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Organisation and operations

Tristate Holdings Limited (the “Company”) is incorporated in
Bermuda with limited liability. The principal activity of the
Company is investment holding. The principal activities of its
subsidiaries are garment manufacturing, garment trading and
branded product distribution.

Basis of preparation

The accounts have been prepared in accordance with
generally accepted accounting principles in Hong Kong, and
comply with accounting standards issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”). The
accounts are prepared under the historical cost convention
except that, as disclosed in the accounting policies below,
certain investment properties and land and buildings are
stated at fair value.

Principal accounting policies

(a) Recently issued accounting standards
The HKICPA has issued a number of new and revised
Hong Kong Financial Reporting Standards and Hong Kong
Accounting Standards (“new HKFRSs”) which are
effective for accounting periods beginning on or after 1st
January 2005.

The Group has not adopted these new HKFRSs in the
financial statements for the year ended 31st December
2004. The Group has commenced an assessment of the
impact of these new HKFRSs but is not yet in a position
to estimate the impact of these new HKFRSs on its

results of operations and financial position.
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3. Principal accounting policies (Continued)

(b) Group accounting

(i)

(ii)

Consolidation

The consolidated accounts include the accounts of
the Company and its subsidiaries made up to 31st
December and the Group’s share of post-acquisition
profits less losses and reserves, of its associated

companies.

The results of subsidiaries 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
balances within the Group are eliminated on

significant intercompany transactions and

consolidation.

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

Subsidiaries

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 the majority of votes at the meeting of the

board of directors.

In the Company’s balance sheet, the investments in
subsidiaries are stated at cost less accumulated
impairment losses. The results of the subsidiaries
are accounted for by the Company on the basis of

dividends received and receivable.
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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 associated
companies for the year, and the consolidated balance
sheet includes the Group’s share of the net assets of
the associated companies and also goodwill (net of
accumulated amortisation) on acquisition. For
consolidation purpose, adjustments, when necessary,
are made to the associated company accounts to
conform with the accounting policies of the Group.

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 associated companies are eliminated to the
extent of the Group’s interest in the associated
companies; unrealised losses are eliminated unless
the transaction provides evidence of an impairment

of the asset transferred.

In the Company’s balance sheet the investments in
associated companies are stated at cost less
accumulated impairment losses. The results of
associated companies are accounted for by the
Company on the basis of dividends received and

receivable.
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(iv) 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
companies 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) Goodwill

Goodwill represents the excess of the cost of an
acquisition over the fair value of the Group’s share of the
net assets of the acquired subsidiary and associated
company at the date of acquisition.

Goodwill on acquisitions occurring on or after 1st January
2001 is included in intangible assets and is amortised
using the straight-line method over its estimated useful
life. Goodwill arising on major strategic acquisitions of
the Group to expand its product or geographical market
coverage is amortised over a maximum period of 15 years.
For all other acquisitions goodwill is generally amortised
over 5-10 years.

Goodwill on acquisitions that occurred prior to 1st
January 2001 was eliminated against reserves. Any
impairment arising on such goodwill is accounted for in

the profit and loss account.
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3. Principal accounting policies (Continued)
(d) Property, plant and equipment

Property, plant and equipment other than land and
buildings are stated at cost less accumulated depreciation

and accumulated impairment losses.

Land and buildings are stated at valuation at 1999 with
subsequent additions at cost. Increases in valuation are
credited to the asset revaluation reserve. Decreases in
valuation are first offset against increases on earlier
valuations in respect of the same property and are
thereafter charged against operating profit. Any
subsequent increases are credited to operating profit up
to the amount previously charged. Upon the disposal of a
property, the relevant portion of the realised revaluation
reserve in respect of previous valuations is transferred to

retained profits and is shown as a movement in reserves.

Freehold land is not depreciated. Other property, plant
and equipment are depreciated on a straight-line basis
to write off their cost or valuation less accumulated
impairment losses over their estimated useful lives. The

principal depreciation rates are as follows:

Buildings situated on freehold land 4% — 10%
Medium-term leasehold land

and buildings 2% — 4%
Plant and machinery 10% - 20%
Leasehold improvements, furniture,

fixtures and equipment 4% — 33%
Motor vehicles 10% - 25%
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3. Principal accounting policies (Continued)

(d)

(e)

Property, plant and equipment (Continued)

The gain or loss on disposal of an item of property, plant
and equipment is the difference between the net sale
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 profits and is

shown as a movement in reserves.

At each balance sheet date, both internal and external
sources of information are considered to assess whether
there is any indication that 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 account 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.

Construction-in-progress

Construction-in-progress is carried at cost which includes
development and construction expenditure incurred and
interest and other direct costs attributable to the
development of properties less any accumulated
impairment losses. On completion, the properties are

transferred to property, plant and equipment.
Construction-in-progress is not depreciated until such

time as the assets are completed and ready for their
intended use.
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Investment properties are interests in land and buildings
in respect of which construction and development have
been completed and which are held for their investment
potential, any rental income being negotiated at arm’s
length.

Investment properties held on leases with unexpired
periods greater than 20 years are valued annually by
independent valuers. The valuations are on an open
market value basis relating to individual properties and
separate values are not attributed to land and buildings.
The valuations are incorporated in the accounts. Increases
in valuation are credited to the asset revaluation reserve
on a portfolio basis. Decreases in valuation are first set
off against increases on earlier valuations on a portfolio
basis and thereafter are charged to operating profit. Any
subsequent increases are credited to operating profit up

to the amount previously charged.

Investment properties held on leases with unexpired
periods of 20 years or less are depreciated over the

remaining portion of the leases.

Upon the disposal of an investment property, the relevant
portion of the revaluation reserve realised in respect of
previous valuations is released from the asset revaluation

reserve to the profit and loss account.
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3. Principal accounting policies (Continued)

()

(h)

(i)

Investments

Investments including fixed term deposits, equity
securities and club debentures are intended to be held
for long term and are stated at cost less accumulated

impairment losses.

The carrying amounts of individual investments are
reviewed at each balance sheet date to assess whether
the fair values have declined below the carrying amounts.
When a decline other than temporary has occurred, the
carrying amount of such investment is reduced to its fair
value. Impairment loss is recognised as an expense in
the profit and loss account. The impairment loss is
written back to the profit and loss account when the
circumstances and events that led to the write downs or
write-offs cease to exist and there is persuasive evidence
that the new circumstances and events will persist for

the foreseeable future.

Bills receivable and accounts receivahle

Provision is made against bills receivable and accounts
receivable to the extent they are considered to be
doubtful.
stated net of such provision.

Bills receivable and accounts receivable are

Inventories

Inventories 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 production overheads. Net
realisable value is determined on the basis of anticipated

sales proceeds less estimated selling expenses.
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3. Principal accounting policies (Continued)

()]

(k)

(1

Textile quotas
Temporary textile quotas are charged to selling expenses
when used or expired. Allocated quota entitlements are

not capitalised.

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 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.

Employee benefits

(i) Employee leave entitlements
Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual 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.
(ii) Retirement benefits
The Group maintains a number of defined benefit
and defined contribution plans in the countries in
which it operates, the assets of which are generally
held in separate trustee — administered funds.

The Group’s contributions to the defined contribution
retirement schemes are expensed as incurred and
are reduced by contributions forfeited with respect
to employees who leave the scheme prior to vesting
fully in the contributions.
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For defined benefit plans, retirement benefit costs
are assessed using the projected unit credit method.
The cost of providing pensions is charged to the profit
and loss account so as to spread the regular cost
over the service lives of employees in accordance
with the advice of the actuaries who carry out a full
valuation of the plan each year. The retirement
benefit obligation is measured as the present value
of the estimated future cash outflows using interest
rates of government securities which have terms to
maturity approximating the terms of the related
liability. Actuarial gains and losses are recognised
over the average remaining service lives of employees.
Past service costs are recognised as an expense on a
straight-line basis over the average period until the
benefits become vested. The retirement plans are
generally funded by payments from employees and
by the Group, taking account of the recommendations

of qualified actuaries.

The Group’s contributions to defined benefits plans
are charged to the profit and loss account in the
period to which the contributions relate.

(iii) Equity compensation benefits

Share options are granted at the discretion of the
directors of the Company, to any full-time employees
or executive directors of the Company or any of its
subsidiaries. If the options are granted at the market
price of the shares on the date of the grant and are
exercisable at that price, no compensation cost is
recognised.
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(I) Employee benefits (Continued)

(iv) Long service payment liabilities
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The Group’s net obligation in respect of long service
amounts payable 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 long service payment liabilities are assessed
using the projected unit credit method. The cost of
providing the long service payment liabilities is
charged to the profit and loss account so as to spread
the costs over the service lives of employees in
accordance with the advice of the actuaries.

The long service payment liabilities are discounted
to determine the present value and reduced by
entitlements accrued under the Group’s defined
contribution plan that is attributable to contributions
made by the Group. Actuarial gains and losses are
recognised over the average remaining service lives
of employees. Past service costs are recognised as
an expense on a straight-line basis over the average
period until the benefits become vested.
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3. Principal accounting policies (Continued)

(m) Deferred taxation

(n)

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, associated
companies, 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.

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.
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3. Principal accounting policies (Continued)

(n)

(0)

Contingent liabilities and contingent assets (Continued)
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 outflow is
probable, they 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.

Assets under leases — 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 from the leasing
company are charged to the profit and loss account on a
straight-line basis over the lease term.
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Provided it is probable that the economic benefits
associated with a transaction will flow to the Group and
the revenue and costs, if applicable, can be measured
reliably, revenue is recognised on the following bases:

(i) Sale of goods
Revenue from sale of goods is recognised on the
transfer of risks and rewards of ownership of goods,
which generally coincides with the time when the

goods are delivered to customers and title has passed.

(ii) Quota income
Fees earned on transfer of quota is recognised when

transfer document is approved by the trade authority.

(iii)) Commission income
Commission income is recognised when services are

performed.

(iv) Rental income

Rental income is recognised on a straight-line basis
over the lease term.

(v) Interest income

Interest income is recognised on a time proportion
basis, taking into account the principal amounts

outstanding and the interest rates applicable.
(vi) Service income

Service income is recognised when services are

performed.
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NoTes 1o THE ACCOUNTS

(q) 7 BEF

BEAEE 2 AT EHEER - NEBERE
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ReEkBEEE

REEREXRME  ReRASFEEBET
BHRE  RITARFER  AREZHEEAN=
BEAXARBM 2R REURRITES -
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(q) Segments

(r)

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 segments as the secondary reporting

format.

Unallocated costs represent corporate expenses. Segment
assets consist primarily of property, plant and equipment,
inventories, receivables and operating cash, and mainly
exclude certain investments, investment properties and
corporate cash. Segment liabilities comprise operating
liabilities and exclude items such as taxation and certain
corporate borrowings. Capital expenditure comprises
addition to property, plant and equipment.

