LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS B} # 3k R KMf &%

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

IMPACT OF RECENTLY ISSUED HONG 1. FHEAZEBREREE
KONG FINANCIAL REPORTING AlNEeE

STANDARDS

The Hong Kong Institute of Certified Public Accountants
has issued a number of new and revised Hong Kong
Financial Reporting Standards (“HKFRSs”) and Hong
Kong Accounting Standards (“HKAS”), hereinafter
collectively referred to as the “new HKFRSs”, which
are generally effective for accounting periods beginning
on or after 1 January 2005.

The Group did not early adopt these new HKFRSs in
the financial statements for the period ended 30 June
2005. The Group is in the process of making an
assessment of the impact of these new HKFRSs and
has so far concluded that the adoption of the following
new HKFRSs would have the following effect:

HKFRS 3 “Business Combinations”, HKAS 36
“Impairment of Assets” and HKAS 38 “Intangible
Assets”

HKFRS 3 applies to accounting for business
combination for which the agreement date is on or
after 1 January 2005. The adoption of HKFRS 3, HKAS
36 and HKAS 38 will result in a change in the
accounting policy for goodwill and excess of the fair
values of the identifiable assets, liabilities and
contingent liabilities acquired over cost (“Negative
Goodwill”). The Group’s negative goodwill at 1 July
2005 with a carrying amount of HK$16,015,000 will be
derecognized, with corresponding adjustment to the
opening balance of the Group’s revenue reserve.

HKAS 38 requires the Group to reassess the useful
lives of its intangible assets in accordance with the
provisions of HKAS 38. No adjustment is expected from
this reassessment.

The Group will continue to assess the impact of the
other new HKFRSs.
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2.

PRINCIPAL ACCOUNTING POLICIES

(a)

(b)

Basis of preparation

These financial statements have been prepared
in accordance with accounting principles generally
accepted in Hong Kong and the Hong Kong
Companies Ordinance. The financial statements
also comply with the Statements of Standard
Accounting Practice issued by the Hong Kong
Institute of Certified Public Accountants and the
disclosure requirements of the rules governing the
listing of securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). They
have been prepared under the historical cost
convention modified by the revaluation of certain
properties and intangible assets.

On 3 December 2004, the Board of Directors of
the Company passed an ordinary resolution to
change the financial year end date of the
Company from 31 December to 30 June
commencing from the year 2004. The reason for
the change is to align the financial year end date
of the Company with that of its ultimate holding
company, Hong Leong Company (Malaysia)
Berhad (“HLCM”). As a result, the current
financial period covers the period from 1 January
2004 to 30 June 2005.

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its
subsidiaries for the period from 1 January 2004
to 30 June 2005. The results of subsidiaries
acquired or disposed of during the period are
dealt with in the consolidated income statement
from the effective dates of acquisition or to the
effective dates of disposal respectively. All
significant intra-group transactions and balances
have been eliminated on consolidation.
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2. PRINCIPAL ACCOUNTING POLICIES

(continued)

(c)

(d)

Revenue recognition

Revenue from sale of goods is recognized when
the significant risks and rewards of ownership of
goods have been transferred to the buyer.

Rental income from operating leases is
recognized on a straight-line basis over the terms
of the respective leases.

Interest income is accrued on a time proportion
basis.

Dividend income is recognized at the time when
the right to receive payment is established.

Income from management services, advertising
and promotion services are recognized at the
time when the services are provided.

Translation of foreign currencies

Foreign currency transactions during the period
are translated into Hong Kong dollars at the
exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in
foreign currencies are translated into Hong Kong
dollars at the market exchange rates ruling at the
balance sheet date. Differences on foreign currency
translation are dealt with in the income statement.

The consolidated financial statements are
prepared by using the net investment method
such that the balance sheets of the Company’s
foreign enterprises are translated into Hong Kong
dollars at market exchange rates ruling at the
balance sheet date while the income statements
are translated into Hong Kong dollars at average
rate for the period. Any exchange differences
arising on such translation are dealt with in the
exchange reserve.
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(e)

Segment reporting

A segment is a distinguishable component of the
Group that is engaged either in providing
products or services (business segment), or in
providing products or services within a particular
economic environment (geographical segment),
which is subject to risks and rewards that are
different from those of other segments.

In accordance with the Group’s internal
management reporting, the Group has
determined that business segments be presented
as the primary reporting format and geographical
as the secondary reporting format. Inter-segment
transfer pricing is based on cost plus an
appropriate margin.

Segment revenue, expenses, results, assets and
liabilities include items directly attributable to a
segment as well as those that can be allocated
on a reasonable basis to that segment. Segment
revenue, expenses, assets and liabilities are
determined before inter-segment balances and
inter-segment transactions are eliminated as part
of the consolidation.

Segment capital expenditure is the total cost
incurred during the period to acquire segment
assets (both tangible and intangible) that are
expected to be used for more than one period.

Unallocated items mainly comprise financial and
corporate assets, interest-bearing loans,
borrowings, corporate and financing expenses.
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

()

Fixed assets and depreciation

Fixed assets are stated at cost or valuation less
accumulated depreciation and impairment losses.
The cost of an asset comprises its purchase price
and any directly attributable costs of bringing
the asset to its present working condition and
location for its intended use. Expenditure incurred
after a fixed asset has been put into operation,
such as repairs and maintenance, is normally
charged to the income statement in the period
in which it is incurred. In situations where it can
be clearly demonstrated that the expenditure has
resulted in an increase in the future economic
benefits expected to be obtained from the use
of the fixed asset, the expenditure is capitalized
as an additional cost of the fixed asset.

No depreciation is provided in respect of land
held on freehold. Depreciation on other fixed
assets is calculated to write down their costs to
their estimated residual values on a straight-line
basis over their estimated useful lives at the
following annual rates:

5% or over the lease period
121%-33'5%

Leasehold land
Buildings and leasehold
improvements

Other fixed assets 5%-33"h%
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(9)

(h)

(i)

Assets acquired under finance leases

Where assets are acquired under finance leases,
the amounts representing the outright purchase
price of such assets are included in fixed assets
and the corresponding liabilities, net of finance
charges, are recorded as obligations under
finance leases. Depreciation is provided to write
down the cost of the assets on a straight-line
basis over their estimated useful lives as set out
in Note 2(f) above. Finance charges implicit in
the finance lease payments are charged to the
income statement over the periods of the finance
leases so as to produce an approximately
constant periodic rate of charge on the remaining
balances of the obligations for each accounting
period.

Operating leases

Assets held for operating leases are included in
fixed assets and depreciated over their estimated
useful lives as set out in Note 2(f) above. Rentals
receivable or payable under operating leases are
accounted for on a straight-line basis over the
periods of the respective leases.

Capitalization of borrowing costs

Borrowing costs incurred in financing the
purchase of leasehold land and construction of
manufacturing plant including the purchase of
related fixed assets prior to commercial
operations are capitalized and included in the
balance sheet as part of the cost of the fixed
assets concerned.

All other borrowing costs are charged to the
income statement in the period in which they
are incurred.
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2. PRINCIPAL ACCOUNTING POLICIES

(continued)

)

(k)

U

Trademarks

Trademarks are stated at cost or valuation less
accumulated amortization and impairment losses.
Amortization is calculated to write off the cost or
valuation of trademarks on a straight-line basis
over their estimated useful lives of 5 years.

Subsidiaries

A subsidiary is a company over which the
Company has control either directly or indirectly.
Control is the power to govern the financial and
operating policies of a company so as to obtain
benefits from its activities.

Investments in subsidiaries are stated in the
Company’s balance sheet at cost less any
identified impairment loss. Income from
subsidiaries is recognized in the Company’s
financial statements on the basis of dividends
declared by the subsidiaries.

Associates

An associate is one, not being a subsidiary or a
joint venture, in which the Group is in a position
to exercise significant influence, including
participation in financial and operating policy
decisions.

Interest in associates is stated in the Company’s
balance sheet at cost less any identified
impairment loss. Income from associates is
recognized in the Company’s financial statements
on the basis of dividends declared by the
associates.
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

)] Associates (continued)

Interest in associates is stated in the
consolidated balance sheet at the Group’s share
of the net assets under the equity method of
accounting, as reduced by any identified
impairment loss. The results of the associates
are included in the consolidated income
statement to the extent of post-acquisition results

attributable to the Group.

(m) Jointly controlled entity

A joint venture is a contractual arrangement
whereby the Group and other parties undertake
an economic activity which is subject to joint
control and over which none of the participating
parties has unilateral control. Joint venture
arrangements which involve the establishment
of a separate entity in which each venturer has
an interest are referred to as jointly controlled

entity.

The consolidated income statement includes the
Group’s share of the results of its jointly
controlled entity for the period. The consolidated
balance sheet includes the Group’s share of the
net assets of the jointly controlled entity, as

reduced by any identified impairment loss.
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2,

PRINCIPAL ACCOUNTING POLICIES

(continued)

(n)

(o)

Investment securities

Investment securities are stated at cost less any
identified impairment loss.

The carrying amounts of individual investments
are reviewed at each balance sheet date to
assess whether the fair values have declined
below the carrying amounts. When a decline
other than temporary has occurred, the carrying
amounts of such securities would be reduced to
the fair values. The amount of the reduction is
recognized as an expense in the income
statement.

Income from investment securities is recognized
to the extent of dividends received and
receivable.

Goodwill and negative goodwill

The Group recognizes goodwill as an asset which
is amortized on a straight-line basis over its
estimated useful life of 5 years. Negative goodwill
which relates to an expectation of future losses
and expenses that is identified in the plan of
acquisition and can be measured reliably, but
which has not yet been recognized, is recognized
in the income statement when the future losses
and expenses are recognized. Any remaining
negative goodwill, but not exceeding the fair
values of the non-monetary assets acquired, is
recognized in the income statement over the
weighted average useful lives of those non-
monetary assets that are depreciable or
amortizable. Negative goodwill in excess of the
fair values of the non-monetary assets acquired
is recognized immediately in the income
statement. On disposal of a subsidiary or an
associate, any attributable amount of purchased
goodwill not previously amortized in the income
statement is included in the calculation of the
profit and loss on disposal.
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(p)

Impairment of assets

Internal and external sources of information are
reviewed at each balance sheet date to identify
indications that the following assets may be
impaired:

If any such indication exists,

fixed assets;
investments in subsidiaries, associates
and jointly controlled entity;

goodwill; and
trademarks.

the asset’s

recoverable amount is estimated. An impairment
loss is recognized whenever the carrying amount
of an asset or its cash-generating unit exceeds
its recoverable amount.

(i)

Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its net selling price and value in
use. In assessing value in use, the
estimated future cash flows are discounted
to their present value using a pre-tax
discount rate that reflects current market
assessments of time value of money and
the risks specific to the asset. Where there
are assets that do not generate cash flows
largely independent of those from other
assets, recoverable amounts are
determined for the smallest group of
assets that generates cash inflows
independently (i.e. a cash-generating unit).
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(p)

(a)

Impairment of assets (continued)
(i) Reversals of impairment losses

In respect of assets other than goodwill,
an impairment loss is reversed if there has
been a change in the estimates used to
determine the recoverable amount.
Impairment loss in respect of goodwill is
reversed only if the loss was caused by a
specific external event of an exceptional
nature that is not expected to recur, and
the increase in recoverable amount relates
clearly to the reversal of the effect of that
specific event.

A reversal of impairment loss is limited to
the carrying amount of the asset that would
have been determined had no impairment
loss been recognized in prior years.
Reversals of impairment losses are
credited to the income statement in the
period in which the reversals are
recognized, except where the assets are
carried at revalued amounts, in which case
the reversal of impairment loss is treated
as a revaluation movement.

Inventories

Inventories are stated at the lower of cost and
net realizable value. Cost is determined on a
first-in, first-out basis and, in the case of work in
progress and finished goods, cost comprises
direct materials, direct labour and an attributable
proportion of production overheads. Net
realizable value represents the estimated selling
price less all further costs to completion and
direct selling costs.
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2. PRINCIPAL ACCOUNTING POLICIES

(continued)

(r)

(s)

Other investments

Other investments representing commercial papers
are stated at fair value at balance sheet date.

