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GENERAL

The Company is incorporated in Bermuda as an exempted company
with limited liability and its shares are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The addresses of the
registered office and principal place of business of the Company are
disclosed in the corporate information to the annual report.

The consolidated financial statements are presented in Hong Kong
dollars, which is the same as the functional currency of the Company.

The principal activities of the Company and its subsidiaries (“the Group”)
are the development, manufacture, marketing and distribution of
electronic products, including micro-computers, telecommunication
equipment, broadband communication products, internet appliances,
wireless communication or networking equipment and other electronic
products.

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES

In the current year, the Group has applied, for the first time, a number
of new Hong Kong Financial Reporting Standards (“HKFRSs"), Hong
Kong Accounting Standards (“HKASs") and Interpretations (hereinafter
collectively referred to as “new HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA") that are effective
for accounting periods beginning on or after 1st January, 2005. The
application of the new HKFRSs has resulted in a change in the
presentation of the consolidated income statement, consolidated balance
sheet and consolidated statement of changes in equity. In particular,
the presentation of minority interests and share of tax of associates
have been changed. The changes in presentation have been applied
retrospectively. The adoption of the new HKFRSs has resulted in changes
to the Group's accounting policies in the following areas that have an
effect on how the Group's results for the current and/or prior accounting
years are prepared and presented:
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For the year ended 3 1st December, 2005

2.

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (Continued)

Business combinations

In the current year, the Group has applied HKFRS 3 “Business
Combinations” which is effective for business combinations for which
the agreement date is on or after 1st January, 2005. The principal effects
of the application of HKFRS 3 to the Group are summarised below:

Goodwill

In previous years, goodwill arising on acquisition of an associate was
capitalised and amortised over its estimated useful life. The Group has
applied the relevant transitional provisions in HKFRS 3 from 1st January,
2005, and has discontinued amortising such goodwill from 1st January,
2005 onwards and goodwill will be tested for impairment at least
annually. Goodwill arising on acquisitions after 1st January, 2005 is
measured at cost less accumulated impairment losses (if any) after
initial recognition. As a result of this change in accounting policy, no
amortisation of goodwill has been charged in the current year.
Comparative figures for 2004 have not been restated (see note 3 for
the financial impact).

Excess of the Group’s interest in the net fair value of acquiree’s
identifiable assets, liabilities and contingent liabilities over cost
(previously known as “negative goodwill”)

In accordance with HKFRS 3, any excess of the Group's interest in the
net fair value of acquiree’s identifiable assets, liabilities and contingent
liabilities over the cost of acquisition (“discount on acquisition”) is
recognised immediately in the profit or loss in the year in which the
acquisition takes place. In previous years, negative goodwill arising on
acquisitions prior to 1st January, 2001 was held in reserves. In accordance
with the relevant transitional provisions in HKFRS 3, the Group has
derecognised all negative goodwill on 1st January, 2005 of HK$706,000,
which was previously recorded in reserves, with a corresponding increase
to accumulated profits (see note 3 for the financial impact).
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REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (Continued)

Financial instruments

In the current year, the Group has applied HKAS 32 “Financial
Instruments: Disclosure and Presentation” and HKAS 39 “Financial
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Instruments: Recognition and Measurement”. HKAS 32 requires
retrospective application. HKAS 39, which is effective for annual periods
beginning on or after 1st January, 2005, generally does not permit the
recognition, derecognition or measurement of financial assets and
liabilities on a retrospective basis. The principal effects resulting from
the implementation of HKAS 32 and HKAS 39 are summarised below:

Classification and measurement of financial assets

TREERZMAB 7 ER;E

and financial liabilities

AEBERBEGTEAIE395RAIESR
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The Group has applied the relevant transitional provisions in HKAS 39
with respect to the classification and measurement of financial assets
and financial liabilities that are within the scope of HKAS 39.
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2.

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Debt and equity securities previously accounted for under the
benchmark treatment of Statement of Standard Accounting
Practice (“SSAP”) 24

At 31st December, 2004, the Group classified and measured its debt
and equity securities in accordance with the benchmark treatment of
SSAP 24, investments in debt or equity securities are classified as
“investment securities”, “other investments” or “held-to-maturity
investments” as appropriate. “Investment securities” are carried at cost
less impairment losses (if any) while “other investments” are measured
at fair value, with unrealised gains or losses included in profit or loss.
Held-to-maturity investments are carried at amortised cost less
impairment losses (if any). From 1st January, 2005 onwards, the Group
has classified and measured its debt and equity securities in accordance
with HKAS 39. Under HKAS 39, financial assets are classified as “financial
assets at fair value through profit or loss”, “available-for-sale financial
assets”, “loans and receivables” or “held-to-maturity financial assets".
“Financial assets at fair value through profit or loss” and “available-for-
sale financial assets” are carried at fair value, with changes in fair values
recognised in profit or loss and equity respectively. Available-for-sale
equity investments that do not have quoted market prices in an active
market and whose fair value cannot be reliably measured and derivatives
that are linked to and must be settled by delivery of such unquoted
equity instruments are measured at cost less impairment after initial
recognition. “Loans and receivables” and “held-to-maturity financial
assets” are measured at amortised cost using the effective interest
method after initial recognition.

All'investments in securities of the Group as at 31st December, 2004
amounting to approximately HK$8,239,000 has been reclassified to
available-for-sale investments and held-to-maturity investments
amounting to approximately HK$196,000 and HK$8,043,000 in
accordance with HKAS 39 on 1st January, 2005 respectively. The
adoption of HKAS 39 with respect to the classification and measurement
of debt or equity securities has had no material financial impact to the
Group, and accordingly no adjustment is required to accumulated profits
as at 1st January, 2005.
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REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Financial assets and financial liabilities other than debt and
equity securities

From 1st January, 2005 onwards, the Group classifies and measures its
financial assets and financial liabilities other than debt and equity
securities (which were previously outside the scope of SSAP 24) in
accordance with the requirements of HKAS 39. As mentioned above,
financial assets under HKAS 39 are classified as “financial assets at fair

"o

value through profit or loss”, “available-for-sale financial assets”, “loans
and receivables” or “held-to-maturity financial assets”. Financial liabilities
are generally classified as “financial liabilities at fair value through profit
or loss” or “financial liabilities other than financial liabilities at fair value
through profit or loss (other financial liabilities)”. The Group's financial
liabilities comprise other financial liabilities which are carried at amortised

cost using the effective interest method after initial recognition.

Prior to the application of HKAS 39, all interest-free non-current amounts
due from associates were stated at their nominal amounts. HKAS 39
requires all financial assets and liabilities to be measured at fair value
on initial recognition. Such interest-free loans are measured at amortised
cost determined using the effective interest method at subsequent
balance sheet dates. The Group has applied the relevant transitional
provisions in HKAS 39. As a result of this change in the accounting
policy, the Group has recognised approximately HK$1,591,000 as
imputed interest income for the year arising on amounts due from
associates which was included in interest income (see note 3 for the
financial impact).
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2.

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Derivatives

At 31st December, 2004, the Group has no derivative financial
instruments.

From 1st January, 2005 onwards, all derivatives that are within the
scope of HKAS 39 are required to be carried at fair value at each balance
sheet date regardless of whether they are deemed as held for trading
or designated as effective hedging instruments. Under HKAS 39,
derivatives (including embedded derivatives separately accounted for
from the non-derivative host contracts) are deemed as held-for-trading
financial assets or financial liabilities, unless they qualify and are
designated as effective hedging instruments. The corresponding
adjustments on changes in fair values would depend on whether the
derivatives are designated as effective hedging instruments, and if so,
the nature of the item being hedged. For derivatives that are deemed
as held for trading, changes in fair values of such derivatives are
recognised in profit or loss for the year in which they arise. The Group
has applied the relevant transitional provisions in HKAS 39. For the
Group's derivatives which do not meet the requirements of hedge
accounting in accordance with HKAS 39, the Group has, from 1st January,
2005 onwards, deemed such derivatives as held for trading (see note
3 for the financial impact).

Derecognition

HKAS 39 provides more rigorous criteria for the derecognition of financial
assets than the criteria applied in previous years. Under HKAS 39, a
financial asset is derecognised, when and only when, either the
contractual rights to the asset's cash flows expire, or the asset is
transferred and the transfer qualifies for derecognition in accordance
with HKAS 39. The decision as to whether a transfer qualifies for
derecognition is made by applying a combination of risks and rewards
and control tests. The Group has applied the relevant transitional
provisions and applied the revised accounting policy prospectively in
relation to transfer of financial assets from 1st January, 2005 onwards.
This change has had no material effect on the results for the current
year.
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REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (Continued)

Investment properties

In the current year, the Group has applied HKAS 40 “Investment
Property”. The Group has elected to use the fair value model to account
for its investment properties which requires gains or losses arising from
changes in the fair value of investment properties to be recognised
directly in the profit or loss for the year in which they arise. In previous
years, investment properties under the predecessor standard (SSAP
13) were measured at open market values, with revaluation surplus or
deficit credited or charged to investment property revaluation reserve
unless the balance on this reserve was insufficient to cover a revaluation
decrease, in which case the excess of the revaluation decrease over the
balance on the investment property revaluation reserve was charged to
the income statement. Where a decrease had previously been charged
to the income statement and a revaluation surplus subsequently arose,
that increase was credited to the income statement to the extent of the
decrease previously charged. The Group has applied the relevant
transitional provisions in HKAS 40 and elected to apply HKAS 40 from
1st January, 2005 onwards. This change has had no material effect on
the results for the current year.

Deferred taxes related to investment properties

In previous years, deferred tax consequences in respect of revalued
investment properties were assessed on the basis of the tax
consequence that would follow from recovery of the carrying amount
of the properties through sale in accordance with the predecessor
Interpretation (SSAP-Interpretation). In the current year, the Group has
applied HK(SIC) Interpretation 21 (“INT-21") “Income Taxes — Recovery
of Revalued Non-Depreciable Assets” which removes the presumption
that the carrying amount of investment properties is to be recovered
through sale. Therefore, the deferred tax consequences of the investment
properties are now assessed on the basis that reflect the tax
consequences that would follow from the manner in which the Group
expects to recover the property at each balance sheet date. In the
absence of any specific transitional provisions in INT-21, this change in
accounting policy has been applied retrospectively. Comparative figures
for 2004 have been restated (see note 3 for the financial impact).

E Wong's International (Holdings) Limited Annual Report 2005



R IR Rk

R _EEAF A=+ —HIFE

XAEBMBHREREL,
SRR 28 (&)

XTEACHEE L iR

RARFE - XXaRcagtmhig
FHADE - BB KR - WAKAEE
A E - AFEEAKBRAELETE
AIE175R [HE] - REFEGTELF
1757 - T REFTERESE I ORL
WREFEHOEERE - HEEFRER
A SN Rt RBTE D - HE LM
ZRESREH D BAKERET 2 BN
MEFIR - WIEKAFINERNTEEFH
NIAEARERHE - IWREHRR &
BEEPEM —TTHFZ BT
EEHM2I (RME3ZMBEE) -

ST RRE B 2V ERE

EXMEE2F i st RRESHANFE
RAGRFREZREZFEMT:

Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

2.

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (Continued)

Owner-occupied leasehold interest in land

In previous years, owner-occupied leasehold land and buildings were
included in property, plant and equipment and measured using the
cost model. In the current year, the Group has applied HKAS 17 “Leases".
Under HKAS 17, the land and buildings elements of a lease of land and
buildings are considered separately for the purposes of lease
classification. To the extent that the allocation of the lease payments
between the land and buildings elements can be made reliably, the
leasehold interests in land are reclassified to prepaid lease payments
under operating leases, which are carried at cost and amortised over
the lease term on a straight-line basis. This change in accounting policy
has been applied retrospectively. Comparative figures for 2004 have
been restated (see note 3 for the financial impact).

