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Notes to the Accounts 1§ B K&t

1. PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of
these accounts are set out below:

(a) Basis of preparation

The accounts have been prepared in accordance with accounting
principles generally accepted in Hong Kong and comply with
accounting standards issued by the Hong Kong Society of
Accountants (“HKSA"). They have been prepared under the
historical cost convention, as modified by the revaluation of
land and buildings.

In the current year, the Group adopted Statement of Standard
Accounting Practice No. 12 “Income Taxes” issued by the HKSA
which is effective for accounting periods commencing on or
after 1 April 2003. The changes to the Group’s accounting policies
upon the adoption of the new SSAP 12 are set out in note 1(j)
below.

(b) Group accounting

(i) Consolidation

The consolidated accounts include the accounts of the Company
and its subsidiaries, together with the Group’s share of post-
acquisition results and reserves of its associated company under
the equity method of accounting, made up to 31 March.

Subsidiaries are those entities in which the company, directly
or indirectly, controls more than one half of the voting power;
has the power to govern the financial and operating policies;
to appoint or remove the majority of the members of the board
of directors; or to cast majority of votes at the meetings of the
board of directors.

The results of subsidiaries and associated company acquired or
disposed of during the year are included in the consolidated
profit and loss account from the effective date of acquisition or
up to the effective date of disposal, as appropriate.

All significant intercompany transactions and balances within
the Group are eliminated on consolidation.
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Notes to the Accounts 1§ B K&t

1. PRINCIPAL ACCOUNTING POLICIES (Cont’d)
(b) Group accounting (Cont’d)

(i) Consolidation (Cont’d)

The gain or loss on the disposal of a subsidiary represents the
difference between the proceeds of the sale and the Group’s
share of its net assets together with any unamortised goodwill
or negative goodwill or goodwill/negative goodwill taken to
reserves and which was not previously charged or recognised
in the consolidated profit and loss account.

Minority interests represent the interests of outside shareholders
in the operating results and net assets of subsidiaries.

In the company’s balance sheet the investments in subsidiaries
are stated at cost less provision for impairment losses. The results
of subsidiaries are accounted for by the company on the basis
of dividends received and receivable.

(i)  Associated company

An associated company is a company, not being a subsidiary or
a joint venture, in which an equity interest is held for the long-
term and significant influence is exercised in its management.

The consolidated profit and loss account includes the Group's
share of the results of an associated company for the year, and
the consolidated balance sheet includes the Group's share of
the net assets of the associated company and goodwill/negative
goodwill (net of accumulated amortisation) on acquisition.

Equity accounting is discontinued when the carrying amount
of the investment in an associated company reaches zero, unless
the Group has incurred obligations or guaranteed obligations
in respect of the associated company.

Unrealised gains on transactions between the Group and its
associates are eliminated to the extent of the Group'’s interest
in the associates; unrealised losses are eliminated unless the
transaction provides evidence of an impairment of the asset
transferred.
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Notes to the Accounts 1§ B K&t

1. PRINCIPAL ACCOUNTING POLICIES (Cont'd)
(b) Group accounting (Cont’d)

(iir) Translation of foreign currencies

Transactions in foreign currencies are translated at exchange
rates ruling at the transaction dates. Monetary assets and liabilities
expressed in foreign currencies at the balance sheet date are
translated at rates of exchange ruling at the balance sheet date.
Exchange differences arising in these cases are dealt with in
the profit and loss account.

The balance sheet of subsidiaries and associated company
expressed in foreign currencies are translated at the rates of
exchange ruling at the balance sheet date whilst the profit and
loss account is translated at an average rate. Exchange differences
arising in these cases are dealt with as a movement in reserves.

(c) Fixed assets and depreciation

Construction-in-progress is stated at cost which includes
development and construction expenditure incurred and other
direct costs attributable to the development less any accumulated
impairment losses.

Other fixed assets are stated at cost or valuation less accumulated
depreciation and accumulated impairment losses.

Land and buildings are depreciated over the period of the leases,
while other fixed assets are depreciated at rates sufficient to
write off their cost less accumulated impairment losses over their
estimated useful lives on a straight-line basis. The principal annual
rates are as follows:

Land 2% t02.2%

Buildings 2% to 4% (lease terms)

Fixtures and leasehold 8% to 10%
improvements

Machinery 10% to 20%

10% to 15%
10% to 33.33%

Moulds and tooling
Furniture and computer
equipment
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1. PRINCIPAL ACCOUNTING POLICIES (Cont’d)
(c) Fixed assets and depreciation (Cont’d)

Land and buildings are subject to independent valuations on a
regular basis, with the last valuation performed on 31 March
2002. In the intervening years, the Directors review the carrying
value of land and buildings and adjustment is made where they
consider that there has been a material change. Any increase
in valuation of land and buildings is credited to the fixed assets
revaluation reserve. Decrease in valuation is first offset against
increase on earlier valuations in respect of the same land and
buildings and is thereafter debited to operating profit. Any
subsequent increase is credited to operating profit up to the
amount previously debited.

Improvements are capitalised and depreciated over their expected
useful lives to the Group.

Fixed assets held under finance leases are recorded and
depreciated on the same basis as described above.

At each balance sheet date, both internal and external sources
of information are considered to assess whether there is any
indication that fixed assets are impaired. If any such indication
exists, the recoverable amount of the asset is estimated and
where relevant, an impairment loss is recognised to reduce the
asset to its recoverable amount. Such impairment losses are
recognised in the profit and loss except where the asset is carried
at valuation and the impairment loss does not exceed the
revaluation surplus for that same asset, in which case it is treated
as a revaluation decrease.

The gain or loss on disposal of a fixed asset is the difference
between the net sales proceeds and the carrying amount of
the relevant asset, and is recognised in the profit and loss account.
Any revaluation reserve balance remaining attributable to the
relevant asset is transferred to retained earnings and is shown

as a movement in reserves.
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Notes to the Accounts 1§ B K&t

1. PRINCIPAL ACCOUNTING POLICIES (Cont'd)
(d) Assets under leases

(i) Finance leases

Leases that substantially transfer to the Group all the risks and
rewards of ownership of assets are accounted for as finance
leases. Finance leases are capitalised at the inception of the lease
at the lower of the fair value of the leased assets or the present
value of the minimum lease payments. Each lease payment is
allocated between the capital and finance charges so as to achieve
a constant rate on the capital balances outstanding. The
corresponding rental obligations, net of finance charges, are
included in long-term liabilities. The finance charges are charged
to the profit and loss account over the lease periods.

(i) Operating leases

Leases where substantially all the risks and rewards of ownership
of assets remain with the leasing company are accounted for
as operating leases. Payments made under operating leases net
of any incentives received from the leasing company are charged
to the profit and loss account on a straight-line basis over the
lease periods.

(e) Inventories

Inventories comprise raw materials, work in progress and finished
goods are stated at the lower of cost and net realisable value.
Cost, calculated on the first-in, first-out basis, comprises materials,
direct labour and an appropriate proportion of all production
overhead expenditure. Net realisable value is determined on the
basis of anticipated sales proceeds less estimated selling expenses.

(f) Accounts receivables

Provision is made against accounts receivables to the extent they
are considered to be doubtful. Accounts receivables in the balance
sheet are stated net of such provision.

(g) Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at
cost. For the purposes of the cash flow statement, cash and
cash equivalents comprise cash on hand, deposits held at call
with banks and cash investments with a maturity of three months
or less from date of investment and bank overdrafts.
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1. PRINCIPAL ACCOUNTING POLICIES (Cont’d)
(h) Provisions

Provisions are recognised when the Group has a present legal
or constructive obligation as a result of past events, it is probable
that an outflow of resources will be required to settle the
obligation, and a reliable estimate of the amount can be made.
Where the Group expects a provision to be reimbursed, the
reimbursement is recognised as a separate asset but only when
the reimbursement is virtually certain.

(i) Employee benefits

(i) Employee leave entitlements

Employee entitlements to annual leave and long service leave
are recognised when they accrue to employees. A provision is
made for the estimated liability for annual leave and long service
leave as a result of services rendered by employees up to the
balance sheet date. Employee entitlements to sick leave and
maternity leave are not recognised until the time of leave.

(i) Retirement benefits
The Group's contributions to the defined contribution retirement
plans are expensed as incurred.

(i) Long service payments

The Group's net obligation in respect of long service payments
on cessation of employment in certain circumstances under the
Hong Kong Employment Ordinance is the amount of future benefit
that employees have earned in return for their service in the
current and prior periods. The obligation is calculated using the
projected unit credit method, discounted to its present value
and reduced by entitlements accrued under the Group'’s retirement
plans that are attributable to contributions made by the Group.
The discount rate is the yield at balance sheet date on high
quality corporate bonds which have terms to maturity
approximating the terms of the related liability.
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Notes to the Accounts 1§ B K&t

1. PRINCIPAL ACCOUNTING POLICIES (Cont'd)
() Deferred taxation

Deferred taxation is provided in full, using the liability method,
on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the accounts. Taxation
rates enacted or substantively enacted by the balance sheet date
are used to determine deferred taxation.

Deferred tax assets are recognised to the extent that it is probable
that future taxable profit will be available against which the
temporary differences can be utilised.

Deferred taxation is provided on temporary differences arising
on investments in subsidiaries and associated company, except
where the timing of the reversal of the temporary difference
can be controlled and it is probable that the temporary difference
will not reverse in the foreseeable future.

