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CORPORATE INFORMATION AT &%}
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CORPORATE INFORMATION AT &%}

Place of Incorporation

Hong Kong

Registered Office

21 Dai Fu Street, Tai Po Industrial Estate,
Tai Po, New Territories, Hong Kong

Share Registrar and Transfer
Office

Hongkong Managers and Secretaries Limited
Unit 3401-2, 34th Floor, AIA Tower,
183 Electric Road, North Point, Hong Kong

Internet Websites

Lam Soon Hong Kong Group

http://www.lamsoon.com

Haomama.com Club
Hong Kong
http://www.haomama.com
Mainland China

http://www.haomama.com.cn

Detergent Business
http://www.love2clean.com

Edible Oil Business

http://www.lamsoonoil.com

Flour Business
http://www.hkflourmills.com

Lam Soon e-Bidding
http://ebidding.lamsoon.com

Hong Leong Group
http://www.hongleong.com
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FINANCIAL HIGHLIGHTS AT IEE

Turnover (continuing operations) (HK$ million)
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FINANCIAL HIGHLIGHTS A ig=

Consolidated Results

s 3

Year ended 30 June
BEAA=+HILEE

(HK$ million) 2011 2010 2009 2008 2007
(BEEHET) =Ll TR —ERRF —BENF —ETLF
Continuing operations IHEEEER
Turnover —E 3 2,510 2,193 2,072 2,094 1,569
GP% ERZE 18% 20% 20% 16% 19%
Profit before taxation R A8 F 113 143 97 112 93
Taxation (charges)/credit BB (ZH) /WA (22) (21) (18) (11) 9
Profit for the year from AEEFELE

continuing operations EREEMNGER 91 122 79 101 102
Discontinued operation BRI 4EE %R
Profit for the year froma ZANEECKIEEE

discontinued operation EBREENSF - — — 6 8
Net gain on disposal of a HEBLKILEE

discontinued operation EKFR - — - 9 -
Profit for the year REEER 91 122 79 116 110
Non-controlling interests ~ FE#EpR#E - — — 2 —
Profit attributable to AAT

shareholders of the R FEE

Company i 91 122 79 118 110
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FINANCIAL HIGHLIGHTS A ig=

Consolidated Assets and Liabilities

GEEEREBE
At 30 June
WA=+AH
(HK$ million) 2011 2010 2009 2008 2007
(BEEET) Lo T —ZEHE —_BENFE —BELHF
Total assets HEE 2,082 1,812 1,682 1,738 1,712
Total liabilities HER (597) (413) (375) (466) (514)
Non-controlling
interests FEFERRELS (11) (11) (11) (17) (86)
Equity attributable to &2 F]
shareholders of the RERFEG
Company HEE 1,474 1,388 1,296 1,255 1,112

Key Financial Indicators

6 FEMRBER

Year ended 30 June

BERA=+HLEE

2011 2010 2009 2008 2007
= SN 225 —EThE —TTN\EF _TTLE

Earnings per share (HK$) SRER| () 0.38 0.50 0.32 0.49 0.45
Dividend per share (HK$) ERIRE(ET) 0.16 0.16 0.15 0.15 0.14
Equity-debt ratio EXREELE 96:4 100:0 100:0 100:0 100:0

O
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CHAIRMAN'’S STATEMENT EE S FHREE

| am pleased to present this Annual Report for the financial year
ended 30 June 2011. This year we celebrate our Group’s 50th
Anniversary. We are grateful for greetings and congratulations
received from clients, business associates and the business
community at large. Mr. Gregory So, JP Secretary for Commerce
and Economic Development, Mr. Cliff Sun, Chairman of Hong
Kong Federation of Industries and Mr. Quek Leng Chan,
Executive Chairman of Hong Leong Group, our major shareholder
officiated at our celebration banquet on May 11, this year. It was
also our honour to receive the apothegm “FIEBER4LE"” from The
Honourable Donald Tsang, Chief Executive of Hong Kong Special
Administrative Region of the People’s Republic of China.

Achieving the Finest Purpose — “From Passion to
Recognition” is the theme of our celebration for our 50th
anniversary year. We have, over the fifty years, built a core
business of well-recognised leading brands and best products in
edible oils, wheat-flour and detergents. We offer more than 140
different types of finest flour ground from select wheat, finest
edible oils refined from natural raw materials, and finest cleaning
detergents meant for a healthy living environment. Our top
premium flour brands were selected as the official flour supplier
for the Beijing 2008 Olympic Games. Our edible oil was awarded
a National Technology Patent Certificate and appointed as the
Healthy Oil of World Heart Day 2010. Our Detergent was chosen
for the Expo 2010 Shanghai China.

RARAREZBE-Z——FANA=THILE
BEEZFH SFEFREAKEEZETAFRE
B BARLVEBHZIEF BXBAEREBRZ
NEXR BBEREERRRBARHKHRLTE
AFP#HE BBIERBSETFERMAULERK
SEEERREEEEHNTEIFERSTRLEE
FERMRSEEA+-RETHERBRE - X
EEFERERPEARANEE BERTHR
BITHRESRELEEABER — [FER
e

B OBHM RE - (%0 ERETHER
REME+AERENEE - RMHEBEE T
FEVUBBANRBENRAS WHRE
P2ARRENZOER RAEBHBBASED
BERNBBR140ZEBHEY - ARAME
ERMENBERERAHRARRETRESR
WEREZAR BANREZEEN REEER
£2008 L HREEMIEEMMHHER - REEW
ERAHFERRBEREMNBEFRES )N RIETE
AMROEB 2010 ER MR ] - RFANE
ZRAMAA 2010 E LBt EERERA -
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CHAIRMAN'’S STATEMENT EES X EHREE

O

Passion to Grow — Our businesses had gone through many
challenges over the half century. Our Group was established
in Hong Kong in 1961 and we first ventured into the Mainland
market in 1989. We became a member of the Hong Leong
Group in 1997, a significant milestone in our corporate
restructuring and expansion into China. Efforts made in the last
ten years resulted in Lam Soon’s rapid growth at the beginning
of the 21st Century. We have transformed from a small Hong
Kong food trader 50 years ago into an industry leader with a
national footprint. Besides fortifying our core markets in Hong
Kong and Southern China, we have enhanced our wheat-flour
manufacturing capacity in Eastern China, commissioned a new
production plant in 2010 in Northern China, and concluded our
investment for another plant in Western China this year. Our
sales and distribution network has expanded gradually in tandem
with our manufacturing plant investments into all these regions
for us to reach a much bigger customer base.

Financial Results

Turnover increased by 14% to HK$2.5 billion. The Group’s
net profit for the year to shareholders was HK$91 million as
compared to HK$122 million last year. Our basic earnings were
HK$0.38 per share.

We achieved sales growth through new investments in sales and
distribution activities in Eastern and Northern China. However,
higher sales did not translate into higher operating profit due to
rising commodity costs and control of selling prices.

HRNF — AEENEBEBEFELLR
BRAES - REER-AAN—FHEFBEL -
TR—ANAFEREERM TS - RfE
—hhEtFERREEEFERE  BELHRMAE
TEETEXEARBEAXBNERE - BE
THENE DT RERIEN T — AR AVRRE
BR-RMBELTFAN-—BEBER L NEE
HARBRREABENAR  EBRERERESR
HE - BRIBERMNEBREBROT S -
EATRAEZERNWENER - RAR-ZF-F
FHEELRIHEE  TRFRAEEAREES
—FAEERENRE - RMNEER 2 HAK
THELERENRESRESRAEZZS
B RAEEARESENTFH -

CYEEE 3

EXEE EFH14% Z B ¥ 2,500,000,000 7T ° A
SEZRREMLEFRHBE 91,000,000t @ £
F R A8 122,000,0007T c KEBNERE
REFBBEE0.38TT °

REBZBHERREL CHERD HEKE
HHREMBFGHEEER - A - ARBERK
AR EERSB BB - HERELLBERK
BERISHER -
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CHAIRMAN'’S STATEMENT EES X EHREE

Financial Results (continued)

So far, the Group had financed all of its new investment projects
through internal operating cash. During this period of economic
uncertainty, we will continue to exercise prudent financial
management disciplines as we seek further investment and
acquisition opportunities to expand our business.

The directors are recommending a final dividend of HK$0.10
per share at the forthcoming Annual General Meeting. Together
with the interim dividend of HK$0.06 per share already paid, the
total dividend for the year will amount to HK$0.16 per share as
compared to HK$0.16 total dividend per share for the previous
year.

Business Review

Our efforts and investments have been focused on expanding our
revenue base by growing in the new markets and through new
product launches. Total revenue in the new markets achieved
32% growth and sales of new products accounted for 4% of the
Group’s total turnover. Sales of our core brands, including Knife
and Red Lantern edible oil, Golden Statue and American Roses
flour, as well as AXE and Labour detergent, had increased by
14% during the year.

We are working on our long-term plan to increase our
manufacturing capacity in strategic locations, and expanding
our sales and distribution network beyond Hong Kong and
Southern China to grow our business nationwide. Our enhanced
supply services through wider distribution coverage and more
competitive product offerings of higher-grade quality will continue
to position us in the leading premium segments of the industry.

