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GENERAL

The Company was incorporated in Bermuda as an
exempted company with limited liability. The shares
of the Company were listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The Company acts as an investment
holding company. The activities of its principal

subsidiaries are set out in note 30.

Its ultimate holding company is Bright Asia Holdings
Limited, a company which is incorporated in the British

Virgin Islands.

POTENTIAL IMPACT ARISING FROM THE
RECENTLY ISSUED ACCOUNTING STANDARDS

The Hong Kong Institute of Certified Public
Accountants (the “HKICPA") issued a number of new
or revised Hong Kong Accounting Standards and Hong
Kong Financial Reporting Standards (“HKFRSs")
(herein collectively referred to as “new HKFRSs")
which are effective for accounting periods beginning
on or after 1st January, 2005. The Group has not
early adopted these new HKFRSs in the financial
statements for the year ended 30th September, 2005.

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

of the Group are prepared and presented.
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SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under
the historical cost convention, as modified for the
revaluation of property interests and investments in
securities, and in accordance with accounting
principles generally accepted in Hong Kong. The

principal accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its

subsidiaries made up to 30th September each year.

All significant inter-company transactions and balances

within the Group are eliminated on consolidation.

Investments in subsidiaries

Investments in subsidiaries are stated at cost less

any identified impairment loss.

Investments in securities

Investments in securities are recognised on a trade-

date basis and are initially measured at cost.

At subsequent reporting dates, debt securities that
the Group has the expressed intention and ability to
hold to maturity (held-to-maturity debt securities) are
measured at amortised cost, less any impairment loss
recognised to reflect irrecoverable amounts. The
annual amortisation of any discount or premium on
the acquisition of a held-to-maturity security is
aggregated with other investment income receivable
over the term of the instrument so that the revenue
recognised in each period represents a constant yield

on the investment.

Where securities are held for trading purposes,
unrealised gains and losses are included in net profit

or loss for the period.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Turnover

Turnover represents the net amounts received and
receivable for goods sold by the Group to outside

customers during the year.

Revenue recognition

Sales of goods are recognised when goods are

delivered and title has passed.

Interest income is accrued on a time basis, by
reference to the principal outstanding and at the

interest rate applicable.

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

the respective leases.

Dividend income from investments is recognised when
the Group’s rights to receive payment have been
established.
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NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment properties

Investment properties are completed properties which
are held for their investment potential, any rental

income being negotiated at arm'’s length.

Investment properties are stated at their open market
value, based on professional valuation at the balance
sheet date. Any surplus or deficit arising on the
revaluation of investment properties is credited or
charged to the investment property revaluation reserve
unless the balance on this reserve is insufficient to
cover a deficit on a portfolio basis, in which case the
excess of the deficit over the balance on the
investment property revaluation reserve is charged to
the income statement. Where a deficit has previously
been charged to the income statement and a
revaluation increase subsequently arises, this increase
is credited to the income statement to the extent of

the decrease previously charged.

On disposal of an investment property, the balance
on the investment property revaluation reserve
attributable to that property is transferred to the

income statement.

No depreciation is provided on investment properties
except where the unexpired term of the relevant lease

is 20 years or less.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Leases

Leases are classified as finance leases when the terms
of the lease transfer substantially all the risks and
rewards of ownership of the assets concerned to the
Group. Assets held under finance leases are capitalised
at their fair values at the date of acquisition. The
corresponding liability to the lessor, net of interest
charges, is included in the balance sheet as a finance
lease obligation. Finance costs, which represent the
difference between the total leasing commitments
and the fair value of the assets acquired, are charged
to the income statement over the period of the
relevant lease so as to produce a constant periodic
rate of charge on the remaining balance of the

obligations for each accounting period.

All other leases are classified as operating leases and
the rentals payable are charged to the income
statement on a straight line basis over the period of

the respective leases.

Property, plant and equipment

Property, plant and equipment, other than land and
buildings and construction in progress, are stated at
cost less depreciation and amortisation and any

identified impairment loss at the balance sheet date.

Leasehold land and buildings are stated in the balance
sheet at their revalued amount, being the fair value
at the date of revaluation less any subsequent
accumulated depreciation and amortisation and any
subsequent impairment losses. Revaluations are
performed with sufficient regularity such that the
carrying amount does not differ materially from that
which would be determined using fair values at the

balance sheet date.

54—



KAFZERR AR AT WING LEE HOLDINGS LIMITED

— T T H F F 3 ANNUAL REPORT 2005

B ; =3
BE-_ZTTRAFHALA=THILFE "§ E Bﬁ AL
For the year ended 30th September, 2005

TESTHEME (8)
M- BERR®E (8)

REfRIHWEEFHELEZETME
HIBETIAEGREE - HERZE
BEEER—-&EZEHRE (KA
R A H) BIBRS - RitER
T - BETIALRTER ZBESR
FFAlER - WREGEEREL
ZEEFERENEEERERNE
EREEZERREBSESR (WH) -
Bl ETIRIBE—IAX H - RE
HEEBRIENERRK  BEHE
HBERTIBEALRE i F ©

ERTREDEERTEEMGEZKA

BE(BEMEZERANMEMER

R (BREREENMZEERAE))

R - ERTREERZETKNEE

RARRRBLERTUAFE - BRT

@%IE&$B%A%%‘%%&
R EE R -

RHhEREREEMELEZ AR
BREEMSRREZEEZRAE
ZEFET  WHRNKRRRANER °

HETwZEENRBERIZREE

BT LA SN -

T E R EENRAERERE

EREFH T ASN -

BFZHEDNDEAEREZ WA
EFHTUFE -

NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)

Any revaluation increase arising on revaluation of land
and buildings is credited to the revaluation reserve,
except to the extent that it reverses a revaluation
decrease of the same asset previously recognised as
an expense, in which case the increase is credited to
the income statement to the extent of the decrease
previously charged. A decrease in net carrying amount
arising on revaluation of an asset is dealt with as an
expense to the extent that it exceeds the balance, if
any, on the revaluation reserve relating to a previous
revaluation of that asset. On the subsequent sale or
retirement of a revalued asset, the attributable
revaluation surplus is transferred to retained profits.

Construction in progress are stated at cost which
includes all construction costs and other direct costs,
including borrowing costs capitalised, attributable to
the construction in progress. They are not depreciated
until completion of construction and the asset is put
into use. The cost of completed construction works is
transferred to the appropriate category of property,
plant and equipment.

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

The valuation of leasehold land is amortised over the
period of the lease using the straight line method.

The valuation of land use right is amortised over the
period of the right using the straight line method.

The valuation of buildings is depreciated over the
period of the lease of the land using the straight line
method.
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KAER AR AT WING LEE HOLDINGS LIMITED

B M =

NOTES TO THE FINANCIAL STATEMENTS

FTESHBEHRE (&)

M BERKE (&)
HtEEDRRAESEREE A
sHERFH A S FE33/:% 8=
E . UMBEBREZKRRE -

REBEHERBZEENERB
BEERRKE ZTEFHE R FH A
FEETAFE -

EE A

HWE ZEHIEENERERE
(FR—BREBHETEERERE
ReEltEE) MERKELZEER
RATEFTIEZFTEEZ BN K
Ko B REMEED AIERERE
RExEE  AIZREEERADE
FIEBTEER - REFEEEFIN
HEREEEZKEMMIEL 2
R BT Z B WA TR T
BARZEERAFHR -

P BB B AR TR E LR FER
EERBARZE -

3
AP0 Ty A (A B R (B 2 8
£ I - A D IEREEERA
R (IR ) IR B A 15 77 1
B R 2 TR B B R R B B
ZRA  WREAKBESE o T
BIF AN B R L BIEE 2 b
56 R BLAR > {5 AR A B 8
= AR -

— T T | 4 4 ) ANNUAL REPORT 2005

BHE-_ZTTRAFHLA=ZTHLFE
For the year ended 30th September, 2005

SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)

Depreciation is provided to write off the cost of other
property, plant and equipment over their estimated
useful lives, using the straight line method, at the

rate of 33'/5% per annum.

