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1 Significant accounting policies

(a)

(b)

Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs") which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting
Standards (“HKASs") and Interpretations issued by the
Hong Kong Institute of Certified Public Accountants
("HKICPA™), accounting principles generally accepted
in Hong Kong and the requirements of the Hong Kong
Companies Ordinance. These financial statements also
comply with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited. A summary of the
significant accounting policies adopted by the Group
is set out below.

The HKICPA has issued a number of new and revised
HKFRSs that are effective or available for early adoption
for accounting periods beginning on or after 1 January
2005. Information on the changes in accounting
policies resulting from initial application of these new
and revised HKFRSs for the current and prior
accounting periods reflected in these financial
statements is provided in note 2.

Basis of preparation of the financial statements
The consolidated financial statements for the year
ended 31 March 2006 comprise the Company and its
subsidiaries (together referred to as the “Group”) and
the Group’s interest in associates.

The measurement basis used in the preparation of the
financial statements is the historical cost basis except
as set out in the accounting policies below.
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Significant accounting policies

(continued)

(b) Basis of preparation of the financial statements

(c)

(continued)
The preparation of financial statements in conformity
with HKFRSs requires management to make

judgements, estimates and assumptions that affect the

application of policies and reported amounts of assets,
liabilities, income and expenses. The estimates and
associated assumptions are based on historical
experience and various other factors that are believed
to be reasonable under the circumstances, the results
of which form the basis of making the judgements
about carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results
may differ from these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the
estimate is revised if the revision affects only that
period, or in the period of the revision and future
periods if the revision affects both current and future
periods.

Judgements made by management in the application
of HKFRSs that have significant effect on the financial
statements and estimates with a significant risk of
material adjustment in the next year are discussed in
note 37.

Subsidiaries and controlled enterprises

A subsidiary, in accordance with the Hong Kong
Companies Ordinance, is a company in which the
Group, directly or indirectly, holds more than half of
the issued share capital, or controls more than half
the voting power, or controls the composition of the
board of directors. Subsidiaries are considered to be
controlled if the Company has the power, directly or
indirectly, to govern the financial and operating
policies, so as to obtain benefits from their activities.

An investment in a controlled subsidiary is consolidated
into the consolidated financial statements, from the
date that control commences until the date that control
ceases.
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1T EESFTHEE 1 Significant accounting policies

(#&) (continued)

(c) WBArARZEHLTX(F) (c) Subsidiaries and controlled enterprises (continued)
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Intra-group balances and transactions, and any
unrealised profits arising from intra-group transactions,
are eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting from
intra-group transactions are eliminated in the same
way as unrealised gains, but only to the extent that
there is no evidence of impairment.

Minority interests at the balance sheet date, being the
portion of the net assets of subsidiaries attributable to
equity interests that are not owned by the Company,
whether directly or indirectly through subsidiaries, are
presented in the consolidated balance sheet and
statement of changes in equity within equity,
separately from equity attributable to the equity
shareholders of the Company. Minority interests in the
results of the Group are presented on the face of the
consolidated profit and loss account as an allocation
of the total profit or loss for the year between minority
interests and the equity shareholders of the Company.

Where losses applicable to the minority exceed the
minority’s interest in the equity of a subsidiary, the
excess, and any further losses applicable to the
minority, are charged against the Group's interest
except to the extent that the minority has a binding
obligation to, and is able to, make additional
investment to cover the losses. If the subsidiary
subsequently reports profits, the Group’s interest is
allocated all such profits until the minority’s share of
losses previously absorbed by the Group has been
recovered.

In the Company’s balance sheet, an investment in a
subsidiary is stated at cost less impairment losses (see
note 1(k)).
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Significant accounting policies

(continued)

(d) Associates

An associate is an entity in which the Group or
Company has significant influence, but not control or
joint control, over its management, including
participation in the financial and operating policy
decisions.

An investment in an associate is accounted for in the
consolidated financial statements under the equity
method and is initially recorded at cost and adjusted
thereafter for the post acquisition change in the
Group’s share of the associate’s net assets. The
consolidated profit and loss account includes the
Group's share of the post-acquisition, post-tax results
of the associates for the year, including any impairment
of goodwill relating to the interests in associates
recognised for the year (see notes 1(e) and 1(k)).

When the Group's share of losses exceeds its interest
in the associate, the Group’s interest is reduced to nil
and recognition of further losses is discontinued except
to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf
of the associate. For this purposes, the Group’s interest
in the associate is the carrying amount of the
investment under the equity method together with the
Group's long-term interests that, in substance, form
part of the Group’s net investment in the associate.

Unrealised profits and losses resulting from transactions
between the Group and its associates are eliminated
to the extent of the Group’s interest in the associate,
except where unrealised losses provide evidence of an
impairment of the asset transferred, in which case they
are recognised immediately in the consolidated profit
and loss account.

In the Company’s balance sheet, its investments in
associates are stated at cost less impairment losses
(see note 1(k)).
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1 Significant accounting policies

(continued)

(e) Goodwill

()

Goodwill represents the excess of the cost of a business
combination or an investment in an associate over the
Group's interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill is allocated to cash-generating units
and is tested annually for impairment (see note 1(k)).
In respect of associates, the carrying amount of
goodwill is included in the carrying amount of the
interest in the associate.

Any excess of the Group’s interest in the net fair value
of the acquiree’s identifiable assets, liabilities and
contingent liabilities over the cost of a business
combination or an investment in an associate is
recognised immediately in the consolidated profit and
loss account.

On disposal of a cash generating unit or, an associate
during the year, any attributable amount of purchased
goodwill is included in the calculation of the profit or
loss on disposal.

Other investments in debt and equity securities
The Group’'s and the Company’s policies for
investments in debt and equity securities, other than
investments in subsidiaries and associates are as
follows:

Investments in securities held for trading are classified
as current assets and are initially stated at fair value.
At each balance sheet date the fair value is remeasured,
with any resultant gain or loss being recognised in the
profit and loss account.

Dated debt securities that the Group and/or the
Company have the positive ability and intention to hold
to maturity are classified as held-to-maturity securities.
Held-to-maturity securities are initially recognised in
the balance sheet at fair value plus transaction costs.
Subsequently, they are stated in the balance sheet at
amortised cost less impairment losses (see note 1(k)).
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Significant accounting policies

(continued)

()

(9)

Other investments in debt and equity securities
(continued)

Investments in equity securities that do not have a
quoted market price in an active market and whose
fair value cannot be reliably measured are recognised
in the balance sheet at cost less impairment losses
(see note 1(k)).

Investments are recognised/derecognised on the date
the Group and/or the Company commits to purchase/
sell the investments or they expire.

Investment properties

Investment properties are land and/or buildings which
are owned or held under a leasehold interest (see
note 1(j)) to earn rental income and/or for capital
appreciation.

Investment properties are stated in the balance sheet
at fair value. Any gain or loss arising from a change in
fair value or from the retirement or disposal of an
investment property is recognised in the profit and loss
account. Rental income from investment properties is
accounted for as described in note 1(t)(ii).

When the Group holds a property interest under an
operating lease to earn rental income and/or for
capital appreciation, the interest is classified and
accounted for as an investment property on a
property-by-property basis. Any such property interest
which has been classified as an investment property is
accounted for as if it were held under a finance lease
(see note 1(j)), and the same accounting policies are
applied to that interest as are applied to other
investment properties leased under finance leases.
Lease payments are accounted for as described in
note 1().



