Notes to the Accounts
AR B FfiaE

Raymond Industrial Limited (the “Company”) was
incorporated in Hong Kong in 1964. The principal
activities of the Company and its subsidiaries (the
“Group”) are investment holding, manufacturing and sale
of electrical home appliances in North America, Japan,
Australia, Europe and the People’s Republic of China
(the “PRC”), manufacturing and sale of cigarette paper
in the PRC and property leasing in Hong Kong.

The principal accounting policies adopted in the
preparation of these accounts are set out below:

The accounts have been prepared in accordance with
accounting principles generally accepted in Hong Kong
and comply with accounting standards issued by the
Hong Kong Institute of Certified Public Accountants
(“HKICPA”). They have been prepared under the historical
cost convention except for investment properties which
are stated at fair value.

In the current year, the Group has early adopted Hong
Kong Accounting Standard 40 “Investment Property”
issued by the HKICPA (“HKAS40”). The changes to the
Group’s accounting policy on investment properties and
the effect of adopting HKAS40 are set out in note 2(e)(i)
below.

The HKICPA has also issued a number of other new
and revised Hong Kong Financial Reporting Standards
and Hong Kong Accounting Standards (“other new
HKFRSs”) which are effective for accounting periods
beginning on or after 1st January 2005. The Group has
not early adopted these other new HKFRSs in the
accounts for the year ended 31st December 2004. The
Group has already commenced an assessment of the
impact of these other new HKFRSs but is not yet in a
position to state whether these other new HKFRSs would
have a significant impact on its results of operations
and financial position.
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Notes to the Accounts
AR B FfiaE

The consolidated accounts include the accounts of the
Company and its subsidiaries made up to 31st December.

Subsidiaries are those entities in which the Company,
directly or indirectly, controls the composition of the board
of directors, controls more than half the voting power or
holds more than half of the issued share capital.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated profit and loss
account from the effective date of acquisition or up to
the effective date of disposal, as appropriate.

All significant intercompany transactions and balances
within the Group are eliminated on consolidation.

The gain or loss on the disposal of a subsidiary
represents the difference between the proceeds of the
sale and the Group’s share of its net assets together
with any unamortised goodwill/negative goodwill or
goodwill/negative goodwill taken to reserves and which
was not previously charged or recognised in the
consolidated profit and loss account and any related
accumulated foreign currency translation reserve.

Minority interests represent the interests of outside
shareholders in the operating results and net assets of
subsidiaries.

In the Company’s balance sheet, the investments in
subsidiaries are stated at cost less provision for
impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable.
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Notes to the Accounts
AR B FfiaE

A jointly controlled entity is a contractual arrangement
whereby the Group and other parties undertake an
economic activity which is subject to joint control and
none of the participating parties has unilateral control
over the economic activity.

The consolidated profit and loss account includes the
Group’s share of the results of jointly controlled entities
for the year, and the consolidated balance sheet includes
the Group’s share of the net assets of the jointly
controlled entities and goodwill/negative goodwill (net of
accumulated amortisation) on acquisition.

An associate is a company, not being a subsidiary or a
jointly controlled entity, in which an equity interest is
held for the long-term and significant influence is
exercised in its management.

The consolidated profit and loss account includes the
Group’s share of the result of an associate for the year,
and the consolidated balance sheet includes the Group’s
share of the net assets of the associate and goodwill/
negative goodwill (net of accumulated amortisation) on
acquisition.
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Notes to the Accounts
AR B FfiaE

Transactions in foreign currencies are translated at
exchange rates ruling at the transaction dates. Monetary
assets and liabilities expressed in foreign currencies at
the balance sheet date are translated at rates of
exchange ruling at the balance sheet date. Exchange
differences arising in these cases are dealt with in the
profit and loss account.

The balance sheets of subsidiaries, jointly controlled
entities and an associate expressed in foreign currencies
are translated at the rates of exchange ruling at the
balance sheet date whilst the profit and loss accounts
are translated at an average rate. Exchange differences
are dealt with as movements in reserves.

Goodwill represents the excess of the cost of an
acquisition over the fair value of the Group’s share of
the net assets of the acquired subsidiaries at the date
of the acquisition. Goodwill is recognised as an asset in
the balance sheet and is amortised using the straight-
line method over its estimated useful life of 10 years.

Where an indication of impairment exists, the carrying

amount of goodwill is assessed and written down
immediately to its recoverable amount.

Product development costs are expensed as incurred.
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Notes to the Accounts
AR B FfiaE

Investment properties are properties which are held
either to earn rental income or for capital appreciation
or for both.

Investment properties are initially measured at its cost,
including related transaction costs. After initial
recognition, investment properties are carried at fair
value, representing open market value determined
annually by independent qualified valuers who have an
appropriate recognised professional qualification and
recent experience in the location and category of
property being valued. Open market value is the best
price at which the sale of an interest in a property would
have been completed unconditionally for cash
consideration on the date of valuation, assuming (a) a
willing seller; (b) that, prior to the date of valuation,
there had been a reasonable period (having regards to
the nature of the property and the state of the market)
for the prior marketing of the interest, for the agreement
of price and terms and for completion of the sale; (c)
that the state of the market, level of values and other
circumstances were, on any earlier assumed date of
exchange of contracts, the same as the date of valuation;
(d) that no account is taken of any additional bid by a
purchaser with a special interest; and (e) that both parties
to the transaction had acted knowledgeably, prudently
and without compulsion. The valuations are also based
on the assumption that the properties are sold on the
open market without the benefit of deferred term
contracts, leasebacks, joint venture, management
agreements or any similar arrangements which could
affect the values of the properties. No allowance has
been made in the valuations for any charges, mortgages
or amounts owing on the properties nor any expenses
or taxation which may be incurred in effecting a sale.

Changes in fair value are recognised in the profit and
loss account.
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Notes to the Accounts
AR B FfiaE

In prior years, investment properties were stated in the
balance sheet at open market value determined by
independent qualified valuers at intervals of not more
than three years and by professionally qualified
executives of the Group in each of the intervening years.
Increases in valuation were credited to the investment
properties revaluation reserve. Decreases in valuation
were first set off against increases on earlier valuations
on a portfolio basis and thereafter were debited to
operating profit. Any subsequent increases were credited
to operating profit up to the amount previously debited.

The adoption of HKAS40 represents a change in
accounting policy of which the effect was adjusted to
the opening balances at 1st January 2004 in accordance
with the transitional provisions of HKAS40. As a result,
the comparative figures have not been restated. The
adoption of HKAS40 has increased the retained earnings
at 1st January 2004 of the Group and the Company by
HK$116,399,483 and HK$116,373,944 respectively and
the Group’s profit for the year by HK$63,741,131.

Construction in progress represents machinery pending
installation and investment in building where construction
work has not been completed. Construction in progress
is stated at cost, which includes construction
expenditures, installation and other direct costs
capitalised during the construction period.

No depreciation is provided on the construction in
progress until they are put into use and transferred to
fixed assets upon completion.
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Notes to the Accounts
AR B FfiaE

Other fixed assets, comprising properties, plant and
machinery, furniture, fixtures and equipment, moulds and
motor vehicles are stated at cost less accumulated
depreciation and accumulated impairment losses.

Fixed assets are depreciated at rates sufficient to write
off their cost less accumulated impairment losses over
their estimated useful lives on a straight-line basis or
reducing balance basis. The principal annual rates are
as follows:

Leasehold properties S

Plant and machinery ﬁ%&ﬁk P
Furniture, fixtures and equipment R -EKERT
Moulds T

Motor vehicles A

The useful lives of assets and depreciation method are
reviewed periodically.

At each balance sheet date, both internal and external
sources of information are considered to assess whether
there is any indication that assets included in
construction in progress and other fixed assets are
impaired. If any such indication exists, the recoverable
amount of the asset is estimated and where relevant, an
impairment loss is recognised to reduce the asset to its
recoverable amount. Such impairment losses are
recognised in the profit and loss account.

The gain or loss on disposal of a fixed asset is the
difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised
in the profit and loss account.
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Notes to the Accounts
AR B FfiaE

Leases where substantially all the risks and rewards of
ownership of assets remain with the leasing company
are accounted for as operating leases. Payments made
under operating leases net of any incentives received
from the leasing company are charged to the profit and
loss account on a straight-line basis over the lease
periods.

Inventories comprise stocks and work in progress and
are stated at the lower of cost and net realisable value.
Cost, calculated on the weighted average cost formula,
comprises materials, direct labour and an appropriate
proportion of all production overhead expenditure. Net
realisable value is determined on the basis of anticipated
sales proceeds less estimated selling expenses.

Provision is made against debtors to the extent they are
considered to be doubtful. Debtors in the balance sheet
are stated net of such provision.

Cash and cash equivalents are carried in the balance
sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents comprise cash on
hand and deposits held at call with banks.

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past events,
it is probable that an outflow of resources will be required
to settle the obligation, and a reliable estimate of the
amount can be made. Where the Group expects a
provision to be reimbursed, the reimbursement is
recognised as a separate asset but only when the
reimbursement is virtually certain.
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Notes to the Accounts
AR B FfiaE

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

Employee entitlements to sick leave and maternity or
paternity leave are not recognised until the time of leave.

Based on local laws and regulations, the Group maintains
defined contribution retirement plans for its eligible Hong
Kong employees, the assets of which are held in separate
trustee administered funds. Contributions to the plan
range from 5% to 10% of the employees’ salary. The
Group’s contributions to the plans are expensed as
incurred and are reduced by contributions forfeited by
those employees who leave the plans prior to vesting
fully in the contributions.

Pursuant to PRC laws and regulations, contributions to
the defined contribution retirement schemes for the
Group’s local staff are made to the relevant government
authorities in the PRC, which are calculated based on
certain percentages of the applicable payroll costs as
stipulated under the requirements in the PRC. These
contributions are charged to the consolidated profit and
loss account as incurred.
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Notes to the Accounts
AR B FfiaE

Deferred taxation is provided in full, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the accounts. Taxation rates enacted or
substantially enacted by the balance sheet date are used
to determine deferred taxation.

Deferred tax assets are recognised to the extent that it
is probable that future taxable profit will be available
against which the temporary differences can be utilised.

Deferred taxation is provided on temporary differences
arising on investments in subsidiaries, an associate and
jointly controlled entities, except where the timing of the
reversal of the temporary difference can be controlled
and it is probable that the temporary difference will not
reverse in the foreseeable future.

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation
arising from past events that is not recognised because
it is not probable that outflow of economic resources will
be required or the amount of obligation cannot be
measured reliably.

A contingent liability is not recognised but is disclosed
in the notes to the accounts. When a change in the
probability of an outflow occurs so that outflow is
probable, it will then be recognised as a provision.

A contingent asset is a possible asset that arises from
past events and whose existence will be confirmed only
by the occurrence or non-occurrence of one or more
uncertain events not wholly within the control of the Group.

Contingent assets are not recognised but are disclosed
in the notes to the accounts when an inflow of economic
benefits is probable. When inflow is virtually certain, an
asset is recognised.
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Notes to the Accounts
AR B FfiaE

Turnover represents (i) the gross invoiced sales by the
Group to outside customers, net of discounts and returns;
and (ii) gross rental income from leasing of investment
properties.

Provided it is probable that the economic benefits
associated with a transaction will flow to the Group and
the revenue and costs, if applicable, can be measured
reliably, turnover and other revenues are recognised on
the following bases:

Revenue from the sale of goods is recognised on the
transfer of significant risks and rewards of ownership,
which generally coincides with the time when the goods
are delivered to customers and title has passed.

Interest income is recognised on a time proportion basis,
taking into account the principal amounts outstanding
and the interest rates applicable.

Operating lease rental income is recognised on a
straight-line basis.

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready
for its intended use or sale are capitalised as part of the
cost of that asset.

All other borrowing costs are charged to the profit and
loss account in the year in which they are incurred.
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Notes to the Accounts
AR B FfiaE

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

Unallocated costs represent corporate expenses.
Segment assets consist primarily of fixed assets,
inventories, receivables, operating cash and investment
properties, and mainly exclude corporate bank balances.
Segment liabilities comprise operating liabilities and
exclude items such as taxation and certain corporate
borrowings. Capital expenditure comprises additions to
fixed assets.

