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GENERAL

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

The Company acts as an investment holding company. The
principal activities of its subsidiaries are set out in note 40.

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

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

In the current year, the Group has applied, for the first time, a
number of new Hong Kong Financial Reporting Standards
("HKFRSs"), Hong Kong Accounting Standards (“HKASs")
and Interpretations (hereinafter collectively referred to as
“new HKFRSs"”) issued by the Hong Kong Institute of
Certified Public Accountants 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 and share of tax of associates have been changed.
The changes in presentation have been applied retrospectively.
The adoption of the new HKFRSs has resulted in changes to
the Group’s accounting policies in the following areas that
have an effect on how the results for the current or prior
accounting years are prepared and presented:

Business Combinations

In the current year, the Group has applied HKFRS 3 “Business
Combinations”. The principal effects of the application of
HKFRS 3 to goodwill and negative goodwill of the Group are
summarised below:
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (CONTINUED)

Business Combinations (continued)
Goodwill

In previous years, goodwill arising on acquisitions prior to 1
January 2001 was held in reserves. The Group has applied
the relevant transitional provisions in HKFRS 3. Goodwill
previously recognised in reserves of HK$31,539,000 has been
transferred to the Group’s retained profits on 1 January 2005.
Goodwill arising on acquisitions after 1 January 2005 is
measured at cost less accumulated impairment losses (if any)
after initial recognition. Comparative figures for 2004 have
not been restated.

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

In accordance with HKFRS 3, any excess of the Group's
interest in the net fair value of acquiree’s identifiable assets,
liabilities and contingent liabilities over the cost of acquisition
("discount on acquisition”) is recognised immediately in
profit or loss in the period in which the acquisition takes
place. In prior years, negative goodwill was presented as a
deduction from assets. To the extent that such negative
goodwill was attributable to losses or expenses anticipated at
the date of acquisition, it was released to consolidated
income statement in the period in which those losses or
expenses arise. The remaining negative goodwill was
recognised as income on a straight-line basis over the
remaining average useful life of the identifiable acquired
depreciable assets.

In accordance with the relevant transitional provisions in
HKFRS 3, the Group derecognised all negative goodwill on 1
January 2005 with a corresponding adjustment to the
retained profits of the Group as at 1 January 2005.
Comparative figures for 2004 have not been restated.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (CONTINUED)

Financial Instruments

In the current year, the Group has applied HKAS 32
“Financial Instruments: Disclosure and Presentation” and
HKAS 39 “Financial 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 effect on the presentation of
financial instrument in the Group’s consolidated financial
statements. The principal effects resulting from the
implementation of HKAS 39 are summarised below:

Classification and measurement of financial assets and
financial liabilities other than debt and equity securities

From 1 January 2005 onwards, the Group classifies and
measures its financial assets and financial liabilities other than
debt and equity securities (which were previously outside the
scope of Statement of Standard Accounting Practice 24
“Accounting for Investments in Securities”) in accordance
with the requirements of HKAS 39. 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”. “Other financial liabilities” are carried at amortised
cost using the effective interest method after initial recognition.
The adoption of HKAS 39 had no material impact on the
results for the current or prior accounting periods.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (CONTINUED)

Financial Instruments (continued)
Derivatives

From 1 January 2005 onwards, all derivatives that are within
the scope of HKAS 39 are required to be carried at fair value
at each balance sheet date regardless of whether they are
deemed as held for trading or designated as effective
hedging instruments. Under HKAS 39, derivatives (including
embedded derivatives separately accounted for from the non-
derivative host contracts) are deemed as held-for-trading
financial assets or financial liabilities, unless they qualify and
are designated as effective hedging instruments. For derivatives
that are deemed as held for trading, changes in fair values of
such derivatives are recognised in profit or loss for the period
in which they arise.

The Group has not recognised the derivative financial
instruments on the balance sheet prior to 1 January 2005.
The Group has applied the relevant transitional provisions in
HKAS 39. The adoption of HKAS 39 had no material effect
on the results for the current accounting periods.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (CONTINUED)

Investment properties

In the current year, the Group has, for the first time, applied
HKAS 40 “Investment property”. The Group has elected to use
the fair value model to account for its investment properties
which requires gains or losses arising from changes in the fair
value of investment properties to be recognised directly in the
profit or loss for the year in which they arise. In previous years,
investment properties under the predecessor accounting
standard were measured at open market values, with revaluation
surplus or deficit credited or charged to investment property
revaluation reserve unless the balance on this reserve was
insufficient to cover a revaluation decrease, in which case the
excess of the revaluation decrease over the balance on the
investment property revaluation reserve was charged to the
income statement. Where a decrease had previously been
charged to the consolidated income statement and revaluation
subsequently arose, that increase was credited to the
consolidated income statement to the extent of the decrease
previously charged.

Deferred taxes related to investment properties

Deferred tax consequences in respect of revalued investment
properties were assessed on the basis of the tax consequence
that would follow from recovery of the carrying amount of
the properties through sale in accordance with the predecessor
Interpretation. In the current year, the Company has applied
HK(SIC) Interpretation 21 “Income Taxes — Recovery of
Revalued Non-Depreciable Assets” which removes the
presumption that the carrying amount of investment properties
are to be recovered through sale. Therefore, the deferred tax
consequences of the investment properties are now assessed
on the basis that reflect the tax consequences that would
follow from the manner in which the Group expects to
recover the property at each balance sheet date. The
adoption of HK(SIC) Interpretation 21 had no material effects
on the results for the current or prior accounting periods.



RREXSEETRAR
Karce International Holdings Company Limited

ERAMERELEAN 2ER -
BBRERZ8E @

U2 5 B8 2 5K

RAFE  AEBERAETEVBHRE
HERIFE 258 [CARR D RER Z 51 -
To8TE s 2 5= B LARR (D sk = B AR 1D 2
RSB B 2 S SR AR ([
RBEERZZ]E - EXHATHER -
BBV RS ERNE 2R B AEEZ
TEXEBYRIERTARREELE
BBRENREBRERREEZ
NP EERBHA BRI - £5HH
BN B MEEAE 2R - AKE
ek SRR T (B RT SRR
TR AEBEH _TTRF—H
— A ZBREHZBRERAET Y
B ELERIE25% - AN AEE B R
AR AR T B1& AR L (AT A S
B TEE S BRRE RSB ESTFE
ZAREBEELBEZE

FEEEAEzLHERES

HEAEFE  IEEHEBEZHELH
BEBFIEt A% - BB N&RE X
REMGHBRAFE - EAFE - AKHE
EREBEESERIFEI7REE] -
RIFEE ST RERNE 75 - LR
FHEZ LM RETE D THRREE
DEMOFAER - BRIEAEBEERE
TRERAIFEH D ECE L3 AT HE D -
EZBEAT  BEOHEEBERES—
MEERE - MEHA FEMIEL T
HWEETE S 2 HERBESE - AIE
EtiERTENOHE  JIEREE
EETZRMNES - WERBTIIEK
AHER - AEACEEHR AR - it
HERBERZEHDEPER - —F
TFEZHERBFELEN (MBF
2 8 fiE3) -

“ZTHEFR
Annual Report 2005

2.

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (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”).
The principal impact of HKFRS 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. As the Group
has no share options granted since the adoption of the share
option scheme, this change in accounting policy has no
impact on the results of the Group for the current and prior
accounting years.

Owner-occupied Leasehold Interest in Land

In previous years, owner-occupied leasehold land and buildings
were included in property, plant and equipment and measured
using the revaluation model. In the current year, the Group
has applied HKAS 17 “Leases”. Under HKAS 17, the land and
buildings elements of a lease of land and buildings are
considered separately for the purposes of lease classification,
unless the lease payments cannot be allocated reliably
between the land and buildings elements, in which case, the
entire lease is generally treated as a finance lease. To the
extent that the allocation of the lease payments between the
land and buildings elements can be made reliably, the
leasehold interests in land are reclassified to prepaid lease
payments under operating leases, which are carried at cost
and amortised over the lease term on a straight-line basis.
This change in accounting policy has been applied
retrospectively. Comparative figures for 2004 have been
restated (see Note 3(a) for financial impact).
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (CONTINUED)

Others

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

statements of the Group:

HKAS 1 (Amendment)

HKAS 19 (Amendment)

HKAS 21 (Amendment)

HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKAS 39 & HKFRS 4

(Amendments)

HKFRS 6

HKFRS 7

HK(IFRIC) - INT 4

HK(IFRIC) - INT 5

HK(IFRIC) - INT 6

HK(IFRIC) - INT 7

Capital disclosures'

Actuarial gains and losses, group plans
and disclosures?
Net investment in a foreign operation?

Cash flow hedge accounting of forecast
intragroup  transactions®

The fair value option?

Financial guarantee contracts?

Exploration for and evaluation of mineral
resources?
Financial instruments: Disclosures’

Determining whether an arrangement
contains a lease?

Rights to interests arising from
decommissioning, restoration and
environmental rehabilitation funds?

Liabilities arising from participating in a
specific market-waste electrical and
electronic equipment?

Applying the restatement approach

under HKAS 29 Financial Reporting in
Hyperinflationary Economies*
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN
ACCOUNTING POLICIES (CONTINUED)

Others (continued)

1 Effective for annual periods beginning on or after 1 January 2007.

2 Effective for annual periods beginning on or after 1 January 2006.

3 Effective for annual periods beginning on or after 1 December 2005.
4 Effective for annual periods beginning on or after 1 March 2006.

SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES

(@)  Effects on the results for the current and prior years:

2
2005 2004
FET FET
HK$'000 HK$°000
T & R 2 Decrease in amortisation of prepaid lease payments 169 163
BNESELERN Reversal of revaluation surplus attributable to
B ERE B prepaid lease payments - (1,225)
H &M E AR B #&E Decrease in negative goodwill released on disposal
aEmER L of a subsidiary (747) _
BEIZW A Z BEER L Decrease in negative goodwill released
to income (726) -
AN JE i FRk A Decrease in profit for the year (1,304) (1,062)
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3. BN BESDNERE B 3. SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES

(CONTINUED)
(@) HAXRFERBEFEFEEZZ (@)  Effects on the results for the current and prior years:
z: (&) (continued)
HEBRIEESES W T ¢ Analysis by line items presented according to their
function:
2005 2004
FET FET
HK$'000 HK$000
B E =Y A 2 B IR 2> Decrease in negative goodwill released to income (726) -
o BB A\ = R Decrease in gain on disposal of a subsidiary (747) -
£ & B 2SR > Decrease in cost of sales 169 163
H At Y ARk 4 Decrease in other income - (602)
1257 8l S AL IS 0 Increase in revaluation deficit on building - (623)
7R 2k AR Decrease in profit for the year (1,304) (1,062)
Br EatE S - EAR B QA E In addition to the above, the share of tax of an
TH B & ¥ o 58 R B SR FE G B associate has been reclassified and included in share of
BREmA o A EERR result of an associate. The effects by line items
EWM7EEBZEZENT : presented in consolidated income statement are as
follows:
2005 2004
FET FEIT
HK$’000 HK$°000
FE 1R B & N 8] 5 A Increase (decrease) in share of result of
3200 Ol 4>) an associate 1,318 (1,655)

i TR A (38 0) Decrease (increase) in taxation (1,318) 1,655




RREXSEETRAR
Karce International Holdings Company Limited

3. BEXESHNTERE @ 3. SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES
(CONTINUED)
by H_Z=ZTWMF+_A=+—H (b)  Effects on the balance sheet as at 31 December 2004
rR—ZETRF—A—BEESR and 1 January 2005:
BRZOE
R=2EME
t=A=+-8 R=2EMF R-22RE
(RE23) t-A=t-A ERIE -A-H
Asat  EEEiEA (E30) HEEA (21
31122004  E17e¥E As at XA 2 As at
(originally Effect of 31.12.2004 Effect of 1.1.2005
stated) HKAS 17 (restated) HKFRS 3 (restated)
T T T T FEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Nk - BEREE Property, plant and equipment 334,807 (30,797) 304,010 - 304,010
Effe Prepaid lease payments - 23,103 23,103 - 23,103
AEE Negative goodwill (3,215) - (3,215) 3,215 -
25 REMEYRHE Trade and other receivables 139,449 559 140,008 - 140,008
ERBEERE Deferred tax liabilities (22,872) 3,131 (19,741) = (19,741)
HEERBBEZVERE Total effects on assets and liabilities 448,169 (4,004) 444,165 3215 447,380
REEMREE Asset revaluation reserve 55,032 (8,466) 46,566 - 46,566
HEHE Goodwill reserve (31,539) - (31,539) 31,539 =
BiEH Retained profits 169,958 4,462 174,420 (28,324) 146,096
HiERyEeE Total effects on equity 193,451 (4,004) 189,447 3215 192,662
© H-_FTNF-—A-—BAEmEZ () Effects on equity as at 1 January 2004:
%
BA G AR
REZF  FE175R 2 E
As originally Effect of &7
stated HKAS 17 As restated
BT FE T F & T
HK$000 HK$000 HK$000
BEEMFEE Asset revaluation reserve 42,373 (9,139) 33,234
1R B8 5 A Retained profits 118,297 5,524 123,821
HER T BER Total effects on equity 160,670 (3,615) 157,055
—EEREER

Annual Report 2005
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on
the historical cost basis, except for certain properties and
financial instruments which are measured at revalued amounts
or fair values, where appropriate.

The consolidated financial statements have been prepared in
accordance with HKFRSs. 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. The
principal accounting policies adopted are as follows:

Basis of consolidation

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

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
into line with those used by other members of the Group.

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

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

Investment in associates

The results and assets and liabilities of associates are
incorporated in the consolidated financial statements using
the equity method of accounting. Under the equity method,
investment in associates are carried in the consolidated
balance sheet at cost as adjusted for post-acquisition changes
in the Group's share of the profit or loss and of changes in
equity of the associate, less any identified impairment loss.

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

Revenue recognition

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

Subcontracting fee income is recognised when services are
provided.

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 estimated future cash receipts through the expected
life of the financial asset to that assets’ net carrying amount.

Rental income from operating leases is recognised on a
straight line basis over the terms of the relevant leases.

Property, plant and equipment

Property, plant and equipment other than construction in
progress are stated at cost or fair value less subsequent
accumulated depreciation and any accumulated impairment
loss.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment (continued)

Buildings held for use in the production or supply of goods or
services, or for administrative purposes, are stated in the
balance sheet at their revalued amount, being the fair value
at the date of revaluation less any subsequent accumulated
depreciation and any accumulated impairment loss.
Revaluations are performed with sufficient regularity such
that the carrying amount does not differ materially from that
which would be determined using fair values at the balance
sheet date.

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

Depreciation is provided to write off the cost or fair value of
the assets over their estimated useful lives, using the straight-
line method.

Construction in progress is stated at cost less any accumulated
impairment loss. Depreciation of these assets, on the same
basis as other property, plant and equipment, commences
when the assets are ready for their intended use.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment (continued)

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 consolidated
income statement in the year in which the item is
derecognised.

Investment properties

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

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use or no future economic benefits are expected from
its disposals. 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 asset) is included in
the consolidated income statement in the year in which the
item is derecognised.

Club debenture

Club debenture with indefinite useful life is carried at cost
less any accumulated impairment loss.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Impairment

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

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

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the first-in, first-out method.

Leasing

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

The Group as lessor

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

Leasing (continued)
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
consolidated 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 consolidated
income statement.

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.

Retirement benefit costs
Payments to defined contribution retirement benefit plans

and the Mandatory Provident Fund Scheme are charged as an
expense as they fall due.
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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 case, 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 Group (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
exchange reserve). Such exchange differences are recognised
in profit or loss in the period in which the foreign operation is
disposed of.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Taxation

Taxation 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
consolidated income statement because it excludes items of
income or expense that are taxable or deductible in other
years and it further excludes income statement items that are
never taxable or deductible. 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 amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax base used in
the computation of taxable profit, and is accounted for using
the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which
deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and liabilities
in a transaction that affects neither the taxable profit nor the
accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and associates,
except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

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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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Borrowing costs

All borrowing costs are recognised as and included in finance
costs in the consolidated income statement in the period in
which they are incurred.

Share options granted to directors and employees of the
Group

The fair value of services received determined by reference to
the fair value of share options granted at the grant date is
recognised as an expense in full at the grant date when the
share options granted vest immediately, 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 share premium. When the share options are
forfeited after vesting date or are still not exercised at the
expiry date, the amount previously recognised in share option
reserve will be transferred to retained profits.

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.

Financial assets

The Group’s financial assets are mainly classified into loans
and receivables, and available-for-sale financial assets. All
regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial assets (continued)

Loans and receivables (including trade and other receivables,
bills receivable, amount due from a related company, and
bank balances) 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 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.

Available-for-sale financial assets are non-derivatives that are
either designated or not classified as any of the other
categories of financial assets under HKAS 39. At each
balance sheet date subsequent to initial recognition, available-
for-sale financial assets are measured at fair value. Changes in
fair value are recognised in equity, until the financial asset is
disposed of or is determined to be impaired, at which time,
the cumulative gain or loss previously recognised in equity is
removed from equity and recognised in profit or loss. Any
impairment losses on available-for-sale financial assets are
recognised in profit or loss. Impairment losses on available-
for-sale equity investments will not reverse in profit or loss in
subsequent periods.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the
contractual arrangements entered into and the definitions of
a financial liability and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. Equity instruments issued by the Company are
recorded at the proceeds received, net of direct issue costs.

The Group’s financial liabilities (including trade and other
payables, bills payable and bank borrowings) are subsequently
measured at amortised cost, using the effective interest rate
method after initial recognition.

BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments:

For management purposes, the Group is currently organised
into three principal operating divisions — electronic calculators
and organisers, conductive silicon rubber keypads and printed
circuit boards. These divisions are the basis on which the
Group reports its primary segment information. Inter-segment
sales were made at cost plus mark up.
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5. XK RibigoBERE @ 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
BREKSE D - (&) Business segments: (continued)
MERER CHMER 2T - Segment information about these businesses is presented
below:
2005
E7iER s EIE
kREE BBRE BBk
Electronic Conductive Printed EbER
calculators silicon rubber circuit Other s &4
and organisers keypads boards operations Eliminations Consolidated
FEx FAx FEx FAx FEx FAx
HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HKS$'000
[ REVENUE
MEE External sales 419,720 80,299 143,387 3,598 - 647,004
Bl Inter-segment sales 1,992 12,548 2,113 47 (35,400) -
it Total mmn 92,847 163,500 4,345 (35,400) 647,004
5 RESULT
AP%E Segment result 48,113 4,79 (1,970) (7.236) - 37,106
AABZEBBA Unallocated other income 1820
AABZ L ERR Unallocated corporate expenses (2,79)
BERA Finance costs (3622)
EEBERT Share of result of an associate (5,453)
RIELERERT Gain on deemed disposal of
4l 6l interest in an associate 1,106
B A& Profit before taxation 28,767
"B Taxation (1)
TEEET Profit for the year 28,036
—EEREER
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5. XK RibigoIBER @ 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)
REKE S @ (F) Business segments: (continued)
2005
E7iER gz ng
FEES | BBEE ERA
Electronic Conductive Printed EbEH
calculators silicon rubber circuit Other W &4
and organisers keypads hoards operations Eliminations Consolidated
FExn FEn FEn TEn FEn FEn
HK$000 HKS$°000 HKS$'000 HK$°000 HK$'000 HKS$'000
BE ASSETS
HHEE Segment assets 382,292 113,448 93,836 2,183 592,359
AABIGCEAE Unallocated corporate assets 95,345
GRBELR Consolidated total assets 687,704
af LIABILITIES
AHEE Segment liabllities 84,086 21,94 39,939 1,632 147,598
AARZLEEE Unallocated corporate liabilties 98,660
GRAREE Consolidated total liabilities 246,258
EfrEn OTHER INFORMATION
TENE KR Additions to property, plant and
SEL equipment 17,867 11,8 10432 - 39,527
0% BERZE Depreciation of property, plant
g and equipment 17,897 5,520 9,180 9 33,376
BiAc &N Amortisation of prepaid lease
payments 329 8 26 - 437
RERRH Allowance recognised
FRIRARE (reversed) for obsolete
(BO&E) and slow moving inventories 4,08 (279) n (1,204) 2,797
KSR BA Allowance recognised

