FOUNTAIN SET (HOLDINGS) LIMITED 2005 Annual Report

NOTES TO THE FINANCIAL STATEMENTS - Bf #& R 3% Fff 5%

For the year ended 31st August, 2005
BE—ZTRF)\A=+—HILFE

1. General
The Company is a public limited company incorporated in Hong Kong and its
shares are listed on The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”).

The Company is an investment holding company.The principal activities of its
principal subsidiaries and jointly controlled entities are set out in notes 14 and

15, respectively.

2. Potential Impact Arising from Recently Issued Accounting Standards

In 2004, the Hong Kong Institute of Certified Public Accountants issued a
number of new or revised Hong Kong Accounting Standards and Hong Kong
Financial Reporting Standards (“HKFRSs") (hereinafter collectively referred to
as the “new HKFRSs”) which are effective for accounting periods beginning on
or after 1st January, 2005 except for HKFRS 3 “Business Combinations” which is
effective for business combinations for which the agreement date is on or after
1st January, 2005. The Group has not early adopted these new HKFRSs, except

for HKFRS 3, in the financial statements for the year ended 31st August, 2005.

In the current year, the Group has early adopted HKFRS 3 “Business
Combinations”for the accounting period beginning on 1st September, 2004.
The principal effects of the application of HKFRS 3 to the Group are summarised

below:

Goodwill

In previous years, goodwill arising on acquisitions after 1st January, 2001 was
capitalised and amortised over its estimated useful life.The Group has applied
the relevant transitional provisions in HKFRS 3. With respect to goodwill
previously capitalised on the balance sheet, the Group has discontinued
amortising such goodwill from 1st September, 2004 onwards and such goodwill
will be tested for impairment at least annually. Goodwill arising on acquisitions
after 1st September, 2004 is measured at cost less accumulated impairment
losses (if any) after initial recognition. As a result of this change in accounting
policy,no amortisation of goodwill has been charged from 1st September,2004

and onwards.
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2. Potential Impact Arising from Recently Issued Accounting Standards
(Continued)

Excess of the Group's interest in the net fair value of acquiree’s identifiable assets,

liabilities and contingent liabilities over the cost of acquisition (previously

known as“negative goodwill”)

In accordance with HKFRS 3, any excess of the Group’s interest in the net fair
value of acquiree’s identifiable assets, liabilities and contingent liabilities over
the cost of acquisition (“discount on acquisition”) is recognised immediately in
profit or loss in the period in which the acquisition takes place. In previous
periods, negative goodwill arising on acquisitions prior to 1st January, 2001
was held in reserves and will be credited to income at the time of disposal of
the relevant subsidiary.In accordance with the relevant transitional provisions
in HKFRS 3, the Group derecognised all negative goodwill on 1st September,
2004. A corresponding adjustment to the Group's retained earnings as at 1st

September, 2004 of approximately HK$67,106,000 has been made.

Save as disclosed above, the Group has commenced considering the potential
impact of these new HKFRSs but is not yet in a position to determine whether
these new HKFRSs would have a significant impact on how its results of
operations and financial position are presented.These new HKFRSs may result
in changes in the future as to how the results and financial position are

presented.
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3. Significant Accounting Policies

The financial statements have been prepared under the historical cost
convention, as modified for the revaluation of certain properties, and are in
accordance with accounting principles generally accepted in Hong Kong.The

principal accounting policies adopted are set out below:

Basis of consolidation
The consolidated financial statements incorporate the financial statements of

the Company and its subsidiaries made up to 31st August each year.

The results of subsidiaries acquired or disposed of during the year are included
in the consolidated income statement from the effective dates of acquisition

or up to the effective dates of disposal, as appropriate.

Goodwill

Goodwill arising on acquisitions prior to 1st September, 2004

Goodwill arising on acquisition of a subsidiary for which the agreement date
is before 1st September, 2004 represents the excess of the cost of acquisition
over the Group's interest in the fair value of the identifiable assets and liabilities

of the relevant subsidiary at the date of acquisition.

For previously capitalised goodwill arising on acquisitions after 1st January,
2001, the Group has discontinued amortisation from 1st September, 2004
onwards, and such goodwill is tested for impairment annually,and whenever
there is an indication that the cash generating unit to which the goodwill related

may be impaired (see the accounting policy below).

Goodwill arising on acquisitions on or after 1st September, 2004

Goodwill arising on the acquisition of a subsidiary for which the agreement
date is on or after 1st September, 2004 represents the excess of the cost of
acquisition over the Group's interest in the fair value of the identifiable assets,
liabilities and contingent liabilities of the relevant subsidiary at the date of
acquisition. Such goodwill is carried at cost less any accumulated impairment

losses.
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3. Significant Accounting Policies (Continued)
Goodwill (Continued)

Goodwill arising on acquisitions on or after 1st September, 2004 (Continued)

Capitalised goodwill arising on an acquisition of a subsidiary is presented

separately in the consolidated balance sheet.

For the purpose of impairment testing, goodwill arising from an acquisition
is allocated to each of the relevant cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of the
acquisition. A cash-generating unit to which goodwill has been allocated is
tested for impairment annually, and whenever there is an indication that the
unit may be impaired. For goodwill arising on an acquisition in a financial year,
the cash-generating unit to which goodwill has been allocated is tested for
impairment before the end of that financial year.When the recoverable amount
of the cash-generating unit is less than the carrying amount of the unit, the
impairment loss is allocated to reduce the carrying amount of any goodwill
allocated to the unit first,and then to the other assets of the unit pro-rata on
the basis of the carrying amount of each asset in the unit. Any impairment loss
for goodwill is recognised directly in the income statement. An impairment

loss for goodwill is not reversed in subsequent periods.

On subsequent disposal of a subsidiary, the attributable amount of goodwiill
capitalised is included in the determination of the amount of profit or loss on

disposal.

Turnover
Turnover represents the net amounts received and receivable for goods sold

and services rendered by the Group to outside customers during the year.
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3. Significant Accounting Policies (Continued)
Revenue recognition
Sales of goods are recognised when goods are delivered and title has been

passed.

Service income is recognised when services are provided.

Rental income from operating leases is recognised on a straight line basis over

the term of the relevant lease.

Interest income is accrued on a time basis by reference to the principal

outstanding and at the interest rates applicable.

Investment properties
Investment properties are completed properties which are held for their

investment potential, any rental income being negotiated at arm’s length.

Investment properties are stated at their open market values based on
independent professional valuations at 31st August each year. Any surplus or
deficit arising on the valuation of investment properties is credited or charged
to the asset revaluation reserve unless the balance on this reserve is insufficient
to cover a deficit, in which case the excess of deficit over the balance of the
asset revaluation reserve is charged to the income statement. Where a deficit
has previously been charged to the income statement and a revaluation surplus
subsequently arises, this surplus is credited to the income statement to the

extent of the deficit previously charged.

On the disposal of an investment property, the balance on the asset revaluation

reserve attributable to that property is transferred to the income statement.

No depreciation is provided on investment properties except where the

unexpired term of the relevant lease is 20 years or less.
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3. Significant Accounting Policies (Continued)

Property, plant and equipment

Property, plant and equipment, other than construction in progress, are stated
at cost or valuation less accumulated depreciation, amortisation and any

identified impairment loss.

Certain of the Group’s leasehold land and buildings were previously revalued.
Advantage has been taken of the transitional relief provided by paragraph 80
of Statements of Standard Accounting Practice (“SSAP(s)") 17 “Property, Plant
and Equipment” from the requirement to make regular revaluations of the
Group’s land and buildings which had been carried at revalued amounts prior
to 30th September, 1995, and accordingly no further revaluation of land and

buildings is carried out.

The surplus arising on revaluation of these properties in previous years was
credited to the asset revaluation reserve. Any future decrease in value of that
property will be dealt with as an expense to the extent that it exceeds the
balance, if any,on the asset revaluation reserve relating to a previous revaluation
of that particular property.On the subsequent disposal of a revalued asset, the
attributable revaluation surplus not yet transferred to retained profits in

previous years is transferred to retained profits.

Depreciation and amortisation are provided to write off the cost or valuation
of property, plant and equipment, other than construction in progress, over
their estimated useful lives, using the straight line method, at the following

rates per annum:

Freehold land Nil
Leasehold land Over the term of the lease
2% -4.5%
10% - 33%
10% - 20%
20% - 30%

Buildings
Furniture, fixtures and equipment
Plant and machinery

Motor vehicles

The gain or loss arising on the disposal or retirement of an asset is determined
as the difference between the sale proceeds and the carrying amount of the

asset and is recognised in the income statement.

B 7% ¥R AR BT RE

3. FEEFHEHER (B)

YIse ~ e KR

M3 ~ MR AR (B AP YIRBRIN) A A S E
MRRBITE - BEREIACEREZRERLES
4o

REMIBHIRAERE 2 T RIEFBEGEGE -
BAEECRASHERER (SEBKER ] %
17R[ )35 ~ BER R R B IS0 FTR] 2 BIE 2 HF -
BIREHEE-ANAFNA=THAFEECEMR
T REFERELEMR - Bt - WREFET L
REFZEM -

ZENFEBEFEREMMEL 2BHRCHEER
fEERRRAET A  ARZYIZETEASIRER A BR(ERT - IEE
B EAREESGRFERTEL - TRZBARS
B - BEEMYERERHER - HRGREMBERE
BARFEAERRA -

Y3~ MR R Rl (BB YIRRRIN) 2B R s
TREE A A A F U B A E A G
B SFLRNT :

KAFE 2L =
R EmIEFE 21 RS FH
BF 2% - 4.5%
&M~ HEBERRE 10% - 33%
B EHEs 10% - 20%
B 20% - 30%

EEENEREER - AfSRUREAEREEEZER 2
B W RAFERT o



FOUNTAIN SET (HOLDINGS) LIMITED 2005 Annual Report

NOTES TO THE FINANCIAL STATEMENTS - Bf #& R 3% Fff 5%

For the year ended 31st August, 2005
BE—ZTRF)\A=+—HILFE

3. Significant Accounting Policies (Continued)

Construction in progress

Construction in progress is stated at cost, which includes land cost and the
related construction and borrowing costs, less any identified impairment loss,

as appropriate.

