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1.

2.

3.

GENERAL

The Company is incorporated in Bermuda as an
exempted company with limited liability and its shares
are listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”).

The Company acts as an investment holding
company. The activities of its subsidiaries are set out in
note 34.

POTENTIAL IMPACT ARISING FROM THE RECENTLY
ISSUED ACCOUNTING STANDARDS

In 2004, the Hong Kong Institute of Certified Public
Accountants issued a number of new or revised Hong
Kong Accounting Standards and Hong Kong Financiall
Reporting Standards ("HKFRSs”) (herein collectively
referred to as “new HKFRSs”) which are effective for
accounting periods beginning on or after 1 January
2005. The Group has not early adopted these new
HKFRSs in the financial statements for the year ended
31 December 2004.

The Group has commenced considering the potential
impact of these new HKFRSs but is not yet in a position
tfo determine whether these new HKFRSs would have
a significant impact on how its results of operations
and financial position are prepared and presented.
These new HKFRSs may result in changes in the future
as fo how the results and financial position are
prepared and presented.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under
the historical cost convention as modified for the
revaluation of investments in securities.

The financial statements have been prepared in
accordance with accounting principles generally
accepted in Hong Kong. The principal accounting
policies adopted are set out below:
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its
subsidiaries made up to 31 December each year.

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

All significant intra-group transactions and balances
have been eliminated on consolidation.

Gooduwill

Goodwill arising on consolidation represents the excess
of the cost of acquisition over the Group’s interest in
the fair value of the identifiable assets and liabilities of
a subsidiary at the date of acquisition.

Goodwill is capitalised and amortised on a straight-
line basis over its useful economic life. Goodwill arising
on the acquisition of subsidiaries is presented
separately in the balance sheet.

Investments in subsidiaries

Investments in subsidiaries are included in the
Company’s balance sheet at cost less any idenftified
impairment loss.

Revenue recognition

Sales of goods are recognised when goods are
delivered and title has passed.

Revenue from securities trading is recognised when the
contracts of the relevant fransaction are concluded
and executed.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Revenue recognition (continued)

Interest income is accrued on a time basis by reference
tfo the principal outstanding and at the infterest rate
applicable.

Dividend income from investments is recognised when
the Group’s rights to receive payment have been
established.

Rental income, including rental invoiced in advance,
from properties under operating leases is recognised
on a straight line basis over the period of the respective
leases.

Property, plant and equipment

Property, plant and equipment, other than
construction in progress, are stated at cost less
accumulated depreciation and accumulated
impairment losses.

Depreciation and amortisation are provided to write
off the cost of items of property, plant and equipment
over their estimated useful lives and after taking info
account their estimated residual value, using the
straight line method, at the following rates per annum:

Over the tferm of the
leases

Over the shorter of the
term of the lease or
50 years

Over the shorter of the
terms of the lease,
or 5 years

20% to 331/3%

20% to 33'/3%

Leasehold land

Buildings

Leasehold improvements

Plant and machinery
Furniture, fixtures and
equipment

Motor vehicles 25% to 33/3%
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Property, plant and equipment (continued)

The gain or loss arising from the disposal or retirement
of an asset is determined as the difference between
the sale proceeds and the carrying amount of the
asset and is recognised in the income statement.

Constfruction in progress is stated at cost, which
includes land cost and the related construction costs
less accumulated impairment losses. No depreciation
or amortisation is provided on construction in progress
until the construction is completed and the properties
and assets are ready for use. Cost of completed
construction in progress are transferred to appropriate
category of property, plant and equipment.

Intangible assets

Intangible assets are stated at cost less accumulated
amortisation and accumulated impairment losses and
are amortised on a straight-line basis over their
estimated useful lives.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the weighted
average method.

Impairment

At each balance sheet date, the Group reviews the
carrying amounts of its fangible and intangible assets
tfo determine whether there is any indication that those
assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less
than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense
immediately.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)
Impairment (continued)

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, such that the
increased carrying amount does not exceed the
carrying amount that would have been determined
had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is
recognised as income immediately.

Investments in securities

Investments in securities are recognised on a frade-
date basis and are initially measured at cost.

Investments other than held-to-maturity debt securities
are classified as investment securities and other
investments.

Investment securities, which are securities held for an
identified long-term strategic purpose, are measured
at subsequent reporting dates at cost, as reduced by
any impairment loss that is other than temporary.

Other investments are measured at fair value, with
unreadlised gains and losses included in net profit or loss
for the year.

Convertible notes

Convertible notes are separately disclosed and
regarded as liabilities unless conversion actually
occurs. The finance cost recognised in the income
statement in respect of the convertible notfes is
calculated so as to produce a constant periodic rate
of charge on the remaining balances of the
convertible bonds for each accounting period.

Taxation

Income tax expense represents the sum of the fax
currently payable and deferred tax.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Taxation (confinued)

The tax currently payable is based on taxable profit
for the year. Taxable profit differs from net profit as
reported in the income statement because it excludes
items of income or expense that are taxable or
deductible in other years, and it further excludes
income statement items that are never taxable or
deductible.

Deferred ftax is the tax expected to be payable or
recoverable on differences between the carrying
amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in
the computation of tfaxable profit, and is accounted
for using the balance sheet liability method. Deferred
tax liabilities are generally recognised for all taxable
tfemporary differences, and deferred tax assets are
recognised to the extent that it is probable that taxable
profits will be available against which deductible
tfemporary differences can be utilised. Such assets and
liabilities are not recognised if the temporary difference
arising from goodwill (or negative goodwill) or from the
initial recognition (other than in a business
combination) of other assets and liabilities in a
fransaction that affect neither the taxable profit nor
the accounting profit.

Deferred tax liabilities are recognised for taxable
tfemporary differences arising on investments in
subsidiaries, except where the Group is able to control
the reversal of the temporary difference and it is
probable that the tfemporary difference will not reverse
in the foreseeable future.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Taxation (confinued)

The carrying amount of deferred tax assets is reviewed
at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient
tfaxable profit will be available to allow all or part of
the asset to be recovered.

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset is realised. Deferred tax is charged
or credited in the income statement, except when it
relates to items charged or credited directly to equity,
in which case the deferred tax is also dealt with in
equity.

Operating leases

Rentals payable under operating leases are charged
fo the income statement on a straight-line basis over
the relevant lease terms.

Retirement benefit costs

Payments to defined conftribution retirement benefit
plan and Mandatory Provident Fund Scheme are
charged as an expense as they fall due.

Foreign currencies

Transactions in currencies other than Hong Kong dollars
are initially recorded at the rates of exchange
prevailing on the dates of the fransactions. Monetary
assets and liabilities denominated in currencies other
than Hong Kong dollars are re-franslated into Hong
Kong dollars at the rates prevailing on the balance
sheet date. Profits and losses arising on exchange are
dealt with in the income statement.
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3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Foreign currencies (continued)

On consolidation, the assets and liabilities of the
Group’s overseas operations are franslated at
exchange rates prevailing on the balance sheet date.
Income and expense items are translated at the
average exchange rates for the year. Exchange
differences arising, if any, are classified as equity and
fransferred to the Group’s translation reserve. Such
franslation differences are recognised as income or
as expenses in the year in which the operation is
disposed of.

BUSINESS AND GEOGRAPHICAL SEGMENTS

BUSINESS SEGMENTS

For management purposes, the Group is currently
organised into three major operating divisions — toy
products frading and manufacturing, consumer
products frading and manufacturing and securities
frading and investments. These divisions are the basis
on which the Group reports ifs primary segment
information.

Principal activities are as follows:

Toy products trading — Sourcing, manufacturing
and manufacturing and distribution of toys
and premium

Consumer products — Sourcing, manufacturing
frading and and distributfion of
manufacturing consumer products

Securities tfrading — Trading and investing of
and investments marketable securities
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4. BUSINESS AND GEOGRAPHICAL SEGMENTS 4., XBRitEoEER ©

BUSINESS SEGMENTS (continued) X%oE A
An analysis of the Group’s turnover, operating results,
assets, liabilities and other information by business
segment is presented below:

AEBEXR  KEXE BE Af
REMERIEZZBDBONAOT

For the year ended 31 December 2004 BE-_ZZNF+-A=+—HLFE

Toy Consumer
products products
trading Securities trading
and frading and and
manufacturing  investments manufacturing
BERHE EHEE BEEKZE Consolidated
nEER kEE HEER RE
HKS000 HK$'000 HKS'000 HKS'000
BETFT BETFTT BEFT BEFT
TURNOVER L] 113,629 10,983 40,679 165,291
RESULT BE
Segment result before e
amortisation of goodwill (REHEE) 17,809 (82) 3,633 21,360
Less: Amortisation of goodwill o B (540) — (156) (696)
Segment result VAECES 17,269 (82) 3,477 20,664
Other operating income Hing g A 800
Unallocated corporate expenses APERLERY (21,657)
Loss from operations MR (193)
Loss on disposal of subsidiaries HENBAR ZEE (894) (894)
Loss on dilution of inferests BB AR
in subsidiaries ZEB (496) (496)
Finance costs P ER (42)
Loss before taxation BRERIERE (1,625)
Income tax expense FIETRE S (1,786)
Loss before minority inferests Rt LB R
EmAER (3.411)
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4, BUSINESS AND GEOGRAPHICAL SEGMENTS 4.
(continued)
BUSINESS SEGMENTS (continued)
At 31 December 2004
Toy
products
trading
and
manufacturing
BEERBE
NEER
HKS000
BT
ASSETS BE
Segment assets NEEE 61,944
Unallocated corporate assets APMEEEE
Consolidated total assets REEEME
LIABILITIES =L
Segment liabilities AEEE 49,781
Unallocated corporate liabilities AOMEEEE
Consolidated total liabilities meaRER
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Securities
trading and
investments

EHEE

BiRE
HK$000
BEFT

5,653

Consumer
products
trading

and
manufacturing
BERE
HEERM
HK$000
BETT

43,524

9,819

Consolidated
&e

HK$000
BETT

111,021
31,147

142,168

59,610
5,210

64,820
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4.