REREDER) (reversed) for doubtful debts 197 78 (152) 4,690 6,063
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5. XK RibigoBERE @ 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)
REKE D - (F) Business segments: (continued)
2004
(E51)
(restated)
EFiER EEH Ik
Gt GBRE BB
Electronic Conductive Printed EbEE
calculators silicon rubber rcut Other W o
and organisers keypads hoards operations Eliminations Consolidated
T T FET T FET T
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
6] REVENUE
NBBE External sales 408214 171,188 148,163 46,690 - 774,255
ki Inter-segment sales 9,825 11,137 8413 - (44375) -
pikd Total 418,039 182,325 171,576 46,690 (44,375) 774,255
ES RESULT
RE Segment result 30917 1497 3,035 (3307) - 32,142
AARZEBRA Unallocated other income 165
AW LERR Unallocated corporate expenses (1538)
BERA Finance costs (3,556)
E(EMERRH Share of result of an associate 8376
BEEREHA Negative goodwil released to
income 726
BIELEREQT Gain on deemed disposal of
Ealia interest in an associate 22,568
BRAER Profit before taxation 58,883
fiE Taxation (8637)
AEERF Profit for the year 50,246
—EEREER
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5. XK RibigoIBER @ 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)
REKE S - (F) Business segments: (continued)
2004
(E751)
(restated)
EFiER BEE Ik
G BBk EER
Electronic Conductive Printed EEE
calculators silicon rubber dreuit Other A &4
and organisers keypads boards operations Eliminations Consolidated
AT AL T ThL T AT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$:000
&% ASSETS
PHEE Segment assets 357646 141,015 94,169 2,047 614,877
AAMLCEAE Unallocated corporate assets 111,904
FREELE Consolidated total assets 726,781
af LIABILITIES
AHER Segment liabllities 88,380 47,252 41,622 6,978 184,232
AABLGEEE Unallocated corporate liabilties 152,188
FeRBRLR Consolidated total liabilties 336,420
Efrgs OTHER INFORMATION
RENE HER Additions to property, plant and
BY] equipment 28469 2,71 12,379 164 - 68,783
0% BER Depreciation of property, plant
FEE and equipment 24,018 9,348 8,648 763 = 0,11
BiRcEH Amortisation of prepaid lease
payments 45 81 26 - - 559
RERRH Allowance (reversed) recognised
FE(BEER) for obsolete and slow moving
Ea8E inventories (1173) 845 1,102 449 - 1223

REBLEDRE Allowance for doubtful debts 4 1,576 236 - - 1,856
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5. XK RibigoIBER @ 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)
=i iE & 5 Geographical segments:

TEEZEZFPEESMRBEAS « T

EBE R EUM -

REBFERTISIIHZ STAT

Kong, America and Europe.

by geographical market:

The Group’s customers are principally located in Japan, Hong

The following table provides an analysis of the Group’s sales

&3
Revenue
2005 2004
FET F&ET
HK$’000 HK$'000
BB (W ita) Hong Kong (note a) 244,214 285,160
B (KfaEb) Japan (note b) 69,699 95,286
FREE AR M People’s Republic of China,
(BERKRIN other than Hong Kong
(IR E ) ("PRC") 85,134 80,693
BUM Europe 102,294 122,238
ES America 46,269 26,467
H b g M B =R Other Asian countries 84,775 145,071
HAh Others 14,619 19,340
647,004 774,255
Kt - Notes:
(@) BEEHEEBFBMBAMGAERZ (@) The directors believe that a portion of the Group’s sales attributable

EREN I mRBETHMT -

(b) EFHREBATBERNEEZ K (b)
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to the Hong Kong market was subsequently resold to other

markets.

The directors believe that a substantial portion of the Group’s sales

attributable to the Japanese market was subsequently resold to the

European and American markets.



5. XK RibigoIBER @ 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)
RihiG B 0 (F) Geographical segments: (continued)
DEMEENEER ZREMAE - FAFAT The following is an analysis of the carrying amount of
NEZWME  BERERBIZEFTE segment assets at the balance sheet date, and additions to
Bz ot T property, plant and equipment during the year analysed by
the geographical area in which the assets are located:
AEYE  BERERE
SHMEEREE Additions to
Carrying amount property, plant
of segment assets and equipment
2005 2004 2005 2004
(&E31])
(Restated)
FETT FE T FETT FAET
HK$°000 HK$'000 HK$'000 HK$'000
B Hong Kong 295,142 207,821 2,630 381
R PRC 392,562 518,960 36,897 68,402

687,704 726,781 39,527 68,783
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6. HaUgA 6. OTHER INCOME
2005 2004
FET FAETT
HK$’000 HK$°000
(E31)
(restated)
Hablg A B 4F - Other income includes:
HEME  BER Gain on disposal of property, plant
=% 1 W and equipment 3,730 1,264
B A Interest income 1,820 2,265
He A FRE Net rental income - 2,764
SNER RS K0 2 Realised gain on foreign currency exchange
B # IR s forward contracts 1,234 -
7. ®WERA 7. FINANCE COSTS
2005 2004
FET FAET
HK$'000 HK$°000
RS Interest on:
REFABBEEZ Bank borrowings wholly repayable
RITHEE within five years 2,907 2,893
MEEAETNZEMT Obligations under finance leases 715 663
3,622 3,556
—ETHEER
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8. EE¥MRESHES 8.

DIRECTORS’ REMUNERATION AND
HIGHEST PAID EMPLOYEES

(@) EFH : Directors’ remuneration:
Hiti £
Other emoluments
ERER
HeR 5T &K
HnE R Retirement
Salaries benefits
ne and other scheme &5t
Fees benefits contributions Total
FAE T FET FET FET
HK$°000 HK$'000 HK$000 HK$000
2005 2005
HWITES - Executive directors:
k) i Mr. Tong Shek Lun = 1,645 63 1,713
TEBLAE Mr. Li Ka Fai, Fred - 1,044 = 1,044
SEELZ L Ms. Ko Lai King, Kinny - 1,028 35 1,063
EEmaZ Ms. Chung Wai Yu, Regina - 1,224 64 1,288
= 4,941 167 5,108
ERITES : Non-executive directors:
FEBREE Mr. Lee Kwok Leung 120 = = 120
HBREE Mr. Yang Yiu Chong,
Ronald Jeffrey 120 - - 120
240 - - 240
BUIFHITES : Independent non-executive
directors:
RREEE Mr. Sun Yaoguan 120 = = 120
SR E Mr. Goh Gen Cheung 120 = = 120
BR & X S Mr. Chan Ho Man 33 - = 33
BEREE Mr. Tsao Kwang Yung, Peter 40 - - 40
313 - - 313
E= R Total remuneration 553 4,941 167 5,661
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8. EEFMEERSEFEES @ 8. DIRECTORS’' REMUNERATION AND
HIGHEST PAID EMPLOYEES (conTINUED)
(@ ZTE-EFHM : (&) (@)  Directors’ remuneration: (continued)
HihE &
Other emoluments
EARER

HFeR B R
H th 38 F Retirement

Salaries benefits
ne and other scheme &5t
Fees benefits contributions Total
FE T FET FET FE T
HK$°000 HK$'000 HK$'000 HK$000
2004 2004
BWITES : Executive directors:
Ei5E T E Mr. Tong Shek Lun = 1,570 61 1,631
TEEBAELE Mr. Li Ka Fai, Fred = 1,466 61 1,527
SEELZ L Ms. Ko Lai King, Kinny - 963 28 991
ERRE T Ms. Chung Wai Yu, Regina - 1,166 58 1,224
- 5,165 208 5,373
ERITES : Non-executive directors:
FEBREE Mr. Lee Kwok Leung 120 = = 120
HBREE Mr. Yang Yiu Chong,
Ronald Jeffrey 120 - - 120
240 - - 240
BUIFHITES : Independent non-executive
directors:
RRE2EE Mr. Sun Yaoquan 120 = = 120
BB E Mr. Goh Gen Cheung 120 = = 120
BERLEE Mr. Tsao Kwang Yung, Peter 120 - - 120
360 - - 360
E=a R Total remuneration 600 5,165 208 5,973
—EEREER
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8. EEFMRESFEE »® 8. DIRECTORS’ REMUNERATION AND
HIGHEST PAID EMPLOYEES (CONTINUED)
(@) ZTEEFHM : (&) (@)  Directors’ remuneration: (continued)
RWEFEE  AEEBMEST No emoluments have been paid by the Group to the
FEHMIER I AR AR directors as an inducement to join or upon joining the
EEF R BEE WA Group or as compensation for loss of office and no
R SRR - directors have waived any emoluments in both years.
b) EZ=%HEE : (b)  Highest paid employees:
AEBZzRAUKZSHEEBHE The five highest paid employees of the Group include
iz (ZEZTWF : WmWh) AR four (2004: four) executive directors of the Company,
AIMITES @ BREZHMNFS details of whose emoluments are included above. The
HREX - HBA— (ZFTHW remuneration of the remaining one (2004: one)
F: D) ALTZHMAT - individual was as follows:
2005 2004
F#ET FAETT
HK$°000 HK$'000
e REMEF Salaries and other benefits 1,032 951
ROKAE T 58 L3R Retirement benefits scheme contributions 43 32

1,075 983




RREXSEETRAR
Karce International Holdings Company Limited

9. BER®ATEF 9. PROFIT BEFORE TAXATION
2005 2004
FET F&T
HK$°000 HK$'000
(&7%1)
(restated)
Br 7 B i A 48 1 BR Profit before taxation has been arrived at
T3EEBEE - after charging (crediting):
% SR B & Auditors’ remuneration 1,335 580
E (ffata) Depreciation (note a) 33,376 42,777
TE 5 10 & 2 8 Amortisation of prepaid lease payments 437 559
RRE G Allowance for doubtful debts 6,063 1,856
fRE RFHTERE Allowance for obsolete and slow moving inventories 2,797 1,223
B BB (f1ath) Staff costs (note b) 123,888 134,836
WEMEZFHSRKA Net rental income from investment
(Htztc) properties (note c) (6,767) =
KEMESEHEE Operating lease rentals 1,543 1,585
HNBE &5 18 0F B8 Net foreign exchange losses 1,977 904
HiaE - Notes:
2005 2004
FETT FET
HK$’000 HK$'000
(&%)
(restated)
(@ W% BERZMEZHE : (@  Depreciation of property, plant and equipment:
RKEEE Owned assets 29,047 38,848
RMEREEE Assets held under finance leases 4,329 4,191
33,376 43,039
W RAEReEE Less: Amount capitalised in moulds - (262)
33,376 42,777
(b) EERA (b) Staff costs:
EE=Me (F7:78) Directors’ remuneration (Note 8) 5,661 5,973
H At g B KA Other staff costs 118,227 130,008
123,888 135,981
B RAER e Less: Amount capitalised in moulds - (1,145)
123,888 134,836