1T TESFHHBE

(%)

(h)

HMYX BERRME
ATHWE  BEIRRKEER IR
AR & REHTE RRER R (2
B ES IR RREEAER
AEE

- BREKLBEEFAEN LR
T FVETF  M&FE LM
REFTHHEHEREZNAAE
BN EEEMBRIBILT
B G BRFNEREBELEE
SRBEEER (2HMIEE
")

- REELHPRHEIRNE
FoMRBFHNRIAEEA
HEAEMMABESE T HOR
nEBEIRAAE &

- HiBmENMEREHER -

Wt REFHEEREDE -
AIRAREKRAENEREE BN
RAEE-

RmBEAFHEHRERE - ARBEK
BEEEEMASRHNELS
FPERIF16W (W% - BFE k¥
72| HBOABIHIMRE - MEFEHA
THEEFHREVENAAE
BIMEZEF LW EBFREZEA
HANESRA - ERZAER
MZELWRBFREERARE
BERREEMIREG DK AR
ERFTERRERBEIE M
BV TEERRFEER -

BEILEDNE  BELRXEM
EENKEREEAG LSRR
BFREZEYNE  BELARE
MEEEECFANEREE AN
HEAHERERERANER -
ERARENEGHRH S HEMR
BEBRARERDLENREREN o

Bt B ¥R R M A

Notes on the Financial Statements
(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

Significant accounting policies

(continued)

(h) Other property, plant and equipment

The following items of property, plant and equipment
are stated in the balance sheet at cost less accumulated
depreciation and impairment losses (see note 1(k)):

— land held under operating leases and buildings
thereon, where the fair values of the leasehold
interest in the land and buildings cannot be
measured separately at the inception of the lease
and the building is not clearly held under an
operating lease (see note 1()));

—  buildings held for own use which are situated on
leasehold land, where the fair value of the building
could be measured separately from the fair value of
the leasehold land at the inception of the lease; and

—  other items of plant and equipment.

Where land and buildings are transferred from
investment properties, cost represents the fair value
at the date of change in use of the properties.

In preparing these financial statements, the Group has
relied upon the provisions set out in paragraph 80A of
HKAS 16 “Property, plant and equipment” issued by
the HKICPA, with the effect that the fair value of
investment property transferred to land and buildings
in prior years has been treated as the deemed cost of
those land and buildings at the date of transfer. Such
previously revalued land and buildings have not been
revalued to fair value at the balance sheet date and
are stated at deemed cost less accumulated
depreciation and impairment losses and will not be
revalued in future years.

Gains or losses arising from the retirement or disposal
of an item of property, plant and equipment are
determined as the difference between the net disposal
proceeds and the carrying amount of the item and are
recognised in the profit and loss account on the date
of retirement or disposal. Any related revaluation
surplus is transferred from the revaluation reserve to
retained profits upon retirement or disposal.
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Significant accounting policies

(continued)

(h) Other property, plant and equipment (continued)

(i)

Depreciation is calculated to write off the cost of items
of property, plant and equipment, less their estimated
residual value, if any, using the straight-line method
over their estimated useful lives as follows:

Leasehold land is depreciated on a straight-line
basis over the remaining term of the lease.

— Buildings situated on leasehold land are
depreciated over the shorter of the unexpired term
of the lease and their estimated useful lives, being
no more than 50 years after the date of
completion.

—  Plant and machinery over 10 years.

— Leasehold improvements, motor vehicles,
furniture and equipment between 2 to 10 years.

Where parts of an item of property, plant and
equipment have different useful lives, the cost or
valuation of the item is allocated on a reasonable basis
between the parts and each part is depreciated
separately. Both the useful life of an asset and its
residual value, if any, are reviewed annually.

Intangible assets (other than goodwill)
(i) Trademarks

Trademarks acquired by the Group with an
indefinite estimated useful economic life are
stated in the balance sheet at cost less
accumulated impairment losses (see note 1(k)).
Expenditure on internally generated brands is
recognised as an expense in the period in which
it is incurred.
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Notes on the Financial Statements
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1 Significant accounting policies

(continued)

(i)

)

Intangible assets (other than goodwill) (continued)

(ii)

(iii)

Licences

Licences acquired by the Group with a finite
estimated useful economic life are stated in the
balance sheet at cost less accumulated
amortisation and impairment losses (see note 1(k)).

Amortisation of licences is charged to the profit
and loss account on a straight-line basis over the
period to which the licence relates.

Lease premiums

Lease premiums paid by the Group with an
indefinite estimated useful economic life are
stated in the balance sheet at cost less
accumulated impairment losses (see note 1(k)).

Both the period and method of amortisation and any
conclusion that the useful life of an intangible asset is
indefinite are reviewed annually.

Leased assets

(i)

Classification of assets leased to the Group

Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. Leases which do
not transfer substantially all the risks and rewards
of ownership to the Group are classified as
operating leases, with the following exceptions:

—  property held under operating leases that
would otherwise meet the definition of an
investment property is classified as an
investment property on a property-by-
property basis and, if classified as investment
property, is accounted for as if held under a
finance lease (see note 1(g)); and
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1 Significant accounting policies

(continued)

(j) Leased assets (continued)

(i)

(ii)

Classification of assets leased to the Group
(continued)

- land held for own use under an operating
lease, the fair value of which cannot be
measured separately from the fair value of a
building situated thereon at the inception of
the lease, is accounted for as being held
under a finance lease, unless the building is
also clearly held under an operating lease.
For these purposes, the inception of the lease
is the time that the lease was first entered
into by the Group, or taken over from the
previous lessee.

Assets acquired under finance leases

Where the Group acquires the use of assets under
finance leases, the amounts representing the fair
value of the leased asset, or if lower, the present
value of the minimum lease payments, of such
assets are included in fixed assets. Depreciation is
provided at rates which write off the cost or
valuation of the assets over the term of the relevant
lease or, where it is likely the Group will obtain
ownership of the asset, the life of the asset.
Impairment losses are accounted for in accordance
with the accounting policy as set out in note 1(k).
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Notes on the Financial Statements
(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

Significant accounting policies

(continued)

(j) Leased assets (continued)
(iii) Operating lease charges

Where the Group has the use of assets held under
operating leases, payments made under the leases
are charged to the profit and loss account in equal
instalments over the accounting periods covered
by the lease term, except where an alternative basis
is more representative of the pattern of benefits
to be derived from the leased asset. Lease
incentives received are recognised in the profit and
loss account as an integral part of the aggregate
net lease payments made. Contingent rentals are
charged to the profit and loss account in the
accounting period in which they are incurred.

The cost of acquiring land under an operating
lease is amortised on a straight-line basis over the
period of the lease term except where the
property is classified as an investment property.

