007, the amount due from
Rosy Blue Fine Inc. was HKS Nil (2006: HKS 134,000).

During the year ended 28 February 2007, EF sold raw materials to BTSL through
Rosy Blue (Shanghai) Diamond Company Limited (“Rosy Blue SH”), an authorised
diamond trading company in the PRC, amounting to HK$82,204,000 (2006:
HK$48,433,000). As at 28 February 2007, the amount due from Rosy Blue SH
was HKS Nil (2006: HKS665,000).

As set out in note 20(a), the Company borrowed USS$2,100,000
[HKS16,335,000) from Rosy Blue HK during the year for acquiring the additional
24% interest in TSL China. The loan is secured by the shares in the subsidiary
acquiring the 24% interest in TSL China and bears interest at London Interbank
Offering Rate plus 3% per annum. As at 28 February 2007, the outstanding
balance was HKS 16,335,000 and the interest expenses paid to Rosy Blue HK
amounted to HK$792,000 for the year ended 28 February 2007. The loan was
repaid on 4 May 2007 subsequent to the balance sheet date by a refinancing
from a bank loan.

» BENBEMALTR S @

HZE2007%5 2R 288 IEFE - HIHBELEE M Rosy
Blue Japan Limited ([ Rosy Blue Japan]) & A&
#12,0007T (20065 : % 18400070 ) KIRM# 5
Al Rosy Blue Inc. & A& 078 % 2 7t (2006 F © %
#100,0007T) 89 ER## i R [@ Rosy Blue Fine Inc
& B EE % 560,0007T (2006 F © #%375,000
TO) R RMAL » 78200742 A 288 + FEURRosy Blue
Fine Inc. MR IBABEZIL(2006%F : B 134,000
JT) °
BHERNEZE 2007 F2A 280 LFEEB—M
TERAEAESARERR(LE)EBEREERA
AI(TEHRLE ) Mt RAmBE L ERME - A
2 % %82 204,0007T (20065 : 7 % 48 433,000
JO) ° 1R 2007 2 A 288 » FEIERIR LIMTIR
RBEEZIT (20064 « B 665,0007T) °
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» Connected and related party

Ua ﬂSaCUOﬂS (continued)

Rosy Blue HK, Rosy Blue Japan, Rosy Blue Fine Inc., and Rosy Blue SH are
subsidiaries of Rosy Blue Investments S.a.R.L., a preference shareholder of Partner
Logistics Limited. In the opinion of the directors of the Company, the transactions
were carried out on normal commercial terms and in the ordinary course of
business

(f) During the year ended 28 February 2007, four subsidiaries of the Company,

Beijing Tse Sui Luen Jewellery Co Ltd ("BTSL’), Excellent Ford Development Ltd
("EF"), Guangzhou Xiang Yun Jewellery Company Limited (“GZ Xiang Yun®)
and Tse Sui Luen Jewellery Trading & Distribution Co., Ltd. (“TSL Trading®) sold
and consigned finished goods to Beijing Hua Long Rui Lin Economic And
Trading Company Limited ("Hua Long") amounting to HK$408,000 (2006:
HK$9,480,000) and Beijing Rui Feng Da Lin Jewellery Co., Ltd. ("Rui Feng’)
amounting to HKS Nil (2006: HKS684,000) and Mr. Qi Jian Hong ("Mr. Qi)
amounting to HKS Nil (2006: HKS$2,888,000). The transactions were carried out
by way of cost-plus pricing arrangements in the normal course of business of the
subsidiaries.

During the year ended 28 February 2006, TSL Trading received commission,
at rates depending on the nature of the products, amounting to HK$372,000
from Hua Long and HK$82,000 from Rui Feng for their respective confirmed
purchases from BTSL. No commission has been charged to Hua Long and Rui
Feng during the year.

» BENBBMALTRZ @
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» Connected and related party

U’aﬂSaCUOﬂS (continued)

During the year ended 28 February 2007, Tse Sui Luen Jewellery Consultancy
Service Limited (“TSLICS”) paid Hua Long consultation fees amounting to
HKS47,000 (2006: HKS605,000) to Hua Long for advice on public relations
matters to TSUCS.

At 28 February 2007, the amount due to Hua Long was HKS Nil (2006: due
to Hua Long of HK$2,461,000) and the amount due from Mr. Qi was HKS Nil
(2006: HK$2,888,000).

