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GENERAL

The Company is incorporated in Bermuda as an
exempted company with limited liability and its
shares and warrants are listed on The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”). The directors consider Accufit
Investments Inc., a company incorporated in the
British Virgin Islands to be the parent and ultimate
holding company of the Company. The address of
the registered office and principal place of business
of the Company is 1st Floor, Hing Lung Commercial

Building, 68 Bonham Strand East, Hong Kong.

The consolidated financial statements are presented
in Hong Kong dollars, which is also the functional

currency of the Company.

The Company acts as an investment holding
company. The principal activities of its principal

subsidiaries are set out in Note 45.
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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 (“HKFRS(s)”), Hong Kong
Accounting Standards (“HKAS(s)”) and
Interpretations (hereinafter collectively referred to
as “new HKFRSs”) issued by the Hong Kong Institute
of Certified Public Accountants (the “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 periods 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 and for
goodwill and negative goodwill as on 1st January,
2005. The principal effects of the application of

HKFRS 3 to the Group are summarised as follows:
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APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS/
CHANGES IN ACCOUNTING POLICIES
(continued)

Business combinations (continued)

Goodwill

The Group has applied the relevant transitional
provisions in HKFRS 3. For goodwill previously
capitalised in interest in an associate, the Group on
1st January, 2005 eliminated the carrying amount
of the related accumulated amortisation of
HK$9,509,000 with a corresponding decrease in
cost of goodwill (see note 18). The Group has
discontinued amortising such goodwill from 1st
January, 2005 onwards and goodwill will be tested
for impairment at least annually.

Excess of the Group's interest in the net fair value
of acquiree’s identifiable assets, liabilities and
contingent liabilities over cost (previously known
as “negative goodwill”)

In accordance with HKFRS 3, any excess of the Group’s
interest in the net fair value of acquiree’s identifiable
assets, liabilities and contingent liabilities over the cost
of acquisition (“discount on acquisition”) is recognised
immediately in profit or loss in the period in which
the acquisition takes place. In previous years, negative
goodwill arising on acquisitions prior to 1st January,
2001 was held in reserves, and negative goodwill
arising on acquisitions after 1st January, 2001 was
presented as a deduction from assets and released to
income based on an analysis of the circumstances
from which the balance resulted. In accordance with
the relevant transitional provisions in HKFRS 3, the
Group derecognised all negative goodwill on 1st
January, 2005 (of which negative goodwill of
HK$4,997,000 was previously presented as a
deduction from assets), with a corresponding increase
to the Group’s retained profits. In addition, a discount
on acquisition at an amount of HK$4,730,000 had
been recognised by the Group during the year in

respect of acquisition of interest in a subsidiary.
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APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS/
CHANGES IN ACCOUNTING POLICIES
(continued)

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 and the adoption of HKAS
32 has had no material effect on how the results
for the current or prior accounting years are
prepared. 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 years.
The principal effects resulting from the
implementation of HKAS 39 are summarised as

follows:

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)

From 1st January, 2005 onwards, the Group has
classified and measured its financial assets and
financial liabilities 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 Group had applied the
relevant transitional provisions in HKAS 39.
However, there has been no material impact on
how the results for the current accounting period

are presented.
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APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS/
CHANGES IN ACCOUNTING POLICIES
(continued)

Owner-occupied Leasehold Interest in Land

In previous years, owner-occupied leasehold land
and buildings were included in property, plant and
equipment and measured using the revaluation
model. In the current year, the Group has applied
HKAS 17 “Leases”. Under HKAS 17, the land and
buildings elements of a lease of land and buildings
are considered separately for the purposes of lease
classification, unless the lease payments cannot be
allocated reliably between the land and buildings
elements, in which case, the entire lease is generally
treated as a finance lease. To the extent that the
allocation of the lease payments between the land
and buildings elements can be made reliably, the
leasehold interests in land are reclassified to prepaid
lease payments under operating leases, which are
carried at cost and amortised over the lease term
on a straight-line basis. This change in accounting
policy has been applied retrospectively. As at 31st
December, 2004, an amount of HK$7,995,000
previously classified under property, plant and
equipment has been reclassified to prepaid lease

payments.
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BRI 2EEME 3.  SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES
LiteHhEEHEHARAEEREESE The effects of the changes in the accounting policies
4> e T described above on the results for the current and

prior years are as follows:

“Z2IF —EEMEF
2005 2004
TR FHT
HK$'000 HK$'000
BREMEAD Decrease in release of negative goodwill (189) =
FABEREZ Non-amortisation of goodwill included
MEEHEEE in an associate 2,304 =
W REREEA Discount on acquisition released to income 4,730 =
BREENTZ Decrease in amortisation of prepaid
BEHRD lease payments 406 228
R s A Increase in profit for the year 7,251 228
R B B O M 2 N 2w A 18 hn 2 7)) Analysis of increase in profit for the year by line
mE items presented according to their function:
“Z2IF —EEMEF
2005 2004
THER FHT
HK$'000 HK$'000
TR Decrease in administrative expenses 406 228
JEMREE N A 2R Decrease in share of result on an associate 2,304 -
BEEWA Z WEEHZEZ I Increase in discount on acquisition to income 4,730 =
BEWAZAMERY  Decrease in negative goodwill released to income (189) =
R s A Increase in profit for the year 7,251 228
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3. BiIBXSH2TEME 3. SUMMARY OF THE EFFECTS OF THE
(&) CHANGES IN ACCOUNTING POLICIES
(continued)

& FA %1 & 78 B 75 3

Al
Al

EREAHN-FTT The cumulative effects of the application of the
E =

ME+_A=+—HBR-_ZETHF— new HKFRSs as at 31st December, 2004 and 1st
A—BZRAZEHADT : January, 2005 are summarised as follows:
EReHE
F1ERES
EiEs EAeH W-ZEQRE ERNE
R-BEME F% EHEH +28 BEER W-BBIE
t-A=1-H A% 1EE St-8 E%eye -A-A
(Bx25) (E3) (B50)
At 31st Effect of At 31st At 1st
December,  HKAS 1and Effect of  December, Effect of January,
2004 HKAS 27 HKAS 17 2004 HKFRS 3 2005
(Originally stated) (restated) (restated)
ThL ThL TEL TEL TEL TEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EEBERER  Balance sheet items
% BERAE  Property, plant and equipment 371,476 = (15900) 355,576 = 355,576
BREERF Prepaid lease payments = = 7,995 7,995 = 7,995
BHE Negative goodwill (4,997) = = (4,997) 4,997 =
ERFEAE Deferred tax liabilities (22,030) - 692 (21,338) - (21,338)
HEEREAM  Total effects on assets and liabilities = (7,13) 4,997
BEye
BEEMER Asset revaluation reserve 40,386 - (5,338) 35,048 = 35,048
REE Retained profits 68,869 - 785 69,654 4,997 74,651
G Translation reserve 7,415 - (25) 7,391 = 7,391
DERFER Minority interests - 172,851 (2635) 170,216 - 170,216
HREZBEZE Total effects on equity 172,851 (7,213) 4,997
PERRER Minority interests 172,851 (172,851) = = = =
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RERFESNBREEIER
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summarised as follows:

+ZA=t-BLER

SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES

For the year ended 31st December, 2005

The financial effects of application of the new
HKFRSs to the Group's equity attributable to equity
holders of the parent at 1st January, 2004 are

EEet
EHEIRR EEest
EREHES 8
R %25 CVib A% B1THeHE B3l
Effect of
As originally HKAS 1 and Effect of
stated HKAS 27 HKAS 17 As restated
TR TR TEL T
HK$'000 HK$'000 HK$'000 HK$'000
BEEMREE Asset revaluation reserve 27,835 = (1,950) 25,885
REDE R Retained profits 60,222 - 982 61,204
PERFER Minority interests - 155,273 (632) 154,641
U By e Total effects on equity 155,273 (1,600)
LUBRRER Minority interests 155,273 (155,273) - =

AEBWEREFER THEBMER
ERZHER - BETREE - NAF]
E=EHEAZEER BT REE

BreHAEE 2 FREREEEKNER
& o

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.
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SUMMARY OF THE EFFECTS OF THE
CHANGES IN ACCOUNTING POLICIES
(continued)

HKAS 1 (Amendment)  Capital disclosures'

HKAS 19 (Amendment) Actuarial gains and losses,
group plans and disclosures?

HKAS 21 (Amendment) Net investment in a foreign
operation?

HKAS 39 (Amendment) Cash flow hedge accounting
of forecast intragroup
transactions?

HKAS 39 (Amendment) The fair value option?

HKAS 39 & HKFRS 4 Financial guarantee

(Amendments) contracts?
HKFRS 6 Exploration for and evaluation
of mineral resources?
HKFRS 7 Financial instruments:
Disclosures’

HK(IFRIC) = INT 4 Determining whether an
arrangement contains a
lease?

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

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

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

HK(IFRIC) = INT 5

HK(IFRIC) — INT 6

HK(IFRIC) — INT 7

! 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.
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been
prepared under the historical cost convention,
except for certain property, plant and equipment
and financial instruments, which are measured at
revalued amounts or fair values on initial
recognition, as appropriate, as explained in the

accounting policies set out below.

The consolidated financial statements have been
prepared in accordance with the new HKFRS(s)
issued by the HKICPA. 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 Hong

Kong Companies Ordinance.

Basis of consolidation
The consolidated financial statements incorporate
the financial statements of the Company and its

subsidiaries.

The results of the subsidiaries acquired or disposed
of during the year 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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

On acquisition of additional interest in a subsidiary,
the difference between the consideration paid and
the goodwill and the carrying values of the
underlying assets and liabilities attributable to the
additional interests in a subsidiary is debited to
special reserve. On subsequent disposal of a
subsidiary, the attributable special reserve is included
in the determination of the amount of profit or

loss on disposal.

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.

Business combinations

The acquisition of subsidiaries is accounted for using
the purchase method. The cost of the acquisition is
measured at the aggregate of the fair values, at
the date of exchange, of assets given, liabilities
incurred or assumed, and equity instruments issued
by the Group in exchange for control of the
acquiree, plus any costs directly attributable to the
business combination. The acquiree’s identifiable
assets, liabilities and contingent liabilities that meet
the conditions for recognition under HKFRS 3 are
recognised at their fair values at the acquisition

date.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Business combinations (continued)

If, after reassessment, the Group’s interest in the
net fair value of the acquiree’s identifiable assets,
liabilities and contingent liabilities exceeds the cost
of the business combination, the excess is

recognised immediately in profit or loss.

The interest of minority shareholders in the acquiree
is initially measured at the minority’s proportion of
the net fair value of the assets, liabilities and

contingent liabilities recognised.

Goodwill

Goodwill arising on acquisitions prior to 1st
January, 2005

Goodwill arising on an acquisition of a subsidiary
or an associate 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 or an associate 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 goodwill is tested for impairment
annually, and whenever there is an indication that
the cash generating unit to which the goodwill

relates may be impaired.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment

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 income statement. An
impairment loss for goodwill is not reversed in
subsequent periods.

Excess of an acquirer’s interest in the net fair value
of an acquiree’s identifiable assets, liabilities and
contingent liabilities over cost (“discount on
acquisition”)

A discount on acquisition arising on an acquisition
of a subsidiary for which an agreement date is on
or after 1st January, 2005 represents the excess of
the net fair value of an acquiree’s identifiable assets,
liabilities and contingent liabilities over the cost of
the business combination. Discount on acquisition,
after reassessment, is recognised immediately in
profit or loss.

As explained in Note 2 above, all negative goodwill
as at 1st January, 2005 has been derecognised with
a corresponding adjustment to the Group’s retained
profits.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment

Property, plant and equipment, other than
construction in progress, are stated at fair values
less accumulated depreciation and accumulated

impairment losses.

Buildings, plant and machinery, office equipment
and motor vehicles held for use in the production
or supply of goods or services, or for administrative
purposes, are stated in the balance sheet at their
revalued amount, being the fair value at the date
of revaluation less any subsequent accumulated
depreciation and any subsequent accumulated
impairment losses. Revaluations are performed with
sufficient regularity such that the carrying amount
does not differ materially from that which would
be determined using fair values at the balance sheet
date. Any revaluation increase arising on revaluation
is credited to the asset revaluation reserve, except
to the extent that it reverses a revaluation decrease
of the same asset previously recognised as an
expense, in which case the increase is credited to
the consolidated income statement to the extent
of the decrease previously charged. A decrease in
net carrying amount arising on revaluation of an
asset is dealt with as an expense to the extent that
it exceeds the balance, if any, on the revaluation
reserve relating to a previous revaluation of that
asset. On the subsequent sale or retirement of a
revalued asset, the attributable revaluation surplus
is transferred to retained profits.

