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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

GENERAL INFORMATION

GFT Holdings Limited (the “Company”) is a limited liability
company incorporated in Bermuda and its shares are listed
on the Stock Exchange. The address of the Company's
registered office and principal place of business are disclosed
in the Corporate Information section of the annual report.

The principal activities of the Company and its subsidiaries
(the "Group”) are trading and manufacturing of toys, gifts
and premiums. The Group was also engaged in the
manufacturing and trading of consumer products, which
were discontinued in the current year (Note 11).

SIGNIFICANT ACCOUNTING POLICIES
(@) Statement of compliance

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRS"), which collective term includes
all applicable individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards
("HKAS") and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"),
accounting principles generally accepted in Hong Kong
and the disclosure requirements of the Hong Kong
Companies Ordinance. These financial statements also
comply with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on the Stock
Exchange.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2006 EZ_—ZFZ

2.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

GFT Holdings Limited
Annual Report 2006

Statement of compliance (Continued)

These financial statements have been prepared on a
basis consistent with the accounting policies adopted
in the 2005 financial statements except for the
adoption of the amendment of HKAS 39 and HKFRS 4
as explained in note 3 to the financial statements. A
summary of the significant accounting policies adopted
by the Group is set out below.

Basis of preparation of the financial statements

The measurement basis used in the preparation of
these financial statements is historical cost, except for
(1) certain financial instruments, which are measured
at fair value as explained in note 2(i) to the financial
statements; and (2) non-current assets held for sale,
which are stated at lower of carrying amount and fair
value less costs to sell as explained in note 2(v) to the
financial statements.

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and all of its
subsidiaries made up to 31 December. The results of
subsidiaries acquired or disposed of during the year
are included in the consolidated income statement
from the effective date of acquisition or up to the
effective date of disposal as appropriate.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

2.

SIGNIFICANT ACCOUNTING POLICIES 2.

(Continued)

(c)

Basis of consolidation (Continued)

All intra-group transactions and balances, income and
expenses are eliminated on consolidation. Unrealised
losses resulting from intra-group transactions are
eliminated in the same way as unrealised profits but
only to the extent that there is no evidence of
impairment.

Minority interests represent the portion of the net
assets of subsidiaries attributable to interests that are
not owned by the Company, whether directly or
indirectly through subsidiaries, and in respect of which
the Group has not agreed any additional terms with
the holders of those interest which would result in
the Group as a whole having a contractual obligation
in respect of those interests that meets the definition
of a financial liability. Minority interests are presented
in the balance sheet within equity, separately from
equity attributable to the equity holders of the
Company. Minority interests in the results of the Group
are presented on the face of the income statement as
an allocation of the total profit or loss for the year
between minority interests and the equity holders of
the Company.

Where losses applicable to the minority exceed the
minority’s interest in the equity of a subsidiary, the
excess, and any further losses applicable to the
minority, are charged against the Group’s interest
except to the extent that the minority has a binding
obligation to, and is able to, make additional
investment to cover the losses. If the subsidiary
subsequently reports profits, the Group’s interest is
allocated all such profits until the minority’s share of
losses previously absorbed by the Group has been
recovered.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

2.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d)

Subsidiaries

A subsidiary is an entity, in which the Group has the
power to govern the financial and operating policies
so as to obtain benefits from its activities.

In the Company’s balance sheet, investment in
subsidiaries is stated at cost less impairment losses.
The carrying amount of investment is reduced to its
recoverable amount on an individual basis. Results of
subsidiaries are accounted for by the Company on the
basis of dividends received and receivable.

Goodwill

Goodwill on acquisition of subsidiary, being the excess
of the cost of the acquisition over the Group’s share
of the fair value of the identifiable assets, liabilities
and contingent liabilities, is recognised as a separate
asset. Goodwill is carried at cost less accumulated
impairment losses, which is tested for impairment
annually or more frequently if events or changes in
circumstances indicate that the carrying value may be
impaired. Goodwill is allocated to cash-generating
units for the purpose of impairment test and
determination of gain or loss on disposal. An
impairment loss on goodwill is not reversed.

Any excess of the Group’s interest in the net fair value
of the identifiable assets, liabilities and contingent
liabilities over the cost of acquisition of businesses at
the date of acquisition, after reassessment, is
recognised immediately in income statement.
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2. SIGNIFICANT ACCOUNTING POLICIES 2.
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

(Continued)

(f)

Property, plant and equipment

Property, plant and equipment, other than construction
in progress, are stated at cost less accumulated
depreciation and accumulated 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. Repairs
and maintenance are charged to the income statement
during the year in which they are incurred.

Depreciation is provided to write off the cost less
accumulated impairment losses of property, plant and
equipment, other than construction in progress, over
their estimated useful lives as set out below from the
date on which they are available for use and after
taking into account their estimated residual values,
using the straight-line method. Where parts of an item
of property, plant and equipment have different useful
lives, the cost or valuation of the item is allocated on
a reasonable basis and depreciated separately.

Buildings Over the shorter of the term
of the prepaid land lease
or 50 years

Leasehold Qver the shorter of the term

improvements of the prepaid land lease

or 5 years
20% — 33.33%
20% — 33.33%

Plant and machinery

Furniture, fixtures
and equipment

Motor vehicles 25% — 33.33%

Assets held under finance leases are depreciated over

the shorter of their expected useful lives or the term

of the leases.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

2.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(9)

Construction in progress

Construction in progress is stated at cost less
accumulated impairment losses. Cost includes all
construction expenditure and other direct costs,
including interest costs, attributable to such projects.
Costs on completed construction works are transferred
to the appropriate asset category. No depreciation is
provided in respect of construction in progress until it
is completed and available for use.

Prepaid lease payments

Prepaid lease payments are up-front payments to
acquire fixed term interests in lessee-occupied land.
The premiums are stated at cost and are amortised
over the period of the lease on a straight-line basis to
the income statement.

Financial instruments

Financial assets and financial liabilities are recognised
when the Group becomes a party to the contractual
provisions of the instruments and on a trade date basis.
A financial asset is derecognised when the Group’s
contractual rights to future cash flows from the
financial asset expire or when the Group transfers the
contractual rights to future cash flows to a third party.
A financial liability is derecognised only when the
liability is extinguished.
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

Financial instruments (Continued)
Loans and receivables

Loans and receivables including trade and other
receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted
in an active market and are not held for trading. They
are measured at amortised cost using the effective
interest method, except where receivables are interest-
free loans and without any fixed repayment term or
the effect of discounting would be insignificant. In such
case, the receivables are stated at cost less impairment
loss. Amortised cost is calculated by taking into
account any discount or premium on acquisition, over
the year to maturity. Gains and losses arising from
derecognition, impairment or through the amortisation
process are recognised in the income statement.

Impairment of financial assets

At each balance sheet date, the Group assesses
whether there is objective evidence that financial assets
are impaired. The impairment loss of financial assets
carried at amortised cost is measured as the difference
between the asset’s carrying amount and the present
value of estimated future cash flow discounted at the
financial asset’s original effective interest rate.

Financial liabilities

The Group’s financial liabilities include trade and other
payables, bank loans and other borrowings and
obligations under finance leases. All financial liabilities
are recognised initially at their fair value and
subsequently measured at amortised cost, using
effective interest method, unless the effect of
discounting would be insignificant, in which case they
are stated at cost.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i)

Financial instruments (Continued)
Financial guarantee contracts

A financial guarantee contract is a contract that
requires the issuer of the contract to make specified
payments to reimburse the holder of the contract for
a loss the holder incurs because a specified debtor fails
to make payment when due in accordance with the
terms of a debt instrument. Financial guarantee
contract is initially recognised as deferred income
within trade and other payable at fair value, where
such information is available, otherwise, it is recognised
at consideration received and receivable. Subsequently,
it is measured at the higher of the amount initially
recognised, less accumulated amortisation, and the
amount of the provision, if any, that is required to settle
the commitment at the balance sheet date.

Cash equivalents

For the purpose of the consolidated cash flow
statement, cash equivalents represent 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, net of bank
overdrafts.

Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when
the revenue and costs, if applicable, can be measured
reliably and on the following bases.

Sale of goods is recognised on transfer of risks and
rewards of ownership, which generally coincides with
the time when the goods are delivered to customers
and the title is passed.
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

2.

SIGNIFICANT ACCOUNTING POLICIES 2.

(Continued)

(k)

Revenue recognition (Continued)

Interest income from financial asset is accrued on a
time basis, by reference to the principal outstanding
and at the effective interest rate applicable.

Rental income is recognised when the properties are
let out and on the straight-line basis over the lease
terms.

Foreign currency translation

Items included in the financial statements of each of
the group entities, including subsidiaries are measured
using the currency of the primary economic
environment in which the group entities operate
("functional currency”). The consolidated financial
statements are presented in Hong Kong Dollars (HK$),
which is the Company’s functional and presentation
currency.

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange
gains and losses resulting from the settlement of such
transactions and from the translation at year-end
exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in
the income statement.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

Foreign currency translation (Continued)

On consolidation, the results and financial position of

all the group entities that have a functional currency

different from the presentation currency are translated

as follows:

(a)

assets and liabilities for each balance sheet
presented are translated at the closing rate at
the date of the balance sheet;

income and expenses for each income statement
are translated at average exchange rates;

all resulting exchange differences are recognised
as a separate component of equity;

upon disposal of a group entity, exchange
differences relating thereto and previously
recognised in reserves are recognised in the
income statement as part of the gain or loss on
disposal; and

goodwill and fair value adjustments on
identifiable assets acquired arising on an
acquisition of a foreign entity are treated as assets
and liabilities of that foreign entity and translated
at the closing rates. Exchange differences arising
are recognised in the translation reserve.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

2.

SIGNIFICANT ACCOUNTING POLICIES 2.

(Continued)

(m) Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost, which comprises all costs of
purchase and, where applicable, cost of conversion
and other costs that have been incurred in bringing
the inventories to their present location and condition,
is calculated using the weighted average cost method.
Net realisable value represents the estimated selling
price in the ordinary course of business less the
estimated costs of completion and the estimated costs
necessary to make the sale.

Club debenture

Club debenture has indefinite useful life and is
measured at cost less accumulated impairment losses.

Impairment of other assets

At each balance sheet date, the Group reviews internal
and external sources of information to determine
whether its property, plant and equipment, prepaid
lease payments, club debenture and investment in
subsidiaries have suffered an impairment loss or
impairment loss previously recognised no longer exists
or may be reduced. If any such indication exists, the
recoverable amount of the asset is estimated, based
on the higher of its fair value less costs to sell and
value in use. Where it is not possible to estimate the
recoverable amount of an individual asset, the Group
estimates the recoverable amount of the smallest
group of assets that generates cash flows
independently (i.e. cash-generating unit).

If the recoverable amount of an asset or a cash-
generating unit is estimated to be less than its carrying
amount, the carrying amount of the asset or cash-
generating unit is reduced to its recoverable amount.
Impairment losses are recognised as an expense
immediately.
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2.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(o)

Impairment of other assets (Continued)

A reversal of impairment loss is limited to the carrying
amount of the asset or cash-generating unit that would
have been determined had no impairment loss been
recognised in prior years. Reversal of impairment loss
is recognised as income statement.

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.

Assets held under finance leases are recognised as
assets of the Group at the lower of the fair value of
the leased assets and the present value of the minimum
lease payments. The corresponding liability to the lessor
is included in the balance sheet as finance lease
obligation. Finance charges, which represent the
difference between the total leasing commitments and
the fair value of the assets acquired, are charged to
the income statement over the term of the relevant
lease so as to produce a constant periodic rate of
charge on the remaining balance of the obligations
for each accounting period.

Rentals payable under operating leases are charged
to income statement on a straight-line basis over the
term of the relevant lease.

Lease incentives are recognised in the income
statement as an integral part of the net consideration
agreed for the use of the leased asset. Contingent
rentals are recognised as expenses in the accounting
period in which they are incurred.
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

2.

SIGNIFICANT ACCOUNTING POLICIES 2.

(Continued)

(a)

Employee benefits — Defined contribution
plans

The obligations for contributions to defined
contribution retirement scheme are recognised as an
expense in the income statement as incurred and are
reduced by contributions forfeited by those employees
who leave the scheme prior to vesting fully in the
contributions. The assets of the scheme are held
separately from those of the Group in an independently
administered fund.

Share-based payment transactions — Equity-
settled transactions

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

ST HRRME

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

2.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(r)

Share-based payment transactions — Equity-
settled transactions (Continued)

During the vesting period, the number of share options
that is expected to vest is reviewed. Any adjustment
to the cumulative fair value recognised in prior years
is charged/credited to the income statement for the
year of the review, unless the original employee
expenses qualify for recognition as an asset, with a
corresponding adjustment to the share options reserve.
On vesting date, the amount recognised as an expense
is adjusted to reflect the actual number of options that
vest (with a corresponding adjustment to the capital
reserve) except where forfeiture is only due to not
achieving vesting conditions that relate to the market
price of the Group’s shares. The equity amount is
recognised in the share options reserve until either the
option is exercised (when it is transferred to the share
premium account) or the option expires (when it is
released directly to accumulated profits). Share-based
payment transactions in which the Company grants
share options to subsidiaries’ employees are accounted
for as an increase in value of investments in subsidiaries
in the Company’s balance sheet which is eliminated
on consolidation.

