Notes to Financial Statements B %5 B

CORPORATE INFORMATION

During the year, the principal activities of the Group
consist of the manufacture and trading of electronic
components and the trading of electrical products
and raw materials.

IMPACT OF RECENTLY ISSUED HONG
KONG FINANCIAL REPORTING
STANDARD (“HKFRS?”)

The Hong Kong Institute of Certified Public
Accountants has issued a number of new Hong Kong
Financial Reporting Standards and Hong Kong
Accounting Standards, herein collectively referred to
as the new HKFRSs, which are generally 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. The Group has
already commenced an assessment of the impact of
these 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.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Basis of preparation

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (which also include Statements of
Standard Accounting Practice (“SSAPs”) and
Interpretations) issued by the Hong Kong Institute of
Certified Public Accountants, accounting principles
generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies
Ordinance. They have been prepared under the
historical cost convention, except for the periodic
revaluation of certain fixed assets and equity
investments, as further explained below.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its
subsidiaries for the year ended 31 December 2004.
The results of subsidiaries established, acquired or
disposed of during the year are consolidated from
or to their effective dates of establishment,
acquisition or disposal, respectively. All significant
intercompany transactions and balances within the

Group are eliminated on consolidation.

Subsidiaries

A subsidiary is a company whose financial and
operating policies the Company controls, directly or
indirectly, so as to obtain benefits from its activities.

The results of subsidiaries are included in the
Company’s profit and loss account to the extent of
dividends received and receivable. The Company’s
interests in subsidiaries are stated at cost less any
impairment losses.

Joint venture companies

A joint venture company is a company set up by
contractual arrangement, whereby the Group and
other parties undertake an economic activity. The
joint venture company operates as a separate entity
in which the Group and the other parties have an
interest.

The joint venture agreement between the venturers
stipulates the capital contributions of the joint venture
parties, the duration of the joint venture and the basis
on which the assets are to be realised upon its
dissolution. The profits and losses from the joint
venture company’s operations and any distributions
of surplus assets are shared by the venturers, either
in proportion to their respective capital contributions,
or in accordance with the terms of the joint venture

agreement.

3.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Joint venture companies (continued)

A joint venture company is treated as:

(a) a subsidiary, if the Company has unilateral
control, directly or indirectly, over the joint

venture company;

(b)  ajointly controlled entity, if the Company does
not have unilateral control, but has joint
control, directly or indirectly, over the joint

venture company;

(c) an associate, if the Company does not have
unilateral or joint control, but holds generally
not less than 20% of the joint venture
company’s registered capital and is in a
position to exercise significant influence over

the joint venture company; or

(d)  along term investment, if the Company holds,
directly or indirectly, less than 20% of the joint
venture company’s registered capital and has
neither joint control of, nor is in a position to
exercise significant influence over, the joint

venture company.

Jointly controlled entities

A jointly controlled entity is a joint venture company
which is subject to joint control, resulting in none of
the participating parties having unilateral control over

the economic activity of the jointly controlled entity.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Jointly controlled entities (continued)

The Group’s share of the post-acquisition results and
reserves of jointly controlled entities is included in
the consolidated profit and loss account and
consolidated reserves, respectively. The Group’s
interests in jointly controlled entities are stated in
the consolidated balance sheet at the Group’s share
of net assets under the equity method of accounting,
less any impairment losses. Negative goodwill arising
from the acquisition of jointly controlled entities,
which was not previously recognised in reserves, is
included as part of the Group’s interests in jointly

controlled entities.

Associates

An associate is a company, not being a subsidiary
or a jointly controlled entity, in which the Group has
a long term interest of generally not less than 20%
of the equity voting rights and over which it is in a

position to exercise significant influence.

The Group’s share of the post-acquisition results and
reserves of associates is included in the consolidated
profit and loss account and consolidated reserves,
respectively. The Group’s interests in associates are
stated in the consolidated balance sheet at the
Group'’s share of net assets under the equity method

of accounting, less any impairment losses.

Goodwill

Goodwill arising on the acquisition of subsidiaries,
associates and jointly controlled entities represents
the excess of cost of the acquisition over the Group’s
share of the fair values of the identifiable assets and

liabilities acquired as at the date of acquisition.

3.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Goodwill (continued)

Goodwill arising on acquisition is recognised in the
consolidated balance sheet as an asset and
amortised on the straight-line basis over its estimated
useful life of not more than 20 years. In the case of
associates and jointly controlled entities, any
unamortised goodwill is included in the carrying
amount thereof, rather than as a separately identified

asset on the consolidated balance sheet.

On disposal of subsidiaries, associates or jointly
controlled entities, the gain or loss on disposal is
calculated by reference to the net assets at the date
of disposal, including the attributable amount of
goodwill which remains unamortised and any relevant

reserves, as appropriate.

