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GENERAL

The Company is a public company incorporated in
Bermuda as an exempted company with limited liability
and its shares are listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The
addresses of the registered office and principal place
of business of the Company are disclosed in the
section headed “Corporate information” of the
Company's Annual Report.

The financial statements are presented in Hong Kong
dollars, which is the same as the functional currency
of the Company.

The principal activities of the Group are the design,
manufacture and sale of toys.

CHANGE IN ACCOUNTING POLICIES

Change in accounting policy-property, plant and
equipment

In previous years, the Group’s land and buildings
included in property, plant and equipment, other than
the factory under construction, were carried in the
balance sheet at their revalued amount, being the fair
value at the date of revaluation less subsequent
accumulated depreciation and impairment loss, if any.
Commencing from the current year, such land and
buildings are carried at cost less accumulated
depreciation and impairment loss, if any (the “cost
model”). Under the cost model, annual depreciation
charges would not be affected by changes in the fair
value of land and buildings. Further, on adoption of
Hong Kong Accounting Standard (“HKAS") 17 “Leases’,
the Group's leasehold land is required to be classified
as “prepaid lease payments for land” and is carried at
cost and amortised over the lease term on a straight-
line basis. Revaluation of the Group’s buildings
excluding the land component is no longer practicable.
Accordingly, management is of the view that
accounting for the Group’s buildings, which are
included in property, plant and equipment, using the
cost model would result in the consolidated financial
statements providing more relevant information about
the Group's financial position and performance. This
change in accounting policy has been accounted for
retrospectively and the comparative figures for the
corresponding comparative prior period have been
restated (see note 3 for the financial impact).

—REH
ARABRBREIMULAERRER
RE HROEBEMEXZMBERA
Al ([BEprl) BT - B EE I R

REEMBCOKHIRARFROA
AIERA -

APBHRRERABEZS] - BERK
NRANNERZINEE -

RBEFE  SFAME  BEREREZ
AEE 2 REF (ERMERIN To
REEHSBEAIRERERZAYE
MER 2 REHTE RRERE (1) 5
RIZIANEEREBR - BAFERSA

T RET (ERBERIN) TR AR
R FERREREE (WE) JIK ([5K
AER]) - REXAERN - FEBER
XTeRLtMwPEBFAFEZEHY
2 i RMBFESHER(RES
AERIDENSRIEEI R AKEZ
HETwA P BAIFANLIHES] I
PANEAORIRF B ATIRR - Mk
WED REFIEER[RC THAT -
g BEERS - FMAAEARFA
WE - BEREREZAEEETFTHESSR

BREHSHBERREREZEEAKE
ZEAMBRRRKIR 2 BEER - 1t
SIRRZEHEEWFA > MEER
MU BBFEEY - (RWEIZHF

re)



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
=Wl Ak

37

For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE

CHANGE IN ACCOUNTING POLICIES
(Continued)

Adoption of Hong Kong Financial Reporting
Standards

In the current year, the Group has applied, for the first
time, a number of new Hong Kong Financial Reporting
Standards (“HKFRSs"”), HKASs and Interpretations
(hereinafter collectively referred to as “new HKFRSs")
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") that are effective for
accounting periods beginning on or after 1st January,
2005. The application of the new HKFRSs has resulted
in a change in the presentation of the consolidated
income statement, consolidated balance sheet and
consolidated statement of changes in equity. The
changes in presentation have been applied
retrospectively. The adoption of the new HKFRSs has
resulted in the following changes to the Group’s
accounting policies:

Owner-occupied leasehold interest in land

In previous years, owner-occupied leasehold land and
buildings were included in property, plant and
equipment (“PP&E”) and measured using the
revaluation model. In the current year, the Group has
applied HKAS 17 “Leases’, under which the land and
buildings elements of a lease of land and buildings
are considered separately for the purposes of lease
classification, unless the lease payments cannot be
allocated reliably between the land and buildings
elements, in which case, the entire lease is generally
treated as a finance lease. To the extent that the
allocation of the lease payments between the land
and buildings elements can be made reliably, the
leasehold interests in land are reclassified to prepaid
lease payments for land under operating leases, which
are carried at cost and amortised over the lease term
on a straight-line basis. This change in accounting policy
has been applied retrospectively (see note 3 for
financial impact).
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CHANGE IN ACCOUNTING POLICIES
(Continued)

Adoption of Hong Kong Financial Reporting
Standards (Continued)

Investment properties

In the current year, the Group has, for the first time,
applied HKAS 40 “Investment Property” The Group
has elected to use the fair value model to account for
its investment properties which requires gains or
losses arising from changes in the fair value of
investment properties to be recognised directly in the
profit or loss for the year in which they arise. In
previous years, investment properties under the
predecessor accounting standard were measured at
open market values, with revaluation surplus or deficits
credited or charged to asset revaluation reserve unless
the balance on this reserve was insufficient to cover a
revaluation decrease, in which case the excess of the
revaluation decrease over the balance on the asset
revaluation reserve was charged to the consolidated
income statement. Where a decrease had previously
been charged to the consolidated income statement
and a revaluation increase subsequently arose, that
increase was credited to the consolidated income
statement to the extent of the decrease previously
charged. The Group has applied the relevant transitional
provisions in HKAS 40 and elected to apply HKAS 40
from 1st January, 2005 onwards (see note 3 for the

financial impact).
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For the year ended 31st December, 2005

2. CHANGE IN ACCOUNTING POLICIES
(Continued)

Adoption of Hong Kong Financial Reporting
Standards (Continued)

Deferred taxes related to investment properties

In previous years, deferred tax consequences in
respect of revalued investment properties were
assessed on the basis of the tax consequence that
would follow from recovery of the carrying amounts
of the properties through sale in accordance with the
predecessor interpretation. In the current year, the
Group has applied HK(SIC) Interpretation 21 “Income
Taxes — Recovery of Revalued Non-Depreciable
Assets” which removes the presumption that the
carrying amounts of investment properties are to be
recovered through sale. Therefore, the deferred tax
consequences of the investment properties are now
assessed on the basis that reflect the tax
consequences that would follow from the manner in
which the Group expects to recover the property at
each balance sheet date. In the absence of any specific
transitional provisions in HK(SIC) Interpretation 21, this
change in accounting policy has been applied
retrospectively. The comparative figures for the
corresponding comparative prior period have been

restated (see note 3 for the financial impact).

Financial Instruments

In the current year, the Group has applied HKAS 32
“Financial Instruments: Disclosure and Presentation”
and HKAS 39 “Financial Instruments: Recognition and
Measurement” HKAS 32 requires retrospective
application. The application of HKAS 32 has no material
effect on the presentation of financial instruments in
the financial statements of the Group. HKAS 39, which
is effective for annual periods beginning on or after
1st January, 2005, generally does not permit to
recognise, derecognise or measure financial assets
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CHANGE IN ACCOUNTING POLICIES
(Continued)

Adoption of Hong Kong Financial Reporting
Standards (Continued)

Financial Instruments (Continued)

and liabilities on a retrospective basis. The principal
effects resulting from the implementation of HKAS 39

are summarised below:

Classification and measurement of financial assets and

financial liabilities

The Group has applied the relevant transitional
provisions in HKAS 39 with respect to the classification
and measurement of financial assets and financial
liabilities that are within the scope of HKAS 39.

Prior to 1st January, 2005, the Group classified and
measured its debt and equity securities in accordance
with the benchmark treatment of Statement of
Standard Accounting Practice (“SSAP") 24 “Accounting
for Investments in Securities” In accordance with SSAP
24, the Group's investments in debt and equity
securities were classified as "held-to-maturity
securities” or “other securities” as appropriate. “Held-
to-maturity securities” were carried at amortised cost
less any impairment losses, while “other securities”
were measured at fair value, with unrealised gains or
losses included in profit or loss. From 1st January,
2005 onwards, the Group classifies and measures its
debt and equity securities in accordance with HKAS
39. In accordance with HKAS 39,
securities” and other securities have been respectively

“held-to-maturity

classified as "held-to-maturity investments” and “held
for trading investments” under the category of
“investments at fair value through profit or loss” “Held-
to-maturity investments” are measured at amortised
cost using the effective interest method after initial
recognition. “Investments at fair value through profit
or loss” are carried at fair value, with changes in fair
value recognised in profit or loss (see note 3 for the

financial impact).
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2. CHANGE IN ACCOUNTING POLICIES
(Continued)

Adoption of Hong Kong Financial Reporting
Standards (Continued)

Financial Instruments (Continued)

Financial assets and liabilities other than debt and

equity securities

From 1st January, 2005 onwards, the Group classifies
and measures its financial assets and liabilities other
than debt and equity securities (which were previously
outside the scope of SSAP 24) in accordance with the
requirements of HKAS 39. Under HKAS 39, financial
assets are classified as “financial assets at fair value
through profit or loss’, “available-for-sale financial
assets’, “loans and receivables” or “held-to-maturity
financial assets” Financial liabilities are generally
classified as “financial liabilities at fair value through
profit or loss” or “other financial liabilities” Other
financial liabilities are carried at amortised cost using
the effective interest method after initial recognition.

Business Combinations

In the current year, the Group has applied HKFRS 3
“Business Combinations” which is effective for
business combinations for which the agreement date
is on or after 1st January, 2005 and in relation to
goodwill existed on 1st January, 2005.

Previously, goodwill, which arose on acquisitions prior
to 1st January, 2001, was held in reserves. The Group
has applied the relevant transitional provisions in
HKFRS 3, whereby goodwill previously recognised in
reserves has been transferred to the Group’s retained
profits on 1st January, 2005. Goodwill arising on
acquisitions on or after 1st January, 2005 is measured
at cost less accumulated impairment loss (if any) after
initial recognition. Goodwill is not amortised but is
tested for impairment at least annually (see note 3 for
the financial impact).
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For the year ended 31st December, 2005
CHANGE IN ACCOUNTING POLICIES
(Continued)
Adoption of Hong Kong Financial Reporting

Standards (Continued)
Share-based Payments

In the current year, the Group has applied HKFRS 2
“Share-based Payment” The principal impact of HKFRS
2 on the Group is in relation to the expensing of the
fair value of the share options granted by the Company
to directors and employees, determined at the date of
grant of the share options over the vesting period.
Prior to the application of HKFRS 2, the Group did not
recognise the financial effects of these share options
until they were exercised. In relation to share options
granted before 1st January, 2005, the Group has not
applied HKFRS 2 to share options granted on or before
7th November, 2002 and share options that were
granted after 7th November, 2002 and had vested
before 1st January, 2005 in accordance with the
relevant transitional provisions. No share option was

granted in the current year.
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3. SUMMARY OFTHE EFFECTS OF THE 3. BEfBEXSH o FEMNE
CHANGES IN ACCOUNTING POLICIES
The effects of the changes in the accounting policies A EMEF2R R 2R ES - HA
described in note 2 above on the profit for the current FERNAIEEZRFMFEMT ¢

and the prior years are as follows:

2005 2004
—EERF —ZTNF
HK$’000 HK$'000
FET FAET
Decrease (increase) in M BELIEBINERX
depreciation charge on B (38 0)
property, plant and equipment 2,872 (258)
Increase in amortisation of TE (- = H#o 18 & 2 85 3 N
prepaid lease payments
for land (832) (832)
Decrease in revaluation of BEWaRkZWE - BE
property, plant and & E (R
equipment reversed
to income statement — (509)
Increase in gain on fair value W2~ BB B) Y 1E N
changes of properties 1,182 —
Increase in deferred tax BB EYE 2 RLEF IR
charges relating to 2 3% 0
investment properties (595) (455)
(Increase) decrease in deferred BEME - WE R&K#E 2
tax charges relating to EFER IR X (32 0) %
property, plant and equipment (338) 227
Increase in loss on fair value CREEATEES
changes of financial assets &5 18 38 N (3,376) —
Increase in yield on FEZHEHA 2 &E RSN
held-to-maturity investments 564 —

Decrease in profit for the year 24 [E % AR 4 (523) (1,827)
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For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE
3. SUMMARY OFTHE EFFECTS OF THE 3. ENBXESH o FEMRE &)
CHANGES IN ACCOUNTING POLICIES
(Continued)
Analysis of decrease in profit for the year by line items AKEERMBIRIEEE D 2D T2
is presented as follows: R
2005 2004
—ZERF —ZTTNF
HK$’000 HK$'000
FET FAET
Decrease (increase) in cost §H 5 X AN Rk > (38 00)
of sales 778 (758)
Decrease on revaluation of ) 2 & (i 38 (B R
properties — (509)
Increase in gain on fair value BEY N TEEZH WL N
changes of investment
properties 1,182 —
Increase in loss on fair value TREEATEZEEBELE M
changes of financial assets (3,376) —
Increase in other income H fth g AN 564 —
Decrease (increase) in TEE AR (3 m)
administrative expenses 1,262 (332)
Increase (decrease) in profit B0 % A3 00 O 4)
before tax 410 (1,599)
Increase in income tax expense #1715 F3 Sz 12 /N (933) (228)

Decrease in profit for the year 74 [E % A58 4 (523) (1,827)
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For the year ended 31st December, 2005

3. SUMMARY OFTHE EFFECTS OF THE 3.

CHANGES IN ACCOUNTING POLICIES
(Continued)
The cumulative effect of the changes in accounting

policies on balance sheet items at 31st December,
2004 and 1st January, 2005 are summarised below:

HEZ

ZZRFT_A=+—RHIFE

ST BREHoFEYME »)

R-ZEENF+_A=+—"HER-ZEZ
AF—HA—BZEEBBEREEHMN
BEAPYKREER 2 R E B
B

At At
31st December, 31st
2004 Effects of adoption of December, At
(as originally BaTizEe 8 2004 st January,
stated)  the cost HK(SIC) (as restated) Effects of adoption of 2005
iy model Interpretation iy BOTIIREZEE (as restated)
ZEEME  for PP&E HKAS 17 2 ZEIRE HKFRS 3 HKAS 39 i
= VES R BREH = A FE -%31f
St-0 HER®E  eiEl  EARE  =t- B%g%E €2l -B-H
(WRERD)  ZRAER 175 AL (E5l) EEZ% £39% (E5)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT Thr AT Fhr AT Fhr AT Fhr
Balance sheet items EESERER
Non-current Assets FRBEE
Property, plant and equipment ~ #1% - BRERF/E 236,311 (48,958) (40,696 — 146,657 - — 146,657
Prepaid lease payments for land  Bff £ 2 - - 39,864 — 39,864 — — 39,864
Investments in securities FARE 63,578 = = = 63,578 - 63,578) -
Held-tomaturity investments & 221 5H 2 R& - = = = = = 64,258 64,258
Long-term bank deposits T 31,200 = - = 31,200 - (884) 30,316
Deferred tax assets BRHEEE 5,084 [421) - - 4,663 - - 4,663
Current Assets HHEE
Investments in securities FARE 10,211 = = = 10,211 - (10,211) -
Held-tomaturity investments & 221 56H 2R 4& - = = = = = 9.971 9,971
Held for trading investments ~ EEREEERE - - - - - = 240 240
Prepaid lease payments for land B £ & - - 832 - 832 - - 83
Non-current Liabilities EFit L
Deferred tax liabilities ERHEAG (6,621 6,234 - (1,08 (3.450) - - (3,450}
Total effects on assets and AERBE EYE
[iabilities 337763 (43,145) - (1,063 293,555 — (204) 293,351
Retained profits (note) 2iafl (f3) 351,333 (4,349) = (1,083] 345,921 (5,720} (204) 339,997
Asset revaluation reserve BEEMRER 38,796 (38,79 - - - - - -
Goodwill reserve B (6,720) - - - (6,720 5,720 = =
Total effects on equity hazaze 384,409 (43,145 - (1,063) 340,201 - (204) 339,997

Note: The amount of retained profits at 31st December,

K R-ZETNFE+_A=+—HZH

2004, as originally stated, includes the dividend
reserve of HK$26,020,000 previously presented as a
separate item in reserves.

The above changes in accounting policies have resulted
in a decrease in asset revaluation reserve and retained
profits at 1st January, 2004 of HK$8,260,000 and
HK$3,585,000, respectively.

175 F 3008 (A0 R 25 Fr o) B 48 A&
REERE2NABIBE 2K EH
1%26,020,000/8 T °

EREHEEEDEHR TS —

A—BEEEMREERBT T DR
A, 428,260,000/ 7T X 3,585,000/%8 7T °
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3. SUMMARY OFTHE EFFECTS OF THE 3. BENfBXRED2EEME

CHANGES IN ACCOUNTING POLICIES

(Continued)

The Group has not early applied the following new

HKFRSs that have been issued but are not yet

effective. The directors of the Company anticipate that

the application of these new HKFRSs will have no

material impact on the financial statements of the

AEEYEREEEMATIRERNER

N

U KREESERZAGHEALE AN
SENMBBRRREEATE -

Group.
HKAS 1 (Amendment)  Capital disclosures’ BAGIERE 1R BARR
(& E3T)
HKAS 19 (Amendment)  Actuarial gains and losses, group plans EEeHEAE19% EEET — BEER-
and disclosures? (B 3T) EEERRR
HKAS 21 (Amendment)  Net investment in a foreign operation? EAGHENENSR  BNEKZRAFHE?
(& E3T)
HKAS 39 (Amendment) Cash flow hedge accounting of forecast BEAEHEASE0E BHEEAFRIZZRER
intragroup transactions? (EE3T) EHREEIA?
HKAS 39 (Amendment)  The fair value option? EEQEAR0E ATEEEZER?
(& E3T)
HKAS 39 & HKFRS 4 Financial guarantee contracts? BEAEHEANEN  HBERESN?
(Amendments) REEBBREES
F4%; (EB3T)
HKFRS 6 Exploration for and evaluation of mineral EANBREERZ6E HRELRIEBENER?
resources?
HKFRS 7 Financial instruments: Disclosures’ EANBREENETR £BIE: BE
HK(IFRIC) — INT 4 Determining whether an arrangement A (AR ERE EELHRABENE?
contains a lease? REZE%)
— REE4
HK(IFRIC) — INT 5 Rights to interests arising from Bk ERRBRE  REBH RERRRER
decommissioning, restoration and REZE9) EomiEen’
environmental rehabilitation funds? — REREMN
HK(IFRIC) — INT 6 Liabilities arising from participating in a A (BREERE SHEKEMS —ENRE
specific market — waste electrical and 2EZEg) B G EE ¥t
electronic equipment? — REZ6% S
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For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE

SUMMARY OF THE EFFECTS OF THE 3. ENBXESH o FEMRE &)

CHANGES IN ACCOUNTING POLICIES

(Continued)

L Effective for annual periods beginning on or after 1st i RZEE+F—FA—HxEERRN
January, 2007 SETHAEEA -

2 Effective for annual periods beginning on or after 1st 2 RZZEEANF—A—HBKEBFAKKN
January, 2006. errHEER -

E Effective for annual periods beginning on or after 1st 3 RZZETRE+-_A—H=xEERR
December, 2005. WEsTERER -

4 Effective for annual periods beginning on or after 1st 4 RZZEERNF=A—HxEERBRN
March, 2006. SEEIMEA -

CHANGES OF ACCOUNTING 4. BFHENNE

ESTIMATES

In previous years, plant and machinery were RBEFERBEREBINITERRAT -

depreciated over 5 years and moulds and tools were HENITEA=F  BEAEEHZE

depreciated over 3 years. With effect from 1st October, BEAFERFHZ2&R  A=TZTAHF

2005, plant and machinery are to be depreciated over +RA—HREERKSENITERAERE

5 to 8 years and moulds and tools are to be NEMEANTESERA=20F ' M

depreciated over 3 to 5 vyears, this change reflects the ARZITETHNES e ERFE

Group's experience with respect to the useful lives of B 9T B S R 4> #93,600,0008 7T 0 &

these assets. The change in depreciation rates has FMhENREeHURFEENTE

resulted in a decrease in the depreciation charge for BREHEFEHTRHEL B EZF

the year by approximately HK$3,500,000. The change 1t ©

in accounting estimates will have an effect on the

depreciation charges of the future period, however, it

is impracticable to estimate with certainty the amount

of that effect.

SIGNIFICANT ACCOUNTING POLICIES 5. TEEFHE

The consolidated financial statements have been
prepared in accordance with the HKFRSs issued by
the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by
the Rules Governing the Listing of Securities on the
Stock Exchange and the Hong Kong Companies

Ordinance.

The consolidated financial statements have been
prepared on the historical cost basis except for certain
properties and financial instruments, which are
measured at fair values, as explained in the accounting

policies set out below.

REMBHRENREEEEAMAEM
B 2 BEMBEHREERGER - ptoh -
REVBREHBEREHERIAAR
NEEEF EMRAIREERFHROIRE
ZERBEEA -

BTG BEL - SREMBRE
TRELRAEERER - HEETHER
ERTERAFEFERRIN -
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For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE

SIGNIFICANT ACCOUNTING POLICIES 5, TEETTHEHE &)
(Continued)
Basis of Consolidation GERBEEE

The consolidated financial statements incorporate the
financial statements of the Company and its

subsidiaries made up to 31st December each year.

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

to the effective date of disposal, as appropriate.

All intercompany transactions and balances within the

Group have been eliminated on consolidation.

REVBRREEARARENE QR
BFEBET-_A=+T—BLEZ2HBR
% o

RAFEBAREL ZHBATREHR
HYfs A A e E = i EA R A B
I (ER) FIARE WamRA e

ERAZARZEIEEAR S ME
MEBRGEASEREE R -

Goodwill [EES
Goodwill arising on acquisitions prior to 1st R-ZEZEHF—H— HEBHWKEmEM
January, 2005 Y 7 22

Goodwill arising on an acquisition of a subsidiary
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.

Goodwill previously held in reserves, which arose on
acquisitions prior to 1st January, 2001, has been

transferred to retained profits on adoption of HKFRSS3.

Investment Properties

On initial recognition, investment properties are
measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition,
investment properties are measured using the fair
value model. Gains or losses arising from changes in
the fair value of investment properties are included in

profit or loss for the period in which they arise.

A REMEE 2 BERERBXAE
Lﬁ‘ilﬁ/\\ﬂﬁzﬁﬁ% B P46 P B 2 &) 7T 2%
ReBEERRBRAFYEZERE -

AFMBEV RS ERNFEINR - R =
ZT-FHRABEMEL LT ARKEZ
BEBENEBERFT N -

REWE

RINAHERE - WEMRBRATHE
BREMNBEREGEXH - RYHA

% REVERAQXITFEEAFE - &
EMEZAFERBIHAEEZBHEFTA
ELHEAZERER -
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For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE

SIGNIFICANT ACCOUNTING POLICIES 5. FESEE ®)
(Continued)
Investment Properties (Continued) REYE (&)

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use or no future economic benefits
are expected from its disposals. Any gain or loss arising
on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the
carrying amount of the asset) is included in the
consolidated income statement in the period in which

the item is derecognised.

