NOTES TO THE ACCOUNTS

GENERAL INFORMATION

World Trade Bun Kee Ltd. (the “Company”) and its
subsidiaries (collectively the “Group”) is principally
engaged in trading of construction materials, mainly pipes

and fittings.

The Company is a limited liability company incorporated
in Bermuda. The address of its registered office is Canon’s
Court, 22 Victoria Street, Hamilton HM 12, Bermuda. The
Company has its primary listing on The Stock Exchange
of Hong Kong Limited.

These consolidated accounts are presented in thousands
of units of Hong Kong dollars (HK$’000), unless otherwise
stated. These consolidated accounts have been approved
for issue by the Board of Directors on 16th April 2007.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The principal accounting policies applied in the preparation
of these consolidated accounts are set out below. These
policies have been consistently applied to all the years

presented, unless otherwise stated.

(a) BASIS OF PREPARATION

The consolidated accounts of World Trade Bun Kee
Ltd. have been prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRS”).
The consolidated accounts have been prepared under
the historical cost convention, as modified by the
revaluation of financial assets and financial
liabilities at fair value through profit or loss and
investment properties, which are carried at fair

value.
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NOTES TO THE ACCOUNTS
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

(a) BASIS OF PREPARATION (continued)

The preparation of accounts in conformity with
HKFRS requires the use of certain critical
accounting estimates. It also requires management
to exercise its judgement in the process of applying
the Group’s accounting policies. The areas involving
a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to

the consolidated accounts, are disclosed in Note 4.

(i)  Standards, amendments and interpretations
effective in 2006 but not relevant for the
Group’s operations

The following standards, amendments and
interpretations are mandatory for accounting
periods beginning on or after Ist January
2006 but are either not relevant or not have
significant impact to the Group:

. HKAS 19 Amendment — Actuarial
Gains and Losses Group Plans and
Disclosures;

. HKAS 21 Amendment - Net

Investment in a Foreign Operation;

. HKAS 39 Amendment — Cash Flow
Hedge Accounting of Forecast

Intragroup Transactions;

. HKAS 39 Amendment — The Fair
Value Option;

. HKAS 39 and HKFRS 4 Amendment

— Financial Guarantee Contracts;

. HKFRS 6 Exploration for and
Evaluation of Mineral Resources;

. HKFRS 1 Amendment — First-time
Adoption of International Financial
Reporting Standards and HKFRS 6
Amendment — Exploration for and
Evaluation of Mineral Resources;
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2. SUMMARY OF SIGNIFICANT 2. EEEHBORBE (47)
ACCOUNTING POLICIES (continued)
(a) BASIS OF PREPARATION (continued) (a) HRREHE (4)
(i)  Standards, amendments and interpretations (i) RZFENEEAE AR LE

effective in 2006 but not relevant for the VB B 6 A 2 SR 15

Group’s operations (continued) Al K it #E (FH)

. HK(IFRIC)-Int 4 — Determining . B vis (1 % B 2 i v R
whether an Arrangement contains a ZHY) BB
Lease; EHZHRTBEM

Bl

. HK(IFRIC)-Int 5 — Rights to Interests . B vis (o s B 2 i e R
arising from Decommissioning, ZH®E) - @REsSHY
Restoration and Environmental e~ 18R KB SR B
Rehabilitation Funds; and LSRR MMERN] 5 &

. HK(IFRIC)-Int 6 — Liabilities arising . s ([ B B 5 o o i B
from Participating in a Specific ZHEE) —@aREeR 2
Market — Waste Electrical and THHETS -BRAKE
Electronic Equipment. kR —EEZ A

&l -
(ii)  Standards, amendment and interpretations (ii) 1A 2E R B 7K 5 B i JE 32 7

to existing standards that are not yet RN Z I HI Je 2 Bl 3R 2

effective and have not been early adopted 15T K it FE

by the Group.

The following standards and interpretations % 45 [ 3 0 42 L ER A4 R 5 ©H

to existing standards have been published i 3 5 ) A AR T R RN

that are mandatory for the Group’s FH—HRZZBGZ a5

accounting periods beginning on or after 1st [ B 4% 20 ] 28 7 R A e )

May 2006 or later periods that the Group FH B R 2 R

has not early adopted:

HKFRS 7, Financial Instruments: T v I 7 0 4 ) 58 7% [ BA %
Disclosures, and the complementary TR : B | KA s o sk Al sE
Amendment to HKAS 1, Presentation of VRZ e (MR G2 2
Financial Statements — Capital Disclosures W—-BEAKE] > HOER TR
are effective for annual periods beginning LE—H—HRZ &M HZE
on or after Ist January 2007. HKFRS JEE 300 I A R o A T S A
introduces new disclosures relating to R 51 A BB B TR 258 % &
financial instruments. The Group will apply BE - REMMMH _FFLE
HKFRS 7 from 1st January 2007, but it is — H — H R A s I
not expected to have any impact on the RIS TE o M T I AC AR A
classification and valuation of the Group’s TH 22 40 38 R Al A5 & B 0 i
financial instruments; Z ML E
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

(a) BASIS OF PREPARATION (continued)

(ii)

Standards, amendment and interpretations
to existing standards that are not yet
effective and have not been early adopted
by the Group. (continued)

HKEFRS 8, Operating Segments is effective
for annual periods beginning on or after 1st
January 2009. Under HKFRS 8, segments
are components of an entity regularly
reviewed by an entity’s chief operating
decision-maker. Items are reported based on
the internal reporting. The Group will apply
HKEFRS 8 from 1st January 2009;

HK(IFRIC)-Int 8, Scope of HKFRS 2 is
effective for annual periods beginning on or
after 1st May 2006. HK(IFRIC)-Int 8 requires
consideration of transactions involving the
issuance of equity instruments — where the
identifiable consideration received is less than
the fair value of the equity instruments issued
— to establish whether or not they fall within
the scope of HKFRS 2. The Group will apply
HK(IFRIC)-Int 8 from 1st January 2007, but
it is not expected to have any impact on the

Group’s accounts;

HK(IFRIC)-Int 10, Interim Financial
Reporting and Impairment is effective for
annual periods beginning on or after 1st
November 2006. HK(IFRIC)-Int 10 prohibits
the impairment losses recognised in an
interim period on goodwill, investments in
equity instruments and investments in
financial assets carried at cost to be reversed
at a subsequent balance sheet date. The
Group will apply HK(IFRIC)-Int 10 from Ist
January 2007, but it is not expected to have
any impact on the Group’s accounts; and
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NOTES TO THE ACCOUNTS

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

BASIS OF PREPARATION (continued)

(a)

(i)

(iii)

Standards, amendment and interpretations
to existing standards that are not yet
effective and have not been early adopted
by the Group. (continued)

HKIFRIC)-Int 11, HKFRS 2 — Group and
Treasury Share Transactions, is effective for
annual periods beginning on or after 1 st
March 2007. HK(IFRIC)-Int 11 requires that
certain types of transaction are accounted for
as equity-settled or cash-settled transaction
under HKFRS 2. It also addresses the
accounting for share-based payment
transaction involving two or more entities
within on group. The Group will apply
HKIFRIC)-Int 11 from Ist January 2008,
but it is not expected to have any impact to
the Group’s accounts.

Interpretation to existing standards that
are not yet effective and not relevant to
the Group’s operations

The following interpretations to existing
standards have been published that are
mandatory for the Group’s accounting
periods beginning on or after 1st March 2006
or later periods but are not relevant to the
Group’s operations:

HK(IFRIC)-Int 7, Applying the Restatement
Approach under HKAS 29, Financial
Reporting in Hyperinflationary Economies is
effective for annual periods beginning on or
after 1st March 2006. HK(IFRIC)-Int 7
provides guidance on how to apply
requirements of HKAS 29 in a reporting
period in which an entity identifies the
existence of hyperinflation in the economy
of its functional currency, when the economy
was not hyperinflationary in the prior period.
As none of the group entities have a currency
of a hyperinflationary economy as its
functional currency, HK(IFRIC)-Int 7 is not
relevant to the Group’s operations;

2.
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NOTES TO THE ACCOUNTS
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2. SUMMARY OF SIGNIFICANT 2. BEEEruHBORBEE (A7)
ACCOUNTING POLICIES (continued)
(a) BASIS OF PREPARATION (continued) (a) HRIEH ()
(iii) Interpretation to existing standards that (iii) i A A A% B AR 4 B S 7 it
are not yet effective and not relevant to AH B 2 2 B A 3 R 1 i R
the Group’s operations (continued) (#)

HK(IFRIC)-Int 9, Reassessment of
Embedded Derivatives is effective for annual
periods beginning on or after 1st June 2006.
HK(IFRIC)-Int 9 requires an entity to assess
whether an embedded derivative is required
to be separated from the host contract and
accounted for as a derivative when the entity
first becomes a party to the contract.
Subsequent reassessment is prohibited unless
there is a change in the terms of the contract
that significantly modifies the cash flows that
otherwise would be required under the
contract, in which case reassessment if
required. As none of the group entities have
changed the terms of their contracts,
HK(IFRIC)-Int 9 is not relevant to the

Group’s operations; and

HK(IFRIC)-Int 12, Service Concession
Arrangements is effective for annual periods
beginning on or after 1st January 2008.
HK(IFRIC)-Int 12 provides guidance on the
accounting by operators in public-to-private
service concession arrangements. As none of
the group entities have service concession
arrangements, HK(IFRIC)-Int 12 is not

relevant to the Group’s operations.
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NOTES TO THE ACCOUNTS

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

(b)

CONSOLIDATION

The consolidated accounts include the financial
statements of the Company and all its subsidiaries

made up to 31 December.

