Notes to the Financial Statements

CORPORATION INFORMATION

The principal activity of the Company is investment
holding. The subsidiaries are engaged in the design,
manufacture and trading of consumer electronic
products and components and home appliance
products. There were no changes in the nature of the
Group's principal operations during the year.

In the opinion of the directors, the ultimate holding
company is Success Forever Limited, a company
incorporated in the British Virgin Islands.

IMPACT OF NEW AND REVISED HONG KONG

STATEMENTS OF STANDARD ACCOUNTING

PRACTICE (“SSAPs")

The following new and revised SSAPs are effective for

the first time for the current year's financial statements:
SSAP 12 (Revised) “Income taxes”

SSAP 35 . “Accounting for government

grants and disclosure of

government assistance”

These SSAPs prescribe new accounting measurement
and disclosure practices. The major effects on the
Group's accounting policies and on the amounts
disclosed in these financial statements of adopting
these SSAPs are summarised as follows:

SSAP 12 (Revised) prescribes the accounting for
income taxes payable or recoverable, arising from the
taxable profit or loss for the current period (current
tax); and income taxes payable or recoverable in future
periods, principally arising from taxable and deductible
temporary differences and the carryforward of unused
tax losses (deferred tax).
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IMPACT OF NEW AND REVISED HONG KONG
STATEMENTS OF STANDARD ACCOUNTING
PRACTICE (“SSAPs") (Continued)

The principal impact of the revision of this SSAP on
these financial statements is described below:

Measurement and recognition:

deferred tax assets and liabilities relating to the
differences between capital allowances for tax
purposes and depreciation for financial reporting
purposes and other taxable and deductible
temporary differences are generally fully provided
for, whereas previously the deferred tax was
recognised for timing differences only to the
extent that it was probable that the deferred tax
asset or liability would crystallise in the
foreseeable future;

a deferred tax liability has been recognised for
the deferred development costs; and

a deferred tax liability has been recognised for
the asset revaluation reserve.

Disclosures:
deferred tax assets and liabilities are presented
separately on the balance sheet, whereas
previously they were presented on a net basis;
and

the related note disclosures are now more
extensive than previously required. These
disclosures are presented in notes 10 and 26 to
the financial statements and include a
reconciliation between the accounting profit and
the tax expense for the year.

Further details of these changes and the prior year
adjustments arising from them are included in the
accounting policy for deferred tax in notes 3 and 26
to the financial statements.

SSAP 35 prescribes the accounting for government
grants and other forms of government assistance. The
adoption of this SSAP has had no significant impact
for these financial statements on the amounts
recorded for government grants, however, additional
disclosures are now required and are detailed in notes
3 and 6 to the financial statements.
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Notes to the Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation

These financial statements have been prepared in
accordance with Hong Kong Statements of Standard
Accounting Practice, accounting principles generally
accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance.
They have been prepared under the historical cost
convention, except for the revaluation of fixed assets
as further explained below.

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its
subsidiaries for the year ended 31 March 2004. The
results of subsidiaries acquired or disposed of during
the year are consolidated from or to their effective
dates of acquisition or disposal, respectively. All
significant intercompany transactions and balances
within the Group are eliminated on consolidation.

Subsidiaries

A subsidiary is a company whose financial and
operating policies the Company controls, directly or
indirectly, so as to obtain benefits from its activities.

The results of subsidiaries are included in the
Company’s profit and loss account to the extent of
dividends received and receivable. The Company’s
interests in subsidiaries are stated at cost less any
impairment losses.

Associates

An associate is a company, not being a subsidiary or a
jointly-controlled entity, in which the Group has a long
term interest of generally not less than 20% of the
equity voting rights and over which it is in a position
to exercise significant influence.

The Group's share of the post-acquisition results and
reserves of an associate is included in the consolidated
profit and loss account and consolidated reserves,
respectively. The Group's interest in its associate is
stated in the consolidated balance sheet at the Group's
share of net assets under the equity method of
accounting, less any impairment losses.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwill

Goodwill arising on the acquisition of subsidiaries
represents the excess of the cost of the acquisition
over the Group’s share of the fair values of the
identifiable assets and liabilities acquired as at the date
of acquisition.

Goodwill arising on acquisition is recognised in the
consolidated balance sheet as an asset and amortised
on the straight-line basis over its estimated useful life.

Prior to the adoption of SSAP 30 “Business
combinations”in 2001, goodwill arising on acquisitions
was eliminated against consolidated reserves in the
year of acquisition. On the adoption of SSAP 30, the
Group applied the transitional provision of the SSAP
that permitted such goodwill to remain eliminated
against consolidated reserves. Goodwill on acquisitions
subsequent to the adoption of the SSAP is treated
according to the SSAP 30 goodwill accounting policy
above.

On disposal of subsidiaries, the gain or loss on disposal
is calculated by reference to the net assets at the date
of disposal, including the attributable amount of
goodwill which remains unamortised and any relevant
reserves, as appropriate. Any attributable goodwill
previously eliminated against reserves at the time of
acquisition is written back and included in the
calculation of the gain or loss on disposal.

The carrying amount of goodwill, including goodwiill
remaining eliminated against consolidated reserves,
is reviewed annually and written down for impairment
when it is considered necessary. A previously
recognised impairment loss for goodwill is not
reversed unless the impairment loss was caused by a
specific external event of an exceptional nature that
was not expected to recur, and subsequent external
events have occurred which have reversed the effect
of that event.
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Notes to the Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of assets

An assessment is made at each balance sheet date of
whether there is any indication of impairment of any
asset, or whether there is any indication that an
impairment loss previously recognised for an asset in
prior years may no longer exist or may have decreased.
If any such indication exists, the asset’s recoverable
amount is estimated. An asset’s recoverable amount
is calculated as the higher of the asset’s value in use
or its net selling price.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount.
An impairment loss is charged to the profit and loss
account in the period in which it arises, unless the
asset is carried at a revalued amount, when the
impairment loss is accounted for in accordance with
the relevant accounting policy for that revalued asset.

A previously recognised impairment loss is reversed
only if there has been a change in the estimates used
to determine the recoverable amount of an asset,
however not to an amount higher than the carrying
amount that would have been determined (net of any
depreciation/amortisation), had no impairment loss
been recognised for the asset in prior years. A reversal
of an impairment loss is credited to the profit and
loss account in the period in which it arises, unless
the asset is carried at a revalued amount, when the
reversal of the impairment loss is accounted for in
accordance with the relevant accounting policy for
that revalued asset.

Fixed assets and depreciation

Fixed assets, other than construction in progress, are
stated at cost or valuation less accumulated
depreciation and any impairment losses. The cost of
an asset comprises its purchase price and any directly
attributable costs of bringing the asset to its working
condition and location for its intended use.
Expenditure incurred after fixed assets have been put
into operation, such as repairs and maintenance, is
normally charged to the profit and loss account in
the period in which it is incurred. In situations where
it can be clearly demonstrated that the expenditure
has resulted in an increase in the future economic
benefits expected to be obtained from the use of the
fixed asset, the expenditure is capitalised as an
additional cost of that asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Fixed assets and depreciation (Continued)

Depreciation is calculated to write off the cost or

valuation of each asset over its estimated useful life at

the following rates per annum:

Leasehold land Over the remaining lease terms on
the straight-line basis

Buildings 4% on the straight-line basis

Leasehold improvements ~ 25% on the reducing balance basis

Furniture and fixtures 25% on the reducing balance basis

Equipment and tools 10% - 25% on the reducing balance
basis

Motor vehicles 30% on the reducing balance basis

Moulds 25% on the straight-line basis

Construction in progress represents the cost of
buildings under construction in Mainland China not
yet ready for their intended use. Construction in
progress is stated at cost less any impairment losses.
Depreciation is provided upon its transfer to other
fixed assets accounts, when it is ready for its intended

use.

Changes in the values of fixed assets are dealt with as
movements in the asset revaluation reserve. If the total
of this reserve is insufficient to cover a deficit, on an
individual asset basis, the excess of the deficit is
charged to the profit and loss account. A subsequent
revaluation increase is recognised as income to the
extent that it reverses a revaluation deficit of the same
asset previously charged to the profit and loss account.

Upon the disposal of revalued fixed assets, the relevant
portion of the revaluation reserve realised in respect
of the previous valuation is credited directly to the
retained profits account.

The gain or loss on disposal or retirement of a fixed
asset recognised in the profit and loss account is the
difference between the net sales proceeds and the
carrying amount of the relevant asset.
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Notes to the Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Research and development costs

All research costs are charged to the profit and loss

account as incurred.

Expenditure incurred on projects to develop new
products is capitalised and deferred only when the
projects are clearly defined; the expenditure is
separately identifiable and can be measured reliably;
there is reasonable certainty that the projects are
technically feasible; and the products have commercial
value. Product development expenditure which does

not meet these criteria is expensed when incurred.

Deferred product development costs are amortised
using the straight-line basis over the commercial lives
of the underlying products not exceeding five years,
commencing from the date when the products are
put into commercial production.

Leased assets

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

Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases,
but are depreciated over their estimated useful lives.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leased assets (Continued)

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are
accounted for as operating leases. Where the Group is
the lessor, assets leased by the Group under operating
leases are included in non-current assets and rentals
receivable under operating leases are credited to the
profit and loss account on the straight-line basis over
the lease terms. Where the Group is the lessee, rentals
payable under the operating leases are charged to
the profit and loss account on the straight-line basis

over the lease terms.

Trademarks

Trademarks are stated at cost less accumulated
amortisation and any impairment losses. They are
amortised using the straight-line basis over their
estimated useful lives but not exceeding ten years.

Long term investments

Long term investments in listed and unlisted equity
securities, intended to be held for a continuing
strategic or long term purpose, are stated at cost less
any impairment losses, on an individual investment

basis.

