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GENERAL

The Company is a public company incorporated in
Bermuda as an exempted company with limited liability
and its shares are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange"”). The
addresses of the registered office and the principal
place of business of the Company are disclosed in the
section headed “Corporate information” of the
Company’'s Annual Report.

The financial statements are presented in Hong Kong
dollars, which is the same as the functional currency

of the Company.

The principal activities of the Group are the design,
manufacture and sale of toys.

The financial statements on pages 28 to 83 have been
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S financial statements also include the applicable

= disclosure requirements of the Rules Governing the

= Listing of Securities on the Stock Exchange (“Listing

z Rules”).
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The financial statements for the year ended 31
December 2006 were approved for issue by the Board
of directors on 20 April 2007.
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NOTES TO THE FINANCIAL STATEMENTS

MEERENE

For the year ended 31 December 2006

ADOPTION OF NEW OR AMENDED HKFRSS

From 1 January 2006, the Group has adopted all the
new and amended HKFRSs which are first effective on
1 January 2006 and relevant to the Group. The
adoption of these HKFRSs has resulted in changes in
the Group’s accounting policies on

° financial guarantee contracts; &

° financial assets designated as at fair value
through profit or loss

The amendment to HKAS 39 Financial Instruments:
Recognition and Measurement — The Fair Value Option
permits designating a financial asset at fair value
through profit or loss only when certain conditions are
met. The investments previously classified as
investments at fair value through profit or loss have
retrospectively been reclassified as available-for-sale
investments and are carried at fair value. This change
in accounting policy has had no material effects on the
results and financial positions of the current year and
prior years. Accordingly, no prior year adjustments have
been made.

Apart from the above, the adoption of the other new
and amended HKFRSs did not result in significant
changes in the Group's accounting policies but gave
rise to additional disclosures. The specific transitional
provisions contained in some of these new or
amended HKFRSs have been considered. The adoption
of these standards did not result in any changes to the
amounts or disclosures in these financial statements.

The Group has not early adopted the following HKFRSs
that have been issued but are not yet effective. The
directors of the Company anticipate that the adoption
of such HKFRSs will not result in material financial
impact on the Group's financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006 HE_ZTTEXXF+_A=1+—HILFE
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1

3.2

3.3

Basis of preparation

The significant accounting policies that have been
used in the preparation of these financial
statements are summarised below. These policies
have been consistently applied to all the years
presented unless otherwise stated.

The financial statements have been prepared on
the historical cost basis except for certain
properties and financial instruments, which are
stated at fair values. The measurement bases are
fully described in the accounting policies below.

It should be noted that accounting estimates and
assumptions are used in preparation of the
financial statements. Although these estimates
are based on management'’s best knowledge and
judgement of current events and actions, actual
results may ultimately differ from those
estimates. The areas involving a higher degree of
judgement or complexity, or areas where
assumptions and estimates are significant to the
financial statements, are disclosed in Note 4.

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and its
subsidiaries made up to 31 December each year.

Subsidiaries

Subsidiaries are entities over which the Group
has the power to control the financial and
operating policies so as to obtain benefits from
their activities. The existence and effect of
potential voting rights that are currently
exercisable or convertible are considered when
assessing whether the Group controls another
entity. Subsidiaries are fully consolidated from the
date on which control is transferred to the Group.
They are excluded from consolidation from the
date that control ceases.
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.3

3.4

Subsidiaries (Continued)

Intra-group transactions, balances and unrealised
gains on transactions between Group companies
are eliminated in preparing the consolidated
financial statements. Unrealised losses are also
eliminated unless the transaction provides
evidence of an impairment of the assets
transferred.

In the Company’s balance sheet, subsidiaries are
carried at cost less any impairment loss. The
results of the subsidiaries are accounted for by
the Company on the basis of dividends received
and receivable at the balance sheet date.

Property, plant and equipment

All property, plant and equipment are stated at
acquisition cost less depreciation and impairment
losses. The gain or loss arising on the disposal is
determined as the difference between the sales
proceeds and carrying amount of the asset and is
recognised in the income statement.

Buildings held under capital leasing agreement
are depreciated over their expected useful lives
or over the term of lease, if shorter.

Factory under construction is stated at cost less
any impairment loss, and is not depreciated. Cost
comprises the direct costs of construction.
Factory under construction is reclassified to the
appropriate category of building when completed
and ready for use.

Property, plant and equipment are depreciated
over their estimated useful lives and after taking
into account their estimated residual value, using
the straight-line method over their cost, at the
following depreciation rates per annum:
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NOTES TO THE FINANCIAL STATEMENTS

MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.4

3.5

Property, plant and equipment (Continued)

Category of assets Estimated useful lives

Buildings 20 to 25 years or
over the lease term
of the land on which
the building is situated,

if shorter
Plant and machinery 5 to 8 years
Moulds and tools 3 to b5 years

Other tangible fixed assets 4 to 5 years, and
if applicable, over
the lease term,

if shorter

Subsequent costs are included in the asset's
carrying amount or recognised as a separate
asset, as appropriate, only when it is probable
that future economic benefits associated with the
item will flow to the Group and the cost of the
item can be measured reliably. All other costs,
such as repairs and maintenance are charged to
the income statement during the financial period
in which they are incurred.

Investment properties

Investment properties are land and/or buildings
which are owned or held under a leasehold
interest to earn rental income and/or for capital
appreciation. These include land held for a
currently undetermined future use.

On initial recognition, investment properties are
measured at cost, including any directly
attributable expenditure. Subsequent to initial
recognition, investment properties are measured
using the fair value model. Gains or losses arising
from changes in the fair value of investment
properties are included in profit or loss for the
period in which they arise.
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ANNUAL REPORT 2006

NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.6

3.7

3.8

Prepaid lease payments

Prepaid lease payments are up-front payments to
acquire the land use rights. They are stated at
cost less accumulated amortisation and
accumulated impairment losses. Amortisation is
calculated on a straight line basis over the lease
term.

Inventories

Inventories are carried at the lower of cost and
net realisable value. Cost is determined using the
first-in-first-out method, and in the case of work
in progress and finished goods, comprise direct
materials, direct labour and an appropriate
proportion of overheads. Net realisable value is
the estimated selling price in the ordinary course
of business less the estimated cost of
completion and applicable selling expenses.

Research and development expenditure

Expenditure on research activities is recognised
as an expense in the period in which it is
incurred.

An internally-generated intangible asset arising
from development expenditure is recognised only
if it is anticipated that the development costs
incurred on a clearly-defined project will be
recovered through future commercial activity. The
resultant asset is amortised on a straight-line
basis over its estimated useful life and carried at
cost less subsequent accumulated amortisation
and impairment losses, if any.

Where no internally-generated intangible asset
can be recognised, development expenditure is
recognised as an expense in the period in which
it is incurred.
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.9

Impairment of assets

Property, plant and equipment, prepaid lease
payments for land and interests in subsidiaries
are subject to impairment testing.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of fair
value, reflecting market conditions less costs to
sell, and value in use. In assessing value in use,
the estimated future cash flows are discounted
to their present value using a pre-tax discount
rate that reflects current market assessment of
time value of money and the risk specific to the
asset.

For the purposes of assessing impairment, where
an asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the
smallest group of assets that generate cash
inflows independently (i.e. a cash-generating unit).
As a result, some assets are tested individually
for impairment and some are tested at cash-
generating unit level.
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NOTES TO THE FINANCIAL STATEMENTS

MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.10 Financial assets and liabilities
Financial assets

All financial assets are recognised when, and only
when, the Group becomes a party to the
contractual provisions of the instrument. Regular
way purchases of financial assets are recognised
on trade date. 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.

Derecognition of financial assets occurs when the
rights to receive cash flows from the investments
expire or are transferred and substantially all of
the risks and rewards of ownership have been
transferred. At each balance sheet date, financial
assets are reviewed to assess whether there is
objective evidence of impairment. If any such
evidence exists, impairment loss is determined
and recognised based on the classification of the
financial asset.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss
include financial assets held for trading which are
acquired for the purpose of selling in the near
term. At each balance sheet date subsequent to
initial recognition, financial assets at fair value
through profit or loss are measured at fair value,
with changes in fair value recognised directly in
profit or loss in the period in which they arise.
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NOTES TO THE FINANCIAL STATEMENTS

MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.10 Financial assets and liabilities (Continued)
Held-to-maturity investments

Held-to-maturity investments are non-derivative
financial assets with fixed or determinable
payments and fixed maturities that the
management has the positive intention and ability
to hold to maturity. At each balance sheet date
subsequent to initial recognition, held-to-maturity
investments are measured at amortised cost
using the effective interest method, less any
identified impairment losses. An impairment loss
is recognised in profit or loss when there is
objective evidence that the asset is impaired, and
is measured as the difference between the
asset’s carrying amount and the present value of
estimated future cash flows discounted at the
effective interest rate computed on initial
recognition. Impairment losses are reversed in
subsequent periods when an increase in the
investment’s recoverable amount can be related
objectively to an event occurring after the
impairment was recognised, subject to the
restriction that the carrying amount of the asset
at the date the impairment is reversed does not
exceed what the amortised cost would have
been had the impairment not been recognised.
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NOTES TO THE FINANCIAL STATEMENTS

MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.10 Financial assets and liabilities (Continued)
Loans and receivables

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

Available-for-sale financial assets

Available-for-sale financial assets include non-
derivative financial assets that are either
designated to this category or do not qualify for
inclusion in any of the other categories of
financial assets. All financial assets within this
category are subsequently measured at fair value.
Gain or loss arising from a change in the fair
value is recognised directly in equity, except for
impairment losses and foreign exchange gains
and losses, until the financial asset is
derecognised, at which time the cumulative gain
or loss previously recognised in equity would be
recognised in profit or loss. Interest calculated
using the effective interest method is recognised
in profit or loss. Upon disposal, the cumulative
gain or loss previously recognised in equity is
transferred to the income statement.
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.10 Financial assets and liabilities (Continued)

3.1

For available-for-sale investments in equity
securities that do not have a quoted market price
in an active market and whose fair value cannot
be reliably measured and derivatives that are
linked to and must be settled by delivery of such
unquoted equity instruments, they are measured
at cost less any identified impairment losses at
each balance sheet date subsequent to initial
recognition.