SUMMARY OF THE EFFECT OF THE
CHANGES IN ACCOUNTING POLICIES

The effect of the changes in the accounting policies described in note 2
above on the results for the current and prior years are as follows:

2005 2004
BT T BT T
HK$'000 HK$'000
BFHERD Decrease in depreciation on buildings 375 339
BIEIE N Increase in taxation (550) (243)
TR eI & A BIZERNER Recognition of imputed interest
FEEFIEZBENEMA income on non-current interest-free
amounts due from associates 1,591 -
CRMTANTEEZY Loss arising from fair value changes of
FrEEE 2 E1E financial instruments (788) -
—MHEE R R 2R Decrease in amortisation of
43 R goodwill of an associate 221 =
F &N IE N Increase in profit for the year 849 96

FAmANIEIN OB A) L EThBEFT 251 2
HE DT :

Analysis of increase (decrease) in profit for the year by line items
presented according to their function:

2005 2004
BT T BEETIT
HK$'000 HK$'000
SR TARNTEEZS Fair value changes on financial

instruments (788) -

g /NG Share of result of associates (161) (548)
A 2 A Interest income 1,591 =
e Depreciation 375 339
I8 Taxation (168) 305
F RN IE N Increase in profit for the year 849 96

IKER (B BRLAT —TTRFFR
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SUMMARY OF THE EFFECT OF THE
CHANGES IN ACCOUNTING POLICIES
(Continued)
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SRR LA 23t B AL

The cumulative effects of the application of the new HKFRSs on the
consolidated balance sheet as at 31st December, 2004 and 1st January,
2005 are summarised as follows:

T
L
R-2EME Adjustment
+ZA=1-A #E BETT K-ZEIME ot #E R-BZnf
Asat Adjustment  HK$000 t=A=+-B Adjustment Adjustment ~ —A-H
3/12/2008  BETR R Asat  EBETR  E¥TR As at
(R%E25)  HK$000  &FHEEl 31/12/2004  HK$000  HK$000  1/1/2005
(originally A 217% (B3 EE  BRME (EHE))
stated)  SEB]  HKAS17  (restated)  ©3HEE]  HEEE  (restated)
eI 1% (W) A%Tn $30% £ BETR
HK$000  HKAST (Note)  HK$000  HKAS39  HKFRS3  HK$000
VER T Property, plant and equipment 410672 - (111360) 299312 - - 299312
BARETE Prepaid lease payments - = 94197 94197 = = 94197
FHFRE Investment in securities 8,239 = = 8,239 (8.239) = =
BlAE Intangible asset 1,946 - (1,946) - - = -
AEnERE Available-for-sale investments - = = - 196 = 196
REZIEARE Held-to-maturity investments - - - - 8,043 - 8,043
BT Defered taxation (1,133) - (1,941) (3,074) - - (3,074)
EthEE/Bf Other assets/liabilties 206,031 - - 206031 - - 206031
HEERBEEYE  Total effects on assets
and liabilties 625,755 - (1,05) 604705 - - 604705
i Share capital 46,692 - - 46,692 - - 46,692
Zetit Accumulated profis 151,949 - (21050) 130,899 - 706 131605
EAfHE Capital reserve 706 - - 706 - (706) -
At Other resenes 426,059 - - 426059 - - 426059
SRR ER Minority interests - 349 - 349 - - 349
HER ByE Total effects on equity 625,406 349 (21050) 604705 - - 604705
PERRER Minoriy interests 349 (349) = = = = =
625,755 - - 604705 - - 604705

Wong's International (Holdings) Limited Annual Report 2005
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3. SITHREHFEMNE 3. SUMMARY OF THE EFFECT OF THE

(&) CHANGES IN ACCOUNTING POLICIES
(Continued)
Bt Note:
EZ%’}Z%E%_ ZTF L REF 2 The amounts represent adjustments to comparative figurers for 2004
B ZEFRETDRE()HIRZES215 arising from (i) recognition of deferred taxation liabilities in respect of
Eﬁﬁxﬁ%%ﬁﬁﬁ@? RIEFIA B EL revalued investment properties in accordance with INT-21 of
PEHE1,941,0007T R(NBIEE S S 5T 2R approximately HK$1,941,000 and (ii) reclassification of leasehold
F1TRK LB ERRER D ERKE interests in land to prepaid lease payments under operating leases
HE T ZENHEERE - SEFANEE according to HKAS17 resulted in increase in amortisation of prepaid
FRIE 2 B SHIE IN4974%519,109,0007T © lease payments of approximately HK$19,109,000. These changes of
MEEFBRESHDEPEM - accounting policies have been applied retrospectively.
H_ZETMFE— A —BAREEZERE The financial effects of the application of the new HKFRSs to the Group's
BB B E 2R 2 B s 2t equity as at 1st January, 2004 are summarised below:
AT
B8
FEEZ25 25 ER
As originally ~ REHE215 EVL A E ]
stated INT-21 HKAS 17 As restated
BT BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
&N Share capital 46,692 — — 46,692
BANfEE Capital reserve 706 - - 706
H A Other reserves 423,222 - - 423,222
Gyl Accumulated profits 137,381 (1,698) (19,448) 116,235
Hiigm o B2 Total effects on equity 608,001 (1,698) (19,448) 586,855
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3. ERBREHZIERE 3. SUMMARY OF THE EFFECT OF THE
(&) CHANGES IN ACCOUNTING POLICIES
(Continued)

For the year ended 3 1st December, 2005

AEBEYWERZFEAATERMER
TTRF T A=1T—HRRERZH
FIEA - RERER] - ARRESEY
I EHRT RS EEZ BRAK T EH AR
SECHBERRELSTATE -

The Group has not early applied the following new standards,
interpretations and amendments that have been issued but are not yet
effective as at 31st December, 2005. The directors of the Company
anticipate that the application of these new standards or interpretations
will have no material impact on the financial statements of the Group.

BRGENE IR BERRE HKAS 1 (Amendment) Capital Disclosures'
(AERT)
BB G LR BEWE R HKAS 19 (Amendment) Actuarial Gains and Losses, Group Plans
E195% (1&7T) B £E and Disclosures?
BEIE
R e ER BINERE HKAS 21 (Amendment) Net Investment in a Foreign Operation?
EVAEACSEEY REFER
BRG] TARIEE HKAS 39 (Amendment) Cash Flow Hedge Accounting of Forecast
395 (1&{E7T) NERZ 52 Intragroup Transactions®
Reng
Hgits
B err &R BATEBRELY HKAS 39 (Amendment) The Fair Value Option?
395 (EIER]) 3
'i?/a 2 ET AR IBHERE L HKAS 39 & HKFRS 4 Financial Guarantee Contracts?
FI9H R (Amendments)
BAMBREER
457 (IE3T)
ERNBHSEN BEERZ HKFRS 6 Exploration for and Evaluation of Mineral
o B IR B w2 Resources?
FEMBHEER R IE: KE HKFRS 7 Financial Instruments: Disclosures!
E75%
5% BRI BRE BETLHRES HK(FRIC)-Int 4 Determining whether an Arrangement
mELREY) - BEHE? Contains a Lease?
RREEAR
a8 (ERIMBRE MREE BR HK(IFRIC)-Int 5 Rights to Interests Arising from
RELREY) - REBEES Decommissing, Restoration and
REESR AR 2 FERIP Environmental Rehabilitation Funds?
T8 (ERMBRE 2EEEDSM HK(IFRIC)-Int 6 Liabilities arising from Participating in a
ﬁ#i?“ &)= EEZAE Specific Market — Waste Electrical and
REE6T —BEESN Electronic Equipment®
BLRIE
&8 (BRFBHRE RESEEE HK(IFRIC)-Int 7 Applying the Restatement Approach
fREZEY) — I 282957 [ 4 under HKAS 29 Financial Reporting in
REETR BER ARG ES Hyperinflationary Economies*

B TS ER S 3%
RESIE

Wong's International (Holdings) Limited Annual Report 2005
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

3.

SUMMARY OF THE EFFECT OF THE
CHANGES IN ACCOUNTING POLICIES
(Continued)

! Effective for annual periods beginning on or after 1st January, 2007.
2 Effective for annual periods beginning on or after 1st January, 2006.
3 Effective for annual periods beginning on or after 1st December, 2005.

4 Effective for annual periods beginning on or after 1st March, 2006.

CHANGE OF ACCOUNTING ESTIMATES
Change of depreciation rate in the year

In previous years, plant and machinery included in plant, machinery
and equipment were depreciated at 20% per annum. With effect from
1st January, 2005, plant and machinery are to be depreciated at 15%
per annum, which reflects the Group's recent experience of the useful
lives of its assets. This change in depreciation rate has decreased the
depreciation charge for the year by approximately HK$10,719,000.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on the
historical cost basis, except for investment properties and financial
instruments, which are measured at revalued amounts and fair values,
respectively, as explained in the accounting policies set out below.

The consolidated financial statements have been prepared in accordance
with HKFRSs issued by the HKICPA. In addition, the consolidated financial
statements included applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock Exchange and by the
Hong Kong Companies Ordinance.

Basis of consolidation

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

The results of subsidiaries acquired or disposed of during the year are

included in the consolidated income statement from the effective date
of acquisition or up to the effective date of disposal, as appropriate.
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with those used
by other members of the Group.

All intra-group transactions, balances, income and expenses are
eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are
presented separately from the Group's equity therein. Minority interests
in the net assets consist of the amount of those interests at the date of
the original business combination and the minority's share of changes
in equity since the date of the combination. Losses applicable to the
minority in excess of the minority's interest in the subsidiary’s equity
are allocated against the interests of the Group except to the extent that
the minority has a binding obligation and is able to make an additional
investment to cover the losses.

Goodwiill

Goodwill arising on an acquisition of an associate for which the
agreement date is before 1st January, 2005 represents the excess of
the cost of acquisition over the Group's interest in the fair value of the
identifiable assets and liabilities of the relevant associate at the date of
acquisition.

For previously capitalised goodwill, the Group has discontinued
amortisation from 1st January, 2005 onwards, and such goodwill is
tested for impairment annually, and whenever there is an indication
that the cash generating unit to which the goodwill relates may be
impaired.

Goodwill arising on an acquisition of a subsidiary or an associate for
which the agreement date is on or after 1st January, 2005 represents
the excess of the cost of acquisition over the Group's interest in the fair
value of the identifiable assets, liabilities and contingent liabilities of the
relevant subsidiary or associate at the date of acquisition. Such goodwill
is carried at cost less any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of an associate (which is
accounted for using the equity method) is included in the cost of the
investment of the relevant associate.

Wong's International (Holdings) Limited Annual Report 2005
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwill (Continued)

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating units, or
groups of cash-generating units, that are expected to benefit from the
synergies of the acquisition. A cash-generating unit to which goodwill
has been allocated is tested for impairment annually, and whenever
there is an indication that the unit may be impaired. For goodwill arising
on an acquisition in a financial year, the cash-generating unit to which
goodwill has been allocated is tested for impairment before the end of
that financial year. When the recoverable amount of the cash-generating
unit is less than the carrying amount of the unit, the impairment loss is
allocated to reduce the carrying amount of any goodwill allocated to
the unit first, and then to the other assets of the unit pro rata on the
basis of the carrying amount of each asset in the unit. Any impairment
loss for goodwill is recognised directly in the income statement.
Impairment loss for goodwill is not reversed in subsequent years.

On subsequent disposal of a subsidiary or an associate, the attributable
amount of goodwill capitalised is included in the determination of the
amount of profit or loss on disposal.

Excess of an acquirer’s interest in the net fair value of an
acquiree’s identifiable assets, liabilities and contingent
liabilities over cost (“discount on acquisitions”)

As explained in note 2 above, all negative goodwill as at 1st January,
2005 has been derecognised with a corresponding adjustment to the
Group's accumulated profits.

Revenue recognition

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

Service income is recognised when the services are rendered.

Interest income from a financial asset is accrued on a time basis by
reference to the principal outstanding and at the interest rate applicable,
which is the rate that exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that asset’s net carrying
amount.

Rental income under operating leases is recognised in the income
statement on a straight-line basis over the terms of the relevant lease.
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SIGNIFICANT ACCOUNTING POLICIES

M~ BMERRE

W - BERRBERNMERRETE
KR ERERIIR -

W - BB RRBREMG AIERE
Hl - AEAROARHEITE - PAMUREL A
K o

WE  BERREBERENHERNEH
BERAZEEENTESELEMNRRE
NS BURTER - BEDUHERESL
ZEfa s B iR (L2 A B B FTE
TR N ARE B M A E) N8
BEUHHER 2 FEAH AR

REM=

IR HERRES - B VRN (BT
MEEEIEER) T8 - RYIRIERR -
REMERARAFEEENGE - Bk
BEMEZAHERRSMEL ZBER
HHELFEF BN SRS

RBEQRZRE

BEnmXE  EERAEAERS
AOERT AL FRE M RERA © Rz
WA RBERRZRE TR » I
AR ER YRR RN EE 2 E
BRBENRRa I BIELRAE &
BEAE BB EEBR AREEER
B - EARKREMGHE R REEFN
HEBHNZBE A B (BREMEE
EERARERNZE SRR 2 REFR
Z RHEm) B - ARER I REREMMA
ZHE— B o RN RE AR RS
RAFBEEIHEERT - HAKLEX

708 - RIS SERINE BB R ER A
f& e

(Continued)
Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated
depreciation and impairment losses.

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

An item of property, plant and equipment is derecognised upon disposal
or when no future economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on derecognition of
the asset (calculated as the difference between the net disposal proceeds
and the carrying amount of the item) is included in the income statement
in the year in which the item is derecognised.