Taxation

The charge for current income tax is based on the
results for the year as adjusted for items that are non-
assessable or disallowed. It is calculated using tax rates
that have been enacted or substantively enacted by
the balance sheet date.

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 in the financial statements. However,
if the deferred tax arises from initial recognition of an
asset or liability in a transaction other than a business
combination that at the time of the transaction affects
neither the accounting profit nor taxable profit or loss,
it is not accounted for.

GFT Holdings Limited BEZEERERAT
Annual Report 2006

2.

FESHEBE @)

(r)

AR XN 5 — AiERER
ZR5 (#8)

BT RBREEE BB R ERE D
AL © BRIFERAEEFRXNTA
BERAZN  BAEAESEBESF
EHER 2 Rt A A ABGAER
A AR ES R ST S sk B B - WA
SIFEERE - NEEBR - RS
XHERRFEBERE BER2E F
SR - I 7E B AR A 1 R 1 A 5
- BREE|ENEEARRKN
MEER AR B RIS T 8 ME K
D ERRERR SN - R BRI R
RHER  EEHRETE (EARD
B RS (ERB AR T
M) B R IE o AR BFE AR KB AR
BERTRBRENRNO NS @ &
EARRRIEERBERATIERIER
BIEVIREIE N - WHAR S RIARIE

PR

BITMERNIREARFE 2 EEF
8 IHRBERBATERR AR
EHLEE - ISR IEAGEEREXR
CRHOXER EERM B EGFTE -

BEEFBRRMBEHRRTEERBER
RERZHERRREE B2 TR
HER - LNBEEERE - EMETH
BLENS R AR5 (M FEEH
B ZEELBEMEL  AER
ZBERZE G RN K ERTIBEA
ERTE  BATARK-



Notes to the Consolidated Financial Statements

ST HRRME

For the year ended 31 December 2006 EZ_—ZFZ

2. SIGNIFICANT ACCOUNTING POLICIES 2

(Continued)

(s)

Taxation (Continued)

The deferred tax liabilities and assets are measured at
the tax rates that are expected to apply to the period
when the asset is recovered 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 are recognised to the extent that
it is probable that future taxable profit will be available
against which the deductible temporary differences,
tax losses and credits can be utilised.

Related parties

A party is related to the Group if

(@) directly, or indirectly through one or more
intermediaries, the party controls, is controlled
by, or is under common control with, the Group;
or has an interest in the Group that gives it
significant influence over the Group; or has joint
control over the Group;

(b) the party is an associate of the Group;

(c) the party is a joint venture in which the Group is
a venturer;

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

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

(f)  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 (d) or (e); or
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Notes to the Consolidated Financial Statements

ST HRRME

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

2.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(t)

(u)

Related parties (Continued)

(g) 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.

Segment reporting

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

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

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

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

ST HRRME

For the year ended 31 December 2006 EZ_—ZFZ

2. SIGNIFICANT ACCOUNTING POLICIES 2.

NFF+ZA=1+—HILFE

(Continued)

(u)

Segment reporting (Continued)

Unallocated items mainly comprise financial and

corporate assets, interest-bearing loans, borrowings,

tax balances, corporate and financing expenses.

Non-current assets held for sale and
discontinued operation

(1)

(if)

Non-current assets held for sale

A non-current asset (or disposal group) is
classified as held for sale if it is highly probable
that its carrying amount will be recovered
through a sale transaction rather than through
continuing use and the asset (or disposal group)
is available for sale in its present condition. A
disposal group is a group of assets to be disposed
of together as a group in a single transaction,
and liabilities directly associated with those assets
that will be transferred in the transactions.

Non-current assets (and disposal groups)
classified as held for sale are measured at the
lower of the assets’ (disposal groups’) previous
carrying amount and fair value less costs to sell.

Discontinued operation

A discontinued operation is a component of the
Group's business, the operations and cash flows
of which can be clearly distinguished from the
rest of the Group and which represents a separate
major line of business or geographical area of
operations, or is part of a single co-ordinated plan
to dispose of a separate major line of business
or geographical area of operations, or is a
subsidiary acquired exclusively with a view to
resale.

(u)
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Notes to the Consolidated Financial Statements

A B R R R B R

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(v) Non-current assets held for sale and
discontinued operations (Continued)

(i) Discontinued operation (Continued)

Classification as a discontinued operation occurs
upon disposal or when the operation meets the
criteria to be classified as held for sale (see (i)
above), if earlier. It also occurs when the
operation is abandoned.

Where an operation is classified as discontinued,
a single amount is presented on the face of the
income statement, which comprises:

— the post-tax profit or loss of the
discontinued operation; and

— the post-tax gain or loss recognised on the
measurement to fair value less costs to sell,
or on the disposal, of the assets or disposal
group constituting the discontinued
operation.

(w) Future changes in HKFRS

At the date of authorisation of these financial
statements, the Group has not early adopted the new/
revised standards and interpretations issued by HKICPA
that are not yet effective for the current year. The
directors anticipate that the adoption of these new
HKFRS in the future periods will have no material
impact on the result of the Group.
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ADOPTION OF NEW AND REVISED HONG 3.

KONG FINANCIAL REPORTING STANDARDS

HKAS 39 and HKFRS 4 (Amendment) “
guarantee contracts”

Financial

In prior years, financial guarantees issued by the Group were
disclosed as contingent liabilities in accordance with HKAS
37, Provisions, contingent liabilities and contingent assets.
No provisions were made in respect of these guarantees
unless it was more likely than not that the guarantee would
be called upon.

With effect from 1 January 2006, HKAS 39 requires
recognising financial guarantees issued as financial liabilities
and measured initially at fair value, where the fair value can
be reliably measured. Subsequently, they are measured at
the higher of the amount initially recognised, less
accumulated amortisation, and the amount of the provision,
if any, that should be recognised in accordance with HKAS
37. The adoption of this new accounting policy had no
material effect on how the results and financial positions
for the current or prior accounting periods have been
prepared and presented.

Notes to the Consolidated Financial Statements

A B R R R B R

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE
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4. KEY SOURCES OF ESTIMATION

UNCERTAINTY

In the process of applying the Group’s accounting policies,
which are described in note 2 to the financial statements,
management makes various estimates based on past
experience, expectations of the future and other
information. The key sources affect the amounts recognised
in the financial information as disclosed below.

Depreciation

The Group depreciates the property, plant and equipment
over their estimated useful lives and after taking into account
of their estimated residual values, using the straight line
method. The estimated useful life reflects the directors’
estimate of the periods that the Group intends to derive
future economic benefits from the use of the Group’s
property, plant and equipment. The residual values reflect
the directors’ estimated amount that the Group would
currently obtain from disposal of the assets, after deducting
the estimated costs of disposal, if the assets were already
of the age and in the condition expected at the end of its
useful life.

Estimated impairment of goodwill

Determining whether goodwill is impaired required an
estimation of the value in use of the cash-generating units
to which goodwill has been allocated. The value in use
calculation requires the Group to estimate the future cash
flows expected to arise from the cash-generating units and
a suitable discount rate in order to calculate the present
value. Where the actual cash flows are less than expected,
a material impairment loss may arise. During the year, the
directors determined that goodwill has impaired and such
impairment has been recognised in the consolidated income
statement.
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Notes to the Consolidated Financial Statements

A B R R R B R

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

5. TURNOVER AND REVENUE

Turnover and revenue represent sale of goods at invoiced

value to customers net of return and discounts.

LRBRMERERERTEPEMERE

RNz HEE- .

2006 2005
—EEXRE o
HK$'000 HK$’000
BT T BT T
Continuing operations REREER 130,085 165,810

Discontinued operation B IEREER
(Note 11) (FF=E11) 2,547 13,318
132,632 179,128

6. OTHER INCOME HA g A
2006 2005
—EEXREF —ETRF
HK$'000 HK$’000
BT T BT T
Continuing operations REBREXED

Interest income FEA 71 45
Rental income ZEWA 159 8,362
Sundry income MIBA 948 447
1,178 8,854

Discontinued operation ERIEREER
(Note 11) (P E 11) — 646
1,178 9,500
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SEGMENT INFORMATION

Segment information is presented in respect of the Group's
business and geographical segments. Business segment
information is chosen as the primary reporting format
because it is more relevant to the Group’s internal financial
reporting.

Primary reporting format — business segments

The Group comprises the following main business segments:

Business segments Nature of business activities

1. Toy products trading Sourcing, manufacturing and
and manufacturing distribution of toys and
premium

2. Securities trading

and investments

Trading and investing of

marketable securities
3. Consumer products Sourcing, manufacturing and
trading and distribution of consumer

manufacturing products

Certain comparative figures for segment information have
been restated and reclassified to conform with current year’s
presentation. In the opinion of the Company’s directors, such
classifications provide a more appropriate presentation of
the Group’s business segments.
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Notes to the Consolidated Financial Statements

ST HRRME

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

7. SEGMENT INFORMATION (Continued) 7. oHER @
Primary reporting format — business segments FEERFEX - ZEBDI &)
(Continued)
2006 —BBXRE
Discontinued
operation
Continuing operations BRI
BEKEER R
Consumer
Toy products Securities products
trading and  trading and trading and
manufacturing investments Total manufacturing Consolidated
GREM REEHE . HEEm
BEERHEE RRE @ BEREE Re
HKS'000  HK$'000  HKS$'000  HKS'000  HK$'000
BETT BETT BETT BETT BETT
Turnover BXE
Revenue from IR
external customers Yz 130,085 — 130,085 2,547 132,632
Segment results THES (27,350) (18) (27,368) (423) (27,791)
Other income Hebl A 1,178 — 1,178
Unallocated operating AOBEEWA
income and expenses KX (9,269) — (9,269)
Gain on disposal HEME R
of subsidiaries 2 W — 355 355
Finance costs B & (930) — (930)
Loss before taxation BB A AR (36,389) (68) (36,457)
Taxation WA (76) — (76)
Loss for the year rEEER (36,465) (68) (36,533)
Assets ﬁE
Segment assets NHEE 119,556 408 119,964 = 119,964
Unallocated assets AOBREBE 6,689 — 6,689
Total assets BERS 126,653 — 126,653
Liabilities &
Segment liabilities NHEE 53,684 — 53,684 — 53,684
Unallocated liabilities APEAE 3,355 — 3,355
Total liabilities BiE@= 57,039 — 57,039
Other information Hign
Capital expenditure AR 4,194 = 4,194 = 4,194
Depreciation e
Business segment BT 5,112 12 5,124 — 5,124
Unallocated items APEIEE 212 = 212
Amortisation on prepaid BNAEHE
lease payments P& §i 182 — 182 — 182
Significant non-cash BAFRERX
expenses (other than (TBERE
depreciation and L)
amortisation)
Business segment B9 2,983 — 2,983 26 3,009
Unallocated items APEIEE 1,136 = 1,136
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Notes to the Consolidated Financial Statements

A B R R R B R

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

7. SEGMENT INFORMATION (Continued) 7. DEER (®)
Primary reporting format — business segments FTEEWMEAN —BREBLI @)
(Continued)
2005 —EEIF
Discontinued
operation
Continuing operations E?M:
iim z«< %%% z«( %i%
Consumer
Toy products Securities products
trading and trading and trading and
manufacturing investments Total manufacturing  Consolidated
_DAEm EHEE . /ﬁ%‘fﬁuu .
BERBE Ri&E i  EBEEREE e
HKS'000  HKS$'000  HK$'000  HK$'000  HKS'000
BETT BETT BETT BETT BETT
Turnover B
Revenue from external IR
customers Y= 157,473 8,337 165,810 13,318 179,128
Segment results PIMEE 13,941 2,785 16,726 (2,625) 14,101
Other income Hebl A 1,396 646 2,042
Unallocated operating AAREERA
income and expenses KA (6,589) — (6,589)
Gain on disposal of HERBA
subsidiaries 2 W 10 2,583 2,593
Finance costs BT & (85) (18) (103)
Profit before taxation BRBE AR R 11,458 586 12,044
Taxation T IE (872) (1) (873)
Profit for the year REEGA 10,586 585 11,171
Assets BE
Segment assets DHEE 132,793 67 132,860 3,318 136,178
Unallocated assets APEBE 4,104 — 4,104
Total assets BESS 136,964 3,318 140,282
Liabilities af
Segment liabilities AE AR 48,624 — 48,624 3,040 51,664
Unallocated liabilities AOEEE 1,426 — 1,426
Total liabilities BEE= 50,050 3,040 53,090
Other information HiER
Capital expenditure BARRY
Business segment £%0E 22,254 — 22,254 36 22,290
Unallocated items AHEIEE 58 — 58
Depreciation e
Business segment ES VN 3,633 19 3,652 75 3,727
Unallocated items AHEIEE 202 — 202
Amortisation on prepaid BRNEEHE
lease payments LB 179 — 179 — 179
Significant non-cash expenses EAJEH & X
(other than depreciation (P BIERE
and amortisation) R ) 29 — 29 912 941
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Notes to the Consolidated Financial Statements

ST HRRME

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

7. SEGMENT INFORMATION (Continued) 7. DEER &
Secondary reporting format — geographical REZHEN — L@ 5 5
segments
The Group's business is managed on a worldwide basis, but REEBZEZGRMGERSH  BE2LN
participates in the principal economic environments as T RATHLBRE - BANMBEERR
shown in the table below. Japan and Hong Kong are the SEMEXBHNEIEMS MPEARK
major markets for all of the Group’s businesses, and the B ([FE]) BRIt A EmeyBEH -

location of the toy products manufacturing is in the People’s
Republic of China (the “PRC").

