The Company is a limited liability company incorporated
in Bermuda. The Company has its primary listing on The

Stock Exchange of Hong Kong Limited.

These consolidated accounts are presented in thousands
of units of Hong Kong dollars (HK$’000), unless otherwise
stated. These consolidated accounts have been approved

for issue by the Board of Directors on 19th April 2006.

The principal activity of the Company is investment
holding. The activities of the principal subsidiaries are set

out in Notes 16 to the account.

The principal accounting policies applied in the preparation

of these consolidated accounts are set out below.

(a) BASIS OF PREPARATION

The consolidated accounts have been prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRS”). The consolidated accounts
have been prepared under the historical cost
convention, as modified by the revaluation of
available-for-sale financial assets, financial assets
and financial liabilities at fair value through profit
or loss and investment properties, which are carried

at fair value.
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(a)

BASIS OF PREPARATION (continued)

The preparation of accounts in conformity with
HKFRS requires the use of certain critical
accounting estimates. It also requires management
to exercise its judgement in the process of applying
the Company’s accounting policies. The areas
involving a higher degree of judgement or
complexity, or areas where assumptions and
estimates are significant to the consolidated

accounts, are disclosed in Note 4.

In 2005, the Group adopted the following new/
revised standards and interpretations of HKFRS
below, which are relevant to its operations. The
2004 Comparatives have been amended as required,

in accordance with the relevant requirements.

HKAS 1 Presentation of Financial
Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes
in Accounting Estimates and
Errors

HKAS 10 Events after the Balance Sheet
Date

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 21 The Effects of Changes in
Foreign Exchange Rates

HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 32 Financial Instruments:
Disclosures and Presentation

HKAS 33 Earnings per Share

HKAS 36 Impairment of Assets

HKAS 39 Financial Instruments:

Recognition and Measurement
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(a)

BASIS OF PREPARATION (continued)

HKAS 40 Investment property

HKAS-Int 21 Income Taxes — Recovery of
Revalued Non-Depreciated
Assets

HKEFRS 2 Share-base Payments

The adoption of new/revised HKASs 1, 2, 7, 8, 10,
16, 17, 21, 23, 24, 33, and 36 did not result in
substantial changes to the Group’s accounting

policies. In summary:

- HKAS 1 has affected the presentation of
accounts and other disclosures.

- HKASs 2, 7, 8, 10, 16, 23 and 36 had no
material effect on the Group’s policies.

- HKAS 21 had no material effect on the
Group’s policy. The functional currency of
each of the consolidated entities have been
re-evaluated based on the guidance to the
revised standard.

- HKAS 24 had affected the identification of
related parties and some other related-party

disclosures.

The adoption of HKASs 32 and 39 has resulted in
a change in the accounting policy relating to the
classification of financial assets at fair value
through profit or loss and available-for-sale

financial assets.

The adoption of revised HKAS 40 has resulted in a
change in the accounting policy of which the
changes in fair values are recorded in the profit
and loss account as part of other income. In prior
years, the increases in fair value were credited to
the investment properties revaluation reserve.
Decreases in fair value were first set off against
increases on earlier valuations on a portfolio basis
and thereafter expensed in the profit and loss

account.

(a)

HRIEHE (A1)
B A A S5 4008 WE MR

9 17 i 45 8 — Wi 1l
— e RS2 198 REMIEIE
¥ E
s VLB Ay 2 i 1
o 7] 55 29% Z ik

RAN 2 W AT A W wh A SE
12+7-8~10~16~17~ 21~ 23~
24 ~ 33 S 3655 W M6 B A AR 1B
BOR M BLE K4 o W H -

- HHEIRAEEHERZRE
5] Je $e A B 38 M 5 B o

- HWEEEAE2-7-8- 10"
16 ~ 23 5% 3655 # A4 ] 2 BUR
N2 3

- FWERTEAE AR
ZHORWEEKRBE - KA
Tz OB
#2355 T L EHE M o

= R a RS 24 5% B Ay
Z PR B A T A Ry 5%
WL -

PRAT W S HE R SR 3258 K AR 395K &
BEBEAPHFABERZEME
R AEHE SRE E B EE
BOR B B -

PR AN REAG AT A 9 7t o A SR 409 B B
At BORA P 8 > REWEZ AP
B AR > ERLMKRAZ
Ay o BOBAESEBE > AT
At ABE Y EBAG A o AP
A S T AL £ Ak Y S A 3
TARARE > BRAUR R AR K NSO H o



(a)

BASIS OF PREPARATION (continued)
The adoption of revised HKAS-Int 21 has resulted

in a change in the accounting policy relating to
the measurement of deferred tax liabilities arising
from the revaluation of investment properties.
Such deferred tax liabilities are measured on the
basis of tax consequences that would follow from
recovery of the carrying amount of that asset
through use. In prior years, the carrying amount
of that asset was expected to be recovered through

sale.

The adoption of HKFRS 2 has resulted in a change
in the accounting policy for share-based payments
which require the expensing of the fair value of
directors’ and employees’ share options of the
Company determined at the date of grant of the
share options over the vesting period. Prior to the
application of HKFRS 2, the Group did not
recognise the financial effect of these share
options until they were exercised. The Group has
not applied HKFRS 2 to share options that were
granted after 7th November 2002 and had vested
before 1st January 2005 in accordance with the
relevant transitional provisions. Comparative

figures have not been restated.
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(a)

BASIS OF PREPARATION (continued)

All changes in the accounting policies have been
made in accordance with the transition provisions
in the respective standards, wherever applicable.
All standards adopted by the Group require

retrospective application other than:

- HKAS 16 — the initial measurement of an
item of property, plant and equipment
acquired in an exchange of assets transaction
is accounted at fair value prospectively only

to future transactions;

- HKAS 39 - does not permit to recognise,
derecognise and measure financial assets and
liabilities in accordance with this standard

on a retrospective basis;

- HKAS 40 - since the Group has adopted the
fair value model, there is no requirement for
the Group to restate the comparative
information, any adjustment should be made
to the retained profits as at 1 January 2005,
including the reclassification of any amount

held in revaluation surplus for investment

property.
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(b)

CONSOLIDATION

The consolidated accounts include the financial
statements of the Company and all its subsidiaries

made up to 31 December.

Subsidiaries are all entities over which the Group
has the power to govern the financial and
operating policies generally accompanying a
shareholding of more than one half of the voting
rights. The existence and effect of potential voting
rights that are currently exercisable or convertible
are considered when assessing whether the Group

controls another entity.

Subsidiaries are fully consolidated from the date
on which control is transferred to the Group. They
are de-consolidated from the date that control

ceases.

The purchase method of accounting is used to
account for the acquisition of subsidiaries by the
Group. The cost of an acquisition is measured as
the fair value of the assets given, equity
instruments issued and liabilities incurred or
assumed at the date of exchange, plus costs
directly attributable to the acquisition. Identifiable
assets acquired and liabilities and contingent
liabilities assumed in a business combination are
measured initially at their fair values at the
acquisition date, irrespective of the extent of any
minority interest. The excess of the cost of
acquisition over the fair value of the Group’s share
of the identifiable net assets acquired is recorded
as goodwill. If the cost of acquisition is less than
the fair value of the net assets of the subsidiary
acquired, the difference is recognised directly in

the profit and loss account.
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(b)

(c)

CONSOLIDATION (continued)

Inter-company transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated
unless the transaction provides evidence of an
impairment of the asset transferred. Accounting
policies of subsidiaries have been changed where
necessary to ensure consistency with the policies

adopted by the Group.

In the Company’s balance sheet the investments in
subsidiaries are stated at cost less provision for
impairment losses. The results of subsidiaries are
accounted by the Company on the basis of dividend

received and receivable.

FOREIGN CURRENCY TRANSLATION

(1) Functional and presentation currency

Items included in the accounts of each of
the Group’s entities are measured using the
currency of the primary economic
environment in which the entity operates
(‘the functional currency”). The consolidated
accounts are presented in thousands of units
of Hong Kong dollars, which is the Group’s

functional and presentation currency.
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(c)

FOREIGN CURRENCY TRANSLATION

(continued)

(i)

(iii)

Transactions and balances

Foreign currency transactions are translated
into the functional currency using the
exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and
losses resulting from the settlement of such
transactions and from the translation at year-
end exchange rates of monetary assets and
liabilities denominated in foreign currencies

are recognised in the profit and loss account.