Financial liabilities and equity instrument

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

An equity instrument is any contract that
evidences a residual interest in the assets of the
Group after deducting all of its liabilities. Equity
instruments issued by the Company are recorded
at the proceeds received, net of direct issue
costs.

The Group's financial liabilities (including trade
and other payables) are subsequently measured
at amortised cost, using the effective interest
method after initial recognition.

Leases

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

The Group as lessor

Rental income from operating leases is
recognised in the income statement on a
straight-line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the
carrying amount of the leased asset and are
recognised as an expense on a straight-line basis
over the lease term.
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ANNUAL REPORT 2006

NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.1

3.12

Leases (Continued)
The Group as lessee

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

Accounting for income taxes

Income tax comprises current tax and deferred
tax.

Current income tax assets and/or liabilities
comprise those obligations to, or claims from,
fiscal authorities relating to the current or prior
reporting period, that are unpaid at the balance
sheet date. They are calculated according to the
tax rates and tax laws applicable to the fiscal
periods to which they relate, based on the
taxable profit for the year. All changes to current
tax assets or liabilities are recognised as a
component of tax expense in the income
statement.

Deferred tax is calculated using the liability
method on temporary differences at the balance
sheet date between the carrying amounts of
assets and liabilities in the financial statements
and their respective tax bases. Deferred tax
liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are
recognised for all deductible temporary
differences, tax losses available to be carried
forward as well as other unused tax credits, to
the extent that it is probable that taxable profit
will be available against which the deductible
temporary differences, unused tax losses and
unused tax credits can be utilised.
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.12

3.13

Accounting for income taxes (Continued)

Deferred tax assets and liabilities are not
recognised if the temporary difference arises
from goodwill or from initial recognition (other
than in a business combination) of assets and
liabilities in a transaction that affects neither
taxable nor accounting profit or loss.

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

Deferred tax is calculated, without discounting, at
tax rates that are expected to apply in the period
the liability is settled or the asset realised,
provided they are enacted or substantively
enacted at the balance sheet date.

Changes in deferred tax assets or liabilities are
recognised in the income statement, or in equity
if they relate to items that are charged or
credited directly to equity.

Foreign currency translation

The financial statements are presented in Hong
Kong Dollars (HK$), which is also the functional
currency of the Company.

In the individual financial statements of the
consolidated entities, foreign currency
transactions are translated into the functional
currency of the individual entity using the
exchange rates prevailing at the dates of the
transactions. At balance sheet date, monetary
assets and liabilities denominated in foreign
currencies are translated at the foreign exchange
rates ruling at the balance sheet date. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
balance sheet date retranslation of monetary
assets and liabilities are recognised in the income
statement.
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ANNUAL REPORT 2006

NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.13

3.14

3.15

Foreign currency translation(Continued)

Non-monetary items carried at fair value that are
denominated in foreign currencies are
retranslated at the rates prevailing on the date
when the fair value was determined and are
reported as part of the fair value gain or loss.
Non-monetary items that are measured in terms
of historical cost in a foreign currency are not
retranslated.

In the consolidated financial statements, all
individual financial statements of foreign
operations, originally presented in a currency
different from the Group’s presentation currency,
have been converted into Hong Kong dollars.
Assets and liabilities have been translated into
Hong Kong dollars at the closing rate at the
balance sheet date. Income and expenses have
been converted into Hong Kong dollars at the
exchange rates ruling at the transaction dates, or
at the average rates over the reporting period.
Any differences arising from this procedure have
been dealt with separately in the exchange
reserve in equity.

Borrowing costs

All borrowing costs are recognised as and
included in finance costs in the consolidated
income statement in the period in which they are
incurred.

Revenue recognition

Revenue comprises the fair value for the sale of
goods, net of rebates and discounts. Provided it
is probable that the economic benefit will flow to
the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is
recognised as follows:

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

Sales of investments are recognised when the
sale agreement becomes unconditional and it is
probable that the economic benefits associated
with the sale will flow to the Group.
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.15

3.16

3.17

3.18

Revenue recognition(Continued)

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

Dividend is recognised when the shareholder’s
right to receive payment is established.

Cash and cash equivalents

Cash and cash equivalents include cash at bank
and in hand as well as short term bank deposits.

Share capital

Ordinary shares are classified as equity. Share
capital is determined using the nominal value of
shares that have been issued.

Any transaction costs associated with the issuing
of shares are deducted from the proceeds (net of
any related income tax benefits), to the extent
they are incremental costs directly attributable to
the equity transaction.

Employee benefits

The Group contributes to a defined contribution
retirement benefit scheme ("MPF scheme”)
under the Mandatory Provident Fund Scheme
Ordinance which is available to its employees in
Hong Kong. Contributions to the MPF Scheme by
the Group and employees are calculated as
percentages of employees’ basic salaries. The
retirement benefit scheme cost charged to
income statement represents contributions
payable by the Group to the MPF scheme.

The assets of the MPF Scheme are held
separately from those of the Group in
independently administered funds.
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ANNUAL REPORT 2006

NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.18 Employee benefits(Continued)

3.19

The employees of the Group's subsidiaries which
operate in the PRC are required to participate in
a central pension scheme operated by the local
municipal government.

These subsidiaries are required to contribute
certain percentage of its 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.

Provision and contingent liabilities

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

All provisions are reviewed at each balance sheet
date and adjusted to reflect the current best
estimate.

Where it is not probable that an outflow of
economic benefits will be required, or the
amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability,
unless the probability of outflow of economic
benefits is remote. Possible obligations, whose
existence will only be confirmed by the
occurrence or non-occurrence of one or more
uncertain future events not wholly within the
control of the Group are also disclosed as
contingent liabilities unless the probability of
outflow of economic benefits is remote.
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.19

3.20

Provision and contingent liabilities (Continued)

Contingent liabilities are recognised in the course
of the allocation of purchase price to the assets
and liabilities acquired in a business combination.
They are initially measured at fair value at the
date of acquisition and subsequently measured at
the higher of the amount that would be
recognised in a comparable provision as
described above and the amount initially
recognised less any accumulated amortisaton, if
appropriate.

Financial guarantee issued

A financial guarantee contract is a contract that
requires the issuer (or guarantor) to make
specified payments to reimburse the holder for a
loss it incurs because a specified debtor fails to
make payment when due in accordance with the
terms of a debt instrument.

Where the Group issues a financial guarantee,
the fair value of the guarantee is initially
recognised as deferred income within trade and
other payables. Where consideration is received
or receivable for the issuance of the guarantee,
the consideration is recognised in accordance
with the Group's policies applicable to that
category of asset. Where no such consideration
is received or receivable, an immediate expense
is recognised in profit or loss on initial
recognition of any deferred income.

The amount of the guarantee initially recognised
as deferred income is amortised in profit or loss
over the term of the guarantee as income from
financial guarantees issued. In addition, provisions
are recognised if and when it becomes probable
that the holder of the guarantee will call upon
the Group under the guarantee and the amount
of that claim on the Group is expected to exceed
the current carrying amount i.e. the amount
initially recognised less accumulated amortisation,
where appropriate.
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ANNUAL REPORT 2006

NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.21 Related parties

Parties are considered to be related to if:

(i)

(vi)

(vii)

directly, or indirectly through one or more
intermediaries, the Group:

— controls, is controlled by, or is under
common control with, the entity;

— has an interest in the entity that gives it
significant influence over the entity;

— has joint control over the entity;
the party is an associate;
the party is a jointly-controlled entity;

the party is a member of the key
management personnel of the Group or its
parent;

the party is a close member of the family
or any individual referred to in (i) or (iv);

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 (iv) or
(v); 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.
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006 HE_ZTTEXXF+_A=1+—HILFE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated
and are based on historical experience and other
factors, including expectations of future events that are
believed to be reasonable under the circumstances.

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related
actual results. The estimates and assumptions that
have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within
the next financial year are discussed below.

Estimated useful lives of property, plant and equipment

The Group determines the estimated useful lives of
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property, plant and equipment and their related AEREBEMNITESL - W% - W z
depreciation charges. When useful lives of property, EREBE A RBFERAZFIHFTAED )%
plant and equipment are different from that previously B ARZITEZLGHEERE - 5
estimated, the depreciation charges for future periods g
will be adjusted accordingly. =

S
Impairment loss on property, plant and equipment ME- - BERREZREER 3
The property, plant and equipment of the Group are WMEBERKEEIRERNEMBRYE - *ll)ﬂli
reviewed by the management for possible impairment B REENEREEE N TE2WE - K i)?'
when events or changes in operating environment EEyEEBeEMZSEEN LR ﬁ
indicate that the carrying amounts of such assets may B-REETZZEEEZNOKREEE & =

not be fully recoverable. In determining the recoverable
amounts of these assets, expected cash flows to be
generated by the assets are discounted to their
present value, which involves significant level of
judgment relating to sales volume, selling prices and
manufacturing and other operating cost. When a
decline in an asset’'s recoverable amount has occurred,
the carrying amount is reduced to its estimated
recoverable amount.

Impairment loss on trade and other receivables

The Group regularly conducts assessments on possible
losses resulting from the inability of customers to
settle the amounts due to the Group. The assessment
is based, inter alia, on the age of the debt and the
credit-worthiness of the customer. If the financial
condition of the customers deteriorates, the amount of
allowance for doubtful recovery of receivables would
be higher than that provided for in the financial
statements.
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

Impairment loss on inventories

Included in the consolidated balance sheet at 31
December 2006 are inventories of HK$165,554,000
which are carried at the lower of cost and net
realisable value. Management conducts assessments
on the net realisable value of inventories by reference
to their age, obsolescence, estimated net selling price
and other economic conditions of the markets in which
the Group’'s customers operate. If the actual selling
prices of inventories are substantially less than
expected due to an adverse market condition or other
factors, impairment loss on inventories may result.