Employee benefits

(i)

Obligations for contributions to defined
contribution retirement plans, including
contributions payable under the Hong
Kong Mandatory Provident Fund Schemes
Ordinance and central pension plans
applicable to employees in the People’s
Republic of China, are recognized as an
expense in the income statement as
incurred.

The Group’s net obligations in respect of
defined benefit retirement plans are
calculated separately for each plan by
estimating the amount of future benefit that
employees have earned in return for their
services in the current and prior periods;
that benefit is discounted to determine the
present value, and the fair value of any
plan assets is deducted. The discount
rates are the interest rates at balance
sheet date of long term government bonds
that have maturity dates approximating the
terms of the Group’s obligations and
Central Trust of China where the pension
fund is deposited. The calculation is
performed by a qualified actuary using the
projected unit credit cost method. When
the benefits of a plan are improved, the
portion of the increased benefits relating
to past services by employees are
recognized as an expense in the income
statement on a straight-line basis over the
average period until the benefits become
vested. To the extent that the benefits vest
immediately, the expense is recognized
immediately in the income statement.
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(s)

Employee benefits (continued)

(iii)

In calculating the Group’s obligation in
respect of a plan, to the extent that any
cumulative unrecognized actuarial gain or
loss exceeds ten percent of the greater of
the present value of the defined benefit
obligation and the fair value of plan assets,
that portion is recognized in the income
statement over the expected average
remaining working lives of the employees
participating in the plan. Otherwise, the
actuarial gain or loss is not recognized.

Where the calculation of the Group’s net
obligation results in a negative amount,
the asset recognized is limited to the net
total of any unrecognized actuarial losses
and past service costs and the present
value of any future refunds from the plan
or reductions in future contributions to the
plan.

Obligation in respect of unclaimed annual
leave of employees is calculated based
on the estimated average number of days
of unclaimed annual leave, the average
amount of basic salary per employee and
the total number of employees as at 30
June 2005. When the unclaimed annual
leave is utilized, the obligation will be
released accordingly.

Employee entitlements to sick leave and
maternity leave are not recognized until
the time of leave.
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2. PRINCIPAL ACCOUNTING POLICIES

(continued)

(s)

(t)

Employee benefits (continued)

(iv)  When the Group grants employees options
to acquire shares of the Company, no
employee benefit cost or obligation is
recognized at the date of the grant. When
the options are exercised, equity is
increased by the amount of the proceeds
received.

(v)  Termination benefits are recognized when
and only when the Group demonstrably
commits itself to terminate employment or
to provide benefits as a result of voluntary
redundancy by having a detailed formal
plan which is without realistic probability
of withdrawal.

Provisions and contingent liabilities

Provisions are recognized for liabilities of
uncertain timing or amount when the Group has
a legal or constructive obligation arising as a
result of a past event, it is probable that an
outflow of economic benefits will be required to
settle the obligation and a reliable estimate can
be made. Where the time value of money is
material, provisions are stated at the present
value of the expenditures expected to settle the
obligation.

Where it is not probable that an outflow of
economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is
disclosed as a contingent liability, unless the
probability of outflow is remote. Possible
obligations, whose existence will only be
confirmed by the occurrence or non-occurrence
of one or more future events are also disclosed
as contingent liabilities unless the probability of
outflow is remote.
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(u)

Income tax

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

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

Deferred tax 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 taxable profit,
and is accounted for using the balance sheet
liability method. Deferred tax liabilities are
generally recognized for all taxable temporary
differences, and deferred tax assets are
recognized to the extent that it is probable that
taxable profits will be available against which
deductible temporary difference can be utilized.
Such assets and liabilities are not recognized if
the temporary difference arises from goodwill (or
negative goodwill) or from the initial recognition
(other than in a business combination) of other
assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting
profit.

Deferred tax liabilities are recognized for taxable
temporary differences arising on investments in
subsidiaries and associates, and interest in a
jointly controlled entity, except where the Group
is able to control the reversal of the temporary
difference and it is probable that the temporary
difference will not reverse in the foreseeable
future.
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2. PRINCIPAL ACCOUNTING POLICIES

(continued)

(u)

(v)

(w)

Income tax (continued)

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 taxable profits 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 realized. 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.

Forward foreign exchange contracts

Forward foreign exchange contracts represent
forward transactions undertaken by the Group in
the foreign exchange market. Such transactions
are for hedging purpose and are valued on an
equivalent basis to the assets, liabilities or net
positions which they are hedging. Net gains or
losses are recognized on such transactions in
respect of all open contracts existing at the
balance sheet date by translating the contract
amounts at the prices ruling at the balance sheet
date, and on all closed positions on the trade
date basis.

Related parties

Parties are considered to be related if one party
has the ability, directly or indirectly, to control
the other party or to exercise significant influence
over the other party in making financial and
operating decisions. Parties are also considered
to be related if they are subject to common
control or common significant influence.
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

2. PRINCIPAL ACCOUNTING POLICIES

(continued)
(x) Cash equivalents

Cash equivalents are short-term, highly liquid
investments that are readily convertible to known
amounts of cash and which are subject to an
insignificant risk of changes in value. Cash
equivalents include investments and advances
denominated in foreign currencies provided that
they fulfill the above criteria.

3. TURNOVER

The Company is an investment holding company and
the principal activities of the subsidiaries are set out
on pages 137 to 145.

Turnover represents the net invoiced value of goods
supplied to external customers as well as rental income
and dividend income earned. An analysis of the Group’s
turnover is set out below:

Sales of goods HE & m
Rental income el A
Dividend income BB U A

2. ETESFBE#E)

x) BREZEEY

ReFEMRAANEER
REBHBRRENEHRLS
EREHwEmMESEDEE
ggeRk HeFEDE
EREM A LA AN
BENKRE RBXFA -

3. EXEHX

AKABAE—BREZERAR £
BRAAMEZEKFINNFEIITER
F1455 o

LEERRETHIEPHNEMA
HRFE HEWAMBREWA -
AREBENEXBEATOT ¢

1.1.2004 1.1.2003
to £ to &
30.6.2005 31.12.2003
HK$’000 HK$’000
BET T BB F T
3,049,949 2,033,308
4,678 2,830

- 224
3,054,627 2,036,362
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

4. OTHER INCOME 4. HRKA
1.1.2004 1.1.2003
to to &
30.6.2005 31.12.2003
HK$’000 HK$’000
BT T BT T
Management fee income BEEBIA 5,936 2,600
Reversal of provision for B R% &R
technical service fee EHERE 1,086 -
Prizes and awards ®E 2,139 -
Sales of scrap i & BE R 921 1,118
Forfeited contributions of R TR IRET &
defined contribution B8 W R
retirement plans 1,745 -
Provision for doubtful debts RREFERER
written back 2,294 -
Compensation and despatch WEEERDERER
money received 2,619 -
Others Hity 6,285 673
23,025 4,391

84 ANNUAL REPORT 2005 | = 2T F &£ £ 3§



LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

5. NET INTEREST EXPENSES 5. BRNEXH
1.1.2004
to &
30.6.2005
HK$’000
BET T
Interest on bank loans, REFREIEE
overdrafts and other loans ZHRTER  BIR
wholly repayable within Hﬁﬁ“ XEF B
five years 10,976
Interest on finance leases BEAEMNHEZH 6
Total borrowing costs incurred BEREBEKAR 10,982
Less: Interest income B A ERA (2,170)
8,812

1.1.2003

to &
31.12.2003
HK$000
BB F T

12,566
11

12,577
(1,531)

11,046
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LAM SOON (HONG KONG) LIMITED B E (&%) AR 2 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

6. OPERATING PROFIT 6. RK&EEF
1.1.2004 1.1.2003
to £ to &
30.6.2005 31.12.2003
HK$°000 HK$°000
EBE T B F T
Operating profit is arrived at M E MR
after charging/(crediting): (Gt A) N3 &IE
Staff costs (excluding directors’ BIXA(TBRE
remuneration) EE )
- Wages and salaries -I1E&k%E® 248,495 190,796
— Pension costs —RERESKA
— Defined contribution — E B TR K
retirement plans ZTEl 13,016 9,544
- Defined benefit retirement — EERAMEKEE
plans (Note 30(b)(iii)) (i} .30(b) i) 3,545 2,022
265,056 202,362
Auditors’ remuneration ZEE B & 1,512 706
Depreciation wE
- owned assets -BEEE 98,096 65,091
— assets held under finance leases —UBEHERENEE - 36
— assets held for use under “-DHEXRENEE
operating leases - 256
98,096 65,383
Amortization of trademarks IR 11,044 7,364
Operating lease rental of properties ZXHENENHEEH 1,950 3,183
Net proceeds from disposal of & B E & E R
fixed assets FIEHIEFRE (3,857) (10,671)
Less: Carrying value of fixed assets J& : [EF & EKHEE 4,694 10,106
Loss/(gain) on disposal of & B E & E R
fixed assets BB/ (aF) 837 (565)
Provision for doubtful debts REREE - 6,336
Provision for obsolete inventories ~ F M7 &% # 3,970 3,866
Impairment loss on club debentures & Ff & % A B & 12 444 -
Rental income less outgoings e WA RAX (4,601) (2,746)
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &£ —FTZEHFNA=+HIE+/EA

7. DIRECTORS’ AND SENIOR
EXECUTIVES’ EMOLUMENTS

(a)

The directors’ emoluments of the Company and
its subsidiaries calculated in accordance with
Section 161 of the Hong Kong Companies
Ordinance are as follows:

Basic salary/

Director’s fees
¢/ Bonus
EEhe T4
HK$'000 HK$'000
BETT BETT
Executive directors YrES
TSAO Chen, James ERE(ER) 4,357 142
LEUNG Wai Fung g1 1 37 -
Non-executive directors ~ ¥HTE%
WHANG Tar Choung EN 25 .
WHANG Sun Tze BHE 150 -
KWEK Leng Hai 328 150 -
TAN Lim Heng R 150 -
James ENG, Jr. REE 150 -
TSANG Cho Tai RS 210 -
HO King Cheung g% 150 -
Alternate directors RTES
YONG Weng Chye ) - -
IKEDA Hiromi wEED - -
Independent non-executive BIFHTES
directors
NG Ping Kin, Peter pRE 240 -
LO Kwong Chi, Clement BEE 210 -
TAKAGI, Shigeyoshi BAKE 150 .
DING Wai Chuen TER 107 -
Eighteen months ended ~ —ZFEERA=THL
30 June 2005 TNEA 6,606 242
Twelve months ended ZEECETZA=T-BLE
31 December 2003 T-EA 5,539 384

7.

Allowances
and benefits
BERAE
HK$'000
BEFT

366

450

844

349

EERERITRAEMNE

(a) WEFEQFEIE—AN
T EMaEARAINES

1.1.2004
to ¥
30.6.2005
HK$'000
BEFT

6,876
492

225
150
150
150
150
210
150

450

240
210
150
107

9,710

e EELT

Retirement
schemes

contributions Housing

BHEA benefits

HHER EEEF

HK$'000 HK$'000

BT BT

32 1,584

2 80

354 1,664

346 1,466
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1.1.2003
to £
31.12.2003
HK$'000
BEFT

4,663
2,491

100
50
50
50
50
10
50

300

90
10
50

8,084
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LAM SOON (HONG KONG) LIMITED B E (&%) AR 2 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &£ —FTZEHFNA=+HIE+/EA

7. DIRECTORS’ AND SENIOR
EXECUTIVES’ EMOLUMENTS (continued)

(@)  (continued)

Notes:

0]

(if)

(iiif)

(iv)

V)

(vi)

(vii)

ANNUAL REPORT 2005

Basic salary/Director’s fee — The amounts paid to
non-executive and alternate directors are directors’
fees. Other amounts are basic salaries paid to
executive directors.

Bonuses paid in the period/year are based on the
previous year’s results.

The emoluments of executive directors represent
the amounts received in respect of services
rendered to the Company and its Hong Kong and
overseas subsidiaries.

The emoluments for Mr. Leung Wai Fung
represented the amount for his services as
executive director in respect of his services for
the period from 1 January to 16 March 2004.

The allowances of Mr. Yong Weng Chye represent
the amount received in respect of services
rendered to the Company and its Hong Kong and
overseas subsidiaries.