Translation differences on non-monetary
items, such as equity instruments held at fair
value through profit or loss, are reported as
part of the fair value gain or loss. Translation
difference on non-monetary items, such as
equities classified as available-for-sale
financial assets, are included in the fair value

reserve in equity.

Group companies

The results and financial position of all the
Group entities (none of which has the
currency of a hyperinflationary economy)
that have a functional currency different from
the presentation currency are translated into
the presentation currency as follows:

(1) assets and liabilities for each balance sheet
presented are translated at the closing rate
at the date of that balance sheet;

(ii))  income and expenses for each profit
and loss account are translated at
average exchange rates (unless this
average is not a reasonable
approximation of the cumulative
effect of the rates prevailing on the
transaction dates, in which case
income and expenses are translated at

the dates of the transactions); and
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(c)

(d)

FOREIGN CURRENCY TRANSLATION

(continued)

(iii)  Group companies (continued)

(iii)  all resulting exchange differences are
recognised as a separate component

of equity.

On consolidation, exchange differences
arising from the translation of the net
investment in foreign entities are taken to
shareholders’ equity. When a foreign
operation is sold, such exchange differences
are recognised in the profit and loss account

as part of the gain or loss on sale.

PLANT AND EQUIPMENT

Plant and equipment, comprising leasehold
improvements, plant and machinery, equipment,
furniture and fixtures and motor vehicles
are stated at historical cost less accumulated
deprecation and accumulated impairment losses.
Historical costs includes expenditure that is directly

attributable to the acquisition of the items.

Deprecation of plant and equipment is calculated
using straight-line method to allocate cost at annual

rates ranged from 20% to 30%.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow
to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance
are expensed in the profit and loss account during

the financial period in which they are incurred.
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(d)

(e)

PLANT AND EQUIPMENT (continued)

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each

balance sheet date.

An asset’s carrying amount is written down
immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated

recoverable amount.

INVESTMENT PROPERTIES

Property that is held for long-term rental yields or
for capital appreciation or both, and that is not
occupied by the companies in the consolidated

Group, is classified as investment property.

Investment property comprises land held under
operating leases and buildings held under finance

leases.

Land held under operating leases are classified and
accounted for as investment property when the rest
of the definition of investment property is met. The
operating lease is accounted for as if it were a

finance lease.

Investment property is measured initially at its cost,

including related transaction costs.

After initial recognition, investment property is
carried at fair value. Fair value is based on active
market prices, adjusted, if necessary, for any
difference in the nature, location or condition of
the specific asset. These valuations are performed
in accordance with the guidance issued by the
International Valuation Standards Committee. These
valuations are reviewed annually by external

valuers.
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(e)

)

INVESTMENT PROPERTIES (continued)

The fair value of investment property reflects,
among other things, rental income from current
leases and assumptions about rental income from
future leases in the light of current market

conditions.

Subsequent expenditure is charged to the asset’s
carrying amount only when it is probable that future
economic benefits associated with the item will flow
to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance
costs are expensed in the profit and loss account
during the financial period in which they are

incurred.

Changes in fair values are recognised in the profit

and loss account.

IMPAIRMENT OF ASSETS

Assets that have an indefinite useful life are not
subject to amortisation, which are at least tested
annually for impairment and are reviewed for
impairment whenever events or changes in
circumstances indicate that the carrying amount may
not be recoverable. Assets that are subject to
amortisation are reviewed for impairment whenever
events or changes in circumstances indicated that
the carrying amount may not be recoverable. An
impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell and
value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash

flows (cash-generating units).
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(g)

(h)

OPERATING LEASE

Leases in which a significant portion of the risks
and rewards of ownership are retained by the lessor
are classified as operating leases. Payments made
under operating leases (net of any incentives
received from the lessor) are expensed in the profit
and loss account on a straight-line basis over the

period of the lease.

INVESTMENT
From 1 January 2004 to 31 December 2004: The

Group classified its investments in securities, other

than subsidiaries as trading securities.

Trading securities were carried at fair value. At
each balance sheet date, the net unrealised gains or
losses arising from the changes in fair value of
trading securities were recognised in the profit and
loss account. Profits or losses on disposal of trading
securities, representing the difference between the
net sales proceeds and the carrying amounts, were
recognised in the profit and loss account as they

arised.
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(h)

INVESTMENT (continued)

From 1 January 2005 onwards:

The Group classifies its investments in the

following categories: financial assets at fair value

through profit or loss and available-for-sale

financial assets. The classification depends on the

purpose for which the investments were acquired.

Management determines the classification of its

investments at initial recognition and re-evaluates

this designation at every reporting date.

(1)

Financial assets at fair value through profit
or loss

This category has two sub-categories:
financial assets held for trading, and those
designated at fair value through profit or loss
at inception. A financial asset is classified
in this category if acquired principally for
the purpose of selling in the short term or if
so designated by management. Derivatives
are also categorised as held for trading unless
they are designated as hedges. Assets in this
category are classified as current assets if
they are either held for trading or are
expected to be realised within 12 months of

the balance sheet date.
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(h)

INVESTMENT (continued)

(i)

Available-for-sale financial assets

Available-for-sale financial assets are non-
derivatives that are either designated in this
category or not classified in any of the other
categories. They are included in non-current
assets unless management intends to dispose
of the investment within 12 months of the

balance sheet date.

Purchases and sales of investments are
recognised on trade-date — the date on which
the Group commits to purchase or sell the
asset. Investments are initially recognised at
fair value plus transaction costs for all
financial assets not carried at fair value
through profit or loss. Investments are
derecognised when the rights to receive cash
flows from the investments have expired or
have been transferred and the Group has
transferred substantially all risks and rewards
of ownership. Available-for-sale financial
assets and financial assets at fair value
through profit or loss are subsequently
carried at fair value. Realised and unrealised
gains and losses arising from changes in the
fair value of the ‘financial assets at fair value
through profit or loss’ category are included
in the profit and loss account in the period
in which they arise. Unrealised gains and
losses arising from changes in the fair value
of non-monetary securities classified as
available-for-sale are recognised in equity.
When securities classified as available-for-
sale are sold or impaired, the accumulated
fair value adjustments are included in the
profit and loss account as gains or losses

from investment securities.
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(h)

INVESTMENT (continued)

(ii)

Available-for-sale financial assets
(continued)

The fair values of quoted investments are
based on current bid prices. If the market
for a financial asset is not active (and for
unlisted securities), the Group establishes
fair value by using valuation techniques.
These include the use of recent arm’s length
transactions, reference to other instruments
that are substantially the same, discounted
cash flow analysis, and option pricing
models refined to reflect the issuer’s specific

circumstances.

The Group assesses at each balance sheet
date whether there is objective evidence that
a financial asset or a group of financial assets
is impaired. In the case of equity securities
classified as available for sale, a significant
or prolonged decline in the fair value of the
security below its cost is considered in
determining whether the securities are
impaired. If any such evidence exists for
available-for-sale financial assets, the
cumulative loss — measured as the difference
between the acquisition cost and the current
fair value, less any impairment loss on that
financial asset previously recognised in the
profit and loss account — is removed from
equity and recognised in the profit and loss
account. Impairment losses recognised in the
profit and loss account on equity instruments
are not reversed through the profit and loss

account.
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(i)

@)

INVENTORIES

Inventories are stated at the lower of cost and net
realisable value. Cost, calculated on the weighted
average method, comprises all costs of purchases
and other costs incurred in bringing the inventories
to their present location and condition. Net
realisable value is determined on the basis of
anticipated sales proceeds less estimated selling

expenses.

TRADE AND OTHER RECEIVABLES

Trade and other receivables are recognised initially
at fair value and subsequently measured at
amortised cost using the effective interest method,
less provision for impairment. A provision for
impairment of trade and other receivables is
established when there is objective evidence that
the Group will not be able to collect all amounts
due according to the original terms of receivables.
The amount of the provision is the difference
between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at
the effective interest rate. The amount of the
provision is recognised in the profit and loss

account.
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(k)

@

(m)

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash in hand,
deposits held at call with banks, other short-term
highly liquid investments with original maturities
of three months or less, and bank overdrafts. Bank
overdrafts are shown within borrowings in current

liabilities on the balance sheet.

SHARE CAPITAL

Ordinary shares are classified as equity. Incremental
costs directly attributable to the issue of new shares
or options are shown in equity as a deduction, net

of tax, from the proceeds.

