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CORPORATE INFORMATION

The Company is incorporated in Hong Kong and its shares
are listed on The Stock Exchange of Hong Kong Limited.
During the year, the Group was engaged in the following
principal activities:

Design, manufacturing, marketing and trading of fine
jewellery and diamonds

Property investment and development

Investment and others

PRINCIPAL ACCOUNTING POLICIES

(a)

Statement of compliance and basis of preparation

These financial statements have been prepared in
accordance with the principal accounting policies set
out below. These accounting policies are in accordance
with all applicable Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA") and
accounting principles generally accepted in Hong Kong.
The financial statements also comply with all applicable
disclosure provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and the Hong Kong
Companies Ordinance. They have been prepared under
the historical cost convention, except for the
re-measurement of certain leasehold land and
buildings, investment properties and other investments
at fair value, as further explained in the accounting
policy notes below.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(a) Statement of compliance and basis of preparation

(continued)

Impact of recently issued Hong Kong Financial
Reporting Standards and early adoption of new

accounting standards

The HKICPA has issued a number of new and revised
Hong Kong Financial Reporting Standards and Hong
Kong Accounting Standards and Interpretations (“new
HKFRSs") which are effective for accounting periods

beginning on or after 1 January 2005.

The Group has not early adopted the new HKFRSs in
the preparation of the financial statements for the year
ended 30 June 2005 except for the adoption of the

following accounting standards.

Hong Kong Accounting
Standard ("HKAS") 40

Hong Kong (SIC)
Interpretation
("HK(SIC)-Int") 21 Assets

Investment Properties

Income Taxes — Recovery

HKAS 40 and HK(SIC)-Int 21 have been early adopted
in these financial statements as permitted by the
HKICPA. HKAS 40 prescribes the accounting and
disclosure requirements for investment properties. The
early adoption of HKAS 40 and HK(SIC)-Int 21 has
resulted in a change in accounting policy for the Group’s
investment properties and deferred taxation of the

Group's investment properties.

of Revalued Non-Depreciable



Annual Report 2005 “F i

Notes to Financial Statements m B1 7535 & [fzE

30 June 2005

ZETRFA=TH

s FEEFHBR ®

(a)

BIRBAREREE (B)

RLEMHZEBYHHRE
HAR R BRAH G5 E
Rz &8 (&)

RBEERE « RE ML
E2RE  WRANEE
B2 BRI - R
BOEZ B - BIRIRAY
SEAEGERLENE
M 136 At B 2 AR 2
BigEtE -

RERMEE T ERFA40
W& MTBAREMELF
BzHEREBERRANE
R NI ABTEBERER
EA LB REF215
& BETERBEBE  #2
REMEREEREBRE
PR [B] 3¢ LA 38 R 2 RIS 3

BEHE -

AEBECEEBERGE
A 405k 2 HREEE 15
N EER —_TTEFA
A—BEERREFBEGE
AIFE405% - R _TTNF
TtA—BRREMEER
BEFAZSRCERE
AEBZRBEN - F18
N B HREME=

2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(a)

Statement of compliance and basis of preparation
(continued)

Impact of recently issued Hong Kong Financial
Reporting Standards and early adoption of new
accounting standards (continued)

In prior years, changes in valuation of the investment
properties were dealt with as movements in the
investment properties revaluation reserve. Deferred tax
was provided on the basis that the carrying amounts
of investment properties would be recovered through
disposal of the properties and calculated at applicable
rate for sale of properties.

Following the adoption of the HKAS 40, changes in
fair value of all investment properties are recognised
in the income statement. With the introduction of
HK(SIC)-Int 21, deferred tax is provided on the basis
that the carrying amounts of investment properties will
be recovered through use and calculated at applicable
profits tax rates.

The Group has applied the relevant transitional
provisions in HKAS 40 and elected to apply HKAS 40
from 1 July 2004 onwards. The amounts held in
investment properties revaluation reserve as at 1 July
2004 has been transferred to the Group'’s retained
profits as detailed in note 3 to the financial statements.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(a)

(b)

Statement of compliance and basis of preparation
(continued)

Impact of recently issued Hong Kong Financial
Reporting Standards and early adoption of new
accounting standards (continued)

In the absence of any specific transitional provisions in
HK(SIC)-Int 21, the change in accounting policy to
deferred taxation of the Group’s investment properties
has been applied retrospectively. Comparative figures
have been restated and the balance on the Group’s
investment properties revaluation reserve at 1 July 2003
has been decreased as detailed in note 3 to the financial
statements.

The Group has commenced an assessment of the
impact of other new HKFRSs but is not yet in a position
to state whether these remaining new HKFRSs would
have a significant impact on its results of operations
and financial position.

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
for the year ended 30 June 2005, except for Conti
Jewelry (Guangzhou) Limited which has not been
consolidated for the reasons stated in note 15 to the
financial statements. The results of the subsidiaries
acquired or disposed of during the year are
consolidated from or to their effective dates of
acquisition or disposal, respectively. All significant
intercompany transactions and balances within the
Group are eliminated on consolidation.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(0

(d)

Subsidiaries

A subsidiary is a company in which the Company,
directly or indirectly, controls more than half of its voting
power, or holds more than half of its issued share
capital, or controls the composition of its board of
directors.

The results of subsidiaries are accounted for by the
Company on the basis of dividends received and
receivable. The Company’s interests in subsidiaries are
stated at cost less any impairment losses.

Associates

An associate is a company, not being a subsidiary, in
which the Group has a long term interest of generally
not less than 20% of the equity voting rights and over
which it is in a position to exercise significant influence.

The Group’s share of the post-acquisition results and
reserves of associates is included in the consolidated
income statement and consolidated reserves,
respectively. The Group’s investments in associates are
stated in the consolidated balance sheet at the Group’s
share of net assets under the equity method of
accounting, less any impairment losses.

The results of associates are accounted for by the
company on the basis of dividends received and
receivable. The Company’s investments in associates
are treated as long term assets and are stated at cost
less any impairment losses.



Notes to Financial Statements m B} 7% 3R &5 15t

30 June 2005

—EERFRA=TH

— > FESFHHEER®

(e)

(f)

BERARE

all

eEbEBANNRH

BUAREEREMETTH
E-RAREN 2B
SRR EE S —

73 ] LA 75 e 4% ) s AR O
EE e

AEBRARENERZ
B RAAKATIRR - B
BRI R B EAE K FHZEH
BERZEEFERKER
EECZEEMBFE - K&
) e 15 AR R 5 B R
BEEFTARERER

SRS

Il

WEHEAT  BEAF

ABDEFEE 2 EE
T 4 B A R A A S
(5% A AR IR B
TREAERAEZAT
E2 B0 -

W FTEL < B DR
REERBRAERRE
E o WABERRREME
Al i A B LA TN iR B 20 4F
ETHE - HWABER
A AERCREHEEETY
AAEBEEZREE
N MIEERGRAEER
BERAZERARBEE
Z o

2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(e)

(f)

Joint ventures

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

The Group’s interests in jointly controlled entities are
initially recorded at cost and adjusted thereafter for
the post-acquisition changes in the Group’s share of
the net assets of the jointly controlled entities. The
Group's share of post-acquisition results of jointly
controlled entities is included in the consolidated
income statement.

Goodwiill

Goodwill arising on the acquisition of subsidiaries,
associates and joint ventures represents the excess of
the cost of the acquisition over the Group’s share of
the fair values of the identifiable assets and liabilities
acquired as at the date of acquisition.

Goodwill arising on acquisition is recognised in the
consolidated balance sheet as an asset and amortised
on the straight-line basis over its estimated useful life
of not more than 20 years. In the case of associates,
any unamortised goodwill is included in the carrying
amount thereof, rather than as a separately identified
asset on the consolidated balance sheet.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(f)

Goodwill (continued)

Statement of Standard Accounting Practice (“SSAP"”)
30 “Business combinations” was adopted as at 1 July
2001. Prior to that date, goodwill arising on acquisitions
was eliminated against consolidated reserves in the year
of acquisition. On the adoption of SSAP 30, the Group
applied the transitional provision of SSAP 30 that
permitted such goodwill to remain eliminated against
consolidated reserves, details of which are set out in
note 14 to the financial statements. Goodwill on
acquisitions subsequent to 1 July 2001 is treated
according to the SSAP 30 goodwill accounting policy
above.

On disposal of subsidiaries, associates and joint
ventures, the gain or loss on disposal is calculated by
reference to the net assets at the date of disposal,
including the attributable amount of goodwill which
remains unamortised and any relevant reserves, as
appropriate. Any attributable goodwill previously
eliminated against consolidated reserves at the time
of acquisition is written back and included in the
calculation of the gain or loss on disposal.

The carrying amount of goodwill, including goodwill
remaining eliminated against consolidated reserves, is
reviewed annually and written down for impairment
when it is considered necessary. A previously recognised
impairment loss for goodwiill is not reversed unless the
impairment loss was caused by a specific external event
of an exceptional nature that was not expected to recur,
and subsequent external events have occurred which
have reversed the effect of that event.



Notes to Financial Statements m B} 7% 3R &5 15t

30 June 2005

—EERFRA=TH

— > FESFHHEER®

(9)

BERE

REFERDEFEHEE
B EMIBEREREREMA
BEME IREAEEM
BRBREANNEFE
5B B WE R 2 B (E AT BE T
BEEHATRERD © fHiE
AERBRA L AR - Al
EHEEEZA KD K
o BEZAWEEEET
REERMEEXIEFE
EBUREERE)E -

EEEERAESNER
WEBEZBERT &
HERBERER - RERIE
REELHBREANA RER
ks - BRIFBEETIRER
BRTIRRIERIT® - %
BRT - BEBRIRE
HEHEEZABETK

HiE -
SRR RESEREE
FALAZE B & EE AT Y [0l 2 2R

ZfhET B F IR BT
BT LABE - A R
PATE R I S 50 B EE W R0
AEREE - RIEEER AR
= REEE < BREE (0
BAEAIITE, ) BIR -

BoREBRRNEES
HIE AR A& - HERR
FEEREGHEEIE
AltERIR - ERIBRAT
Bm 2R ER R T RIEZ
EfBEEZARETERE

.
Al &+ °

2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(9)

Impairment of assets

An assessment is made at each balance sheet date of
whether there is any indication of impairment of any
asset, or whether there is any indication that an
impairment loss previously recognised for an asset in
prior years may no longer exist or may have decreased.
If any such indication exists, the asset’s recoverable
amount is estimated. An asset’s recoverable amount is
calculated as the higher of the asset’s value in use or
its net selling price.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount.
An impairment loss is charged to the income statement
in the period in which it arises, unless the asset is carried
at a revalued amount, when the impairment loss is
accounted for in accordance with the relevant
accounting policy for that revalued asset.

A previously recognised impairment loss is reversed only
if there has been a change in the estimates used to
determine the recoverable amount of an asset, however
not to an amount higher than the carrying amount
that would have been determined (net of any
depreciation/amortisation), had no impairment loss
been recognised for the asset in prior years.