Apart from the directors’ fees, the independent
non-executive directors received no other
emoluments from the Company or any of its
subsidiary companies.

There was no arrangement under which a director
had waived or agreed to waive any emoluments.

| — =T nH4%R

(i)

(iii)

(iv)

(vi)

(vii)

Fo / BEHE FRTEFRR
TEEUNEZHAERTTAWE - 7T
EEUHEHAMR -

TEA T EFEEEREE -

E=ZNMEARFRBARRRRA
REAEFTEBNBINIERE -

RiEBsELEA-BEMF—AE=
A+AAHERTEE - DREBR
MERURG 2 EFWE -

B e 2R RERE AR A]
RARREBRBRBINTERT -

BRTEFRDI  BUIFNTESR
W58 A WA R B HARE Z M 8B
RAEAMEMHE -
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

7. DIRECTORS’ AND SENIOR 7. EERERITHRAEHE
EXECUTIVES’ EMOLUMENTS (continued) (%&)
(b) The five highest paid individuals (b) EEBEEWAWNEES
The five highest paid individuals included one hEZa B ANEERE—
director, details of whose remuneration are set HEF HewsFBedrn
out above. The remaining employees’ EX -BRTEENH 2B
emoluments are analysed as follows: wmr
1.1.2004 1.1.2003
to £ to &
30.6.2005 31.12.2003
HK$’000 HK$’000
BT T BB F T
Salaries, housing, other ¢ BE - Hf
allowances and benefits EERED
in kind M &= 9,342 4,648
Pension scheme RRE:TE
contributions R 131 98
9,473 4,746
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

7. DIRECTORS’ AND SENIOR
EXECUTIVES’ EMOLUMENTS (continued)

(b)

The five highest paid individuals (continued)

The number of employees whose remuneration
fell within the following bands was:

1,000,001-1,500,000
2,000,001-2,500,000
2,500,001-3,000,000

The remuneration of certain individuals
represents remuneration received in respect of
services rendered to the Company and its Hong
Kong and overseas subsidiaries.

8. TAXATION

(a)

Hong Kong profits tax has been provided for at
the rate of 17.5% (2003: 17.5%) on the
respective estimated assessable profits of the
companies operating in Hong Kong.
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

8. TAXATION (continued)

(b)  The income tax expense represents the sum of
the tax currently payable and deferred tax. The
taxation charge is made up as follows:

Current tax: RERIE
Hong Kong taxation EAHE
Under-provision in BEFEZ
respect of prior years TREE
Overseas taxation &N IR
Under-provision in BEFEZIRERE

respect of prior years

Deferred taxation (Note 9(a)): HEEF B (K1:F9(a)) :

Current year BEFEEHLE
Attributable to increase BRRE EAE
in tax rate FE

H R 2 I fE 58
BRRE

Jointly controlled entity:
Hong Kong taxation

8. ®IE (&)
(b)
HZAEKIT

1.1.2004

to &

30.6.2005

HK$’000

BEF T

14,292

26,245

40,537

12,031

102

12,133

(4,620)

(4,620)

979

49,029

Mt R E
Ko ST T TR R AR

HI JE 7 7 1R
B o MIEX

1.1.2003

to &
31.12.2003
HK$’000
B F T
2,614

139

2,753
9,480

880

10,360

6,885
(738)

6,147

408

19,668
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

8. TAXATION (continued)

(b)

(continued)

During the period, the Hong Kong Inland
Revenue Department (“IRD”) raised questions on
the deductibility of interest expenses claimed in
prior years by certain subsidiaries. Based on
professional advice from the Group’s tax
advisors, the Group had filed objections to the
IRD against the tax assessment issued to the
subsidiaries. After taking into account of
professional advice and the merit of the case,
the directors considered that adequate provision
had been made in the accounts in this regard.

Overseas taxation represents tax charge on the
estimated taxable profits of certain subsidiaries
operating in the Mainland China and Taiwan,
calculated at the rates prevailing in the respective
regions.

Certain subsidiaries operating in the Mainland
China are subject to income tax rate ranged from
15% to 27% (2003: 15% to 27%).

Subsidiaries operating in Taiwan are subject to
income tax at a maximum rate of 25% (2003:
25%).
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NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

For the eighteen months ended 30 June 2005 &£ —FTZEHFNA=+HIE+/EA

8. TAXATION (continued)

(d)

The charge for the period/year can be reconciled
to the profit before taxation per income statement

as follows:

Profit before taxation
Applicable tax rate (%)

Tax on profit before taxation,
calculated at the applicable
tax rate

Tax effect of non-deductible
expenses in determining
taxable profit

Tax effect of non-taxable
revenue in determining
taxable profit

Tax effect of current year’s
tax losses not recognized

Tax effect of prior year’s
unrecognized tax losses
utilized in the period/year

Tax effect of entitlement
to tax holiday by
overseas subsidiaries

Tax effect of realized
impairment loss on
investment in an overseas
subsidiary

Increase in net opening
deferred tax assets resulting
from an increase in
Hong Kong profits tax rate

10% surtax on unappropriated
earnings of overseas
subsidiaries

Effect of different tax rates of
subsidiaries and associates
operating in other jurisdictions

Under-provision in respect of
prior years

Others
Tax expense for the period/year

BR 5% A1 i 7
& R B
RERREGEZ

BR Tt AL a1 2 B 0B

BB LA HRNEE X Z

RETE

EBRVAORAZ
HBEE

AT AER 2 KREE B
BRZBRGEZE

FERARBEFETTUAER

REBRIBBTE

=2 = WNCTE R R h
ENCR AR

KA INITE D R A

MQEEZMW
/L:

HEBTEH B EE MM
EE BB RIE
BEFEZEM

BETEINMBARZ
RO BHINE
10%7 3%

FEEAM MG N E
ZTRABRERIRBEE
BEEFEZTRER

Hi
AEREFEREHX M

5\ 7

BIE (&)

(d) Wé%¢ﬁi 'ﬂ@é%
M/ FEzHE LA
™ -

1.1.2004 1.1.2003
to 2 to &
30.6.2005 31.12.2003
HK$°000 HK$°000
BT T BT
141,019 61,171
17.5 17.5
24,678 10,705
6,764 6,305
(5,208) (889)
6,840 9,097
(3,491) (800)
(1,733) (5,265)
(7,294) -
- (738)
2,757 371
(416) (99)
26,347 1,019
(215) (38)
49,029 19,668
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LAM SOON (HONG KONG) LIMITED B E (&%) AR 2 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &£ —FTZEHFNA=+HIE+/EA

9. DEFERRED TAXATION 9.

(a)

The Group

The components of deferred tax assets and
liabilities recognized in the consolidated balance
sheet and the movements thereon during the
current period and prior year:

i $IE B 15

(a) A£H

ERAEEBBRPHERDY
BELEHRBEEMAGBR

EHRAABEEBEEE 2 &

Accelerated
tax Impairment
depreciation  of fixed
MERE  assets
SHE EEWHE
HK$'000  HK$'000
E8FT  BETT
At 1 January 2003 Z2E-E-4-H 21729 (14,376)
Charged/(credited) to REHEATR/
income statement (BE) (481) 1,518
Exchange differences NEZE 252 (114)
Effect of change in tax rate hxgynye
- charged/(credited) to -RUEERRED/
income statement (&E) (161) -
At 31 December 2003 el S e 21,339 (12,972)
At 1 January 2004 “3TmE-F-H 21339 (12972)
Charged(credited) to REERAZER,/
income statement (Bm) (7,058) 2,759
Exchange differences MEZR 822 (272)
At 30 June 2005 “EERERAZTA 15,103 (10,485)

The following is the analysis of the deferred tax

balances for financial reporting purposes:

Deferred tax liabilities ELERIEAE
Deferred tax assets BT IR E E
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T

Future

benefit of

Tax expenses
Provisions Trademarks losses HRAK  Others Total
BE BE HEFR AEHXH Hth &it
HK$'000  HKS'000  HK$000  HK$'000  HK$000  HK$'000
BEFT  BEFTT  BETT  BETT  BETn  EETn
(2886) 4486 (11750)  (5212)  (724) (8,73
(06)  (1022) 6995 1250  (1,178) 6885
i, i, - (1) - 2
67) 420 (920) . 10 (738)
(3,159) 3,884 (5,675) (4,069) (1,912) (2,564)
(3,159) 3,884 (5,675) (4,069) (1,912) (2,564)
1238 (1.926) (3195 2072 1490  (4620)
(208) - - (346) 16 12
(2120) 1958 (8870)  (2343)  (40§)  (1,172)
VAT B IRRERR IR 45 82 0 4T 0 B B 7%

WESRMA -

30.6.2005 31.12.2003
HK$’000 HK$’000
BETT BT T
4,951 20,278
(12,123) (22,842)
(7,172) (2,564)



LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

9.

DEFERRED TAXATION (continued)

(a)

The Group (continued)

At the balance sheet date, the Group has unused
tax losses of HK$492,915,000 (31 December
2003: HK$478,455,000) available for offset
against future taxable profits. A deferred tax
asset has been recognized in respect of
HK$35,480,000 (31 December 2003:
HK$32,300,000) of such losses. No deferred tax
assets have been recognized in respect of the
remaining HK$457,435,000 (31 December 2003:
HK$446,155,000) due to the unpredictability of
future taxable profit streams. Included in
unrecognized tax losses are losses of
HK$14,544,000 (31 December 2003:
HK$43,156,000) that will expire within five years.
Other losses may be carried forward indefinitely.

At the balance sheet date, the Group has
temporary differences of HK$252,133,000 (31
December 2003: HK$291,850,000) arising from
impairment of certain fixed assets being provided
on 31 December 2001. A deferred tax asset has
been recognized in respect of HK$65,059,000
(31 December 2003: HK$77,126,000) of such
differences. No deferred tax assets have been
recognized in respect of the remaining
HK$187,074,000 (31 December 2003:
HK$214,724,000) due to the unpredictability of
future profit streams arising from such fixed
assets.

Temporary differences arising in connection with
interests in associates and jointly controlled
entities are insignificant.

9.

ELEHRIE (£)
(a) EEE (&)

HEEEREREER K&
E A 4 #492,915,0007T (= Z
T=F+=-_A=+—8 ' &
#478,455,0007T) H A A A K
IR 2R B AR B om A B R A%
B -BRRZ2EEERT S
135,480,000 (—ZEEZ =4
+ A=+ —H : B
32,300,0007T) HEEF B E
E o TR0 8 ¥ 457,435,000
T(CEE=F+_-_HA=+—
B @ 78%446,155,0007T) &9 7]
EINEE  BARKEMNEN
A fERME - FTAY A E
BRAELEMRBEBEE - 5
O RERHBEEE+RAE
B #14,544,000T (ZEE =
F+-_A=+—H : B
43,156,000 T) M EE BN R
FREH - HMEEAUE
PR HRth A5 514 B o

RZEE—FF+_A=+—
H A"EBAETEEEE
ERERE  ZSEERE
EABRLAERAEREL
7 #252,133,0007T (ZEZE =
F+-_A=+—8: &%
291,850,0007T ) H) & A 1 =
B -BEHAUZEERRTE
165,059,000 (—EZ =4
+ A=+ —H : B
77,126,0007T) R IE LT 1B &
E o 2R B HNBEK
187,074,000 (ZEZ=F+
— A=+ —H B
214,724,000 =R - A&
RIHEFEAATTER M - AT
WABRAERLEHBEE -

B 2 2 R0 3t R 122 1 AL g
Rl LLLE T S5
P
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

9. DEFERRED TAXATION (continued) 9. EEBIIE (&)
(b) The Company (b) AEAFH
The components of deferred tax liabilities FTEEBBERIPHERANEE
recognized in the balance sheet and the EEHBEBEREREZ /W
movements thereon during the current period and ™
prior year:
Accelerated tax
depreciation
MEFERBHE
HK$°000
BT T
At 1 January 2003 —EE=F—H—H 84
Credited to income AU 25 5% A1 #% B
statement (80)
Effect of change in tax rate fi R &8 a2
— charged to income — R E & A B
statement 7
At 31 December 2003 —EE=Ft-A=+—H 11
At 1 January 2004 —EFMF—-—H—H 11
Charged to income N e )
statement 59
At 30 June 2005 —ETRFRNA=TH 70
10. PROFIT ATTRIBUTABLE TO 10. RERELER
SHAREHOLDERS
Profit attributable to shareholders includes a profit of BRERELRANEBEFTERARQF
HK$4,300,000 (2003: Loss of HK$16,804,000) which B 1 ¥ 5% N 5 % 4,300,0007T #9 )i 7l
has been dealt with in the financial statements of the (ZZEZ=4F : F518/5%16,804,000
Company. JT) °
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

11.