Depreciation is provided to write off the fair value
of items of property, plant and equipment, other
than construction in progress, over their estimated
useful lives and after taking into account of their
estimated residual value, using the straight-line
method.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment (continued)

An item of property, 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
income statement in the year in which the item is

derecognised.

Construction in progress are carried at cost, less
any identified impairment losses. Depreciation of
construction in progress commence when they are
available for use (i.e. when they are in the location
and condition necessary, for them to be capable of
operating in the manner intended by management).

Interest in an associate

The results and assets and liabilities of an associate
are incorporated in these consolidated financial
statements using the equity method of accounting.
Under the equity method, investment in an associate
is carried in the consolidated balance sheet at cost
as adjusted for post-acquisition changes in the
Group's share of the profit or loss and of changes
in equity of the associate, less any identified
impairment loss. When the Group’s share of losses
of an associate equals or exceeds its interest in
that associate (which includes any long-term
interests that, in substance, form part of the Group'’s
net investment in the associate), the Group
discontinues recognising its share of further losses.
An additional share of losses is provided for and a
liability is recognised only to the extent that the
Group has incurred legal or constructive obligations
or made payments on behalf of that associate.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

F=ZA=+—HIEFE Forthe year ended 31st December, 2005

Interest in an associate (continued)

Any excess of the cost of acquisition over the
Group’'s interest of the net fair value of the
identifiable assets, liabilities and contingent liabilities
of the associate at the date of acquisition is
recognised as goodwill. The goodwill is included
within the carrying amount of the investment and
is assessed for impairment as part of the investment.
Any excess of the Group’s interest of the net fair
value of the identifiable assets, liabilities and
contingent liabilities over the cost of acquisition,

after reassessment, is recognised in profit or loss.

Where a group entity transacts with an associate
of the Group, unrealised profits and losses are
eliminated to the extent of the Group’s interest in
the relevant associate.

Financial instruments

Financial assets and financial liabilities are
recognised on the 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. Transaction costs
directly attributable to the acquisition of financial
assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit
or loss.

Financial assets
The accounting policies adopted for the Group’s
financial assets are set out below.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

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 from third parties, short-term loans
receivable, deferred receivable, trade and other
receivables from minority shareholders) 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.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand
and demand deposits and are subject to an

insignificant risk of changes in value.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial liabilities and equity (continued)

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.

Financial liabilities

Financial liabilities including amount due to a
minority shareholder, dividend payable to minority
shareholders, borrowings, trade and other payables
are subsequently measured at amortised cost, using
the effective interest method.

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

issue costs.

Derecognition

Financial assets are derecognised when the rights
to receive cash flows from the assets expire or, the
financial assets are transferred and the Group has
transferred substantially all the risks and rewards
of ownership of the financial assets. On
derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum
of the consideration received and the cumulative
gain or loss that had been recognised directly in

equity is recognised in profit or loss.

For financial liabilities, they are removed from the
Group’s balance sheet (i.e. when the obligation
specified in the relevant contract is discharged,
cancelled or expires). The difference between the
carrying amount of the financial liability
derecognised and the consideration paid or payable

is recognised in profit or loss.
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4.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment (other than goodwill)

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, unless
the relevant asset is carried at a revalued amount
under another standard, in which case the
impairment loss is treated as a revaluation decrease
under that standard.

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, unless the relevant asset is carried at
a revalued amount under another standard, in which
case the reversal of the impairment loss is treated
as a revaluation increase under that standard.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the
weighted average cost method.

Revenue recognition
Revenue is measured at the fair values of the
consideration received or receivable and represents
amounts receivable for goods and services provided
in the normal course of business, net of discounts
and sales related tax.
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HE-TTAF+-A=1+—HIFE Forthe year ended 31st December, 2005

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition (continued)
Sales of goods are recognised when goods are
delivered and title has passed.

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.

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.

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.

The Group as lessee

Rentals payables 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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

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. Taxable profit differs from profit as
reported in the consolidated income statement
because it excludes items of income and expense
that are taxable or deductible in other years and it
further excludes income statement 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 base 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 and an associate, 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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HE-TTAF+-A=1+—HIFE Forthe year ended 31st December, 2005

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 profits 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 in 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.

Retirement benefits costs

Payments to Mandatory Provident Fund Scheme and
state-managed retirement benefit schemes are
charged as an expense as they fall due.

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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Foreign currencies (continued)

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. 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.

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.

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets if any, are capitalised as part of the cost of
those assets. Capitalisation of such borrowing costs
ceases when the assets are substantially ready for
their intended use or sale.

All other borrowing costs are recognised in profit
or loss in the period in which they are incurred.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting
policies, management makes various estimates
based on past experiences, expectations of the
future and other information. The key sources of
estimation uncertainty that may significantly affect
the amounts recognised in the financial statements
are disclosed below:

Estimated impairment on trade and other receivables
from third parties, trade and other receivables from
minority shareholders, and loans receivable
Management regularly reviews the recoverability
and/or aging of trade receivables, trade and other
receivables from minority shareholders and loans
receivable. Appropriate impairment for estimated
irrecoverable amounts are recognised in profit and
loss when there is objective evidence that the asset
is impaired.

In determining whether impairment loss is
recognised, the Group takes into consideration the
aging status and likelihood of collection. Specific
allowance is only made for receivables that are
unlikely to be collected and is recognised on the
difference between the estimated future cash flow
expected to receive discounted using the original
effective interest rate and its carrying value.

Depreciation

The Group's carrying value of property, plant and
equipment as at 31st December, 2005 was
approximately HK$454,270,000. The Group
depreciates the factory buildings on a straight-line
basis over the term of the relevant leasehold interest
in land or 25 years, if shorter. The Group depreciates
the plant and machinery on a straight-line basis
over the estimated useful life of five to twenty-five
years, commencing from the date the equipment is
placed into productive use. The estimated useful
life and dates that the Group places the equipment
into productive use reflects the directors’ estimate
of the periods that the Group intends to derive
future economic benefits from the use of the Group’s
property, plant and equipment.
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6.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s major financial instruments include
bank balances and cash, borrowings, loans
receivable, trade and other receivables from third
parties, trade and other receivables from minority
shareholders, amount due to a minority shareholder,
trade and other payables, and dividend payable to
minority shareholders. Details 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. Management manages and monitors
these exposures to ensure appropriate measures are

implemented on a timely and effective manner.

Credit risk

The Group's maximum exposure to credit risk in
the event of the counterparties failure to perform
their obligations as at 31st December, 2005 is the
carrying amount of those assets as stated in the
consolidated balance sheet. In addition, the
Company has concentration of credit risk on top
five major customers which accounted for
approximately 75% of the Group’s total revenue.
In order to minimise the credit risk, the management
of the Group has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-
up action is taken to recover overdue debts.

In addition, the Group reviews the recoverable
amount of each individual debtor at each balance
sheet date to ensure that adequate impairment
losses are made for irrecoverable amounts. In this
regard, the directors of the Group consider that
the Group’s credit risk is significantly reduced.

The credit risk on liquid funds is limited because
the counterparties are reputable banks.
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6. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Market risk

(i)

Foreign exchange risk

The Group operates in the PRC with most of
the transactions denominated and settled in
Renminbi (“RMB"). However, foreign
currencies, mainly United States dollars, Hong
Kong dollars and Euros dollars, are required
to settle the Group’'s expenses and
borrowings. In addition, RMB is not freely
convertible into other foreign currencies and
conversion of RMB into foreign currencies is
subject to rules and regulations of foreign
exchange control promulgated by the PRC
government. The Group currently does not
have a foreign currency hedging policy in
respect of foreign currency debts or
transactions. However, the management
monitors the related foreign currency
exposure closely and will consider hedging
significant currency exposure should the need

arise.
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FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Market risk (continued)

(i) FEE (i) Interest rate risk
REBzRARKELRETRE The Group’s income and operating cash flows
RAREELELRIMGHEZE are substantially independent of change in
B o AEERMEEE 2 AR market interest rate. The Group’s exposure to
REERITES  RHEWRE change in interest rate is mainly attributable
REZBEEE - to its bank balances, short-term loans

receivable and variable-rate borrowings.
7N £ (5 38 By 3 A ] A1) 3K ) The Group currently does not have any
B -EEFEEEAEER 2 interest rate hedging policy. The directors
Bk - WEFZAEEERY monitor the Group’s exposure on ongoing
) L B e basis and will consider hedging interest rate
risk should the need arise.
7. Wi REVENUE
Was o38N E W & Bz SRIEF Revenue represents the net amounts received and
DITEAR - receivable during the year and is analysed as
follows:

—EERE —ETNEF

2005 2004

TERT FHET

HK$'000 HK$'000

HEE M Sale of goods 1,378,226 1,185,407

TR B 75 AR 75 Interest income from the provision of
Fr & F B A financial services 1,860 2,038
RIELEFL 2 BHE  Rental income under operating leases
R RE S KA in respect of plant and machinery 1,086 1,086
1,381,172 1,188,531
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8.  BUSINESS AND GEOGRAPHICAL
SEGMENTS

Business Segments
For management purposes, the Group is currently
organised into two operating divisions — printing
and manufacturing of packaging products, and
distribution of products. These divisions are the basis
on which the Group reports its primary segment
information.

Segment information about these businesses is
presented below:

XBOM |
SEEME  AEEREXB D SMIE
SEHM  BRERNREERKESD
AR 3 SHEE mm o N 62 B B 70 Utk S AP
ENEEHEEH -
EBZEXEB 2 BREHZNAT ¢
-3 3 2005
HRIREE
BEER
Printing and
manufacturing
of packaging
products
BT
HK$'000
& REVENUE 350,225
3 | RESULT
EES Segment result 89,759
MEBA Interest income
KEB 7 AEXHEFE  Net unallocated corporate expenses
BA A Finance costs
3 UNGIE S Share of result of an associate
HERENTE hE Gain on disposal of an associate
HENBAR  Ma Gain on disposal of a subsidiary
KEmEEETHA Discount on acquisition
released to income 4,730
B 3t A A Profit before taxation
FEmEL Income tax expense
REERT Profit for the year
BEERRR BALANCE SHEET
-4 3 ASSETS
NEEE Segment assets 667,647
REBLEEE Unallocated corporate assets
DRBEE Consolidated total assets
af LIABILITIES
PEER Segment liabilities 67,542
REZ LEEE Unallocated corporate
liabilities
RRBERE Consolidated total liabilities
B gs OTHER INFORMATION
ERMAT Capital expenditures 116,685
nE  RERRHE Depreciation of property,
i | plant and equipment 22,461
BNRENRCEH Amortisation of prepaid
lease payments 551
MENE KER Loss on disposal of property,
s EE plant and equipment 1171
EWZE=-225%K5  Impairment of trade and other
REMERES 512 receivables from third parties,
RBRFREZAE deposits and prepayments 207

PHEER

Distribution
of products
AT
HKS'000

1,028,001

8,126

633

205,197

51,893

1,545

Rt

Others
TRT
HK$000
2,946

(651)

"
6,919

60,623

611

215
1,751

ag

Total
B
HK$'000

1,381,172

97,234
10,946
(14,922)
(17,728)

1

6,919
633

4,730

87,823
(13,254)

74,569

933,467
231,211

1,164,678

120,046

513,207
633,253

116,900
24,212
551
1,171

1,752
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8. XBRHMEDE (&) 8. BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)
¥%08E(E) Business Segments (continued)
ZTEEE 2004
Rk EE
BEER PHEER i an
Printing and
manufacturing
of packaging Distribution
products of products Others Total
BT TATL TET TATL
HK$'000 HK$'000 HK$'000 HK$'000
(&51)
(restated)
g REVENUE 329,802 855,605 3,124 1,188,531
ES | RESULT
EES Segment result 71,608 22,933 332 94,873
FEMA B Interest income 4168
ABBZEEXHFE  Netunallocated corporate expenses (13,817)
BEK A Finance costs (10,188)
=N+ Share of result of an associate (8,548) (8,548)
RENEBE R ZME  Gain on deemed disposal
of an associate 4,237 4,237
AHBERTHA Negative goodwill released
to income 189 189
B4 A 7 Profit before taxation 70,914
FEHT Income tax expense (9,693)
RER R Profit for the year 61,221
EEAER BALANCE SHEET
E ASSETS
PRAE Segment assets 545,129 217,630 26,972 789,731
S NCIPR 3 Interest in an associate 21,433 21,433
REBILEEE Unallocated corporate assets 162,155
GRBEE Consolidated total assets 973,319
g LIABILITIES
PEEE Segment liabilities 54,473 75,041 136 129,650
REBLEBE Unallocated corporate liabilities 371,906
GeUER Consolidated total liabilities 501,556
EtAH OTHER INFORMATION
BEAMRER Capital expenditures 43,345 244 1,235 44,824
mE - KERZE Depreciation of property,

& plant and equipment 17,973 25 1,596 19,594
HESH Amortisation of goodwill = = 2,304 2,304
BNRERTRZEH Amortisation of prepaid

lease payments 322 - - 322
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For the year ended 31st December, 2005

8. BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)

Geographical Segments

The Group’s operations are located in Hong Kong,
the PRC and Europe. Printing and manufacturing
of packaging products are carried out in the PRC
and distribution of products is carried out in the
PRC, Hong Kong and Europe.

