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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
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(a)

(b)

(c)

TEF —A=+—HILFE (LEEEMIIT)

Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong
Financial Reporting Standards (which includes all
applicable Statements of Standard Accounting
Practice and Interpretations) issued by the Hong
Kong Institute of Certified Public Accountants,
accounting principles generally accepted in Hong
Kong and the requirements of the Hong Kong
Companies Ordinance. These financial statements
also comply with the applicable disclosure
provisions of the Rules Governing the Listing of
Securities on the Main Board of The Stock
Exchange of Hong Kong Limited (“SEHK”). A
summary of the significant accounting policies
adopted by the group is set out below.

Basis of preparation of the financial statements

The measurement basis used in the preparation of
the financial statements is historical cost modified
by the revaluation of land and buildings as set out
in note 1(h).

Recently issued accounting standards

The Hong Kong Institute of Certified Public
Accountants has issued a number of new and
revised Hong Kong Financial Reporting Standards
and Hong Kong Accounting Standards (“new
HKFRSs”) which are effective for accounting

periods beginning on or after 1 January 2005.

The group has not early adopted these new HKFRSs
in the financial statements for the year ended 31
December 2004.

commenced an assessment of the impact of these

The group has already

new HKFRSs but is not yet in a position to state
whether these new HKFRSs would have a
significant impact on its results of operations and

financial position.
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(d) Subsidiaries and controlled enterprises

A subsidiary, in accordance with the Hong Kong
Companies Ordinance, is a company in which the
group, directly or indirectly, holds more than half
of the issued share capital, or controls more than
half of the voting power, or controls the
composition of the board of directors. Subsidiaries
are considered to be controlled if the company has
the power, directly or indirectly, to govern the
financial and operating policies, so as to obtain

benefits from their activities.

An investment in a controlled subsidiary is
consolidated into the consolidated financial
statements.

Intra-group balances and transactions, and any
unrealised profits arising from intra-group
transactions, are eliminated in full in preparing the
consolidated financial statements. Unrealised
losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains,
but only to the extent that there is no evidence of
impairment.

In the company’s balance sheet, an investment in a
subsidiary is stated at cost less any impairment

losses (see note 1(k)).
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
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Associates

An associate is an entity in which the group has
significant influence, but not control or joint
control, over its management, including
participation in the financial and operating policy

decisions.

An investment in an associate is accounted for in
the consolidated financial statements under the
equity method and is initially recorded at cost and
adjusted thereafter for the post acquisition change
in the group’s share of the associate’s net assets.
The consolidated income statement reflects the
group’s share of the post-acquisition results of the
associates for the year, including any amortisation
of positive or negative goodwill charged or
credited during the year in accordance with note
1(f). When the group’s share of losses exceeds the
carrying amount of the associate, the carrying
amount is reduced to nil and recognition of further
losses is discontinued except to the extent that the
group has incurred obligations in respect of the

associate.

Unrealised profits and losses resulting from
transactions between the group and its associates
are eliminated to the extent of the group’s interest
in the associate, except where unrealised losses
provide evidence of an impairment of the asset
transferred, in which case they are recognised

immediately in the income statement.

In the company’s balance sheet, an investment in
an associate is stated at cost less any impairment

losses (see note 1(k)).
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Goodwill

Positive goodwill arising on consolidation
represents the excess of the cost of the acquisition
over the group’s share of the fair value of the
identifiable assets and liabilities acquired. Positive
goodwill is amortised to the consolidated income
statement on a straight-line basis over its estimated
useful life. Positive goodwill is stated in the
consolidated balance sheet at cost less any
accumulated amortisation and any impairment

losses (see note 1(k)).

In respect of acquisitions of associates, positive
goodwill is amortised to the consolidated income
statement on a straight-line basis over its estimated
useful life. The cost of positive goodwill less any
accumulated amortisation and any impairment
losses (see note 1(k)) is included in the carrying

amount of the interest in associates.

Negative goodwill arising on acquisitions of
subsidiaries represents the excess of the group’s
share of the fair value of the identifiable assets and
liabilities acquired over the cost of the acquisition.
To the extent that negative goodwill relates to an
expectation of future losses and expenses that are
identified in the plan of acquisition and can be
measured reliably, but which have not yet been
recognised, it is recognised in the consolidated
income statement when the future losses and
expenses are recognised. Any remaining negative
goodwill, but not exceeding the fair values of the
non-monetary assets acquired, is recognised in the
consolidated income statement over the weighted
average useful life of those non-monetary assets
that are depreciable/amortisable. Negative
goodwill in excess of the fair values of the non-
monetary assets

acquired is recognised

immediately in the consolidated income statement.
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
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E+—H=1—HIEFE (LEEELZIT)

Goodwill (Continued)

In respect of any negative goodwill not yet
recognised in the consolidated income statement,
such negative goodwill is shown in the
consolidated balance sheet as a deduction from
assets in the same balance sheet classification as

positive goodwill.

On disposal of a subsidiary or an associate during
the year, any attributable amount of purchased
goodwill not previously amortised through the
consolidated income statement is included in the

calculation of the profit or loss on disposal.

Other investments in securities

The group’s policies for investments in securities
other than investments in subsidiaries and
associates are as follows:

(i) Investments held on a continuing basis for an
identified long-term purpose are classified as
investment securities. Investment securities

are stated in the balance sheet at cost less any
provisions for diminution in value. Provisions
are made when the fair values have declined
below the carrying amounts, unless there is
evidence that the decline is temporary, and
are recognised as an expense in the income
statement, such provisions being determined
for each investment individually.

(ii) All other securities (whether held for trading
or otherwise) are stated in the balance sheet at
fair value, changes in fair value are recognised

in the income statement as they arise.
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(g)

(h)

Other investments in securities (Continued)

(iii) Profits or losses on disposal of investments in
securities are determined as the difference
between the estimated net disposal proceeds
and the carrying amount of the investments
and are accounted for in the income statement

as they arise.

Fixed assets

(i)  Fixed assets are carried in the balance sheets

on the following bases:

— land and buildings held for own use are
stated in the balance sheet at their
revalued amount, being their open market
value at the date of revaluation less any
subsequent accumulated depreciation
(see note 1(j)). Revaluations are
performed by qualified valuers with
sufficient regularity to ensure that the
carrying amount of these assets does not
differ materially from that which would
be determined using fair values at the
balance sheet date; and

- plant, machinery and other fixed assets
are stated in the balance sheet at cost less
accumulated depreciation (see note 1(j))
and impairment losses (see note 1(k)).
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
BE_ZTEMF+_A="1+—HILFE (L BEEMZT)

(h) Fixed assets (Continued)

(i)

(iii)

Changes arising on the revaluation of land and
buildings held for own use are generally dealt
with in reserves. The only exceptions are as

follows:

— when a deficit arises on revaluation, it
will be charged to the income statement,
if and to the extent that it exceeds the
amount held in the reserve in respect of
that same asset immediately prior to the

revaluation; and

— when a surplus arises on revaluation, it
will be credited to the income statement,
if and to the extent that a deficit on
revaluation in respect of that same asset
had previously been charged to the

income statement.

Subsequent expenditure relating to a fixed
asset that has already been recognised is
added to the carrying amount of the asset
when it is probable that future economic
benefits, in excess of the originally assessed
standard of performance of the existing asset,
will flow to the enterprise. All other
subsequent expenditure is recognised as an

expense in the period in which it is incurred.
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(h) Fixed assets (Continued)

0]

(iv) Gains or losses arising from the retirement or
disposal of a fixed asset are determined as the
difference between the estimated net disposal
proceeds and the carrying amount of the asset
and are recognised in the income statement
on the date of retirement or disposal. On
disposal of land and buildings, any related
revaluation surplus is transferred from the

revaluation reserve to retained profits.

Operating lease charges

Where the group has the use of assets under
operating leases, payments made under the leases
are charged to the income statement in equal
instalments over the accounting periods covered by
the lease term, except where an alternative basis is
more representative of the pattern of benefits to be
derived from the leased asset. Lease incentives
received are recognised in the income statement as
an integral part of the aggregate net lease payments
made. Contingent rentals are charged to the
income statement in the accounting period in

which they are incurred.
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
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(j) Depreciation
Depreciation is calculated to write off the cost or

valuation of fixed assets over their estimated useful

lives as follows:

- freehold land is not depreciated;

—  leasehold land use rights are amortised on a

straight-line basis over the period of the grant;

—  buildings are depreciated on a straight-line
basis over the shorter of their estimated useful
lives, being 20 years from the date of
completion, and the remaining period of the

land use rights; and

— other fixed assets are depreciated on a
straight-line basis over their estimated useful

lives as follows:

Leasehold improvement

HEMEEE

Plant and machinery

TREEREM

Office equipment, furniture and fixtures
MAERE BAMEERE

Motor vehicles

"=
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(k)

Impairment of assets

Internal and external sources of information are
reviewed at each balance sheet date to identify
indications that the following assets may be
impaired or an impairment loss previously

recognised no longer exists or may have decreased:

- fixed assets (other than properties carried at
revalued amounts);

— investments in subsidiaries and associates; and

—  positive goodwill.

If any such indication exists, the asset’s
recoverable amount is estimated. An impairment
loss is recognised in the income statement
whenever the carrying amount of such an asset

exceeds its recoverable amount.

(i) Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its net selling price and value in
use. In assessing value in use, the estimated
future cash flows are discounted to their
present value using a pre-tax discount rate that
reflects current market assessments of time
value of money and the risks specific to the
asset. Where an asset does not generate cash
inflows largely independent of those from
other assets, the recoverable amount is
determined for the smallest group of assets
that generates cash inflows independently (i.e.

a cash-generating unit).
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
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Impairment of assets (Continued)
(ii) Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the recoverable amount. An
impairment loss in respect of goodwill is
reversed only if the loss was caused by a
specific external event of an exceptional
nature that is not expected to recur, and the
increase in recoverable amount relates clearly
to the reversal of the effect of that specific

event.

A reversal of impairment losses is limited to
the asset’s carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of
impairment losses are credited to the income
statement in the year in which the reversals

are recognised.

Inventories

Inventories are carried at the lower of cost and net

realisable value.

Cost is calculated using the weighted average cost
formula and comprises all costs of purchase, costs
of conversion and other costs incurred in bringing
the inventories to their present location and

condition.

Net realisable value is the estimated selling price
in the ordinary course of business less the
estimated costs of completion and the estimated
costs necessary to make the sale.
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(m)

Inventories (Continued)

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in
the period in which the related revenue is
recognised. The amount of any write-down of
inventories to net realisable value and all losses of
inventories are recognised as an expense in the
period the write-down or loss occurs. The amount
of any reversal of any write-down of inventories,
arising from an increase in net realisable value, is
recognised as a reduction in the amount of
inventories recognised as an expense in the period

in which the reversal occurs.

Cash equivalents

For the purpose of presentation in the balance
sheets, cash equivalents comprise cash at bank and
on hand, demand deposits with banks and other
financial institutions, and short-term, highly liquid
investments that are readily convertible into known
amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity from the balance
sheet date. For the purposes of the consolidated
cash flow statement, cash and cash equivalents
comprise cash at bank and on hand, demand
deposits with banks and other financial institutions,
and short-term, highly liquid investments that are
readily convertible into known amounts of cash
and which are subject to an insignificant risk of
changes in value, having been within three months
of maturity at acquisition. Bank overdrafts that are
repayable on demand and form an integral part of
the group’s cash management are also included as
a component of cash and cash equivalents for the
purpose of the consolidated cash flow statement.
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
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(n) Employee benefits

(i)

(i)

(iii)

Salaries, annual bonuses, paid annual leave,
leave passage and the cost to the group of
non-monetary benefits are accrued in the year
in which the associated services are rendered
by employees of the group. Where payment or
settlement is deferred and the effect would be
material, these amounts are stated at their
present values.

Contributions to Mandatory Provident Funds
as required under the Hong Kong Mandatory
Provident Fund Schemes Ordinance, are
recognised as an expense in the income
statement as incurred, except to the extent
that they are included in the cost of

inventories not yet recognised as an expense.