Assets held under finance leases are depreciated over
their expected useful lives on the same basis as

owned assets.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which
are 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.

All other borrowing costs are recognised as an expense

in the period in which they are incurred.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost, which comprises all costs of
purchase and, where applicable, costs of conversion
and other costs that have been incurred in bringing
the inventories to their present location and condition,
is calculated using the first-in, first-out method. Net
realisable value represents the estimated selling price
in the ordinary course of business less the estimated
costs of completion and the estimated costs necessary

to make the sale.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment

At each balance sheet date, the Group reviews the
carrying amounts of its assets to determine whether
there is any indication that those assets have suffered
an impairment loss. If the recoverable amount of an
asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised
as an expense immediately, unless the revalued asset
is carried at a revalued amount in which case the

impairment loss is treated as a revaluation decrease.

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

treated as a revaluation increase.

Taxation

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 year. Taxable profit differs from net profit as
reported in the income statement because it excludes
items of income or expense that are taxable or
deductible in other years, and it further excludes
income statement items that are never taxable or
deductible.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation (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 taxable profit nor
the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries except where the Group is able to control
the reversal of the temporary difference and it is
probable that the 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.

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 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.

.y



KAFZERR AR AT WING LEE HOLDINGS LIMITED

— T T H F F 3 ANNUAL REPORT 2005

BE-_ZTTRAFHALA=THILFE
For the year ended 30th September, 2005

3.

e O

FTESTBELRE (&)

HhiE

SINERZ B TIRRXHEZERBE -
MWONEEECEBEERABIIR
HMERCZEXRBRIRE - ELEL
ZEENKRERANERE -

REEBRER  AEBBINEEE
BeBEERBBNREERZER
BmE - WXIHEB DIRFAZFHE
ZmE - ELEZERZE(WH)
TiSR R AL AR B 2 [ 5
- ZFELEHRIONAREL
HEHFRNBERBWAKIE -

B B M =

NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies

Transactions in foreign currencies are translated at
the rates ruling on the dates of the transactions.
Monetary assets and liabilities denominated in foreign
currencies are re-translated at the rates ruling on the
balance sheet date. Gains and losses arising on

translation are dealt within the income statement.

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

disposed of.
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4. DEHEH 4. SEGMENT INFORMATION
EHKE D Business segments
REEMS AEREEBRHSR= For management purposes, the Group's operations

BB SR AERMEE
BMERARBERE - A%
TR EEBIEAZREEE S
CEE

are organised into three operating divisions namely
switches and jacks, properties investment and
securities investment. These divisions are the basis
on which the Group reports its primary segment
information.

EFEXHAT -

Principal activities are as follows:

BRAM — HEREEFEERHA Switches and jacks - manufacture of and

¥ B FAEE - aEES trading in switches and
AR BE R I RE KL 3 jacks, flexible flat cables

€ and scrap sales.
MERE — EFREAM ([H Properties investment investments in
B]) REBEBETY properties in Mainland
HIKE China (the “PRC") and

Hong Kong

BHRRE — KREBEREINT Securities investment investments in debt

52 B E MR
RN

securities and equity
securities of Hong Kong

and overseas markets
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NOTES TO THE FINANCIAL STATEMENTS

SEGMENT INFORMATION (continued)

HEE oI (&) Business segments (continued)
REFZEBDEHWOT - Business segments for the year are as follows:
EXE E3
Turnover Results
“ETRF —ZEME “ZZEE ZTIME
TER FHT TiEn TAT
2005 2004 2005 2004
HK$'000 HK$'000 HK$'000 HK$'000
REREESRAE Manufacture of and trading in
TR R switches, jacks and related materials 308,251 276,439 67,630 62,149
NERE Properties investment - - 1,994 (297)
BHRE Securities investment - - 10,980 13,125
308,251 276,439 80,604 74,977
FEKA Interest income 988 424
RARYHA Unallocated income 6 1
RABA AR Unallocated corporate expenses (3,855) (2,503)
sl Profit from operations 77,743 72,899
BERK Finance costs (1,003) (44)
Bt Al i 7 Profit before taxation 76,740 72,855
bt Taxation (1,091) (5,829)
B D8R R & A Al Profit before minority interests 75,649 67,026
SURRER Minority interests - )
e Net profit attributable to shareholders 75,649 67,028
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For the year ended 30th September, 2005

Business segments (continued)

—ETHF —TTMF
2005 2004
FEx TET
HK$'000 HK$'000
BEERER Balance sheet
BE Assets
DEEE Segment assets
—BENEEEIRHAME — manufacture of and trading in
I R & #E B Rt switches, jacks and related materials 226,429 137,221
—MERE — properties investment 82,088 62,002
—EBHEE — securities investment 247,309 211,917
ROBERAIEE Unallocated corporate assets 1,802 3,573
557,628 414,713
BfE Liabilities
DEBEE Segment liabilities
—HENEEERAH — manufacture of and trading in
1 B N B B AR switches, jacks and related materials 98,842 69,174
—MEKRE — properties investment 1,736 6,830
—BHRE — securities investment 94 30
KA RAFAE Unallocated corporate liabilities 1,307 409
101,979 76,443
H h & ¥t Other information
BARRE Capital additions
—HEREEERAH — manufacture of and trading in
1 B e AR B AR switches, jacks and related materials 39,133 14,761
—MERE — properties investment 51,915 25,916
91,048 40,677

ey
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4. SEGMENT INFORMATION (continued)

HEE oI (&) Business segments (continued)
—ETHE —_TTNF
2005 2004
FEx FHET
HK$'000 HK$'000
& K& Depreciation and amortisation
—HENEEERHAH — manufacture of and trading in
18 B2 % FE B A Rt switches, jacks and related materials 10,517 12,016
—MERE — properties investment 758 793
— ROBLRE — unallocated amount - 104
11,275 12,913
REZIHAGEKES Amortisation of premium on
B 2 3 held-to-maturity debt securities
—BEEE — securities investment 2,205 1,110
HERBRATERZEMR  (Defict) surplus on revaluation recognised
(E#t) &R directly in equity
—MERE — property investment (995) 4,774
BERKNERBERZELD (Deficit) surplus on revaluation of leasehold
T REFZEMR land and buildings recognised directly
(BAL) BER in income statement
—HNEREEERMAH — manufacture of and trading in
1 BB N A B AR switches, jacks and related materials (390) 30
—MERE — properties investment 517 390
127 420
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4. DIER (&) 4. SEGMENT INFORMATION (continued)
i & 2 &8 Geographical segments
AEBTZEFHWRBRBATRERSE The Group's operations are mainly situated in Hong
B UTERAEEEEZHEZ Kong and PRC. The following table provides an analysis
EEREDEER of the Group's geographical market:
= 3
Turnover
—EThHF —ETHF
FET FAT
2005 2004
HK$'000 HK$'000
O Hong Kong 171,330 178,463
a3 PRC 28,407 16,266
55 2R 78 5p Malaysia 38,968 36,064
AN 3 Singapore 24,301 24,567
e Indonesia 6,807 3,264
ERRER United States of America 12,050 8,330
H Others 26,388 9,485
308,251 276,439
T RIZEEFMEMEI D 2 5 EE The following is an analysis of the carrying amount of
EREERERNRTEZ DN : segment assets and capital additions, analysed by

the geographical area in which the assets are located:

DHEEREE BEARRE
Carrying amount
of segment assets Capital additions
“EERE _TTWNF ZEFFTHEFE —_FTTEF
2005 2004 2005 2004

TiERT THET TERT THET
HK$'000  HK$'000 HK$'000  HK$'000

BB Hong Kong 429,490 360,587 51,352 25,916
s PRC 128,138 54,126 39,696 14,761
557,628 414,713 91,048 40,677

64—



KAFZERR AR AT WING LEE HOLDINGS LIMITED

— T T H F F 3 ANNUAL REPORT 2005

B B M &
NOTES TO THE FINANCIAL STATEMENTS

BE-_ZTTRAFHALA=THILFE
For the year ended 30th September, 2005

oy
IS
B
2

5. PROFIT FROM OPERATIONS

“ZTHE —ZTME
2005 2004
T FET
HK$'000 HK$'000
mERFE MR Profit from operations has been
TH&®E : arrived at after charging:
E£H S (fizFe) Directors’ remuneration (note 6) 8,408 7,559
H i3 B R IKAEA Other staff's retirement benefits scheme
ATEIER contributions 316 237
H ot B B AR Other staff costs 36,697 33,727
45,421 41,523
REZIHAGES Amortisation of premium on held-to-maturity
BHRECEE debt securities 2,205 1,110
HER M2 Auditors' remuneration
-RERE - current year 633 620
-~ EERBETR — underprovision in prior year 538 -
nE - BERRXE Depreciation and amortisation of property,
ZHEREH plant and equipment
-A&EBE — owned by the Group 11,275 12,443
-RRERORE — held under finance leases - 470
HERFEIMAGEE Loss on disposal of held-to-maturity
FHZER debt securities - 385
T REFAERNMESE  Operating lease rentals in respect of land and buildings 360 705
RFATHIEE : and after crediting:
Fi&REZREBA Dividend income from listed investments 530 103
HE FTRE 2K Gain on disposal of listed investments 7 98
HEREME 2 s Gain on disposal of investment properties 1,884 -
HENE  BEREHZKE  Gain on disposal of property, plant and equipment 303 24
AR 7T283,000/8 1T Gross property rental income before deduction of
(ZZZMF outgoings of HK$283,000 (2004: HK$230,000) 1,569 999
230,000 L) X
ZMERSMALE
FEHA Interest income 12,103 11,462
T REFER RS Surplus on revaluation of land and buildings 127 420
RAEEIBRESFZ Unrealised gain on
RER W held-to-maturity securities - 3,847
BEZESF AER NS Unrealised gain on trading securities 404 636

e ) o
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6. EE=ME 6. DIRECTORS" REMUNERATION
BAFRIA
EXFHE HEE =z Bre ZEEME
wE KIERY EEIEAL SHEIMHR HEE
Basic Performance Retirement

salaries related benefits Total
and incentive scheme  directors’
Fees allowances bonus contributions emoluments

TExT TAxT TFTERT TExT TER
HK$'000  HK$'000 HK$'000  HK$'000 HK$'000

“ZTRE 2005
HOIEELT Name of executive directors:
BB g Mr. Chow Tak Hung - 1,592 1,200 12 2,804
B+ Madam Chow Woon Yin - 2,063 500 12 2,575
BA¥fERT Madam Chau Choi Fa - 1,349 250 12 1,611
BEOERL Madam Wong Siu Wah - 566 500 12 1,078
BT Name of independent
EEHT: non-executive directors:
AFHEL Dr. Lau Yue Sun 120 - = = 120
ERFELE Mr. Yip Tai Him 120 - - - 120
HEE & Mr. Lam Kwok Cheong 100 - - - 100
340 5,570 2,450 48 8,408
“TTME 2004
HOEERT Name of executive directors:
BEE L Mr. Chow Tak Hung - 1,509 1,200 12 2,721
BBz Madam Chow Woon Yin - 1,779 500 12 2,291
BAREXL Madam Chau Choi Fa - 1,279 250 12 1,541
BOERL Madam Wong Siu Wah - 254 500 12 766
B EHRTT Name of non-executive
EERT: directors:
FHEL Dr. Lau Yue Sun 120 - - - 120
ER#HEL Mr. Yip Tai Him 120 - - - 120
Bl & % & Mr. Lam Kwok Cheong - - - - -
240 4,821 2,450 48 7,559

FR - AEEIELNFME FAMM  During the year, no emoluments were paid by the Group to
s AT (BIEESEREE) - fE  the five highest paid individuals, including directors and
REEMAREESNMAAREE  employees, as an inducement to join or upon joining the
B2 BE  IERBER ZME - Group or as compensation for loss of office.

O —
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7. EEFH 7. EMPLOYEES' EMOLUMENTS
FRNAUESHEERE=UAR The aggregate emoluments of the five highest paid
AIMITES  KREMESZ2FBEHRN individuals included three executive directors of the
X -#BRTRUK=HEEZME Company whose emoluments are set out above. The
HEAT aggregate emoluments of the remaining two highest

paid individuals are as follows:

—EEEF —TTNF
2005 2004
FERT FAT
HK$'000 HK$'000
HAF & K H M EB, Basic salaries and allowances 6,432 2,675
R IFAARE 2 2EB)IE4L  Performance related incentive bonus 2,500 2,500
RIKE FT 8K Retirement benefits scheme contributions 21 21
8,953 5,196
EEM ST F TIIAER The emoluments of the employees were within the
following bands:

EEAH
Number of employees
—ZEZRF —TTNEF
2005 2004
1,500,001/ 7t — 2,000,000 7T HK$1,500,001 — HK$2,000,000 - 1
3,000,001/ 7t — 3,500,000/ 7T HK$3,000,001 — HK$3,500,000 1 —
3,500,001 7t — 4,000,000/ 7T HK$3,500,001 — HK$4,000,000 - 1
5,500,001/ 7t — 6,000,000/ 7T HK$5,500,001 — HK$6,000,000 1 =

e 7
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8. ®WEMA 8.  FINANCE COSTS
—TERFE —TTWF
2005 2004
FET FET
HK$'000 HK$'000
A2 Interest on
— AR AF AR — bank borrowings wholly repayable
BEREE within five years (977) @)
—E\ARAFNRN — bank borrowings not wholly
THEEEE repayable within five years - (18)
— R EEL — finance leases (26) (24)
(1,003) (44)
9. Bi I8 9. TAXATION
—ZEhF —EEME
2005 2004
TET FEL
HK$'000 HK$'000
HEXHBRE The charge comprises:
1R B AT SRR 7 Hong Kong Profits Tax calculated at 17.5%
LA 17 5% & on the estimated assessable profit for the year
ZEBHNER (780) (6,143)
B AT 15 i PRC income tax (1,452) (298)
(2,232) (6,441)
EEBEER Over (under) provision in prior years
(BETR)
—BEHEH — Hong Kong Profits Tax (308) (49)
—HERER — PRC income tax 2,279 -
(261) (6,490)
B AE R 1 Deferred Taxation (830) 661
(1,001) (5,829)

8
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9. BIE (48) 9.

RIS 0 IR A BA R RORR A
RITREREHH -

TAXATION (continued)

The PRC income tax is calculated at the rates
prevailing pursuant to the relevant laws and

regulations.

