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Daiwa Associate Holdings Limited

31 March 2005

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these

accounts are set out below:

(a)

(b)

(c)

Basis of preparation

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”).
prepared under the historical cost convention.

They have been

Recently issued accounting standards

The HKICPA has issued a number of new and revised Hong
Kong Financial Reporting Standards and Hong Kong Accounting
Standards (“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 accounts for the
year ended 31 March 2005. The Group has already commenced
an assessment of the impact of these new HKFRSs but is not
yet in a position to state whether these new HKFRSs would
have a significant impact on its results of operations and financial
position.

Group accounting

(i) Consolidation

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

Subsidiaries are those entities in which the Company,
directly or indirectly, controls more than one half of the
voting power; has the power to govern the financial and
operating policies, to appoint or remove the majority of
the members of the board of directors, or to cast majority
of votes at the meetings of the board of directors.

The results of subsidiaries acquired or disposed 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.
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1.

31 March 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

(c)

Group accounting (continued)

(i)

(ii)

Consolidation (continued)

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.

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

In the Company’s balance sheet, the investments in
subsidiaries are stated at cost less accumulated
impairment losses, if any. The results of subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable.

Jointly controlled entities

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 net assets of the jointly controlled
entities and goodwill on acquisition net of accumulated
amortisation.

33 ERMEmEERERADA
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Daiwa Associate Holdings Limited

31 March 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

(d)

(e)

Revenue recognition

(i) Sales of goods

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

(i) Interest income

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

Deferred taxation

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 substantively 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 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.
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31 March 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

()

Intangible assets

(i)

(ii)

Goodwill

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 subsidiary and jointly controlled
entity at the date of acquisition.

Goodwill on acquisitions occurring on or after 1 January
2001 is included in intangible assets and is amortised
using the straight-line method over its estimated useful
life. Goodwill arising on major strategic acquisitions of
the Group to expand its product or geographical market
coverage is amortised over a maximum period of 10 years.
For all other acquisitions, goodwill is generally amortised
over 3 years.

Goodwill on acquisitions that occurred prior to 1 April
2001 was eliminated against reserves. Any impairment
arising on such goodwill is accounted for in the profit
and loss account.

Research and development costs

Research costs are expensed as incurred. Costs incurred
on development projects relating to the design and testing
of new or improved products are recognised as an
intangible asset where the technical feasibility and
intention of completing the product under development
has been demonstrated and the resources are available
to do so, costs are identifiable and there is an ability to
sell or use the asset that will generate probable future
economic benefits. Such development costs are
recognised as an asset and amortised on a straight-line
basis over a period of not more than 5 years to reflect
the pattern in which the related economic benefits are
recognised. Development costs that do not meet the
above criteria are expensed as incurred. Development
costs previously recognised as an expense are not
recognised as an asset in a subsequent period.

35 AENEEERARAQA
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1.

31 March 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

(M)

(9)

Intangible assets (continued)

(iii) Impairment of intangible assets

Where an indication of impairment exists, the carrying
amount of any intangible asset, including goodwill
previously written off against reserves, is assessed and
written down immediately to its recoverable amount.

Fixed assets

Fixed assets are stated at cost less accumulated depreciation
and accumulated impairment losses, if any.

Leasehold land is depreciated on a straight-line basis over the
period of the lease, while other fixed assets are depreciated at
rates sufficient to write off their cost less accumulated impairment
losses over their estimate useful lives on a reducing balance
basis. The principal annual rates are as follows:

Leasehold land straight-line 2% (lease period)

Buildings straight-line 2%
Plant and machinery reducing balance 15%
Leasehold improvements,

furniture and equipment reducing balance 10% to 33%
Motor vehicles reducing balance 15%
Moulds and tooling reducing balance 15%
The depreciation methods and useful lives are reviewed
periodically to ensure the methods and rates of depreciation are
consistent with the expected pattern of economic benefits from

the fixed assets.

Fixed assets held under finance leases are recorded and
depreciated on the same basis as described above.

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 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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31 March 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

(h)

1)}

Assets under leases

(i) Finance leases

Leases that substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted
for as finance leases. Finance leases are capitalised at
the inception of the lease at the lower of the fair value of
the leased assets or the present value of the minimum
lease payments. Each lease payment is allocated between
the capital and finance charges so as to achieve a
constant rate on the capital balances outstanding. The
corresponding rental obligations, net of finance charges,
are included in current and non-current liabilities, where
appropriate. The finance charges are charged to the profit
and loss account over the lease periods.

(ii) Operating leases

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.

Construction-in-progress

Construction-in-progress represents factory premises under
construction and moulds and toolings under development and is
stated at cost less accumulated impairment losses, if any. Cost
includes cost of land, construction expenditure incurred and
interest and other direct costs attributable to the construction.
Construction-in-progress is not depreciated, and will be
transferred as fixed assets when construction is completed.

Long-term investments
Long-term investments represent club debentures held for

providing benefits to employees and are stated at cost less
accumulated impairment losses, if any.

37 AENEEERARAQA
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1.

31 March 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

(k)

(U]

(m)

(n)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost, calculated on the weighted average basis, 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.

Accounts receivable

Provision is made against trade and other receivables to the
extent that they are considered to be doubtful. Accounts
receivable in the balance sheet is stated net of such provision.

Translation of foreign currencies

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 sheet of subsidiaries and jointly controlled entities
expressed in foreign currencies are translated at the rates of
exchange ruling at the balance sheet date, whilst the profit and
loss account is translated at an average rate. Exchange
differences arising in these cases are dealt with as a movement
in reserves.

Cash and cash equivalents

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, deposits held at call
with banks, cash investments with a maturity of three months or
less from date of investment and bank overdrafts.
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31 March 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

(o)

(p)

(a)

Provisions

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.

Contingent liabilities and contingent assets

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.

Employee benefits

(i) Employee leave entitlements

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

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

39 AENEEERARAQA
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1.

31 March 2005

PRINCIPAL ACCOUNTING POLICIES (continued)

(a)

U]

(s)

Employee benefits (continued)

(i) Pension obligations

The Group’s contributions to defined contribution
retirement schemes are expensed as incurred.

Government grants

A government grant is recognised, when there is reasonable
assurance that the company will comply with the conditions
attaching with it and that the grant will be received.

Grants relating to income are deferred and recognised in the
profit and loss account over the period necessary to match them
with the costs they are intended to compensate.

Government grants relating to the purchase of fixed assets are
included in non-current liabilities as deferred income and are
credited to the profit and loss account on a straight-line basis
over the expected lives of the related assets.

Segment reporting

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

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

accruals and corporate borrowings.

including additions resulting from acquisitions through purchases
of subsidiaries.

In respect of geographical segment reporting, sales are based
on the country in which the products are delivered to under
customers’ instructions. Total assets and capital expenditure are
where the assets are located.
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31 March 2005

TURNOVER, REVENUE AND SEGMENT

INFORMATION

The Group is principally engaged in the design, development,
manufacturing and distribution of electronic components, the provision

BRREMG - AEFEABRZBENT

of manufacturing services for electronic products, and the manufacturing

and distribution of personal computers and digital products. Revenues

recognised are as follows:

=225 —ZETm
2005 2004
FET FET
HK$’000 HK$’000
- Turnover
B8 A HH Manufacturing and distribution of
ESR ke electronic components 611,938 530,126
EFEmMEE Manufacturing services
AR 7 for electronic products 439,527 311,480
B35 R 45 8K (A B B Manufacturing and distribution of personal
FEIBED computers and digital products 174,375 =
1,225,840 841,606
H b iy 2= Other revenue
B A Interest income 134 318
L B B /8 &) RE A1 Gain resulting from acquisition of
T 2 e additional interest in a subsidiary - 1,023
BUT £ % Government grant 236 —
HA Others 386 492
756 1,833
U A Total revenue 1,226,596 843,439
41 aflEmEERAERZAA
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31 March 2005

TURNOVER, REVENUE AND SEGMENT

INFORMATION (continued)

Analysis of the Group’s turnover and results by business segments and

geographical segments is as follows:

(a) FTERERX (B2 BER : (a) Primary reporting format — business segments:
BAEKREE
ETTRARERSH ERSHREE
Manufacturingand ~ EFEREER®E  Personal Computer
distribution of Manufacturing and Digital
electronic services for Products Distribution E#E &
components electronic products  and Manufacturing Eliminations Group
281 -TTM -%%F -TTN =-%BL _-TTWM =-BTL _TTQN =-BBL -TIM@
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
FEx TAT TEr TErT  TER  TAT  TFEx FET  TEx  TER
HK$’000 HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$000 HK$'000
EEH Turnover
ELIE 3 External sales 611,938 530,126 439,527 311,480 174,375 -
PHAHE Inter-segment sales 6,702 2,796 90 266 - - (6792 (3,062
618,640 532,922 439,617 311,746 174,375 — (6,792) (3,062) 1,225,840 841,606
AP Segment results 9872 5873 M773 10547 2,985 - 24,630 16,420
BEXA Finance costs (1,194 (1,074)
E{E B FIREE  Share of losses of jointly
£EZHERE  controlled entities (19) (160)
BE Taxation (3,028)  (1,924)
DUBFES  Minority interests 49 1,240
REEEEN  Profit attributable
to shareholders 20,438 14,502
BE Assets
PHEE Segment assets 263,353 255,105 226,902 180,079 717,350 - 567,605 435,184
APEEE Unallocated assets 38,530 38,309
BEE Total assets 606,135 473,493
=0 Liabilities
PHERE Segment liabilities 107,030 116,217 116,763 71,044 24,827 - 248,620 187,261
ROREE Unallocated liabilities 9,662 5,446
BERE Total liabilities 258,282 192,707
At ER Other information
BARfERY Capital expenditure 13,161 8,081 18,321 11,977 2,047 - 33,529 20,058
W& #ER  Depreciation,
BB amortisation and
impairments 7,440 7,884 6,121 8,045 1,563 — 15,124 15,929

ANBEEERERARZA 42
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31 March 2005

TURNOVER, REVENUE AND SEGMENT
INFORMATION (continued)

(b) RESBRE-WESHBEHR : (b) Secondary reporting format — geographical segments:
EE ERMEX mEE
Turnover Capital expenditure Total assets
—22H —ZEZN —2EH —ZZN —Z2Z1 —ZZN
2005 2004 2005 2004 2005 2004
FHET FE T FET FHET FET FHET
HK$°000 HK$'000 HK$°000 HK$'000 HK$°000 HK$'000
FEBRFEARE  Hong Kong and
Mainland China 580,396 536,690 31,482 20,058 528,621 473,493
SI=S)| North America 372,544 107,610 2,047 - 77,514 -
M Europe 105,705 78,200 - - - =
=N Japan 152,931 111,576 - — - —
Hip BB R Other Asian countries 14,264 7,530 = = — =
1,225,840 841,606 33,529 20,058 606,135 473,493

mERy

REHENEFFARMBKAOT :

St A—
B A E S B s
FEAKERZAE

Hkr—
EIA(BEEEME)
(1 at4)
HAZELBHNES
e
— HBETEEE
— ERERNEAZ
BEdESSEEA
7E B G5 R R AR B 1B
(R—MRITEAXA)
RERAEE
FERIEBXREE
% B AN B &

3. OPERATING PROFIT

Operating profit is stated after crediting and charging the following:

Crediting —
Gain on disposal of fixed assets
Write-back of provision for inventory loss

Charging —
Staff costs (including of directors’
emoluments) (Note 4)
Operating lease rental in respect of office premises
Depreciation
— owned fixed assets
— fixed assets held under
finance leases
Loss on disposal of fixed assets
Amortisation and impairment loss of goodwill
(included in general and administrative expenses)
Provision for bad and doubtful debts
Provision for inventory losses
Auditors’ remuneration

==Za —
2005 2004
FET FHET
HK$°000 HK$'000
50 -

254 —
95,659 69,585
3,750 1,628
11,531 12,641
2,251 923

- 641

1,342 2,365
3,189 621

- 3,672

1,110 750
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5. BERK

RITBMEMNE
RAFAZFMB
BMEMRE 2 B A
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4. STAFF COSTS

Staff costs including directors’ emoluments, consisted of:

Wages, salaries and allowances
Benefits
Bonus
Pension costs —
defined contribution plans

5. FINANCE COSTS

Interest expense on bank loans
wholly repayable within five years
Interest element of finance leases

31 March 2005

—=ZFFH —Z=EN
2005 2004
FET FAETT
HK$’000 HK$’000
75,868 55,703
13,567 9,596
4,568 3,266
1,656 1,020
95,659 69,585
—ZZh —Z T
2005 2004
FET FAETT
HK$’000 HK$’000
1,074 988
120 86
1,194 1,074
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31 March 2005

6. TAXATION

RATEEREARERE - BBFEH IR The Company is exempted from taxation in Bermuda. Hong Kong profits
BEESFMRZOM B AR EEBELEIIR tax has been provided at the rate of 17.5% (2004: 17.5%) on the
BEEBZHAERTEMNIE175%(ZFTZ N estimated assessable profits arising in or derived from Hong Kong.
F:17.5%) 2B RIBBAERE - FREACEMBER Mainland China enterprise income tax and Canada income tax are
EmMeEXmEREZERAREENBRAREZ 2 calculated at the rates applicable to the respective subsidiaries.

BRMEHE

—Z2Z5 —ZZp
2005 2004
FET FE T
HK$°000 HK$’000
EHE Current taxation:
BEEMEH Hong Kong profits tax
— RFEE — Current year 1,600 2,310
— EFEREF — Over provision in previous years (259) (217)
B EMER Mainland China enterprise income tax 666 590
meXmEH Canada income tax 1,136 —
REFIBEYG R ZER Deferred taxation relating to the origination
EERED and reversal of temporary differences (115) (1,171)
BHERESEALZEERIE Deferred taxation resulting from an increase in tax rate - 412
3,028 1,924
REBBBABRRADGN < HBEEBERARSE The taxation on the Group’s profit before taxation differs from the
ERTERcBHEMmMAEZERTELEZHN theoretical amount that would arise using the profits tax rate in Hong
N Kong, the home country of the Group, and the reconciliation is as follows:
—EZh —Z=ZTN
2005 2004
FET FET
HK$’000 HK$’000
B 253 il g A Profit before taxation 23,417 15,186
BREATE5% (Z T T NF ¢ Calculated at a taxation rate of
17.5%) st B 2 B 18 17.5% (2004: 17.5%) 4,098 2,658
EMBERTRARE 2L Effect of different taxation rates in other countries (1,056) 182
BARMIBMAZEE Tax effect of income not subject to taxation (1,051) (1,952)
NA B 2 X Tax effect of expenses not deductible
- for taxation purpose 1,113 1,744
RERZBELETEE Deferred tax assets not recognised 1,016 265
MRBAMABRAZMEEE Recognition of previously unrecognised tax assets (833) (1,168)
HERSELZE Increase in opening net deferred tax liabilities
EERRIB A EFE . 2Em resulting from an increase in tax rate - 412
T 5 & T e Over provision in previous years (259) (217)
I H Taxation charge 3,028 1,924
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31 March 2005

7. ESBERERITHRAEME 7. DIRECTORS’ AND SENIOR MANAGEMENT’S
EMOLUMENTS
(a) EEME (a) Directors’ emoluments
AARMESI NS BEHOT : The aggregate amounts of the emoluments paid and payable to

directors of the Company are as follows:

—=Zh —ZEFN
2005 2004
FET FE T
HK$’000 HK$’000
BN IERITES Fees for independent non-executive
28% directors 120 120
HTEES2EEMS Other emoluments for executive directors
—HEAFHe RHAM — basic salaries and
b=l allowances 6,997 5,785
— BB IEAT — discretionary bonus 1,540 1,121
—RARSH#HK — pension scheme contribution 318 268
8,975 7,294
EEERAFEREREZLEMH 2 No director waived any emoluments during the year (2004: nil).
ZEENF F) RAFEMES No emolument was paid to any directors as inducement to join
NFPFEESEANEMNERKIEZES or as compensation for loss of office during the year (2004: nil).
BAv@E(CETNFE : FT) - ES No director has been granted or exercised any share option
BMEE TS TEERNERE(CZETHE during the year (2004: nil).
F:F) o
EZMemEcEE : The emoluments of the directors fell within the following bands:
EEHH
Number of directors
—ZZh —ZZp
2005 2004
BUIERITES : Independent non-executive directors
Z — 1,000,000/ 7o Nil — HK$1,000,000 4 2
HITES : Executive directors
1,000,001 — 1,500,000 JT HK$1,000,001 — 1,500,000 1 8
1,500,001 — 2,000,000 T HK$1,500,001 — 2,000,000 2 —
3,000,001 — 3,500,000 JT HK$3,000,001 — 3,500,000 - 1
4,000,001 — 4,500,000 JT HK$4,000,001 — 4,500,000 1 —
8 6

AEMBEEZERERAQA
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31 March 2005

7. BEELREHITHAEME » 7. DIRECTORS’ AND SENIOR MANAGEMENT’S

(b) AUREHFAL

AEEEBERNLERSHFMALRE
MEH(ZETMF - ME)EE - HBH
SEERN EXON - HBp— R (ZFEF
mE: —R)RSFALTZME ST

-

EAXRFe R EMER
B TEAT
RRE K

M2 ARIanT:

Z — 1,000,000/ JT

RAEERN AEREHFAL (B
EERHEMET)  WEEMEMNS
EAMBMS S RERLNEE(CF

TEE  E) -

EMOLUMENTS (continued)

(b) Five highest paid individuals

individual are as follows:

Basic salaries and allowances
Discretionary bonus
Pension scheme contribution

The emoluments fell within the following band:

Nil — HK$1,000,000

nil).

