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GENERAL

The Company is incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The addresses of the registered office and
principal place of business of the Company are disclosed

in the corporate information included in the annual report.

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

The Company is an investment holding company. The
principal activities of its subsidiaries and associates are set

out in notes 38 and 18, respectively.

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

In the current year, the Group has adopted a number of
new Hong Kong Financial Reporting Standards (“HKFRS(s)”),
Hong Kong Accounting Standards (“HKAS(s)”) and
Interpretations (hereinafter collectively referred to as the
“new HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants that are relevant to its
operations and effective for accounting periods beginning
on or after 1 January 2005. The adoption of the new
HKFRSs has resulted in a change in the presentation of the
consolidated income statement, consolidated balance sheet
and consolidated statement of changes in equity. In
particular, the presentation of minority interests and share
of taxation of associates have been changed. The changes
in presentation have been adopted retrospectively. The
adoption of the new HKFRSs has resulted in changes to
the Group’s accounting policies in the following areas that
have an effect on how the results for the current and/or

prior accounting years are prepared and presented:
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Investment properties

In the current year, the Group has adopted HKAS 40
“Investment Property”. The Group has elected to use the
fair value model to account for its investment properties
which requires gains or losses arising from changes in the
fair value of investment properties to be recognised directly
in profit or loss for the year in which they arise. In previous
years, investment properties under the Statement of
Standard Accounting Practice (“SSAP”) 13 “Accounting for
Investment Properties” were measured at open market
values, with revaluation surplus or deficit credited or charged
to investment property revaluation reserve unless the
balance on this reserve was insufficient to cover a
revaluation decrease, in which case the excess of the
revaluation decrease over the balance on the investment
property revaluation reserve was charged to the
consolidated income statement. Where a decrease had
previously been charged to the consolidated income
statement and a revaluation surplus subsequently arose,
that increase was credited to the consolidated income
statement to the extent of the decrease previously charged.
The Group has adopted the relevant transitional provisions
in HKAS 40 and elected to apply HKAS 40 from 1 April
2005 onwards. This change has resulted in an increase in
fair value of investment properties of HK$33,142,000 (2005:
nil) credited to the consolidated income statement (see note
3 for the financial impact).
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Deferred taxation related to investment properties

In previous years, deferred taxation consequences in respect
of revalued investment properties were assessed on the
basis of the tax consequence that would follow from
recovery of the carrying amount of the properties through
sale in accordance with the predecessor interpretation. In
the current year, the Group has adopted HK(SIC)
Interpretation 21 “Income Taxes — Recovery of Revalued
Non-Depreciable Assets” which removes the presumption
that the carrying amount of investment properties is to be
recovered through sale. Therefore, the deferred taxation
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 provisions in
HK(SIC) Interpretation 21, this change in accounting policy
has been adopted retrospectively. This change in
interpretation has resulted in an increase in taxation charge
of HK$10,913,000 (2005: nil) to the consolidated income
statement (see note 3 for the financial impact).

Owner-occupied leasehold interest in land

In previous years, owner-occupied leasehold land and
buildings were included in property, plant and equipment
and measured using the cost model. In the current year,
the Group has adopted HKAS 17 “Leases”. Under HKAS
17, the land and buildings elements of a lease of land and
buildings are considered separately for the purposes of lease
classification, unless the lease payments cannot be allocated
reliably between the land and buildings elements, in which
case, the entire lease is generally treated as a finance lease.
To the extent that the allocation of the lease payments
between the land and buildings elements can be made
reliably, the leasehold interests in land are reclassified to
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Owner-occupied leasehold interest in land (Continued)

land use rights, which are carried at cost and amortised
over the lease term on a straight-line basis. This change in
accounting policy has been adopted retrospectively. As at
31 March 2005, the Group reclassified its leasehold interests
in land with carrying value of HK$70,196,000 to land use
rights (see note 3 for the financial impact). Alternatively,
where the allocation between the land and buildings
elements cannot be made reliably, the leasehold interests
in land continue to be accounted for as property, plant and

equipment.

Financial instruments

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

Classification and measurement of financial assets and
financial liabilities

The Group has adopted the relevant transitional provisions
in HKAS 39 with respect to the classification and
measurement of financial assets and financial liabilities that
are within the scope of HKAS 39.
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Financial instruments (Continued)

Investments in equity securities

By 31 March 2005, the Group classified and measured its
investments in equity securities in accordance with the
benchmark treatment of SSAP 24 “Accounting for
investments in securities”. Under SSAP 24, investments in
equity securities are classified as “investment securities”,
“other investments” or “held-to-maturity investments” as
appropriate. “Investment securities” are carried at cost less
impairment losses (if any) while “other investments” are
measured at fair value, with unrealised gains or losses
included in the net profit or loss for the year. “Held-to-
maturity investments” are carried at amortised cost less

impairment losses (if any).

From 1 April 2005 onwards, the Group has classified and
measured its investments in equity securities in accordance
with HKAS 39. Under HKAS 39, financial assets are
classified as “financial assets at fair value through profit or
loss”, “available-for-sale financial assets”, “loans and
receivables”, or “held-to-maturity financial assets”. “Financial
assets at fair value through profit or loss” and “available-
for-sale financial assets” are carried at fair value, with
changes in fair values recognised in profit or loss and equity
respectively. “Loans and receivables” and “held-to-maturity
financial assets” are measured at amortised cost using the
effective interest method after initial recognition.

On 1 April 2005, the Group reclassified its investment in
equity securities, which were previously classified as “other
investments” under SSAP 24, with carrying value of
HK$15,733,000 to “available-for-sale financial assets”. Profit
for the year has decreased by HK$3,770,000 due to the
recognition of the gain in fair value of the available-for-sale
financial assets in equity (see note 3 for financial impact).
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Financial instruments (Continued)

Financial assets and financial liabilities other than equity
securities

From 1 April 2005 onwards, the Group has classified and
measured its financial assets and financial liabilities other
than equity securities (which were previously outside the
scope of SSAP 24) in accordance with the requirements of
HKAS 39. As mentioned above, financial assets under HKAS
39 are classified as “financial assets at fair value through
profit or loss”, “available-for-sale financial assets”, “loans
and receivables” or “held-to-maturity financial assets”.
Financial liabilities are generally classified as “financial
liabilities at fair value through profit or loss” or “other financial
liabilities”. Financial liabilities at fair value through profit or
loss are measured at fair value, with changes in fair value
being recognised in the net profit or loss for the year directly.
Other financial liabilities are carried at amortised cost using
the effective interest method after initial recognition.

For the long-term bank deposit of the Group, interest earned
from deposit changes depending on whether London Inter-
Bank Offered Rate rises beyond certain specified ranges
over the term of deposit period. Where such embedded
derivative is not required to be separately accounted for,
the whole deposit is accounted for as loan and receivable
and carried at amortised cost determined using the effective
interest method at subsequent balance sheet dates. An
effective interest rate shall be determined to allocate the
interest income over the relevant period at a constant rate
of return. Prior to the application of HKAS 39, long-term
bank deposit was carried at nominal amount. By adopting
the transitional provisions in HKAS 39, the carrying amount
of the long-term bank deposit as at 1 April 2005 has
decreased by HK$2,113,000 in order to state the deposit
at amortised cost in accordance with HKAS 39. The Group’s
accumulated profits as at 1 April 2005 has decreased by
HK$2,113,000. Profit for the year has increased by
HK$950,000 due to the recognition of imputed interest
income (see note 3 for financial impact).
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Financial instruments (Continued)

Derecognition

HKAS 39 provides more rigorous criteria for the
derecognition of financial assets than the criteria adopted
in previous periods. Under HKAS 39, a financial asset is
derecognised, when and only when, either the contractual
rights to the asset’s cash flows expire, or the asset is
transferred and the transfer qualifies for derecognition in
accordance with HKAS 39. The decision as to whether a
transfer qualifies for derecognition is made by applying a
combination of risks and rewards and control tests. The
Group has adopted the relevant transitional provisions and
adopted the revised accounting policy prospectively to
transfers of financial assets from 1 April 2005 onwards. As
a result, the Group’s bill receivables discounted with full
recourse of HK$25,044,000 which were derecognised as
at 31 March 2005 have not been restated. As at 31 March
2006, the Group’s bill receivables discounted with full
recourse have not been derecognised. Instead, the related
borrowings of approximately HK$35,365,000 have been
recognised on the balance sheet date. The relevant finance
costs incurred in order to obtain such borrowings are
included in the carrying amount of the borrowings on initial
recognition and amortised over the terms of the borrowings
using the effective interest method. This change in
accounting policy has had no material effect on results for

the current year.

Share-based payments

HKFRS 2 “Share-based Payment” requires the recognition
of equity-settled share-based payments at fair value at the
date of grant and the recognition of liabilities for cash-
settled share-based payments at the current fair value at
each balance sheet date.
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Share-based payments (Continued)

The principal impact of HKFRS 2 on the Group is in relation
to the expensing of the fair value of share options granted
to directors and employees, determined at the date of grant
of the share options, over the vesting period. Prior to the
adoption of HKFRS 2, the Group did not recognise the
financial effect of share options until they were exercised.
The Group has adopted HKFRS 2 to share options granted
on or after 1 April 2005. In relation to share options granted
and vested before 1 April 2005, the Group chooses not to
adopt HKFRS 2.