MIFEE¥EE w)

BAl - AREPUANEEESTRBEHR
BB BEREETHPHE  RMABREET
EEEHRAUNER  GEEVECRERKE
HELUmRER

EETENNEBET2RRBEETS LARRE
B MERBERHREEREB®E0.107T < HLIE
REERDIKE 2 PHKRESKRER0.06 T
REEHRBEREBEESEBRBEE0167T
EFNRBRBE016T -

EHOER

BPEIENRBRENEIEERIERT TS
FHEHER  UBEATEENKZER -
TMHENRREHRLIERERTEREEMAE
BAEHEENI% FAEEZOREBHEE &
EIeE R[4 E I AR T8 [EZH 8
BHURIFEIRBT IBREZRARREARAN
SHEIL M 14%

EMERBRRTE - DUBIMAKRE £ B
ENER TERMNHEERIHERAGRERE
ERRERUME  SEMANEBBRRER
HE - AEEEREFREZINOHEAERME
ERWERELCEHERYE  UH<SAEERE
EERWERLE -
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CHAIRMAN'’S STATEMENT EES X EHREE
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Business Review (continued)

In the process, we recognise the Group may suffer from short-
term profit set-backs but over the longer term, our strategy
would lead to a bigger, better business franchise for sustainable
growth and increased capital value.

Outlook

We see the dynamics of market opportunities and challenges to
continue as demonstrated by the high rate of China’s GDP and
CPI. China’s GDP continues to grow at 9.6% and CPI was up to
6.5% in July this year despite many measures imposed by the
government to cool down the economy. Some of the key cities,
such as Guangzhou, Shanghai, and Beijing have increased the
minimum wages by 20%. We believe that as personal income
grows so will the demand for better higher grade staple products
as the standard of living improves. This would be good for the
growth of our premium brand products.

However, rising labour cost puts pressure on profit margin on
the manufacturing sector in China. The difficult and challenging
global financial and economic environments are expected to
create uncertainty and volatility of commodity prices affecting
manufacturing costs of production. To address the expected
continued rise of commodity prices in the near term and to
secure the supply of quality raw materials, we shall continue our
prudent inventory management of selective buying at reasonable
costs and to maintain a high level of inventory to meet new
demands.

HFEEEE )

BLBEED  BMIZIFAEERSAZEY
HEAER - BREMS  HMANKBETRE
BRE ExEMNERLER  EFUBERRE
KIEMEAREE -

RE

TENEALEEREREEEYEEHSE
BRMERMERERE  BEBRFELZE
EEERER - PRBANEERENDFEEM
£06%  HEENERIARAFELREAZR
6.5%  BRETERET » WEM » Bkt
RNRETEDIEM20% - HMEE - BEEE
AW - BEEZENJIRGEEZKTR
AMAREN  AEENEEREERTEE

AR TERA EAHPEREENEFNER
B - BiERIRE RN AR R 7 m R E Ak
B AHSESEARERTRTIAPERERK
B EMPELEERS  FEHERERESRR

HEE AREESEREEFEEERA B
BUHUSERANE  YERBESFEEU
FESHTR ©
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CHAIRMAN'’S STATEMENT EES X EHREE

Outlook (continued)

Product safety is an increasing concern at all levels of society.
There are increasing demands for higher ethics for management,
and more scientific requirements and stringent regulations for
product quality control. New government regulations have been
updated more frequently to prohibit the use of additives and
harmful ingredients in food and household products. Incremental
costs and investments to address this health-safety aspect are
expected to increase for manufacturers to remain competitive
as an industry leader. We have always taken product safety
seriously and our management pays particular attention to its
compliance.

We are in China to build long term market competitive position
providing safe premium products as we increase our business
scale. We will continue to expand our production capacity in
Northern China and Western China. Our Qingzhou plant in
Shandong will increase its wheat processing capacity from 500
metric tons to 1,100 metric tons per day. In Western China, we
have completed the land acquisition at Qionglai City in May this
year, and we are ready to commence construction of the new
flourmill with 600 metric tons per day in the new financial year.
Our total wheat processing capacity will be increased to 1.5
million metric tons per year upon the completion of the Western
Plant by December 2012. The China National Association of
Grain Sector has confirmed our current ranking as number five in
the top fifty flourmill companies in China.

Complementing our capital investments in production capacity
and nationwide sales networks is our commitment to invest in
our people for achieving sustainable growth and building stronger
competitive advantages. We will continue to upgrade our
personnel in research and development, marketing, production
and quality control to keep improving ourselves as a producer of
leading brands and the best products.

FREE (&)

HERREOTEIERLZE HEEREER
MERBRER HEREERHNEENE L
MER - ROATBERE - RFEBEBEHR
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Appreciation

As we celebrate our Golden Jubilee, we express our appreciation
to the late Mr. Whang Tar Choung for his vision to establish Lam
Soon in 1961 and to give it a firm footing with brands like Knife,
Red Lantern and AXE which are now household names in Hong
Kong.

Our appreciation also goes to all our customers, suppliers
and bankers, many of whom have given us their support over
many years. We are grateful to our management and staff
for their dedication and hard work over the years, and to our
shareholders for their faith and belief in us to build and grow
our company bigger and better. It has been your efforts that
have enabled our Group to meet new challenges, create new
standards, acquire patents and win acclaims and market share.
With your support, we will maintain that leadership spirit, and
will continue our commitment to innovate and grow. Our mission
is to provide high quality, healthy and safe products to make
everyday life easier and enjoyable for all. We look forward to the
beginning of an even better, brighter future in the next 50 years.

KWEK Leng Hai
Chairman

Hong Kong, 29 August 2011
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CORPORATE HIGHLIGHTS £E4 =

Honour and Awards 2282 EASTH

Brand Sik#
LSHK Lam Soon (Hong Kong) Limited was granted Judging Panel Award by Category (Food — Rice,
HIEE & Cooking QOil & Other) in Hong Kong Corporate Branding Award 2010 held by Ming Pao
FIE(ER)BRAREBREIN FBBERECEREER 2010 NFEERE (K - @aKRE
EmE5)
October 2010 2010410 A
Lam Soon (Hong Kong) Group was ranked in “China Top 50 in Wheat Flour
Enterprises 2011~
MIE(EB)EERE 2011 FEZE/NEHINT 508D
April 2011 201154 B
Lam Soon (Hong Kong) Limited was granted “The Excellence of Listed Enterprise Awards”
by Capital Weekly
MIE(EB)BRARE(EAEE)E
[ L R#E 2011 ]
August 2011 201158 B
Oil & Detergent “Knife” and “AXE” were awarded “Consumer’s Most Favourable
HAE & Hong Kong Brands 2011” by China Enterprise Reputation & Credibility
gz 4Rt Association (Overseas)

 —
TER FEEERERECEN CECEHERBN 201 EEETBREERDME]

September 2011 201149 A
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CORPORATE HIGHLIGHTS £E4E

Honour and Awards 2552 B1A§TH

Brand @18

Oil & Flour

HAER

s

Shenzhen Lam Soon Edible Oils Company, Limited and Shekou Lam Soon Flour Mills

Company Limited both earn the names of
“Top 500 Enterprises in Guangdong 2010” and
“Top 100 Manufacturers in Guangdong 2010” - -

RYNEIEEEAERA A REORIBENERIAEE 2010 FEREEER TR M

(2010 FEREHIER T & IRE

July 2010 2010%7 A

18
Shenzhen Lam Soon Edible Oils Company, Limited and Shekou Lam Soon Flour Mills
Company Limited has been recognised as “2010 China Quality Credit Enterprise by China
Entry-Exit Inspection and Quarantine Association”
FYIEIEHEER AR RO MEIBRERER AR EPEH
HAERBBRGESEE2010FE2HELOEEN
S |
November 2010 2010 11 A
“Web Care Award” by Internet Professional Association
B\
B EHEABiIHEER EERERE TR
—mmmmm
www.lamsoon.com A= fRHE E—adE
www.haomama.com ABRE o3 &8 o3 o3 7P A i
www.hkflourmills.com ABERE HiE &8 Firg3 fR4E E—iE
www.haomama.com.cn * * * o3 o3 E—hiE
www.lamsoonoil.com ABERiE HidE * S48 fR4E *
www.love2clean.com ABERE HidE * firk3 fR4E *
* Not enrolled for the year MR G2 8
(),
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CORPORATE HIGHLIGHTS £E4 =

Community Care #t[EFHIE

>

2
Sponsored Programmes & % /J\ ’?. 2¥ = g
e Sponsor HK$100,000 to The Boys™ & Girls” Clubs Association of Hong Kong
for charity purpose
BB 2 &S
e NBEBNERZS(HREE RS

BHEBRETFERZRE 19

Sponsorship to The Better Hong Kong Foundation

B EBAXRES S

The Community Chest of Hong Kong - Walk for Millions

FEAGS - 5ET

Participated in the Walk for Millions organised

by The Community Chest of Hong Kong for many years.

BEBFHAESHEEBLRSERNEEIT -
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REVIEW OF OPERATIONS Z¥f5EIEA

Operation Review

During the first quarter of the financial year, commodity costs
had increased rapidly ensuing from the consequences of the fire
in Russia in July 2010. Wheat and soybean oil prices took the
lead going up by 50% and 30% respectively. During the second
half of the financial year, increases in wheat cost peaked at
70%, soybean oil peaked at 57%, and petroleum crude oil prices
peaked at 27%. We began to react cautiously to control sales to
reduce margin erosion. Following the rising CPI in September,
increase of retail prices was under regulatory control. It was
difficult and challenging to pass the increased costs to the trade
during the period.

Increasing domestic costs, including energy, delivery, and labor
costs, had added operating pressure to many businesses. In
Hong Kong the minimum hourly salary rate was implemented.