No depreciation or amortisation is provided for construction in progress until
the construction is completed and the assets are ready for their intended use.
The cost of completed construction works is transferred to the appropriate

category of property, plant and equipment.

Investments in subsidiaries
Investments in subsidiaries are included in the Company’s balance sheet at cost

less any identified impairment loss.

Jointly controlled entities
Joint venture arrangements which involve the establishment of a separate
entity in which each venturer has an interest are referred to as jointly controlled

entities.

The Group's interests in jointly controlled entities are included in the
consolidated balance sheet at the Group’s share of the net assets of the jointly
controlled entities less any identified impairment loss. The Group's share of the
post-acquisition results of its jointly controlled entities is included in the

consolidated income statement.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its assets
to determine whether there is any indication that those assets have suffered
an impairment loss. If the recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount of the asset is reduced to
its recoverable amount. An impairment loss is recognised as an expense
immediately, unless the relevant asset is carried at a revalued amount, in which

case the impairment loss is treated as a revaluation decrease.
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3. Significant Accounting Policies (Continued)

Impairment (Continued)

Where an impairment loss subsequently reverses, the carrying amount of the
asset is increased to the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying amount that would
have been determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is recognised as income
immediately, unless the relevant asset is carried at a revalued amount, in which

case the reversal of the impairment loss is treated as a revaluation increase.

Inventories

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

necessary to make the sale.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer
substantially all the risks and rewards of ownership of the assets concerned to
the lessee. Assets held under finance leases are capitalised at their fair value at
the date of acquisition or, if lower, the present value of the minimum lease
payments.The corresponding liability to the lessor, net of interest charges, is
included in the balance sheet as a finance lease obligation.Finance costs, which
represent the difference between the total leasing commitments and the fair
value of the assets acquired, are charged to the income statement over the
term of the relevant lease so as to produce a constant periodic rate of charge

on the remaining balance of the obligations for each accounting period.

All other leases are classified as operating leases and the annual rentals are
charged to the income statement on a straight line basis over the term of the

relevant lease.
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3. Significant Accounting Policies (Continued)

Foreign currencies

Transactions in foreign currencies are initially recorded at the rates of exchange
prevailing on the dates of the transactions. Monetary assets and liabilities
denominated in such foreign currencies are re-translated at the rates prevailing
on the balance sheet date. Profits and losses arising on exchange are included

in the income statement.

On consolidation, the assets and liabilities of the Group's overseas operations
are translated at exchange rates prevailing on the balance sheet date.Income
and expense items are translated at the average rates for the period.Exchange
differences arising, if any, are classified as equity and transferred to the Group's
translation reserve. Such translation differences are recognised as income or as

expenses in the period in which the operation is disposed of.

Taxation
Income tax charge represents the sum of the tax currently payable and deferred

tax.

The tax currently payable is based on the taxable profit for the year.Taxable
profit differs from net profit as reported in the income statement because it
excludes items of income or expense that are taxable or deductible in other
years,and it further excludes income statement items that are never taxable or

deductible.

Deferred tax is the tax expected to be payable or recoverable on differences
between the carrying amounts of assets and liabilities in the financial statements
and the corresponding tax bases used in the computation of taxable profit,and
is accounted for using the balance sheet liability method. Deferred tax liabilities
are generally recognised for all taxable temporary differences, and deferred tax
assets are recognised to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilised. Such
assets and liabilities are not recognised if the temporary difference arises from
goodwill (or negative goodwill) or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction that affects

neither the taxable profit nor the accounting profit.
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3. Significant Accounting Policies (Continued)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary differences arising
on investment in a subsidiary, except where the Group is able to control the
reversal of the temporary difference and it is probable that the temporary

difference will not reverse in the foreseeable future.

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 asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the
period when the liability is settled or the asset is realised. Deferred tax is charged
or credited in the income statement, except when it relates to items charged or
credited directly to equity, in which case the deferred tax is also dealt with in

equity.

Capitalisation of borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets are capitalised as part of the cost of those assets.
Capitalisation of such borrowing costs ceases when the assets are substantially

ready for their intended use or sale.

All other borrowing costs are recognised as expenses in the period in which

they are incurred.

Retirement benefits scheme
Payments to defined contribution retirement benefit plan are charged as an

expense as they fall due.

3. XEEFTHEHER (&)

BiE ()

REN—BMBLARAMESL 2 ERB TR ZHER
BRASELEFIREE - EREE SRR
B m % 72 7] RAS SR A S S R = R B RUBR D o

EERUREE 2 REERSESE BEHR - E
T BARAERR BN ANE 2R EHEE 2
B T 1 AR FE IR o

EERRRAREESEREREERE 2B R
5 o EEBURRWERAHIBRSE A - S R ERE
REZEAMBRRTAZIEE - BEERE IS TR
RERE o

BERANFEE

ERERAEERENEE BERLEEQEREE
B B EEERASFZEREZBDRA - ZH
{LEEERREEERSAHERNHERZLL

FEEMEERARERERFRERR I -

RAAERETE
XA ERR ARG B2 TR EIH B AES HNER o

53]



FOUNTAIN SET (HOLDINGS) LIMITED 2005 Annual Report

NOTES TO THE FINANCIAL STATEMENTS - Bf #& R 3% Fff 5%

For the year ended 31st August, 2005
BE—ZTRF)\A=+—HILFE

4. Segment Information

Turnover and contribution to operating results and assets and liabilities by
business segments have not been prepared as over 94% (2004: 92%) of the
Group's turnover was derived from the production and sales of dyed fabrics,
sewing threads and yarns.The Group's primary format for reporting segment
information is geographical segments.
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2005 —EERF
Hong The Rest
Kong PRC Taiwan Korea of Asia America Europe  Eliminations  Consolidated
Hitr
£ e =) BE  DMtE EJ B Eafiz &e
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000
TEn Fhr FEn Fhr Fhr FEn Fhr Fhr FEn
TURNOVER
L
External sales
HIMEE 2,868,475 182,425 696,295 685133 1418534 633,422 152014 — 6636298
Inter-segment sales (note)
PEEEE (i) 6764975 4,219,059 - = 219,428 42,487 —  (11,245949) -
Total tumnover
BEWARE 9633450 4,401,484 696,295 685133 1637962 675,909 152014 (11,245949) 6,636,298
RESULT
Segment result
EEE 104911 7327 38,730 25,979 80,437 4819 7,703 269,906
Interest income
FBBA 6,202
Unallocated corporate income
FUAFZEERA 3832
Profit from operations
2ERA 279,940
Finance costs
EEHA (56,727)
Share of results of jointly controlled entities
A REGIRERE (409)
Reversal of impairment losses recognised in
respect of interests in jointly controlled entities
BAREHRERRMER 2 AERXRE 2,163
Profit before taxation
BRBtATRA 224,967
Income tax charge
FrSHi% (25933)
Profit before minority interests
BROURRERAIRA 199,034
Minority interests
DURRES (36,597)
Profit for the year
=EERF 162437
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NOTES TO THE FINANCIAL STATEMENTS
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Ber—EERFN\A=+—HIFE

4. Segment Information (Continued)

B 7% ¥R AR BT RE

4. DEEH ()

2004 —EEnEF

Hong The Rest

Kong PRC Taiwan Korea of Asia America Europe  Eliminations ~ Consolidated

2t

B HE =) BE  TE M B i &a

HK$000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000

FiEr Fir Fix FiEr Fin Fir FiEr Fir Fir
TURNOVER
L
External sales
HIMEE 3,007,977 108,873 665,044 428278 1314732 1055826 193,256 — 6773986
Inter-segment sales (note)
FERHE (W) 7191302 5433488 = = 349,382 51,961 —  (13,026133) =
Total turnover
BEEAE 10199279 5542361 665,044 428278 1664114 1,107,787 193256  (13,026,133) 6,773,986
RESULT
Segment result
TEEE 178922 5378 44329 (116) 53,660 (7332) 12,925 287,766
Interest income
FIBBA 1732
Unallocated corporate income
FARFZEERA 390
Profit from operations
2ERT 289,888
Finance costs
fRERA (41,229)
Profit before taxation
BRBFIRF 248,659
Income tax charge
FrigBix & (33458)
Profit before minority interests
ROERRERAEA 215201
Minority interests
LERFER (35,062)
Profit for the year
=EERF 180,139

Note: Inter-segment sales are charged at prices with reference to the prevailing market

rates.

M PEMBEEZBRDSREERF 2 SERME

iE o

55)
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BE—ZTRF)\A=+—HILFE

4. Segment Information (Continued) 4. DEER (&

An analysis of the Group’s segment assets and liabilities attributable to HREEER EERINETEI B NERERN & AR
geographical markets for both years is not presented as it is not practicable to SEEEMEFEILR G BEEREEKEH
allocate the amounts of the respective assets and liabilities to geographical SAEH DT ©

markets.