Deferred tax assets

As at 31 December 2006, deferred tax assets of
HK$4,596,000 in relation to unused tax losses and
other deductible temporary differences have been
recognised in the consolidated balance sheet. The
realisability of the deferred tax asset mainly depends
on whether sufficient future profits or taxable
temporary differences will be available in the future. In
cases where the actual future profits generated are
less than expected, a reversal of the deferred tax
assets may arise, which would be recognised in the
consolidated income statement for the period in which
such a reversal takes place.
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006 HE_ZTTEXXF+_A=1+—HILFE

5. BUSINESS AND GEOGRAPHICAL SEGMENTS 5. XBRHESE

Business segments ES k]
The Group is principally engaged in the design, REBEZFEXEB AR  REREE
manufacture and sales of toys. Turnover represents A - EXEEFRNAEEEE TING -
the net amounts received and receivable for goods BEP DRI R B RIEFEE - AE =
sold by the Group to outside customers during the BUATENHEENERIEBOT g
year. The businesses based upon which the Group %
reports its primary segment information are as 2
follows: %
o
Own Brand —  Manufacture of toys designed/ B &% g — BUEBRAEEES 2y
developed by the Group and SRBEZIA I she
sold under the Group's brand UAREBERERE
name or the labels of PHEEHEE - g
licensors 2
ol
OEM/ODM — Manufacture of toys with OEM/ODM — HEFHERXRTHE
design originated from PREmMEBAEE z
customers and where the TAREFPHEZ )%
toolings are owned by Ith o 5
customers g
=
Moulds — Manufacture of moulds for Tig — BHEHETREFZ S
sale to customers THE o o
[l
Segment information about these businesses is EHZEEB 2 DEERERTX

presented below.
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006 HE_ZTTEXXF+_A=1+—HILFE

5. BUSINESS AND GEOGRAPHICAL SEGMENTS 5. ¥BEHEDSE @)
(Continued)
RESULTS AND REVENUE EERBA
E For the year ended 31 December 2006 HE—TENF+_A=1—HIEFE
&
o Own Brand OEM/ODM Moulds Consolidated
Bi®kMEE  OEM/ODM I# =e
m HK$'000 HK$'000 HK$'000 HK$'000
ﬁ"f‘ FEx FHEL FET TiET
a Turnover EERH
= External sales HOMHE 463,285 86,117 752 550,154
i Result EF
g Segment result DEEE 56,980 4,100 66 61,146
[a)
§ Other income Hip e A 5,106
= Valuation deficit on REMXEE
e investment properties BB (600)
Gain on financial assets CRMEEANT
o at fair value through BB
ﬁ profit or loss A —
X Unallocated corporate REAEZ
g: expenses SEEH (32,615)
N Finance costs HBER (783)
§ Profit before income tax B& P15 5 A1 s A 32,254
s Income tax expense BBHX (1,947)
o
2 Profit for the year attributable A% 5 JE{5 5
& to shareholders gl 30,307
<;r
= For the year ended 31 December 2005 HE —EERFf _A=1+—HIFE
<C
Own Brand OEM/ODM Moulds Consolidated
B mE OEM/ODM I# e
HK$'000 HK$'000 HK$'000 HK$'000
F&ET F&T F&T FiET
Turnover BER
External sales HINHE 459,231 79,282 1,175 539,688
Result E¥
Segment result DHEEE 67,275 8,732 85 76,092
Other income Heb g A 8,619
Valuation surplus on REWMEEE
investment properties #EE 3,400
Loss on financial assets SHEENTE
at fair value through profit — #&EBH 2 18
or loss (2,383)
Unallocated corporate RENZ
expenses SEEH (39,239)
Finance costs BBER (445)
Profit before income tax B P15 Bt AL 46,044
Income tax expense BMBAZ (5,169)
Profit for the year attributable I% 5 &5 F A
to shareholders pigl 40,875




NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006 HE_ZTTEXXF+_A=1+—HILFE

5. BUSINESS AND GEOGRAPHICAL SEGMENTS 5. XBRMEESE @

(Continued)
CONSOLDATED ASSETS AND LIABILITIES REEEREE
As at 31 December 2006 RZEENFf-_H=4+—H =
los}
Own Brand OEM/ODM Moulds Consolidated 5
B M  OEM/ODM I =4 o
HK$'000 HK$°000 HK$'000 HK$'000 é
FHET TFET FXET FET =
=
Assets EE o
Segment assets DEEE 191,682 40,581 1,440 233,703 B
Investment properties BEWE 10,300 »
Held-to-maturity investments #AZF|HA K& 52,170
Held for trading investments #A 27X 514 236 B
Other unallocated assets REDELZ BE 286,876 £
Consolidated total assets RAREE 583,285
Liabilities afE S
Segment liabilities DEEE 10,408 8,475 509 19,392 5
Unallocated liabilities AEHEEZBE 59,934 g
oy
=
Consolidated total liabilities 4 &4 & E 79,326 N
o
o
As at 31 December 2005 R-IEENF+-—H=4+—H I
I
Own Brand OEM/ODM Moulds Consolidated ‘;)'I]'
B MmE  OEM/ODM I RE g
HK$'000 HK$'000 HK$000 HK$'000 o
FET TFExT FXEx FET
Assets BE
Segment assets DEEE 164,204 29,910 1,345 195,459
Investment properties BEYE 10,900
Held-to-maturity investments HAZFIHB 214 63,139
Held for trading investments A7 X HI%E 161
Other unallocated assets KEDHRZEE 298,071
Consolidated total assets REBEE 567,730
Liabilities =K
Segment liabilities DEaE 11,042 7,762 728 19,532
Unallocated liabilities AENRRzEE 56,500
Consolidated total liabilities 4R #EEE 76,032




NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006 HE_ZTTEXXF+_A=1+—HILFE

5. BUSINESS AND GEOGRAPHICAL SEGMENTS 5. ¥XLHMEDE @
(Continued)
OTHER INFORMATION Htt &R
For the year ended 31 December 2006 REZE-_LEENF+-H=+—HIF
=
Own Brand  OEM/ODM Moulds Unallocated Total
B @®E OEM/ODM I# RESHE Foy

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
FET FHIT FET FHT FET

I
&
=
i
4
%ﬁ
L
[a)
L
=
=
o
w
(©]
z
[a)
—
o
T
foa)
oc

Capital additions BN
— Property, plant and — % - BE
equipment & 12,242 — 9 17,398 29,649
Depreciation and amortisation 7 & 7 1 8 22,374 2,929 85 1,644 27,032
Loss on disposal of property,  HEWE  FE
plant and equipment BB EE 270 — 3 98 371
- Allowance for doubtful debts  SEERIE & 1,535 - - - 1535
ﬁ Provision for slow moving FEEE
K inventories 1,420 296 — 13 1,729
. For the year ended 31 December 2005 REZE-_LETRFF-_H=+—HIF
© =
g E
% Own Brand  OEM/ODM Moulds Unallocated Total
o HimE OEM/ODM I#E REBIE st
; HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
2 F&T FET F&r F&ET Fi&r
Z
Capital additions BRI
— Property, plant and — W% BB
equipment &L 15,129 - 160 46,078 61,367
Depreciation and amortisation T & & 5 29,069 2,421 383 761 32,634
Gain on disposal of property, HEWME - BE
plant and equipment REEE 2 W 3 — — 5 8
Allowance for doubtful debts — SEBR I 5 1,085 - - - 1,085
Provision for slow moving FERE
inventories 1,118 28 — 23 1,169

Geographical segments

The marketing activities of the Group’s products are
substantially carried out in Hong Kong while the
Group's manufacturing activities are carried out in other
regions in the People's Republic of China (the “PRC").

HES 8]

AEE 2 ABNEMNEBHEE - MA
KEZEEXBARTEARLNE
(THE]) M E M ERETT -



NOTES TO THE FINANCIAL STATEMENTS

MEERENE

For the year ended 31 December 2006

5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(Continued)

Geographical segments (Continued)

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

HE_ZZXRET-_A=1T—HILFE

5. XBERHWEDSE @)

&5 E ()

AR ERERIBE TS E (TRERE
SEE) 2 HITRHEMT -

2006 2005
—EEXRE —EERF
HK$'000 HK$'000
FET FHET

North America 1M
United States of America 35 201,144 201,452
Canada mEx 62,070 51,232
Europe B 202,926 212,512
Asia M 28,825 27,011
Other locations H i@ 55,189 47,481
550,154 539,688

The following is an analysis of the carrying amounts of
segment assets and additions to property, plant and
equipment, analysed by the geographical area in which
the assets are located:

DEEERMEARDE - BELRE
NEREBEZBHESITINT

Segment assets Capital expenditure
PEEE EXMEX
2006 2005 2006 2005

—BERF _TTLF —BEAF _TTLF
HK$'000  HK$'000  HK$'000  HK$'000

TET TET FET THET

Hong Kong BB 142,397 168,474 79 1,201
Mainland China A B K B 340,623 309,569 29,570 60,141
Other locations H i@ 100,265 89,687 — 25

583,285 567,730 29,649 61,367

X
@
T
O
—
9
z
®
w
=
£
=
m
)
2
S5
i
af
i
]
]
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

6.