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

Cash and cash equivalents

For the purposes of the cash flow statement, cash and
cash equivalents comprise cash on hand, deposits held
at call with banks, cash investments with a maturity of
three months or less from date of investment and bank

overdrafts.
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NoTes 10 THE ACCOUNTS

4, EEBE - WEZRIHER 4. Turnover, revenue and segment information
(a) ARBEzEXEHER K HBIE : (a) Turnover and revenue of the Group consist of:
2004 2003
BT T ok
HK$’000 HK$’000
EXEB-ERHEE Turnover — sale of goods 2,530,165 2,513,898
H I Other revenue
fic 58 U A Quota income 16,246 10,011
A WA Commission income 11,517 8,230
el A Rental income 1,005 1,352
IATIEE ZH B A Interest income in respect of
—RITEK — bank deposits 663 173
—REIE X — long-term advances - 105
29,431 19,871

2,559,596 2,533,769
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NoTes 1o THE ACCOUNTS

4, E%% - WE 4. Turnover, revenue and segment information (Continued)
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(#&)
(b) %53 (b) Business segments
REBEKE The Group conducts the majority of its business activities in three segments, namely
LEEE garment manufacturing, garment trading and branded product distribution. An analysis
DR = of the Group’s performance by business segment is as follows:
PaNRI 1| =)
K~ IR
5 Kkmhd
EmpiH e
REBDH
= i NS
EXBHM
R
B HARES REERD#
Garment Garment Branded product B &8
manufacturing trading distribution Elimination Group
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
BT B¥Tr B%Tn A%t E¥Tn BETr BETx B%Tr  BE%Tn BETrx
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
HER Turnover
HHHE External sales 1,832,356 1,970,454 558,699 439,217 139,110 104,227 - - 2,530,165 2,513,898
SEREE Inter-segment sales 384,430 477,790 19,350 23,734 - - (403,780) (501,524) - =
BEXE Total turnover 2,216,786 = 2,448 244 578,049 462,951 139,110 104,227  (403,780) (501,524) 2,530,165 2,513,898
& Results
PHEE Segment results 36,183 = (72,290) 14173 16,171 1,983 (7,894) - - 52,339 (64,013)
HEKA Interest income 663 278
REKA Finance costs (3,963 (4,089)
EhEBERT Share of profit(loss) of
i/ (B8) associated companies 20,721 (13,726)
HE Taxation (13,183 (9,638)
DEREER Minority interests @nn (1,161
R R T Profit/(loss) attributable
/ (B8) to shereholders 51,866

(92,349)
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Tristate Holdings Limited E—

4. Turnover, revenue and segment information (Continued)

(b) 5% 2 3 (b) Business segments (Continued)
(&)
8K BKES mEE RS
Garment Garment Branded product &9
manufacturing trading distribution Group
2004 2003 2004 2003 2004 2003 2004 2003
BETr BETr B¥Tr #EB8Tr B¥®In BETn BT EETx
HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000
BE Assets
NEEE Segment assets 697,453 875,864 118,783 78,691 57,784 65,794 874,020 1,020,349
NN Investments in associated
ZHRE companies 117,737 99,801 - - - - 117,737 99,801
APELE Unallocated corporate
BE assets 79,612 12,988
BEE Total assets 1,071,369 1,133,138
B Liabilities
AHAE Segment liabilities 343,976 469,198 69,833 53,825 16,268 29,996 430,077 553,019
AoEEE Unallocated corporate
Ak liabilities 13,588 12,543
#mafk Total liabilities 443,665 565,562
Hit &R Other information
BEARAY Capital expenditure 20,389 31,507 63 563 997 2,008 21,449 34,078
nE Depreciation 39,909 38,811 186 180 2,223 1,622 42,318 40,613
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4. ¥ - W= kD 4. Turnover, revenue and segment information (Continued)

HEHR (&)

(c) &5 (c) Geographical segments
AEEZBEER The Group’s revenue is mainly derived from customers located in the United
KAEE - BN R States, Europe and Asia, while the Group’s business activities are conducted
EMNZERE - A predominantly in Hong Kong, the People’s Republic of China (the “PRC”) and the

SEAMETERE
B PREARAM
B ([hE]) R3FR
EREXT - BE

Philippines. An analysis of the Group’s external sales by location of customers
and an analysis of the Group’s assets by location of assets are as follows:

FRE#ME D 2 A
SEEHINEE DT
RiIZEEMEHN 2
REEEED T
™~
Yz BN M |
The United States Europe Asia Group
2004 2003 2004 2003 2004 2003 2004 2003
BETT BETr B%Tn RB%Trt B%Tr A%Tr B¥Tx A%
HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000
HIMNHE External sales 1,806,969 1,764,385 422,376 426,631 300,820 322,882 2,530,165 2,513,898
Bl HE FEE Hitih @ &5
Hong Kong The PRC The Philippines Other locations Group
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
BBIr A¥Tr B%Tn A¥Tr B%Tn A%Tr B%Tn A%t B%Fn A%t
HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000
PHEE Segment assets 297,127 247,292 387,874 362,970 75,956 177,997 113,063 232,090 874,020 1,020,349
REEARZEE  Investments in
associated
companies 117,731 99,801
RARGEEE Unallocated
corporate assets 79,612 12,988
1,071,369 1,133,138
BRRY Capital expenditure 1,799 15,663 18,062 14,503 1,320 2,473 268 1,439 21,449 34,078
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5. SHERK 5. Cost of sales
RZZENFEE - AEBREA During 2004, the Group undertook an indepth review of its management
RNEBEEERES  BHEET information system and identified certain cost of sales items which related to
EH T =F2HEKATE 2003 totaling HK$21,002,000. These items were charged to cost of sales in
B & £B%21,002,0007T ° % the 2004 accounts.
EEHEFAZZSTNFER
B SHER A o

6. HE—RKEAT®E#Z 2 6. Gain on disposal of interests in a subsidiary

W &=

RZTT=F  KNEBUEK In 2003, the Group sold a 40% equity interest in a subsidiary to a company
8,400,0007T 2 X B [A A & B Hh outside the group at a consideration of HK$8,400,000 and recognised a gain
—HARHE —HEE AR A of HK$4,963,000 in the profit and loss account.

40%%HE - W% EE 4,963,000
TR EBRRERAR o

7. REBRN(EE) 7. Operating profit/(loss)
KEEN, (B5B) Bat AR Operating profit/(loss) is stated after crediting and charging the following:
BRT5IIEE :
2004 2003
BT T BT T
HK$’000 HK$’000
BEA Crediting
bE 5 W5 5 58 Net exchange gains - 2,395
TEY S FWA Net rental income from investment
properties 980 1,331
KEYFE MmN Net reversal of revaluation deficit on
F 88 (faE16) investment properties previously charged
to profit and loss account (Note 16) 1,271 129
O R KE A & H A Reversal of provision for retirement benefits
RN B AERAE and other post retirement obligations - 2,785
B BE HTF BB Reversal of provision for inventory
obsolescence 1,042 -
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7. BERAN(FA) (&)

7. Operating profit/(loss) (Continued)

2004 2003
BET T BT T
HK$’000 HK$’000
2k Charging
5 B EF R Net exchange losses 573 =
M- BB K Depreciation on property,

RETE plant and equipment 42,318 40,613
HEWE  BE R Net loss on disposals of property,

R EE R plant and equipment 2,571 75
BTAA ([3E13) Staff costs (Note 13) 428,204 462,900
EROHEe A Rental expense under operating leases

— T REF - land and buildings 37,199 44,919
RER B Provision for doubtful debts 10,262 8,801
T B Provision for inventory obsolescence - 4,111
% 21 B B < Auditors’ remuneration 2,923 2,867

8. MERKAK Finance costs
2004 2003
BET T BT T
HK$’000 HK$'000
RITERKBES 2 F Interest on bank loans and overdrafts 3,963 4,089
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9. HIE 9. Taxation
BEBFEEDIRBAFE G Hong Kong profits tax has been provided at the rate of 17.5% (2003: 17.5%)
ERBRFETE17.56% (=F on the estimated assessable profits for the year. Taxation on overseas profits
T=%F :17.5%) ;T 1R ME - 8 has been calculated on the estimated assessable profits for the year at the
SNE R 2B BB FE rates of taxation prevailing in the countries in which the Group operates.

BEFERNENRASE L E
EiE 2 RITHEFE -

2004 2003
BET T ST T
HK$’000 HK$’'000
PN/ DN S R/N] Company and subsidiaries
BB S Hong Kong profits tax
—ARFE — current year 3,975 1,629
—EFERBRETR — under/(over)-provision
(HBEaRE) in prior year 2,140 (39)
N IR Overseas taxation
—RFE — current year 4,406 2,130
—EFEBEEE — over-provision in prior year (278) (1,099)
TREEMEA Deferred taxation relating to the origination
KB 7 TR IE and reversal of temporary differences 155 6,738
AR RIEmESE Deferred taxation resulting from an
2 IR FE T IR increase in tax rate - 243
10,398 9,602
FE(L & N A 2 FiIE Share of taxation attributable to
associated companies
&N IR Overseas taxation 2,785 36
13,183 9,638
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9. BB\ (&) 9. Taxation (Continued)

EREAREME ([FE]) 2 The subsidiaries in the PRC are generally granted a tax holiday of a 2-year
WMEBAR —MAUZEMBE exemption followed by a 3-year 50% reduction in income tax rate commencing
B OREFEENFEEEREME from the first profit-making year. Upon expiry of the tax holiday, if the export
RHHRAEBR=FNFEHRE sales of the subsidiaries exceed 70% of the total sales for the year, the
W o R T RE - K entities are entitled to a 50% reduction of the income tax rate and the
BARIZHAEEBBREFA subsidiaries in the PRC enjoyed this reduction for the year ended 31st
SHERT70% * H TS % & (E 7] December 2004.

R % 50% » M E KB
ANEREBEE_TEZENFE+_A
=+ HLEFEZEHEER

& o
ANEB B BBRIARF 2 FIE The taxation on the Group’s profit before taxation differs from the theoretical
HEBEEXARRAAKEHIE amount that would arise using the taxation rate of Hong Kong where the
BIMEGFEZERESELAE Company operated as follows:
EIT
2004 2003
BET T BT T
HK$’000 HK$’000
B AR (&51E) Profit/(loss) before taxation 69,760 (81,550)
BHERIT 5% (ZTET=4F : Calculated at a taxation rate of 17.5%
17.5%) st B 2 Hi1A (2003: 17.5%) 12,208 (14,271)
H B RS R B = Effect of different taxation rates in
2 other countries (2,223) (1,380)
BARTZKA Income not subject to taxation (1,954) (2,734)
IRk d =53 Expenses not deductible for taxation purposes 825 8,238
NE G RER Net increase in unrecognised tax losses of
T 18 58 0 current year 2,450 14,954
REFEBRZIEL Reversal of recognised deferred tax assets
B ERE in prior years 15 5,726
BEFEZRBRETR/ Net under/(over)-provision in
(B E) F58 prior years 1,862 (1,138)
EEiEm S RHANE Increase in opening net deferred tax liabilities
JE T IE & B F 5E I 0 resulting from an increase in tax rate - 243
MBS Taxation charge 13,183 9,638
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10.