(0 BEMEZFHEHSKA (c

Net rental income from investment properties:

KEMEZBRES WA Gross rental income from investment properties (7,095) -
B FRNEERSBAZ Less: Direct operating expenses from investment
KREMEZEE properties that generate rental income
BRI X during the year
328 -
(6,767) -
—ETRFFR

Annual Report 2005



10. #IH

10. TAXATION

EEFIB B A L2 (it A8 R B
WR - X175% B R E (CFEM
4 17.5%) © FREDREFEHIVES
ABEH -

REBMPNHBREEZHBAREER
FEAFEETHBERREE -

FERBEZHMBAR R ZEHREE
B NEEENFERBEMF RS
REBR=FHORERERF - ERR
BiHRE - B AR Z B A HER
MEFRHERT0%  EMEHXE
AR 250% - MK BEES 2 —H
WEBARRBZE_ZTERF+_-_A=
T-BRLEFEFHMBARR °

2005 2004
FET FE T
HK$000 HK$000
(&3
(restated)
MIEXZ HBE The charge comprises:

BEBEFER Hong Kong Profits Tax 2,160 2,659

FECEMER : PRC enterprise income tax:
KEE Current year 3,047 5,800
T EE B Overprovision in prior years (2,595) =
2,612 8,459
FEIERLIA (ff2£30) Deferred taxation (Note 30) (1,881) 178
731 8,637

Hong Kong Profits Tax is calculated at 17.5% (2004: 17.5%)
of the estimated assessable profit for the year. PRC enterprise
income tax is calculated at the rates prevailing in relevant
region of PRC.

The Group's subsidiaries operating in the PRC are eligible for
certain tax concessions for the year.

The subsidiaries in the PRC are generally granted a tax
holiday of a 2-year exemption followed by a 3-year 50%
reduction in income tax rate commencing from the first
profit-making year. Upon expiry of the tax holiday, if the
export sales of the subsidiaries exceed 70% of the total sales
for the year, the entities are entitled to a 50% reduction of
the income tax rate and one of the subsidiaries in the PRC
enjoyed this reduction for the year ended 31 December
2005.
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10. BIE ()

RAFERN @ FEBEERATEH
A R A A A B RR R

10. TAXATION (CONTINUED)

follows:

The taxation charge for the year can be reconciled to profit
before taxation per the consolidated income statement as

2005 2004
FET FET
HK$’000 HK$000
(&%)
(restated)
R B4 Al A Profit before taxation 28,767 58,883
LTS B R 27%5t B 2 FIH  Tax at income tax rate of 27%
(ZZEZTWEEF : 27 %) (2004: 27 %) 7,767 15,898
5T 5 FE SR B F R N Al Tax effect of expenses not deductible for
MM 2T 2T & tax purposes 468 3,892
BT E PR TR B R Tax effect of income not taxable for tax
BHZBWAZR BT E purposes (2,836) (9,072)
RERBE BB E Tax effect of tax losses not recognised 3,254 2,459
FEAG B = A ) A Tax effect of share of result of an
2RISR associate 1,472 (2,262)
i N El R 9 Bl &I Tax effect of undistributed earnings of
LRI an associate (1,582) 302
RERAMB 2 ERER Tax effect on deductible temporary differences
2T 2 not recognised - 620
HEBHEAEMEH Income tax at concessionary rate (4,898) (907)
AR M ARER 2 T8 Utilisation of tax loss not previously recognised (662) (594)
H b [ 5= B b 2 Effect of different tax rates of group entities
TRME 2 & operating in other jurisdictions 30 (1,395)
HAt Others 313 (304)
FFEZEEEE Overprovision in respect of prior years (2,595) =
FEMEXH Taxation charge for the year 731 8,637

PR ANER (B2 3 B EETE AR BIETT
HEAERZPBEEEMGHRE -

EIET A B EFIEE N I 5E30
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As the majority operations of the Group are carried out in the
PRC, the prevailing PRC enterprise income tax rate is used.

Details of deferred tax liabilities are set out in Note 30.



1. RE 11. DIVIDENDS
2005 2004
FEBT F#&L
HK$’000 HK$'000
RE - =TT M Final, paid in respect
Btz BB — 1Al of 2004 - HK1 cent
(ZZTZ =% : 05%l)  (2003: HKO.5 cent) per share 5,508 2,754
31593@ ??i?)ﬁ — &1l  Final, proposed — HK1 cent
ZEETME 1) (2004: HK1 cent) per share 5,508 5,508

BEFRERIRERPEEZ.08( -
BB ARBRRERBFAE £
HEE o

12. SREF 12.

AR E BB E ARG BERESNR
BERN DR T BUEE -

The final dividend of HK1 cent per share has been proposed
by the directors and is subject to approval by the shareholders

in annual general meeting.

EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share

attributable to the ordinary equity holders of the parent is

based on the following data:

2005 2004
FET FET
HK$’000 HK$°000
(E3))
(restated)
BRErEGRERAT Earnings for the purposes of basic earnings
2B per share 28,036 53,353
BENF ABEERE Effect of dilutive potential ordinary shares of
Epclid-2 - an associate:
AMRESRBRT Interest income on convertible debentures and
B & N A 2 BB WA advance to an associate (595) (227)
REEE & AT Adjustment to the share of result of
2 E R B A R e an associate based on dilution of its
R =N .-l earnings per share 184 7
et B G IR #E & T Earnings for the purposes of diluted earnings
Z&?‘FIJ per share 27,625 53,133
ARFTEERER Weighted average number of ordinary shares for
R E B F 2 hnE 9 the purposes of basic and diluted earnings
I m AR AR K per share 550,776,000 550,776,000
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12. SRER @ 12. EARNINGS PER SHARE (CONTINUED)
BT BREEEE Impact of changes in accounting policies
RERN - RNEE 2 S BEREEEFut Changes in the Group’s accounting policies during the year
RHfeF2 e B _TTAR_ZFF are described in detail in note 2. To the extent that those
MEFREMmFEE s Eems - HEM changes have had an impact on results reported for 2005
ERERBFNSEIPEXNTZE - Tk and 2004, they have had an impact on the amounts reported
18R 31l 359 9 AR L AN I S R R 3 K 2 52 for earnings per share. The following table summarised that
£ impact on the basic earnings per share and diluted earnings
per share:
2005 2004
A JEA
HK Cents HK Cents
BREARAT Basic earnings per share:
AEAHF Figures before adjustments 5.33 9.88
B ERREPREL Adjustments arising from changes in
< T accounting policies (0.24) (0.19)
M2 K, B As reported/restated 5.09 9.69
5 18 E 2 F| Diluted earnings per share:
AR T Figures before adjustments 5.26 9.84
B REEHMEE Adjustments arising from changes in
2R accounting policies (0.24) (0.19)
mERHE5 As reported/restated 5.02 9.65
R AP W G 2 M SR AR Al (R SR T (8 The Company did not have any outstanding share options in
AR A - both years.
—ETREER
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13. REYE 13. INVESTMENT PROPERTIES
FH&L
HK$000
AF{E FAIR VALUE
RZZFETEMFEF—-—A—ARK As at 1 January 2004 and 31 December 2004 -
—ZETNFE+=-_RA=+—H
R - BERREER Transferred from property, plant and equipment 56,191
FR A 7 & 8 B Transferred from prepaid lease payments 5,288
ME 5, 38 B Exchange adjustment 871
NFER D Decrease in fair value (1,109)
R-ZZZRF+_-HA=+—H Asat31 December 2005 61,241

KEMETINFRZTPREERE -
WARBKLEHERN -

AEEKREMER_ZZRAF+-A
=+ HZRAFETIIREARSE E I &
BE B A EREEMERMSE—K
FRAEFGEREXERBRAFRN
ERETEEZIEEER - F—KF
BENGEREXEMERARLE
BHEMSPEEE  BEEZEEE
BEA RO AR B X EE
&R - BRRGEBETENEME
BYREMLERER  W2ERLUYER
SEEZTHBIEE -

NEEMEYEE R IZEEEOR
BURERES - A EAEEMS -
MAAFERAGE  EHBRIIE
WEYE -

The investment properties are held under medium-term
leases in the PRC and are rented out under operating leases.

The fair value of the Group's investment properties at 31
December 2005 have been arrived at on the basis of a
valuation carried out on that date by Savills Valuation and
Professional Services Limited, independent qualified
professional valuers not connected with the Group. Savills
Valuation and Professional Services Limited are members of
the Hong Kong Institute of Surveyors, and have appropriate
qualifications and recent experiences in the valuation of
similar properties in the relevant locations. The valuation,
which conforms to Valuation Standards on Properties of the
Hong Kong Institute of Surveyors, was arrived at by reference
to market evidence of transaction prices for similar properties.

