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GENERAL

The Company is incorporated in the Cayman Islands 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 registered office and
principal place of business of the Company is Unit 9, 32nd
Floor, Cable TV Tower, No. 9 Hoi Shing Road, Tsuen Wan,
New Territories, Hong Kong.

The consolidated financial statements are presented in Hong
Kong dollars, which is the same as the functional currency
of the Company and its subsidiaries (the “Group”).

The Company acts as an investment holding company. The
principal activities of its principal subsidiaries are set out in
note 15 to the financial statements. There were no significant
changes in the nature of the Group’s principal activities
during the year.

APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS

In the current year, the Group has applied, for the first time,
a number of new standards, amendments and interpretations
(“new HKFRSs"”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"), which are either effective for
accounting periods beginning on or after 1 December 2005
or 1 January 2006. The adoption of the new HKFRSs had no
material effect on how the results for the current or prior
accounting periods have been prepared and presented.
Accordingly, no prior period adjustment has been required.

The Group has not early applied the following new standard,
amendment and interpretations that have been issued but
are not yet effective as at 31 December 2006. The directors
of the Company anticipate that the application of these
standard, amendment or interpretations will have no material
impact on the results and the financial position of the Group.

—BER

ARREFRSHEEMRIZEHREH
RAREERMNELEBARZABR
~AE ([ PT)) EmenRZ M=
BREIBLXMWHABEFREZEERE
O AMREGAEINEIE-

HAEMBBRRTINETINER FAAF
REWMBRR ([SE]) 2hEE K-

RAMER—FHREZRAF -EETEM
BRAZEEXBHNM BRI E
15 FRAKREZETEXHFHEETEEX

FERERBMBE®REER

RAEE SEEEAKAZEAR_F
EHE+_A-—BRX-_TERF—HA—
B RFAR 2 S BRER BEE
SEMAG ([BESMAE]) A
2 #ET EAMERT 2 B ([HA] B A
MW EREA]) -RAF T B EM SR
SEANTEANRNG S HHE AT ETH
BZRBEZRER 25T EKREMNE
TE RANBEELEHRAR-

SRV ERFRAA TR _ZTRF+
“A=t—BRERMERRERZH
EH BT REREB AR EFHEAEAZ

SFRA EFIARERTEHEE 2%
ARV BARREREMERZE-



44  TAK SHUN TECHNOLOGY GROUP LIMITED EEREEBEER QT

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2006 #HZEZZZXF+-A=+—HILFE

N\

BA 75 R R MY &

2. APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS (Continued)

Hong Kong Accounting Capital Disclosures'

Standard (“HKAS") 1

(Amendment)
HKFRS 7

HK (IFRIC) - Int 7

HK (IFRIC) - Int 8

HK(IFRIC) - Int 9

HK(IFRIC) - Int 10

HK(IFRIC) — Int 11

Financial Instruments: Disclosures’

Applying the Restatement Approach
under HKAS 29 Financial
Reporting in Hyperinflationary
Economies?

Scope of HKFRS 23

Reassessment of Embedded

Derivatives*

Interim Financial Reporting and
Impairment®

HKFRS 2 — Group and Treasury Share
Transaction®

Effective for annual periods beginning on or after 1 January,
2007.
Effective for annual periods beginning on or after 1 March,
2006.
Effective for annual periods beginning on or after 1 May,
2006.
Effective for annual periods beginning on or after 1 June,
2006.
Effective for annual periods beginning on or after 1 November,
2006.
Effective for annual periods beginning on or after 1 March,
2007.
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PRINCIPAL ACCOUNTING POLICIES

Basis of preparation

The consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards (“HKASs”) and
Interpretations (hereinafter collectively referred to as
“HKFRSs") issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"). The consolidated financial
statements have been prepared under the historical cost
basis except for leasehold land and buildings, and certain
financial instruments, which are measured at revalued
amount or fair values has explained in the accounting policies
set out below.

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 Ordinances.

Basis of consolidation

Where the Company has the power, either directly or
indirectly, to govern the financial and operating policies of
another entity or business so as to obtain benefits from its
activities, it is classified as a subsidiary. The consolidated
financial statements incorporate the financial statement of
the Company and its subsidiaries. All Intra-group
transactions, balances, income and expenses are eliminated
on consolidation.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income statement
from the effective dates of acquisition or up to the effective
dates of disposal, as appropriate.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Basis of consolidation (Continued)

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.

Investments in subsidiaries

The Company’s investments in subsidiaries are stated at cost
less impairment loss, if any.

Impairment

Impairment tests on assets are subject to impairment tests
whenever events or changes in circumstances indicate that
their carrying amount may not be recoverable. Where the
carrying value of an asset exceeds its recoverable amount
(ie the higher of value in use and fair value less costs to
sell), the asset is written down accordingly.

Where it is not possible to estimate the recoverable amount
of an individual asset, the impairment test is carried out on
the asset's cash-generating unit (ie the lowest group of assets
in which the asset belongs for which there are separately
identifiable cash flows).

Impairment charges are included in the administrative
expenses line item in the consolidated income statement,
except to the extent they reverse income previously
recognised directly in equity.

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
recognized for the asset (cash-generating unit) in prior years.
A reversal of an impairment loss is recognized as income
immediately, unless the relevant asset is carried at a revalued
amount under another accounting standard, in which case
the reversal of the impairment loss is treated as a revaluation
increase under that other accounting standard.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the
inventories to their present location and condition.

Weighted average method is used to calculate the cost of
ordinarily interchangeable items.

Property, plant and equipment

The building component of owner-occupied leasehold
properties are stated at valuation less accumulated
depreciation. Fair value is determined by the Directors based
on independent valuations which are performed periodically.
The Directors review the carrying value of the leasehold
buildings and adjustment is made where they consider that
there has been a material change. Increases in valuation are
credited to the property revaluation reserve. Decreases in
valuation are first offset against increases on earlier
valuations in respect of the same property and are thereafter
charged to the income statement. Any subsequent increases
are credited to the consolidated income statement up to
the amount previously charged and thereafter to property
revaluation reserve.

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

Property, plant and equipment are depreciated at rates
sufficient to write off their cost net of expected residual
value over their estimated useful lives on a straight-line basis.
The useful lives and residual value are reviewed, and adjusted
if appropriate, at each balance sheet date. The principal
annual rates are as follows:

The shorter of the lease
terms or 50 years

Leasehold land and buildings

Leasehold improvements,

furniture, office equipment

and motor vehicles - 20%
Plant and machinery - 10%
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Property, plant and equipment (Continued)

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenances
costs are charged to the income statement during the year
in which they are incurred.

An asset is written down immediately to its recoverable
amount if its carrying amount is higher than the asset’s
estimated recoverable amount.

All non-qualifying expenditures and expenses incurred on
other non-qualifying development activities are charged as
expenses to the income statement in the period in which
such expenses are incurred.

Upon disposal of leasehold buildings, the relevant portion
of the revaluation reserve realised in respect of previous
valuations is released from the property revaluation reserve
to retained profits.

The gain or loss on disposal of property, plant and equipment
other than leasehold building is the difference between the
net sale proceeds and the carrying amount of the relevant
asset, and is recognised in the income statement.

Financial Instruments
(i) Financial assets

Financial assets comprise trade receivables, prepayments,
deposits and other receivables, and cash and cash
equivalents.

The Group classifies its financial assets into one of the
following categories, depending on the purpose for
which the asset was acquired. The Group’s accounting
policy for each category is as follows:
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3. PRINCIPAL ACCOUNTING POLICIES (Continued) 3. EEEFHBXK (&)

TEMITA (&)

Financial Instruments (Continued)

ETHREE (&)

(i) Financial assets (Continued) (i)

Fair value through profit or loss: This category comprises
the financial assets that have been acquired for the
purpose of selling or repurchasing it in the short-term
or if so designated by management. This category
includes derivatives which are not qualified for hedge
accounting. Debt securities and bank deposits with
embedded derivatives for yield enhancement whose
economic characteristics and risks are not closely related
to the host securities and deposits are designated as
financial assets at fair value through profit or loss. They
are carried in the balance sheet at fair value with
changes in fair value recognised in the income
statement.

Loans and receivables: These assets are non-derivative
financial assets with fixed or determinable payments
that are not quoted in an active market. They arise
principally through the provision of goods and services
to customers (trade receivables), but also incorporate
other types of contractual monetary asset. At each
balance sheet date subsequent to initial recognition,
they are carried at amortised cost using the effective
interest rate method, less any identified impairment
losses.

Held-to-maturity investments: These assets are non-
derivative financial assets with fixed or determinable
payments and fixed maturities that the Group’s
management has the positive intention and ability to
hold to maturity. At each balance sheet date subsequent
to initial recognition, held-to-maturity investment are
measured at amortised cost using effective interest rate
method, less any identified impairment losses.

A FEFAR WERERBA
ZENAEPANEEEREELE
FBEECEMEE-WLBRATEE
TRHEHPEHAREZITAET R
B 75 N AE 0T £ 2E dm DA SR AN [E] 3R U 21
ZEBES RRITER (MAROT
HE MBS RE RS E T
EHRREFRETINREE) BR
REBEAVFEFABRZEREE-
ERMEEDEAFEREERER
SRR - MAFEZEHAR KRR

ERXRERFE - ZEEETIFFN
AHEZERMEE WHEEHA
AEZMREXTFEERTIS
ZHRE-EFRERFEALIESB
AEFPRHEEMLRYE (BERES
BRIR) FRES MEREMERNZE
MEBBE-NNTHERAREEER
B - BB B RN R R A 2 &
BURE B R AETT #E -

TEIHRE REEERKEARE
EHAFEZNRREEEEER
BANKBEAFEEZZNH ZETE
FHZFMTELBEEREE NV
FPHRAKZEER FEIHERE
Th % B R ) =R SRR A AR 2 38 B R
BEERETHE-



50

TAK SHUN TECHNOLOGY GROUP LIMITED

NOTES TO FINANCIAL STATEMENTS

BEMREEBRLF

MBREMEE

YEAR ENDED 31 DECEMBER 2006 #HZEZZZXF+-A=+—HILFE

N\

3. PRINCIPAL ACCOUNTING POLICIES (Continued)

Financial Instruments (Continued)

(i)

(ii)

Financial assets (Continued)

Available-for-sale: Non-derivative financial assets not
included in the above categories are classified as
available-for-sale and comprise the Group’s strategic
investments in entities not qualifying as subsidiaries,
associates or jointly controlled entities. They are carried
at fair value with changes in fair value recognised
directly in equity. Where a decline in the fair value of
an available-for-sale financial asset constitutes objective
evidence of impairment, the amount of the loss is
removed from equity and recognised in the consolidated
income statement. For available-for-sale equity
investments that do not have a quoted market price in
an active market and whose fair value cannot be reliably
measured and derivatives that are linked to and must
be settled by delivery of such unquoted equity
instruments, they are measured at cost less any
identified impairment losses at each balance sheet date
subsequent to initial recognition.