Hua Long and Rui Feng are companies controlled by Mr. Qi who is a substantial
shareholder and a director of two subsidiaries of the Company, IAC and
TSLChina, and he is also a director of a subsidiary of TSL China, BTSL. The
licensing, sales, consignment, commission and consultancy service arrangements
therefore constituted connected transactions under the Listing Rules.

(g]The Group paid key management personnel compensation as follows:—

» BENBEMALTR S @
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MRS AR AR ([HHBERRE ) RERRZA
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2007 2006
HKS 000 BT HKS 000 HF 7T
Short-term employee benefits K HE B AR 17,210 12,980
Post-employment benefits TERR&EET 48 37
Equity compensation benefits MR ER# ERT 1,069 1,165
18,327 14,182




3 Financial risk management and

estimation of fair values

[a)Financial risk management
The Group is exposed to a variety of risks including foreign currency risk, credit
risk, liquidity risk and cash flow interest rate risk arising in the normal course of the
Group’s business activities.

The Group does not have any written risk management policies and guidelines.
The directors monitor the financial risk management of the Group and take such
measures as considered necessary from time to time to minimise such financial
risks.

(i) Foreign currency risk
Foreign currency risk is the risk that the value of a financial instrument will
fluctuate due to changes in foreign exchange rates.

The Group Is exposed to foreign currency risk primarily through sales and
purchases that are denominated in a currency other than the functional
currency of the operations to which they relate. The currencies giving
rise to this risk are primarily United States dollars, Malaysian Ringgits and
Chinese Renminbi. The Group does not hold or issue any derivative financial
instruments for trading purposes or to hedge against fluctuations in foreign
exchange rates. The Group mitigates this risk by conducting the sales and
purchases transactions in the same currency, whenever possible.
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5 Financial risk management and » BBERERE R AR ERET @

GSUmaUOﬂ Of fa'r Va’UGS (continued)

@a/Financial risk management (continued) o S ERERE ()
(i) Credit risk (i) 1EEEE

BB #H % M 7

3

(o
==

Credit risk arises from the possibility that customers may not be able to settle
obligations within the normal terms of transactions. The Group performs
ongoing credit evaluation of the debtors’ financial condition and maintains
an account for impairment losses for doubtful trade and other accounts
receivable based upon the expected collectibles of all trade and other
accounts receivable.

At the balance sheet date, there were no major concentrations of credit risk.

The maximum exposure to credit risk is therefore represented by the carrying
amount of each financial asset as stated in the balance sheet

Cash is held with financial institutions of good standing.

(i) Liquidity risk

Liquidity risk is the risk that an enterprise will encounter difficulty in raising
funds to meet commitments associated with financial instruments. Liquidity
risk may result from an inability to sell a financial asset quickly at close to its fair
value.

Prudent liquidity risk management implies maintaining sufficient cash. The
Group monitors and maintains a level of bank balances deemed adequate to
finance the Group’s operations.
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» Financial risk management and » BBEREER DA BT @
GSUmaUOﬂ Of fa'r \/alUGS (continued)

@a/Financial risk management (continued) o B ERERE ®)
(iv) Cash flow and fair value interest rate risk ) B#TER LA EFIEER
Cash flow interest rate risk is the risk that future cash flows of a financial RengfXxmRERmSHXEHERe
instrument will fluctuate because of changes in market interest rates. Fair MIAZARRERBRID AR ° DA ER
value interest rate risk is the risk that the value of a financial instrument wil KRB IEETSHEEHEREHIALE
fluctuate due to changes in market interest rates. ERE < kg -
As the Group has no significant interest-bearing assets, the Group’s income MR AEEV EE R EEE - At - A&E
and operating cash flows are substantially independent of changes in market ZWMAREER SRR D BT IS T
interest rates. 2E o
(b|Estimation of fair values ) ASEZ A
The notional amounts of financial assets and liabilities with a maturity of less than R—ERNI Bz MBEERE E (BERKERR K
one year (including trade and other receivables, cash at bank, trade and other HAEUGR - RITES - BAIRSREMERNR)
payables| are assumed to approximate their fair values. The fair value of finance ZEESEREAREAABERE  -@BERER
lease liabilities is estimated as the present value of future cash flows, discounted BZAREMGARRE SR EZRE - WikA
at current market interest rates for similar financial instruments. BERITAZRTMISHIREER
The fair value of non-trade balances due from/to group and related companies RAREHReRERRBEESEETE  RILERE
has not been determined as the timing of the expected cash flows of these R ENAEERBEARZIEE FEEHZ
balances cannot be reasonably determined because of the relationship. DRfE-
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% Recent accounting and financial W RIMBEHH G LM BHRE

