—EREEEHR
ANNUAL REPORT 2005

Lo
s i - f Yl

A SR RMEE Notes to the Consolidated Financial Staterments

HEZTTRAF+=A=1—HI5E For the year ended 3 1st December, 2005

—RER
RARBBEBEARE-NN—FREE
s TR REFMK I ZEHEE
RAw - HRDEESBEHERXZMER
A ([BRRFT]) £ o NARZ HELE
A& A A AFuture 2000 Limited * Jh—R 57
RBEAZBESEMKILZ AR - AQHA]
SRR K T B B A
FRES TS -

HEMBHRERILAET (TET)) 27 -
EARAZINEEEMER -

ARAT—RRAERAT - KHBA
AZEBEB RS WRERBDEER
AR - BMERRRETSRER
12 RIS -

REMBEBEREREE

RERZ R B HRERREBRE-TT
AFE+_A=+—HIE+=@EA M -
MiRe RARE « RERREBHRE
ReRemER kB B TR 28
EESBARE—_FTTNFNA—BE
—ETNFE+ - A=+—HzZN@EARH
M B A —ErEAHEMT 28
{ELLER o ZRPUF 2 bR G B IR FT
WMEZHETRT —EAZRRAR &
ERAECAEERBEERE ARKLTE
(PR EBEZEENBARZAEEH
g— HUBREEAERE A+ M
WEEASFZz+=-_A=+—H-

GENERAL

The Company is an exempted company with limited liability
incorporated in Bermuda under The Companies Act 1981 of Bermuda
(as amended). The shares of the Company are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). Its ultimate
holding company is Future 2000 Limited, a company incorporated in
the British Virgin Islands. The addresses of the registered office and
principal place of business of the Company are disclosed in the
introduction to the annual report.

The consolidated financial statements are presented in Hong Kong
dollars ("HK$"), which is the same as the functional currency of the
Company.

The Company is an investment holding company. The principal
activities of its subsidiaries are the distribution and trading of mobile
phones and related accessories, computer products and the
development of marketing and after-sales service network.

BASIS OF PREPARATION OF CONSOLIDATED
FINANCIAL STATEMENTS

The consolidated financial statements for the current period cover
the twelve-month period ended 31st December, 2005. The
corresponding comparative amounts shown for the consolidated
income statement, consolidated statement of changes in equity,
consolidated cash flow statement and related notes cover a nine-
month period from 1st April, 2004 to 31st December, 2004 and
therefore may not be comparable with amounts shown for the current
period. The period covered by the 2004 consolidated financial
statements was less than twelve months because the directors
determined to bring the balance sheet date in line with that of the
major subsidiaries operating in the People’s Republic of China (the
"PRC"), of which the year end date is set at 31st December each
year by the PRC regulation.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN ACCOUNTING
POLICIES

In the current year, the Group has applied, for the first time, a number
of new Hong Kong Financial Reporting Standards (“HKFRSs"), Hong
Kong Accounting Standards (“HKASs") and Interpretations (“INT")
(hereinafter collectively referred to as “new HKFRSs") issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA") that
are effective for accounting periods beginning on or after 1st January,
2005. The application of the new HKFRSs has resulted in a change
in the presentation of the consolidated income statement,
consolidated balance sheet and consolidated statement of changes
in equity. In particular, the presentation of minority interests has been
changed. The changes in presentation have been applied
retrospectively. The adoption of the new HKFRSs has resulted in
changes to the Group's accounting policies in the following areas
that have an effect on how the results for the current and/or prior
accounting years are prepared and presented:

Business Combinations

In the current year, the Group has applied HKFRS 3 “Business
Combinations” which is effective for business combinations for which
the agreement date is on or after 1st January, 2005. The principal
effects of the application of HKFRS 3 to the Group are summarised
below:

Goodwill

In previous years, goodwill arising on acquisitions prior to 1st January,
2001 was held in reserves, and goodwill arising on acquisitions after
Tst January, 2001 was capitalised and amortised over its estimated
useful life. The Group has applied the relevant transitional provisions
in HKFRS 3. Goodwill previously recognised in reserves of
HK$1,277,000 has been transferred to the Group's accumulated
profits on Tst January, 2005. With respect to goodwill previously
capitalised on the consolidated balance sheet, the Group on 1st
January, 2005 eliminated the carrying amount of the related
accumulated amortisation of HK$2,419,000 with a corresponding
decrease in the cost of goodwill (see note 18). The Group has
discontinued amortising such goodwill from Tst January, 2005
onwards and such goodwill will be tested for impairment at least
annually. Goodwill arising on acquisitions after 1st January, 2005 is
measured at cost less accumulated impairment losses (if any) after
initial recognition. As a result of this change in accounting policy, no
amortisation of goodwill has been charged in the current year.
Comparative figures for the period ended 3 1st December, 2004 have
not been restated.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN ACCOUNTING
POLICIES (Continued]

Share-based Payments

In the current year, the Group has applied HKFRS 2 “Share-based
Payment” which requires an expense to be recognised where the
Group buys goods or obtains services in exchange for shares or rights
over shares (“equity-settled transactions”), or in exchange for other
assets equivalent in value to a given number of shares or rights over
shares (“cash-settled transactions”). The principal impact of HKFRS 2
on the Group is in relation to the expensing of the fair value of share
options granted to directors and employees of the Group, determined
at the date of grant of the share options, over the vesting period. No
options have been granted before 1st January, 2005 and therefore
no prior period adjustment has been required. The Group has applied
HKFRS 2 to share options granted on or after 1st January, 2005.

Financial Instruments

In the current year, the Group has applied HKAS 32 “Financial
Instruments: Disclosure and Presentation” and HKAS 39 “Financial
Instruments: Recognition and Measurement”. HKAS 32 requires
retrospective application. HKAS 39, which is effective for annual
periods beginning on or after 1st January, 2005, generally does not
permit the recognition, derecognition or measurement of financial
assets and liabilities on a retrospective basis. The application of HKAS
32 has had no material impact on how financial instruments of the
Group are presented for current and prior accounting periods. The
principal effects resulting from the implementation of HKAS 39 are
summarised below:

Classification and measurement of financial assets and financial
liabilities

The Group has applied the relevant transitional provisions in HKAS
39 with respect to the classification and measurement of financial
assets and financial liabilities that are within the scope of HKAS 39.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN ACCOUNTING
POLICIES [Continued)

Financial Instruments (Continued]

By 31st December, 2004, the Group classified and measured its
equity securities in accordance with the benchmark treatment of
Statement of Standard Accounting Practice 24 (“SSAP 24"). Under
SSAP 24, investments in debt or equity securities are classified as
“investment securities”, “other investments” or “held-to-maturity
investments” as appropriate. “Investment securities” are carried at
cost less impairment losses (if any) while “other investments” are
measured at fair value, with unrealised gains or losses included in
profit or loss. Held-to-maturity investments are carried at amortised
cost less impairment losses (if any). From 1st January, 2005 onwards,
the Group has classified and measured its equity securities in
accordance with HKAS 39. Under HKAS 39, financial assets are
classified as “financial assets at fair value through profit or loss”,
“available-for-sale financial assets” “loans and receivables”, or “held-
to-maturity financial assets”. “Financial assets at fair value through
profit or loss” and “available-for-sale financial assets” are carried at
fair value, with changes in fair values recognised in profit or loss and
equity respectively. Available-for-sale equity investments that do not
have quoted market prices in an active market and whose fair value
cannot be reliably measured and derivatives that are linked to and
must be settled by delivery of such unquoted equity instruments are
measured at cost less impairment after initial recognition.

On Tst January, 2005, the Group classified and measured its equity
securities in accordance with the transitional provisions of HKAS 39
as available-for-sale financial assets. The application of HKAS 39 has
had no impact on results for the current year.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN ACCOUNTING
POLICIES (Continued]

Financial Instruments (Continued]

Financial assets and financial liabilities other than debt and equity
securities

From 1st January, 2005 onwards, the Group has classified and
measured its financial assets and financial liabilities other than debt
and equity securities in accordance with the requirements of HKAS
39. Financial assets under HKAS 39 are classified as “financial assets
at fair value through profit or loss", “available-for-sale financial assets’,
“loans and receivables” or "held-to-maturity financial assets”. Financial
liabilities are generally classified as “financial liabilities at fair value
through profit or loss” or “other financial liabilities”. Financial liabilities
at fair value through profit or loss are measured at fair value, with
changes in fair value being recognised in profit or loss directly. Other
financial liabilities are carried at amortised cost using the effective
interest method after initial recognition. The application of HKAS 39
has had no impact on results for the current year.

Investment Properties

In the current year, the Group has, for the first time, applied HKAS 40
“Investment Property”. The Group has elected to use the fair value
model to account for its investment properties which requires gains
or losses arising from changes in the fair value of investment properties
to be recognised directly in profit or loss for the year in which they
arise. In previous years, investment properties under the predecessor
standard were measured at open market values, with revaluation
surplus or deficits credited or charged to investment property
revaluation reserve unless the balance on this reserve was insufficient
to cover a revaluation decrease, in which case the excess of the
revaluation decrease over the balance on the investment property
revaluation reserve was charged to the consolidated income statement.
Where a decrease had previously been charged to the consolidated
income statement and a revaluation surplus subsequently arose, that
increase was credited to the consolidated income statement to the
extent of the decrease previously charged. The Group has applied
the relevant transitional provisions in HKAS 40 and elected to apply
HKAS 40 from 1st January, 2005 onwards. Because the Group did
not have any investment property revaluation reserve at 1st January,
2005, the adoption of HKAS 40 did not result in any transfer between
the reserve accounts.
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APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDS/CHANGES IN ACCOUNTING
POLICIES [Continued)

Deferred Taxes related to Investment Properties

In previous years, deferred tax consequences in respect of revalued
investment properties were assessed on the basis of the tax
consequence that would follow from recovery of the carrying amount
of the properties through sale in accordance with the predecessor
interpretation. In the current year, the Group has applied Hong Kong
(SIC) Interpretation 21 “Income Taxes - Recovery of Revalued Non-
Depreciable Assets” (“HK(SIC)-INT 21") which removes the
presumption that the carrying amount of investment properties is to
be recovered through sale. Therefore, the deferred tax consequences
of the investment properties are now assessed on the basis that
reflect the tax consequences that would follow from the manner in
which the Group expects to recover the property at each balance
sheet date. In the absence of any specific transitional provisions in
HK(SIC)-INT 21, this change in accounting policy has been applied
retrospectively. Adoption of HK(SIC)-INT 21 has had no material
impact on results for the current year and prior accounting periods.

SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES

The effect of changes in accounting policies described in note 3 above
on the Group's results are as follows:

1.1.2005 1.4.2004
Zto 2 to
31.12.2005 31.12.2004
FTERT FHET
HK$'000 HK$'000
TERE N Increase in administrative expense
— KRR AR — representing recognition of
RERI N 2EH share-based payment expense 758 -
TRERRD Decrease in administrative expenses
— KRB — representing a decrease in
BRRLD goodwill amortisation expense (639) -
119 —
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3A. BHBREEHCHERE (2 3A. SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES (Continued)
RoEEm&E+—A=+—AR—ZT The cumulative effects of the application of the new HKFRSs on 3 1st
FE— B — AN AHE B % RS &R December, 2004 and 1st January, 2005 are summarised below:

Z R EGAMT

R-ZZNF BEBME BAEH R-TRIF

+=A=+—H BEER  ERIE 3R —A-H
(R%) #E3HzHE a7 (231)
As at
31st December, As at
2004 1st January,
(originally Effect of Effect of 2005
stated) HKFRS 3 HKAS 39 (restated)
FAT FAT FHET FAET
HK$'000 HK$'000 HK$'000 HK$'000
BEBERER Balance sheet items
Clfsel= Available-for-sale
®E investments = = 2 2
Bt & Other investments 2 = ) =
HEEHRBEZ Total effects on assets
TERE and liabilities 2 - = 2
Bl GG Gooduwill reserve (1,277) 1277 - -
vl Accumulated profits 187,733 (1,277) - 186,456
Hikn o EEE Total effects on equity 186,456 - - 186,456
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HKAS 39 (Amendment)

FPERIFISR R EEW K RE

BB AR (BHEFT)
HKAS 39 & HKFRS 4 (Amendments)
BB E AR B 65%

HKFRS 6

BAMHHE BT
HKFRS 7
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4. APPLICATION OF HONG KONG FINANCIAL
REPORTING STANDARDOS

The Group has not early applied the following new standards,
amendments and interpretations that have been issued but are not
yet effective. The directors of the Company anticipate that the
application of these standards, amendments and interpretations will
have no material impact on the consolidated financial statements of
the Group.

BARKE
Capital disclosures'
BE W REE - KBS R HER?
Actuarial gains and losses, group plans and disclosures?
SN TG F A2
Net investment in a foreign operation?
BRASERRZ 2B REL PG I
Cash flow hedge accounting of forecast intragroup transactions?
NHEE R
The fair value option?

FATSHER B 402

Financial guarantee contracts?

EEE < FER R AT %2

Exploration for and evaluation of mineral resources?

MBI H : K&

Financial instruments: Disclosures!

BETRHRLReEE?

Determining whether an arrangement contains a lease?

R MERRBEEESEEER 2N

Rights to interests arising from decommissioning, restoration and environmental
rehabilitation funds?

Z2ERBEMS - BRESLRENRBMELZEE

Liabilities arising from participating in a specific market — waste electrical and
electronic equipment?

ERAR S ERIE29% RIEBEWREBEMBRE] < EHE

Applying the restatement approach under HKAS 29 Financial Reporting in
Hyperinflationary Economies*

BBWHRELERNF 25 2 SEP
Scope of HKFRS 2°

! Effective for annual periods beginning on or after 1st January, 2007.

2 Effective for annual periods beginning on or after 1st January, 2006.

3 Effective for annual periods beginning on or after 1st December, 2005.
4 Effective for annual periods beginning on or after 1st March, 2006.

5 Effective for annual periods beginning on or after 1st May, 2006.
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5.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared under
the historical cost convention, except for investment property and
certain financial instruments, which are measured at fair values, as
explained in the accounting policies set out below.

The consolidated financial statements have been prepared in
accordance with HKFRSs. In addition, the consolidated financial
statements include applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock Exchange and by the
Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries.

The results of subsidiaries acquired or disposed of during the year/
period are included in the consolidated income statement from the
effective date of acquisition or up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with those
used by other members of the Group.

All intra-group transactions, balances, income and expenses are
eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are
presented separately from the Group's equity therein. Minority interests
in the net assets consist of the amount of those interests at the date
of the original business combination and the minority's share of
changes in equity since the date of the combination. Losses applicable
to the minority in excess of the minority's interest in the subsidiary's
equity are allocated against the interests of the Group except to the
extent that the minority has a binding obligation and is able to make
an additional investment to cover the losses.
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5.

SIGNIFICANT ACCOUNTING POLICIES (Continued)]

Goodwill

Goodwill arising on acquisitions prior to 1st January, 2005

Goodwill arising on an acquisition of a subsidiary for which the
agreement date is before 1st January, 2005 represents the excess of
the cost of acquisition over the Group's interest in the fair value of
the identifiable assets and liabilities of the relevant subsidiary at the
date of acquisition.

For previously capitalised goodwill arising on acquisitions after 1st
January, 2001, the Group has discontinued amortisation from 1st
January, 2005 onwards, and such gooduwill is tested for impairment
annually, and whenever there is an indication that the cash generating
unit to which the goodwill relates may be impaired (see the accounting
policy below).

Goodwill arising on acquisitions on or after Ist January, 2005

Goodwill arising on an acquisition of a subsidiary for which the
agreement date is on or after 1st January, 2005 represents the excess
of the cost of acquisition over the Group's interest in the fair value of
the identifiable assets, liabilities and contingent liabilities of the relevant
subsidiary at the date of acquisition. Such goodwill is carried at cost
less any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a subsidiary is
presented separately in the consolidated balance sheet.

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating units,
or groups of cash-generating units, that are expected to benefit from
the synergies of the acquisition. A cash-generating unit to which
goodwill has been allocated is tested for impairment annually, and
whenever there is an indication that the unit may be impaired. For
goodwill arising on an acquisition in a financial year, the cash-generating
unit to which goodwill has been allocated is tested for impairment
before the end of that financial year. When the recoverable amount
of the cash-generating unit is less than the carrying amount of the
unit, the impairment loss is allocated to reduce the carrying amount
of any goodwill allocated to the unit first, and then to the other assets
of the unit pro rata on the basis of the carrying amount of each asset
in the unit. Any impairment loss for goodwill is recognised directly in
the consolidated income statement. An impairment loss for goodwill
is not reversed in subsequent periods.
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5.

SIGNIFICANT ACCOUNTING POLICIES [Contirmed]
Goodwill [Continued]

Goodwill arising on acquisitions on or after 1st January, 2005
(Continued)

On subsequent disposal of a subsidiary, the attributable amount of
goodwill capitalised is included in the determination of the amount
of profit or loss on disposal.

Revenue recognition

Sales of goods are recognised when goods are delivered and title
has been passed.

Rental income from investment property under operating leases is
recognised on a straight line basis over the term of the relevant lease.

Interest income from a financial asset is accrued on a time basis, by
reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial asset to
that asset's net carrying amount.

Plant and equipment

Plant and equipment are stated at cost less subsequent accumulated
depreciation and impairment losses.

Depreciation is provided to write off the cost of items of plant and
equipment over their estimated useful lives and after taking into
account of their estimated residual value, using the straight line
method.

Assets held under finance leases are depreciated over their estimated
useful lives on the same basis as owned assets or, where shorter, the
term of the relevant lease.

An item of plant and equipment is derecognised upon disposal or
when no future economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included in the
consolidated income statement in the year in which the item is
derecognised.
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5.

SIGNIFICANT ACCOUNTING POLICIES (Continued)]

Investment properties

On initial recognition, investment properties are measured at cost,
including any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured using the fair value
model. Gains or losses arising from changes in the fair value of
investment property are included in profit or loss for the period in
which they arise.

Impairment (other than goodwill, see the accounting
policy in respect of goodwill above)

At each balance sheet date, the Group reviews the carrying amounts
of its assets to determine whether there is any indication that those
assets have suffered an impairment loss. If the recoverable amount
of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount
of the asset is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does not exceed
the carrying amount that would have been determined had no
impairment loss been recognised for the asset in prior years. A reversal
of an impairment loss is recognised as income immediately.

Inventories

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

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to
the lessee. All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in the consolidated
income statement on a straight line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased asset
and recognised as an expense on a straight line basis over the lease
term.
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5.

SIGNIFICANT ACCOUNTING POLICIES (Continued]

Leasing (Continued]

The Group as lessee

Assets held under finance leases are recognised as assets of the
Group at their fair value at the inception of the lease or, if lower, at
the present value of the minimum lease payments. Lease payments
are apportioned between finance charges and reduction of the lease
obligation so as to achieve a constant rate of interest on the remaining
balance of the liability. Finance charges are charged directly to profit
or loss.

Rentals payable under operating leases are charged to profit or loss
on a straight line basis over the term of the relevant lease. Benefits
received and receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental expense over the lease
term on a straight line basis.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in its functional currency (i.e.
the currency of the primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the dates of the
transactions. At each balance sheet date, monetary items denominated
in foreign currencies are retranslated at the rates prevailing on the
balance sheet date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit or
loss in the period in which they arise, except for exchange differences
arising on a monetary item that forms part of the Group’s net
investment in a foreign operation, in which case, such exchange
differences are recognised in equity in the consolidated financial
statements. Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit or loss for
the period except for differences arising on the retranslation of non-
monetary items in respect of which gains and losses are recognised
directly in equity, in which cases, the exchange differences are also
recognised directly in equity.
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5.

SIGNIFICANT ACCOUNTING POLICIES (Continued]

Foreign currencies [Continued]

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group's foreign operations are translated
into the presentation currency of the Company (i.e. Hong Kong dollars)
at the rate of exchange prevailing at the balance sheet date, and their
income and expenses are translated at the average exchange rates
for the year, unless exchange rates fluctuate significantly during the
period, in which case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if any, are
recognised as a separate component of equity (the translation
reserve). Such exchange differences are recognised in profit or loss
in the period in which the foreign operation is disposed of.

Taxation

Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year/
period. Taxable profit differs from profit as reported in the consolidated
income statement because it excludes items of income or expense
that are taxable or deductible in other years/periods and it further
excludes items that are never taxable or deductible. The Group's
liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the balance sheet date.