Financial liabilities

Financial liabilities comprise trade payables, other
payables and accruals, and interest-bearing bank loans.

The Group classifies its financial liabilities into one of
two categories, depending on the purpose for which
the liabilities was incurred. The Group’s accounting
policies for each category is as follows:

Financial liabilities at fair value through profit or loss
has two subcategories, including financial liabilities held
for trading and those designated at fair value through
profit or loss on initial recognition. At each balance
sheet date subsequent to initial recognition, financial
liabilities at fair value through profit or loss are measured
at fair value, with changes in fair value recognised in
the consolidated income statement in the year in which
they arise.
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3. PRINCIPAL ACCOUNTING POLICIES (Continued)

Financial Instruments (Continued)

(ii) Financial liabilities (Continued)

(iii)

Other financial liabilities: Other financial liabilities
include the following items:

Trade payables and other short-term monetary
liabilities, which are recognised at amortised cost.

Bank loans are initially recognised at the amount
advanced net of any transaction costs directly
attributable to the issue of the instrument. Such
interest bearing
measured at amortised cost using the effective
interest method, which ensures that any interest

liabilities are subsequently

expense over the period to repayment is at a
constant rate on the balance of the liability carried
in the balance sheet. “Interest expense” in this
context includes initial transaction costs and
premium payable on redemption, as well as any
interest or coupon payable while the liability is
outstanding.

Derecognition

The Group derecognise a financial asset where the
contractual rights to the future cash flows in relation

to the investment expire or where the financial asset

has been transferred and the transfer meets the criteria
for derecognition in accordance with HKAS 39.

Owner-occupied leasehold interest in land

Interests in leasehold land held for own use under operating
leases represent up-front payments to acquire long-term
interests in lessee-occupied properties. These payments are

stated at cost and are amortised over the period of the
lease on a straight-line basis to the income statement.

3. FESHEHE &)
$RMIE (#)

(i) =MEE (&)

Hte@aE: EMeRAERR

TH&E:

ENESERAREMEHER
BE REHAANER -

RITERDINTRABN SR
HBBETTAEREE 2EM
RPRAER ZFFBRAEE
RERRAERN AL H
BARGHE - AR R 1 E 8 B
ZHBRX I EZ EHRIZ
BEMEREERBRTI
R TR ERXIBEEME &
RERGERARIER 2 Bt
HmE ARREEREMES

ZEMFMELENRE

(iii) # 1L TEZ

o

HIREZARKRAEREZ A KR
ER ENeREELEERE ME
BRERERTAETEULIRNK
IERZBER MEERIEERS

XA trEERS

REKEHERIFERZHEL 2 #
BENBARABEACRZOEZRS
RERAEXNZBE - BESBENX
AR AR EEMAREREE N #

HERINAMWREK



N\

52

NOTES TO FINANCIAL STATEMENTS

TAK SHUN TECHNOLOGY GROUP LIMITED EERIHEBEAR QT

MBREMEE

YEAR ENDED 31 DECEMBER 2006 #HZEZZZXF+-A=+—HILFE

PRINCIPAL ACCOUNTING POLICIES (Continued)

Leased assets

Where substantially all of the risks and rewards incidental
to ownership of a leased asset have been transferred to the
Group (a “finance lease”), the asset is treated as if it had
been purchased outright. The amount initially recognised as
an asset is the present value of the minimum lease payments
payable over the term of the lease. The corresponding lease
commitment is shown as a liability. Lease payments are
analysed between capital and interest. The interest element
is charged to the income statement over the period of the
lease and is calculated so that it represents a constant
proportion of the lease liability. The capital element reduces
the balance owed to the lessor.

Where substantially all of the risks and rewards incidental
to ownership are retained by the lessor (an “operating
lease”), the total rentals payable under the lease are charged
to the income statement on a straight-line basis over the
lease term.

The land and buildings elements of property leases are
considered separately for the purposes of lease classification.

Employee benefits
(i) Retirement benefits scheme

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

Employee benefits (Continued)

(i)

(ii)

(iii)

Retirement benefits scheme (Continued)

The employees of the Group’s subsidiaries operating in
the People’s Republic of China (the “PRC") are required
to participate in a central pension scheme (the “Central
Scheme”) operated by the local municipal government
in the PRC. The respective local municipal government
in the PRC, undertakes to assume the retirement
benefits obligations of all existing and future retired
staff of these subsidiaries. The only obligation of these
subsidiaries with respect to the Central Scheme is to
meet the required contributions under the Central
Scheme. The contributions are charged to the income
statement as they become payable in accordance with
the rules of the Central Scheme.

Termination benefits

Termination benefits are recognised when, and only
when, the Group demonstrably commits itself to
terminate employment or to provide benefits as a result
of voluntary redundancy by having a detailed formal
plan which is with out realistic possibility of withdrawal.

Employee entitlements

Employee entitlements to annual leave and long service
payment are recognised when they accrue to the
employees. A provision is made for the estimated liability
for annual leave and long service payment as a result
of services rendered by employees up to the balance
sheet date.

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.

3. TEGSFHE &)

BE®A (&)

(i)

(ii)

(iii)

RICER B (F)

RAIRPEARKMBE ([FEH])
REZHMBARETEEAS RS
REM T TRFEE 2FREKRE
& ([hREE]) -HEZ &5
AR AGREARZEHE AR
PrBEEE M B ERINB T ZRINE
MEFE-ZENBRARRP RETE
oz HE—BETIREH RETEIIR M
Prm itk - BN ENRIEF R
A8l REAER E ARG ARS
RA-

AU EF

RBEEREBENEAHKILEREAN
BRRERSRE 2FAALEN2
BREREB G IR M 2B %
A% LE AR 75 48 ) 0 R FE AR o

N

B S Eam

BREEBRZFEARBRBEINE
AATEERER URBEELER
R e B P AR 75 1 2 £ 2 b 5t 4F
BRERHERBcAEFELEE-

BEERERBRDBHEERER
> BUR BB 45 T RE R



N\

54

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2006 #HZEZZZXF+-A=+—HILFE

TAK SHUN TECHNOLOGY GROUP LIMITED EERIHEBEAR QT

MBREMEE

PRINCIPAL ACCOUNTING POLICIES (Continued)

Share-based payments

Where share options are awarded to employees, the fair
value of the options at the date of grant is charged to the
consolidated income statement on a straight-line basis over
the vesting period. Non-market vesting conditions are taken
into account by adjusting the number of equity instruments
expected to vest at each balance sheet date so that,
ultimately, the cumulative amount recognised over the
vesting period is based on the number of options that
eventually vest. Market vesting conditions are factored into
the fair value of the options granted. As long as all other
vesting conditions are satisfied, a charge is made irrespective
of whether the market vesting conditions are satisfied. The
cumulative expense is not adjusted for failure to achieve a
market vesting condition.

Where the terms and conditions of options are modified
before they vest, the increase in the fair value of the options,
measured immediately before and after the modification, is
also charged to the consolidated income statement over the
remaining vesting period.

Where equity instruments are granted to persons other than
employees, the consolidated income statement is charged
with the fair value of goods and services received.

Revenue recognition

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

Interest income is accrued on a time basis, by reference to
the principal outstanding and at the interest rate applicable.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a legal or constructive
obligation arising as a result of a past event, which will
probably result in an outflow of economic benefits that can
be reasonably estimated.

Where it is not probable that an outflow of economic
benefits will required, or the amount cannot be estimated
reliably, the obligation is disclosed as a contingent liability,
unless the probability of outflow of economic benefits is
remote. Possible obligations, the existence of which will only
be confirmed by the occurrence or non-occurrence of one
or more future events, are also disclosed as contingent
liabilities unless the probability of outflow of economic
benefits is remote.

Income taxes

Income taxes for the year comprise current tax and deferred
tax.

Current tax is based on the profit or loss from ordinary
activities adjusted for items that are nonassessable or
disallowable for income tax purposes and is calculated using
tax rates that have been enacted or substantively enacted at
the balance sheet date.

Deferred tax arises from temporary differences between the
carrying amounts of assets and liabilities for financial
reporting purposes and the corresponding amounts used
for tax purposes and is accounted for using the balance
sheet liability method. Except for recognised assets and
liabilities that affect neither accounting nor taxable profits,
deferred tax liabilities are recognised for all temporary
differences. Deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available against
which deductible temporary differences can be utilised.
Deferred tax is measured at the tax rates expected to apply
in the period when the liability is settled or the asset is
realised based on tax rates that have been enacted or
substantively enacted at the balance sheet date.
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TAK SHUN TECHNOLOGY GROUP LIMITED ZEREXEBEAR A T

MBREMEE

PRINCIPAL ACCOUNTING POLICIES (Continued)

Income taxes (Continued)

Income taxes are recognised in the consolidated income
statement except when they relate to items directly
recognised to equity in which case the taxes are also directly
recognised in equity.

Foreign currency

Transactions entered into by Group entities in a currency
other than the currency of the primary economic environment
in which it operates (the “functional currency”) are recorded
at the rates ruling when the transactions occur. Foreign
currency monetary assets and liabilities are translated at the
rates ruling at the balance sheet date. Exchange differences
arising on the retranslation of unsettled monetary assets
and liabilities are similarly recognised immediately in the
consolidated income statement, except for foreign currency
borrowings qualifying as a hedge of a net investment in a
foreign operation.

On consolidation, the results of overseas operations are
translated into Hong Kong dollars at rates approximating to
those ruling when the transactions took place. All assets
and liabilities of overseas operations, including goodwill
arising on the acquisition of those operations, are translated
at the rate ruling at the balance sheet date. Exchange
differences arising on translating the opening net assets at
opening rate and the results of overseas operations at actual
rate are recognised directly in equity (the “foreign exchange
reserve”). Exchange differences recognised in the income
statement of group entities’ separate financial statements
on the translation of long-term monetary items forming part
of the Group’s net investment in the overseas operation
concerned are reclassified to the foreign exchange reserve if
the item is denominated in the functional currency of the
Group or the overseas operation concerned.