The five individuals whose emoluments were the highest in the
Group for the year include four (2004: four) directors whose
emoluments are reflected in the analysis presented above. The
emoluments paid and payable to the remaining one (2004: one)

—Z2Z51 —_ZEZN
2005 2004
F#ET FABT
HK$°000 HK$’000
520 506
72 143
24 24
616 673
A

Number of individual
—=FFH —ZEZNN
2005 2004
1 1

During the year, no emolument was paid to the five highest paid
individuals (including directors and other employees) as
inducement to join or as compensation for loss of office (2004:

47
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NEEEE

AEBBETMEREATRESAE - BERKAIR
BESFHETEERES - BRERAKAEIR®RE
GREICEEREBZEEDRFE  ABL
EEESRE o

ERZERAFET AEEREEEDRIRE
BHENAOZARBAIZESAHENR - ER
HR LK mARREREEE 25K - AEE R
MA L EFRRESRZHFKF - BE-F
ZRF=A=+—HIEFE E% 18T &

T4 : 57,00087) c R_ZFETRHF=A=
+—H  EZTEIT ZEREERZFKIEA
RERLRFAEBHRRKEZREN R
51,000/ 7c (ZZZT M4 : 52,0008 7T) ©

EREeHET  AEERSEEDFIRES
BERAAL (BRAGMELEST G2 EE)
BOZAHRK - AEEREBRET ZHFBR
BH&®1,00087T - BB HR KM T
BESFEMRBAEEA - BRAREER
FEES -

BROBEDEPIRE - FEATEKREREERE
REBRAKETEIHK - EZAE T KB ZE
EREEBRAEHAR (BEFHE  RBRE
AL K5% MR - MEEZESESAERARLN
HFB-10% ° FRIA EHEFRIN - REDRBEBIN
NHERBRS 2 EEREE - ILBIREABRIK
EAREHRRESRHEMERSE -

AEBFZRANENEEBREMZEZE S « K
TETERENERRENIN  AMNERER
RN EI(CPPEAER - HRFEKREE A
H24.95%RMEFEREEMNRREBAR
% 5 242,000 7T (1855 5 87,600017T) °
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31 March 2005

PENSION SCHEMES

The Group has two pension schemes, the ORSO Scheme and the MPF
Scheme, for its employees in Hong Kong. The assets of the ORSO
Scheme and the MPF Scheme are held separately from those of the
Group under independently administered funds.

Under the ORSO Scheme, the Group and its employee make monthly
contribution to the scheme of approximately 5% and 5% respectively, of
the employees’ salary. The unvested benefits of employees who have
terminated employment are utilised by the Group to reduce its future
contributions. The unvested benefit so utilised under the scheme during
the year ended 31 March 2005 amounted to approximately HK$Nil (2004:
HK$57,000), and the amount of unvested benefits that are available to
reduce the Group’s future contributions was approximately HK$51,000
as at 31 March 2005 (2004: HK$52,000).

Under the MPF Scheme, each of the Group and its employees makes
monthly contributions to the scheme at 5% of the employee’s relevant
income, as defined in the Mandatory Provident Fund Schemes Ordinance.
Both the Group’s and the employee’s contributions are subjected to a
cap of HK$1,000 per month. The contributions are fully and immediately
vested in the employees.

As stipulated by rules and regulations in Mainland China, the Group
contributes to state-sponsored retirement plans for its employees in
Mainland China. The Group’s employees make monthly contributions to
the plans at approximately 5% of the relevant income (comprising salaries,
allowances and bonus), while the Group makes monthly contribution at
approximately 8-10% of such relevant income and has no further
obligations for the actual payment of pensions beyond its contribution.
The state-sponsored retirement plans are responsible for the entire
pension obligations payable to retired employees.

The Group is required to make monthly contributions to the National
Canada Pension Plan (CPP) in respect of its employees in Canada based
on the employees’ salaries, with the exceptions of certain excluded
employment and benefits, at a rate of 4.95% of the employees’ salaries
subject to a maximum annual pensionable earnings of HK$242,000
(equivalent to CAN$37,600).
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10.

11.

AF=FA=+—H

JR 3R P& 1 2

AARZREEEEFNFEIERARABATZE
M A&2,721,0008 T (ZEZMNF : BF A
10,563,000/ 7T) °

R 2

B K % H B A% B &A% 0.01%8 T
(ZZZ P4 : 0.015% 7T)

R K 408 B 10,0238 7T
(ZZZMEF : 0.0187T)

RZZETMFE+=A AEESHREAETR
0.018JL - A ERRE A REBREB S A -
(VAR @ k(i) A RBRAELBEE AR R FREE
0I0B Tz EER HERRE R —MRRE
b o FERETER T + A AR B BA(i)1,205,000/% 7T
5:.28,843,2120% AR #E AE S A o

R-ZTRFLATOART 28R L EF
EEIRE KRR E & EEA0.028 T o thIBHE
IR B E R AN AR B R IMEEMA R - R
HE_ZTRNF=ZRA=+—RHILFEIIEREZ
BEBRDIK

BERAER

BREARESAENZREEES HREREMN
& % 20,438,000 T (Z T T I F :
14,502,000/8 7T) 5t & -

BRERBF THIZFEAND BT L @A 2 METF
5 81 212,825,646 (Z T T § &
158,810,000/%) 5t & - ER#EFRF R E
213,515,581 (ZZEZ P4 : 158,810,0004%)
TRERFE  FRERTE @R INEFEY
o MEBREABRTEZRREEETEM
AR VE DA (B 384T 2 hn e S Y5 20689,9350% (=
TEF - T) E@EPETHE -

10.

11.

31 March 2005

PROFIT ATTRIBUTABLE TO SHAREHOLDERS

The consolidated profit attributable to shareholders included a profit of
approximately HK$2,721,000 (2004: profit of HK$10,563,000) dealt with
in the accounts of the Company.

Interim of HK$0.01 (2004: HK$0.015)
per share

Final of HK$0.02 (2004: HK$0.01)
per share

DIVIDENDS

—®%E —2Em

2005 2004

FHT T

HK$°000 HK$'000

2,647 2,382

5,451 1,688

8,098 3,970

In December 2004, the Company declared an interim dividend of HK$0.01
per share. Qualifying shareholders, at their options, could receive the
dividend (i) in cash or (i) in warrants to subscribe for ordinary shares of
the Company of HK$0.1 each at HK$0.5 each on the basis of one
warrant for every five shares held. In this connection, the interim dividend
was settled by (i) cash of HK$1,205,000 and (i) 28,843,212 warrants.

At a meeting held on 14 July 2005, the Company’s directors proposed
a final dividend of HK$0.02 per share. This proposed dividend is not
reflected as a dividend payable in these accounts and will be reflected
as an appropriation of retained profits during the year ending at 31
March 20086.

EARNINGS PER SHARE

The calculation of basic and diluted earnings per share are based on
the Group’s consolidated profit attributable to shareholders of
HK$20,438,000 (2004: HK$14,502,000).