12.

DIVIDEND 1. RE
1.1.2004 1.1.2003
to & to &
30.6.2005 31.12.2003
HK$’000 HK$’000
BT T BT T
Interim dividend of HK$0.06 per AEE/ FEDREZ
share paid during the period/year HHEIR BB AR B ¥ 0.06 T
(2003: Nil) (—ZEZ=%: &) 14,601 -
Final dividend proposed after the s El fé? & 2 R HA AR B
balance sheet date of HK$0.07 BE0.077T
per share (2003: ( gf F
HK$0.06 per share) FRAE%0.067T) 17,035 14,601
31,636 14,601
The final dividend proposed after the balance sheet HEERERK 2 RERKRE - WEE
+

date has not been recognized as liabilities at the
balance sheet date.

EARNINGS PER SHARE
(a) Basic

The calculation of basic earnings per share is
based on the profit attributable to shareholders
of HK$85,125,000 (31 December 2003:
HK$38,235,000) and the weighted average
number of 243,354,165 (31 December 2003:
243,354,165) ordinary shares in issue during the
period/year.

(b) Diluted

There is no diluted earnings per share as all
share options have lapsed as at 30 June 2005
(31 December 2003: No dilutive effect).

REEBIRABHEE -

12. ERER
(a) EX
BRERAFTIRIEREE

1% F| 7 % 85,125,0007T (—
T2E=ZF+-_A=+— Ei :
7 1 38,235,0007T) R AR
Eé$ﬂﬂﬁaﬁ/¢§ﬁqa§§ﬁ%
BK oz M EF B
243,354,165 (—TZE=F1+
—HA=+—H : 243,354,165
B EE

(b) #ER

HRARITEZBRER _F
TRFESNA=THBAXK
HERYBEHERN (—FT
_$+_HE+—E:ﬁ%
+“’ E/@)
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &£ —FTZEHFNA=+HIE+/EA

13. FIXED ASSETS

(@) The Group

Cost or valuation:
At 1 January 2004
Exchange adjustments
Additions
Disposals

At 30 June 2005

Representing:
Cost
Valuation - 1994
- 2000

At 30 June 2005

Accumulated depreciation:
At 1 January 2004
Exchange adjustments
Charge for the period
Written back on disposals

At 30 June 2005

Impairment:
At 1 January 2004
Exchange adjustments

At 30 June 2005

Net book value:
At 30 June 2005

At 31 December 2003
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RAEEE
“2TNE-A-H
MEFE
P
e

“EERERAZTA

k%
Bt
L

--3T%E

SEEREARZTA
2RAE:
“TEIME-F-B
HESE
AHEFE
HEHED
Z$EEEAAZTE
BE:
“2IRE-F-B
HESE
ZSTREARZTA

REFE:
ZERRERACTR

P =

Medium term
leasehold
properties

in Hong Kong
and leasehold
improvements
ERHER
NEREE
HK$000
EETF

28,639

160

28,799

439

28,360

28,799

2,786

1,420

4,206

24,593

25,853

13. BIEEE
(a) A£H

Long term  Medium term

Freehold leasehold leasehold Plant,
properties properties properties  equipment,
outside outside outside furniture and
Hong Kong  Hong Kong  Hong Kong motor vehicles
BHKA BMRH BME BE - RfH-
2ENE BRnE BANE  BARAE
HK$°000 HK$'000 HK$'000 HK$'000
EEF EEF EETr EE T
244,684 3,557 803,306 992,908
20,857 - 274 27,400
723 - 583 25,908
(28) - (7,931) (11,076)
266,236 3,557 796,232 1,035,140
70,492 3,557 796,232 1,035,140
195,744 - - -
266,236 3,557 796,232 1,035,140
78,243 1,490 212,068 548,379
6,884 - (64) 20,885
7,914 265 27,989 60,508
(28) - (3,706) (10,607)
93,013 1,755 236,287 619,165
5,949 - 256,649 95,837
506 - 51 4,721
6,455 - 256,700 100,564
166,768 1,802 303,245 315,411
160,492 2,067 334,589 348,692

Total
At
HK$'000
BEFT

2,073,004
48531
27,374
(19,035)

2,129,964

1,905,860
195,744
28,360

2,129,964

842,966
27,705
98,096

(14,341)

954,426

358,435
5,284

363,719

811,819

871,693



LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &£ —FTZEHFNA=+HIE+/EA

13. FIXED ASSETS (continued)

(a)

The Group (continued)

Notes:

(1

(2)

(3)

(4)

Certain freehold properties outside Hong Kong
were revalued, on an open market value basis,
by C. Y. Leung & Company Limited in June 1994.
In preparing these financial statements, the Group
has availed itself of the transitional provision set
out in paragraph 80 of the SSAP 17 (revised)
“Property, plant and equipment” with the effect
that such properties’ pre-30 September 1995
professional valuation is retained.

The net book value of freehold properties outside
Hong Kong which have been stated in the balance
sheet at valuation would have been
HK$59,787,000 (31 December 2003:
HK$59,874,000) had they been carried at cost
less accumulated depreciation and impairment

loss.

Fixed assets with a net book value of
HK$70,969,000 (31 December 2003:
HK$63,714,000) are pledged to banks to secure
general banking facilities granted to the Group.

As at 30 June 2005, the net book value of fixed
assets held under finance leases amounted to
HK$492,000 (31 December 2003: HK$12,250).

13. EEEE #®)
(@) FTKE (&)
Biat -

(1)  ETEIKAERENEAR
IREOHEENITR — N F
NARRRATERNE - EF
HIE KR - AEBCR
BEBEHEAFI17H (&
FIR) ['M%E - BB K&
M 55 80ER WY 3B R 1 G K -
REBINKAMEE— NN
EFNAA=THANERML
=

(2) REBEIEREEGEBERZ
TN K A R FE A LARK 2R
WEETE RREBET
o HEEmFEABE
59,787,000 (=TT =4
+=ZA=Z+—8: B
59,874,0007T) °

(3) rEBHEETEEREF
& # 7 ¥ 70,969,0007T
(ZEE=ZF+-_A=+—
H : 5%63,714,0007T0) %
FIRITURMBRITEESE -

(4) RZZEZRFNA=1H -
NREHERENEERRA
EE BB 492,0007T
(ZEE=F+=-_A=+—
H : #%12,2507T) °
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

13. FIXED ASSETS (continued)

(b) The Company

Cost:
At 1 January 2004
Additions

At 30 June 2005

Accumulated depreciation:

At 1 January 2004
Charge for the period

At 30 June 2005

Net book value:

At 30 June 2005

At 31 December 2003

Note: As at 30 June 2005, the net book value of fixed
assets held under finance leases amounted to
HK$273,000 (31 December 2003: HK$12,250).
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13. EEEE #®)

(b) AT
Office equipment,
furniture and
motor vehicles
WAERE
RKRMRAE
HK$’000
BT T
HAE :
—EENF—H—H 10,383
HA 1,396
—ZEZHRFEARA=1H 11,779
EE/FE .
—ETmME—F A 9731
KEAEITE 698
—ZEZERFARA=1H 10,429
BREEE
—EEREARA=ZTH 1,350
—EE=-F+-_HA=+—H 652

M  R-—ZEERAFAA=Z+H  U@E
HEBENEERAFEARBKE
273,000 (ZEE=F+=-A=+
— 0 : #B%12,2507T) °



LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

14. INTANGIBLE ASSETS 14, BREE
Group
r&EH
Negative
goodwill Goodwill Trademarks Total
EHE BE Gk &t

HK$000  HK$000  HK$000  HK$000
BETT  BETT  BETT  BETIT

Cost or valuation: BAESGE :
At 1 January 2004 and —EEONEF
at 30 June 2005 —A—-BK
“EEEF
AHB=t+H (50,084) 12,539 38,809 1,264
Representing: R&:
Cost A E (50,084) 12,539 36,809 (736)
At directors’ valuation in 1972 EER—NtEZF
EL B E - - 2,000 2,000
At 30 June 2005 ZZZHRFEAA=1TH (50,084) 12,539 38,809 1,264
Accumulated amortization: REHE
At 1 January 2004 “TTEE—-F—H  (19,105) - 16,731 (2,374)
Charge/(release) for the period ~ ZAHAR#GH /(23H)  (14,964) - 11,044 (3,920)
At 30 June 2005 “EBEEAASTH (34,069) - 27,775 (6,294)
Impairment: HE
At 1 January 2004 and —EEONEF
at 30 June 2005 —A—-BK
“ETEF
~NA=1H - 12,539 - 12,539
Net book value: BREFE :
At 30 June 2005 —EEHEEAA=THE (16,015) - 11,034 (4,981)
At 31 December 2003 —ET=F
+=A=+—-A8 (30,979) - 22,078 (8,901)
The amortization charge for trademarks for the period AERHEREzHEET HEBREER
is included in “other operating expenses” in the AERPEMEEBR A -

consolidated income statement.
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

15. INTEREST IN SUBSIDIARIES 15. B AT

Unlisted shares, at cost JE MR AE
Impairment loss HEEE

Amounts due from subsidiaries JE WSt B |8 2~ B SRR
Amounts due to subsidiaries JE < Bt /B8 A B B

The amounts due from and to subsidiaries are interest-
free, unsecured and have no fixed terms of repayment.

Details of the subsidiaries are listed on pages 137 to
145.

During the year ended 31 December 2001, Camintonn
Corporation, which had previously been consolidated,
was subject to bankruptcy proceedings under the
jurisdiction of its country of incorporation. The principal
activity of its holding company, Lam Soon America Inc.,
is its investment in Camintonn Corporation.
Consequently, the two subsidiaries operate under
severe long-term restrictions which significantly impair
their ability to transfer funds back to the parent
company. Accordingly, the financial statements of these
subsidiaries are not consolidated in the Group’s
financial statements and no further accrual has been
made for the subsidiaries’ losses after the
commencement of bankruptcy proceedings (the
“Effective Date”).
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Company
AT

30.6.2005 31.12.2003
HK$’000 HK$°000
BEFT BT T
1,470,329 1,470,329
(215,532) (215,532)
1,254,797 1,254,797
238,309 206,007
1,493,106 1,460,804
(5,984) (66,520)
1,487,122 1,394,284

FE U K FEASH P BB~ Bl RIAS R %
B EEW LA B E BEKK -

BB RRINERFIINE137TES
%1458 -

R-ZEE-—F+-_A=+—H"
Camintonn Corporation -+ [t [ B 2~
AIBET AGEMBmE  RE XA
A ETRFREMNIZF o BT
f% 72 &) © Lam Soon America Inc./Y
FEXBRERENEZERKE -
gt BB A E IR EE R EREM
REVHREIER TEE - KRR
ZHEHES THRAIMNEN A
BRl - ZEMBRRNMBHRE
WA ARNEENEGE M FHE
MBWPEIRZENBRRINEBE
WEB([EXBE]) B2 BBEIER
1o



LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

15.

INTEREST IN SUBSIDIARIES (continued)

However, a full provision amounting to HK$25,951,000
had been made against the carrying value of the
subsidiaries and disclosed in the 1999 income
statement. As a result, the net asset value of the
unconsolidated subsidiaries attributable to the Group
was nil at the Effective Date. No financial information
in respect of the results and net assets of the respective
subsidiaries is available subsequent to the Effective
Date.

