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GENERAL

The Company is incorporated in the Cayman Islands as an
exempted company with limited liability and its shares have been
listed on the Main Board of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) since 27 October 2003. Its parent
and ultimate holding company is i-cf, Inc,, a company incorporated
in Japan. The address of the registered office and principal place
of business of the Company are disclosed in the corporate
information of the annual report.

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

The Company is an investment holding company and the principal
activities of the Group are the development and distribution of
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2. APPLICATION OF HONG KONG FINANCIAL FRAEEREHERER

REPORTING STANDARDS
In the current year, the Group has applied, for the first time, a REE - AEECEXERZESES
number of new Hong Kong Financial Reporting Standards NS ([EEGEILG]) B2
(“HKFRSs"), Hong Kong Accounting Standards (“HKASs") and Rl BB EREER (FAM SRR E
Interpretations (“INT") (hereinafter collectively referred to as “new Al REEEEER (B ER)
HKFRSs") issued by the Hong Kong Institute of Certified Public K2R ([2E]) A TRBE a8
Accountants (“HKICPA") that are effective for accounting periods RIRER]) - ZEERN T RF—
beginning on or after 1 January 2005. The application of the new R—B3ARRn 2 &5t EIEAR - &
HKFRSs has resulted in a change in the presentation of the RZENE MR RERIERGE A
consolidated income statement, consolidated balance sheet and mk CIREEAERBR RitEERE
consolidated statement of changes in equity. The changes in X 2IANES - 2 FXEEHE
presentation have been applied retrospectively. The adoption of BPMEFER o SRR A SRS R RAER
the new HKFRSs has resulted in changes to the Group's accounting BUEARERN T g5t BRE
policies in the following areas that have an effect on how the HRFEN AT ST HRRERER
results for the current or prior accounting periods are prepared ZHNFAEETE) :
and presented:
Business combinations EBEH
In the current year, the Group has applied HKFRS 3 “Business REE » XEEDRABEN G R HRLE
Combinations” which is effective for business combinations for AIZE 3R [EBE 0 - HiREHRTE R
which the agreement date is on or after 1 January 2005. The RIZBTRF-A-BFANEZEBE
principal effects of the application of HKFRS 3 to the Group is in B - RAFEMEHRERE 358
relation to goodwill. HAEECZFEXEBREE -
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Business combinations (continued)

In previous years, goodwill arising on acquisitions prior to 1 January
2001 was held in reserves, and goodwill arising on acquisitions
after 1 January 2001 was capitalised and amortised over its
estimated useful life. The Group has applied the relevant
transitional provisions in HKFRS 3. Goodwill previously recognised
in reserves of HK$193,000 has been transferred to the Group's
accumulated profits on 1 January 2005. No other restatement is
required as a result of this change in accounting policy.

Share-based payment

In the current year, the Group has applied HKFRS 2 “Share-based
Payment” (“HKFRS 2") which requires an expense to be
recognised where the Group buys goods or obtains services in
exchange for shares or rights over shares (“equity-settled
transactions”), or in exchange for other assets equivalent in value
to a given number of shares or rights over shares (“cash-settled
transactions”). The principal impact of HKFRS 2 on the Group is
in relation to the expensing of the fair value of the share options
of the Company granted to any employees (whether full time or
part time), executive and officers of the Group (including executive
and non-executive directors of the Company or any of its
subsidiaries) and business consultants, agents and legal and
financial advisors of the Group under the share option scheme
(the "Scheme”), which are calculated with reference to the market
value of shares at the date of grant. Prior to the application of
HKFRS 2, the Group did not recognise the financial effect of these
share options until they were exercised.

BRAEEMEHRRER (8)
%i’%Aﬁ?(ﬁ)
DEFE A= —F— A —Ha#

fTHﬁﬁﬁﬁﬁFEﬁéﬁﬁAFﬁﬁﬁPHﬁ kS
—F-A—REETHREMRELE
BEAETEN - WE A EREH
WEEH - ARED RAE B RERE
I8 35k 2 BRBER RS o AER
e EE?SZF%EE%U 93,0008 TEHE
BAREENR _ZTRF—A—HZZR
BEN - NEBBARGHBER Z IR
METEMET -

—77

LU 4 R B 2 2 Y

REE  ARBECRBEBUIGREE
A 25% (AR BER 2 ] ([FE
PATEERRAERIZE 23R ) - BAEMBRR
ERF2RRTE - WAKBARNDHE
Rt < RIE AR R ([HEm R
2]) - FABERENEEHE K
BRI 2 BNz R EEFARIE
(FREXWEZ]) - BEEMHEUSR
%5 BIZERERRX - BB ISR HRER|
£ 2BRHARE 2 TR E DB
AR 8l ([ZET ) BT
AEEEMRE (EREBERE 17
BABESFHE (BREAARREL
B AR ZITRIFMITES) RA
SEEGRER - RIE AR R EERE
2B AT ESERLE R KD
MEFE) - REFEMHRRERE
25%HT - AEBNZFHEREETE
- DHEREMGEEE -

Annual Report 2005
“EEREFER

35



NoTEs To THE FINANCIAL STATEMENTS

B 3% ¥R 3R MY RE

For the year ended 31 December 2005 B#Z —_TZRAF+-_A=+—HILFE

2. APPLICATION OF HONG KONG FINANCIAL BRRAEEMIGRREN (W)

REPORTING STANDARDS (continued)

Share-based payment (continued) URGBARER 2 (@)

Share options are vested immediately at the date of grant. FERRIERA T B BRI T(E o IRNEB

Following the adoption of HKFRS 2, the costs on the Scheme are BAES FRERERISE 255712 - et El 2 AR

calculated with reference to the fair value of shares at the date of SERHE ARMHATETHE - W

grant, and are charged to the income statement at the date of HE B BBm&k

grant.

The Group has applied HKFRS 2 to shares granted on or after 1 REFEHN_ZETZTHF—H—HS _}ZD/(%:

January 2005. The Group had no share options outstanding from PR R (D ER AR B B 15 B 2RI 58

the adoption of the Scheme to 1 January 2005 and accordingly 5% o K%lﬁﬂ%%ﬂ%mi‘%ﬂﬂvi_ggﬁ

no retrospective restatement is required. F—A—BWEEARITE 2 B - W
it - BREEHET -

However, the adoption of HKFRS 2 has had a significant impact AT - B AV RIRERE 2558

on the results of operations and financial position of the Group HAEER-_TTRF—A—BHAKZ

for accounting periods beginning on 1 January 2005. An amount SR R E B NN EEE

of HK$8,018,000 representing the estimated fair value of shares 2 o 588,018,000/ L8 (IHE

granted in November 2005 under the Scheme was charged to BRI ZET BN — 2T R +— A

the income statement during the year, with an corresponding R 2 st A TEE) ERFANB B

increase in share-based compensation reserve of HK$8,018,000. TR - RUARRD AERR 2 Hr e fE
JE¥En8,018,000/ 7T °

Financial instruments EMIA

In the current year, the Group has applied HKAS 32 “Financial REE - AEERHRAREGTERE

Instruments: Disclosure and Presentation” (“HKAS 32") and HKAS RE[emMIA - BREEY] (&5

39 “Financial Instruments: Recognition and Measurement” (“HKAS EETEAIEI2NR]) REB G EAE

39"). HKAS 32 requires retrospective application. HKAS 39, which 3[R T A - mRNGE] ([T

is effective for annual periods beginning on or after 1 January SETERIEION]) - BEGEAE

2005, generally does not permit the recognition, derecognition 32%%ﬁif’EL5?ﬁJEﬁH EAGTEL

or measurement of financial assets and liabilities on a retrospective FE399 (=TT HF—A—H=bAE

basis. The application of HKAS 39 has had no material impact on F'fﬁﬁ‘*Zifﬁﬁ BIAER) — R TBFFRE

how financial instruments of the Group are presented for current WEAE - BEEER ST EEREE

and prior accounting periods. RBIE- Tm% HEE G ERIE325% R
BRI EREINEAEE 2 S/
TERRITE SRR AR BRI
2IF AN BERLE
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Convertible bonds

The principal impact of HKAS 32 on the Group is in relation to
convertible bonds issued by the Company that contain both liability
and equity components. HKAS 32 requires an issuer of a
compound financial instrument that contains both financial liability
and equity components to separate the compound financial
instrument into the liability and equity components on initial
recognition and to account for these components separately. In
subsequent periods, the liability component is carried at amortised
cost using the effective interest method. The Group had no
convertible bonds in previous years and accordingly no
retrospective restatement is required.