11.

12.

BREMEF, (FE)
EAARDARE 2 BRRE
i A A7 49,399,000 (= =
T=F: BRREEEBEBBE
42,978,0007T) °

10.

Tristate Holdings Limited E—

Profit/(loss) attributable to shareholders

The profit attributable to shareholders is dealt with in the accounts of the
Company to the extent of HK$49,399,000 (2003:
shareholders of HK$42,978,000).

loss attributable to

'8N 11.Dividends

2004 2003
BT T BT T
HK$’000 HK$’000

FHEABBRIKREE Dividends proposed after year end

—_ETNERAKRE ~ 2004 final dividend at HK$0.10

% E @RS 0.107T per ordinary share 26,874 =
EER-_ETERFMA=FT= At a meeting held on 22nd April 2005, the directors proposed a final dividend

Elﬁﬁiﬁz g@L EBIK
NRERESREBRER

0.107T - Z#IKRBAERE
WHELSBRNRE  MEER

BE-FERFT-A=t-
B F R RB 2 HE -

BREFN (EE)
BREXRBFDBEAEEZ
[i% 3 & 15 i 7 75 # 51,866,000
T(ZTZE=F: REEHER
75 1#92,349,0007T) K FAE %
TEBRZNETHH
268,735,253l (Z T =4 :
268,735,253[%) 5t & °

HRIEEEEETERBR - &
It 2 5 AN FE TR E A
Gl

12.

of HK$0.10 per ordinary share. This proposed dividend is not dealt with as a
dividend payable in the accounts but is dealt with as an appropriation of
retained earnings for the year ending 31st December 2005.

Earnings/(losses) per share

The calculation of basic earnings per share is based on the Group’s profit
attributable to shareholders of HK$51,866,000 (2003:
shareholders of HK$92,349,000) and the weighted average numbers of
268,735,253 (2003: 268,735,253) ordinary shares in issued during the
year.

loss attributable to

Diluted earnings per share for the year are not disclosed as there were no

dilutive potential ordinary shares.
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13. Staff costs (excluding directors’ emoluments)

VESKESREBAEHE

%)
2004 2003
BT T BT T
HK$’000 HK$’000
T & X % B Wages and salaries 412,344 445,492
T H5RET 8 (Ft 5E24(a)) Defined contribution plans (Note 24(a)) 10,394 11,770
R E B A ETE (M 7E24(b)) Defined benefits plans (Note 24(b)) 5,377 5,441
RHERBE S A E (H:E24(c) Long service payment liabilities (Note 24(c)) 89 197
428,204 462,900

14.Directors’ and senior management’s emoluments

EXBRBRZEFHNEBES
NFBLIERTES 2B
200,0007C (—Z T =4 :
7 #240,0007T) °

FABBETHEMNS -
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(a) EEM £ (a) Directors’ emoluments

ARRMESE N z2Me4 The aggregate amounts of emoluments payable to directors of the

AT : Company are as follows:
2004 2003
BT T ST T
HK$’000 HK$’000
e Fees 483 620
e ROEM Salaries and allowances 7,676 8,723
R KA AT 8145 5% Retirement benefit schemes contributions 262 303
)15 B R 2 FEAL Discretionary bonuses 1,540 =
9,961 9,646

Directors fees disclosed above included HK$200,000 (2003:
HK$240,000) paid to independent non-executive directors.

No director waived his/her emoluments during the year.




A B B &
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VEERSREBAEME (&)

(a)

(b)

EsME )
XNTFEEZMEERMT ¢

14.Directors’ and senior management’s emoluments (Continued)

(a)

Tristate Holdings Limited E—

Directors’ emoluments (Continued)

The emoluments of the directors fell within the following bands:

EZAY

B < 4 Bl Emoluments bands Number of directors
2004 2003
7 #1,000,0007T 8 A T Up to HK$1,000,000 9 9
751,000,001 £ 1,500,0007T HK$1,000,001 - HK$1,500,000 1 =
751,500,001 = 2,000,0007T HK$1,500,001 - HK$2,000,000 - 1
752,500,001 7T £ 3,000,0007T HK$2,500,001 - HK$3,000,000 1 1
75 #4,000,0017T £ 4,500,0007T HK$4,000,001 - HK$4,500,000 - 1
755,000,001 7T £ 5,500,0007T HK$5,000,001 - HK$5,500,000 1 =
12 12

TNGEEMEAL
AREREESHE AL BEME (=
TE=TMA)EF  AMSERL
X@RE - KB=A(CFF=F: =
£)BEHFALZHSHT :

(b)

Five highest paid individuals’ emoluments

The five individuals whose emoluments were the highest in the
Group, include two (2003: two) directors whose emoluments
are reflected in (a). The emoluments payable to the remaining
three (2003: three) individuals are as follows:

2004 2003

BT T ik e

HK$’000 HK$’000

e KRR Salaries and allowances 7,388 7,525
iR ORAE F 5T 8 5R Retirement benefit schemes

contributions 346 172

B8 3 I 2 TE4L Discretionary bonuses 3,670 275

11,404 7,972
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MBVEERSREBAEMS (&) 14.Directors’ and senior management’s emoluments (Continued)
(b)) BfuEEME AL (&) (b) Five highest paid individuals’ emoluments (Continued)
ERALZBE BRI T : The emoluments of the individuals fell within the following
bands:

AE

B < 4 Bl Emoluments bands Number of individuals
2004 2003

75 %1,500,0017T £ 2,000,0007T HK$1,500,001 - HK$2,000,000 1 -
75 % 2,000,001t £2,500,00070 HK$2,000,001 - HK$2,500,000 - 2
752,500,001 7T = 3,000,0007T HK$2,500,001 - HK$3,000,000 1 -
75 # 3,500,001t £4,000,00070 HK$3,500,001 — HK$4,000,000 - 1
75 %6,500,0017T £ 7,000,0007T HK$6,500,001 - HK$7,000,000 1 -

3 3
RAFEA AEBWERAN D During the year, no emoluments were paid to the five highest
e AL (BREES  REREE)X paid individuals (including directors, members and employees)
e - (ERIMARSEE Z 2E) kB as an inducement to join the Group or as compensation for loss
Bz - of office.
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15. 9% - BERRKE 15. Property, plant and equipment
(a) X&EE (a) Group
HENF
%15
HE - #B
MRE
Leasehold
B & & #& improvements,
EREIR Tufgs L furniture, "E
Construction- Land and Plant and fixtures and Motor &t
in-progress buildings machinery equipment vehicles Total
BETT E¥Tr BE%Tr  BETr  E¥%Tr  BET
HK$'000 HK$’'000 HK$’'000 HK$'000 HK$'000 HK$'000

B A Ak k& Cost or valuation
R_ETNOF—A—H At 1st January 2004 28 165,569 200,711 244,925 24,499 635,732
B Additions 1,277 346 10,917 7,967 942 21,449
BNSE Reclassification = (63) (2,978) 3,041 = =
HE Disposals = (2,830) (17,438) (23,388) (3,070) (46,726)
R Transfers (1,128) 965 - 163 - -
RS Exchange differences - 954 636 992 32 2,614
RZZETWNE+=-A=+—H At 31st December 2004 177 164,941 191,848 233,700 22,403 613,069
XA (B 3k k1B Analysis of cost or valuation
AWMMTE - is as follows:
BRAE At cost 177 2,529 191,848 233,700 22,403 450,657
BR—NNNEFEZBEME At 1999 professional valuation - 162,412 - - - 162,412
177 164,941 191,848 233,700 22,403 613,069
2EFNE Accumulated depreciation
R_ETNFE—A—H At 1st January 2004 - 29,558 142,887 168,205 20,890 361,540
KEEHE Charge for the year - 6,889 12,815 21,724 890 42318
BENHE Reclassification - (63) (2,119) 2,182 = =
HE Disposals - (299) (16,729) (21,880) (3,064) (41,972)
RS Exchange differences - 932 623 962 30 2,547
RZZZENFE+=-A=+—H At 31st December 2004 - 37,017 137,477 171,193 18,746 364,433
REFE Net book value
RZETWNE+=A=+—H At 31st December 2004 177 127,924 54,371 62,507 3,657 248,636
R_ZEZNE—F—H At 1st January 2004 28 136,011 57,824 76,720 3,609 274,192
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15.9% - BERKE
(a) & HE (a)
2 AR MBI R IR E AT
B AEER-_TTHF
ZA=t—RHzLHMEF
EmFEBHABE
97,793,000 (=ZF T =
F : % % 101,480,000

il

15.Property, plant and equipment (Continued)

Group

The net book value of land and buildings of the Group as at 31st
December 2004 would have been approximately HK$97,793,000 (2003:
HK$101,480,000) had they been stated at cost less accumulated

depreciation.

R—NAANFEREEE A
T REFTETERME -
R—ANNFRBAZ L
RBFIRKAET R - RIE
SNERER  EERRN T
ZEME+-_A=+—BAE
B+ Mg T 2 A EERR
HELHEERNER -
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JT) °
REBZ THREFEIE Land and buildings held by the Group comprise:
2004 2003
BT T ST T
HK$’000 HK$’000
AR E S EE Cost or valuation
LR EHB In Hong Kong
iR Leasehold
—+Z&ZR+% — 10 to 50 years 11,100 13,000
iz A 2 7 LA S Outside Hong Kong
KA FERE Freehold 30,006 29,890
Gizko) Leasehold
—+tER+F — 10 to 50 years 101,404 101,216
—F+E T — Less than 10 years 22,431 21,463
164,941 165,569

A professional valuation for all land and buildings of the Group was

undertaken in 1999. Land and buildings acquired after 1999 are carried

at cost. Based on external information, the directors are of the opinion

that there was no significant variance between the fair value and the

carrying value of land and buildings of the Group at 31st December

2004.
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15. 9% BMERKE (4@)
(b) XA F