In respect of geographical segment reporting, sales are
based on the country in which the customer is located.
Total assets and capital expenditure are where the assets
are located. Segment revenues, segment expenses and
segment performance include transfers between
geographical segments. Such transfers are accounted
for using a markup on cost between geographical
segments. Those transfers are eliminated on
consolidation.
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Notes to the Accounts

L
3. TURNOVER, REVENUES AND SEGMENT 3. &I - WAMSBER
INFORMATION
2004 2003
—EZNF —ETET=F
HK$ HK$
T BT
Turnover -
Sale of electrical home appliances HERAES 890,784,727 630,517,016
Sale of cigarette paper iHE B 164,697,507 163,855,195
Gross rental income from KEMERS KA
investment properties 13,600,040 10,550,774
1,069,082,274 804,922,985
Other revenues H Uz A
Interest income F B U A 656,140 274,802
Sundry income Ha A 303,403 198
959,543 275,000
Total revenues @I A 1,070,041,817 805,197,985
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Notes to the Accounts
AR B FfiaE

The Group’s sales are mainly derived from North ZAEBMHEEEZEILE BAR BN BN KRB BE-Fr
America, Japan, Australia, Europe and the PRC. All BRE £EREWHEOETZEFRR-MABRERE
purchases, production and shipment of goods are & (BIEENTH[EMIA) @D DT T :
conducted in the PRC with its head office located in

Hong Kong (included in “Others” below). An analysis by

geographical segment is as follows:

The US. Canada The PRC Japan Europe  Australia Others Elimination The Group
%H mEx el =R B M ity id *&H

2004 2004 2004 2004 2004 2004 2004 2004 2004
“EEME “ZEME CZEMEF CZEIME CEEIMNEF CZIMNEF CEEINEF -ZENE —ZENE
HK$'000  HK$'000  HK$’000  HK$’000  HK$'000  HK$'000  HKS$'000  HK$'000  HKS$’000
E¥FT E¥Fn  EETn  EETn  BETrn  EETrn  EETn  BETn  BETx

Turnover EEL ]

External sales HIMEE 375,340 10,537 169,595 227,536 228,359 14,916 42,799 - 1,069,082

Inter-segment sales N HEE = - 554,802 - - - 464,537 (1,019,339) -

375,340 10,537 724,397 227,536 228,359 14,916 507,336 (1,019,339) 1,069,082

Segment results PEEE 33,590 931 38,175 20,925 16,766 2,387 94,045 (938) 205,881
Interest income EEON 656
Unallocated costs RABRKA (14,508)
Operating profit mERF 192,029
Finance costs BB AR (25,343)
Share of profits less FEERENEE,

losses of jointly BHRER

controlled entities - - (9,001) - - - - (9,001)
Profit before taxation BHAaEF 157,685
Taxation BE (28,392)
Profit after taxation BEEEHN 129,293
Minority interests DHRF R (5,852)
Profit attributable to REEHEERH

shareholders 123,441
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3. TURNOVER, REVENUES AND SEGMENT 3. #XHE - WANSZER (8)
INFORMATION (Continued)

Primary reporting format - geographical segments FESHBE-—HESBER (B)
(Continued)

The US. Canada The PRC Japan Europe  Australia Others Elimination The Group
£ mex HE BE B M Hit id r58E
2004 2004 2004 2004 2004 2004 2004 2004 2004

“EEIME “ZEIME “ZEME -“ZIME —SEMF —ZIEMEFE -—EFEMEFE -—EFEIME -—FEME

HK$000  HKS$'000  HK$'000  HK$'000  HK$’000  HK$’000  HKS$'000  HKS$'000  HK$°000

E¥FT E¥Fn  EETn  EETn  E¥Tn  EETn  EETrn  B¥Tn  BETx

Segment assets PHEE - - 856,776 - - - 658,045 1,514,821
Interests in jointly HAAHEEER

controlled entities - - 28,116 - - - - 28,116
Unallocated assets RAREE 152
Total assets BEE 1,543,089
Segment liabilities AHEE 9,501 - 491,846 - - - 137,832 639,179
Unallocated liabilities APEEE 54,447
Total liabilities BaR 693,626
Capital expenditure BAERS - - 57,606 - - - 1,650 59,256
Depreciation il - - 27,959 - - - 2,434 30,393
Impairment of goodwill BERE 6,953
Amortisation of goodwill ~ HE#H 1,141
Write-off of fixed assets ~ [E & & E#RE - - 50 - - - - 50
Provision for inventory BEGERE

obsolescence - - 1,159 - - - - 1,159
Reversal of provision BERRER

for bad and

doubtful debts - - (6,383) - - - - (6,383)
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3. TURNOVER, REVENUES AND SEGMENT 3. #X@E - WAMSTER (&)
INFORMATION (Continued)

Primary reporting format - geographical segments FESHBE - HESBER (B)
(Continued)

The US.  Canada  The PRC Japan Europe  Australia Others  Elimination  The Group

e mex HE BA B bl i 18 K&
2003 2003 2003 2003 2003 2003 2003 2003 2003
“3%=F -TT-F -—TT-F —TT=-F —TT=F _FT=-F -—FF=-F _FFT=-F —FT=F

HK$'000  HKS$'000  HKS'000  HKS$'000 ~ HKS000  HK$000  HK$'000  HK$'000  HK$'000
ERTL ERTT  RETT  RETT  EETn  ENTn  A¥Tn AETn  EETx

Turnover BXE

External sales HIMEE 344,246 10,313 167,337 114,019 111,788 22,193 35,026 - 804,922

Inter-segment sales NEHE - - - - - - 639,823  (639,823) -

344,246 10,313 167,337 114,019 111,788 22,193 674,849  (639,823) 804,922

Segment results FYEE 43,916 35 38951 13244 22827 2998 97,202  (84,367) 135,116
Interest income FIE WA 275
Unallocated costs FAERA (4,366)
Operating profit BEBM 131,025
Finance costs BBHA (24,057)
Share of profits less EHREHEEZ

losses of jointly BNAES

controlled entities - - (212) - - - - (212)
Profit before taxation BEAEMN 106,756
Taxation i (13,669)
Profit after taxation BH &R 93,087
Minority interests PURRER (9,201)
Profit attributable to BRREERF

shareholders 83,886
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3. TURNOVER, REVENUES AND SEGMENT 3. #XZH - WAMSBER (8)
INFORMATION (Continued)

Primary reporting format - geographical segments FESHBE - HESBER (B)
(Continued)

The US.  Canada  The PRC Japan Europe  Australia Others  Elimination  The Group

*8 mex HE B B B i 18 T£E
2003 2003 2003 2003 2003 2003 2003 2003 2003
ZET=F ZTT-F -ZTT=F -TT=F -TT-F -TT-F -T%-F -TT-Ff -FT-%

HK$'000 ~ HK$'000  HKS'000  HKS000  HK$000  HK$'000  HK$'000  HK$'000  HK$'000
ERTL ERTT  RETT  RETT  EETn  ENTn  A¥Tn AETn  EETx

Segment assets PHEE 16 - 826,664 - - - 326,058 1,152,738
Interests in jointly HRAZHEEES

controlled entities = = 31,450 = = = = 31,450
Goodwill HE 8,094
Unallocated assets RAREE 239,522
Total assets BEE 1,431,804
Segment liabilities AHEE 9,501 - 506,346 - - - 836 516,683
Unallocated liabilities *ARER 103,648
Total liabilities BEfR 620,331
Capital expenditure EARRR - - 51,560 - - - 4,174 55,734
Depreciation ik - - 24,637 - - - 2,217 26,854
Amortisation of goodwill % & i 1,141
Write-off of fixed assets ~ [&F & # - - 112 - - - 1,410 1,522
Write-off of obsolete BRGEERE

inventories = = 575 = = = = 575
Provision for inventory BEFEER

obsolescence = = 3,421 = = = = 3,421
Provision for bad and ZRER

doubtful debts - - 2,555 - - = = 2,555
Reversal of provision for ol fE i — B

an amount due from NGRS

a related company - - (6,955) - - - - (6,955)
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The Group is principally engaged in the manufacturing
and sale of electrical home appliances, manufacturing
and sale of cigarette paper and property leasing. An
analysis by business segment is as follows:

AEEAFEIBRERFEERAESR RERHEE
MAMERE-XHoBOMAOT:

Segment Total Capital
Turnover results assets expenditure
EXE DEBKAE REE BEAMEAX
2004 2004 2004 2004
—E2NF —EENF —EENF —EENF
HK$°000 HK$°000 HK$’000 HK$°000
BT T BT T BT T BT T
Electrical home appliances Z 3 & 28 890,785 78,540 548,590 51,757
Cigarette paper 1B 4K 164,697 36,699 580,470 -
Property leasing MEMEE 13,600 90,642 385,761 7,499
1,069,082 205,881 1,514,821 59,256
Interest income FE WA 656
Unallocated costs R Be Ak AR (14,508)
Operating profit AR 192,029
Interests in jointly H A5
controlled entities ERER 28,116
Unallocated assets RN EE 152
Total assets REE

1,543,089
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3. TURNOVER, REVENUES AND SEGMENT 3. #X@E - WAMSTER (&)
INFORMATION (Continued)

Secondary reporting format - business segments B MBHE - XK/ HER (B)

(Continued)
Segment Total Capital
Turnover result assets expenditure
= PAN=IE ¥ BEE EARMRX
2003 2003 2003 2003
—EE=F —EE=F —ET=F —ET=
HK$°000 HK$’000 HK$°000 HK$°000
BN TF T BMTF T BT T B F T
Electrical home appliances & 3 & &% 630,517 88,082 222,956 33,566
Cigarette paper 1B 4 163,855 39,086 621,527 13,748
Property leasing WMEME 10,550 7,948 308,255 8,420
804,922 135,116 1,152,738 55,734
Interest income A E WA 275
Unallocated costs R 9 BE K AR (4,366)
Operating profit a2 A 131,025
Goodwill kS 8,094
Interests in jointly H A2 )
controlled entities EEER 31,450
Unallocated assets AOREE 239,522
Total assets mEE 1,431,804
There are no sales between the business segments. B oElz HXEEE -
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Operating profit is stated after charging and crediting

the following:

&K
L

ERNE M METATHIER:

2004 2003
—ETNE —TT=F
HK$ HK$
B BT
Charging k&
Cost of inventories sold FEHEKAK 840,143,601 583,201,078
Depreciation of fixed assets EEEENE 30,392,756 26,853,647
Loss on disposal of fixed assets HEBRTEEEEIE 63,339 492,698
Write-off of fixed assets E B EWRRE 50,341 1,522,207
Write-off of obsolete inventories BT E R E - 574,840
Provision for inventory obsolescence BREFEEE 1,159,341 3,421,823
Staff (including directors) BET(BEES)
costs (note 10) A (HfaE10) 92,363,604 71,058,335
Operating lease rentals on KEMRE
— Office premises N 324,309 326,472
— Plant and machineries — B & 2s 196,401 412,150
Auditors’ remuneration % HUEN BN & 1,115,513 1,184,956
Net exchange loss & 18 K F R 931,496 991,977
Provision for bad and doubtful debts EAREH - 2,555,435
Amortisation of goodwill i ¥ 1,141,116 1,141,116
Impairment of goodwill SRR 6,952,734 -
Product development costs EmBERKA 3,416,424 2,472,688
Direct property operating cost e RS AW
— repair and maintenance —HEMRE 123,000 366,131
— others —Hfb 140,168 2,236,286
Crediting A
Reversal of provision for bad and B EIREE
doubtful debts in respect of
— Debtors — W AR 6,382,952 -
— Amount due from a related company  — [i& Us B Bt A A - 6,955,152
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2004 2003
—EENEF ZET=F
HK$ HKS$
B BT
Interest on bank loans RITERF B
Wholly repayable within five years BERAFANEEEE 25,342,937 24,056,931

Hong Kong profits tax has been provided at the rate of
17.5% (2003: 17.5%) on the estimated assessable profit

FEMNERDERAFEMLFBRRBIETE17.5%
(Z2R=F:17.5%) REEFE - BHINRTEBN 2K

arising in or derived from Hong Kong for the year. IEBI3Z BB AN F [ (45 B R B &2 FIK AN £ [ 48 8 3 5 b
Taxation on overseas and the PRC profits has been [&ZIR{TH RTE-
calculated on the estimated assessable profit for the
year at the rates of taxation prevailing in the countries
in which the Group operates.
The amount of taxation charged to the consolidated profit 745 REHZBEMT
and loss account represents:
2004 2003
= Sk —FT=F
HK$ HK$
E BT
Current taxation: EHE:
— Hong Kong profits tax —BANEH 5,407,981 6,874,383
— Overseas and PRC taxation — BN EIE 10,758,165 8,999,072
— Over-provisions in prior years —AFEEEFH (3,061,210) (2,362,395)
Deferred taxation relating BEERIBETRER
to the origination and reversal B EE & K # [0
of temporary differences 15,286,703 22,929
Deferred taxation resulting MEEREEZ
from an increase in tax rate BT IR - 135,139
Taxation charges HIEZ N 28,391,639 13,669,128
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The taxation on the Group’s profit before taxation differs
from the theoretical amount that would arise using the

taxation rate of Hong Kong as follows:

AREAWRBAATZBARBERABELZHE
st 82 BmBEZ ZED T

2004 2003
—EENEF ZET=F
HK$ HK$
b7 BT
Profit before taxation B #5% BT & F 157,684,817 106,755,541
Calculated at a taxation rate of B EAT75% (—TT =4
17.5% (2003: 17.5%) 17.5%) 51 & 2 Bi1E 27,594,843 18,682,220
Effect of different tax rates in other H b b [ @ S [ B 2
taxation jurisdictions -2 (2,916,364) (3,305,108)
Income not subject to taxation MART 2 WA (107,455) (471,348)
Expenses not deductible I s s
for taxation purposes 3,418,261 1,222,653
Over-provision in prior years VAT 5 /2 2 1 3 &4 (3,061,210) (2,362,395)
Utilisation of previously unrecognised £ B 5K E R
tax losses 2 T8 (36,289) (31,346)
Increase in previously unrecognised FRAREERZ
temporary differences oy = R 1,606,010 645,746
Increase in opening net deferred tax HERERMESL
liabilities resulting from an increase YRR IB B &
in tax rate FEE 2 G N - 135,139
Others H i 1,893,843 (846,433)
Taxation charges A H 28,391,639 13,669,128

The profit attributable to shareholders is dealt with in
the accounts of the Company to the extent of
HK$200,275,653 (2003: HK$63,164,861).