The carrying amount of goodwill is reviewed annually
and written down for impairment when it is
considered necessary. A previously recognised
impairment loss for goodwill is not reversed unless
the impairment loss was caused by a specific
external event of an exceptional nature that was not
expected to recur, and subsequent external events
have occurred which have reversed the effect of that

event.

Negative goodwill

Negative goodwill arising on the acquisition of
subsidiaries, associates and jointly controlled entities
represents the excess of the Group’s share of the
fair values of the identifiable assets and liabilities
acquired as at the date of acquisition over the cost

of the acquisition.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Negative goodwill (continued)

To the extent that negative goodwill relates to
expectations of future losses and expenses that are
identified in the acquisition plan and that can be
measured reliably, but which do not represent
identifiable liabilities as at the date of acquisition,
that portion of negative goodwill is recognised as
income in the consolidated profit and loss account
when the future losses and expenses are recognised.

To the extent that negative goodwill does not relate
to identifiable expected future losses and expenses
as at the date of acquisition, negative goodwill is
recognised in the consolidated profit and loss
account on a systematic basis over the remaining
average useful life of the acquired depreciable/
amortisable assets. The amount of any negative
goodwill in excess of the fair values of the acquired
non-monetary assets is recognised as income

immediately.

In the case of associates and jointly controlled
entities, any negative goodwill not yet recognised in
the consolidated profit and loss account is included
in the carrying amount thereof, rather than as a
separately identified item on the consolidated
balance sheet.

Prior to the adoption of SSAP 30 “Business
combinations” in 2001, negative goodwill arising on
acquisitions was credited to the capital reserve in
the year of acquisition. On the adoption of SSAP 30,
the Group applied the transitional provision of the
SSAP that permitted such negative goodwill to remain
credited to the capital reserve. Negative goodwill on
acquisitions subsequent to the adoption of the SSAP
is treated according to the SSAP 30 negative goodwill

accounting policy above.

3.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Negative goodwill (continued)

On disposal of subsidiaries, associates or jointly
controlled entities, the gain or loss on disposal is
calculated by reference to the net assets at the date
of disposal, including the attributable amount of
negative goodwill which has not been recognised in
the consolidated profit and loss account and any
relevant reserves as appropriate. Any attributable
negative goodwill previously credited to the capital
reserve at the time of acquisition is written back and
included in the calculation of the gain or loss on

disposal.

Related parties

Parties are considered to be related if one party has
the ability, directly or indirectly, to control the other
party or exercise significant influence over the other
party in making financial and operating decisions.
Parties are also considered to be related if they are
subject to common control or common significant
influence. Related parties may be individuals or

corporate entities.

Impairment of assets

An assessment is made at each balance sheet date
of whether there is any indication of impairment of
any asset, or whether there is any indication that an
impairment loss previously recognised for an asset
in prior years may no longer exist or may have
decreased. If any such indication exists, the asset’s
recoverable amount is estimated. An asset’s
recoverable amount is calculated as the higher of

the asset’s value in use and its net selling price.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Impairment of assets (continued)

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount.
An impairment loss is charged to the profit and loss
account in the period in which it arises, unless the
asset is carried at a revalued amount, when the
impairment loss is accounted for in accordance with
the relevant accounting policy for that revalued asset.

A previously recognised impairment loss is reversed
only if there has been a change in the estimates
used to determine the recoverable amount of an
asset, however not to an amount higher than the
carrying amount that would have been determined
(net of any depreciation/amortisation), had no
impairment loss been recognised for the asset in
prior years.

A reversal of an impairment loss is credited to the
profit and loss account in the period in which it
arises, unless the asset is carried at a revalued
amount, when the reversal of the impairment loss is
accounted for in accordance with the relevant
accounting policy for that revalued asset.

Fixed assets and depreciation

Fixed assets, other than construction in progress,
are stated at cost or valuation less accumulated
depreciation and any impairment losses. The cost of
an asset comprises its purchase price and any
directly attributable costs of bringing the asset to its
working condition and location for its intended use.
Expenditure incurred after fixed assets have been
put into operation, such as repairs and maintenance,
is normally charged to the profit and loss account in
the period in which it is incurred. In situations where
it can be clearly demonstrated that the expenditure
has resulted in an increase in the future economic
benefits expected to be obtained from the use of
the fixed asset, the expenditure is capitalised as an
additional cost of that asset.