The basic earnings per share is based on the weighted average of
approximately 212,825,646 shares in issue during the year (2004:
158,810,000 shares). The diluted earnings per share is based on
approximately 213,515,581 shares (2004: 158,810,000 shares), which
is the weighted average number of shares in issue during the year plus
the weighted average of 689,935 share (2004: nil) deemed to be issued
at no consideration if all outstanding share warrants had been exercised.
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12. GOODWILL

Movements were:

Cost
Beginning of year
Additions

End of year

Accumulated amortisation and impairment losses
Beginning of year
Amortisation for the year
Impairment loss

End of year

Net book value
End of year

Beginning of year

31 March 2005

—EFH —ZEFN
2005 2004
FET FET
HK$°000 HK$'000
3,419 1,523
26,153 1,896
29,572 3,419
3,419 1,054
1,342 848
- 1,517
4,761 3,419
24,811 —

— 469
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—EERF=HA=+—H 31 March 2005
= S
13. BIEEE 13. FIXED ASSETS
HEI - Movements were:
HAOMELE
B REB
e
Leasehold
improve-
HOLTHE ments
BF BERZE furniture,
Leasehold R#eE fixtures AE BARTIA
land and Plant and and Motor Moulds 5t
buildings machinery equipment vehicles and tooling Total
FE T FE T FET FE T FE T FE T
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
%N Cost
HA 47) Beginning of year 85,130 88,089 29,793 5,858 5,497 214,367
NE Additions 3,775 20,308 3,310 134 1,867 29,394
ERIRE Transferred from
R construction-in-progress
(Htat14) (Note 14) 5,491 - - - - 5,491
WEEMT B A F  Acquisition of a subsidiary
(Kt £28(c)) (Note 28(c)) 828 - 1,077 14 - 1,919
EH = Exchange difference 46 - 60 1 - 107
& Disposals — (5630) (304) (174) (75) (1,083)
CES End of year 95270 107,867 339% 5883 7289 250,195
FEAE Accumulated depreciation
H ) Beginning of year 22,675 44,814 14,281 2,834 1,663 86,267
REEHE Charge for the year 1,782 8,554 2,138 471 837 13,782
HE Write-back on disposals - (426) (209) (44) (11) (690)
RS End of year ...24,457 ...52,942 ...1ez210 3,261 2,489 _..99,359
BREEE Net book value
LiE S End of year 70,813 54,925 17,726 2,572 4,800 150,836
HR 9] Beginning of year 62,455 43,275 15,512 3,024 3,834 128,100
AEE  SEHEEEKE THLHREFZE During the year, the Group’s management reviewed the useful lives of
TR AR ERosFEE Z50F - B - certain buildings and changed them from 25 years to 50 years. In this
B2 &R > = 49800,000% T © connection, the depreciation charge for the year ended 31 March 2005

was reduced by approximately HK$800,000.

51 AFMEELERAERADA
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13. B EEE &

31 March 2005

13. FIXED ASSETS (continued)

REEBLTE2ERTFHBEORE 2BLH TR The Group’s leasehold land and buildings were located on land held
EFZ2EEFEINAT : under medium term leases of 10 to 50 years and were located as
follows:
i BB LU et
Hong Kong Outside Hong Kong Total
FA&T FET FA&T
HK$’000 HK$’'000 HK$’000
M=—2BEF=A=+-8  At31 March 2005 14,555 56,258 70,813
RZZEZEMNFEF=A=+—H At 31 March 2004 15,078 47,377 62,455
RZZEZTRFE=A=1T—80  ASEREHED At 31 March 2005, the Group had plant and machinery with net book
2 THE 58tk N i 2R AR T FHE 4V & 12,756,000/ value of approximately HK$12,756,000 (2004: HK$4,912,000) held under
T (ZZZWF : 4,912,000% 7T) ° finance leases.
14. EEIR 14. CONSTRUCTION-IN-PROGRESS
FEIT Movements were:
— —ZZp
2005 2004
FET F#E T
HK$°000 HK$’000
B AR Cost
g Beginning of year 5,141 2,511
¥ Ea Additions 2,216 2,630
BIEREEE (Ha£13) Transfer to fixed assets (Note 13) (5,491) —
R End of year 1,866 5,141
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15.

Unlisted shares,

at cost

31 March 2005

INVESTMENTS IN SUBSIDIARIES

In the Company’s balance sheet, investment in subsidiaries consisted

of:

Less: Accumulated impairment losses

Amounts due from subsidiaries

MEARERSEER 2B REALEREE

128 A R{EE -

R-EERAF=A=1T—HARARZEENS

AT U

A

Company

EERERD —
Shares held directly —

Daiwa BVI Limited

HERERG —
Shares held indirectly —

HEEFHRAR
Chiasso Inc.

ANMEE (FE)BERAF
Daiwa Associate (China)
Limited

MR R
o E

Place of
incorporation/
establishment

RERRHE
British Virgin
Islands

RERRHS
British Virgin
Islands

&t
Hong Kong

2005:

BRTR
TELE HRERA
ity B Issued and
Principal place fully paid up
of operation share capital
RERRHE 10,0003 7T
British Virgin US$10,000

Islands

H 2ETT
Mainland China us$2
BB 28T
Hong Kong HK$2

—ZEZ5h —ZZN
2005 2004
TET TET
HK$°000 HK$’000
44,715 44,715
(10,677) (9,484)
277,974 228,811
312,012 264,042

The amounts due from subsidiaries are unsecured, non-interest bearing

and not repayable within the next twelve months.

The following is a list of the significant subsidiaries as at 31 March

FRERETD L
Percentage of
equity interest held

100%

100%

100%

TEEK

Principal activities

REER

Investment holding

BTEXLEERS
Manufacturing services
of products

BEME
Property holding

53 AENEEERARAQA
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15. fIBRARRE @

AR, I

3

Place of
nF incorporation/
Company establishment
HMEsERG — (&)

Shares held indirectly — (continued)

ANBEERAH E
Daiwa Associate (H.K.) Limited Hong Kong
ANETERAR B
Daiwa Distribution Limited Hong Kong
BMEERR QA 0
Daiwa Manufacturing Limited Hong Kong
AMERAER AR BE
Daiwa System Limited Hong Kong

ANM(EE)EFIXERAR B

(Bt (i) Mainland China
Daiwa (Zhaoging) Electronics

Industrial Limited (Note (ii))

REBELERARDA (M) +
Dongguan Wafer Semi- Mainland China

Conductor Co., Ltd. (Note (ii)

BEEXERQA BE
Unity Electrical Industrial Ltd. Hong Kong
AEREEFAERAA BB
Vastpoint Imtec Electronics Ltd. Hong Kong

AEMBEEZERERAQA 54
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31 March 2005

15. INVESTMENTS IN SUBSIDIARIES (continued)

TERH

it B

Principal place
of operation

3
Hong Kong

E
Hong Kong

BB
Hong Kong

BB
Hong Kong

H
Mainland China

i
Mainland China

B
Hong Kong

BB
Hong Kong

BRTR
HBREBRA
Issued and
fully paid up
share capital

@A 100% T

Ordinary shares HK$100

BERERBELRN
3,000,000/ 7T (i)

Non-voting deferred shares
HK$3,000,000 (Note (i)

28T
HK$2

28T
HK$2

28T
HK$2

#Efft & 753,384,0003% 7T
Registered capital
US$3,384,000

at fift & 756,200,000/ 7T
Registered capital
HK$56,200,000

2,000,000/ 7T

HK$2,000,000

1007 7T
HK$100

FRREED L
Percentage of
equity interest held

100%

100%

100%

100%

100%

100%

95%

100%

TEEK

Principal activities

EERBE
Management and
finance

B TR
Distribution of electronic

components

HEEFIRMTR
BYEXLEERDB

Manufacture of electronic
components and
manufacturing services
of electronic products