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 profit or loss for the year in
which they arise. In previous years, investment properties under
the predecessor Standard were measured at open market values,
with revaluation surplus or deficits credited or charged to
investment property revaluation reserve unless the balance on
this reserve was insufficient to cover a revaluation decrease, in
which case the excess of the revaluation decrease over the balance
on the investment property revaluation reserve was charged to
the income statement. Where a decrease had previously been
charged to the income statement and a revaluation surplus
subsequently arose, that increase was credited to the income
statement to the extent of the decrease previously charged. The
adoption of HKAS 40 has no significant impact of the financial
statements of the Group and no retrospective replacements is
required.
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2. APPLICATION OF HONG KONG FINANCIAL RRAERMBRRER (W)

REPORTING STANDARDS (continued)
Owner-occupied leasehold interest in land RieXFaRAHERR
In previous years, owner-occupied leasehold land and buildings NEFE - FFEAHEE T REFS
were included in property, plant and equipment and measured AN - R &t - AR ANES
using the cost model. In the current year, the Group has applied T - RREE  AREERATES
HKAS 17 “Leases” (“HKAS 17"). Under HKAS 17, the land and FTERIZE 1 75% [HE] (BB 2548
buildings elements of a lease of land and buildings are considered F175%]) - REFEGHERE 17
separately for the purposes of lease classification, unless the lease 5% 0 T RAEBFEL 2 T REFE S
payments cannot be allocated reliably between the land and Efﬁﬁﬁ/\* SAEDRIZR - RIFEER
buildings elements, in which case, the entire lease is generally AISES IR T REFHMESD © £
treated as a finance lease. To the extent that the allocation of the E;/RT BOMBLH MR RREEL o
lease payments between the land and buildings elements can Tfﬁﬂéﬁﬁ DB AT RIEFRER
be made reliably, the leasehold interests in land are reclassified AR b 2 H ERRENRE R
to prepaid lease payments under operating leases, which are = E%’UTZ?EH%E@ (R AMETIER -
carried at cost and amortised over the lease term on a straight WiZ B RERTENEE) o SETHCE
line basis. This change in accounting policy has been applied ULIEEB B WIER o P2 W
retrospectively. The prepaid lease payment for property interest wmZENEEERGEeEERRRAS
in land has been separately shown in the consolidated balance FEEI
sheet.
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APPLICATION OF HONG KONG FINANCIAL 2. VHAEEMEHBE ()
REPORTING STANDARDS (continued)

Effect of adoption of new HKFRSs BT B IS R R AE R 2 5
The cumulative effects of the application of the new HKFRSs as R B B GRRERR =TT
at 31 December 2004 and 1 January 2005 are summarised +=A=+—HE=ZFZTHF—F—H
below: Z RIE BT
Effect of
At Effect of At HKFRS 3 At
31 December ~ HKAS 17 31 December &% 1lanuay
2004 EES 2004 BiEEE 2005
RIZEME  EAEI7H WN-ZEME  RHEIE WoEEnE
t-A=1-H /Y2 +-f=1-H %4  —A-H

HK$000  HK$000  HK0OO  HKS000  HK$00O
TAT TEL TEL TAL THET

(As previously
stated) (As restated) (As restated)
(AEFIR) (fE5) (E=5)
Balance sheet items: EEAERER -
Property, plant and equipment VER T 46,634 (10,630) 36,004 - 36,004
Prepaid lease (current and GEE R AGIE
non-current portion) FEENEE 7) - 10,630 10,630 - 10,630
Total effects on assets HEERARZ
and liabilties Bgve 46,634 - 46,634 - 46,634
Share capital and other resenves: BARE M -
Goodwill reserve ek (193) - (193) 193 -
Accumulated profits ZBET 79437 - 79437 (193) 79,244
Total effects on equity HiEn EEye 79,244 - 79,244 - 79,244
The adoption of the new HKFRS does not have any material BRANER B BB TS R E R IR & 5t B
impact on the income statement for current and prior accounting A SR 2 B R W EEREAN
periods. B o
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APPLICATION OF HONG KONG FINANCIAL

REPORTING STANDARDS (continued)

Effect of adoption of new HKFRSs (continued)
The Group has not early applied the following new standards

and interpretations that have been issued but are not yet effective.

The directors of the Company anticipate that the application of

these Standards 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 and HKFRS 4
(Amendments)

HKFRS 6

HKFRS 7

HK(IFRIC) — INT 4

HK(IFRIC) — INT 5

HK(IFRIC) — INT 6

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®
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Effect of adoption of new HKFRSs (continued)

HK(FRIC) — INT 7 Applying the restatement
approach under HKAS 29
Financial Reporting in

Hyperinflationary Economies*

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

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

E Effective for annual periods beginning on or after 1 December
2005.

& Effective for annual periods beginning on or after 1 March 2006.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared under
the historical cost convention except for investment properties
which are measured at fair value and certain financial instruments
which are measured at fair values at initial recognition, as explained
in the accounting polices set out below.

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

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries. All inter-company
transactions and balances within the Group have been eliminated
on consolidation.

The results of subsidiaries acquired and disposed of during the
year are included in the consolidated income statement from
and up to their effective dates of acquisition and disposal
respectively.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition (continued)
Sales of goods are recognised when goods are delivered and the
title has passed.

Revenue is measured at the fair value of consideration received
or receivable less returns.

Rental income, including rentals invoiced in advance for property
let under operating leases, is recognised on a straight-line basis
over the terms of the relevant lease.

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

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

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

Buildings 20 years or the prepaid land lease
term, if shorter
Leasehold improvement 5 years

Plant and equipment 10 years
Furniture and fixtures 5 years
Office equipment 5 years
Motor vehicles 10 years
42 Signal Media and Communications Holdings Limited
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For the year ended 31 December 2005 BZ T ZRAF +-A=+—HILFE

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 continued use of the asset. The gain or loss arising
from derecognition of an item of property, plant and equipment
is determined as the difference between the sale proceeds and
the carrying amount of the asset and is recognised in the income
statement.

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 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 for use or no
future economic benefits are expected from its disposals. Any
gain or loss arising on derecognition of asset (calculated as the
difference between the net disposal proceeds and the carrying
amount of the asset) is included in the income statement in the
year in which the item is derecognised.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment (other than goodwill)

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. Impairment losses are recognised as an
expense immediately.

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

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

Retirement benefit schemes
Payments to the defined retirement benefit plans are charged as
expenses as they fall due.

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that
are taxable or deductible in other periods 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.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation (continued)

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

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

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

in equity.
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For the year ended 31 December 2005 HZEZ=TZF

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Leasing

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

The Group as lessor

Amounts due from lessees under finance leases are recorded as
receivables at the amount of the Group's net investment in the
leases. Finance lease income is allocated to accounting periods
so as to reflect a constant periodic rate of return on the Group's
net investment outstanding in respect of the leases.

Rental income from operating leases is recognised in the 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.

The Group as lessee

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.

Financial instruments

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

Financial assets
The Group's financial assets are mainly loans and receivables.

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
At each balance sheet date subsequent to initial recognition, loans
and receivables (including other receivables and bank balances)
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.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument. An equity instrument is any contract
that evidences a residual interest in the assets of the Group after
deducting all of its liabilities.