(k) Impairment of assets

(i)

Impairment of investments in debt and equity
securities and other receivables

Investments in debt and equity securities and
other current and non-current receivables that are
stated at cost or amortised cost are reviewed at
each balance sheet date to determine whether
there is objective evidence of impairment. If any
such evidence exists, an impairment loss is
determined and recognised as follows:
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1 Significant accounting policies

(continued)

(k) Impairment of assets (continued)

(i)

(ii)

Impairment of investments in debt and equity
securities and other receivables (continued)

—  For unquoted equity securities and current
receivables that are carried at cost, the
impairment loss is measured as the difference
between the carrying amount of the financial
asset and the estimated future cash flows,
discounted at the current market rate of
return for a similar financial asset where the
effect of discounting is material. Impairment
losses for current receivables are reversed if
in a subsequent period the amount of the
impairment loss decreases. Impairment losses
for equity securities are not reversed.

—  For financial assets carried at amortised cost,
the impairment loss is measured as the
difference between the asset’s carrying
amount and the present value of estimated
future cash flows, discounted at the financial
asset’s original effective interest rate (i.e. the
effective interest rate computed at initial
recognition of these assets).

If in a subsequent period the amount of an
impairment loss decreases and the decrease can
be linked objectively to an event occurring after
the impairment loss was recognised, the
impairment loss is reversed through the profit and
loss account. A reversal of an impairment loss shall
not result in the asset’s carrying amount exceeding
that which would have been determined had no
impairment loss been recognised in prior years.

Impairment of other assets

Internal and external sources of information are
reviewed at each balance sheet date to identify
indications that the following assets may be
impaired or, except in the case of goodwill, an
impairment loss previously recognised no longer
exists or may have decreased:
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Notes on the Financial Statements

(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

1 Significant accounting policies

(continued)

(k) Impairment of assets (continued)
(i) Impairment of other assets (continued)

property, plant and equipment (other than
properties carried at revalued amounts);

pre-paid interests in leasehold land classified
as being held under an operating lease;

intangible assets;

investments in subsidiaries and associates;
and

goodwill.

If any such indication exists, the asset'’s recoverable
amount is estimated. In addition, for intangible
assets that have indefinite useful lives, the
recoverable amount is estimated annually whether
or not there is any indication of impairment.

Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its net selling price and value in
use. In assessing value in use, the estimated
future cash flows are discounted to their
present value using a pre-tax discount rate
that reflects current market assessments of
the time value of money and the risks specific
to the asset. Where an asset does not
generate cash inflows largely independent
of those from other assets, the recoverable
amount is determined for the smallest group
of assets that generates cash inflows
independently (i.e. a cash-generating unit).
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Significant accounting policies

(continued)

(k) Impairment of assets (continued)

(1)

(ii)

Impairment of other assets (continued)

Recognition of impairment losses

An impairment loss is recognised in the profit
and loss account whenever the carrying
amount of an asset, or the cash-generating
unit to which it belongs, exceeds its
recoverable amount. Impairment losses
recognised in respect of cash-generating
units are allocated first to reduce the carrying
amount of the assets in the unit (or group
of units) on a pro rata basis, except that the
carrying value of an asset will not be reduced
below its individual fair value less costs to
sell, or value in use, if determinable.

Reversals of impairment losses

An impairment loss is reversed if there has
been a favourable change in the estimates
used to determine the recoverable amount.
A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss
been recognised in prior years. Reversals of
impairment losses are credited to the profit
and loss account in the year in which the
reversals are recognised. An impairment loss
in respect of goodwill is not reversed.

Inventories

Inventories are carried at the lower of cost and net

realisable value.

Cost is calculated using the FIFO formula and comprises
all costs of purchase, costs of conversion and other
costs incurred in bringing the inventories to their
present location and condition.

Net realisable value is the estimated selling price in
the ordinary course of business less the estimated costs
of completion and the estimated costs necessary to
make the sale.
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Notes on the Financial Statements
(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

1 Significant accounting policies

(continued)

(1)

(m)

(n)

(o)

Inventories (continued)

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in the
period in which the related revenue is recognised. The
amount of any write-down of inventories to net
realisable value and all losses of inventories are
recognised as an expense in the period the write-down
or loss occurs. The amount of any reversal of any write-
down of inventories is recognised as a reduction in
the amount of inventories recognised as an expense
in the period in which the reversal occurs.

Trade and other receivables

Trade and other receivables are initially recognised at
fair value and thereafter stated at amortised cost less
impairment losses for bad and doubtful debts (see note
1(k)), except where the receivables are interest-free
loans made to related parties without any fixed
repayment terms or the effect of discounting would
be immaterial. In such cases, the receivables are stated
at cost less impairment losses for bad and doubtful
debts (see note 1(k)).

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at
fair value less attributable transaction costs.
Subsequent to initial recognition, interest-bearing
borrowings are stated at amortised cost with any
difference between cost and redemption value being
recognised in the profit and loss account over the
period of the borrowings using the effective interest
method.

Trade and other payables
Trade and other payables are initially recognised at fair
value and thereafter stated at amortised cost unless
the effect of discounting would be immaterial, in which
case they are stated at cost.
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Significant accounting policies

(continued)

(p)

Q)

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks and other
financial institutions, and short-term, highly liquid
investments that are readily convertible into known
amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an
integral part of the Group’s cash management are also
included as a component of cash and cash equivalents
for the purpose of the consolidated cash flow
statement.

Employee benefits
(i)  Short term employee benefits and contributions
to defined contribution retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement
plans and the cost of non-monetary benefits are
accrued in the year in which the associated
services are rendered by employees. Where
payment or settlement is deferred and the effect
would be material, these amounts are stated at
their present values.



1

(%)

TEEHEXE

(q ES#&EF (&)

(ii)

(iii)

P 1 3K

BEYREMNBREZAAE
BEREIASEENAN - M
TRE AR TN E e
me RABERETHHK
R-BAAHMEELGE I
2t K B B T R B M
- tREEEANEBE K
A REERFZEBREN
BN REEBERERBN
AREMETR - BREMGE A
REERRAISERERB
HAo# -

REBHRE BHEBNE
BESEE @ETRS - X8
EFERANEMRIAA
BEABRERNFENRS
ARG R RIERAREE
AXAERER/EES
W MARANFEEITEFRE
AE-NEBEH  BRAR
XK BBESELAR - N
RMFBERENEREE
(T B < G 8 71 & 1 4 /& 38
) - MR U R BEERK
BEARRNARNDTEEBNOE
B R RIE RIS - IRA &5
DRBARBTER  BEE
BREETE(EABSES
BERDGEER) KBRERE
m(EARTBRERBRARE
) &k e

BREMNREEASEEL
AWEBHBEBELER
BIZTEIMEE A REME - I
AR TERILERNKA
R 8 FEE AR 4R (AR A B T
MR -

1

Bt B ¥R R M A

Notes on the Financial Statements
(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

Significant accounting policies

(continued)

(q) Employee benefits (continued)

(ii)

(i)

Share based payments

The fair value of share options granted to
employees is recognised as an employee cost with
a corresponding increase in a capital reserve
within equity. The fair value is measured at the
grant date using the binomial lattice model, taking
into account the terms and conditions upon which
the options were granted. Where the employees
have to meet vesting conditions before becoming
unconditionally entitled to the options, the total
estimated fair value of the options is spread over
the vesting period, taking into account the
probability that the options will vest.