Investment properties

On initial recognition, investment properties are measured at cost,
including any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured using the fair value
model. Gains or losses arising from changes in the fair value of
investment property are included in profit or loss for the year in which
they arise.

Investments in associates

The results, assets and liabilities of associates are incorporated in these
consolidated financial statements using the equity method of accounting.
Under the equity method, investments in associates are carried in the
consolidated balance sheet at cost as adjusted for post-acquisition
changes in the Group's share of the profit or loss and of changes in
equity of the associate, less any identified impairment loss. When the
Group's share of losses of an associate equals or exceeds its interest in
that associate (which includes any long-term interests that, in substance,
form part of the Group's net investment in the associate), the Group
discontinues recognising its share of further losses. An additional share
of losses is provided for and a liability is recognised only to the extent
that the Group has incurred legal or constructive obligations or made
payments on behalf of that associate.

Wong's International (Holdings) Limited Annual Report 2005
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in associates (Continued)

Where a group entity transacts with an associate of the Group, profits
and losses are eliminated to the extent of the Group's interest in the
relevant associate.

Inventories

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

Impairment (other than goodwill - see the accounting
policies in respect of goodwill above)

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 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. Impairment loss is
recognised as expense immediately, unless the relevant asset is carried
at a revalued amount under another standard, in which case the
impairment loss is treated as a revaluation decrease under that standard.

Where 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 impairment
loss is recognised as income immediately, unless the relevant asset is
carried at a revalued amount under another standard, in which case the
reversal of the impairment loss is treated as a revaluation increase under
that other standard.
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing

Leases are classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the lessee.
All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in the income
statement on a straight-line basis over the terms of the relevant leases.
Initial direct costs incurred in negotiating and arranging an operating
lease are added to the carrying amount of the leased asset and
recognised as an expense on a straight-line basis over the lease terms.

The Group as lessee

Assets held under finance leases are recognised as assets of the Group
at their fair value at the inception of the lease or, if lower, at the present
value of the minimum lease payments. The corresponding liability to
the lessor is included in the balance sheet as a finance lease obligation.
Lease payments are apportioned between finance charges and reduction
of the lease obligation so as to achieve a constant rate of interest on
the remaining balance of the liability. Finance charges are charged directly
to profit or loss.

Rentals payable under operating leases are charged to profit or loss on
a straight-line basis over the terms of the relevant lease. Benefits received
and receivable as an incentive to enter into an operating lease are
recognised as a reduction of rental expense over the lease terms on a
straight-line basis.

Wong's International (Holdings) Limited Annual Report 2005
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(Continued)
Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in its functional currency (i.e.
the currency of the primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the dates of the
transactions. At each balance sheet date, monetary items denominated
in foreign currencies are retranslated at the rates prevailing on the balance
sheet date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing
on the date when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency are
not retranslated.

Exchange differences arising on the settlement of monetary items, and
on the translation of monetary items, are recognised in profit or loss in
the year in which they arise, except for exchange differences arising on
a monetary item that forms part of the Group's net investment in a
foreign operation, in which case, such exchange differences are
recognised in equity in the consolidated financial statements. Exchange
differences arising on the retranslation of non-monetary items carried
at fair value are included in profit or loss for the year except for differences
arising on the retranslation of non-monetary items in respect of which
gains and losses are recognised directly in equity, in which cases, the
exchange differences are also recognised directly in equity.

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group's foreign operations are translated
into the presentation currency of the Company (i.e. Hong Kong dollars)
at the rate of exchange prevailing at the balance sheet date, and their
income and expenses are translated at the average exchange rates for
the year, unless exchange rates fluctuate significantly during the period,
in which case, the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are recognised as a separate
component of equity (the translation reserve). Such exchange differences
are recognised in profit or loss in the year in which the foreign operation
is disposed of.

Goodwill and fair value adjustments on identifiable assets acquired arising
on an acquisition of a foreign operation on or after 1st January, 2005
are treated as assets and liabilities of that foreign operation and translated
at the rate of exchange prevailing at the balance sheet date. Exchange
differences arising are recognised in the translation reserve.
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5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Research and development expenditure

Expenditure on research activities is recognised as expense in the year
in which it is incurred.

An internally-generated intangible asset arising from development
expenditure is recognised only if it is anticipated that the development
costs incurred on a clearly-defined project will be recovered through
future commercial activity. The resultant asset is amortised on a straight-
line basis over its useful life, and carried at cost less subsequent
accumulated amortisation and impairment loss.

Where no internally-generated intangible asset can be recognised,
development expenditure is recognised as expense in the year in which
it is incurred.

Intangible assets with finite useful lives are tested for impairment when
there is an indication that an asset may be impaired (see the above
accounting policy in respect of impairment losses other than goodwill).

Gains or losses arising from derecognition of an intangible asset are
measured at the difference between the net disposal proceeds and the
carrying amount of the asset and are recognised in the income statement
when the asset is derecognised.

Financial instruments

Financial assets and financial liabilities are recognised on the balance
sheet when a group entity becomes a party to the contractual provisions
of the instrument. Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly attributable to
the acquisition or issue of financial assets and financial liabilities (other
than financial assets and financial liabilities at fair value through profit or
loss) are added to or deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised immediately
in profit or loss.

Wong's International (Holdings) Limited Annual Report 2005
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SIGNIFICANT ACCOUNTING POLICIES
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(Continued)
Financial instruments (Continued)

Financial assets

The Group's financial assets are classified into one of the four categories,
including financial assets at fair value through profit or loss, loans and
receivables, held-to-maturity investments and available-for-sale financial
assets. All regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or
convention in the marketplace. The accounting policies adopted in
respect of each category of financial assets are set out below.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss has two subcategories,
including financial assets held for trading and those designated at fair
value through profit or loss on initial recognition. At each balance sheet
date subsequent to initial recognition, financial assets at fair value through
profit or loss are measured at fair value, with changes in fair value
recognised directly in profit or loss in the period in which they arise.

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with
fixed or determinable payments and fixed maturities that the Group's
management has the positive intention and ability to hold to maturity.
At each balance sheet date subsequent to initial recognition, held-to-
maturity investments are measured at amortised cost using the effective
interest method, less any identified impairment losses. Impairment loss
is recognised in profit or loss when there is objective evidence that the
asset is impaired, and is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows
discounted at the effective interest rate computed on initial recognition.
Impairment losses are reversed in subsequent periods when an increase
in the investment's recoverable amount can be related objectively to
an event occurring after the impairment was recognised, subject to the
restriction that the carrying amount of the asset at the date the
impairment is reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.
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2 REE (E) Financial assets (Continued)
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Available-for-sale financial assets are non-derivatives that are either
designated or not classified as any of the other categories (set out
above). At each balance sheet date subsequent to initial recognition,
available-for-sale financial assets are measured at fair value. Changes in
fair value are recognised in equity, until the financial asset is disposed
of or is determined to be impaired, at which time, the cumulative gain
or loss previously recognised in equity is removed from equity and
recognised in profit or loss. Any impairment losses on available-for-sale
financial assets are recognised in profit or loss. Impairment losses on
available-for-sale equity investments will not reverse in subsequent
periods. For available-for-sale debt investments, impairment losses are
subsequently reversed if an increase in the fair value of the investment
can be objectively related to an event occurring after the recognition of
the impairment loss. For available-for-sale equity investments that do
not have a quoted market price in an active market and whose fair
value cannot be reliably measured and derivatives that are linked to
and must be settled by delivery of such unquoted equity instruments,
they are measured at cost less any identified impairment losses at each
balance sheet date subsequent to initial recognition. Impairment loss is
recognised in profit or loss when there is objective evidence that the
asset is impaired. The amount of the impairment loss is measured as
the difference between the carrying amount of the asset and the present
value of the estimated future cash flows discounted at the current market
rate of return for a similar financial asset. Such impairment losses will
not reverse in subsequent years.
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Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. At
each balance sheet date subsequent to initial recognition, loans and
receivables (including trade and other receivables and deposits) are
carried at amortised cost using the effective interest method, less any
identified impairment losses. Impairment loss is recognised in profit or
loss when there is objective evidence that the asset is impaired, and is
measured as the difference between the asset's carrying amount and
the present value of the estimated future cash flows discounted at the
original effective interest rate. Impairment losses are reversed in
subsequent periods when an increase in the asset's recoverable amount
can be related objectively to an event occurring after the impairment
was recognised, subject to a restriction that the carrying amount of the
asset at the date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been
recognised.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity are
classified according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an equity
instrument. An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its liabilities.
The Group's financial liabilities are generally classified into financial
liabilities at fair value through profit or loss and other financial liabilities.
The accounting policies adopted in respect of financial liabilities and
equity instruments are set out below.
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5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial liabilities and equity (Continued)

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss has two
subcategories, including financial liabilities held for trading and those
designated at fair value through profit or loss on initial recognition. At
each balance sheet date subsequent to initial recognition, financial
liabilities at fair value through profit or loss are measured at fair value,
with changes in fair value recognised directly in profit or loss in the year
in which they arise.

Other financial liabilities

Other financial liabilities including bank borrowings, trade and other
payables and bills payable are subsequently measured at amortised
cost, using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds
received, net of direct issue costs.

Derivative financial instruments

The Group uses derivative financial instruments primarily forward
currency contracts, to hedge its exposure against foreign exchange rate
fluctuation. Such derivatives are measured at fair value regardless of
whether they are designated as effective hedging instruments.

There are three types of hedge relationships under HKAS 39, including
fair value hedges, cash flow hedges and hedge of a net investment in a
foreign operation. Hedges are classified as fair value hedges when
hedges are made to hedge against exposure to changes in fair value of
a recognised asset and liability or an unrecognised firm commitment.
Alternatively, hedges are classified as cash flow hedges when hedges
are made to hedge against exposure to variability in cash flows that are
attributable to a particular risk associated with a recognised asset or
liability or a highly probable forecast transaction. The Group only has
derivatives that do not qualify for hedge accounting and they are deemed
as financial assets held for trading or financial liabilities held for trading.
Changes in fair values of such derivatives are recognised directly in
profit or loss.

Wong's International (Holdings) Limited Annual Report 2005
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Derecognition

Financial assets are derecognised when the rights to receive cash flows
from the assets expire or, the financial assets are transferred and the
Group has transferred substantially all the risks and rewards of ownership
of the financial assets. On derecognition of a financial asset, the difference
between the asset's carrying amount and the sum of the consideration
received and the cumulative gain or loss that had been recognised
directly in equity is recognised in profit or loss.

For financial liabilities, they are removed from the Group's consolidated
balance sheet (i.e. when the obligation specified in the relevant contract
is discharged, cancelled or expired). The difference between the carrying
amount of the financial liability derecognised and the consideration
received or receivable is recognised in profit or loss.

Provisions

Provisions are recognised when the Group has a present obligation as
a result of a past event, and it is probable that the Group will be required
to settle that obligation. Provisions are measured at the directors’ best
estimate of the expenditure required to settle the obligation at the
balance sheet date, and are discounted to present value where the
effect is material.
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Payments to the Mandatory Provident Fund Scheme and state-managed
retirement benefit schemes are charged as expenses as they fall due.

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.

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amount of assets and liabilities in the
consolidated 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 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 and associates, 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.
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5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected to apply in
the year when the liability is settled or the asset is 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.

CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the Group's accounting policies which are
described in note 5 above, management has made the following
judgments that have significant effect on the amounts recognised in
the consolidated financial statements. The key assumptions concerning
the future, and other key sources of estimation uncertainty at the balance
sheet date, that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within the next financial
year, are also discussed below.

Depreciation and amortisation

The Group's net book value of property, plant and equipment as at
31st December, 2005 was approximately HK$265,028,000. The Group
depreciates the property, plant and equipment on a straight-line basis
over the estimated useful lives of four to forty years, and after taking
into account of their estimated residual value, using the straight-line
method, at the rate of 2.5— 25% per annum, commencing from the
date the property, plant and equipment when they are available for
use. The estimated useful lives that the Group places the property,
plant and equipment into productive use reflects the directors’ estimate
of periods that the Group intend to derive future economic benefits
from the use of the Group's property, plant and equipement. As explained
in note 4, with reference to an independent appraiser's report, the
Group has changed the depreciation rate of certain plant and machinery
from 20% to 15% per annum, resulting in a decrease in depreciation
charge by approximately HK$10,719,000.

Allowances for bad and doubtful debts

The policy for allowance of bad and doubtful debts of the Group is
based on the evaluation of collectability and aging analysis of accounts
and on management's judgment. A considerable amount of judgment
is required in assessing the ultimate realisation of these receivables,
including the current creditworthiness and the past collection history of
each customer. If the financial conditions of customers of the Group
were to deteriorate, resulting in impairment of their ability to make
payments, additional allowances may be required.
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6.

CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Estimate of fair value of investment properties

As described in note 17, the investment properties were revalued at
the balance sheet on an open market value existing use basis by
independent professional valuers. Such valuations were based on certain
assumptions, which are subject to uncertainty and might materially differ
from the actual results. In making the judgment, the Group considers
information from current prices in an active market for similar properties
and uses assumptions that are mainly based on market conditions
existing at each balance sheet date.

Income taxes

As at 31st December, 2005, a deferred tax asset of approximately
HK$2,544,000 in relation to unused estimated tax losses has been
recognised in the Group's consolidated balance sheet. The realisability
of the deferred tax asset mainly depends on whether sufficient future
profits or taxable temporary differences will be available in the future. In
cases where the actual future profits generated are less than expected,
a material reversal of deferred tax assets may arise, which would be
recognised in the consolidated income statement for the year in which
such a reversal takes place.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group's major financial instruments include trade and other
receivables, deposits, bank borrowings, trade and other payables, bills
payable and amounts due from/to associates. Details of these financial
instruments are disclosed in respective notes. The risks associated with
these financial instruments and the policies on how to mitigate these
risks are set out below. The management manages and monitors these
exposures to ensure appropriate measures are implemented on a timely
and effective manner.

Currency risk

Several subsidiaries of the Company have foreign currency sales and
purchases, which expose the Group to foreign currency risk. In order to
mitigate the foreign currency risk, foreign currency forward contracts are
entered into in respect of highly probable foreign currency forecast sales
and purchases in accordance with the Group's risk management policies.

Wong's International (Holdings) Limited Annual Report 2005
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7.

FINANCIAL RISK MANAGEMENT OBIJECTIVES
AND POLICIES (Continued)

Currency risk (Continued)

Certain trade receivables and borrowings of the Group are denominated
in foreign currencies. The Group currently does not have a foreign
currency hedging policy. However, the management monitors foreign
exchange exposure and will consider hedging significant foreign currency
exposure should the need arises.

Interest rate risk

The Group is exposed to interest rate risk through the impact of the
Group's cash flows in respect of rate changes on variable interest bearing
bank borrowings. The interest rates and terms of repayment of bank
borrowings of the Group are disclosed in note 31.

Credit risk

The Group's maximum exposure to credit risk in the event of the
counterparties failure to perform their obligations as at 31st December,
2005 in relation to each class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated balance sheet. In
order to minimise the credit risk, the management of the Group has
delegated a team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition, the Group reviews
the recoverable amount of each individual trade receivables at each
balance sheet date to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the directors of the Company
consider that the Group's credit risk is significantly reduced.

The Group has no significant concentration of credit risk, with exposure
spread over a number of counterparties and customers.
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8.

TURNOVER

Turnover represents the amounts received and receivable for goods
sold by the Group to outside customers, less returns and discounts.

BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management segment reporting purposes, the Group was organised
into two operating divisions — EMS* electronic products and ODM**
electronic products. These divisions are the basis on which the Group
reports its primary segment information.

Principal activities are as follows:

EMS electronic products — manufacture and distribution of electronic
products for EMS customers.

ODM electronic products — original product development and marketing
for ODM customers.

& EMS denotes electronic manufacturing service

**  ODM denotes original product development and marketing

Wong's International (Holdings) Limited Annual Report 2005
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Notes to the Consolidated Financial Statements

BUSINESS AND GEOGRAPHICAL SEGMENTS

(Continued)

Business segments (Continued)

Segment information about these business is presented below.

2005
EMS ODM
il 0 Hb 3¢
EMS ODM Other sy wa
division division divisions*  Eliminations ~ Consolidated
BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EXE Turnover
SMERSHE External sales 2,753,592 9,054 1,028 - 2763674
PEZEHEE Inter-segment sales 18,052 - - (18,052) -
kS Total 2,771,644 9,054 1,028 (18,052) 2,763,674
£ Result
Gk B Segment result 104,399 (45,767) (813) 57,819
APBREERX Unallocated corporate
expenses (24,888)
FIBMA Interest income 4,802
ROREMBA Unallocated other income 35,631
BMEKA Finance costs (21,143)
HE—RBE AR Loss on disposal of
ZER an associate - - (378) (378)
[EfEEEE RIS Share of results of associates - (1,621) M (1,622)
BRAE AR A] Profit before taxation 50,221
G| Taxation (18,770)
REEHR Profit for the year 31,451

# Ht S aEmERERERmiEE QF
NEIEEMS X ODME M) °

IKER (B BRLAT —TTRFFR

than EMS and ODM products.

Other divisions included property investment and sales of goods other



e ISR RMEE Notes to the Consolidated Financial Statements

HE—FTTAF—A=1+—HIFE For the year ended 31st December, 2005
9. ¥XRESEE 9. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)
X5 E (& Business segments (Continued)
BEBEABXGRARRESETE The transactions with inter-segments were carried out at the estimated
ZAETTEDIER - market prices determined by the Company's directors.
2005
BERER Balance sheet
EMS ODM
if B Ht 3
EMS ODM Other RAE ma
division division divisions  Unallocated Consolidated

BRI BETT BRI BRI BRI
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

=13 Assets
PEAE Segment assets 1,343,777 33,470 39,208 - 1,416,455
RIS AR s Interests in associates 200 1,950 135,761 - 137911
Hihb &z Other corporate assets - - - = 132,613
BRABERR Consolidated total assets 1,686,979
a2 Liabilities
PRERE Segment liabilities 520,287 72,450 8,443 = 601,180
HinhRAas Other corporate liabilities - - - - 455,989
BiAaERs Consolidated total liabilities 1,057,169
Hitn &R} Other information
BEER Capital additions 21,478 18,757 — 17 40,252
TEREERS Depreciation and amortisation
expenses 50,758 20,715 54 4,546 76,073
REERLE Allowance for doubtful debts - 2,426 - 150 2,576
HEME - (Gain) loss on disposal of
BB REE property, plant and
Cren) ! equipment ) 18 - 48 64

m Wong's International (Holdings) Limited Annual Report 2005
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BE—_TThAF1+_A=+—HIFEF For the year ended 31st December, 2005

9. ¥ERKiEDME () 9. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)
¥%0 8 () Business segments (Continued)
2004
B2 restated
EMS obm
i il H At EBF
EMS ODM Other HisH wa
division division divisions  Eliminations  Consolidated
BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
L Turnover
IEBSHE External sales 2,516,324 4,709 1,130 - 2522163
PR EHE Inter-segment sales 5,196 5,373 - (10,569) -
kS Total 2,521,520 10,082 1,130 (10,569) 2,522,163
ES | Result
NBEE Segment result 85,163 (41,447) 1,469 45,185
APBREERX Unallocated corporate
expenses (43,711)
FEBA Interest income 4457
ROBEEMBA Unallocated other income 34,274
RERAR Finance costs (9,152)
HE—HHBAR Gain on disposal of
PG a subsidiary - - 578 578
[EfEEE S N AR Share of results of associates - (3422) 2,256 (1,166)
H—HBE AR  Impairment loss recognised
REER in respect of an associate - - (6,264) (6,264)
BET-RBEDNT Write back of allowance for
BB G ER loan advanced to
an associate - - 10,000 10,000
BRAE A& A Profit before taxation 34,201
wE Taxation (5,580)
KERREF Profit for the year 28,621

IKER (EE)BRLAR —TTRFF
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For the year ended 3 1st December, 2005

Notes to the Consolidated Financial Statements

9. ¥R ESE (&) 9. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)
ES Sk NC ) Business segments (Continued)
2004
BEHZ25 restated
BEARX Balance sheet
EMS obm
9 BP9 H it
EMS 0DM Other AR &8
division division divisions  Unallocated Consolidated
BETT BT T BRI BETT BT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE Assets
PEREE Segment assets 1,307826 38,708 37544 - 1,384,078
NN 5 Interests in associates 200 3,571 209,457 - 213,228
Hi (bR EE Other corporate assets - - - - 170,567
B BERS Consolidated total assets 1767873
af Liabilities
PRERE Segment liabilities 425,191 70,983 7121 - 503,295
HinpRAaG Other corporate liabilities - - - - 659,873
BiraBERSE Consolidated total liabilities 1,163,168
HitER Other information
BEER Capital additions 115,357 27089 1 411 142,858
HEREHAX Depreciation and
amortisation expenses 71,194 14,055 102 8,886 94,237
RIS Allowance for doubtful debts 6,677 - = = 6,677
HEME - Loss (gain) on disposal of
e v property, plant and
B8 (z) equipment 5,132 114 (727) - 4519

Wong's International (Holdings) Limited Annual Report 2005
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

9. BUSINESS AND GEOGRAPHICAL SEGMENTS

(Continued)

Geographical segments

The following table provides an analysis of the Group's sales by

geographical market, irrespective of the origin of the goods or services:

RETSE D 2HERR
Sales revenue by
geographical market

2005 2004
BET T BT T
HK$'000 HK$'000
=M North America

— kB REFT — United States of America
("USA") and Mexico 833,375 591,522
—mER — Canada 127 1,435
M (FERIN) Asia other than Hong Kong 1,409,298 757,043
B Europe 361,985 255,157
B Hong Kong 158,889 917,006
2,763,674 2,522,163

AT RIREEMER DT 2 D EEE

The following is an analysis of the carrying amount of segment assets

FRESR - URIBAE - BERRME

and additions to property, plant and equipment and development costs

RRABERARERNE 2 9T capitalised, analysed by the geographical areas in which the assets are
located:
BAN% - BERRER
BRRAEAL
Additions to property,
PBEECRESH plant and equipment
Carrying amount of and development
segment assets costs capitalised
2004 2004
BETT BETT
2005 HK$'000 2005 HK$'000
BRTn (EN25) ABRTn (&5
HK$'000  (restated)  HK$'000  (restated)
IEEM North America
—XBRERT — USA and Mexico 46,015 102,234 - 109
/YN - Canada 7533 7239 5,601 5122
thiE AR HAME ([HE) (BERI The People's Republic of China
("PRC") other than Hong Kong 480,810 842,071 6,683 110,472
S (hE REERID Asia other than PRC and
Hong Kong 8,776 146,201 - 10532
B Europe 402 60,852 6 2
&h Hong Kong 1,143,443 609,276 27962 16,621
1,686,979 1,767873 40,252 142,858

IKER (B BRLAT —TTRFFR
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BE—_TTAF1+—_A=+—HIFEF For the year ended 31st December, 2005
10. BEE IR 10. IMPAIRMENT LOSS
R_TZNE  EFFRBEREED In 2004, the directors reviewed the carrying value of its interest in an
ZAEET TS FOR - EHAER LI E A E) associate with reference to the estimated proceeds on ultimate disposal.
M 2 BREE ° REEIEE 16,264,000 Impairment loss of HK$6,264,000 was recognised in the consolidated
TLERGEE KRR TER income statement.
11. MERA 11. FINANCE COSTS
2005 2004
BT T BT
HK$'000 HK$'000
ARNTFNERE Interest on bank loans and
BZBITER overdrafts wholly repayable
RiFE sz 2 ME within five years 21,143 9,152

m Wong's International (Holdings) Limited Annual Report 2005
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R IR Rk

For the year ended 3 1st December, 2005

12. PROFIT BEFORE TAXATION

2004
AETT
2005 HK$'000
EBT R (EH251)
HK$'000 (restated)

BREAANE N GHA) - Profit before taxation has been arrived

at after charging (crediting):
M Auditors' remuneration

REE Current year 1,808 1,743

DEFERERT Over-provision in previous years (99) (101)
B2 (W13 kb)) Directors' emoluments (notes 13(a) and (b))

e Fees 613 463

ﬁ%ﬂ PN AT Contributions to Mandatory Provident Fund 39 36

SEEH Management remuneration

554 FERMR Basic salaries, housing allowances and benefits
EmEh in kind 9,136 9252
Hf7Ea Discretionary bonus 1322 1218
11,110 10,969
ik Depreciation 56,515 77468
W BEMERERAR Less: amount capitalised to development costs (716) (788)
RRRER IR 2 508 Amount charged to the consolidated
income statement 55,799 76,680
B OG5 Amortisation of goodwill of an associate - 21
ERET AEHENS Operating lease charges on rented premises 13,786 7196
HERRERS Research and development expenditure 19,880 30,955
B eEAXCERENA Less: amount capitalised to development costs (17916) (25,968)
RREMERNR 508 Amount charged to the consolidated
income statement 1,964 4987
N Allowance for doubtful debts 2,576 6,677
HEDE - BRERRME Loss on disposal of property,

BRI plant and equipment, net 64 4,519
BRESR Bad debts recovered - (4,154)
REEEERD Write back of allowances on doubtful debts - (8441)
85 REM MR M Write off of trade and other payables (18,773) (15016)
SNEMER Exchange gain (407) (78)
RelhAEE Gross rental income (755) (1439)
B it Less: outgoings 121 130
REWAFE Net rental income (634) (1,309)