The Group's financial liabilities, including trade and other payables,
are subsequently measured at amortised cost, using the effective
interest rate method. Equity instruments issued by the Company
are recorded at the proceeds received, net of direct issue costs.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) EEEHBEK (8])

Financial instruments (continued) £RT A (@&
Convertible bonds AR (B 55
Convertible bonds issued by the Company that contain both RATIFTEITZ AR ES (BiEEH
financial liability and equity components are classified separately BERERTD) RIS HERED
into respective liability and equity components on initial HREEZBERERESD o R
recognition. On initial recognition, the fair value of the liability Ry - BEED 2 A HEFRBEE A
component is determined using the prevailing market interest of BERETS 2 BITTHIS N SERE © 170
similar non-convertible debts. The difference between the B ESPIS SRR B D EE AT
proceeds of the issue of the convertible bonds and the fair value B2 Z8 (BERFHE AHEFEIRK
assigned to the liability component, representing the embedded R B RBHIE) I Ak -
call option for the holder to convert the bonds into equity, is
included in equity.
In subsequent periods, the liability component of the convertible MREZHE - PR ESE GBS LA
bonds is carried at amortised cost using the effective interest BN SORIRSHHARTIER - R
method. The equity component, represented by the option to o (A aEHOERKARRFERK
convert the liability component into ordinary shares of the Z BRRERER) PO 2 SR8 BR R B TR Al
Company, will remain in convertible bonds equity reserve until RERAIBRESFERFEE - ~EBT
the embedded option is exercised. No gain or loss is recognised St R s RN R R AR AR
in profit or loss upon conversion or expiration of the option. B o
Transaction costs that relate to the issue of the convertible bonds BT AR EF B S AR PSR
are allocated to the liability and equity components in proportion BHBELL RS T BERERS o &
to the allocation of the proceeds. Transaction costs relating to the RAHOHER IR EAEZBEET
equity component are charged directly to equity. Transaction costs f& - BEFDHER KT ABEE
relating to the liability component are included in the carrying D2 EREE - WERAERAN EOER Al
amount of the liability portion and amortised over the period of Eear-ilalat: s
the convertible bonds using the effective interest method.
Derecognition B PERR
Financial assets are derecognised when the rights to receive cash i ERE EPTSIR S e 2 RN fE Mk
flows from the assets expire or, the financial assets are transferred CRIEEEENAEB D EZSMEE
and the Group has transferred substantially all the risks and rewards A BAE SRR RO - ARG
of ownership of the financial assets. On derecognition of a financial TREEER NEHEREERER
asset, the difference between the asset's carrying amount and B BEREEHECBERENE B
the sum of the consideration received and the cumulative gain or MR IR 2 2ERE 2 M2 ZFER
loss that had been recognised directly in equity is recognised in BRRNER
profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)

Derecognition (continued)

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

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 re-
translated at the rates prevailing on the balance sheet date. Non-
monetary items carried at fair value that are dominated in foreign
currencies are re-translated 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 foreign currency are
not translated.

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, except for exchange
differences arising on a monetary item that forms part of the
Group's net investment in a foreign operation, in which case,
such exchange differences are recognised in equity in the
consolidated financials statements (if any).
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) EEEHBEK (8])

Foreign currencies (continued) S (i®)
For the purposes of presenting the consolidated financial MEIEREMTERRME - AEBINE
statements, the assets and liabilities of the Group's foreign A EERBEREE R 2817
operations are translated into the presentation currency of the ERmELAREE 2 258 (AE
Group (i.e. Hong Kong dollars) at the rate of exchange prevailing %) - MEKARFAIRFAFIIEX
at the balance sheet date, and their income and expenses are BE  RIFEXNHARNLRENRD -
translated at the average exchange rates for the year, unless FERERT - AERBRZ5E B 2B17E
exchange rates fluctuate significantly during the period, in which o PRESEZERZH (GA) (EntkER
case, the exchange rates prevailing at the dates of transactions 2B AR (FE K ) W - BRAER
are used. Exchange differences arising, if any, are recognised as a R SN SR BN R R IR
separate component of equity (the exchange reserve). Such NHER °
exchange differences are recognised in profit or loss in the period
in which the foreign operation is disposed of.
Share-based payment transactions DRORERZEZNARS
In respect of the shares granted to any employees (whether full MRBEZ T EAAEBERES (BR
time or part time), executive and officers of the Group (including 2R TRAERSHEE (B
executive and non-executive directors of the Company or any of FEARNRSEAAMB AR 2 TRIE
its subsidiaries) under the Scheme, the fair value of services BITESR) RASEFEBER - RIER
received is determined by reference to the fair value of shares FRRVBERREZROME - Pk
granted at the date of grant and recognised as an expense in full RS 2 A FETS2ERH B AR
at the grant date when the share options granted vest immediately, it 2 A HEREE - WK B B
with a corresponding increase in equity (share-based HER R B > (i BT % 10 8 A BBy B
compensation reserve). Share options granted to business B) - miEmiaEE I (ARG RERE 2
consultant, agents and legal and financial advisors of the Group FaEm - mASERBER - K2
are measured at the fair value of the services received. In case ABOER KRBTSR IR L B AR iR
the fair value of the services cannot be reliably estimated, the fair R < A ERE o Wik 2 ATE
value of services received will be determined by reference to the TeeErEtEt 8 - RG22 EH
fair value of the share options granted at the date of granted and SN AR ERE 2 2 FE -
recognised as an expense in full at the grant date when share WHRRBEEE L B HE R 2 e
options granted vest immediately, with a corresponding increase BERNR SR R 2 2R RS - A
in equity (share based compensation reserve). TRABFELE I (VARR D ST A BOBH & & H85)
At the time when the shares are subsequently issued, the amount MREIREITIRM I - LAER AR A&
previously recognised in the share-based compensation reserve i 2 e AR R SRR AR K
will be transferred to share capital and share premium. & (E o
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KEY SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the Group’s accounting policies set out
in note 3, the management had made the following estimate
that have the most significant effect on the amounts recognised
in the financial statements.

Impairment of intangible assets

The recoverable amount of intangible assets requires an estimate
of value in use calculation of cash generating unit. The key
assumptions for the value in use calculation are those regarding
the discount rate, growth rates and expected changes to selling
prices and direct costs during the year. The management estimates
discount rates that reflect current market assessment of the time
value of money. The growth rates are based on the industry growth
forecasts. Changes in selling price and direct costs are based on
past practices and expectations.

The value in use calculation is lower than the carrying amount of
cash generating unit, accordingly, impairment loss was recognised
to write off the full amount of intangible assets in current year.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group's major financial instruments include bank balances
and trade payables. Details of these financial instruments are
disclosed in respective notes. The risks associated with these
financial instruments and the policies on how to mitigate these
risks are set out below. The management manages and monitors
these exposures to ensure appropriate measures are implemented
on a timely and effective manner.
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52

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 5. MERRETEARERBE GG
POLICIES (continued)

Currency risk B EE

The Group has minimal currency exposure as the majority of all HRAREERISHEAARE (R
sales were denominated in Renminbi which is the functional BRNEBEEEERB 2 E) RE
currency of the relevant group entities in the PRC. On the other i - MAEEAR 2 SRABEN - 5
hand, the disbursements were mainly in Renminbi and Hong —FH - AREFEUAARBEREE
Kong dollars, which are the functional currency of the relevant (KRB BB AR 2 E ) it
subsidiaries. The management conducted periodical review of oo BEREHREEE AR RFERE
exposure and requirements of various currencies, and will consider TEHRA - WEREBEBAINERRE
hedging significant foreign currency exposures should the need TR (REFR) -

arises.

Credit risk EERR

The Group's maximum exposure to credit risk in the event of the WX ZEFREN_ZZEAF A=
counterparties failure to perform their obligations as at 31 T-HETEMSRERREREEZ
December 2005 in relation to each class of recognised financial B - BIREBPAR 2 AR R
assets is the carrying amount of those assets as stated in the FEENGEEEABRMYIRZ R
consolidated balance sheet. In order to minimise the credit risk, B - AREREEERR  AEEEE
the management of the Group has delegated a team responsible BEZRETEERE  EE#ZRE
for determination of credit limits, credit approvals and other B ERR 2 BE/ME - AHEREREUR
monitoring procedures to ensure that follow-up action is taken to EITENUEIREMETR o BEA - REER
recover overdue debts. In addition, the Group reviews the FAEE B imatE R YRR 2 AT E 3R
recoverable amount of each individual trade debt at each balance 78 - DAREAR AT T U5 [0 5REE VR R SR
sheet date to ensure that adequate impairment losses are made B BtmE - ARREFRANEE
for irrecoverable amounts. In this regard, the directors of the ZEERBREARKRIE

Company consider that the Group's credit risk is significantly

reduced.