A reversal of an impairment loss is credited to the
income statement in the period in which it arises, unless
the asset is carried at a revalued amount, when the
reversal of the impairment loss is accounted for in
accordance with the relevant accounting policy for that
revalued asset.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(h)

Property, plant and equipment

Property, plant and equipment are stated at cost or
valuation less accumulated depreciation and any
impairment losses. The cost of an asset comprises its
purchase price and any directly attributable costs of
bringing the asset to its working condition and location
for its intended use. Expenditure incurred after property,
plant and equipment have 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 property, plant and
equipment, the expenditure is capitalised as an
additional cost of that asset.

In accordance with the transitional provisions set out
in SSAP 17 “Property, plant and equipment”, further
revaluations of the leasehold land and buildings of the
Group have not been undertaken subsequent to the
adoption of SSAP 17 in 1996.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(h)

Property, plant and equipment (continued)

Depreciation is calculated on the straight-line basis to
write off the cost or valuation of each asset over its
estimated useful life. The principal annual rates used
for this purpose are as follows:

Leasehold land Over the lease terms

Factory buildings 4%
Commercial buildings 3%
Leasehold improvements 25%
Plant and machinery 10% - 33%
Furniture, fixtures and equipment 17%
Motor vehicles 25%

The gain or loss on disposal or retirement of an asset
recognised in the income statement is the difference
between the net sales proceeds and the carrying
amount of the relevant asset.

Construction in progress represents the costs incurred
in connection with the construction of property, plant
and equipment, which is stated at cost less any
impairment losses, and is not depreciated. Cost
comprises the direct costs incurred during the period
of construction, installation and testing. Construction
in progress is reclassified to the appropriate category
of property, plant and equipment when completed and
ready for use.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

0}

Investment properties

Property that is held for long-term rental yields or for
capital appreciation or both is classified as investment
property. Investment properties comprise land held
under operating lease and building held under finance
lease. Land held under operating lease is classified and
accounted for as investment property when the rest
of the definition of investment property is met. The
operating lease is accounted for as if it was a finance
lease.

The Group has applied the fair value model to its
investment properties. Investment properties held are
measured initially at its cost, including related
transaction cost. After initial recognition, investment
properties are carried at fair value. Fair value is
determined annually by external professional valuers,
with sufficient experience with respect to both the
location and the nature of the investment properties.
The carrying amounts recognised in the balance sheet
reflect the prevailing market conditions at the balance
sheet date.

Any gain or loss resulting from either a change in fair
value or the sale of investment properties is immediately
recognised in the income statement.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

()

(k)

)

Property under development

Property under development is an investment in land
and buildings where the construction work has not
been completed. The investment is stated at cost less
any impairment losses. Cost comprises development
and construction expenditure incurred, interest charges
capitalised and other costs directly attributable to the
development.

Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are
accounted for as operating leases. Where the Group is
the lessor, assets leased by the Group under operating
leases are included in non-current assets and rentals
receivable under the operating leases are credited to
the income statement on the straight-line basis over
the lease terms. Where the Group is the lessee, rentals
payable under the operating leases are charged to the
income statement on the straight-line basis over the
lease terms.

Investment securities

Investment securities are non-trading investments in
listed and unlisted equity and debt securities intended
to be held on a long term basis. Investment securities
are stated at cost less any impairment losses that are
considered by the directors to be other than temporary,
on an individual basis.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

0]

(m)

Investment securities (continued)

The carrying amount of an individual investment is
reviewed at each balance sheet date to assess whether
its fair value has declined below the carrying amount.
When such impairment has occurred, the carrying
amount of the investment is reduced to its fair value
and the amount of the impairment is charged to the
income statement in the period in which it arises.

When the circumstances and events which led to the
impairment in value cease to exist and there is
persuasive evidence that the new circumstances and
events will persist for the foreseeable future, the
amount of the impairment previously charged is
credited to the income statement to the extent of the
amount previously charged.

Other investments

Other investments are investments in equity securities
or unit funds held for trading purposes and are stated
at their fair values on the basis of their quoted market
prices at the balance sheet date, on an individual
investment basis. The gains or losses arising from
changes in the fair value of other investments are
credited or charged to the income statement in the
period in which they arise.
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(n) =FE (n) Inventories
7 & Th AR AN {8 2 AT # 3R Inventories are stated at the lower of cost and net
FEZBEETER - KA realisable value. Cost is determined on the weighted
BNEMETFSEEE average basis and, in the case of work in progress and
TE v A B o R BLAK finished goods, comprises direct materials, direct labour
mZKABERBIEEEM and an appropriate proportion of overheads. Net
B BEES T RIZEHS realisable value is based on the estimated selling prices
Bl 2EBR - A #RF less any estimated costs to be incurred to completion
B TR B S R A and disposal.

EHTRERRDEmME
2 MR AGTE -

(o) BERBEELZH (o) Cash and cash equivalents
MEEHERERMS - For the purpose of the consolidated cash flow
RehBEeSERETFE statement, cash and cash equivalents comprise cash
Be - BT URE on hand and demand deposits, and short term highly
HmZRERZIKE - liquid investments which are readily convertible into
ZERE W B EKRE KR, known amounts of cash and which are subject to an
B o AIEEZER A IR insignificant risk of changes in value, and have a short
AAMEE s RS  BRE maturity of generally within three months when
AR 2 ZIHARS IR — AR T 8 acquired, less bank overdrafts which are repayable on
B=EA @ WHEERE demand and form an integral part of the Group’s cash
MEEEERARNERES management.

ERFEND 2RITE

=

REEREBERMS He For the purpose of the balance sheet, cash and bank
N SR 1T 45 62 B 45 B PR I B balances comprise cash on hand and at banks,
B FEHREASRRITER including term deposits, which are not restricted as to

(BRETHERK) use.



Notes to Financial Statements m B & 3R & s

30 June 2005

—“EERFAA=TH

Annual Report 2005 “F i

s FEEFHBR ®

(p)

(a)

BB

MEBEEHMEBHALE
BAERALZEREER
£ BERXBAIREEHUR T
RBEMBmABITEME - X
REAEEEMAREZH
B RIZARLLEH R

HEEEEREEALZ
b QIR BB REE
BITRRAERBRAXR
BEBZIRME - B EE
Mz e Rz BER RS
RIVVERBKA ©

FRiSHt

PS¢ m BN B 18 BB T
IR

BN EARR IR R IR 1B & W RR
MW - REEBRA
ZHERFHE 2 BRARMNE
B WHBEFE ZEN
BIAEH AR -

2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(p)

(a)

Provisions

A provision is recognised when a present obligation
(legal or constructive) has arisen as a result of a past
event and it is probable that a future outflow of
resources will be required to settle the obligation,
provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the
balance sheet date of the future expenditures expected
to be required to settle the obligation. The increase in
the discounted present value amount arising from the
passage of time is included in finance costs in the
income statement.

Income tax

Income tax comprises current and deferred tax.
Current tax is the expected tax payable on the taxable
income for the year using tax rates enacted at the

balance sheet date, and any adjustment to tax payable
in respect of previous years.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(a)

Income tax (continued)

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 recognised for all taxable
temporary differences, and deferred tax assets are
recognised to the extent that it is probable that taxable
profits will be available against which deductible
temporary differences can be utilised. Such assets and
liabilities are not recognised 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 tax profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, associates and joint ventures, 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.

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. Any such reduction is reversed to the
extent that it becomes probable that sufficient taxable
profit will be available.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(q) Income tax (continued)

Deferred tax assets and liabilities are not discounted.

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset realised. Deferred tax is charged or
credited to 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.

(r)

Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when
the revenue can be measured reliably, on the following
bases:

(i)

(ii)

(iii)

from the sale of goods, when the significant risks
and rewards of ownership have been transferred
to the buyer, provided that the Group maintains
neither managerial involvement to the degree
usually associated with ownership, nor effective
control over the goods sold;

rental income, on a time proportion basis over
the lease terms;

interest income, on a time proportion basis,
taking into account the principal outstanding and
the effective interest rate applicable; and

dividend income, when the shareholder’s right
to receive payment has been established.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(s)

Employee benefits

Pension scheme

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Mandatory Provident Fund
Schemes Ordinance, for those employees who are
eligible to participate in the MPF Scheme. Contributions
are made based on a percentage of the employees’
basic salaries and are charged to the income statement
as they become payable in accordance with the rules
of the MPF Scheme. The assets of the MPF Scheme are
held separately from those of the Group in an
independently administered fund. The Group's
employer contributions vest fully with the employees
when contributed into the MPF Scheme.

Prior to the MPF Scheme becoming effective, the Group
operated a defined contribution retirement benefits
scheme (the “Prior Scheme”) for those employees who
were eligible to participate in this scheme. The Prior
Scheme operated in a similar way to the MPF Scheme,
except that when an employee left the Prior Scheme
before his/her interest in the Group's employer
contributions vested fully, the ongoing contributions
payable by the Group were reduced by the relevant
amount of the forfeited employer’s contributions.

The employees of the subsidiaries which operate in
the People’s Republic of China except Hong Kong
("Mainland China") are required to participate in a
retirement benefits scheme (the “RB Scheme”)
operated by the local municipal government. These
subsidiaries are required to contribute a certain
percentage of their payroll to the RB Scheme to fund
the benefits. The only obligation of the Group with
respect to the RB Scheme is to pay the ongoing required
contributions under the RB Scheme. Contributions
under the RB Scheme are charged to the income
statement as they become payable in accordance with
the rules of the RB Scheme.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(t)

(u)

(v)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, that
is, assets that necessarily take a substantial period of
time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets.
Capitalisation of such borrowing costs ceases when
the assets are substantially ready for their intended use
or sale. Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs capitalised.

Dividends

Final dividends proposed by the directors are classified
as a separate allocation of retained profits within the
capital and reserves section of the balance sheet, until
they have been approved by the shareholders in a
general meeting. When these dividends have been
approved by the shareholders and declared, they are
recognised as a liability.

Interim dividends are simultaneously proposed and
declared, because the Company’s memorandum and
articles of association grant the directors the authority
to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability when
they are proposed and declared.

Foreign currencies

Foreign currency transactions are recorded at the
applicable exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated in
foreign currencies at the balance sheet date are
translated at the applicable exchange rates ruling at
that date. Exchange differences are dealt with in the
income statement.
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2.

PRINCIPAL ACCOUNTING POLICIES

(continued)

(v)

(w)

Foreign currencies (continued)

On consolidation, the financial statements of overseas
subsidiaries, associates and joint ventures expressed in
foreign currencies are translated into Hong Kong dollars
using the net investment method. The income
statements of overseas subsidiaries, associates and joint
ventures are translated into Hong Kong dollars at the
weighted average rates for the year, and their balance
sheets are translated into Hong Kong dollars at the
exchange rates ruling at the balance sheet date. The
resulting translation differences are included in the
exchange fluctuation reserve.

