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The principal office of K & P International Holdings
Limited is located at Units 2304-06, 23rd Floor, Riley
House, 88 Lei Muk Road, Kwai Chung, New Territories,
Hong Kong.

During the year, the Group was involved in the following
principal activities:

e manufacture and sale of precision parts and
components (comprising keypads, synthetic
rubber and plastic components and parts, and
liquid crystal displays (“LCDs”); and

o design, manufacture and sale of consumer
electronic products (comprising time, weather
forecasting and other products).

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, 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.
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These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (which also include 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 disclosure requirements of the Hong
Kong Companies Ordinance. They have been prepared
under the historical cost convention, except for the
periodic remeasurement of certain fixed assets as
further explained below.

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 acquired or disposed of
during the year are consolidated from or to their
effective dates of acquisition or disposal, respectively.
All significant intercompany transactions and balances
within the Group are eliminated on consolidation.

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.

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.
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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.

A joint venture company is treated as:

(a) a subsidiary, if the Group/Company has unilateral
control, directly or indirectly, over the joint venture
company;

(b) a jointly-controlled entity, if the Group/Company
does not have unilateral control, but has joint
control, directly or indirectly, over the joint venture
company;

(c) an associate, if the Group/Company does not have
unilateral or joint control, but holds, directly or
indirectly, 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) a long term investment, if the Group/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.
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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 an associate is included in the consolidated
profit and loss account and consolidated reserves,
respectively. The Group’s interest in an associate is
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 arising on the acquisition of subsidiaries
represents the excess of the 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.

Goodwill arising on acquisition is recognised in the
balance sheet as an asset and amortised on the
straight-line basis over its estimated useful life.

Prior to the adoption of SSAP 30 “Business
combinations” in 2001, goodwill arising on acquisitions
was eliminated against consolidated reserves in the
year of acquisition. On the adoption of SSAP 30, the
Group applied the transitional provision of the SSAP
that permitted such goodwill to remain eliminated
against consolidated reserves. Goodwill on acquisitions
subsequent to the adoption of the SSAP is treated
according to the SSAP 30 goodwill accounting policy
above.
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On disposal of subsidiaries, 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. Any attributable
goodwill previously eliminated against consolidated
reserves at the time of acquisition is written back and
included in the calculation of the gain or loss on
disposal.

The carrying amount of goodwill, including goodwill
remaining eliminated against consolidated reserves,
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.

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
or its net selling price.

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.

HEMBARE HEZRSEHBERTTZ
EHEERZEEREMAE EhEaiE
B DR 3 55 2 2R ) B B
w(mER) REEHEZREXER
BR7 15 St 18 [ 5 AT 17 WIS B 7E 1% 4 8 RO
EEEENATE:

ARIABFEHNBEZREE eR/INE
EREMEIEE YERSETEER
EEEME - ERAMFECFELZEE
I BRIEBB AR REER B EER
IRZINRBFRI B PTES MERELZ
SIREMHSZBEHHARYR BRIT
SRLLAENEBERRBZRME-

REEEEBGETHE VRERESE
EABNMEFEE L RRIE B EfR
THEFECHEIZBREBERTEFER
ERD-HEEMNZERTFE ZEE
ZANREEZA T AR G- BE 2 EE
EREEZEREBEEAEHEFE LR
B e

B B 1R 12 0 B S PR T B TR R AT el
BRTAER REBBENEEL 2 HM
ERHRANG EEZEEAEGRER
HEEmER REBRUZEGREEZS
BEBRRAK-

39



40

—TZENE+=-A=+—A~
31 December 2004

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 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 a fixed asset,
the expenditure is capitalised as an additional cost of
that asset.

Changes in the values of fixed assets are dealt with
as movements in the fixed asset 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 previous valuations is transferred to retained profits
as a movement in reserves.
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Depreciation is calculated on the straight-line basis to
write off the cost or valuation of each asset over its
estimated useful life. The principal annual rates used
for this purpose are as follows:
Land held under medium Over the lease terms
term leases
Buildings 2.5%
Leasehold improvements 25% to 30%
Plant and machinery 12.5% to 25%
Furniture, fixtures and 20% to 30%
office equipment
Motor vehicles
Moulds

20% to 25%
20% to 33.33%

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 asset.

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 are 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.

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 such operating leases are charged to the profit
and loss account on the straight-line basis over the
lease terms.
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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.

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the first-in, first-
out 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.

For the purpose of the consolidated cash flow
statement, cash and cash equivalents comprise cash
on hand and demand deposits, and short term highly
liquid 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.

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.
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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:

e 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

e in respect of taxable temporary differences
associated with investments in subsidiaries and
associates, 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.

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 future 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:

e 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

e in respect of deductible temporary differences
associated with investments in subsidiaries and
associates, deferred tax assets are only
recognised to the extent that it is probable that
the temporary differences will reverse in the
foreseeable future and future taxable profit will be
available against which the temporary differences
can be utilised.
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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 future 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 future
taxable profit will be available to allow all or part of
the deferred tax asset to be utilised.

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.

Licences

Licences are stated at cost less any impairment losses
and are amortised on the straight-line basis over their
estimated useful lives of six years.

Technical know-how

Technical know-how is stated at cost less any
impairment losses and is amortised on the straight-
line basis over its estimated useful life of five years.

Research and development costs
All research costs are charged to the profit and loss
account as incurred.

Expenditure incurred on projects to develop new
products is capitalised and deferred only when the
projects are clearly defined; the expenditure is
separately identifiable and can be measured reliably;
there is reasonable certainty that the projects are
technically feasible; and the products have commercial
value. Product development expenditure which does
not meet these criteria is expensed when incurred.
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Research and development costs (continued)
Deferred development costs are stated at cost less
any impairment losses and are amortised using the
straight-line basis over the commercial lives of the
underlying products not exceeding five years,
commencing from the date when the products are put
into commercial production.

Non-trading investments

Long term investments in unlisted equity securities,
intended to be held for a continuing strategic or long
term purpose, are stated at cost less any impairment
losses, on an individual investment basis.

When a decline in the fair value of a security below its
carrying amount has occurred, unless there is evidence
that the decline is temporary, the carrying amount of
the security is reduced to its fair value, as estimated
by the directors. The amount of the impairment is
charged to the profit and loss account for the period
in which it arises. When the circumstances and events
which led to the impairment in value cease to exist
and there is persuasive evidence that the new
circumstances and events will persist for the
foreseeable future, the amount of the impairment
previously charged is credited to the profit and loss
account to the extent of the amount previously charged.

Club memberships

Long term investments in club memberships, which
are intended to be held for long term purposes, are
stated at cost less any impairment losses.

Final dividends proposed by the directors are classified
as a separate allocation of retained profits within the
capital and reserves section of the balance sheet, until
they have been approved by the shareholders in a
general meeting. When these dividends have been
approved by the shareholders and declared, they are
recognised as a liability.
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Interim dividends are simultaneously proposed and
declared, because the Company’s memorandum and
Bye-laws grant the directors the authority to declare
interim dividends. Consequently, interim dividends are
recognised immediately as a liability when they are
proposed and declared.

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.

On consolidation, the financial statements of overseas
subsidiaries and an associate are translated into Hong
Kong dollars using the net investment method. The
profit and loss accounts of overseas subsidiaries and
an associate 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.

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 and scrap, 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;
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(b) interest income, on a time proportion basis taking
into account the principal outstanding and the
effective interest rate applicable;

(c) income from the sale of listed investment, on the
trade date; and

(d) tooling charge and sales commissions, when the
services are rendered.

Paid leave carried forward

The Group provides paid annual leave to its employees
under their employment contracts. Under certain
circumstances, such leave which remains untaken as
at the balance sheet date is permitted to be carried
forward and utilised by the respective employees in
the following year. An accrual is made at the balance
sheet date for the expected future cost of such paid
leave earned during the year by the employees and
carried forward.

Employment Ordinance long service payments
Certain of the Group’s employees have completed the
required number of years of services 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 Hong Kong 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 services to the Group to the
balance sheet date.

(o) FE RBEHRAERERZERA
IR 5t B ARR:

(c) HELWMHRERA RRHAARK:
&

(d) BARARBEEME NREREHEE
Ao

BH B A
AEBZFRBEEEZERANFESR
RUEBFFR-EETELT HELE
B RSB BEAA FALE WhARM
BERRFEH-AKEC5HIES F AR
BY FAAEB 2 BEHFR AR ARK
AREER ARSI SRR IER -

BIFEOIRBRE
AEEETEICAKERFE RES
BREGINEL LEARSERKRE
MRS AEEFEEIRKILEAZE
T 6 BB R R R D] A I B S5 5% K
15 o

AEBECHRATREZ RRE ARG S KA
BRBETIBEHERRBEAEEIRS
RABERARRE < BRIERER G I
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Pension scheme

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Mandatory Provident Fund
Schemes Ordinance, for all of its employees.
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 administered
fund. The Group’s employer contributions vest fully with
the employees when contributed into the MPF Scheme.

The employees of the Group’s subsidiaries which
operates in Mainland China are required to participate
in a central pension scheme operated by the local
municipal government. These subsidiaries are required
to contribute a certain percentage of their 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.

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.

R IK & F 5T &
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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.

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 the other business segments.
Summary details of the business segments are as
follows:

(a) the precision parts and components segment
comprise the manufacture and sale of precision
parts and components comprising keypads,
synthetic rubber and plastic components and
parts, and liquid crystal displays (LCDs);

(b) the consumer electronic products segment
comprise the design, manufacture and sale of
consumer electronic products comprising time,
weather forecasting and other products; and

(c) the corporate and others segment comprises the
Group’s property holding activity, 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.

Intersegment sales and transfers are transacted with
reference to the cost of sales.