Property, Plant and Equipment

Property, plant and equipment, other than factory
under construction which is stated at cost less any
accumulated impairment loss, are stated at cost less
accumulated depreciation and any impairment loss.
The cost of an asset comprises its purchase price and
any directly attributable cost of bringing the asset to
its present working condition and location for its
intended use. Expenditure incurred after items of
property, plant and equipment have been put into
operation, such as repairs and maintenance and
overhaul costs, is normally charged to the income

statement in the period in which it is incurred.

Depreciation is provided to write off the cost of items
of property, plant and equipment, other than factory
under construction, over their estimated useful lives

using the straight-line method.

REMER B ERIIREMEKATE
ﬁﬁﬁﬂﬁﬁﬁﬁﬁEZ%%T\ EERKLE
BENERNEER - THEREERE
EZTEEJTEE(&EZéFZﬁ’iFﬁ%?k
HEFANMRAERZB/AE) R&%A
BTABERBREFARERER -

ME - BERRE

W% - BEERE BREZBE AR
R EHRE B EIN) T AR R AT
ENRERBRIIK BEEZKANE £
REBEENERREEEERFEE
RREFN 3 36 LA A BB i < (R B
BRIGRA - W% - BERREREE
BIFEEZXH  BRERBEER#EZ
ERANRABHKRREERA -

FEDEME  BERZE BRERZR
AN Z (57T A IR DA B AR VA M 88 X
rE -

During the year, management reassessed the useful RAFA  EREEEFTHEAEEZY
lives of the Group's property, plant and equipment. As ¥ BERXEAERFEH - At - A

a result, commencing from 1st October, 2005, items
of plant and machinery and moulds and tools which
were previously depreciated over their estimated
useful lives of 5 years and 3 years respectively, are
depreciated over 5 to 8 years and 3 to 5 years

respectively.

“EERFTA—HRBREREEUAR
RASFBRAER=FRRAENER
=ERF o
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For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, Plant and Equipment (Continued)

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising
on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the
carrying amount of the item) is included in the
consolidated income statement in the period in which

the item is derecognised.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the first-in,

first-out method.

Research and Development Expenditure

Expenditure on research activities is recognised as an

expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is
anticipated that the development costs incurred on a
clearly-defined project will be recovered through future
commercial activity. The resultant asset is amortised
on a straight-line basis over its estimated useful life
and carried at cost less subsequent accumulated

amortisation and impairment losses, if any.

Where no internally-generated intangible asset can be
recognised, development expenditure is recognised as
an expense in the period in which it is incurred.

e

TEETER @)

M- BERRE (F)

WE - BEMREBERENHERHEH
BERZEERATIGEEEMNARK
BENERNBER - THEIAEEEL
ZEMBE (RZEB ZHEMEHIA
FEMEEEREB/AE) R BIE
R%BEE ZHEFARABSER -

i
R A T B IF B E R REE
A o BA B % A AR H -

MERBKRER
MAEBRENELEMBEIERZ -

AEREAELCAMBELEEESR
BHERAECRBMELEZERKA
7% A1 35 38 B 1R 7 5% B i U 3 B RE R
R BREERNEREREBAARE
PR 45 B 55 A0 DA B S (B Rk 25 R 4 8 56 AT
HEEE (E) o

I AR B EE A ERARK - R
BRAXBRELRREIIERS -
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For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE

SIGNIFICANT ACCOUNTING POLICIES 5. FESEE ®)
(Continued)
Impairment R

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. Impairment loss is recognised as

an expense immediately.

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.

Financial Instruments
Financial assets

The Group's financial assets are classified as financial
assets at fair value through profit or loss, held-to-
maturity investments and loans and receivables. All
regular way purchases or sales of financial assets are
recognised and derecognised on trade date basis.
Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within
the time frame established by regulation or convention
in the market place. The accounting policies adopted
in respect of each category of financial assets are set

out below.

RNEB—EHEA  AEEEHEEECK
HE BT BNSRBTIAXEEES
BFRE - WEEGF 2 ZREERE
mE - el EERAEREZRE -
BMEBRELERNSHEASER -

MERREBRTE e EEZKR
EEF AKER 2 AT 2RE - HER
MZREENMBEAERREENBEF
BRI EREBEMHE <REE - BE
BRYENEER KA -

TEMIA
HMEEE

AEBHBEERA > BRARERDR
BAVEREZVBEEREEEIHA
ZERERERREUK - EREE—R
BEERR S BEERRRGIRER - —
REERENMSRERBEP B HR
ARNEEZ cMEERERHEMK
M BB B BEERRZETERTS
BN T e
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5. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial Instruments (Continued)
Financial assets (Continued)
Financial assets at fair value through profit or loss

The Group's long-term bank deposits and held for
trading investments are designated and classified as
financial assets at fair value through profit or loss on
initial recognition. At each balance sheet date
subsequent to initial recognition, financial assets at
fair value through profit or loss are measured at fair
value, with changes in fair value recognised directly in

profit or loss in the period in which they arise.

Held-to-maturity investments

Held-to-maturity investments are non-derivative
financial assets with fixed or determinable payments
and fixed maturities that the management has the
positive intention and ability to hold to maturity. At
each balance sheet date subsequent to initial
recognition, held-to-maturity investments are measured
at amortised cost using the effective interest method,
less any identified impairment losses. An impairment
loss is recognised in profit or loss when there is
objective evidence that the asset is impaired, and is
measured as the difference between the asset's
carrying amount and the present value of estimated
future cash flows discounted at the effective interest
rate computed on initial recognition. Impairment losses
are reversed in subsequent periods when an increase
in the investment'’s recoverable amount can be related
objectively to an event occurring after the impairment
was recognised, subject to the restriction that the
carrying amount of the asset at the date the
impairment is reversed does not exceed what the
amortised cost would have been had the impairment

not been recognised.

= —
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For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE

5. SIGNIFICANT ACCOUNTING POLICIES 5. FEEFHEX #®

(Continued)

Financial Instruments (Continued)
Financial assets (Continued)
Loans and receivables

Loans and receivables (including trade and other
receivable, bills receivable and bank balances) are non-
derivative financial assets with fixed or determinable
payments that are not quoted in an active market. At
each balance sheet date subsequent to initial
recognition, loans and receivables are carried at
amortised cost using the effective interest method,
less any identified impairment losses. An impairment
loss is recognised in profit or loss when there is
objective evidence that the asset is impaired, and is
measured as the difference between the asset's
carrying amount and the present value of the estimated
future cash flows discounted at the original effective
interest rate. Impairment losses are reversed in
subsequent periods when an increase in the asset'’s
recoverable amount can be related objectively to an
event occurring after the impairment was recognised,
subject to a restriction that the carrying amount of
the asset at the date the impairment is reversed does
not exceed what the amortised cost would have been

had the impairment not been recognised.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance
of the contractual arrangements entered into and the
definitions of a financial liability and an equity
instrument.

An equity instrument is any contract that evidences a
residual interest in the assets of the Group after
deducting all of its liabilities. Equity instruments issued
by the Company are recorded at the proceeds received,
net of direct issue costs.

E@MI A (&)
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial Instruments (Continued)
Financial liabilities and equity instruments (Continued)

The Group’s financial liabilities (including trade and
other payables) are subsequently measured at
amortised cost, using the effective interest method

after initial recognition.

Leases

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other

leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in
the income statement on a straight-line basis over the
term of the relevant lease. Initial direct costs incurred
in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and
are recognised as an expense on a straight-line basis
over the lease term.

The Group as lessee

Rentals payable under operating leases are charged to
profit or loss on a straight-line basis over the term of
the relevant lease. Benefits received and receivable
as an incentive to enter into an operating lease are
recognised as a reduction of rental expense over the

lease term on a straight-line basis.

Retirement Benefit Costs

Payments to defined contribution retirement benefit

plans are charged as an expense as they fall due.
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For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE

SIGNIFICANT ACCOUNTING POLICIES 5. FESHE ®)
(Continued)
Taxation HiE

Income tax expense represents the sum of the tax

currently payable and deferred tax.

The tax currently payable is based on 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. The Group's liability for current tax is
calculated using tax rates that have been enacted or

substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or
recoverable on differences between the carrying
amounts of assets and liabilities in the consolidated
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 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.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries 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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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.

Foreign Currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies)
are recorded in its functional currency (i.e. the currency
of the primary economic environment in which the
entity operates) at the rates of exchanges prevailing
on the dates of the transactions. At each balance sheet
date, monetary items denominated in foreign
currencies are retranslated at the rates prevailing on
the balance sheet date. Non-monetary items that are
measured in terms of historical cost in a foreign

currency are not retranslated.
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which they arise.

270



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
=Wl Ak

57

For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE

SIGNIFICANT ACCOUNTING POLICIES 5. FESEE ®)
(Continued)
Foreign Currencies (Continued) e ()

For the purposes of presenting the consolidated
financial statements, the assets and liabilities of the
Group's foreign operations are translated into the
presentation currency of the Company at the rate of
exchange prevailing at the balance sheet date, and
their income and expenses are translated at the
average exchange rates for the year, unless exchange
rates fluctuates significantly during the period, in which
case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if
any, are recognised as a separate component of equity
(the translation reserve). Such exchange differences
are recognised in profit or loss in the period in which

the foreign operation is disposed of.

Borrowing Costs

All borrowing costs are recognised as an expense and
are included in finance costs in the consolidated
income statement in the period in which they are
incurred.

Revenue Recognition

Sales of goods are recognised when goods are

delivered and title has passed.

Interest income from a financial asset is accrued on a
time basis, by reference to the principal outstanding
and at the effective interest rate applicable, which is
the rate that exactly discounts the estimated future
cash receipts through the expected life of the financial

asset to that asset’s net carrying amount.

Dividend income from investments is recognised when
the shareholder’s rights to receive payment have been
established.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY

The key assumption concerning the future and other
key sources of estimation uncertainty at the balance
sheet date that have a significant risk of causing a
material adjustment to the carrying amounts of assets
and liabilities within the next financial year are

discussed below:

Estimated useful lives of property, plant and

equipment

The Group determines the estimated useful lives of
property, plant and equipment and their related
depreciation charges. When useful lives of property,
plant and equipment are different from that previously
estimated, the depreciation charges for future periods

will be adjusted accordingly.

Impairment loss on property, plant and equipment

The property, plant and equipment of the Group are
reviewed by management for possible impairment
when events or changes in operating environment
indicate that the carrying amounts of such assets may
not be fully recoverable. In determining the recoverable
amounts of these assets, expected cash flows to be
generated by the assets are discounted to their present
value, which involves significant level of judgment
relating to sales volume, selling prices and
manufacturing and other operating cost. When a
decline in an asset’s recoverable amount has occurred,
the carrying amount is reduced to its estimated

recoverable amount.
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For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Impairment loss on trade and other receivables

The Group regularly conducts assessments on possible
losses resulting from the inability of customers to
settle the amounts due to the Group. The assessment
is based, inter alia, on the age of the debt and the
credit-worthiness of the customer. If the financial
condition of the customers deteriorates, the amount
of allowance for doubtful recovery of receivables would
be higher than that provided for in the financial
statements.