Tristate Holdings Limited E—

15.Property, plant and equipment (Continued)
(b) Company

HENE
£
BE #£EB
&k
Leasehold
BEREAN  improvements,
g2 furniture, RE
Plantand fixtures and Motor &t
machinery equipment vehicles Total
BETT BETT BETT BT
HK$'000 HK$'000 HK$'000 HK$'000
BN =] Cost
R-ZEZENFE—-H—H At 1st January 2004 33 23,334 1,840 25,207
NE Additions - 297 - 297
& Disposals = (530) - (530)
RZZEZEWE+=A=1T—H At 31st December 2004 33 23,101 1,840 24,974
ZEME Accumulated depreciation
R-_ZEENF—A—H At 1st January 2004 21 17,645 1,029 18,695
AFEEHE Charge for the year 4 3,712 287 4,003
HE Disposals - (489) - (489)
—ETRFE+-_A=+—H At 31st December 2004 25 20,868 1,316 22,209
REFEE Net book value
R-ZZEEMF+-_A=+—H At 31st December 2004 8 2,233 524 2,765
R-_EENF—-A—H At 1st January 2004 12 5,689 811 6,512
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EREEMARATEATFR2REMEN
ZEMET A=+ -HHABUEXIEBMEE
RITBRABIA RN HEEFEZEERBE
13,150,000t (= FF =4 : &% 10,370,000
JL) ° E¥ 1,271,000 (Z BT =F : B¥
129,0007T) Bt ARz & - MEHZ B BN B
KBz EHBM BEGELNABBRTRER
1,509,000 E EEHEAEEEMHE

16. REW 16.Investment properties
2004 2003
BET T BT T
HK$’000 HK$'000
R—HA—B&EE Valuation as at 1st January 10,370 6,350
HEB B8 Transferred from own use
LES property - 3,891
HHAR Revaluation surplus 2,780 129
R+-—_A=+—HBHEHE Valuation as at 31st December 13,150 10,370

The investment properties, which are located in Hong Kong
and held under leases of 10 to 50 years, were revalued on an
open market basis as at 31st December 2004 by DTZ
Debenham Tie Leung Limited, an independent professional
surveyor, at HK$13,150,000 (2003: HK$10,370,000).
Revaluation surplus of HK$1,271,000 (2003: HK$129,000)
was credited to the profit and loss account to offset the
revaluation deficit charged to profit and loss accounts
previously. The remaining surplus arising on revaluation of
HK$1,509,000 was taken directly to the assets revaluation
reserve.

HE-ZTZENF+_A=1T—BILFEH ' BE
MBAREEEMERTREERER -
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17. 827 17.Subsidiaries

() RHMIB AR ZRE (a) Investments in subsidiaries AT
Company

2004 2003

BT T ST T

HK$’000 HK$’000

MG - B AE Unlisted shares, at cost 397,639 397,630

W OREEE Less: Provision for impairment (10,877) (10,800)

386,762 386,830

None of the subsidiaries had any loan capital in issue at any

time during the year ended 31st December 2004.
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17. B2 7 (&) 17.Subsidiaries (Continued)
(b) FEW (FEAT) Bff BB 1 B IE (b) Amounts due from/(to) subsidiaries
P, (FER) M BB A Rl kI8 Th % B K% & &l 7 Amounts due from/(to) subsidiaries are interest free and
ENA o have no fixed repayment terms.
(c) EERAUAEHXEREEBKREETE (c) Particulars of subsidiaries of the Group which in the
ZHBRAEFBERAT opinion of the directors materially affect the results and

assets of the Group are:

ERTRAZRA BEEERGBEIN
Issued and paid up capital Percentage of ordinary shares held
EMAL/ K5E
BB ARE WEAR BEZRE
RAEEE Place of EE S TEER 58 55 Group
ol NGRS No. of AE #%t  incorporation/ Place of Principal By the By equity
Name of subsidiary shares Par value Amount  registration operations activities Company subsidiaries interest
A-Grade Garments 260,000 P100  P26,000,000 JEZE FRE K = 100% 100%
Manufacturing Corporation The The Garment
Philippines  Philippines manufacturing
All Asia Garment 27,425 P1,000  P27,425000 ZERZE FRE 24 - 100% 100%
Industries, Inc. The The Garment
Philippines  Philippines manufacturing
EMRTRRBRRAF - - RMB49,016,383 H#EAR mEAR 8K - 100% 100%
All Asia Industrial £AE £AE Garment
Co., Ltd. + The People’s  The People’s manufacturing

Republic Republic
of China of China

ROBEXHAKRNHERDA 6,953 NT$10,000 NT$69,530,000 & & Al K - 100% 100%
All Asia Industrial . Taiwan Taiwan Garment
Co., Ltd. manufacturing
RuEXARAA 40 HK$100 HK$4,000 &% BB NERE 15% 85% 100%
All Asia Industries Limited 15,006*  HK$100 HK$1,500,600 Hong Kong Hong Kong Property
investment
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17.Subsidiaries (Continued)

Annual Report 2004 | £

BETRMERAK RELERABEAL
Issued and paid up capital Percentage of ordinary shares held
EMAL/ r5E
Tt ARR KWEAR BEZRE
RAHE Place of BEMEY TEER 55 =) Group
- PR No. of AfE #3  incorporation/ Place of Principal By the By equity
Name of subsidiary shares Par value Amount registration  operations activities Company subsidiaries interest
Asia Wide Properties 3,500 P1,000 P3,500,000 HFEE FEE NERE - 100% 100%
Company, Inc. The The Property
Philippines  Philippines investment
B ERAERAR 660,000 NT$10  NT$6,600,000 &% =) | KEA—RE 5 - 100% 100%
Asia Wide Trading Taiwan Taiwan Garment and
Co., Ltd. general trading
Broad Street Apparel 62,500 P100 P6,250,000 JEEZE FRE LY = 100% 100%
Co., Inc. The The Garment
Philippines  Philippines manufacturing
ETHR (R BRAR+ - - HK$20,000,000 HEAR REAR AXNBEERDE - 100% 100%
Chochuen Garment HAE £AE Garment
(Shenzhen) Co., Ltd.+ The People’s  The People’s manufacturing
Republic Republic and branded product
of China of China distribution
Dress Line Holdings, Inc. 595,625 P100  P59,562,500 J£E FEE RERR - 100% 100%
1,800,000** P100  P180,000,000 The The Investment holding
Philippines  Philippines
Excellent Jade Limited 10,000 HK$1 HK$10,000 & B8 KEA—RE 5 - 100% 100%
Hong Kong Hong Kong Garment and
general trading
Excellent Quality Apparel, Inc. 150,000 P100  P15,000,000 ¥F2ZE FHEE (R = 100% 100%
The The Garment
Philippines  Philippines manufacturing
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17. M B 2 3 (&)

17.Subsidiaries (Continued)

Tristate Holdings Limited E—

ERTRAZRA BEEERBEIN
Issued and paid up capital Percentage of ordinary shares held
EMERL AEH
BB ARE WEAR BEZRE
RAOEE Place of EEHY TEEH 58 55 Group
il NGRS No. of AE #3r  incorporation/ Place of Principal By the By equity
Name of subsidiary shares Par value Amount  registration operations activities Company subsidiaries interest
EMBRRRERAR+ - - RMB13,226,944 H#EAR REAR K = 100% 100%
Guangzhou Tristate £AE £AE Garment
Industrial Co., Ltd.+ The People’s  The People’s manufacturing
Republic Republic
of China of China
EIRSEARAA 10,000 HK$1,000 HK$10,000,000 Fi# BB KKE 5 = 100% 100%
HFT Corp. Limited Hong Kong  Hong Kong REER
Garment trading
and investment
holding
EFEARBERAA 12,500 HK$100 HK$1,250,000 FHi BB HXAREER = 100% 100%
Hwa Fuh Manufacturing Hong Kong Hong Kong Garment
Company (Hong Kong) manufacturing
Limited and investment
holding
¥ 38REFRAA 3,000 HK$1,000 HK$3,000,000 FH# BB KXEE = 100% 100%
338 Fashion Co. Limited Hong Kong Hong Kong Garment retailing
Y38 EFRA A 1,000,000 HK$1  HK$1,000,000 FH# B KKE S - 60% 60%
338 Apparel Limited Hong Kong Hong Kong Garment trading

(RIBZ3BEHBRAR)
(formerly known as
338 Trading Limited)
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17. B2 7 (&) 17.Subsidiaries (Continued)
ERTRAZRA BELERGEI N
Issued and paid up capital Percentage of ordinary shares held
EMERL r5E
TR ARE KWEAR BEZRE
RHHE Place of EE S FTEER 58 558 Group
ol PNGIES No. of HE #3r  incorporation/ Place of Principal By the By equity
Name of subsidiary shares  Par value Amount registration operations activities Company subsidiaries interest
BEREESERAR 925 HK$1 HK$925 &t B BEER - 100% 100%
Joint Holdings & Trading 7,200,075% HK$1 HK$7,200,075 Hong Kong Hong Kong Investment
Company Limited holding
THERAA 3,000,000 HK$1  HK$3,000,000 FH% B8 RERK 100% - 100%
Keybird Limited Hong Kong Hong Kong Investment
holding
Myanmar Hwa Fuh 18,900 K1,000  K18,900,000 #f o] 8K - 100% 100%
International Limited The Union of ~ The Union of Garment
Myanmar Myanmar manufacturing
ERTDRRARAA + - - RMB5,906,031 HEAR HEAR K = 100% 100%
Panyu United Asia £AE LA Garment
Industrial Co., Ltd. + The People’s  The People’s manufacturing

Republic Republic
of China of China

ERBRAT 200,000 HK$10  HK$2,000,000 & B RE R 100% - 100%
Tenmo Limited Hong Kong Hong Kong Investment
holding
Tristate Industrial Co., Inc. 49,930 P1,000 P49,930,000 ZEAZE FEE K - 99.99%  99.99%
47,620**  P1,000 P47,620,000 The The Garment
Philippines  Philippines manufacturing
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17.Subsidiaries (Continued)

Tristate Holdings Limited E—

BRTRARRA REEBERGAEAL
Issued and paid up capital Percentage of ordinary shares held
ML/ A&EME
BB AAE KWEAR HEZRE
RAOEE Place of EEHY TEEH 58 55 Group
il NGRS No. of AE #3r  incorporation/ Place of Principal By the By equity
Name of subsidiary shares Par value Amount  registration operations activities Company subsidiaries interest
HEEERKRHERAA 9,858 NT$10,000 NT$98,580,000 &% =) 2K - 100% 100%
Tristate Industrial Co., Ltd. Taiwan Taiwan Garment
manufacturing
S EXERAA 40 HK$100 HK$4,000 & ) KKE 5 15% 85% 100%
Tristate Industrial 25,006  HK$100 HK$2,500,600 Hong Kong Hong Kong Garment trading
Company Limited
s (RFY) HKBRR A - - MOP$25,000 29 A #K - 100% 100%
Tristate (Macau) Garment Macau Macau Garment
Manufacturing Company manufacturing,
Limited
Tristate Trading Limited 1 Us$1 US$1 SRAES: B RXM—%E 5 - 100% 100%
Malaysia Macau Garment and
general trading
MIEZHXBERADE + - - US$3,600,000 #FEAR REAR #K - 100% 100%
Zhejiang Huazhang Garment *AE *AE Garment
Co., Ltd. + The People’s  The People’s manufacturing
Republic Republic
of China of China
* EIER *  Deferred shares
x% (PR **  Preferred shares
+ REBEAREMEY2BEENEEL R + Wholly-owned foreign investment enterprise established in the

People’s Republic of China
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(a)

(b)

A B B 5E
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18. Bt & N 7

18.Associated companies

REBERAAZRE (a) Investments in associated companies
rEME b NN
Group Company
2004 2003 2004 2003
BETR BB T T BET T BET T
HK$'000 HK$'000 HK$’000 HK$'000
EhEEFE Share of net assets 117,737 99,801 - -
RERKANE Investment at cost
BN ET R Shares listed overseas 107,652 107,652 - =
I EmRHD Unlisted shares 1,320 1,320 - -

REBRENRREZS
R 5 Fr £ 2 Hua Thai
Manufacturing Public
Company Limited ([ %
Zx]) 36. 4% - R=
TEWPF+ A =+—
B AEBEZBER
Al MENAEBE
37,103,000t (ZZE =
= : ## 23,555,000
JL) ©

FEdx  (BE{9) B &
A RE

FEME,/ (FEA) B i A ]
RET %8R E R

R o
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108,972 108,972 - =

The Group owns 36.4% equity interest in Hua Thai Manufacturing Public
Company Limited (“Hua Thai”), the shares of which are listed on The Stock
Exchange of Thailand. The quoted market value of the Group’s interest in
this associated company as at 31st December 2004 amounted to
approximately HK$37,103,000 (2003: HK$23,555,000).