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the computation
of taxable profit, and is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally recognised for all taxable
temporary differences, and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available against
which deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference arises
from goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences
arising on investments in subsidiaries, except where the Group is
able to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the
foreseeable future.
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5.

SIGNIFICANT ACCOUNTING POLICIES (Continued)]

Taxation [Continued]

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

Deferred tax is calculated at the tax rates that are expected to apply in
the period when the liability is settled or the asset is realised. Deferred
tax is charged or credited to the consolidated income statement,
except when it relates to items charged or credited directly to equity,
in which case the deferred tax is also dealt with in equity.

Club memberships

Club memberships with indefinite life are carried at cost less any
subsequent accumulated impairment losses.

Club memberships are tested for impairment annually by comparing
their carrying amounts with their recoverable amounts, irrespective
of whether there is any indication that they may impaired. If the
recoverable amount of club memberships is estimated to be less
than its carrying amount, the carrying amount of the club memberships
is reduced to its recoverable amount. An impairment loss is recognised
as an expense immediately.

When an impairment loss subsequently reverses, the carrying amount
of club memberships is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined
had no impairment loss been recognised for that club memberships
in prior years.

Retirement benefit costs
Payments to defined contribution retirement benefit scheme and

state-managed retirement benefit scheme are charged as expenses
as they fall due.
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5.

SIGNIFICANT ACCOUNTING POLICIES (Continued)]

Financial instruments

Financial assets and financial liabilities are recognised on the
consolidated balance sheet when a group entity becomes a party to
the contractual provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair value. Transaction costs
that are directly attributable to the acquisition or issue of financial
assets and financial liabilities (other than financial assets and financial
liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition.

Financial assets

The Group's financial assets are classified into one of the two
categories, including loans and receivables and available-for-sale
financial assets. The accounting policies adopted in respect of each
category of financial assets are set out below.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market. At
each balance sheet date subsequent to initial recognition, loans and
receivables (including trade and other receivables) are carried at
amortised cost using the effective interest method, less any identified
impairment losses. An impairment loss is recognised in profit or loss
when there is objective evidence that the asset is impaired, and is
measured as the difference between the asset's carrying amount
and the present value of the estimated future cash flows discounted
at the original effective interest rate. Impairment losses are reversed
in subsequent periods when an increase in the asset's recoverable
amount can be related objectively to an event occurring after the
impairment was recognised, subject to a restriction that the carrying
amount of the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the impairment
not been recognised.
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5.

SIGNIFICANT ACCOUNTING POLICIES (Continued)]

Financial assets (Continued]

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated or not classified as loans and receivables, held-to-maturity
financial assets or financial assets at fair value through profit or loss
categories. At each balance sheet date subsequent to initial recognition,
available-for-sale financial assets are measured at fair value. Changes
in fair value are recognised in equity, until the financial asset is disposed
of or is determined to be impaired, at which time, the cumulative
gain or loss previously recognised in equity is removed from equity
and recognised in profit or loss. Any impairment losses on available-
for-sale financial assets are recognised in profit or loss. Impairment
losses on available-for-sale equity investments will not reverse through
profit or loss in subsequent periods. For available-for-sale debt
investments, impairment losses are subsequently reversed if an
increase in the fair value of the investment can be objectively related
to an event occurring after the recognition of the impairment loss.

For available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot be
reliably measured and derivatives that are linked to and must be
settled by delivery of such unquoted equity instruments, they are
measured at cost less any identified impairment losses at each balance
sheet date subsequent to initial recognition. An impairment loss is
recognised in profit or loss when there is objective evidence that the
asset is impaired. The amount of the impairment loss is measured as
the difference between the carrying amount of the asset and the
present value of the estimated future cash flows discounted at the
current market rate of return for a similar financial asset. Such
impairment losses will not reverse in subsequent periods.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual interest
in the assets of the group after deducting all of its liabilities. The
accounting policies adopted in respect of financial liabilities and equity
instruments are set out below.
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5.

SIGNIFICANT ACCOUNTING POLICIES [Contirued]

Financial liabilities and equity (Lontinued]

Financial liabilities

Financial liabilities including trade and other payables, bills payables
and bank borrowings are subsequently measured at amortised cost,
using the effective interest rate method.

Equity instruments
Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Equity-settled share-based payment transactions

The fair value of services received determined by reference to the
fair value of share options granted at the grant date is recognised as
an expense in full at the grant date when the share options granted
vest immediately, with a corresponding increase in equity (share option
reserve).

At the time when the share options are exercised, the amount
previously recognised in share option reserve will be transferred to
capital reserve. When the share options are forfeited or are still not
exercised at the expiry date, the amount previously recognised in
share option reserve will be transferred to accumulated profits.

KEY SOURCES OF ESTIMATION UNCERTAINTY

The key assumptions concerning the future, and other key sources of
estimation uncertainty at the balance sheet date, that have a significant
risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are discussed below.

Impairment loss on trade and other receivables

The provision policy for doubtful debts of the Group is based on the
ongoing evaluation of collectability and aging analysis of the
outstanding receivables and on management's judgement. A
considerable amount of judgement is required in assessing the
ultimate realisation of these receivables, including creditworthiness
and the past collection history of each customer. If the financial
conditions of customers of the Group were to deteriorate, resulting
in an impairment of their ability to make payments, additional
allowances may be required.
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FREESE
FETRERKRANS A I FHE 2 8K
ELE - RATIAFEAFZLERERE 7
BHFE—RATS LRUBEMAARZ
EE - ARERFEFEKRF - LHH
MmIH M RERMm - M AREHRBDTF
SHBZHEENEREE  AIAKE
AHEFEEEZ 2R KERE B ERE
RIEE

MEEREE R BR

AEEZ T2UBITARERITEE
FE W E 5 ARk e EAt FE MR R ~ TR &
SR N B AR - BN RIE MR
1THEER - WL ERITE T AF BN/ T
RIREE o T XEFI B SR % T A AR
Z B KA AR Rt F R 2 R o &
BEEeEELEEZTRR - ARERN
iy SR U IR BUE E 1 4 ©

b6.

KEY SOURCES OF ESTIMATION UNCERTAINTY
[Continued)]

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation of
the value in use of the cash-generating units to which goodwill has
been allocated. The value in use calculation requires the Group to
estimate the future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to calculate the
present value. Where the actual cash flows are less than expected, a
material impairment loss may arise. As at 31st December, 2005, the
carrying amount of goodwill is approximately HK$4,910,000. Details
of the recoverable amount calculation are set out in note 18.

Inventory valuation method

Inventory is valued at the lower of the actual cost or net realisable
value. Cost is determined using the first-in, first-out method. Net
realisable value is generally the merchandise selling price quoted
from the market of similar items. The Group reviews its inventory
levels in order to identify slow-moving and obsolete merchandise,
where the Group identified items of inventory have a market price is
lower than its carrying amount, the Group estimates the amount of
inventory loss and recognises the loss in profit or loss immediately.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group's major financial instruments include bank borrowings,
trade and other receivables, trade and other payables, bills payables
and bank balances. Detalils of these financial instruments are disclosed
in respective notes. The risks associated with these financial
instruments and the policies on how to mitigate these risks are set
out below. The management manages and monitors these exposures
to ensure appropriate measures are implemented on a timely and
effective manner.
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7.

MERBREEENRBEK (&

EERE
WREEFTR_EERAF+_A=1+—
BARBEEBITIRE 2 AL » BIARSEEK
RZEANEERBANGEEEARBR
BB 2 FEYCE BR 30 2 Eo At FE YR BR 3 2 BR
HE R-ZEERF+-_A=+—8"
FAEWE ZERFE R E Z R EE
(BIBREE) £945% - BT IREERR
RERE  AEEEEEENSAER
W5 B E R EWE 5 BR 5K 2 AT Bl &
B DRERBE AT D S BEE T B 500
EEE - BtME ' ARAEERALR
B EERBERERE -

HRR 5778 SEBERFEER D
BIEEFRCRT  ARBERZE
ERBEER -

1 22 L B

AEBZ RS RENEER LT B RIT
fEsx (FfE30) B RE - A& 2 X FEF
REBEEBEMRITENFHERE -
AER IR B X SR SRR o AT
EEESERNERAR  IERRE
TR BN R EBEITE -

22 . B3

AREBETBEPBREEER - MASD
RHUARE (TARBD FHEREE -
ARBFAAEREBEREMESR - M
HARE LA EMERAT B
P AR 2 SNEE BZ 12 A5 I S R I Il 40 - #R
RAEETBEANZINER S ALE
ERREEYEERNZINERR - E=
REBEERBER  YEBNAFERE
BT T A EREE) ©

7.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued]

Credit risk

The Group's maximum exposure to credit risk in the event of the
counterparties failure to perform their obligations as at 3 1st December,
2005 is the carrying amount of trade and other receivables as stated
in the consolidated balance sheet. As at 31st December, 2005, the
five largest trade receivables accounted for approximately 45% of
total trade receivables (net of allowance). In order to minimise the
credit risk, the management of the Group reviews the recoverable
amount of each individual trade receivable at each balance sheet
date to ensure that adequate impairment losses are made for
irecoverable amounts. In this regard, the directors of the Company
consider that the Group's credit risk is significantly reduced.

The credit risk on liquid funds is limited because the counterparties
are banks with high credit-ratings assigned by international credit-
rating agencies.

Interest rate risk

The Group's cash flow interest rate risk relates to variable-rate bank
borrowings (note 30). The Group's fair value interest rate risk relates
primarily to fixed-rate short-term bank deposits. The Group currently
does not have an interest rate hedging policy. However, the
management monitors interest rate exposure and will consider
hedging significant interest rate exposure should the need arise.

