NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

1. GENERAL

The Company is an exempted company incorporated in Bermuda
with limited liability. 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 of the annual report.

The Company is an investment holding company and it also
provides corporate management services. Its subsidiaries are
principally engaged in the design and marketing of telephone and

related products.

The financial statements are presented in Hong Kong dollars, which

is the same as the functional currency of the Company.

2. APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS

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
HKEFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants that are effective for accounting periods beginning on
or after 1 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 has 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 results for the current

and/or prior accounting years are presented.
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NOTES TO THE FINANCIAL STATEMENTS

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Financial Instruments

In the current year, the Group has applied HKAS 32 “Financial
Instruments: Disclosure and Presentation” and “HKAS 39 Financial
Instruments: Recognition and Measurement”. HKAS 32 requires
retrospective application. HKAS 39, which is effective for annual
periods beginning on or after 1 January 2005, generally does not
permit the recognition, derecognition or measurement of financial
assets and liabilities on a retrospective basis. The application of
HKAS 32 has had no material impact on how financial instruments
of the Group are presented for current and prior accounting
periods. The principal effects resulting from the implementation of
HKAS 39 are summarised below:

Classification and measurement of financial assets and financial
liabilities
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.

Financial assets and financial liabilities other than debr and equity

securities

From 1 January 2005 onwards, the Group has classified and
measured its financial assets and financial liabilities other than debt
and equity securities in accordance with the requirements of HKAS
39. As mentioned above, financial assets under HKAS 39 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 liabilities are generally
classified as “financial liabilities at fair value through profit or loss”
or “other financial liabilities”. Financial liabilities at fair value
through profit or loss are measured at fair value, with changes in fair
value being recognised in profit or loss directly. Other financial
liabilities are carried at amortised cost using the effective interest

method after initial recognition.

SRR M

For the year ended 31 December 2005
MEZEEHFESZH =1 —HIEFE

TR v B i e B ()

MR
RAEEE > A G B R i ot i
IS 3258 [ TR - 5k & 2
KA s g wh e QS 3098 [ T H
TR Mt o i g wl Y BISE 328%
ATLEWER - R - FEHE—
A—HEUEz grt LR &
W wHHE A B 3098 — A AL EF LG
WA M AR R IBOIH e R BT e
BE KRR o WA FHE R
38R E A & EH OB 1wt
A g TR 2 2407 00
B o AT B SIS 39
ez ERRBHAMT

EHEEREHAML AR E

A% 48 B 2 A vl T o U 5 30
AN G & A SR P Y
AT R A Rt R 303 2 A
] 208 JBE P AR S

15 % K A it 77 LU SH 2 2 il B R
B RA 1

HoETHGE—H—HE  A%£H
O AR A s & T I 56 3095 2 Ml
WA R B AE R AN 2 S G
EREREES B GE - wn Lk
SCPrHR > AR A W & 5 A 3998
ZEMEES R AT EF ARG
ZEMERE] [t E 2 G
EHRNEEY 03 1€ ¢ I AESE ¥
MBZE&MERE]| - 2MAE K
By TR ATFEFART 2 &8 A E)
o [ A 4R B f&] o AT ERA
Ry &MAEEATHERE
1M 2 P {8 58 B ) B 3 0 i 45 K R
o HoAh 4 R B AR BR O E R R %
T T R ke A 0 4 B AR B i

—EEHEFH

A



NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

2. APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Derecognition

HKAS 39 provides more rigorous criteria for the derecognition of
financial assets than the criteria applied in previous periods. Under
HKAS 39, a financial asset is derecognised, when and only when,
either the contractual rights to the assets 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 to transfers of financial assets from 1 January
2005 onwards. As a result, the Group’s bills receivables discounted
with full recourse which were derecognised prior to 1 January 2005
have not been restated. As at 31 December 2005, the Group’s bills
receivables discounted with full recourse have not been
derecognised. Instead, the related borrowings of HK$87,492,000
have been recognised on the balance sheet date. The relevant finance
costs incurred in order to obtain such borrowings are included in
the profit or loss. This change in accounting policy has had no

material effect on the results for the current year.
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NOTES TO THE FINANCIAL STATEMENTS

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Share-based Payments
In the current year, the Group has applied HKFRS 2 “Share-based

Payment” which requires an expense to be recognised where the
Group buys goods or obtains services in exchange for shares or
rights over shares (“equity-settled transactions”), or in exchange for
other assets equivalent in value to a given number of shares or rights
over shares (“cash-settled transactions”). The principal impact of
HKEFRS 2 on the Group is in relation to the expensing of the fair
value of share options granted to directors and employees 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 applied HKFRS 2 to share
options granted on or after 1 January 2005. In relation to share
options granted before 1 January 2005, the Group chooses not to
apply HKFRS 2 with respect to share options granted on or before 7
November 2002 and vested before 1 January 2005. However, the
Group is still required to apply HKERS 2 retrospectively to share
options that were granted after 7 November 2002 and had not yet
vested on 1 January 2005. Comparative figures have been restated

(see note 3 for the financial impact).
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
HEZELEHFET A= —HIEFE

3. SUMMARY OF THE EFFECTS OF THE CHANGES 3. FRtBRER 2 HEMRE

IN ACCOUNTING POLICIES
The effects of the changes in the accounting policies described bt o R A AR AR
above on the results for the current and prior years are as follows: EEZEBINT
2005 2004
HK$°000 HK$°000
T#7T T#TT
Recognition of share-based R LA M3 1y FE B
payments as administrative expenses AT B 1,125 493
The cumulative effects of the application of the new HKFRSs on 31 PRAH A W BB O BRI 2 F
December 2004 and 1 January 2005 are summarised below: WE+—A=+—H R _FFHHF
—H—HZZFBEWT
Asat Asat Asat
31 December 2004 31 December 2004 1 January 2005
(originally stated) (restated) (restated)
“FENE ek REZZFNE
FZAZ+—H Adjustment T=A=+—H Adjustment il
(FIEEF) % (E5) ik (E7)
HK$000 HK$000 HK$000 HK$000 HK$°000
TFi# Ti#T Ti#x Ti#T T#x

Balance sheet items ~ && AfE&AH

Impact of HKAS 39 s et A
R R

Bills receivables WA 4 TR R

discounted with 2 WSS 8

full recourse — — — 135,412 135,412
Advances drawn on ~ H X MH 2T

bills receivables BRI

discounted with Bl 1%

full recourse 2 — — — (135,412) (135,412)

Impact of HKFRS 2 7 o 5 5 e
RURLHE

Share capital Ak (32,490) — (32,490) — (32,490)
Share option reserve I B HE it = (493) (493) — (493)
Other reserves FAb ikt (150,720) 493 (150,227) — (150,227)
Minority interests > BB 4 — (281) (281) — (281)
Total equity B (183,210) (281) (183,491) — (183,491)
Minority interests > BB 4 (281) 281 — — —

52
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NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF THE EFFECTS OF THE CHANGES
IN ACCOUNTING POLICIES (continued)

The Group has not early applied the following new standards and
interpretations that have been issued but are not yet effective. The
directors of the Company have commenced considering the
potential impact of these new standards, amendments and
interpretations. Except for HKAS 39 and HKFRS 4 (Amendments)
on financial guarantee contracts (which requires financial
guarantees to be initially measured at fair value), which may have
potential impact to the financial statements, the directors anticipate
that the adoption of these new standards, amendments and
interpretations should not result in any significant changes in the
future as to how the results and financial position are prepared and
presented. The Group is still not in a position to reasonably estimate
the impact that may arise from HKAS 39 and HKFRS 4
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(Amendments).

HKAS 1 Capital disclosures’
(Amendment)
HKAS 19 Actuarial gains and losses, group plans
(Amendment) and disclosures’
HKAS 21 Net investment in a foreign operation®
(Amendment)
HKAS 39 Cash flow hedge accounting of forecast
(Amendment) intragroup transactions”
HKAS 39 The fair value option
(Amendment)

HKAS 39 & HKERS 4

Financial guarantee contracts?

(Amendments)
HKEFRS 6 Exploration for and evaluation of mineral
resources’
HKFRS 7 Financial instruments: Disclosures'
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

3. SUMMARY OF THE EFFECTS OF THE CHANGES
IN ACCOUNTING POLICIES (continued)

HK(IFRIC) - INT 4

Determining whether an arrangement

contains a lease?

HK(IFRIC) - INT 5 Rights to interests arising from
decommissioning, restoration and
environmental rehabilitation funds?

HK(IFRIC) - INT 6 Liabilities arising from participating in a
specific market - waste electrical and
electronic equipment’

HK(IFRIC) - INT 7 Applying the restatement approach under
HKAS 29 Financial Reporting in

Hyperinflationary Economies*

1 Effective for annual periods beginning on or after 1 January 2007.
2 Effective for annual periods beginning on or after 1 January 2006.
? Effective for annual periods beginning on or after 1 December 2005.

4 Effective for annual periods beginning on or after 1 March 2006.
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NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on the
historical cost basis except for certain financial instruments which
are measured at fair values at initial recognition, 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 include 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.

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies in line with those

used by other members of the Group.

All intra-group transactions, balances, income and expenses are

eliminated on consolidation.
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NOTES TO THE FINANCIAL STATEMENTS

BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

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.

Jointly controlled entities

Joint venture arrangements that involve the establishment of a
separate entity in which venturers have joint control over the
economic activity of the entity are referred to as jointly controlled

entities.

The results and assets and liabilities of jointly controlled entities are
incorporated in the consolidated financial statements using the
equity method of accounting. Under the equity method,
investments in jointly controlled entities 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 jointly controlled entities, less any identified
impairment loss. When the Group’s share of losses of a jointly
controlled entity equals or exceeds its interest in that jointly
controlled entity, 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

jointly controlled entity.

When a group entity transacts with a jointly controlled entity of the
Group, unrealised profits or losses are eliminated to the extent of
the Group’s interest in the jointly controlled entity, except to the
extent that unrealised losses provide evidence of an impairment of
the asset transferred, in which case, the full amount of losses is

recognised.
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NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)
Property, plant and equipment

Property, plant and equipment are stated at cost less subsequent

accumulated depreciation and accumulated impairment losses.

Depreciation is provided to write off the cost of items of property,
plant and equipment over their estimated useful lives and after
taking into account of their estimated residual value, using the

straight-line method.

Assets held under finance leases are depreciated over their expected
useful lives on the same basis as owned assets or, where shorter, the

term of the relevant lease.

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.

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 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 term 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

term on a straight-line basis.
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NOTES TO THE FINANCIAL STATEMENTS

BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Research and development expenditure

Expenditure on research activities is recognised as an expense in the

period 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 any

accumulated impairment losses.

Where no internally-generated intangible asset can be recognised,
development expenditure is charged to profit or loss in the period in

which it is incurred.

Impairment of intangible assets

Intangible assets not yet available for use are tested for impairment
annually by comparing their carrying amounts with their
recoverable amounts, irrespective of whether there is any indication
that they may be impaired. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount. An impairment

loss is recognised as an expense immediately.

When an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so 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.