On disposal of a foreign operation, the cumulative exchange
differences recognised in the foreign exchange reserve
relating to that operation up to the date of disposal are
transferred to the consolidated income statement as part of
the profit or loss on disposal.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Borrowing costs

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

TURNOVER

Turnover represents the net invoiced value of goods sold,
after allowances for returns and trade discounts during the
year. All significant intra-group transactions have been
eliminated on consolidation.

SEGMENT INFORMATION

Segment information is presented by way of two segment
formats:

(i) on a primary segment reporting basis, by geographical
segment; and

(i) on a secondary segment reporting basis, by business
segment.

The principal activity of the Group is the manufacture and
sale of electronic products, which is managed according to
the geographical location of ultimate customers.
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SEGMENT INFORMATION (Continued)

Each of the Group's geographical segments, represents a
strategic business unit that offers products to customers
located in different geographical areas which are subject to
risks and returns that are different from those of other
geographical segments.

The Group’s geographical segments are as follows:
(a) Hong Kong;

(b) India;

(c) Elsewhere in Asia; and

(d) Africa, Western Europe, the Middle East, North and
South America, and Russia.

In determining the Group’s geographical segments, revenues,
results, assets and liabilities are attributed to the segments
based on the location of the customers.
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5. SEGMENT INFORMATION (Continued) 5. 7 EEHR #)
(a) Geographical segments based on the location of (a) REFMEHEIMZHEDE
customers
The following tables present revenue, results and certain TR EBSHE S HH 2 W
asset, liability and expenditure information for the ¥BEHEETEE ABRAXZE
Group’s geographical segments. o
For the year ended 31 December BZEZ+=-A=1+—RHLFE
Africa,
Western Europe,
the Middle
East, North and
South America,
Hong Kong India Elsewhere in Asia and Russia Consolidated
*iM BE-HR
BLENR
B e THEBHE BEK &4
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000  HKS$'000  HK$S'000  HK$'000  HK$'000  HK$'000
“E2TRE “TTHG “BEAE CITRE CBERE “TTRE “BEAE CITRE ZBEAE -ITHE
fézr FExn FExn  FEx  FEx  TExr  TEx  TEx  FEx  TEx
Segment revenue: ARYE:
Sales to external customers ANEEFHE 3557 12,186 130,240 120,399 146,617 149,794 208911 233,498 489,325 515877
Segment results PEEE (183) 1,006 (7,854) 9,866 (8,632) 12,458  (11,495) 23,166  (28,164) 46,496
Unallocated income RAEZHMA 9,289 2,298
Unallocated expenses FARZAX (2,004)  (2,761)
(Loss)/profit from operations g (BB) Jafl (20,879) 46,033
Finance costs BBRA (4,419)  (2,609)
(Loss)/profit before taxation BRR A (B518) /& (25,298) 43,424
Income tax expenses FrERmEA% (1,069)  (3,749)
(Loss)/profit for the year attributable A REHKBEAEEERE
to equity holders of the Company (&18) /% (26,367) 39,675
Other segment ERARER
information:
Depreciation and amortisation FEREH 153 442 5,609 4,368 6,315 5,437 8,997 8,471 21,074 18,718
Unallocated depreciation KARZHE - - - - - - - - 56 56
153 442 5,609 4,368 6,315 5,437 8,997 8,471 21,130 18,774
Capital expenditure AARY 201 1,345 7,358 13,287 8,283 16,530 11,803 25,766 27,645 56,928
Write-down of inventories to net HAFEZE
realisable value RS HE 12 159 1,230 1,973 1,422 2,305 2,025 3,582 4,689 8,019
Write-down value of property, plant  H#E#% Bz &
and equipment Sz EBE 22 31 2,353 384 2,121 449 3,874 697 8,970 1,561
Loss on disposal of property, plant HENE BER
and equipment REZER 1 - 21 - 2% - 35 = 81 =
(Recovery of)/allowance for bad EXEFEERER
and doubtful trade receivables (BE) /B (1) 2 (27) 27 (32) EY) (46) 50 (106) 111
(Recovery of/allowance for bad Hiv MR
and doubtful other receivables RER (BR) /& () 60 (205) 748 (236) 874 (337) 1,358 (780) 3,040
(Surplus)/deficit on revaluation of BEAELIHERET
leasehold land and buildings 2 (B%) /B4 3) 53 (357) 656 (413) 767 (588) 1,191 (1,361) 2,667
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5. SEGMENT INFORMATION (Continued)

(a) Geographical segments based on the location of
customers (Continued)

As at 31 December

5. 2HEER (&)

(a) REFFE®EINZHEDE

(%&)
R+t=—A=+—~H
Africa,
Western Europe,
the Middle

East, North and
South America,

Hong Kong India Elsewhere in Asia and Russia Consolidated
M ER-HR
BLENR
B 0E THESHE HEN 54

2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000  HKS$'000  HK$S'000  HK$'000  HK$'000  HK$'000
“2RRE _Z2THF C¥RAE —2T0F CREAE _TT0F CRERE _TTNF CRFAF _TRIE
FER FHL FER FHL FEx FHL FEx FHL FER FAL
Segment assets ABEE 1,161 10,458 121,808 130,248 140,804 152,209 200,526 236,512 464,299 529,427
Unallocated assets RAEZEE - - - - - - - - 119,504 70,592
Total assets BEE 1,161 10,458 121,808 130,248 140,804 152,209 200,526 236,512 583,803 600,019
Segment liabilities AHAR 707 2,573 25,906 25,421 29,164 31,628 41,555 49,301 97,332 108,923
Unallocated liabilities RAEZBE - - - - - - - - 82473 133154
Total liabilities Zaf 707 2,573 25,906 25,421 29,164 31,628 41,555 49,301 179,805 242,077

(b)

Business segments

Over 90% of the Group’s revenue and assets are
attributable to the manufacture and sale of electronic
products.

6(a). OTHER INCOME

The Group’s (loss)/profit from operations is arrived at after

(b) %258
EEBBIONWHREEELRE R
EREEE TEMR-

6(a). & 4t Ux A

SE2EEER (BR) OEFEEFA

crediting:
2006 2005
HK$'000 HK$'000
—EEXRE —EERF
FET FHTT
Recovery of bad and FERE 5RBRERED
doubtful trade receivables 106 -
Recovery of bad and Hh FE IR R IB R BR D
doubtful other receivables 780 -
Exchange gain, net & 5 Wz, JF R - 337
Sundry income LSRN 5,851 1,079
Surplus on revaluation of EMHELIMREF AR
leasehold land and buildings 1,361 -
Interest income FLE A 1,191 882
9,289 2,298
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6(b).(LOSS)/PROFIT FROM OPERATIONS

6(b). & (BE) &F

The Group’s (loss)/profit from operations is arrived at after SEEEER (B18) JaFE k-
charging:
2006 2005
HK$'000 HK$'000
—EERE —ZETHF
FET FAET
Cost of inventories sold BEETFEZKAE 466,176 419,545
Depreciation of property, plant ME-BERFZHE2ZITE
and equipment on
— owned assets —-BHEE 20,830 18,339
— assets held under finance - REREHOBEELE
leases - 151
Amortisation of owners occupied EXER I E SRR
leasehold interest in land 300 284
Minimum lease payments under REMKH 2 HE T &
operating leases for leasehold EFHEHESMR
land and buildings 403 579
Auditors’ remuneration 1% SR B & 560 814
Staff costs (excluding directors’ BIXA(TEREESHE —ME7)
emoluments — note 7)
Wages and salaries ITER#EH< 84,191 107,578
Retirement benefits scheme RKAEF) 5T 845K
contributions (excluding (T"EEEEHEHI—WE7)
directors’ contributions — note 7) 5,137 3,758
Share-based payments expenses AR B ER 2 TR 802 1,964
Write-down of inventories to net WORFEEZ A IR FE
realisable value 4,689 8,019
Allowance for bad and JEWE 5 AR 18 R AR B
doubtful trade receivables - 111
Allowance for bad and H i fE I RIB R BRI B
doubtful other receivables - 3,040
Exchange loss, net [E X &5 18 F58 1,187 =
Write-down of property, plant WOR Y % B K 5%
and equipment 8,970 1,561
Loss on disposal of property, plant HEWE BER&HEE
and equipment 81 -
Deficit on revaluation EHAEIHRIET 2 EM
of leasehold land and buildings - 2,667
Loss on disposal of HEK B AR ZEE
subsidiary companies 1,351 -
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7. DIRECTORS' EMOLUMENTS 7. EEM e
Group
£8
2006 2005
HK$'000 HK$'000
—EEREF —EERF
FET FHET
Directors’ fees EEHME 90 30
Other emoluments for HITES 2 EMM S
executive directors
— Salaries and other benefits — e kEAREF 3,499 3,680
- Retirement benefits — R KAE A 5T &AL 5k
scheme contributions 60 60
3,649 3,770
Details of directors’ emoluments for the year ended 31 HEZZZ X "F+ZA=1+T—HILFE
December 2006 are as follows: ZEEMEFBEHINBAT:
Retirement
Salaries benefits
and other scheme
Fees benefits contributions Total
HK$'000 HK$'000 HK$'000 HK$'000
ek RKEF
e HitrEFl HE 3 st
FHET THT THT THT
Executive directors: BITES:
Mr. Lam Ping Kei M EL & - 750 12 762
Ms. Wong Choi Fung BEERRT - 625 12 637
Ms. Lam Chu Ying MR+ = 288 12 300
Mr. Law Wai Fai EREEBAE - 898 12 910
Mr. Yeung Kwong Lun BEREE - 938 12 950
Independent Non-Executive directors: BIFHITES:
Mr. Sun Tian Yan BARKEHE 48 = = 48
Mr. Deng Xiao Jun HNEEE 18 - - 18
Mr. Qiu Ji Zhi AR L& 24 - - 24

Total @t 90 3,499 60 3,649
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7. DIRECTORS’' EMOLUMENTS (Continued) 7.