3.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Fixed assets and depreciation (continued)

Changes in the values of fixed assets are dealt with
as movements in the revaluation reserve. If the total
of this reserve is insufficient to cover a deficit, on an
individual asset basis, the excess of the deficit is
charged to the profit and loss account. Any
subsequent revaluation surplus is credited to the
profit and loss account to the extent of the deficit
previously charged. On disposal of a revalued asset,
the relevant portion of the revaluation reserve realised
in respect of the previous valuations is transferred

to the retained earnings as a movement in reserves.

Depreciation is calculated on the straight-line basis
to write off the cost or valuation of each asset over
its estimated useful life, after taking into account its
estimated residual value. The principal annual rates

used for this purpose are as follows:

Leasehold land and buildings 2%
9% — 20%
18% — 20%
18% — 20%
9% — 20%

Machinery and equipment
Furniture and fixtures
Motor vehicles

Leasehold improvements

The gain or loss on disposal or retirement of a fixed
asset recognised in the profit and loss account is
the difference between the net sales proceeds and

the carrying amount of the relevant assets.

Construction in progress represents buildings under
construction, which is stated at cost less any
impairment losses, and is not depreciated. Cost
comprises the direct costs of construction during
the period of construction. Construction in progress
is reclassified to the appropriate category of fixed

assets when completed and ready for use.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Intangible assets

Technology know-how

Technology know-how was acquired for use in the
production of certain high technology electronic
components. Expenditure incurred on the acquisition
of technology know-how is capitalised and stated at
cost less accumulated amortisation and any
impairment losses. Amortisation is calculated on the
straight-line basis over the useful life of the

technology know-how of three years.

Leased assets

Leases that transfer substantially all the rewards and
risks of ownership of assets to the Group, other than
legal title, are accounted for as finance leases. At
the inception of a finance lease, the cost of the
leased asset is capitalised at the present value of
the minimum lease payments and recorded together
with the obligation, excluding the interest element,
to reflect the purchase and financing. Assets held
under capitalised finance leases are included in fixed
assets and depreciated over the estimated useful
lives of the assets. The finance costs of such leases
are charged to the profit and loss account so as to
provide a constant periodic rate of charge over the
lease terms. Assets acquired through hire purchase
contracts of a financing nature are accounted for as

finance leases.

Leases where substantially all the rewards and risks
of ownership of assets remain with the lessor are
accounted for as operating leases. Rentals payable
under the operating leases are charged to the profit
and loss account on the straight-line basis over the

lease terms.

3.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Long term investments

Long term investments are non-trading investments
in listed equity securities intended to be held on a
long term basis. They are stated at cost less

impairment losses, on an individual investment basis.

Short term investments

Short term investments are investments in equity
securities held for trading purposes and are stated
at their fair values on the basis of their quoted market
prices at the balance sheet date, on an individual
investment basis. The gains or losses arising from
changes in the fair value of a security are credited
or charged to the profit and loss account for the

period in which they arise.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the weighted
average basis and, in the case of work in progress
and finished goods, comprises direct materials,
direct labour and an appropriate proportion of
overheads. Net realisable value is based on
estimated selling prices less any estimated costs to

be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated cash flow
statement, cash and cash equivalents comprise cash
on hand and demand deposits, and short term highly
liguid investments which are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value, and have a
short maturity of generally within three months when
acquired, less bank overdrafts which are repayable
on demand and form an integral part of the Group’s

cash management.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Cash and cash equivalents (continued)

For the purpose of the balance sheet, cash and cash
equivalents comprise cash on hand and at banks,
including term deposits which are not restricted as

to use.

Income tax

Income tax comprises current and deferred tax.
Income tax is recognised in the profit and loss
account, or in equity if it relates to items that are
recognised in the same or a different period directly

in equity.

Deferred tax is provided, using the liability method,
on all temporary differences at the balance sheet
date between the tax bases of assets and liabilities
and their carrying amounts for financial reporting

purposes.

Deferred tax liabilities are recognised for all taxable

temporary differences:

o except where the deferred tax liability arises
from the initial recognition of an asset or
liability and, at the time of the transaction,
affects neither the accounting profit nor

taxable profit or loss; and

° in respect of taxable temporary differences
associated with investments in subsidiaries,
associates and interests in joint ventures,
except where the timing of the reversal of the
temporary differences can be controlled and
it is probable that the temporary differences

will not reverse in the foreseeable future.

3.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Income tax (continued)

Deferred tax assets are recognised for all deductible
temporary differences, carryforward of unused tax
assets and unused tax losses, to the extent that it is
probable that taxable profit will be available against
which the deductible temporary differences, and the
carryforward of unused tax assets and unused tax

losses can be utilised:

° except where the deferred tax asset relating
to the deductible temporary differences arises
from the initial recognition of an asset or
liability and, at the time of the transaction,
affects neither the accounting profit nor

taxable profit or loss; and

° in respect of deductible temporary differences
associated with investments in subsidiaries,
associates and interests in joint ventures,
deferred tax assets are only recognised to the
extent that it is probable that the temporary
differences will reverse in the foreseeable
future and taxable profit will be available
against which the temporary differences can

be utilised.