In presenting information on the basis of geographical FE2WmiE D BERE - DEWARIRE
segments, segment revenue is based on the geographical ForEEE s - Mo HEEMNERF
location of customers. Segment assets and capital XAREEMEMRE D -
expenditure are based on the geographical location of the
assets.
Total Capital
Revenue assets expenditure
A EERE BEAMX
HK$’000 HK$'000 HK$°000
BT T BT T BT T
2006 —EBEAEF
Japan =N 52,623 5,534 —
Hong Kong Bt 35,531 19,136 5
PRC & B 32,426 100,722 4,189
Taiwan =0 4,915 — —
Europe BOM 4,408 390 —
Singapore EAImIlIPd 1,834 — —
United States of America E 605 283 —
Others HAb 290 588 —

132,632 126,653 4,194
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A B R R R B R

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

7. SEGMENT INFORMATION (Continued)
Secondary reporting format — geographical

segments (Continued)

REBEZWML A —1RMIE 2 # (&)

Total Capital
Revenue assets expenditure
[N EEBE BEXREAX
HK$'000 HK$'000 HK$'000
BB TIT BB T T BT T

(restated)

(&&&E5)

2005 —ETERF
Japan SN 72,012 5,558 —
Hong Kong B8 39,758 25,473 131
PRC s 40,824 103,977 22,217
Europe BN 17,423 590 —
Singapore TN 1,268 — —
United States of America ES1EY 6,839 2,466 —
Others Hh 1,004 2,218 —
179,128 140,282 22,348
8. DIRECTORS’ REMUNERATION 8. EEMS

The emoluments paid or payable to every director for the
year ended 31 December 2006 is set out below:

HE-TEAFI-A=+—BILFE -
EXASEASUEEIME T

Salaries,
allowances Retirement
and benefits scheme
Directors’ in kinds contribution Total
fees #H& - EE BikE
EENHE REYER FrEIER #Et
HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BETa B¥Tx
Executive directors: HITESE
Leung Wai Ho RER — 650 12 662
Wong Chung Shun =it — 585 12 597
Ha Kee Choy, Eugene BEHET 200 — — 200
Non-executive directors: ERITES -
Chui Chi Yun, Robert EELC 120 — — 120
Lam Kwok Cheong ME & 120 — — 120
Lai Wing Leung, Peter KR 120 — — 120
560 1,235 24 1,819
GFT Holdings Limited E%ZERBR AR
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

8. DIRECTORS' REMUNERATION (Continued)

The emoluments paid or payable to every director for the

year ended 31 December 2005 is set out below:

8. EEM<E »®

BE-_ZZEAF+_A=1+—8HILtFE -
EXNRENSNESZMESOT

Salaries,
allowances  Retirement
and benefits scheme
Directors’ in kinds  contribution Total
fees Frd - 2 BRe
E50e KEDEAM REREPA st
HK$'000 HK$'000 HK$'000 HK$'000
BT AT BT BETT
Executive directors: WITES :
Leung Wai Ho RER — 700 12 712
Wong Chung Shun = i — 635 12 647
Ha Kee Choy, Eugene BEHA 290 — — 290
Non-executive directors: FEHMITES :
Chui Chi Yun, Robert EEC 120 — — 120
Lam Kwok Cheong ME & 120 — — 120
Lai Wing Leung, Peter BXR 120 — — 120
650 1,335 24 2,009

No directors have waived emoluments in respect of the years
ended 31 December 2006 and 2005.

BE_ZTRFR
HFEVESEEREENHE -

—EEAF A=+
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Notes to the Consolidated Financial Statements

A B R R R B R

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

9. FIVE HIGHEST PAID INDIVIDUALS 9.

Of the five individuals with the highest emoluments in the
Group, two (2005: two) are directors of the Company whose
emoluments are included in the disclosures in note 8 above.
The emoluments of the remaining three (2005: three)
individuals were as follows:

AfusEMEAL
AEARAAREMEATREMA(CF
TRE: M) ADANEF - HMSHFER
REXHES - HBp=% (CTTRF: =
B BEEHEALZMEWT :

2006 2005
—EERE —EERF
HK$'000 HK$’000
BET T BT T

Salaries, allowances and =35 g
benefits in kinds B YR 1,723 1,805
Retirement scheme contributions BIREETEIH R 41 24
Share-based payments IR 5 2 A+ 934 —
2,698 1,829

The emoluments of the three (2005: three) individuals with

Z=H(CETRF. =R)&oMEe AL

the highest emoluments are within the following bands: MM ESTAT :
2006 2005
—EEXREF —ETRF
Number of Number of
individuals individuals
A AEL
Nil — HK$1,000,000 = — % ®1,000,0007T 2 3
HK$1,000,001 — HK$1,500,000 75 #51,000,0017T
— 75 #1,500,0007C 1 —
3 3
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ST HRRME

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

10. TAXATION

Hong Kong Profits Tax has been provided at the rate of
17.5% (2005: 17.5%) on the Group’s estimated assessable
profits arising from Hong Kong during the year.

The income tax provision in respect of operations in the
PRC and overseas is calculated at the applicable tax rates
on the estimated assessable profits, if any, for the year based
on existing legislation, interpretations and practices in
respect thereof.

10. B\

EBNNERBENIEAFEAEBNRES
2T ERR G A2 17.5% (CEERF ¢
17.5%) 2 TR RET =K -

B RSN B 2 RIS BB R T RIS
2 (AT ERBOER (0) 5 A A XS
BB 2 BiE RIRERTED - RBRIED)
TiatH -

2006 2005
—EEXRE —ZTERF
HK$'000 HK$’000
BT T BT T
Continuing operations BEKEXER
Current tax RNERBIEA
Hong Kong BB 59 661
PRC Enterprise Income Tax H B PR IST — 216
Under (Over) provision in prior years @7 FEEE T T (BEEEE)
Hong Kong BB 17 (5)
Tax charge from continuing FECEEB 2 HIE
operations 76 872
Discontinued operation DRIEREER
Current tax REEHIEA
Hong Kong BB — 1
Tax charge from discontinued ERIERERB 2 BIR
operation — 1
Total tax charge for the year FEMIBHEE 76 873
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A B R R R B R

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

10. TAXATION (Continued)

10. B1E (&)

Reconciliation of tax expense P IE 2 2 ¥ AR
2006 2005
—EEXRF —ZTERF
HK$'000 HK$’000
BT BT T
(Loss) Profit before taxation bR AT (B518) &
Continuing operations BEREER (36,389) 11,458
Discontinued operation (Note 11) BRI SR (1) (68) 586
(36,457) 12,044
Income tax at applicable tax rate MEHIRBEATE17.5%:1HE
of 17.5% (2005: 17.5%) “EERF 17.5%) (6,380) 2,108
Non-deductible expenses AR 2 R 2 902 465
Tax exempt revenue RHBA (353) (1,204)
Unrecognised tax losses RERZRIEEE 5,240 1,303
Unrecognised temporary differences KR 2 B =58 13 —
Effect of tax exemptions granted A B B A R
to PRC subsidiaries MIBERREZTE — (1,161)
Effect of different tax rates of FAE fh REHE [ AT &
subsidiaries operating =3t V== NG B
in other jurisdictions ERIRE 637 (633)
Under (Over) provision in prior years @ FERET 2 GBEERE) 17 (5)
Tax expense for the year REEMBEREZ 76 873

The applicable tax rate is Hong Kong profits tax rate of

17.5% (2005: 17.5%).
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Notes to the Consolidated Financial Statements

ST HRRME

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

11. DISCONTINUED OPERATION 1. ERLEREXER
On 22 June 2006, the Group disposed two non-wholly RZZBZERFAAZTZAH  AEBHE
owned subsidiaries, which manufacture and trade electronic MENRERNEREEE T LI EH
components and were a separate business segment of the EMBRAR  WARNKEE 2B EBD
Group. The disposal transactions have been completed on B ZBERFERZZEZERFAAAZT
22 June 2006, details of the disposal of assets and liabilities “HEK HEZEERBEZFBER
are disclosed in note 32 to the financial statements. The REFFEHRERMFEI2A - ERIELEEBR
results and net cash flows of the discontinued operation REEEHERRREFZEERFRS
for the current year up to the date of disposal and the prior MEWMENT :
year are summarised as follows:
2006 2005
ZBEAE —ETRF
HK$000 HK$’000
BT T BT T
(Loss) Profit for the year from REFORIEBEETL
discontinued operation 2 (B58) & F
Revenue WA 2,547 13,318
Other income H A A — 646
Gain on disposal of subsidiaries TEH B AR Z WS 355 2,583
Expenses X (2,970) (15,943)
Finance costs Mi%E A — (18)
(Loss) Profit before taxation BrEL AT (B18) %A (68) 586
Taxation I8 — (1)
(Loss) Profit for the year from REEDKRIEEE
discontinued operation ¥z (BE) & H (68) 585
Cash flows used in discontinued TR ILEEEKFTEH
operation ZEERE
Net cash flows used in operating RETBFRBAZRERE
activities ikl (114) (1,016)
Net cash flows used in investing KRBTSR ZRERE
activities ) gL — (61)
Net cash flows from financing MEEHEECRERE
activities FEE — 203
Net cash flows REMEFEE (114) (874)

GFT Holdings Limited EZEIERERAF 6
Annual Report 2006 7



Notes to the Consolidated Financial Statements

B %5 ¥ 3R BT R

Fae)

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

12. (LOSS) PROFIT FOR THE YEAR
This is stated after charging (crediting):

12.

AEE (BE) mA
AR (GEA) T &R :

2006 2005
—EBRE —ETRF
HK$000 HK$’000
BT T BT T
(a) Finance costs (a) BIEEH
Interest on convertible notes hFARBEEE
wholly repayable within Z A ]REE
five years Z B — 41
Interest on bank loans and hAFRNEBHEEZ
other borrowings wholly IRITE R EAD
repayable within five years BEZHE 543 22
Finance charges on obligations MEHEEH T
under finance leases 2% E A 387 40
930 103
Attributable to discontinued BRI E XL
operation (Note 11) (BF3E11) — (18)
930 85
(b) Other items (b) H1hiEH
Staff costs (include directors’ ETXA (BIEESE
emoluments) B <)
Salaries, wages and other e IERHEM
benefits &7 17,444 19,136
Share options granted X2 AR 1,868 —
Contribution to defined E B R K AE A
contribution plans HR 2,362 1,053
21,674 20,189
Cost of inventories FERA 131,923 138,487
Auditors’ remuneration % B 6 B & 897 1,090
Depreciation on property, E I
plant and equipment I E 5,336 3,929
Amortisation on prepaid B ERE
lease payments 2R 182 179
Provision for obsolete inventories PREFE - B# 1,516 —
Provision for impairment losses VEREN SEi= Wl
Goodwill (included in other 8 (Gt AHAD
expenses) ) 1,136 909
Trade and other receivables JFE U BR 3k K LA
(included in administrative e IR (BT ATTE
expenses) F ) 1,451 20
Net exchange losses bE 3 B 18 55 152 169
Loss on disposal of property, HEME - KB K&E
plant and equipment Z BB 42 12
Operating lease payments MELEHE
for premises KIB 463 662
Gain on disposal of investments HERFEEERE
held for trading 2 W zs — (2,863)
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ST HRRME

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

13. NON-CURRENT ASSETS HELD FOR SALE 13. HEHEZRBDEE
On 24 November 2006, the directors announced that the RZZEERF+—AZ+WEAB EF0Q1M0
Company entered into an agreement with a third party on ARREE=ZFR_TZTF+—A=+
23 November 2006 to dispose of all its interest in certain =HEI3 —TﬁT%EFXLA/%ﬁ%Z0,000,000TE
subsidiaries of the Group for an aggregate consideration of ZERBEHEHEETHEB AR 22 E#
HK$20,000,000. The principal assets held by the subsidiaries e REMBRARMBEZCEREETIR
are land use rights in respect of parcels of land situated in EE/\‘:F‘ Bz iz TibfE R o HESRIR

the PRC. The disposal is expected to be completed in May
2007. The major classes of assets and liabilities of the
subsidiaries to be disposed classified as held for sale at the

balance sheet date are as follows:

H__" \—7 vtﬁzﬂﬂ 7'55‘/2: E/\lzjl:l:::; ! H%’
REEMBRARZHIELHEZTIREER
BEEMNT

Group
rEHE
2006
—EERE
HK$'000
BETT
Non-current assets classified JAEBEEHEZ
as held for sale FERBEE
Goodwill EES 396
Property, plant and equipment ME - BE KRB 13,060
Prepaid lease payments AT ERIE 5,600
Bank balance and cash SRITHESBR NI S 71
19,127
Liabilities associated with non- FlAFEHE Z kR
current assets classified as EECBEHMAE
held for sale
Due to a related company JERTERE R RIFRIA
(Note 13(a)) (Bt3£13(a)) (2,093)
(2,093)
Net assets classified as held AR EHEZ
for sale BEEFRE 17,034

GFT Holdings Limited EZEIERERAF
Annual Report 2006



70

Notes to the Consolidated Financial Statements

ST HRRME

For

13.