Details of directors’ emoluments for the year ended 31
December 2005 are as follows:

BEEME #)

BE-TTRFI-A=+—HILFE
ZEFMEHERIIMT

Retirement
Salaries benefits
and other scheme
Fees benefits contributions Total
HK$'000 HK$'000 HK$'000 HK$'000
ek EHRER
e Hiz g Fl BHE F
FTHET THT THT THT
Executive directors: BITES:
Mr. Lam Ping Kei WERSE = 780 12 792
Ms. Wong Choi Fung BEERLLT - 650 12 662
Ms. Lam Chu Ying 87 ¥R - 300 12 312
Mr. Law Wai Fai BEELE - 930 12 942
Mr. Yeung Kwong Lun mEmEE = 1,020 12 1,032
Independent Non-Executive directors: BIYEHTES:
Mr. Kwan Kai Ming BNREAE 16 = = 16
Mr. Sun Tian Yan BARKEHE - =
Mr. Deng Xiao Jun HNERE - =
Mr. Qiu Ji Zhi A& - -
Total @t 30 3,680 60 3,770
8. FIVE HIGHEST PAID INDIVIDUALS 8. AfUBEHFMA L

The five highest paid individuals during the year included
four (2005: four) directors, details of whose emoluments
are set out in note 7 to the financial statements above.
Details of the emoluments of remaining one (2005: one)
non-director, highest paid individual are as follows:

ERN ENSSHEMATRENLES
(CBTRE AR REZMEHIED
BRI RN T - KB (=TT
R —{1) FEERBHMALZ HH
HEmMT

Group
£8

2006 2005

HK$’000 HK$'000

—EERE —EERF

FE T FAT

Salaries and other benefits FekEMBERN 422 497
Retirement benefits RONAEF 5T 84K

scheme contributions 12 12

434 509
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8. FIVE HIGHEST PAID INDIVIDUALS (Continued) 8. BUBRSHM A L (&)

The number of the non-director, highest paid individuals MeETIHEERNZIZEZHR T MA
whose emoluments fell within the following band is as TABLT:
follows:

Number of non-director,
highest paid employees

FESESTFMESHA
2006 2005
—SRAF _TTE%F
Nil to HK$ 1,000,000 & — 1,000,000 7T 1 1
During the year, no emoluments were paid to the five highest RAFERN BESAUZSFHMAL
paid individuals (Including directors and other employees) (BREEEREMES) X MEMMEE
as inducement to join or upon joining the Groups or as RMAREEZ Be BB E-
compensation for loss to office.
9. FINANCE COSTS 9. MK
2006 2005
HK$'000 HK$'000
—EEXE —EERF
TER T
Interest on: LTEBE ZHE:
Bank loans wholly repayable ARAFEAEZHEEL
within 5 years RITE R 4,419 2,583
Obligation under finance lease B & M E A - 26

4,419 2,609
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10.INCOME TAX EXPENSES 10. T8 B
2006 2005
HK$’000 HK$'000
—EERE —ETRF
FH T THET
Current taxation: REFRIE:
Hong Kong BB 33 268
Other jurisdictions HEa el AR 1,098 3,465
(Over)/under-provision TEF (BEEE)
in prior years BETE
Hong Kong B 920 (49)
Other jurisdictions HEf el AR (152) 65
1,069 3,749

Hong Kong Profits Tax is calculated at 17.5% (2005:17.5%)
of the estimated assessable profits arising in Hong Kong for
the year.

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

Pursuant to the laws and regulations in the PRC, certain
Group's PRC subsidiaries are entitled to exemption from PRC
Foreign Enterprise Income Tax for two years commencing
from their first profit-making year, followed by a 50% relief
for the three years thereafter.

Under Decree-Law no. 58/99/M, a Macau company
incorporated under that Law (called “58/99/M Company”)
is exempted from Macau complementary tax (Macau income
tax) as long as the 58/99/M Company does not sell its
products to a Macau resident company. Currently, Tak Shun
(Lam’s) Macao Commercial Offshore Limited is qualified as
58/99/M Companies.

No provision for deferred tax had been made as the Group
did not have any significant unprovided deferred tax assets
and liabilities in respect of the year (2005: Nil).

BEAEFNESHRIOIBREBEAFTEER SRR
HETERBERFILZHEEI175% (ZFF
RF:17.5%) sTEBH-

ER A A AR R 2 BT RS A
EREZRTREHE

REFBZREIER ETEEZH
MEBARARBETEINELEME
B EEERNEEREFRME RR=F
ARE -

RIERPIES8/99/MER A S  IRBZEAS
A 2B AR ([58/99/MA
al))  AIEREEMRPI TR RN
Fr{S %) - 1£58/99/M &) 7~ 7] [A] 8 P9 X
TRARIEEREERBAIEE (KK) R
Figt = £ R B R A Al & 58/99/M
NE|E o

R EERAEE L EEREANRBEE
BEXERBREERBE (ZZ2TLE &)
PR ULt 3 4 {F Hh S R A TR B 4
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10. INCOME TAX EXPENSES (Continued)

11.

The tax expenses for the year can be reconciled to the (loss)/

profit per the consolidated income statement is as follows:

10. FREHREX (@)

AEEZHRBHE (B1E) Ia5d 2
FRINT 4R KR A

2006 2005
HK$'000 HK$'000
ZEBEARE —_TERF
FTEx FHET
(Loss)/profit before tax BFLAT (B518) % F (25,298) 43,424
Tax at domestic income tax rate WM SRR E 2 IR (4,427) 7,599
Tax effect of expenses that are A EERT R A A Bk
not deductible in determining RS 2R
taxable profit 1,934 4,188
Tax effect of income that is BETEE R R T 5
not taxable in determining WAZ BB E
taxable profit (6,173) (5,912)
Tax effect of tax losses not recognized RERVBBERE IR BT 2 11,330 1,002
(Over)/under-provision in prior years FF (t%ﬁﬁﬁ) S BET R (62) 16
Effect of tax exemptions MIEBEBRETE (466) (3,013)
Effect of different tax rates EHMAEERKLE 2WE
of subsidiaries operating RAlZ NEAMEZ &
in other jurisdictions (1,067) (131)
Tax expenses for the year RNEEHIE 1,069 3,749
DIVIDEND 11. K&

No dividend was paid or proposed during 2006 nor has any
dividend been proposed since the balance sheet date (2005:

Nil).

SR AFUEEARRERE M
4 BAR TR SRR S (BT
L) -
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12. (LOSS)/EARNINGS PER SHARE 12. 8RR (B#E) EF

(a) Basic (loss)/ earnings per share (a)

The calculation of basic (loss)/earning per share is based
on the Group’s loss for the year attributable to equity
holders of the Company of approximately
HK$26,367,000 (2005: profit of HK$39,675,000) and
the weighted average of 1,597,813,403 (2005:
1,440,004,800) ordinary shares in issue during the year,
calculated as follows:

Weighted average number of ordinary shares

BREX (BB BF

BRER (BB) B HRERE
EEBE s AREREE ARLER
#926,367,0008 L (ZZE T AF )&
A 39,675,000 ot ) & F A
1,597,813,403% (=2 T A F :
1,440,004,8000%) BE&#TEBRKR 2

TS ET
BARZNEF Y
2006 2005
—EEX “TTHSF

Issued ordinary shares at 1 January R—A—BZ2BETERERK
Effect of issuance of Offer Shares BORERDZZE

(note 23(1)) (Kt 5£23(1))
Effect of issuance of Placing Shares Z1TE & {n 2 5 &
(note 23(2)) (Kt a£23(2))
Weighted average number of R+=—ZA=+—HBx2

ordinary shares at 31 December T AR I AE T B

1,440,004,800  1,440,004,800

115,200,384 =

42,608,219 =

1,597,813,403  1,440,004,800
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12. (LOSS)/EARNINGS PER SHARE (Continued)

(b) Diluted (loss)/earnings per share

The calculation of diluted (loss)/earning per share is
based on the Group’s loss for the year loss attributable
to equity holders of the Company of approximately
HK$26,367,000 and the weighted average of
1,600,121,339 ordinary shares in issue during the year,

calculated as follows:

Weighted average number of ordinary shares

(diluted)

12. 8RR (B5#8) BF (&)

(b) BR#EE (BB BF

BREE (BB B hRERE
EEBE s AR EREE ARLER
47 26,367,000 T & F& K
1,600,121,339 B &7 E@MAR 2

MEFHHAENAT
ZBERZMEFIGE (#F)
2006 2005
—EEXRE —TTRF
(Note)
(Kt3)

Weighted average number of ordinary

shares at 31 December

Effect of share option (note 25)
Effect of issuance of contingently
issuable shares (note 30(a))

Weighted average number of ordinary
shares (diluted) at 31 December

Note:

R+—A=+—HZ
ERBINE O

BEREZZE (K25
BOIARAETRN
T & (Ki300))

R+—_A=+—H82

TARBINETFHE (BF)

No diluted earnings per share have been presented for
year ended 31 December 2005 as the share options
outstanding during the year had an anti-dilutive effect
on the basic earnings per share for year ended 31

December 2005.

1,597,813,403  1,440,004,800
1,253,166 =

1,054,770 =

1,600,121,339  1,440,004,800

ff 7 -

HREZE-ZTTAF+-A=+—RHIFE
ZEKRITEERESZFEE 2 BREANRT
EEREESYE ARUEZIEE-_ZTT
FFE+ A=+t HRLFE2ERBEER
F o
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13. OWNER-OCCUPIED LEASEHOLD INTEREST 13. ¥Fx{fH 1+ hAEESE
IN LAND

The Group’s owner-occupied leasehold interest in land SERBCERNEREFEAREL Y
comprises: B
2006 2005
HK$'000 HK$'000
—SEAF —TTH4
FER FAT
Medium-term leasehold land RAE 2B & + i
in PRC 23,098 24,985
Analysed for reporting purpose as: BREZENDNA:
— current assets - REBEE 266 313
— non-current assets —ERBEE 22,832 24,672

23,098 24,985
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14. PROPERTY, PLANT AND EQUIPMENT

14.N%E -BEERE

Group
Leasehold
improvements,
furniture,
Medium term office
leasehold equipment
Land and Construction  Plantand  and motor
Buildings in progress  machinery vehicles Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HENX
EE-Hi
HHEE WAE
THREF EEIR BERME RERAE @t
T THET THET THET THET
Cost or valuation BAD
At 1 January 2005 RZZEZRE—-A—H 79,000 3,500 128,839 10,750 222,089
Additions RE 6,154 12,708 31,702 1,814 52,378
Transfer L F 1,116 (1,116) - - -
Deficit on revaluation BHEA (1,180) = = = (1,180)
Disposals HE - = (2,380) = (2,380)
Exchange realignment ERAZ 2,210 254 4,194 248 6,906
At 31 December 2005 and RZEZHF
1 January 2006 TZA=+—-Bk
“EERF-A-A 87,300 15,346 162,355 12,812 277,813
Additions RE 1,211 13,574 8,932 1,000 24,717
Transfer L F 670 (906) - - (236)
Deficit on revaluation EffE A 484 - - - 484
Write-down of property plant WRME K5
and equipment RE - - (12,783) - (12,783)
Disposals HE (4,351) (7.723) (11,516) (1,541) (25,131)
Exchange realignment ERAE 3,446 863 7,099 422 11,830
At 31 December 2006 RZBERE
+ZA=1+-H 88,760 21,154 154,087 12,693 276,694
Analysis of cost or valuation KA ED T
At cost BAR - 21,154 154,087 12,693 187,934
At valuation &t E 88,760 - - - 88,760
88,760 21,154 154,087 12,693 276,694
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14. PROPERTY, PLANT AND EQUIPMENT

