2.1

CORPORATE INFORMATION

Bestway International Holdings Limited is a limited liability
company incorporated in Bermuda. The principal place of
business of the Company is located at 18/F, Tesbury Centre,

28 Queen’s Road East, Hong Kong.

The principal activity of the Company is investment holding.
The principal activities of the Group during the year were the
manufacture and trading of plastic products, mainly PVC films.
There were no significant changes in the nature of the Group’s

principal activities during the year.

BASIS OF PREPARATION

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs"”)
(which also include Hong Kong Accounting Standards
("HKASs"”) and Interpretations) issued by the Hong Kong
Institute of Certified Public Accountants, accounting principles
generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance. They
have been prepared under the historical cost convention, except
for buildings, which have been measured at fair value. These
financial statements are presented in Hong Kong dollars and
all values are rounded to the nearest thousand (HK$'000) except

when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year
ended 31 March 2006. The results of subsidiaries are
consolidated from the date of acquisition, being the date on
which the Group obtains control, and continue to be
consolidated until the date that such control ceases. All
significant intercompany transactions and balances within the

Group are eliminated on consolidation.

Minority interests represent the interests of outside shareholders

in the results and net assets of the Company’s subsidiaries.
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2.2 IMPACT OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS

The following new and revised HKFRSs affect the Group and

are adopted for the first time for the current year’s financial

statements:

HKAS 1 Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
HKAS 10 Events after the Balance Sheet Date

HKAS 12 Income Taxes

HKAS 14 Segment Reporting

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 19 Employee Benefits

HKAS 21 The Effects of Changes in Foreign Exchange Rates
HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial Statements
HKAS 31 Interests in Joint Ventures

HKAS 32 Financial Instruments: Disclosure and Presentation
HKAS 33 Earnings per Share
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2.2

IMPACT OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

HKAS 36 Impairment of Assets

HKAS 37 Provisions, Contingent Liabilities and Contingent Assets

HKAS 39 Financial Instruments: Recognition and Measurement

HKAS 39 Transition and Initial Recognition of Financial Assets and Financial
Amendment Liabilities

HKFRS 2 Share-based Payment

HKFRS 3 Business Combinations

HKFRS 5 Non-current Assets Held for Sale and Discontinued Operations

HK-Int 4 Leases — Determination of the Length of Lease Term in respect of

Hong Kong Land Leases

The adoption of HKASs 2, 7, 8, 10, 12, 14, 16, 18, 19, 21, 23,
27, 31, 33, 36, 37, HKFRS 2 and HK-Int 4 has had no material
impact on the accounting policies of the Group and the
Company and the methods of computation in the Group’s and

the Company’s financial statements.

HKAS 1 has affected the presentation of minority interests on
the face of the consolidated balance sheet, consolidated income
statement, consolidated statement of changes in equity and
other disclosures. In addition, in prior periods, the Group’s
share of tax attributable to jointly-controlled entities was
presented as a component of the Group’s total tax charge/
(credit) in the consolidated income statement. Upon the
adoption of HKAS 1, the Group’s share of the post-acquisition
results of jointly-controlled entities is presented net of the

Group's share of tax attributable to jointly-controlled entities.

HKAS 24 has expanded the definition of related parties and

affected the Group’s related party disclosures.
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2.2

IMPACT OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING
STANDARDS (Continued)

The impact of adopting the other HKFRSs is summarised as

follows:

(a)

HKAS 17 — Leases

In prior years, leasehold land and buildings held for
own use were stated at valuation less accumulated

depreciation and any impairment losses.

Upon the adoption of HKAS 17, the Group’s leasehold
interest in land and buildings is separated into leasehold
land and leasehold buildings. The Group’s leasehold land
is classified as an operating lease, because the title of
the land is not expected to pass to the Group by the
end of the lease term, and is classified as prepaid land
lease payments, while buildings are classified as part of
property, plant and equipment. Prepaid land premiums
for land lease payments under operating leases are
initially stated at cost and subsequently amortised on
the straight-line basis over the lease term. When the
lease payments cannot be allocated reliably between
the land and buildings elements, the entire lease
payments are included in the cost of the land and
buildings as a finance lease in property, plant and

equipment.

The effects of this change in accounting policy are
summarised in note 2.4 to the financial statements.
The comparative amounts for the year ended 31 March
2005 in the consolidated balance sheet have been
restated to reflect the reclassification of the leasehold
land from property, plant and equipment to prepaid

land lease payments.
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2.2

IMPACT OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

(b) HKAS 32 and HKAS 39 - Financial
Instruments

(i)

Equity investments

In prior years, the Group’s interests in one of its
former subsidiaries in Mainland China was
classified as a long term investment, which are
intended to be held on a long term basis, stated
at their carrying value at the time of their transfer
of long term investments less (i) amortisation
for the investment amounts which will be
recovered through the receipt of subcontracting
fees from the joint venture partner over the
subcontracting period; and (i) any impairment

losses, on an individual investment basis.

Upon the adoption of HKAS 39, these
investments held by the Group at 1 April 2005
in the amount of HK$2,866,000 are designated
as long term receivables under the transitional
provisions of HKAS 39 and accordingly are stated
at amortised cost using the effective interest
method.

There is no effect on the adoption of HKAS 32
and HKAS 39, as the accounting policies on
measurement of the long term investments are

the same as that of the long term receivable.
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2.2

IMPACT OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

(b)

(c)

HKAS 32 and HKAS 39 - Financial
Instruments (Continued)

(ii) Convertible bonds

In prior years, convertible bonds were stated at
amortised cost. Upon the adoption of HKAS 32,
convertible bonds are split into liability and equity
components. The effects of the above changes
are summarised in note 2.4 to the financial
statements. In accordance with HKAS 32,

comparative amounts have been restated.

HKFRS 3 - Business Combinations

In prior years, negative goodwill (the “Negative
Goodwill”) arising on acquisitions prior to 1 January
2001 was credited to the consolidated capital reserve
in the year of acquisition and was not recognised in the
income statement until disposal or impairment of the

acquired businesses.

Upon adoption of the HKFRS 3, any excess of the Group’s
interest in the net fair value of the acquirees’ identifiable
assets, liabilities and contingent liabilities over the cost
of the acquisition of subsidiaries, after reassessment, is

recognised immediately in the income statement.

The transitional provisions of HKFRS 3 have required
the Group to derecognise at 1 April 2005 the carrying
amounts of negative goodwill remaining in the

consolidated capital reserve against accumulated losses.

The effects of the above changes are summarised in
note 2.4 to the financial statements. In accordance with
the transitional provisions of HKFRS 3, comparative

amounts have not been restated.
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2.2

IMPACT OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING
STANDARDS (Continued)

(d)

HKFRS 5 — Non-current Assets Held for
Sale and Discontinued Operations

The Group has applied HKFRS 5 prospectively in
accordance with the transitional provisions of HKFRS 5,
which has resulted in a change in accounting policy on
the recognition of a discontinued operation. Under the
previous Statement of Standard Accounting Practice
("SSAP”) 33 "Discontinued Operations”, the Group

would recognise a discontinued operation at the earlier

of:

° the date the Group entered into a binding sale
agreement; and

o the date the board of directors had approved

and announced a formal disposal plan.

HKFRS 5 requires a component of the Group to be
classified as discontinued when the criteria to be
reclassified as held for sale have been met or when
that component of the Group has been recovered
principally through a sale transaction rather than
through continuing use. The principal impact of this
change in accounting policy is that the results for the
year ended 31 March 2005 attributable to the
discontinued operation have been reclassified to the
“Loss for the year from a discontinued operation” on
the face of the consolidated income statement of the
Group. There is no other effect on the financial

statements on the adoption of HKFRS 5.
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2.3

IMPACT OF ISSUED BUT NOT YET
EFFECTIVE HONG KONG FINANCIAL
REPORTING STANDARDS

The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, to
these financial statements. Unless otherwise stated, these
HKFRSs are effective for accounting periods beginning on or
after 1 January 2006:

HKAS 1 Amendment
HKAS 21 Amendment

Capital Disclosures

Net Investment in a Foreign Operation

HKAS 39 Amendment The Fair Value Option
HKAS 39 & HKFRS 4 Financial Guarantee Contracts
Amendments
HKFRS 7 Financial Instruments: Disclosures
HK(IFRIC)-Int 4 Determining whether an Arrangement contains a

Lease

The HKAS 1 Amendment shall be applied for accounting periods
beginning on or after 1 January 2007. The revised standard
will affect the disclosures about qualitative information about
the Group’s objective, policies and processes for managing
capital; quantitative data about what the Company regards as
capital; and compliance with any capital requirements and the

consequences of any non-compliance.

HKFRS 7 require disclosures relating to financial instruments
and incorporates many of the disclosure requirements of
HKAS 32. This HKFRS shall be applied for accounting periods
beginning on or after 1 April 2007.

Except as stated above, the Group expects that the adoption
of the pronouncements listed above will not have any significant
impact on the Group's financial statements in the period of

initial application.
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2.4 SUMMARY OF THE IMPACT OF CHANGES 24 B BHXREHoEERME
IN ACCOUNTING POLICIES

(a)(i) Effect on the consolidated balance Q) YGaeEEEBR2YE
sheets

Effect of adopting
RRTH Ry E

HKASs 32
At 1 April 2005 HKAS 17# and 39 HKAS 32+ HKFRS 3*
Change in
Prepaid classification Derecognition
land lease of equity Convertible of Negative
Effect of new policies payments investment bonds Goodwill Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BB G Bk
BAE: R 5325 BRE G BBRE
R=ZZEZTREMA—A e EAVEA K395+ EAIE325 AR E 3%+
Bt EatRE s BE:)3 BB R
TRRZ7E MERIE PEEH &% =1 @it
FAR FAR FAR FAR FAT
Assets BE
Decrease in property, ENS
plant and equipment REERD (15,240) - - - (15,240)
Increase in prepaid land AL E
lease payments FRIEIE N 4,236 = - - 4,236
Increase in long term RHEFEIR
receivables TRIEIE N - 2,866 - - 2,866
Decrease in long term
investments REKRERD = (2,866) = = (2,866)
Increase in prepayments, BRFE T2 R
deposits and H fth fE 15
other receivables FRIHE 104 - - - 104
(10,900)
Liabilities/equity BE #n
Decrease in convertible bonds  AJ 2 [% & 55 - - (9,723) - (9,723)
Increase in share premium
account R fn i (B AR 32 N - - 2,046 - 2,046
Increase in equity component Al R {ES 2
of convertible bonds F R 040 32 = = 14,130 = 14,130
Decrease in capital reserve BREERD - - = (4,581) (4,581)
Decrease in asset
revaluation reserve BEEMRERD  (2,704) - - = (2,704)
Decrease/(increase) in 2 ER
accumulated losses Wb/ (Em) (8,196) - (6,453) 4,581 (10,068)
(10,900)
3 Opening adjustments taken effect prospectively from S H-ZTTAFMA—HiEA
1 April 2005 R 7 BB
# Adjustments taken effect retrospectively # BRER AR
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2.4 SUMMARY OF THE IMPACT OF CHANGES 24 ST HREBH2HEME @
IN ACCOUNTING POLICIES (Continued)

(a)(i) Effect on the consolidated balance QYT EERBRZEE
sheets (continued) (&)

Effect of adopting

BRTHENZzRE
HKASs 32
At 31 March 2006 HKAS 17 and 39 HKAS 32 HKFRS 3
Change in
Prepaid classification Derecognition
land lease of equity Convertible of Negative
Effect of new policies payments investment bonds Goodwill Total
HK$"000 HK$'000 HK$'000 HK$'000 HK$'000
21 Ly k]
FHEH ERIE325 EF8E MEBERE
R-ZEEXRE=A=+—H HERSE175% K395 HERISE325% HE B 55 358
Fft it Eanma ] % B BEMR
MRS HERE ZAHED "% REE ot
FTHT THET THT FTERT TERT
Assets BE
Decrease in property, EN 0
plant and equipment R D (15,444) - = = (15,444)
Increase in prepaid land BT HAEE
lease payments I 4,082 - - - 4,082
Increase in long term REENK
receivables RIEE - 2,698 - - 2,698
Decrease in long term
investments RBZRERD - (2,698) - = (2,698)
Increase in prepayments, BRNRE T2k
deposits and other H it FE UK
receivables I 104 - - - 104
(11,258)
Equity Vi
Increase in share
premium account AR 19 )4 B BR 38 A0 - - 6,892 - 6,892
Decrease in capital reserve BN R - - = (4,581) (4,581)
Decrease in asset BEER
revaluation reserve R (3,475) - = = (3,475)
Decrease/(increase) in 2 BER D
accumulated losses /(5 hn) (7,783) - (6,892) 4,581 (10,094)
(11,258)
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2.4 SUMMARY OF THE IMPACT OF CHANGES
IN ACCOUNTING POLICIES (continued)

Company

Effect of new policy
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Notes to Financial Statements

(a)(ii)Effect on the balance sheets of the

—EEANF=ZF=+—H
31 March 2006

24 BBREB2XERE @

@QINHELATAEERBERZE
&=

Effect of adopting
HKAS 32#
Convertible

bonds

HK$'000
HRATHER 28
ARG ERE32RH

FHRZEE CIE:-Y:3 £
FET

At 1 April 2005 R-ETREMA—A
Liabilities/equity BE
Decrease in convertible bonds AR ES RS (9,723)
Increase in share premium account & 17 % {5 AR 385 A0 2,046
Increase in equity component of AIMRES 2

convertible bonds T &5 50 10 18 N 14,130
Increase in accumulated losses ZEHEEE M (6,453)
At 31 March 2006 R-CBERF=ZA=+—
Equity #Em
Increase in share premium account A& 17 4 8 AR 3 N 6,892
Increase in accumulated losses ZGHEEE M (6,892)
# Adjustments taken effect retrospectively # BEPERZAE

TEARFER BREBRERERAA
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2.4 SUMMARY OF THE IMPACT OF CHANGES
IN ACCOUNTING POLICIES (continued)

24 B BREHIERE @)

2005

(b)(i) Effect on the balances of consolidated
equity at 1 April 2004 and at 1 April

b)(I)VA-—ZZFENFMA—HBHR
—EERFNA—-RBZHE
EREEGBEE

Effect of adopting
RATHER 2 E

HKAS 17 HKAS 32 HKFRS 3
Prepaid Derecognition
land lease Convertible of Negative
Effect of new policies payments bonds Goodwill Total
HK$'000 HK$'000 HK$'000 HK$'000
BEEH EEE BEUBRE
E B E175% # B 53255 RIS 35
N L BUH TR
HRRzEE HERE CIE:- 53¢ ameE et
FAT FAT FAT FAT
1 April 2004 —ETENA—H
Increase in equity
component of AgRERFZ
convertible bonds 1 5 2B 47 58 = 21,490 - 21,490
Decrease in asset
revaluation reserve BESEMHFEERD (2,794) = = (2,794)
Increase in accumulated
losses R &t E R (9,206) (3,941) - (13,147)
5,549
1 April 2005 —EERFMHA—H
Increase in share
premium account & 17 4 (5 BR 38 40 - 2,046 - 2,046
Increase in equity
component of AR ES 2
convertible bonds 1 2= =B 10 15 A0 = 14,130 = 14,130
Decrease in asset
revaluation reserve BEEEHRERLY (2,704) - = (2,704)
Decrease in capital reserve & 7N & i 2 - = (4,581) (4,581)
Decrease/(increase) in R BE
accumulated losses A (g am) (8,196) (6,453) 4,581 (10,068)

(1,177)
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2.4 SUMMARY OF THE IMPACT OF CHANGES 24 BT BXREHCEERE @)
IN ACCOUNTING POLICIES (Continued)

(b)(ii) Effect on the balances of equity of the b)) A=EENFEOA—BHK

Company at 1 April 2004 and at 1 April

—EERFMA-BZA

2005 NEAEBRERIEE
HKAS 32
Effect of new policy Convertible
Bonds
HK$'000

EE T E R F325

FHRZEE CIE:-Y:3 £
FET
1 April 2004 —ETTEWEME—A
Increase in equity component of AR E 5 2 7 = 5010 38 AN
convertible bonds 21,490
Increase in accumulated losses RET BB N (3,941)
17,549
1 April 2005 —ZETRFEWMA—HR
Increase in share premium account % 17 4 1B BR 38 1N 2,046
Increase in equity component of AR B 5 2 7w 5010 38 AN
convertible bonds 14,130
Increase in accumulated losses RET BB N (6,453)
9,723
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2.4 SUMMARY OF THE IMPACT OF CHANGES 24 S BXREBH2TEMNE @
IN ACCOUNTING POLICIES (Continued)

(c)(i) Effect on the consolidated income () BZ=-—ZEZEER-ZEZ
statements for the years ended 31 EFFE=A=+t—HLEFE
March 2006 and 2005 ZEREWERZEE

Effect of adopting
RATHEAzHE

HKAS 1 HKAS 17 HKAS 32
Prepaid
land lease Convertible
Effect of new policies Presentation payments bonds Total
HK$'000 HK$'000 HK$'000 HK$'000
EAEHEL EReHEl EReEl
1% £17% £32%
Bttt EIE: 3
FREzYE 25 HERE &% Ehy
FET FAT THT FET
Year ended HEZ-ZERE=fA=1-H
31 March 2006 LFE
Decrease in cost of sales HERRR D - 285 - 285
Decrease in other operating EEERS
expenses, net RERD - 128 - 128
Increase in finance costs B A 0 = = (439) (439)
Total increase/(decrease) in profit wHgm/ ORd) @it - 413 (439) (26)
Increase/(decrease) in basic SRERBFEM/
earnings per share (R2) - HK0.01 centiBfll HK (0.01 centi&1l) -
Changes in diluted earnings FREFEELE
per share = N/AR & N/AZR 3 B N/AZ i A
Year ended HZ-ZZHF=f=1-H
31 March 2005 LEE
Decrease in revenue Wmm D (39,775) - - (39,775)
Decrease in cost of sales HERARD 41,738 258 = 41,996
Decrease in other income =t gk m (114) = = (114)
Decrease in selling and
distribution costs HERDEK AR D 428 - = 428
Decrease in administrative
expenses THR RS 1,138 - - 1,138
Decrease in other operating
expenses, net EBERL TR 1,396 1,252 - 2,648
Decrease/ (increase) in
finance costs BERARD/ (M) 255 - (2,512) (2,257)
Decrease in loss on disposal of HERFEERHE
a discontinued operation BERD 7,554 - - 7,554
Increase in loss for the year
from a discontinued REERIEREEH
operation BEEM (12,620) - = (12,620)
Total decrease/(increase) in loss BRREY/ () &5t - 1,510 (2,512) (1,002)
Decrease/(increase) in basic SREXERR D/
loss per share (&) ~ HK0.04 centi&fll HK (0.07 centi&fll) HK (0.03 centi&{ll)
Changes in diluted loss
per share SREEEERY = N/ARE N/ARE F N/AZ i
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A subsidiary is an entity whose financial and operating policies
the Company controls, directly or indirectly, so as to obtain
benefits from its activities.