14.

15.

the year ended 31 December 2006 E#HZ —ZZ

NON-CURRENT ASSETS HELD FOR SALE
(Continued)
(a)

Due to a related company

The amount due is unsecured, interest-free and
repayable on demand. The related company is owned
and controlled by Mr. Leung Wai Ho and Mr. Wong
Chung Shun, directors and shareholders of the
Company.

LOSS ATTRIBUTABLE TO EQUITY HOLDERS 14

OF THE COMPANY

The loss attributable to equity holders of the Company is
dealt with in the financial statements of the Company to
the extent of loss of HK$18,165,000 (2005: HK$4,018,000).

(LOSS) EARNINGS PER SHARE 15.

(a)

For continuing and discontinued operations

The calculation of the basic and diluted (loss) earnings
per share attributable to the equity holders of the
Company are based on the following data:

Earnings

NFETZA=1T—HILEFE

(a)

13. BEHEZRBEE @

JE 1< 8 & N B FR I8

JERREE R R FUEAEET - 28 %
BENRIEEER - B AR AR
ZEERBRRBE A R E R
R RIS o

RRAREFBEAEBGEE

AR ERFEAEEEERE S A
518,165,000t EIE (ZEZ R F -

B¥4,018,0007T) * WEEBE T ARAR
R TERER A o
B8R (B8 2R

(a)

8

R 2T R DA TR 2T
RREIIRAEREE ARG TR EAR N
H (B18) B TRIBA TEETE -

2006 2005
—EEARF —TTRF
HK$'000 HK$’000
BT T BT T
(Loss) Profit for the year FAUFTEARRBIRERE A
attributable to equity holders & RXEA (E18)
of the Company for the Bz FE (E8) & F
purpose of basic (loss)
earnings per share (36,610) 10,056
Effect of dilutive potential A ESE B S m AR
ordinary shares: ZRE
Interest on convertible notes AR EE 2 F 8 N/A i H 41
Earnings for the purpose of ARG ESkES
diluted earnings per share BH z & N/A FiEH 10,097
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A B R R R B R

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

15. (LOSS) EARNINGS PER SHARE (Continued) 15. 8% (B18) 82F @)

(a) For continuing and discontinued operations (a) HELEEBRERIEKLEE
(Continued) 1% (&)
Number of shares BHEE

2006 2005
—EEBRE —ETRF
Number of Number of
shares shares
Ko EE RHEE
‘000 000
T T
(restated)
(& E75)
Weighted average number of ~ FLAGTEERER (E8)
ordinary shares for the Bz EBAR
purpose of basic (loss) I 5 8
earnings per share 654,390 628,074
Effect of dilutive potential A ESE B S AR
ordinary shares: ZRE
Share options issued RABBETZ
by the Company fE AR 1 N/A REA 11,685
Convertible notes CIEY & N/A T iE H 3,342
Weighted average number of ~ FALAGTE &S
ordinary shares for the Bz EBAR
purpose of diluted hnEFH 8
earnings per share N/A REA 643,101
Note: P 5
The number of shares in 2006 and 2005 were adjusted to ZEERFERZETRF ZRMHEE ST
reflect the share consolidation of every five shares of RM=—ZFZFLF=ANAERZBDE G (B
HK$0.01 each of the Company into two shares of HK$0.025 AR FREESE0.01 T Z AR RKG A H A
each which became effective on 6 March 2007. Comparative I RE SR E (B S #50.025 T Z % D) ° LLEREFE
figures have been restated accordingly. MEEEES -
Diluted loss per share for the year ended 31 December 2006 HARREE B EAME RTS8 E LM
has not been shown because there was no dilutive potential RES - MUTEERIBE—EEF+=-_A=
ordinary share in issue at the balance sheet date. T—RIEFESREEES
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

15. (LOSS) EARNINGS PER SHARE (Continued) 15. B8R (F8) BF @)

(b) For continuing operations (b) FBREET
The calculation of the basic and diluted (loss) earnings RARIRER A ABEFRBLEFES
per share from continuing operations attributable to Z BREARKEE (BE) BATIRE
the equity holders of the Company are based on the AT 8RR E -

following data:

Earnings 2R
2006 2005
—EEXRE —ZTERF
HK$'000 HK$’000
BT T BT T
(Loss) Profit for the year RARIEHERZA A
attributable to equity holders {54 & (E548)
of the Company Y A (36,610) 10,056
Less: VERE
(Loss) Profit for the year from BERIFELEK 2
discontinued operation FE (BE) & 67 (500)
(Loss) Earnings for the purpose FAGT B E KL %R
of basic (loss) earnings per ZEBRER(EBE) B2
share from continuing (E518) &7
operations (36,543) 9,556
Effect of dilutive potential AEE BT L RAR
ordinary shares: 23
Interest on convertible notes  RIFFEE 2 A8 N/A FEA 41
Earnings for the purpose AU EFEREEK
of diluted earnings per EREERT 2
share from continuing 2w
operations N/A FEA 9,597
The denominators used are the same as those detailed FTRASEE EXF s BRERRES
above for both basic and diluted (loss) earnings per (E58) BFHER -
share.

b GFT Holdings Limited BEZEERERAT
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A B R R R B R

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

15. (LOSS) EARNINGS PER SHARE (Continued)

(c)

For discontinued operation

Basic loss per share for the discontinued operation is
HKO0.01 cent per share (2005: earnings per share of
HKO0.08 cent per share) and diluted loss per share for
the discontinued operation for the year ended 31
December 2006 is not applicable (2005: diluted
earnings per share of HK0.08 cent per share), based
on the loss for the year from the discontinued
operation of HK$67,000 (2005: profit for the year of
HK$500,000) and the denominators detailed above
for both basic and diluted (loss) earnings per share.

15. B8R (1) 8F @

(c)

BRI E TS
ERIECEEBCBREAEEAE
RAEE0.0OML (ZETRE: BRAR
EHE0.081L) - MEBIZ=_ZTT R F+
“A=Z+—BIEFEERIHEEER
Z2EREEERYTER (TR
F: GREERNER0.081L) - iR
BERIEKEEK 2 FEBBRAR
67,0007 (ZEZRF . FE B
500,0007T) & EX &t 2 §RRER
REEE (B18) BN 28 E -
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16. PROPERTY, PLANT AND EQUIPMENT

16. ¥ - BEKRRE

Notes to the Consolidated Financial Statements

A B R R R B R

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

Group VIS
Furniture,
Leasehold Plantand  fixtures and Motor  Construction
Buildings improvements  machinery  equipment vehicles in progress Total
Hg BE LR
g7 VEE) R#E  LERRE RE kBIE Eh
HK$000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
BT BT BT AT AT BETTL BT
CosT S
At 1 Janaury 2005 R-ZTR%E-5-A 31,625 126 12,504 2,116 479 50 46,900
Bichange adjustments ERHAE 764 - 263 38 1 1 1,067
Additions i 12,207 68 6,418 243 — 3,412 22,348
Transfer &2 53 = = = = (53) =
Disposals e - - 4) 38) - - )
Fliminated on disposal of subsidiaries &M B ARHE = (24) = (138) = - (162)
At 31 December 2005 RIETRET-R=T-H 44,649 170 19,181 2,21 480 3,410 70,111
Exchange adjustments Eyae 1,563 - uf 60 2 119 2185
Additions 1 3,570 — 570 47 I — 4194
Transfer ] 3,200 - 295 - — (3495) —
Disposals HE = #3) = (22) = = (65)
Fliminated on disposal of a subsidiary ~ HE—HERAKEH - (74) (49) (75) = = (198)
Reclassified as held for sale Ef|ARAMELE (13,576) = = = = = (13,576)
At 31 December 2006 R-BERETZAZT-B 39406 53 20,438 2231 489 34 62,651
DEPRECIATION g
At 1 Janaury 2005 RZEERE-A-H 150 49 726 199 98 — 1222
Exchange adjustments A 2 - - - - - 2
Charged for the year FERHE m 36 2,586 k] % — 3,929
Disposals HE - - 2) (28) - - (30)
Eiminated on disposal of subsidiaries ~ HEMBAABHH — — - (33) = - (33)
At 31 December 2005 RZSERF+-A=1-H 929 85 3,310 569 197 - 5,090
Exchange adjustments ERBE 70 - 219 5 1 = 315
Charged for the year AEENE 931 15 3,880 410 100 = 5,336
Disposals e - (16) - (7) - - (23)
Eiminated on disposal of a subsidiary ~ HE—HERAKEH - (48) (26) (28) = = (102)
Reclassified as held for sale Ef| BHAIELE (516) = = = = = (516)
At 31 December 2006 RIEEAETCAZT-B 1414 36 1383 969 298 - 10,100
NET BOOK VALUE RaRE
At 31 December 2006 R-BBRETZAZT-0 3199 17 13,055 1,262 191 ! 52,551
At 31 December 2005 RIETRET-R=1-0 43720 85 15,871 1,652 283 3,410 65,021
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ST HRRME

For the year ended 31 December 2006 EZ_—ZFZ

16. PROPERTY, PLANT AND EQUIPMENT 16.

(Continued)

Group (Continued)

The net book value of the Group's property, plant and
equipment includes an amount of HK$4,800,000 (2005:

HK$6,000,000) in respect of assets held under finance
leases.

Property, plant and equipment with an aggregate net book
value at the balance sheet date of HK$42,792,000 (2005:
HK$Nil) were pledged to secure banking facilities granted
to a subsidiary of the Group.

NFF+ZA=1+—HILFE

M- - BMERRE ®

REE (&)
AEB 2  BEAREBEREFERRE

EriEHELHHE 2 BEB14,800,0007T
(ZZEZHF : %A%¥6,000,0007T) °

i ﬁEI © HAPRRTEF{EZ B 42,792,000
TT(ZZTREF : 8) 2V BEMERE
EHEH - NERETAKENEB AR 2R
TTRERE -

17. GOODWILL 17. B8
Group
AEE
HK$'000
BT T
cosT B
At 1 January 2005 R_EZERF—A—H 8,413
Adjustments to accumulated RN & BB 15 5 2R
amortisation on adoption 5 355 I 39 B
of HKFRS 3 B3 (696)
Eliminated on disposal of subsidiaries i &} /& A &) 5K §5 (1,075)
At 31 December 2005 R-ZZETERF+=-_H=+—H 6,642
Eliminated on disposal of subsidiary &K & A ﬂﬁ%?fﬁﬂéj (909)
Reclassified as held for sale B ABELE (396)
At 31 December 2006 R-ZEERF+ZHA=+—H 5,337
AMORTISATION e
At 1 January 2006 R-ZEERF—-—H—H 696
Adjustments to accumulated RN & 8B 15 5 2R
amortisation on adoption 25 355 M 5 B
of HKFRS 3 ZFHE (696)
At 31 December 2005 and 2006 R-ZFEEHF+_-_A=+—-HAR=-FEXE+=-A=+-—H —
IMPAIRMENT A
At 1 January 2005 R_ZEERF—HA—H —
Provided for the year RNEEHRE 909
At 31 December 2005 R-_ZEZERF+-_H=+—H 909
Eliminated on disposal of a subsidiary & & 2 Tﬁﬁfﬁﬁﬁ (909)
Provided for the year REF R 1,136
At 31 December 2006 R-EEXRFEF+-A=+—H 1,136
NET BOOK VALUE REFE
At 31 December 2006 R-BEERE+ZHA=+—H 4,201
At 31 December 2005 R_EBEZERF+_A=+—H 5,733
GFT Holdings Limited EZEIERERAF
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17. GOODWILL (Continued)

Impairment tests for cash-generating units
containing goodwill

Goodwill is allocated to the Group’s cash-generating units
(CGU) identified according to business segment and country
of operation. The entire amount of goodwill have been
allocated to the toy products trading and manufacturing
segment located in Hong Kong:

The recoverable amount of the CGU is determined based
on value-in-use calculations. These calculations use cash flow
projections based on financial budgets approved by
management covering a five-year period (2005: ten-year
period), and a discount rate of 7.8% per annum (2005: 7.8%
per annum). In 2006, cash flows for the five-year period
were extrapolated using a 10% growth rate, while in 2005,
cash flows for the first five-year and the last five-year period
were extrapolated using a 10% and zero growth rate,
respectively. Another key assumption for the value in use
calculations is the budgeted gross margin, which is
determined based on the unit’s past performance and
management’s expectations for the market development.
Management believes that any reasonably possible change
in the key assumptions on which recoverable amount is
based would not cause the aggregate carrying amount to
exceed the aggregate recoverable amount of this CGU.
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[k XE-)
BEHBZREES BN 2 REAR
B

HE2 D2 ERS DSl M EETERZK M
RZIHEELEMN - 2HZ2EBE D

REGREB2HAEREER
i -

e 5

ReEEEu 2 AIRESRERERBER
BEEBE - RFAEEREE RERER
BN EREMSLECRF(ZEER
F:+F)RPZHMBREREF7.8% (=
ZERF  BF78%) LM ERREAE -
E-ZTERF  ARAFzZREREMN
10%ERERMETE - MR _FFTRHF - BA
FREEAFZHRESRENDHILA10% K&
THRXHETF - RAEBEMEEEZHS
—EXERXREEENE - HIREMLB
EXRAMEEBUHM SRR IHEET

FREIE FRAME R BER BRE
R AWBERD  TRIARNLELE
2 REEEFEBALATRESH -



Notes to the Consolidated Financial Statements

ST HRRME

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

18.