Foreign exchange risk

The Group mainly operates in the PRC with most of the transactions
denominated and settled in Renminbi (“RMB"). RMB is not freely
convertible into other currencies and conversion of RMB into other
currencies is subject to rules and regulations of foreign exchange
control promulgated by the PRC government. Because the Group
does not have material foreign currency transactions, the directors
consider it has no material foreign exchange risk. The directors will
continue to monitor the condition and consider any hedging activities
should the need arise.
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8. Hfukz 8. OTHER INCOME
Hit s Bmg—KMB AR 2 EAK Other income include a PRC tax refund on capital reinvestment in a
BRO 2 HEBIE - REEWHEE R subsidiary. Pursuant to an approval by local tax authority, a subsidiary
BH X AAR—RWEAFIBE of the Company received a benefit of approximately HK$5,401,000
R—KHBA Rz BIREMER—ER (equivalent to approximately RMB5,725,000) (2004: Nil) in respect
2495,401,00087T (KEERARE of its reinvestment made in a subsidiary. The benefit is calculated
5,725,0007T) Z Mz (ZZETWEF - with reference to certain percentage of the tax paid by the subsidiary.

) o ZBENRTI2RZNB R BPELT
MBEZETEDLEE

9. MERE 9. FINANCE COSTS
1.1.2005 1.4.2004
Zto £ to
31.12.2005 31.12.2004
TR FHET
HK$'000 HK$'000
MEEE - Interests on:
BERAFNEREEZ Bank borrowings wholly
RITIEE repayable within five years 22,073 12,768
BMEBROES Obligations under finance leases 27 20
22,100 12,788
10. FRieMR3H 10. INCOME TAX EXPENSE
1.1.2005  1.4.2004
Zto £to
31.12.2005 31.12.2004
TR FHET
HK$'000 HK$'000
XIHEE The charge comprises:
ANEATIA Current tax:
RIBFE BRI A ERBUR T Hong Kong Profits Tax calculated at 17.5%
BHE 1750 (ZEZWNFMHA (1.4.2004 to 31.12.2004: 17.5%) on the
—BE_EZEWFF+_A=+— estimated assessable profit for
H :17.5%) st&E 2 BBFNEH the year/period 590 242
B FATIS T PRC Enterprise Income Tax 4,599 8,847
5,189 9,089
RIERIE (AfaE32) Deferred tax (note 32) (1,052) -
4,137 9,089
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10. PRSI (& 10. INCOME TAX EXPENSE [Continuerd)

R SHRIEAR R AR B L5
SRERTEKI B ARRE (L8)
BRESERAR ((RELE]) M LEE
ERBERESERAR ([ LEERE]Z
JERBURM 2 BB H - RE LB R E
BERHEARTE LB SBRTE
XL A B2 15%BEF B ESHNR

T_'_(o

REE,HE 2 BIREG S IRARE Z
BREL A G AL ERANTS

PRC Enterprise Income Tax represents taxation charge on the
assessable profits of the Company’s subsidiaries, Fortune (Shanghai)
International Trading Co., Ltd. (“Fortune Shanghai”) and /&= 5=
BRE S HR AR (“Shanghai Yuanjia”), established in Shanghai
Waigaogiao Free Trade Zone, the PRC. Fortune Shanghai and Shanghai
Yuanjia are entitled to a preferential PRC Enterprise Income Tax rate
of 15% which is granted to companies established in Shanghai
Waigaogiao Free Trade Zone.

The charge for the year/period can be reconciled to the profit before
taxation per the consolidated income statement as follows:

1.1.2005 1.4.2004
Zto £to
31.12.2005 31.12.2004
FERT FHET
HK$'000 HK$'000
BRI A Profit before taxation 20,344 51,809
RIS E 1500 (ZFZMEF  Tax at the domestic income tax rate
WA—HEZZTZTNF of 15% (1.4.2004 to
+=A=+—8 : 15%) (#fzF) 31.12.2004: 15%) (Note) 3,052 7771
AT 2 Tax effect of expenses not
IR E deductible for tax purpose 1,175 500
FERTI U A Tax effect of income not
2B E taxable for tax purpose (1,681) (648)
(BUB) AERAHIHERZERE (Reversal) tax effect of deductible
IR E temporary differences not recognised (30) 30
RERTIEEE 2 MG E Tax effect of tax losses not recognised 1,537 1,401
REBLE 2 RAI TR E Effect of different tax rates of
2B E companies operating in Hong Kong 84 35
RNEE,HE 2 BiE Tax expense for the year/period 4,137 9,089

REZER - AKE R BEEHARIRH

At the balance sheet date, the Group had unused tax losses of
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2 M A B AT IR 548 455,528,000/8 7T
(ZZEZWFE+=ZA=+—H
45,283,000/ 7T) ° B ARBERETE AR 2R
FRIR - M EEE A R B 2 FHIEEE
BRELHIBEEE - ABERANIBEES
B EIR HAAEE o

approximately HK$55,528,000 (31.12.2004: HK$45,283,000)
available for offset against future profits. No deferred tax asset has
been recognised in respect of the unused tax losses due to the
unpredictability of future profit streams. The entire sum of
unrecognised tax losses may be carried forward indefinitely.
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10. PR8I (&

REER  NEEZ AR SRR
3,124,000/ 70 (ZZFZF U4 3,324,000
BIT) o BRI ARBEE £ AT I R =
FER] BIEEI 2 FERBOR A - AR REZ
FRHME R ZR RIS IR A E o

GEE

AP BBR T A R EA D LB R
ERRALEFEHBIE -

10. INCOME TAX EXPENSE [Continued]

At the balance sheet date, the Group also had deductible temporary
differences of approximately HK$3,124,000 (2004: HK$3,324,000).
No deferred tax asset has been recognised in relation to such
deductible temporary difference as it is not probable that taxable
profit will be available against which the deductible temporary

differences can be utilised.

Note:

The domestic income tax rate represents the preferential PRC Enterprise
Income Tax rate where the Group's operations are substantially based.

EEWRRF 11. PROFIT FOR THE YEAR/PERIOD
1.1.2005 1.4.2004
Zto £to
31.12.2005 31.12.2004
FHExT FHT
HK$'000 HK$'000
FE/ AT Profit for the year/period has been
B arrived at after charging:
FEWE 5 BR SR Allowance for trade receivables 6,608 847
B Amortisation of goodwill
(FtATTEER) (included in administrative expenses) - 479
Z BRI EN & Auditors’ remuneration 997 818
S AR Bad debts written off 1,355 =
rE Depreciation on
—BEEE — owned assets 690 513
—BERMERNFECEE — assets held under finance leases 78 234
bE K E1E Exchange loss an 17
HAb R ORI B 18 Allowance for other receivables 421 -
T E MR Write down of inventories 4,431 -
ERRA 2 FEKA Cost of inventories recognised as expense 2,565,187 1,993,615
HEME K&k R Loss on disposal of plant and equipment 3 283
BB R Staff costs
—E=5Me (FE12) — directors’ emoluments (note 12) 2,024 4,179
— BB IR — other staff costs 35,031 17,306
— RGBT E B — retirement benefit scheme
(TRIEES) contribution (excluding directors’) 686 439
37741 21,924
REMA : and after crediting:
HRITAEWA Bank interest income 7114 2,939
& B AR E 2 s Gain on disposal of other investments - 2,237
WEMZEZBRWA - B Rental income on an investment property,
X 49 12,000 &L (ZTZMEF net of outgoings of approximately
MA—HZEZZTZTMNF HK$12,000 (1.4.2004 to 31.12.2004:
+=-A=+—H : 8,000 %T) HK$8,000) 260 181
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12. EXlle 12. DIRECTORS’ EMOLUMENTS
ENSES TSN (CEERFEHA— The emoluments paid or payable to each of the eight (1.4.2004 to
BE-_ZTME+—_F=+—H : \&) 31.12.2004: eight) directors were as follows:
BEEzMEFHNAT

AN EBz HEE RBEx Bk BB PEE EE9 #st

Tin Fung Chang Liu Fok
Lau Luo Ding Hong, Oilp, LoWing WingSeng, Kwok Fai, WaiMing,
Siu Ying Xizhi  William  Alfonso Yat Victor Alvan Eddie Total

TEx FTHx TET THEr THExT FExT FTHET THET TERT
HK$000  HK$000  HKFOOO  HKFO00  HKFO00  HKF000  HK$000  HK$000  HK$000

ZZERE-f-RZ 1.1.2005 to
“EERE+-A=1-H 31122005

e Fees = = = 50 50 60 60 60 280
Efoiie Other emoluments
el Salaries and allowances 1489 67 171 - = - - = 1727
BAGEHETE Retirement benefi
3% scheme contribution 2 12 3 - = - - - 17
et Total emoluments 1491 79 174 50 50 60 60 60 2,024

Q0K BBz HEE REXx Exg BB PEE 2EH A5t

Tin Fung Chang Liu Fok
Lau Luo Ding Hong, Oilp, LoWing WingSeng, Kwok Fai, WaiMing,
Siu Ying Xizhi  William  Alfonso Yat Victor Alvan Eddie Total

TRT TEx TExT TET THExT TBET TET TET TEx
HK$000  HK$000 ~ HKF000 ~ HKFO00 ~ HKE000  HKF000  HK$000  HKP00O  HK$000

—ZEMEMA-AZ 1.4.2004 to
ZEEME+-A=1-H 31.12.2004

ik Fees - - - 38 37 45 45 15 180
Etoiie Other emoluments
56 Lol Salaries and allowances 1,140 38 542 - - - - - 1,720
FIRARE Performance related
T incentive bonuses 2,259 = = = = — — = 2,259
RIEHEE Refirement benefit
558 scheme contribution 2 9 9 - - - - - 20
it Total emoluments 3,401 47 551 38 37 45 45 15 4179
FAHA - BEEE = E KA No directors waived any emoluments in the year/period.
AN
i o
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13. EEH& 13. EMPLOYEES’ EMOLUMENTS
AEBRUSERFALTH  HA—u (= Of the five individuals with the highest emoluments in the Group,
ETNFNA-—HE_ZEZTNF+ A one was (1.4.2004 to 31.12.2004: two were) director(s) of the
=t+—B W) AERRES - HiE Company whose emolument is included in the disclosures in note
P E XM 12PTRE 2 ERA « 82T 12 above. The emoluments of the remaining four (1.4.2004 to
Ui (ZEENFHA—BEZTTNF 31.12.2004: three) individuals were as follows:
+=—A=+—8: =) AL zBEE5
AT
1.1.2005 1.4.2004
Zto £ to
31.12.2005 31.12.2004
FER FHT
HK$'000 HK$'000
e KR Salaries and allowances 2,897 1,802
R RERSZ N 2ER (M) Share-based payment expenses (Note) 758 -
H b = EAt2 A Other long-term benefits 213 -
RONETET SR Retirement benefit scheme contribution 36 32
3,904 1,834
ZEREZMEN T THIHE : Their emoluments were within the following bands:
1.1.2005  1.4.2004
Zto £to
31.12.2005 31.12.2004
EE®E EEHAE
Number of  Number of
employees  employees
BA 1,000,000 7T AR Up to HK$1,000,000 3 2
1,000,001 77L& 1,500,000 77T HK$1,000,001 to HK$1,500,000 - 1
1,500,001 #7TZ 2,000,000 7T HK$1,500,001 to HK$2,000,000 1 =
KfaE - Note:
VAR (R B SE 1 2 B F TR R AR RE R HE B The share-based payment expense is determined as the fair value of share
H2 RFEETE - option at the grant date.
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14.