When a decline in the fair value of a security below its
carrying amount has occurred, unless there is evidence
that the decline is temporary, the carrying amount of
the security is reduced to its fair value, as estimated
by the directors. The amount of the impairment is
charged to the profit and loss account for the period
in which it arises. When the circumstances and events
which led to the impairments in values cease to exist
and there is persuasive evidence that the new
circumstances and events will persist for the
foreseeable future, the amount of the impairment
previously charged is credited to the profit and loss
account to the extent of the amount previously
charged.
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Notes to the Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Inventories

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

Income tax

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

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

Deferred tax liabilities are recognised for all taxable
temporary differences:

except where the deferred tax liability arises from
goodwill or the initial recognition of an asset or
liability and, at the time of the transaction, affects
neither the accounting profit nor taxable profit
or loss; and

in respect of taxable temporary differences
associated with investments in subsidiaries and
associates, except where the timing of the
reversal of the temporary differences can be
controlled and it is probable that the temporary
differences will not reverse in the foreseeable
future.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Income tax (Continued)

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

except where the deferred tax asset relating to
the deductible temporary differences arises from
negative goodwill or the initial recognition of an
asset or liability and, at the time of the
transaction, affects neither the accounting profit
nor taxable profit or loss; and

in respect of deductible temporary differences
associated with investments in subsidiaries and
associates, deferred tax assets are only recognised
to the extent that it is probable that the
temporary differences will reverse in the
foreseeable future and taxable profit will be
available against which the temporary differences
can be utilised.

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

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Government grants

Government grants are recognised at their fair value
where there is reasonable assurance that the grant
will be received and all attaching conditions will be
complied with. When the grant relates to an expense
item, it is recognised as income over the periods
necessary to match the grant on a systematic basis to
the costs that it is intended to compensate.

Revenue recognition

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

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

(b) from the rendering of subcontracting and
handling fee services, when the services are
rendered;

(c) rental income, on a time proportion basis over

the lease terms;

(d) interest income, on a time proportion basis,
taking into account the principal outstanding and
the effective interest rate applicable; and

(e) dividend income, when the shareholders’ right
to receive payment has been established.

BB W R MR

31 March 2004 —ZTZEHWNF=F=+—H 5

EEFBREE (8)

BURS & B

B TN A & B RS A S A
LA SR BEETR REQF
BEmER - AN XIER A5t
LA # B i 349 L 58 T 8 1B A AR 2 P 5 3
BERGBBERBBEA-

iy 5 W R
W BN AEBE AR S E LB =
REBYEENF EAER RTIIE
EARR:

(@ HEEMWUREREBEKIED
uﬂ&@i&ﬂﬁﬁ%ﬁﬁ'lﬁﬁ%l?\
B2RBRTEMELERNHERE
FERZEHRERNEERARK:

(b) RREABRE UK ER IR MRS E
AR

(© MEWA RHEEFHZEEL
N
(d) MEBEWARBERREENEE KB

B R M) =R 4 B T LG BB - I

() MEMA R HEE IR A Z BUR B
H 4 A B A B




Notes to the Financial Statements

BB R R MR

31 March 2004 —ZZTWME=A=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Dividends

Final dividends proposed by the directors are classified
as a separate allocation of retained profits within the
capital and reserves section of the balance sheet, until
they have been approved by the shareholders in a
general meeting. When these dividends have been
approved by the shareholders and declared, they are
recognised as a liability.

Interim dividends are simultaneously proposed and
declared, because the Company’s memorandum and
articles of association grant the directors the authority
to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability
when they are proposed and declared.

Foreign currencies

Foreign currency transactions are recorded at the
applicable exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated in
foreign currencies at the balance sheet date are
translated at the applicable exchange rates ruling at
that date. Exchange differences are dealt with in the
profit and loss account.

On consolidation, the financial statements of overseas
subsidiaries are translated into Hong Kong dollars
using the net investment method. The profit and loss
accounts of overseas subsidiaries are translated into
Hong Kong dollars at the weighted average exchange
rates for the year, and their balance sheets are
translated into Hong Kong dollars at the exchange
rates ruling at the balance sheet date. The resulting
translation differences are dealt with in the exchange
fluctuation reserve.

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

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets which
necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalised as
part of the cost of those assets. The capitalisation of
such borrowing costs ceases when the assets are
substantially ready for their intended use or sale.

Related parties

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. Related parties may be individuals or
corporate entities.

Cash and cash equivalents

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

management.

For the purpose of the balance sheet, cash and bank
balances comprise cash on hand and at banks,
including term deposits, and assets similar in nature
to cash, which are not restricted as to use.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Employee benefits

Employment Ordinance long service payments

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

specified in the Employment Ordinance.

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

Pension scheme

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

The employees of the Group's subsidiaries which
operate in Mainland China are required to participate
in a central pension scheme operated by the local
municipal government. These subsidiaries are required
to contribute a percentage of their payroll costs to
the central pension scheme. The contributions are
charged to the profit and loss account as they become
payable in accordance with the rules of the central
pension scheme.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Employee benefits (Continued)

Share option scheme

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the
Group's operations. The financial impact of share
options granted under the share option scheme is not
recorded in the Company’s or the Group's balance
sheet until such time as the options are exercised,
and no charge is recorded in the profit and loss
account or balance sheet for their cost. Upon the
exercise of share options, the resulting shares issued
are recorded by the Company as additional share
capital at the nominal value of the shares, and the
excess of the exercise price per share over the nominal
value of the shares is recorded by the Company in the
share premium account. Options which are cancelled
prior to their exercise date, or which lapse, are deleted
from the register of outstanding options.
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SEGMENT INFORMATION

Segment information is presented by way of two
segment formats: (i) on a primary segment reporting
basis, by business segment; and (ii) on a secondary
segment reporting basis, by geographical segment.

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

business segments are as follows:

(@) the electronic products and components
segment consists of the design, manufacture and
sale and of audio and video products and

components;

(b) the home appliance products segment consists
of the design, manufacture and sale of home
appliance products;

(c) the corporate segment comprises corporate
income and expense items; and
consists of the

(d) the “others”

subcontracting of audio products and sale of

segment

other products.

To accord with the presentation adopted in the current
year, which in the opinion of the directors, better
reflects the business segment information, audio
products segment and video products segment in the
prior year have been grouped under electronic
products and components segment.

In determining the Group's geographical segments,
revenues and results are attributed to the segments
based on the location of the customers, and assets
are attributed to the segments based on the location
of the assets.
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4, SEGMENT INFORMATION (Continued)
There were no intersegment sales and transfer during
the year (2003: Nil).
(a) Business segments
The following tables present revenue, profit/(loss)
and certain asset, liability and expenditure

BB W R MR
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4. HEEHE
FAWESBEEEREHE (T =
G 4E) o

(a) REKE D
TREINANEFBZEKE D AW
AwmF,/ (BE) RETEE &

information of the Group's business segments. ERRASHER -
Group RE
Electronic products Home
and components appliance products Corporate Others Consolidated
EFERREH FEERER g At &A
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
ZEEME -TT-F “EEME -TT-F “ERME CTR-E “RIME STToEF CEEME CTECF
HK$'000 HKS'000  HKS$'000 HKS000  HKS$'000 HKS000  HKS$'000 HKS000  HK$'000 HKS 000
Tz Tz TEx FhAn FEx  TExn  TEz  TEn  TEx  TEn
(Restated)
(&51)
Segment revenue AHHA
Sales to external customers HEFHR
Bp 1,860,003 2453001 214,137 153,956 - - - 73320 2,074140 2680277
Other segment revenue ErpBRA 7,953 9,181 531 109 - - - 3 8,484 9,293
Total @5 1,867,956 2462,182 214,668 154,065 - = - 73323 2,082,624 2689570
Segment results R 32,003 67,552 3,301 3313 (125) (298) - 1079 35179 71,706
Interest income and MEHAR
unallocated income AAERA 1541 1428
Unallocated expenses RAESH (7,611) (6,937)
Profit from operating activities 29,109 66,197
Finance costs (9,144) (12,679)
Share of loss of an associate
= (3)
Proft before tax BB AR 19965 53495
Tax i) 5,634 (10,194)
Net profit attributable RRE S
to shareholders ek 25,599 43301
= E = F 5 ® R » B ¥ £ B B R 4 A
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4. SEGMENT INFORMATION (Continued) 4. DEEE (E)
(a) Business segments (Continued) (a) BEKE S (&)
Group KE
Electronic products Home
and components appliance products Corporate Others Consolidated
ETERLREH FEERER A 2t G4
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
ZEEME -TT-F C“REME -TE-F CERME CTE-F CBEME —TT-F CBEME -TECF
HKS'000  HKS000  HKS'000  HKSO0D  HKS'000  HKSOOD  HKS'000  HKSOOD  HKS'000  HKSOOO
Tz  FhAr TEx  TEx  FEx  TEr  TEx  ThEr  TEr  TEn
(Restated)
E2))
Segment asset PHEE 1313648 996245 111,156 7347 124 279 - 24710 1424928 1094706
Interest in an associate R-HBEAH
ER - - - - - - 74 192 74 192
Unallocated assets APREE - - - - - - - - 31914 28877
Total assets @EE 1313648 99245 111,156 13412 124 9 74 24902 1462916 1123775
Seqment liabiliies PHERE 457609 277406 41,63 2807 - 168 - 4909 498872 305290
Unallocated liabilities APEER - - - - - - - - 567505 431804
Total liabilties BaE 457,600 27406 41,263 22807 - 168 - 4909 1066377 737,004
Other segment information: Epdes:
Capital expenditure BARY 128,001 69784 16,426 17,194 - - 5,05 1301 149,482 88,279
Depreciation and amortisation 1% R 5 57,124 58,351 9,442 5,791 - - 523 1855 67,089 65,997
Provision/(write-back of GERE/
provision) for inventories (BERE) (955) 4173 79 - - - - - (876) 417
Provision for doubtful debts RERRE - 9,198 - - - - - 2192 - 11350
Provision for amount due fom ~ — B & AT
an associate REEG - - - - - - 318 458 318 458
Impairment of long term RARERE
investments - - - - - - - 2629 - 2629
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4, SEGMENT INFORMATION (Continued)
(b) Geographical segments
The following table presents revenue and certain
asset and expenditure information for the Group's
geographical segments.