For the purpose of the consolidated cash flow
statement, the cash flows of overseas subsidiaries are
translated into Hong Kong dollars at the exchange rates
ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which arise
throughout the year are translated into Hong Kong
dollars at the weighted average exchange rates for the
year.

Related parties

Parties are considered to be related if one party has
the ability, directly or indirectly, to control the other
party or 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. Related parties may be individuals or
corporate entities.
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EXHRE=(a) Pt & 5T B R &
B BiRalaERcFEMT

as follows:

The effects of changes in accounting policies described in
note 2(a) above on the consolidated income statements are

2005 2004
FET FHEIT
HK$°000 HK$'000
R, G Increase/(Decease) in net profit
& —THIRE Y Disposal of an investment property* (17,223) =
WEWMFE 2 N TERHE Fair value adjustments of investment
FisE+=) properties (note 13) 109,865 =
HE—IEIREYER AL Deferred tax liabilities released to
Zam Kk 2 FERIE income statement upon disposal of
afE FrsE=1+73 an investment property (note 26) 4,963 =
FIEEMENTEESE Deferred tax liabilities arising from changes in
A ZIRERIAAE fair value of investment properties
HIEFE=+7) (note 26) (19,226) -
DEAR R R 1S N Increase in minority interests (34,476) =
o AEBEEABSETERIZE40 @ The Group has applied the relevant transitional provisions in HKAS

SR ARERE GRS - Bt 0 R
—ETMFLA—AREEME
EHFEEAREZECERESE
REEZREBEF o RERES
ST ERISFA05% R - AREE ER]
BEHEREWE Z ke
17,223,000%8 7 (R &t R &%
&) DA EEERENES
mEEZEZEREX N
28,362,000/ 8 LA R A FER
L ERLEREMEMEEY
BHEEM11,139,00087T ° A
i+ RIRAE S EERIZE 4055
% BAEFEREEMESHERHE
HETERC BT ERERER
FERBRAMN - MIEBAYE
=Bt RAFEHFSLER
811,139,000/ 7T ©

40, as a result of which, the amount held in the investment
properties revaluation reserve at 1 July 2004 has been transferred
to the Group’s retained profits. Before the adoption of HKAS 40,
the Group would have recorded a gain on disposal of an
investment property of HK$17,223,000, after taking into account
the surplus, which was before deferred tax charge, of
HK$28,362,000 transferred from investment property revaluation
reserve and the decrease in fair value together with the
professional fee incurred on disposal of the investment property
of HK$11,139,000. However, upon adoption of HKAS 40, the
surplus recognised in prior years in the investment properties
revaluation reserve was directly transferred to retained profits in
current year instead of credited to income statement. Accordingly,
a loss on disposal of HK$11,139,000 was recognised in current
year.
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BEZREHR 3.

SUMMARY OF THE EFFECTS OF THE

CHANGES IN ACCOUNTING POLICIES

(continued)

The effects of changes in

accounting policies described in

note 2(a) above on the consolidated balance sheet as at 30

—ETNFLA—HZERAEE June 2004 and 1 July 2004 are as follows:-
BERZEZEWNT :
et
BHRE tA-H
R-ZEME FEERET RITINE ZRE  R-EINE
~NB=TH EHZEE ~NB=TH gt tA-H
(MERIZ5)  ZRBENH (mE5) ERIZE405; (mE5)
Asat Retrospective Asat  Adjustments As at
30June2004  adjustments 30 June 2004 on 1July 2004 1 July 2004
(as previously stated) ~ HK(SIC)-Int21  (as restated) HKAS40  (as restated)
Fh1 FAr Fhr T TAL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEFE M/ (A2) Increase/(Decrease) in net assets
BEHEGE Deferred tax liabilities (1,982) (8,563) (10,545) - (10,545)
REEM,/ (BD) Increase/(Decrease) in equity
REMEEREE Investment properties
revaluation reserve 53,708 (8,563) 45,145 (45,145) -
RERA] Retained profits 106,991 - 106,991 45,145 152,136

RERAM B M BREERE
rEER-_TT=FtA—HZ

to the Group’s equity as at 1

Pt 2 AR BB an

The financial effects of the early adoption of the new HKFRSs

July 2003 are summarised below:

BT
R-ZZ=F FEERSH NR-TZ=F
~HA—H ERZEE tH—H
(ERZ5) ZREHE215 (FnE5l)
As at Retrospective As at
1June 2003  adjustments 1 July 2003
(as previously stated) HK(SIC)-Int 21 (as restated)
TFET FET FET
HK$'000 HK$'000 HK$'000

RENMFESHHE Investment properties

revaluation reserve 2,149 (376) 1,773
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SEGMENT INFORMATION

Segment information is presented by way of two segment
formats: (i) on a primary segment reporting basis, by business
segment; and (ii) on a secondary segment reporting basis,
by geographical segment.

The Group's operating businesses are structured and
managed separately, according to the nature of their
operations and the products and services they provide. Each
of the Group’s business segments represents a strategic
business unit that offers products and services which are
subject to risks and returns that are different from those of
other business segments. Summary details of the business
segments are as follows:

(@)  design, manufacturing, marketing and trading of fine
jewellery and diamonds;

(b)  property investment and development; and

(c) investment and others.

In determining the Group’s geographical segments, revenues
are attributed to the segments based on the location of the

customers and assets are attributed to the segments based
on the location of the assets.
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SEGMENT INFORMATION (continued)

(a)

ESEVGT

Business segment

The following tables present revenue, profit and certain
asset, liability and expenditure information for the

Group’s business segments.

HERERLRERES RERAM

Property investment  Manufacturing and trading Investment G&
and development  of jewellery and diamond and others Consolidated
2005 2004 2005 2004 2005 2004 2005 2004
Tén T TEn T Tin TAL TiEn T#m
HKS'000  HKS'000  HK$'000  HK$'000  HKS$'000  HKS'000  HKS'000  HK$'000
DHUA - Segment revenue:
HETHREP Sdestoextenal customers 17,733 4433 1219043 1239862 4208 2,003 1241084 1246298
ify Others - - - -6 2789 206 2789
17,733 4433 1219143 1,239,862 6,234 4792 1,283110 1,249,087
PHEE Segment restlts 109,499 3375 12135 20,783 (6,576) (3317) 115,058 20,841
AARFER Unallocated expenses (2907)  (1,405)
e kan) Profit from operating activites 12151 19436
BENA Finance costs (5497)  (1,409)
FElBE AR Share of profits less losses
wHlEE of associates - = 1,384 3127 = = 1,384 3127
el — R Share of profit of a ointly
ERE controlled entity 117 - - - - - 17 -
YE-Rend Amortisation of goodwill on
LEERH acquisition of an associate - - (140 (1411 = =m0 (141
BAIER Profit before taxation 106,745 19743
HA Taxation (2280)  (597)
At DERERERRTER  Profit before minority interests 83938 13786
DERRER Minorty iterests (34119 1418
KRR Net profit attributable
to shareholders 49,819 15,04
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M~ EER @ 4. SEGMENT INFORMATION (continued)
(a) EBDE (&) (a) Business segment (continued)
WERERER  FERERZZERES REREM
Property Investment  Manufacturing and trading Investment Ge
and development  of jewellery and diamond and others Consolidated
2005 2004 2005 2004 2005 2004 2005 2004
Tz TAr TRt  TEr THEn  ThAr TR TEn
HKS$'000  HKS'000  HK$'000  HK$'000  HKS'000  HKS'000  HKS$'000  HK$'000
(Inz51)
(as restated)
PHEE Segment assets 610227 314864 587,638 487,797 44,944 63425 1,282,809 866,086
REENIRE Investments in associates = = 8,304 9,363 = = 8,304 9,363
R—RRFEHEE Investments in a jointly
ZRE controlled entity 89,612 - - - - - 89612
AOREE Unallocated assets 49255 77819
BELE Total assets 1,389,980 953,268
PHaE Segment liabilities 64,553 7780 268186 211,975 1,502 1865 334241 221,620
BEBRTETRER  Bank loan and overdrafts, secured 305919 93,008
AORAR Unallocated liabilities 51,649 18,858
L Totallibilities 691809 333486
HfHHEH : Other segment information:
il Depreciation - - 10845 8174 - - 10845 8174
WE-RHERT Amortisation of goodwill on
LEER acquisition of an associate - - 1410 1411 - - 1410 1411
HRERY Non-cash expenses - - 1787 9074 20201 151 27988 10325
BREY Capital expenditure 361,135 128,080 14,778 25,555 - - 375913 153,635
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(b) HESDF

4. SEGMENT INFORMATION (continued)

(b) Geographical segment

TREJIAEE MR D H
ZWA - XBERETEE

The following table presents revenue, results and
certain asset and expenditure information for the

BRI EHYL o

Group's geographical segments.

LEM B B i &4
North America Europe Hong Kong Other areas Consolidated
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
fér Thr FEr  Tér TEr TEr  TErn  TEr  TEr  TEn
HKS$'000  HKS'000  HKS$'000  HK$'000 HKS'000 HKS'000  HK$'000  HKS'000  HKS$'000  HK$'000
AHMA T Seqment revenue:
HEFHR  Salestoexternal
ZF customers 554470 599,055 534114 531576 142,048 109,241 10,452 6,426 1,241,084 124629
i Others - - - - 206 2789 - - 206 2789
1,243,110 1,249,087
EATER : Other segment information:
PPEE Segment assets 111469 69764 96373 71969 876,620 742939 289,110 66,146 1373572 950,868
APEEE  Unallocated assets - = = - - = = - 16408 2400
EEEE Total assets 1,389,980 953,268
EARY Capital expenditure - - 256 626 362580 130266 13,077 22743 375913 153635
R ¥ X1 5. TURNOVER

ERBIELHREERE SN
BREELEMIBERFE
WAL - MBBARKE 2K

BN -

AEEEXB IO

&

investments.