BUSINESS AND GEOGRAPHICAL SEGMENTS 4.

(continued)

BUSINESS SEGMENTS (confinued)

Other Information

For the year ended 31 December 2004

Capital additions
Property, plant and equipment

Goodwill
Depreciation and amortisation
Property, plant and equipment

Goodwill
Infangible asset

Allowance for slow-moving and
obsolete inventories

Allowance for bad and
doubtful debts

Net realised holding loss on
other investments

Loss on disposal of property,
plant and equipment

Toy
products
trading
and
manufacturing
BERHE
DAEm
HK$’000
BETT
BARE
nE - BER
By 51,033
BE 7,256
FEREH
nE - BER
B 884
BE 540
BVEE —
HHRRE
FERE 47
AEREGE
282
RAAMREZ
E2RERFE —

HENE - BE R
REER

E¥oE (B

Hit&H
BEE_ZTNF+-A=1+—-HLEE

Securities
trading and
investments

EHEE

HRE
HK$000
BETT

60

585

162

Consumer
products
trading
and

manufacturing

E¥BRitEBERS @

EEREE Unallocated Consolidated

HEBER
HKS000
BEFT

369
1,653

92
156

148

127

#HE
HK$'000
BEFT

979

112

e
HK$'000
BETT

52,441
8,909

1,128

696

619

409

585

162
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4.

BUSINESS AND GEOGRAPHICAL SEGMENTS 4.

(continued)

BUSINESS SEGMENTS (confinued)

For the year ended 31 December 2003

TURNOVER

RESULT

Segment result before amortisation
of goodwill

Less: Amortisation of goodwill

Segment result

Other operating income
Unallocated corporate expenses

Loss from operations
Finance costs

Loss on disposal of subsidiaries

Loss before taxation
Income tax expense

Loss before minority interests

£
DREH (RBHHE)

W EEEH

BxE

S

SRS L ON
ADEEEFX
REBE

MBER
HEMBARZER

BBAE R
SRR

Rt DB R B AR

EBDE (B
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Discontinuing

operation
Continuing operations B&IE
FREEXK REXK
Consumer
products
Securities trading
trading and and
investments manufacturing  Restaurants
EHEE BERBE operation Consolidated
HRE HEEm EREH &8
HK$ 000 HK$ 000 HK$ 000 HK$ 000
BETT BETT EETT BETT
14,180 56,200 16,601 86,981
(6,152) (3,951) (757) (10,860)
— — (323) (323)
(6,152) (3.951) (1,080) (11,183)
1,580
(6,488)
(16,091)
(259)
(6.236)
(22,586)
(22,586)
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4.

BUSINESS AND GEOGRAPHICAL SEGMENTS 4.

(continued)
BUSINESS SEGMENTS (continued)

At 31 December 2003

ASSETS BE

Segment assets PEEE
Unallocated corporate assets APMEEEE
Consolidated total assets REEEHE
LIABILITIES =L

Segment liabilities PEEE
Unallocated corporate liabilities AOMEEEE
Consolidated total liabilities meaReE

E¥BRitEBERS @

E¥oE (B

R-BE=F+=-A=+-—

Continuing operations

Consumer

products

Securities trading
trading and and
investments manufacturing
#5HE  HERRE
HRE HEER
HK$000 HK$000
BEFT BEFT
13,162 13,504

141 8,722

H

Consolidated
&e

HK$000
EETT

26,656
21,337

47,993

8,863
1,877

10,740
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4.

BUSINESS AND GEOGRAPHICAL SEGMENTS 4.

(continued)

BUSINESS SEGMENTS (confinued)

Other Information

For the year ended 31 December 2003

Capital additions
Property, plant and equipment

Depreciation and amortisation
Property, plant and equipment
Intangible asset
Goodwill

Impairment loss recognised in
respect of infangible assef

Allowance for slow-moving and
obsolete inventories

Loss on disposal of property,
plant and equipment

EAXRE

nx - BERRE
FEREH

nx - BERRE
B AE

HE

BN BEZCHER
RERE
HHERERERE

HENE - BE R
REEE

EBDE (B

Ht &
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Discontinuing

operation
Continuing operations B
RESEXK Rexk
Consumer
products
Securities trading
trading and and
investments manufacturing  Restaurants
EHEE EEREE operation Consolidated
HEE HEEMR BHEY )
HKS$ 000 HKS 000 HKS 000 HK$ 000
BETT EETT BEFT BEFT
34 274 145 453
124 265 757 1,146
113 — — 113
— — 323 323
320 — — 320
— 2,995 — 2,995
24 506 — 530
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4.

BUSINESS AND GEOGRAPHICAL SEGMENTS 4.

(continued)
GEOGRAPHICAL SEGMENTS

The following table provides an analysis of the Group’s
sales by geographical market, irrespective of the origin
of the goods/services:

Japan =[P

Hong Kong BB

Europe BOM

Singapore EomIib A

The Peoples’ Republic of China, m#E AR H#
other than Hong Kong (T"BEES)

United States of America =

Others Hith

The following is an analysis of the carrying amount of
segment assets and capital additions, analysed by the
geographical area in which the assets are located:

E¥BRitEBERS @

i 35 5 2R
TREEAEBEES BRI TS Z D0
(W EE R RG22 R H)
2004 2003
—EENEF —EE=F
HK$°000 HKS’000
BT T BT
89,186 —
21,754 14,180
18,914 —
16,854 72,801
16,098 —
1,466 —
1,019 —
165,291 86,981

KRB 2 REENT

Carrying amount

of segment assets Capital additions
AHEEZREE BXRRE
2004 2003 2004 2003
“EERE  —TT=F C"FRRE —TT=F
HK$°000 HK$'000 HK$°000 HKS'000
BEFT BEFT BETT BEFT
The Peoples’ Republic of China, HEARERE

other than Hong Kong (TEERE) 64,840 - 50,433 -
United States of America = 291 — 1,933 —
Hong Kong BB 50,763 14,864 8,984 34
Other Asian countries HEimBER 25,182 33,129 = 419
Europe BN 1,092 - - -
142,168 47,993 61,350 453
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5.

LOSS FROM OPERATIONS

Loss from operations has been
arrived at after charging:

Directors’ remuneration (Note 8)
Other staff costs

Total staff costs

Depreciation and amortisation

Property, plant and equipment

Goodwill (charged to other
operating expenses)

Intangible asset (charged to
other operating expenses)

Auditors’ remuneration
Current year
Overprovision in prior years

Allowance for slow moving
and obsolete inventories

Allowance for bad and
doubtful debts

Impairment loss recognised
in respect of infangible asset
(charged to other operating
expenses)

Net unrealised holding loss on
other investments (charged to
other operating expenses)

Net exchange loss

Loss on disposal of property,
plant and equipment

Cost of inventories recognised
as expenses
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5. REFR
2004 2003
—zemE —EE=4
HK$’000 HK$ 000
BT BEFT
EEEATHB THIEE -
EEMS (1i26) 2,887 4,461
H 8 B A 7,043 12,320
BB B 9,930 16,781
)
M - B R 1,128 1,146
B (AR
RERX X H) 696 323
IR E (R A A
EERAXIH) 16 113
1,840 1,582
BBE S
REE 600 514
BT AR - (16)
Wi R R
619 2,995
RERAE
409 =
AR 2 E A ER A
(MR fEEAXER)
= 320
Hib R 2 R BRE A BRFE
(AR A4 B B X 3)
585 =
5 345 4R A - 358
D - B KRB 2R
152 530
RRAMX 2 RAA
136,291 67,268
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5.