Subsidiaries are all entities (including special
purpose entities) over which the Group has the
power to govern the financial and operating policies
generally accompanying a shareholding of more
than one half of the voting rights. The existence
and effect of potential voting rights that are
currently exercisable or convertible are considered
when assessing whether the Group controls another

entity.

Subsidiaries are fully consolidated from the date
on which control is transferred to the Group. They
are de-consolidated from the date that control

ceases.

The purchase method of accounting is used to
account for the acquisition of subsidiaries by the
Group. The cost of an acquisition is measured as
the fair value of the assets given, equity instruments
issued and liabilities incurred or assumed at the
date of exchange, plus costs directly attributable to
the acquisition. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a
business combination are measured initially at their
fair values at the acquisition date, irrespective of
the extent of any minority interest. The excess of
the cost of acquisition over the fair value of the
Group’s share of the identifiable net assets acquired
is recorded as goodwill. If the cost of acquisition
is less than the fair value of the net assets of the
subsidiary acquired, the difference is recognised

directly in the profit and loss account.

2.

We H MW sk

B ul BOR B (A7)

(b)

AWk H

EREIR H R A A W) R R e A
AmEEF A=t k2 HER
%O

W i 2 ) i A 4R A A o R
HE > €T A AR SRR T B R AR
BORZ P A B (B 6 % 4 5k H T
JROLZ T o BF AN AC R T A 1
J— HARN > 7% 8B T AT sk
AR EERE R LA
¥ o

Wi g 2> 7 B RE RS EACE I 2 H
2 A A MR o S F o AR A O IR
(NSN3

755 V0 B P WSO i s o A 4 P W
S 2 O S 2 ) BB o W A s TR 22
SEHMEREZATVHE - FRETZ
JBEAS TR T it AR SR U 2 BB >
b B T WA I R o AT
A OF IR b By W < T B B
Fir ks 2 FURR R SRR R > J 7 g
B H IR A PR R Pt & > W
JR G AT A A0 W e SRR 2 o B B AR
78t A 4 ) A o A B 2 T R R
B Z 22 WU B AR B o Ak WO B AR (K
TP i i i g 2 ) O R 2 N FAE
ST ) 25 A LR AR I AR R W R




NOTES TO THE ACCOUNTS
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

(b)

(c)

CONSOLIDATION (continued)

Intercompany transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated
unless the transaction provides evidence of an
impairment of the asset transferred. Accounting
policies of subsidiaries have been changed where
necessary to ensure consistency with the policies

adopted by the Group.

In the Company’s balance sheet the investments in
subsidiaries are stated at cost less provision for
impairment losses. The results of subsidiaries are
accounted by the Company on the basis of dividend

received and receivable.

FOREIGN CURRENCY TRANSLATION

(1) Functional and presentation currency
Items included in the accounts of each of
the Group’s entities are measured using the
currency of the primary economic
environment in which the entity operates
(‘the functional currency”). The consolidated
accounts are presented in Hong Kong dollars,
which is the Company’s functional and

presentation currency.
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NOTES TO THE ACCOUNTS

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

FOREIGN CURRENCY TRANSLATION

(continued)

(c)

(i)

(iii)

Transactions and balances

Foreign currency transactions are translated
into the functional currency using the
exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and
losses resulting from the settlement of such
transactions and from the translation at year-
end exchange rates of monetary assets and
liabilities denominated in foreign currencies

are recognised in the profit and loss account.

Translation differences on non-monetary
items, such as equity instruments held at fair
value through profit or loss, are reported as
part of the fair value gain or loss. Translation
difference on non-monetary items, such as
equities classified as available-for-sale
financial assets, are included in the fair value
reserve in equity.

Group companies

The results and financial position of all the
Group entities (none of which has the
currency of a hyperinflationary economy)
that have a functional currency different from
the presentation currency are translated into

the presentation currency as follows:

1) assets and liabilities for each balance
sheet presented are translated at the
closing rate at the date of that balance
sheet;

(i1)) income and expenses for each profit
and loss account are translated at
average exchange rates (unless this
average is not a reasonable

approximation of the cumulative

effect of the rates prevailing on the
transaction dates, in which case
income and expenses are translated at

the dates of the transactions); and

2.
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NOTES TO THE ACCOUNTS
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

(c)

(d)

FOREIGN CURRENCY TRANSLATION
(continued)

(iii)  Group companies (continued)
(iii)  all resulting exchange differences are
recognised as a separate component

of equity.

On consolidation, exchange differences
arising from the translation of the net
investment in foreign entities are taken to
shareholders’ equity. When a foreign
operation is sold, such exchange differences
are recognised in the profit and loss account

as part of the gain or loss on sale.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment, comprising leasehold
improvements, plant and machinery, equipment,
furniture and fixtures and motor vehicles
are stated at historical cost less accumulated
deprecation and accumulated impairment losses.
Historical costs includes expenditure that is directly

attributable to the acquisition of the items.

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. The carrying amount of the
replaced part is derecognised. All other repairs and
maintenance are expensed in the profit and loss
account during the financial period in which they

are incurred.

Deprecation of property plant and equipment is
calculated using straight-line method to allocate cost

at annual rates ranged from 20% to 30%.
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NOTES TO THE ACCOUNTS

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

(d)

(e)

PROPERTY, PLANT AND EQUIPMENT
(continued)

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each

balance sheet date.

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

Gains and losses on disposals are determined by
comparing proceeds with carrying amount and

recognised in the profit and loss account.

INVESTMENT PROPERTIES

Property that is held for long-term rental yields or
for capital appreciation or both, and that is not
occupied by the companies in the consolidated

Group, is classified as investment property.

Investment property comprises land held under
operating leases and buildings held under finance

leases.

Land held under operating leases are classified and
accounted for as investment property when the rest
of the definition of investment property is met. The
operating lease is accounted for as if it were a

finance lease.

Investment property is measured initially at its cost,

including related transaction costs.

After initial recognition, investment property is
carried at fair value. Fair value is based on active
market prices, adjusted, if necessary, for any
difference in the nature, location or condition of
the specific asset. These valuations are performed
in accordance with the guidance issued by the
International Valuation Standards Committee. These
valuations are reviewed annually by external

valuers.
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NOTES TO THE ACCOUNTS
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

(e)

INVESTMENT PROPERTIES (continued)

The fair value of investment property reflects,
among other things, rental income from current
leases and assumptions about rental income from
future leases in the light of current market

conditions.

Subsequent expenditure is charged to the asset’s
carrying amount 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 maintenance
costs are expensed in the profit and loss account
during the financial period in which they are

incurred.

Changes in fair values are recognised in the profit

and loss account.

If an investment property becomes owner-occupied,
it is reclassified as property, plant and equipment,
and its fair value at the date of reclassification
becomes its cost for accounting purposes. Property
that is being constructed or developed for future
use as investment property is classified as property,
plant and equipment and stated at cost until
construction or development is complete, at which
time it is reclassified and subsequently accounted

for as investment property.

If an item of property, plant and equipment becomes
an investment property because its use has changed,
any difference resulting between the carrying
amount and the fair value of this item at the date
of transfer is recognised in equity as a revaluation
of property, plant and equipment under HKAS 16.
However, if a fair value gain reverses a previous
impairment loss, the gain is recognised in the profit

and loss account.
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NOTES TO THE ACCOUNTS

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

()

(2)

(h)

IMPAIRMENT OF INVESTMENTS IN
SUBSIDIARIES AND NON-FINANCIAL
ASSETS

Assets that have an indefinite useful life are not
subject to amortisation, which are at least tested
annually for impairment and are reviewed for
impairment whenever events or changes in
circumstances indicate that the carrying amount may
not be recoverable. Assets that are subject to
amortisation are reviewed for impairment whenever
events or changes in circumstances indicated that
the carrying amount may not be recoverable. An
impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell and
value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash
flows (cash-generating units). Assets other than
goodwill that suffered an impairment are reviewed
for possible reversal of impairment of each

reporting date.

LEASE (AS THE LESSEE FOR
OPERATING LEASES)

Leases in which a significant portion of the risks
and rewards of ownership are retained by the lessor
are classified as operating leases. Payments made
under operating leases (net of any incentives
received from the lessor) are charged in the profit
and loss account on a straight-line basis over the

period of the lease.

CLUB DEBENTURE

Club debenture is stated at cost less any provision

for impairment losses.
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NOTES TO THE ACCOUNTS
We H Wk

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

(i)

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

Financial assets at fair value through profit or loss
are held for trading. A financial asset is classified
in this category if acquired principally for the
purpose of selling in the short term. Derivatives
are also categorised as held for trading unless they
are designated as hedges. Assets in this category

are classified as current assets.

Regular purchases and sales of financial assets are
recognised on the trade-date — the date on which
the Group commits to purchase or sell the asset.
Investments are initially recognised at fair value
plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial
assets carried at fair value through profit or loss
are initially recognised at fair value, and transaction
costs are expensed in the profit and loss account.
Financial assets are derecognised when the rights
to receive cash flows from the investments have
expired or have been transferred and the Group has
transferred substantially all risks and rewards of

ownership.

Gains or losses arising from changes in the fair
value of the financial assets at fair value through
profit or loss are presented in the profit and loss
account in the period in which they arise. Dividend
income from financial assets at fair value through
profit or loss is recognised in the profit and loss
account when the Group’s right to receive payments

is established.
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NOTES TO THE ACCOUNTS

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

(i)

0)

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (continued)

The fair values of quoted investments are based on
current bid prices. If the market for a financial asset
is not active (and for unlisted securities), the Group
established fair value by using valuation techniques.
These include the use of recent arm’s length
transactions, reference to other instruments that are
substantially the same, discounted cash flow
analysis and option pricing models, making
maximum use of market inputs and relying as little

as possible on entity-specific inputs.