Intangible assets with finite useful lives are tested for impairment
when there is an indication that an asset may be impaired (see the
accounting policies in respect of impairment losses for tangible and

intangible assets below).
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NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

Sales-of-goods are measured at the fair value of the consideration
received or receivable for goods and services provided in the normal

course of business, net of discounts and sales related taxes.

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

been passed.

Interest income from a financial asset is accrued on a time basis, by
reference to the principal outstanding and at the effective 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.

Impairment

At each balance sheet date, the Group reviews the carrying amounts
of its assets to determine whether there is any indication that those
assets have suffered an impairment loss. If the recoverable amount
of an asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable amount.

An impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset in prior years.
A reversal of an impairment loss is recognised as income

immediately.

Inventories

Inventories, which represent goods held for sale, are stated at the
lower of cost and net realisable value. Cost is calculated using the

weighted average method.

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme are charged as
an expense as they fall due. The amount of contributions payable to
pension schemes in jurisdictions other than Hong Kong are also

charged to profit or loss as they fall due.
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NOTES TO THE FINANCIAL STATEMENTS

BT M

For the year ended 31 December 2005

#HE

4.

ZEELFET A= HILFEE

SIGNIFICANT ACCOUNTING POLICIES (continued)

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 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 items
that are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been enacted or

substantively enacted by the balance sheet date.

Deferred tax is recognised on differences between the carrying
amount of assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of taxable profit,
and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all taxable
temporary differences, and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available against
which deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference arises
from goodwill or 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 interests in
joint ventures, except where the Group is able to control the reversal
of the temporary difference and it is probable that the temporary

difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or

part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply
in the period when the liability is settled or the asset is realised.
Deferred tax is charged or credited to profit or loss, except when it
relates to items charged or credited directly to equity, in which case

the deferred tax is also dealt with in equity.
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NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (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 period in which they arise. Exchange differences arising
on the retranslation of non-monetary items carried at fair value are
included in profit or loss for the period 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 period in

which the foreign operation is disposed of.

SRR M

For the year ended 31 December 2005
MEZEEHFESZH =1 —HIEFE

4. FEEFFBOR @)

i

JA B 5 45 5 VL M1 2 S R
fif 52 5y 2 B M (Sh) B A 2 D)
RERWAE > RIDUEIhRE & W G2
REEmREEAFRERAZE
W) %525 A R AN o i
KEEE - LIAMNE L B 2 B W MEIH
& HERTR - DAFEA
%EU%W% iz 2 IF B AR IR

NP EEEE H 2R
% u%%ﬁimﬁﬁazﬁh
PEEB AT E -

K R AT R R IR E B E A 2 TR
S 25 R A B 9 ] e 1 15 R A
o UAFEARZ FEHEEIER
ER TR T3 N
WG EHFTE 2 HEEER K
A N HERS < FE B PETE A R4

T 5t 28 I AR A POA R -

MEREIEGG MBRE > AEE
WANER < BE R AR
WA 4 B AR R 2 2 B (i
W) > LA B R AR T3
RYTE > e ] B 3 K0 95 3 B
oy BRERYTE o B4 2 AL HE 5
2 B HE D I AR 2 AR (R
i) o SR MY A A B S 3
B2 W R 45 AR A RR o

HRMEARAT

—EEHEFH



62

NOTES TO THE FINANCIAL STATEMENTS

BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)

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.

Financial assets

The Group’s financial assets consist of loans and receivables. 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.

Loans and receivables

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 bills
receivables) are carried at amortised cost using the effective interest
method, less any identified impairment losses. An 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.
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NOTES TO THE FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial liabilities and equity instruments

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.

Other financial liabilities

Other financial liabilities including trade payables, advances drawn
on trade receivables with insurance coverage and advances drawn on
bills receivables discounted with full recourse are subsequently

measured at amortised cost, using the effective interest rate 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
contracts) to hedge its exposure against currency risks. Such
derivatives are measured at fair value regardless of whether they are
designated as effective hedging instruments. Derivatives that do not
qualify for hedge accounting are deemed as financial assets held for
trading or financial liabilities held for trading. Changes in fair

values of such derivatives are recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS

BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES (continued)

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 balance
sheet (i.e. when the obligation specified in the relevant contract is
discharged, cancelled or expires). The difference between the
carrying amount of the financial liability derecognised and the

consideration paid is recognised in profit or loss.

Equity-settled Share-based payment transactions

The fair value of services received determined by reference to the
fair value of share options granted at the grant date is expensed on a
straight-line basis over the vesting period, with a corresponding

increase in equity (share option reserve).

At the time when the share options are exercised, the amount
previously recognised in share option reserve will be transferred to
retained earnings. When the share options are forfeited or are still
not exercised at the expiry date, the amount previously recognised

in share option reserve will be transferred to accumulated profits.
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NOTES TO THE FINANCIAL STATEMENTS
SRR M

For the year ended 31 December 2005
MEZEEHFESZH =1 —HIEFE

5. B e ah A By K AN B AT E
W&z FERHE
(a) T ASE B Y sk a2 &

5. CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

(@) In the process of applying the Group’s accounting policies

which are described in note 4, management has made the
following judgment that has a significant effect on the

amounts recognised in the financial statements.

Capitalisation of employee benefits expenses

It is the Group’s policy to capitalise employee benefits
expenses directly attributable to the product development of a
clearly-defined project. The employee benefits expenses are
capitalised as management considers the costs are incurred
directly for the product development and it can be measured
reliably. Moreover, management has implemented a proper
system to capture the costs of the engineers for each project

undertaken during the year.

Useful lives of intangible assets

Intangible assets are stated at cost less accumulated
amortization and any accumulated impairment losses. The
estimation of useful lives impacts the level of annual
amortisation recorded. Intangible assets are evaluated for
possible impairment on a specific asset basis or in groups of
similar assets, as applicable. This process requires
management’s estimate of future cash flows generated by each
asset or group of assets. For any instance where this evaluation
process indicates impairment, the relevant asset’s carrying
amount is written down to the recoverable amount and the
amount of the write-down is charged against the results of

operations.
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
HEZELEHFET A= —HIEFE

5. CRITICAL ACCOUNTING JUDGMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

(continued)

(b) 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 discussed below.

Impairment loss on intangible assets

During the year, management reassessed the carrying amount
of its intangible assets. The relevant projects continues to
progress in a satisfactory manner, and customer reaction has
reconfirmed management’s previous estimates of anticipated
revenues from the projects. Detailed sensitivity analysis has
been carried out and management is confident that the
carrying amount of the asset will be recovered in full. This
situation will be closely monitored, and adjustments will be
made in future periods, if future market activity indicates that

such adjustments are appropriate.

Impairment loss on trade and bills receivables

The provision policy for bad and doubtful debts of the Group
is based on the evaluation of recoverability and aging analysis
of accounts and on management’s judgment. A considerable
amount of judgment is required in assessing the eventual
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 a deterioration of their
abilities to make payments, additional allowances may be
required. As at 31 December 2005, the carrying amounts of
trade and bills receivables (net of impairment loss) is

approximately HK$355,875,000.
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NOTES TO THE FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s major financial instruments include trade receivables,
bills receivables, trade and other payables, bank and cash balances,
bank borrowings, advances drawn on trade receivables with
insurance coverage and bills discounted with full recourse and
obligations under finance leases. Details of these financial
instruments are disclosed in respective notes. The risks associated
with certain of these financial instruments and the policies on how
to mitigate these risks are set out below. Management manages and
monitors the Group’s exposures to ensure appropriate measures are

implemented on a timely and effective manner.

Currency risk

The Group mainly operates in Hong Kong and traded with overseas
suppliers and customers, giving rise to significant exposure to
market risk from changes in foreign exchange rates. The Group’s
foreign exchange exposures arise mainly from the exchange rate

movements of Sterling pounds, Euro and United States dollars.

The Group currently does not have a specific foreign currency
hedging policy. However, management monitors foreign exchange
exposure and will consider hedging significant foreign currency

exposure should the need arises.

Interest rate risk

Interest rate risk arises from the potential changes in interest rates
that may have adverse effects on the Group’s result for the current

reporting period and in future years.

The interest rate exposure for the Group is restricted to the
financing cost for banking facilities, bank loans, obligations under
finance lease, and interest bearing cash deposits. The Group’s
interest rate risks relates to variable and fixed-rate borrowings. The
Group currently does not have any specific interest rate hedging
policy. The directors monitor the Group’s exposure on going basis

and will consider hedging interest rate risk should the need arises.
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NOTES TO THE FINANCIAL STATEMENTS

BT M

For the year ended 31 December 2005
HEZELEHFET A= —HIEFE

6.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

Credit risk

The credit risk on liquid funds is limited because the counterparties
are banks with high credit ratings assigned by international credit-

rating agencies.

The Group’s maximum exposure to credit risk in the event of the
counterparties failure to perform their obligations as at 31
December 2005 is the carrying amount of trade and bills
receivables, as stated in the balance sheet. There is concentration of
trade and other receivables. In order to minimise the credit risk,
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 debt at each balance
sheet date to ensure that adequate impairment losses are recognised
for irrecoverable amounts. In this regard, the directors of the Group

consider that the Group’s credit risk is significantly reduced.
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NOTES TO THE FINANCIAL STATEMENTS

SEGMENT INFORMATION

Turnover represents the gross amounts received and receivable for

goods sold by the Group to outside customers, less returns and

allowances, during the year.

Geographical segments by location of customers with reference to

the location of final users of the telephone and related equipment

for the year ended 31 December 2005 are set out below:

REVENUE

RESULTS

Segment results

Unallocated corporate revenue
Unallocated corporate expenses

Finance costs

Profit before taxation

Income tax expenses

Profit for the year

OTHER INFORMATION
Capital additions
Depreciation and amortisation
of property, plant
and equipment
Amortisation of product
development expenditure
Share-based payments

CONSOLIDATED
BALANCE SHEET

ASSETS
Segment assets
Unallocated corporate assets

LIABILITIES
Unallocated corporate liabilities
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NEEE 99,634 3,714 6,141 2,197 111,686
WA B2 A FICA 10,478
A AL 2 A A B L (91,183)
A A (18,575)
B L i s A 12,406
Fir 15 0 B (4,869)
ARAE s A 7,537
K
N E A 153,024
ERN GYET |
ZHTE R
15,646
b i S
22,700
DU By BB 2 3k 1,125
BRBREAME
i
NEEE 295,326 — 58,688 510 354,524
AR AFERE 505,605
860,129
AR
AR AT AR 691,013
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A



NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
HEZELEHFET A= —HIEFE

7. SEGMENT INFORMATION (continued) 7. S REFR )
Geographical segments by location of customers with reference to BE_FENEF+_A=Z+—HIt
the location of final users of the telephone and related equipment 2 R B (% P T TE
for the year ended 31 December 2004 are set out below: Ei# 0y o M K8 S B E SO B R
BT F Z PrE ) 80 mr
Western ~ Central and Asia
Europe  Eastern Europe Pacific Others Total
il G G EARE St At

HKS$'000 HKS$'000 HKS$'000 HKS$'000 HK$'000
Tt T T T T

(restated)
(E%1)
REVENUE & 2,073,775 65,324 170,526 28,904 2,338,529
RESULTS *E
Segment results E-ES 194,601 6,406 11,921 2,849 215,777
Unallocated corporate revenue 73 it 2 /4 At A 360
Unallocated corporate expenses B2 AR B S (90,873)
Finance costs A A (8,730)
Profit before taxation B B 3 116,534
Income tax expenses Fir 45 B B 5 (20,728)
Profit for the year ARAE JE i A 95,806
OTHER INFORMATION ~ H A&k
Capital additions NERA 71,658
Depreciation and amortisation VERN GYET |
of property, plant AT R o
and equipment 6,284
Amortisation of product 9 7 B S
development expenditure 18,600
Share-based payments DA B 2B 2 3K 493
CONSOLIDATED GEBEARE
BALANCE SHEET
ASSETS B
Segment assets HEERE 205,108 = 4,531 452 210,091
Unallocated corporate assets WA A FIERE 455,445
665,536
LIABILITIES fifE
Unallocated corporate liabilities N WWA/NCIR=L - 482,045
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NOTES TO THE FINANCIAL STATEMENTS

SEGMENT INFORMATION (continued)

As all of the Group’s revenue and contribution to results were
derived from the design and sale of telephones and related
equipment. Accordingly, no separate business segment analysis is

presented for the Group.