LOSS FROM OPERATIONS (continued) &)

and after crediting: NEIWANE

RITHBUA
EHREHFREZBERA

Bank interest income

Dividend income from
investments in listed securities

Net unrealised holding gain on
other investments (included
in other operating income)

Net exchange gain (loss)

Write back of allowance for
bad and doubtful debts

(FIAE AR ELEUA)

PE X Wean (B518) 588
RERBEHRED

Included in total staff costs is an aggregate amount
of approximately HK$245,000 (2003: HK$921,000), in
respect of retirement benefits scheme conftributions
paid or payable, net of nil (2003: nil) forfeited
contribution, by the Group.

LOSS ON DISPOSAL OF SUBSIDIARIES 6.

Continuing Operations

During the year ended 31 December 2004, the Group
disposed certain of ifs subsidiaries, details of which are
set out in note 27.

Hp & 2 RER A U35

KL B ()

2004 2003

—sEnE —ET=
HK$’°000 HKS 000

BT T BT T

12 73

129 39

—_ 449

103 (358)

—_ 470

AEBBEBTRABEREARENGED
RN R 2 K498 #245,0007T (= F
T =4 : £%0921,0007T) (kLU

HEMBARZER
=7 PSS
REZE-TEWMF+=A=1+—ALFE

N AREBHEEETHERR - AR
BRBZFBENMIFE27 -
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6.

LOSS ON DISPOSAL OF SUBSIDIARIES (continued)
Discontinuing Operations

During the year ended 31 December 2003, the Group
discontinued the restaurant operation business through
the disposal of its entire interest in a subsidiary, Masindo
International Limited (*Masindo”), together with its
subsidiaries, which were principally engaged in
restaurant operations in Singapore. The disposal was
completed on 5 August 2003 on which date control of
Masindo was passed to the acquirer. The results of the
restaurant operations which had been included in the
consolidated income statements, were as follows:

Turnover = 2
Other operating income E th 48 & A
Operating costs KX

(Loss) profit from operations & (B518) 4

Finance costs b e
Loss before taxation B 7% A& 18
Income tax expense B
Loss for the period HRRS EiE

6.
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HEMB AT Z2EIE @
I E

REBE-_ZTTE=F+_"_A=+—HIFE
A AEEHEHNEB A FRMasindo
International Limited ([Masindo]) & &
MEBARZZEiEes - MR IEEEER
%7 o Masindo & BB A 7l 2 F E 7
REFMMEREBEERES - EEFEER
—ZETE=F)\AAHZTK ' Masindo &
HIERZABRRIKIE S - BEREB 2 EE
BEEtAGZE =R - BT ¢

1.1.2003
to
5.8.2003
—2B=F
—A—-HEZE
—R¥=F
NREH
HK$ 000
BT T

16,601
79
(17,358)

678)
@)

(680)

(680)
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6.

7.

LOSS ON DISPOSAL OF SUBSIDIARIES (continued)
Discontinuing Operations (confinued)

During the year ended 31 December 2003, the
restaurant operations contributed net cash inflow of
HK$379,000 to the Group’s operations, received
HKS$889,000 in respect of investing activities and paid
HK$2,000 in respect of financing activities.

The loss arose from the discontinuance of the
restaurants operations of approximately HK$6,236,000
was determined based on the sale proceeds of the
disposal less the carrying amount of the consolidated
net assets of Masindo. No tax charge or credit arose
from the transaction.

FINANCE COSTS

Interest on: LATIEB RIS :
bank borrowings wholly ARAFEARNZE
repayable within five years ZIRITE K
convertible notes wholly HARAFRNEIHEE
repayable within five years 2 AR R IR
other loans wholly repayable ARAFAZHEE
within five years 2 HAE K

EBEE

6.

HEMB AR ZEE &
IR ()

RBE_ZZ=F+_H= —I— BHIEFE
A EREBEARERSRSIRAFE
78 #379.,0007T - Eyt&éé@qﬁlﬁlli’%ﬁg
889,0007T * 3f 3t &% & /& B < /8 % 2,000
5T o

BRI EBEREBEEBRENAY
6,236,0007T + JHiRIE L& EH 2 HEFTS
HIER AEMasindoz fr & B E FEREE
METE - RER S HEEETAFIBE X H
HHE R o

BB M
2004 2003
—EEONF —EER=F
HK$°000 HK$ 000
EET T BETT
23 233
19 —
— 26
42 259
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8.

DIRECTORS’ REMUNERATION

Particulars of the emoluments of the directors for both

years are as follows:

Fees
Executive directors
Independent non-executive
directors

Other emoluments
Salaries and other benefits
— executive directors
Salaries and other benefits
— non-executive directors
Retirement benefit scheme
confributions

E50E
HITES
BYFRITES

Hit &
e REMEN
—HITESE
e REMER

—BIUERITES

BRI FT B4R

The emoluments of the directors were within the

following bands:

Nil fo HK$1,000,000
HK$1,000,001 to HK$1,500,000

= £ 75 %1,000,0007T
7% %1,000,001 7T %
75 %1,500,0007T
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EENE

EEXMEFEZMESFBOT

2004 2003

—EENEF —EE=F

HK$’°000 HKS’000

BT T BT T

— 2,000

227 120

227 2,120

2,378 2,329

250 —

32 12

2,887 4,461
SR AT &SRB ES :

2004 2003
—EENEF T =F
Number of Number of

directors directors
= B=E

AE A

9 11
2 1
11 12
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8.

9.

10.

DIRECTORS’ REMUNERATION (continued)

No emoluments were paid by the Group to any of the
directors as an inducement to join or upon joining the
Group or as compensation for loss of office and no
directors waived any emoluments in both years.

EMPLOYEES’ EMOLUMENTS

The five highest paid individuals in the Group included,
fwo directors (2003: four directors) of the Company
whose emoluments are set out in note 8 above. The
emoluments of the remaining three (2003: one)
individuals were as follows:

o kEMEN
R RAE A ET &) LR

Salaries and other benefits
Retirement benefits scheme
contributions

The aggregate emoluments of each of the employees
was less than HK$1,000,000 for both years.

INCOME TAX EXPENSE

The charge for the current year represents Hong Kong
Profits Tax calculated at 17.5% of the estimated
assessable profit for the year.

For the year ended 31 December 2003, no provision
for Hong Kong Profits Tax has been made in the
financial statements as the Group incurred tax losses.

10.

BEEMWE

AEEYEEAESNINE - ABREIRK
FINEEAR R A E AN B 1R 2 2R Sl B B
mE ARNEAMESFE  UESEENE
EAIBE

EEME

AEEALAESFEATEEREAR
AER(CZZ=F  NEEF) r REZ
e EXHE8ARE - Htf=% (=
ZT=F: —R)EaHEAZHMENOT

2004 2003
—EFTNEF —ET=F
HK$°000 HKS 000
BET % BB
1,507 632

24 95

1,531 727

BREREzMEeER BARmEAFES IR
7 1,000,0007T ©

FrEBimx
REEZRERIETBFEH - DREA

FEMBBRVOE N IRBET7.5%TH ©

HRAEEREBE_ZZ=F+_A=+
—HIEFESFEVARBE - MW EEN
BomR AR E BRI GHIELBAE
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10.

INCOME TAX EXPENSE (continued) 10.

Tax in other jurisdictions is calculated at the rates
prevailing in the respective jurisdictions. No provision
for tax in other jurisdictions for both years has been
made in the financial statements as neither the
Company nor any of its subsidiaries had any assessable
profit subject to tax in other jurisdictions.

The income tax expense for the year can be
reconciled o the loss before taxation per the income

statement as follows:

Loss before taxation

Tax at the Hong Kong Profits Tax
of 17.5%

Tax effect of expenses that are
not deductible in determining
taxable profit

Tax effect of income that are
not taxable in determining
taxable profit

Tax effect of losses
not recognised

Effect of different tax rates of
subsidiaries operating in other
jurisdictions

BRELRTE 1R

REBTIBBBIE7.5%
2 BE

B 5 A R0 1 5 3
MBE% 2 AR 8

T B SR st ) B 3
HRINBAZ RAZE

AERABRZHATE
REA RDEE R L Z

> &I B AR
ERIVE

Income tax expense for the year ANEE ST X

Details of deferred taxation are set out in note 25.
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FEFHEX @

R RIR IR B RDAE R ZRITH
Kt E - ARANR A KA B AR
EEAABMEMBRDAEERIEZERN
A - EtE I B AR A RDA
R TR B -

AL BTSRRI RS B A
BRHY - HEMT -

2004 2003
—2EmE —2T=%
HK$’000 HKS$ 000
BT T BT T
(1,625) (22,586)
(284) (3,952)

444 2,354

(104) (292)
1,816 2,085
(86) (195)

1,786 —

BRI I MIEE25 ©
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11.

LOSS PER SHARE

The calculation of the basic loss per share is based on
the net loss for the year of approximately HKS6, 128,000
(2003: HKS$21,421,000) and on weighted average
number of ordinary shares in issue during the year of
1,191,018,871 (2003: 717,062,000).

The weighted average number of shares for the
purpose of calculating basic loss per share for the year
ended 31 December 2003 has been adjusted for the
effect of a rights issue as described in note 21.

