1.

CORPORATE INFORMATION

Orient Power Holdings Limited is a limited liability
company incorporated in Bermuda. The registered office
of the Company is located at Canon's Court, 22 Victoria
Street, Hamilton HM 12, Bermuda.

During the year, the Group was involved in the following
activities:

- the development, manufacture, sale and
distribution of information and entertainment
consumer electronic products for home and

automobiles;

—  the development and provision of networking
technology services; and

—  the provision of integrated solutions and services
for the cable TV industry.

2.1 BASIS OF PRESENTATION AND

FUNDAMENTAL UNCERTAINTIES
IN RESPECT OF THE GOING
CONCERN BASIS

The Group sustained a loss attributable to the equity
holders of the parent of HK$1,254,365,000 and reported
a net cash outflow from operating activities of
HK$550,022,000 for the year ended 31 December
2005. At 31 December 2005, the Group had
consolidated net current liabilities of HK$942,120,000
and deficiency of assets of HK$497,794,000.

Included in the consolidated net current liabilities of
HK$942,120,000 as at 31 December 2005 were bank
borrowings of HK$1,135,689,000, bills payable of
HK$223,020,000 and trade payables of
HK$333,699,000, respectively (collectively the “Financial
Creditors”).
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2.1 BASIS OF PRESENTATION AND

FUNDAMENTAL UNCERTAINTIES
IN RESPECT OF THE GOING
CONCERN BASIS (continued)

On 30 May 2005, as a result of a prior breach of a
syndicated loan covenant and the announcement of
certain litigation against the Group by Koninklijke Philips
Electronics N.V. (“Philips”), the Group sought protection
under The Hong Kong Association of Banks and The
Hong Kong Monetary Authority’s guidelines “Hong Kong
Approach To Corporate Difficulties”. Following this action
the Group entered a period of informal standstill with
its lending banks in respect of the banking facilities of
the Group prior to establishing a formal standstill under
a standstill agreement dated 14 October 2005 (the
“Standstill Agreement” as defined hereunder).

The Standstill Agreement has currently been agreed to
by all but one of the Group's Hong Kong based lending
banks, which is currently under the administration of
the Hong Kong Monetary Authority. The aim of the
Standstill Agreement is to provide the Group with
sufficient time and stability to negotiate and implement
a restructuring of the banking facilities extended to the
Group (the “Existing Facilities”) under a formal debt
restructuring arrangement. Under the Standstill
Agreement the banks (“the Lenders") have agreed not
to enforce the payment of monies due from the Group
under the Existing Facilities during the standstill period
(the “Standstill Period”), which assuming no early
termination on the occurrence of a default would expire
on 31 January 2006 (the "Expiry Date"). In return, the
Group had provided the Lenders with a fixed and floating
charge debenture (the “Debenture”) on all the assets
of the Group.
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2.1 BASIS OF PRESENTATION AND

FUNDAMENTAL UNCERTAINTIES
IN RESPECT OF THE GOING
CONCERN BASIS (continued)

The Standstill Agreement includes, inter alia, the
following principal terms:

(i) the Lenders agreed, subject to the observation of
certain terms, not to commence liquidation,
receivership or insolvency related proceedings
against the Group before the Expiry Date;

(i) the Group provided the Lenders with a fixed and
floating charge debenture (the “Debenture”) on
all the assets of the Group;

(iii) the Lenders reserved their rights in respect of
previous breaches of covenants by the Group
under the Existing Facilities;

(iv) the revolving banking facilities would continue to
be made available and be operated to the extent
they were utilised on 30 May 2005; and

(v) on maturity or roll-over dates of any of the Existing
Facilities, the original terms of the relevant facility
would be maintained subject to certain repayments
being made to the Lenders.

Several extensions were granted by the Lenders to
extend the Expiry Date and based on the latest written
consent from the Lenders, the Expiry Date was further
extended to 28 April 2006 with provision for further
extension to 30 May 2006.

While certain covenants as specified in the Standstill
Agreement have not been complied with during the
Standstill Period, the Group has satisfied the Lenders
so as to allow for extensions of the Standstill Agreement,
and as at the date of this report, no notice of early
termination of the Standstill Agreement has been
received from any of the Lenders.
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2.1 BASIS OF PRESENTATION AND

FUNDAMENTAL UNCERTAINTIES
IN RESPECT OF THE GOING
CONCERN BASIS (continued)

With a view to securing the support of the Lenders on a
medium to long term basis in respect of the Existing
Facilities, in January 2006, the Group presented a
financial restructuring proposal (the “Debt Restructuring
Proposal”) to the Lenders to replace the Standstill
Agreement. The Restructuring Proposal involves, inter
alia, the following principal steps:

(i) the rationalisation of the Group's resources to focus
on higher margin business, and the associated
rationalisation of manufacturing facilities to ensure
fuller utilisation of production capacity;

(i) the reduction of factory overheads and various
general and administrative expenses;

(i) the sale of certain properties of the Group; and

(iv) the restructuring and repayment of indebtedness
to all Lenders of the Group on a medium to long
term basis.

In view of the Debt Restructuring Proposal, impairment
assessments have been performed by the directors of
the Company to determine the recoverable amounts of
the property, plant and equipment, deferred product
development costs and deposits for product
development costs and moulds, either from utilisation
in future operations, or from their disposal, in accordance
with the future production plan of the Group.
Accordingly, an impairment provision of HK$88,665,000
and a write-off of HK$19,949,000 have been made
against the property, plant and equipment and charged
to the consolidated income statement for the year ended
31 December 2005. Besides, deferred product
development costs capitalised of HK$50,037,000 and
deposits for product development costs and moulds of
HK$26,663,000 have also been written off and charged
to the consolidated income statement for the year ended
31 December 2005.
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2.1 BASIS OF PRESENTATION AND

FUNDAMENTAL UNCERTAINTIES
IN RESPECT OF THE GOING
CONCERN BASIS (continued)

At the date of the approval of these financial statements,
several legal writs have been served to the Group in
connection with unsettled trade payables for certain good
purchases. The directors of the Company are in the
opinion that the trade creditors will continue the normal
trading arrangement with the Group to support its
operations.

On the basis that the Debt Restructuring Proposal (or
similar arrangements) will be successfully implemented
and continuous financial support can be obtained from
the Group's Financial Creditors, the directors of the
Company consider that the Group will have sufficient
working capital to finance its operations in the
foreseeable future and the directors of the Company
are satisfied that it is appropriate to prepare the financial
statements on a going concern basis.

If the going concern basis were not to be appropriate,
adjustments would have to be made to restate the
values of the Company’s assets to their recoverable
amounts, to provide for any further liabilities which might
arise and to reclassify non-current assets and liabilities
as current assets and liabilities, respectively.

2.2 BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards ("HKFRSs") (which also include Hong Kong
Accounting Standards (“HKASs") and Interpretations)
issued by the Hong Kong Institute of Certified Public
Accountants, accounting principles generally accepted
in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance. They have been
prepared under the historical cost convention, except
for the Group's investment property and certain buildings
and equity investments, which have been measured at
fair value. These financial statements are presented in
Hong Kong dollars ("HK$") and all values are rounded
to the nearest thousand except when otherwise
indicated.
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2.2 BASIS OF PREPARATION 224 WEXE (1)

(continued)

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
for the year ended 31 December 2005. Adjustments
are made to bring into line any dissimilar accounting
policies that may exist. The results of the subsidiaries
are consolidated from the date of acquisition, being the
date on which the Group obtains control, and continue
to be consolidated until the date that such control
ceases. All significant intercompany transactions and
balances within the Group are eliminated on
consolidation.

The acquisition of subsidiaries during the year has been
accounted for using the purchase method of accounting.
This method involves allocating the cost of the business
combinations to the fair value of the assets acquired,
and liabilities and contingent liabilities assumed at the
date of acquisition. The cost of the acquisition is
measured at the aggregate of the fair value of the assets
given, equity instruments issued and liabilities incurred
or assumed at the date of exchange, plus costs directly
attributable to the acquisition.

Minority interests represent the interests of outside
shareholders in the results and net assets of the
Company's subsidiaries.
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2.3IMPACT OF NEW AND REVISED
HONG KONG FINANCIAL
REPORTING STANDARDS

The following new and revised HKFRSs affect the Group
and are adopted for the first time for the current year's
financial statements:

HKAS 1 Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors

HKAS 10 Events after the Balance Sheet Date

HKAS 11 Construction Contracts

HKAS 12 Income Taxes

HKAS 14 Segment Reporting

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 19 Employee Benefits

HKAS 20 Accounting for Government Grants and
Disclosure of Government Assistance

HKAS 21 The Effects of Changes in Foreign
Exchange Rates

HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial
Statements

HKAS 28 Investments in Associates

HKAS 31 Interests in Joint Ventures

HKAS 32 Financial Instruments: Disclosure and
Presentation

HKAS 33 Earnings per Share

HKAS 36 Impairment of Assets

HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets

HKAS 38 Intangible Assets

HKAS 39 Financial Instruments: Recognition and
Measurement

HKAS 39 Transition and Initial Recognition

Amendment of Financial Assets and
Financial Liabilities

HKAS 40 Investment Property

HKFRS 2 Share-based Payment

HKFRS 3 Business Combinations

HKFRS 5 Non-current Assets Held for Sale and

Discontinued Operations
HK(SIC)-Int 21 Income Taxes — Recovery of Revalued
Non-depreciable Assets
HK-Int 4 Leases — Determination of the Length
of Lease Term in respect of Hong
Kong Land Leases
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2.3IMPACT OF NEW AND REVISED

HONG KONG FINANCIAL
REPORTING STANDARDS
(continued)

The adoption of HKASs 2, 7, 8, 10, 11, 12, 14, 16, 18,
19, 20, 23, 27, 28, 31, 33, 37, 38, HKFRS 2, HKFRS 5
and HK-Int 4 has had no material impact on the
accounting policies of the Group and the Company and
the methods of computation in the Group's and the
Company's financial statements.

HKAS 1 has affected the presentation of minority
interests on the face of the consolidated balance sheet,
consolidated income statement, consolidated statement
of changes in equity and other disclosures. In addition,
in prior periods, the Group’s share of tax attributable to
jointly-controlled entities was presented as a component
of the Group’s total tax charge/(credit) in the
consolidated income statement. Upon the adoption of
HKAS 1, the Group's share of the post-acquisition results
of jointly-controlled entities is presented net of the
Group's share of tax attributable to jointly-controlled
entities.

HKAS 21 had no material impact on the Group. As
permitted by the transitional provisions of HKAS 21,
goodwill arising in a business combination prior to 1
January 2005 and fair value adjustments arising on that
acquisition are deemed to be in the currency of the
Company. In respect of acquisitions subsequent to 1
January 2005, any goodwill arising on the acquisition of
a foreign operation and any fair value adjustments to
the carrying amounts of the assets and liabilities are
treated as assets and liabilities of the foreign operation
and are translated at the closing rate in accordance
with HKAS 21.

HKAS 24 has expanded the definition of related parties
and affected the Group's related party disclosures.
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2.3IMPACT OF NEW AND REVISED 2.3%&%&%‘%1!%‘52? B

HONG KONG FINANCIAL BHREZEN 2E (&)
REPORTING STANDARDS

(continued)

The impact of adopting the other HKFRSs is summarised RNE M BB BREER 2B
as follows: UM

(a) HKAS 17 - Leases (a) BB STHERAETH -

In prior years, leasehold land and buildings held
for own use were stated at cost or valuation less
accumulated depreciation and any impairment
losses.

Upon the adoption of HKAS 17, the Group’s
leasehold interest in land and buildings is
separated into leasehold land and leasehold
buildings. The Group's leasehold land is classified
as an operating lease, because the title of the
land is not expected to pass to the Group by the
end of the lease term, and is reclassified from
property, plant and equipment to prepaid land
lease payment, while leasehold buildings continue
to be classified as part of property, plant and
equipment. Prepaid land lease payments under
operating leases are initially stated at cost and
subsequently amortised on the straight-line basis
over the lease term. When the lease payments
cannot be allocated reliably between the land and
buildings elements, the entire lease payments are
included in the cost of the land and buildings as a
finance lease in property, plant and equipment.

This change in accounting policy has had no effect
on the consolidated income statement and retained
profits. The comparative amounts for the year
ended 31 December 2004 in the consolidated
balance sheet have been restated to reflect the
reclassification of the leasehold land.
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2.3IMPACT OF NEW AND REVISED
HONG KONG FINANCIAL
REPORTING STANDARDS
(continued)

(b) HKAS 32 and HKAS 39 - Financial
Instruments

0,

(i)

Equity investment

In prior years, the Group classified its equity
investment as a long term investment, which
was held for non-trading purpose and was
stated at its cost less any impairment losses.
Upon the adoption of HKAS 39, this
investment held by the Group at 1 January
2005 in the carrying amount of nil is
designated as an available-for-sale equity
investment under the transitional provisions
of HKAS 39 and accordingly is stated at fair
value with gains or losses being recognised
as a separate component of equity until
subsequent derecognition or impairment.

The adoption of HKAS 39 has had no effect
on the consolidated income statement and
retained profits.

Discounted bills

In prior years, bills receivable discounted to
banks with recourse were derecognised and
proceeds received for discounting these bills
receivable were disclosed as contingent
liabilities.

Upon the adoption of HKASs 32 and 39, as
the Group has retained substantially all the
risks and rewards of ownership of the
discounted bills receivable with recourse, the
Group is required to continue to recognise
the discounted bills receivable and at the
same time recognise financial liabilities for
the proceeds received.
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2.3IMPACT OF NEW AND REVISED
HONG KONG FINANCIAL
REPORTING STANDARDS
(continued)

The effects of the above changes are summarised in
note 2.5 to the financial statements. In accordance with
the transitional provisions of HKAS 39, comparative
amounts have not been restated.

(c) HKAS 40 - Investment Property

In prior years, changes in the fair value of the
Group's investment property were dealt with as
movements in the asset revaluation reserve. If the
total of this reserve was insufficient to cover a
deficit, on a portfolio basis, the excess of the deficit
was charged to the income statement. Any
subsequent revaluation surplus was credited to
the income statement to the extent of the deficit
previously charged.

Upon the adoption of HKAS 40, gains or losses
arising from changes in the fair value of the
investment property are included in the income
statement in the year in which they arise. In
accordance with the transitional provisions of HKAS
40, the opening balance of retained profits and
the results for the comparative period have been
restated to reflect this change retrospectively. The
effects of the above change are summarised in
note 2.5 to the financial statements.
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2.3IMPACT OF NEW AND REVISED
HONG KONG FINANCIAL
REPORTING STANDARDS
(continued)

(d) HKFRS 3 - Business
Combinations and HKAS 36 -
Impairment of Assets

In prior years, goodwill and negative goodwill
arising on acquisitions prior to 1 January 2001
were eliminated against the consolidated retained
profits and credited to the consolidated capital
reserve, respectively, in the year of acquisition and
were not recognised in the income statement until
disposal or impairment of the acquired businesses.

The adoption of HKFRS 3 and HKAS 36 has
resulted in the Group ceasing annual goodwill
amortisation and commencing testing for
impairment at the cash-generating unit level
annually (or more frequently if events or changes
in circumstances indicate that the carrying value
may be impaired).

Any excess of the Group’s interest in the net fair
value of the acquirees’ identifiable assets, liabilities
and contingent liabilities over the cost of acquisition
of subsidiaries (previously referred to as negative
goodwill), after reassessment, is recognised
immediately in the income statement.
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2.3IMPACT OF NEW AND REVISED 23l REIEFTI 2 BB

HONG KONG FINANCIAL BRELER 2L (F)
REPORTING STANDARDS
(continued)

(d) HKFRS 3 - Business (d) BB KREEREIHR

Combinations and HKAS 36 -
Impairment of Assets (continued)

The transitional provisions of HKFRS 3 have
required the Group to eliminate at 1 January 2005
the carrying amounts of accumulated amortisation
and impairment losses with a corresponding
adjustment to the cost of goodwill and to
derecognise at 1 January 2005 the carrying
amounts of negative goodwill that remaining in
the consolidated capital reserve against retained
profits. Goodwill previously eliminated against the
retained profits remains eliminated against the
retained profits and is not recognised in the income
statement when all or part of the business to which
the goodwill relates is disposed of or when a cash-
generating unit to which the goodwill relates
becomes impaired.

The effects of the above changes are summarised
in note 2.5 to the financial statements. In
accordance with the transitional provisions of
HKFRS 3, comparative amounts have not been
restated.
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2.3IMPACT OF NEW AND REVISED 2.3l R &1E
iR &

HONG KONG FINANCIAL 7% ZE g (&
REPORTING STANDARDS
(continued)

(e) HK(SIC)-Int 21 - Income Taxes -
Recovery of Revalued
Non-depreciable Assets

(e) B (REBRKEESD)
REE2IW-EH -
WEEEGMBTARE
BE

In prior periods, deferred tax arising on the
revaluation of investment properties was
recognised based on the tax rate that would be
applicable upon the sale of the investment
properties.

Upon the adoption of HK(SIC)-Int 21, deferred
tax arising on the revaluation of the Group's
investment property is determined depending on
whether the property will be recovered through
use or through sale. The Group has determined
that its investment property will be recovered
through use, and accordingly the profits tax rate
has been applied to the calculation of deferred
tax.

The adoption of HK(SIC)-Int 21 has had no effect
on the deferred tax position of the Group.
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2.41MPACT OF ISSUED BUT NOT YET

EFFECTIVE HONG KONG
FINANCIAL REPORTING

STANDARDS

The Group has not applied the following new and revised

HKFRSs, that have been issued but are not yet effective,

in these financial statements. Unless otherwise stated,

these HKFRSs are effective for annual periods beginning

on or after 1 January 2006:

HKAS 1 Amendment
HKAS 19 Amendment

HKAS 21 Amendment

HKAS 39 Amendment

HKAS 39 Amendment

HKAS 39 & HKFRS 4
Amendments

HKFRSs 1 & 6
Amendments

HKFRS 6

HKFRS 7

HK(IFRIC)-Int 4

HK(IFRIC)-Int 5

Capital Disclosures

Actuarial Gains and Losses,
Group Plans and Disclosures

The Effects of Changes in
Foreign Exchange Rates —
Net Investment in a Foreign
Operation

Cash Flow Hedge Accounting
of Forecast Intragroup
Transactions

The Fair Value Option

Financial Guarantee Contracts

First-time Adoption of Hong
Kong Financial Reporting
Standards and Exploration
for and Evaluation of
Mineral Resources

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
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2.4IMPACT OF ISSUED BUT NOT YET 24CE

EFFECTIVE HONG KONG
FINANCIAL REPORTING
STANDARDS (continued)

HK(IFRIC)-Int 6 Liabilities arising from
Participating in a Specific
Market — Waste Electrical
and Electronic Equipment

HK(IFRIC)-Int 7 Applying the Restatement
Approach under HKAS 29
Financial Reporting in

Hyperinflationary Economies

The HKAS 1 Amendment shall be applied for annual
periods beginning on or after 1 January 2007. The
revised standard will affect the disclosures about
qualitative information about the Group's objective,
policies and processes for managing capital; quantitative
data about what the Company regards as capital; and
compliance with any capital requirements and the
consequences of any non-compliance.

HKFRS 7 incorporates the disclosure requirements of
HKAS 32 relating to financial instruments. This HKFRS
shall be applied for annual periods beginning on or
after 1 January 2007.

In accordance with the amendments to HKAS 39 and
HKFRS 4 regarding financial guarantee contracts, financial
guarantee contracts are initially recognised at fair value
and are subsequently measured at the higher of (i) the
amount determined in accordance with HKAS 37 and
(ii) the amount initially recognised, less, when
appropriate, cumulative amortisation recognised in
accordance with HKAS 18. The adoption of the
amendments to HKAS 39 and HKFRS 4 will result in
the recognition of a financial liability in the Company's
balance sheet in respect of corporate guarantees given
by the Company in connection with banking facilities
granted to its subsidiaries.

i (ARMBRERE 2EREDS &
e

ZER)REZ6N ENREFR
EEZARE
REEL G £

B ARMBERERE

ZEG)REBETR FRBIHEE
BREET 2
MBRERR
BIA

EREFERE IR (BED R _FF
tF— A — B RRE 2 FEHREE
A ZRETEASTEREEHER
EREAZBR  BEREARBZER
BRARRARERERNZELEE - &F
BEMEARABRRATE ZER -

EREVBHREERNETRBMAZTES
AAEAEIDREREMTIAZHRER
K BREMBREENFIRNR_-_FF
tF-A-BINRHGE 2 FEHEE
A o

RBELB S EMFIONR BB HR
SEANFARAMBEREOMIERZ
E5] - MBEERANETARFEER
REBADRBEEGTERNFEITHRE
EZ 2B (NEFER 28R (1E
BIERBBGFEAFE18HBER R
AEEMETRREANE - KRB ES
FHEAFIOR R BEMBREERFA
5 Z B RT S B BN R A BL KT B A R R
ZRITERETZRBAERNARARE
ERERABRMBAE -



Orient Power Holdings Limited Annual Report 2005 3

Notes to Financial Statement BI##R 7 Hfzt

2.41MPACT OF ISSUED BUT NOT YET

EFFECTIVE HONG KONG
FINANCIAL REPORTING
STANDARDS (continued)

The HKAS 19 Amendment, HKAS 21 Amendment, HKAS
39 Amendment regarding cash flow hedge accounting
of forecast intragroup transactions, HKFRSs 1 and 6
Amendments, HKFRS 6, HK(IFRIC)-Int 5, HK(IFRIC)-Int
6 and HK(IFRIC)-Int 7 do not apply to the activities of
the Group. HK(IFRIC)-Int 6 and HK(IFRIC)-Int 7 shall be
applied for annual periods beginning on or after 1
December 2005 and 1 March 2006, respectively.