The following is an analysis of the carrying amount of segment assets, and Ko EERE 2 RMEREYZE - HEsRFENHEZH
expenditure on property, plant and equipment and goodwill, analysed by the TIREEMEIEITAT ¢

geographical area in which the assets are located:

Expenditure on property,

plant and equipment

Carrying amount and goodwill
of segment assets Y - HEER
PDEEEZIRAE RENEE X

2005 2004 2005 2004
HK$'000 HKS'000 HKS'000 HK$000
FET FET FET FET
The PRC Y 3,659,052 3,627,023 398,141 334,552
Hong Kong BB 1,658,242 1,640,917 3,458 7,019
Taiwan =y 218,508 162,312 — —
Korea 3R 61,977 59,977 — —
Rest of Asia H{thzm it = 520,704 462,294 14,065 17,997
America E)! 80,689 113,948 64 210
Europe &M 15,573 8,700 — —

6,214,745 6,075,171 415,728 359,778
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B 7% ¥R AR BT RE

“RTREER @

5. Profit from Operations 5. EERF
2005 2004
HK$'000 HKS'000
FET FET
Profit from operations has been EERRE N
arrived at after charging: THER :
Amortisation of goodwill BREETHEAR
included in administrative expenses AT £ — 741
Auditors’ remuneration ZERT BN 3,452 2,973
Depreciation and amortisation Y1 - MR EREZ
of property, plant and equipment: MERE#EE
Assets owned by the Group AEBEEZEE 205,391 190,849
Assets held under finance leases REMBHEMSEZERE 8,557 10,809
Impairment loss recognised in respect BREETREARZ
of goodwill included in BB AR RER
administrative expenses 2,503 —
Loss on disposal of property, plant HEME - HERRE
and equipment = 8,822 10,614
Staff costs (including directors’ EERA (BEH5
emoluments set out in note 6) RKTE 6 AZESES) 680,613 673,036
and after crediting: REstA
Interest income FEWA 6,202 1,732
Surplus arising on revaluation of REYFE 2 EMBER
investment properties 78 42
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BE—ZTRF)\A=+—HILFE

6. Information Regarding Directors’and Employees’ Emoluments

(a) Directors’emoluments

The emoluments paid or payable to each of the 9 (2004: 8) directors were as

6. EEREEMEEHR

() EEE&

ENREMGEINL (Z2TEFE

) R

follows: EECME0T
2005 —EERF
Ha Lau Ha Ha Yeh Ng Wong  Chow
Chung Hong KamOn, Yen Hon  YiHao, Kwok  Kwong Wing Kin,
Fong Yon  Victor Gordon Kuen  Yvette Tung Chi  Anthony Total
ERF WEER EfT BE% BEEE ZEE GER IHS BKR  #E
HKS'000 HKS'000 HKS'000 HKS000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
Fér TEx FEr TExn Fén TExn FéErn TErn FErn ThErxn
Fees e — — — — 150 150 250 200 200 950
Other emoluments HivE<
Salaries and other benefits FeRHMER 16285 2968 2839 2297 394 — — — — 24783
Retirement benefits BIRBRFT I
scheme contributions — 202 213 157 — — — — — 572
16285 3170 3052 2454 544 150 250 200 200 26305
2004 —EEME
Ha Lau Pow Ha Yeh Mi Ng Wong
Chung Hong Man Hon  YiHao, Man See, Kwok  Kwong
Fong Yon Kue Kuen  Yvette Lisa Tung Chi Total
ERF MEE #iYE BEEE EEH KB GER IBT  4F
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HKS'000 HKS'000
FEr TErn TErn ThEr Fhr FEr TFErT TErn ThEx
Fees kA — — — 175 120 — 175 175 645
Other emoluments HivEE
Salaries and other benefits FERHEMER 20150 3640 4050 366 — — — — 28206
Retirement benefits BIRBRIFT B
scheme contributions — 252 193 — — — — — 445
20,150 3,892 4,243 541 120 — 175 175 29,296

No directors waived any emoluments during the years ended 31st August, 2005

and 2004.

RBE-ZENFR_ZZ2RFN\A=T—HLFE

RNALEEEHREMHE -
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For the year ended 31st August, 2005
BE—ZTRF)\A=1+—HILFE

6. Information Regarding Directors’and Employees’ Emoluments
(Continued)

(b) Employees’emoluments

The five highest paid employees included three (2004: three) directors, details

of whose emoluments are set out above. Emoluments of the remaining two

(2004:two) employees are as follows:

EEEE(EE)FARBELT —ssnsss @

B 7% ¥R AR BT RE

6. ESNEEMEER (&)

(b) EEME

EeMENAEEEEE= N (Z2TNFE : =
1) % EMESHFBER L5 o RSkmv
(ZZZNFE M) BEZMEERNT

2005 2004

HKS’000 HK$000

FET FET

Salaries and other benefits HFEREMER 5,199 6,240
Retirement benefits scheme ERBERET IR

contributions 356 451

5,555 6,691

Emoluments of the two (2004: two) highest paid employees were within the

following bands:

REMENMAL (C2STEFE - ML) BEEN#HE
HETIEEEZA

Number of employees
EEHAE
2005 2004

2,500,001 78 7T £ 3,000,000 /87T
3,000,001 & 7T £ 3,500,000 78 7T
3,500,001 & 7T £ 4,000,000 77T

HK$2,500,001 to HK$3,000,000
HK$3,000,001 to HK$3,500,000
HK$3,500,001 to HK$4,000,000
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7. Finance Costs 7. fAEKA
2005 2004
HK$'000 HKS'000
FET FET
Interest on: FIE
Bank borrowings wholly repayable REFREIEER
within five years ZIRITEE 46,082 38,557
Bank borrowings not wholly repayable REFAE|ELEL
within five years BEZRITEE 10,144 —
Finance leases wholly repayable REFAZIEER
within five years ZEEHEE 953 1,440
Total borrowing costs BERAZE 57,179 39,997
Less:amounts capitalised B ALEEESE (3,783) (1,695)
53,396 38,302
Bank facilities arrangement fees IRITERZHER 3,331 2,927
56,727 41,229

Borrowing costs capitalised during the year arose on the general borrowing REEMFEEZBERARIH—REEHBESE
pool and are calculated by applying a capitalisation rate of 2.4% (2004: 1.4%) WAFEER24% (ZZZWFE 1 14%) 578 &

per annum to expenditure on qualifying assets. EEEREER
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For the year ended 31st August, 2005
BE—ZTRF)\A=1+—HILFE

8. Income Tax Charge 8. FISBix
2005 2004
HK$'000 HK$'000
FET FET
Current tax: =FERE
Hong Kong BiE
Current year =FE 11,457 14,582
(Over)underprovision in prior years BEFEEME (Z51) DEt (87) 190
11,370 14,772
Other jurisdictions HAth T At E 18,468 22,002
29,838 36,774
Deferred tax: IEIERIE :
Current year (note 21) =FE (Bfa21) (3,905) (3,316)
Taxation attributable to BRAARR
the Company and its subsidiaries HKIE AR 2BiE 25,933 33,458

Hong Kong Profits Tax is calculated at 17.5% of the estimated assessable profit MEFE 2B BRFBR UL BTG ET217.5%
for both years. & o

Taxation arising in other jurisdictions is calculated at the rates prevailing in the Hit R A B 2 BB R AR RAERI R At BRIT 2B

respective jurisdictions. REtE o

Details of the deferred taxation are set out in note 21. IRAER 18 2 IR E PR MIRE 21 1 ©




FOUNTAIN SET (HOLDINGS) LIMITED 2005 Annual Report

NOTES TO THE FINANCIAL STATEMENTS -

For the year ended 31st August, 2005
BE—ZTRF)\A=+—HILFE

8. Income Tax Charge (Continued)

The tax charge for the year can be reconciled to the profit before taxation as

follows:

8. FiiSHixxt (#&)
RFE A HERTARAR 2 HRNT -

B 5 ¥R AR BT RE

2005 2004
HKS'000 HKS'000
FET FET
Profit before taxation RRELRIZF] 224,967 248,659
Tax at weighted average applicable rate of RINFEFI9E AR 19.53%
19.53% (2004: 16.45%) ZZEENMFE [ 1645%)
STEZHIE 43,936 40,905
Tax effect of expenses not deductible BATENFN
for tax purposes B e 9,506 11,820
Tax effect of income not taxable for WA BERBH
tax purposes Bigge (2,339) (3,881)
(Over)underprovision in prior years BEFEER (25 Dot (87) 190
Tax effect of tax losses not recognised HIEE B AR ERER 2B S E 4,338 1,264
Effect of tax exemptions granted to FEIMEA R ESHERR
the PRC subsidiaries 2 (7,233) (3,049)
Income tax on concessionary rate REBEBETE ZFER (20,269) (13,593)
Utilisation of tax losses not ERBEREERZ
previously recognised BIEEE (756) (443)
(Reversal of) deferred tax provided on IR A RIFE T
withholding tax on overseas subsidiaries ZIEERIIE (5E) %4 (1,302) 317
Others HAth 139 (72)
Tax charge for the year =FEHRELR Y 25,933 33,458

The weighted average applicable tax rate for the year ended 31st August, 2005
represents the weighted average tax rate of the operations in different
jurisdictions on the basis of the relative amounts of profit before taxation and

the relevant statutory tax rates.The increase is caused by a change in profitability

of the Group's subsidiaries in the respective jurisdictions.