No diluted loss per share has been presented for the
year ended 31 December 2003 as the exercise of the
share options of subsidiaries as set out in note 22, would
result in a decrease in loss per share.

The computation of diluted loss per share does not
assume the conversion of the Company’s outstanding
convertible notes since their exercise would result in a
decrease in net loss per share from continuing
operation for the year ended 31 December 2004.

11.

BRER

BREABEDNREBEATEZ BEFED
HBH6,128,000L (ZTET=F : K
21,421,00070) RAFERDEHITLBRZ
MEFH21,191,018,871 K (—TF=
4 : 717,062,0000%) 5t & -

ERMEQ T 2 T E - HRRFE
BE_TT=Ft+_A=+t—HLFESE
B E A B 1R 2 B 2 0 35 B AR
#=® o

EETR=FA+_A=THLFEY
20 B REEEE - B A 228751
BRBRTHEBRESENSTRERRD

B
o

BREEER I ETERKRARFTCH
TMARTRZARERE LG RAE
RITEEEFHE_FTTHUF+ A=
—BUEFEEERIEREXBERERES
B o
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12.

PROPERTY, PLANT AND EQUIPMENT

THE GROUP

COST

At 1 January 2004

Exchange adjustments

Addifions

Transfer

Disposals

Acaquired on acquisition
of subsidliaries

Eliminated on disposal
of subsidliaries

At 31 December 2004

DEPRECIATION AND
AMORTISATION

At 1 January 2004

Exchange adjustments

Provided for the year

Disposals

Eliminated on disposal
of subsidiaries

At 31 December 2004

NET BOOK VALUES
At 31 December 2004

At 31 December 2003

The land and buildings are situated in the Peoples’

5508

s
R-FFRE-A-A
B 0%

2R

22

&
KEHBLARBRE

HENEAARYH

R-EEMET-A=1-H
FERES
N-ZERE-A-A
ERRE

AEERE

it

HENBRFRLE
R-FEMET-A=1-H

BEFH
R-FERET-A=1-H

& L EE e
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12. 9% BERKE

Furniture,
fixtures and Construction
Land and Leasehold Plontand  equipment Motor in

buildings improvements  machinery Fho vehicles progress Total
THREF HENEEE  EERHE  RERRG HE ERIE £%
HK$000 HKS‘000 HK$*000 HKS:000 HK$000 HK$"000 HK$000
BETT BETT BT BETT AETT BT BRI
- 10 - 1118 - - 1,188

- - - 10 - - 10

1,441 30 1129 387 - 11,619 14,500
11,519 - - - - (11,519) -
- (48) - (121) - - (169)
24,310 74 11,375 1,647 479 50 37,985
- - - (925) - - (925)
31210 126 12,504 2116 479 50 52,545
- 2 - 23 - - 265

- - - 2 - - 2

150 3 726 122 98 - 1128
= (®) = (12) = = (I7)

- - - (156) - - (156)

150 I 726 199 98 - 1202
37,120 71 11,778 1917 381 50 51,323
- 48 - 875 - - 923

Republic of China under long-term land use rights.

THREFHLNRPEARKNER - #

BRELHEAHRE -
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13. INTANGIBLE ASSET 13. BEEE
Stock exchange
trading right
B X AT
REHE
HKS 000
BT T
THE GROUP KEH
CosT RS
At 1 January 2004 R-ZEEME—H—H 2,000
Eliminated on disposal S BB A B B 3 8
of a subsidiary (2,000)
At 31 December 2004 RZZEZEWMF+—_H=+—H —
AMORTISATION AND IMPAIRMENT #8455 5l B
At 1 January 2004 R=ZZEZTWM&E—HF—AH 1,600
Charged for the year KEEEE 16
Eliminated on disposal S BB A Bl B 8
of a subsidiary (1,616)
At 31 December 2004 RZZEZEWMF+—_HA=+—H —
NET BOOK VALUE BREFE
At 31 December 2004 RZEZENME+=—HA=+—H —
At 31 December 2003 RZEE=F+=-"A=+—H 400
The goodwill is amortised over its estimated useful life, EEREGENEMEEABRRNS 58
on a straight line basis, of ten years. 8 ©
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14. GOODWILL 14. B8
THE GROUP REE
COST R

Arising on acquisition
of subsidiaries
Eliminated on deemed

WEHEBARRES

15, 1F & P B8 1 BB $ 55

disposal of subsidiaries

At 31 December 2004 R-ZZETMF+_A=+—H
AMORTISATION ey

Provided for the year KEEEE

At 31 December 2004 RZZETMF+_A=+—H
NET BOOK VALUE AR B

At 31 December 2004 R_ZEENF+_-_HA=+—H
At 31 December 2003 R_ZEZE=F+_A=+—H

The goodwill is amortised over its estimated useful life,
on a straight line basis, of ten years. 5
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HK$ ‘000
BETTT

8,909
(496)

8,413

696

696

7,717

BERERANEMAERRRD T4
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15. INTERESTS IN SUBSIDIARIES 15. B A TR

THE COMPANY

KA F]
2004 2003
—EENF —EE=F
HK$°000 HKS’000
BT T BT T
Unlisted shares, at cost JE LMD - A — —
Amounts due from subsidiaries Sl NEIUNEN 74,741 58,456
Less: Allowance for amounts due  : M8 A & /R B &
from subsidiaries (2,483) (22,020)
72,258 36,436
The amounts due from subsidiaries are unsecured, non- WBARRRAEERMN  REAERTE
interest bearing and have no fixed repayment terms. HH c BEERE  REFETEREER
In the opinion of the directors, the amounts will not be e+ —EAREE HLKIARFEREE
repaid within twelve months from the balance sheet g ©
date and are therefore classified as non-current.
Details of the subsidiaries of the Company at 31 ARBMBARIR_EZNFEF+ A=+
December 2004 are set out in note 34. —BZFEBHNME34 -
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16. INVENTORIES

Raw materials R 1%}
Work in progress TE8
Finished goods RIPK M

Included above are raw materials of HKS141,000 (2003:
nil) and finished goods of HK$69,000 (2003: HK$900,000)
respectively which are carried at net realisable value.

17. TRADE AND OTHER RECEIVABLES

The Group has a policy of allowing an average credit
period ranging from 30 days to 90 days to its frade
customers. Included in frade and other receivables are
frade receivables of HK$23,305,000 (2003: HK$6,908,000)
and the aged analysis is as follows:

0 fo 60 days 0£60H
61 to 90 days 61E90H
Over 90 days BiE90H

16.

17.
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7E
THE GROUP
AEE
2004 2003
—EENEF —EE=F
HK$°000 HKS’000
BEEF T BT
1,718 —
641 —
362 6,717
2,721 6,717

EXFI BB RR A ERFEAR R
MENEE141,00000 (Z2E=4F : &) k&
BB 69,000t (ZET=F : Bk
900,0007T,) °

FEW R R B E B WK IE

AEBEGTEZEFP ZTFHEEHRNFI0
£90H - BRENEWERRNE T EKHRIEA
AW AR FRE #23,305,000T (ZEE=
F : B¥6,908,0007T) * BRECDOITAT

THE GROUP
AEm

2004 2003
—EFTNEF —ET=F
HK$’000 HKS 000
B F T BT T
15,956 5,060
4,388 732
2,961 1,116
23,305 6,908
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18. INVESTMENTS IN SECURITIES

Other investments HMwE
— listed equity securities — FME#ERES
Hong Kong BB
Overseas SZIN

Total classified as current assets  FI{ERENE E 2 458
Market value of listed securities M52 miE

The carrying value of overseas listed securities at 31
December 2003 included an amount of approximately
HKS$7,100,000, representing a 3.4% interest in United
Pulp & Paper Company Limited, a company
incorporated in Singapore with its shares listed on the
Singapore Exchange Securities Trading Limited and
engaged in the manufacturing and selling of paper
and packaging products.

18.