BB W R MR
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SEREF (&

(b) RHBEEH
TR EVAEB L &S 55U A
FETEERRIHER:

Group RE
United States Asia-Pacific
of America Europe countries Others Consolidated
B BM SAEER At &4
2004 2003 2004 2004 2003 2004 2003 2004 2003
“EEME -TT-F “EEME -“TT-F “BEME -TT-F -EEME -TT-F CZEME -3%3-%
HK$'000 HKS000  HKS$'000 HKS'000  HK$'000 HKS000  HK$'000 HKS'000  HK$'000 HKS'000
Tz TEr TEx FhAn FEx  TEn  TEx  TEn  TEx  TEn
Segment revenue AEHHA
Sales to external customers HEFHR
ZF 469,956 867,142 1,252,280 1337610 314,235 456,400 37,669 19125 2,074140 2680277
Other segment information: EfppHER:
Segment assets PHEE
- Hong Kong -Bh 540,036 41482
- Mainland China — 922,880 708,953
Total @3 1462916 113775
Capital expenditure BERRR
- Hong Kong -Bk 3,574 8775
- Mainland China ik 145908 79,504
Total @5t 149,482 88279
= E = F 5 ® R » B ¥ £ B B R 4 A
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5. TURNOVER AND REVENUE

Turnover represents the invoiced value of goods sold,

net of discounts and returns, after elimination of all

significant intra-group transactions.

An analysis of turnover and other revenue is as follows:

Turnover
Manufacture and sale of electronic
products and components

Manufacture and sale of home appliance $.3% & $4 & K k2

products
Others

Other revenue
Handling fee income
Interest income
Others

ZERARWE
ERBENEHEMABEEARRIRNE
AR & KA RENELEM
BRME-

EEBREMEESITOT:

2004 2003
—EENME —ET=4F
HKS$’000 HKS'000
FETT FAET
R
BENHES TEM
R E 4 1,860,003 2,453,001
B Em 214,137 153,956
E b = 73,320
2,074,140 2,680,277
H b U 2=
FEBUWA 5,293 6,443
ARSI ON 291 1,234
Hib 4,441 3,044
10,025 10,721
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PROFIT FROM OPERATING ACTIVITIES 6. EEHLA
The Group's profit from operating activities is arrived REFBNKEESHMNEHEG (T A) 5
at after charging/(crediting): & IE
2004 2003
“EENE —EE=F
Notes HK$’000 HKS'000
fff i FET FAET
Depreciation bl 14 63,607 62,522
Minimum lease payments under THIREFRE
operating leases on land and buildings MOz mEHS 3,014 2,592
Auditors' remuneration %2R B 720 670
Amortisation of trademarks* 721 422 1% gH * 15 258 251
Research and development costs: Bt 7% I B B A A
Deferred development costs FE 3 B P
amortised* B 15 3,224 3,224
Current year expenditure ANEZHXY 567 1,599
Provision/(write-back of provision) FEEE/
for inventories (B mEm) (876) 4173
Staff costs (including directors remuneration 8 LA (BIEEE
- note 7): B — MaE7)
Wages and salaries ITERES 133,557 131,587
Pension scheme contributions RIKEEHEHE R 2,461 2,083
Less: Forfeited contributions** A< 08 A R (45) (120)
Net pension contributions Rk HFFE 2,416 1,963
135,973 133,550
Other operating expenses: HZEmk:
Provision for doubtful debts RIRRE - 11,350
Impairment of long term investments RHRERE
(note 19) (Kiat19) - 2,629
Provision for amount due from — MBS R RIRK
an associate (note 18) B (ffaFi8) 318 458
318 14,437
Gain on disposal of fixed assets & B & E W (331) (87)
Exchange (gains)/losses, net BH (W) BB
F 28 (1,830) 1,182
Interest income A8 WA (291) (1,234)
Gross and net rental income from land T REFHS
and buildings WAEERFE (84) (102)
Dividend income from listed investments EFREEREKA (911) (107)
Government grant*** BT i B+ (458) =
- = M F £ 8 R Hh B ¥ 2 KR B R 2o 7



56

Notes to the Financial Statements
B & ¥R & M 5

31 March 2004
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PROFIT FROM OPERATING ACTIVITIES (Continued)
Notes:

*%

The amortisation of trademarks and deferred
development costs for the year are included in “Selling
and distribution costs”and “Cost of sales’, respectively,
on the face of the consolidated profit and loss account.

As at 31 March 2004, the Group had no forfeited
contributions available to offset its future employers’
contributions (2003: Nil).
Government grants have been received for
employment of qualified employees in Japan. There
are no unfulfilled conditions or contingencies relating

to these grants.

DIRECTORS’ REMUNERATION

Fees — non-executive directors
Other emoluments - executive directors:
Salaries and allowances

Pension scheme contributions

6.

wERN (&)
ET

*%

REZ B AR ROE ST B R R AN #E 85 5 R
ARG EERZ [HERDHEKA]
R HERA] -

RZZZENMFEF=A=+—H KAEEL
EERUNER (BT =FF) At
SRCS i o e

EESBAMMEBEREAEZFAER
12 8 -5 B % 5 # B 0 B R GE K 2 (61T
HAEMHAFIH

EEiNE

wE - FRTES
HiE - TES:
¥ KRR
RK e EHR

2004 2003
—2BWE —TT=F
HK$'000 HKS'000
FET FBT
195 195
14,166 14,166
535 534
14,896 14,895
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DIRECTORS’ REMUNERATION (Continued)
The number of directors whose remuneration fell
within the following bands is set out below.

BB W R MR
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Exme (2)
BRATHEHENESTAZKNO T

Number of directors

EEAY
2004 2003
—EENF —TT=F
Nil = HK$1,000,000 = & 1,000,000/ 7T 4 4
HK$1,500,001 - HK$2,000,000 1,500,001 7T Z 2,000,000/ 7T - -
HK$2,000,001 = HK$2,500,000 2,000,0017% 7T & 2,500,000/% 75 4 4
HK$4,500,001 = HK$5,000,000 4,500,001 7T 2 5,000,0007% 7T 1 1

There was no arrangement under which a director
waived or agreed to waive any remuneration during
the year (2003: Nil).

FIVE HIGHEST PAID EMPLOYEES
The five highest paid employees during the year
comprised five (2003: five) directors, details of whose

remuneration are set out in note 7 above.

FA ZREFTUEFLREXRBNE

EAMENZH (ZTT=F:E)-

Eﬁ%%ﬁﬁé

=% iﬂﬁ) %% T BREREMEFIEHE
R EXHEET

FINANCE COSTS Bl & B A
2004 2003
—ZEENE —EFE=F
HKS$’000 HKS000
FETT FAETT
Interest on: A
Bank loans and facilities wholly ARAEFAZHEEN
repayable within five years RITERREE 8,933 12,280
Finance leases B & A 211 399
Total interest B 4B 9,144 12,679

- 2 FE @M OF F K R H OB X B KR AR A
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10. TAX 10. HIHE

Hong Kong profits tax has been provided at the rate BEBNSTHEBEEDIRAFERE SR
of 17.5% (2003: 16%) on the estimated assessable ZIEFTERB R AT K 17506 (= F
profits arising in Hong Kong during the year. The =F:16%) FTE-BEFEMBMEE L
increased Hong Kong profits tax rate became effective A AR _ET= —ETNURBFE
from the year of assessment 2003/2004, and so is ERCHBEBRARBE_STNFE=HA=
applicable to the assessable profits arising in Hong T—BIEBEFEES BRI R
Kong for the whole of the year ended 31 March 2004. i Al o A 3[R 2 B ER A v A A I8 T AR
Taxes on profits assessable elsewhere have been BASEBKEXEBERR 2B B A
calculated at the rates of tax prevailing in the countries Bl -ZREREFIEZEHERATETE-

in which the Group operates, based on existing
legislation, interpretations and practices in respect

thereof.
2004 2003
—EENEF —ET=F
HKS$’000 HKS$000
FET FHE T
(Restated)
(E5)
Group: REE:
Current — Hong Kong BNER — &/ %
Charge for the year RNEEXZH 2,462 9,627
Overprovision in prior years BAEFEHBEEE (8,543) =
Current — Elsewhere BVER — E fih 3 [=
Charge for the year REFEZH 436 =
Deferred (note 26) BT (Hfat26) 1 567
Tax charge/(credit) for the year KEZHIE
EH L (BRE %) (5,634) 10,194
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10. TAX (Continued) 10. #HIE (&)
A reconciliation of the tax expense applicable to profit HRARBRBEIREMNRARAR B
before tax using the statutory rates for the countries ANE REE AR MER R 2 EED 5t
in which the Company, its subsidiaries and associates BB HEEEREERAE 2B
are domiciled to the tax charge/(credit) at the effective S (UK R) 2 S8R LA R @A
tax rate, and a reconciliation of the applicable rate E(AVEEMR) HERB X 2 H R
(i.e., the statutory tax rates) to the effective tax rate, T
are as follows:
Group AEH
2004 2003
“ZEME —TT=F
HKS'000 % HKS'000 %
FET FBIT
Profit before tax B % A 4 A 19,965 53,495
Tax at the statutory tax rate REEHE
st BB 3,494 17.5 8,559 16.0
Higher tax rate for other countries ~ EMER 2
REhx 236 1.2 62 0.1
Effect on deferred tax of increase MELRYET
in rates REZTE - - 2,466 46
Profit not subject to tax, due to AR BEED
concession BRRDZ 5 7 (1,396) (7.0) (578) (1.1)
Adjustments in respect of current 58 7 H3F5 BN 4
tax of previous periods TIAE L A% (8,543) (42.8) - =
Income not subject to tax HARTRA (386) (1.9) (235) (0.4)
Expenses not deductible for tax kg 922 4.6 939 18
Adjustment in respect of deferred BB HEET
tax of previous periods BIBEL RE 1,610 8.1 - -
Tax loss agreed and utilised AEEMRAZERE
in current year PRHEERE (2,017) (10.1) - -
Tax loss not recognised AERZHMERRE 145 0.7 46 0.1
Deferred tax not recognised, AT E R & A
due to concession BARAZELHE 41 0.2 (2,303) 43)
Others Hits 260 1.3 1238 23
Tax charge/(credit) at the Groups ~ RAEBEEBEH X
effective rate AEZHES T
/(BB &) (5,634) (28.2) 10,194 19.1
- 2 2 W F F K R Hh B ¥ B KR E R 2o 7
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11. NET PROFIT ATTRIBUTABLE TO SHAREHOLDERS 11.
The net loss attributable to shareholders dealt with in
the financial statements of the Company for the year
March 2004 was HK$117,000 (2003:

ended 31
HK$152,000 note 29(b)).