Except as stated above, the Group expects that the
adoption of the pronouncements listed above will not
have any significant impact on the Group’s financial
statements in the period of initial application.
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2.5SUMMARY OF THE IMPACT OF 258 HRBECEE
CHANGES IN ACCOUNTING A
POLICIES
(a) Effect on the consolidated (a) B EEEEBRZ¥
balance sheet =
At 1 January 2005 R=-ZEZ2HF—-A—H
Effect of adopting
Rawzg g
HKAS 1# HKFRS 40* HKFRS 3*
Surplus on
revaluation of Derecognition
Effect of new policies investment of negative
(Increase/(decrease)) Presentation property goodwill Total
EEMBEE
EBEt ERB0% FERERS
HBR2XE B R 51557 REME R B3
(B, (RD)) 235K EffEHS DUERIEE Bzt
HK$'000 HK$'000 HK$'000 HK$'000
FHT TAT TAT FTET
Assets BE
Property, plant and mE - BE
equipment &L (4,200) - - (4,200)
Investment property REM%E 4,200 = - 4,200
Liabilities/equity afE/ Ei
Asset revaluation reserve B E B4 E = (550) = (550)
Capital reserve/(goodwill) #AKZER
on consolidation s/ (8) - - (1,243) (1,243)
Retained profits R ) F = 550 1,243 1,793
& Adjustment/presentation taken effect "R 25 B AE R
retrospectively
Adjustment taken effect prospectively from 1 PREE—TERAF A —HEBFEPEN

January 2005
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2.5SUMMARY OF THE IMPACT OF 25BN KRB E R E
CHANGES IN ACCOUNTING BE (58)
POLICIES (continued)
(a) Effect on the consolidated (a) B EEEEBERZY
balance sheet (continued) & (&)
At 31 December 2005 R=-BERFEF+=-A=+—H
Effect of adopting
Ry

HKAS 1 HKAS 17 HKAS 39 HKAS 40 HKFRS 3
Recognition of  Surplus on
Prepaid discounted bills revaluation of Derecognition
Effect of new policies land lease receivable and investment of negative
(Increase/(decrease)) Presentation payment  bank loans property goodwill Total
gaedt BRET FAGHEN FACHEN FRUEEE
RAEIE  RAER £39% 40 RRER

RS
Byt  RERET  RENE b
FHRzHE(EN)/ (HD) 2554 BEME  ENMeER EfBR  RAAEE Eh

HK§'000 HK$'000 HK§'000 HK§'000 HK§'000 HK§'000
TR TR TAL TR TARL TARL

Assets gz
Property, plant and equipment 9%+ BERAE (4.470) (7202) - - - (11,672)
Investment property RENE 4470 - - - - 4470
Prepaid land lease payment BT HRERE - 7,031 - - - 7,031
Trade and bills receivable EHER
EUSE - - 81,061 - - 81,061
Prepayments, deposits and BSE - ZER
other receivables Hip YR - 17 - - - 17
81,061
Liabilities/equity BE/#i
Bank loans and other RO RA
borrowings & - 81,061 = = 81,061
Capital reserve/ (goodwil) ek ER
on consolidation i/ (5% - - - (1,243) (1,243)
Asset revaluation reserve BEEMEE = = (820) - (820)
Retained profits RB R - - 820 1,243 2,063

81,061
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2.5SUMMARY OF THE IMPACT OF 258 BMREBECXE

CHANGES IN ACCOUNTING BME (&)

POLICIES (continued)

(b) Effect on the balances of equity (b) H—TFEWMFE—-A—H
at 1 January 2004 and at 1 January K—_ZEZRF—-—HA—H
2005 B o &

Effect of adopting
Rines g
HKAS 40 HKFRS 3
Surplus on
revaluation of  Derecognition
Effect of new policies investment of negative
(Increase/(decrease)) property goodwill Total
EEast EBRHK
BRE0% HEERER
REW= BUH
HERRzEE M/ (D)) EEH EREHE Mzt
HK$'000 HK$'000 HK$'000
THT FTET FET
1 January 2004 R-_ZETEMF-HA—H
Asset revaluation reserve BEEMGHE 150 - 150
Retained profits R8s A (150) - (150)
1 January 2005 R_TERF—A—H
Asset revaluation reserve BEEMGHE (550) - (550)
Capital reserve/(goodwill) RERZEXR
on consolidation &/ (E) - (1,243) (1,243)

Retained profits R 4 A 550 1,243 1,793
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2.5SUMMARY OF THE IMPACT OF 258 BMREECEE

CHANGES IN ACCOUNTING BME (&)

POLICIES (continued)

(c) Effect on the consolidated (c) HBEE_ZTZTRFR=
income statement for the years ZENE+-A=1T-—
ended 31 December 2005 and BFLEFEREERARZ
2004 2

Effect of adopting
Rinzes g
HKAS 1 HKAS 40
Share of
post-tax Profits
and losses of Surplus on
jointly-controlled revaluation
entities and of investment
Effect of new policies associates property Total
ERg ERg
ERIE1H % B 5405
FE{k st R &
LERBENTZ RENE
NRKZEE ResfRER EfB% @
HK$'000 HK$'000 HK$'000
FAT TET TAT
Year ended 31 December 2005 HE_TTHEF
TZA=+—HILFE
Increase in other income Hip e Az 52 - 270 270
Total increase in profit i 138 10 48 58 - 270 270
Increase in basic earnings BRERERN
per share 10 - HK0.05 cent/®fll  HK 0.05 cent/&{ll
Year ended 31 December 2004 HE_TTNF
TZA=+—HILFE
Increase in other income Hip e Az 52 - 700 700
Decrease in share of JE 16 £ R 12 1 £ 2 0
profits and losses of REBBERED
jointly-controlled entities (168) - (168)
Decrease in share of profits FE1E B & 2 BlE A &
and losses of associates E = (1,891) - (1,891)
Decrease in tax HIER D 2,059 = 2,059
Total increase in profit i b RIFCE:E - 700 700
Increase in basic earnings BRERRMEM

per share - HKO.14 cent/&l  HK 0.14 cent/&{lL




Orient Power Holdings Limited Annual Report 2005

Notes to Financial Statement B 7Rz Hft

3] December 2005 —FEERF+=-HA=+—H

2.6 SUMMARY OF SIGNIFICANT 260FEEESTHEME

ACCOUNTING POLICIES

Subsidiaries

A subsidiary is an entity whose financial and operating
policies the Company controls, directly or indirectly, so
as to obtain benefits from its activities.

The results of subsidiaries are included in the Company's
income statement to the extent of dividends received
and receivable. The Company's interests in subsidiaries
are stated at cost less any impairment losses.

Joint ventures

A joint venture is an entity set up by contractual
arrangement, whereby the Group and other parties
undertake an economic activity. The joint venture
company operates as a separate entity in which the
Group and the other parties have an interest.

The joint venture agreement between the venturers
stipulates the capital contributions of the joint venture
parties, the duration of the joint venture and the basis
on which the assets are to be realised upon its
dissolution. The profits and losses from the joint
venture's operations and any distributions of surplus
assets are shared by the venturers, either in proportion
to their respective capital contributions, or in accordance
with the terms of the joint venture agreement.

A joint venture company is treated as:
(@) a subsidiary, if the Group has unilateral control,

directly or indirectly, over the joint venture;

(b) a jointly-controlled entity, if the Group does not
have unilateral control, but has joint control, directly
or indirectly, over the joint venture;
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2.6 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES
(continued)

Joint ventures

(c) an associate, if the Group does not have unilateral
or joint control, but holds, directly or indirectly,
generally not less than 20% of the joint venture's
registered capital and is in a position to exercise
significant influence over the joint venture; or

(d) an equity investment accounted for in accordance
with HKAS 39, if the Group holds, directly or
indirectly, less than 20% of the joint venture’s
registered capital and has neither joint control of,
nor is in a position to exercise significant influence
over, the joint venture.

Jointly-controlled entities

A jointly-controlled entity is a joint venture that is subject
to joint control, resulting in none of the participating
parties having unilateral control over the economic
activity of the jointly-controlled entity.

The Group's share of the post-acquisition results and
reserves of jointly-controlled entities is included in the
consolidated income statement and consolidated
reserves, respectively. The Group's interests in jointly-
controlled entities are stated in the consolidated balance
sheet at the Group's share of net assets under the
equity method of accounting, less any impairment losses.
Adjustments are made to bring into line any dissimilar
accounting policies that may exist.
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2.6 SUMMARY OF SIGNIFICANT 26XEESTHEME (F)

ACCOUNTING POLICIES
(continued)

Goodwill

Goodwill arising on the acquisition of subsidiaries
represents the excess of the cost of the business
combination over the Group's interest in the net fair
value of the acquirees’ identifiable assets acquired, and
liabilities and contingent liabilities assumed as at the
date of acquisition.

Goodwill on acquisitions for which the agreement date
is on or after 1 January 2005

Goodwill arising on acquisition is recognised in the
consolidated balance sheet as an asset, initially
measured at cost and subsequently at cost less any
accumulated impairment losses.

The carrying amount of goodwill is reviewed for
impairment annually or more frequently if events or
changes in circumstances indicate that the carrying value
may be impaired.

For the purpose of impairment testing, goodwill acquired
in a business combination is, from the acquisition date,
allocated to each of the Group's cash-generating units,
or groups of cash-generating units, that are expected to
benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the
Group are assigned to those units or groups of units.
Each unit or group of units to which the goodwill is so
allocated:

. represents the lowest level within the Group at
which the goodwill is monitored for internal
management purposes; and

. is not larger than a segment based on either the
Group's primary or the Group's secondary reporting
format determined in accordance with HKAS 14
“Segment Reporting”.
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2.6 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES
(continued)

Goodwill (continued)

Goodwill on acquisitions for which the agreement date
is on or after 1 January 2005 (continued)

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where
the recoverable amount of the cash-generating unit
(group of cash-generating units) is less than the carrying
amount, an impairment loss is recognised.

Where goodwill forms part of a cash-generating unit
(group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill
associated with the operation disposed of is included in
the carrying amount of the operation when determining
the gain or loss on disposal of the operation. Goodwill
disposed of in this circumstance is measured based on
the relative values of the operation disposed of and the
portion of the cash-generating unit retained.

An impairment loss recognised for goodwill is not
reversed in a subsequent period.

Goodwill previously eliminated against the
consolidated reserves

Prior to the adoption of SSAP 30 “Business
Combinations” in 2001, goodwill arising on acquisition
was eliminated against the consolidated retained profits
in the year of acquisition. On the adoption of HKFRS 3,
such goodwill remains eliminated against the
consolidated retained profits and is not recognised in
profit or loss when all or part of the business to which
the goodwill relates is disposed of or when a cash-
generating unit to which the goodwill relates becomes
impaired.
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2.6 SUMMARY OF SIGNIFICANT 26XEESTHEME (F)

ACCOUNTING POLICIES
(continued)

Impairment of assets

Where an indication of impairment exists, or when
annual impairment testing for an asset is required (other
than inventories, deferred tax assets, financial assets,
an investment property and goodwill), the asset’s
recoverable amount is estimated. An asset's recoverable
amount is calculated as the higher of the asset's or
cash-generating unit's value in use and its fair value
less costs to sell, and is determined for an individual
asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets
or groups of assets, in which case, the recoverable
amount is determined for the cash-generating unit to
which the asset belongs.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of the time value of money and the risks specific to the
asset. An impairment loss is charged to the income
statement in the period in which it arises, unless the
asset is carried at a revalued amount, in which case the
impairment loss is accounted for in accordance with
the relevant accounting policy for that revalued asset.

An assessment is made at each reporting date as to
whether there is any indication that previously recognised
impairment losses may no longer exist or may have
decreased. If such indication exists, the recoverable
amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if
there has been a change in the estimates used to
determine the recoverable amount of that asset, however
not to an amount higher than the carrying amount that
would have been determined (net of any depreciation/
amortisation), had no impairment loss been recognised
for the asset in prior years. A reversal of such impairment
loss is credited to the income statement in the period
in which it arises, unless the asset is carried at the
revalued amount, in which case the reversal of the
impairment loss is accounted for in accordance with
the relevant accounting policy for that revalued asset.
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2.6 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES
(continued)

Related parties

A party is considered to be related to the Group if:

©)

(b)
©

(d)

O©)

®

®

the party, directly or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is
under common control with, the Group; (ii) has
an interest in the Group that gives it significant
influence over the Group; or (iii) has joint control
over the Group;

the party is an associate;
the party is a jointly-controlled entity;

the party is a member of the key management
personnel of the Group or its parent;

the party is a close member of the family of any
individual referred to in (a) or (d);

the party is an entity that is controlled, jointly
controlled or significantly influenced by or for which
significant voting power in such entity resides with,
directly or indirectly, any individual referred to in
(d) or (e); or

the party is a post-employment benefit plan for
the benefit of the employees of the Group, or of
any entity that is a related party of the Group.
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2.6 SUMMARY OF SIGNIFICANT 26XEESTHEME (F)

ACCOUNTING POLICIES
(continued)

Property, plant and equipment and
depreciation

Property, plant and equipment are stated at cost or
valuation less accumulated depreciation and any
impairment losses. The cost of an item of property,
plant and equipment comprises its purchase price and
any directly attributable costs or bringing the asset to its
working condition and location for its intended use.
Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs
and maintenance, is normally charged to the income
statement in the period in which it is incurred. In
situations where it can be clearly demonstrated that the
expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the
use of an item of property, plant and equipment, and
where the cost of the item can be measured reliably,
the expenditure is capitalised as an additional cost of
that asset or as a replacement.

Valuations are performed frequently enough to ensure
that the fair value of a revalued asset does not differ
materially from its carrying amount. Changes in the
values of property, plant and equipment are dealt with
as movements in the property revaluation reserve. If
the total of this reserve is insufficient to cover a deficit,
on an individual asset basis, the excess of the deficit is
charged to the income statement. Any subsequent
revaluation surplus is credited to the income statement
to the extent of the deficit previously charged. On
disposal of a revalued asset, the relevant portion of the
property revaluation reserve realised in respect of
previous valuations is transferred to retained profits as
a movement in reserves.
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2.6 SUMMARY OF SIGNIFICANT 26FESTTHERE ()

ACCOUNTING POLICIES
(continued)

Property, plant and equipment and
depreciation (continued)

Depreciation is calculated on the straight-line basis to

write off the cost or valuation of each item of property,

plant and equipment to its residual value over its

estimated useful life. The principal annual rates used

for this purpose are as follows:

Land and buildings Over the shorter of the
lease terms or 25 years

Leasehold improvements  Over the lease terms

Plant and machinery 10%

20% — 50%

Furniture and equipment ~ 20%

Motor vehicles 20%

Moulds and tools

Where parts of an item of property, plant and equipment
have different useful lives, the cost or valuation of that
item is allocated on a reasonable basis among the parts
and each part is depreciated separately.

Residual values, useful lives and depreciation method
are reviewed, and adjusted if appropriate, at each
balance sheet date.

An item of property, plant and equipment is
derecognised upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain
or loss on disposal or retirement recognised in the
income statement in the year the asset is derecognised
is the difference between the net sales proceeds and
the carrying amount of the relevant asset.
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2.6 SUMMARY OF SIGNIFICANT 26XEESTHEME (F)

ACCOUNTING POLICIES
(continued)

Investment property

Investment property is interests in land and buildings
held to earn rental income and/or for capital
appreciation, rather than for use in the production or
supply of goods or services or for administrative
purposes; or for sale in the ordinary course of business.
Such property is measured initially at cost, including
transaction costs. Subsequent to initial recognition, the
Group's investment property is stated at fair value, which
reflects market conditions at the balance sheet date.

Gains or losses arising from changes in the fair value of
the investment property are included in the income
statement in the year in which they arise.

Any gains or losses on the retirement or disposal of the
investment property are recognised in the income
statement in the year of the retirement or disposal.

Investment property (other than
goodwill)

The useful lives of intangible assets are assessed to be
either finite or indefinite. Intangible assets with finite
lives are amortised over the useful economic life and
assessed for impairment whenever there is an indication
that the intangible asset may be impaired. The
amortisation period and the amortisation method for an
intangible asset with a finite useful life are reviewed at
least at each balance sheet date.
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2.6 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES
(continued)

Research and development costs

All research costs are charged to the income statement
as incurred.

Expenditure incurred on projects to develop new
products is capitalised and deferred only when the Group
can demonstrate the technical feasibility of completing
the intangible asset so that it will be available for use
or sale, its intention to complete and its ability to use
or sell the asset, how the asset will generate future
economic benefits, the availability of resources to
complete the project and the ability to measure reliably
the expenditure during the development. Product
development expenditure which does not meet these
criteria is expensed when incurred.

Deferred product development costs are stated at cost
less any impairment losses and are amortised using the
straight-line basis over the commercial lives of the
underlying products not exceeding five years,
commencing from the date when the products are put
into commercial production. Periodic reviews are carried
out to write off the deferred product development costs
with no commercial value.
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2.6 SUMMARY OF SIGNIFICANT 26XEESTHEME (F)

ACCOUNTING POLICIES
(continued)

Leases

Leases that transfer substantially all the rewards and
risks of ownership of assets to the Group, other than
legal title, are accounted for as finance leases. At the
inception of a finance lease, the cost of the leased
asset is capitalised at the present value of the minimum
lease payments and recorded together with the
obligation, excluding the interest element, to reflect the
purchase and financing. Assets held under capitalised
finance leases are included in property, plant and
equipment, and depreciated over the shorter of the
lease terms and the estimated useful lives of the assets.
The finance costs of such leases are charged to the
income statement so as to provide a constant periodic
rate of charge over the lease terms.

Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases,
but are depreciated over their estimated useful lives.

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessor,
assets leased by the Group under operating leases are
included in non-current assets, and rentals receivable
under the operating leases are credited to the income
statement on the straight-line basis over the lease terms.
Where the Group is the lessee, rentals payable under
the operating leases are charged to the income
statement on the straight-line basis over the lease terms.

Prepaid land lease payments under operating leases
are initially stated at cost and subsequently recognised
on the straight-line basis over the lease terms. When
the lease payments cannot be allocated reliably between
the land and buildings elements, the entire lease
payments are included in the cost of the land and
buildings as a finance lease in property, plant and
equipment.
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2.6 SUMMARY OF SIGNIFICANT 26FESTTHERE ()

ACCOUNTING POLICIES
(continued)

Investments and other financial
assets

Applicable to the year ended 31 December 2004:

The Group classified its equity investments, other than
subsidiaries and jointly-controlled entities, as long term
investments.

Long term investments are non-trading investments in
unlisted equity securities intended to be held on a long
term basis. The investments are stated at costs loss any
impairment, on an individual basis. When a decline in
the fair value of a security below its carrying amount
has occurred, unless there is evidence that the decline
is temporary, the carrying amounts of the securities are
reduced to their fair values, as determined by the
directors. The amount of the impairment is charged to
the income statement for the period in which it arises.
Where the circumstances and events which led to an
impairment in value cease to exist and there is
persuasive evidence that the new circumstances and
events will persist for the foreseeable future, the amount
of the impairment previously charged is credited to the
income statement to the extent of the amount previously
charged.
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2.6 SUMMARY OF SIGNIFICANT 26XEESTHEME (F)

ACCOUNTING POLICIES
(continued)

Investments and other financial
assets (continued)

Applicable to the year ended 31 December 2005:

Financial assets in the scope of HKAS 39 are classified
as either loans and receivables, or available-for-sale
financial assets, as appropriate. When financial assets
are recognised initially, they are measured at fair value,
plus, in the case of investments not at fair value through
profit or loss, directly attributable transaction costs. The
Group determines the classification of its financial assets
after initial recognition and, where allowed and
appropriate, re-evaluates this designation at the balance
sheet date.

All regular way purchases and sales of financial assets
are recognised on the trade date, i.e., the date that the
Group commits to purchase the asset. Regular way
purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period
generally established by regulation or convention in the
marketplace.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Such assets are carried at amortised
cost using the effective interest method. Gains and
losses are recognised in the income statement when
the loans and receivables are derecognised or impaired,
as well as through the amortisation process.
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2.6 SUMMARY OF SIGNIFICANT 26FESTTHERE ()

ACCOUNTING POLICIES
(continued)

Investments and other financial
assets (continued)

Applicable to the year ended 31 December 2005:
(continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative
financial assets in unlisted equity securities that are
designated as available for sale or are not classified in
any of the other two categories. After initial recognition,
available-for-sale financial assets are measured at fair
value, with gains or losses recognised as a separate
component of equity until the investment is
derecognised or until the investment is determined to
be impaired, at which time the cumulative gain or loss
previously reported in equity is included in the income
statement.

When the fair value of unlisted equity securities cannot
be reliably measured because (a) the variability in the
range of reasonable fair value estimates is significant
for that investment or (b) the probabilities of the various
estimates within the range cannot be reasonably
assessed and used in estimating fair value, such
securities are stated at cost less any impairment losses.

Fair value

The fair value of investments that are actively traded in
organised financial markets is determined by reference
to quoted market bid prices at the close of business at
the balance sheet date. For investments where there is
no active market, fair value is determined using valuation
techniques. Such techniques include using recent arm's
length market transactions; reference to the current
market value of another instruments which is
substantially the same; a discounted cash flow analysis
and option pricing models.
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2.6 SUMMARY OF SIGNIFICANT 26XEESTHEME (F)

ACCOUNTING POLICIES
(continued)

Impairment of financial assets
(applicable to the year ended
31 December 2005)

The Group assesses at each balance sheet date whether
there is any objective evidence that a financial asset or
group of financial assets is impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss
on loans and receivables carried at amortised cost has
been incurred, the amount of the loss is measured as
the difference between the asset's carrying amount and
the present value of estimated future cash flows
(excluding future credit losses that have not been
incurred) discounted at the financial asset's original
effective interest rate (i.e., the effective interest rate
computed at initial recognition). The carrying amount of
the asset is reduced either directly or through the use
of an allowance account. The amount of the impairment
loss is recognised in profit or loss.