In prior year, deferred taxation was accounted for at the current
taxation rate in respect of timing differences between profit as
computed for taxation purposes and profit as stated in the
accounts to the extent that a liability or an asset was expected
to be payable or recoverable in the foreseeable future. The
adoption of the new SSAP 12 represents a change in accounting
policy, which has been applied retrospectively so that the
comparatives presented have been restated to conform to the
changed policy.

As detailed in note 26 to the accounts, the retained earnings at
1 April 2002 and 2003 have been reduced by HK$3,275,000
and HK$4,510,000, respectively, while the fixed assets revaluation
reserve as at 1 April 2002 and 2003 have been reduced by
HK$1,569,000 and HK$ 1,689,000, respectively. The change has
resulted in an increase in deferred tax assets and deferred tax
liabilities at 31 March 2003 by HK$ 1,354,000 and HK$7,553,000,
respectively. The profit attributable to shareholders and fixed
assets revaluation reserve for the year ended 31 March 2003
have been reduced by HK$1,235,000 and HK$120,000,
respectively.
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1. PRINCIPAL ACCOUNTING POLICIES (Cont’d)
(k) Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by the
occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Group. It can also
be a present obligation arising from past events that is not
recognised because it is not probable that outflow of economic
resources will be required or the amount of obligation cannot
be measured reliably. A contingent liability is not recognised
but is disclosed in the notes to the accounts. When a change in
the probability of an outflow occurs so that the outflow is
probable, it will then be recognised as a provision.

A contingent asset is a possible asset that arises from past events
and whose existence will be confirmed only by the occurrence
or non-occurrence of one or more uncertain events not wholly
within the control of the Group. Contingent assets are not
recognised but are disclosed in the notes to the accounts when
an inflow of economic benefits is probable. When inflow is virtually
certain, an asset is recognised.

() Turnover and revenue recognition

Revenue from the sale of goods is recognised on the transfer
of risks and rewards of ownership, which generally coincides
with the time when the goods are delivered to customers and
title has passed.

Operating lease rental income is recognised on a straight-line
basis.

Revenue from the provision of management service is recognised
when the service is rendered.

Interest income is recognised on a time proportion basis, taking
into account the principal amounts outstanding and the interest
rates applicable.

Advance payments received from customers prior to delivery of
goods are recorded as receipts in advance.
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Notes to the Accounts 1§ B K&t

1. PRINCIPAL ACCOUNTING POLICIES (Cont'd)
(m) Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset that necessarily takes a
substantial period of time to get ready for its intended use or
sale are capitalised as part of the cost of that asset. All other
borrowing costs are charged to the profit and loss account in
the year in which they are incurred.

(n) Segment reporting

In accordance with the Group’s internal financial reporting the
Group has determined that business segments be presented as
the primary reporting format and geographical as the secondary
reporting format.

Unallocated costs represent corporate expenses. Segment assets
consist primarily of fixed assets, inventories, receivables and
operating cash. Segment liabilities comprise operating liabilities
and exclude items such as taxation and certain corporate
borrowings. Capital expenditure comprises additions to intangible
assets and fixed assets.

In respect of geographical segment reporting, sales are based
on the country in which the customer is located and total assets
and capital expenditure are where the assets are located.
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2. RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability,
directly or indirectly, to control the other party or exercise
significant influence over the other party in making financial
and operating decisions. Parties are also considered to be related
if they are subject to common control or common significant
influence.

(a) Significant transactions with related parties are summarised

2. BEALXRE

BEAL RS AR ERRERES S0
SRMEL RIS M S ERERITEERTZE N
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(@) HEBATZERRZZMWEWT

below:
2004 2003
—EENFE T =F
Note HK$’000 HK$'000
FitaE FERT FH&T
Rental income earned from MEAER AT
Kar-Info Company Limited, (FZARIBAARA]
which is beneficially owned BEMEEEE
and controlled by the family REEREB R
of Mr. Ho Cheuk Fai, PEH) WERAE &
a director of the Company WA (i) 157 202
Rental charged by Kings Lion X NHEETHMER
Development Limited, which BRAR GAA]
is beneficially owned and MARRES
controlled by the family of Al ke 98 5 HE K Tk
Mr. Ho Cheuk Fai, a director EaEa kizEH)
of the Company () 1,269 1,266
Management service income BN e
earned from an associated company BEEBRA (i) 1,373 —
Sales to an associated company HE THEAR] (ii) 551 —
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Notes to the Accounts 1§ B K&t

2. RELATED PARTY TRANSACTIONS (Contd) 2.
@  (Contd) (@)
Notes Hifat
(i) In the opinion of the Company's Directors and the Group's (i)

management, these related party transactions were conducted
in the normal course of business of the Group and in accordance
with the terms of the agreements.

BEALRS &)

(%)

RRAREZRAEEERERR it 2 B
AT RGEIRARE B BEEBIZFIALEE
BXRGRRETRAEEEERA LS BREE
ZARFREAT ©

(i) In the opinion of the Company's Directors and the Group's (ii)

management, sales to an associated company were conducted §H

in the normal course of businesses and at prices and terms
mutually agreed by the respective parties.

RRABERERASEEIEES
mE R IERFEHERN KBS EA
TEHEREZ B RIRRET -

RIS W/NE]

(b)  Details of amounts due from related companies (included (b) BIENESEWIRS 2 EUEE:EN R
in trade receivables) are as follows: B2 FEWT
2004 2003
—E2ENFE —TT=F
HK$'000 HK$'000
FET FET
Kar-Info Company Limited FBBRAR] 190 204
Kings Lion Development Limited MERBRAR] - 134
190 338
Details of amount due to a related company is as follows: FENEE A RIRIBZFFIBAT ¢
2004 2003
—EEMEF —ET=F
HK$’000 HK$'000
THERT FET
Castford Industrial Company Castford Industrial
Limited, which is beneficially Company Limited
owned and controlled by the (ZARIHARA
family of Mr. Ho Cheuk Fai, i%ﬂ)ﬁﬁ%?ﬁi%ﬁ%
a director of the Company EmEa Rzl - 273

The outstanding balances with related companies are unsecured, ZERE N RIMAREERE C RIEREER - 5
non-interest bearing and without pre-determined repayment ﬂ BREREFEENRE -

terms.
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3. TURNOVER AND REVENUE

Analysis of turnover and revenue is as follows:

3. EXBEREA
BEBRBRAZAHTWT :

2004 2003
—EENF —EE=F
HK$’000 HK$'000
TEx FETT
Sales revenue SHE WA

Metal and plastic business RE BB 963,002 843,623

Electronic manufacturing services BFEERKT
business i 729,958 894,356
Turnover R 1,692,960 1,737,979
Rental income AU A 3,592 5,789
Management service income ERBIA 1,373 —
Interest income FBUA 1,620 3,101
Total revenue U 1,699,545 1,746,869

During the year ended 31 March 2004, approximately 74% (2003:
80%) of the Group's turnover was related to sales made to its

five largest customers.

R-EENF=A=+—HIEFERAREF
HHEMAEE 2 BERENT74% (CEE=F ¢

80%) °
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Notes to the Accounts 1§ B K&t

4. OPERATING PROFIT

Operating profit is determined after charging or crediting the

following items:

4.

AR

REaE N ek RET A TEIRIE

2004 2003
—BENFE —TT=F
HK$’000 HK$'000
FET TET
Charging: - Bk —
Depreciation of fixed assets EEBENTE
— owned assets —BEEE 28,738 24,981
— assets held under finance leases —URERERAECZEE 5,752 7,074
34,490 32,055
Provision for obsolete and slow-moving PRE RFHEFE
inventories R 483 1,157
Staff costs (including directors’ 8 TR A
emoluments) (Note 6) (BIEEEME) (FH:E6) 133,954 131,849
Operating lease rental of premises MAYEZREHERS 9,843 9,787
Net exchange loss VE 5 B 18550 604 1,316
Auditors’ remuneration ZEEME & 931 898
Crediting: — EitA  —
Interest income on bank deposits SRITIF 2 F B UL A 1,620 3,101
Net gain on disposal of fixed assets & Bl E & E W F 5 196 473
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5. FINANCE COSTS
2004 2003
—EERNFE 2 —TT=F
HK$’000 HK$'000
TEx FETT
Interest on AME
— bank loans and overdrafts —RITERNEBEX 5,728 9,274
— finance leases —mEHEE 293 803
— factoring of trade receivables —E 5 YR 1 274
— others =y} 123 50
6,145 10,401
6. STAFF COSTS
Staff costs, including directors’ emoluments, consisted of: BTIKRABEESME 2 AR
2004 2003
—EEMF —FTE=
HK$’000 HK$'000
FET FETT
Wages and salaries T & 132,147 128,000
Pension costs — defined BRIKKAR—FRE
contribution plans HRETE 2,488 2,699
(Write-back of)/provision for RERS S (B@E)
long service payments (Note 22) A5 (F15E22) (681) 1,150
133,954 131,849
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7. DIRECTORS’ AND SENIOR EXECUTIVES’
EMOLUMENTS

(@) Details of emoluments paid/payable to directors of the
Company are as follows:

7. EERSRITHRAEME

(@ ARFERNENEEMEZFHEWT

2004 2003

—EEMF —ETE=F

HK$'000 HK$'000

FET FETT

Fees for executive directors HITEEHES - =

Fees for independent BN IERITES

non-executive directors wE 330 200
Other emoluments for WITEEZ
executive directors E b fie

— Basic salaries and allowances —HE A& NMER 7,863 7,723

— Discretionary bonus — BB M IEAL 6,163 8,417

— Pension scheme contributions —iRIREETEI 2 5% 60 60

14,416 16,400

During the year ended 31 March 2004, certain directors exercised
share options, which were granted between June 1999 and
November 2002, to acquire 10,080,000 ordinary shares of the
Company at exercise prices ranging from HK$0.3 to HK$1.65
per share. The market prices of the shares at the dates of exercising
these options ranged from HK$1.68 to HK$2.85 per share. The
difference between the exercise prices and the market prices
arising from the exercise of the above share options amounting
to approximately HK$20,379,000 has not been reflected in the
above analysis and the band analysis below.