THLBHES
Trading of computer
components

HEET BN
Manufacture of

electronic components

NEEFLEMN
Manufacture of

electronic components

Manufacture of
electric wire

B F I 88 1A 8
Distribution of electronic

components
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—EERF=HA=+—H 31 March 2005
15. B ARKRE @ 15. INVESTMENTS IN SUBSIDIARIES (continued)
HEMARYL R BETK
1t B TERE BERK
Place of 1 B Issued and FERERS L
nF incorporation/ Principal place fully paid up Percentage of TEEK
Company establishment of operation share capital equity interest held Principal activities
HEsERG— (8)
Shares held indirectly — (continued)
EFEFARRAA i F 1 E A AR % 29,420,000 100% BTEXEERS
Cosmos Electronics Ltd. Mainland China Mainland China Registered Capital Electronic Manufacturing
RMB29,420,000 Services
afMTaEl ORID AR QA R FE it & 7452,000,000% 7T 100% EFTAMHEH
Daiwa Component (Shenzhen) Ltd.  Mainland China Mainland China Registered Capital Distribution of electronic
HK$2,000,000 components
AMTEN (LB ARAA R FE & fft & 4200,000% 7T 100% EF A EH
Daiwa Component (Shanghai) Ltd. ~ Mainland China Mainland China Registered Capital Distribution of electronic
US$2,000,000 components
Daiwa Holdings Inc. MERLZABE MNEKR 223,015107C 100% REER
Ontario, Canada Canada CAN$223,015 Investment holding
Maxim Resources Limited RBRAES E 1,000% 7T 100% REERERR
British Virgin Hong Kong US$1,000 BFfEM
Islands Procurement of computer
goods and electronic
goods
Daiwa Distribution (Alberta) Inc. MEATREE MNEX 12000 7T 100% HE R HERK
Alberta, Canada  Canada CAN$120 ERRETER
Sales and distribution
of computer goods and
electronic goods
Daiwa Distribution (B.C.) Inc. MEREE mex 300,000/0 7T 100% HERDHEKERR
m Canada CAN$300,000 BEFEM
British Columbia, Sales and distribution of
Canada computer goods and
electronic goods
Daiwa Distribution IEFN iR mnex 1000 7T 100% HERSHEKER
(Nova Scotia) Inc. R Canada CAN$100 RETER
Nova Scotia, Sales and distribution of
Canada computer goods and

electronic goods

55 AENEEERARAQA
Daiwa Associate Holdings Limited



& B M

Notes to the Accounts

—FTaF=A=1-AH

15. fIBRARRE @

MR, R
it B
Place of
A F incorporation/
Company establishment

MEEERG— (8)

Shares held indirectly — (continued)

Daiwa Distribution (Ontario) Inc. MERL ABEAE
Ontario, Canada

Daiwa Precision Industrial Ltd. MEXRL KA
Ontario, Canada

Daiwa Semitron Supplies MERZ KA
(Canada) Inc. Ontario, Canada
Westpac Holdings Inc. MERARABE

Ontario, Canada

Westpac Technology Inc. MEXRZ KA
Ontario, Canada

! WIEM BB & ERE TR E 5P ER 2

A A

Bt it —

0] ERFDARNRZHMBRR - DAARES
ERAKEERERAEARBERNFEESE

ﬁigﬁl‘fﬁ HIFENEBA G EE 2K
BAT c EREHMMBEAR ZEN EF
= ELPJH‘T}&E’ARE o
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15.
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31 March 2005

INVESTMENTS IN SUBSIDIARIES (continued)

Principal place

of operation

mERx

Canada

JIEYN

Canada

mER

Canada

mEX

Canada

mER

Canada

BRTR
HBERAE
Issued and FsREB DL
fully paid up Percentage of

share capital

300,000/ 7T
CAN$300,000

17T
CAN$1

17T
CAN$1

1h07T
CAN$A

17T
CAN$A

equity interest held

100%

100%

100%

100%

100%

TEEK

Principal activities

HER D HEMK
ERREFER

Sales and distribution
of computer goods and
electronic goods

REER

Investment holding

HERDHE
EmkEFE

Sales and distribution of

m;
iz

‘ﬂ]][?

El

computer goods and
electronic goods

HEME
Property holding

REAER

Investment holding

Companies not audited by PricewaterhouseCoopers

The above list includes the subsidiaries of the Company which, in the
opinion of the Company’s directors and the Group’s management,
principally contributed the results or formed a substantial portion of the
net assets of the Group. To give details of other subsidiaries would result

in particulars of excessive length.
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—EERF=HA=+—H

A
L]

15. B ATRE @

(ii)

(i)

(iv)

REREXERERRARAELE KL
RABRE-_+FE_T—AF+A - KK
BaEEEZARIEE TARARKLEHE
BRAEAR ARBENERB LZE
XERZEMBRARRE -

AM(EE)ETIXEEARAARBINARE -
RN BEAR-+FE_T_=FhHA -
AEEEEERRAAIZEE  TAEHL
EEEREEAR  AEEEAMERE L
ZLEEREENBARIER -

BERERETERMRZERERE - THZER
BARRESERAEZASR  BRIFLA
fi% i% 58 B % % B2 & &1 100,000,000,000,000
BT o

BE_TZERAF=A=1+—HILFEXWE
RAYEEMNCETZIERER -

15.

31 March 2005

INVESTMENTS IN SUBSIDIARIES (continued)

(ii)

(i)

(iv)

Dongguan Wafer Semi-Conductor Co., Ltd. was a cooperative joint venture
enterprise established in Mainland China to be operated for 20 years up
to October 2015. The Group is responsible to manage the operations of
the company and accounts for this company as a wholly-owned subsidiary
as it is entitled to all of the results and assets and liabilities of the company.

Daiwa (Zhaoging) Electronics Industrial Limited was a foreign investment
established in Mainland China to be operated for 20 years up to May
2023. The Group is responsible to manage the operations of the company
and accounts for this company as a wholly-owned subsidiary as it is
entitled to all of the results and assets and liabilities of the company.

The non-voting deferred shares have no voting rights, are not entitled to
any dividends, and are not entitled to any distributions upon winding up
unless a sum of HK$100,000,000,000,000 has been distributed to the
holders of ordinary shares.

None of the subsidiaries had any loan capital in issue at any time during
the year ended 31 March 2005.

57 AENEEERARAQA
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16.

17.

HEZEHERER 16.

EHEEFE

Share of net assets

EEE A TREBRT R EE HFABHE
2 s

TEME
£ Nature of
Name entity
BREREAME S L RINE B

HREIERRAG Sino-Foreign

Daiwa (Southern) Precision
Industrial Limited

cooperative joint
venture enterprise

NEzAREHERRA+-_A=1T—"BRF
E#ER - AKRER_ZTRF=RA=+—H
FREZEAEARBEASEAR_ZTWF—
A—BE+ZA=+—HMbELERZEHEEZ
#i o AREEREEZEEERBHKRZES
ERN _ZTTRF—A—HE_ZTHF=H
=t AHR MBI EE EMEAEE
NBEYEREEBE_TTRF=A=+—
BilEZiRA -

rE 17.
AmEE Trading stocks
R Raw materials
&M Work-in-progress
2P mm Finished goods

R-ZZTZTRAF=ZA=+—H ' LA&RFET
IR2EEZEREES £41,482,0008 T (= F
T4 ¢ 651,000/ L) °

ETHREARTERREERZ B MG
(ftzt20) -
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31 March 2005

INTERESTS IN A JOINTLY CONTROLLED
ENTITY

=ZZ3 —
2005 2004
FET FHET
HK$°000 HK$'000
1,639 1,658

The Group has interests in the following jointly controlled entity which is
established and operating in Mainland China:

Btk
Percentage of
&R

FTEXEK BEE R BiE D%
Principal Ownership Voting Profit/loss
activities interest power sharing
SUEE F et 60% 60% 60%
Manufacturing of

electronic

components

The above jointly controlled entity adopted 31 December as its financial
year end date. The Group’s consolidated profit and loss account for the
year ended 31 March 2005 includes the Group’s share of the results of
this jointly controlled entity for the year from 1 January 2004 to 31
December 2004. The Company’s directors and the Group’s management
consider that there have been no material changes in the financial position
in respect of this jointly controlled entity during the period from 1 January
2005 to 31 March 2005 which would materially affect the view given by
the Group’s account for the year ended 31 March 2005.

INVENTORIES
=% —
2005 2004
FET TET
HK$°000 HK$'000
84,337 53,488
80,645 56,778
14,790 10,801
8,374 10,506
188,146 131,573

At 31 March 2005, the carrying amount of inventories that was carried
at net realisable value amounted to approximately HK$1,482,000 (2004:
HK$651,000).

Certain inventories were held under the trust receipts bank loan
arrangements (Note 20).
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18.

19.

20.

21.