The Group first assesses whether objective evidence of
impairment exists individually for financial assets that
are individually significant, and individually or collectively
for financial assets that are not individually significant. If
it is determined that no objective evidence of impairment
exists for an individually assessed financial asset, whether
significant or not, the asset is included in a group of
financial assets with similar credit risk characteristics
and that group is collectively assessed for impairment.
Assets that are individually assessed for impairment and
for which an impairment loss is or continues to be
recognised are not included in a collective assessment
of impairment.
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2.6 SUMMARY OF SIGNIFICANT 26FESTTHERE ()

ACCOUNTING POLICIES
(continued)

Impairment of financial assets
(applicable to the year ended
31 December 2005) (continued)

If, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
was recognised, the previously recognised impairment
loss is reversed. Any subsequent reversal of an
impairment loss is recognised in the income statement,
to the extent that the carrying value of the asset does
not exceed its amortised cost at the reversal date.

Assets carried at cost

If there is objective evidence that an impairment loss
on an unquoted equity instrument that is not carried at
fair value because its fair value cannot be reliably
measured has been incurred, the amount of the loss is
measured as the difference between the asset's carrying
amount and the present value of estimated future cash
flows discounted at the current market rate of return
for a similar financial asset. Impairment losses on these
assets are not reversed.

Available-for-sale financial assets

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair
value, less any impairment loss previously recognised
in profit or loss, is transferred from equity to the income
statement. Impairment losses on equity instruments
classified as available for sale are not reversed through
profit or loss.
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2.6 SUMMARY OF SIGNIFICANT 26XEESTHEME (F)

ACCOUNTING POLICIES
(continued)

Derecognition of financial assets
(applicable to the year ended 31
December 2005)

A financial asset (or, where applicable, a part of a
financial asset or part of a group of similar financial
assets) is derecognised where:

. the rights to receive cash flows from the asset
have expired;

. the Group retains the rights to receive cash flows
from the asset, but has assumed an obligation to
pay in full without material delay to a third party
under a “pass-through” arrangement; or

. the Group has transferred its rights to receive cash
flows from the asset and either (a) has transferred
substantially all the risks and rewards of the asset,
or (b) has neither transferred nor retained
substantially all the risks and rewards of the asset,
but has transferred control of the asset.

Where the Group has transferred its rights to receive
cash flows from an asset and has neither transferred
nor retained substantially all the risks and rewards of
the asset nor transferred control of the asset, the asset
is recognised to the extent of the Group's continuing
involvement in the asset. Continuing involvement that
takes the form of a guarantee over the transferred asset
is measured at the lower of the original carrying amount
of the asset and the maximum amount of consideration
that the Group could be required to repay.

Where continuing involvement takes the form of a written
and/or purchased option (including a cash-settled option
or similar provision) on the transferred asset, the extent
of the Group’s continuing involvement is the amount of
the transferred asset that the Group may repurchase,
except in the case of a written put option (including a
cash-settled option or similar provision) on an asset
measured at fair value, where the extent of the Group’s
continuing involvement is limited to the lower of the
fair value of the transferred asset and the option exercise
price.
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2.6 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES
(continued)

Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at the
fair value of the consideration received less directly
attributable transaction costs.

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised cost
using the effective interest method.

Gains and losses are recognised in net profit or loss
when the liabilities are derecognised as well as through
the amortisation process.

Derecognition of financial liabilities
(applicable to the year ended
31 December 2005)

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms,
or the terms of an existing liability are substantially
modified, such an exchange or modification is treated
as a derecognition of the original liability and a
recognition of a new liability, and the difference between
the respective carrying amounts is recognised in profit
or loss.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the first-in, first-
out basis and, in the case of work in progress and
finished goods, comprises direct materials, direct labour
and an appropriate proportion of overheads. Net
realisable value is based on estimated selling prices
less any estimated costs to be incurred to completion
and disposal.
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2.6 SUMMARY OF SIGNIFICANT 26XEESTHEME (F)

ACCOUNTING POLICIES
(continued)

Cash and cash equivalents

For the purpose of the consolidated cash flow statement,
cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid
investments which are readily convertible into known
amounts of cash and which are subject to an insignificant
risk of changes in value, and have a short maturity of
generally within three months when acquired, less bank
overdrafts which are repayable on demand and form an
integral part of the Group's cash management.

For the purpose of the balance sheets, cash and cash
equivalents comprise cash on hand and at banks,
including term deposits, which are not restricted as to
use.

Provisions for sales returns and
warranty costs

A provision is recognised when a present obligation
(legal or constructive) has arisen as a result of a past
event and it is probable that a future outflow of
resources will be required to settle the obligation,
provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the
balance sheet date of the future expenditures expected
to be required to settle the obligation. The increase in
the discounted present value amount arising from the
passage of time is included in finance costs in the
income statement.
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2.6 SUMMARY OF SIGNIFICANT 26FESTTHERE ()

ACCOUNTING POLICIES
(continued)

Provisions for sales returns and
warranty costs (continued)

Provision for losses on expected future sales returns
and provision for warranty costs arising in the ordinary
course of the Group's distribution business are made
on an accrual basis with reference to the sales volume,
past experience of the levels of repairs and returns, and
the directors’ best estimates of the expenditure required
to settle the obligations, and are charged to the income
statement in the period in which the related sales are
made. Subsequent expenditure on the settlement of
such obligations is charged against the provisions made,
except where the expenditure exceeds the balance of
the provisions, in which case, it is charged to the income
statement in the period in which the returns are made.

Income tax

Income tax comprises current and deferred tax. Income
tax is recognised in the income statement, or in equity
if it relates to items that are recognised in the same or
a different period directly in equity.

Current tax assets and liabilities for the current and
prior periods are measured at the amount expected to
be recovered from or paid to the taxation authorities.

Deferred tax is provided, using the liability method, on
all temporary differences at the balance sheet date
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.
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2.6 SUMMARY OF SIGNIFICANT 26XEESTHEME (F)

ACCOUNTING POLICIES
(continued)

Income tax (continued)

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

. where the deferred tax liability arises from goodwill
or the initial recognition of an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

. in respect of taxable temporary differences
associated with investments in subsidiaries and
interests in joint ventures, where the timing of the
reversal of the temporary differences can be
controlled and it is probable that the temporary
differences will not reverse in the foreseeable
future.

Deferred tax assets are recognised for all deductible
temporary differences, carryforward of unused tax credits
and unused tax losses, to the extent that it is probable
that taxable profit will be available against which the
deductible temporary differences, and the carryforward
of unused tax credits and unused tax losses can be
utilised except:

. where the deferred tax asset relating to the
deductible temporary differences arises from the
initial recognition of an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

. in respect of deductible temporary differences
associated with investments in subsidiaries and
interests in joint ventures, deferred tax assets are
only recognised to the extent that it is probable
that the temporary differences will reverse in the
foreseeable future and taxable profit will be
available against which the temporary differences
can be utilised.
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2.6 SUMMARY OF SIGNIFICANT 26FESTTHERE ()

ACCOUNTING POLICIES
(continued)

Income tax (continued)

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 deferred tax
asset to be utilised. Conversely, previously unrecognised
deferred tax assets are reassessed at each balance sheet
date and are recognised to the extent that it is probable
that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the
tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, based on
tax rates (and tax laws) that have been enacted or
substantively enacted at the balance sheet date.

Deferred tax assets and deferred tax liabilities are offset,
if a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred
taxes relate to the same taxable entity and the same
taxation authority.

Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when the
revenue can be measured reliably, on the following
bases:

(a) from the sale of goods, when the significant risks
and rewards of ownership have been transferred
to the buyer, provided that the Group maintains
neither managerial involvement to the degree
usually associated with ownership, nor effective
control over the goods sold;

(b) from the rendering of services, as the underlying
services have been provided;
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2.6 SUMMARY OF SIGNIFICANT 26XEESTHEME (F)

ACCOUNTING POLICIES
(continued)

Revenue recognition (continued)

(c) interest income, on an accrual basis using the
effective interest method by applying the rate that
discounts the estimated future cash receipts
through the expected life of the financial
instrument to the net carrying amount of the
financial asset; and

(d) rental income, on a time proportion basis over
the lease terms.

Employee benefits

Share-based payment transactions

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. Employee (including directors) of the Group
receive remuneration in the form of share-based
payment transactions, whereby employees render
services as consideration for equity instruments (“equity-
settled transactions”).

No share options had been granted under the share
option scheme since its adoption.

Paid leave carried forward

The Group provides paid annual leave to its employees
under their employment contracts on a calendar year
basis. Under certain circumstances, such leave which
remains untaken as at the balance sheet date is
permitted to be carried forward and utilised by the
respective employees in the following year. An accrual
is made at the balance sheet date for the expected
future cost of such paid leave earned during the year
by the employees and carried forward.
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2.6 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES
(continued)

Employee benefits (continued)

Employment Ordinance long service payments

Certain of the Group’s employees have completed the
required number of years of service to the Group in
order to be eligible for long service payments under the
Hong Kong Employment Ordinance in the event of the
termination of their employment. The Group is liable to
make such payments in the event that such a
termination of employment meets the circumstances
specified in the Hong Kong Employment Ordinance.

A provision is recognised in respect of the probable
future long service payments expected to be made. The
provision is based on the best estimate of the probable
future payments which have been earned by the
employees from their service to the Group to the balance
sheet date.

A contingent liability is disclosed in respect of possible
future long service payments to employees, as a number
of current employees have achieved the required
number of years of service to the Group, at the balance
sheet date, in order to be eligible for long service
payments under the Employment Ordinance if their
employment is terminated in the circumstances
specified. A provision has not been recognised in respect
of such possible payments, as it is not considered
probable that the situation will result in a material future
outflow of resources from the Group.
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2.6 SUMMARY OF SIGNIFICANT 26XEESTHEME (F)

ACCOUNTING POLICIES
(continued)

Employee benefits (continued)
Pension schemes and other retirement benefits

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme") under the Mandatory Provident Fund Schemes
Ordinance, for all its employees in Hong Kong.
Contributions are made based on a percentage of the
employees' basic salaries and are charged to the income
statement as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group in
an independently administered fund. The Group’s
employer contributions vest fully with the employees
when contributed into the MPF Scheme.

The employees of the Group's subsidiaries which operate
in Mainland China are required to participate in a central
pension scheme operated by the local municipal
government. These subsidiaries are required to
contribute certain percentage of their payroll costs to
the central pension scheme. The contributions are
charged to the income statement as they become
payable in accordance with the rules of the central
pension scheme.

For overseas subsidiaries, the Group operates a defined
contribution pension scheme for those employees who
are eligible to participate in the scheme. The assets of
the scheme are held separately from those of the Group
in an independently administered fund. Contributions
are made based on a percentage of the participating
employees' basic salaries and are charged to the income
statement as they become payable in accordance with
the rules of the scheme. This pension scheme operates
in a similar way to the MPF Scheme, except that when
an employee leaves the scheme prior to his/her interest
in the Group's employer contributions vesting fully, the
ongoing contributions payable by the Group may be
reduced by the relevant amount of forfeited
contributions.

BERA (E)
1K 2 5 8 R A B K EF

AREBRBERHERTBE S SR SHE
NEE ZFTA B B RLTE B2 58
MERABEERANENGE ([BE S
g2 HENREEEHFZETENLL
AE YRRERESFAIZRAUET
XA B W ERNE - REBESAEZE
EBURNASEZEE  THBILERE
ZEERTIRA - AKBZREHFTR
miESERFRE2BEEREMA -

AEERTHEAMZHBARZEER
2INAEH W BRI ERBEHKFR
BARGE - HEMBRARARKRETE
AR ZET B DA RRKE S
Ko RIBP KRG B2 R EABERK
AEXNRBERZEAR -

ERBIMBLR  AEBRAERE
BRI TERHEIEBRNREE - HEZE
EBURNASEZEE  THBILERE
ZEERTIRA  HFNR2EZER
EFHFZETADLFE - ARREF S
ZHRAETXNEBEERMAK o that
BB es 8 2 EET AT - N
BRENAEZEBUWIAEE 2 EEHR
VARTR 58 - NEBEAIR BN Z 35K
Al AE N E 2 BRI AR ©



Orient Power Holdings Limited Annual Report 2005 3

Notes to Financial Statement BI##R 7 Hfzt

3] December 2005 —EFEARF+=-HA=+—H

2.6 SUMMARY OF SIGNIFICANT 26FESTTHERE ()

ACCOUNTING POLICIES
(continued)

Borrowing costs

Borrowing costs are recognised as expenses in the
income statement in the period in which they are
incurred.

Dividends

Final dividends proposed by the directors are classified
as a separate allocation of retained profits within the
equity section of the balance sheet, until they have
been approved by the shareholders in a general meeting.
When these dividends have been approved by the
shareholders and declared, they are recognised as a
liability.

Interim dividends are simultaneously proposed and
declared, because the Company’'s memorandum and
articles of association grant the directors the authority
to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability when
they are proposed and declared.
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2.6 SUMMARY OF SIGNIFICANT 26XEESTHEME (F)

ACCOUNTING POLICIES
(continued)

Foreign currencies

These financial statements are presented in Hong Kong
dollars, which is the Company's functional and
presentation currency. Each entity in the Group
determines its own functional currency and items
included in the financial statements of each entity are
measured using that functional currency. Foreign
currency transactions are initially recorded using the
functional currency rates ruling at the date of the
transactions. Monetary assets and liabilities denominated
in foreign currencies are retranslated at the functional
currency rates of exchange ruling at the balance sheet
date. All differences are taken to profit or loss. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions.
Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the
date when the fair value was determined.

The functional currencies of overseas subsidiaries and
jointly-controlled entities are currencies other than the
Hong Kong dollar. As at the balance sheet date, the
assets and liabilities of these entities are translated into
the presentation currency of the Company at exchange
rates ruling at the balance sheet date and, their income
statements are translated into Hong Kong dollars at the
weighted average exchange rates for the year. The
resulting exchange differences are included in the
exchange fluctuation reserve. On disposal of a foreign
entity, the deferred cumulative amount recognised in
equity relating to that particular foreign operation is
recognised in the income statement.

For the purpose of the consolidated cash flow statement,
the cash flows of overseas subsidiaries are translated
into Hong Kong dollars at the exchange rates ruling at
the dates of the cash flows. Frequently recurring cash
flows of overseas subsidiaries which arise throughout
the year are translated into Hong Kong dollars at the
weighted average exchange rates for the year.
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3. SIGNIFICANT ACCOUNTING

JUDGEMENTS AND ESTIMATES

Judgements

In the process of applying the Group's accounting
policies, management has made the following
judgements, apart from those involving estimations,
which have the most significant effect on the amounts
recognised in the financial statements:

Operating lease commitments — Group as lessor

The Group has entered into commercial property leases
on its investment property portfolio. The Group has
determined that it retains all the significant risks and
rewards of ownership of these properties which are
leased out on operating leases.

Classification between investment property and owner-
occupied properties

The Group determines whether a property qualifies as
an investment property, and has developed criteria in
making that judgement. Investment property is a property
held to earn rentals or for capital appreciation or both.
Therefore, the Group considers whether a property
generates cash flows largely independently of the other
assets held by the Group.

Some properties comprise a portion that is held to earn
rentals or for capital appreciation and another portion
that is held for use in the production or supply of goods
or services or for administrative purposes. If these
portions could be sold separately (or leased out
separately under a finance lease), the Group accounts
for the portions separately. If the portions could not be
sold separately, the property is an investment property
only if an insignificant portion is held for use in the
production or supply of goods or services or for
administrative purposes.

Judgement is made on an individual property basis to
determine whether ancillary services are so significant
that a property does not qualify as investment property.
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3. SIGNIFICANT ACCOUNTING 3. ERESFHE KA

JUDGEMENTS AND ESTIMATES
(continued)

Estimation uncertainty

The key assumptions concerning the future and other
key sources of estimation uncertainty at the balance
sheet date, that have a significant risk of causing a
material adjustment to the carrying amounts of assets
and liabilities within the next financial year are discussed
below.

Impairment of goodwill/intangible asset

The Group determines whether goodwill/intangible asset
is impaired at least on an annual basis. This requires an
estimation of the value in use of the cash-generating
units to which the goodwill/intangible asset is allocated.
Estimating the value in use requires the Group to make
an estimate of the expected future cash flows from the
cash-generating unit and also to choose a suitable
discount rate in order to calculate the present value of
those cash flows. More details are given in notes 17
and 18 to the financial statements.

Deferred tax assets

Deferred tax is determined using tax rates (and laws)
that have been enacted or substantially enacted by the
balance sheet date and are expected to apply when the
related deferred tax asset is realised or the deferred tax
liability is settled. Deferred tax assets are recognised to
the extent that it is probable that future taxable profit
will be available against which the temporary differences
can be utilised.

The Group's management determines the deferred tax
assets based on the enacted or substantially enacted
tax rates and laws and best knowledge of profit
projections of the Group for coming years during which
the deferred tax assets are expected to be utilised.
Management will revise the assumptions and profit
projections at each balance sheet date.
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3. SIGNIFICANT ACCOUNTING

JUDGEMENTS AND ESTIMATES
(continued)

Estimation uncertainty (continued)

Impairment of PPE/deferred product development costs/
deposits for product development costs and moulds

The Group determines whether PPE/deferred product
development costs/deposits for product development
costs and moulds are impaired at least on an annual
basis. This requires an estimation of the value in use of
the cash-generating units to which the PPE/deferred
product development costs/deposits for product
development costs and moulds is allocated. Estimating
the value in use requires the Group to make an estimate
of the expected future cash flows from the cash-
generating unit and also to choose a suitable discount
rate in order to calculate the present value of those
cash flows.

3] December 2005 —EZERF+=-HA=+—H

3. EAXEGHE Rt

(%)
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4. SEGMENT INFORMATION

Segment information is presented by way of two
segment formats: (i) on a primary segment reporting
basis, by business segment; and (ii) on a secondary
segment reporting basis, by geographical segment.

The Group's operating businesses are structured and
managed separately according to the nature of their
operations and the products and services they provide.
Each of the Group's business segments represents a
strategic business unit that offers products and services
which are subject to risks and returns that are different
from those of the other business segments. Summary
details of the business segments are as follows:

(@) the home entertainment segment manufactures
audio and video products for home entertainment
purpose;

(b) the in-car electronics segment manufactures in-
car electronic products;

(c) the network information/entertainment solutions
segment engages in the development of
networking technology and the provision of
integrated solutions and services for the cable TV
industry; and

(d) the corporate and other segment comprises
corporate income and expense items and other
businesses.

In determining the Group's geographical segments,
revenues are attributed to the segments based on the
location of the customers, and assets are attributed to
the segments based on the location of the assets.

Intersegment sales and transfers are transacted with
reference to the selling prices used for sales made to
third parties at the prevailing market prices.
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W Ko 2 LR K [B] i B EL At SR 75 0 BE N [F]
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4. SEGMENT INFORMATION
(continued)

(a) Business segments

The following tables present revenue, profit/(loss)
and certain asset, liability and expenditure
information for the Group's business segments for
the years ended 31 December 2005 and 2004.

