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Segment reporting (Continued)

(b)

Reconciliations of reportable segment

liabilities (Continued)

revenue, profit or loss, assets and

At At
30 June 31 December
2012 2011
HK$'000 HK$'000
Assets
Reportable segment assets 731,480 694,446
Elimination of inter-segment receivables (64,148) (33,823)
667,332 660,623
Intangible assets 12,330 12,191
Interest in associates 359 690
Other financial assets 43,534 36,387
Deferred tax assets 9,468 11,625
Current tax recoverable 3,010 4,125
Unallocated head office and
corporate assets 300,940 215,115
Consolidated total assets 1,036,973 940,756
Liabilities
Reportable segment liabilities 319,022 235,166
Elimination of inter-segment payables (64,148) (33,823)
254,874 201,343
Deferred tax liabilities 67 22
Current tax payable 7,604 9,554
Unallocated head office and
corporate liabilities 27,448 22,824
Consolidated total liabilities 289,993 233,743
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Seasonality of operations

The group’s plush stuffed toys and ride-on toys, on average experience higher sales in
the second half year, compared to the first half year, due to the increased demand of its
products during the holiday season. As such, the first half year reports lower revenues and

segment results for these segments than the second half.

Profit before taxation

Profit before taxation is arrived at after charging/(crediting):

Six months ended 30 June

2012 2011
HK$'000 HK$'000
(a)  Finance costs
Interest expense on bank loans wholly
repayable within five years 602 496
(b)  Other items
Amortisation of land lease premium 270 205
Depreciation 10,872 12,116
Operating lease charges: minimum lease
payments in respect of property rentals 11,459 11,139
Inventories write-down and losses 2,062 2,748
Reversal of write-down of inventories (2,183) (747)
Bank interest income (2,694) (1,284)
Interest income from other financial assets (68) (509)
Net realised and unrealised loss on other
financial assets 300 77
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Income tax

Six months ended 30 June

2012 2011

HK$'000 HK$'000

Current tax — Hong Kong Profits Tax 1,183 1,136
Current tax — Outside Hong Kong 9,448 1,188
Deferred taxation 1,868 609
12,499 2,933

The provision for Hong Kong Profits Tax for 2012 is calculated at 16.5% (2011: 16.5%)
of the estimated assessable profits for the period. Taxation for subsidiaries outside Hong
Kong is similarly calculated using the estimated annual effective rates of taxation that are

expected to be applicable in the relevant countries.

Earnings per share

(a)  Basic earnings per share

The calculation of basic earnings per share is based on the profit attributable to
ordinary equity shareholders of the company of HK$43,215,000 (six months ended
30 June 2011: HK$25,985,000) and the weighted average number of ordinary
shares of 672,165,000 shares (six months ended 30 June 2011: 672,165,000

shares).

(b)  Diluted earnings per share

The diluted earnings per share is the same as the basic earnings per share for
both six months ended 30 June 2012 and 2011 as the potential ordinary shares in
respect of outstanding share options are anti-dilutive.
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Other financial assets

At At
30 June 31 December
2012 2011
HK$'000 HK$'000
Non-current
Equity-linked securities (notes (i) & (vi)) 9,722 3,132
Available-for-sale debt securities — unlisted
(note (ii)) 6,538 6,516
Available-for-sale equity securities — unlisted
(note (iii)) 13,600 13,400
29,860 23,048
Current
Equity-linked securities (notes (iv) & (vi)) 13,674 10,165
Held-to-maturity debt securities — unlisted
(note (v)) - 3,174
13,674 13,339
43,534 36,387

Notes:

(i) Equity-linked securities as at 30 June 2012 represent three structured funds placed
with investment banks in Korea, amounting to HK$3,101,000 (31 December 2011:
HK$3,132,000), HK$3,323,000 (31 December 2011: HK$nil) and HK$3,298,000
(31 December 2011: HK$nil), with guaranteed principal and variable interest linked
to the Korea Composite Stock Price Index 200, the Korea Composite Stock Price
Index 200, and the Hang Seng China Enterprises Index and the Korea Composite
Stock Price Index 200 and maturity date of 8 February 2014, 3 September 2013

and 3 September 2013, respectively.

(ii)  Available-for-sale debt securities — unlisted represents an investment in bonds
issued by an investment bank in Korea with a maturity date of 30 March 2039.
Management has no intention to hold the investment to maturity.
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Other financial assets (Continued)

Notes: (Continued)

(iii)

(iv)

(v)

(vi)

(vii)

Available-for-sale equity securities — unlisted represents an investment in a Korean
private company which carried at cost.