The Group has no significant concentration of credit risk, with REEVEREANGEERR - HERSMH
exposure spread over a number of counterparties. RETRSHF -

The credit risk on liquid funds is limited because the counterparties HRRZGEF REREENTRIRIT -
are banks with high credit ratings. BRBESEERBTK -
TURNOVER 6. EXH

Turnover represents the amounts received and receivable for
goods sold to outside customers, less returns and allowances
during the year.
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. EBRMESE
(i) Business segments (i) ¥EXKa2E
For management purposes, the Group is currently organised HERME » AEERD BME
into two operating divisions — development and distribution KENE  BEOABIRE RS H

IARMERE - REEALED
BEREIZNHENMER

of solvent pesticides and property investment. These
divisions are the basis on which the Group reports its primary

segment information. Lz e
Segment information about these businesses is presented REEBZEERZNNWNT
below:
Development and distribution
of solvent pesticides Property investment Consolidation
BERERRERDH MERE e
2005 2004 2005 2004 2005 2004
“EERF —TINF —BTLE —TTNF —ETRE —_TINF
HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000
TBT TBT T FET TET TET
INCOME STATEMENT BEX
Revenue Wiz 3,120 25,481 1,000 1,000 4,120 26,481
Segment results PEEE (16,738) (7370) 500 610  (16,238) (6,760)
Other income Hel A 2,743 658
Unallocated corporate P W]
expenses % (18,784) (5,566)
Loss before taxation PRELRIE (32279)  (11,668)
Taxation M (200) (1,000)
Loss for the year FREE (32479)  (12,668)
BALANCE SHEET EESEXR
ASSETS BE
Segment assets AHEBE 40,002 50,794 46,107 46,607 86,109 97401
Unallocated corporate assets  RABLARIAE 188,753 151,119
Consolidated total assets GREERE 274,862 248520
LIABILITIES af
Segment liabilities PREARE 2,309 3,089 250 250 2,559 3,339
Unallocated corporate liabiliies KA ELA I B & 43,555 929
Consolidated total liabilities 47 & B ER(E 46,114 4,268
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7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. RBERMIES T (W)
(continued)
(i) Business segments (continued) (i) ¥EXB2E@E
Development
and distribution
of solvent
pesticides Property investment Consolidation
RERBRRRAIH WERE &a
2005 2004 2005 2004 2005 2004
“2R0F _TTME —ZTRFE _TTNF —TBRF —TTMF
HK$'000  HK$000  HK$'000  HK$000  HK$'000 HK$'000
AT THET THT TET TET TET
OTHER INFORMATION Hin&H
Depreciation of property, 0¥ - BER
plant and equipment RETE 3,662 3,659 - - 3,662 3,659
Amortisation of intangible | AR
assets 940 940 = = 940 940
Impairment loss of property, 0¥ BER
plant and equipment RRE 3,364 8,004 - - 3,364 8,004
Impairment loss of intangible 0¥ BER
assets RERE 2,115 1,645 - - 2,115 1,645
Fair value change in REWE
investment properties AYEE 500 - - - 500 -
(ii) Geographical segments (i) HHDE

As over 90% of the consolidated revenue of the Group is

derived in the PRC, an analysis of the consolidated turnover

and trading results of the Group by geographical location

of market is not presented. An analysis of the Group's

segment assets in which the assets are located is set out

as follows:

REE R BI0%HR S Wk B
MO EIR IS IR 2 5 A%
BraeXmRREREZD
i - REEIREERELRED
ZABEEENWT

2005 2004
—STEF —TIMF
HK$'000 HK$'000
FHE  TAT

Carrying amount of segment assets REEMEMEI D 2D

analysed by location of assets: BEREED -
The PRC Fh
Hong Kong B

177,100 185,239
97,762 63,281

274,862 248,520

Additions to plant and equipment REEMEME D 2 BB &

analysed by location of assets: RIBEREDIT
Hong Kong BB 89 -
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OTHER INCOME 8. HkA
2005 2004
—EERE _—_TTNF
HK$°000 HK$'000
FERT FHT
Interest on bank deposits RITE A S 2,737 658
Rental income el A 1,000 1,000
Sundry income FETEUA 6 484
3,743 2,142
LOSS BEFORE TAXATION 9. [RINAIEIR
Loss before taxation has been arrived at after charging: M RIEEE NG N SHE ¢
2005 2004
—EERE _—_TTNF
HK$°000 HK$'000
FET FHT
Depreciation of property, IE =
plant and equipment REITE 3,662 3,659
Release of prepaid lease payments fEFRTEN AR 590 590
Amortisation of intangible assets B2 EESE (B5A
included in cost of sales HERKA) 940 940
Auditors’ remuneration IZE A & 850 550
Operating lease charges in MELETRL
respect of premises X 191 158
Staff costs BTN
Directors’ remuneration EE=Me
— fees - % 300 300
— other emoluments — HEii<E 2,444 1,240
— equity-settled share-based — R W AR B
payments expenses ZXHRX 1,802 -
4,546 1,540
Staff costs excluding directors' emoluments B THZ © TN EEESHG 3,385 3,045
Retirement benefit scheme contributions, RN FIETEIHEFK -
excluding amounts included in TEEIAES
directors’ emoluments Bl 2 55 114 178
8,045 4,763
Other equity-settled share-based EAh i 2s RUARR ) 5
payments expenses Bt 2 T NHAX 6,216 =
and after crediting: WEFFATIIEE :
Rental income from investment properties ~ RE&MER LW AR HE
less nil outgoings (2004: HK$390,000) ZZZTMMEF : 390,000 7T) 1,000 610
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DIRECTORS’ AND EMPLOYEES' EMOLUMENTS

10. EXRATIHE

Directors’ emoluments EEME
Kwok
Isao  Masashi  Sosuke ~ Osamu KingYan  Ryutao Oe  Akinobu
Matsushima Ono Kawanishi  Nakano Edmund  Okada Tadayuki Kataoka
nEE HEFI BN hER IR MERAE KIET  REER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR T TR T T TiER T TiER
Directors’ fees EEhe
Executive 0 - - - - - - - -
Independent BT
non-executive - - - - - - - -
Other emoluments  EftE$
Salaries and other ~ ¥r& RE A
benefits eyl 909 39 - - 217 - 39 288
Contributions to BINEFIETE
retirement 13
benefit schemes - - - - - - - -
Share-based AR D BETE
payments L3 901 - - - 901 - - -
1,810 39 - - 1,118 - 39 288
Total emoluments M&4A% 1,810 39 - - 1,118 - 39 288
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Chiu Lao Cai Yeh Wong Jiang Chan

Chen  Kiyohisa Ching Hin Seng Wei Tung Kin Sun Ming Sai
Lawrence Nanri Katie  YatHa Peng Min Ming Ping Juyi Le Kuai 2005
R&R EERA #E H-8 #BY BER ER® IRY BE:  ERE RtRE -22nf
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000  HK$'000
ThR TéEn  ThAxn TEn  ThAxn TEn  TAxn TEn TAr TAx TEx  TEx
= = 50 50 = = = = 100 50 50 300
- - 50 50 - - - - 100 50 50 300
63 - - - 243 243 223 168 - - - 2,432
= = - - 5 3 - 4 - - - 12
- - - - - - - - - - - 1802
63 - - - 248 246 223 172 - - - 4,246
63 - 50 50 248 246 223 172 100 50 50 4,546
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10. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS 10. EEREIME (&
(continued)
Directors’ emoluments (continued) EEMS (@
Lao Cai Yeh  Wong Lam Jiang  Chan

Seng Wei Tung Kin Sun Ming Ming Sai

Peng Min Ming Ping Juyi Yung Le Kuai 2004
BT HER ERA IRY EBE MHE BERE RUE _TIOF
HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
et TEr TEr TEx Tex ThEx TET TET TER