RIBF BEBRDRRE MRS - FEM
BAREHBHEEENESEFE
B RRMTBEMMERMmE  HKR=
FRIERFPBEMABHR -

Pursuant to the relevant laws and regulations in the
PRC, the PRC subsidiaries are entitled to exemption
from PRC income tax for two years commencing from
its first profit-making year of operation and thereafter
it will be entitled to a 50% relief from PRC income
tax for the following three years.

FEBIA BB AR 2 R

The charge for the year is reconciled to the profit

T before taxation as follows:
—EZLF —ETQEF
2005 2004
TER ERald TET BA
HK$'000 %  HK$'000 %
BR %% Al Al Profit before taxation 76,740 72,855

RERNEHE 2 BHEIH Tax charge at applicable tax rate (20,720) (270)  (19,671) (27.0)

BB = EARBMA Tax effect of income not taxable for

ZHBRE tax purposes 9,776 12.7 6,091 8.4
R ATE=ROCIE L5 Tax effect of expenses not deductible

ZHBTE for tax purposes (4,707) (6.1)  (8,923) (12.3)
EREK2MEAR Effect of different tax rates of

TAREzZE subsidiaries operating in PRC 12,654 165 2,983 4.1
REREAREREHE Effect of tax exemption granted

ZRE to the PRC subsidiaries 4,344 57 14477 19.9
PRALAMARALHE Utilisation of tax losses not previously

B recognised 305 0.4 - -
ARRBEBBIUBZE Tax effect of unrecognised tax losses (2,290) (3.0) (1,317 (1.8)
EFHRBRRE Overprovision in prior years 619 0.8 56 0.1
Hit Others (1,072) (1.4) 475 0.6
FERAXERER Tax charge and effective tax rate

firEEs for the year (1,091) (1.4 (5829 (8.0)

e < O



KAER AR AT WING LEE HOLDINGS LIMITED

— T T | 4 4 ) ANNUAL REPORT 2005

B o
B H B & HE-TERENA=+ALEN
NOTES TO THE F|NANC|AL STATEMENTS For the year ended 30th September, 2005
10. BRE 10. DIVIDENDS
—ZThFE —EEEF
2005 2004
FET FET
HK$'000 HK$'000
FEREETEME Additional final dividend for 2004
SRR 2 ZEEMF due to exercise of share options 760 -
RERE
HIiR B & R 2.678 Interim dividend of 2.6 Hong Kong cents
ZZTME : 4.081) (2004: 4.0 Hong Kong cents) per share 4,859 2,037
BEARHBS Proposed final dividend of 5.5 Hong Kong
FR5.584L cents (2004: 7.0 Hong Kong cents)
(ZZEZMF : 7.08(0) per share 10,278 3,600
15,897 5,637
R_ZTZhFEZARIRESR In addition to the 2005 proposed final dividend of
55BN  EEEBEITAMR - 5.5 Hong Kong cents per share, one bonus share for
LBl R ERE—RIR ARG EE & every one existing share is proposed by the directors.
FIRR ©
11. SREF 11.  EARNINGS PER SHARE
ATEFESRERKEERNIIIA The calculation of the basic and diluted earnings per
T3 Bk A B A share for the year is based on the following data:
—ZZHE —TENF
2005 2004
TET FET
HK$'000 HK$'000
AR Earnings:

HESREAREERF  Net profit attributable to shareholders
PrERA 2 RRE1G and earnings for the purposes of
AR R 2R basic and diluted earnings per share 75,649 67,028

7 —
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11.

12.

e 7 |

SRERN (&)

B

11.  EARNINGS PER SHARE (continued)

Bt &

NOTES TO THE FINANCIAL STATEMENTS

R#%EE
Number of shares
—EERF —EFNF
2005 2004
STEEREARRT Number of shares for the purposes
FTERA 2 R B R of basic earnings per share 176,386,699 148,679,128
RAEERETEIA T Potential dilutive shares issuable
BT BEEERG under the Company's share option scheme 93,515 1,474,998
AEEREERA Weighted average number of shares for
FrEt Az niEFHRRE  the purposes of diluted earnings
per share 176,480,214 150,154,126
AE_ZEMFER_ZETAFER The weighted average number of shares for the
R 8 B A FrER R 2 hntE 15 purposes of basic and diluted earnings per share in
BRBER-_ZTZTRF - AZIREL 2004 and 2005 has been adjusted for the bonus
AR AVE A # - issue in February 2005.
RE W) 12.  INVESTMENT PROPERTIES
FAT
HK$'000
& THE GROUP
(=RE] VALUATION
WZZTZE=%+H—H At 1st October, 2003 18,230
NE Additions 25,916
BEEEZ R Surplus arising on revaluation 4,774
RZZEZENFNLA=TH At 30th September, 2004 48,920
NE Additions 51,915
EEEYE - WEREKE Transferred to property, plant and equipment (1,610)
HE Disposals (24,330)
BLELE ZEA Deficit arising on revaluation (995)
RZEZERFNLA=TH At 30th September, 2005 73,900
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12. BEWHE(B) 12. INVESTMENT PROPERTIES (continued)
KEE
THE GROUP
—EZTHF —EENE
2005 2004
FET FET
HK$'000 HK$'000
AEBREYME The carrying value of the Group's
ZEEBRE investment properties comprises:

BERBRBEOREZME Properties held under medium-term leases in

&% — Hong Kong 72,120 48,920
—HE — the PRC 1,780 -
73,900 48,920

NR-_EBEZRFNA=+H BILE At 30th September, 2005, the Group's investment
% fh {E A Castores Mgai International properties which were held for rental under operating
Limited ([CMIL]) IR AR MIHIREA leases were revalued on an open market, existing
REeEEERARERSEHORF use basis by Castores Mgai International Limited
BERKEYSE - EMELE ZEA ("CMIL"), an independent firm of professional valuers.
995,000 T (ZETMF : BER The deficit of HK$995,000 (2004: surplus of
4,774,000 70) EFF AR EMHEE HK$4,774,000) resulting from the revaluation is
EREEA - charged (2004: credited) to the investment properties

revaluation reserve.
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13. ¥ - BWERRZE 13.  PROPERTY, PLANT AND EQUIPMENT
t# FAR A B8
RE:  BOERG 1 RE  BREREZ ERIE g
Land Furniture Moulds,  Construction
and  and office Leasehold Motor ~ plant and in
buildings  equipment  improvements  vehicles  machinery progress Total
THn THn THn Tin TiEn Tin TiEx
HK$'000 Hk$'000 HK$000  HK$000 HK$'000 HK$000  HK$'000
A5HE THE GROUP
BAFHE COST OR VALUATION
RZZEWMETA-H At Ist October, 2004 13,940 3,989 8,559 6917 111,199 - 144,604
ERRRENZ Trensferred from investment
properties 1610 - - - - - 1610
RE Additons 1973 309 - 2,043 6,546 28062 39,133
k= Disposals - - - (519) (513) - (1032)
By U Decrease on revaluation (250) - - - - - (250)
BZETREAAZTE At 30th September, 2005 17273 4,98 8,559 8,641 117232 28,06 184,065
b Comprising
BRA At cost - 4,298 8,559 8,641 117232 28,062 166,792
[fE--F51f At valuation - 2005 17273 - - - - - 17273
17273 4,298 8,559 8,641 117232 28,062 184,065
TERBS DEPRECIATION AND
AMORTISATION
RZZZEETA-B At st October, 2004 - 3811 7730 5,798 100579 - 117918
KERR Provided for the year 416 yifi 157 1729 8,391 - 11,275
b E R Eliminated on disposals - - - (519) (513) - (1032)
EffEE Reversal upon revaluation (31) - - - - - (377)
R=ZERENEZ1H At 30th September, 2005 39 4093 8,187 7008 108457 - 127784
BEFE NET BOOK VALUES
R=ZERENEZ1H At 30th September, 2005 17234 205 n 1633 8775 28,062 56,281
RZETEEAA=FA At 30th September, 2004 13,940 178 829 1119 10,620 - 26,686

e 7 3
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13. Y% - BERSE (B) 13.  PROPERTY, PLANT AND EQUIPMENT (continued)
REER  AEEREBEREROF At the balance sheet date, the net book value of the
BABZEEFEASH T (= Group's motor vehicles held under finance leases