BE-ZTAFN\A=T—HILFEZMETITE

BERDBERR R REE 2 BRI BT SRR
HEER R 2 IEFIBR - ARASKEEERIRE
iz MB DR 2 BREMRE M BULHELF o
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BE—ZTRF)\A=1+—HILFE

9. Dividends Paid 9. ENRKRE
2005 2004
HK$’000 HK$'000
FEx FET
Final, paid - HK7.5 cents ENRE  —EEMFE
for 2004 (2003: HK10.0 cents) =A% 7.5 84l
per share (ZEZ=FE :10.084) 59,551 79,373
Interim, paid - HK3.0 cents 2R §R 3.0 Bl
(2004: HK3.5 cents) per share (ZZZWERE 3.5 84) 23,820 27,790
83,371 107,163

Afinal dividend of HK7.0 cents (2004:HK7.5 cents) per share has been proposed EESCEBRERPRESR 7081 (=ZZ2ZN
by the directors and is subject to approval by the shareholders in the FE 758  HEASRIREGETZRERE

forthcoming annual general meeting. FERE HHLAE -
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BE—ZTRF)\A=+—HILFE

10. Earnings Per Share 10. BRRER
The calculation of the basic and diluted earnings per share for the year is based EFESREARBBERAIIRE T HIEETE !

on the following data:

2005 2004
HKS'000 HKS'000
FET FET
Profit for the year EEERF
Earnings for the purposes of basic RUGtESRER
and diluted earnings per share REERFR 2 ZF 162,437 180,139
2005 2004
Number of shares RHEE
Weighted average number AUGESRER
of ordinary shares for the purpose Rz g
of basic earnings per share TZERNEE 794,010,960 791,867,145
Effect of dilutive potential ordinary shares AR EEEERS
in respect of share options wEoE — 788,928
Weighted average number AU E S REE
of ordinary shares for the purpose Rz g
of diluted earnings per share ZERDEE 794,010,960 792,656,073

There has been no dilutive effect on the basic earnings per share during the HRRRERESZE—SERFENA=T—HLFER
year ended 31st August, 2005 as there were no outstanding share options RAEGLH BB EHERERBREE
during the year. BEoE -
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BE—ZTRF)\A=1+—HILFE

11. Investment Properties

1. REYE

THE GROUP

rEE

HKS'000

FET

At 1st September, 2004 R-ZZENEAA—H 115,492

Reclassification from leasehold land HESHE 2R

and buildings BFREA 62,592

Surplus arising on revaluation BEEEHR 78
At 31st August, 2005 R-ZEZEHEFENA=+—H

All of the investment properties of the Group are situated in Hong Kong and

are held under medium-term leases for rental income under operating leases.

The investment properties of the Group were revalued at 31st August, 2005 on
an open market value basis by David C Lee Surveyors Ltd., a firm of independent
property valuers.The surplus arising on revaluation has been credited to the

consolidated income statement.

178,162

REB 2 IRRENFEIVREBLRPPEERE
RiZEEHERMESWA -

REBZIREMFEN—"ZZRENA=+—HA—B
I YERETEERNEMERA ARBEAMTHE
EEMEM - E-MBZRBRELERS WERAET
A ©
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12. Property, Plant and Equipment 12. Y13 - WBRRRE
THE GROUP P/
Furniture, Construction
fixtures and Plant and Motor in
Land Buildings equipment machinery vehicles progress Total
B4
RE K5 ety
Tith BT ST HR B ES AE
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000
FHET FHET FHET FET FHET FHET FHET
COST OR VALUATION
BAZAE
At 1st September, 2004
R=ZEZMENA—A 346,833 1,059,640 484,327 2,174,289 29,787 101,936 4,196,812
Currency realignment
BT 34 833 598 2,894 136 26 4,521
Additions
2m 377 3,799 26,685 134,067 2,420 244,484 411,832
Interest capitalised
FEEEE — — — — — 3,783 3,783
Reclassifications:
Eit
- to investment properties
- EREYF (27,246) (65,084) — — — — (92,330)
- others
- Hity - 65,678 57,851 23,966 — (147,495) —
Disposals
HE — — (8,115) (43,446) (622) — (52,183)

At 31st August, 2005
R-ZEZRFENA=1—H 319,998 1,064,866 561,346 2,291,770 31,721 202,734 4,472,435

Comprising:
ki
At cost
B%N 75332 642,627 561,346 2,291,770 31,721 202,734 3,805,530
At 1995 valuation
R—ANEEHE 244,666 422,239 — — — — 666,905

319,998 1,064,866 561,346 2,291,770 31,721 202,734 4,472,435
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12. Property, Plant and Equipment (Continued)

12. M3 - RN RE (&)

—ETREEHR
67)

Furniture, Construction
fixtures and Plant and Motor in
Land Buildings equipment machinery vehicles progress Total
AL
£RE R Fz2rh
tith BF & Hezs HE IES A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEx FEx FET FEx FEx FEx FEx
DEPRECIATION, AMORTISATION
AND IMPAIRMENT
e - BHERAE
At 1st September, 2004
R=ZZMENA—H 126,306 366,156 229,534 1,215,821 18,641 — 1,956,458
Currency realignment
NI E ERE 6 90 428 1,452 65 — 2,041
Provided for the year
=EEEE 4,776 31,906 52,086 122,035 3,145 — 213,948
Reclassification to
investment properties
HEEREMER (7,554) (22,184) — — — — (29,738)
Eliminated on disposals
i E A EE — — (5,902) (32,773) (567) — (39,242)
At 31st August, 2005
N-ZZERFN\A=1-H 123,534 375,968 276,146 1,306,535 21,284 — 2,103,467
NET BOOK VALUES
BREHE
At 31st August, 2005
N-ZZERFN\A=1-H 196,464 688,898 285,200 985,235 10,437 202,734 2,368,968
At 31st August, 2004
N-ZZEMENA=1—H 220,527 693,484 254,793 958,468 11,146 101,936 2,240,354
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12. Property, Plant and Equipment (Continued)

12. ¥25 ~ HBERRE (F)

The net book value of properties shown above comprises: DL EMIEEREFEERE ¢
Land and Construction
buildings in progress
T RIEF SEE R
2005 2004 2005 2004
HKS$'000 HKS'000 HKS'000 HKS'000
FET FET FET FET
Properties situated in Hong Kong NREBUPHEE
under medium-term leases BENYIE 409,658 483,835 — —
Properties situated outside NREBUINIYIZE :
Hong Kong:
Freehold KAKH 590 202 — —
Medium leases and medium-term REIRE R A
land use rights T fE R 475,114 429,974 202,734 101,936
885,362 914,011 202,734 101,936

Certain leasehold land and buildings of the Group are stated at 1995
valuation less subsequent depreciation, amortisation and impairment.The
valuation was carried out by Brooke International, a firm of independent

property valuers, at 31st August, 1995 on an open market value basis.

The aggregate amount of properties stated at cost or valuation has been
apportioned between land and buildings on the basis of an estimate made by

the directors.

If land and buildings of the Group had not been revalued, they would have
been included in the financial statements at historical cost less accumulated
depreciation, amortisation and impairment of approximately HK$350,569,000

(2004: HK$414,736,000).

REBIFOREERHE 2 T REFU—ANFTFME
EHIRMERAITE - BERRERSL - EEHE—
B 2 MERAETREBEBIEERR - ANEEN
A=1T—HRBLRMEEEMET

MRS ES 2 B ETIRBEE 27 a0 5B
THREFHE -

WMAEE 2 T REFMEE M » EUEESEA
MREEITE MR EE%%350,569,000787T (=
TTIVERE : 414,736,00058 70) H IR BT FERERRA ©
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BE—ZTRF)\A=1+—HILFE

12. Property, Plant and Equipment (Continued) 12. Y13 - HBREE (&)
The net book value of property, plant and equipment of the Group includes an AEBE Y - SR BRI FETIZVEEER
amount of approximately HK$100,560,000 (2004: HK$138,609,000) in respect of BEWEELNS 100,560,000 8T (ZEZWNERE :

assets held under finance leases. 138,609,000 BJT) °©
THE COMPANY PN/NE]
Furniture,
fixtures and Motor
equipment vehicles Total
& B
R#iE =2k 1 Ml
HK$'000 HK$000 HK$000
FET FET FET

COST AR
At 1st September, 2004 R-ZZEZENFEAA—H 31,402 2,835 34,237
Additions 3 2,638 — 2,638
Disposals HE (73) — (73)
At 31st August, 2005 R-ZEZHEFENA=+—H 33,967 2,835 36,802
DEPRECIATION e
At 1st September, 2004 R-ZZENEAA—H 26,791 2,032 28,823
Provided for the year =FEEER 1,914 199 2,113
Eliminated on disposals o E R hEs (63) — (63)
At 31st August, 2005 R-ZEZHEFENA=+—H 28,642 2,231 30,873
NET BOOK VALUES BREDFE
At 31st August, 2005 R-ZEZEHEFENA=+—H 5,325 604 5,929

At 31st August, 2004 R-ZEZEMFENAR=+—H 4,611 803 5414
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13. Goodwill 13. B
THE GROUP
rEH
HKS'000
FET

COST B
At 1st September, 2004 R-ZZEZEMNFAA—H 3,742
Elimination of accumulated amortisation EERE B RIRAERLE 3 5K

upon the application of HKFRS 3 (note 2) s REE M (FE2) (1,352)
Arising on acquisition of additional WEEREME A REEIMERMAELE

interests in existing subsidiaries 113
At 31st August, 2005 R=ZEZRFENA=1+—H 2,503
AMORTISATION e
At 1st September, 2004 A—ZEENFEAA—H 1,352
Elimination of accumulated amortisation [ FE A& 8 B S B ERZE AL SR 3 %

upon the application of HKFRS 3 (note 2) MG REH M (FE2) (1,352)
At 31st August, 2005 N-_EERENB=+—H —
IMPAIRMENT HE
Impairment loss recognised in the REESWERAER 2

consolidated income statement and REBARN_ZZHEF

balance at 31st August, 2005 NB=+—HB#&8% 2,503
CARRYING AMOUNT BREE
At 31st August, 2005 A—EZERFENA=1+—H —
At 31st August, 2004 R-ZEZEMNFENR=+—H 2,390

During the year, the directors reviewed the carrying amounts of goodwill arising
from acquisitions and identified that the estimated discounted net cash flows
from these subsidiaries (“recoverable amounts”) are less than the carrying
amounts. Accordingly, the carrying amounts of the goodwill are reduced to their
respective recoverable amounts.As a result,an impairment loss of approximately
HK$2,503,000 has been charged to the consolidated income statement for the

year.