The following table provides an analysis of the
Group's sales by geographical market, irrespective
of the origin of the goods/services:

RugmEEH s 2 HERS

Sales revenue by
geographical market

BR 86 Al % 7 2 & B
Contribution to
profit before taxation

—EEEF —EEEEF —EEREE —EEOEEF
2005 2004 2005 2004
THER FET FTERT FET
HK$'000 HK$'000 HK$’'000 HK$'000
(&E51)
(restated)
715,831 732,206 94,610 78,210
649,212 353,982 1,961 4,105
16,059 96,823 640 12,558
70 5,520 23 -
1,381,172 1,188,531
Unallocated corporate
expenses (2,224) (9,649)
Impairment of trade
and other receivables
from third parties,
deposits and
prepayments (1,752) -
Share of result of
an associate 11 (8,548)
Finance costs (17,728) (10,188)
Gain on deemed disposal
of an associate - 4,237
Gain on disposal of
an associate 6,919 -
Gain on disposal of
a subsidiary 633 -
Discount on acquisition/
negative goodwill
released to income 4,730 189
Profit before taxation 87,823 70,914
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8. ¥BRHMESHE () 8.  BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)

B (&) Geographical Segments (continued)
NTAEASEEECREABERDME - 1% The following is an analysis of the carrying amount
BREBBEZABEREEME 2 M of segment assets and additions to property, plant
HElD 2 and equipment, analysed by the geographical area

in which the assets are located:

SREEZREE ME BERREZIRE

Carrying amount Additions to property,

of segment assets plant and equipment
—EZRF —TTWF —EERF —TTWF
2005 2004 2005 2004
THET FET THET FET
HK$’000 HK$'000 HK$'000 HK$'000

(Z71) (Z71)
(restated) (restated)

H B PRC 864,019 694,228 116,685 43,352
BB Hong Kong 294,610 216,499 215 1,236
B Europe 4,651 44,955 - 236
Hith Others 20 16,324 - -
1,163,300 972,006 116,900 44,824
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Bl & Bl A 9. FINANCE COSTS
—EEREF —EETME
2005 2004
FTHERT FAT
HK$'000 HK$'000
FEETF B - Interest on:
RITEE—AR Bank borrowings wholly repayable
AFEFRNEHEE within five years 16,960 9,202
HER AR Other loans wholly repayable
hERNEZHEE within five years 768 986
17,728 10,188
E{hEE NTXEE 10. SHARE OF RESULT OF AN ASSOCIATE
—EERF —EETNEF
2005 2004
TET FAET
HK$'000 HK$'000
FEAG B & A R AR Share of result an of associate comprises:
B
FEAG B & A B& B Share of profit (loss) of an associate
(B518) 11 (6,244)
B iEimeEE 2 Amortisation of goodwill arising
G £ on acquisition = (2,304)
11 (8,548)
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11. FFBFH L H 11. INCOME TAX EXPENSE
—EERF —ETWF
2005 2004
FHET FAT
HK$'000 HK$'000
(E7))
(restated)
MIBELE The charge comprises:
BVEAR I8 - Current tax:
BEANFH Hong Kong Profits Tax = 398
RS PRC Enterprise Income Tax 12,186 8,345
Hh 5 E#E R Other jurisdictions = 136
12,186 8,879
PRI EMET PRC Enterprise Income Tax:
REFEREETE Underprovision in prior years - 9
12,186 8,888
IEIEFRLIB (M7 34) Deferred taxation (Note 34)
KEE Current year 1,068 805
BARAREWE Taxation attributable to the Company
NRIFFEAZTIE and its subsidiaries 13,254 9,693

BB MBI R E MR @ F € (f 51 FE 3
TS FIR17 5% 2 T RT & -

TREARMAESHIREBECRFEZ
MBARBHMZERREXTE -

RIEFBEBRAGRR - ARFE
TRRERBZETHEBRARERL
BEB AEBENFERTMEAR]
ERRBMTEEEMREH - KR =
FRAEFBRRBRATEEEMEHR
(MReBHE]) -

Hong Kong Profits Tax is calculated at 17.5% of
the estimated assessable profit for both years.

PRC Enterprise Income Tax is calculated at the

applicable rates relevant to the PRC subsidiaries.

Pursuant to the relevant laws and regulations in
the PRC, certain of the Company’s PRC subsidiaries
are entitled to exemption from PRC Enterprise
Income Tax for two years commencing from their
first profit-making year of operation and thereafter,
they are entitled to a 50% relief from PRC Enterprise
Income Tax for the following three years (”Tax
Holiday").
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INCOME TAX EXPENSE (continued)

The Tax Holiday for Yunnan Qiaotong Package
Printing Co., Ltd. (“Yunnan Qiaotong JV") expired
in 2000. However, pursuant to an approval received
from local tax authorities, Yunnan Qiaotong JV is
classified as one of the approved “Advanced
Technology Enterprise with Foreign Investment i
FIRESEERMAE X" Accordingly, Yunnan
Qiaotong JV is entitled to a preferential PRC
Enterprise Income tax rate of 15% up to 31st
December, 2005.

F=ZA=+—HIEFE Forthe year ended 31st December, 2005

The tax charge for the year can be reconciled to
the profit before taxation per the consolidated

income statement as follows:

—EERF —EENEF
2005 2004
TERT FET
HK$'000 HK$'000
(E7)
(restated)
B 5% B 4 A Profit before taxation 87,823 70,914
RiEA T E33% Tax at the applicable
(ZZZTWMF : 33%) tax rate of 33%
AEMHRIE (2004: 33%) 28,981 23,402
BERTKAZ Tax effect of income not taxable
W% & for tax purpose (4,634) (2,593)
TAMBREET 2 Tax effect of expenses not deductible
MBEE for tax purpose 2,861 804
ABERMIEBEELZ Tax effect of tax losses
M E not recognised 1,055 600
NG E - Tax effect of share of result of
HEEe an associate (4) 2,061
ETHEER A Effect of tax exemptions granted to
MR e E PRC subsidiaries (14,840) (12,848)
LA AERMIE  Tax effect of utilisation of tax losses
BEHEYE previously not recognised (165) (1,773)
REMAEERAZ  Tax effect of different tax rates of
ZHBARZHE subsidiaries operating in other
ERIBBRE jurisdictions = 31
BEFERETR Underprovision in respect of prior years = 9
FRZHEBESH Tax charge for the year 13,254 9,693
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12. NEFEEHEF 12. PROFIT FOR THE YEAR
—EE2AF —TENEF
2005 2004
TET FHET
HK$'000 HK$'000
(&E71)
(restated)
AN E s A 2 Rk Profit for the year has been arrived
(3t A) R3JIER : at after charging (crediting):
BIMA(BIEES  Staff costs including directors’

M) emoluments 32,370 27,950
RAKAE F 5t 2 Retirement benefits scheme

HE(BREES contributions (including contributions

H3K) to directors) 4,769 4.402
B THRA Total staff costs 37,139 32,352
% BT B Auditors’ remuneration 963 700
M - HREZE Depreciation of property, plant

ZHE and equipment 24,212 19,594
TEMNMEMNFKZ#E  Amortisation of prepaid lease payments 551 322
HEME  HER Loss on disposal of property, plant

Rz kB and equipment 1,171 2
JEUEE =& B S5 BEF Impairment of trade and other receivables

K b AR K - from third parties, deposits and

e REMNFKEAEZ prepayments (included in administrative

BE (BFF AT expenses)

F32) 1,752 -
BEIBE 2 A B U A Interest income on overdue debts (9,982) (3,920)
RAT B M A Bank interest income (964) (248)
EHRR/XEHZ Cost of inventories recognised

FE KA as an expense 1,258,550 1,074,598
P& 5 iz )5 58 Net exchange gain (included in

(Bt AE MU A) other income) (1,451) (849)

BREBARAE « —TTRFFH
KITH HOLDINGS LIMITED « ANNUAL REPORT 2005



ik B M &t

TTHF+-A=F—HIHFE Forthe year ended 31st December, 2005

13. EEREEZHE 13. DIRECTORS’ AND EMPLOYEES'
EMOLUMENTS
(a) EEM< (a) Directors’ emoluments
BEREN TR (ZEZTWN The emoluments paid or payable to each of
F9F)EZZEHEMT ¢ the 9 (2004: 9) directors were as follows:
it 2 53
2005
#ER  EY®  BEN  3EC RD IRE MWE  RER ERL &
Hui King  Yau Chau LamPing ~ NgChi  Tam Yuk
Chun, Min,  HuiBin  LiChun Wang Cheung, ~ Yeung,  Sang,
Andrew Paul Long Ren Zhoulin  FengWu Andrew  Simon  Sammy*  Total

TRrn TEn TEn fEr TEr  TEn TR fEr  TEn  TEn
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000 HKS'000  HKS'000  HK$'000  HKS'000

B Fegs - - 9 60 60 60 80 80 80 516
HEs - Other emoluments:
EMREMET Salaries and other
benefits 703 598 - 5 101 58 - - - 1518
BIRHG AL Retirement benefit
scheme contributions 1 1 - - 1 3 - - - 4
Heas Total emoluments 715 610 % 118 178 1M 80 80 80 208
“EERE
2004
R R0 SRS L BR IRE MRE  RER EME B
Hui King  Yau Chau LamPing  NgChi  Tam Yuk
Chun, Min, ~ HuiBin  LiChun Wang  Cheung,  Yeung, Sang,
Andrew Paul Long Ren  Zhoulin  FengWu  Andrew  Simon  Sammy*  Total

TR Thn TEr TEr TR TEn TEr TEr  TRT  TEn
HKS'000  HKS'000  HKE'000  HKS'000  HK$'000  HK§'000 HKS'000  HKS'000  HKE'000  HK$'000

ok Fees - - % 60 60 60 80 80 2 456
Efps - Other emoluments;
EMREMER Salaries and other
benefits 683 586 - - - 57 - - - 1326
RINEH A IR Retirement benefit
scheme contributions 1 12 - - - - - - - i
Hegs Total emoluments 695 598 % 60 60 17 8 8 0 1806
* BEER_ZETNFEARA=+= @ Tam Yuk Sang, Sammy was appointed on 23rd
BEZE- September, 2004
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13. EEREECME (& 13.

BREFHALZHS
ERRBRSHMZALT @
M(ZFEME : @) AE
¥ OAHBFENBALY -

BT=( (CFEMF : =)

—
©r

DIRECTORS" AND EMPLOYEES'
EMOLUMENTS (continued)

(b) Emoluments of highest paid individuals
The five highest paid individuals include two
(2004: two) directors, details of whose
emoluments are set out above. The

emoluments of the remaining three (2004:

ZEBmT three) individuals are as follows:
—EERF —ETNF
2005 2004
FHE T FHET
HK$'000 HK$'000
e kEMEF Salaries and other benefits 1,557 1,417
KRR R Performance related incentive payments 58 58
RIKE T8 Retirement benefits scheme contributions 36 36
1,651 1,511

BE_TTNELR_ZFTZERF+ A
=T—HLEFE AEERER AL
ERFMZAL(BRES) MH
T FREREMBASERNINER
SEE 78R REBUZEEE -
o BE—FTTNER_FFTRF
T-A=+—HLFE BEEER
REMNE -

FMAFTEEZ ABFHIAOT -

#r N Emoluments

i3 1,000,000 Not exceeding HK$1,000,000

During the years ended 31st December, 2004 and
2005, no emoluments were paid by the Group to
the five highest paid individuals, including directors,
as an inducement to join or upon joining the Group
or as compensation for loss of office. In addition,
during the years ended 31st December, 2004 and

2005, no directors waived any emoluments.

