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Notes to Consolidated Financial Statements

e BREME

GENERAL

The Company is incorporated in Bermuda as an exempted
company with limited liability. The shares of the Company
are listed on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”).

The addresses of the registered office and principal place
of business of the Company are disclosed in the corporate
information section of the annual report.

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

The principal activities of the Company and its subsidiaries
(the “Group”) are principally engaged in manufacturing
and marketing of clocks, marketing of lighting products
and trading of metals.

APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs")

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, 1 January 2006 or 1 March 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 Hong
Kong Accounting Standards (“HKASs”), HKFRSs and
Interpretations (“HK(IFRIC) - INTs”) that have been issued
but are not yet effective as at 31 March 2007. The directors
of the Company anticipate that the application of these
standards, amendments or interpretations will have no
material impact on the results and the financial position of
the Group.
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Notes to Consolidated Financial Statements

e BREME

2. APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

HKAS 1 (Amendment)

HKAS 23 (Revised)

Capital Disclosures!

Borrowing costs?

HKFRS 7 Financial Instruments:
Disclosures!

HKFRS 8 Operating Segments?

HK(IFRIC) — INT 8 Scope of HKFRS 23

HK(IFRIC) — INT 9 Reassessment of Embedded
Derivatives*

HK(FRIC) — INT 10 Interim Financial Reporting and
Impairment®

HK(FRIC) — INT 11 HKFRS 2 — Group and Treasury
Share Transactions®

HK(IFRIC) — INT 12 Service Concession
Arrangements’

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

Effective for annual periods beginning on or after
1 January 2009.

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.

Effective for annual periods beginning on or after
1 January 2008.
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For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

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

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

(@) Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and
entities (including special purpose entities)
controlled by the Company (its subsidiaries). Control
is achieved where the Company has the power to
govern the financial and operating policies of an
entity so as to obtain benefits from its activities.

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

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

All intra-group transactions, balances, income and
expenses are eliminated on consolidation.

3.
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Notes to Consolidated Financial Statements
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(a)

(b)

Basis of consolidation (continued)

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

Business combinations

The acquisition of subsidiaries is accounted for
using the purchase method. The cost of the
acquisition is measured at the aggregate of the fair
values, at the date of exchange, of assets given,
liabilities incurred or assumed, and equity
instruments issued by the Group in exchange for
control of the acquiree, plus any costs directly
attributable to the business combination. The
acquiree’s identifiable assets, liabilities and
contingent liabilities that meet the conditions for
recognition under HKFRS 3 “Business
Combinations” are recognised at their fair values
at the acquisition date.

Goodwill arising on acquisition is recognised as an
asset and initially measured at cost, being the
excess of the cost of the business combination over
the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent
liabilities recognised. If, after reassessment, the
Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and
contingent liabilities exceeds the cost of the
business combination, the excess is recognised
immediately in profit or loss.
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Notes to Consolidated Financial Statements
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(b)

(c)

Business combinations (continued)

The interest of minority shareholders in the acquiree
is initially measured at the minority’s proportion of
the net fair value of the assets, liabilities and
contingent liabilities recognised.

Goodwill

Goodwill arising on acquisitions prior to 1 January
2005

Goodwill arising on an acquisition of subsidiary for
which the agreement date is before 1 January 2005
represents the excess of the cost of acquisition over
the Group’s interest in the fair value of the
identifiable assets and liabilities of the relevant
subsidiary at the date of acquisition.

For previously capitalised goodwill arising on
acquisitions of subsidiaries before 1 January 2005,
the Group has discontinued amortisation from 1
April 2005 onwards, and such goodwill is tested
for impairment annually, and whenever there is an
indication that the cash-generating unit to which
the goodwill relates may be impaired (see the
accounting policy below).

Goodwill arising on acquisition on or after 1
January 2005

Goodwill arising on an acquisition of a subsidiary
for which the agreement date is on or after 1
January 2005 represents the excess of the cost of
acquisition over the Group’s interest in the fair value
of the identifiable assets, liabilities and contingent
liabilities of the relevant subsidiary at the date of
acquisition. Such goodwill is carried at cost less
any accumulated impairment losses.
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(c)

Goodwill (continued)

Goodwill arising on acquisition on or after 1
January 2005 (continued)

Capitalised goodwill arising on an acquisition of a
subsidiary is presented separately in the
consolidated balance sheet.

For the purposes of impairment testing, goodwill
arising from an acquisition is allocated to each of
the relevant cash-generating units, or groups of
cash-generating units, that are expected to benefit
from the synergies of the acquisition. A cash-
generating unit to which goodwill has been allocated
is tested for impairment annually, and whenever
there is an indication that the unit may be impaired.
For goodwill arising on an acquisition in a financial
year, the cash-generating unit to which goodwill has
been allocated is tested for impairment before the
end of that financial year. When the recoverable
amount of the cash-generating unit is less than the
carrying amount of the unit, the impairment loss is
allocated to reduce the carrying amount of any
goodwill allocated to the unit first, and then to the
other assets of the unit pro rata on the basis of the
carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly
in the consolidated income statement. An
impairment loss for goodwill is not reversed in
subsequent periods.

On subsequent disposal of a subsidiary, the
attributable amount of goodwill capitalised is
included in the determination of the amount of profit
or loss on disposal.
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Notes to Consolidated Financial Statements
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(d) Investments in subsidiaries

Investments in subsidiaries are included in the
Company'’s balance sheet at cost less any identified
impairment loss.

(e) Interests in associates

An associate is an entity over which the investor
has significant influence and that is neither a
subsidiary nor an interest in a joint venture.

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

Any excess of the cost of acquisition over the
Group’s share of the net fair value of the identifiable
assets, liabilities and contingent liabilities of the
associate recognised at the date of acquisition is
recognised as goodwill. The goodwill is included
within the carrying amount of the investment and
is assessed for impairment as part of the
investment.
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Notes to Consolidated Financial Statements
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(e)

(f)

Interests in associates (continued)

Any excess of the Group’s share of net fair value of
the identifiable assets, liabilities and contingent
liabilities over the cost of acquisition, after
reassessment, is recognised immediately in profit
or loss.

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

Intangible assets
Intangible assets acquired separately

Intangible assets acquired separately and with finite
useful lives are carried at costs less accumulated
amortisation and any accumulated impairment
losses. Amortisation for intangible assets with finite
useful lives is provided on a straight-line basis over
their estimated useful lives. Alternatively, intangible
assets with indefinite useful lives are carried at cost
less any subsequent accumulated impairment
losses (see the accounting policy in respect of
impairment losses below).

Gains or losses arising from derecognition of an
intangible asset are measured at the difference
between the net disposal proceeds and the carrying
amount of the asset and are recognised in the
consolidated income statement when the asset is
derecognised.
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Notes to Consolidated Financial Statements
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f)

Intangible assets (continued)
Patents and trademarks

Cost incurred on the acquisition of patents and
trademarks are capitalised in the consolidated
balance sheet and are amortised by equal annual
instalments over the estimated useful life of five
years. Patents and trademarks are not revalued as
there is no active market for these assets.

Research and development expenditures

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

Intangible assets acquired in a business
combination

Intangible assets acquired in a business
combination are identified and recognised
separately from goodwill where they satisfy the
definition of an intangible asset and their fair values
can be measured reliably. The cost of such
intangible assets is their fair value at the acquisition
date.

Subsequent to initial recognition, intangible assets
with finite useful lives are carried at costs less
accumulated amortisation and any accumulated
impairment losses. Amortisation for intangible
assets with finite useful lives is provided on a
straight-line basis over their estimated useful lives.
Alternatively, intangible assets with indefinite useful
lives are carried at cost less any subsequent
accumulated impairment losses (see the
accounting policy in respect of impairment losses
below).
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Notes to Consolidated Financial Statements
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f)

Intangible assets (continued)
Impairment

Intangible assets with indefinite useful lives and
intangible assets not yet available for use are tested
for impairment annually by comparing their carrying
amounts with their recoverable amounts,
irrespective of whether there is any indication that
they may be impaired. If the recoverable amount
of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced
to its recoverable amount. An impairment loss is
recognised as an expense immediately.

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

Intangible assets with finite useful lives are tested
for impairment when there is an indication that an
asset may be impaired (see the accounting policies
in respect of impairment losses below).

3. FESFHEE#E)

(f)

BREE (B)
A

BERERFHENEERHRATH
ERZEREESFETRENR -
AR E R R E R AR E
i 2 7 3R AT BE BB 2 1 fA] B
R o HfhETEEZ A REFREERE
REE AIEEREEAREESER
W EIHKER - BEEBESARERRX
1o

R EBRERRE - A EEREE
R PIESS SR AL R EEA
B IR REE N SBREAE
FRERRILEHREEERETFARERS
BTMEEZKEE -

BRERFHZEBTEENNHERA
REREZTREETRENR (BT
XEBREERZGFTEHR) -

7

52

ARTFIELD GROUP LIMITED Annual Report 2007



For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment

Property, plant and equipment are stated at cost
less subsequent accumulated depreciation and
accumulated impairment losses.

Advantage has been taken of the transitional relief
provided by paragraph 80A of HKAS 16 “Property,
Plant and Equipment” from the requirement to
make regular revaluations of the Group’s land and
buildings which had been carried at revalued
amounts prior to 30 September 1995, and
accordingly no further revaluation of land and
buildings is carried out. Prior to 30 September
1995, the revaluation increase arising on the
revaluation of these assets was credited to the
revaluation reserve. Any future decreases in value
of these assets will be dealt with as an expense to
the extent that they exceed the balance, if any, on
the revaluation reserve relating to a previous
revaluation of the same asset. On the subsequent
sale or retirement of a revalued asset, the
corresponding revaluation surplus is transferred to
retained earnings.

Depreciation is provided to write off the cost or
valuations of items of property, plant and equipment
over their estimated useful lives and after taking
into account their estimated residual value, using
the straight-line method.

Assets held under finance leases are depreciated
over their estimated useful lives on the same basis
as owned assets or, where shorter, the term of the
relevant lease.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(g)

(h)

Property, plant and equipment
(continued)

Construction in progress is stated at cost, less any
identified impairment losses. Costs include all
development expenditure and other direct cost
attributes to such projects. Upon completion of
construction, the relevant costs are transferred to
appropriate categories of property, plant and
equipment when they are ready for use.

No depreciation or amortisation is provided on
construction in progress until the asset is completed
and put into use.

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

Investment properties

On initial recognition, investment properties are
measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition,
investment properties are stated at cost less
subsequent accumulated depreciation and any
accumulated impairment losses. Depreciation is
charged so as to write off the cost of investment
properties using the straight-line method.
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Notes to Consolidated Financial Statements
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(h)

(i)

(j)

Investment properties (continued)

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

Land use rights

Land use rights are stated at cost less accumulated
amortisation and accumulated impairment losses.
The cost of land use rights is amortised on a
straight-line basis over the period of the land use
rights or the term of the respective enterprise to
which the land use rights are granted, whichever is
the shorter.

Financial instruments

Financial assets and financial liabilities are
recognised on the balance sheet when a group
entity becomes a party to the contractual provisions
of the instrument. Financial assets and financial
liabilities are initially measured at fair value.
Transaction costs that are directly attributable to
the acquisition or issue of financial assets and
financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss)
are added to or deducted from the fair value of the
financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial
assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit
or loss.
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For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE

W

Notes to Consolidated Financial Statements

e BREME

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(j)

Financial instruments (continued)
Financial assets

The Group’s financial assets are classified into one
of the two categories, including financial assets at
fair value through profit or loss and loans and
receivables. All regular way purchases or sales of
financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or
sales are purchases or sales of financial assets that
require delivery of assets within the time frame
established by regulation or convention in the
marketplace. The accounting policies adopted in
respect of each category of financial assets are set
out below.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss
include the financial assets held for trading on initial
recognition.

At each balance sheet date subsequent to initial
recognition, financial assets at fair value through
profit or loss are measured at fair value, with
changes in fair value recognised directly in profit
or loss in the period in which they arise.
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For the year ended 31st March 2007 & Z —EZ+F=A=+—HILFE

ZV’

Notes to Consolidated Financial Statements

e BREME

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(j)

Financial instruments (continued)
Loans and receivables

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

Financial liabilities and equity

Financial liabilities and equity instruments issued
by a group entity are classified according to the
substance of the contractual arrangements entered
into and the definitions of a financial liability and
an equity instrument.
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For the year ended 31st March 2007 #Z =T +F=A=+T—HLLFE

W

Notes to Consolidated Financial Statements

e BREME

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(j)

Financial instruments (continued)
Financial liabilities and equity (continued)

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

Other financial liabilities

Other financial liabilities including trade payables,
other payables, obligations under finance leases
and bank and other borrowings are subsequently
measured at amortised cost, using the effective
interest rate method.

Equity instruments
Equity instruments issued by the Company are

recorded at the proceeds received, net of direct
issue costs.
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For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE

ZV’

Notes to Consolidated Financial Statements

e BREME

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(j)

Financial instruments (continued)
Financial guarantee contracts

A financial guarantee contract is a contract that
requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a
specified debtor fails to make payment when due
in accordance with the original or modified terms
of a debt instrument. A financial guarantee contract
issued by the Group and not designed as at fair
value through profit or loss is recognised initially at
its fair value less transaction costs that are directly
attributable to the issue of the financial guarantee
contract. Subsequent to initial recognition, the
Group measures the financial guarantee contract
at the higher of: (i) the amount determined in
accordance with HKAS 37 “Provisions, Contingent
Liabilities and Contingent Assets”; and (ii) the
amount initially recognised less, when appropriate,
cumulative amortisation recognised in accordance
with HKAS 18 “Revenue”.

Derecognition

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

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expires. The difference
between the carrying amount of the financial liability
derecognised and the consideration paid and
payable is recognised in profit or loss.
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For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE

W

Notes to Consolidated Financial Statements

e BREME

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(k) Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the
weighted average method.

() Impairment losses (other than goodwill
and intangible assets (see the accounting
policies in respect of goodwill and
intangible assets above))

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

Where an impairment loss subsequently reverses,
the carrying amount of the asset is increased to
the revised estimate of its recoverable amount, but
so that the increased carrying amount does not
exceed the carrying amount that would have been
determined had no impairment loss been
recognised for the asset in prior years. A reversal
of an impairment loss is recognised as income
immediately.
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For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE

W

Notes to Consolidated Financial Statements

e BREME

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(m)

Revenue recognition

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

Revenue from sales of goods is recognised on the
transfer of risks and rewards of ownership, which
generally coincides with the time when the goods
are delivered to customers and the title has passed.

Revenue from provision of electroplating services
is recognised when the services are rendered.