The Group assesses at each balance sheet date
whether there is objective evidence that a financial
asset or a group of financial assets is impaired.
Impairment losses recognised in the profit and loss
account on equity instruments are not reversed
through the profit and loss account. Impairment
testing of trade receivables is described in Note

2(K).

INVENTORIES

Inventories are stated at the lower of cost and net
realisable value. Cost, calculated on the weighted
average method, comprises all costs of purchases
and other costs incurred in bringing the inventories
to their present location and condition. Net
realisable value is the estimated selling price in the
ordinary course of business, less applicable variable

selling expenses.

2.

We H MW sk

3 B il O B (AF)

(1)

@)

AT AR ERZ SRR
(%)

AR E AP AR R E T 2R
B R o A IE Gl 2 W A
(st e bl 2z i 55) > AR
A A B A T th AP o i 230l
BRHAREHAFERUZS - 2% K
Bz e TR - BB B & i s
M B STl AR K > 70 A i 4
R Al A R R A R o

A 55 [ 7 M 45 0 A R R A % B
it 8 i A O L O R AL
RS TR o R A T A 4 2 A e
B Z WA NG A AR AR AR - B
S W W sk S A B0 A OB B R
2(k) °

Lt

T 4% AR BT 8 B T T 2
15 FIHR o HAS 6 45 il B 2 B A AR
B i 7 45 72 B H AT 8 Btk U 2
i A o T 45 e S 34 A o WA
B R H W S5 o B A R
%0 2 ] 5 B S e




NOTES TO THE ACCOUNTS
We H Wk

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

(k)

TRADE AND OTHER RECEIVABLES

Trade and other receivables are recognised initially
at fair value and subsequently measured at
amortised cost using the effective interest method,
less provision for impairment. A provision for
impairment of trade and other receivables is
established when there is objective evidence that
the Group will not be able to collect all amounts
due according to the original terms of receivables.
The amount of the provision is the difference
between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at
the effective interest rate. The carrying amount of
the assets is reduced through the use of an
allowance account, and the amount of the loss is
recognised in the profit and loss account within
administrative expenses. When trade and other
receivables are uncollectible, they are written off
against the allowance account for trade and other
receivables. Subsequent recoveries of amounts
previously written off are credited against
administrative expenses in the profit and loss

account.
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NOTES TO THE ACCOUNTS

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

CASH AND CASH EQUIVALENTS

M

(m)

(n)

(o)

Cash and cash equivalents include cash in hand

and deposits held at call with banks.

SHARE CAPITAL

Ordinary shares are classified as equity.

TRADE PAYABLES

Trade payables are recognised initially at fair value

and subsequently measured at amortised cost using

the effective interest method.

EMPLOYEE BENEFITS

©)

(i)

Employee leaves

Employee entitlements to annual leave and
long service leave are recognised when they
accrue to employees. A provision is made
for the estimated liability for annual leave
and long service leave 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.

Bonus plans

The expected cost of bonus payments are
recognised as a liability when the Group has
a present legal or constructive obligation as
a result of services rendered by employees
and a reliable estimate of the obligation can

be made.

Liabilities for bonus plans are expected to
be settled within 12 months and are measured
at the amounts expected to be paid when

they are settled.
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NOTES TO THE ACCOUNTS
We H Wk

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

(o)

(p)

EMPLOYEE BENEFITS (continued)

(iii)  Pension obligations
Following the adoption of the Mandatory
Provident Fund (“MPF”) Scheme in
December 2000, all employees of the Group
employed in Hong Kong joined the MPF
Scheme. Under this scheme, employees and
the Group are required to make contributions
to the scheme calculated at 5% of the
individual employee’s monthly basic salaries,
subject to a cap of HK$1,000. The Group’s
contributions to this scheme are expensed as
incurred. The assets of the scheme are held
separately from those of the Group in

independently administered funds.

DEFERRED TAXATION

Deferred taxation is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the accounts.

Deferred taxation is determined using tax rates (and
laws) that have been enacted or substantively
enacted by the balance sheet date and are expected
to apply when the related deferred income tax asset
is realised or the deferred income tax liability is
settled.

Deferred tax assets are recognised to the extent that
it is probable that future taxable profit will be
available against which the temporary differences
can be utilised.

Deferred taxation is provided on temporary
differences arising on investments in subsidiaries,
except where the timing of the reversal of the
temporary difference can be controlled by the Group
and it is probable that the temporary difference will

not reverse in the foreseeable future.
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2.

NOTES TO THE ACCOUNTS

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

(q)

(r)

BORROWINGS

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference
between the proceeds (net of transaction costs) and
the redemption value is recognised in the profit and
loss account over the period of the borrowings using

the effective interest method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer
settlement of the liability for at least 12 months

after the balance sheet date.

REVENUE RECOGNITION

Revenue comprises the fair value for the sales of
goods and services, net of value-added tax, rebates
and discounts and after eliminating sales within the

Group. Revenue is recognised as follows:

(1) Sales of goods
Sales of goods are recognised when a group
entity has delivered products to the customer,
the customer has accepted the products and
collectibility of the related receivables are

reasonably assured.

(i1))  Sales of services
Sales of services are recognised in the
accounting period in which the services are
rendered.
(iii) Gross rental income from investment
properties
Gross rental income from investment
properties is recognised on a straight line
basis over the periods of the respective

leases.
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NOTES TO THE ACCOUNTS
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

(r) REVENUE RECOGNITION (continued)

(iv) Interest income
Interest income is recognised on a time-
proportion basis using the effective interest

method.

(v) Dividend income
Dividend income is recognised when the

right to receive payment is established.

(s) DIVIDEND DISTRIBUTION

Dividend distribution to the Company’s
shareholders is recognised as a liability in the
Group’s accounts in the period in which the
dividends are approved by the Company’s

shareholders.

N\
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3.

NOTES TO THE ACCOUNTS

FINANCIAL RISK MANAGEMENT
FINANCIAL RISK FACTORS

3.1

The Group’s activities expose it to a variety of

financial risks: foreign exchange risk, interest rate

risk, credit risk and price risk. The Group’s overall

risk management programme focuses on the

unpredictability of financial markets and seeks to

minimise potential adverse effects on the Group’s

financial performance.

(a)

(b)

FOREIGN EXCHANGE RISK

The Group operates in Hong Kong and is
exposed to foreign exchange risk arising
from various currency exposures, primarily
with respect to the Australian dollars, Euro
dollars, United States dollars and Renminbi.
Foreign exchange risk arises from future
commercial transactions. In order to mitigate
the foreign currency risk, foreign currency
forward contracts are entered into in respect
of highly probable foreign currency forecast
transaction in accordance with the Group’s

risk management policies.

INTEREST RATE RISK

The Group’s fair value interest rate risk
relates to variable-rate borrowings (see Note
28 for details of these borrowings). Besides,
the Group is exposed to interest rate risk
through the impact of rate changes on
interest bearing bank borrowings. The
interest rates and terms of repayment of bank
borrowings of the Group are disclosed in

Note 28 respectively.
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NOTES TO THE ACCOUNTS
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3. FINANCIAL RISK MANAGEMENT

(continued)
3.1 FINANCIAL RISK FACTORS (continued)

(c)

(d)

CREDIT RISK

The Group’s maximum exposure to credit
risk in the event of the counterparties failure
to perform their obligations as at 31st
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. In order to
minimise the credit risk, the management of
the Group has delegated a team responsible
for determination of credit limits, credit
approvals and other monitoring procedures
to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group
reviews regularly the recoverable amount of
each individual trade receivables 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, with exposure spread over a

number of counterparties and customers.

PRICE RISK

The Group’s held-for-trading investments are
measured at fair value at each balance sheet
date. Therefore, the Group is exposed to
equity security price risk. The management
manages this exposure by maintaining a
portfolio of investments with different risk

profiles.
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NOTES TO THE ACCOUNTS
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3. FINANCIAL RISK MANAGEMENT 3. W85 e B A BE (A
(continued)
3.2 FAIR VALUE ESTIMATION 3.2 AV
The fair value of financial instruments traded in RWERT S ER G2 &I A > Ko
active markets is based on quoted market prices at PR IEEEAFKRSTH 2GR
the balance sheet date. The quoted market price EEH A o REFEH Z &g E BT
used for financial assets held by the Group is the BN AR 2 35 O o

current bid price.

The carrying value less impairment provision of B 5 VB Wk T K B 2 A ek T 2 R
trade receivables and payables are a reasonable AL R A 88 A % s LA P 2 B
approximation of their fair values. The fair value B2 WBEMAMZ A TFHETIR
of financial liabilities for disclosure purposes is 15 48 T[] 8 4 i T R 2 BLAT 35 )
estimated by discounting the future contractual cash AR R A A B4 T BB A 5 o

flows at the current market interest rate that is
available to the Group for similar financial

instruments.




NOTES TO THE ACCOUNTS
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CRITICAL ACCOUNTING
ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and

are based on historical experienced and other factors,

including expectations of future events that are believed

to be reasonable under the circumstances.

4.1

CRITICAL ACCOUNTING ESTIMATES
AND ASSUMPTIONS

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, seldom equal the
related actual results. The estimates and assumptions
that have a significant risk of causing a material
adjustment to the carrying amounts of assets and
liabilities within the next financial year are

discussed below.