12. DIVIDENDS

Interim — HK1 cent (2003: HK1 cent)
per ordinary share

Proposed final — HKO.5 cent
(2003: HK1.5 cents) per ordinary share

The proposed final dividend for the year is subject to
the approval of the Company's shareholders at the

forthcoming annual general meeting.

13. EARNINGS PER SHARE

The calculation of basic earnings per share is based
on the net profit attributable to shareholders for the
year of HK$25,599,000 (2003 (restated): HK$43,301,000)
and the weighted average of 635,259,975 (2003:
635,259,975) ordinary shares in issue during the year.

Diluted earnings per share amounts for both the
current and prior years have not been shown because
the effects arising from the exercise of the potential

% 3R FE 185 it 1l 7% 87

ARARARBE_ZZEMF=RA=1+—H
HFEMBHRREENRREEEES

%8/5117,0008 7T (Z B =4 :152,000/%
7T Mt 5% 29(b)) °
12. K2
2004 2003
—EENME —EE=F
HKS’000 HKS'000
FETT FAET
FREIRRE — B
T A A I
—EE=F15) 6,353 6,353
BRRBRE —FK
3B B 0.58 1
—EE=F158) 3,176 9,529
9,529 15,882

13. BERER

HRITEE

Mg &R

ordinary shares would have been anti-dilutive.

AEERERPREAFARBBRE
EERRBFASHERTAIEER-

BRRE KRBT T iR 2N [F IR R E A 5 T
F 8255990008 L (ZTEE=F (&
) +43,301,00087C) RANFED EHTE
WA 2 DA 19 IR 80635,259,9750% (=&
T =4F :635,259,9750%) st H o

TRRYZAEEENE
A #YE2INAFREEBEFREZE

TONIC INDUSTRIES HOLDINGS LIMITED
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31 March 2004 —ZTZWNF=A=+—H Y
14. FIXED ASSETS 14. BEEE
Group &
Leasehold Con- Leasehold Furniture Equipment
landand  struction improve- and and
buildings in ments fixtures tools Motor
HELH  progress E B ®%E  vehicles  Moulds Total
kEF £EIR W5%# REE RIA a2 BE #zt
HKS'000  HKS000  HKS000 — HKS000  HKS000  HKS000  HKS000  HKS'000
Thr TEr FEr Tz TExn  FEr  ThAr  TEx
Cost or valuation: A {EE:
At beginning of year £ 225,130 = 55397 25098 315,189 11,831 113,043 745,688
Additions NE 5006 72,6% 1,456 2510 12429 1,022 34970 130,089
Disposals e (1,220) - - (121)  (5401) - (39) (6781
Exchange realignment LS - - 50 36 24 - - 110
At 31 March 2004 Z230E
ZA=t-H 228,916 72,696 56,903 27,523 322241 12,853 147,974 869,106
Analysis of cost or valuation: X AN {217 :
At cost B A 5,006 72,69 56,903 27523 322,241 12,853 147974 645,196
At 31 March 2003 ZZ3=%ZH
valuation =ST-BEE 23910 - - - - - - 3910
228916 72,6% 56,903 27523 322,241 12,853 147974 869,106
Accumulated depreciation: R E:
At beginning of year 9 = = 25577 18,970 150912 9,070 75,733 280,262
Provided during the year  F R A 7743 - 6,283 1712 21,46 942 19681 63607
Disposals e (29) - - (105)  (3678) - (5)  (3817)
Exchange realignment B 5 % - - 10 8 5 - - 3
At 31 March 2004 mt £ ik
ZA=t-H 7,114 - 31,870 20,585 174,485 10,012 95,409 340,075
Net book value: REFE:
At 31 March 2004 “EENE
ZA=t-H 221,202 72,696 25,033 6,938 147,756 2,841 52,565 529,031
At 31 March 2003 - 3
=A=t-H 225130 = 29,820 6,128 164,277 2,761 37310 465,426
- 2 = F F % R H B ¥ £ R 8 R 24 =
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BB R R MR

31 March 2004 —ZZTWME=A=+—H

FIXED ASSETS (Continued)
An analysis of the Group's leasehold land and buildings

is as follows:

At valuation: BIHE
Held under long term leases ERABEAORFSE
Held under medium term leases ZHREBEAOFE

The Group's leasehold land and buildings, other than
the current year's additions were revalued at 31 March
2003 by Sallmanns (Far East) Limited, an independent
firm of professional valuers, on an open market,
existing use basis at HK$225,130,000. No professional
valuation of such land was made as at 31 March 2004
because the directors are of the opinion that the value
of such land and buildings at 31 March 2004 is not
significantly different from the carrying amount at 31
March 2003 and that a further professional valuation
would involve expense out of proportion to the value
to the shareholders of the Company.

No professional valuation of the current year's
additions of leasehold land and buildings was made
as at 31 March 2004 because the directors are of the
opinion that the value of such land and buildings as
31 March 2004 is not significantly different from the
carrying amount as 31 March 2004.

Had the whole class of the Group's leasehold land and
buildings been carried at cost less accumulated
depreciation, they would have been included in the
financial statements at approximately HK$142,927,000
(2003: HK$142,910,000).

14. BEEE (&)

REBNHELHWREFTIHOT:

Mainland
Hong Kong China Total
58 B At
HKS'000 HKS'000 HKS'000
TET TET TET
1,650 = 1,650
36,130 191,136 227,266
37,780 191,136 228,916

AEBNHEE L REF (RAFER
EERIN BB EXGEMERAM &
R)ERARAINR - ZEE=F=F=+—
BIZEERARMSHNIREAEEHNE
E7%225,130,0008 L - AR EZRAZE
THEEFR=_ZETNFEF=A=1+—H
MNEEER-_ZEZT=F=-A=+—HHN
FEETESAZRN WK NF
A=t BUEpZE T HETESE
hE MmE—FTETEEGHEMIRZ
i 2 B KA B iR SR AT A5 (B E L 1 3 T 4
7 o

HREFERR HELWEEBFR
TENF-_A=T-HZEEEER =
EENF-_A=T - HAZEEELES
RER BAFEYERBINEE LM
REFETEMBEREGE

A EE 2 IEREE L RIEFIRK
N RAMEAR AZEEERIZY
142,927,0008 7t (= & T = & :
142,910,000 7T ) 5t A B B # 3k

TONIC INDUSTRIES HOLDINGS LIMITED

ANNUAL REPORT 2004



Notes to the Financial Statements

14. FIXED ASSETS (Continued) 14.

The Group is applying for land use right certificates in
respect of certain of the Group's leasehold land and
construction in progress in Mainland China. These
pieces of land had an aggregate net book value of
approximately HK$16,969,000 at 31 March 2004 (2003:
HK$2,849,000).

Included in the total amount of equipment and tools
at 31 March 2004 are assets held under finance leases
with a net book value of HKS$17,027,000 (2003:
HK$23,376,000).

BB W R MR

31 March 2004 —ZZHNF=A=+—H NeB]

Bx&&E (&)
AEEBERERTEETHET M RE
BIERF I MEAES 2SR
—EENF=A=+—HZEREZFEA
£ #916,969,0008 7T (Z T = F :
2,849,000/ 7T ) °

—EENF=A=+—HHRELET
48 %8 6 HE BR T )R B A 17,027,000 7T
(ZZ== =4 :23,376,000/ 7T ) HI L& M

)tﬂﬂ/t'ﬂs

15. INTANGIBLE ASSETS 15. B EE
Group REE
Deferred
development
cost
Trademarks EERR Total
[ 2 P
HKS'000 HKS'000 HKS$000
FET FET FET
Cost: DN
At beginning of year F 4 2,508 9,672 12,180
Additions NE 11 6,277 6,388
At 31 March 2004 —EENF
=A=+-—H 2,619 15,949 18,568
Accumulated amortisation: REt BN
At beginning of year F 4 753 4,069 4,822
Provided during the year NS R 258 3,224 3,482
At 31 March 2004 —EENF
=H=+—H 1,011 7,293 8,304
Net book value: BRHEFE:
At 31 March 2004 —EENE
=Ag=+—H 1,608 8,656 10,264
At 31 March 2003 —EFE=F
=A=+—H 1,755 5,603 7,358

X »n B ¥ 2 R F R 2

ol



Notes to the Financial Statements

BB R R MR

S 31 March 2004 —ZETWMFE=A=+—H

16. GOODWILL 16.

As detailed in note 3 to the financial statements, on
the adoption of SSAP 30 in 2001
the transitional provision of SSAP 30 that permitted

, the Group applied

goodwill in respect of acquisitions which occurred
prior to the adoption of the SSAP, to remain eliminated

against consolidated reserves.