The carrying amount of deferred tax assets is
reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be utilised.
Conversely, previously unrecognised deferred tax
assets are recognised to the extent that it is probable
that sufficient taxable profit will be available to allow

all or part of the deferred tax asset to be utilised.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Income tax (continued)

Deferred tax assets and liabilities are measured at
the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled,
based on tax rates (and tax laws) that have been
enacted or substantively enacted at the balance

sheet date.

Employee benefits

Employment Ordinance long service payments
Certain of the Group’s employees have completed
the required number of years of service to the Group
in order to be eligible for long service payments
under the Hong Kong Employment Ordinance in the
event of the termination of their employment. The
Group is liable to make such payments in the event
that such a termination of employment meets the
circumstances specified in the Employment

Ordinance.

A provision is recognised in respect of the probable
future long service payments expected to be made.
The provision is based on the best estimate of the
probable future payments which have been earned
by the employees from their service to the Group to

the balance sheet date.

3.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Employee benefits (continued)

Pension schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Mandatory Provident Fund
Schemes Ordinance for those employees who are
eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of
the employees’ basic salaries and are charged to
the profit and loss account as they become payable
in accordance with the rules of the MPF Scheme.
The assets of the MPF Scheme are held separately
from those of the Group in an independently
fund.
contributions vest fully with the employees when

contributed into the MPF Scheme.

administered The Group’s employer

The employees of the Group’s subsidiaries which
operate in the People’s Republic of China (the “PRC”)
are required to participate in a central pension
scheme operated by the local municipal government.
These PRC subsidiaries are required to contribute a
certain percentage of its payroll costs to the central
pension scheme. The contributions are charged to
the profit and loss account as they become payable
in accordance with the rules of the central pension

scheme.

Annual Report 2004

3.

—TTN

31 December 2004 — &% =H=—

TEERBRBME (&

BRERA (&)

B K18 F 5t 2

BRIERHERBEKR  NEERMARE
mamasiE B RKENE (TRE
AEDZEBETEREREESAHE - &
Rt ziEs  HRNRREZES

Z-EBEDLEE  YRENHEFEERR
KA - BEEFAIHZEEEAKEBEED
MRE SH-—EBYEFzESER - K
SECZEXHR-—BIIARESHE X
BREESR -

AEBEEREARKNME (THE])LLE 2K
BARAIZES  R2HEMBTHRARILZH

\

RIBKREFFE - WEPEME QR ARLH
ﬁ&ﬁZE D LE A R RGR AR B BB o i

RARBRETREKRSHENHERRR
EPEZ@%P



—ETNE+-_A=+—8H

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Employee benefits (continued)

Share option scheme

The Company operates a share option scheme for
the purpose of providing incentives and rewards to
eligible participants who contribute to the success
of the Group’s operations. The financial impact of
share options granted under the share option scheme
is not recorded in the Company’s or the Group’s
balance sheet until such time as the options are
exercised, and no charge is recorded in the profit
and loss account or balance sheet for their cost.
Upon the exercise of share options, the resulting
shares issued are recorded by the Company as
additional share capital at the nominal value of the
shares, and the excess of the exercise price per
share over the nominal value of the shares is
recorded by the Company in the share premium
account. Options which are cancelled prior to their
exercise date, or which lapse, are deleted from the

register of outstanding options.

Government grants

Government grants are recognised at their fair value
where there is reasonable assurance that the grant
will be received and all attaching conditions will be
complied with. When the grant relates to an expense
item, it is recognised as income over the periods
necessary to match the grant on a systematic basis
to the costs that it is intended to compensate. Where
the grant relates to an asset, the fair value is credited
to a deferred income account and is released to the
profit and loss account over the expected useful life

of the relevant asset by equal annual instalments.

3.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Revenue recognition

Revenue is recognised when it is probable that the

economic benefits will flow to the Group and when

the revenue can be measured reliably, on the

following bases:

(a)

from the sale of goods, when the significant
risks and rewards of ownership have been
transferred to the buyer, provided that the
Group maintains neither managerial
involvement to the degree usually associated
with ownership, nor effective control over the

goods sold;

income from the trading of listed equity
investments, on the date when the transaction

takes place;

interest income, on a time proportion basis
taking into account the principal outstanding

and the effective interest rate applicable; and

dividend income, when the shareholders’ right

to receive payment has been established.