HE_ZZXRET-_A=1T—HILFE

OTHER INCOME 6. HawA
2006 2005
—EEXEF —EERF
HK$'000 HK$'000
FET FET
Interest income FEWA 332 226
Interest yield on held-to-maturity #4& £ F|HHKE
investments FEHBA 2,481 3,934
Rental income from investment &EWMEZHE
properties WA 429 391
PRC tax incentive (note) PEREBEEESR (Hit) — 2,767
Other income H A A 1,864 1,301
5,106 8,619
Note: KiaE -
The PRC tax incentive in Year 2005 represents part of the ZETRFHFERBEEREXTBEENEE
income tax paid by certain PRC subsidiaries refunded by the SBEFBETF AR EFNEERE - M2
PRC government as an incentive for re-investment of the NEEEMERHRED -
profits of these subsidiaries.
FINANCE COSTS 7. BMKEH
2006 2005
—EEXRF —ETRF
HK$'000 HK$'000
FET FET
Interest on bank loans repayable R —FREEZ
within one year RITIERZFIE 487 361
Interest on bank overdrafts RITEZ Z2FB 296 84

783 445




NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006 HE_ZTTEXXF+_A=1+—HILFE
8. PROFIT BEFORE INCOME TAX 8. BANER
2006 2005
—EEXRE —ETRF
HK$’000 HK$'000
FET FET o
5
Profit before income tax has A Bk GrA) g
been arrived at after T3IEE : o
charging/(crediting): %
=
Auditors’ remuneration IZERD & A 640 1,100 =
Amortisation of prepaid lease At e ;‘;
payments for land B 5 992 832 i
Cost of inventories sold BEEFERAR
(including provision for (BEFERE) ;‘E
slow-moving inventories) 240,088 227,744 el
Depreciation of property, plant #1% - BE X
and equipment BETE 26,040 31,802 >
Operating lease charges: ERHTH - %
— land and buildings — T NEF 2,469 2,296 =
Loss/(gain) on disposal of LEDE - BE MRERE E
property, plant and equipment  Z & (W) 371 (8) o
Research and development MEREREMA g
expenditure 6,896 8,815 2
Staff costs including directors’ BEFEESMEZ2BT I
remuneration (note) B (Bat) 124,139 111,277 ﬁ
Allowance for doubtful debts AR 1,535 1,085 St
Provision for slow moving FEREE ﬁ
inventories 1,729 1,169 =
Fair value (gain)/loss on held for #AZX FHRENFE
trading investments gE)z (KA, EE (196) 79
Net exchange loss M 5 E1EF 8 1,108 2,258
Note: Hiat
The staff costs disclosed above include the Group's B T A B IR R E S RREFFEIEL 2
contributions to retirement benefit schemes amounted to #£3£3,452,0008 T (ZZTZT HF : 3,743,000

HK$3,452,000 (2005: HK$3,743,000). HEIT) ©
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MEERENE

For the year ended 31 December 2006 HE_ZTTEXXF+_A=1+—HILFE

9. DIRECTORS' AND EMPLOYEES EMOLUMENTS 9. EERSHABEMS
(a) Directors’ emoluments (a) E=M<
The emoluments paid or payable to each of the 9 NL(ZEZRF - ) EFEN
w (2005: 10) directors were as follows: SENMEeHT
Eé
i Salaries,  Performance Contributions
allowance related to retirement
g and other incentive benefits
e} Fees benefits payments schemes Total
a EH - 2HR BRI BHERN
= we HtEWAR RE%E  HEZHR ame
= (note)
2 (Hz)
= HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
g FAL FET FAEL FAL FET
T
@ 2006 “ETRE
Mr. Yip Yun Kuen 2HEELLE — 2,016 1,800 101 3,917
Mr. Yip Yun Tim 2EAEE — 930 380 46 1,356
b Mr. Chan Shun Po RIBE % 4 - 1,008 390 50 1,448
il Mr. Chan, Michael Siu Tai * Bk A* - 469 66 23 558
e Ms. Chan Pik Ha # REELT# - 118 - - 118
g Mr. Yeung Wai Kin BEELE 100 - - - 100
Il Mr. Man Mo Leung NEREE 150 — — — 150
© Mr. Yap Alfred Donald, JP ~ EXREAFSHL 100 - - - 100
S Ms. Lau Ki Cho, lris A LA MaA 60 - - - 60
E Total emoluments for year ~ ZZFTAE
O 2006 i 410 4,541 2,636 220 7,807
&
<;( 2005 —2TRF
= Mr. Yip Yun Kuen EEEEE — 2,016 2,000 101 4117
= Mr. Yip Yun Tim EBREE - 909 400 45 1,354
Mr. Chan Shun Po RIEE %45 - 984 430 49 1,463
Mr. Shiu Chun Yuen ** BB *** — — — — —
Ms. Chan Pik Ha # BEE L L# — 202 80 — 282
Mr. Xin Shu Lin, Steve **  FEIMEL** 75 - - - 75
Mr. Yeung Wai Kin BEREE 100 - - - 100
Mr. Man Mo Leung NEREE 150 - - - 150
Mr. Yap Alfred Donald, JP ~ EXEAF&T 100 - - - 100
Ms. Lau Ki Cho, Iris A 2 an 60 - - - 60
Total emoluments for year ~ —ETTHE
2005 B¢ 485 4111 2,910 195 7,701
* Newly appointed on 1 January 2006 * RIZEZRE-A—BHEE
**  Resigned on 16 September 2005 **  RZETRFNATANBET
***  Resigned on 1 January 2005 ¥*x N BT FHE—F—HEHT
# Resigned on 1 August 2006 # RZZEZERNFENA—BEE
A Resigned on 1 October 2006 A RZZEERNF+A—BEE
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MEERENE

For the year ended 31 December 2006

9. DIRECTORS' AND EMPLOYEES EMOLUMENTS
(Continued)

(a)

(b)

Directors’ emoluments (Continued)

Note:

The performance related incentive payments were
determined mainly with the Group's overall
performance.

The amounts disclosed above include directors’ fees of
HK$310,000 (2005: HK$310,000) and HK$100,000
(2005: HK$175,000) paid or payable to three (2005:
three) independent non-executive directors and one
(2005: two) non-executive director respectively.

There was no arrangement under which a director
waived or agreed to waive any remuneration during the
years ended 31 December 2006 and 2005.

During the years ended 31 December 2006 and 2005,
no share options were granted to the directors in
respect of their services to the Group and further
details of which were set out in note 26 to the
financial statements.

Employees’ emoluments

The emoluments of the five highest paid
employees included three (2005: three) directors
of the Company, details of which are set out
above. The emoluments of the remaining two
(2005: two) individuals were as follows:

HE_ZZXRET-_A=1T—HILFE

EERSABEME @
(a) EEME @)
Wi -

THERARS VEEREIZRZEA
SEZERRE -

N EEBESEeED IS EN e T
=R(ZBERF - =) BIIEHTE
ER—((CETRHE © —f1) FHITE
= 9551A310,0008 7T (ZEERE :
310,000 7T) % 100,000/ 7T (Z T F
F4E : 175,00087T) ©

REE-_ZERAFR-_ZTTF+-A
=t+—HUEFETEEDEZRENR
EMEWREEAME 2 ZHE -

REZE-_ZERAFN_ZTTRF+_-A
Z+—HUEFE  WEERZERED
RBEHEEAREE RIERL - BEFS
YR BT IS R M 5526 o

HEME

IEGEeHFBERE=2(22Z
EF: =R)ARAEE - Ef2
FIBEM EXE - SRR (ZF
THE: —R)BEZMEFBN
T -

2006 2005
—EEXREF —EEREF
HK$'000 HK$'000
FBT FET
Salaries, allowances |IESE = 9N
and benefits-in kind EMEDF = 1,459 1,459
Performance related BIERRRES
incentive payments 917 820
Contributions to retirement 3RIKEFEHEI 2
benefit schemes HEK 36 36

2,412 2,315

X
@
T
O
—
9
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®
w
=
£
=
m
)
2
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i
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i
]
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006 HE_ZTTEXXF+_A=1+—HILFE

9. DIRECTORS' AND EMPLOYEES EMOLUMENTS 9. EERSHABEME @

(Continued)
(b) Employees’ emoluments (Continued) (b) BEME &)
E The emoluments fell within the following bands: B R LA R A BIA
Eé
flud 2006 2005
- —EEA —TTEf
K
¥
- Emolument bands B < 48 51l
= Nil - HK$1,000,000 21,000,000/ 7T 1 —
% HK$1,000,000 - 1,000,000/ 0%
2 HK$1,500,000 1,500,000/ 7T 1 2
5
9 10. INCOMETAX EXPENSE 10. BiBEHEX
m
= 2006 2005
—EEXRE —ETREF
[+ HK$'000 HK$'000
il F#T F#T
K
i ,
llﬁir Current tax: REFZHIE -
Hong Kong a5 1,837 1,173
©
S The PRC e 2,165 3,370
E Other jurisdictions H e A E " —
5
f 4,013 4,543
z
z
z (Over)/Underprovision (EB%8) /TR
Hong Kong BE (299) (283)
The PRC s — 12
(299) (271)
Deferred taxation (note 27) EIERIE (F13£27)
Current year REE (1,767) 897
1,947 5,169

BENBRDREE AL BRTOER
BRE175% (Z BT RF - 17.5%) &t

= o
>t

Hong Kong profits tax is calculated at 17.5% (2005:
17.5%) of the estimated assessable profit for the year.

HtAhE R EE 2 HIATVIZE HE A
EHBEETZHEREH -

Taxation arising in other jurisdictions is calculated at
the rates prevailing in the relevant jurisdictions.
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MEERENE

For the year ended 31 December 2006

10.

1.

INCOME TAX EXPENSE (Continued) 10.