No directors waived any emoluments during the year (2003:
Nil). No incentive payment for joining the Group or compensation
for loss of office was paid/payable to any director during the
year (2003: Nil).

R-ZZNFE=ZA=+—HIEFER  5ETE
ETER—AANEANAZE_ZEZE_F+—A
T2 EigrE - ITEEEARR0.38TTE.65
ABITEE!S10,080,0008N A A) 2 EiEmA% - miT{E
BRER 2 SR T{ER1.688LE2.858 T2
o RRTTEA ERERRE M E A 2 1T E T
B2 1824920,379,000 7T » WARKMAEMN £
AT R TEAERIDHT ©

AELRBEEHEMS (CTT=F : §) -
TORB BN,/ N T IR TEME R ARSI E
IBREBS R HECTT=F § -
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7. DIRECTORS’ AND SENIOR EXECUTIVES’
EMOLUMENTS (Contd)

(@  Analysis of directors’ emoluments by number of directors

7. EERSRITBRAEME @

@) ZmEZABEMEERENZEEZHE

and emolument ranges is as follows: IO
2004 2003
—EENE —TE=F
Executive directors HITES

— Nil to HK$1,000,000 -0 £1,000,0007% 7T 1 1
— HK$1,000,001 to HK$ 1,500,000 —1,000,001%87c £ 1,500,000/ 70 1 1
— HK$1,500,001 to HK$2,000,000 —1,500,0017 022,000,000/ 7T 1 1
— HK$2,000,001 to HK$2,500,000 —2,000,001%87c%2,500,0007% 70 1 1
— HK$8,000,001 to HK$8,500,000 —8,000,001/87C£8,500,000/ 7T 1 -
- HK$9,500,001 to HK$10,000,000 —9,500,0017%7C £ 10,000,000/ 7T - 1

Independent non-executive directors BAUFHTES
— Nil to HK$1,000,000 —0%& £ 1,000,000/ T 3 3
8 8

(b)  The five individuals whose emoluments were the highest
in the Group for the year include four (2003: four) directors
whose emoluments are reflected in the analysis presented
above. The emoluments payable to the remaining one
(2003: one) individual are as follows:

() AEEREARBZREHIMALEIEN
Z(CET=F OB)EF - HPgE
R EXDHT - A~ R (CET=_F:
—R)EeFALZENMESIT

2004 2003

—BENE  —TT=F

HK$'000 HK$000

T T

Basic salaries and allowances T — _
Discretionary bonus BB 2 TE4L 667 185
Pension scheme contributions SRR B o :

1,476 1,119
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7. DIRECTORS’ AND SENIOR EXECUTIVES’ 7.

EMOLUMENTS (Cont'd)

(b)  The emoluments fell within the following band: (b)

ZEMELEAATAER

EERERITHRAEME @

2004 2003
—ZEZNE —TT=F
HK$1,000,001 to HK$1,500,000 1,000,001/ 7L & 1,500,000/ 7T 1 1

(including directors and other employees) as compensation for

loss of office during the year (2003: Nil).

8. TAXATION

The amount of taxation charged to the consolidated profit and

loss account represents:

=Ry

No emolument was paid to the five highest paid individuals hA =

8. MHIH
EHRAEmAR BRI T

AL (BREFLEME T) NAE
B EE N ERBSIE AR ERL 2 ME (T
T=F 8 -

2004 2003
“BENFE —TT=F
HK$'000 HK$'000
FHET FH&T
Current taxation: Hong Kong profits tax ~ IR77#%18 : BB FSH
— current year —ARFE 9,424 11,166
— (over)/under-provision in prior years — A F 2 (B T REE (554) 1,989
Deferred taxation relating to the FEVIEERER Y
origination and reversal of EA K EE D
temporary differences (Note 23) (PFF5E23) (694) 111
8,176 13,266
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8. TAXATION (Cont’d)

The taxation on the Group's profit before taxation differs from
the theoretical amount that would arise using the profits tax
rate in Hong Kong, the Group’s home country, as follows:

8. BE®B
REBEBBERBAEN 2 BHIEERERAEAR
AR TR 2R Met B 2 IBimii g 2 ZREA
T

2004 2003
—EBNFE 2 —TT=F
HK$'000 HK$'000
FHET FA&T
Profit before taxation B %5 BT A 98,616 133,074
Calculated at a taxation rate of 17.5% B E1T 5% 2518
(2003: 16%) (ZZFZ=F : 16%) 17,258 21,292
Tax effect of MIAR E
— income not subject to taxation —EARB WA (17,579) (14,635)
— expenses not deductible for — NAHIT
taxation purposes Z X 9,051 3,828
(Over)/under-provision in prior years TF 2 (B5E) /T REH (554) 1,989
Increase in opening net deferred tax MERSEE 2 BY]
liabilities resulting from an increase BIEHERE
in tax rate R EE 23BN - 792
Taxation charge FIAS H 8,176 13,266

The Company is exempted from Bermuda taxation until 2016.
Hong Kong profits tax has been provided at the rate of 17.5%
(2003: 16%) on the estimated assessable profit for the year.

Dongguan Yanxun Electronics Company Limited, a subsidiary
established and operating in Mainland China, is subject to
Mainland China enterprise income tax at the rate of 33% (30%
state income tax and 3% local income tax). However, it is
exempted from Mainland China enterprise income tax and local
income tax for two years starting from the first year of profitable
operations, after offsetting prior years’ losses, followed by a
50% reduction for the following three years. No Mainland China
enterprise income tax has been provided since Dongguan Yanxun
Electronics Company Limited is in a tax loss position.

ARRERREARERE BE2-F—~FH
LE - BRFERIRIBARE 2 (b5t ERTOEF)
117.5% (CTT=5F : 16%) Z KA -

REEAEFARATIRPBEKLLEEZ
MBAR - ZHE33% 2 B EHMFH (30%
RBRG—FEH - M3%ABMHFER) - 1
A& BIE B E R A SR R TR R 2 JER
EREMFEHEHR DB EES ST
TTFSH - MBER =FRIIR50% BT © %A F]
BNERIRBEIE IR - FAAISE BF
EMBHARERS -
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9. PROFIT ATTRIBUTABLE TO SHAREHOLDERS

The consolidated profit attributable to shareholders includes a
profit of approximately HK$40,085,000 (2003: HK$150,234,000)
dealt with in the accounts of the Company.

9. REREML®F

RAKRREMGEAREE—FEE BAKRARK
B 2% F#940,085,000/8 7T (T =4 :
150,234,000/ 7T) ©

10. DIVIDENDS 10. KRE
2004 2003
—EENMEF —ET=F
HK$°000 HK$'000
FAET FAT
Interim, HK8.0 cents HhHR — E A% 8.0/
(2003: HK8.0 cents) per share (ZZTZ=%F : 8.0 32,020 30,468
Additional final dividend for EERRE
the prior year due to exercise IR S RITT{E RE AR
of share options mZ&EITRA 1,538 454
Final, HK12.0 cents REA—FRE12.07810
(2003: HK11.0 cents) per share (ZZFZ=F : 11.0/81) 48,091 41,964
Special, Nil BRI S — &
(2003: HK5.0 cents) per share (ZZTZ=F : §KR5.081L) - 19,075
81,649 91,961

11. EARNINGS PER SHARE

The calculation of basic earnings per share for the year ended
31 March 2004 is based on the consolidated profit attributable
to shareholders of approximately HK$90,440,000 (2003:
HK$119,808,000) and on the weighted average number of
approximately 392,753,000 shares (2003: 379,371,000 shares)
in issue during the year.

The calculation of diluted earnings per share for the year ended
31 March 2004 is based on the consolidated profit attributable
to shareholders of approximately HK$90,440,000 (2003:
HK$119,808,000) and on the weighted average number of
408,340,000 shares (2003: 393,533,000 shares) in issue, after
adjusting for the potential dilutive effect in respect of outstanding
share options.