In accordance with the transitional provisions of HKFRS 2,
HKFRS 2 has been adopted retrospectively to all grants of
equity instruments after 7 November 2002 that were
unvested as of 1 April 2005, and to account for share-
based transactions granted on or after 1 April 2005. The
adoption of HKFRS 2 has had no effect on the consolidated
financial statements since all share options existing at 1
April 2005 were granted by the Company after 7 November
2002 and vested before 1 April 2005.
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SUMMARY OF THE EFFECTS OF THE CHANGES IN 3. EifHEEHTEMRE

ACCOUNTING POLICIES

The effects of the changes in the accounting policies

year are as follows:

B FE 270 Pt & 5T IR 2 B Y KR B K Al

described in note 2 on the results for the current and prior —FEEEIZVENT

2006 2005
—EERE ZTTREF
HK$’000 HK$’000
FERT FHBT
Increase in fair value of investment BREMERTFEEM
properties 33,142 -
Increase in imputed interest income REBROTERESHE
on long-term bank deposit, WA - FIEE b
included in other income O 950 -
Decrease in unrealised gain arising BERENTER
on changes in fair value of EEZRERWEFED
investments in securities, included ) 1F E 48 & U A
in other operating income (8,770) —
Increase in deferred taxation BIEEYE N TEEM
charge relating to increase BRZEEREL D
in fair value of investment En - FIVEREIE
properties, included in taxation (10,913) -
Increase in profit for the year F 1 0m A5 N 19,409 -
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SUMMARY OF THE EFFECTS OF THE CHANGES IN 3. BNHXREH LEMRE (F)
ACCOUNTING POLICIES (Continued)

The cumulative effects of the adoption of the new HKFRSs RZZEERF=A=+—HEK_ZTRF
as at 31 March 2005 and 1 April 2005 on the balance A —BEMN B BT EREERNEEE
sheet items are summarised below: BEXRBEZEFZEHRMADT - 55
i ANNUAL
31.3.2005 As at Opening As at REFORT
(Originally Retrospective adjustments 31.32005  adjustments 1.4.2005 2006
stated)  HKAS1T  HKAS27  (Restated)  HKAS39  (Restated) F ®
RZ2%1F i EL it $8% WN-E3IE

ZA=1-A gheit F#eit ZA=t1-H Eiest mA-8
(RE23)  EMEU7E  EMEUE  (HE§)  RMENE  (HE))
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
T T TET TET TR TiEn

Property, plant and equipment 0% BERZE 1,169,108 (70,196) - 1,098,912 - 1098912
Land use rights THERE - 70,19 = 70,19 = 70,19
Long-term bank deposit REROER 23370 - - 23,370 2,113) 21257
Avalable-for-sale financial assets A HELBEE - - - = 15,733 15,733
Investments in Securities BHRE 15,733 - - 15,733 (15,733) -
Other assets and liabiies HEERER (140,036 ) - - (140,036 ) - (140,036 )
Total effects on assets and liabilties HEEREE7FEEE 1,068,175 - - 1,088,175 (2,113) 1,066,062
Share capital A 79,302 - - 79,302 - 79,302
Share premium RiaE 82,844 - - 82,844 - 82,844
Exchange reserve B EE 1,108 - = 1,108 = 1,108
Accumulated profits ESyet 900,901 - - 900,901 [2,113) 898,768
Minority interests YERE RS - - 4,020 4,020 - 4020
Total effects on equity HEREN T208 1,064,155 - 4020 1,068,175 (2,113) 1,066,062
Minority interests YERF RS 4,020 - (4,020) - - -
1,068,175 - - 1,088,175 (2,113) 1,066,062
There are no financial effects on the adoption of the new BB ANBREENEAEER =T
HKFRSs to the Group’s equity at 1 April 2004. TNENA—B 2R EERKT B
2= .
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The Group has not early adopted the following new
standards, amendments and interpretations that have been

AEBEL R RFHRATIICEMERERE
MZHER BRI R RE - EESHEMKR

issued but are not yet effective. The Board anticipate that MZEER - BRI REA RSB 2 X£E

amendments or

KM BEHRRAL BERTZE o

the adoption of these standards,
ANNUAL ) , ) o
interpretations will have no material impact on the result
REPORT . ) "
and financial positions of the Group.
2006
E HKAS 1 (Amendment)

BB G ERE 1R (BB
HKAS 19 (Amendment)
BB ERFE 195 (KIEFT)
HKAS 21 (Amendment)
BERE G ELFE 215 (KIBE])
HKAS 39 (Amendment)

BB G ERFE39% (KIEET)
HKAS 39 (Amendment)
i ERIFE 395 (K18ET)
HKAS 39 and HKFRS 4 (Amendments)
BEE G ERFERREBHERE
RIS A5% (B1EET)
HKFRS 6
BERM B HmE LR FE65%
HKFRS 7
BERMBRESENFETR
HK(IFRIC) - INT 4

R (BRABREREEZRE) —REF4R

HK(IFRIC) - INT 5

2R (BRPBRERBERE) —R2EFSR

HK(IFRIC) - INT 6

EE (ARPBHREREZES) - REFOT

HK(IFRIC) - INT 7

ER (ERPBBRERERES) - REETH

HK(IFRIC) - INT 8

FE(BERMEHREREZEE) - 2EFR

HK(IFRIC) - INT 9

EE (ARPBREREZES) - REFON
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Capital disclosures'’
BRARRE
Actuarial gains and losses, group plans and disclosures?
BEER  SEERKE?
Net investment in a foreign operation?
BINEB 2 FRE?
Cash flow hedge accounting of forecast intragroup
transactions®
BRAEBARRRAR G2 HEREBH MG RIER?
The fair value option?
N EEZEZE R
Financial guarantee contracts?

PBERE K2

Exploration for and evaluation of mineral resources?

BEBIR BRI

Financial instruments: Disclosures’

ERIA : KE

Determining whether an arrangement contains a lease?

ErTZHREBREEE?

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

RIREE ERMRBEEESMELER CER?

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

S2EBETSENEXREFREMELEZLEES

Applying the restatement approach under HKAS 29 Financial
Reporting in Hyperinflationary Economies*

BREEB G EAF 20N BN BRAERR
IERZESN R

Scope of HKFRS 25

BB MG RS ERF 23RS

Reassessment of embedded derivatives®

NEITETE 2 EXFTL°



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

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

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

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

5 Effective for annual periods beginning on or after 1 May 2006.

6 Effective for annual periods beginning on or after 1 June 2006.

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

The consolidated financial statements have been prepared
on the historical cost basis except for certain properties
and financial instruments, which are measured at fair values,
as appropriate and explained in the accounting policies set
out below.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31 March each year.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income statement
from the effective date of acquisition or up to the effective
date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
in line with those used by other members of the Group.
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Basis of consolidation (Continued)
All intra-group transactions, balances, income and expenses
are eliminated on consolidation.

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

Interests in associates

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. Under the equity
method, investments in associates are carried in the
consolidated balance sheet at cost as adjusted for post-
acquisition changes in the Group’s share of the profit or
loss and of changes in equity of the associate, less any
identified impairment loss. When the Group’s share of losses
of an associate equals or exceeds its interest in that
associate (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the
associate), the Group discontinues recognising its share of
further losses. An additional share of losses is provided for
and a liability is recognised only to the extent that the
Group has incurred legal or constructive obligations or made
payments on behalf of that associate.

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

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods and services provided in the normal course of
business, net of discounts and sales related taxes.

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

Income for provision of after sale services is recognised
when the services are rendered.

Rental income is recognised on a straight line basis over
the term of the relevant lease.

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

Investment properties
Investment properties are held for their investment potential
through generating rental income.

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

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn
from use or no future economic benefits are expected from
its disposals. Any gain or loss arising on derecognition of
the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is
included in the consolidated income statement in the year
in which the item is derecognised.
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Property, plant and equipment
Property, plant and equipment other than construction in
progress are stated at cost less subsequent accumulated

depreciation and accumulated impairment losses.

Construction in progress represents buildings under
construction for production, which are stated at cost, less
any identified impairment loss. Construction in progress is
not depreciated until completion of construction and the
asset is put into intended use. The cost of completed
construction works is transferred to appropriate category

of property, plant and equipment.

Leasehold buildings and leasehold improvements are
depreciated on a straight-line basis over the remaining term
of the leases or at rates sufficient to write off their cost
over their estimated useful lives and after taking into account
of their estimated residual value, on a straight-line basis,
whichever is shorter.

Depreciation is provided to write off the cost of property,
plant and equipment, other than leasehold buildings and
leasehold improvements, over their estimated useful lives,

on a reducing balance basis, at the following rates per

annum:
Motor vehicles B

Plant and machinery o B i 2
Office equipment WAE
Furniture and fixtures EIYSES
Moulds KR

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

or, where shorter, the term of the relevant lease.
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Property, plant and equipment (Continued)

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and
the carrying amount of the item) is included in the
consolidated income statement in the year in which the
item is derecognised.

Land use rights
Land use rights represent interest in land held under
operating lease arrangements and are amortised on a

straight-line basis over the lease terms.

Intangible assets

Development expenditure

Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is
anticipated that the development costs incurred on a clearly-
defined project will be recovered through future commercial
activity. The resultant asset is carried at cost less
accumulated amortisation and any accumulated impairment
losses. Amortisation is provided to write off the cost of
development expenditure on a straight-line basis over its
estimated useful life of three years.

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

Inventories are stated at the lower of cost and net realisable
value. Cost comprises direct materials and, where
applicable, direct labour and those overheads that have
been incurred in bringing the inventories to their present
location and condition. Cost is calculated using the first-in,
first-out method. Net realisable value represents the
estimated selling price less all estimated costs to
completion.

Impairment

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

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

Financial instruments

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

Financial assets

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. At each balance sheet date subsequent
to initial recognition, loans and receivables (including long-
term bank deposit, trade and other receivables and bank
balances) are carried at amortised cost using the effective
interest method, less any identified impairment losses. An
impairment loss is recognised in profit or loss when there
is objective evidence that the asset is impaired, and is
measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash
flows discounted at the effective interest rate at initial
recognition. Impairment losses are reversed in subsequent
periods when an increase in the asset’s recoverable amount
can be related objectively to an event occurring after the
impairment was recognised, subject to a restriction that
the carrying amount of the asset at the date the impairment
is reversed does not exceed the amortised cost that would
have been had the impairment not been recognised.

Available-for-sale financial assets

Available-for-sale financial assets, are non-derivatives that
are either designated or not classified as any of the other
categories, are recognised and derecognised on a trade
date basis where the purchase or sale of an investment is
under a contract whose terms require delivery of the
investment within the timeframe established by the market
concerned. At each balance sheet date subsequent to initial
recognition, available-for-sale financial assets are measured
at fair value. Changes in fair value are recognised in equity,
until the financial asset is disposed of or is determined to
be impaired, at which time, the cumulative gain or loss
previously recognised in equity is removed from equity and
recognised in profit or loss for the period. Any impairment
losses on available-for-sale financial assets are recognised
in profit or loss. Impairment losses on available-for-sale
equity investments will not reverse in profit or loss in
subsequent periods.
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Financial instruments (Continued)

Financial liabilities and equity

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

An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. The accounting policies adopted in
respect of financial liabilities and equity instruments are set
out below.

Financial liabilities

Financial liabilities including trade and other payables and
bank borrowings are subsequently measured at amortised
cost, using the effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the financial assets
are transferred and the Group has transferred substantially
all the risks and rewards of ownership and control of the
financial assets. On derecognition of a financial asset, the
difference between the asset’s carrying amount and the
sum of the consideration received and the cumulative gain
or loss that had been recognised directly in equity is
recognised in profit or loss.

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

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

The Group as lessee

Assets held under finance leases are recognised as assets
of the Group at their fair value at the inception of the lease
or, if lower, at the present value of the minimum lease
payments. The corresponding liability to the lessor is
included in the consolidated balance sheet as a finance
lease obligation. Lease payments are apportioned between
finance charges and reduction of the lease obligation so as
to achieve a constant rate of interest on the remaining
balance of the liability. Finance charges are charged directly
to profit or loss, unless they are directly attributable to
qualifying assets, in which case they are capitalised in
accordance with the Group’s general policy on borrowing
costs.

Rentals payable under operating leases are charged to profit
or loss on a straight-line basis over the term of the relevant
lease. Benefits received and receivable as an incentive to
enter into an operating lease are recognised as a reduction
of rental expense over the lease term on a straight-line
basis.