The number of these individuals who emoluments

fell within the following band are as follows:

BIAH
Number of staff
—EERF —EEME
2005 2004
3 3
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i B 14. DIVIDENDS
—EBhF —TTNEF
2005 2004
TET FHET
HK$'000 HK$'000
2 R S Interim, paid — HK1.8 cents
— & 1.88 1l (2004: HK1.5 cents) per share
—ZETPEF
FR1.5811) 4,819 4,015
R R EBAR B Final, proposed — HK7.2 cents
— & 7.281 (2004 final dividend: HK3.5 cents)
—ZETMF - RE  per share
IR B =R 3.5 1) 19,274 9,369
NS PIESHIN sy No special dividend has been proposed
—EENF (2004 special dividend: HK3.0 cents
RIRR B per share)
FP&3.0/E1) - 8,031
24,093 21,415

EEeEBRRE _TTRFERERE
BR72BMW (Z=ZME : 3.5%1)
EEAIKRESREEW(ZZZ N
F 2 3.080) - EMHAFKREERS
RITZBRRBERG FHER - A
1

it

5 ° meeting.

\r

The 2005 final and special dividends of HK7.2 cents
(2004: HK3.5 cents) and nil (2004: HK3.0 cents)
cents per share respectively have been proposed by
the Directors and are subject to approval by the

shareholders in the forthcoming annual general
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KITH HOLDINGS LIMITED * ANNUAL REPORT 2005



ik B B 5

BE-ZTTRF+-A=1T—HIFE Forthe year ended 31st December, 2005

15. BREAEF
REEZERARIREREARGEER
EARREERANTIRE LT 8URE

15.

EARNINGS PER SHARE

The calculation of the basic and diluted earnings

per share attributable to equity holders of the parent

Aty
=1
Ean

for the year is based on the following data:

—ETEE —TEmE
2005 2004
FER FAT
HK$'000 HK$'000
(E7))
(restated)
FRREARNEAER 2 ZF  Earnings for the purpose of basic
earnings per share 47,838 40,644
ERERABF Weighted average number of ordinary
T AR N shares for the purpose of basic
15 8 earnings per share 267,693,600 267,300,552
e il Effect of dilutive potential
-2 - ordinary shares
— R — warrants - 5,635,240
FREE R Weighted average number of ordinary
2 AR N HE shares for the purpose of diluted
5 earnings per share 267,693,600 272,935,792

BREBARAE « —TTRFFH
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15.

BRER (&)
EfBRREH2XE
AEESAHRRERNFAZEHEFH
RE2 R ESEHH _TTHF
R—_ZEENFERBERCEEITEM

R EEBHBIEFIFTEH R K
BEKTE  TRELABERELRR
BERMNITE

if

HERBT Figures before
adjustments
BITBREY Adjustments arising
Z B from changes in

accounting policies

Bk &7 As reported/restated

ik B M &

ZZTRFF+=ZA=+—HILFE Forthe year ended 31st December, 2005

15. EARNINGS PER SHARE (continued)

Impact of changes in accounting policies

Changes in the Group’s accounting policies during
the year are described in detail in Note 2. To the
extent that those changes have had an impact on
results reported for 2005 and 2004, they have had
an impact on the amounts reported for earnings
per share. The following table summarises that

impact on both basic and diluted earnings per share:

HEREAXBR2HE HERBERAI2EE
Impact on basic Impact on diluted
earnings per share earnings per share
—EERE —ETNE —EERF —ETNE
2005 2004 2005 2004
AL il Bl AL
HK cents HK cents HK cents HK cents
15.16 15.12 N/A RiE f 14.81
2.71 0.09 N/A FiE 0.08
17.87 15.21 N/A RiE R 14.89
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16. Y% - MBRRE 16. PROPERTY, PLANT AND EQUIPMENT
W& BAOE EE
BT R#E 4] B IR @it
Plant and Motor Office Construction
Buildings  machinery vehicles  equipment in progress Total

TET TER ThT ThEL TR TR
HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HK$'000

RAEAEE COST OR VALUATION
R-EEmE-f-H At 1st January, 2004

-RE25 - as originally stated 47,053 296,753 3,734 3,868 235 351643

~FMEBEEASETHR - adoption of HKAS 17 (6,473) = = - - (6,473)

-&J - as restated 40580 296,753 3,734 3,868 235 345,170
ERAE Currency realignment 45 316 3 3 = 367
KRB Acquired on acquisition

of business - 636 391 - 508 1,535
NE Additions 1924 11,751 2,654 510 26,450 43,289
e Transfer = 26,158 = = (26,158) =
BiERE Adjustment on revaluation  (7,120) (24,350 (1,261) (2,049) - (34,780)
HE Disposals = = = (5) = (5)
i s Rl At 1t January, 2005 35429 311,264 5,521 2307 1,035 355576
ERAE Currency realignment 817 7,025 93 36 23 7,994
KRB Acquired on acquisition
of business - 6,904 - 15 14,128 21,047

NE Additions 588 53,666 804 481 40314 95,853
B Transfer - 4,479 - - (4,479) -
HEHBA A Disposal of a subsidiary - - - (226) - (226)
it & Disposals = (1,729) (53) (76) - (1,858)
R-FERFT-A=+—H  At31st December, 2005 36,834 381,609 6,365 2,557 51,021 478,386
B Comprising:

KAE At cost - - - - 51,021 51,021

BE--ZF0F At valuation - 2005 36,834 381,609 6,365 2,557 - 427365

36,834 381,609 6,365 2,557 51,021 478,386
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16. Y% - HBREE (B 16. PROPERTY, PLANT AND EQUIPMENT
(continued)
HBE BAOE R
BT R#E 4] B IR @it
Plant and Motor Office Construction
Buildings  machinery vehicles  equipment in progress Total

ThER ThER TR T TR TR
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000

FERESH DEPRECIATION AND
AMORTISATION

N-ZEENF-A—H At 1st January, 2004

~RE25 - s originally stated 5,131 31,304 1,506 1,285 - 39,226

~RMEBEHENETE - adoption of HKAS 17 (799) - - - - (799)

- EJl - a5 restated 4332 31,304 1,506 1,285 = 38,427
EXRE Currency realignment 5 33 1 1 - 40
ENEE Provided for the year 1,954 16,232 642 766 - 19,594
ARy Eliminated on revaluation (6,291)  (47,569) (2,149) (2,049) = (58,058)
HEME Eliminated on disposals - - - (3) - 3)
R=Z228%-A—-H At st January, 2005 = = = = = =
EREE Provided for the year 2,255 20,131 1,062 764 = 24212
HEHBAF Disposal of a subsidiary = = = (26) = (26)
HEME Eliminated on disposals = (68) = 2) = (70)
RZZFRF+-FA=1+—H  At31st December, 2005 2,255 20,063 1,062 736 S 24,116
REFE CARRYING VALUES
WZEEREF-A=1t—H At 31st December, 2005 34,579 361,546 5,303 1,821 51,021 454,270
RZZEME+-B=+—0 At 31st December, 2004 35,429 311,264 5,521 2327 1,035 355,576
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16. Y% - HEBERERE (&) 16. PROPERTY, PLANT AND EQUIPMENT

LAmE - KERREZIHEBTIAE
BORE T FEMEFE -

(continued)

The above items of property, plant and equipment
are depreciated on a straight-line basis at the

following rates per annum:

EF BT HERERS 2 Buildings Over the term of the
FHIS25F (AE 5 relevant leasehold interest
EE%E) in land or 25 years,

R 5 Ko 1% 2% 4%ZE20%
B 20%
WNERME 20%

AEEZBFHM NG B A A
MEE L HEEZS

AEBZBT  BERBBARER
HBYEXMAEMTEIERIEE
RABELREREVEREEZTS
RZER_ZTTWNFE+_HA=+—H
EFEE- - HREREAESTRAR
EER_ZTTHNE+-_A=1t—HE
#ihE - AEBEREZEGBBRER
ANBEEEMRHE -

FA EFCRIEREGASBEIIERZ
AEBWE - WS MERE - LHEE
HEEXRARNGERZATFEEEZ
CRVEEAER -

whichever is shorter
Plant and machinery 4% - 20%
Motor vehicles 20%
Office equipment 20%

The Group’s buildings are situated in the PRC over
the leasehold interest in land under medium-term

leases.

The Group's buildings, plant and machinery and
motor vehicles were revalued by Norton Appraisals
Limited, an independent firm of professional valuers,
as at 31st December, 2004 by reference to market
evidence of recent transactions for similar properties
and assets. Office equipment was revalued by the
directors as at 31st December, 2004 on the same
basis. The Group's share of surplus arising on the
revaluation has been credited to the asset

revaluation reserve.

During the year, the directors conducted a review
of the Group’'s property, plant and equipment
carried at revalued amounts and have estimated
that the carrying amounts do not differ significantly
from which would be determined using fair values

at the balance sheet date.
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17.
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HE-TTAF+-A=1+—HIFE Forthe year ended 31st December, 2005
M= BBERRRE (E) 16. PROPERTY, PLANT AND EQUIPMENT
(continued)
MASEE s - WBERERECTE Had the Group’s property, plant and equipment,
FERIR) DEKAERZRENE other than construction in progress, been carried
PIRR - BIMIZE - HEE KRB E T at cost less accumulated depreciation, the carrying
7 AR - values of property, plant and equipment would have
been stated as follows:
“220% —TImE
2005 2004

RA&E  REHFE REE RAE  REHNE REfE

Accumulated Carrying Accumulated Carrying

Cost depreciation values Cost  depreciation values

TER TER TER TET TET TET

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

(Z71) (Z71) (Z31)

(restated) (restated) (restated)

BT (Z7) Buildings (restated) 51,554 7,824 43,730 50,966 6,793 44173

FiE R & Plant and machinery 396,185 63,416 332,769 335,613 47,569 288,044

B Motor vehicles 7,586 3,666 3,920 6,782 2,149 4,633

MAERME Office equipment 4,635 2,949 1,686 4,139 2,022 2,117

A EE K

AEEZENEE
NREHE

REBAFHRFE
2t HEE S

FhER AT AT

mBEE
FRBEE

459,960 77,855 382,105 397,500 58,533 338,967

17. PREPAID LEASE PAYMENTS

—BRRF —TTMF
2005 2004
FET FHET
HK$'000 HK$'000
The Group’s prepaid lease payments
comprises:
Leasehold interest in land under
medium-term in the PRC 18,897 7,995
Analysed for reporting purposes as:
Current assets 551 322
Non-current assets 18,346 7,673
18,897 7,995
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18. RBERT 2R B 18. INTEREST IN AN ASSOCIATE/AMOUNT
AN DUE FROM AN ASSOCIATE
—Z2ERF —ETNF
2005 2004
FER FHT
HK$'000 HK$'000
(E7))
(restated)
REE R Z2’E Cost of investment in an associate,
A - JEET unlisted - 34,572
FEAL UK B 15 B 18 Share of post-acquisition loss = (13,139)
- 21,433
il g /NE T Amount due from an associate = 12,690
B B N BRI B EIRR - R RE The amount due from an associate was unsecured,
BHEZ)ZBEEMNFEF E1.5%5 carried at variable-rate of prime rate plus 1.5% per
B UWEAR-—FRNERERE ZELHBEC annum and repayable within one year. The amount
REERBERR 2R TKBES was reclassified to short-term loans receivable as at
T RF+_A=+—HEFES 31st December, 2005 upon the completion of
ZEIE I E K o disposal of the interest in an associate.
R-ZZBEZENFE+_HA=+—H " st A As at 31st December, 2004, included in the cost of
RIS NT I BR A BRBAERE investment in an associate is goodwill of
BB R N T B AE A Y R e HK$25,063,000 arising on acquisition of an
. associate in prior years.
25,063,000/% JT °©
BREBERARF « —ZTHFFH
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REBE QR 2 ER
B NBIROR ()