As at 31 December 2005 and 2004, more than 90% of the
identifiable assets and liabilities of the Group are located in Hong
Kong. Accordingly, an analysis of the carrying amount of segment
assets and capital expenditure, analysed by the geographical area in

which the assets and liabilities are located are not presented.

OTHER INCOME

Gain arising from forward = WM S 4
exchange contract A 2 iR

Long outstanding trade i JERER: P ¢
payable written back JE A B2 5 R K

Exchange gain BEE 5 0 it

Interest income FLE A

Sundry income METE A

SRR M

For the year ended 31 December 2005
MEZEEHFESZH =1 —HIEFE

ARG R (4
RN -2 VES §-Y
B [ A R R KM B

> DA 4 B Sl e 22 O 7 36
TR

ATERBRRER EENFET A
=t+—H  AEEBIRIO%Z OB
BEKABYMREFE - Fik > I
4 7 BB T AE I R 81 4 B8
B K EAR B S IR E AT o

At e A

2005 2004
HK$°000 HK$000
T#70 Tt o0
2,925 —
3,055 —
2,822 —
1,316 360
360 —
10,478 360

FEMRERLH

—EEHEFH

m Y



NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
HEZELEHFET A= —HIEFE

9. OTHER EXPENSE 9. JCAth A%
The amount represented the amortisation of intangible assets for the year. W BRI A 2 WY G -

10. FINANCE COSTS 10. 14 % B A
2005 2004
HK$’000 HK$°000
Fioc Fit T
Interest on: IFHIEZAL

- bank borrowings wholly — AR AN REEER
repayable within five years 2RI A 16,881 8,049
- finance leases —BEME 1,694 681
18,575 8,730
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11. PROFIT BEFORE TAXATION

Profit before taxation has been

arrived at after charging (crediting):

Product development expenditure,
including staff costs capitalised
referred to below

Less: Amount capitalised

Directors’ emoluments (note 12)
Other staff costs

Share-based payments

Total employee benefits expense

Less: Amount capitalised in

product development expenditure

Total employee benefits expense

charged to income statement

Amortisation of intangible assets

included in other expense
Auditors’ remuneration:

- current year

- underprovision in prior years
Cost of inventories recognised

as an expense

Depreciation
and after crediting:

Exchange gain
Gain on disposal of property,

plant and equipment

NOTES TO THE FINANCIAL STATEMENTS
SRR M

For the year ended 31 December 2005
MEZEEHFESZH =1 —HIEFE

11, BB Tl faz Al

2005 2004
HK$°000 HKS$°000
Fi#oc Fitkoc
(restated)
(FE %)
W B i 3 ) A1 BR
(FFA) o4 IE -
B S
B 3Ot
BRI B T A 95,166 50,372
W BALEH (86,250) (43,713)
8,916 6,659
R4S EE12) 12,913 16,413
HAth B TR A 64,211 41,630
DL 0y B e 2 A5 3K 1,125 493
1E B 4% F| B S 48 %8 78,249 58,536
WS BREE
ZEAR S (27,553) (10,023)
s RANBR 2 B B
1 1| B <7 48 %H 50,696 48,513
FIAHALB 2
TV G B 22,700 18,600
Rl 4
— R 1,173 850
—EFEBELNL 24 179
1 8 A TR 2y S
1,819,454 2,064,304
e 15,646 6,284
WEFA :
B 5a i 4 5,747 -
HEYE - KE
Y& PR 123 23
73
FRAEERAR ===
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
HEZELEHFET A= —HIEFE

12. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS

12 #HLIEEME

Particulars of the emoluments of the directors and five highest paid HEEERAREFTANLRAEEZ
individuals for the year were as follows: M EFEEIT
(a) Directors remuneration (a) #=FHMWE
Year ended 31 December 2005 BREFZNETAZT—HIEEE
Malcolm Edward
Deter  Stephen Leung Mak Hungerford Sir
Francis ~ Jacobs- Shek Chee  Thomas Milward-  Stanley Keith
Amour Paton Kong Bun Chia Oliver Chan Bright Total
Malcolm Edward
Stephen Hungerford Keith
Jacobs- Milward- Bright
il Paon  REX  FHE  HILT  Oliver WAM Bt mH
HK$'000 HK$000 HK$'000 HKS$000 HK$000 HK$000 HKS$000 HK$000 HKS000
F#r  T#rx  TEx  TEx  FEc FEc FEc TEr T#Ex
Fees: g
Executive directors WiEE — — — — — — — — —
Independent B kanES
non-executive directors — — — — 75 75 75 - 225
— — — — 75 75 75 — 225
Other emoluments: HAbm 2 -
Executive directors WESE
- salaries and other -H2k
benefits Hefb ARl 2540 4110 2850 3,090 = = = 50 12,640
- retirement benefit scheme —BIRFEA
contribution Gl L 12 12 12 12 - - - - 48
2,552 4,122 2,862 3,102 — — — 50 12,688
2,552 4,122 2,862 3,102 75 75 75 50 12,913
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NOTES TO THE FINANCIAL STATEMENTS
SRR M

For the year ended 31 December 2005
HEZELHFESZH = —HIEFE

12. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 12. EF RIEBME @)

(continued)
(a) Directors’ remuneration (continued) (a) EHEWE 4)
Year ended 31 December 2004 BHE _FENFE+T _H=1T—HILFE
Malcolm Edward
Peter  Stephen Leung Mak Hungerford Sir
Francis ~ Jacobs- Shek Chee  Thomas Milward-  Stanley Keith
Amour Paton Kong Bun Chia ~ Oliver Chan  Bright Total
Malcolm Edward
Stephen Hungerford Keith
Jacobs- Milward- Bright
Eif#E  Paon Rt AHE  ExT  Oliver KA Bt B
HKS$000  HK$000 HK$000 HK$000 HK$000 HKS$000 HKS$000 HK$000 HKS$000
FEr  T#T  T#x  TET FEr TET FEr TEr FEx
Fees: i
Executive directors BiES — — — — — — — — —
Independent Bk BTES
non-executive directors — — — — 60 60 15 — 135
— — — — 60 60 15 — 135
Other emoluments: Him e
Executive directors HiES
- salaries and -Hak
other benefits Htt Al 3670 4860 3730 3850 = = = 120 16,230
- retirement benefit —RRAEA
scheme contribution At B sk 12 12 12 12 — — — — 48
3,682 4,872 3,742 3,862 — — — 120 16,278
3,682 4,872 3,742 3,862 60 60 15 120 16,413

—EEHEFH

A



NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

12. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS  12. # % KB B & (&)
(continued)
(b) Employees’ remuneration (b) 1EH M &

TEAEBLA REME 2 N+
B W& (ZFEFMNE - 0

Of the five individuals with the highest emoluments in the
Group, four (2004: four) are directors of the Company whose

7

B

emoluments are included in the disclosure in the paragraph

above. The emoluments of the remaining individual was as

Z) RART 2 #ER . LR
W E—BRr s EE T - KA

follows: 2w
2005 2004
HK$°000 HK$°000
F# Fib e
Salaries and other benefits W o H A AE 2,106 2,256

Retirement benefit A8 PR AR A T 42 3K

scheme contribution 12 12
2,118 2,268

The emoluments of these five individuals are within the

WHAZREMEZ NLD AT

following bands: B4
2005 2004
No. of No. of
employees employees
& B % H & 8% H
HK$2,000,001 to HK$2,500,000 2,000,001 7T % 2,500,000 7C 1 1
HK$2,500,001 to HK$3,000,000 2,500,001 7T %2 3,000,000 70 2 —
HK$3,000,001 to HK$3,500,000 3,000,001 7T 43,500,000 7T 1 —
HK$3,500,001 to HK$4,000,000 3,500,001 7T % 4,000,000 TG — 3
HK$4,000,001 to HK$4,500,000 4,000,001 7G £ 4,500,000 76 1 —
HK$4,500,001 to HK$5,000,000 4,500,001%5 7T % 5,000,000 7T — 1

During the year ended 31 December 2005 and 2004, no
emoluments were paid by the Group to the five highest paid
individuals, including directors, as an inducement to join or
upon joining the Group or as compensation for loss of office.
In addition, no directors waived any emoluments during the

year.
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13. INCOME TAX EXPENSES

The charge comprises:

Hong Kong Profits Tax
- Current year

- Overprovision in prior years

Overseas taxation
- Current year

- Overprovision in prior years

Deferred taxation (note 33)

NOTES TO THE FINANCIAL STATEMENTS

B IH S R

7 it A3 Bt
—AREE
— PR AR AR A

5Bl IH
—AREE
— PR AR R A

S B HL (I 5E33)

The charge for the year represents the provision for Hong Kong
Profits Tax calculated at 17.5% (2004: 17.5%) of the estimated

assessable profit of certain subsidiaries for the year.

For the year ended 31 December 2004, the charge for the year to

Hong Kong Profits Tax had been offset by approximately
HK$553,000 (2005: Nil) as a result of tax losses brought forward

from previous years.

Overseas taxation is calculated at the rates prevailing in the

respective jurisdictions.