The results of subsidiaries are included in the Company’s income
statement to the extent of dividends received and receivable.
The Company’s investments in subsidiaries are stated at cost
less any impairment losses.

Joint ventures

A joint venture is an entity set up by contractual arrangement,
whereby the Group and other parties undertake an economic
activity. The joint venture operates as a separate entity in which
the Group and the other parties have an interest.

2.4 SUMMARY OF THE IMPACT OF CHANGES 24 ENBREB2EERE @

IN ACCOUNTING POLICIES (continued)

(c)(ii) Effect on the income statements of the (&= Eg§/_\$ E—EE
Company for the years ended 31 March ﬁﬁ_iﬁ i_i__EEl/ﬁf'EE
2006 and 2005 2w & W B 2 5

HKAS 32
Convertible
Effect of new policy Bonds
HK$'000
E B R E325
FREZE S 45 1R 1 %
FHBIT
Year ended 31 March 2006 BE_ZZAA=A=+—BItFE
Increase in finance costs B 75 B S 28 0 (439)
Total decrease in profit i AR A 48 5 (439)
Year ended 31 March 2005 BE—_ZTRAF=-A=Z+—HILFE
Increase in finance costs B 7% B AN 38 (2,512)
Total increase in loss B 18 18 hn 48 5t (2,512)
2.5 SUMMARY OF SIGNIFICANT 25 ERSTHEHME
ACCOUNTING POLICIES
Subsidiaries Fff B A T

BB A B )5 — AR A B B B sk B 4 o
MR EERRANEREERBEHERN 2
NG

MIEB AR 2 EE D W R BB ARG
AR R R Z Wk A AR BB A A
ZRE TR BB EEESRR-

‘ﬁé%?ﬁ&ﬁZ@ﬂﬁ%

—H ERET—BEEE
@Tuﬁjawﬁﬁwé~ﬁ$%
— AR

ANEFR BREBRERERAA
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2.5 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Joint ventures (Continued)

The joint venture agreement between the venturers stipulates

the capital contributions of the joint venture parties, the

duration of the joint venture entity and the basis on which the

assets are to be realised upon its dissolution. The profits and

losses from the joint venture’s operations and any distributions

of surplus assets are shared by the venturers,

either in

proportion to their respective capital contributions, or in

accordance with the terms of the joint venture agreement.

A joint venture is treated as:

(a)

a subsidiary, if the Group has unilateral control, directly

or indirectly, over the joint venture;

a jointly-controlled entity, if the Group does not have

unilateral control, but has joint control, directly or

indirectly, over the joint venture;

an associate, if the Group does not have unilateral or
joint control, but holds, directly or indirectly, generally
not less than 20% of the joint venture’s share or
registered capital and is in a position to exercise

significant influence over the joint venture; or

an equity investment accounted for in accordance with
HKAS 39, if the Group holds, directly or indirectly, less
than 20% of the joint venture’s share or registered
capital, and has neither joint control of, nor is in a
position to exercise significant influence over, the joint

venture.
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2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Jointly-controlled entities

A jointly-controlled entity is a joint venture that is subject to
joint control, resulting in none of the participating parties
having unilateral control over the economic activity of the

jointly-controlled entity.

The Group's share of the post-acquisition results and reserves
of jointly-controlled entities is included in the consolidated
income statement and consolidated reserves, respectively. The
Group's interests in jointly-controlled entities are stated in the
consolidated balance sheet at the Group’s share of net assets
under the equity method of accounting, less any impairment

losses.

Excess over the cost of business
combinations (applicable to business
combinations for which the agreement date
is on or after 1 January 2005)

Any excess of the Group’s interest in the net fair value of the
acquirees’ identifiable assets, liabilities and contingent liabilities
over the cost of the acquisition of subsidiaries and jointly-
controlled entities (previously referred to as negative goodwill),
after reassessment, is recognised immediately in the income

statement.
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Impairment of assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories and financial assets), the asset’s recoverable amount
is estimated. An asset’s recoverable amount is calculated as
the higher of the asset’s or cash-generating unit’s value in use
and its fair value less costs to sell, and is determined for an
individual asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets or
groups of assets, in which case, the recoverable amount is
determined for the cash-generating unit to which the asset

belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. 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. An impairment loss is charged to the
income statement in the period in which it arises, unless the
asset is carried at a revalued amount, in which case the
impairment loss is accounted for in accordance with the relevant

accounting policy for that revalued asset.

2.5
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Impairment of assets (Continued)

An assessment is made at each reporting date as to whether
there is any indication that previously recognised impairment
losses may no longer exist or may have decreased. If such
indication exists, the recoverable amount is estimated. A
previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that
asset, however not to an amount higher than the carrying
amount that would have been determined (net of any
depreciation/amortisation), had no impairment loss been
recognised for the asset in prior years. A reversal of such
impairment loss is credited to the income statement in the
period in which it arises, unless the asset is carried at a revalued
amount, in which case the reversal of the impairment loss is
accounted for in accordance with the relevant accounting policy

for that revalued asset.

Related parties

A party is considered to be related to the Group if:

(a) the party, directly, or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (ii) has an interest in

the Group that gives it significant influence over the

Group; or (iii) has joint control over the Group;

(b) the party is a jointly-controlled entity;

(c) the party is a member of the key management personnel

of the Group;
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2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Related parties (Continued)

(d) the party is a close member of the family of any

individual referred to in (a) or (c);

(e) the party is an entity that is controlled, jointly-controlled
or significantly influenced by or for which significant
voting power in such entity resides with, directly or

indirectly, any individual referred to in (c) or (d); or

() the party is a post-employment benefit plan for the
benefit of employees of the Group, or of any entity

that is a related party of the Group.

Property, plant and equipment and
depreciation

Property, plant and equipment, are stated at cost or valuation
less accumulated depreciation and any impairment losses. The
cost of an item of property, plant and equipment comprises its
purchase price and any directly attributable costs of bringing
the asset to its working condition and location for its intended
use. Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs and
maintenance, is normally charged to the income statement in
the period in which it is incurred. In situations where it can be
clearly demonstrated that the expenditure has resulted in an
increase in the future economic benefits expected to be
obtained from the use of an item of property, plant and
equipment, and where the cost of the item can be measured
reliably, the expenditure is capitalised as an additional cost of

that asset or as a replacement.

2.5
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Property, plant and equipment and
depreciation (Continued)

Valuations are performed frequently enough to ensure that
the fair value of a revalued asset does not differ materially
from its carrying amount. Changes in the values of property,
plant and equipment are dealt with as movements in the asset
revaluation reserve. If the total of this reserve is insufficient to
cover a deficit, on an individual asset basis, the excess of the
deficit is charged to the income statement. Any subsequent
revaluation surplus is credited to the income statement to the
extent of the deficit previously charged. On disposal of a
revalued asset, the relevant portion of the asset revaluation
reserve realised in respect of previous valuations is transferred

to retained profits as a movement in reserves.

Depreciation is calculated on the straight-line basis to write
off the cost or valuation of each item of property, plant and
equipment to its residual value over its estimated useful life.
The principal annual rates used for this purpose are as follows:
Land and buildings Over the lease terms
Leasehold improvements 5 to 10 years or over the lease
terms, whichever is shorter
Plant and machinery 2 to 15 years
Furniture, fixtures,
equipment and
motor vehicles 3 to 5 years
Where parts of an item of property, plant and equipment have
different useful lives, the cost or valuation of that item is
allocated on a reasonable basis among the parts and each part

is depreciated separately.

Residual values, useful lives and depreciation method are
reviewed, and adjusted if appropriate, at each balance sheet
date.
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Property, plant and equipment and
depreciation (Continued)

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on disposal or
retirement recognised in the income statement in the year the
asset is derecognised is the difference between the net sale

proceeds and the carrying amount of the relevant asset.
Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance
lease, the cost of the leased asset is capitalised at the present
value of the minimum lease payments and recorded together
with the obligation, excluding the interest element, to reflect
the purchase and financing. Assets held under capitalised
finance leases are included in property, plant and equipment,
and depreciated over the shorter of the lease terms and the
estimated useful lives of the assets. The finance costs of such
leases are charged to the income statement so as to provide a

constant periodic rate of charge over the lease terms.

Assets acquired through hire purchase contracts of a financing
nature are accounted for as finance leases, but are depreciated

over their estimated useful lives.

Leases where substantially all the rewards and risks of ownership
of assets remain with the lessor are accounted for as operating
leases. Where the Group is the lessee, rentals payable under
the operating leases are charged to the income statement on

the straight-line basis over the lease terms.
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Leases (Continued)

Prepaid land lease payments under operating leases are initially
stated at cost and subsequently recognised on the straight-line
basis over the lease terms. When the lease payments cannot
be allocated reliably between the land and buildings elements,
the entire lease payments are included in the cost of the land
and buildings as a finance lease in property, plant and

equipment.

Investments and other financial assets

Applicable to the year ended 31 March 2005:

Long term investment represents the Group's interests in its
former subsidiary in Mainland China which are intended to be
held on a long term basis. It is stated at its carrying value at
the time of its transfer to a long term investment less (i)
amortisation for the investment amount which will be recovered
through the receipt of subcontracting fees from the joint
venture partner over the subcontracting period; and (ii) any

impairment losses, on an individual investment basis.

Applicable to the year ended 31 March 2006:

Financial assets in the scope of HKAS 39 are classified as either
financial assets at fair value through profit or loss, loans and
receivables, and available-for-sale financial assets, as
appropriate. When financial assets are recognised initially, they
are measured at fair value, plus, in the case of investments not
at fair value through profit or loss, directly attributable
transaction costs. The Group determines the classification of
its financial assets after initial recognition and, where allowed
and appropriate, re-evaluates this designation at the balance

sheet date.
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2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Investments and other financial assets
(Continued)

Applicable to the year ended 31 March 2006: (Continued)

All regular way purchases and sales of financial assets are
recognised on the trade date i.e., the date that the Group
commits to purchase the asset. Regular way purchases or sales
are purchases or sales of financial assets that require delivery
of assets within the period generally established by regulation

or convention in the marketplace.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. Such assets are carried at amortised cost using
the effective interest method. Gains and losses are recognised
in the income statement when the loans and receivables are
derecognised or impaired, as well as through the amortisation

process.

Fair value

The fair value of investments that are actively traded in
organised financial markets is determined by reference to
qguoted market bid prices at the close of business on the balance
sheet date. For investments where there is no active market,
fair value is determined using valuation techniques. Such
techniques include using recent arm’s length market
transactions; reference to the current market value of another
instrument which is substantially the same; a discounted cash

flow analysis; and option pricing models.
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Impairment of financial assets (applicable to
the year ended 31 March 2006)

The Group assesses at each balance sheet date whether there
is any objective evidence that a financial asset or group of

financial assets is impaired.
Assets carried at amortised cost

If there is objective evidence that an impairment loss on loans
and receivables carried at amortised cost has been incurred,
the amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate computed
at initial recognition). The carrying amount of the asset is
reduced either directly or through the use of an allowance
account. The amount of the impairment loss is recognised in

the income statement.

The Group first assesses whether objective evidence of
impairment exists individually for financial assets that are
individually significant, and individually or collectively for
financial assets that are not individually significant. If it is
determined that no objective evidence of impairment exists for
an individually assessed financial asset, whether significant or
not, the asset is included in a group of financial assets with
similar credit risk characteristics and that group is collectively
assessed for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is or continues
to be recognised are not included in a collective assessment of

impairment.
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2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Impairment of financial assets (applicable to
the year ended 31 March 2006) (Continued)

Assets carried at amortised cost (Continued)

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the
previously recognised impairment loss is reversed. Any
subsequent reversal of an impairment loss is recognised in the
income statement, to the extent that the carrying value of the

asset does not exceed its amortised cost at the reversal date.
Assets carried at cost

If there is objective evidence that an impairment loss on an
unquoted equity instrument that is not carried at fair value
because its fair value cannot be reliably measured has been
incurred, the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value of
estimated future cash flows discounted at the current market
rate of return for a similar financial asset. Impairment losses

on these assets are not reversed.
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Derecognition of financial assets (applicable
to the year ended 31 March 2006)

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is

derecognised where:

° the rights to receive cash flows from the asset have
expired,;
o the Group retains the rights to receive cash flows from

the asset, but has assumed an obligation to pay in full
without material delay to a third party under a “pass-

through” arrangement; or

o the Group has transferred its rights to receive cash flows
from the asset and either (a) has transferred substantially
all the risks and rewards of the asset, or (b) has neither
transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the

asset.

Where the Group has transferred its rights to receive cash
flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the
extent of the Group’s continuing involvement in the asset.
Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount

of consideration that the Group could be required to repay.
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Derecognition of financial assets (applicable
to the year ended 31 March 2006) (Continued)

Where continuing involvement takes the form of a written
and/or purchased option (including a cash-settled option or
similar provision) on the transferred asset, the extent of the
Group’s continuing involvement is the amount of the transferred
asset that the Group may repurchase, except in the case of a
written put option (including a cash-settled option or similar
provision) on an asset measured at fair value, where the extent
of the Group’s continuing involvement is limited to the lower
of the fair value of the transferred asset and the option exercise

price.
Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at the fair
value of the consideration received less directly attributable

transaction costs.

After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost using the effective

interest method.

Gains and losses are recognised in net profit or loss when the
liabilities are derecognised as well as through the amortisation

process.
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Convertible bonds

The component of convertible bonds that exhibits characteristics
of a liability is recognised as a liability in the balance sheet,
net of transaction costs. On issuance of convertible bonds, the
fair value of the liability component is determined using a
market rate for an equivalent non-convertible bond; and this
amount is carried as a long term liability on the amortised cost
basis until extinguished on conversion or redemption. The
remainder of the proceeds is allocated to the conversion option
that is recognised and included in shareholders’ equity, net of
transaction costs. The carrying amount of the conversion option

is not remeasured in subsequent years.

Transaction costs are apportioned between the liability and
equity components of the convertible bonds based on the
allocation of proceeds to the liability and equity components

when the instruments are first recognised.

Derecognition of financial liabilities
(applicable to the year ended 31 March
2006)

A financial liability is derecognised when the obligation under

the liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the
original liability and the recognition of a new liability, and the
difference between the respective carrying amounts is

recognised in the income statement.
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the first-in, first-out basis and, in
the case of work in progress and finished goods, comprises
direct materials, direct labour and an appropriate proportion
of overheads. Net realisable value is based on estimated selling
prices less any estimated costs to be incurred to completion

and disposal.
Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash
and cash equivalents comprise cash on hand and demand
deposits, and short term highly liquid investments which are
readily convertible into known amounts of cash and which are
subject to an insignificant risk of changes in value, and have a
short maturity of generally within three months when acquired,
less bank overdrafts which are repayable on demand and form

an integral part of the Group’s cash management.

For the purpose of the balance sheet, cash and bank balances
comprise cash on hand and at banks, including term deposits,

which are not restricted as to use.
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be

made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the balance
sheet date of the future expenditures expected to be required
to settle the obligation. The increase in the discounted present
value amount arising from the passage of time is included in

finance costs in the income statement.

Income tax

Income tax comprises current and deferred tax. Income tax is
recognised in the income statement, or in equity if it relates to
items that are recognised in the same or a different period

directly in equity.

Current tax assets and liabilities for the current and prior periods
are measured at the amount expected to be recovered from or

paid to the taxation authorities.

Deferred tax is provided, using the liability method, on all
temporary differences at the balance sheet date between the
tax bases of assets and liabilities and their carrying amounts

for financial reporting purposes.

B 7% R Ak Y AE

Notes to Financial Statements

—EEANF=ZF=+—H
31 March 2006

25 ERSFTHEHME @

B

BT EHEEBEREG 2 B E CEFESH
k’f_%ﬁ)ﬂﬁﬂix—f%g,\mbﬁé{/}?u\ﬁ%‘wﬂ,ﬁfi
Hee i BB E(ER Sefhat BIMEREE-

WA EBEAN QIR BER
BANEE A BHARRS T Z RARA
ZBE-AERBEMEBRUHR 2RE
0 ThEt AR 2 G ARAR

Frig %t

15750 B2 45 B BR R 3% 3 A% 18 - {1 P 15 756 8
%ZIE_I_E‘ZZ:EHHFﬁETiﬁ\\HXZKﬁEWLZIE
J Tgﬁnﬁﬁjﬂizﬁﬁgnu

REMIBERRZANBARBREERA
B RAHANGERROXNTHEE
BBt HE-

77

BEERBDRBEEELE HREEREE
RBEZAMELERZFIE B 5L 75 R R
MEZREE B ERELHEE

“EEAEER BREBRERERLA

79



B H ¥R AR BT R

Notes to Financial Statements

—EEAF=ZHA=+—H
31 March 2006

2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (Continued)
Income tax (Continued)

Deferred tax liabilities are recognised for all taxable temporary

differences except:

o where the deferred tax liability arises from the initial
recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor

taxable profit or loss; and

o in respect of taxable temporary differences associated
with investments in subsidiaries and interests in jointly-
controlled entities, where the timing of the reversal of
the temporary differences can be controlled and it is
probable that the temporary differences will not reverse

in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary
differences, carryforward of unused tax credits and unused tax
losses, to the extent that it is probable that taxable profit will
be available against which the deductible temporary differences,
and the carryforward of unused tax credits and unused tax

losses can be utilised except:

3 where the deferred tax asset relating to the deductible
temporary differences arises from negative goodwill or
the initial recognition of an asset or liability in a
transaction that is not a business combination and, at
the time of the transaction, affects neither the

accounting profit nor taxable profit or loss; and

o in respect of deductible temporary differences associated
with investments in subsidiaries and interests in jointly-
controlled entities, deferred tax assets are only
recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable
future and taxable profit will be available against which

the temporary differences can be utilised.
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2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Income tax (Continued)

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

utilised.