The amount of goodwill remaining eliminated against
consolidated retained profits, arising from the
acquisition of a subsidiary prior to 1 April 2001, was
HK$2,000 as at 31 March 2004 (2003: HK$2,000).

[
AN TSR M 3R R T T —
E?" MEFTEBERE0RE AEE
A&t B % £ R % 305 69 B F £ 1%
*"*LFEA%N MERTEFERZATH K
BRELANREEEEGARAEYHE-

RZZETWMFE=A=+—H RZZEE
—FNA—BzrAKE—FHEAQR
FRTEE A 0 AR 4B ER AR & (R BB i 1) X9 85 A0 75
BHE A20008 T (ZFZT =4:2,000
AT o

17. INTERESTS IN SUBSIDIARIES 17. NI BASIER
Company
PN/
2004 2003
—EEWEF —ET=F
HKS’000 HKS000
FET FAET
Unlisted shares, at cost ELETRM K AE 58,812 58,812
Due from subsidiaries [ OPEERNCIR NG 97,412 113,418
156,224 172,230
The balances due from subsidiaries are unsecured, WEBARIRRERTERT 28 BE
interest-free and have no fixed terms of repayment. TEE SR ET e

TONIC INDUSTRIES HOLDINGS LIMITED

ANNUAL REPORT 2004
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65

17. RMBATI#ER (£)
B RFIEET:

17. INTERESTS IN SUBSIDIARIES (Continued)

Particulars of the subsidiaries are as follows:

Place of Nominal value Percentage
incorporation/ of issued/ of equity
registration registered attributable
Company and operations paid-up capital to the Company Principal
FMmRL BRI/ M b NN DR activities
N TRREXBE BRRAEE RHER D TEXH
Direct  Indirect
BE#E %
Agility Investments Limited  British Virgin Islands USs$1 100 - Investment holding
HERAES E REZER
Dongguan Gold Beam Mainland China HK$22,220,000* 100  Manufacture of
Electronics Co,, Ltd.# H 22,220,0007% 7T * electronic
REeHETHERD A components and
home appliance
products
HEBTTHR
REEREM
Dongguan Tonic Mainland China HK$22,200,000 100 Manufacture of
Electronics Co,, Ltd. # H 22,200,000 7T electronic products
RERNEFERR A NEFEFEM
Gold Beam Developments Hong Kong HK$2 100 - Trading and
Limited BB BT manufacture
EREEBRAA of components
BEERRETH
Tonic Appliances Limited Hong Kong HKS2 100 - Trading of home
ROXAERERAA N 2B TT appliance products
BEEREESEm
Tonic Electronics (B.V.I.) British Virgin Islands HKS$ 1 100 - Investment holding
Limited HERAES 1%L REER
Tonic Electronics Limited Hong Kong Ordinary - 100 Trading and
RNEFERAA B HK$200 manufacture
Non-voting of electronic
deferred ## products
HK$300,000 BEEREE
T ER200% T ETEM
ERERE
SRR AD
300,0007% 7T
- 2 = F F % R H B ¥ £ R 8 R 24 =
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31 March 2004 —ZZTWME=A=+—H

INTERESTS IN SUBSIDIARIES (Continued)
Place of
incorporation/
registration
Company and operations
AL
NG| BRREXLE
Tonic Digital Products Hong Kong

Limited ** 5
RNBBERERQA

British Virgin Islands
RBRUEE

Tonic Enterprises Limited

Tonic International Limited British Virgin Islands/
Mainland China

REBELES/

1

Tonic Investment (B.V.I) British Virgin Islands
Limited EBRAHS
Tonic Marketing Limited British Virgin Islands
EBRAHS
Tonic Plastic Limited British Virgin Islands/
Mainland China

HEEAHES/

hE

Tonic Trading Development Hong Kong

Limited BE
RNBEERARAA

Tonic Technology Limited Hong Kong

ROAMBERADA BE

Panatone Licensing Limited  British Virgin Islands

RERZES

17. R BA SR (£)

Nominal value
of issued/
registered

paid-up capital

BT/ EM

BRRAEE

HK$100
1007 7T

US$1

1E7C

HK$0.01
00178 7T

HK$0.01
00178 T

US$0.01
001F T

US$0.01
001F T

HK$100
10078 7T

HK$10,000
10,000/ JT

US$1
1E7C

Percentage
of equity
attributable
to the Company

KA E ik
BREBDL
Direct Indirect
HE f #
- 100
- 100
- 100
- 100
- 100
- 100
- 100
100 -
- 100

Principal
activities

TEXRK

Trading of digital
products
BEEEHEM

Dormant
Tma

Provision of quality
control services

et B2 6 IR 75

Investment holding

REEK

Investment holding

REEK

Provision of quality

control services

TR B2 R 75

Trading of electronic
products and
components

EEEfEMR
=

s

Investment holding
REER

Holding of patents
RARR

TONIC INDUSTRIES HOLDINGS LIMITED

ANNUAL REPORT 2004
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INTERESTS IN SUBSIDIARIES (Continued)

Company and operations paid-up capital
EMBR L BT/ EM
A BRREXLE HERKEE

Tonic Appliances Ltd.

Place of
incorporation/

registration

31 March 2004

BB W R MR

—zrns=A=+-0 [Ny

17. RMBAT#ER (£)

Nominal value
of issued/
registered

United States

(USA) LLC of America
ES

DeviceSTYLE Japan
Corporation =N

Tonic Technology
(Shenzhen) Ltd# ***

*%

##

Mainland China
H

The registered capital of Dongguan Gold Beam Electronics
Co., Ltd. and Tonic Technology (Shenzhen) Ltd. are
HKS22,220,000 and RMBI10,500,000 (equivalent to
HK$9,905,660), out of which the Group had paid up
HK$20,864,540 and HKS$4,750,000 of the capital at 31
March 2004. The unpaid capital of HKS1,355,460 and
HKS$5,155,660 have been disclosed as the Company’s
commitment in note 33 to the financial statements.

Not audited by Ernst & Young Hong Kong or other Ernst &
Young International member firms.

Incorporated during the year.
Wholly foreign-owned enterprise.

The non-voting deferred shares carry the right to one-half
of the profits after the holders of the ordinary shares have
received a dividend of HKS 1,000,000,000,000, have no right
to vote at general meetings and carry the right to receive
one-half of the balance of any surplus in a return of capital
in a winding-up after the holders of the ordinary shares
have received a total return of the HKS500,000,000,000,000.
None of the non-voting deferred shares was held by
members of the Group at the balance sheet date.

Yen40,000,000
40,000,000 H [&]

RMB10,500,000 *
10,500,000 A [ & *

*%

Percentage
of equity
attributable
to the Company Principal
KAl activities
RHER D TEXH
Direct  Indirect
BE#E %
- 100 Marketing
M 35 H &
= 100 Marketing
M5 HEE
= 100 Research and

development

MERA%

FEa2 K ETFTHRA A R Tonic
Technology (Shenzhen) Ltd. &9 &% it i& 28 53
Bl %22,220,000/& 7T % 10,500,000 A & #
(16 & 19,905,660/& L) e R = ZZ Y F
ZERA=1+—H XEEESFIZHAF
20,864,540% 7T % 4,750,000,8 T A& 7K o 7K
17 #91,355,460/% 7T % 5,155,660,5 T B
AE R EIRE N iF33 1B ABA R AIA
HEIEo

I LK E AN FER AT (BE) X
K& EHEDFE AT (B ) B ok 8 22 7]
F&e

F A FE M
EHERE-

R R (715 B A A IE AR 1+
A A Y& ER1,000,000,000,000/% 7T iR B, 1 &
RHTSA— ¥ Fl (HERERREA SR
FEREFRIRIE EERIF A A YR
[5] & 7K 48 £6.500,000,000,000,0007% 7T 1 Y&
ER(Ffa] & Er el — F BREB(E R EI R K o
AEERE X ARG E AR G ER
EREIERAT

- =z =

— = =

mF F ® R OB X E KR A R 24 F
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INTEREST IN AN ASSOCIATE

18. N—EIEZE AT #ER

Share of net assets
Due from an associate

Provision for amount due from

an associate

— B & DA R KB

The amount due from an associate is unsecured,

interest-free and has no fixed terms of repayment.

Particulars of the associate are as follows:

Name

REEH

E-Global Electronics
Trading Platform Limited

Place of
incorporation/

and
Business operations
structure EmE Y
33y SE—E3: 1
Corporate Hong Kong
yNEC] BB

The Group's share of accumulated losses of the
associate at 31 March 2004 was HK$850,000 (2003:

HK$850,000).

Group
REH
2004 2003
—2EME —TT=F
HK$’000 HK$000
FET FET
Y 850 650
850 650
(776) (458)
74 192

—EBERRARARELAR 258 AE

[B] T & 5K -

BEARFENT:

Percentage
of ownership
interest
attributable
to the Group
A& P ik
BERER
BOk

25

Principal
activities

FEREK

Provision of electronics

procurement services

REETREBRS

R-EBEENME=F=+—H K&EHE
flF — A Bt & 2 B & 51 /&5 78 850,0007% 7T
—EET =4 :850,000/ 7T ) °

TONIC INDUSTRIES HOLDINGS LIMITED

ANNUAL REPORT 2004
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19. LONG TERM INVESTMENTS

At cost:
Hong Kong listed equity investments
Overseas unlisted equity investments

Provision for impairment

Market value of listed equity
investments at balance sheet date

20. LOANS RECEIVABLE

The loans receivable represents unsecured and
interest-free advances to certain staff members of the

Group.