Foreign currencies

Foreign currency transactions are recorded at the

applicable exchange rates ruling at the transaction

dates. Monetary assets and liabilities denominated

in foreign currencies at the balance sheet date are

translated at the applicable exchange rates ruling at

that date. Exchange differences are dealt with in the

profit and loss account.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Foreign currencies (continued)
On consolidation, the financial statements of
overseas subsidiaries, jointly controlled entities and
associates are translated into Hong Kong dollars
using the net investment method. The profit and loss
accounts of overseas subsidiaries, jointly controlled
entities and associates are translated into Hong Kong
dollars at the weighted average exchange rates for
the year, and their balance sheets are translated
into Hong Kong dollars at the exchange rates ruling
at the balance sheet date. The resulting translation
differences are included in the exchange fluctuation

reserve.

For the purpose of the consolidated cash flow
statement, the cash flows of overseas subsidiaries
are translated into Hong Kong dollars at the
exchange rates ruling at the dates of the cash flows.
Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are
translated into Hong Kong dollars at the weighted

average exchange rates for the year.

SEGMENT INFORMATION

Segment information is presented by way of two
segment formats: (i) on a primary segment reporting
basis, by business segment; and (ii) on a secondary

segment reporting basis, by geographical segment.

3.
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Notes to Financial Statements B %5

SEGMENT INFORMATION (continued)

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

segments are as follows:

(a) the electronic components and electrical

products segment engages in the
manufacturing and trading of electronic
components, particularly aluminium electrolytic
capacitors, and the trading of electrical

products;

(b)  the trading of raw materials segment engages

mainly in the trading of aluminium foils; and

(c) the corporate and others segment comprises
the Group’s trading of production machinery
together with corporate income and expense

items.

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

the assets.
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4.

SEGMENT INFORMATION (continued) 4.

(@)

Business segments
The following tables present revenue, profit/
(loss) and certain asset, liability and

DHEEN (&

(a) ¥B2E
TRENAEBZEBE 2 WE
wH(BE)RETEE AERA

expenditure information for the Group’s TEHR o
business segments.
Group KEE
Electronic components Trading of
and electrical products raw materials Corporate and others Consolidated
ETEHHETER BERMA LERHEY &a
2004 2003 2004 2003 2004 2003 2004 2003
Z2EME _TT-F ZBEME _TT-F ZBEME _TT-F -BEME _TI-
HK$'000  HK$000  HK$000  HKS'000  HK$'000  HK$000  HK$'000  HK§'000
TEn TEr  TEm  TEr  TER  TEx TRz TER
Segment revenue: HElE -
Sales to external customers ~ EFHAKF 806,385 596,576 64,525 23,577 - 6,300 870,910 626,453
Other revenue ks 2,097 1,238 525 64 - 137 2,622 1439
Total a3 808,482 597814 65,050 23,641 - 6437 873532 627,892
Segment results RS 78,509 48,553 2,141 1,632 (630) (557) 80,020 49,628
Interest and dividend MERKE
income and WARKAE
unallocated gains pa e 1,169 2,566
Finance costs H%ER (7,043)  (5,364)
Share of profits and ElELRES
losses of jointly DA
controlled entities LE# (4,287)  (4,413) - - - (4,287)  (4413)
Profit before tax BRATE 69,909 42447
Tax i (1m)  (5,293)

Profit before minority interests K3t HRE

B2 &
Minority interests PERE kR
Net profit from ordinary RRER
activities attributable AE%%
to shareholders BAFE
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SEGMENT INFORMATION (continued)

31 December 2004 —ZZEW&+_-_A=+—8H

4. HRBEB (&

(a) Business segments (continued) (a) RBoR (&)
Group rEH
Electronic components Trading of
and electrical products raw materials Corporate and others Consolidated
ETEHRETER BERMS bEREM e
2004 2003 2004 2003 2004 2003 2004 2003
“EEME -22-F “BEME -TT-4F ZBEME _TT-F CBEME -2ICF
HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$000  HK$'000  HK§'000
TEn TEr TR  TEr TR  TEr  TERm  TER
Segment assets PEEE 728,478 609,054 9 4918 7,319 9200 736,768 623,172
Interests in jointly REREH
controlled entities RAZER 3,310 2,309 - - - - 3,310 2,309
Unallocated assets ADREE 17460 15950
Total agsets AEBE 757,542 641,431
Segment liabilities HRER 148,285 140,071 33,421 23,551 19,925 21409 201,631 185,031
Unallocated liabilities ADREE 230,386 187,330
Total liabilities BERE 432,017 372,361
Other segment information: 1 pBEE -
Depreciation e 34,872 25,892 - - 21 14 34,893 25,906
Amortisation 4 a7 425 - - - - a7 425
Provision for long service ~ RERBLEE
payments - 2,984 - - - - - 2,984
Negative goodwill recognised 2 & AMA
as income LAmE 276 216 - - - - 276 276
Surplus on revaluation EEFRNREER
recognised directly R EM
in equity BE 3,182 85 - - - - 3,182 85
Capital expenditure BEER 79,486 96,216 - - - - 79,486 96,216
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4.  SEGMENT INFORMATION (continued) 4. DEEPN (B
(b) Geographical segments (b) HEZDE
The following table presents revenue and TERENAEERMWE S FEBARK
certain asset and expenditure information for BERETEERAIER -

the Group’s geographical segments.