BHERE
THE GROUP
KEHE
2004 2003
—EENEF —EE=F
HK$°000 HKS’000
BT T BT T
5,474 4,972
— 7,100
5,474 12,072
5,474 12,072

BHINETBESFR _TE=F+_A=+—
H 2 BREE R EHIEE7,100,0007T 2 5K
1H - KX M United Pulp & Paper
Company Limitedz 3.4%#z ° %A A
FAFT DN S M AR ST+ BRAD T 3T DN 3 58 5 32
G ETERERRRBDEERCEHE
7 o
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19. TRADE AND OTHER PAYABLES 19. BENRARAECENRE
Included in trade and other payables are trade BERENERNEEENFKIBREMNE
payables of HK$18,339,000 (2003: HKS7,767,000), and FREH18,339,000 L (ZEE =4F : B
the aged analysis is as follows: 7.767,0007T) * BRECHTAAT -

THE GROUP

REH

2004 2003
—EEOF —TE=F
HK$°000 HKS 000
BETFT BEEFT
0 to 60 days 0z260H 12,123 6,736
61 to 90 days 61290H 2,749 865
Over 90 days HBE90H 3,467 696
18,339 7,767

20. CONSTRUCTION COST PAYABLES 20. BENEERE
The amounts represent construction cost payables in ZHIBREENTRIE=ZF 2 K=
respect of property, plant and equipment to Rz Z2ERE - AEKAREE - &
independent third parties, which are unsecured, EBRFRABEZZETNFLH—BERAE
interest free and to be repaid by six equal monthly AREH D BHZA -

instalments commencing from 1 July 2006.
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21. SHARE CAPITAL 21. B
Number Share
of shares capital
% 17 8 B 2
HKS 000
B TFT
Authorised: ERE
Ordinary shares of HK$S0.1 each R_-_ZTZE=F— H— Eltﬁx
at 1 January 2003 HEBSEOITZEE 5,000,000,000 500,000
Subdivision of each unissued H%%ﬂ@é‘ﬁ%@?ﬁ%ﬁii%mﬁﬁ
share into 10 shares FREEBE0.01T
of HKS0.01 each 45,000,000,000 —
Ordinary shares of HKS0.01 each R -ZZTPUFE—F—HK
at 1 January 2004 —EENF+ A =+—H
and at 31 December 2004 Z EREMEAEK0.01T.2
Rl 50,000,000,000 500,000
Issued and fully paid: BEETRAR
Ordinary shares of HKS0.1 each WR-_ZZ=F—F—HEK
at 1 January 2003 HEBEO. T2 ETm% 712,360,000 71,236
Capital reduction & AHIR — 64,112)
Ordinary shares of HKS0.01 each R-_ZZT & —F—HERK
at 1 January 2004 HEEB#0.01 70 2 @R 712,360,000 7.124
Placing of new shares (note a) &R (Hata) 390,000,000 3,900
Rights issue (note b) #RR (K1 3b) 426,180,000 4,261
Ordinary shares of HK$0.01 each HR-_ZZWF+_-_HA=+—H
at 31 December 2004 EREEBE0.01ITZ
LA 1,528,540,000 15,285
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21. SHARE CAPITAL (continued)

Notes:

(@) On 15 January 2004, a placing and subscription
agreement was entered info between the Company,
Charm Management Limited, the substantial
shareholder of the Company (*Charm”) and the
placing agent to place 140,000,000 shares in the
Company at a price of HK$0.05 per share to certain
independent third parties. Also, Charm subscribed
140,000,000 new shares of HKS$0.01 each in the
Company at a price of HKS$S0.05 per share,
representing a discount of 7% to the closing price of
the Company’s shares as quoted on the Stock
Exchange on 15 January 2004.

On 19 November 2004, a subscription agreement was
entered info between the Company and Charm to
subscribe 250,000,000 new shares of HK$0.01 each in
the Company at a price of HK$0.058 per share,
representing a discount of 9% to the closing price of
the Company’s shares as quoted on the Stock
Exchange on 19 November 2004.

The gross proceeds of approximately HK$21.5 million
before share issue expenses, would be used for certain
investments and additional working capital of the
Company.

These new shares were issued under the general
mandate granfted to the directors pursuant fo the
resolutions of the shareholders of the Company issued
on 25 June 2003 and at the annual general meeting
on 8 June 2004,

) On 29 March 2004, a rights issue ("Rights Issue”) on
the basis of one rights share for every two existing
shares held by shareholders on the register of members
on 5 March 2004 was allotted at an issue price of
HKS0.05 per rights share, resulting in the issue of
426,180,000 shares at HK$0.05 each for a total cash
consideration, before share issue expenses, of
approximately HK$21.3 million. The proceeds would
be used for certain investments and additional
working capital of the Company.

All the shares issued during the year rank pari passu
with the then existing shares in all respects.

21.
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NI
HidE :
(@) 56_77@¢ A+HHB  AR7E K

®)

Az EEZRECharm MonogemenT
Limited ([Charml]) B2 &E R IE AR
— I E RRBEmZ - AERE0.05
TZBRMETEYE=ZFEE
140,000,0008% i1 ° FI&F - Charm A
lﬁx;%”r*ﬁo 057t 2 (%5885 140,000,000

=2 HXE@/’E’%0.0]EZ%WX " %fEB
*%)7%$/‘ﬂﬂﬁ1" —ETME—A+H
BB 2 Wi BT 7% °

RZZZNF+—A+1E AR
CharmzT 3 — 10 R Mﬂxﬁéﬁ%‘
0.0587t 2 B &3R8 FE 2 A 71250,000,000
REREESECO T 2D - %E
BAEBRRRBRMHR-_ZEZTNFE+—F+
LB B BT 2 W B 3T 38 9% o

FTS FIAARERA) 378 121,500,0007T (R
HRARBETEN 2R - BREAR
Rl ETRERBINEEES -

ZEMBD IREBEARABRR —FFT
=FRNA-THAEMER _TEME
NANBRBERBFRE BB RE
RETESZ —REEMET -

RZZFZEEF=A=—F+NA  ARFAR
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22.

SHARE OPTIONS

Pursuant fo a resolution passed on 28 January 1994,
the Company’s share option scheme (the “Old
Scheme”) was adopted for the primary purpose of
providing incentives to directors and eligible
employees, and shall be valid and effective for a
period of 10 year expiring on 27 January 2004. The Old
Scheme expired on 27 January 2004.

No options were outstanding at 31 December 2004
and 31 December 2003 under the Old Scheme. No
options were granted, exercised, cancelled or lapsed
during both years.

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

The grant of share options should be accepted within
30 days from the date of the grant, at a consideration
of HKS1, being payable by the grantee upon the
acceptance of the grant. The options may be
exercised at any time within the period commencing
from the date of grant of the option and expiring on
the date following 2 years from the date of
acceptance of the grant of the options.

22.
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22.

SHARE OPTIONS (continued)

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

Pursuant to the New Scheme, the maximum number
of shares in the Company in respect of which options
may be granted when aggregated with any other
share option scheme of the Company is not permitted
to exceed 127,854,000 shares, representing 10% of the
issued share capital of the Company as at the date of
adoption of the New Scheme. Subject to the issue of
a circular and the approval of the shareholders of the
Company in general meeting and/or such other
requirements prescribed under the Rules Governing
the Listing of Securities of the Stock Exchange (the
“Listing Rules”) from time to time, the Board may refresh
the limit at any time to 10% of the total number of
shares in issue as at the date of approval by the
shareholders of the Company in general meeting.
Notwithstanding the foregoing. the shares which may
be issued upon exercise of all outstanding options
granted and yet to be exercised under the New
Scheme and any other share option schemes of the
Company at any time shall not exceed 30% of the
shares in issue from time to fime.

22.

Capital Prosper Limited 79 .

BRE®

BREZTEERESRE - EMEER
UTEEE : (ORREAH (BARE?
B) R 5 B & Al Z B WK E - R
ERRH B AEERARSMAE ®REK
Pt 2 B A F I W (B -

RIBFETE - AT R Z BTS2 A
NEIRMD A - EANR R A E A A
tElaEt - xS T15H878127,854,0004%
RIERRBRERMFNETE 2 A B BT
Z10% © A48 %% B W AR AR BBOR R
RS LHtAER - &AM RAE
Z EmRAN(T ETRA) TR E Z
HpZNRg - BEFGH Al BRI EE
HEEARRBRNERAS LHEZ A
EETRNDAHEI0% RS - Br Lt
Sh - MEMEREA - FHITEHRE AR
I E R AR 8T T ER B A RTT
2B EARTT B A T &7 2K
DN SEBEE R D BT Z230% -



. 80 Capital Prosper Limited

NOTES TO THE FINANCIAL STATEMENTS
B RS ER R MY aE

For the year ended 31 December 2004
HE-FEMF+ A=+ —ALFE

22.

SHARE OPTIONS (continued)

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

The closing price of the Company’s ordinary shares
immediately before the dafte on which options were
granted during the year was HKS0.068.

Total consideration received during the year from
employees for taking up the options is amounted to
HK$15 (2003: nil).

22.
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22.

SHARE OPTIONS (continued)

The following table discloses details of the Company’s
share options held by employees (including directors
of the Company and its subsidiaries) and eligible
participates and movements in such holdings during
the year ended 31 December 2004.

Date of grant Exercise period
REAH TEHE
Directors 1 December 2004 31 December 2004 to
s “ZENE+-A-H 30 December 2006

“ZENE+-A=+-HE
ZERERETZAZTA
Employees 1 December 2004 31 December 2004 to
B8 “ZEEEF=A—H 30 December 2006
“TEMEF-A=+-HZ
ZEERETZAZTH
Other 1 December 2004 31 December 2004 to
it ZEEMEFZA—H 30 December 2006
“ZENF+-_A=t-HZE
ZEERETAZTH

No charge is recognised in the consolidated income
statement in respect of the option granted in the
current year.

22.

Exercies
price
gt
HKS
BE

0.0676

0.0676

0.0676
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23.