SRR M

For the year ended 31 December 2005
HEZELHFESZH = —HIEFE

13. i {5 B B %
2005 2004
HK$’000 HK$°000
F#T F it T
492 19,231
(100) (460)
392 18,771
713 —
(21) (91)
692 (91)
3,785 2,048
4,869 20,728

AR Z BUE SO TR T B
N F 2 A ERERBL I AL B % 17.5%
(CFFWAE : 17.5%) 5158 2 &
SR

REE_ZZNFEF_H=+—H
A 5 pl A AR A i DL AR 2
BB EE  AEEEEAEB
DRI k41K 8 4 553,000 00 (- EE T
M) o

W SV BLIE T B 45 7o O 2 B4 B
it -

FEMRERLH
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

13. INCOME TAX EXPENSES (continued) 13. i 4 BE B 3¢ ()
The charge for the year can be reconciled to the profit before A A B B T S i Bk 4 3R BR B 36
taxation per the income statement as follows: IR T

2005 2004

HK$°000 HK$°000

T#7T T# T

(restated)

(% 51)

Profit before taxation IR B il i ) 12,406 116,534

Tax at the domestic

income tax rate of 17.5%

Fie A b iy 158 R 17.5%
(ZFEFNAE : 17.5%)

(2004: 17.5%) Al A 2 BLIA 2,171 20,393
Tax effect of expenses TEBUE b A RE 06

not deductible for tax purpose XM 2 B 4,480 621
Tax effect of income not R YN

taxable for tax purpose e A 2 B 2 (2,061) (3)
Utilisation of tax losses R A R R

previously not recognised Z BB e 1R — (553)
Tax effect of tax losses KRR 2 B

not recognised IR 477 —
Opverprovision in respect TE4F AR A

of prior years (121) (551)
Effect of different tax rates 18 A1 Bi B 2

of overseas subsidiaries NG E a2 2 821
Others HAth (79) —
Tax expenses for the year AR BB T S M 4,869 20,728

Details of deferred taxation are set out in note 33.
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NOTES TO THE FINANCIAL STATEMENTS
SRR M

For the year ended 31 December 2005
MEZEEHFESZH =1 —HIEFE

14. DIVIDENDS 14. i}t 5
2005 2004
HK$°000 HK$°000
F#b Tt o
2005 interim dividend of EN =R RIS
HK3.0 cents per share B 1B 3,00 A1l
paid (2004: HK3.0 cents) (ZFFM A - 3.0MAl) 9,808 9,615
2004 final dividend BT R FAE KR
of HK4.5 cents per share paid 4. 5l
(2003: HK2.0 cents) (ZFF=AF 0 2.0W) 14,713 6,367
24,521 15,982
No final dividend for the year ended 31 December 2005 has been BRIV RERRNTEE _ZFN

proposed by the Board.

F+A=+—HILFEEZRBK
)%\ °

FEMRERLH
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

15. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share
attributable to the ordinary equity holders of the Company is based

on the following data:

Earnings for the purposes of A LASHE B %
basic and diluted E Y&
earnings per share B 2 B A

Weighted average number of A LASHE B %
ordinary shares for the EARRBHZ
purposes of basic - 488 i i i
earnings per share T

Effect of dilutive potential BB e &
ordinary shares: 2

Share options i g
Warrants R S R

Weighted average number of il aY
ordinary shares for the purposes B B 2 B E ik
of diluted earnings per share JNHET- 2 8

The following table summarises the impact on both basic and

diluted earnings per share as a result of:

15. B & F)

ARy A AR A AL 2 R
FEA R v B R T AR R DAR g

(=1

2005 2004
HKS$°000 HK$°000
¥ T
(restated)

(1))

7,608 95,726
326,382,092 316,374,490
13,650,663 10,642,620
— 410,866
340,032,755 327,427,976

F%Mﬁtﬂ?l%%ﬁﬁﬁi%ﬂiﬁﬁﬁ
¥R Pa 2

Impact on basic

earnings per share

Impact on diluted

earnings per share

B RAEARB R 2 % HEREHERNZEH
2005 2004 2005 2004
HK$ HKS$ HK$ HK$
T#T T# T T#x T 7T
Reported figures k- SIES
before adjustments ZHF 0.02 0.30 0.02 0.30
Adjustments arising TRt BREE)
from changes in ClEoaiL
accounting policies — — — (0.01)
Restated gl 0.02 0.30 0.02 0.29

(0]

0
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NOTES TO THE FINANCIAL STATEMENTS
SRR M

For the year ended 31 December 2005
HEZELHFESZH = —HIEFE

16. PROPERTY, PLANT AND EQUIPMENT 16. W3 ~ BRE J st
Furniture, Telephone
Plant Leasehold  fixtures and
and  improve- and  computer Motor
machinery ments equipment  systems  vehicles Total
fRAf ~

HE  KER  EHER
Bi hiks mEEE Rifi SKAZ 0 WE O AE
HK$000  HK$'000  HK$'000 HKS000 HK$000  HKS000
T#x T#r T#x T#c T#Er T#x

COST A

At 1 January 2004 HoZENE—~H—H 9,340 219 1,131 2,896 1,862 15448
Currency realignment ik — — (318) 425 76 183
Additions NE 15,377 — 679 676 332 17,064
Acquisition of a subsidiary Uit — il it /& /2 7] — — 2,369 1,639 — 4,008
Disposals & — — (28) (3) (294) (325)
At31 December 2004 ~ MEFFMEFZA=F—H 24717 29 3833 5633 1976 36378
Currency realignment KR — — 760 (104) 77) 579
Additions nE 63,053 50 856 1,743 1,072 66,774
Disposals & — — (59) (26) (230) (315)

FETHEFT-A=+—0 87,770 269 5,390 7,246 2,741 103,416

[l

At 31 December 2005 i

DEPRECIATION AND 47 2 B 8 84

AMORTISATION

At 1 January 2004 HoZENE—~H—H 156 63 913 1,975 990 4,097
Currency realignment =i — — (351) 410 30 89
Provided for the year A 3,376 33 1,813 751 311 6,284
Eliminated on disposals i % Iy 4 84 — — (27) 2) (131) (160)
At31 December 2004  RZZZPEFZH=+—H 3,532 96 2,348 3,134 1,200 10,310
Currency realignment BB — — (17) 88 (38) 33
Provided for the year A T Bt 12,336 39 877 1,835 559 15,646
Eliminated on disposals i % I 484 — — (59) (16) (230) (305)
At31 December 2005 ~ RZZFZFHEFZHA=+—H 15868 135 3,149 5,041 1,491 25,684
CARRYING VALUES MR

At 31 December 2005 REFFRETZA=T—H 71,902 134 2,241 2,205 1,250 77,732
At 31 December 2004 RZEENFEF-A=+—H 21,18 123 1,485 2,499 776 26,068

FRAEEGRAT

—EEHEFH



NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
HEZELEHFET A= —HIEFE

16. PROPERTY, PLANT AND EQUIPMENT (continued) 16. Y3 ~ Wi K st (a)

The above items of property, plant and equipment are depreciated LA - R RSB L
on a straight-line basis at the following rates per annum: ERDEHEFTEIE
Plant and machinery 20% i B b i 20%
Leaschold improvements Over the shorter of the term of HEYEEE A 2 W
the lease

Furniture, fixtures and 15% B~ %E 15%

equipment P&
Telephone and computer 30% ET 30%

systems HBIS RS
Motor vehicles 20% - 30% R 20% % 30%
At 31 December 2005, the net book value of the Group’s property, REZFEFREFTA=Z+—H > &K
plant and equipment included an aggregate net book values of EEZW¥E - BB KM 2 R
approximately HK$59,166,000 (2004: HK$11,595,000) in respect HaFEBEHEHET I FEEL
of assets held under finance leases. 48 H T 1 (H 49 59,166,000% 76 (&

FIU4E © 11,595,000% 7T) ©

17. INTEREST IN/TRADE RECEIVABLES FROM A 17. R — B EB AR ZHER

JOINTLY CONTROLLED ENTITY W— &8 A B 5 IR
2005 2004
HK$°000 HK$°000
T# T# T
Cost of unlisted investments bR E 2 A 41,003 41,003
Share of post-acquisition losses 0 Ak i B 4% N 18 (41,003) (41,003)
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NOTES TO THE FINANCIAL STATEMENTS
SRR M

For the year ended 31 December 2005
MEZEEHFESZH =1 —HIEFE

17. INTEREST IN/TRADE RECEIVABLES FROM A 17. R —HEEB AT ZHELR 1

JOINTLY CONTROLLED ENTITY (continued) We— &= A 6 B 5 IR )
Details of the Group’s jointly controlled entity at 31 December REFERF+A=+—H &
2005 are as follows: EEAGEAFAZFERWMT
Proportion of nominal
Form of Place of value of registered
Name of jointly business registration/ capital indirectly
controlled entity structure operation held by the Group  Principal activities
VNN
W% F5 A Z ak M
aEAFAAN EBRMER G RENE RARZEALG LS 3
Shenzhen TOP Guo Wei Incorporated The People’s 46% Manufacture of
Electronics Co., Ltd Al Republic of telephone and
(“Guo Wei”) China related products
TRINFE B o 7 A1 PR (the “PRC”) B R )
([ ) S YN A B E
(T E])
Trade receivables due from the jointly controlled entity mainly arose WG EAFAE SRR TEERAR
from the net result of purchase of finished goods from Guo Wei and I 2, B i R ot S 1R B R T
purchase of raw materials on behalf of Guo Wei. The amount is Bz E8RHE 25 eH A EK
unsecured, non-interest bearing and repayable on demand. The o B BRI - b
above balances are aged within 30 days at the respective balance A ERIA R B Z A A Z RIS 2 =
sheet date. THR -
The fair value of the trade receivables from a jointly controlled MU — A& AR B RH AT
entity approximates its carrying amount. EE AR EAMA -

B HHRAT
—EEEREFH
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

17. INTEREST IN/TRADE RECEIVABLES FROM A 17.

JOINTLY CONTROLLED ENTITY (continued)

The summarised financial information in respect of the Group’s
p p
jointly controlled entity which are accounted for using the equity

method is set out below:

Results E 3

Revenue i g

(Loss) profit for the year (Note) A (18) WA (ff )

Profit for the year A £ 8 JE AL A AR i
attributable to the Group i A

Financial position H 1R L

Non-current assets I E) &

Current assets E) B E

Current liabilities mE AR

Net assets attributable to the Group AL WA E E

Note: The Group has discontinued including its share of results of Guo Wei
once the cumulative share of losses of Guo Wei is equal to the investment
cost in Guo Wei. The Group will not resume including its share of those

profits unless its share of profits equals the share of losses not recognised.

Included in the balance of current liabilities of HK$744,349,000
was an amount of HK$362,000,000 due to the Group brought
forward from previous years up to 4 September 2001, against which
an impairment loss in the same amount had been recognised by the

Group in a previous year.

= SunCorp Technologies Limited
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B—HEEE AR ZHER
W— &8 A E B 5 IR )

AEBUERELSSBEAFARZ
BRI

2005 2004
HK$°000 HK$°000
T# T# T
1,836,086 2,083,047
(9,324) 3,694
178,216 172,572
191,046 157,996
(744,349) (699,960)
(375,087) (369,392)

Bfat o AREEE R RENG 2 RS
BB BE AR RE > 4R EE AT
JEAG B k2 S48 o Bk Ik A 42 I RE A
B b ik ) A S T R T R 2 JE A s
10 o 75 R S R s AN
B -

W B AR & R 744,349,000 T

Ho GREEMAEREREFEEER

FEZERE-FJLUAMH G E

362,000,000 G 4 B > H A AR SR E

B — 8 1 4 B W SR R 4 4B 2

HE18 -



17. INTEREST IN/TRADE RECEIVABLES FROM A
JOINTLY CONTROLLED ENTITY (continued)
The Group has discontinued recognition of its share of losses of

Guo Wei. The amounts of unrecognised share of loss of Guo Wei,

based on its unaudited management accounts, are as follows:

Unrecognised share of
(loss) profit of a jointly
controlled entity

for the year

Accumulated unrecognised
share of losses of a jointly

controlled entity

NOTES TO THE FINANCIAL STATEMENTS

SRR M

For the year ended 31 December 2005
HEEELFES A=+ —HIFFEE

17. R~ A E AT Z M
We— il 7 o ) B R K (D)
A2 B 2 4 1k e R L E AL B 2 s

18 o R B2 R K E R R
H o e A8 M AL B B 2 s 4R e R

N
2005 2004
HKS$°000 HK$°000
T#T T o
A B R e R A
—HaBEAFZ
(k&5 18) Y 1)
(4,289) 1,699
LT A e RR I AG
—HE %/A\ )
Z KR (4,719) (430)
HFRMEERAA

—EEHEFH



NOTES TO THE FINANCIAL STATEMENTS

BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

18. INTANGIBLE ASSETS

COST
At 1 January 2004
Additions

Acquisition of a subsidiary

At 31 December 2004
Additions

At 31 December 2005

AMORTISATION AND IMPAIRMENT
At 1 January 2004
Charge for the year

At 31 December 2004
Charge for the year

At 31 December 2005

CARRYING AMOUNTS
At 31 December 2005

At 31 December 2004

Product development expenditure is amortised over a period of 3

years.