1. BREF
BRENEFNREHE-_STNF=/=1+
— R IEZ &R ERR B = F4790,440,000%4 7T
(ZZTZ =4 : 119,808,000/ 7T) RAFEAE
BT D < INAEF 3T £0#9392,753,0008% (=
T = 4F : 379,371,000 5t &

BRE SN IREEE_STENF=A=1
— B 1E 2 4R A& IR FE (G 5 F14990,440,0007 7T
(ZZZT =% : 119,808,000/87T) & E1TARID
IN_ERTTHE 2 BERRER rl se BB B E L AR
182 & fh 2 INFEF 5 AR 8 49408,340,0004% (=
TE =4 : 393,533,0000%) 5+ & -
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12. FIXED ASSETS 12. BEEEE
(@) Movements were: (a) #&:

Consolidated

e
Furniture
and
Leasehold computer
Land and Construction- improvements Moulds and  equipment
buildings  in-progress  and fixtures  Machinery tooling FAR Total
THERF  ERIE  NXEB B% RARIR EKRR szt
HK$'000 HK$'000 HKS$'000 HK$000 HK$000 HK$000 HK$000
T TAxL TAxL Thn Thn Thn T
Cost/valuation BA/fhfE
At 1 April 2003 “FF-EMA-A 132,029 = 40,229 253,619 19,040 34,717 479,634
Additions hE 636 7,137 6,058 40,440 604 3,967 58,842
Disposals & - - 34) (8,248) (139) (1,185) (9,602)
At 31 March 2004 _TIME
=A=1+-H 132,665 7137 46,253 285811 19,509 37,499 528,874
Representing: - f&: -
At cost A 7515 7137 46,253 285,811 19,509 37,499 403,724
At professional valuation ZZT2ECR
in March 2002 LERfE 125,150 - - - - - 15150
132,665 7137 46,253 285,811 19,509 37,499 528,874
Accumulated depreciation ZRITE
At 1 April 2003 “FF-EMA-A 3,187 = 14,636 185,937 16,528 30,151 250,439
Provision for the year RERHE 3,207 - 4183 22615 980 3,545 34,490
Disposals & = = (3) (6,210) (135) (1171) (7.519)
At 31 March 2004 _TIME
=A=1+-H 6,39 - 18,776 202,342 17373 32,525 277410
Net book value RERE
At 31 March 2004 “TINF
=R=t+-H 126,271 7137 21471 83,469 2,136 4974 251,464
At 31 March 2003 It & 3
ZA=1+-H 128,842 - 25,593 67,682 2512 4,566 229,195
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12. FIXED ASSETS (Cont’d)
(b) Land and buildings:

The geographical location and tenure of title of land and buildings
are analysed as follows:

12. BEEE &)
(b)y THREF:
T REF 2R REAERITAT

2004 2003
—EEMF —EET=F
HK$’000 HK$'000
FExT FETT
Hong Kong BB
— medium-term leases —FRHAFEAY 8,140 8,395
Mainland China ==)
— medium-term leases — R EAFR 47 118,131 120,447
126,271 128,842

Land and buildings located in Hong Kong are held under medium-
term leases expiring in June 2047. Land and buildings located
in Mainland China are held under land use rights of 45 to 50
years expiring in April 2043 to October 2046.

Land and buildings with a net book value of approximately
HK$119,144,000 (2003: HK$122,123,000) were stated at open
market value on 31 March 2002 as determined by FPD Savills,
independent qualified valuers. Had those land and buildings
been carried at cost less accumulated depreciation, their net
book value as at 31 March 2004 would have been approximately
HK$90,552,000 (2003: HK$92,925,000).

Certain of the Group's land and buildings in Mainland China
with a net book value of approximately HK$16,825,000 (2003:
HK$17,225,000) are mortgaged as collateral for the Group's
banking facilities (Note 31).

KRB LM EEFIHIREE —FTHEFNA
#imZ FEIBAOMEE - EFE 2 L RIEF
TRESHN+RAER T+ EGIEE _TM=4%
O A 1R = FRF+ A1) 2 D R R
=

WREF(EAI119,144,0008 T (Z T =4 :
122,123,000/ 7T) Z T RIEF AS BI&IB L
HEM—-F—AFREITN T _F=/F=
+—HEE 2 AR MEIIR - RAEZLLTH
REFTIZKAENRZETEAR 24+
HEEFR_ZTNFE=A=+—H2FEL
90,552,000/ 7T (ZEZ =4 : 92,925,000/
JT) °

RNEEMAPRZE T+ REFIREEELD
16,825,000/8 0 (ZZTZ=4F : 17,225,000/7T)
BRZTIRITIEARE 2B (IzE31) o
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12. FIXED ASSETS (Cont'd) 12. BEEE®)
() Machinery: (c) #4428
Certain machinery included in Note 12(a) above is held under ETEIEENT 2(0) 2 MR TR ETHERE A ©
finance leases. Details of these assets are as follows: ZEEEZIFRBWT ¢
2004 2003
—EENEF —TE=F
HK$'000 HK$'000
TExT FETT
Cost BN 38,348 50,922
Less: accumulated depreciation B BREITE (26,090) (26,248)
Net book value MR FE 12,258 24,674
Depreciation for the year REEHE 5,752 7,074
13. INVESTMENT IN SUBSIDIARIES 13. RHBARIZRE
Company
b /N |
2004 2003
—EENEF —ETE=F
HK$'000 HK$'000
TExT FETT
Unlisted shares, at cost FEETAR G 2 K ANME 193,285 193,285
Due from subsidiaries FE UL BT A R FRIE 197,416 230,381
390,701 423,666
Less: Provision for impairment of B RB ARz
investment in a subsidiary KB BELER (10,000) =
380,701 423,666
The outstanding balances with subsidiaries are unsecured, non- MIB AR mAREEFEEER - TEHFIE

interest bearing and not repayable within one year. WR—FRNTRERER -
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13. INVESTMENT IN SUBSIDIARIES (Cont'd)

Details of the subsidiaries are:

Place of

incorporation/

MBARZEHE

Percentage of
Issued and  equity interest
fully paid attributable

13. RBRARZKRE @

Name operations share capital to the Group (i) Principal activities
iy 3
AL, BETR Fris R AL
=g R EHRRAE Bok () TEEB
Karrie International The British Ordinary US$100 100% Investment holding
(B.V.1.) Limited Virgin Islands EBA100%TT & B
RBRUHS
Castfast Industrial Hong Kong Ordinary HK$100 100% Plastic injection
Company Limited B EBAR10078 T moulding operations
RZEZEBhLER AT Non-voting deferred (ii) = BRBIFIR
HK$990,200
EREERTEMR (i)
990,200/ 7T
Castfast Industrial Hong Kong/ Ordinary HK$100 100% Manufacture of computer
(Yan Tien) Limited Mainland China EBAT 10078 7T casings, office
fERZEEB RS/ &8/ h Non-voting deferred (ii) = automation products,
BRAT] HK$10,000 video cassette housings,
EIZERRIERR (i) moulds and plastic and
10,000/ 7T metal parts;

provision of electronic
manufacturing services,
property holding and
investment holding

BUEBIINK -

PRENBEM
BEEIR - BAR
PRES BT
REETERRT
IR HAEMER

REZK
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13. INVESTMENT IN SUBSIDIARIES (Cont'd)

Place of
incorporation/

Issued and
fully paid

Percentage of
equity interest
attributable

13. RBRARZKRE @

Name operations share capital to the Group (i) Principal activities
r&EE
EEaLt) BEITR Fir s IR A< B 25
Z8 it B EHERE BaL®) TEXK
Castfast Magnetics Hong Kong Ordinary HK$10 100% Manufacture of plastic
Moulding Limited 55 EEA1075TT injection moulds and
RIERE TR Non-voting deferred (ii) - metal stamping dies
ARAF] HK$30,000 BUETHRARSE
AR EREREAR (i) HEEER
30,0008 7T
Dongguan Yanxun Mainland China Registered capital 85% Manufacture of computer
Electronics Company a8 HK$4,500,000 casings, video cassette
Limited (iii) A EAR housings, office
REEAET 4,500,000/ 7T automation products
BRAF i) and plastic and metal
parts
SUEBINR -
INER - BREXR
EmNEBR
B
Hong Kong Hung Hong Kong Ordinary HK$100 100% Manufacture and sale
Hing Metal BB AR 10078 7T of metal parts; and
Manufacturing Non-voting deferred (ii) - design of switching
Company Limited HK$250,000 power supplies
BAEES B EIRERERTEAR (i) BLERIHE T BRI R
BRAT] 250,000/ 7T Rt ERFH
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13. INVESTMENT IN SUBSIDIARIES (Cont'd)

Percentage of

13. RBRARAZKRE @

Place of Issued and  equity interest
incorporation/ fully paid attributable
Name operations share capital to the Group (i) Principal activities
iy 3
AR, BETR  ERAER
Z8 R EHERAK BaL ) TEEB
Karrie Industrial Hong Kong Ordinary HK$1,000 100% Manufacture and sale of
Company Limited B EBA%1,000/8 7T video cassette housings,
EMNEMERAR Non-voting deferred (ii) - sale of computer casings
HK$5,000,000 and office automation
ERFEEEAR (i) products, plastic and
5,000,000/6 7T metal parts, metal
stamping dies, plastic
injection moulds and
provision of electronic
manufacturing services
BLE RIHESTHINR
HEBMINR -
WRENREmR
BB LB
TEHERA
PRIRKRHET
EERIRHG
Karpo Technologies Hong Kong Ordinary HK$1,000 100% Inactive
Limited BB HimA%1,000/8 7T TEEX
RERAERAT Non-voting deferred (ii) =
HK$1,000,000
BREEELER (i)
1,000,000/ 7
Karrie Industrial Hong Kong Ordinary HK$10 100% Inactive
Holdings Limited BE TRR108TT Fmex
Non-voting deferred (ii) -
HK$2

BT ERERIER (i)
28T
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13. INVESTMENT IN SUBSIDIARIES (Cont'd)