HEEDMT

54
BC mE—A—BR
ZZERF—H—H
A& PR & 78 B 7% i & 248 BRI 96 355

i 85 2 et 3 (R Y at2)
Bk A T

F&ll%

AJH{ 4}]{

EE
=<

R-FTEE+-A=+-A

e
RZZZEWF—H—H
REEZHH
MERIELSHE QA

R=FEMF+=A=+—AR
K=EERF—A—A

S GECEE T R
B A (A 2E2)

R-ETEET-A=t-A

fREE
R-ZEZERF+-_H=t—H

R_EENF+-_A=1+—H

BEE-_TZENF+_A=+—H &

FE R

ik B M &t

ETEFT-AS+—AILEE

18. INTEREST IN AN ASSOCIATE/AMOUNT
DUE FROM AN ASSOCIATE (continued)
The movements of goodwill are as follows:
FET
HK$’'000
COST
At 1st January, 2004 and 1st January, 2005
34,572
Elimination of accumulated amortisation
upon the application of HKFRS 3 (see Note 2) (9,509)
Disposal of an associate (25,063)
At 31st December, 2005 —
AMORTISATION
At 1st January, 2004 3,072
Charge for the year 2,304
Eliminated on deemed disposal of an associate 4,133
At 31st December, 2004 and
at 1st January, 2005 9,509
Elimination of accumulated amortisation
upon the application of HKFRS 3 (see Note 2) (9,509)
At 31st December, 2005 —
CARRYING VALUES
At 31st December, 2005 -
At 31st December, 2004 25,063

For the year ended 31st December, 2005

Until 31st December, 2004, goodwill had been

BERISFHEE -

RZTEZTRF+-A+HAB A5H
B H & H 7 3togo Globalcom Limited
([3togol) 2 & EB24.26%E £ I tE T
—EZBUE=7 - KE®29,112,000
BILc ZRAR—RRRBEXHSE
A AR EEREREEA
AR o 2T & 815U z5477,668,000
BT o

amortised over a period of 15 years.

On 15th December, 2005, the Group disposed of
its entire 24.26% indirect equity interest in 3togo
Globalcom Limited (“3togo”), a company
incorporated in the British Virgin Islands and is
principally engaged in the provision of
telecommunication services, to an independent third
party, for a consideration of HK$29,112,000. The
disposal resulted in a gain of approximately

HK$7,668,000.
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19. NEGATIVE GOODWILL

ik B My &
BE-ZTTRF+-A=1T—HIFE Forthe year ended 31st December, 2005
19. EBHE

ES%

WEXEMELARR _TTOF
tT-A=t—Rz&H

J& 3 &8 B 75 i o 22 R 5B 35 By
THEER (RAE2)

FTET
HK$'000
GROSS AMOUNT
Arising on acquisition of business and
balance at 31st December, 2004 5,186
Derecognised upon the application of HKFRS 3
(see Note 2) (5,186)

R-ZZEZRFE+-_H=+—H

At 31st December, 2005 =

BREFWA RELEASED TO INCOME
REERR_ZTZTWF Released for the year and at
+—A=+—H&E# 31st December, 2004 (189)
JERBBIMHHREERFE39E  Derecognised upon the application of HKFRS 3
TBEER (R iE2) (see Note 2) 189
RZZEZRFT+_A=T—8 At 31st December, 2005 =
REE CARRYING AMOUNT
RZZEZRFT+_A=T—8H At 31st December, 2005 =
R_ZEEWMF+_A=+—H At 31st December, 2004 4,997

BREDERE_STNFHENE
N B REIN25% IR HE R W B R TS P E
£ BRBEUEREKR20F - B
WG T EEE 2 het TR EA
FHERZWA -HE_TTHEF+
A=t HIEFE  BRERHERX
ZEHELRFEAR189,000/E T °

FTEEEEERERE BN B REE
BIE3REBER_ZTZERAF—A—BT
BHER (ZHE2) -

The negative goodwill arose from the acquisition
of 25% additional equity interest in a subsidiary
and the acquisition of a business in 2004 and the
negative goodwill was released to income on a
straight-line basis of 20 years, representing the
estimated average useful life of the depreciable
assets acquired. The amount of negative goodwill
released to income statement for the year ended
31st December, 2004 was approximately
HK$189,000.

All negative goodwill was derecognised on 1st
January, 2005 upon the application of HKFRS 3 (see
Note 2).
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iE FE BB W K 1E 20. DEFERRED RECEIVABLE
—EERF —EENF
2005 2004
FE T FHET
HK$'000 HK$'000
1% AIE JiE WL 5K T8 Deferred receivable 25,452 =

BRI Z Carrying amount anlaysed for
BREE reporting purposes:

mEEE Current assets 10,480 =
IEMBEE Non-current assets 14,972 =
25,452 —

MN_ZEZRE+-A+HB  A£HE
& E R 3togoz 2 B IR HEE - R
B7329,112,000/& T * &H2,911,200
I AR & T - 26,200,800/ 7T
AlgHERREA D ARG L FFR
X BEEBKKRER_SZTREF T+
A=+t HZBREGBFLOAR
25,452,000 7T © hREE] B B
HERBAEAITEZRAKRRERER
ERFHNES%HE -

E=RR BENGERKRRITMS
MEFFEZRARRSREFTEZEL
JE U TR I8 2 1 F B B AR FE BR T (E A8

4+

o

On 15th December, 2005, the Group disposed of
its entire indirect equity interest in 3togo for a
consideration of HK$29,112,000, of which an
amount of HK$2,911,200 was settled in cash and
HK$26,200,800 is to be repaid in five equal half-
yearly instalments starting from the date of disposal.
The present value of the deferred receivable at 31st
December, 2005 is estimated at approximately
HK$25,452,000, based on discounting the
estimated future cash flows at the effective interest
rate of 5% per annum at the date of signing the

sales and purchase agreement.

The directors consider the fair value of the deferred
receivable, by discounting their future cash flows
at the prevailing market rate at the balance sheet
date, approximates the corresponding carrying

amount.
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&

BHFEREMKMm

For the year ended 31st December, 2005

Raw materials

Work in progress

Trading inventories and finished goods

22. BEWE=FZFEBEZERIRHE

fib FE U R K

I

Al & RN

AEBETHESEP 2REHATY
H30RE0RTE - BERE=EEH
R R EH A EWARR - 5T REBHAK
ERERERE S RXER
283,768,000/ T (ZE T I F :
281,399,000/ 7T) * B AR 2 BRie

pa i N

60H A Within 60 days

61 -90H A Within 61 - 90 days
90H I More than 90 days

AEBREKE=FLZHRRNEME
WEFR -_ZZAF+ _A=+—H
ZAVPEEEARZEEERS &
W R 30 00 R AR B A T 2 W BRUAE fe] )
B RRRIRBEREEE HRAEH
FRREEMEMIO%ETE °

C

Rl

21.

22.

INVENTORIES
—EERF —EENF
2005 2004
FET FAT
HK$'000 HK$'000
65,715 72,192
7,700 12,051
4,591 8,678
78,006 92,921

TRADE AND OTHER RECEIVABLES
FROM THIRD PARTIES, DEPOSITS AND

PREPAYMENTS

The Group allows an average credit period of 30 to
90 days to its trade customers. Included within trade
and other receivables from third parties, deposits
and prepayments are trade receivables balance of
HK$283,768,000 (2004: HK$281,399,000), the
aged analysis of this balance is as follows:

—EERF —ETTF
2005 2004
FHExT FAT
HK$'000 HK$'000
165,347 197,486
40,512 35,633
77,909 48,280
283,768 281,399

The fair values of the Group’'s trade and other
receivables from third parties at 31st December,
2005 approximate their corresponding carrying
amounts. No interests is charged on trade
receivables which are within the credit period.
Thereafter, interest is charged at prime rate plus
10% per annum on the outstanding trade balance.
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23.

24.

BRLERREZRAK
H ftb F& U Bk =X

AEEGETLOHERREZRERATHH
30BE90B T - RIWPHBRRE S

ERREMERERBEERKE SE
ﬂ,\\uﬁﬁm,oz&ooo;%ﬁ(:%@%mi :
13,519,000/ 7T) * AL ERZ BRiR D
Moy

608 A Within 60 days
90BN E More than 90 days

AEEEUWDBBIRE 5HRK R EM
RUREANR _—_ZZERF T _A=1+—
BzrVrEEEARZERERS

EHEWE K

TTHF+-A=F—HIHFE Forthe year ended 31st December, 2005

23. TRADE AND OTHER RECEIVABLES
FROM MINORITY SHAREHOLDERS

The Group allows an average credit period of 30 to
90 days to the minority shareholders. Included
within trade and other receivables from minority
shareholders are trade receivables balance of
HK$18,028,000 (2004: HK$13,519,000), and the

aged analysis of this balance is as follows:

—EREF —TEmE
2005 2004
FHT THR
HK$'000 HK$'000
16,256 11,693
1,772 1,826
18,028 13,519

The fair values of the Group’'s trade and other
receivables from minority shareholders at 31st
December, 2005 approximate their corresponding

carrying amounts.

24. SHORT-TERM LOANS RECEIVABLE

—EERF —EENF

2005 2004

FET FET

HK$'000 HK$'000

F%EHQEEE\% Fixed-rate loans receivable 1,000 -
e U % B Variable-rate loans receivable 27,617 7,790
28,617 7,790

HE-_ZTZTRF+_A=+—BEZ
$§m¢+:ﬂ:+f5¢¢r§* N

EECZFBRKZEERDNZREZESR
7F'J—7‘F?JD1 5%t & °

For the year ended 31st December, 2005 and 31st
December, 2004, all of the Group’s variable-rate
loans receivable carry interest at prime rate plus
1.5%.
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24. RHEWER (&)

o RZEERFE+ZR=+—
B A£BEAERTEEEF1,000,000
BT DIE2%FE (ZEZWMF -
;) o

R_ZEZRE+-_A=+—80 " B—
% 513,000,000/ 7T 2 EWF B E K
DE-—BEYEZETERERER
HN - BREETRER T FEUR B SRET S H 3K
Bt o

25. BITEHBRRES
BIRBRALOEAEBRfEEY
BeLEEHHMAA=@EARNTY
BHRITER - RSEEYEEMER
NFERE -

26. ERESERREMEN
BR X
FERT B 5 8RR R H b JE - BR SR B 4T JE
8 SRR #297,792,0008 T (=
T P4 ¢ 114,390,000 7T) © A B4
BRZEREBEOMAT :

60H A Within 60 days
61 -90H K Within 61 — 90 days
90H KA & More than 90 days

AF+=A=+—HZAF

AN e B 5 ER K E A RS BR K
RZZEZ
EHREEEZREEERS -

24.

25.

20.

SHORT-TERM LOANS RECEIVABLE
(continued)

In addition, the Group has a fixed-rate loans
receivable of HK$1,000,000 which carries interest
at 2% as at 31st December, 2005 (2004: nil).

As at 31st December, 2005, except for one variable-
rate loans receivable of HK$3,000,000 that is
secured by legal charge on a property, no other
collateral agreement has been entered into in
respect of the remaining loans receivable.

BANK BALANCES AND CASH

Bank balances and cash comprise cash held by the
Group and short-term bank deposits with an original
maturity of three months or less. The carrying
amount of these assets approximates their fair value.