DEERBAMESRRETARE ()
ENRBMERLERREBE D RI)RE
DERBEEERIMRE D -

AEBEZREEBHRBRELZEN ML
BRRHENEREREE DB TERE
TEERIEIE - NE B & EEB AR BB —
B SRS \E 275 B0 PR 2 B an R IR 75
HAETR 2 X BRI M Z SR AR Z R
B & BRI - F 5 0 8 2 FF BB an

T~

(a) BEZEHHEMNBERERHEER
BRI HEERE SREBRER
THURBRBEETE

(o) Rt WERHEEFHERENE
ETHEMBRERF RRE ;Hr&
HME®R Rk

(c) ARRRETRMNIBEEERHAK
ERBRANKARZHIAR -

FEREARE B 232 AR - o e
BREPHRAR ZEE|D ﬂﬁﬁiﬁéﬁéﬂiﬂ
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EHERNET
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The following tables present revenue, profit/(loss)

IATNRBINRAEBIZERE D 2
and certain asset, liability and expenditure 54

WA 8T (BER) REE BfFE

50

information for the Group’s business segments: BARMEZ 2 ER:
Group £H
Precision parts and Consumer
components electronic products Corporate and others Eliminations Consolidated
BEERH ETHER B8RS i &e
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
TEEME  CRISE CBEME %% CEEME CE5SE CEEME CEICE CEEME C3EcE
HKS HKS HKS HKS HKS HKS HKS HKS HKS HKS
& B & B & AT & AT & B
Segment revenue: M
Sales to external HIMEENA
customers 191,089,906 | 148,037,018 | 158,168,621 123,808 477 - - - - | 349,258,527 | 271,845,495
Intersegment sales RPBAHERA 6,567,143 | 4,931,152 - - - - | (6,567,143) (4,931,152) - -
Other revenue A A RS
and gains 8,395,952 | 3,618,008 112,156 166,080 10418 1632473 - - 8,518,126 5,416,561
Total BN 206,052,601 | 156,586,178 | 158,280,777 | 123,974,557 10418 1632473 | (6,567,143) (4,981,162) 357,776,653 | 277,262,056
Seqment results pEES] 19,099,729 | 2382214 5,358,715 13392100 1,509,877  (107,200) 26,868,321 | 15,667,114
Interest income HEMA 170204 | 116,570
Gamondisposalofa  HERERE
long term investment A 5,113,837 -
Profit from operating ~ @EEH&F
activities 32,152,362 | 15,763 684
Finance costs BERK (5,521,263)| (5,808,182
Share of loss of an fERELAEE
ass0clee (6,127989)  (4,335,105) - - - - - - (B127.9%9) (4335105)
Profit before tax BB A& 20,503,160 | 5,640,397
Tax HE (2,846,004)  (2,100,475)
Net profitfiom ordinary ~ REEEELER
activiies atiributable A
to shareholders 17,657,156 | 3,539,922
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4. SEGMENT INFORMATION (continued)

(a) Business segments (continued)

Group

Segment assets AREE

Inferest in an associate RSN ER

Unallocated assets FAREE
Total assets g
Segment liabilies AR
Unallocated liabilties FARER
Total liabilties ik
Other segment EHAREH

information:

Depreciation and FEREH

amortisation
Write back of provision REEER

for doubtful debts
Provision for doubtful RAEER
debts

Provision for slow moving ~ EHFERA
inventories
Surplus on revaluation of  EREEELHR
leasehold land and BFLRBHA:
buildings credited to:
Fixed assets HREEER
revaluation reserve Gl
Profit and loss Ea%
account
Capital expenditure ERR%

4. DEES (&)
(a) ¥%& D (&)
%
Precision parts and Consumer
components electronic products Corporate and others Eliminations Consolidated
FEZHA ETEER B3R £# fa
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
CREME  CTI=E CRRME CR3CF REME PSS CBEME CTSSE CREREF CRR=E
HKS HKS HKS HKS HKS HKS HKS HKS HKS HK$
AL &7 #r A7 AL &7 #r &7 AL &7
166,256,145 | 126,769,705 | 61,450,384 | 52,616,792 | 11,128,034 | 12,407,762 8,287 (14,663 240,857,800 | 191,779,596
26,303,422 | 24401113 - - - - - - | 26,303,422 | 24401113
2,301,322 | 29178879
204,462,544 | 245,359,568
60,633,082 | 39443469 | 28,714,866 | 22803736 | 1468,048 | 1633810 16 16 | 90,616,012 | 63,881,031
76,656,012 | 76,806,133
167,472,024 | 140,667,164
18,705,362 | 17,510,209 | 52395805 | 6382520 | 593457 | 924,668 - - | 24,654,174 | 24817397
- (830) - - - - - - - (830)
921,346 85,547 - 8,553 - - - - | 921,346 94,100
370,000 - - - - - - - | 370,000 -
- = - - | (3,389,932) (1204702 - - | (3,389,932) (1,204702)
- - - - | (2%8444) (248192 - - | (2%8444) (248192
26,516,361 | 11,256,050 | 14,681,985 | 8260,166 = 143,801 | 115,567 - - | 41,342,147 | 19,651,783
—EEMEER

51



52

—TZENE+=-A=+—A~
31 December 2004

The following table presents revenue, and certain
asset and expenditure information for the Group’s
geographical segments:

ATRBINRAEBE IR RE D2
WA BERBEAFRX ZEHR:

&8

Other segment information

Segment assets

Htn BER

Capital expenditure

Group
Segment revenue
PEBA
Sales to external
customers
HMEERA
2004 2003
“BEME -TT=F
HK$ HK$
B BT
Hong Kong ) 135,268,737 | 97,694,871
Mainland China HEARAME
ZEMbMR 4,458,866 8,489,685
Total in the People’s mEARLME
Republic of China @t
(“PRC") 139,727,603 | 106,184,556
Japan BAX 29,024,655 | 34,626,252
Other Asian countries*  Ef Il E R 20,081,491 | 16,692,168
Total in Asia Tl 188,833,749 | 157,502,976
Germany e 64,347,082 | 50,141,106
Other European HioBMNB R
countries™ 73,383,458 | 52,342,184
Total in Europe BNt 137,730,540 | 102,483,290
North America EEM 14,986,554 7,031,381
Others*** Hp 7,707,684 4,827,848
Consolidated Ee) 349,258,527 | 271,845,495

PREE
2004 2003
ZBEME _TT=F
HK$ HK$
BT BT
114,568,131 | 89,527,768
140,808,051 | 126,994,851
255,376,182 | 216,522,619
5,325,386 6,692,414
20,684,692 = 10,821,447
281,386,260 | 233,936,480
3,544,219 2,611,562
6,889,611 7,438,543
10,433,830 | 10,050,106
1,698,446 555,244
944,008 817,759
294,462,544 | 245,359,588

BAMX

2004 2003
—gEME  ~33=F
HKS HKS

A7 BT
5,568,887 1,426,123
32,953,690 | 18,160,632
38,522,577 | 19,586,755
137,232 65,028
38,659,809 | 19,651,783
2,682,338 -
41,342,147 | 19,651,783
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Group (continued)

Other Asian countries mainly comprise Taiwan,

Singapore, Malaysia, Thailand, Indonesia and

Korea.

*%k

Other European countries mainly comprise Italy,

the United Kingdom, France, the Netherlands,

Austria, Sweden and Spain.

and New Zealand.

Others mainly comprise South America, Australia

Turnover represents the net invoiced value of goods
sold, after allowances for returns and trade discounts,

during the year.

An analysis of the Group’s turnover, other revenue and

gains is as follows:

Turnover
Sale of goods

Other revenue and gains

Interest income

Tooling charge income

Sale of scrap

Warrant subscription reserve
recognised as income upon
expiry of warrants

Sales commissions

Gain on disposal of a long
term investment

Sub-contracting fee income

Others

EE 3
BEMHEE

Heb g A & W

FEHA

AW A

J?ﬂfﬁ”i

RIREE R AR 18

ﬁE REBWA Z B
EERERE

HEMAS

HERBIZEERA

MIERA
Hh

£8 (&)
* HMSNEREIERESE HM
BoBRAG RE-EERER-

i H@D})HI%IE’E%%‘\K%‘J'ﬁ
B ORE R B A 3 R 7
IEEF

o HBERIZEEEIMNER R
ADSETE

£ ERBHDHETARALL
ERE

AEBZEER HMWARKRENT:

—ETWNEF —ETET=F
2004 2003

BT BT

HKS$ HK$
349,258,527 | 271,845,495
170,204 116,570
1,015,363 1,411,604
114,148 267,104
- 1,389,475
5,878,203 1,300,020
5,113,837 =
997,932 =
512,480 1,048,358
13,802,167 5,533,131
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Group
58
2004 2003
—EENE —EE=F
HKS$ HK$
B BT
Surplus on revaluation of ME Tt RIEFEMERER
leasehold land and buildings 238,444 248,192
Provision for doubtful debts, net RERBEHEFSR (921,346) (93,270)
Loss on disposal and write off HERMEERTEERBE
of fixed assets (2,118,490) (60,836)
(2,801,392) 94,086
The Group’s profit from operating activities is arrived AEBZREEEBRMNEHME (5
at after charging/(crediting): A)
2004 2003
—ETNF —ZEE=F
HKS$ HK$
B BT
Cost of inventories sold BEEGFERAX 267,408,146 212,902,194
Auditors’ remuneration % SREM B & 934,350 877,317
Depreciation e 21,830,405 23,673,634
Minimum lease payments under THREFZ
operating leases on land and ROKERNES
buildings 3,006,280 3,165,840
Amortisation of intangible assets* EE EEE 2,824,309 1,143,763
Provision for slow-moving T B B
inventories 370,000 -
Staff costs (including directors’ ETHX
other emoluments — note 9): (BREESEME — Hi79)
Wages and salaries I&ERF® 79,589,544 64,207,254
Pension scheme contributions NIEEHR 968,237 1,026,189
80,557,781 65,233,443
Less: Amount capitalised in BB AL B R EE R KR
deferred development
costs (4,350,000) (1,114,400)
76,207,781 64,119,043
Foreign exchange losses/(gains) EREE S (RA) (616,020) 147,146
* The amortisation of intangible assets for the year is * AFEZERNEERAHDERABER
included in “Cost of sales” on the face of the FIRTHEEKAK] -

consolidated profit and loss account.
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Interest expenses on bank loans
and overdrafts wholly repayable
within five years