Equity-linked securities as at 30 June 2012 represent three structured funds placed
with an investment bank in Korea, amounting to HK$3,356,000, HK$6,982,000 and
HK$3,336,000, with guaranteed principal and variable interest linked to the Korea
Composite Stock Price Index 200, the Korea Composite Stock Price Index 200,
and the Hang Seng China Enterprises Index and the Korea Composite Stock Price
Index 200 and maturity date of 5 March 2013, 10 August 2012 and 5 March 2013,
respectively.

Equity-linked securities as at 31 December 2011 represented two structured
funds placed with investment banks in Korea, amounting to HK$3,366,000 and
HK$6,799,000, with guaranteed principal and variable interest linked to the Korea
Composite Stock Price Index 200 and maturity date of 25 May 2012 and 10 August
2012, respectively.

Held-to-maturity debt securities — unlisted as at 31 December 2011 represented
an investment in commercial paper with a maturity date of 12 January 2012 and
interest-bearing at 6.50% per annum which carried at amortised cost.

The equity-linked securities are hybrid instruments that include non-derivative host
contracts and embedded derivatives. Upon inception, the financial instruments are
designated as fair value through profit or loss with changes in fair value recognised

in the income statement.

None of the above other financial assets are past due or impaired.
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Fixed assets

During the six months ended 30 June 2012, the group acquired items of fixed assets with
a cost of HK$27,501,000 (six months ended 30 June 2011: HK$11,742,000). Iltems of
fixed assets with a net book value of HK$383,000 were disposed of during the six months
ended 30 June 2012 (six months ended 30 June 2011: HK$6,820,000), resulting in a
gain on disposal of HK$175,000 (six months ended 30 June 2011: HK$7,008,000).

On 15 April 2011, a subsidiary of the company in Suzhou, the PRC disposed of a
warehouse together with the associated land use right (the “Land and Warehouse”) in
Suzhou, at a cash consideration of RMB10,933,000 (equivalent to HK$13,010,000) plus
a right to occupy the Land and Warehouse from 1 May 2011 to 31 December 2012. The
transaction is considered as a sales and operating leaseback arrangement and recorded a
gain on disposal of RMB5,865,000 (equivalent to HK$6,980,000) in other net gain for the
period ended 30 June 2011.

Inventories
During the six months ended 30 June 2012, an amount of HK$2,183,000 (six months

ended 30 June 2011: HK$747,000) has been recognised as a reversal of write-down of
inventories. The reversal arose upon disposal of these inventories.
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Trade and other receivables

Included in trade and other receivables are trade debtors and bills receivable (net of
allowance for doubtful debts) with the following ageing analysis as of the balance sheet

date:
At At
30 June 31 December
2012 2011
HK$'000 HK$'000
Current 111,988 144,055
Less than 1 month past due 17,575 35,567
1 to 3 months past due 3,242 421
More than 3 months but less than 12 months
past due 400 1,439
More than 12 months past due 319 90
Trade debtors and bills receivable, net of
allowance for doubtful debts 133,524 181,572
Other receivables and prepayments 54,125 53,406
Amount due from ultimate holding company 3,409 5,105
191,058 240,083

Trade debtors and bills receivable are due within 30 days to 60 days from the date of
billing. Debtors with balances that are more than 3 months past due are requested to settle
all outstanding balances before any further credit is granted.
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Cash and cash equivalents and time deposits

At At
30 June 31 December
2012 2011
HK$'000 HK$'000
Time deposits within three months to maturity
when placed 34,743 63,721
Cash at bank and in hand 156,909 113,394
Cash and cash equivalents in the consolidated
balance sheet and condensed consolidated
cash flow statement 191,652 177,115
Time deposits with more than three months to
maturity when placed 109,288 38,000
300,940 215,115

Trade and other payables

Included in trade and other payables are trade creditors with the following ageing analysis

as of the balance sheet date:

At At

30 June 31 December

2012 2011

HK$'000 HK$'000

Due within 1 month or on demand 54,496 40,013
Due after 1 month but within 3 months 27,010 24,889
Due after 3 months but within 6 months 2,313 245
Due after 6 months but within 1 year 618 101
Trade creditors 84,437 65,248
Accrued charges and other payables 147,733 119,888
Loan from holder of non-controlling interests 13,961 13,979
Amount due to ultimate holding company 4,984 783
Amount due to a fellow subsidiary 2,508 820
Amount due to an associate 1,251 625
254,874 201,343
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14  Capital, reserves and dividends
(a) Dividends