HE_ZZXRET-_A=1T—HILFE

The tax charge for the year can be reconciled to the profit
before income tax per the income statement as follows:

FRHAX @

REFE PG X B s R A2 BRI AT

A ERFEBLT

2006 2005
—EEXRE —ETRF
HK$'000 HK$'000
FET FHET
Profit before income tax b BT 15 B4 Bl i 32,254 46,044
Tax at the domestic income BARMTSRBE17.5%
tax rate of 17.5% (ZZEZTRHF 1 17.5%)
(2005: 17.5%) EZHIE 5,644 8,058
Tax effect of expenses not R HUR B 2 2 B A%
deductible o 1.101 1,077
Tax effect of income not T BN 2 Tl 75
taxable 2 (328) (1,221)
Tax effect of profit not G T 0 | 2 TR 7 5 &
chargeable to tax (note) (Ktzz) (5617) (1,127)
Effect of different tax rates of ~ REM AR LS
subsidiaries operating in ZWBAE 2R
other jurisdictions MEga (1,009) (3,038)
Tax effect of temporary RIERE I Z2R
differences not recognised 2B (889) 2,272
Utilisation of deferred tax F BT R HER
assets previously not 2R TE
recognised BE (1,224) (51)
Overprovision in respect of BEFEBEE
prior year B (299) (271)
Others H A (532) (530)
Income tax expense for the year KFE Z SRS 1,947 5,169
Note: Btat -
The profits of certain subsidiaries are subject to Hong Kong HETHB AR MZEB/REBKREERNE
profits tax on a 50: 50 apportionment basis. i o
PROFIT ATTRIBUTABLETO EQUITY HOLDERS OF 11. XA RRERE/MLEF

THE COMPANY

Of the consolidated profit attributable to equity holders
of the Company of approximately HK$30,307,000
(2005: HK$40,875,000), a profit of approximately
HK$25,955,000 (2005: HK$31,108,000) has been dealt
with in the financial statements of the Company.

2N @) B B FE % 7 930,307,000 7T
—ZET R ¢ 40,875,000/ 7T) 0 EF
#)25,955,0008 L (ZEE R F :
31,108,000/ 7T) 2 i@ M E GT A A R &F

B
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MEERENE

For the year ended 31 December 2006 HE_ZTTEXXF+_A=1+—HILFE
12. DIVIDENDS 12. BRE
2006 2005
—EEXRE —EERF
HK$'000 HK$'000
FET FET
Interim dividend paid BIREF R ST
HK2 cents (2005: HK2 cents) 2B (ZZFZTRF : 2781l)
per ordinary share 6,619 6,686
Final dividend proposed BREIKERAKREETR
HK3 cents (2005: HK6 cents) B (ZEERF : 6781
per ordinary share 9,929 19,975
16,548 26,661

The final dividend of HK3 cents per ordinary share,
totalling HK$9,929,000 has been proposed by the
directors and are subject to approval by the
shareholders in general meeting.

The amounts of final dividend proposed are calculated
based on the number of shares in issue as at the date
of approval of these financial statements.

13. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per
share is based on the following data:

EXggakEZRBREERIEIE
$£9,929,0008 7T * HFEIFER1TZ R
BFERE LZBRRALE -

REFFEZ B B FIR IR B R
HEETERA ZBRNEBEFE

Kﬁﬁ*#&%

13. BROEF
BEARMEESRORMN T E TR

2006 2005
—EERE —ETRF
HK$’000 HK$'000
FET FET
Earnings for the purpose of basic J«/(u #EZIK&T%E 1%
and diluted earnings per share  &FMBUHF 2 % F 30,307 40,875

Number of shares

R ER
‘000 ‘000
FrR FAR
Weighted average number of HUGFEERGREF
ordinary shares for the purpose 2 & i I ANt S 15 &1
of basic earnings per share 331,762 360,548
Effect of dilutive potential shares *ﬁ?ﬁ BN AR
in respect of share options BEBESE - 173
Weighted average number of HUGEEHEREGR
ordinary shares for the st Al 2 i AR N
purpose of diluted earnings 198k
per share 331,762 360,721

Diluted earnings per share for the year ended 31 December
2006 was not presented because the impact of the exercise
of share options was anti-dilutive.

BRITERRE B RTEE - UL
WEREINREE T F+_A=+
—BIEFEZGRES 2 RF -
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For the year ended 31 December 2006 HE_ZTTEXXF+_A=1+—HILFE

14. PROPERTY, PLANT AND EQUIPMENT — GROUP 14. #1¥ - RERZE — *5H

Leasehold
improvements,
furniture,
Factory under Plant and Moulds fixtures Motor o
Buildings  construction machinery and tools  ande quipment vehicles Total 5
NS S
gy EEEE  REREE  BRRIE  RERER it 3t é
HKS'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HKs'000 -
e e e i T St T %
W)
At 1 January 2005 HW-EE15-A-H A
Cost RN 129619 3719 129,464 139,116 56,922 6,641 465,481 W
Accumulated depreciation Eithe (37,355 - (108,292 (125,056) (#2429 (5,69%6) (318,824
=
Net book amount BEE 92,264 379 211M 14,060 14,497 %5 146,657 E

Vear ended 31 December 2006 R-EERFT-A=1-H

>

LFR z

Opening net book amount L 92,264 3719 117 14,060 14,497 945 146,657 S

Additions il - 11502 2437 15,104 1745 579 61,367 -

m

Disposls i - - - - ) - 3 =

Depreciation i 5028) - {7,700] (12,783 (5,734) (357) (31,80) 3

N

o

o

Closing net book amount SFEATA 87,036 15,01 15,909 16,381 10505 %7 176,219 &

I

\ - e

At 31 December 2005 WEERETCACT-H 'l\)%lll

Cost EHAE 129,619 45,221 131,901 154,220 58510 7000 526,691 s

Accumulated depreciation ZiffTE (42,383 - (115,09 (137,839) (48,005| (6,253 (350,472) ;3‘;,
Net book amount EEFE §7.03 15,201 15,909 16,381 10,505 %7 176,219

At 31 December 2006 WoEERFTf=1-A
Opening net book amount SERSE 87,036 15,01 15,909 16,381 10505 %7 176,219
Exchange differences EXZE 6,018 118 2,051 979 139 - 10,561
Additions hE 9,026 2,007 1,169 12042 4,8% 200 29,649
Transfers gz 27705 (43,992) 8,99 1 70m - -
Disposal ik - - (113) (2 (286) (61) (462)
Deprecation i (7300 - (4,469 (7,658 (6,215 (3%6) (26,040)
Closing net book amount SFEATA 12,683 3404 B3 21,956 175N 70 189927
Vear ended 31 December 2006 R -EE Et-F=1-8
LR

Cost EREE 173,919 3444 146,217 168,137 70,456 6,616 570,769
Accumulated depreciation ZiffTE (51,236) - (122,6M) (146,181) (54,8%5) (5,886] (330,862

Net book amount EAGE 122,683 3444 23,543 21,95 17571 730 189927
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MEERENE

For the year ended 31 December 2006 HE_ZTTEXXF+_A=1+—HILFE
14. PROPERTY, PLANT AND EQUIPMENT — 14. ¥ - BERERE — x50 @)
GROUP (continued)
An analysis of the carrying value of the Group's AEEWMEZEIMFEI>WTOT
properties is set out below:
&
= 2006 2005
. —BBAE ki
m HK$'000 HK$'000
) FET FET
@ Buildings situated on leasehold 1Z& B it A~
s interest in land in Hong Kong HAOETF
> — Under medium-term lease ~ — FRHEAFEL] 10,032 10,682
0 Buildings situated on leasehold &/ B+ i H A4~
5 interest in land in PRC MuEs
o) — Under medium-term lease — FREAFE A 112,651 76,554
m
= 122,683 87,236
= Factory under construction on BB A AE 2
ﬁ leasehold interest in land EERE
K — Under medium-term lease — FREAFEAY
g: in the PRC 3,444 45,221
I
© 126,127 132,457
S
% 15. PREPAID LEASE PAYMENTS FOR LAND — 15. Eft#iHE — xX&E
o GROUP
o
<;t The Group's prepaid lease payments for land comprise AEBBEN T HASBEARREBEL Z
z land use rights in the PRC and leasehold land situated FELMEREREEROLBIT
< in Hong Kong which are held under medium-term
leases as follows:
2006 2005
—EEXRE —EFERF
HK$'000 HK$'000
FET FET
Leasehold land AL
In the PRC H 29,102 28,331
In Hong Kong BE 15,036 15,372
44,138 43,703
Analysed for reporting fEmERE 2
purposes as: DA
Non-current SERE 43,145 42,723
Current mE 993 980

44,138 43,703
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16. INVESTMENT PROPERTIES — GROUP 16. REWHE — XKH

2006 2005

—EERE —ETRF
HK$'000 HK$'000 @
FERT FEoT é
=
Fair value A¥E é
At beginning of the year REH 10,900 7,500 =
(Decrease)/increase in fair value A& &) /10 =
recognised in the RiralzmRS =
consolidated income R 5';
statement (600) 3,400 i
at
At end of the year RE R 10,300 10,900 “
o

The fair value of the Group's investment properties at

REEREMENR _TTERF+-_A=

31 December 2006, have been arrived at on the basis +—HAZAFE B EEAEEIE 2
of a valuation carried out on that date by RHL B 7 B M E S ERTT - kFITEHE )%
Appraisal Ltd., independent qualified professional BERARAR  NEBETHEBRME .
valuers not connected with the Group with appropriate HUME L GEERRBEBLERANIT 5
qualifications and recent experiences in valuation of ZIHBEELEETFE o BRHERS HKF %
similar properties in the relevant locations. The THEEMERARAGBEMAEZKE 3
valuation report was issued by RHL Appraisal Ltd., JEEREREL - BF@EAEEABIE S
represented by its director who is a member of the MAGZHEZE-—BRITHBEUDEZ leili
Institute of Valuers. The valuation conformed to HK MR REFESL - SFHEEZRE o
Institute of Surveyors Valuation Standards on 600,000 L (ZEZERHF : & _>qu
Properties, was arrived at by reference to market 3,400,000) EBAGZE W ERA © g

evidence of transaction prices for similar properties,
and gave rise to a decrease of HK$600,000 (2005:
increase of HK$3,400,000) which has been accounted
for in the income statement.

All of the Group's leasehold interest in land held under
operating leases to earn rentals or for capital
appreciation purposes are measured using the fair
value model and are classified and accounted for as
investment properties.