TEPYLE : 470,401 7T) °

amounted to HK$nil (2004: HK$470,401).

rEH
THE GROUP
“2ERE —TTNE
2005 2004
T FET
HK$'000 HK$'000
AEBHEANTHRETF The net book value of the Group's
Z B F land and buildings comprises:
BEmT
igeE/ES Properties held under
~EEBEBBEFHEAMFSE - medium-term leases in Hong Kong 7,639 5,130
—ERBERBEREHLIMERE - medium-term land use right
mEA in the PRC 9,595 8,810
17,234 13,940

REZZFEZERFNA=1+H ' CMILIZ
ARAMSRERGEEESHAEER
MNRBEBZHEHO LT RIET - Y
ELEZA%127,0008 T (ZFZF WM
£ : 420,000/ 7T) 5t A ER &K ©

REZIRET  AENMBEENR
1t -

74—

At 30th September, 2005, the Group's land and
buildings were revalued on an open market, existing
use basis by CMIL. The surplus of HK$127,000 (2004:
HK$420,000) resulting from the revaluation is credited

to the income statement.

No interest was capitalised under construction in

progress.
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14. RHBARZEE 14. INTERESTS IN SUBSIDIARIES
/NG
THE COMPANY
—E2ALE —TTMEF
2005 2004
FTET FET
HK$'000 HK$'000
FELEMBRG - BRAE Unlisted shares, at cost 28,434 28,434
BT —RMBRAZBR Advance to a subsidiary 35,000 35,000
B ORE R R Less: Impairment loss (45,309) (45,309)
18,125 18,125
ARARZZBEZERFNAA=THZ Details of the Company's principal subsidiaries at 30th
FEWMBRARFBEEHNMF30- September, 2005 are set out in note 30.

TTT—— 75
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15. BHRE 15 INVESTMENTS IN SECURITIES
rEH
THE GROUP
2005 2004
F#& T T
HK$'000 HK$'000
EMBEE : Non-current assets:
FEZINPAEGHES Held-to-maturity debt securities
= ] — listed overseas 187,418 187,418
—FBIFLE™ — unlisted in Hong Kong 14,222 4,387
201,640 191,805
o W R B 2 R Less: Amortisation of premium
on acquisition (3,315) (1,110)
198,325 190,695
mENE E Current assets:
EBEJZHF—BAELT Trading securities — listed in Hong Kong 35,101 9,576
233,426 200,271
EmRERNA=+H Market value of listed investments
Z 1A at 30th September 231,318 198,133

7 | —
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16. IR IE 16.

AT BRRFE B EFEMER
ZEEBRERBEBBNREENELE

B B M &
NOTES TO THE FINANCIAL STATEMENTS

DEFERRED TAXATION

The following are the major deferred tax liabilities
and assets recognised and movements thereon during

the current and prior years.

IR
=R
BIEE
ZEE
Difference
RIZRRRBHE between
Allowance for accounting
bad and and tax #Et
doubtful debts depreciation Total
TET THERT TET
HK$'000 HK$'000 HK$'000
NS THE GROUP
RZZZT=F+H—H At lst October 2003 336 400 736
FERERER Credit (charge) to income
(%) statement for the year 854 (193) 661
R-_ZZTWMF+H—H At 30th September, 2004 1,190 207 1,397
FERZRFAX Charge to income statement
for the year - (830) (830)
RZZZTRHF N A=+H At 30th September, 2005 1,190 (623) 567

N5 A A B 5 ¥R TR R E R IR

The following is the analysis of deferred tax balance

ST for financial reporting purposes:
rEE

THE GROUP
2005 2004
FET FET
HK$'000 HK$'000
EEFLIE & B Deferred tax assets 1,550 1,647
EEHERE Deferred tax liabilities (983) (250)
567 1,397

REEE  AEEERBEEELEZ
KRB IEEHEB850,000/8 7T (—F
TP : 867,000 T) A F{E# 84
BRRERDEH - AR AREERTE R
REMNBE  MABELEHRREE
RBEE®ER - BIARKEAERHE

==
:%l:l"

At the balance sheet date, the Group has unutilised
tax losses arising in Hong Kong of HK$850,000 (2004:
HK$867,000) that are available to offset future
assessable profits. No deferred tax assets have been
recognised due to the unpredictability of future profit
streams. These tax losses may be carried forward
indefinitely.

e 77
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17. FE 17.  INVENTORIES
AEE
THE GROUP
2005 2004
FEx T T
HK$'000 HK$'000
JR %4 Raw materials 13,467 6,859
e T Work in progress 7,895 5,869
£ P i Finished goods 2,516 3,234
23,878 15,962
18. B Z RKHMEUERIE 18.  TRADE AND OTHER RECEIVABLES
REE
THE GROUP
2005 2004
FE&xT FE T
HK$'000 HK$'000
EWE ZRE Trade receivables 65,312 61,758
H fih e Ug BR 18 Other receivables 10,627 12,098
75,939 73,856

AEBREFATDUAEEFNE
IR - BE—RBELELE90H
NI WETHERFZER -
HE AT REAR ATEE 1208 -

%y

Payment terms with customers are largely on credit.
Invoices are normally payable within 90 days
issuance, except for certain well-established
customers, where the terms are extended to 120

days.
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18. BEZRKHMEIWIRE (B) 18.

B B M =

NOTES TO THE FINANCIAL STATEMENTS

TRADE AND OTHER RECEIVABLES (continued)

The following is an aged analysis of trade receivables
as at the balance sheet date, based on the date

when goods were delivered:

REE
THE GROUP
2005 2004
FERT FETT
HK$'000 HK$'000
IR e Age
0— 318 A 0 — 3 months 62,096 57,153
4— 618 A 4 — 6 months 3,074 4,444
7— 1218 A 7 — 12 months 142 161
65,312 61,758
19. BEZRHEME(TIRIE 19. TRADE AND OTHER PAYABLES
REE
THE GROUP
—EZAREF —ZEWF
2005 2004
FERT FETT
HK$'000 HK$'000
eI 8 5 8R18 Trade payables 10,812 657
HoAh & 1 BR I8 Other payables 38,395 49,106
49,207 49,763

E/\ sEHH AKERNESREZ

The following is an aged analysis of the Group’s trade

BRSO T T payables as at the balance sheet date:
rEE

THE GROUP
—2ERE —TEME
2005 2004
FTER FAT
HK$'000 HK$'000

Bk Age

0—3f@A 0 — 3 months 10,789 626
4—6f8 A 4 — 6 months 23 31
10,812 657

e 7O
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20. BERENRIE 20. OBLIGATIONS UNDER FINANCE LEASES
A58
THE GROUP
ERENTHRE
LR EIEEA Present value of
Minimum lease minimum
payments lease payments
—ERRE “EENE “ERERE —ZIME
2005 2004 2005 2004
TET THT TR THT
HK$'000 HK$'000 HK$'000 HK$'000

M THIERER 258 The amounts are repayable as follows:

—ER Within one year 269 389 264 348
—EMER Between one to two years - 359 - 346
269 748 264 694

B ARZREER Less: Future finance charges 5 54 - -
BOEEIRE Present value of lease obligations 264 694 264 694