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

Operating lease rental income is recognised on a
straight-line basis over the period of the relevant
lease terms.
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For the year ended 31st March 2007 #Z =T +F=A=+T—HLLFE

%7/

Notes to Consolidated Financial Statements

e BREME

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(n)

Equity settled share-based payment
transactions

Share options granted to directors and employees
of the Company

The fair value of services received determined by
reference to the fair value of share options granted
at the grant date is expensed on a straight-line basis
over the vesting period, with a corresponding
increase in equity (share options reserve).

At each balance sheet date, the Group revises its
estimates of the number of options that are
expected to ultimately vest. The impact of the
revision of the original estimates, if any, is
recognised in profit or loss over the remaining
vesting period, with a corresponding adjustment to
share options reserve.

At the time when the share options are exercised,
the amount previously recognised in share options
reserve will be transferred to share premium. When
the share options are forfeited or are still not
exercised at the expiry date, the amount previously
recognised in share options reserve will continue
to be held in share options reserve.
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For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE

ZV’

Notes to Consolidated Financial Statements

e BREME

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(o)

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

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

Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in the
consolidated financial statements and the
corresponding tax base used in the computation of
taxable profit, and is accounted for using the
balance sheet liability method. Deferred tax
liabilities are generally recognised for all taxable
temporary differences and 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.
Such assets and liabilities are not recognised if the
temporary difference arises from goodwill or from
the initial recognition (other than in a business
combination) of other assets and liabilities in a
transaction that affects neither the taxable profit
nor the accounting profit.
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For the year ended 31st March 2007 & Z —EZ+F=A=+—HILFE

ZV’

Notes to Consolidated Financial Statements

e BREME

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(o)

(p)

Taxation (continued)

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and associates except where the Group
is able to control the reversal of the temporary
difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

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

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

Foreign currencies

In preparing the financial statements of each
individual group entity, transactions in currencies
other than the functional currency of that entity
(foreign currencies) are recorded in the respective
functional currency (i.e. the currency of the primary
economic environment in which the entity operates)
at the rates of exchanges prevailing on the dates of
the transactions. At each balance sheet date,
monetary items denominated in foreign currencies
are re-translated at the rates prevailing on the
balance sheet date. Non-monetary items carried
at fair value that are denominated in foreign
currencies are re-translated at the rates prevailing
on the date when the fair value was determined.
Non-monetary items that are measured in terms of
historical cost in a foreign currency are not re-
translated.
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For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE

ZV’

Notes to Consolidated Financial Statements

e BREME

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(p)

Foreign currencies (continued)

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

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

Goodwill and fair value adjustments on identifiable
assets acquired arising on an acquisition of a foreign
operation on or after 1 January 2005 are treated as
assets and liabilities of that foreign operation and
translated at the rate of exchange prevailing at the
balance sheet date. Exchange differences arising
are recognised in the exchange translation reserve.
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For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE

W

Notes to Consolidated Financial Statements

e BREME

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(q)

Leasing

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

The Group as lessor

Rental income from operating leases is recognised
in the consolidated income statement on a straight-
line basis over the term of the relevant lease. Initial
direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount
of the leased asset and recognised as an expense
on a straight-line basis over the lease term.

The Group as lessee

Assets held under finance leases are recognised
as assets of the Group at their fair value at the
inception of the lease or, if lower, at the present
value of the minimum lease payments. The
corresponding liability to the lessor is included in
the balance sheet as a finance lease obligation.
Lease payments are apportioned between finance
charges and reduction of the lease obligation so as
to achieve a constant rate of interest on the
remaining balance of the liability. Finance charges
are charged directly to profit or loss.

Rentals payable under operating leases are charged
to profit or loss on a straight-line basis over the term
of the relevant lease. Benefits received and
receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental
expense over the lease term on a straight-line basis.
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For the year ended 31st March 2007 #Z =T +F=A=+T—HLLFE

W

Notes to Consolidated Financial Statements

e BREME

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(r)

(s)

(t)

Borrowing costs

All borrowing costs are charged to the consolidated
income statement in the year in which they are
incurred.

Retirement benefit costs

Payments to state-managed retirement benefits
scheme and the defined contribution schemes are
charged as an expense when the employees have
rendered service entitling them to the contributions.

Provisions

Provisions are recognised when the Group has a
present obligation as a result of a past event, and it
is probable that the Group will be required to settle
that obligation. Provisions are measured at the
directors’ best estimate of the expenditure required
to settle the obligation at the balance sheet date,
and are discounted to present value when the effect
is material.
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For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting policies,
management makes various estimates and judgements
(other than those involving estimates) based on past
experience, expectations of the future and other
information. The key source of estimation uncertainty and
the critical judgement that can significantly affect the
amounts recognised in the financial statements are
disclosed below:

Depreciation of property, plant and equipment
and investment properties

Property, plant and equipment and investment properties
are depreciated on a straight-line basis over their estimated
useful lives, after taking into account of their estimated
residual value. The determination of the useful lives and
residual values involve management’s estimation. The
Group assesses annually the residual value and the useful
lives of the property, plant and equipment and investment
properties and if the expectation differs from the original
estimate, such a difference may impact the depreciation
in the year and the estimate will be changed in the future
period.

Amortisation of intangible assets

Patents and on-line games intellectual property rights are
amortised on a straight-line basis over their estimated
useful lives. The determination of the useful lives involve
management’s estimation. The Group re-assesses the
useful lives of the patents and on-line game intellectual
property rights annually and if the expectation differs from
the original estimate, such a difference may impact the
amortisation in the year and the estimate will be changed
in the future period.
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CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Allowance for bad and doubtful debts

The Group performs ongoing credit evaluations of its
customers and adjust credit limits based on payment
history and the customer’s current credit-worthiness, as
determined by the review of their current credit information.
The Group continuously monitors collections and payments
from its customers and maintains a provision for estimated
credit losses based upon its historical experience and any
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specific customer collection issues that it has been BF 2 WORE L BaE RARFF & BK T 2 (&5
identified. Credit losses have historically been within the EEEBE -

Group’s expectations and the Group will continue to monitor

the collections from customers and maintain an appropriate

level of estimated credit losses.

Write down for inventories 7 & MOR

The management of the Group reviews an aging analysis
at each balance sheet date, and makes allowance for
obsolete and slow-moving inventory items identified that
are no longer suitable for use in production or sales. The
management estimates the net realisable value for such
raw materials and finished goods 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
allowance for obsolete items.

Impairment of investment properties

The impairment loss for investment properties are
recognised for the amounts by which the carrying amounts
exceeds its recoverable amount, in accordance with the
Group’s accounting policy. The recoverable amounts have
been determined based on fair values less costs to sell,
which is based on the best information available to reflect
the amount that obtainable at each of the balance sheet
date, from the disposal of the asset in an arm’s length
transaction between knowledgeable and willing parties,
after deducting the costs to disposal.
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CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Impairment of property, plant and equipment

The impairment loss for property, plant and equipment
are recognised for the amounts by which the carrying
amounts exceeds its recoverable amount, in accordance
with the Group’s accounting policy. The recoverable
amounts of property, plant and equipment have been
determined based on value-in-use calculations. These
calculations require the use of estimates such as the future
revenue and discount rates. No impairment was provided
during the year.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s major financial instruments include trade and
bills receivables, amounts due from related companies,
deposits and other receivables, trade payables, other
payables, obligations under finance leases and bank and
other borrowings. Details of these financial instruments
are disclosed in respective notes. The risks associated with
these financial instruments and the policies on how to
mitigate these risks are set out below. Management
manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and
effective manner.

Currency risk

Certain trade receivables and bank borrowings 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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FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES
(continued)

Cash flow interest rate risk

The Group’s cash flow interest rate risk relates primarily to
floating-rate borrowings and obligations under finance
leases. It is the Group’s policy to keep its borrowings at
floating rate of interests so as to minimise the fair value
interest rate risk.

Credit risk

The Group’s maximum exposure to credit risk in the event
of the counterparties failure to perform their obligations as
at 31 March 2007 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 regularly
reviews the recoverable amount of each individual trade
receivables 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,
with exposure spread over a number of counterparties and
customers.

Liquidity risk

The Group’s objective is to maintain a balance between
continuity of funding and flexibility through the use of bank
borrowings. The Group’s exposure to liquidity risk is
minimal.
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6. TURNOVER 6. EXH
Turnover represents the net amounts received and EEBEEEEMCEEZERETHIRRE
receivable for goods sold by the Group to outside BZHEE  ARRBEEEREZBA - FA
customers, less returns and allowances and provision of AEBRFELEER AR I E X HEH
electroplating services. An analysis of the Group’s turnover R :

for the year, for both continuing and discontinued
operations is as follows:

2007 2006
—EETLHF ZEERF
HK$’000 HK$’000
FTExT FETT
Continuing operations B E XS

Sales of goods 162,168 205,920

Discontinued operation (Note 10) RIEEE R (H5E10)
Provision of electroplating services R SIERS 11,237 15,215
173,405 221,135
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SEGMENT INFORMATION

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

(a) the clocks and other office related products
segment engages in the manufacture and
marketing of clocks and other office related
accessories;

(b) the lighting products segment engages in the
marketing of energy saving lighting products;

(c) the trading segment engages in the trading of metal;
and

(d) the electroplating services segment engages in the
provision of electroplating services.

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

During the year, the Group disposed of its electroplating
services business (see note 10).
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7. SEGMENT INFORMATION (continued) 7. D¥WEHR (&)

(a) Business segments (a) ¥BoHE
The following tables present turnover, results and TR T ASEIREFG DR 2 &%
certain asset, liabilities and expenditure information B EBEURETEE  BERAX
for the Group’s business segments. ERt e
2007
—EFLHF
Discontinued
Continuing operations operation
BELEEE REGEER
Clocks and
other office
related Lighting Electroplating
products products Trading Total services Total
REREM

WOEKHER RHEm e RE BEEE L
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TR TR T T T TR

SEGMENT TURNOVER: NEEER
Sales to external customers HETHINKP 134,612 8,519 19,037 162,168 11,237 173,405
SEGMENT RESULTS PEEE (17,283) (1,166) 292 (18,157) 142 (18,015)
Interest income 2 WA 69 3 72
Net unallocated expenses ReEEp T HFE (7,921) — (7,921)
Finance costs BEKA (2,820) — (2,820)
Allowance for bad and

doubtful debts REREE (497) - (30,386) (30,883) (305) (31,188)
Write down for inventories e (27,648) — (27,648
Gain on disposal of subsidiaries &M B A A2 Was 9,885 — 9,885
Impairment loss recognised in -+~ BEFTBRZFEEE

respect of goodwill (3,963) — (3,963)
Impairment loss recognised in -+~ EFEEERZ

respect of intangible asset HESE (46,440) —  (46,440)
Loss before tax BRHAEE (127,878) (160)  (128,038)
Income tax credit FEHES 3,176 67 3,243
Loss for the year FREE (124,702) (93) (124,795)
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7. SEGMENT INFORMATION (continued) 7. D¥WEHR (&)

(a) Business segments (continued) (a) ¥¥HE (&)
2006
et
Discontinued
Continuing operations operation
REREEH RIERE%H
Clocks and
other office
related Lighting Electroplating
products products Trading Total services Total
BERHELM

BRZHEER R¥AEM g5 gE  BERK BE
HK$'000  HK$'000  HK§O00  HK$'000  HK$O000  HK$'000
TATL TAT TATL TAT TATL TAT

SEGMENT TURNOVER: EELEE
Sales to external customers HEFHINER 155,853 20,483 29,579 205,920 15,215 221,135
SEGMENT RESULTS PEEE (18,404) (2,360) 363 (20,401) 3,560 (16,841)
Interest income FEHA 9% — 93
Net unallocated expenses REED T HFE (8,391) — (8,391)
Finance costs BEKA (2,893) — (2,893)
Allowance for bad and REREE

doubtful debts (1,668) (31) = (1,699) 97) (1,796)
Impairment loss recognised YN

in respect of interests BaER

in associates REBR (23,768) = (23,768)
Impairment loss recognised BEMERZ

in respect of goodwill HESE (17,004) — (17,004)
(Loss) profit before tax BHAT (58) 77 (74,058) 3,463 (70,595)
Income tax expenses RS (63) (1,453) (1,516)
(Loss) profit for the year ER(EE) 77 (74,121) 2,010 (72,111)
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7. SEGMENT INFORMATION (continued) 7. D¥WEHR (&)

%

(a) Business segments (continued) @) X¥Bo8 (&)
2007
—EBELHF
Clocks and
other office
related Lighting
products products Trading Total
BrEE R E A
BAZEHEHBER BHEEMR B85 LR
HK$'000 HK$'000 HK$’000 HK$'000
THET FET FET FHET
ASSETS BE
Segment assets DEEE 74,347 7,429 2,936 84,712
Unallocated assets Ree#n EE 1,823
Total assets BEBTE 86,535
LIABILITIES af&
Segment liabilities DIEBaE 30,180 1,481 8 31,669
Unallocated liabilities KAk » & (& 3,239
Total liabilities BiEEE 34,908
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7. SEGMENT INFORMATION (continued) 7. DEEHE (E

(a) Business segments (continued) @) X¥Bo8 (&)
2007
—EFLHF
Discontinued
Continuing operations operation
BELERY RIEREEH
Clocks and
other office
related Lighting Electroplating
products products Trading Total services Total
REREM

WAEKHER RHER e BE  BEER L
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TR TR TiEn TiEn TiEn TER

OTHER SEGMENT i nEER

INFORMATION:
Capital expenditure BARERY 1,393 244 - 1,637 9% 1,733
Unallocated capital expenditure  RECHDERRR R — - —
Depreciation and amortisation 47 % K & 5,838 430 1 6,269 973 7,242
Unallocated depreciation ReAPIE

and amortisation R#H 78 — 78
Unallocated impairment losses K &# 2

recognised in respect of BVEERNE

intangible asset and goodwill IR ZHERE 50,403 - 50,403
Allowance for bad and REEEE

doubtful debts 497 - 30,386 30,883 305 31,188
Write down for inventories HFEMHE 28,245 - - 28,245 — 28,245
Loss on disposal of property, — HEWE - BE R

plant and equipment REFR 426 42 — 468 — 468
Unallocated loss on disposal ~ KeeEip H&

of property, plant and nE - BER

equipment REFR 29 - 29

REEEMERAS —22+asw 1
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7. SEGMENT INFORMATION (continued) 7. REER (&
(a) Business segments (continued) (@) X898 (&)
2006
ZEEREF
Discontinued
Continuing operations operation
BEREEY RIEREER
Clocks and
other office
related Lighting Electroplating
products products Trading Total services Total
K LA
RAZEBER RPED 25 a8 BERE k]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAL TET TET TET TET
ASSETS BE
Segment assets PEEE 144,396 12,426 33,024 189,846 14,881 204,727
Interests in associates i UNCIA 5 6,000 = 6,000
Unallocated assets REBOEE 18,902 = 18,902
Total assets BEEE 214,748 14881 229,629
LIABILITIES B
Segment liabilities PHREE H4,726 11,899 66,632 2,021 68,653
Unallocated liabilities REENERE 21,135 = 21,135
Total liabilities BEAE 87,767 2,021 89,788
OTHER SEGMENT HippEE R
INFORMATION:
Capital expenditure BAMRER 2,138 144 = 2,282 251 2,533
Unallocated capital expenditure  R&CHDEARRR R 400 = 400
Depreciation and amortisation 47 % % B 8 5,189 538 = 5,727 935 6,662
Unallocated depreciation REHDNE
and amortisation R 948 — 948
Unallocated impairment REBDIRETE
losses recognised in the WaERPERER
consolidated income ZREEE
statement 41,343 — 41,343
Allowance for RERAR
bad and doubtful debts 1,699 97 1,796
Write down for inventories FEHH 8327 (145) 8,182 217 8,399
(Gain) loss on disposal of HENE  BER
property, plant and FlE () B8
equipment (20) 20 — — - -
Unallocated gain on disposal ~ KecEp HE
of property, plant and nE - BER
equipment Bl (19) — (19)
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7. SEGMENT INFORMATION (continued) 7. DEEHE (E

(b) Geographical segments (b) HEDE
The following table presents turnover and certain TR T AKEIZME D FE 2 &5
assets and expenditure information for the Group’s B -ATEERAZER -

geographical segments.