Impairment loss on inventories

Included in the consolidated balance sheet at 31st
December, 2005 are inventories of HK$139,981,000
which are carried at the lower of cost and net realisable
value. Management conducts assessments on the net
realisable value of inventories by reference to their
age, obsolescence, estimated net selling price and
other economic conditions of the markets in which
the Group's customers operate. If the actual selling
prices of inventories are substantially less than
expected due to an adverse market condition or other

factors, impairment loss on inventories may result.

Deferred tax assets

As at 31st December, 2005, deferred tax assets of
HK$4,501,000 in relation to unused tax losses and
other deductible temporary differences have been
recognised in the consolidated balance sheet. The
realisability of the deferred tax asset mainly depends
on whether sufficient future profits or taxable
temporary differences will be available in the future.
In cases where the actual future profits generated are
less than expected, a reversal of the deferred tax
assets may arise, which would be recognised in the
consolidated income statement for the period in which

such a reversal takes place.
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7.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s major financial instruments include
investments in securities and other financial assets,
trade and other receivables, bills receivable, bank
balances and cash, and trade and other payables. The
risks associated with these financial instruments and
the policies on how to mitigate these risks are set out
below. Management manages and monitors these
exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Credit Risk

The Group’s maximum exposure to credit risk in the
event of the counterparties’ failure to perform their
obligations as at 31st December, 2005 in relation to
each class of recognised financial assets is the carrying
amounts of those assets as stated in the consolidated
balance sheet. The Group’'s credit risk is primarily
attributable to its trade receivables. The amounts
presented in the balance sheet are net of allowances
for doubtful recovery of receivables estimated by
management based on the age of the debts their
knowledge of customers’ credit-worthiness,
management’s prior experience and their assessment
of the current economic environment. Management
reviews the recoverable amounts of significant trade
receivables regularly to ensure adequate allowances
for doubtful recovery are recognised if considered

appropriate.

The Group's concentration of credit risk by
geographical locations is mainly in North America and
Europe, with exposure spread over a number of

counterparties and customers.

The credit risk on the Group’s liquid funds, unlisted
bonds and long-term bank deposits is limited because
the majority of the counterparties are banks or

corporations with high credit standing.
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For the year ended 31st December, 2005

7. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (Continued)

Market risk

(i)

(ii)

Foreign exchange risk

The Group's financial assets and financial
liabilities are substantially denominated in Hong
Kong dollar or United States dollar which is
pegged to the Hong Kong dollar. Accordingly, the
management considers the foreign exchange risk

to the Group is not significant.

Interest rate risk

The Group is exposed to interest rate risk through
the impact of rate changes on interest bearing
financial assets. Interest bearing financial assets
are mainly held-to-maturity investments and long-
term bank deposits which are long term in nature.
As the held-to-maturity investments and long-
term bank deposits are respectively arranged at
fixed rates and variable rates on a predetermined
basis over the period, thus exposing the Group
to both fair value interest rate risk and cash flow
interest rate risk. Management monitors interest
rate risk exposure and will consider hedging
significant interest rate exposure should the need

arises.

ZTRHFE+_A=+—HIEFE

BERREEEEREE 8

™ 5 & kR

(i)

(ii)

S 5 B

AEETREEREHABEE
BT RBETTE 2 M H KTl
EEE - Bt BEEERRINE
BERRHANEEL FEZE -

T £ @
AEBZHMESREE  WHE
HEEHERANEEAR -SSR

BETZARRHMUEENREERE
HAZRERKRHRITER - B

REEEIHAZKRERKHR
TERD B REEMNEMETH
MRZBHNE  AAEEET
BRAVFENERERRIBSREN
Rk EEESERARZIN
KR - W EE BN %R

EAMEER -

HEETEE - G002 LHOdIY TVANNY (E\Y/Eﬂ%ﬁiﬁl‘i A3LINIT SONIATOH 194



62

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
=Wl Ak

ZEREFR k\RBl HOLDINGS LIMITED A #&@EAERAF

ANNUAL REPORT 2005

For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE

BUSINESS AND GEOGRAPHICAL
SEGMENTS

Business Segments

The Group is principally engaged in the design,
manufacture and sales of toys. Turnover represents
the net amounts received and receivable for goods
sold by the Group to outside customers during the
year. The businesses based upon which the Group

reports its primary segment information are as follows:

Own Brand — Manufacture of toys designed/
developed by the Group and sold
under the Group’s brand name or

the labels of licensors

OEM/ODM — Manufacture of toys with design
originated from customers and
where the toolings are owned by

customers

Moulds — Manufacture of moulds for sale to

customers

Segment information about these businesses is

presented below.
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For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE
8. BUSINESS AND GEOGRAPHICAL 8. ¥¥KHEDHE ©)
SEGMENTS (Continued)
Results and Revenue EBERBA
Year ended 31st December, 2005 HE_ZZRF+_A=+—HILFE
Own
Brand OEM/ Moulds Consolidated
B &% m g ODM I we
HK$'000 HK$000 HK$’000 HK$’000
FEx FET FET FEx
TURNOVER B
External sales HINHE 459,231 79,282 1,175 539,688
RESULT ES
Segment result DEEFEE 67,275 8,732 85 76,092
Interest and other FE R
income H fth e A 8,619
Gain on fair value REYERT
changes of BEE 2 W
investment
properties 3,400
Loss on fair value TREEAF
changes of BEE 2 EE
financial assets (2,383)
Unallocated corporate K& D2
expenses SEEHA (39,239)
Finance costs P E A (445)
Profit before tax T A& ) 46,044
Income tax expense %% F X (5,169)
Profit for the year 7N F {% R G 5 F
attributable to
shareholders 40,875
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8. BUSINESS AND GEOGRAPHICAL
SEGMENTS (Continued)

Consolidated Assets and Liabilities

At 31st December, 2005

=

E-ETRFT A=t ALFE

8. X¥RMEDE B

BEEEREE
R-ZEZERF+_A=+—H

Own
Brand OEM/ Moulds Consolidated
B &% fm k& ODM I wma
HK$’000 HK$’000 HK$’000 HK$’000
FETT FET FET FET
ASSETS BE
Segment assets DEEE 164,204 29,910 1,345 195,459
Investment properties & & ¥ % 10,900
Held-to-maturity HEHE R HH
investments s &= 63,139
Held for trading BEREREER
investments % & 161
Other unallocated REDE 2
corporate assets SEEE 298,071
Consolidated total RAEREE
assets 567,730
LIABILITIES =B
Segment liabilities HEEE 11,042 7,762 728 19,532
Unallocated corporate K& DL~
liabilities SEHBE 56,500
Consolidated total EHBAE
liabilities 76,032
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For the year ended 31st December, 2005

HE_ZZAFE T _A=+—HILFE

BUSINESS AND GEOGRAPHICAL 8. ¥¥KHEDHE ©)
SEGMENTS (Continued)
Other Information HiER
Year ended 31st December, 2005 HE_ZZRF+_A=+—HILFE
Own
Brand OEM/ Moulds Unallocated Total
H 5% m b ODM I#E REDE et
HK$’000 HK$’000 HK$'000 HK$’000 HK$’000
FET FET FET FET FET
ASSETS BE
Capital additions & 238 0
— Property, plant — % -
and equipment %5 &
B 15,129 — 160 46,078 61,367
Depreciation and M - W5
amortisation REFTE 29,069 2,421 383 761 32,634
Gain on disposal of HEWE -
property, plant B & & &
and equipment 2 W= 3 — — 5 8
Results and Revenue EEBERWA
Year ended 31st December, 2004 BE_ZZNF+_A=+—HIFE
Own
Brand OEM/ Moulds Consolidated
B &% n k& ODM T4 RE
HK$'000 HK$'000 HK$'000 HK$'000
FAET FAETT FAETT FAET
TURNOVER EER
External sales HINHE 522,215 59,595 1,275 583,085
RESULT E4
Segment result DIREE 79,235 5,703 122 85,060
Interest and other FE R
income E bl A 9,189
Increase on revaluation EHE & W ¥
of investment H#0
properties 3,100
Unallocated corporate &R & DB~
expenses SEEA (38,911)
Finance costs %8 A (4)
Profit before tax 5 A1 4 58,434
Income tax expense K5 F X (6,352)
Profit for the year 7N F {% R G 5 F
attributable to
shareholders 52,082
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BUSINESS AND GEOGRAPHICAL
SEGMENTS (Continued)

HE_ZZAFE T _A=+—HILFE

8. X¥RMEDE B

Consolidated Assets and Liabilities BEEEREE
At 31st December, 2004 R-_ZEZEWNF+_A=+—H
Own
Brand OEM/ Moulds  Consolidated
B % @ b ODM T RE
HK$'000 HK$'000 HK$'000 HK$°000
FET FET FET FET
ASSETS BE
Segment assets DEEE 157,537 27607 1,672 186,716
Investment properties 1% & ¥ % 7,500
Investments in FEHRE
securities 73,789
Other unallocated H oK &5 g
corporate assets ZEEEE 350,731
Consolidated total MEBEE
assets 618,736
LIABILITIES =R
Segment liabilities HEAE 17,954 2,513 493 20,960
Unallocated corporate 7 4 7 B¢
liabilities ZEBAaE 55,207
Consolidated total IRAEBAaTE
liabilities 76,167
Other Information HiER
Year ended 31st December, 2004 HE-_ZZNF+_A=+—HILFE
Own
Brand OEM/ Moulds Unallocated Total
B % k2 ODM TH#E RK&EHE RE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
ASSETS BE
Capital additions &N 15,811 — 7 6,878 22,696
— Property, plant — YE - HE
and equipment K&
Depreciation and iE-DE ¥
amortisation 36,837 3,077 622 2,247 42,783
Loss on disposal of LEWE -
property, plant and %5 &
equipment B2 EE — — — 317 317
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For the year ended 31st December, 2005

8. BUSINESS AND GEOGRAPHICAL
SEGMENTS (Continued)

Geographical Segments

The marketing activities of the Group’s products is
substantially carried out in Hong Kong while the
Group’s manufacturing activities are carried out in other
regions in the People’'s Republic of China (the “PRC").

The following table provides an analysis of the Group'’s
sales by geographical market, irrespective of the origin
of the goods:

ZZRFT_A=+—RHIFE

RERMEDE @)
it B 5 3

AEB2ABNEMNEBHE - MA
EECAEEEBHRTEARAME
(TR B ) ey E b [ 7T

AEBEHERMET S DB (TRER
EWEE) A MBEHRDOT

2005 2004
—ZERF —ZTTNF
HK$’000 HK$'000
FET FAET

North America 3k =M
United States of America x & 201,452 233,351
Canada mex 51,232 37,356
Europe B M 212,512 230,671
Asia CEM 27,011 34,145
Other locations H b i [ 47,481 47562
539,688 583,085

The following is an analysis of the carrying amounts
of segment assets and additions to property, plant
and equipment, analysed by the geographical areas in
which the assets are located:

Carrying amounts
of segment assets

DEEERBEARDE - BERRE
NERBEEZMBHESNWAT

Additions to property,
plant and equipment

PEEEZREE ME -BERRERE
2005 2004 2005 2004
—EERF —ETNF —EERE —ETF
HK$000 HK$'000 HK$°000 HK$'000
FHETT FETT FHT FAETT
Hong Kong B 168,474 239,757 1,201 524
The PRC s 309,569 287765 60,141 21,899
Other locations H fth it [2 89,687 91,214 25 273
567,730 618,736 61,367 22,696
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9. OTHER INCOME 9. Hfp A
2005 2004
—EERF —EENF
HK$’000 HK$'000
FHET FAET
Other income includes: HAb & E WA B
Interest on bank balances IRITFERF B 226 1,785
Yield on held-to-maturity BEZIHAKE
investments/securities & % [l 3R 3,934 5,404
Dividends from listed EmEHFZBREBA
securities — 11
Rentals from investment WEYF 2 HE WA
properties 391 376
PRC tax incentive (note) RS ER (FaE) 2,767 —
Note: Hrat

The PRC tax incentive represents part of the income tax
paid by certain PRC subsidiaries refunded by the PRC

government as an incentive for re-investment of the profits EI

of these subsidiaries.

