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Notes to the Consolidated Financial Statements
e R

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

GENERAL 1. —R=B1E

The Company was incorporated in the Cayman RAREREHBRIERSHSATAT
Islands under the Companies Law of the Cayman MR —REREBE AT -ANRFH—HE
Islands as an exempted company. The Company is a NRBRAR] ERHDEEBME X5
public limited company with its shares listed on The BRAR ([BERRAT]) £ KA Rl e
Stock Exchange of Hong Kong Limited (the "SEHK"). EERE BB i AERR [ — AR
The addresses of the registered office and principal BR] —HiREE

place of business of the Company are disclosed in

the section headed “General Information” to the

annual report.

The consolidated financial statements are FRMBHRRABIT2H MEBETHAR
presented in Hong Kong dollars, which is also the NE 2L E -

functional currency of the Company.

The Company acts as an investment holding RARTREER AR EWB AT 2 E
company. Its subsidiaries are principally engaged in BEEBREERHE R R BB~

the business of manufacture and sale of liquid (TLCD)) Em Kk EFHEEMR  B23& MP3
crystal display ("LCD") products and electronic B S ER B TRIREFE M-
consumer products including MP3 players,

calculators, electric toothbrush and electronic

components.

APPLICATION OF NEW AND REVISED 2, A RAEIEFT BRI BR

HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has applied, for the
first time, a number of new standard, amendment
and interpretations ("new HKFRSs") issued by the
Hong Kong Institute of Certified Public Accountants
(the "HKICPA") which are either effective for
accounting periods beginning on or after 1
December 2005 or 1 January 2006. The adoption of
the new HKFRSs had no material effect on how the
results and the financial position for the current or
prior accounting periods have been prepared and
presented. Accordingly, no prior period adjustment
has been required.

The Group has not early applied the following new
standards, amendment or interpretations that have
been issued but are not yet effective. The directors
of the Company are in the process of assessing the
potential impact and so far concluded that the
application of these new standards, amendment or
interpretations will have no material impact on the
results and the financial position of the Group.
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Notes to the Consolidated Financial Statements
e R

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

2. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKAS 1 (Amendment] Capital Disclosures'

HKFRS 7

HKFRS 8
HK(IFRIC) - Int 7

HK(IFRIC) - Int 8
HKI(IFRIC) - Int 9
HKI(IFRIC) - Int 10

HKI(IFRIC) - Int 11

HKIIFRIC) - Int 12

Financial Instruments:
Disclosures'

Operating Segments?

Applying the Restatement
Approach under HKAS 29
Financial Reporting in
Hyperinflationary
Economies®

Scope of HKFRS 2¢

Reassessment of Embedded
Derivatives®

Interim Financial Reporting
and Impairment?

HKFRS 2 - Group and
Treasury Shares
Transactions’

Service Concession

Arrangements®

Effective for annual periods beginning on or after 1 January 2007
Effective for annual periods beginning on or after 1 January 2009
Effective for annual periods beginning on or after 1 March 2006
Effective for annual periods beginning on or after 1 May 2006
Effective for annual periods beginning on or after 1 June 2006
Effective for annual periods beginning on or after 1 November 2006
Effective for annual periods beginning on or after 1 March 2007
Effective for annual periods beginning on or after 1 January 2008

SIGNIFICANT ACCOUNTING POLICIES
The consolidated financial statements have been
prepared on the historical cost basis.

® N o oo A W oN o

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

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and
entities controlled by the Company (its subsidiaries).
Control is achieved where the Company has the
power to govern the financial and operating policies
of an entity so as to obtain benefits from its
activities.
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SIGNIFICANT ACCOUNTING POLICIES 3.
[continued]

Basis of consolidation (continued)

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.

Where necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with those used by
other members of the Group.

All inter-company transactions and balances within
the Group have been eliminated on consolidation.

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable and represents
amounts receivable for goods provided in the
normal course of business, net of discounts and
sales related taxes.

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.

Rental income from operating leases is recognised
in the consolidated 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 recognised as an
expense on a straight-line basis over the lease
term.
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Notes to the Consolidated Financial Statements

e SRR

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES
[continued)
Goodwill
Goodwill arising on an acquisition of a subsidiary for
which the agreement date is before 1 January 2005
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 capitalised
goodwill arising on acquisitions, the Group has
discontinued amortisation from 1 January 2005
onwards, and such goodwill is tested for
impairment annually, and whenever there is an
indication that the cash generating unit to which the
goodwill relates may be impaired.

Capitalised goodwill arising on an acquisition of a
subsidiary is presented separately in the
consolidated balance sheet.

For the purposes 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 consolidated income
statement. An impairment loss for goodwill is not
reversed in subsequent periods.

On subsequent disposal of a subsidiary, the
attributable amount of goodwill capitalised is
included in the determination of the amount of
profit or loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES
[continued]

Interests in associates

An associate is an entity over which the investor has
significant influence and that is neither a subsidiary
nor an interest in a joint venture.