15.

EfERR 14. DIVIDEND PAID
1.1.2005 1.4.2004
Zto £to
31.12.2005 31.12.2004
FER T
HK$'000 HK$'000
Eﬁﬂiﬁlﬁﬁn Final dividend paid:
HEZZTTNOF+-—A=+—HIt 3.75 cents per share for the period
H;@F’ﬁtﬂx 3.75 1 ended 31st December, 2004 11,329 -
BHE_ZTTMF=A=+—HIt 5 cents per share for the year
FEER5 ended 31st March, 2004 - 15,105
11,329 15,105

EERBE_ZETRF+-_RA=1+—
EIJJ:EJ*ZXHHH SERML(CTTM
FOA-—BE_TTWF+_A=*1—
B 3.750l) - HEEFERRNBIRBEX
g HE -
sREF

BRERRFTREFE HBREAR
BB AEIEEH 11,380,000/ T (=
TENFENA—RAE_TTNF+=A
=+—0 : 42,916,000/ 7T) REAN,H
WE 2172302,100,000 (ZZZPU4F Y
A—HZ=Z 7m¢+ ﬂ + B :
302,100,000) f% & @Ak ETE

A final dividend of 1 cent (1.4.2004 to 31.12.2004: 3.75 cents) per
share for the year ended 3 1st December, 2005 has been proposed
by the directors and is subject to approval by the shareholders in the

annual general meeting.

15. EARNINGS PER SHARE

The calculation of the basic earnings per share is based on the profit
for the year/period attributable to equity holders of the parent of
HK$11,380,000 (1.4.2004 to 31.12.2004: HK$42,916,000) and on
302,100,000 (1.4.2004 to 31.12.2004: 302,100,000) ordinary

shares in issue during the year/period.
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16. BEREE 16. PLANT AND EQUIPMENT
R £E
&L
HAYEEE  Furniture, AE
Leasehold fixtures and Motor peboc]
improvements equipment vehicles Total
T T F&TT F&IT
HK$'000 HK$'000 HK$'000 HK$'000
RAE COST
RZEZME—H—H At 1st April, 2004 1,165 2,846 2,033 6,044
N Additions 59 291 577 927
HE Disposals - - (500) (500)
R-_ZEZEZRF—H—H At 1st January, 2005 1,224 3,137 2,110 6,471
ME S Exchange adjustments - 13 9 22
30 Additions 138 267 131 536
HEMRBAF Disposal of subsidiaries (343) (1,041) = (1,384)
k= Disposals - (189) — (189)
RZEZERFF+_A=+—H At 31st December, 2005 1,019 2,187 2,250 5,456
e DEPRECIATION
R-_ZEZEWNF—H—H At 1st April, 2004 1,048 2,164 1,219 4,431
NEAfE B Provided for the period 83 238 426 747
o B A 6 Eliminated on disposals - - (42) (42)
R=ZZEZTRF—A—H At 1st January, 2005 1,131 2,402 1,603 5,136
BE 5 SRR Exchange adjustments - 7 4 11
RELR A Provided for the year 224 216 328 768
YN Eliminated on disposal
i gH of subsidiaries (436) (775) = (1,211)
o 5 B A 5 Eliminated on disposals = (186) = (186)
RZZERF+_A=+—H At 31st December, 2005 919 1,664 1,935 4518
RREFE NET BOOK VALUE
R-ZEZRF+-_F=1+—H At 31st December, 2005 100 523 315 938
RZEZEWF+=—_A=+—H At 31st December, 2004 93 735 507 1,335

TR 55 Ko 5% B T LA B ARORIR TS 51 F R B4

The above items of plant and equipment are depreciated on a straight

& line basis at the following rates per annum:
BRMERE 20% SR A FEAFH (ABREERE)

Leasehold improvements 200% or over the term of the relevant lease, whichever is shorter

Rl - KERRE

Furniture, fixtures and equipment 25%
JTEL
Motor vehicles 25%
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16. BEREME (& 16. PLANT AND EQUIPMENT [Contirmuec]
RZZEZRF+_A=1T—08 ' BER At 31st December, 2005, the net book value of plant and equipment
R REFER L ESRE (CTTWF included nil amount (31.12.2004: HK$78,000) in respect of motor
+=—A=+—H : 78,000/ T) /3B & &R vehicle held under finance leases.
BHROFEZRE ©
17. BEME 17. INVESTMENT PROPERTY
FAT
HK$'000
NEE FAIR VALUE
RZZEZPEM A —H At 1st April, 2004 7,500
RERE A RKRIER 2 Surplus arising on revaluation recognised
EihAHK in the consolidated income statement 1,800
R-ZZEZMF+_A=+—HRK At 31st December, 2004 and 1st January, 2005 9,300
—ETHF—H—H
RERE A RKRIER Increase in fair value recognised
NEE N in the consolidated income statement 200
R-_ZEZRF+_A=+—H At 31st December, 2005 9,500

REBZREMER_TTRF A
=+ BZATFEDNRBILIAERERE
HEADSEERIEM AR A RNZ B A
TTHEZEEEZR - XBABMARA
FAREERBEANEMES ([FERE
B 2KE  BEREER &I
A RHEARR R B 2 5 - &%
HENAEEHNEMSEZMEMLESE
8- h2EMG LRUMERZKREE
o

REBZYEREDRELERORTE
ABREVESE - AR HERNFE - 2
BAMANKREYE R_ZTTRF+

“A=1+—8  ZEWEEZZAFE
/9,500,000 T (ZEZEWNF+—_A=

+—H : 9,300,000/ 7T) °

AEBZEREMRUNES - IRER
HIHAH A -

REWMECERT —KRT > AEBEER
FT-ZMBARZ —RRITRE -

The fair value of the Group's investment property at 31st December,
2005 was arrived at on the basis of a valuation carried out as on that
date by Midland Surveyors Limited, independent qualified professional
valuers not connected with the Group. Midland Surveyors Limited is
a member of the Hong Kong Institute of surveyors ("HKIS") and has
appropriate qualifications and recent experiences in the valuation of
similar properties in the relevant locations. The valuation, which
conforms to HKIS valuation standards on properties, was arrived at
by reference to market evidence of transaction prices for similar
properties.

The Group's property interests held under operating leases to earn
rentals are measured using the fair value model and are classified
and accounted for as investment property. As at 31st December,
2005, the fair value of such property interests amounted to
HK$9,500,000 (3 1st December, 2004: HK$9,300,000).

The Group's investment property is held under a long lease in Hong
Kong.

The investment property is pledged to a bank to secure general
banking facilities granted to a subsidiary.
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18. & 18. GODODWILL
T
HK$'000
%S COST
R-ZZEZTMEPA—H - At 1st April, 2004, 31st December, 2004
—EENF+-A=1T—HEK and 1st January, 2005 3,196
R=—ZZTRF—H—H
HRAEBYBImEERE 3 5R1& Elimination of accumulated amortisation
WEH R (Wi 3) upon the application of HKFRS 3 (note 3) (2,419)
B K B B B 1 B BRI ME A Arising on acquisition of additional
mESE interests in subsidiaries 4910
o 5 BT 28 R A 2 Eliminated on disposal of subsidiaries (777)
R_ZETHRF+_-_A=+—H At 31st December, 2005 4,910
e AMORTISATION
R_ZEZTMMEMH—H At 1st April, 2004 1,940
HEz &R Charge for the period 479
RZZZEWNF+=—_A=+—H At 31st December, 2004 2,419
FRB BT BHmE AR 3 5RE Elimination of accumulated amortisation
WisH REtEE (Wi 3) upon the application of HKFRS 3 (note 3) (2,419)
RZZZERF+=-_A=1+—H At 31st December, 2005 =
IREE CARRYING VALUE
RZZEZERF+_HA=1+—H At 31st December, 2005 4,910
R-ZEENF+—-—F=+—H At 31st December, 2004 777

R-EERE+-A=+—BZHED
R — R B AR BMERS
PR EEEENS -

HEZAIWE R ERRCELS
Lz EREESEMETE - ZtHEIE
RRER B EZ = FHRYMBORR &%
7% 2 B3R R FET 2 IR e RETEA - F
ERRAEEBEHERE -

IS F+-A=+—HA BE

—TFNQ
TIRERF 2 At Al (E R E A -

Goodwill as at 31st December, 2005 represents management
expertise in the computer products distribution business of a subsidiary
acquired during the year.

The recoverable amount of the goodwill has been determined based
on a value in use calculation of the relevant cash generating unit.
That calculation uses cash flow projections based on financial forecasts
approved by management covering a 3-year period, and a discount
rate of 7%. The directors have determined that no impairment of the
goodwill has occurred.

Until 31st December, 2004, goodwill was amortised over its estimated
useful life of five years.
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HEZZTTRAF+=A=1—HI5E For the year ended 3 1st December, 2005

19. TTHERS
R-ZEERF+_A=1+—HZAHE
KEBIE

I LTS

19. AVAILABLE-FOR-SALE INVESTMENT

Available-for-sale investments as at 31st December, 2005 comprise:

2005 2004
FET T
HK$'000 HK$'000
Unlisted securities:
Equity securities 918 -

A ERE D —RREB M2 Fa
ABBFTETT 2 IE L TAATES918,000
BT o ATHERE NS EE BIRKA
HNBREE  RRRGTAEATE
ZIEERK  ARREEREEAFE
TEERISEHbET = o

Available-for-sale investment represents unlisted equity securities of
HK$918,000 issued by a private entity incorporated in Hong Kong.
Available-for-sale investment is measured at cost less impairment at
each balance sheet date because the range of reasonable fair value
estimates is so significant that the directors of the Company are of
the opinion that its fair value cannot be measured reliably.