In the opinion of the directors of the Company, the intangible assets
are worth at least their carrying amount. At 31 December 2005,
other than an amount of approximately HK$96 million (2004:
HK$26 million) which was related to products in the stage of

development, the remaining intangible assets had been put into

commercial use.

8
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18. B & &

A
S F WA
RE

i — T 4

R-FFNELZA=+—H
i

ACEREET A= —H
Bt Rk
REBENE—H A

KAE AR

BoEENES A=+ —H
AN A 1Bk

ACEREET A= —H

W
ROFFREF A=t —H

RoEEMEF A=t
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Product development

expenditure

E il B 52
HK$°000
T#0

47,032
43,713
6,873

97,618
86,250

183,868
21,199
18,600

39,799
22,700

62,499

121,369

57,819
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19.

20.

NOTES TO THE FINANCIAL STATEMENTS
SRR M

For the year ended 31 December 2005
MEZEEHFESZH =1 —HIEFE

INVENTORIES 19. 7 &
Inventories, representing finished goods, as at 31 December 2005 W EERAER EENEF T H
and 2004 are carried at cost. =+—H8  HF& (BRAN) T54% R
A B HE o
TRADE, BILLS AND OTHER RECEIVABLES 20. B E 5 Rk - BIRCE B K
2005 2004
HKS$°000 HK$°000
F#b Tt oo
Trade and bills receivables JRE Wi 52 5 B ok e R Wi 22 22,248 101,403
Other receivables H At JRE Wi K R 15,131 11,622
37,379 113,025
The Group allows an average credit period of 30 days to its trade AEBGTRELEF 2 FHER
customers. Details of the aged analysis of trade and bills receivables WMIRA=1TH - AREWE S IER
are as follows: Jo MW L4 2 BRI AT A R
2005 2004
HKS$°000 HK$°000
T T oo
0 - 30 days Zx=1H 18,149 95,228
31 - 60 days =t—2~+H 1,136 3,268
Over 60 days AT HME 2,963 2,907
22,248 101,403
The fair values of the Group’s trade, bills and other receivables at 31 N_EEHEF_H=+—H > &K
December 2005 approximate their carrying amounts. S H R 5 IR R R &
JFC At JRE WA K TR 2 - (i B R T (E
A o

FBAMEERAR ===
eeagEs, o o=



NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005

HEZEELFEF A=A —HILFE

21. TRADE RECEIVABLES WITH INSURANCE
COVERAGE
The Group allows an average credit period of 45 days to its trade

customers with insurance covered. Details of the aged analysis of

trade receivables with insurance coverage are as follows:

0 - 30 days 2 =1H
31 - 60 days =t—2x1+H
Over 60 days ANTHUE

The fair values of the Group’s trade receivables with insurance
coverage at 31 December 2005 approximate their carrying

amounts.

22. BILLS RECEIVABLES DISCOUNTED WITH FULL
RECOURSE
The Group allows an average credit period of 30 days to its trade

customer. Details of the aged analysis of bills receivables discounted

with full recourse are as follows:

0 - 30 days Z&x=1H
31 - 60 days =t—2x1+H
Over 60 days ATHME

The fair values of the Group’s bills receivables discounted with full

recourse at 31 December 2005 approximate their carrying amounts.

8
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22.

B4k PR 2 M Wi BE S Bk K

AEBGTHERRZEATF
FPHEEHPRAN+EE - ARC
BIR 2 MR 5 Bk 2 MR B 0 A A
T

2005 2004
HKS$’000 HKS$'000
T#7C T
117,790 92,351
91,603 37,497
36,742 1,818
246,135 131,666

RoZREFT-HA=+—B A
E@E&%ZEWE%%% AY
(L BRSO 7 4R -

P A7 2 T R 5% R o B B
1R

ARBGTHESEF 2 TR
BIRA =+ H o A B A 2 %

HE 2 JE i B B SR 8 2 BRI 40 AT
T

2005 2004
HKS$°000 HK$°000
T#7C T#

80,901 —
4,595 =
1,996 —

87,492 —

R-FFRFE+F_HA=+—H &
%@Wﬁ TH 4B R e 2 TR WO B 5
B2 N E SR A A
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24.

NOTES TO THE FINANCIAL STATEMENTS

TRADE AND OTHER PAYABLES
Trade payables JE A} & 5 Bk
Accrued charges 5T %

Details of the aged analysis of trade payables are as follows:

0 - 30 days FE=+H
31 - 60 days =t—2At+H
Over 60 days ANTHEE

The fair values of the Group’s trade and other payables at 31

December 2005 approximate their carrying amounts.

BANK BALANCES/ADVANCES DRAWN ON
TRADE RECEIVABLES WITH INSURANCE
COVERAGE AND ON BILLS RECEIVABLES
DISCOUNTED WITH FULL RECOURSE

The fair values of these balances approximate their corresponding

carrying amounts.

Bank balances comprised bank deposits with short maturity at

market interest rates.

The effective interest rates on the Group’s advances drawn on trade
receivable with insurance coverage and bills receivables discounted
with full recourse are 5.5% (2004: 4%).

SRR M

For the year ended 31 December 2005

HEFENFET ZH=F—HILFE

23. MBS 5 50 Bk e L At M ARF 35k

JH

>N

2005 2004
HK$’000 HK$000
T#70 T# T
176,612 246,848
42,793 40,183
219,405 287,031

T

2005 2004
HK$’000 HK$°000
T#70 T# T
122,495 116,571
31,169 99,322
22,948 30,955
176,612 246,848
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S0 451 53 DRk 31 kR
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
HEZELEHFET A= —HIEFE

25. OBLIGATIONS UNDER FINANCE LEASES 25. MM EIH T 2 6%
It is the Group’s policy to lease certain of its fixtures and equipment AL E 2 BUR AR A B A
under finance leases. The average lease term is 4 years (2004: 4 HE T4 8 R o YT AN
years). Interest rates underlying all obligations under finance leases E(CERENE PULE) o fTH#E
are either fixed or variable at respective contract dates ranging from HEHE T HEEZMBAMELRE B
4% to 6% (2004: 6%). These leases have no terms of renewal or Z A 2 [E 2 S F4%%E 6% (—
purchase options and escalation clauses. No arrangements have TERNE 2 6%) ZTFEFR o ZEM
been entered into for contingent rental payments. B 7 A O Ok e M R G Mk
o K24 MR UK AL B 5T S AR A
L o
Minimum Present value of
lease payments minimum lease payments
REA 2 RS 2B
2005 2004 2005 2004
HK$000 HK$°000 HK$’000 HK$°000
T8 T# T T T# T
Amounts payable under MEHEHET
finance leases bl 0Ex
Within one year —fER 20,975 6,571 19,349 6,116
In more than one year T A8 — A H S 1 g 4
but not more than two years 16,998 6,055 15,871 5,885
In more than two years L A E A =5
but not more than three years 9,329 1,667 8,778 1,659
In more than three years 8 = AR R I 4R
but not more than four years 1,383 — 1,361 —
48,685 14,293
Less: future finance charges W RRREE R (3,326) (633)
Present value of lease obligations fl & f& 5 5 (E 45,359 13,660 45,359 13,660
Less: Amounts due for B A W E
settlement within 12 months  fA 2 i) & &
(shown under current NHIR 2 38
liabilities) (19,349) (6,116)
Amounts due for setclemenc i H 1% 5 ]
after 12 months iR 2 R 26,010 7,544
The Group’s obligations under finance leases are secured by the AEBEREHEHET 2B UL
lessor’s charge over the leased assets. AR E EE 2 R R -
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25.

26.

NOTES TO THE FINANCIAL STATEMENTS

OBLIGATIONS UNDER FINANCE LEASES

(continued)

Finance lease obligations that are denominated in currencies other

the functional currencies of the relevant group entities are set out

25.

SRR M

For the year ended 31 December 2005
MEZEEHFESZH =1 —HIEFE

MEMEETZEE @)

DABREMERIEER I ZE
WHH 2 MEH S fEEIIIT

below:
GBP
£000
g
e
As at 31 December 2005 AN REREFTFA=Z+—H 8
As at 31 December 2004 WoEENES - H=+—H 23

The fair values of the Group’s finance lease obligations, determined
based on the present value of the estimated future cash flows
discounted using the prevailing market rate at the balance sheet

date, approximate their carrying amounts.

BANK BORROWINGS

 RE R S > ST
HASRIT &K > A

Trust receipt loans, unsecured

Other bank loans, unsecured

The loans will be repaid within one year of the balance sheet date.
Except for the other bank loans which carry interest at fixed-rate, all
other bank borrowings carrying interest at variable rates. The fair

value of the bank borrowings approximates their carrying amount.

The effective interest rates on the Group’s borrowings are as follows:

Effective interest rates: 1Y ES
Trust receipt loans EEAE =4
Other bank loan Ho A 8R 17 B K

26.

AEEzMERE /B HUSHHA
Z BT AT B2 A4 5 R ACH &
(R 2 O Y SR B TR A
=

AT &

2005 2004
HK$°000 HK$000
T#7 T8 T
95,689 19,239
14,352 —
110,041 19,239

B A5 BB —FE N EE -
Bk LA E P 25t 5 2 oAt 4R 47 B
b B A A SR AT (5 B R DATE B A
B o RATHEZ AT EEIE
T {EAR A o

AEEMERZEBRMENT

2005 2004

5.6% 4.1%

6.3% =
FRMZERAA

—EEHEFH

m <
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
HEZELEHFET A= —HIEFE

26. BANK BORROWINGS (continued)

The Group’s borrowings that are denominated in currencies other

than the functional currencies of the relevant group entities are set

out below:
At 31 December 2005 NEEHFE S H =
At 31 December 2004 W oEENES A=

As at the balance sheet date, the Group has the following undrawn

borrowing facilities:

Floating rate T E) R %

27. AMOUNTS DUE TO MINORITY SHAREHOLDERS

The amounts due to minority shareholders are unsecured, non-

interest bearing and have no fixed repayment terms.