Subsidiaries incorporated in the People’s
Republic of China (“PRC”) participate in the
retirement schemes operated by the local
the PRC.
Contributions to these schemes are charged to

authorities for employees in

the income statement when incurred.
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(n) Employee benefits (Continued)

(iv) The group’s net obligation in respect of

defined benefit retirement plans is calculated
separately for each plan by estimating the
amount of future benefit that employees have
earned in return for their service in the current
and prior periods, that benefit is discounted to
determine the present value, the fair value of
any plan assets is deducted. The discount rate
is the yield at the balance sheet date on high
quality corporate bonds that have maturity
dates approximating the terms of the group’s
obligations. The calculation is performed by a
qualified actuary using the projected unit
credit method.

When the benefits of a plan are improved, the
portion of the increased benefit relating to
past service by employees is recognised as an
expense in the income statement on a straight-
line basis over the average period until the
benefits become vested. To the extent that the
benefits vest immediately, the expense is
recognised immediately in the income

statement.

In calculating the group’s obligation in respect
of a plan, to the extent that any cumulative
unrecognised actuarial gain or loss exceeds
ten percent of the greater of the present value
of the defined benefit obligation and the fair
value of plan assets, that portion is recognised
in the income statement over the expected
average remaining working lives of the
employees participating in the plan.
Otherwise, the actuarial gain or loss is not

recognised.
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

BHE—_FZF

E+—H=1—HIEFE (LEEELZIT)

(n) Employee benefits (Continued)

(iv)

(vi)

(Continued)

Where the calculation of the group’s net
obligation results in a negative amount, the
asset recognised is limited to the net total of
any cumulative unrecognised net actuarial
losses and past services costs and the present
value of any future refunds from the plan or
reductions in future contributions to the plan.

When the group grants directors or employees
options to acquire shares of the company at a
nominal consideration, no employee benefit
cost or obligation is recognised at the date of
grant. When the options are exercised, equity
is increased by the amount of the proceeds
received.

Termination benefits are recognised when, and
only when, the group demonstrably commits
itself to terminate employment or to provide
benefits as a result of voluntary redundancy by
having a detailed formal plan which is without

realistic possibility of withdrawal.

(o) Income tax

(i)

Income tax for the year comprises current tax
and movements in deferred tax assets and
liabilities. Current tax and movements in
deferred

recognised in the income statement except to

tax assets and liabilities are
the extent that they relate to items recognised
directly in equity, in which case they are

recognised in equity.
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(o)

Income tax (Continued)

(i)

(iii)

Current tax is the expected tax payable on the
taxable income for the year, using tax rates
enacted or substantively enacted at the
balance sheet date, and any adjustment to tax
payable in respect of previous years.

Deferred tax assets and liabilities arise from
deductible and taxable temporary differences
respectively, being the differences between
the carrying amounts of assets and liabilities
for financial reporting purposes and their tax
bases. Deferred tax assets also arise from

unused tax losses and unused tax credits.

(o)

Fr&®i (%)

(i)

(iii)
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BA AR - I EAESF
B R e B IR E IR & o

BREFFSHEEMAED 5
AN ERERSERE
E-ERERREEENE
BEMBHRER LOREASR
HELEEMABMNARE
MHER - BEMSHEE
1 7] LA B R A AT R AN B 1R
AR A BRI E £ -

=

L2

=

o > @ ot

# H## E O O Il

i
59



64

Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
BE_ZTEMF+_A="1+—HILFE (L BEEMZT)

(o)

Income tax (Continued)

(iii) (Continued)

Apart from certain limited exceptions, all
deferred tax liabilities, and all deferred tax
assets to the extent that it is probable that
future taxable profits will be available against
which the asset can be utilised, are
recognised. Future taxable profits that may
support the recognition of deferred tax assets
arising from deductible temporary differences
include those that will arise from the reversal
of existing taxable temporary differences,
provided those differences relate to the same
taxation authority and the same taxable entity,
and are expected to reverse either in the same
period as the expected reversal of the
deductible temporary difference or in periods
into which a tax loss arising from the deferred
tax asset can be carried back or forward. The
same criteria are adopted when determining
whether existing taxable temporary differences
support the recognition of deferred tax assets
arising from unused tax losses and credits, that
is, those differences are taken into account if
they relate to the same taxation authority and
the same taxable entity, and are expected to
reverse in a period, or periods, in which the

tax loss or credit can be utilised.
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(o)

Income tax (Continued)

(iii) (Continued)

The limited exceptions to recognition of
deferred tax assets and liabilities are those
temporary differences arising from goodwill
not deductible for tax purposes, negative
goodwill treated as deferred income, the
initial recognition of assets or liabilities that
affect neither accounting nor taxable profit
(provided they are not part of a business
combination), and temporary differences
relating to investments in subsidiaries to the
extent that, in the case of taxable differences,
the group controls the timing of the reversal
and it is probable that the differences will not
reverse in the foreseeable future, or in the
case of deductible differences, unless it is
probable that they will reverse in the future.

The amount of deferred tax recognised is
measured based on the expected manner of
realisation or settlement of the carrying
amount of the assets and liabilities, using tax
rates enacted or substantively enacted at the
balance sheet date. Deferred tax assets and

liabilities are not discounted.

The carrying amount of a deferred tax asset is
reviewed at each balance sheet date and is
reduced to the extent that it is no longer
probable that sufficient taxable profit will be
available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the
extent that it becomes probable that sufficient

taxable profit will be available.

(o)

8

(iii)
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
BE_ZTEMF+_A="1+—HILFE (L BEEMZT)

(o)

Income tax (Continued)

(iii) (Continued)

(iv)

Additional income taxes that arise from the
distribution of dividends are recognised when
the liability to pay the related dividends is
recognised.

Current tax balances and deferred tax

balances, and movements therein, are
presented separately from each other and are
not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets
against deferred tax liabilities if, and only if,
the company or the group has the legally
enforceable right to set off current tax assets
against current tax liabilities and the following

additional conditions are met:

— in the case of current tax assets and
liabilities, the company or the group
intends either to settle on a net basis, or
to realise the asset and settle the liability
simultaneously; or

— in the case of deferred tax assets and
liabilities, if they relate to income taxes
levied by the same taxation authority on
either:

—  the same taxable entity; or
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(o)

(p)

Income tax (Continued)

(iv) (Continued)

— different taxable entities, which, in
each future period in which
significant amounts of deferred tax
liabilities or assets are expected to
be settled or recovered, intend to
realise the current tax assets and
settle the current tax liabilities on a
net basis or realise and settle
simultaneously.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the company or group has
a legal or constructive obligation arising as a result
of a past event, it is probable that an outflow of
economic benefits will be required to settle the
obligation and a reliable estimate can be made.
Where the time value of money is material,
provisions are stated at the present value of the
expenditures expected to settle the obligation.

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

remote.
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

#HEz—F

TEF —A=+—HILFE (LEEEMIIT)

(q) Revenue recognition

(r)

Provided it is probable that the economic benefits
will flow to the group and the revenue and costs, if
applicable, can be measured reliably, revenue is

recognised in the income statement as follows:

(i)  Sale of goods

Revenue is recognised when goods are
delivered at the customers’ premises which is
taken to be the point in time when the
customer has accepted the goods and the
related risks and rewards of ownership.
Revenue excludes value added or other sales
taxes and is after deduction of any trade
discounts.

(ii) Commission income

Commission income on sales referred to
manufacturers is recognised when the goods
are delivered by the manufacturers to the

ultimate customers.

(iii) Interest income

Interest income from bank deposits is accrued
on a time-apportioned basis by reference to
the principal outstanding and the rate

applicable.

Translation of currencies

Renminbi and foreign currency transactions during
the year are translated into Hong Kong dollars at
the exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in
Renminbi and foreign currencies are translated into
Hong Kong dollars at the exchange rates ruling at
the balance sheet date or at the relevant forward
contract rates where applicable. Exchange gains

and losses are dealt with in the income statement.
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(r)

Translation of currencies (Continued)

The results of PRC and foreign enterprises are
translated into Hong Kong dollars at the average
exchange rates for the year; balance sheet items
are translated into Hong Kong dollars at the rates
of exchange ruling at the balance sheet date. The
resulting exchange differences are dealt with as a

movement in reserves.

On disposal of a PRC or foreign enterprise, the
cumulative amount of the exchange differences
which relate to that foreign enterprise is included

in the calculation of the profit or loss on disposal.

Borrowing costs

Borrowing costs are expensed in the income
statement in the period in which they are incurred,
except to the extent that they are capitalised as
being directly attributable to the acquisition,
construction or production of an asset which
necessarily takes a substantial period of time to get

ready for its intended use or sale.

The capitalisation of borrowing costs as part of the
cost of a qualifying asset commences when
expenditures for the asset are being incurred,
borrowing costs are being incurred and activities
that are necessary to prepare the asset for its
intended use or sale are in progress. Capitalisation
of borrowing costs is suspended or ceases when
substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are
interrupted or complete.

(r)

(s)
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

#HEz—F

(t)

(u)

TEF —A=+—HILFE (LEEEMIIT)

Related parties

For the purposes of these financial statements,
parties are considered to be related to the group if
the group has the ability, directly or indirectly, to
control the party or exercise significant influence
over the party in making financial and operating
decisions, or vice versa, or where the group and
the party are subject to common control or
common significant influence. Related parties may

be individuals or other entities.

Segment reporting

A segment is a distinguishable component of the
group that is engaged either in providing products
or services (business segment), or in providing
products or services within a particular economic
environment (geographical segment), which is
subject to risks and rewards that are different from
those of other segments.

In accordance with the group’s internal financial
reporting, the group has chosen business segment
information as the primary reporting format and
geographical segment information as the secondary
reporting format for the purposes of these financial

statements.
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(u) Segment reporting (Continued)

Segment revenue, expenses, results, assets and
liabilities include items directly attributable to a
segment as well as those that can be allocated on a
reasonable basis to that segment. For example,
segment assets may include inventories, trade
receivables and property, plant and equipment.
Segment revenue, expenses, assets, and liabilities
are determined before intra-group balances and
intra-group transactions are eliminated as part of
the consolidation process, except to the extent that
such intra-group balances and transactions are
between group enterprises within a single segment.
Inter-segment pricing is based on similar terms as

those available to other external parties.

Segment capital expenditure is the total cost
incurred during the year to acquire segment assets
(both tangible and intangible) that are expected to
be used for more than one period.

Unallocated items mainly comprise financial and
corporate assets, interest-bearing loans,
borrowings, corporate and financing expenses.

The principal activities of the group are the design,
development, manufacturing and sales of plush stuffed

toys and steel and plastic toys.

Turnover represents the net invoiced value of toys sold,
excludes value added tax and is net of any trade
discounts.
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
BE_TEMF+_HA="+—HILFE (LEEKEMLIIT)

2004 2003
$000 $000
T T
Other revenue Hib g A
Interest income from bank deposits WITFERF WA (B
(including related option premium EEERMETRNEH
income on dual currency option deposits)  Hi#EE U A) 14,531 12,703
Commission income AaBA - 577
Sales of scrap materials & RE R 543 852
Sundry income HTE UL A 3,226 2,295
18,300 16,427
Other net loss Hfth 5 18 75 40
Net gain on sale of fixed assets HE B & EKRFE 293 285
Net exchange loss bE 5 B 185 3R (6,201) (1,118)
Loss on revaluation of long-term RBEBATERANER
structured deposit contract (note 19) BB (Hfat19) (8,000) =
Gain on disposal of associate =N 259 -
Others Hit (10) (97)
(13,659) (930)
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Profit from ordinary activities before taxation is

BREAMEEXBEMNS MR (5

arrived at after charging/(crediting): A)
2004 2003
$/000 $'000
T TT
(a) Finance costs: MEMXA :
Interest on bank advances and other
borrowings wholly repayable AR AEFABBERNRT
within five years ERRHEMEER R 830 166
(b) Staff costs: BIARA :
Contributions to defined contribution
retirement plan SR HBUR IRE B R R 7,837 7,472
Expenses recognised in respect of
defined benefit retirement plan AR E M &R KA S HER
(note 25(a)) B (fat25@) 4,865 1,208
Retirement costs BRIRFTEIR AR 12,702 8,680
Salaries, wages and other benefits Fae o TENMEMER 230,730 170,827
243,432 179,507
(c) Other items: HMmIEg -
Auditors’ remuneration Z SRR B 3,500 2,830
Cost of inventories (note (i) TR (K ) 867,628 686,290
Depreciation (note (i) WE (Baa) 17,666 17,539
Operating lease charges: KEHEEBR -
— hire of plant and machinery — HETITXEE NS - 53
— hire of other assets (including - HEAEMEE (BEME
property rentals) (note (i)) BE) (K1) 28,499 22,258
Amortisation of negative goodwill WENBARESE 2
arising on acquisition of subsidiary BEEEHE (1,591) (1,591)
Amortisation of positive goodwill WETHREBEELZ
arising on acquisition of IEREHH
— subsidiary — B~ A 7,328 1,898
— associate (note (ii)) — Bk N A (K7 a i) - 717
Recovery of bad debts written off U [B] B #8852 =2 BR - (5,141)
Provision for bad debts EIREE 22,480 645
Commission expenses HemXZ 6,981 11,336
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
 E_EEMFEF A=+ —HILFE (LBEEMLT)

Notes: ff i
(i) Cost of inventories includes $183,390,000 (2003: (i)
$164,845,000) relating to staff costs, depreciation
expenses and operating lease charges, which amount is
also included in the respective total amounts disclosed
separately above or in note 4(b) for each of these types of

expenses.