1M4.PE-BENRKE &)

(Continued)
Group S
Leasehold
improvements,
furniture,
Medium term office
leasehold equipment
Land and Construction  Plantand  and motor
Buildings in progress  machinery vehicles Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HENE
£ HH
HHAE WAE
THREF HEIR BERESE RERAE #ct
THT THT THT THT THT
Depreciation nE
1 January 2005 RZZEZRE—-A—H = = 28,305 4,175 32,480
Provided for the year ENEE 1,734 - 14,557 2,199 18,490
Write-back on revaluation B REE (1,757) = = = (1,757)
Disposals & - - (797) = (797)
Exchange realignment B 550 B 23 - 1,006 91 1,120
At 31 December 2005 RZZERF
and 1 January 2006 ‘|‘ A=+-Ak
FTRE-A—H - - 43,071 6,465 49,536
Provided for the year FNRE 1,817 = 16,748 2,265 20,830
Write-back on revaluation ERm (1,796) = = = (1,796)
Write-down of property plant W% KR
and equipment K& = = (3,634) = (3,634)
Disposals HE (56) = (4,853) (323) (5,232)
Exchange realignment ERAZ 35 = 2,155 204 2,394
At 31 December 2006 R-BEXRE
tZA=1+-H - - 53,487 8,611 62,098
Net book values RERE
At 31 December 2006 RZBERE
TEHET= 88,760 21,154 100,600 4,082 214,596
At 31 December 2005 RZZZnF
+-A=+-H 87,300 15,346 119,284 6,347 228,277




N\

72

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2006 #HZEZZZXF+-A=+—HILFE

TAK SHUN TECHNOLOGY GROUP LIMITED EERIHEBEAR QT

MBREMEE

14. PROPERTY, PLANT AND EQUIPMENT

(Continued)

The Group’s leasehold land and buildings included above
are held under the following lease terms:

M. YE-BERKRE ©)

EXmBzEERE L REFIRE
ATHEFHRKSE:

2006 2005

HK$'000 HK$'000

ZEEXREF —TTRF

FER T

Medium-term leases in Hong Kong R & 2 A HIFH 4 4,900 4,500
Medium-term leases in the PRC AR E 2z R EIFE 4 83,860 82,800
88,760 87,300

At 31 December 2006, the Group’s leasehold land and
buildings in Hong Kong were revalued on an open market
value, existing use basis, by DTZ Debenham Tie Leung Limited
("DTZ"), an independent firm of professional valuers, at
HK$4,900,000 (2005: HK$4,500,000). The resulting
revaluation surplus of approximately HK$456,000 had been
credited to the property revaluation reserve (2005:
HK$1,300,000).

At 31 December 2006, the Group’s leasehold land and
buildings in the PRC except Hong Kong were revalued on a
depreciated replacement costs basis by DTZ, at
HK$83,860,000 (2005: HK$82,800,000). The resulting
revaluation surplus of approximately HK$920,000 (2005:
HK$240,000) had been charged to the property revaluation
reserve and revaluation surplus of approximately
HK$1,361,000 had been charged to the income statement
(2005: deficit of HK$2,700,000).

Had the Group’s leasehold land and buildings in Hong Kong
and elsewhere in the PRC been carried at historical cost less
accumulated depreciation, their carrying amounts would have
been approximately HK$2,708,000 (2005: HK$2,771,000)
and approximately HK$85,614,000 (2005: HK$89,307,000),
respectively.

RZEZERNF+_A=+—H KB
NEBZHETHREFHBEIEEM
BEMTHRERTERAA ([BER
T UBERERARERARMEEZEMA
4,900,000/ 7T (ZZZ A1 4 14,500,000
Br) AEMELAZEMRBHKRD
456,000 TE ST A EEHHEHE (ZF
T HF: 1,300,000 7T) °

R-EEXE+-_A=1+—H £EK
NP (TREEE) et REF
HEERITUNMEEERAEESEA
83,860,000/ T (= & T A F
82,800,000/ 7T) - A E A E £ 2 B
920,000 7T (=& = f F : 240,000/
T)EFAVEEHH#E EHRS
#91,361,0008 LEGF AR ER (ZEF
T4 E4E2,700,000% 7T) ©

WEEBREERTREMbE 2 HE L+
HREFUNELKARBFTITEYER:
AlEEEELH REF 2 REESD AL
£ 2,708,000 5t (ZZE T A F
2,771,000 7T ) & 49 7485,614,0007% T
—EZT FH4:89,307,000/87T) °
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15. INVESTMENTS IN SUBSIDIARIES 5. AMB AR ZRE
Company
|
2006 2005
HK$000 HK$'000
—BBEAE _—TTEF
T FHBIT
Unlisted shares, at cost JE LMD TR AE 81,159 81,159

AARBZRBEERRBAEZEK
S RBARZEHREER 28
REEEEERR -EU () HEBA
AZEEFeR L RAEROE A FE

The balances due from/(to) subsidiaries included in the
Company'’s current assets and current liabilities are unsecured,
interest-free and repayable on demand. The carrying amount
of these amounts due from/(to) subsidiaries approximate to

their fair value.

Particulars of the principal subsidiaries are as follows:

TEMBRRZFHBET:

Nominal
Place of value of
incorporation/ paid-up share/ Percentage of equity
establishment registered attributable to Principal
Name and operations capital the Company activities
Direct Indirect
3 L) R A BARA DA A
DEEH REXBE EXHE BREBD TEEK
B E:
E-Today Technology British Virgin Islands Ordinary 100 - Investment holding
Limited (“E-Today") REBREZHE Us$600 % B
EE R
6003 7T
Deji Electronic Co., Ltd. PRC HK$10,200,000 - 100 Manufacture and
Putian County, Fujian H 10,200,000 7T sales of electronic
("Deji Electronic”) products
(Note 1) HERHEE
ERAEHEER EfEMm
EFERAA
([EEEF]) (K1)
Putian Dexing PRC HK$100,186,635 - 100 Manufacture and
Electronic Co., Ltd. ] 100,186,635/ 7T sales of electronic

(“Putian Dexing”)
(Note 2)

BHEEEFARAA

(rEmEiEl)
(Kfix2)

products
SUENHE
EfEm
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15. INVESTMENTS IN SUBSIDIARIES (Continued)

15. RMB AR ZRE (&)

Nominal
Place of value of
incorporation/ paid-up share/ Percentage of equity
establishment registered attributable to Principal

Name and operations capital the Company activities

Direct Indirect
FMRL KL BERRA M DR EM
NCIER REE Y EXEE [Nl TEEHR
H#E %

Putian Derong PRC HK$60,601,000 - 100 Manufacture and
Electronic Co., Ltd. H 60,601,0007 7T sales of electronic
("Putian Derong”) products
(Note 3) SUENHE

BEHELRETFERAA BFEMD
([FHAEER])

(Kf73)

Zhejiang Yiwu Dexing PRC US$7,281,429 = 100 Inactive
Electronic Co., Ltd. H 7,281,429 T TmeEE
("Zhejiang Yiwu")

(Note 4)

MIBEGREEE
BR2A
(mrssl)

(Ktit4)

Tak Shun (Lam’s) Hong Kong Ordinary HK$2 = 100 Investment holding
Company Limited &5 Non-voting deferred and distribution
("Tak Shun Lam”) HK$10,000 (Note 5) of electronic

= (HK) BRAF TRER2B T products
([Tak Shun Lam]) ERERELER REERE D

10,0007 7T EFEm
(Hf7£5)

Advance Display Hong Kong HK$10,000 100 Sales of Liquid
Technology Limited & 10,0007 7T Crystal Display

BIRBETRMARA A products

HERME
BREMD

Tak Shun (Lam’s) Macao Macau MOP500,000 - 100 Distribution of

Commercial Offshore ! 500,0008 [ #& electronic products

Limited
B (MEK) BFEE=
HEREBR QA

AHEFEM
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15. INVESTMENTS IN SUBSIDIARIES (Continued)

Note 1: Deji Electronic is a Sole Foreign Investment Enterprise
established in the PRC for an operating period of 20 years
commencing from its date of establishment on 27 April
1992. The registered and paid-up capital of Deji Electronic
amounted to HK$10,200,000.

Note 2: Putian Dexing is a Sole Foreign Investment Enterprise
established in the PRC for an operating period of 50 years
commencing from its date of establishment on 18 May
1998. The registered capital of Putian Dexing amounted
to HK$206,480,000, of which HK$100,186,635 was paid
up by the Group as at 31 December 2006.

Note 3: Putian Derong is a Sole Foreign Investment Enterprise
established in the PRC for an operating period of 50 years
commencing from its date of establishment on 29 April
2001. The registered of Putian Derong amounted to
HK$63,000,000, of which HK$60,601,000 was paid up by
the Group as at 31 December 2006.

Note 4: Zhejiang Yiwu is a Sole Foreign Investment Enterprise
established in the PRC for an operating period of 30 years
commencing from its date of establishment on 28
November 2003. The registered capital of Zhejiang Yiwu
amounted to US$9,950,000 (equivalent to HK$77,610,000)
of which US$7,281,429 (equivalent to HK$56,780,000)
was paid up by the Group as at 31 December 2006.

Note 5: The non-voting deferred shares carry no rights as to
dividends, no rights to attend or vote at general meetings
and no rights to receive any surplus in a return of capital
in a winding-up (other than the nominal amount paid up
or credited as paid-up of the non-voting deferred shares,
after a sum of HK$1,000,000,000 per ordinary share has
been distributed to the holders of the ordinary shares of
Tak Shun Lam in such winding-up).

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

The above table lists the subsidiaries of the Company, which,
in the opinion of the directors, principally affected the results
for the year or formed a substantial portion of the net assets
of the Group. To give details of other subsidiaries would, in
the opinion of the directors, result in particulars of excessive
length.