20. BFiEH# 20. CLUB MEMBERSHIP
2005 2004
FER FHT
HK$'000 HK$'000
SHEEE TR Club membership, at cost

BBB AN = Outside Hong Kong 660 -
EMgE s A TEEAEEEZ REEMR The fair value of the club membership approximates to its

a e corresponding carrying amount.

2. &8
GFETERFEE 22K M ©

21. INVENTORIES

Inventories represent finished goods held for resale.
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22. MR 5 IR B H i FE U AR =

Bl

®

ended 3 1st December, 2005

22. TRADE AND OTHER RECEIVABLES

2005 2004

FExT FBT

HK$'000 HK$'000

JEWE S ER TR Trade receivables 90,426 197011
W BETEHE Less: accumulated allowance (10,949) (4,341)

79,477 192,670

JE W2 E TR Value-added-tax receivables 1,815 20,023

FEUS B HFRIE Rebates receivables 28,930 30,457

e RIENFHIA Deposits and prepayments 19,878 36,574

130,100 279,724

AEBRETRESEFPZEERNF=
THEATR REMEAMZEKES
R (B HIRRBMR) BRir D AT AT -

The Group allows credit period ranged from 30 to 90 days to its
trade customers. The following is an aged analysis of the trade
receivables (net of allowance) at the reporting date:

2005 2004
FER T
HK$'000 HK$'000

FEWE ZBRK Trade receivables:
TH=+H 0 to 30 days 46,498 185,076
=+—HZh+H 31 to 90 days 30,466 6,867
ey i l=! Over 90 days 2,513 727
79,477 192,670

AEE 7 ENE 5 BR R R H A FEUER X
R-EBEERF+_A=+—BZA¥E
EEAHFE 2 BREEME ©

Hfttix &
ZERB KN EBBEMELZIAE
BATRITZIE EMBRARES

23.

o

EEHRITER

Ze B REBIS AN EBER 2 IRITERK
MER TRITZ2FH - Bt AZEE L
BB AT RN =@ AEEIH 2
FEHIEZ#5,769,0008 L (ZEZ WM
F M) o ZEFRE EER IR ARIS R HR
RITEBERENER Bt sE AR

24.

The fair value of the Group's trade and other receivables at 31st
December, 2005 approximates to its corresponding carrying amount.

23. OTHER INVESTMENTS

The amount represented unlisted equity securities issued by a private
entity incorporated in Hong Kong.

24. PLEDGED BANK DEPOSITS

The amount represents deposits pledged to banks to secure banking
facilities granted to the Group. Included in the amount is fixed deposit
held at bank with maturity more than three months of approximately
HK$5,769,000 (2004: Nil). The deposits have been pledged to secure
short-term bank borrowings and bills payables, and are therefore
classified as current assets.

I
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24. CERRTER (&) 24. PLEDGED BANK DEPQSITS (Contined)
ZEGFHRIENT1.750E£4.170E (= The deposits carry fixed interest rates ranging from 1.750% to 4.170%
ZEMNFE+_A=1+—H :0.104EZE per annum (31.12.2004: ranging from 0.104% to 2.083% per
2.083[E) 2 MM EE FHEGTR - 2 annum). The pledged bank deposits will be released upon the
RIRTTERBEREARITEIFERE settlement of relevant bank borrowings. The fair value of bank deposits
R - ROFEFR_ZZTRF A= at 31st December, 2005 approximates to its corresponding carrying
T—RZ RV EEEEREREEHE amount.
=i
EERRITEREZUET - ARER Pledged bank deposits are mainly denominated in United States
BILRTEEML R_ZEZRFT+H dollars, Renminbi and Hong Kong dollars. Included in pledged bank
=T —HAARERRITERZERER deposits as at 31st December, 2005 was an amount in Renminbi of
AR#6,000,000t 2 KB (ZEZ Y RMB6,000,000 (2004: Nil). Renminbi is not freely convertible into
F: | \ARETSERIBREME other currencies.

25. BiTRGERAS 25. BANK BALANCES AND CASH
RITEBREREEEAEEFE 2R E Bank balances and cash comprises cash held by the Group and short-
NIz ARG B RRR =18 R R EIH term bank deposits that are interest-bearing at market interest rate
ZREHRITER - WEEERmER and have original maturity of three months or less. The carrying amount
HAFEREE o of these assets approximates to their fair value.
AEBZBRITERIRSFEZUARE The bank balances and cash of the Group are mainly denominated
RABTLANEEMN -RZTETRF+= in Renminbi and Hong Kong dollars. Included in bank balances and
A=1+—Hst ABTE&H%H IR ZIEE cash as at 31st December, 2005 was amount in Renminbi of
BHARE180,619,0007T (ZFF approximately RMB 180,619,000 (2004: RMB68,893,000). Renminbi
F . AR¥68,893,0007T) 2K - AR is not freely convertible into other currencies.

BT SERIBRAEME -
26. FE{T5 5055 5 2 fthFE 1 AR 3 26. TRADE AND OTHER PAYABLES

REHE B 2 BNE SRR ik 20

The following is an aged analysis of the trade payables at the balance

T~ sheet date:
2005 2004
FTERT FHET
HK$'000 HK$'000

FERTE SRR Trade payables:

TE=+H 0 to 30 days 5,567 28,657
=t+—HBZEhT+H 31 to 90 days 1,102 2,139
i@+ H Over 90 days 417 483
7,086 31,279
EL A R < BR X Other payables 19,073 13,374
26,159 44,653
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26. EFREZERREMEMRR (2 26. TRADE AND OTHER PAYABLES [(ontinuecd)

RNEE 2 BN E 5 MR N B FE T BR 5K The fair value of the Group's trade and other payables at 31st
RZEERAF+_A=+—H2Z2A¥E December, 2005 approximates to its corresponding carrying amount.

HHEARE REERS °

27. BIRE - gl 27. BILLS PAYABLES - SECURED
EREBTRFENEA2ETE - BIR% The bills payables bearing interest at 4.2% per annum have a maturity
=R - of three months.

AEEERNEBER_ZTRFT_A= The fair value of the Group's bills payables at 31st December, 2005
T-BZRAFEREREERREEM approximates to its corresponding carrying amount.
=
28. kX 28. SHARE CAPITAL
ZERYE AR
Number of Share
ordinary shares capital
2004 2004
¥ and K and
2005 2005
FHT
HK$'000
FIRAE 0.10 BTz Eimik Ordinary shares of HK$0.10 each
TEE A Authorised 1,000,000,000 100,000
B ET R B Issued and fully paid 302,100,000 30,210

29. Wbk 29. SHARE DPTIONS

(@) *FoFERERKRRE (@) Share options of the Company
ARBNR_ZEZZF_HA_HEKX The share option scheme of the Company was first adopted
FanmEiR s 8 ([&E5T 8l - R on 2nd February, 2000 (the “Old Scheme”) and was terminated
—ETPF— AU B RN E on 14th January, 2004 upon the adoption of a new scheme
(T8I BARUE - St 8RR =F on the same date which was effective on 26th January, 2004
TE—AZHRBERER - Wi (the “New Scheme”) and will expire on 26th January, 2014.
RZZE—MF—AZ+/XBEW ° The primary purpose of the New Scheme is to provide incentives
B2 FEBNRMEZTERR to directors, eligible employees and other qualified persons
YRR E BB S G IEH S AT who in the opinion of the Board of Directors has made or will
HERZEE - A EBRES REM make contributions which are or may be beneficial to the Group
BEM A T4 T 42/ - as a whole.
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29. EixiEg (2

(a)

(b)

FATFIMEE (B

RBFEE - R TIRIF 2R
T ARRERGARARERSE
RS EEE RS 2R B VR S AT REAE
BRI AR B IR 8 AR SHIER
R NRCEE  BE - HER -
RIE - BF - IR - EBRH -
X EAMEER - A
WER T A REERBEALRA]
Befn 2 RBRsHE - IERIBERTE D
ROBRMHEE - (RO LR
FERERZ P 2 W B R (i) B A R B
EREERL AR AEARZ B E
Bz FARmEZRSE - M
Bz BRI R RIE 2 I BB &
ZURRBTE B HITRAZ10%
AR e

FBRHEZA B4 1 RFT 51 2 HRFE]
AT A - WARNEAR R G
ZBEEEEFMIVETZER -

EERE T iry 28 AU SR
R R AR -

—RME AR ZEkE
R-ZZTRF+-_A=-t+hB ' &
ANAIEFEGIERRRIZHMEAR
Synergy Technologies (Asia) Limited
([Synergy Technologies ) [@Synergy
Technologies— i E £ | — I8
e o ZIABRAERI R —TTRHF
+Z A=+ N BEMFEZEREANTT
% - ZBRERFAARIRIBITL
A AZ8E ASynergy TechnologiesZ
11%RE% - Rz AR EERE L
flEt A FEA 758,000 7T * 71
BIiEREENGLER 2B -

29. SHARE OPTIONS [Continued]

(@)

(b)

Share options of the Company (Continued]

Under the New Scheme, the directors of the Company may,
subject to certain conditions, grant to any director, employee,
suppliers, agents, customers, distributors, business associate
or partner, professional or other advisor of, or consultant or
contractor to, any member of the Group or any associated
company who in the opinion of the board of directors has
made or will make contributions which are or may be beneficial
to the Group as a whole, options to subscribe for shares of the
Company at any price but not less than the higher of (i) nominal
value of a share, (ii) the closing price of the shares on the
Stock Exchange on the day of grant and (iii) the average of the
closing prices of the shares on the Stock Exchange on the five
trading days immediately preceding the date of grant of the
options, subject to a maximum of 10% of the issued share
capital of the Company from time to time.

Options granted must be taken up within the time period set
out in the offer letter and upon payment of HK$1 for each lot
of share option granted.

No options has been granted since the adoption of the Old
Scheme and the New Scheme.