Dividends payable to equity shareholders attributable to the previous financial year,
approved and paid during the interim period

Six months ended 30 June

2012 2011
HK$'000 HK$'000
Final dividend in respect of the previous
financial year, approved and paid during
the interim period, of HK nil cents per
ordinary share (six months ended 30
June 2011: HK4 cents per ordinary
share) - 26,887

(b)  Equity settled share-based transactions

On 23 December 2011, 4,900,000 share options were granted to the directors and
the employees of the company under the company’s share option scheme. Each
option gives the holder the right to subscribe for one ordinary share of US$0.01
each of the company. These share options will vest on 22 December 2013, and
then be exercisable until 2016. The exercise price is HK$0.466, being the weighted
average closing price of the company’s ordinary shares immediately before the
grant. No options were granted during the period ended 30 June 2012.

No options were exercised during the six months ended 30 June 2012 (2011: nil).
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Capital commitments outstanding not provided for in the interim financial report

At At

30 June 31 December

2012 2011

HK$'000 HK$'000

Contracted for 4,797 14,510
Authorised but not contracted for 19 12,030
4,816 26,540

Contingent liabilities

In March 2011, a customer (the “Customer”) initiated a claim against a subsidiary of the
company in the PRC (the “PRC Subsidiary”) and requested compensation from the PRC
Subsidiary in respect of products manufactured by the PRC Subsidiary and sold to the
Customer during the year ended 31 December 2010 (the “Claim”). The Customer filed
and served its Statement of Claim to the Hong Kong High Court on 30 March 2012 and
requested a compensation of US$3,910,000 (equivalent to HK$30,324,000), plus statutory
interest and costs. Having considered the Claim in conjunction with the company’s legal
counsel, the board of directors believes that the PRC Subsidiary is unlikely liable to the
Claim. No provision has been recorded as at 30 June 2012 and 31 December 2011.

29



Dream International Limited Interim Report 2012

17  Material related party transactions

During the six months ended 30 June 2012, the group entered into the following
transactions with its related parties:

Six months ended 30 June

Note 2012 2011
HK$'000 HK$'000
(a)  Key management personnel
remuneration
Salaries and other short-term
benefits 6,201 5,672
(b)  Sales of goods to
Ultimate holding company 437 -
A fellow subsidiary 139 209
(c)  Purchase of goods from
An associate 7,799 7,090
(d)  Purchase of materials from
A fellow subsidiary 17 -
An associate 81 8
(e)  Commission received/
receivable from
A fellow subsidiary 2,783 1,592
(f) Sharing of administrative
services from
Ultimate holding company (1) 7,906 5,947
(g)  Rental paid/payable to
Ultimate holding company 1,439 1,485
(h)  Processing fees paid/payable to
An associate (ii) 1,050 2,951

Notes:

(i) Sharing of administrative services from the ultimate holding company relates to
administrative services performed for the company which is charged on actual basis.

(ii) Processing fees paid/payable to an associate relate to subcontracting services
provided.
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ADDITIONAL INFORMATION PROVIDED IN ACCORDANCE WITH THE
LISTING RULES

INTERIM DIVIDEND

The Board did not recommend the payment of interim dividend for the six months
ended 30 June 2012 (30 June 2011: HK nil cents per ordinary share).

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY OR ANY ASSOCIATED CORPORATION

As at 30 June 2012, the interests and short positions of each director and chief
executive in the shares, underlying shares and debentures of the company and its
associated corporations (within the meaning of the Securities and Futures Ordinance
(the “SFQ")) as recorded in the register required to be kept by the company under
Section 352 of Part XV of the SFO or otherwise notified to the company and The Stock
Exchange of Hong Kong Limited (“SEHK”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) were as follows:
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ADDITIONAL INFORMATION PROVIDED IN ACCORDANCE WITH THE
LISTING RULES (Continued)

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY OR ANY ASSOCIATED CORPORATION (Continued)

(i) Long position in ordinary shares of US$0.01 each

Number of ordinary shares held

Percentage
of issued
share capital
Personal Family Corporate of the
interests interests interests Total company
(Note 1)
The company
Kyoo Yoon Choi 1,000 - 455,000,000 455,001,000 67.69%
(Note 4) (Note 2)
(Note 4)
Young M. Lee 2,500,000 - - 2,500,000 0.37%
James Chuan Yung Wang 520,000 - - 520,000 0.08%
C &H Co., Ltd
Kyoo Yoon Choi 189,917 124,073 - 313,990 61.95%

(Note 3)
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ADDITIONAL INFORMATION PROVIDED IN ACCORDANCE WITH THE
LISTING RULES (Continued)

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY OR ANY ASSOCIATED CORPORATION (Continued)

(i)

(i)

Long

Notes:

1.