IKER (B BRLAT —TTRFFR
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HE_TERAFT-A=1T—HIFE For the year ended 3 1st December, 2005
13. EEREEME 13. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS
(@) E=M= (a) Directors’ emoluments
ENHENT+E(CETHEF - The emoluments paid or payable to each of the ten (2004: nine)
NB)ESZMeMT : directors were as follows:
2005
Hitt <

Other emoluments

EXEe - F HERBAY BARER

BRENEF k-1 | HE-REEA

Basic salaries, Performance Retirement
E=e  allowance related benefits e
Directors’ and benefits incentive scheme Total
fees inkind  payments contributions emoluments
BETT BETT B¥Trx BETT AB¥Trx
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

T A Wong Chung Mat, Ben 50 2,740 195 12 2,997
A% Wong Chung Ah, Johnny 50 771 195 - 1,016
PR Chan Tsze Wah, Gabriel 50 1,976 347 12 2,385
BET Tan Chang On, Lawrence 50 1,286 195 = 1,531
58 Wan Man Keung 50 1,685 195 12 1,942
FTEH Wong Yin Man, Ada' 13 105 65 3 186
BRER 2 Chan Wing Kwong, Paulus? 33 573 130 - 736
FRE Li Ka Cheung, Eric 110 - - - 110
%A Yu Sun Say 110 - - - 110
EXE Alfred Donald Yap 97 - - - 97
“ZTREEET  Total for 2005 613 9,136 1,322 39 11,110
T RZZEEREF ! Appointed on

+HA—H#% 1st October, 2005

ZfE -
2 RZTZEAHF 2 Resigned on

NA—H 1st September, 2005

BHE ©
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BE—_TThAF1+_A=+—HIFEF For the year ended 31st December, 2005
13. ESREESME (&) 13. DIRECTORS' AND EMPLOYEES' EMOLUMENTS
(Continued)
() ES=Me @& (a) Directors’ emoluments (Continued)
2004
HihEN <

Other emoluments

BEXFe - BRRBEHH RIEF

MRENEF ZRE STEIER

Basic salaries, Perfformance  Retirement
E=®"&  allowance related benefits ol e
Directors’ and benefits incentive scheme Total
fees inkind  payments contributions emoluments
BT T BT T BT T BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

FAK Wong Chung Mat, Ben 50 2,550 188 12 2,800

AR Wong Chung Ah, Johnny 50 961 188 - 1,199
BRYEE Chan Tsze Wah, Gabriel 50 2,054 36 12 2,152
BRER S Chan Wing Kwong, Paulus 50 773 75 - 898
BRR Tan Chang On, Lawrence 50 1,229 188 - 1,467
R o8 Wan Man Keung 50 1,685 543 12 2,290
TR Li Ka Cheung, Eric 70 - - - 70
A Yu Sun Say 70 - - - 70
EXRE Alfred Donald Yap' 23 - - - 23
—TTMEME  Total for 2004 463 9,252 1,218 36 10,969
T RZZERE ! Appointed on

NA—BEZE - 1st September, 2004
HE_ZTZRER_ZZTNF+ No director waived any emoluments in any of the years ended
“A=THLEEE  #SEEF 31st December, 2005 and 2004.

MEAEM S

BEEZMEe hEFMEESKE The remuneration of directors is determined by the remuneration
BEA 2 RERH%BEmE committee having regard to the performance of individuals and
E ° market trends.
(b) EEM=E (b) Employees’ emoluments
FAR - RE .ﬁ%ﬁ—;ﬁiﬁﬁ/\i During the year, five highest paid individuals in the Group, four
BARROEHTER (ZTZ (2004: four) were executive directors of the Company whose
FME)  BEZMEFE %365/\\\ emoluments are set out above. The emoluments of the remaining
EX e HA—R (ZETHF : — one (2004: one) highest paid individual was as follows:
B)REFALTZMENT
2005 2004
BT T BT
HK$'000 HK$'000
e REMEN Salaries and other benefits 1,602 1,503

IKER (B BRLAT —TTRFFR m
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

13. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS

(Continued)

(b) Employees’ emoluments (Continued)

RzMEoMHAT - His emolument was within the following range:
EEAH
i Range No. of employee
B ik HK$ HK$ 2005 2004
1,500,001 — 2,000,000 1,500,001 — 2,000,000 1 1
14. BiA 14. TAXATION
2004
BT
2005 HK$'000
BETT (EHZ50)
HK$'000 (restated)
MG - Profits tax:
BA Hong Kong
~KEE ~ current year 12,614 7690
—EFERETR — under-provision in prior years 5,604 1,617
18,218 9,307
Hi A A EER Other jurisdictions
—AEE ~ current year 99 375
—DNEFE R BR) AR — (over)under-provision in prior years (3) 162
96 537
RIERIR (fifi32) Deferred tax (note 32)
—ENRTERRE - difference between depreciation
RIRECER charged and deprediation
allowances 972 (4,323)
—RBER — taxation loss (516) 59
456 (4.264)
18,770 5,580

m Wong's International (Holdings) Limited Annual Report 2005
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BE—_TThAF1+_A=+—HIFEF For the year ended 31st December, 2005

ES RSB M B 2 (R bR
FIEBIE17.5%51 8 - B FEERE
2 BT AR A EBE 2 BITHE
5 -

ETHBARERRS0% 2 EEFNE
B o RIBFEBRETE - URTEZE
TH B~ R IHPT A AR E B 1R
& BEENFEEMFANEE 28
RENDEMREHR  LEER=(EFE
FERA50% °

REF IR A B A W E R 2R
ANEAFHERT

14. BiIE (F) 14. TAXATION (Continued)

Hong Kong Profits Tax is calculated at 17.5% on the estimated assessable
profits for both years. Taxation for other jurisdictions is calculated at the
rates prevailing in the respective jurisdictions.

Certain subsidiaries are eligible for 50% exemption from Hong Kong
Profits Tax. Pursuant to the relevant tax laws in the PRC, certain
subsidiaries in the PRC are entitled to full exemption from Enterprise
Income Tax for two years starting from their first profit-making year, after
offsetting all losses brought forward, followed by a 50% reduction for
the next three years thereafter.

The taxation for the years can be reconciled to the profit before taxation
per the consolidated income statement as follows:

2004

BB TT

2005 HK$'000
BT (EF25)
HK$'000 (restated)

Bt At A

BARMPAIS R 17.5%xTH
Z A
TR 2 BB E

BAERTWA Z TG 2

NEFERETE
REER TS E1E
ZERETIAEE
REMRIEEERKLE 2
MEARZHEZRTE

BRI R E 2 TS
Hity

REF 2R

IKER (B BRLAT —TTRFFR

Profit before taxation 50,221 34,201

Tax at the domestic income 8,788 5,985
tax rate of 17.5%
Tax effect of expenses not

deductible for tax purpose 6,188 5,909
Tax effect of income not taxable

for tax purpose (5,896) (3,441)
Under-provision in prior years 5,601 1,779
Deferred tax asset in respect

of tax losses not recognised 17,578 7,899

Effect of different tax rates of
subsidiaries operating

in other jurisdictions (1,497) 1,003
Income tax on concessionary rate (11,463) (13,510)
Others (529) (44)
Taxation for the year 18,770 5,580
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16.

Notes to the Consolidated Financial Statements

BREARBMNTIBRBEAS R 2 ARG
HEAXFEEMGLEMNNBE
31,455,000 L (ZE=F M : B
28,672,0007T) R IAF AE ZE1TERAR
466,921,794 (ZZFWMF :
466,921,7940%) 2 BB 5TH -

BRMEFESEETEESEK &)
I 2 5| BT R o

B3l @t R EBH EHEF
BN ELTEK

—ETERF—A=+—HIFE For the year ended 31st December, 2005
RE 15. DIVIDENDS
2005 2004
BET T BT T
HK$'000 HK$'000
3 32 A HARR R No interim dividend paid
(—BTE : B (2004: Interim dividend of
iR B ZARERE0.017T) HK$0.01 per share paid) - 4669
BORARERR S B AR 0.027T Proposed final dividend — HK$0.02
(ZZZmMF : B%0.027T) (2004: HK$0.02) per share 9,339 9,339
9,339 14,008
RHARR B B8 #0.027T (Z T A ¢ The final dividend of HK$0.02 (2004: HK$0.02) per share has been
7E#0.027T) B E R EFHIRT - AR proposed by the directors and is subject to approval by the shareholders
RO ARE FHAE - in general meeting.
BREF 16. EARNINGS PER SHARE

The calculation of the basic earnings per share is based on the Group's
profit for the year attributable to the equity holders of the Company of
approximately HK$31,455,000 (2004: HK$28,672,000) and the
number of ordinary shares of 466,921,794 (2004: 466,921,794) in
issue during the year.

No diluted earnings per share have been presented as there were no
potential ordinary shares in issue in both years.

The impact on earnings per share as a result of the changes in accounting
policies as disclosed in note 3 is insignificant.

Wong's International (Holdings) Limited Annual Report 2005
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BE—FERE+=A=|—FILEE

17. REWYHE

For the year ended 3 1st December, 2005

17. INVESTMENT PROPERTIES

BT T
HK$'000
AVEE Fair value
R-_ZZMFE—-H—H At Tst January, 2004 10,750
HE Disposals (650)
RERE W R ERLZ Net increase in fair value recognised
AEEEFEN in the consolidated income statement 1,390
R-ZBTMF
+ZRA=+—-Hk
—EERF—H—H At 31st December, 2004 and 1st January, 2005 11,490
BYE - BB R&ME Transfer from property, plant and equipment and
RERHEHREE prepaid lease payments 8,124
NN Net increase in fair value recognised in the
NHEBEFEN consolidated income statement 4156
R-ZEEREF+-A=1+—H At 31st December, 2005 23,770

AEEZRENER_ZSZTHF A
=T —HZAFEETREREEI &
BE 2 B e BB EEMERSavills
Valuation and Professional Services
Limited &2BMI Appraisals Limited 7% H
HITZ MEMERE ° Savills Valuation
and Professional Services Limited }2BMI
Appraisals Limited Zlnstitute of Valuers
ZKE - BEEEMnEnNBALUmES
HEFEEERICIRLER - (HENS
SRARELER] - Th2EMS A%
X BERIEED -

A B 1R A TR 5 DA BRI
SHAEAREER R 2 MEHMRETIED
FREEXHE  LHBARINERE
s -

IKER (B BRLAT —TTRFFR

The fair value of the Group's investment properties at 3 1st December,
2005 have been arrived at on the basis of valuations carried out on that
date by Savills Valuation and Professional Services Limited and BMI
Appraisals Limited, independent qualified professional valuers not
connected with the Group. Savills Valuation and Professional Services
Limited and BMI Appraisals Limited are members of the Institute of
Valuers, and have appropriate qualifications and recent experiences in
the valuation of similar properties in the relevant locations. The valuations,
which conform to International Valuation Standards, were arrived at by
reference to market evidence of transaction prices for similar properties.