REEFESRNABBEMES CHENREEREE
ZEWBARZGEHTERSREFE (ARES
) BREEEE - Bt BEZRAEEARER
BRI TR £ %8 - FE Itk » 492,503,000 78 5T ZRI{EE
KEEARFEARZEERRERLR -
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14. Interests in Subsidiaries

14, EAEKIEB A R #ER

—STRFFH D

2005 2004

HKS’000 HKS’000

FET FET

Unlisted shares, at cost FEETRG » BARASI 33,856 24,862
Amounts due from subsidiaries MiB A BT RFRIE 3,613,217 3,661,854
3,647,073 3,686,716
Less: Impairment losses recognised R ERRTER (520,919) (308,454)
3,126,154 3,378,262

Amounts due to subsidiaries PN NGB 634,622 1,312,805

During the year, the Group reviewed the carrying amounts of interests in
subsidiaries and identified that the estimated present value of net future cash
flows from certain subsidiaries are less than the carrying amounts. Accordingly,
the carrying amounts of these subsidiaries are reduced to their respective

recoverable amounts.

In the opinion of the directors, the amounts due from and the amounts due to
subsidiaries will not be repayable within one year of the balance sheet date

and, accordingly, such amounts have been classified as non-current.

EEA SR RIGHE A REDS < REE - I
EEDMBEL A2 A RRBESRBNREFEER
IREE - Bt - ZEMBARZRAED REER

WEIEER o

REBEFZER - WEARMIRERKHED BN
ETEREE AR —FREE - Bt - SRR

IRIREEE °
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14. FE(EHIE A RS ()
REZZBZRENA=+T—HBARRAZEEMB AT
BT :

14. Interests in Subsidiaries (Continued)
Particulars of the principal subsidiaries of the Company at 31st August, 2005

are as follows:

Place/ Proportion of nominal
country of Issued and value of issued
incorporation/ fully paid share capital/
registration share capital/ registered capital

Name of subsidiary and operation registered capital held by the Company Principal activities
Eaiiioav ARAR s
SEER BBETR BETRA
EXE BR2RA /BRI
KR AR A /ER BRA HEZLE TEXB
Directly Indirectly
=E:3 i
% %

Dongguan Fuan Textiles Limited The PRC HK$536,980,000 — 51 Knitting, dyeing and
(“Dongguan Fuan”) (note 1) HE (note 2) sales of dyed fabrics
EREGEBONRERAR 536,980,000 78 7T and yarns
(MBR)) (K1) (Frz£2) i FEMEE

enkesd

Dongguan Fuyuen Garment Limited (note 1) The PRC HK$7,500,000 — 95 Production and sales of

RERREIKERAR (1) HE 7,500,000 78 7T garments

BUERIBERK

Dong Guan Hai Xing Apparel The PRC HK$15,000,000 — 100 Production and sales of
Co,, Ltd. HE] 15,000,000 j& 7T garments
SEEREBRLA BERHERK

Dongguan Shatin Lake Side The PRC HK$176,197,870 — 95 Dyeing, printing and
Textiles Printing & Dyeing Co., Ltd. R (note 2) sales of dyed fabrics
("Dongguan Shatin Lake Side") (note 1) 176,197,870 & T 26 - DREANHE
SOHBBHMNR (Miet2) =Xl
BRAR (WHEED (K1)

Enping Hui Hua Textiles Limited The PRC US$5,100,000 — 100 Production and sales of yarns

BYEEHAERAR 2l 5,100,000 £7T SUERSHERLD
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14. Interests in Subsidiaries (Continued)
Place/
country of
incorporation/

registration

Issued and
fully paid

share capital/

14, EAEKIEB A R #ER

Proportion of nominal

value of issued

share capital/

registered capital

(%)

Name of subsidiary and operation registered capital held by the Company Principal activities
Eaiia AR R s
BELR BEITR BEITRA
EXFE HEZBRAK /BRI
MEAR AR /ER /BRRE HEZLEE TEXB
Directly Indirectly
=k i
% %
Folktune Limited Hong Kong HKS2 100 — Investment holding
BEERAA BE 28T REZR
Fountain Set Limited Hong Kong HK$3,000,000 100 — Trading of dyed fabrics
BHEXBRAR A 3,000,000 7T and yarns
BHAREYHES
Fountain Set Textiles (B.C.) Canada €$500,000 80 — Trading of fabrics
Limited JIIEN (Common shares) and threads
500,000 AT WREES
(BER)
Fountain Set Textiles (Ontario) Canada €$300,100 51 — Trading of fabrics and
Limited JIllEVN (Common shares) garments
300,100 7T HRERES
(BER)
Gold Wheat Investment Limited Hong Kong HK$2 100 — Property holding
SRREBRAR B 287 HENE
Goldlink Thread Limited Hong Kong HK$5,000,000 100 — Trading of sewing threads
SEBHERAT B 5,000,000 7T HORES




FOUNTAIN SET (HOLDINGS) LIMITED

2005 Annual Report

NOTES TO THE FINANCIAL STATEMENTS - Bf #& R 3% Fff 5%

For the year ended 31st August, 2005
BE—ZTRF)\A=+—HILFE

14. Interests in Subsidiaries (Continued)

Place/
country of
incorporation/

registration

Issued and
fully paid

share capital/

14, EAEKIB A R #ER

Proportion of nominal

value of issued
share capital/

registered capital

Name of subsidiary and operation registered capital held by the Company Principal activities
Eaiiioav ARAR s
BELK BBETR BETRA
EXE BR2RA /BRI
KR AR A /ER S ERRE HEZLE TEXB
Directly Indirectly
=k i
% %
Highscene Limited Hong Kong HK$3,000,000 — 100 Trading of yarns
ERERAH B 3,000,000 7T BHES
Hiway Textiles Limited Hong Kong HKS2 — 100 Trading of garments
BEHBBRAR B 28T BRES
Jiangyin Fuhui Textiles Limited The PRC US$42,000,000 — 100 Knitting, dyeing and
IRREESSERAT ] 42,000,000 7T sales of dyed fabrics
and yarns
$H - REMEE
enResd
Jiangmen Xin Hui Hui Lian The PRC HK$28,000,000 — 100 Production and sales
Textile Company Limited R 28,000,000 & 7T of yarns
I EERGSERAA SUERBERY
Lake Side Printing Factory Limited Hong Kong HKS2 100 — Trading of fabrics and
BEITERERAR B 2B investment holding
HEESRREER
Ocean Lanka (Private) Limited Democratic RS985,000,000 — 60 Knitting, dyeing and
Socialist Republic 985,000,000 E Lt sales of dyed fabrics
of Sri Lanka St REAEE
HERFRE =l

HETRANE
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14. Interests in Subsidiaries (Continued)

Place/
country of Issued and
incorporation/ fully paid

registration

share capital/

14. BAGHIE L B s
Proportion of nominal
value of issued
share capital/

registered capital

Name of subsidiary and operation registered capital held by the Company Principal activities
ML AR R s
BER BETR BETRA
EXFE BR2RAK ZRRA
MEAR AR /BIR /BRRE HEZEE TEXB
Directly Indirectly
=k i
% %
Ocean Yarn Dyeing Factory Limited Hong Kong HKS2 100 — Investment holding
BEROBERDA Bk 28T REZR
Prosperlink (Macao Commercial Macao MOP100,000 — 100 Trading of yarns,

Offshore) Limited ! 100,000 &% dyestuffs and chemicals
BE (RME=EERE) BRAR B RELEHES
Shaoguan City Huiye Textiles Limited The PRC HK$1,000,000 — 100 Production and sales of yarns
BEDEXGHERAA HE 1,000,000 7T SEERHERY

Notes:

HaE -

1.

Companies are established as cooperative joint ventures in the PRC.

Dongguan Fuan and Dongguan Shatin Lake Side were established by the Group with
certain independent third parties.Since the signing of various agreements in previous
years, the Group has been entitled to all of the net profits arising from the operations
of Dongguan Fuan and Dongguan Shatin Lake Side after the payment of certain
fixed amounts to the above independent third parties each year for a term of 10
years up to 31st December, 2010 for Dongguan Fuan and for a term of 25 years up to
1st December, 2021 for Dongguan Shatin Lake Side, and the Group is also entitled to
and responsible for all of the assets and liabilities of Dongguan Fuan and Dongguan
Shatin Lake Side other than any amounts contributed by the above independent

third parties.

1. RARBENLEERE AR AT -

2. BRERAPEBESDHASERSEBIE=ERL - B
ETERARSEREER  AEETEZERR RV HE
BHIREFRTEVE=SBTEREZFRA - [
TNEEHEE (FHLMBYE=EHRRE) REEE
BEERZAE ER2ERABTEFE_T—ZTF+=
A=t+—AL MAPREEcERAN_—TREEE"F
——H+ZHA—HL-

@



FOUNTAIN SET (HOLDINGS) LIMITED 2005 Annual Report

NOTES TO THE FINANCIAL STATEMENTS - Bf #& R 3% Fff 5%

For the year ended 31st August, 2005
BE—ZTRF)\A=+—HILFE

14. Interests in Subsidiaries (Continued)

The above table includes the subsidiaries of the Company which, in the opinion
of the Company'’s directors, principally affected the results of the Group for the
year or formed a substantial portion of the assets and liabilities of the Group at
the balance sheet date.To give details of other subsidiaries would, in the opinion

of the directors, result in particulars of excessive length.