Directors’ fees EEHS

Executive 1T - - - - - - - - -
Independent BT
non-executive - - - - 100 75 100 25 300
- - - - 100 75 100 25 300
Other emoluments  Ef:E{&
Salaries and other & R EAM
benefits &l 350 351 320 195 - - - - 1216
Contributions to RINERE
retirement iR
benefit schemes 12 3 - 9 - - - - 24
362 354 320 204 - - - - 1,240
Total emoluments B &A% 362 354 320 204 100 75 100 25 1,540
No directors waived any emoluments in the years end 31 RBZE_ZZMFER_ZTTRF+_A
December 2004 and 2005. =+—BIFE - WES B RETAE
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10. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 10. EXRATIHME ()
(continued)
Employees’ emoluments ETIMS
Of the five highest paid individuals four (2004: three) were FEBRRFATEREANGNEES
directors of the Company. The emoluments of the remaining one (CZTTWE : =8) - HH—B(CE
(2004: two) individual are as follows: TMF : WB) mma AT 2ME0
T
2005 2004
—EBRHEF _—TTMHF
HK$'000 HK$'000
FET FHT
Salaries and other benefits e REMRT 660 812
Retirement benefit scheme contributions  (E/R#&FI5H &I 3k 12 24
672 836
TAXATION 11. R\
2005 2004
“EERE _—TTNHF
HK$°000 HK$'000
FTERT FHET
The charge comprises: REEEATSE
Current tax BN HAFR 18
The PRC — income tax AR B — ATS AR 200 859
Deferred tax charge BRER A H = 141
200 1,000
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For the year ended 31 December 2005 B#Z —_TZRAF+-_A=+—HILFE

11. TAXATION (continued) 11.

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

RIF (#)

AR R IR B A TRan R PR BRSBTS
BHRMT

2005 2004
—EERF —ETE
HK$'000 % HK$'000 %
T FHIT
Loss before taxation BRAR A E1E (32,279) (11,668)
Tax at PRC income tax rate of #%33% (ZZZH4F : 330%)
3300 (2004: 33%) P B PSR A 2
FTE A (10,652) (33.00) (3,850) (33.00)
Tax effect attributable to TEER T R T B
exempted profit ZIRIAR R - - (1,198) (10.30)
Tax effect of expenses that MEEFTEART AT
are not deductible in RAIFIFA X
determining taxable profit Z IR 2 3,701 11.46 2,033 17.40
Tax effect of income that MEFTERTRZF
is not taxable in determining /BRI
taxable profit Z IR (357) (1.10) (32) (0.20)
Tax effect of deferred tax RIERIEETRTBE E
asset not recognised ZIRIBR 7,176 22.23 3,962 34.00
Others Hth 332 1.02 85 0.70
Tax expense and effective FATIER X
tax rate for the year R ER R 200 0.61 1,000 8.60

No provision for Hong Kong Profits Tax has been made as the
Group's income neither arises in, nor is derived from, Hong Kong.

Income tax on profits arising from the PRC has been provided
based on the prevailing tax rates applicable to the respective
companies.
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13.
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For the year ended 31 December 2005 BZ T ZRAF +-A=+—HILFE

TAXATION (continued)

The Company's principal operating subsidiary in the PRC, Fujian
Goldigit Fine Chemical Industry Co., Ltd. (“Fujian Goldigit") is
subject to a reduced tax rate of 15% for a period of three years
commencing from 2003.

No deferred tax asset has been recognised in respect of the tax
losses as it is not probable that taxable profit will be available
against which the tax losses can be utilised.

DIVIDENDS

No dividend has been paid or declared by the Company during
both years.

LOSS PER SHARE

The calculation of the loss per share for the year is based on the loss
for the year of HK$32,479,000 (2004: loss of HK$12,668,000)
and on the 1,699,860,000 (2004: 1,699,860,000) shares in
issue.

No diluted loss per share has been presented as there is no
dilutive effect from the potential ordinary shares during the year.

No diluted loss per share was presented as there were no potential
ordinary shares in 2004.

12.

13.

RIF (#)

ARFRPREZ T EBLENBAREE
AR ETARAR (B2
N _TT=FRA=FHEAMR15%
BRI R

PR FERR B A1) 1 A] e R IR SR AR RS
18 MU ERHREEREREERIAE
o

BB

ARRMEFEE ARG EIR N R E KA

B o

o

BREBR

FAEREBEBEDREFALIE
32,479,000 (ZEZNF : BE
12,668,000%7) RE /TG
1,699,860,000/ ( —ZZ P4 :
1,699,860,000/%) 5T & -

HRFERNEEEEBR CEETE - &)
I & 2 5| SRS &R o

BN T T MFLEEAEE S A -
B 25| SR EEEEE -
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For the year ended 31 December 2005 B#Z —_TZRAF+-_A=+—HILFE

14. PROPERTY, PLANT AND EQUIPMENT 14. 9% - BERE
Furniture
Leasehold  Plant and and Office
improvement  equipment fixtures  equipment Motor
Buildings ~ HEET BER FRR BWAZE  vehicles Total
EF 40 By $E RE RE @t
HK$000  HK$000  HKS000  HKS00O  HK$000  HKS00O  HK$000
TATL TEL TAT TATL TEL TAT TEL
CosT A
At T January 2004 and RZZZME-A-AR
1 January 2005 R-ZZaE-f-R 29647 2262 18473 191 93 371 51,037
Additions NE - - - - 89 - 89
At 31 December 2005 WZEZRET-A=1-0 29647 2,262 18,473 191 182 37 51,126
DEPRECIATION AND WERAE
IMPAIRMENT
At 1 January 2004 RZZZME-A-A 845 35 1923 113 48 89 3370
Provided for the year Enkia 1,265 45 1,846 39 19 38 3,659
Impaiment loss HE = - 8,004 = - = 8,004
At 31 December 2004 and ACEETNET—A=+-BER
1 January 2005 R-ZZaE-f-A 2,110 804 11,773 152 67 127 15,033
Provided for the year EREeE 1,265 45) 1,846 36 2% 37 3,662
Impairment loss o] - - 3,364 - - - 3364
At 31 December 2005 RZBBRE+ZA=+-F 3355 1,256 16,983 188 93 164 22,059
CARRYING VALUES RARE
At 31 December 2005 R-ZFRET-A=1t-B 26212 1,006 1,490 3 89 207 29,067
At 31 December 2004 R-EEME+-A=1-H 2759 1,458 6,700 39 26 244 36,004

During the year, the directors reviewed the carrying amount of
the Group's property, plant and equipment and identified that
certain of the production assets have been impaired due to the
operating loss of the business. Accordingly, the carrying amounts
of those assets are reduced to their respective recoverable
amounts, which represent the valuation made by an independent
professional valuer on their fair market value in continued use as
at the balance sheet date. The fair value market value in continued
use means the estimated amount expressed in terms of money
that may be reasonably expected for assets in exchange between
a willing buyer and a willing seller with equity to both, neither
being under any compulsion to sell or buy, both fully aware of all
relevant facts, as of an appraisal date, and assuming that the
earnings support the value reported.
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15. PREPAID LEASE PAYMENTS
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For the year ended 31 December 2005 BZ T ZRAF +-A=+—HILFE

15. fAft#Ee

Land are rights

in the PRC
A L {5
HK$'000
FHET
COoST 2%
At 1 January 2004, 1 January 2005 RZZTZENF—F—H  RZZTHE—HA—H
and 31 December 2005 R —ZTRE+=-_A=1+—H 11,797
RELEASE TO INCOME STATEMENT BABRR
At 1 January 2004 RN_ZZNFE—H—H 577
Charge for the year FAZ M 590
At 31 December 2004 and R_ZTZMFE+_A=+—H
1 January 2005 ER_ZTHFE—A—H 1,167
Charge for the year FAZ M 590
At 31 December 2005 R-ZFBHEF+-A=+—8 1,757
CARRYING VALUES BRME{E
At 31 December 2005 R-ZBERF+-A=t—H 10,040
At 31 December 2004 R-TFEMF+_A=1+—H 10,630
Analysed for reporting purposes as follows: REBWMANDTOT -
2005 2004
—EBTRE —TTNHF
HK$'000 HK$'000
TERT FHT
Current portion BNERER 5 590 590
Non-current portion JEBNEAER 2 9,450 10,040
10,040 10,630

The land use rights in the PRC are under medium term leases.

oh Bt PR LA o SRR 495 5 o

Annual Report 2005
“EEREFER

63



64

NoTEs To THE FINANCIAL STATEMENTS

B 3% ¥R 3R MY RE

For the year ended 31 December 2005 HE=ZTZERAF+-A=+—HILFE

16. INVESTMENT PROPERTIES 16. ®EME
HK$'000
FHT
At 1 January 2004 and 1 January 2005 HAZ=ZZTPMF—H—
—ETERF—H— 46,607
Fair value change N EEE) (500)
At 31 December 2005 R-FEAF+-_A=1t—H 46,107

The investment properties were revalued on a market value at
the continued use basis as at 31 December 2004 and 31
December 2005 by Greater China Appraisal Limited, a firm of
independent professional property valuers. The continued use
basis assumes the properties will be used for the purposes for
which the properties are designed and built, or to which they are
currently adopted.