USEFUL LIVES OF PROPERTY, PLANT
AND EQUIPMENT

The Group’s net book value of property, plant and
equipment as at 31st December 2006 was
HK$5,025,000. The Group depreciates the plant and
machinery on a straight line basis over the estimated
useful life of 3 to 5 years, and after taking into
account of their estimated residual value, using the
straight-line method, at the rate 20% to 30% per
annum, commencing from the date the equipment
is placed into productive use. The estimated useful
life and dates that the Group places the equipment
into productive use reflects the Directors’ estimate
of the periods that the Group intend to derive future
economic benefits from the use of the Group’s

property, plant and equipment.
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NOTES TO THE ACCOUNTS

CRITICAL ACCOUNTING
ESTIMATES AND JUDGEMENTS

(continued)

4.1

CRITICAL ACCOUNTING ESTIMATES
AND ASSUMPTIONS (continued)

PROVISION FOR IMPAIRMENT OF
TRADE AND OTHER RECEIVABLES

The policy for provision for impairment of trade
and other receivables of the Group is based on the
evaluation of collectability and on management’s
judgement. A considerable amount of judgement 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 an impairment of their ability to make
payments, additional allowances may be required.

PROVISION FOR INVENTORIES

The management of the Group reviews the
marketability of inventory items at each balance
sheet date, and makes allowance for obsolete and
slow-moving inventory items identified that are no
longer suitable for sales. The management estimates
the net realisable value for such finished goods and
work-in progress based primarily on the latest
invoice prices and current market conditions. The
Group carries out an inventory review on a product-
by-product basis at each balance sheet date and

makes provision for obsolete items.

INCOME TAXES

The Group is subject to income taxes in Hong Kong
and People’s Republic of China (“PRC”).
Significant judgement is required in determining
the provision for income taxes. There are many
transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary
course of business. The Group recognises liabilities
for anticipated tax audit issues based on estimates
of whether additional taxes will be due. Where the
final tax outcome of these matters is different from
the amounts that were initially recorded, such
differences will impact the income tax and deferred
tax provisions in the period in which such

determination is made.

We H MW sk
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TURNOVER AND SEGMENT 5. BEBRBER
INFORMATION

The Group is principally engaged in the trading and ARG EAEF M (RERRE REMF) Z
distribution of construction materials, mainly water pipes B 5 R o8 e

and fittings.

2006 2005
ZREAE “RFRLE
HKS$’000 HK$’000
T#x T# T
Turnover
BREH
Sales of pipes and fittings
B RE KB 616,463 521,820
Rental income
4 KA 960 884
Sub-letting of warehouse
BASH 133 211
Transportation income
LN - 6
617,556 522,921
Business segment information is not shown as the turnover HIRA LB T 2 B B R B A AR 2 4
and assets of the wholesale business represent more than BEFREEZ90%P, b M 2 5 S
90% of the total turnover and assets of the Group 4 BB ERE o
respectively.
Geographical segment information is not shown as over H 7 2 4 B 78190 % 2 8 3 451 T 48 48 ¥ ) 2 U
90% of the Group’s turnover and operating profit are HAEW® » BURA 25 H 43 48 & B o

derived from Hong Kong.
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OTHER INCOME 6. JLfBIBCA
2006 2005
ZREANE “RRLEF
HK$’000 HK$’000
T#x T#x
Interest income
AR WA 2,332 697
Dividend income from financial assets at
fair value through profit or loss
BAFEGABGERZ EMEEZREBRA 146 151
Insurance compensation
e S - 1,499
2,478 2,347
OTHER GAINS, NET 7. bW tE - H
2006 2005
“RENE “RFRLE
HK$’000 HK$’000
T#x T# T
Net exchange gains
[ 56 W 25 5 2,053 1,933
Net realised gain on disposal of financial assets at fair value
through profit or loss
8 AP EF AR R Z S E E BB 2 W5 E 1,565 488
3,618 2,421
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8. EXPENSES BY NATURE 8. PHZXPEH
2006 2005
ZREANHE “REFLE
HKS$’000 HK$’000
T#x T# T
Cost of inventories
2 8 A 441,013 382,460
Auditor’s remuneration
A% U T < 590 518
Depreciation of property, plant and equipment
Yok ~ WG Bk A O A 2,082 2,058
Employee benefit expenses (including Directors’ emoluments (Note 14))
BTN (BEEEME (Hiki14)) 57,432 51,866
Operating lease on land and buildings
o M AL LA 13,940 10,467
Loss/(gain) on disposal of property, plant and equipment
HEWE - W R ER (Kah) 285 (277)
Write-back of provision for legal compensation
158 10 3 A A - (1,500)
Impairment of trade and other receivables
B 5 T At E WK T 2 A 1,500 4,000
Provision for slow-moving inventories
B A7 £ 2 1A 1,908 2,498
Net fair value (gain)/loss on financial assets at fair value
through profit or loss
MIEAFEFABRB R SWEEZAE () /R (268) 180
Other expenses
Ho Al BA 3¢ 29,001 22,005
547,483 474,275
Representing:
R :
Cost of sales
BB AR 450,174 391,852
Selling and distribution costs
B4 B I oy B AR 19,357 13,840
Administrative expenses
TBcE M 77,952 68,583
547,483 474,275
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FINANCE COSTS 9. W&
2006 2005
“EEANE ZRRHAE
HKS$’000 HK$’000
T # 7 F# T
Interest on bank borrowings
ATAE A B 4,537 2,282
Others
H Ay 16 19
4,553 2,301
TAXATION 10. BLIH
2006 2005
ZRENAE ZRENLE
HK$’000 HK$’000
T # F T
Current taxation:
BATHL :
— Hong Kong profits tax
7 W 15 Bl 12,060 8,435
— Overseas tax
5 4Bl I 427 587
— Over provisions in prior years
VLA 45 B 8 7 3 £ (246) (135)
Deferred taxation (Note 27)
BIERLIE (M it27) 73 (298)
Taxation charge
i TE 32 H 12,314 8,589

Hong Kong profits tax has been provided at the rate of
17.5% (2005: 17.5%) on the estimated assessable profit
for the year. Taxation on overseas profits has been
calculated on the estimated assessable profit for the year
at the rates of taxation prevailing in the countries in which

the Group operates.

T s Rl A5 B0 75 F BRAR A B Al 5t IR SRR ¥ ) i
BEITSH(ZFFRAF ¢+ 17.5%) #1248
fhi o AR A 6 TE TG ¥ R AR AE B 2 A R
JE SR Yo P 42 A 4R T 48 8 2 B K 2 BLAT B
HEHH o
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11.

TAXATION (continued)

The taxation on the Group’s profit before taxation differs
from the theoretical amount that would arise using the
taxation rate of the principal place of operation of the

Company as follows:

NOTES TO THE ACCOUNTS
We H Wk

10. BeLIYH (#F)
245 10 W B B R ) 2 B IR B A A 7 R
5 3 i 5 B RS 2 BB 2 S5 I F

2006 2005
ZEEANE “ERFLE
HKS$’000 HK$’000
T#x TF#x
Profit before taxation
Bk A i e 71,616 51,113
Calculated at a taxation rate of 17.5% (2005: 17.5%)
ERR175% (ZFRFLAE : 17.5%) 5t F 12,533 8,945
Effect of different taxation rates in other countries
oAb B KA R B R 2 213 275
Utilisation of previously unrecognised tax losses
By Ji 5 W R R B s 4 (49) (35)
Unrecognised tax losses
AR T 8 5 I M 4R - 35
Tax effect of income not subject to taxation
R AR B A Z B s 5 (210) (251)
Tax effect of expenses not deductible for taxation purposes
AR B B L 2 B - 53
Over provisions in prior years
VAR 47 8 8 435 (246) (135)
Adjustment of deferred tax (Note 27)
8 0 A G B (W it 27) 73 (298)
Taxation charge
B I 32 12,314 8,589

PROFIT ATTRIBUTABLE TO
SHAREHOLDERS

The profit attributable to shareholders is dealt with in the
accounts of the Company to the extent of HK$14,235,000
(2005: HK$11,447,000).

11. JBE 3¢ M A e A

AE R A IR H O R B2 B ROHE A iR R
14,235,000% 76 (ZFZF L4 ¢ 11,447,000%
Jb) °
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12. DIVIDENDS 12. e &
2006 2005
ZRENE ZRRLE
HK$’000 HK$’000
T#x T#x
Interim, paid, of HK$0.02 (2005: HK$0.02) per ordinary share
UK 390 MR B A e % A B 0.023 78 (R B ILAE ¢ 0.02%0) 4,837 4,837
Final, proposed, of HK$0.04 (2005: HK$0.03) per ordinary share
Bt R R 0 e 6 M 0 e 0049 7T (R R ILAE + 0.03% 8) 9,674 7,256
14,511 12,093
At a meeting held on 16th April 2007, the Directors E_RFLFENAT+AHETZ ARG L E
recommended a final dividend of HK$0.04 per ordinary AR IR A A B B B A B 0,049 T o
share. This proposed dividend is not recognised as a A R Z R B BN AR AE R B R e 5 s R R
dividend payable in these accounts, but will be reflected B EarRmMAKE_ZZLET A=
as an appropriation of retained profits for the year ending T H kA AR B R A A IR A o

31st December 2007.