3] December 2005 —EFEARF+=-HA=+—H

4. DEEHR (&)

(a) XD B

TREIAKEXEBOHEBE—F
FRER_FEONF+-_A=1—
BIEFE 2 W w58 (B8 &
ETEE BERHAXZEHR -

Network information/ Corporate
Group Home entertainment  In-car electronics ~entertainment solutions and others Eliminations Consolidated
¥ 1) FERS REET  BRER/REBRFR ERDARER B g5a
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
C221F “SENE -SSR _TIMNE C2RRF _TTNF -SSR _TINE C2TRF _TENE CEERF _TIME
HK$'000  HKS'000 HK$'000  HK$'000  HKS$'000  HK$'000  HK$'000  HKS'000 HK$'000  HKS'000  HK$'000  HK$'000
FEn TEx TRz FEx TRz TEx TEx TEx TER  TER  TER  TEx
(Restated)
(851
Segment revenue: A&l :
Sales to extenal AN REFE
customers HE 1,718,336 2249245 1,974,407 1879434 3421 6,047 - = - - 3,696,160 4,134,726
Intersegment sales A SR EE - 7741 25668 101,765 - - - - (25,668) (109,506) - =
Other revenue Elfs 12,642 11,509 8318 11676 2 9 - - - - 20962 23194
Total k) 1,730,978 2,268,495 2,008,393 1,992,875 3,423 6,056 - - (25,668) (109,506) 3,717,126 4,157,920
Segment results S PEK (105251) 43274 (469,514) 46361  (2,751)  (5856) - 256 - - (1,171,516) 84,035
Interest income FIEBWA 6211 8,631
Unallocated expenses /2 BB % (41,264)  (33,433)
Finance costs BB ER (49,209)  (19,893)
Share of profits FEfEE TR
and losses of: B&:
Jointly-controlled R 5%
entities (17935) 1853  (14,268)  (4,434) - = - = - - (32203)  (2581)
Associates BENT - - - 128% - - - - - - - 128%
Profit/(loss) BHAER/
before tax (B8 (1,203,981) 49,595
Tax #E 35000  (11456)
Profit/ loss) for EREF/
the year (B8) (1,258,941) 38139
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4. SEGMENT INFORMATION
(continued)

(a) Business segments (continued)

4. 7 ERE R ()

(a) EH o # (5&)

Network information/ Corporate
Group Home entertainment In-car electronics entertainment solutions and others Consolidated
31| FERS REET BEER/BARRFR ERARR M &4
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
CRRRE  CTIME CRRRE CTIME CRRRE CTIME CRRRE CIEME BRI CTIQAE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TEL TER TAL TER TEL TER TAL TER TEL
(Restated)
(7))
Segment assets PHEE 663,093 653,878 503,646 689,077 10,595 9,180 24,417 26,775 1,201,751 1,378,910
Interests in jointly- ~ EREHEE
controlled entities & - 71,593 6,968 28,513 - (2,174) - - 6,968 97,932
Unallocated assets ~ RABEE 162,605 329,991
Total assets BEE 1,371,324 1806833
Segment liabilities AHAEE 274,975 260,081 209,647 166,771 11,622 5,030 10,014 4217 506,258 436,099
Unallocated liabiliies & AR & & 1,362,860 626,182
Total liabilities BefE 1,869,118 1,062,281
Other segment Eto A5
information: EH
Depreciation and ~ TEREH
amortisation 89,155 77,468 52,658 40,441 1,296 1,222 - 395 143,109 119,526
Other non-cash At #Re
expenses/(income) i/
(B A) 483,581 (9,903) 231,444 4,952 (1m) 2,035 23,239 - 738,087 (2,916)
Capital expenditre ~ EAK 81,132 118,035 67,335 90,928 5 675 - = 148,472 209,638
Impairment of items %1% - Fi&
of property, plant ~ RiXfE
and equipment HE 51,745 - 36,920 - - - - = 88,665 =
Deferred expenditure B it
witten off ik 29,610 2,159 20,21 2,946 - - - - 50,037 5105
Deposits for product & FI X
development costs ~ AREE
and moulds written & & Hi 35
off 21,221 = 5,436 = - = - = 26,663 =
Surplus on revaluation  EfEH%
of property, plant BB R
and equipment RRM
cededtothe asset  AEEE
revaluation resenve M (6,473) - (5,070) (1,240) - (72) (6,966) (3793)  (18,509) (5,105)
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4. SEGMENT INFORMATION
(continued)

(b) Geographical segments

The following table presents revenue and certain
asset and expenditure information for the Group's

3] December 2005 —EFEARF+=-HA=+—H

4. DEEHR (&)

(b) b E 2 =B

TRENAEEBEZE_TZAFR
“EENFE+ _A=+T—HIFE

geographical segments for the years ended 31 ey HE Dz s ETEER
December 2005 and 2004. Fxx 2 &k -
Group N E
United States Central and
of America Europe Asia South America (anada Others Eliminations Consolidated
8 Bl [ AEXH ngx AHE H# &4
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
C2%%F CITNF -%9R§ CTINF -$ERF _TINE C§35F _TINF C9RRF TI0F -S98R CTINF CP9RF CTRME C9ERE CTING
HKS'000  HKS000  HKS'000 ~ HKSO00  HK$000  HKS000  HKS'o00  HKS000  HKS'000  HKSO00  HK$'000 ~ HKS000  HKS'000  HKS000  HKS'000  HKS000
Tén  TEr  TEn  TEr TR TEn THEr  TEr TEn | TEr  fAn  TEr  TEn fEr  TEr Tin
Seqment revenve:  APUE
Seles o exteml MARE
customers FHE 1050602 1333421 1943874 1876058 163660 189002 268,462 181583 172312 430057 97214 12450 - - 3,696,164 4134726
Othersegment 273
information: B
Smentases  POEE 4B 555 188 GOS0B 0GRS 1667 1017 -6 543 %6 1099 . S 1IN 180685
Capite expendiure~ EERH, 201 - 4842 209437 - - - - - - - - 1484TY 209638
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5. REVENUE, OTHER INCOME AND 5. W=~ EfUt A R Y&

GAINS
Revenue, which is also the Group's turnover, represents FRls (TREIAEBE 2 €%5) gD
the net invoiced value of goods sold, after allowances ELERZEERFEHNRRERE ST
for returns and trade discounts during the year. e
An analysis of revenue, other income and gains is as Was - HWARKZESTOT -
follows:
Group
TEE
2005 2004
—EERFE _—TTNF
HK$'000 HK$'000
FET FET
Revenue I 2=
Development, manufacture, FE - 2E - HER
sale and distribution of: 288
— home entertainment products —REIREE R 1,353,771 2,249,245
— in-car electronic products —REETE®m 2,338,755 1,879,434
— network information/ — IR BT IR ER R
entertainment solutions S 3,638 6,047
3,696,164 4,134,726
Other income H e A R k=
Tooling and repairing service income 1% B & 4 & AR 7% Uk A 9,556 12,726
Bank interest income SR17 R B U A 6,211 8,631
Rental income & WA 927 1,827
Sale of scrap materials i & pE R 1,296 1,676
Promotional income ™5 B WA 850 2,500
Others H 5,836 3,580
24,676 30,940
Gains I =
Foreign exchange gains arising from X E{TERATE
the translation of bank loans, net NN 2,227 =
Gain on disposal of associates =—d: NS g - 185
Fair value gain on an investment REMERFERE
property 270 700
2,497 885

27,173 31,825
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N 2 = 1=
6. PROFIT/(LOSS) BEFORE TAX 6. BR¥AIRR S (BE)
The Group's profit/(loss) from tax is arrived at after AEBZBRBARF, (B8) LMk~
charging/(crediting) (Gt A -
Group
rEH
Notes 2005 2004
PEE —ETRE _—TTNF
HK$'000 HK$'000
FAET FHET
Cost of inventories sold EEGFEKRA 3,667,043 3,723,623
Cost of services provided B2 1 4 AR 75 B AR - 6,692
Provision/(write-back of provision) MREFTERE
for obsolete inventories* (BEERE)* 290,121 (629)
Provisions for sales returns and HERBERRE
warranty costs* P AN B A * 31 48,830 29,007
Minimum lease payments under BELEHEE 2
operating leases in respect of T REFHRE
land and buildings GEN-RNEN 22,221 17,440
Less: Amounts capitalised W BIEE AR RE (4,450) (4,038)
17,771 13,402
Depreciation e 14 102,614 83,749
Research and development costs: I KR KA
Amortisation of deferred iR RE 2 Bt
expenditure amortised* 18 40,324 35,777
Write-off of deferred expenditure i RE 32 L B8R
written off*** 18 50,037 5,105
Current year's expenditure*** IR G JE A Sk 16,111 14,837
106,472 55,719
Write-off of deposits for product 2 mn P B )
development costs and moulds*** R Bl 85 ** 22 26,663 -
Goodwill impairment arising during FRNEEZHE
the year*+* BB *H* 17 23,239 -
Auditors’ remuneration % 8RB & 3,350 1,700
Employee benefits expense (including EE®FI X H (B
directors’ remuneration — note 8): EEME —KisEs) -
Pension scheme contributions BINE SR 1,223 3,196
Less: Forfeited contributions W EERRK - =
Net pension scheme contributions** RIKE T IR R 1,223 3,196
Wages, salaries and bonuses IE& - H&e RAF 224,085 227,402
225,308 230,598
Less: Amounts capitalised B BIEE AR EE (53,048) (57,169)
172,260 173,429
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6. PROFIT/(LOSS) BEFORE TAX 6. BRBIAIER (EE) (&)

(continued)

Group
rEH
Notes 2005 2004
bz —EERE —ZTF
HK$'000 HK$'000
FET FAT
Foreign exchange losses arising from RBERERAFZ
translation of time deposits, net *** HNEE ETHR VT RE rorx - 5,804
Loss on disposal of items of property, LEME - BER&E
plant and equipment, net*** &5 15 R 14 147 1,964
Provision/(write-back of provision) REEBE, (BERD) o
for doubtful receivables*** 65,753 (4,352)
Amortisation of prepaid land lease T8 {5 - $b 70 & 3 TE A e
payments*** 16 171 -
Write-off of items of property, plant I E s
and equipment*** 14 19,949 -
Impairment of items of property, Y - BB KR R (E
plant and equipment*** 14 88,665 -
Write-off of receivables*** JFEE L2 33K T 4 B HHk 287,039 -
Impairment of a long term R EIR B R A+
investment*** - 100
Net rental income HEWAFE (927) (1,827)
Provision for an amount due from F [F) 4% ) 1b 28 R KB A
jointly-controlled entity*** 20 2,850 10,500

& The provision for obsolete inventories, the amortisation * REFEZHREFTERMG  BEMRAX#
of deferred expenditure and the provisions for sales HEHERERREXNAEBE ELF
returns and warranty costs for the year are included in EEERIABIHEKRAR] -

“Cost of sales” on the face of the consolidated income
statement.

* At 31 December 2005, there were no forfeited ¥ RN_ETRF+_A=+—H  &&E
contributions available to the Group to reduce its B EEREERRATIENBREB RS
contributions to the pension schemes in future years EzERSHEHR(ZZTZTNEFE :
(2004: Nil). &) -

** |ncluded in “Other expenses” disclosed in the R BN ERR 2 EMAS ]

consolidated income statement. W= o
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7. FINANCE COSTS 7. MBEHR
Group
NEE
2005 2004
—e®EE —TTWF
HK$'000 HK$'000
FHBxT THEIT
Interest on bank loans and overdrafts BRAFRANE2HEER 2
wholly repayable within five years RITERREL 49,209 19,877
Interest on finance leases MEHEE ZF B - 16
49,209 19,893
8. DIRECTORS’ REMUNERATION 8. EXME
Directors’ remuneration for the year, disclosed pursuant FRARE AR NREBERAGRDE
to the Listing Rules and Section 161 of the Companies 16 RFIBEZEEME AT :
Ordinance, is as follows:
Group
REH
2005 2004
—EERE —TTF
HK$'000 HK$'000
F#Bx T
Fees e 720 568
Other emoluments: HEii e :
Salaries, allowances and e ERRREM
benefits in kind EWH = 7,836 8,980
Pension scheme contributions RIREET 2R 36 36
7,872 9,016

8,592 9,584
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8. DIRECTORS’ REMUNERATION 8. EEM= (&)
(continued)
(a) Independent non-executive (@) BYFHITES
directors
The fees paid to independent non-executive FRAXMBIERITEST 2SN
directors during the year were as follows: N
2005 2004
—EERF _—_TTWF
HK$'000 HK$'000
FET FHET
Chan Wing Tai, Joseph PR 8 I 360 360
Tang Tin Ying B K e 120 44
Tay Chee Hung, Clement B 5 120 44
Fung Chi Kong, Edward* BEN* - 75
Cheung Mei Ha, Jennifer* REE* - -
600 523
i Redesignated from independent non-executive & RBE-_ZZENF+_A=+—
directors to non-executive directors during the year HIEFERNBBIZFRITESHE
ended 31 December 2004 and resigned EFENITES - WREEHIEE
subsequent to the balance sheet date £ -
There were no other emoluments payable to the F BB A H A BB FEFNTT
independent non-executive directors during the EEoMe (ZZETWF - &) -

year (2004: Nil).
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8. DIRECTORS’ REMUNERATION 8. EEM = (&)
(continued)
(b) Executive directors and (b) MITESRIHITES
non-executive directors
Salaries,
allowances Pension
and benefits scheme Total
in kind contributions remuneration
2005 Fees & > RIZER BiKE &
—EZRF we B AR T k]
HK$'000 HK$'000 HK$'000 HK$'000
FER TER TER TER
Executive directors: HOEE:
Poon Ka Hung i - 2,500 12 2,512
Wu Lai Ping e ¥ - 2,836 12 2,848
Lin Hoo Fin* B - 2,500 12 2,512
- 7,836 36 7,872
Non-executive directors: FEBITES
Cheung Mei Ha, Jennifer REE - - - -
Fung Chi Kong, Edward* BEK 120 - - 120
Leung Chun Pong 2R - - - -
120 - - 120

e Resigned subsequent to the balance sheet date * O REHEBREIME
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= —
8. DIRECTORS’ REMUNERATION 8. EEM < (&)
(continued)
(b) Executive directors and non- (b) HITEERIHITES
executive directors (continued) (#&)
Salaries,
allowances Pension
and benefits scheme Total
in kind contributions  remuneration
2004 Fees ¥& - K28 ERe e
—ETNF e Rk fit 5% mE
HK$'000 HK$'000 HK$'000 HK$'000
TET FET FET FTERT
Executive directors: BITES
Poon Ka Hung i - 2,388 12 2,400
Wu Lai Ping e ¥ - 2,104 12 2,116
Lin Hoo Fun JEINPAS - 4,488 12 4,500
= 8,980 36 9,016
Non-executive directors: EHMTES -
Cheung Mei Ha, Jennifer REE* - - - -
Fung Chi Kong, Edward* BER* 45 - - 45
Leung Chun Pong 2R - - - -
45 - - 45
s Redesignated from independent non-executive * REE_ZETNEL_A=+-—
directors to non-executive directors during the year HIEFERNBBELFRITESHE
ended 31 December 2004. EHHITEE
During the year, two executive directors agreed to MUEERFAREREEZBZ
waive the basic salaries as provided for in their R HZEFTACERT S B8R
respective service agreements in a total amount 8,597,070 gt (ZEZ I 4 :

of HK$8,597,070 (2004: HK$7,620,583). 7,620,583 7T) °
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9. FIVE HIGHEST PAID EMPLOYEES 0. AlVB S HEE

The five highest paid employees during the year included FARAUKRFTEERRE=Z(U(ZZEZ
three (2004: three) directors, details of whose ME : =) EF > BEME2FEBED
remuneration are set out in note 8 above. Details of fEEXMETekE - KM (ZZTZ W
the remuneration of the remaining two (2004: two) F M) IEEFFFHEENRFRNZ
non-directors, highest paid employees for the year are MEFBAT :
as follows:
Group
rEE
2005 2004
—EERE —ZTNF
HK$'000 HK$'000
FExT FHET
Salaries, allowances and =3
benefits in kind Hi B YN = 3,601 4,976
Pension scheme contributions RIRBETEIMHR 24 24
3,625 5,000
The number of non-director, highest paid employees MENFUATHEZIEERRFES
whose remuneration fell within the following bands is ABWT
as follows:

Number of employees
EBEAH

2005 2004

—ETHE —TTNF

HK$1,500,001 to HK$2,000,000 1,500,001 7T — 2,000,000/ 7T 2 =
HK$2,000,001 to HK$2,500,000 2,000,001 7t — 2,500,000/ 7T - 2
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10. TAX 10. %18

Hong Kong profits tax has been provided at the rate of
17.5% (2004: 17.5%) on the estimated assessable
profits arising in Hong Kong during the year. Taxes on
profits assessable elsewhere have been calculated at
the rates of tax prevailing in the countries in which the
Group operates, based on existing legislation,
interpretations and practices in respect thereof.

The tax rate for corporate income tax (“CIT") applicable
to the subsidiaries of the Group operating in Mainland
China is 33%. Certain of these subsidiaries were eligible
for exemption from CIT for the two years starting from
the first year in which assessable profits are generated,
and a 50% exemption from CIT for the following three

ERNEHNIEFRNER SRS 25T
JERBBRAN1750(Z T M4 :
17.5%) 2 B R EE - RREMME 2
FERB RN 2 FIB R AR B X BT
BRzBINE  REF@EMEZRE
EH - REBREGE -

BRARAEEEPEAMKCE 2HB R
Al EMBH ([DEMBHMEAR
33 ETHEMBRARFTEENR - A
7 & I 2E A B R B s A F 2 AR AT
MetXEMER  MEBRESE=FAIT
ZH500%1kEFTFHRE °

years.
2005 2004
—ETRE —TTNOF
HK$'000 HK$'000
FEx FHET
(Restated)
(&%)
Group: REHR :
Current — Hong Kong BVEA— & -
Charge for the year FRNHX 82 1,275
Overprovision in prior years EFHBERE (13,659) —~
Current — Elsewhere B HA — E b ith [ 749 3,454
Deferred (note 32) EERIE (M 5E32) (22,212) 6,727
Total tax charge/(credit) for FEMBEXZL (GtA) @25
the year (35,040) 11,456
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10. TAX (continued)

A reconciliation of the tax expense applicable to profit/
(loss) before tax using the statutory rates for the
countries in which the Company and its subsidiaries are
domiciled to the tax charge/(credit) for the year is as

3] December 2005 —EZERF+=-HA=+—H

10. %18 (48)

FEAARAR - EWB AR EMi 2 BX
ZEEBEFEZBAER (BE) &
AHERIABFRAZBESI L (K
A) ZHERIT :

follows:

2005 2004
—EERF _—TTWF
HK$'000 HK$'000
FExT FAT
(Restated)
(E31)
Profit/(loss) before tax BB AR R, (B58) (1,293,981) 49,595
Calculated at a tax rate of 17.5% B1750HE (ZEZTMEF :
(2004: 17.5%) 17.5%) 5t & 2 18 (226,447) 8,679
Effect of different tax rates in HEMBER 2z AR EZ
other countries -2 1,162 (1,746)
Adjustments in respect of current B H 2 BN EA B I PR
tax of previous periods Bk (13,659) —
Profit and losses attributable to FEME HEEESIE R
jointly-controlled entities i & A B2 & A &
and associates BB 5,635 (1,794)
Income not subject to tax 1878 A A A (359) (7,685)
Expenses not deductible for tax S HR B S 92,933 12,377
Tax losses utilised from FRTEHNIERERE
previous periods (1,079) (1,482)
Tax losses not recognised RERZHIEEIE 106,774 3,107
Tax charge/(credit) for the year REEREIH (BT A) (35,040) 11,456

The share of tax attributable to jointly-controlled entities
and associates amounting to nil (2004: HK$168,000)
and nil (2004: HK$1,891,000), respectively, is included
in “Share of profits and losses of jointly-controlled entities
and associates” on the face of the consolidated income
statement.

FEAEERIEH X REBE QR ZRIEBED
FAZE(ZTEZTMF : 168,0008 L) &
T(ZZTZTMME : 1,891,000 ) E 5
AfrE Bk [ B LR b5 R
gRaaM REE] -
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11.

12.

13.

NET PROFIT/(LOSS) FROM
ORDINARY ACTIVITIES

ATTRIBUTABLE TO EQUITY
HOLDERS OF THE PARENT

The net loss from ordinary activities attributable to equity
holders of the parent for the year ended 31 December
2005 dealt with in the financial statements of the
Company was HK$985,804,000 (2004: HK$4,114,000)
(note 35(b)).

11

B
H

~

]
M, (A

& o
%Hﬂ%al

BARRRYBEREREREEZ_FTA
F+-_A=+—HtEFEZERAMKE
FEABMTABMNEBEEBEEFEAR
985,804,000 Tt (= & T I§ F
4,114,000%7t) (Ft3E35(b))

DIVIDENDS 12.1 B
2005 2004
—EERE —ZTTQF
HK$'000 HK$'000
FET FBT
Interim — Nil (2004: HKO.5 cent) FHREEREBERE
per ordinary share (ZZEZTWF - BRO.5EA) - 2,549
Proposed final — Nil T;HE?KH&W BEERETARE
(2004: HK1.5 cents) (ZZZMF - BR1.581)
per ordinary share - 7,647
- 10,196

The proposed final dividend for the year ended 31
December 2004 was approved by the Company's
shareholders at the annual general meeting.

EARNINGS/(LOSS) PER SHARE
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of basic loss per share amounts is based
on the net profit/(loss) for the year attributable to
ordinary equity holders of the parent, and the weighted
average number of ordinary shares in issue during the
year.

Diluted earnings/(loss) per share amounts for the years
ended 31 December 2005 and 2004 have not been
disclosed as no dilutive events existed during these
years.