All of the Group’s property interests held under operating
leases to earn rentals or for capital appreciation purposes are
measured using the fair value model, classified and accounted
for as investment properties.
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14. Y% - MERKRE

14. PROPERTY, PLANT AND EQUIPMENT

G £ER
EEN-SUES BE-  BOZRE
£  MERER  Furniture, ERIR
Leasehold Plant, fixtures 7 Z Construction
#F improve- machinery and office Motor in ag
Buildings ments and moulds equipment vehicles  progress Total
FAT FAT FHT FHT FHT FAT FAT
HK$'000  HK$'000 ~ HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
BAERME COST OR VALUATION
RZZZME As at 1 January
—A—H 2004
U] - as originally stated 187,393 3,394 200,337 21,238 8,232 223 420817
~ S HEEEE  —effectof changesin
24 accounting policies ~ (31,215) = = = = = (31,215)
o ER] - as restated 156,178 3,394 200,337 21,238 8,232 223 389,602
RE Additions 11,302 15 48,720 3,187 526 5,033 68,783
ENSB Reclassification = = 163 178 = (341) =
& Disposals = = (8,488) (2,968) (1,126) = (12,582)
Bff Revaluation 10,063 = = = = = 10,063
R_ZENEF As at 31 December
+-B=t+-"H 2004 177,543 3,409 240,732 21,635 7,632 4915 4553866
Rk Exchange adjustments 2,31 - 4,230 278 9 4 6,959
NE Additions 69 175 26,565 4110 3,127 5,481 39,527
ERBREANE Transfer to investment
properties (56,191) - - - - - (56,191)
EX bk Redlassification 3,357 = 3,130 (252) = (6,235) =
HEMB R A On disposal of a subsidiary (10,500 (1732 (17,852 (1,853) (359) = (32,296)
Hitdi & Other disposals = @01)  (26,732) (1,182) (1,506) = (29,821)
Bff Revaluation (5,259) = = - - = (5,259)
R-_ZEZTHEF As at 31 December
+-A=+-H 2005 111,330 1,451 230,073 22,736 8,993 4202 378,785
—ETREER
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14. Y% - BEKRE @

14. PROPERTY, PLANT AND EQUIPMENT

(CONTINUED)
B RER
RENE BE-  BOZERG
%6  HBEREZ  Furniture,
Leasehold Plant, fixtures & Construction
#F improve- machinery and office Motor L4
Buildings ments and moulds equipment  vehicles Total
FET FET FET FET FET FET
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
COMPRISING:
At cost - 1,451 230,073 22,736 8,993 267,455
B-TZRFEMAE  Atvaluation - 2005 111,330 - - - = 111,330
111,330 1,451 230,073 22,736 8,993 378,785
DEPRECIATION AND
IMPAIRMENT
As at 1 January
2004 - 2,679 102,386 11,823 6,822 123,710
Provided for the year 7,586 392 30,041 3,981 1,039 43,039
Eliminated on disposals - - (5,197) (1,098) (1,012) (7,307)
Eliminated on revaluation (7,586) - - - - (7,586)
As at 31 December
2004 - 3,071 127,230 14,706 6,849 151,856
Exchange adjustments - 2 2,613 206 91 2912
Provided for the year 8,333 17 21,904 2,151 871 33,376
Eliminated on disposal
of a subsidiary - (1,407) (5,254) (987) (346) (7,994)
Eliminated on other
disposals - (401) (12,827) (849) (1,506) (15,583)
Eliminated on revaluation (8,333) - - - - (8,333)
As at 31 December
2005 - 1,382 133,666 15,227 5,959 156,234
CARRYING VALUES
As at 31 December
2005 111,330 69 96,407 7,509 3,034 222,551
As at 31 December
2004 177,543 338 113,502 6,929 783 304,010
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14.

M- BMERSRE ®
Ltz - BMEMERETFIRUAT
L RAEGRERITE -

EF 5%
HEMEEE 25%

WE - HBRRER 12.5%-25%
FRfFh - HBEBRBHAE  25%
JTE 25%

AEBEFR_ZETRAF+ A=+
— B2 AF{E TR BN & [ 3 4 78 8
ZEUEERBEMBEME —KNEH
HHTHEREEBERERATNE R
HEITHEZEREER - F—AKFRHE
B ERBEEEMBR AR THE B
EfMZ2ees  HAEEERERT R
TEAMERA L BRI E B E K -
BRESNESMBS L 2 WEME
LERET 2 EEDERITEEBK AN
HEEHRIT c AHEAZEHFREBO A
2,850,000% v (= T = U & :
18,272,000/ 7T) K& #1224,0007% 7t (=
TENF : B{HEAL623,000%87T) -
WESRFABESGHHERESIE
I o

MZEEFREER - FIRELKAN
MBI E ZEETE - HEENA
71,948,000 ;v (= T = /0 4F :
115,303,000 7T) ©

RZZEZERF+ZA=+—8 " BIK
MEMERABESLOMFZUE - K
5 X% 5% 2 BRHE F E 425,143,000
7T (ZZTZTPY4E : 28,682,000/ 7T) °
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14. PROPERTY, PLANT AND EQUIPMENT

(CONTINUED)

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

Buildings 5%

Leasehold improvements 25%

Plant, machinery and moulds 12.5% - 25%
Furniture, fixtures and office equipment 25%

Motor vehicles 25%

The fair value of the Group’s buildings at 31 December 2005
have been arrived at on the basis of a valuation carried out
on that date by Savills Valuation and Professional Services
Limited, independent qualified professional valuers not
connected with the Group. Savills Valuation and Professional
Services Limited are members of the Hong Kong Institute of
Surveyors, and have appropriate qualifications and recent
experiences in the valuation of similar properties in the
relevant locations. The valuation, which conforms to Valuation
Standards on Properties of the Hong Kong Institute of
Surveyors, was arrived at using a depreciated replacement
cost basis. The resulting revaluation surplus of approximately
HK$2,850,000 (2004: HK$18,272,000) and HK$224,000
(2004: revaluation deficit of HK$623,000) has been credited
to asset revaluation reserve and consolidated income
statement, respectively.

If the buildings had not been revalued, they would have been
included at historical cost less accumulated depreciation of
approximately HK$71,948,000 (2004: HK$115,303,000).

As at 31 December 2005, the carrying value of property,
plant and equipment included an amount of approximately
HK$25,143,000 (2004: HK$28,682,000) in respect of assets
held under finance leases.



15. ESHEE 15. PREPAID LEASE PAYMENTS
2005 2004
FET FE T
HK$’000 HK$'000
(E751)
(restated)
AEBEZEMNAEHABRIE  The Group’s prepaid lease payments comprise
PHEIFAEREE 2T K leasehold interest in land and land use rights
T EREAKIAT held under medium-term leases as follows:
REBZHE L Leasehold land in Hong Kong 5,006 5,126
R B 2 b {5 R Land use rights in the PRC 13,206 18,536
18,212 23,662
ARWMEENMANE Analysis for reporting purposes as:
EREEE Non-current asset 17,775 23,103
mBEE (Fa221) Current asset (Note 21) 437 559

18,212 23,662
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16. =& 16. NEGATIVE GOODWILL
FET
HK$000
ER ] GROSS AMOUNT
RZZZMFE—-HF—H As at 1 January 2004 1,868
#iE Addition 2,821
ﬁé:ﬁﬁv_ﬂiwL—ﬂ:wL—El As at 31 December 2004 4,689
SHBREYH I LE Effect of change in accounting policies — derecognised
— RN B S B 7% s upon adoption of HKFRS 3
R FIRETBER (4,689)
R-_ZZRF—H—H8 (F%) Asat1 January 2005 (restated) and
=TT RF+=-H 31 December 2005
=+—H -
L AETL N RELEASED TO INCOME
R-ZZEEME—HF—H As at 1 January 2004 748
REZ# D Released for the year 726
R-_ZTZTPME+—-—H=+—H Asat31 December 2004 1,474
EHBREXEH I LE Effect of changes in accounting policies — derecognised
— RN E BB S Wm S upon adoption of HKFRS 3
ZE R 58 35% 12 T e 3R (1,474)
R=ZZZRF—H—A8 (Z%]) Asat1 January 2005 (restated) and
RZZTZERF+TA 31 December 2005
=4=E =
REE CARRYING VALUE
R-ZZEZRAF+_HA=1+—H Asat31 December 2005 =
RZZZENMF+=F=+—H Asat31 December 2004 3,215

R-ZZMF+=-—A=+—HA - &
P T A H AOAR B R Rt Al £

FHINB -
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five years.

Prior to 31 December 2004, negative goodwill was amortised
using the straight-line method over its estimated useful life of



17. BE QA THER INTEREST IN AN ASSOCIATE
2005 2004
FET FET
HK$’000 HK$°000
PMEEEFE Share of net assets - 40,243
LTEEARER —= Loan and advance to an associate repayable
MEMERZER between one to two years
Ko 258 - 70,984

RZZEZTWPF+_A=+—8 ' &&
[ 3% A Ascalade Communications Inc.
(TACI) BT A 4930.8% 2 #Eas ©
ZARRINERGEMA L - 53 R E
BRAANEEFREZKLENER IR
At BEREEEL

M — & A R 2 BER R B RA
R K D B R BIRTT R 7B
MEBENEGE - ERRBRMA
A B A ZI RACIEETTACIE ) - AT
BESERBEERZRE -

R-ZZETHF=A  AEEHEEE
#)39,459,000/% 702 84 & T ACI
DA ER R 8 B ITACI IR 1D - A E
RACIZ EmEMIZINE31% ° 5
S 7N £ B % BR E 1 432,120,000
TCZBREE T ACI - LARELEE1T5,009
& B 2 ACIF] AR B 5 R iR AL FE RE o
ZEARRES RRREFEEE BN
EEET LB IFE=T - HEER
R BRI R & AT AR (B 55 I iR AR
BB ENRART ST RENA
=tBHZBE® -

N—ZBERENA - ACIZERDR %
MEBHFR S LT o IBRIEBEACIZ R
L& - AEBRACIZEZE B
39.1% ML E19.2% AL - AEE
RACIZ =B H| AR B ERE (H
FE18) - AEBRACIZ R BE
AR B & 25 F) 491,106,000 7T °

Al

As at 31 December 2004, the Group had a 30.8% interest in
the issued share capital of Ascalade Communications Inc.
("ACI"), a company incorporated in Canada which together
with its subsidiaries are engaged in the design, manufacture
and sale of electronic and wireless telecommunication products.

The loan and advance to an associate was unsecured and
bear interest at LIBOR and prime rate, respectively. The loan
and advance plus accrued interest can be assigned to ACI in
consideration of the issuance of ACI’s shares, convertible
debentures and warrants.

In March 2005, the Group assigned the loan with carrying
value of approximately HK$39,459,000 to ACI in exchange
for the allotment and issue of ACl's new shares and,
accordingly, the Group’s interest in ACI has increased to
39.1%. In addition, the Group assigned the advance with
carrying value of approximately HK$32,120,000 to ACI in
exchange for the issue of 5,009 units of convertible
debentures and warrants of ACI. These convertible debentures
and warrants were subsequently sold by the Group to an
independent third party. Details of the assignment of the loan
and advance, and the disposal of the convertible debentures
and warrants are set out in a circular of the Company dated
30 June 2005.