None of the subsidiaries had any debt securities outstanding at the end of the

year or at any time during the year.

15. Interests in Jointly Controlled Entities

4. BIEMBARERE (&)

L ERAT 2MBLARNERERRESRRHELA
FEXENTEERNGEEHCEEREBERERYE
MRS - AR RESARHIEMMBLRFES
SIHRELE °

RAFELERRERNFEEMER - HEQRLE
EIERS R 5 5ER

15. MG SRR BB RS

THE GROUP
rEH
2005 2004
HK$'000 HKS'000
FET FET
Share of net assets of jointly FEAE B SIS
controlled entities ZEEFE — 409
Amounts due from jointly HEEESIHE
controlled entities Fr R SRR 37,216 39,416
37,216 39,825
Less: Impairment losses recognised BB ATER (23,487) (26,850)
13,729 12,975

In the opinion of the directors, the amounts due from the jointly controlled
entities will not be repayable within one year of the balance sheet date and,

accordingly, such amounts have been classified as non-current.

RBEECER » HEESIEBAETENESH
HEEZ—FREE - Bt BERERIIAIFRETE
B e
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15. Interests in Jointly Controlled Entities (Continued)

Particulars of the jointly controlled entities of the Group at 31st August, 2005

are as follows:

B 7% ¥R AR BT RE

15. BiEHERGIEEER (&)
REZZRFNA=Z+—H  AEBZHEEHEE

BEUT :

Proportion of

nominal value of

Form of Place of issued ordinary
business incorporation share capital indirectly
Name of entity structure and operation held by the Company Principal activity
ZUNG]
oS MR R GRS
K2R EEr = e BRTRAEEZLLE FEEK
Cheong Fook Development Limited Incorporated Hong Kong 50% Inactive
ERERERAT NGIFEE BE EEE
Hoopeston Limited Incorporated Hong Kong 50% Property holding
NSIFEE o BFEME
Simking Development Limited Incorporated Hong Kong 50% Property holding
BERRARAH NGIFEE b 2oL
Upperwin Development Limited Incorporated Hong Kong 50% Inactive
BHERRERAA NGIFEE =BE BB
16. Inventories 16. F&
THE GROUP
REE
2005 2004
HK$'000 HKS'000
FHET FHET
Raw materials Bl 960,527 1,058,478
Work in progress HEm 331,346 448,764
Finished goods SR 251,550 296,785
1,543,423 1,804,027

All the inventories are stated at cost at the balance sheet date.

As at 31st August, 2004, raw materials of approximately HK$544,364,000,

work in progress of approximately HK$353,228,000 and finished goods of

approximately HK$173,797,000 were carried at net realisable value.

REER  IEFEURAESIE -

REZZEMENA=1+—H - SR ESH 2 ER
#1% 544,364,000 70 » H B M A 353,228,00058 7T
RER @A E 173,797,000 BT ©
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17. Trade and Other Receivables

The Group allows an average credit period of 45 days to its trade customers.

The following is an aged analysis of trade receivables at the balance sheet date:

17. EER HAMEURKIEA

FEBIRETH S REBFEEEF o

REER » EXBUGRIEZBREDMAT :

THE GROUP
rEE
2005 2004
HK$'000 HKS'000
FET FET
Not yet due REIHR 649,959 707,045
Overdue 1 - 30 days BHI1-30K 200,028 240,289
Overdue 31 - 60 days iBHI31-60 X 161,114 156,639
Overdue > 60 days BHEREEE 60 X 86,198 52,206
1,097,299 1,156,179
18. Trade and Other Payables and Bills Payable 18. EERHMENRIERENEE
The following is an aged analysis of trade payables at the balance sheet date: NEER  EERNRBEZERROMNOT ¢
THE GROUP
rEH

2005 2004
HKS'000 HKS'000
FET FET
Not yet due REIHA 347,960 294,493
Overdue 1 - 30 days B -30 K% 21,984 24,311
Overdue 31 - 60 days iBHI31-60 X 10,083 3,787
Overdue > 60 days BEAHEIE 60 X 6,311 8,073
386,338 330,664

All bills payable of the Group are not yet due at the balance sheet dates.

REER  MEAKEZEAREIAREH -
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19. Bank Borrowings 19. RITEE
THE GROUP THE COMPANY
rEH ARAF]
2005 2004 2005 2004
HK$'000 HK$'000 HKS'000 HK$'000
FET FET FET FET
Bank loans RITER 2,071,800 1,941,532 1,781,000 1,319,000
Import bills loans EOER 130,698 294,961 — —
Bank overdrafts RITEX 3,147 1,710 — —
2,205,645 2,238,203 1,781,000 1,319,000
Repayable as follows: AR THIHEEE :
Within one year or on demand —FRARIZENEE 295,645 545,413 19,500 77,000
More than one year, but not —F L HETEB
exceeding two years k3 533,160 401,790 440,860 288,500
More than two years, but not WELL EBRER
exceeding five years R 1,049,340 1,291,000 993,140 953,500
More than five years RAEUE 327,500 — 327,500 —
2,205,645 2,238,203 1,781,000 1,319,000
Less: Amount due within W —FREER
one year or on demand JEEESEE
shown under current BARBAE
liabilities IHH (295,645) (545,413) (19,500) (77,000)
Amount due after one year —FREHLHE 1,910,000 1,692,790 1,761,500 1,242,000

Bank borrowings for the Group and the Company are unsecured at the balance REER » AEERAQ T ZRITEEL KT o

sheet dates.
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20. Obligations under Finance Leases

20. B BEE RN R

THE GROUP
rEH
Present value
Minimum of minimum
lease payments lease payments
HEHEERH
HEHEERH ZEEEE
2005 2004 2005 2004
HKS$'000 HKS'000 HKS$'000 HKS'000
FET FET FET FET
Repayable as follows: AR T HHAREE
Within one year —FR 17,400 25,527 16,728 24,425
More than one year, but not —FEE
exceeding two years THRBME 5,110 19,203 4,995 18,747
More than two years, but not RMEL LB
exceeding five years THBARF 440 7,591 435 7,499
22,950 52,321
Less: Future finance charges W R Z BB A (792) (1,650)
Present value of lease obligations HERE2REEE 22,158 50,671 22,158 50,671
Less: Amount due within W —FREIEEE
one year shown BARBAE
under current liabilities 1EHHE (16,728) (24,425)
Amount due after one year —FRIPE 5,430 26,246

The Group’s obligations under finance leases are secured by the lessor’s charge

over the leased assets.

It is the Group's policy to lease certain of its fixtures and equipment under
finance leases.The average lease term is 5 years. For the year ended 31st August,
2005, the average effective borrowing rate was 2.75%.Borrowing rates are fixed

at the contract date. No arrangements have been entered into for contingent

rental payments.

REE 2 PHHERMRATIAEEA ZAEEERF
IR

REE BRI HAESNEEEETRERR
5 - PHEFPREF - RBE-ZRRFNA=
T—HILFE  FPEBEREERNERD275% ° BEF
RYESNAEE - WEIRESTE 22 -
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21. Deferred Taxation

The following are the major deferred tax liabilities (assets) recognised by the

Group and the Company and movements thereon during the current and prior

reporting periods:

B 7% ¥R AR BT RE

21, IRFEBLTE

FEBRAD AR HRE BERBERSHBER 2

TEEERREE (BE) RESBNOT :

THE GROUP REE
Accelerated Revaluation
tax of Tax
depreciation properties losses Others Total
RABIENE MEE BIEEE Hith B
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000
FET FET T FET FET
(note)
(Hst)
At 1st September, 2003 RZZEZE=FRA—A 9,251 33,076 (585) 1,772 43,514
Charge (credit) to the consolidated WrelERR
income statement kR (5tA) 1,205 737 (1,074) (4,184) (3316)
Credit to equity RREZRETA — (189) — — (189)
At 1st September, 2004 RZZZEMFAA—H 10,456 33,624 (1,659) (2,412) 40,009
Charge (credit) to the consolidated Gl ERR
income statement kR (5t A) 1,154 — 8 (5,067) (3,905)
Credit to equity MREZRETA — (1,469) — — (1,469)
At 31st August, 2005 R-ZEZRENA=1—H 11,610 32,155 (1,651) (7,479) 34,635
Note: BfaE -

Included in others represent mainly temporary differences arising from unrealised profit

on inventories, unrealised profit on transfer of plant and equipment between subsidiaries

and withholding tax charged on certain overseas subsidiaries.

BREEEMDERREFE RSN - MEA R 2B
KRB RERFE K WEGE TRINNE AR 2N

i o

D
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21. Deferred Taxation (Continued)

At 31st August, 2005, the Group has unused tax losses of approximately
HK$42,276,000 (2004: HK$16,853,000) available for offset against future profits.
A deferred tax asset has been recognised in respect of HK$9,434,000 (2004:
HK$9,481,000) of such losses. No deferred tax asset has been recognised in
respect of the remaining tax losses due to the unpredictability of future profit

streams. Tax losses may be carried forward indefinitely.