(b) Amounts due from/(to) associated companies

The amounts due from/(to) associated companies are interest free and have
no fixed repayment terms.
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18. Bt & A7) (48) 18.Associated companies (Continued)
(c) ATHEEHEQATFHE - (c) Details of the principal associated companies:
NSRS
MR ZEERERER
A0 Hh B Equity
Place of =40 interest held
=g incorporation/ Place of FEEK indirectly by
Name registration operations Principal activities the Company
Fashion Express Zx [ Zx [ RIK 36.4%
Company Limited# Thailand Thailand Garment manufacturing
HT Trading Limited# o it R MEKM—RE S 36.4%
Malaysia Macau Garment and general
trading
Hua Thai Manufacturing = R E BIK 36.4%
Public Company Limited Thailand Thailand Garment manufacturing
Hua Thai Merchandising 7 hn ¥ o0 TR 7 36.4%
(Singapore) Pte Limited# Singapore Singapore Administrative services
Upgain (Laos) Manufacturing 2= =[5 P 2 ED 2 AN 81 2E 36.4%
Company Limited# Laos Laos Garment dye and
manufacturing
Upgain (Vietnam) o] g BIIK 36.4%
Manufacturing Company Vietham Vietham Garment manufacturing
Limited#
# EFIEZENEALA] #  Wholly owned subsidiaries of Hua Thai
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18. B & N 7] (&)
(d) BEEERZ_FTEFE
BRI FAERLENE
RE (Bl EREE]) 2

18.Associated companies (Continued)

(d) Financial information of Hua Thai and its subsidiaries (collectively “Hua

Thai Group™) which are extracted from its 2004 published accounts are

set out as follows:

MHERIMT -
2004 2003
BET T B F I
HK$’000 HK$'000
Ks AR Operating results
E R Turnover 848,743 706,594
% R FE G A (B518) Profit/(loss) attributable to shareholders 52,341 (34,756)
B 15 AR 5 Financial position
EMENE E Non-current assets 98,694 111,905
mENE E Current assets 256,045 346,672
mE) B & Current liabilities (110,772) (268,537)
BERERRDEE Total assets less current liabilities 243,967 190,040
&R & % Shareholders’ funds 243,967 190,040
19. 8 & 19.Investments
KEE RAF
Group Company
2004 2003 2004 2003
BT T BT T BYET T BT
HK$'000 HK$'000 HK$’'000 HK$’000
BRI EHEFER Fixed term deposits,
restricted 6,576 5,426 6,576 5,426
M E 5 Club debentures 1,200 1,200 - -
FEMRE @ BHAE Unlisted investments, at cost 2 2 - =
7,778 6,628 6,576 5,426
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19. R & (&) 19.Investments (Continued)
ERHEHEAABERNRERARIZTER K= Fixed term deposits, restricted represent deposits placed with
TENFHUBREE - ZEGEZARIN—%E an insurance company with maturity dates beyond 2008. The
B2 HMRREH o deposits will be used to settle other retirement benefit to an

employee.
EMSERKNAERITREBEAR - LL—H Club debentures are stated at cost less accumulated
BRAAEEMNAEZAMIRKRAEERFEZEE impairment losses and are registered under the name of a
E ° director of a subsidiary who is holding the assets on behalf

of the Group.

20. 7€ 20.Inventories

2004 2003
BET T 7S T T
HK$’000 HK$'000
R A4 Raw materials 109,859 129,170
£ & m Work-in-progress 78,304 79,814
UK Finished goods 37,246 63,994
225,409 272,978
RZZEZNF+ZA=+—H ' LAIZ R FE As at 31st December 2004, the carrying amount of
IRZFEZERAEES £E%2650,000T (ZFZ inventories that was carried at net realisable value amounted

=4 : ¥ 12,812,0007T) ° to HK$2,650,000 (2003: HK$12,812,000).
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W RE R E YRS
AEBENEREREREVRRBHORESMOT

21.Bills receivahle and accounts receivahle

Analysis of aging of bills receivable and accounts receivable

of the Group is as follows:

22.

2004 2003

BT T BT T

HK$’000 HK$’000

A = 1E A Less than 3 months 177,521 166,752
=@AZENEA 3 months to 6 months 10,960 3,688
NEAE—F 6 months to 1 year 165 38
—EM Over 1 year 7 =
188,653 170,478

REBOEE 2 REKERERR - KBRS
REDRXEE S RBRANT - LRBR=1
EATH - AREBERBOUACETAZHERT
ERRBRE -

BENREREMKRE
AEBENENERRENBRBEORESTOT

The payment terms with customers are largely by letters of

credit either at sight or for a usance period of 30 days to 90

days. Most of the Group’s open account sales are covered by

credit insurance.

22.Bills payable and accounts payahle

Analysis of aging of bills payable and accounts payable of

the Group is as follows:

2004 2003

BET T BEET T

HK$’000 HK$'000

TBiE =18 A Less than 3 months 198,517 194,784
=@AZE@EA 3 months to 6 months 7,802 8,821
~NEAE—F 6 months to 1 year 3,855 4,982
—F LA Over 1 year 6,920 5,813
217,094 214,400

R A S MR R IRT 3K
EHR=FTZEXRTAH-

ERITAZE
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Payment terms with suppliers are either by letters of credit

or open account with credit terms of 30 to 60 days.
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23.MITERREX 23.Bank loans and overdrafts
A%H LN
Group Company
2004 2003 2004 2003

BET R BETT BT BETT
HK$'000 HK$'000 HK$’000 HK$'000

EOER - BHEA Import loans, secured - 15,952 - =
BITEY - BRI Bank overdrafts, unsecured 2,636 3,462 - =
2,636 19,414 - _

24. RABRAIR HAM3R{K%E  24.Retirement benefits and other post retirement obligations
ZEE

rE P YN
Group Company
2004 2003 2004 2003

BET T BETT BET T BETT
HK$’000 HK$'000 HK$’000 HK$'000

RE MG 2 Defined contribution plans
(PH 3£ (a)) (Note (a)) 328 188 - -
RERFFE (£ (b)) Defined benefit plans (Note (b)) 17,563 15,928 - -
RERSE < & & (3 c) Long service payments
liabilities (Note (c)) 309 534 - -
H 3R R A Other retirement benefits 635 - 635 =

18,835 16,650 635 =
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24 RIRER R H 3R K%
ZARIE (&)
(a) REMHEE
FRHEAZIz HRHEEE510,0007T (=
TT=F : H¥646,0007T) @ REL R H
P5#5779,0007T (Z T =4 : ##510,000
Jo) A FRfER A BB HEER

RELEBEMNESHF B 328,000 (=
TT =4 : F#188,0005T) °

AEBEEFBRY T MBASEHRKE -

() F—EAREHRKDBEFIIRAAES
%E%iﬁﬂ%%ﬁﬁ%&iﬁ@ EBENEE
A NBEEHE25%2 5K - A&HE
ZEEMBUEEZESER  HAE
BMzEENR -

Rz LB B 2 R IR BB AR R

DREEZHER - REREZIZ ERLDE
¥ 510,000 (ZZTEZT =F : B
646,0007T) © A& E 2 4 HFINKR IR
ZERE A BB 2,655,000 (ZFF
=4 : $#2,118,0007T) °

(i) A—FTTE+ - A — EII?'-ﬁilA AEH
RHEREREREZNBHERESHE
([BEetE]) - ﬁtﬁ%ﬁ%ﬁ*ﬁ“ffi
ZEEMZBREIMEREEEPRL - B
BEHFEZRIRE  AEEREREE
BEREERABZE%RIET AR -
AfREREELR -

ANEB S T EER 2 HRD A B
1,574,000 (Z BT =4 : B ¥
2,048,0007T) ©
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24.Retirement benefits and other post retirement
obligations (Continued)
(a) Defined contribution plans
Forfeited contributions totaling HK$510,000 (2003:
HK$646,000) were utilised during the year leaving
HK$779,000 (2003: HK$510,000) available at the year-
end to reduce future contributions.

Contributions totaling HK$328,000 (2003: HK$188,000)

were payable to the fund at the year-end.

The Group operates two defined contribution schemes in

Hong Kong.

()

(i)

The first defined contribution scheme is designed for
all permanent full-time employees in Hong Kong with
equal contributions of 5% of salaries from employees
and employer. The assets of the scheme are held
separately from those of the Group in independently
administered funds.

Forfeited contributions and the related accrued interest
are used to reduce the employers’ contribution. During
the year, the aggregate amount of employers’
contribution made by the Group was approximately
HK$2,655,000 (2003: HK$2,118,000), after
deduction of forfeited contributions of approximately
HK$510,000 (2003: HK$646,000).

Since 1st December 2000, the Group has arranged
for its employees in Hong Kong to join the Mandatory
Provident Fund Scheme (the “MPF Scheme”)
introduced pursuant to the Mandatory Provident Fund
legislation enacted in 2000. Under the MPF Scheme,
the Group and its employees make monthly
contribution to the scheme at 5% of the qualifying

earnings subject to the prescribed monthly cap.

