


Management Discussion
and Analysis

BUSINESS REVIEW

In the year under review, trading and manufacturing of toy, gift
and premium products remained the primary contributor to the
Group’s turnover, accounting for 87.9% of the consolidated
turnover. In the midst of severe price competition, fluctuating
material cost, shortage of labour, appreciation of Renminbi,
2005 is definitely a challenging year for toy manufacturers in
mainland China. Nevertheless, the Group managed to record a
turnover for its toy business of HK$157.5 million, representing
a substantial increase of HK$43.8 million, or approximately
38.6% when compared with last year. Furthermore, the segment
results raised by 28.7% from HK$10.8 million in year 2004 to
HK$13.9 in year 2005.

Such an impressive performance is mainly attributable to the
full operation of the Group’s own manufacturing plant in Boluo,
Huizhou. This well-equipped plant enhances the Group capacity
and provides a secured foothold to meet the escalating demand
from customers in quality, quantity and delivery that may not
be fulfilled by outside contractors.

Consumer products business came as the second largest
segment of the Company. Turnover generated in year 2005 was
HK$13.3 million and accounted for around 7.4% of the Group’s
total turnover. Compared with last year, turnover in consumer
products segment dropped by HK$27.4 million or 67.3% which
was resulted from the disposal of the non-core food and
beverage business in Singapore last year and the under-
performed printing products business this year.
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Similarly, weighting in securities trading decreased in this year
even though the performance in this segment was benefited
from the booming securities market. The Group recorded
turnover of HK$8.3 million and contribution of HK$2.8 million
from securities trading. However, as the Board has determined
to focus its resources on the core toy business, weighting on
consumer products and securities trading will continuously be
diminished.

OPERATION REVIEW

Following the completion of the transfer of a piece of land and
building erected thereon in March 2005, the Group smoothly
consolidated its production facilities in Boluo, Huizhou.
Commencement of full operation of this Great Force plant during
the year also marked a new era of the Group as it was
successfully transformed from a toy trading group into a toy
manufacturer.

Great Force plant is erected on a parcel of self-owned land
with site area of approximately 57,000 square meters and floor
area of approximately 53,000 square meters. The plant is well-
equipped with modernized and fully-integrated facilities for
plastic injection, spray painting, assembly, packaging and
warehousing. Geared with this plant, the production
arrangement, shipping schedule and quality of workmanship
are more controllable which enhance our confidence in meeting
the unparalleled customers’ demand. The Group keeps on
refining the production process and upgrading the facilities so
as to uplift the efficiency and production capacity.
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Material disposal of subsidiaries

During the year, the Group had disposed of Maple Force
Limited, a company in which the Group had 70% equity interest
prior to the disposal, together with the amount due from Maple
and its subsidiary at an aggregate consideration of HK$2.7
million. Maple and its subsidiary are engaged in the trading
and manufacturing of printing products and have suffered from
losses over the past years.

FINANCIAL REVIEW
Review of Results

The Group reported a turnover of approximately HK$179.1
million for the year ended 31 December 2005, representing an
increase of HK$13.8 million or 8.4% over that of last year. The
increase in turnover is mainly attributable to the operation of
the Group’s own manufacturing plant in Boluo, Huizhou which
increases the capacity of the Group. The Group generated a
gross profit of HK$28.8 million, an increase of HK$0.6 million
when compared with last year.

Profits attributable to the equity holders of the Company is
HK$10.1 million, an impressive rebound from loss of HK$6.2
million suffered last year. Basic earnings per share for the year
ended 31 December 2005 is HK0.64 cents.

Liquidity and Financial Resources

As at 31 December 2005, total borrowings of the Group
amounted to HK$8.3 million (2004: nil), of which HK$3.4 million
was repayable within one year. The borrowings include an
unsecured loan of HK$3.0 million and obligations under finance
lease of HK$5.3 million secured by charge on certain plant and
machinery of the Group with a net asset value of HK$6.0 million
as at 31 December 2005.

GFT Holdings Limited  Annual Report 2005

MEAREAHSE

RAEE - REE DA $£2,700,0007 7T 2 KB H
= Maple Force Limited (1 & A 2N & Bl{h L 70%1&
) LA R FE U Maple & B T8 A 5] 2 5/78 ° Maple &
HNB Rz ETEXBRINERCEEREE -
WHRBTEFERTERE -

Bt %5 ol R
REDRE

AEERBE_ZETERF+_A=T—RHLFEZ
BEREA) ABE179,100,0007T © BEFIE B
13,800,000 T5k8.4% ° E X R MEZEH AR AR
SERBEMNEZEERMEREVENTEE CE
BE - ANEE RS EF)E#28,800,0007T © EREFH
107 #600,0007T °

RN B FEAG % R A8 %510,100,000TT © A F
51875 16,200,000 T AIERGE - HE —TZTRHF
T AZT—BLEFESREXRZFNEEE0.64
il -

HEMHERMEER

RZZZERF+-A=+—H F~EBZREEE
758,300,000 (ZZEZTMEF - &) - A BEK
3,400,0007T/ER —FNEE - BEREERRE
3,000,000t M @l & 16 & 4 HE 5,300,000
T IAAEER - EERFE+_A=+—HEE
JF{E5%6,000,0007T 2 A THUE RS ER A -



Management Discussion
and Analysis

The gearing ratio, expressed as the percentage of total liability
over equity attributable to the equity holders of the Company,
of the Group as at 31 December 2005 dropped to 62.0% (2004:
89.9%) due to the exercise of the conversion right of the
convertible notes and the partial repayment of certain non-
current liabilities.

Capital Structure

During the year, the conversion rights of the convertible notes
in an aggregate amount of HK$2.5 million were fully exercised
by the holders. Consequently, a total of 50 million new shares
in the capital of the Company were issued and allotted and
each of Mr. Leung Wai Ho (the chairman of the Company) and
Mr. Wong Chung Shun (the deputy chairman of the Company)
was allotted 22.5 million new shares. As at 31 December 2005,
there is no outstanding convertible notes and other similar rights
other than the share options granted under the share option
scheme of the Company.

Exposure to Exchange Rates

Most of the Group’s business transactions, assets and liabilities
are denominated in Hong Kong dollars, United States dollars
and Renminbi. As Hong Kong dollars is pegged to United States
dollars and the fluctuation in the exchange rate between Hong
Kong dollars and Renminbi is relatively mild, the Group’s
exposure to foreign currency risk is minimal and thus has not
undertaken any hedging activity during the year under review.
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Contingent Liabilities

The Group has no material contingent liabilities save that a
writ of summons dated 8 October 2004 was filed by Mr. Kwok
Chin Wing, a former director of the Company against the
Company in respect of the loans due from two former
subsidiaries of the Company for a sum of approximately
HK$44.5 million together with related interests. The Company
had already completed discovery of documentary evidence and
exchange of witness statement and is ready to set the litigation
down for trial. The directors of the Company, after seeking legal
advices, are of the opinion that the plaintiff does not have a
valid claim against the Company and therefore it is unlikely to
have material adverse financial impact on the Group.

EMPLOYEES

As at 31 December 2005, the Group had approximately 1,050
employees (2004: 98) in Hong Kong and the PRC. The
considerable increase in workforce was mainly due to the full
operation of the Group’s manufacturing plant in Boluo, Huizhou,
Guangdong in 2005.

To attract, retain and motivate its employees, the Group has
developed effective remuneration policies that are subject to
review on regular basis. The Group’s employees are
remunerated with competitive packages which are in line with
prevailing industry practice and individual performance.
Furthermore, share option and performance-based bonus
scheme are also in place to recognize the outstanding
employees.
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