EMPLOYEE BENEFITS

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

sheet date.

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

time of leave.

(ii))  Bonus plans
The expected cost of bonus payments are
recognised as a liability when the Group has
a present legal or constructive obligation as
a result of services rendered by employees
and a reliable estimate of the obligation can

be made.

Liabilities for bonus plans are expected to
be settled within 12 months and are measured
at the amounts expected to be paid when

they are settled.
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(m) EMPLOYEE BENEFITS (continued)

(m)

(iii)  Pensions obligations
Following the adoption of the Mandatory
Provident Fund (“MPF”) Scheme in
December 2000, all employees of the Group
employed in Hong Kong joined the MPF
Scheme. Under this scheme, employees and
the Group are required to make contributions
to the scheme calculated at 5% of the
individual employee’s monthly basic salaries,
subject to a cap of HK$1,000. The Group’s
contributions to this scheme are expensed
as incurred. The assets of the scheme are
held separately from those of the Group in

independently administered funds.

DEFERRED TAXATION

Deferred taxation is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the accounts. Taxation
rates enacted or substantively enacted by the
balance sheet date are used to determine deferred

taxation.

Deferred tax assets are recognised to the extent that
it is probable that future taxable profit will be
available against which the temporary differences

can be utilised.

Deferred taxation is provided on temporary
differences arising on investments in subsidiaries,
except where the timing of the reversal of the
temporary difference can be controlled by the Group
and it is probable that the temporary difference will

not reverse in the foreseeable future.
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(0)

(p)

BORROWINGS

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Transaction costs
are incremental costs that are directly attributable
to the acquisition, issue or disposal of a financial
asset or financial liability, including fees and
commissions paid to agents, advisers, brokers and
dealers, levies by regulatory agencies and securities
exchanges, and transfer taxes and duties.
Borrowings are subsequently stated at amortised
cost; any difference between the proceeds (net of
transaction costs) and the redemption value is
recognised in the profit and loss account over the
period of the borrowings using the effective interest

method.

Borrowings are classified as current liabilities
unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months

after the balance sheet date.

REVENUE RECOGNITION

Revenue comprises the fair value for the sales of
goods and services, net of value-added tax, rebates
and discounts and after eliminating sales within the

Group. Revenue is recognised as follows:

(1) Sales of Goods
Sales of goods are recognised when a Group
entity has delivered products to the customer,
the customer has accepted the products and
collectibility of the related receivables is

reasonably assured.

(i1)  Sales of Services
Sales of services are recognised in the
accounting period in which the services are
rendered, by reference to completion of the
specific transaction assessed on the basis of
the actual service provided as a proportion

of the total services to be provided.
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(p)

(q)

REVENUE RECOGNITION (continued)

(iii)

(iv)

Interest Income

Interest income is recognised on a time-
proportion basis using the effective interest
method. When a receivable is impaired, the
Group reduces the carrying amount to its
recoverable amount, being the estimated
future cash flow discounted at original
effective interest rate of the instrument, and
continues unwinding the discount as interest
income. Interest income on impaired loans
is recognised either as cash is collected or
on a cost-recovery basis as conditions

warrant.

Dividend Income
Dividend income is recognised when the

right to receive payment is established.

DIVIDEND DISTRIBUTION

Dividend distribution to

the Company’s

shareholders is recognised as a liability in the

Group’s accounts in the period in which the

dividends are approved by the Company’s

shareholders.

(p)

(q)

e 2t W B (A)

(iii)

(iv)

B KA

B W A BR B B R B3 1 g
TA] b ) o e R o v R Wk T
H B A > A4 I8 1 R i
Tk 2 AT W el o WP Al R R
KB Gk TR Z R
GESEES ¢ W3 ¥y
HiBUERFBRA - BEZ
Bk 2 A8 B TSI OB 4
IR s 45 WA T i A A 1 L
] I R o

JBe B A
JBE JE Wi TP K L < A A e
AL A

JBe B 2 I

T A 2 7 B SRR 2 BB B IR AE A T
B AR A W IR R e Z S > A AR
SR ER H AR A B -



31

FINANCIAL RISK FACTORS

The Group’s major financial instruments include

trade receivables, other receivables, trade payables,

other payables and borrowings. 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.

(a)

(b)

CURRENCY RISK

Several subsidiaries of the Company have
foreign currency trade, 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 transaction in accordance

with the Group’s risk management policies.

INTEREST RATE RISK

The Group’s fair value interest rate risk
relates to variable-rate borrowings (see Note
26 for details of these borrowings). Besides,
the Group is exposed to interest rate risk
through the impact of rate changes on
interest bearing bank borrowings. The
interest rates and terms of repayment of bank
borrowings of the Group are disclosed in

note 26 respectively.
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31

FINANCIAL RISK FACTORS (continued)

(c)

(d)

CREDIT RISK

The Group’s maximum exposure to credit
risk in the event of the counterparties failure
to perform their obligations as at 31
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 regularly the recoverable amount of
each individual trade receivables 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.

PRICE RISK

The Group’s held-for-trading investments are
measured at fair value at each balance sheet
date. Therefore, the Group is exposed to
equity security price risk. The management
manages this exposure by maintaining a
portfolio of investments with different risk

profiles.
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3.2

FAIR VALUE ESTIMATION

The fair value of financial instruments traded in
active markets (such as publicly traded derivatives,
and trading and available-for-sale securities) is
based on quoted market prices at the balance sheet
date. The quoted market price used for financial
assets held by the Group is the current bid price;
the appropriate quoted market price for financial

liabilities is the current ask price.

The nominal value less estimated credit adjustments
of trade receivables and payables are assumed to
approximate their fair values. The fair value of
financial liabilities for disclosure purposes is
estimated by discounting the future contractual cash
flows at the current market interest rate that is
available to the Group for similar financial

instruments.
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Estimates and judgements are continually evaluated and

are based on historical experienced and other factors,

including expectations of future events that are believed

to be reasonable under the circumstances.

4.1

CRITICAL ACCOUNTING ESTIMATES
AND ASSUMPTIONS

In the process of applying the entity’s accounting
policies which are described in note 2, management
has made the following judgements that have
significant effect on the amounts recognised in the
accounts. 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.

USEFUL LIVES OF PLANT AND
EQUIPMENT

The Group’s net book value of plant and equipment
as at 31 December 2005 was HK$5,025,000. The
Group depreciates the plant and machinery on a
straight line basis over the estimated useful life of
3 to 5 years, and after taking into account of their
estimated residual value, using the straight-line
method, at the rate 20% to 30% per annum,
commencing from the date the equipment is placed
into productive use. The estimated useful life and
dates that the Group places the equipment into
productive use reflects the directors’ estimate of
the periods that the Group intend to derive future
economic benefits from the use of the Group’s plant

and equipment.
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4.1

CRITICAL ACCOUNTING ESTIMATES
AND ASSUMPTIONS (continued)

PROVISION FOR IMPAIRMENT OF
TRADE AND OTHER RECEIVABLES

The policy for provision for impairment of trade
and other receivables of the Group is based on the
evaluation of collectability and on management’s
judgement. A considerable amount of judgement 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 an impairment of their ability to make
payments, additional allowances may be required.

PROVISION FOR INVENTORIES

The management of the Group reviews the
marketability of inventory items at each balance
sheet date, and makes allowance for obsolete and
slow-moving inventory items identified that are no
longer suitable for sales. The management estimates
the net realisable value for such finished goods and
work-in progress based primarily on the latest
invoice prices and current market conditions. The
Group carries out an inventory review on a product-
by-product basis at each balance sheet date and

makes provision for obsolete items.