North America Europe Hong Kong PRC Others Total
F5H B Bk L i %

2007 2000 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
IRRLE CTTAE CRRLE CTRAE CRRE TR CRRUME T CUME RTE CRUME CRTE
HK$'000  HKS000 HK$'000 HKS000 HK$'000 HKSOOD HK$'000 HKS000 HKS$'000 HKS000 HKS$'000 HKS00

Tén TEn fEn TEn THEn TEr TRr TR TR TEr FEn  Thn

Segment turmover: ARERE:
Sales to extemal customers  HETFHIEE 75000 84124 54101 T3 2922 11476 33234 47874 8126 4010 173405 22113

Other segment information: ~—~ £4ABEH :

Segment assets ABEE 440 b6 14634 10740 52552 81091 6,332 12793 12577 9757 86,535 229,629
Capital expenditure BAfRS - - 103 60 bA] 17 1511 24% 96 00 1,733 2938
Revenue from the Group’s discontinued operation REBEKR RSB 2 WmERRE
was derived mainly from the PRC. R o

BEEEERAT — 22t 19



For the year ended 31st March 2007 #Z =T +F=A=+T—HLLFE

W

Notes to Consolidated Financial Statements

e BREME

FINANCE COSTS 8. MEMRAK
Continuing operations  Discontinued operation Total
BHEREEK RIMEE R B
2007 2006 2007 2006 2007 2006
BBt -TTXN ¥Rt ZEEX ¥Rt ZEERX
HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
TR THT TR THT TR THT
Interest expenses on: FEHAY :
— bank and other borrowings wholly — BRNEER
repayable within five years BEEEL
AT REAM
e & 2,797 2,845 — — 2,797 2,845
— obligations under finance leases —BEHEY
HRIE 23 48 — — 23 48
2,820 2,893 — — 2,820 2,893
INCOME TAX (CREDIT) EXPENSES 9. W (ER)BEX
Continuing operations  Discontinued operation Total
BHEREEK RIMEE R B
2007 2006 2007 2006 2007 2006
—£8+ T ZBEt ZTTX ZEBEt ZITIRX
HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
TER THT TR THL TR BT
The (credit) charge comprises: EBEHE2) ER
B
Hong Kong Profits Tax BEHNEH
— current year —-AEE 23 30 1 245 24 275
— under (over) provision in prior years ~ —BEFEZ
BETR
(BzERE) 21 (4) (165) 1,000 (144) 996
Tax in other jurisdictions Hiha) AR 2
B
— current year —AEE — 37 96 208 96 245
44 63 (68) 1,453 (24) 1,516
Deferred taxation (Note 29) EIEHIE (f5E29)  (3,220) — 1 — (3,219) =
(3,176) 63 (67) 1,453 (3,243) 1,516

Hong Kong Profits Tax is calculated at 17.5% (2006:
17.5%) of the estimated assessable profits for the year.

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

BB REHHRIRE Pl 51 R B4
K17.5% (ZFFNEF : 17.5%) 1 H

Eof R R 2 BUB R B AR 2
ABEHE -

7
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INCOME TAX (CREDIT) EXPENSES
(continued)

Pursuant to the laws and regulations in the PRC, certain
Group’s PRC subsidiaries are exempted from PRC income
tax for two years commencing from their first profit-making
year of operation and thereafter, these PRC subsidiaries
will be entitled to a 50% relief from PRC income tax for
the following three years.

During the year ended 31 March 2006, Hong Kong Inland
Revenue Department (the “IRD”) issued the protective
profits tax assessments (the “Protective Assessments”) of
approximately HK$1,000,000 relating to the years of
assessments from 2000/01 to 2003/04, that is, for the four
financial years ended 31 March 2004, against the former
subsidiary of the Company, which was being disposed of
by the Company during the year ended 31 March 2007.
The Group lodged objection with the IRD against the
Protective Assessments on 30 June 2006. The amounts
of HK$1,000,000 had been provided for in the consolidated
financial statements.
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9. INCOME TAX (CREDIT) EXPENSES 9. FEM (E&£) X (&)

(continued)
The tax (credit) charges for the year can be reconciled to AN E R TE S A BAR G W a2k P BR T R &S
the loss per the consolidated income statement as follows: BHENT
2007 2006
—EETLHF ZETRF
HK$’000 HK$’000
FTExT T T
Loss before tax: BRELRTEE
— Continuing operations — BEREERK (127,878) (74,058)
— Discontinued operation — AR PR ERS (160) 3,463
(128,038) (70,595)
Tax at domestic income tax rate BB ELT S%TE 2
of 17.5% (2006: 17.5%) HIE(ZZEZRE : 17.5%) (22,406) (12,354)
Tax effect of expenses not deductible Al AEIR A SR
for tax purposes 22 16,130 14,271
Tax effect of income not taxable BERBMIMA 2 RiEH2
for tax purpose (1,927) (540)
Utilisation of tax losses previously AAT W ARERTIAER
not recognised (140) (421)
Tax effect of tax losses not recongised AERRIBBIEZ B GTE 6,192 537
(Over) underprovision in prior years BEFE (BREEH BETR (144) 996
Effect of different tax rates of subsidiaries R Efh RAE R &= 2
operating in other jurisdictions WB AR Z TR E 2 & (595) (973)
Effect on tax exemption granted to FENBAREET 22
PRC subsidiaries (353) —
Tax (credit) charges for the year RNEFEHIBE (R B (3,243) 1,516

7
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10. DISCONTINUED OPERATIONS 10. RILREHEK
In January 2007, the Group entered into an agreement to RZETLF— ﬂ ANEBEFT S —IB R
dispose of a subsidiary, Ultra Good Electroplating Limited HE BB ARG ESEARAA ([HF
(“Ultra Good”) and its subsidiaries (the “Ultra Good %J)&Ei\MT%’D\T(WTT £E)) - ®ELRE
Group”), which carried out all the Group’s electroplating BREEERGES(EEREES]) - B
services operations (“Electroplating Services Segment”). EEEAASERBRESRABEMER o
The disposal was effected in order to generate cash flow HEFHER TS tF=A=F+HZTK I
for the expansion of the Group’s other businesses. The RZ BB EEEAR AR 2 IRIEEERT
disposal was completed on 30 March 2007, on which date B o WIRIERKRIEKERT - Reliak
control of Ultra Good Group passed to the acquirer. This is MEREEmES
regarded as a discontinued operation and accordingly, the
consolidated income statement was represented.
The (loss) profit for the period/year from the discontinued RIEE R 2 (BR) a2 AEe T -
operation is analysed as follows:
1.4.2006 1.4.2005
to 30.3.2007 to 31.3.2006
—EERE —TTRHF
A—HZ MA—HZE
—EELF —EERF
=A=+H =A=+—H
HK$’000 HK$’000
FTHExT FHT
(Loss) profit of Electroplating BIERGES 2 (BE) #H
Services Segment (93) 2,010
Attributable to: BN
Equity holders of the Company RATRERTFEA (74) 1,603
Minority interests DERRE (19) 407
(93) 2,010

7
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For the year ended 31st March 2007 & Z —EZ+F=A=+—HILFE

W

Notes to Consolidated Financial Statements

e BREME

10. DISCONTINUED OPERATIONS 10.

(continued)

The results of the electroplating services operations for the
period from 1 April 2006 to 30 March 2007, which have
been included in the consolidated income statement, were
as follows:

RIEREXER (&)

ERRBEBEAARBRP IR -FTR
FOA—BE_ZETLHF=-A=THHRZ
KB

1.4.2006 1.4.2005

to 30.3.2007 to 31.3.2006

—EERE —TTRF

A—HZE mA—HZ=E

—EELHF —EEIRF

=HA=t+H =A=+—H

HK$’000 HK$’000

FExT T T

Turnover S 11,237 15,215
Cost of sales and services provided SHE MR RIS 2 B AR (7,604) (8,772)
Other operating income e N 147 310
Administration expenses TEAX (3,940) (3,290)
(160) 3,463
Income tax credit (expense) sk e () 67 (1,453)
(Loss) profit for the period/year HR,FR (EE) &5 F (93) 2,010

During the year ended 31 March 2007, Ultra Good Group
contributed approximately HK$5,462,000 (2006:
contributed HK$380,000) to the Group’s net operating cash
flows, paid approximately HK$93,000 (2006: HK$251,000)
in respect of investing activities and paid HK$5,468,000
in respect of financing activities (2006: Nil).

No tax charge or credit arose on loss on disposal of
Electroplating Services Segment.

The carrying amounts of the assets and liabilities of the
Ultra Good Group at the date of disposal are disclosed in
note 32(b).

R-ZBELFE=A=+—0 BHEEELE
B2 &L ERERA5,462,0008 7T (- &
TN - BEA380,000/87T) © BIRE XK
= 44993,0007% 7T (ZZZ /N4 ¢ 251,000
JT)  REL & B E S X (495,468,000 70
(ZTTRE: #) -

HEEBRRBEBLBELHAEANER
B8 -

BREERZEERABZEEED

EERES
R EE32(b)A o

=

i
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For the year ended 31st March 2007 #Z =T +F=A=+T—HLLFE

11.

LOSS FOR THE YEAR

Loss for the year has been arrived at after charging

W

Notes to Consolidated Financial Statements

e BREME

11. FRABIE

FRBREME GEA) THIRE -

(crediting):
Continuing operations  Discontinued operation Total
HESEER RIEREEHK kel
2007 2006 2007 2006 2007 2006
—E8%t —TTRX Bt —TTRX CZEEt —ITIRX
HK$'000 HK$000 HK$'000 HK$000 HK$'000 HK$000
TEx T TER AT TER TAT
Cost of inventories sold EHEER
and services provided AR 2 A 147,586 183,537 7,604 8772 155,190 192,309
Staff costs (excluding directors’ 8 TR AN (EZ 84 KR4
remuneration (note 14)): (P E14)
Basic salaries and allowances ~ EHAR#H 4 =28 13,113 40,148 2,087 1,669 15,200 41,817
Retirement benefits scheme RN GBI R
contributions 1,731 1,711 — 45 1,731 1,756
14,844 41,859 2,087 1,714 16,931 43,573
Depreciation of property, % BERIEZNE
plant and equipment 5,839 6,202 926 889 6,765 7,091
Depreciation of investment REMEZTE
properties 327 272 — — 327 272
Allowance for bad and AEREEE
doubtful debts 30,883 1,699 305 97 31,188 1,796
Amortisation of intangible ERBESH
assets (included in FIATRER)
administrative expenses) — 27 — — — 27
Amortisation of prepaid TR
lease payments on land BRNEERESH
use rights (included in GIATTBER)
administrative expenses) 181 174 47 46 228 220
Auditors’ remuneration ZE & 486 350 45 30 531 380
Research and development MEREZEER
expenditure 127 267 — — 127 267
Operating leases charges BALAME LS
on rented premises HEZA 1,821 2,094 16 23 1,837 2,117
Loss (gain) on disposal HENE  BEK
of property, plant Rz EE W)
and equipment 497 (19) — — 497 (19)

7
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Notes to Consolidated Financial Statements

e BREME

11. LOSS FOR THE YEAR (continued) 11. FREE (&)
Continuing operations  Discontinued operation Total
FEREXK RIEREER #E

2007 2006 2007 2006 2007 2006
—g¥t -TIX -¥EL -TI5 -¥FL —IIN
HK$'000  HK$'000 HK$'000 HK$000 HK$'000  HK$'000

THE TET  TAR  THET  TEx  TER

Loss on disposal of HEREME L EE

investment properties 1,330 — — — 1,330 —
Net exchange (gain) loss FER (Wm) BB (3,479) 996 35 17 (3,444) 1,013
Impairment loss recognised REMEMER

in respect of investment ZREBE

properties — 571 — — — 571
Write down for inventories MiEEE 27,648 = — — 27,648 —
Write down for inventories WHEFE GrAHEERAE)

(included in cost of sales) 597 8,182 — 217 597 8,399
Gain arising from changes BAFEIRTER SRR

in fair value of financial REZEREELRT

assets at fair value through BEYESE 2 s

profit or loss — (32) - — - (32)
Gain on disposal of financial HERAFEIRLE

assets at fair value through WRRNEE

profit or loss SREE N (8) — — — (8) —
Gross rental income from REMFEzBE2 KA

investment properties (540) (353) — = (540) (353)
Less: direct operating expenses & : EAREUWAZ

that generated rental BEREERY
income 190 166 — — 190 166

Net rental income from REMFEZFE2BA

investment properties (350) (187) — = (350) (187)
Interest income FIEKA (69) (98) (3) — (72) (98)
Write back of allowance for BB R IR

bad and doubtful debts (15) (201) (95) = (110) (201)
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Notes to Consolidated Financial Statements

e BREME

12. DIVIDEND 12. RE
No dividend was paid or proposed during the two years BEERRE  BEENIBEREE-_ST £
ended 31 March 2007 and 2006 since the balance sheet ER_ZEEXFZA=+—HIREAFEZ
date. R 2 e

13. (LOSS) EARNINGS PER SHARE-BASIC 13. R (BB) Bf — EX

From continuing and discontinued operations BRERE CEBRARIEREER
The calculation of the basic loss per share attributable to RRARRERE ARG EEGRERESE
the equity holders of the Company for the year is based on TR T AR E

the following data:

2007 2006
—EELHF —TTREF
HK$’000 HK$’000
FExT T T
Loss 518
Loss for the year attributable AR &R AE A
to the equity holders of EIEFEE1E
the Company 124,577 72,149
2007 2006
—EELF —EER
Number of shares f&in & B
Number of ordinary shares RN E FRER
for the purpose of basic BiEzEEREE
loss per share 304,133,379 262,478,584

BEEEERAT ST+ O



For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE
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Notes to Consolidated Financial Statements

e BREME

13.