RESERVES 23. f##®
Share  Contributed Accumulated
premium surplus losses Total
R fE EfEH R ER HE
HK$'000 HKS'000 HK$ 000 HK$ 000
BFrT BETT BT BT
THE COMPANY ZF’R?]
At 1 January 2003 \=EE=F—F—§ 97,893 50,492 (162,549) (14,164)
Effect of capital reduction BRI 2 2 — 64,112 - 64,112
Transfer of share premium RN RE (97,893) 97,893 — —
Transfer from contributed surplus EHRBERRER
to accumulated losses — (162,549) 162,549 —
Net loss for the year KEEBEFE — — (21,113) (21,113)
At 1 January 2004 RZZEZEWE—-HF—H — 49,948 (21,113) 28,835
Placing of new shares =il 17,600 — - 17,600
Rights issue itz 17,047 — — 17,047
Share issue expenses BRNETER (1,523) — - (1,523)
Net loss for the year AERERTFE — — (6.384) (6,384)
At 31 December 2004 RZEENE
+-A=+—H 33,124 49,948 (27.497) 55,575

The conftributed surplus of the Company represents the
difference between the underlying net assets of the
subsidiaries which were acquired by the Company and
the nominal value of the share capital issued by the
Company fo acquire the assets, and the difference
between the credit to contributed surplus arising from
(a) capital reduction and (b) cancellation of share
premium of the Company and the fransfer from
contributed surplus to accumulated losses of the
Company.

RRBZBHRRTIAR B KREHEB A
AEREEFEEANRASBERSTEE
MEETIRAEEZ Z5 - RQBRABIR &
O)FEHARTRMEE R BB RERA
RARHERELEZERBHR B ZE
B e
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23.

RESERVES (continued)

Under the Companies Act 1981 of Bermuda (as
amended), the contributed surplus is also available for
distribution to shareholders. However, the Company
cannot declare or pay a dividend, or make a
distribution out of contributed surplus, if:

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

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

The Company has no reserves available for distribution
to shareholders at the balance sheet dates.

24. CONVERTIBLE NOTES

The Company issued unsecured convertible notes with
an aggregate principal amounts of HK$2,500,000. The
convertible notes bear interest at a rate of 3% per
annum. The convertible notes can be converted into
ordinary shares in the Company at a conversion price
of HK$0.05 per share, subject to adjustment, at the
option of noteholders, on any business day after 30
days following the date of issue of the convertible
notes and the maturity date is 29 March 2006.

On 3 March 2005, the convertible noteholders
exercised their rights to convert the notes info
50,000,000 ordinary shares in the Company.

23.

24.
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25. DEFERRED TAXATION

THE GROUP

Af 1 January 2003

Released on disposal of subsidiaries

Af 1 January 2004 and
31 December 2004

At the balance sheet date, the Group had unused tax
losses of HKS21,403,000 (2003: HK$20,208,000) and the
Company had unused tax losses of HK$18,986,000
(2003: HK$12,449,000) available for offset against future
profits. No deferred tax asset has been recognised in
respect of such tax losses due to the unpredictability

of future profit streams.

The unused tax loss will expire at various dates up to

2009.

25. EIERIIE
A

Accelerated
tax
depreciation
D3R B IE T B
HK$'000
BT T

—EE=£—F—f (238)
E B B E 238

Others
H b
HK$ 000
BT T

108
(108)

Total
FLRC
HKS 000
B TT

(130)
130

BEEm -

REER  AEEHES A AREEAR S
Mz RE) A TIART1E £ #21,403,0007T (=
TT =4 : 4%20,208,0007T)  MARA A
R A KB A TR IR & 188 % 18,986,0007T
—ZT =4 : B¥12,449,0007T) © HR
RO A IR R TER - R L % BT
HEEBERRLEHREE

ABARABEBIR -"ZTNFRZTH
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26. ACQUISITION OF SUBSIDIARIES 26. WEKE AT

On 8 January 2004, the Group acquired 60% of the
issued share capital of Yanyan Force Limited for cash
consideration of approximately HKS6 million. On 13
January 2004, the Group acquired 100% of the issued
share capital of Sky Union (Far East) Limited for a cash
consideration of HKS3 million. On 31 March 2004, the
Group acquired 51% of the issued share capital of
Thunder Tech Electronic Co., Limited for a cash
consideration of HK$1 million. On 30 June 2004, the
Group acquired 100% of the issued share capital of
Maple Printing Co., Limited (*"Maple Printing”) through
a wholly-owned subsidiary, Maple Force Limited
(“Maple Force™), for a cash consideration of HKS1.75
million. The interest in Maple Printing was eventually
diluted from 100% to 70% upon the issue of new shares
of Maple Force to a third party. On 30 September 2004
the Group acquired 100% of the issued share capital
of GFT Holding Limited through a wholly owned
subsidiary, Prosper Overseas Limited, for a cash
consideration of HKS2.5 million and the issuance of
convertible notes with an aggregate principal amount
of HK$2.5 million. These transactions have been
accounted for using the purchase method of
accounting.

RZZEZEMF—A/\B  AEBEWERE
ERAAO0%EBEITRA - MERBAR
75 #6,000,0007C - RZ_EZENF—A+=
A AEEREXRGER) BRAA100%
BEETRA - e EL /13,000,000
TLeR-_ZEZTNF=A=1+—8 ' £5H
WIEAER AR AASI%E FHITRA
RERELABER,000,000T c R=ZZT
WEARA=ZTH - AEEBRA—H2EKH
B 2 &Maple Force Limited ([Maple
Forcel) Wi &M EN A R A 7] ([EMRED
fil]) 100%E TR - HEREL BB
1,750,0007T - K #fTMaple Force Z #ix
TE=71%& - RIESRENR 2 # %5 R 100%2
SERIO% - RZZTEMFNA=FH K
& B EEGFT Holding Limited 100%E. 2
TIRA - B R (EX &5 %2,500,0007T -
W BE1T 7R & 4858 & 75 2,500,0007T 2 A 2
BEE - ZERXZFEABESHEAR o
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26. ACQUISITION OF SUBSIDIARIES (continued)

Net assets acquired:

Property, plant and equipment
Inventories

Trade and other receivables
Bank balances and cash
Trade and other payables
Construction cost payable
Minority interest

Goodwill

Total consideration

Satisfied by
Cash
Convertible notes

A CERERE :

ME - BEREE
E3

26.

& W B 3R K% L B PR MRROR

RITEERAS

FE AR N B & BN FRIR

ANEES IR
DR

]

1l

BRE

SANITE
Be
ABMBERE

BB B A F ()

2004
—2E2NF
HK$’000
BT T

37,935
6,193
21,199
7,405
(46,181)
(17,693)
(981)

2003
TT=F

=

HKS 000
BT T

7,877
8,909

16,786

14,286
2,500

16,786
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26.

ACQUISITION OF SUBSIDIARIES (continued) 26. WEEKMIB A A (@)
Analysis of the net outflow of cash and cash BRANENBARI RE RERKREEE
equivalents in respect of the acquisition of subsidiaries: MEFREZDMAT -
2004 2003
—EEME —EE=F
HK$°000 HKS 000
BT T JBEEF T
Cash consideration ReRE (14,286) —
Bank and cash balances Frig A 2 R1T R IR © &k
acquired 7,405 —

Net outflow of cash and cash ERAWENBARZ

equivalents in respect of the He hERREIAE

acquisition of subsidiaries e R (6,881) =
The subsidiaries acquired during the year ended 31 REBEEZZTENF+_A=1+—RHIFE
December 2004 contributed approximately Wz MBARIEASR 2 S XEEAB
HK$146,946,000 to the Group’s turnover and operating #£146,946,0007T BB - WHAREERZF
profit of approximately HK$5,454,000 to the Group'’s B 2 BB 185 H #)48 #5,454,0007T 2
results for the year. =1
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27.

DISPOSAL OF SUBSIDIARIES

On 19 January 2004, the Group disposed of its entire
interest in the issued share capital of Capital Bright
Infernational Ltd., which was engaged in securities
frading. On 8 December 2003, the Group also entered
intfo an agreement to dispose of its entire inferest in a
subsidiary, T G Securities Limited. The disposal was
completed on 19 March 2004, on which date control
of T G Secuirities Limited passed to the acquirer. On 30
March 2004, the Group further enfered into a sale
agreement to dispose of ifs entire interest in a
subsidiary, Bestcorp Investments Inc., which carried out
the Group’s sourcing, distribution and retailing of wines
and spirits business. The disposal was completed on 6
April 2004, on which date confrol of Bestcorp
Investments Inc., passed to the acquirer.

27.