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply to the period when the asset is
realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted at the

balance sheet date.

Deferred tax assets and deferred tax liabilities are offset, if a
legally right exists to set off current tax assets against current
tax liabilities and the deferred taxes relate to the same taxable

entity and the same taxation authority.
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2.5 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be

measured reliably, on the following bases:

(a) from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the
buyer, provided that the Group maintains neither
managerial involvement to the degree usually associated
with ownership, nor effective control over the goods

sold;

(b) interest income, on an accrual basis using the effective
interest method by applying the rate that discounts the
estimated future cash receipts through the expected
life of the financial instrument to the net carrying

amount of the financial assets; and

(c) subcontracting fee income, on an accrual basis and in

accordance with the relevant subcontracting agreements.
Employee benefits
Employment Ordinance long service payments

Certain of the Group’s employees have completed the required
number of years of service to the Group in order to be eligible
for long service payments under the Hong Kong Employment
Ordinance in the event of the termination of their employment.
The Group is liable to make such payments in the event that
such a termination of employment meets the circumstances

specified in the Hong Kong Employment Ordinance.

A provision is recognised in respect of the probable future
long service payments expected to be made. The provision is
based on the best estimate of the probable future payments
which have been earned by the employees from their service

to the Group to the balance sheet date.
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Employee benefits (Continued)
Retirement benefits

The Group operates a defined contribution Mandatory Provident
Fund retirement benefits scheme (the “MPF Scheme"”) under
the Mandatory Provident Fund Schemes Ordinance, for those
employees who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of the
participating employees’ basic salaries and are charged to the
income statement as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF Scheme
are held separately from those of the Group in an independently
administered fund. The Group’s employer contributions vest
fully with the employees when contributed into the MPF

Scheme.

The employees of the Group's subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage of
their payroll costs to the central pension scheme. The
contributions are charged to the income statement as they
become payable in accordance with the rules of the central

pension scheme.
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Foreign currencies

These financial statements are presented in Hong Kong dollars,
which is the Company’s functional and presentation currency.
Each entity in the Group determines its own functional currency
and items included in the financial statements of each entity
are measured using that functional currency. Foreign currency
transactions are initially recorded using the functional currency
rates ruling at the date of the transactions. Monetary assets
and liabilities denominated in foreign currencies are retranslated
at the functional currency rates of exchange ruling at the
balance sheet date. All differences are taken to the income
statement. Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when the

fair value was determined.

The functional currencies of certain overseas subsidiaries and
jointly-controlled entities are currencies other than Hong Kong
dollar. As at the balance sheet date, the assets and liabilities
of these entities are translated into the presentation currency
of the Company at the exchange rates ruling at the balance
sheet date and, their income statements are translated into
Hong Kong dollars at the weighted average exchange rates for
the year. The resulting exchange differences are included in a
separate component of equity. On disposal of a foreign entity,
the deferred cumulative amount recognised in equity relating
to that particular foreign operation is recognised in the income

statement.
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2.5

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Foreign currencies (Continued)

For the purpose of the consolidated cash flow statement, the
cash flows of overseas subsidiaries are translated into Hong
Kong dollars at the exchange rates ruling at the dates of the
cash flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are translated into
Hong Kong dollars at the weighted average exchange rates for

the year.
SIGNIFICANT ACCOUNTING JUDGEMENTS
Judgements

In the process of applying the Group's accounting policies,
management has made the following judgements, which have
the most significant effect on the amounts recognised in the

financial statements.
Impairment of assets

In determining whether an asset is impaired or whether the
event previously causing the impairment no longer exists, the
Company has to exercise judgement in the area of asset
impairment, particularly in assessing: (1) whether an event has
occurred that may affect the asset value, or such an event
affecting the asset value has not been in existence; (2) whether
the carrying value of an asset can be supported by the net
present value of future cash flows, which are estimated based
upon the continued use of the asset; and (3) the appropriate
key assumptions to be applied in preparing cash flow projections
including whether these cash flow projections are discounted
using an appropriate rate. Changing the assumptions selected
by management to determine the level of impairment, including
the discount rates or the growth rate assumptions in the cash
flow projections, could have a material effect on the net present

value used in the impairment test.

B 7% 3R 3= MY &
Notes to Financial Statements

—EEANF=ZF=+—H
31 March 2006

25 ERSFTHEHME @

I ()

REARSRBERRM S BINIER A
ZEERENRASTHRREZ B IAER
EXEREBT-BEFELTHEZE
SN B R R R RS RERF N2 I
FHEXRFERBIT

3. EESTHE
H R

RIRMARE Y B RER BB EDIE
A T U B RE RN B EAYE Y
$1 -

BEBE

REBERGRENBTEIUREZ FH
REETBEEER ARRALEEERE
FEEHH BRI (MWEERER
M= BRIy EEER KT ESL
EEZEHRETBEEE: QAEREE
ERETHRARESRE REZEFREE
) FREXH RQRERERE
BRARMAZEE X EZRE (BREZER
SREEARESANAEEMEURE) &
WEREER ZBREAEERENKTE (2
BREESAREBA 2B RIERERER)

A RENAMAZFREGKREAN
-2 X4

“EEAEER BREBRERERLA

85



B H ¥R AR BT R

Notes to Financial Statements

—EEAF=ZHA=+—H
31 March 2006

4.

DISCONTINUED OPERATION

During the year ended 31 March 2005, the Group discontinued

its business of manufacturing and trading of PVC floor

coverings, following the disposal of its entire equity interest in

Beijing William Shun Plastic Products Company Limited

("BJWS"), a 51%-owned subsidiary, which has been loss-

making in recent years.

The results attributable to the PVC floor coverings business for

the year ended 31 March 2005 were as follows:

RIEEEER

HE_ZTTAF=A=+—HIEFE &
SENHEASEEAST % BELRNII
F-EHESHBEIRZHEB AR RE IR
BEMARAR ([EERIE]) 2280k
BRIEREREREERMRER-

REBEE-—_ETZRE=A=+—HBItFE"
BHAR IS e 2 EE T

2006 2005
HK$'000 HK$'000
—2eAE —FTRF
FERT FAIT
REVENUE U - 39,775
Cost of sales 84 65 B AN - (41,738)
Gross loss E1E - (1,963)
Other income Hab A - 114
Selling and distribution costs $HE Ko KA - (428)
Administrative expenses THRAX - (1,138)
Other operating expenses, net H b & & M558 - (1,396)
Finance costs B 75 AR AR - (255)
Loss on disposal of HE—BRIEEEER
a discontinued operation 2 BB - (7,554)
LOSS BEFORE TAX FROM A RIEREXEK 2
DISCONTINUED OPERATION BR B Al &5 1] - (12,620)
TAX BIE - =
LOSS FOR THE YEAR FROM TEERIEREEL
A DISCONTINUED OPERATION ZEB - (12,620)
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DISCONTINUED OPERATION (continued)

The net cash flows attributable to the discontinued operation

are as follows:
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RIEREER &)

EEBEGZESREFEMOT:

2006 2005
HK$'000 HK$'000
—BRAE —EERF
FET T T
Net cash inflow from operating activities #%2 %7 2 IR & m AJF 58 - 648
Net cash outflow from investing activities &% & & &) 2 IR & i i 5 58 - (435)
Net cash inflow WEmAFE - 213
2006 2005
HK$°000 HK$'000
—zEiE —sTa4
FHER FAT
LOSS PER SHARE BRER

— Basic, from the discontinued —ER-REKLE

operation KEER - (0.38 centi# )

— Diluted, from the discontinued

operation

—BH REKRLE

The calculations of basic loss per share amount from the

N/A 3@ A

RIERERBZBREABRSBIRE

discontinued operation are based on: T5|EB &
2006 2005
—gEAF —s2R%F
Loss attributable to equity holders RRAIERFEEA
of the Company from JEAE 4% |48 & 2 7%
the discontinued operation B8 - |HK$12,620,0007% 7T
Weighted average number of shares SFESRERNBEMERZ
in issue during the year used in FAEETRG
the basic loss per share calculation Z N F N/ATiE H 3,363,419,178
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SEGMENT INFORMATION

Segment information is presented by way of the Group’s primary
segment reporting basis, by business segment. In determining
the Group’s geographical segments, revenues are attributed to
the segments based on the location of the customers, and
assets are attributed to the segments based on the location of
the assets. No further geographical segment information is
presented as over 90% of the Group’s revenue, results and

assets are attributable to its operations in Mainland China.

The Group’s operating businesses are structured and managed
separately, according to the nature of their operations and the
products and services they provide. Each of the Group’s business
segments represents a strategic business unit that offers
products and services which are subject to risks and returns
that are different from those of the other business segments.

Summary details of the business segments are as follows:

Continuing operations:

(a) the PVC films segment engages in the manufacture and
sale of PVC films; and

(b) the corporate and other activities segment engages in
investment holding and provision of administrative
services for Group companies.

Discontinued operation (for the year ended 31 March 2005):

(a) the PVC floor coverings segment engaged in the

manufacture and sale of PVC floor coverings.

DHEMUAREE T2 REREERD
DRER-NEAREE D EE WA
DREPHEMBRSE EREETNRE
EFTAEHE D R MR AR B B0% K
XENEEARBREKN[EZ 8 QI
BERZHMEROBER-

AEBZEEXB TR EFH L IARHR
REZEmMRREMBLABEREE -
SEE-BHEHIBERR AR ERS
BEAL - i AT R (2 B o e ARG P A 2
B RO BEMEHEDIBEAMTARE
BoBzHB BAWmT:

(@ BHERIBRRERERHEER
i &

(b)) EREMGEBIBRSEKERE
BB RE-REXEWARFASA

(@ BHRERIBUERERKEE
B AR :
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SEGMENT INFORMATION (Continued) 5. 2EESR @
The following tables present revenue, profit/(loss) and certain Ti%ﬁﬂéﬁi TERFER_TTRF=
asset, liability and expenditure information for the Group’s ST—BIEFERASEEB S F I
business segments for the years ended 31 March 2006 and momA (BEE)URETEE AE
2005. Bl B #t e
Group &
Continuing operations Discontinued operation Consolidated
Corporate and PVC floor
PVC films other activities Total coverings
FESEER frgezy &4
BA LEREMER (1] Btk
2006 2005 2006 2005 2006 2005 2006 2005 2006
2005
HKS'000 |  HKS'000 | HKS'000 | HK$'000 | HKS'000 | HKS'000 | HK$'000| HK$'000 | HKS'000| HKS'000
(Restated) (Restated) (Restated)
ZEIRE|ZTTRE 2BER $ CZERE |ZERAE | CE5AE |ZRRAE | ZETRF |223AE| 2T%RE
TAR| TAR| TAR| TAR| TAR| TAR| TaR| TAr| Tan| Tz
(83) (831) (831)
Seqment revenue: PENE
Sales to external customers RETHBER 282,886 | 292,020 - - | 282,886 | 292,020 -| 39775 | 282,886 | 331,795
Other income ERA - - 481 467 481 467 - - 431 467
Total &t 282,886 | 292,020 481 467 | 283,367 | 292,487 - 39,775 | 283,367 332,262
Segment results PEER 795 | 10,291 | (17,222)] (21,218) | (9,266) (10,927) -1 (12479 | (9,266) (23,406)
Interest income and FEMAR
unallocated revenue AARYE 11,309 5,060 - 14| 11309 5174
Finance costs BBNA (3.922) (10,134) - (255 (3,922 (10,389)
Share of profits and losses of Frif G %
jointly-controlled entities B RER - - 276 483 276 483 - - 276 483
Loss before tax REAEE (1.603)( (15,518 S| (12620 (1,603) (28,138)
Tax e 2,264  (105) - - | 2264 (105
Profit/(loss) for the year AERER/ (BR) 661 (15,623) -| (12,6200 661 (28,243)
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5.

SEGMENT INFORMATION (continued)

5.

TEER @)

Group
Continuing operations Discontinued operation Consolidated
Corporate and PVC floor
PVC films other activities Total coverings
FREEXK REBERH 54
B#H EEREMER 8% BiA
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
HKS$'000 |  HK$'000 | HK$'000 | HKS'000 | HKS$'000 | HKS'000 | HKS$'000 | HK$'000 | HKS'000 | HK$'000
(Restated) (Restated) (Restated)
Z¥9E | STTEE SRRAE| STEEF [<9EAE [SPIE [S99AE|SRREF -ewAE | -TEAS
TiEn Thn TiEn ThR TEn Tin TEn Thn TiEn Thn
(251) (831) (251)
Segment assets HREE 134,698 | 147903 | 7.613| 10,148 | 142311| 158,051 - - | 142311 158,051
Interests in jointly-controlled entities KRB X ER - - | 4002|8491 | 4002 8491 - - | 4002|8491
Unallocated assets APMAE 19,888 | 17,573
Total assets BEE 166,201 | 184,115
Segment liabilities HRAR (37,939) (38.927)| (6.088) (5,521) | (44,027)| (44,448) - - | (aa027)| (44,448
Unallocated liabilities AAREE (56,114)] (146,059)
Total liabilities A (100,141)| (190,507)
Other seqment information: EpHBER:
Depreciation nE 14,006 | 14,217 234 78| 14240 14295 - 3841 | 14240 18,136
Recognition of prepaid land ERTHAE
lease payments HE 104 123 - = 104 123 - = 104 123
Impairment of interest in RERBHGE 2 ER
a jointly-controlled entity LHE - - | 3500 7425 3500 7425 - - | 3500 7425
Deficit/(surplus) on revaluation Elny S
of buildings ER/ (Bf) - 21) 63 m) 63 (32) - - 63 (32)
Bad debts written off BRMH - - - - - - - 514 - 514
Loss on disposal of items of HENZ BER
property, plant and XEEACBE
equipment 1,566 - - - 1,566 - - 875 1,566 875
Loss on disposal of HE-HRRZHLE
a jointly-controlled entity bl 7 - - 2,074 - 2074 - - - | 2,07 -
Gain on derecognition of a long HEEARBENER
term receivable LB - - | (1,636) - | (1,636) - - - | (1,636) -
Gain on derecognition of prepaid REERTHEE
land lease payments REZRA (20) (1,178 - - (08)[ (1,178) - - (206) (1,178
Capital expenditure BAEY 1,689 2,102 65 23 1,754 2,125 - 435 1,754 2,560
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REVENUE AND OTHER INCOME 6. WaEREMEA
Revenue, which is also the Group’s turnover, represents the WS BN ARS B 2 & X5 HIEEHNRKRRE
net invoiced value of goods sold, after allowances for returns RESGHTMNE 2 EERRE ETBES
and trade discounts, but excludes intra-group transactions. FMzR5-
An analysis of revenue and other income is as follows: REBZ YR REMBADTAT:
Continuing Discontinued
operations operation Total
BECEXEY RILREER k]
2006 2005 2006 2005 2006 2005
HK$000 | HK$'000 | HKS$'000 | HK$'000 | HK$000 | HK$'000
SREAF |SFTTLF |SREAF |“TTIF |SFENEF |“TTDF
FTER FHT FTHER FHET FEx FHT
Revenue Iy &=
Sale of goods s 282,886 | 292,020 - | 39,775 | 282,886 | 331,795
Other income Hith g A
Bank interest income R17 A B WA 920 6 - - 90 6
Subcontracting fee income ABBERA 481 467 - - 481 467
Others Hih 119 114 - 114 119 228
690 587 - 114 690 701
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7.