During the vesting period, the number of options
that is expected to vest is reviewed. Any
adjustment to the cumulative fair value recognised
in prior years is charged/credited to the profit and
loss account for the year of the review, unless
the original employee expenses qualify for
recognition as an asset, with a corresponding
adjustment to the capital reserve. On vesting date,
the amount recognised as an expense is adjusted
to reflect the actual number of options that vest
(with a corresponding adjustment to the capital
reserve) except where forfeiture is only due to not
achieving vesting conditions that relate to the
market price of the Company’s shares. The equity
amount is recognised in the capital reserve until
either the option is exercised (when it is
transferred to the share premium account) or the
option expires (when it is released directly to
retained profits).

Termination benefits are recognised when, and
only when, the Group demonstrably commits
itself to terminate employment or to provide
benefits as a result of voluntary redundancy by
having a detailed formal plan which is without
realistic possibility of withdrawal.
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Significant accounting policies

(continued)

(r)

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities
are recognised in the profit and loss account, except to
the extent that they relate to items recognised directly
in equity, in which case they are recognised in equity.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses.

Apart from certain limited exceptions, all deferred tax
liabilities and all deferred tax assets, to the extent that
it is probable that future taxable profits will be available
against which the asset can be utilised, are recognised.
Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal
of existing taxable temporary differences, provided
those differences relate to the same taxation authority
and the same taxable entity, and are expected to reverse
either in the same period as the expected reversal of
the deductible temporary difference or in periods into
which a tax loss arising from the deferred tax asset can
be carried forward. The same criteria are adopted when
determining whether existing taxable temporary
differences support the recognition of deferred tax
assets arising from unused tax losses and credits, that
is, those differences are taken into account if they relate
to the same taxation authority and the same taxable
entity, and are expected to reverse in a period, or
periods, in which the tax loss or credit can be utilised.
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Notes on the Financial Statements
(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

1 Significant accounting policies

(continued)

(r)

Income tax (continued)

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the balance sheet date. Deferred tax assets
and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed
at each balance sheet date and is reduced to the extent
that it is no longer probable that sufficient taxable
profits will be available to allow the related tax benefit
to be utilised. Any such reduction is reversed to the
extent that it becomes probable that sufficient taxable
profits will be available.

Additional income taxes that arise from the distribution
of dividends are recognised when the liability to pay
the related dividends is recognised.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from
each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax
assets against deferred tax liabilities if the Company
or the Group has the legally enforceable right to set
off current tax assets against current tax liabilities and
the following additional conditions are met:

in the case of current tax assets and liabilities,
the Company or the Group intends either to settle
on a net basis, or to realise the asset and settle
the liability simultaneously; or

— in the case of deferred tax assets and liabilities, if
they relate to income taxes levied by the same
taxation authority on either:

—  the same taxable entity; or
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Significant accounting policies

(continued)

(r)

(s)

Income tax (continued)

— different taxable entities, which, in each
future period in which significant amounts
of deferred tax liabilities or assets are
expected to be settled or recovered, intend
to realise the current tax assets and settle
the current tax liabilities on a net basis or
realise and settle simultaneously.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group or the Company
has a legal or constructive obligation arising as a result
of a past event, it is probable that an outflow of
economic benefits will be required to settle the
obligation and a reliable estimate can be made. Where
the time value of money is material, provisions are
stated at the present value of the expenditure expected
to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.
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Notes on the Financial Statements
(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

1 Significant accounting policies

(continued)

(t) Revenue recognition
Provided it is probable that the economic benefits will
flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is
recognised in the profit and loss account as follows:

(i)

(ii)

(i)

(iv)

Sale of goods

Revenue arising from the sale of garments and
printing products is recognised when goods are
delivered at the customers’ premises which is
taken to be the point in time when the customer
has accepted the goods and the related risks and
rewards of ownership. Revenue excludes value
added tax or other sales taxes and is after
deduction of any trade discounts.

Rental income from operating leases

Rental income receivable under operating leases
is recognised in the profit and loss account in
equal instalments over the periods covered by the
lease term, except where an alternative basis is
more representative of the pattern of benefits to
be derived from the use of the leased asset. Lease
incentives granted are recognised in the profit and
loss account as an integral part of the aggregate
net lease payments receivable. Contingent rentals
are recognised as income in the accounting period
in which they are earned.

Royalty income

Royalty income is recognised in accordance with
the substance of the relevant agreements.

Dividends

—  Dividend income from unlisted investments
is recognised when the shareholder’s right
to receive payment is established.
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Significant accounting policies

(continued)

(t) Revenue recognition (continued)

(iv) Dividends (continued)

—  Dividend income from listed investments is
recognised when the share price of the
investment goes ex-dividend.

(v) Interest income

— Interest income from dated debt securities
intended to be held to maturity is recognised
as it accrues, as adjusted by the amortisation
of the premium or discount on acquisition,
so as to achieve a constant rate of return
over the period from the date of purchase
to the date of maturity.

— Interest income from bank deposits is
recognised as if accrues using the effective
interest method.

(u) Translation of foreign currencies

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at
the foreign exchange rates ruling at the balance sheet
date. Exchange gains and losses are recognised in the
profit and loss account.

Non-monetary assets and liabilities that are measured
in terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling at
the transaction dates. Non-monetary assets and
liabilities denominated in foreign currencies that are
stated at fair value are translated using the foreign
exchange rates ruling at the dates the fair value was
determined.
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Notes on the Financial Statements
(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

1 Significant accounting policies

(continued)

(u)

(v)

(w)

Translation of foreign currencies (continued)

The results of foreign operation are translated into
Hong Kong dollars at the exchange rates
approximating the foreign exchange rates ruling at the
dates of the transactions. Balance sheet items are
translated into Hong Kong dollars at the foreign
exchange rates ruling at the balance sheet date. The
resulting exchange differences are recognised directly
in a separate component of equity. Goodwill arising
on consolidation of a foreign operation acquired before
1 January 2005 is translated at the foreign exchange
rate that applied at the date of acquisition of the
foreign operation.

On disposal of a foreign operation, the cumulative
amount of the exchange differences recognised in
equity which relate to that foreign operation is included
in the calculation of the profit or loss on disposal.

Borrowing costs
Borrowing costs are expensed in the profit and loss
account in the period in which they are incurred.

Related parties

For the purposes of these financial statements, parties
are considered to be related to the Group if the Group
has the ability, directly or indirectly, to control the party
or exercise significant influence over the party in making
financial and operating decisions, or vice versa, or where
the Group and the party are subject to common control
or common significant influence. Related parties may
be individuals (being members of key management
personnel, significant shareholders and/or their close
family members) or other entities and include entities
which are under the significant influence of related
parties of the Group where those parties are individuals,
and post-employment benefit plans which are for the
benefit of employees of the Group or of any entity that
is a related party of the Group.
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Significant accounting policies

(continued)

(x) Segment reporting

A segment is a distinguishable component of the Group
that is engaged either in providing products or services
(business segment), or in providing products or services
within a particular economic environment (geographical
segment), which is subject to risks and rewards that
are different from those of other segments.

In accordance with the Group’s internal financial
reporting system, the Group has chosen business
segment information as the primary reporting format
and geographical segment information as the
secondary reporting format for the purposes of these
financial statements.

Segment revenue, expenses, results, assets and liabilities
include items directly attributable to a segment as well
as those that can be allocated on a reasonable basis to
that segment. For example, segment assets may include
inventories, trade receivables and property, plant and
equipment. Segment revenue, expenses, assets, and
liabilities are determined before intra-group balances
and intra-group transactions are eliminated as part of
the consolidation process, except to the extent that such
intra-group balances and transactions are between
Group entities within a single segment. Inter-segment
pricing is based on similar terms as those available to
other external parties.