Interest on finance leases

Interest on convertible loan
notes and fixed rate loan notes

Accrued premium on redemption
of convertible loan notes
and fixed rate loan notes

RITERRNAER
EEBEXHE

BEBEONE
AHREERFEER
EREREEN B

FAABRBRERERR

= == ==2)

EREXRERERHE

Directors’ remuneration for the year, disclosed pursuant
to the Listing Rules and Section 161 of the Hong Kong

Companies Ordinance, is as follows:

Fees:
Executive directors
Independent non-executive
directors

Other emoluments paid to
executive directors:
Salaries
Pension scheme contributions
Housing benefits
Performance related bonus
Other allowances

B
HITES
BYFWITES

WITESFZHMME

¥
INEEALTA
FEE R
=R
H b2 Bh

Group
£8

2004 2003
—2ENF —BE=F
HKS$ HK$

# T BT
3,184,111 2,311,708
667,531 1,118,515
254,336 556,358
1,415,285 1,821,601
5,521,263 5,808,182

RIE GO REERBIEAIE — K —
HFMRERBECEETME T :

Group
£8

2004 2003

= Lk —TE=F
HK$ HK$

B BT
352,300 312,000
352,300 312,000
5,748,990 5,748,990
24,000 24,000
1,868,920 -
150,000 150,000
7,791,910 5,922,990
8,144,210 6,234,990
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The number of directors whose remuneration fell within
the following bands is as follows:

MeB T HECEETHANT:

Number of directors

BEEAY
2004 2003
—EENF —EE=F
Nil — HK$500,000 £ — 500,000/ JT 3 2
HK$1,500,001 — HK$2,000,000 1,500,001 7T — 2,000,000/ 7T - 2
HK$2,000,001 — HK$2,500,000 2,000,001 7T — 2,500,000 T 1 1
HK$2,500,001 — HK$3,000,000 2,500,001 7T — 3,000,000 T 2 -
6 5

There was no arrangement under which a director
waived or agreed to waive any remuneration during
the year.

The seven highest paid employees during the year
included three (2003: three) executive directors, details
of whose remuneration are set out in note 9 above.
Details of the remuneration of the remaining four (2003:
four) non-director, highest paid employees for the year
are as set out below:

Basic salaries, allowances, EAR¥FHe - EA
bonus and benefits in kind TEAREMF =
Pension scheme contributions NIEE HH

56

RERREEMBHRARESHRER
RENZEM-

AEBLUSRFHRERE = (=%
=F D) WITES FECIIN EXE
BHREM TS KTEML (ZFT=F:1
) ZEHFIFEEREZHMESMT:

Group
£8

2004 2003
—EEMEF —EE=F
HK$ HK$

B BT
4,516,632 3,716,200
77,661 120,145
4,594,293 3,836,345
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The number of non-director, highest paid employees
whose remuneration fell within the following bands is

as follow:

HK$500,001 — HK$ 1,000,000
HK$1,000,001 — HK$1,500,000
HK$1,500,001 — HK$2,000,000

FEERSFEEZHMEMBHEENT

Number of employees

BEEAH
2004 2003
—ETNEF —TE=F
500,001 T — 1,000,0007% 7T 2 3
1,000,001 7t — 1,500,0007% 7T 1 1
1,500,001 7T — 2,000,0007% 7T 1 -
4 4

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.

Group:
Current — Hong Kong
Charge for the year
Overprovision in prior years
Deferred (note 29)

Total tax charge for the year

£H:

A —FE
AEFEEBBAX N
EFBERE

EERIR (K aE29)

AEEBRAXHER

EANGHERFEFRNRATBNMTE
R IATE5% (ZEE=4F:17.5%)

B T

2004
—sEmE
HKS$

ET

1,839,047
(179,862)
1,186,819

2,846,004

575,813

1,524,662

2,100,475
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BRANREBAERERFAE 2BRBHAG
MZBETHERBEERRERA T ZHIA

A reconciliation of the tax expense applicable to profit
before tax using the statutory rate to the tax charge at

the effective tax rate is as follows: TRz ASMT:
Group
£8
2004 2003
—EENF —EE=F
HK$ HK$
#ET T
Profit before tax B 3% A% A 20,503,160 5,640,397
Tax at the statutory tax rate BEEMEATS%TE 2
of 17.5% (2003: 17.5%) HE(ZZ2ZE=F:17.5%) 3,588,053 987,069
Overprovision of tax in TFEAERETIE
prior years (179,862) -
Effect on opening deferred tax VA TE B I8 hn ¥ B )
of increase in rates BELEHIB 2 E - 84,375
Income not subject to tax AR 2 /A (2,889,430) (1,830,265)
Expenses not deductible for tax AR HUR R IE 2 S 1,945,895 2,482,502
Tax losses utilised from IVEe-cliska):: v
previous periods BIEE 18 (248,406) (1,689,080)
Unrecognised tax losses AERZTIAEE 550,381 608,222
Others HA 79,373 1,457,652
Tax charge at the BEAEBERBMRAHEZ
Group’s effective rate HEZ 2,846,004 2.100,475

The net profit from ordinary activities attributable to

RARFERE 2R RERSLEBR R
54,528,376 L (Z T F = F:

5

shareholders for the year ended 31 December 2004
dealt with in the financial statements of the Company
was HK$4,528,376 (2003: HK$1,116,335) (Note 33(b)).

1,116,335/ 7t) (MI=E33(b)) °
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Proposed final — HK1 cent (2003: nil) per ordinary share

The proposed final dividend for the year is subject to
the approval of the Company’s shareholders at the
forthcoming annual general meeting.

The calculation of basic earnings per share is based
on the net profit attributable to shareholders for the
year of HK$17,657,156 (2003: HK$3,539,922), and on
the weighted average of 259,004,800 (2003:
250,004,800) 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$17,657,156 (2003: HK$3,539,922). The
weighted average number of ordinary shares used in
the calculation is the 259,004,800 (2003: 250,004,800)
ordinary shares in issue during the year, as used in
the basic earnings per share calculation; and the
weighted average of 1,975,842 (2003: 1,368,946)
ordinary shares assumed to have been issued at no
consideration on the deemed exercise of all share
options outstanding during the year.

In the calculations of the diluted earnings per share,
the effect of the convertible loan notes outstanding
during the years ended 31 December 2004 and 2003
was not taken into account as they had an anti-dilutive
effect on the basic earnings per share for these years.

2004 2003
—EENF —EE=F
HK$ HK$

AT BT
2,655,048 -

RE R DK 2R IS A& i B &8
TZBERBERSEFRR BB E-

TR E AR BT THAR IR AR R FE AL s A F R
#17,657,1568F L (Z T T = F :
3,639,922/ L) FREERNEEITER
F% 0 #E F 15 B% #5 259,004,8000% (— 2 F
=4 :250,004,8000% ) 5+ & -

EREBFRFNGTERIZANFRFEN
S AEEE17,657,156/8 L (Z T =4
3,539,922/ 7T ) e I N INAE T 15 LB AR
A% 17 81 B 2£259,004,800/% (- T =4
250,004,800/%) B %7 E R ARG
HEERERBFHEB AR RFEFAL
BT ER R ITE AS,975,842/%
—ET =4:1,368,946/%) MEFHE
AREERETEIT

EEREERFE R_TTMNF+=
A=Z+—-BR-_ZEE=F+-_A=+—
BEERBET2ABRRERZRCFE
WEREAEEN RRARZKERHELF
EzEBRENEREELE-
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Group

Cost or valuation:
At beginning of year
Additions
Disposals and write off
Surplus on revaluation
Exchange realignment

At 31 December 2004

Analysis of cost or valuation:
At cost
At 31 December 2004
valuation

Accumulated depreciation:
At beginning of year
Provided during the year
Disposals and write off
Written back on revaluation
Exchange realignment

At 31 December 2004

Net book value:
At 31 December 2004

At 31 December 2003

Net book value held under
finance leases:
At 31 December 2004

At 31 December 2003

RAgfhfE
£
AE
iHE R
EftEH
EiXAE

R-BEMET-A=1-H

RAREEAT
BRAHE
B-ZTREFZA

St-REfE

2B1E:
)

ERERE
thE R
EfRD
EXAE

R-2BMET-A=1-H

REFE:
R-2BBET-A=1-H

RZZT=F+ZA=1-H
BEROTZ

BEFE:

R-BEMET-A=1-H

RZZT=FFZA=1-H

Leasehold
landand  Leasehold
buildings improvements
AELH HEY
REF E4:1)
HK$ HK$
BT BT
27,950,000 21,085,446
9,470,000 2,105,334
(1,100,056) (4,365,939
2,980,056 -
- 33,191
39,300,000 18,858,032
- 18,858,032
39,300,000 -
39,300,000 18,858,032
- 13567954
648,320 3,136,915
- (3,057,898)
(648,320) -
- 21,682
- 13,668,653
39,300,000 5,189,379
27,950,000 7,517,492

£

Furniture,

fixtures and

Plant and office
machinery  equipment
BR-£E

HE REAZE

Ed %f

HK$ HK$

A A
92,151,083 14,354,354
4,436,662 4,391,390
(983,350) (38,262)
51,303 38,762
95,655,698 18,746,244
95,655,698 18,746,244
95,655,698 18,746,244
64,706,667 9,971,369
7,357,530 2,487,406
(371,39) (21,353)
16,100 26,317
71,708,901 12,463,739
23,946,797 6,282,505
21,444,416 4,382,985
15,789,636 -
18,061,752 140,889

Motor
vehicles

ot
HK$
BT

2,858,217
313,346
(15,604)

3,155,939

3,155,939

3,195,939

2,557,294
172409
(12966)

2,716,737

439,202

300,923

Moulds

L
HK$
BT

34,518,789
13,935,415
(4,487,393)

31,066

43,997,877

43,997,877

43,997,877

21,661,669
8,027,825
(4,487,393)

20,677

25,222,778

18,775,099

12,857,120

Total

ag
HKS
BT

192,917,889
34,650,147

(10,990,624)
2,980,056
154,322

219,713,790

180,413,790

39,300,000

219,713,790

112,464,953
21,830,405
(7,951,006)

(648,320)
84,776

125,780,808

93,932,982

80,452,936

15,789,636

18,202,641
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31 December 2004

The Group’s leasehold land and buildings are held
under the following lease terms, with geographical
locations as follows:

REIFE A
®ihE

Medium term leases,
at valuation

At 31 December 2004, the Group’s leasehold land and
buildings situated in Hong Kong and certain of the
Group’s leasehold land situated in Mainland China with
a carrying value of $12,500,000 were revalued on an
open market, existing use basis by Chung, Chan &
Associates, a firm of independent professionally
qualified property valuers. The Group’s leasehold land
and buildings situated in Mainland China, except for
the leasehold land with a carrying value of
HK$12,500,000 as mentioned above, were revalued
using the depreciated replacement cost method by
the same firm of property valuers as at 31 December
2004.