For the purposes of balance sheet presentation, certain deferred tax assets and
liabilities have been offset in accordance with the conditions set out in SSAP
12 (Revised).The following is an analysis of the deferred tax balances for financial

reporting purposes:

1. IEFERLIE (48)

REZBZHEFNA=+—0  AEEF AERER
Mz R E A B IBEENR42,276,0008 T (=
P 1 16,853,000087T)  BIIEEBEEEZ
ERRELEHRIBEES 94340008 (ZZZMNEF
£ 19,481,000 8 7T) ° HERzHiIEEEE KRR
HER 2 BAFIR M AR EEARELHIEEE - BiEE
B REER BT o

N

REERBERZEIINE  BETEERREERERE
ERBEAEHERE 124F (KIBFT) ZRHRMEL
HiE o LT REBI|RE 2| 5 ZELEBIRAERD
#r

2005 2004

HK$'000 HK$'000

FET FET

Deferred tax liabilities EERIEEE 48,352 58,467
Deferred tax assets EEHRIEEE (13,717) (18,458)
34,635 40,009

THE COMPANY ¥ NN
Accelerated tax Tax

depreciation losses Total

RABIEITE HIEEE aE

HKS'000 HKS$'000 HKS'000

FET FET FET
At 1st September, 2003 R-ZZEZE=FNAA—H (362) (16) (378)
Charge to the income statement Rk BRI HIBR 177 16 193
At 1st September, 2004 R-ZZENEAA—H (185) — (185)
Charge to the income statement R U BR A IR 187 — 187
At 31st August, 2005 R-ZEZERENA=+—H 2 — 2
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22. Share Capital 22. [&AR
Number of ordinary
shares of HK$0.20 each
SREE0.20 BT Amount
ZEBRDEE £
2005 2004 2005 2004
HK$'000 HKS'000
T FE
Authorised: EERA
At beginning and end of the year REFEMBRRAZLERE 1400000000  1,400,000,000 280,000 280,000
Issued and fully paid: ERITRARRA
At beginning of the year REFERRE 794,010,960 785,258,960 158,802 157,052
Exercise of share options (note) THEARE (HE) — 8,752,000 — 1,750
At end of the year RERFERER 794,010,960 794,010,960 158,802 158,802
Note: BtEE -

During the year ended 31st August, 2004, 8,752,000 shares in the Company of HK$0.20
each were issued upon the exercise of 8,752,000 share options at a subscription price of

HK$3.825 per share. All the shares issued for the year rank pari passu with the then existing

shares in all aspects.

BERNEEHEIZ RS

REBE_ZZNFNA=1+—HLFERE 8,752,000 &R
PRAERATIE M 34178,752,00008 AR EME02/E T Z A A FIIRAD ©
BB EASI38258TT  ZEECRITZFrARMEER

@
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23. Share Options

A share option scheme (the“Option Scheme”), which will expire on 24th January,
2012, was adopted by the Company at the Extraordinary General Meeting held
on 25th January, 2002.The primary purpose of the Option Scheme is to provide
the Company with a flexible means of giving incentives to, rewarding,
remunerating, compensating and/or providing benefits to the employees and
for such other purposes as the board of directors of the Company may approve
from time to time. Under the Option Scheme, the board of directors of the
Company may offer to full time employees, including full time executive
directors, of the Company and/or its subsidiaries who have completed the
probation period options to subscribe for shares in the Company in accordance
with the terms of the Option Scheme for the consideration of HK$ 1 for each lot
of share options granted.The total number of shares in respect of which options
may be granted under the Option Scheme is not permitted to exceed 10% of
the shares of the Company in issue at the date of approval of the Option Scheme.
The Company may seek approval from shareholders of the Company in general
meeting to refresh the 10% limit. In addition, the maximum number of shares
which may be issued upon exercise of all outstanding options granted and yet
to be exercised under the Option Scheme and any other share option schemes
of the Company shall not exceed 30% (or such higher percentage as may be
allowed under the Listing Rules) of the total number of shares in issue from
time to time.The number of shares in respect of which options may be granted
to any employee in any 12-month period is not permitted to exceed 1% of the
total number of shares of the Company in issue, subject to approval from
shareholders of the Company. Options granted must be taken within 28 days
of the date of grant or such longer or shorter period as the board of directors of
the Company may think fit. The minimum period for which an option must be

held before it can be exercised is one year or such other period as the board of

23. RRFE

—IERRN=F——F— B =+ B R RETE
([FRRAEFE D) ER=FE-_F—B=-+HBET
SRR A E LRERM - RREEIZEZENA
AT A EEELATEE - 5218 - MEN - WER %
RAEEANRBADDESSREHLEZEMENMS
RUE—EZFLN o RIEZRETE ROARESS
AERRE B ZIFRRE T AR AR, REKME LT
EREBHAHNEEES (BE2BHTES) AR
EURBADRRNG  SXESRBREZRERE
TC o RIERE IR FERT IR 2 SR IR T 34T 2 R 1D 42
B BRETSEBRRETSEMEER 22 B1TR
BEHZ 10% o AARAERRAE ESRKRHRHL
A EHEE 10% Z EIR o HARIERRETEIRAA
AR MR IR ERT B2 R B RIT R 2 R
TEMBITZRNEE ST EEBARQATKE
BITIRIDBEL230% (FRE L TRAURTF B L
PR) - REERRAMAES  EE—(EERER+=
BEAHER » ERITEERIREZROEE &
ZREBBARAREHITRODEE 21% - BEME
ERREREAZ 28 BRARAREEESETMEM
HAR R TR TR RE - EEXERIRERE
BFt—FRAARNEETE ST WEMERE ([55
) HERARER  ZAMELRE - RBHALRLD
RAESEREBHMNBEETE - SHhEEHEREZH
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23. Share Options (Continued) 23. RBE (&)

directors of the Company may think fit commencing from the date of grant IESTERTERE L B R T EFTER - RBEHEQ
(“Hold-up period”). An option period, at the absolute discretion of the board of AESEEE BEXAAUT=EPREESE
directors of the Company, shall commence on the expiry of the Hold-up period

and expire no later than the 10th anniversary of the date of grant.The exercise

price is determined by the board of directors of the Company and will be at

least the highest of the followings:
a) the closing price of shares at the date of grant of a share option; a) BOARRERLBNRHE ;

b) the average closing price of the shares for the five business days b) BRORRBRERE B 2R AEEER 2FIFRH

immediately preceding the date of grant; and B &
¢) the nominal value of a share. 0 BRMPZESRMEE-
The following tables disclose details of the Company’s share options held by REBE_ZZNFNA=T—HLFER  EKk{E
directors and employees and movements in such during the year ended 31st EFEARNARREZF ERESEM T RAEE

August, 2004:

Number of share options

RREE B
Share Outstanding Exercised Cancelled Outstanding
option at during during at
type 1.9.2003 the year the year 31.8.2004
REBE=HF REZTEMEF
RIRRE hA—H =FE =FE NA=+-—H
5l iEER 171 FEEH iEER
Directors 2= 2002 560,000 (560,000) = e
Employees (=] 2002 8,272,000 (8,192,000) (80,000) —
Total Lk 8,832,000 (8,752,000) (80,000) —

No share option has been granted or exercised during the year.No share option REEANLEZREFERRERITE - RZZZHEN
is outstanding as at 31st August, 2005. B=1+—ARERRELER o
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23. Share Options (Continued)

Details of share options are as follows:

B 5 ¥R AR BT RE

23. RIEE (&)
RREZFBEOT ¢

Share option type Date of grant Hold-up period Option period Exercise price
IR FELE R R B FEH REBHARR REBE
HKS

V=%

2002 25.10.2002 25.10.2002 - 24.10.2003 25.10.2003 - 24.4.2004 3.825

Upon the exercise of the 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 lapse or are cancelled prior to their exercise date are deleted from the

register of outstanding options.

During the year ended 31st August, 2004, the weighted average closing prices
of the Company’s shares immediately before the dates on which the share

options were exercised was HK$5.74.

The share prices on the dates of issue of shares to directors and employees on
10th November,2003,21st November,2003,22nd December,2003, 10th January,
2004, 16th February, 2004, 15th March, 2004 and 23rd April, 2004 were HK$5.80,
HK$5.20, HK$5.35, HK$5.75, HK$5.80, HK$6.00 and HKS$6.00 respectively.

ERREPATEISFTERT 2R - NARRAZRD
ZHEEERAENGR - RESRZBERLROE
B2 SRBAE R REMRE AR o SRRERTERA
RSP HE TR REERZ T MARMIER

REZ-ZZNENA=T—HILFER  KXQAFK
D BRI W TER B T MEFIHWHES
5.74387T ©

R=ZBE=F+—A+H  ZBZ=F+—-F=+—
B—ZZE=F+-F=+=H - —ZZWF—AF+
B—ZEMNE_A+A<A  —TENF=A+FHA
R-ZZNMFNA-—+=HRTROTEEREEN
ERARMDEEDFIR 580 85T « 520/8T ~ 5358
JT~ 5.7587T ~ 5.808JT * 6.00 8Tk 6.00 BT °
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24. Reserves 24, #1E
THE COMPANY
ARAF]
Capital
Share redemption Retained
premium reserve profits Total
[an) ER ps:2c3
B L EE ZF #E
HKS'000 HKS'000 HKS'000 HK$'000
FET FET FET FET
At 1st September, 2003 RZZBZE=FAF—H 165,398 210 100,812 266,420
Exercise of share options TERIRRE 31,726 = = 31,726
Profit for the year =EERF| — — 408,882 408,882
Dividends paid (note 9) ERE (BfaF9) — — (107,163) (107,163)
At 1st September, 2004 R-ZZEZENFAA—H 197,124 210 402,531 599,865
Profit for the year =FEEREF — — 43,972 43,972
Dividends paid (note 9) EIRE (BaE9) — — (83,371) (83,371)
At 31st August, 2005 R-ZEZEHEFENA=+—H 197,124 210 363,132 560,466

The Company’s reserves available for distribution to shareholders as dividends

at 31st August, 2005 represented the retained profits of approximately

HK$363,132,000 (2004: HK$402,531,000).