13. EMPLOYEE BENEFIT EXPENSES 13. B T/ A B 3% (55 3#E P

(INCLUDING DIRECTORS’ T 4 )
EMOLUMENTS)
2006 2005
—RENE “ERFLE
HKS$’000 HK$’000
T#x T#T
Wages and salaries
THE#& 56,171 50,541
Termination benefits
A& 1k i FH 5 A 68 356
Pension costs — mandatory provident fund
TR PR A — o A R 1,193 969
57,432 51,866

\—n_
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14. DIRECTORS’ EMOLUMENTS 14. FEFH 2 &
(a)  The aggregate amounts of emoluments paid and (a) 4 P [ AR A ) 3 S O R RE AT 2
payable to the Directors of the Company during 4 BT ¢

the year are as follows:

Group’s
contributions
to retirement 2006 2005
Salaries and scheme Total Total
other benefits Ik emoluments emoluments
Fees HEk Bonus Wz ZEEANE ZZZIE
Name Wwa  HmA e EEME MAeME  MAamE
2 HK$’000 HK$’000 HK$’000 HK$'000 HK$000 HK$’000

T#x Ti# T# T# TF#x Ti#

Tsang Chung Yin

B B = 1,972 3,476 12 5,460 4,176
Tsang Yin

W = 2,894 3,510 12 6,416 5,173
Chan Churk Kai

B it = 2,389 633 12 3,034 2,896
Tsang Sik Yin, Eric

8 & = 1,289 210 6 1,505 4,429
Tsang Ngan Chung

4 St = 1,797 3,488 12 5,297 4,025
Ngai Chui Ling

BB = 488 207 12 707 703
Wong Wah On, Edward

WY 120 = = = 120 120
Chan Yuk Ming

i 1 120 = = = 120 120
Wong, Samuel Kwok Kay

R 120 = = = 120 120
Total 2006

ZEENEHG 360 10,829 11,524 66 22,779 =
Total 2005

CRRHES: 360 10,467 10,863 7 - 21,762
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14. DIRECTORS’ EMOLUMENTS

(continued)

(b)  The emoluments of the Directors fell within the
following bands:

Emoluments bands

T 4 41 51
Nil to HK$1,000,000
% %1,000,000% JC
HK$1,000,001 to HK$1,500,000
1,000,001 J& £ 1,500,000% Jt
HK$1,500,001 to HK$2,000,000
1,500,001 JG £ 2,000,000% G
HK$2,000,001 to HK$2,500,000
2,000,001 J& 2 2,500,000% JG
Over HK$2,500,000
2,500,000% 76 PA |

We H MW sk

14. #H P24 (4)

(b)

EHM e T T AL

2006 2005
SRR SRETE

Emoluments paid to Independent Non-executive
Directors amounted to HK$360,000 (2005:
HK$360,000).

A4 7 M S JE AT 2 3 2 4 360,000
WL (ZEFAAE : 360,000%0) °
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15.
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DIRECTORS’ EMOLUMENTS

(continued)

(c) The five individuals whose emoluments were the
highest in the Group during the year are the
Directors of the Company. Details of their
emoluments are reflected in the analysis presented

in Note 14(a).

(d)  During the year, no Directors waived any
emoluments and no emoluments had been paid by
the Group to the Directors as an inducement to
join or upon joining the Group or as compensation

for loss of office.

EARNINGS PER SHARE

The calculation of basic earnings per share is based on
the Group’s profit attributable to shareholders of
HK$59,302,000 (2005: HK$42,524,000) and the weighted
average of 241,854,000 shares (2005: 241,854,000 shares)

in issue during the year.

Diluted earnings per share is not presented as there were
no dilutive potential ordinary shares in years 2006 and
2005.

14.

15.

o e ()

(c) FRARGEEIAEHH AL BARL
R o JLN A R R B AR
14(a) °

(d) 47 P9I S R SR AT AT I 4 o AR R
V] Sl 6 1) 3 S AR 4 A0 R I A AR 4R
P . B 2 5l 5% A 2 1

5 b 72 H

B I B A Z8 R T e AR 4R T 2 Pt O A i A
59,302,000% 7 (Z R4 : 42,524,000%
76) KA EEEAT R 2 R T 1 R
241,854,000/ (= FZ L4 : 241,854,000/%)
i

IR A RN S R F T4 WA AR N
SN S8 4 7 A O M > WO SN 28 2 5 T A
EEZ TR WA -
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16. PROPERTY, PLANT AND EQUIPMENT 16. Y1 3E ~ W55 e ik fi

At cost: WA -
Office
furniture, Machinery
Leasehold fixtures and Office and Computer Motor
improvements fittings  equipment  equipment  equipment vehicles Total
Wae
AEmE G KR B %
® Rtf  CHER 4 A T P it
HK$’000 HK$'000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
oy T T T T Tt Tt
At Ist January 2005
—EFHL%E—H—H
Cost
JEA 6,771 516 111 2,717 4,575 12,388 27,078
Accumulated depreciation
ZRIE (3,871) (516) (12) (2,082) (4,429) (11,173) (22,143)
Net book amount
I T (L 2,900 = 39 635 146 1,215 4,935
Year ended 31st December 2005
REZZZNA
FZAZt—HIEEE
Opening net book amount
A1) B T £ 2,900 = 39 635 146 1,215 4,935
Additions
HE 825 = 64 303 24 932 2,148
Depreciation
*ﬁ% (808) - (11) (395) (43) (801) (2,058)
Net book amount
R T ¢ £ 2,917 - 92 543 127 1,346 5,025
At 31st December 2005
EBLETZAZT—H
Cost
A 7,596 516 175 3,020 4,599 13,320 29,226
Accumulated depreciation
ZRE (4,679) (516) (83) (2,477) (4,472) (11,974) (24,201)
Net book amount
R T ¢ £ 2,917 - 92 543 127 1,346 5,025
Year ended 31st December 2006
REZZZAHE
FEAZ - HEEE
Opening net book amount
AF 0 R 2,917 = 92 543 127 1,346 5,025
Additions
b 37 - 55 293 801 305 1,491
Disposal
&é (323) = = = = = (323)
Depreciation
?ﬁ% (821) - (29) (335) (167) (730) (2,082)
Net book amount
I T (L 1,810 = 118 501 761 921 4,111
At 31st December 2006
ZEFNEFZAZ+—H
Cost
JEA 7,232 516 195 3,313 5,400 6,530 23,186
Accumulated depreciation
ZRATE (5.422) (516) (17) (2,812) (4,639) (5,609) (19,075)
Net book amount
I T 1 1,810 = 118 501 761 921 4,111

of HK$2,082,000 (2005:
HK$2,058,000) has been expensed in administrative

Depreciation expense

W # % 1 2,082,000% ¢ (= F F 4 ¢
2,058,000% Jt) T M T B R JE T X8 -

expenses.
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17. INVESTMENT PROPERTIES 17. PR
2006 2005
“RENE “RELE
HK$’000 HKS$’000
T#x T#T
Beginning and end of the year

GRS EFN 16,800 16,800
The Group’s interests in investment properties at their net e R T ML A A T B ) 3 M AR 4 A

book values are analysed as follows: mE
2006 2005
—ERENE “FFLE
HK$’000 HK$’000
T#x T#T

In Hong Kong, held on:

REEE TIEB A

Leases of between 10 to 50 years

L 9 4 P 102 504 16,800 16,800
Investment properties were revalued at 31st December Lawson David & Sung Surveyors Limited (—
2006 on the basis of their open market value by Lawson 18 3L 2 5 B A SE A E BT AT) R & 2k
David & Sung Surveyors Limited, a firm of independent REBRANETZHET—HZAMTE &

qualified property valuers. FEAG A o



r
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18. INVESTMENTS IN SUBSIDIARIES

18. XM )B A vl 2 B E

Company A A ]
2006 2005
ZEEAE “ERLE
HK$’000 HKS$’000
T#x T#L
Unlisted shares, at cost
F LTI B 4 JR AR A 86,938 86,938
The amounts due from subsidiaries are unsecured, interest- o Ji5 2 ) Rkl ST o BB S 6 B R B
free and are repayable on demand. KRIFIEIE o
Particulars of the subsidiaries are as follows: M E AR 2B
Place of Issued and Percentage of Principal
incorporation and fully paid-up attributable activities and
Company kind of legal entity share capital equity  place of operations
el 0 3% b 5 e CH#iT R M A% e EX =371
A % He RN B R e A Al 3228 ]
Held directly:
HERA
World Trade Bun Kee British Virgin Islands, Ordinary shares 100% Investment
(BVI) Ltd. limited liability US$10,000 of holding
company 1 US dollar each in Hong Kong
KA WA > 10,00038 76 3 % T {0 REE B
A R A 13678 2 % i Jit R
Held indirectly:
F### :
Bun Kee (International) Hong Kong, Ordinary shares 100% Trading of
Limited limited liability HKS$100 of construction
Wit (B BE) 1 A company 1 HK dollar each materials, mainly
W AR EEA T 1007 72 & it 1 pipes and fittings
¥ 70 2 35 8 Jit in Hong Kong
Non-voting 0% B EME
deferred shares EE R K
HK$3,000,000 of :Lis
1 HK dollar each it
3,000,000 7&
5 i 1 i 19 0 2
£ S5 E i Ay
Hamerwind Logistic Hong Kong, Ordinary shares 100% Provision of
Company Limited limited liability HK$80,000 of warehousing
IR JEL 0 i A PR A ) company 100 HK dollar each and logistic
W AREEAF 80,000%5 70 services
5 J i in Hong Kong
1007 7 2 ¥ ¥ it BBt A K
Wy i M 5
LR
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(continued)

Company
A

Hing’s Godown &
Transportation
Compa %Limited

HERAHRAH

National Link
Investment Limited

A B P BR8]

Patterson Engineering
Compan Limited

AT TRARA R

Huge Vantage
International
Industrial Limited

K 1 I W SR A A

Bun Kee Building
Material (Shanghai)

Bun Kee Building
Material (Guangzhou)