Foreign currencies

The individual financial statements of each group entity are
presented in the currency of the primary economic
environment in which the entity operates (its functional

currency).
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Foreign currencies (Continued)

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in
its functional currency (i.e. the currency of the primary
economic environment in which the entity operates) at the
rates of exchanges prevailing on the dates of the
transactions. At each balance sheet date, monetary items
denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary
items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing on the
date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a

foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they
arise, except for exchange differences arising on a monetary
item that forms part of the Group’s net investment in a
foreign operation, in which case, such exchange differences
are recognised in equity in the consolidated financials
statements. Exchange differences arising on the retranslation
of non-monetary items carried at fair value are included in
profit or loss for the period except for differences arising
on the retranslation of non-monetary items in respect of
which gains and losses are recognised directly in equity, in
which cases, the exchange differences are also recognised
directly in equity.
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Foreign currencies (Continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of
the Company (i.e. Hong Kong dollars) at the rate of
exchange prevailing at the balance sheet date, and their
income and expenses are translated at the average
exchange rates for the year, unless exchange rates fluctuate
significantly during the year, in which case, the exchange
rates prevailing at the dates of the transactions are used.
Exchange differences arising, if any, are recognised as a
separate component of equity (the exchange reserve). Such
exchange differences are recognised in profit or loss in the

period in which the foreign operation is disposed of.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, are
capitalised as part of the cost of those assets. Capitalisation
of such borrowing costs ceases when the assets are
substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets
is deducted from the borrowing costs eligible for
capitalisation.

All other borrowing costs are recognised in profit or loss in

the period in which they are incurred.

Taxation
Income tax expense represents the sum of the tax currently

payable and deferred taxation.
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Taxation (Continued)

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated income statement because it excludes items
of income or expense that are taxable or deductible in
other years and it further excludes items that are never
taxable or deductible. The Group’s liability for current tax is
calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date.

Deferred taxation is recognised on differences between the
carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used
in the computation of taxable profit, and is accounted for
using the balance sheet liability method. Deferred taxation
liabilities are generally recognised for all taxable temporary
differences and deferred taxation assets are recognised for
all deductible temporary differences to the extent that it is
probable that taxable profits will be available against which
the deductible temporary differences can be utilised. Such
assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition
(other than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

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

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

The Group operates a defined contribution Mandatory
Provident Fund Scheme (the “MPF Scheme”) under the
Hong Kong Mandatory Provident Fund Schemes Ordinance,
for all its employees in Hong Kong. Payment to the MPF

Scheme is charged as expenses as it falls due.

In addition, the Group’s contributions to a local municipal
government retirement scheme in the People’s Republic of
China (the “PRC”) are expensed as fall due while the local
municipal government in the PRC undertakes to assume
the retirement benefit obligations of all existing and future
retirees of the qualified staff in the PRC.

Share-based payments

Share options granted to employees of the Group

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

with a corresponding increase in equity.

At the time when the share options are exercised, the
amount previously recognised in equity will be transferred
to share premium. When the share options are forfeited
after the vesting date or are still not exercised at the expiry
date, the amount previously recognised in share options
reserve will be transferred to accumulated profits.
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In the process of applying the Group’s accounting policies
described in note 4, management makes various estimations
based on past experiences, expectations of the future and
other information. The key source of estimation uncertainty
that may significantly affect the amounts recognised in the
consolidated financial statements is disclosed below:

Trade receivables

Note 4 describes that trade receivables are measured at
initial recognition at fair value, and are subsequently
measured at amortised cost using the effective interest
method. An impairment loss is recognised in profit and
loss when there is objective evidence that the asset is

impaired.

In making the judgment, management considered detailed
procedures have been in place to monitor this risk as a
significant proportion of the Group’s investment for working
capital is devoted to trade receivables. In determining
whether there is objective evidence of impairment, the Group
takes into consideration estimation of future cash flows.

The Group’s major financial instruments include long-term
bank deposit, trade and other receivables, bank balances
and cash, trade and other payables and bank borrowings.
Details of these financial instruments are disclosed in
respective notes. The risks associated with these financial
instruments and the policies on how to mitigate these risks
are set out below. The management manages and monitors
these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

NGAI LIK INDUSTRIAL HOLDINGS LIMITED
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Currency risk

The majority of the Group’s sales and purchases are
denominated in US dollars and HK dollars. As HK dollars
and US dollars are pegged, the Group has minimum

exposure to foreign exchange fluctuation.

Credit risk

The maximum exposure to credit risk in the event of the
counterparties failure to perform their obligation as at 31
March 2006 in relation to each class of recognised financial
assets is the carrying amount of those assets as stated in
the consolidated balance sheet. In order to minimise credit
risk in relation to trade receivables, management of the
Group monitors closely the recoverable amount of each
individual debt. In this regard, the directors of the Company
consider that the Group’s credit risk is significantly reduced.

The credit risk in relation to long-term bank deposit and
bank balances is limited because the majority of the
counterparties are financial institutions with high credit-

ratings assigned by international credit-rating agencies.

Credit risk is concentrated to a small number of debtors.
However, the management considers, based on the strong
financial background and/or the good creditability of
debtors, there are no significant credit risk.

Cash flow interest rate risk

The Group’s cash flow interest rate risk primarily relates to
bank balances, variable-rate long-term bank deposit (see
note 20) and bank borrowings (see note 27). The
management of the Group monitors the related interest rate
risk exposure closely and will consider hedging significant
interest rate risk exposure should the need arises.
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Liquidity risk

The Group’s policy is to regularly monitor current and
expected liquidity requirements to ensure that it maintains
sufficient reserves of cash and adequate committed lines

ANNUAL , ,
of funding from financial institutions to meet its liquidity
REPORT . .
requirements in the short and longer term.
2006
F 3k

(@) Business segments
For management purposes, the Group is currently
organised into two operating divisions — electronics
manufacturing services business (“EMS business”) and
property investment.

These divisions are the basis on which the Group

reports its primary segment information.
The EMS business is engaged in design, manufacture

and sale of electronic and electrical products while
property investment is engaged in property rental.

NGAI LIK INDUSTRIAL HOLDINGS LIMITED

RBESER
AEBZBRRATERERB A LBEH 2R
HELHE  UERERREWMZIREHE
RREMBEHREZ RAFAGHESRE - A
BNEREHRDEEEFER

(a) XB2HE
EEME - ZKEE B Al i R
EBAEK - DRIRETREREED
(fEMS%ﬁ%J)&%%&’ﬁ °

SEEHANEBRELTEHWA
B B -

EMSERH SR  MERMEBT
RESER £ MPEREAL
EMEEE -



(a)

Business segments (Continued)
Segment information about these businesses is
presented below:

Year 2006
()  Consolidated income statement

(a) #=H2HHE (&)
DEEBZHOBEERZINAT

Turnover EER
Rental income HelA
Result E

Segment result kS
Interest income NN
Other rental income HE e WA
Finance costs BEMK
Share of results of associates AN
Unallocated income KABZWA
Profit before taxation BT AR A
Taxation HE
Profit for the year FERM

ANNUAL
ZRE
. REPORT
(i) #eihamEk

2006

Property F
EMS business investment Eliminations Consolidated
EMS¥%  MERE ik #a
HK$°000 HK$°000 HK$°000 HK$'000
TER TER TER TER
2,836,171 - - 2,836,171
- 8,598 (1,424) 7,174
3,609 36,699 40,308
4,729
1,142
(26,907)
2,179
2,791
24,242
(11,104)
13,138
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(@) Business segments (Continued)
Year 2006 (Continued)

(i) Consolidated balance sheet
ANNUAL

REPORT
2006
F 1§

Assets
Segment assets
Interests in associates

Unallocated assets

Liabilities
Segment liabilities
Unallocated liabilities

(iii) - Other information

Capital expenditure
Depreciation and amortisation
Impairment loss

of intangible assets
Increase in fair value of

investment properties

NGAI LIK INDUSTRIAL HOLDINGS LIMITED
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REVEERR
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REMERFE
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(i) HwEBEBEX

Property

EMS business investment
EMS¥% MERE
HK$’000 HK$’000
THER TER
1,785,288 188,604
361,948 1,730

(iii) EmEH

Property

EMS business investment
EMS¥% MERE
HK$’000 HK$’000
THERT TER
147,849 34
103,568 -
7,359 -

- 33,142

Consolidated
Te
HK$’000
THER

1,973,892
20,107
269,684

2,263,683

363,678
826,041

1,189,719

Consolidated
Te
HK$’000
THER

147,883
103,568

7,359

33,142



(Continued)

Year 2005

BUSINESS AND GEOGRAPHICAL SEGMENTS 7. ¥BEREDE(E)
Business segments (Continued) (a) ¥XKH%E (E)
—ZETHEF
Consolidated income statement (i) HelmE
Property
EMS business  investment Eliminations Consolidated
EMSEH  WERE i e
HK$'000 HK$'000 HK$'000 HK$'000
AL AL AT AT

Turnover HEB 3,417,581 - - 3,417,581
Rental income HeBA - 7,421 (1,239) 6,182
Result E

Segment result DEER 64,606 2,717 67,323
Interest income NN 2,179
Other rental income HE e WA 614
Finance costs BERK (4,868)
Share of results of associates AN 1,290
Unallocated expenses KABzXi (1,753)
Profit before taxation BT AR 7 64,785
Taxation HE (4,557)
Profit for the year FERA 60,228

75
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(Continued)

7. BUSINESS AND GEOGRAPHICAL SEGMENTS 7. EBRkiEDE ()
(a) Business segments (Continued) (a) =B HE (&)
Year 2005 (Continued) T REF ()
(i) Consolidated balance sheet (i) HEEEBREZR
Property
EMS business investment  Consolidated
EMS¥7% MERE e
HK$'000 HK$'000 HK$'000
TET TET FET
Assets BE
Segment assets NBREE 1,775,587 61,274 1,836,861
Interests in associates i ANCIA T 18,468
Unallocated assets RPBZEE 277,472
2,132,801
Liabilities BE
Segment liabilities PEBE 415,767 616 416,383
Unallocated liabilities APBEZAE 648,243
1,064,626
(iii)  Other information (i) A ft & #
Property
EMS business investment  Consolidated
EMS¥7% MEHRE )
HK$'000 HK$'000 HK$'000
THT TEL FTET
Capital expenditure BAZ M 348,279 - 348,279
Depreciation and amortisation HEREH 88,661 - 88,661
Reversal of revaluation deficit REERZEKE
of investment properties MESR
previously recognised BAED - 2,750 2,750

NGAI LIK INDUSTRIAL HOLDINGS LIMITED




(b) Geographical segments (b) HEDH

The following table provides an analysis of the Group’s TRNEMS 2 hREREE ZHE
sales by geographical market, irrespective of the origin BIEH AT - MEmZ EESRBER
of the goods manufactured or services rendered: oz i