Segment capital expenditure is the total cost incurred
during the period to acquire segment assets (both
tangible and intangible) that are expected to be used
for more than one period.

Unallocated items mainly comprise financial and
corporate assets, interest-bearing loans, borrowings,
tax balances, corporate and financing expenses.
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Notes on the Financial Statements
(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

Changes in accounting policies

The HKICPA has issued a number of new and revised HKFRSs
that are effective for accounting periods beginning on or
after 1 January 2005.

The accounting policies of the Group and/or Company after
the adoption of these new and revised HKFRSs have been
summarised in note 1. The following sets out information
on the significant changes in accounting policies for the
current and prior accounting periods reflected in these
financial statements.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period (see note 37).

(a) Restatement of prior periods and opening balances
The following tables disclose the adjustments that have
been made in accordance with the transitional
provisions of the respective HKFRSs to each of the line
items in the consolidated profit and loss account and
balance sheet and the Company’s balance sheet and
other significant related disclosure items as previously
reported for the year ended 31 March 2005. The effects
of the changes in accounting policies on the
balances at 1 April 2004 and 1 April 2005 are disclosed
in note 30.
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2 EFBENE R 2 Changes in accounting policies
(#8) (continued)
(a) ERTHREAAEZL (B) (a) Restatement of prior periods and opening
balances (continued)

)y HEeBHRExOTE ()  Effect on the consolidated financial statements
HE—_EERE=A=+— Consolidated profit and loss account for the year
ALFEEEAE%E ended 31 March 2005

FRXNTE (FEERNEN/ (BD))
- 3(? ﬁ i Effect of new policy (increase/(decrease) in profit for the year)
AR
25) | ERME | EREi | BASH | EhReEH 225
005(s | HEEY L] L] L] .| F(ER)
previously F2% B 7% F40% Nt 2005 (as
reported) HKFRS 2 HKAS 1 HKAS 17 HKAS 40 Sub-total restated)
(WE2(0) | (WE2(d) | (WiE2e) | (RiE2)
(note 2(c)) | (note2(d)) | (note2(e)) | (note 2(g))
$'000 $'000 $'000 §'000 §'000 $'000 $'000
=xE Turnover 958,696 - - - - - 958,696
HE/RBEA Cost of saleslservices (348,193) - - - - - | (348193)
] Gross profit 610,503 - - - - - 610,503
RAMERE Net valuation gain on
5% investment properties - - - - 6,900 6,900 6,900
EfIA Other revenue 8,949 - - - - - 8,949
Al s e Other net income 767 - - - - - 767
DHERE Distrbution costs (317,694) (6,760) - - - (6,760) | (324,454
THER Administrative expenses (136,907) (16,595) - - - (16,595 | (153502)
EfEEER Other operating expenses (1,064) - - - (743) (743) (1,807)
e Profit from operations 164,554 (23,355) - - 6,157 (17,198) 147,3%
HERNA Finance costs (1,763) - = = = = (1,763)
EERELT Share of profits less losses
RHAER of associates 28984 - (6,562) - - (6,562) 240
BB &R Profit before taxation 191,775 (23,355) (6,562) - 6,157 (23,760) 168,015
gk Income tax (28,981) - 6,562 - (1,077) 5,485 (23,4%)
AR Profit after taxation 162,794 (23,355) - - 5,080 (18,275) 144,519
DEREER Minoriy interests (6,706) - 6,706 - - 6,706 -
REERF Profit for the year 156,088 (23,355) 6,706 = 5,080 (11,569) 144519
BR: Attributable to:
FRRERERR Equity shareholders of
the Company 156,088 (23,355) - - 5,080 (18,275) 137,813
DERFER Minority interests - - 6,706 = = 6,706 6,706
FEEEA Profit for the year 156,088 (23,355) 6,706 = 5,080 (11,569) 144519
TERENTAT Dividends payable to
EakERE equity shareholders of the
Company attributable
to the year 66,540 - - - - - 66,540
SRET Earnings per share
E:%3 Basic §1.01 $(0.15) - - $0.03 $(0.12) $0.89
4% Diluted $1.00 §(0.15) - - 5003 $(0.12) $0.88
EEARERER Other significant
disclosure items:
3l Directors' remuneration (17,845) (13,536) - - - (13,536) (31,381)
EINA Staff costs (150,994) (9,819) - - - (9,819) (160,813)
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Notes on the Financial Statements
(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

2 EFBENE S 2 Changes in accounting policies
(#8) (continued)
(a) ERTRHIRE W46 () (a) Restatement of prior periods and opening
balances (continued)
() HEEUBHREROTE (B) (i)  Effect on the consolidated financial statements

(continued)

—ZEFERE=ZA=+—H#& Consolidated balance sheet at 31 March 2005
REERER
FRANYE (EEFEEN/ (HD))
ZEELE Effect of new policy (increase/(decrease) in net assets)
(RUE
25l) | EREE | FEEd | TEeH | FEed Z%%%
2005 (as | BEEH b4 28 b4 £ (8%)

previously | 2% | E1H | R | F40F It ESl | 2005 (as
reported) |  HKFRS 2 HKAS1 | HKAS17 | HKAS40 | Sub-total |Redassfication | restated)

(&E2(0) | (& 2(d) | (W& 2(e) | (W3 2(g)) (& 35)
(note 2(c)) | (note 2(d)) | (note 2(e)) | (note 2(g)) (note 35)
§'000 $'000 §'000 $'000 §'000 $'000 §'000 $'000
ERBEE Non-current assets
HEéE Fixed assets
-RENE - Investment properties 45,800 - - - - - - | 45800
-EtE  BER - Other property, plant
B and equipment 136,829 = = (5,217) = (5,217) - 131612
-REEROBE - Interest in leasehold land
BRNEE held for own use
TR under operating lease - - - 5,217 - 5,217 - 5,217
182,629 - - - - - - 182,629
EthiEnaaE Other non-current assets 287,933 - = - = - - 287933
470,562 - - - - - - | 470,562
ROEEFE Net current assets 149,515 = = = = = - | 149515

BEERRBER Total assets less current
liabilities 620,077 - - - - - - 620,077
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Notes on the Financial Statements
(A & ¥ 31| 7=~ Expressed in Hong Kong dollars)

2 EFBENE R 2 Changes in accounting policies
(#8) (continued)
(a) EFRTAHRA D46 (&) (a) Restatement of prior periods and opening
balances (continued)
() HEEMBHRENZE (E) ()  Effect on the consolidated financial statements

(continued)