The aggregate amount of employer’s contribution made
by the Group to the MPF Scheme was approximately
HK$1,574,000 (2003: HK$2,048,000).
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24, RRERI R H 3R K% 24.Retirement henefits and other post retirement
ZARIE (&) ohligations (Continued)

(a) REMMKGE (&) (a) Defined contribution plans (Continued)

(iii) AEBARPE 2B ARYHERRKRL

ZERRFEEEZERAREELAT &
8% ZE12% - MR T F MM B A M E
BRARSHRNEBI 2 AL - ZRIK
EIBEEIEN TRIKEES 2B RE

= o

AEEAEBERZERO B BE
6,165,000 (ZE T =& : # K&
7,604,0007T) ©

(b) RERBAGE

REBERIERER YR EREMBNET
g EREZEBREEBABOH AR
HoBADNBRESEELREFERS
B—ERARZAFUEEZEMNLER °
RAEE - AEB G EEL 2 #H7R4
BIEHE972,000 (ZEE=4F : B
2,212,0007T) °

) R=—ZEMF+_A=1+—RHi#EfT -
TEFRAABEEREZHREZREES
ERIENEMNERBERAE] - K&
B RN EE 2 2 FH R IE R
ZBEATTEERFEERNRBK A ZRIE R
BHEHESFAEEASZRIE - EXRIKE
FEAZEERERZEHNT X °

(iii) The Group’s PRC subsidiaries contribute approximately

8% to 12% of the basic salary of their employees to
a retirement plan which is operated by the state.
Apart from the mandatory contributions, the Group
has no further obligations for the actual pension
payments or post-retirement benefits. The retirement
plan is responsible for the entire pension obligations

payable to retired employees.

During the year, the aggregate amount of employer’s
contribution made by the Group was approximately
HK$6,165,000 (2003: HK$7,604,000).

(b) Defined benefits plans

(i) The Group has operated defined benefit retirement

plans in the Philippines which cover substantially all
full-time employees in the Philippines. The benefits
are based on a prescribed percentage of the final
monthly basic salary for every year of credited service.
During the year, the Group’s contributions to the
plans amounted to approximately HK$972,000
(2003: HK$2,212,000).

The latest actuarial valuations were performed at 31st
December 2004 by Watson Wyatt Philippine Branch,
a professionally qualified independent actuary. The
actuarial method used in the valuation to determine
the required contribution rate is the “Projected Unit
Credit Actuarial Cost” method. The Group’s annual
contributions to the retirement plans consist of a
payment covering the current expected service cost
for the year plus a payment towards funding the
actuarial accrued liabilities. The principal actuarial
assumptions used to determine retirement benefits

are set out below.
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24, B KB A & H 3B k&
ZEAE (B)
() RERAGE (#)
(i) (&)

BEBBHA-TZTNF+_A=+—H
ZIEEWRE  FEEEZEMENSE
5,025,000 ' EZ A 2 EEETBE
HBEX107% °

(i) NEBARERERSEFHRIZRIKE
ZPEH ST EXNRKERNT

PARN =
B/=

AEBRERRESCTARTOET SR
TEZ8%(ZTT=F : 8%) ' Z&ES
HESRKESZEGEET UEES
2 %% % 71 Central Trust of China ° 1
$¢f Z'K’ilﬁd'iﬂ{’ﬁﬂjZLmi’ﬁ%

B ¥ 3,561,000 (T =4 : B
3,667,00071:) o

ME 2B E G ETY B & & Actuarial
Consulting Limited (& S & 18 2 B IF

HEAR) R _EEONF+_A=1+—H
T AT RAREEREIHRAEKZ
y”?‘?/ii%ﬁ‘ﬁﬁﬁuﬁuaﬁk$/ﬂ o B

BARBHNABZEIERFERKRENT

xt

REAHAE-_ZTNFE+_A=1+—H
ZIEERE  FrEEECZAMENSE
24,681,0007T © 15 B 2 15 B BT A&
BEEHI62% ©
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24.Retirement benefits and other post retirement

obligations (Continued)
(b) Defined henefits plans (Continued)
(i) (Continued)

According to the actuarial report dated 31st
December 2004, the aggregate market value of the
plans’ assets was approximately HK$5,025,000,
which represented approximately 107% of the

aggregate actuarial accrued liabilities at that date.

(ii) The Group is legally obliged to pay retirement
benefits to its employees in Taiwan based on the
length of service and average salaries or wages at the
time of retirement.

The Group makes monthly contributions, at
approximately 8% (2003: 8%) of salaries and wages,
to a retirement fund which is administered by the
employees retirement fund committee and is
deposited in the committee’s name in the Central
Trust of China.
contribution to the plan amounted to approximately
HK$3,561,000 (2003: HK$3,667,000).

During the year, the Group's

The latest actuarial valuation was performed at 31st
December 2004 by Actuarial Consulting Limited in
Taiwan, a professionally qualified independent
actuarial firm. The actuarial method used in the
valuation to determine the required contribution rate
is the “Projected Unit Credit Cost” method. The
principal actuarial assumptions used to determine
retirement benefits are set out below.

According to the actuarial reports dated 31st
December 2004, the aggregate market value of the
plan’s assets was approximately HK$24,681,000,
which represented approximately 62% of the actuarial

accrued liability at that date.
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24, RRERI R H 3R K% 24.Retirement henefits and other post retirement obligations
AR () (Continued)
(h) REBRIGE (&) (b) Defined benefits plans (Continued)
REEBBERBERZSEEAT The amounts recognised in the balance sheet are determined as
HRETE : follows:
2004 2003
BET T BT T
HK$’000 HK$'000
BEXEETZRAE Present value of funded obligations 44,246 54,192
SEIEEZAFEE Fair value of plan assets (29,706) (37,081)
RKIEBEHEMEZRE Present value of unfunded obligations 14,540 17,111
FERBEEN, (EE) Unrecognised actuarial gain/(loss) 3,023 (1,183)
EEABERANZAE Liability in the balance sheet 17,563 15,928
REZXRBERZESBOAT ¢ The amounts recognised in profit and loss account were as follows:
2004 2003
BT T ok
HK$’000 HK$’000
RA R KA Current service cost 3,433 3,572
A B A AR Interest cost 2,455 2,555
T8I & E 2 BT E R Expected return on plan assets (1,520) (1,723)
B H R EE 2 BB Losses on curtailment - 1,037
ERRIEEEETE Net actuarial loss recognised 1,009 =
At IIREBEIKAR Total, included in staff costs 5,377 5,441
BRATHEE—RBREEREAR - The total charge was included in general and administrative
expenses.
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24 RIRER R H 3R K% 24 Retirement benefits and other post retirement obligations
ZEE () (Continued)
(h) REBRIGE (&) (b) Defined bhenefits plans (Continued)
REEBBERBERZAEZS : Movement in the liability recognised in the balance sheet:
2004 2003
BT T ok
HK$’000 HK$’000
n—HA—H At 1st January 15,928 16,265
X =5 Exchange differences 791 101
it n il (I T P2 Total expense — as shown above 5,377 5,441
2 Contributions paid (4,533) (5,879)
R+=-—A=+—8H At 31st December 17,563 15,928
IRz EERERIOT ¢ The principal actuarial assumptions used were as follows:
2004 2003
% %
= Taiwan
g x Discount rate 3.75% 3.50%
5T &) & EE 2 T8 B Bl 3 =& Expected rate of return
on plan assets 2.75% 2.75%
7R 2K %7 B T8 HA 3% o0 B =R Expected rate of future
salary increases 2.50% 2.50%
JERE Philippines
g x Discount rate 10.00% 10.00%
5T 8 & EE 2 T8 B Bl 3 =& Expected rate of return
on plan assets 10.00% 10.00%
7R 2K %7 B 2 T8 HA 3% o0 B =R Expected rate of future
salary increases 10.00% 10.00%
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24. RIABRI R HAM3RIK%E  24.Retirement benefits and other post retirement obligations (Continued)
ZEE (#E)

(c) REBRBEELAEE (c) Long service payment liabilities

REEBRREES - &
SEAEETHBERTH
RILEARANEEB RS
ERFUNEZETER
BEXN-—ZFBZR
B BN ZHRERESR
ZEREF T KR FH
AHE - WHIRARIEANSE
@ 2 5 R RE 8l
ZHEFE D - AREZ
BREM KRBT Z AR
i & BB E o

EHRECAEEZIBE
it {8 J5 1 98 3745 & 6 I8
LASRE (BB 51
RAIRZZTEWEF+=
A=+—BAFEsEM
PRI

Under the Hong Kong Employment Ordinance, the Group is obliged in certain
circumstances to make lump sum payments on cessation of employment to
certain employees in Hong Kong who have completed at least five years of
service with the Group. The amount payable is dependent on the employee’s
final salary and years of service, and is reduced by entitlements accrued
under the Group’s defined contribution retirement scheme. The Group does
not set aside any assets to fund any remaining obligations.

An actuarial valuation of long service payment liabilities at 31st December
2004 was carried out by an independent actuary, HSBC Life (International)
Limited, using the projected unit credit method.

rEHE NN

Group Company
2004 2003 2004 2003
BETT BETT B¥TT BT T
HK$’000 HK$’'000 HK$’000 HK$’'000

RIEEME

ZBE
REERR 2 I E s
EEABERAZARE
B A PR B AR

A 8K

At IRBET
XA A

R EE—RRIT
BERAA -

Present value of unfunded
obligations 309 534 - _
Unrecognised actuarial gain - = - _

Liability in balance sheet 309 534 - =
Current services cost 43 104 - =
Interest cost 46 93 - _

Total, included in

staff costs 89 197 - -

The total charge was included in general and administrative expenses.
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24 REREBEAREMENKRRE
LR (E)
(c) REBBLERE (&)

24.Retirement benefits and other post retirement obligations (Continued)

(c) Long service payment liabilities (Continued)

REEABERBERZA Movement in the liability recognised in the balance sheet:
Bz&
r~EE AT
Group Company
2004 2003 2004 2003
BT T BT BETR BT T
HK$’000 HK$'000 HK$’000 HK$'000
n—HA—H At 1st January 534 2,717 - 2,679
BYH - EXAT Total expense
— as shown above 89 197 - -
B 5K Contributions paid (813) (1,295) - =
BREE Loss on curtailment 421 = - -
ERREE k= Actuarial gain recognised 78 = - -
B B A g 5T 24 Bl 28 345% Decrease in liability upon
(1&:]) ME > 2 B & adoption of SSAP34
(revised) - (1,085) - (2,679)
R+=-—A=+—8 At 31st December 309 534 - =
FIRAZEERERR The principal actuarial assumptions used were as follows:
R
r5H AT
Group Company
2004 2003 2004 2003
% % % %
FraEx Discount rate 5.00% 5.50% 5.00% 5.50%
7 B E 0 =R Salary increase rate 4.00% 4.50% 4.00% 4.50%
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25. i fE 1R/

25.Deferred taxation

Tristate Holdings Limited E—

(a) X&EE (a) Group
T T E R Deferred taxation are calculated in full on temporary differences under the liability
BAEBEER method using a principal taxation rate of 17.5% (2003: 17.5%). The movements in
F B B X deferred tax assets and liabilities are as follows:
17.5% (==
T = F
17.5%) kg
BrZE 22
SFHE - R
HIEEE R
a &%
T -
BEHANE RBENAZRE
BE Decelerated tax Investments in 5iE 2 CEl
Provisions depreciation associated companies Tax losses Others Total
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003