The directors consider that the fair values of the amounts due from
the minority shareholders determined based on the present value of
the estimated future cash flows discounted using the market rate
prevailing at the balance sheet date, approximate their carrying

amounts.
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AT B (40
DEBERERIGEER I ZE
Weghim v REE ST M
US$°000
FET
—H 11,761
—H 2,348
oo

REEFH - AEEA T RE M H
R

2005 2004
HK$°000 HK$000
T#70 T o0
952,960 287,266

V& £ 0 Bl sk T
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NOTES TO THE FINANCIAL STATEMENTS

28. SHARE CAPITAL OF THE COMPANY

Ordinary shares of HK$0.1 each:

AUTHORISED:

At 1 January 2004,
31 December 2004
and 2005

ISSUED AND FULLY PAID:
At 1 January 2004
Exercise of share options

Exercise of warrants

At 31 December 2004

Exercise of share options
At 31 December 2005

Notes:

5 (0.1 762 BB

B ¢

REFENE—H—H -
SFFMWE R
“EFREFZAST—H

EBHT R -

REEENE—f — 7

1 0

S de T
L

17 08 e 1

R-FERE+_HA=1—H

(@ During the year ended 31 December 2005, 2,120,000 (2004:
14,349,500) ordinary shares in the Company of HK$0.1 each were
issued upon the exercise of 2,120,000 (2004: 14,349,500) share options,
giving a total cash consideration of HK$1,283,000 (2004:

HK$1,435,000).

(b)  During the year ended 31 December 2004, 2,055,644 (2005: Nil) shares
in the Company of HK$0.6 each were issued upon the exercise of
2,055,644 warrants at the exercise price of HK$0.6 each.

All the new shares issued during the year ended 31 December 2005

ranked pari passu with the then existing shares in all respects.

SRR M

For the year ended 31 December 2005

HEZEELES ZH=1—HIFEE
28. &K AW Z AR
Number of
Notes shares Amount
! e B H g
HK$°000
FioL
2,500,000,000 250,000
308,493,516 30,849
(a) 14,349,500 1,435
(b) 2,055,644 206
324,898,660 32,490
(a) 2,120,000 212
327,018,660 32,702
(a) MEE-ZZHFT _-A=+—HI
EE > 2,120,000 (= FFE 4 ¢
14 349,500/% ) 4 % 1 {H 0. 1% 7T 2 A&
5 ) BB AT 2,120,00018 (=
ZZM@ 14,349,500173) 1k it B Ry 2%
1o A 4 ARE £ 1,283,0008 7T (=
FEMAE © 1,435,0004 7T) ©
(b) HEE_EZ EEJFFJ =r—Iglle

R > 2,055,644M (ZFRHAF « )
%HXE{EO%EULVWHM%EJ;\
17 1#2,055,64403 58 I HE 5 IRF (17 ({8
FRAY0.61570) 17 o

RBE - FELET A=t H
1L 47 E O B 7 2 A A AR+ 4

Wi 4% 7 T B R

ﬁﬁ o

A ] 4 1

HRHBEERAF

—EEHEFH
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NOTES TO THE FINANCIAL STATEMENTS

BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

29.

30.

WARRANTS

During the year ended 31 December 2004, 2,055,644 (2005: Nil)
warrants with the exercise price of HK$0.6 each were exercised,
resulting in the issue of 2,055,644 new shares of HK$0.1 each in
the Company for the aggregate proceeds of approximately
HK$1,233,000 before the related share issue expenses.

At 31 December 2005 and 2004, there was no outstanding warrants

issued but not yet exercised.

SHARE-BASED PAYMENT TRANSACTIONS

Equity-settled share option scheme:

Pursuant to a share option scheme of the Company adopted on 7
September 1999 (the “1999 Scheme”), the Company’s board of
directors of the Company may, at its discretion, grant options to any
employees of the Company and its subsidiaries, including executive
directors of any of such companies, to subscribe for shares in the
Company for the primary purpose of providing incentives to

directors and eligible employees.

The subscription price of the option shares shall be a price to be
determined by the directors of the Company being not less than
80% of the average of the closing prices of the Company’s shares
traded on the Stock Exchange for the five trading days immediately
preceding the date of offer of the option or the nominal value of the

shares of the Company, whichever is higher.

The options under the 1999 Scheme could be exercised at any time
subject to certain restrictions contained in the offer letter, within a
period of three years commencing on the date falling twelve months
after the date of acceptance of an option. Pursuant to an ordinary
resolution passed in a special general meeting held on 13 July 2001,
the option period was modified. The options under the 1999
Scheme can now be exercised within a period of four years

commencing on the date of acceptance of an option.
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NOTES TO THE FINANCIAL STATEMENTS

30. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Pursuant to a special resolution passed at the general meeting held
on 23 May 2002 under which the Company’s board of directors
may, at its discretion, grant options to eligible persons including
directors and employers, a new share option scheme (the “2002
Scheme”) was adopted by sharcholders, to subscribe shares in the
Company for the primary purpose of providing incentives to
directors and employees. No further options shall be granted under
the 1999 Scheme and the options which have been granted during
the life of the 1999 Scheme shall continue to be exercisable.

The exercise price of the share options under the 2002 Scheme is
determined, at the discretion of the Directors, and must be at least

the higher of:

(a) the average of the closing price of the shares of the Company
as stated in the Stock Exchange’s daily quotation sheets for the
five business days immediately preceding the relevant date of

offer of the share options;

(b) the closing price of the shares of the Company as stated in the
Stock Exchange’s daily quotations sheet on the relevant date of

offer of the share options, which must be a business day; and

(c) the nominal value of the shares of the Company.

The maximum number of shares which may be issued upon exercise
of all outstanding options granted and yet to be exercised under the
2002 Scheme and any other share option schemes of the Company
(including the 1999 Scheme) shall not in aggregate exceed 30% of

the shares in issue from time to time.

The total number of shares issued and may be issued upon exercise
of the options granted to any individual under the 2002 Scheme
and any other share option schemes of the Company (including
exercised, cancelled and outstanding options) in any 12-month

period must not exceed 1% of the shares in issue.

SRR M

For the year ended 31 December 2005
MEZEEHFESZH =1 —HIEFE

30. DR A RBEZ A RZR S
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

30. SHARE-BASED PAYMENT TRANSACTIONS 30. U MIr A BN R ZR S

9

(0)]

(continued)

The 2002 Scheme will remain in force for a period of ten years
commencing from the date of adoption of the 2002 Scheme, after
which no further options shall be granted but the options which are
granted during the life of the 2002 Scheme may continue to be
exercisable in accordance with their terms of issue and the
provisions of the 2002 Scheme shall in all other respects remain in
full force and effect in respect thereof. Options may be exercised in
accordance with the terms of the 2002 Scheme at any time during
the period as the board may determined in granting the option but

in any event not exceeding ten years from the date of grant.

Options granted under the 2002 Scheme must be taken up within
30 days of the date of grant. Upon acceptance of the option, the
grantee shall pay HK$1 to the Company by way of consideration

for the grant.

At 31 December 2005, the number of shares in respect of which
options could be exercisable under the terms of the 1999 Scheme
and the 2002 Scheme was Nil (2004: 1,500,000) and 23,047,000
(2004: 23,667,000) representing 0% (2004: 0.46%) and 7.05%
(2004: 7.28%), respectively of the shares of the Company in issue at
the date.
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NOTES TO THE FINANCIAL STATEMENTS

30. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

The following table discloses the details of the Company’s share

options and movements in such holdings during the year:

SRR M

For the year ended 31 December 2005
HEZELHFESZH = —HIEFE

30. DA 2 R BE 2 Ak 2 K2 5
()

T R TR A KA F A % S
TR T HE 2 B2 B R

Balance Balance
at at
Exercise 1/1/2005 Granted Exercised Lapsed  31/12/2005
pice RZFFLA during during during REFRTLE
Date of grant Expity date Notes per share —H—H the year the year the year TZH=+—H
Hith 0 HHH Wk ERATH & RERRE  RERGE  REAKK 2 itk
HK$ HKS
i B
Employees
fE8
5612001 41612005 (b) 0.434 1,500,000 = (1,500,000) — -
41212002 31122007 (0 & (d) 0.292 1,895,000 — — — 1,895,000
31312003 2/3/2008 (0 & (d) 0.385 4,400,000 — — — 4,400,000
9/12/2003 8/12/2008 (0) & (e) 1.020 10,560,000 — (620,000) = 9,940,000
16/3/2004 15/3/2009 (0) & (e) 0.996 4,400,000 — — — 4,400,000
18/10/2004 17/10/2009 © & () 2.120 2,412,000 — — — 2,412,000
Exercisable at the end of the year 25,167,000 — (2,120,000 — 23,047,000
AR B A T AT
Weighted average exercise price HKS$0.61
ik SREEN
Balance Balance
at at
Exercise 1/1/2004 Granted Exercised Lapsed  31/12/2004
price R ZF M during during during R ZFERMLE
Date of grant Expiry date Notes per share —A—H the year the year the year ' A =+—H
Hth A KA Wk BT &R RERRL REAGE O RERRK Gt
HKS
#T
Employees
fE &
6611997 18/4/2004 () 14.333 1,953,600 — — (1,953,600) -
5112000 41112004 (b) 1.579 600,000 = = (600,000) -
23-30/6/2000 22-29/6/2004 (b) 0.567 7,732,500 = (7,732,500) — —
3-5712000 30/6/2004, 1-4/7/2004 (b) 0.567 177,000 — (177,000) — -
1-20/10/2000 30/9/2004, (b) 0.567 750,000 — (750,000) — —
1-19/10/2004
5612001 416/2005 (b) 0.434 1,500,000 — — — 1,500,000
41212002 31122007 (0 & (d) 0.292 1,995,000 = (100,000) = 1,895,000
3/3/2003 2/3/2008 (0 & (d) 0.385 4,400,000 — — — 4,400,000
9/12/2003 8/12/2008 (0) & (e) 1.020 16,150,000 = (5,590,000 — 10,560,000
16/3/2004 15/3/2009 () & (e) 0.996 — 4,400,000 — — 4,400,000
18/10/2004 17/10/2009 © &) 2.120 — 2,412,000 — — 2,412,000
Exercisable at the end of the year 35,258,100 6,812,000 (14,349,500 (2,553,600) 25,167,000
TR R AT F A7