All of the Group’s investment properties are rented out
under operating leases.

REBEERQ - REARAEEZ LA
- AERDRESBARUNEERER
BH - HRAFEARIAREMED
/j_i\ o

IBAREZRENECREEMEOE
H o
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17. HELD-TO-MATURITY INVESTMENTS — GROUP 17. BEZEHAZRE — x&H

2006 2005
—EEAF —TERF
5 HK$'000 HK$'000
B FET FEL
E
- Unlisted bonds 3 B S 52,170 63,139
& Less: Included in current assets & : 5T ATRENE E (8,648) (10,089)
g
S 43,5622 53,050
2
= The unlisted bonds carry fixed interest rates maturing FLETEFWHEREFNERRTIEAT
§ within 7 years. The effective interest rates on the H-EFENEERENEBR2.76%F
= bonds range from 2.76% to 6.17%. The fair value of 6.17% - RESHEBLRE R_-F
= the unlisted bonds at 31 December 2006 amounted to ERtTZA=+—H ZEFELTES
HK$51,497,000 (2005: HK$62,000,000) determined by B~ F{ER51,497,0008 7T (ZEZH
*‘E reference to prices quoted by financial institutions. £ 1 62,000,000 7T) ©
H_
[I; 18. INVESTMENTS IN SUBSIDIARIES 18. RMIBARZIRE
it
8 Company
= AN
& 2006 2005
i —EEBXRE —ZTTRF
5 HK$'000 HK$'000
> Fi#z FIHT
Z
Unlisted shares, at cost JELETRR - BRAE 107,146 107,146
The amounts due from subsidiaries are unsecured, FER B ARFIBAEEMR - 25 AE

interest free and repayable on demand. EEEFHR o
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18. RIBRARIZ2®RE @)
(a) R-ZEEXE+_A=+—HIE

18. INVESTMENTS IN SUBSIDIARIES (Continued)

(a) Details of the principal subsidiaries at 31

December 2006 are as follows: MEARFEET :
Place of 22
incorporation/ Particulars of Percentage of T
establishment/ issued share/ equity attributable =
Name operations registered capital to the Company Principal activities g
HEL/ BRITRE/ FAREMGRER )
&8 B EMEAGFE ERil:A TEEH =
5
Held directly BEEEE S
RBI International Investment Limited (i) British Virgin Islands  Ordinary US$30,000 100% Investment holding

and trading of securities

ECHEBEEET

RBI International Investment Limited () ~ RERZEE L4EM730,000% T RABRRESEE
Held indirectly HERA
Dongguan Tai Fat Toy Factory Ltd. The PRC Registered HK$36,800,000 100% Manufacture and
(a foreign wholly-owned enterprise) sale of toys >
REAEMABBRAA # £ 736,800,000 7T RERHETEA =
(RENERELE) S
Dongguan Tungfat Toy Factory Co. Ltd. ~ The PRC Registered HK$55,670,000 100% Manufacture and E
(a foreign wholly-owned enterprise) sale of toys S
%%%%ﬁﬂ@ﬁ[‘ﬁﬂﬁ # & 755,670,000/ 7T RERHETEA —
(RENERERE) S
o
Motormax Industries (Heyuan) Ltd The PRC Registered HK$30,000,000 100% Manufacture and 0
(a foreign wholly-owned enterprise) sale of toys A
$UEE (TR SROT # £ 430,000,000 7% HEREETE o
(RENERERE) ﬁ
Motormax Toy Factory Limited Hong Kong Ordinary HK$100,000 100% Trading of toys e
FETARERAA 0 3EMR100,000% 7T EEMA
RBI Industries (Shenzhen) Co. Ltd The PRC Registered HK$46,000,000 100% Manufacture and
(a foreign wholly-owned enterprise) sale of toys
THEE (B ERAT # 4 4046,000,000% 7 HEREETE
(RENERERE)
RBI Toys Inc. United States Common Stock US$10,000 100% Trading of toys
of America
RBI Toys Inc. %M EiEMR10,000%7T BENA
Red Box Toy Factory Limited Hong Kong Ordinary HK$1,000 100% Design, trading and
Non-voting deferred (i) marketing of toys
HK$12,000,000 and investment holding
AemEmARA A B0 L& 1,000% T Ret BEELENA
EREEELR (i) REEHER
12,000,000/ 1T
Tai Fat Toy Factory (China) Hong Kong Ordinary HK$2,900,000 100% Manufacture and
Limited (i) Non-voting deferred {iii) sale of toys
HK$5,100,000
RETAR (PE) BRAA (i) B £4E0%2,900,0007% T RERHETEA
ERZEELTR (i)

5,100,0007% 7.
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18.

19.

20.

HE_ZZXRET-_A=1T—HILFE

INVESTMENTS IN SUBSIDIARIES (Continued) 18. RMBARIZRE @

(i) Operating principally in Hong Kong. (i) EERBBLE -

(i) Operating principally in the PRC. (i) FERPRHLE -

(i) The non-voting deferred shares, which are held by RBI (i) ZEEBKEERELERDHRBI
International Investment Limited, practically carry no International Investment Limited#¥
rights to dividends or to receive notice of or to attend B BAELERMEE FIWEERKEE
or vote at any general meetings of the respective FAARIZIRE  EREKEBARZ
companies or to participate in any distribution on FRRRAG 2 BEREEEBEASHK
winding up. RELIRE - MAERARIEER - IERE

ZEAMFDIK

The above table lists the subsidiaries of the Company FERE LMREAIDEEZER

which, in the opinion of the directors, principally FEZERIBERAEBETEEETE

affected the results for the year or formed a ZARRNRMBAR - I EMHTE AR
substantial portion of the net assets of the Group. To ZERBLHRERBE

give details of other subsidiaries would, in the opinion

of the directors, result in particulars of excessive

length.

HELD FORTRADING INVESTMENTS — GROUP 19. BEZXREKRE — &X&£H

2006 2005
—EERE —EERF
HK$'000 HK$'000
FET FEIT
Equity securities listed in REE LM ZRAFEH
Hong Kong, at market value ZHE 236 161

The fair value of the Group's held for trading NEEH  ARERBAEZRZEEHNAD

investments at the balance sheet date was determined FEANEAFAMISEREE °

at their open market value.

INVESTMENT IN CERTIFICATES OF DEPOSITS — 20. BZEHEBE — &x&H

GROUP

The deposits represent US dollar deposits placed with
banks with an aggregate principal amount of
USD4,000,000 (2005: USD4,000,000) which carry
interests chargeable at certain pre-determined rates
less London Interbank Offered Rate. The bank deposits
will mature from 2009 to 2013 or earlier, when the
interest income accrued on the deposits reaches
certain specified amount. Such deposits were
designated as financial assets at fair value through
profit or loss previously and had been reclassified as
available-for-sale investments this year.

The directors consider the carrying amount of these
bank deposits approximates their fair value, based on
the amounts quoted by financial institutions.

FERRERGERBITZETLER A1
K44,000,000E T (ZEZFRF ¢
4,000,000%7T) » AW HEFE + LA
ERREZNERRERBBETRERE
PR - RITFERENR _TETENE_T—
“FHAINE  WANEEEE BT
R AR HH - ZERRURIFES
BAFEFABERZEMEE  AF
EHNOEEHRESZIRE -

RESHBBEZRE  BEFIA/ZRT
FRZEEEEQFERS -
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21. BANK BALANCES AND CASH 21. RITEERRS
Cash and cash equivalents include the following ReRREEBYEILE
components:
2006 2005 -
—EEXRE —ETREF ==
HK$'000 HK$'000 e
FET FHET =
w
Cash at banks and in hand SRIT N FHERE 8,889 20,406 %
Short-term bank deposits RHERITIE R 8,883 14,400 o
=
17,772 34,806 »
a
Included in cash and cash equivalents of the Group is AEFR LIRS EEYMEIE2,877,000 “
HK$2,877,000 (2005: HK$8,249,000) of cash and bank BT (ZEZREF 8,249,000 7T) SAA a
balances denominated in Renminbi (“RMB") placed RE& (TAREL) 5EF B B A H R
with banks in the PRC and cash in hand. RMB is not THRE RIRITHETF  UWEFERE - >
a freely convertible currency. ARBATAERALBRZEE - %
>
At 31 December 2006, the effective interest rate of R-ZEEXFE+-_A=+—H - ZHIE =
short-term bank deposits is 4.75%. They have maturity TEHNERATE% - BEZBEELBRE §
dates from 7 days to 10 days and are eligible for THZEEA - WAIRAKEGFREARET "
immediate cancellation without receiving any interest AT B BRI o S
for the last deposit period. ¥
Y
22. INVENTORIES — GROUP 22. #E — F&H 4
_Fq
2006 2005 2
—EEXRE —EERF
HK$’000 HK$'000
FHET FAET
Raw materials R 45,814 37,272
Work in progress &M 62,308 57,801
Finished goods R G 57,432 44,908

165,554 139,981
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23. TRADE AND OTHER RECEIVABLES — GROUP 23. ESRHEHMERIR — FEH