ANNUAL

Turnover REPORT

2 2006

2006 2005 F
—EETRE —TTRF
HK$’000 HK$’000
FERT FHEIT
America M 2,012,109 2,360,801
Europe B M 529,586 621,430
Asia ZaM 166,363 212,123
Others Hith 128,113 223,227
2,836,171 3,417,581
All the Group’s assets and capital expenditure incurred AEEFANMEAZBEERER
during the year are located in the Greater China, which X9 AERPEARKEME - T15
is considered as one geographical location in an VEE @ b I B33 2 & ERIB L2 [F
economic environment with similar risks and return. — (B @ o FTLAN 25 (i [E 5

Consequently, no geographical segment asset analysis BEEZDW -

is presented.
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REPORT Interest on bank borrowings wholly
e repayable within five years

- Finance leases charges

Less: Interest capitalised in
construction in progress

Profit before taxation has been arrived

at after charging (crediting):

Directors’ emoluments (note 17)

Contributions to retirement benefit
schemes of other staff

Other staff costs

Total staff costs
Less: Staff costs capitalised in
development expenditure
Staff costs capitalised in
construction in progress

NGAI LIK INDUSTRIAL HOLDINGS LIMITED

ARDERNTHEEREZ
RITEEZNE
BMEHOZER

B ERIREZERNE
&

BEAENENR GIA)
TolEE -

EEMe (MaE11)
HE T ZEKEF
ETEIH K

Hth B8 TRA

BINABE

o BT AE AL
RERAX
BIRAEAR
RERTRE

2006
—EERE

=<

HK$’000
TERT

(28,248)

(24)

(28,272)

1,365

(26,907)

2006
ZEEAE
HK$°000
TR

7,339

5,142
394,858

407,339

(16,234)

(1,578)

389,527

2005
—EERF
HK$’000
FET

(6,538)

(163)

(6,701)

1,833

(4,868)

2005
—Z2TRE
HK$’'000
FAET

7,252

4,555
401,065

412,872

(14,661)

(2,108)

396,103



Amortisation of intangible assets,

included in cost of sales
Amortisation of land use rights

Depreciation of property, plant
and equipment:
- Owned assets

- Assets held under finance leases

Auditors’ remuneration

Cost of inventories recognised as expense

Exchange loss (gain), net

Gain on disposal of an investment property
(Gain) loss on disposal of property, plant

and equipment

Gain on disposal of land use rights

Gain on disposal of subsidiaries

Loss on disposal of available-for-sale

financial assets

Operating lease rentals in respect of

building premises

Rental income, net of direct expenses
HK$3,617,000 (2005: HK$1,654,000)

Interest income on:
- bank balances and deposits

- long-term bank deposit (imputed

interest income)

Reversal of revaluation deficit of investment
properties previously recognised
Unrealised gain arising on changes in
fair value of investments in securities
Share of taxation of associates (included in

share of results of associates)

BYBECHEH  JIF
#HE R
it Rz

nE - BERREZ

eE:

-BEEE

- REBEROBAZEE

1% h B
BERRAX 2 FERA
ERER (kE) R
HWEREME 2 W
HENE BEREREZ
(Wezt) B8

HE LRz RE
HEMNB AR W
HEAHRLESREE
ZE#E
BFZE2HH

iiken

HEWA - MR EEEH3,617,0008 T
(ZZETRE 1,654,000 7T)

MBWA

- ROIBFEREX

- RERTER (B2
MEWA)

FRRRIEKENEER
BT
ERRERVEEESHES
ZARER W

B2 RARE (FIERE

BENTEE)

2006
—BEAF
HK$’000
TER

19,639
1,467

81,169
1,293

82,462

1,002
2,686,729
5,487

(57)
(2,044)
(1,118)

166

4,203

(3,557)

(3,779)

(950)

(4,729)

476

2005

—EThF

HK$'000

THERT
ANNUAL

REPORT

15,454 2006
1,491 £ 3R

68,555
3,161

71,716

1,205

3,201,862
(469)
(2,108)

3,114

7,192

(4,528)

(2,179)

(2,179)

(2,750)

(2,924)
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2006 2005

—ETRE ZETAHF
HK$°000 HK$'000
TET FHT
The charge comprises: BIEZ a4
Current taxation AEERHIRE
Hong Kong BB
- Provided for the year - FEEE - (4,729)
— Over(under) provision in prior years — —BEFEBHEEE (BETR) 394 (728)
394 (5,457)
Deferred taxation (charge) credit ELERE (X)) #e
(note 29) (Kt7£29) (11,498) 900
Taxation charge for the year FEMBIH (11,104) (4,557)
(@) Hong Kong Profits Tax is calculated at 17.5% (2005:  (a) BEFIEGH HREANFE G5 ERBOEF

17.5%) of the estimated assessable profit for the year.

Taxation for other jurisdictions is calculated at the rates
prevailing in the respective jurisdictions.

The Group is currently appealing against assessment
raised by the Hong Kong Inland Revenue Department
(the “IRD”) regarding the taxability of profits of certain
subsidiaries for the years of assessment 1991/92 to
1995/96 (“Tax Appeal”). The IRD has determined that
some profits of the Group in those periods should be
Hong Kong sourced and subject to 50% of Hong Kong
Profit Tax. The Tax Appeal has not yet been concluded
at the balance sheet date.

NGAI LIK INDUSTRIAL HOLDINGS LIMITED
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(c)

(Continued)

For the years of assessment of 1996/97 to 2004/05,
the IRD has issued notices of assessment to the Group
regarding the taxability of profits of certain subsidiaries
under the Tax Appeal. The Group has also lodged

objections against these assessments (“Objections”).

Included in the taxation recoverable, an aggregate
amount of HK$47,162,000 (2005: HK$37,089,000) has
been paid to the IRD in relation to the Tax Appeal and
the Objections.

Pending the outcome of the Tax Appeal and the
Objections, the Group has made provision for the
potential tax liabilities in its consolidated balance sheet
as at 31 March 2006 in accordance with the IRD’s
determination. Based on the legal counsel’s advice,
the directors of the Company considered that there
was no material underprovision of tax liabilities as at
31 March 2006.

Details of the Group’s deferred taxation are set out in note

29.

) (&

R—ANARE NEFE_TTNF
SERERBEE - BBERAARH
LFHRBETETHEARRBREHMHR
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AR EFHIEE S - 8%47,162,000
B (ZZEZRHF : 37,089,000/ 7T)
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The taxation charge for the year can be reconciled to the REE 2T HERERE K
profit before taxation per the consolidated income statement Mz EERWT
as follows:
2006
—EERF
HK$’000
FERT

Profit before taxation B B A s 24,242
Tax charge at domestic BRAMFSEH T E17.5%

income tax rate of 17.5% ZEZTRF - 17.5%)

(2005: 17.5%) SEZHIAX W (4,242)
Tax effect of share of results of DIEMERREEZ

associates MR E 381
Tax effect of expenses not TAIHBASYZ

deductible for tax purpose %5 & (6,312)
Tax effect of income not taxable BARMBAZ

for tax purpose %52 9,345
Over(under) provision in prior years REEBERE (BETR) 394
Recognition of tax losses previously BWRARFEERERZ

not recognised TRIEE 18 2,385
Tax effect of tax losses not RERTIAEE 2

recognised MG E (7,691)
Utilisation of tax losses previously A LRIARER

not recognised TRIEE 18 1,727
Income tax at concessionary rate REEREGECMER (2,665)
Effect of different tax rates of REMBEERZEEZ

subsidiaries operating in N EPNCISREN R

other jurisdictions EXZBBRE (4,535)
Others H it 109
Taxation charge for the year FRFBIAZ H (11,104)

NGAI LIK INDUSTRIAL HOLDINGS LIMITED
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2005
—ZFFALF
HK$’'000
TET
(Restated)
(E5)

64,785

(11,337)

225

(7,757)

10,726
(728)

1,986

(2,088)

1,458

878

1,962
118

(4,557)



11. DIRECTORS’ EMOLUMENTS 1. E5M =
Details of the emoluments paid or payable to the directors ENENARAREE ZHSFFIBRN
of the Company were as follows: T 8
Year ended 31 March 2006 BE-ZZEAF=-AZ+-HLFE 83
Mr. Dr Mr. Mr. Mr. ANNUAL
Dr. Ms. s M. Yeung Hari LamPing ~ NgChi  Tam Yuk Mr. REPORT
LamMan  Tinglai Tinglai HuiKing  Cheuk Naroomal ~ Cheung,  Yeung, Sang,  Ho Lok P
Chan Ling Wah Chun Kwong  Harilela ~ Andrew  Simon ~ Sammy  Cheong Total
Hari F 8w
Naroomal
Harilela
WURBL TERRT TEERt FER%E Befit Bt KWS%L REEEL BMirt ARE%E 48
HKS'000  HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS000 HKS'000  HKS'000  HKS'000  HK$'000
Tén T TEn  TEn  TEr  TEmn  TEn  TEn  TEn  TEr  TER
Fees g 780 - - - 390 8 80 80 80 § 1T
Other emoluments Ep#e
Basic salaries and alowance BRESREH 1800 1,300 %0 m 110 - - - - - 50
Contrbutions to retrement BBz
bengfit schemes i 12 12 12 12 12 - - - - - 60
Total emoluments Heus 2002 1312 Y % 1512 80 80 8 80 g 739
Year ended 31 March 2005 BHE-_ZTRAF=F=+—HBItFE
Mr. Dr Mr. Mr. Mr.
Dr Ms. Ms. M. Yeung Hari LamPng ~ NgChi  Tam Yuk Mr.
lamMan  Tinglai  Tinglal HuiKing ~ Cheuk Naroomal  Cheung,  Yeung, Sang,  Holok
Chan Ling Wah Chun Kwong  Harlela ~ Andrew  Simon  Sammy  Cheong Total

HXast TERRL TEELL

Hari
Naroomal
Harlela

TEERE REREE B AWEEY REBRE BMint PRARE  £E

HKS000  HKS000  HK§'000  HKS000 HKS'000  HKS'000 HK$'000  HKS000  HKS'000  HK$'000  HKS'000

Thr TEr TEr TEr TEr TEr  TEr  TEr  TEnr  TEr  TEn

Fees ok 780 - - - 390 80 80 80 80 - 1,490

Other emoluments EfpMe

Basic salares and allowance ERESREM 1300 1,30 90 o 110 = = - - - 52
Contrbutions to refirement RIRHEE

benefit schemes = 12 12 12 12 12 - - - - - 60

Total emoluments HeLg 2,092 1,312 972 984 1,572 80 80 80 80 - 7,252

BATXEEERAH



Of the five individuals with the highest emoluments in the
Group, four (2005: five) were directors of the Company
whose emoluments are included in the disclosures in note
11 above. The emoluments of the remaining individual (2005:

none) were as follows:

EAREIURSHFMALZS 0%
(ZFZ0F : AR) RARAESE - KF
ZHEIA EXHF N ZHWEER - 88T
AT (ZZZTHF - EB) M0 T :

ANNUAL

REPORT 2006 2005
2006 ZEETRF —ETRF
£ 5 HK$°000 HK$’000
TERT T T
Basic salaries and allowance EREE N2 1,232 =
2006 2005
—EERE —EERF
HK$°000 HK$’000
TERT T T

Interim dividend of HK1.5 cents B R R HA AR B AR 1.5l
(2005: HK3.5 cents) per share (ZZZHF : 3.5%1) 11,895 27,756

Final dividend of zero cent BRERBRESRTHENL
(2005: HK1.0 cent) per share ZETHF - 1.08M) - 7,930
11,895 35,686

During the year, the Group paid total dividends amounting
to HK$19,825,000 (2005: HK$95,162,000) being the interim
dividend declared during the year and the final dividend

declared in the prior year.