All of the Group's property interests held under operating leases to
earn rentals or for capital appreciation purposes are measured using
the fair value model and are classified and accounted for as investment
properties.
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RE-FERF+=A=1—FILEE

18. Y% - MENKE

For the year ended 3 1st December, 2005

18. PROPERTY, PLANT AND EQUIPMENT

E=BE #H
LA LA E
HERE2 HERFZ
B¥ B¥ BE
Buildingsin Buildingsin  HEERRHE
Hong Kong PRC Plant, HMREE
under under  machinery Furniture RE
medium- medium- and and Motor k]
term leases  term leases  equipment fixtures vehicles Total
BT BETT BT BETT BT BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BAME Cost
RZZEME
—A—H At 1st January, 2004
MREZ5 as originally stated 211,704 30,869 611,316 143,973 9016 1,006,878
vk ESEUR] Reclassified to prepaid
HEHIB lease payments (128,907) (8,048) - - - (136,955)
RZZTME
—A—H At 1st January, 2004
MEHZ] as restated 82,797 22,821 611,316 143,973 9016 869,923
BN Additions - 3,742 109,080 3,475 593 116,890
HE /M Disposals/written off (4,160) - (172,133) (5,249) (100)  (181,642)
HE—FEKHEBAR  Disposal of a subsidiary - - (276) (66) - (342)
INETE Exchange adjustment - - 25 88 - 13
N_ZETMF
+=A=+-8
M=ZERE At 31st December, 2004
—H—H and 1st January, 2005 78,637 26,563 548,012 142,221 9,509 804,942
HEEEREYE  Tansfer to investment
properties (16,185) (1,472) - - - (17657)
BN Additions - - 15912 411 1,597 21,620
L&/ MiH Disposals/written off - (186) (12,038) (11,407) (1,401) (25,032)
SNEFEE Exchange adjustment = 536 3,839 (73) 1 4,303
R-B2LF
+ZHA=+—H At 3lst December, 2005 62,452 25,441 555,725 134,852 9,706 788,176
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BE—FERE+=A=|—FILEE

18. 1% - MEKRE (B

For the year ended 3 1st December, 2005

18. PROPERTY, PLANT AND EQUIPMENT

(Continued)
E=BE #
LA LA 5
HERE2z HERFZ
BF B BE
Buildings in Buildingsin #8EK&kHE
Hong Kong PRC Plant, HHMREE
under under machinery  Furniture nE
medium-  medium- and and Motor wE
term leases term leases equipment fixtures vehicles Total
BE¥TT B¥TT B¥Tx B¥Tx  B¥%Tz BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
F5HE - B8 Accumulated
KREEE depreciation,
amortisation and
impairment losses
R_TTMF
—H—H At 1st January, 2004
WREZS! as originally stated 57,872 5,795 451,026 101,619 6,874 623,186
DEETEN Reclassified to prepaid
MERIE lease payments (18,106) (4,990) - - - (23,096)
RZZTWF
—H—H At 1st January, 2004
WEFZ as restated 39,766 805 451,026 101,619 6,874 600,090
RAFEHR Charge for the year 1,914 1,139 67,937 5,254 1,224 77,468
& MisH 2 ¥18%  Eliminated on
disposals/written off (99) - (166,868) (4,852) 75)  (171,894)
HE—FEFB2A7 Disposal of a subsidiary = = (55) (10) = (65)
SNEFEE Exchange adjustment - 1 4 26 - 31
R-ZTME
‘l’ ﬂ +—H
“ETFHFE At 31st December, 2004
—ﬂ H and Tst January, 2005 41,581 1,945 352,044 102,037 8,023 505,630
RARF IR Charge for the year 1,825 1,274 48,488 3,974 954 56,515
BRERAYE  Tansfer to investment
properties (14,601) (384) - - - (14,985)
& MisH 2 ¥18%  Eliminated on
disposals/written off - (18) (11,907) (11,370) (1,371) (24,666)
N FEEE Exchange adjustment - 35 688 (65) 4) 654
R-ZFZLF
+=H=+—H At31st December, 2005 28,805 2,852 389,313 94,576 7,602 523,148
fREFE Net book values
R-ZFZLF
+=H=+—H At31st December, 2005 33,647 22,589 166,412 40,276 2,104 265,028
R-ZTNE
+-A=+—H At31st December, 2004 37,056 24,618 195,968 40,184 1,486 299,312

IKER (EE)BRLAR —TTRFF
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

18.

PROPERTY, PLANT AND EQUIPMENT
(Continued)

The above items of property, plant and equipment are depreciated on
a straight-line basis at the following rates per annum:

BF 2.5% Buildings 2.5%
B - Hees KRR 15%-20% Plant, machinery and equipment 15% — 20%
RRREE 15%-20% Furniture and fixtures 15% — 20%
B 25% Motor vehicles 25%
19. A{SHERE 19. PREPAID LEASE PAYMENTS
2005 2004
BET T BT
HK$'000 HK$'000
REBEZENBEERIERRE The Group's prepaid lease
payments comprise:
EEBARBHERS Medium term leasehold land
2T in Hong Kong 81,370 85,277
TR EAREHEERE Medium term leasehold land
2 in PRC 9,452 8,920
90,822 94,197
RERIm AT Analysed for reporting purposes as:
MENEEE Current asset 2,152 2,202
EmENEE Non-current asset 88,670 91,995
90,822 94,197

m Wong's International (Holdings) Limited Annual Report 2005



R IR Rk

Notes to the Consolidated Financial Statements

BE—FERE+=A=|—FILEE

20. REHE N F] 2 s

For the year ended 3 1st December, 2005

20. INTERESTS IN ASSOCIATES

2005 2004
BT T BT
HK$'000 HK$'000
SEEMEE N T 2 RERKA Cost of investment in unlisted associates 44703 46,317
FER MR ST R R Share of post-acquisition profits
(HBREMERE) and reserves, net of
dividends received (8,504) 1,637
[EIEEEFE Share of net assets 36,199 47954
EE Goodwill 1,990 1,990
TRRBR T 18 e U Amounts due from associates,
/NP O less allowance 99,722 163,284
137911 213,228
FEYH = A R IB AEER - R ERE The amounts due from associates are unsecured, interest-free and have

ElE B %%* Ve Rl N
Z A I EALAIRR D AR A H B AERT
—FREER BB RFEERIERY
BE - ESRR BEBZEARZIA
ZERHEREAHEERE

%%E%&?—Fi%i‘%iﬁﬁ%%%?ﬁﬁz
B N AR AR < REE - SN
TFAMETBEMNE - EFLL
Y2 P EHFER - RATAZE
ERRAREZERIEL 2 BBEAK
10,000,000 T FERA 5% 5F B[] -

IKER (B BRLAT —TTRFFR

no fixed terms of repayment. In the opinion of the directors, no part of
the amounts due from associates will be repayable within one year
from the balance sheet date and accordingly, the amounts are grouped
as non-current assets. The directors consider that the carrying amounts
of the amounts due from associates approximate their fair values.

The directors reviewed the carrying amount in the equity interest of an
associate whose business activities is property development. In the light
of the improved property market for 2004 and with reference to the
net realisable value of properties, the directors considered allowance of
HK$10,000,000 for loan advanced to that associate should be written
back for that year.
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20. REtE A Rz s ()

For the year ended 3 1st December, 2005

20. INTERESTS IN ASSOCIATES (Continued)

TX&EINAHBZES

The movement of goodwill is set out below:

BT T
HK$'000
AR Cost
RZZZENFE—-A—HR_ZZNF At 1st January, 2004 and
+TZA=+—H 31st December, 2004 2,211
RERAEEV R ELERFE 3R MEH Elimination of accumulated amortisation upon
Rt (RHTEE3) the application of HKFRS 3 (see note 3) 221)
R-BZHF+-A=1+—H At 31st December, 2005 1,990
#sy Amortisation
R-ZEZENFE—-H—H At 1st January, 2004 -
F AR Charge for the year 221
R-_ZBEOF+_HA=1t—H At 31st December, 2004 221
RERB BTG IREZER Elimination of accumulated amortisation
3R Rt upon the application
(RHEE3) of HKFRS 3 (see note 3) (21)
R-ZBZREF+-A=+—H At 31st December, 2005 -
BREE Carrying values
R-ZEBRF+-A=1—H At 31st December, 2005 1,990
R_ZZTNF+_-_A=+—H At 31st December, 2004 1,990

RZZEZ & A Y Dinastech Holdings
Limited i & 4 2 7528 /751,990,000
TL(ZZT4E - ##1,990,0007T) ©
EA10FHEEEY - ZFAZEERER
RH0RR B S 408 15221,0007T © IAERAR
BAMGRELREIRE - RNEEHR
—ZTTRF—A—ARKILEERE
B MRS EFETRERR -

BB ERERNRZFBRIME21RE

Goodwill of HK$1,990,000 (2004 : HK$1,990,000) was arising on
acquisition of Dinastech Holdings Limited in 2004. Goodwill was

amortised over 10 years. The amortisation of approximately HK$22 1,000

was charged to the consolidated income statement in that year. Upon
the application of HKFRS 3, the Group has discontinued amortising the
goodwill from Tst January, 2005 onwards and goodwill will be tested

for impairment at least annually.

Particulars regarding impairment testing on goodwill are disclosed in

note 21.

m Wong's International (Holdings) Limited Annual Report 2005
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

20. INTERESTS IN ASSOCIATES (Continued)

The summarised financial information in respect of the Group's

BE associates is set out below:
2005 2004
BET T BT
HK$'000 HK$'000
BERE Total assets 336,449 524,158
BAR Total liabilities (302,635) (461,030)
BESE Net assets 33,814 63,128
REBELEBENRICEEFE Group's share of net assets of associates 36,199 47954
EEEE Turnover 215,961 119,029
AEE (afl) B (Profit) loss for the year (17,099) 3,193
REBF AR Group's share of results of associates
AN e for the year 1,622 1,166

REENETHE QARG ZBEBEL
HERERA - MARRER I RER AL
FMENR RS - MEEBREBER
B2 B BRI IFRR 2 ARG
Banm 2 (FARRTHWT

The Group has discontinued recognition of its share of result of certain
associates as the Group's share of losses in these associates exceed its
investment costs. The amounts of unrecognised share of those
associates, extracted from the relevant audited financial statements of
associates, both for the year and cumulatively, are as follows:

2005 2004
BT T BT T
HK$'000 HK$'000
FRRERIENL Unrecognised share of profit of
Bk N ) g A associates for the year (11,952) 2,711)
REFARFERENL Accumulated unrecognised share
NS )| of losses of associates 30,150 42,102

IKER (B BRLAT —TTRFFR
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HE_TERAFT-A=1T—HIFE For the year ended 3 1st December, 2005
20. REtE ARz (&) 20. INTERESTS IN ASSOCIATES (Continued)
R-ZEZERF+-_A=1+—H A&EHE As at 31st December, 2005, the Group had interests in the following
LA = ZHEE N R R s principal associates:
maRE
EmRL R LA
EREERA EE Fris R4 Proportion of
Form of Place of Ll ownership
NGIES business incorporation/ Class of interest ~ EFEEH
Name of company structure operation shares held %  Principal activities
EERRES BRRAT - X
iz ave /BE = BB 2 BB RS
Dinastech Holdings Limited Incorporated British Virgin Ordinary 3000  Developing
Islands (“BVI")/ technologies to
Hong Kong support video services
on broadband
networks
iz ave B i NERE
Ming Dragon Limited Incorporated Hong Kong Ordinary 4250  Property investment
FE - EERDHE
MRERTZBEARRAR" iz Ava i EMEA CDMAF 1
Nanjing Postel Wong Zhi Incorporated PRC Registered 3300  Development,
Telecommunications Co. Ltd. * capital manufacture and
distribution of
CDMA handphones
EEEHEHER
BENAEEIRIZEERARA " iz ave th AMER PEEET
Huizhou C-MAC-Wong's * Incorporated PRC Registered 4625  Manufacture of back
Industries Co., Ltd. * capital panel pinning
assembly
# RINEEE gz Sino-foreign equity enterprise
FA - AEEENELERERAFZ During the year, the Group disposed of all equity interest in Tomiyama
BRI EREE T —BBILE=F - Wong Limited to an independent third party.
EERR TEHIIGEBE LR ZF In the opinion of the directors, a complete list of the particulars of
BRBEMHITR - Bt FRESRT|FESH associates will be of excessive length and therefore the above list contains
REBXENEEFEREEXE M only the particulars of those associates which principally affect the results
NG or net assets of the Group.
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

BeEnNmzEEZREH 21. IMPAIRMENT TESTING ON GOODWILL
oy INCLUDED IN INTERESTS IN ASSOCIATES
RZEZRF+_A=+—HAFEZE The carrying amount of goodwill as at 31st December, 2005 related to
EEEAT ZBERRERB the following associate :
2005
BT T
HK$'000
Dinastech Holdings Limited Dinastech Holdings Limited 1,990
BE_ZETZRFT_A=+—HIEF During the year ended 31st December, 2005, management of the
B AR EARIEE—BBEREE Group determines that there are no impairment of this associate
ERR R EREZIE R R REMR containing goodwill as the associate is in negotiation with a potential
R BASEEEEETZBaIRE investor who will subscribe for significant amount of new shares of the
ZEE N TN AR E o associate at a premium.
22. BHFRE 22. INVESTMENTS IN SECURITIES

TXHIN —_ZEZMF+_A=+—H

ZREERE PN EERFE—F—HEF
FEEE1ERFE395R12 - BAKRED

Investments in securities as at 3 1st December, 2004 are set out below.
Upon the application of HKAS 39 on 1st January, 2005, investment
securities were reclassified to appropriate categories under HKAS 39

RIEEAGERSE 39fi%ﬁ oy e E (see note 2 for detalils).
g5 GFIERME2) -
2004 HEZIMAELE EBRE  RRE
Held to maturity Investment Other
debt securities  securities  investments
BBTr BETT BETR
HK$'000 HK$'000 HK$'000
FTRAES Listed equity securities:
REBIIME Outside Hong Kong - 196 196
% Listed debt securites:
REAMNIMEE Outside Hong Kong 8,043 - 8,043
8,043 196 8,239
LmESmE Market value of listed securities
REBIMEE Outside Hong Kong 8,043 196 8,239
REEMAT RASE : Carrying amount analysed
for reporting purposes as:
EMEBEE Non-current asset 8,043 196 8,239

IKER (B BRLAT —TTRFFR
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

23. AVAILABLE-FOR-SALE INVESTMENTS

Available-for-sale investments as at 31st December, 2005 comprises:

BT T
HK$'000
EHRE Listed investment:

—REBAIN T 2 IRARRE — equity securities listed outside Hong Kong 259
FETRE : Unlisted securities:

—RAFH — equity securities 40
GG Total 299
AR AT Analysed for reporting purposes as:

FERBEE Non-current asset 299
REER  BZSEAFEEEET SR As at the balance sheet date, all available-for-sale investments are stated
B2 LTRAERESN - FRERHEE at fair value, except for those unlisted equity investments of which their
REGBRATEEIR - ZF LHRE fair values cannot be measured reliably. Fair values of listed investments

ZAHEEDRZERNERM S R
ZEEMETRE -

bt 3E ETERE R A ARGEM AL 2 A
ANERBRBETZHFLTRARZZR
B AR B EE A RRARRERE
IR EEN A HEERTZERE
R BARBZEEARBEAEFE
HRFEE-

BERIHBERE

R_ZETAF+_A=1T—HZKEE
A REENEEMIN T RERE
B A SORIRE S AN DB 2 (TS RE

%% AR FAZTMBREZRAE
NHEEMEE

/\/\

24,

have been determined by reference to bid prices quoted in active market.

