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Statement of compliance

The accounts have been prepared in accordance with Hong Kong Financial Reporting Standard (“‘HKFRS”)
accounting principles generally accepted in Hong Kong and comply with accounting standards issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”). The financial statements also comply with
the applicable disclosures provisions of the Rules Governing the Listing of Securities on the Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) and the disclosure requirements of the Hong Kong
Companies Ordinance.

The HKICPA has issued a number of new and revised HKFRSs which are effective for accounting periods
beginning on or after 1 January 2005. The Group has not early adopted these HKFRSs in the financial
statements for the year ended 31 March 2005. The Group has already commenced an assessment of the
impact of these HKFRSs but is not yet in a position to state whether these HKFRSs would have a significant
impact on its results of operations and financial position.

A summary of the principal accounting policies adopted by the Group is set out below.

Principal accounting policies

(a) Basis of preparation

The measurement basis used in the preparation of the financial statements is historical cost modified
by the revaluation of leasehold land and buildings.

(b) Consolidation

(i) The consolidated accounts include the accounts of the Company and its subsidiaries made up to
31 March. Subsidiaries are those entities which the Company, directly or indirectly controls more
than one half of the voting power; has the power to govern the financial and operating policies; to
appoint or remove the majority of the members of the board of directors; or to cast majority of votes
at the meetings of the board of directors.

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

All significant intercompany transactions and balances within the Group are eliminated
on consolidation.

The gain or loss on disposal of a subsidiary represents the difference between the proceeds of the
sale and the Group’s share of its net assets together with any unamortised goodwill or negative
goodwill or/negative goodwill taken to reserves and which was not previously charged or recognised
in the consolidated profit and loss account.

Minority interests represent the interests of outside shareholders in the operating results and net
assets of subsidiaries.

In the Company’s balance sheet, the investments in subsidiaries are stated at cost less provision
for impairment losses. The results of subsidiaries are accounted for by the Company on the basis
of dividends received and receivable.

(iiy Translation of foreign currencies

Transactions in foreign
currencies are translated at
exchange rates ruling at the
transaction dates. Monetary
assets and liabilities expressed
in foreign currencies at the
balance sheet date are
translated at rates of exchange
ruling at the balance sheet date.
Exchange differences arising in
these cases are dealt with in the
profit and loss account.

The balance sheets of
subsidiaries expressed in foreign
currencies are translated at the
rates of exchange ruling at the
balance sheet date whilst the
profit and loss account is
translated at an average rate.
Exchange differences are dealt
with as a movement in reserves.
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2. Principal accounting policies (cont'd)

(c) Fixed assets

U

(ii)

Leasehold land and buildings

Leasehold land and buildings are stated at valuation, being open market value for existing use at
the date of revaluation, less accumulated amortisation or depreciation and accumulated impairment
losses. Independent valuations are performed periodically. In the intervening years, the directors
review the carrying value of the leasehold land and buildings and adjustment is made where there
has been a material change. Increases in valuation are credited to the revaluation reserve. Decreases
in valuation are first offset against increases on earlier valuations in respect of the same property
and thereafter are debited to the operating loss. Any subsequent increases are credited to the
operating loss up to the amount previously debited.

Leasehold land is depreciated over the periods of the leases on a straight-line basis.

Buildings are depreciated on the straight-line basis over the unexpired periods of the leases or their
expected useful lives to the Group, whichever is shorter. The principal annual rate used for this
purpose is 2% per annum.

Other fixed assets

Other fixed assets are stated at cost less accumulated depreciation and accumulated impairment
losses. Cost represents the purchase price of the asset and other cost incurred to bring the asset
into its existing use. Other tangible fixed assets are depreciated to write off the cost less accumulated
impairment losses over their expected useful lives on the straight-line basis. The principal annual
rates used for this purpose are:

Leasehold improvements 20%

Furniture, fixtures and equipment 10% — 20%

Motor vehicles 20%

(d) Assets under leases

U

Finance leases

Leases that substantially transfer to the Group all the risks and rewards of ownership of assets are
accounted for as finance leases. Finance leases are capitalised at the inception of the leases at the
lower of the fair value of the leased assets or the present value of the minimum lease payments.
Each lease payment is allocated between the capital and finance charges so as to achieve a constant
rate on the capital balances outstanding. The corresponding rental obligations, net of finance charges,
are included in long-term liabilities. The finance charges are charged to the profit and loss account
over the lease periods.

Assets held under finance leases are depreciated over the shorter of their estimated useful lives or
the lease periods.

(e)

()

(9)

(ii) Operating leases

Leases where substantially all
the risks and rewards of
ownership of assets remain with
the lessor are accounted for as
operating leases. Payments
made under operating leases net
of any incentives received from
the lessor are charged to the
profit and loss account on a
straight-line basis over the
lease periods.

Inventories

Inventories represent trading stocks
and are stated at the lower of cost and
net realisable value. Cost represents
purchase price and is determined on
a weighted average basis. Net
realisable value is determined on the
basis of anticipated sales proceeds
less estimated selling expenses.

Accounts receivable

Provision is made against accounts
receivable to the extent which they
are considered to be doubtful.
Accounts receivable in the balance
sheet are stated net of such provision.

Cash and cash equivalents

For the purposes of the cash flow
statement, cash and cash equivalents
comprise cash on hand, deposits held
at call with banks and bank overdrafts.

E. Bon Holdings Limited
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2. Principal accounting policies (cont'd)

(h) Provisions

(0

)

Provisions are recognised when the Group has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources will be required to settle the obligation, and a
reliable estimate of the amount can be made. Where the Group expects a provision to be reimbursed,
for example under an insurance contract, the reimbursement is recognised as a separate asset but only
when the reimbursement is virtually certain.