NGAI LIK INDUSTRIAL HOLDINGS LIMITED

FAN - AEBEZ RS BEE19,825,000
BIL(ZZEZTRHF ¢ 95,162,000/5 L) + A
FRAERZFHRERAI—FEETIR K
HRR B °



The calculation of the basic and diluted earnings per share BREARE TR TIETINEIETE
is based on the following data:

2006 2005
—EERE —ETRF
HK$’000 HK$’000 ANNUAL
TERT FHT REPORT
2006
Profit for the year attributable to RARERFEE AEIG F ®
equity holders of the Company and FRBEMREETE
earnings for the purposes of BRERNKEE
basic and diluted earnings per share & Ff| 2z & 13,138 60,228
Number of ordinary shares
ZBREAE
2006 2005
—EERF —ZTERF
Number of ordinary shares for the SEBRELRAFT
purposes of basic earnings ZEREEE
per share 793,016,684 793,016,684
Effect of dilutive potential BEEBEEARZTE
ordinary shares — Share options — BB R - 2,863,097
Number of ordinary shares for the ETREBEAF
purposes of diluted earnings 2 EBREE
per share 793,016,684 795,879,781
There are no dilutive effect on the share options as the HRARREREZITHEERAQ ARG
exercise price of the Company’s options was higher than RZBEZERNF2EMEAR  ALEE
the average market price of the Company’s shares for 2006. ETEEEZE -
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The following table summarise the impact on the earnings TEBOIEFTHRREDHERBT 2%
per share as a result of changes in accounting policies: 2.

(Loss) earnings per share before
adjustments
Adjustments arising from changes

in accounting policies (note 2)

Earnings per share after adjustments

FAIR VALUE
At 1 April 2004
Currency realignment
Transfer from property, plant
and equipment
Disposals
Gain on revaluation
— reversal of revaluation deficit
previously recognised in
consolidated income
statement

At 31 March 2005

Additions

Transfer from property, plant
and equipment

Increase in fair value

At 31 March 2006

NGAI LIK INDUSTRIAL HOLDINGS LIMITED

2006
—EEAF
HK cents
Al
HER 2 BR (BE)
&M (0.8)
ReiBREHESL
ZHE (ffi72) 2.5
BERZSRAF 17
AF{E
RZEZTWFEMPA—H
E R
HEADE BER
Bdi
HE
ERRl g
—RAIRNGEa KRR
R 2 B b E AL
B[

RZETRF=A=+—H
A=

EREEME  BE

B

NP

R-ZZEERF=A=1+—8H

2005
—EERF
HK cents
AL

7.6

7.6

Total
At
HK$'000
THT

53,581
486

5,421
(1,950)

2,750

60,288
34

92,894
33,142

186,358



Situated in Hong Kong N
Situated outside Hong Kong iz A & A PASI L (R

The fair values of the Group’s investment properties at 31
March 2006 have been arrived at on the basis of a valuation
carried out on that date by B.l. Appraisals Limited, a firm
of independent qualified professional valuers not connected
with the Group. B.l. Appraisals Limited has appropriate
qualifications and recent experiences in the valuation of
similar properties in the relevant locations. The valuation,
which conforms to International Valuation Standards on
Properties, was arrived at by, adopting investment approach,
taking into account the current rent passing and the

reversionary income potential of the tenancy.

The investment properties situated in Hong Kong were held
under medium-term leases and leased out under operating

leases.

The investment properties situated outside Hong Kong
represent interests in industrial plants in the PRC, which
are under medium-term leases. Pursuant to the aforesaid
operating leases, the aggregate of the minimum lease
payments and the management fee amounts to RMB3.8
million per annum, subject to adjustments.

2006 2005

—EERE —ZETHF
HK$’000 HK$’'000
FET FE T
5,300 5,300
181,058 54,988
186,358 60,288

AEBZREMENR_TERNF=A="
—HZAVEER—RERAKEIL ERE
2B A ERBEEAEMITHRABEERG
BRARZEENE - RABRFEER
RABEREERIIME AR 2 E
PmEREZER - FRGBE(FABEK
WMEGEER) DERAKERAREER
AT 2 A2 KF BB 2T RBRAE S &5

s

ﬁ o

AEBUREBEZREME AR HELQ
BAE UK ERHGTALHE -

MR BB AIMBR 2 & E Y ¥ fs— BN
B THEHE 2 EERZ 2T
REAERAEA - BE LML EHEL
EEHSREBEBETFAFTEARE
3,800,000 (A ¥ #H%&) -
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For the year ended 31 March 2006
HE-—STAF=A=+—RHLFE

88
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16. PROPERTY, PLANT AND EQUIPMENT

16. ¥1% - BERRE

Leasehold
Megium-term improvements,
Medium-term leasehold office
leasehold buildings Construction Plant equipment,
buildings in outside in Motor and furniture,
Hong Kong Hong Kong progress vehicles machinery and fixtures Moulds Total
g
fingd DEEg
fingkz HAEL KER  H#2Eak:
nEEERT  PHEGET BEIE nE 2 ilRsE E& it
HKS 000 HKS 000 HK$'000 HKS 000 HKS 000 HK$'000 HKS 000 HKS 000
Tin Tin Tin Tin Tin Tin Tin Tin
008T kg
At 1 Aprl 2004 festated) ZEEMERA-R (HE5)) 14783 335,098 117457 R4 430,534 139,984 236,432 1,307,702
Currency realignment TS = 580 3 9 4] i 14 835
Addtons #E - - 64,137 7313 179,700 49,398 27,384 30793
Trnsferto ivestment propertes BB ZRENZ - 109847 (116,260) - - 6 - (.421)
Disposals il = - - (1,268) (5,373) 2181) (3,786) (12,608)
At 31 March 2005 (restated) ZEERE-A-1-R (E)) i 445,525 6,365 30,468 604,904 187,222 20173 1618440
Addtons A2 - 10 8587 232 40,062 20,440 30,561 124,949
Transfer to investment propertes ~ EEZRENZ - (04,136) - - - - - (04,136)
Increase n faf value upon ERERENRL
transfer to investment poperis A FEEN - 17897 - - - - - 17897
Transfers g 5,30 56,567 (61,656) - 3,672 29%) - -
Disposels e (383) - - (1) (2317) (1,144) (4370) (11.913)
At 31 March 2006 i L o 16,29 125800 3,24 41,543 646,321 203586 268,364 1,685,177
DEPRECIATION i
At 1 Aprl 2004 restated) “TEMEMA-A (257 381 2904 17540 160,865 79719 162,113 150731
Curtency reagnment TS - - - 3 2 5 79 8
Provided for the year FERE 44 7,609 - 3810 3774 11544 14,53 71716
Eiminated on disposals ik} - - - (1,268) .73) (346) (t,121) (3,008)
At 31 March 2006 (restated) “ERREZA=T-A (HE)) §74 3,818 20,094 192,368 90,92 175,607 519528
Provided for the year FERE 421 %1 - 4,089 30,626 10,739 15913 82,462
Transfer o investment propertes ~ EBZRENZ - (1,24) - - - - - (1.249)
Eiminated on disposals fiEHH 1) - 247) (488} o43) (3,500) (6,058}
At 31 March 2006 “3EE2F=1-1 7,067 43,502 23,886 231,506 100718 188011 504,69
CARRYING VALUES iE
At 31 March 2006 i LA o 9281 382318 3,246 17,67 414815 102,867 100353 1,060,487
At 31 March 2005 [rstated) CDERESAST-A (HER) 11099 408712 6,365 19,374 4125% 9,300 84,566 1,098,912

NGAI LIK INDUSTRIAL HOLDINGS LIMITED




Included in the carrying values of property, plant and
equipment of the Group at 31 March 2006 is an amount of
HK$117,000 (2005: HK$25,664,000) in respect of plant and
machinery held under finance leases.

Included in construction in progress is net interest
capitalised of approximately HK$3,790,000 (2005:
HK$2,425,000).

The fair values of the properties transferred to investment
properties at the date of transfer have been arrived at on
the basis of a valuation carried out on that date by B.I.
Appraisals Limited, a firm of independent qualified
professional valuers not connected with the Group. B.I.
Appraisals Limited has appropriate qualifications and recent
experiences in the valuation of similar properties in the
relevant locations. The valuation, which conforms to
International Valuation Standards on Properties was arrived
at by, adopting investment approach, taking into account
the current rent passing and the reversionary income

potential of the tenancy.

The land use rights of the Group are held under medium-
term lease in the PRC and amortised over the term of the
lease of 50 years.

Analysed for reporting purposes as: HBEB NN
Non-current assets ERBEE
Current assets MENE E

253

AZEERF=ZA=1+—8 AEEZY
£ BEASEZEEER %ﬁt@g‘aﬁ%ﬂﬂa
BHEMER%EEEL117,0008 T (=

T HF : 25,664,000 L) ZBE &1%%

og

A5 °

ANNUAL

ERIRAEEALZAEFEN REFORT
3,790,000/ 7T (ZZE R : 2,425,000 2006
£ 5

AT °

RERAPEREREMEIVERTFE
ER-REAKEYTEMECHLAER
BEHEMTRAEERFGEERARANZ
BATETHERTE - RABRFHEERA
ABEEAEERKIHMEE MR 2B
WEBE KR AEGHE(FAERY
XEEEN) DEERF2EE KT RE
MeBRBANBENEFTE -

A B 7 o A B R 405
BRI 4 4 HS06 B 8 -

2006 2005
—®BAE  -TTHF
HK$’000 HK$’000
Fi# TR
65,323 68,705
1,450 1,491
66,773 70,196
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2006
ZEEXRE
HK$°000
FTHET
ANNUAL
SERORT Unlisted investment, at cost FLEMRE - BRAE 13,380
5006 Share of post acquisition profits, e EER SR - 0k
= 5 net of dividends received B E 6,727
20,107
Details of the Group’s associates at 31 March 2006 are as RZTEERE=ZA=1—
follows: NAEZFBIMT
Percentage of
Nominal value nominal value
of issued of issued share
Place of Place of ordinary capital held
Name of associate incorporation  operation share capital by the Group
BT rEEREERT
LN FMELeE  EEME EERRAEE RAEEZBEA
Metro Capital Securities Hong Kong Hong Kong HK$24,000,000 50%
Limited B BE 24,000,0007% 7T
XREFBRAA
Sun Bright Investments Samoa PRC US$1,000,000 30%
Limited EED i 1,000,000% 7T
BRREERAT

NGAI LIK INDUSTRIAL HOLDINGS LIMITED

2005
—EERF
HK$’000
FET
13,380

5,088

18,468

m
Bt
A
i)
S

Principal activity

Securities brokerage

services

EARLRE

Manufacture of and
trading in paints

REREEMZ



The summarised financial information in respect of the

Group’s associates is set out below:

Total assets

Total liabilities

Net assets

Group’s share of net assets
of associates

Turnover

Profit for the year

Group’s share of results of

associates for the year

mt

@ E
=8

m
=
it
SN
cRE

BEFE

AEEEEBRERR
BEEFE

AEEEEBRERR
FEEE

ZN
—F .