INCOME TAXES

The Group is subject to income taxes in Hong Kong
and People’s Republic of China (“PRC”).
Significant judgement is required in determining
the provision for income taxes. There are many
transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary
course of business. The Group recognises liabilities
for anticipated tax audit issues based on estimates
of whether additional taxes will be due. Where the
final tax outcome of these matters is different from
the amounts that were initially recorded, such
differences will impact the income tax and deferred
tax provisions in the period in which such

determination is made.
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The Group is principally engaged in the trading of
construction materials, mainly water pipes and fittings.
The results of operations by principal activities are
summarised as follows:

Turnover

e
Sales of pipes and fittings
B A A IF
Rental income
MEWBA
Sub-letting of warehouse
BEaM
Transportation income

78 i A

Other revenues
N
Interest income
B WA
Dividend income from financial assets at
fair value through profit on loss/trading securities

BATFHGFARBRZ EMERE " HAMEZ B ERA

Other income
Ho Aty e A
Insurance compensation
ok I i
Net exchange gains
E 52, Wi 25 5
Gain on disposal of property held for sale
H 8 A A B R e 6 2 R
Realised gain on disposal of financial assets at fair value
through profit or loss
32 A PR AR 2R R 2 Gt T B s
Realised gain on disposal of trading securities
HEER R ER 2 WS
Gain on disposal of plant and equipment
B R Xt A 2 Wi
Write back of provision for legal compensation
158 101 % it O 4 ¢ Al
Others
H A

Total revenues

eds 4 ot

ARG T EZ e A (R E R R 2
O REESE 3 Vi e 3 {iE S

T :

2005
gk
HK$000
T#x

521,820
884

211

6

522,921

697

151

848

1,499

1,933

488

277
1,500
1,877

7,574

531,343

2004
ZEFNE
HKS$'000
T#0

443,880
945

410

25

445,260

165

88

253

17,395
1,453

4,112

432

1,641

25,033

470,546



Business segment information is not presented as the
revenue, results and assets of the wholesale business
represent more than 90% of the total revenue, results
and assets of the Group respectively.

Geographical segment information is not shown as over
90% of the Group’s turnover and operating profit are
derived from Hong Kong.

Expenses included in cost of sales, selling and
distribution costs, administrative expenses and other

operating expenses are analysed as follows:

Charging/(crediting)
e,/ Gt A)
Auditors’ remuneration
A i T 4
Depreciation of plant and equipment

5 B ¢ A B 45

AR LS S 2 e 3s - AR E R ARE
ZHA S - EEMREEZIO%N L BB
B EFH I ER -

FH R A 48 81381 90% 2 2 356 1 Je A8 8% i 1 429 98
A& > BORA 254 38 R

Rl A A B R B RR - AT B
B ARSI L Z PASC AT InT

Employee benefit expenses (including directors’ emoluments) (note 11)

BITRAMEX (BHEEEME) (Baki1)
Write-off of bad debts

SR L 5

Operating lease on land and buildings

o Rt R AR

Impairment of trade and other receivables
$2 5 T A 8 Wik T 2 ik £

Provision for slow-moving inventories

W R

Fair value loss on financial assets at fair value through

profit or loss
B3R A F R A 55 5% 2 SR AR A E S 4R
Unrealised loss on trading securities

HE 2 R B E R

2005 2004
“EENAE ZRENE
HK$°000 HK$°000
T # F#
518 447
2,058 1,932
51,866 59,313
65 2,687
10,467 10,234
4,000 560
2,498 920
180 -

- 41

Write-back of provision for impairment of trade and other receivables

188 100 520 5 B L At R WAk I R 98¢ £

- (2,813)



Interest on bank borrowings
SRAT i A 8

Others

H A

Hong Kong profits tax has been provided at the rate of
17.5% (2004: 17.5%) on the estimated assessable profit
for the year. Taxation on overseas profits has been
calculated on the estimated assessable profit for the year
at the rates of taxation prevailing in the countries in which

the Group operates.

The amount of taxation charged to the consolidated profit

and loss account represents:

Current taxation:
BATBUA :
— Hong Kong profits tax
NGB
— Overseas tax
S0 B H
— Over provisions in prior years
DA 47 J5E 0 48
Deferred taxation relating to the origination

and reversal of temporary differences

8 0 50 W g 2 B A T ]

Taxation charge

B I 52

2005 2004

—EFHA —FFNE
HK$°000 HK$’000
T#x T#C
2,282 817

19 -

2,301 817

T s R A5 B0 75 $ BRAR A B Al 5 I SRR ¥k ) ik
BE175% (ZFFWAE : 17.5%) # # #
i o W AR R BETE TG ¥ BB B ACAE 2 A RE
JREE SRS i e A A [ R R Z BT
HEHH o

A HERMBZ BIHARE

2005 2004
CRRAA gy
HK$’000 HK$’000
TH T
8,435 9,970

587 -

(135) (54)

(298) 45

8,589 9,961



The taxation on the Group’s profit before taxation differs
from the theoretical amount that would arise using the
taxation rate of the principal place of operation of the

Company as follows:

Profit before taxation

ik Bt I ¥ A

Calculated at a taxation rate of 17.5% (2004: 17.5%)
BRERL17.5% (ZFZWAE ¢ 17.5%) it &

Effect of difference taxation rates in other countries
HoAt 1 KA R B R 2 5

Utilisation of previously unrecognised tax losses

B 5w R e e 2 I M

Unrecognised tax losses

AR T % 5 JE M R

Tax effect of income not subject to taxation

R BN Z BB

Tax effect of expenses not deductible for taxation purposes
W4T B B 32 2 Bl 5

Over provision in prior years

DA 47 JBE 7 484

Adjustment of deferred tax (Note 25)

A 9iE B8 I B (M ik 25)

Taxation charge

BLIE 52

The profit attributable to shareholders is dealt with in the
accounts of the Company to the extent of HK$11,447,000
(2004: HK$14,486,000).

7 55 T s T ¥ ) 2 R B PR A 4 W) R
BRI RG A HmB R ZBNT

2005
—EFhE
HK$’000
T#x

51,113

8,945

275

(35)

35

(251)

53

(135)

(298)

8,589

2004
—RENE
HK$°000
T

60,236

10,541

96

(735)

68

(54)

45

9,961

AR 2 B IR B O R B B R AG R A
11,447,000% 0 (ZFF MY4E : 14,486,000

J6) e



Interim, paid, of HK$0.02 (2004: HK$0.02) per ordinary share
UK 380 MRt B A i % B 0.023 7 (TR AR ¢ 0.02%0)

Final, proposed, of HK$0.03 (2004: HK$0.03) per ordinary share
3B IR A 1t B PR A R 0.03 0T (ZF R4 : 0.03¥70)

At a meeting held on 19th April 2006, the directors
declared a final dividend of HK$0.03 per ordinary share.
This proposed dividend is not reflected as a dividend
payable in these accounts, but will be reflected as an
appropriation of retained profits for the year ending 31st

December 2006.

Wages and salaries

TE& R &

Termination benefits

1k 1@ A A

Pension costs — mandatory provident fund

AR A 4 AR — o ) o 8

2005
“FFLF
HK$°000
T#7x

4,837

7,256

2004
g
HK$°000
Tt

4,837

7,256

EZERZANENA LA BT RE L #
P IR A ORI B B A IR 9 2 0.03 7T
A T 2 B8 R J B3 R A R PR R M DR
B Ml aRMARE_ZEAET A=
T+ H kAR PR B R 2 IR A o

2005
—EFhEF
HK$’000
T#7x
50,541

356

969

51,866

2004
“EFENE
HK$°000
THTE
58,337

275

701

59,313



(a)  The aggregate 'flmounts of emoluments pa’id and (a) 4 P AR A F 3 S O R AT T 2
payable to the directors of the Company during the 4 BT ¢

year are as follows:

Salaries, Group’s
Allowances contributions
and benefits to retirement 2005 2004
in Kkinds scheme Total Total
He B4k emoluments emoluments
Fees H R Bonus #z ZRRHE ZZZN4E
Name Wwa oA i EEEE MAME  MAamE
4 HK$’000 HK$’000 HK$’000 HK$°000 HK$000 HK$000

T# Ti# Ti# T# T#7 Ti#

Tsang Chung Yin

W B = 1,672 2,492 12 4,176 6,196
Tsang Yin

B = 2,658 2,503 12 5,173 6,954
Chan Churk Kai

B i = 2,142 742 12 2,896 2,641
Tsang Sik Yin, Eric

o & = 1,956 2,461 12 4,429 6,530
Tsang Ngan Chung

o 4 S = 1,560 2,453 12 4,025 6,097
Ngai Chui Ling

BB = 479 212 12 703 657
Wong Wah On, Edward

W 120 = = = 120 120
Chan Yuk Ming

i 1 120 = = = 120 120
Wong, Samuel Kwok Kay

R 120 = = = 120 30
Total 2005

ZRE ARG 360 10,467 10,863 72 21,762 =
Total 2004

“RFNEAG 270 10,003 19,000 72 - 29,345



(a)

(continued)
The emoluments of the directors fell within the
following bands:

Emoluments bands

T 4 41 71
Nil to HK$1,000,000
% £ 1,000,000%% 7&
HK$1,000,001 to HK$1,500,000
1,000,001 %% 7T % 1,500,000 JC
HK$1,500,001 to HK$2,000,000
1,500,001 % J& £ 2,000,000% JC
HK$2,000,001 to HK$2,500,000
2,000,001 J& % 2,500,000% Jt
Over HK$2,500,000
2,500,000% 76 P4 I

Emoluments paid to independent non-executive
directors amounted to HK$360,000 (2004:
HK$270,000).