19.

PREPAID LEASE PAYMENTS

Prepaid lease payments represent cost paid for medium-
term leasehold land located outside Hong Kong. The cost is
amortised over the leasehold period. The amount to be
amortised more than twelve months after the balance sheet
date amounted to HK$3,327,000 (2005: HK$8,698,000).
The amount to be amortised within the next twelve months
after the balance sheet date of HK$72,000 (2005:
HK$180,000) is included in current assets.

At the balance sheet date, all the leasehold lands were
pledged to secure banking facilities granted to a subsidiary
of the Group (2005: HK$nil).

INTEREST IN SUBSIDIARIES

18. EHEME

FENHERE R R EBIEIN R H
HE i 2 B o 2R ARIR T & HARR 8
o EEREB T —EAKEAEREE KA
BB 13,327,000c (ZEZRF : B
8,698,0007T) - AE HEB T+ @A NEH
M2 FRIA A B 72,0000 (CEZREF
75 #180,0007T) JhET ARENE EE ©

REER  FTERE TGS IRE - JAE
BRFAEE-—HB AR ZRITRHERE
(ZETRE : #)

19. B R Em

Company

AAF
2006 2005
—EBEAREF —ETRF
HK$'000 HK$’000
BT T BT T
Unlisted shares, at cost RETRGD, KA 1 1

Equity share-based payment

in subsidiaries ARE s IR 0 A T I B A R 1,868 —
1,869 1
Less: Impairment losses B OREEE (1,868) —
1 1

In accordance with HKFRS 2 Share-based payment, share-
based payment transactions in which an entity receives
services from its employees as consideration for equity
instruments of the entity are accounted for as equity-settled
transactions (see note 2(r)). The Company recognises the
grant of equity instruments to its subsidiaries’ employees
and eligible participants amounted to HK$ 1,868,000 (2005:
HK$nil) as capital contributions to its subsidiaries.

Particulars of the Company’s subsidiaries at the balance
sheet date, which in the opinion of the directors principally
affected the results, assets or liabilities of the Group are set
out in note 39 to the financial statements.

RREAVBREERE 25 [ARMD X
] EUARO ARG - InREEEE
BRERBEUZEEBRAEETEER
B BRRSEIRURAEREE (R
F20) c ARBIERETHBAREE Z
RAEZTEBRREALEEEK
1,868,000 L (Z T HEF : ) o

REEB  ARFMBAR (BEER/RIA
EAASEEERREZMBRR) 27FE
XM SRR MIEE39 -
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

20. INVENTORIES 20. &

Group

rEE
2006 2005
—EEARF —ZTERF
HK$'000 HK$’000
BT T BT T
Raw material FE M 4,866 4,319
Work in progress &M 1,918 2,115
Finished goods E K 391 2,333
7,175 8,767

MBEGFER (BIE2BEEMEREESR
M) ARK AR AR ©

All inventories, excluding those fully provided for with nil
carrying value, are stated at cost.

21. TRADE AND OTHER RECEIVABLES 21. BRI R EfhEUFRIE

Group Company
rEH PN
2006 2005 2006 2005
—EERE —TTRHF ZEBEERE —ZTTHF
Notes HK$'000 HK$’000 HK$'000 HK$’000
M aE BETT BT T BETT BT T
Trade receivables FE UK BR X 21(a) 23,006 35,384 — —
Other receivables HEWRIE
Deposits, prepayments && ~ B &
and other receivables — E {th & Ug 2 1E 9,642 10,235 224 198
Due from subsidiaries & U Ffi B A =]
KIE 21(b) — — 69,380 70,082
9,642 10,235 69,604 70,280
32,648 45,619 69,604 70,280
GFT Holdings Limited BEZEERERAT
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

21. TRADE AND OTHER RECEIVABLES

(Continued)

(a) Trade receivables

The Group allows an average credit period ranging
from 30 to 90 days to its trade customers. The ageing
analysis of trade receivables (net of impairment losses
for bad and doubtful debts) as of the balance sheet

date is as follows:

21.

e LT B R 2 L At B WL R IR

(%8)

(a)

JE W AR X
AEEGRTERP 2 FHEEHRN T
30290k - REAEER - FEIERFK (0
RRERRBEER) KRR TN
T~

Group

rEE
2006 2005
ZEBEXRE —ETREF
HK$’000 HK$’000
BET T BT IT
0 to 60 days 0%60H 10,851 19,345
61 to 90 days 61290H 3,803 5,031
Over 90 days B0 H 8,352 11,008
23,006 35,384

(b) Due from subsidiaries

The amounts due are unsecured, interest-free and has
no fixed term of repayment.

(b)

e W Bf 8 1 R kIR

FEWRIESS 2 EIEM - B MEREE

GFT Holdings Limited EZEIERERAF
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22. TRADE AND OTHER PAYABLES

22. ENRFRECENRIE

Group Company
rEE AT
2006 2005 2006 2005
ZERERF _TTRF ZBEXRF _TTLF
Notes HK$’'000 HK$'000 HK$’'000 HK$'000
ihr=g BT T BT T BT T BT T
Trade payables PE A3 BR K 22(a) 20,099 17,617 — —
Other payables H fth FE 4 FR 1B
Accrued charges and  FEFT & A R EHAM
other creditors JE SRR R 17,606 11,987 2,941 950
Due to related JE T BEE R 7]
companies PO 22(b) 4,827 13,420 — —
22,433 25,407 2,941 950
42,532 43,024 2,941 950
(@) Trade payables (a) MENBEEZR

The ageing analysis of trade payable as at the balance

RERE - BNE SR ZREDT

sheet date is as follows: PN

Group

AEHE
2006 2005
—EERE —ETRF
HK$'000 HK$’000
BT T BT T
0 to 60 days 02 60H 5,540 6,566
61 to 90 days 61£90H 836 5,694
Over 90 days H#BB90H 13,723 5,357
20,099 17,617

GFT Holdings Limited BEZEERERAT
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

22. TRADE AND OTHER PAYABLES (Continued)

(b)

Due to related companies

The amounts due are unsecured, interest-free and
repayable on demand. The related companies are
owned and controlled by Mr. Leung Wai Ho and Mr.
Wong Chung Shun, directors and shareholders of the
Company.

23. INTEREST-BEARING BORROWINGS

(b

)

22. ENERRRECENSRE @

e BAE R R R IR

FEN IR SEEIN - B RARERK
REER - BMEAFAARRESRER
BRREZREERETERES RIZ
il o

23. HEEE

Group
rEH
2006 2005
—EEXRE —ZEERF
Notes HK$'000 HK$’000
B 5 BT T BT T
Fixed rate loans wholly ARAFERNEHREER
repayable within five ZEBERK
years
Bank loan, secured BEMZIBITER 23(a) 8,800 —
Loan from a third party, EEBZE=H
unsecured B 23(b) — 3,062
8,800 3,062
Current portion mENE D 8,800 1,750
Non-current portion EREE D — 1,312
8,800 3,062

Note:

(a)

(b)

The bank loan is interest-bearing at 7.254% per annum and
repayable within 1 year. The loan is secured by certain
leasehold land and buildings held by the Group in PRC (see
note 16 and note 18) and personal guarantee by Mr. Leung
Wai Ho, a director and shareholder of the Company.

The loan was unsecured, interest-bearing at 1.8% per annum
and had been fully repaid during the year.

(a)

(b)

ﬁﬂ:

RITEFIRGFT7.254% T 2R —F N
B - ZRERTDAEERHE (RHEE16
k18 Az e THEL M RAR
AESERRRFRELE ZEARERE
=B

ZERTEER - HEF1.8%EAER
FAEZHEEE -
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

24. OBLIGATIONS UNDER FINANCE LEASES
Group

24,

Minimum lease

MERERK
AEE

Present value of
minimum lease

payments payments
BREHEER BEEERZRE
2006 2005 2006 2005
—EERE —TTRHF ZEBEERE —ZETHF
HK$'000 HK$'000 HK$'000 HK$’000
BET T BT T BET T BT T
Amount payable: & RIA
Within one year —F R 2,043 2,043 1,813 1,656
In the second to fifth E_FEERF
years inclusive (BRIEEEME) 1,873 3,916 1,801 3,614
3,916 5,959 3,614 5,270
Future finance charges AN IR B 75 7 2 (302) (689) — —
Present value of lease HEEK
obligations ZBE 3,614 5,270 3,614 5,270

25.

The average lease term for its plant and equipment under
finance leases is 3 years (2005: 3 years). Interest rate
underlying all obligations under finance leases is fixed at
8.4% per annum. No arrangements have been entered into
for contingent rental payments.

DEFERRED TAXATION

At the balance sheet date, the Group has unused tax losses
of HK$52,947,000 (2005: HK$23,472,000) available for
offset against future profits. No deferred tax asset has been
recognised in respect of such tax losses due to the
unpredictability of future profit streams. The tax losses will
not expire except for HK$22,659,000 (2005: HK$597,000),
which will expire if they are not ulitised to set off against
the income within five years from the year in which they
arose under the current tax legislation.

GFT Holdings Limited BEZEERERAT
Annual Report 2006

25.

M REREHREZFOHEHRA3F
(ZZZThF  3%F) - MAREHEER
Z N EFREF8.4% - HEW MK AT
BARLHE

B E B E

REFEB - AEB{DERBATIEEIELD
H#52,947,000c (ZETHF : B
23,472,0007T) AL SEAS SRR ) - 1B
RREE AR ET MRS T - Bt S ERE A
ZEVBEEBEERIEEE - ZHBEE
BTERE - KRB 22,659,0007T (=
TERF : BH597,0007T) AN o RIFIR
A8E  WEFENAREAFERERAF
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

26.

SHARE CAPITAL 26. B
2006 2005
—EBAEF —TTREF
Number of Share  Number of Share
shares capital Share capital
RO E R 7 RO E LN
000 HK$000 ‘000 HK$'000
TR BT T T’ BT T
Authorised: EIE
Ordinary shares of BREESE
HK$0.01 each 0.017TZ
T AR 50,000,000 500,000 50,000,000 500,000
Issued and fully paid: ERITRHE
At beginning of the year REF] 1,578,540 15,785 1,528,540 15,285
Issue of shares upon ER AR ER
conversion of convertible R ITAR
notes (Note a) (PFi&E @) — — 50,000 500
Issue of shares upon e & AR 10 B 35 1T
placement of shares &5 (M5 b)
(Note b) 300,000 3,000 — —
Issue of shares upon exercise 77 {5 i A% 42 B 3%
of share options (Note ¢) TR (9 5Eo) 75,142 751 — —
At balance sheet date R&EHER 1,953,682 19,536 1,578,540 15,785
Notes: Ff 5

(@) On 30 September 2004, the Company issued unsecured
convertible notes with an aggregate principal amount of
HK$2,500,000. The convertible notes bear interest at a rate
of 3% per annum. The convertible notes can be converted
into ordinary shares in the Company at a conversion price
of HK$0.05 per share, subject to adjustment, at the option
of noteholders, on any business day after 30 days following
the date of issue of the convertible notes and the maturity
date is 29 March 2006.

On 3 March 2005, all convertible noteholders exercised their
rights to convert the notes into 50,000,000 ordinary shares
of the Company at a conversion price of HK$0.05 per share.