(ii)  Amortisation of positive goodwill in respect of associate (i)
of $717,000 was included in the share of profits less

losses of associates for the year ended 31 December

FEXRABIFEEETIRAN  EEA
R EHEERAEBA183,390,000
T (ZZTZT =4 : 164,845,0007T) °
EEHEBENRD LA LR F4b)HD FH
SN RSl ki

BB E AR IEEE717,000T B 5"
ABE-TE=F+=-A=+—HLt
F S e B4 A B R R &5 8 o

2003.
(a) Taxation in the consolidated income statement (@ HEBZRMTINBES:
represents:
2004 2003
$'000 $/000
T Tt
Current tax — Provision for THBE B
Hong Kong Profits Tax MEHER
Tax for the year KREFZFHIE 5,184 8,489
Under-provision in respect of prior years  AEFEEHET T 3 223
5,187 8,712
Current tax — Outside Hong Kong B E-FEBUNME
Tax for the year REZFHIA 7,155 3,775
Over-provision in respect of prior years NEFEEEEHRT (86) (37)
7,069 3,738
Deferred tax B FE B 18
Origination and reversal of temporary
differences T E=EEA KER 580 773
Effect of increase in tax rate on deferred  FERESH —A— B ZELT
tax balances at 1 January MBEGR T E - 407
580 1,180
12,836 13,630
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(a) Taxation in the consolidated income statement

represents: (Continued)

Provision for Hong Kong Profits Tax is calculated at
17.5% (2003: 17.5%) of the estimated assessable
profits for the year. Taxation for subsidiaries
outside Hong Kong is charged at the appropriate
current rates of taxation ruling in the relevant tax

jurisdictions.

In accordance with the relevant regulations and the
Enterprise Income Tax Law applicable in the PRC,
the PRC subsidiaries are exempted from Enterprise
Income Tax for two years starting from the first
profit making year and thereafter subject to
Enterprise Income Tax at 50% of the standard tax
rate for the following three years. During the year
ended 31 December 2004, two of the PRC
subsidiaries are subject to Enterprise Income Tax at
50% of the standard tax rate of 27% (2003: 27%).
The remaining PRC subsidiary is loss making.

(a)

REBRBRATHHREASR : (&)

ERFESHREEREAFEMNG
SRR RAIA17.5%(ZEZT=
F 0 17.5%) W ERFTE - BN
St [ 2 BT /B A B 89 B 38 DA AR S
BRERMBEITHEE -

R IE A B A8 0l & 38 A 7 AP B A 1
EFERE - P EWE R R A LA
EEEERNSEFERAERSE
TEMEHEME  TREEZ=F
BR R RIEER KT ERN R
FHE50% c HE—TTWMF+
Z—A=+—BLFE  HEFMHE
R EIR B R AR ER K 27% (=
T =5F : 27%) HI50%M M E
Sl - Mer T BIME A A

AIREER -
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
ZEEWMFES A=+ —HIEFE (LEEEMLIT)

(b) Reconciliation between tax expense and accounting () HBEBRABERFBIERXEEE
profit at applicable tax rates: Rz $ B

2004 2003

$'000 $'000

T T

Profit before tax BR B Al 7l 65,763 134,582

Notional tax on profit before tax,
calculated at the rates applicable to  ZHBEMHBER BRI LR RIES

profits in the tax jurisdictions S M ) 38 R B R 5T B BR B AT

concerned i M B B IR 9,564 14,459
Tax effect of non-deductible expenses — “NA] 5 3 tH B9 it T 52 & 4,372 460
Tax effect of non-taxable revenue BARBRBARNTIELE (1,698) (1,068)
Tax effect of unused tax losses TTHRRRBAREEEDY

not recognised MIBRE 681 =

Effect on opening deferred tax balances
resulting from an increase in tax rate EERFE S 5 X fi EiR T

during the year TIE VAR E Y 2 & - (407)
(Over)/under-provision in prior years — AEFEEE GBE) TR (83) 186
Actual tax expense EBREMIEX 12,836 13,630

Directors’ remuneration disclosed pursuant to section RBEEBCAREDD E 161155 A E
161 of the Hong Kong Companies Ordinance is as EMemT

follows:

2004 2003

$/000 $/000

T Tt

Fees fiokn 282 244

Salaries and other emoluments e hEME 12,581 9,343

Retirement scheme contributions RIRE B 29 853

12,892 10,440
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During the year ended 31 December 2003, a director
waived his entitlement to certain remuneration of
$1,542,000. There was no remuneration waived by any
director during the year ended 31 December 2004.

Included in the directors’” remuneration were fees of
$282,000 (2003: $244,300) paid to the independent
non-executive directors during the year.

In addition, certain directors were granted options to
subscribe for shares in the company. Details of the
share options granted and outstanding in respect of
each director as at 31 December 2004 are set out under
the paragraph “Directors’ and chief executive’s interests
and short positions in shares, underlying shares and

debentures” of the report of the directors and note 26.

The remuneration of the directors is within the

following bands:

REBEE=_TZT=F+=-A=+—AHL
FE —NEEHRERDMERFZET
B 1,542,000 « REVE T THF
+ZA=+—HILFE LELAHE
EREMS -

EEMEBEFAIMN FBIIERTT
EEMH 282,000 (ZEE=4F
244,3007C) °

Bo - ETEFTERBREAREAR
RARG c REFR _TZEWF+ =
A=t HEERRHRITEZEBR
RFABHNREFSRESEEFTRER
THRABHARD - @k kE®E
B2 NORE] —BREMEE26

MEEATHEANEEAZBWT :

2004 2003
Number of = Number of

directors directors

ESAHE EFAH

$ 7T

Nil — 1,000,000 Z _ 1,000,000 3 4
1,000,001 — 1,500,000 1,000,001 — 1,500,000 1 -
1,500,001 — 2,000,000 1,500,001 — 2,000,000 - 2
2,000,001 — 2,500,000 2,000,001 - 2,500,000 1

3,500,001 — 4,000,000 3,500,001 — 4,000,000 1 -
4,000,001 — 4,500,000 4,000,001 — 4,500,000 - 1
5,500,000 — 6,000,000 5,500,000 — 6,000,000 1 -
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

E_EEMFES A=+ —HILFE (BB EMIIT)

Of the five individuals with the highest emoluments,
three (2003: four) are directors whose emoluments are
disclosed in note 6. The aggregate of the emoluments in
respect of other two (2003: one) individuals are as

follows:

ERUSEMEMALT = (=%
T=F mf) AEF  AHOBIS
BRNM R Hmi (“EE=
G —f) ATHBSBENT

2004 2003
$000 $'000
Tt Tt
Salaries and other emoluments e kEME e 2,853 1,634
Retirement scheme contributions RARET B R 24 -
2,877 1,634
The emoluments of the two (2003: one) individuals with ZMN (ZEE=ZF: — )R

the highest emoluments are within the following bands: ATHBEENATHEER :
2004 2003
Number of = Number of
individuals = individuals
ANE A

$ JC

1,000,001 — 1,500,000 1,000,001 - 1,500,000 2 -
1,500,001 — 2,000,000 1,500,001 — 2,000,000 - 1

The consolidated profit attributable to shareholders
includes a profit of $38,481,000 (2003: $90,357,000)
which has been dealt with in the financial statements of

the company.
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Reconciliation of the above amount to the company’s

bt SRR AN B AR E i A 2 B BR

profit for the year: W
2004 2003
$'000 $000
FT T
Amount of consolidated profit attributable to
shareholders dealt with in the company’s B AR R BT 7 R B
financial statements SR FE (R 4R A i FI B EE 38,481 90,357
Final dividend from subsidiary attributable F B R BN F MR R
to the profit of the previous financial year, XNEREHMEREE
approved and paid during the year RHIRR S 4,680 =
Company’s profit for the year (note 29) RRABARERmHN (M at29) 43,161 90,357
(a) Dividends attributable to the year @ TFERE
2004 2003
$'000 $'000
T T
Interim dividend declared and EEIR &R fHERE
paid of $0.030 (2003: $0.030) FhR0.030L (ZEZT=F :
per share (note 29) 0.0307t) (AfaE29) 20,026 19,755
Final dividend proposed after the REZEBREZEDIK
balance sheet date of $0.060 NEAAR B & 80.0607T
(2003: $0.060) per share (ZZZ =% : 0.0607T) 40,053 39,509
60,079 59,264

Note: The final dividend proposed after the balance

sheet date has not been recognised as a liability

at the balance sheet date.

ffat - REEE BRERED IR R AK
BUYRNEEARRAAME -
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

BEr —ZFEEMFL —A=+—HILFE (LBEE[LST)

(b) Dividends attributable to the previous financial

year, approved and paid during the year

(b)

REREHRER N ZUEMRK
FERE

2004 2003
$/000 $000
T T
Final dividend in respect of the
previous financial year, approved R R ERLAE R VAT
and paid during the year, of $0.060 BB E R ERR B B AR
per share (2003: $0.064 per share) 0.060JL (ZEZE =4 :
(note 29) FRX0.0647T) (AfiE29) 40,053 41,885
(@) Basic earnings per share @ BREFXAER

The calculation of basic earnings per share is based
on the profit attributable to shareholders of
$52,927,000 (2003: $120,952,000) and the
weighted average of 666,349,070 (2003:
654,363,387) ordinary shares in issue during the

year.

(b) Diluted earnings per share

The calculation of diluted earnings per share is
based on the profit attributable to ordinary
shareholders of $52,927,000 (2003: $120,952,000)
and the weighted average number of ordinary
shares of 670,953,579 (2003: 661,058,326) shares
after adjusting for the effects of all dilutive
potential ordinary shares under the company’s

share option scheme.
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(b)

EREXBIZZBAFENR
B E(E4F152,927,0000T (Z 2 F
=4 :120,952,0007T) R EFRE
BATZ KT EBRRKSE
666,349,070k (=TT = F :
654,363,3870%) 5t & o

BRBERF

T RS BT R AR R AR 3R B G
#)52,927,000c (Z T T =F
120,952,0007T) R B st AR &
RiETETAEAEBEEE S
EMTEREL AR ZNETFS
B AR AR 2670,953,579% (=&
T = : 661,058,326/%) T & -



(c) Reconciliations

(00 #HIER

2004 2003
Number Number
of shares of shares

Pefn 25 B Iz 85 B

Weighted average number of

ordinary shares used in calculating ~ FA{EEIEEREAREF
basic earnings per share Y 5 R D0 A 19 IR 2 666,349,070 654,363,387

Deemed issue of ordinary shares

for no consideration WA ERE

T2 E B 4,604,509 6,694,939

Weighted average number of ordinary

shares used in calculating diluted REstESREER R
earnings per share R 57 IR N AEE 45 PR 8K 670,953,579 661,058,326

Segment information is presented in respect of the
group’s business and geographical segments. Business
segment information is chosen as the primary reporting
format because this is more relevant to the group’s

internal financial reporting.