LOSS BEFORE TAX 7. BRBATEE
The Group’s loss before tax is arrived at after charging/ AREEBRFBATEEE NG, (GFA) T
(crediting): XIE:
Continuing Discontinued
operations operation Total
FREREXYB RIEREER fk
2006 2005 2006 2005 2006 2005
Notes HK$"000 HK$'000 | HK$'000 HK$'000 |  HK$'000 HK$'000
(Restated) (Restated)
CRRAE |ZZTHF (ZBEAE | ZTTIHF |ZTTRE | ZTTIF
Bt = FTER FET FTER FHET FER FET
(Z31) (&27))
Cost of inventories sold BEERERA 260,773 | 272,238 -| 41,738 | 260,773 | 313,976
Depreciation e 14 14,240 14,295 - 3,841 14,240 18,136
Less: Amount included in WBAEERE
cost of inventories sold B 2 B (13,544)| (13,452) - (3,819)| (13,544)| (17,271)
696 843 - 22 696 865
Amortisation of a long REIEKAER
term receivable/ RHRE 2B
long term investment 168 284 - = 168 284
Recognition of BRTHAEE
prepaid land FKIE
lease payments 15 104 123 - - 104 123
Minimum lease T REF
payments under ZIREHE
operating leases e &EHRIE
in respect of land
and buildings 3,062 3,568 - = 3,062 3,568
Less: Amount included in B BEABREFE
cost of inventories sold PR 2 B (2,366)| (2,307) - - | (2366)] (2,307)
696 1,261 - - 696 1,261
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LOSS BEFORE TAX (cContinued) 7. %ﬁﬁﬁ%ﬁ (#&)
Continuing Discontinued
operation operation Total
BHEEEEY RIEREER B
2006 2005 2006 2005 2006 2005
Notes HK$'000 | HK$'000 | HK$'000 | HK$'000 | HKS$'000 | HK$'000
(Restated) (Restated)
—EEAREF |ZTTHE |Z2EAF |ZZTAF |ZTEAREF | ZZTZTREF
B 5 FTER FAT TER FHAT FER FAT
(&%) (&%)
Auditors’ remuneration  ZEEIE & 850 890 - = 850 890
Employee benefits EERAMAZ
expense (excluding (T e
directors’ remuneration EEM&
- note 9): — K7E9) ¢
Wages and salaries IER%® 11,787 | 11,541 - 1,795 | 11,787 | 13,336
Less: Amount BBEAEE
included in cost of FERA
inventories sold 2 B (4,828)| (4,691) - | (1,300)| (4,828)| (5,991)
6,959 6,850 - 495 6,959 7,345
Pension scheme RIS FT 85K
contributions 271 260 - 93 271 353
Less: Forfeited R WA R

contributions - - - _ - _

Net pension scheme Rk =t2
contributions HRFRE 271 260 - 93 271 353

Impairment of an interest — R EREHI %2

in a jointly-controlled w2 R E*

entity * 3,500 7,425 - - 3,500 7,425
Deficit/(surplus) on EHEFZER/

revaluation of (B8R) *

buildings * 63 (32) - - 63 (32)
Bad debts written off * R g~ - = - 514 - 514
Loss on disposal of HEWE BE

items of property, KkFEEE

plant and equipment * Z BB 1,566 - - 875 1,566 875
Loss on disposal of HE—HER

a jointly-controlled | b 2

entity * 2B 2,074 = - = 2,074 =
Gain on derecognition of EUH 32 & £ & U BR 3

a long term receivable * Z & F* (1,636) - - - | (1,636) =
Gain on derecognition BUR R L3t

of prepaid land lease MERBEZ

payments * B> (206)| (1,178) - = (206)| (1,178)
* These items are included in “Other operating expenses, net” = ZEEB EtALRE WS RA [ H AL

on the face of the consolidated income statement. ERZFE] P
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8. FINANCE COSTS 8. HMBAAE
Group
AEE
2006 2005
HK$'000 HK$'000
—2eAE —®ERF
THET FET
Interest on: TH BB ZHE :
Bank loans and other RITERREMER
loans wholly repayable ARAFNRN
within five years BHEEER 3,461 6,060
Convertible bonds AR (& 5 439 4,168
Finance leases B E 4 22 161
Total interest F 2 4R 3,922 10,389
Attributable to a discontinued FER 4R IE &
operation (note 4) (PF7E4) - 255
Attributable to continuing operations IR EE W R 2
reported in the consolidated FEAG FF 1S & 75
income statement 3,922 10,134
3,922 10,389
DIRECTORS’ REMUNERATION 9. EEM=E
Directors’ remuneration for the year, disclosed pursuant to the FRN EFTHeREBEBTBHRERIMER
Rules Governing the Listing of Securities on The Stock Exchange ARIFEHFLEMBRA([TETHRAL) REE
of Hong Kong Limited (the “Listing Rules”) and Section 161 of NEMEBIE 16T RBEFIENAT:
the Hong Kong Companies Ordinance, is as follows:
Group
rEE
2006 2005
HK$’000 HK$'000
S —TTR4
FET FHET
Fees for independent BUFRTESHES
non-executive directors 180 180
Other emoluments for executive directors: WOTEEZEMMS:
Salaries, allowances and benefits in kind He EBEREMEA 2,589 3,170
Pension scheme contributions RIS T8 2 R 24 24
2,613 3,194
2,793 3,374
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9. DIRECTORS’ REMUNERATION (continued) 9. EEME @
Salaries,
allowances Pension
and benefits scheme Total
Fees in kind contributions remuneration
HK$'000 HK$'000 HK$'000 HK$'000
e RER
we BENER G [EF:R
FET FET FET FET
2006 —EBARE
Executive directors: BITES
Tang Kuan Chien EE - 1,200 12 1,212
Chang Bin Lin SR 4R AR - 180 - 180
Tang Wei Lun [ 12 f - 924 12 936
Andy Hsiao-An Yuan Andy Hsiao-An Yuan - 60 - 60
Cheung Ming Leung Denver SREAR - 50 - 50
Lam Chi Yin Henry A AR - 75 - 75
Yang Ting 15 5 - 100 - 100
Independent non-executive BUEMITES:
directors:
Au Kwok Yee Benjamin (EEIES 80 - - 80
Hung Shean | At — 50 - - 50
Wong Nai Ping =¥ 50 - - 50
180 2,589 24 2,793
2005 2
Executive directors: HMITEE:
Tang Kuan Chien EE # = 1,414 12 1,426
Chang Bin Lin 5 K AR - 240 - 240
Tang Wei Lun EEMm - 539 7 546
Cheung Ming Leung Denver Rk EA R - 50 - 50
Yang Ting 15 5 - 240 - 240
Wong Chi Chung =mER - 687 5 692
Independent non-executive BYIERITES:
directors:
Au Kwok Yee Benjamin (FEIES 80 - - 80
Hung Shean | AR — 50 - - 50
Wong Nai Ping =T 50 - - 50
180 3,170 24 3,374
There was no arrangement under which a director waived or FAWBEZWRENREREEMHEH
agreed to waive any remuneration during the year. ZHEo
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10. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included two
(2005: three) directors, details of whose remuneration are set
out in note 9 above. Details of the remuneration of the
remaining three (2005: two) non-director, highest paid

employees for the year are as follows:

10.

IfuBSHMNES

FRAAURSFEMNEEREMUL (ZTF
hFE =) BEF REZHMEFHEEN L
MXHIEE9 - R N =z (T TR EF WAL 3F
E=ZRRFMEERFAZBE2T:

Group
AEE
2006 2005
HK$'000 HK$'000
e L —TERE
FERT FET
Salaries, allowances and benefits in kind 4 8 R E 12 A 1,260 701
Pension scheme contributions NG IE  d 12 24
1,272 725

The remuneration of the three (2005: two) non-director, highest
paid employees fell within the band of nil to HK$1,000,000.

During the year, no emoluments were paid by the Group to
the directors of the Company or any of the five highest paid
individuals as an inducement to join or upon joining the Group

or as compensation for loss of office.

—EZ(CEERE WMB) IEERD T
EEMBEN<E BN ZZ=1,000,0007% 7T B
4RI

PN
ird

FRAKERERASTRIIBESHEM
T &S ME S AR EER(ERBER
2 E M A ER KR
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TAX i 18
Group
TEE
2006 2005
HKS$'000 HK$'000
e L —ETnF
FH 7 Fib
Current year provision: NEZEAE:
Hong Kong BE 143 -
Mainland China A K R 271 =
Underprovision/(overprovision) of FERARFRIEZ
current tax in respect of prior years: TRERE (BEERE) -
Hong Kong B - 105
Mainland China B K e (2,678) =
(2,678) 105
Tax charge/(credit) for the year FEHBERAS (ER) (2,264) 105

Hong Kong profits tax has been provided at the rate of 17.5%
on the estimated assessable profits arising in Hong Kong during
the year (2005: Nil). Taxes on profits assessable elsewhere have
been calculated at the rates of tax prevailing in the regions in
which the Group operates, based on existing legislation,

interpretations and practices in respect thereof.

One of the subsidiaries operating in Mainland China is exempt
from income tax for two years starting from its first profitable
year of operations and is entitled to a 50% relief from income
tax for the following three years under the Income Tax Law of
the People’s Republic of China (the “PRC"), which has been
loss-making since its establishment and accordingly income tax
has not been provided for the year ended 31 March 2006
(2005: Nil). For another subsidiary operating in Mainland China,
as it remains loss-making during the year, no income tax has

been provided (2005: Nil).

FRNFRIRFRRNER Z (AT ER
BB M AR ZEN17 5% ELEE (TR
F:F) B TT Z R A 2 BHIATY
BRAKEKLEXBABER 2RTE
o BERES REZFERZBRARE
&

RIBREARLME ([FE]) AEFRE
ATETFERERLE 2B QEHEEE
NMELEREEMFARHAFHR BRE
BR=FANERM0%ZAEH - AEBE
TEARELEZHP-—HNBAR B HTE
ML ARG EGER FAitEzE —FF
NEZA=T—BLFELEFELNEH
ZH(ZFFTLFF) ARSZ—HRTF
BIRPERE Z B AR F NSRS EE
At BIEHAERHER (ZFTFTLF:
=) o

=
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11. TAX (Continued) 11. H1E @)
The Group has tax losses arising in Hong Kong of REBREBEHSHIARE 150,623,000
HK$150,623,000 (2005: HK$150,665,000) that are available BT (ZZEZTAHF 150,665,000 7T) ' 7]
indefinitely for offsetting against future taxable profits of the AREEEIREE AR B REMARZH
companies in which the losses arose. Deferred tax assets have BHuM- AAZENEBEERE &S
not been recognised in respect of these losses as they have —RIEBEEZRAR MBHREILERL L
arisen in the companies that have been loss-making for some EEERRELEHRBEEE
time.
A reconciliation of the tax expense applicable to profit/(loss) RA R A R H B A &) A e B 5OE B i 3
before tax using the statutory rates for the locations in which ATEEBRBRBAEFR S (B8) 2FE
the Company, its subsidiaries are domiciled to the tax expense AR ERHEFGE2HER UREA
at the effective tax rates is as follows: B (AEER ) EERF X 2 R0
T
Group - 2006 TERE-—FFRF
Mainland
Hong Kong China Total
HK$°000 HK$'000 HK$°000
BB B K RE Bt
FHR FHR FHR
Profit/(loss) before tax BREL AR (E18) 5,869 (7.472) (1,603)
Tax at the statutory tax rates BREEMETE 2B 1,027 (2,466) (1,439)
Lower tax rate/tax concession for BR&E 0D RTE B
specific provinces or local authority ZEERE BB ER - 986 986
Adjustments in respect of current tax of L ATFE & HAF A
previous years 2 - (2,678) (2,678)
Income not subject to tax BEANT 2 BA (2,239) - (2,239)
Expenses not deductible for tax I LA 3 1,397 271 1,668
Tax losses not recognised REERTIEE 8 1,818 1,480 3,298
Tax losses utilised from previous periods RIEAARB) A 2 FIBEE 2 F A (1,860) - (1,860)
Tax charge/(credit) at the Group’s AEEREBRHREFTEZ
effective rate MERAX (FR) 143 (2,407) (2,264)
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11. ®iE @)

Group - 2005 AEB-—ZFZTHEF
Mainland
Hong Kong China Total
HK$'000 HK$'000 HK$'000
BB A B K BE wEt
FH& T FAIT FAT
Loss before tax (including loss from BRERTEE (BRERLE
a discontinued operation) REXEB 2 BE) (15,871) (12,267) (28,138)
Tax at the statutory tax rates BEEMETE 2 TIB (2,777) (4,048) (6,825)
Lower tax rate/tax concession for specific AR & (» &5 & B
provinces or local authority ZEBIEBE BB ER - 1,315 1,315
Adjustments in respect of current tax of  Ht 7L AT E & BRI 18 2 7 &
previous years ) 105 - 105
Income not subject to tax BENT 2 WA (33,945) = (33,945)
Expenses not deductible for tax I L 3 32,858 - 32,858
Tax losses not recognised RIERTEHE B 4,687 2,733 7,420
Tax losses utilised from previous periods ATHARENFE 2 BT E 1B 2 (£ A (823) = (823)
Tax charge at the Group’s REBEREBRHEXAEZ
effective rate 758 I8 A 32 105 = 105

Tax charge attributable to a discontinued

operation (note 4)

Tax charge attributable to continuing
operations reported in the

consolidated income statement

FEfE — AR IEREETE
ZBIAERF (M E4) =

HIREEWEEZ
FEERBECEELZ
THIER X 105
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12.

13.

LOSS FROM ORDINARY ACTIVITIES
ATTRIBUTABLE TO EQUITY HOLDERS OF
THE COMPANY

The loss from ordinary activities attributable to equity holders
of the Company for the year ended 31 March 2006 dealt with
in the financial statements of the Company, was HK$5,562,000
(2005: HK$29,062,000) (note 33(b)).

EARNINGS/(LOSS) PER SHARE
ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE COMPANY

The calculation of the basic earnings/(loss) per share amount is
based on the profit/(loss) for the year attributable to ordinary
equity holders of the Company of HK$599,000 (2005: a loss
of HK$28,133,000 (restated)),
number of 5,048,714,336 (2005: 3,363,419,178) ordinary

shares in issue during the year.

and the weighted average

Diluted earnings/(loss) per share amounts for the year ended
31 March 2006 and 2005 have not been disclosed, as the
convertible bonds outstanding during both years had an anti-
dilutive effect on the basic earnings/(loss) per share for both

years.

12.

13.

RARAREEFEARBERE
XBER

RARZMBREAFEZEEZTT S
FZA=T—RHIEFEARRAIEEFEAA
FE1E B E 15 B8 F /55,562,000 7T
(ZZEZT A H:29,062,000/ ) (Ff7E33
(b)) °

RARAREEFEABRGER
=R (BE)

BRENERN, (BER) NRAFEAA
Al A AR EA, (BHE) 599,000
BT (ZZEZEFRH4F:28,133,0008 T (&
7)) RERNE BT ERRRMD 2 NET
¥ #5,048,714,336f ( — T T H
4:3,363,419,178f%) 5T & -

HRBEZZTNFR-ZZETRF=A=
THIEFERER B TRRESHZ
EFEEGRENRRN(FR) ARES
FE RBETABREZEFEZERES
wm A (EE) »
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14. PROPERTY, PLANT AND EQUIPMENT 14. PNE-BERRZE
Group rEE
Furniture,
fixtures,
equipment
Land and Leasehold Plant and and motor
buildings improvements machinery vehicles Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
HE BEXE EEHE
THREF MEEE R#E RERARE G
TR TR TEx TER TEx
31 March 2006 “EEREZRA=1-H
At 1 April 2005: RZZZThEMA—A:
Cost or valuation (restated) R A5 {E (E5) 9,110 12,031 155,159 9,379 185,679
Accumulated depreciation 2EME - (5,348) (96,972) (8,017) (110,337)
Net carrying amount REFEE
(restated) (231) 9,110 6,683 58,187 1,362 75,342
At 1 April 2005, net of RZZEREMA—-R"
accumulated depreciation ZHTEFE 9,110 6,683 58,187 1,362 75,342
Additions ANE - - 398 1,356 1,754
Disposals/write-off HE /M - = (1,610) = (1,610)
Revaluation X 286 - - - 286
Exchange realignment ShEE A B 35 188 1,566 29 1,818
Depreciation provided during
the year ERHE (227) (1,429) (11,985) (599) (14,240)
At 31 March 2006, net of R=FEZERF=A=1+—-H"
accumulated depreciation 2T EFE 9,204 5,442 46,556 2,148 63,350
At 31 March 2006: R=ZEEAF=A=1+—H:
Cost or valuation A A 9,204 12,368 148,039 9,461 179,072
Accumulated depreciation 2:iTE - (6,926) (101,483) (7.313) (115,722)
Net carrying amount REFE 9,204 5,442 46,556 2,148 63,350
Analysis of cost and valuation: B A R 8.2 27 :
At cost BB - 12,368 148,039 9,461 169,868
At 31 March 2006 BR-TENE
valuation ZA=t+—-BzfE 9,204 - - - 9,204
9,204 12,368 148,039 9,461 179,072
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14. PROPERTY, PLANT AND EQUIPMENT 14. PE-BEERRE @)
(Continued)
Group &
Furniture,
fixtures,
equipment
Land and Leasehold Plant and and motor
buildings improvements machinery vehicles Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HE BRERE BAE2E
T RES VEZT BB RERAE A
FH1 THT TR 5 FHT
31 March 2005 —Z2ZRf=ZA=1-H
At 1 April 2004 RZZENEMA—R:
Cost or valuation N 35,390 12,230 229,123 10,900 287,643
Prior year adjustment BEFERE (21,000) - - - (21,000)
Accumulated depreciation 2ETE - (4,799) (132,668) (9,742) (147,209)
Net carrying amount REFE
(restated) () 14,390 7,431 96,455 1,158 119,434
At 1 April 2004, net of R-_ZZMFMA-F"
accumulated depreciation ZHTEFE 14,390 7,431 96,455 1,158 119,434
Additions NE 1,085 - 288 1,187 2,560
Disposals HE - - (1,463) (40) (1,503)
Disposal of a subsidiary HE—HIEARF (5,849) - (20,781) (528) (27,158)
Revaluation Bfh 145 - = = 145
Depreciation provided during
the year FRME (661) (748) (16,312) (415) (18,136)

At 31 March 2005, net of R-EZRE=A=1+—R"

accumulated depreciation ZHTEFSE 9,110 6,683 58,187 1,362 75,342
At 31 March 2005; R-EFRE=A=1+—-A:

Cost or valuation Ak 4 E 9,110 12,031 155,159 9,379 185,679

Accumulated depreciation ZETE - (5,348) (96,972) (8,017) (110,337)

Net carrying amount FEFE 9,110 6,683 58,187 1,362 75,342

Analysis of cost and valuation: B [ f& 18,2 27 :

At cost BRA = 12,031 155,159 9,379 176,569

At 31 March 2005 R-EERF=A=+—H
valuation ZhE 9,110 = = = 9,110
9,110 12,031 155,159 9,379 185,679
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14.

PROPERTY, PLANT AND EQUIPMENT
(Continued)

The Group’s land and buildings are held under medium term

leases outside Hong Kong.

The Group’s land and buildings were revalued by LCH (Asia-
Pacific) Surveyors Limited (“LCH"), independent professionally
qualified valuers, on the open market, existing use basis, at 31
March 2006 at HK$9,204,000 in aggregate. The deficit and
surplus so arising has been charged to the consolidated income
statement and credited to the asset revaluation reserve as to
HK$63,000 (note 7) (2005: a surplus of HK$32,000 (restated))
and HK$349,000 (2005: HK$113,000 (restated)), respectively.

Had these land and buildings been carried at historical cost
less accumulated depreciation and impairment losses, their
carrying values would have been approximately HK$8,375,000
(2005: HK$8,651,000 (restated)).

The net book value of the Group’s assets held under finance
leases included in the total amount of a motor vehicle at 31
March 2006 amounted to HK$733,000 (2005: Nil).

At 31 March 2005 and 2006, certain of the Group’s buildings
were pledged to secure certain credit facilities granted to the
Group (note 25). At 31 March 2005, certain of the Group’s
plant and machinery were pledged to secure a loan from a

shareholder granted to the Group (note 28).

B 7% R Ak Y AE

Notes to Financial Statements

14.