1I5. RHBARZRE (#)

BfaET -

HfaE2:

HfaE3:

Kfat4:

Bt a5 -

EEBEFARFTEKIZBEIINE
BEC¥E BA— WAL ZFWNA=-+
+tHRM A HREEFH A20F -
EBEET2EMEBRELRA
10,200,000/ T °

EHEEARBREAKY 2 BEIINE
BECE - B—AANERA TN
BRY AHREEFH BS50F -5
& E 2 & &K %&206,480,000
77T % 100,186,635 T2 A —
EERNF+_A=+—"HHEEX
fif o

BHAELENPEKY ZBEIINE
REGCE B-ZTEZT—FHA=-+
NBRM A HREEFH A50F -
BHEEZFME A E63,000,000
/%713 EEP60,601,000/%7EE:75<\—_7
EXRE+-_A=+-—HHEERX
o

HIERSAERPREXRIZBE
INERELE AZTT=F
+—A=-+\BE B HREEF
HA3FE -HIEBZEME
AN A& 9,950,000% st (4 & R
77,610,000/ T ) o & 7,281,429
%7t (& 156,780,000/ 7T) B
R RF+RA=+T—HH&EH
Ao

4 15 22 R R JE PR D 4 BT A5 R AR B
ZEE*' MERLFERERE RN
SR ERERESERRBEENE
ERREER A% (BRIEEBBE
Tak Shun LamE @B 2B A2
BRI 9K 1,000,000,0007% 7T
2 FIE% B A W E 2 &k A BRI
EBRBRR 2 ERERECERKR ZE
&) -

Rz IIEEIN 7BA¢FE$Z¢WT£TEJE%F‘§E
EREBESWNEA

EERR LRAEHZARMBRE

HAFREXEBRNIEZEAHEEE
EFEZIERD -BEFRS TIEEM
MEBARZHFAEHNESABRIT

Eo
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16.

17.

INVENTORIES 16. 7 &
Group
£5
2006 2005
HK$’000 HK$'000
“®BAE -TTHF
FHEx FHE T
Raw materials Rk 39,268 49,595
Work in progress £ 3 m 14,558 20,500
Finished goods RIFK an 54,605 104,765
108,431 174,860

Included in above, none of work in progress (2005:
HK$3,358,000) and finished goods of approximately
HK$14,250,000 (2005: HK$50,997,000) are carried at net
realisable value.

TRADE RECEIVABLES

NWEARBRERERR (ZZEZTHF:
3,358,000 7t ) A B IE R K @ 4
14,250,000% ot ( — T T H F :

50,997,0005% 7T ) * ¥ LA A]
EEO

17. ERE ZER1E

%35 &3]

2006 2005

HK$'000 HK$'000

—BBARF _—TTHEF

F#& T F%& T

Trade receivables U E S ER1E 99,771 92,163
Less: Allowance for bad R EINE 5 ERI1E

and doubtful RIBBREE
trade receivables (1,157) (1,263)
98,614 90,900

The Group normally allows credit terms ranging from 30 to
90 days to its customers.

EE-—RETEF30EVHZEER-
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17

18.

. TRADE RECEIVABLES (Continued)

An aging analysis of the trade receivables net of allowance
for bad and doubtful trade receivables as at the balance sheet
date, based on the date of recognition of the sale, is as

17.ERE ZERE (&)

RBHEERBHME D 2 EE R EK
B HRA (N RN E S RERE R

) 2Bk DT

follows:
2006 2005
HK$’000 HK$'000
—EEXEF —EFERF
TET FTET
1-30 days 1-30H 41,277 45,457
31-60 days 31-60H 29,375 25,944
61-90 days 61-90H 16,938 13,726
Over 90 days 90H KA E 11,024 5,773
98,614 90,900

The fair values of the Group’s trade receivables at 31
December 2006 approximated to the corresponding carrying
amounts.

TRADE PAYABLES

An aging analysis of the trade payables as at the balance
sheet date, based on the receipt of goods purchased is as

18.

SER_ZEERFT_RA=1T—HZE
WEZERBEZ A FEZOEEERZER

He
BN ESRE

RIEFMBE ZEMRZBEBME D 2&E
BARNESREZRESTOT:

follows:
2006 2005
HK$'000 HK$'000
—BBARF _—TTHEF
TH&T FET
1-30 days 1-30H 20,410 26,450
31-60 days 31-60H 16,390 16,897
61-90 days 61-90H 4,904 8,468
91-180 days 91-180H 4,674 9,087
Over 180 days 1808 KA £ 9,818 6,355
56,196 67,257

The fair values of the Group’s trade payables at 31 December
2006 approximated to the corresponding carrying amounts.

SER_ZEERFT_RA=1T—HZE
NEZERBEZ AFEZOEEEZER

B
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19. INTEREST-BEARING BANK LOANS

19.5 BERITER

Group
- |

2006 2005
HK$'000 HK$'000
—EEAE —TTHE
FE T FB T
Secured bank loans BEBETER = 17,003
Unsecured bank loans EIMFIRITER 50,000 83,333
50,000 100,336

The above amounts bear interest at prevailing market rates
and are repayable as follows:

L SBERRTMG ARG WA
RATFHEER

2006 2005
HK$'000 HK$'000
—EEXREF —TTRF
FET FHET
Within one year —FR 33,333 50,336
In the second year E_F 16,667 33,333
In the third to fifth years inclusive B=FEZFHF (BIEEEMF) - 16,667
50,000 100,336

Less: Amounts due within MBI AERT —FA

one year shown under FE 2 BRIE

current liabilities (33,333) (50,336)
16,667 50,000
All bank loans are variable-rate borrowings which carry FERTERAREREBE KAT1%
interest ranging from 4.71% to 5.66% (2005: 1.53% to E566%MEFB (ZTTRHE: FFR

5.86% per annum) of which approximately HK$13,333,000
(2005: HK$20,000,000) as at 31 December 2006 was hedged
by using floating-to-fixed interest-rate swap. Such interest-
rate swap has the economic effect of converting the bank
loan from floating rate to fixed rate.

The unsecured interest-bearing bank loans were guaranteed
by the Company and certain of its subsidiaries.

The directors consider that the carrying amount of bank
borrowings is approximated to their fair values.

5153%%586%) EFR_TTNF
+=—B=+—H2213,333,0008 7T (=
T T A 20,000,000 7T) JHERAES
FETEEBXRER AL R -AAFNE
HMHERTERATEEAEER B

ﬁ.;}zg«( ;’LM /\o

BEERAEBRTERARAREETH
BARRRHEER

EEZRARTEENREERED
Ao

/ N
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19.

20.

21.

INTEREST-BEARING BANK LOANS (Continued)

The Group’s borrowings that are denominated in currencies
other the functional currencies of the relevant group entities
are set out below:

19.

SFERITER (&)

NEBKREERBZINEEENINZER
IEZ SEfEEFINMT

2006 2005

HK$000 HK$'000

—BBARF _—TTHEF

FHT FHIT

As at 31 December Rt+tZ-—A=+—8H = 17,003
PLEDGE OF ASSETS 20. EE K

At the balance sheet date, none of property, plant and
equipment (2005: HK$42 million) were pledged to secure
the Group’s banking facilities.

FINANCIAL INSTRUMENTS - RISK
MANAGEMENT

The Group is exposed through its operations to one or more
of the following financial risks:

e Credit risk

e Currency risk

e Interest rate risk

e Liquidity risk

e Fair values of financial assets and financial liabilities

Policy for managing these risks is set by the directors of the
Group. The policy for each of the above risks is described in
more detail below.

21.

REEBTEDE BEREECDIKE
EEBMBTRECEKBE (ZETRHF:
42,000,000/ 7T) ©

TRIAE-EARER

SE 2 ZBEAETI —HA LAY
[ B -

e FERAR
° »(bdl_.-%(}—l‘A
© %J$}_ll/~/\

e RBASEAR
e TREENERABIATE

SEEEHERREEZSAR-
BHEER 2 BRFBEHER T



N\

80

TAK SHUN TECHNOLOGY GROUP LIMITED

NOTES TO FINANCIAL STATEMENTS

BEMREEARAF

MBREMEE

YEAR ENDED 31 DECEMBER 2006 #HZEZZZXF+-A=+—HILFE

21. FINANCIAL INSTRUMENTS - RISK
MANAGEMENT (Continued)

(a)

(b)

Credit risks

The Group’s maximum exposure to credit risk in the
event of the counterparties failure to perform their
obligations as at 31 December 2006 in relation to each
class of recognised financial assets is the carrying
amount of those assets as stated in the consolidated
balance sheet. The Group reviews the recoverable
amount of each individual trade receivable at each
balance sheet date to ensure that adequate impairment
losses are made for irrecoverable amounts. In this
regard, the directors of the Company consider that the
Group’s credit risk is significantly reduced.

The Group has no significant concentration of credit
risk by any single debtor, with exposure spread over a
number of counterparties and customers.

Bank balances are placed in various authorised
institutions and directors of the Company consider the
credit risk for such is minimal.

Currency risk

Several subsidiaries of the Company have foreign
currency sales, which expose the Group to foreign
currency risk. Certain bank balances, pledged bank
deposit and trade receivables of the Group are
denominated in foreign currencies. The Group currently
does not have a foreign currency hedging policy.
However, the management monitors foreign exchange
exposure and will consider hedging significant foreign
currency exposure should the need arises.
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21. FINANCIAL INSTRUMENTS - RISK
MANAGEMENT (Continued)

(c)

(d)

(e)

Interest rate risk

The Group’s interest-rate risk arises from long-term
borrowings. The Group does not have policy to maintain
a specific level of its borrowings in fixed rate instruments
since the board accepts that this neither protects the
Group entirely from the risk of paying rates in excess
of current market rates nor eliminates fully cash flow
risk associated with interest payments. However, the
Group makes use of interest rate swaps to achieve the
interest rate profile that it considers an appropriate
balance of exposure to these risks is achieved.

Liquidity risk

Internally generated cash flow and bank loans are the
general sources of funds to finance the operations of
the Group. Part of the Group’s banking facilities are
subject to fixed interests rate and are renewable
annually. The Group liquidity risk management includes
making available standby banking facilities and
diversifying the funding sources. The Group regularly
reviews its major funding positions to ensure it has
adequate financial resources in meeting its financial
obligations.

Fair values of financial assets and financial
liabilities

The fair values of financial assets and financial liabilities
reported in the balance sheet of the Group and the
Company approximate their carrying amounts.