AE=ZA=+—A
FE & % AR 18 18.
REB 2 REBHEERTERS * BRE—KH
=TREANTR - BIREEREZRE TN
-
LRIN+T X Less than 60 days
ATRE—EB-—TALK 60 days to 119 days
—BZ=TXZE 120 days to 365 days

ERaREiPN

ReERBITEER 19.
RZZEERAF=ZA=+—H ZXEEZELR
iR 1T 45 £ 498,968,979 T (— 2T 0 4 :

11,324,000 7)) AARB BB - WIEREH
B EALBRrEE  HERHBEAR
HF B BT R E ©

BHRITER

31 March 2005

TRADE RECEIVABLES

Majority of the Group’s sales is on open account, with credit terms
generally ranging from 30 days to 60 days. The ageing analysis of trade
receivables was as follows:

—ZETH — =2
2005 2004
FET THET
HK$°000 HK$'000
108,776 93,234
39,043 15,501
6,872 12,593
154,691 121,328

CASH AND BANK BALANCES

As at 31 March 2005, the Group’s cash and bank balances of
approximately HK$8,968,979 (2004: HK$11,324,000) were denominated
in Chinese Renminbi, which is not a freely convertible currency in the
international market and its exchange rate is determined by the
Government of the People’s Republic of China.

20. SHORT-TERM BANK BORROWINGS
%25 —z=m
2005 2004
FET FA&ET
HK$’000 HK$’000
RITErEIEE K Trust receipts bank loans 41,876 45,358
HHRITER Short-term bank loans 1,000 2,000
42,876 47,358

FEAS & RRTE 2 ARl 2 47 21.

ERNEEREEZRROTAOT

LRA+TR Less than 60 days

ATRE—B—TLK 60 days to 119 days

—BZTXR=E 120 days to 365 days
ZAEATHEX

AGEING ANALYSIS OF TRADE PAYABLES

The ageing analysis of trade payables was as follows:

==Za —
2005 2004
FET FHET
HK$°000 HK$'000
132,893 103,691
21,079 12,760
7,851 2,993
161,823 119,444
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—FETRF=HA=+—H 31 March 2005
22. REIGE®E 22. LONG-TERM LIABILITIES
—2®23 —TEM
2005 2004
FET FET
HK$’000 HK$’000
MERESE Finance lease obligations 8,875 3,219
EBEPZREITEE Unsecured bank borrowings 20,000 —
RERT & B Provision for long service payments 1,111 592
BEERE Total amounts payable 29,986 3,811
W REIBEZAHED  Less: Current portion of long-term liabilities (14,617) (1,901)
KB 5 Long-term portion 15,369 1,910
EECHEREETZ22MAT ¢ The Group’s finance lease obligations were analysed as follows:
—Z2Zh —ZZp
2005 2004
FET FE T
HK$°000 HK$’000
HEBEERBTE Total minimum lease payments
—— %A — Within one year 4,748 1,919
—EF — In the second year 3,394 1,331
—F=FFFERF — In the third to fifth year 921 —
9,063 3,250
o RREE X Less: Future finance charges (188) (31)
8,875 3,219
mEREEEZ The present value of finance lease liabilities is
RESTWAT : analysed as follows:
—FR Within one year 4,617 1,901
E-F In the second year 3,341 1,318
E=FFZFERF In the third to fifth year 917 —
8,875 3,219

AENMBEERARAA 60

Daiwa Associate Holdings Limited



& B M &t

Notes to the Accounts

—EFERF=A=+—H

23. EERBIE 23.

REHRERAEE AR EERERETEHE
17.5% (ZBZME : 17.5%) E2 BB -

EERBREEZEFH T —

31 March 2005

DEFERRED TAXATION

Deferred taxation are calculated in full on temporary differences under
the liability method using a principal taxation rate of 17.5% (2004: 17.5%).

The movement on the deferred tax assets is as follows —

—EZ5H — =2

2005 2004

FET FET

HK$’000 HK$’000

% Beginning of year 1,812 331

U B B BB A 3 (Bfa£28(c))  Acquisition of a subsidiary (Note 28(c)) 438 —
REFIBEE R R LR Deferred taxation credited to profit

(KizE6) and loss account (Note 6) 15 1,481

HIR End of year 2,265 1,812

BERBEABZEHIT —

The movement on the deferred liabilities is as follows —

=225 —ZEEN

2005 2004

FET FET

HK$’000 HK$’000

)| Beginning of year 5,446 4,724
BT BHEIEZ K (RBBR)  Deferred taxation (credited)/charged to profit

/X8 (Ktate) and loss account (Note 6) (100) 722

iR End of year 5,346 5,446

BEFMSHEEDNRERBERBHZAIERBR
R JE R A B IR M sk AT A 2 BB ERER o
KNEEAE AERFIE16,438,0008 L (ZEF
PU4F : 11,136,000/ 7o) 7] 4% 85 LA 5 85 K 2K f&
S HEB BT EERAL -

Deferred income tax assets are recognised for tax loss carry forwards to
the extent that realisation of the related tax benefit through the future
taxable profits is probable. The Group has unrecognised tax losses of
HK$16,438,000 (2004: HK$11,136,000) to carry forward against future
taxable income; these tax losses have no expiring date.
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23.

ELEBIE @)

FABECHBREENABZ B (FER—#H
Ml 2 FEERIKEHAT) 20T

31 March 2005

23. DEFERRED TAXATION (continued)

The movement in deferred tax assets and liabilities prior to offsetting of
balances within the same taxation jurisdiction is as follows:

BB
EEBEEE Deferred tax assets Tax losses
—ZEEH —EZFN
2005 2004
F#ET FET
HK$°000 HK$’000
29 Beginning of year 2,611 421
Uz B BfS B8 2 &) Acquisition of subsidiaries 438 —
ERER (XH) Rk (Charged)/credited to profit and loss account (295) 2,190
R End of year 2,754 2,611
N BB T E

EEREBEEE Deferred tax liabilities Accelerated tax depreciation
—Z24 —TZFN
2005 2004
F#ET FET
HK$’000 HK$’000
iR Beginning of year 6,245 4,814
ER=Ex (GRER) X (Credited)/charged to profit and loss account (410) 1,431
R End of year 5,835 6,245

BEEATRMNABRENREELARER AR
BRI - MRS R F— MR - RIA
BIEFTSHEERETEMSHAREHEEN -
EABERER  TIHERERREERE
KNI

Deferred 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 consolidated balance sheet:

EEHRIBEE
EEH IR A E

ANBEEERERARZA 62
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Deferred tax assets
Deferred tax liabilities

=% —
2005 2004
FET TET
HK$°000 HK$'000
2,265 1,812
(5,346) (5,446)
(3,081) (3,634)
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24, BRI — KR FH

A E
LREBRFREEIOB T

BETRER
TR B RE(E0.10/8 T

B Beginning of year
IR 17 B 17 B A (AR Issue of shares upon a rights issue
(K1 a3) (Note(i)
MR in BT 1T {E R IR AL Issue of shares upon exercise
(Ht (i) of warrants (Note(ii))
HR End of year
Bt ot - Notes: —
@) ANEE - RRAIBITHR  BRERSHEHE=R i)
B2 B (D AR R IR AR AR D 2 b Bl B AT
105,873,066 EIfE0.10/ 7T A A1 A (D ° AliR
FR%0.457% JUAC 3 105,873,066% [ fE0.107
TTZBRH c RZZEZWNFNR - BLEHERT
X 1% £ £15 447,643,000/ T °
(ii) KNEE 1,279,706 R RAETE E FERITIE - (i)
H A2 B R 0.507% T R 1,279,7068% A& 17
(Htit26) -
(iii) B B LA AR I RBRAEAE (A | Mt EiRRii) 34T (i)

31 March 2005

24. SHARE CAPITAL — COMPANY

Authorised —
Ordinary shares of HK$0.10 each

Issued and fully paid —
Ordinary shares of HK$0.10 each

ZER IR RO B -

—Z2%1 —TEN
2005 2004

B EA M&fp 8 H

Number of Number of

shares shares
7 FAT IR FE
’000 HK$’000 ‘000 HK$'000
1,000,000 100,000 1,000,000 100,000
158,810 15,881 158,810 15,881
105,873 10,587 - -
1,280 128 — —
265,963 26,596 158,810 15,881

During the year, the Company undertook a rights issue in the proportion
of 2 rights shares for every 3 ordinary shares held at a subscription price
of HK$0.45 per share. In this connection, rights to subscribe 105,873,066
shares of HK$0.10 each, at HK$0.45 each were issued. In September
2004, the rights were utilised to subscribe for 105,873,066 shares for
approximately HK$47,643,000.