TEREEERRTERNAZBERTEF A F
s N EIERE - MO ENNEEMRFHER

10. FINANCE COSTS 10. BB &EH

2005 2004
—EERF —ETF
HK$°000 HK$°000
FET FAETT

Interest on bank loans wholly R—FAEEZRITERK
repayable within one year 2 F B 361 —
Interest on bank overdrafts RITHESZ 2 F B 84 4
445 4
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For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE

1. PROFIT BEFORE TAX 11. B A0 & R

2005 2004
—ZERF —ZTTNF
HK$’000 HK$°000
FET FAET
Profit before tax has been AR M E & GFA)
arrived at after charging THIEE :
(crediting):
Auditors’ remuneration 1% SR B 1,100 989
Amortisation of prepaid T8 A5 4 th < B 5
lease payments for land 832 832
Depreciation of property, % BELZENITE
plant and equipment 31,802 41,951
(Gain) loss on disposal of HEYE  BEEEKEZ
property, plant and (W A) B8
equipment (8) 317
Research and development R BERRKA
expenditure 8,815 9,482
Staff costs including BIEESEHe 2B KA
directors’ remuneration (Hi7E)
(note) 11,277 111,358
Net realised gain on BHEEBE W FE
dealing securities — (105)
Net loss from change in fair REREEEREAT
value of held for trading BEE 2 FE1E
investments 79 —
Net unrealised holding gain BHEHEMBENARAE
on other securities IR W 55 5 B — (65)
Net exchange loss EEZBEFHE 2,258 41
Note: Mt -

The staff costs disclosed above include the Group’s & #iH T Ak 72N &858 T 8 iR K& F 51 21 /B 2
contributions to retirement benefit schemes amounted to 73,743,000/ ;v (— = Z W4 : 2,486,000/
HK$3,743,000 (2004: HK$2,486,000). JC) °©
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12. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS

(a)

Directors’ Emoluments

The emoluments paid or payable to each of the

10 (2004: 11) directors were as follows:

RE-FFRF+-A=+—AIL4E

12. EERERBENSE

(a)

EBMS
iz (CEENE - EE
EASENHSET :

Salaries,

allowances Performance Contributions

and other related to retirement

benefits incentive benefit

E - payments schemes
Fees EHRHEM BRIk BINER Total
e - gkilE RERE EZHX A e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FAT BT FAET FET

(note) (/%)
Mr. Yip Yun Kuen ERELE — 2,016 2,000 101 4,117
Mr. Yip Yun Tim ERREE — 909 400 45 1,354
Mr. Chan Shun Po BRIRE % & — 984 430 49 1,463
Mr. Shiu Chun Yuen AR 38R S5 — — — — —
Ms. Chan Pik Ha REBx+ — 202 80 — 282
Mr. Xin Shu Lin, Steve ~ FH#MEAE 75 - — - 75
Mr. Yeung Wai Kin BEREE 100 — — — 100
Mr. Man Mo Leung XEREE 150 — — — 150
Mr. Yap Alfred Donald, JP EXBE KT 4L 100 — — — 100
Ms. Lau Ki Cho, Iris EEREIUN | 60 — - - 60
Total emoluments ZZTRE
for year 2005 b K 485 4,111 2,910 195 7,701
Total emoluments —ZTNE

for year 2004 Ziie 757 4,926 3,635 246 9,564

Note: The performance related incentive payments
were determined mainly with the Group’s overall
performance.

The amounts disclosed above include directors’
fees of HK$310,000 (2004: HK$265,000) and
HK$175,000 (2004: HK$492,000) paid or payable
to three (2004: three) independent non-executive
directors and two (2004: three) non-executive

directors respectively.

Mt  TERRBECEERETR
ERBEB I EERA -

NERBHEBEEREE X FER
WEF =M (ZTZTMF : ={1)
BN TEER M (ZTTNW
F:=)FERTESE 255
310,000 T (ZZEZE I F
265,000/%8 7T) & 175,000/8 7T (=
T4 : 492,000/ L) °
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12. DIRECTORS’ AND EMPLOYEES'’
EMOLUMENTS (continued)

(b) Employees’ Emoluments

The emoluments of the five highest paid
employees which included three (2004: four)
directors of the Company, details of which are
set out above. The emoluments of the remaining

two (2004: one) individuals were as follows:

ZTRHFE+_A=+—HIEFE

12. EEREABEM S ©

(b) HWEMS

TEARSHMEOESE (T2
e - MB)EE - HSF1E0
T

2005 2004
—EERF —ETWNF
HK$’000 HK$'000
FET FAETT
Salaries, allowances EH - EAREAM
and benefits-in-kind BN & 1,459 655
Performance related BI{ERRES
incentive payments 820 570
Contributions to retirement R (K48 R 5+ 21 2 # 3%
benefit schemes 36 —
2,315 1,225

The emoluments of each of these two (2004:
one) individual(s) in the Group during the year
were within the band of HK$1,000,001 to
HK$1,500,000.

RAFHAAEEEMRE (ZTE N
F:—F)BEML7E1,000,001
77L& 1,500,000/ LA BI A ©
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RE-FFRF+-A=+—AIL4E

13. INCOME TAX EXPENSE 13. BB X
2005 2004
—EERF —ZEETNF
HK$’000 HK$'000
FET FET
Current tax REEFIA
Hong Kong B 1,173 3,997
The PRC a3 3,370 3,056
4,543 7,053
(Over) underprovision (EB5) TR B
Hong Kong BB (283) (445)
The PRC H 12 95
Other jurisdictions H f R] A & — 4
(271) (346)
Deferred taxation (note 29) AKEZIRERIB (H2£29)
Current year 897 (355)
5,169 6,352

Hong Kong Profits Tax is calculated at 17.5% (2004:
17.5%) of the estimated assessable profit for the year.

Taxation arising in other jurisdictions is calculated at
the rates prevailing in the relevant jurisdictions.

B ARG RIRF A b5 R
B E175% (ZTTWMF : 17.5%) &

st
EH o
ZAr

Ht AhEBAAEL 2 BB TR E A

R BT ZREH -
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For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE
3. INCOME TAX EXPENSE (continued) 13. BB @)

The tax charge for the year can be reconciled to the IR SR 1% 7 S B U S 3R 0 2 08 ) ¥ AR
profit before tax per the income statement as follows: FBEWT :

2005 2004

—EERF —EENF

HK$°000 HK$'000

FET FAET

Profit before tax B %1 A1 5 A 46,044 58,434

Tax at the domestic income tax Bzﬁﬁﬂﬂ SR E17.5%

rate of 17.56% (2004: 17.5%) ZTTMNEF  17.5%)
TR ZHE 8,058 10,226

Tax effect of expenses not PNAHRAS 2 RS &

deductible 1,077 111
Tax effect of income not taxable @& A 2 Fi 5% 52 £ (1,221) (1,493)
Tax effect of profit not RREREN 2 M2 (i)

chargeable to tax (note) (1,127) (2,139)
Effect of different tax rates REAM A EM R L= 2

of subsidiaries operating RIEERN TZWHHT%%E

in other jurisdictions (3,038) (2,224)
Tax effect of deferred tax AERELERIBEEEZFE

assets not recognised 2,272 1,768
Utilisation of deferred tax EIRFIHARERELER

assets previously not HEEZVE

recognised (51) (493)
Overprovision in respect of BEFEBERE

prior year (271) (346)
Others H (530) 942
Income tax expense for the year RFE 7 FiEHH X 5,169 6,352
Note: Bt -

The profits of certain subsidiaries are subject to Hong Kong &HTWEB AR Z &8 =GR FBUWEEF S -
Profits Tax on a 50:50 apportionment basis.
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For the year ended 31st December, 2005

RE-FFRF+-A=+—AIL4E

14. DIVIDENDS 14. B E
2005 2004
—EERRF —EENF
HK$’000 HK$000
TR TH T
Interim dividend paid: ENTHEESK - 2781
HK2 cents (2004: HK3 cents) —ETME - 3B
per ordinary share 6,686 11,151
Final dividend proposed EZ AR EFR : 651
HK6 cents (2004: HK7 cents) (ZZZTWE - 78)
per ordinary share 19,975 26,020
Additional prior year's dividend BIEfEE REIEERH
paid on subsequent issue BN KB
of shares — 354
26,661 37,925

The final dividend of HK6 cents per ordinary share,
totalling HK$19,975,000 has been proposed by the
directors and are subject to approval by the

shareholders in general meeting.

The amounts of final dividend proposed are calculated
based on the number of shares in issue as at the date

of approval of these financial statements.

BEeEBREZAHREZREN
4 19,975,000/ 7T © BEFGRTZ
RRBEFEAE 2 KRR E -

REEH IR B RA T RIBN A B 75 R
WEBTEAZBROBRBEFE -
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For the year ended 31st December, 2005 HE-_ZTZTERAF+-_A=1+T—HIEFE

15. EARNINGS PER SHARE 15. BREF

The calculation of the basic and diluted earnings per HEARBEESR &M 25 ETIRE ¢

share is based on the following data:

2005 2004
—EERF —ZTNF
HK$’000 HK$'000
FET FA&ET
Earnings for the purposes of RUAGTEEARBERETR
basic and diluted earnings il Db
per share 40,875 52,082

Number of shares

g n 81 B
‘000 ‘000
F iR FR
Weighted average number of REUFEERERER 2
ordinary shares for the 3 AR N A S 19 2
purpose of basic earnings
per share 360,548 370,971
Effect of dilutive potential EHABRERSTBRZ
shares in respect of BEESTE
share options 173 757
Weighted average number of EUGEEBEEEREF 2
ordinary shares for the I 38 AR h0 R 39 £
purpose of diluted earnings
per share 360,721 371,728
The following table shows the impact on basic and TREAREWE2FTIL 2 €T R & &)

diluted earnings per share as a result of the changes

in accounting policies as described in note 2.