Co., Ltd
Wt B A (M)
)|

Bun Kee Building
Material & Equipment
(Macao) Co., Ltd

wﬂﬁﬁﬁﬁﬁﬁﬁ
LY

18. INVESTMENTS IN SUBSIDIARIES

Place of
incorporation and
kind of legal entlty
il T
&ﬁﬁ%ﬁﬂ

Hong Kong,
limited liability

F e T

Hong Kong,
limited liability
compan

B o A I AR

Hong Kong,
limited liability

B A B

Hong Kong,
limited liability

B o A I (AR

PRC,
limited liability
compan

] o A 2 4 A 7

PRC,
limited liability

] o A 2 4 A4 7

Macau,
1imited liability

VO T A A

18. A W& 2 v 2 B ¥ (47)

Issued and
fully paid-up
share capital

C#fT &
B R e A
Ordinary shares
HK$100,000 of
100 HK dollar each
100,000%& 7C % J§ 1 {1
1009 78 2 ¥ 7 Jit
Ordinary shares
HK$600,000 of
1 HK dollar each
600,000% 7T
(53411

13 70 2 3% 8 i

Ordinary shares
HK$100,000 of
100 HK dollar each
100,000% 7t
R fi

100 78 2 & 7 it

Ordinary shares
HK$100,000 of
1 HK dollar each
100,000% 7t
g

1 TE 2 35 8 i

Ordinary shares
US$200,000 of
1 US dollar each
200,000 JG
R fi
IE A g1

Ordinary shares
HK$2,500,000 of
1 HK dollar each

2,500,000% 76
A
W T 2 5 8 i

Ordinary shares
MOP50,000 of
1 MOP each

50 000@*4 ki
B T 46

1@‘&F‘3"rﬁz E@HQ

Percentage of
attributable

iR
Tk
100%

100%

100%

100%

100%

100%

100%

Principal

activities and

place of operations
28

#
RBEE

Provision of
warehousing services

%ﬁ%%“%

Provision of
agency services and
investment holding
in Hong KO%

S AL Ik
&%#%

Trading of
construction
materials,
provision of
agency services
and property
investment

in Hon%Kong

i o
W 1
EES"

Bk

Trading of
sanitary products
fluorescent lamps

and stainless
steel products
in HOH%KOHg

HE i
8 T A 0 B
i
Trading of
construction

materials, mainly
pipes and fittings

Manufacturing
and assembly
construction
material in PRC

Trading of
construction materials,
mainly pipes and
fittings in Macau

BEELEMH

J
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19. OTHER ASSET 19. o fib % 5
Club debenture: & ff {8 2% -
2006 2005
ZEENE CREHAE
HKS$°000 HK$’000
T# T T #T

Beginning of the year

A 779 629
Additions
wHE = 150

End of the year

R 779 779
20. INVENTORIES 20. £ 1%
2006 2005
ZRENE ZREHAF
HK$’000 HK$’000
T Fi# o
Merchandises
T fib 233,634 202,588
At 31st December 2006, provision for slow-moving REBZFANFEFZHA=Z1T—H  HHEEZ
inventories amounted to HK$9,348,000 (2005: 45 25 9,348,000% ¢ (= B F N4 ¢
HK$7,440,000). 7,440,000% JG) ©
The cost of inventories recognised as expenses and T HE R A 52 3 51 A\ 88 B AR TH R Z 77 58k
included in cost of sales amounted to HK$441,013,000 AR B 441,013,000% 6 (= F F I 4
(2005: HK$382,460,000). 382,460,000% JG) °

\—r
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21. TRADE AND OTHER RECEIVABLES 21. S 5 N fib HE W 5% o

2006 2005
ZRENE “REFLE
HKS$’000 HK$’000
T#x T# T
Trade receivables
$2 %) HE Wk 142,480 120,718
Less: provision for impairment of receivables
U M ALK TR DA AR (2,200) (5,707)
Trade receivables, net 140,280 115,011
5 WO >
Prepayments 14,480 11,991
Rental deposits
L # 3% & 2,529 2,281
Other receivables
JE At WAk 4,116 1,940
161,405 131,223
Less: non-current portion
i+ JE B Ay (306) (2,058)
Current portion
B 351 38 4y 161,099 129,165
The carrying amounts of trade and other receivables B 5 T At JE Wi sk Y 2 BB G A B D N P (B A
approximate their fair values. The balances are mainly B o By A Lk A 32 U D) SR o

denominated in Hong Kong dollars.
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21. TRADE AND OTHER RECEIVABLES  21. B By % J: fibs e Wi =k B (47)
(continued)
Details of the ageing analysis of trade receivables is as B 5 WK T IR S A W 2 BB F ¢
follows:
2006 2005
RN “RFRLEF
HK$’000 HK$’000
T#x T# T
Current to 30 days
EHIEUERIIFS 43,407 41,480
31 days to 60 days
31IRE60KR 37,345 31,307
61 days to 90 days
61K E 0K 24,280 23,279
91 days to 120 days
91 R E 120K 21,354 11,309
Over 120 days
i 120K 16,094 13,343
142,480 120,718

There is no concentration of credit risk with respect to
trade receivables, as the Group has a large number of

customers.

AEEARBES > FILELHE 5 ERGEIHZ

5 B B 3 A 4R
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22. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

Market value of equity securities listed in Hong Kong

TE7 3 bl 2 h i 2 2 A

22. AP A IERZ

4 B A
2006 2005
ZEEANE Z“ERFLE
HKS$’000 HKS°000
T#x T#T
3,501 3,038

Changes in fair values of financial assets at fair value
through profit or loss are recognised in the profit and loss

account.

The fair values of all equity securities are based on their

current bid prices in an active market.

T P A AR 2R R 2 il AP
B 15 i AR o

it 7 B 25 8 2 2 A 1 T R IR B T
Z H Bl A i o
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23. CASH AND CASH EQUIVALENTS 23. & EREFMH
Group Company
A4 ¥ A
2006 2005 2006 2005
“REANE “RFLE “RENE “EREFRAE
HK$’000 HK3$°000 HK$’000 HKS$’000
T#7x T# T T#x T#
Cash at bank and in hand
AT R FH B & 87,745 63,824 44,699 370
Short-term bank deposits
FI9 SRAT A7 K 13,474 = = =
101,219 63,824 44,699 370
The effective interest rate on short-term bank deposits of A H R AT AR BB R 54.03% (2
the Group was 4.03% (2005: 1.95%). These deposits have BRI : 1.95%) o FE&FZ 2R M HEY
an average maturity of 21 days (2005: 24 days). BUR(CRBEHEA : 4F) o
The carrying amounts of the Group and the Company’s AL A AT 2 B4 I Bl 4 Al 2 W T E
cash and cash equivalents are denominated in the following VRN R
currencies:
Group Company
L LY
2006 2005 2006 2005
“RENE “RFLE “RENE “RERLE
HK$’000 HK$’000 HK$’000 HK$’000
T#x T# T T#x T#
Hong Kong dollars
#IT 95,940 62,877 44,699 370
Euro dollars
ik 7o 3,133 = = =
United States dollars
e 1,299 202 - -
Australian dollars
Woe 846 744 - -
Other currencies
HoAth 85 W 1 1 - -
101,219 63,824 44,699 370
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24. TRADE AND OTHER PAYABLES

24. ¥ 5y B T Al BE A =k H

2006 2005
ZRENE “RERLEF
HK$’000 HK$’000
T#x T#
Trade payables
B 20 WA sk H 7,123 5,690
Accrued expenses and other payables
JE Tt e F kAt A5 ek 0 42,471 53,214
49,594 58,904
Details of the ageing analysis of trade payables is as B 5 A R IR I 4y T Z BRI R
follows:
2006 2005
ZEEANE “EREFLE
HK$°000 HK$’000
T#x T#
Current to 30 days
BP9 230K 3,137 2,680
31 days to 60 days
3IIRE60K 2,163 1,793
61 days to 90 days
61K EI0K 1,602 1,054
Over 90 days
B IOK 221 163
7,123 5,690

The carrying amounts of the Group’s trade and other

AR 2 52 5y T Al B A s 0L T3 e DA 4

payables are denominated in the following currencies: A
2006 2005
ZEEAHE ZEFRE
HK$’000 HK$’000
T#7x T#c
Hong Kong dollars
#Iu 47,029 58,597
United States dollars
eV 2,189 307
Other currencies
At £ 376 -
49,594 58,904
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25. SHARE CAPITAL 25. B As
(a) SHARE CAPITAL (a) JBeA
Number Nominal
of shares value
B fy ¥ H Wi fE
000 HK’000
T T
Ordinary shares of HK$0.10 each
B JBe 1T 5.0, 103 J6 2 3% 78 Bt
Authorised:
B8 B AR
At Ist January and 31st December, 2005 and 2006
RERBLAER RERANE
—H—HEFTZH=1+—H 500,000 50,000
Issued and fully paid:
CBEAT B R B -
At 1st January, 2005 and 2006
R_RFLER _FRZAFE—H—H 241,854 24,185
At 31st December, 2005 and 2006
P RR AR R BB
+=H=+—H 241,854 24,185
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25. SHARE CAPITAL (continued)
(b) SHARE OPTIONS

(1)

(i)

Under the terms of the share option scheme
(the “Scheme”) adopted by the Company on
24th June 2004, the Directors of the
Company are authorised at their absolute
discretion, to invite any Eligible Person as
defined in the Report of the Directors, to
take up options to subscribe for shares in
the Company. The Subscription price will
be determined by the Board, but shall be at
least the highest of (a) the closing price of
the shares as stated in the Stock Exchange’s
daily quotation sheet on the date on which
the relevant options are deemed to be granted
and accepted in accordance with the terms
of the Scheme (the “Commencement Date”),
which must be a day on which the Stock
Exchange is open for the business of dealing
in securities (“Trading Day”); (b) the average
closing price of the shares as stated in the
Stock Exchange’s daily quotation sheet for
the five Trading Days immediately preceding
the Commencement Date; and (c) the
nominal value of the shares. A consideration
of HK$10 is payable on acceptance of the
grant of an option. The maximum number of
shares in respect of which options may be
granted under the Scheme may not exceed
10% of the issued share capital of the
Company as at the date of adoption of the
Scheme. The Scheme became effective for a
period of ten years commencing 24th June
2004 which is the date of adoption of the

Scheme.