HE M B L F

RZZTWF—A+1A  AEEHEER
Capital Bright International Ltd. z &8 E

BITRA - ZARANREEFBEEER - X
“ET=F+ZANA - AEENEI
o & ELFf} B 2 BIT G Securities Limited 2 &8
o ZBEHER_TZENF=ATNBT
B > B B#E © TG Securities Limited 2
EHRER TRIES - RZZETWF=A=
TH - ANEEE— S IHE e L S EM
B R A]Bestcorp Investments Inc., 2 B4
W ZARIDREAEE 2 - HEET
EBRERES - ZIBLEN=TZTMFEN
A/XB=XK r B B# ' Bestcorp
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27. DISPOSAL OF SUBSIDIARIES (continued)
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27. HEME QAT &)

2004 2003
—EEMF —ET=F
HK$’°000 HKS 000
BT T BT T
Net assets disposed of: FIHEZEERE
Property, plant and equipment  #1% - = M & & 769 3,918
Intfangible asset R EE 384 —
Investment in securities BAHEE 5,000 —
Inventories FE 5,158 775
Trade and other receivables JFE Uk B 5R % EL b fE U 5k IE 7,960 2,383
Pledged bank deposits DR ITER 912 —
Bank balances and cash SRITHEERRE 3,963 5,609
Trade and other payables AR RE T RN FIE (13,367) (2,571)
Deferred taxation T AE TR IE — (130)
Minority interests D HRR R (743) (1,083)
10,036 8,901
Attributable goodwill JE(h P2 — 5,911
Translation reserve realised B 838 7 [ H (42) 76)
9,994 14,736
Loss on disposal HEREE (894) (6,236)
Total consideration satisfied DB eE 2z RaRE
by cash 9,100 8,500
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27.

28.

DISPOSAL OF SUBSIDIARIES (continued)

Net cash inflow arising on disposal:

Cash consideration received Frig B 2 IR & R (E
Bank balances and cash

disposed of

The subsidiaries disposed of during the year
contributed approximately HK$16,550,000 (2003:
HK$16,601,000) to the Group’s turnover and operating
loss of approximately HKS199,000 (2003: HK$678,000)
to the Group’s loss from operations.

CONTINGENT LIABILITIES

On 8 October 2004, the Company received a wrif
regarding the litigation instituted by Mr. Kwok Chin
Wing, a former director of the Company, in respect of
the loans due from two former subsidiaries of the
Company namely, Rockapetta Industrial Company
Limited and Grand Extend Investments Limited, for a
sum of approximately HK$44.5 million and accrued
interest thereof. The directors of the Company, after
seeking advice from legal advisors, are of the opinion
that the plaintiff does not have a valid claim against
the Company and therefore it is unlikely fo have any
material adverse financial impact on the Group.

27.

T E 2 RITRBRSEH

28.

HEMBE QT @)

HERELZRESMAFE :

2004 2003
—ETNE —FR=F
HK$’000 HKS 000
BEFTT BETT
9,100 8.500
(3,963) (5,609)
5,137 2.891

RAFEHEZMBARHARNEE &2
BAE EH16,550,000T (ZEZT=5F : &
#16,601,0007T) BRL » WHEREBE S
B8 BH199,000 (Z BT =5 : B¥
678,0007T) Z Bk e

HAREE

R-ZEZEMF+ANR » XAARAEES
REEERARFMRAMBAR (ERE
EERAARRERERRAT) IRER
#)78 % 44,500,0007T & [A] f& 5+ 7.8 i 12
HEd - ARRREIBRASHK - ARRES
REFAZBRABRERR  REALE
BREBIERARR - AL ENEEHA
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29. OPERATING LEASE ARRANGEMENTS 29.
The Group as lessee

During the year, the Group made minimum lease
payments under operating leases of HK$567,000 (2003:
HKS$1,600,000) in respect of rented premises.

At the balance sheet date, the Group and the
Company had outstanding commitments for future
minimum lease payments under non-cancellable
operating leases for premises which fall due as follows:
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REBOR B
A EEAERREA

RAFEE  AEEREEEHOREED
EX 567,000 (T =5F : B%
1,600,0007T) 2 & EFBE LI K °

REER  AEBERARGRBEEBYE
Z AU A 8RS R EE R R &
BENNRET  EAREZREHA N
T

The GROUP THE COMPANY
biN- 3] b N

2004 2003 2004 2003

ZEERE  —TT=F C"ERRFE —TT=F

HK$’°000 HKS000 HK$°000 HKS 000

BEFT BEFT BETTT BEFT

Within one year —ER 535 621 - 147
In the second to fifth year F_EFERF

inclusive (BEERME) 336 150 - —

Over five years AEZI 502 = - —

1,373 771 — 147

Operating lease payments represent rentals payable
by the Group and the Company for certain of its
warehouses and office premises. Leases are
negotiated for an average term of five years (2003:
three years) and rentals are fixed during the lease
period.

RERONFRERAKREERARRIFLE T
RERMAEYEMAN 2EE - HAO—
MARFE (ZTZ=F : =ZF) BETE
B HERBEOBMAERSTE -
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29.

30.

31.

OPERATING LEASE ARRANGEMENTS (continued)
The Group as lessor

Property sub-lease income during the year was
approximately HK$135,000 (2003: HK$247,000). The
property has a committed tenant for the coming year.

At 31 December 2003, the Group had contracted with
the tenant for the future minimum lease payments of
HK$59,000 within one year.

At 31 December 2003 and 2004, the Company had
no operating lease commitments at the balance sheet
dates.

CAPITAL COMMITMENT

At 31 December 2004, the Group had the capital
expenditure in respect of property, plant and
equipment of approximately HK32,172,000 (2003: nil)
contracted for but not accounted for in the financial
statements.

The Company had no capital commitment at the
balance sheet dates.

PLEDGE OF ASSETS

At 31 December 2004, the Group and the Company
had no pledge of assets.

At 31 December 2003, the Group’s bank deposits
amounted to approximately HK$S912,000 were pledged
to secure banking facilities granted to the Group:

29.

30.

31.

KREBENZTH &)
AEEESHBAA

RAFE 2 %D HRAL #7E% 135,000
TT(ZTT =4 : B%247,0007T) ° A
ERT—FERSEBBEPFTA -

R-ZFT=F+-_A=1+—H AKED
HAP R —FARERKERONFAEE
59,0007t 2 AT °

R-ZE-ER-BENF+-A=+—
A ARARZEAE AL BEEROE
¥ o

BAEE
R-ZEME+=A=+—B A£EH
FE#32,172000T (T =F : )
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32.

33.

RETIREMENT BENEFITS SCHEME

The Group operates a Mandatory Provident Fund
Scheme ("MPF Scheme™”) for all qualifying employees
in Hong Kong. The assets of the schemes are held
separately from those of the Group, in funds under the
conftrol of trustees. The Group confributes 5% of
relevant payroll costs fo the MPF Scheme, which
contribution is matched by employees.

RELATED PARTY DISCLOSURES

During the year, the Group had the following
fransactions and balances with related parties as
follows:

Related party transactions

The transactions with related parties during the year
are as follows:

Nature of transactions
REME

Related party
2]y

General Fast Trading Limited (note a)
EL%B5BRAR (Ha)

Sales of goods (note ¢)
SEMHE (Hfc)

32.

33.

Capital Prosper Limited 93 .

RAKE R ETE

AEERERALEEREERB RGN
AEwEE ([BEERE]) - ZFFEEE
HEAEEEENARKE  FRRERAE
Bl B S o AEBILABFHIK AR Z5%H
sgiE AT EFL MR BB TMELARE

=5
A °

B ERIEE

RAFE  AEEREHT Y5 REH
mF :

B X5

RAFREEABBITETZIXZMT

Subcontracting fee expenses (note c)

DHERX (Wit o)

JS Corporate Services Pte Ltd (note b)

(Hfzb) BEREBRX (Iic)

Consultancy fee expense (note ¢)

THE GROUP
88
2004 2003
S L ~%3=
HK$°000 HK$°000
BET T BETT
591 =
5,003 =
= 1,132
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33.

RELATED PARTY DISCLOSURES (continued)
Related party transactions (confinued)

On 21 July 2004, the Company announced that a sale
and purchase agreement dated 20 July 2004 was
made between Mr. Leung Wai Ho, Mr. Wong Chung
Shun, | Agent Limited ("1 Agent”), an independent third
party and Prosper Overseas Limited, a wholly-owned
subsidiary of the Company pursuant to which Mr. Leung
Wai Ho, Mr. Wong Chung Shun and | Agent agreed to
sell their entire equity infterests in GFT Holding Limited
to Prosper Overseas Limited, for a total consideration
of HK$5,000,000. The total consideration was satisfied
by payment of cash of HK$2,500,000 and by the issue
of convertible notes with an aggregate principal
amount of HK$2,500,000 bearing interest at 3% per
annum with a maturity date of conversion 18 months
from the issue of the convertible notes. The fransaction
was completed on 30 September 2004.