—EE=

— ==

75 %63,164,8617T) °

SPARLRAIRR B 2 BER B MR & 7 4378 % 200,275,6537C
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2004 2003
—EENEF ZET=F
HK$ HK$
BT BT
Interim, paid, of 5 HK cents EIRE 2P RS
(2003: 4 HK cents) TR TR A 5
per ordinary share (Z2EZ2=F B Ea4l) 18,534,743 13,383,675
Final, proposed, of 11 HK cents BEIREREARE
(2003: 10 HK cents) TR ERAE 1110
per ordinary share ZET=F:EEA100L) 40,781,935 36,877,186
59,316,678 50,260,861

At a meeting held on 20th April 2005, the directors
proposed a final dividend of 11 HK cents per ordinary
share. This proposed dividend is not reflected as a
dividend payable in these accounts, but will be reflected
as an appropriation of retained earnings for the year
ending 31st December 2005. The final dividend proposed
was computed based on 370,744,868 ordinary shares
of the Company in issue on 20th April 2005.

The calculations of basic and diluted earnings per share
are based on the Group’s profit attributable to
shareholders of HK$123,440,742 (2003: HK$83,885,614).

The basic earnings per share is based on the weighted
average number of 369,802,256 (2003: 325,159,696)
ordinary shares in issue during the year. The diluted
earnings per share for the year ended 31st December
2004 is based on 373,012,781 (2003: 327,725,560)
ordinary shares which is the weighted average number
of ordinary shares in issue during the year plus the
weighted average number of 3,210,525 (2003: 2,565,864)
ordinary shares deemed to be issued at no consideration
if all outstanding options had been exercised.

—EERFNAZTRABI I EE L ESEBRE
R HA RS B B I 38 AR B 1 141 o otk TE 3R R IR B I B A AR
REFIERNRE EFSREBE_STRAF T A=
T—HIEFEIEEFRND IR B IKERARSIR
“EERFMNA -+ HE#1T2370,744,868% & B

| e
=T B o
Al =

EREANBEREAN ZAEREUAEERREGRT
75 #123,440,7420 (2 Z = F : 5 %83,885,6147T)
ERERBFNDIBREFAZE EITNEFERE
369,802,256/ (—ZZ = 4 :325,159,696 A% ) & BIX AT
B HIF—ETMFE+ _A=+—BIFEEREER
FITBIRBEF RN 2 BT MEFIRE . I EREAE R
TEZERESETEMBERERERT 2 INEFR
£13,210,5250% (— == = 4F : 2,565,8640%) L AT &E
1%,2373,012,781% (Z=FZ = 4 :327,725,5600%) & &
fRET & -
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10. STAFF COSTS (INCLUDING 10. BEINAX (BREEEH2)
DIRECTORS’ REMUNERATION)
2004 2003
—EENEF —E2E=F
HK$ HK$
BT BT
Wages and salaries ITEMEF < 85,952,519 65,711,084
Unutilised annual leave FAFR® 1,083,917 955,415
Pension costs — defined PSRy NN
contribution plans — AE M RET & 5,327,168 4,391,836
92,363,604 71,058,335
11. DIRECTORS’ AND SENIOR 11. ESREREBAEME

MANAGEMENT’S EMOLUMENTS
(a) Directors’ emoluments (a) EEM<

The aggregate amounts of emoluments payable to KAEEARAGRAEEIM2BE@ENT:
directors of the Company during the year are as follows:

2004 2003

—EEME —ET=F

HK$ HK$

BT BT

Fees ik 880,000 494,886

Other emoluments: E At &

Basic salaries, housing allowances EXFHe FEEZEM

and other benefits A E 13 7 2,026,950 3,118,907

Discretionary bonus B 15 B 2 TE4L 80,000 120,000

Contributions to pension schemes BIRNE HR 116,400 116,400

3,103,350 3,850,193

Directors’ fees disclosed above include HK$300,000 L3|ZEEM<EBIEST MBI IFHNITES 2 E 300,000
(2003: HK$122,443) paid to independent non-executive 7T (=TT =4 : 5% 122,4437T) °
directors.
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11. DIRECTORS’ AND SENIOR 11.
MANAGEMENT’S EMOLUMENTS
(Continued)

EERSREEBEAEME (B)
(a) Directors’ emoluments (Continued) (a) E=EM2 (&)

The emoluments of the directors fell within the following
bands:

EEMeRABREBARN OO T:

Number of directors

EEAH
2004 2003
g 311 - —2E=F
Emolument bands B < 48 71
HK$nil — HK$1,000,000 B Z £ %8 %1,000,0005T 10 7
HK$1,000,001 — HK$1,500,000 M 7% ¥ 1,000,001 7T £ 7% #1,500,0007T 1 1

HK$1,500,001 — HK$2,000,000 M % 1,500,0017T = 8 % 2,000,0007T =

No directors waived the right to receive emoluments
during the year.

REFWEESHEWRRME HREF -
(b) Five highest paid individuals by ENESHFMAL

The five individuals whose emoluments were the highest AEERMZRFMALHREE( (ZZEZT=4F:
(=

z

in the Group for the year include two (2003: two) directors i) EF FHEZMESEH R EX DT % T =1L
whose emoluments are reflected in the analysis ZT=F:=fI)Zoax ALt zMEoHFwmT:
presented above. The emoluments payable to the
remaining three (2003: three) individuals during the year
are as follows:
2004 2003
—EEMF —EE=F
HK$ HK$
BT BT
Basic salaries, housing allowances HEAF 2 F=EEE
and other benefits N E fib 1@ F| 1,934,190 2,586,500
Contributions to pension schemes RIRE H K 163,800 163,800
2,097,990 2,750,300
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11. DIRECTORS’ AND SENIOR 11. EEREREEBEAEMNE (B)
MANAGEMENT’S EMOLUMENTS
(Continued)

(b) Five highest paid individuals (Continued) (by ENUBEBEFMAL (E)
The emoluments fell within the following bands: B eAER oA :

Number of individuals

RPN
2004 2003
—EENF —EE-F
Emolument bands B < 78 71
HK$nil — HK$1,000,000 A 75 % T o & 7% #1,000,0007T 4 3
HK$1,000,001 — HK$1,500,000 F3 75 % 1,000,001 7T = % ¥ 1,500,0007C 1 1
HK$1,500,001 — HK$2,000,000 F3 75 % 1,500,001 7T = % £ 2,000,0007T - 1
12. GOODWILL 12. BE
The Group
AKEH
2004 2003
—EZNF —ETET=F
HK$ HK$
H#E T AT
Cost: AR (E -
At 1st January and 31st December R—BA—BE+-_A=+—8 11,411,166 11,411,166
Accumulated amortisation BT OB (A
and impairment:
At 1st January n—H—H 3,317,316 2,176,200
Amortisation during the year NS 1,141,116 1,141,116
Impairment charge FEeh S H 6,952,734 =
At 31st December R+=—A=+—H 11,411,166 3,317,316
Net book value: BRTEFE:
At 31st December R+=—A=+—H” - 8,093,850
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The Group
&
Properties Furniture,
outside fixtures and
Investment Construction Propertiesin  Hong Kong ~ Plantand  equipment Motor
properties in progress HongKong ~ E&BIS  machinery  KH-E£E Moulds  vehicles Total
RENE  HBIR EBEER2NE 0% HEREE RIE I KB Eh
HK$ HKS$ HK$ HKS$ HKS$ HK$ HKS$ HKS$ HK$
BR -y B by -y B BR -y Br
Cost or valuation: RABEE:
At 1st January RZZZME
2004 -fA-H 308,458,446 30,781,341 27,550,769 182,371,432 417,202,556 34,646,490 3,566,606 14,910,976 1,019,488,616
Additions HE - 37,769,646 - - 10,056,296 9,864,135 - 1,565,609 59,255,686
Transfers B - (47,823,232) - 9,407,642 38,160,056 255,534 - - -
Revaluation E 77,303,809 - - - - - - - 77,308,809
Disposals e - - - - - (153,382) - - (153,382)
Write-off #5 - - - - (162,9%) (2,586) - - (165,581)
At 31st December RZBEMmE
2004 TZB=1-H 385,762,255 20,727,755 27,550,769 191,779,074 465,255,913 44,610,191 3,566,606 16,476,585 1,155,729,148
Accumulated 2t E:
depreciation:
At st January 2004 ~ HZETNE-F-A - - 8,640,169 53,886,434 109,816,231 26,788,104 1,451,158 11,693,074 212,275,170
Charge for the year KEEHE - - 995,295 6,475,663 18,431,989 3,288,954 232,188 968,667 30,392,756
Disposals & - - - - - (86,273) - - (86,273)
Write-off A% - - - - (13689) (1,551) - - (115240)
At 31st December RZEEME
2004 +ZA=t-H - - 9,635,464 60,362,097 128,134,531 29,989,234 1,683,346 12,661,741 242,466,413
Net book value: REFE:
At 31st December RZ2ZEQRE
2004 TZB=1-H 385,762,255 20,727,755 17915305 131,416,977 337,121,382 14,620,957 1,883,260 3,814,844 913,262,735
At 31st December RZBE=E
2003 +ZA=+—-H 308458446 30,781,341 18,910,600 128,484,998 307,386,325 7,858,386 2,115,448 3,217,902 807,213,446
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13. FIXED ASSETS (Continued) 13. BEEEE (&)
An analysis of the cost or valuation at 31st December Lill&EEMXAERHER_ZTNF+_A=+—
2004 of the above assets is as follows: BofrmT:
The Group
b3
Properties Furniture,
outside fixtures and
Investment Construction Properties in  Hong Kong  Plantand  equipment Motor
properties in progress Hong Kong ~ E&BS  machinery KH-EE Moulds  vehicles Total
RENE  ERIE GEBoUE 2% BEREE RIE 1% RE &t
HK$ HKS$ HK$ HK$ HKS$ HK$ HKS HK$ HK$
Br -y -y Br V- by Br -y by
At cost A - 20,727,755 27,550,769 191,779,074 465255913 44,610,191 3,566,606 16,476,585 769,966,893
At valuation fhE 385,762,255 - - - - - - - 385,762,255

385,762,256 20,727,755 27,550,769 191,779,074 465,255,913 44,610,191 3,566,606 16,476,585 1,155,729,148

An analysis of the cost or valuation at 31st December LillEEMKAERHER=ZZET=F+t=_A=+—

2003 of the above assets is as follows: HOMMT:
The Group
RE
Properties Furniture,
outside fixtures and
Investment  Construction  Properties in -~ Hong Kong Plantand  equipment Motor

properties  inprogress  HongKong  EEMASN  machinery  Ff-EE Moulds vehicles Total
RENE  ERIR £EBNE 2NF  BRREE RIE I% E CE
HKS$ HKS$ HK$ HK$ HKS$ HK$ HK$ HKS$ HK$

AT BT AT AT BT AT AT BT AT

At cost A - 30,781,341 27,550,769 182,371,432 417,202,556 34,646,490 3,566,606 14,910,976 711,030,170

At valuation e 308,458,446 - - = - - = - 308,458,446

308,458,446 30,781,341 27,550,769 182,371,432 417,202,556 34,646,490 3,566,606 14,910,976 1,019,488,616
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13. FIXED ASSETS (Continued) 13. BEEEE (&)
The Company
AT
Furniture,
fixtures and
Investment Plant and equipment Motor
properties machinery BH-£8 Moulds vehicles Total
REME VA T kIR I# "E &%
HK$ HK$ HK$ HKS$ HKS$ HK$
Cost or valuation: BB S fE
At 1st January RZTZWF
2004 —A—H 300,000,000 3,736,590 8,167,879 3,148,324 1,813,320 316,866,113
Additions NE - 1,649,936 - - - 1,649,936
Revaluation EXn 77,000,000 - - - - 77,000,000
At 31st December R-ZZEOF
2004 +ZA=+—H 377,000,000 5,386,526 8,167,879 3,148,324 1,813,320 395,516,049
Accumulated 2 E:
depreciation:
At 1st January RZTZWF
2004 —HA—H - 560,489 8,082,285 1,128,511 995,628 10,766,913
Charge for the AFEHE
year - 946,359 30,347 201,981 204,423 1,383,110
At 31st December R-ZZEOF
2004 +=ZB=+—-8H - 1,506,848 8,112,632 1,330,492 1,200,051 12,150,023
Net book value: REFE:
At 31st December R-ZZTMF
2004 +=ZA=+—-H 377,000,000 3,879,678 55,247 1,817,832 613,269 383,366,026
At 31st December RZTT=F
2003 +=ZA=+—HE 300,000,000 3,176,101 85,594 2,019,813 817,692 306,099,200
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13. FIXED ASSETS (Continued)