Had the Group’s leasehold land and buildings been
carried at historical cost less accumulated depreciation
and impairment losses, their carrying amounts would
have been included in the financial statements at
approximately HK$36,659,434 (2003: HK$28,693,600).

Certain of the Group’s leasehold land and buildings
with a net book value of HK$21,500,000 (2003:
HK$22,450,000) were pledged to secure general
banking facilities granted to the Group (note 25 to the
financial statements).

AEBNEELHREFTATINELY
BE HMBuENAT:

PRC
REARHEM

Hong Mainland
Kong China Total
BB H b FCR
HK$ HK$ HK$
BT BT AT
9,500,000 29,800,000 39,300,000

REFBURESNEE L RIEF R HE
R R BREE 12,500,000 T2 FAE i 2 B
EHBYYEHEMNTETR _ZTTNE+
A=+ BAUARTERAKREARES
- MASEEMARPHEMEEANHEE TR
B BT EaBRMmE12,500,0008 T 2 HE
THAE-—MBIMEGEMR-_STNF
+Z A=+ —BUmESER AN EEMG-

WEHAELT W REFREEH UWERKKER
EEEHTEAE 2 REEY £36,659,4347 7T
(=T =4:28,693,600/ T ) °

ASENRULEEET W REFTEREFE
21,500,000/ 7L (= T & = 4 : 22,450,000/%
70) BRI TIRT RAREAKE 2 RITH
& (M # & HaE25) -
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Group

Cost:
At beginning of year
Additions
At 31 December 2004
Accumulated amortisation:
At beginning of year
Provided during the year
At 31 December 2004

Net book value:
At 31 December 2004

At 31 December 2003

1)
£

=

i

11

—EEME
+=A=t+-8
LT

F4

FRBH

Technical
know-how

B it A
HK$
B

1,239,647

1,239,647

1,157,005
82,642

1,239,647

82,642

£

Deferred
development
costs

B

BRAA

HK$

Er

5,000,000
4,350,000

9,350,000

895,833
2,741,667

3,637,500

5,712,500

4,104,167

Licences

fERE
HK$
BT

2,340,000

2,340,000

2,340,000

6,239,647
6,690,000

12,929,647

2,052,838
2,824,309

4,877,147

8,052,500

4,186,809
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Unlisted shares, at cost

Due from subsidiaries P EENCIRNE N
Provisions against amounts
due from subsidiaries M /B A AR RS

The amounts due from subsidiaries are unsecured,
interest-free and have no fixed terms of repayment.

FEEMRD EAAE

B

Y=
R

St R

7N
i

Company
AT
2004 2003
—FENF _—TT=F
HKS$ HK$
B BT
58,999,981 58,999,981
91,404,495 99,991,327
150,404,476 158,991,308

(11,018,779)

139,385,697

(11,018,779)

147,972,529

ARRBSEERER REFEBETE
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Particulars of the principal subsidiaries are as follows:

Company name

Place of
incorporation/
registration
and operations

Nominal value
of issued and
paid-up share/
registered capital

DAEH

Bistec Corporation Limited
EHEEXERAA

Cokeen Development Limited

BRERERAF

E-Dotcom Limited

Gaiki Silicone Products Limited
NEGUBEERERAR

Hideki Precision (BVI) Limited

Hideki Electronics Limited

BREFARLA

Hideki Electronics, Inc.

Hi-Tech (China) Investment
Limited
hE(PE) REERRA

BRTR
BRAL R BRERB/
REXHEY TMER
Hong Kong HK$2,000,000
B 2,000,000/ 7T
Hong Kong HK$10,000
R 10,000% 7T
Hong Kong HK$2
B 2B
Hong Kong HK$10,000
Bk 10,000% 7T
British Virgin Islands US$1
RERLES Y
Hong Kong HK$2,000,000
B 2,000,0007% 7T
United States of America US$100,000
(the “USA") 100,000% 1T
EJ5
Hong Kong HK$2,000,000
0 2,000,0007% 7T

Percentage of
equity interest
attributable to
the Company

TEBEES
A

100

100

100

100

100

100

100

100

TEMBRARFFEET:

Principal
activities

TRER

Investment holding

REZR

Property holding
and provision of
management
services

NERBR
REERRK

Investment holding

REZR

Manufacturing
of silicone rubber
products

HEERBER

Intellectual property
holding
MBERREA

Sale of consumer
electronic products
HEETHEmM

Distribution of consumer
electronic products
PHEFEEEM

Investment holding

RRRR
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Place of Nominal value Percentage of
incorporation/ of issued and equity interest
registration paid-up share/ attributable to Principal
Company name and operations registered capital the Company activities
BRTR
EMR L R BERG/ TEEES
ARER REXHEY E3UE-EN e £ TEXE
Hi-Tech Investment Holdings British Virgin Islands/ US$50,000 100 Investment holding
Limited Hong Kong 50,000% 7T REZK
ABRAHE /BB
Hi-Tech Polymer (China) Inc. Western Samoa/PRC US$1 100 Manufacturing
EREEERAA FEETE,/ (E of synthetic rubber
REARLEANE products
REAHBRBER
Hi-Tech Polymer Limited Hong Kong HK$10,000 100 Sale of synthetic
hREEBENERAA A 10,000% 7T rubber products
HEAHKRBER
Hi-Tech Precision Plastic Limited ~ Hong Kong HK$3,000,000 100 Sale of plastic
PRRREBERAR BA 3,000,000% ¢ products
HELBEM
Hi-Tech Property Holdings British Virgin Islands/ US$1 100 Property holding
Limited PRC EY VESR]
ERRLES/
PEARLNE
Hi-Tech Silicone Rubber Hong Kong HK$1,500,000 100 Sale of silicone
Manufactory Limited Bk 1,500,000 7 rubber products
PREXARAA HEERBEM
K & P Group (Holdings) Limited British Virgin Islands/ US$1,238,545 100 Investment holding
BE(BR)BRAA Hong Kong 1,238,545% T REER
RERAHS/
K. S. (China) Electronics Hong Kong HK$2 100 Investment holding
Manufactory Limited B 2B RERR

B (PE)ETHARAR
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Company name

DAEH

Mars Field Limited

Shenzhen Jiancheng Electronic
Co., Ltd. (“Shenzhen
Jiancheng”)

ANEHEFERAA
([RN%])

Technology Trends International
Limited

TQL Technology Limited
EHEFAERRAA

Webberton Investments Limited

FRPWEFERAT

Place of
incorporation/
registration
and operations

Emm YL
REXBHY

British Virgin Islands/
PRC

ERRLEE/
REARLNE

PRC
miE A RAEME

British Virgin Islands/
Hong Kong/Republic
of Singapore

ERRUEE/BE/
MK

Hong Kong
Bk

British Virgin Islands/
Hong Kong
ABRARE /B

PRC
miEA\RLME

Nominal value

of issued and
paid-up share/
registered capital
BRTR
BRRH/
TMER

US$1
X7

HK$12,000,000
12,000,000/ 7T

US$50,000
50,000% 7t

HK$7,000,000
7,000,0007% T

US$1

IE

US$1,800,000
1,800,000 7T

Percentage of
equity interest
attributable to
the Company

TEEES
A

100

100

100

100

100

Principal
activities

TRER

Manufacturing of
consumer electronic
products and
precision parts and
components

REBTHERR
BRTHM

Dormant

REXH

Sale of precision
parts and
components

HERTT M

Manufacturing and
sale of liquid
crystal displays

RERHE
BREBRE

Investment holding

REZR

Manufacturing of
precision parts and
components

RERTTHM
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Except for K & P Group (Holdings) Limited, all of the
above subsidiaries are indirectly held by the Company.

Shenzhen Jiancheng is registered as a co-operative joint
venture company under the laws of the People’s
Republic of China (the “PRC”). Pursuant to the co-
operative joint venture contract with the PRC joint venture
partner, the Group contributed all of the registered
capital of Shenzhen Jiancheng. The PRC joint venture
partner is entitled to certain monthly and annual fees
regardless of the amount of profit or loss made by
Shenzhen Jiancheng, and the Group is entitled to all of
the profits, and is liable for all of the losses, of Shenzhen
Jiancheng after payment of such fees to the PRC joint
venture partner. The initial term of the joint venture
expires on 25 January 2009 and can be extended with
the consent of the joint venture partners and the
approval of the relevant PRC government authority. On
expiry of the initial term of the joint venture, the joint
venture agreement provides that ownership of all of the
immovable assets of the joint venture will revert to the
PRC joint venture partner while other assets will initially
be used to settle the wages of all employees and all the
liabilities of Shenzhen Jiancheng. Any remaining balance
will be distributed to the Group.