Turnover represents the net invoiced value of goods sold,
after allowances for returns and trade discounts, gross rental
income, interest income and dividend income from

An analysis of the Group’s turnover is as follows:

2005 2004

FET FAEIL

HK$000 HK$'000

HEEm Sale of goods 1,223,351 1,241,865
HeWAFRE Gross rental income 17,733 4,433
M EWA Interest income 1,600 2,376
15& 2 iR B A Dividend income from investments 426 413
1,243,110 1,249,087
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N REBREEBZEN 6. PROFIT FROM OPERATING ACTIVITIES

2005 2004
FET FET
HK$000 HK$°000
REERBEEEG 2 The Group’s profit from operating activities
Ak, GTA) is arrived at after charging/(crediting):
LATRIE B R
EELEFERA Cost of inventories sold 1,145,689 1,155,072
HELET T Direct operating expenses 1,821 475
FrE HaE+2) Depreciation (note 12) 10,845 8,174
R EFRL T 1 Minimum lease payments under operating
REF 2 s REE R leases on land and buildings 6,037 4,200
ZE A & Auditors’ remuneration 653 630
BTHA (BIEESEME  Staff costs (including directors’ remuneration
—MizE=+=) : — note 32):
ITERF® Wages and salaries 65,756 61,313
RRET 2R Retirement scheme contributions 1,917 2,280
A BURIZ R Less: Forfeited contributions = (9)
67,673 63,584
FEREE Provision against inventories* 5,398 7,034
FEWE F R IEEE Provision for trade receivables 2,187 1,697
WEBFRERE Provision for impairment of investment
securities 652 1,251
1 RS Bad debt written off 1,622 211
M - BB KR Provision for impairment of property, plant
BEEME B+ and equipment (note 12) 6,390 -
HEMZE BB Loss on disposal of property, plant and
L& EEE equipment 204 132
HE—IBREYEEE  Loss on disposal of an investment property 11,139 =
H R E D #IB M ARSI Realised and unrealised (gains)/losses on
Uz /58 other investments (4,888) 1,255
SN LK 2 ) F BR Exchange gains; net (5,566) (5,240)
TARFIE ~ e REAM Prepayments, deposits and other receivables
FE W SR IR 5 written off 396 =
* REEFEREE R AL *  The provision against inventories for the year was
Gliamk 2 HHER K] included in “cost of sales” on the face of the
A ° consolidated income statement.
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=g 7.

FINANCE COSTS

REH
Group
2005 2004
FET FHEIT
HK$°000 HK$'000
ARAFRNBHEE L Interest expenses on bank loans and
RITERREZ 2 overdrafts wholly repayable
MEFX within five years 605 1,023
AR A EREE 2 IRTT Interest expenses on bank loans
BERAMERX repayable over five years 4,215 386
BINEFRERZ DHILE Interest expenses on loan from a minority
B A B shareholder repayable over five years 677 =
5,497 1,409

BiIE 8.

BEENSHIVAREE 2 (h5HE
ARBURE NIRRT EN7.5% (ZTTM
F 1 17.5%) 518 o Efthih [ ER
B A 2 IR AN R 25E 2
Rl AR [ 2R I R 2 TR R ET
8 WREZFADER 2 ]/TT
AP REREAIEDL -

TAXATION

Hong Kong profits tax has been provided at the rate of 17.5%
(2004: 17.5%) on the estimated assessable profits arising in
Hong Kong during the year. Taxes on profits assessable
elsewhere have been calculated at the applicable rates of
tax prevailing in the jurisdictions in which the Group operates,
based on existing legislation, interpretations and practices in
respect thereof.

REE
Group
2005 2004
FET FEr
HK$000 HK$°000
BNAR Current:
B Hong Kong 10,460 5,093
H b= Elsewhere = 418
BAFEZBETR Under/(Qver) provision
(FREEHE) in prior years 11,348 (160)
B (M =+7%) Deferred (note 26) 143 348
21,951 5,699
FE(RTRIA : Share of tax attributable to:
AN Associates 856 258
REFHRIIIAREE Total tax charge for the year 22,807 5,957
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8. TAXATION (continued)

Reconciliation between tax expense and accounting profit

FTm Al 2 HER at applicable tax rates
2005 2004
FE FHET
HK$'000 HK$'000
BRI AU A Profit before taxation 106,745 19,743
BR A A A A IR Tax on profit before taxation,
BEERE17.5% calculated at the statutory
(ZZZNF : 17.5%) rate of 17.5% (2004: 17.5%) 18,680 3,455
REA RLEER 2% 2 B AR Effect of different tax rates of
ZAARETE subsidiaries operating in other
jurisdictions (891) 550
LN TFEM w AR E R Tax effect of share of profits less losses
ZIGEE of associates 613 (289)
—RfEEHIE RS SR Tax effect of share of profit of a jointly
2GR E controlled entity (20)
PAMBZ 2 B2 Tax effect of non-deductible expenses 5,039 3,336
EIRRRIA 2 B 5 2 Tax effect of non-taxable revenue (2,654) (1,625)
SEEBREERBER Tax effect of prior year’s tax losses utilised
ZRGRE this year (428) (832)
BEFEABRREEREL Tax effect of temporary differences not
by %2 recognised in prior years (14,047) =
AERRERE2HBTE Tax effect of temporary differences not
recognised 1,335 776
AERRBEB MG TE Tax effect of tax losses not recognised 3,832 746
BAFEZBETR/ (BEEE) Under/(Over) provision in prior years 11,348 (160)
AEEHIEX H Tax charge for the year 22,807 5,957
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N~ BEREGEF

IR FE(E 4R & 4 549,819,000/
JL(ZZEZM4EF : 15,204,0007%8
J0) B AR RIMISTRE B BRI
2 [E518 /43,385,000 ¢ (- B=
P04 : 10,669,000/ 7T) °

+- BR2

9. NET PROFIT ATTRIBUTABLE TO

SHAREHOLDERS

Of the consolidated profit attributable to shareholders of
HK$49,819,000 (2004: HK$15,204,000), a loss of
HK$3,385,000 (2004: a profit of HK$10,669,000) has been
dealt with in the financial statements of the Company.

10. DIVIDENDS

2005 2004
FET FEr
HK$000 HK$'000
HH — BREEAR0.0108 T Interim — HK$0.010 (2004: HK$0.010)

(ZZTWE : 0.010%87T) per ordinary share 2,798 2,798

BURARA — TR T BAR0.0207 7T Proposed final — HK$0.020 (2004: HK$0.010)
(ZZZM4 : 0.010%7T) per ordinary share 5,596 2,798
8,394 5,596

AERRRAHKBAFARE
BRI BT ZRFAFAE L
Bt -

+— 8REHN

BREEL AR E T THAR R AL R FE (G A
FEAIF49,819,000/8 L ( ==
ZPU4E : 15,204,000/87T) M4
AEE1TEEA%279,800,0310%

N
= =
5 o

REBE-_ZTRFR_ZTTMF
NA=ZTBEILMESE  ARF
WA P B B - MO
SRR EES BT o

The proposed final dividend for the year is subject to the
approval of the Company’s shareholders at the forthcoming
annual general meeting.

11. EARNINGS PER SHARE

The calculations of basic earnings per share is based on the
net profit attributable to shareholders for the year of
HK$49,819,000 (2004: HK$15,204,000), and 279,800,031
ordinary shares in issue during the year.

No diluted earnings per share amounts are shown as the
Company has no potential dilutive ordinary shares for the
years ended 30 June 2005 and 2004.
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+= % - BB RR 12. PROPERTY, PLANT AND EQUIPMENT
r5E
Group
Bt
EE
BF RERAE
kg Furniture,
MEEE K& fixtures,
&L Buildings and KH#zE  equipment ERIR
Leasehold leasehold Plantand  and motor Construction a5
land improvements  machinery vehicles in progress Total

TET TET TET TET TET TEL
HK$000 HK$000 HK$000 HK$000 HK$000 HK$ 000

BARRE : Cost or valuation:
R-_EEWF+A—H At 1 July 2004 17,678 30,392 51,742 32,473 19,232 151,517
AE Additions - 2,349 1,931 4,639 5,859 14,778
gz Transfers - 23,620 - 1491 (25,111) -
e Disposals - - (783) (593) - (1,376)
L AE Exchange realignment 5 7 17 (13) 20 36
RZZZRERA=1H At 30 June 2005 17,683 56,368 52,907 37,997 - 164,955
ZAHERAE Accumulated depreciation
and impairment;
R=EEWF+F—H At 1 July 2004 4,504 20,828 29,207 25,838 - 80,377
ERflE Provided during the year 557 2,912 4,601 2,775 - 10,845
HE Disposals = = 77) (553) S (630)
FERHE Provision for impairment - 85 6,122 183 = 6,390
R Exchange realignment 3 3 6 6) - 6
RZEEREAA=TH At 30 June 2005 5,064 23,828 39,859 28,237 - 96,988
REFE: Net book value:
REEREXA=TH At 30 June 2005 12,619 32,540 13,048 9,760 - 67,967
RZEENFE A=TH At 30 June 2004 13,174 9,564 22,535 6,635 19,232 71,140
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W%~ BB REE® 12. PROPERTY, PLANT AND EQUIPMENT
(continued)
RZZEZRFNA=TH - kit An analysis of the cost or valuation of the above property,
M - BB K& KA AE plant and equipment as at 30 June 2005 is as follows:
DT :
B4
£E
BF FERAE
rHEE Furniture,
B W5 fixtures,
#ELH  Buildings and RHes equipment
Leasehold leasehold Plant and and motor ek
land improvements machinery vehicles Total
FHET FAT FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
A At cost 5,679 56,225 52,907 37,997 152,808
—NNEZ At 1988 directors’
EZfhE valuation 11,870 - - - 11,870
—NEFZ At 1995 directors’
BZfhE valuation 134 143 - - 277
17,683 56,368 52,907 37,997 164,955

AEBZETHELHEETE
R=NN\NEFE=ZAR—ANEF
TABRESETER - IRAE
BERBERES T BEBERE 17
2 BEEGXAREL ZHR
- ReEREENE  BER
R NERRAEEYIR ETE
MZHRE - ME—NNAAFIE -
WiEHASE 2 HE -3t R IEF
EITERES -

Certain of the Group’s leasehold land and buildings were
revalued by the directors in March 1988 and May 1995. Since
1995, no further revaluations of the Group’s leasehold land
and buildings have been carried out, as the Group has relied
upon the exemption granted under the transitional provisions
of SSAP 17, from the requirement to carry out future
revaluations of its property, plant and equipment which were
stated at valuation at that time.



Annual Report 2005 “F i

Notes to Financial Statements m B & 3R & s

30 June 2005
ZETRFA=TH

+=

- M~ BB RERtE )

M2 SRS i MEF T AFES
AR R ITE KRR EE B S
8% - AJEBRM(E G 5492,922,000
BT (ZZZ M4 ¢ 3,003,000/
JT) °

AN B T E + 3 Ty 3% AR HAFE 49
BA  URESRRER 2 HE
B+ BREFE D B A8,542,000
BT (ZEZ 4 : 8,747,000/
7t) 4,077,000 7T (=22 Y
£ 1 4,427,000 7T) °

RZFEERFA=1+H &
EEETHE T REF 2R
SEEAA9,442,0008 T (=
ZPU4E : 10,253,000/87T) M
1,220,000/ 7T (- BZT P04 : 4)
2B TS R ikes B T 18 DA fE
REBER T —RIRTEE (H:E
=+m) -

12.

PROPERTY, PLANT AND EQUIPMENT

(continued)

Had these leasehold land and buildings been carried at
historical cost less accumulated depreciation and impairment
losses, their carrying amounts would have been approximately
HK$2,922,000 (2004: HK$3,003,000).

The Group's leasehold land is held under medium term leases
and the net book value of leasehold land situated in Hong
Kong and Mainland China amounted to HK$8,542,000
(2004: HK$8,747,000) and HK$4,077,000 (2004:
HK$4,427,000), respectively.