—EERF=ZA=+—H8% Consolidated balance sheet at 31 March 2005
EEEBERXR () (continued)
FRRNYE (EEFELN/ (BD))
ZEELE Effect of new policy (increase/(decrease) in net assets)
(B
23)) | BAME | EFhed | BRed | EheR %31
2005 (as | BEER 28 ¥ 28 £ (8%R)
previously | #2% 1% | 217% | £40% Ub) B3 | 2005 (as
reported) |  HKFRS 2 HKAS1 | HKAS17 | HKAS40 | Sub-total |Redassfication | restated)
(M&E2(c) | (WEE2(d)) | (Wf3E2(e) | (MEE 2(g)) (& 35)
(note 2(c)) | (note 2(d)) | (note 2(e)) | (note 2(g)) (note 35)
$'000 §'000 $'000 §'000 §'000 $'000 §'000 $'000
E ik =L Non-current liabilities
B8R Bank loans (4.999) - - - = = = (4,999)
ERmERaR Deferred tax liabilities (6,928) = = = (1o | (1,07 = (8,005)
(11,927) - - - (1,077) (1,077) - (13,004)
DEREER Minority interests (16,416) = 16,416 = = 16,416 = =
EEFE NET ASSETS 591,734 - 16,416 - (1,077) 15,339 - | 607,073
RAR CAPITAL AND RESERVES
e Share capital 77,368 = = = = = = 77,368
RiEE Share premium 132,968 71 - - = 71 - | 133,045
BAEREE Capital redemption reserve 4,181 - - - - - = 4,181
BRAEE Capital reserve - 3278 - - - 328 - 1328
MERE Exchange reserve - - - - - = 14,321 14,321
kR Revaluation reserves
-1 REF - Land and buildings 40472 - - - 0472 | (40,472) = =
~-RENE - Investment property 6,157 = = = (6,157) (6,157) = =
RE R Retained profits 330,588 (23,355) - - 45552 22,197 (14321)| 338464
591,734 - - - (1,077) (1,077) - 590,657
SURREREL Attributable to minority
interests - - 16,416 - - 16,416 - 16,416
591,734 - 16,416 - (1,077) 15,339 - | 607,073
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Notes on the Financial Statements
(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

2 Changes in accounting policies

(continued)

(a) Restatement of prior periods and opening
balances (continued)

(il WARAEEABRNEZE (i) Effect on the Company’s balance sheet
—ETERF=A=+—HE& Balance sheet at 31 March 2005
EBA

BN E

(EEFEE

i/ GEa))
—ZTRF | BERAMERSE —EERE
(RELEE%) R 2 5% (E#R)

Effect of

new policy

(increase/

2005 (as (decrease)
previously |in net assets) 2005 (as
reported) HKFRS 2 restated)

(B & 2(c))

(note 2(c))
$'000 $'000 $'000

BRAR e CAPITAL AND RESERVES

%N Share capital 77,368 = 77,368
& mE Share premium 132,968 77 133,045
R 7B B RE Capital redemption reserve 4,181 - 4,181
R fE S Capital reserve = 23,278 23,278
REB &7 Retained profits 236,606 (23,355) 213,251
451,123 - 451,123

(b) B &fB 2 B H X BB By 14 5t

E-

TREHERABEER A7 AME
B BERT
DEARAEE
RNEZA=+—BILLFEHFERE
aREEERABRASEARAR
AEERBRNMAEAMERNABR
FRIE B ASIB NSO D B BUER A AT ©

# It Al HY R

(b) Estimated effect of changes in accounting policies
on the current period
The following tables provide estimates of the extent
to which each of the line items in the consolidated
profit and loss account and balance sheet and the
Company’s balance sheet and other significant related
disclosure items for the year ended 31 March 2006 is
higher or lower than it would have been had the
previous policies still been applied in the year, where
it is practicable to make such estimates.
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2

ST BRENEH 2 Changes in accounting policies

(n;)

(b) EFBEEEYH X ER1ETF

(continued)

(b) Estimated effect of changes in accounting policies

& (/&) on the current period (continued)
i BHREVBREINTE (i) Effect on the consolidated financial statements
HHz-_ZTEZT"F=ZA=+ Estimated effect on the consolidated profit and
—A1 ETE FHEBEmROG loss account for the year ended 31 March 2006:
AEE
FEERNEE (RFERA
#m GR2))
Effect of new policy
(increase/(decrease)
in profit for the year)
EREst BREs
ERIE 1% | ERIZE405% wEE
HKAS 1 HKAS 40 Total
(BfFEE 2(d)) (FfFEE 2(g))
(note 2(d)) (note 2(qg))
$'000 $'000 $'000
REYMEME Net valuation gain on
W 558 investment properties = 17,500 17,500
T E R Administrative expenses = = =
KRR Profit from operations - 17,500 17,500
i Ep /NGl Share of profits less losses
st F) Rk B 1B of associates (6,636) = (6,636)
RR %A 5= F Profit before taxation (6,636) 17,500 10,864
FTiSHt Income tax 6,636 (3,063) 3,573
REEHEF Profit for the year = 14,437 14,437
B Attributable to:
— AR RESR R — Equity shareholders of
the Company - 14,437 14,437
—LER RS - Minority interests = = =
N BT Profit for the year = 14,437 14,437
BREF Earnings per share
B2y Basic - $0.09 $0.09
#E Diluted - $0.09 $0.09
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Notes on the Financial Statements
(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

Changes in accounting policies

(continued)

(b) Estimated effect of changes in accounting policies
on the current period (continued)
(i) Effect on the consolidated financial statements
(continued)

Estimated effect on the consolidated balance
sheet at 31 March 2006:

FRBEE Non-current assets

ETEE Fixed assets

—HitmE - Other property, plant and
ESE equipment

— RIS ETAIFE — Interests in leasehold land
BEAMMEE held for own use under
TimiER operating lease

BEERRBERE Total assets less current

liabilities
3qu§)§1§ Non-current liabilities
RIEPREHEE Deferred tax liabilities
EEFE NET ASSETS
AR e CAPITAL AND RESERVES
AAREERR Effect attributable to
EiheE equity shareholders of
the Company
i im (B Share premium
PR AN ek £ Capital reserves
HIEE (48 Exchange reserve
LR Revaluation reserves
— T REF - Land and buildings
—REWME - Investment property
RE&EF Retained profits
DR RER Effect attributable to
EiheE minority interests

HBERNE
(BEZEEM (BD))
Effect of new policy
(increase/(decrease) in net assets)

BERUMBHE bl bl

XBE2% | ERFE17% | ERFEL0% k]
HKFRS 2 HKAS 17 HKAS 40 Total

(MHEE 2(c)) (MtE 2(e)) (BEE 2(g))
(note 2(c)) (note 2(e)) (note 2(q))
$'000 $'000 $'000 $'000

125 = = 125
23,092 = = 23,092

- - (40,472) | (40,472)
- - (23,657) | (23,657)
(23,217) - 59,989 36,772

= = (4,140) (4,140)

- - (4,140) (4,140)
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2 B BRNED

(%)
(b) EFBEEEYH X ER1ETF

& (&)

() HHEEWBERERNTE
(&)
HEBEZ_ZTRF=ZA=+
—HEFEEERGE#R
HE R0 I & T R A B R

2 Changes in accounting policies

(continued)

(b) Estimated effect of changes in accounting policies

on the current period (continued)
(i) Effect on the consolidated financial statements
(continued)

Estimated effect on net income recognised directly
in consolidated equity for the year ended 31

NN AR AR R RS
of the Company
Minority interests

Total equity

Attributable to equity shareholders

March 2006:
2006 2005
$'000 $'000
(17,500) (6,157)
(17,500) (6,157)

(i) Effect on the Company’s balance sheet

Estimated effect on the balance sheet at 31 March
2006:

B R #E CAPITAL AND RESERVES
R = E Share premium
A FEE Capital reserves
REBEF Retained profits

BRI &5
(BEEFE
i, GRD))
Estimated effect
of new policy
(increase/(decrease)
in net assets)

BBV KRS LER
FE 25 LR
HKFRS 2 Total

(FEE 2(c))

(note 2(c))
$'000 $'000
125 125
23,092 23,092
(23,217) (23,217)
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Notes on the Financial Statements
(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

2 Changes in accounting policies

(continued)

(c) Employee share option scheme (HKFRS 2, Share-

based payment)

In prior years, no amounts were recognised when
employees (which term includes directors) were
granted share options over shares in the Company. If
the employees chose to exercise the options, the
nominal amount of share capital and share premium
were credited only to the extent of the option’s exercise
price receivable.