1] B

po
&

REZBEM B ENED 0

2006
—EEAF
HK$’000
TR

98,947
(55,956)

42,991

20,107

26,192

4,337

2,179

2005
—ZTERF
HK$’000
FH& T

57,076
(17,317)

39,759

18,468

17,587

2,281

1,290
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Development
expenditure

BRAX
HK$’'000
FHET
ANNUAL
5006 At 1 April 2004 R-_ZEMFMA—H 47,051
AnA
= 5 Additions b2 pll 20,347
At 31 March 2005 RZEERF=ZA=+—H 67,398
Additions 340 22,900
At 31 March 2006 RZZEEAF=A=+—H 90,298
AMORTISATION AND IMPAIRMENT B RORE
At 1 April 2004 RZZEZTWEFEWEA—H 20,179
Charge for the year FEXH 15,454
At 31 March 2005 RZZERFE=A=+—H 35,633
Charge for the year FEIH 19,639
Impairment IR 7,359
At 31 March 2006 RZZEERF=A=+—H 62,631
CARRYING VALUES IREE
At 31 March 2006 RZEZERF=H=+—H 27,667
At 31 March 2005 R-ZZEERFE=A=+—H 31,765
During the year, the Group performed an impairment review FR - AEERBEEBERRARBESRE
on its development expenditure based on its budget and b5t & B % R (B B 187,359,000/ 7T
estimation of future cash flows and identified impairment HEERFATETREND - FAER
loss of HK$7,359,000. The impairment loss recognised BEBBEDEAKIEAESEE TEMB
during the year was a result of the discontinuation of certain B o

product lines of the Group.

NGAI LIK INDUSTRIAL HOLDINGS LIMITED



The balance represents US dollars denominated high-yield
deposit placed with a financial institution for a tenor up to
year 2007. The deposit carries a level of risk where interest
to be earned from the deposit could be zero if the London
Inter-Bank Offered Rate rises beyond certain specified
ranges.

The fair value of the Group’s long-term bank deposit as at
31 March 2006 is estimated at HK$22,207,000 which was
determined based on present value of the estimated cash
flows discounted using the effective interest rate of 4.4%.

Available-for-sale financial assets as at 31 March 2006
represents:

ERETRRMBRE ETEEE AT
N EENRE-TTHE - ARERAE
E— kT2 AR - ERRBRTRERE
EAZRBEFRERE - AFRAND
ZRETEAT

REBZRARTERIRZZEZENF=A
=+—HzAFEME £22,207,000%
T DiIREBERF R4 4%R 2 HEtEE
REREE -

RZBEZERE=ZA=+—RHAZO#HEES
B & E IR ¢

2006
—EERE
HK$’000
FEx
Equity securities listed in Hong Kong, REBLEMZBAES -
at fair value BAYE 16,922
The fair value of these securities is based on quoted market REBHFIATFEDBRBER-_ZTNF=
price as at 31 March 20086. A=+—BzmEHREFTE
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For the year ended 31 March 2006
HE_TTAF=A=+—HLLEE

22. INVESTMENTS IN SECURITIES
Investments in securities as at 31 March 2005 are set out
below. Upon the adoption of HKAS 39 on 1 April 2005, the
investments in securities were reclassified to available-for-

22. &

LE=ZA=1T—HZRBHFKREH
T - R-_ETRFMOA-RRAER
SETEREIRE  BHREEHFOER

94 sale financial assets (see note 2 for details). HEEcREE (BRAFBERMFE2) -
ANNUAL
2005
REPORT —ETRF
2006 HK$’000
& 3§ FHET
Equity securities: N
Listed in Hong Kong, at market value REB LT @ &ME 13,152
Unlisted outside Hong Kong, at fair value REBUIINEET - BATFE 2,581
15,733
23. INVENTORIES 23. &
2006 2005
—TERF —TERF
HK$’000 HK$’000
FET FET
Raw materials =& 271,803 248,424
Work in progress £ 2 i 45,897 38,527
Finished goods UK Gh 127,767 131,639
445,467 418,590
24. TRADE AND OTHER RECEIVABLES AND 24, ESREMEWRKRIT R BN RE
PREPAYMENTS
2006 2005
—EERE —ETHF
HK$’000 HK$’000
TR FET
Trade receivables B 5 e R K 144,726 105,477
Other receivables and prepayments H & WAR 3k R TB AN 08 21,710 23,512
166,436 128,989

NGAI LIK INDUSTRIAL HOLDINGS LIMITED




Customers are generally granted credit terms of letter of
credit at sight or open accounts from 7 days to 30 days.
Longer credit periods are granted to several customers
which have long business relationship with the Group and

strong financial position.

The following is an aged analysis of trade receivables at
the balance sheet date:

Current — 30 days IHE—30H
31 - 60 days 31—60H
61 - 90 days 61—90H
Over 90 days 90H M E

The fair values of the Group’s trade and other receivables
at 31 March 2006 approximate their carrying amounts.

The Group’s trade receivables that are denominated in
currencies other than the functional currencies of the

relevant group entities are set out below:

|

£
B
[1]

Jn Jo

As at 31 March 2006
As at 31 March 2005

|l
OF A
A A

||

BEP—BRUAMEBEXERRP R AETR
5 RERHEARIKE7HE30R
ERMR - B BAKRERZY RPXKH
BRY BB RR I EFEAREE T

N \ . ANNUAL
BRZMEERY -
REPORT
REER - BHEKEIRERD D 2006
—F 2 F R
2006 2005
—EETRE —ETREF
HK$’000 HK$’000
T T T
142,367 102,511
1,888 2,966
404 =
67 -
144,726 105,477
AEDIEHREMEREZR ST
E- A=+ A AFEOBESRERT
&

B R 2 30 B S MDA S 2 R
B2 AREESERERRIINT

Renminbi US dollars

N EY

HK$’'000 HK$’000

THTT FET

H 31 142,715
H 25 101,822

ROATXEEERAA



For the year ended 31 March 2006

HE_TZZREF=ZA=1T—RHILEFE
25. BANK BALANCES AND CASH 25. RITEFRRS
Bank balances and cash comprise short-term bank deposits RITEFRAEEREINABR=MA
with maturity of three months or less and cash held by the IR T2 EBRTERERAEERFE2H
Group. The short-term bank deposits carry interest at © o MERITFRIZ B RIS A EFT 8 o
96 prevailing market rates. The fair value of the Group’s bank AEBRTEFIRENR _FETREF=A
balances and cash at 31 March 2006 approximate their —+—HAZAFEHNREANEER@E -
ANNUAL
carrying amounts.
REPORT
2006 26. TRADE AND OTHER PAYABLES 26. BS R EMENER
F®
2006 2005
—EERE —EERF
HK$’000 HK$’000
FET FHT
Trade payables Z S EMRR 225,174 267,108
Bill payables eI R 15 5,927 -
231,101 267,108
Other payables H A & 1<t BR 3K 132,546 144,760
Amount due to an associate JE £~ Bsg & X &) 5K I8 - 1,340
363,647 413,208
The following is an aged analysis of trade and bill REEH  BHRNERRARENEERIZE
payables at the balance sheet date: BOMMT
2006 2005
—EERE —TTRF
HK$’000 HK$’000
FERT FiBT
Current — 30 days I B —30H 214,155 220,304
31 - 60 days 31—60H 10,946 20,477
61 — 90 days 61—90H 1,773 21,704
Over 90 days 90H M £ 4,227 4,623
231,101 267,108

NGAI LIK INDUSTRIAL HOLDINGS LIMITED



The Group’s trade payables that are

currencies other than the functional currencies of the

relevant group entities are set out below:

As at 31 March 2006
As at 31 March 2005

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

at 31 March 2006 approximate their carrying amounts.

Carrying amount repayable:

Within one year

More than one year, but not
exceeding two years

More than two years, but not
exceeding three years

More than three years, but not
exceeding four years

More than four years, but not
exceeding five years

Less: Amounts due within one year
and shown under current
liabilities

Amounts due after one year

ok 15

NEBSBERZMEER AN 2B
BEZAREBZRMNBRREINMOT

denominated in

Renminbi US dollars
_ ANNUAL
AR Ep
HK$'000 HK$’000 REPORT
T FHT 2000
F 3]
R-ZZBEEARE=ZHA=1+—H 19,592 66,366
R—_EERF=ZA=1+—H 30,861 96,866
REBZEGREMBEMEFINR-_ZTZT N
FZA=+t—HZAFEHNBRENEERR
g o
2006 2005
—EERE —EERF
HK$’000 HK$’000
FET FETT
fE(EE R B
—F R 384,076 170,440
—FHERER
160,737 140,654
MEBEBE=FER
131,296 127,654
=ERBENER
23,333 102,212
MEFBRER
2,500 =
701,942 540,960
W R —FEREEZRE
WHIERBEE
(384,076) (170,440)
R—FREEZRE 317,866 370,520

ROATXEEERAA



The bank borrowings carry interest ranging from Hong Kong
Inter-bank Offered Rate plus 0.55% to 1.0% (2005: 0.55%
to 0.7%).

The Group’s borrowings that are denominated in currencies

ANNUAL i )
other than the functional currencies of the relevant group
REPORT "
entities are set out below:
2006
F ®

As at 31 March 2006 RZBERE=ZA
As at 31 March 2005 RZEZERF=HA

The fair values of the Group’s borrowings estimated by
discounting their future cash flows at the prevailing market
borrowing rates at the balance sheet date approximate their
carrying amounts.