HE_ZZNMF+_A=1+—BLFE
BRERGPREEERRBFERE LES
RR BRI o

BB EEREFAA

BiESRER(BE)

BREXABEDRBEBEAFEZER
B ERIRAER B AR BRI
RERDHTERRNETFHHGE -

HREBE_ZZEAFR_FTTOF+
“HA=t-BUHFERYELREEE
- AYERBEZSFE 2 SRES
&R, (E8) -
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14. PROPERTY, PLANT AND

3] December 2005 —EZERF+=-HA=+—H

14.% - BERSKE

EQUIPMENT
Group rEH
Plant,
Leasehold  machinery,
improve- moulds  Furniture
Land and ments and tools and  Motor
buildings HENX RE #E-  equipment vehicles Total
THREF £ EARIE HARRE RE g
Note  HKSOOO  HKSO00  HKSO00  HKSO00  HKS000  HKSO0O
ik TER TER TEx Thr ThEr TEn
31 December 2005 R=BRLE+-A=1-A
At 31 December 2004 and ~ RZEEMETZA=+-HR
at 1 January 2005: “ERRE-A-A:
Cost or valuation AAEREE 54,381 91,113 640,797 108091 5664 900,046
Accumulated depreciation  ZEHE KA
and impairment (206)  (61,644) (341,290) (84,233)  (4457) (491,830)
Net carrying amount REFE 54175 29,469 299,507 23858 1207 408216
At 1 January 2005, netof ~ RZEZTHE-A—H:
accumulated depreciation MR EEAE 54,175 29,469 299,507 23,858 1207 408,216
Additions hE 22 4,653 91,937 2,570 130 99,312
Acquisition of a subsidiary ~ WENBA A 36 29,803 46 37,452 3,464 503 71268
Disposals & - (1) (76) (39) (31) (147)
Surplus on revaluation B R 18,509 - - - - 18509
Write-off s - (3,690) (15,126) (1,133) - (19.949)
Impairment* B ‘ - (889)  (86543) (1233 - (88,669)
Depreciation provided during  FANERZRENE
the year (3059)  (10361)  (77653)  (1,115)  (426) (102,614)
Exchange realignment EXHE 683 17 213 79 10 1,002
At 31 December 2005, netof R-ZEREF-_F=1+-H"
accumulated depreciation MR EBRAERFE
and impairment 100,133 19,244 249,711 16,451 1393 386,932
At 31 December 2005: “ERRFI_A=T-B:
Cost or valuation KA 100799 79,187 744559 107,087 6314 1,037,946
Accumulated depreciation  EZFRFTERAE
and impairment (666)  (59,943) (494,848) (90,636)  (4921) (651,014)
Net carrying amount REFE 100,133 19,244 249,711 16,451 1393 386932
Analysis of cost or valuation: K ABEHEENT :
At cost RAME 6617 79,187 744,559 107,087 6314 943,764
At 31 December 2005 RZEEREFZA=1T—H
valuation fhE 94,182 - - - - 94182
100,799 79,187 744,559 107,087 6,314 1,037,946
* At 31 December 2005, the Group's property, plant and & RZZZRFT_A=1T—H K&
equipment were pledged under a fixed charged to secure WZE - B N aR A DA B E M a2 (E
general banking facilities granted to the Group, as further B ASAREBER —RBITER -
detailed in note 28 to the financial statements, and an AEEN T BHRENE28 - ESER
impairment assessment has been conducted by the W—ERENE - ERERREES
directors whereby an impairment provision has been SEHRERE  BWE - BE KR
made to write down the property, plant and equipment HREZEZEE 2B EHE 75
to their respective recoverable amount pursuant to the BN TE E

future production plan, as further detailed in note 2.1 to
the financial statements.
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14.PROPERTY, PLANT AND 14.9% - RERZHE (B)
EQUIPMENT (continued)
Group N E
Plant,
Leasehold  machinery,
improve- moulds  Furniture
Land and ments  and tools and Motor

buildings ~ HEWE X5 #E-  equipment  vehicles Total
1HRET ## EARIR HBARRE RE ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn Tin Tin AL AR AR

(Restated)
(Z31)
At 31 December 2004 ZEEME+ZE=1-H
At 1 January 2004: —ZEME-A-R:
Cost or valuation KABHEE 46,585 79,651 602,345 99,438 5,091 833,110
Accumulated depreciation  2FRITE (806)  (55979)  (361,979)  (74520) (4009)  (497,29%)
Net carrying amount REFE 45,779 23,672 240,366 24,918 1,082 335817
At 1 January 2004, netof ~ RZZEEEE-—F—F
accumulated depreciation MR EBHE 45,779 23672 240,366 24918 1082 335817
Additions NE 5,183 14,688 123,608 10,097 573 154,149
Disposals e - - (2,883) (223) - (3,106)
Surplus on revaluation ERBH 5,105 = = = = 5,105
Depreciation provided duing ~ F AT E
the year (1,892) (8891)  (61,584)  (10,934) (448)  (83,749)
At 31 December 2004, netof R-ZTEME+-F=+-H
accumulated depreciation MR 2EHE 54,175 29469 299,507 23,858 1207 408216
At 31 December 2004: “EEME+-A=T—-H:
Cost or valuation RAES S E 54381 91,113 640,797 108,091 5,664 900,046
Accumulated depreciation  EFENE (206)  (61,644)  (341290)  (84,233) (4457) (491,830
Net carrying amount REFE 54,175 29469 299,507 23,858 1207 408216
Analysis of cost or valuation:  F{ A B {EE A :
At cost KAE 6,617 91,113 640,797 108,091 5,664 852,282
At 31 December 2004 R-_ZEEWE+-A=1+—H
valuation fhE 47,764 - - - = 47,764

Net carrying amount REFE 54,381 91,113 640,797 108,091 5,664 900,046
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14.PROPERTY, PLANT AND 14.91% - MERZE (&)
EQUIPMENT (continued)
Company AT
Motor vehicles
RE
HK$'000
TFETT
31 December 2004 and 2005 —EENFER=-ZZRF
+=—RA=+—H

At 1 January 2004, R-ZZETWME—-—H—8 -

31 December 2004, —EENE+-_A=+—8H "

1 January 2005 and “EERF-A—HE

31 December 2005: —EERFETZA=+—H:

Cost XA B 437

Accumulated depreciation i (437)

Net carrying amount FREHE -
The Group's land and buildings included above are held RNERE Ft + 30 RBF AT HEL
under the following lease terms: e Rl

Hong Kong Elsewhere Total
"B Hinith E et
HK$'000 HK$'000 HK$'000
T TBTT TBTT

At cost: R

Long term leases KHED - 6,386 6,386

Medium term leases RHAFE 4 - 231 231

— 6,617 6,617

At valuation: ZEE :

Long term leases KHED - 41,817 41,817

Medium term leases H B AE 49 24,000 28,365 52,365

24,000 70,182 94,182

24,000 76,799 100,799
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14. PROPERTY, PLANT AND 14. 9% - BERKRE (E)

EQUIPMENT (continued)

The net book value of the Group's fixed assets held
under a finance lease included in the total amount of
plant, machinery, moulds and tools at 31 December
2005 amounted to nil (2004: HK$8,000).

The Group’s land and buildings, were revalued
individually at the balance sheet date by Vigers Appraisal
& Consulting Limited, independent professionally
qualified valuers. The buildings were revalued at open
market value, based on their existing use. A revaluation
surplus of HK$18,509,000 (2004: HK$5,105,000 (as
restated)) resulting from the above valuations, have been
credited to the asset revaluation reserve.

Had the revalued land and buildings been carried at
historical cost less accumulated depreciation and
impairment losses, their carrying amounts would have
been approximately HK$72,436,234 (2004:
HK$45,606,342).

AEERERMEAEFRACEETEEY
REFE(ZZZTMF : 8,000 L) B
HAZEERFEF+_A=+—HBZK
B #:z BARTAEZHEE-

AEBET 2 HWEEFHBEYLMEE
BEEYELBEMITESTEEFHE
MAERARRLEEBERNER - ZFE
FRAMMERERE AR#ETER -
LS EE 2 EH R 18,509,000
T(ZZEZEWMEF : 5,105,000/ T (&
) Bt ABEEHHEE -

fisi bt & L 3b RIEF THIRE £ AR R 5T
MERFBEERYE  HEREREALD
72,436234% L (Z T T M F
45,606,342/8 7T) °
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3] December 2005 —EFEARF+=-HA=+—H

15. 8 E Y

Group
REE
2005 2004
—EERRE —TTMF
HK$'000 HK$'000
FHET FHET
(Restated)
(E31)
Carrying amount at 1 January R—A—BZzKEE 4,200 3,500
Net profit from a fair value NFEFE 2GR
adjustment 270 700
Carrying amount at 31 December RTZA=+—RZEEE 4,470 4,200

The Group's investment property, situated in Hong Kong
and held under a long term lease, was revalued on 31
December 2005 by Vigers Appraisal & Consulting
Limited, independent professionally qualified valuers, at
HK$4,470,000 on an open market, existing use basis.
This investment property is leased to a third party under
an operating lease.

At 31 December 2005, the Group's investment property
was pledged under a fixed charge to secure general
banking facilities granted to the Group as further detailed
in note 2.1 to the financial statements.

AEBUREBEARERRBEERFZER
BYEHBULAEREEMEGEBERMT
B EEFTEERERARNREE
EFE+-_A=+t—BRAFAMERERS
RaEEEM 2EER4470,000%
TL o REVENKEHERAEHETE
=5 -

R-ZZEERF+-_A=+—10 ~5H
KEYECIKEEHTER  EART
REB—RBITHECER - FHIEARN
B mERME2.1 -
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16. PREPAID LAND LEASE PAYMENT 16.FE{+t L H EFIE

Group
REE
2005 2004
—EERRE —TTMF
HK$'000 HK$'000
FHET FHET
(Restated)
(&%)
Carrying amount at 1 January R—A—BZEKHEE - -
Acquisition of a subsidiary W B K B A A 7,373 -
Recognised during the year FAER 171) -
Carrying amount at 31 December RTZA=+—RZEHEE 7,202 -
Current portion included in FIETA AT FRIE -
prepayments, deposits and Be KH R RIE
other receivables 2 BNER #8815 (171) -
Non-current portion FE BN ER 36 10 7,031 -

The leasehold land is held under a medium term lease
and is situated in Mainland China.

At 31 December 2005, the Group's prepaid land lease
payment was pledged under a fixed charge to secure
general banking facilities granted to the Group, as further
detailed in note 28 to the financial statements.

ZERE LR AN A LR
B o

R_ZTERF+_A=+—H K&EH
ZHEMLwHAEREEREERFER
KHRTFRITEAR TAEE —RIRTE
RZER  FERMBERMRME28 -
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17. GOODWILL AND NEGATIVE 17T EERETE

GOODWILL
Group KEE
Total
b
HK$'000
FET
31 December 2005 —EZRAF+=-A=+-—H
Carrying amount at 1 January 2005 RZEERF-—HA—B2ZEEE -
Acquisition of a subsidiary (note 36) We B Bt B8 & | (B 52 36) 23,239
Impairment during the year F R E (25,25C))
Carrying amount at 31 December 2005 R-_ETZRF+_A=+t—HBZEKEE —
At 31 December 2005: RZEZERF+_A=+—8:
Cost DN =] 23,239
Accumulated impairment 2iHRE (23,239)

Carrying amount at 31 December 2005

R-ZZERAF+-_A=1t—HZKHEE

As further detailed in note 2.3 to the financial
statements, the Group applied the transitional provisions
of HKFRS 3 that permitted goodwill in respect of X ZIEXBTHARZEE—
ZEBEHEEZEEBRFPRES R

business combinations which occurred prior to 2001,

A E BRI

to remain eliminated against the consolidated reserves. 1 e

The amounts of goodwill and negative goodwill

A S R M 23R - AEE D
o B 58 3 5% 2 3B K 1
FZATHETT

BT FRMR I EREAIS30%

R EH BRI MELY NEESS
MZEEBRABER _TTAFE—A—
BZEBMT

remaining in consolidated reserves as at 1 January 2005,
arising from the acquisition of subsidiaries prior to the
adoption of SSAP 30 in 2001, are as follows:
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17. GOODWILL AND NEGATIVE 17TEBHERETE (F)

GOODWILL (continued)

Group
BN 3

Goodwill eliminated
against consolidated
retained profits

Negative
goodwill credited
to capital reserve

WRGE BPN-ZN
RERFZ2HE REZEHE
HK$'000 HK$'000
TERT FET
31 December 2005 “ZEZIF+=A=1+—H
At 1 January 2005 RZETRFE—A—H
Cost as previously reported N5 B 2 2 KA 33,135 (1,243)
Effect of adopting HKFRS 3 RMBEBHBEREER
(note 2.3(d)) 328 (aF2.3(d) (7,217) 1,243
25918 =
Accumulated impairment as ARl 2.2 B 5
previously reported AE (7,217) -
Effect of adopting HKFRS 3 RMBBHM RS ER
(note 2.3(d)) F3n 28 (aF2.3(d) 7217 =
Accumulated impairment as restated ~ E 3| 2R E - -
Net carrying amount AREF (A 25,918 -
Cost at 1 January 2005, net of RZETRF-A—HZ
accumulated impairment RANE - Mk RERE 25918 -
Impairment provided during the year & AR E & 5 (25,918) -
Net carrying amount at and RZZTRF+T-_A=+—H
31 December 2005 ZRHERE = -
At 31 December 2005: RZBTRFT_A=+—0:
Cost KAE 25918 -
Accumulated impairment 2R E (25,918) -
Carrying amount at RZZZRF+T-_A=+—H
31 December 2005 ZRHEE - -
31 December 2004 “EENFE+=A=t+—H
At 1 January 2004 and RZZETMNFE-A—-HEK
31 December 2004: —ZTME+ZA=+—H8:
Cost B NE 33,135 (1,243)
Accumulated impairment 2R E (7,217) -
Net carrying amount AREF (A 25,918 (1,243)
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17. GOODWILL AND NEGATIVE

GOODWILL (continued)

Impairment testing of goodwill

Goodwill acquired through business combinations has
been allocated to the home entertainment cash-
generating unit and the in-car electronics cash generating
unit, which are reportable segments, for impairment
testing.

The recoverable amount of the home entertainment
cash generating unit and the in-car electronics cash
generating unit have been determined based on a value
in use calculation using cash flow projections based on
financial budgets approved by senior management.

Key assumptions were used in the value in use
calculation of both cash-generating units for 31
December 2005 and 31 December 2004. The following
describes each key assumption on which management
has based its cash flow projections to undertake
impairment testing of goodwill.

Budgeted gross margins — The basis used to determine
the value assigned to the budgeted gross margins is
the average gross margins achieved in the year
immediately before the budgeted year, increased for
expected efficiency improvements and expected market
development.

Discount rates — The discount rates used are before tax
and reflect specific risks relating to the relevant units.

3] December 2005 —EZERF+=-HA=+—H

17TEEREBE (E)

B R E R A

EBEHMELCBECBARERS
ReELBTRENETREELSET
B2 8) 1ERER A -

RERERSELETREANEFHSE
ELXBERTZAROEE (RAEREE
AEEFE) DERRESREEEE
ZHBEERREREETZIRAE

=

JE °

FAEEE_ZSERFTA=T—HEK
—EEMFE+_A=+—RABLELE
T2 FREEREFRATERSE - B8
EBRERR SRS EAETEZ2RER
A EBECBETERINOT ¢

BHREMNX—FAHEMNKTIRIBEREF
Bz & aFREADED 2 FHENEK
RERERBERLEHMSHRET °

FRE—EEAZITRXBRBATITER
MR ERRREBBETAR 5
R o
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18. DEFERRED PRODUCT
DEVELOPMENT COSTS

18.1E %E 7= in B9 2 B A

Group
rEE
HK$'000
FAT
31 December 2005 —E2ERE+=ZA=+—H
Cost at 1 January 2005, net of R-_ZEERF—-—HA—HZ
accumulated amortisation BAS{E - FOBR R 51 8 85 67,006
Additions NE 46,175
Amortisation provided during F N
the year (40,324)
Write-off Bt B (50,037)
At 31 December 2005 —EERFE+_HA=+—H 22,820
At 31 December 2005: RZEZEREF+=ZA=+—8:
Cost AR A 82,176
Accumulated amortisation Rt (59,356)
Net carrying amount BREFEE 22,820
31 December 2004 —ZEZENFE+-A=+—H
At 1 January 2004: R-ZZEZTWME—-—HF—Q :
Cost PN =] 113,718
Accumulated amortisation RETE (52,712)
Net carrying amount BREFEE 61,006
Cost at 1 January 2004, net of R_ZEZEME—-—A—B2
accumulated amortisation BB - 0Bk RET Y 61,006
Additions NE 46,882
Amortisation provided during FNEH
the year (35,777)
Write-off Ht B (5,105)
At 31 December 2004 R_ZEEMFEF+_A=+—H 67,006
At 31 December 2004 and RZEZENMF+-_A=+—HK
at 1 January 2005: —_EThEFE—-H—H
Cost AR A 125,918
Accumulated amortisation RET (58,912)
Net carrying amount REFEE 67,006
& At 31 December 2005, the deferred product * R_ZFTRE+_A=1+—H &K
development costs of the Group were pledged under a B 3 7 B 3% X AN DA B 4 AD A AN
fixed charges as security for the Group's banking facilities, SE2RITERIEER - FHEHRY
as further detailed in note 28 to the financial statements. BWARMFE28  Wo ERERF —
In addition, an impairment assessment has been HREN G ELERBAERASIR
conducted by the directors whereby the deferred product BARREEFEBEOZHFEREE -
development costs have been written down to its value FHIEE N R KM 2.1 -

in use pursuant to the future production plan, as further
detailed in note 2.1 to the financial statements.
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19. INTERESTS IN SUBSIDIARIES 19.fff B8 2 B #E £8
Company
¥ /N
2005 2004
—EEHE _—_ZTTHEF
HK$'000 HK$'000
FHT FHET
Unlisted shares, at cost JE MR - AR 35,630 35,630
Due from subsidiaries & 45 Bf /B8 2~ R FRIA 1,221,265 1,050,635
Due to subsidiaries JE 1 B B & R IE (201,378)  (125,975)
1,055,517 960,290
Provision for impairment VERIEREL (1,055,516) (84,800)
1 875,490
The balances with subsidiaries are unsecured, interest- ERHEARRENEER  2ERE
free and have no fixed terms of repayment. The carrying & E KB o U B A R RIE A &R
amounts of these balances with subsidiaries approximate ZEHEELIARTE -
to their fair values.
The Company's interests in subsidiaries were pledged AABIRMB AR 2R EREERLE
under a fixed charge to secure general banking facilities A ERERTAEE —RIBITHMECE
granted to the Group as further detailed in note 28 to A FRBHERM B RKMFE28 -

the financial statements.
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19. INTERESTS IN SUBSIDIARIES 19.M B A FlHERE (F)

(continued)

Particulars of the principal subsidiaries are as follows:

Nominal value

TEMBRARZHBNAT :

of issued

Place of ordinary/

incorporation/ registered

and operations  share capital Percentage of
registration BERTER equity attributable
Name K,/ M BA& to the Company Principal activities
a5 REEHH RAEE ARREEREBDL TEEHK
2005 2004
“BRIf _TT@EF

Asian Power Electronics Limited Hong Kong/ HK$10,000 100 100 Subcontracting of
RYSFERAA Mainland China 10,0007 7T audio products
Bt/ AN ABHESEEM
Begenius Limited Hong Kong HK$2 100 100 Trading of auto
BB 2B electronic products
REEFEMESH
Heavy Power Electronics Limited Hong Kong/ HK$2 100 100 Manufacture and
BHEFERAA Mainland China 28T sale of audio products
BB/ HEANM HERHESEER
Jiangsu Electronics Industries British Virgin Islands US$4,000,000 100 100 Investment holding
Limited EBRZHSE  4,000,000% T and licensing of
intellectual property
REERK
REMBER
Jiangsu International Limited Hong Kong HK$2 100 100 Trading of
THBER AR DA B8 28T audio and in-car
electronic products
BENAE
EfERES
J.S. International, Inc. United States of US$100 100 100 Distribution of
America ("US.A") 100% 7T audio and in-car
EHERERR electronic products
([E@]) BHBER
REEFEM
OP Audio Limited Hong Kong HK$2 100 100 Trading of
B E2RREERAR BB 28T audio products

D 25 I 48 )
BESEER
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19.INTERESTS IN SUBSIDIARIES

(continued)

&8

Orient Power Auto Electronics
(Hong Kong) Limited
RAREEF (BB ERAA

Orient Power (BVI) Limited

Orient Power Car Audio Limited

REZEAERAA

Orient Power Car Stereos Limited
RESTHARDA

Orient Power Electronics Limited

RBREFERAA

Place of
incorporation/
and operations
registration
R/ R
RBE

Hong Kong
BA

British Virgin Islands
REBRAES

Hong Kong/
Mainland China
&5/ HEAM

Hong Kong/
Mainland China
BR/PERM

Hong Kong/
Mainland China
Fi/HEAM

3] December 2005 —EFEARF+=-HA=+—H

19.M B A Rl = (&)

Nominal value
of issued
ordinary/

registered
share capital
BRITER
B,/ it
RAEE

HK$2
28T

HK$15,000,000
15,000,000 7T

HK$2
28T

HK$1,000,000
1,000,000/ 7T

Ordinary
HK$1,000
Non-voting
deferred
HK$2,000,000
L@ - 1,000 7T
EREREL
2,000,000 1T

Percentage of
equity attributable
to the Company
ARREEREBDL
2005 2004
—2RIf _TT@EF
100 100
100 100
100 100
100 100
100 100

Principal activities

IREH

Investment holding

RERR

Investment holding

REZRR

Development,
manufacture

and sale of in-car
electronic products
M RERHE
HBETEM

Development,

manufacture and sale

of in-car electronic
products and
investment holding
FME - RHERHE
RBEEFEMR
REER

Development,

manufacture and sale
of audio products and

investment holding
A% RER
HESEEMR
REEK
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19. INTERESTS IN SUBSIDIARIES 19.M B A FlHERE (F)

(continued)
Nominal value
of issued
Place of ordinary/
incorporation/ registered
and operations  share capital Percentage of
registration BRTE equity attributable
Name K,/ M BA /M to the Company Principal activities
L RiBE A RAHEE ERAREEREBDL TEXK
2005 2004
—2RIf _TT@EF
Orient Power GPS Limited Hong Kong/ HK$2 100 100 Development,
Mainland China 25T manufacture and
B/ AN sale of in-car
electronic products
¥ RERHE
AEETER
Orient Power Hi-Fi Mfg. Limited Hong Kong/  HK$3,500,000 100 100 Development,
RESEERNF Mainland China 3,500,000/ 7t manufacture and
Bt/ AN sale of audio and
video products
F%E - HER
HEYEEM
Orient Power Industrial Limited Hong Kong/  HK$4,500,000 100 100 Manufacture
RBHRERAF Mainland China 4,500,000/ 7T and sale of plastic
B/ HEAM products and
investment holding
HERKELBEm
RREER
Orient Power Injection Moulding Hong Kong/  HK$7,000,000 70 70 Leasing of assets
Limited Mainland China ~ 7,000,000% Jt to Group companies
EREZARLA BB/ HEAM MEERAMEEEE
Orient Power (Jiangsu) Electronics Hong Kong/ HK$2 100 100 Investment holding,
Limited Mainland China 2B manufacture and sale
RE(OIH)ETARAA BB/ HE AN, of audio products
REZR  RER
HESEEM
Orient Power Mobile Electronics Hong Kong/ HK$2 100 100 Development,
Limited Mainland China 25T manufacture
Bt/ AR and sale of in-car

electronic products

RE - HER

HEABETEM
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&R

Orient Power Multimedia Limited

RESHEBARAR

Orient Power-Sunniwell IT Limited*
LTRPATESBEES
BTG/ AR

Orient Power Technologies Limited

REETARRDA

Orient Power Video
Manufacturing Limited
RREFERLA

Surf Power Limited
EEERAH

Orient Power (Wuxi) Digital
Technology Company Limited**
EHRBYEBRBRERD A

Zhuhai Hong Lee Plastic Electronic
Company Limited"

19.INTERESTS IN SUBSIDIARIES

Place of
incorporation/
and operations
registration
B3/ 5 R
REEHH

Hong Kong
BA

PRC/
Mainland China
hE /R E A

Hong Kong
BE

Hong Kong
BE

Hong Kong
BA

PRC/
Mainland China
B B A

Hong Kong
BA

3] December 2005 —EFEARF+=-HA=+—H

19.M B A Rl = (&)

Nominal value
of issued
ordinary/

registered
share capital
ERITEE
K&/t
RAHEE

HK$2
28T

RMB15,000,000
15,000,0007¢

HK$1,000,000
1,000,000/ 7

HK$29,250,000
29,250,000/ 7T

HK$1,000
1,000 70

US$10,000,000

10,000,000% 7T

HK$1
18T

Percentage of

equity attributable
to the Company

ENEEEREBD L
2005 2004
—ZZEF —TTQEHF
100 100
51 51
100 100
100 100
100 100
71.5 55

100

Principal activities

FTEER

Development,
manufacture and

sale of video products
FE - 2ER
HEXREmD

Provision of
network solutions

RERATREER

Investment holding

RERR

Development,
manufacture and sale
of video products and

investment holding
I BERHE
THREmMRREERR

Property investment

Manufacture and sale
of video products

RERHEZRER

Trading of
video products
FREMES
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19.INTERESTS IN SUBSIDIARIES
(continued)

19.ff B~ A e =& (&)

A Newly incorporated during the year RERFFEMK L
*  These subsidiaries are registered as contractual joint ZEMBARRBRABEETMRS

ventures under the PRC law

# Orient Power (Wuxi) Digital Technology Company Limited
("OPWDT") is a joint venture formed in 2000 by a
subsidiary of the Company and a PRC Joint Venture
("JV") partner. In accordance with the articles of
association of OPWDT, the Group and the JV partner
appointed two and three representatives, respectively,
to the board of OPWDT and the Group’s interest in
OPWDT had been included as an interest in a jointly-
controlled entity. On 15 March 2005, the Group made
further capital injection of US$5 million (equivalent to
HK$39 million) into OPWDT. As the JV partner did not
make any capital injection in proportion to its original
shareholding, the Group has become a 77.5%
shareholder of OPWDT subsequent to the additional
capital injection. As at the date of these financial
statements, the Group has been conducting discussions
with the PRC JV partner with a view to amending the
articles of association of OPWDT to confer the Group a
right to appoint a majority of representatives to the board
of OPWDT. Nevertheless, a representative previously
appointed by the JV partner to the board of OPWDT has
already declared in writing that he had been acting, and
will act in the future, on the direction of the Group in all
major decisions regarding the financial and operating
policies of OPWDT since the additional capital injection
made by the Group. Accordingly, OPWDT has been
accounted for as a subsidiary of the Group since the
additional capital injection made in March 2005 and its
results have been consolidated into the Group's
consolidated financial statements since 15 March 2005.
Further details of this capital injection are included in
note 36 to the financial statements.