B R ABABEETHR  Less: Amounts due within one year
—FEREHZFHE shown under current liabilities 264 348

—FRIEE Amount due after one year - 346

e
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21. RITEE 21. BANK LOANS
r&H
THE GROUP
—EERF —TTME
2005 2004
BT FERT
HK$'000 HK$'000
RITEE The bank loans are repayable
ARTHHEEER as follows:
—FR Within one year 16,667 563
—EMEN Between one to two years 16,667 554
MERFN Between two to five years 2,222 1,738
L% After five years - 3,004
35,556 5,859
B MR REBEEETR  Less: Amounts due within one year shown
— Rz FE under current liabilities 16,667 563
—FRBBHKE Amounts due after one year 18,889 5,296

TTT— s
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22. BRAR 22. SHARE CAPITAL
RH#E HE
Number of
shares Amount
FHT
HK$'000
FHREE0.05/ 7t & Ak Ordinary shares of HK$0.50 each
ETE Authorised
-N-ZEZE=F+A—8" — at 1st October, 2003,
—ETMFAA=THR 30th September, 2004 and
—ETRFNA=TH 30th September, 2005 200,000,000 100,000
BETRAR Issued and fully paid
-RZEE=F+H—H — at Tst October, 2003 42,000,000 21,000
- &R — placing of shares 5,200,000 2,600
— TR B R — exercise of share options 4,185,326 2,093
—BERR - repurchase of shares (466,000) (233)
- UREE — scrip dividend 506,343 253
—RZZEEWFAA=TH — at 30th September, 2004 51,425,669 25,713
—RERH — placing of shares 9,350,000 4675
— TR ERE - exercise of share options 1,514,674 757
— KA AL - bonus issue 124,580,686 62,290
~-RZETRFENA=1H — at 30th September, 2005 186,871,029 93,435

RAREE » KRR 2B BITRAR
a0 R

() AREAEFR49BTTZER
A8 32 1% & & BR 5 9,350,000
BB 1D o AR El &8 A AT
BRIAEEF IR E R E A

SE-—REEES °

(i)  14,67415 % 1,500,00017 B A%
D BILAE 5 2.95% T k37
TLZATHEERERT -

(i) RZETARAF-_A=-+=
B AARESARGHA
BHBE RNz 75 AR R %
7T 124,580,686 % 1 4T A% -
ko mEHFERERMHER
A% AT A% o

R ARG B 1T IR B 1E AR 77 T R
B A D BITRIDZE A HES -

ey

During the year, the changes in the issued share
capital of the Company were as follows:

@

(i)

(i)

The Company has placed 9,350,000 shares of
the Company to independent investors at a
price of HK$4.9 per share. The Company
planned to use the proceeds to construct new
production plants and general working capital
of the Group.

14,674 and 1,500,000 share options were
exercised at the exercise price of HK$2.95 and
HK$3.00 per share respectively.

On 22nd February, 2005, 124,580,686 new
bonus shares of the Company were issued to
the shareholders in the proportion of two bonus
shares for every existing shares, by way of
capitalisation of the contributed surplus of the
Company.

All the shares which were issued during the year rank
pari passu with the then existing shares in all respects.
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23.

B

RIEBER-_ZEZT=F_AF —HHE1T2
RARBRRA® LBB Y TRRE
R ARNAEM—IBEERES S
([Frat&l) - FEt8mRAR—A N
+F =+ /\BFREMNZ BIRET
2 (T&E5TEL) -

/NSRS II=R e IR SETES
BRBAFLBERZ A ERSEER
e 2 2R - FEtBzaBERE
HEBBEARABR - ARFHE
B AR z2RBEEREMNE
BEEESEREE/AEEREHR
AR#S 2 A LB R - o FR A Sk R
e

BTYARARES FETHRAERK
FERRIBEZEMBEALTZ
BIREAFSEARAR B LIFNITES
B o BN - BT ARBEERR
KEMBZIERITESTHHREZ A
A E AL 2 EMERE  RE8E
BB (BEZA) 2121E A 2
NEBBTEEREHKETFREZ
BRE(BEETE  FHEHEkHR
ITREZERE) MBBETRATE
T2 () REBBARATRE
BEETRM20.1% : & () IRES
REBEHEBARARRNDEBZME
ARz EXKRTEFE 2 BER
5,000,000/ 7T - AllZA1S BIAR R
RIRE RS E# & o
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NOTES TO THE FINANCIAL STATEMENTS

SHARE OPTIONS

Pursuant to an ordinary resolution passed in the
Company's special general meeting held on 1st
February, 2003, the Company approved and adopted
a share option scheme (the “New Scheme”) which
will expire on 31st January, 2013. The New Scheme
replaced the share option scheme adopted on 18th
March, 1997 (the "Old Scheme").

The purpose of the New Scheme is to recognise and
motivate the participants and to provide incentives
and rewards to eligible participants who contribute to
the success of the operations of the Group. Under
the New Scheme, the directors may grant options to
any eligible participants, including the Company's
shareholders, all directors and any full-time employees
of the Company or any subsidiaries and any suppliers,
consultants or advisors who will provide or have

provided services to the Group.

Share options granted to a director, chief executive
or substantial shareholder of the Company, or to any
of their associates, are subject to approval of the
independent non-executive directors of the Company.
In addition, any share options granted to a substantial
shareholder or any independent non-executive director
of the Company, or to any of their associates, which
would result in the shares issued and to be issued
upon exercise of all share options already granted
and to be granted (including share options exercised,
cancelled and outstanding) to such person in any
one year up to and including the date of such grant
(i) representing in aggregate value over 0.1% of the
shares of the Company in issue on that date; and (ii)
having an aggregate value, based on the closing price
of the shares on the date of each grant, in excess of
HK$5 million, are subject to shareholders’ approval

in a general meeting.
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BRE(E)

BREARNAQRNEETSEHET
Z EAREIRTTE - ZEIMANK LS
RERBBITZEIOFAER - X
HEBRKRER - AR a Al EERER
RERIITE AT BRI A 2 & HAM - 12
ERHBRENIZE BER5T28
BN - MENRZEN 2 RE
RIEBTT c BREROD 2 REBET
BERUNT=ZFFZEEE : DK
MREE BB KHE : (NRHE
EEHBHAIIAERS A ZFHK
mE: R(NKRHEE - EREHN
FEIR TREBRESR RN
B&Z T SHBBARRDRRBENRT
EEBEEITRMN Z10% - AT -
EBRSBITERBRIFEAE D EHE
RITEZEREMAIZEITZ RGN 4E
R Z T EBBRRARTREETT
B&15 2 10% ° PA{Ef —4F + A%
TERZREER2HEEBRESR
RIDEE & Z TSHBBARRD A TR
BT Z 1% o
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SHARE OPTIONS (continued)

The exercisable period of the options granted are
determined by the board of directors of the Company
at its absolute discretion. The share options will expire
no later than ten years from the date of grant. At the
time of grant of the share options, the Company may
specify a minimum period for which an option must
be held before it can be exercised. The acceptance
date should not be later than 28 days after the date
of offer. A nominal consideration of HK$1 is payable
on acceptance of the grant of options. The
subscription price of the option shares is not less
than the higher of (i) the closing price of the shares
on the date of grant; (ii) the average closing prices
of the shares on the five trading days immediately
preceding the date of grant; and (iii) the nominal
value of the shares. The maximum number of shares
in respect of which options may be granted under
the New Scheme may not exceed in nominal amount
of 10% of the issued share capital of the Company
at the date of approval of the New Scheme. However,
the total maximum number of shares which may be
issued upon exercise of all outstanding share options
must not exceed 10% of the issued share capital
from time to time. The number of shares in respect
of which options may be granted to each eligible
participants in any one year is not permitted to exceed
1% of, the shares of the Company in issue from time

to time.