Percentage of

13. RBRARAZKRE @

Place of Issued and  equity interest
incorporation/ fully paid attributable
Name operations share capital to the Group (i) Principal activities
r5E
AL ERITR P IR A< fE 25
Z8 R 3 EHRBRA R 40) TEXB
Karrie (Video) Industrial Hong Kong Ordinary HK$1,000 100% Inactive
Company Limited B A% 1,0008 7T Emex
FHIZEBERAR] Non-voting deferred (i) -
HK$1,000,000
BIREEETMR (i)
1,000,000/ 7T
Karwin Engineering Hong Kong Ordinary HK$10 100% Design, manufacture and
Company Limited 5% EBAR1075 7T sale of computer
REHER TIERR A Non-voting deferred (ii) = casings, office
HK$100 automation products;
R EREERR (i) manufacture and sale
100/ 7T of plastic and metal
parts, metal stamping
dies, plastic injection
moulds and provision
of electronic
manufacturing services
Rt~ BUERIHE
EMINREBAE
XEEm  BER
HELB BT
TEHERA
BRIRRREET
BERIRS
Karwin Technologies The United States Ordinary US$100 100% Provision of consultancy
Incorporation of America TR 1003 T services to group
e companies
R EERIARTS T

AEERT]
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13. INVESTMENT IN SUBSIDIARIES (Cont'd)

Percentage of

13. RBRARZKRE @

Place of Issued and  equity interest
incorporation/ fully paid attributable
Name operations share capital to the Group (i) Principal activities
r5E
AL BBITR P IR A< fE 25
Z8 R 3 EHRRA R 40) TEXB
Kings Horse Hong Kong Ordinary HK$10 100% Property holding
Investment Limited e ERR108TT RFAEME
YEREBRAR Non-voting deferred (ii) -
HK$10,000
EREREER (i)
10,0008 7T
Kwong Hing Computer Hong Kong Ordinary HK$100 100% Inactive
Metallic Components o EiEAR10048 T Emex
Limited Non-voting deferred (ii) -
ERERSBAIM HK$1,250,010
BRRAT] EIRFRERTAR (i)
1,250,010/ 7T
Karrie Technologies Hong Kong Ordinary 100% Provision of electronic
Company Limited BB HK$30,000,000 manufacturing services
RARMRHRAR AT gl REEFERRIIRE
30,000,000/8 7T
Kings Dragon Hong Kong Ordinary HK$2 100% Investment
Investment (HK) Limited ~ &/& LB T ®E
YEREBEBERAT]
Karrie Logistics Hong Kong Ordinary HK$2 100% Inactive
Company Limited 5% TimiR2E T EmaEx

AR ARAE]
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13.

Notes:

(i)

(ii)

(iii)

INVESTMENT IN SUBSIDIARIES (Contd)

The shares of Karrie International (B.V.1.) Limited are held directly
by the Company. The shares of other subsidiaries are held
indirectly.

The non-voting deferred shares are not owned by the Group.
These shares have no voting rights, are not entitled to dividends,
and are not entitled to distributions upon winding up unless a
sum of HK$200,000,000,000 has been distributed by the relevant
companies to holders of the ordinary shares.

Dongguan Yanxun Electronics Company Limited (“DYECL") is
a co-operative joint venture established in Mainland China with
an operating period of 12 years up to May 2007. Pursuant to
an agreement dated 24 October 1995, the Mainland China
joint venture partner of DYECL (the “joint venture partner”)
has agreed to waive its entitlement to share in the profit of
DYECL in return for a pre-determined annual fee. Upon expiry
of the operating period, the Group and the joint venture partner
are entitled to a distribution of assets in accordance to their
respective equity interests.

None of the subsidiaries had any loan capital in issue at any
time during the year ended 31 March 2004.

13:

REBRARZRE @)

izt

0)

(i)

Giii)

Karrie International (B.V.1.) Limited Z %% 5
AAFIEEFE - EMMBAR 2B IR
NEEEFE -

ERERERERNIWIERASEES - &
LERSD I MG Z24E - IVERED ZARE © BRIE
FERA A R R R M H EBAR SRR 3 2 4258
#818200,000,000,00077T : BRIZERDE
EDZEMDIR

REBAEFARAR (TR=MA)) TR
BRIz EERE RAEHAT—F 1
—TRLFRAER - RE-OR—NNE
FHA-THBRREZHE  REEA2P
TEBAN(FHTEBADREREENF
SeMERSA 2 ek - ARER—THFBEZFE o
ﬂm%%m¢% REBERTAB AT E
Moz BE

REE-_ZEZNE=A=1+—H I FER&EH
BRARBHETIMDEITZEEER -

14. INVESTMENT IN AN ASSOCIATED COMPANY 14. REBERTZRE
Consolidated
me

2004 2003
—EENF —EET=F
HK$’000 HK$'000
FHET FHT
Share of net assets of an associated company Fr{hEfe N & & &E/FE 4,234 6,000
Due from the associated company JE L Heg & R R) 2,908 —
7,142 6,000
The outstanding balance with the associated company is ZUH A N RIMAREERE 2 RIEREER - 5

unsecured, non-interest bearing and has no pre-determined

repayment terms.

M BN BB E R
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14.
(Cont’d)

INVESTMENT IN AN ASSOCIATED COMPANY

Details of the associated company are:

Place of Issued and

incorporation/ fully paid

14. REBELQ

BHE A BZFE

Percentage of
equity interest
attributable to

A2 RE (@)

Name operations share capital the Group Principal activities
Eio A B#1T iy LR
8 R REHRRA BREEZA DL TEXEB
(Note)
(Bi=E)
NEC Nagano Karrie Hong Kong Ordinary 30% Manufacture and sale
Electronics Limited HK$20,000,000 of projectors
REBAERENET Bt 3l SLERHERY
BERAT 20,000,000/ 7T

Note:

The shares of NEC Nagano Karrie Electronics Limited are indirectly held

izt -

EHFBAEREMNEFARATZRM TIANRFFE

by the Company. BEEA -
15. INVENTORIES 15. &®E
Consolidated
> A
a0y =1
2004 2003
—ETNE —EE=F
HK$'000 HK$'000
FET FET
Raw materials R AR 84,788 65,149
Work-in-progress - BURK 24,073 14,397
Finished goods B Em 57,613 76,758
166,474 156,304

As at 31 March 2004 and 2003, all inventories were carried at

net realisable value.

R_EEMER_TE=F=A=1+—HZFH
BEHEEENEHEFEIIR -
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16. TRADE RECEIVABLES

The Group generally grants credit periods ranging from 30 to
90 days. Aging analysis of trade receivables is as follows:

16. EZEUIRRR

AEBHBRTEPLZHHH30HE0H - BEH/E
U IRIREE D ATROT ¢

Consolidated

wae
2004 2003
—EENEF —ETE=F
HK$'000 HK$'000
TExT FETT

0 to 90 days 02£90H 273,979 274,370
91 to 180 days 912 180H 26,926 1,802
181 to 360 days 181£360H 1,493 1,910
Over 360 days 360H A E 864 551

303,262 278,633
Less: Provision for bad and doubtful debts  J& @ REENRXEHR (11,519) (11,438)

291,743 267,195

17. CASH AND BANK DEPOSITS

As at 31 March 2004, cash and bank deposits of approximately
HK$7,547,000 (2003: HK$12,627,000) were denominated in
Chinese Renminbi, which is not a freely convertible currency in
the international market and its exchange rate is determined
by the People’s Bank of China.

17. RERBITEX

R-ZZTNFE=ZA=+—H AEEZEE X
RITIERRE4)7,547,0008 7T (CEE=4F:
12,627,0007%7T) AARBE RBER - ZEHBTEE
REEMSERLRRE L BRERPHEARR
TTRTE ©
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18. SHORT-TERM BANK BORROWINGS 18. HHIRITHEE
Consolidated
we
2004 2003
—EEMF —ZEE=
HK$'000 HK$'000
FET FET
Bank overdrafts RITEL 784 175
Trust receipts bank loans SEEWIEIRITE R 44,399 95,218
Short-term bank loans RHASRTTE R 126,321 106,849
Current portion of long-term bank loans  KERIRITE R Z BNEAEED
(Note 21) (FsE21) 22,500 4,000
194,004 206,242
19. FINANCE LEASE OBLIGATIONS 19. MEHESE
The finance lease obligations were repayable as follows: BMEHERECEERT -
Consolidated
wma
2004 2003
—EEMF —EET=F
HK$’000 HK$'000
FET FETT
Within one year —FA 4,000 6,501
In the second year F_4F 1,096 4,061
In the third to fifth year ZE = REZSEESRIAE - 1,099
5,096 11,661
Less: Future interest portion W ARRF BB (110) (888)
Present value of finance lease obligations FIEMHES T ZIRE 4,986 10,773
Analysed as: - DR —
Current mEh 3,893 5,741
Non-current ERB 1,093 5,032
4,986 10,773
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19. FINANCE LEASE OBLIGATIONS (Contd)

The present value of finance lease obligations is as follows:

19. MEMHERE®
MEMEEEZRAENT :

Consolidated

we
2004 2003
—EENF —EE=F
HK$’000 HK$'000
FET FET
Within one year —FNR 3,893 5,741
In the second year EF 1,093 3,655
In the third to fifth year E=REZEEINGE - 1,377
4,986 10,773
20. TRADE PAYABLES 20. EBZEIIRM
Consolidated
we
2004 2003
—EEMF —ETE=