(@) R-ZZETWMFAA=+H - AARET
4A7R 4 %8 A 7S5 2,500,0007T 2 EE IR A]
BIREE - IRRERTIEEF3% 2T
KEE o ZERFA AT ERGUTBRKRE
BERERTHHERE=TREIMNEE
BEMRR S AZRSRAEE0.0570 2 H iR
BERKAQRLEE BB A=T
ERF=ZA=ZF+NH -

R-BERFE=A=0H  FEAHREE
BEATEREZET  mERETRE
#50.057T 1% 7% =R ¥532./450,000,000/% 2
PEIEB o
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

26. SHARE CAPITAL (Continued)

Notes: (Continued)

(b)

Pursuant to a placing and subscription agreement dated 11
October 2006 made between the Company, Charm
Management Limited (“Charm”), a substantial shareholder
of the Company, and the placing agent, the placing agent
agreed to place 300,000,000 ordinary shares in the Company
held by Charm at a placing price of HK$0.04 per share. Also,
the Company agreed to allot and issue 300,000,000 ordinary
shares in the Company to Charm at a subscription price of
HK$0.04 per share.

On 25 October 2006, 300,000,000 ordinary shares of
HK$0.01 each were issued and allotted to Charm at a
consideration of HK$0.04 per share. The net proceeds were
used for additional working capital.

During the year ended 31 December 2006, options were
exercised for 75,141,600 ordinary shares at the exercise price
of HK$0.049 per share under the share option schemes.

All the shares issued during both years rank pari passu with

the existing shares of the Company in all respects.

GFT Holdings Limited BEZEERERAT
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26. R (&)
GERNE-))

(b)

BEARAE ~ ARalEBRKECharm
Management Limited ([Charm]) & &
RERZZZSFT AT —HEZNE
ErREHZE REREREESH
Charm#% 74 2300,000,000% 22 &) % i
f% - RMEEATREK0.047T - B - AR
RIRIE A EAERE0.04T 2 RIBERLE K&
Z%17300,000,000f& A" 2 7] E @ A% T
Charm °

REZZBZERE+A-+AAB - CharmEE
77 K B2 #300,000,0000% & A% m (B 78 ¥
0.0tz EBA% - BIRAREB0.047T -
RS s IEFREE R{ERIINEEE S o

HE-_ZZEF+_A=+—HItF
B REERES - BREDH
75,141,600/0% & % 12 5 I 5 #£0.0497T
ZATIEBITE -

MEEENFE R R B ARG ES S E
BARRRERNZE RS S -
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27. RESERVES 27. #E
Company RRA]
Convertible Share

Share Contributed notes equity options Accumulated
premium surplus reserve reserve losses Total
TRERR
RGEE BHEn BRZRE BRERE ZHEER #st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AETT B%Tr B%Tr BBt BT BETrx

At 1 January 2005 RZZZRE
—A—H 33,124 49,948 262 — (27,538) 55,796
Issue of shares upon conversion iSRS ES: A il
of convertible notes S 2,069 — (262) — = 1,807
Loss for the year AEEER — — — — (4,018) (4,018)
At 31 December 2005 RZZERE
+-A=1+-8 35,193 49,948 — — (31,556) 53,585
At 1 January 2006 RIZERE
—A—H 35,193 49,948 — — (31,556) 53,585
Issue of shares upon placement ARERMTMETL
of shares i 4y) 9,000 — — — = 9,000
Equity settled share-based WERRDXNR S
payment transactions — — — 1,868 — 1,868
Issue of shares upon exercise RERETEM
of share options B 4,799 — — (1,868) = 2,931
Share issue expense RiAETER (144) - = = - (144)
Loss for the year rEEBR — — - - (18,165)  (18,165)
At 31 December 2006 R-BBXRE
tZA=t-H 48,848 49,948 - —  (49721) 49,075

GFT Holdings Limited EZEIERERAF 8
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28. CASH USED IN OPERATIONS 28. REXKEMBAHE

Group
rEH
2006 2005
ZEERAEF —TTRF
HK$'000 HK$’000
BT T BT T
(Loss) Profit before taxation Br 5 AT (B518) & (36,457) 12,044
Depreciation of property, M - WER&E
plant and equipment ZHE 5,336 3,929
Impairment loss recognised in B FE W BR 3 e HoAth
respect of trade and JE W R IE T 7R
other receivables REE R 1,451 20
Impairment loss on goodwill BmEZBAEEE 1,136 909
Provision for obsolete inventories PREFERE
1,516 —
Equity settled share-based VARE 25 R 17
transactions TR S 1,868 —
Loss on disposal of property, HEME - KERRKE
plant and equipment ZEBE 42 12
Gain on disposal of investments HERBEEEREZ
held for trading g = — (2,863)
Gain on disposal of subsidiaries HERB AR 2 WA (355) (2,593)
Amortisation of prepaid lease TERTH ERIE 2 #iE
payments 182 179
Net exchange (gain) loss 5 (W) BiEFE (398) 169
Finance costs Mi%E A 930 103
Interest income FEHA (71) (45)
Changes in working capital: EEERE
Inventories FE 16 (6,521)
Trade and other JFE 5 BR X %
receivables A g W SR8 9,666 (9,078)
Trade and other JE 1~ BR X %
payables H A & - 3R IE 4,047 1,026
Cash used in operations REEZRMBACES (11,091) (2,709)
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29.

30.

MAJOR NON-CASH TRANSACTIONS

During the year ended 31 December 2006, the Group has
no major non-cash transaction. In 2005, the major non-
cash transactions were as follows:

(@) The Group entered into a finance lease arrangement
in respect of property, plant and equipment with a
total capital value at the inception of lease of
HK$6,000,000.

(b) Deposits paid for acquisition of property, plant and
equipment of HK$4,330,000 was transferred to set-
off the construction cost payable due to the same
contractor.

SHARE OPTIONS

Pursuant to the resolution passed at a special general
meeting held on 17 September 2004, the Company adopted
a new share option scheme (the “Scheme”). The Company
operates the Scheme for the purpose of providing incentives
and rewards to eligible participants who contribute to the
success of the Group’s operations. The eligible participants
of the Scheme include the Company’s or its subsidiaries’
executive directors, non-executive directors and employees,
and any business consultants, agents, financial or legal
advisers and any other persons who the Board consider, at
its sole discretion, will contribute or have contributed to
the Group.

The grant of share options should be accepted within 30
days from the date of the grant, at a consideration of HK$1,
being payable by the grantee upon the acceptance of grant.
The options may be exercised at any time within the period
commencing from the date of grant of the options and
expiring on the date determined by the directors, but in
any event such exercise period shall not exceed a period of
ten years commencing on the date the relevant option is
deemed to be granted.

29.

30.

THRAEZEARES

HE-BEAET=A=T—ALEE
ARBRATSRAEZEARS < R
TERF  FHRRLZEAZHOT ¢

() AKEHYE BEERETLRE
BOZHE  BOERF 2 ERBER
75 6,000,0007T ©

(o) WEYWE BEAREZENEZE
78 4,330,0007T £ B R E IR IH FE (S
Rl — A 2 R SRR e

B
RER-_FZEOFAATLERITZIRR
RRIRE ERBZARABR  ARARMA—
TR RE AT &) ([RERAERTE])) - AR A
ARALExA 8 - DASUED Y B2 ¥ SR B AR Th 8
LERBZABRBEE - ZAE 2R E
RSEERRARTRENBRRZHIT
EX FHTEFKEER  RENSEHE
B REA - BBIEEBRRARERNES
SEERNE THAKRER A B/ KA R
ZEMAL -

Rihz BRER AR L BE30RARN
REREBIT  BHARAREARKX
ff-BEREJERLBREZAEEZES
BE B ILHRABERTTE - HEXTTEH
RAEERIER T T SHBARE SR EH
BREAESTF -

HRBZRBRAR
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30. SHARE OPTIONS (Continued)

The exercise price of the share options was determinable by
the directors, but was not able to be less than the higher of
(i) the closing price of the shares as stated in the Stock
Exchange's daily quotations sheet on the date of grant,
which must be a business day; (ii) the average closing price
of the shares as stated in the Stock Exchange’s daily
guotation sheet for the five business days immediately
preceding the date of grant and (iii) the nominal value of
the Company’s share.

Pursuant to the Scheme, the maximum number of shares in
the Company in respect of which options may be granted
when aggregated with any other share option scheme of
the Company is not permitted to exceed 127,854,000
shares, representing 10% of the issued share capital of the
Company as at the date of adoption of the Scheme. Subject
to the issue of a circular and the approval of the shareholders
of the Company in general meeting and/or such other
requirements prescribed under the Listing Rules from time
to time, the Board may refresh the limit at any time to 10%
of the total number of shares in issue as at the date of
approval by the shareholders of the Company in general
meeting. Notwithstanding the foregoings, the shares which
may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Scheme and any
other share option schemes of the Company at any time
shall not exceed 30% of the shares in issue from time to
time.

No option may be granted to any person if the total number
of shares of the Company already issued and issuable to
him under all the options granted to him in any 12 month
period up to and including the date of grant exceeding 1%
of total number of shares in issue as at the date of grant.
Any further grant of options in excess of this 1% limit shall
be subject to the issue of a circular by the Company and
the approval of the shareholders in general meeting. Such
participant and his associates (as defined in the Listing Rules)
abstaining from voting and/or other requirements prescribed
under the Listing Rules from time to time. Options granted
to substantial shareholders or independent non-executive
directors in excess of 0.1% of the Company’s share capital
or with a value in excess of HK$5 million must be approved
in advance by the Company’s shareholders.

GFT Holdings Limited BEZEERERAT
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30. B (&)

BEREZTEEHESEE - BTEER
UTzBmE : (WREBH(ARLEER)
B2 R MERENN 2B EHIE (i)
B A EREE R B NBRMAEE R
EBERZ5 2B FEHRHE KRN 7]
fefn 2 @1E -

RAEZET S AT g I 2 B R R R AR &)
FRE A BEAR R T B P BE IR BB FT P AR
RERHE=EE T 5 iB127,854,000
B - (AR B RRZET B8R A A BIE 1T
R10% ° B R AR B REAIRE
Ae#fE R EMRBITREEZHMBET
FilR - EESnERENEEREELNA
AR A IR R e #hf B Hl 2 B 317 %
HBE10% o Tam EXXFTillE - IRIEZAT S
RARBMEREMEREAEZ R EES
FITE 2 BT M AT AR T RE Al
FEITZ B - RERREBTEBBTH
ERITRH30% °

MR ER L B ER12E A HRE - B
BETAMNATZEBERESLERAT
BT AREIRMDBEREAN KL BEE
BITRDBEN1%  AITSRBEBALR
HEERE - E—PREBBZI%RE L
FEAR BEZR 1 AR R T8 b R IR SR A AR BR
AgfE(BR2EATREBEAL(GE
EZR EMHRA) ERERE) K HZ LW
RAITRIEE 2 HA TR o iR T
ERRIBLIENTES EREBAN
RAElBEAZO 1% REEBRBGEE
5,000,0007T + Rl ZEEAR D R IR R E St
/o
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30. SHARE OPTIONS (Continued) 30. iR (&)
(@) Movements in share options (a) BERGHE S &
The following table discloses movements of the T 2 b 58 N 4 P A A B A
Company’s share options during the year. % o
Number of share options
BRigA

Granted  Exercised Lapsed
Exercise ~ Outstanding during during during  Qutstanding

Date of grant Exercise period price at11.2006  theyear  theyear theyear at31.12.2006
RZZRAE RZB8AE
-B-A R tZRz1-8
RiinH friERe kR HAGR  FARM BAE  FAKR  HAGE
HKS
it
Directors 1 December 2004 31 December 2004 to 00676 7,671,240 - — (7671240 -
£z “2EMET2A-A 30 December 2006

EEMET-AZT-AE
ZEEETZA=TA

Employees 1 December 2004 31 December 2004 to 00676 51,141,600 - —  (51,141,600) -
8 “2EMET2A-A 30 December 2006
“STRET-A=T-RE
“EENETIACTH

16 November 2006 16 November 2006 to 0.0490 — 37570800 (37,570,800) = =
ZEERET-ATA 15 November 2008

R ARALE
“3E)5+-FE

Others 1 December 2004 31 December 2004 to 00676 43470360 - —  (43470300) -
if “EENET-F-8 30 December 2006

ZFEDEtAst-RE
—EENE+-A=1

16 November 2006 16 November 2006 to 0.0490 — 37570800 (37,570.800) - -
EENET-R1RR 15 November 2008
EENET-ATRAE
“EE\Et-F1RA

102283200 75,141,600 (75,141,600) (102,283,200) =

Weight average exercise
prices (HKS)
METHAHREE (5%) 0.0676 0.0490 0.0490 00676 NATER

GFT Holdings Limited EZEIERERAF 8
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30. SHARE OPTIONS (Continued) 30. B (@)

(@) Movements in share options (Continued) () BREZE @)
The following table discloses movements of the TREBEAFARRBRE ZF) -
Company's share options during the prior year.
Number of share options
BRESA
Granted  Exercised Lapsed
Exercise  Outstanding during during during  Qutstanding
Date of grant Exercise period price  at1.12005  theyear  theyear theyear at31.12.2005
imt & 3t R-281%
-A-8 £ tZh=t-A
ik frEsE ke  HAOR  EARM BAE  EAKR HAGR
HKS
it
Directors 1 December 2004 31 December 2004 to 0.0676 7,671,240 — — — 1,671,240
g% “ZERE+-A-H 30 December 2006
“ZENE+-A=+-AZ
ZEENFTZA=TH
Employees 1 December 2004 31 December 2004 to 0.0676 63,927,000 — — (12,785,400) 51,141,600
&8 ZEEMET-A-A 30 December 2006
TEENET-A=T-HE
“BERET-AZTA
Others 1 December 2004 31 December 2004 to 0.0676 43,470,360 - - — 43,470,360
Hff “ZERE+-A-H 30 December 2006
“ZENE+-A=+-AZ
ZEENFTZA=TH
115,068,600 — — (12,785,400) 102,283,200
Weight average exercise
prices (HKS)
IMET 7R (%) 0.0676 - — 00676 0.0676
At the balance sheet date, the weighted average REFER - ARELEEARE 2 TS
remaining contractual life of the Company’s share MBRAOM(ZEZTREF | —F) °

options was nil year (2005: 1 year).