Business segments

The group comprises two main business segments:
- plush stuffed toys

—  steel and plastic toys

okt

PERERASBENEBR MM E D
BIEH 2 - ARNEB D BERE K
SENABRBERIIEZZRLA
BHEELSBENMEHMNEERLA -

A
7]
v
|:|

E 3l
AEBNTEXEBOHMWOT

- E#&WmA

B

N B

m
W
o
/ I:m]

- 2
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For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
BE—TEWNF+-A=+—HILFE (LEBKE[LST)

Notes on the Financial Statements

Plush stuffed toys Steel and plastic toys Unallocated Consolidated
E4mA SEREBHA ROBREE GREE
2004 2003 2004 2003 2004 2003 2004 2003
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
T T T T i T i Tr
Revenue from RENAER
external customers B A 1,114,298 885326 43,809 46,521 - - 1,158,107 931,847
Other revenue from RENREF
external customers MEARA 3,757 3,711 12 13 14,531 12,703 18300 16,427
Total ] 1,118,055 889,037 43,821 46,534 14,531 12,703 1,176,407 948,274
Segment result PHEE 65,188 130,824 1,547 4,774 - - 66,735 135,598
Profit from operations 45 & 66,735 135,598
Finance costs BEAMRK (830) (166)
Share of profits less BEBERA
losses of associates RARER (142) (850)
Taxation A (12,836)  (13,630)
Profit attributable
to shareholders BRR B & F 52,927 120,952
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Plush stuffed toys

Steel and plastic toys

Consolidated

E@MA SEREBHA SEYE
2004 2003 2004 2003 2004 2003
$7000 $7000 $7000 $7000 $7000 $/000
T Fr T T T T
Depreciation in respect AEREETE
of fixed assets for the year ~EEFE 16,590 16,333 1,076 1,206 17,666 17,539
Amortisation of goodwill
for the year REEEHEEH 5,648 218 89 89 5,737 307
Significant non-cash
expenses (other than REFBREER
depreciation and (HER
amortisation) B EEERIN) 22,480 645 - = 22,480 645
Segment assets DEEE 496,705 442,098 43,976 42,135 540,681 484,233
Interest in associates i ol/NE]
Sl 809 4,596 - = 809 4,596
Unallocated assets APREE 239,632 271,885
Total assets BEBE 781,122 760,714
Segment liabilities NEBEE 102,154 75,970 7,055 35,632 109,209 111,602
Unallocated liabilities ANEEE 67,367 53,835
Total liabilities BEEH 176,576 165,437
Capital expenditure AEENEE
incurred during the year MEARRY 38,266 159,647 241 239 38,507 159,886
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—EFEMEFES A=+ —HILFE (BB EMIT)

Geographical segments

The group participates in several principal economic

environments as set out below.

In presenting information on the basis of geographical
segments, segment turnover is based on the
geographical destination of delivery of goods. Segment
assets and capital expenditure are based on the

geographical location of the assets.

Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

i & 2 &P
AEBETHNBEEIZLERRPL

o

EERdwRSFEER  DHMEXE
DREXNERHENBETE - 28
BERERAXAABEENREDS

SR

Capital expenditure

incurred
Turnover Segment assets during the year
rEEREE
EXE PHERE MEREX
2004 2003 2004 2003 2004 2003
$'000 $'000 $'000 $'000 $'000 $'000
T T T T T T
North America =M 514,256 399,942 425 493 31 70
Japan AX 448,356 371,540 4,580 = 4,603 =
Europe BUM 129,496 93,400 - = - =
South Korea M 30,598 40,733 175,966 174,118 3,216 134,547
Hong Kong B - = 69,606 39,310 350 -
PRC (other than Hong Kong) B (F#K N - - 270,891 270,312 23,982 25,269
Vietnam HiFg - = 19,213 = 6,325 =
Others Hit 35,401 26,232 - = - =
1,158,107 931,847 540,681 484,233 38,507 159,886

There is no major disparity in the ratios between
turnover and profit in relation to the above
geographical locations, hence no analysis is given of
the profit contribution from each of the above

geographical locations.
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(@) The group (@ F&
Land, Office
land use equipment,
rights and  Leasehold Plant and furniture Motor
buildings improvements ~ machinery and fixtures vehicles Total
WAE
T R
TiERER HE TX%E KAR
BEW ESA ] R Bk HE @t
$000 $000 $000 $000 $000 $000
T T T T T T
Cost or valuation: BASMEE
At 1 January 2004 RZZZENF—-A—H 47,293 19,245 85,073 17,592 9,062 178,265
Exchange adjustments B X #E - - (3) 228 315 540
Additions ®E 6,745 2,353 17,693 4,472 2,380 33,643
Disposals ih& - (115) (472) (447) (287) (1,321)
At 31 December 2004 ~ RZZTREF
+=-A=+—H 54,038 21,483 102,291 21,845 11,470 211,127
Representing: K&
Cost PEN - 21,483 102,291 21,845 11,470 157,089
Valuation - 2004 —EEMEE 54,038 - - - - 54,038
54,038 21,483 102,291 21,845 11,470 211,127
Aggregate amortisation
and depreciation: BHRmELAE:
At 1 January 2004 RZZZME—F—A 4,495 12,477 44,066 11,579 5,536 78,153
Exchange adjustments X HZ - - (3) 98 15 210
Charge for the year KEERX 2,264 2,647 8,827 2,305 1,623 17,666
Written back on disposal & 2] - (98) (460) (336) (287) (1,181)
At 31 December 2004 ~ RZTTMF
+=ZA=+—H 6,759 15,026 52,430 13,646 6,987 94,848
Net book value: fREFE
At 31 December 2004 ~ RZZTREF
+=-A=+—H 47,279 6,457 49,861 8,199 4,483 116,279
At31 December 2003 ~ RZTT=F
+=-A=+—H 42,798 6,768 41,007 6,013 3,526 100,112
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For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
 E_FEEMFEF A=+ —HILFE (KBEELSTR)

Notes on the Financial Statements

(b) The company (b) F2RFH
Office
equipment,
furniture
Land and Leasehold Plant and Motor and
buildings improvements  machinery vehicles fixtures Total
BAE
R
HE T¥EE BER
tiHRET MELE Rz HE BEEE @t
$/000 $/000 $/000 $/000 $/000 $/000
FiT FT FIT FIT FIT FIT
Cost or valuation: RS A
At 1 January 2004 R-_ZZENF—A—A - 16,245 25,673 3,364 11,389 56,671
Additions #E 4,603 653 6,917 189 350 12,712
Disposals HE - (115) (441) (167) (7) (730)
At 31 December 2004 R =FTMF
+-R=+—-H 4,603 16,783 32,149 3,386 11,732 68,653
Representing: 3
Cost 2% = 16,783 32,149 3,386 11,732 64,050
Valuation — 2004 —TTNFRHE 4,603 = = = = 4,603
4,603 16,783 32,149 3,386 11,732 68,653
Aggregate depreciation: T EMAH :
At 1 January 2004 R-ZZZME—-HA—H - 10,229 19,080 2,513 7,913 39,735
Charge for the year AEFRX 23 2,341 2,725 578 1,278 6,945
Written back on disposal ] & & # 2] - (98) (441) (166) (6) (711)
At 31 December 2004 R _ZZMNF
+-A=+-H 23 12,472 21,364 2,925 9,185 45,969
Net book value: REFE
At 31 December 2004 RZ-ZZZTMF
+-A=+t—H 4,580 4,311 10,785 461 2,547 22,684
At 31 December 2003 WA -ZTT =4
+-R=+—-FH - 6,016 6,593 851 3,476 16,936
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(c) The analysis of net book value of land, land use

rights and buildings is as follows:

(c)

T THEREREENRE
FENTHAOT

2004 2003
$'000 $000
Tt T

Outside Hong Kong BEBIFEIN
— medium-term leases —FhHEEE 42,699 42,798
Freehold outside Hong Kong BERBEINKAER 4,580 -
47,279 42,798

The group’s land use rights and buildings held for
own use were revalued at 30 November 2001 by
Mr. Raymond Ho Kai Kwong who is an associate
member of the Hong Kong Institute of Surveyors
and a qualified surveyor of Vigers Hong Kong Ltd.,
at their open market value. The revaluation surplus
of $701,000 has been transferred to the land use

rights and buildings revaluation reserve of the

group.

The valuation at 31 December 2004 was performed
by the directors of the company, who are not
qualified valuers, with reference to the relevant
market indices. In their opinion, there have been
no significant changes in the value of land and
buildings since 31 December 2003.

The carrying amount of the land, land use rights
and buildings held for own use of the group at 31
December 2004 would have been $46,690,000
(2003: $42,171,000) had they been carried at cost

less accumulated depreciation.

(d)

AEBFEAANTHERAER
BEYWER-_ZEE-—F+—F=
THRHEHAEBNEMEeE8

BUARHT (B8) AR AFHEER
B ERMATEN A - LARME
REEHEITER - RE701,0007T
MEHRKREERIAEENLT
Hh {57 PR RE e BE SR W) & (A o

RZZBEEME+_A=+—H#
TZmEIBARBES (WS
ERRGER) 2 RETISEHE
Bl - TRAELHREZEY ZE
BEZZEZE=F+=-A=+—H
HEI AR B KRB o

BUAEERFEERN LM - £
Hh {55 PR A I B SR W) = R A AR R A
BETERAR - AlEL M
T ERAEREEYNR _TZN
F+-A=+T—HWEESHEE
#46,690,000T (ZZTZ = 4F :
42,171,0007T) °

b
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
BE_ZTEMF+_A="1+—HILFE (L BEEMZT)

The group
REE
2004 2003
$000 $'000
FIT Tt
At 1 January R—H—H - 282
Additions HE 4,864 3,689
Transfer to fixed assets ERAETEE - (3,971)
At 31 December Rt+=-_A=+—H 4,864 -
Negative Positive
goodwill goodwill Total
EEmE EEHE et
$000 $000 $’000
T T Tt
Cost: A
At 1 January and R-_ZZWF—H—H
31 December 2004 E+=—A=+—8H (18,960) 109,469 90,509
Accumulated amortisation: E- g X
At 1 January 2004 R-_ZEZEWNFE—H—H 7,774 (1,987) 5,787
Amortisation for the year REEHH 1,591 (7,328) (5,737)
At 31 December 2004 RZZEENF+=-_A=+—H 9,365 (9,315) 50
Carrying amount: RE S
At 31 December 2004 RZZEENF+=_A=+—H (9,595) 100,154 90,559
At 31 December 2003 RZEE=F+-_A=+—H (11,186) 107,482 96,296
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Negative goodwill is amortised to the consolidated
income statement on a straight-line basis over ten years.
Positive goodwill is amortised to the consolidated
income statement on a straight-line basis over ten to

fifteen years.

ERBEETFAREGERGRER
FEHE - CRETETETAFAR
ERENGABRREN -

The company

ART

2004 2003

$000 $000
T T

Unlisted shares, at cost IE Em AR (BRAAS)
Loans to subsidiaries BEYWNBATIZER

128,927 111,064
152,434 140,556

281,361 251,620

The loans to subsidiaries are unsecured, interest free
and have no fixed repayment term.

The following list contains only the particulars of
subsidiaries which principally affected the results,
assets or liabilities of the group. The class of shares held

is ordinary unless otherwise stated.

All of these are controlled subsidiaries as defined under
note 1(d) and have been consolidated into the group

financial statements.

BTMBARCEREER 28
N BB EE R e

TRAFMINHAKENEKE - BEX
BEEEARENMBRRFE - K
SEEREN  FEHAEORONERE
AL -

BB B A 149 B MR ()BT R
2B AT - W EEAEENYE
WEPBAHE
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Company name

NREH

Dream International USA,
Inc. (formerly C & H Toy
of America, Inc.) #

Dream International USA,
Inc. (BIfEC & H Toy

of America, Inc.) #

J.Y. Toys Co., Limited

BEELENARRAR

J.Y. International
Company Limited

*Jung Yoon Toys (Shanghai)
Co., Limited #
*IEEmA (L8 ARAR#

*C & H Toys (Suzhou)
Co., Ltd. #

Place and
incorporation
and operation

EEa g2 Ava
REEmE

United States
of America

2@

Hong Kong

Bt

Hong Kong

B

PRC

thE

PRC

B

Dream International Limited ¢ Annual Report 2004

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
BE_ZTEMF+_A="1+—HILFE (L BEEMZT)

Particulars of
issued and fully
paid up capital/

registered capital

BBITK
BERE/
EMEARFR
US$1,000,000

1,000,0003 7T

US$1,500,000

1,500,0003 7T

US$500,000

500,000 7T

US$420,000

420,000% 7T

US$9,200,000

9,200,000 7T,

Notes on the Financial Statements

Attributable
equity interest

A5 R AR R

100%

100%

100%

100%

100%

Principal
activity

ERER

Trading of
plush stuffed
toys
BEEEATA

Trading and

manufacture of

steel and plastic toys

REBIA

Trading of plush
stuffed toys and

investment holding

BEEEAMA
R EER

Manufacture of

plush stuffed toys

BUEERIA

Manufacture of

plush fabrics and
plush stuffed toys

EEBIA



Company name

DRAER

Dream INKO Co., Ltd

Dream Vina Co.,Ltd #

*C & H Toys (Shuyang) Co.,
Ltd #

Place and
incorporation
and operation

Bl
R R

South

Korea

B

Vietnam
i
PRC

FE

registered under the Laws of the PRC.