BETR BMTr BYTn AETT BYTr BETr BTr B%Tr A%t BT R%Tn B¥Tx

HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000
R—A—H At Ist January (1,568)  (4710) 9,942 7,043 2933 4193 (180 (2,280) - 82 12 4,164
BERRT Charged/(credited) to
&/ GtA) profit and loss account  (1,846) 3,142 (897) 2917 1,960 (1,260) 180 2,100 158 82 155 6,981
AERT Charged/(credited) - - 46 (18) - - - - - - 46 (18)
i/ GrA) to equity
RT=A=1+-H At 31st December (3414 (1,568 9,091 9,942 4,893 2,933 - (180) 158 - 1328 11127
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25. EEB IR (&)
(a) =& E (#)
BEEHBEEGAEE 2 BB TR
ME LA R 26 FE SR A i 1| 2 #E A 75 A 2 AR AT
BEEIRE RIR o NG E A DA B R R E
AP A 2 R MR8 2B %6,358,000
T(ZZEZ =4 : ¥ 16,898,0007T) °
UL R B E A EE AR AR F - W AR B
BHRRBER - BB LEERAH -

ERERBEEREPITEREHIAARE
HiF - RRERSHEBNFE— M B#E
B EERAEEEAES AT EAKE -
HAEERBERMIIZEHREREEKH
&IIER
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25.Deferred taxation (Continued)
(a) Group (Continued)

Deferred tax assets are recognised for tax loss carry forwards
to the extent that realisation of the related tax benefit
through the future taxable profits is probable. The Group
has unrecognised tax losses of HK$6,358,000
(2003:HK$16,898,000) which can be carried forward to
offset against future taxable income. These tax losses can
only be offset against future profits and have not been
recognised in these financial statements. These tax losses

have no expiry date.

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax assets
against current tax liabilities and when the deferred
income taxes relate to the same fiscal authority. The
balances shown in the consolidated balance sheet are
stated after appropriate offsetting.
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25. BB IE ()

(b) &2 F]
EETIBRIE B EER
TEREIT5%(ZEF
=% :17.5%) REKE

25.Deferred taxation (Continued)
(b) Company

Tristate Holdings Limited m—

Deferred taxation are calculated in full on temporary differences under

the liability method using a principal taxation rate of 17.5% (2003:

17.5%). The movement in deferred tax assets during the year is as

H2YGE - AFER follows:
EHBEEZBHNOT :
EERERE
Decelerated tax &t
depreciation Total
2004 2003 2004 2003
BETT BB BETR BETT
HK$’000 HK$'000 HK$’000 HK$’'000
R—A—8 At 1st January - = - =
TABRR Credited to profit and
loss account 140 - 140 -
R+ZA=+—H At 31st December 140 = 140 =
26. g A 26.Share capital
2004 2003
BETT BETT
HK$'000 HK$'000
ETE Authorised:
500,000,000( =T Z =4 :
500,000,000) f% & f% @ (& 500,000,000 (2003: 500,000,000)
BE0.107T 2 T Bk ordinary shares of HK$0.10 each 50,000 50,000
EETRAR : Issued and fully paid:
268,735,253 (—TE =F :
268,735,253) Ik &Mk E & 268,735,253 (2003: 268,735,253)
8010w 2 T AR ordinary shares of HK$0.10 each 26,874 26,874
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27. IR AERT &
R—ANtEFE+—A=-+N\B ' AREHERE
BT —RBREE ((BRES]) - Bt K
RBEEFA URIBTEGE AR A SEKE AR I
EREBXNTES  BEARBAARBKMD Z
BRE  ARAEMBERECKREREKLOO
Lo B BEREURARARBARR 2D —
B RBEHEFTERE  EZERTEINE
BHARZMBR AR ([BRA])AMREE
RUBEREARMAEEXA 2SR RESEML
Z B T T (B 2 80%sk i% F AR (9 2 E B (A
BRERE) ARATREEZEBAZIETE
HREANEAERITEERE EFSTIREBR
REUTEMAYBEREZITERMES - ARG
BREZAXBEN T BHER : (MRHBR
REMBBEF =F&&KK—8 - Ri)—Nht
Fr—AZ+NABWTREFZE (AREE
REE) o

B-ZEZE-FAA B BXMERBEED
TTEETFENKRNOREH B BAERRZ 2 KT
BERREERLEAMAAER S BEBRZAZF
BRHEME 2RSE BEARSEH AR
AYER-_ZEE-—FAA - BHIURREEMNE
Pt e

R-BEE=FR_FTTNMF+_A=+—H" 1
R ARITE 2 B -
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27.Share options scheme

On 28th November 1997, a share option scheme (the “Share
Option Scheme”) was approved by the shareholders of the
Company, under which the directors of the Company may, at
their discretion, invite any full-time employees or executive
directors of the Company or its subsidiaries to take up options
upon payment of HK$1.00 by each grantee as consideration
for the options to subscribe for shares in the Company. Each
option entitles the grantee to subscribe for one share of the
Company and the subscription price is determined by the
Board of Directors at not less than 80% of the average closing
price of the shares of the Company as stated in the daily
quotation sheets issued by The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) for the five business days
immediately preceding the date of offer of the option or the
nominal value of the shares, whichever is the higher. An
option may be exercised at any time during a period to be
notified by the Board of Directors to each grantee. The Board
of Directors may also provide restrictions on the exercises of
an option during the period an option may be exercised. The
expiry dates of the options granted are the earlier of (i) the
last day of three years after their respective dates of grant,
and (ii) the date falling on the expiry of ten years from 28th
November 1997.

With effect from 1st September 2001, the Stock Exchange
requires that the exercise price of options to be at least the
higher of the closing price of the shares on the Stock
Exchange on the date of grant and the average 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 1st September 2001.

As at 31st December 2003 and 2004, there was no share
option outstanding.
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28. & 28.Reserves
(a) X&EE (a) Group
2004
AHEBA
BEEf EERE
fife EX EX Contributed
Rssets fifE BE  BRORE  swpusand  EEEE  REEN
revaluation Exchange Capital Share general Statutory Retained &t
reserve reserve reserve premium reserve reserve profits Total
AETn  AETIn  A¥Tn  BMTn  B%Tn BMTn BETn BETn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZEEMEE-A-H At Ist January 2004 42,591 (146,837) 115,421 8,124 383,043 31,089 100,390 539,827
BEBINBARR Exchange differences arising
BEnAKE on translation of accounts
ERER of foreign subsidiaries and
associated companies - 2,088 - - - - - 2,088
EfNERR Surplus on revaluation of
properties 1,509 - - - - - - 1,509
AR ERTRE Deferred tax charged to equity (46) - - - - - - (46)
EEEF Profit for the year - - - - - = 51,866 51,866
gEa/ (3 Rk Transfer from/(to) reserves - - - - = 14,788 (14,788) -
R-ZZME+-A=+-H At 31st December 2004 44,060 (144,749) 115,421 8,124 383,043 51,877 137,468 595,244
fik - Representing:
ffE Reserves 568,370
RERE Proposed dividends 26,874
595,244
ARARHEAR The Company and subsidiaries 44060  (139488) 115421 8,124 383,043 51,877 117,103 580,140
BERA Associated companies - (5,261) - - - - 20,365 15,104
44,060 (144,749) 115,421 8,124 383,043 51,877 137,468 595,244
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28. f# & 28.Reserves (Continued)
(a) =& E (#) (a) Group (Continued)
2003
HnEBA
BEE(R LhkRE
G EX EX Contributed
Assets Ff FEE  ROEE  suplisand  EEEE  REEA
revaluation Exchange Capital Share general Statutory Retained At
reserve reserve reserve premium reserve reserve profits Total
BETr  AETr BMTn BETn A%Tn E%Tn B%Tn BB
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R-ZZE=F-f—-H At 1st January 2003 43,034 (146,373) 115,421 8,124 383,043 36,283 193,545 633,077
“EE-_FREKE 2002 final dividend - - - - - - 26,874 26,874
R-ET=-f-H At Ist January 2003 43,034 (146,373) 115,421 8,124 383,043 36,283 220,419 659,951
HEBIHBARR Exchange differences arising
BENFKE L on translation of accounts
i3 of foreign subsidiaries and
associated companies - (464) - = - - - (464)
EsNEER Deficit on revaluation of
properties (455) - - - - - - (455)
HABRZERRE Deferred tax credited to equity 18 - - - - - - 18
FEER Loss for the year - - - - - - (92,349)  (92,349)
BfEE Dividends paid = = = = = - (26,874)  (26,874)
828/ (2) Bk Transfer fromi(to) reserves - - - - - 806 (806) -
WZEE=F+-A=+-H At 3lst December 2003 42,597 (146,837) 115,421 8,124 383,043 37,089 100,390 539,827
fi%: Representing:
G Reserves 539,827
RERS Proposed dividends =
539,827
NN The Company and subsidiaries 42,597 (141,576) 115,421 8,124 383,043 37,089 97,961 542,659
Benq Associated companies - (5,261) - - - - 2,429 (2,832)
42,597 (146,837) 115,421 8,124 383,043 37,089 100,390 539,827
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28. & (&) 28.Reserves (Continued)
(b) XA F (b) Company
2004
BB A
EBEEE
Contributed
{358  surplus and 5 88 5 A
Share general Retained &5t
premium reserve profits Total
BYET T BT T BT T BT T
HK$’000 HK$’000 HK$’000 HK$’000
RZZEZTMNF—HA—H At 1st January 2004 8,124 431,020 22,425 461,569
F 5% 7 Profit for the year = = 49,399 49,399
RZZEZEWF+-_A=+—H At 31st December 2004 8,124 431,020 71,824 510,968
& - Representing:
&1 Reserves 484,094
BRR B Proposed dividend 26,874

510,968

Annual Report 2004 | FR




—m Tristate Holdings Limited

A B B 5E

NoTes 1o THE ACCOUNTS

(c) MBHEIEARR A
REBETHBRMBAZ
It 2 (B 18 A 180 iy 3%
TROEEZZHE -
RIBAREED - &
MERRA T O °
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(c)

28. f#1& (&) 28.Reserves (Continued)
(b) XA T (&) (b) Company (Continued)
2003
BN B B2 AN
T
Contributed
B& D% 8  surplus and 1R B8 4 A
Share general Retained & &
premium reserve profits Total
BT BT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
R-_EE=F—H—H At 1st January 2003 8,124 431,020 65,403 504,547
ZEEFRBRE 2002 final dividend = = 26,874 26,874
R-_EZ=F—H—H At 1st January 2003 8,124 431,020 92,277 531,421
FEBE Loss for the year = = (42,978) (42,978)
Bk E Dividends paid = - (26,874) (26,874)
RZZEE=F+=-H=+—H At 31st December 2003 8,124 431,020 22,425 461,569
& Representing:
[ Reserves 461,569
Ok i 8 Proposed dividend -