Details of the unconsolidated subsidiaries are set out
below:

Issued and fully Place of

paid up capital incorporation/
BETR operation
BRZRXK S

Name of company

DAL

US$1,700,000
1,700,000% T

Lam Soon America Inc.
X6
Camintonn Corporation  Ordinary
US$500,000
TR
500,000 7T
Preferred
US$1,200,000
& 5% R
1,200,000% T

*H

Goodwill and negative goodwill arising from acquisition
of these subsidiaries, to the extent not taken to the
income statement, amounted to HK$948,000 and
HK$1,581,000 respectively. However, the goodwill was
eliminated against a special reserve created out of the
share premium account after obtaining sanction from
the Supreme Court in 1992.

15.

United States of America

United States of America

Group
r&HE

M B A B R (&)

BHRZEHBARZEMEED
R 22 RBEEHEESEK
25,951,0007T * WHFTZER — LI
FRWzER - At - ZERFTAL
AEMBRERRAZHBRARTREKAE
CEEFEAT MR AKHEER
BEDREZENBRAAINEENFE
EZHMBER -

ZERGFAGEMBERRA ZH B
RAZFHBOT -

Percentage of
equity holding

RERSE Principal activities
BOX TEXH
Company
NN
100 100 In liquidation
R4
60 - Liquidated
Bk

AWEZSEHBARMEANEE
RamZE HIURFARZEKNS
%89 B A& 7B ¥ 948,000 N B
1,581,0007T ° AT+ R— L NILZF
Esm iR RO ERERS
TEE—FHEE  UBzmER
ZEERI R o
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

15. INTEREST IN SUBSIDIARIES (continued) 15. B A GIER (&)
No dividend has ever been declared by the subsidiaries ZEMBRAIARAMIKRERE °
and the aggregate amount of the losses attributable to BEEBEMA  AEBELENREREE
the Group up to the Effective Date, all of which have BER2HE AGEB®RERN - I
been dealt with in the consolidated financial statements, EX 1 (N
is as follows:
Current period Prior years Total
rEE LEEE M
HK$’000 HK$°000 HK$°000
EBEFIT BETFIT EBEFIT
- 30,125 30,125
16. INTEREST IN ASSOCIATES 16. & A RfER
Group
N L]
30.6.2005 31.12.2003
HK$’000 HK$’000
BT T BB FT
Share of net assets B FEE 24,581 24,581
Details of the associates are as follows: BERNRIMBEREFIET
Place of
incorporation and Percentage of
Name of company operation equity holding Principal activities
ARER AR i B REZEEES =X FEEK

Group Company
A%E  A0H

Omeron Profits Limited* British Virgin Islands 50 - Dormant
RBEBRES BmEK
Tepac Profits Limited* British Virgin Islands 50 - Dormant
RBEBRES RS

I REB R E TN EL T E R

ig;:
I
5
|

* Companies not audited by PKF
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For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

17.

INTEREST IN A JOINTLY CONTROLLED 17.
ENTITY

[ 42 I {8 R8 7 ==

Group
r&H
30.6.2005 31.12.2003
HK$°000 HK$°000
BEFT BT T
Share of net assets BEFEE 57,389 55,576
Details of the jointly controlled entity are as follows: HEZESIEEHERFIWOT -
Percentage of
Place of equity holding
incorporation/ indirectly Principal
Name of company operation o R A activities
NCEE: Al i B EREAOXR FEXK
Evergreen Oils & Fats Cayman lIslands/ 50 Blending and distribution of
Limited* Hong Kong edible oils, vegetable fats,
Fers &5 and shortenings

*

Company not audited by PKF

RERDHERM - EY
CEDDS A=W

RARNAFERE RSN EHEE
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For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

18. INVESTMENT SECURITIES

Listed securities, at cost
- in Hong Kong
- outside Hong Kong

Unlisted investments
Unlisted securities, at cost
Impairment loss

Market value of listed securities
at period/year end
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SETTE
-5%
g9

FLmRE
FEMEFMA
REFR

rRESRE/FR
MM

18. BHERE

Group
ARHE

30.6.2005
HK$'000
BETR

50

67

43,341
(43,341)

67

105

31.12.2003
HK$'000
BT

50

67

43,341
(43,341)

67

92

Company
N
30.6.2005 31.12.2003
HK$’000 HK$°000
BETFT BETFT
50 50
17 17
67 67
34,829 34,829
(34,829) (34,829)
67 67
105 92
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NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

19. LOAN RECEIVABLE 19. EWRER

R ERREEBZRNHERBH
Rer RO T

An analysis of the maturity profile of loan receivable,
at the balance sheet date by remaining periods to their
contractual maturity date is as follows:

Group
rEE
30.6.2005 31.12.2003
HK$°000 HK$’000
BT T BB F T
Receivable:
More than three months but R=BEABRE—FA
not exceeding one year =45 2,752 -
More than one year but not R—FREDFA
exceeding five years BE 9,638 -
12,390 -
Analyzed as: DWW -
Non-current loan receivable ERBERER 9,638 -
Current loan receivable MEE W E 2,752 -
12,390 -

B M B 3R 4 B R 3. 2% B
HEF S -

The loan receivable is secured and interest bearing
at 3.2% per annum.
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20. INVENTORIES 20. #&
Group
rEE
30.6.2005 31.12.2003
HK$’000 HK$’000
BT T BT T
Raw materials JRE 128,561 132,170
Work in progress @ 16,077 11,457
Finished goods K m 84,525 80,078
Inventories in transit FREm 29,257 12,503
Packing materials BER 7,792 7,674
Spare parts B 13,154 15,095
279,366 258,977
21. DEBTORS, DEPOSITS AND 21. BWERR - B REMARK
PREPAYMENTS
The ageing analysis of trade debtors (net of provisions fuﬁlﬁﬁ (BB RERER) KRR
for bad and doubtful debts) is as follows: oW -
Group
rEE
30.6.2005 31.12.2003
HK$°000 HK$’000
BT T BB TF T
0-3 months ZE =8 A 165,227 173,369
4-6 months N E 7S E A 2,336 3,901
Total trade debtors FE W BR TR 4R AR 167,563 177,270
Deposits and prepayments e &f@:ﬁ E 151,512 142,894
319,075 320,164
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NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

21.

22.

23.

DEBTORS, DEPOSITS AND
PREPAYMENTS (continued)

The credit terms given to the customers vary and are
generally based on the financial strengths of individual
customers. In order to effectively manage the credit
risks associated with trade debtors, credit evaluations
of customers are performed periodically.

AMOUNT DUE FROM A JOINTLY
CONTROLLED ENTITY

The amount is interest-free, unsecured and repayable
on demand.

BANK LOANS, OVERDRAFTS AND
OTHER BORROWINGS

Bank loans and overdrafts ROERRER
- Secured -BHA
- Unsecured i
Other unsecured loans EEHRER

21. @LBI,\ MRER
AR @)
RTEEZEERRSR  —&KR
1I)E'J|JE§?§ZE7TE51H7(/RM§ REB
?ﬁiﬁ%f@iﬁi},@%ﬂﬁmﬁ (2 fo
B AEEHTEHETERER
o
22. FE 3 [E) 42 &l B B8 R
IHRBERRE  BEAERFREXK
BIREFEAE o
23. IRITEN - BEXRHMER
Group Company
rEE N
30.6.2005 31.12.2003 30.6.2005 31.12.2003
HK$°000 HK$000 HK$°000 HK$’000
BT BETT BETT BETT
- 17,937 - 12,000
225,486 220,043 145,226 12
225,486 237,980 145,226 12,012
- 4,568 - -
225,486 242 548 145,226 12,012
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For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

24. CREDITORS, DEPOSITS RECEIVED AND 24. FENER - cWREREH
ACCRUALS EH
The ageing analysis of trade creditors is as follows: JERBRFKERR DML T ¢
Group
rEE
30.6.2005 31.12.2003
BET T BEFT
0-3 months E2E=EA 214,001 172,147
4-6 months N E S {E A 19,800 24,016
Over 6 months NE A E 665 7,245
Total trade creditors FERTBR 4B 58 234,466 203,408
Deposits received and accruals Bz REMNER 104,200 143,234
338,666 346,642
25. OTHER CURRENT LIABILITIES HiREBaE
Group Company
big- | b N

30.6.2005 31.12.2003 30.6.2005 31.12.2003
HK$°000 HK$000 HK$°000 HK$000
BETTT BETT BT BETT
Amounts due to associates JEREBEDNT 23,952 24,018 853 891
Employee benefit obligations (Note 30(a)) Eé\mwﬁ (ﬂﬁuf30(a)) 4,291 4,450 - -
Obligations under finance leases HEREMERE 98 10 54 10
Other payable H o fE T 5008 - 9,424 - -
28,341 37,902 907 901
The amounts due to associates are interest-free, FEABENTIRIBE AR B « EIKF

unsecured and repayable on demand.
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NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

26.

SHARE CAPITAL 26. B
Number of shares Nominal value
ROEE B 12 E B
HK$’000
BB F T
Authorized: EE R
At 1 January 2004 and RZZEZEMF-A—-HK
at 30 June 2005 —EERFAA=TH
Shares of HK$1 each FRAEEAT 300,000,000 300,000
Issued and fully paid: ERTREHBRKRA :
At 1 January 2004 and R-ZEZENF-A-HK
at 30 June 2005 —EEREARNA=1+H 243,354,165 243,354
Share options R

Details of the Old Share Option Scheme and New Share
Option Scheme of the Company are as follows:

Old Share Option Scheme

Pursuant to the share option scheme approved by the
shareholders on 26 May 2000 (the “Old Share Option
Scheme”), the directors of the Company may invite
employees and directors (other than non-executive
directors) of the Company or any of its subsidiaries
from time to time to take up options to subscribe for
shares of HK$1 each in the capital of the Company.
Under the Old Share Option Scheme, 3,950,000 share
options were granted. On 23 May 2003, the Old Share
Option Scheme was cancelled and terminated, but
without prejudice to any share options previously
granted prior to such termination.

EERETEI R ERET S ZF
B

ERERE

BERER-_ZEEZEFAA -+
HmBmmERETS ([ZEBRE
&) ARRMESZEATEBAR
ASEEANBARNEERES
GERITESKRIN ZERMERE - R
BARRIRATEREESE1TT,
Bt - ZEBREFEERE D
3,950,0000% FE iz 1 - % EME AR 1 5T
M —EE=FRA -+ =HEUH
ReglE - B @RI AEAE
BEERZEREZAL -
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26.

SHARE CAPITAL (continued)
Share options (continued)
Old Share Option Scheme (continued)

As at 1 January 2004, there was a total of 3,950,000
outstanding share options granted pursuant to the Old
Share Option Scheme. During the Period all the
aforesaid share options lapsed. It included 1,250,000
share options granted to an executive director of the
Company, Mr. LEUNG Wai Fung, 2,000,000 share
options granted to an executive director of the
Company, Mr. TSAO Chen, James and 700,000 share
options granted to employees. As at 30 June 2005,
there were no share options outstanding.

The purpose of the Old Share Option Scheme is to
provide better incentives to employees to participate
in the growth of the Group.

The maximum entitlement of each participant under
the Old Share Option Scheme would not exceed 25%
of the aggregate number of shares for the time being
issued and issuable under the Old Share Option
Scheme.

Upon acceptance of the option, the grantees shall
inform the Company together with a remittance in favour
of the Company of HK$1 by way of consideration for
the grant within 21 days from the date of making offer
of option.

Options granted are exercisable 2 years following
notification of entitlement to confirm quantum of options
exercisable but in any event not later than 10 years
from the date of grant.

There is no minimum period for which an option must
be held before it can be exercised.
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R (&)
R ()
ERERE(E)

R—ZZEZEWMF—A—H - #£5F
3,950,000/% I E FE AR #E =1 81 5% 1 M
RITHE2ERE R AEEAME
FERECERE  BEREERT
KRR TESREREEZ
1,250,000/ & A # K 35 F AR A &) #
TESERM %A 22,000,0000% 8
IR T8 8 2700,000% #8 i%
Eo-R-_ETRFAAZ=ZTHLE
RITE 2 AR -

ZEBREFEZENZRHTERE
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BrERE -
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NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

26.

SHARE CAPITAL (continued)
Share options (continued)
Old Share Option Scheme (continued)

The price per share payable on the exercise of an
option is determined by the directors and being not
less than 80% of the average closing price of a share
on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) for the five business days
immediately preceding the date of offer of such option,
or the nominal value of one share, whichever is greater.