During the year, 1,279,706 warrants were utilised to subscribe for
1,279,706 shares, at a subscription price of HK$0.50 per share (Note
26).

The new shares issued in connection with the rights issue and warrant
utilisation (i and ii above) rank pari passu in all aspects with the existing
shares.

63 AENEEERARAQA
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25. EEBKRRE 25.

ARFREUEBBREE - R AAEE
ZEE (BREARBZHNTES) KHBREN
BRBARR 22BN - MRZUAEARFERE
BITRARE(TEERTEBREMETZ
Bin) 30%RR - ZERETEEBHARA
ZEREET  LO)ARBRONERERT
BZWmE : (ZERTEREAMNEERS
BARRRIRD 2 W mE « i) 2 a
ZHEHEZRKRIGET  ZEURGERE -

HE_TTAF=A=1+—80 A2AFHEL
EERECEEENF : T) RZTTHF=
A=+—8  ARRABETEERE(CZE
U4 : 350,000) - R—_ZEZERF=RA=+—
B 2ERTEZERE(CSEENF : ) -

26. B IRRERE 26.
ZHMT
R¥AH TREH
Date of grant Exercise period
“ZTRE_R ZZERFE-_A-THHE
—+=H” E*?ZA& AZ+mA
23 February 2005 25 February 2005

to 24 February 2008

ANEE - AF)EETT T 28,843,2000% R AE AL
AZEROSOB TREEEE —RERKREE
0108 L2 H - RBERAINRZSZTRHF-
A-+HRAZE-_ZTTN\F_A-_F+MAFTE -

$¢ 1,279,706 R R HEFE E 2= EITE -
A R BE1,279, 706 i 1 - 48K {E47640,000
/§7E°
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31 March 2005

EMPLOYEE SHARE OPTIONS

The Company has adopted an employee share option scheme, under
which it may grant options to employees (including executive directors
of the Company) subject to a maximum of 30% of the nominal value of
the issued share capital of the Company from time to time excluding for
this purpose any shares issued upon exercise of employee share options.
The exercise price will be determined by the Company’s board of
directors and shall at least be the highest of (i) the closing price of the
Company’s shares on the date of grant of the options, (i) an average
closing price of the Company’s shares for the five days immediately
preceding the date of grant of the options, and (iii) the nominal value of
the Company’s shares of HK$0.10 each.

No share options were granted during the year ended 31 March 2005
(2004: nil). No share options were exercised during the year ended 31

March 2005 (2004: 350,000). No share options were outstanding as at
31 March 2005 (2004: nil).

WARRANTS

Movements were:

HERTHE HETHRHE

REE B9 Granted Utilised R
Subscription Beginning during during End of
price of the year the year the year the year
HK$0.50 — 28,843,209 (1,279,706) 27,563,508

During the year, the Company issued 28,843,209 warrants, each of
which can subscribe for 1 share of HK$0.10 each in the Company at a
subscription price of HK$0.50 each. The warrants are exercisable from
25 February 2005 to 24 February 2008.

During the year, 1,279,706 warrants were utilised to subscribe for
1,279,706 shares in the Company for an aggregate consideration of
approximately HK$640,000.
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31 March 2005

27. #& 27. RESERVES
BEMT Movements were:
& Group
23t
SHERE
BB EE MAB#H  Cumulative EERE() REEA
Share Capital translation Statutory Retained @t
premium reserve adjustments reserve (i) profits Total
FHET FAET FAT FHET FET AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZZENEF At 1 April 2004
mA—H 160,944 41,201 (800) 90 62,794 264,229
REZHF Profit for the year - - - - 20,438 20,438
INE]E Translation adjustments = = 1,787 = = 1,787
B2 B1T (HfaE24) Issue of shares (Note 24)
— it —rights 36,457 - - - - 36,457
—RREET —warrants 512 - - — — 512
—Z2=/ZT 2003/2004
BRI RHRE final dividend paid - - - - (1,588) (1,588)
“ZZM/ZZTH 2004/2005
F AR & interim dividend 1,442 - - - (2,647) (1,205)
R-ZZRF At 31 March 2005
=A=t+-H 199,355 41,201 987 90 78,997 320,630
Mk T — Representing —
—EEM/-FFR 2004/2005 final dividend
BRRERE proposed 5,451
Hity Others 73,546
78,997
ARARHBAR Company and subsidiaries 199,355 41,201 987 90 86,021 327,654
HRZHEE Jointly controlled entity - - - - (7,024) (7,024)
199,355 41,201 987 90 78,997 320,630
R-ZZ=FMA—H  At1April 2003 160,944 41,201 (827) 90 53,056 254,464
AEE R Profit for the year - - - - 14,502 14,502
INEBRE Translation adjustments - - 27 - - 27
—EE_/FT= 2002/2003
RERE final dividend - - - - (2,382) (2,382)
—ZEE=/-FFN 2003/2004 interim
R & dividend - - - - (2,382) (2,382)
R-ZEME At 31 March 2004
=A=+-H 160,944 41,201 (800) 90 62,794 264,229
MR — Representing —
—ZT=/ZTN 2003/2004 final dividend
BIKRERE proposed 1,588
Hib Others 61,206
k)
ARRIRHBAR Company and subsidiaries 160,944 41,201 (800) 90 69,799 271,234
HRZEHEE Jointly controlled entities - - - - (7,005) (7,005)
160,944 41,201 (800) 90 62,794 264,229
65 aflEmEERAERZAA
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27. @#E @

ENN

RZZZTNFEMA—H
RNEERF

BT D (M iE24)

— A%

— R IR RE

TEE = —ZZP
—= =) —= =

B R E

ZEEW/ZETRHHRE

R-ZBEEE=A=+—H
RO -
s 3 Juygat & o

R R H AR
H Al

R-_ZTEE=F1TA—H
RN FE AT

T /TR RPRE
T /T NRHRA

R-ZEENFE=A=+—H

RO -

e
R R H AR
H Al

AENMBEERARAA 66

Daiwa Associate Holdings Limited

27. RESERVES (continued)

Company

At 1 April 2004

Profit for the year

Issue of shares (Note 24)
— rights
— warrants

2003/2004
final dividend paid
2004/2005 interim dividend

At 31 March 2005

Representing:

2004/2005 proposed
final dividend
Others

At 1 April 2003

Profit for the year
2002/2003 final dividend
2003/2004 interim dividend

At 31 March 2004

Representing:

20083/2004 proposed
final dividend
Others

31 March 2005

B’ 6 5 B S ONE=-2 S RE B
Share Contributed Retained At
premium surplus profits Total
FE T FE T FET FET
HK$’000 HK$’000 HK$’000 HK$°000
160,944 72,309 14,807 248,060
— — 2,721 2,721
36,457 — — 36,457
512 — — 512
- — (1,588) (1,588)
1,442 — (2,647) (1,205)
199,355 72,309 13,293 284,957

5,451

7,842

13,293
160,944 72,309 9,008 242,261
— — 10,563 10,563
— — (2,382) (2,382)
— — (2,382) (2,382)
160,944 72,309 14,807 248,060

1,588

18,219

14,807



A& B K st Notes to the Accounts

—EERF=HA=+—H 31 March 2005
27. ﬁﬁ (&) 27. RESERVES (continued)
K e - Notes:
(i) FEAEZHBRARIZEEATESE  EEA (i) Statutory reserve of a subsidiary in Mainland China can be used to offset
BEARBERARIZER BREELEE future losses or increase in capital of the subsidiary.

BREMMBRBER -

(i) BEABRE—NN\—FQRE ' BARKRA (i) Under the Companies Act 1981 of Bermuda, contributed surplus is
DR T AR - D R BE R EIR B sk AR distributable to shareholders, subject to the condition that the Company
B SRAARBRT DR - ()D& T8 cannot declare or pay a dividend, or make a distribution out of contributed
MEEER M EEREEFEBRRAR surplus if (i) it is, or make after the payment be, unable to pay its liabilities
REETRARRKRODRE 2B - as they become due, or (i) the realisable value of its assets would thereby

be less than the aggregate of its liabilities and its issued share capital
and share premium account.