At 30 June 2005, the Group’s certain leasehold land and
buildings with a net book value of approximately
HK$9,442,000 (2004: HK$10,253,000) and certain plant and
machinery of HK$1,220,000 (2004: Nil) were pledged to
secure general banking facilities granted to the Group (note
24).
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= HEWE 13. INVESTMENT PROPERTIES

rEH

Group
2005 2004
FET FHET
HK$'000 HK$°000
RtA—HBZEEAE Carrying amount as at 1 July 314,500 4,580
NE Additions 361,135 105,089
EREERYE Transfer from property under development = 151,638
HE Disposals (180,000) =
E iSRS Surplus on revaluation = 53,193
NHERE Fair value adjustments 109,865 -
RANA=+HZERmE Carrying amount as at 30 June 605,500 314,500

AEBZIREMELNEE - X
AR ERTHAIRSE -

Wi .Z?xéf%%ﬁf\_? T RHF
A.G.Wilkinson & Associates?ﬁi’&
FmEKREAEEESHHE
/605,500,000/8 70 (ZZZ Y
£F 1 314,500,000 7T) ° RIEF
B E X3 2 BB S5
HERIZEA05R1% - REFMGEMmE
Z R FEFEFE109,865,0007F
TTEARFEERE 2 ixElEmR o 1©
HE_ZTNFNA=THILF
B RAEdmEEZEHBR
53,193,000/ 8 T AL EYIFE
151%%1% a0 X s = (a)Frat
CBR-ZZETNFELA—HZ
%@%}J{%Eﬂ/mﬂﬁﬂj FHEE o

R-ZBEREA=1H K&
E{8{8605,500,000 T 2% &
Y13 (ZZZPU4E : 314,500,000
YBIT) B TR - LAE AR EEER
—RBITEE EE=1m) -

The Group’s investment properties are situated in Hong Kong
and are held under medium term leases.

The Group's investment properties were revalued on 30 June
2005 by A. G. Wilkinson & Associates, an independent firm
of professional valuers, at HK$605,500,000 (2004:
HK$314,500,000) on an open market existing use basis. A
fair value adjustment on revaluation of HK$109,865,000
arising therefrom was credited to the consolidated income
statement for the year upon the early adoption of HKAS 40
as detailed in note 3 above. A surplus of revaluation of
HK$53,193,000 arising therefrom during the year ended 30
June 2004 was credited to the investment properties
revaluation reserve which was adjusted to the opening
retained profits on 1 July 2004 as detailed in note 2(a) above.

At 30 June 2005, the Group’s investment properties with a
value of HK$605,500,000 (2004: HK$314,500,000) were
pledged to secure general banking facilities granted to the
Group (note 24).
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+0m - HE 14. GOODWILL

BANEA TR E M — PTREAL - R
METEHERF30 5 - A%
EERAETTERERE30 R
ER MR BRGCHLER R =

As detailed in note 2 to the financial statements, on the
adoption of SSAP 30, the Group applied the transitional
provision of SSAP 30 that permitted goodwill in respect of
acquisitions which occurred prior to 1 July 2001 to remain

TE—F+A— A ZARKIEN
EL 7 HBRBERARERNY
8o

R-ZFT—FLA—HAEKE
MEBARMES  WREE_T
ERFENA=ZTHZEARHEAR
BRS¢

eliminated against consolidated reserves.

The amount of goodwill remaining in consolidated reserves
as at 30 June 2005, arising from the acquisition of subsidiaries

prior to 1 July 2001, is as follows:

REE Group
ERRE R A S 2 A2
Goodwill
eliminated against
retained profits
F#ET
HK$°000
AN Cost:
A—ZEMELA—BRK At 1 July 2004 and
—EERFARA=TH 30 June 2005 36,096
ZEHRE : Accumulated impairment:
R=ZZENFLtA—HEK At 1 July 2004 and
—ERRFAA=1H 30 June 2005 -
BRENFE : Net book value:
R-ZZENFELA—HRK At 1 July 2004 and
—EERFEASA=TH 30 June 2005 36,096
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+H - RMB AR Z#EE 15. INTERESTS IN SUBSIDIARIES
¥ /N
Company

2005 2004

FET FET

HK$000 HK$°000

JE LTI « AR AR Unlisted shares, at cost 95,261 95,261
TRE R Provision for impairment (23,964) (27,264)
71,297 67,997

i By NN Due from subsidiaries 604,154 529,784

FE BT /B8~ =1 5RIE Provision against amounts

B due from subsidiaries (102,000) (65,000)
502,154 464,784

573,451 532,781

AL ANGIE Due to subsidiaries 43,804 42,008

BB R E 2 ERTERR - £
B BEREERBTRE+ =
B ARER - HIREERESRF
KB EW—MEA
39,012,000 T (ZEFZ
35,980,000/ 7T) BRI

AIFIE

Ei-

The balances with subsidiaries are unsecured, interest-free
and not repayable within the next twelve months from the
balance sheet date, except for an amount due from a
subsidiary of HK$39,012,000 (2004 : HK$35,980,000) which
is interest bearing at Hong Kong prime rate.
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R-ZZRAFNA=1TH B

15.

INTERESTS IN SUBSIDIARIES (continued)

Particulars of the principal subsidiaries as at 30 June 2005

MEARZFFENT : are as follows:
EMAL/ BRI/
BRREEHE BRTRAEE AR
Place of Nominal value REBDE
incorporation/ of paid-up Percentage of
2 registration registered/issued equity attributable FEEK
Name and operations share capital to the Company Principal activities
E# 553
Direct Indirect
EREMRERARAR BB 2087 100 - ERESRITE
Amco Jewelry Limited Hong Kong HK$20 Diamond trading and
polishing
Continental Investment &k 100,000/7¢ 100 - RE#ER
Company Limited Hong Kong HK$100,000 Investment holding
ERREEHRARAT &b 10,000,000/57C 100 - KEAMRERIE
Continental Jewellery (Mfg.) Hong Kong HK$10,000,000 Jewellery manufacturing
Limited and wholesaling
1B A ERRARARA &b 11,700,000% 7 80 - REERRE
Optik Technologies Limited Hong Kong HK$11,700,000 Optical fibre connector
manufacturing
CJ. (UK) Limited* B 1,000%8 - 100 REAMHIE
United Kingdom (GBP1,000 Jewellery wholesaling
EEREARAA 55 500,000/ 100 - BB
Diamond Creation Limited Hong Kong HK$500,000 Investment holding
EEHESTARAR Bk 10,000,000/57C - 100 RERR
Diamond Creation Goldsmith Hong Kong HK$10,000,000 Investment holding
Limited
B EARAA BiE AT - 100 ESIE
Continental Property Hong Kong HK$2 Property investment
Holdings Limited
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INTERESTS IN SUBSIDIARIES (continued)

MR,/ BRI/
BRREE BRTRAEE RO
Place of Nominal value REBD
incorporation/ of paid-up Percentage of
£ registration registered/issued equity attributable FTEER
Name and operations share capital to the Company Principal activities
ER 554
Direct Indirect
ENRBRENSRHREARAR! § 8,667,659% 7 - 60 B BMEE
Guangzhou Free Trade Zone Mainland China HK$8,667,659 Jewellery manufacturing
Continental Jewellery Co. Ltd.*
HEEHRRLA* & 100,000/57C - 63 ERESRITE
Jestar Trading Limited* Hong Kong HK$100,000 Diamond trading and
polishing
BMAEBRBRAR i 6,300,000/57C - 63 BRESRITE
Quzhou Hongji Diamond Limited** Mainland China HK$6,300,000 Diamond trading and
polishing
Larchridge Limited Bh % 100 = RAER
Hong Kong HK$20 Investment holding
BABRFHEARAA &E 78,000%7C - 100 BB
Wilber Investments Limited Hong Kong HK$78,000 Investment holding
EBHRERE (I BRAE  +E 2,500,000% 7 - 100 A RMEE
Wilber Investments Mainland China US$2,500,000 Wooden products
(Jiangmen) Limited? manufacturing
RARRRARAR & 6,000,000/57C 100 - RERR
Ming Xiu Diamond Cutting Hong Kong HK$6,000,000 Investment holding
Factory Limited
RARBR (&R BARRA! Gl 11,000,000/57C - 100 BRESRITE
Ming Xiu Diamond Cutting Mainland China HK$11,000,000 Diamond trading and
Factory (Panyu) Limited? polishing
{BF3KE (1P AR AR i 26,370,530 - 100 EAMEE
Continental Jewellery (Jaingmen) ~ Mainland China HK$26,370,530 Jewellery manufacturing
Co. Ltd*
Patford Company Limited A 10,000787C - 100 nERE
Hong Kong HK$10,000 Property investment
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+3 - KRB AR ZHERE @ 15. INTERESTS IN SUBSIDIARIES (continued)

iR/ E#Riif/
BOREEhE BRTRAEE RO
Place of Nominal value ENEd
incorporation/ of paid-up Percentage of
£ registration registered/issued equity attributable TEER
Name and operations share capital to the Company Principal activities
HE 5554
Direct Indirect
Realford Company Limited Bk 10,0008 7T - 100 NERE
Hong Kong HK$10,000 Property investment
Vieway Investments Group KBRIHS 2XT 100 - REER
Limited British Virgin Islands Uss§2 Investment holding
Yett Holdings Limited EBRIHS 100%7T 100 - REER
British Virgin Islands US$100 Investment holding
Henble Limited B 10,0007 100 = YES T
Hong Kong HK$10,000 Property development
B BRAE] &b AT 100 - WERE
City Treasure Limited Hong Kong HK$2 Property investment
SHREHRERAR &b 1,000,00057 - 100 BREARITE
Anglesey Jewellery Hong Kong HK$1,000,000 Diamond trading and
Manufacturing Limited polishing
ERERARAR &b 10,0007 - 100 BRESIITE
Conti Diamond Limited Hong Kong HK$10,000 Diamond trading and
polishing
Man Yue Jewelry (Factory) Bk 10,000,000387% = 100 EREFRITE
Limited Hong Kong HK$10,000,000 Diamond trading and
polishing
Continental Diamond G 7,497,760% - 100 ERESIITE
(Jiangmen) Co. Ltd* Mainland China HK$7,497,760 Diamond trading and
polishing
Master Gold Development RERRES 1%L - 100 RAER
Limited British Virgin Islands Us$1 Investment holding
Crystal Gain Development EBRAHS 10037 - 55 NERE
Limited British Virgin Islands US$100 Property investment

& SR BE B E TR ES * Not audited by Grant Thornton Hong Kong or other Grant
sHENfT 2 b BBR Ak 8 A &l Thornton International member firms.
2o

# KA Bz Z2INEREE - # Wholly foreign-owned enterprise registered in the Mainland China
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BEERR - ERIURAATE ZHK
BRAIEBZEAFEZRE
SRR EEEEFE L BAR
7o BEERRREHEMBHEAR
ZHBREERRREBMHITE

R—BRGEEHB ATz ER

INTERESTS IN SUBSIDIARIES (continued)

The above table lists the subsidiaries of the Company which,
in the opinion of the directors, principally affected the results
for the year or formed a substantial portion of the net assets
of the Group. To give details of other subsidiaries would, in
the opinion of the directors, result in particulars of excessive
length.