ARAELE -

EHRABIHREBRAR ([EHR
B BRARR—RWBARIEFFE
BRNRABAN-_ZTZTERIZA
BN BIBFEG R ZERMA
AEBREERREGEBADAIEZEENR
ER=—ZFEHRBEFEESKE - A&
BEREGREE L ERCE T ELRE
Hlh¥REZ  N—_TETERFE=A1+H
B - A& BE#— ) &5,000000% 7T
(#8 % 1 39,000,000/8 7T) &= #E 5 =
B ANALERRABATERER
ERERENEATEER  HAEH
REIINBEAEBREXAEEEHRR
77.5% 2 BX R o MAB IS x B & -
AEEBEHAPFEE AEEBIES
Roa 2 Zi24HE RYPASBEZES
HEGEREETSGNE BN - A
- AEBRBEIFEAERE - &F
ANERZ —RESRBESSNESE
HEMREETHEREEREHTREZ
MK ERRZERNREREASE
B ZiERTE - Bt - AEBREEIN
HEABNE > EHRBEIIEAED
ZHBAR MEEEEHEAEALSE
B TR E=A+tRABENUKRZE
AHIEHRE - AR EEZEMFERE
BRI SR ER M FE36 -

All subsidiaries are indirectly held by the Company with F& Orient Power (BVI) Limited % Oritron
the exception of Orient Power (BVI) Limited and Oritron Company Limited4h - FT B I B A 715 H
Company Limited. RATIREERFE -

The above table lists the subsidiaries of the Company ERBVNESERREATELRFEE
which, in the opinion of the directors, principally affected BENTEXENEBNAEEEEFE
the results for the year or formed a substantial portion FEHMZARRMBRR - EEER
of the net assets of the Group. To give details of other A HIEMHKBARI B FE
subsidiaries would, in the opinion of the directors, result BRITE °

in particulars of excessive length.
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— 450 3¢
20.INTERESTS IN JOINTLY- 20 HEZEFI X HE S
CONTROLLED ENTITIES
Group
TEME
2005 2004
—ETRE —TTNOF
HK$'000 HK$'000
FHERT FHET
Share of net assets [E1E B E A - 32,203
Due from jointly-controlled entities & U 3 R #2° ) 1b % 5018 9,818 76,229
9,818 108,432
Provision for an amount due from JEE M5 3% R 22 1l 1 3 5KIE
a jointly-controlled entity (note 6) B (Mt sEe) (2,850) ( 10,500)
6,968 97,932
The balances due from the jointly-controlled entities JE i HE R4 ) 1 BRI AS 68 T KR
are unsecured, interest-free and have no fixed terms of BB NEETEERD - ZEFRUERIE
repayment. The carrying amounts of these balances due HEEMRR REEEAE A TERE
from jointly-controlled entities approximate to their fair
values.
The amounts due from jointly-controlled entities arose FEWHEEEH R ERIBIRAREERB
from raw materials and finished goods purchased by TFEERRZSFHAEHCERERM
the Group on behalf of those jointly-controlled entities BRkEKmmES  BERN EBES
in prior years, which although technically currently AR GSIEFANBER  HEEEER
repayable under the original terms of the transactions RFH  WEIERFERD -
giving rise thereto, have been deferred for the longer
term and are therefore classified as non-current.
At 31 December 2005, the Group's interests in jointly- RZZEZTRF+-A=+—8H " rx5H
controlled entities were pledged under a fixed charge AR Hl b ¥ 2w B IR E LT
to secure general banking facilities granted to the Group - ERETAEE —RIBTRE 2K

as further detailed in note 2.1 to the financial statements. o FBHRERERNE2.1 -
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20.INTERESTS IN JOINTLY-
CONTROLLED ENTITIES

20. 1 EEH S EE R (F)

FLEmHREFERZFBMOT

Percentage of
B

Ownership
interest
ETNER

51

25.37

(continued)
Particulars of the unlisted jointly-controlled entities are
as follows:
Place of
registration
Name and operations
=x o R AR b B
Jiangsu Orient Power PRC/
Electronics Co., Ltd. Mainland
TIHREEFERAA China
hE
B A
Orient Power Xian GPS PRC/
Electronics Limited Mainland
ALXRBEFEMBER A A China
S
B A b

All of the above investments in jointly-controlled entities

are indirectly held by the Company.

Voting Profit Principal
power sharing activities

RE#E EEEA EEXRH

50 51 Manufacture
and sale of

in-car

electronic

products

SUERHE

B ETEM

50 25.37 Research and
sale of in-car

electronic

products

7 R iHE

RBEETEM

A L R HRZEGIRRZREGHA
Ao
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20.INTERESTS IN JOINTLY-
CONTROLLED ENTITIES
(continued)

The following table illustrates the summarised financial
information of the jointly-controlled entities held by the
Group at each balance sheet date:

20 E R EER (F)

TREINAKEFEZLREFEER
EHEEAZHMBERBRE

2005 2004
—ETRFE —Z=TWMF
HK$'000 HK$'000
FET FET
Share of jointly-controlled entities’ L HEZEGICEEE
assets and liabilities: RBE:
Non-current assets ERBEE 14,349 80,331
Current assets mMEBEE 103,634 168,419
Current liabilities mE A E (117,433) (216,547)
Non-current liabilities B AE (6,106) -
Net assets/(liabilities) BE/ (ARK)FE (5,556) 32,203
Share of jointly-controlled JE 1 R4 il 1 2
entities’ results: £
Turnover —F % 203,170 322,838
Net loss after tax KR ie B 1B F 5 (14,248) (2,581)
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21.AVAILABLE-FOR-SALE EQUITY 21. A HEREAKRE R

INVESTMENT/LONG TERM
INVESTMENT

RE

Group
rEE
2005 2004
—ETRE _TTOEF
HK$'000 HK$'000
FET FET
Unlisted equity investment, at cost FEMRARIRE - RHA 500 500
Advance to an investee company MEZRERBBR 1,300 1,300
1,800 1,800
Provision for impairment VERIERE L (1,800) (1,800)

The above investment was designated as available-for-
sale equity investment on 1 January 2005 and has no
fixed maturity date or coupon rate.

The investment in unlisted equity instrument is measured
at cost because its fair value cannot be measured
reliably. In the opinion of directors, the variability in the
range of reasonable fair value estimates is significant
for this investment or the probabilities of the various
estimates within the range cannot be reasonably
assessed and used in estimating fair value.

At 31 December 2005, the Group's available-for-sale
investment was pledged under a fixed charge to secure
general banking facilities granted to the Group as further
detailed in note 2.1 to the financial statements.

PR ER_ZETRAF— A —BHEIIE
FERARERERETEZMAXTEHN

FLETRATAZRERKAGFE @ R
AREAFEELAEHEE - EFER
B WBEREZEFHREAFERER
EEREZRFEBENAELIR 2 TR
et AR AP ER S BTG R
/A -

R-_ZEERF+_A=+—H ' ~&H
ZAHHERECDREEHZER - £
ARTASE —RIRTRE ZER -
BRI RERMTEE2.1 -

pall]
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22.DEPOSITS FOR PRODUCT

DEVELOPMENT COSTS AND
MOULDS

Deposits for product development costs and moulds
represent the capitalised costs incurred for the
development of new products. These deposits will be
capitalised as deferred product development costs and
the costs of moulds and tools when the development
process is completed. During the year, an impairment
assessment has been conducted by the directors
whereby the deposits for product development costs
and moulds of HK$26,663,000 (2004: Nil) has been
written-off to its value in use as a result of the change
of customers' demand in the Group's products, pursuant
to the future production plan as further detailed in note
2.1 to the financial statements..

At 31 December 2005, the Group's deposits for product
development costs and moulds were pledged under a
fixed charge to secure general banking facilities granted
to the Group as further detailed in note 28 to the
financial statements.

3] December 2005 —EZERF+=-HA=+—H

R.EmABRKREAREARS

EnRENAREERSERENER
T 2 BEARMKA - WERSERE
BRETKEBERER  EREEER
FEXNAUARBARTARA - FR -
HREFPHASEEM T REEZS -
RAABEZEREBRREEFESRHA—
BRENG  ERAZERAREARZS
26,663,000 TEMHEEFAEE
HEENYBREMT2I(ZZEENDM
F:F) o

R-ZZEZRF+_A=+—H ~&E
ENEMAEXNAMEEREEREE
B ERERTAKE —RBITERZ
HR - FBRBEHRRME28 -

4
23.INVENTORIES 23. 78
Group
rEME
2005 2004
—EEEF —ZTTMWF
HK$'000 HK$'000
FERT FHET
Raw materials JR A 110,042 198,948
Work in progress & m 139,072 35,038
Finished goods LK o 51,066 125,076
300,180 359,062

At 31 December 2005, all the inventories of the Group
were pledged under a floating charge as security for
the Group's banking facilities, as further detailed in note
28 to the financial statements.

R_ZERF+_A=+—H ' ~&H
FIEGEERSIERCER  ERET
AEBERITRE 2 - FBEHRMH
HwMEMIFE28 -
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24.TRADE AND BILLS RECEIVABLES 20 RN E S RF R EE

The Group's trading terms with its customers are mainly
on credit, except for new customers, where payment in
advance is normally required. The credit period is
generally for a period of one month, extending up to
three months for major customers. Each customer has
a maximum credit limit. The Group seeks to maintain
strict control over its outstanding receivables and has a
credit control department to minimise credit risk.
Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and that
the Group's trade receivables relate to a large number
of diversified customers, there is no significant

AEEREFPZESTEURKTE
7 HEMEFA-—RBERLMNK - K
RH-RR—EA TEFPRSEER
E=AR - BUEFPHRAZSHRER
B o NSRBI AR AR A A BB T R H R R IR
Bz FEMCGRRIR » 3 R 37 B Bk 22 1) BB P 7%
EERRBAERE FREEECEH
LB HIRFGEITERN - ERLABR R
AEBEZEREESERIHEERZE
P AtEERRIEBMHES - B
BHEKBTEE - LT 25 ZEKE
FREBRZEREEREREQNFERED -

concentration of credit risk. Trade receivables are non-
interest-bearing. The carrying amounts of the trade and
bills receivables presented below approximate to their

fair values.
Group
rEH
2005 2004
—ETRE _TTHF
HK$'000 HK$'000
FHET FAT
Bills receivable JE W 1% 113,557 701
Trade receivables assigned to EUNBEREGRHEEERTEER
factoring agents without recourse Z IR E 5N 21,322 79,124
Less: Advances from factoring agents & @ % & & 83K (5,934) (71,110)
15,388 8,014
Unfactored trade receivables EREZRLE SRR 363,266 486,089
Less: Provision for bad o RIBERER
and doubtful debts (52,182) (112,445)
311,084 473,644

440,029 482,359
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24.TRADE AND BILLS RECEIVABLES 24 EWWE ZRA R EE ()

(continued)
An aged analysis of the unfactored trade receivables as REEBZARREBEKE HFERZER
at balance sheet date, based on the invoice date, is as RIZEZHE MM T ¢
follows:
Group
rEH
2005 2004
—EERF ZTTMF
HK$'000 HK$'000
FHBx FAT

Current to 90 days BNERZ=90H 292,306 433,366
91 to 180 days 91% 180H 17,687 19,130
181 to 360 days 181£360H 5,443 10,624
Over 360 days #1360H 47,830 22,969

363,266 486,089
Less: Provision for bad W RIEEREE

and doubtful debts (52,182) (12,445)

311,084 473,644
At 31 December 2005, discounted bills receivables with R-ZZEZERF+_A=1+—H  EKZE
recourse of HK$81,061,000 were included in the bills BRAABIECMIE R B EREZEI
receivables. All bills receivables are aged within 90 days. Z1581,061,000/8 7T » FT A E W EIE R

B 19 /908 o

At 31 December 2005, all the trade and bills receivables R-BEERAF+_A=+—8 A£H
of the Group were pledged under a floating charge as FARKE SRFALZRERIHFRL
security for the Group's banking facilities, as further BH - ERETAEERTRE 2K

detailed in note 28 to the financial statements. o FRHRY S REN E28 o
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25 BERBEEBYURIE
17K

25.CASH AND CASH EQUIVALENTS
AND PLEDGED DEPOSITS

Group Company
REE YN

2005 2004 2005 2004
—FTLHE —_TTOF =—TFTLF —TTHEF
HK$’000 HK$'000 HK$'000 HK$'000
TERT TET TERT TET
Time deposits EHFE R 90,735 276,499 90,735 189,901
Less: Pledged time deposits & : i ¥ i£ #3177 & (90,735) - (90,735) -
- 276,499 - 189,901
Cash and bank balances B & RRITETF 62,870 44,932 786 86
Cash and cash equivalents IR& KBS EEY 62,870 321,431 786 189,987

At the balance sheet date, the cash and bank balances
of the Group denominated in Renminbi (“RMB")
amounted to HK$14,721,000 (2004: HK$10,843,000).
The RMB is not freely convertible into other currencies,
however, under Mainland China's Foreign Exchange
Control Regulations and Administration of Settlement,
Sales and Payment of Foreign Exchange Regulations,
the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign
exchange business.

Cash at banks earns interest at floating rates based on
daily bank deposit rates. Short term time deposits are
made for varying periods of between one day and three
months depending on the immediate cash requirements
of the Group, and earn interest at the respective short
term time deposit rates. The carrying amounts of the
cash and cash equivalents and the pledged deposits
approximate to their fair values.

At 31 December 2005, except for the deposits of
HK$90,735,000 which were pledged under a fixed
charge, all the cash and cash equivalents of the Group
were pledged under a floating charge as security for the
Group's banking facilities, as further detailed in note 28
to the financial statements.

REER - AEERE14,721,0008 7T

—ZZT PO : 10,843,000 L) 2R E
RRTEFDAAREBHE - ARER
AEBELBAEEMER - HRE(PE
AR H TN SMNE B IR 51) K (4. - &
ERNETERE)  AEBEEESER
EREETINERGEB 2BRITHAR
MU BEME o

P17 R IRIRE BRI BRI = SUE S
MRS o MEEMERZ BRT—
NF—BZEZEATE  BTEEEY
BB & Tk - LIRS BT TR
FEH S - BeRBEE S EYURER
Bz EEEEEATEAE -

R-ZTERF+_A=+—H  BIUEA
E R EE R 2% £ 90,735,000 7T
S REERMERE MRS EEYEIR
FEREER  EARTAEERITR
BE2ER  FBEIERMBEREME28 -
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26.TRADE AND BILLS PAYABLES 20 ENEZRRAREE
An aged analysis of the trade and bills payables as at NEEBZENESEREZER 2R
the balance sheet, based on the invoice date, is as BEZABHSFOT
follows:
Group
rEH
2005 2004
“ETRE _TTNOF
HK$'000 HK$'000
FExT FHET
Bill payables JE 1 R % 223,020 -
223,020 -
Trade payables: FERTE 5 5KIE
Current to 90 days BNHERZ=90H 267,441 317,240
91 to 180 days 912 180H 53,062 3,323
181 to 360 days 1812 360H 9,520 2,775
Over 360 days #360H 3,676 1,414
333,699 324,752
556,719 324,752
The trade payables are non-interest-bearing and are BNE SRR/ T B —MKRIR60R 5
normally settled on 60-day terms. The fair values of the REHE - Tl EBNESERREEZ
trade and bills payables included above approximate to FEEEAAFEMESE °

their fair values.

27. OTHER PAYABLES AND 27T Htt ENRERETEA
ACCRUALS
Other payables are non-interest-bearing and have an HiEAZIE RS FHHR A=
average term of three months. The carrying amounts of @R - EhENSEEmEREE AT

other payables approximate to their fair values. ER =
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28.BANK LOANS AND OTHER 28.RITEM R HAME MK
BORROWINGS
Effective
interest Group Company
rate (%) Maturity r5E KRR
BRAIE (%) E): 2005 2004 2005 2004
“E2RF  —ZTIME  CZEERf  _ZTMNF
HK$'000 HK$'000 HK$'000 HK$'000

TR TRL TR TR

Bank overdrafts, unsecured Prime On demand - 374 - 33
ROEY  BER RER ZAA
Bank overdrafts, secured 7.06% On demand 10,989 - - -
RiTEX AR 7.06% il
Syndicated bank loans, unsecured HIBOR + 3 August 2007 - 500,000 - 500,000
REEH EEM 088-1.150% —FELENAZH
EBRIAZREX
+0.88 - 1.15%
Syndicated bank loans, secured HIBOR + On demand 510,140 - 510,140 -
RESH FHM 0.88 - 1.15% gl
EARTREREE
+0.88 - 1.15%
Bank loans, unsecured 4.68% 2006 69,325 81,223 - -
RITEN - BER 4.68% —TTRE
Bank loans, secured HIBOR + On demand/2006 545,235 - - -
RITER  BER 085-1% ZEN/-ZE/AF
EERTAZEREX
+0.85 - 1%

1,135,689 581,597 510,140 500,033
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28.BANK LOANS AND OTHER 28 BITER R HEMERK (F)
BORROWINGS (continued)
Group Company
rEE XA F
2005 2004 2005 2004

—22RfF —TTHF —FTTHF —TTHEF
HK$'000  HK$'000 HK$'000  HK$'000

THERX FHETT THER FHETT
Analysed into: DIE
Bank loans and overdrafts ~ FEfFIR1TE &K
repayable: RRITHEX
Within one year or — F AR E A
on demand 1,135,689 281,597 510,140 200,033
In the second year F_F - 235,714 - 235,714
In the third to fifth years, E=FRF
inclusive (BHEERME) - 64,286 - 64,286
1,135,689 581,597 510,140 500,033
Portion classified as R IR=Ri=g=i0)
current liabilities (1,135,689) (281,597) (510,140) (200,033)
Non-current portion FE 7% B EB 1D - 300,000 - 300,000
Notes: P EE
(a)  Except for the unsecured bank loan of HK$69,325,000, (a) BRE3K$0 8R 17 & 369,325,000/ 7T
all of the Company's and the Group's banking facilities SN AEBERARABDR_ZTZTRF+
as at 31 December 2005 are secured by a fixed and ZA=T—BZAEBERITEETUR
floating charge over all the assets of the Group. All the EEEHEECEERFHALE
banking facilities of the Company and the Group as at o AEERANRABDR_ZZMNF +
31 December 2005 are unsecured. ZA=T—HZAERTREEE
jﬂﬂ o
(b) Except for the unsecured bank loans equivalent to (b) BRoOAMNRAREKRETTEZ EEKE
HK$11,538,000 and secured bank loans equivalent to $R1TE X 11,538,000/ 7T M A K 4R
HK$500,086,000, which are denominated in RMB and T E 500,086,000/ TN - HAb A
USD, respectively, all other borrowings are in Hong Kong BRE B ITEE ©

dollars.
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28.BANK LOANS AND OTHER
BORROWINGS (continued)

(©

(d)

©)

As at 31 December 2005, included in the secured bank
loans are an amount of approximately HK$81,061,000
(2004: Nil) which represented the proceeds from
discounted bills receivable.

Certain of the Group's unsecured bank loans of
HK$57,973,000 (2004: Nil) were guaranteed by a
minority shareholder of OPWDT, who was counter-
guaranteed by the Group as at the balance sheet date.

Except for certain unsecured bank loans with a carrying
amount of HK$51,480,000 (2004: HK$11,863,000), all
other borrowings of the Group bear interests at floating
rates. All borrowings of the Company bear interests at
floating rates.

The carrying amounts of the Group's and the Company's

current borrowings approximate to their fair values.

