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Wing Lee Holdings Limited

NOTES TO THE UNAUDITED CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING
POLICIES

These unaudited condensed consolidated interim financial
statements are prepared in accordance with the Hong Kong
Accounting Standard ("HKAS") 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA") and the disclosure requirements of the Rules Governing
the Listing of Securities on the Stock Exchange of Hong Kong Limited
(the “Listing Rules”).

The accounting policies and basis of preparation adopted in the
preparation of the interim financial statements are the same as
those used in the annual financial statements for the year ended
30 September 2005, except in relation to the following new and
revised Hong Kong Financial Reporting Standards (“HKFRSs”, which
also include HKASs and interpretations (“HK-Int")) that affect the
Group and are adopted for the first time for the current period’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 12 Income Taxes

HKAS 14 Segment Reporting

HKAS 16 Property , Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 19 Employee Benefits

HKAS 21 The Effects of Changes in Foreign Exchange Rates
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Wing Lee Holdings Limited

1. BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING
POLICIES (Continued)

HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial Statements

HKAS 32 Financial Instruments : Disclosure and Presentation

HKAS 33 Earnings per Share

HKAS 36 Impairment of Assets

HKAS 37 Provision, Contingent Liabilities and Contingent
Assets

HKAS 39 Financial Instruments: Recognition and
Measurement

HKAS 40 Investment Property

HKFRS 2 Share-based Payment

HKAS-Int 21 Income Taxs - Recovery of Revalued Non-depreciable
Assets

HK-int 4 Lease - Determination of the Length of Lease Term

in respect of Hong Kong Land Leases

The adoption of HKASs 1, 2, 7,8, 10, 12, 14, 16,18, 19, 21, 23,
24, 27, 33, 36, 37 and HKFRS 2 has had no material impact on the
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accounting policies of the Group and the methods of computation

in the Group’s condensed consolidated financial statements.

(a) HKAS 17
In prior periods, owner-occupied leasehold land and buildings

were included in property, plant and equipment and stated

in the balance sheet at their revalued amount, being the fair

value at the date of revaluation less any subsequent

accumulated depreciation and amortization and any

subsequent impairment losses.
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BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING
POLICIES (Continued)

(a) (BHBETER) F175 (&) (a) HKAS 17 (Continued)

R (BAEGFERN) F175% With the adoption of HKAS 17, the interest in leasehold land
2 FHIEEREEL R held for own use is accounted for as being held under an
ABRIEREEEEE T # operating lease where the fair value of the interest in any
B MR ZEE L EEM buildings situated on the leasehold land could be separately
BFI2HERIATEER AR identified from the fair value of the interest in leasehold land
AEBEE R BEORRYE £ at the time the lease was first entered into by the Group, or
—EBAEFR  IRZE taken over from the previous leases, or at the date of
BFZEZEH(WBERES) - construction of those buildings, if later. Any prepaid land
HZHAE L ER s ATEE premiums for acquiring the land leases, or other lease
RN o WE LA mAE payments, are amortized in the income statement on a
S S A 2 A ] 3 e B S H b straight-line basis over the lease term or where there is
HER HUESERENSF impairment, the impairment is expensed in the income
HERZRAEHE  HR statement. This new accounting policy has been adopted
A o BlE B E S Al s retrospectively and comparative amounts have been restated
RN WS BEEESR accordingly. The resulting effect on the financial statements
WM EReFEIEHEESE of the Group is set out in notes 2 below.
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In prior years, investments, other than investments in
subsidiaries and associates, were classified as investment in
securities and investments in trading securities. Investment in
securities are measured at amortised cost, less any impairment
loss recognized to reflect irrecoverable amounts. The annual
amortization of any discount on premium on the acquisition
of a held-to-maturity investments are aggregated with other
investment income receivable over the term of the instrument
so that the revenue recognized in each period represents a
constant yield on the investment. Where securities are held
for trading purposes, unrealized gains and losses are included
in net profit or loss for the period.

Following the adoption of HKAS 32 & 39, investments of the
Group are re-designated into two categories: held-to-maturity
financial assets and held for trading financial assets. Held-to-
maturity investments are non-derivative financial assets with
fixed or determinable payments and fixed maturities that the
Groups management has the positive intention and ability to
hold to maturity. During the period, the Group measured
the held-to-maturity investments at amortised cost using the
effective interest method.
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1.

BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING
POLICIES (Continued)

(b)

(c)

HKASs 32 and 39 (Continued)

The held for trading investments have previously been stated
at investments in trading securities are required to state in
balance sheet at fair value with changes recognized in the
profit and loss accounts. The adoption of HKAS 39 did not
result in substantial changes to the Group’s accounting
policies.

HKAS 40

In prior years, investment properties were valued annually by
independent professional valuers on an open market basis.
Changes in the value of investment properties are dealt with
in the investment properties revaluation reserve. If the total
of these reserves was insufficient to cover a deficit on a
portfolio basis, the excess of deficit was charged to the profit
and loss account. On disposal of a revalued investment
property, the relevant revaluation surplus or deficit was
transferred to the profit and loss account.

Following the adoption of HKAS 40, the Group has elected
to use the fair value model to account for investment
properties which requires gains or losses arising from changes
in the fair value of investment properties to be recognized
directly in the profit and loss account for the period in which
they arise. The HKAS 40 requires the change to be adopted
retrospectively. The resulting effect on the financial statements
of the Group is set out in note 2 below.
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1.

BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING
POLICIES (Continued)

(d])

HKAS Int 21

In prior years, deferred tax consequences in respect of
revalued investment properties were assessed on the basis of
the tax consequence that would follow from recovery of the
carrying amount of the properties through sale in accordance
with the predecessor Interpretation. In the current period,
the Group has applied HKAS Interpretation 21 “Income taxes
— Recovery of Revalued Non-Depreciable Assets” which
removes the presumption that carrying amount of investment
properties are to be recovered through sale. Therefore, the
deferred tax consequences of the investment properties are
now assessed on the basis that reflect the tax consequences
that would follow from the manner in which the Group
expects to recover the property at each balance sheet date.
In the absence of any specific transitional provision in HKAS
Interpretation 21, this change in accounting policy has been
applied retrospectively. These changes have no material

impact on the Group.

“
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SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES

The cumulative effects of the application of the new HKFRSs as at
30 September 2005 and 1 October 2005 are summarised below:

Balance sheet items

2 32 2 5k “EEEf
hE=tH Eil hEZtH HE tA-H
30.9.2005  Adjustment 30.9.2005  Adjustment 1.10.2005
FET FET TET TET TEx
HK$000 HKS000 HKS000 HKS000 HKS000
(RER3IE) (BE7) (m=31)
(originally stated| [restated) [restated)
56,281 (8,114) 48,167 - 48,167

8,093 8,093 - 8,093

198,325 [198,325) - - -
198,325 198,325 - 198,325

35,101 (35,101 - - -

- 35,101 35,101 - 35,101

289,707 [21] 289,686 - 289,686

983 (40) 943 - 943

983 [40) 943 - 943

5,365 - 5,365 (5,365) -
214,433 19 214,452 5,365 219,817
219,798 19 219,817 - 219,817

The effects of the application of the new HKFRSs to the Groups
income statement for the current and prior period is insignificant.
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TURNOVER AND 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.

(i) Business segments
During the six months ended 31 March 2005 and 2006,
over 90% of the Group’s revenue, results, assets and liabilities
were derived from the business segment comprising the
manufacture and trading of switches and jacks and
accordingly a further analysis by business segment is not
presented in these financial statements.

(ii) Geographical segments

In determining the Groups 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

TRETEASEEMERSEM The following table presents revenue, certain assets and
Eloz A EFTEERMAX expenditure information for the Group’s geographical
ZER e segments:
DERA
Segment revenue:
HETIHIREF PEEE
Sales to external customers Segment Assets
—TTRE | ZETRF | ZETRX —TTRF
2006 2005 2006 2005
FHET FET FET FET
HKS 000 HKS'000 HKS 000 HKS'000
i @ 53 48 Geographical segments:
BAFNITHE Hong Kong , SAR 62,169 78,627 186,335 119,303
R EE it [ Elsewhere PRC 36,872 4,318 142,052 98,103
5ok Malaysia 17,112 17,205
3 Singapore 10,396 9,755
ESE USA 5,825 8,366
Hit Other 22,364 13,052
@A Total revenue 154,738 131,323
RAOB Unallocated 247,591 317,447
HEE Total Assets 575,978 534,853

F OH R % 2006 Interim Report
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PROFIT FROM OPERATIONS
Profit from operations has been arrived at after charging/(crediting)
the following:

—BTRE | —_FTAF

2006 2005

TET FET

HKS'000 HKS 000

Depreciation 4,122 4,901
Unrealized loss/(gain) on debt securities = (402)
Impairment loss on held-to-maturity investments 6,593 -
Unrealized (gain) on trading investments (1,591) -
Loss on disposals of held-to-maturity investments 222 -
Loss/(Gain) on disposals of fixed asset - (193)
Interest expense 662 217
Interest income (6,333) (5,884