1. €T E-RRERE &)

(c)

(d)

(e)
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22. DEFERRED TAXATION

The following are the major unprovided deferred tax assets

22 EERHIEBEEE

NTREERFRAZEBERBRBELN

by the Group and movements thereon during the year. BEEREESH:
Difference
between
depreciation
and tax Estimated
allowances tax losses Total
HK$'000 HK$'000 HK$'000
wEE
HeHE i 5T B 1%
ZEH B8 et
FET FET FHETT
At 1 January 2005 R—ZEZERF—A—H 538 - 538
Movement for the year FNEE (79) = (79)
At 31 December 2005 N_ZETRHF
+=ZA=+—8 459 - 459
Movement for the year FRNEE) (478) 508 30
At 31 December 2006 R=BBBAXEF
+=—HA=+-—-H (19) 508 489

No provision for deferred tax had been made as the Group
did not have any significant unprovided deferred tax assets

in respect of the year (2005: Nil).

45 830 4 O 3 4 1) B K R S8 IR ST
YA 7 O B B R A (—
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23.SHARE CAPITAL 23. [
Number of
Shares shares Share capital
HK$'000
v iR 12 & B Bg 2
FAET
Ordinary shares of HK$0.01 each #®REE0.01E Tz AR
Authorised: ETE
At 1 January 2005, W—ZEThE—-—H—R"
31 December 2005 and 2006 —EThERZTERF
+=-—A=+—8 4,000,000,000 40,000
Issued and fully paid: EETRHRE:
At 1 January 2005 and RZEZTERE—H—ARK
31 December 2005 —EERF+ZRA=+—H 1,440,004,800 14,400
Issue of Offer Shares (Note 1) BITBRERND (Fat1) 576,001,920 5,760
Issue of Placing Shares (Note 2) BITRERND (MfF2) 288,000,000 2,880
At 31 December 2006 R-EEXE+=-HA=+H 2,304,006,720 23,040

Notes:

The movements in the ordinary share capital during the year ended
31 December 2006 are as follows:

Note 1: Upon the completion of open offer on 17 October 2006,
the Company issued and allotted 576,001,920 shares of
HK$0.01 each in the share capital of the Company (“Offer
Shares”) at a price of HK$0.05 each on proportion of two
offer shares for every five shares. The gross proceed from
open offer before issue expenses amounted to
approximately HK$28.8 million.

All offer shares issued ranked pari passu in all respects
with the existing ordinary shares of the Company.

My it

BE_ZZRF+_A=+—HIFEZY
BRAZEFHMT

HraET

REZZERF+A+EHERAR
BER AR AEAR0.058 T 2 Bi%
e ARG 7] EERAR SRR
2 Lt 8% 77 I B2 %5 576,001,9208%
Aa AR FHO0.01E T2 KD
([BERG]) BRETHIAMZA
HEEMBREBEELNA

28,800,000/% 7T, °

BERTHERNESTEER
AZRBEBRZEERSFMHA-
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23. SHARE CAPITAL (Continued)

Note 2:

Note 3:

Upon the completion of placing of new shares under
general mandate on 8 November 2006, the Company
issued and allotted 288,000,000 shares of HK$0.01 each
in the share capital of the Company (“Placing Shares”) at
a price of HK$0.089 per share. The gross proceed from
placing of new shares before issue expenses amounted to
approximately HK$25.6 million.

All new shares issued ranked pari passu in all respects
with the existing ordinary shares of the Company.

On 22 December 2006, the Company entered into a
placing agreement with the placing agent in connection
with the placing, on fully written basis, to place
460,800,000 placing shares of the Company a price of
HK$0.215 each under general mandate, which was granted
to the directors pursuant to the resolution of passed by
extraordinary meeting held on 18 December 2006. The
placing was completed on 9 January 2007. The result of
placing was disclosed as post balance sheet event in note
30(a) to the financial statements.

23. R (&)

Kfat2:

HfaE3:

R=ZZFEXFE+—ANBRE—%K
WK EFRE  RRUETKR
0.0897% T 2 B #& % 7 & 2 %
288,000,000% A Al i A< R &% 0.01
Bz ([BRERM]) -BRETT
Az RENMRMERBERL
/225,600,00078 T °
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REEBERFAEREMMA-

R-BETZXF+-_A=-+=-H 2
AEEEREBIVEEHE A
EEBRE —RERENEHDIEEE
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BRECE M EB0.2158 L % —
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24.NOTES TO CONSOLIDATED CASH FLOW
STATEMENT

Disposal of subsidiary companies

During the year, the Group disposed of its subsidiaries, Tak
Shun Shares Limited, which owned 100% interest in Putian
Defeng Electronic Co., Ltd (“Shares Group”) and Tak Shun
Electronic Development Limited, which owned 100% interest
in Dexin (Henan) Electronic Co., Ltd (“Development Group”),
to two independent unconnected parties respectively. The
aggregate net assets of Shares Group and Development
Group disposed were as follows:

2. mEBERERKE

HEME 2R

FRNAEEDRHEEMBARRE
BOERAR] (HEFHEEETE
Ramll (TP EE]) 2100%#) Rk
(BEETHERERAA] (BBARE
Clm) BEFERAR ([BHREE]) 2
100%# ) TRABIIFBEAL B
HEZBROEEREREB 2 EEFE
BRI

2006
HK$' 000
—EEARE
FER
Aggregate net assets disposed REEBBHZELE
at date of disposal: mEEFE:
Property, plant and equipment ME BERERE 23,953
Inventories FE 2,481
Trade receivables W E 5 BRI 2,637
Cash and cash equivalents RekReEEIEE 2,323
Prepayment, deposits and other receivables TERTRRIE 5] & K H i fE e FkIE 303
Other current assets H w8 & &= 156
Trade payables ERE SR (438)
Other payables H b JlE - 5K I8 (1,033)
Other non-current liabilities HthERBEE (13,731)
16,651
Loss on disposal HEZEE (1,351)
Total consideration BmRE 15,300
Satisfied by: USRI
Cash R&e 2,000
Deferred consideration EERE 13,300
15,300
Net cash inflow arising on disposal: PEEEZRESRAFE:
Cash consideration ReRE 2,000
Cash and cash equivalents disposed of EHERERREEEIER (2,323)

(323)
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25. SHARE OPTION SCHEME

The Company operates a share option scheme (the “Option
Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the success
of the Group’s operations. Eligible participants of the Option
Scheme include the Company’s directors, including
independent non-executive directors, other employees of the
Group, suppliers of goods or services to the Group, customers
of the Group, any person or entity providing research,
development or other technological support to the Group,
and any other person or entity determined by the directors
as having contributed or may contribute to the development
and growth of the Group. The Option Scheme became
effective on 18 September 2001 and, unless otherwise
cancelled or amended, will remain in force for 10 years
from that date.

The maximum number of unexercised share options currently
permitted to be granted under the Option Scheme is an
amount equivalent, upon their exercise, to 10% of the shares
of the Company in issue at any time. At 31 December 2006,
the number of shares issuable under the share options to be
granted under the Option Scheme was approximately
230,400,672, which represented 10% of the Company's
shares in issue as at that date. The maximum number of
shares issuable under share options to each eligible
participant in the Option Scheme within any 12-month period
is limited to 1% of the shares of the Company in issue at
any time. Any further grant of share options in excess of
this limit is subject to shareholders’ approval in a general
meeting.

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

25. B IR REEH A

NARABRETS ([BETE )
RUERBMOENEEESEXERER
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25. SHARE OPTION SCHEME (Continued)

The offer of a grant of share options may be accepted within
21 days from the date of the offer, upon payment of a
nominal consideration of HK$1 in total by the grantee. The
exercise period of the share options granted is determinable
by the directors, and commences after a certain vesting
period and ends on a date which is not later than 10 years
from the date of the grant of the share options.

The exercise price of the share options is determinable by
the directors, but may not be less than the highest of (i) the
closing price of the Company’s shares as stated in the Stock
Exchange’s daily quotations sheet on the date of the offer
of grant, which must be a trading day; (ii) the average closing
price of the Company’s shares as stated in the Stock
Exchange’s daily quotations sheet for the five trading days
immediately preceding the date of the offer of the grant;
and (iii) the nominal value of the Company’s shares.

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

25. R RESTE ()

FHBEhgzga2ARNEHBREES
Z BHEF 21 A R A AR ATAE
MR AKX BT BEZRE-AEY
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25. SHARE OPTION SCHEME (Continued)

The following share options were outstanding under the

25. B R REHE (&)

FARIEREBRAER & HARTTEZBR

Option Scheme during the year: W
Number of share options
Date
Name or At 1 Granted  Exercised Cancelled Adjustment At 31 of grant Exercise Exercise
category of January during during During  for open December of share period of  price of share
participant 2006  theyear  theyear  The year offer * 2006 options ' share options options *°
HKS
BREHA
R-2BRE
2HEERS RZZBRE RABE TZhF RUEBRE BRE
HE R —-A-B FRERE FREAHRK FACHH RAER =t+-H B BRECEHR fTEE:
B
Other employees
HitES
In aggregate 3,930,000 - - (742,930) 702,530 3,889,600 3/1/2005 24/1/2005 to 0.2814
At 25/1/2010
5,895,000 - - (1,114,395) 1,053,795 5,834,400 3/1/2005 24/1/2006 to 0.2814
25/1/2010
7,860,000 - - (1,485,860) 1,405,060 7,779,200 3/1/2005 24/1/2007 to 0.2814
25/1/2010
9,825,000 - - (1,857,325) 1,756,325 9,724,000 3/1/2005 24/1/2008 to 0.2814
25/1/2010
11,790,000 - - (2,228,790) 2,107,590 11,668,800 3/1/2005 24/1/2009 to 0.2814
25/1/2010
39,300,000 - - (7,429,300) 7,025,300 38,896,000
(1) The vesting period of the share options is from the (1) BEBREzEBEHADEREBHER
date of the grant until the commencement of the ZTE RSB I
exercise period.
(2) The exercise price of the share option is subject to (2) BEEZITEENRLERLLETT

adjustment in the case of a capitalisation issue, rights
issue, sub-division or consolidation of the Company’s
shares or reduction of the Company’s share capital.

HE RAIRDAH A HE AT

B AN HI BT AT 2
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25. SHARE OPTION SCHEME (Continued)

(3) The number of share options and exercised price had
been adjusted following the completion of open offer.