An analysis of the cost or valuation at 31st December
2004 of the above assets is as follows:

BE&EE (&)

The Company

FPREENKAEREER _TZNF+T-_A=+—
DR

VN
Furniture,
fixtures and
Investment Plant and equipment Motor

properties machinery B #E Moulds vehicles Total
REMF EENE kIR I# RE At
HK$ HK$ HK$ HK$ HK$ HK$
At cost PN = 5,386,526 8,167,879 3,148,324 1,813,320 18,516,049
At valuation e 377,000,000 - - - - 377,000,000
377,000,000 5,386,526 8,167,879 3,148,324 1,813,320 395,516,049
An analysis of the cost or valuation at 31st December LillEEMKAERHER=ZZET=F+t=_A=+—

2003 of the above assets is as follows:

DT

The Company

NN
Furniture,
Plant and fixtures and
Investment machinery equipment Motor

properties BEER G- RKER Moulds vehicles Total
REME 1 28 TR I® "B A&t
HK$ HK$ HK$ HKS$ HK$ HK$
BT BT BT BT BT BT
At cost KAE - 3,736,590 8,167,879 3,148,324 1,813,320 16,866,113
At valuation fti {8 300,000,000 = = = - 300,000,000
300,000,000 3,736,590 8,167,879 3,148,324 1,813,320 316,866,113
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Interests in investment properties and other properties

AEBERAREMENEMY R Z ERREKREFE

at their net book values are analysed as follows: DITEAR :
The Group The Company
rEE AN F]
2004 2003 2004 2003
—EEMEF —ET=F —EENF —ET=F
HK$ HK$ HK$ HK$
T BT T BT
In Hong Kong, held on: EREERE:
Leases of between TEERTF
10 and 50 years iR 394,915,305 318,910,600 377,000,000 300,000,000
Outside Hong Kong, EREBAINER
held on:
Leases of between TEERTF
10 and 50 years GERD 140,179,232 136,943,444 - -
535,094,537 455,854,044 377,000,000 300,000,000

Investment properties were revalued at 31st December
2004 on the basis of their open market values by
independent qualified valuers, Vigers Appraisal and

Consulting Limited and Sichuan Huagiang Certified

Public Accountants Co., Ltd.

At 31st December 2004, the net book value of fixed RZ-ZEZE
assets pledged as security for the Group’s bank loans
amounted to approximately HK$650,024,000 (2003:

HK$581,764,000).

—EE=

— ==

AEERFELGEMBEBRNEETHERERAT
EmlERestMmEBAR _—ETEF+ - A=1+—
BAREMERARMSEEEFLYEF G-

ME+—A=+—8 AEREREITERIK
HRZETEEZE®RFELN ABEE650,024,0007T
£ B #581,764,0007T) °
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The Company

AT

2004 2003

—EENEF —EE=F

HK$ HK$

T BT

Unlisted shares, at cost IE E AR AN AR 106,741,431 101,018,815
Less: Provision for impairment in value & : 8 B £ 15 (780,567) (780,567)
Amounts due from subsidiaries FE U B B A A BR &K 124,508,234 125,872,222

Amounts due to subsidiaries

& 1< Bf 18 1 =) B 3K

(47,698,193) (112,497,266)

182,770,905 113,613,204

The amounts due from and to subsidiaries were
unsecured, non-interest bearing and not repayable within

the next 12 months.

The directors are of the opinion that the underlying value
of the subsidiaries is not less than the carrying value at

31st December 2004.

The following is a list of the subsidiaries at 31st

December 2004:

EERRMBRARZEEEBENINRAR-ZE
T A=+—RZEKEEE-

U & FEAT Bt B R B BRI B - 2 B R N AR B
T-EAREE-

A

&

RIZBEZWNF+ A=+ —RAZEENBEARFREN
e

Place of Principal Particulars of
incorporation and activities and registered/ Effective
Name type of legal entity place of operations issued share capital interest held
= AMEREERY FEXBRKEHYE CBRORLSFEE DNE LR
Directly Indirectly
BE#E GEES
Airborne Holdings British Virgin Islands, Investment holding, 1 ordinary share 100% =
Limited limited liability Hong Kong of US$1
company HEER BB 1IREBRERIZET
EBRZE ARAR
Appliance Science United States of Development and 958,500 ordinary = 83.51%

Corporation America, limited
liability company

XB - ARADA

trading of electrical
home appliances,
United States of
America

HEMMEERAESR
25 XH

shares of US$0.01
each

958,5000% & i A%
FRAZEAL




Notes to the Accounts

AR B HMYEE

(China) Limited
MRE#EE (PE)
BRAT

liability company
BB BRRAA

Hong Kong
REZER BB

Place of Principal Particulars of
incorporation and activities and registered/ Effective
Name type of legal entity place of operations issued share capital interest held
= AR EERY FTEXBREELY SBROTREIFSE DA E R
Directly Indirectly
BEE ) %
Cheung Fung Hong Kong, limited Investment holding, 100,000,000 Class A - 50.75%
Technology liability company Hong Kong (non-voting) shares of
(Holdings) Limited &% AR QA BREER BF HK$0.5 each and
e (£E) 200,000,000 Class
= ENE] B shares of
HK$0.5 each
100,000,000/ Af% (& %
) BksABTM
200,000,000/% B
BREA/ET
Good Nature Hong Kong, limited Trading of electrical 2 ordinary shares 50% 50%
Company Limited liability company home appliances, of HK$10 each
BEARADA BB ARRAR the PRC 2k EBREA1075E T
ZAERES 7+
Good Nature Cook Islands, limited Investment holding, 8 ordinary shares 100% -
International Limited liability company Hong Kong of US$1 each
Mr#S ARAR REZER &H sl E BB ERIET
Guangzhou Conquest The PRC, limited Manufacturing of US$3,233,527 100% -
Electric Company liability company electrical home 3,233,527% 7T
Limited (note (a))  HEl AR QA appliances, the PRC
BMTRIAKBESR HEERAER PH
BRRAE (Kfit(a)
Mass Top Corporation British Virgin Islands, Property holding, 1 ordinary share 100% =
limited liability Hong Kong of US$1
company MERE BB 1IREBRERIET
RBRXS BRARA
Raymond Electric Hong Kong, limited Investment holding, 2 ordinary shares 100% =

of HK$10 each
2R EBR TR0 T
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FOBRRAA

liability company

EE BRDA

Hong Kong
REZER &E

ik B B &t
Place of Principal Particulars of
incorporation and activities and registered/ Effective
Name type of legal entity place of operations issued share capital interest held
= AfEEREERE FEXBRELHE 2 CRITREIHSE DA E R
Directly Indirectly
BEE ) %
Raymond (Guangzhou) The PRC, limited Manufacturing of RMB14,461,326 - 99%
Industrial Limited liability company electrical home 14,461,3267T A R
BEMAREREE HEBRAE appliances, the PRC
BRAT HSEXAER FH
Raymond International British Virgin Islands, Inactive, the PRC 10 ordinary shares 100% -
Marketing Corp. limited liability mEEH of US$1 each
(note (b)) company 10T BIREBRIET
(K& (b)) EBRXS BRAA
Raymond Marketing ~ United States of Inactive, United States 1,000 ordinary shares 100% -
Corporation of North ~ America, limited of America of US$1 each
America (note (b)) liability company EEE XH 1,0000 @R BT
(Kt (b)) XE-BERAA
Raymond (Panyu The PRC, limited Manufacturing of US$12,450,000 100% =
Nansha) Electrical liability company electrical home 12,450,000 7T
Appliances B BERAR appliances, the PRC
Development Co. Ltd. FERAERF
MR (BBEY) T8
ZRARRAA
Raymond Nansha British Virgin Islands, Property investment, 2 ordinary shares 100% -
Development limited liability the PRC of US$1 each
Co. Ltd. company MERE HE REBRERIET
EBRXS BRAOA
Sichuan Jinfeng The PRC, limited Manufacturing and 208,000,000 ordinary = 30.42%
Paper Company liability company trading of cigarette shares of RMB1 each
Limited HE-BERAR paper, the PRC
MR EHEEBRAR SUERHEEA& HE 208,000,000/ & i A
BRITARS
Victory Will Limited Hong Kong, limited Investment holding, 12,000,000 Class A = 50.75%

(non-voting) shares of
US$1 each and 2 Class
B shares of US$1 each
12,000,0008% Af% (4%
ZR) BR1ETM
2Bl B 1% T
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AR B FfiaE

None of the subsidiaries had any loan capital outstanding
at the end of the year or at any time during the year.

Notes:

(a) During the year, the registered capital of Guangzhou
Conquest Electric Company Limited was increased by
US$733,527 from US$2,500,000 to US$3,233,527.

(b) As at the date of this report, Raymond Marketing
Corporation of North America and Raymond
International Marketing Corp. have not completed the
process of dissolution yet. There is no gain or loss
resulting from the dissolution.

EMBARARFHEANIRFALMABEHLGEERESE
7o

(a) RERN AEBZHBAR BNTRIRABTHRER
AAElZEMEARENT ET733,5277 HETT
2,500,0007T 3% % £ 713,233,527 7T ©

(b) Itk & ¥ € B - Raymond Marketing Corporation of
North America 1 Raymond International Marketing
CorpDARTKEERF - ZMBAR 2 EELMELE
W sk g 1B -

The Group
REH

2004 2003

—EENMF —EE=F

HK$ HK$

#Er BT

Share of net assets Bih & EFE 28,115,857 31,449,810
Unlisted shares, at cost e LR AR AR 37,329,363 31,661,937

In February 2004, pursuant to an agreement between a
joint venture partner and a non-wholly owned subsidiary
of the Group, the joint venture partner transferred its
26.51% interest in one of the jointly controlled entities
to the subsidiary for settlement of amounts due by the
joint venture partner and a related company to the
subsidiary. The transfer had been approved by the
relevant government authorities. After the transfer, the
effective interest of the Group in the jointly controlled
entity increased from 16.73% to 24.80%.

The directors are of the opinion that the underlying value
of the jointly controlled entities is not less than the
carrying value at 31st December 2004.

R-ZENF_A AEEz—F2ENBRARER
—RRBEHZAEN UL EHEEEN —KREHE
R 22651 % THEBRARIRGEELEEBHR — K
N A BT R B A B R IE B iR 1 AN B E s KR 4R
R H16.73%IE i1 5E24.8% ©

EERRAAZFHER HEBETORHEN X
ME+-_A=+t—HBzKEEE



Notes to the Accounts
AR B FfiaE

The following is a list of jointly controlled entities at 31st

December 2004:

—ETNEST A=+ BZHARAEHEROT:

Percentage of indirect
interest in ownership/

Place of Principal activities profit sharing

Name incorporation and place of operation B ERE
=x &t i b B TEXBREE R BB 2R X
Sichuan Jinfeng Innovation The PRC Manufacturing and trading 24.80%

Industry Company Limited
MR ERIFTEEFR LA

Sichuan Jinfeng Spike Paper The PRC
Products Company Limited &
misEHBERAmBERAA

of cigarette paper, the PRC
SUENMHEER P

Manufacturing and trading 26.17%
of cigarette paper, the PRC
SUENMHEER P

The Group
rEH

2004 2003

—EENEF —EE=F

HK$ HK$

T BT

Unlisted shares, at cost JE MG R A AR 1,749,713 1,749,713
Share of accumulated losses FEME REEBEEB DR

less distributions (452,659) (452,659)

Share of net assets FE1E & EFE 1,297,054 1,297,054

Provision for impairment N BB EEE

in an associate

(1,297,054)  (1,297,054)
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AR B FfiaE

The following are the particulars of the associate of the WK-ZTZTWNF+-_A=+—HZBEQRFHEL T :
Group at 31st December 2004:

Place of incorporation Principal Registered Interest held

Name and operation activity capital indirectly

=x =R AR it B FTEXHK BBITRA 8 5 P45 R 22

Shenzhen Liyuan Electric The PRC Inactive RMB 2,040,000 50%

Company Limited A g 2,040,000t A R ¥
ANFREREEFRAF
The Group The Company
rEE PN

2004 2003 2004 2003

—ERNF —TE=F —EENEF —ET=F

HK$ HK$ HK$ HK$

E BT E AT

Raw materials R % 107,973,701 90,428,336 924,705 185,230

Work in progress £ 24 iy 8,918,316 11,556,769 - 4,332,190

Finished goods UK 55,976,040 46,227,631 13,026,060 3,425,724

172,868,057 148,212,736 13,950,765 7,943,144

At 31st December 2004, the carrying amount of RZ-ZTZ
inventories that were stated at net realisable value
amounted to approximately HK$3,003,000 (20083:
HK$3,445,000).