(@) (#)

HRW LT THR
2005 2004
ZRELF ZRFRNF
4 4
5 5
9 9

A+ 7 S JE BT 3 2 4 360,000
Wt (ZFFNAE 2 270,000 0) ©



(b)  The five individuals whose emoluments were the
highest in the Group during the year are the
directors of the Company. Details of their
emoluments are reflected in the analysis presented

above.

(c) During the year, no directors waived any
emoluments and no emoluments had been paid by
the Group to the directors as an inducement to join
or upon joining the Group or as compensation for

loss of office.

The calculation of basic earnings per share is based on
the Group’s profit attributable to shareholders of
HK$42,524,000 (2004: HK$50,430,000) and the weighted
average of 241,854,000 shares (2004: 241,854,000 shares)

in issue during the year.

Diluted earnings per share is not presented as there were
no dilutive potential ordinary shares in years 2005 and
2004.

(b)  FRARGEE I EEHA LR AR
FHE R o FL R MR B A gy
*)f o

(c) A7 P9I S S AT AT I 4 o i AR
VSl 4 1) 3 S AR 4 AR s I A AR 4R
V. B 2 5l 5 A 2 e O 1

5 JBe A Z8 R T e AR AR T 2 R E A i A
42,524,000% 7C (Z R F W4 : 50,430,000%
JC) KA E AT R 2 RT3 R
241,854,000/ (ZZFZ M4 : 241,854,000/%)
i A

HIR A %% AR S R U AR I AF
SN S8 4 7 A O M > WO SN 288 2 5 T A
EEZ TR HREA -



At cost:

At Ist January 2004
SEEWEA - H
Cost

HA

Accumulated depreciation

REHE

Net book amount

W T

Year ended 31st December 2004

BREZZZNE
FIAZF—HIEE

Opening net book amount

A0 W

Additions

A

Depreciation

Net book value

I T

Year ended 31st December 2005

BRE_ZZIAE
FZRAEF—HIEEE

Opening net book amount

) W T

Additions

WE

Depreciation

ik

Net book value
I T 4 £

At 31st December 2005
“RFREFSAS R
Cost

HA

Accumulated depreciation

REHE

Net book amount

W T

Office
furniture,
Leasehold fixtures and
improvements fittings
HAE
MEwE &H - KE
b3 Wikt
HK$ :009 HK$ :009
F#x F#x
5,375 516
(3,267) (516)
2,108 -
2,108 -
1,396 -
(604) =
2,900 -
2,900 =
825 -
(808) =
2,917 -
7,596 516
(4,679) (516)
2,917 -

Office
equipment

SRR i
HK$'000
Ti#7

88

(66)

22

22

23

(6)

39

39

64

(1)

92

140

(48)

92

Depreciation expense of HK$2,058,000 (2004:
HK$1,932,000) has been expensed in administrative

expenses.

A
Machinery
and  Computer
equipment  equipment
R
wfli BB
HK$°000 HK$°000
T T#x
2,329 4,437
(1,762) (4,390)
567 47
5607 47
388 138
(320) (39)
635 146
635 146
303 24
(395) (43)
543 127
3,020 4,599
(2,477) (4,472)
543 127

Motor
vehicles

g
HK$'000
Fi#x

11,075

(10,210)

865

865
1,313

(963)

1,215

1,215
932

(801)

1,346

12,650

(11,304)

1,346

Total

A
HKS$'000
T

23,820

(20.211)

3,609

3,609
3,258

(1,932)

4,935

4,935
2,148

(2,058)

5,025

28,521

(23,496)

5,025

U # % 2,058,000 ¢ (= FF WY 4
1,932,000 t) T 7802 FHIE T 32 8 -



Beginning of the year
E3|
Fair value gains

il 1A Wi 28

End of the year
R

The Group’s interests in investment properties at their net

book values are analysed as follows:

2005 2004
CRRAN “EENLE
HK$’000 HK$’000
THT Tt
16,800 13,989

- 2,811

16,800 16,800

R H ML A 4 B S 2 2 4 A

In Hong Kong, held on:
REEE TIEB A
Leases of between 10 to 50 years

ME A F10E 504

Investment properties were revalued at 31st December
2005 on the basis of their open market value by Lawson
David & Sung Surveyors Limited employed by the Group,

a firm of independent qualified property valuers.

Investment properties with the carrying values of
HK$16,800,000 (2004: HK$16,800,000) were pledged to
secure the Group’s banking facilities (Note 26).

W ¢
2005 2004
CRRAN “EENE
HK$’000 HK$’000
THT Tt
16,800 16,800

A% 4K 8 B4 3 Lawson David & Sung Surveyors
Limited (— ] 8 7. = £ ¥ 4 4 5 A i i 47)
EREVRER_FFhETZA=1T—HZ
O3 BT A HEAT A A -

M 1 15 % 16,800,000 7T (= 2 % MY 4¢ :
16,800,000%5 7)) Z 3% & 4 2 C AR #GAT > DABK
A AR ) 2z — % SR AT Rl (B Rk 26) ©



Company

Unlisted shares, at cost
J b7 BB B AR A
Due from subsidiaries

Pt J 2 =) Ik

The amounts due from subsidiaries are unsecured, interest-

free and are repayable on demand.

2005 2004
—EFHAF “FFNE
HK$°000 HK$’000
T#x T#7T
86,938 86,938
70,301 83,621
157,239 170,559

Fof o 2 W) % Kk o S HE AT o L 4R 8 R 2R Y
RIFHEE -

Particulars of the subsidiaries are as follows: Wi B AR Z BT
Place of Issued and Percentage of
incorporation and fully paid-up attributable Principal
Company kind of legal entity share capital equity activities
sk F K 3 3 85 e CBIT & A B 4
V| HH RN 0 R B A [iFid:" HERH
Held directly:
HEZWHA :
World Trade Bun Kee British Virgin Islands, Ordinary shares 100% Investment
(BVI) Ltd. limited liability US$10,000 holding
company 10,0003 76 Bl K
AW 3l ik
HMEEAH
Held indirectly:
& A
Bun Kee (International) Hong Kong, Ordinary shares 100% Trading of
Limited limited liability HK$100 construction
Wt (B A R 2 A company 100% T materials, mainly
W AREEAF 9B i pipes and
Non-voting 0% fittings
deferred shares HEHBEMR
HK$3,000,000 EE T RE K
3,000,000% 7¢ B
3 B 5% MR S M
Hamerwind Logistic Hong Kong, Ordinary shares 100% Provision of
Company Limited limited liability HK$80,000 warehousing
iR R I A BR A ] company 80,000% 7t and logistic
o AREEAH & i i services
A&

W i P



Company
A

Hing’s Godown &
Transportation
Company Limited

BREEAARA A

National Link
Investment Limited

AC i 0 B A PR

Patterson Engineering
Company Limited
AT CTRARAH

Huge Vantage
International
Industrial Limited

K 2 B B TS A PR

Bun Kee Building
Material (Shanghai)
Co., Ltd.

WoRt & At (L)
)|

All subsidiaries carry out their business operations in Hong
Kong, except for Bun Kee Building Material (Shanghai)
Co., Ltd., a wholly foreign owned enterprise whose

Place of
incorporation and
kind of legal entity
sk K O b i e
TR 0N

Hong Kong,
limited liability
company

> FRIEMLAF

Hong Kong,
limited liability
company

> FREMLAT

Hong Kong,
limited liability
company

> FRILAF

Hong Kong,
limited liability
company

> AL AF

People’s Republic of
China (“PRC”),
limited liability
company

Gk YN T
(T Eal) > HRR

HAEA

business operation is carried out in the PRC.