84—
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NOTES TO THE FINANCIAL STATEMENTS

23. BEREE) 23.  SHARE OPTIONS (continued)
RIBARRFERAEE - mARTTE Movement in the number of outstanding share options
BREHAREZ_ZEZTRLFNA during each of the two years ended 30th September,
ETHELERBEFESEZEFHENR 2005 under the Company’s share option schemes
wmr are as follows:

BREAE
Number of share options
141.10.2004 £ £ $#30.9.2005
REBH THE te R AT g Bog tef A7 £
Outstanding Granted Exercised Outstanding
TEER Exercise at during during at
Type of scheme  Date of grant price 1.10.2004 the year the year 30.9.2005
BT
HK$
et 2l “TEMFLANA
“ZTME-A+tH
New Scheme 9th July, 2004 3.00 1,500,000 = 1,500,000 =
17th February, 2004 2.95 14,674 - 14,674 -
1,514,674 = 1,514,674 =
BREHE
Number of share options
71.10.2003 ER £ 130.9.2004
REAH THE tef R AT g B tof R AT £
Outstanding Granted Exercised Outstanding
srEER Exercise at during during at
Type of scheme  Date of grant price 1.10.2003 the year the year 30.9.2004
BT
HK$
Eitd “ZZMETAAA
Old Scheme 5th October, 2004 1.63 2,769,326 - 2,769,326 -
et &l —ZTMFE+LANA
“ZTNF-A++A
New Scheme 9th July, 2004 3.00 = 1,972,000 472,000 1,500,000
17th February, 2004 2.93 = 958,674 944,000 14,674
2,769,326 2,930,674 4,185,326 1,514,674

e O
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23. BERRE(E) 23.  SHARE OPTIONS (continued)
REFTA LR ESIFBERER Details of the options held by the directors included
(=R C in the above table are as follows:
BREZE
Number of share options
141.10.2004 £R FR 730.9.2005
srEER REAH TRE e R AT g Bk tef K A7 B
Outstanding Granted Exercised Outstanding
Exercise at during during at
Type of scheme  Date of grant price 1.10.2004 the year the year 30.9.2005
BT
HK$
atél “ZTMELANA
New Scheme 9th July, 2004 3.00 1,500,000 = 1,500,000 =
BREZE
Number of share options
741.10.2003 £R FR - 730.9.2004
srEER REAH TRE e R AT g Bk tef K A7 B
Outstanding Granted Exercised Outstanding
Exercise at during during at
Type of scheme  Date of grant price 1.10.2003 the year the year 30.9.2004
B
HK$
Eitd —ZTNETARA
Old Scheme 5th October, 2004 1.63 2,769,326 - 2,769,326 -
atél “ZTMELANA
New Scheme 9th July, 2004 3.00 = 1,972,000 472,000 1,500,000
2,769,326 1,972,000 3,241,326 1,500,000
R-ZZZTRF AEEEEK2H In 2005, no share options were granted to eligible
E(BREAQAFTRENBARES) employees of the Group (including directors of the
ARBEEXRTHEERE ZFBEEKRED Company and its subsidiaries”). The share options
RIELEHRERE - were vested at the date of grant.
FARR ARG A EREETEH The average closing price of the Company’s share at
ZFEHYHERSBETL(ZEE dates of issue for the exercise of share options for
POE : 3.025%7T) ° the year was HK$5.68 (2004: HK$3.025).
W a5 2= KA BE AR E 6 E X B AR No charge is recognised in the income statement in
2 EBEBEREMBAX - respect of the value of options granted in both years.

ey
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24. f#E 24. RESERVES

R EE SRR REREM R &

Share Contributed Retained Dividend B8

premium surplus profits reserve Total

THR Tin TR Tin Thn

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
O] THE COMPANY
RZEE=£+A-H At Tst October, 2003 14,000 137,220 22,783 2,832 176,835
] Issue of shares 17779 - - - 17779
BNZST=EXHKE 2003 final dividend paid - - - (2832) (2832)
EOkH Repurchase of shares (1,099) - - - (1,099)
BNZ2ZREFHHEE 2004 interim dividend paid 1,152 - (2,037) - (885)
R EGLT Net profit attributable to shareholders - - 246 - 246
BERERE Final dividend proposed - - (3,600) 3,600 -
RZFEMENA=TH At 30th September, 2004 31,832 137220 17392 3,600 190,044
ki1 Issue of shares 44,926 (62,290) - - (17,364)
BRZZ2ERERBKE 2004 final dividend paid - - (760) (3,600) (4,360)
BNZSTREFHRE 2005 interim dividend paid - - (4.859) - (4.859)
RREEEH Net loss attributable to shareholders - - (71) - an)
ER-SSRERERE 2005 final dividend declared - - (10,278) 10,278 -
RZZZRENA=TA At 30th September, 2005 76,758 74,930 1,324 10,278 163,290

REBBARBRBIEAR R B FTUE
WMEBARzBREEFEMAREER
— NNt ERBEEERSEHAKEZS
MEARMEBEITARBRMDZEE
WMEZEZR  WER=ZZEZT=F%
REDRELR I RERAR _ZEZT R
FEBBFTERETZIRRAR o

e 7

The contributed surplus of the Company comprises
the difference between the aggregate net tangible
assets of the subsidiaries acquired by the Company
and the nominal amount of the Company's shares
which were issued to acquire those subsidiaries
pursuant to a group reorganisation in 1997, and
increased by the capital reduction in 2003 and applied

for the bonus issue by way of capitalisation in 2005.
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(&)
BRARBEANN - RIFARE—N
—ERAPA (BIERT) » ARABZH

ABBRIFAH D IR TR - A

B THIBEREIR - RIRFEHAEE
IREORAT AR - RIEBABRERPE
H oK

(@) BHBINIKBERGEEEE
Az aE XK

by ERRMEEZAEBERKD
EAH\EE&EE?‘TTHMK&
B s Bk Z4E%E -

BEERAE RZTETRFNLA=T
H - AQAAHD IR T REZ #E
BRESARR - RE &N R EH
&4 ££86,532,0008 L (=T =M
£ : 158,212,000 7T) °
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RESERVES (continued)

In addition to retained profits, under the Companies
Act 1981 of Bermuda (as amended), contributed
surplus of the Company is available for distribution
to shareholders. However, a company cannot declare
or pay a dividend, or make a distribution out of

contributed surplus, if:

(a) itis, or would after the payment be, unable to

pay its liabilities as they become due; or

(b)  the realisable value of its assets would thereby
be less than the aggregate of its liabilities and
its issued share capital and share premium

accounts.

In the opinion of the directors, the Company's reserves
available for distribution as at 30th September, 2005
was HK$86,532,000 (2004: HK$158,212,000), which
comprises the aggregate of contributed surplus,

retained profits and dividend reserve of the Company.