WE+-—A=+—H AJ2RENRZFEZ
BREEAS L 45 83,003,000L (2T =F: 5%
3,445,0007T) °
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8RB MYt
The Group The Company
A& LN
2004 2003 2004 2003
—EENF —EE=F —EEZMF —EE=F
HK$ HK$ HK$ HK$
#Er BT B BT
Debtors JE W BR 18 208,959,614 207,312,030 117,482,444 77,260,150
Less: Provision for bad and Ji : 2 BR & &
doubtful debts (7,296,793) (13,679,745) - -
201,662,821 193,632,285 117,482,444 77,260,150

The ageing analysis of debtors after provision for bad RKZ-ZTZE

ME+=—A=+—H0 BRKRBEREKZERER

and doubtful debts at 31st December 2004 is as follows: & ZBRiE& DT a0 T :
The Group The Company
REE ¥ NN

2004 2003 2004 2003

—EENEF —ET=F —EENEF —EE=F

HK$ HK$ HK$ HK$

B BT BT BT

Within 3 months =@AMN 140,060,108 136,888,984 98,301,356 77,227,378
Over 3 months but less A =1EAHE

than 6 months DRI E A 37,066,483 20,993,175 17,571,471 20,064
Over 6 months but less iR WA il =]

than 1 year LR —F 18,790,069 26,330,233 976,597 11,897

Over 1 year HBiE—F 5,746,161 9,419,893 633,020 811

201,662,821 193,632,285 117,482,444 77,260,150

The normal credit periods granted by the Group and the
Company are on average 1 to 12 months and 1 to 3
months respectively from the date of invoice.

AEBRANRA 2 —RUVKHARSREZH T —
Et_ERM—Z==@A-
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Bk B =t
The Group The Company
rEHE YN
2004 2003 2004 2003
—EENEF —EET=F —EENF —EE=F
HK$ HK$ HK$ HK$
T AT E T AT
Creditors J& 1< BR 18 143,034,347 65,893,282 99,666,214 45,714,117
Accrued charges and FEETIEE &
other payables H b fE BRI 59,533,690 47,598,254 11,246,787 19,933,068
202,568,037 113,491,536 110,913,001 65,647,185
The ageing analysis of the creditors at 31st December R-ZEZTWF+-A=+—H EBNEEZRED WO
2004 is as follows: T
The Group The Company
rEHE ¥ YN
2004 2003 2004 2003
—EENF —ET=F —EENF —TT=F
HK$ HK$ HK$ HK$
T BT T AT
Within 3 months =EAA 129,592,724 64,205,468 92,230,259 45,407,252
Over 3 months but less HmB={EAE
than 6 months DRI E A 12,508,653 1,176,287 7,261,620 79,341
Over 6 months but less 8 38 7< fE A 18
than 1 year DR —F 458,654 67,333 - 67,333
Over 1 year A i — 4 474,316 444,194 173,335 160,191
143,034,347 65,893,282 99,666,214 45,714,117
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The Group
rEE
2004 2003
—EENE —EE=F
HK$ HK$
b7 AT
Secured loans BEMER 64,327,030 64,327,878
Current portion of long-term liabilities KHBEE —FAEEE 2 A (14,139,000) -
50,188,030 64,327,878
The analysis of the above is as follows: A FIBE 250 T :
Bank loans wholly repayable ERAFARNEIAEEZ
within five years RITER 64,327,030 64,327,878

At 31st December 2004, the Group’s long-term bank R-ZZEWE+_—_A=+—H AEBEZ2RTERZE

loans were repayable as follows: FHAT
The Group
rEH

2004 2003

—ZEEMF —EE=F

HK$ HK$

B AT

Within one year —F R 14,139,000 -
In the second year REZF 50,188,030 14,139,000
In the third to fifth year RE=ZFEFRF - 50,188,878
64,327,030 64,327,878
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The Group operates the Mandatory Provident Fund
Scheme (“MPF Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the Hong
Kong Employment Ordinance. The scheme is
administered by an independent trustee.

Under the MPF Scheme, each of the Group and the
eligible employees make monthly mandatory contributions
to the scheme at 5% of the employees’ relevant income
as defined under the Mandatory Provident Fund Schemes
Ordinance. The mandatory contributions by each party
are subject to a maximum of HK$1,000 per month.
Contributions to the scheme vest immediately upon the
completion of service in the relevant service period.

In addition to the MPF Scheme, the employees of the
Group’s Hong Kong subsidiaries, after completing half a
year of service, have the option to join the Group’s
defined contribution provident fund scheme which is
managed by an independent trustee. The Group makes
monthly contributions of 5%-10% of the employees’ basic
salaries to the scheme depending on the employees’
years of service with the Group. The employees also
make monthly contributions of 5% of the employees’ basic
salaries to the scheme. The employees are entitled to
receive their entire contributions together with accrued
interest thereon at any time upon leaving the Group,
and 100% of the employer’s contributions and the
accrued interest upon retirement or leaving the Group
after completing sixteen years of service or at a reducing
scale of between 5% to 90% after completing three to
fifteen years of service. The forfeited contributions made
by the Group and related accrued interest can be used
to reduce the employer’s contributions. During the year,
the aggregate amount of employer’s contributions made
by the Group to this scheme was approximately
HK$1,358,000 (2003: HK$1,372,000). During the year,
the total amount of forfeited contributions, which are
available to reduce the contributions payable by the
Group in future years, was approximately HK$174,000
(2003: HK$110,000). At 31st December 2004, the Group’s
contributions to the provident fund scheme and the
interest accrued thereon amounted to approximately
HK$17,403,000 (2003: HK$15,709,000).

AEBERBERGIEABANGIRREBTERRE
P BDERFNREZ BERERMABHIERESF S
([@EEarEl) ZREEFIHBLEAESERE

RIEBEEFE AREREEEREE Y AERE R
HERABESFEGRIZRE BAREEERF 5%
BREEFEHK ARFECERIRERIERTES
srEMGRGIMETE - Bt ERAE AEH1,000T-
P B 3R RS IR IR SE R B o

Br it E S8 AEERENBARBEIEEASE
ET{EmANEAR AEEMAREBZ R 2B
RABBEZ A -AEEZETFERFT TR
5%ZE10%EA ARG T8 TR EFH S :HE5%1E
RETHR-ZEETHRBE ZEIHIREIEEZEE
THFGEEFERIZFEFERE QB FER B -
RIEmTAEE HAIRLEZ2EHAREZ 1 ITER
=FE+RFE AIEE 2 A EHRAIE5%ZE 90%AT
BB THBEE Lz AREFEF B R BEEINA
Al R A F EAEE 2 4B 1,358,0000T (=
TE = F:581,372,0000T) - AFE R W FKEF S
MAERFZAEBEHRPIBR ZBEEH A B
174,0007C (Z T =F:75%110,0007T) - R =T ZF WM
FH+- A=+ HASBYEAESFEER 2 E®]HAIK
M ERIFA BB MA7,403,000C (Z BT =F: B #E
15,709,0007T ) °
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At 31st December 2004, certain employees of the Group
had completed the required number of years of service
under the Hong Kong Employment Ordinance (the
“Ordinance”) and are eligible for long service payments
on termination of their employment. The Group is only
liable to make such payments when the termination
meets the required circumstances specified in the
Ordinance and the employees’ entitlement is not covered
by the aforesaid provident funds. At 31st December 2004,
the Group’s contributions to the provident funds and the
accrued interest thereon exceeded the potential liabilities
should the required circumstances specified in the
Ordinance be met.

The Group’s subsidiaries in the PRC also participate in
defined contribution retirement schemes covering its full-
time PRC employees. The schemes are administered by
the relevant government authorities in the PRC. The
Group and the PRC employees are required to make
contributions based on certain percentages of the
applicable payroll costs as stipulated under the
requirements in the PRC and the relevant government
authorities undertake to assume the retirement benefit
obligations of all existing and future retired employees
of the Group’s subsidiaries in the PRC.

—EENE+_RA=+—B rEENBMHETHR
BEMEEETBREGRN (TEH]) WRE EHEE
AR ZARMRB S AMAELGEOIEE B
BT AEBANZBRERZEIANSZRRKETR
XNERPRBENEZER-EMENE MK E T
B ASER_ZTNF+_A=+—H KAEERE
TR EIFRFZHRBAEEREBREIROIRE 2B
BfE-

AEEETENNBEARFTEASTEBAZBE TR
SRR ERET & At IR BT A BRI E - A
SEMETFRUEASRESKABFIEZ—EAD
LoV R T A B U AR AR AR R B 7 P B A BT B
RAERBABARAKERET ZERENEE-
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8% B s
2004 2003
—EENE —EE=F

Nominal Nominal

value value

Number of HE H{E

shares HK$ Number of HK$

B & BT shares BT

Authorised: 5 TE R
Ordinary shares of BREERA
HK$0.50 each Tk

At 1st January mn—H—8 500,000,000 250,000,000 500,000,000 250,000,000
Increase in authorised EIEEER

ordinary shares 500,000,000 250,000,000 - -

At 31st December Wn+=ZA=+—H 1,000,000,000 500,000,000 500,000,000 250,000,000

Issued and fully paid: BETRARRA:
Ordinary shares of BEREBERA
HK$0.50 each TR

At 1st January n—H—B8 367,001,860 183,500,930 314,300,804 157,150,402

Issue of shares BT - - 31,400,000 15,700,000

Exercise of share options 717 {f B % #& 3,693,008 1,846,504 21,301,056 10,650,528

At 31st December R+Z—A=+—8 370,694,868 185,347,434 367,001,860 183,500,930

On 2nd June 2004, the authorised share capital of the
Company was increased from HK$250,000,000 to
HK$500,000,000 by the creation of 500,000,000 ordinary

shares of HK$0.50 each.

R_ZEZWESA B RNAAEMNTATERK
500,000,000k & W B 58 2 T BK BB K
250,000,000t & = /& ¥ 500,000,000 °
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At an Extraordinary General Meeting of the Company
held on 6th June 2003, the Share Option Scheme was
approved and adopted. Share options are granted to
directors, employees and other eligible participants
specified under the Share Option Scheme. A nominal
consideration of HK$1 was paid by the participants for
each lot of share options granted. Share options can be
exercised from the date of grant to 5th June 2013.
Movement in the number of share options during the
year is as follows:

RZEZE=FAANHZERREAS @B THA
Bl -BREAIRLBRETES BEERA
MEERAL - 2TFTALUEBITZREAINRE
BHERE-BRETEHRERHBEE_T—=F
NALB-REEBRESZIZHNT:

Number of options

B% B

2004 2003

—EEMF —EE=F

At 1st January R—A—H 10,129,024 -
Granted (note (a)) wi (K it (a) - 31,430,080
Exercised (note (b)) 718 (K17E (b)) (3,693,008) (21,301,056)
At 31st December (note (c)) R+=ZA=+—8 (Fit()) 6,436,016 10,129,024

Notes: B e -

(a) Share options were granted on 23rd June 2003 at the
exercise price of HK$1.25 per ordinary share and will
expire on 5th June 2013. HK$101 was received by the
Company in respect of the share options granted in
2003.

(b) Options exercised during the year resulted in 3,693,008
(2003: 21,301,056) ordinary shares being issued at
HK$1.25 (2003: HK$1.25) each, yielding total gross
proceeds of HK$4,616,260 (2003: HK$26,626,320)
(before relevant transaction costs).