The terms of the loans receivable are analysed as

follows:

Repayable within one year

Repayable by equal monthly instalments

over five years (2003: six years)

Portion classified as current assets

Non-current portion

BB W R MR

31 March 2004 =—ZEENF=A=+—H
19. REAR &
Group
REH
2004 2003
—EENF —ZEE=
HKS’000 HKS'000
FET FET
K AN
EELEMERAEE 21,221 21,221
INFE ETH IR AL E = 855
21,221 22,076
NEREREL (2,629) (2,629)
18,592 19,447
EmRAEE
REHEHNOTE 24,080 20,020

20. FEWER®
EWEFER TFTAELEES T8 THHER

EKRERNERYPOFTOT

2004 2003

—EENE —ET=F

HK$’000 HKS'000

FET FAETT

—FREE 188 188
AFE (BT =F:NF)

NEATEEES 656 844

844 1,032

HERBNE ESB D (188) (188)

JEBNHA 20 o 656 844

W E F B R N B ¥ 2 KR A R D

]
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31 March 2004 —ZZ4F = A

/70

21. INVENTORIES

Raw materials
Work in progress
Finished goods

The carrying amount of inventories carried at net
realisable value included in the above balance was
15,000) as at the balance

HKS$25,259,000 (2003: HKS3,1
sheet date.

22. ACCOUNTS RECEIVABLE

An aged analysis of the Group's accounts receivable,
as at the balance sheet date, based on invoice date, is

as follows:

0 - 30 days
- 60 days
- 90 days

Over 90 days

The normal credit terms granted by the Group to

=—=

R
ERm

LK

E=E
_+ :t/\‘|’E|
AT—ENATH
BeNLTHE

customers range from 7 to 35 days.

21. #&
Group
rEHE
2004 2003
—EEMEF 2T =4
HKS’000 HKS$000
FETT FA&T
197,830 114,474
126,085 83,386
76,928 76,028
400,843 273,888
REEEH ERHIR]ERFEAR
7&K BR T 8 4252590008 T (Z T F
=% 3,115,000 7T ) °
22. FEMBRRRR
AEERGEERREERHAENEK
BRRERER DT T
2004 2003
—ETNE —TT=F
HK$’000 Percentage HKS'000 Percentage
FET Bot FBL Bk
212,944 83 41,383 36
28,617 11 11,143 10
3,246 1 62,262 53
11,463 5 1,767 1
256,270 100 116,555 100

REEGTEFH—REEHAN T LR
=t+HHB-

TONIC INDUSTRIES HOLDINGS LIMITED

ANNUAL REPORT 2004
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23. BANK BORROWINGS

Long term bank loans repayable:

RERITER:
Within one year —FR
In the second year EF

In the third to fifth years, inclusive

BB W R MR

31 March 2004 —ZZNF=A=+—H A

23. RITEE

BT 5 FHEE R

E=-FEFRF

(BREREREME)

Portion classified as current liabilities

FEBNHA &R

Non-current portion

The Group's trust receipt loans are repayable within

one year.

As at 31 March 2004, all the Group's bank borrowings
were secured by a corporate guarantee granted by
the Company and cross corporate guarantees among
certain subsidiaries and the Company. As disclosed in
note 34(c) to the financial statements, under the terms
of the syndicated loan agreement, the chairman of
the Company, Mr. Ling Siu Man, Simon, being the
single largest shareholder and is actively involved in
the management and business of the Group, is
required to maintain at least 40% of the beneficial

interests in shareholdings in the Company.

SMERB BB D

Group
rEE
2004 2003
—RTEmFE —TT=F
HK$’000 HKS'000
FET FET
110,261 58,920
109,997 43,760
125,833 6,667
346,091 109,347
(110,261) (58,920)
235,830 50,427
AEENGAEZEBEEREAR —FRE
% o

RZZEZENE=A=+—H FELE
BHRTIEESHARARRHNDEE
RRETHEAREARRAERELK
EEERERM B0 RKRME
MO EE RIEREERBERK &
RAEREIXEEERE—HFAK
R-UEBSLENKTENEERES A
MBRARRAFREZESHERY
40%-°

.

[
A
A
=
o
i
E2
v
i
it
He
757
=5
at
wa
I
b
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YO 31 March 2004 —TZTWFE=A

24. ACCOUNTS PAYABLE

=—=

24,

An aged analysis of the Group's accounts payable as

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

follows:

0 - 30 days
- 60 days
- 90 days

Over 90 days

Z=1A
=t-ZA+H
At—Zh+E
BBNTH

xE
<

FE 1 B 3%

AEBREERREE
RRERESITNT:

BHIRTEAEN

2004 2003
—sEmE —TT=F
HK$’000 Percentage HKS'000 Percentage
FET Bot T Bt
205,743 46 73,618 28
134,891 30 68,416 27
43,472 10 38,730 15
63,955 14 78,489 30
448,061 100 259,253 100

TONIC INDUSTRIES HOLDINGS LIMITED

ANNUAL REPORT 2004
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25. FINANCE LEASE PAYABLES 25. RMEAHAEMRRIE
The Group leases certain of its fixed assets for its AEEHBEETEEEEEXEKEE
business. These leases are classified as finance leases ZRZERLNIABEMRL &2 THE
and have remaining lease terms ranging from one to NF—E2=FTF-R_TZTNF=A
three years. At 31 March 2004, the total future =+ —H ERRERNBESRRKER
minimum lease payments under finance leases and CHBEREREMAT:

their present values were as follows:

Present value Present value
Minimum Minimum of minimum of minimum
lease lease lease lease
payments payments payments payments
Group 2004 2003 2004 2003
RiEHEE =EHE HREESRE SEHELRE
AEE “EEZME —EE=F “EEZME ZEE=F
HK$'000 HKS'000 HK$'000 HKS'000
FHT FATT FHT T4
Amounts payable: BN TS FHE R -
Within one year —ER 8,494 9,043 8,333 8,592
In the second year F-F 1,924 7,309 1,896 7,157
In the third to fifth E=BERF
years, inclusive (BEEERME) 253 687 252 684
Total minimum finance BMERLRER S
lease payments B5 10,671 17,039 10,481 16,433
Future finance charges KRR EEE (190) (606)

Total net finance lease /&l & 18 47 8 4 2R
payables BAERE 10,481 16,433

Portion classified as SIERBIBEEHS
current liabilities (8,333) (8,592)

Non-current portion  FEBNEAEE 2 2,148 7,841




Notes to the Financial Statements
B & ¥R & M 5

JZW 31 March 2004

26. DEFERRED TAX

—EENE=RA=1+—H

26. BEBIE
FANEEREABREENEHNOT:

The movement in deferred tax liabilities and assets

during the year is as follows:

Deferred tax liabilities

Group
31

At 1 April 2003

As previously reported
Prior year adjustment:
SSAP 12 - restatement
of deferred tax

As restated

Deferred tax charged/
(credited) to the profit
and loss account during
the year (note 10)

Deferred tax debited to
equity during the year

Deferred tax liabilities
at 31 March 2004

EEBEEE

20

04

S Lk

Losses available
for offset
against future

Accelerated taxable profit
tax Development  Revaluation ] {5 8
depreciation costs  of properties B EERH Others Total
MERERE BRRA EfENE  RANES 2t @t
HKS'000 HKS'000 HKS'000 HK$'000 HK$'000 HK$'000
AR TER TER AR TER TER
RZBE=%
MmA-H
4R R 9,608 - - - - 9,608
BEEERE:
e ERER
F12%
- &5
EERE 11,902 638 11,525 (3,087) (1,610) 19,368
&5 21,510 638 11,525 (3,087) (1,610) 28,976
ERAk/ (GEA)
B
BREHE
(Bizt10) 551 138 - (2,288) 1,610 11
ERMkE
RAMELERE - - (87) - (87)
RZEENF
ZRA=+-AH
BLHEER 22,061 776 11,438 (5,375) - 28,900

TONIC INDUSTRIES HOLDINGS LIMITED

ANNUAL REPORT
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31 March 2004 —ZZNF=A=+—H &

26. DEFERRED TAX (Continued) 26. BEBIE (&)
Deferred tax liabilities (Continued) EEBEEE (&
Group 2003
¥ S e S
Losses available
for offset
against future
Accelerated taxable profit
tax  Development  Revaluation CIk:3i%
depreciation costs  of properties B2 Others Total
MEFENE RERA BEnx  BIHNEE A )
HKS000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TET TET TAT TET TET THT
At 1 April 2002 RZZE_F
MA—A
As previously reported DR 9,608 - - - - 9,608
Prior year adjustment: BEEEAR:
SSAP 12 - restatement eHERES
of deferred tax £12% - 55
EEHE 772 440 12,625 (886) - 19,901
s restated &5 17,330 440 12,625 (886) - 29,509
Deferred tax charged/ ERMEB/ (GIA)
(credited) to the profit BakH
and loss account during R
the year (note 10) (Hizt10) 4180 198 - (2.201) (1610) 567
Deferred tax debited to FRMGE
equity during the year RAHELHE - - (1,100) = = (1,100)
Deferred tax liabilities RZZE=F
at 31 March 2003 ZA=t+-A#
BERERR 21510 638 11525 (3,087) (1610) 28976

A—_ZEENF=A=+—H AREE
BERAE LS EREERBEIINHIBEAER
T MASEEETHERA RSB S A A
B9 7R B [ 28 1) 8 1< A T8 I % B KR FE R
ELERBEEGE (ZTZE=F:F)

At 31
unrecognised deferred tax liability (2003: Nil) for taxes

March 2004, there was no significant

that would be payable on the unremitted earnings of
certain of the Group's subsidiaries or associates as the
Group has no liability to additional tax should such
amounts be remitted.