We continue to focus on our branded premium products to
minimize the short term impacts on margins. At the same time,
we had increased the number of sales offices in China to 26 to
enhance our local sales penetration and after-sale-services. New
product developments and innovative marketing initiatives were
deployed to improve our long term competitive positioning.

Food Segment

Food segment consists of our edible oil and flour businesses.
The segment achieved 15% sales growth to HK$2,161 million.
Operating profit for the segment was HK$119 million, which was

11% lower than that of the previous year.

Qur edible oil business was focused on development of a
healthier product portfolio. During the period, our Knife Brand
launched Omega 3 series to enrich its health quality benefit to
the younger generation. Knife High Oleic was developed and
won endorsement from Hong Kong College of Cardiology as
Recommended Healthy Oil of World Heart Day 2010 (50
H 2010 & JH). The healthy and premium equity of our brand
was further enhanced with our sponsorship of the Hong Kong
Cycling Team starting from June 2011. Our Red Lantern brand
came out with the new formula 4:1 to provide the benefits of
absorption of natural DHA and EPA during consumption. Our 4:1
formula received the national patent in Mainland China.

ZEFmER

R-ZE—ZFtH BERZENL BYF
RERREABREFEEESH NERETH
MBS BN 50% K% 30% « RAGHEET
¥E, NBERERLAT70% BT HERR
BEAST%  BHERES LHA27% - AEE
FEEZEHHEEUREE2EFBNEE o fEE
N EBEYERE LA ZEERAAZ
BB o BARIE M AN EIEREEE SR
R EPEMR o

R AEN - BEEN - EERTIEER
RYRBITRBREERD - ABEETE
RETE -

BMEEEINEEREERUREEF BN
T E - HUtER - HPPEMPEEENRS
BB ZE26[  UREAXBEESERE AR
EERE  WETERMBERAZNTSER
DEACAEERENB I

R

RmoNEERABRENEL - 2 BEE
15%HEB R ZE¥2,161,000,000 7T ° 5 =B
FI & ER BB 119,000,000 * BEEET
BR11% o

AREENERAMERIEE IHBEEER
HE R RAIMI DB R HEKRMIER
7 AEE-—RHESBE - KWHABTES
REmEE | TEFBLEENSRENAM
RUMB2010RERB] - AEERENEE
REBEFR  BR-_Z——F ABRREHSE
BEENRBEE -SSR AEBMZ[AE]
MR PR HE A2 N 38 A B8 IR UL DHA K EPA Z %
4:1EF - RBP4 1 BRAETBERBES
BIREMEF o
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Operation Review (continueq)
Food Segment (continued)

Our Flour business which had expanded its production capacity
in the previous two years in Eastern and Northern China
continued to realize sales growth during the past twelve months.
This was accomplished with our expanded distribution networks
and the consistency of our flour premium quality. In December
2010, our new plant in Jintan, Jiangsu Province received the
awards of Export-oriented Agricultural Subsidy Project and
Subsidy Fund (/MEEEEFRLIEE R #BIE €) and Established
Famous Brand Products (&l & & & m) from the government for
our continuous effort to improve quality and brand development.

During the year, we collaborated with the State Administration
of Grain (“SAG”) to launch China’s first Advanced Flour Milling
Vocational Training Programme in October 2010. A total of
14 millers from the Group had passed the examinations and
were certified by the SAG as China’s first batch of certified

professional millers.
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Operation Review (continueq)
Detergent Segment

Detergent segment achieved 12% sales growth to HK$341
million. During the financial year, our operating margins reduced
by HK$8 million largely due to the volatility of petroleum crude
oil prices which had increased from US$79 per barrel at the
beginning of the financial year to US$95 per barrel in June 2011.
Its highest price reached US$114 per barrel in February this
year.

We expanded the revenue base of our detergent segment
through our wider distribution networks into new markets and
through more innovative new products launched. Sales of our
new products accounted for 8% of the segment’s total sales. We
successfully launched AXE Jasmine Tea dishwashing detergent,
AXE hand soap, and Ripple dishwashing detergent during
the year. These products have attractive features to win new
consumers along the demand trends for better products thereby

further enhancing our premium positioning.

Procleanic, our institutional brand designed for commercial and
industrial applications, continued to gain robust growth in Hong
Kong, Macau, and Mainland China. Our clients included major
fast food chains, hotels, and property establishments.

Turnover — Detergent Segment (HK$ million)
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Financial Review
Group Results

For the year ended 30 June 2011, the Group’s turnover
increased by HK$317 million to HK$2,510 million. Owing to the
rapid increase in raw material costs, our margins decreased from
20% to 18%.

In order to support the growth in sales, the selling and
distribution expenses grew by HK$27 million or 12%, to HK$259
million. The increase was primarily attributable to the marketing
expenses and the additional costs for new market development
outside Southern China.

Liquidity and Financial Resources

At 30 June 2011, the Group had a net debt balance of HK$57
million (2010: net cash of HK$503 million). This was mainly
attributable to the increase in current assets.

At 30 June 2011, the Group had a cash balance of HK$171
million (2010: HK$569 million). About 70% of these funds were
denominated in Renminbi (“RMB”), 15% in Hong Kong dollars
(“HK$”"), 12% in United States dollars (“USD”) and 3% in Macau
Pataca (“MOP”) respectively.

At 30 June 2011, the Group had HK$611 million committed bank
facilities (2010: HK$306 million) of which HK$228 million (2010:
HK$65 million) was utilized. All bank borrowings carried interest
at floating rates and were repayable within 1 year.

The Group centralises all the financing and treasury activities at
corporate level. There are stringent controls over the application
of financial and hedging instruments which can only be employed
to manage and mitigate the price risk of commodities for trade

purposes.
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Financial Review (continued)
Liquidity and Financial Resources (continued)

At 30 June 2011, the inventory turnover days were 145 days
(2010: 65 days). Higher level of raw materials was primarily due
to the Group’s prudent inventory management, ensuring the
supply of high quality raw materials and keeping sufficient stock
at reasonable cost to protect the margin. The trade receivable
turnover days remained at a healthy level of 23 days (2010: 21
days).

In view of the strong liquidity and financial position, management
believes the Group will have sufficient resources to fund its daily
operations and capital expenditure commitments.

Foreign Currency Exposure

The Group has operations in Mainland China and Hong Kong.
Local costs and revenue are primarily denominated in Renminbi
and Hong Kong dollars. All the Group’s borrowings were
denominated in Hong Kong dollars.

The Group is exposed to currency risk primarily through sales,
purchases and deposits that are denominated in currencies other
than the functional currency of the entity to which they relate.
Details of the foreign currency exposure of the Group are set out
in note 5(d) to the financial statements.

Exchange gain for the year is set out in note 8 to the financial

statements.

Capital Expenditure

During the year, the Group invested a total sum of HK$61 million
on acquisition of equipment and land use right for building a new

plant.

Details of the capital expenditure commitments are set out in
note 35(a) to the financial statements.
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Financial Review (continued)
Contingent Liabilities

Details of the contingent liabilities are set out in note 36 to the

financial statements.
Human Resources and Training

As at 30 June 2011, there were approximately 1,600 employees
in the Group. Annual increment and year-end performance bonus
mechanism were incorporated in the Group’s remuneration policy
to retain, reward and motivate individuals for their contributions
to the Group. The Company also operates a Share Option
Scheme for granting of options to eligible employees. During the
year, 19,000,000 options were granted to the Group Managing
Director and certain eligible employees of the Group pursuant
to the Share Option Scheme. 850,000 options granted to
employees were lapsed during the year. Accordingly, the number
of outstanding options was 18,150,000 as at 30 June 2011.

Relation with Shareholders and Investors

The Company encourages two-way communication with its
stakeholders. Extensive information about the Group’s activities
is provided in the Annual and Interim Reports, which are sent to
shareholders. The Group also maintains a number of websites
to provide a wide range of information on the Group and its
businesses.

Relation with Community

During the year, the Group continued to support a wide spectrum
of community services targeting the needy in Hong Kong, the
Mainland China and beyond. The Group had supported the
activities organised by The Better Hong Kong Foundation and
had participated in the Community Chest Walk for Millions.
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Kwek Leng Hai

Aged 58, is the Chairman of the Company since October
2006 and has been a Non-Executive Director of the Company
since appointment to the Board in 1997. Mr. Kwek is also the
Chairman of Board Remuneration Committee of the Company.

Mr. Kwek is a director and shareholder of Hong Leong Company
(Malaysia) Berhad (“HLCM”), the ultimate holding company of
the Company. He is the President, CEO of Guoco Group Limited
(“GGL"), a Hong Kong listed subsidiary of HLCM. He also holds
directorships in key listed subsidiaries and associated companies
of GGL including Guocoland Limited and Guocoleisure Limited,
both listed on the Singapore Exchange Securities Trading
Limited, and Hong Leong Bank Berhad listed on Bursa Malaysia.
He is also a director of Bank of Chengdu Co., Ltd.

Mr. Kwek qualified as a chartered accountant of the Institute of
Chartered Accountants in England and Wales. He is the brother-
in-law of Dr. Whang Sun Tze, a Non-Executive Director of the
Company.

Leung Wai Fung

Aged 55, Executive Director of the Company since July 2005.
Mr. Leung has been designated as the Group Managing Director
with effect from 1 September 2006.

Mr. Leung joined the Company in 1997 and had assumed the
positions of Group Chief Financial Officer and Chief Operating
Officer of the Group’s Distribution Segment in Hong Kong. He
was appointed as Executive Director of the Board in June 2002.
Mr. Leung left the Company and assumed a senior management
position with a Hong Leong Group company in March 2004 and
rejoined the Company in July 2005.