All the Group's investment properties are leased out under
operating leases.

Investment properties represent the land use right and buildings
in the PRC with a medium term lease.
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For the year ended 31 December 2005 BZ T ZRAF +-A=+—HILFE

17. INTANGIBLE ASSETS 17. EEE
Licence Knowhow Total
ST RE 1l st
HK$'000 HK$'000 HK$'000
T FET FET
COST 2%
At 1 January 2004, R-ZZMFE—HA—H -
1 January 2005 and RZEZERF—A—H
at 31 December 2005 FR=—ZEZTRF
+=—A=+—H” 1,880 7.520 9,400
AMORTISATION AND BEERRE
IMPAIRMENT
At 1 January 2004 R-ZZNFE—H—H 1,128 2,632 3,760
Provided for the year FANE 188 752 940
Impairment loss EiE = 1,645 1,645
At 1 January 2005 RZZEZTRF—H—H 1,316 5,029 6,345
Provided for the year FANE 188 752 940
Impairment loss EiE 376 1,739 2,115
At 31 December 2005 R=ZZRF+=-A=+—H 1,880 7,520 9,400
CARRYING VALUES BRTE{E
At 31 December 2005 R-BEEHRF+-HA=+—H - - -
At 31 December 2004 RZZETWFE+ =/ =+—H 564 2,491 3,055

The costs of licence and knowhow are amortised on a straight-
line basis over 10 years.

During the year, the directors reviewed the carrying amount of
the Group's intangible assets and identified that the intangible
assets have been impaired due to the operating loss of the
business. Accordingly, the carrying amounts of the assets are
written off in full in current year income statement.

RESTRICTED BANK DEPOSIT

The balance represented restricted bank deposit made to a bank
for guarantee granted by that bank to the landlord of one of the
Group's rental premises. The term of such rental premise is from
3 January 2006 to 31 December 2008 and accordingly, the
restricted bank deposit is classified as non-current.

Rt R A TR B AREN

FR - ERENAEBBTEEZRE
B WHERETEIEERNZGELRL
LEENERE - At - RFEEZR
EECEBNEFERERAME -

BRBBITHFER

ZAERIERIRTTIEL 2 BRHIIRTTHE
R ARZIRITRAANEE RS —THHE
MEXTREER - ZEHEMEZF
Hh —TTEREF-HA=AE_ZTT\F
TZA=1+—RH1E - Utk - BRFIRT
FRFERIERE °
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For the year ended 31 December 2005 B#Z —_TZRAF+-_A=+—HILFE

19. INVENTORIES 19. &

2005 2004
—ETRF —ZTTWF
HK$'000 HK$'000
FET T
Raw materials and consumables R K EFE G - 4
Work in progress S m - 66
- 70

20. CASH AND BANK BALANCES 20. RERBE&ER

Cash and bank balances comprise cash held by the Group and
short-term bank deposits with maturity of three months or less.
The fair value of these assets approximates to the carrying amounts.

21. TRADE AND OTHER PAYABLES 21.

The following is an aged analysis of trade and other payables at

R MRS ERBREAKEMFRER
= (ARSI T I 2 FEHIERITIFAR © 7%
FEE N HERREERLD -

FE £ R o B 1t FE £+ SR IH

FER AR R N FRIR N R B 2 R

the reporting date: BT
THE GROUP
REH
2005 2004
—EBHE _—TTWHF
HK$'000 HK$'000
FET FHET
0 to 180 days 0 £180H 953 =
181 to 365 days 181 365H - 1,284
Over 365 days 365 B E 250 517
1,203 1,801

The fair value of trade and other payables approximates to the
carrying amounts.
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22.

23.

NoTes To THE FINANCIAL STATEMENTS

For the year ended 31 December 2005 HZE_=TZF

CONVERTIBLE BONDS

On 11 November 2005, the Company issued convertible bonds
(the "Bonds") with a principal amount of HK$51,000,000. The
Bonds mature on the third anniversary from the date of first issue
and bear zero coupons. The Bonds entitle the holders to convert
the Bonds into the Company's ordinary shares at conversion price
of HK$0.2713 per share.

The convertible bonds contain two components, liability and equity
elements. Upon the application of HKAS 32 Financial Instruments:
Disclosure and Presentation (see Note 3 for details), the
convertible bond were split between the liability and equity
elements. The equity element is presented in equity heading
“convertible bonds — equity reserve”.

The fair value of the liability component of the convertible bonds
at 31 December 2005, determined based on the present value

22.

Bt 35 8RR MY RE

RAFE+—A=t—HLFE

iR RS

RZZFZRFT—H+—HB  AAA%
1778€58451,000,00078 70 2 AJ 2 0%
&S ([EF]) - EFREREITAER
SESRERE  ABTES - E5R
THA AERNIEIREETRR0.2713%
L ES AR AR B EmR o

gk ESeEmE D - BERERE

c RABAGTEREI2RERMT
/Ec RERZS) FERMES) - A
BESHH D RABEREREDD o Bl
DIRERRE N [ AT E S —
EALESTIE

ARRESREHRIN -TETRF+=
A=1—B 2 E (REERAHRAL

of the estimated future cash outflows discounted at the prevailing BEFNGEE B 2 175t AR 2 ik
market rate for an equivalent non-convertible bonds at the balance ATRERESRLCHEEE) OR
sheet date, was approximately HK$42,043,000. 42,043,000% 7T °
SHARE CAPITAL OF THE COMPANY 23. FAFEF
No. of shares HK$'000
R EE FH&T
Authorised: ERE
Shares of HK$0.05 each %@@O 0578 7T < I tn
At 1 January 2004, RZZZMFE—HA—H -
31 December 2004 :ggmiwtﬂ =+—H
and 31 December 2005 E-_EZHFT_A=1+—H 10,000,000,000 500,000
Issued and fully paid: BEITMER
Shares of HK$0.05 each %@@O 0578 7T < I tn
At 1 January 2004, RZZZMFE—H—H -
31 December 2004 :ggmiwtﬂ =+—H
and 31 December 2005 E-_EZHFT_A=1+—H 1,699,860,000 84,993
There were no changes in the Company’s authorised, issued and RRBIZIERE ~ BT RBURIRA R
fully paid share capital for both years. BEFEEHES
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For the year ended 31 December 2005 B#Z —_TZRAF+-_A=+—HILFE

24.

SHARE OPTION SCHEME

The Company has a share option scheme (the “Scheme”), which
was approved and adopted by the Company on 15 October 2003.
The Scheme is for the purpose of enabling the Company to grant
options to any employees (whether full time or part time),
executives and officers of the Group (including executive and
non-executive directors of the Company or any of its subsidiaries)
and business consultants, agents and legal and financial advisors
of the Group to subscribe for shares in the Company as incentives
and rewards for their contribution to the Group. The Scheme will
expire in 2013.

Subject to the condition that the total number of shares which
may be issued upon the exercise of all outstanding options granted
and yet to be exercised under the Scheme and any other schemes
of the Company must not exceed 30% of the shares of the
Company in issue from time to time, the total number of shares
in respect of which options may be granted under the Scheme
when aggregated with any shares subject to any other schemes
is not permitted to exceed 10% of the shares of the Company,
without prior approval from the Company's shareholders. The
number of shares in respect of which options may be granted to
any individual in aggregate in any 12-month period is not permitted
to exceed 1% of the shares of the Company in issue, without
prior approval from the Company's shareholders. Options granted
to substantial shareholders or independent non-executive directors
in any one year exceeding the higher of 0.1% of the Company's
shares in issue and with a value in excess of HK$5 million must
be approved by the Company's shareholders.