HK$'000 HK$'000
FET TET
0 to 90 days 0%90H 209,283 215,880
91 to 180 days 91£180H 4,615 5,659
181 to 365 days 181%2365H 5,272 1,940
Over 365 days 3658 £ 5,890 5,674
225,060 229,153
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21. LONG-TERM BANK LOANS 21. REBRITER
Consolidated
e
2004 2003
—EENE T =F
HK$’'000 HK$'000
FET FET
Secured bank loans repayable BEAEMZRITER
— Within one year ——&FR 22,500 4,000
— In the second year —F % 15,000 7,500
— In the third to fifth year —F=FEFHF 37,500 -
75,000 11,500
Less: Amounts due within one year B mEBER—FA
included in current g3 -1
liabilities (Note 18) (M47E18) (22,500) (4,000)
52,500 7,500
The bank loans bear interest at HIBOR plus a certain percentage ZIBRITERE B AR TR ZE 7 S A= piea iR
as agreed with banks (2003: HIBOR plus a certain percentage Tz e TRnEH (CEZ=F : RITRAZERF
as agreed with bank) and are secured by the guarantees provided BN TIE ST RHE) FE - KA
by the Company and certain of its subsidiaries (Note 31). RARREETHE R RERR (H5E31) -
22. PROVISION FOR LONG SERVICE PAYMENTS 22. REBRBE A
The amounts recognised in the balance sheet were determined FEEBBRERZSHER NMIFAET :
as follows:
Consolidated
=e
2004 2003
—EERNFE 2 —TT=F
HK$'000 HK$'000
FHET FHET
Present value of unfunded obligations FEERBERAREE
and liability in the balance sheet BEERBEZRE 10,142 11,814
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22. PROVISION FOR LONG SERVICE PAYMENTS

(Cont'd)

Movement in the liability recognised in the balance sheet:

22. REIRBE2ZHE @)

HEEEARKER CBEZES

Consolidated

5]

2004 2003

—EENMFE T =F

HK$'000 HK$'000

THERT FET

Beginning of year F1]) 11,814 11,094
(Write-back of provision)/provision REEF D),

in current year (Note 6) IREVERE (B5E6) (681) 1,150

Contributions paid AR (991) (430)

End of year FK 10,142 11,814

The amounts recognised in the profit and loss account are as

follows:

ERBKRERZ BN ¢

Consolidated

"e
2004 2003
—EENEF —EE=F
HK$’000 HK$'000
FET FETT
Interest cost B 417 483
Net actuarial losses recognised EERZBEEE T 1,199 1,512
Decrease in present value of obligations WAOBEZIRE (2,297) (845)
Total, included in staff costs (Note 6) At GIRBIKARN) (izEe) (681) 1,150




Annual Report 2003-2004 £ 3§

133

Notes to the Accounts 1§ B K&t

22. PROVISION FOR LONG SERVICE PAYMENTS
(Cont’d)

The principal actuarial assumptions used were as follows:

22. REIRBE2ZHE @)

Pz TEZRERKWAT :

2004 2003

—EENFE T2 =F

Per annum Per annum

BF BF

Discount rate raEx 3.75% 4.5%
Credit rate on mandatory SRR S

provident fund account EEE 4.5% 4.5%

Expected rate of future salary increases RIORE B 2 TEHAIE R & 3% 4%

The Group's obligations of long service payments as at 31 March
2004 and 2003 and expenses charged to the profit and loss
account for the years were based on the valuation performed
by Mercer Human Resource Consulting Ltd., a qualified actuary,
using the projected unit credit method.

23. DEFERRED TAXATION

Deferred taxation is calculated in full on temporary differences
under the liability method using a principal taxation rate of 17.5%
(2003: 17.5%).

The deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off and when the deferred income
taxes relate to the same tax jurisdiction. The following amounts,
determined after appropriate offsetting, are shown in the
consolidated balance sheet:

AEBR - ZEENER -_TT=_F=-F=+—
Hz RERBSEERZMEERBERNRG
ZEBEARAERBEMEL A NERBERER
ARIFRAE BN ERAME -

23. EIEFHE

BB ERAAEEIHEERERFERX
17.5% (ZZZT=F : 17.5%) {ERBUEME -

BB AERMNAI RSB IA S E R IAR
BRI - MELPT Y R F—FH B HER - Al
AIRHEAET IR & B SR AE IR A E B AR -
EETAEERHER - TSR EGRAEERRE
RAFIE -

Consolidated

we
2004 2003
—EENFE —_TT=F
HK$'000 HK$'000
FET FHT
Deferred tax assets BEBIREE (2,071) (1,354)
Deferred tax liabilities BEERIABE 11,589 11,626

9,518 10,272
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23. DEFERRED TAXATION (Cont'd)

As at 31 March 2004, the Group had unprovided deferred tax
assets of approximately HK$5,210,000 (2003: HK$5,221,000)
primarily representing the tax effect of cumulative tax losses
(subject to agreement by relevant tax authorities) which can be
carried forward indefinitely.

The movement in deferred tax assets and liabilities prior to
offsetting of balances within the same taxation jurisdiction is

as follows:

Deferred tax liabilities:

23. EEHIE (&)
R-ZZTZTWNF=A=+—0 ' AKBE{IRELE
EIEIER A B 45,210,000/ 7T (CZE =4 :
5,221,000#7T) EBREK R MIBEE 2 1A
FEBAXBEBUBKREARE) - 2B UE
PR EAh 45 TF -

FAEBUEARE R A &2 28 (RF—HhiE2
SEBRIE R 20T

EREFRIRAE

Accelerated Revaluation of

depreciation fixed assets Total
MEFE BTEEEER act
HK$'000 HK$'000 HK$'000
FAT FHT FET

As at 31 March 2002, —EE-_F=A=+—H"

as previously reported TR 5,197 - 5,197

- adjustment on —FRAgHEREL

adoption of SSAP 12 F125% 2 FHEE 5,227 1,569 6,796

— as restated — 57 10,424 1,569 11,993
Charged to profit and EEmR

loss account Bk 229 - 229
Charged to fixed assets KEEEEEERN

revaluation reserve FEEIR - 120 120
As at 31 March 2003 “EE=F=A=+—H 10,653 1,689 12,342
Charged to profit and HEiEmR

loss account ks 1,261 = 1,261
Credited to fixed assets EREEEEER

revaluation reserve @A - (60) (60)
As at 31 March 2004 “ETNF=A=+—H 11,914 1,629 13,543
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23. DEFERRED TAXATION (Cont'd)

23. EEMBIE (B

Deferred tax assets: BEEFIBEE -
Provisions Tax losses Others Total
G BiE Hith et
HK$'000 HK$'000 HK$'000 HK$'000
FAET FAIT FAETT FETT
As at 31 March 2002, —ZET_F=A=+—8"
as previously reported AN R 2 - = - -
— adjustment on adoption —RAgtEBER
of SSAP 12 F12R 2 AR (1,501) (231) (220) (1,952)
— as restated — &7l (1,501) (231) (220) (1,952)
(Credited)/charged to profit 8z & Gt A)
and loss account kR (189) 231 (160) (118)
As at 31 March 2003 —EE=F=A=+—H (1,690) — (380) (2,070)
(Credited)/charged to EEEERGIA)
profit and loss account nexr (1,551) (448) 44 (1,955)
As at 31 March 2004 —EENEFE=F=+—H (3,241) (448) (336) (4,025)

Summary of deferred tax (assets) and liabilities prior to offsetting

EIERR (BE) MABZHE (BRR—EiitE

of balances within the same taxation jurisdiction is as follows: Z AEERIREHAT) 20T
Consolidated
=E
2004 2003
—2ENE —TT=

HK$'000 HK$'000
FTHERT FA&T
Deferred tax assets RIERIB A B (4,025) (2,070)
Deferred tax liabilities RIERIERE 13,543 12,342
9,518 10,272
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24. SHARE CAPITAL 24. BRZA
2004 2003
—EEWF —EBR=F
Number of Nominal Number of Nominal
shares value shares value
I3 & E HE KRHEE HE
‘000 HK$'000 ‘000 HK$'000
T ¥R T TEE
Authorised: ETERA
Ordinary shares of TRk EKREE
HK$0.1 each 107841 800,000 80,000 800,000 80,000
Issued and fully paid: BEITREHRRKA
Ordinary shares of TRk EREE
HK$0.1 each 10781
Beginning of year F9 381,496 38,150 376,936 37,694
Issued upon exercise of BATE AR M 21T
share options (Note 25) Z B (H45E25) 19,260 1,926 4,560 456
End of year FIK 400,756 40,076 381,496 38,150
25. SHARE OPTIONS 25. HERRRE

With effect from May 2002, the Company has adopted a new
share option scheme, under which it may grant options to
employees of the Group (including executive directors of the
Company) and other third parties (as stipulated in the agreement
of the Share Option Agreement as dated 21 May 2002) to
subscribe for shares in the Company, subject to a maximum of
30% of the nominal value of the issued share capital of the
Company from time to time excluding for this purpose any shares
issued on the exercise of options. The exercise price will be
determined by the Company’s board of directors and shall at
least be the highest of (i) the closing price of the Company’s
shares on the date of grant of the options, (i) an average closing
price of the Company’s shares for the five trading days immediately
preceding the date of grant of the options, and (iii) the nominal
value of the Company's shares of HK$0.1 each. As at 31 March
2004, options have been granted to employees and directors
of the Company. All options granted under the old share option
scheme will continue to be valid and exercisable in accordance
with the rules of the old share option scheme.