—EEANF=ZF=+—H
31 March 2006

ME-BERRKE @

AL BEEPROREEUIMEE BT
CED

T RAEFIIRBE L B E S EREERM
MEBITREMABRAR ([FBET])R=
TERF=ZA=T—HEAAMSHEAAR
Az EEMERSG £9,204,000% 7T ° 5i
b EE A 2 B 18 R A £263,00078 7T (FIFE7)
(ZZZTAF 32,0008 T E% (EF) ) &
349,000/ T (ZZEZE A :113,000% 7T
(E7))) ED RIRERE W R HR RET A
BESHHEG

firl T ith KB FIRE L K AERRETE
REEEREIEK MERABEENR
8,375,000/ 7T (Z=Z 1 ¥ :8,651,000/8
7L (EF])) °

R-BERFEF=A=1+—8 BFEESE
TREBREBAOFEZEERTDFER
733,000 T (T HF:T) -

R_EENGFR_ZETRAF=A=1+—
H AS£EETEFE TEE BUARE
EHRGETEERE (7325 - R_ZZF
AFE=RA=t+—HB A&EEETHELRE
ReeE T FEURES —ZREET
NEB 2 E R (HzE28) °
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—EEAF=ZHA=+—H
31 March 2006

15. PREPAID LAND LEASE PAYMENTS

15. AN LT HEEKE

Group
rEH
2006 2005
HK$'000 HK$'000
(Restated)
—eeAE —EERF
FET FHET
(&%)
Carrying amount at beginning of year FYzEREER
As previously reported Pay:ipsigdl - -
Effect of adopting HKAS 17 KRB B G ERNE1TRZ
(note 2.2(a)) 7 & (fifzt2.2(a) 4,340 9,000
As restated 57 4,340 9,000
Disposals during the year FALE (50) (4,537)
Recognised during the year FEANER (104) (123)
Carrying amount at 31 March R=A=+—HZEEEE 4,186 4,340
Current portion included in prepayments, TR RIE & & &
deposits and other receivables H fth & Uk BR SR 2 B ER 2B 1 (104) (104)
Non-current portion FE B BA &6 49 4,082 4,236

The prepaid land lease payments in respect of a parcel of land
(the “Land”) located at Lingxia Development Area, Shishuikou
Village, Qiaotou Town, Dongguan City, Guangdong Province
of the PRC, together with a factory premises (the “Building”)
constructed thereon. The Group has not yet obtained the title
certificates for the Land and the Building because the land
premium of the Land has not yet been paid up. Having
consulted with the Group’s legal advisor in Mainland China,
the directors considered that the Group has the right to use
the Land and the Building erected thereon. After payment of
the land premium and attending the necessary administrative
procedures, the Group should be able to obtain the land use
right certificate and the realty title certificate for the Land and
the Building, respectively. The aggregate carrying values of the
Land and the Building in this respect as at 31 March 2006
amounted to approximately HK$4,186,000 and HK$7,560,000,

respectively.

— BN EERE REmiaEEAKE
NEBERER . T ([Ti]) A RRZ
EEZBREME ([BF]) 2B
THERIE - Fiz T e 5 s R EB B HE - A
SEMAREIGZ T REFTHERERE K
BARNEERPBRARNENERERRE &
ERABAEEBREGEHA TR i 5
RS o IS Hh (B [ HE ER P 7 B0 T
FEE NEEET D RIEGE i RIEF
MLt ERAEERESEERZ R
ERFE=ZA=1T—HB ZItHREFZE
HEMBEATED A A4,186,000% T &
7,560,00078 JT °
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15.

16.

PREPAID LAND LEASE PAYMENTS 15.

(Continued)

B 7% R Ak Y AE

Notes to Financial Statements

The Land is situated in Mainland China under a medium term

lease was pledged to secure credit facilities granted to the

Group (note 25).

—EEANF=ZF=+—H
31 March 2006

FEAT + b FH & FRIE (@)

ZEHU R BEARE ZPHANSEY
EFEM BURAEEMSETEER
& (Mt5L25) o

INTERESTS IN SUBSIDIARIES 16. RMIBARIZRE
Company
NG|

2006 2005
HK$°000 HK$'000
—BEAS —sTa4
FE&T FHET
Unlisted shares, at cost FEET R R AE 159,593 159,593
Provision for impairment VERIERE (147,956) (147,956)
11,637 11,637
Due from subsidiaries AR = NG P 434,409 426,613
Provision for impairment R 1B ZE (361,871) (348,371)
72,538 78,242
Due to subsidiaries B AR 2 KIE (17,996) (18,076)
66,179 71,803

The balances with subsidiaries are unsecured, interest-free and

have no fixed terms of repayment. The carrying amounts of

these amounts due from/to subsidiaries approximate to their

fair values.

B[ B B 2 AR Y R AR AR %Q&T &
Bl EEEFH -BUENHELQ
ZEEEEEAFEERS-

“EEAEER BREBRERERLA
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—EEAF=ZHA=+—H
31 March 2006

16. INTERESTS IN SUBSIDIARIES (continued)

Particulars of the principal subsidiaries are as follows:

16. RBATZKRE @)

ITEMBRARZFIBTEINMT :

Nominal
value of
issued and
Place of paid-up Percentage
incorporation/ share/ of equity
registration registered attributable
Name and operations capital to the Company Principal activities
ERTREBE NN
R il BR 3Z R BAEE FE A5 BR A€
=% T 48 1t B = it & A< BAt FTEEH
Direct Indirect
HiE [
Bestway Group British Virgin Us$1,100 100 — Investment holding
International Limited Islands/ 1,100 7T A& R
Hong Kong
RBEZHS/
BB
Bestget Plastic Hong Kong Ordinary HK$2 - 100  Property holding and
Products Limited B Non-voting sale of plastic
BeZ2B8EmARAT deferred products
(“Deferred”) MERERIHEBR
HK$3,900,000 E m
(note (a))
=Rl
28T
IR R T R D
(MEZERGD )
3,900,000/ 7T
(Bt 5% (a))
Bestway Plastic Products Hong Kong Ordinary HK$2 - 100  Sale of plastic products
Limited BB Deferred HELRBEM
HRZBHEHBBERRQA HK$37,440,000
(note (a))
R
2B T
iR IE B

37,440,000/ 7T

(F &£ (a))
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B 7% R Ak Y AE
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INTERESTS IN SUBSIDIARIES (continued)

Name

=L

Place of
incorporation/
registration
and operations

GV i3
R AR i B

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

= it & 4

Percentage
of equity
attributable
to the Company
A H
FE 15 IR #E
Aotk
Direct Indirect

%3 =

—EEANF=ZF=+—H
31 March 2006

16. RHMBARZRE @)

Principal activities

ETEXK

Happy Trip Limited
LEBERRA

Luen Fat Hong Investment
Limited
("Luen Fat Hong")

Rich Ocean Limited
E2ARAFA

Hong Kong
BB

British Virgin
Islands/

Hong Kong

REBREZES/

BB

Hong Kong
&

Ordinary HK$2
Deferred

HK$ 1,200,000
(note (a))
28T

iR FE IR 17
1,200,0007% 7T
(Pt 5% (@)

Ordinary
Us$100
AR
100 7T

Ordinary HK$2
Deferred

HK$ 1,000,000
(note (a))
27T

i AE IR
1,000,000/% 7T
(P 5% (a))

= 100

= 100

= 100

Sale of plastic products
tHEZERBEm

Property holding
(note (d))
MERKA
(B 3£ (d))

Investment holding

BEER

“EEAEER BREBRERERLA
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—EEAF=ZHA=+—H
31 March 2006

16. INTERESTS IN SUBSIDIARIES (continued) 16. AMBRARIZ2®RE @)

Nominal
value of
issued and
Place of paid-up Percentage
incorporation/ share/ of equity
registration registered attributable
Name and operations capital to the Company Principal activities
ERTREE PN
R AR AL R R BAEE FE 15 BR
=F A8 it 26 = fit & 4 Bk TEXEH
Direct Indirect
= Sk

Best Faith Plastic Products Hong Kong HK$10,000 - 100  Sale of plastic products
Limited (“Best Faith”) BB 10,0007 7© HEZRBEmM

BEZBEMARAT
(rafzl)

Dongguan Bestway PRC/ US$12,741,664 - 97.65  Manufacture of
Plastic Manufactory Mainland 12,741,664% 7t plastic products
(note (b)) China SEBRBER

R A BERBRmK S
(B 5 (b)) R REIPN 5

Dongguan Best Faith PRC/ US$2,826,710 - 100  Manufacture of
Plastic Products Mainland 2,826,710% 7T plastic products
Limited (note (c)) China SIS RBEm

REAEEBHEMm e
AR~ A (K ) B K fE

Fullson Resources British Virgin us$1 - 100 Investment holding
Limited (“Fullson”) Islands (E = EER

ENEIREBRAA EBEREHS
(r=%1)
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16.

INTERESTS IN SUBSIDIARIES (continued)

Notes:

(a)

(b)

(c)

The profits which the company may determine to distribute in
respect of any financial year shall be distributed, as regard the
first HK$1,000,000,000,000 thereof among the holders of
ordinary shares, with one-half of the remaining balance of the
said profits being distributed among the holders of the non-
voting deferred shares and the other half of such remaining
balance being distributed among the holders of ordinary shares.
Save as aforesaid, the non-voting deferred shares carry no
other rights to dividends. The non-voting deferred shares carry
no rights to attend or vote at general meetings, but carry the
rights to receive one-half of the balance of any surplus in a
return of capital in a winding-up after the holders of the
ordinary shares have received a total return of
HK$500,000,000,000.

This subsidiary is registered as a contractual joint venture under
the PRC law.

This subsidiary is registered as a wholly-owned foreign
enterprise under the PRC law.

Subsequent to the balance sheet date, on 11 May 2006, the
Group disposed of its entire equity interest in Luen Fat Hong
to an independent third party at a consideration of
RMB4,200,000 (equivalent to approximately HK$4,038,000).

The above table lists the subsidiaries of the Company which,

in the opinion of the directors, principally affected the results

for the year or formed a substantial portion of the net assets

of the Group. To give details of other subsidiaries would, in

the opinion of the directors, result in particulars of excessive

length.

B 7% 3R 3= MY &
Notes to Financial Statements

—EEANF=ZF=+—H
31 March 2006

16. RHMBARZRE @)
G

(a) RAIREREMIBREEDIRZ &
1,000,000,000,000/% 7t )4 Fll #% 7 & F
BEEBERFAEAN FRRISRE L —F
AR TEREEELERMD ZFEA -
Mz S —FB DIk T EERES
B AR i ON - E AR R IEAR ()
HERNZARE -EBEREERLTRN
MERTRHRAEABRAMEERRREK
R LR AR AR EERE
BARR EEBERFAABRBEASZ
¥E500,000,000,0007% 7T 1& W HLE #4 £
&gz —F-

(b) LB AR DREFBIAPIZERAS

WS ERA-

(0) LB A B DREH BUAPI M AR
ShEDRE-

(d) HEABKR-_TETEANFRAT—H &
SENUREARK4,200,0007T (HHE
474,038,000/ 7T ) i & H Luen Fat
HongZ 8= TEYE=7-

EERRLRFIN 2ARAMBE AR Y
AEBFAZEBEREAZE FBEAAR
SEEEFECIERN -EERRET
HipfBRRZFBEEREREFAN
e

“EEAEER BREBRERERLA
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—EEAF=ZHA=+—H
31 March 2006

17.

INTERESTS IN JOINTLY-CONTROLLED
ENTITIES

17.

EHEEREERERS

Group
rEH
2006 2005
HK$'000 HK$'000
—BEAE —ETRF
FERT FAT
Share of net assets DIEEEFE 48,194 49,183
Provision for impairment BB & (44,192) (40,692)
4,002 8,491
The amount of Negative Goodwill remaining in the consolidated BRIEE BB ERE305 f%ﬂ‘%/\ﬁj Z
reserves, arising from the acquisition of jointly-controlled entities BEEE R —FRAGHEL

prior to the adoption of SSAP 30 “Business Combination” in
2001, was HK$4,581,000 as at 31 March 2005. Upon the
adoption of HKFRS 3 on 1 April 2005, such Negative Goodwill
was derecognised with a corresponding adjustment to the

opening balance of accumulated losses.

The amount due from a jointly-controlled entity was unsecured,
interest-free and had no fixed term of repayment. The carrying
amount of the amount due from a jointly-controlled entity

approximates to its fair value.

%€ Al 55 3055 A B U B £E EH%IJm%ﬁﬁEA
T AF =A==+ BRBELEHE
2 EEE 54,581,000 L - N -_ETHE
MA—HAEMB BT IERE ERFE 3R
B L EERBEWEUERER WH RHE
B2 HOBEELBERE

HRAZEFEEZRRSEER 28 RE
[E] 7 28 7K 5 - W LR 1 1 SRR 2 R
HEEEAFEERSE
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17.

INTERESTS IN JOINTLY-CONTROLLED
ENTITIES (continued)

Particulars of the jointly-controlled entity as at 31 March 2006

are as follows:

B 7% R Ak Y AE

Notes to Financial Statements

17.

Place of

—EEANF=ZF=+—H
31 March 2006

EHEEGHISEES @)

R=BEAXF=A=+—8
£ARMT

RSB

Percentage
of ownership
interest, voting

registration power and
Name Business structure and operations profit sharing Principal activity
RiE-RER-
o i R AR R 785 B
518 KRB it B BAatk EEEK
Shenzhen Wuye Jifa Corporate PRC/ 25  Property holding
Warehouse Co., Ltd. Mainland China
(“SwWJ")
RN E R NG] HED K R 25 WMERFHB

BERAF([EERRH])

The above investment in SWJ is indirectly held by the Company.

SWIJ’'s major asset is the holding of a parcel of land located at
Yantian Port, Yantian, Shenzhen, Guangdong Province of the
PRC (the “Yantian Land"”).

Subsequent to the balance sheet date, on 11 May 2006, the
Group's entire 25% of equity interest in SWJ was disposed of
through the disposal of the Group’s entire equity interest in
Luen Fat Hong, which holds the 25% equity interest in SWJ
(note 16(d)).

The impairment loss of HK$3,500,000 (2005: HK$7,245,000)
for the year was determined by management with reference to
the net realisable value of SWJ as at the balance sheet date in

accordance with the Group’s accounting policy.

The accumulated deficit arising from the revaluation of the
Yantian Land as at 31 March 2005 performed by LCH, a firm
of independent professionally qualified valuers, together with
the additional impairment loss of HK$3,500,000 has been

included in the assessment of provision for impairment.

ARTMERAN EREBAEZRA.

BEARZIEEERRBAURTEER
ERYIERREREAN B ([EH
) e

HEBBER=-ZZFRA+—HB &%
EERAHEREEERAR25%ERZ
Luen Fat HongZ #Em HESTEERFS
#25% 2 = (FifaE16(d) °

BEANEE 2 ST BER AFERERSE
3,500,000/ 7T (= E & R 4 :7,425,000/8
) DHERES2ERGEERTEERHZ
A BFEMEE -

MBI —RBLEEAERGEMITR
TETRE=ZA=1+—HHER L ET
HEMEEZ ZBREA ERBINUES
83,500,000/ 7T B 5t A BB B

“EEAEER BREBRERERLA
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—EEAF=ZHA=+—H
31 March 2006

18.

LONG TERM RECEIVABLES/LONG TERM
INVESTMENTS

18. RAEWIRE

R RERE

Group

AEH
2006 2005
HK$"000 HK$'000
—EEXRE —EERE
FERT FET

Long term receivables/ RAEEKR R

long term investments REIRE 2,698 2,866

The Group’s long term receivables/long term investments
represent investments in Chengdu Xingxing Rich Ocean Plastic
Products Co., Ltd. (“CD Rich Ocean"”), a former subsidiary of
the Company, and Suzhou Fuyi Plastic Products Co., Ltd.
("Suzhou Fuyi”), a former jointly-controlled entity of the Group,
in respect of which there were subcontracting arrangements
with the PRC joint venture partners. In accordance with the
subcontracting agreements, the Group forfeited its rights to
exercise significant influence/control over the financial and
operating policy decisions of CD Rich Ocean and Suzhou Fuyi
in return for fixed and guaranteed annual subcontracting fees
up to 2014. When these entities lost their status as subsidiaries
or jointly-controlled entities of the Group pursuant to the above
agreements in prior years, they were reclassified as long term

investments accordingly.

In the prior years, the directors had, in view of the fact that
Suzhou Fuyi was under the process of liquidation and no
significant amount was expected to be recovered therefrom,

fully provided for the Group’s interest in Suzhou Fuyi.

AEEZEHRERRARFAMHERF
REFEEL2BBHMmAR AR ([HH
B2 RAKERMARZEHEEEGEMNE
2ERRMBRAR ([HMNER]) 2&
Bz AmEPEAERHTA A
BiE-RIEAR Tﬁ%%%'ﬂi’itxﬁ'%“u&i%ﬁ
REABFERRETERKBE 2 RaxM
BE M REERE ZE%%%%/E
2N B2 _F—NERIE-BHED
R bt Tﬁz’a%ﬁufiﬁrii{’ﬁﬁ$‘i
BB A HREZEI DR Z A B
EEHD *EZ%EHH&Q

Eﬂ

it

RUAEFE EFENHMNEBRETE
8 WA P RER AR B E IR B BE R BRR
WEHRAEBRHMNEEZREFELEH
B
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18.

19.

LONG TERM RECEIVABLES/LONG TERM
INVESTMENTS (Continued)

Prior to adoption of HKAS 39, at 31 March 2005, the Group’s
interests in CD Rich Ocean and Suzhou Fuyi were classified as
long term investments and were stated at the Group’s share of
the net assets as at the dates when the Group’s forfeiture of
its control in CD Rich Ocean and Suzhou Fuyi became effective,
less (i) amortisation for the investment amounts which would
be recovered through the receipt of subcontracting fees from
the joint venture partners over the subcontracting period; and
(i) any impairment losses. Upon adoption of HKAS 39, on 1
April 2005, the Group’s interests in CD Rich Ocean and Suzhou

Fuyi were reclassified as long term receivables.

During the year, Suzhou Fuyi was disposed of to an independent
third party at a net consideration of HK$1,636,000. A gain on
derecognition of HK$1,636,000 was recognised in the income

statement.