Long

position in ordinary shares of US$0.01 each (Continued)

The shares are registered under the names of the directors and chief executives of
the company who are the beneficial owners.

Kyoo Yoon Choi in his own name holds approximately 37.47% of the issued
share capital of C & H Co., Ltd, and together with his wife, Woul Hee Cha, hold
approximately 61.95% of the issued share capital of C & H Co., Ltd which owned
382,850,000 shares in the company. In addition, Kyoo Yoon Choi beneficially owns
100% of interest of Uni-Link Technology Limited which owned 72,150,000 shares of
the company.

The wife of Kyoo Yoon Choi, Woul Hee Cha, holds approximately 24.48% of the
issued share capital of C & H Co., Ltd.

C & H Co., Ltd owned 382,850,000 shares of the company as at 30 June 2012.
It sold the entire shares of the company to Kyoo Yoon Choi on 27 July 2012. His
personal interests and corporate interests in the company became 382,851,000
shares and 72,150,000 shares respectively and the total interests remained
unchanged.

positions in underlying shares of the company

The directors and chief executives of the company have been granted options
under the company’s share option scheme, details of which are set out in the
section “Share option scheme” below.

Save as disclosed above, at no time during the period under review, the directors and
chief executives (including their spouses and children under 18 years of age) had
any interests or exercised, any rights to subscribe for shares of the company and its
associated corporations required to be disclosed pursuant to the SFO or otherwise
notified to the company and the SEHK pursuant to the Model Code.
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ADDITIONAL INFORMATION PROVIDED IN ACCORDANCE WITH THE
LISTING RULES (Continued)

SHARE OPTION SCHEME

The company has a share option scheme which was adopted on 22 January 2002
whereby the directors of the company are authorised, at their discretion, to invite
employees of the group, including directors of any company in the group, to take up
options to subscribe for shares of the company. The exercise price of the options is
the highest of (i) the nominal value of the shares, (ii) the closing price of the shares on
the SEHK on the date of grant and (iii) the average closing price of the shares on the
SEHK for the five business days immediately preceding the date of grant. The options
may be exercised progressively after one to three years from the date of grant and are
exercisable for a period to be notified by the directors to each option holder upon the
grant of the option. Such period will not exceed ten years from the date on which the
option is granted.

The maximum number of shares which may be issued upon the exercise of all
outstanding options and yet to be exercised under the share option scheme shall not
exceed 30% of the issued share capital of the company from time to time. Subject to
the above overall limit, the directors may grant options under the share option scheme,
generally and without further authority, in respect of such number of shares which may
be issued upon exercise of all options to be granted under the share option scheme
not exceeding 10% of the issued share capital of the company as at 7 February 2002,
being the date on which the company’s shares were listed on the SEHK. For the
purpose of calculating the above, options lapsed in accordance with the share option
scheme shall not be counted.

The total number of securities available for issue under the share option scheme as
at 30 June 2012 was 42,835,000 shares (including options for 4,900,000 shares that
have been granted but not yet lapsed or exercised) which represented 6.37% of the
issued share capital of the company at 30 June 2012. In respect of the maximum
entitlement of each participant under the scheme, the number of securities issued and
to be issued upon exercise of the options granted to each participant in any 12-month
period is limited to 1% of the company’s ordinary shares in issue.
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ADDITIONAL INFORMATION PROVIDED IN ACCORDANCE WITH THE
LISTING RULES (Continued)

SHARE OPTION SCHEME (Continued)

As at 30 June 2012, the directors and employees in aggregate of the group had the
following interests in options to subscribe for shares of the company granted at nominal
consideration under the share option scheme of the company. The options are unlisted.
Each option gives the holder the right to subscribe for one ordinary share of the
company of par value US$0.01 each.