Gy
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25. REMHDNZHE
REEH - NEBHEATHEABTE

RIEEMEZ TR RE&ET AR

25.
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OPERATING LEASE ARRANGEMENTS

At the balance sheet date, the Group has contracted

with tenants for the following future minimum lease

FARTAY payments in respect of investment properties rented:
N 3
THE GROUP
g 3 g2 —ETME
2005 2004
TERT FTET
HK$'000 HK$'000
—FN Within one year 1,723 614
F_FZENE (BREEWE) In the second to fifth year inclusive 1,426 -
3,149 614

REER - AERERRETAIHD
REBOMMER T EBTFERAZ
IR R EARAT KA H 2 ASE KR
T2 BB H

At the balance sheet date, the Group was committed
to make the following future minimum lease payments
in respect of land and buildings rented under non-

cancellable operating leases which fall due as follows:

rEE

THE GROUP
—EERE —TTME
2005 2004
TERT TET
HK$'000 HK$'000
—FR Within one year 18 569
RE_%F In the second year - 300
18 869

MRAEE R - KR AL S T 4 &

TR

e o O

The Company has no operating lease commitments

at the balance sheet date.
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26. EBEAREIE 26. CAPITAL COMMITMENTS
REE
THE GROUP

—ZEEREF —ZTRNEF

2005 2004

FET FET

HK$'000 HK$'000

BB AREHEMTE  Capital expenditure contracted for

WMEBEE2SE but not provided in the financial
=N statements in respect of
— W EEE - — the acquisition of property, plant
& = K 7% 1 and equipment 22,149 46,875
—RHPBEZEE — investments in the PRC 55,763 128,346
77,912 175,221
REER @ AR A I EE KK The Company has no capital commitments at the
Z o balance sheet date.

27. HAREE 27  CONTINGENT LIABILITIES
RZZEZERFNLA=TH  &AQF At 30 September 2005, the Company has given
2 M —REER 1742 £ 50,000,000/ 7T corporate guarantees of HK$50,000,000 (2004: Nil)

—ZTTF  |\) REIER - AE to a bank to secure the credit facilities granted to its
RAERAMBRARERTEEME subsidiary.
Z A o

3
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28.

29.

e O |

R KB A ET S

AREBRBEEMBARERREER

sl ATERE 8 (TZEHE) - &%
EZEERAKREES AR
B XHAETEAES - AEE K
1’ B9 7R3 B B % £ KA 2 5%IA

"z At BIHEER -

ARRFEMBRARZEEZHER
PRI EE 2 BIRE R KRR
T8l - AR AP EKHE AR AR

REHEE T ALY AZERKEE
R - AEER A BRRENGE
ZME—EBETDRBEAEREEL

-

BEARSEE

R-_ZEZRAF+ A > REEBENUDY
25,600,000 Tt 2 R BKEEZEY
7% °
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RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund
Scheme (the “Scheme”) for all qualifying employees
in Hong Kong. The assets of the Scheme are held
separately from those of the Group in funds under
the control of trustee. Both the Group and the
employees contribute 5% of the relevant payroll costs

to the Scheme.

The employees of the Company’s PRC subsidiaries
are members of state-managed retirement benefits
scheme operated by the PRC government. The
Company's PRC subsidiaries are required to contribute
a certain percentage of their payroll to the retirement
benefits scheme to fund the benefits. The only
obligation of the Group with respect to the retirement
benefits scheme is to make the required contributions

under the scheme.

POST BALANCE SHEET EVENT

In October 2005, the Group acquired investment
properties for an aggregate consideration of

approximately HK$25.6 million.
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30. PRINCIPAL SUBSIDIARIES

R=ZEBAFAA=TA - AAA
IEHBAR(2FHARRAM

BRE2EHA) ZFBOT

NN R

Name of subsidiary

EXERARRAA
Extra Rich Development

Limited

ER(RR)EF
BRAA
(Morning Star (Dongguan)
Electronic Co., Ltd.)
(BKtzEa)

(note a)

EREXARAA
Morning Star Industrial

Company Limited

Ocean World

International Limited

Details of the Company's principal subsidiaries, all of

which are indirectly wholly-owned by the Company,

at 30th September, 2005 are as follows:

Eaiia R
B3, 3 3 B
Place of
incorporation/
establishment/

operation
S

Hong Kong

R
PRC

e
Hong Kong

RBHBARES BB

BVI/Hong Kong

ERITREBRE
HEMEAEE
Nominal value of
issued and fully
paid share/

registered capital
10,0007 7T

HK$10,000

56,077,200/ 7T
HK$56,077,200

5,000,000/ 7T
HK$5,000,000

1,0003< 7T
US$1,000

EFRER

Principal

activities

HEWE
Property holding

2 3% TR 7
¥
Manufacture of

switches and jacks

57 [ 1 e
Manufacture of and
trading in switches

and jacks

REERKRES
Investment holding

and trading

ey
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30. XTEMELAR (&) 30. PRINCIPAL SUBSIDIARIES (continued)

M, ERITRER

M B A= &8 FR 3L, 3 i B HEMEANEHE FEXER
Place of Nominal value of
incorporation/ issued and fully

establishment/ paid share/ Principal

Name of subsidiary operation registered capital activities

ER (BE) EFARLQA HHE 30,000,000% 7T HENBEEER

(Morning Star (Luo Ding) PRC HK$30,000,000 7 8 ¥ 2

Electronic Co., Ltd.) Manufacture of

(Mt7ED) and trading in

(note b) switches and jacks

REXKETERAT [ 15,000,000 7T BEREBEER

(B 3Ec) PRC HK$15,000,000 e 78 173

(note ¢) Manufacture of

and trading in
switches and jacks

R KEETFHRA A R [ 14,000,000 7T FEERE
(K 3Ed) PRC HK$14,000,000 EIRBEAR
(note d) Manufacture of

flexible flat cables

EREX OR) ARAR HH 80,000,000/ 7T HWEREEER
(KizEe) PRC HK$80,000,000 7 28 17 BB
(note e) Manufacture of

and trading in

switches and jacks

e ) 3
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30. XTEMELAF (8 30. PRINCIPAL SUBSIDIARIES (continued)

Htat - Notes:

(@ ERER)EFAERIAAARE (a)  Morning Star (Dongguan) Electronic Co., Ltd. is a
FEKZZIEBEERE K8 wholly foreign investment enterprise established in
- NAN=F+t-A=1THE the PRC for a term of 15 years commencing 30th
i BHEA+HRF - December, 1993.

b)) EBE(EE)EFAERIAAALE (b)  Morning Star (Luo Ding) Electronic Co., Ltd. is a
FREIRY 2 NEEE R - KE wholly foreign investment enterprise established in
e —TTHF— A Hiest the PRC for a term of 12 years commencing 2nd
ABEA+ —4F o January, 2004.

© REERETHARARARETEFREH (0 R FHRETAHR AT is a wholly foreign
R ZNEBERSE  KEHE investment enterprise established in the PRC for a
—EE=FMA - +HBE L5t term of 12 years commencing 24th April, 2003.
BB -

(d) HEXBHETFHRELQFEFHK (d) BXEXBEFAHMBRAAE is a wholly foreign
M ZEINERE  KEHEE investment enterprise established in the PRC for a
ToFSNATHBRE B term of 12 years commencing 24th June, 2002.
=5 -

(e) EZEREBX(CIR) BABRRAIAL (e) EREXE OUR) BBR2AA is a wholly foreign
FREIKY 2 INEBE RS BT investment enterprise established in the PRC for a
TEMEFENA+RERAEHTF term of 10 years commencing 16th August, 2004.

FREVZARBMBRABTIES The above table lists the subsidiaries of the Company

ERRIEBEXEARAFERENEE which, in the opinion of the directors, principally

HEEE  BEFRR/YEEMME affected the results or assets or liabilities of the Group.

NAlFEEBHILE - To give details of other subsidiaries would, in the

opinion of the directors, result in particulars of

excessive length.

EMBARMER _TTRAFNA None of the subsidiaries had any debt securities
=+HNAGFEEERRERES - F subsisting at 30th September, 2005 or at any time
AR R A TR EERESE S o during the year.

94—