#  Subsidiaries not audited by KPMG.

Particulars of
issued and fully
paid up capital/

registered capital

BRAR
BRBRE
EREAHNE

KRW100,000,000

100,000,000%%

US$1,690,000

1,690,0003 7T

US$600,000

600,0003% T

These are wholly-owned foreign investment enterprises

Attributable
equity interest

A5 IR A R

100%

100%

100%

Principal
activity

TRER

Design,

development and

trading of plush
stuffed toys
Rat - RER
EEEMAMA

Manufacture of

plush stuffed toys

BUEEHIA

Manufacture of

plush stuffed toys

BUEEMIA

AR 1% o BZ Bl 5t K 32 19 2 & S BT 1%

Bz -

I I i B 55 B B ET RN 75 T & AL A BT

B2RA] -
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
BE_ZTEMF+_A="1+—HILFE (L BEEMZT)

The group The company
KEE PN
2004 2003 2004 2003
$’000 $’000 $'000 $’000
Tt T Tt Tt
Unlisted shares, at cost JE LR (R ANE) - - 1,248 1,248
Share of net assets (5 EEFE 809 2,445 - -
Goodwill GRS - 2,151 - =
809 4,596 1,248 1,248
Details of the associates are as follows: BERNR ZHFBWOT ¢

Proportion of ownership interest

Place of Particulars the
Form of incorporation of issued  group’s held
Name of business and and paid effective by the held by held by Principal
associate structure  operation up capital interest company  subsidiary associate activity
BE&Rf BRELD
BELNT BERE  HERRY R#R FREN ARE KWERAR  BEQRF
1 KA REE®RE RAwE BHEER s s Fi%H TEXK
Kedington Incorporated British 800,000 20% 20% - - Investment
Enterprises Virgin ordinary holding
Inc. Islands shares of
US$1 each
“E RBREX 800,000/ RAER
BS gRIET
ZERR
Yuan Lin Toys  Incorporated PRC Registered 20% - - 100% Manufacture
(Suzhou) capital of of plush
Co., Ltd US$1,000,000 stuffed toys
TR A (BRIM) AE FE 1,000,000% 7T REEATA
BRAF LM
The investment in Sung Won Industries Inc. (“Sung 5T A B AR B 2 R R Y B 28 Z Sung
Won”) previously included in interest in associates has Won Industries Inc. ([Sung Wonl) %
been reclassified to other investments. Further details BEEEHDBREMIKRE - GRS
are disclosed in note 18. HRME18
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2004 2003

Golf club memberships, at cost

EEAREEH

$'000 $'000
Tt Tt
12,180 11,313

Other investments represent the group’s 27%
shareholding in Sung Won, a company incorporated in
South Korea and engaged in the trading of plush stuffed
toys.

As at 31 December 2003, this investment was
accounted for as an associate in which the group held a
36% shareholding. The consolidated income statement
for the year ended 31 December 2003 includes the

group’s share of the results of Sung Won for the year.

During the year, the group entered into an agreement to
sell its 36% shareholding to the other shareholder of
Sung Won. 9% of the interest in Sung Won was
disposed of by the group during the year for a
consideration of US$150,000 (equivalent to
$1,170,000) at a profit of $259,000. The remaining
27% shareholding is to be sold to the shareholder

piecemeal over a period of 3 years.

Following the signing of the agreement, the group’s
representative resigned from the board of directors of
Sung Won. In the opinion of the directors, the group is
no longer in a position to exercise significant influence
over the financial and operating policies of Sung Won.
Accordingly, the interest in Sung Won has been
included under other investments as at 31 December
2004.

H th % & 18 AN & B 7 Sung Won (— [
REBEFMEKTI AR - HEBRE
BEMITA) 227%RHE -

R-ZFTF=F+_H=1+—H kA
REER—RBERRAR  MEK
AEERFB36WKRE BE-_FTT=
F+-A=+—RBIEFEZGAER
& BIE RN E B 5% F E FE 15 Sung Won
ZERE -

RERN - AEBEIT—EHBZE @
Sung Won 5% — BB & H 36% A #E o
AN & B R F A S Sung WonZ 9%
%=+ {8 A150,000€ T (HER
1,170,0007T) - i H &% F 4259,000
To o BRT27%RIEBHER =FANMZ A
REE—HE -

BRTA 3% - AEBEZ KREHE
Sung WonBF @R - EFERAE - K
El$ﬁ¥¢5ung Won 2 B 1 R 45 & I

RELBEATE - Hilt - Sung WonZ
BER _TTNF+ -_A=+—HB#
ANEMKERT -
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During the year ended 31 December 2003, the
company entered into a long-term structured deposit
contract with a bank to place a total of US$15,000,000
(equivalent to $117,000,000) in instalment over a
period of 3 years to July 2005. At 31 December 2004,
an aggregate amount of US$12,000,000 (equivalent to
$93,288,000) (2003: US$8,000,000 (equivalent to
$62,104,000)) was placed with the bank. Interest is
payable in the first year at 6% per annum and in
subsequent years at rates based on LIBOR. The deposit
will mature when the accumulated interest reaches a
pre-determined amount specified in the contract or on

maturity of the contract, whichever is the earlier.

The long-term structured deposit contract was early
terminated by the group subsequent to the balance
sheet date due to expected unfavourable future
movements in interest rates. On termination, a penalty
of US$1,500,000 (equivalent to $11,661,000) was paid.
A loss on revaluation of the deposit contract of $8
million has been reflected in the consolidated income
statement for the year ended 31 December 2004 (note
3), which represents the difference between the book

value and the fair value of the deposit at that date.

Accumulated interest income from October 2003, the
date of the deposit contract, up to 31 December 2004
amounted to $7,490,000.

As at 31 December 2003, the deposit was pledged to
secure banking facilities granted by the bank to the
extent of 141% of the outstanding bank loans which
amounted to $36,524,000 at 31 December 2003. The
deposit was not pledged at 31 December 2004.

Dream International Limited ¢ Annual Report 2004

Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
 E_EEMFEF A=+ —HILFE (LBEEMLT)

HE _TZT=F+_A=+—HIt#F
B ARBIE—FETEIRGESE

ANFEREY  WEEE-_TTHF L
R &1E3F A5 BifF 54 15,000,000
7t (FEM117,000,00078) - R=F
TZTME+=_A=+—H " @BEA
12,000,000 7t (#4572 93,288,000
7L) (ZZEZT =4 : 8,000,000 5T (8
£762,104,0000T)) EFARIT - B
FRMAFERFFE6%T S - MpEE
FHZzAMBAUGRRITRAERS R
BERGFE - BREFHMERESLFTH
ZEEHELE N E R ARERME
RE) R ZEFREGENEH -

HATEEARKE OB TR BIBE N
AEBEAEARRERIERBGEE
AGFEREN - BRKRIEE - AEBEH
7 &7 1,500,0003% 5t (B H RN
11,661,0007C) ° 8,000,0007C 2 1 &
AHNEMBERERBREBE-TZN
F+ZA=t+—RALFEZHREER
ZA (M3 - IRTRZBEREE
BEEAABEIER -

R-EE=F+AZERAHBHE
—TTNE+-A=+—8 ' KitFl
B AE7,490,0007T °

R_TEZT=F+-_F=+—8 X
BEEFEARITEEZER  AER
MN_TE=F+_A=+—HiEHkKE
#.236,524,000TIRITER 2EA -
ZEGFR_ETNF+=_A=1+—
B &I -



The group

The company

AEH A F
2004 2003 2004 2003
$'000 $'000 $/000 $'000
T T T T
Raw materials R # 83,914 70,525 35,938 31,598
Work in progress R o 31,134 23,292 14,875 11,381
Finished goods LR an 27,474 33,800 15,007 18,610
142,522 127,617 65,820 61,589
Raw materials and finished goods are stated net of the KEBRARA T ZREME D BIE MR
following provisions made in order to state the THIAERE - PASKIRB AN S (il 51 AT 23R
inventories at the lower of their cost and estimated net FEMEPNREHAINRELERF
realisable value: =
The group The company
rEW P NN
2004 2003 2004 2003
$'000 $’000 $/000 $'000
T T T T
General provision —RRERH
~ raw materials — RATE 3,146 3,146 2,313 2,313
Specific provision R 21
— finished goods — 8K m 1,714 - 1,714 -
4,860 3,146 4,027 2,313
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
—EEWMFES A=+ —HIEFE (LBEEEMIIT)

The group The company
rEE AT
2004 2003 2004 2003
$’000 $’000 $’000 $/000
T Tt Tz Tz
Trade debtors, FEUER X~ FEUR
bills receivable, deposits ZE CEHeEk
and prepayments TE AT 3K 157,681 133,503 69,486 43,705
Amount due from ultimate P i e A2 iR
holding company NCIE/ S| - 22 =
Amounts due from JE s [R] 2 B B
fellow subsidiaries NGIE QL] 8,883 9,502 5,852 1,167
Amounts due from
associates JE W Bk i D B FRIE 4,979 5,868 - 2,893
Amounts due from
subsidiaries AN ENGIE - = 19,512 15,423
171,543 148,895 94,850 63,188
Amounts due from ultimate holding company, fellow EMHRLERAR - RENER
subsidiaries, subsidiaries and associates are unsecured, APEENEIDNE: /NG Iﬁﬁ?ﬁﬁﬁ °

interest free and repayable on demand.

Deposits include an amount of $17,763,000 (2003:
$15,394,000) paid to the ultimate holding company in
respect of a lease entered into by Dream INKO Co., Ltd,

a subsidiary.

Dream International Limited e Annual Report 2

004

RERAREBREEE -

15,394,000 7T) °

% & B FE B Dream INKO Co., Ltd 5]
YOI FEREERAGZ
17,763,000t ( = T T = F



Included in trade and other receivables are trade
debtors and bills receivable (net of specific allowances
for bad and doubtful debts) with the following ageing

JRE W SR R % L A R LA R B 4 E W R SR
REWREE (EMEKRZERR £
) HER&ESMAT

analysis:
The group The company
AEH b NN

2004 2003 2004 2003
$’000 $’000 $’000 $’000
Tz T Tz Tz
Current 7K B 72,696 65,051 39,762 26,065
1 to 3 months FEEREQHIZES @A 19,186 12,851 12,032 8,133

More than 3 months but PR ZEHEBEIEA
less than 12 months BLR12 @A 8,910 8,440 4,917 91
Over 1 year FEHEHHREBR—F 797 15 - =
101,589 86,357 56,711 34,289

Trade receivables, which generally have terms of 14 to
90 days, are recognised and carried in the balance
sheets at original invoice amounts less provisions for
overdue debts which are considered by the directors to
be doubtful.

FEWBE SR (—EE14 REIO REE
H)RREZE  REESHRARRE
M BEEMELEH  REEABER
RIER R o

The group The company
NEE RKAF
2004 2003 2004 2003
$'000 $'000 $'000 $'000
Fr FT FT FT
Deposits with banks
and other financial RIT N H A BT 7
institutions TR 85,182 141,129 72,454 126,451
Cash at bank and in hand T EZERS 56,684 64,056 20,133 31,632
141,866 205,185 92,587 158,083
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—EFEMEFES A=+ —HILFE (BB EMIT)

During the year, the company entered into dual
currency option deposit contracts with certain banks
and consequently was exposed to foreign exchange risk
in respect of such deposits. As at 31 December 2004,
the company had placed deposits under such contracts
in the total amount of US$1,346,000 (equivalent to
$10,461,000) and JPY100,000,000 (equivalent to
$7,580,000) (2003: US$4,549,000 (equivalent to
$35,316,000)) with banks.