Interests in a subsidiary not consolidated

REE
Group
2005 2004
FEBT FEr
HK$’000 HK$°000
TAE R Capital contribution 7,500 7,500
e — P BB A Al SR IE Due from a subsidiary 804 804
8,304 8,304
B ORERE Less : Provision for impairment (8,304) (8,304)

RiGBZHBARZFBMT

Particulars of the non-consolidated subsidiary are as follows:

N )3

T R A 2 RAB AL

Place of FMER  Percentage of equity
£ registration Registered attributable to the IERER
Name and operations capital Company Principal activities

it
Indirect
8% (BM) R E &R & 10,000,000/ 7T 56 R
BRARMERKE]) Mainland China  HK$10,000,000 In the process of liquidation

Conti Jewelry (Guangzhou)
Limited ("Conti Jewelry")

EFERBILARGE AR - RAA
REBAREBVIEHIEZE - &
It BERAETEAHZMBA
AIZERE - BAFEERZNE
DR ZFAE AT, 500,000 7T %
JFEU 2 FIES04,000 EITiEH &
s o Br EuiEIESN - BFEIK
FWEL QR EAER o

Conti Jewelry has not been consolidated because the Group
does not effectively control its operations. Accordingly, in
the opinion of the directors, it would be inappropriate to
consolidate the accounts of this subsidiary. Full provision had
been made in prior years against the capital contribution
made in this subsidiary of HK$7,500,000 and the amount
due therefrom of HK$804,000. The Group has no exposure
to Conti Jewelry other than the amounts stated above.
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TR REBEQRIZKRE 16. INVESTMENTS IN ASSOCIATES
REE biN/NE|
Group Company
2005 2004 2005 2004
FEx FET FET FET
HK$’000 HK$'000 HK$'000 HK$'000
3E AR « ¥R Unlisted shares, at cost = = 9,387 9,385
E(hEEFE Share of net assets 8,304 7,953 = =
WRBBEE A 2 R SHP92E Unamortised goodwill on acquisition - 1,410 - =
8,304 9,363 9,387 9,385
WEREE Provision for impairment - - (2,000) (2,000)
8,304 9,363 7,387 7,385
ANk =23 Balances with associates
REE P N/NC|
Group Company
2005 2004 2005 2004
FET FET FET FET

HK$000 HK$'000 HK$000 HK$'000

JE Ui B 2 A B F0A Due from associates 5,244 2,092 25 8
e —FE @‘ﬁ%’/}ﬁ?ﬂﬁ Due to an associate (764) (1,622) = -
SHE N R TVEIEE - ¢ The balances with associates are unsecured, interest-free and
BREREE ?ﬁtﬁﬂ ° have no fixed terms of repayment.
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it

T3 REEERRIZKRE @ 16. INVESTMENTS IN ASSOCIATES (continued)
RZZEZRFAA=1+H B Particulars of the associates as at 30 June 2005 are as follows:
RAEIZFHIBWT -

KEEEL
ML B FifsEs
RE&E Aokt
Place of Percentage of
Y incorporation/  ownership interest
% Business registrationand attributable to the FEEHK
Name structure operations Group Principal activities
B (ER) BRERA A N BE 20 REHER
Hanny (Far East) Diamond Corporate Hong Kong Investment holding
Limited*
HEENEHERATE N hE 36 RE AHEE R
General Jewellery (Shanghai) Corporate Mainland China Jewellery manufacturing and
Company Limited* wholesaling
EMREEhERERA R AF] BF 50 TRE A fhaE
Real Jewellery Limited* Corporate Hong Kong Jewellery manufacturing
Masingita Mining & Minerals AF] [ 22l 25 REEDB
(Pty) Limited* Corporate The Republic of Mining operations
South Africa
FDD Limited * NG B 25 KEEHES
Corporate Hong Kong Jewellery trading

* Not audited by Grant Thornton Hong Kong or other Grant
Thornton International member firms.
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+75 s REBFENRZzHEE® 16. INVESTMENTS IN ASSOCIATES (continued)

R RE— R L AR EE MR
BEARBERIMNBZERRZKE]
FIREEZ B EAREEREN

The amount of goodwill capitalised as an asset under
“Investments in associates” in the balance sheet, arising from
the acquisition of an associate, is as follows:

-
REE Group
[EES
Goodwill
FET
HK$°000
B Cost:
RZZZMFELHA-HBR At 1 July 2004 and
—ETRFRA=TH 30 June 2005 4,232
ZrtEes Accumulated amortisation:
RZZZTMFLH—H At 1 July 2004 2,822
REFHE Amortisation provided during the year 1,410
R-EZRFAA=ZTH At 30 June 2005 4,232
BREFE : Net book value:
A—EERFRA=1H A 30 June 2005 -
RZZEZWNFARA=1H At 30 June 2004 1,410
REBRARFEDHEEE QT2 The Group's share of net profits retained by the associates

1REB 457 A295,00078 7T (=
TRPOE : 1,941,000 7T) ©

AEBR _EZRFANA=1H
D& AR 2 W& 25T EAL
£598,000/8 L (ZEZ P4

893,000/ 7T) °

for the year amounted to HK$295,000 (2004:

HK$1,941,000).

(2004 : HK$893,000).

The Group’s share of the post-acquisition accumulated deficits
of associates as at 30 June 2005 amounted to HK$598,000
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+t E’EFEJ G| B e 17. INTERESTS IN A JOINTLY CONTROLLED

ENTITY

rEE

Group
2005 2004
FETT FET
HK$’000 HK$'000
[ EEFE Share of net assets 312 =
F—EERIZEHEE 253 Loan to a jointly controlled entity 89,300 -
89,612 -
BT HEIEGEE 2 ERTEE The loan advanced to the jointly controlled entity is unsecured,
A 2 B BAENEE BT — interest-free and is not repayable within one year from

FARER - balance sheet date.

rEE

Group
2005 2004
FET FHET
HK$'000 HK$'000
FEU — R Rl B B X Due from a jointly controlled entity 18 -
HENEH B RE 2 B er IR The balance with the jointly controlled entity is unsecured,

%E&?ﬁlm%?ﬂ 1 o interest-free and has no fixed terms of repayment.
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+t - - R—EEEEEE 17. INTERESTS IN A JOINTLY CONTROLLED

ZHERE @) ENTITY (continued)
RZZEZERFAA=TH  #H Particulars of the jointly controlled entity as at 30 June 2005
TH B FIEMAT are as follows:
ML &R
R e 3 REBER.
Place of FiEERB Dt
E%4%#  incorporation/ Percentage of
8 Business  registration and ownership interest FEEFK
Name structure operations attributable to the Group Principal activities
Wealth Plus Developments YNC] HBRZHE 50 WEER
Limited Corporate  British Virgin Islands Investment holding
AREBRANFEE DG LRIEHIE The Group’s share of net profits retained by the jointly
BE 2 (REBAERA117,000/7T © controlled entity for the year amounted to HK$117,000.
AEERZ_ZFEZERFSNA=TH The Group’s share of the post-acquisition accumulated surplus
DIEEREIEHIE R 2 Wi K5t of the jointly controlled entity as at 30 June 2005 amounted
BERA117,00047T to HK$117,000.
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+)\ - H&E#SE 18. INVESTMENT SECURITIES

REH

Group
2005 2004
FET FET
HK$000 HK$°000

ETIRAIEE - AN 0 Listed equity investments, at cost:

BB Hong Kong 4,552 4,552
Hobb @ Elsewhere 17,102 17,102
21,654 21,654
B REE Provision for impairment (17,102) (17,102)
4,552 4,552
JE ETPEAIRE - Ak Unlisted equity investments, at cost 11,372 11,728
B B Provision for impairment (1,936) (1,284)
9,436 10,444
BI57E 5 Debt security 2,100 2,100
KA FHFEE Total investment securities 16,088 17,096
DERREEEND Portion classified as current assets (2,100) =
13,988 17,096

RZZBERENA=1H  &&
BENEE N EME 2 FHARA
& TEDRIA7,707,0005 7T

THIT(CETME  THIT) ©

R-ZBZEREA=1H K&
EFAN ST _FHEA 0 &5
72,100,000/ T2 &% - EIHAE
ABZEENF_A=-ttH-&
ERMP AR -_ZZRFENA
=+TBZRBEE -

As at 30 June 2005, the market value of the Group’s listed
equity investments in Hong Kong and elsewhere were
HK$7,707,000 (2004: HK$6,667,000) and HK$ Nil (2004:
(ZZZTMF : 6,667,000/7T) & HK$ Nil), respectively.

As at 30 June 2005, the Group held a debt security amounted
to HK$2,100,000 which was acquired in 2002 and has a
maturity date of 27 February 2006. The debt security is
classified as a current asset accordingly as at 30 June 2005.
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+5 - REIEWEIE 19. LONG TERM RECEIVABLES
TEE /NG|
Group Company
iz 2005 2004 2005 2004
Notes HK$'000 HK$000 HK$'000 HK$000
AAEE Promissory notes () 22,660 26,304 10,543 11,501
Hith R H ek Other long term
IR receivable (b) 2,500 2,500 = =
25,160 28,804 10,543 11,501
B Provision for impairment (3,000) (3,000) (1,000) (1,000)
22,160 25,804 9,543 10,501
PEARE Portion classified as
BELS current assets (3,643) (3,643) (958) (958)
18,517 22,161 8,585 9,543

(a) ﬁA_ggﬂﬁ/‘*\ﬂ =+H
2R K ER S EA
22,660,000/8 70 (ZZZ @
£ : 26,304,000/ 7T)
714,363 ooo,%n(_7 =
PO4F : 15,669,0007 7T) &
EHEM - - £EREHZ
EE—Ft+A—HES T+
hF#IE - H£28,297,000
B (ZZEZT M F
10,635,000/ 7T) &K
BB RERZET =
FZAt+HRBEST=F
g - EAD ER U EE
HEEZFEEN -

(b) ZEEHRR/R_TT=FZ

T-HEEXRERRZ—

HRRER - ZBERR

B BEMRBEARNGEE
BT+ —EAREE -

EFEEERERABSCRAE
WHIRERER - EZBE/R
EREE(CZHE -

(@) Out of the promissory notes of HK$22,660,000 as at
30 June 2005 (2004: HK$26,304,000), HK$14,363,000
(2004: HK$15,669,000) is secured, interest-free and
repayable by 15 annual instalments commencing on 1
October 2001. The remaining balance of HK$8,297,000
(2004: HK$10,635,000) is unsecured, interest-free and
repayable by 13 annual instalments commencing on
15 March 2003. The annual instalments on the
promissory notes were duly received during the year.