AARNZZEE-F R ARA B ERET
2 AR AAERZ BT (BEARE ZHIT
B RE=FEWRZTZEFHAA=+—HZ
FEIERTEI 2R B B A LA E R IE AN A A
27 o ERZUARAREREBITIRARE
(M EIERT TR A M 3T, IR19) 30% AR o
ZERETEEBEHRARRZEESETE - N
(AR BRMDRERER T B 2 HE ; ()
BERTHERERNAEIZEAR RN ZF
HUTHE : KA R 2 EEZI 08 -
ZHEUBRSEAE - ARER_ETNF=A
=+ —HEREERETARGCBEIRES -
BIZEBIRETE &M - FIEKRRBRERRE
STEIFTR T 2 R EEERITE -
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25. SHARE OPTIONS (Contd)

Details of movement of share options under the old and new
share option schemes during the year ended 31 March 2004

25. BRE®

HEREEA S BRERNEE —TTF=
A=tT—BLEEZEHHE :

were:
Number of share options
EREHA
Lapsed as a
Beginning Granted Exercised result of
Subscription of  duringthe  during the termination of End of
Date of grant Exercise period price year year year employment year
REE REE RRKLER
REAH TEAR BRERK £4 BRI BATE i EE
HKS ‘000 ‘000 ‘000 ‘000 ‘000
BT T T T T T
0ld share option scheme
ERRE S
19 June 1999 19 June 1999 to 0.335 12,500 - (9,800) - 2,700
30 November 2006
~AANERATAR —hﬂhiﬁﬂ+nﬂi
—% /\Eﬂ_ H + E!
20 September 2000 20 September 2000 to 0.300 2,520 - (1,500) - 1,020
30 November 2006
“ETREAAZTH ZYTEERH TEE
— 7 = /\Eﬂ_ ﬁ —‘— EI
New share option scheme
HERE S
22 May 2002 22 May 2002 to 1.300 7,170 - (5,850) - 1,320
21 May 2012
“TT_FRAtCR _TET_FRA-TCRE
“T-ZHRAZT-H
1 November 2002 1 January 2003 to 1.650 9,950 - (2,110) - 7,840
31 December 2012
“EE_F+-f-H ZET_E A-BZE
“T-_FtZA=t-H
1 December 2003 1 January 2005 to 2.475 - 12,490 - - 12,490
30 November 2013
—TT=41_A-H “TTRE-A-HZE
“F-=%t-A=1H
32,140 12,490 (19,260) - 25,370
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26. RESERVES

26. f#f&

Fixed assets

Share revaluation Retained
premium reserve profit Total
EEEEE
R EE i RERN Bt
HK$'000 HK$'000 HK$'000 HK$'000
THT T T T
Consolidated
As at 31 March 2002 = S ¢:H:+—H
- as previously reported 56,843 32,233 219,128 314,553
— adjustment on adoption *%ﬁ??fﬁﬁiﬁﬁwﬁ 25
of SSAP 12 (Note 1(j)) 2 (RrE1() - (1,569) (3,275) (4,844)
- as restated 56,843 30,664 215,853 309,709
Premiurn arising from issue of shares TR Em B TR A
upon exercise of share options i 3,080 - - 3,080
Profit attributable to shareholders - 119,808 119,808
Dividends paid - - (106,309) (106,309)
Deferred tax effect on revaluation L%RIE”T@EZ e - (120) = (120)
As at 31 March 2003 =#=fA=t-H 59,923 30,544 229,352 326,168
Represented by:
Proposed final and special dividends 61,039
Reserves 168,313
As at 31 March 2003 =F£=fA=1—H 229,352
As at 31 March 2003 =F=A=t-H
- as previously reported 59,923 32,233 233,862 332,367
— adjustment on adoption S ERERF125%
of SSAP 12 (Note 1()) ZHE (B () = (1,689) (4,510) (6,199)
- As restated 59,923 30,544 229,352 326,168
Premiurn arising from issue of shares TR EM B TR A
upon exercise of share options 12,892 - - 12,892
Profit attributable to shareholders - - 90,440 90,440
Dividends paid - - (94,597) (94,597)
Deferred tax effect on revaluation ﬁ LW@TEEZ?&L - 60 - 60
As at 31 March 2004 “ZENE=A=1—H 72,815 30,604 225,195 334,963
Represented by:
Proposed final dividend 48,091
Reserves 177,104
As at 31 March 2004 TME=A=1—H 225,195
Representing:
Company and subsidiaries 72,815 30,604 226,961 336,729
Associated company (1,766) (1,766)
72,815 30,604 225,195 334,963




Annual Report 2003-2004 £ 3§

139

Notes to the Accounts 1§ B K&t

26. RESERVES (Contd)

26. f#& @)

Capital
Share redemption Contributed Retained
premium reserve surplus profit Total
-
AR 1E BB 0N REBEA &
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT FET FET FHET FHET
Company b NG|
As at 31 March 2002 —EE-_H#-A=+—H 56,843 449 193,185 78,214 328,691
Premium arising from issue of shares {1 FEARHE M 21T RS
upon exercise of share options FTEAE 2 &E 3,080 = = = 3,080
Profit attributable to shareholders e - - = 150,234 150,234
Dividends paid B S - - - (106,309) (106,309)
As at 31 March 2003 —TE=F=R=1—H 59,923 449 193,185 122,139 375,696
Represented by: R&:
Proposed final and special dividends RO HA S R IR S 61,039
Reserves s 61,100
As at 31 March 2003 —ET=F=R=1+—H 122,139
Premium arising from issue of shares ~ {T{E BRI M E1TR
upon exercise of share options FTEE 2 RE 12,892 = = = 12,892
Profit attributable to shareholders IR R B - - - 40,085 40,085
Dividends paid BIRIRE - = = (94,597) (94,597)
As at 31 March 2004 —EENF=A=+—H 72,815 449 193,185 67,627 334,076
Represented by: R&:
Proposed final dividend BORARHRL S 48,091
Reserves i 19,536
As at 31 March 2004 —EENE=F=+—H 67,627

Under The Companies Act 1981 of Bermuda (as amended),
contributed surplus is distributable to shareholders, subject to
the condition that the Company cannot declare or pay a dividend,
or make a distribution out of contributed surplus if (i) it is, or
would after the payment be, unable to pay its liabilities as they
become due, or (i) the realisable value of its assets would thereby
be less than the aggregate of its liabilities and its issued share
capital and share premium account.

BREERE-NN\—FRRVEREE) - BA
EMAH DR TR - BIMRARRES MK
AR B A RBRIERDIKR - ()VAAF]
TEEXNEIMAE @ S()HEENTERER
& Wi D EETR N E B BT A R
BENAFERE - RIARBRAAMEL LimE
o~ XISHDIK °
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27. CONSOLIDATED CASH FLOW STATEMENT

27. HZEBEERERXR

Analysis of changes in financing is as follows: BEEBEE 2 HFTWT
Share capital Finance
and share Short-term Long-term lease
premium bank loans bank loans obligations
R R y SR R rE
i gvia | IRITIEE RITEE HESEE
HK$'000 HK$'000 HK$'000 HK$'000
TET FHIT FHIT FET
As at 31 March 2002 —EBEF
=RA=+—H 94,537 121,794 15,500 22,903
Exercise of share options 1T IS AR i 3,536 — - -
New bank loans HBITEE - 578,619 = =
Repayment of bank loans BERRITEE - (498,346) (4,000) -
Repayment of capital EERE
element of finance MESE
lease obligations N 4= 5) - — = (12,130)
As at 31 March 2003 —ET=F
=RA=+—8H 98,073 202,067 11,500 10,773
Exercise of share options 1T IS AR i 14,818 - - —
New bank loans HMIRITIEE - 1,092,311 75,000 —
Repayment of bank loans BRFETEER - (1,123,658) (11,500) =
Repayment of capital EEmE
element of finance MESE
lease obligations N 4= 5) - - = (5,787)
As at 31 March 2004 —TEOF 112,891 170,720 75,000 4,986
=A=+—86

28. SEGMENT INFORMATION

The Group is principally engaged in the manufacture and sale

of computer casings, office automation products, video cassette

housings, moulds, plastic and metal parts (together referred to

s “Metal and Plastic Business”) and provision of electronic

manufacturing services (“EMS Business”).

28. DEPER
AEEFENERERIEETIHING -
A BBERLEY

XIREMm

SR IR

WNE

(R (A2 BER]) MEREFERRT
RS ((EFEXRKIEHD °
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28. SEGMENT INFORMATION (Contd)

In accordance with the Group'’s internal financial reporting, the
Group has determined that major product segments be presented
as the primary reporting format and geographical segments as
the secondary reporting format.