(LOSS) EARNINGS PER SHARE - BASIC
(continued)

From continuing operations
The calculation of the basic loss per share from continuing

operations attributable to equity holders of the Company
for the year is based on the following data:

13.

BR (BB BFN — &4 (&)

ARRIBRERBARGASEARELER
BERERANTRE T BUIEE -

2007 2006
—EELHF e S
HK$’000 HK$’000
FTHExT FETT
Loss for the year attributable to equity RARIRERE A
holders of the Company fE{h FEEEE 124,577 72,149
Less: Loss (profit) for the year from B ARERERA A
discontinued operation EIERB & LK &
attributable to equity holders X% 2 FEBE CaT)
of the Company (note 10) (FF5E10) 74 (1,603)
Loss for the year for the purpose of RBURFTERBFELE
basic loss per share from continuing ¥z BERELRER
operations 2 FEEE 124,503 73,752

The number of ordinary shares for the purposes of calculation
of basic loss per share from continuing operations used as

denominators is same as those detailed above.
From discontinued operation

Basic loss per share for discontinued operation is HKO.02
cents per share (2006: earnings of HKO.61 cents per
share), based on the loss for the year from the discontinued
operation attributable to the equity holders of the Company
of approximately HK$74,000 (2006: profit attributable to
equity holders of the Company of approximately
HK$1,603,000) and the denominators detailed above for
basic loss per share.

There was no dilution effect on the basic loss per share for
the two years ended 31 March 2007 and 2006 as there
were no dilutive shares outstanding during the two years
ended 31 Mach 2007 and 2006.

AFEREREEBRERERER Z T BRE
BFRZzo &8 EXFAERRF -

RIERERTH

RIEREEB 2 BREXEES0.02EL
(ZZFZREF  SRAFO0.61E) - THRE
ARRRBIER A AR LR EEBFEE
874,000 T (ZTTREF : RATBER
B ARG &FX1,603,00008 7T) & XXt
BREXBMZOBEFE -

HE-FTLEN-_TTAF=A=1-§
IEFIAFE © 98B T RER RS %
B - KL REHERBRIERBIY
g;ﬁo

7

88

ARTFIELD GROUP LIMITED Annual Report 2007



W
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Notes to Consolidated Financial Statements

e BREME

14. DIRECTORS’ AND SENIOR 14. EEREREBEAEMSE
MANAGEMENT’S EMOLUMENTS
(a) Directors’ emoluments (a) EEM:
The emoluments paid or payable to each of the 13 B EMN13E (2T RF  105)
(2006: 10) directors were as follows: EZMEmT
For the year ended 31 March 2007 HE—_ZTtF=A=+—HILLFE
Other emoluments
HtE &
Salaries, Retirement
allowances benefits
and other scheme
Fees benefits contributions Total
2= 1 EBIARER
e RHEMEF &It B
HK$’000 HK$’000 HK$’000 HK$’000
FET FHET FHET FHET
Executive directors: HITES
Liang Jin You! 2R — 1,320 12 1,332
Li KwoYuk! ERE!? — 360 12 372
Leung Kin Yau! 2R — 240 12 252
Ou Jian Sheng! BRIZ AT — 573 2 575
Deng Ju Neng! B E et — 516 — 516
Chen Vee Yong, Frederick? B 4 72 — — — —
Lee Sang Yoon3 ZHEE3 — — — —
Leung Heung Ying, Alvin* R Z 54 — — — —
Chung Oi Ling, Stella* EE R — — — —
Independent non-executive B FHITES :
directors:
Lo Ming Chi, Charles S 50 — — 50
Lo Wah Wai B 50 — — 50
Orr Joseph Wai Shing 1] & 2 50 — — 50
Wong Ngao San, Marcus*  EfL4 — — — —
150 3,009 38 3,197
1 Resigned on 4 July 2007 1 RZZETLF+EAMABE
2 Resigned on 11 July 2007 2 RZZEZ+LF+ A+ —BHEE
3 Appointed on 27 June 2006 and resigned g REZZEENFANAZTLHEZR
on 11 July 2007 FEERR=_ZEZT+FLA+—HE
£
4 Appointed on 14 June 2007 g R-EZTLFNATHEERT

REEEERAT — 22+ 89
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Notes to Consolidated Financial Statements

e BREME

14. DIRECTORS’ AND SENIOR 14. EERSREEAEME (&
MANAGEMENT’S EMOLUMENTS
(continued)
(a) Directors’ emoluments (continued) (a EEM<£ (&)

For the year ended 31 March 2006 HEZZTTZF=-A=-+—HIFE

Other emoluments

H b B &
Salaries, Retirement
allowances benefits
and other scheme
Fees benefits  contributions Total
e o R RREH
we RHEMEF A&l Rk
HK$’000 HK$’000 HK$’000 HK$’000
FHT FAT FAT TAT
Executive directors: HITES .
Liang Jin You RER — 1,320 12 1,332
Li Kwo Yuk E=RE — 360 12 372
Leung Kin Yau 2ER — 240 12 252
Ou Jian Sheng R {2 — 568 2 570
Deng Ju Neng B E — 120 — 120
Lin Dong Hong! MEIR! — 180 — 180
Chen Vee Yong,
Frederick? FeR 44k 12 — — — —
Independent non-executive B FHITES :
directors:
Lo Ming Chi, Charles 25 8R40 50 — — 50
Lo Wah Wai R 50 — — 50
Orr Joseph Wai Shing EE 50 — — 50
150 2,788 38 2,976
1 Resigned on 15 March 2006 1 RZETENF=ATHBEMF
2 Appointed on 15 March 2006 2 RIZEZRNF=ATHhBEEZE

No director waived any emoluments in any of the
years ended 31 March 2007 and 2006.

The remuneration of directors is determined by the
remuneration committee having regard to the
performance of individuals and market trends.

REE_ZTTELFR_TLTF=H
= t+t—HIFE  HESEEHELM
< o

FMEB R IREFEARRELTS
BEMETESHM -
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Notes to Consolidated Financial Statements

e BREME

14. DIRECTORS’ AND SENIOR 14, EEREREBAETFME (&
MANAGEMENT’S EMOLUMENTS
(continued)
(b) Senior management’s emoluments (b) SHREBEAEME
Of the five individuals with the highest emoluments RAEBRAEERHEEES  =F
in the Group, three (2006: two) were executive (ZEERFE - MB) AR RITE
directors of the Company whose emoluments are EBEIHMEEHR EX c R T2/
set out above. The emoluments of the remaining Z(CEERE: ZR)Eeag Atz
two (2006: three) highest paid individuals were as MemT :
follows:
2007 2006
—EELHF —TTRF
HK$’000 HK$’000
FTHExT FETT
Salaries, allowances and e EMK
other benefits E A4z 1,259 1,845
Retirement benefits scheme RORAE FET B ALK
contributions 79 180
1,338 2,025
The emoluments of the two (2006: three) highest MAH(ZEERF : =F) xaem
paid employees fall in the following bands: BTrMeHE 2 EEHINMT
Number of individuals
AE
2007 2006
—EELHF ZTTERF
Emoluments bands B < &8 [E
Nil — HK$1,000,000 21,000,000/ 7T 2 2
HK$1,000,000 to HK$1,500,000 1,000,0007% T2 1,500,000/% 7T — 1
2 3

rEEEaRAS — 22+ 91



W
For the year ended 31st March 2007 #Z =T +F=A=+T—HLLFE /

Notes to Consolidated Financial Statements
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14. DIRECTORS’ AND SENIOR
MANAGEMENT’S EMOLUMENTS
(continued)

14. EEREREEAEME (&)

(c)  During the year, no emoluments have been paid by (c) RAFE AEBLEREMAESS
the Group to any directors or the five highest paid hAmE e 2 AT ERB S A
individuals as an inducement to join or upon joining TS| AN ASKAF INAAR SRS » s E
the Group, or as compensation for loss of office. AR EB AL ML BEE o

15. INVESTMENT PROPERTIES 15. REY=

(a)

HK$’000
FE T
COST DN
At 1 April 2005 R-ZZEZERFWMA—H —
Transfer from property, plant HEAYE  BERREE (ME16)
and equipment (Note 16) 7,269
At 31 March 2006 R-_ZEERF=A=+—H 7,269
Transfer from property, plant HEEEYE BRER
and equipment (Note 16) BRI 2,868
Disposal e (5,306)
At 31 March 2007 R-_ZEE+HF=HA=+—H 4,831
DEPRECIATION AND IMPAIRMENT FEKRIE
At 1 April 2005 RZEZRFMA—H —
Provided for the year REZRE 272
Impairment loss recognised R R TR Z
in profit or loss REEE 571
At 31 March 2006 RZTETRF=A=+—H 843
Provided for the year REZRE 327
Eliminated on disposals H 5 BF 3 8 (559)
At 31 March 2007 RZZEE+F=A=+—H 611
CARRYING VALUES BRHEE
At 31 March 2007 R-_ZEE+F=A=+—H 4,220
At 31 March 2006 RZTETRF=A=+—H 6,426
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For the year ended 31st March 2007 #Z =T +F=A=+T—HLLFE

W

Notes to Consolidated Financial Statements

e BREME

15. INVESTMENT PROPERTIES (continued)

(b)

(c)

(d)

In the opinion of the directors of the Company, the
fair values of the Group’s investment properties at
31 March 2007 are approximately HK$4,220,000
(2006: HK$6,426,000). The fair values were
determined by reference to recent market prices
for similar properties.

The above investment properties are depreciated
on a straight-line basis over the shorter of the term
of the leases or 20 years.

The carrying values of investment properties shown
above comprises medium-term leasehold land and
buildings situated in:

15. REWXE (&

(b)

(c)

(d)

RRBEERR  AREREMER
—ETHF-A=+—HZAFED
74,220,000 T (ZEF/XF -
6,426,000/ 7T) - X FETIZSEREM
METHTEETE -

B EYMERTIRERK20FME Z
BEERBERENE -

EIREMEZ REERRELR TS
Rz HAEE LI RET

2007 2006

—ZELF —TTREF

HK$’000 HK$’000

FExT T T

Hong Kong a5 4,220 4,206
Outside Hong Kong A5 LA (= — 2,220
4,220 6,426

7
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e BREME

16. PROPERTY, PLANT AND EQUIPMENT 16. ¥ - BENKKE

Leasehold Furniture,

land and Leasehold equipment and

buildings improvements  Construction Plant and  motor vehicles
AELH BOWE  inpogress  machinery &K R Total
i &2 2% EEIE  BERER kRE it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEn T Fin Fin Thx

COST OR VALUATION WAL E

At 1 April 2005 R-ZEREFNA-A 81818 2520 10 50,742 50,167 185,257

Exchange realignment EHHBE 1,236 16 = 460 363 2,075

Additions RE — — 649 935 1,349 2933

Transfer i - - (282) - 282 —

Transfer to investment properties (Note 15) BRERENE (HE15) (9,255) - - - — (9,255)
Disposals HE - — = (345) (683) (1,028)
At 31 March 2006 R=EZ E=A=1-H 73,799 2,53 377 51,792 51,478 179982

Exchange realignment BiA% 1,792 2 13 844 734 3,405

Additions RE — 371 341 446 575 1,733

Transfer b2 - - (312) - 312 =

Transfer to investment properties (Note 15) BREERENE (1) (4,198) - — — - (4,198)
Disposals e (467) 87) = (787) (759) (2,100)
Disposal of subsidiaries HEHBAA (52,673) (1,085) (419) (27,905) (19536) (101,618
At 31 March 2007 R-ZELE=A=1-H 18,253 1,757 — 24,390 32,804 77,204

Comprising: A

At cost BRA — 1,757 — 24,390 32,804 58,951

At valuation — 1995 BibE--NARE 18,253 — — — — 18,253

18,253 1,757 = 24390 32,804 71,204
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16. PROPERTY, PLANT AND EQUIPMENT

16. W% - MEK®E (&)

(continued)
Leasehold Furniture,
land and Leasehold equipment and
buildings improvements  Construction Plant and  motor vehicles
HELH BOME  inpogress  machinery K R Total
LET i EEIR  RERES kAE o)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T Thn TAm AL AL AL
ACCUMULATED DEPRECIATION AND AMORISATION ~ 2iEHE R
At 1 April 2005 R-ZERENA-A 26,043 984 — 46,380 44,256 118,263
Exchange realignment EiA% 428 = = 432 254 1,114
Charge for the year REERH 279 273 - 1413 2611 7,001
Transfer to investment properties (Note 15) BRERENE (HiE15) (1,986) - - - — (1,986)
Eliminated on disposals i E R 8 - - - (336) (663) (999)
At 31 March 2006 RZEENE
=A=t-H 27,819 1,257 — 47,889 46,458 123,483
Exchange realignment BiA% 711 3 = 755 550 2,019
Charge for the year REETH] 3,269 284 = 1,053 2,159 6,765
Transfer to investment properties (Note 15) BREERENZ (HE15) (1,330) - - - - (1,330)
Eliminated on disposals {HE R L8 (105) (58) - (756) (639) (1558)
Eliminated on disposal of subsidiaries HENB D Ak H (24,386) (74) - (25,276) (16,356) (66,592
At 31 March 2007 RZT5LE
ZA=1-H 6,038 1,412 — 23,005 31,672 62,787
CARRYING VALUES EAE
At 31 March 2007 RZZBtE
=A=t-H 12,215 345 — 725 1,132 14417
At 31 March 2006 RZZERE
=A=t-H 45920 1,279 377 3,903 5,020 56,499
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16.