ﬂ!ﬂx%$)§i?§&?§ﬁﬂﬁ}ﬂzz%’s °

2005 2004
—EERF —ZTTNF
HK Cents HK Cents
A JEA
Reported figure before AR EHR ET
adjustments 11.5 14.5
Adjustments arising from SHBRREHELZAE
changes in accounting (H1#£3)
policies (note 3) (0.2) (0.5)
Restated Egdl 11.3 14.0
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ANNUAL REPORT 2005

At 31st December 2005

16. PROPERTY, PLANT AND EQUIPMENT

R-_EETRF+_A=+—H

16. W% - BMENKE

Leasehold
improvements
furniture,
fixtures and
Factory  Plant and Moulds  equipment
Land and under machinery  and tools £ Motor
buildings construction By BE &% vehicles Total
1HhEER  EEEER & RI&E ERRE RE CH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAL AT TAT TAL TAL TAT
COST BHAE
At 1st January, 2004 R_ZFEME-A—-H
— as originally stated — Rl 148,300 — 128,048 123,601 57865 6,844 464,658
— effects of changes in =~ — EHHRET 2 F2
accounting policies (fi£3)
(note 3) (18,681) = = = = - (18,681)
— as restated — EJl 129,619 — 128,048 123,601 57865 6,844 445,977
Additions NE — 3,719 1,826 15,538 915 698 22,696
Disposals HE = - (410) (23) (1,858) (901) (3,192)
At 31st December, 2004 RZZEME+-A=+-H 129,619 3719 129464 139,116 56,922 6,641 465481
Additions RE = 41,502 2,437 15,104 1,745 579 61,367
Disposals & > > — - (157) - (157)
At 31st December, 2005 W=ZBREET-A=+-H 129619 45,201 131,901 154,220 58,510 7220 526,691
DEPRECIATION il |
At 1st January, 2004 R-FZmE-A-H
— as originally stated — R3l — - 93,754 112,303 37188 6,071 249,316
— effects of changes in =~ — BHAREHZFE
accounting policies (Hi3)
(note 3) 30,359 — — — — — 30,359
— as restated — &l 30,359 - 93,754 112,303 37188 6,071 279,675
Provided for the year RERER 6,996 - 14,903 12,762 6,773 517 41,951
Eliminated on disposals ~ {fi E & i 3 - — (365) 9) (1,536) (892) (2,802)
At 31st December, 2004 R-2FNF+-F=1-H 37355 - 108,292 125,056 42,425 5,696 318,824
Provided for the year REEER 5,028 - 7700 12,783 5,734 557 31,802
Eliminated on disposals ~ HEE i3 - - - - (154) - (154)
At 31st December, 2005 H=ZFRET-A=+-A 42,383 — 115,992 137839 48,005 6,253 350,472
CARRYING VALUES FHE
At 31st December, 2006 R=ZZEF+T=A=1-H 87236 45,221 15,909 16,381 10,505 9%7 176,219
At 31st December, 2004 R-ZEZME+-F=1—H 92,264 3,719 21172 14,060 14,497 945 146,657
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At 31st December 2005 RZEERF+=-_A=+—H
16. PROPERTY, PLANT AND EQUIPMENT 16. 1% - BMERRE (&)
(Continued)
The above items of property, plant and equipment, BREEBEIN + LA EWE - BRERZE
other than factory under construction, are depreciated AE 85T F 1R AT FI R OB K ANE
on a straight-line basis at the following rates per
annum:
Category of assets Estimated useful lives EEER {E 57 AR
Buildings 20 to 25 years or over the BF ZTE+RFYIE
lease term of the land on THAE A FH
which the building is MEZBEE
situated, if shorter
Plant and machinery 5 to 8 years B T AENE
Moulds and tools 3 to 5 years HARTA =EZRF
Other tangible fixed assets 4 to 5 years HtBH MERSF
An analysis of the carrying value of the Group's AEEMEZEEFEINEAT :
properties is set out below:
2005 2004
—EERE —ETTMF
HK$’000 HK$'000
FET FET
Buildings situated on B RE cBOETF
leasehold interest in land
In Hong Kong BB
under long lease — REED 10,039 10,290
under medium-term lease — REFEA 643 248
In the PRC =8
under medium-term lease — AL 76,554 81,726
87,236 92,264
Factory under construction % + 76 FA
on leasehold interest in land 2 EREE
In the PRC a3
under medium-term lease — AR A 45,221 3,719

132,457 O5R0E8
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At 31st December 2005

R-_EETRF+_A=+—H

17. PREPAID LEASE PAYMENTS FOR LAND

The Group's prepaid lease payments for land comprise

land use rights in the PRC and leasehold land situated

in Hong Kong which are held under medium-term

leases as follows:

. FEMSEEE

AEERMNIHESEENPHBELZ
FELIMERERETEROLBMT -

2005 2004
—EERF —ETTNF
HK$000 HK$°000
FiET FAETT
Leasehold land AT
In the PRC H 28,331 24,989
In Hong Kong BB 15,372 15,707
43,703 40,696
Analysed for reporting EERBE 22T ¢
purposes as:
Non-current FE 7% B 42,723 39,864
Current mE 980 832
43,703 40,696

18. INVESTMENT PROPERTIES

18. REW#E

In Hong Kong on long lease

REBIURBEIZTS
2005 2004
—EERF —ETMEF
HK$’000 HK$'000
FETT FAETT
FAIR VALUE DFE
At beginning of the year R 1) 7,500 4,400
Surplus on revaluation recognised BB BN GZEA
in the consolidated Wk P ER
income statement — 3,100
Increase in fair value recognised AFEBNRERE
in the consolidated Wz & P IER
income statement 3,400 —
At end of the year SRS 10,900 7,500
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At 31st December 2005

18. INVESTMENT PROPERTIES (Continued)

19.

The fair value of the Group’s investment properties at
31st December, 2005, have been arrived at on the
basis of a valuation carried out on that date by RHL
Appraisal Ltd., independent qualified professional
valuers not connected with the Group with appropriate
qualifications and recent experiences in valuation of
similar properties in the relevant locations. The
valuation report was issued by RHL Appraisal Ltd.,
represented by its director who is a member of the
Institute of Valuers. The valuation, which conformed
to Hong Kong Institute of Surveyors Valuation
Standards on Properties, was arrived at by reference
to market evidence of transaction prices for similar
properties, gave rise to an increase of HK$3,400,000
(2004: HK$3,100,000) which has been accounted for
in the consolidated income statement.

All of the Group's leasehold interest in land held under
operating leases to earn rentals or for capital
appreciation purposes are measured using the fair
value model and are classified and accounted for as

investment properties.

All of the Group's investment properties are rented

out under operating leases.

INVESTMENTS IN SECURITIES

Investments in securities as at 31st December, 2004
are set out below. Upon the application of HKAS 39
on 1st January, 2005, investment in securities of
HK$73,549,000 and HK$240,000 were reclassified to
held-to-maturity investments and held for trading

investments respectively.

18.

19.

RZZEZERF+=_A=1+—H

BEWE &)

AP EZREYER_ZTTRFE+_A
=+ —BE—BIWELEMT - KF
THEBEMERAR @ RABLER LA
Bt 2 A YRS o BRAMERS
BRI EBERER AR AGEMA
ERECESEREREDL - F@AGHEES
ERERMAE 2 [HEZE I HEM
MEZTBERRXEFESL - EHEL
2 ¥ {E3,400,0008 L (Z ST M F -
3,100,000) EE R AR E W= KA ©

BASEE A% - AEKRRE
SWAZNEERERBHN - HEAF
BEARRAFEEYEIR -

FIBAREZRENFEREEMROHE
H oo

BHERE
R-EZENME+ A=+ HHEFK
BERUATHR R_ZBEZERF—H—
H AEABEESFEBEIFEI9
5% » 73,549,000/ JT [ 240,0007% 7T #Y
BHRRESRPEERBZEPAZE
BERFHEREEERE -
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At 31st December 2005 RZZEZERF+=_A=1+—H

19.

20.

INVESTMENTS IN SECURITIES (Continued) 19. BHRE (&)

2004
—ZEETNF
HK$'000
FET
Held-to-maturity securities BEZEHENES
Unlisted bonds IE LR ESH 73,549
Other equity securities =N
Listed in Hong Kong REE L™ 240
73,789
Less: Securities included in B BRERDEEZESH
current assets (10,211)
63,578
Market value of listed securities tHESETE 240
HELD-TO-MATURITY INVESTMENTS 20 BEZEMBEZRE
Upon the application of HKAS 39 on 1st January, 2005, RZZEZRF—H—A - ARWEES
investments in unlisted bonds of HK$73,549,000 were ST E YR 395 © 73,549,000 LAY
reclassified to held-to-maturity investments. FEMBEFSHEEREEINHAZK
2005
—ETREF
HK$’000
FET
Unlisted bonds FEEMHES 63,139
Less: Included in current assets B BRERSEE (10,089)
53,050
The unlisted bonds carry fixed interest rates maturing EETEEHFNE EE RN ERNFE A
within 5 years. The effective interest rates on the B - EHEHNERNEHR276%2E
bonds range from 2.76% to 6.17%. The fair value of 6.17% - BIESRKEZRE - R=F
the unlisted bonds at 31st December, 2005 amounted TER+_A=1+—H ZEIFLTHE
to HK$62,000,000, determined by reference to prices % H) A F1{E A62,000,000% 5T °

quoted by financial institutions.
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At 31st December 2005

21.

22.

23.

HELD FORTRADING INVESTMENTS
Upon the application of HKAS 39 on 1st January, 2005,

investments in listed securities of HK$240,000 were

reclassified to held for trading investments.

— ==

21.

EF+=ZA=+—H

BFEREEERE
R-ZEZRE—F—B  EERETES
s E RIS 395% - 240,000/ TTHY E
MEARESPHEEEEREEERE -
2005
—¥RIF
HK$’000
FHET

Equity securities listed in Hong Kong

REE LT ZRAE S

161

Market value of listed securities

thRESmE

161

The fair value of the Group’s held for trading
investments at the balance sheet date was determined
based on the quoted market bid prices available on

the relevant exchanges.

LONG-TERM BANK DEPOSITS

The deposits represent US dollar deposits placed with
banks with an aggregate principal amount of
US$4,000,000 (2004: US$4,000,000) which carry
interests chargeable at certain pre-determined rates
less London Interbank Offered Rate. The bank deposits
will mature from 2009 to 2013 or earlier, if the interest
income accrued on the deposits reaches certain
specified amount. Such deposits are designated as

financial assets at fair value through profit or loss.

The loss on fair value changes of financial assets of
the year amounting to HK$2,383,000 (2004: Nil) has
been arrived at after including the interest income on
these bank deposits of HK$1,139,000.

The directors consider the carrying amount of these
bank deposits approximates their fair value, based on

the amounts quoted by financial institutions.

BANK BALANCES AND CASH

Bank balances and cash comprise short-term bank
deposits carrying interests at prevailing market interest
rates or fixed interest rates ranging from 1.71% to
4.00% (2004: 0.30% to 2.20%).

The directors consider the carrying amount of bank

balances and cash approximates their fair value.

22.

23.

REERABRA  SENKEREEREER
RENQATFEAEEBORZAMEN
MHERETTE °

RERITER
ZERREFRRITZETLER ' &
N % 4,000,000 7T (Z = U F :
4,000,000 7T)  ZERMAEFE » LA
ERETEZFEREBBIRITRER
BRI FEREN -—_ZTEHLE-_T—=
FHHEIH MANSEEX—FE2
B RTINS ZGEREAKEATE
AFABBRRZREZEREE -

7N

REENERMEEANTFEEE S| EZMNE
/42,383,000 L (ZFZ W : &)1
EREEREITHERAE,139,000/%8
ﬁ o

BTHEEFERR:
BRITEFELRREBENERITINE
400% (ZZZFMF : 0.3%E2.20%)
IR B T 35 1) 2 ok [ & FI| & 2 58 BjSR 1717
BERERTERLBEZ2ERESLEAA
FEEE -
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R_ZTRAFE+_H=+—8H

24. INVENTORIES 24. &

2005 2004
—EBHEE _—TTMF
HK$’000 HK$'000
FHT FHTT
Raw materials R 37,272 29,747
Work in progress & G 57,801 45,886
Finished goods BI5K 44,908 50,659
139,981 126,292

25. TRADE AND OTHER RECEIVABLES 25. ES R EHMEWKRRE

The Group allows a credit period of 30 to 90 days to

its trade customers.