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

28 (=) AR AR SN Bl A
ARBHHARRBEERFE -

RYIBI T EARAFIE ([H )
FERAMBEE LA -RELAFHELE
HZAEFEEEH AEBGRIIEW 2
BBEE AR K ] & - 2 i R Y| B A5 PR R 2
Mzl e ERHFEFAEETA
%&fﬁ%‘; ﬁﬁilﬁﬁﬁ%ﬁﬁ‘ﬁfﬂblA
BHZEERAKERTYIBHZ 2

mf/ 7/“;,57%}7*3/5#@/%?504\“@‘%@%

RZBENF-A 1+ HHAER EEE
BTRERBEATEEBHMER A TE
H-a&FHEmE FERRZHET
ﬁ?#ﬁfﬁ‘t"%fﬁ/\ SR AEBRZAE

HELEAREEREERZ TERFEY
BB RIE MERSEER DB TA
£H5-

EERABLERIEHTIERERFEER
BRBRAEBEEFEIERNH A
REAMBRA -EEWRBREEMIE
REINFAER S5 BATBR TR
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Share of net assets EHEEFE

Loan to an associate

The loan to the associate is unsecured, interest-free
and repayable within five years.

Particulars of the associate are as follows:

Place of
Business incorporation
Company name structure and operations
i Jo A
AR EH EBEE REXHH
YOUEAL TTI Limited Corporate Hong Kong
E—RNBRAA NG 3

The shareholding in the associate is held through a
wholly-owned subsidiary.

Financial information as extracted from the most recent

financial statements of the Group’s associate is set
out below:

Year ended 31 December 2004

Turnover S
Net loss attributable to A% R FE 1 B 1B

shareholders

ERT—BERT

Group
£8

2004 2003
—EEMEF —TT=F
HK$ HK$

B BT
21,506,422 24,401,113
4,797,000 -
26,303,422 24,401,113

ERXT-BEARAEEAR REKEK
HERFA-

BEATDEHNT

Nominal value
of issued and
paid-up share
BRIR
HEEE

US$10,000,000

10,000,000 7T

Percentage of
equity interest
attributable to
the Company
ARE R
BROERB DL

41

Principal
activities

FEER

Investment
holding
REER

REERANBREZEREZEE—HE2E
MEARRE-

Eigk B AL B E QR 2 RIHNY R
EHPEERMT

BE_FEEZMFEFT —_H="1+—HIFE

2004
—EBROF
HKS$

8T

101,785,035

14,946,193

7,505,424

10,573,426
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31 December 2004

Non-current assets
Current assets
Current liabilities
Non-current liabilities

Net assets

At cost:
Unlisted equity investments
Club membership

FRBEE
mMEBEE
mBaE
FRBEE

HEE

DN
FLEMERMNEKE

e

2004
—EENE
HK$
BT

51,950,746

63,764,917
(51,560,974)
(11,700,000)

—EFMFEFF+=—_H=+—H

2003
TEE=F
HK$
BT

45,883,564
26,813,654
(13,182,308)

52,454,689 59,514,910
Group
£8

2004 2003
—EEBME —EE=F
HK$ HK$

Er BT
2,500,000 2,808,450
680,000 600,000
3,180,000 3,408,450
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Raw materials JR %
Work in progress &M
Finished goods 2K

Less: Provisions for B SE T B R

slow-moving inventories

There were no inventories carried at net realisable

Group
£8

2004 2003
—EEMEF —TT=F
HK$ HK$
B BT
25,103,295 24,193,468
12,714,224 10,126,372
3,373,142 1,968,835
41,190,661 36,288,675
(488,749) (118,749)
40,701,912 36,169,926

REEBITEFENERFEINR(CF

value at the balance sheet date (2003: Nil). T=F | o
Group Company
58 AF
2004 2003 2004 2003
“ZEZME ZTT=F “EEIMF ZTT=F
HK$ HK$ HK$ HK$
B BT B BT
Prepayments BB 1,515,546 431,455 222,391 88,185
Deposits and ReERAEM
other receivables & W 5B 14,454,852 13,354,067 - =
15,970,398 13,785,522 222,391 88,185

The Group’s trading terms with its customers are largely
on credit. Invoices are normally payable within 60 days
of issuance, except for certain well-established
customers, where the terms are extended from 60 to
90 days. Each customer has a maximum credit limit.
The Group seeks to maintain strict control over its
outstanding receivables and has a credit control policy
to minimise credit risk. Overdue balances are regularly
reviewed by senior management.

EFEEGRT —REXRFFHBEARE
RER-—REZFEEANTRAXMN
BEREFAZAANTEATRERER.
BUEFPOBECEREE -SELHREERE
WRRIRE B EE G A EEBRARE
EERR- S RE IR E S EHE R E
=R
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An aged analysis of the trade and bills receivables as
at the balance sheet date, based on invoice date and
net of provisions, is as follows:

EHERNRUEBELREZERREZEHR
R BRI 2 R DTN T :

Group
&8
2004 2003
—EENEF —EET=F
HK$ HK$
#ET AT
Within 90 days N+EXA 64,691,297 40,749,619
Between 91 to 180 days nNt+t—z2—8BN+X 10,980,902 5,861,830
Over 180 days —BNTRHUE 3,347,809 2,444 504
79,020,008 49,055,953
Group Company

8 AT
2004 2003 2004 2003
—EENE —TT=F —ZENE ZET=F
HK$ HK$ HK$ HK$
V- BT B BT
Cash and bank balances BeMRITER 15,046,982 12,618,842 88,926 414,241
Time deposits THER 4,070,444 8,095,224 - =
19,117,426 20,714,066 88,926 414,241

At the balance sheet date, the cash and bank balances
of the Group denominated in Renminbi (“RMB”)
amounted to HK$2,497,832 (2003: HK$3,119,230). The
RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement,
Sale and Payment of Foreign Exchange Regulations,
the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign
exchange business.

REER AEEUARB (TARE])
EEZR® RIRTTHET /2,497,832 7T
—EE=4:3,119,230 ) - AREETR
BEEBABREMER HERES R AREIN
EEHERERBE ERNEERTE
REBEEEBERERLEINEEL 2
RITIHARB LI BINE-
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Current portion of bank loans

Current portion of finance
lease payables

Unsecured:
Bank loans

Secured:
Money market loan
Mortgage loans
Instalment loans
Other bank loans

Total interest-bearing bank loans
Portion due within one year,

classified as current liabilities
(note 24)

Long term portion

The bank borrowings are repayable:

Within one year or on demand

In the second year

In the third to fifth years,
inclusive

Group
58
2004 2003
—ETENEFE —EE=F
Notes HK$ HK$
B it BT BT
TERAREIBH 25 53,433,484 39,590,623
JENEEE R4
7 B &R 19 27 6,345,032 5,992,827
59,778,516 45,583,450
Group
58
2004 2003
—EENF —EE=F
HK$ HK$
BT BT
AR
RITER 30,085,824 21,917,261
aHEAE:
NEBMSANEREEENER 4,000,000 4,000,000
EBER 651,605 1,017,162
DHER 8,573,218 3,908,995
HAMRITE K 10,852,724 9,974,885
EEIRTERRASE 54,163,371 40,818,303
fE EIE 2 =61
SHEERBAEE
(Kt&t24) (53,433,484) | (39,590,623)
EHHH5 729,887 1,227,680
RITEFAR T EBEE:
—F Rk B R EF 53,433,484 39,590,623
F= i 729,887 960,558
F=FEFHF
(Wé%%ﬁﬁii{ﬁq) - 267,122
54,163,371 40,818,303
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The secured bank borrowings were secured by fixed
charges over the Group’s medium term leasehold land
and buildings with a net book value of HK$21,500,000
(2003: HK$22,450,000) and over bank deposits
amounting to HK$8,183,896 (2003: HK$8,238,270).

An aged analysis of the trade payables as at balance
sheet date, based on invoice date, is as follows:

Within 90 days A+ER
Between 91 to 180 days A+—RE-—BNTX
Over 180 days —BNATXMAUE

AEEBEBRITERDUAAER S H
ABRmIFE21,500,0008 T (ZE2E =
£ :22,450,0008 ) 2 FEAIHE T %
BF RIR1T1F5K8,183,8968 L (— =
=% :8,238,270/8 7T) AL

EREAEMNRBIEEZBHZKRED
MR

Group
£8

2004 2003
—EEMEF —EE=F
HK$ HK$

B BT
45,726,426 35,958,662
14,964,564 2,717,528
1,516,716 5,243
62,207,706 38,681,433
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The Group leases certain of its plant and machinery
and equipment for its businesses. These leases are
classified as finance leases and have remaining lease
terms ranging from one to three years.