PROPERTY, PLANT AND EQUIPMENT
(continued)

The above items of property, plant and equipment are
depreciated on a straight-line basis at the following rates
per annum:

Leasehold land Over the shorter of the
and buildings term of the leases or 5%
Leasehold improvements  Over the shorter of the term
of the leases or 15%
Plant and machinery 20%
Furniture, equipment and 15% to 25%
motor vehicles

Notes:

An analysis of the cost or valuation of the leasehold land and
buildings of the Group at the balance sheet date is as follows:

16. M3 - MEK®E (B

Bt - BEMRREERB DAEREET
DI REHRITE -

HE i HHEOFEH
REF H5% 2 HEEE
HEWMEKE BREQOFRL1I5% L
B8 &
55 K2R 20%

- RERTE 15%FE25%

GEE

REER  AEEZAE it RIEFR AN EE
DT ¢

2007 2006
—ETLF —TTREF
HK$’000 HK$'000
FET FH&IT
Long-term leasehold land and buildings in: EHHEE LW EET :
Outside Hong Kong EB LA — 12,564
Medium-term leasehold land and buildings in: T EAFA & + 3 K EF -
Hong Kong BB 12,215 15,621
Outside Hong Kong BB AN — 15,090
12,215 30,711
Short-term leasehold land and buildings in: S HAFAE +# NMEF :
Outside Hong Kong EB LA — 2,645

The valuation of the leasehold land and buildings was
carried out by Knight, Frank & Kan, an independent firm
of professionally property valuers, on an open market,
existing use basis as at 31 January 1995. No further
valuation will be carried out on these land and buildings.
Had the revalued assets been valued at their cost less
accumulated depreciation and impairment losses, the total
carrying amount of land and buildings as at 31 March 2007
would be restated at approximately HK$4,812,000 (2006:
HK$6,653,000).

ME L RBF 2 EEHBLBEXGEMT
BRANETREAFMERRAEER —
ANFF—-A=+—BFE M TERZ
EFrRBFHETHE  ERAARRE
FEMREERELEE N_TTLF=
A=1t—BztHEEFZREAESEINN
#%4,812,000/% 7t (ZZZ /< : 6,653,000
BIT) °
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16. PROPERTY, PLANT AND EQUIPMENT

17.

(continued)

The carrying value of assets held under finance leases
included in the total amount of plant and machinery and
motor vehicles of the Group as at 31 March 2007 amounted

to approximately HK$412,000 (2006: HK$901,000). 901,000 7T) °

PREPAID LEASE PAYMENTS ON LAND

16. W% - MEK®E (&)

R-FELE=A=+—ARBRARES
F2AEREE (RERAEMER Rl
RS E 38) B412,000 7T (ZEEASF

17. tEAERANEERRE

USE RIGHTS
2007 2006
—EELE ZTERF
HK$’000 HK$’000
FTET T T
The Group’s prepaid lease payments ANEBZ i FE AN
on land use rights comprise: HEFRIBEBRLRE
Leasehold land in the PRC: URPBEzEEL M :
Short-term lease FRHHEE — 1,339
Medium-term lease RHIEE — 2,649
Long lease RHEIHEE — 5,240
— 9,228
Analysed for reporting purposes as: REWMEWMEDT :
Non-current asset FRBEE — 9,008
Current asset MENE E — 220
— 9,228

7

HEEEBARAR T LFFH

97



W
For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE /
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e BREME

18. INTANGIBLE ASSETS 18. B EE
On-line
game
intellectual
property rights Patents and
# R trademarks Total
HERERE SANEREE B
HK$'000 HK$'000 HK$'000
AT AT AT
COST X 7R
At 1 April 2005 R-ZZEZERFWMA—H — 1,771 1,771
Exchange realignment bE 5 AR — (37) (37)
At 31 March 2006 RZZBERF=A=+—H — 1,734 1,734
Exchange realignment bE 5 B — 48 48
Acquired on acquisition Y B KT B A & AT Uk BB 46,440 — 46,440
of a subsidiary
At 31 March 2007 R_TEE+F=A=+—H 46,440 1,782 48,222
ACCUMULATED RAEH I MO E
AMORTISATION
AND IMPAIRMENT
At 1 April 2005 R-_ZEZERFMA—H — 1,732 1,732
Exchange realignment b H S — (25) (25)
Charge for the year AN 4F B 5N — 27 27
At 31 March 2006 RZZBERF=A=+—H — 1,734 1,734
Exchange realignment bE 5 B — 48 48
Impairment loss recognised ~ AA4F & B R 2 B & 1B
for the year 46,440 — 46,440
At 31 March 2007 R_TEE+F=A=+—H 46,440 1,782 48,222
CARRYING VALUES BRHEE
At 31 March 2007 RZBEZLHF=ZA=+—H — — —
At 31 March 2006 RZEERF=A=+—H — — —
Patents and trademarks and on-line game intellectual R R P AE N A R A s EE A 2 AT R A
property rights have definite useful lives and are amortised HAR - BIREGENAFEAEE -
on a straight-line basis over five years.
The directors of the Company are of the opinion that the ARBIEERE  KEHNEREERE @ Rt
timing for launching the on-line game intellectual property NS N LB A E AR
rights to the market was not determinable after reviewing HWERBE_TSTEtF=A=T—HIFE
the development progress, impairment loss of TR (E E51846,440,00078 7T ©
HK$46,440,000 was recognised for the year ended 31
March 2007.
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19. GOODWILL 19. &
HK$’000
T T
(A) COST (A) &
At 1 April 2005 —TTRFWMHA—H 19,993
Elimination of accumulated JERE BV B ImE
amortisation upon the AEBIZE 3R 1%
application of HKFRS 3 THEH R A5 HE 5 (2,989)
At 31 March 2006 R-ZEERXF=HA=+—H 17,004
Acquired on acquisition of a Uk B2 BT B8 2 R P U B
subsidiary 3,963
At 31 March 2007 R_TEE+F=A=+—H 20,967
ACCUMULATED AMORTISATION RIS
At 1 April 2005 RZZEZTRFMA—A 2,989
Elimination of accumulated MBI 15 E 2R
amortisation upon the application FEIW A BEH R TEHE
of HKFRS 3 (2,989)
At 31 March 2006 and RZZEERFEF=A=+—H
31 March 2007 RZZEZ+F=A=+— —
IMPAIRMENT VERIES
At 1 April 2005 R-_ZEZERFMWMA—H —
Impairment loss recognised REZFTHER 2 R EEBE
for the year 17,004
At 31 March 2006 R-ZEERF=A=+—H 17,004
Impairment loss recognised REEMERZMEBE
for the year 3,963
At 31 March 2007 R-_ZEZ+HF=H=+—H 20,967

CARRYING VALUES
At 31 March 2007

At 31 March 2006

R A
R=FFLE=A=+—A

7
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19. GOODWILL (continued)

(A)

COST (continued)

During the year ended 31 March 2006, the Group
fully impaired the goodwill arising from acquisition
of Lens Trading Inc., as the directors of the
Company were of the opinion that business
prospect of this subsidiary was unfavourable and
the recoverable amount of the cash generating unit
cannot support the amount of goodwill.

During the year ended 31 March 2007, goodwill of
HK$3,963,000 was generated from the acquisition
of a subsidiary, Matrix Software Inc. (“Matrix”). The
sole asset of Matrix was the on-line game intellectual
property rights. As directors of the Company are of
the opinion that the timing for launching the on-
line game intellectual property rights to the market
was not determinable after reviewing the
development progress, impairment loss of
HK$3,963,000 was recognised.

19. & (&
(A) A ()

BT F=-A=+—HIt#F
B ARARRESZRAUMEAR
ZEBRRKE  MASELBNZ
AREICETESREEEE - X
&£ B R 8 U EE Lens Trading Inc.Z
AEZEAE -

HE - ZT+F=A=1+—HIF
- BUE—MEH B AR Matrix
Software Inc. ([Matrix]) FTEA 2 &
53,963,000/ 7T ° Matrix 2 fE—&
EABLEENEERE -AARES
REBEEREREERLER - REBTEAE
TG HE A8 B A E R R B R

7N 52 B FE SRR (B /518 3,963,00078
—

7

20. INTERESTS IN ASSOCIATES 20. RHIE AR
2007 2006
—EELHF —TTREF
HK$’000 HK$’000
FExT FHE T
Cost of investment in unlisted associates R M & A7) 2 & & KA — 29,605
Share of post-acquisition profits FE(G W B 15 0m ) K
and exchange realignment (Note a) b 5 A (Hska) — 163
Impairment loss recognised (Note c) PR 2 R EEE (i) — (23,768)
— 6,000
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20. INTERESTS IN ASSOCIATES R B A R ()
(continued)
As at 31 March 2006, the Group had interests in the RZZBEZXE=ZA=+—H ' XEBER T
following associates: NS ES SR
Place of Nominal Percentage
incorporation/ value of of equity
Form of Class of registration issued share/ attributable
business shares held and operations  registered capital to the Group
Name of associate structure i Y/ ZRE BRf7T/Bif rEEER Principal activities
HENRER EBERYA  RGER REZHE EXEE REZBDL TEEH
Success Start Incorporated Ordinary British Virgin HK$390,000 49% Investment holding
Holdings Limited EBRT LBk Islands (“BVI") 390,000 ¢ REER
(“Success Start”) RERNES
REERERAR
(TAEER])
Anxi Medicine-Make Incorporated Contributed PRC RMB30,000,000 39% Manufacture of medical
Co., Limited, Fujian NG capital H AR #30,000,0007T products
(“Anxi Medicine”) BAEX HEREER
BRERRNE
ARAA (R ERIE])
Beijing Xipu Incorporated Contributed PRC RMB10,000,000 43% Research and
Biotechnology EBRT capital H A& %10,000,0007 development,
Limited (“Beijing BAEX production and sales
Xipu”) of bio-technological
FRBERKEN medical products
BERMARAA RERAE  £ER
(MLREE]) HEENRMBEER

7
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20.

INTERESTS IN ASSOCIATES

R E AR ER ()

(continued)
Notes: I eE -
(a) The summarised unaudited financial information in (a) BBEARE BB SRR 2 ARKEBZIMIEE R
respect of the Group's associates is set out below: BMEHIN AT
2007 2006
—EELHF —EBTXRF
HK$’000 HK$'000
FTERT T
Total assets BERE — 40,930
Total liabilities BEBTE — (11,634)
Net assets BEFE — 29,296
Group’s share of net assets REEDEHE R R
of associates (Note) EEFE M) — 29,768
Revenue Uy 2§ — 9,465
Loss for the year FAEBE — (31,455)
Group’s share of results of REB D (EHEE Q7]
associates for the year (Note) FREE KD — —
Note: Pursuant to the sales and purchase agreement dated 15 Mz : REBER-_TZWE=A T H B KERE

(b)

(c)

March 2004 in respect of the acquisition of Success Start
and its subsidiaries, Anxi Medicine and Beijing Xipu,
stipulates that in the case of any loss incurred by Success
Start within five years following the date of the acquisition,
the loss will be borne by the vendors in proportion to the
original shareholdings in Success Start.

During the year ended 31 March 2007, the Group
disposed of its 49% equity interest in Success Start and
its subsidiaries, Anxi Medicine and Beijing Xipu at a
consideration of HK$6,000,000 and no gain or loss is
resulted.

During the year ended 31 March 2006, the directors of
the Company reviewed the carrying value of its interest
in associates with reference to a sale and purchase
agreement entered into by a wholly-owned subsidiary of
the Company, Easy Link Assets Limited (“Easy Link”) with
independent third parties for the disposal of Success Start.
An impairment loss of HK$23,768,000 was recognised
in the consolidated income statement.

(b)

(c)

&ﬁm‘}% TWQTLZEET%H& ’ Elq:'u-.l—
A AR B A W B A1 1 A R BR (AT S
B RIEBEBEEHENIRKERFRE 2T
S

RBE_ZTLF=A=+—"HLFE

- AN E PAK 86,000,000 7T i & X
BREMBAR (ZEHERIERER) 2
A9% ke - W SRS B ©

REBEE-—TTNF=A=1+— EIJJ:¢F
A ARREZLBARFRZENBA

Easy Link Assets Limited ([EasyLink]) ?Jt
HERBEBYE =AU EEH AR
R E AR Z w2 REE - 424 e
R B HER 23,768,000 T 2 R E 8 -

7
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21. INVENTORIES 1. &
2007 2006
—EELF —EEREF
HK$’000 HK$'000
FET TAT
Raw materials R4 72 32,478
Work in progress EE R 77 35,032
Finished goods BUAK M 11,875 11,608
12,024 79,118

At 31 March 2007, all the inventories were carried at cost.

22. TRADE AND BILLS RECEIVABLES

R-ZZETLF=A=1+—H MBEFEEE

X AFI R o

22. ERERKREVRRE

2007 2006
—EELE —TTRF
HK$’000 HK$'000
FHET T T
Trade and bills receivables (Note) R E R B E i (M) 47,331 60,089
Less: Allowance for bad B REBEREE
and doubtful debts (29,227) (4,452)
18,104 55,637
Note: Mot -

The Group’s sales are on open account terms. Trading terms with
customers are largely on credit, except for new customers where
payment in advance is normally required. Invoices are normally

payable within 30 days of issuance, except for certain well-
established customers, where the terms are extended to 180 days.

AEBZHEATRLAET - KAEPHERL
[N - RBOBELHRTEEY - [RETRHE
RIFZEFPHTREIBORZEEMIN - REHE

HNI0RAEE -

7
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22.

23.

TRADE AND BILLS RECEIVABLES 22. EWEREKEKWEZE (&
(continued)
At the balance sheet date, the aging analysis of the trade REER  EREZRRERNEE YRR
and bills receivables, net of allowance for bad and doubtful (P REBEREEB) T ¢
debts was as follows:
2007 2006
ZEBLF ZETRF
HK$’000 HK$’000
FET FET
Within 90 days 90K 14,274 24,214
91 — 365 days 91 RE365KAN 3,361 29,166
Over 1 year HE1F 469 2,257
18,104 55,637
The fair values of the Group’s trade and bills receivables REBEREER 2 ERERREREERRE
at the balance sheet date approximated to their HAREIER - Bt B A E 8 E AR fE AR A E 4R
corresponding carrying amounts because of their short- Ao
term of maturities.
PREPAYMENTS, DEPOSITS AND 23.