New Share Option Scheme

Pursuant to the new share option scheme approved by
the shareholders on 23 May 2003 (the “New Share
Option Scheme”), the directors of the Company may
invite any director (including non-executive director and
independent non-executive director) or employee of the
Company or any of its subsidiaries or any employee of
any of its associated companies (the “Eligible
Employee”) to take up options to subscribe for shares
of HK$1 each in the capital of the Company.

The purpose of the New Share Option Scheme is to
motivate the Eligible Employee and to allow them to
participate in the growth of the Company.

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

26.

R (&)
R ()
ERERE(E)

BEEhzRABESHESTSE
Al BRETONREZBRER LY
ZARAEEXEABRNETEHBAE
RZMAERAR ([BRF]) 2¥FH
W E280%%F— ik 2 HIE
(AB=HERE) -

BT E

BRERRR _FET=FRAA_-1+=
B8 e B R AT 81 (a2 3T 8 Mg

HElD  ARBRMESAEBAR
A EEAMNBARNEBERES

(BREFATEZTRBIIFNGTE
F)HEBEAFNEES ([RERIE
B EmBEE RBARX TH&K
hEREESE 1T 2D

EZ%ﬁﬁﬁﬂxT»ﬁé AEIEERB S ERE
CERFA2EARNQAZER -

BRENMABEHESTSER - &
BRI (AREER/E) (a)BHE
RH%BREZ B AR (S % B
Rz BEBRERATZEREKND

$iﬂuﬁﬁ{f P (bR ZBRER H
(KWEBAEER BTz HRE

FRIRZGRER D KTE R (C)ER
H1E °
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26.

SHARE CAPITAL (continued)
Share options (continued)
New Share Option Scheme (continued)

The total number of shares available for issue under
the New Share Option Scheme is 24,335,416 which
represents 10% of the issued share capital of the
Company at the date of this report. The maximum
entitlement for any Eligible Employee is that the total
number of shares issued and to be issued upon
exercise of options granted and to be granted in any
12 months period does not exceed one per cent of the
relevant class of shares in issue.

Upon acceptance of the option, the grantees shall
inform the Company together with a remittance in favour
of the Company of HK$1 by way of consideration for
the grant within 21 days from the date of making offer
of option.

There is no minimum period for which an option must
be held before it can be exercised.

No option was granted to any Eligible Employee
pursuant to the New Share Option Scheme for the
eighteen months ended 30 June 2005.

The New Share Option Scheme will remain in force for
a period of 10 years commencing on 23 May 2003 to
22 May 2013.
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NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4
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27. RESERVES 27. f#fE
(a) The Group (a) AXEHE
Property
revaluation
Share Capital reserve Exchange General Revenue
premium reserve NEER reserve reserve reserve Total
KB EE Exfif 1] HERE & 631 fit

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
EBTT BETT BETT EBTT EETT EETT EBTT

At 1 January 2003 25 -f-H 429,423 41,363 34,401 (45,085) 50,000 70,507 580,609
Realization of property HENE

revaluation reserve on mERNNE

disposal of properties EffGR - - (4,799) - - 4799 -
Net transfer from capital MELRMER

reserve 1o revenue reserve FERE s

by subsidiaries REFE - (356) - - - 356 -
Exchange differences NERNHELR

arising on translation ik NG S

of financial statements of REMELM

overseas subsidiaries and MEES

associates - - - 4,318 - - 4,318
Profit for the year REEEMN - - - - - 38,235 38,235
At 31 December 2003 ZER-%

+ZA=1t-8 429,423 41,007 29,602 (40,767) 50,000 113,897 623,162

Attributable to: RER :

Company and subsidiaries KRR REMBLG 429423 40,749 29,602 (39,795) 50,000 73,936 583,915

Associates BEANT - 258 - (972) - 34,249 33,535

Jointly controlled entity HEEIEE - - - - - 5,712 5,712
At 31 December 2003 ZER-E

+-A=+-H 429,423 41,007 29,602 (40,767) 50,000 113,897 623,162

At 1 January 2004 “TEMNE-R—B 429423 41,007 29,602 (40,767) 50,000 113,897 623,162
Net transfer from revenue EPG T

reserve to capital reserve HERAER

by subsidiaries s - 2,182 - - - (2,182) -
Exchange differences REEIHELRAN

arising on translation BELANBERRR

of financial statements of EERNEEE

overseas subsidiaries and

associates - - - 17,632 - - 17,632
Offset accumulated deficit with HELARMEAREER

capital and property revaluation 1% & ff f f # $ I

reserves by a subsidiary BRcBE - (1,967) (242) - - 2,209 -
Profit for the period BT - - - - - 85,125 85,125
2003 final dividend paid H-BE=£X8RE - - - - . (14601)  (14,601)
Current period interim HABETHRS

dividend paid . . . . . (14601)  (14,601)
At 30 June 2005 “EERERB=TH 429423 41,222 29,360 (23,135) 50,000 169,847 696,717
Attributable to: RER

Company and subsidiaries ARARENBRE 429423 40,964 29,360 (22,163) 50,000 128,073 655,657

Associates NG - 258 - (972) - 34,249 33,535

Jointly controlled entity ERZHES - - - - - 7,525 7,525
At 30 June 2005 CESREREZTH 429423 41,222 29,360 (23,135) 50,000 169,847 696,717
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27. RESERVES (continued) 27. & ®)
(b) The Company (b) AEAFH
Share General Revenue
premium reserve reserve Total
R4 E —-Ri#RE W & Rt

HK$°000 HK$°000 HK$'000 HK$'000
EETT EETT EETT EETT

At 1 January 2003 —“E%2=-F—-H—H 429,423 50,000 642,915 1,122,338
Loss for the year =FEEBAE - - (16,804) (16,804)
At 31 December 2003 —EZ=-#+-fA=+—H 429,423 50,000 626,111 1,105,534
At 1 January 2004 —EEMNFE—-H—H 429,423 50,000 626,111 1,105,534
Profit for the period R & 7 - - 4,300 4,300
2003 final dividend paid 1 = 25 = F R EfE & _ - (14,601)  (14,601)
Current period interim [ AHREFER S

dividend paid - - (14,601)  (14,601)

At 30 June 2005 —EEREARA=1H 429,423 50,000 601,209 1,080,632

Notes: btaE -

(i) The distributable reserves of the Company as at (i) PAN/NE = S i S R
30 June 2005 amounted to HK$601,209,000 (31 THBA D IRREERBE
December 2003: HK$626,111,000). 601,209,000C (ZEZE =4

TZR=+—H B
626,111,000 °

(ii) According to the applicable law in Taiwan, the (i) RIBEBEBRITEN - AEE
Group’s subsidiaries in Taiwan have to transfer HEeENBRAIVEBESF
10% of the annual profit, if any, to capital reserve. A 10% B IEMIREEE

KEBA -

(iiiy  Pursuant to a shareholders’ resolution of a (i) ZRB—HEBRARBHRKRRER
subsidiary, the subsidiary reduced its capital and & B ARREEER
property revaluation reserves to offset R S 5 B A DA 88
accumulated deficit. W EE -
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27. RESERVES (continued) 27. f#E @)

Notes: (continued) M (&)

(iv)  Goodwill and negative goodwill arising from (ivy, RZZTEZ—F—HA—H51HA
acquisitions of subsidiaries and associates prior W e BT B8 1 B R B 8 X R AT
to 1 January 2001 which are still carried in EETRBEAEEFEA
reserves of the Group are as follows: HEEREEEFINET

Negative
Goodwill goodwill
mE EEE
HK$°000 HK$000
BETT BT
Balance as at 1 January 2004 “EENE-A-HK
and at 30 June 2005 —EEREANAZTAREH 572 (24,768)
28. BANK LOANS 28. RITEN
Group Company
33| NG

30.6.2005 31.12.2003 30.6.2005 31.12.2003
HK$’000 HK$°000 HK$°000 HK$'000

BETR EETT BETT EETT

Secured bank loans repayable ARBRITER
- After one year but within two years -—FREMFNER - 12,000 - 12,000
- After two years but within five years -MERERNERER - 11,000 - 11,000

Unsecured bank loans repayable BERRITER
- After one year but within two years -—EREMERER 36,100 47,250 36,100 -
- After two years but within five years -MERERFRER 2,600 - 2,600 -
38,700 70,250 38,700 23,000
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29.

30.

OTHER NON-CURRENT LIABILITIES

HtERBAEE

Group Company
r&EE N
30.6.2005 31.12.2003 30.6.2005 31.12.2003
HK$°000 HK$°000 HK$°000 HK$'000
BETT BRI BETT BETT
Obligations under finance lease payable HEHENAE
- After one year but within two years —FREMFNER 98 - 54 -
- After two years but within five years -MERERFRER 279 - 156 -
Other payable AR
- After one year but within two years -—FREMFNER - 250 - -
- After five years -IERER 7,855 - - -
8,232 250 210 -

EMPLOYEE BENEFIT OBLIGATIONS

The Group operates a number of staff retirement benefit
plans comprising two defined contribution retirement
plans covering its employees in Hong Kong and two
defined benefit retirement plans covering its employees
in Taiwan.

The Group’s contributions to the defined contribution
retirement plan are based on a specified percentage
on the basic salary and completed years of service of
employees. The Group’s contributions under the
principal plan covering its employees in Hong Kong
are charged to the income statement and are reduced
by the amount of forfeited contributions. Any unutilized
forfeited balances are set aside as a reserve held in
independently administered funds for any future
potential long service payments payable by the Group.
The total amount of these reserves available for use at
30 June 2005 was nil (31 December 2003:
HK$1,350,000).
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30.

EMPLOYEE BENEFIT OBLIGATIONS

(continued)

Under the defined benefit retirement plans, the
calculation of the retirement benefits to the employees
is based on years of service and average monthly
salary at the time of retirement. The Group’s
contributions to the defined benefit retirement plans
are calculated as certain percentages of salaries paid
to employees and charged to the income statement as
incurred. The assets of the plans are held separately
from those of the Group in a central fund administered
by the relevant government body in Taiwan.

In addition to the retirement plans operated by the
Group, the Group is required to contribute respectively
to Mandatory Provident Fund and central pension plans
for certain Group’s employees in Hong Kong and the
People’s Republic of China based on applicable rates
of monthly salary in accordance with government
regulations.

(a)

Short-term employee benefit

Unclaimed annual leaves FEER

30.