With effect from 1 April 2005, in order to comply with
HKFRS 2, the Group has adopted a new policy for
employee share options. Under the new policy, the
Group recognises the fair value of such share options
as an expense with a corresponding increase
recognised in a capital reserve within equity. Further
details of the new policy are set out in note 1(q)(ii).

The new accounting policy has been applied
retrospectively with comparatives restated.

The adjustments for each financial statement line
affected for the years ended 31 March 2005 and 2006
are set out in notes 2(a) and (b). No adjustments to
the opening balances as at 1 April 2004 are required
as no options existed at that time.

Details of the employee share option scheme are set
out in note 28.
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2 Changes in accounting policies

(continued)

(d) Changes in presentation (HKAS 1, Presentation of

financial statements)

(i)

(ii)

Presentation of share of associates’ taxation
(HKAS 1, Presentation of financial statements)

In prior years, the Group’s share of taxation of
associates accounted for using the equity method
was included as part of the Group’s income tax in
the consolidated profit and loss account. With
effect from 1 April 2005, in accordance with the
implementation guidance in HKAS 1, the Group
has changed the presentation and includes the
share of taxation of associates accounted for using
the equity method in the respective shares of profit
or loss reported in the consolidated profit and loss
account before arriving at the Group’s profit or
loss before tax. These changes in presentation have
been applied retrospectively with comparatives
restated as shown in note 2(a).

Minority interests (HKAS 1, Presentation of
financial statements and HKAS 27, Consolidated
and separate financial statements)

In prior years, minority interests at the balance
sheet date were presented in the consolidated
balance sheet separately from liabilities and as
deduction from net assets. Minority interests in
the results of the Group for the year were also
separately presented in the consolidated profit
and loss account as a deduction before arriving
at the profit attributable to shareholders (the
equity shareholders of the Company).
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2 EFBENE S 2 Changes in accounting policies

(#8) (continued)

d) Z2IHEE (FEEETERFE (d) Changes in presentation (HKAS 1, Presentation of

#woMBHERERNEZS) (&)

(iy LB RER (FESHER
FR - YHBRRNV2INLEE
B ERE2TRGE ME
N BHER) (&)

BE_ZETHhFMNA—HE -
REEBBEFENEIRR
BERBGERE27TR - A&
ErEgE@IBREES
EWMAANEITHE - RIB
K LEHBRRERDZE
PN —EH - WEA
DR EELEZ D F
2 - FBENE—FFHIB
BN EE1(E - ZFE2W,
FRMEHERPER It
RYFTETER - WHAM
EE2@HEA -

(e) HEBRAWHELIHEETF (BE

EirERAEI7H  HE)
RBEFE  BEEANEEL
o R A2 F T AR AN BB & B ET T
EXRFREBBEAR -

B-TTAFMA-BE /KN
EEABEHERFITH H  AEH
RIIEFEANEE L RETR
AR - RBIEKR - FUR
HELH ENEMNEFEZORQ
REEEEAEEERITLEE
sk B AT E AT AR KA
BFEZR (WAREE)WHEE
THREEAABENFHITE &
FEREEL RSB EREHF
REHEIK -

financial statements) (continued)

(i)  Minority interests (HKAS 1, Presentation of
financial statements and HKAS 27, Consolidated
and separate financial statements) (continued)

With effect from 1 April 2005, in order to comply
with HKAS 1 and HKAS 27, the Group has
changed its accounting policy relating to
presentation of minority interests. Under the new
policy, minority interests are presented as part of
equity, separately from interests attributable to
the equity shareholders of the Company. Further
details of the new policy are set out in note 1(c).
These changes in presentation have been applied
retrospectively with comparatives restated as
shown in note 2(a).

(e) Leasehold land and buildings held for own use

(HKAS 17, Leases)

In prior years, leasehold land and buildings held for
own use were stated at cost less accumulated
depreciation and accumulated impairment losses.

With effect from 1 April 2005, in order to comply with
HKAS 17, the Group adopted a new policy for
leasehold land and buildings held for own use. Under
the new policy, the leasehold interest in the land held
for own use is accounted for as being held under an
operating lease where the fair value of the interest in
any buildings situated on the leasehold land could be
measured separately from the fair value of the
leasehold interest in the land at the time the lease was
first entered into by the Group, or taken over from
the previous lessee, or at the date of construction of
those buildings, if later.
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2 Changes in accounting policies

(continued)

(e) Leasehold land and buildings held for own use

()

(HKAS 17, Leases) (continued)

Further details of the new policy are set out in notes
1(h) and (j). Any buildings held for own use which are
situated on such land leases continue to be presented
as part of property, plant and equipment and stated
at cost.

The above change in accounting policy relating to
leasehold land and buildings held for own use has been
adopted retrospectively. The adjustments for each
financial statement line affected for 31 March 2005
and 2006 are set out in notes 2(a) and (b).

Financial instruments (HKAS 32, Financial
instruments: Disclosure and presentation and
HKAS 39, Financial instruments: Recognition and
measurement)

With effect from 1 April 2005, in order to comply with
HKAS 32 and HKAS 39, the Group has changed its
accounting policies relating to financial instruments
to those as set out in notes 1(f), (k), and (m) to (o).
Further details of the changes are as follows.

In prior years, equity investments held on a continuing
basis for an identifiable long-term purpose were classified
as investment securities and stated at cost less provision.
Investments in securities held for trading purposes were
stated at fair value with changes in fair value recognised
in the profit and loss account, with the exception of dated
debt securities being held to maturity.

With effect from 1 April 2005, and in accordance with
HKAS 39, equity investments held on a continuing basis
for an identifiable long-term purpose are classified as
unquoted equity investments and stated at cost less
impairment losses. There are no material adjustments
arising from the adoption of the new policies for
securities held for trading purposes, debt securities
being held to maturity and unquoted equity
investments. Further details of the new policies are
set out in note 1(f).
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2 EFBENE S 2 Changes in accounting policies

(#8) (continued)

(9) REYXE (FEESERFE40% (g) Investment property (HKAS 40, Investment
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property and HK(SIC) Interpretation 21, Income

taxes — Recovery of revalued non-depreciable
assets)

Changes in accounting policies relating to investment
properties are as follows:

(i)

Timing of recognition of movements in fair value
in the profit and loss account

In prior years movements in the fair value of the
Group's investment properties were recognised
directly in the investment property revaluation
reserve except when, on a portfolio basis, the
reserve was insufficient to cover a deficit on the
portfolio, or when a deficit previously recognised
in the profit and loss account had reversed, or
when an individual investment property was
disposed of. In these limited circumstances
movements in the fair value were recognised in
the profit and loss account.