reporting pronouncements A2
The HKICPA has issued the following amendments, new standards and BRGNS EEMA THITT s AR EE E 2007
interpretations which may be/are relevant to the preparation of the Group's F£2 A28 Big 2 B MEREEB 2 BT - 3R R
financial statements for the accounting period after 28 February 2007 — BmE -
Effective for
accounting periods
beginning on or after
AT B 2 #5RZ
B HEER
HKFRS 7 Financial Instruments: Disclosures | January 2007
BBIRELRE 75 PRIE : KEFR 20071 A1 A
HKFRS 8 Operating Segments I January 2009
BEMTREEAE 85K REDH 2009 1 A 1H
HKAS T (Amendment) Presentation of Financial Statements: | January 2007
BB GAERIE 158 (1BFT) Capital Disclosures 20071 A 1A
BRR 28],  EARKE
HK(IFRIC)-Int 8 Scope of HKFRS 2 I May 2006
&5 (BRI BRERERES) -2BESH BBIRELRE 25FMEE 2006F5A 18
HK(IFRIC)-Int 9 Reassessment of Embedded 1 June 2006
a8 (AR BRERERZEE) —ABE IR Derivatives 2006F6A 18
BERATETR
HK(IFRIC)-Int 10 Interim Financial Reporting 1 November 2006
E2h(BERMBHREREBZEY) REE 105 and Impairment 200611 A1H
AT R SR SR (B
HK(IFRIC)Hnt 11 HKFRS 2-Group and Treasury 1 March 2007
a8 (AR BRERERES) —RBE 115 Share Transactions 200793 A 18
BEBIHHRERRE 2K - KEAREFRNR S
HK(IFRIC)-Int 12 Service Concession Arrangements | January 2008
&t (BRMBRERERES) - 2EE 125 IR E = b 20084 1 A 1H



1 Recent accounting and financial
repomﬂg DFODOUﬂCemGDtS (continued)

HKFRS 7 applies for annual periods beginning on or after | January 2007. The
standard requires disclosures that enable users of the financial statements to
evaluate the significance of the Group’s financial instruments and the nature and
extent of risks arising from those financial instruments and also incorporates many of
the disclosure requirements of HKAS 32.

The HKAS 1 [Amendment) applies for annual periods beginning on or after 1
January 2007. The revised standard will affect the disclosures on qualitative
information about the Group’s objective, policies and processes for managing
capital; quantitative data about what the Group regards as capital; and compliance
with any capital requirements and the consequences of any non-compliance.

HKFRS 8 applies for annual periods beginning on or after | January 2009. The
standard supersedes HKAS 14 “Segment Reporting” under which segments were
identified and reported on risk and return analysis. HKFRS 8 sets out requirements for
disclosure of information about the Group’s operating segments, the products and
services provided by its segments, the geographical areas in which it operates, and
its major customers.

The Group is in the process of making an assessment of the impact of these new
and revised HKFRSs upon initial application. So far, it has concluded that while the
adoption of HKAS T (Amendment), HKFRS 7 and HKFRS 8 may result in new and
amended disclosures, the other new and revised HKFRSs are unlikely to have a
significant impact on the Group's results of operations and financial position.

s Ultimate controlling party

At 28 February 2007, the directors consider the ultimate holding company to be
Blink Technology Limited, which is incorporated in the British Virgin Islands, and the
ultimate controlling party to be Mr. Tse Tat Fung, Tommy.
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Five Years

Financial
summary

Results 3%&

Year ended 28/29 February #ZE 2 H28/29 BIEFE

2007 2006 2005 2004 2003

HKS'000 ¥ 7T HKS'000 #¥F7T HKS'000 A% 7T HKS'000 ¥ F 7T HKS'000 A% F7T

Turnover B 1,509,851 1,324,132 1,275,996 955,625 954,135
Profit/{loss) from ordinary BRBRTE R EHEH

activities before taxation (EB18) 98,934 42,433 78,418 32,830 (47,691)
Taxation HE (24,955) (70,551} (35,223) (17,012) (3.711)
Profit/(loss) for the year AEZHHF,/(EE) 73,979 (28,118 43,195 15,818 (51,402)
Attributable to; EihED
Equiity holders of the AREIRE