TAXATION
BE=ZA=+—-HLXEA
Six months ended 31 March

—EERN —ETAF
2006 2005
TET FET
HKS'000 HKS 000

The taxation comprises:

Profits tax

Hong Kong 227 1,553
Elsewhere = -
227 1,553
Deferred tax 136 _
Taxation for the period 363 1,553

Notes:

(a) Hong Kong Profits Tax is calculated at 17.5% (2005: 17.5%)
of the estimated assessable profit for the six months ended
31 March 2006

(b)  Taxation for elsewhere is calculated at the rates prevailing in
the respective jurisdiction.
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6. INTERIM DIVIDEND
The Board has decided to declare an interim dividend of HK1.2
cents per share for the six months ended 31 March 2006 (2005:
HK2.6 cents) to shareholders whose names are on the register of
members of the Company on 23 June 2006.

7. EARNINGS PER SHARE
(a) Basic
Basic earnings per share is calculated by dividing by the
Group’ profit attributable to equity holders by the weighted
average number of ordinary shares in issue during the period.

RBEZ
Unaudited
BE=ZHA=+—-HLXEA
Six months ended 31 March

—FEFN —TTRF

2006 2005

FET FET

HKS'000 HKS 000

(7))

(Restated)

Group s profit attributable to equity holders 26,994 31,748
Weighted average number of

ordinary shares in issue 373,742,058 | 359,724,548

Basic earnings per share 7.2 centsfll 8.8 centsfll

(b) Diluted
The diluted earnings per share for the six months ended 31
March 2006 and 2005 was not presented as there are no
outstanding share options during the period.
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TRADE AND OTHER RECEIVABLES

Included in trade and other receivables are trade receivables of
approximately HK$46,117,000 (30 September 2005: HKS$65,312,000).
The aging analysis of trade receivables at the balance sheet date is as

Age

follows:
REER BEEX
Unaudited Audited
—TTRE | ZTTRF
=ZA=+—HB | hA=+H
31 March |30 September
2006 2005
FET FET
HKS'000 HKS'000
0 - 3 months 38,126 62,096
4 — 6 months 6,504 3,074
7 — 12 months 1,487 142
46,117 65,312

Payment terms with customers are largely on credit. Invoice are
normally payable within 90 days of issue, except for certain well
established customers, where the terms are extended to 120 days.
The Group seeks to maintain strict control over its outstanding
receivables to minimize credit risk. Overdue balance are regularly
reviewed by senior management.

B REMENKRE 9. TRADE AND OTHER PAYABLES
FABSREMENERZE S EN Included in trade and other payables are trade payables of
BRFK4Y13,8550008 7T (ZETAFN approximately HKS 13,855,000 (30 September 2005: HKS10,812,000).
A=48 :10812,00087) - REEHE The aging analysis of trade payables at the balance sheet date is as
AZBZREEERZERITHOT : follows:
REEZ BEZ
Unaudited Audited
—TTRE | ZTTRF
=ZA=+—HB | hA=+H
31 March |30 September
2006 2005
FET FET
HKS 000 HKS'000
AR e Age
0-3A 0 - 3 months 13,677 10,789
4-6fE8 A 4 — 6 months 178 23
13,855 10,812
# % 2006 Interim Report O
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10. CAPITAL COMMITMENTS
REEZ BEX
Unaudited Audited
—TTRE | —ZZETHF
=A=+—8| hA=+A
31 March |30 September
2006 2005
FET FET
HKS'000 HKS'000
Capital expenditure contracted for
but not provided in the financial
statements in respect of
— the acquisition of property, plant
and equipment 34,201 22,149
— investments in PRC 28,243 55,763
62,444 77,912

CONTINGENT LIABILITIES

At the balance sheet date, the Company has given corporate
guarantees of HK$50 million (2005: HK$50 million) to a bank to
secure the credit facilities granted to its subsidiary.

POST BALANCE SHEET EVENT

In April 2006, the Group has been granted two term loans from
bank, totally amounted to HKS$26 million. The term loans will be
used to finance the acquisition of an investment property at the
consideration of approximately HKS31 million. For details, please
refer to the Company’s circular dated 28 March 2006.

COMPARATIVE FIGURES
Certain comparative figures have been reclassified in order to
conform with the presentation of current period.
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