Upon adoption of HKAS 40 as from 1 April 2005,
the Group has adopted a new policy for investment
properties. Under this new policy, all changes in
the fair value of investment properties are
recognised directly in the profit and loss account in
accordance with the fair value model in HKAS 40.

Further details of the new policy for investment
properties are set out in note 1(g).
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2 Changes in accounting policies

(continued)

(g) Investment property (HKAS 40, Investment

property and HK(SIC) Interpretation 21, Income

taxes — Recovery of revalued non-depreciable
assets) (continued)

(ii)

(i)

Effect on land and buildings revaluation reserve

The land and buildings revaluation reserve arose
from the revaluation of investment properties in
prior years, before the related properties were
transferred to land and buildings. Upon the
retrospective adoption of HKAS 40, such
revaluations should have been recognised directly
in the profit and loss account as they arose.
Accordingly, the land and buildings revaluation
reserve at 1 April 2004 and 2005 has been
transferred to retained profits.

Measurement of deferred tax on movements in
fair value

In prior years the Group was required to apply
the tax rate that would be applicable to the sale
of investment property to determine whether any
amounts of deferred tax should be recognised on
the revaluation of investment property.
Consequently, deferred tax was only provided to
the extent that tax allowances already given
would be clawed back if the property were
disposed of at its carrying value, as there would
be no additional tax payable on disposal.

As from 1 April 2005, in accordance with HK(SIC)
Interpretation 21, the Group recognises deferred
tax on movements in the value of an investment
property using tax rates that are applicable to the
property’s use, if the Group has no intention to
sell it and the property would have been
depreciable had the Group not adopted the fair
value model. Further details of the policy for
deferred tax are set out in note 1(r).
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Notes on the Financial Statements
(LA & ¥ 21| ;R Expressed in Hong Kong dollars)

2 Changes in accounting policies

(continued)

(9)

(h)

Investment property (HKAS 40, Investment

property and HK(SIC) Interpretation 21, Income

taxes — Recovery of revalued non-depreciable

assets) (continued)

(iv) Description of transitional provisions and effect
of adjustments

All the above changes in accounting policies
relating to investment properties have been
adopted retrospectively. The adjustments for each
financial statement line affected for 31 March
2005 and 2006 are set out in notes 2(a) and (b).

Definition of related parties (HKAS 24, Related
party disclosures)

As a result of the adoption of HKAS 24, Related party
disclosures, the definition of related parties as disclosed
in note 1(w) has been expanded to clarify that related
parties include entities that are under the significant
influence of a related party that is an individual (i.e.
key management personnel, significant shareholders
and/or their close family members) and post-
employment benefit plans which are for the benefit
of employees of the Group or of any entity that is a
related party of the Group. The clarification of the
definition of related parties has not resulted in any
material changes to the previously reported disclosures
of related party transactions nor has it had any material
effect on the disclosures made in the current period,
as compared to those that would have been reported
had SSAP 20, Related party disclosures, still been in
effect.
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3 EXH 3 Turnover

KRBT EEBRAREERRREH The principal activities of the Company are investment
EERY - SWBAE REEREH holding and provision of management services. The principal
FTEXEBHANRMBBRRFINEESR activities of the subsidiaries and associates are set out on
1497 o pages 142 to 149 on the financial statements.

EEREETIAZTFNEAmBERF Turnover represents the aggregate of net invoiced value of
B FAEERRKEBIINREFPANES sales to and royalty and rental income from external
WA ~ BN & B AR 75 R Ab ik an Bt 3% customers, income from printing and related services and
WA - FRNEEEERPHERNEE the wholesale of cosmetic products. The amount of each
BEEWRABRMEBEOT significant category of revenue recognised in turnover

during the year is as follows:

2006 2005
$'000 $'000
AR IHE Sales of garments 929,265 864,577
BREELEREYZE  Royalty and related income 60,146 45,473
ENRI X% & B8 AR 7% Printing and related services 33,799 32,791
WEMEHRS A Gross rentals from investment properties 7,288 5,309
bt mEE Sales of cosmetic products 1,690 10,546
1,032,188 958,696
4 HW ARKz FHE 4 Other revenue and net income
2006 2005
$'000 $'000
Hg A Other revenue
1S E A Alteration charges 187 224
|RITFEUWA Bank interest income 3,284 1,642
H AR S A Other interest income 1,921 2,012
FE U B (B3R Claims receivable 1,546 1,160
FHEAMREM A Dividend income from listed securities 404 375
Hi Others 4,155 3,536
11,497 8,949
H iz F5E Other net income
PE 3 Ukzk (B538) %% Net exchange gain/(loss) 12,982 (2,127)
HEBETEE (B18) Net (loss)/gain on
st 558 disposal of fixed assets (2,037) 155
EEERBRMESDN  Net realised and
E#RRREHR unrealised (loss)/gain
(B518) /W5 738 on trading securities (3,840) 2,504
Hith Others 3,164 235
10,269 767
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5 Profit before taxation

Profit before taxation is arrived at after charging/

(crediting):
2006 2005
$'000 $'000
(a) BB R (@) Finance costs
HARAFTANBEREEDN Interest on bank advances and
RITER L EA other borrowings wholly repayable
BRALE within five years 4,366 1,763
2006 2005
(E#)
(restated)
$'000 $'000
(b) BIRA* (b) Staff costs*
AEHEFERIK Contributions to defined
FT IR contribution retirement plans 10,217 6,982
A E a I Equity-settled share-based payment
R expenses — 9,819
e ITENAEMER Salaries, wages and other benefits 181,011 144,012
191,228 160,813

tREBETEBERMEFEIESTTHE

MEEME -

The above amounts do not include directors’ remuneration
separately disclosed in note 8.
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5 Profit before taxation (continued)

(crediting): (continued)

(o HMigH (©

R AR 5
BEYEITE M~

JFEE LT B 350 % L At S SR Y
CRfEEEER)
RIEEE

ZEEN B &

—ZE AR
—AFE
- FE

— AR

ICETHEERR *

—REHEE

—-WERe (B5F
31,800,000 7T (=ZFZ
4 : 31,680,000 JT)
FEBSH)

FE{GESE & N BIFIE

REYHEEWES
MEZEX H

FERA* (MEE521(b)18)

2006 2005
(E#)
(restated)
$'000 $'000
Other items
Amortisation of licence 780 585
Depreciation and amortisation on
owned assets* 22,614 18,556
(Reversal of impairment losses)/
impairment losses for trade and
other receivables (2,267) 751
Auditors’ remuneration
— audit services
— current year 3,031 3,096
— prior year 158 (76)
— tax services 558 320
Operating lease charges*
— hire of equipment 3,054 3,495
— property rentals (including
contingent rental payments of
$31,800,000 (2005:
$31,680,000)) 176,235 158,549
Share of associates’ taxation 6,636 6,562
Rentals receivable from investment
properties less direct outgoings (3,629) (3,125)
Cost of inventories* (note 21(b)) 393,965 348,193

Profit before taxation is arrived at after charging/
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Cost of inventories includes $26,927,000 (2005: $24,244,000) relating
to staff costs, depreciation expenses and operating lease charges, which
amount is also included in the respective total amounts disclosed separately
above or in note 5(b) for each of these types of expenses.