The above unlisted investments represent investments in unlisted equity
securities issued by private entities incorporated in Japan. They are
measured at cost less impairment at each balance sheet date because
the range of reasonable fair value estimates is significant that the directors
of the Company are of the opinion that their fair values cannot be
measured reliably.

HELD-TO-MATURITY INVESTMENTS

Held-to-maturity investments as at 31st December, 2005 represent
debit securities listed outside Hong Kong and are carried at amortised
cost using effective interest method.

The directors consider that the carrying amount of held-to-maturity
investments approximates their fair value.

Wong's International (Holdings) Limited Annual Report 2005
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BE—_TThAF1+_A=+—HIFEF For the year ended 31st December, 2005
25. BN AERE 25. DEVELOPMENT COSTS CAPITALISED
DN
Development costs
BT T
HK$'000
D% Cost
M=ZEZTMFE—A—H At 1st January,2004 13,195
EPA Additions 25,968
RZZZEMF+—_A=+—HXK At 31st December, 2004 and
:E@ﬁﬁ A—H 1st January, 2005 39,163
VA Additions 18,632
R-BZ2HF+-A=1+—H At 31st December, 2005 57,795
55 RORE Amortisation and impairment
N-_ZEMFE—H—H At 1st January, 2004 -
RAREF R Charge for the year 15,355
RZEZWNF+_A=+—8K At 31st December, 2004 and
—ZEERF—H—H 1st January, 2005 15,355
RAF EH % Charge for the year 18,195
Fhr e Y as 2k A HERR Impairment loss recognised
2 RRMEEE in the consolidated income statement 4,639
R-BZ2HF+-A=1+—H At 31st December, 2005 38,189
AREE Carrying values
R-BZ2HF+-A=1+—H At 31st December, 2005 19,606
R-TEMF+_A=1+—H At 31st December, 2004 23,808
FIEE AT A EBE A RIEMF 2 HIE A The development costs are internally generated and are amortised on
REREE - a straight-line basis over a period of 2 years.
ERURETEEMEZ BRI E The directors identified certain development costs capitalised have no
ARG ENE - AUbRRE M FEK future economic benefits, thus considered the relevant development
RETERE @ WEEE W@ R NER costs are fully impaired and approximately HK$4,639,000 was
#975%4,639,0007T © recognised in the consolidated income statement.

IKER (B BRLAT —TTRFFR m
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BE—_TTAF1+—_A=+—HIFEF For the year ended 31st December, 2005
26. B8 26. INVENTORIES
2005 2004
BT T BB
HK$'000 HK$'000
R Raw materials 313,561 333,092
R Work in progress 31,911 32,266
UK Finished goods 35,687 58,235
381,159 423,593
27. B 5 K H A EWARRK 27. TRADE AND OTHER RECEIVABLES
REBFHETHEE HEEC0R 2Rk The Group allows an average credit period of 60 days to its trade
Hy o customers.
NTREAEEZ 85 RIBRRNBRE The following is an aged analysis of the Group's trade receivables at the
HA 7 BREC AT - reporting date:
2005 2004
BT T BT T
HK$'000 HK$'000
FEWE 5 8RR Trade receivables
0Z60H 0 — 60 days 505,592 404,662
61290H 61 — 90 days 6,704 36,536
EBE90H Over 90 days 13,958 22,938
526,254 464,136
H i fEUT BR FR Other receivables 20,188 32,925
546,442 497061
RZZBEZERFE+A=1T—0  ~&H The fair values of the Group's trade and other receivables at 31st
2B REMBYIRRZ AT EEEE December, 2005 approximate to the corresponding carrying amounts.

U2 AREERS -
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

28. DERIVATIVE FINANCIAL INSTRUMENTS

The Group's net fair values of derivative financial instruments at 31st

December, 2005 were as follows:

2005 2005
BE afE
Asset Liability
BET T BET T
HK$'000 HK$'000
E Current
HSNERHIE 4 Foreign currency forward contracts 588 (1,376)

SNERHAA M2 EBEIGFFAT ¢

BERTH

Notional amount

The major terms of the foreign currency forward contracts are as follows:

H£451,800,0008
Sell JPY451,800,000

H£348,300,000 8
Sell JPY348,300,000

H£3,000,000% 7T
Sell US$3,000,000

BRTETATREEERRAFEE

SRR - RETRAZ A FEERNGER
FRRTAEEM S REETE °

IKER (B BRLAT —TTRFFR

ZIHAH E=
Maturity Exchange rate
“TTRE—AEH 112950, %7

5th January, 2006

—EERFANAB 116.1H8
8th February, 2006 JPY1

TEXRNF=A+MA M7 754
14th March, 2006 HK$7.

JPY112.95/US$

VS
16.1/US$
TR
754/US$

The above derivatives are measured at fair value at each balance sheet

date. Their fair values are determined based on the quoted market

prices for equivalent instruments at the balance sheet date.
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BE—_TTAF1+—_A=+—HIFEF For the year ended 31st December, 2005
29. B 5 K HAEM IR 29. TRADE AND OTHER PAYABLES
NTREAKE B S ENERRNEBERE The following is an aged analysis of the Group's trade payables at the
HA 7 BREC AT - reporting date:
2005 2004
BT T BT T
HK$'000 HK$'000
JERTE ZERK Trade payables
0Z60H 0 — 60 days 399,578 285,255
61290H 61 — 90 days 2,412 10,050
BiE90H Over 90 days 52,387 103,850
454,377 399,155
E At FETBR R Other payables 64,429 112,324
518,806 511,479
AEBR_TZRF+_A=+—HZ The fair values of the Group's trade and other payables at 3 1st December,
B 5 REMEMNRR 2 AT EEEEY 2005 approximate to the corresponding carrying amounts.

ZBREERE -
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BE—_TThAF1+_A=+—HIFEF For the year ended 31st December, 2005
30. By —EBE N RIFIE 30. AMOUNT DUE TO AN ASSOCIATE
ZEFIBAEER - 2B RERETER The amount is unsecured, interest-free and has no fixed terms of
Hy o repayment.
EERR BN—REBERRZFRIEZ The directors consider that the carrying amount of amount due to an
FEESEEAFEERS - associate approximates their fair value.
31. SRITER 31. BANK BORROWINGS
2005 2004
BETT BT
HK$'000 HK$'000
RITEZ Bank overdrafts 7968 4,422
iﬁh%ﬁx Bank loans 504,969 585,340
ERESURE R Trust receipts loans - 47216
512,937 636,978
AR Secured 398,953 488,016
EHA Unsecured 113,984 148,962
512,937 636,978
FIEREED Bank borrowings are repayable
within a period of:
-—% — one year 233,979 434,558
—NF—EEME ~ between one to two years 86,582 58,360
—NIEMEERF — between two to five years 192,376 144,060
512,937 636,978
B SRR AETER Less: Amounts due within one year
—EREIHE ‘%Z@%ﬁ shown under current liabilities (233,979) (434,558)
R—FRIBERE &5 Amounts due after one year 278,958 202,420
B FRITEERTEEE BRZ All the above bank borrowings are variable-rate borrowings with effective
= (SR E LX) N F1.89%F interest rates (which are also equal to contracted interest rates) ranging
5.15% @ JIABEER - MR—BRE from 1.89% to 5.15% denominated in Hong Kong Dollars. Interest is
—EREAER - normally refixed at every one to six months.

IKER (B BRLAT —TTRFFR m
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Notes to the Consolidated Financial Statements

FEERFF—_A=+—HILFZF For the year ended 31st December, 2005
SRITER (E) 31. BANK BORROWINGS (Continued)
REBAEBAERER 2L TR LA The Group's borrowings that are denominated in currencies other than
ZEBEE 2 EEWNT the functional currency of the relevant group entities are set out below:
E
US$
R-ZBERF+-A=+—H As at 31st December, 2005 10,000,000
R-ZFZEMFE+_H=1+—H As at 31st December, 2004 10,300,000
FR - RNEEFER236,061,000% During the year, the Group obtained new loans in the amount of
TLZHER - ZEF Hzmiﬁﬂfd‘ 8 HK$236,061,000. The loans bear interest at market rates and will be
WER Z T T FE repayable in 2006.
EERA Z2ERTEEZEFRER The directors consider that the carrying amount of bank borrowings
NEEEEE o approximates their fair value.
IEFEBIE 32. DEFERRED TAXATION
UTAAERBR XBEERIE (8 The followings are the major deferred tax (liability) asset recognised by
B BENRENS SRS - the Group and movements thereon during the year:
MERBRFE  EABEBE
Accelerated Estimated #m
tax depreciation tax losses Total
BT B¥TRT BEETx
HK$'000 HK$'000  HK$'000
RZZZMF-HA—H" At 1st January, 2004 as originally
MREZ5 stated (7727) 2,087 (5,640)
SHEREDH HE Fffect of change in
(FfizE3) accounting policies (note 3) (1,698) - (1,698)
RZZZWE—A—H ' MEHZ5 At Tst January, 2004 as restated (9,425) 2,087 (7338)
RAFERE KaREA (15) Credited (charged) to the
(Bffzt14) consolidated income  statement
for the year (note 14) 4,323 (59) 4264
RZETMFEF_A=+—HEK At 31st December, 2004 and
—ZTRE—-H—H 1st January, 2005 (5,102) 2,028 (3,074)
RAFERE KaREA (15) Credited (charged) to the
(Bffzt14) consolidated income statement
for the year (note 14) (972) 516 (456)
R-BERF
+=p=+-8 At 31st December, 2005 (6,074) 2544 (3,530)

Wong's International (Holdings) Limited Annual Report 2005
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32. EAERIE ()

R=ZFTRF+=-A=+—10 ~&EH
A FA LA S R S0 A1) 2 il s T AR B R B A
B8 A& EE484,000,0007T (—ZEZP
£ : #384,000,0007T) © IEILEFIEE
E8815,000,0007C (ZZZPUE : B
#12,000,0007T) B Bhiz FEEHER © B
PR TE AR JOHEF SRR » BURBRER T
2 75 #469,000,0007T (ZZTZTPU4E : 3
#5372,000,0007T) FERRIEET THE B ©
RPAZHREEERERNR - —ZF
fEm 2 518 A7 15 74,000,0007T (ZFE
PO4F : 7%£35,000,0007T) ° EAbFIF5ES
B e ER AL -

33. AR RIRA

Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

32. DEFERRED TAXATION (Continued)

At 31st December, 2005, the Group has estimated unused tax losses
of HK$484 million (2004: HK$384 million) available for offsetting against
future profits. A deferred tax asset has been recognised in respect of
HK$15 million (2004: HK$12 million) of such losses. No deferred tax
asset has been recognised in respect of the remaining HK$469 million
(2004: HK$372 million) due to the unpredictability of future profit
streams. Included in unused tax losses are losses of HK$74 million
(2004: HK$35 million) that will expire in 2010. Other tax losses may
be carried forward indefinitely.