BEERANEE ©)

EEERMNERFTET EEMR
RIBFIAR IR R TS F & KRR
HAHHE - XEBRZTEEF
TR ER TR ERE B RN
CHE—BIERHE  UWEBAR
RRERFPIIABA - 25580
BEVHFEAAEENEERAE
B HEeEBHMBUTEMMEE
MR RESRAEREH -

PR AN & B A BRI EYIRIRET B4
AEEAREEBTBERTEARK
MBI AR ETEE D 543 T 92
MRABEERTRAEE - REBRM
Mol ERERRAFAE -

(a) HEHEIRF
Group
AEE
30.6.2005 31.12.2003
HK$°000 HK$°000
BETT BEF T
4,291 4,450
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

30. EMPLOYEE BENEFIT OBLIGATIONS 30. EERAMERE &)
(continued)
(b) Defined benefit retirement plans (b) EHEEFRKEE
The Group makes contributions to two defined NEE & A W IR TE FE AR N AR K
benefit plans that provide pension benefits for FFEIEHE R - ZFETEIR
employees in Taiwan. HeB8EBRKESEH -
(i)  The amount recognized in the balance (i) REEBEXRPEHER
sheet is as follows: ZEBAT
Group
PN |
30.6.2005 31.12.2003
HK$°000 HK$’000
BEFT BEFT
Present value of funded BEt e
obligations BERE 31,677 23,204
Fair value of plan assets ERE2BEELTEER (19,048) (9,781)
Net unrecognized actuarial ~ KR FE 2
losses BEEB (8,360) (4,896)
4,269 8,527
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

30. EMPLOYEE BENEFIT OBLIGATIONS 30. EERMER &)
(continued)
(b) Defined benefit retirement plans (continued) (b) TEEREREMNKGE (&
(i)  Movements in the net liability recognized (i) MREEBEXRPEHER
in the balance sheet are as follows: ZRBEEEEHOT -
Group
r5E
1.1.2004 1.1.2003
to & to &
30.6.2005 31.12.2003
HK$’000 HK$’000
BT T BEFT
At the beginning of the B/ F8HE
period/year 8,527 8,643
Contributions paid mE S HK
to the fund 4 (8,611) (2,299)
Expense recognized in the RUWFXRFDHER
income statement 2B 3,545 2,022
Exchange difference HNE Z R 808 161
At the end of the period/year Hi,/ & K& % 4,269 8,527

ANNUAL REPORT 2005 | = 2T 1 & 4 3§

121



122

LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

30. EMPLOYEE BENEFIT OBLIGATIONS

(continued)
(b) Defined benefit retirement plans (continued)

(iii) Expense recognized in the income
statement is as follows:

Current service cost B8/ FREKAE
Interest cost FERA
Expected return on HeEERS
plan assets ]
Amortization of loss BEEH

ANNUAL REPORT 2005 | = 2T F &£ £ 3§

(b)

30. EERBAERE &

EBEBEARMAKE (&)
(iiiy RPEKXPERRZE

FRERARLNT -

Group

AEE
1.1.2004 1.1.2003
to & to &
30.6.2005 31.12.2003
HK$°000 HK$’000
BEFT EBETT
2,542 1,562
1,401 713
(679) (295)
281 42
3,545 2,022



LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

30. EMPLOYEE BENEFIT OBLIGATIONS 30. EERAER »®)
(continued)
(b) Defined benefit retirement plans (continued) (b) TEEREFEMNRTE (&)
(iii)  (continued) (iiiy (&)
The expense is recognized in the following ZERBEE T EEK
line items in the income statement: HEREER -
Group
r5E
1.1.2004 1.1.2003
to £ to &
30.6.2005 31.12.2003
HK$°000 HK$’000
BT T BT T
Cost of sales #HE KR 2,526 1,312
Selling and distribution HE RS H
expenses R 221 96
Administrative expenses THER 798 614
3,545 2,022
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

30. EMPLOYEE BENEFIT OBLIGATIONS
(CONTINUED)

(b) Defined benefit retirement plans (continued)

(iv) The cost of the plans to the Group is
calculated based wupon funding
recommendations arising from actuarial
valuations. Details of the latest actuarial
valuations of the plans are as follows:

30. EERBAEE @
(b) TEEBFBIKEE (&)

(iv) AEEFEZSFFTEK
ABIEBERBEIH]K
BiE o RERMBE
HEFBEEHIET

Name of subsidiaries which
operate the plans

RUGEZHBAR AR

Latest actuarial valuation

B EENMEA

Actuaries

EEhD

Discount rate at date of
actuarial valuation

Lam Soon Industries Inc.

EEIXROERAE

30 June 2005

e AV e =
KTMC Actuaries Co., Ltd.
HEEEBEMERAR
3.5%

(31 December 2003: 3.5%)

REFEERRE (ZZEF=F+-A=1+—H :35%)

Expected rate of return on

plan assets
RAECEERPOAHRE (ZTT=
Future salary increases
AR EHEX

- Next year

-— %R (=%

- Next 2-3 years

—ZEZFR

— Thereafter

-Hi
Future pension increases

AREREHEX
Market value of plan assets at date
of valuation (HK$'000)

RREEEEMHERE
(B% T

Asset market valuation as a
percentage of the present value
of past service liabilities

AEBETMEEBENAR (:77

RBaEsRAEEEZAD
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3.5%
(31 December 2003: 3.5%)
F+-A=1+—H :35%)

1%
(31 December 2003: 0%)
F+-A=Z+—08:0%)
0%
(31 December 2003: 0%)

(ZER=F+-A=1+—-R:0%)

1%
(31 December 2003: 0%)

(CEE=F+-B=F-8 0%

0%
(31 December 2003: 0%)

(ZFZ=F+-A=1T—H: 0%

11,800

(31 December 2003: 6,600)
(ZTZT=F+ZH=1—H : 6,600

60%
(31 December 2003: 46%)

F+-A=F—H:46%)

Lam Soon Ball Yamamura Inc.

BEREROERLA

30 June 2005

ZEERFEAA=TH

KTMC Actuaries Co., Ltd
HEBEERBRA

3.5%

(31 December 2003: 3.5%)

(ZZZ=F+=-A=1—H:35%)

3.5%

(31 December 2003: 3.5%)

(ZZZ=F+=ZA=+—H:35%)

1%

(31 December 2003: 0%)
(Z2Z=F+-A=+—H: 0%
0%

(31 December 2003: 0%)
F+ZA=1t—H :0%)
1%

(31 December 2003: 0%)
ETZA=1T-H0:0%
0%

(31 December 2003: 0%)
(Z2Z=F+ZA=+—-H: 0%
7,500

(31 December 2003: 3,200)
(ZEZ=F+=-A=+—H:3,200)

(777

(—77

60%
(31 December 2003: 35%)

(ZEE=F+-RA=1+—H :35%)



LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

30. EMPLOYEE BENEFIT OBLIGATIONS

(CONTINUED)

(b)

(c)

Defined benefit retirement plans (continued) (b)

(iv)  (continued)

30. EERAERE &)

EFEBAMRKEE (2

(iv) (#&)

Note:

The differences between the market values
of the plans’ assets and the present value
of the accrued past services liabilities at
the date of an actuarial valuation are taken
into consideration when determining future
funding levels in order to ensure that the

fifaE - FEETE R R R &
VA 4R 7% % &1 & 86
WMEEIHZEE
B ZEFEEE
2T ERERE
EHEBMTEN

plans will be able to meet these liabilities mERBEaEZR
as they become due. EEEMzEZ®HS
FLUARH R ©
Equity compensation benefits % 7 3 B 1= A
Details of movements of share options: BikENZEFHOT
The Company Flourtech
(“LSHK”) International
PN Holdings Total
([FEIEEE]) Limited CE
Balance at 1 January 2003 —TT=F
—H—B#&#% 3,950,000 270,000 4,220,000
Lapsed EN - (270,000) (270,000)
Balance at 31 December 2003 —ZTZ =4+ A
=t+t—H&#% 3,950,000 - 3,950,000
Balance at 1 January 2004 —TTME
—A—B&#% 3,950,000 - 3,950,000
Lapsed % (3,950,000) - (3,950,000)
Balance at 30 June 2005 —EZRFARA
=tH&E® - - -
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

30. EMPLOYEE BENEFIT OBLIGATIONS 30. EEGHNEE &)

(CONTINUED)
(c) Equity compensation benefits (continued)

Terms of share options at balance sheet date:

Name of

company Date of grant Exercise period

REAAMW ERAH ATEAHE

LSHK 5 June 2002 2 years following notification
HIEEE ZT%C of entitlement to confirm

NALH quantum of options
exercisable but in any
event not later than
10 years from the date
of grant

ETEREHE 2 BMA L
MER ETERBERK
BERZ TER

The Share Option Scheme adopted by LSHK on 26
May 2000 was terminated on 23 May 2003 but without
prejudice to any share option previously granted prior
to such termination.

As at 1 January 2004, these was a total of 3,950,000
outstanding share options granted pursuant to the
Option Scheme. During the period all the aforesaid
share options lapsed.

ANNUAL REPORT 2005 | = 2T F &£ £ 3§

(c) BAHBMER (&)
RAEE B BB AR R

Number of share options

BREZBRO2HE

Exercise
price
TEREE
HK$

BT 30.6.2005 31.12.2003

2.53 - 3,950,000

—EEEFRA -t RNBAEME
BHEFER_FEE=FRAA=-_T=
BRI BIAEegERKRIEamE
2 AR o

RZZEZWHF—-—HA—H #E
3,950,000% 1% & A 5 813 H M AR 1T
2 BEARAE - RAHIR A FTA £t
BRED R -



LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

31.

COMMITMENTS

(a)

(c)

As at 30 June 2005, the Group had commitment
to make payment in respect of guaranteed profits
payable to the joint venture partners under
a joint venture agreement amounted
to HK$1,715,000 (31 December 2003:
HK$3,293,000) in aggregate over the unexpired
term of the joint venture agreement of one and
a half year. In return, the Group is entitled to all
the residual profits of the joint venture.

The Group had the following commitment not
provided for in the financial statements at the
balance sheet date:

Authorized capital expenditure 2 #3754
and contracted for ZERYH

Forward foreign exchange contracts

The notional amounts of the Group’s forward
foreign exchange contracts are as follows:

EHINER B

Forward foreign exchange
contracts

31.

EIEIEE

(a)

RZZEZERFA=+A8"
AEBRESELEHE

BEREARELEBREREGE
TERFEEARAKRIEN—FE
FHRUERBENBE RS
#1,715,000C (ZZEZ=F+
— A=+ —H8 : &%

3,293,0007T)

RAKE -

%%*&%EM%%E$-
Group
r&EHE
30.6.2005 31.12.2003
HK$°000 HK$°000
BT T BEF T
399 68
BHIEEN
REBHERBINES LD
SERBEWOT
Group
r5HE
30.6.2005 31.12.2003
HK$°000 HK$°000
BEFT EBETT
146,385 173,198
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

31. COMMITMENTS (continued)

(d)

As at 30 June 2005, the Group committed to
supply 97.9 million (31 December 2003: 34.4
million) aluminium cans to a customer in Taiwan
at a fixed price. Such commitment was covered
by a bank guarantee issued to the customer,
which amounted to approximately HK$5,722,000
(31 December 2003: HK$6,589,000).

As at 30 June 2005, the Group has several non-
cancelable purchase orders for certain materials
with its suppliers with an amount of
HK$132,728,000 (31 December 2003:
HK$31,104,000).

32. CONTINGENT LIABILITIES

(a)

As at 30 June 2005, the Company had contingent
liabilities in respect of guarantees given by the
Company to banks to secure banking facilities
granted to certain subsidiaries of which amount
utilized by the subsidiaries amounted to
HK$70,410,000 (31 December 2003:
HK$182,286,000).

As at 30 June 2005, the Group had contingent
liabilities in respect of several guarantees given
to banks to secure banking facilities of a jointly
controlled entity to the extent of HK$18,853,000
(31 December 2003: HK$45,544,000).
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31. AIEEER )

(d)

R-ZEZERFANA=+H"
AEEHE-—8ERFPETEE
A LNEFEEB®HE
97,900,0005 (== Z = ¢+
~— A=+—H : 34,400,000
F)iatE - REEREEELD
MEBBEPIERERITER -
HERSBEHDREBKE
5,722,000 (ZEZT=F 1=

A=+—H : #%6,589,000
JC) °
(e) RZZEFERF~A=+H8H"
ANEBEHEHEREEZEERD
AECHMKERE €84
751132,728,000C (ZEE =
F+-_A=+—H : &K
31,104,0007T) ©
32 &I\\\EE

(a)

N-_EERFERNA= ‘f“Ei ’
RAARMHIARBEREAR
mIRITIR H AR L‘ME%
FHERAAREBRITEE
B o ﬁﬁﬁﬁaﬁﬁ% GI=E:
ZIEESFEALEET70,410,000
E(_ii@ F+-_A=+—
H : #%182,286,0007T) °

R-_ZEZTRFENA=Z1+H "
AEBENSIRBELZIER
ZK%m%E%ﬂEHjm%%-
LA 7B 8 £ [|) 2 i) {E B2 BX

IRTTIEE R E% 18,853, ooo
T(ZEE=F+_A=+—
H : /##45,544,0007T) °



LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

32.

33.

CONTINGENT LIABILITIES (continued)

(c) As at 30 June 2005, the Group sold to financial
companies its notes receivable with recourse,
which amounted to HK$34,061,000 (31
December 2003: HK$14,004,000).

RELATED PARTY TRANSACTIONS

Apart from the transactions as disclosed in Notes 22,
25 and 32(b) to the financial statements, the Group
had the following material transactions with its related
parties during the period/year:

Related party Nature of transactions

RREAL XEME

Jointly controlled entity Purchases of small package oil

HEEH AR BENBERM

Sales of aroma oil

BRMHE

Transfer of machines

MR

Bottling and refinery income of small
package oil

PNEERBERRBREA

Management fee income

EREWRA

Royalties received for the use
of trademarks

BRERREERA

Management fee expenses

EREXM

GIMC Limited (“GIMC”)

32. AREE ©)

33.