28 RITER K HMERK (&)

()

(d)

(e)

NR-ZEZRF+-_A=+—H A&
HIEITE N #A81,061,000( == M
F ) ZRE  BMBEREKEERAMS

IR ©

AEEETFE£EEES7,973,0008 T (=
TTUF : &) 2 EEPRITERBE
BREZ MO HEBRRELER - A
SERNGEERHZRRIEDRER -

K BRE{E A51,480,000/8 T (Z T Z M
F 11,863,000 7T) 2 & T EEFR
TERIN - KEBFA A {8 RIRF
LGB - NARFTEEFIRFE
PGB o

AREBERARBAPERZ FREEREE
RFEBEE -
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2. EHSENFIE

RZFZEHAF+-A=+—0 AKH
WERTEAMERE - R _FTTNF

29.FINANCE LEASE PAYABLE

As at 31 December 2005, no finance lease contract
has been entered into by the Group. As at 31 December

2004, the Group had leased certain of its plant and

machinery for its business. This lease was classified as

tZA=+—
BT RS R as o

B AEBREXRBGHE

ZEMEN ARER

a finance lease payable and had a lease term of three ERNHRIE HEFHR=F -
years.
At the balance sheet date, the total future minimum REEH  BEREAEZHERENR
lease payments under a finance lease and its present BN f»"—" BREBZHEEWOT :
value were as follows:
Group NEEFH
Present Present
value of value of
Minimum Minimum minimum  minimum
lease lease lease lease
payments payments payments payments
BIE RIE BREHE &HEEES
HERE HERE REZLRE XEZRE
2005 2004 2005 2004
“ERRE —_TTNF —FRIHF —_TTQOF
HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FET FHET
Amounts payable BAR—FRZf 2
within one year HERBERE
and total minimum & K18 & K18
finance lease payments k) - 6 - 6
Future finance charges HigZmEZH - =
Total net finance A& HE RN RIEA
lease payable FRR ARG - 6
Portion classified SIER B B E 1D
as current liabilities - (6)

Non-current portion

FERBEAD




Orient Power Holdings Limited Annual Report 2005

Notes to Financial Statement B 7Rz Hft

3] December 2005 —FEERF+=-HA=+—H

30. DUE TO MINORITY SHAREHOLDERS 30.FE(tKMiIB AR AL BB R 2

OF SUBSIDIARIES

The amounts due to minority shareholders of non-wholly-
owned subsidiaries are unsecured, interest-free and have
no fixed terms of repayment. The carrying amounts of
the amounts due to minority shareholders approximate
to their fair value.

31.PROVISIONS FOR SALES RETURNS

AND WARRANTY COSTS

A

ENIEZEMBRRDERE 2 FHIATY
BER 2ELRTEBETERAY - E
DB R RR 2 BRI (E 8 K A F{E AR

++

E o

IHEERERGFRERANEE

Group

AEH

HK$'000

FHET

At beginning of year F1 11,431
Additional provision RONE 48,830
Amount utilised during the year A A KB (35,611)
At 31 December 2005 R-ZBFAF+_H=1+—H 24,650

The Group provides six-month warranties to its customers
on certain of its electronic products, under which
products can be returned within six months after sale.
The amount of the provision for the warranties is
estimated based on sales volumes and past experience
of the level of repairs and returns. The estimation basis
is reviewed on an ongoing basis and revised where
appropriate.

AEEREETETERAZTPEHEN
EARER - Bt - EmAIRELEAN
@A AERE - gLIRE M IEREZ KR
HEMAHBERREZBELRMA
it EHfAF 2 B E S TERE - B8
ERATIREEITER -
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32.DEFERRED TAX 32 R A B IH
The movements in deferred tax assets and liabilities BEEHREEERABENRFAZE SN
during the year are as follows: N
Deferred tax assets ELEMEEE
Group N E
2005
“22IF
Losses
available
for offset
against Deferred
Accelerated future product
tax taxable development
depreciation profit cost Total
ARNEH
mE RRERH ELEM
REFE BMNzEE HRARAX #st

HK$'000  HK$'000  HK$'000  HK$'000
TER TER TER TER

At 1 January 2005 R-ZZETHF—F—H (1,283) 9,843 - 8,560

Deferred tax (charged)/credited ER (k) /

to the income statement FABRRZ

during the year* EEHIE* 17,562 (30,677) 4,555 (8,560)
Gross deferred tax assets EEREEERS

at 31 December 2005 RZZETHF

+-A=+-H 16,279 (20,834) 4,555 -
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32.DEFERRED TAX (continued) 32 EERIE ()

Deferred tax liabilities ELEHIEEE
Group N E
2005
it 2 5%
Losses
available
for offset
against Deferred
Accelerated future product
tax taxable development
depreciation profit costs Total
LK 85
mE RARERH EELEM
REFE BMNzEE HARAX @zt

HK$'000  HK$'000  HK$'000  HK$'000
TER TER TER TER

At 1 January 2005 RZEZTHF
—HA—8 26,278 (8,107) 12,601 30,772
Deferred tax charged/(credited) ERMB/ GEA)
to the income statement BRERZEL
during the year* mIg* (23,396) 5,225 (12,601) (30,772)
Gross deferred tax liabilities EERERERSR
at 31 December 2005 R-_ZEZHE
+-A=+-H 2,882 (2,882) - -
Net deferred tax liabilities EEREABTE
at 31 December 2005 R-_ZTHEF
+-A=+-H -
& The total deferred tax credited to the income statement & REZ_ZTETERF+_A=+—81t

during the year ended 31 December 2005 was
HK$22,212,000 (note 10).

EECHABBZRNBZECHER
%A /522,212,0005 7T (M 5£10) o
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32.DEFERRED TAX (continued) 32 EFEB1E (&)
Deferred tax assets EERIEEE
Group rEE
2004
—ETTNF
Losses
available
Accelerated for offset

tax against future

depreciation taxable profit Total
A] A LA 88
R RRERT
MBIFE HBAEE HEt
HK$'000 HK$'000 HK$'000
FHT T T FHET
At 1 January 2004 R-_ZEWMFE—H—H 4 4,451 4,455
Deferred tax charged/(credited) F A%~ (Gt A)
to the income statement BamiZEE
during the year* 5 1 * (1,287) 5,392 4,105
Gross deferred tax assets BT E EERE
at 31 December 2004 RZETME

+-A=+—-8 (1,283) 9,843 8,560
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- AY ?E
32.DEFERRED TAX (continued) 32 EER IE (4F)
Deferred tax liabilities ELEHEAE
Group NE
2004
—ZETME
Losses
available Deferred
Accelerated for offset product
tax  against future  development
depreciation  taxable profit costs Others Total
o] A LA 8
mE  RRERH BEEEm
REWE RER & KA Hith @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TAET THET
At 1 January 2004 R-_ZTWF
—A—H 21,403 (8,777) 9,045 (1,731) 19,940
Deferred tax charged to the ERHME
income statement during BEkZ
the year* BRI 4,875 670 3,556 1,731 10,832
Gross deferred tax liabilities ERHBARREE
at 31 December 2004 RZZTME
+-A=t+—H 26,278 (8,107) 12,601 - 30,772
Net deferred tax liabilities ERRBEEFE
at 31 December 2004 RZZEZMEF
+-A=1+-H 22,212
o Total deferred tax charged to the income statement < REBEZ-ZETHF+_A=+—H1t
during the year ended 31 December 2004 was FE - BERRNRZELEHIBLE

HK$6,727,000 (note 10). £6,727,0007% 7T (H5£10) °
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32 EFER IH (&)

Deferred tax assets EERIEEE
Company VNN
2004
—EENF
Losses
available
for offset
against
Accelerated future
tax taxable
depreciation profit Total
EID;: RS
K 85 R 2R
nE ERBER
BERE ZEE At
HK$'000 HK$'000 HK$'000
T FB T FAET
At 1 January 2004 RZZEZWME—H—H 4 302 306
Deferred tax charged/(credited) R, (Gt A)
to the income statement BmRZ
during the year iR E R IE @) 101 100
Net deferred tax assets EEF IR E EFE
at 31 December 2004 RZZTEZTWEFE
and 1 January 2005 +TZHA=+—BK
—EERF—H—H 3 403 406
Deferred tax charged FAMBKREREK
to the income statement ZEER IR
during the year ) (405) (406)
Net deferred tax assets BEEFHIEEEFE
at 31 December 2005 RZZTETRHF
+=—HA=+—8H 2 ) -

The Group has tax losses arising in Hong Kong of
HK$74,878,000 (2004: HK$7,740,000) and in Mainland
China of HK$573,926,000 (2004: HK$33,929,000) that
are available indefinitely for offsetting against future
taxable profits of the companies in which the losses
arose. Deferred tax assets have not been recognised in
respect of these losses as they have arisen in subsidiaries
that have been loss-making for some time.

REBREBRPERNMELE 2 HREBED
Rl & 74,878,000 T (Z 2T I F
7,740,000/ 7T) 5 573,926,000/ 7 (— T Z
PU4F : 33,929,000/ 70) + &M 75 & 18 Al & R
HRELZHREERZ AR BIEREEKE
AT c RERBEBZHMBARELEZH
BEBTAWERAECHBEBEE -
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32.DEFERRED TAX (continued) 32 EFEHIE (&)

At 31 December 2005, there was no significant R-EERF+-_A=+—H BRAK
unrecognised deferred tax liability (2004: Nil) for taxes SEVEAREESE THEARSHKR
that would be payable on the unremitted earnings of b3 2 RB e B A E 2 A E £
certain of the Group's subsidiaries or jointly-controlled BINCZHMIBEE - At AEEN E
entities as the Group has no liability to additional tax ZERBRBBEEEE ARERIBLTN
should such amounts be remitted. BHRGE(ZZTMEF - &) o

There are no income tax consequences attaching to the RARIRMNRE TERRSEER TR
payment of dividends by the Company to its FREHiER -

shareholders.

33.SHARE CAPITAL 33. A&
Company
AN
2005 2004
—EERFE —TTMF
HK$'000 HK$'000
FHERT FAET
Authorised: VERE ¢
800,000,000 800,000,000/%
(2004: 800,000,000) ZZZT 4 : 800,000,0008%)
ordinary shares of HK$0.10 each FREEO0.10/8 T2 Ll 80,000 80,000
Issued and fully paid: BEETRERE
509,805,968 509,805,968%
(2004: 509,805,968) (ZZZ 4 : 509,805,9680%)

ordinary shares of HK$0.10 each BAREEO0.10% T2 TR 50,981 50,981
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34.SHARE OPTION SCHEME

The Company operates a share option scheme (the
“Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the
success of the Group's operations. Eligible participants
of the Scheme include the Company's directors,
including independent non-executive directors, other
employees or consultants of the Group, or any of their
companies or discretionary trusts, suppliers of goods or
services to the Group, customers or advisors of the
Group and the Company's shareholders. The Scheme
became effective on 29 May 2002 and, unless otherwise
cancelled or amended, will remain in force for 10 years
from that date.

The maximum number of unexercised share options
currently permitted to be granted under the Scheme is
an amount equivalent, upon their exercise, to
44,026,764 shares, being 10% of the shares of the
Company in issue at 29 May 2002. The maximum
number of shares issuable under share options to each
eligible participant in the Scheme within any 12-month
period is limited to 1% of shares of the Company in
issue on the last date of such 12-month period. Any
further grant of share options in excess of this limit is
subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of
their associates, are subject to approval in advance by
the independent non-executive directors. In addition,
any share options granted to a substantial shareholder
or an independent non-executive director of the
Company, or to any of their associates, in excess of
0.1% of the shares of the Company in issue at any
time or with an aggregate value (based on the price of
the Company's shares at the date of the grant) in excess
of HK$5 million, within any 12-month period, are subject
to shareholders’ approval in advance in a general
meeting.

3] December 2005 —EZERF+=-HA=+—H

34. BB R REGTEl

ARERBBERET S ([ZE)) - #
NAHAEEEBZRINELERMZA
ERSEERHERRER - 82
EER2HEERREARAES (BES
MIEBRITER) AKREIAKEIM
RERARIREEERCEMES LR
A HAARERESEmIIRTE 2 HE
B AKREEP R RAR R K
R Ztg8lR—ZEZ2-_FRA-TNH
AR - BRIARAM T LEHRERTIN -
et B B R TERDRER

o

BEZTEBAMATRLE 2 RITEER
YRz &ERM0OEE 44,026,764
f  BIARRBEIR=_BEZE_FRHA=-TN
H2ZBEEITRMD 10%.2 858 - RE[I12
BAHEA - REZAEZEEERKS
HEEREMAETETZRNHEE &
ZAEBBRZI2EARBRE—BA
RAB TR Z1% o T#E—$%
g AR R T B R PR Il - B
PR K& A -

REBRETARAIES  &R1THBA
BRFERFTXFBESTBE2AMBEA
T WEABEEREBYIFERITESZH
o BEAN - MRNER 1218 A EREA - &
FARARRIFERRKBULIERITES
BEZTMBEA L ZEMEBEREBRS
AN RMEAI B 2 B 3 /TR 19 2 0.1%3k
BERERLBBRAARARRETHE) B
##5,000,000/8 7T © BIZEE LSRR
RIRERE & -
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34.SHARE OPTION SCHEME 34 R ERTE (8)

(continued)

The offer of a grant of share options may be accepted
within 21 days from the date of the offer. The exercise
period of the share options granted is determinable by
the directors, and commences after a certain vesting
period and ends on a date which is not later than 10
years from the date of offer of the share options or the
expiry date of the Scheme, if earlier.

The exercise price of the share options is determinable
by the directors, but may not be less than the highest
of (i) the nominal value of the shares of the Company,
(i) the Stock Exchange closing price of the Company's
shares on the date of the offer of the share options;
and (iii) the average Stock Exchange closing price of
the Company's shares for the five trading days
immediately preceding the date of the offer.

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

No share options were granted during the year and at
the balance sheet date and no share options were
outstanding under the Scheme.

35.RESERVES

(a) Group

The amounts of the Group’s reserves and the
movements therein for the current and prior years
are presented in the consolidated statement of
changes in equity on page 45 of the financial
statements.

Certain amounts of goodwill arising on the
acquisition of subsidiaries in prior years remain
eliminated against the consolidated retained profits
in prior year, as explained in note 17 to the
financial statements.

RHOBERE 2 ZHORRELQH HER2
AAE® - IRHZBREZITESR
ESRE  HREBRERBEAEAR
FRE - M jEim A AR ER EARER D
AEERT 10F kst 8l Em B B AR
BERE) -

BEEZOTEERHESET  HXE
BRABEROARA —KREHO2E®
B ()BREZOHEBERR ARG
Rtz BREMERG)ZREZZRQAH
GIEREEE RS RN v i B A
BKRTE(RERRER/E)

BRERSEALEBEZEREINERX
EREZERN -

RERLERLBRE  TREERIR
iR % T B M (R R TT 8 2 B AL -

35.f% &

(a) XK H

AEBFEREFIARERFERE
FERBEB2EDFBFRN AR
RFASAZIREESEH K °

EREFERENB AR MELR
BRAMEBZETHEDAHIES
EFEZHEAREBLEN  FHEIAR
P mARMET7 -
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35.RESERVES (continued) 35.f#% & (&)
(b) Company (b) &4 7]
Share
premium Contributed Retained
account surplus profits Total
IR 4
i 8 R BAER REEF k]
Note HK$'000 HK$'000 HK$'000 HK$'000
ik TAT TET THET THET

Balance at 1 January 2004 R-ZTZTWE

—A-Bz#&% 212,320 20,630 288,942 521,892
Net loss for the year FEFRTE = - (4114) (4,114)
Interim 2004 dividend “ZEMERHRE 12 - - (2,549) (2,549)
Proposed final 2004 dividend —ZTTMEEERAKE 12 - - (7,647) (7,647)
At 31 December 2004 RZEENEF

+-RA=+—H 212,320 20,630 274,632 507,582
Net loss for the year FEERFR - - (985,804)  (985,804)
At 31 December 2005 RZZZTRF

+-F=+-8 212,320 20630  (711,172)  (478222)
The Company's contributed surplus represents the KRB ZHABRBRIEARR B RNUAE
excess of the consolidated shareholders’ funds of MEBEARIER  MEBARIZGER
the subsidiaries at the date when they were RESEARARDN—NAN—F
acquired by the Company over the nominal amount EHARBEBEAEAMBITEARK
of the Company's shares issued as consideration B2ARBIRMD 2 HERZZH -
therefor pursuant to the Group reorganisation BEBREEZE-NN\—FRRE K
implemented prior to the listing of the Company's BE]) » RRABZBARBRES T
shares in 1991. Under the Companies Act of 1981 BR TR DK TR

of Bermuda (as amended), the contributed surplus
of the Company is distributable to shareholders
under certain circumstances.
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36. BUSINESS COMBINATION 36. (K&

As disclosed in note 19 to the financial statements above,
on 15 March 2005, the Group acquired an additional
22.5% interest in OPWDT by making a further capital
injection of US$5 million (equivalent to HK$39 million)
into OPWDT. The Group's interest in OPWDT increased
from 55% as at 31 December 2004 to 77.5% upon the
completion of the capital injection and OPWDT has became
a subsidiary of the Group since then. OPWDT is engaged
in the manufacture and sale of video products. The
acquisition has been accounted for using the purchase
method of accounting. Further details of the transaction
are included in note 19 to the financial statements.

The fair values of the identifiable assets and liabilities of

B E XA EREMT19FEE - K=
TERAF=-A+HH  AEEBBERAE
$5 R o8 3 — &% & 5,000,000% 7T (HHZE
739,000,000/ 7T ) Uk i 4 5 5 58 BB S
225% 7 o AEBEREH R 2
HE_EEMF+HA=+—H2Z55%
BINEFTETKEL77.5% @ MEBHE
BEMKAREBE Y FAR - EHERA
HEZREMREREE - ZIBKED
RBEEFESR - RS FRHRY B
HwEMFE19 -

EE-PTER  BHRBABNE

OPWDT and the corresponding carrying amounts ERBBEZATEREEREENT :
immediately after the additional capital injection were as

follows:

Fair value

recognised Carrying
on acquisition amount
W B8 B
BRAZAFLE fREE
Notes HK$'000 HK$'000
k=2 FHET FHET
Property, plant and equipment M - WERFZE 14 71,268 71,268
Prepaid land lease payment TE A £ H# FE & R IE 16 7,373 7,373
Cash and bank balances ReRFTET 41,913 41,913
Inventories TE 68,917 76,554
Trade receivables fEWE 5 RN 64,149 115,149
Prepayments and other receivables &1 8 &
H b & Y 5K IR 28,653 28,653
Bank loans RITER (38,180) (38,180)
Trade payables ENE 5 BR K (223,758) (223,758)
20,335 78,972
Minority interests DR R (4,574)
Goodwill on acquisition WHREE CHE 17 23,239
Satisfied by cash AR & 2 1 39,000
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36. BUSINESS COMBINATION 36. %% & 6f (&)
(continued)
An analysis of the net outflow of cash and cash BBMEHRBE T TEWENBE R
equivalents in respect of the acquisition of a subsidiary AlzReRReFEY R RE ¥
through the additional capital injection into OPWDT s DT
as follows:
HK$'000
FBET
Cash consideration RERE (39,000)
Cash and bank balances acquired Wi 2H & RRITER 41,913
Net outflow of cash and cash WEHRB AR Z
equivalents in respect of RekBeE
the acquisition of a subsidiary BY) L FE 2,913
Since its acquisition, OPWDT contributed WHETKE  BHRRALNEEHE
HK$136,685,000 to the Group’s turnover and TZTRF+ _A=+t—HIEFE &
HK$88,579,000 to the consolidated loss for the year R AEAEE D BIIRH 136,685,000/8
ended 31 December 2005. 7T . 88,579,000/ TT °
Had the additional capital injection taken place at the WiE— T ERNFEVET  FALER
beginning of the year, the revenue of the Group and ZWARERE D R A&220,117,00078
the loss of the Group for the year would have been 7T X% 91,725,000/ 7T °

HK$220,117,000 and HK$91,725,000, respectively.
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37. CONTINGENT LIABILITIES J7.HAREE
(a) At the balance sheet date, contingent liabilities (@) MHEHEB  RAEEVBRKRERE
not provided for in the financial statements were ZHEARBEWT :
as follows:
Group Company
rEE P NN
2005 2004 2005 2004

—22RE —TTHF —FTTHF —TTHEF
HK$'000  HK$'000 HK$'000  HK$'000

FHER FAET FHER FAET
Bills discounted HEREZ
with recourse BE3R E & - 299,522 - =
Guarantees given # T3l
to banks in NGV 3ii
connection B & [
with facilities RITIEH
granted to: ZHER
Subsidiaries Rp=RNE] - - 1,500,871 2,895,864
Jointly-controlled F (A 22 1
entities P 19,500 19,500 19,500 19,500
Guarantees given to A — [ [ &8
a deemed minority AR D&
shareholder PR 3R E
of a subsidiary Z R
(note 28(d)) (Fff7E28(d)) 57,973 = 57,973 =
77,473 319,022 1,578,344 2,915,364
As at 31 December 2005, the banking facilities R-ZEERF+-_A=1+—H &
granted to the subsidiaries subject to guarantees AR ANAERITIE L R &R 2 Kt
given to banks by the Company were utilised to B AR RTEEEZ P L
the extent of approximately HK$551,925,000 551,925,000/ jT (= ZEZ P 4
(2004: HK$829,480,000), and the banking 829,480,000 L) E®8A - M A
facilities guaranteed by the Group to the jointly- REBRSRITIEL MBS 2 HF =
controlled entities were utilised to the extent of o ERITHEE R LD
approximately HK$17,160,000 (2004: 17,160,000 T (Z T T @ F -

HK$19,500,000). 19,500,000/ ) EE8 A ©
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37. CONTINGENT LIABILITIES 7. HAREE (EF)

(continued)

(b) The Group had a contingent liability in respect of (b) AEERBTEERBGRIAREEX M2

possible future long service payments to
employees under the Hong Kong Employment
Ordinance, with a maximum possible amount of
HK$5,650,000 (2004: HK$7,022,000) as at 31
December 2005, as further explained under the
heading "Employee benefits” in note 2.6 to the
financial statements. The contingent liability has
arisen because, at the balance sheet date, a
number of current employees have achieved the
required number of years of service to the Group
in order to be eligible for long service payments
under the Employment Ordinance if their
employment is terminated under certain
circumstances. A partial provision of HK$987,000
(2004: HK$1,072,000) has been recognised in
respect of such possible payments, as it is not
considered probable that the situation will result
in a material future outflow of resources from the
Group.