PREPAID RENTALS

As at 31 March 2006, the Group prepaid an amount of
approximately HK$4,254,000 (2005: HK$6,410,000) in respect
of the rentals for the land and buildings situated in Mainland
China under an operating lease agreement for the period up
to 26 July 2008. At 31 March 2006, the portion of the prepaid
rental for the year ending 31 March 2007 of approximately
HK$2,156,000 (2005: HK$2,156,000) has been included in
prepayments, deposits and other receivables under current
assets, while an amount of approximately HK$2,098,000 (2005:
HK$4,254,000) attributable to the period after 31 March 2007

has been classified as a non-current asset.

B 7% R Ak Y AE

Notes to Financial Statements

18.

19.

—EEANF=ZF=+—H
31 March 2006

REEBUERNR RERE
(&)
RNE AR AR E30WA R E

=t—HB AEERKTEEZR
MNEBRERZSBERRBIRE WAKRE
)SF ME&EZEHEZ R
2L EEFE
B ()ﬁﬁﬁ&ém, (FZZEFIE 1 F B

PHENREERHFWNRzABREKE) ;
A RGVMEMDREEBEEEZIIR-SRABTEG
FFERIE3GRE N _TTAFMA —

H AEBRKHBEERGNEE #n
B BRRBEIKERN

|_,_\,.
e
i
ﬁ*
4}
A
J ]
°9 H”}
H?

FRAEBAREFRE,636,00078 T
ERMNBEETBLE =7 RN EREF
REUEER 2 Z7F)1,636,000/ It °

ANAE

RZETARF=A=1T—H XEEE5
AR B RBEASEROTE 2 T RE
FRNBEZZTN\FELA=-+BZH
© %9 4,254,0008 L (Z = = A F :
6,410,000 TT)  R_EZEE=HA=+F
—H HBEZTELF=A=F+—HIHF
EEME S H1492,156,0008 T (ZFF
F:2,156,000% ) B A MBI & EIR
T2 EMNRIE o kEERRIE =
T+ F=A=+—HZ%BBZEEH
% 492,098,000 L (=& T f & :
4,254,000 70) BES BIERB A E -
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—EEAF=ZHA=+—H
31 March 2006

20. INVENTORIES 200 FE&
Group
AEH
2006 2005
HK$°000 HK$'000
—BEARE —ETOF
FERT FET
Raw materials B 18,067 14,988
Finished goods 2l mm 3,607 5,107
21,674 20,095
21. ACCOUNTS AND BILLS RECEIVABLES 21. BEREREFREE

The Group’s trading terms with its customers generally have
credit terms of up to 60 days and non-interest bearing (except
for certain well-established customers having strong financial
strength, good repayment history and credit worthiness, where
the credit terms are extended to 90 to 120 days). Overdue
balances are reviewed regularly by senior management. In view
of the aforementioned and the fact that the Group’s accounts
and bills receivable relate to a large number of diversified

customers, there is no significant concentration of credit risk.

An aged analysis of the Group’s accounts and bills receivables

as at the balance sheet date, based on the invoice date, is as

AEE-—REZFIVEERESNTAR
REZESER (BRETHBEAMRLBRE.
BRLBRRITREERIFZRARTLIN:
HEBHAERAIEI20R) =Rk EE
JE 1% & B 5 180 EA 4 ko PO LA E PRt
REEZ BURERERZR SR REZ TR 2
BE MU ESERERZERARR-

REER REFAFAEZREERERE
BRESTWT:

follows:

Group

AEE
2006 2005
HK$’000 HK$'000
ZEEAE —2TnF
FET FHAT
Within 30 days 30H A 22,184 24,600
31 to 60 days 31E60R 2 9,738 7,001
61 to 90 days 612 90H 2 4,321 8,336
Over 90 days 90H M E 2,358 -
38,601 39,937

The carrying amounts of the Group’s accounts and bills

receivables approximate to their fair values.

AEBEREERERE 2 RREEEAF
EBEMRE-
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—EEANF=ZF=+—H
31 March 2006

PLEDGED DEPOSITS 22. BEEHAER
The Group’s bank deposits of HK$5,688,000 as at 31 March AEER-_ZEENF=ZA=+—HZIRIT
2006 (2005: HK$4,237,000) were pledged for trust receipt ¥ 5 5,688,000 7t (=& T H F
loans and other short term trade financing facilities granted to 4,237,000/8 7T) B BLIEFEHIR & R K HAD
the Group (note 25). The carrying amounts of the pledged BYTASECEHESREFEER T UK
deposits approximate to their fair values. #(FiE25) FEMPEFRZREBEEEAD
FEEESE
CASH AND BANK BALANCES 23. RERBITHER
Group Company
AEE AT
2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000
—®EAE | -TTHF | -BEAF | -—TTAF
FET FHETT FHER FAT
Cash and bank balances B e RRITHEE 14,200 13,336 76 7,910
As at 31 March 2006, the cash and bank balances of the R-EBEEAFZA=Z+—B AEEHUA

Group denominated in Renminbi (“RMB") amounted to
approximately HK$1,636,000 (2005: HK$228,000). RMB is not
freely convertible into other currencies, however, under the
PRC's Foreign Exchange Control Regulations and Administration
of Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign

exchange business.

Cash at banks earns interest at floating rates based on daily
bank deposit rates. The carrying amounts of the cash and

bank balances approximate to their fair values.

RE(TARKE]) JE 2R € RIRITLHEH
# % 1,636,000 5t (Z T T A F:
228,000 7T) ° A REETAI B B H R E
B NI - R IR AR BIANE B $VE R R B IR
HE HEEZIMNEER AEEEES
BT EITIME 75 2 RIT I A R %
REAME -

RITRESBURTEMERNELHEEY
FEBHEBIAE -RE RRITEBR IR
HEREAFEERS

“EEAEER BREBRERERLA
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—EEAF=ZHA=+—H
31 March 2006

24. ACCOUNTS AND BILLS PAYABLES

An aged analysis of the accounts and bills payables as at the

balance sheet date, based on the invoice date, is as follows:

24.

BARERRE

REER REZHFEZRNKREAR
REBEREOMAOT:

Group

&
2006 2005
HK$'000 HK$°000
—BEXRF —TERF
FET FHET
Within 30 days 30H A 5,803 5,843
31 to 60 days 31£60H 2 A 3,843 4,437
61 to 90 days 612 90H 2 4,058 2,876
Over 90 days 90H KA E 3,526 6,068
17,230 19,224

The carrying amounts of the Group’s accounts and bills payables

approximate to their fair values.

AEBEZENEREMEBRZREERER
FEEMRSE-
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25.

INTEREST-BEARING BANK AND OTHER

B 7% 3R 3= MY &
Notes to Financial Statements

—EEANF=ZF=+—H
31 March 2006

25. SR ZRITREMEER

BORROWINGS
Group
AEE
Effective 2006 2005
interest rate Maturity HK$'000 HK$°000
BRFIE Z A —EEARE —TTREF
(%) FET FH&T
Current
B HA
Finance lease payables (note 26) 9 2007 153 1,355
7 & A %) e 5 50E (PP aE26)
Bank loans — secured UsS dollar 2007 13,251 12,601
RITER—BFEA best lending
rate minus 0.75
ETREEER
F 2 R0.75
Bank loans — unsecured 6 2006 19,231 1,401
RITE R — | A
Other borrowings — unsecured 5-18 On demand/ 4,301 11,077
HifEE —EmiE A 2006
RESEEERE
2006
36,936 26,434
Non-current
FE BN HA
Finance lease payables (note 26) 9 2008-2010 637 -
Bh & A A FE S kB (MF7E26)
Bank loans — unsecured 6 2006 - 18,692
IRITER — E\EIKA
Other borrowings — secured 12 2009 12,117 11,693
HifEE —BHEA
Other borrowings — unsecured 18 2006 - 699
HEMEE — &K
12,754 31,084
49,690 57,518

FER BRERZERERAE
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25. INTEREST-BEARING BANK AND OTHER 25.

SR ZRITREMER @)

BORROWINGS (continued)

Group
rEE
2006 2005
HK$'000 HK$'000
—EEXRE —ETREF
FHERT FAT
Analysed into: I A:

Bank loans repayable: AR TIIRBERZRITER
Within one year or on demand R—F ARSI N EHRER 32,482 14,002
In the second year RE=F - 18,692
In the third to fifth years, inclusive RE=ZZRAF (BEREEEMF) - =
32,482 32,694

Other borrowings repayable: ARTIIRAERZEMBEE
Within one year or on demand R—F R A EHRESR 4,301 11,077
In the second year RE_F - 616
In the third to fifth years, inclusive REZZFLF (BEEEMF) 12,117 11,776
16,418 23,469

Finance lease payables: ARTIRMAER 2 MERLD

[~ R IE

Within one year or on demand R—F R A EHRESR 153 1,355
In the second year RE_F 167 =
In the third to fifth years, inclusive REZZFLF (BEEEMF) 470 =
790 1,355
49,690 57,518
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25.

26.

INTEREST-BEARING BANK AND OTHER
BORROWINGS (continued)

As at 31 March 2006, the Group’s bank and other borrowings

were secured by:

(

) A pledge of the Group’s time deposits amounting to
HK$5,688,000 (2005: HK$4,237,000) (note 22);

(ii) A legal charge on the Land and the Building. The net
book values of the Land and the Building were
approximately HK$4,186,000 and HK$7,560,000 as at
31 March 2006, respectively (notes 15 and 14); and

(iii) Unlimited joint and several personal guarantees executed
by a director and his spouse to the extent of
HK$13,251,000, for a bank loan granted to the Group
in the amount of HK$13,251,000 as at 31 March 2006
(2005: HK$12,601,000).

The carrying amounts of the Group’s current and non-current

borrowings approximate to their fair values.

FINANCE LEASE PAYABLES

The Group leases a motor vehicle for its business operations.
The lease was classified as a finance lease and had a remaining
lease term of five years. In April 2005, the amounts payable in
relation to a finance lease of certain of the Group’s plant and

machinery for its manufacturing activities were fully repaid.

B 7% R Ak Y AE

Notes to Financial Statements

25.

26.

—EEANF=ZF=+—H
31 March 2006

SR ZRITREMEER @)

RE=ZA=+t—B AEEZR
BTl THRBEEER:

(i) KEE 2 F B 17 55,688,00078 T
(ZBEEF 44,237,000 7T) 2
R (P aE22) 5

(i) THREFZEFER - Z TR
BEFR-_ZEEF=A=+—H
Z BREFE D B4 4,186,000
7L & 7,560,000/ 7T o (P 3E 15K
14) i &

(i) —BRESERHEHEBMEILZ
EREARAEBLEAAEREB
13,251,000/ 70 NEE R =
NE=ZA=+t—HEET
132510005%75(—2?£¢:
12,601,000 7T ) 2 21T B K

AR BRI BN (B 2 PR B
AFBEEE-

BMEHENENRE

REBEAE-—WMIEEEBEERAE - Z
FRN ABMERLY R T2HESRAR
F-R_ZETAFNA AEEEHEAES
TRERESEEER S ZENREBEER
HEE-

“EEAEER BREBRERERLA
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26. FINANCE LEASE PAYABLES (continued)

At 31 March 2006, the total future minimum lease payments

26. MEBRNVEMNE

RIE ()

R-ZBEXRF=ZA=1T—H REFEH

under finance leases and their present values were as follows: Nz RKREPBEMENRIBRERABE
AR
Group AEE
Present value Present value
Minimum Minimum of minimum of minimum
lease lease lease lease
payments payments payments payments
2006 2005 2006 2005
HKS$'000 HK$'000 HK$'000 HK$'000
B R4 BOHERY &P EL
BAHFRE MA KA REZRE RBEZBRE
—EEXRE —ZETRE :gg,‘—\ﬁ —ETRF
FHERT FHET TR FAT
Amounts payable: AR TIHEERZ
AR e=]
Within one year —&R 219 1,410 153 1,355
In the second year RE=_F 219 - 167 -
In the third to fifth years, RE=ZZEREF
inclusive (BEEEME) 546 = 470 -
Total minimum finance ROREMELY
lease payments RIEBEE 984 1,410 790 1,355
Future finance charges BEMB I H (194) (55)
Total net finance lease payables &% & 78 4 F& (- 5178 # B2 425t 790 1,355
Portion classified as current SIERB B EZE M
liabilities (note 25) (FftzE25) (153) (1,355)
Non-current portion (note 25) FERNEREDn (BI7E25) 637 -

27. DUE TO A DIRECTOR AND A RELATED

27. REERBERATZXK

|

COMPANY

The amount due to a director as at 31 March 2005 was R-ZETERF=—A=+—HBH REZFZXK
unsecured, interest-free and had no fixed terms of repayment. HeERR 2 REBRTEERB A"
The balance was fully settled during the year. WERECBHER-

The amount due to a related company was unsecured, bore REABRBZFIEREER FE6% KA
interest at 6% per annum and was repayable on demand. The REHBEE-FR WEREEEBHE

AIlg

balance was fully settled during the year.
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—EEANF=ZF=+—H
31 March 2006

LOANS FROM SHAREHOLDERS 28. RERRZEXK
Group Company
A& HE KN F]
2006 2005 2006 2005
HK$°000 HK$’'000 HK$"000 HK$'000
—®XAE | —TTAF | -BBAEF| —TEAF
THET FHET FET FHET
Secured term loan# B\ E B E Sk - 36,000 - 36,000
Unsecured loan# I E B B S - 1,420 - =
- 37,420 - 36,000
Secured term loan repayable: AR NI EREER 2
EEMEBHER:
Within one year —FR - 13,500 - 13,500
In the second year NEZF - 9,000 - 9,000
In the third to fifth years, RE=ZZFAF
inclusive (BEEEME) - 13,500 - 13,500
- 36,000 - 36,000
Unsecured loan repayable HER—FANEERZ
within one year 3K 10 B R - 1,420 - =
- 37,420 - 36,000
Portion classified as DEARDEEN
current liabilities i) - (14,920) - (13,500)
Non-current portion Sk B B &6 49 - 22,500 - 22,500
# As at 31 March 2005, the secured term loan was secured by: # R-EERF=A=+—R0 FE&H<
HIE b A TR IE B R:
(i) The pledge of certain plant and machinery of the Group (i) PAZR £ (B BR T 42 {8 29,132,000

with an aggregate net book value of HK$29,132,000

(note 14); and

(ii) Corporate guarantees executed by the Company and
certain subsidiaries.

During the year, the Company applied part of the proceeds
from new issue of shares to repay HK$24,900,000 (note 31) to
Wealthguard Investment Limited (“Wealthguard”), a substantial
shareholder of the Company. The remaining balance of
HK$11,100,000 was waived by Wealthguard. The pledge of
the plant and machinery of the Group and corporate guarantees

for such loan was released during the year.

BITEE TR K25 F 5

(Kt3E14) + &

(i) AR EE R EETHER AR
HH R A ERAIEE R

FAN AR AGHENRZ BHAERK
T A BA R AN 2 7] & Z iR 3 Wealthguard
Investment Limited ( [ Wealthguard] )
[E3%24,900,000/% 7T (Mt7E31) c 82 F 2
##:11,100,0007% 7T & Wealthguard
BRoFR - AEBZHKE R#ERER R
EARERERE B

“EEAEER BREBRERERLA
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28.

29.

30.

LOANS FROM SHAREHOLDERS (continued)

#i# The unsecured loan from a shareholder as at 31 March 2005
bore interest at 10% per annum and was repayable on demand.
The loan was fully settled during the year.

PROVISION

The Group provides for the probable future long service
payments expected to be made to employees under the Hong
Kong Employment Ordinance, as further explained under the
heading “Employee benefits” in note 2.5 to the financial
statements. The provision for long service payments of
HK$575,000 (2005: HK$575,000) is based on the best estimate
of the probable future payments which have been earned by
the employees from their services to the Group to the balance

sheet date.
CONVERTIBLE BONDS

During the year, the convertible bonds with principal amount
of HK$50,415,000 which bore interest at 1.5% per annum
and due on 19 September 2009 issued by the Company in
2002 (the “1.5% CBs”) were converted into 252,073,520
ordinary shares of HK$0.01 each in the Company at a
conversion price of HK$0.2 on 23 June 2005.

During the year ended 31 March 2005, the convertible bonds
with principal amount of HK$40,000,000 which bore interest
at 3% per annum and due on 19 September 2009 issued by
the Company in 2002 (the “3% CBs"”) were converted into
800,000,000 ordinary shares of HK$0.01 each in the Company
at a conversion price of HK$0.05 on 22 December 2004.

The fair values of the liability components for both of the
1.5% CBs and 3% CBs were estimated at the issuance dates
using equivalent market interest rates for similar convertible
bonds without conversion portions. The residual amounts are
assigned as the equity component and are included in

shareholders’ equity.

28.

29.

30.

REBRRZER @)

#i# RZZETZRF=A=1+—H RE—H
A B A S K 1R B A FE F R 10% 5T 8
BEAREHREE - FALBEREBE

BE-

B

REBRBEEBERBGOIMENBEA 4L
SNEEZRERG S IELBE AEF
ERE G RERM 2 5[EERF ] —BRE
it e & # 575,000 L (Z 2T R F:
575,000/ 7) 2 REARR TS @ B8 Th ik R
BERGEEIRABASEmMZH 28k
BRI REGTE T E

R E S

FN ARARARZBEE_FETSEA
50415000,%%5712 R
BEESF]) FEARIS%ER=ZZTZTAN
FRATNAEBHZIRREFN =TT
AERNARZT=ZHBERHRKREC2B THEHR
7$252,073,520k B IR EIEO0.01E T 2 &

[l &

B

E_FT
AEAR-F
h

hAE=A=+—HILEFE &K
T Z F % 17% ¥ /40,000,000
BT ZAIMRES ([3%#mEKRES]) -
FEAE3INER_ZTEAFNLATHLAE
HzAaaREFRN _ETENF+ A=+
— Bz {E0.05% T8 # /800,000,000
R mEmEC0B T TEM-

REBITHEALENE L RENRBES
Y48 49 135 F KA 51 1.5% AT 4 AR & 55 e
3% Al AR ES B BRI R F(E EER
SRR RS WET AR
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30.

CONVERTIBLE BONDS (continued)

B 7% R Ak Y AE

Notes to Financial Statements

30.