GFT Holdings Limited BEZEERERAT
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

30. SHARE OPTIONS (Continued)

(b)

Share options exercised during the year

During the year, all share options granted in the year
ended 31 December 2006 were exercised at the
exercise price of HK$0.049 per share. The weighted
average closing price of the shares of the Company at
the date of exercise was HK$0.048 per share.

Fair value of share options granted during the
year and assumptions

The fair value of the share options granted during the
year is HK$0.0249 (2005: HK$nil). The estimate of the
fair value of the share options granted is measured
based on Black-Scholes pricing model. The inputs into
the model were as follows:

Closing price of the shares

at the date of grant HK$0.052
Exercise price HK$0.049
Expected volatility 78.75%
Risk-free interest rate 6.75%
Option life 2 years
Expected dividend yield 0.00%

The expected volatility was determined by using the
historical volatility of the share price of the Company
over the previous one year.

The Black-Scholes pricing model has been used to
estimate the fair value of the options. The variables
and assumptions used in computing the fair value of
the share options are based on the directors’ best
estimate. The value of an option varies with different
variables of certain subjective assumptions.

30. EERRRE (©)

(b) MAFERNBITE 2 B
ANEE P FT S 5% A BB R A TR TR
BEMRAE0.0497T1THE + RABIMR
PRITE B 2 INETH YT B RS
7B #£0.0487T ©

o FARLEBEEREZAFER
R
RERNF 2 BIREZ AT ERB
0.02497L (ZZZTRHF : &) - fTE
2 R R A B T ERAM S
m-SRIEERAGE - mzER

ZEABURIOT ¢
B AERG

ZWmE 75 %0.0527T
TEE 75 #0.0497T
T8 HA R 18 78.75%
#= [3 f 1) 3 6.75%
AR EF IR 2F
TEHARR B & 0.00%

TBHR IR JI AR R B B E R AT —F 2
BESLREmERE -

B P 0 3% — T BT AR i B
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31. RETIREMENT BENEFIT SCHEME 31. BIKERGTE

The Group operates a Mandatory Provident Fund Scheme
("MPF Scheme") for all qualifying employees in Hong Kong.
The assets of the schemes are held separately from those of
the Group in funds under the control of trustees. The Group
contributes 5% of relevant payroll costs to the MPF Scheme,
this contribution is matched by employees.

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

During the year, the total amount contributed by the Group
to the relevant retirement benefit schemes are as follows:

AEBREBESEEREERA R
~iEEETE (BB - ZAEEE
HEAKEEENHARTA  FRRIEFEAE
HleEE AEEREBEHFMERAR25%
R EEE EELESR - BEIMELAR

R -

AEBERTEKBLRRZES2 MNP EK
R 2 B E R AREHET & - ZFM
BRRARTEBBZIETE A D LRAENK
B EMFELER - RREFRIEHRE
T o NEEGURRENE B 2 ME—RER
TR R E 2 15K

RAEE - REBFA BRRENE S
BB T

2006 2005

—EERE —EERF

HK$'000 HK$’000

BET T BT T

MPF Scheme RIESFE 210 326
State-management Bl R B IR 2 RIK

retirement benefit schemes mrEErEl 2,152 727

2,362 1,053
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32. DISPOSAL OF SUBSIDIARIES 32. HEMEB QT

2005

On 19 November 2005, the Group disposed of its entire
interest in a 50.01% owned subsidiary, Unique Force
Limited. The disposal was completed on 19 November 2005.
On 28 December 2005, the Group also entered into an
agreement to dispose of its entire interest in a 70% owned
subsidiary, Maple Force Limited. The disposal was completed
on 30 December 2005.

2006

On 22 June 2006, the Group disposed of its entire interest
in two 51% owned subsidiaries, Thunder Force Limited
(“Thunder Force”) and Thunder Tech Electronic Co., Limited
(“Thunder Tech”). Thunder Force was engaged in trading
and manufacturing of electronic components while Thunder
Tech was inactive. The Group discontinued its consumer
products business at the time of disposal of these subsidiaries
on 22 June 2006.

—EERF

RZZEZRF+—ATNAE AEEEH
HEERWBARK —RBERQRZ
50.01 %% - ZBHER_ZTAF+
—A+thBZEK RZZTTRF+=-A=
TNAB  AREETRETHHEEFB70%E
%5 2 M3 B 2 B]Maple Force Limited#) 2 2F
B ZALER-_ZTRFT A=+

RIZEZERENA-+-H ' A&EFEHE

MEEEES 1 %R MBAR —AE
RSERAR ([RERE]) A ERRE

RAF (TAEFRHR]) - ABEMBEHREE
ENBEB T LM MASHRRIEEE
¥ - AEERNEEZZNMB LR - I5F
RRITEEHBEERER AR T
NESNAZ+Z=H) -
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32. DISPOSAL OF SUBSIDIARIES (Continued)

32. HEMEB QT @)

Group
rEH
2006 2005
ZEEARF —TELF
HK$'000 HK$’000
BT T BT T
Net (liabilities) assets disposed ZAEBEFHE 2 (BE)
of by the Group: BEEFRE:
Property, plant and equipment M - WE R&E 926 129
Inventories FE 60 475
Trade and other receivables JFE U5 B R % EL A P U SR IE 1,854 4,529
Bank balances and cash RITHEBR LR 292 800
Bank overdrafts RITEX — (558)
Trade and other payables JRE AT AR SRR % EL A FE A~ R IE (2,446) (2,387)
(144) 2,988
Minority interests DY R R ER (161) (1,961)
(305) 1,027
Attributable goodwill FE(L g — 1,075
(305) 2,102
Gain on disposal S B i e
Continuing operations FRESEET — 10
Discontinued operation (Note 11) B IERE R (HHEE11) 355 2,583
355 2,593
Total consideration satisfied by cash AR & 2 B8R (B 50 4,695
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32. DISPOSAL OF SUBSIDIARIES (Continued) 32. HEMBLQTE @)
Group
rEH
2006 2005
—BEBRE —ETREF
HK$'000 HK$’000
BT T BT T
Net cash (outflow) inflow HERES 2 HS
arising on disposal: O H) mAFER -
Cash consideration ReKE 50 4,695
Bank balances and cash disposed of FTH & Z IRIT&E#H RIEE (292) (800)
Bank overdrafts disposed of FTHE 2 RITEX — 558
(242) 4,453
The impact of Thunder Force and Thunder Tech on the AFRR A FE R E AR BN R A
Group's result and cash flows in the current and prior periods THREEMREREC X EDRY R
is disclosed in note 11 to the financial statements. RHSE11HE -
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33. RELATED PARTY TRANSACTIONS

In addition to the transactions/information disclosed

elsewhere in these financial statements, during the year,

the Group had the following transactions with related

33.

BEEEALTRS

BRRAFBHRREMBOREZRS &
BN RAFER - NEBEAREALT

BET NI

parties.
Related party relationship Nature of transactions 2006 2005
BEEREALTBER XEME —EBERF —TTRF
HK$'000 HK$’000
BETT BT
Key management personnel, Compensation
including directors (note) B
TEEEAE Short-term benefits 3,021 3,430
BREEE (M) 72 B E A
Post employment benefits 48 48
B Bk 12 12 A
3,069 3,478
Companies under common control  Administrative expenses paid:
by executive directors and EXNWITHAX :
shareholders of the Company — staff welfare 157 —
RRTIHITER RIRR AR & B 12 A
2o | /N — transportation 39 10
B
— security 403 —
Rz
— office supplies — 34
WMAEYME
599 44
Sales of goods 84 976
HEED
Purchase of goods — 36
BEEY
Transfer of land use right — 7,500
BRI AR

Note:

The remuneration of directors and key executives is determined
by the board of directors having regard to the performance of

individuals and market trends.
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34. R EKREEBEERBE

AND POLICIES

The Group's major financial instruments include trade and
other receivables, trade and other payables, interest-bearing
borrowings, convertible notes and obligation under finance
leases. Details of these financial instruments are disclosed
in respective notes and the policies on how to mitigate these
risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures
are implemented on a timely and effective manner.

Currency risk

Certain trade and other receivables and trade and other
payables of the Group are denominated in foreign
currencies. 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 arises.

Fair value interest rate risk

Interest rate risk arises from the potential changes in interest
rates that may have an adverse effect on the Group in the
current and future years.

The Group is exposed to fair value interest rate risk through
the impact of interest rates changes on interest bearing
debts and interest bearing cash. The Group does not enter
into any derivative instruments to hedge this risk.

Credit risk

Credit risk refers to the risk that debtors will default on
their obligations to repay the amounts owing to the Group,
resulting in a loss to the Group. The Group has adopted
procedures extending credit terms to customers and in
monitoring its credit risk.

AEBZIZSHMTI AR %F@EH&EE#
ftb FEUCERIE - FEAT BR R R H b FE AT 3K
MEEE - Tﬁﬁxx%&ﬂé%ﬂ%%% 2
FALFSRITANFHARNS RAMRE
FERARBREMMT - EREATE
EE&EQ%%JH:%HA VATEAR RE R B ;B 3K
HER BRE E FE o o

SRR

BTGB 2 e R 3R B B A R R
N A BR AR e EL A AT 5 IELMI\VH%QHE o
ANE BRI MINE BN - A - B

BEeESINERR  IRNBERTERER
B ASNERRR o
o HEF = B

AESGIC ERIESS T L
VR T B AN R R B
ARTHYE -

AEERESEANMESR G ZFRE
A EFERE - KEBIWARRTL
PTE R T B ¥Rt ER -

%%@ﬁ
sEREREASENEFATNETEERR
7($’$l AEMEEMSARERT :'96
MER -  AEBEERARFNEREFZE

HERREEEEEAR -
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34. €riEEEE B £

35.

GFT Holdings Limited
Annual Report 2006

AND POLICIES (Continued)
Credit risk (Continued)

The Group’s current credit practices include assessment and
valuation of customer’s credit reliability and periodic review
of their financial status to determine the credit limits to be
granted.

The maximum exposure to credit risk in the event that the
counterparties fail to perform their obligations as at the end
of the financial year in relation to each to each class of
recognised financial assets is the carrying amount of those
assets as stated in the balance sheet.

As at the balance sheet, the Group has no significant
concentration of credit risk, with exposure spread over a
number of customers and counterparts.

COMMITMENTS

(@) Capital expenditure commitments
At the balance sheet date, the Group had no
commitment (2005: HK$1,651,000) in respect of
expenditure on property, plant and equipment
contracted but not provided for in the financial
statements.

Commitments under operating leases

The Group as lessee

Operating lease payments represent rentals payable
by the Group for certain of its warehouses and office
premises. Leases are negotiated for an average term
of two years (2005: two years) and rentals are fixed
during the lease period.

BB ERARDT

35.