NGAI LIK INDUSTRIAL HOLDINGS LIMITED

BITIEERBBEITHRERSIMN055%E
10%(ZZZTRHE : 0.55%%0.7%) T &
*‘J /%\ °

NEREBERZMEERE AN 2 EER
B AKEEEHIWT

Japanese Yen US dollars
=i EJH
HK$’000 HK$’000
FAET FAT
B=+—H 881 129,365
=+—H - 39,636
AEBZEERLEERZATE  KER
ZTIGEEMEERRRBSTEMHFTLH

*ﬁ—r \ /\EEE@



Present value

Minimum of minimum
lease payments lease payments
BNRERSE BR&EHAERE
2006 2005 2006 2005 ANNUAL
“EERE ZTITHE ZTEXREFE ZTIThF REPORT
HK$°000 HK$’000 HK$°000 HK$’000 2006
TER FHL TEx FHT = i
The maturity of the obligations BERNHAE
under finance leases is as ZERBBRMAT
follows:
Within one year —ER 31 3,165 31 3,141
Due after one year but —FREMER
within two years - 34 - 34
31 3,199 31 3,175
Less: Future finance charges B RRBEE R - (24) - =
Present value of lease MAEEHRE
obligations 31 3,175 31 3,175
Less: Amounts due within one W AR —FERER
year shown under HIE - WHE
current liabilities RBAEE (31) (3,141)
Amounts due after one year ER—FHREBZIE - 34
The fair values of the Group’s finance lease obligations, AEBECvREHEREREERZAYF
determined based on the present value of the estimated B RERZTSHEMRAEGRRAS
future cash flows discounted using the prevailing market mEREABENESNAERE -

rates at the balance sheet date, approximate their carrying
amounts.

ROATXEEERAA



The following are the major deferred taxation liabilities

(assets) recognised and movements thereon:

ANNUAL
REPORT
2006
F 1§

At 1 April 2004

Charge (credit) to
consolidated
income statement

for the year

At 31 March 2005

Charge to equity for
the year

Charge (credit) to
consolidated
income statement
for the year

At 31 March 2006

Accelerated
tax
depreciation
MERERE
HK$'000
THT
RZZEMEMA—A 26,925
EREGAKRER
e (GrA)
4,159
A-ETRE=A=+—H 31,084
FRERAER
ne -
FREGE KRR
ne (GrA)
2,346
RZZEZ E=RA=1T—H 33,430

Intangible
assets

B EE
HK$'000

TR

2,351

274

2,625

433

3,068

At the balance sheet date, the Group had unused tax losses
of HK$57,017,000 (2005: HK$43,484,000) available for
offset against future profits. Deferred taxation assets have
been recognised in respect of HK$24,976,000 (2005:
HK$11,348,000) of such tax losses. No deferred taxation
assets have been recognised in relation to the remaining
HK$32,041,000 (2005: HK$32,136,000) due to the
unpredictability of future profit streams.

NGAI LIK INDUSTRIAL HOLDINGS LIMITED

ATRERAZIEREEHRERE (BE)

RHED
Revaluation
of Tax
properties losses Others Total
NEER  HREFE Hith B
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
- - 2,326 31,602
- (1,986) (3,347) (900)
- (1,986) (1,021) 30,702
5,910 - - 5,910
10,913 (2,385) 191 11,498
16,823 (4,371) (830) 48,110

REER  AEBERANBEESE
57,017,000 T (Z T T A1 &

43,484,000/ 7T) - Al EH AR AR A o
ELEBHBEEERNZEHEESE
24,976,000 T (Z T T 1 &

11,348,000 70) M T LARESR - A B 1&
w8 R TEET - BLER T 32,041,000/
T (ZZEZTARF ¢ 32,136,000/8 7T) 2 Fi 18

BRME - WEREER

RELERAERE



Ordinary shares of HK$0.10 each
Authorised:
Balance as at 1 April 2004,

31 March 2005
and 31 March 2006

Issued and fully paid:

Balance as at 1 April 2004,
31 March 2005
and 31 March 2006

BREE10E T &AM

3

P21

E ¢

|1
A
A

=
_FH-

A
A

=
=y

A
A

pis
T

(U =]
Jn 30 Jm

1,200,000,000

ANNUAL
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120,000

793,016,684

79,302
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Pursuant to the share option scheme (the “Scheme”)
adopted on 23 August 2002 by the Company, the Company
may grant options to inter alia, directors and employees of
the Company or its subsidiaries, for the purpose of providing
incentives, to subscribe for shares in the Company, subject
to a maximum of 10% of the issued share capital of the
Company from time to time and the maximum number of
shares in respect of which options may be granted to any
one employee shall not be more than 30% of the maximum
number of shares in respect of options may be granted
under the Scheme. Options granted are exercisable at any
time for a period of ten years from the date of grant. The
subscription price of the option shares shall not be less
than the higher of (i) the closing price of the shares on the
Stock Exchange on the date of grant; (i) the average closing
price on the Stock Exchange for the five trading days
immediately preceding the date of grant; or (iii) the nominal
value of a share. Options granted must be taken up within
28 days of the date of grant and a nominal consideration
of HK$1 is payable on each grant of option.

By the adoption of the transitional provisions of HKFRS 2,
the financial impact of share options granted is not recorded
in the Group’s consolidated balance sheet until such time
as the options are exercised, and no charge is recognised
in the consolidated income statement in respect of the value
of options in the year. Upon the exercise of the share
options, the resulting shares issued are recorded by the
Company as additional share capital at the nominal value
of the shares and the excess of the exercise price per
share over the nominal value of the share is recorded by
the Company as share premium. Options which lapse or
are cancelled prior to their exercise date are deleted from

the register of outstanding options.

NGAI LIK INDUSTRIAL HOLDINGS LIMITED

BEARNDR-_ZEZE-_FNA-_+=HFF
Rz BikrEsr 8l ([5r21)) - AARIA A
(EHRBE) RARREMBRARICESR
EERLBREFELAZD  BUEREATR
BARARND  RZA/ARARTREE
TIRAZ10% - i Ef— & & 8 Al se
ZEREMPR2BROHEERETEER
BEZTE MR HERER Y KRGO &S
2 H230% I 2 ElRET B LA
HRRE 5T+ F ARl T UATT(E © 17888
RER BN BBETESLIRUTZRS
()RR E B BRI m
B (RN EEREBHAIRERSA
TEHE R B 2 FRUTE  Sk(ii) IR E (& o
FTi 2 AR AR B B BB ET28H A
B WAREMNERERSL SO BRE
TRHIBTEERE -

BERRNBEM B REENF2R 2 BR
3 PR BRI 2 M55 BN B R
BITER  TeXBEARBZGEEE
BER MUEBRAFERBREZEE
EHEARERERL - RBREETE
B ARRE KRN ET 2RO RN
ERERBEINEA - M ERTEEER
B mEE B AMEE - R1TER
BRI RR R H BRESERARITER
P 4 2 o2 it 70 M BR RO 8%



Outstanding share options which was granted under the

Scheme as at 31 March 2006 are as follows:

Participants Date of grant

2EE BB H

Mr. Yeung Cheuk 10 July 2003
Kwong

BEXEE “ZT=£+ATH

Employees and 10 July 2003

other participant
EEREMSEE “ZT=FtATH

No options were granted, exercised, cancelled or lapsed in
both years. All share options outstanding as at 31 March
2006 were cancelled subsequent to the balance sheet date.

REFICRLZARTRBRER-F

ERFZA=T—HZEHHEBWET

Exercise

price

Exercisable period per share

TEHR BROTEE

HK$% T

2 August 2003 to 2.475
28 February 2008
“ZT=FE)\AZHZE

“ZEN\E-_A=-TNAR
2 August 2003 to 2.475

28 February 2008
—EZ=F\AZHZE
“EENFZA=+TNR

Outstanding at
1 April 2004,
31 March 2005
and 31 March 2006
RZZENF
A-B-
“Z2R%F
ZA=+-BK
ZEBRE
=A=t-H

e R AT

4,700,000

22,000,000

26,700,000

FAREFABBRERRL - 176 - &
HERE - R_TERF=ZA=1t—HH
ATEZFAEBRECRGEEBREH
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During the year, the Group disposed of its entire interest in
certain insignificant subsidiaries. The net assets of the
subsidiaries at the date of disposal were as follows:

FRAKBHEARETHREEERRE
SZMBARz 28RS - RNHERHZ
MEABFEENT

HK$’000
FET
Net assets disposed of: T & FEE :

Bank balances and cash RTHEFRES 100
Trade and other payables B 5 & E AT BR (100)
Reserves released B D % (1,108)
Gain on disposal of subsidiaries HEMB AR 2 W 1,118
Total consideration REBHE 10

Net cash outflow arising on disposals: HEEEZHESREFE
Cash consideration BENRE 10
Bank balances and cash disposed of FIEERTETRES (100)
(90)

The contribution of the subsidiaries disposed of during the
year to the turnover and result of the Group was
insignificant.

As at 31 March 2005, the Group had discounted bills with
recourse amounting to approximately HK$25,044,000 to
various banks.

On adoption of HKAS 39, as fully described in note 2, the
Group’s bill receivables discounted with full recourse as at
31 March 2006 of HK$35,365,000 have not been
derecognised as it was in the prior year. Instead the related
borrowings have been recognised on the consolidated
balance sheet.
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FAMLEMBRAREAREEERRE
BRI BELRBEAER -
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The Group operates a MPF Scheme for all qualifying
employees in Hong Kong. The assets of the scheme are
held separately from those of the Group in funds under the
control of trustee.

In addition, the Group’s contribution to a local municipal
government retirement scheme in the PRC are expensed
as fall due while the local municipal government in the PRC
undertakes to assume the retirement benefit obligations of
all existing and future retirees of the qualified staff in the
PRC.

The retirement benefit cost charged to the consolidated
income statement represents contributions payable to the
schemes by the Group at the rates specified in the rules of
the schemes.

Capital expenditure in respect of the
BREGBZEBE

acquisition of property, plant and
equipment contracted for but not

provided in the consolidated BAREH
financial statements
Capital expenditure in respect of the EHER RN Z

acquisition of property, plant and
REEARXZH

equipment authorised but not
contracted for

ERTHERNER MG

BEWE HER

AREAEMERNBEZAERRERRY
BIREFTE - B CEETIHXTEAZH
ZEERE  BAKEZEESHRARE -

BEAN - AR B B AP B M T IR AT AR K ET 2
ZEARTIREERIMERX - MPEE
MEAEABEERERE AR RHE
ZAERERKEBRZERERAM -

EMEHFARER ZBARBHRREARAE
B SR E < B EL BB 2]k -

2006 2005
SEEXE  —FFOAF
HK$°000 HK$’000
F#7 F7
8,984 17,608
16,533 34,161
25,517 51,769
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As lessor
At the balance sheet date, the Group had contracted with
tenants for the following future minimum lease payments:

tERHRAA
REEE - AEERBFSHTHRER
RS T4 -

ANNUAL 2006 2005
—EE X —F %

REPORT —7?/\35 — = 7£¢
HK$’000 HK$’000
2006 - o
. TER TET

F W
Within one year —FR 8,589 3,827
In the second to fifth year inclusive =~ £ -FZEHF (BEEEME) 13,015 3,602
After five years FFE% 3,855 4,666
25,459 12,095

Leases are negotiated for an average term of three years.