OTHER RECEIVABLES

The fair values of the Group’s deposits and other
receivables at the balance sheet date approximated to their
corresponding carrying amounts because of their short-
term of maturities.

i‘gﬁ%ﬁlﬁ s RER H M REWRR
J

AEBRGEE R 2me MEMBKRIAENE
HAZIEH - RitE A P EEEAER@ER
=,

7
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24. AMOUNTS DUE FROM RELATED

24, FEWEIE R RFRIE

COMPANIES
Balance Balance  Maximum amount
as at 31 as at 31 outstanding
Name March 2007 March 2006 during the year
£ R-ZBZLF R-ZBERE FRAREE
=A=t+-A%&% =A=t+-—-H&H 531 ¢
HK$'000 HK$'000 HK$'000
TET TET TET
Merry Crest Management Limited Merry Crest Management Limited
(“Merry Crest”) (TMerry Crest]) 14,111 — 14,111
Asia Peace Development Limited BRMEREB DA
(“Asia Peace”) ([&#0]) 19,002 — 19,002
33,113 —

The amounts represent the consideration receivables in
respect of the disposal of subsidiaries (Note 32a & b), of
which are unsecured, non-interest bearing, repayable on
demand and are fully settled in May 2007.

Mr. Liang Jin You, an executive director and chairman of
the Company and a controlling shareholder of the Company
(“Mr. Liang”) has beneficial interests in these two related
companies.

The fair values of the Group’s amounts due from related
companies at the balance sheet date approximated to their
corresponding carrying amounts due to their short-term
of maturities.

AR ENRB AR (HiE32akb) 2 FEUAE
SRAERER 28 BREXEERER
—ETLERAREBE -

RERFTE(TRELE]D) RARFRITEER
IFE TRRAZMABEARERER
DA ZERRR

AEERGEE B 2 BRKEERRFIAREH
AR AtEAFEREEREETEM

++

Eo

7

BRRAEEERIE T LFFR

105



For the year ended 31st March 2007 #Z =T +F=A=+T—HLLFE

%

Notes to Consolidated Financial Statements

e BREME

25. FINANCIAL ASSETS AT FAIR VALUE

THROUGH PROFIT OR LOSS

Financial assets at fair value through profit or loss include:

25.

d

BATVEIRLERERANE

BraMEE

BAHEIRLERaRANEE C SREE

BIE -
2007 2006
—EELF —ETREF
HK$’000 HK$'000
FERT FH&T
Unlisted investments in guaranteed RBEE S ZIELTIRE -
funds, at fair value BAFE — 2,343
26. TRADE PAYABLES / OTHER PAYABLES  26. B &R HMtiEMNRIERE
AND ACCRUALS TEE
At the balance sheet date, the aging analysis of the trade REER - BNERZEEI AT
payables were as follows:
2007 2006
—EELF —EETREF
HK$’000 HK$'000
FERT FH&T
Within 90 days PN 8,375 19,941
91 — 365 days 91 KE365KA 1,026 7,220
Over 1 year HE1F 416 1,392
9,817 28,553
The fair values of the Group’s trade and other payables at REBEREE B 2 ENERRH AR

the balance sheet date approximated to their corresponding
carrying amounts due to their short-term of maturities.

RAERAREE - BEEQ ?@E@ﬁ*ﬁﬁ%ﬁ%ﬁ

BHEE -

7
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27. OBLIGATIONS UNDER FINANCE 27. miEHE&IE

LEASES

The lease term is ranging from 3 to 5 years. For the year BN FIEFTE - HE_TELF=A
ended 31 March 2007, the average effective borrowing =+—HIEFE FHEREEEXARLTE
rate was 5.7% (2006: 5.7%). Interest rates are fixed at (ZZTRF :5.7F) - METDRFTHNERE
the contract date. All leases are on a fixed repayment basis o FTAEMEENEEERAELE  mMASE
and no arrangements have been entered into for contingent B3 Em ARSI RET LR HE -

rental payments.

Minimum Present value of minimum
lease payments lease payments
BRiEHAS BEELRE
2007 2006 2007 2006
—EELE ZITERF ZEBEELFE ZTERF
HK$’000 HK$’000 HK$'000 HK$’000
FET FET FHET AT
Amounts payable BEREHE
under finance leases BN zRIE
Within one year —F R 367 648 346 598
More than one year but i —FE
not more than two years B 8 Y A 102 433 929 405
More than two years but 838 18
not more than BB =4
three years 7 168 7 160
More than three years but BB =FE
not more than four years B — 23 — 21
476 1,272 452 1,184
Less: Future finance charges 5l : BB &EEH (24) (88) N/A N/A
Present value of lease MEAEZRE
obligations 452 1,184 452 1,184
Less: Amount due within one & : FI{ERBI & &
year shown under R—FAEH
current liabilities 2 3R (346) (598)
Amount due after one year R—F1&EH 2 3R 106 586

wEeEaRAs —zz+rs5n 107
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27.

28.

OBLIGATIONS UNDER FINANCE
LEASES (continued)

The Group’s obligations under finance leases are secured
by the lessor’s charge over the leased assets.

Finance leases obligations are denominated in Hong Kong
dollars.

The directors of the Company consider that the carrying
amounts of the obligations under finance leases at the
balance sheet date approximated to their fair values.

27. MMEMRERIE (&

AEBERMEMEAENAABAFTREEE
EZRERA -
MEREAZETTEE -

ARAEFRR  REERAZRERERE
ZEHREREAFERS -

BANK AND OTHER BORROWINGS 28. MITRHEMBEE
2007 2006
—EELEHF —EEREF
HK$’000 HK$’000
FET FAET
Bank loans RITER 3,570 17,642
Trust receipt loans ERBIEE K 1,488 2,766
Other loans HEMER — 567
Bank overdrafts SRITE Y 5,324 11,416
10,382 32,391

Analysed as: DT

Secured HIK 5,346 24,314
Unsecured Faii 5,036 8,077
10,382 32,391

The above amounts bear interest at prevailing market rates
and are repayable on demand or within one year.

ElESBIIRRITHIGM IR - WARE
KRR —FAREE -

7
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28. BANK AND OTHER BORROWINGS 28. SRITRHMEE (£2)

(continued)

In respect of bank loans with an aggregate carrying amount
of approximately HK$5,707,000 as at 31 March 2007, the
Group breached certain of the terms of the bank loans,
which are primarily related to the consolidated tangible

R-ZFZFLF=ZA=+—B AKHEERT
#EREE &5,707,000/8 T2 & TRITER
ZETHER BERERAZZ2EREEZFE
BREERERR - BRAHERE - AQ

net worth of the Group. On discovery of the breach, the RESEBAABIRIT WREAENEZ
directors of the Company informed the relevant bankers FER

and commenced a re-negotiation of the loans.

At 31 March 2007, all bank borrowings are floating rate RZZEZLF=HA=+—H  FBRTEE

borrowings. The bank borrowings carry interest at London
Inter-Bank Offered Rate (“LIBOR") plus 2.5%, Prime
Lending Rate plus 0.25% and Best Lending Rate (“BLR”)
plus 0.25% to 0.5%.

At 31 March 2006, bank borrowings of HK$15,587,000
and HK$16,237,000 were fixed rate borrowings and
floating rate borrowings, respectively. The fixed rate bank
borrowings carried interest ranging from 4.75% to 7.71%
per annum and the floating rate borrowings carried interest
at Hong Kong Interbank Offered Rate plus 0.25%, LIBOR
plus 2.5% and BLR plus 0.25% to 1.5%.

At 31 March 2006, the other borrowings were unsecured,
carried interest at 4.75% to 9.75% per annum and were
fully repaid in 2007.

BRFERE - BERZEXERBBTRE
FE(RBRITRAZERE]) M2 5EE
@%‘E XK S IN0.252 K KEBEER
([REEMEENE]) HN0.25EZ0.5E5

g S

—EERF=ZA=ZF+—HH ' B
,587,0007 7t % 16,237,000/ 7T < $R17 &
EXRAEEEERZIEEE - EEEER
NFATEETTIE 2 FF KL - MZER
BEAZREARITRERFESM0.25E - fa
HIRTTRIZEIRE B I2.5E R xEREER =
HBIN0.25FEE1.5EF B °

a%

R-ZERF=ZA=+—0 HtEERE
B ERCEREXFAT5EFEI.75EWE
R-_ZETLFR2EEE -
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28.

BANK AND OTHER BORROWINGS
(continued)

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

RITREMEBE (B)

AEBNEHEEEREEB UG
BZBEEHINWAT :

United Great

Renminbi  States Dollars  Britain Pound

AR EYH X

'000 '000 ‘000

AREBFTTT FE5x T

As at 31 March 2007 RZEZLF=A=+—H — 135 164
As at 31 March 2006 RZBEZERF=ZA=+—H 15,729 328 265

During the year, the Group obtained new bank borrowings
in the amount of approximately HK$26,469,000. The loans
drawn during the year bear interest at prevailing market
rates and will be repayable within one year.

The directors of the Company consider that the carrying
amounts of bank borrowings at the balance sheet date
approximated to their fair values.

FA - AEEERI5426,469,000/8 7T 2 #iE
RITEE - FRERRZERTRBITHISH
KE L AR —FREE -

ARAEEFRR REERZRITERZRE
EEEENFERSE -

7
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29. DEFERRED TAX 29. JEIEBIIE
The following are the major deferred tax liabilities (assets) NTRAERRZEEZEEHEERER (B
recognised and movement thereon during the current and BE) WRERKNERBEHRR A #8) -

prior reporting periods.

Accelerated Unrealised

tax losses on

depreciation Revaluation inventories
ME  of properties Tax losses REBZ Total
BEHE BfiM% REFS FEER g
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT FAT TAT TET TAT

At 1 April 2005 and RZZTHFMA-BR

31 March 2006 “ZE F=ZA=1+—H (766) 1,864 (87) 3,360 4,371

(Credit) charge to income ~ RAFE 2 WAR

for the year GPNELl 54 = 87 (3,360) (3219)
Released upon transfer of EMRE R ME

leasehold land and EBRARENE

buildings to investment SRR

properties 260 (260) = = =
Released on disposal R EMEARE
of subsidiaries S (21) — — — (21)
(473) 1,604 — — 1,131
For the purposes of balance sheet presentation, certain MEEABRCERME + & TETEHIEE
deferred tax assets and liabilities have been offset. The ERBEDEHE - LT ARPBEE2IRE MM
following is the analysis of the deferred tax balances for R ZIEERIBEF DN

financial reporting purposes:

2007 2006

—ETLHF —ETREF

HK$’000 HK$'000

FET FAET

Deferred tax liabilities BEEFIBEE 1,131 4,506
Deferred tax assets EEFIRE E — (135)
1,131 4,371
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29.

30.

DEFERRED TAX (continued)

29.

At 31 March 2007, the Group has unused tax losses of
HK$46,070,000 (2006: HK$13,679,000) available for
offset against future profits. No deferred tax asset has been
recognised due to the unpredictability of future profits
streams. Included in unrecognised tax losses of
approximately HK$2,178,000 (2006: HK$2,783,000) that
will expire in 2011. Other losses may be carried forward

indefinitely.

SHARE CAPITAL AND SHARE OPTIONS  30.

Share capital

IEAEBLIR (5

RZZEZHF=A=+—0 AEEZXF
T IEE 18 546,070,000/ T ( ZFZT R
%+ 13,679,00078 7T) A F8 fF B 2K 24 | 4
8 o EARFOGARANAITEAR - E I KA
REERBEE - ABAHEABED
2,178,000 7T (ZZ T /X4 : 2,783,000/
TORR_F——FEm - ZBEBRTER
ARIAEE o

PR 2 3 B IR
N

Number of ordinary shares
of HK$0.10 each

BREE0.10E T Amount
TERHE 8
2007 2006 2007 2006
—EELF —ETRE —EELF —ETREF
HK$’000 HK$'000 HK$’000 HK$'000
FERT T THET FET
Authorised: ETERA
Balance at beginning RENR=A
of year and at 31 March =t+—Hz#s% 900,000,000 900,000,000 90,000 90,000
Issued and fully paid: BEEAREHERA :
Balance at beginning of year REG R 262,478,584 262,478,584 26,248 26,248
Issue of shares for AL EEN B AR
settlement of consideration Mtz KfE
in respect of acquisition BATRD (HEE)
of a subsidiary (Note) 42,000,000 — 4,200 —
Balance at end of year RE R 304,478,584 262,478,584 30,448 26,248
Note: MI&E -

The Company allotted and issued 42,000,000 ordinary shares
of HK$0.1 each at the base price of HK$1.2 per share as
consideration for the acquisition of Matrix. All the shares
issued during the year ended 31 March 2007 rank pari passu
with the then existing shares in all respects. The base price
represents the fair value of the ordinary shares of the
Company, being the average of the closing prices as quoted
on the Stock Exchange for the last ten consecutive days prior

to the date of the agreement.

AR AIAZIEEO. 178 7T fd & #1742,000,000
B IR DA R I 1 238 TR R R M Matrin
RIE - ARBE-BBLF=A=t—ALF
ENBITZRBER S FESREBEA 2R
BRRASE - REBAAATEBR AFE
Bt B 2 Bk T BB RS B AT 2
FHRDE -

7

112

ARTFIELD GROUP LIMITED Annual Report 2007



For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE

Zy'

Notes to Consolidated Financial Statements

e BREME

30.

SHARE CAPITAL AND SHARE OPTIONS
(continued)

Share options

The Company adopted a share option scheme on 21 March
1995 (the “Old Scheme”) for the purpose of providing
incentives and rewards to directors and eligible employees
and expired on 20 March 2005.

As a result of the amendments of Chapter 17 of the Rules
Governing the Listing of Securities on the Stock Exchange
of Hong Kong Limited (the “Listing Rules”) on 1 September
2001, certain terms of the Old Scheme are no longer in
compliance with the Listing Rules and the Company can
no longer grant any further options under the Old Scheme
without being in breach of the Listing Rules. Accordingly,
the Company terminated the Old Scheme and adopted a
new share option scheme (the “New Scheme”), which was
approved in the Company’s annual general meeting on 28
August 2003, for the purpose of providing incentives to
directors and eligible participants.

Except that no further options may be granted under the
Old Scheme subsequent to its termination, all the other
provisions of the Old Scheme will remain in force so as to
give effect to the exercise of all outstanding options granted
under the Old Scheme prior to 1 September 2001 and all
such options will remain valid and exercisable in
accordance with the provisions of the Old Scheme.

According to the New Scheme, the directors of the
Company may grant options to eligible employees,
including directors of the Company or any of its subsidiaries
and any suppliers, customers, any technical, financial, and
legal professional advisors who have contributed to the
Group, to subscriber for shares in the Company for a
consideration of HK$1 for each lot of share options granted.