Group N E
Greater China
KHE4E
Hong Kong Mainland China Taiwan Southeast Asia Other countries Consolidated
it HERY L REE EhE3 &2

0042005 204 A0 204 205 W04 03 2004 205 WM 208
CEERE CT5CF CRERE CTTCE CEEME CTTSF CRRME CSTCE CRRME CTI0F 1R3pF CRif
HKSO00  HKSO00  HKS'000  HKSOO0  HKS'000  HKSO00  HKS'000  HKSO00  HKS000  HKSOOO  HKS000  HKSO0D
A TEr fRm TEn  fEm TEn  TER  TEr  TER  TEn TER Tin

Seqmen revenue; FEhE:
Sales o extemel EPRR
customers 5 195,027 17911 66 140264 Q741 223893 108430 93600 67991 40585 70910 626,493
Other seqment Efnk
informaton B
Segment asses PLEEE 17660 116063 536,40 412133 G5048  665% A0 2773 686 6068 736,768 623,172
Iigests in oty confled ~ KAR#H2
enties LER - -0 230 - - - - - - M0 23w
Unalocated assets 7AEEE 46 15990
51502 641431
Capital expendiure B1RR 306 TR Ben - - - - - 3T %621
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5. TURNOVER 5. B¥H
Turnover represents the net invoiced value of goods EEEDEELEMCHEERFERRE
sold, after allowances for returns and trade K e
discounts.
Revenue from the following activities has been UTEBzBEZEFTASERE -

included in turnover:

2004 2003
—EEME —EE=F
HK$’000 HK$'000
FERT FET
Manufacture and trading of electronic BEREE

components and trading BFET M
of electrical products BEETER 806,385 596,576
Trading of raw materials BERMH 64,525 23,577
Trading of production machineries BEEAERW = 6,300
870,910 626,453

Man Yue International Holdings Limited & # B (5 & @ B R A 7] [ AR E sloj2olel s
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6.

PROFIT FROM OPERATING ACTIVITIES 6.

The Group’s profit from operating activities is arrived

— gale S3Z
&

AEBzEERMEME,GEA) Fo%

at after charging/(crediting): E
2004 2003
—EETWME —ET=%F
HK$’000 HK$’000
FERT FAET
Auditors’ remuneration ZE A& 818 700
Amortisation of intangible assets* mEEEEN 326 323
Amortisation of goodwill** SRR FiE 121 102
Depreciation e 34,893 25,906
Exchange losses, net BB 2,098 4,920
Loss on disposal of fixed assets HEBTEEERE 20 3,115
Minimum lease payments under operating THEEFHLEHEE
leases for land and buildings ®EHEE 10,902 9,051
Provision for bad and doubtful debts RIZWR G 2,045 2,787
Provision for prepayments and T RIEREAM
other receivables JE SR R 4 - 279
Provision for slow-moving inventories T E B E - 5,216
Staff costs (including directors’ BEERE (B
remuneration (note 8)): E=Me (Fi78)) -
Wages and salaries T & & % 79,647 60,312
Pension scheme contributions RORET B R 2,206 1,758
Provision/(write-back of provision) for long EHRESBE
service payments (note 27) (E%) (Kzt27) (475) 2,984
Interest income R B U A (189) (105)
Negative goodwill recognised as income*** BEERBRAZBEHE (276) (276)
Gain on disposal of long term investments HERAKE 2= (736) (2,461)
Dividend income from listed investments EFHHEEZRBELA (244) -
* The amortisation of intangible assets for the year is * FARBKEERHETABRRPIHERK
included in “Cost of sales” on the face of the profit KIR o
and loss account.
* The amortisation of goodwill for the year is included x> FAREBHET ABERPIEMLESR
in “Other operating expenses” on the face of the BIR -
profit and loss account.
ok The negative goodwill recognised as income for the e FREBAABAZEBECSHABER