TRADE AND OTHER PAYABLES

Included within trade and other payables are trade
payables balance of HK$97,792,000 (2004:
HK$114,390,000), the aged analysis of this balance
is as follows:

—EERF —ETME
2005 2004
FET THET
HK$'000 HK$'000
(E31)

(restated)

83,928 102,150
358 192

13,506 12,048
97,792 114,390

The fair values of the Group’s trade and other
payables at 31st December, 2005 approximate their

corresponding carrying amounts.
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BE

RITER
ERER B E R

EMER—ZETE
FFE4.536%
(ZZTWE :
4.698%) &t &

i
— B
i

KT 5 EI R 2 88
ZEE

—FAANHRAEER
—FALEBETEBR
&

ER=EE-
o —F AR
JItERB BIR

—F &2

WITERBIE—24111,253,000%8
T (ZZEPIEE : 28,156,000/87T) 2
EEER AR —FREERE  LER
—EERF+_A=+—BNTF1.6%
£6.0% 2 ERFENEFE (ZEZEM
F o FHME1A4%E4.1%) °
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BE-ZTRAF+-A=t+—HLEE

27. BORROWINGS

—¥%IF

Bank loans
Trust receipt loans

Other loans — interest bearing at
fixed interest rate of 4.536%
(2004: 4.698%) per annum

Analysed as:
— secured
— unsecured

The maturity of borrowings is as follows:

On demand within one year
More than one year but not exceeding
two years

Total borrowings
Less: Amount due within one year shown

under current liabilities

Amounts due after one year

2005
TER
HK$'000

228,416
255,104

483,520

483,520

483,520

483,520

438,353

45,167

483,520

(438,353)

45,167

For the year ended 31st December, 2005

—ETNF
2004
FHET
HK$'000

131,543
195,381

326,924

19,913

346,837

19,003

327,834

346,837

295,670

51,167

346,837

(295,670)

51,167

Bank loans included an amount of approximately
HK$111,253,000 (2004: HK$28,156,000) were
fixed-rate borrowings and repayable within one year
which carry interest ranged from effective interest
rates of 1.6% to 6.0% per annum (2004: 1.4% to
4.1% per annum) as at 31st December, 2005.
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27. fBE (&)
i - K& B B F EEE
117,163,000 7T (= & T W 4 -
103,387,000/ 7T) - IREBRITRZE
FWEIMI%ZE13%E - RZZTZTH
F+-_A=1+—8 EBRFNENT
1.8%Z%E53% (=T MME : FF|x
1.49%%E1.9%) - MEREGAEEE

T& o

a

FEEWBRER—REBFNIEERHH
BEABEARNEER  BRITHISHE
FHE o EREBIBRE R 2 FHERF A
KU E1.6%253% (ZTZMEF : F
FR1A%ZE1.9%) °

E=RR
++

= o

EEZREEREAFEMR

—EERF

+=—A=+—8H 2005

RITERK

EERIEE
R EF

+=-A=+—8© 2004

RITER

EEREE R

H th & 5K

THAF+ZA=1+—HILFE Forthe year ended 31st December, 2005

Bank loans

Bank loans

Other loans

27.

As at 31st December,

Trust receipt loans

As at 31st December,

Trust receipt loans

BORROWINGS (continued)

In addition, the Group has variable-rate borrowings
of HK$ 117,163,000 (2004: HK$103,387,000),
which carry interest ranging from HIBOR rate plus
1% to 1.3% and the effective interest rate ranging
from 1.8% to 5.3% per annum (2004: 1.49% to
1.9% per annum) as at 31st December, 2005.
Interest rates are repricing monthly.

Trust receipt loans were normally repayable within
six months from the date the loans were raised
and carried at prevailing market interest rate. The
average effective interest rate on trust receipt loans
approximately 1.6% to 5.3% per annum (2004:
1.4% to 1.9% per annum).

The directors consider that the carrying amounts of
borrowings approximate their fair values.

The Group’s borrowings that are denominated in
currencies other than the functional currencies of
the relevant group entities as follows:

AR® BT AT et
RMB EUR HK$ Total
T T FIT TAT
‘000 ‘000 ‘000 HK$'000

115,800 - 117,163 228,416

- - 255,104 255,104
115,800 - 372,267 483,520
- 2,650 99,196 131,543
- - 195,381 195,381
21,205 - - 19,913
21,205 2,650 294,577 346,837
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28. AMO

{ZE-FTRF+-A=1+—HILFE Forthe year ended 31st December, 2005

UNT DUE TO A MINORITY

SHAREHOLDER

The amount due to a minority shareholder is carried

at fixed-rate at 4.689% per annum, unsecured and

repayable on demand. The fair value of this amount

approx

imates its carrying amount.

29. DIVIDEND PAYABLE TO MINORITY
SHAREHOLDERS

The fa

ir value of this amount approximates its

carrying amount.

b NG/NICT N 30. SHARE CAPITAL OF THE COMPANY
K& EE o]
Number of
shares Amounts
FET
HK$'000
FREMBO0.10H T2 EBEK Ordinary shares of HK$0.10 each
SETE Authorised:
RZZETMHEF— At 1st January, 2004,
—ZEENER EE¢ 31st December, 2004
+=ZA=+— El and 2005 1,000,000,000 100,000
BEITRBRBKRK Issued and fully paid:
R-_ZEEM&E—HF—H At 1st January, 2004 266,255,600 26,626
TERRER (K1) Exercise of warrants (Note) 1,438,000 143
RZZEZEWF+—A=+—H" At 31st December, 2004,
e el =% Tst January, 2005 and
“ETRF+-A=1+—H 31st December, 2005 267,693,600 26,769

Mt BEZZTENF+—A=+—
HIEFE  1,438,00013 RAX4E
FIE2.208 T 2 BISEIT(E -
BEARRARZITEREMEC10
BT 2 LA 1,438,0000% © F
NEETZRNEZERZRE
BROESEFTEAZAREE

E o

Note:

During the year ended 31st December, 2004,
1,438,000 ordinary shares of HK$0.10 each in
the Company were issued upon the exercise of
1,438,000 warrants at a price of HK$2.20. The
shares issued during the year rank pari passu
with the then existing shares in all respects.
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*ETE‘EE(\\:%i—E/_\H:"T'ﬂEl;ﬁ%”_
ZCEARABNEZFEEZLBBIRE
B ADQAHLEREA R R AEE
EREEARN _TEZT -+ AXNE%R
FIARRARIRREBECHZREATZES
BARAKREE 108 T 2 i —
MRIHERE - & 2£53,200,0001) B R
85585 117,040,000/ 7T 2 R AR 42 &
Eé TT-FLtA+—RA%T-8H

RiEZFHRTELRHBEAERN - 7IH
BFITRBMEBEE—_TTWNFEA=1+H
(BiEEREMXR) LEHARE A 0] R iR
ML REEBER2.208 T (A FHAE)
UNRERBE—RARBZHKRNG -

PIERTEZABREZER -—FTFTN
FARA=+tHE® -

TTHF+-A=1+—HIFE Forthe year ended 31st December, 2005

31.

WARRANTS

Pursuant to a resolution passed at a board of
directors’ meeting of the Company held on 29th
June, 2001, a bonus issue of warrants on the basis
of one warrant for every five shares of HK$0.10
each held by shareholders on the register of
members of the Company as at 6th July, 2001 was
approved. A total of 53,200,000 units of warrants
with an aggregate subscription amount of
HK$117,040,000 were issued on 11th July, 2001.
Each warrant confers rights to the registered holder
to subscribe for one new share of the Company in
cash at an initial subscription price of HK$2.20 per
share, subject to adjustment, at any time from the
date of issue to 30th June, 2004 (both days

inclusive).

All unexercised warrants expired on 30th June,
2004.
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BEARARR=ZZTEE_FRA+HA
ROZBRRBAFRE - NRAIHMNE
RR#ET & ([5%5T8l)) © ZTElzEE
EMDRHEE2EERNEEMIEZ
BRME SRR WER 2 —
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(BREBYINITES) RAKE M
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EM S Eskage i AL B BR KIE
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EREHTRAZ1% -

ERTZERELANRH B HER
30A R - BERRAEL N SHER
BB  BREAINREBHER
H B H+F iRz B HRE R E AR
T - REARLBERER T8
ARERETEMRITEE - 7TEE
PELIRTI=Fz2h&sE : (MK
R EE AR B B X P 2 Wi
B ¢ (iR B ER L B B A B A
R BB R 2 FH W E - Kiii)
AP EE -

B AERAAKEE SR RET
—A=t—B - LEFUHETARE
1% 7 BB AR

32.

ik B M &t

HE-TTAF+-A=1+—HIFE Forthe year ended 31st December, 2005

SHARE OPTION SCHEME

The Company’s share option scheme (the “Scheme”)
was adopted pursuant to the annual general
meeting of the Company held on 15th May, 2002
for the primary purpose of providing incentives to
selected participants for their contribution to the
Group, and will expire on 14th May, 2012. Under
the Scheme, the Board of Directors of the Company
may grant options to all directors of the Company
(including independent non-executive directors) and
any full-time/part-time employees of the Group, and
any participants from time to time determined by
the Board of Directors as having contributed or may
contribute to the development and growth of the
Group to subscribe for shares in the Company.

The total number of shares in respect of which
options may be granted under the Scheme is not
permitted to exceed 10% of the shares of the
Company in issue at any point in time. The number
of shares in respect of which options may be
granted to any individual is not permitted to exceed
1% of the issued share capital of the Company for
the time being.

Options granted must be taken up within 30 days
from the date of grant, upon payment of HK$1 per
each grant of option(s). Options may be exercised
at any time from the date of grant to the 10th
anniversary of the date of grant. In each grant of
options, the Board of Directors may at its discretion
determine the specific exercise period and exercise
price. The exercise price shall not be less than the
highest of (i) the closing price of shares on the
Stock Exchange on the date of the offer of grant;
(ii) the average closing price of shares on the Stock
Exchange for the five trading days immediately
preceding the date of the offer of grant; and (iii)
the nominal value of the shares.

No option has been granted under the Scheme since
its adoption up to 31st December, 2005.
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CEBERESRHEBES HESDBIR
AR REEZHBARRETEE
B R KRR - BERBR GRS
EEHORBEMRYL - RE[PEAR
ﬁl%ﬁ&ﬁﬁ%ﬁﬁﬁW1Zﬁ
HEGERBFRECRE @ &%
m%%?%%T%W“MF$IM“
EBZERNBRARIZER  MiEE
2 A BERHE IR A EE %
EMBRBIZER o

HibFEHIEHNPREEEEB A
FAMEARI TUEMEz ERERE
% o

EXRFRBIIEE-NANANFETEH
BERER KRB ZWE QR RN
EEEANARRETHBEEMET
BRI EEMEZZR °

b=

IZI

TTHF+-A=1+—HIFE Forthe year ended 31st December, 2005

33.

RESERVES

The enterprise expansion fund and reserve fund are
set up by subsidiaries established and operated in
the PRC by way of appropriation from the profit
after taxation in accordance with the relevant laws
and regulations in the PRC. Pursuant to the
“Accounting Regulations of the People’s Republic
of China for Enterprises with Foreign Investment”,
if approvals are obtained from the relevant
government authorities, the enterprise expansion
fund can be used to increase the capital of the
relevant PRC subsidiaries and the reserve fund can
be used in setting off deficit or to increase the

capital of the relevant PRC subsidiaries.

Other reserve represents the amount of the
enterprise expansion fund capitalised by the relevant
PRC subsidiaries.

The capital reserve represents the difference
between the nominal value of the shares of the
acquired subsidiaries and the nominal value of the
Company's shares issued for the acquisition at the

time of the group reorganisation in 1998.
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RZEERE—F—H At st January, 2004,

HE-TTAF+-A=1+—HIFE Forthe year ended 31st December, 2005

34. DEFERRED TAXATION

The following are the major deferred tax liabilities
and assets recognised by the Group and movements

thereon during the current and prior reporting

periods:
nE BER mE
REEM REARE REFE Hith g
Revaluation

of property, Accelerated
plant and tax Tax
equipment depreciation losses Others Total
TEL T TERL TEL TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

REZ5 as originally stated 7,730 10,492 (1,424) (259) 16,539
SHBREH FE Effects of changes in accounting

(BHfa3) policies (see Note 3) (692) = = = (692)
-EJ - as restated 7,038 10,492 (1,424) (259) 15,847
ERRKEERNR Charge (credit) to the income

(Gt A) statement for the year - 1,879 (1,210) 136 805
FRREENR Charge to equity for the year 3373 = = - 3373
R-ZZRE—F—H At lstJanuary, 2005

£ as restated 10,411 12,371 (2,634) (123) 20,025
ERRKEERNR Charge (credit) to the income

(Gt A) statement for the year = 956 (436) 548 1,068
FRREENR Charge to equity for the year 612 = = - 612
R=BBLE At 31st December, 2005

tZA=+-H 11,023 13,327 (3,070) 425 21,705
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REERBRZ2IME - & THEE
RABERABEDEYH - UTAME
B R AR 2 B RIB RSO

THAF+ZA=1+—HILFE Forthe year ended 31st December, 2005

34.