Employee benefits
(i) Employee leave entitlements

Employee entitlements to annual leave are recognised when they accrue to employees. A provision
is made for the estimated liability for annual leave and long-service leave as a result of services
rendered by employees up to the balance sheet date.

Employee entitlements to sick leave and maternity leave are not recognised until the time of leave.
(i) Pension obligations

The Group contributes to a defined contribution scheme which is available to all relevant employees.
Contributions to the scheme by the Group and employees are calculated as a percentage of
employees’ basic salaries and are subject to a cap of monthly earnings of HK$20,000 and thereafter
contributions are voluntary. The retirement benefit scheme cost charged to the profit and loss
account represents contributions payable by the Group to the fund.

The assets of the scheme are held separately from those of the Group in the independently
administered fund.

Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past events and whose existence will only
be confirmed by the occurrence or non-occurrence of one or more uncertain future events not wholly
within the control of the Group. It can also be a present obligation arising from past events that is not
recognised because it is not probable that outflow of economic resources will be required or the amount
of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the notes to the accounts. When a change in
the probability of an outflow occurs so that outflow is probable, it will then be recognised as a provision.

(k) Deferred taxation

0]

Deferred taxation is provided in full,
using the liability method, on
temporary differences arising
between the tax bases of assets and
liabilities and their carrying amounts
in the accounts. Taxation rates
enacted or substantively enacted by
the balance sheet date are used to
determine deferred taxation.

Deferred tax assets are recognised
to the extent that it is probable that
future taxable profit will be available
against which the temporary
differences can be utilised.

Revenue recognition

(i) Revenue from the sale of goods
is recognised on the transfer of
ownership, which generally
coincides with the time of cash
receipt for retail sales or the time
when the goods are delivered to
customers and the title has
passed for credit sales, net of
returns and discounts given.

(i) Interestincome is recognised on
a time proportion basis, taking
into account the principal
amounts outstanding and the
interest rates applicable.
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Notes t o t he ARccounts
12. Fixed Assets
Group
Landand Land and (a) The leasehold land and buildings
buildings  buildings Furniture, were revalued by Vigers Hong Kong
under long under long Leasehold fixtures Limited, an independent firm of
leases in leases in improve- and Motor professional valuers, at 31 January
Hong Kong the PRC ments equipment vehicles Total 2000 on the basis of open market
(Note (b)) value. The revaluation surplus net of
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 applicable deferred income taxes was
credited to revaluation reserve in
GesitorvElaies shareholders’ equity (Note 20). The
At 1 April 2004 14,000 1,773 20,512 14,730 2,913 53,928 directors are of the opinion that there
Additions = = 4,042 197 72 4,311 was no material change in the
Disposals = = (4,789) (1,477) (1,312) (7,578) carrying value of the assets since the
date of the previous valuation. The
At 31 March 2005 14,000 1,773 19,765 13,450 1,673 50,661 carrying amount of the property would
have been approximately
Accumulated depreciation HK$3,631,000 (2004: HK$3,717,000)
At 1 April 2004 782 48 12,951 11,144 1,865 26,790 had they been stated at cost less
Charge for the year 195 36 2,913 1,877 303 5,324 accumulated depreciation and
Reclassification - - 1,395 (1,395) - - accumulated impairment losses.

Disposals B B (4,789) (1.477) (1,170) (7,436) (b) The directors have reviewed the
carrying value of the properties in the
At 31 March 2005 977 84 12,470 10,149 998 24,678 PRC as at 31 March 2005 and are of
the opinion that there was no material
bl difference between the cost of the
At 31 March 2005 13,023 1,689 7,295 3,301 675 25,983 property acquired by the Group
during the year and the carrying value

At 31 March 2004 13,218 1,725 7,561 3,586 1,048 27,183 of the asset as at 31 March 2005.
(c) At 31 March 2005, the cost less
The analysis of the cost or valuation of the above assets at 31 March 2005 is as follows: accumulated depreciation of fixed
assets held by the Group under
At cost - 1,773 19,765 13,450 1,673 36,661 finance leases amounted to
At 2000 professional approximately HK$571,000 (2004:

valuation (note a) 14,000 - - - - 14,000 HK$747,000).
14,000 1,773 19,765 13,450 1,673 50,661

E. Bon Holdings Limited
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21. Notes to Cash Flow Statement (contd)

(b) Analysis of changes in financing during the year

(c)

Obligations under
finance leases

2005 2004

HK$°000 HK$’000

Balance brought forward 634 880
Repayment of capital element of finance leases (254) (246)
Balance carried forward 380 634

Major non-cash transactions

The Group entered into finance lease arrangements in respect of fixed assets with total capital value at
the inception of the leases of HK$80,000. No finance leases were entered into by the Group last year.

22. Contingent Liabilities

(a)

In August 2001, a subsidiary of the Company (“the Subsidiary’) sued one of its customers (“the Defendant”)
for recovery of an amount of approximately HK$5,333,000 in respect of goods sold and delivered to the
Defendant. In September 2001, the Defendant filed a counter-claim in a sum of approximately
HK$6,148,000 against the Subsidiary for the alleged losses and damages as a result of the alleged
breach of the supply agreement entered into between the Defendant and the Subsidiary. The proceedings
are still in the pleadings stage and the directors of the Company, on the basis of independent legal
advice obtained, consider the Subsidiary has a good arguable case against the Defendant for the counter-
claim and accordingly no provision in respect of the amount of the counter-claim has been made in the
accounts of the Group.

As at 31 March 2005, the Company had guarantees given to certain banks for banking facilities utilised
by certain subsidiaries to the extent of approximately HK$18,200,000 (2004: HK$17,000,000).

Apart from the above, the Group and the Company had no material litigation or contingent liabilities as
at 31 March 2005 and up to the date of the approval of these accounts.
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