Issued and
fully paid-up
share capital

C#IT &
20 R B A

Ordinary shares
HK$100,000
100,000% 7t

W i B

Ordinary shares
HK$600,000
600,000% JG

W 58 Ji

Ordinary shares
HK$100,000
100,000% 7o

W i B

Ordinary shares
HK$100,000
100,000% 7t

W i B

Ordinary shares
US$200,000
200,0003€ 7t
W

Percentage of
attributable
equity

A T i
"ok

Principal
activities

EX =31

Provision of
warehousing
services

1 B A By M

100%

Provision of
agency services
and investment

holding

32 A6 X B IR 5
Bt B 2 B

100%

100% Trading of
construction
materials,
provision of
agency services
and property
investment
HE M -
32 At AR B
i 5 K
Y EBE
100% Trading of
sanitary
products
fluorescent
lamps
and stainless
steel products
HE R A E A
S48 B A 5 Gl E fh
100% Trading of
construction
materials, mainly
pipes and fittings
HEEEMH
Bt o]
B g1

B vp b S A M (i) A IRA R
(—REINE A ) 5 > Brf Fif A w3y

TERHEE -



Beginning of the year
4

Additions

wE

End of the year
R

The Group’s interest in club membership is shown as
available-for-sale financial assets and stated at cost less

any provision for the impairment losses.

Merchandises

7 i

At 31st December 2005, provision for slow-moving
inventories amounted to HK$7,440,000 (2004:
HK$4,941,000).

The cost of inventories recognised as expenses and
included in cost of goods sold amounted to
HK$382,460,000 (2004: HK$314,329,000).

2005
—EFhAF
HK$000
T#x

629

150

779

2004
RN
HK$°000
T

629

629

AR ] 2 o RN 2 T3 B A B o O
T 452 A Y A o 9 FL M 4 488 A6 5 B

2005
“RELY
HK$’000
T#7x

202,588

2004
ZEFNE
HK$’°000
T#7C

174,636

NZFEFHETZH=1+—H > HHEEZ
B M B 7,440,000 6 (Z BB 4 ¢

4,941,000¥ JC) ©

ELHE R B S 3 5 A\ B B AR TH R 2 7 B
A B 382,460,000% o6 (= F F U 4 ¢

314,329,000 5C) °



Trade receivables
1 5 M WOk
Less: provision for impairment of receivables

T+ R I 8¢

Trade receivables — net
5 B WOk —
Prepayments

A ROH

Rental deposits
L&) 2 4

Other receivables

L A Wk IH

Less: non-current portion

s I B Ay

Current Portion

B 381

The fair values of trade and other receivables are as
follows:

Trade receivables
B 5 e WK
Prepayments

T O
Rental deposits
FLA 4% 4
Other receivables

A 8 Wik JH

2005
—EFhE
HK$’°000
T#x
120,718
(5,707)

115,011

11,991

2,281

1,940

131,223

(2,058)

129,165

2005
ZRBHA
HK$’000
T#x
115,011
11,991

223

1,940

129,165

2004
SR EWLE
HK$'000

F T
116,401
(1,746)

114,655

12,032

2,328

2,625

131,640

(176)

131,464

B0 B I ORI Z AR

2004
“RFNE
HK$’000
T
114,655
12,032
2,152

2,625

131,464



Details of the ageing analysis are as follows:

Current to 30 days
B 30K

31 days to 60 days
3R B60KR

61 days to 90 days
61 REIOR

91 days to 120 days
9IRE 120K

Over 120 days
& 120K

There is no concentration of credit risk with respect to
trade receivables, as the Group has a large number of

customers.

e 447 2 R T
2005

BRI
HK$’000

Tt

41,480

31,307

23,279

11,309

13,343

120,718

2004
SRR
HKS$°000
T
39,489
35,090
20,655
11,279

9,888

116,401

AEEARBEEF > HILHEH 5 EEGRIEZ

5 B I A SR o



Market value of equity securities listed in Hong Kong

TE 75 9 LT 2 25 2 2 A

The carrying amounts of the above financial assets are

classified as follows:

Held for trading
HHERR NG

Designated as fair value through profit or loss on initial recognition

T 0 2 e i g ) 23 2 3% O3 P E AR 2R R

Changes in fair values of other financial assets at fair
value through profit or loss are recorded in other gains/

(losses) in the profit and loss account.

Cash at bank and in hand
AT R F U B4
Short-term bank deposits
T SR AT A2 K

The effective interest rate on short-term bank deposits
was 1.95% (2004: 0.69%) these deposits have an average
maturity of 24 days (2004: 32 days).

2005
“EFhF
HK$°000
T#x

3,038

bt 4 b MR T T

2005
- L%
HK$°000
T#x
160

2,878

3,038

AP AR 55 2 2 At b 3 A OF
T AHIE RN Z Lkt Ok #)

T o

2005
—EFhE
HK$°000
T#x

63,824

63,824

2004
—RENE
HK$000

T T
41,847

24,691

66,538

BRI R EBA R E1.95% (ZFF N
0 0.69%) 5 FEFRZENM HFA24K

(ZFRWYE : 32K) o



Trade payables
4 5 HE A ok
Accrued expenses and other payables

JE it P B L A FE A sk 96

Details of the ageing of the trade payables are as follows:

Current to 30 days
B 30K

31 days to 60 days
3IIRE60K

61 days to 90 days
61 KR E90KR

Over 90 days
AIBIOKR

2005
—EFHAF
HK$°000
T#x

5,690

53,214

58,904

2004
ZFFNE
HK$°000
T#T
6,655

58,137

64,792

50 A ook MR B A A Z WERE T

2005
—EELY
HK$’000
T#x
2,680

1,793

1,054

163

5,690

2004
RN
HK$°000
T

4,772

1,874

6,655



(a)

SHARE CAPITAL

Ordinary shares of HK$0.10 each
5 B AR 0. 109 7€ 2 8 i
Authorised:
R A
At Ist January and 31st December, 2004 and 2005
REFFNER-FFLSF
—H—Hk+ZA=Z=+—H

Issued and fully paid:
CBAT R RBA
At 1st January, 2004 and 2005
RoBBMER-BREE—A—H

At 31st December, 2004 and 2005
RERRWER BB
toA=t—H

(a) A

Number

of shares

BBy 4 H
'000
T’

500,000

241,854

241,854

Nominal

value

i
HK’000
T#7T

50,000

24,185

24,185



(b)

SHARE OPTIONS

()

(i1)

Under the terms of the share option scheme
(the “Scheme”) adopted by the Company on
24th June 2004, the directors of the Company
are authorised at their absolute discretion,
to invite any Eligible Person as defined in
the Report of the Directors, to take up
options to subscribe for shares in the
Company. The Subscription price will be
determined by the Board, but shall be at least
the highest of (a) the closing price of the
shares as stated in the Stock Exchange’s
daily quotation sheet on the date on which
the relevant options are deemed to be granted
and accepted in accordance with the terms
of the Scheme (the “Commencement Date”),
which must be a day on which the Stock
Exchange is open for the business of dealing
in securities (“Trading Day”); (b) the average
closing price of the shares as stated in the
Stock Exchange’s daily quotation sheet for
the five Trading Days immediately preceding
the Commencement Date; and (c) the
nominal value of the shares. A consideration
of HK$10 is payable on acceptance of the
grant of an option. The maximum number of
shares in respect of which options may be
granted under the Scheme may not exceed
10% of the issued share capital of the
Company as at the date of adoption of the
Scheme. The Scheme became effective for a
period of ten years commencing 24th June
2004 which is the date of adoption of the

Scheme.

No option was granted during the year. As
at 31st December 2005, there are no share

options outstanding.