461,569

The contributed surplus represents the excess in value of shares acquired in

consideration for the issue of the Company’s shares over the nominal value of

those shares issued. Under Bermuda Law, the contributed surplus is

distributable.
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28. & @ (4)

(d)

(e)

$ETFEV% BDE  EREBEMKZZHBA
BEARMH DB E10%ERRER - Lt
J%’é INEFBHEANTFREEL  BEERTE
EHEEBEWRRAESE/LE - WRFHEN AR
HHEE  ERNEFREIEBEA50%
5 H?ECP R ELON BIBIEEN o
P 2 FIRBREREEREARN - R-_ZEZN
F m%‘ZMTJE B B SRR
EREE M _ZTZE=FRACEBENERK
534,000TC =5 E [t ° thHh - RIBEGERQ
AL WEMBARIZHENE  BELER
BRENERMBEHBREBEATFEZE
A

TREZERERAEERTRAZE2EBINEE
EERRETEERE R REERBE P

H-eFafIEEcEBREREEE
RES -

NEEZFENBERRBEREBERNZ &
BAZTHAREEAERHE  EEZFEEER
MEABAOZAT AL - EAEREBITLS
e R ERRNEHEREERIEMER -
TCEFRESRAKERE BIER LGN
BN - HREIGEFERES 2B H B M
BRARIZEEGAE - HE_ZTTNF =
A=+—BLFE  ZEPEKNBA &R
48 14,788,000t (ZZTEZT=F : B
272,0007T) ZEERFE o
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28.Reserves (Continued)

(d)

(e)

Under Taiwan Company Law, subsidiaries incorporated in
Taiwan are required to set aside 10% of their net profit
each year to reserve. The aforementioned appropriation
to the reserve shall be made in the following year until
the accumulated reserve equals the paid-in capital. Such
reserve may be used to offset a deficit or, when it has
up to 50% thereof
The amount set aside is
During 2004,

subsidiaries in Taiwan did not transfer any amount to the

reached 50% of the paid-in capital,
may be transferred to capital.
included under statutory reserve.
statutory reserve whereas in 2003 an amount of
HK$534,000 was transferred to the statutory reserve by
the subsidiaries in Taiwan. In addition, any profit on
disposal of property, plant and equipment net of taxation
of these subsidiaries has to be transferred to capital
reserve pursuant to Taiwan Company Law in the following

year.

The laws and regulations of the PRC require wholly
foreign-owned enterprises in the PRC to provide for
certain statutory reserves namely general reserve,
enterprise expansion fund which are appropriated from

net profit as reported in the statutory accounts.

The Group’s subsidiaries in the PRC are required to
allocate at least 10% of its after-tax profit to the statutory
reserve until the reserve has reached 50% of its registered
capital. Statutory reserve can only be used, upon approval
by the relevant authority, to offset accumulated losses or
increase capital. The enterprise expansion fund can only
be used to increase capital upon approval by the relevant
authority. Appropriation to enterprise expansion fund is
at the discretion of the board of directors of the
subsidiaries in the PRC. For the year ended 31st
December 2004, the subsidiaries in the PRC have
transferred approximately HK$14,788,000 (2003:
HK$272,000) to statutory reserve.
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29. RITAME
RZZEZEME+ A=+ —
B AEEZREEEITER
K& X & £ #2,636,0007T
(ZZZ =% : #%¥19,414,000
T0)  UMARRR Z EERIER
e G

30. A& iE
(a) EXEHNEE (a)
RO MENEEHENR
4 - R E R B R R A (R

29.Banking facilities

30.Commitments

Operating lease commitments

At 31st December 2004, the Group had outstanding banking loans and
overdrafts totaling HK$2,636,000 (2003: HK$19,414,000) which was
secured by corporate guarantees given by the Company.

The total future minimum lease payments payable under non-cancellable

operating leases of the Group are as follows:

Annual Report 2004 | £

HE@BHOT -
2004 2003
BET T BT T
HK$’000 HK$’000
T FEF : Land and buildings:
—— 4R — Within 1 year 24,759 34,488
——FEBERAFN — After 1 year but within 5 years 23,293 41,915
—RF& - After 5 years 62,286 51,088
110,338 127,491
(b) EAXREIE (b) Capital commitments
REBERRAEEEMERE The Group had the following capital commitments in relation to office
BBEHEA AT ERARE : renovation and purchase of equipment:
2004 2003
BET T BT T
HK$’000 HK$’000
BB RERE Contracted but not provided for - 625
EREERRY Authorised but not contracted for 2,797 11,686
2,797 12,311
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A7 &2 (B RE 50 B 4R ok R A
R HP B NELEREA
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- AKEMZ X EH
RNEAZE  AZTA/A
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31.Related party transactions

Tristate Holdings Limited E—

Parties are considered to be related to the Group if the Group has the ability,

directly or indirectly, to exercise significant influence over the parties in making

financial and operating decisions, or vice versa, or where the Group and the

parties are subject to common significant influence. Related parties may be

individuals or entities.

The following is a summary of significant related party transactions which were

carried out in the normal course of the Group’s business:

AEE
Group
2004 2003
B 5 BET T BT T
Notes HK$’000 HK$'000
TDB Company Limited TDB Company Limited
He &M Rental expenses (a) (4,457) (4,591)
Triskele Company Limited Triskele Company Limited
EEER Management fees expenses (b) (1,110) (1,331)
EREH Hua Thai Group
= ey Purchases of finished goods (c) (403,790) (263,959)
& B Sales of finished goods (c) 32,262 332
BERME Z Handling expenses
FEEHRAX on purchases of raw materials (d) (745) (430)
HERME 2 Handling income
FEEWA on sales of raw materials (d) 19,380 12,394
T WA Processing income (e) 80 =
mTEA Processing charges (e) (961) (994)
HEWA Rental income (f) - 95
65 1 28 Sales of machinery (g) 24 8
08 B 28 Purchase of machinery (g) ()] -
T m A Sample income (h) 2,833 456
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(a)

(b)

(c)

(d)

(e)

(f)

(g)

(h)

A B B 5E
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IN.AEALRE (&)

HEeTRARERIE HAEMNEE -5
4

ZHBENEETGHRSEFLILA -

[ Triskele Company Limitedsz i 2 & 32 & 8
DIZREFTREMNSERE -

MBEAAEREEBRE HENEK R
BN DNAK A FEME ©

IEREEEFELRMBNTEER RA
REREREERE HERMHND
CIRRET B ER L REEM ©

%S%Hm \E“ﬁ
uﬁ—

SENOMTER,WAZRKADIK

B
it +Ht
?

MEREERR2ESWAZREEBEE
BRERMBARERGE -

RMEREBENE BBANKS

EEE e

RERR AR IR

EREE 2 EMBARRIER B E KRG

o

Bz
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31.Related party transactions (Continued)

(a)

(b)

(c)

(e)

(f)

(g)

(h)

Rental expenses were for the leasing of factory, office
and warehouse space. The particulars are set out in the
report of the Directors on page 41.

The management fees expenses to Triskele Company
Limited was mutually agreed between the two parties.

Purchases/sales of finished goods from/to Hua Thai Group

were determined on a cost plus markup basis.

Handling expenses/income on purchase/sales of raw
materials from/to Hua Thai Group was determined based
on the amount of purchases for Hua Thai Group and at a
rate mutually agreed between the two parties.

Processing income from and processing charges to Hua
Thai Group were determined on a cost plus markup basis.

Rental income from Hua Thai Group was determined
under normal commercial terms based on the floor area
occupied.

Sale and purchases of machineries to/from Hua Thai

Group were determined on a cost plus markup basis.

Sample income from Hua Thai Group were determined

under normal commercial terms.
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NR.BZEHRERBE 32.Consolidated statement of cash flows
(a) BREANGEH, (FE) BgE (a) Reconciliation of profit/(loss) before taxation to net cash inflow from
EBZIRERMAFEER operations:
2004 2003
BETT BETT
HK$’000 HK$'000
BE SR/ (BE) Profit/(loss) before taxation 69,760 (81,550)
[EiEE 2N A (CaF) /Ba Share of (profit)/loss from
associated companies (20,721) 13,726
nE - BERZENE Depreciation on property,
plant and equipment 42,318 40,613
HENE  BER Net loss on disposals of property,

REEEFSE plant and equipment 2,571 75
HE—ZRKBARERZ RS Gain on disposal of interests in a subsidiary - (4,963)
FEHA Interest income (663) (278)
BB RME L F BT Interest expenses on bank loans and overdrafts 3,963 4,089
SHEENERR Surplus on revaluation of investment properties (1,271) (129)
AT B EESZ A Operating profit/(loss) before working

BEEH,/ (BR) capital change 95,957 (28,417)
FERD Decrease in inventories 47,569 25,427
& i 5 4 A0 R Mk R IR (Increase)/decrease in bills receivable and

(#m) /md accounts receivable (18,175) 82,659
T8 15 R 0 E 4 fE U R R D Decrease in prepayments and other receivables 28,831 30,145
ENEERARETE Increase in net amounts due to

5 associated companies 8,546 3,235
[ REAE R BRE Increase/(decrease) in bills payable and

#m/ (i) accounts payable 2,694 (46,961)
J& 15 B A A0 H 4t FE 9 5008 Decrease in accruals and

w other payables (2,204) (4,175)
BREBMMEMRIKE 2 Increase/(decrease) in provision for retirement

AEE M/ CRd) benefits and other post retirement obligations 2,185 (2,570)
REZBEMANFRE Net cash inflow from operations 165,403 59,343
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35.
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(b) REZBIMUT

32.Consolidated statement of cash flows (Continued)
(b) Analysis of changes in financing

RITER

Bank loan
2004 2003
BT T ks A
HK$ HK$’000
n—HA—H At 1st January 15,952 1,209
IR ITE K New bank loans 673,930 634,973
EBRETER Repayment of bank loans (689,882) (620,230)
R+—A=+—H At 31st December - 15,952

%%T@Hﬁi\\ﬁ
EERANEBHRRES T
ﬂﬁﬁkiZSllver Tree Holdings
Inc. B & BIER AT °

LB F
EThHREFEEH S - AU
REAREREZ2HAA - A
EHEREEUEmMENHH
RIEMEBEE - MEBE QT
ZRBEEBRESMLEmE
FoBERRDEEREE-

#tEBR B
AEBELRESS
AFMA=-+—B#E -

RNR-_EEE

\—77
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33.Ultimate holding company
The directors regard Silver Tree Holdings Inc., a company incorporated in the
British Virgin Islands, as ultimate holding company.

34.Comparatives
Certain comparative figures have been reclassified to conform to the current
year's presentation including fixed term deposits classified as non-current
assets due to the nature of the fixed deposits, and current accounts with
associated group have been classified as current assets and liabilities as they
are trade in nature.

35.Approval of accounts
The accounts were approved by the board of directors on 22nd April 2005.