(a) BRERZZEZT=F- ‘|’ AL ESRITEE
7%/%%1 257¢ ' WS —=FNARHEM &
RAIFFERRE 2B fEWHXTZﬁF 3PS #1011 7T 0

(b) REFITE 2 EBRENGR L BREE1.2508TT
3,693,008% (—ZZ =4 :21,301,0564%) ' FT 1S 7KIE A
&1 4,616,2607T (=TT = F : % ¥ 26,626,3207T)
(MBRERIRBAAGD) ©
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2004 2003

—EZTNEF —ET=F

HK$ HK$

BT BT

Ordinary share capital — at par value TmRRA - EREA 1,846,504 10,650,528

Share premium I AR 5 B 2,769,756 15,975,792

Gross proceeds B8 3078 4,616,260 26,626,320
Market value of ordinary shares issued FresrT e RO EITERZ

during the year at exercise date of: 5 EE:

— 2nd January 2004 —EENFE—-H=H 182,000

— 16th January 2004 —ZETHWFE—-A+H 3,562,500

— 18th March 2004 —ZETWFE=A+N\AH 570,000

— 24th May 2004 —EENFRA-F+TEAH 4,148,595

— 2nd July 2004 —ZTTNFELHA=H 735,000

(c) Share options outstanding at 31st December 2004 have (c)
the following terms:

R-ZBZWE+ A=+ —BRTEZBRENT:

Exercise Exercise
Category Grant date period price Number of options Vested percentage
<Pzl & B TS TEE IR B BEEI=E
HKS$ 2004 2003 2004 2003
BT —BENE —TT=F —2ENFE —TT=F
Directors 23rd June 2003 23rd June 2003 to 1.25 6,286,016 9,429,024 100% 100%
= —ZTE=F 5th June 2013
~AB=-+t=H —ZT=F
NAZ+=BZE
—E-=%XHAA
Other 23rd June 2003 23rd June 2003 to 1.25 50,000 400,000 100% 100%
employees —ZTE =4 5th June 2013
Hitfg g ~AB=Z+=H —ERT=F
NAZTZ=HRZE
—ZT—=%,AAH
Suppliers 23rd June 2003 23rd June 2003 to 1.25 100,000 100,000 100% 100%
H R —ET=F 5th June 2013
~AB=-t=H —ET=F
NAZT=RAZE
—ZE-=%,AAA
Other eligible 23rd June 2003 23rd June 2003 to 1.25 - 200,000 100% 100%
persons _—ZEEZ=F 5th June 2013
Hpth & B 1% NAZT=H —TE=F
AL NAZ+=BZE
—E-=FHAA
6,436,016 10,129,024
No share options were cancelled during the year (2003: “E XM/ IERTE (ST =F M) o

Nil).



Notes to the Accounts
AR B FfiaE

The Group
r58E
Investment
properties The PRC
revaluation Exchange statutory
Share reserve reserve Capital Retained reserve Other
premium RENE e reserve  earnings H reserve Total
BRAEE BthfRE ER G EARE REEN HEERE Hit % Ch
HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$
Ex Ex BT BT B Ex Ex Ex
At 1st January 2004, RZZERE
as previously reported —R—B-WAI2%H 139,290,076 141,084,865  (6,090,748) 3,079,972 239,264,446 11,472,969 (757,396) 527,344,184
Change in accounting policy & & BR i %
(notes 2 (e)(i) & 23) (Kt 2(e)(i) % 23)
- gross -Ef - (141,084,865) - - 141,084,865 - - =
~ faxation -HE - - - - (24,685,362) - - (24,685,382)
At 1st January 2004, RZZERE
as restated —A—B &5l 139,290,076 - (6,090,748) 3,079,972 355,663,929 11,472,969 (757,396) 502,658,802
Exercise of share options /7 [& {7 2,769,756 - - - - - - 2,769,756
Appropriation to the PRC ~ ®EBIA T EEAE
statutory reserve (note) (Hiat) - - - - (4,499,478) 4,499,478 - -
Profit for the year REREMN - - - - 123,440,742 - - 123,440,742
Dividends %) - - - - (55,576,230) - - (55,576,230)
At 31st December 2004 R-ZEME
+ZA=+-H 142,059,832 - (6,090,748) 3,079,972 419,028,963 15,972,447 (757,396) 573,293,070
Representing: ERIT:
2004 final dividend “REMERE
proposed REARE 40,781,935
Others Hih 378,247,028
Retained earnings at R=ZEME
31st December 2004 +-A=t-H
REEH 419,028,963
The Company and NG
subsidiaries WERH 142,059,832 - (6,090,748) 3,079,972 428,695,128 15,972,447 (757,396) 582,959,235
Jointly controlled entities ~ HREHEE - - - - (9,213,506) - - (9,213,506)
Associate N - - - - (452,659) - - (452,659)
At 31st December 2004 R-ZEME
+ZA=+-H 142,059,832 - (6,090,748) 3,079,972 419,028,963 15,972,447 (757,396) 573,293,070
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Notes to the Accounts
BR B e

23. RESERVES (Continued) 23. f&& (&)
The Group
3]
Investment
properties The PRC
revaluation ~ Exchange statutory
Share reserve reserve Capital Retained reserve Other
premium RENE g reserve  earnings H reserve Total
BRAEE EfhfRE EXRE e RERA EERE Hitfife EH
HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$
Ex Ex BT BT B B B Ex
At 1st January 2003 RZZE=f-A-R"
ﬁﬁiﬁﬁ 62,669,173 116,361,897  (6,093,914) 3,079,972 193,051,650 9,184,882 (757,396) 377,496,264
Exercise of share options 57 TR AR 18 15,975,792 - - - - - - 15,975,792
Issue of shares %ﬁﬁxﬁ 62,800,000 - - - - - - 62,800,000
Surplus on revaluation of ~ HENEEf
investment properties vk
- gross -ifE - 10,038,118 - - - - - 10,038,118
— taxation —HE - (12,579) - - - - - (12,579)
Increase in revaluation REMFRETR
surplus arising from T ZBERA
the adjustment to the RAEELZ
construction costs of EfRRHR
investment property
upon completion of
all related construction
works - 14,697,429 - - - - - 14,697,429
Share issue expenses BORHER (2,154,889) - - - - - - (2,154,889)
Exchange differences EHER - - 3,166 - - - - 3,166
Appropriation to the PRC ~ ®EIA T EEA
statutory reserve (note) (Hiz) - - - - (2,288,087) 2,288,087 - -
Profit for the year REFRF - - - - 83,885,614 - - 83,885,614
Dividends ke - - - - (35,384,731) - - (35,384,731)
At 31st December 2003 RZZE=F
+-A=+-A 139,290,076 141,084,865  (6,090,748) 3,079,972 239,264,446 11,472,969 (757,396) 527,344,184
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23. RESERVES (Continued) 23. f#fE (&)
The Group
r5E
Investment
properties The PRC
revaluation ~ Exchange statutory
Share reserve reserve Capital Retained reserve Other
premium RENE g reserve  earnings H reserve Total
BRAEE EfhfRE EXRE e RERA hE R HbfEe A
HKS$ HKS$ HK$ HK$ HKS HKS HK$ HKS$
# #7 ET ET BT by by #
Representing: AR T
2003 final dividend proposed —ZE = F#EA RS 36,877,186
Others b 202,387,260
Retained earnings at RZZZT=%1ZA
31st December 2003 =t+-AREEF 239,264,446
The Company and :UNGIL
subsidiaries WEAR 139,290,076 141,084,865  (6,090,748) 3,079,972 239,929,232 11,472,969 (757,396) 528,008,970
Jointly controlled entiies ~ EAZHER - - - - (212,127) - - (212,127)
Associate i -UNG] - - - - (452,659) - - (452,659)
At 31st December 2003 RZZE=F
+ZA=+-AH 139,290,076 141,084,865  (6,090,748) 3,079,972 239,264,446 11,472,969 (757,396) 527,344,184
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The Company

YN
Investment
properties
revaluation
Share reserve Retained
premium RENME earnings Total
R B REEF Bt EffiRE
HK$ HK$ HK$ HK$
B B B B
At 1st January 2004, RZZEZEWNE-—A—AR"
as previously reported a0 139,290,076 141,059,326 84,426,698 364,776,100
Change in accounting BHHESE
policy (notes 2(e)(i) & 23) (Htit2(e1)(i) % 23)
- gross -EE - (141,059,326) 141,059,326 -
- taxation -HE = - (24,685,382) (24,685,382)
At 1st January 2004, RZZEZEWNE-A—R"
as restated B3 139,290,076 - 200,800,642 340,090,718
Exercise of share options G-y 2,769,756 = = 2,769,756
Profit for the year KEERF - - 200,275,653 200,275,653
Dividends &) = - (55,576,230) (55,576,230)
At 31st December 2004 R-ZZEME
+=ZA=+-H 142,059,832 - 345,500,065 487,559,897
Representing: AT
2004 final dividend “ZTNFHIK
proposed REWE 40,781,935
Others Hity 304,718,130
Retained earnings at R-ZZEME
31st December 2004 TZRA=t-BREEAN 345,500,065




Notes to the Accounts

AR B HMYEE

The Company

YN
Investment
properties
revaluation
Share reserve Retained
premium RENME earnings Total
R B REEF At EfhfkE
HKS$ HK$ HK$ HKS$
B B B B
At 1st January 2003 RZET=%—H—H 62,669,173 116,361,897 56,646,568 235,677,638
Exercise of share options BEMEEHAH 15,975,792 = = 15,975,792
Issue of shares BIIRH 62,800,000 - - 62,800,000
Surplus on revaluation of REMEEHER
investment properties - 10,000,000 - 10,000,000
Increase in revaluation surplus R EMERE T THK
arising from the adjustment CERERAHEESE
to the construction costs of ZEfER
investment property upon
completion of all related
construction works - 14,697,429 - 14,697,429
Share issue expenses BIIRNER (2,154,889) - - (2,154,889)
Profit for the year KEZRF - - 63,164,861 63,164,861
Dividends g} - - (35,384,731) (35,384,731)
At 31st December 2003 R-_ZTT=F
+-A=+—"H 139,290,076 141,059,326 84,426,698 364,776,100
Representing: AT
2003 final dividend proposed “ETFRRRERE 36,877,186
Others Hith 47,549,512
Retained earnings at RZZEZT=F
31st December 2003 TZA=+—-BERERN 84,426,698

At 31st December 2004, reserve of the Company R_-ZTZ
amounting to approximately HK$345,500,000 (2003:

HK$84,427,000) is available for distribution to

shareholders.

WE+ZA=+—H AJ#HYRFEHEEE
345,500,0007T (=T Z = F: F#84,427,0007T) °
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Note:

Pursuant to the laws and regulations governing the PRC
enterprises, certain of the Group’s PRC subsidiaries, which
are wholly foreign-owned enterprises, are required to allocate
at least 10% of their after-tax profit but before dividend
distribution to the general reserve until the reserve have reached
50% of their registered capital. The general reserve can only
be used, upon approval by the relevant authority, to offset
accumulated losses or increase capital. Appropriation to general
reserve during the year amounted to approximately
HK$4,499,000 (2003: HK$2,288,000). The enterprise expansion
fund can only be used to increase capital upon approval by the
relevant authority. Appropriation to enterprise expansion fund
is at the discretion of the board of directors of the PRC
subsidiaries.

The staff welfare and bonus fund can only be used for the
welfare of the PRC subsidiaries’ employees. Appropriation to
the staff welfare and bonus fund is at the discretion of the
board of directors of the PRC subsidiaries. For Hong Kong
reporting purposes, this appropriation is charged to expenses
and included in creditors and accrued charges in the
consolidated accounts.

KRAEARKNB AR RATHEEZBR AEBzH
BEERTBIIEEE LR BAERD10%0 2 BIEB N D E
FEBRREE BEZRBELIMEANSG0%R - EBRHER
AREEERMEANEHERBBIRIIEMER - RFED R
EEBREBEIEBENREEA4,499,000t (ZTT=F K
2,288,0007T) (X BERES RAIEE HE Bit/EMR AL INE
FoNRINCEERES ZBFBZETEMBRARZESER
BITRE -BIBAMEIEARSRAMERTRNBARETIZ
BMZA-DESBTRMNEIEARES 2 BKEZET BB
RAZEBZRATRE -RBBEBREMT ZBFENEEH
BHEADHER LIIERMNIRIEAREIER -

BREBRERANBFENCEMRRZZLMRE -ERNFELE
HEMEMIEZR CBREL NIMERERTIAREE DK
A
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Deferred taxation is calculated in full on temporary
differences under the liability method. The movement on

the net deferred tax liabilities account is as follows:

BEEFARABEERE TR E(E2BEB RLEN A
BE(EE) EFHWT:

The Group The Company
rE P /N
2004 2003 2004 2003
—EEMF ZET=F —EZNE ZTT=F
HK$ HK$ HK$ HK$
BT BT BT B
At 1st January, as R—HA—H"

previously reported Al 2 3R 8,200,162 8,029,515 2,785,559 1,580,483
Change in accounting R HOR

policy (notes 2(e)(i) & 23) (KtiE2(e)(i) % 23) 24,685,382 - 24,685,382 -
At 1st January, as restated A —A—H &7 32,885,544 8,029,515 27,470,941 1,580,483

Deferred taxation charged EREFIAEE R

to profit and loss account B3 (Hfate)

(note 6) 15,286,703 158,068 14,637,290 1,205,076
Taxation charged to equity ¢ T8 7E # 7 7 84 - 12,579 - -
At 31st December R+Z-—A=+—8 48,172,247 8,200,162 42,108,231 2,785,559

The deferred taxation charged to equity in 2003 was as RN - ZEZE=FELEHBEAERPOBKRD T

follows:
The Group
rE
2003
—EE=F
HK$
BT
Fair value reserves in shareholders’ equity A RSP A EREE

— investment properties (note 23) — R EME (f1:723) 12,5679

Deferred income tax assets are recognised for tax losses
carried forwards to the extent that realisation of the
related tax benefit through the future taxable profit is
probable. At 31st December 2004, the Group has

unrecognised tax losses of HK$17,436,556

profit. There is no expiry date for the tax losses.