At 31 December 2004, the total future minimum lease
payments under finance leases and their present

values were as follows:

Group

Amounts payable:
Within one year
In the second year

In the third to fifth years,

inclusive

Total minimum finance lease

payments

Future finance charges

Total net finance lease payables
Portion classified as current

liabilities (note 24)

Long term portion

3R
—FR
£-F
EZFZFRE
(BRERMEERN)

5

4

™

]

RO EEER

=

A

RRYBER
ENRERNBEER
—FRENZHN 28
ERBAE (Fit24)

=EABH

Minimum
lease
payments
BYHE
EA
2004
It 24 uf:3
HK$
BT

6,795,691
4,007,553

532,491

11,335,735

(590,075)

10,745,660

(6,345,032)

4,400,628

AEEEEREBORHRAETEE
AHBERE - HSROZ BBEOHN
F-E=FT%-

RZZZENF+_A=+—H REME
HOTHREARIEEERRERER

mT

Minimum
lease
payments
ROME
ER
2003
—EE=E
HK$

BT

6,511,235
4,553,523

1,062,577

12,127,335

(729,986)

11,397,349

(5,992,827)

5,404,522

Present value
of minimum
lease
payments
ESHE
ERNBESHE
2004
“EEME
HK$

B

6,345,032

3,874,911

525,717

10,745,660

Present value
of minimum
lease
payments
®OHE
BRAMESE
2003
—ET=F
HK$

BT

5,992,827

4,357,465

1,047,057

11,397,349
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Group Company
58 AF

2004 2003 2004 2003
—ZEME “ET-& —ZEME “EE-F
HK$ HK$ HK$ HK$
BT B BT BT
Accrued liabilities i &fE 10,052,447 11,072,923 113,111 124,777
Other payables Hfth B FE 18,555,857 | 14,126,675 22,277 5,850
28,608,304 = 25,199,598 135,388 130,627

The movement in deferred tax liabilities, which
comprised accelerated tax depreciation, during the
year is as follows:

FERZECHEABEEH S EIL NG
WEWMT:

Group
£

2004 2003

—EEMEF —EE=F

HK$ HK$

BT BT

At 1 January 2004 R-ZZEZETNFE—F—H 2,424,662 900,000
Deferred tax charged FARBHEENRZ
to the profit and loss account BRI (ffat11)

during the year (note 11) 1,186,819 1,524,662

At 31 December 2004 RZBZENFE+=—RAR=+—H 3,611,481 2,424,662

The Group has tax losses arising in Hong Kong of
HK$9,975,000 (2003: HK$9,673,000) that are available
indefinitely for offsetting against future taxable profits
of the companies in which the losses arose. Deferred
tax assets have not been recognised in respect of
these losses as they have arisen in subsidiaries that
have been loss-making for some time.

AEERNRBEREELAZHBEERR
9,975,000 7t (ZEZE =4 :9,673,000
BT FERPANNEHEELZSER
ZRBZAKERBEN - AR ZEEE
TRERER —REBZHBARIESE
B L RAEEREEHAEE-
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At 31 December 2004, there is no significant
unrecognised deferred tax liability (2003: Nil) for taxes
that would be payable on the unremitted earnings of
certain of the Group’s subsidiaries or associate as the
Group has no liability to additional tax should such
amounts be remitted.

There are no income tax consequences attaching to
the payment of dividends by the Company to its
shareholders.

Convertible loan notes AR E R EE

Fixed rate loan notes TEERER

Portion classified as current SEERBEED
liabilities B {9

RIZZEMF+-A=+—H BrEE
ZHBRE REE DR EN ZER RN
Bz BN MBEIMEMRBEENS L E
BAZABRZEERBEAR (ZFF=
FoE)

A2 B A B RO A5 2 B B 3 4 B o ()
FSiERe

Group and Company

e L VRN

2004 2003
—gEMmE - TT=F

HKS HK$

B BT

6,437,523 11,189,262
- 10,639,339

6,437,523 21,828,601
(6,437,523)  (10,639,339)

- 11,189,262
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Pursuant to the subscription agreements between the
Company and several independent investors (the
“Subscription Agreements”) dated 3 March 2003, the
Company issued to the investors convertible loan notes
with an aggregate principal amount of US$1,282,500
(equivalent to approximately HK$10,003,500). The
convertible loan notes bear interest at the rate of 2%
per annum, which is payable quarterly in arrears on
17 June, 17 September, 17 December, 17 March in
each year. The notes are convertible into ordinary
shares of the Company, at the option of the investors
at any time during the period commencing from the
date falling 24 months after the issue of the notes on
17 March 2003, up to and including the day
immediately prior to the maturity date of the convertible
notes, at an initial conversion price of HK$0.40 per
share (subject to adjustment). The maturity date of the
convertible loan notes will be on 16 June 2005. The
shares to be issued on any exercise of the conversion
rank pari passu in all respects with the Company’s
shares already in issue. Any outstanding convertible
loan notes will be redeemed at maturity by the
Company at 132.25% of the principal value.
Alternatively, they could be redeemed at the option of
the investors at any time on or after 17 March 2004 to
redeem part or all of the outstanding principal amount
in accordance with the following formula:

Redemption amount = HK$10,003,500 x 1.15 x
(1+0.15 x A/365)
where

A is the number of days elapsed from (and including)
17 March 2004 up to (but excluding) the relevant
redemption date

R-BE=F=A=0 AQFEHTIIB
VIRBEDRITLREHE ([REH
Z) B ZEREESRRERER
BHERERARRABIZASEE R
1,282,500 70 2 3F E M AT AR B KB IF
(FE R A#10,003,5005 7T ) & L 7]
RERZBRZFTEENERNE IR
FXA++tB-LAt+ER-+ZA++
AE=A+tBEEREFEELfF-HEETR
FR%0.408 7T (A] TIAFAR) 2 ¥4 K i
BHBEARRRZRG AREE@E A
BRERERRITEA_TT=F=A
+TtAZB# -+ HNEAZAEAERE
HREBERHA (BFEZAERN) L2
Me-ZEr R ERZENIBHEAT
TRFENATANB-BITERRENS
TTRIRR 0 1 %5 77 T #B B AN X | 3R BF 3 1T
B& 1 B9tz S5 R o A B ER B AN 2 RIS BAZR
©E132.25%ME B Al ¥ i B BRI - =k
EFOREENREE_TSTNF=A++
AskzBEBHRREHEASEIEZTIA
N

6 B © %8=10,008,500/% 7T x 1.15 x
(1+0.15 x A/365)

A BBH-_ZZEMEF=A+tH (8%
ER)EEMEDR (TEEEXR)
B H &
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Upon the request of the convertible loan notes
investors, the Company has redeemed part of the
convertible loan notes with an aggregate principal
amount of US$641,250 on 30 June 2004 at
HK$6,002,583. The Group has accrued premium on
redemption of the above convertible loan notes
amounting to HK$1,250,844 (2003: HK$1,185,762),
which was charged to the profit and loss account. At
the balance sheet date, the aggregate of convertible
loan notes and accrued premium on redemption
amounting to HK$6,437,523 (2003: HK$11,189,262)
was recorded as a current liability (2003: non-current
liability) in the balance sheet.

Pursuant to the Subscription Agreements, the Company
also issued fixed rate loan notes with an aggregate
principal amount of US$1,282,500 (equivalent to
approximately HK$10,003,500). The fixed rate loan
notes bore interest at the rate of 5% per annum, which
is payable quarterly in arrears on 17 June, 17
September, 17 December, 17 March in each year. The
notes were not convertible into ordinary shares in the
Company. The fixed rate loan notes were redeemable
at maturity by the Company at 115% of the principal
value. Alternatively, they could be early redeemed at
the option of the Company, at 108% of the principal
value, on 17 March 2004.

During the year, on 17 March 2004, the Company
exercised the option for early redemption of all issued
fixed rate loan notes with an aggregate principal
amount of US$1,282,500 at 108% at US$1,385,100
(equivalent to approximately HK$10,803,780).

The Group has accrued premium on redemption of the
above fixed rate loan notes amounting to HK$164,441
prior to the notes being redeemed (2003: HK$635,839),
which was charged to the profit and loss account.

B MBRERBRIEEEZRKE AAF
BEEZFTZTMNF ;XA =+ HBL6,002,583
BT (A& 54 £641,2503 7T) & B 56
MABRBRERER EAEBEREAFE
MERRPITATLREREBRERER
B A FEET34 81,250,844 T (— BT =
%:1,185,762870) -NEE R - A[ AR E
REE R EETE R & (B8 56,437,523
BT (ZEET=4:11,189,262/87T) * I
EREEBEXRTRHEE (ZET=
FERBEE) L

BIERER:E AQARRBRITALES
#1,282,500% 5t (M E RN KXY
10,003,500 7T) < EEEREHE-E B
EREBRRFESEFTERNE REFX
A++B - RA++tBE-+=ZA++tH-=
A++tBHEFEIM -ZEZRTAEHRK
AARZ EBRIMD - ARBREEHE
IAEL115%EREIE BERE KR sk E A
RZZEZEMFE= A+ EHUARE108%E
@o

REAZSZENME=A+LH AQFE
RATEEERN BOASBEA R
1,282,500 € L E#ITEEEREEUARN
%% 2 108%& @ - BN1,385,1003 7T (48
B K410,808,78078 It °

AEEERAFEMBIZRPTANLE
CEEBERERRNBERRNE HE
164,441 70 (Z T L = :635,8398 L) °
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Shares

Authorised:
900,000,000
(2003: 900,000,000)
shares of HK$0.10 each

Issued and fully paid:
265,504,800
(2003: 252,504,800)
shares of HK$0.10 each

During the year, on 10 Jul

rights attaching to 13,000,

exercised at the subscripti

share (note 32), resulting in the issue of 13,000,000

shares of HK$0.10 each for
of HK$2,080,000.

A summary of the transaction during the year with

I 13

EERRA
900,000,000/%
—Z T = £:900,000,0000% )
S EEOC. 10/ T

EBITRHERA:
265,504,8000%
—ZTE=4:252,504,8000%)
F I EE0.10/8 7T

y 2004, the subscription
000 share options were

on price of HK$0.16 per

a total cash consideration

Group and Company

EERAT
2004 2003
—ETWEF —TE=F
HK$ HK$
BT BT
90,000,000 90,000,000
26,550,480 25,250,480

reference to the above movement in the issued share N
capital of the Company is as follows:
Number Issued
of shares share capital
REA&E BITR B
HK$
BT
At 1 January 2003 —EE=%—-f—H 250,004,800 25,000,480
Share options exercised BT RERE 2,500,000 250,000
At 31 December 2003 and R-ZEZ=F+-_A=+—-HE
1 January 2004 —TTME-A—H 252,504,800 25,250,480
Share options exercised BT R E 13,000,000 1,300,000
At 31 December 2004 R-EENE
+ZHA=+-H 265,504,800 26,550,480

Share
premium
account
A7 E
HK$

#T

49,611,281
150,000

49,761,281
780,000

50,541,281

KER E_ZTEWOELA+AH-
13,000,000 A% 1 i, F &9 32 08 7 LA & AR
BIL0A6WITE (Ma£32)  LAEUAR &
A {&2,080,000/% JT % 17 13,000,000 -

PR EI{EO. 108 JTTHI AR SR

AAREETRARFANEHNHE R

Total
Ax
|=1"]

HK$
B

74,611,761
400,000

75,011,761
2,080,000

77,091,761
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Details of the Company’s share option scheme are
included in note 32 to the financial statements.