BEERIBEE Deferred tax liabilities
FEEFRIBE E Deferred tax assets

RZZETRF+_A=+—H K&
E 2 KRB AMIEEER19,577,00078
T ( ZZFZ M4 : 16,880,000 7T) °
A REE SRR G R o BT IBE E
3,070,000 5t (Z T T W £
2,634,000 7T) B stz A B A T I8 S
19,012,000 T (Z T 0 &
16,436,000/ 7T) M1E L MR ° BHRK
BETEABEERN  MAKBERBKT
565,000 7t (ZZ PO : 444,000
BIL)BREERBEEE - HR AR
MEERTAFENBHZEBTET
(ZZZ M : 260,000 L) Bt A
BRBIEREENR o Hih &8 0] &R 5
f

DEFERRED TAXATION (continued)

For the purposes of balance sheet presentation,
certain deferred tax assets and liabilities have been
offset. The following is the analysis of the deferred

tax balances for financial reporting purposes:

—EERF —ETTNF
2005 2004
FET FET
HK$'000 HK$'000
(E3l))

(restated)

23,083 21,338

(1,378) (1,313)
21,705 20,025

At 31st December, 2005, the Group has unused
HK$19,577,000 (2004:
HK$16,880,000) available for offset against future
profits. A deferred tax asset amounting to
HK$3,070,000 (2004: HK$2,634,000) has been
recognised in respect such losses of HK$19,012,000
(2004: HK$16,436,000). No deferred tax asset has
been recognised in respect of the remaining
HK$565,000 (2004: HK$444,000) due to the

unpredictability of future profit streams. Included

tax losses of

in recognised tax losses are losses of nil (2004:
HK$260,000) that will expire in five years from the
year of assessment. Other losses may be carried

forward indefinitely.
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35.
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HE-—_TERE

B

ACQUISITION OF BUSINESSES

On 30th June, 2005, the Group acquired a 65%
equity interest in Auhui Qiaofeng Package Printing

F=ZA=+—HIEFE Forthe year ended 31st December, 2005

Co., Ltd. at a consideration of approximately
HK$32,925,000. The acquisition has been
accounted for using the purchase method. The fair
value of the Group’s share of the identifiable assets,
liabilities and contingent liabilities of Anhui
Qiaofeng Package Printing Co., Ltd. at the date of
acquisition, in aggregate, amounted to
approximately HK$49,097,000. The excess of fair
value over the cost of acquisition represented the
discount on acquisition credited to the consolidated

income statement for the year.

On 31st October, 2005, the Group acquired a 60%
equity interest in BT IXEBEEREER
Al through its 60% owned subsidiary at a
consideration of approximately HK$4,324,000. The
acquisition has been accounted for using the

purchase method.
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BE-ZTTRF+-A=1T—HIFE Forthe year ended 31st December, 2005
35. WIBEHK (&) 35. ACQUISITION OF BUSINESSES
(continued)
RRXBHPAWEZEEFRERMESL The net assets acquired in the transactions, and
ZWBFTmAT the discount on acquisition arising are as follows:
ERmEIL
RYBERE ¥oa%
MRBERAR BREFELR
Auhui Qiaofeng Package
Printing Co., Ltd.
it
W% ATE
YFREE APESE  AFE  ATE SRREF -TEWE
Acquiree’s
carrying
amount before  Fair value Fair values
combination adjustments Fair values Fair values 2005 2004

Tér  TEr TExR  TEzr  TER  TER
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000

(Hiet)
(Note)
B EEZBE:  Netassets acquired:
mE - BERXE Property, plant and equipment 13,666 292 13,958 7,089 21,047 1,535
ERHENR Prepaid lease payments 2,779 8,269 11,048 = 11,048 5,617
FE Inventories - - - 1,028 1,028 1,269
ENEZERR Trade and other receivables
Hofth M B 5% - - - 1,985 1,985 -
RTEHRRRE Bank balances and cash 24,933 - 24,933 175 25,108 =
ENESRAR Trade and other payables
H it AT B (7) - (7) (1,601) (1,608) (282)
RORE Bank loans = = - 1,729) (1,729) =
ERHEAE Deferred tax liabilities = (835) (835) = (835) =
41,371 7,726 49,097 6,947 56,044 8,139
SURRER Minority interests (11,442) (2,623)  (14,065) -
WEMZEHZWA  Discount on acquisition
released to income (4,730) - (4,730) (2,317)
32,925 4,324 37,249 5,822
BREZAATM: Total consideration satisfied by:
B Cash 32,925 4,324 37,249 5,822
KEREEZRS Net cash outflow arising on
M acquisition:
BENRERE Cash consideration paid 32,925 4324 37,249 5,822
B zBREREEY  Cash and equivalents acquired (24,933) (175)  (25,108) =
7,992 4,149 12,141 5,822
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35.
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BE-—TTR.
BE_ZTH

ACQUISITION OF BUSINESSES
(continued)

F=ZA=+—HIEFE Forthe year ended 31st December, 2005

Note: The carrying amounts of net assets of B
BIFHBEEREM DT acquired before

combination approximate their fair values.

The discount on acquisition arising on the
acquisition of subsidiaries is contributed to the fact
that the carrying amount of leasehold interest in

land acquired was well below its fair market value.

The subsidiaries acquired contributed approximately
HK$392,000 and recorded a loss of HK$1,075,000
to the Group’s turnover and profit for the year,
respectively, during the year between the dates of

acquisition and the balance sheet date.

Had the acquisitions been completed on 1st January
2005, total group revenue and profit for the year
would have been HK$1,381,172,000 and
HK$74,165,000 respectively. This proforma
information is for illustrative purposes only and is
not necessarily an indication of the revenue and
results of the Group that would actually have been
achieved had the acquisitions been completed on
1st January, 2005, nor is it intended to be a

projection of future results.
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WS B 2 |

ETERFNA-THHE AEH
& H R Espace IT B.V. ([ESPACE]) Z
BEZT—BBIALT REA
800,000/ JT ° ESPACER HH& B H &
R-ZZEZWNF+_A=+—HBHZEE

N
8

K EE X

36. DISPOSAL OF A SUBSIDIARY

On 24th June, 2005, the Group disposed of its
entire interest in Espace IT B.V. (“"ESPACE"), to an
outsider for a consideration of HK$800,000. The
net assets of ESPACE at the date of disposal and at
31st December, 2004 were as follows:

FEMT
—ETHF —TTE
AB=+MAH +=A=+—8
24th June, 31st December,
2005 2004
FET FTAT
HK$'000 HK$'000
HEZEEFE: NET ASSETS DISPOSED OF:
ME  HMERERE Property, plant and equipment 200 211
w7 Inventories - 413
EWE 5 BR A& Trade and other receivables
H b FE IR 3K 47,189 48,069
BITEBRES Bank balances and cash 150 526
BREZERR Trade and other payables
H A T BR X (47,372) (44,563)
167 4,656
& 2 s Gain on disposal 633
BRE Total consideration 800
XRAR : Satisfied by:
B& Cash 800
HEMELEZRE Net cash inflow arising on disposal:
TMAFE
ReERE Cash consideration 800
HEZRTHEHKIRE  Bank balances and cash disposed of (150)
650
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36.

37.

38.

EERF+-_A=T—HLEE

DISPOSAL OF A SUBSIDIARY
(continued)

For the year ended 31st December, 2005

During the year, ESPACE recorded a loss of
approximately HK$274,000 (2004: profit of
HK$484,000) to the Group’s profit for the year and
net decrease in operating cash flow of
approximately HK$376,000 (2004: HK$505,000) to

the Group’s cash flows.

MAJOR NON-CASH TRANSACTIONS

In December 2005, the Group disposed of its entire
interest in 3togo, an associate to an independent
third party, for consideration of HK$29,112,000 of
which HK$2,911,200 was paid in cash upon the
signing of the sales and purchase agreement. The
remaining balance was unpaid as at 31st December,
2005. At 31st December, 2005, the amount due
from 3togo of approximately HK$12,690,000 was
reclassified to short-term loans receivable upon this

disposal.

CONTINGENT LIABILITIES

The Group had no significant contingent liabilities

at the balance sheet date.
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39. WEMANERE 39. OPERATING LEASE COMMITMENTS
AEBERAEA The Group as lessee
BEBELEHY AL RIEFREF Minimum lease payments paid under operating
A XA 2 & K7 & 518 /494,000 leases in respect of office premises during the year
T (ZZE T4 : 830,000/ L) © amounted to approximately HK$494,000 (2004:
HK$830,000).
REER  AEBRUTHRERERZ At the balance sheet date, the Group had
TR BUBEE RO BEREI 2 RK commitments for future minimum lease payments
xEEERENT : under non-cancellable operating leases which fall
due as follows:
—EZhHF —ZETWF
2005 2004
TET FAET
HK$’000 HK$'000
—FR Within one year 521 470
F_EERF In the second to fifth years
(BRERMF) inclusive 1,644 1,549
HBBATF Over five years 2,402 2,723
4,567 4,742
KEHARBEREAESERESTHA Operating lease payments represent rentals payable
EMEEN2EE  c HAOTLERNE by the Group for certain of its office premises.
B FHEEIR8F - HMEHM ZHE Leases are negotiated for an average term of 8
& NE o years and rental are fixed throughout the lease
period.
BREBERAR « —ZTTOLEFH
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ZZTRFF+=ZA=+—HILFE Forthe year ended 31st December, 2005

REMBHOERE (B) 39. OPERATING LEASE COMMITMENTS
(continued)
AEEERAEHBAA The Group as lessor
RERFTRI 2 BE R #EHE KA Plant and machinery rental income earned during
71,086,000 T (ZZEE M F the year was approximately HK$1,086,000 (2004:
1,086,000/ 7T) © T8 BAM = & i 28 ] HK$1,086,000). The plant and machinery are
EFEFN  BREF1% 20 expected to generate rental yields of 11% per
WeFMAEREZHERKEAEEMN annum on an ongoing basis. All of the plant and
PHERBERRERE - machinery held have committed tenants for the next
year.
REEH  AEBEEHEHHKA At the balance sheet date, the Group had minimum
1,801,000 & (Z T T I F lease receipts of approximately HK$1,801,000
1,815,000 7T) ° KM AU AR (2004: HK$1,815,000), which represent rentals
SEBRBEAITIUELEELN 2 HE receivable by the Group for their plant and
RgRmERcEE  ZETAHUE machinery under non-cancellable operating leases
KEBROBREEB R —FANE which fall due within one year after the balance
e sheet date.
BARERE 40. CAPITAL COMMITMENTS
=t L34 —TEms
2005 2004
FET FH&ET
HK$'000 HK$'000
U HE W 3 - HEes Capital expenditure in respect of
Bl the acquisition of property,
BEARAMRAS plant and equipment contracted
BETAERR but not provided in the
RAEBRBEE consolidated financial statements 10,270 42,121
U HE W 3 - HEes Capital expenditure in respect of
M the acquisition of property,
BEARAMAS - plant and equipment authorised
BEEEERETL but not contracted for 1,491 =
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BE-ZTTRF+-A=1T—HIFE Forthe year ended 31st December, 2005

41.

42.

BKHEE 41,

R-ZEEME+-_F=+—H K&
EREES £/529,454,0008 T 2 &
T - MBERRHEDERTRT
EARAREEMERITEEZREZ A
MERERAFERR -

iR K18 R 5T & 42.

AEECRARRLEFTEMNB AR
ZBERERREEE —HRHMER
Berrd TREBZEAFHFEZ
5% - Rt B2 BEEFMRIER
ABEHZEES  BAKEZEEDH
FA -

EREEEXB M BRRIEGEAEZM
—EmRB BT BFHEEE 8
HHERAKREFTE  WEAREBEEZER
¥1®220%%E23%1T%FE - WA BAERNK
P EIHER - AR E LR KE G E
ZEEERERFEMRN -

REER - XERESZEEGHR
AR AR KA A 5T &I Al BE AR
FERREE R 2K -

PLEDGE OF ASSETS

As at 31st December, 2004, certain of the Group’s
property, plant and equipment with an aggregate
carrying value amounting HK$29,454,000 were
pledged to banks for banking facilities granted to
the Group. Such security was released during the

current year.

RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund
Scheme for all qualifying employees of the Company
and its subsidiaries in Hong Kong at the rate of
5% of the basic salaries of their employees. The
assets of the schemes are held separately from those

of the Group, in funds under the control of trustees.