Number of options
Period during Exercise Balance at Lapsed Balance at
Date  which options price 1 January during 30 June
granted  exercisable per share 2012 the period 2012
(Note 1) (Note 2)
Directors:
Young M. Lee 23 December 2011 23 December 2013 to HK$0.466 200,000 - 200,000
22 December 2016
James Chuan Yung Wang 23 December 2011 23 December 2013 to HK$0.466 200,000 - 200,000
22 December 2016
Hyun Ho Kim 23 December 2011 23 December 2013 to HK$0.466 150,000 - 150,000
22 December 2016
Employees in aggregate: 23 December 2011 23 December 2013 to HK$0.466 4,350,000 - 4,350,000
22 December 2016
4,900,000 - 4,900,000
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ADDITIONAL INFORMATION PROVIDED IN ACCORDANCE WITH THE
LISTING RULES (Continued)

SHARE OPTION SCHEME (Continued)

Notes:

1. Share options granted on 23 December 2011 shall be wholly exercisable from the 2nd
anniversary of the date of grant.

2. Pursuant to the conditions of the share option scheme, any unexercised number of options
granted to any employee will lapse three months after the employee ceases the employment
relationship with the company.

The life of the above granted share options is five years commencing on the date on
which an option is granted in accordance with the scheme.

Save as disclosed above, at no time during the period was the company, its holding
company, its associated companies or fellow subsidiaries a party to any arrangement to
enable the directors and chief executive of the company (including their spouses and
children under 18 years of age) to hold any interests or short positions in the shares in,
or underlying shares in, or debentures of, the company and its associated corporations
required to be disclosed pursuant to the SFO or otherwise notified to the company and
the SEHK pursuant to the Model Code.
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ADDITIONAL INFORMATION PROVIDED IN ACCORDANCE WITH THE
LISTING RULES (Continued)

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND SHORT POSITIONS
IN THE SHARES AND UNDERLYING SHARES OF THE COMPANY

The register of substantial shareholders required to be kept under Section 336 of Part
XV of the SFO shows that as at 30 June 2012, the company had been notified of the
following substantial shareholders’ interests and short positions, being 5% or more of
the company’s issued share capital. These interests are in addition to those disclosed
above in respect of directors and chief executives:

Percentage of

Capacity in the issued

which shares Number of share capital of

Name were held shares held the company
C & H Co., Ltd (Note) Beneficial owner 382,850,000 56.96%
Uni-Link Technology Beneficial owner 72,150,000 10.73%

Limited (Note)

Note: Kyoo Yoon Choi, being a director of C & H Co., Ltd, together with his wife, Woul Hee Cha,
hold approximately 61.95% of the issued share capital of C & H Co., Ltd and Kyoo Yoon
Choi beneficially owns 100% of the issued share capital of Uni-Link Technology Limited.
Kyoo Yoon Choi is considered to have deemed interests in the 455,001,000 ordinary shares
as to approximately 67.69% of the issued shares of the company. James Wang, being a
director of the company, is also a director of Uni-Link Technology Limited.

C & H Co., Ltd sold the entire interests to Kyoo Yoon Choi on 27 July 2012. Mr. Choi's
deemed interests in the company remained unchange after buying the interests from
C & H Co., Ltd.

Save as disclosed above, as at 30 June 2012, the company is not aware of any other

registered substantial shareholder who holds 5% or more of the issued share capital of
the company.
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ADDITIONAL INFORMATION PROVIDED IN ACCORDANCE WITH THE
LISTING RULES (Continued)

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED
SHARES

During the six months ended 30 June 2012, neither the company nor any of its
subsidiaries has purchased, sold or redeemed any of the company’s shares.

COMPLIANCE WITH THE CODE ON CORPORATE GOVERNANCE
PRACTICES

During the six months ended 30 June 2012, the company has fully complied with
the Code on Corporate Governance Practices as set out in Appendix 14 of the Rules
Governing the Listing of Securities (the “Listing Rules”) on the SEHK.

MODEL CODE FOR SECURITIES TRANSACTIONS

The company has adopted a code of conduct regarding directors’ securities
transactions on terms no less exacting than the required standard set out in Appendix
10 of the Listing Rules regarding the Model Code. Based on the specific enquires of the
company’s directors, the directors have complied with the required standard set out in
the Model Code.

AUDIT COMMITTEE

The Audit Committee has reviewed with management the accounting principles and
practices adopted by the group and discussed internal control and financial reporting
matters of the interim results for the six months ended 30 June 2012.

By order of the Board
Young M. LEE
Director

Hong Kong, 31 August 2012
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