Mr. Leung holds a Bachelor Degree in Business Administration
from Simon Fraser University and an Executive Master’s Degree
in Business Administration (EMBA) from Fudan University School
of Management. He has over 20 years of experience in the areas
of business management, strategic planning and development as
well as acquisitions and mergers.

He had worked in Hong Kong and overseas with multinationals,
including The East Asiatic (EAC), British Petroleum (BP),
Inchcape Pacific, Hiram Walker-Allied Vintners in the U.S.A. and
Canada, and Hostess Frito-Lay (snack food division of Pepsi-
Cola) in Canada. Before joining the Company in 1997, Mr. Leung

was the General Manager of Guoco Investments (China) Limited.
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Whang Sun Tze
Ph.D.

Aged 67, Non-Executive Director of the Company since
appointment to the Board in 1984.

Dr. Whang holds a Doctorate Degree in Chemical Engineering.
He is the brother-in-law of Mr. Kwek Leng Hai.

Lo Kwong Chi, Clement

Aged 66, Independent Non-Executive Director of the Company
since 1993 and Non-Executive Director of the Company
since appointment to the Board in 1975. He is the Chairman
of the Board Audit Committee and a member of the Board

Remuneration Committee of the Company.

Mr. Lo is a solicitor by profession and was admitted to practice
both in Hong Kong and England in 1970.

Tan Lim Heng

Aged 63, Non-Executive Director of the Company since
appointment to the Board in 1997.

Mr. Tan is an executive director of GGL and is the managing
director of GuocoCapital Limited and GuocoCommodities
Limited, wholly-owned subsidiaries of GGL. Mr. Tan holds a
Bachelor of Science first class honours degree in engineering
from University of Surrey and a Master of Science degree in
management from Massachusetts Institute of Technology.
He had previously worked in Geneva in 1974 with the United
Nations Conference on Trade and Development. He had also
served in the Singapore Civil Service as a Colombo Plan Scholar
1975-1978 before coming to work in Hong Kong with a financial
services company and a major U.S. bank. Mr. Tan has extensive
experience in property investment, financial and investment

management services.
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Tsang Cho Tai

Aged 61, Non-Executive Director of the Company since
appointment to the Board in 1997. Mr. Tsang is also a member
of Board Audit Committee of the Company.

Mr. Tsang was re-designated as Independent Non-Executive
Director of the Company in 1999 and as Non-Executive Director
in 2004.

Mr. Tsang is also the chief financial officer of the GGL group.
Prior to that, he was an associate of an international firm of
accountants. He is a fellow member of the Association of
Chartered Certified Accountants and the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) as well as an associate
member of the Institute of Chartered Accountants in England and
Wales.

Ding Wai Chuen

Aged 51, Non-Executive Director of the Company. Mr. Ding
was appointed as an Independent Non-Executive Director of the
Company in 2004 and re-designated as a Non-Executive Director
in September 2009. He also serves as an executive director of
GGL.

Mr. Ding is an associate member of the Institute of Chartered
Accountants in England and Wales and a fellow member of the
HKICPA. Mr. Ding is currently a council member of the HKICPA.

Mr. Ding has over 25 years of experience as a professional
accountant with international firms of accountants in England
and in Hong Kong and with the HKICPA. In 2007, Mr. Ding was
appointed by the Hong Kong SAR Government as a member of
the Financial Reporting Review Panel of the Financial Reporting
Council. Since 2002, Mr. Ding has been appointed by the
PRC Ministry of Finance as a member of the Advisory Group
of Foreign Experts for the development of PRC’s Independent
Auditing Standards. Mr. Ding is a member of Railway Objections

Hearing Panel.
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Lo Kai Yiu, Anthony

Aged 62, Independent Non-Executive Director of the Company
since appointment to the Board in December 2008. He is a
member of the Board Audit Committee of the Company.

Mr. Lo is qualified as a chartered accountant with the Institute
of Chartered Accountants of Ontario, Canada and a member of
the HKICPA. Mr. Lo has over 30 years of experience in banking,
finance and investments. He worked for a number of well-known

financial institutions as managing director.

Mr. Lo is an independent non-executive director and members
of the audit and nomination committees of the Taiwan Fund Inc,
which is listed on the New York Stock Exchange. Mr. Lo is also
an independent non-executive director and chairman of the audit
committee of Mecox Lane Limited, a company listed on Nasdaq
in the USA.

He also holds other directorships in a number of listed
companies in Hong Kong including independent non-executive
director and the audit committee chairman of IDT International
Limited; independent non-executive director, the audit committee
chairman and members of the remuneration and nomination
committees of Playmates Holdings Limited; independent non-
executive director, audit committee chairman and member of
the remuneration committee of Tristate Holdings Limited; and
independent non-executive director and member of the audit
committee of Convenient Retail Asia Limited.

Au Chee Ming

Aged 60, Independent Non-Executive Director of the Company
since appointment to the Board in August 2009. He is a member
of the Board Remuneration Committee of the Company.

Mr. Au holds a Bachelor Degree in Commerce and Finance from
The University of Calgary, Canada. Mr. Au has over 30 years
of experience in banking and finance sectors. He worked for a
number of world-wide banks and financial institutions.
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Corporate Governance Practices

The board of directors of the Company (the “Board”) has
adopted a Code of Corporate Governance Practices (the “CGP
Code”), which is based on the principles set out in Appendix
14 (the "HKEx Code”) to the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited (the
“Listing Rules”). Continuous efforts are made to review and
enhance the Group’s internal controls and procedures in light of
changes in regulations and developments in best practices.

The Company had complied throughout the financial year ended
30 June 2011 with the HKEx Code, save that non-executive
directors were not appointed for a specific term. However, they
are subject to retirement by rotation and re-election at the annual
general meeting pursuant to the articles of association of the
Company and the CGP Code. As such, the Company considers
that such provisions are sufficient to meet the intent of the
relevant provisions of the HKEx Code.

Directors’ Securities Transactions

The Company had adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules (the “Model Code”) as the code
of conduct governing directors’ securities transactions.

All directors of the Company during the year, following specific
enquiry by the Company, have confirmed that they have

complied with the required standard set out in the Model Code
throughout the year.

Board of Directors
Composition of the Board

The directors of the Company during the year and up to the date
hereof are set out in the Directors’ Report on page 44.

Board Meetings and Attendance
During the year, four board meetings were held. Apart from Mr.

LO Kai Yiu, Anthony who had attended three meetings, all other
directors had attended all four meetings.
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Board of Directors (continueq)
Operations of the Board

The Board determines the corporate mission and broad
strategies, monitors and controls operating and financial
performance and sets appropriate policies to manage risks in
pursuit of the Group’s strategic objectives. Decisions involving
financial statements, dividend policy, material contracts and
major investments and divestments are reviewed and subject
to approval by the Board. Other main roles of the Board are to
ensure that adequate internal control systems and management
information systems are in place, including being in compliance
with every aspect of the provisions of applicable laws,
regulations, rules, directives and guidelines to create value for
its shareholders and to ensure that the Company has adequate
management to achieve the Company’s strategic objectives.

Independence of the Independent Non-Executive
Directors

The Company received confirmation of independence from each
of the independent non-executive directors (“INEDs”) for the year
pursuant to Rule 3.13 of the Listing Rules. Up to and as at the
date of this report, the Company still considers that the INEDs
continue to be independent.

Relationship among the Members of the Board

The family relationships among the members of the Board are
disclosed under “Directors’ Profile” on pages 32 to 35 of this
annual report.

Chairman and Group Managing
Director

The roles of Chairman and Group Managing Director (“GMD”) are
segregated and are not held by the same person. Currently Mr.
KWEK Leng Hai is the Chairman and Mr. LEUNG Wai Fung is the
GMD of the Company.

The primary responsibility of the Chairman is to ensure effective
functioning of the Board, which focuses on the Group’s broad
strategic direction and macro oversight of the management.
The GMD is responsible for the management of the Company
in accordance with the strategies approved by the Board of
Directors.
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Directors’ Remuneration
Board Remuneration Committee (“BRC”)

The principal role of the BRC is to make recommendations to
the Board on the policy and structure for all remuneration of
directors and senior management, and to determine the specific
remuneration packages of the executive director and all senior
management, including benefits in kind, pension rights and
compensation payment, including any compensation payable for
loss or termination of their office or appointment, and making
recommendations to the Board of the remuneration of non-
executive directors. The BRC would also consider factors such
as salaries paid by comparable companies, time commitment
and responsibilities of the directors, employment conditions
elsewhere in the Group and desirability of performance-based
remuneration. The terms of reference of the BRC adopted by the
Board are available on the Company’s website (www.lamsoon.

com).

For the year, the BRC comprised Messrs. KWEK Leng Hai
(Chairman of the Company and the BRC), LO Kwong Chi,
Clement and AU Chee Ming. Mr. LO Kwong Chi, Clement and
Mr. AU Chee Ming are INEDs of the Company.

During the year, two BRC meetings were held, Messrs. KWEK
Leng Hai, LO Kwong Chi, Clement and Mr. AU Chee Ming
attended all two meetings. At these meetings, the remuneration
packages of the executive director and senior management for

the year were reviewed.

Nomination of Directors

The Board is responsible for the selection and recommendation
of candidates for directorship of the Company. Reference would
be made to the skills, experience, professional integrity and time
commitments of the proposed candidate, the Company’s needs
and other applicable statutory requirements. The Board would
also review the size, structure and composition of the Board.