28. oHER @

RIBAREE 2 NS - REBERTEAE
BEmMD B AERRERI S AMER D E AR
K &%iuﬂiﬁu

(@) Primary segment (@) EHZEHI
2004
—EFFNF
Electronic
Metal and manufacturing
plastic services
business business Elimination Total
mEER BErFEE
ES 4 RIFEK K 8K aH
HK$'000 HK$’000 HK$’000 HK$’000
FERT FHET FET FHET
Turnover LR
External HNER 963,002 729,958 — 1,692,960
Inter-segment A EB 47,561 = (47,561) =
Segment results DEFEE 80,591 19,351 - 99,942
Other revenue EHbUg A 6,585
Operating profit %%/ﬁﬁﬂ 106,527
Share of loss of FEAG B =
an associated company NAIEE - (1,766) (1,766)
Finance costs U3 RN (6,145)
Taxation IR (8,176)
Profit attributable AR R FE(L
to shareholders vl 90,440
Other information HipER
Assets: — BE: —
Segment assets DEPEE 427,360 277,216 704,576
Unallocated assets ROBEE 278,981
983,557
Liabilities: — afE: —
Segment liabilities SEEE (72,909) (81,125) (154,034)
Unallocated liabilities ROEBE (454,060)
(608,094)
Capital expenditures BEAREA 34,415 24,427 58,842
Depreciation e 23,295 11,195 34,490
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28. SEGMENT INFORMATION (Contd)

(@) Primary segment (Cont'd)

28. AHER @
(@) EAXDE #E)

2003
—ETE=F

Electronic
Metal and manufacturing

plastic services
business business Elimination Total
hEeBRB BEFEFE
E) RIFEB Giie B3t
HK$'000 HK$'000 HK$'000 HK$'000
FET TFET TFET TET
Turnover LR
External HNER 843,623 894,356 - 1,737,979
Inter-segment &R 75,465 - (75,465) —
Segment results DEFEE 98,190 36,395 — 134,585
Other revenue PN 8,890
Operating profit 1w A 143,475
Finance costs U I RN (10,401)
Taxation FHI18 (13,266)
Profit attributable P& B AL
to shareholders S A 119,808
Other information HipER
Assets: — BE: —
Segment assets DEEE 292,385 194,954 487,339
Unallocated assets ROBEE 461,121
948,460
Liabilities: — BfE: —
Segment liabilities NEBEE (94,880) (91,768) (186,648)
Unallocated liabilities RKo#AE (397,070)
(583,718)
Capital expenditures BEAREH 15,218 9,270 24,488
Depreciation e 21,844 10,211 32,055
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28. SEGMENT INFORMATION (Cont'd) 28. DEER &)
(b) Secondary segment (b) REDZ
2004
—FFNF
Asia
(excluding North Western
Japan Japan) America Europe Total
M
BA (FEBEZ) b =M B aHf

HK$'000  HKS$'000  HKS$'000  HK$'000  HKS$'000
TET TET TET TET TERT

Turnover LER 159,727 781,751 254,981 496,501 1,692,960
Segment results DEBELR 12,713 27,512 22,761 36,956 99,942
Assets BE - 959,020 8,298 16,239 983,557
Capital expenditures BEXER - 58,842 - - 58,842
2003
ZEET=F
Asia
(excluding North Western

Japan Japan) America Europe Total

CEVA
AR (MEEZX) JE=M FaER aH

HK$'000 ~ HK$'000  HK$'000  HK$'000  HK$'000
TABT TAT TAT TBIT TBT

Turnover == 186,783 610,529 254,061 686,606 1,737,979
Segment results DEFEE 19,786 38,974 21,828 53,997 134,585
Assets BE — 924,277 6,853 17,330 948,460

Capital expenditures BERE R = 24,488 = = 24,488
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29. COMMITMENTS AND CONTINGENT
LIABILITIES

The Group and the Company had the following significant
commitments and contingent liabilities which were not provided
in the accounts:

(a) Capital commitments

The Group had the following authorised and contracted capital
commitments:

29. AERIAEE

REERAATEUTRGERES LiHEE
B ESRERIAAME -

(a) BEAREE
REBEUTDRERZNZ BAEIE

Consolidated Company
we b/
2004 2003 2004 2003
—EBERNE —ZF== —EEMEF —TT=
HK$’000 HK$'000 HK$'000 HK$'000
THET FHT FHET TET
Construction of factory FAH B L g

premises in Mainland China EEF 3,312 — - —
Purchase of fixed assets BEETEE 1,091 14,751 - -
4,403 14,751 - _

(b) Operating lease commitments

The Group had lease commitments in respect of rented premises
under various non-cancellable operating lease agreements
extending to October 2047. The total commitments payable
are analysed as follows:

(b)y EEHERIE

REBEZEHRE —_ZM+E1+ ABREM
ERE 2 TA s 2 S ST E s o EEAA
EOMMT

Consolidated Company
) AT
2004 2003 2004 2003
—EBENE  —TT=F —BTAF —FE=F
HK$'000 HK$’000 HK$'000 HK$'000
FEx TETT FHET TET
Amounts payable e & &R
— within one year ——FR 3,770 2,674 - —
— more than one year but —ZR—FE

not exceeding five years BB A F 3,590 2,171 - -
— over five years —RFE 19,274 19,817 - =
26,634 24,662 - _
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29. COMMITMENTS AND CONTINGENT
LIABILITIES (Cont'd)

() Other commitments

Pursuant to an agreement dated 24 October 1995, the Mainland
China joint venture partner of Dongguan Yanxun Electronics
Company Limited (“DYECL") waived its entitlement to share in
the profit of DYECL in return for a pre-determined annual fee
from 1 November 1996 to 24 May 2007. As at 31 March 2004,
the Group’s commitment in respect of the total fee payable to
the Mainland China joint venture partner amounted to
approximately HK$857,000 (2003: HK$1,101,000).

(d) Contingent liabilities

29. AERIAEE @

(c) Hb&ie

BE—MR—ANAF+AZ+HEETEZH
F A NMNAFT+—A—HEZZEZELFH
AZ+mMA - KA EFERAR ([
M) 2R T EBANED ZFRCEA S 2
o MR- IBEECFE - RZEEWFE=
A=+—8 ZAEEREN TREREAZEE
A2 B FAYEHI857,000/8 T (CTT =4 :
1,101,000/ 7T) °

(d =HRERE

Consolidated Company
=a VNN
2004 2003 2004 2003
—EENE —TT=F —EENFE —TT=F
HK$’000 HK$'000 HK$’000 HK$'000
FTHET FABT FTHERT FET
Shipping guarantees MR 3,115 1,753 - —
Guarantees provided by mETHBAR
the Company in respect PRI TR &
of banking facilities of it 2 AR Q7]
its subsidiaries Z R - - 449,868 413,868
3,115 1,753 449,868 413,868

The Group’s management anticipates that no material liabilities
will arise from the above bank and other guarantees which are
arisen in the ordinary course of business.

AEEEEERY LRREA B ERS RITHE
REEMBERIEELEREE -
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30. RETIREMENT BENEFITS

The Group has arranged for its Hong Kong employees to join
the Mandatory Provident Fund Scheme (“the MPF Scheme”), a
defined contribution scheme managed by an independent trustee.
Under the MPF Scheme, each of the Group and its employees
makes monthly contributions to the scheme at 5% of the
employees’ earnings as defined under the Mandatory Provident
Fund legislation. Both the Group’s and the employees’
contributions are subject to a cap of HK$1,000 per month and
thereafter contributions are voluntary.

As stipulated by rules and regulations in Mainland China, the
Group contributes to state-sponsored retirement plans for its
employees in Mainland China. The Group contributes
approximately 10% (2003: 11%) of the basic salaries of its
employees, and has no further obligations for the actual payment
of pensions or post-retirement benefits beyond the annual
contributions. The state-sponsored retirement plans are
responsible for the entire pension obligations payable to retired
employees.

During the year, the aggregate amount of the Group's
contributions to the aforementioned pension schemes was
approximately HK$2,488,000 (2003: HK$2,699,000).

31. BANKING FACILITIES/PLEDGE OF ASSETS
As at 31 March 2004, the Group's banking facilities were secured
by:

(i) mortgages over certain of the Group’s land and buildings
in Mainland China with a net book value of approximately
HK$16,825,000 (2003: HK$17,225,000);

(ii) certain of the Group's inventories held under trust receipts
bank loan arrangements (Note 15); and

(i) guarantees provided by the Company and certain of its
subsidiaries.

32. APPROVAL OF ACCOUNTS

The accounts were approved by the board of directors on 25
June 2004.

30. RAKEER

AEEE LB ERESEBTIERAESFE
([eiEEatEl)) - e SIBNER G
2 BABUEFEATE - RIERESHE - K
SENEEEADLEBRE 2EN(EX AR
HIERTEEIED]) 5% BT EEL R - B
eS8 2 & AHHLA,0008 TR LR - HigZ
HRAEERMTE -

BIEPEVEERE - AEEERATEESM
BB ZERERIGTEIELHK - NEEA
REAREEEAFESHNI0% (ZEE=F :
11%) {EREE - M EERERRARST HE
RINE T A BEEDEEE - RIMEE Z
FTE RS H— R BER & B 2 RIKFT 8%
-

RAFEEAREE R EiURIRGTENWEL 2 3R
#72,488,000/8 T (ZEZE =4 : 2,699,000/
JC) °

31. $RITWME BEIKH
R-BEME=A=+—0 - AEBEHFTRE
A

(i) AREBM R 2 305 L MAEFIRME
H{EA716,825,000/8 L (ZEF=4F :
17,225,000/ 7T) :

(il  AEBERBEEFVIERITERMBEGEZ
ZEFFE KIsE15) 0 K&

(i) ARRRETHBARZRFER -

32. REBEB

AREBER -_ZEZENF A -_+HHAESS
BB -