On 4 December 1996, the Company adopted a share
option scheme (the “Old Scheme”), which was the first
share option scheme of the Company, for the purpose
of providing incentives and rewards to eligible
participants who contribute to the success of the
Group’s operations. The Old Scheme was terminated
and replaced by a new share option scheme at the
annual general meeting of the Company held on 27
May 2002 (the “New Scheme”). Upon termination of
the Old Scheme, no further options can be granted
thereunder but in all other respects, the provisions of
the Old Scheme shall remain in force and any options
granted prior to such termination shall continue to be
valid and exercisable in accordance therewith.

The maximum number of unexercised share options
currently permitted to be granted under the Old
Scheme and the New Scheme must not in aggregate
exceed 30% of the shares of the Company in issue at
any time.

ARARZBREAEIZFE BENRAH
EREMFES2 -

R—AARF+T AN ARERA—
THBRER S ([EFE]) WA
Al — AR AT 8 B MR IR R &
BT HAERBEXRBRARIELERZE
ERSHEE-RARAN_ZTT_FHA-
TERAFRETBEBREEELN
— IR R RT B ([#r5t 8] ) BRAKe
EffglRtR BRAEBREATRLBR
- EBEMEEMBERT HABRET
B 2GRN MABRKLLAIER
2 A fr] i BCHE #8410 B 28 K P 9 a% it &)
BITE-

R 4% B 5t &I A0 A &I AT B AT M R R AT
BEEZEARARE TSR BAAA
REMBERREETENEO Z =1
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A summary of the share option schemes of the

Company is as follows:

Purpose

B #Y

Participants
2 A+

Old Scheme
Ecral

To provide incentives and
rewards to eligible participants
who contribute to the success of
the Group’s operations.
REAREBLENRBERZAE
2 SR R R

Full-time employees (including
executive directors) of the
Company or any of its
subsidiaries.
RABFEEMME LR Z 2 BE
8 BEMITES-

AARBIRE B ZBE:

New Scheme
a8l

To provide incentives and
rewards to eligible participants
for their contributions to the
Group and/or to enable the
Group to recruit and retain high-
calibre employees and attract
human resources that are
valuable to the Group and any
entity in which the Group holds
an equity interest (“Invested
Entity”).
RBBHAREEERZEALTHAK
SERELRZERR SABHAER
BERBERE®RES RRMERE
B ] AR E 5B AR AR
mZ A ([FRERA]) BEKRE
BEZANEBR-

(i) any employee (whether full-
time or part-time), executive
directors, non-executive
directors and independent
non-executive directors of
the Company, any of its
subsidiaries or any Invested
Entity;

() AREHAEAHBARSEE
AR E AR 2 EfAEE (Tl
REBEER) RITESF IF
WITESRBUIFNITES:
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Old Scheme New Scheme
Eta a8

(i) any supplier of goods or
services to any member of
the Group or any Invested
Entity; any customer of the
Group or any Invested
Entity; any person or entity
that provides research,
development or other
technological support to the
Group or any Invested
Entity; and

(i) MAREEEMABKE QA HEM
FIIRERAREEYHRBEZ
R ER N & B S PTR
BRABZEMZF MAEEL
ERIFFRE QAR F
FEMBEMEZERMALR
NCIRD S

(iii) any shareholder of any
member of the Group or any
Invested Entity or any holder
of any securities issued by
any member of the Group or
any Invested Entity.

(iiy AEKBEEMKE R R HAEMAT
RERE 2 EARR A EE
ERKE RAHEMARER
RIFTBTEMNBES 2 EMEE

Ao
Total number of ordinary Not applicable 22,500,480 ordinary shares and
shares available for issue T@EMA 8.47% of the issued share
and the percentage of the capital.

issued share capital that it 22,500,480/ & Ak K15 B BT
represents as at the date of IRZ28.47% °

the annual report

A FETHNERREEARE
RAFHRBAHPEESBITRED
Bt
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Maximum entitlement of
each participant
BRESEATAEREZ LR

Period within which the
securities must be taken up
under an option

RIAR 5 B AR P SRR L B AR IR 19
&) BA PR

Minimum period for which an
option must be held before
it can be exercised
BRETEZANERFENX
%2 HAMR

Amount
acceptance
EWEREANSE

payable on

Old Scheme
Eita

Shall not exceed 25% of the total
number of ordinary shares in
respect of the options that may
be granted in accordance with
the scheme.
NEHBARBARGTE TR LE 2B
IREBITEMETEBERRN A
H.225% °

An option may be exercised at
any time during the 3-year period
commencing on the expiry of six
months after the date on which
the option is accepted and
expiring on the last day of the 3-
year period or the tenth
anniversary of the date on which
the scheme is adopted by
resolution of the Company in a
general meeting, whichever is
earlier.
BRETNRERBEEMNE AR
HEREARRZ=FHARBRITE B
B RE=FHNKRRE B HZ
SRR AR RIBRER KNG B E 2R
BENTEFH URATEBLE

There is no minimum period for
which an option granted must be
held before it can be exercised.
BIRES BITEZ ATV ERFENR
%2 AR -

The offer of a grant of share
options may be accepted within
28 days from the date of the offer
with a consideration of HK$1.00
being payable by the grantee.
EERAFTREEERERSZ 2 B
ZTHNBR EXNEHERESRE
1.0078 iR Mo

New Scheme
a8

Shall not exceed 1% of the
issued share capital of the
Company in any 12-month
period.

EEAI2EAAR NMFEBBRRIFE
BAITIRAN Z21% ©

An option may be exercised at
any time during a period to be
determined and notified by the
directors to each grantee, but
shall end in any event not later
than 10 years from the date of
the grant of options subject to
the provisions for early
termination thereof.
BREAIREZMARAETIEANE S
AR A 2 B AR R TR
EEMBERLTTEERBEREER
RE B BARE AT 106 (ARIR & AT &l kR
REKIEBREEAIRI) -

There is no minimum period for
which an option granted must be
held before it can be exercised.
BRETETEZALAFTANR
72 HARR

The offer of a grant of share
options may be accepted within
28 days from the date of the offer
with a consideration of HK$1.00
being payable by the grantee.
AERAFTREEBRERS 2 B
ZtHNBRA EXNEHAERESRE
1.008 TR E MR-
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Period within which
payments/calls/loans must
be made/repaid

R 38 AN R B AR sk (8 &
REBREERNHR

Basis of determining the
exercise price
THEENETEE

The remaining life of the
scheme

=T &8 8 ) A U

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

Old Scheme
Eita

Not applicable.
@A

Determined by the directors
based on the higher of (i) 80%
of the average closing price of
the ordinary shares on the Stock
Exchange of the five trading days
immediately preceding the date
of the grant of options; and (ii)
the nominal value of shares.
BEEREBEUATIERSERT  ()ERK
BELBENLERZERBRMZ
BRI T E 280% : K (i)f% 1D
[EREE

The scheme was terminated on
27 May 2002, but the provision
of the scheme shall remain in
force until 3 December 2006.
FEER-_ZET-_FRAA=-TtH
WRIE-BHEZEXE_STRF+
ZA=ZHIEDAER-

New Scheme
a8

Not applicable.
@A

Determined by the directors but
shall not be less than the highest
of (i) the closing price of the
ordinary shares as stated in the
Stock Exchange’s daily quotation
sheet on the date of offer of grant
of options, which must be a
trading day; (ii) the average
closing price of the ordinary
shares as stated in the Stock
Exchange’s daily quotation
sheets for the five trading days
immediately preceding the date
of grant of options; and (iii) the
nominal value of shares.

HEBFRT ETEERTIF 2R
SEORORERER TERERZS
ER(EARSRH) ZWm(E (b
P HMEREERE) (iR
RHERTEREZZENEERS
Bz U mE (B AT H ®KR AT
BEAE) RRHDEE-

The scheme remains in force until
26 May 2012.
AEAMBHE=—TE—=—FRA=-F
NB Lk

BRESEALTZEEZAFHNK
ReLtRRzHEH=-
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The particulars in relation to each share option scheme
of the Company that are required under Rules 17.07
to 17.09 of Chapter 17 of the Listing Rules and SSAP
34 are disclosed as follows:

Number of share options
BREHA

At1  Exercised Lapsed  Cancelled At 31

Name or category January during during during  December
of participant 2004  theyear  theyear the year 2004
R-RRE
4827 it 3 U i i it T8
208 3] -A-8 R mAN REBE  =t-8
Directors £
Chan Yau Wah RrE 2,500,000 (2,500,000) - - -
Chung Yik Cheung,  EZ& 2,500,000 (2,500,000) - - -
Raymond

5000000 (5,000,000) - - -

Other employees ~ EftES
In aggregate At 8,000,000 (8,000,000) - - -

13,000,000 (13,000,000) - = -

BIE TR EI7EE17.07217.091%
ResrtERERE3ME BFHREZ AR
AT —BREEFBOT:

Date  Exercise
of grant period of
of share share
options*  options

Ri

BRE  BRE:

RE*  GFH

12-1-2001 12-7-2001 to
11-7-2004
12-1-2001  12-7-2001 to
11-7-2004

12-1-2001 12-7-2001 to
11-7-2004

Price of
Company’s shares **
AR R
Exercise
price At At exercise
of share  grant date date of
options**  of options options
BREz  RERE  RERE
fikE* RERY  fEAE
HK$ HK$ HK$
A B A
0.16 0.20 0.228
0.16 0.20 0.228
0.16 0.20 0.228
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* The vesting period of the share options is from the
date of the grant until the commencement of the
exercise period.