The net proceeds received from the issue of both the 1.5%
CBs and 3% CBs have been split between the liability and the

equity components, as follows:

—EEANF=ZF=+—H
31 March 2006

AR ES @

B1T1.5% AT AR (B 75 I 3% AT R R (B 25 B
BREFECORABERESIMHMOT

2006 2005
HK$’000 HK$'000
(Restated)
S —2Ean%
FHERT FH& T
(&%)
Nominal values of the convertible REA—BBE#IT
bonds in issue at 1 April A RERFEE
- 1.5% CBs —1.5% A R EH 50,415 50,415
- 3% CBs —3% A mREH - 40,000
50,415 90,415
Equity components & 2 2819 (14,130) (21,490)
Interest expenses in prior years NEFENERX 6,320 6,872
Interests paid in prior years NEFEEEMZFE (1,913) (2,931)
Liability components at 1 April ROA—BZz&aE#BMHm 40,692 72,866
Interest expense for the year RNEFMEFAZ 439 4,168
Interest paid for the year REFEMNZHE - (1,656)
Conversion of 1.5% CBs in the year ARFE &1 5% A2 EH
(2005: conversion of 3% CBs) (ZZETRF HR3%ARRES) (41,131) (34,686)
Liability components at 31 March R=A=+—HZzAGBHH - 40,692

TEARFER BREBRERERAA

123



B H ¥R AR BT R

Notes to Financial Statements

—EEAF=ZHA=+—H
31 March 2006

31. SHARE CAPITAL 31. B
Shares i 4
2006 2005
HK$'000 HK$'000
S —ETRF
THET FA&T
Authorised: VETE :
24,000,000,000 ordinary shares 24,000,000,0000% & I% mE &
of HK$0.01 each 0.01 8 L2 EBKEKMH 240,000 240,000
Issued and fully paid: EETREERA:
5,145,273,520 (2005: 4,211,200,000) 5,145,273,5200 (=T A 4 :
ordinary shares of 4,211,200,0000%) &K @&
HK$0.01 each 0.0178 I 2 & i B ik 17 51,453 42,112

The following changes in the Company’s issued share capital

took place during the year:

(a)

On 22 April 2005, Wealthguard placed 682,000,000
ordinary shares of HK$0.01 each in the Company to
certain independent investors at HK$0.04 per share.
On the same day, the Company allotted and issued
682,000,000 new shares to Wealthguard at HK$0.04
per share, with gross proceeds of approximately
HK$27,280,000, before expenses of HK$273,000. The
new shares rank pari passu in all respects with the
existing issued shares of the Company. The excess of
the consideration received over the nominal value of
the shares issued, in the amount of HK$20,460,000,
was credited to the share premium account.
HK$24,900,000 of the net proceeds of approximately
HK$27,007,000 was applied to partially settle the
HK$36,000,000 secured term loan due to Wealthguard
(note 28).

ARAME ETRARF MK

T

(a)

Fi5m

RZEERFMNA=ZF+=H -
Wealthguard#Z & % 0.04% 7T B &
& R%0.017% 7T 2 682,000,000/% &
BRTEVEEE-RAB -AQdA
% E MR 0.04% T 2 8 &k % 17
682,000,0008% F Wealthguard - F&
[ 2 273,000/ 7T A FT 1S S E 4258
#97/527,280,000/8 7t ° FTRR 1D £ &
FHBEAQNRIBAEETRN=Z
EREED REBLEEEITRA
{8 2 217 (B120,460,0005% 7T )
T ARG & E AR A - 4927,007,000
& JT 2 BT 1S 3K I8 ¥ 88 24,900,000
BT B EEE S D E S
Wealthguardz & # # & 81 & &
36,000,000/ 7t (Fff£28) °
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31.

32.

SHARE CAPITAL (Continued)

(b) On 23 June 2005, Wealthguard exercised its right to
convert the 1.5% CBs of HK$50,415,000 into
252,073,520 ordinary shares of HK$0.01 each in the
Company at a conversion price of HK$0.2 per share.
The new shares rank pari passu in all respects with the
existing issued shares of the Company. Upon conversion,
the carrying value of the 1.5% CBs was transferred to
the Company’s equity. The conversion resulted in an
increase in share capital and share premium by
approximately HK$2,521,000 and HK$52,740,000,

respectively.
SHARE OPTION SCHEME

The first share option scheme of the Company, which became
effective on 13 September 1995, was terminated upon the
adoption of a new share option scheme (the “Scheme”) on 19
August 2003.

The Company operates the Scheme for the purpose of providing
incentives or rewards to eligible participants who contribute to
the success of the Group’s operations. Eligible participants of
the Scheme include the Company’s directors, including
independent non-executive directors of the Company, any of
its subsidiaries or any entity in which the Group holds any
equity interest (the “invested entity”), other employees of the
Group, suppliers of goods or services, customers, and
shareholders of any member of the Group or the invested
entity or holders of securities issued by any member of the
Group or the invested entity. The Scheme became effective on
19 August 2003 and, unless otherwise cancelled or amended,

will remain in force for 10 years from that date.

B 7% R Ak Y AE
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31.

32.

—EEANF=ZF=+—H
31 March 2006

B A )

by RZZETRF~NAZ+=8"
WealthguardfT {7 H #2 j% # - iz %
IREFAR0.2B T8 1.5% TR AR &
#%:50,415,0007 7T & # 5 A A A
252,073,520k B IR EEO0.018 7T
VAR FTRMES AEELRR
ARBERITRONEZER SR
REIRIE 1. 5% A MRES ZRE
EEERANAER  AREFEN
[N s i il s | I | )
2,521,000/ 7t & 52,740,000/ 7T °

BREE

AR ZBREREFEN-ANREFN
AT=REM IR =_TT=FNA+N
BTt 8l ([525H81]) BRI &
=

AR BRI %t B AR & @8R RN EE
EB2HRNIEHERZ A B/ AL &t
BABR2EEBREARAZES (B
BARE RETAH B AR HARERE
EzER ([REER]) 2BIIFH
TEE) AEEZEMES B kR
HER FPEAKEEAKERARK
BEBZRR FBAAFKE QAR
BERBTZESBAEANZEAR_F
TE=FNATNABER REIFZTHEHE
HEFT BRIKAZAETFRAER

“EEAEER BREBRERERLA
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32.

SHARE OPTION SCHEME (continued)

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount
equivalent, upon their exercise, to 10% of the shares of the
Company in issue at any time. Options that lapse in accordance
with the terms of this scheme will not be counted for the
purpose of calculating the 10% limit unless the Company
obtains a fresh approval from shareholders to renew the limit
provided that the maximum number of shares in respect of
which options may be granted under the Scheme together
with any options outstanding and yet to be exercised under
the Scheme and any other schemes shall not exceed 30% of

the issued shares from time to time.

The maximum number of shares issuable under share options
to each eligible participant in the Scheme within any 12-month
period is limited to 1% of the shares of the Company in issue
at any time. Any further grant of share options in excess of
this limit is subject to shareholders’ approval in a general

meeting.

An option may not be sold, transferred, charged, mortgaged

or assigned and is personal to the grantee.

The offer of a grant of share options may be accepted upon
payment of a nominal consideration of HK$1 in total by the
grantee. The exercise period of the share options granted is
determinable by the directors, and commences on the day on
which the offer for the grant of options is made and ends on a
date which is not later than 10 years from the date of the

offer but subject to the early termination of the Scheme.

The exercise price for shares is determinable by the directors,
but may not be less than the highest of: (i) the closing price of
the shares as stated in the daily quotations sheet of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on
the date of the grant, which must be a business day; (ii) the
average closing price of the shares as stated in the daily
guotations sheet of the Stock Exchange for the five business
days immediately preceding the date of the grant; and (iii) the

nominal value of the shares.

32.

B RESE )

RIBZ AT BIR S AR R H 2 R AR TTE I A
BEER BESRSESRTERARRT
FFEEITIRAZ10% ° RIFZET SRR
M BRIER T &t AL 10%RER
AR R & T 811X 2 B B & R AR IR ek =t
B R AR A AL AT BIR P76 2 FIsR B U
Z R & im BRR L R A E By 2 TR
230% AR R EIRRIRE LA E %
PR 28 RIBR 51 o

REBRETRI12EAARAZTEAE
FRBERSEEZRTZESROBERRN
ARBEEDHEITRMZ1% (@B
PREET BT 2 BB AT RN IRR
REH A

BREAGSHE HE A RBARK
# HBRAEARE-

AEARAXNEHIBETZRBARE
% EAE LB - PR B 2 BB 2 17
EHRTHESE] NEERIBREE
BEMG YR THBBREE B EFTTF
ZBAFRER EAXREPEIEZFTEIFR-

BREZTEERESE ETFER
ATz&EeE: OROHERLER (ARE
ER)RBXAERRERT A ZKT
B (O ERRRLERAMAELEEA
REZFrERRERP A2 FHKT
B kD zmE-
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32.

33.

SHARE OPTION SCHEME (continued)

No share options were granted during the year and there are

no outstanding share options under the Scheme at the balance

sheet date.

Share options do not confer rights on the holders to dividends

or to vote at shareholders’ meetings.

RESERVES

(a)

Group

The amounts of the Group's reserves and the movements
therein for the current and prior years are presented in

the consolidated statement of changes in equity.

The contributed surplus of the Group arose as a result
of the Group reorganisation prior to its public listing on
2 October 1995 and represents the difference between
the nominal value of the shares of the former holding
company of the Group acquired pursuant to the Group
reorganisation, over the nominal value of the shares of

the Company issued in exchange therefor.

Upon the adoption of SSAP 30 in 2001, the Group
applied the transitional provisions of SSAP 30 “Business
combinations”, which permit goodwill and negative
goodwill in respect of acquisition of subsidiaries and
jointly-controlled entities that occurred prior to the
adoption of SSAP 30 to remain eliminated against
consolidated reserves or credited to the capital reserve,
respectively. The amount of negative goodwill remaining
in the consolidated reserves arising from the acquisition
of a jointly-controlled entity prior to the adoption of
SSAP 30 was HK$4,581,000 as at 31 March 2005. Upon
the adoption of the transitional provision of HKFRS 3,
the Group derecognised at 1 April 2005 the carrying
amount of negative goodwill remaining in the
consolidated capital reserve against accumulated losses.
The effects of the above changes are summarised in

note 2.4 to the financial statements.
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Notes to Financial Statements

32.

33.

—EEANF=ZF=+—H
31 March 2006

BRETE @

FAMERLBRE REERTETM
RiRZ AT 8 HARTT 2 SRR

PR A TR A AR B R BR
RELERRZHER-

it

(a)

AKHE

ARE Y BB R R E R R
FERDZ L BOBREGA EX
EBEA-

AEBZEBBBRAARER —
ANABAF+TAZHRAR EMAT#
TREZEMES DHHRENRE
A6 E AR T WK RE AN 5 1B AR AR
REZBRAEE Mk E %R E
METZARBRANHEER TS
ERe

R-TT—FHNSHEBEL S
305k AEEE RS T EHLE
A Z5305% [ 754 OF | Z BIE 53
BDHERM S EBER L3058
AT A U BE BT B 2 B e L Rl 1 2
MEAZEERBEE RED 5
iR & R MEH G A B AR
N-R—_TETRFE=ZA=+—8"
E R A S 51 B 5 28 3058 A W iE
HEESIDEEMREELRE FEEM
$H2 BB S5 R4,581,000/8 7T
KABBMERELENEIR 2B
BEXE AEBR_TETAFN
A—BEBERGEEARHKEZA
HERBCEAERZEEZY
SHo bl BB v B EE NS
REMITE2.40
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33. RESERVES (Continued)

33. f#E @

(b) Company (b) A&21TF
Share
premium Contributed Accumulated
account surplus losses Total
HK$°000 HK$°000 HK$'000 HK$°000
B 7 % 8 B BEARG 2rtER by
FHET FHET FAT FHAT
At 1 April 2004 RZZEZZTNEMNA—H
As previously reported 12 5 Al B 3 146,585 159,393 (370,551) (64,573)
Prior year adjustments BAEFE LA - - (3,941) (3,941)
As restated ]l 146,585 159,393 (374,492) (68,514)
Issue of new shares BT AR D 7,840 = = 7,840
Share issue expenses R R (85) - - (85)
Conversion of RBAIBRES
convertible bonds 34,046 - - (34,046)
Loss for the year FABE - - (29,062) (29,062)
At 31 March 2005 RZZEERF=ZA=+—H 188,386 159,393 (403,554) (55,775)
At 1 April 2005 R-ZBZREMA—H
As previously reported 12 4% Al B 5 186,340 159,393 (397,101) (51,368)
Prior year adjustments BAEFEZRAE 2,046 - (6,453) (4,407)
As restated ] 188,386 159,393 (403,554) (55,775)
Issue of new shares BITHRMD 20,460 - - 20,460
Share issue expenses RGO R (273) = - (273)
Conversion of RBABRES
convertible bonds 52,740 - - 52,740
Reduction of share Bl AR 17 )4 (B BR
premium account (254,421) - 254,421 -
Loss for the year FAEE - - (5,562) (5,562)
At 31 March 2006 RZZEEREF=ZR=+— 6,892 159,393 (154,695) 11,590
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33. RESERVES (Continued)

(b)

Company (Continued)

The contributed surplus of the Company arose as a
result of the Group reorganisation referred to in note
33(a), and represents the excess of the then combined
net assets of the subsidiaries acquired, over the nominal
value of the share capital of the Company issued in

exchange therefor.

Pursuant to a special resolution passed on 12 September
2005, the share premium account of the Company was
reduced by HK$254,421,000 to offset against part of

the accumulated losses of the Company.
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Notes to Financial Statements

—EEANF=ZF=+—H
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33. @#fE @

(b)

KATF (&)

RRABZBEHEH T MM E33()
Ptz EEEAEIAELS THHE
FR B 2 I8 2 B R &
ZEHEEFE MERZRKE
iME#&T 2 ARBRANHEER TS
ERe

RER-_ZTAFALAT+-_AB
BZERRBR ARRZRGE
18 B Bl 5k 2= 254,421,000 7T+ A
WIHARQRIH D Rt BB

TEARFER BREBRERERAA
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34. NOTES TO THE CONSOLIDATED CASH 3. BERBBERMTE

FLOW STATEMENT

(a) Disposal of a subsidiary during the (a)

year ended 31 March 2005

BE-_ZEERE=A=1
—BLEEEBHE— B
B e

HK$'000
FHT
Net assets disposed of: & & EFE:
Property, plant and equipment EN Y e 27,158
Inventories FE 6,101
Accounts receivable JiE UK BR 3R 1,830
Prepayments, deposits and BRRE T2k
other receivables H th & W 5K I8 1,080
Cash and bank balances IR & MIRTT 4 R 335
Accounts payable JE 15F BR 3K (3,113)
Other payables and accruals H fth 15 BR T K FE 5T FK B (7,558)
Interest-bearing other borrowings HEist BB E (4,673)
Minority interests DER R = (6,796)
14,364
Exchange fluctuation reserve P& = B [ 15 (513)
Loss on disposal of a subsidiary HE—FHMMBRARZEE (7,554)
6,297
Satisfied by: A
Cash consideration received BEWIRERE 1,000
Cash consideration receivable FEUW IR & R (E 1,000
Waiver of an amount due to TP ZEMNEG EBHE
a joint venture partner R 4,297
6,297
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34. NOTES TO THE CONSOLIDATED CASH 3. BERBBRME @
FLOW STATEMENT (continued)
(a) Disposal of a subsidiary during the (a) EZEERF=ZRA=1
year ended 31 March 2005 (Continued) —BILEEBHE— MK
B AR &)
An analysis of the net inflow of cash and cash FELENBEARIZESRER
equivalents in respect of the disposal of a subsidiary is BHEHEEZRASESITAOT:
as follows:
HK$'000
FET
Cash consideration received BB KE 1,000
Cash and bank balances disposed of HERE MIBITER (335)
665
The subsidiary disposed of contributed HK$39,775,000 HEMBARMAEEF ARG
to the Group’s revenue and a net loss of HK$12,620,000 239,775,000/ 7T BA R Bk Bt 18 4%
to the consolidated loss for that year. S BB 2 BB F512,620,000%8
TTo
(b) Major non-cash transactions (b) EEFBRERZF
0) During the year, Wealthguard, being a substantial (i) A A &\ £ Z K R

(if)

(iii)

shareholder of the Company, waived

HK$11,100,000 of the secured term loan.

During the year, 252,073,520 ordinary shares of
HK$0.01 each in the Company were issued at a
price of HK$0.2 per share, amounting to
HK$50,415,000 in total, pursuant to the
conversion terms, rights and conditions of the
1.5% CBs of HK$50,415,000.

During the year, the Group entered into a finance
lease arrangement in respect of an item of
property, plant and equipment with a capital
value at the inception of the lease of

approximately HK$900,000.

Wealthguard® A & % %
11,100,000/ T 2 A & #
EHE R

(ii) R 4% 50,415,000/ JT 2
1.5% Al |AR B 5 2 K
oM R AR R FE
i m & 0018 Tt 2
252,073,5200% & 38 % & A
A& RR0.2% T 2 B8 %
77 # %8 HEE 750,415,000
W T 0

(i) FA-AEEZG -BWE-
W E KRR B E A
L EIN A 2 BEARBE
49 900,000/ Jt °

TEARFER BREBRERERAA
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34. NOTES TO THE CONSOLIDATED CASH
FLOW STATEMENT (continued)

(b)

Major non-cash transactions (Continued)

(iv)

(vi)

(vii)

During the year ended 31 March 2005,
800,000,000 ordinary shares of HK$0.01 each
in the Company were issued at a price of
HK$0.05 per
HK$40,000,000 in total, pursuant to the

share, amounting to

conversion terms, rights and conditions of the
3% CBs of HK$40 million.

March 2005,
Wealthguard waived interest payable by the

During the year ended 31

Group on its secured term loan, 1.5% CBs and
3% CBs of approximately HK$1,940,000, which
has been included in gain arising on write-off of
bank indebtedness and interest payable of
HK$4,940,000.

During the year ended 31 March 2005, a bank
waived a short term loan owed by the Group of
HK$3 million.

March 2005,
subcontracting fees payable to the joint venture
partner of BJWS of HK$4,297,000 were waived

by the joint venture partner pursuant to the

During the year ended 31

disposal of a subsidiary.

34.