30. RARBKRE (&B)

BB

RAATR—NANAE=A-+—BEM—E
B2 ([E:TE))) - BEMARESERSE
B EEBIRMBBRER  RERZTTH
F=ZA=—t+HEm -

HREBHAXZAARARESF LHARA
(TEmRAUD BI7TER_FT—FNA—H
EHER] - CEBIZETHRRTBNE L
MR WEARFRBESBBRLER
g ek EWmRA - Qi - ARF
AR\ EERT I SR — TR B A A 8 ([#75T
g FEENARBMEFREERS A
% HRUABIENRARRE—ZT=FN
AZTN\BRT2ZBRRAFRE L EME -

BRIAR IEERT IR T A BRI X BB
S BREIZABEMIEXBNERN - B
R -EZ-FNA-BAREBEFEER
HBHARITEZ AEBBRES R T1T6E - M
PRAZE BRI AR IR E S 8 2 R R
BRERATATE -

REHE ARFEENRAERES -
BREARNBDIEEAMBRARZES - Rk
EREHASBERRRZ HER TP -
ER - M RAR EREEXER ZA
ITRTBEEARRBEARNRRRD - SHLA
BHBERERERBIIET -

7
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30.

SHARE CAPITAL AND SHARE OPTIONS
(continued)

Share options (continued)

Options granted should be accepted within 28 days from
the date of grant. The total number of shares which may
be issued upon exercise of all options to be granted under
the New Scheme and any other share option schemes of
the Company must not in aggregate exceed 10% of the
shares of the Company in issue at the date adoption of the
New Scheme.

The number of shares in respect of which options may be
granted to any individual in any one year is not permitted
to exceed 1% of the shares of the Company in issue at any
point in time, without prior approval from the Company’s
shareholders. Options granted to director, chief executive
or substantial shareholder of the Company or any of their
associates in excess of 0.1% of the Company’s share capital
or with a value in excess of HK$5 million must be approved
in advance by the Company’s shareholders.

The maximum number of shares to be issued upon exercise
of all outstanding options granted and yet to exercised
under the New Scheme and any other option schemes of
the Company must not in aggregate exceed 30% of the
issued share capital of the Company from time to time.

The directors may at their absolute discretion determine
the period during which an option may be exercised, such
period to expire not later than 10 years from the date of
grant of the option. The exercise price is determined by
the directors and shall not be less than the highest of (i)
the closing price of the Company’s share on the date of
grant, (ii) the average closing price of the Company’s shares
for the five business days immediately preceding the date
of grant, and (iii) the nominal value of the share.

No options were granted to directors and employees of
the Company under the New Scheme since its adoption.

30.

BRARBIRE (&)

BRE(E)

Rz BREER R 2 Bis28 B R
W o PR IRIBHTRT 81 R AR RME A E R AR
R TR ZBREY Moz I BT
SHAARRNRHATERMBEESBETRNZ
10% -

EREARRABREBLAMAET - ERALE
—FZNERZBRES R ROEB EE
MEERGTASBEARAEETRND Z
1% - AARBESE TETHRABHTE
PR s H AT B A T3 2 B AR 108 I
RN AR EE 0. 1%k B E i 35,000,000
BT BRABEERARFRRIAE -

RIFHTET & R AR AUE A E AR BB A A 813%
2 HARTT R AR EARRITE - At
MAFEHRTZESRNEE - GRATFEB
ARRB B EITRA30% °

EZA2ENBRERKREN TITE
A EZAE A SEER L ERERSMER
e+ - TREHEREE - A TER
MARBBRMHRE L B R ZWTHE : (AR
AIRONREERE AP EEE XA 2T
Wi fE: RiiDROHEE=FFPZ2&=%E °

BRGHEEIE  LEBRAAATNEER
1 B S I E R AR -
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31. ACQUISITION OF A SUBSIDIARY 31. BB A
On 4 April 2006, the Group acquired 100% of the issued RZZEZNFOANA - ASENURE
share capital of Matrix for a consideration of 50,400,000 JT Y& B Matrix 100% 2 2 21T
HK$50,400,000. The amount of goodwill arising as a result e - AREEFEEMELE 2B ER
of the acquisition was HK$3,963,000. The acquisition of 3,963,000/ 7T ° A BMatrixZ WEE = T1HE 1%
Matrix has been accounted for using the purchase method. WEE e AR ©
The net assets acquired in the transaction and the goodwill RZBERSHWE 2 EEFERMEE 2 HE
arising are as follows: AR
Acquiree’s
carrying Amounts
WU A 2 BREE
HK$'000
TAT
Net assets acquired: Fris it o B EFE :
Intellectual property R EE 46,440
Accruals e EE (3)
46,437
Goodwill arising on the acquisition AW EmELE 2 EE SAJ6E
50,400
Satisfied by: A
Shares of the Company issued (Note) BETARE KRG (K 50,400
Note: 42,000,000 ordinary shares of the Company with a par MeE: A2 UNEBREMEO.1E T T
value of HK$0.1 each were issued at the base price of 42,000,000 R EEARL2BT 2T
HK$1.2 per share as the consideration for the acquisition BIE AU EMatrix 2 (B - ARE LB
of Matrix. The fair value of the ordinary shares of the ZAFEGMEAZRE TEREERS
Company, being the average of the closing prices as BEBIMAMKZz2FEHABME) A&
quoted on the Stock Exchange for the last ten consecutive 50,400,000/ 7T ©
days prior to the date of the agreement amounted to
HK$50,400,000.
As at 31 March 2007, the financial position of Matrix R-ZFEZ+F=H=+—H ' Matrix
remains unchanged since the date of acquisition. B Y B B HA DA SR 2 B s AR 5 3 4
) o
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31. ACQUISITION OF A SUBSIDIARY 31. WEKMEBLAR (&

(continued)

The subsidiary acquired during the year ended 31 March
2007 had no significant contribution to the Group’s
turnover and loss before tax for the period between the
date of acquisition and the balance sheet date.

If the acquisition had been completed on 1 April 2006,
there would have been no significant impact on the Group’s
turnover and loss for the year. The pro forma information
is for illustrative purposes only and is not necessarily an
indication of revenue and results of operations of the Group
that actually would have been achieved had the acquisition
been completed on 1 April 2006, nor is it intended to be a
projection of future results.

REE_TTLF-_A=t—HLEFEARK
BeHMBARHASERNKBREEEEAY
MeE2XBRERREBABEAEH -

BN T NFOA —BET  WEY
AEBEZEXBENFABRBRLBEATE -
BEERIVEHRZE - MARLERR ML
FER_TTFOA—HEEX - A&E
R ER 2 A REEELS - TRAIFFERR
KEAE -
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32. DISPOSAL OF SUBSIDIARIES 32. HEMBEALQFHE
(a) On 30 March 2007, the Group disposed of its 100% (a) RoTE+E=A=+A A£EH
interest in Royal Success Enterprises Limited and Bl Merry Crest)% {2 il 4 42 {£ E 4
its subsidiary (“Royal Success Group”) and 100% 01555 OOO%E&%HEAQ&{E%%

interests in Artfield Industries (Shenzhen) Limited
to Merry Crest and Asia Peace respectively, at an
aggregate considerations of approximately

RARKEMBAR (EREE]) Z
2EHEZMREREE (RIDBERA

HK$30,292,000. The net assets of these subsidiaries TZ%%ME% c HEMBARIRNELE
at the date of disposal were as follows: ERCEEFENT

30 March 2007
—2TtF=A=+A

HK$’000
T T
Net assets disposed of: HE&EEFE :
Property, plant and equipment L E S 27,860
Prepaid lease payments on land use right T E AR ESRIE 7,920
Inventories FE 27,507
Prepayments, deposits and other receivables A RIE © &e R EAEWEIE 1,834
Amounts due from related companies U B S N B FRIA 11,929
Tax recoverable A U 15 %3R8 32
Bank balances and cash ROEFEMRE 2,761
Trade payables ERER (7,958)
Other payables and accruals Hih et 58 R g A& (5,029)
Amounts due to related companies FEAST A8 A R FE (10,275)
Obligation under a finance lease B & TH & A (134)
Bank and other borrowings RITREMEE (22,900)
Deferred tax liabilities RERIE B & (20)
33,527
Exchange reserve realised on disposal of B BB A B B B 2 BB (R
subsidiaries (7,207)
Gain on disposal &2 BT 3,972
Total consideration BRE 30,292
Satisfied by: AR
Cash H& 3,250
Amounts due from related companies e R NI E 2] 11,929
Amounts due to related companies e BEE R R FKIA (10,275)
Deferred consideration (Note) EERAE (B3 25,388
30,292
Net cash inflow arising on disposal: HEEEACRESMAFRE :
Cash consideration BERE 3,250
Bank balances and cash disposed of HEZRITEERIRS (2,761)
489
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32. DISPOSAL OF SUBSIDIARIES
(continued)

(a)

(b)

Note:

The deferred consideration is included in amounts due
from related companies as at 31 March 2007 and is fully
settled subsequent to the balance sheet date.

The subsidiaries disposed of during the year had
contributed approximately HK$70,146,000 to the Group’s
turnover and contributed approximately HK$49,903,000
to the Group’s loss for the year.

On 30 March 2007, the Group disposed of its 79.75%
entire interests in Ultra Good Group to Merry Crest, at a
consideration of approximately HK$4,954,000. The net
assets of Ultra Good Group at the date of disposal were
as follows:

32. HEWBAR (&

(a)

(b)

BHisE -
EEREBEBIER_ZEE+F=A=1+—
A %E%Eﬁﬁﬁﬂ?ﬂlﬁiﬁﬁé%%ﬁé%%ﬁ
B{E o
FRARENBRARUER EXFETER
[E1#970,146,000/8 7T @+ ¥H4E R E1E 2 & B
#949,903,0005% 7T, °

R-TBTFE=A=+H  KAEBEUKE
#94,954,00078 7T [l Merry Crestit & H 7%
BEEE 279.75% 0 o S EEER T
EEBEZEERENT :

30 March 2007
—E2BRtLHF=A=TH

HK$'000
FHIT
Net assets disposed of: HEEEFE
Property, plant and equipment M - BERZRE 7,024
Prepaid lease payments on land use right + b {F A TR T & SR IE 1,703
Inventories FE 1,620
Trade receivables FEWE K 1,599
Prepayments, deposits and other receivables TERTFRIE - 128 R H b B GRIA 218
Bank balances and cash WITHEFRES 897
Trade payables FERTE (954)
Other payables and accruals H A ERTRIB R ERT B E (570)
Amounts due to related companies FEAT A& A R IR (3,321)
Amount due to a director FEREEHRIB (390)
Tax payable FE R TE (199)
Deferred tax liabilities EEFHIBEE (1)
7,626
Exchange reserve realised on disposal of BB A AR # B 2 & H S
subsidiaries (383)
Minority interests DY AR R (1,544)
Loss on disposal & &8 (745)
Total consideration MRE 4,954
Satisfied by: AR
Cash Re 550
Amounts due to related companies FE{S AR R FKIA (3,321)
Deferred consideration (Note) EERAE (B 5E) 7,725
4954
Net cash outflow arising on disposal: HEEEACRESMAFRE :
Cash consideration BeNRE 550
Bank balances and cash disposed of HEZRTEFREES (897)
(347)

7

ARTFIELD GROUP LIMITED Annual Report 2007



For the year ended 31st March 2007 & Z —EZ+F=A=+—HILFE

Notes to Consolidated Financial Statements

e BREME

32. DISPOSAL OF SUBSIDIARIES 32. HEKWEB AT (8)

(continued)
Note: MIeE
The deferred consideration is included in amounts due FELEREE FJ” R_ZTELF=A=+—
from related companies as at 31 March 2007 and is fully Az KB AR BT NEEBREEH

settled subsequent to the balance sheet date. B o

R 15 B I S 7S = T X A B ) e A AT 2 36
BRRERZZEBEWRERHELION -

The impact of Ultra Good Group on the Group’s results
and cash flows in the current and prior periods is
disclosed in note 10.

REZBBRFRAZT=H  AEEBUKL
8#93,874,000/& M —BILE= EHJ'E
HNBEREERARRE2ENEA

HE & A GRYI) ﬁﬁEQﬂZ%%ﬁﬁéﬁT& ?

(c) On 23 June 2006, the Group disposed of its entire interest (c)
in City Bright International Limited and its wholly owned
subsidiary, City Bright Lighting (Shenzhen) Co. Ltd. to
independent third parties for a consideration of
approximately HK$3,874,000.

HK$’000
T T
Net assets disposed of: HEEEFE:
Property, plant and equipment W - BB REiE 142
Inventories T8 4,495
Trade receivables FEWE K 1
Prepayments, deposits and other receivables AR RIE - Be R EAEWEIA 2,414
Bank balances and cash RITEGFERES 407
Trade payables BT & (9,000)
Other payable and accruals Hh I RERTAE (265)
(1,806)
Exchange reserves realised on disposal of HEWBARMER 2
subsidiary b 5 e (978)
Gain on disposal ez &8F 6,658
Total consideration BRE 3,874
Satisfied by: NEAR :
Cash B 1,528
Other receivables E {th JiE 5k I8 2,346
3,874
Net cash inflow arising on disposal: HEEEZRESRAFR
Cash consideration HERE 1,528
Bank balances and cash disposed of HEZRITEFRR S (407)
1,121

The subsidiary disposed of during the year ended 31
March 2007 had no significant impact on the turnover

and results of the Group.

RBE—ZZLF=A=+—HILFEAN
HEZMEAREAREE L EEBREE

BEBEATE -
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33. MAJOR NON-CASH TRANSACTIONS 33.

(i) During the year ended 31 March 2007, the Group
allotted 42,000,000 ordinary shares at par value of
HK$0.1 each at the base price of HK$1.2 per share
as consideration for the acquisition of Matrix.

(ii) During the year ended 31 March 2006, the Group
entered into finance leases arrangements in respect
of property, plant and equipment with a total capital
value at the inception of the leases of approximately
HK$1,265,000 (2007: Nil).

34. RELATED PARTY TRANSACTIONS 34.

(i) During the year, the Group entered into the following
transactions with related parties:

TEFRERG

(i)

(ii)

RBZE_ZTLF=A=+—HItF
B2 8 - ANEEAC¥42,000,0008%
BREE0.1B T Z EBBIAGAE
B 128 TR Matrix 2 (K18 -

BE_STAF=A=t+—ALF
B AEERNE - BERRETL
BAME RN - RAERNE 04
RELA/1,265,0008 T (ZEZ+
F ) -

BEALRS
() RAFEAREERMEATERT

SRS

2007 2006
—EELF —TETNE
HK$’000 HK$'000
FET FET
German Time Limited EERETERAR
(“German Time”) (Note) ([1EERET]) (Fi5E)
Rental expense paid EfESAX 840 840
Note: BdEE -

Ms. Li Kwo Yuk, a director of the Company, has beneficial
interest in this company.