In June 2005, the share of ACI were listed on the Toronto
Stock Exchange. Pursuant to the listing of ACl's shares, the
Group’s interest in ACI has decreased from 39.1% to 19.2%.
Accordingly, the Group’s interest in ACI has been classified as
an available-for-sale investment (Note 18). The reduction of
the Group’s interest in ACI has resulted in a gain on deemed
disposal approximately HK$1,106,000.
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18. AIHHERE 18. AVAILABLE-FOR-SALE INVESTMENT
2005 2004
FET FAETT
HK$’000 HK$°000
BHINEMERES Equity securities listed in overseas,

BAFEE at fair value 95,345 =
ZIERE B EBERACIE BT The investment represents the Group’s interest in the issued
ZHEm o R TEERAF T _A=1+— share capital of ACI. As at 31 December 2005, the Group
B AEEFEACIZ14.7%ES © % held a 14.7% interest in ACI. The fair value of the securities is
EFJBHZ2AFETIEENFT®ME based on quoted market prices.

19. &S 19. CLUB DEBENTURE
EEHIZRAEERSS AR —H The club debenture represents entrance fee paid to a golf
SRARKREEMNZASE - club held on long-term basis.
20. & 20. INVENTORIES
2005 2004
FET FAETT
HK$'000 HK$'000
R Raw materials 41,470 64,439
E8m Work in progress 10,797 12,052
LK an Finished goods 20,598 36,480
72,865 112,971
—ETREER
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21. ESZ R EAMERFIR 21. TRADE AND OTHER RECEIVABLES

AEFEETHESEF FH60H 2 The Group allows an average credit period of 60 days to its
ZEH - trade customers.
BORBRIBZRESITAT : An aged analysis of trade receivables is as follows:
2005 2004
FET FAET
HK$°000 HK$'000
(E31)
(restated)
E 5 EWE Trade receivables 112,069 132,106
B REREE Less: Allowance for doubtful debt (7,136) (3,256)
104,933 128,850
H h g U 518 Other receivables 7,936 10,599
EEE Prepaid lease payments 437 559
113,306 140,008
AREIHAK B EI0— 30H Not yet due or overdue within 30 days 78,097 90,301
#@HEI31—60H Overdue for 31-60 days 12,512 17,156
EHEI61—90H Overdue for 61-90 days 5,797 10,903
BEAFA B 90H Overdue for more than 90 days 8,527 10,490
104,933 128,850
22. FEURERE N BIFIE 22. AMOUNT DUE FROM AN ASSOCIATE
ZRIEAERE - B RERFRE The amount was unsecured, interest free and was fully repaid

HEE -

during the year.
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23. FEWWEEE N T FE 23.

ZARERACIZINBARMRE - &
EER  2ERR-—FAEE -

24. HtMHEE 24.

HH B EESEBW R RIRITA
FERRE - |RITEFRBRESEBEAE
EAFAEREHRAS=EAHIATZ
REeZREEELAFERS

25. EZREMENKE 25.

ENESFIAZRESTAT

AMOUNT DUE FROM A RELATED
COMPANY

The amount is owed from a subsidiary of ACI and is
unsecured, interest free and repayable within one year.

OTHER FINANCIAL ASSETS

Other financial assets include bills receivable and bank
balances and cash. Bank balances and cash comprise cash
held by the Group with an original maturity of three months
or less. The directors consider the carrying amount of bills
receivable and bank balances and cash approximates their fair
values.

TRADE AND OTHER PAYABLES

An aged analysis of trade payables is as follows:

2005 2004
FET FET
HK$'000 HK$°000
RE|HAsk B EA0—30R Not yet due or overdue within 30 days 51,635 74,908
BHI31—60H Overdue for 31-60 days 15,785 15,909
EHEI61—90H Overdue for 61-90 days 6,069 10,829
B HEREBA90H Overdue for more than 90 days 8,298 7,517
81,787 109,163
H b fE W R IR Other payables 61,824 72,369
143,611 181,532

—ETHEER
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26. BHEMHESEE

REEE
Minimum
lease payments

26. OBLIGATIONS UNDER FINANCE LEASES

RERES2RE
Present value
of minimum
lease payments

2005 2004 2005 2004
FET FAET FET FAET
HK$’000 HK$'000 HK$000 HK$'000
R &M & 2 ER Amounts payable under
FIH ¢ finance leases:
—F R Within one year 6,789 10,142 6,573 9,662
FZEERF In the second to fifth year
(BEEMEBEEEAN)  inclusive 3,899 7,683 3,787 7,533
10,688 17,825 10,360 17,195
B BB E KA Less: Future finance costs (328) (630) - =
HEETZRE Present value of lease
obligations 10,360 17,195 10,360 17,195
B AR —EANEE  Less: Amount due within
WEHARE B E one year shown under
Z3RIE current liabilities (6,573) (9,662)
R—F%EE A Amount due after one year 3,787 7,533

AEBZBRAEUBERESTHRE
M98 - HBEBFHE=F - &
FEFHEREEERAE3.25% ° X
TREIMNEHzBEE  NFEE
1.93%%E533% ° FTEFE 2 KIEY
AT HAEE -

It is the Group’s policy to lease certain of its plant, machinery,
and motor vehicles under finance leases. The average lease
term is three years. The average effective borrowing rate was
3.25% for the year. Interest rates are fixed at the contract
date ranging from 1.93% to 5.33% per annum. All leases
are on a fixed repayment basis.
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27. SRITEE 27. BANK BORROWINGS
2005 2004
FET FAETT
HK$’000 HK$°000
RITEE B Bank borrowings comprise:
SRITER Bank loans 47,500 73,302
ERlEE R Trust receipt loans - 14,065
|ITHEX Bank overdrafts - 800
47,500 88,167
RITBEZEXH The bank borrowings are repayable as follows:
AT
R—FAEE Within one year 23,000 55,667
R—FRrEMFANEER Between one to two years 18,500 20,000
RAFEBERAFRNEE Between two to five years 6,000 12,500
47,500 88,167
W AR —FAEE Less: Amount due within one year shown
HARBAEEF under current liabilities (23,000) (55,667)
2 HIA
R—FRERZNIA Amount due after one year 24,500 32,500
REBEZRITEBERN F2.25%F The Group's bank borrowings carry interest ranging from
5.92% (ZZZWNF : 1.75%%5.73%) 2.25% to0 5.92% (2004: 1.75% to 5.73%). All the bank
R -R_ETAF+=-_A=+—H borrowings as at 31 December 2005 are unsecured. Certain
FrERITIEEREEM - R-_ZT= bank borrowings as at 31 December 2004 are pledged on
F+ZA=+—HZzETRITEENU assets of the Group and details are disclosed in note 38.
AEEEEFEEMN - GEFIBENTE
38K EE -
EERARITEEZRASREEAN The directors consider that the carrying amount of bank
FEMEE - borrowings approximates their fair values.
—ETREER
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28. IR 28. SHARE CAPITAL
BAEE k-
Number of shares Amount
2005 & 2004 2005 & 2004
A&
HK$'000
JETE ¢ Authorised:
BROIBITZEBR Ordinary shares of HK$0.1 each 2,000,000,000 200,000
BEEITEAR : Issued and fully paid:
BRI TT 2 EEKR Ordinary shares of HK$0.1 each 550,776,000 55,078

29.

AR ER

AR =ZZEE_FRHA=-TILHEE
NEREEAR MR B ([FRABARFESTEL) -
Bt  EFgRREERSEERD
RIBAHE - BREARRRENEBE AR
ZRENESURBAAGRKRMD - R
BT E T BERMN B R+ FE
BMRER - HEETEBEEITEMR
B AR A o

ITIEAR IR R EB AR A 5T & ] AR A R ER AR
ZH M EIE 2 Fr A s R ITERE

RRAEF BEBE 1T 2 IR 1D B E - TBHBA
ERIFEEAR B BEITIRMD Z230% °
RIRRIEAR T E R AR AR 2 H
5T &I ] BE IR ) 2 SRS AR 2 A RE AR
DB SRIBRMA AR FE %
TTRRAD 4 BH10% © A] BE M fEfr] A 3%
172 RIBIRHE 2 BRI LTS8
BREM+ @A HEARRARE T
BEAD 2 1%

EE AR D RBREANRE
178 7T ° BB AR ] 3 AR 5 5 R

Mo A A - 2R ERBRER
K EHA N RS A ik B HAR AT+
(AT E R2E) BIFTTE - 1TRETD
RARRESEE @ W MERRE
BCAESR HH B BRI IR BB 32 P 2 T (B
ZERBRERE BB AERSHE
FSC 3 A g 22 BT < 39 W 7 M8 e B A TN B
ZB=E o

B 72 B8 A HE 51 B JE ER A% DA ZR B AR IR
REE A B R E A RBARE -

29.

SHARE OPTION SCHEME

The Group’s share option scheme (the “Share Option
Scheme”) was adopted on 29 May 2002 under which the
board of the directors may grant options to eligible participants,
including employees and directors, of the Company and any
of its subsidiaries to subscribe for shares of the Company. The
Share Option Scheme is valid and effective for a period of 10
years commencing from the adoption date after which no
further options may be issued.

The number of shares, which may be issued upon exercise of
all outstanding options granted under the Share Option
Scheme and other schemes adopted by the Group, is not
permitted to exceed 30% of the shares of the Company in
issue at any point in time. The total number of shares in
respect of which options may be granted under the Share
Option Scheme and other schemes adopted by the Group in
aggregate is not permitted to exceed 10% of the shares of
the Company in issue at the adoption date. The total number
of shares in respect of which options may be granted to any
individual is not permitted to exceed 1% of the share of the
Company in issue at any 12-month period.

Consideration of HK$1 is payable by the grantee on the
acceptance of option granted. Option may be exercised from
the date of acceptance of the offer of such option to the
earlier of the date on which such option lapses and 10 years
from the offer date of that option. The exercise price is
determined by the directors of the Company, and will not be
less than the higher of the closing prices of the shares on the
Stock Exchange on the date of the grant of the options, the
average of the closing prices of the shares for the five trading
days immediately preceding the date of the grant of the
options and the nominal value of the shares.

No share options have been granted under the Share Option
Scheme since its adoption.
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30. EEHIEEE

30.