AR A ) H B SRR A O B
SHER-

There are no income tax consequences attaching to B B B P
the payment of dividends by the Company to its

shareholders.

mF F B R H B E B
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DEFERRED TAX (Continued) 26. BEBIE (&)
SSAP 12 (revised) was adopted during the year, as AN B 7 R R B s i — P RF Al F IR
further explained in note 2 to the financial statements. MR ERERFE 125 (BIEE]) B
This change in accounting policy has resulted in an SR RRENERAEER ST NF
increase in the Group’s deferred tax liabilities as at 31 F_EE=F=A=1+—HHERELEFHEA
March 2004 and 2003 by HK$19,292,000 and B & 5 B % 019,292,000 T K
HK$19,368,000. As a consequence, the net profits 19,368,000/ Lo E It HZE =TT NF K
attributable to shareholders for the years ended 31 —EE=F= ﬂ +—HLEFE RE
March 2004 and 2003 have been decreased by J& 16 5 A% B8 9 B R 4 11,0007 7T &
HKS$11,000 and HK$567,000 respectively. As detailed 567,000/ T © 5 A 4R & #E 2= B B) 3R T AF
in the consolidated statement of changes in equity, M RZTEE—_FR_TE=FMAH—
the consolidated retained profits at 1 April 2002 and E E’\J%?\éi\ﬁ%/ﬁﬂﬂ AR 4 7,276,000
2003 have been decreased by HK$7,276,000 and LK 7,8430008 L MR ZTEZE_F R =
HK$7,843,000, respectively and the asset revaluation TE=FNA-ANBEEEMGHHEND
reserve at 1 April 2002 and 2003 have been decreased Al Bk 4> 12,625,0007% 7T $ 11,525,000 7T ©
by HK$12,625,000 and HK$11,525,000, respectively.
SHARE CAPITAL 27. =&
Company
VNN
2004 2003
—EEMF —ET=
HK$000 HKS'000
FHET FHET
Authorised: EE
1,200,000,000 ordinary shares 1,200,000,0008% & % [l &
of HK$0.10 each 0.1078 T H) & B AR 120,000 120,000
Issued and fully paid: EETREE:
635,259,975 ordinary shares 635,259,975 B X E B
of HK$0.10 each 0.1078 JT ) & & AR 63,526 63,526

TONIC INDUSTRIES HOLDINGS LIMITED

ANNUAL REPORT 2004
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28. SHARE OPTION SCHEME

The Company operates a share option scheme (the
“Option Scheme”) for the purpose of providing
incentives and rewards to eligible participants who
contribute to the success of the Group’s operations.
Eligible participants of the Option Scheme include the
Company's executive directors or employees of the
Group.The Option Scheme became effective upon the
listing of the Company’s shares on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) on 16
October 1997 and, unless otherwise cancelled or
amended, will remain in force for 10 years from that
date.

The maximum number of unexercised share options
currently permitted to be granted under the Option
Scheme is an amount equivalent, upon their exercise,
to 10% of the shares of the Company in issue from
time to time. No option may be granted to any one
employee which, if exercised in full, would result in
the total number of shares already issued and issuable
to him under the Option Scheme exceeding 25% of
the maximum aggregate number of shares subject to
the Option Scheme at the time it is proposed to grant
the relevant option to such employee.

The exercise price of the share options is determined
by the directors and is equal to the higher of: (i) the
nominal value of the shares; or (ii) a price, which is
not less than 85% of the average closing price of the
Company’s shares on the Stock Exchange for the five
trading days immediately preceding the date of grant
of such options.

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

BB W R MR

31 March2004 —ZZNF=A=+—H W

28. FERzHERT &

ARBIREBERETS ([BRES
g) BEMZEFUARAEERBEKIE
FMEMNSER2EALTRHER R E
E-BERETEEER2BALBER
RAIMTEFTHAKEES - BRAES
FRARARBEOR—NAAEFETA TR
REEEMARSMBERAR ([BX
Frl) ERAER R EBOBIERTIN %
e e L BERAER RB10F-

RIZEREE B AT TREM®ERTT
FEREEZE LR AR ERREE
TTER AR R N2 BT EI10% ° fiH#
FER—BEERLERE ME2ET
=5 BBERESEBUR BB RETEE
BORABTTZEEENRMDEEC
BREEZELEEBERETZRER
ZEBBREGTEMSEBRDEH LR
25% ' BINSRZEREERLBRE-

BRETEERESEE HER T
BaE: ORMEE: Kl TMERERF
BEOEERRLERBEREE B AE
XX 5 BB 3 A SF 35 U T (B 85%HY (B
1o

BEETAETREAZERELAR
BRERAERRZHEN-
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SHARE OPTION SCHEME (Continued)

An option may be exercised in accordance with the
terms of the Option Scheme at any time from the date
of acceptance of the option by the employee or such
later date as may be fixed by the directors, to any
date prior to the tenth anniversary of such date
provided that the employee can only exercise a
maximum of 20% of the options granted to him in
each 12-month period following the commencement
of the relevant option period. The consideration to be
paid by the employee upon acceptance of a grant of
options is HK$1.00.

With effect from 1 September 2001, the Stock
Exchange requires that the exercise price of options is
at least the higher of the closing price of the shares
on the Stock Exchange on the date of grant and the
average of the closing prices of the shares on the Stock
Exchange for the five trading days immediately
preceding the date of grant. Up to the date of this
report, the Company has not granted any options on
or after 1 September 2001.

28. FARRHERTE (&)

FHESTEZMEREZBEXNESA
ERFENREAMEEZRIRERTFE
e B LB - BE R R AR AR At 8l A
FRRITEERE EEREEEEERE
Pt HA R P g 12 & 8 28 B B REHE A 1T
&L EHRERBREN20% - BEEXK
MEREZBRERASNHORERI00

BT

B-ZT—FNLA BB BXMARTE
BREKETEERERTIRSE K
R B B B A A U T (B S A D
EEERLBHAREERS BEBRAR
MFHRHE-BEARE BE AR
R-ZEZE-FAA-BHZBRALERY
1T fa] B RO

TONIC INDUSTRIES HOLDINGS LIMITED

ANNUAL REPORT 2004
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28. SHARE OPTION SCHEME (Continued) 28. MEERHERTE (&
The following share options were outstanding under FAN-EBRERETEARTENER
the Option Scheme during the year: WM

At 1 April 2003

and
31 March 2004
R-BE= Date of grant of Exercise period Exercise price
A—BRK share options of share options of share options
—EEMF fE IR R fE IR R & IR 1
=B=+-—H B AH TEH TEE
HKS
ET
Directors:
5%
Ling Siu Man, Simon 10,000,000 07-04-00 10-04-00 to 09-04-10 0.70
% b3 —_ZTETF “ZTTFMATHE
MA+H —T-TFWMANA
Lee Ka Yue, Peter 1,810,000 07-04-00 10-04-00 to 09-04-10 0.70
Z5E8 —ZTTTF —_TEZFRNA+HE
mAtH —Z-ZFMANA
Wong Ki Cheung 1,810,000 07-04-00 10-04-00 to 09-04-10 0.70
BHE —Z2ETF C—ITEZTHEWMATHE
mAtH —Z-ZFMANA
Li Fung Ching, Catherine 1,810,000 07-04-00 10-04-00 to 09-04-10 0.70
BB —ZTTF —_TTETFNATHE
mAtH —Z-ZFMANA
Au Wai Man 1,810,000 07-04-00 10-04-00 to 09-04-10 0.70
RER —ZETTF —ZEETFMATHE
mAtH —Z-ZFMANA
Liu Hoi Keung, Gary 1,810,000 07-04-00 10-04-00 to 09-04-10 0.70
B il 58 —EEEF —ZEETFMATHE
mAtH —Z-ZTFMANA
19,050,000
Other employees:
HitfE & :
In aggregate 29,200,000 07-04-00 10-04-00 to 09-04-10 0.70
@t —ZTTF —_TTETFNATHE
mAtH —Z-ZFMANA
48,250,000
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29. RESERVES 29. itk
(@) Group (a) &A%KH
The amounts of the Group's reserves and the REERANFEERBREFEZFE
movements therein for the current and prior FEBASHERNPEREKRFEIE
years are presented in the consolidated BNEZEEEREHRZTY -
statement of changes in equity on page 30 to 31
the financial statements.
The contributed surplus of the Group represents AEBNBARBREAEEASE
the difference between the nominal value of the RAGRIRNDEEBEHEXZMER
share capital of the former holding company of AR EMMERARNEEEBAET
the Group acquired pursuant to the Group B9 &= [ 25 48 1T Y2 B Y 2N &% [ A 2 AR
reorganisation to rationalise the Group structure ARRAEE BEHADARER
in preparation for the listing of the Company’s BmETRABENERE.
shares on The Stock Exchange of Hong Kong
Limited, over the nominal value of the share
capital of the Company issued in exchange
therefor.
(b) Company (b) AT
Share
premium Contributed Retained
account surplus profits Total
IR 4 % B BR BABRR REE @i
HKS'000 HKS000 HKS000 HKS'000
FAET FAET FAET FAET
At 1 April 2002 2T -F
mA—H 28,735 58,794 27,803 115,332
Net loss for the year AT EEEBFHE - - (152) (152)
Interim 2003 —TT=F
dividend HHR = = (6,353) (6,353)
Proposed final HE—_ET=%
2003 dividend RER 2 = = (9,529) (9,529)
At 1 April 2003 ZTT=F
A—H 28,735 58,794 11,769 99,298
Net loss for the year ANF E 1855 - - (117) (117)
Interim 2004 g3 Jiga2
dividend HHR = = (6,353) (6,353)
Proposed final BE_TTNF
2004 dividend KRS - - (3,176) (3,176)
At31March2004 =—ZEMF
=B=+—H 28,735 58,794 2,123 89,652
TONIC INDUSTRIES HOLDINGS LIMITED ANNUAL REPORT 2004
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29. RESERVES (Continued)
(b) Company (Continued)

The Company’s contributed surplus represents
the excess of the fair value of the shares of the
subsidiaries acquired pursuant to the
reorganisation referred to in note 29(a), over the
nominal value of the Company’s shares issued in

exchange therefor.