The Group allows a credit period of 30 to 90 days to rEB-—RETEFP=TRENLTXE
its trade customers. BH o
E The aging analysis of the Group's trade receivables is AEEZESRWFIBEZRETAT
= as follows:
i
" 2006 2005
o —EEXRE —TERF
- HK$'000 HK$'000
£ FET FAET
=
> 0 — 30 days 0% 30K 14,944 12,526
g 31 — 60 days 31%60K 11,708 10,130
= 61 — 90 days 612 90X 19,306 14,004
2 Over 90 days 90K LA F 9,322 8,357
m
oc
Trade receivables =) e e 55,280 45,017
Other receivables H fth FE UK IE 904 4,136
&
Hi_
o 56,184 49,153
K
i
'lﬁ(r The directors consider the carrying amount of trade ESRAESREMBERFIEZREE
© and other receivables approximates their fair value. HEAFEES
o
o
o~
= 24. BILLS RECEIVABLES — GROUP 24, BEWERE — &A&£H
o
% An aging analysis of bills receivables outstanding at REE R R ARWE 2 B EEIRER DT
= the balance sheet date is as follows: LIl
z
=z
< 2006 2005
—EEXRE —EETREF
HK$'000 HK$'000
FET FAET
0 — 30 days 0ZE 30K 3,096 5,592
31 — 60 days 31E60X 1,334 1,642
61 — 90 days 61£290K 2,321 2,464
Over 90 days 91T KA E 5,016 1,683
1,767 11,281
The directors consider the carrying amount of the bills EERAEREB EEEREEATE

receivables approximates their fair value. BE -
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25. TRADE AND OTHER PAYABLES — GROUP 25. ESRHEHMEMSRE — KAEHE
The aging analysis of the Group's trade payables is set AEBZBHENFBEZRED>TAT

out as follows:

2006 2005 o

—EEXREF —ZTERF =

HK$'000 HK$'000 5

FET & 5

=

0 — 30 days 0£E30K 18,710 12,380 =
31 — 60 days 31E60K 7,699 7,192 =
61 — 90 days 61290k 2,263 1,664 5
Over 90 days 91 RN E 283 368
a

Trade payables RN FRIE 28,955 21,604 i
Other payables H A 5RIE 1,418 12,651 ull
40,373 34,255 2

S

The directors consider the carrying amount of trade EERBESREMENFKIBZRAE -
and other payables approximates their fair value. BENFEMAE - ;‘n;
=

S

o

BEhVEE
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26. SHARE CAPITAL 26. B
Number of shares Nominal value
RAEE EE
2006 2005 2006 2005
- “BEAE  -TTNF —EEAE _TTEA
& ‘000 ‘000 HK$'000 HK$'000
- F F FBT FHET
" Authorised: ETE
| Ordinary shares of BREECNETZ
o HK$0.1 each T 800,000 800,000 80,000 80,000
L
=
= Issued and fully paid: BEERITRAR :
» At beginning of the year F1 333,966 371,712 33,397 37,171
g Repurchased and cancelled 8 &2 71 84 (3,010) (37,746) (301) (3,774)
[a)
—
2 At end of the year FI8 330,956 333,966 33,096 33,397
2
Repurchase of own shares B& [ &% 17
= During the year, the Company repurchased 3,010,000 E’\\\Kifﬁq KX RVE(ES,439,00075 T
ﬁ (2005: 37,746,000) ordinary shares over the Stock (ZZEZ R F : 58,836,000/8 1) B X
K Exchange at a cost of HK$3,439,000 (2005: ﬁﬁﬂ%@&owo,ooo&(_ffﬂﬁ
g: HK$58,836,000), which was dealt with by charging 37,746,0008%) Eilk - BIBZE 2K
Il HK$301,000 (2005: HK$3,774,000) to share capital, PR AR FIFR301,0008 T (ZZEZFH
© HK$2,803,000 (2005: HK$35,145,000) to share F 13,774,000 70) - R EEF 0
§ premium, HK$636,000 (2005: HK$23,691,000) to 2,803,000 L (Z2EERHF :
- retained earnings and crediting HK$301,000 (2005: 35,145,000 L) * RN Fm A Hkk
o HK$3,774,000) to capital redemption reserve. 636,000 7L (ZZZ A4 : 23,691,000
w BIL) AR R EKNED FEF A
2 301,000 T (ZZEZ R4 : 3,774,000/%8
=) TE)
=z
Z
Particulars of the shares repurchased are as follows: EHEEFEOT -
Number of
ordinary Total
shares of consideration
HK$0.10 each Highest Lowest paid
SR0.10ETZ
LERRMEE 55 BE EXNEARE
‘000 HK$ HK$ HK$'000
* BT BT FET
Month of 2006 “ERREAR
Feb —A 1,042 1.21 1.20 1,254
May A 1,968 1.14 1.05 2,185
3,010 3,439
The repurchases on the Stock Exchange were effected ZER QFﬁ%@TJ%?A@FJ&%&
by the directors pursuant to the mandate from EMAT  BENARSARARAIERA
shareholders, with a view to benefiting shareholders as F o R EFRESE -
a whole by the enhancement of the earnings per
share of the Company.
Other than above, none of the Company's subsidiaries BrUA EFTaE - ARG E R R BER K
purchased, sold or redeemed any of the Company’s BARERE  HEXERAQRME

listed securities during the year. A EmES o
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26. SHARE CAPITAL (Continued) 26. B @)
Share option scheme B RS E
The Company's share option scheme (the Scheme) ARAR—NANAEFT+_A=Z+—BE
was adopted on 21 December 1995 for the primary MRS ([FTE1)) - T Z2BMAMR =
purpose of providing incentives to directors and eligible FEENAERREBREER  FEER 2
employees, and had been expired on 20 December “EERFEFT AT HER - RIER g
2005. Under the Scheme, options had been granted to g ApREEEnRAERES (B z
eligible employees, including directors of the Company AR REMBARZER) R THERK @
and its subsidiaries, to subscribe for shares in the HE o Z
Company. @
The following table discloses details of the Company’s TEREEARARREREALRERERSS o
share options and movements in such holdings: BEREB) 2
»
Number of shares under options granted >
AFRRESR2RAHE -
Movements
Subscription Outstanding at ~ during the year ~ Outstanding at =
Granted to  Date of grant Exercisable period price per share 1 January 2006 exercised 31 December 2006 )%
R=28NE R=BENE -
-f-8 tZA=t-H o
Rr¥ R¥ES TS SRABE WRATHE EREBTE WARTE %
HK$ S
AT &
l,l
Directors 2 January 2002 1 January 2004 to31 December 2013 11 600,000 — 600,000 ﬂ
g% “§E-F-f-B -FENE-F-BE i'i
ZE-=ETZA=T-H g
Number of shares under options granted
RIERES R ROEE
Movements
Subscription Qutstanding at ~ during the year ~ Outstanding at
Granted to  Date of grant Exercisable period price per share 1 January 2005 exercised 31 December 2005
R-281% R-2B1E
-F-H tZA=t-8
R’ RFAH TS SRABE WA EREDTE WA
HKS
AT
Directors 2 January 2002 1 January 2004 to31 December 2013 11 600,000 — 600,000
EZ “EF-E-f- -ZEME-F-RE
“E-=FfZf=1-H
No options were granted, cancelled, lapsed or forfeited HE_ZZRFRZZEERFTA=
during the year ended 31 December 2006 and 2005. +T—BLEFE - TEEREERT W

W RSB -
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27. DEFERREDTAX ASSETS/(LIABILITIES)

The followings are the major deferred tax assets and

27. EEBHEE (BF)
UTRASERBZIBZECHEEE

liabilities recognised by the Group and movements
thereon during the current and prior years:

REERRBTRBEFRE S

T Unrealised

« )

= profit on

T Accelerated intra-group Other

tax  transfer of  temporary

# depreciation assets  differences Total

& £ER

o mE EEg%z Hitr

= RERE REREH BiREH @it

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

@ TEx TEx TET TET

pzd

5 At 1 January 2005 RZZZLF-A—H (2,899) 3,452 660 1,213

o . . N

= Credit/(charge) to income RRE R

2 statement A/ (IR) 8 (1302 397 (897)
At 31 December 2005 RZZTRET-A=+-H 2,891) 2,150 1,067 316

o Credit/(charge) to income NV EE G

il statement A/ (08) 151 870 746 1,767

;&; Exchange difference =R (347) 48 26 (273)

ol

I?(T At 31 December 2006 RZEERE+ZA=1—H (3,087) 3,068 1,829 1,810

©

S 2006 2005

e —EEXRE —EFERF

O HK$000 HK$'000

= FET FET

<

2 Deferred tax assets BEETIBEE E 4,596 4,501

z Deferred tax liabilities RIEFIBEE (2,786) (4,185)

1,810 316

At 31 December 2006, the Group had unused tax
losses of HK$31,984,000 (2005: HK$38,060,000)
available for offset against future profits. Deferred tax
assets have been recognised in respect of
HK$6,370,000 (2005: HK$3,293,000) of such losses.
No deferred tax asset has been recognised in respect
of the remaining HK$25,614,000 (2005: HK$34,767,000)
due to the unpredictability of future profit streams.
Included in unrecognised tax losses are losses of
HK$24,160,000 (2005: HK$23,118,000) that will expire
from 2007 to 2026. Other unused tax losses may be
carried forward indefinitely.

RIBERE+-_A=+—H K&£E
FERHBEEANKHE AR A
31,984,000 c (&2 E R F :
38,060,000/ 7T) ° LB iSE B 2 B #
RZIELEFTEE E 56,370,000 7T (=
TZ R ¢ 3,293,000/87L) ° T H
25,614,000 L (ZZE T A F
34,767,000/ 7T) + AR EEMEE AR K
wmA B ML WIR B ERAIELER
HEE -EFBETERERZRBES
24,160,000 L (2 E R F :
23,118,000/ 7L) R —_ZEZ+FE T
ZREEW o Bt R{EARIBEEIENE
FRERAEE o
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28.

RETIREMENT BENEFIT PLANS

The Group participates in both a defined contribution
scheme which is registered under the Occupational
Retirement Scheme Ordinance (the “ORSO Scheme”)
and a Mandatory Provident Fund Scheme (the "MPF
Scheme”) established under the Mandatory Provident
Fund Ordinance. The assets of the schemes are held
separately from those of the Group, in funds under the
control of trustees.

The ORSO Scheme is funded by monthly contributions
from both the employees and the Group, calculated at
5% of the employee’s basic salary.

For members of the MPF Scheme, the Group
contributes 5% of relevant payroll costs to the MPF
Scheme, which contribution is matched by the
employees.