REBWR 2 TRIRETIRBERE
RBEREBEFENZEBFIEN

DEFERRED TAX LIABILITIES

The major deferred tax liabilities recognised by the Group and
movements thereon during the current and prior years are as

T ¢ follows:
33 B 18 BE AR Z
e BFEMH RKOWEER
Accelerated  Revaluation Undistributed
tax of  earnings of wEE
depreciation buildings associate Total
FéT Fi& T Fi& T F& T
HK$'000 HK$000 HK$'000 HK$'000
RZZEZWE—-H—H As at 1 January 2004
e — as originally stated 124 16,140 - 16,264
—BHREEH I HE — effect of changes in
accounting policies - (3,378) - (3,378)
—mE5| ~ as restated 124 12,762 = 12,886
Yo R B i A A M 2 A Arising on acquisition of
an associate - - 1,737 1,737
TERE S R Charge to equity = 4,940 = 4,940
FEWRABR (GFA) (Credit) charge to income (124) = 302 178
NZETMEF As at 31 December 2004 - 17,702 2,039 19,741
+TZRA=+—H
TERE S R Charge to equity = 793 = 793
EWAEA Credit to income - (299) (1,582) (1,881)
ERFE Exchange adjustments = 402 = 402
RIBRIEL & Reversal pursuant
it N AR 2 1 2 ) to deemed disposal of
interest in an associate - - (457) (457)
R-ZZTZRF As at 31 December 2005 - 18,598 - 18,598
+-—RA=+—8
RIZEZRF+_A=1+—H &% As at 31 December 2005, the Group has unused tax losses of
= A LA 8 B 12 E R B Al 2 R A B approximately HK$29,004,000 (2004: HK$27,518,000)
T8 518 #929,004,000%8 7T (ZZ Z P available for offset against future profits. No deferred tax
F : #927,518,000/8 7T) © FHAARBETE asset has been recognised due to the unpredictability of
FTHEZERTURF - &R RIELE future profit streams. The losses may be carried forward
HIBEE - BB S EmR AL o indefinitely.
—ETHEER
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31. HEMEB AT

R-ZETAF—AWMA » AEEHESE
=FHEIE  HEHERARRZME
BE2ENBARIRSEEETARA
RI([EE) 22Kk E  REAR
12,000,000/ 7T © X S FFIBER AN A 7]
—EERF A+ ZBEHAR

==

F& o©

REERH  BECEEFENT :

31. DISPOSAL OF A SUBSIDIARY

2005.

On 4 January 2005, the Group entered into an agreement
with a third party to dispose of its entire equity interest in
Dongguan Tehsutec Electronic Company Limited (“DTEC"),
an indirect wholly-owned subsidiary of the Company, at a
consideration of HK$12,000,000. Details of the transaction
are disclosed in a circular of the Company dated 27 January

The net assets of DTEC at the date of disposal was as follows:

2005 2004
FET FBT
HK$000 HK$'000
e cEEFE : Net assets disposed of:
Y - BB R Property, plant and equipment 24,302 -
EE Inventories 10,213 =
B 5 K H b fE U 58 Trade and other receivables 21,209 =
ROTEFERE Bank balances and cash 2,814 =
B 5 RE T IR Trade and other payables (45,442) =
g aE Tax liabilities (1,318) =
RITEE Bank borrowings (1,887) =
9,891 -
IE 5 5 o Exchange reserve released (118) =
9,773 -
&S ke Gain on disposal 2,227 =
wR(E Total consideration 12,000 -
AT A=A Satisfied by:
b1 Cash 8,570 -
AT AE h fE Uk K18 Deferred consideration included in
ZIEER(E other receivables 3,430 -
12,000 -
HEEEZBRESRAFEE  Net cash inflow arising on disposal:
RERE Cash consideration 8,570 =
& 2R{TA4 T RI4E Bank balances and cash disposed of (2,814) =

5,756 =
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31.

32.

33.

HEHB AR @

BN —F AR 2 EBRERE -

RER - BREHSAEEZXEASBE
mEI EERMEATR °

7L

FTEHFREXRS

(@ MNER AEHEJTREHEE
ZHWET AREMREREZE
E R EERAERKEER

PO 4 : 10,465,000 7 JT) °

b)) RFAN AEELHEHWBA
A o R 1{E 493,430,000/ T E
sE A E Ath U R IE o

RRERETE

AEBRK2E _FRTF+ - FF]
S22 58 B M A TE S R B RR 3L 2 98 )
AE2F B ([RESE) RBZER
REHEMED B R 2 B R ARG 8 (5
ERREHEI) - ZEtBIZEERASE
ErzBEIHRE  KBEBIEFEA
2] o FERR M BIE SR BRI A
RNFHEIR R 2 B B Al E IR R
ERAFHEIREERESFE - AW -
AR _ZZTF+_F—HAx2&
MAREEZHE 8 - BILAEDIAR
BeataEl e

FE AR R Z BRI F BRI A
=BG IR AR E 2 R K [AEHE)
XN ZHEFK - HIEERTEERER
HARETR H B SR RET ) - BIDR UM
TR ER G P B IR AN 5= [ 2 2 R e

RERN - RAREFFEZHROE
1,553,000 ST (Z =T W™ F : 4
885,000/ 7T) ° F A2 UMK -

“ZTHEFR
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31.

32.

33.

DISPOSAL OF A SUBSIDIARY (CONTINUED)

The deferred consideration will be settled in cash by the
purchaser within one year.

During the year, DTEC did not have any significant contribution
to the Group’s results nor cash flows.

MAJOR NON-CASH TRANSACTION

(@  During the year, the Group entered into finance lease
arrangements in respect of the acquisition of assets
with a total capital value at the inception of the leases
of approximately HK$5,745,000 (2004:
HK$10,465,000).

(b)  During the year, the Group disposed of its subsidiary
and the consideration of approximately HK$3,430,000
was included in the other receivables.

RETIREMENT BENEFITS SCHEMES

The Group participates in both a defined contribution scheme
which is registered under the Occupational Retirement
Scheme Ordinance (the “ORSO Scheme”) and a Mandatory
Provident Fund Scheme (the “MPF Scheme"”) established
under the Mandatory Provident Fund Ordinance in December
2000. The assets of the schemes are held separately from
those of the Group, in funds under the control of trustees.
Employees who were members of the ORSO Scheme prior to
the establishment of the MPF Scheme were offered a choice
of staying within the ORSO Scheme or switching to the MPF
Scheme, whereas all new employees joining the Group on or
after 1 December 2000 are required to join the MPF Scheme.

The retirement benefits scheme contributions charged to the
income statement represent contributions payable to the
schemes by the Group at rates specified in the rules of the
schemes. Where there are employees who leave the ORSO
Scheme prior to vesting fully in the contributions, the
amounts of the forfeited contributions will be used to reduce
future contributions payable by the Group.

During the year, the retirement benefits scheme contributions
are approximately HK$1,553,000 (2004: HK$885,000). There
was no forfeited contributions.
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33. RETIREMENT BENEFITS SCHEMES (ConTINUED)

34.

As at 31 December 2005, the Group did not have any
forfeited contributions available to offset future employers’
contributions to the ORSO Scheme.

FINANCIAL INSTRUMENTS AND FINANCIAL
RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s major financial instruments include available-for-

sale investment, trade and other receivables, bills receivable,
amount due from a related company, bank balances and
cash, trade and other payables, bills payable and bank
borrowings. The risks associated with these financial
instruments and the policies on how to mitigate these risks

are set out below:

(@)

Credit risk

The Group’s maximum exposure to credit risk in the
event of the counterparties’ failure to perform their
obligations as at 31 December 2005 in relation to each
class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated
balance sheet. The Group’s principal financial assets are
trade and other receivables, bills receivable, amount
due from a related company, and bank balances and
cash.

The Group’s credit risk is primarily attributable to its
trade receivables, bills receivable and amount due from
a related company. The Group is exposed to credit risk
as substantial portion of its revenue is generated from
a limited number of customers. The Group manages its
credit risk by closely monitoring the granting of credit.
The Group also reviews the recoverable amount of
each individual receivable at each balance sheet date to
ensure that adequate allowances are made for
irrecoverable amounts. In this regard, the directors of
the Company consider that the Group’s credit risk is
significantly reduced.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit-ratings.
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34. FINANCIAL INSTRUMENTS AND FINANCIAL
RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONTINUED)

(b)

Market risk

()

(ii)

(iii)

Interest rate risk

The Group’s cash flow interest rate risk is the
impact of rate changes on interest-bearing
financial assets and financial liabilities. Interest-
bearing financial assets are mainly balances with
banks which are all short-term in nature.
Therefore, any future variations in interest rates
will not have a significant impact on the results
of the Group. Interest-bearing financial liabilities
are mainly obligations under finance leases and
bank borrowings. Management monitors interest
rate exposure and considers hedging significant
interest rate exposure should the need arises.

Foreign currency risk

The Group’s have foreign currency sales and
purchases, which expose the Group to foreign
currency risk. Certain trade receivables and trade
payables of the Group are denominated in
foreign currencies. The Group has entered into
foreign currency forward contracts against its
exposure to change of foreign exchange rate.
However, the management monitors foreign
exchange exposure and will consider hedging
significant foreign currency exposure should the
need arise.

Price risk

The Group's available-for-sale investment is
measured at fair value at each balance sheet
date. Therefore, the group is exposed to equity
security price risk. Management regularly reviews
the value of the available-for-sale investment and
recognise adequate impairment loss when
necessary.