Company 55,562 (47,977) 35,813 4,194 (48,955)
Minority interests DHRR RS 18,417 19,859 7,382 11,624 (2,447)
Profit/(loss) for the year REDEF/ (BE) 73,979 (28,118) 43,195 15,818 (51,402




Assets and liabilities

EEREHE

As at 28/29 February

w2 A 28/298

2007 2006 2005 2004 2003
HKS000 BT HKSO00 BHFL  HKS000 BMTFL  HKS000 B%FL  HKS000 BHFT

Investment properties and REMERDE

property, plant and B B %

equipment 130,663 117,691 105,684 76,571 82,188
Deferred tax assets ERERIRAE 25,096 20,834 17,684 3,143 =
Investments in securities and EHIE RIERE

non-current assets BE 603 603 600 597 597
Current assets MBI EE 764,532 712,673 674,266 550,655 449,509
Current liabilities REEE (525,345) (484,605) (445,712) (553,453) 467,521)

395,549 367,196 352,527 77,513 64,773

Obligation under finance lease  BAE M A (991) (614) (876) = =
Bank and other loans RITREMET (76,359) (110,867) (74,433) = =
Amounts due to minority JEAH DB B IR

shareholders = = = (1,497) (3,199)
Employee benefit obligations EERAE (10,836) (8,759) (10,190) (9,570) (11,192)
Deferred tax liabilities EERIREE (55) (46) (15) (189) =
NET ASSETS BERE 307,308 246,910 267,008 66,257 50,382
Capital and reserves EXRfHE
Share capital (%N 51,766 51,766 51,766 97,972 97,972
Reserves S 223,863 155,186 197,594 (44,316) (48,851)
Total equity attributable to equity AV AR (S

holders of the e AR

Company 275,629 206,952 249,360 53,656 49,121
Minority interests DR R 31,679 39,958 17,648 12,601 1,261
TOTAL EQUITY A 307,308 246,910 267,008 66,257 50,382




summary of
Properties

Percentage
Gross floor interest Category of
Location area in property tenure Usage
i EEER MEERLE  FHNLR JichzS
(sq.feet)
(FIR)

1 Private Car Parking Space Nos. 43-50, and 73 on Basement
and Lorry Car Parking Space Nos. 1-4, 6, 11 and 14, st Floor,
Summit Building, 30 Man Yue Street, Hung Hom, Kowloon, Hong Kong N/A 100% M C
BRNBARMRME 0REETHAERE 4350 R 73 AREAR
118146 11 RI4SFEE RS
2 Units Al-A7, B, Front and Rear Portion, Storeroom No. 3 and 5, Ground
Floor; Units Al-A2, B and C, 1st Floor; Unit E-H, 2nd Floor; Units AK and Flat
Roof, 3rd Floor, Summit Building,
30 Man Yue Street, Hung Hom, Kowloon, Hong Kong 91,455 100% M
BBNBAMRME 0 REETHAREM TAIA7 - BERL -
AIfEERD - SIRSHEME ¢ 1 BAIAZEN - BRCEfL
2BEHEN  SBAKER KT A
3 Units A& B, Ist Floor, Shui Ki Industrial Building,
No. 18, Wong Chuk Hang Road, Aberdeen, Hong Kong 10,716 100% L
BEBRBHRERNNE 8RRHETEAE | BAZBEN
4 Office Units 901, 902 and 918, 9/F, Office (South) Tower,
Beijing New World Centre, Chongwenmen Wai Main Street West,
Chongwenmen District, Bejjing, PRC 2,858 100% M O
PEIE RIS XBRXPIINAER - ALt R O AR
FIBE9HE 901 » 902 & 918 PHAEEAL
5 UnitAl onLevel I and 2, Block 2, Heng Chang Garden, Beijing, PRC 1,654 100% L R
B RTE S TEE 2 5 1218 Al EfiL

6 Flat 01, 23rd Floor, Block F, Beijing Rome Garden,

P
EEES

S

Cao Hui Road, Chaoyang District, Beijing, PRC 1,735 100% L R
HEIERMHAGREEEESERFE 238 =

L Long term lease L REIRA

M: Medium term lease M: IR

C Carpark C JHEAL

I Industrial unit I; TEMREM

o Commercial office O: ExARTE

R: Residential R: =

N/A: Not applicable N/A EA

oy
This is printed on environmental friendly paper ‘) Concept: Tse Sui Luen Jewellery (International) Limited
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