No new director was appointed during the year.
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Auditors’ Remuneration

For the year, the external auditors of the Group charged
approximately HK$650,000 for annual audit service and there
was no non-audit service rendered by the external auditors.

Board Audit Committee (“BAC”)

The BAC oversees the financial reporting processes and
assesses the adequacy and effectiveness of the Company’s
system of internal control. The BAC meets with the Company’s
external auditors and the internal auditors for their evaluations of
the internal control system. It also reviews interests in contracts
and connected transactions. The BAC reviews the financial
statements of the Company and the consolidated financial
statements of the Group and the auditors’ report thereon and
submits its views to the Board. The terms of reference of the
BAC are available on the Company’s website (www.lamsoon.
com).

For the year, the BAC comprised Messrs. LO Kwong Chi,
Clement (Chairman of the BAC), TSANG Cho Tai and LO Kai
Yiu, Anthony. Mr. LO Kwong Chi, Clement and Mr. LO Kai Yiu,
Anthony are INEDs of the Company.

During the year, four BAC meetings were held. Messrs. LO
Kwong Chi, Clement, TSANG Cho Tai and LO Kai Yiu, Anthony
attended all four meetings.

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

— reviewed the adequacy and effectiveness of the
Group’s systems of internal control and enterprise risk

management;

— reviewed the consolidated financial statements and results
of the Group;

— reviewed the external auditors’ report thereon;

— reviewed the appropriateness of the Group’s accounting
policies;
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Board Audit Committee (“BAC”)

(continued)

— reviewed at various times the potential impact of the
generally accepted accounting principles in Hong Kong on
the Company’s accounts;

— reviewed the nature and scope of external audit and
approved the external audit fee; and

— reviewed adequacy of resources, qualifications and
experiences of staff of the Company’s accounting and
financial reporting function, and their training programmes.

A statement by the external auditors on their reporting
responsibilities is set out on page 58 to 59 of the annual report.

The directors of the Company have acknowledged their
responsibility for preparing the financial statements for the year.

Internal Controls

The internal control system is designed to facilitate the
effectiveness and efficiency of operations, safeguard assets
against unauthorised use and disposition, ensure the
maintenance of proper accounting records and the truth and
fairness of the financial statements, and ensure compliance with
relevant legislation and regulations. It provides reasonable, but
not absolute, assurance against material misstatement or loss
and manages rather than eliminates risks associated with its
business activities.

The Board, recognising its responsibilities in ensuring sound
internal controls, has developed a risk management framework
for the Group to assist in:

— identifying the significant risks faced by the Group in the
operating environment as well as evaluating the impact of
such risks identified;

— developing the necessary measures for managing these
risks; and

— monitoring and reviewing the effectiveness and adequacy
of such measures.
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Internal Controls (continueq)

The Board has entrusted the BAC with the responsibility to
oversee the implementation of the risk management framework
of the Group. In discharging this responsibility, the BAC, assisted
by the Group Internal Audit Department:

— ensures that new and emerging risks relevant to the
Group are promptly identified by management;

— assesses the adequacy of action plans and control
systems developed to manage these risks; and

— monitors the implementation of the action plans and the
effectiveness and adequacy of the control systems.

These on-going processes have been in place, and reviewed
periodically by the BAC.

The controls built into the risk management framework are
intended to manage and not expected to eliminate all risks of
failure to achieve business objectives. These controls provide
reasonable, but not absolute, assurance against material
misstatement of management and financial information or against

financial losses and fraud.

In the associated companies and jointly controlled companies,
the Board nominates representatives to sit as directors and
take a proactive stance in assessing the performance of the
entity with the goal of safeguarding the investment of the Group.
Where practical, the Group may request functional, financial and
operating information as well as assurance that such information
have been prepared in accordance with reporting standards and
have been derived from control environments acceptable to the
Group.

The Board, through the BAC, has conducted an annual review
on the Group’s internal control system and considers that it is
adequate and effective. The Board is satisfied that the Group has
fully complied with the provisions on internal controls as set out
in the CGP Code.
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The directors submit their annual report together with the
audited financial statements of the Company and its subsidiaries
(collectively, “Group”) for the year ended 30 June 2011.

Principal Activities

The Company is an investment holding company and the
principal activities of the subsidiaries are set out on pages 165 to
167.

Subsidiaries

Details of the Company’s subsidiaries are set out on pages 165
to 167.

Financial Statements

The profit of the Group for the year, the state of affairs of the
Company and of the Group as at 30 June 2011 and the Group’s
cash flows and statement of changes in equity for the year
ended are set out in the financial statements on pages 60 to
164.

Dividends

The Directors are recommending to the shareholders for
approval at the forthcoming annual general meeting to be held
on Tuesday, 29 November 2011 a final dividend of HK$0.10 per
share. This, together with the interim dividend of HK$0.06 per
share paid on Tuesday, 15 March 2011, will amount to a total
dividend of HK$0.16 per share for the year (2010: HK$0.16).
Subject to shareholders’ approval, the final dividend will be
payable on Monday, 12 December 2011 to the shareholders
whose names appear on the register of members on Wednesday,
7 December 2011.
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Closure of Register of Members

The Register of Members will be closed from Thursday, 24
November 2011 to Tuesday, 29 November 2011 (both days
inclusive) during which period no transfer of shares will be
registered. In order for the shareholders to be eligible to attend
and vote at the forthcoming annual general meeting of the
Company, all transfer of shares accompanied by the relevant
share certificates must be lodged with the Company’s Share
Registrars and Transfer Office — Hongkong Managers and
Secretaries Limited (“HKMS”) at Unit 3401-2, 34th Floor, AIA
Tower, 183 Electric Road, North Point, Hong Kong, not later than
4:00 p.m. on Wednesday, 23 November 2011 for registration.

The Register of Members will also be closed from Monday, 5
December 2011 to Wednesday, 7 December 2011 (both days
inclusive) during which period no transfer of shares will be
registered. In order to qualify for the final dividend, all transfer
of shares accompanied by the relevant share certificates must
be lodged with HKMS, not later than 4:00 p.m. on Friday, 2

December 2011 for registration.

Charitable Donations

Charitable donations made by the Group amounted to
HK$500,000 during the year (2010: HK$500,000).

Share Capital

As set out in Note 32(a) to the financial statements, there were
no movements in share capital during the year.

Reserves

Movements in reserves of the Group during the year are set out
in the consolidated statement of changes in equity.

Movements in reserves of the Company during the year are set
out in Note 34(a) to the financial statements.

Fixed Assets

Movements in fixed assets during the year are set out in Note 17
to the financial statements.

LEMRERNBFRELTFE

ARARBH-FE-——F+-A-+HHEHN
E2R-——Ft+-A-TAHERZ(BRMX
BEER) HEEEREROVBFELFE -
ANSERHEALANEEMZRREBFE
SYRELRE  IERNDBFXHEREER
ZREMANR-ZE-——F+—-AZ-+=REH
STHAENAIRERRRAZBFRERERLRE
— BRKENEARQIAV(EBLEERERR
DA WU ABEBIEABTRE18IRAILE
5 341234012 ©

KRBT EH-_ZE——F+=-FEREH—Z
—E-——FE+-AtAEH=(EEMABELE
R EEEERERDBEELETE - IAFE
ERERRERE  FEROGBEXHERSE
BeREXER-_ZE——F+=-A-HEHE
TH BRI R ERBLCENRERRDT

BEHRN

REBRAFEERAZEZIRFRABY 500,000
T(ZE—FF B 500,0007T) °

(S 23

HBIRBEHREME2) - AEERARE S
B o

i

FEBAFERMENEDFINGERELE
%o

RABAFERBOEBF IR B RRWE
34(a) °

EE&E

AEEBEEENEDFHIINMBIRRME
17 °

Lam Soon (Hong Kong) Limited Annual Report 2011 | ZZ2——F 5% HIE(FB)ERA T

43



DIRECTORS’ REPORT EESHREE

44

Directors

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

KWEK Leng Hai, Chairman*

LEUNG Wai Fung, Group Managing Director**
WHANG Sun Tze*

LO Kwong Chi, Clement”

TAN Lim Heng*

TSANG Cho Tai*

DING Wai Chuen*

LO Kai Yiu, Anthony*

AU Chee Ming"

**  Executive director

*

Non-executive director

" Independent non-executive director

In accordance with Article 78 of the Company’s articles of
association, Messrs. LO Kwong Chi, Clement, LO Kai Yiu,
Anthony and AU Chee Ming shall retire and, being eligible, offer
themselves for re-election at the forthcoming annual general
meeting.

Directors’ Service Contracts

No director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company or any
of its subsidiaries which is not determinable by the Company
or any of its subsidiaries, within one year without payment of

compensation (other than statutory compensation).

Directors’ Interests in Contracts

No contract of significance in relation to the Group’s business to
which the Company or any of its subsidiaries, holding company
or fellow subsidiaries was a party and in which a director of the
Company had a material interest subsisted at the end of the year
or at any time during the year.
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Connected Transactions
Master Services Agreement

A master services agreement (the “Master Services Agreement”)
was entered into by the Company (together with its subsidiaries,
the “Group”) with Guoline Group Management Co. Limited
(*GGMC”) and GOMC Limited (*GOMC”) on 30 June 2008 for
provision of services by GGMC or GOMC (the “Service Provider”)
to the Company and/or its subsidiaries, which include, among
other things, overview of businesses and operations, investment
management and financial management disciplines, treasury
and risk management, key managerial recruitment and retention,
productivity and quality programmes and other operating
practices and procedures as well as planning and development
of management information systems.