(b)

Yl B¢ Al

(1)

(ii)

MEBAAFRR ZFENENA
= H SR A R
(Mt &) 2 feak > A4 A #
P M Y Y A AT
EMAL (REFTREZE
) H AN A T B 2
JBERE o R A p
> MER TR () B 43 1A A B
S e HE A5 490 2 2 R w3 K
AT B SR H (TP
ORI (% Wi 22 e 46 % 3 77
Ry EBELBEH (RS
H 1)) A7E 1 22 B 45 B #t 8 % B
ez Wi 5] 5 (o) I B R B
U6 300 A AW 32 B A T
2 it 4 H 0 2% B 2 o 3
WAL s RBpmE=F 2z
B o A T
R o A& $2 N SR 1030 Z R
T o A4 % Al 8 957 i 2 B B e
BRI EEHEE > AE#
BERAZEEZ HAAE T
FBRARZ10% % B %5t 3 h
ZEFNEAAZTIH GRA
Zat#lZz 1) EHERAR -

G s K 28 7 S B A
Mo RBBEETAST
—H 5 AR R A7 e 2
e -



(a)

GROUP

At Ist January 2004
“ZFNE-A-H

Profit attributable to shareholders

T 8 A

Surplus on revaluation of
investment properties

S LI ETRY A

Dividends paid (note 10)

e B (Hit10)
2003 final dividend
“REEEAMBRE
2004 interim dividend
ZREWERHRE

At 31st December 2004

“EENEFZAZHH

Proposed final dividend (note 10)

BHRA B B (H#E10)

At st January 2005 (as previous reported)
ZEFLE-A-H (WHER)
Adjustment on adoption of HKAS 40

LR 4075 8 SR 409 T A 2

At Ist January 2005 (as restated)
ZRRAE-A-H (WES)

Profit attributable to shareholders

Tt SR A 36 A

Dividends paid (note 10)

CikBE (Witio)
2004 final dividend
“EEWERDRE
2005 interim dividend
ZEEAEPHRA

At 31st December 2005

“EFREFZAZHH

Proposed final dividend (note 10)

BHRA B B (#E10)

Share
premium

Joc B A

HKS$'000
T#7

29,345

29,345

29,345

29,345

29,345

29,345

29,345

Capital
reserve

¥k i

HKS$'000
T#7

34,115

34,115

34,115

34,115

34,115

34,115

34,115

(a) AHEM

Merger
reserve
(note (b)(i))
B O it i
(Bi)i)
HKS$'000
Ti#7

3,700

3,700

3,700

3,700

3,700

3,700

3,700

Investment
properties
revaluation
reserve

f¥E
0 4f i

HKS$'000
T#T

2,811

2,811

2,811

2,811

(2,811)

Retained
profits
R B A

HK$'000
T#7

129,731

50,430

(7,256)

(4,837)

168,068

(7,256)

160,812

168,068

2,811

170,879

42,524

(7,256)

(4,837)

201,310

(7,256)

194,054

Total
ait
HK$000
Fiti

196,891

50,430

2,811

(7,256)

(4,837)

238,039

(7,256)

230,783

238,039

238,039

42,524

(7,256)

(4,837)

268,470

(7,256)

261,214



COMPANY

At 1st January 2004
“EFNFE—H—H
Profit attributable to shareholders
JBt Al e A
Dividends paid (note 10)
SR B (MfiE10)
2003 final dividend
“ERREZERMRE
2004 interim dividend
ZEZFNAAPHRE

At 31st December 2004
SRENET A= N

Proposed final dividend (note 10)
3 S )

At 1st January 2005
“EFLHE—H—H
Profit attributable to shareholders
JBe Al e A
Dividends paid (note 10)
CIRBE (K1)
2004 final dividend
“EFNERYRE
2005 interim dividend
ZEZRUAPHRE

At 31st December 2005
SEFRAE AT

Proposed final dividend (note 10)
IR A B B (HaE10)

Contributed
surplus
(note ii)

BN B
(M itii)
HK$’000
F#

86,759

86,759

86,759

86,759

86,759

86,759

(b) AAN

Share
premium

JBe By ik fE1

HK$’000
T T

29,345

29,345

29,345

29,345

29,345

29,345

Retained
profits

PR B it 4
HK$°000
T 70

8,043

14,486

(7,256)

(4,837)

10,436

(7,256)

3,180

10,436

11,447

(7,256)

(4,837)

9,790

(7,256)

2,534

Total
it
HK$’000
F# T

124,147

14,486

(7,256)

(4,837)

126,540

(7,256)

119,284

126,540

11,447

(7,256)

(4,837)

125,894

(7,256)

118,638



(b)

COMPANY (continued)

(1)

(i1)

(iii)

The merger reserve of the Group arising from
the group reconstruction is determined by
the difference between the nominal value of
shares of the subsidiaries acquired pursuant
to the group reconstruction and the nominal
value of the Company’s shares deemed to
have been issued.

The contributed surplus of the Company
represents the difference between the
nominal value of the shares issued by the
Company in exchange for all the issued
ordinary shares of World Trade Bun Kee
(BVI) Ltd. and the value of net assets of the
underlying subsidiaries acquired by the
Company on 22nd November 2000. Under
the Companies Act 1981 of Bermuda (as
amended), the contributed surplus is
distributable to the shareholders, subject to
a solvency test. At the group level, the
contributed surplus is reclassified into its
component of reserves of the underlying
subsidiaries.

At 31st December 2005, reserves of the
Company available for distribution,
including the contributed surplus, amounted
to HK$96,549,000 (2004: HK$97,195,000).

Deferred taxation is calculated in full on temporary

differences under the liability method using a principal
taxation rate of 17.5% (2004: 17.5%).

The movement on the deferred tax liabilities/(assets)

account is as follows:

At 1st January

B—H—H

(b) AAN (4)

() HEMEHN R AREDRS
el » JDiRE M EAEAZ
e Jeg A i) B 0 TG B AL AE L
AT Z A2 i) Bt Ay T A T 2 2%
i # % °

(i) AAFZHABBTIRALF
% He Bl World Trade Bun Kee
(BVI) Ltd. 2 & C % 47 3% 48 I i
AT Z B 1 A B AR 2 =) B i
S5 B B A R R R R R4
‘+—AZtTZHZEEFMEE
FTHZEH  MBERE—L
IN—ER R (BIERT) » A
BRTERE & BIE ) BB B 5
ZWMRZ BT » THMRT
Bed o FEEMZIRE L A
B4 TR R A T MR
] 2 A AL 4y o

i)y REZFFAFE+ZH=1+—
H o AT AR 2 40 Uk Z A 2 ) fifi

(£ %5 B\ %) %£ 96,549,000
#Wot (ZFFN4E : 97,195,000
won) e

EAERIE TR EERE17.5% (ZRF P4 :

17.5%) VA S0 5 0 B 0 22 A 2 Ot A o

BEB AR (HE) IRZEHWMT -

Deferred taxation (credited)/charged to profit and loss account (Note §)

R RS GEA) B Z B E B (HEs)

At 31st December
WNt+ZHA=+—H

2005 2004
ZEFLE —EFNE
HK$°000 HKS$’000
T#x T 87T
(918) (963)

(298) 45

(1,216) (918)



The movement in deferred tax assets (prior to offsetting

of balances within the same taxation jurisdiction) during

the year is as follows:

Deferred tax assets

IE % B ¥ A

At Ist January
B—H—H
Charged/(credited) to profit and loss account

A,/ GEA) Hei

At 31st December
REZA=—H

Deferred tax liabilitiesion

9B % B 5 14

As 1st January
B—H—H
Charged to profit and loss account

Rk CEF S

As at 31st December

B+ZA=+—H

Deferred tax assets
IR AIE LI
Deferred tax liabilities

S A I 1A

BI) RAERZ W
Accelerated tax
depreciation Provisions
Tk B i
2005 2004 2005 2004
SERLAE CFRNE CRFEE SRENE -
HK$’000 HK$’000 HK$’000 HK$’000
T#x T#x T#7x T#x
(259) (259) (704) (704)
170 - (598) -
(89) (259) (1,302) (704)

A S B T (7 [P — U M I o 6 B 41K 489

Total

fit
2005 2004
ZRHE ZFRNE
HK$°000 HK$000
T#x T
(963) (963)

(428) -

(1,391) (963)

Accelerated tax depreciat

o 2 8 26 b 45
2005 2004
ZRELF ZRFRNE
HK$°000 HK$’000
T # F T
45 =
130 45
175 45
2005 2004
ZEZHA ZEFNA
HKS$’000 HK$°000
T # F oo
(1,391) (963)
175 45
(1,216) (918)



Non-current
F Bp 1
Bank borrowings

BRAT A B

Current

B
Bank borrowings
AT &
Trust receipt loans

o M B 5 7

Total borrowings

AR

The borrowings of the Group are in Hong Kong dollars
and interest is payable at a floating rate. The average
effective interest rate per annum of the borrowings at 31st
December 2005 was 5.18% (2004: 1.65%).