33. SHARE CAPITAL OF THE COMPANY

R EE B¥TT
Number of shares HK$'000
FREERB.10m 2 Bk Ordinary shares of HK$0.10 each
EER - Authorised:
N_EEMNFE-—A—HK At Tst January, 2004 and
—TENER_TTHF 31st December, 2004
+=-A=+—H and 2005 700,000,000 70,000
BETRBERE - Issued and fully paid:
R-ZZZMFE-—HA—BR At Tst January, 2004 and
—TENER_TTRHF 31st December, 2004
+=—A=+—H and 2005 466,921,794 46,692

FA - AT REERNBARSER
A~ HEFBEEAREUER ETES

IKER (B BRLAT —TTRFFR

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company's listed securities during the year.
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BRAEES 547 A8 %31,000,0007T * 4
#6,000,0007T & ##81,000,0007T (=
TEPNEE : ##34,000,0007T © E KR
#£85,000,0007T) * EAERK TASERE
5 #)75%867,000,0007T (—ZEZM 4 -

7&5#787,000,0007T) Z SRITREE 2 HE

[}
ao °

BE—_TTAF1+—_A=+—HIFEF For the year ended 31st December, 2005
34 HE—HEHNE AR 34. DISPOSAL OF A SUBSIDIARY
R-ZZZNF - HERFIEZRBE M (R In 2004, the net cash flow arising on disposal of Season Plastics Products
INBRAR (RRE—E2ERER Mt (Shenzhen) Co,, Ltd., a wholly-owned subsidiary of the Company, was
BRR)IREREFHEE5AT - as follows:
2004
BT T
HK$'000
mE - BB ERE Property, plant and equipment 277
ﬁ%&ﬁ@ﬁgﬂﬁlﬁlﬁ Trade and other receivables 994
e RIERK Deposits and prepayments 340
RITA ﬁ‘?&fﬁi Bank balances and cash 943
B 5 K EMERFIA Trade and other payables (132)
EHEFEE Net assets disposed of 2,422
& Es Gain on disposal 578
BRAE Total consideration 3,000
SANPIE:WE Satisfied by:
R RE Cash consideration 3,000
MHEREEZ Net cash inflow arising on disposal:
BEMNFE -
RERE Cash consideration 3,000
EHEZRITAERKIRS Bank and cash balances disposed of (943)
2,057
HEZMBARHAEEHE —_TTNH The subsidiary disposed of did not make any significant contributions
FT_A=T—HIEFEZZEHR® to the results or cash flow of the Group for the year ended 31st
MEWESKEE December, 2004.
35. EERA 35. PLEDGE OF ASSETS
REER - AEBREEZETTME - At the balance sheet date, certain of the Group's property, plant and
B Rk - REMERANEERE equipment, investment properties, and prepaid lease payments in Hong

Kong, with carrying amounts of approximately HK$31 million, HK$6
million and HK$81 million (2004 : HK$34 million, Nil and HK$85 million)
respectively were pledged to secure banking facilities granted to the
Group to the extent of approximately HK$867 million (2004 : HK$787
million).
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36. AERIAERE

For the year ended 3 1st December, 2005

36. COMMITMENTS AND CONTINGENT
LIABILITIES
REER  ARERBEFEMHRER

At the balance sheet date, the Group had the following commitments,

W 2 AGEINT - so far as not provided for in the consolidated financial statements, in
respect of:
2005 2004
BB BB
HK$'000 HK$'000
@ EEWE EER (@  Capital commitments contracted
Rl ERAE - for in respect of acquisition
of property, plant and equipment
—BETAERR ~ contracted for but not provided
melBRRERE in the consolidated financial
statements - 7256
~BREERITH — authorised but not contracted for 6,769 36,661
6,769 43917
b)) BEFTHHEZTHR (b)  Operating lease commitments for future
BTEZHEMA minimum lease payments under
Bz BemERS non-cancellable operating leases
FEAER TSI in respect of land and buildings
FHER - which fall due as follows:
—FR Within one year 1772 3,853
F-RERE
(RIEERME) In the second to fifth year inclusive - 4707
1,172 8,560

REHEFRREAREREETRFE
MEANZER - BOREERFHF
H=FHRARET °

Operating lease payments represent rentals payable by the Group for

certain of its office premises. Leases and rentals are negotiated and

fixed for an average of three years.

2005 2004

BT AETT

HK$'000 HK$'000

(0 EREINBE (¢ Future minimum lease payments
KEERTE contracted with tenants:

—FR Within one year 934 782
FCRERF

(RFEERME) In the second to fifth year inclusive 634 46

1,568 828

REHEFREASERHEEREREY
¥l e - BORESKRFHF
HMFEERLET °

IKER (B BRLAT —TTRFFR

Operating lease payments represent rental receivable by the Group for

leasing its investment properties. Leases and rentals are negotiated

and fixed for an average of two years.
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Notes to the Consolidated Financial Statements

For the year ended 3 1st December, 2005

BEALIRS 37. RELATED PARTY TRANSACTIONS
AN » NGB BR B HS 8 N B HE AT DA During the year, the Group entered into the following transactions with
TRS - WERGEARAEEETEL its associates. The transactions were carried out at estimated market
hatTEEST prices determined by the Company's directors.
2005 2004
BT T BT
HK$'000 HK$'000
B U A Rental income received 253 253
ENERER Management fee paid - 60
FEN/FE B & A R) 2 SRIBE N EE 458 2 The amounts due from/to associates are set out in the consolidated
FaBAEBRER  ZFGRTD RIS balance sheet on page 45. The terms are set out in notes 20 and 30
7120530 ° respectively.
EEBKRETE 38. EMPLOYEE SHARE OPTION SCHEME

ARwEz e 8Bl E (%8 T
RZZZETFLA=+TRHER - FEF
B TERERREE (BIREAR R MM
BRRZEMRITES  URBAAR
Al B A AR R 2R AR D 2 RAR
BmER ZARBSEAMNBE AR ZE
AIBETHRAE - TEHES) 2526
ZETEIRR T —FFLA=THEX
AR 2IH

R SR P O 2B S L RA R SR I L R SR PR
BEZHRETE - ETFERRE A
REETF BN L B R 105 - BB
PRI AT AR B IRV FRTTE -

The Company's Employee Share Option Scheme (the “Scheme”) came
into effect on 30th July, 2000 for the primary purpose of providing
incentives to eligible employees, including any executive director of the
Company or any subsidiary, and any senior executive, officer or employee
of the Company or any subsidiary employed to render full-time or
substantially full-time service to the Company or any subsidiary. The
Scheme will expire at the close of business on 30th July, 2010.

An option may be exercised as specified by the directors in relation to
such option in its terms of grant which shall not be earlier than 1 year
after its date of grant, nor be more than 10 years from its date of grant.
No option shall be exercisable earlier than 1 year after its date of grant.

Wong's International (Holdings) Limited Annual Report 2005
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BE—_TThAF1+_A=+—HIFEF For the year ended 31st December, 2005
38. R AET & () 38. EMPLOYEE SHARE OPTION SCHEME
(Continued)

RIEZATE - AIHBEITZ RO BERAE Total number of shares available for issue under the Scheme is 10% of
RNAIBEBITIRAZ10% ° (TEEZE D% the issued share capital of the Company. The exercise price must be at
ARBZANEE BB EREEH) least the higher of the closing price of the shares as stated in the Stock
ZBRBERAEFZROWHE  RE Exchange daily quotations sheet on the date of grant, which must be a
e B BRI A& 35 BB 32 P B 4R business day and the average closing price of the shares as stated in
BRZTPHWHE CAREERE - R Stock Exchange's daily quotations sheets for the five business days
Bzt BT EENMFERR D 2 A - immediately preceding the date of the grant. Under the Scheme, the
BHOERE 2z BREAS N RERBE exercise price must not be below the nominal amount of the shares.
107T ° Consideration to be paid on each grant of option is HK$10.
B PR a8 DARE AR IR H 3 R No share options were granted or outstanding since the adoption of
1TME © the Scheme.

39. BB 39. RETIREMENT BENEFITS PLANS
REBRBEMABAEREBRILAT The Group operates a Mandatory Provident Fund Scheme (the “Fund
HRBEEAHE ([RESE) - RER Scheme”) for all qualifying employees in Hong Kong. The assets of the
ez EERARERE 2 EES RS Fund Schemes are held separately from those of the Group, in funds
NESHAHRTAER - XEBIRET under the control of trustees. The Group contributes the lower of
A ¥ 1,0007T30 8 B B AR5 % < B HK$1,000 per month or 5% of relevant payroll costs to the Fund
RERMAERTEIMHR - Scheme.

TEMNBARIZEE RTEBMNRILZ The employees of the subsidiaries in the PRC are members of retirement
RKBNEHEIZBKE - benefits schemes operated by the PRC government.

BEATENBARRERREREE A% The relevant PRC subsidiaries are required to make contributions to the
7% %12 % M F Bz B 5GR KA 2] # state retirement schemes in the PRC based on 7% to 12% of the
;o ARZIERNREES - REFH monthly salaries of their current employees to fund the benefits. The
HER - BB A ZBIRRARE 2 EK employees are entitled to retirement pension calculated with reference
e MRBFRGE 2 RKE - PRI to their basic salaries on retirement and their length of service in
NEaERKRETZRARS - accordance with the relevant government regulations. The PRC

government is responsible for the pension liability to the retired staff.

SIABERNARBEZEAXNELD The total cost charged to the consolidated income statement of
755,908,000 T (ZTEM4F : B approximately HK$5,908,000 (2004: HK$4,447,000) represents
4,447,0007T) * AAKERAMBER contributions payable to the schemes by the Group in respect of the
Az FaT BN 2 5K o current financial year.

IKER (B BRLAT —TTRFFR m
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BE—_TTAF1+—_A=+—HIFEF For the year ended 31st December, 2005

40. TEME AT 40. PRINCIPAL SUBSIDIARIES

RZEERAF+-_A=+—HFZWEB Details of the principal subsidiaries as at 31st December, 2005 are as
NRIZFEAT follows:
BERERLY FERRE
BR1T Proportion of 54/l MR
EERAEE ownership interest Proportion &t
Nominal value of B & of voting  Place of
ARER issued ordinary ~ Directly Indirectly power held incorporation/ ~ EEHHK
Name of company share capital % % % operation Principal activities
#1107 RBRAES  BERR
Catel (B.V.) Limited HK$110 100 - 100 BVI Investment holding
20,000,000F B HERMHHRE
Wong's International Japan, Inc. JPY20,000,000 100 - 100 Japan Sales and marketing
BB AT BT BE REER
Bondwide Limited HK$2 - 100 100 Hong Kong Investment holding
BT Bk NERE
Luckyweal Company Limited HK$2 - 100 100 Hong Kong Property investment
KREZBR LA BT BE/H BEBFfER
Siu Wai Industrial Limited HK$2 - 100 100 Hong Kong/PRC  Electronic products
manufacture
BT BB REHER
Wapdon Company Limited HK$2 - 100 100 Hong Kong Investment holding
ERR EM) BRAR* 11,606,529% 7 i WESTEmM
Welco Technology (Suzhou) US$11,606,529 - 100 100 PRC Electronic products
Limited* manufacture
#%%83,500,0007 g BERR
Wong's Circuits (Holdings) Pte Ltd. 5$83,500,000 - 100 100 Singapore Investment holding
IREFERAT 711,000,007 B BEBTED
Wong's Electronics Co,, Limited HK$1,000,000 = 100 100 Hong Kong Electronic products
manufacture
IRIXEB)ARAR 5007 BE REER
Wong's Industrial (Holdings) Limited HK$500 — 100 100 Hong Kong Investment holding

* BARREEIERE -

This company is a wholly owned foreign enterprise.

Wong's International (Holdings) Limited Annual Report 2005
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40. TEMBE QT (&) 40. PRINCIPAL SUBSIDIARIES (Continued)
BAERELA FEREE
BRT Proportion of 5] ML
EERAEE ownership interest Proportion &%
Nominal value of B & of voting  Place of
ARER issued ordinary  Directly Indirectly power held incorporation/ EE#E#H
Name of company share capital % % % operation Principal activities
Rt RIEERHAR
75#1,000,0007T BE BRBERENER
BroadMax Technology Limited HK$1,000,000 = 100 100 Hong Kong Design and marketing
of broadband and
internet appliances
products
% HERDHER
71,000,000 BE BHEM
Emerging Technologies Limited HK$1,000,000 = 100 100 Hong Kong Development,
marketing and
distribution of wireless
communication
products
RUEERRER AT 7##1,000,0007T BE EEXE
Bridge Technology Limited HK$1,000,000 = 60 60 Hong Kong Dormant
10,000%7T *H iz &
Wong's International (USA) US$10,000 — 100 100 USA Marketing
Corporation
EERR TEHIGHENBLARZFF In the opinion of the directors, a complete list of the particulars of
B BEHITER Bt FREHIIFES subsidiaries will be of excessive length and therefore the above list
REBEEIEEFEEEEXE M contains only the particulars of those subsidiaries which principally affect
BARFS © the results or net assets of the Group.
Bt A B AT E N F AR DA None of the subsidiaries had issued any debt securities subsisting at
ZEEES - B FAERIE IR the end of the year or at any time during the year.

TTERERES

IKER (B BRLAT —TTRFFR m