BERBDHRME a0

(b)

TEFBRERZ (@)

(iv)

(vi)

(vii)

HE=Z_ZETZTHF=A
=t+—RLEFE RBE
40,000,000/ 7T 2 3% Al #&
IR & 2 5 IR R
KiEH ARRESHREE
0.0138 7T Z 800,000,0000%
TR A S R0.0578 T 2
BRET BEEER
40,000,0005% 7T

HE-_ZTTRAF=A=+
— A Ik F [& » Wealthguard
HEAREEREETTEH
B 3% & #1,940,0007% 7T
1.5%2 AT IREH R3%
AR ES (Bt AMEEER
TEBEE ZKRE R
4,940,000/ 7T E AT A B)
FEE 2 B Be

HE_TTRF=-A=+
—BIEE —HEETHE
NEBE A 23,000,000

TR E R

BHE-_TTHRF=A=+
—BIEFE BRIES &K
HFR-—ERNBARZHE
EHEARENZA &K
2 # B & F 4,297,000

JG°
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35.

36.

CONTINGENT LIABILITIES

35.

B 7% R Ak Y AE

Notes to Financial Statements

HREE

—EEANF=ZF=+—H
31 March 2006

At the balance sheet date, the Group's and the Company’s REER VBERRUERECAEER
contingent liabilities not provided for in the financial statements RARHABERT:
were as follows:
Group Company
rEH RRAHE
2006 2005 2006 2005
HK$'000 HK$'000 HKS$'000 HK$'000
—EEXRE —EERE —EEXREF —ETHEF
FERT FH&TT FHERT FAT
Guarantees of banking facilities MK B R AR L 2
granted to subsidiaries RITEEER - - - 348,410
Guarantees of finance leases P MNCIE S v
granted to subsidiaries RERAEER - - - 1,355
Guarantees of banking facilities W®WEZF=F&E 2
granted to independent BITEEER
third parties 7,692 8,411 - -
7,692 8,411 - 349,765
OPERATING LEASE ARRANGEMENTS 36. REMAORH
The Group leases certain of its office premises, factory premises AEBERBEEROLHFHAERAE
and staff quarters under operating lease arrangements. Leases X IHmMEREIBE -StYWEMELD P
for premises are negotiated for terms ranging from two to FEZHBABANTMELF L ZIERK
seven years. The terms of the leases generally require the Group —RERKAEE L FiRe-
to pay deposits.
At the balance sheet date, the Group had total future minimum REFER BEASERBEIAIBHELE
lease payments under non-cancellable operating leases falling AR T 51 BA 2 ER FE A< 2 R 2R B A BR
due as follows: FABFEWT
2006 2005
HK$’'000 HK$'000
—EEXRF —EEREF
FER FAT
Within one year —F A 1,620 1,239
In the second to fifth years, inclusive RE_ZEFRF (BEEEMRF) 3,116 1,337
4,736 2,576

At the balance sheet date, the Company had no significant

operating lease commitments.

REEB RARRLBEERGEHOEE-

“EEAEER BREBRERERLA

133



B H ¥R AR BT R

Notes to Financial Statements

—EEAF=ZHA=+—H
31 March 2006

37. COMMITMENTS 37. EiE
In addition to the operating lease commitments detailed in BR b ST RE36 A i 4% & A A AR HN AR &
note 36 above, the Group had the following commitments at EREERAE THIFPE:
the balance sheet date:
Group Company
AEE LA
2006 2005 2006 2005
Notes HK$’000 HK$'000 HK$’000 HK$'000
ZEBEX —ZTTRF ZEEXRE —Z22RF
Bt & FERT FHET FET FHAT
Contracted, but not BRI A AR R
provided for:
Capital contribution to {8 2 & & A & Bk
a subsidiary (a) 22,017 28,106 - -
Prepaid land lease B L A & IR
payments (b) 8,409 8,430 - -
Acquisition of an equity W B —AF
interest in a company (c) 120,000 - - -
150,426 36,536 - -
Authorised, but not BEEEEKRTA:
contracted for:
Construction of a HEEERE
production plant 18,000 - 18,000 -
168,426 36,536 18,000 =

(a) The contracted commitment was in respect of capital
contribution to a subsidiary (the “Subsidiary”) operating
in Mainland China amounting to US$2,830,000
(equivalent to approximately HK$22,017,000) at 31
March 2006, which was due for payment in June 2004.
Directors of the Company intends to contribute the
remaining capital to the Subsidiary within 12 months
after the balance sheet date. During the year, the
Subsidiary applied for a reduction of registered capital
by US$2,000,000, from US$6,430,000 to US$4,430,000,
which has yet to be approved up to the date of approval

of the financial statements.

B[R] B AR B K B A 2 BT BB A A
([MHEBAE]) MERERZ A
EERZZTENF=ZA=+—H
/2,830,000 7T (4 F R 4
22,017,000 7T) - RKEER ==
TMERRBEB-RNRFEEFEH
REEBR+T-—EARRKEAQ
RERMBR T ZER - FN %M B
ANRAEEBHBHTMEARH
6,430,000 7T 8l /% 2,000,0003 7T
% 4,430,000 70 HEZSF W
WMEREREZ BIE REMEET
EFIO
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37. COMMITMENTS (Continued)

(b)

The Group had unprovided commitments of
RMB8,746,000 approximately

HK$8,409,000) in respect of the land premium for a

(equivalent to

parcel of land located in Dongguan, the PRC.

On 13 December 2005, Fullson, a wholly-owned
subsidiary of the Company, entered into a conditional
sale and purchase agreement (the “Agreement”) with
Hebei Cangzhou Chemical Group (the “Vendor”), a joint
stock company with limited liability established in the
PRC, to acquire 12% (50,470,400 state-owned shares,
or the “Sale Shares”) of the existing issued share capital
of Cangzhou Chemical Industrial Co., Ltd. (“Cangzhou
Chemical”), at a maximum cash consideration of
HK$120 million

“Acquisition”). The Acquisition constitutes a very

(hereinafter referred to as the

substantial acquisition of the Company under the Listing
Rules. In order to finance the Acquisition, the Company
entered into a conditional placing agreement (the
“Placing Agreement”) with an agent on the same date

(hereinafter referred to as the “Placing”).

Cangzhou Chemical is established in the PRC as a joint
stock company with limited liability, of which 72.7% of
the issued shares are state-owned, non-freely circulating
shares (the “Non-Circulating Shares”) and the remaining
27.3% of its existing issued shares are currently listed
and traded on The Shanghai Stock Exchange (the
“Circulating A-Shares”). Cangzhou Chemical is
principally engaged in the sale and manufacturing of
chemical materials, the wholesaling and retailing of
plastic products and building materials as well as the

sale and manufacturing of cement.
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37. EE @)

(b)

NEBH— BN ERSEZH
WMzt BEE 2 ABEERER
AR #8,746,0007T (BER K
8,409,000/ 7T ) °

R_ZEERF+_A+=0 42
AE2EHEZMB AR EHED
REIK 2 EREEAGNILERE
MEI&EE ([EF]) T E KN
ZEE W= ([ZipE])  LAIKE
Cangzhou Chemical Industrial Co.,
Ltd. (7B M ]) BB EETR
K2 12% (50,470,4000% B & &
DX [HERG]) BREZZ
#%120,000,000/% 7T (LA 8% [ 7%
WHESEIE]) sz EEERE £
FAMEAR R A U F IR K EL 5 -
REBZWESIE AR R EAE
AR R B AT B RGBS s
(TEEEHzZE]) (ATEBA K
€l)e

77

BMEIRFREKILAEBREF
PNEHEART27%Z BEEITRDE
BxEE FEBRTBER ([FERE
1) #AT27.3% 2 IRE B BT
in (IRBARKR]) RE R LEF
ARG EMREZE-ANMNEIE
EREBHEREELSMR L3
REEBERBEMMRBEEMB LK
HEREENKE-

“EEAEER BREBRERERLA
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37. COMMITMENTS (Continued)

(©)

(Continued)

Pursuant to the Agreement, the Vendor had granted
Fullson an option to further acquire 20,559,600 shares
in Cangzhou Chemical currently held by the Vendor,
representing approximately 4.88% of the existing issued

share capital of Cangzhou Chemical.

The Agreement and the Placing Agreement were duly
approved by the shareholders of the Company at a
special general meeting held on 13 April 2006 (the
“Qriginal Condition Fulfillment Date”). Since some of
the conditions set forth in the Agreement have not
been fulfilled as at the balance sheet date and the
Original Condition Fulfillment Date, the Company has,
at the request of the Vendor, agreed to extend the
Original Condition Fulfilment Date to 13 July 2006.

Pursuant to the Company’s announcement dated 13
July 2006, certain conditions set forth in the Agreement
have not been fulfilled at the same date and the Vendor
is still in the course of obtaining approvals from the
relevant PRC authorities in relation to the disposal of
the Sale Shares to Fullson. Upon receiving a notice of
request from the Vendor, the directors of the Company
have agreed to further extend the Original Condition
Fulfillment Date to 13 January 2007.

37.

RIE #|)

BEZGE BAEETEME—
FHWEBEFERREFRMEIZ
20,559,600/ f& ) 2 12 - % %
BRHOEEREMNEIRERET
BEAN 2 474.88% o

RRAFRRAR-ZZENFNOA+
=B (IRATZEHRMTERBH])
BITZEIRRAREGHEAHAE
% Wi ame M BE 5 1 ok o ER D R% 13 e B
Flz — &R REE R R &
FRFER B D ARER RNA R
ERESTERFABEERIZE
GHEXBHBRE_ZTRELA
+=H-

BRERARBAR-_ZTZEXRNFLHAT
ZREBEHZAM ZHHREI2H
TIHRARE B ARER MEAD
IERL IR = #r & 36 & A0 (A 48 78
PEERGH X - WA BT 22
KBHME ARAREERABE—F
EERFZEGREERAHE—
ZEELF—HA+=H-
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38. RELATED PARTY TRANSACTIONS

(a)

In addition to those transactions and balances disclosed

elsewhere in these financial statements, the Group also

had the following significant transactions with related

parties during the year:

(i)

(if)

(iii)

Certain of the Group’s loan facilities were
supported/pledged by personal guarantees
executed by certain directors of the Company
and the spouse of one of the directors of the
Company, as further disclosed in note 25 to the

financial statements.

In last year, a director, a related company and
certain shareholders of the Company have

advanced loans to the Group.

During the year, Wealthguard, being a substantial
shareholder of the waived

HK$11,100,000 of the secured term loan. In last

Company,

year, Wealthguard waived interest payable by
the Group on its secured term loan, 1.5% CBs
and 3% CBs of approximately HK$1,940,000,
which has been included in gain arising on the
write-off of bank indebtedness and interest
payable of HK$4,940,000 for the year ended 31
March 2005.
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38. BEAEXRZ

(@) BB mMREMU T PTIEE ZZ
EXGREHRI RER AEH
BHEATTHENTEERS:

(i) AEEETERBEBR
ANAETEERARAE —
BEZZETEILZBA
ER EAZS HKHF &
— R IE N B TS R K B AR
25 #E R

(i) EF ARAZ—NUES:
—RBEERARE TRR
ERALEEMNER

iy FARA - AAAEEZRHE
WealthguardZ % B
11,100,000 J© 2 & & ¥
T OB E R - K F
Wealthguard e Bk 7~ £ & 5t
HEERAEHER 1.5%
AR ES R3% AR E
% 2 FEASF FI B 491,940,000
B EEBABE-ZT
FFE=ZA=+—HBLEE
MWHRT B KT B
E 4 2 W 254,940,000/

JG °©

“EEAEER BREBRERERLA
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38. RELATED PARTY TRANSACTIONS (continued) 38.

(b) Compensation of key management personnel of the

BEALTRXRS @)

(b) HEAEBET2ERAL:

Group:

2006 2005
HK$'000 HK$'000
—2EAE —EER%
FERT FA T
Short term employee benefits 52 B & B &8 A 2,589 3,170
Post-employment benefits & A & 1& T 24 24

Total compensation paid to TRNEEERAEZ
key management personnel fERE 2,613 3,194

Further details of directors’ emoluments are included in

note 9 to the financial statements.

39. FINANCIAL RISK MANAGEMENT 39.

OBJECTIVES AND POLICIES

The Group's principal financial instruments comprise interest-
bearing bank and other borrowings, finance leases, cash and
short term deposits. The Group has various other financial
assets and liabilities such as accounts and bills receivables and
accounts and bills payables, which arise directly from its

operations.

The main risks arising from the Group’s financial instruments
are cash flow interest rate risk, foreign currency risk, liquidity
risk and credit risk. The board of directors reviews and agrees
policies for managing each of these risks and they are

summarised below.

EEFHCEMAEBIRUBRE
BfzE9eo

BHEEREEBRRERE

AEBEZ T2 TABHEEX AR
TRE BEEERARRSMEHER K
SEHEETHOWEREERBE WEE
BEXBELZERUEREEBERENE
ZERRREE -

AEEERTAMELAZTIERRARE
MENEER SMNERR EERR &R
EeRR-EFEERRALRET AL
IR R IA I FRE R Z BUR
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39.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Cash flow interest rate risk

The interest rate of the interest-bearing bank and other
borrowings of the Group are disclosed in note 25 to the
financial statements. Directors of the Company believe its

exposure to cash flow interest rate risk is minimal.
Foreign currency risk

The Group has transactional currency exposures. Such exposure
arise from substantial portion of sales or purchases by operating
units in United States (“US"”) dollars and RMB. The Group is
exposed to foreign exchange risk arising from the exposure of
US dollars and RMB. Considering that there is insignificant
fluctuation in the exchange rates of US dollars and RMB against
Hong Kong dollars, directors of the Company believe its

exposure to exchange rate risk is minimal.

The Group currently does not have a foreign currency hedging
policy. However, management monitors foreign exchange
exposure and will consider hedging significant foreign currency
exposure should the need arise.

Liquidity risk

The Group maintains a balance between continuity of funding
and flexibility through the use of interest-bearing bank and
other borrowings. The directors of the Company have reviewed
the Group’'s working capital and capital expenditure
requirements and determined that the Group has no significant
liquidity risk.

Credit risk

The Group trades only with recognised and creditworthy third
parties. It is the Group’s policy that all customers who wish to
trade on credit terms are subject to credit verification
procedures. In addition, receivables balances are monitored on
an ongoing basis.

Since the Group trades only with recognised and creditworthy
third parties, there is generally no requirement for collateral.
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MEEREEBRRARE
(#)

B2 i 8 7 m

AREE 2R ZRITREMEERNRRA
BRI 254 BB - N R R E F RIS A
RZBGHREBREN-

S0 L B

AEEAZZSERKAR -BRERARETE
HEBBEMNETRARBETERE
E-REEMAZZBETREARKE ZIN
KRB -ERETRARBLETZER
BB TR REBEEREAX ZINER

R B o

AR E B A SR B INE H OB
A EEESERIIERR TERNEE
B EBE R ERNZINE R

W8 E % g

AEEFBFRZ|OTREMEES #F
BeRERERBEEREZRA 2 FE AR
AEFCRIAEEZEEESRERT
HBER ARBARELEBEAZRBE
& E R

= & /E B2

AEEEREERREEEZE=TET
R AEBGHUARETARZZEP
ETEERE IS BUCRAERTEE
EHER-

HRAEEERERRARAEEZE=S
ETR5 HAEE—RIELTNERZRFE
e
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40.

41.

42,

POST BALANCE SHEET EVENTS

Subsequent to the balance sheet date, other than those
disclosed elsewhere in the financial statements, the following

significant event has taken place:

On 9 June 2006, the Company entered into a subscription
agreement with Forex Investment Development Limited
(“Forex"), a company incorporated in the British Virgin Islands
and independent to the Group, in relation to the subscription
of a 2-year, 4% guaranteed convertible note and convertible
into ordinary shares of, the Company up to a principal amount
of HK$46.5 million (the “New CBs”). It is intended that, among
the estimated net proceeds of HK$46.2 million, HK$28.2 million
will be used as general working capital and HK$18 million will
be used as the Group’s future investments in construction of

production plants and its ancillary facilities.

The New CBs, if fully subscribed for and issued, are convertible
into a total of 191.4 million new ordinary shares of the
Company at the initial conversion price of HK$0.243 per
ordinary share. As at the date of these financial statements,
the subscription has not yet completed as certain conditions

have not been satisfied.

COMPARATIVE AMOUNTS

As further explained in notes 2.2 and 2.4 to the financial
statements, due to the adoption of new and revised HKFRSs
during the current year, the accounting treatment and
presentation of certain items and balances in the financial
statements have been revised to comply with the new
requirements. Accordingly, certain prior year and opening
balance adjustments have been made and certain comparative
amounts have been reclassified and restated to conform with

the current year’s presentation and accounting treatment.

APPROVAL OF THE FINANCIAL
STATEMENTS

The financial statements were approved and authorised for

issue by the board of directors on 21 July 2006.

40.

41.

42.

HERRER

FBEAR BRERAHBHRREIN BAT
EARFEREL:

RZZEZERNFANANLB AARE—FER
RBELHSEMRI T B A ARER
NEEMRKREZERBERLAR ([EW]) AT
VRERE HAAEEREArASTE RS
46,500,000/ 7T £ HA R 4 PO [E B &R Al
BREE MZEZRALRARNRAE
Bk ([FATRRES]) AR RS &
{& &1 FT 15 3k 18 7% 58 46,200,000/ 7T H
28,200,000/ 8 T AE—MREEER M
18,000,000 7T # FA {E 7 &= B R 2R 4% & 4
BEEBEREBYREMAZES

fis JE 2 BB B I B AT #T A R (B 5 I 4R
NEBRBEREBIR0.243BETHIAR
& 3£191,400,000/% 78 2 &7 & i@ AR o 7 Lt
EUBHER A BAE T IRHDAREZR
R R AR T

EE& < 58

AN F AR M iE2.2 % 2 4FT R At A
REERMINT RISET B RN BRE%E
Al BI75sRRANE THE RERZSETE
BHZERZFARNEEDETAFE TR
EeE BIEHE TRAFE RBNELH
AR METHESHEEEH D ERED
NHERFEZE2NARAKEFEER
e

1t B S R AR

MR AHES
—R#tEKRBE-

8

RZZFERFLA=F
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