According to the relevant laws and regulations in the
PRC, the subsidiaries in the PRC are required to
contribute a certain percentage of the salaries and
wages of their employees to the retirement benefit
schemes to fund the retirement benefits of their
employees.

Where there are employees who left the ORSO
Scheme prior to vesting fully in the contributions, the
contributions payable by the Group are reduced by the
amount of forfeited contributions. No forfeited
contributions were utilised in this manner during the
year. At 31 December 2006, there were no forfeited
employer’s contributions available to reduce the
contributions payable in future years (2005: Nil).

HE_ZZXRET-_A=1T—HILFE

28.

RIRTE R G E

REE 2B AR ER ARG BRG] (T8
FRINGTE]) B 2 E B REBIA K
RIFRHERESE EUEPIKL 258
MREEAE ([RESE]) - &Fat
ECBEERAKRENEESHATA I+
MR ERAESNZEER -

BEENEREERASEERRESR
HAF® 2b% LS A HRMER -

BB EKEMS  AEEZER
AR 2 6% MR TE S At BIE L HR
HREEREEMER -

REFEZEBER - TEMEBAREA
BEFe L TENETADLAIERIKE
FEF BN - AR R BAERIREH -

fil 5 B B MR 2 BN KR EAA AT
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29. RESERVES 29. f#fE
Company RAFE]
Share Capital
premium redemption Contributed Retained
account reserves surplus profits Total
wEE WEORE BHE%  gEN EHY
(Note)
(Ht)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FAT FAEIL FATL
At 1 January 2005 R-ZESHRF—-A—H 133,902 2,128 100,635 66,166 302,831
Profit for the year FERA
— — — 31,108 31,108
2004 final dividend paid BRE_ZTMFRARE — — — (26,020) (26,020)
Repurchase of own shares BRI (35,145) 3,774 — (23,691) (55,062)
2005 interim dividend paid BRE-_SERFHERE — — — (6,686) (6,686)
At 31 December 2005 RZZTRET-A=1—H 98,757 5,902 00,635 40,877 246,171
Profit for the year FER A
— — — 25,955 25,955
2005 final dividend paid BEEE-_STRERAKRE — — — (19,975) (19,975)
Repurchase of own shares  BEEIf&{D (2,803) 301 — (636) (3,138)
2006 interim dividend paid ~~ BIRZE_TENEARERS — — — (6,619) (6,619)
At 31 December 2006 RZEE E+ZA=1T—H 95,954 6,203 100,635 39,602 242,394
Note: The contributed surplus of the Company Mzt - BEEBESIEWKERBAT &

represents the excess of the carrying value of
the subsidiaries acquired over the nominal
value of the Company’'s shares issue.

30. OPERATING LEASES

BEBERARRDETRN ZEE

B8 -

30. REHEY

GROUP ZEN
The Group as lessee
2006 2005
—EEXRE —ETREF
HK$'00_0 HK$'000
FET FEL
Lease payments paid under AKEFRELI R
operating leases in respect of  EFLLEHL
land and buildings during BffzHEE
the year 2,469 2,296
At the balance sheet date, the Group had commitments KEE[E BATEA

for future minimum lease payments under non-
cancellable operating leases in respect of land and
buildings which fall due as follows:

REER  AEBERESN TIIMRE
mZ L REF A BEHEERN 2 B

BREESAENT

2006 2005

—EERE —ETREF

HK$°000 HK$"OOQ

FET FET

Within one year —F R 2,589 2,604
In the second to fifth year F_ERF

inclusive (BIEEREME) 2,778 5,395

5,367 7,999
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30. OPERATING LEASES (Continued) 30.

31.

GROUP (Continued)
The Group as lessee (Continued)

Operating lease payments represent rentals payable by
the Group for overseas offices and warehouses.
Leases are negotiated for an average term of two to
three years and rentals are fixed during such period.

The Group as lessor

Property rental income earned during the year was
HK$429,000 (2005: HK$391,000). The properties held
have committed tenants for 1 year.

At the balance sheet date, the Group had contracted
with tenants for the following future minimum lease
payments:

HE_ZZXRET-_A=1T—HILFE
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FEE ()
LB RBAENA (#)

REHOHESEARERNSINRAE
EREMNZESE - HOHYRFHHEA®R
E-FER - MR DAREZESHE
EE °

AEE A EA

FRBEZ MER S YA B429,00058 7T
(ZZZ A4 : 391,000/87T) © LA
WERBATARE  mMABSAE—F -

REER > AREEEBEFIZAH - &
RERERSMT :

COMPANY AT
2006 2005

HK$000 HK$°000

FET FET

Within one year — &R . »

The Company did not have any significant lease
commitments at 31 December 2006 (2005: Nil).

RZBEZERF+_A=+—H &RQF
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CAPITAL COMMITMENTS 31. BEAREIE
GROUP KEE
2006 2005
—EEXRE —ZEERF
HK$'000 HK$'000
FHET FET
Capital expenditure in respect DENBERIREY
of the acquisition of EBEWME  HE
property, plant and equipment K& EE KM
contracted but not provided for F X 5,730 12,808

The Company did not have any significant capital
commitments at 31 December 2006 (2005: Nil).
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NOTES TO THE FINANCIAL STATEMENTS
MEERENE

For the year ended 31 December 2006

32.

33.

34.

35.

CONTINGENT LIABILITIES

For the year ended 31 December 2006, the Group and
the Company had no significant contingent liabilities.

FINANCIAL GUARANTEE CONTRACTS

The Company has executed guarantees amounting to
approximating HK$38 million (2005: HK$38 million)
with respect to general banking facilities granted to
certain subsidiaries of the Company. Under the
guarantees, the Company would be liable to pay the
bank if the bank is unable to recover the loan. At the
balance sheet date, no provision for the Company’s
obligation under the guarantee contract has been
made as the directors considered that it was not
probable that the repayment of the loan would be in
default.

MATERIAL RELATED PARTY TRANSACTIONS

The emoluments of key management are presented in
note 9.

RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s major financial instruments include held to
maturity investments, investment in certificates of
deposits, trade and other receivables, bills receivables,
bank balances and cash and trade and other payables.
The risks associated with these financial instruments
and the policies on how to mitigate these risks are set
out below. Management manages and monitors these
exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Credit risk

The Group's credit risk is primarily attributable to its
trade receivables. The amounts presented in the
balance sheet are net of allowances for doubtful
recovery of receivables estimated by management
based on the age of the debts, their knowledge of
customers’ credit-worthiness, management’s prior
experience and their assessment of the current
economic environment. Management reviews the
recoverable amounts of significant trade receivables
regularly to ensure adequate allowances for doubtful
recovery are recognised if considered appropriate.

The Group’'s concentration of credit risk by
geographical locations is mainly in North America and
Europe, with exposure spread over a number of
counterparties and customers.

The credit risk on the Group’'s liquid funds, unlisted
bonds and investment in certificates of deposits is
limited because the majority of the counterparties are
banks or corporations with high credit ratings.
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35. RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Market risk
(i)  Foreign exchange risk

The Group holds certain financial assets and
financial liabilities which are denominated in
Renminbi. The Group is therefore exposed to
foreign currency risk. The management monitors
foreign exchange exposures and will consider
hedging significant foreign currency exposures
when the need arises.

(i) Interest rate risk

The Group is exposed to interest rate risk
through the impact of rate changes on interest
bearing financial assets. Interest-bearing financial
assets are mainly held-to-maturity investments
and investment in certificates of deposits which
are long term in nature. As the held-to-maturity
investments and investment in certificates of
deposits are respectively arranged at fixed rates
and on a predetermined basis which are variable
rates over the period, thus exposing the Group to
both fair value interest rate risk and cash flow
interest rate risk. The management monitors
interest rate risk exposure and will consider
hedging significant interest rate exposure should
the need arises.

(ii)  Price risk

The Group’s held for trading investments are
measured at fair value at each balance sheet
date. Therefore, the Group is exposed to equity
price risk. The management manages this
exposure by maintaining a portfolio of
investments with different risk profiles.

36. NON-ADJUSTING POST BALANCE SHEET EVENT

Pursuant to the PRC enterprise income tax law passed
by the Tenth National People’s Congress on 16 March
2007, the new enterprise income tax rates for
domestic and foreign enterprises are unified at 25%
and will be effective from 1 January 2008. The impact
of this change in enterprise income tax rates on the
Group's consolidated financial statements will depend
on detailed implementation pronouncements that will
be issued. The Group is currently assessing the impact
on the Group’s results of operations and financial
position of this change in enterprise income tax rates.

HE_ZZXRET-_A=1T—HILFE

BEREEEEREKE @

™5 E
() SMEBRERER

AEBFEETUARBIEZ 2
REENSRAE - At - AEH
EZINERR - ERESERAR
ZHNERR - & E BB
HEAIMNERKR

(i) FIFE R
AEBEZMESREE - WA B

gewmRMEER - HEEREE
IZARHAMENREEIHAZ
BREREFGIRE - ARNBEEE
HAZKERGFFARED B SE
E N S AR E MR R FE B RIS, -
HAEEGEA R FENERAR K
REenENERAR BEESER
BRZNXAR YEEERNHE
R ¥ BAF R @R

(iii) B /E

AEBZRBZRXHRENEHE
RIRAFEFE - Bt A%E®@
IREDERER - BEEEBER
TR 2 R EHE AEE L
[\

36. FFRGEEHRER

BREFTEZEARRKRAGR -_ZF
TFE=ZATANBRBBRBOPEIEAR
BHE - REREMINERELEND
EMEMER—R/25%  YH-ZTZN
F—RA—BRERFARER - DEMEHE
MREHAEEGRAWBRRNTES
BRELBMANERAR o N5 ERME
BEREEMEHENESHHAEEL
LERENMVBIONOZEETRES -

=y
=
T
o
—
9
z
()
[%2)
=
<
5
m
o
2
S
i
at
wa
o
ol

900¢ 1HOd3d TVNNNV

BEhVEE