Weighted average exercise price

Il SRerrli g

0.73
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
HEZELEHFET A= —HIEFE

30. SHARE-BASED PAYMENT TRANSACTIONS 30. U MIr A BN R ZR S

(continued) ()
Details of the share options held by the directors included in the T RBEEA L B A TR
above are as follows: RENZ 5
Balance Balance
at at
Exercise 1/1/2005 Granted Exercised Lapsed  31/12/2005
price REBRLA during during during R-FBIE
Date of grant Expiry date Notes per share —~H—H the year the year the year TZH=+—H
gHHH HAH Wik SR AR ZEH O RERRS O REAGE  RERKR itk
HK$ HK$
T b7
Directors
£
5612001 41612005 (b) 0.434 1,500,000 = (1,500,000) — —
411212002 311212007 (0 & (d) 0.292 1,875,000 — - — 1,875,000
3/3/2003 2/3/2008 (0 & (d) 0.385 4,400,000 — - — 4,400,000
9/12/2003 8/12/2008 (c) & (e) 1.020 7,600,000 = = = 7,600,000
16/312004 15/3/2009 (c) & (e) 0.996 4,400,000 — - — 4,400,000
Exercisable at the end of the year 19,775,000 — (1,500,000) — 18,275,000
TRAE BT A 77
Weighted average exercise price HKS$0.43
i Sperrlid
Balance Balance
at at
1/1/2004 Granted Exercised Lapsed  31/12/2004
Exercise R _ZZFNE during during during RZFBMWE
Date of grant Expiry date Notes per share —~A—H the year the year the year == +—H
fihAM HAH Wiek BB ZEH O RERRE  REAGE  RERKK Z itk
HKS HKS
BT #
Directors
£
6/6/1997 18/4/2004 (a) 14333 1,598,400 — — (1,598,400 —
27-30/6/2000 26-29/6/2004 (b) 0.567 7,335,000 — (7,335,000) — —
19/10/2000 18/10/2004 (b) 0.567 750,000 = (750,000) — —
5/6/2001 41612005 (b) 0.434 1,500,000 — — — 1,500,000
4/12/2002 311212007 (0 & (d) 0.292 1,925,000 — (50,000) — 1,875,000
3/3/2003 2/3/2008 (0 & (d) 0.385 4,400,000 — — — 4,400,000
9/12/2003 8/12/2008 © &) 1.020 7,600,000 — — — 7,600,000
16/3/2004 15/3/2009 (0 & (e) 0.996 — 4,400,000 — — 4,400,000
Exercisable at the end of the year 25,108,400 4,400,000 (8,135,000) (1,598,400) 19,775,000
TG AR F AT 6
Weighted average exercise price HK$0.57
ik SR
98
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NOTES TO THE FINANCIAL STATEMENTS

30. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Notes:

(a)

The options were granted pursuant to the share option scheme of the
Company adopted on 19 April 1994. Options are fully vested at the date
of grant and may be exercised at any time from the date of grant to the

4th anniversary of the date of grant.

The options were granted pursuant to the 1999 Scheme. Options are
fully vested at the date of grant and may be exercised at any time from

the date of grant to the 5th anniversary of the date of grant.

The options were granted pursuant to the 2002 Scheme.

Options may be exercised at any time from the date of to the 5th

anniversary of the date of grant.

Options granted to the directors of the Company are fully vested at the
date of grant and may be exercised at any time from the date of grant to
the 5th anniversary of the date of grant. Options granted to employees
(other than directors) are exercisable subject to (i) up to 50% of the
options are exercisable from 9 December 2003 to 8 December 2004; (ii)
all remaining options are exercisable from 9 December 2004 to 8
December 2008.

Options are exercisable subject to (i) up to 50% of the options are
exercisable from 18 April 2005 to 17 October 2005; (ii) a
options are exercisable from 18 October 2005 to 17 October 2009.

I remaining

During the year ended 31 December 2004, total consideration

received during the year from employees for taking up the options
granted amounted to HK$28 (2005: Nil).

In respect of the share options exercised during the year, the

weighted average share price at the dates of exercise is HK$2.75
(2004: HK$1.38).

SRR M
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(a)

(b)

©
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S P RE T 452 ¢, S0 4 S T o £
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fal 17 AT L
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

30. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

During the year ended 31 December 2004, options were granted on
16 March 2004 and 18 October 2004. All options granted on or
before 16 March 2004, were vested before 1 January 2005. They do
not fall within the transitional provision of HKFRS 2. The
estimated fair value per options granted on 18 October 2004 was
HK$0.67. No option was granted in 2005.

The fair value was calculated using The Black-Scholes pricing

model. The inputs into the model were as follows:

Weighted average share price JIHE F- 4 Fi B
Exercise price Fi{fifE
Expected volatility TH AT R
Expected life FEHA O
Risk free rate I g ) 2
Expected dividend yield R R

Expected volatility was determined by using the historical volatility
of the Company’s share price over previous 2.5 years. The expected
life used in the model has been adjusted, based on management’s
best estimate, for the effects of non transferability, exercise

restrictions and behavioral considerations.

The Group recognised an expense of HK$1,125,000 for the year
ended 31 December 2005 (2004: HK$493,000) in relation to share
options granted by the Company.
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()

PEEZEZNES A=+ —H
L BT R BT F =
A+AA R -ZZNFE+A+AH
B e AR ZFFNE=A TR
Aotz 2 REC R —FF
HAE—H— HATE & o %% R
A BT s S i A o R 288 2
A SCE R A o R R R4
i RWANGEC S aE0N g P
NTEE0.6THTC » it —FT HAFHE
A ] B P HE -

ATEU R EERAFE - #H
Z2EWMT

2005 2004

— HK$2.215
— HK$2.120
— 55%
— 2.5 years
— 1.110%
— 1.970%

T A 50 DA 2 RO A 2. 54F
SR o 8RR 2 T R
A RO E AR R 2R R T
TR R AT B B2 B B fE
it A A % o

AEEREE_ZZHE T =
T— H L AN A 2
HE e 5B BH 3 1,125,0009 ¢ (—F & Y
4 1 493,000% 70) ©



31. ACQUISITION OF A SUBSIDIARY

NOTES TO THE FINANCIAL STATEMENTS

On 28 May 2004, the Group acquired the entire issued share capital

of Mansella Limited (renamed as SunCorp Applied Research

Limited in 2005) for a consideration of approximately
HK$10,476,000. This acquisition has been accounted for by the

acquisition method of accounting. No goodwill arose as a result of

the acquisition.

NET ASSETS ACQUIRED
Property, plant and equipment
Intangible assets
Trade receivables,

deposits and prepayment
Bank balances and cash
Trade payables, deposits received

and accrued charges

Total consideration

Satisfied by:
Cash

Expenses paid in relation to the acquisition

Net cash outflow arising on acquisition

Cash consideration

Bank balances and cash acquired

SRR M

For the year ended 31 December 2005
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31, W — 0 B i 4 )

R-FEFNERLA Z+/N\H» A%
%] Wi % Mansella Limited (F =% % i
A0 24 J SunCorp Applied Research
Limited) 2 BT A1 € #ATBA > AUEA
510,476,000 TG o It IS LA i g
bkt A o A B O I 2 E AR AT
o] 7 2

2005 2004
HK$°000 HK$°000
F#oT Fit T
LW
ERN Y& — 4,008
T G — 6,873
MEWCE 5 IRk~ ¥4 T AT 3K
— 54
|AITE B LBl & — 890
A & 5 # Bk
Btk 4 KERTE A — (1,349)
A8 48 % — 10,476
LR3I RS AT
B4 — 9,901
M A 2 B S — 575
— 10,476
Wi B AR 2 B4R AR
Bl LR — (10,476)
B SRIT 4 B K 4 — 890
— (9,586)

The subsidiary acquired during the year ended 31 December 2004

did not contribute to the Group’s turnover and did not contribute

significantly to the Group’s cash flows for that year. However, it
contributed a loss of HK$3,988,000 to the Group’s profit from

operations for that year.

REE_FENFE+_H=+—H
1k 4 B R i 2 B A D Sl 4 A
EERZFEEZEEEATME
W NEEAEBEZBEREAE
KERK o AT > 5 A 42 [ A 3% 4F
Ji 2 4848 i ) 2 A e 4 3,988,00095
=4

—EEHEFH
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

32. MAJOR NON-CASH TRANSACTION

During the year ended 31 December 2005, the Group entered into
finance lease arrangements in respect of assets with a total capital
value at the inception of the leases of approximately
HK$50,848,000 (2004: HK$12,081,000).

33. DEFERRED TAX LIABILITIES

The following are the major deferred tax (assets) liabilities
recognised and movements thereon during the current and prior

reporting years:

32.

33.

FREBER T

REBEFEFRFET_A=+—H
IR > AEBMATHA G HE
A 48 1 4150,848,000% o0 (—FE Y
4 1 12,081,0008 JT) 2 & E R L
EHERH -

e AIE 0 B A

VR VS TE T et Tx
R 2 AR AERLIA (V) £ 1
RIS -

Accelerated

tax deduction

Accelerated on product
tax  development Tax
depreciation expenditure losses Total
E il B 8
W Bz
BT 7 8 B JE 411 BT s 45 At
HK$000 HK$000 HKS$'000 HK$000
T T T# 0 T# 0 T# 0
At 1 January 2004 NEENE—H—H 32 — — 32
Charge (credit) to income R AIBR (FEA)
for the year 1,697 8,011 (7,660) 2,048
At 31 December 2004 REZFTNE 2,019 8,011 (7,660) 2,370
+oA=+—H
(Credit) charge to income NS ONGPNES
for the year (2,022) 15,035 (9,228) 3,785
At 31 December 2005 & g
+=ZH=+—H (3) 23,046 (16,888) 6,155

At the balance sheet date, the Group has tax losses of
HK$101,906,000 (2004: HK$43,772,000) available for offset
against future profits. A deferred tax asset has been recognised in
respect of HK$96,502,000 (2004: HK$43,772,000) of such losses.
No deferred tax asset has been recognised in respect of the
remaining tax losses of HK$5,404,000 (2004: Nil) due to the
unpredictability of future profit streams. Tax losses may be carried

forward indefinitely.
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101,906,000 ¢ ( — & F U 4 :
43,772,0009 C) > AT 4 A A R 8 R
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34. CONTINGENT LIABILITIES

35.

36.

Guarantees given to banks in

respect of credit facililies utilised by

NOTES TO THE FINANCIAL STATEMENTS
SRR M

For the year ended 31 December 2005
MEZEEHFESZH =1 —HIEFE

34. AR AE
2005 2004
HK$’000 HK$°000
F T F kT

A A8~ e
BT S m RAT IR it 48 %

a jointly controlled entity 70,251 71,422
Bills discounted with full recourse MHEmEREZ B EE — 135,412
70,251 206,834
CAPITAL COMMITMENT 35. B A k%
2005 2004
HKS$°000 HK$°000
F#& T
Capital expenditure in respect LS B D A
of acquisition of plant and B RT AR R
machinery contracted for but WA TS R i
not provided in the EAR
financial statements 620 —
Capital expenditure in respect R M I ST R
of acquisition of intangible EFRTAE KRR
assets contracted for but R B 2
not provided in the BAB
financial statements 2,915 6,603
OPERATING LEASE ARRANGEMENTS 36. REMEZH
2005 2004
HK$°000 HK$°000
Fis Fit e
Minimum lease payments paid FENRELEMR
under operating leases during the year: XA 2 kA4
- Premises L/E 3 596 608

FRHEERAT =
—sEREFEE



NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

36. OPERATING LEASE ARRANGEMENTS (continued)

As at the balance sheet date, the Group has commitments for future
minimum lease payments under non-cancellable operating leases in

respect of certain premises as follows:

Operating leases which fall due:
—FRN

Within one year

In the second to fifth year inclusive

Operating lease payments represent rentals payable by the Group
for certain of its office properties and warchouses. Leases are
negotiated for an average term of 3 years and rentals are fixed for an

average of 3 years.