These fair value of the share options granted on 3
January 2005 was calculated using the Black-Scholes
pricing model. The inputs into the model were at the
date of grant of options as follows:

25. R RESTE ()

(3) BREBRTEBRRERANRE
BEfEEE-

ZEN-FERT - A=ARMY
AR 2 A YR [0 5 —
SR R AT e R
BIRAEY BT E R AR
EHHMT

3 January 2005

—ZEZTRF—A=A
Weighted average share price IniEFHRE $0.31
Exercise price TEE $0.342
Expected volatility T8 51 18 41.94%
Expected life (year) TEFTEAMR (4F) 5
Risk-free rate 2 = e ) =R 4%
Expected dividend yield TEET R B & 0%
Employee exit rate pre-vesting BEAESBRX 10%

Expected volatility was determined by using the historical
volatility of the Company’s share price over the previous 1
year. The expected life used in the model has been adjusted,
based on management’s best estimate, for the effects of
non transferability, exercise restrictions and behavioral
considerations.

The Group recognised the total expense of HK$802,000 for
the year ended 31 December 2006 (2005: HK$1,964,000)
in relation to share options granted by the Company.

At 31 December 2006, the Company had 38,896,000 share
options (2005: 39,300,000 share options) outstanding under
the Option Scheme. The exercise in full of the outstanding
share options would, under the present capital structure of
the Company, result in the issue of 38,896,000 additional
ordinary shares of HK$0.01 each of the Company and
additional share capital of HK$388,960 (2005: HK$393,000)
and share premium of approximately HK$10,556,000 (2005:
HK$13,048,000) (before share issue expenses).

T £ 0 T K18 2 B IR B R IR 1 — 4 9
2 B SR IR o 5 IR A 1T B R A
RITAEETE RESEEL HER
S pARER Y FER s B EHE
fEit AR

HE-_ZTZNE+-_F=+—HItF
E SERAARARIBERERRAZA
f & A802,000 L (ZTET A F:
1,964,0005 7T ) °

R-ZEEXNE+_A=1+—H8 RIEE
BREFTSE M ATEZBEBRES
38,896,000 (=== F £ :39,300,000
) ARBAR BRI ZEAREE  ME H
RITEE 2 IR EE R BT B RE NG
738,896,000/ B R EE0.01EB T Z &
AR TR AR FT TR B X AT 2 8B A
A% AN #) 388,960 5t (— T T H
F : 393,000 ) R K D& B
#3 10,556,000% T (= & T A
£: 13,048,000/ 7T ) °
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26. RESERVES 26. f# &
Company AT
Share
Share options Retained
premium  Reserve profits Total
Notes HK$'000 HK$'000 HK$'000 HK$'000
Note 1
304
fif I 13 4 18 EREE REERA &5t
THET TET TET THT
Ft et
At 1 January 2005 RZZEZRF
—HA—H 113,665 - 24,402 138,067
Employee share option EEERERT
benefits - 1,964 - 1,964
Profit for the year RE E i - - 25,544 25,544
At 31 December 2005 and RZZEZRF
1 January 2006 +=—A=+—8
RZZERF
—H—H 113,665 1,964 49,946 165,575
Employee share option EEBRERN
benefits - 802 - 802
Premium on issue BIOTRERMERE
of Offer Shares 23(1) 22,039 - - 22,039
Premium on issue BIRERMEE
of Placing Shares 23(2) 22,183 - - 22,183
Loss for the year - - (1,568) (1,568)
At 31 December 2006 R=FFRF
+=ZHA=+-—-H 157,887 2,766 48,378 209,031
Note 1: Hfatt:

The share premium of the Company represents: (i) the excess of
the then combined net assets of the subsidiaries acquired pursuant
to the Group Reorganisation over the nominal value of the share
capital of the Company issued in exchange therefor; (ii) the premium
utilised as a result of the capitalisation issue and bonus issue of
shares of the Company; and (iii) the premium arising from the new
issue of shares of the Company.

REZBREERRE (RESEEAKEZ
MBARER ZAHEEFEBLRARR
BMEMBEMBETZRAEMEZZRE: (VH
BEARCBITRBTARMBA Z%EE  Kii)
RAIBEENMREE 2 HE-
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26. RESERVES (Continued)

27.

Note 1: (Continued)

In accordance with the Companies Law (Revised) of the Cayman
Islands, the share premium is distributable to the shareholders of
the Company provided that immediately following the date on which
the dividend is proposed to be distributed, the Company will be in
a position to pay off its debts as they fall due in the ordinary
course of business. The share premium may also be distributed in
the form of fully paid bonus shares.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities
at the balance sheet date.

At 31 December 2006, the Company had provided corporate
guarantees to the extent of HK$70 million (2005: HK$144.8
million) to banks for banking facilities granted to certain
subsidiaries. The extent of such facilities utilised by the
subsidiaries at 31 December 2006 amounted to
approximately HK$50.7 million (2005: HK$100.3 million).

26. % 1E (&)

27.

Kzt (&)

RERASHERRE (BEFT) 2HE - K
fE B A 2k T A BIRER - HEEREELRE
DIkE - RRIRREEN BB EBKBIZH I
FERS 2 B - BRin s ERR IR Al AR AL 2
AR °

HREE

SENGEERAYEEMNEARARERE-

RZEBEEXNF+_A=+—H8 28
ETHBARER ZRITEERRITRE
#£ 70,000,000 5t (Z T T 1 F
144,800,000 7T) 2 RElER- N ZF
ERFE+_A=+—H ZSHBITEE
BB~ 7 8) A 4950,700,0007% 7T (=
T T FH 4 100,300,000 7T) °
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28. OPERATING LEASE ARRANGEMENTS

The Group leases certain leasehold land and buildings under
operating lease arrangements. The original lease terms for
these leasehold land and buildings ranged from one to two
years.

At 31 December 2006, the Group had commitment for future
minimum lease payments under non-cancellable operating
leases falling due as follows:

28. REHN T HE

SEREEEMOLHEESTHEL
whigF - ZEHETHREFZRE
HOFEN T —FE2MEF-

RZZEERF+_A=+—RH £BR
THFEHMARERZ T A BEKEHEOZ
ARKERSMFOREERNT

Group
58

2006 2005

HK$'000 HK$ 000

—BEARF —ZEThF

FE T FHETT

Within one year —FR 269 155
In the second to fifth years, E_EZFRAF (PEEEMTE)

inclusive - 123

269 278

The Company did not have any operating lease arrangements
as at 31 December 2006 (2005: Nil).

R-ZBEERF+_A=+—H A
ELMEERNLTHE (CEZRF E) -
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29. COMMITMENTS

(a) The Group had the following commitments in respect

29. & IE

() SERGEERREYE BEIR

of its property, plant and equipment as at the balance W2 EEMT:
sheet date:
Group
£8
2006 2005
HK$'000 HK$'000
—EEXRE —EThHEF
FERT FAT
Contracted for but not BRI HEREE:
provided in:
Leasehold land HELTHRESF
and buildings 1,234 21,610
Plant and machinery [ 55 T # 8% = 1,334
1,234 22,944

(b) At 31 December 2006, the Group had contracted
commitments in respect of capital investments in the
PRC subsidiaries amounting to approximately
HK$129,522,000 (2005: HK$206,658,000). Details of
which were disclosed in note 15 to the financial
statements.

The Company did not have any significant commitment as
at 31 December 2006 (2005: Nil).

by RZZEEAF+_A=+—H'%
BT ENE AR ERREE
B2 BRI #EIER /129,522,000
Bt (ZE TR F:206,658,000/8
TT) o FEIB R B A IR R PR 15 o

RAR_EERFT _A=1t—BUAE
ETMEXREAE (ZFTZTRF E) -
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30. POST BALANCE SHEET EVENTS

The following events occurred subsequent to 31 December,
2006 up to the date of approval of these consolidated
financial statements by the Board of Directors:

(a)

On 9 January 2007, the placing of new shares of the
Company, as mentioned in note 23 (Note 3) to the
financial statements, was completed and 460,800,000
new shares were issued and allotted at placing price of
HK$0.215 per share (“Placing price”). The gross proceed
from open offer before issue expenses amounted to
approximately HK$99.1 million. The Placing price
represents a discount of approximately 14.68% on the
closing price of HK$0.245 per share on 18 December
2006, the last trading date immediately before the
announcement of the Placing.

On 6 February 2007, the Company entered into a
placing agreement with the placing agent in connection
with the private placing, on fully written basis, to place
up to 552,000,000 listed warrants in registered form
to subscribe for shares in the capital of the Company
at an issue price of HK$0.0455 per warrant (“Private
Placing”). Pursuant to an ordinary resolution passed at
an extraordinary general meeting (“EGM) of the
Company held on 19 March 2007, the shareholders
approved the Private Placing. The 552,000,000 shares
to which the 552,000,000 warrants relate, upon full
exercise, represent approximately 19.97% of the issued
share capital of the Company as at the date of EGM
approving the Private Placing. The result of the placing
will be announced by the Company in due course.

On 19 March 2007, pursuant to an ordinary resolution
was passed at the EGM, the authorized share capital of
the Company was increased from HK$40,000,000
divided into 4,000,000,000 Shares to HK$200,000,000
divided into 20,000,000,000 Shares by the creation of
an additional 16,000,000,000 unissued shares.
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31. CRITICAL ACCOUNTING JUDGEMENTS 31.ERESTHE R AT ITEE

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting policies
which are described in note 2, management has made the
following judgments that have significant effect on the
amounts recognised in the financial statements. The key
assumptions concerning the future, and other key sources
of estimation uncertainty at the balance sheet date, that
have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next
financial year, are also discussed below.

Impairment loss on loans and receivables

The policy for impairment of loans and receivables of the
Group is based on the evaluation of collectability and aging
analysis of the loans and receivables and on management’s
judgment. A considerable amount of judgment is required
in assessing the ultimate realisation of these loans and
receivables, including the current creditworthiness and the
past collection history of each customer. If the financial
conditions of customers of the Group were to deteriorate,
resulting in an impairment of their ability to make payments,
additional impairment may be required.

Write-down of inventories to net realisable value

The management of the Group reviews an aging analysis at
each balance sheet date, and makes provision for obsolete
and slow-moving inventory items identified. The management
estimates the net realisable value for such inventories based
primarily on the latest invoice prices and current market
conditions. The Group carries out an inventory review at
each balance sheet date and makes provision for obsolete
items.
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31.

32.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Allowances for bad and doubtful debts

The policy for allowance of bad and doubtful debts of the
Group is based on the evaluation of collectability and aging
analysis of accounts and on management’s judgment. A
considerable amount of judgment is required in assessing
the ultimate realisation of these receivables, including the
current creditworthiness and the past collection history of
each customer. If the financial conditions of customers of
the Group were to deteriorate, resulting in impairment of
their ability to make payments, additional allowances may
be required.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform
with current year presentation.
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