Share option of a subsidiary

On 29th December, 2005, the Board of Directors of the
Company approved Synergy Technologies (Asia) Limited
("Synergy Technologies"), a subsidiary of the Company, to grant
a share option to a director of Synergy Technologies. The share
option is exercisable for a period of two years from 29th
December, 2005. The option holder can acquire 11% interest
in Synergy Technologies at a consideration of HK$1. The
estimated fair value of the option granted on that date is
approximately HK$758,000 which represents price of underlying
assets as at valuation date.
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29. HikiE &) 29. SHARE OPTIONS [Continuecd)

b)) —XKMBLFZMERE (&) (b) Share option of a subsidiary (Continued]

RHETRBASR - FTRHEE
EAFE - ZRAZFTARBET

The fair value was calculated using The Black-Scholes pricing
model. The inputs into the model were as follows:

W

2005
IR E Exercise price 7S IT HK$ 1
FaEHR IR Expected volatility 0.1%
fEREER Expected life 2 4F years
B N = Risk free rate 3.983%

ek RIgEEE - AR
Synergy Technologies 2 B 17 37 & F
REATISR 5 o RN MEHE
BREGFESRBE W EBNE
[ A= o

A low volatility is adopted as the shares of Synergy Technologies
are not publicly traded. Yield to maturity of 2-Year Hong Kong
Exchange Fund Notes is adopted as risk free rate.

AEBERARFERATRE 2 BR
TERER X 49758,0008 7T (ZTF

The Group recognised an expenses of approximately
HK$758,000 for the year (2004: Nil) in relation to the share

M - M%) o option granted.
30. MITHEE 30. BANK BORROWINGS
2005 2004
TERT FHT
HK$'000 HK$'000
RITEERE Bank borrowings comprise:
RITEN Bank loans 271,692 454,170
RITES Bank overdrafts - 9,963
SREIRE Trust receipt loans - 1,958
271,692 466,091
IRITIERAR T HBER Carrying amount repayable:
—F N IRE A On demand or within one year 271,692 403,591
—FPAE More than one year, but not
SN exceeding two years - 25,000
MFA L More than two years, but not
=FLR exceeding three years - 37,500
271,692 466,091
B BB EMTR Less: Amounts due within one year
R—FREIE 2 58 shown under current liabilities (271,692)  (403,591)
- 62,500
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30. fITEE &) 30. BANK BORROWINGS [Continuecd)

R—_ZEERF+_A=+—8 -
84,231,000/ L (ZEEWF+ A=+
—H : 268,925,000/ 7T) 2 BITEE

As at 31st December, 2005, bank borrowings of HK$84,231,000
(31.12.2004: HK$268,925,000) were secured by the following
assets:

AT B EIEER

— R1TERA147,211,0008 7T (=& -
TZmMmE+ =/ =+ —H
176,993,000/87T) : &

bank deposits amounting to approximately HK$147,211,000
(31.12.2004: HK$176,993,000); and

— Tﬁﬁ%% AF{E9,500,000/% 7T —  investment property with a fair value amounting to
(ZEEWNFE+_HA=1+—8: HK$9,500,000 (31.12.2004: HK$9,300,000)
9,300,000/ 7T) °

AEEZEREBERAKNEIHABEHIIM The exposure of the Group's fixed-rate borrowings and the contractual

T @ maturing dates are as follows:

2005 2004
TERT FHT
HK$'000 HK$'000

ERMEE Fixed-rate borrowings:

—FRX Within one year 95,192 364,591
2005 2004

BEERA = Effective interest rate:

EEEE Fixed-rate borrowings 5.022% %  1.600% &
to 5.481% to 5.742%

BEoh - AEE 2 F B EE A52,500,000
7S IT (ZEZPULF : 101,500,000/87T)
TRBBRITEZEFREM.25EZE1.30
B (ZZTWF - FBRITREFRLEM
1. 30FE)FE E—HEBRER
124 000,000 7T (ZZZPYE : 1) 257

BERARmEER TR SR E01.00E
‘Eﬁ%\ o

In addition, the Group has variable-rate borrowings amounted to
HK$52,500,000 (2004: HK$101,500,000) which carry interest at
HIBOR + 1.25% to 1.30% (2004: HIBOR + 1.30%), except for a
syndicated loan with an aggregate amount of HK$124,000,000
(2004: Nil) which carries interest at LIBOR + 1.00%.
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30. WITHEE (F 30. BANK BORROWINGS (Continedd)
AEEZBEDNERSEEE 2R The Group's borrowings that are denominated in currencies other
BN EBFERT than the functional currencies of the relevant group entities are set

out below:
FET

Us$'000
RZZEZERF+-_A=1+—H As at 31st December, 2005 16,000
RZZEWNF+-_F=+—H As at 31st December, 2004 =
REEZRTEER_TZRF T A The fair value of the Group's bank borrowings at 31st December,
=t+—BHZAFEEEEREZREER 2005 approximates to its corresponding carrying amount.
e
R-ZERF+_HA=+—H  K&EH At 31st December, 2005, the Group was in breach of certain banking
BRTETERMNEEMN R IRITR covenants in relation to interest coverage ratio. The relevant bank
o BHBETERR _EZERAF+ A loans at 31st December, 2005 amounted to approximately HK$206.7
=+—H#1A206,700,000/ T ° L million. On discovery of the breach, the directors of the Company
BREER  AAREFEAEHRARA informed the lenders and commenced a renegotiation of the terms
RABEGARITENZEEZEH - © of the loans with the relevant bankers. As at 31st December, 2005,
“EERF+A=1T—H8 FHEER those negotiations was not yet concluded. Accordingly, all loans were
MAEE - At - FEERIR_ZF classified as current liabilities in the consolidated balance sheet at
hE+T-A=+T—RHREHFEEEAGR 31st December, 2005. Up to the date of issue of these consolidated
TR RRBBE - BERGEMBR financial statements, the negotiations are still in progress. The directors
*TEBH - BREAEMDNEETE o K of the Company are confident that their negotiations with the lenders
RAIBFFEOEBARAZ EEREE will ultimately reach a successful conclusion. In any event, should the
A INES AR o FEEAIER T » Wi lenders call for immediate repayment of the loan, the directors of the
HABKBREBEER  NARESH Company believe that adequate sources of finance are available to
BERARABRHAZHERRENRIR - INHER ensure that the continuing operations of the Group will not be affected.
REBHBEGEETERITE -

31. MREHRY 31. OBLIGATIONS UNDER FINANCE LEASES
REBZHERURBERNO 2 A RNHEE It is the Group's policy to lease certain of its motor vehicles under
HETARE  FHHEEFHR/EFEF - finance leases. The average lease term is 4.5 years. Interest rates
RE KB RERR 2 T =G s N - B were fixed at the contract date. All leases are on a fixed repayment
BHEASRETEENELERT - BAE basis and no arrangements have been entered into for contingent
I AEAISATE S 2 ZHE © rental payments.
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31.

82

MRENERE (2

BEMOEBAN T HREER

31. OBLIGATIONS UNDER FINANCE LEASES [Continued]

The obligations under finance leases are repayable as follows:

REEERIEZRE
BEHEENE Present value
Minimum of minimum
lease payment lease payment
2005 2004 2005 2004

TEr AT TET TAT
HK$'000 HK$'000  HK$'000 HK$'000

—F A Within one year 113 227 100 200
—FLA L In more than one year
RESNY but not more than
two years - 113 - 100
113 340 100 300
B ARRELE Less: Future finance
ZH charges (13) (40) N/A N/A
MAER 2 Present value of
IE lease obligations 100 300 100 300

B mEVBUERTR
R—FREHz

IR

T @R AR

Less: Amount due within
one year shown
under current
liabilities (100) (200)

Amount due for

Iz settlement after

FKIA 12 months - 100
AREB 2z B ERNERTIHABE AR The Group's obligations under finance leases are secured by the
HE 2 EEBRMIERR - lessor's charge over the leased assets.
AEEREBOEB 2 A THEEARE The fair value of the Group's finance lease obligations approximates
BEE - to their carrying amount.
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32. iEERIF

TRARKFE, BERLEE /5
ERRYBLREEERLEE

32. DEFERRED TAX

The following is the deferred tax asset recognised and movements
thereon during the current and prior year/period:

EWE ZERRR
HihFEU AR
Z8E
Allowance

for trade and
other receivables

FHET
HK$'000
RZZTZTWFOA—A - At Tst April, 2004,
—EENF+_A=+—HXK 31st December, 2004 =
—ZEERF—HA—H and 1st January, 2005
SFAFE K E Credit to income for the year 1,052
WZZTRF+=-A=+—AR At 31st December, 2005 1,052

HEMBEAR
RZZETHRFF+_A=1+NA ' ~5E
HEREED ERARAR ([REE
%1) 246%0HE - LABESynergy
Technologies#)49%#EMERS © Bt - &4
TZ5%EE D ERAHERE

33.

33. DISPOSAL OF SUBSIDIARIES

On 29th December, 2005, the Group disposed of its 46% equity
interest in Synergy Pacific (Holding) Limited (“Synergy Pacific") in
exchange for 49% additional interest in Synergy Technologies. The
remaining 5% equity interest is therefore classified as available-for-
sale investments.
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33. HEMBLAT (& 33. DISPOSAL OF SUBSIDIARIES [Continuecd]
NEEBEFEERB AR ZFEES The net assets of these disposed subsidiaries at the date of disposal
FEAR - were as follows:

2005
FHIT
HK$'000
EHEFEE NET ASSETS DISPOSED OF
BB K%t Plant and equipment 173
FE Inventories 179
FEW B 5 BR 5% B B Ath FE LA BR 5K Trade and other receivables 1,523
AHERE Available-for-sale investments 2
RITEEBRNIRE Bank balances and cash 13,472
FETEE 5 BR R B EL A JE A< BR K Trade and other payables (5,239)
eI Taxation payables (192)
9918
DER RS Minority interests (4,862)
e E Attributable goodwill 777
5,833
(e Represented by:
ReERE Cash consideration 5
W EE R A A Acquisition of additional
RESME R interests in subsidiaries 4,910
A ERE Available-for-sale investments 918
5,833

84

HEREL 2R RHIFHE -
RefE
BHEZRITEREERS

Net cash outflow arising on disposal:
Cash consideration 5
Bank balances and cash disposed of (13,472)

(13,467)

FABHEZMBRRAREAEETRL The subsidiaries disposed of during the year contributed approximately
13,356,00078 7T & 5 58 [ 418,944,000 HK$13,356,000 to the Group's turnover and had profit for the year

BILLZ F A

of approximately HK$8,944,000.
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34. EEHEHRHE

FEBEEBEBA

FR - AEERBEEROEI N 2R
BB EFIAAA1,957,0008 T (ZFZ
MEMA—B2-_ZEENE+_HA=+
—H : 1,120,000/ 7T) °

REHER - AKBREEME 2 TR

34. OPERATING LEASE ARRANGEMENTS

The Group as lessee

During the year, the Group made minimum lease payments under
operating leases amounting to approximately HK$1,957,000
(1.4.2004 to 31.12.2004: HK$1,120,000).