34. BT ARMEREEER 34. FINANCIAL INSTRUMENTS AND FINANCIAL
BERBEE @) RISK MANAGEMENT OBJECTIVES AND
POLICIES (CONTINUED)
© 2A¥E () Fair value
AEEFEMBITA(BEES The carrying amount of the Group’s financial instruments
REMEWRIE - EREE - (including trade and other receivables, bills receivable,
FE U BB A BRI RRIE - IRITATT amount due from a related company, bank balances
kiR - B 5 RHMENKIE and cash, trade and other payables and bills payable)
RIEMNER) 2 BIBREERE @ B approximates their fair value due to the short maturity.
IWHEEEHEEAFEES °
RITEERZBH TSRS The bank borrowings are carried at floating market rate
REERHERSEEATE and the carrying amount approximates their fair value
A o to the balance sheet date.
35. AREME 35. CONTINGENT LIABILITIES
2005 2004
F#ET FET
HK$'000 HK$°000
H—HEEEARBAZ Guarantees given to banks in respect of
RITEERRITEL banking facilities utilised by an associate - 101,064
2 A
36. EAAIE 36. CAPITAL COMMITMENTS
2005 2004
FET FAET
HK$'000 HK$°000
HBEDE - BERFZ Capital expenditure in respect of the acquisition
ZEARRZ : of property, plant and equipment:
BEEEEREL Authorised but not contracted for 1,800 =
BEEOBEREE Contracted but not provided for 13,325 1,226
15,125 1,226
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37. REFBFERIE 37. OPERATING LEASES COMMITMENTS
AEBERHEEA The Group as lessee
REEH  AEBAGERER T H As at the balance sheet date, the Group had commitments
MEmZ PAIRGHEEHEMFE S for future minimum lease payments under non-cancellable
FREMHEZ N BEREBESRFER operating leases in respect of office premises which fall due
N as follows:
2005 2004
FET FE T
HK$’000 HK$°000
—F RN Within one year 1,234 433
FEFRF In the second to fifth year inclusive 756 165
(FEMEBREEAN)
AEE Over five years - 21
1,990 619
HERSABREHESRI Y BRE—Z Leases are negotiated for original terms ranging from one to
4 o seven years at fixed monthly rentals.
AEEFEHEHEA The Group as lessor
AREEETYXBIRKEEHEEMRE - Certain of the Group’s properties have been rented out under
WEMHER —ZERFHNEBHEEFAME - operating leases. These properties have committed tenants
for one to five years.
REER  AEBEHEARMBERE As at the balance sheet date, the Group had contracted with
HEFIZEMAT - tenants for future minimum lease payments which fall due as
follows:
2005 2004
FET FAET
HK$'000 HK$'000
—F R Within one year 164 141
E_EFERF In the second to fifth year inclusive 228 319
(EEMERIEEAN)
392 460
—ETHEER
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RZZEZTWPF+—_A=+—8 ' &
=2 A5 E R {E A180,910,000%8 72
T RAEFIE FIRIT - AESE T
AREBZ —MRIBPITHME -

39. BEALTRS
PRER - AR EEAEEY R R

BENEMARRDEEAZE 2B E
RAIREMBRBFZIATRS :

38. PLEDGE OF ASSETS

At 31 December 2004, the Group’s leasehold interest in land
and buildings with carrying value of HK$180,910,000 were
pledged to banks to secure general banking facilities granted
to the Group.

39. RELATED PARTY TRANSACTIONS

During the year, the Group entered into the following
transactions with the associate and its subsidiaries, in which
the Group still had significant influence on its financial and
operational functions and decisions:

2005 2004
FET F & T
XBHE Nature of transaction HK$°000 HK$°000
REBERZHE Sales by the Group 38,783 38,057
NE B E 2 FE Interest charged by the Group 980 2,100
N ER B YER 2 SN A Subcontracting fee income charged
MmITBWA by the Group 7.334 2,537
REBPBMZESBA Rental income charged by the Group 3,565 2,562
7 & B U B 2 B Computer system expenditure charged
ES il by the Group 2,400 3,074
NEBFE ZME - BE  Property, plant and equipment transferred
K& by the Group 15,753 14,103

REAN EFREBEIEERENE

The remuneration of Directors and other members of key

ZEMIOT management during the year was as follows:
2005 2004
FET FE&T
HK$°000 HK$°000
SRR Short-term benefits 2,453 2,453
RRAE H Post-employment benefits 82 82
2,535 2,535

BEERHEMEBZEREKE 25 W&
EFe2REARRETHBEET -

The remuneration of Directors and other members of key
management is determined by the Board of Directors having
regard to the performance of individual and market trends.
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40. B ARIZEHR 40. PARTICULARS OF SUBSIDIARIES
RZEBEZERF+ZA=+—H ' &AQ Particulars of the Company’s subsidiaries as at 31 December
AlZMBARIFFIBEHNT : 2005 are as follows:

BRTR2E
A B 3L BREBRE/ A&E
HER/ HEMER FEfh
E S Nominal value of RAEE
Place of issued and fully Attributable
incorporation paid ordinary equity

ARER or registration/ share capital/ interestheld TE#H

Name of company operation registered capital by the Group  Principal activities

EMEEERAA Bk 27 (R 100%  NER

Champeace Investment Limited Hong Kong HK$2 Inactive

Ordinary shares
China Ample Investments Limited RERAZHE 1% (EEk) 100%  FER
British Virgin Us$1 Inactive
Islands Ordinary shares
SREREERAA BiE 10,0007 7T (% @) 100% ZBHEBERES
(AIBRREERRERAA) Hong Kong HK$10,000 Trading in conductive silicon
Champion Keypad Manufacturing Limited Ordinary shares rubber products
(formerly known as On Shing
Telephone Keypads Limited)

RERMREETERAF HE 103,367,5897% It 100% HERHETFHER
Dongguan Humen Taida PRC (G EAR) EFLEEREBER
Electric Co., Ltd. HK$103,367,589 Manufacture and sale of

Registered capital electronic calculators,
electronic organisers and
related products

REERETERDA HE AR #3,000,0007C 100% BERHEEFAHES -

Dongguan Karce Electronics PRC (G EAR) EFLEEREBER

Co., Ltd. RMB3,000,000 Manufacture and sale of
Registered capital electronic calculators,
electronic organisers and
related products

AP HERERBHRERAA FE 38,000,0007% 7t 100% RERKEEES

Dongguan Shatian Tehsheng PRC (G EA) ERBEM

Silicon Rubber Products Co., Ltd. HK$38,000,000 Manufacture and sale
Registered capital of conductive silicon

“ZTHEFR
Annual Report 2005

rubber products



40. B AR ZER (@ 40. PARTICULARS OF SUBSIDIARIES (CONTINUED)
BETRZY
A B 3L BREBRE/ X5H
HEE/ HEMER 1k
EE3:E Nominal value of RAESR
Place of issued and fully Attributable
incorporation paid ordinary equity
ARER or registration/ share capital/ interestheld TE#H
Name of company operation registered capital by the Group  Principal activities
RERIWEFERAR ([FIL]) HE 26,224,000/ 7T 100% SHERHEDHTRER
Dongguan Tai Shan Electronics PRC (GEfER) Manufacture and sale
Co., Ltd. ("Tai Shan") HK$26,224,000 of printed circuit
Registered capital boards
EREEERAR HERAHES 100% 7T (& BAR) 100%  RAERK
Dragon Spirit Enterprise Limited British Virgin Us$100 Investment holding
Islands Ordinary shares
Habermann Limited RERLES 2% (EBR) 100%  HEAERRK
British Virgin uss$2 Investment holding
Islands Ordinary shares
FREXBERAT Bk 10,0007 7T (& @) 100% HEHEBEBES
Hong Shing Industrial Limited Hong Kong HK$10,000 E5REE
Ordinary shares Trading in and sourcing
of conductive silicon
rubber products
BERETERDA Bk BT (EER) 100%  NEE
Interconn Electronics Limited Hong Kong HK$1 Inactive
Ordinary shares
Jet Master Limited EERAES 100% 7T (£ @) 100%  BEARR
British Virgin Us$100 Investment holding
Islands Ordinary shares
Joyham Jade Limited RERLES 22X (ERKR) 100% RAZR
British Virgin uss$2 Investment holding
Islands Ordinary shares
REEBRAF Bk 10,0007% 7¢ (% @ %) 100% EBF:tHEE EFLEH
Karce Co. Limited Hong Kong HK$10,000 REBERE S
Ordinary shares Trading in electronic

calculators, electronic
organisers and related
products
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40. B AR ZER (@ 40. PARTICULARS OF SUBSIDIARIES (CONTINUED)
BEERTRZY
A B 3L BREBRE/ A5E
HEE/ &R FEfh
EE3:E Nominal value of RAESR
Place of issued and fully Attributable
incorporation paid ordinary equity
ARER or registration/ share capital/ interestheld TE#H
Name of company operation registered capital by the Group  Principal activities
THBAXBEERAA RERAES 257 (EmR) 100%  NEE
Karce Communications Limited British Virgin Us$2 Inactive
Islands Ordinary shares
TEEFERAH BB 287 (EER) 100%  RETHREERS
Karce Electronics Limited Hong Kong HK$2 Provision of
Ordinary shares administrative and
management services
FREFHAERAR E% 20,0007% 7T (& @ K) 100% HERHEEFHAEM
Karce Electronics Toys Limited Hong Kong HK$20,000 Manufacture and trading
Ordinary shares of electronic toys
MEBEXERAA Bk 10,0007 7t (& & %) 100% EF:tHEE EFLEE
Master Key Industrial Limited Hong Kong HK$10,000 KEHERE S
Ordinary shares Trading in electronic
calculators, electronic
organisers and related
products
ZEERERAR REELHE 10,000% 7C (& @ R) 100%  REER
On Shing Holdings Company Limited British Virgin US$10,000 Investment holding
Islands Ordinary shares
Pristine Limited SRADHE 1= (EER) 100%  HRAER
Labuan Malaysia Us$1 Investment holding
Ordinary shares
Redditch Enterprises Limited KERIHE 10,000% 7t (%@ AR) 100%  WARRK
British Virgin US$10,000 Investment holding
Islands Ordinary shares
Sabic Electronic Limited RERLES 2% (EmkR) 100%  HERR
British Virgin uss$2 Investment holding
Islands Ordinary shares
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40. B AR ZER (@ 40. PARTICULARS OF SUBSIDIARIES (CONTINUED)
BETRZY
A B 3L HREBERE/ X5H
HEE/ HEMER 1k
EE3:E Nominal value of RAESR
Place of issued and fully Attributable
incorporation paid ordinary equity
ARER or registration/ share capital/ interestheld TE#H
Name of company operation registered capital by the Group  Principal activities
REEFEXERAA Bk 200,000 7T (& k) 100% REESKBRSE
T &S Industrial Company Limited Hong Kong HK$200,000 Provision of
Ordinary shares purchasing agency
services
Tachibana Limited KERZHS 100% 7T (EBAR) 100%  RAERK
British Virgin Us$100 Investment holding
Islands Ordinary shares
HEEFERARA KERAHS 1ET (EBK) 100%  RAER
Xinyu Electronics Limited British Virgin Us$1 Investment holding
Islands Ordinary share

H A Redditch Enterprises Limited J3 £

RABEEHES -

FRA AR BIRKSZ 2 M8 2~ R AN E

i EEM -

R-ZTTAF+_A=+—H=EFR
EAATEFFE - B8 & B AR AR i) R (B

BZEHES

Only Redditch Enterprises Limited is directly held by the

Company.

All the subsidiaries established in the PRC are registered as
foreign investment enterprise.

None of the subsidiaries had any debt securities outstanding
as at 31 December 2005 or at any time during the year.