The aging analysis of the Group’s trade receivables is

set out below:

REE-RETEP=TRENTXIE

AEEESRUFIAZREINAOT

2005 2004
—EERF —ETNF
HK$°000 HK$°000
FET FET
Trade receivables, aged 2 5 WA

0 — 30 days 0Z 30K 12,526 9,458
31 — 60 days 31260K 10,130 10,178
61 — 90 days 612 90K 14,004 11,501
Over 90 days 90K A 8,357 7.178
45,017 38,315
Other receivables H b & Y 5K IR 4,136 954
49,153 39,269
The directors consider the carrying amount of trade EZRREIREMEYFEZ REE

and other receivables approximates their fair value. HEQNFEHRS °
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At 31st December 2005 RZZEZERF+=_A=1+—H

26. BILLS RECEIVABLES 26. EWERE

The aging analysis of the Group's bills receivables is
set out below:

EREREZREDT

2005 2004

HK$°000 HK$'000

FET FET

0 — 30 days 0& 30K 5,592 6,293
31 — 60 days 31£260K 1,642 2,711
61 — 90 days 61290K 2,464 10,243
Over 90 days 90K A E 1,583 2,375
11,281 21,622

The directors consider the carrying amount of the bills

receivables approximates their fair value. HE o

27 TRADE AND OTHER PAYABLES

The aging analysis of the Group’s trade payables is
set out below:

27. ES REMENKE
REBE SR FBAZREDTMT :

ESERSRURBEZREAEREEQYE

2005 2004
—EERF —ZTTNF
HK$’000 HK$°'000
FET FA&ET
Trade payables, aged 2 5 BUR

0 — 30 days 0&E 30Kk 12,380 11,295
31 — 60 days 31260K 7,192 7214
61 — 90 days 612 90K 1,664 2,063
Over 90 days 90K M £ 368 400
21,604 20,972
Other payables H h Ji& 1~ 5118 12,651 13,779
34,255 34,751
The directors consider the carrying amount of the trade EEZRREHREMENFKIEZREE

and other payables approximates their fair value. HEAFERE -
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28. SHARE CAPITAL 28. BRA
Number of shares Nominal value
B 17 8 B HE
2005 2004 2005 2004
—EERF —TENF ZEEHRF —_FTEEHF
‘000 ‘000 HK$°000 HK$'000
F F FET FAETT
Ordinary shares of FREEO. 1B T
HK$0.1 each 2 &R
Authorised JETE 800,000 800,000 80,000 80,000
Issued and fully paid: B#TEHRE :
At beginning F 4
of the year 371,712 367412 37,171 36,741
Issued pursuant to KBTI B IR i
exercise of BT 2R
share options — 4,400 — 440
Repurchased and fE [ J 5% 85
cancelled (37,746) (100) (3,774) (10)
At end of the year FR 333,966 371,712 33,397 37,171
Repurchase of Own Shares 8 = B% 17

During the year, the Company entered into an
agreement for the off-market repurchase of 37,000,000
issued shares of the Company from one of the
Company’'s shareholders, Walbeck International
Limited, at an aggregate consideration of
HK$57,720,000 in cash, representing HK$1.56 per

share.

In addition, the Company also repurchased ordinary
shares of the Company on the Stock Exchange, all of

which have been cancelled upon purchase.

RAFER AQAFHE—KRE —
Walbeck International Limited & A 173
# - AER1.56/ T © & 357,720,000
75 70 7R 35 SN B B8 2K A §137,00,0008% 2

BT -

RN RARTEREBMERZAAR
AFEBARR BB - FAARBEZ
B E R °
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At 31st December 2005

28. SHARE CAPITAL (Continued)

Repurchase of Own Shares (Continued)

Particulars of the shares repurchased are as follows:

R-_EETRF+_A=+—H

28. B (&)

BERSD (F)
BipBEEFRBMT

Number of

ordinary shares Purchase price Total
of HK$0.10 each BEER consideration
BR0.10EBTZ Highest Lowest paid
Month A % ZERRGEE -3 BIE BRE
‘000 HK$ HK$ HK$000
BT BT BT

2005 20054
May A A 420 1.71 1.62 711
September A 37,000 1.56 1.56 57,720
October + A 150 1.27 1.26 190
November +—A 96 1.22 1.22 117
December += A 80 1.23 1.23 98
37,746 58,836

The repurchases on the Stock Exchange were effected
by the directors pursuant to the mandate from
shareholders, with a view to benefiting shareholders
as a whole by the enhancement of the earnings per

share of the Company.

Other than above, none of the Company’s subsidiaries
purchased, sold or redeemed any of the Company's

listed securities during the year.

ZENBRXAMBELONEEERERRE
BMAT BENRRESARAERA
Mo RMEBEBEERRES -

B DA BRI - ROACEERE PO FEE T
BATGEEE « & LEE AL AT
&S -
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28. SHARE CAPITAL (Continued) 28.

Share Option Scheme

The Company’s share option scheme (the scheme) was
adopted on 21st December, 1995 for the primary
purpose of providing incentives to directors and eligible
employees, and had expired on 20th December, 2005.
Under the Scheme, options had been granted to
eligible employees, including directors of the Company
and its subsidiaries, to subscribe for shares in the

Company.

The following table discloses details of the Company’s

share options and movements in such holdings:

B (@)
B8 AR A B

ARRR—ANAFE+=ZA=+—H&K
mERERTEl ([5HEl])  EZEB®A
MEZKEEKEBREERD  FES
RZZBEZRF+_A_=_tHEmM - BIE
E - AARESeTREeERKES
(BEARAREMBARIZES)ET
RERRE -

TERHEBEADTBRE - ARBRIES
BHRED 2 HE -

Number of shares under options granted

BFERESRZROUE
Movements

Outstanding at during Outstanding at

1st January, the year 31st December,

2005 Exercised 2005

Subscription RZZBRF R-ZBZ1E

Granted to Date of grant Exercisable period price per share -A-H FR%® t—A=t-H

BF BFEH TR SRABE it K47 & i i K 47
HKS
Er

Directors 2nd January, 2002 1st January, 2004 — 11 600,000 — 600,000

=S “ZZ-"F—H-H 31st December, 2013

_ZIME-A-RHE
—F-=f+-A=1+-H
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At 31st December 2005 RZZEZERF+=_A=1+—H

28. B4 (4
o AR B ()

28. SHARE CAPITAL (Continued)

Share Option Scheme (Continued)

Number of shares under options granted
BFERESRZROHE
Movements
Outstanding at during Outstanding at

1st January, the year 31st December,

2004 Exercised 2004
Subscription R-ZZME R-ZZNE
Granted to Date of grant Exercisable period price per share -A-H FR%® t—A=t-H
BT il k3 SRAKE tef K A7 £ ik i R AT
HK$
BT
Directors 2nd January, 2002 1st January, 2004 — 1,300,000 (700,000) 600,000
EX “EE-F—HA-H  31st December, 2013
“ZTMWE—A—HZ
“E-=Z%tZA=+-H
Employees 2nd January, 2002 1st January, 2004 — 3,700,000 (3,700,000) =
E8 “ZFZ-F—H-H 31st December, 2013
“ZTME-A—-HZ
ZZ-=4+ZfA=1—H

5,000,000 (4,400,000) 600,000

No options were granted, cancelled, lapsed or forfeited
during the year ended 31st December, 2005 and 2004.

By the application of the transitional provisions in
HKFRS 2, the financial impact of the share options
granted is not recorded in the consolidated balance
sheet until such time when the options are exercised,
and no charge is recognised in the consolidated income
statement in respect of the value of options granted.
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 issued is recorded
by the Company in the share premium account.
Options which lapsed or are cancelled or forfeited prior
to their exercise date are deleted from the register of

outstanding options.

BE_ZTZMER_EERF+_A=

R E e

RIEBFAB ST ERE2RAVBIEEN
ERTZRBEENMBEZELREESR
EEERBRTE  EETEZEBER
% RARERBRETBREEED
FXRER B W R PR - RITEBR
B BT RN eAEECEARR
Bl BN - TR EEEE G ER
SLHENRARNRMOEERA - RITE
BRI - 08 R B R A BUR S E -
ZBRAE N RIT BB RCERMER -
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At 31st December 2005 RZZEZERF+=_A=1+—H

29. EEREEE (BE)

NTAREEER T BREEHBEE
RBERRBRTEZAFEZE

29. DEFERRED TAX ASSETS (LIABILITIES)

The following are the major deferred tax assets and
liabilities recognised by the Group and movements

thereon during the current and prior years:

Unrealised
profit on
intra-group
Accelerated transfer Other
Revaluation tax of assets  temporary
of depreciation £EAE differences
properties mE& EEEZ Hit Total
MEE BHEHE RERRA ERER &t
HK$'000 HK$'000 HK$'000 HK$°000 HK$'000
FAET FBT FAT FAT BT
At 1st January, 2004 RZZTWNFE—A—H
— as originally stated — [R5 (1,238) (1,909) 3,794 976 1,623
— effects of changes in —EHBE
accounting 2y e
policies (note 3) (Hiz3) 1,238 (2,003) — — (765)
— as restated —575 — (3,912) 3,794 976 858
Credit (charge) to income ~ RAFEE WA S
for the year A (k) — 1,013 (342) (316) 355
At 31st December, 2004 N ET N E
+-R=+-8 — (2,899) 3,452 660 1,213
Credit (charge) to income ~ RAFEE WA S
for the year A (k) — 8 (1,302) 397 (897)
At 31st December, 2005 RZZTHEF
+-R=+—H — (2,891) 2,150 1,057 316
2005 2004
—EERF —EENF
HK$’000 HK$'000
FET FAE T
Deferred tax assets FEFHTEE B 4,501 4,663
Deferred tax liabilities FEFR BB E (4,185) (3,450)

316 1,213
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At 31st December 2005

29.

30.

DEFERRED TAX ASSETS (LIABILITIES)
(Continued)

At 31st December, 2005, the Group had unused tax
losses of HK$38,060,000 (2004: HK$24,483,000)
available for offset against future profits. Deferred tax
assets have been recognised in respect of
HK$3,293,000 (2004: HK$1,856,000) of such losses.
No deferred tax asset has been recognised in respect
of the remaining HK$34,767,000 (HK$22,627000) due
to the unpredictability of future profit streams. Included
in unrecognised tax losses are losses of
HK$23,118,000 (2004: HK$18,653,000) that will expire
from 2006 to 2025. Other unused tax losses may be
carried forward indefinitely.

At 31st December, 2005, the Group had deductible
temporary differences of HK$53,415,000 (2004:
HK$66,242,000). Deferred tax assets have been
recognised in respect of HK$17,079,000 (2004:
HK$26,521,000) of such deductible temporary
differences. No deferred tax assets have been
recognised in respect of the remaining HK$36,336,000
(2004: HK$39,721,000) due to the unpredictability of
future profit streams.