At the balance sheet date, the Group had commitments for future

BN B EENZEEEFIENT minimum lease payments under non-cancellable leases in respect
of rented premises as follows:

2005 2004

FTERT FET

HK$'000 HK$'000

—FR Within one year 382 825

“FEFHE (BIEEEMF) In the second to fifth year inclusive 49 241

431 1,066

REMOHESEARERETHAIEY
XMz - BOMESHR T —
ERFZFHERNERE

FEEEBHBAA
FRFTHREL MRS WA \\’77,%272 000

Operating lease payments represent rentals payable by the Group
for certain of its office properties. Leases are negotiated and rentals
are fixed, for an average term of one to five years.

The Group as lessor

Property rental income earned during the year was approximately

BT (CETNFNA—BE_ZTZNF HK$272,000 (1.4.2004 to 31.12.2004: HK$189,000). The property
+=ZA=+—H : 189,000 T) - TEHA is expected to generate rental yields of 3% on an on going basis. The
R FEIRHE A E A SR 30% 2 HHE property held has committed tenants for the coming two years.
Wes - ZRMERRKMEEWEENE
g o
WEER  AREEREBERIIZATZR At the balance sheet date, the Group had contracted with tenants for
REEBEFREEL the following future minimum lease payments:
2005 2004
FERT FHET
HK$'000 HK$'000
—FRX Within one year 312 168
FE_FEELF (BREEMF) In the second to fifth year inclusive 208 -
520 168
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35.

36.

RFTEFIETR
REBRAAETEEEREBRRLEH
MBS ([5HE)) - BRAFTEIZE
ETYEASEEE DI A XA
ZEERA - REBFTE 2R BER
Hig BIRRM AT 2 L R AT 81
B R - AEBE B2 E—REIRIE
TR Z K -

AEBEEFBEZHERREEH /T
B E IR 2 B R E AR A8 FI A 8K
B - ZEMBRAIRFEUAZEIEL
plrREz R RRMET BN - REIABH
RHES - AREUZENREFEEIZ
E—BERETERMEN

REALRS

(@ FA @ AEEHEREFT Y —HERK
e DEE—EBE_TTRFN
At+HABRBRFAB=F2
16,000,000 TTEFHBE - RIEE
g CEHARRESHEER
R/ NESAE ([RIFEAE]) e 5
gt

() BILEREBEATHEES
[AAFuture 2000 Limited & 2
TRAZEEE=EBA -
ffiFuture 2000 Limited 22155
EREBMBATHEERE
w2 A

(i)  Future 2000 Limited#£4& & 7K
NAZ B —HRAREK

(iy BERERARAIFEHER
HITE R
(v) BIEEDMAZBREEAR

Ejo

35.

36.

RETIREMENT BENEFIT SCHEMES

The Group operates a Mandatory Provident Fund Scheme (the
“Scheme”) for all qualifying employees in Hong Kong. The assets of
the Scheme are held separately from those of the Group, in funds
under the control of trustees. Under the rules of the Scheme, the
employer and its employees are required to make contributions to
the Scheme at rates specified in the rules. The only obligation of the
Group with respect to the Scheme is to make the required
contributions under the Scheme.

The employees of the Group's subsidiaries in the PRC are members
of a state-managed retirement benefit scheme operated by the
government of the PRC. The subsidiaries are required to contribute a
fixed rate of payroll costs to the retirement benefit scheme to fund
the benefits. The only obligation of the Group with respect to the
retirement benefit scheme is to make the specified contributions.

RELATED PARTY TRANSACTIONS

(@) During the year, the Group has entered into a loan agreement
with a syndicate of banks in respect of a US$16,000,000 loan
facility which has a tenor of three years from 15th September,
2005. Under the loan agreement, the following conditions were
imposed to Mr. Lau Siu Ying (“Mr. Lau"), a director and
substantial shareholder of the Company:

()  Mr. Lau and his associates continues to remain collectively
the legal and beneficial owner of the issued share capital
of Future 2000 Limited, a company in which Mr. Lau
and his associates have beneficial interests;

(i)  Future 2000 Limited continues to be the single largest
shareholder of the Company;

Mr. Lau is either the Chairman or the Chief Executive
Officer of the Company; and

(iii)

()

Mr. Lau continues to engage in full-time management of
the Company.
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36. RELATED PARTY TRANSACTIONS (Continued)

(b) On 29th December, 2005, the Company, Well Force
International Inc. (“Well Force”), Synergy Pacific and Synergy
Technologies completed a restructuring as follows:

—  the Company purchased 49% equity interest in Synergy
Technologies from Well Force for a consideration of
HK$2,032,000; and

—  the Company disposed of 46% equity interest in Synergy
Pacific to Well Force for a consideration of HK$2,032,349.

Well Force was a 49% shareholder in Synergy Pacific prior to
the restructuring.

The restructuring is accounted for as an exchange transaction
(see note 33).

Further details of the above transactions are set out in a circular
dated 20th January, 2006 issued by the Company.

(c) Compensation of key management
The remuneration of directors and other members of key
management during the year/period was the follows:

1.1.2005 1.4.2004

Zto Zto

31.12.2005 31.12.2004

FHET FHT

HK$000 HK$'000

ySSRLE Y] Short-term benefits 4,993 6,188
Hth R EAEFI Other long-term benefits 286 63
VARR AR A ERE 2 15 2 5RIA Share-based payments 758 -
6,037 6,251

EEhTREEEHMKE ZBE)IH
¥R EeKERERNRRETSEE
RETE °

The remuneration of directors and other members of key management
is determined by the remuneration committee having regard to the
performance of individuals and market trends.
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37. FAFICEEEHBAREBE 37. SUMMARISED BALANCE SHEET OF THE COMPANY
2005 2004
FET FET
HK$'000 HK$'000

RETB AR Z%E Investments in subsidiaries 43,185 41,148
NG e Amounts due from subsidiaries 357,325 292,621
Hmsh&EE Other current assets 2,780 48,976
FERT— KB 8 A RlFIE Amount due to a subsidiary (2,030) -
Hihms & & Other current liabilities (3,553) (1,345)
RITEE —RBIMH Bank borrowings — current portion (141,000) (26,000)
RITEE — IR EH Bank borrowings — non-current portion - (42,000)

256,707 313,400

[N Share capital 30,210 30,210
& Reserves 226,497 283,190

256,707 313,400
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38. BEATEH
ARBETEERBARIR -_ZEZTHEF
+—A=+—BZHBHT :

38. PARTICULARS OF SUBSIDIARIES

Details of the Company's principal subsidiaries at 31st December,
2005 are as follows:

XNERRA
BRTR BRTRE
BRI EXEE LA
AL, REEMER Proportion of
R it 2 Issued and nominal value of
Place of fully paid issued share capital/
Ll INGIEEE incorporation/ share capital/ registered capital EEXI
Name of subsidiary establishment registered capital  held by the Company  Principal activity
Express Fortune RERKEE TLBA% 100 =TT 100% ZEZER
Holdings Limited British Virgin Ordinary US$100 Investment holding
Islands
REBRAF BB L@ 1087 100% RIEEEBAE
Express Fortune Limited Hong Kong ER SRR Maintaining the
5,000,000 & 7T corporate office
(Ktzz)
Ordinary HK$10
Non-voting deferred
HK$5,000,000 (note)
RELE FERBIMR 25,000,000 7T 10000 EBEEBBER
Fortune Shanghai 2HNEEE S US$25,000,000 Trading of mobile
Wholly foreign phones
owned enterprise
established in
the PRC
Synergy Technologies 5 @Ak 10,000 BT 100% EESHKEMR
Hong Kong Ordinary HK$10,000 Trading of computer
products
SERERRAT] BB A% 10,000 # T 100% FHHEWE
Top Emperor Investments Hong Kong Ordinary HK$10,000 Property holding
Limited
LiBER FERBIKRILZ 5,000,000 37T 100%0 EEBHES
Shanghai Yuanjia FINEEERZE  USE5,000,000 Trading of mobile
Wholly foreign phones

owned enterprise
established in
the PRC
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38.

39.

MEATEHE (&)

NA R E R A Express Fortune Holdings
Limited - =X PARATA E iz B AR
NEIEERFE -

KrExpress Fortune Holdings Limited == Z
BBREEBI - FBEBIREMAK
S/ PKST BT

BB A RN FRKFAEMEMDE
ERERES

BEERRERMINARRZMBARE
EREAEEEENEETE EFER
R HIEMHB AR ZFHEHTAH
et RIERM BE WK S - &
REAEMERASREINE LK
Z - EERERFESEASIK -

SERH

LEBENEAEERER,HARINR
EPHEEMZ R KSR FE

HRAEEZ EXBRFEHREEF
ZEBBAOKREDHEREERHE
ah - ELIEAEH DO o tEHN - /A
REEB 2 EEBRFE/HREEHN 2
BRMEAMNRETE(2FEFE) - B
RAFNEERNTE (BREEE) -
e LI TS VE R DT ©

38.

39.

PARTICULARS OF SUBSIDIARIES [Continued)]

The Company directly holds the interest in Express Fortune Holdings
Limited, all other interests shown above are indirectly held by the
Company.

The principal activities are carried out in the place of incorporation/
establishment except for Express Fortune Holdings Limited which
mainly carried out businesses in Hong Kong.

None of the subsidiaries had any debt securities subsisting at the
end of the year or at any time during the year.

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

Note: The deferred shares carry practically no rights to dividends or to receive
notice of or to attend or vote at any general meeting of the respective
company or to participate in any distribution on winding up.

SEGMENT INFORMATION

Turnover represents the net amounts received and receivable for
goods sold by the Group to outside customers during the year/period.

No segment analysis is provided as substantially all the Group's
turnover and contribution to profit for the year/period were derived
from the distribution and trading of mobile phones. In addition, no
geographical market analysis is provided as substantially all the Group's
turnover and contribution to profit for the year/period were derived
from the PRC (including Hong Kong) and substantially all the assets
are located in the PRC (including Hong Kong).