In the opinion of the directors, the dual currency option
deposits were placed to enhance the return on the
company’s surplus cash while the exchange risk in

relation to the deposits was within an acceptable level.

Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

FR - ARAIEETRITFIVEREE
BOREE)FRAL  AmAESS
RZERF *”29\\%&?52@ B o BIEZ
SE5H RZZZEMF+=ZA=+—
B RNRGERITHE1,346,000 7T
(185 710,461,0007T) }100,000,000
HE (%1 7,580,0007T) (ZTT=
F : 4,549,000% ;t (& R
35,316,00070) ) Z1F 5K °

]

EERA FIUEEER(EER T
REHNEERSARAREIIN RS 2H
| T AF AT K BN 3 L Bk BR
RAT R IKF -

The group The company
rEE N
2004 2003 2004 2003
$’000 $’000 $'000 $/000
T Tt Tz Tz
Creditors and accrued JE A BR 3R K B R
charges & A 85,933 94,067 23,481 26,343
Amount due to ultimate JE A~ B #2122 ik
holding company N AR 686 480 - =
Amounts due to fellow FE 1~ [ 2 B /&8
subsidiaries NEIFRIA 4,344 1,563 - -
Amounts due to
subsidiaries &1~ PR /B8 2~ B R IR - - 86,876 56,679
Amounts due to
associates JE 1~ Bt 5 A B F0E 4,483 3,720 4,483 3,720
95,446 99,830 114,840 86,742

Amounts due to ultimate holding company, fellow

subsidiaries, subsidiaries and associates are unsecured,

interest free and repayable on demand.
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Included in creditors and accrued charges are trade

creditors and bills payable with the following ageing

RN IER B R BREEMN KRR K
BNZE - ERKOTAOT :

analysis:
The group The company
REH b NN
2004 2003 2004 2003
$’000 $’000 $’000 $’000
Tz Tt Tz Tz
Within 1 month EZEEAHIEAA 30,585 37,344 6,338 8,229
After 1 month but PEEHIEAR
within 3 months B3ME AR 7,496 5,585 1 1,405
After 3 months but P EHHI3E A%
within 6 months BefEdl AR 484 1,798 - =
After 6 months but R ZEHH6EA%
within 1 year B—FR 89 24 - =
Over 1 year FHEHHRER—F 1,013 918 - =
39,667 45,669 6,339 9,634
At 31 December 2004, the bank loans and overdrafts RZZEZENF+=—_A=+—8 ' R77
were repayable as follows: ERNELERBPOT
The group The company
AEH ¥ NN
2004 2003 2004 2003
$’000 $’000 $’000 $’000
Tt T Tt Tt
Within 1 year or on
demand —F A EE BN 27,016 44,333 11,400 36,524
After 1 year but within
2 years —FRERFENR 26,600 = 26,600 -
53,616 44,333 38,000 36,524
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

BHE—_FZF

E+—H=1—HIEFE (LEEELZIT)

At 31 December 2004, the bank loans and overdrafts

were secured as follows:

R_ZEZNF+_A=+—H

S

CERTT

ERXRRBEX2ERMT

The group The company
rEE NN
2004 2003 2004 2003
$'000 $'000 $/000 $'000
TIT Tt T Tt
Bank loans RITER
— secured —HEHF - 36,524 - 36,524
~ unsecured — ERH 53,616 7,809 38,000 -
53,616 44,333 38,000 36,524
The bank loans as at 31 December 2003 were secured 75/‘ TT=F+_A=+—H " §17
by the bank deposit disclosed in note 19. ERTEMEE19 ATl A T ER1TF K
T’Fﬁ’ﬁfﬁ?

(@) Defined benefit retirement plan (@ RAEFZEMNRTE
The group participates in a defined benefit REFREBEBEEESR -FER
retirement plan which covers the group’s Korean FE MR REH B o AREBERZET
employees. A portion of the group’s liability under BT 2 E D BETAF RN —E

this plan is covered by deposits with an insurance

company in South Korea.

The latest independent actuarial valuation of the
plan was at 31 December 2004 prepared by
qualified staff of Watson Wyatt Hong Kong Limited,
who are members of the Society of Actuaries of the
United States of America, using the projected unit
credit method. The actuarial valuation indicates
that the group’s obligation under the defined
benefit retirement plan is 34% covered by the plan

assets.

Dream International Limited ¢ Annual Report 2004

BEARBARZHEBEXN -

Sz BIBEEERSE DA
EEENERARARZAEER
® 8 (1% %19 B Society
Actuaries of the United States of
America Z G 8) R =TT MEF+
ZR=+T—HEREHEERF
BROEET - BEMGBEREERAT
ANEE R E M RIRGHEIIET
ZEEZ3A%EFEEESF °
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(a) Defined benefit retirement plan (Continued) @ RE

(i) The amounts recognised in the balance sheets (i)

are as follows:

Fl & B KT8 ()
REEBBERAERZEE
mr

The group The company
rEE /N

2004 2003 2004 2003

$'000 $’000 $/000 $'000

Fr Fi Fi Fi

Present value of

obligations EHBE 23,791 18,135 4,909 4,505
Fair value of plan FEIEEZ

assets ~RfEE (8,198) (7,033) - -
Net unrecognised RERBEE
actuarial (loss)/gain (&’

Yo 25 5 B8 (1,830) 670 - -

13,763 11,772 4,909 4,505

The plan assets represent the deposits placed
with the insurance company.

A portion of the above liability is expected to
be settled after more than one year. However,
it is not practicable to segregate this amount
from the amounts payable in the next twelve
months, as future contributions will also relate
to future services rendered and future changes
in actuarial assumptions and market

conditions.

HEEEETRRRR AT
2HEH

BH LA EERER —F
2B AT BR KR
(443075 B 1 14 1R 64 60 IR 75 O
AREEBRETRYED
AR T B R 1 R O
+ = B A 9 e B R 5 B
PR o
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

BEr —ZFEEMFL —A=+—HILFE (LBEE[LST)

(a)

Defined benefit retirement plan (Continued)

(a)

(i) Movements in the net liability recognised in

(iii)

Dream International Limited ¢ Annual Report 2004

the balance sheets are as follows:

RERBBAKTE (F)

(ii)

REERBERANERZAR

FREEE T

The group The company
rEE AT
2004 2003 2004 2003
$’000 $’000 $'000 $’000
T Tt T T
At 1 January m—HA—H 11,772 = 4,505 =
Addition through
acquisition of 75 38 W B AT /BB
subsidiary UNCTE: DI - 8,500 - -
Payments to employees X F{EE
and insurance KRB A A
company Z I8 (5,175) (3,795) (567) (1,165)
Exchange adjustments M H 38 2,301 = 693 =
Expense recognised RERRAE
in the income R X
statements (note 4(b)) (Hfat4(b)) 4,865 1,208 278 456
Transfer from other
provision i H b - 5,859 5,214
At 31 December R+=A
=+—8H 13,763 11,772 4,909 4,505
Expense recognised in the consolidated (i) RirEBERABRZX
income statement is as follows: A
The group
rEE
2004 2003
$'000 $000
T Tt
Current service cost REZ ARG A AN 4,307 1,051
Interest cost MEEH 890 205
Actuarial expected FEIEEZ
return on plan assets TEHA#E & B ¥ (332) (48)
4,865 1,208




(a) Defined benefit retirement plan (Continued)

(iii) Expense recognised in the consolidated

income statement is as follows: (Continued)

The expense is recognised in the following

(@) REFZBRINGE (&)
(i) R B RANERZX
o (&)

X HEREAEERAERR

line item in the consolidated income ARNIEHE :
statement:
The group
AEE
2004 2003
$000 $000
Tt Tt
Administrative expenses TR 4,865 1,208

The actual return on plan assets (taking into
account all changes in the fair value of the
plan assets excluding contributions paid and
received) was net income of $284,000 (2003:
$39,000).

(iv) The principal actuarial assumptions used as at
31 December 2004 are as follows:

BEZERBR (Kt kitEE
BEZEZH (TREEMNREHK
F)) AU A F 284,000 (=%
¢ : 39,000 JT) °

|H$t>)%
#thx

=t 2|
7
Z

(ivi RZZEZMOFE+_A=+—HE
RZTBERERRKRMOT :

The group and
the company

KEBER

ZNN|

Discount rate BhIR & 4.25%
Expected rate of return FEIEEZ

on plan assets & B B 3 & 5%

Future salary increases R 3R B 0 4% — 8%
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
BE_ZTEMF+_A="1+—HILFE (L BEEMZT)

(b) Defined contribution retirement plan

(i)

(ii)

The group operates a Mandatory Provident
Fund Scheme (“the MPF scheme”) under the
Fund

Schemes Ordinance for employees employed

Hong Kong Mandatory Provident

under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF scheme is a
defined contribution retirement scheme
administered by independent trustees. Under
the MPF scheme, the employer and its
employees are each required to make
contributions to the scheme at 5% of the
employees’ relevant income, subject to a cap
of monthly relevant income of $20,000.

Contributions to the scheme vest immediately.

As stipulated by the regulations of the PRC,
the group participates in various defined
contribution retirement plans organised by the
relevant authorities for its PRC employees. The
group is required to make contributions to the
retirement plans which are calculated based
on certain prescribed rates and the salaries,
bonuses and certain allowances of its PRC
employees. The group has no other material
obligation for the payment of pension benefits
associated with these plans beyond the annual
contributions described above.

Dream International Limited ¢ Annual Report 2004

(b)

RIE HRKE A F &

(i)

(ii)

REEEREB(REMER
Best BB NRE /IR
BEASEREIERNE
BRIUBHMEAESE
([&EEFEll) - B2
2R — @R EHFRKE
2l BHBUIITABE R
BaEestd  EXRES
HERRES ZHEBAALD
5%MmerEEHMER - ME
AMEBEARZ LR &20,000
7T o M FTEIVE At R BN A
KR ERBRA

REFEER  A5REZ2H
HERELSETBREEME
W &R ROE B BUR KA
8 - NEBAZF RN
2 BRETHEHELERAES
BES %<  FEARET
RRBEVEH SR o Bk EXCAT A
REFrZFaTEIEL HR
Sh - AREE AL EE M AR
TRABF B B A A -



The company has a share option scheme which was
adopted on 22 January 2002 whereby the directors of
the company are authorised, at their discretion, to
invite employees of the group, including directors of
any company in the group, to take up options to
subscribe for shares of the company. The exercise price
of the options is the highest of (i) the nominal value of
the shares, (ii) the closing price of the shares on the
SEHK on the date of grant and (iii) the average closing
price of the shares on the SEHK for the five business
days immediately preceding the date of grant. The
options are exercisable progressively between one to
three years from the date of grant and will expire at the
end of a period to be notified by the directors to each
option-holder upon the grant of option, such period not
to exceed ten years from the date on which the option
is granted. Each option gives the holder the right to
subscribe for one share and the consideration paid by
each holder for each grant is $1.00.