ARRNEBTRELTREA ARA RS
S -

7
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34. RELATED PARTY TRANSACTIONS
(continued)

(ii)

(iii)

Compensation of key management personnel

The remuneration of directors and other members
of key management during the year was as follows:

3. BEAXXRE (8B)

(ii)

TREEABME

RAER > EFEREMERETEENK
BZMemT :

2007 2006

—EELF —EERF

HK$’000 HK$'000

FHET FHET

Short-term benefits EHET 5,656 4,610

Post-employment benefits BEE 12 1R A 140 86

5,796 4,696

The remuneration of directors and key executives EERTETHRABZHMEIFHME

is determined by the remuneration committee BE2RFEECAARRETEBE
having regard to the performance of individuals and EE -

market trends.

On 29 January 2007, the Group entered into an
agreement with Merry Crest to dispose of its entire
interest in Royal Success Group and Ultra Good
Group at consideration of approximately HK$1 and
HK$4,954,000 respectively.

On the same date, the Group entered into another
agreement with Asia Peace to dispose of its entire
issued share capital of Artfield Industries
(Shenzhen) Limited at a consideration of
approximately HK$30,292,000. All of the above
transactions were completed on 30 March 2007.

(iii)

RZZEZLF—A=+NH K&EE
E2Merry Crestz] 32 —IE % 2 Bl ALK

FZ']I/%E&4 954,000/8 7o H & H R
EREBRFERE 2R -

RER - REBEEMII % 8K
A AR(E30,292,0008 T & E R T
HEXCRI)BARRABZEHTR
Ko AEZRGER_TZELF=H
=tHZEK -

7
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35. OPERATING LEASE COMMITMENTS 35. KREAEEE

(@) The Group as lessee () FKEEERAEF
The Group leases certain of its offices and staff RELEHELRY  AEBEHEEET
quarters under operating lease arrangements. ETHAERBEIRES @ HOHH—
Lease for properties are negotiated for a term FENFERE -

ranging from one to four years.

At the balance sheet date, the Group had REER  AEERATNHFEER 2
commitments for future minimum lease payments PNAEUBEEREER K 2 =EHEE
under non-cancellable operating leases which fall EEDT

due as follows:

2007 2006
—EELHF —ZEERF
HK$’000 HK$'000
FHERT T T
Within one year —FR 1,148 781
In the second to fifth F_FEERF
years, inclusive (BIEEREME) 510 1,690
1,658 2,471
(b) The Group as lessor (b) FAEEEALEE
At the balance sheet date, the Group had REER - AEBEFLYZER AT EAE
commitments for future minimum lease receivables [ 2 1> AT BUB A% & 38 S 178 AR 2R 2 g
under non-cancellable operating leases in respect WsEBSAELRT
of premises which would fall due as follows:
2007 2006
—EELHF ZETRF
HK$’000 HK$’000
FTHExT FETT
Within one year —FA 423 470
In the second to fifth EF_FEFRF
years inclusive (BIEEEMSE) 452 124
875 594
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35.

36.

OPERATING LEASE COMMITMENTS 35.
(continued)

(b) The Group as lessor (continued)

As at 31 March 2007, all of the properties held have
committed tenants for the next one to three years.
The properties are expected to generate rental
yields of 8.3% (2006: 8.1%) on an ongoing basis.

PLEDGE OF ASSETS 36.

At the balance sheet date, certain assets of the Group were
pledged to secure banking facilities granted to the Group
and as follows:

REHERE (B)

(b) AKEEZEBEE (H)

R-_ZBEL+E=A=+—H0 FHz
FTEMERAK —E=FHHEHM
ECHE - EHZEMESEBER
EEEESIE(ZETRF : 818)
ZHEFHE -

EEERM

REER » AEEEFEEFERAEEER
RITEEZETEEDLT ¢

2007 2006

—EELHF —TTREF

HK$’000 HK$’000

FExT T T

Investment properties "EME 4,116 6,426

Land and buildings T REF 9,609 36,811
Prepaid lease payments on T HbfE AR TR A & FIE

land use rights — 5,241

Financial assets at fair value BEAFEILEWEEA
through profit or loss BEREZE/MEE — 2,343
13,725 50,821

7
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37.

RETIREMENT BENEFIT SCHEME

The Group operates a defined contribution Mandatory
Provident Fund Scheme (“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 employee’s basic salaries and are charged to the
consolidated income statement as they become payable
in accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from those
of the Group in an independently administered fund. The
Group’s employer contributions vest fully with the
employees when contributed into the MPF Scheme.

The Company’s subsidiaries established in Mainland China
are members of the state-managed retirement benefits
scheme operated by the PRC. The retirement scheme
contributions, which are based on a certain percentage of
the salaries of the PRC subsidiaries’ employees, are
charged to the consolidated income statement in the year
to which they are related and represented the amount of
contributions payable by these subsidiaries to this scheme.

The total cost charged to the consolidated income
statement of approximately HK$1,769,000 (2006:
HK$1,794,000) represents contributions payable to the
schemes by the Group in respect of the current financial
year.

37.

3R K18 A 5T &

AEBERBERHIELTE ST R RAER
SEGFEZERERY —BERHERBESR
REfErE ([t El)) - HRDREE
BZEARHEZBADLE - YIREZ®E
SR B RN ENRAEL S WaR A
B ZBEE I EER —ABLEEE
EHE  BAKEZEENHRE - A%E
ZBEHFRABRESEERE2HE
BFA -

AR RERBEAEER 2 KB AR T EK
FFRRAL 2 FE R FUR KRB AFT &I 2K B - i’
RENMEKBEIRIEFENBARRE <%
SETANLEE  YEHFIBBEFEEALR
BRERDH - BERUEHB AR RN
TREFWAS 2HKEE -

RERE e R MR 2 BAKA# 1,769,000/
TL(ZFTIRF ¢ 1,794,000 7T) 5 A& E
SAAB B B M B At Bl 2 1K -

7
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38. POST BALANCE SHEET EVENTS

(a)

(b)

On 2 May 2007, Marigold Worldwide Group Limited
(“Marigold”), Golden Glory Group Limited (“Golden
Glory”) and Mr. Liang, being the 100% beneficial
owner of Golden Glory, entered into the sale and
purchase agreement pursuant to which Marigold
agreed to purchase and Golden Glory agreed to sell
119,184,300 shares, representing approximately
39.14% of the entire issued share capital of the
Company for a total consideration of approximately
HK$65,200,000 (equivalent to approximately
HK$0.5471 per share). The transaction was
completed on 4 July 2007.

On 1 June 2007, the Group entered into a sale and
purchase agreement with an independent third
party in relation to the disposal of the entire issued
share capital of Everbright Lighting for a
consideration of approximately HK$3,600,000. The
transaction was completed on 25 June 2007.

RERREE

(a)

(b)

RZZFEZ+EFHHZZH ' Marigold
Worldwide Group Limited
(I'Marigold]) » Golden Glory Group
Limited([Golden Gloryl) & 2 5 4
(Golden GloryZ 100% &K B wmiE A
NEI—BEEWE BEZBE
Marigold % Golden Glory% Bll[E & LA
ﬁ%’]65,200,000/%71:5§,\&ﬁ%
119,184,300 & 7 (FHE RN &K 4
0.5471/&7T) * BIRARI39.14% 2 E
BITIRAN - ZIERHER=ZZEZLHF
+tAMATK °

R-FELEAA—B  AEEHR—
BYE=HI M BEEREAKRE
493,600,000/ 7T HH & E Rk & B
ZEBETRE c ZBERHERZEE
+tEXNA-+THRBETEK -

7
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39. BALANCE SHEET OF THE COMPANY 39. KRR EEEBR

2007 2006
—EELHF —EETREF
Notes HK$’000 HK$’000
Mo e FET T T
Non-current asset EREEE
Interest in a subsidiary AL NG — 35,230
Current assets MBEE
Amounts due from JE U B /B N R FR 3B
subsidiaries (a) 46,093 98,679
Prepayments, deposits FENFE ek
and other receivables H (b jE W 5K I8 110 149
Tax recoverable B EEE 5 25
Bank balances and cash WITHEFRAS 146 69
46,354 98,922
Current liabilities nEaE
Other payables and accruals — H fth f& 1< 53X 18
gt aE 724 1,132
Amount due to a subsidiary ~ FEfTHI B A &K IE (a) — 181
724 1,313
Net current assets MENEEFE 45,630 97,609
Total assets less current BEERIBEGE
liabilities 45,630 132,839
Capital and reserves A& AN R & 18
Share capital % < 30,448 26,248
Reserves (E] (b) 15,182 106,591
45,630 132,839
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39. BALANCE SHEET OF THE COMPANY 39. AQFRIZzEEBEBXR (&

(continued)

(a) Amounts due from (to) subsidiaries (a) FEW(ERF)MBEARANRE
The amounts are unsecured, interest-free and ZESHERAEER  RERAREX
repayable on demand. The fair values of the B NEERSBE 2 A AFEEER
amounts at the balance sheet date approximated HERE °

to their corresponding carrying amounts.

(b) Reserves (b) fRfE
Share Contributed Retained

premium Surplus deficit Total

R 17 R 18 BB REBE HE

HK$’000 HK$'000 HK$'000 HK$'000

FAT FHAT FHAT FHT

At 1 April 2005 R-ZZEZTHFMA—H 40,481 128,013 (18,660) 149,834

Loss for the year FERNER — — (43,243) (43,243)

At 31 March 2006 R-ZZXE=A=1+—H 40,481 128,013 (61,903) 106,591
Shares allotted and ~ X UWEHE A A

issued for RERE 2 RkH

settlement of
consideration
in respect of

acquisition of

a subsidiary 46,200 — — 46,200
Loss for the year FRNEE — — (137,609) (137,609)
At 31 March 2007 RZBE+F=A=+—H 86,681 128,013 (199,512) 15,182
The contributed surplus of the Company represents R A BANBRIEARR R AT EA
the difference between the nominal value of the AIEBITRIDMBITZ AR RIRGN 2 EE -
Company’s shares issued in exchange for the issued HRERE AR AER - NN AT ASE
shares of the companies being acquired and the HEmmMEBACR Z EEFEZET - 1BE
value of net assets of the underlying companies ARE—NN\—FRQ8%  AREAEAT
acquired at the time of the Group’s reorganisation BRATEBARBRAERFEIELDIK

in preparation for its listing in 1995. Under the
Companies Act 1981 of Bermuda, the Company
may make distributions to its members out of the
contributed surplus in certain circumstances.
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40. PRINCIPAL SUBSIDIARIES

For the year ended 31st March 2007 HZE —EE+tHF=A=+—HILFE

40. T EME DT

Details of the principal subsidiaries held by the Company AEBR_ZTLF=A=1t—HEFEEZ=E

as at 31 March 2007 are as follows: ZBARFHBHET :
Place of Percentage
incorporation/ Nominal value of of equity
Class of registration and issued share/ attributable to
Name shares held operations registered capital the Group Principal activities
PR 4 MR TR ERT/EEM KEBERS
a8 &5 REGE 2z EAXEE BREZEAL TEER
Directly held:
EERE:
Artfield Company Limited Ordinary BVI US$50,010 100 Investment holding
gl RERAES £4£50,0107T REER
Indirectly held:
FEERE
Artfield Manufacturing Ordinary Hong Kong HK$1,000 100 Marketing of clocks
Company Limited TR BB 1,000 ¢ HERE
HHEXBRAR Non-voting HK$2,000,000°
deferred shares 2,000,000/ 7t
EREERTR
Dixon Design Limited Ordinary BVI US$10,000 100 Ownership of patents
Lk KERXHS %4£10,0007T and trademarks
RAENE AR
Wehrle Uhrenfabrik GmbH Ordinary Germany EUR255,646 100 Marketing of clocks
TR =E B 7T255,646 HERE
Precision Group Limited Ordinary BVI US$437,000 100 Investment holding
EEk EBELRS ££437,000 RERR
Everbright Lighting Limited ~ Ordinary Hong Kong HK$1,000,000 100 Property holding
XREERRAA gl e 1,000,000 70 RENE
Everbright Lighting Ordinary Hong Kang HK$2 100 Inactive
(Hong Kong) Limited ESle e 28T TmEx
KABE (BHR)BERAA
SRLEEEARAA Contributed PRC HK$2,500,000 100 Manufacture and
([5HR2%]) capital H 2,500,000 7T marketing of clocks
BRABK HERHEERE
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40. PRINCIPAL SUBSIDIARIES (continued)

40. FEMBE LT (&

Place of Percentage
incorporation/ Nominal value of of equity
Class of registration and issued share/ attributable to
Name shares held operations registered capital the Group Principal activities
PR 4 AMRYL/ TR ERT/EEMR KEBERS
£ &5 REGE 2z EAXEE BREZEAL TEER
Indirectly held:
(continued)
FEERE: (B)
East Champion Ordinary Hong Kong HK$1,200 100 Property holding
International Limited TR BB 1,200 ¢ EX=RYES
REBBRARAR
Right Time Group, Inc. Ordinary United States US$10,000 100 Marketing of clocks
L Ek of America %410,0007T HERE
EMBERE
Ferdinand International Ordinary United Kingdom GBP100, 000 100 Marketing of clocks and
(Marketing) Limited EiEk B 5$5100,000 lightening products
HERERRAER
Lens Trading Inc. Ordinary BVI Us$1 100 Trading of metals
(“Lens”) LR BERARS 21T SEES
Artfield Trading Ordinary Hong Kong HK$10,000 100 Trading of metals
(Hong Kong) Limited EER BB 10,000 1T +BES
HHES (B ARAR
= HEECEINER Contributed PRC HK$3,000,000 100 Manufacture of clocks
naE (&R capital e 3,000,0007% 75 BB E
RABK
Matrix Ordinary BVI Us$200 100 Marketing and
TR RERARES ££2007T development of
online computer
games
HERBREM L
B i B
# The non-voting deferred shares are entitled to a fixed non- # IR EA NG — (A5 ES%:T

cumulative dividend at the rate of 5% per annum and a
return of the paid-up capital after the distribution of
HK$100,000,000, but carry no rights to receive notice of
or to attend or vote at any general meeting of the company,
or to participate in the profits or assets of the company.

B2 HEIERERE RS IK100,000,000/%
TEMERNERDR - BRERNZREFR
RABRRAGBERHERRERARAZR
RRERZBARNAZENREE -

7
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e BREME

40. PRINCIPAL SUBSIDIARIES (continued)

= BH 2 Fandf® J1are wholly foreign-owned enterprises
established in the PRC.

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

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

40.

TEMBLF (&)

SREENENTIBRINTEZIEEE
©%-

ERINRARBEERAIEFELAEEE
AREBEZAEENBATR - EFR BT
SR B AR EEHFERBRILE -

RELRFENEAER - MENBARRES
EMEBETZEBES -

7
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