FEIYFERE : 402,531,00087T) °

REZBZRFENA=1T—H  AI5EEREREZA
NEfEE (JIERERER) #5363,132,000/87T (=
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25. Capital Commitments

25. EAREIE

THE GROUP
rEH
2005 2004
HK$'000 HKS'000
FET FET
Capital expenditure in respect of the TEREBEYE
acquisition of property, plant and HEsREEZ
equipment contracted for but not BENBETERE
provided in the financial statements REHIZEARFEL 157,705 188,903
Capital expenditure in respect of the MEEBEYE -
acquisition of property, plant and HES KRB
equipment authorised but not EHUEERELD
contracted for ZERRX 60,552 16,657

The Company had no significant capital commitments at the balance sheet

dates.

26. Derivative Financial Instruments

At the balance sheet date, the Group carried outstanding forward contracts
which entailed commitments for purchase of United States Dollars of
approximately HK$278,082,000 (2004: HK$213,360,000). The commitments
will be settled monthly with an amount ranging from approximately HK$23
million to HK$31 million. All acquired United States Dollars are used to settle
related currency liabilities or will be disposed shortly. Hence, the commitments are

not expected to have a material impact on the overall cash flow of the Group.

The Group has entered into interest rate swap contracts for certain bank
borrowings. At the balance sheet date, the outstanding balances of those
bank borrowings amounted to approximately HK$275,000,000 (2004:
HK$300,000,000).

REER  ARRWEERNEAEIE o

26. TR T A

REER  AEERFEAREBEEZTZHEENE
4% 278,082,00038 7T (ZZZEIERE © 213,360,000
BIT) o WEAEKBAUN=-T=a8EBLE=T
—BEBTZSRAEE c FIEBAZETEAEMNE
B cSESMEGE o Bt - FERLIERET
BHEEERREREFEATE

REERBHRITEECT LRREHEIFEL - B
#ER - ZERTEEZEHESEELNS 275,000,000
Bt (ZEZMNEE : 300,000,000 85T) °©
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27. Operating Leases

The Group as lessee:

27. €8BS
FEEEREBEA

THE GROUP
rEH
2005 2004
HKS’000 HKS'000
FET FET
Minimum lease payments paid under EFEREEMREM M
operating leases during the year: WEREEESE
Land and buildings T RIEF 29,375 23,717
Plant and machinery RS 1Es 36,222 39,777
65,597 63,494

At the balance sheet date, the Group had future minimum lease payments under

non-cancellable operating leases which fall due as follows:

HEXHA TSR A :

REER » AEEFATEE 2 EERENARKIE

THE GROUP
REE
2005 2004

Land and Plantand Land and Plant and
buildings machinery buildings machinery

TR T
BT B E RS BT B E RS
HK$'000 HKS'000 HKS'000 HKS'000
FET FET FET FET
Within one year —ER 18,815 28,147 25,344 37,350

In the second to fifth year —FERFR (BE

inclusive MEEEER) 87,817 76,075 100,813 127,129
Over five years "ELE 85,626 41,464 120,699 97,106
192,258 145,686 246,856 261,585

Leases are negotiated for terms ranging from one to twenty five years.

REBMZHEFHINTF-—E=+HFZH -
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27. Operating Leases (Continued) 27. €EHE (&)
The Group as lessor: REBERBEEA :

Gross rental income earned from investment properties of the Group during REEREERBREVEMRES Z2ASWALREBED

the year was approximately HK$9,656,000 (2004: HK$6,416,000) less outgoings #9,656,000/87C © (ZEZWFE : 6,416,000787T)
of approximately HK$567,000 (2004: HK$455,000). MRS HAE 567,000 (ZEZTNEE

455,000 787T) °

At the balance sheet date, the Group had contracted with tenants for the REER » AEBREBEF L&MW ARRREAE

following future minimum lease receipts: WA :
THE GROUP
rEE
2005 2004
HKS'000 HKS'000
FET FET
Within one year —FR 11,456 5,881
In the second to fifth year inclusive —FERFR (BEWMEEREER) 20,461 5,889
Over five years RELE 2,534 —
34,451 11,770
The Company had no significant operating lease commitments or arrangements REEH » AATNEEANWEBEHERENZH
at the balance sheet dates.
28. Contingent Liabilities 28. RABE
THE GROUP
rEE
2005 2004
HKS'000 HKS'000
FET FET
Discounted bills with recourse MERE 2 AR EE — 49,401
Trade receivables factored with recourse 3B 220 2 R IE R E 37,992 14,055

37,992 63,456
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28. Contingent Liabilities (Continued)

THE COMPANY

(@) The Company has given limited guarantees to various banks to secure general
banking and loan facilities granted to certain subsidiaries. At the balance
sheet date, the aggregate amounts utilised by these subsidiaries amounted

to approximately HK$803,056,000 (2004: HK$1,288,246,000).

(b) The Company has given limited guarantees to various banks and finance
companies to secure finance lease obligations of certain subsidiaries. At the
balance sheet date, the aggregate obligations of the subsidiaries under these

leases amounted to approximately HK$22,158,000 (2004: HK$50,671,000).

(c) At 31st August, 2004, the Company had given a limited guarantee to the
lessor of a subsidiary for rental payment in respect of plant and machinery
under a non-cancellable operating lease which expired in February 2005.

The Company has no such guarantee at 31st August, 2005.

29. Retirement Benefits Schemes

The Group operates a defined contribution scheme registered under the
Occupational Retirement Schemes Ordinance (the “ORSO Scheme”) and a
Mandatory Provident Fund Scheme (the “MPF Scheme”) established under the
Mandatory Provident Fund Scheme Ordinance for all the eligible employees of
the Group in Hong Kong.The assets of both schemes are held separately from
those of the Group in funds under the control of trustees.The retirement benefits
cost charged to the consolidated income statement represents the
contributions payable to the funds by the Group at rates specified in the rules

of the schemes.

Employees of the Group in other jurisdictions currently participate in state-
sponsored pension scheme or defined contribution schemes operated by the
Government of such jurisdictions.The Group are required to contribute a certain
percentage of their payroll to the schemes to fund the benefits. The only
obligation of the Group with respect to the schemes is to make the required

contributions.

B 7% ¥R AR BT RE

28. WARAE (F)

P NN

@ AAREMBERITHTERGZIER  (ERZ
ZRTHTHBOMBAR —RERRERZE
R NEER  ZEWEBRREERZRENS
803,056,000/& T (ZEZEE : 1,288,246,000
BIT) °

ADRE M ZERIT R D REA T HRS 2
& ERZERITRIB D RETHBOMBEAR
HHERE KR - REEH  ZEMEAR
Z S E R RN % 22,158,000 B T
—ZEMNFE 50,671,000 FTT) °©
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29. Retirement Benefits Schemes (Continued)
At the balance sheet date, there was no significant forfeited contribution, which
arose upon employees leaving the retirement benefits schemes, available to

reduce the contribution payable in the future years.

The retirement benefits scheme contributions, net of forfeited contributions
of approximately HK$1,405,000 (2004: HK$953,000), amounting to
approximately HK$19,048,000 (2004: HK$16,737,000) has been charged to

the consolidated income statement.

30. Related Party Transactions

During the year, the Group paid rentals amounting to approximately
HK$840,000 (2004: HK$844,000) to a company controlled by Trustcorp Limited.
Trustcorp Limited is the trustee of the Ha Trust, a discretionary trust set up
by Mr.Ha Chung Fong for the benefit of his family. Mr. Ha Chung Fong is the
Chairman and Managing Director of the Company.The rentals were charged in
accordance with the terms of the tenancy agreements entered into between

the Group and that company.

During the year, the Group sold fabrics amounting to approximately HK$726,000
to a company controlled by the spouse of Mr.Ha Kam On, Victor, an Executive
Director of the Company since 1st September, 2004.The fabrics were sold in
accordance with the terms of each individual contract entered into between

the Group and that company on an order by order basis.

31. Post Balance Sheet Event

As announced on 8th December, 2005, Gold Wheat Investment Limited,a wholly
owned subsidiary of the Company and, as a vendor, entered into a Sale and
Purchase Agreement (“S&P”) with an independent third party for the disposal
of pieces of leasehold land and buildings and investment properties for a cash
consideration of HK$459,650,000. The completion of the S&P is expected to

take place on or before 3rd February, 2006.

29. RKBAETE (&)
REER » RESRHRAERG IR B2 #5R3E
RER - WFIRI A AEHRAR R FE Z B

EEFREWRRRINRZBABAFTEHRSETE
#% 19,048,000 T (ZEZWFE : 16,737,000 &
7T) - BREHIRR B2 A 1,405,000 BT (=
ZEZMFE © 953,000 BT) °

30. HEALTRE

REEREEZ L4 840,000 BT (ZZTTIEF
[E : 844,000/ T) F— I Trustcorp Limited Pzl
2Z/A ] ° Trustcorp Limited A the HaTrust 2 FEA
ifithe Ha TrustZy — I8 B A5 554 23 B SR HRFI 2 1M A%
2 BIEEE c EMFREDNAAREERESEL
12 o S KB EREEZ A BR] M 2 AR X
o

REEREE N —BRERREE ZEBATESRQ
RAIHERN7260008 T2 HIE - ERZAEB-FF
MENA—BEBRATIITES o fIEZHETIK
A MERZ A Rl (E B FT BB B FTR] 2 & AR

3. HFEBEEHE

R-ZTHF+-ANBAAMM RAARZEHRED
AERRERRARABFE—BUE=ETL—H
E&m= (B&EHZ]) 54596500008 T2HE
RELERESSEZ T RIEFTNIREYE - BE
EBHR =TT RFE-A=AHUAT °