NFETZA=1T—HILEFE

SREE @)

SERR (@
AEERENEEMEREFEETPNE
Er SRR E BT EM SR - IAEE
AR TZEERE -

W TR A RFE AR RERBITER

AERCEREREEZRY - IIAKE
BAX RN EERRASEEARRKMT

HEFEEZEEE -

RERER  AREZEERRREEZER
FPREZSHTF MU EBRBEZEEETE

EE

(a) BANF S AIE
REEH  AEBEBESFTNERE
STAMBERERP 2 WE - BE MR
AYZ2E&AE(CEZERFE : 3K
1,651,0007T) ©

(b) #KETHEFKIE
AEBEEAEEA

REMERBDEASBERNETR
ERBAENEZEE - MOZHE
FHERAME (CEZTRF MW

F) - HeREEHAZESEE
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35. COMMITMENTS (Continued)

(b)

Commitments under operating leases
(Continued)

The Group as lessee (Continued)

At the balance sheet date, the Group had total future
minimum lease payments under non-cancellable

35. KB (&)
(b) KLEFMHEERPE (&)

AEBERAMBAN ()
RERB  AEEREBETARELS
HARTIIRE 2 RARRDEANEES

operating leases, which are payable as follows: MBI
2006 2005
—EEARF —EThF
HK$'000 HK$’000
BET T BT T
Within one year —FR 300 483
In the second to fifth F_FEERF
year inclusive (BREERWF) 157 117
457 600
The Group as lessor AEEEREEA

The Group leases out part of its properties under
operating leases with average lease terms of 2 to 3
years. The future aggregate minimum rental
receivables under non-cancellable operating leases are
as follows:

AEERBLLEEERH 2 MO WHEFH
HEHB2E3F - REFATREHLEHELD
ZARRREEREES@BEMNT ¢

2006 2005

—EEXREF —ETRF

HK$'000 HK$’000

BT T BT T

Within one year —F R 47 793
In the second to fifth F_FEERF

year inclusive (BREERERF) 43 793

20 1,586
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HREE

36. CONTINGENT LIABILITIES 36.

Group

On 8 October 2004, Mr. Kwok Chin Wing (“Kwok"), a
former director of the Company, commenced legal
proceedings (“the Action”) against the Company in respect
of the loans due from two former subsidiaries of the
Company, namely, Rockapetta Industrial Company Limited
and Grand Extend Investment Limited, for a sum of
approximately HK$44.5 million and accrued interest thereof.

The Action is still pending in the High Court of Hong Kong
SAR. The Company had already completed discovery of all
documentary evidence and exchange of witness statements
as to the fact pursuant to the directions of the Court and
also obtained Counsel’s advice on the pleadings, evidence
and merit of defence in the Action. The Company was ready
to proceed with the trial of the Action since early 2006.

However, Kwok took out applications in the Action in July
2006 for substantial amendments to his Re-Re-Amended
Statement of Claim (“the Amendment Application”) and
joinder of party to the Action (“the Joinder Application”).
The Amendment Application and the Joinder Application
had substantially delayed the setting of the Action for trial.

The Amendment Application and the Joinder Application
were granted by the Court on 19 April 2007 and the parties
are now working on the proper directions to be sought for
the further conduct of the Action. Notwithstanding the
substantial amendments made to the Re-Re-Amended
Statement of Claim and the joining of a new party to the
Action, the Solicitors and Counsel acting for the Company
still hold good for their advice previously delivered to the
Company. With the benefit of the advice of the Solicitors
and Counsel acting for the Company, the directors of the
Company formed the opinion that Kwok does not have a
valid claim against the Company and therefore it is unlikely
to have any material adverse financial impact on the Group.
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36. CONTINGENT LIABILITIES (Continued)

Company

37.

At 31 December 2006, the Company had executed an

unconditional and irrevocable guarantee to secure banking

facilities in respect of a finance lease granted to a subsidiary.

The aggregate outstanding balances due by the subsidiary
amounted to HK$3,614,000 as at 31 December 2006 (2005:
HK$5,270,000).

POST BALANCE SHEET EVENTS

(a)

(b)

On 23 November 2006, the Company entered into an
agreement with Sky Hawk International Limited, a third
part, to dispose its entire interest in Good Prosper
Trading Limited (“GPTL"), a wholly owned subsidiary,
and the amounts owed by GPTL to the Company and
its subsidiaries that are outstanding at completion of
the agreement at a consideration of HK$20 million.
The disposal is expected to be completed in May 2007.

On 24 January 2007, the Board proposed to effect
the share consolidation (“Share Consolidated”) on the
basis that every five issued and unissued shares of
HK$0.01 each will be consolidated into two
consolidated shares of HK$0.025 each (“Consolidated
Share”). The Share Consolidation was approved by the
shareholders of the Company in the special general
meeting held on 5 March 2007 (“SGM") and the Share
Consolidation was effective from 6 March 2007.
Details of the Share Consolidation are set out in the
circular issued by the Company dated 14 February
2007.

36. B

37.

NFF+ZA=1+—HILFE
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37. POST BALANCE SHEET EVENTS (Continued)

(@)

On 24 January 2007, the Company entered into a
conditional share placing agreement with Hani
Securities (H.K.) Limited (“Placing Agent”) whereby the
Placing Agent agreed to place up to 340,000,000 new
Consolidated Shares at a price of HK$0.10 per
Consolidated Share to placees who are independent
third parties procured by the Placing Agent. Of those
Consolidated Shares, the Placing Agent has agreed to
place 150,000,000 new Consolidated Shares on a fully
underwritten basis, with the balance of up to
190,000,000 new Consolidated Shares to be placed
on a best effort basis. The net proceeds from the share
placing amounted to approximately HK$33 million. The
share placing was approved by the shareholders of the
Company in the SGM.

220,000,000 new Consolidated Shares and 120,000,000
new Consolidated Shares were issued and allotted to
HKSCC Nominees Limited at a consideration of HK$0.10
per Consolidated Share on 14 March 2007 and 11 April
2007 respectively. The net proceeds of approximately
HK$33 million will be used as additional working capital
and for future investment opportunities for the Group.
These shares rank pari passu with the existing shares of
the Company in all respects.
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37. POST BALANCE SHEET EVENTS (Continued)

(d)

(e)

On 24 January 2007, the Company entered into a
conditional note placing agreement with the Placing
Agent whereby the Placing Agent would procure, on
a best effort basis, subscribers to subscribe for the
convertible notes in the aggregate principal amount
of up to HK$34 million to be issued by the Company
("Convertible Notes") which carrying right to convert
into shares of the Company at a conversion price of
HK$0.10 per Consolidated Share (subject to
adjustments). The net proceeds from the note placing
will amount to approximately HK$33.6 million and will
be used as additional working capital and for future
investment opportunities for the Group. The issue of
Convertible Notes and note placing were approved by
the shareholders of the Company in the SGM. Details
of which are set out in the circular issued by the
Company dated 14 February 2007.

On the 16 April 2007, Prosper Overseas Limited
("POL"), a wholly owned subsidiary of the Company
entered into an agreement with Innovative Sonic
International Limited, a company which is beneficially
owned and controlled by Mr. Leung Wai Ho and Mr.
Wong Chung Shun, both are directors and substantial
shareholders of the Company, to dispose of its entire
interest in GFT Holding Limited and the rights of and
benefits in the total amount of loans or advances
outstanding and owing from Great Force Technology
Limited, one of the subsidiaries of GFT Holding Limited,
to POL as at the date of completion of the agreement
at a consideration of HK$2.00. The disposal is
conditional upon (a) the approval by independent
shareholders at a special general meeting; (b) the
release by the banks of the obligation of the Company
as a corporate guarantor under the existing banking
facilities granted to GFT Holding Limited group; and
(c) all necessary consents being granted by third parties.
Details of disposal are set out in the announcement
issued by the Company dated 17 April 2007.

37. REHESEE ®)

(d)

(e)

NR-ZZET+E—F-+WME - KA F
HEEREBEITLE KRB EH
o B BRERIBBAZNEER
FREAREARBBEIT2ERE
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A o ERREMBRIBFRLESK
33,600,0007T * S EAREBREINE
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ZEZLFEMA+ARE  AREIERE
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N W - BE HERGFT Holding
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38.

39.

COMPARATIVE FIGURES

Certain comparative figures, particularly relate to
discontinued operation, have been reclassified to conform

to the current year's presentation.

PARTICULARS OF SUBSIDIARIES OF THE

COMPANY

38. LkEEHF

ETHERFEEFHOVE  LERERIE
REXBZLEBHT  UWHEAFENZE

39. AR FEMEREFE

Annual Report 2006

Issued
Place of and paid-up Proportion ownership
incorporation/ Place of share capital/ interest held by the Principal
Name of subsidiary establishment operation registered capital Company activities
R BRTRAERE/
WEARER B 3t B BeEw dfEx ARG RRL TEXR
Directly Indirectly
E# k3
Capital Prosper Limited Hong Kong Hong Kong HK$2 100% — Inactive
ordinary share
& & AT TEEY
B
GFT Group Limited British Virgin PRC US$1 — 100% Inactive
Islands ordinary share
RERUES h B E3 TEEX
el
GFT Holding Limited British Virgin Hong Kong US$640,000 — 100% Investment
Islands ordinary share holding
RERUES BE 640,000% 7T REER
el
GFT International Macau Macau MOP100,000 — 100% Trading of
(Macao Commercial quota share electronic
Offshore) Limited toys
RLEER (RMBR R R 100,0002F9 7T EE
AERK) AR A R EfoA
Good Prosper Trading British Virgin Hong Kong Us$1 100% — Securities
Limited Islands ordinary share trading and
investment
RERNES BA E3 E#EE
el k&E
GFT Holdings Limited BEZEERERAT
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

39. PARTICULARS OF SUBSIDIARIES OF THE 39. XA T B A AHE &)

COMPANY (Continued)

Issued
Place of and paid-up Proportion ownership

incorporation/ Place of share capital/ interest held by the Principal

Name of subsidiary establishment operation registered capital Company activities
B30 BRTRMZRE/

WEARER B 3L 40 B e afEx LNCNiEss: $:354t] TEXH

Directly Indirectly
B# ke

Great Force Technology Hong Kong Hong Kong HK$2 = 100% Investment

Limited ordinary share holding

EHH(BB) BRAA BE BE BT REZR
ERK

New Challenge Limited Hong Kong Hong Kong HK$1,000,000 = 85%  Research and

ordinary share development

of toy

products and

provision of

marketing

services

MERRAR BB BB 75%1,000,0007C mAEMZHE

EE] RFE K

RETHISH ERY

Prosper Overseas Limited Hong Kong Hong Kong HK$2 100% = Investment

ordinary share holding

BEGHNERAR BE BE BT REZR
ERK

Prosper Services Limited Hong Kong Hong Kong HK$2 100% = Provision of

ordinary share management

services to

the Group

BA BA BT AA%E

gl REE R R

GFT Holdings Limited EZEIERERAF
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For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

39. PARTICULARS OF SUBSIDIARIES OF THE

COMPANY (Continued)

39. KRB E R BAFHE &)

Issued
Place of and paid-up Proportion ownership
incorporation/ Place of share capital/ interest held by the Principal
Name of subsidiary establishment operation registered capital Company activities
B30 BRTRAERE/
WEARER B 3L 40 B e afEx KRR ERL A TEXK
Directly Indirectly
B# ke
Sky Union (Far East) Limited Hong Kong Hong Kong HK$4 — 100% Investment
ordinary share holding
ARER) BARAA BE BE B4 RERK
ERK
Yanyan Force Limited Hong Kong Hong Kong HK$100 = 60% Trading
ordinary share of toys, gifts
and premiums
MMBRAH BB BB 1007 RERSE
Bk & Bm
ERm
Wiz Limited Hong Kong Hong Kong HK$1 100% — Provision of
ordinary share management
services to
the Group
SMARRAA BE BE BRI AARE
ERK RUEERS
RRIETF(EM) PRC PRC HK$27,898,000 — 100% Manufacturing
BRBEAF (Note) paid-up capital and sales of
toys
EHEF (BM) ARAR (EE) hE hE 75127,898,0007 RERHE
BEQER A
GFT Holdings Limited BEZEERERAT
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A B R R R B R

For the year ended 31 December 2006 EZ_—EENF+_-_F=+—HIFE

39. PARTICULARS OF SUBSIDIARIES OF THE 39. KA RAMB A RS (&)
COMPANY (Continued)

Issued
Place of and paid-up Proportion ownership
incorporation/ Place of share capital/ interest held by the Principal
Name of subsidiary establishment operation registered capital Company activities
B30 BRTRAERE/
WEARER B 3t B BELH dfEx KRR ERL A TEXK
Directly Indirectly
B R
KEREM) EFARAA (Note) PRC PRC US$4,200,000 — 100%  Investment
paid-up capital in land
AR (BM) EFHRAR (F3) FE e 4,200,000% 7T THRE
BREXAEF PRC PRC RMB500,000 — 100%  Investment
BR2AF (Note) paid-up capital in land
BREERTEFHERLF (i) PE P E AR ¥500,0007T THRE
BREEREE T PRC PRC RMB500,000 — 100%  Investment
AR 27 (Note) paid-up capital in land
BEEXAREFERRA (M) e FE AR #500,0007T TiHRE
Note: These companies are wholly foreign-owned enterprise fizE : ZEARHARPENLZ ZIIEEE
established in the PRC. 3 o

None of these subsidiaries had issued any debt securities at RELRFFRNERERE - HEA R ER

the end of the year or at any time during the year. TEMEBES °

GFT Holdings Limited EZ4E¢RIRERANF 10
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