year is included in “Other revenue and gains” on

the face of the profit and loss account.
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FINANCE COSTS 7. BMBEHR
Group rEE
2004 2003
—EENE —EET=F
HK$’000 HK$’000
FTHER FAET
Interest expenses on bank loans RITERZFE 6,437 4,377
Interest on finance leases BERER S 606 987
7,043 5,364
DIRECTORS’ REMUNERATION 8. EEM%
Directors’ remuneration for the year, disclosed REEEBERXIMERRAIESR LMEA
pursuant to the Rules Governing the Listing of RAREPIE161 BRB2AFEEEZH S
Securities on The Stock Exchange of Hong Kong m
Limited and Section 161 of the Companies
Ordinance, is as follows:
2004 2003
—EENE —ET=F
HK$’000 HK$'000
FTHER FAET
Fees: wE
Executive directors WITESR - -
Independent non-executive directors B EHITES 444 392
444 392
Other emoluments: HEmMe :
Salaries and allowances e KER
Executive directors WITES 4,202 3,528
Independent non-executive directors BYERITES = -
Pension scheme contributions RIKET B
Executive directors WITES 24 24
Independent non-executive directors B EHITES - -
Discretionary bonuses (SRR EAN
Executive directors WITES 3,035 52
Independent non-executive directors B EHITES - -
7,705 3,996
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8.

DIRECTORS’ REMUNERATION 8.
(continued)

The number of directors whose remuneration fell

within the following bands is as follows:

EEME (&

MeBATHEBNZES AR :

Number of directors

EEAY
2004 2003
—EEmE —TT-F
Nil - HK$1,000,000 = — 1,000,000/ 7t 3 3
HK$1,000,001 — HK$1,500,000 1,000,001 7t — 1,500,0007% JT 1 -
HK$2,500,001 — HK$3,000,000 2,500,001/% 7 — 3,000,000/ 7T - 1
HK$6,000,001 — HK$6,500,000 6,000,001/% 7 — 6,500,000/ 7T 1 -
5 4

There was no arrangement under which a director

waived or agreed to waive any remuneration during

FARETNERESTHEARERELH
ez 28 -

the year.
FIVE HIGHEST PAID EMPLOYEES 9. AfumS#HMEE
The five highest paid employees during the year FALUGERFNEEAEML (ZZEZ=
included two (2003: two) directors, details of whose FMOES BEBESHE2FBEIERN L
remuneration are set out in note 8 above. Details of MHESN c FRNEHB=(U(ZZTEZTE=F : =
the remuneration of the remaining three (2003: three) ) EaTMEESEEMS 2cFBROT
non-director, highest paid employees for the year
are as follows:
2004 2003
—EENE —TT=F
HK$’000 HK$'000
FE T FiB T
Salaries and allowances e MoEE 3,068 2,761
Bonuses TE4L 784 605
Pension scheme contributions ROKGET &I 36 36
3,888 3,402
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FIVE HIGHEST PAID EMPLOYEES 9. INmSHMMEER (&
(continued)
The number of non-director, highest paid employees EEFMIEEEREELTIHESAERN 2 A
whose remuneration fell within the following bands mE
is as follows:
Number of employees
EEA™
2004 2003
—E2BQNF —TT=F
Nil - HK$1,000,000 =z — 1,000,000/ 7T 1
HK$1,000,001 - HK$1,500,000 1,000,001 7 — 1,500,000/ 7T 1 2
HK$1,500,001 — HK$2,000,000 1,500,001 7C — 2,000,000/ 7T 1 -
3 3
TAX 10. 1A

Hong Kong profits tax has been provided at the rate
of 17.5% (2003: 17.5%) on the estimated assessable
profits arising in Hong Kong during the year. Taxes
on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the
countries in which the Group operates, based on
existing legislation, interpretations and practices in

respect thereof.

In accordance with the relevant tax rules and
regulations in Mainland China, certain of the
Company’s subsidiaries in Mainland China enjoy tax
exemptions and reductions. Certain subsidiaries in
Mainland China are subject to income taxes at

applicable rates ranging from 12% to 27%.
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10. TAX (continued) 10. HIE (&)
2004 2003
—EEWE —TT=F
HK$’000 HK$'000
FTER FHTT
Group: REH -
Current — Hong Kong BNEf — &%
Charge for the year AEEBIEZH 4,419 -
Current — Mainland China BIHR — R B A 3
Charge for the year REEHIEZ H 4,956 6,793
Over-provision in prior years BEFERERE - (1,049)
Deferred (note 28) BT (M1 7E28) (1,604) (451)
Total tax charge for the year FRNBRMIBZ N 7,771 5,293

A reconciliation of the tax expense applicable to
profit/(loss) before tax using the applicable tax rates
for the countries in which the Company and its
subsidiaries and jointly controlled entities are
domiciled to the tax expense at the effective tax
rates, and a reconciliation of the applicable tax rates
to the effective tax rates are as follows:

ERARBREMEB QA ARKRZES R FE
REMEBRZERARXFEZRBEA
A, (B18) 2 ERRERY - BRRERBK
RFEZHERI 2HK - A RERBEE
EBREMEZHIRMT

Group - 2004 AEB-—ZTFNE
Hong Kong Mainland China Others Total
B hER EHHE &t
HK$'000 %  HKS$’000 %  HK$'000 %  HKS$'000 %
TER % TER % THn % TER %
Profit/(loss) before tax RHEMEH/ (B8 28,749 42,406 (1,246) 69,909
Tax at the applicable tax rates EERAREHEHA 5,031 175 3132 74 (187) 150 7976 114
Income not subject to tax BERBUA (289) (112) - (401)
Expenses not deductible for tax AAORZ 652 319 - 971
Tax losses utilised from previous periods 3 B E & (1,056) - - (1,056)
Tax losses not recognised AERAVERE 88 6 187 281
Tax charge at the Group’s BARBERKENE
ffective rate ZBRERH 4,426 154 3345 7.9 - - m 114
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10. TAX (continued)

M-

31 December 2004 —ZEZF M@

10. HIE (&

rEE-—_TT=F

Group - 2003
Hong Kong Mainland China Others Total
B4 hERY AftHE &3
HK$'000 %  HK$'000 %  HK$'000 %  HK$'000 %
Tin %  TEn % TR %  FAx %
Profit/(loss) before tax BHAER/ (B8) 3503 39,336 (422) 247
Tax at the applicable tax rate EERAREHEHE 613 175 4776 12.1 (63) 15.0 5,326 1256
Effect on opening deferred tax of REEMGEL
increase in rates ERfiB 7E 23 - - 23
Adjustments in respect of current tax st/ HEIH
of previous periods fiEc g - (1,049) - (1,049)
Expenses not deductible for tax AAMAZ M 146 649 - 795
Tax losses utiised from previous periods B & S5 EE S - (150) - (150)
Tax losses not recognised AERREER 52 233 63 348
Tax charge at the Group’s BAEEERHEHE
effective rate LHEX M 834 238 4459 11.3 - - 500 12.5

11. NET PROFIT/(LOSS) FROM ORDINARY
ACTIVITIES ATTRIBUTABLE TO
SHAREHOLDERS

The net loss from ordinary activities attributable to
shareholders for the year ended 31 December 2004
dealt with in the financial statements of the Company
was HK$1,880,000 (2003: net profit of HK$194,000).
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DIVIDENDS

No interim dividends were declared or paid during
the year (2003: Nil). The directors recommend the
payment of a final dividend of HK2 cents per share,
totalling HK$7,457,000 (2003: Nil).

The proposed final dividend for the year is subject
to the approval of the Company’s shareholders at

the forthcoming annual general meeting.

EARNINGS PER SHARE

The calculation of basic earnings per share is based
on the net profit attributable to shareholders for the
year of HK$61,949,000 (2003: HK$37,053,000), and
the weighted average of 369,264,000 (2003:
373,440,000) ordinary shares in issue during the year.

The calculation of diluted earnings per share is
based on the net profit attributable to shareholders
for the year of HK$61,949,000. The weighted average
number of ordinary shares used in the calculation is
the 369,264,000 ordinary shares in issue during the
year, as used in the basic earnings per share
calculation, and the weighted average of 161,000
ordinary shares assumed to have been issued at no
consideration on the deemed exercise of all warrants
outstanding during the year. The Company’s share

options did not have a dilutive effect during the year.

No diluted earnings per share amount for the year
ended 31 December 2003 has been shown as the
Company’s share options did not have a dilutive

effect for that year.

12.

13.

Annual Report 2004

iz B

FABBESTRAZAPHEARS (ZTT=F:
) MEFFRZREERBIMZ KK
B HEF 74570008 L (Z T =F -
m) o

BREPIAEFERPBEAFARABRR
EEBRRBFRG LI ETSHEE -

BRET

AEEGRERRBFNTREE KRR B
FF 861,949,000 T (Z 2T = & -
37,053,000 L) R ERNE ETE BB ZM
B F 15 #369,264,0000% (Z T T = 4 :
373,440,0000%) 5t &

BREFTRADREBEARFERREWG G
#061,949,0008 Lt E - TR EFFTIK
AzE@ABRMETHEDFEFANE EIT
369,264,000 EimAk (HRANFHESRER
AFAER) « W0 £ RS F RN ATH R AR
BRETEIHRANEEF BT 2L B
B pn4EF 39 20161,000 EBR - FRAAD
AZBERETEEEYE

‘?/E

AR -_ET=ZFARRFAZEREL BEE
FE O BUE2IBE_TT=F+_-_A=
t—BLEFRZEBREERN -