The Master Services Agreement is for a term of three financial
years from 1 July 2008 to 30 June 2011.

The fees payable under the Master Services Agreement comprise
a monthly fee (the “Monthly Fee”) of HK$50,000 (or such other
amount as may be agreed from time to time between the Service
Providers and the Company) and an annual fee (the “Annual
Fee”) equal to 3 percent. of the annual profits before tax of the
Company and the subsidiaries as shown in the audited profit
and loss accounts of the individual companies for the relevant
financial year, subject to appropriate adjustments. The total
fee, being the sum of the Monthly Fee , and the Annual Fee, is
subject to an annual cap of HK$13,000,000 (the “Annual Cap”)

for each of the three financial years ending 30 June 2011.

GGMC and GOMC are indirect wholly-owned subsidiaries of
Hong Leong Company (Malaysia) Berhad (“HLCM”), the ultimate
holding company of the Company, and thus they are associates
of a connected person of the Company under the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”). HLCM is deemed to be
invested in shareholding in the Company. The transactions under
the Master Services Agreement constitute continuing connected

transactions for the Company under the Listing Rules.
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Connected Transactions (continued) REAR 5 =)

Master Services Agreement (continued) BRFE X ek (&)

The independent non-executive directors of the Company had AATBIFHTESERAFEERNBT R
reviewed the transactions under the Master Services Agreement FHBET2ZRG  WHER

during the year and confirmed that:

(1) the transactions under the Master Services Agreement for (1) RERRBEEHBBRAZRS
the year were entered into:

— in the ordinary and usual course of business of the — BAEBERER —RER .
Group;

— on terms no less favourable to the Group than the — Friz BRI T BRREBLE=
respective terms available from independent third ERME &S &
parties; and

— in accordance with the relevant agreement — DREBEEEXSNHRKRTE
governing them and on terms that are fair and T MXBBERBLAFSE I
reasonable and in the interests of the shareholders HERDTARREERNZ

of the Company as a whole;

(2)  the aggregate service fees paid and payable by the 2 AAFREBBEHZ  RERES A

Group under the Master Services Agreement for the year REM 2R E AL A B 4,000,000
amounted to approximately HK$4 million which did not T WEEBBERATNKR-ZEZENELA
exceed the Annual Cap of HK$13 million as disclosed in MAZAMAMBENEE LRBE
the announcement of the Company dated 4 July 2008. 13,000,000 7T °

New master services agreement was entered into by the RZE——FXA=1TH > XATEEGGMCK

Company with GGMC and GOMC on 30 June 2011 for a term of GOMCEHIM 7T — 1 #iREEHE > N HA=

three financial years from 1 July 2011 to 30 June 2014. B HREE BB ——FtA—RHE=2
—mEARA=+H-
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Connected Transactions (continueq)
Share Option Scheme

The Company obtained shareholders’ approval on 18 April 2006
to modify the share option scheme of the Company (the “Share
Option Scheme”) to provide for the satisfaction of the exercise of
options through issue of new shares of the Company or transfer
of existing issued shares of the Company (“Existing Shares”) or
a combination of both. A trust for the Share Option Scheme (the
“Trust”) was established in July 2006 pursuant to a trust deed
(the “Trust Deed”) between the Company and a trustee of the
Trust (the “Trustee”) to acquire Existing Shares for the purpose
of the Share Option Scheme. The Company or its subsidiaries
will provide finances to the Trust from time to time to enable the
Trust to acquire such shares.

The Trust, whose beneficiaries include eligible participants of the
Share Option Scheme who may be directors and chief executive
of the Group, is deemed to be a connected person of the
Company under the Listing Rules.

The grant of options to the directors and chief executive of the
Group (who are connected persons of the Company under the
Listing Rules) pursuant to the Share Option Scheme and the
provision of finances to the Trust from time to time constitute
continuing connected transactions for the Company under
Chapter 14A of the Listing Rules.

The independent non-executive directors of the Company had
reviewed such continuing connected transactions during the year
and confirmed that:

(1) during the year, 19,000,000 options were granted to the
Group Managing Director and certain eligible employees
of the Group pursuant to the Share Option Scheme.
850,000 options granted to employees were lapsed; and

2) during the year, the maximum subsisting amount of
the finances provided by the Group for the purchase of
Existing Shares was approximately HK$6,829,000 which
did not exceed the cap amount of HK$90 million as
disclosed in the announcement of the Company dated 10
March 2006. The provisions of such finances were made:

— in the ordinary and usual course of business of the
Group;
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1) REAEFERAREBERETIREH
19,000,000 ER ETFTEBEE L
RERETEEKEE -BFEEW
850,000 REEMRERETEERNLRN ; &

2 REFEER EEREHZESEES
SUBERERMDHN BB 6,829,000
T WRIBYABBAARR-ZBER
F=ZATHHBZAGABEENFE L
PR 90,000,000 7T » FiiRftzE S :

- BEREERER—RER
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Connected Transactions (continueq)

Share Option Scheme (continued)
2) (continued)

— on normal commercial terms or on terms no
less favourable than terms available to or from
independent third parties; and

— in accordance with the relevant agreement
governing them on terms that are fair and
reasonable and in the interests of the shareholders
of the Company as a whole.

Pursuant to Rule 14A.38 of the Listing Rules, the Company’s
auditors were engaged to report on the Group’s continuing
connected transactions regarding the master service agreement
and share option scheme as mentioned above in accordance
with Hong Kong Standard on Assurance Engagements 3000
“Assurance Engagements Other Than Audits or Reviews
of Historical Financial Information” and with reference to
Practice Note 740 “Auditor’s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules” issued by the
Hong Kong Institute of Certified Public Accountants. The auditors
have issued an unqualified letter containing their findings and
conclusions in respect of the continuing connected transactions
disclosed by the Group on pages 45 to 48 of this Annual Report
in accordance with Rule 14A.38 of the Listing Rules. A copy of
the auditors’ letter has been provided by the Company to the
Stock Exchange.

Save as disclosed above, there are no other transactions of
the Company which require disclosure in the annual report in

accordance with the Listing Rules.

Management Contracts

Except the Master Services Agreement disclosed in the section
of “Connected Transactions” above, no contract concerning the
management and administration of the whole or any substantial
part of the business of the Group was entered into or subsisted
during the year.

FAEA 5 =)
BERRHEsTEI (&)
@ (4

— BRE-REERRIAMIEROE
RTBRUBILE=ERNSZ
1R R

- DDRBEBEXZNHBEERRE
T MXBKABLFEE A
HEARDRARRERAE -

RIE EHIRBIE 14A.381F » AD B2 R EEE
ZEREEBZBEZEEREI0005FEHBE
M ERETERRBRAUMZEZRE RS
ZEBGHMAGR B 2 EBHRPIE 74058
[EAREB LHRBIFTMISERER 5 NZEE
i AEEEERE T HERBRESTS
ZEHERERSETRE - XQFZREEE
BIE EHEBE 14A 3B KB HRE 2 BRE R
% BERHEFRSERASER EIEEZFE
BERGZBARERENEISEI8E o
AT 2 BB AR TR A% AT R 4 2 Bl AN o

BASFEEE S AL EE RS AR
5 B E A -

BRENTRAERS |—HMRBE2RB IR
S RAFERABET VR FEEMNEELASE
EREXEAETMNEEXB2EERTRIF
MEK -
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Directors’ Interests in Competing
Business

None of the directors is interested in any business apart from the
Group’s business, which is likely to compete, either directly or
indirectly, with the business of the Group.

Directors’ Interests in Shares,
Underlying Shares and Debentures

As at 30 June 2011, the directors of the Company have the
following interests or short positions 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 (“SFQO”)) as recorded in the register required
to be kept by the Company under Section 352 of the SFO or
as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies (the “Model Code”) set out in
Appendix 10 to the Listing Rules:

EFENGPER 2 ER

BEEENEASEEBFEEIHERTH
BRHOEAREEER D EE AR -

EENKRG - HE KRG RE
F2Em

RZZB-——HXB=1H FEESRAQFHR
HEMBEQRR(ERRBSRPERA([EH
REEFRG DEXVEI EREARBERESZRHE
RPIEB2RMEMR 2 BT BMPAE 2K
7 BERAFZARKRS - HERO RES
ZESRREELTRAZ LW ARNESETRE
ZRENWBETFA(RETA DAMEARLF
REBBAXSMARAR (R 2 #s
LU

(A) The Company (A) &EAT
Approximate
percentage of
total issued
Number of share capital
shares/ of the Company
underlying ERAE
Nature of shares held BT
Name of director interest BERKB  Notes Total REBHEZ
EEfe e i S Jiopz3 @t Bmaaatt
KWEK Leng Hai Personal 2,300,000 2,300,000 0.95%
By s BA
LEUNG Wai Fung Personal 5,800,000 Note (a) 5,800,000 2.38%
RRE A Hiit (@)
WHANG Sun Tze Personal 27,123,743
BEtHE A
Corporate 19,326 Note (b) 27,143,069 11.15%
A B (b)
LO Kwong Chi, Clement  Personal 408,754 403,754 0.17%
BET A
TAN Lim Heng Personal 274,000 274,000 0.11%
BRARE A
DING Wai Chuen Personal 10,000 10,000 0.00%
TER A
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Directors’ Interests in Shares,
Underlying Shares and Debentures