Options granted must be taken up within 30 days of the date of
grant, upon payment of HK$1 per grant. Options may be exercised
at any time from the date of grant of the share option to such
date as determined by the board of directors but in any event not
exceeding 10 years. The exercise price is determined by the
directors of the Company, and will not be less than the higher of
the closing price of the Company's shares on the date of grant,
the average closing price of the shares for the five business days
immediately preceding the date of grant and the nominal value
of the Company'’s shares.
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24. SHARE OPTION SCHEME (continued) 24. BEBGIERTE (I8)

FR - REBBET SR TARRES
RASEBER 2 BEEBBWT

The number of options, which have been granted to the directors
of the Company and consultants of the Group under the share
option scheme, during the year is as follows:

Granted
during the
year and
outstanding
at 31.12.2005
FRAERER
Exercisable Exercise R-EZHEF
Date of grant period pricc +=HA=+—H
B B H AI4TEHA 1TEE e RITE
Directors
5% 15.11.2005 15.11.2005 — 14.11.2015 0.305 33,997,200
Consultants
=l 15.11.2005 15.11.2005 - 14.11.2015 0.305 1,699,860
Consultants
=G 15.11.2005 15.11.2005 - 14.11.2015 0.315 115,590,480
151,287,540

The fair values of options granted were calculated using the Black-
Scholes pricing model. The inputs into the models are as follows:

Share price at date of grant HK$0.31
Expected volatility 38.8%
Expected life in year 1
Risk free rate 4.01%
Expected dividend yield nil

The expected life used in the model has been adjusted, based
on management's best estimate, for the effects of non-
transferability, exercise restitutions and behavioural considerations.

The fair value of each option was HK$0.053 at the date of grant.

PR MBI 2 N T ERAEHIRETE
B3 (Black-Scholes Option Pricing
Model)st & o AT A RBAZER :

RHAHZRE 031787
TEENR IR 38.8%
SR 1
4 [ i b = 4.01%
EREERES =

ZEARAZ B FHNEREEE L
RAEGRT BT ATERR N  IRITIE AT

RIFHBE  SHEREZAFES
0.053E& 7T °
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25. RESERVES

(a)

(b)

Special reserve

The special reserve represents the difference between the
fair values of the underlying net assets of the subsidiaries
at the date on which they were acquired by the Company
and the nominal amount of the Company's shares issued
under the group reorganisation in June 2001.

Statutory reserve funds

As stipulated by the relevant laws and regulations for foreign
investment enterprises in the PRC, the subsidiaries in the
PRC are required to maintain three statutory reserves, being
a statutory surplus reserve fund, an enterprise expansion
fund and a staff welfare and incentive bonus fund which
are non-distributable. Appropriations to such reserves are
made out of net profit after taxation of the statutory financial
statements of the subsidiaries in the PRC while the amounts
and allocation basis are decided by their board of directors
annually. The statutory surplus reserve fund can be used to
make up prior year losses, if any, and can be applied in
conversion into capital by means of capitalisation issue.
The enterprise expansion fund is used for expanding the
capital bases of the subsidiary in the PRC by means of
capitalisation issue.

No appropriations as made to the staff welfare and incentive
bonus fund in prior or current periods.

26. CONTINGENT LIABILITIES

The Group had no material contingent liabilities at the balance

sheet date.
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OPERATING LEASES

The Group as lessee

At the balance sheet date, the Group had commitments for future
minimum lease payments in respect of properties under non-
cancellable operating leases which fall due as follows:

217.

#EEN

AEBMER/EBA

REER - AEEBREYE 2 TR
R ERARIE 2 BREEBEFTRR
THIFHRIH -

2005 2004
—ETRFE —TTNHF
HK$'000 HK$'000
TERT FHET
Within one year —FA 1,829 39
In the second to fifth years inclusive E_EZFNEF  BEGEMSF 1,774 -
3,603 39
The Group as lessor AEEESHBEA

At the balance sheet date, the Group has contracted with a tenant
for the following future minimum lease payments:

REEHR - AEEDH T B R&ER
EFREEPRI AL

2005 2004

—EERFE —_TEMF

HK$°000 HK$'000

FET FH&TT

Within one year —FA 1,000 1,000
In the second to fifth years inclusive FE_EZFERF  BREEEME 1,000 2,000
2,000 3,000

The Group's investment properties are held for rental purposes
and committed the tenant for a period of four years, commencing
from January 2004 to December 2007.

COMMITMENTS

The Group had no material commitment at the balance sheet
date.

28.
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For the year ended 31 December 2005 B#Z —_TZRAF+-_A=+—HILFE

29. RELATED PARTY TRANSACTIONS

72

30.

Details of key management compensation are set out in note 10
to the financial statements. The Group had no other significant
related party transactions for both years.

RETIREMENT BENEFIT SCHEME

The group companies operating in the PRC participate in defined
contribution retirement schemes organised by the relevant local
government authorities in the PRC. All PRC employees are entitled
to an annual pension equal to a fixed portion of their ending
basic salaries at their retirement dates. The Group is required to
make specific contributions to the retirement schemes at a rate
of 18% (2004: 18%) of basic salary of its PRC employees and
has no further obligation for post-retirement benefits beyond the
annual contributions made. Pursuant to these arrangements, the
retirement plan contributions paid for the year ended 31
December 2005 amounted to approximately HK$75,000 (2004:
HK$110,000).

The Group has a Mandatory Provident Fund Scheme (“MPF
Scheme”) for all its non-PRC employees. The MPF Scheme is
registered with the Mandatory Provident Fund Scheme Authority
under the Mandatory Provident Fund Schemes Ordinance. The
assets of the MPF Scheme are held separately from those of the
Group in funds under the control of an independent trustee. Under
the rules of the MPF Scheme, the employer and its employees
are each required to make contributions to the scheme at rates
specified in the rules. The only obligation of the Group with respect
of the MPF Scheme is to make the required contributions under
the MPF Scheme. The retirement benefit scheme contributions
arising from the MPF Scheme charged to the income statement
represent contributions payable to the funds by the Group. During
the year, the Group made retirement benefit scheme contributions
to the MPF Scheme amounting to HK$51,000 (2004:
HK$92,000).
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31. FINANCIAL INFORMATION OF THE COMPANY 31. FoFZHBRE

2005 2004
—EEEF —TIMF
HK$'000 HK$'000
THE  TAT

Non-current assets IEMBNE E
Property, plant and equipment (note a)  #1% * BE K& &4 (i sEa) 88 10
Investments in subsidiaries (note b) KB A E 2% & (HiaEb) 28,475 28,475
28,563 28,485

Current assets MENEE
Prepayments and deposits TERTEIE RAFK 244 -
Amounts due from subsidiaries (N ENEIVE S 26,680 110,626
Cash and bank balances e RRITHER 177,946 33,181
204,870 143,807
Current liabilities mEAE

Accruals FERTEIR 953 723
Amount due to a subsidiary HERME R EIFIE 17,485 150
18,438 873
Net current assets MENEEFE 186,432 142,934
Total assets less current liabilities REERTEEE 214,995 171,419

Non-current liabilities JEMBEIAE
Convertible bonds (note 22) AgRES (f5E22) 42,043 =
Net assets BEFE 172,952 171,419

Capital and reserves BN
Share capital (note 23) IRAS (FfFEE23) 84,993 84,993
Reserves (note c) & (=t 87,959 86,426
172,952 171,419
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31. FINANCIAL INFORMATION OF THE COMPANY 31. ZLXFZMBRHAE (W)
(continued)
Notes: 5T
(a) Property, plant and equipment (@) Y% BERRE
Furniture Office
and fixtures  equipment
e i PN Total
REE B st
HK$'000 HK$'000 HK$'000
THETT FHET THET
COST 2%
At 1 January 2004 RZZEZNF—A—BR
and 1 January 2005 RZZTHF—F—H 6 23 29
Additions NE - 89 89
At 31 December 2005 R=ZZERF+=—A=+—H 6 112 118
DEPRECIATION e
At 1 January 2004 R-ZEZTWF—H—H 3 11 14
Provided for the year FREE 1 4 5
At 31 December 2004 R=ZZENF+=A=+—H
and 1 January 2005 ER=_ZZTRF—HA—H 4 15 19
Provided for the year FREE 1 10 1
At 31 December 2005 R=ZZERF+=—A=+—H 5 25 30
NET BOOK VALUES BREFE
At 31 December 2005 R-ZZAF+-A=1+—H 1 87 88
At 31 December 2004 R=ZZENF+=A=+—H 2 8 10
(b) Investments in subsidiaries (b) RMBATZERE
2005 & 2004
“ETRFR-ZBZONF
HK$'000
FHET
Unlisted shares JE LTS 28,475
The carrying value of the unlisted shares is based on the fair values I BT 2 BREE TH IR M A FIAR
of the underlying net assets of the subsidiaries at the time they RS BB E R AR AR S T L e
became members of the Group under the reorganisation of the TEERRAEEK B AR 2B
Group for listing of its shares on the Stock Exchange. BEFEAFENE -
74 Signal Media and Communications Holdings Limited
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FINANCIAL INFORMATION OF THE COMPANY