(b) The balance represents a shareholder’s loan advanced
to an investee company in 2003. The amount is interest-
free, unsecured and not repayable within twelve months
from the balance sheet date.

The time value of money has been taken into account in
determining the present value of the long term receivables
included in the balance sheet.
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4+ - FE 20. INVENTORIES
AEE
Group
2005 2004
FET FET
HK$000 HK$'000
R # Raw materials 181,775 154,976
S 2UFK i Work in progress 15,599 12,608
Bk on Finished goods 138,514 101,165
335,888 268,749

R-ZZEZERFNA=1H K&
E 523,873,000/ T2 FEEIE
A #BUFEFIR (ZBTRLE
868,000/ 7T, °

Inventories of HK$3,873,000 of the Group were stated at
net realisable value at 30 June 2005 (2004: HK$868,000).

“+— - ESERWFIE 21. TRADE RECEIVABLES
REE—RIRBITEBERE R The Group normally apply credit terms to its customers
KEZIEE  BREHBREEF according to industry practice together with consideration
HBEBEIIRPZIEEKR - B4 of its creditability, repayment history and years of
BREHERSEERE - AEBIR establishment. Each customer has a maximum credit limit.
TE S H R (852 FE KRR M 1R R AR The Group seeks to maintain strict control over its outstanding
2| o mEA IR SR EIEEE receivables. Overdue balances are regularly reviewed by senior
BRE1TE 60 - management.

REER - mEEERB 2 An aged analysis of trade receivables, net of provision, as at
bri&tE12E B EIGRIE 2 BRIk the balance sheet date, based on the date of recognition of
W the sale, is as follows:
AEE
Group
2005 2004
FETT FET
HK$’000 HK$'000
BNER Current 35,849 36,505
31—60H 31 -60 days 26,602 34,373
61—90H 61 —90 days 20,856 25,816
91H A E Over 91 days 42,952 14,021
126,259 110,715
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4+ HinigxE 22. OTHER INVESTMENTS
REE
Group
2005 2004
FExT FET
HK$’000 HK$'000
BAELMRAZS Listed equity securities in Hong Kong,
BmhE at market value 7,079 7,366
HipRAEEMES - Marketable unit funds elsewhere,
BAE at fair value 22,508 28,486
29,587 35,852
—t+= -ESEMNE 23. TRADE PAYABLES
REEH - BSEMNFIEZRR An aged analysis of the trade payables at the balance sheet
DHTT : date is as follows:
REE
Group
2005 2004
FET FEr
HK$’000 HK$'000
BNHA Current 76,508 143,659
31—60H 31 -60 days 71,629 27,991
61—90H 61— 90 days 53,623 4,682
91HEA E Over 91 days 32,993 2,144
234,753 178,476
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—+m - $Re E AREX 24. BANK LOANS AND OVERDRAFTS,
iR SECURED
rEH
Group
2005 2004
FETT FET
HK$°000 HK$'000
RITES - BEIF Bank overdrafts, secured 2,478 26,149
RITER - AHEA Bank loans, secured:
AR—FNEER Repayable within one year 20,226 5,385
HAREBE_FERER Repayable in the second year 22,636 5,385
ANE=FEZFEAFERE Repayable in the third to fifth years,
(a%%)%ﬁﬁﬁ) inclusive 67,905 16,155
ARTFRER Repayable beyond five years 192,674 39,934
303,441 66,859
305,919 93,008
B BEFIAREIEER — Less: Current portion due within one year
AN EIE 2z BNEAEE 5 included under current liabilities (22,704) (31,534)
BIIASERBIBE I Non current portion included under
BNHAZR 2 non-current liabilities 283,215 61,474
RZZEZRFASA=1TH £& At 30 June 2005, the Group’s banking facilities were
B 2 RITEREB A TR F supported by the following:
(@ HBHTEREMEHSBAZ (@) assignment of rental income of certain investment
BEER properties;
(b) AEEREME HTH (b) legal charges over the Group’s investment properties,
BT REFURE T certain of the leasehold land and buildings and certain
Pe R tes 2 SRERED of the plant and machinery;
(© AAEMEHZATER (c) corporate guarantees executed by the Company; and
&

ARAFRMTESTRER
A (REEDERZE
AFER BEREER
108,675,000/ 7T °

(d) personal guarantee executed by Mr. Chan Sing Chuk,
Charles (“Mr. Chan”), an executive director of the
Company, to the extent of HK$108,675,000.
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Z+h - PEREEXK 25. LOANS FROM MINORITY
SHAREHOLDERS
BEXRhEER - 28 - RBAR The loans are unsecured, interest-free, and not repayable
EERRFTARRTZ TI ARE within the next twelve months from the balance sheet date.
i’_
Z4N BEBIR 26. DEFERRED TAX
NTARNEERBRRERZEE The following are major deferred tax assets and liabilities
BEFIREEREE - URRA recognised in the balance sheet and the movements during
FERBAEFEED the current and prior years:
REE Group

IEBIEHE BEME

Accelerated  Revaluation — R
tax of General st
depreciation properties provision Total
FAT FAT FBT FBT
HK$'000 HK$'000 HK$'000 HK$'000
RZTZ=F+A—H At1July2003
LRI 2 1R As previously reported = = (2,400) (2,400)
BYRAREBERET  Retrospective adjustment
LERIZEEE R HK(SIC)-Int 21 - 376 - 376
£21%
1RE7| As restated - 376 (2,400) (2,024)
N GEillS Charge to income statement 348 = = 348
AEE 2 RAMRR Charge to equity for the year - 9,821 - 9,821
\_TTEE/\H +H Balance at 30 June 2004 and
R-SEMELA—B 1 luly2004
B 348 10,197 (2,400) 8,145
E’WEV W%k Charge/(Credit) to income
1k GrA) statement for the year 1,291 14,263 (15,411) 143
RIBEERFRA Balance at
=t HZ&H 30 June 2005 1,639 24,460 (17,811) 8,288
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N BEHRIE @ 26. DEFERRED TAX (continued)
BELEHIAEERABRAIERT Deferred tax assets and liabilities are offset when there is a
MIBBEERBIRIBAEBES A legally enforceable right to set off current tax assets against
TR B AR SE SR IE PS4 [R current tax liabilities and when the deferred income taxes
—TRISHLREA T » SR B AR o relate to the same fiscal authority.

T ABE RiEE - THEBE The following amounts, determined after appropriate
FeBAERBERNTYIE offsetting, are shown in the consolidated balance sheet:

2005 2004

FET FET

HK$000 HK$'000

(&%)

(as restated)

FEEFIBEE Deferred tax liabilities 24,696 10,545

BT E Deferred tax assets (16,408) (2,400)

8,288 8,145

NEE K EHH184953,468,000/8
JTL(ZZZP4 : 37,124,000
J0) ' %S E RS B SR
B2 ARIARRERFGA o ER
ZERAFIB T AL AR
SHAR SR IESR TR A - F I AR5
ZERBRRBELEHIBEE -

R-ZZZAFRA=1TH &R
A B B AR R IR
BECTTNE 8 -

The Group has tax losses of approximately HK$53,468,000
(2004: HK$37,124,000) that are available for offsetting
against future taxable profits of the companies which incurred
the losses. Deferred tax assets have not been recognised in
respect of these losses as it is not probable that future taxable
profits will be available against which these unused tax losses
can be utilised.

As at 30 June 2005, the Company did not have any significant
unprovided deferred tax liabilities (2004: Nil).

—+t - BF 27. SHARE CAPITAL
2005 2004
FETT FET
HK$’000 HK$'000
SRR Authorised:
S EE.108TT 2 3,500,000,000 ordinary shares of
/A% 3,500,000,000% HK$0.10 each 350,000 350,000
BT RBUR K Issued and fully paid :
S HEE0. 1082 279,800,031 ordinary shares of
E3EA%279,800,031 1% HK$0.10 each 27,980 27,980
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=+ 28. RESERVES
REE Group
REERNTFEASERER The amounts of the Group’s reserves and the movements
ERSY SR EGREEREE) therein for the current and prior years are presented in the
=2 consolidated statement of changes in equity.
REER_ZEZ—FLH B The amount of goodwill remaining in consolidated reserves,
ATHETT 2 W B P EE A IR AR BB A 4R arising from the acquisition of subsidiaries prior to 1 July
AREmEAZEE R-_FTLF 2001 was HK$36,096,000 (2004: HK$36,096,000) as at 30
NA=1+H%36,096,000/ 7T June 2005, as detailed in note 14.