*k

The exercise price of the share options is subject
to adjustment in the case of rights or bonus issues,
or other similar changes in the Company’s share
capital.

“** The price of the Company'’s shares disclosed as at
the date of the grant of the share options is the
Stock Exchange closing price on the trading day
immediately prior to the date of the grant of the
options. The price of the Company’s shares
disclosed as at the date of the exercise of the
share options is the weighted average of the Stock
Exchange closing prices over all of the exercises
of options within the disclosure line.

There have been no options to subscribe for
ordinary shares in the Company being granted to
any eligible participants, including the directors
or their respective employees of the Company or
any of its subsidiaries under the New Scheme.

The 13,000,000 share options exercised during the year
resulted in the issue of 13,000,000 ordinary shares of
the Company and new share capital of HK$1,300,000
and share premium HK$780,000, as detailed in note
31 to the financial statements.

Subsequent to the balance sheet date, on 26 January
2005, a total of 2,500,000 share options were granted
to certain of employees of the Company in respect of
their services to the Group in the forthcoming year
with a consideration of HK$1.00 payable by each
grantee. These share options vest on 26 January 2005
and have an exercise price of HK$0.26 per share and
an exercise period from 1 April 2006 to 31 December
2012. The price of the Company’s shares at the date
of offer to grant was HK$0.26 per share.

Y BRERTREFNAHEARLE
Rt EEETRBAFHLE A -

o EIREANTTIR (B2 R E A& FTR
SRR AL R 27K 22 A1 IR AR A [A] 49
BEEmAE-

KR FRERER L B BT
RIELBRIER L ZE AT EZ A
EEBHEXZHE AR5 HH)
Yo (B - RIT I FE AR 1% A BT 1% 2%
ZEREIRINMNEIE BT
W B 1 % A B AT AT B R
BEZINEFIGE -

FAVESEERAT BREES K
NAIREAMKE AR ZIES RE
FTEITERBREZSUREARQNA
2 ERARo

4 513,000,00088 A% #E & 17 {F 3| B A
A B 1T 7 13,000,000 @ & &
1,300,000 7T #) % 78 } 780,0007% 7T 4
BADRE F BN B SRS -

REBEHRZ_ZFTAF—A_1+R~A"
& $£2,500,000%2 B 4 & LA KB 178 L%
FRUERNQBEENRMMPERNERX

FHORB - ELRREZFN_ZTTRF—
A+ ABERE 1TEEREFR0.26/E T
FIEHEAZZSERAFHNA—RE=
T——F+ZA=1T—H -RNETRRKRE
BEB - ARARMDERSRETR0.26MHE
I o
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The amounts of the Group’s reserves and the
movements therein for the current and prior years
are presented in the consolidated statement of
changes in equity on page 31 of the financial
statements.

The contributed surplus of the Group arose as a
result of the Group’s reorganisation and represents
the difference between the nominal value of the
share capital of the former holding company of
the Group, K & P Group (Holdings) Limited, prior
to the Group’s reorganisation in preparation for
the listing of the Company’s shares in 1996, over
the nominal value of the share capital of the
Company issued in exchange therefor, less the
amount capitalised to pay up the nil-paid shares
issued on the incorporation of the Company.

As detailed in note 3 to the financial statements,
on the adoption of SSAP 30, the Group applied
the transitional provision of SSAP 30 that permitted
goodwill in respect of acquisitions which occurred
prior to 1 January 2001, to remain eliminated
against consolidated reserves or credited to the
capital reserve.

Goodwill amounting to HK$11,924,221 arising on
the acquisition of subsidiaries in prior years, which
is stated at its cost, remains eliminated against
consolidated retained profits as explained in note
3 to the financial statements.

AERER EFEAREENFERE
PEHNMBREEI1H-

rEBZBARBREEEER T
BEER-ANANFREHLIRT
Befn £ 2 EARTAR B 2 5K
RERE (R BRARZBEAE
ERARR/RBZERD MELT
BRANTEE PRI % H 2 BUR B AL A B
R 2N X B) 2 R B SZ B P 85 1T R
BB 2 8o

MBS G M a3 B 7 AR
MTETEFEMNSIR A&E
RN T 2t BB ERIFI0HKZBE
R ZIREFR _TF—F— A
— BRI EE R BEE
e R EE o

BB T EE A 4218 11,924,221 7T
1 7R B A 35 MR BB i ) R B - R AR
BRI TSRS M FES o
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Share

premium

account

K EE

HK$

B

At 1 January 2003 RZZT=%4-H—H 49,611,281

Issue of shares Ei1kf 150,000
Warrant subscription reserve RREZDEGER
recognised as income upon HHRBRARMA

expiry of warrants =

Net profit for the year ZERER =

At 31 December 2003 RZZZ=F+-A=+-H

and at 1 January 2004 “ZTNFE-A—H 49,761,281

Issue of shares mﬂﬁ@ 780,000

et profit for the year ZEERA =

Proposed final dividend BEABRE =

At 31 December 2004 R-ZEMF+-A=t-H 50,541,281

The contributed surplus of the Company represents
the difference between the underlying consolidated net
assets of K & P Group (Holdings) Limited and its
subsidiaries at the date on which the Group’s
reorganisation became effective, referred to in
note 33(a), over the nominal value of the share capital
of the Company issued in exchange therefor, less the
amount capitalised to pay up the nil-paid shares issued
on the incorporation of the Company.

Under the Companies Act 1981 of Bermuda (as
amended), the Company may make distributions to its
members out of the contributed surplus in certain
circumstances.

Warrant
subscription
reserve
ARER
AERE
HK$

BT

1,389,475

(1,389,475)

AN/

Retained
profits/
Contributed (accumulated
surplus losses)
REER/
#res  (RHER)
HK$ HK$
B B
49,999,981 387,650
- 1,116,335
49,999,981 1,503,985
- 4,528,376
- (2,655,048)
49,999,981 3,377,313

A2 AN BBRIEERE (

Total

“E

HK$

BT
101,388,387
150,000

(1,389,475)
1,116,335

101,265,247

780,000

4,528,376

(2,655,048)

103,918,575

2R BRA

AREMNBRARNEBEEAERZBZ
HABEFESHEARRMEITUARIMR
ZARRAEREZE FEHBERP B R

HHM1EE33(a) ©

BEHRERMEARAE AR

Z MRS B R BT R BRI 2 B

BREARE-NAN—FREDE (KIEFT)
ZFFA ARB A ERLEER T RAA R

g

B AR A E PR CRAE DK
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During the year, the Group entered into finance lease
arrangements in respect of fixed assets with a total
capital value at the inception of the leases of
HK$8,060,697 (2003: HK$10,030,418).

Bills discounted with recourse
Guarantee of loan facilities
granted to subsidiaries

AEEFRNERETETEEMETNRE
AHZH PR 2EEBEREL A R
7 8,060,697 T (=T F = F -
10,030,418 7T °

Group Company
£8 AF
2004 2003 2004 2003
“EEME —TT=H —EEME —TT=F
HK$ HK$ HK$ HK$
B Er BT BT
BEREL @EIETTF 3,915,244 5,721,820 - =
Wit B2 Rz EREER

- - | 113,927,956 88,379,823
3,915,244 5,721,820 | 113,927,956 88,379,823

As at 31 December 2004, the bank facilities granted
to the subsidiaries subject to guarantees given to the
banks by the Company were utilised to the extent of
approximately HK$52 million (2003: HK$41 million).

RZEZENF+_A=+—HB ARQRAZ
WEBARERNBEARRMIFEITREZ
EXER2EBTERSEY EEAY

52,000,000% nx© ( = & & =
£ : 41,000,000 7T )
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The Group leases certain of its office properties and
factories under operating lease arrangements. Leases
for properties are negotiated for terms ranging from
one to three years.

At the balance sheet date, the Group had total future
minimum lease payments under non-cancellable
operating leases falling due as follows:

Within one year R—F K
In the second to fifth years, RE_Z2FRF
inclusive (BIEEEMSF)

At the balance sheet date, the Company did not have
any future minimum lease payments under non-
cancellable operating leases.

In addition to the operating lease commitments detailed
in note 36 above, the Group had the following
commitments at the balance sheet date:

Capital commitments contracted, EENEREE:
but not provided for: 1B 5 R AERE
Land and buildings HE T RIEF
Plant and machinery A 22

Investment in an associate

At the balance sheet date, the Company did not have
any significant capital commitments.

HEERR 2 RE

AEBRBEELEHORHERE THA
ENERBE - ZERNRATFHNF
1FEE3FTE

REER AEBREBETSEBUELEHED
ZARRKERNES AR TS AR
Elp -k

Group
£8

2004 2003
—EEMEF —EE=F
HK$ HK$

# T BT
488,813 362,618
608,643 -
1,097,456 362,618

REER AR E L EEARETEEIUH
REBHZARKEENER-

BRICBT FE36RT T 2 IR & H A A N H
REERA THIAE:

Group
£8

2004 2003
—EEMEF —TT=F
HK$ HK$
BT BT
- 4,650,000
- 109,275
- 3,198,000
- 7,957,275

EREER ARRLEEABEREARK
EHAAE-
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(a) Details of the Group’s loans to an associate are
included in note 18 to the financial statements.

(b) Certain of the Group’s banking facilities amounting
to HK$69,791,000 (2003: HK$47,000,000), of
which HK$30 million (2003: HK$22 million) had
been utilised as at the balance sheet date, were
secured by personal guarantees given by a
director of the Company. The director received
no consideration for providing these guarantees.

Subsequent to the balance sheet date, a party filed a
patent infringement claim and complaint with certain
authorities in the USA against the Company and certain
of its subsidiaries. The directors, based on the advice
from the Group’s legal counsel, believe that the Group
has a strong likelihood of success in defending all
claims asserted against the Group by such party and,
accordingly, have not provided for the claim in the
financial statements.

The financial statements were approved and authorised
for issue by the board of directors on 26 April 2005.
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