(continued)

Notes: (continued)

(b) Investments in subsidiaries (continued)

Particulars of the Company’s subsidiaries, all of which are wholly-

owned at 31 December 2005 are as follows:

31. ZLXFZHBERH W)

MisE - ()

(b)

RTE QR ZRE (&)

AARZEMBARN _ZTRF+
“A=tT—HZFHBWT

Place/ Issued and fully
country of paid ordinary  Proportion of nominal

Name of subsidiary/ incorporation/ share capital/  value of issued capital

kind of legal entity establishment registered capital held by the Company

if PRV M BRITRMR AATRBECRT Principal activities

EAERER RIS/ BR EBBEREEREX RAE E 2 Ll FTEEH

Directly Indirectly
HE L3
% %

Goldigit Limited/ British Virgin US$10,000 100 - Investment holding
limited liability Islands (“BVI") 10,000%7T BEER
BEREERR] RBRLHS

(RBEZES])

Master Tailor BVI US$1 - 100 Investment holding
Investments Limited/ RERLHS 17T REER
limited liability
BEREERR]

Spring New BVI US$1 - 100 Investment holding
Developments Limited/ REBRZES 17T BEER
limited liability
BEREERAR]

Fujian Goldigit/ PRC HK$3,000,000 - 100 Development and
wholly foreign— H 3,000,000/ 7T distribution of

owned enterprise

BEDE/RINELHE

solvent pesticides
GRS SR A
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31. FINANCIAL INFORMATION OF THE COMPANY 31. XATFZMBEHE @)
(continued)
Notes: (continued) iz : (48)
(b) Investments in subsidiaries (continued) (b) RHEARZERE (@&
Place/ Issued and fully
country of paid ordinary  Proportion of nominal
Name of subsidiary/ incorporation/ share capital/  value of issued capital
kind of legal entity establishment registered capital held by the Company
HEARERE MR, BRTRAR AATRBECRT Principal activities
EAERER RUBEBER TBERE ZEMER RAEE 2 LA TREH
Directly Indirectly
HE &
% %
Fuzhou Development PRC HK$10,000,000 - 100 Property holding
Zone Goldigit Fine H 10,000,00077T ESE=E/E

Chemical Industry
Co., Ltd./wholly
foreign-owned
enterprise

RN R A
EIEBAR 2INERE

Quanzhou Quangang PRC US$1,000,000 - 100 Inactive
Fine Chemical H 1,000,000%7T Hmex
Co., Ltd./wholly
foreign-owned
enterprise

FMNRES =BT
BRAR/ ZINERE

Richpro Group Limited/ BVI us$1 100 - Investment holding
limited liability LBERES (E REER
BREERAR

o
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31. FINANCIAL INFORMATION OF THE COMPANY

(continued)

Notes: (continued)

(b) Investments in subsidiaries (continued)

31. ZLXFZHBERH W)

MisE - ()

(b) RKEIRZIRE @&

Place/ Issued and fully
country of paid ordinary  Proportion of nominal

Name of subsidiary/ incorporation/ share capital/  value of issued capital

kind of legal entity establishment registered capital held by the Company

if PRV M BRITRMR AATRBECRT Principal activities

EABRER RIS/ BR EBBEREEREX RAE E 2 Ll FTEEH

Directly Indirectly
HE L3
% %

Direct Offer Limited/ BVI US$1 100 - Investment holding
limited liability RERLHS 17T REER
BEREERR]

Profit Now Investment Hong Kong HK$1 100 = Inactive
Limited/limited &S 17T Emex
liability
BEREERR]

Signalmedia Networks Hong Kong HK$1 - 100 Inactive
Hong Kong Limited/ BB 18T Hmex
limited liability
BEREERAR

All the subsidiaries incorporated in the British Virgin Islands operate
in Hong Kong and all the PRC subsidiaries operate in the PRC.

None of the subsidiaries had any debt securities outstanding at
the end of the year or at any time during the year.

FIERRBRELESEMRILZ B RN
FRRE - MAAHEMER RSN HEL

o

FAEEAS B S (AR - WERERE A

BB EMBEITEINZ AT

Annual Report 2005
“EEREFER

77



78

NoTEs To THE FINANCIAL STATEMENTS

B 3% ¥R 3R MY RE

For the year ended 31 December 2005 B#Z —_TZRAF+-_A=+—HILFE

31.

FINANCIAL INFORMATION OF THE COMPANY

(continued)
Notes: (continued)

(c) Reserves

31. ZLXFZMBRHAE (W)

Mzt - (&)

() f@®fE
Shared-based Convertible
Share  compensation bonds Special  Accumulated
premium reserve reserve reserve losses Total
DRBAER TaR
Pk 4 &5 5 git
BRiEE it e e BR #st
HK$'000 HK$'000 HK$'000 HK$000 HK$000 HK$'000
THL THL TEL FHT FHL THL
At 1 January 2004 R-FEmE—F-A 72,657 - - 28470 (9242) 91,885
Loss for the year FREE - - - - (5459) (5,459)
At 1 January 2005 R-EZRE—f-H 72,657 - - 28470 (14701) 86,426
Loss for the year FREE - - - - (15442) (15442)
Recognition of equity BAMARES
component of RS
convertible bonds - - 8957 - - 8957
Recognition of equity PR ERIAR L
settled share-based RER N
payments - 8,018 - - - 8,008
At31 December2005 H=FTAF+=A=+—-H 72,657 8,018 8,957 28,470 (30,143) 87,959
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32. POST BALANCE SHEET EVENTS

@

(b)

On 3 January 2006, the Company entered into a sale and
purchase agreement with Jovian Communication Group
Limited to acquire the entire issued share capital of Jovian
Financial Communications Limited (“Jovian”) at the
consideration of HK$23,600,000. The consideration is to
be satisfied as to HK$14,160,000 by cash and
HK$9,440,000 by the Company allotting and issuing
31,466,666 new shares to Jovian Communication Group
Limited, credited as fully paid, at an issue price of HK$0.30
per share.

Details of the acquisition is set out in the circular dated 10
March 2006.

The Group is in the process of assessing of the fair values
of the identifiable assets and liabilities of Jovian and
accordingly, the financial effects of the acquisition is not
presented.

The acquisition has been completed as at the date of this
report.

On 11 April 2006, the Company entered into a subscription
agreement in relation to the subscription by four subscribers
of an aggregate of 959,000,000 new shares at the price of
HK$0.20 per new share. The estimated net proceeds from
the subscription amount to approximately HK$191.2 million
and are intended to be used for future investment purposes.
Such subscription of new shares is subject to the approval
at an extraordinary general meeting on 12 May 2006.

32. FHB&SR

(@

(b)

RZTERFE—A=H A2
A@E%%%.E@Amﬂlﬁ
Bl 0 WBAREVEERER
AR (DRE]) =58 1T
7 R{E23,600,000 7T ° KfE
F14,160,0008 T AR E X
5+ 119,440,000/ ST AR
AR EEEEEBRARRRE
Y2773 1,466,666k (73817
EFRR0.30B T ABRIIESZ)
ST

FRARBEWEFHBEENAYA—
TTRF=ATRZENK

AEBEAERE S E A BRI EE
RBEz R TE - Bt - WEE
S ARSI -

RS
X °

TR RIEWED

Hl} %

REZZTZRNFMA+—H ' &2
Téﬁi IR AR —BRER
IR ERRFIRD0.20E LB
-”ﬁ%:. $959,000,000 %7 B
7 o [T RBATSREFENR
191,200,000/ 7T » WA H
BRIEERS - WIBHRNAREA
FETRNFERAT—HSETZ
BRERASRIANSHE - FAIEE -
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