08, BABLTEBE 28. CONSOLIDATED CASH FLOW STATEMENT
(a) BRENRAECSEESEHS (a) Reconciliation of profit before taxation to net cash inflow
FAZEAGE from operating activities
—EFh —Z=ZTN
2005 2004
FET FE T
HK$°000 HK$’000
& B AT Operating profit 24,630 16,420
T — Adjustment for —
.84 Interest income (134) (318)
BEEENE Depreciation of fixed assets 13,782 13,564
HEBTEEE (W) B (Gain)/loss on disposal of fixed assets (50) 641
PR BH % AR B A Amortisation and impairment loss of goodwill 1,342 2,365
REIRTS 2 B e Provision for long service payments 519 —
L B B /B8 A A BB A1 Gain resulting from acquisition of
w2 Wi additional interests in a subsidiary - (1,023)
40,089 31,649
FEZEm Increase in inventories (39,938) (7,944)
JE Ui & 5 AR TE A N Increase in trade receivables (14,324) (16,476)
TEfT RS & H b LI Decrease in prepayments,

KIB 2R deposits and other receivables 1,310 4,152
FE 15 & ZE BRI 38 A0 Increase in trade payables 20,206 20,944
H ) FE 7 RIE R B 5 Decrease in accruals and

BRZRD other payables (2,740) (10,841)
KEZHESRNFE Net cash inflow from operations 4,603 21,484
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28. MEBERER »

(b) RBEZHZDN:

REA—H
BRI
KBRS HE
RHETER
BETRBAEE
MEBERL
XFBERL
BEfEZER
il
MBITER
BERHRIT
B
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Daiwa Associate Holdings Limited

68

31 March 2005

28. CONSOLIDATED CASH FLOW STATEMENT

(continued)
(b) Analysis of changes in financing :
BRAR R A 5 E MEMNEE
Share capital Finance lease RITER
and share premium obligations Bank borrowings
“8%5 _—ZTTNW Z22I _—FTTW C—B¥F _—ZTIQ
2005 2004 2005 2004 2005 2004
FET FET FET FET FET F#T
HK$°000 HK$'000 HK$°000 HK$'000 HK$’000 HK$'000
At 1 April 176,825 176,825 3,219 5,195 47,358 37,803
Issue of shares
for cash 48,282 - - - - -
Share issue costs (598) - - - - —
Issue of warrants 1,442 - - - - -
New finance leases - - 9,800 - - -
Payment of capital
element of finance
lease obligations - — (4,144) (1,976) - —
New bank borrowings - = - = 208,541 163,017
Repayment of
short-term
bank borrowings - - - — (193,023)  (153,462)
225,951 176,825 8,875 3,219 62,876 47,358
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—ETAF=A=+—H 31 March 2005
28. MEBERER ») 28. CONSOLIDATED CASH FLOW STATEMENT
(continued)
(c) Iz & Elite Century Holdings (c) Acquisition of Elite Century Holdings Limited (“Elite”):

Limited ([Elite]) :

R-ZZFEEWNFNLA=-_+THMHA ~&E On 24 September 2004, the Group acquired the entire interest
W HEElte s 23 m - WEEEFEF in Elite. Details of the net assets acquired are:
BT :
FER
HK$’000
WS B E - Net assets acquired:
EEE Fixed assets 1,919
EERIBEE Deferred tax assets 438
FE Inventories 16,635
FE W & 3 AR 1R Trade receivables 19,039
H b & YR IE Prepayments, deposits and other receivables 2,226
e RIR1THEH Cash and bank balances 10,156
FEfT & £ BRTB Trade payables (22,173)
FET B R R E A Accruals and
JE £ 518 other payables (5,917)
22,323
2 Goodwill 25,953
BERERKEER Purchase consideration and cost of acquisition 48,276
I HR Satisfied by:
e Cash 48,276
Uy B Elite 2 2P #E 25 Analysis of the net cash outflow
EEZHRSRSY in respect of the acquisition
FEOMN of the entire interest in Elite:
FE T
HK$’000
HeERE Cash consideration 48,276
B BAZIRTT Less: Cash and bank balances
EHRRRE acquired (10,156)
WEHBARESE Net cash outflow in respect of
ZBemLFE the purchase of subsidiaries 38,120
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28. REBRERER @) 28. CONSOLIDATED CASH FLOW STATEMENT
(continued)

(d) WELEEHERENMMEEZBA (d) Purchase of additional interest in a subsidiary:
R-_EENFLA=+—8H &5%E Prior to 381 July 2004, the Group had 70% interest in Daiwa
BEAMBBAERARES 2 +# Microtech Limited, which had a shareholders’ deficiency of
I MARREELA511,0007% 7T © [ approximately HK$511,000. On 31 July 2004, the Group
B - &£ B LA#200,000/% T A 2 % R purchased the remaining 30% interest in Daiwa Microtech Limited
BEZARBRTES Z = TH#Z - & from the minority shareholders at approximately HK$200,000.
SRENEDAREZ2ARKER 2 The whole amount of the purchase consideration was treated as
EEREEE  WARBEER - goodwill as the Group had taken up the entire shareholders’

deficiency of Daiwa Microtech Limited prior to the acquisition.

(e) ReRBELEHE: (e) Cash and cash equivalents:

BehReEHRERe NETE Cash and cash equivalents consisted of cash and bank balances.
20. ERAEAETRS 29. RELATED PARTIES TRANSACTION
—=Zh —Z=ZTN
2005 2004
FET FE T
HK$’000 HK$’000

e &AM Rental expense paid to 361 Alden Inc. 611 —

361 Alden Inc.H 215 B % & KRBk 22 £ 361 Alden Inc. is beneficially owned by Mr. Lau Tak Wan and Ms. Chan

AE=RFA ° Yuen Mei, Pinky, directors of the Company.

30. HAREE 30. CONTINGENT LIABILITIES

(@) R-_BEERAF=F=1+—H8 &~&£H
RBTHLEERRT —EEERM
BHAREE24,111,00008 T (ZEZ Y
F 124,111,000 7T) - AEEEEE
EHRHERTEA—RAEEBHFR
BEXERE-

(b) R-_ZEERF=ZA=_+—H ' ARQ7A
REFHBARZBITEERRERE
166,740,000 T (= & & [0 F :
118,940,000 L) - R RF =
A=+—8 XxEBEHAZRITE
B /A% %) /586,987,000 7T o (ZEZE
P04 ¢ 71,469,000 7T) °
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(a)

At 31 March 2005, the Group had contingent liabilities in respect
of guarantees issued by banks to the Group’s suppliers
amounting to HK$24,111,000 (2004: HK$24,111,000). The
Group’s management anticipate that no material liabilities will
arise from the above guarantees which have been arisen in the
ordinary course of business.

As at 31 March 2005, the Company has provided corporate
guarantees in respect of banking facilities of its subsidiaries
totalling of HK$166,740,000 (2004: HK$113,940,000). At 31
March 2005, the Group utilised banking facilities of
HK$86,987,000 (2004: HK$71,469,000).
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31.

32.

AF=FA=+—H

AIE
(a) & AREE

REBE THFIRE RARE

31 March 2005

31. COMMITMENTS

(a)

Capital commitments

The Group had the following capital commitments:

BRI ERIREER Contracted but not provided for

BEREEEE purchase of fixed assets

(b) EEHLQERE

REBHRIIMEZHAERETAIH

HZREHEEAELBEINOT

(c) IIMEHSNERE

ANEBITETHINERIE L - AE
CSEBREEZAE R-_ZTTRF
=A=1+—8 " MATEZIIEEH
ERBREET BZERAER - HA
187,442,000% - (Z T T ¥
39,000,000) °

IREES

AEEREER - ZZERAFLATHEHES

(b)

(c)

—ZETH — =2
2005 2004
FET THET
HK$°000 HK$'000
10,723 382

Operating lease commitments

The Group has operating lease commitment in respect of rented
office premises under non-cancellable operating lease
agreements. The total commitments are analysed as follows:

—ZETH — =2

2005 2004

FET FET

HK$’000 HK$’000

F—F Not later than one year 3,258 540
E_FEERFNRN Later than one year and not later than five years 3,629 195
6,887 735

Forward foreign currency contracts commitments

As at 31 March 2005, the Group had outstanding forward foreign
currency contracts to purchase US Dollars, Euro and Japanese
Yen. The aggregate amount of these contracts equals to
HK$137,442,000 (2004: HK$39,000,000) and these contracts
were entered into for hedge against future purchase commitments
by the Group.

32. APPROVAL OF ACCOUNTS

The accounts were approved by the Board of Directors on 14 July 2005.
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