On 30 December 2004, the Company also announced
that an asset tfransfer agreement dated 22 December
2004 was made between Force Electronics (Huizhou)
Limited ("Force”) which is beneficially owned as to 45%
by Mr. Leung Wai Ho and 45% by Mr. Wong Chung Shun,
and Hong Ke Dian Zi (Huizhou) You Xian Gong Si 7=
BEFEMABARAET (“Hong Ke”), an indirect wholly-
owned subsidiary of the Company pursuant fo which
Force agreed to transfer to Hong Ke the land use right
of a piece of land situated in Huizhou City, the PRC
and building and ancillary facilities erected thereon.
The total consideration of this asset fransfer was RMB 8
million (equivalent to approximately HKS7.5 million),
which was satisfied by payment of cash. The
fransaction was completed on 4 March 2005.

33.

B ERRE @
SRS ()

R-ZEZEWNFLA-F+—HARAEAR
i REREE - BNBTE BUE=
FRANKHAER AT (AR RAA
AlZ2EWB AR EEEINERARER
—ETNMFE+L AT HIY—HEHEEWH
&Rl RERAE  BEHhBELEERS
NRWRAEMEEEIINERABLERSE
JAGFT Holding Limited Z 2 S8Rk AN 4 5
#BR(8 B75%5,000,0007T ° ZAARE LR
& X 47#%2,5600,0007 © REBETFE
E - FIHHMB ABRITEEARISMEA -
#BN$ 58 A %2,500,0007T 2 AT AR =%
FUEA - ERGERZZTZTWNFNA=
THZEMK °

AN AR ER=ZZEZENF+=_A=+H
A RRRREMNBLEERETRSERS
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AR ([BIE]) BARR ZEEE2EHBA
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HECZEFRREERE HWEHEEEE L
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33. RELATED PARTY DISCLOSURES (continued) 33. BEBAFERNEE @
Balances with related parties BRI R AR
THE GROUP THE COMPANY
PN | /NG|
2004 2003 2004 2003
—ggmE  -TT=F CREME _TT=F
HK$’°000 HKS000 HK$°000 HKS 000
BETTT BETT BEFT BEFT
Amount due to a related company  REH A RIFE
General Fast Trading Limited BEERESERAR 13,148 - - —
Amounts due to directors REZRE
Ho Tak Kin (note d) e (ffita) - 60 - 60
Lam Lee G. (nofe d) MERE (Fitd) - 60 - 60
— 120 — 120

The above amounts due to directors and a related
company are unsecured, non-interest bearing and are
repayable on demand.

Notes:

(@)

®)

©

(@

Mr. Leung Wai Ho and Mr. Wong Chung Shun, the
executive directors of the Company have beneficial
inferests.

JS Corporate Services Pte Ltd is a company in which
Ms. Chan Lay Hoon, a former director who was
resigned during the year ended 31 December 2004,
has a beneficial interest.

Sales of goods, subcontracting fee expense and
consultfancy fee expense are mutually agreed
between the relevant parties.

The directors resigned during the year ended 31
December 2004.

bR EEFIA KRB AR RS R E
BEHR - 2B RARERRER -

HiZE -

(@ ARARNTEEREZREMBLERE
B o

(b)  JS Corporate Services Pte L‘rd?%ﬁﬁ%
EEBS LI ERER A
é@%ﬁiaﬁf‘éﬁzi_?%ﬂliﬂ— ﬁ_
+—HIEFEARE -

(©) EWHE SHERXKERERXT
BHETHNHTEEBE -

(d HEFEFEREE_ZTNFF+_A=
T—HLEFERBIE -
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34. PARTICULARS OF SUBSIDIARIES 34. MIBRARFE
Details of the Company’s subsidiaries at 31 December ARBMBARIR_EZNEF+ A=+
2004 are as follows: —RZFHBET :
Attributable
Nominal proportion of
value nominal value of
of issued issued share capital
Place of and registered/  held by the Company
incorporation/ share capital APAFEZ
Name of subsidiary establishment BETR BRTRA Principal activities
- NGEE TR B 3Lt B BRRAEE {8 A48t A TEXH
Directly  Indirectly
E# ik
Essence Fortune Limited Hong Kong HK$2 100% — Inactive
ERARRAA BB ordinary shares TEEE
B2
EER
Good Prosper Trading British Virgin USS1 100% — Securities frading
Ltd. Islands ordinary share and investment
KERLHS 1%7T BEHFBEERRE
Great Force Technology ~ Hong Kong HK$2 — 100% Investment holding
Limited BE ordinary share REER
BRH(EE)BERAA B2
GFT Holding Limited British Virgin US$640,000 — 100% Investment holding
Islands ordinary share RERR
RERLHS 640,000% 1T
GFT International (Macao  Macau MOP$100,000 — 100% Trading electronic foys
Commercial Offshore) &9 quota shares BEEETIA
Limited 100,000 7T
BEEER (RMIRR BRI
BERE) ERAA
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34.

PARTICULARS OF SUBSIDIARIES (continued)

Name of subsidiary

WEARAMR

Kimay Investment Limited

Maple Force Limited

Maple Printing Co., Limited

EARENRI B R 2 A

New Challenge Limited

MEBRAT

Prosper Overseas Limited

BEBNERDA

Prosper Services Limited

Place of
incorporation/
establishment
17 B L i 2

Hong Kong
BB

Hong Kong
BB

Hong Kong
BB

Hong Kong
BA

Hong Kong
BE

Hong Kong
BB

Nominal

value

of issued

and registered/
share capital
ERTR
BRRAEE

HKS2 shares
BT

& fn

HK$10
ordinary share
BEI0T

HK$100,000
ordinary share
7 #100,0007C

HK$1,000,000
ordinary share
7 #1,000,0007T
L

HK$2
ordinary shares
oL Yo

HK$2
ordinary shares
BT

Capital Prosper Limited 97 .

34. MEBRQARFE @)

Attributable

proportion of

nominal value

of

issued share capital

held by the Company

ERARELZ
ERTRA
TEL {8 F 46 L

Directly
¢

100%

100%

100%

Indirectly

B

70%

70%

85%

Principal activities
TEEK

Inactive
Emax

Investment holding
REZK

Trading and manufacturing
of printing products
BEEHRIER

Trading and manufacturing
of toys
EERHERA

Investment holding
REZK

Provision of management
services fo the Group

& B QAR

B RT
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34.

PARTICULARS OF SUBSIDIARIES (continued)

Name of subsidiary
WEAREHE

Sky Union (Far East)
Limited
KR GER) AR AR

Thunder Force Limited
AEREERAH

Thunder Tech Electronic

Co., Limited
AERBEERAH

Unique Force Limited
lE—RIEERAT

Yanyan Force Limited
M ARAE]

Place of
incorporation/
establishment
17 B L i 2

Hong Kong
BB

Hong Kong
BA

Hong Kong
B

Hong Kong
BB

Hong Kong
BA

Nominal

value

of issued

and registered/
share capital
ERTR
BRRAEE

HK$4
ordinary shares
AT

HK$100
ordinary share
10070
Lk

HK$200,000
ordinary shares
7 %200,0007C
LEK

HK$4,000,000
ordinary shares
7 #4,000,0007T

HK$100
ordinary shares
10070
EEK

34. B RFHE @

Attributable
proportion of
nominal value of
issued share capital
held by the Company
NGk =P
ERTRE
EEFELH
Direcily  Indirectly

H#E &

= 100%

51%

51%

= 50.01%

= 60%

Principal activities
TEEK

Investment holding
RERAER

Trading and manufacturing
of electronic components

EERBES Tt

Inactive
Tmax

Inactive
Emax

Trading and manufacturing
of toys, gifts and premiums

EERBENE  BmRiE
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34. PARTICULARS OF SUBSIDIARIES (continued) 34. MEBRQARFE @)
Attributable
Nominal proportion of
value nominal value of
of issued issued share capital
Place of and registered/  held by the Company
incorporation/ share capital ERRAFELZ
Name of subsidiary establishment BETR BRTRA Principal activities
MEAREE 17 B L 2 HEEMRAEE B fr ks L Al TEEK
Direcily  Indirectly
EE i &
ERET (BN BRAA People’s Republic registered capital — 100% Manufacturing and sales
(Kriz) of China HK$50,000,000 of foys
(the "PRC") A fi AR A SEREETE
ERET(EMBRAR mEARAE 7 #50,000,0007T
(Hizt) ([HRE)
AEEMNETFERAA PRC registered capital — 100% Investment in land
(note) i US$5,000,000 iR
KEGEMEFERAR i AR AR
(i053) 5,000,000% T
BREXIEFARAA PRC registered capital — 100% Investment in land
(note) i RMB500,000 i E
BRERXAETFERRAA A AR A
(Hizt) AR 500,000
BREXEETARAA PRC registered capital — 100% Investment in land
(nofe) h RMB500,000 HitRE
BREREETHR AR A AR A
(Hizt) AR #500,0007T

Note: These companies are wholly foreign-owned entferprise

KieF - ZERARHARBBEKIZ NGB E
established in the PRC. £

REREIFAERER  HEMBEARE
TEABEHES

None of the subsidiaries had issued any debt securifies
at the end of the year or at any time during the year.