(ZZ=ZP4 : 36,096,000/
J0) ' SR ETE o

PN/NE Company

ROEER FAUDIKEE

Share Non- RE &R
premium distributable Retained Faoh
account reserve profits Total
FETT FBT FBT FBT
HK$'000 HK$000 HK$'000 HK$'000
R-_ZZT=F+A—H Balance at 1 July 2003 158,373 273,606 84,132 516,111
it
REFHEH Net profit for the year - - 10,669 10,669
“ETMERF RS Interim 2004 dividend - - (2,798) (2,798)
“ETMEFERADRE  Proposed final 2004 dividend - = (2,798) (2,798)
RZZZTNE,SA=1+HR Balance at 30 June 2004 and
—EIME+A—R 1 July 2004
L REER 158,373 273,606 89,205 521,184
REZEIRF5 Net loss for the year - = (3,385) (3,385)
“ERREERHRE Interim 2005 dividend - - (2,798) (2,798)
T RERERASRE  Proposed final 2005 dividend - = (5,596) (5,596)
MN-ZZRFAH=1TH Balance at 30 June 2005
AR 158,373 273,606 77,426 509,405
A D IRFEEERN — NN EER The non-distributable reserve represents the premium arising
RNalz EEREE B ER2.50%8 on the reduction of the par value of ordinary shares of the
TORZE0. 108 TLFTE A 2 m(E ° Company from HK$2.50 to HK$0.10 per share in 1994.
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Zt+h RARERE 29. CONTINGENT LIABILITIES
REER - RRB IS 1EL At the balance sheet date, contingent liabilities not provided
HZHABENT for in the financial statements were as follows:
RAF
Company
2005 2004
FET FEIT
HK$°000 HK$'000
MR TFHB AR ZIRITEE Guarantees for banking facilities
1EH Z &R granted to subsidiaries 431,825 259,000
RZZFZRFAA=1+H &2 At 30 June 2005, the banking facilities granted to the
AIERITIEE BRI ENE A subsidiaries subject to guarantees given to the banks by the
AMMERTEEEHAHD Company were utilised to the extent of approximately
196,777,000 7T L =T : HK$196,777,000 (2004: HK$93,008,000).
93,008,000/ 7T) °
=1~ BAXKIE 30. CAPITAL COMMITMENTS
RZZEZTRFA=1+H &% At 30 June 2005, the Group had outstanding capital
BB THRER 2 EAREE : commitments as follows :
REH
Group
2005 2004
FET FET
HK$'000 HK$°000
BERTAE R Contracted but not provided for
FETRE Construction in progress - 4,227
BEME  BEEXR Purchase of property, plant and equipment 693 =
BT —ERIEFIZE® 2 Shareholders’ loan to a jointly controlled entity
PRERE K 26,300 -
EEBEERETA Authorised but not contracted for
BEME  BEIXK Purchase of property, plant and equipment 17 -
27,010 4,227
RZZZRFAA=1+H &2 At 30 June 2005, the Company did not have any capital
AW E(EM & AEE (22 commitments (2004: Nil).
& m) o
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=t+— EXHEERHE 31. OPERATING LEASE ARRANGEMENTS
(a) 1EAHIEA (a) As lessor
REBAEXAELTHM The Group leases certain of its properties (note 13)
HEETYE T+ under operating lease arrangements, with leases
=)+ JATSHAERR AR E negotiated for terms ranging from two to five years.
ERERE -
RZZEZTRFASAA=T At 30 June 2005, the Group had total future minimum
B NEEAIHEEE lease receivables under non-cancellable operating
¥HEZ ARREUWHEP K leases with its tenants falling due as follows:
18 £ (X 4258 [ A8 B4 AR 1A
T
REE
Group
2005 2004
FET FEr
HK$’000 HK$'000
—&R Within one year 30,433 5,034
E_FERERF In the second to fifth years, inclusive
(BIEEREMEF) 40,051 14,732
AFALE More than five years - 1,500
70,484 21,266
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=t+— - E2EHEERE® 31. OPERATING LEASE ARRANGEMENTS
(continued)
(b) f1EAFEIEA (b) As lessee
REBAEHEHEELHMR The Group leases certain of its office properties and
AGETHAEMERET staff quarters under operating lease arrangements.
BE  ARHEAOHRSE— Leases for properties are negotiated for terms ranging
FE=F1F- from one to three years.
RZEZTRESA=T At 30 June 2005, the Group had total future minimum
H @ NEBEFAAIHGEE lease payments under non-cancellable operating leases
*¥HEZRREMFEES falling due as follows:
o B 48 58 T2 4B B8 B pR 4R
T
rEE
Group
2005 2004
FET FAEIT
HK$’000 HK$'000
—F A Within one year 4,173 6,609
E_FRERF In the second to fifth years, inclusive
(BEEEMS) 1,714 1,004
5,887 7,613
RZZEZERFEASA=1TH &R At 30 June 2005, the Company did not have any significant
B EET A EARE R (= lease arrangements (2004: Nil).

TTMEF &) -
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=+ -EEMeERANR 32. DIRECTORS’' REMUNERATION AND

= #rE A A £ FIVE HIGHEST PAID INDIVIDUALS
KB ETR AR BB R REEIE Directors’ remuneration disclosed pursuant to the Listing
—BATBARRECEEH S Rules and Section 161 of the Hong Kong Companies
W Ordinance is as follows:
rEE
Group
2005 2004
FET FHET
HK$'000 HK$'000
B : Fees :
BN IEHITES Independent non-executive directors 150 150
HihTEEMS - Other executive directors’ emoluments :
e RBEREDHN= Salaries, allowances and benefits in kind 4,936 5,657
RRGETEIHER Retirement scheme contributions 207 233
TEAT Bonus 1,846 3,339
6,989 9,229
7,139 9,379
B EXFIREELN c RREERE Save as disclosed above, none of the executive, non-executive
A mE T8 E - EHITEER or independent non-executive directors received any fees or
B IEE T E B WAV EE - other reimbursements or emoluments for both years.

Hit@ES xS -
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HE_TTRAFR_TTMER
A=1BILFE - Rz

32.

DIRECTORS’ REMUNERATION AND

FIVE HIGHEST PAID INDIVIDUALS

(continued)

The emoluments of each director, on a named basis, for the
years ended 30 June 2005 and 2004 are set out below:

EESHEHIWT ¢
2005 2004
¢ 2HR

ENFlE EE 2B

Salaries, ST

allowances Employer’s

and retirement
#E  benefitsin A scheme st gt
Fees kind Bonus contributions Total Total
Fin FiEn FiEn TEx TEn Fir
HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000  HK$'000
PREEE Chan Sing Chuk, Charles - 3,500 580 157 4,237 4,047
B/ \Fe Cheng Siu Yin, Shirley - 600 1,078 27 1,705 2,410
PRERH Chan Wai Kei, Vicki - 342 128 15 485 565
SREEFD Cheung Chun Pong - 494 60 8 562 792
KE Chu Wai Kok 50 = = - 50 50
SRR Ip Chi Kin 50 = = - 50 50
278598 Leung Hai Ming 50 - - - 50 -
mALE Wong Kai Cheong - - - - - =
BTN Yu Shiu Tin = = = = = -
Z5(EE Lee Kai - = = - - 1,415
BRI Choy Jee Hong = = - - - 50
T RFRGT Total 2005 150 4,936 1,846 207 7,139 9,379

T FEET Total 2004 150 5,657 3,339 233

FAMBESHEXFRBENEL
NS 2 2k -

FR - AEEYERESME
A ES AR INAKREE
B2 SR B SR A (E

There was no arrangement under which a director waived
or agreed to waive any remuneration during the year.

During the year, no emoluments were paid by the Group to
the directors as an inducement to join, or upon joining the
Group, or as compensation for loss of office.
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TfusEFERI AL

FARLRSFHERALEER
H(CETME IR EFH
e HBER L - s =% (=
TTNEF  —R)WHEEZHZS

32. DIRECTORS’' REMUNERATION AND
FIVE HIGHEST PAID INDIVIDUALS

(continued)
Five highest paid individuals

The five highest paid individuals during the year included
two (2004 : four) directors, details of whose emoluments
are set out above. Details of the emoluments of the remaining
three (2004 : one) non-director, highest paid individuals are

FHEPIALTZBEFFBOT ¢ as follows:

REE

Group
2005 2004
FET FEIT
HK$000 HK$'000
e R REYA =S Salaries, allowances and benefits in kind 2,864 1,317
RONGTEIE K Retirement scheme contributions 24 =
TE4T Bonus 357 =
3,245 1,317

FERZHZEFHEMNALHME
ZEBENFTIEEZ ABM

The number of non-director, highest paid individuals whose
emoluments fell within the following bands is as follows:

T
BEEAY
Number of directors

2005 2004
£ %1,000,000/5 7T Nil — HK$ 1,000,000 2 -
1,000,001 721,500,000 7T HK$1,000,001 to HK$ 1,500,000 - 1
1,500,001/ 752 2,000,000/7% 7T HK$1,500,001 to HK$2,000,000 1 —
3 1

FR - AEEYEARURSH
{ERA L SZAHER B2 E R INA
SR DA 5= B B 2 2 R =l e e
fHE -

During the year, no emoluments were paid by the Group to
the five highest paid individuals as an inducement to join or
upon joining the Group, or as compensation for loss of office.
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(=)

=t+= - FHEALRS

BRRAR R E B A D W E

BRABEALTRZZIN -

REERE

NBETIIEBEALRS -

(a)

112,954,000/ T (— =
TP 1 10,714,000 7T)
SPBEEBRATETHED
Ale HBEAKAEEHR
B N BB RE PR IR ©

[U

o
K o

RZZFEZEWHFNR+=
B AEEHBADR—MFE
B/ A FIFREECrystal Gain
Developments Limited
([Crystal Gainl) 55/%f% {5
({5Crystal Gainf& A 18 2 2
FTARAR55%) 7] 3L W (3%
#:%1) ° Crystal GainJi—
MEREEEG DT -
Z el Crystal Gaini§
LARE B {8345,000,0007% 7T
AN R EEEEF7E523
ZER275R 2 W% o &Ik

—FIRIM A S B R R LA
AR 8 B B2 MR IR R &
% B Crystal Gainz J&&
M Crystal Gainf2 B %1%
B - %R 5% LTI A
BEAFERBEERS
HiFERR ST NF
NARNBREZARRR

FAN - ReEEMCrystal
GainfZ ft—IH{E AR
o B %1£108,675,000
75T BCrystal Gain &2
241,500,000 T (ZE=
meE : E)BEFTERZ
45% o

33. RELATED PARTY TRANSACTIONS

In addition to those related party transactions disclosed
elsewhere in these financial statements, during the year, the
Group had the following related party transactions.

(@

Subcontracting fees of HK$12,954,000 (2004:
HK$10,714,000) paid to certain associates. The
subcontracting fees are mutually negotiated between
the Group and the associates.

On 13 August 2004, the Group entered into an
agreement (the “Agreement”) in relation to the
subscription by a subsidiary of the Company of 55
shares, representing 55% of the enlarged issued share
capital of Crystal Gain Developments Limited (“Crystal
Gain"), a company owned by Mr. Chan. The
Agreement stated that Crystal Gain would acquire a
property located at No. 523 to 527, Hennessy Road,
Hong Kong at the purchase price of HK$345 million.
The Agreement further stated that the Group and Mr.
Chan will provide financial support to Crystal Gain on
a several basis and in accordance with their respective
shareholdings in Crystal Gain. Such transaction is
classified as a major and connected transaction under
the Listing Rules and additional details were included
in the Company’s circular dated 6 September 2004.

During the year, Mr. Chan provided a personal
guarantee to Crystal Gain up to the total amount of
HK$108,675,000, being 45% of a bank loan of
HK$241,500,000 (2004: Nil) drawn by Crystal Gain.
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E+= - FREALR S @ 33. RELATED PARTY TRANSACTIONS

(continued)
(d) XZEARAF—REHEBAF (d)  Loan interest expenses of HK$677,000 (2004 : Nil) were
(RRGEEZEHEE) P E paid to Brilliant Top Properties Limited, a minority
A& ZRBrilliant Top Properties shareholder of a subsidiary of the Company and which
Limited 2 B F B is wholly-owned by Mr. Chan, at 5% per annum on
677,000 L (Z=Z MW the outstanding loan balances during the period from
F | BEFE-_ZFETN 24 September 2004 to 28 February 2005.
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50 20 B 7% =R S M 5 = BT RF 48 R As further explained in note 2 to the financial statements,
2 ARERFERNE ST due to the adoption of HKAS 40 and HK(SIC)-Int 21 during
ERIFEA05 R BB g5 2R the current year, the accounting treatment and presentation
ZEgvEEF219  FTHEE of certain items and balances in the financial statements have
SETRE R 2R AR been revised and restated to comply with the new
BMEN 2 EAREEREITTRE requirements. Accordingly, certain comparative amounts have
FIAREIHE - At - RIS been revised and restated to conform with the current year’s
REEZEHRAR @ BTHLEE presentation.
BE LB RET
=45 BRMBRE 35. APPROVAL OF THE FINANCIAL
STATEMENTS
HREI2EEFE101 B 2%k The financial statements on pages 32 to 101 were approved
HEERZEERAF+ATNLEH by the board of directors on 19 October 2005.
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