BEBERARBEMEBRAEE -
R-ZEERF+_A=+—8B¥K2E
ER eSS FIES,650,0008 T (ZTZM
F 17,022,000 7T) © FEIEE A IR
xWF26[EERA] - R&EER © B
RETRERENASEZREFHE
EEEEH  FEEEERE TIERNER
KA ZHEBKIMAETZRARE S
B AEMBBZEIAEE - ARFE
FLEZE A Be IR 2 FRIB M R D BB
987,000/ 7L (ZZTZE M4 : 1,072,000
B  BFEHMZEBAEIEERAR
SERRBREBEEANZBRZER -
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37. CONTINGENT LIABILITIES
(continued)

©

In May 2005, the Company, together with 12
subsidiaries were served with a writ (the "Writ")
by Philips in the Court of First Instance of Hong
Kong for alleged infringement of Philips’ patent
rights, mainly for CD and DVD technologies. A
jointly-controlled entity of the Group was also
named as a defendant in the Writ but the
proceedings had not been served upon that entity.
Orient Power Electronics Limited (“OPE") and
Orient Power Multimedia Limited ("OPMM"), two
wholly-owned subsidiaries of the Company, had
respectively entered into license agreements with
Philips for the use of Philips’ patents. Philips
claimed that OPE and OPMM had breached such
license agreements for failing to submit statements
in respect of licensed products and pay the related
royalties to Philips. Although OPE and OPMM are
separate legal entities, Philips further alleged that
by virtue of the said license agreements, the other
defendants (the “Non-Licenced Parties"), are also
accountable for payments due under the said
license agreements entered into by OPE and
OPMM respectively. Philips also claimed that the
Non-Licenced Parties should be accountable under
the license agreements, and are liable for damages
for infringement of the patents of Philips in Hong
Kong. Furthermore, Philips alleged against the
Company and/or its subsidiaries misrepresentation,
inducing breach of contract and conspiracy to cause
damages to Philips. As a result, Philips is seeking
relief against the Company and/or its subsidiaries
which includes an injunction, a claim for royalties
and/or damages for breach of contracts, including
interest and all costs incurred by Philips in relation
to the Writ. The claim from Philips did not set out
an amount for damages, however, Philips made
an estimation of unpaid royalties of over
US$60,000,000 (equivalent to approximately
HK$468,000,000), but no basis of calculation had
been provided by Philips.

37.WAEE (&)

©

NR_ZZTRFEFRA AAARER
NRRWBERARBZEERFBELERSD
RIAEEBEH 2K ([2AK]) -
EHRMNAEENE(EZRMDR
DVDE ) # R - AE—K KR
2HIEMESK EIREEARE
A BREEEFA - ARAIMK
2EMBARIRBREFERAA
([RBREF]) RRAZHBER
NAEIN(TREZHEE]) BERFA
2 Bk B TR A i B F A R] S 45 =
Wk - MAHIEHRAE T KRR
Z BRI AT EE b 2 TR
RARMBEZNEBEFEEME
REMFHGE BERAET TR
RAEZIHEB VB AEER - RF
HE— LB KB LR
& B EA([ERFTHEET
WHE])EEBESZFERSRIER
METRREEZEET Y 2HTH
BIE TN ZHIE - B - RAH
& - ERFRT BT AV T B E T
BEEE  AESEAEARRILRAE
EEB R EAEBAEE - B
btz oh - RFEIREEA R B R
IZEMBARLAERL - FFEE
REARBZFERFBERZIER -
Eit - RFEAZEH S ~ ZITEF
BEL AR ERGOBAEE
(BRERFERSHKAEEZFIE
EEBR) ERASKEAAAR
SHEWBARELFE o RAVH
ZREWET|AEEHE - AR
MERGFZRAINENEEZ B
60,000,000% 7t ( #H & B
468,000,000/ L) @ Bfhat 2 &
EIR TIRE -
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37. CONTINGENT LIABILITIES 7. HAREE (EF)

(continued)

In August and September 2005, the Company and
the other defendants (being associated with the
Company) applied to dismiss Philips’ claim against
them. In November 2005, Philips served an
amended statement of claim upon the Company
and the other defendants. The Company and the
other defendants have applied to the court to have
the amendments to the original statement of claim
disallowed and struck out. These and other matters
were the subject of a contested hearing before a
High Court Judge in Hong Kong and the hearing
was held from 27 to 31 March 2006. Upon the
conclusion of the hearing, the Learned Judge
reserved his decision and as of to date, the
decision has not been delivered. As the issue of
whether Philips" claims in the original statement
of claim can proceed and whether Philips’ original
statement of claim would be allowed to be
amended remains uncertain, the directors are not
in a position to form an opinion on the likely
progress of these proceedings. However, the
directors of the Company have been advised by
the legal advisors that it is unlikely that the claims
by Philips, if it is allowed to continue, would be
resolved in the near future. However, the directors
of the Company have been advised by the patent
experts and legal advisers that there are valid
objections to the validity of the patents which
Philips is claiming in the said proceedings to have
been infringed and accordingly the Company and
its subsidiaries would have a valid defence to all
allegations raised by Philips in its present form or
in its amended form (if Philips’ amendments are
allowed to stand). As such, the directors are of
the opinion that no provision is required to be
made in respect of the claims made by Philips
under the Writ. Furthermore, the directors are of
the opinion that adequate provision for legal fees
in relation to the Writ has been made as at 31
December 2005 for legal costs expected to be
incurred at the present time.

—EERFNRARAA  ARER
Hpm s A (EBARREHESE )
RRERERINEEELELZBER -
—ETRFT A RABEAR
A R EAREAE L —BEERZ
AR E - AAFREMFEEA
BRVABTBAE - BE &G BERR
MEZEET - WERHEBEERRF
REBEESFEGUEB AN Mk
AER-ZZERF=A-_F+LHE
ZA=1+—HHIMET - TREHR
% EARESHARELRE - R
RABERFRBLE ZARED
MR - A RRADE 2 R B = R
ECTRAERITIARRAR - AR
RESRENERERIEF A8
ERERER - A ARRES
BEEEBREN > RAH2HR
fie JE 5 At B - TR RE TN S BN
R R ARRIEEEFNEER
FOERBREH - AR B R LR A
BHEDERRFHRRINERR
PLZERMEREBERRY - Bt -
AREREM B QR R A BIRRR
MBI ARERT (fRRFE 2 &
RIRHLEREN ) MR Z AR
7 ALEFRSEARRABIR
BESRMEL Z BRBHEL 20X
REMELEE -1 EFZRA
R_TTRF+-_A=+—08 5
SMERBERIEL TR EE -



Orient Power Holdings Limited Annual Report 2005

Notes to Financial Statement B 7Rz Hft

3] December 2005 —FEERF+=-HA=+—H

37. CONTINGENT LIABILITIES
(continued)

(d)

In January 2004, Siemssen & Co. GmbH
("Siemssen”), a company situated in Hamburg,
Germany, and a former customer of Orient Power
Video Manufacturing Limited (“OPVM"), an
indirectly wholly-owned subsidiary of the Company,
filed a civil complaint against OPVM in the District
Court of Hamburg (the “Action”). In the Action,
Siemssen alleged that OPVM had breached certain
warranties that it had provided under several
contracts for the sale of OPVM products to
Siemssen, which rendered Siemssen liable to a
third party to the extent of US$9,835,000
(equivalent HK$76,713,000). In the Action,
Siemssen is claiming for the sum of US$9,835,000
(equivalent HK$76,713,000) and legal costs of
Euro58,000 (equivalent HK$565,000) against
OPVM.

37.MAEE (&)

(d)

R-_ZTZTPNFE— F -+ Siemssen &
Co. GmbH ([Siemssen] * fiZ R {EEH
BERZARWARRRIMEEZEN
BARIRKEFBERAA ([RERK
BEF])ZRIEP) LERMER AR
REREHD ([ZERTE]) -
EFZ A Z1TE)H - Siemssentg i R
R E F i R H1E ¥ SiemsseniH & &
REFERMZETERAZE TR
& f{F3|Siemssen/B ¥ £ = BB
9,835,000% 7t (1% 7476,713,000
BIL) o R AR ITEF
SiemssenZ 3k | 18 & F & (&
9,835,000% 7t (1% 7476,713,000
P& 7T) I X 14 58,00088 & (8 E R
565,000 T) A E °
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37. CONTINGENT LIABILITIES 7. HAREE ()

(continued)

Of the said claim of US$9,835,000 (equivalent
HK$76,713,000), a receivable due from Siemssen
in the sum of US$1,930,000 (equivalent
HK$15,054,000) is presently deposited into a bank
by Siemssen pursuant to an order of the Hamburg
court as security for part of the said claim in the
Action. The said sum is held subject to the
outcome of the Action and shall be returned to
OPVM if Siemssen fails in the Action. OPVM
through its legal representatives in Germany
contested the Action. The directors of the Company
have been advised by the German legal advisers
of the Company that the claim in the Action has
no merit. The legal proceedings have been stayed
by an order of the court in Germany because a
series of litigation has arisen in relation to the
issue of patent validity. These patent issues from
the foundation of the claim by Siemssen, that is,
if the products sold by OPVM did not infringe a
third party’s patents, then the claim by Siemssen
would fail. At present, it is not possible to ascertain
the number of patents which would be claimed
and the number of proceedings with may arise
because each patent would be the subject of
separate proceedings. Therefore, the directors of
the Company have been advised by the German
legal advisors for the Company that it is uncertain
as to when the court would allow the release of
the receivables and OPVM has made a full
provision against the receivable of US$1,930,000
(equivalent HK$15,054,000).

f£ + 3t 9,835,000% T (8 R
76,713,000 7T) 2 REHR + &
Siemssenf& s 2 1,930,000 7T (48
£ 115,054,000/ 70) FRIBIREE A
R AR % &AL Z 7 % B Siemssen s
A—RIRIT - tEBEZERITHF
FlEBRZ —BHZREFS - Lit
BB —EREINE  EEZARET
FEERE A WEESiemssenH
FZBERATRETFTREET - B
ETEBEAEREEZARARYEZ
EERTERENE - AARESE
EEAEEMNE - SRZERT
R s ERRMREEE - AREEF
EERMEBZFRELERF
B EBRARE TSBE AR
FFoZEEMNBEFZHARE
SiemssenZ R1E @ BMHERHFE T H
EVERTEBILE=FHHE -
BlSiemssenZ RE# MFF ° B AIA
BEETRIRHREZEFRERER
ARELE AR BERAREH
M EETEBREARERF -
b ARBZBECEARRERA
PEMEAN - BATRERTE AR R
BRI REEWRIE  MRBKE

B Bt & W X IE 1,930,000 T
(15,054,000 70) fEHH 2 8 -
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38. OPERATING LEASE

ARRANGEMENTS

As lessee

The Group leases certain of its office properties, factory
premises and staff quarters under operating lease
arrangements. Leases for properties are negotiated for
terms ranging from one to ten years.

At 31 December 2005, the Group had total future
minimum lease payments under non-cancellable
operating leases in respect of land and buildings falling
due as follows:

3. EHEZH

EMEAN S5

AEEREBELEHERHEEELE TH
REWE BEVEREIES  Mma
BZOERBANFI1FE105F -

R-ZETRFE+_A=+—H0 ~&£H
BETHREFTIIHECERERR
T FHAZHZ B HERERELR
BT :

Group
AEE
2005 2004
—EEEF —ZTTWF
HK$'000 HK$'000
TEx FET
Within one year —F R 9,210 10,845
In the second to fifth years, inclusive #F_-_ZAF (BEEREMF) 22,265 13,170
After five years HF1& 21,155 -

52,630 24,015
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39. COMMITMENTS 39.7 i
In addition to the operating lease commitments detailed PR _E XXM FE38RT I 2 48 & M B AE SN -
in note 38 above, the Group had the following capital AEBRBEEBZEREAEZERNT -

commitments at the balance sheet date:

Group
rEE
2005 2004
—EERF _—_TTWEF
HK$'000 HK$'000
FET T
Unpaid capital contribution to a SR PRl b %
jointly-controlled entity RN E A - 21,450
Plant and machinery: B RS
Contracted, but not provided for 25T 418 R B 9,513 11,353

40.RELATED PARTY TRANSACTIONS A0.BREATZRS

(@) In addition to the transactions and balances @) KREAMB®ERZEMI MR
detailed elsewhere in these financial statements, R G RAEGHRIN » REBRFAN Y HE
the Group had the following material transactions FHREATIEUATERRS -

with related parties during the year:

Group
rEH
2005 2004
—ETHE _—TTNF
Notes HK$'000 HK$'000
PEE FET FAT
Purchases of goods from ) 3% 5] 4%
jointly-controlled entities TEBE O 479,740 688,487
Sale of raw materials to I $£ B 4% 1R
jointly-controlled entities TEHEER (i) - 232
Rental income of machinery KB FE 2
from a jointly-controlled entity — Z #2357 © Ug A () 927 927
Rental income from REBERFZ

an associate & WA (iii) - 216
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40.RELATED PARTY TRANSACTIONS
(continued)

(b)

Notes: (continued)

0]

(i)

(iii)

The goods purchased from the jointly-controlled
entities were made at prices ranging from cost to
cost plus a margin of 3%.

The raw materials sold to the jointly-controlled
entities were priced at cost to cost plus a margin
of 3%.

The directors considered that the rental charged
was similar to the fair market rate.

The Company has executed and issued the

following guarantees and stand-by-letters-of-credit

in favour of banks as security for such banks’

granting loan facilities to a non-wholly-owned

subsidiary and a jointly-controlled entity:

0]

(i)

(iii)

guarantees and stand-by-letters-of-credit in
favour of a bank in respect of two revolving
loan facilities respectively in the sum of
US$1.25 million (2004: US$1.25 million) and
RMB2.0 million (equivalent to HK$1.9
million) (2004: HK$2.2 million) granted to
OPSIT, a 51%-owned subsidiary of the
Group;

guarantees in favour of various banks in
respect of loan facilities not exceeding US$2.5
million (equivalent to HK$19.5 million)
(2004: HK$19.5 million) granted to JOPE, a
519%-owned jointly-controlled entity of the
Group; and

counter-guarantees in relation to bank loan
facilities of HK$57,973,000 in favour of a
deemed minority shareholder of OPWDT,
who guaranteed the loan facilities of OPWDT
(note 28(d)).

\

AW.FHREATZ2RH (R)

(®)

fYeE - ()

0}

(iD)

(iii)

BEERZESCEZERZEE
BRAZEA S IN3%FH -

EFHEEZESItE 2 BRRHZKRA
A R I13%F)H o

EXR /B HIRERFHEM
T2 SRR YER ©

AR EHREMB AR R
RHEHIEXAERTERBERAB
FAIRTTR U LB RIA TEREER
ERR - EREBRTERREZ
SR

0}

(i)

(iii)

RNARBAEBEEAS1%K
2B AR IEMN ™R
FEIREFELE1,250,0003%
7T ( ZZFZFMF : 1,250,000
%7t ) X AR#2,000,0007C
( #8 % 5 1,900,000 T )
(ZZZTMME : 2,200,000/
7C) [MERITYE B R R B &
RERZE:

RARRAEEEEE51%MK
B2 HEREESCEIHRE
¥E it S &8 %1 2,500,000 T
( 8 5 19,500,000/% 7T )

—ZZT P4 : 19,500,000
BIL) CEFBE R Z KR
TEHER -

MR 1T E 357,973,000/ 7T
REHRB I IEEEERZ
mPRBRLERRIBHRIE
# (HtsE28(d)) -
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40.RELATED PARTY TRANSACTIONS A.FBEEALTZRE (E)

(continued)
(c) Outstanding balances with related parties: (0 HBEBALTZREERER
(i) Details of the Group's guarantee in favour of () AEBHRBITRTHELRES
a bank in respect of loan facilities granted to ERZERMARTIERZ
its jointly-controlled entities are included in ERZFBHNT B HREN
note 28 to the financial statements. FL28 °
(i) Details of the Group's balances with its (i) REEREBEXRAASERXA
jointly-controlled entities as at the balance A E B8 7 4 BRI B 715 Sk Mt
sheet date are disclosed in note 20 to the 20 E -

financial statements.

(d) Compensation of key management personnel of (d) ARAIERERAEMS
the Company

2005 2004
—ETRE _TTOF
HK$'000 HK$'000
FExT FAT
Short term employee benefits %2 #1& 8 & F 12,067 13,911
Post-employment benefits RIKIETE A 72 72
Total compensation paid to key MEZEEABS F
management personnel ) Pk 12,139 13,983
Further details of the directors’ emoluments as EEMEeTBERRMBRERW
disclosed in note 8 to the financial statements. FE8 °
The related party transactions in respect of items (a) to EX@QECQ@QOEZ2EBEALTZR
(c)(i) above also constitute connected transactions or 5 B ETARREV4AZRIRTEZ
continuing connected transactions as defined in Chapter AEXSFAFEBERS -

14A of the Listing Rules.
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41.FINANCIAL RISK MANAGEMENT M BERBREEEERBE

OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise its
bank loans, finance leases and cash and short term
deposits. The main purpose of these financial
instruments is to raise finance for the Group's operations.
The Group has various other financial assets and
liabilities such as trade receivables and trade payables,

which arise directly from its operations.

It is, and has been, throughout the year under review,
the Group's policy that no trading in financial instruments
shall be undertaken.

The main risks arising from the Group's financial
instruments are cash flow interest rate risk, foreign
currency risk, credit risk and liquidity risk. The board
reviews and agrees policies for managing each of these
risks and they are summarised below.

Cash flow interest rate risk

The Group's exposure to the risk of changes in market
interest rates relates primarily to the Group’s borrowings
with a floating interest rate.

The Group's policy to manage its cash flow interest rate
risk is to minimise the Group's interest-bearing
borrowings bore interest at floating rates.

Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by operating
units in currencies other than the units’ functional
currency, which are mainly denominated in USD. In
view of the fact that the Hong Kong dollar is pegged
with the United States dollar and that the Group tried
to match its assets and liabilities with the same currency,
the Group's exposure to foreign currency risk is minimal.
The Group has no specific policy to deal with the foreign
exchange risk as in the opinion of the directors, the
exposure is not significant.

AEEZFESRITABBRITER
MERORBAS REHER - %ﬁiﬂ
TEZFZ2RANRAAKEZEBES
Bd - AKBAZRAMBEMEENA
B PmEEESERRENE SR
R WEERKRAEER -

AEERFLENEOBFE —BEFTIK
RRTE@EETMTAE -

KEAKEERTAZEERER @ /%

enEMERRE  INERR - EERR
&/m@]ﬁ@}—w ° %%ﬁ*ﬁﬂ&%g—fﬁ
MERSERER KK BHAOT :

BERENRER

AEEF TSN R EE) 2 E R
RAKBZIBFEMEE -

P EBW

BERSREMNXERZ K

SEEEHE
F REE W&$ B2 EBH S E

ﬁﬂr%

\

S TE 2 B

AEEBERZEERER - BRRERKE
REBRNUFEIREE 2GR (X2
BET)ETZEER - ERBTEET
i BAREEANUR-—SEKHEE
ERHHERE  WAKERINERRE
IR o 7N 5% 3 4 R TE BROSR A BE M IE R
@ DAZERRARIL AEX -
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41.FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES
(continued)

Credit risk

The Group trades mainly with recognised and
creditworthy third parties. It is the Group’s policy that
all customers who wish to trade on credit terms are
subject to credit verification procedures. In addition,
receivable balances are monitored on an ongoing basis
and the Group's exposure to bad debts is not significant.

The credit risk of the Group's other financial assets,
which comprise cash and cash equivalents, arises from
default of the counterparty, with a maximum exposure
equal to the carrying amount of these instruments.

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for
collateral.

Liquidity risk

The Group's objective is to maintain a balance between
continuity of funding and flexibility through the use of
bank overdrafts, bank loans and other banking facilities.
The Group's policy is to minimise borrowings as part of
the working capital.

42.POST BALANCE SHEET EVENTS

Except for the events set out in note 2.1 to the financial
statements, there were no other significant post balance
sheet events.

3] December 2005 —EZERF+=-HA=+—H

41.

42.

BEEREEEEERBE
(%)

EHER

AEETRRRBANEGEBZE=TTE
TR - AREZBRBABEBAGRES
ETEBEZLMBRFPLAKBEERSE
R o tboh - AREE R E SRR EGK
AR WERERZAREAERX -

AEBHREBEREE (BRAESR
ReFEY) 2EERR  RAYFH
KRB ME=mERBREFRZELAZE
EfE -

HRAEERERARBEEZFE=T
EIRp  MAEERNBERAR -

REE S E R

AEEZBEREBRNARITES R
TERLEMBRITEE  REESLTHE
MENBEE M 2 P - AEEZBER R
VIEEEREEESZ B °

HERREE

PRSI R M2 E AN - WA
HiEAEERRKRER -



Orient Power Holdings Limited Annual Report 2005

Notes to Financial Statement B 7Rz Hft

3] December 2005 —EERF+=-H=+—H

43. COMPARATIVE AMOUNTS 43. Lk B F

As further explained in notes 2.3 and 2.5 to the financial SRR M E2.3 R 2.5FTFFi - AR
statements, due to the adoption of new HKFRSs during EFRNEMNFTE BV BREER - B
the year, the accounting treatment and presentation of WErzETHEBRERZ @t RIE A
certain items and balances in the financial statements R2VNHFAEEEFTARE AT o
have been revised to comply with the new requirements. b MBWREELSE THIERH
Accordingly, certain prior year and opening balance B MeETHREFEEFIERE
adjustments have been made and certain comparative P REEEAFEZZ2IAFRAREHE
amounts have been reclassified and restated to conform BHE e

with the current year's presentation and accounting

treatment.

44.APPROVAL OF THE FINANCIAL 44 F #H I T, &
STATEMENTS
The financial statements were approved and authorised EFEgERN_EERNFUNA-+HE

for issue by the board of directors on 26 April 2006. BRI M B ®E -