The subsidiaries operating in the PRC are required
to participate in a defined contribution retirement
scheme organised by relevant local government
authorities and contribute to the retirement scheme
at rates ranging from 20% to 23% of the basic
salaries of their employees. The only contribution
of the Group with respect to the retirement benefit

plan is to make the specified contributions.

At the balance sheet date, there were no forfeited
contributions in respect of employees leaving the
retirement benefits schemes before they were fully
vested in the contributions and which were available
to reduce the contributions payable by the Group

in future years.
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43.

FAEALXRS
A5 B 72 6 U SRS A LT
mF

BEALER

Name of related parties

ERMEBRBETHERE
(Kt &ta)

Finance Bureau of Zhaotong
City, Yunnan Province
(Note a)

ERITEAS

BRAF (K iEb)
3togo.com Limited (Note b)

Hiit -

() EmERBEMMBBNERDRE
BEEEARAR([EMEEE
EER)CEEEMN - EMBE
BEEEBRBEARRMBARZ

30% A% 48 °

(b) MERTEAMBERABATEH
A Bt & A 7] 3togo Globalcom
Limitedz 2 &M B A A -

AEEEFEATIR _FTTAF T
A=+ —BZHRBEEFRBARBEFE
DHIBNGEEEERBRMEME23

28529 -

TZ

ik B M &t

B

HE-—_TERE

F=ZA=+—HIEFE Forthe year ended 31st December, 2005

43. RELATED PARTY TRANSACTIONS

During the year, the Group had transactions with

the related parties as follows:

REHE —EERF —EENF
Nature of transactions 2005 2004
FER FET
HK$°000 HK$'000
rEBEENNZHES
Rental paid by the Group 96 94
AN B UWER 2 A 2 A
Interest income received by
the Group 855 455
Notes:
(@) Finance Bureau of Zhaotong City, Yunnan

Province, is the supervisory unit of Yunnan

Zhaotong stated-owned Asset Administration
Company Limited (“YZSAACL"). YZSAACL holds
a 30% equity interest in a subsidiary of the

Company.

(b) 3togo.com Limited is a wholly-owned subsidiary

of 3togo Globalcom Limited, a former associate

of the Group.

Details of the Group’s outstanding balances with

the related parties at 31st December, 2005 are set

out on the consolidated balance sheet and Notes
23, 28 and 29.
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iR B K &
BE-ZTTRF+-A=1T—HIFE Forthe year ended 31st December, 2005
44, AR RzEERA@ER 44. BALANCE SHEET OF THE COMPANY
ARRRBGHEERAZEERBERD The balance sheet of the Company at each of the
™ balance sheet dates are as follows:
—EERF —EENF
2005 2004
oN=3 F#B T THET
Note HK$'000 HK$'000
kRBEE Non-Current Assets
REB AR Z&E Investments in subsidiaries 44,088 44,088
REBEE Current Assets
A N NGIE @] Amounts due from subsidiaries 553 121,618
Hib U FIE « 5T&  Other receivables, deposits and
NSEENE G prepayments 108,227 1,302
RITHEB LIRS Bank balances and cash 357 243
109,137 123,163
REBAEE Current Liabilities
H fth JE < 5K IR Other payables 850 750
FERT BB R B B Amount due to subsidiaries = 13,216
850 13,966
REBEEEE Net Current Assets 108,287 109,197
152,375 153,285
B AR #E Capital and Reserves
fig A& Share capital 26,769 26,769
1 Reserves (a) 125,606 126,516
152,375 153,285
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44, KRBz EEEBER(

Hiit -

(a) &

R-_ZFZMF—H—H
BOIROMEL 2 EE

A E R R
2 S

RZZTTRF
B=+—H

NRQAZEMEAR BT IEKith
LimitedZ iR & BRRE & RE AR
AIBAZSAZBHERARRARE—
NANFETEBSHEEREE
THEBAWEmMEITZARRRKRG

ZHEEMEZZR -

ik B M &t

F+-A=+—AILER

=), 44.
(continued)
Note:
(a) Reserves
RGEE BB
Share Contributed
premium surplus
FET FHET
HK$'000 HK$'000
At 1st January, 2004 87,029 29,509
Premium arising from issue
of shares 3,020 -
Profit for the year - -
Dividend paid - -
At 31st December, 2004
90,049 29,509
Profit for the year - -
Dividend paid = -
At 31st December, 2005
90,049 29,509

For the year ended 31st December, 2005

R & 5 Al
Retained
profits
FHET
HK$'000

28,332

(21,374)

6,958
21,309
(22,219)

6,048

BALANCE SHEET OF THE COMPANY

et

Total
FAT
HK$'000

116,538

3,020

28,332
(21,374)

126,516
21,309
(22,219)

125,606

The contributed surplus of the Company
represents the difference between the
consolidated shareholders’ funds of Kith Limited
at the date on which they were acquired by

the Company, and the nominal amount of the

Company'’s shares issued for the acquisition at

the time of the group reorganisation in 1998.
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K o (&)

REARZE-NN-FRRDER
(REFT) » ARBZEHABRIK
AEDIK - A - AREET5I
BRT AR BB GRIRAZ K
BEIRSORN RS HELEMTD

K

(@) HAREERIERMNK
BREEERIMENZ

RIE %

(b) HEEZAZREEIRN
HRE - BBITRARRK

174 (B B 2 4870

R-_BEERF+_A=+—8 "
AR A R AR RO B 2 EE L
/35,557,000 L (ZZE =Y

£ : 36,467,000/ 1) ©

TTHF+-A=1+—HIFE Forthe year ended 31st December, 2005

44, KRBz EERBEBR (&)

44.

BALANCE SHEET OF THE COMPANY
(continued)

Note: (continued)

Under the Companies Act 1981 of Bermuda
(as amended), the contributed surplus account
of the Company is available for distribution.
However, the Company cannot declare or pay
a dividend, or make a distribution out of

contributed surplus if:

(a) it is, or would after the payment be,
unable to pay its liabilities as they

become due; or

(b) the realisable value of its assets would
thereby be less than the aggregate of
its liabilities and its issued share capital

and share premium account.

The reserve available for distribution by the
Company to the shareholders as at 31st
December, 2005 is approximately
HK$35,557,000 (2004: HK$36,467,000).
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45.

TEMBARAZESR

AZTEMBRARZERMT :

EMRL/
WEARARE RRE
Place of
incorporation/
Name of subsidiary registration
ZHEEREDF ke
BRAA (K1)
Anhui Qiaofeng Package PRC
Printing Co., Ltd. (Note 1)
XEERBRAA &t
Ever Honest Industries Limited Hong Kong
YEREBRAA &t
Gainful Investments Limited Hong Kong
ERERRA Bk
Good Cheers Limited Hong Kong
Grand Vista Investments RERAES
Limited? British Virgin Islands
RBRSXORERAR e
(Hizt1)
Harbin Gaomei Printing PRC
Company Limited
(Note 1)
Kith Commulink Limited? RERAES

British Virgin Islands

BREEFRAA &t
Kith Credit Limited Hong Kong

ik B M &t

HE-TTAF+-A=1+—HIFE Forthe year ended 31st December, 2005

45. PARTICULARS OF PRINCIPAL
SUBSIDIARIES

Particulars of the principal subsidiaries of the

Company at 31st December, 2005 are as follows:

BRARMR
EERRE/
i fA Bt 2 BRT/ERRRES L TEER
Issued and
fully paid
ordinary
share capital/ Percentage of issued/
registered capital registered capital Principal activities
AR7/ ARE
WEDEME ik
Held by  Attributable
the Company/ to the
subsidiaries Group
% %
6,380,000% 1T 65 65 HEIRRERRER
596,380,000 65 65 Printing and
manufacturing
of packaging products
2B 100 100  REERK
HK$2 100 100 Investment holding
2B 100 100  REERK
HK$2 100 100 Investment holding
2B 100 100  REERK
HK$2 100 100 Investment holding
4XT 100 100  REERK
Us$4 100 100 Investment holding
2,500,000% T 80 80 HRIRRERRER
US$2,500,000 80 80 Printing and
manufacturing of
packaging products
1T 100 100  REERK
Us$1 100 100 Investment holding
4B 100 100  REHBRE
HK$4 100 100 Provision of

financial services
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ik B My &

For the year ended 31st December, 2005

45. T ENBRAREZEH (&)

WEARER

Name of subsidiary

BHETAERAA

Kith Electronics Limited

Kith Limited*

BREABEERAA
Kith OE Limited

BRERERAA

Kith Resources Limited

BREEARAR
Kith Supplies Limited

Prime View Investments

Limited*

ERRL/
B

Place of
incorporation/
registration

&b
Hong Kong

RERLES
British Virgin Islands

&t
Hong Kong

&k

Hong Kong

&b
Hong Kong

RERLES
British Virgin Islands

FHERLEORARAT  ©F

(K1)

Yunnan Qiaotong Package

PRC

Printing Co., Ltd. (Note 1)

45. PARTICULARS OF PRINCIPAL

SUBSIDIARIES (continued)

BRARMRE
EBRBK/
R A

Issued and

fully paid
ordinary

share capital/
registered capital

4T
HK$4

4XT
Us$4

4B
HK$4

4T

HK$4

4T
HK$4

4XT
Us$4

18,000,000 7

US$18,000,000

BRT/EMBABDL

Percentage of issued/
registered capital

RAR/ ARE
WEDEME ik
Held by  Attributable

the Company/ to the
subsidiaries Group
% %

100 100

100 100

100 100

100 100

100 100

100 100

100 100

100 100

100 100

100 100

100 100

100 100

60 60

60 60

IEEHR

Principal activities

PHETEH
Distribution of
electronic components

REER
Investment holding

HEEE

Leasing of assets

BEING
RUHBRS

Provision of financial
services to group
companies

PHEMER

Distribution of
miscellaneous
products

REER

Investment holding
IRRREERKER
Printing and

manufacturing of
packaging products
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45. T ENBRAREZEH (&)

HRAL/
WEARER Bt E
Place of
incorporation/
Name of subsidiary registration
ERTRIVOBEER e
BERA (Hi2)
(Note 2) PRC

ERBARIRRARAA P

(Hfzt2)
(Note 2) PRC
RANBYIBERAT ke
(Hizt2)
Zhaotong Xingiao Printing PRC

Co., Ltd. (Note 2)

# TEEEE(MAFERESA
2R RSB A T

NEII

RABEZFAKith Limited 2 #2 ©
btz A E R B AR R &
KA -

ik B M &

TTHF+-A=F—HIHFE Forthe year ended 31st December, 2005

45. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (continued)

BRARMR
LERRE/

i IR 2

Issued and

fully paid
ordinary

share capital/
registered capital

ARH7,500,0007

RMB7,500,000

AR #830,0007

RMB830,000

AK%6,200,0007

RMB6,200,000

BRA/EMRABIL  TEEH

Percentage of issued/

registered capital Principal activities
N AEH
il PR ik
Held by  Attributable
the Company/ to the
subsidiaries Group
% %
60 3  HRRRERREM
60 36 Printing and
manufacturing
of packaging
products
70 42 REHDRREHRE
70 42 Provision of printing
and design services
100 60 HRRRERRER
100 60 Printing and

manufacturing
of packaging products

Companies operate principally in Hong Kong
instead of in their respective places of

incorporation/establishment.

The Company directly holds the interest in Kith

Limited. All other interests above are indirectly held

by the Company.
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i B M

BE-ZTTRF+-A=1T—HIFE Forthe year ended 31st December, 2005

45. FEWMBRARAZEHR (&) 45. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (continued)

Bt - Notes:

(1) ZERARARRPEKL 2RI (1) These companies are sino-foreign equity joint
EEAREDRE - ventures established in the PRC.

(2) ZPrBARRFEKZIZEBERAD (2)  The company is a limited liability company
A o established in the PRC.

it BB AT ERESEERNE None of the subsidiaries had any debt securities

MEEREEANDATEZEBRE subsisting at the end of the year or at any time

75 o during the year.

FREJNESFRAETEFZERERK The above table lists the subsidiaries of the

FEEEIBRAEBFEREEAET Company which, in the opinion of the directors,

BXIELMZARNTMB AR - S principally affected the results of the Group for the

iz WEH 2B AR S - year or formed a substantial portion of the net

EEEHBRITE - assets of the Group at the end of the year. To give

details of all the subsidiaries would, in the opinion
of the directors, result in particulars excessive

length.
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