Under the Companies Law (2000 Revision) of the
Cayman Islands, the share premium account of
the Company is available for paying distributions
or dividends to shareholders subject to the
provisions of the Company's memorandum or
articles of association, and provided that
immediately following the distribution of
dividends, the Company is able to pay its debts
as and when they fall due in the ordinary course
of business. In the opinion of the directors, the
Company's reserves available for distribution
represent the share premium account,
contributed surplus and retained profits.

BB W R MR
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29. fEfE (&)
(b) AT (&)
RRAHABRBRIEREM E290)
PRt EAMmEERB AR 2R N A
FEEE AR T R BT
B EENZRE-

BERSBESARE(ZEETF
BRTAR) BARBEBEIR AN
AU SBEHREEIN N2 A K
03 (B Bk A 1E 2R SOk 3 AR T IR
ROMERERARDRAN K E
REERAIEEEERABRBEH DB
MER-EFAR AARAIHDIK
NEESRMNEER #HABRHKLK
R8s A o

30. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT
(@) Major non-cash transactions

30. ZFERERERME

(a) EBHHEXRES

(i) During the year, the Group entered into
finance lease arrangements in respect of
fixed assets with a total capital value at the
inception of the leases of HK$3,566,000
(2003: HKS3,274,000).

(i)  During the year, deposits for the acquisition
of fixed assets of HK$8,807,000 (2003:
HKS$3,784,000) was utilised as part of the
considerations paid for the purchases of the
fixed assets.

() ERN AEEFETEEEF L
BEREZHE - Rl LZEMH
AR ZEETEENEARR
8 43,566,0008 T (ZZTE =
£ 13,274,000/ 7T ) °

ih FR BEETEEMNF ©
8,807,000 T (Z T ZT = F:
3,784,000 L) E&L A 1EA
BEETETEEMBHIRE-




Notes to the Financial Statements
B & ¥R & M 5

ISPl 31 March 2004 —ZETMFE=HA=+—H

31. CONTINGENT LIABILITIES 31. HAEMRE
(@) At the balance sheet date, contingent liabilities (@ REER KRUBHRERPEHN
not provided for in the financial statements were LABBEWAT:
as follows:
Group Company
A5H NN
2004 2003 2004 2003
“EENE —EE=F “EZENE —EE=F
HKS'000 HKS$'000 HKS’000 HKS'000
FE FET FET FET
Bills discounted RERRE
with recourse ERERE 1,079 7,478
Guarantees for AIE DA A
general banking —MRERTT
facilities of fFE R
subsidiaries* R’ - - 1,142,125 830,000
Shipping guarantees 75 & 4R 2,744 - -
3,823 7478 1,142,125 830,000
* At 31 March 2004, HK$530,763,000 (2003: HKS373,636,000) * ROZBEMFE=ZF=+—H FBERF]

of the general banking facilities were utilised by the
subsidiaries.

E B F K — AR 7715 B A530,763,0005
T (= FZ =4 :373,636,0005 7T ) °

TONIC INDUSTRIES HOLDINGS LIMITED ANNUAL REPORT 2004
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32. OPERATING LEASE ARRANGEMENTS
The Group's leases certain of its properties under
operating lease arrangements. Leases for properties
are negotiated for terms ranging from one to five years.

At 31 March 2004, the Group had total future minimum
lease payments under non-cancellable operating
leases falling due as follows:

BB W R MR

31 March 2004 —ZZNF=A=+—H K8

32. FEHERH

REBRBEEHELHBEEEETY
%"%%%ﬁnmmnﬁu]—iﬁﬁ)\? Z2hHFo

R-FEME=A=+-R KREE
TR TR T
MARKERS BB

Group
rEE
2004 2003
—EEMF —_TE=F
HK$’000 HKS$'000
FET TF#E T
Within one year —F R 1,959 2,344
In the second to fifth years, inclusive EFE_FEERF
(BFEERMEF) 3,093 4,321
5,052 6,665

At balance sheet date, the Company had no operating
lease arrangements (2003: Nil).

REER ARRYEEAEEHEEL
H(ZFT=F:E)-
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33. COMMITMENTS

In addition to the operating lease commitments
detailed in note 32 above, the Group had the following
commitments at the balance sheet date:

(a) Capital commitments

Contracted, but not provided for:
Equipment and tools
Moulds
Construction in progress in
Mainland China
Leasehold improvements

(b) Commitments under forward

exchange contracts

Commitments to purchase
foreign currencies
Commitments to sell

foreign currencies

At balance sheet date, the Company capital
commitment of approximately HK$6,511,000 in respect
of investment in a subsidiary as detailed in note 17 to

the financial statements.

33. &I
% b SCHYEE 32T SR A A E AR
A BN E A H TSR

(a) BAREIE
Group
rEE
2004 2003
“EENE —TT=F
HK$'000 HK$'000
FET FAET
BRI AE KRB
wER T HE 28,532 7,116
KA 67 5,058
EHEMERETLRE
24,238 =
HEYEEE 14 =
52,851 12,174
foreign (b) RHEAHE SN K EE
Group
rEHE
2004 2003
—EEMF ZZT=F
HK$'000 HK$'000
FET FAET
8 B INE YR
46,302 =
i 6 S s B R
- 39,038

REEH RARMK—EHE QRS
RE B EREIEL6,511,000/8 7T 515 &
RS RER M FE17 ©

TONIC INDUSTRIES HOLDINGS LIMITED
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34. RELATED PARTY TRANSACTIONS AND CONNECTED
TRANSACTIONS
In addition to the transactions and balances detailed

elsewhere in these financial statements, during the

year, the Group had the following related party and

connected transactions:

(a)

The Group sold audio and video products and
related components amounting to HK$24,649,000
(2003: HK$19,001,000) to Pioneer Ventures
Limited (“PVL"), a wholly-owned subsidiary of
EganaGoldpfeil (Holdings) Limited (“EG"), which
is a substantial shareholder of the Company.

The sales to PVL were made according to the
published prices and conditions offered to the
other major customers of the Group.

The Group paid HK$397,000 (2003: HK$598,300)
to International Taxation Advisory Services
Limited, of which Mr. Wong Wai Kwong, David, a
non-executive director of the Company, is a
director, for corporate advisory services rendered
to the Group.

The directors consider that the above corporate
advisory services charge was paid according to
the prices and conditions similar to those offered
by other external consultants of the Group.

During the year, the Group signed a term loan
facility agreement for a syndicated loan. Under
the terms of the agreement, the chairman of the
Company, Mr. Ling Siu Man, Simon, being the
single largest shareholder and is actively involved
in the management and business of the Group,
is required to maintain at least 40% of the
beneficial interests in shareholdings in the
Company.

BB W R MR
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4. ABALIXSREAERS

BHBREEMBSFRRSREH
S REBMRENE T HEAL RS
ER S

@) AKERARAFEEREHMNBEE

SEAERAR ([BHMNEE])H2

& Ift /& /A A Pioneer Ventures Limited

(TPVL]) H & {& 1& 24,649,000/ JT

—ZF T =4:19,001,000/ 7T ) K=
ZHEBEGERREBES 4

FPVLEEERIRBERERIZA
SEHEMTIERPAEREET

(b) 7 & M@ Bt International Taxation
Advisory Services Limited (4~ 22 &) 3k
HITESEENRNEEDZARNE
=) MAS B At A 2 EE R AR 5
il XX £54397,0008 T (ZEE =45
598,300/ 7T ) °

EEAR LRCEBERRBER
Toig AR R B At 50 SRR P R (R H9
FRAT B AR R AR S -

© FARA AEERREERFITEH
EXBEGZ REWHER K2
AERERLXEE (BRAEEKE
—BRABRRLERSEAEBNE
BRER) ARBEARAKKRE

T o o A 0 40% °
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RELATED PARTY TRANSACTIONS AND CONNECTED

TRANSACTIONS (Continued)

(d) In the prior year, Tonic Electronics Limited, a
wholly-owned subsidiary of the Company,
purchased parts and movements amounting to
HK$70,838,000 from Junghans Uhren GmbH and
its subsidiaries (collectively as “Junghans”).
Junghans is wholly-owned by EG. No such
purchase was made in the current year.

The above transactions are related party transactions,
of which items (a) and (d) also constitute connected
transactions under the Listing Rules.

COMPARATIVE AMOUNTS

As further explained in note 2 to the financial
statements, due to the adoption of two new/revised
SSAPs during the current year, the accounting
treatment and presentation of certain items and
balances in the financial statements have been revised
to comply with the new requirements. Accordingly,
certain prior year adjustments have been made and
certain comparative amounts have been restated to
conform with the current year’s presentation.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and
authorised for issue by the board of directors on 16
July 2004.

34.

35.

36.

FEALXSREAERS (&)

b) REFEE XARZ2EMB AR
R 1 EF AR 2 A M Junghans
Uhren GmbH & H fff B 2 & (% 18
[ Junghans] ) B E BB & #
70,838,000/ 7T #) & 4 & T 4 ©
JunghansB B M BIBR 2 BB o &~
FEIFETERNBE-

NERGTAEALRS MER E™D
MAIZRE @ RABTBKEER S

3 s

AN FE IR M 2 — AR AR
AERRPMIEFEEERTEHER
ZR MY BHREAANE THE RERD
SHREFERZRT A EEET A
MAEFRE At SEHETREFE
HE -METHUBRBEFTREE UFE
AEENEHRHTA -

BB R E
BBEREREXN_ZTZTMOFLA+BE
ExotE WRERERNE-
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