The Group had aggregate banking facilities of
approximately HK$284,125,000 as at 31st December 2005
(2004: HK$239,125,000) for overdrafts, term loans and
other trade finance facilities. Banking facilities utilised as
at 31st December 2005 amounted to approximately
HK$93,577,000 (2004: HK$84,801,000). The banking
facilities were secured by corporate guarantees from the
Company, and investment properties with carrying values
of approximately HK$16,800,000.

2005 2004

ZEFRE “FFNE
HK$’000 HK$’000
T#x T#7C

- 1,667

- 1,667

1,686 1,333
70,408 63,723
72,094 65,056
72,094 66,723

A5 [ 2 A S DA W0 A LA R i B A R
B REZBEHETH=1—H  fif8Z
A T BEAE R R R 5.18% (R R A ¢
1.65%) °

RoBEREF A=+ > AEEZH
A7 % 3L £9284,125,0008 76 (Z B R4 -
239,125,000¥7c) » K EAfHEEY - FHE
HERME S ME - R_RRAET A=
T—H > BB Z AT E 49 %293,577,000
Wt (ZFF M4 : 84,801,000850) © AT
T P A 2 ) AR Y 2y ] 9 AR T MR T 4
16,800,000% JC 1 38 & 4 3£ AF #L4 -



At 31st December 2005, the bank loan was secured by the W _BZZ2HET _H=+—H » KEHEZP

investment properties. TR G E RN -
2005
ZERHA
HK$’000
T#x

The analysis of the above is as follows:
AR ERRZAHWT
Wholly repayable within one year
R — N AR
More than two years, but not exceeding five years

W 4F DA B AEL R 0 T 4R

72,094

72,094

2004
g
HK$’000
T

65,056

1,667

66,723



(a) Reconciliation of profit for the year to cash (a)
generated from operations:

Profit for the year
4 JBE i
Adjustment for:
B LT T H AR
— Taxation
Mt IH
— Depreciation of plant and equipment
W B v Ml 2 97 #5
— Gain on disposal of plant and equipment
B R el 2 MR
— Gain on disposal of property held for sales
H B AR B 2 W AR
— Write back of provision for legal compensation
158 121 2 i O ¢ Al
— Unrealised loss on trading securities
HE#BHRZAREBEH
— Fair value loss on financial assets at fair
value through profit or loss
B AP R AR 25 R 2 S Rl E e 4R
— Realised gain on disposal of financial assets at fair value
through profit or loss
B A T EF AR SRR BB 2 W
— Realised gain on disposal of trading securities
HEERE R ERZ KR
— Interest income
WA
— Dividend income from financial assets at fair value
through profit or loss/trading securities
BAFHEABGERZ EMEE HEBHFZREBRA
— Interest expenses
A8 32
Change in working capital
BEESEE
— Increase in inventories
753
— Decrease/(increase) in trade and other receivables
B 5 B J At E WK SR I A (B8 )
— (Decrease)/increase in trade and other payables

55 B 3 Al HE A 3K H G A) 3

Cash generated from operations

REXEHGZBHERA

A B i A1) B A OG B E A Z BL BT

ZHR
2005
—RELF
HK$’°000
T#7x

42,524

8,589

2,058

(277)

(1,500)

180

(488)

(697)

(151)

2,301

(27,922)
417

(4,388)

20,646

2004
SR
HK$°000
T

50,275

9,961

1,932

(4,112)

41

(432)

(165)

(88)

817

(31,203)
(22,292)

16,654

21,388



(a)

(b)

Reconciliation of profit for the year to cash

generated from operations (continued)

In the cash flow statement, proceeds from sales of

plant and equipment comprise:

Net book amount
e 3 4
Gain on disposal of plant and equipment

B R e B ik Al 2 Wi

Proceeds from disposal of plant and equipment

Hh B R B Al = BT e sk R

Analysis of changes in financing during the year:

At Ist January
B—H—H

New bank loan raised

W AR AT B
Repayment of bank loans

08 AT B

At 31st December
W+ —_A=+—H

(a)

(b)

AR A BLALE B A AR Z B R
Z HIR (4)

RBLEREEN » B8R Lz
Fi f5 ok A 4

2005 2004
SRR “RENE
HK$’000 HK$’000
TH T T
2717 -
277 -

1 E P 2 B VR B4 AT ¢
2005 2004
SRR “FENE
HK$’000 HK$’000
TH T T
3,000 4,290
- 4,000
(1,314) (5.290)

1,686 3,000



(a)

(b)

AS LESSEE
At 31st December 2005, the Group had future

aggregate minimum lease payments under non-
cancellable operating leases in respect of land and

buildings as follows:

Not later than one year
—EN
Later than one year and not later than five years

BOEBIE (AR ERWA)

AS LESSOR
At 31st December 2005, the Group had future

aggregate minimum lease receivables under non-
cancellable operating leases in respect of its

investment properties as follows:

Not later than one year
—HEN
Later than one year and not later than five years

BRI (BRI HRWA)

(a) MEREBA

RERFLFETZA=Z+—H > K%
VR ¢ - i 2 A 5 S T B A6 LA

ZHEBERKHSHEFWT «
2005 2004
“EEHAE —RBI4AE
HK$’000 HK$’000
T# 7 F o
13,726 8,381
10,875 709
24,601 9,090

(b) fERABALA

REFZHFETZA=Z+—H > K%
LEY S g/E FNLE §F g koke
F AR d5 1 M Wi L B MR sk AL A

2005
—EFhE
HK$000
T#x

960

760

1,720

2004
—gEnE
HK$’000
T

756

756



There was no outstanding forward exchange contract at
31st December 2005 and 31st December 2004.

Bun Kee (International) Limited was cited as a defendant
in an action brought by a customer. The Group has filed a
statement of defence. The sum included in the claim
amounted to approximately HK$645,000 plus other related
costs. No further action has been taken by the customer
since November 1999. The directors are of the opinion
that the Group is unlikely to suffer any losses from the

claim and no provision is considered necessary.

During the year, the Group had the following significant
transactions with related parties:

(a) Rental expenses paid to:
LGB S AT
Bun Kee (H.K.) Limited
Wik (&) B R A A
Bun Kee (China) Limited
Wit (hE) A A F

Powerful Agents Limited

(1) These companies are beneficially owned and
controlled by certain directors of the
Company. Rentals were paid to these
companies for leasing office premises, retail

outlets and warehouses of the Group.

(i1))  Rental agreements were entered into between
the Group and Bun Kee (H.K.) Limited, Bun
Kee (China) Limited and Powerful Agents
Limited under which these properties were
rented to the Group based on market rates
as determined by a firm of independent

property valuers.

KRBT ASt— R RN
T Z A > A A AT 2
OIS0 HE 5 40 <

WAt (2 B%) A PR A 6 B A — % PR 2
Rz o  AEFHCRBERE - R
X IE 49 7% 645,0009 7 53 i 3 A AH B & A o
H—UUUE+— Al > 3% F Ik R EUE
—$ 5  ERERRAAREAARGHZRES
ZARATIR R 5 Wl 4 T AR A

TAAE N > A58 T SR N 1 AT R IR
25

2005 2004
SRR —gEnE
Note HK$’000 HKS$’000
B 7t T #75 T
(i) & (ii)
3,266 2,993
(i) & (ii)
1,320 1,284
(i) & (ii) 3,925 3,604

(i) BEAFAMAAFETERE
YA KPR o R AL AR E
ZHMAE - REEREA > K
O W) I % S F AT LA o

(i) AREEEWT (FE) ARL
A o~ Wl () AR AR R
Powerful Agents Limiteds] 37 f
> BB ELE L ES A
AT 2 T B LS AL T ARSR
& o



(b)  Key management compensation

Salaries and other short-term employee benefits
W 4 D At e 390 R 5 4 R
Pension costs — mandatory provident fund

A P G AR — i ) A A

There were no year-end balance arising from rental
expense payables from related parties for the year
end 2005 and 2004.

The Directors regard On Top Industrial Limited, a company
incorporated in the British Virgin Islands, as being the

ultimate holding company.

The accounts were approved by the board of directors on
19th April 2006.

(b) EEATHA B M

2005 2004
ZEFLE ZEFNE
23,781 31,151

108 108

23,889 31,259

R EFFLAER ZEFFNER - i H B
N B oF R 4 T AR 2 AR AR o

AR B A T O R R 2 A W] —
On Top Industrial Limited % It # ¥ Bt A & -

EHEFOR _FEANENAHLHRBER
H o