(c)

=N

RZEBEERFA=1+H"
$%lﬁﬂﬁ%&ﬁbﬁ%*ﬁL
REZREKEE  REBEK
34 061 0007z< TT EJr
— A = ‘f— — H / f,fﬁ
14,004,0007T) °

BEATHRS

BB ISR R AT 522 ~ 255.32(b)FT
EBRZR SN RERE,/ FEARE
BEELTEZENEBEEALINR

% :
1.1.2004 1.1.2003
to £ to &
30.6.2005 31.12.2003
Notes HK$’000 HK$000
[ 5% BEFT BETTT
(i) 6,041 4,586
(ii) 103,895 58,262
(ii) - 1,200
(iii) 53,202 32,727
(i) 2,000 2,000
(iv) 15,723 14,810
(v) 4,538 1,647
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LAM SOON (HONG KONG) LIMITED B E (&%) AR 2 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 & =

33. RELATED PARTY TRANSACTIONS

(continued)

Notes:

(1)

(if)

(iii)

(iv)

)

Purchases of small package oil were carried out at cost
plus a percentage of profit mark-up.

Sales of aroma oil and transfer of machines were made
with reference to the market price.

Bottling and refinery income of small package oil and
management fee income were determined on the basis
of the cost and the amount of services performed by the
Group.

Under the trademark license agreement, the royalties
received for the use of the trademarks are calculated
based on a percentage as may be agreed between the
parties from time to time of the gross sales value of
licensed products sold by the licensee within Hong Kong
and Macau.

GIMC is an indirect wholly-owned subsidiary of Hong
Leong Company (Malaysia) Berhad (“HLCM”), a
substantial shareholder which is deemed to be interested
in 73.11% shareholdings in the Company pursuant to
Part XV of the Securities and Futures Ordinance. Pursuant
to the service agreement signed between the Company
and GIMC, the Company should pay a monthly fee of
HK$50,000 (or such other amount as may be agreed
from time to time between GIMC and the Company) and
an annual fee equal to 3% of the annual consolidated
profits before tax of the Company for each financial year.
The service agreement is for a term of half year from 1
July 2003 to 31 December 2003 and thereafter shall be
automatically renewable, on the same terms, for additional
consecutive terms of one year each, unless either party
provides the other with prior written notice of at least six
months.
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ERFENA=ZTHIETNEA

HiaE

(i)

(i)

(iii)

(iv)

3. EHEALTNRSE (&)

BE/ | \BERBSUARANFER
D EEBEST o

AR MR EE IR IS ES
HEAT

NEERMEEIIERKRA - B8
BRAGABEBERARAREE MR
HE B MEE -

ERFERARERERAZREEZEME
BER - LEEZEERELES KRR
FISHERIERAREERNREES
BRI A EHK - LEFTED
RUEEFRB NEHEN -

GIMCJ5Hong Leong Company
(Malaysia) Berhad ([HLCM]) Z f
BE2BWEBRAR  MBEESLY
BB+ RE - HLCMAR AR
AI73.1M% 2 Wi AR R M ER
ZEERRE o $E%FEE$/AET£51
GIMCFT# T 2 fR B sk - AR A
/,\lﬂﬁﬁGlMC/%MSOOOOTE&
FEESNARAESHRFER
TATAR BB F 2 3% © L AR 17 %
REBYE BHZTTE=FtA—H
EFET=F+ZA=+—HL"
WA ZF R HR IR B RIE R B B &
¢ HEA—FBLTE—F&
NE AR EE B A RIBR AN o



LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

34.

SEGMENT REPORTING
Business segments

The Group principally operates in four segments and
the specific products of each segment are as follows:

(1) Food — Manufacturing and distribution of
a broad range of food products
including flour, edible oils,
vegetable fats, frozen dough and
other processed foods for the
catering industries

(2) Detergent

Manufacturing and distribution of
household cleaning products
including liquid dish washing
detergent, laundry powder, fabric
softener and floor cleaner

(3) Packaging Manufacturing and supply of
easy-open-ends and two-piece
aluminium cans for beverage

industry

(4) Distribution

Trading and distribution of a wide
range of products such as flour,
detergent, bakery, frozen food,
drinks and agency products in
Hong Kong

All other operating segments represent the operating
segments which do not meet the quantitative threshold
for determining reportable segments. These include
investment holding, internet service and property
holding activities.

34.

7 EB IR &

i

AREBFELEUED I - F5 5

MEMWBT :

(1) Efm — HEKDE -
FIBE MG BIEE

w R\l EY
PELIIRREDt i 1E]
NEMINT RS
HERREFH

(2) BRERAGM — RERHPERE
/ﬁ //‘%)EH [S[u %E
BiRR B RAE - %
X~ KYFEIE
Bl K 4R 8 R B

RERHEES
wE] KW A e
% HemIE

©
or

i

e

Do
|

% A
(4) Emni#H — RELEERD

#H— R Em
B - BR
B ISR M -
RREm - R
K ARER E o

ﬁ@%%”%ﬁ%%“ﬁﬁ?ﬁu
EFHBIMENEEDH - BLD
MmemrEEk - ?ﬁ%ﬁﬂ&ﬁ&#@
ELSRDEYI
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NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

34. SEGMENT REPORTING (continued) 4. T EWHE (&)
Geographical segments 2 7 56
The Group’s business is managed on a worldwide AEBMERSHEREN  BXE
basis, but participates in three principal geographical SRR =@ E :
areas:
(1) Mainland - Manufacturing and distribution of (1) FEXRE — Z2&EksEN
China flour, edible oils, detergent and M ’Bm-BE
packaging products RAmke%ER
(2) Hong Kong - Trading and distribution of flour, (2) &# — BEELHHM
detergent, bakery, frozen food, W B2AM
drinks and agency products HEBRM - RIE
Bm - SKEERK
BEm
(3) Taiwan — Manufacturing and supply of (3) && — RERHEEIS
easy-open-ends and two-piece NEINMA A
aluminium cans for beverage o HARmIE
industry 1% A
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LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &£ —FTZEHFNA=+HIE+/EA

34. SEGMENT REPORTING (continued)

For the eighteen months ended 30 June 2005

(A) Business segments

i

)

Revenue

Revenue from
external customers

Inter-segment sales

Other income

Total revenue

Segment results

Net interest expenses

Release of negative
goodwill

Reversal of provision for

LN
HoER

A
ERHENEE
A

SEEAEA

Group restructuring costs £ &% B

Share of results of a
jointly controlled entity

Taxation

Minority interests

Profit attributable to
shareholders

Depreciation and
amortization for
the period

Provision for doubtful
debts written back/
(Charge)

Segment assets

Interests in jointly
controlled entity
and associates

Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities

Total liabilities

(vii) Capital expenditure

incurred during
the period

EiE AR ZH
EE-ToE S

i
LHBERER

BRREEER

ARRFERES

REERED/
(<3)

=
H

NHEE
ARZHERR

KN

PEAET%E%

APRAE

=]

L

Food
R
HK$'000
BETT

1,640,264
256,763
10,771

1,807,798

44,325

65,191

1,503

826,295

57,389

146,583

3,395

Detergent
F2RAR
HK$°000
EEFT

106,853
44,571
1,262
152,686

23

2,612

(1)

38,500

19,231

211

34. DERE (©)

BE-ZTAFAAA=tHLT

Packaging
BEER
HK$'000
EETT

892,187
6,886

899,073

77,636

25,044

1,224

590,958

167,341

21,643

N\ & A

(A) %%

Distribution
En7#
HK$'000
BRI

513,997
2,695
993

517,685

74,653

1,225

(432)

64,602

11,598

543

Others
i
HK$'000
AETT

1,326
9,706
3113

14,145

(73,102)

14,964

15,068

145,796

24,581

33,264

1,682

Inter-segment
elimination
ZAHE
kg
HK$'000
AETT

(313,735)

(313,735)

ANNUAL REPORT 2005 | =&

Consolidated
g4
HK$'000
AETT

3,064,627
23,025
3,077,652

123535
(8.812)

14,964
6,540
4,792

(49,029)
(6,865)

85,125
109,140

2,294
1,666,151
81,970
8,090
1,756,211

378,017
358,620

736,637

21,374

ZERFFER
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

34. SEGMENT REPORTING (continued) 34.

(B) Geographical segments

Mainland China

B KB
HK$'000
BEFT
Revenue from external HINEP
customers WA 1,988,417
Segment assets DEEE 821,135
Capital expenditure incurred AEEER
during the period X M 20,845

ANNUAL REPORT 2005 | = 2T F &£ £ 3§

DEIRE (&)

(B) #EZD I
Hong Kong
BB
HK$000
EET T
546,294

485,242

2,391

Taiwan Consolidated

zﬁg L \é
HK$'000 HK$'000
EETT EETT

519,916 3,054,627

449,834 1,756,211

4,138 27,374



LAM SOON (HONG KONG) LIMITED ®JiE (&%) R A A

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &£ —FTZEHFNA=+HIE+/EA

34. SEGMENT REPORTING (continued)

For the twelve months ended 31 December 2003

(A)

Business segments

(i

(i)

)

(iv)

(vi)

Revenue

Revenue from
external customers

Inter-segment sales

Other income

Total revenue

Segment results

Net interest expenses

Release of negative
goodwill

Share of results of a
jointly controlled entity

Taxation

Minority interests

Profit attributable to
shareholders

Depreciation and
amortization for
the year

Provision for doubtful
debts

Segment assets

Interests in jointly
controlled entity
and associates

Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities

Total liabilities

(vii) Capital expenditure

incurred during the year

LN
EapIX I

B
ERHENEE
HiIA

ELON
AR%E
ENS XM
AEENER
FEiHHREH
EEToES
i
SERRER

RREEET

REEFERES

REREAR
X it

Food
R
HK$'000
BETT

1,118,588
176,463
976

1,296,027

5176

2,017

40,901

3,191
963,003

55,576

251,807

33,266

Detergent
FERA
HK$'000
E¥TT

61,426
26,611

88,037

(2,188)

2,808

44

33,042

21,021

1,167

34. DERE (©)

BE-_EE=%+=-H=+—8H
IE+={@A

(A) EKHI

Inter-segment

elimination

Packaging  Distribution Others £2%M Consolidated
BRER ER# it ks | G
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETIT BETT BETTL BETTL
523,252 331,434 1,662 - 2,036,362
- 3,658 6437 (213,169) -

497 299 2,619 - 4,391
523,749 335,391 10,718 (213,169) 2,040,753
40,020 61,719 (44,503) - 60,224

_ - - - (11,046)

- - 9,976 - 9,976

- - - - 2,017

- - - - (19,668)

- - - - (3,268)

38,235

16,776 996 11,266 - 72,747
2,367 548 186 - 6,336
523,002 71,982 105,009 - 1,696,038
- - 24,581 - 80,157

43,645

1,819,840

135,860 19,498 49,934 - 478,120
409,045

887,165

6,610 1,586 400 - 43,029
ANNUAL REPORT 2005 | — 2T 1 F 6 1§
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LAM SOON (HONG KONG) LIMITED B JE (F8) ER A 7

NOTES TO THE FINANCIAL STATEMENTS (continued) 81 % ¥R = Mf & (4

For the eighteen months ended 30 June 2005 &= — T TR F NA=+HIF+/EA

34. SEGMENT REPORTING (continued)

(B) Geographical segments

Revenue from external HHNEP
customers A
Segment assets NHEE
Capital expenditure incurred =FEE
during the year X M

ANNUAL REPORT 2005 | = 2T F &£ £ 3§

34.

Mainland China
B KB
HK$'000
BEFT

1,380,387

1,125,326

39,145

DEIRE (&)

(B) #EZD I
Hong Kong
BB
HK$000
EET T
358,764

300,955

2,521

Taiwan Consolidated

zﬁg L \é
HK$'000 HK$'000
EETT EETT

297,211 2,036,362

393,559 1,819,840

1,363 43,029