RETIREMENT BENEFIT PLANS

The Group participates in both a defined contribution
scheme which is registered under the Occupational
Retirement Scheme Ordinance (the “ORSO Scheme”)
and a Mandatory Provident Fund Scheme (the “"MPF
Scheme”) established under the Mandatory Provident
Fund Ordinance. The assets of the schemes are held
separately from those of the Group, in funds under
the control of trustees.

The ORSO Scheme is funded by monthly contributions
from both employees and the Group, calculated at
5% of the employee’s basic salary.

For members of the MPF Scheme, the Group
contributes 5% of relevant payroll costs to the MPF
Scheme, which contribution is matched by the
employees.

29.

30.

R_ZTRAFE+_H=+—8H

ELEBREE (BB @)

TERF+_A=+—H ' ~&H
ﬁ%fiﬁﬁmrﬁiﬁﬂaﬁﬁ LA K 85 R 2R i 7l &
38,060,000 jt (= T T 4 &
24,483,000 70) - A BB BEZE
R 2 EERIEE E &3,293,0007 7T

—ZTPUL : 1,856,000/ L) c & T
/) 34,767,000 ;¢ (Z 2 T I F
22,627,000/ 70) * AR TREREEE R
Fom A 2 B Bt WIR ERERAEL
RIBEE - Hh R IEEARER ZHIEE
23,118,000 ;L (=T T M F
18,653,000/870) SR _EEFE
TRFEHE  EoRERBIEEEN
IR R4S o

RZZEERF+-_A=+—H A&KHE
T?D/ﬁxzaﬁﬁv%ﬁﬁ%,maooo%m
—TTPULEE : 66,242,000/ 7T) ° Bk
AR EREEERRCELEHIEE
E /17,079,000 L (ZZTZT W F
26,521,000 70) ° AR T A FE A E K

Bom A BE - MUk 8 T #936,336,000/%5
T (ZZ T4 : 39,721,000 7T) A 0

W2 HE £ R R B RRAE
EO
B AKE R ST E

REE SR A BRI B 5G] (T8
FRINGE]) B 2 TR RE BIA K
AR5 58 i) 1 A A8 & 7 8 15 B A 3L 2 98

EHEE

MAEEE ([RESFE]) - %F
AECEERAKRENEESREAR

FRRERAZHZESA -

BEEAERESERAKESZESR
EARFHE25%FELE A HKMERE -

REEFTEKEMS - AREIZRERH
3B AX AR 2 6% 58 T8 & 51 8l 4
oo R EES AR -
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At 31st December 2005

30. RETIREMENT BENEFIT PLANS (Continued)

31.

According to the relevant laws and regulations in the
PRC, the subsidiaries in the PRC are required to
contribute a certain percentage of the salaries and
wages of their employees to the retirement benefit
schemes to fund the retirement benefits of their

employees.

Where there are employees who left the ORSO
Scheme prior to vesting fully in the contributions, the
contributions payable by the Group are reduced by
the amount of forfeited contributions. No forfeited
contributions were utilised in this manner during the
year. At 31st December, 2005, there were no forfeited
employer’s contributions available to reduce the
contributions payable in future years (2004: Nil).

RZZEZERF+=_A=1+—H

30. RKBERIFT & @)

RIETBEZEER - TENBRRA
BEHEe R TENET B LLAERKE
MEF B - AR R B O RIKER] o

1 5 (B B M R 2 BUR MR F P A BB
PR RIRET 8 - R Mz & EHIR
AEBZEMNER - RAFERA - L E
BRBHFARERE - R_FFTAF+
“A=t+—HB  IEERUENEIHRK
AARMBRRKNENER (CFFTD
FE) -

OPERATING LEASES 31. KEAY
The Group as Lessee REBAEBAA
2005 2004
—EERF —EENF
HK$’000 HK$'000
FET FAET
Lease payments paid under BIE L REF
operating leases in respect AT A
of land and buildings Btz 2,296 3,177
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At 31st December 2005 RZZEZERF+=_A=1+—H

31. OPERATING LEASES (Continued) 31.

The Group as Lessee (Continued)

At the balance sheet date, the Group had
commitments for future minimum lease payments
under non-cancellable operating leases in respect of

buildings which fall due as follows:

REHEN @)
AEBREBEA (8)

REER - REEREBR TIIHRE
MZEF A HEGEHENZ BR&EE
HEAEWT :

2005 2004

HK$’000 HK$'000

FET FAET

Within one year —F R 2,604 2,285
In the second to FE_FERF

fifth year inclusive (BREEEMT) 5,395 1,381

7,999 3,666

Operating lease payments represent rentals payable
by the Group for overseas offices and warehouses.
Leases are negotiated for an average term of two to

three years and rentals are fixed during such period.

The Group as Lessor

Property rental income earned during the year was
HK$391,000 (2004: HK$376,000). The properties held

have committed tenants for two years.

At the balance sheet date, the Group had contracted
with tenants for the following future minimum lease

REMNESREAKRERBIMNERE
ERRMNzES - HOHRFHEAR
E-FER MRLABEIES9E

AEER/HBEA

FRBE 2 WERS WA AE391,000%
T (ZZZTMME : 376,000 7T) © 2%
FrmEmMARAR  mMAHARE -

REEH  AEBEBARTIY A4 @ &
BexEHALHOT :

payments:

2005 2004
—ZERF —ZTNF
HK$000 HK$'000
FET FAETT
Within one year —F R 213 391

In the second to fifth B =z A
year inclusive (BiEERME) - 228

213 619
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R_ZTRAFE+_H=+—8H

32. CAPITAL COMMITMENTS 32. BEAXREILE

2005 2004
—ETRE —TTNEF
HK$’000 HK$'000
FET FAET

Capital expenditure in respect B RLBEREEZ

of the acquisition of property, BEWE  BE

plant and equipment HBEBERAERX

contracted but not provided for 12,808 22,619

33.

34.

MATERIAL RELATED PARTY

TRANSACTIONS

The emoluments of key management are presented

in note 12.

COMPANY'S BALANCE SHEET

3. EXNEEXRS

FEEBABZEHFMAME125TR -

3. AREERERX

2005 2004
HK$’000 HK$ ‘000
FET FAETT

Non-current Assets IRBEE
Investments in subsidiaries Txﬁﬁ”ﬁ%@ﬁ 107,146 107,146
Amount due from a subsidiary & Ui B A & ZX B - 169,720
107,146 276,866

Current Assets REEE
Amounts due from subsidiaries & U it B A & & 172,226 63,285
Deposits and prepayments e RIENFE 225 220
Tax recoverable Al R @] £ 18 193 —
Bank balances and cash RITEF LIRS 1 53
172,645 63,558
Current Liabilities mE B8 E

Creditors and accruals JERERBEREGE A 223 258
Tax liabilities HIBEEE — 164
223 422
Net Current Assets REBEEFE 172,422 63,136
279,568 340,002

Capital and Reserves EXR#E
Share capital fi% 7 33,397 37,171
Share premium AR 19 % (B 98,757 133,902
Capital redemption reserve =N R 5,902 2,128
Contributed surplus BEHAH® 100,635 100,635
Retained profits B 17 ) 7l 40,877 66,166
279,568 340,002




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
=Wl Ak

93

At 31st December 2005 RZZEZERF+=_A=1+—H

35. PARTICULARS OF SUBSIDIARIES 35. B R AIRF1E

KTAR-BBEET-A=+-BAx
SHBATZHE - REBIEH - %
2 7 2 40 8 5 3 R A S 3

Details of the principal subsidiaries at 31st December,
2005 which are operating in the place in which they
are incorporated or registered, unless otherwise

indicated, are as follows: BB
Place/ Paid-up
country of issued/
incorporation registered
or registration capital
Name of subsidiary AL BRTRE Principal activities
il R T BER &t it & 2K TEXK
Wholly-owned subsidiary directly held:
EEZEREMEAR
RBI International Investment British Virgin Ordinary Investment holding and
Limited Islands US$30,000 trading of securities
REBELZEE Eim % BREERRELHEE
30,0003 7T
Wholly-owned subsidiaries indirectly held:
BE2EREFHBARA :
Dongguan Tai Fat Toy Factory Ltd. The PRC Registered Manufacture and sale
(a foreign wholly-owned H HK$36,800,000 of toys
enterprise) S ER HERHETA
REAREBETABERAA 36,800,000/ 7T
(2B EIRERE)
Dongguan Tungfat Toy Factory Co. Ltd.  The PRC Registered Manufacture and sale
(a foreign wholly-owned enterprise) H HK$55,670,000 of toys
REREMAHERADA A& AR RERHEERA
(2EIBRERE) 55,670,000/ T
Motormax Industries (Heyuan) Ltd. The PRC Registered Manufacture and sale
(a foreign wholly-owned enterprise) HK$30,000,000 of toys
REBEXCIR) BRAA FMER SERHEM A
(2EIBRERE) 30,000,000 7T
Motormax Toy Factory Limited Hong Kong Ordinary Trading of toys
RETABERAA B HK$100,000 BEEMA
=Rl

100,000 7T
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35. PARTICULARS OF SUBSIDIARIES (continued)  35. Mi & 2 Rl=E1E (&)

Place/ Paid-up

country of issued/

incorporation registered

or registration capital
Name of subsidiary M AL BRTRE Principal activities
il R T BER &t it & 2K TEXK
Wholly-owned subsidiaries indirectly held: (Continued)
MELERAWEAR @ (&)
RBI Industries (Shenzhen) Co. Ltd. The PRC Registered Manufacture and sale

(a foreign wholly-owned enterprise) HK$46,000,000 of toys

MEEX(CRY)BERAA AR SERHER A

(ZEIERERE) 46,000,000/ 7T
RBI Toys Inc. United States Common Stock Trading of toys
of America US$10,000 EEBEmMA
E B =l
10,0003 7T
Red Box Toy Factory Limited Hong Kong Ordinary Design, trading and
AEmERBRAF BE HK$1,000 marketing of toys and
Non-voting investment holding
deferred it EBEH
HK$12,000,000 KHITA R
=Rl KEZER
1,000/ 7T
ERERELTR O
12,000,0007% 7T
Tai Fat Toy Factory (China) Limited Hong Kong Ordinary Manufacture and sale
ARETTAR (FE) BRAF M &5 HK$2,900,000 of toys
Non-voting BERHEE
deferred (@ A
HK$5,100,000
ik
2,900,0007% 7T
EREREER @

5,100,000/% 7T
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At 31st December 2005

35. PARTICULARS OF SUBSIDIARIES (Continued)

(i) Operating principally in Hong Kong.
(i)  Operating principally in the PRC.

(iii)  The non-voting deferred shares, which are held by RBI
International Investment Limited, practically carry no
rights to dividends or to receive notice of or to attend
or vote at any general meetings of the respective
companies or to participate in any distributions on
winding up.

None of the subsidiaries had any debt securities
outstanding during the year and at the end of the

year.

— ==

EF+=ZA=+—H

35. B A RFEE @)

(i)

(ii)

(iii)

TERERREE

TERPEESE

ZEBEKREREIEZR{D B RBI
International Investment Limited#f
B FARERMEES LI & KE
EHERRIZIRE  MEEEKEBEA
AlZERRRAE 2REIHERH
AEIRELERE MEARESR
B TEEZEEM[MDIK °

Y 8 2 B F A R F R B A E AR

N o
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