50

(continued)
(B) Associated corporations (B) HEtEAT
Approximate
percentage
of total issued
share capital
Number of of associated
shares/ corporation
Name of underlying 1GEE AT
associated Nature of shares held CETRE
corporation Name of director interest X1 Total it d
BEASEE Exptz e R BE @t wmaEatt
Hong Leong Company KWEK Leng Hai Personal 420,500 420,500 2.61%
(Malaysia) Berhad s fAA
Guoco Group Limited KWEK Leng Hai Personal 3,800,775 3,800,775 1.16%
BEEEBERAA B! A
TAN Lim Heng Personal 566,230 566,230 0.17%
BRAK A
TSANG Cho Tai Personal 1,000 1,000 0.00%
BH%R fBA
DING Wai Chuen Personal 5,000 5,000 0.00%
TE# A
LO Kai Yiu, Anthony Personal 6,067 6,067 0.00%
BRUE EPN
Guocoland Limited KWEK Leng Hai Personal 35,290,914 35,290,914 2.98%
EEERERRAR B! A
WHANG Sun Tze Family 66,600 66,600 0.01%
ErE e
TAN Lim Heng Personal 1,337,777 1,337,777 0.11%
R R 5PN
TSANG Cho Tai Personal 357,333 357,333 0.03%
gE%R 5PN
Hong Leong Bank Berhad KWEK Leng Hai Personal 3,955,700 3,955,700 0.26%
B8 5PN
WHANG Sun Tze Family 129,000 129,000 0.01%
BEtE EY
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Directors’ Interests in Shares, EENEM HERBRE
Underlying Shares and Debentures  #2Z2##% @)

(continued)
(B) Associated corporations (continued) (B) HEtEAT
Approximate
percentage
of total issued
share capital
Number of of associated
shares/ corporation
Name of underlying EHE AT
associated Nature of shares held CRITRE
corporation Name of director interest LTy Total BE
BEATER EEftE e )t S @t BmaEastt
Hong Leong Financial Group KWEK Leng Hai Personal 2,316,800 2,316,800 0.22%
Berhad B! A
WHANG Sun Tze Family 534,092 534,092 0.05%
ErE EY
TAN Lim Heng Personal 245,700 245,700 0.02%
BRpk fBA
Hong Leong Industries Berhad ~ KWEK Leng Hai Personal 190,000 190,000 0.06%
B8 A
WHANG Sun Tze Family 105,600 105,600 0.05%
EfE EY
Guocoland (Malaysia) Berhad ~ KWEK Leng Hai Personal 226,800 226,800 0.03%
EICAY
B! A
TAN Lim Heng Personal 326,010 326,010 0.05%
B R EPN
Hume Industries (Malaysia) Sdn  WHANG Sun Tze Family 12,667 12,667 0.01%
Bhd (formerly known as Hume &.L# E
Industries (Malaysia) Berhad)
Hong Leong Capital Berhad KWEK Leng Hai Personal 1,000,000 1,000,000 0.41%
(formerly known as HLG HSiE A
Capital Berhad)
GuocoLeisure Limited TAN Lim Heng Personal 950,000 950,000 0.07%
B R EPN
Malaysian Pacific KWEK Leng Hai Personal 71,250 71,250 0.04%
Industries Berhad S A
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Directors’ Interests in Shares,
Underlying Shares and Debentures

(continued)

(B) Associated corporations (continued)

Notes:

(a) The interests of Mr. LEUNG Wai Fung represent the
interests in 200,000 ordinary shares of the Company
and 5,600,000 underlying shares in respect of the share
options granted by the Company exercisable within 30
months following the notification of entitlement to confirm
the vesting and the number of options exercisable in
accordance with the terms of grants.

(b) The interests disclosed represent the corporate interests
of Dr. WHANG Sun Tze in 18,457 ordinary shares and
869 ordinary shares in the Company held by SGR
Investment Company, Limited (“SGR”) and T.C. Whang &
Company (Private) Limited (“T.C. & Co.”) respectively. Dr.
WHANG Sun Tze holds 95.41% and 59.52% interests in
SGR and T.C. & Co. respectively.

All the interests disclosed in sections (A) and (B) above were long
positions in the ordinary shares of the Company or its associated
corporations.

Save as disclosed herein, none of the directors of the Company
had any interests or short positions in any shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under Section 352 of
the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

¢,

EERKG - HER D RE
HF 2R =)

t

(a) REBEEEBEZEZEARSE
A F200,000 AN AEBR K
5,600,000 R RIEAR A TR F AT L
BREEERD  EZERESE
BHRIABRECRBREETITHE
MIERESE % RERTZHRRA
BAEAHMET=TEARTE-

(b) PRAIEEREKELEBE L EBSCGR
Investment Company, Limited
(T'SGRJ) R T.C. Whang & Company
(Private) Limited ([T.C. & Co.1)%
BIFBEARAT 18,457 BB K 869
BREBRzER - E LT EESGR
RT.C. & Co. 7 Bl & H95.41% &k
59.52% Z R o

FRERERA R BBAKEZEZERER
AARFHEBEQNT 2 HFREBRRN

BRAXFRBEEN  BEECARITESIRA
DAREEMHE X (REZSRBERD
EXVBZER)EBEARBR S RPERAE
B2FMEMR 2 ELEMIPAE RN - B
BRAPZXRRN  HERORESZRRE
BETFURAS A AR RBRFT 2 ELR
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Share Options

The Company’s share option scheme (“Share Option Scheme”)
was adopted by the shareholders on 23 May 2003 and amended
and approved by the shareholders at the extraordinary general
meeting on 18 April 2006 (“Date of Approval”). The amendments
to the rules of the Share Option Scheme on the Date of Approval
by the shareholders was to, among others, allow grant of options
over newly issued shares and/or transfer of existing shares by
the Trust of the Company and to align the rules under Chapter
17 of the Listing Rules.

The purpose of the Share Option Scheme is to motivate the
employees and directors of the Group and the employees of
associated companies (“Eligible Employee”) and to allow them to
participate in the growth of the Company.

The total number of shares which may be issued and/or
transferred by the Trust upon exercise of all options to be
granted under the Share Option Scheme shall not in aggregate
exceed 10% of the issued share capital of the Company at the
Date of Approval of the Share Option Scheme. The maximum
entitlement for any Eligible Employee in respect of the total
number of shares issued and to be issued upon exercise of
options granted and to be granted in any 12 months period does
not exceed 1% of the shares in issue.

The option price per share upon exercise of any share option will
be determined by the directors upon the grant of share option. It
will not be less than the greatest of (a) the average closing price
of a share as stated in the daily quotation sheets issued by the
Stock Exchange for the five business days immediately preceding
the day of offer of such a share option; (b) the closing price of
a share as stated in the Stock Exchange’s daily quotation sheet
on the day of offer of such a share option, which must be a
business day; and (c) the nominal value of a share.

A nominal consideration of HK$1 is payable on acceptance of
the share option within 21 days inclusive of, and from the date of
making such offer.

The Share Option Scheme will remain in force for a period of 10

years commencing on 23 May 2003.

Rehx 2

AATzBRESE((BRETE DR
SERAZT=ZHERRMERR-ZZREF
mA+NE(#HERBRDRRRGHIAE LB
IRERHLAEIERT - RHALEBH - BEBBIREST IR
AlzZRETCERR2itE  (AhEE) &
HARHSRAQRAHBITROR, REBHE
ATEIRARD ZBERE - URREEWRA
E17 EERBELER -

ZEREFHEENBEEAZEEMESLL
g RAzRBE(AEREE]  ERET
SEADNFZEBR -

RIBBRESET FTREZMBBREETE
B ARk REBAETEEZRNDE
B EHAGEBEHBRESEIMERHALT
ERITROBEZ10% - AEM+ =185 HH
EAEEREERTEECRERETREZE
REZEERITRETRITROZBE  &HZT
SEBEETRDZ1% °

RITEEABRE SRROIABEHESS
REHKER - EEETIR(UKSERE)
QEEREZBREZANAEERAB
ZEBERRERFERZERROFIRTE
OEHZBEREER (BAREXR) BRIz
BRRERTEARZERROUTER )BR
HEE e

MEHAHET -+t —BRR  BRROBRKRE
AXNREBE 1T -

BRESBERHTE BH-ZFZT=FHA
“tH=HEBERK-
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Share Options (continueq)

As at 1 July 2010, there were no outstanding option pursuant to
the Share Option Scheme.

During the year, 19,000,000 options were granted to the Group
Managing Director and certain eligible employees of the Group
pursuant to the Share Option Scheme, particulars of which are
as follows:

BBRE

R-B—BELA—A  REMBEHBEHY
RATIE 2 B -

REAFER REEBEREFERLESH
19,000,000 R 2 BB ETFEEEZTHAKER
ETEERES HBWT :

Exercise

No. of price

Date of grant Grantees options per share

BHEH BIRA fERxERE BRITHEE

HK$

B
26 August 2010 LEUNG Wai Fung (Group Managing Director) 5,600,000 6.86 Note
—E-BF REE(REESHLE) iita

NA=+7H
Other employees of the Group 183,400,000 6.86 Note
SEHMES et
Total B E : 19,000,000
Note: Hfat -

The vesting of the Options is subject to fulfilment of certain prescribed
performance targets and contribution criteria being met by the Grantees
during the performance periods for the financial years 2010/2011
to 2013/2014. At the end of the relevant performance period, the
Board Remuneration Committee of the Company shall determine at its
discretion, the extent of achievement of the performance targets and
contribution criteria set out for that period, and decide on the vesting of
the Options and the number of Shares comprised in the vested Options.
Thereafter, the Grantees shall be notified of the vesting of the Options
(“Date of Notification”) and shall have an exercise period of up to 30
months following the Date of Notification to exercise the vested Options
in accordance with the terms of the grant.