RARABR_ZTE-_F—A=Z+=AK
M—IERERER S - Bt - AR AE
FREENEEFASEES (BEAR
SEEMRKERRIZES) EXERE
NRBEBARNRIRD - BREZITEE
BORHEEE - (HRMDNERER
TEBERBEBBEESHKRTER
(iR N EEERER TE B A A E
EEBREBEABIMEFHFHKT
BoEZEaHE BRETERT
BHRi—ZE=F8FLTHE - IR
EERHERBERNSSERERSS
AZ B REB RS - ZHABTBE
BREBREZARA:TF - BEASR
EERSEERERE -—RRHO W
FRENERESTERZEREHMS
1.00 TZ B °

(@) Movements in share options (@ BREZ22D

2004 2003

Number Number

B B

At 1 January Hn—H—H 21,030,000 30,550,000

Issued 2217 11,650,000 2,600,000

Exercised 2178 (9,069,000) (8,480,000)

Lapsed on departure of RERERAE A

option holders BfE B: 1 2K 2K - (3,640,000)

At 31 December Rt+t—_HA=+—H 23,611,000 21,030,000
Options vested at R+ZA=+—H

31 December B2 B R 1,000 685,000

b
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

#HE—

FEEMFEF —H=1—HIEFE (LEEELST)

(b) Terms of unexpired and unexercised share options (by REEBREH RTENER
at balance sheet date FE B 5 X
Exercise 2004 2003
Date granted Exercise period price Number Number
T HH 17 HA I8 2B A
7 February 2002 7 February 2003 $1.18 10,141,000 18,430,000
to 7 February 2012
—FE-_f_H+tHR —FE-f_HALRE 1.187T
—T-——"%_HtH
15 April 2003 15 April 2004 $1.43 1,820,000 2,600,000
to 15 April 2013
—EE-FNATHA —ETMENATRAZRE 1.437C
- =FfWA+AH
2 January 2004 On or after $1.87 11,650,000 -
2 January 2005
—ZTEEF—H_H “ETERF-HZH® 1.877C
Hig
23,611,000 21,030,000
In respect of the options granted, the maximum HRERDZERE UATADER
percentage of the share options which may be AT EREZSBE DL -
exercised is determined in stages as follows:
On or after 1st year anniversary 30%
RH—BFz B H% 30%
On or after 2nd year anniversary another 30%
RHMASFz B A% 5 49M30%
On or after 3rd year anniversary another 40%
ROU=BF Bz AR 559N 40%

1 06 Dream International Limited ¢ Annual Report 2004



(c)

(d)

Details of share options granted during the year,

(c)

REFERHZBRE (ZHEH

all of which were granted for a nominal REBRAEREL) F5F
consideration
2004 2003
Exercise period Exercise price Number Number
17 £ HA T8 A A
15 April 2004 to 15 April 2013 $1.43 - 2,600,000
—EENFENA+ARE 1.437C
—ZE-—=FfWA+HHA
2 January 2005 to 2 January 2014 $1.87 11,650,000 -
—ETTERF—RA=-H= 1.877C
—T—NEFE—HA=H
11,650,000 2,600,000
Details of share options exercised during the year d RERTEZBREFE
Market value
Exercise per share at Proceeds
Exercise date price  exercise date received Number
TEEH RITERB B 2%
TEE ZEBRME iR #E
$/000
T
9 February 2004 $1.18 $2.375 7,027 5,955,000
“EFTME-ANA 1.187T 2.3757C
13 February 2004 $1.18 $2.375 937 794,000
—EENFE_A+=H 1.187T 2.3757C
19 February 2004 $1.18 $2.45 1,817 1,540,000
—EFNFE_A+ANH 1.187C 2.457C
20 April 2004 $1.43 $2.15 1,115 780,000
—EFNFNONA=-1H 1.437C 2.157C
10,896 9,069,000
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
BE_TEMF+_HA="+—HILFE (LEEKEMLIIT)

(a)

Current taxation in the balance sheets represent:

(@ BEEEGERFARZEAHHES

The group The company
N | PN
2004 2003 2004 2003
$'000 $'000 $'000 $'000
T T T T
Provision for Hong Kong AEREER
Profits Tax for the year FEHES 5,184 8,489 5,000 8,000
Provisional Profits Tax paid BENEHAER (492) (2,225) - (2,096)
4,692 6,264 5,000 5,904
Balance of Profits Tax NEFEE
provision relating to TS T
prior years FEER 21,654 16,482 21,653 16,482
Taxation outside BAENIMEE
Hong Kong IR 2,961 3,227 - =
Less: Tax reserve certificates
purchased under
order of the B EBBRRE
Commissioner of EXBEAZ
Inland Revenue 7
(note) (H1it) (16,482) (16,482) (16,482) (16,482)
12,825 9,491 10,171 5,904
Note: As at 31 December 2004, tax reserve certificates fax . R-EEWNFE+_A=+—H8 ' &

totalling $16,482,000 were purchased by the
company pending the resolution of certain enquiries
raised by the Hong Kong Inland Revenue
Department (“IRD”) relating to the years of
assessment 1998/99 to 2002/2003. Based on the
information available to date, the directors of the
company consider the tax provisions included in
the financial statements in the aggregate amount of
$21,653,000 for the years of assessment 1998/99 to
2003/04 are adequate after taking into account the
nature of the enquiries raised by the IRD and the
bases upon which the company’s assessable profits
for the years of assessment prior to 1998/99 have
been agreed with the IRD.
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N A fE B BRE16,482,000 T2
FHE  UWEBEBERBER ([H
BDB®—AANANARREER
—EE - TR HEEREMNE
DERER - IRBEBERH EAR
BZEMR  ARAEBLER
RBRHEREE URAAF]
R—AANNNRREERTERT
FRFFMEAETR DR M EE
% REBR—AANNNRHE
EEZTT= /" ZTNRBFERH
T ¥R 2% A 1 48 #3£ 21,653,000
TZEETIERE -



(b) Deferred tax assets and liabilities recognised:

(i)

The group

The components of deferred tax (assets)/

liabilities recognised in the balance sheet and

(b) ERAEEREEERER

(i) XEH

REEBBERAERZRELT
HE(EE) /AEEE @ A

the movements during the year are as follows: RREKRNTBEHMT :
Depreciation
allowances Provision Other
in excess of  Tax losses  Defined for short-term
related  brought benefit retirement temporary
depreciation ~ forward liability allowances differences Total
BBRBEAEN BEEFR REAE Bihe HiEH
NEARE 1 A EfE  EREER @zt
$'000 $'000 $'000 $'000 $'000 $'000
T T T T T T
Deferred tax RETHRELZ
arising from: BEBE
At 1 January 2003 R-ZE=F—f—A 701 (4,108) - (798) 12 (4417)
Reclassification BYOR - - (657) 657 - -
Addition through acquisition 7 B4 F1 &
of subsidiary NGBl 38 - (347) - (1,039) (1,348)
Charged/(credited) to
consolidated income  REGAEERN
statement 3%/ (Gt A) (502) 240 (3) 141 1,304 1,180
At 31 December 2003 R-ZZZ=F
+ZA=1+—-H 237 (3,868) (1,007) = 53 (4,585)
At 1 January 2004 W-ZTPE-A-R 37 (3,868)  (1,007) - 53 (4,585)
Exchange adjustments 5 38 - (58) - (27) (47)
Charged/(credited) to
consolidated income  REREHERA
statement %/ (tA) 366 (68) 392 - (110 580
At 31 December 2004 RZZZMEF 641 (3,936) (673) = (84) (4,052)
tZA=+-H
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

E+—H=1—HIEFE (LEEELZIT)

(b) Deferred tax assets and liabilities recognised:

(Continued)

(ii) The company

The components of deferred tax (assets)/

b B 'R
&8E (&)

(ii) A2 A]

wmIEEREEER

REERBRXAABR ZEL

liabilities recognised in the balance sheet and B (CEE) /aEEE )
the movements during the year are as follows: RRERNTEEHMT :
Depreciation
allowances Provision Other
in excess of  Defined for short-term
related benefit retirement temporary
depreciation liability allowances differences Total
BEREAE AEAR Bihe HitEH
WRERHE 8f B EREZ @it
$'000 $000 $000 $'000 $000
T Tr Tr T T
Deferred tax RETIEEZ

arising from: BEHE:

t 1 January 2003 RZEE=F-H—H 613 - (417) (231) (35)
Reclassification EXipa] - (417) 417 - -
Charged/(credited) to REHERR

income statement 5%/ (GtA) 17 23 = (94) 46
At 31 December 2003 R-FF=%

TZR=+-H 730 (394) - (325) 1
At 1 January 2004 RZZEME-A—H 730 (394) - (325) 1
Charged to income

statement REBZRAA 330 394 - 123 847

At 31 December 2004 e JUES
TZR=+-H 1,060 - - (202) 858
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(b) Deferred tax assets and liabilities recognised: (b)

ERRBEZLZHNBREER

(Continued) 8E& (&)
The group The company
AEE AT
2004 2003 2004 2003
$'000 $’000 $'000 $’000
T Tt Tt Tt
Net deferred tax asset REEBER
recognised on the HER IR
balance sheet HIBEE
FE (4,978) (4,596) - =
Net deferred tax liability R & EBEX
recognised on the FER 2 IR
balance sheet HMEAE
HER 926 11 858 11
(4,052) (4,585) 858 11
2004 2003
No. of No. of
shares Amount shares Amount
i &8 ok & E ok 2}
‘000 $’000 ‘000 $'000
T FT T i Tt
Authorised: EERA
Ordinary shares of FREE
US$0.01 0.013E oL @M 5,000,000 390,000 5,000,000 390,000
Issued and fully paid: EBRTRHAZKRE :
At 1 January Hn—A—H 658,480 51,235 650,000 50,574
Shares issued under RIE B RT3
share option scheme BATHRD 9,069 707 8,480 661
At 31 December R+=—A=+—H 667,549 51,942 658,480 51,235
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

BEr —ZFEEWFL - A=+—HILFE (LBEKEE[LIIT)

(@) The group (@) *T£H
Revaluation
reserve -
General Land use
Share reserve  Exchange  rights and Retained
premium fund reserve buildings profits Total
(note (ii)) (note (i) (note (ii))
THERE
-# REEY
R aE fEe EXRE EfhffE REEA B
(Bt (i) (R () (i (i)
$'000 $/000 $/000 $'000 $/000 $'000
T T T T T T
At 1 January 2003 W-Z2=%-F—H 156,278 11,962 - 064 306,364 475,268
Dividends approved
in respect of REFARAEBR L
the previous year —FEHRE
(note 9(b)) (it 9(b) - - - - (41,885 (41,885)
Transfer between
reserves FERER = 2,523 = = (2,523) =
Premium on exercise ~ R{T{FEE K12
of share options EEZET 9,346 - - - - 9,346
Realisation of
revaluation reserve  EffEES - - - (37) 37 -
Profit for the year RERHMN - - = = 120,952 120,952
Dividends declared
in respect
of the current year  AEEEERRE
(note 9(a)) (zt9(a) - - - - (19755 (19,755)
Exchange differences
on translation of ~ BEBHEE
financial statements B H{%
of foreign entities EEVERZR - - 116 - - 116
At 31 December 2003 RZZEE=F
+-A=+-H 165,624 14,485 116 627 363,190 544,042

Dream International Limited ¢ Annual Report 2004



(@) The group (Continued) (@) %8 (&)
Revaluation
reserve -
General Land use
Share reserve  Exchange  rights and Retained
premium fund reserve buildings profits Total
(note (ii)) (note (i) (note (ii))
THERE
-# REEN
R EE fEe EXRE EfhfRfE RERHN L
(Kt (i) (Fi 2 (i) (M 2 (i)
$'000 $'000 $'000 $'000 $'000 $'000
T T T T T T
At 1 January 2004 R-ZEME-A—-H 165,624 14,485 116 627 363,190 544,042
Dividends approved
inrespect of the ~ AEFAREER
previous year F-FEHRSE
(note 9(b)) (Kt o(b) - - - - (40,053)  (40,053)
Transfer between
reserves BEEER = 560 = = (560) -
Premium on exercise AT B E
of share options EEG(E 10,189 = = = = 10,189
Realisation of
revaluation reserve  EftFEE - - - (38) 38 =
Profit for the year MEMJ = = = = 52,927 52,927
Dividends declared
in respect of the
current year AEREEERKRE
(note 9(a)) (r#t9(a) - - - - (20,026)  (20,026)
Exchange differences
on translation
of financial REBHNER
statements of foreign Bf %R
entities EEZERER = = 5,525 = = 5,525
At 31 December 2004 RZZTP4F
+-A=1-H 175,813 15,045 5,641 589 355,516 552,604
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)
 E_FEEMFEF A=+ —HILFE (KBEELSTR)

(a)

The group (Continued)

Notes:

(i)

(ii)

According to the PRC laws applicable to wholly-
owned foreign investment enterprises, the PRC
subsidiaries of the company are required to set up a
general reserve fund and appropriate at least 10% of
their annual net profits after taxation, as determined
under PRC accounting regulations, to the general
reserve fund until the balance of the fund equals to
50% of the respective enterprise’s registered capital.
This fund can be used to make good losses and to

convert into paid-up capital.

The application of the share premium account is
governed by section 48B of the Hong Kong
Companies Ordinance. The revaluation reserve has
been set up and will be dealt with in accordance
with the accounting policy adopted for the
revaluation of land use rights and buildings held for

own use (note 1(h)).