As lessee
At the balance sheet date, the Group had commitments for
future minimum lease payments under non-cancellable

operating leases in respect of building premises falling due:

Within one year —FR"

In the second to fifth year inclusive

Operating lease payments represent rental payable by the
Group for certain building premises. Leases are negotiated
for an average term of two years.

NGAI LIK INDUSTRIAL HOLDINGS LIMITED

F_EEELE (BREEMF)

MAOTRERER - FHOEBA=F -

EREBA

REER  AEERLHEEFTRENT
SIFERER T BEKEHEOEMNZKR
KExBEHEMT :

2006 2005
=ETAE  —FTETEA
HK$’000 HK$’000
T FH7
590 106

195 =

785 106

QEROFEESEEREE T LRI
FRENZES  BADCEBER - T
M AME -



During the year, the Group entered into the following
significant transactions with related parties in the
ordinary course of business:

Ao THF

Rental expense paid to:

Man Fat Enterprise NELEGRAA
Company Limited
Geming Company Limited HEBRAA

Legal and professional fees FREREXRER
paid to: SE i
Andrew Lam & Co. PRIA S AN = P
REE IHT
AR (OB®R)

Purchases from:
Sun Bright Industrial
Paints Limited

Notes:

The rental expense relates to lease of warehouse, car park
and office space from Man Fat Enterprise Company Limited
and Geming Company Limited, companies in which Dr. Lam
Man Chan and Ms. Ting Lai Ling, directors of the Company,
have beneficial interests.

The legal and professional fees were paid to Andrew Lam &
Co., in which Mr. Lam Ping Cheung, Andrew, a non-executive
director of the Company who resigned on 20 June 2006,
has a beneficial interest.

During the year, the Group made purchases with Sun Bright
Industrial Paints Limited, a subsidiary of an associate of the
Group.

ZHRAEERQE

ARBEEFAEFREATHEATE
BRBPEETUTEARS

2006 2005
- —EThF
HK$°000 HK$’000
TER TAT
540 540

288 432

958 964

2,106 -

Wit -

HeEXHDERAXELEARARLRE
ERLRERER BESRMAEME
£ ARBFEEMNRBELRT BRI
BafAzMEA AR 2R

ERREEBADEN FHRERAEH
B R-EEAFAA-TEBEZAA
AIHTEETE EERE R RE R
% -

FR - AEEREBHEQAFTETHBAR
BRORE) ZHABARETRE -
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For the year ended 31 March 2006

HE_TTEANF-A=-t+—HBILEE

37. RELATED PARTY TRANSACTIONS (Continued) 37. BEALTRSG (B)
(b) Compensation of key management personnel (b) ETEEBABZHM
The remuneration of members of key management RARIEZUINZ EEEBENE 2
other than the directors of the Company are as follows: BE T
108
ANNUAL 2006 2005
REPORT —ERERE —FENE
HK$°000 HK$'000
2006 -
T S —
£ 5 :F/ 7o B JL
Basic salaries and allowance — ZAN % & & IE 8, 2,796 1,458
Contributions to retirement RRBF B
benefit schemes 12 12
2,808 1,470
The remuneration of the directors of the Company are ARG EEMERAMFEI1EE -
disclosed in note 11.
38. SUBSIDIARIES 38. MIBAR
Details of the Company’s principal subsidiaries at 31 March R-ZERF=ZA=+—H KAAFIzx
2006 are as follows: ZMBRARFFBNOT :
Percentage of nominal
Nominal value value of issued share
Place of of issued capital/
incorporation/ Place of ordinary share/ registered capital
Name of subsidiary registration operation registered capital held by the Company Principal activities
KAREE
BRARE/
R/ BROLER/ HMER
WEARERE i % LEh afRAEE HEZEDL FTEER
Denca Industrial Limited Hong Kong Hong Kong HK$2 100* Trading of electronic
ENBEERDA ) B 2B products
CHETER
Din Wai Electronics Limited British Virgin PRC Uss$2 100 Manufacture of
Islands A 2% electronic products
REHARES HEEFEM

NGAI LIK INDUSTRIAL HOLDINGS LIMITED



Name of subsidiary

Dongguan Fenggang Ngai Lik
Electronics Company
Limited (Note (a))

REBEERNEFERLA
(Kit(a))

2R (FR) ET2BRS
BB AT (Note fi(b)
Faithful Lion Limited

BRERAT

Junestar Pacific Limited

GKEXTHBERARA

Kin Ngai Industrial Limited
BREZERAA

Million Age Enterprise Limited

EFtLORARAA

Ngai Lik (BVI) Limited

Ngai Lik Capital Limited
BRAREBRARF

Place of
incorporation/
registration

R/
EfbE

PRC
HE

PRC
HE

Hong Kong
it

Hong Kong
it

Samoa
BED

Hong Kong
B

British Virgin
Islands

ARARRESE

Hong Kong
it

Place of
operation

mEhy

PRC
B

PRC
Gl

PRC
Gl

Hong Kong
B

PRC
Gl

PRC
Gl

British Virgin
Islands

EREARES

Hong Kong
B

Nominal value

of issued
ordinary share/
registered capital

BEAEER/

dRBRAEE

HK$22,500,000
22,500,000 7T

HK$51,414,945
51,414,945 7T

HK$10,000

10,000% 7T

HK$10,000
10,0007 7T

Us$10
10%£7T
HK$10,000
10,000 7T
US$10,000

10,000% 7T

HK$10,000
10,000% 7T

Percentage of nominal
value of issued share
capital/

registered capital
held by the Company
SNEIEST
BRTRA/
THER
AEZEDL

87

100

100*

100"

1007

100"

100

100*

Principal activities

EE:3 31

Manufacture of
electronic products

RERTER

Manufacture of
electronic products

RERTER

Property investment
NERE

Investment holding

REAR

Leasing of plant and
machineries

AR R

Property investment

NERE

Investment holding

RAZK

Provision of financial
services

REHBRE
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For the year ended 31 March 2006

BE_TTEF=H=
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38.

—BILF R

SUBSIDIARIES (Continued) 38. B AT (&)
Percentage of nominal
Nominal value value of issued share
Place of of issued capital/
incorporation/ Place of ordinary share/ registered capital
Name of subsidiary registration operation registered capital held by the Company Principal activities
KRARE
BRTRE/
A/ BRALER/ ZHER
WELR LR HMiE meEny HfRAEE HEZAEAN  FEEE
Ngai Lik Electronics Trading Hong Kong Hong Kong HK$10,000 100 Trading of electronic
Limited BH 6 10,0007 T products
BRNIETEHRRAT BHESTEM
Ngai Lik Enterprises Limited Hong Kong Hong Kong HK$3,000,000 100 Provision of management
BAGEERAT ¥ 2k 3,000,000% ¢ and logistics services
REEERDRRS
Ngai Lik Properties Limited Hong Kong Hong Kong HK$2 100* Property investment
RNMEEBRRA Bt N 28T NERE
Ngai Lik Trading (Macao Macau Macau MOP1,000,000 100" Trading of electronic
Commercial Offshore) 15 R 1,000,000 M T products
Limited BHETEM
RNE5 (RFEE
BER®E) BRATF
Ngai Wai Plastic Manufacturing British Virgin PRC US$1 100* Manufacture of
Limited Islands A E plastic components
ABERREB HEBRAN
Pascal Investment Limited Hong Kong Hong Kong HK$2 100 Investment holding
BREREARAA B BiE 28T RERR
Shing Wai Limited British Virgin PRC US$1 100" Manufacture of
Islands A 1% electrical and
REHARES mechanical
components
SUEERRERAL

*

NGAI LIK INDUSTRIAL HOLDINGS LIMITED

Interest held by the Company through subsidiaries.

ARREBHMBARRE 2 -



Notes:

(a)

Dongguan Fenggang Ngai Lik Electronics Company Limited
(“DENL"), a sino-foreign joint venture in the PRC, was
established by the Group with an independent third party.
Since the signing of an agreement in a prior year, the Group
is entitled to all the net profits arising from the operation of
DFNL after the payment of certain fixed amounts to the
independent third party. The Group is also entitled to all the
assets and responsible for all the liabilities of DFNL other
than the amount contributed by the independent third party.

The subsidiary is set up as wholly-owned foreign investment
enterprise registered in the PRC.

None of the subsidiaries had any debt securities subsisting
at 31 March 2006 or at any time during the year.

The above table lists the subsidiaries of the Company which,
in the opinion of the Board, principally affected the results or
assets of the Group. To give details of all other subsidiaries
would, in the opinion of the Board, result in particulars of
excessive length.

B3

(a)

REBEBRNEFERAR ([DFNL)) &
AEFE-RBYE=FRHBEKIZH
SNEERERE - RENBEFERIILZ
s - RSB ARG B E =75 A
AETEBEFRAREUFT EOFNLE 2 X5
FEE A - BBLE=T 2 BEFIR
Sh - REMAIZ B RASEDINLZ FRE &
ERAR -

EREWBLARNTEEMRIE2ER
B -

BEMBRARNEER _TERF=A=1
—HIRAFEEMERINAG R EH

Az °

ERBIARBEZHMBRE  EFRBARZ
ERAEIBRHEAGEZREREE &
EERRHIIMEEMMEARZFER
EEHRERILE -

ANNUAL
REPORT
2006
F ]|

ROATXEEERAA



For the year ended 31 March 2006

HE_ZTZEF=HA=

—BIFE

39. BALANCE SHEET INFORMATION OF THE COMPANY
Balance sheet information of the Company at the

112
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balance sheet date includes:

39. ARFEzEERBRER
REERZARREER

2006 2005
—EERE —ETRF
HK$’000 HK$'000
FET FHET

Non-current assets ERBEE
Investments in subsidiaries REB AR ZEKE 34,412 34,412

Current assets MENEE
Amounts due from subsidiaries JE U Bt /B A /) 5178 630,892 638,053
Taxation recoverable a] Y B & 18 1,300 1,300
Bank balances BRT1ERF 716 50
632,908 639,403
Current liabilities RENEE

Other payables H b FE T BRR 3,425 1,828
3,425 1,828
Net current assets REBEEFE 629,483 637,575
Net assets BEFE 663,895 671,987

Capital and reserves B AR K 5
Share capital RN 79,302 79,302
Reserves (Note) & (Ha) 584,593 592,685
Shareholders’ funds R E & 663,895 671,987
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Accumulated

At 1 April 2004
Profit for the year
Dividends paid

At 31 March 2005
Profit for the year

Dividends paid

At 31 March 2006

TERE=H=1-B

profits Total
Z:ha A Bet
HK$'000 HK$'000
FHET FHET
604,479 687,323
524 524
(95,162) (95,162)
509,841 592,685
11,733 11,733
(19,825) (19,825)
501,749 584,593
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