During the year, 850,000 options granted to employees were
lapsed. Save as disclosed herein, no other options were vested,
exercised, lapsed or cancelled during the year. Accordingly,
the number of outstanding options was 18,150,000 at 30 June
2011.

EEBREDREE-_ZT-T /-E-—FE_F
—Z /B -NEPRFEZREPERNERAER
ETHRNRREGEREMAERE -RAEFEXRE™
ERE EBEFHEESERZEZPERFTTRZ
BERREEREM ATBREZEBREEERE
RESE2ROHE - BRAKEEN(THNEEH )
FHBREZRE TURBMSEHEH=1TEA
HATERRN - RER T 2ERITERS 2 BRE -

RAEER 850,000 BIRFET ZHBBREX
WMo RAXFIFEEEN REAFEALEELM
BREERIBE 76 AMIHBUE -
I R=FB——FXB=1H  REERES
Bl ARITHEZBRERHE 518,150,000 °
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Share Options (continueq)

Save for above, certain other subsidiaries of Hong Leong
Company (Malaysia) Berhad maintain share option schemes
or plans which subsisted at the end of the year or at any time
during the year, under which eligible directors of the Company
may be granted share options for acquisition of shares of
respective companies concerned. No person, being a director of
the Company during the year, held shares acquired in pursuance
of certain aforesaid share option schemes or plans.

Apart from above, at no time during the year was the Company,
its holding companies, subsidiaries or fellow subsidiaries a party
to any arrangements to enable the directors of the Company
to acquire benefits by means of acquisition of shares in or
debentures of the Company or any other body corporate.

Substantial Shareholders’ and
Other Persons’ Interests in Shares

As at 30 June 2011, the following shareholders (other than
directors of the Company whose interests or short positions in
the shares and underlying shares of the Company as disclosed
above) had interests or short positions in the shares and
underlying shares of the Company as recorded in the register
required to be kept by the Company pursuant to Section 336 of
the SFO:

BBRE

B k£ 3 Fr it & b > Hong Leong Company
(Malaysia) Berhad & FHEMHBARERIR
B EERTAEERE RN RDRE
EtEIR SR Bt XAREEKRESTE
RABEREAGAROZROAEE REAEFE
AN BEGARQATNESZALIEEREEST
PR HREBETER T RBAZRS ©

Br EXCPRILE SN RAFER  AQF - £
RADTE BB H[E R M B D B AR
BEXDEAREZTNT  UREALFTES
AHEWBARAREMEMEE 2RO RNES
EEN® -

FRRRZFHhEm

RZF——FXA=1+A REZFHRPEHK
Bl 3R EMB 2B BMAPHE T
AL (RRABRESHBERQAZBROREER
KA ZRBRDREERGD 2 EEBRINBER
RARBREBERAT 2 X B ROSEBRRD
2

Approximate

Number of percentage

shares held Notes of interest

BHAZRHEE Htat HEZBaHE

Hong Leong Company (Malaysia) Berhad (“HLCM”) 150,726,659 (A)+(B) 61.94%

QUEK Leng Chan 150,726,659 (A)+(B) 61.94%
SR

HL Holdings Sdn Bhd (“HLH”) 150,726,659 (A)+(B) 61.94%

Hong Leong Investment Holdings Pte Limited (“HLIH”) 150,726,659 (A)+(B) 61.94%

Davos Investment Holdings Private Limited (“Davos”) 150,726,659 (A)+(B) 61.94%

KWEK Leng Kee 150,726,659 (A)+(B) 61.94%
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Substantial Shareholders’ and
Other Persons’ Interests in Shares

(continued)

Notes:

(A) The interests comprised (i) 140,008,659 ordinary shares in
the Company held by GuoLine International Limited (“GIL"); (i)
1,393,000 ordinary shares in the Company held by Richly Choice
Development (PTC) Limited, a wholly-owned subsidiary of the
Company; and (i) 9,325,000 underlying shares of the Company
of other unlisted derivatives held by Oceanease Limited.

(B) GIL was a wholly-owned subsidiary of GuoLine Capital Assets
Limited (“GCA”) which in turn was a wholly-owned subsidiary of
HLCM. Oceanease Limited was a wholly-owned subsidiary of
GuocoEquity Assets Limited which in turn was a wholly-owned
subsidiary of Guoco Group Limited which in turn was 71.48%
owned by GuoLine Overseas Limited (“GOL”). GOL was a wholly-
owned subsidiary of GCA. By virtue of Section 316(2) of the
SFO, HLCM was 48.96% owned by Mr. QUEK Leng Chan as to
2.424% under his personal name and 46.534% via HLH which
was wholly-owned by him. HLCM was held as to 34.38% by
HLIH. Mr. KWEK Leng Kee held 41.92% interest in Davos which
in turn held 33.59% interest in HLIH.

All the interests disclosed under this section were long positions
in the ordinary shares of the Company.

Save as disclosed herein, no other person (other than directors
of the Company) has an interest or a short position in the shares
and underlying shares as recorded in the register required to be
kept by the Company pursuant to Section 336 of the SFO.

Purchase, Sale or Redemption of
the Company’s Listed Shares

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

FERRZFKER =)

BifaE -

(A) i B = B () GuolLine International
Limited ([ GIL) 8 7 2= 2 5] 140,008,659
R = 8 IR =2 # 2% (i) Richly Choice
Development (PTC) Limited * X AT Z2E
M AR > FHEMNARAEF 1,393,000 8K &}
IR ZEZ 5 R (i) Oceanease Limited RAZR
A H A I £ 674 T A 9,325,000 A% 48 BE A%
2R o

(B) GIL % Guoline Capital Assets Limited ([GCAJ)
Z2EMBAR #EAHCMZZEM
B X 7  Oceanease Limited BB RAE
EERARZZEMBLAR  #EREEE
EERATZZEK B AT » I HGuoline
Overseas Limited ([GOLJ) # B 71.48% °
GOLAGCAZZEMBATR - IRIEFF R
& {5 5l 38316(2) & # & * HLCM 2 48.96%
BEaARSBREEURABERTEF2424%
RIEEHLHEE 46.534% » #ERMMEERE
ZAaE e HLIHEF B HLCM 34.38% Z#EZ ©
KWEK Leng Kee 54546 Davos 41.92% 2
IR A€ Davos BI#FA HLIH 33.59% Z RRHE ©

BB IEEEERBEALAFRE
BRI

BRAXFMEEN  REZZRBEMHEHE
336RME MR 2 F L MATRC &% - WHEH M A
T(FRRAEEHRMNEEA 2 ARG R BER
Az KRR AR 2 B o

fBE s HESBOAATZ
EHEES

REAFER  ARAREEAHELDHRER
B HEFRBEAQTZEMEmES -
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Major Customers and Suppliers

Total sales to the Group’s five largest customers accounted for
less than 30% of the Group’s turnover for the year.

Total purchases from the Group’s five largest suppliers
accounted for less than 30% of the Group’s purchases for the
year.

Sufficiency of Public Float

At all times during the year, the Company has maintained the
prescribed public float under the Listing Rules, based on the
information that is publicly available to the Company and within
the knowledge of the directors.

Auditors

Messrs. PKF will retire at the forthcoming annual general
meeting of the Company. A resolution will be proposed at the
forthcoming annual general meeting to appoint Messrs. KPMG
as the Company’s Auditors.

By Order of the Board
KWEK Leng Hai
Chairman

Hong Kong, 29 August 2011

FEERRUERN

AEEETRANEBLUTFWHEERLER
SEAFEHEEINI0% e

AEBEAERANBELUHEBNBERGS
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PKF

Accountants &
business advisers

26/F, Citicorp Centre
18 Whitfield Road
Causeway Bay
Hong Kong

INDEPENDENT AUDITOR’S REPORT TO THE
SHAREHOLDERS OF LAM SOON (HONG KONG) LIMITED
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Lam
Soon (Hong Kong) Limited set out on pages 60 to 164, which
comprise the consolidated and company statements of financial
position as at 30 June 2011, and the consolidated income
statement, consolidated statement of comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory
information.

Directors’ Responsibility for the
Consolidated Financial Statements

The directors are responsible for the preparation of consolidated
financial statements that give a true and fair view in accordance
with Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants and the
Hong Kong Companies Ordinance and for such internal control
as the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material

misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

other person for the contents of this report.

RERBR(EB)STAIEBA

B
BIERIE T\

BEE®T LT /E

BIAZBMRERFIE(FE)RRATZE
B3R
(REBAMELZBRE )

R EE (AT R &) B F&IIHREE 60
Z164EHIE(EB)BERAT(TEXR ) HEKE
BUBERER  BESHBRREBER=-F——
FARA=THNGEEH BN KK D TR
MREBEZALFENRERER  HRE2
HUHER REEZZDRNGESRENRE
®URTESTHEGAERAMERE -

ESRMUBRRAKEN
B

EXAEERBEEESHMOASHEMANEBY
BHREZARBBARKIGERREEM QT
W RZEFEVBRR - EERAR/MLENR
B UEASMBERRNVES T FEER
HRFF S EE ER T BB B KA ERIR AL ©
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Auditor’s Responsibility (continueq)

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 consolidated

financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’'s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making th