EFE TS B E 2 TS R FE AR B T 7% B 25 AT 58 B R R B AR
BN SR M EE 2 HBEER- R _STMF+
“A=t—BAKBERAEAEKERRERTOEN 2

RIERTR G ER B 17,436,55670 (— BT =

—ET=F: 8%

(2003:  14,589,8557T) * 5% A HE 58 5 7% 5 48 M HARR
HK$14,589,855) to carry forward against future taxable
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The movement in deferred tax assets and liabilities (prior
to offsetting of balances within the same taxation

jurisdiction) during the year is as follows:

FRELCHBREENBEZES (HF—AVIME &

PRIEHAT) 1A

Deferred tax assets EEHRBEE
The Group
&
Accelerated accounting  Other temporary

Tax losses depreciation differences Total

HEER MEEHE HREER @t
2004 2003 2004 2003 2004 2003 2004 2003
“EEME —TR-F CFEME —TT-F “BEME CTE-F “BENE —EECE
HK$ HK$ HK$ HK$ HKS$ HK$ HK$ HK$
BT BT BT BT BT BT V- BT
At 1st January R—A—8 (375,299)  (385,370) (143,143) (138,996)  (17,709) - (536,151)  (524,366)

Charged/(credited) to EBEENR/ (R%)
profit and loss account - 10,071 8,552 (4,147)  (652,960)  (17,709) (644,408)  (11,785)
At 31st December R+ZA=+—8 (375,299)  (375,299) (134,591) (143,143) (670,669)  (17,709) (1,180,559) (536,151)
Deferred tax liabilities EZEHREEE
The Group
rE
Accelerated tax Other temporary
depreciation Revaluation differences Total
MESHHE fh{E HttREER &t
2004 2003 2004 2003 2004 2003 2004 2003
“REMF _TT-F ZRBMEF _TT-F “FBMEF _TT-F “FBMF _TT=F
HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$
A7 BT V- BT A BT V- BT
At 1st January, as previously H—A—8 WA 2

reported 2,785,559 1,580,483 12,579 - 5,938,175 6,973,398 8,736,313 8,553,881
Change in accounting policy ~ &3 Fi & ot &

(notes 2(e)(i) & 23) (HfeE2(e)(i) % 23) - - 24,685,382 - - - 24,685,382 -
At 1st January, as restated w—R—R &7l 2,785,559 1,580,483 24,697,961 - 5,938,175 6,973,398 33,421,695 8,553,881
Charged/(credited) to profit ~ ERBZENR/ ()

and loss account 1,162,290 1,205,076 13,562,678 - 1,206,143 (1,035,223) 15,931,111 169,853
Charged to equity Ve Ergills - - - 12,579 - - - 12,579
At 31st December W+=R=+-8H 3,947,849 2,785,559 38,260,639 12,579 7,144,318 5,938,175 49,352,806 8,736,313
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Deferred tax liabilities EEHREEE
The Company
b
Accelerated tax Other temporary

depreciation Revaluation differences Total

MEEHHTE fhE At EZ8 @t
2004 2003 2004 2003 2004 2003 2004 2003
SEEME —TT-F ZBEMEF _TT-F ZBEMNF CTT-F “ZEMNE _ZECF
HKS$ HK$ HKS$ HK$ HKS$ HK$ HK$ HK$
BT BT BT BT BT BT B BT

At 1st January, as previously H—A—8 WA 2

reported 2,785,559 1,580,483 - - - - 2,785,559 1,580,483
Change in accounting policy ~ &3 Fi & ot &

(notes 2(e)(i) & 23) (Kt 2(e)() B 23) - - 24,685,382 - - - 24,685,382 -
At 1st January, as restated R —A—H ZJ 2,785,559 1,580,483 24,685,382 = - - 27,470,941 1,580,483
Charged to profit and loss ERERNR

account 1,162,290 1,205,076 13,475,000 - - - 14,637,290 1,205,076
At 31st December W+=R=+-8H 3,947,849 2,785,559 38,160,382 - - - 42,108,231 2,785,559

Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to set off current tax
assets against current tax liabilities and when the
deferred income taxes relate to the same fiscal authority.

The following amounts, determined after appropriate

offsetting, are shown in the balance sheet:

EREEEMNAKGRERAEELARBHBABEERY
MELERSHRE KR — M BRI EEREHRE
EEREMEHABEEMEHE Er AEBERIHEEZR T
e HMEEERABRAIIK:

The Group The Company
PN P YN

2004 2003 2004 2003
—ZENF —EE=F —E2ENF —EE=F
HKS$ HK$ HKS$ HK$
BT BT BT BT
Deferred tax assets BT IBEE (152,299) (160,852) - =
Deferred tax liabilities FEFRIBAE 48,324,546 8,361,014 42,108,231 2,785,559
48,172,247 8,200,162 42,108,231 2,785,559
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2004 2003
—EENEF —EE=F
HK$ HK$
BT BT
Operating profit g B A 192,029,133 131,024,599
Depreciation e 30,392,756 26,853,647
Amortisation of goodwill i ¥ 1,141,116 1,141,116
Impairment of goodwill SN 6,952,734 =
Loss on disposal of fixed assets HERBRTEEERE 63,339 492,698
Write-off of fixed assets B EWRE 50,341 1,522,207
Write-off of obsolete inventories BT B E - 574,840
Provision for inventory obsolescence BT EERE 1,159,341 3,421,823
Reversal of provision for bad and B EIEREE
doubtful debts in respect of: BiE
— Debtors — e AR I8 (6,382,952) =
— Amount due from a related company  — & U B B A 7] - (6,955,152)
Provision for bad and doubtful debts EAREE - 2,555,435
Interest income F B WA (656,140) (274,802)
Increase in fair value of investment B EMERAFE
properties (77,303,809) -
Operating profit before working EEECEHAIKERT
capital changes 147,445,859 160,356,411
Decrease in non-current deposit FE W IE R B R & RO
receivables 450,000

Increase in inventories
Increase in debtors
Decrease/(increase) in bills receivable
Decrease/(increase) in deposits,
prepayments and other receivables
(Increase)/decrease in amounts due
from related companies
Increase in amounts due from
jointly controlled entities
Increase in creditors and
accrued charges
Increase in bills payable
Increase/(decrease) in amounts due
to related companies
Decrease in amounts due to jointly
controlled entities
Increase/(decrease) in non-current
rental deposit payables

7 5 4 1
8 B I 1

B D/ ()
e BNRARE LR

W BR AL A (3 n)

JiE U BRI BSE N =) (3 A0)
R

JE U £ (R 42 I B
3N

JE 1~ BR B % FE 5T
A B #n

JIE 15 22 4% 442 0

JFE 1~F BR B 2 B4 N
JCR)

JE A5 HE R4 I & B

FERIER B IE & 5T £ 48 h0
/OB A)

(25,814,662)
(1,647,584)
5,042,910
17,420,871
(628,864)
(28,725,908)

89,076,501
11,164,067

1,861,814
(42,345,860)

492,850

(28,304,318)
(64,696,966)

(2,827,800)
(22,371,890)

3,060,244

25,412,034
605,502

(1,339,727)
(23,023,481)

(237,582)

Net cash inflow from operations

REZHEEZHSRAZRE

173,341,994

47,082,427
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Share capital

(including share premium) Dividends payable Minority interests Short-term bank loans Long-term bank loans
BRA (BFEE) EfRE LURRER BHRTER RERKTER
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
ZEEME _TRSE CBEQEE  —ST=F ZREQRE “RT-F CZEENE TS “EEME —TR=F
HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$ HK$
BT BT BT BT B by B by B BT
At 1st January W—A-H 322,791,006 219,819,575 323,592 239,881 100,628,367 91,427,568 362,165,384 327,728,584 64,327,878 71,023,694
Exchange differences EXESR - - - - - - - - (848) -
Exercise of share options /T {F & /& 4,616,260 26,626,320 - - - - - - - -
Issue of shares ki - 78,500,000 - - - - - - - -
Share issue expenses BIRNHER - (2,154,889) - - - - - - - -
Minority interests’ share DHRREN
of profits B - - - - 5852436 9,200,799 - - - -
Minority interests' share of &I/ R (5 [E
receivables converted to KEEEZ A
equity interest in a jointly KR EE
controlled entity (note 15)  ##& - - - - (12,960,330) - - - - -
Dividends paid SRS - - (55,471,465) (35,301,020) - - - - - -
Additions of new loans EMHES - - - - = - 323,287,207 287,546,000 - 36,148,008
Repayment of loans BEER - - - - - - (346,763,634) (253,109,200) - (42,843,819)
Dividends declared e = - 55,576,230  35384,731  (2,697,962) = = = = =
At 31st December ®+=A
=t+-8 327,407,266 322,791,006 428,357 323,592 90,822,511 100,628,367 338,688,957 362,165,384 64,327,030 64,327,878

Details of major non-cash transaction are set out in note
15.

At 31st December 2004, the Group had aggregate
banking facilities of approximately HK$504,849,000
(2003: HK$434,860,000) for trade financing, loans and
overdrafts. Unused facilities as at the same date
amounted to approximately HK$53,805,000 (2003:
HK$22,724,000). These facilities were secured by
pledging the fixed assets and certain accounts receivable
in total sum of approximately HK$668,876,000 (2003:
HK$619,468,000) held by the Group, cross guarantees
among the subsidiaries and corporate guarantees
provided by related and third party companies of the
Group.

TRFRERHHBASHMEIS

E-ZEZEMFT_A=1t—HB AKERRTESZE

BEBEANAED M5048490007c(_§9TE F K
434,860,0007T) \AIEE SR E - ERNE X o R FFHA

RIZEHEEH AB%53805000T (ZEE=45F K
22,724,00070) - AEAEBEEEE 2 BEHRE AN
8% 668,876,000 (=L =4 : /£1%619,468,000
T WETEEENMERERER MBARZEHER —3F
2EBEENBRR 2 PERERE=BE a2 ¥
Re
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At 31st December 2004, the Group has provided
guarantees in respect of bank loans granted to
third party companies amounting to approximately
HK$301,809,000 (2003: HK$296,764,000).

(i)

Among such guarantees, three amounts
totalling approximately HK$237,712,000
(2003: HK$232,667,000) (the
“Guarantees”), which represented
approximately 15% (2003: 16%) of the
Group’s total assets at 31st December
2004, were provided by a subsidiary of the
Company, Sichuan Jinfeng Paper Company
Limited (“Jinfeng”), and two jointly
controlled entities of the Group in the PRC,
Sichuan Jinfeng Spike Paper Products
Company Limited (79I 882 B " & A
fR 2 &]) (“Spike”) and Sichuan Jinfeng
Innovation Industry Company Limited (I
N iR LA E 2 AR A7) (“Innovation”), in
favour of the Bank of China (the “BOC”) to
secure the repayment of three banking
facilities (the “Bank Loan”) granted to P4/
FFEMERE B R AR (Sichuan Jian Nan
Chun Finance and Credit Investment
Company Limited) (“Jian Nan Chun”).

A

2

A 3l |
\I\%'JH

EENE+_—_A=+—H AEEAFE=%
R 1T B 3K E H 4978 #.301,809,0007T (—
£ B 152096,764,0007T ) HIEAR o

3
| % F

ELRERESR =ZBAH
237,712,000t ( — T =
232,667,000t £ 58 ([Z ZFHER
ERNAEBR _ZSEZENF+ =
HzBEEBZI15%(=F
16%) A ARARIZHEB AR MIIHE
MERNDBRAR ([$3E]) RMHEE ﬂ

THIEEN)BERE RARBRA
([#rE5]) kM) Hﬁ%ﬂmu%ﬁ,\%ﬁﬁﬁ
AI(TAIFTEZ]) LARBERETT ([HER])
B m AR REN) 8 mEE
BREBRAA ([RIERE]) 2-HEERH
B (IRITER]) -

‘HHD

o

o

[—

)

mm
[l
 +

A
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The details of the banking facilities are as ZERITEEREFBEOT:
follows:
Date of agreement Guaranteed by Amount Interest rate
ELEE BRA &8 GilkS
2004 2003
“EENE —TE=F
11th July 2002 Jinfeng, Spike and Innovation US$14,600,000 US$14,600,000 Annual rate 4.1343%
ZZZ-F+A+—H HBE HERRAHEE (HK$113,903,000)  (HK$113,903,000) E 7% 4.1343%
%714,600,000C  %7T14,600,0007T
(HEREY (REREE
113,903,000 ) 113,908,0007T.)
30th October 2002 Jinfeng, Spike and Innovation RMB65,000,000 RMB65,000,000 Annual rate 6.696%
“ZE-F+A=+H HBEY HERKEHEE (HK$61,269,000) (HK$61,269,000) FF1%6.696%
AEK#65,000,000t A R65,000,0007T
(HEREY (REREE
61,269,0007T) 61,269,0007T.)
12th August 2003 Jinfeng, Spike and Innovation EUR5,900,000 EUR5,900,000 6-month interest rate
“ZZ=F)\A+-H HLY HWERKAHETE (HK$62,540,000) (HK$57,495,000) LIBOR/ HIBOR + 1.3%
B 7£5,900,0007 B 7£5,900,0007T 7~18 A 2 LIBOR,/HIBOR
(HEREY HEREE FEM1.3%
62,540,000 ) (57,495,0007T)

MEEDTEFEREARGERBE
HEMEHARHAFEXREEXES
BfFAEERE ([EERE]) HHE
A RBEERRBIAR KA EXEBAL
ERE RESMTES BHRER M
AR R EXRFER B EMEEIL
ZH-APRAMEERHBITRBER
YRR BRI EERBSRMER.