@@ #F%E (&)

Ht &
(i)

(ii)

Rl

BREBERREENEREDEZ
HEDERE - AARIZHEHEA
AARY —KiFERD  AEDA
S EERBRARN (RFEE
BMOIGHE) Z10% B EERED
N BEERFRBZABRBSRES
BEEEMAEARZ50%M1E © it
BEREBIAERFBERELERA
BRBRABE -

R &ER2AEZHEB(R
AMRBI) E48BIKFTE R - AR
FIE R EGHE 0 WERIEH®
EfFEE AL AERRE
VIFTER FA 2 & 5T BUSR PR 38 4 L
& (FtaE1(h) °

(b) The company (b)y F21H
Share Retained
premium profits Total
#5518 REBHER ok
$'000 $'000 $'000
T T T
At 1 January 2003 R-EE=F—F—H 156,278 235,506 391,784
Dividends approved
in respect of the REFRILEBR
previous year F—FEHRE
(note 9(b)) (FteE9b) - (41,885) (41,885)
Premium on exercise
of share options BT EREELEZRE 9,346 = 9,346
Profit for the year REZ 7 F = 90,357 90,357
Dividends declared
in respect of the AEEETRRE
current year (note 9(a))  (ff7#9(a)) - (19,755) (19,755)
At 31 December 2003 RZEE=F
+-ZA=+—H 165,624 264,223 429,847

Dream International Limited ¢ Annual Report 2004



(b) The company (Continued)

(b)y AT (&)

Share Retained
premium profits Total
B 43 % B R & A B
$'000 $'000 $’000
T T T
At 1 January 2004 R-ZEZNE—-A—H 165,624 264,223 429,847
Dividends approved
in respect of the AEEAREBR
previous year F—FEHRE
(note 9(b)) (KtaE9b)) - (40,053) (40,053)
Premium on exercise HITREREEE
of share options ZmfE 10,189 - 10,189
Profit for the year RE 5 F
(note 8) (Ktaz8) - 43,161 43,161
Dividends declared in
respect of the current  AFEEEIRK R
year (note 9(a)) (Kt&F9(a)) - (20,026) (20,026)
At 31 December 2004 ~ RZ=ZTZTMF
+ZA=+—H 175,813 247,305 423,118

At 31 December 2004, the aggregate amount of
reserves available for distribution to shareholders
of the company was $247,305,000 (2003:
$264,223,000). After the balance sheet date the
directors proposed a final dividend of $0.060 per
share (2003: $0.060 per share), amounting to
$40,053,000 (2003: $39,509,000). This dividend
has not been recognised as a liability at the

balance sheet date.

EA_EZEEEHL—H:JrfEI IR S

DETFTARAAIBRROBEELE R
247,305,0007T (= F T = &
264,223,000 7T) - EFENEEHERZE
HORABREF%0.060 L (ZEE
=% : § Kko.o60owr) + A
40,053,0007T (: T =
39,509,0007T) ° ELAR BREEE B
KERRBEE
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

#HE—

FEMFE+ —H=1—HILFE (LEBEELSIT)

2003
$/000
T
Net assets acquired: FRBANEERE:
Fixed assets BT EE 2,763
Investment securities "EE 11,313
Deferred tax assets RIEF BB E 1,348
Trade debtors, bills FEUBRZX
receivable, deposits EWRE - Re
and prepayments RIER R 61,710
Cash at bank and in hand RITFRERE 123,154
Creditors and accrued JE 1~ BR TR %
charges fEstE A (165,026)
Current taxation R ERFR I8 (1,189)
Defined benefit retirement FE e
plan RIKETE (8,500)
25,573
Positive goodwill arising IREETE R
on consolidation EAZIEEHE 108,581
Total purchase price paid,
satisfied in cash
(including expenses RS ENHRWIEE
capitalised) (BEERERX) 134,154
Less: Cash of the subsidiary W TS 2
acquired WERAIRE (123,154)
Net cash outflow in respect BAKBARZ
of the purchase of subsidiary e m bR 11,000

On 30 September 2003, the group acquired the entire
issued share capital of Dream INKO Co., Ltd for a
consideration of $134,154,000. Dream INKO Co., Ltd
was accounted for as a consolidated subsidiary with
effect from 30 September 2003.

During the year ended 31 December 2004, the
subsidiary contributed a profit after taxation and
amortisation of goodwill arising on consolidation of
$4,137,000 to the consolidated profit for the year
(2003: $2,508,000 for the three months from 30
September 2003 to 31 December 2003).

Dream International Limited ¢ Annual Report 2004

R-ZZ=ZFNA=+H KEBK
8% Dream INKO Co., Ltd& % & 217 I%
K KRB A134,154,0007T ° Dream
INKO Co., LdBH=ZEZT=F L A=+
HEERLZEHBRAAR -

HE-_TTMF+-_A=+—H1tF
B WBREINGEHERALFE
e RMEHBRNLEEHBEEEN
4,137,000 (ZEZE=F - =T Z
—FNA=Z+RE_ZTZT=4+=A
=+ —H1=1@A%F 2,508,000
JT) °



(a)

Capital commitments outstanding at 31 December

2004 not provided for in the financial statements

(@) RZZEZEWNF+=_A=+—HX
1B T X R 72 B 75 Rk A bR 1

were as follows: BEOEREELT -
The group The company
rEH RAF
2004 2003 2004 2003
$/000 $'000 $/000 $/000
T T T T
Contracted for B 5T 4 680 4,694 - 4,694
At 31 December 2004 the total future minimum (b) RZZEZEME+_A=+—H"
lease payments under non-cancellable operating RIBEAAIMGRHLEHERERR
leases in respect of properties are payable as JE 5 B B (R & 1 5RO A2 B
follows: i
The group The company
AEH AAHE
2004 2003 2004 2003
$'000 $'000 $/000 $'000
T T T T
Within 1 year 1F R 19,659 22,718 13,677 14,944
After 1 year but
within 5 years 16 2B5F A 35,533 31,182 24,981 21,688
After 5 years 5F1& - - - -
55,192 53,900 38,658 36,632

The group leases a number of properties under
operating leases. The leases typically run for an
initial period of one to seven years, with an option
to renew the lease when all terms are renegotiated.

None of the leases includes contingent rentals.

AEBUKEHERBEOYME - B
LHE-—RNT/P—ZE=LF XA
EREEEETHARES - SHKE
HEHIEEHEHRE -
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

BEr —ZFEEWFL - A=+—HILFE (LBEKEE[LIIT)

(c) At 31 December 2004, the company had
commitment to make a further deposit of
US$3,000,000 (equivalent to $23,322,000) (2003:
US$7,000,000 (equivalent to $54,341,000)), to a
bank under the long-term structured deposit
contract disclosed in note 19. However, this
contract was terminated by the group subsequent

to the balance sheet date.

The contracted notional amounts of financial
instruments outstanding at 31 December 2004 are as

(0 RZTTEWF+=—A=+—8"
AR RRIEBEHFE19PTIEE 2 K
HEREATREOEZN —HRT
EEHMNF 33,000,0003 7T (F £ R
23,322,00070) (ZEE =4 :
7,000,000% 7t (A & RN
54,341,0007T) ) ° AN @ NEE
REERBEIEZEL -

A=EEMEF=A=+— ARER
SRIAZETNEBMEDT :

follows:

The group and rEER 2004
the company AN $'000
Tt

Foreign currency
options purchased B A SIME HA#E 31,096

Foreign currency
options written Vi H SN B 62,294
93,390
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During the year, the group entered into the following

RER  NEEDEAEBALET

transactions with its related parties: TS
2004 2003
$'000 $'000
T Tr
(i)  Sales to: (i) HET:
The ultimate holding company: REER AT
- C & H Co,, Ltd — C & H Co,, Ltd - 246,171
Fellow subsidiaries: REMBAR :
- Jung Yoon Textiles (Private) Ltd — Jung Yoon Textile (Private) Ltd 935 176
— Gina World Co., Ltd — Gina World Co., Ltd 10,898 14,866
~ Dream INKO Co., Ltd (note (a)) — Dream INKO Co., Ltd (Af7t(a)) - 62,692
11,833 323,905
Associates: Beana
- Sung Won Industries Inc. — Sung Won Industries Inc. - 25,867
~ Yuan Lin Toys (Suzhou) Co., Ltd — JTHITE (M) BER A E 4,240 480
4,240 26,347
(ii)  Purchases from: (i) HEa:
The ultimate holding company: 4 Sell NI
- C & H Co,, Ltd — C & H Co,, Ltd - 44,798
Fellow subsidiary: RAMBAR :
~ Dream INKO Co., Ltd (note (a)) — Dream INKO Co., Ltd (A7t(a)) - 11,562
- 56,360
Associates: /NG
- Sung Won Industries Inc. — Sung Won Industries Inc. - 996
~ Yuan Lin Toys (Suzhou) Co., Ltd — IR (BM) BR A 27,901 3,907
27,901 4,903
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Notes on the Financial Statements

For the year ended 31st December 2004 (Expressed in Hong Kong dollars)

BEr —ZFEEMFL —A=+—HILFE (LBEE[LST)

2004 2003
$'000 $/000
T T
(iii) Sales commission paid/payable to: (i) BN/ ERzHERS
The ultimate holding company: REERAR
- C & H Co., Ltd — C &H Co., Ltd - 3,318
Fellow subsidiary: RAMBAR :
- Dream INKO Co., Ltd (note (a)) — Dream INKO Co., Ltd (Hf:#(a)) - 3,031
- 6,349
(iv) Sales commission received/ (iv) B/ EKHE
receivable from: Be
The ultimate holding company: SR RA]
- C & H Co,, Ltd — C & H Co., Ltd - 517
Fellow subsidiary: RAMEAR :
~ Dream INKO Co., Ltd (note (a)) — Dream INKO Co., Ltd (#fit(a) - 38
- 555
(v)  Rentals paid/payable to: v) BN/EFED :
The ultimate holding company: REERAR
- C & H Co., Ltd — C &H Co., Ltd 5,438 1,164
(vi) Processing fees paid/payable to: (vi) BR/EEMIE :
Associate: - UN S
~ Yuan Lin Toys (Suzhou) Co., Ltd — LI E (FM) BR AR 10,149 10,331

=

(vii) During the year ended 31 December 2003, the
group acquired 100% equity interest in Dream
INKO Co., Ltd from the shareholders of the group’s
ultimate holding company, C & H Co., Ltd, for a

consideration of $134,154,000.
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i) B2 -T2 =F+-_A=+—H

IEFE  AEEEAREE&KRE
A RC & H Co., Ltdz BRI
8% Dream INKO Co., Ltd Z 100%
MR Az - KB R134,154,000
T o



Notes:

(a)

(ii)

Dream INKO Co., Ltd was incorporated on 1 August
2003 as part of the restructuring of the businesses of C &
H Co., Ltd. It was acquired by the group on 30
September 2003. The transactions with Dream INKO Co.,
Ltd included in this note relate to those entered into prior
to 30 September 2003.

The directors of the company are of the opinion that the
above transactions with related parties were conducted
in the ordinary course of business on normal commercial

terms.

Details of the early termination of a long-term
structured deposit contract with a bank after the

balance sheet date are disclosed in note 19.

After the balance sheet date the directors proposed
a final dividend. Further details are disclosed in

note 9.

The directors consider the ultimate holding company at

31 December 2004 to be C & H Co.,

Ltd., which is

incorporated in the Republic of Korea.

Kt -

(a)

BEERE
—H E’\Jﬂimﬁi LN

Dream INKO Co., LtdhRAR =TT =
FNA—BFEMKY - #ERC & H
Co., LUXBEMEz —#H - HRZZ
T=FNA=ZTHHEAEEKE - K
B 5F A BT B2 Dream INKO Co., Ltd
ZRBGER-_ET=FNA=+HHA
e

ARTEERA  DARBHALZ
Q%E%E%%ﬁ@k¢§ﬁ%%%
AT -

EHEARIERRIEE—ERT
2 H I%Tﬁ/ﬂ\mgjzni
EMH.&WG

EENBERREZD KRR
B BRFBEHNHE -

EEMET=H=+F
RARANAEREG

Ak 2 B9 C & H Co., Ltd. °
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