No option was granted during the year. As
at 31st December 2006, there is no share
option outstanding (2005: Nil).

25. JBe AS (#4F)
(b)  Jilk Bt

()

(i1)

WARA A ] i B Z WA H
U E R A R
(TFHH&1)) Z ek » AAW#E
A 1 M 2 W I S AR
HEAL (REFGREZE
25) B2 40 VT R A W) e A 2 N
JBeHE o R e
FE > MEA KR (a) A0 A A A
Sl F HRE A s i R R A
TR REEAE B (THR
HO9T1) (78 % W6 32 Bn 4878 % o7
RHEEBEZIBEB (XS
H 1)) 763 22 Bi & H A5 % B
Wz Wi 5 (b) B R BB
U H 31 A R A2 5 H AR
R HREXRRRZ FHK
W ReoOBRMEE=FHZ
B o AR Z R R
W > AR N ZE AT 10% 78 Z AR
18 o MRUR % Hh B4 H 2 Rt
YRR E > A8
MR B Z H AR A F OB
TR Z 1095 BE o 3% 5 &1 i
TRBNAENAZTEH R
Fat#ElZ B & ERA R

BN AR F I AE 7 R
o RZFEAETZAZT
— H > 75 AT o 1 R AT BE 2
Bt (CFFRAE ) -

J
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26. RESERVES 26. fifi fiii
GROUP AL
Merger
Share Capital reserve Retained
premium reserve (note i) profits Total
Beprde el WA AOEES RBIRA rat
(K&t i)

HK$°000  HK$°000  HK$°000  HK$000 HK$'000
T#7 T# T#7 T# T#7x

At 1st January 2005

“EENE—H—H 29,345 34,115 3,700 170,879 238,039
Profit attributable to shareholders
JBe S HE A Y83 A1) = = - 42,524 42,524

Dividends paid (Note 12)
TR S (HfaE12)
2004 final dividend

TRF AR BB - - - (7,256) (7,256)
2005 interim dividend
SEFHE R - - - N

At 31st December 2005
“EXRAETA=Z1T—H 29,345 34,115 3,700 201,310 268,470

Proposed final dividend (Note 12)
HEUR K WS (M aE12) = = = (7,256) (7,256)

29,345 34,115 3,700 194,054 261,214

At 1st January 2006

ZERENE—H—H 29,345 34,115 3,700 201,310 268,470
Profit attributable to shareholders
JB% 3 A i A1) = = — 59,302 59,302

Dividends paid (Note 12)
TR S (Hat12)
2005 final dividend

ZERZRERYBE - - - (7,256) (7,256)
2006 interim dividend
SRR A - - - @87 @837

At 31st December 2006
ZEEANETZA=Z+T—H 29,345 34,115 3,700 248,519 315,679

Proposed final dividend (Note 12)
IR A S (i E12) = = = (9,674) (9,674)

29,345 34,115 3,700 238,845 306,005
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26. RESERVES (continued) 26. i fi§ (4F)
COMPANY y, /AT |
Contributed
surplus Share Retained
(note ii) premium profits Total
BN\ 7% JBe B e B 8 e A Al
(M itii)
HK$’000 HK$’000 HK$’000 HK$’000
F# T Fi# T Fi# T F#& o
At 1st January 2005
“EXEZHE—H—H 86,759 29,345 10,436 126,540
Profit attributable to shareholders
JBe SR8 A iz A = = 11,447 11,447
Dividends paid (Note 12)
TR S (Mfati2)
2004 final dividend
ZRBNAERM KRB = = (7,256) (7,256)
2005 interim dividend
“RBHEDH KRB - - (4,837) (4,837)
At 31st December 2005
“RFLETA=Z+—H 86,759 29,345 9,790 125,894
Proposed final dividend (Note 12)
VR A W B B (HfaE12) = = (7,256) (7,256)
86,759 29,345 2,534 118,638
At 1st January 2006
ZEREANE—H—H 85,759 29,345 9,790 125,894
Profit attributable to shareholders
JBe SR8 A 6z A = = 14,235 14,235
Dividends paid (Note 12)
IR (MfE12)
2005 final dividend
ZERFLERYKE = = (7,256) (7,256)
2006 interim dividend
ZRBNERHR B = = (4,837) (4,837)
At 31st December 2006
“RRAETZA=ZT—H 86,759 29,345 11,932 128,036
Proposed final dividend (Note 12)
BEUR AR S (M EE12) = = (9,674) (9,674)
86,759 29,345 2,258 118,362
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26. RESERVES (continued)

24

(1)

(i1)

(iii)

The merger reserve of the Group arising from the
group reconstruction is determined by the difference
between the nominal value of shares of the
subsidiaries acquired pursuant to the group
reconstruction and the nominal value of the
Company’s shares deemed to have been issued.

The contributed surplus of the Company represents
the difference between the nominal value of the
shares issued by the Company in exchange for all
the issued ordinary shares of World Trade Bun Kee
(BVI) Ltd. and the value of net assets of the
underlying subsidiaries acquired by the Company
on 22nd November 2000. Under the Companies Act
1981 of Bermuda (as amended), the contributed
surplus is distributable to the shareholders, subject
to a solvency test. At the group level, the
contributed surplus is reclassified into its
component of reserves of the underlying
subsidiaries.

At 31st December 2006, reserves of the Company
available for distribution, including the contributed
surplus, amounted to HK$98,691,000 (2005:
HK$96,549,000).

DEFERRED TAXATION

Deferred taxation is calculated in full on temporary

differences under the liability method using a principal
taxation rate of 17.5% (2005: 17.5%).

We H MW sk

26. fift i (4H)

()

(i1)

(iii)

PR 45 I8 TR AL T A R 2 A 4R T O ok
> 7754 45 W T AL O\ 2 I DR A D ik
oy Th A LA AR B8 AT Z A4 A IR A T
i 1) =2 2 T A

AN B Z BONBAR TI AR AR A W) Ry
World Trade Bun Kee (BVI) Ltd. 4> &
T B AT A8 i AT 2 B 90 T L B AR
A FTEAR B AR ZERR
T —H T HZ & W A
ZEF  MBEHEE TN —FEAH
(BT o BONBERTER A0 B e
NEREBEZUAZEUT > w45
TR - HEEMZIEH > AR
33 T 40 A 5 I PR R R 2
AL R 4y

N_ERNETFZHZ=Z+—H > W4
T IR Z A B Gl (IS SR
298,691,000 JC (= F F 1L 4F ¢
96,549,000% Jt) °

27. ¥E Ht B IH

IEIERLIE IR R ERR17.5% (ZRERLE ¢
17.5%) DA €115 = 5t T W7 25 S A 2 B PB4 -

The movement on the deferred tax assets account is as BAERIEE ERZZBWT :
follows:
2006 2005
“EEANAE “RRLAE
HK$’000 HK$’000
F#IL T T
At 1st January
#—H—H (1,216) (918)
Deferred taxation charged/(credited) to profit and loss account (Note 10)
R\ E PR GEA) ZIBERIE (K aE10) 73 (298)
At 31st December
R+ZA=+—H (1,143) (1,216)
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27. DEFERRED TAXATION (continued)

The movement in deferred tax (assets)/liabilities (prior to

27. ¥E %€ BLIH (4F)
B BLIE R (FE R — R I 2 45

offsetting of balances within the same taxation jurisdiction) SRAREH D) RN Z B W
during the year is as follows:
Deferred tax assets
B 4t B8 ¥
Tax depreciation Provisions Total
BRI i it
2006 2005 2006 2005 2006 2005
“EEAE CERLE FEIAE ZEFLE SFFANE “ZFRLE
HK$°000 HK$’000 HK$’000 HK$'000  HK$’000 HK$'000
T#x T#x T#7x T#x T#x T#x
At 1st January
B—HA—H (89) (259) (1,302) (704) (1,391) (963)
Charged/(credited) to profit and loss account
FERBENE GEA) 1 170 (334) (598) (323) (428)
At 31st December
RY+ZR=+—H (78) (89) (1,636) (1,302) (1,714) (1,391)
Deferred tax liabilities
B 4 B8 A B
Tax depreciation
B 7 5
2006 2005
“REANE “ERFRAE
HK$’000 HK$’000
TF#T T#
As 1st January
R—HA—H 175 45
Charged to profit and loss account
248 25 2 1 B 396 130
As at 31st December
BR+ZA=+—H 571 175
2006 2005
“RRANE “ERNAE
HK$’000 HKS$’000
T#7x F#
Deferred tax assets
0 0 O (1,714) (1,391)
Deferred tax liabilities
3 7 A58 I £ A 571 175
(1,143) (1,216)

_H—J
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28. BORROWINGS 28. fif £t
2006 2005
ZERENHE “RERLE
HK$’000 HK$’000
T#x T#x
Bank borrowings

BRAT A 5 - 1,686

Trust receipt loans
i WG Bk 126,256 70,408
126,256 72,094

The borrowings of the Group are in Hong Kong dollars,
interest is payable at a floating rate and wholly repayable
within one year. The average effective interest rate per
annum of the borrowings at 31st December 2006 was
4.78% (2005: 5.18%).

The Group had aggregate banking facilities of
approximately HK$315,125,000 as at 31st December 2006
(2005: HK$284,125,000) for overdrafts, term loans and
other trade finance facilities. Banking facilities utilised as
at 31st December 2006 amounted to approximately
HK$143,931,000 (2005: HK$93,577,000). The banking
facilities were secured by corporate guarantees from the

Company.