Jian Nan Chun is a licensed financier in
the PRC and is a provider of credit and
finance as well as the lessor of production
facilities required by the manufacturing
business (the “Production Facilities”) of
Spike and Innovation. In order to finance
the acquisition by Jian Nan Chun on behalf
of Spike and Innovation of the Production
Facilities, at the request of the BOC, Spike,
Innovation and Jinfeng each entered into
an arrangement with Jian Nan Chun to
whom the BOC granted banking facilities
that were to be guaranteed by Spike,
Innovation and Jinfeng.
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(i)

Pursuant to agreements among Jian Nan
Chun, Spike and Innovation, Jian Nan Chun
leased the Production Facilities to Spike
and Innovation for a term of six years after
which title to the respective Production
Facilities will be assigned to Spike and
Innovation (the “Lease Arrangement”). The
rentals of the Lease Arrangement mirror the
respective loan repayment schedules of the
Bank Loan. The aggregate rental payments
under the Lease Arrangement for Spike and
Innovation comprise (i) the principal of the
respective Bank Loan; and (ii) the
respective interests payment. Both the
Production Facilities acquired for Spike and
Innovation by Jian Nan Chun have been
pledged to the BOC as collateral.

The outstanding lease payable by Spike and
Innovation at 31st December 2004
amounted to HK$220,549,000 (2003:
HK$232,667,000).

The remaining guarantee in the amount of
HK$64,097,000 (RMB68,000,000) at 31st
December 2004 (2003: HK$64,097,000
(RMB68,000,000)) was provided by Jinfeng
to another third party company. Details are
set out below.

After the group reorganisation was
completed on 25th March 2002, Cheung
Fung Technology (Holdings) Limited
(“Cheung Fung”) became a subsidiary of
the Company.

Cheung Fung is at all material times an
investment holding company holding a
majority share interests in its subsidiary
Jinfeng. Jinfeng in turn holds the majority
share interests in an equity joint venture
enterprise, namely, Innovation. The principal
business activities of Innovation are the
manufacture and sale of cigarette tipping
paper.

(i)

RERBEFREG AR RAIFEXETLZ
& fEESO RN AR RAIFHER
HELERE SPAF HE AL
ERMmE B ESEET R = KA
EX([HEHK=]) HEHBETHNES
RREFNEERBHR TR RAME
ENHEHZNEESNRERIEG)EH
ZERMAEE: R(i)B B2 B K
ZMBLERBHER T HRERER

=)
on °

R-ZEENME+—_A=+—H A=K
A EXHEEZENESER ALY
75 220,549,000 (2T =F : B
232,667,0007T) ©

BN ZERSREL)E®64,097,0007T (A
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Notes to the Accounts

AR B HMYEE

In order to finance the acquisition of the
machinery and production facilities for the
manufacture of the cigarette tipping paper
(the “Innovation Production Facilities”),
Jinfeng and Innovation have made the
following arrangements:

Innovation

entered into the R & {E &% (Cooperation
Agreement) with/ [ /= 35 §R 17 5K #8 T 48 /i 2
1T (the Agricultural Bank of China, Chengdu
Branch) (the “Bank”) and F0)!| & & T8 & i%
3B R A A (Sichuan Finance and Lease
Joint Stock Company Limited ) (the
“Finance Company”) dated 11th June 2002
pursuant to which the Bank will provide
banking facilities not exceeding the amount
of HK$65,982,000 (RMB70,000,000) to the
Finance Company for the acquisition of the
Innovation Production Facilities and in the
event that the Finance Company is in
default of repayment of the loan, the Bank
is authorised to deduct the overdue amount
of the loan owed by the Finance Company
from the bank account of Innovation.
Pursuant to the Cooperation Agreement,
the Finance Company has entered into
sevenfsg ;X & [ loan agreements dated
11th June 2002, 8th July 2002, 21st March
2003, 31st March 2003, 23rd May 2003,
20th June 2003 and 23rd June 2003 with
the Bank and has borrowed a total sum of
HK$64,097,000 (RMB68,0000,000) (the
“Loan Agreements”); and

entered into the gt & & & [A (Finance and
Lease Agreement) with the Finance
Company, dated 11th June 2002 under
which the Finance Company shall lease the
Innovation Production Facilities to
Innovation for a 57-month period at a total
rent of HK$64,097,000 (RMB68,000,000)
and interests of HK$8,483,400
(RMB9,000,000). At the end of the lease
period, Innovation has an option to
purchase the Innovation Production
Facilities at RMB1.
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Notes to the Accounts
AR B FfiaE

Jinfeng

i. entered into a total of seven & & A
guarantees respectively dated 11th June
2002, 8th July 2002, 21st March 2003, 31st
March 2003, 23rd May 2003, 20th June
2003 and 23rd June 2003 in favour of the
Bank to secure the repayment of the loan
in the aggregate amount of HK$64,097,000
(RMB68,000,000) by the Finance Company
under the Loan Agreements.

On 3rd September 2004, as a result of a £ #|
7E & (Civil Verdict) involving the Finance Company
and M JI| #1= Bk 7% 2 7] (Sichuan Communication
Services Company, the guarantor of another loan
owed by the Finance Company) (“Communication
Services Company”), the People’s Court of the
Sichuan Province issued a #%B) ¥ 1T A ZE (Notice
of Execution Assistance) to Innovation requesting
that any rental payment payable to the Finance
Company under the Finance and Lease
Agreement shall be suspended and any part of
the HK$64,097,000 (RMB68,000,000) payable to
the Finance Company shall not be paid to the
Finance Company or any third party.

Innovation obtained PRC legal advice and filed
an application for the withdrawal of the Notice of
Execution Assistance on 10th September 2004
on grounds that (i) the Communication Services
Company has no legal rights to apply for such
Notice of Execution Assistance; (ii) the issue of
the Notice of Execution Assistance did not comply
with the procedural rules; and (iii) the Finance
Company is not the beneficial owner of the rent
payable to it.
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Notes to the Accounts
AR B FfiaE

Also in September 2004, the Bank, the Finance
Company, Jinfeng and Innovation entered into a
P95 k= (Four-Party Agreement). Under the
Four-Party Agreement, in consideration of the
assignment to Innovation of the outstanding loan
in the amount of HK$40,343,000 (RMB42,800,000)
and interest thereon owed by the Finance
Company to the Bank under the Loan Agreements,
the Finance Company shall release Innovation of
its liability to repay the outstanding rent payable
under the Finance and Lease Agreement in the
same amount of HK$40,343,000 (RMB42,800,000)
and interest thereon. By assignment of the
outstanding loan to Innovation, the rights and
obligations under the Loan Agreements between
the Bank and the Finance Company would be
extinguished. The Finance Company also agreed
that the property rights of the Innovation
Production Facilities under the Finance and Lease
Agreement shall be transferred to Innovation and
the HK$2,509,000 (RMB2,662,000) & & % security
money paid to the Finance Company by Innovation
shall be converted into share interests,
representing approximately 0.528% of the
enlarged share capital of the Finance Company
held by Innovation in the Finance Company and
the rights and obligations between Innovation and
the Finance Company under the Finance and
Lease Agreement shall be extinguished. Jinfeng
agreed that it shall guarantee the repayment of
the outstanding loan by Innovation to the Bank.

According to PRC legal opinions, the Four-Party
Agreement shall only take effect after the Notice
of Execution Assistance has been withdrawn.

At 20th April 2005, the Court has not responded
to the application by Innovation for the withdrawal
of the Notice of Execution Assistance. At 31st
December 2004 and subsequently up to the date
hereof, payments in the sums of HK$7,918,000
(RMB8,400,000) and an amount of HK$3,959,000
(RMB4,200,000), have been made respectively by
Innovation to the Bank after the issuance of the
Notice of Execution Assistance.
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Notes to the Accounts
AR B FfiaE

Upon consideration of the advice from two PRC
legal firms that the Notice of Execution Assistance
is without legal grounds, the directors are of the
opinion that any related provision was considered
to be unnecessary at 31st December 2004.

The outstanding lease payable by Innovation to
the Finance Company at 31st December 2004
amounted to HK$36,384,000 (RMB38,600,000)
(2003: HK$52,220,000 (RMB55,400,000)).

Both Jian Nan Chun and the Finance Company
are independent third parties not connected with
the Company, directors, chief executives or
substantial shareholders of the Company or any
of its subsidiaries or any of their respective
associates within the definition of the Listing
Rules.

At 31st December 2004, the Group has provided
counter guarantees for bank loans granted to a
third party company amounting to approximately
HK$42,417,000 (2003: HK$42,417,000).

At 31st December 2004, Jinfeng has provided
guarantees amounting to approximately
HK$169,941,000 (2003: HK$160,799,000)
(representing approximately 11% (2003: 11%) of
the Group’s total assets at 31st December 2004)
for two jointly controlled entities of the Group,
Spike and Innovation. The guarantee is to secure
the repayment of certain loans/banking facilities
provided to Spike and Innovation and Jinfeng did
not receive any interest or monetary returns from
Spike or Innovation in consideration of the
guarantees. The amount drawn and remained
outstanding under the loans/banking facilities by
Spike and Innovation amounted to
HK$169,941,000 (2003: HK$118,382,000) at 31st
December 2004.
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The Group
REH
2004 2003
—EENE —EFET=F
HK$ HK$
H#E T BT
Commitments for capital FETHBRAIZER
contribution to subsidiaries AREEHEBREY
Authorised but not contracted for 32,428,598 -
Commitments for construction costs E”ﬁfa$2 BEARFEEE
Contracted but not provided for BB REE 5,455,605 16,213,823
37,884,203 16,213,823
The Group’s share of capital REBEERIEHIE S
commitments of the jointly BARAERT
controlled entities not included
in the above are as follows:
Contracted but not provided for B & A8 KRB 2,761,419 8,152,931
Authorised but not provided for 2 EBRZFLY 6,972,869 6,972,869
9,732,288 15,125,800

At 31st December 2004, the Group and the Company

non-cancellable operating leases as follows:

R-ZT

— ==

ME+-A=1+—H AKERETATHEZ

had future aggregate minimum lease payments under &EZEHEMR ARSI Nz HERENRAELT:

The Group The Company
rEHE AN
Land and buildings Land and buildings
T i RAEF T i RAEF
2004 2003 2004 2003
—EEMEF —ET=F —EENF —EET=F
HK$ HK$ HK$ HK$
E BT E BT
Not later than one year —F R 156,480 312,960 1,200,000 1,200,000
Later than one year and BB — 1B
not later than five years THAeRSF - 156,480 - 1,200,000
156,480 469,440 1,200,000 2,400,000
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AR B FfiaE

At 31st December 2004, the Group and the Company
had future aggregate minimum lease receipts under non-
cancellable operating leases as follows:

R-TEM&E+=A=+—B AEERAAFDRET
AHOE 2 EEBE MR KRR N 2 RIEHE &R L
mF

The Group and the Company

AEERADT
2004 2003
—EENE —ET=F
HK$ HK$
B BT
Not later than one year E—FN 12,960,639 13,495,861
Later than one year and not il —FETBBERF
later than five years 8,149,138 16,351,314
21,109,777 29,847,175

Except for those disclosed elsewhere in the accounts,
the following significant related party transactions have
been entered into by the Group:

(a)

(c)

During the year, the Group sold raw materials,
net of returns of approximately HK$9,675,000
(2003: HK$441,000) to jointly controlled entities.

At 31st December 2004, certain banking facilities
of the Group were secured by corporate
guarantees of HK$72,722,000 (2003:
HK$72,723,000) provided by minority shareholders
of a non-wholly owned subsidiary (see note 26).

During the year, rental income receivable from a
related company amounted to approximately
HK$139,000 (2003: Nil).

The directors of the Company are of the opinion that all
the transactions above have been entered into in the
normal course of the Group’s business and have been
established on terms and conditions that are not
materially different from those obtainable in transactions
with unrelated parties.

The balances with related companies and jointly
controlled entities were interest free, unsecured and
payable within one year.

The accounts were approved by the board of directors
on 20th April 2005.
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