37. RETIREMENT BENEFITS SCHEME

The Group operates a2 Mandatory Provident Fund Scheme for all
qualifying employees in Hong Kong. The assets of the schemes are
held separately from those of the Group, in funds under the control
of trustees. The Group contributes 5% of relevant payroll costs to

the Scheme, which contribution is matched by employees.

In accordance with the relevant rules and regulations in other
countries in which the Group operates, the Group is required to
operate defined contribution schemes managed by the relevant
jurisdictions and to make contributions for its eligible employees.
The contribution borne by the Group is calculated according to the

level regulated by the relevant jurisdictions.

The total cost charged to income statements of HK$1,210,000
(2004: HK$753,000) represents contributions payable to the above
scheme and other pension schemes in jurisdictions other than Hong

Kong by the Group in respect of the current year.
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REEEH AEBBETWEZA
WS HE - WA AR KA
SAREMT :

2005 2004
HK$°000 HK$°000
T#70 Tt o0

991 658

898 10

1,889 668

mEME M HERAERR
A TN E Y2 B i A 2
e MBI FHa = Frm—
Yo A g B 8 A A R
K o

R A 48 A )

4 4 1 T AT 4 A L 4R £
B ARG E B o et B
A4S TV TR B > 3
N o 7 85 1 21 B th 5% 2
B BE R 2 BT 4 A
[A] o
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A B A A R A ARG
B o Ak E A A% B A
7% B2 B R 9 2 R T AR A A B R i
PRI 2 K FRHEE o

Wt R PR 2 B A S
1,210,000 76 (—ZFZ U4 : 753,000
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NOTES TO THE FINANCIAL STATEMENTS

38. PLEDGE OF ASSETS

39.

As at 31 December 2004, bank deposits in the aggregate amount of
approximately HK$21,375,000 were pledged to secure banking
facilities granted to the Group. Such security was released during

the current year.

RELATED PARTY TRANSACTIONS

(I)  The Group purchased finished goods of approximately
HK$1,832,613,000 (2004: HK$2,086,151,000) from Guo
Wei. In addition, as at 31 December 2005, certain of Guo
Wei’s bank borrowings amounting to approximately HK$70
million (2004: HK$71 million) were guaranteed by the
Group. The Group also purchased raw materials on behalf of

Guo Wei with zero mark-up.

(II) Compensation of key management personnel

The directors of the Group considered that they are the only
key management personnel of the Group. Their remuneration

are set out in note 12(a).
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38. & LA

REZFFNEFZA=+—H > 4
#H%)21,375,000% T 2 $RAT 73K EAE
By A 4 ) L 4% SR AT L 2 R -
2 AR B A AR BE A R B

R YN

39.

@

(IT)

A SR [ 1) B R RO S A
1,832,613,000i J& ( — & & M
1 2,086,151,000% T ) © Ib
o R ZEEREFT A=+
—H > AEBE B AT H)
1 1 8 470,000,000 ¢ (—F
Z P4 4E ¢ 71,000,0009 7C) 1
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
BEZELELFS A=A —HILFE

40. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF
THE COMPANY

Particulars of the Company’s principal subsidiaries as at 31

December 2005 are as follows:

Place of Form of Issued and fully

incorporation/  legal paid share/

Name of subsidiary establishment entity registered capital

CH#TK

MR W BRWA/

Wi i 2 ) 44 7 37 1 HEEA Ak A

HB Electronics (China) British Virgin ~ Limited US$1

Limited Islands company ordinary share

HEET () ERELHE HRAH Lak1E T

HIR A

SunCorp Applied Research Englandand ~ Limited £l

Limited (Fij 8% Wales company ordinary share

Mansella Limited) Seik il A E ERuliaEs
e

MONDIAL Communications Hong Kong Limited HK$2

Limited ik company  ordinary shares

BN RA A FIRAF L@ o

MONDIAL Communications  England and Limited £10,000

(Europe) Limited Wales company ordinary shares

b3t HIRAF 3l

T 10,0009

SunCorp Communications England Limited £500,000

(Europe) Limited and Wales company  ordinary shares

bt F R ] LA

LT 500,000%% &

= SunCorp Technologies Limited

\. 2005 annual report

40. A4y w] 32 2 Wi 4 v 7 A
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Fr_F=

Proportion of
nominal value
of issued capital/
registered
capital held by
the Company
NG ]
CRARA/
Ak A
A% ¢ HE L )
%

100

100

100

100

100

T B ZREIT

Principal activities

FEEH

Investment holding

B

Research and
development of
telephones and

related equipment
B B b 3% 6
H B B A

Research, development and
marketing of telephones and
related equipment

BEE - B S
ik O B M

European marketing and
customer liaison for telephones
and related equipment

T R 354 0 B
RSV E S o A

Marketing and customer liaison

EATH G R B AR



NOTES TO THE FINANCIAL STATEMENTS

40. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF
THE COMPANY (continued)

Name of subsidiary

W i 24 ) 4

SunCorp Communications
Limited

e A PR 2

SunCorp Industrial Limited

MR EARA A

SunCorp (Service &
Distribution) Limited

SunCorp Information
Technologies (Asia) Limited

B AN R ()
HIRA

Place of
incorporation/

establishment

RE R L,/
AL

Hong Kong
il

Hong Kong
it

England and
Wales

SR M R

B

Hong Kong
it

Form of
legal
entity

R
HREA

Limited
company

HIRA ]

Limited
company

HIRA

Limited
company

H IR

Limited
company

HIRA ]

Issued and fully
paid share/

registered capital

C#iT &
BRBA/
FAUNEN

HK$775,000
ordinary shares
HK$225,000
non-voting
deferred shares
(Note)

ik
775,000 T¢
B EEE
225,000 7T
(i &)
HK$100
ordinary shares
4 1003 7
£1,750

ordinary shares
gl
1,750% 55

HK$2
ordinary shares
gL
2t

Note: The deferred shares practically carry no rights to dividends or to receive

notice of or to attend or vote at any general meeting of the respective

companies or to participate in any distribution on winding up.
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40. 7 A W] 2 M 4 A
)

(%

Proportion of
nominal value
of issued capital/
registered
capital held by
the Company
KA FH
o#fTkA/
GAUNEN

T AF B
%

Principal activities

B+ 37

100 Trading of telephones

gy

HE®H

100  Trading of telephones and

raw material sourcing

HH o B R b R

97  Co-ordination, repair and
servicing of telephones
and related equipment

W B RREER R
il

100  Trading of telephones

B

HERA

Fifat - ARSE IR R b SR A B RS 2 B
F o IRERENCORERTT# A RS A Z
R BEHOK & 2 @R B %55 K
€ R € EACRZHER] > T MRt
T B AEAT 23 IR -
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
HEZELEHFET A= —HIEFE

40. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF
THE COMPANY (continued)
The above table lists the subsidiaries of the Group which, in the
opinion of the directors, principally affected the results or assets and
liabilities of the Group. To give details of other subsidiaries would,

in the opinion of the directors, result in particulars of excessive

length.

All the above active subsidiaries operate principally in their

respective place of incorporation or establishment.

None of the subsidiaries had issued any debt securities at the end of

the year, or at any time during the year.
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NOTES TO THE FINANCIAL STATEMENTS
SRR M

For the year ended 31 December 2005
HEZELHFESZH = —HIEFE

41. BALANCE SHEET INFORMATION OF THE 41. KAFZz EEABRER
COMPANY

NOTES 2005 2004
fit it HKS$°000 HKS$°000
F#& it oo
(restated)
(F 51)
Non-current asset I E G E
Interests in subsidiaries i BB A W) 2 R 4 a — —
Current assets B G =
Deposits and prepayments $ie i B 3OR 1,739 197
Amounts due from subsidiaries JRE s o /2 ) K b 134,678 138,524
Taxation recoverable A i [m] 5 IH 21 2,215
Bank balances and cash WITHEBR LB 4 177 233
136,615 141,169
Current liabilities mE AR
Deposits received and S EIE Y - i
accrued charges 1,060 4,737
Amounts due to subsidiaries JRE AR BT JE /A ) K JH b 21,169 —
22,229 4,737
Net current assets B G T 114,386 136,432
114,386 136,432
Capital and reserves A ik Ml
Share capital i A% 32,702 32,490
Reserves fiti i c 81,684 103,942
114,386 136,432

FRHEERAT
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NOTES TO THE FINANCIAL STATEMENTS
BT M

For the year ended 31 December 2005
HEZELEHFET A= —HIEFE

41. BALANCE SHEET INFORMATION OF THE
COMPANY (continued)

Notes:

(a)  Interests in subsidiaries

Unlisted shares, at cost H bR A > A
Less: Impairment losses recognised W B AR BUE R

Details of the Company’s principal subsidiaries at 31 December 2005 are

set out in note 40.
(b)  Amounts due from (to) subsidiaries

The amounts due from (to) subsidiaries are unsecured, interest-free and

repayable on demand (2004: no fixed repayment terms).

The fair value of the amounts due from (to) subsidiaries at 31 December

2005 approximate the carrying amounts.

110
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(a)

(b)

T W 2 ) 2
2005 2004
HK$°000 HK$°000
T# T
86,803 86,803
(86,803) (86,803)

RAFAR-BEREF A=+ —H
2 B A RO 40
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NOTES TO THE FINANCIAL STATEMENTS
SRR M

For the year ended 31 December 2005
HEZELHFESZH = —HIEFE

41. BALANCE SHEET INFORMATION OF THE 1. KAFZzEEHABERERM

COMPANY (continued) (%)
Notes: (continued) far - (A8
(c)  Reserves © W
Share
Share  Contributed option  Accumulated
premium surplus reserve losses Total
JBe oy ik BONBBE W G Fat s B
HK$000 HK$000 HK$000 HK$000 HK$000
T#TT T#TT T#TT T#TT T#T
THE COMPANY A ]
At 1 January 2004 R_FEFENE——H 26,400 80,851 — (64,824) 42,427
Dividends paid e RS = = = (15,982) (15,982)
Shares issued DAt B 34T I A
at premium 10,235 — — — 10,235
Share issue JBe 3 847 B X
expenses 9) — — — 9)
Recognition of TR A &5 5
equity-settled DA A £
share-based B2 AF 3K
payments — — 493 — 493
Profit for the year AN Ui ) — — — 66,778 66,778
At 31 December 2004 & ZFFMFE+ A
(restated) =+—H (&5 36,626 80,851 493 (14,028) 103,942
Dividends paid AR E = = = (24,521) (24,521)
Shares issued i B 47 IR A
at premium 1,071 — — — 1,071
Recognition of R A & H
equity-settled AR 53
share-based B2 AR
payments — — 1,125 — 1,125
Profit for the year 7R AE JE Ui — — — 67 67
At 31 December 2005 it ZFZ fi4f
TZHA=+—H 37,697 80,851 1,618 (38,482) 81,684
The contributed surplus of the Company represents the difference A F BB B AR A m I A B Ja A
between the underlying net assets of the subsidiaries at the date on which EREREAE H 2 A AL AR
they were acquired by the Company and the nominal value of the share AR ) PR A9 A — A A R A T 4 I i ALY
capital issued by the Company as consideration for the acquisition at the R M T 547 10 25 A 2 AN T M g 5 2
time of a group reorganisation in a previous year. R o
FRMZERAA
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