7 B2 B 22 A B DLW 0 A B % 43 B R R
Ko 2HAR ERNER o REFEAET
ZHE+T—H - B FHEBRERNER
4.78% (ZFFHAE 2 5.18%) °

MoBEANEF A=+ > AEEZH
TR E £ £9315,125,0008 0 (ZF B HAE ¢
284,125,000%7c) » K AHEZEX - HFHE
A G E - RREANETZAZ
T—H > CEHZ 847 R E 477 143,931,000
Wt (ZRFHAE ¢ 93,577,000 50) © 1T
il p A 2 AR A A I AR AR R o
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29. CONSOLIDATED CASH FLOW
STATEMENT

Reconciliation of profit for the year to cash generated from

29. ZRA Bl R

FEREBANEEEEHELZBEERAZY

operations: i -
2006 2005
“RENE “RERLE
HK$’000 HK$’000
T#x T# T
Profit for the year
4 JE ¥ A 59,302 42,524
Adjustments for:
B DA R JE H AR
— Taxation
B 12,314 8,589
— Depreciation of property, plant and equipment
/ERN VY& 4 AR 2,082 2,058
— Loss/(gain) on disposal of property, plant and equipment
WEME - MERSHEZEER (k) 285 (277)
— Write-back of provision for legal compensation
188 10 3 e A Al - (1,500)
— Net fair value (gain)/loss on financial assets at fair
value through profit or loss
B AP RN A IH 2 R 2 S Rl A A E
(W) e 15 35 %1 (268) 180
— Net realised gain on disposal of financial assets at fair value
through profit or loss
H B o B N 2 R 2 S A BT B W AR R (1,565) (488)
— Interest income
BB A (2,332 (697)
— Dividend income from financial assets at fair value
through profit or loss
BAVHEFABRRRZEMEEZREBRA (146) (151)
— Interest expenses
B2 4,553 2,301
Changes in working capital
BEKEEH
— Increase in inventories
2 5 5 (31,076) (27,922)
— (Increase)/decrease in trade and other receivables
B2 5 Be Al HE Wk I (3% )k (30,182) 417
— Decrease in trade and other payables
B 5 B At M8 ) 3k 5 A (9,310) (4,388)
— Increase in amounts due to related companies
e B 2 ) sk JE 3 968 -
Cash generated from operations
REEHZBERA 4,625 20,646

88
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29. CONSOLIDATED CASH FLOW
STATEMENT (continued)

In the cash flow statement, proceeds from disposal of

29. R B aERER ()

RBERERN > HEWE - BERRHEZ

property, plant and equipment comprise: Pir ik JEL L
2006 2005
RBAK SRRAL
HK$’000 HK$’000
T#x T#
Net book amount
e T 33 323 -
(Loss)/gain on disposal of property, plant and equipment
HEWE - BB R OEH) (285) 277
Proceeds from disposal of property, plant and equipment
B~ BB Kk i B R 38 277
30. OPERATING LEASES 30. KE AL
(a) AS LESSEE (a) fERARMA

At 31st December 2006, the Group had future

REFZAGETZA=+—H > A

aggregate minimum lease payments under non- VA 8 e 3t e A A T R B R AL A
cancellable operating leases in respect of land and ZHBEBAKHSAHEN T
buildings as follows:
2006 2005
ZEEAHE ZEFERYE
HK$’000 HK$°000
T#x T#x
Not later than one year
—HN 12,751 13,726
Later than one year and not later than five years
BRI (B ERMAE) 6,234 10,875
18,985 24,601

\—r
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30. OPERATING LEASES (continued)

31.

(b) AS LESSOR
At 31st December 2006, the Group had future

aggregate minimum lease receivables under non-
cancellable operating leases in respect of its

investment properties as follows:

30. BEBHLL (4H)
(b) fERABALA
RoBBAE+A=+—H > Atk
PR 48 48 2 40 3 T R A LA 2
1% J5k 15 8 WL O D A 0 F

2006 2005
ZREANHE “ERERLE
HK$’000 HK$’000
T#x T# T
Not later than one year

—HN 760 960

Later than one year and not later than five years
BoB2EIE (B ERWA) - 760
760 1,720

PENDING LITIGATION

Bun Kee (International) Limited was cited as a defendant
in an action brought by a customer. The Group has filed a
statement of defence. The sum included in the claim
amounted to approximately HK$645,000 plus other related
costs. No further action has been taken by the customer
since November 1999. The Directors are of the opinion
that the Group is unlikely to suffer any losses from the

claim and no provision is considered necessary.

31. f¢ ULk
Wad (BIBs) A BRA "l B A — & P ikl Z
RS Z W o AL T BEE R o RIFZ
K JE A 5 645,000% 7C 55 i i #H B & A o
H—LLLE+— AR s 3% P i R U
— 4Tl c EFERAREBSGHZLRES
ZART R 5 W M AR A o
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32.

NOTES TO THE ACCOUNTS

RELATED PARTY TRANSACTIONS

The Company is controlled by On Top Industrial Limited
(“On Top”), a company incorporated in the British Virgin
Islands, which directly owns 50.61% of the Company’s
shares. On Top is jointly controlled by Jong Yee Limited
(“Jong Yee”), Kingsville Inc. (“Kingsville”), Manhattan
Properties Limited (“Manhattan”) and Click Fort Limited
(“Click Fort”) and which indirectly and collectively own
23.82% of the Company’s shares. The remaining 25.57%
of the shares are widely held.

Jong Yee is the trustee of the Jong Yee Unit Trust. All
units of the Jong Yee Unit Trust are owned by the Karny
Trust, the discretionary beneficiaries of which are family

members of Mr. Tsang Chung Yin.

Kingsville is the trustee of the Kingsville Unit Trust. All
units of the Kingsville Unit Trust are owned by the
Fungming Trust, the discretionary beneficiaries of which

are family members of Dr. Tsang Ngan Chung.

Manhattan Properties is owned by St. George’s Trust
Company Limited which is the trustee of the Manhattan
Trust, the discretionary beneficiaries of which are family

members of Mr. Tsang Yin.

Click Fort is owned by Mr. Tsang Kwong Sang, Sunny
and Mr. Tsang Kwong Fai.

We H MW sk

32. A L35

A%y ®] B On Top Industrial Limited ([ On
Top)) ##] © On Top 4 J 5 J i £ i 5 5 it
Wz AT > HHEERAARAFBRMZ
50.61% ° On TopHiJong Yee Limited ([ Jong
Yeel) ~ Kingsville Inc. ([ Kingsville]) -
Manhattan Properties Limited ([ Manhattan] )
JClick Fort Limited ([ Click Fort]) fif 3% [/
Pl > IR R B LI o B A AR A E R 2
23.82% o F:A%25.57%2 e by R 6\ L iz
WHA o

Jong Yee J3Jong Yee Unit TurstZ 52 #E A °
Jont Yee Unit TrustZ it A ¥ Az 35 i Karney
TrusthE 7 > R %F Z WG 3228 A\ 7% 8 b Bt S
ZRBHA -

KingsvilleJJ Kingsville Unit TrustZ Z %t A °
Kingsville Unit TrustZ it & B 45 3% H
Fungming Trust A > &% Z B 1% 2 2 A %
WG 2 KK A -

Manhattan Properties Hf Manhattan TrustZ 3%
#E A St. George’ s Trust Company Limited#E
£ o Manhattan TrustZ B 1§ 52 2 A\ %% 5 fh B
FEZKBIRE -

Click FortH1 % i A o Az B2 % 3 % g Az B
ﬁ o
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32.

RELATED PARTY TRANSACTIONS

(continued)

During the year, the Group had the following significant
related party transactions, which were carried out in the

normal course of Group’s business:

(a)  Rental expenses paid to:
BB S AT
Bun Kee (H.K.) Limited
Wit (B #) A 2w
Bun Kee (China) Limited
Wid (h ) A R4

Powerful Agents Limited

32. BEEN L5 (44)

TRAEN o ACHE T B A 4R 2 RS o

2005
SRR
HK$’000
Fe

3,266

1,320

MHEFT T ERAEAN LR S -
2006
ZEENE
note HK$’000
Wt 7t T #
(1)
4,632
(i)
1,500
(1) 5,532

3,925

(1) These companies are beneficially owned and
controlled by certain Directors of the
Company. Rentals were paid to these
companies for leasing office premises, retail

outlets and warehouses of the Group.

Rental agreements were entered into between
the Group and Bun Kee (H.K.) Limited, Bun
Kee (China) Limited and Powerful Agents
Limited under which these properties were
rented to the Group based on market rates
as determined by a firm of independent

property valuers.

(i) BEAFAHMAAFAETERE
A R o M EARLM
ZHMAE - REEREA > K
O W) I % % O AT LA o

AR B (W) AR A
H o~ WS () A BRAE K
Powerful Agents Limiteds] 7 #
#) > A B SE SR L A
AT R E 2 W BT AR

@o
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32. RELATED PARTY TRANSACTIONS

(continued)

(b) Year-end balances

Bun Kee (H.K.) Limited

32.

B N 122 5y (#F)

(b) AR

2006
“EEAF
HK$’000
T#x

2005
“RREA
HK$’000
Tt

Wit () A RAH 386 =

Bun Kee (China) Limited

Wad () A R4 H 121 =

Powerful Agents Limited 461 -
968 -

The amounts due to related companies are

unsecured, interest free and repayable on demand

(c) Key management compensation

JEE A el 308 2 ) sk 2 SE AT~ B K

ZR T SR R A R

(c) ETAFH A B HiH

2006 2005
ZEEAE “RFLEF
HK$’000 HK$’000
T#x T#x

Salaries, bonus and other short-term employee benefits
i~ AEAL KAt J 1 (R B R A 24,433 23,781

Pension costs — mandatory provident fund

AR PR A — e R 410 108
24,843 23,889

\—H_