The results and assets and liabilities of associates
are incorporated in these consolidated financial
statements using the equity method of accounting.
Under the equity method, investments in associates
are carried in the consolidated balance sheet at cost
as adjusted for post-acquisition changes in the
Group’s share of the net assets of the associate,
less any identified impairment loss. When the
Group’s share of losses of an associate equals or
exceeds its interest in that associate, the Group
discontinues recognising its share of further losses.
An additional share of losses is provided for and a
liability is recognised only to the extent that the
Group has incurred legal or constructive obligations
or made payments on behalf of that associate.

Where a group entity transacts with an associate of
the Group, profits and losses are eliminated to the
extent of the Group's interest in the relevant
associate.

Property, plant and equipment

Property, plant and equipment, other than
properties under development, are stated at cost
less accumulated depreciation and any identified
impairment losses.

Buildings in the course of development for
production are carried at cost, less any identified
impairment losses. Depreciation of these assets, on
the same basis as other property within property,
plant and equipment, commences when the assets
are ready for their intended uses.

Buildings are depreciated over the shorter of their
useful lives or the terms of respective leases.

Depreciation is provided to write off the cost of
property, plant and equipment, other than buildings
and properties under development, over their
estimated useful lives, and after taking into account
of their estimated residual value using the reducing
balance method.
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Notes to the Consolidated Financial Statements

e SRR

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

3. 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 year in which
the item is derecognised.

Prepaid lease payments

The prepaid lease payments represent upfront
payment for land use rights and leasehold land are
initially recognised at cost and released to income
statement over the lease term on a straight-Lline
basis.

Intangible assets

Intangible assets with finite useful lives are carried
at costs less accumulated amortisation and any
accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is provided
on a straight-line basis over their estimated useful
lives.

Gains or losses arising from derecognition of an
intangible asset are measured at the difference
between the net disposal proceeds and the carrying
amount of the asset and are recognised in the
consolidated income statement when the asset is
derecognised.

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 any
accumulated impairment losses.
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SIGNIFICANT ACCOUNTING POLICIES
[continued]

Intangible assets (continued)

Research and development expenditure
[continued)]

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

Subsequent to initial recognition, internally-
generated intangible asset is reported at cost less
accumulated amortisation and accumulated
impairment losses, on the same basis as intangible
assets acquired separately.

Trademarks

Costs incurred in the registration of trademarks are
capitalised and amortised on a straight-line basis
over their estimated useful lives.

Impairment (other than goodwill)

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.

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.

Inventories

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

3.
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Notes to the Consolidated Financial Statements

e SRR

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3.
[continued)
Financial instruments
Financial assets and financial liabilities are
recognised on the consolidated balance sheet when
a group entity becomes a party to the contractual
provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair
value. Transaction costs that are directly
attributable to the acquisition or issue of financial
assets and financial liabilities (other than financial
assets and financial liabilities at fair value through
profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities,
as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value
through profit or loss are recognised immediately in
profit or loss.

Financial assets

The Group's financial assets are classified into
either loans and receivables or available-for-sale
financial assets. All regular way purchases or sales
of financial assets are recognised and derecognised
on a 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
marketplace. The accounting policies adopted in
respect of each category of financial assets are set
out below.
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SIGNIFICANT ACCOUNTING POLICIES
[continued]

Financial instruments (continued)

Financial assets (continued)

Loans and trade receivables

Loans and receivables 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 (including trade and other
receivables, amount due from an associate and
bank balances) 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.
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Notes to the Consolidated Financial Statements

e SRR

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES
[continued)
Financial instruments (continued)
Financial assets (continued)
Available-for-sale investments
Available-for-sale investments are non-derivatives
that are either designated or not classified as
financial assets at fair value through profit or loss,
loans and receivables or held-to-maturity
investments. At each balance sheet date
subsequent to initial recognition, for available-for-
sale equity investments that do not have a quoted
market price in an active market and whose fair
value cannot be reliably measured, they are
measured at cost less any identified impairment
losses at each balance sheet date subsequent to
initial recognition. An impairment loss is recognised
in profit or loss when there is objective evidence
that the asset is impaired. The amount of the
impairment loss is measured as the difference
between the carrying amount of the asset and the
present value of the estimated future cash flows
discounted at the current market rate of return for a
similar financial asset. Such impairment losses will
not reverse in subsequent periods.

Financial liabilities and equity

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.

The Group's financial liabilities, including trade and
other payables and bank borrowings, are
subsequently measured at amortised cost, using
the effective interest method.

Borrowing costs

All borrowing costs are recognised as and included
in finance costs in the consolidated income
statement in the period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES
[continued]

Government grants

Government grants are recognised as income over
the periods necessary to match them with the
related costs. Grants related to depreciable assets
are presented as deferred income and are released
to income over the useful lives of the assets. Grants
related to expense items are recognised in the same
period as those expenses are charged in the
consolidated income statement and are reported
separately as other income.

Leasing

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 consolidated 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 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-Lline
basis.

Taxation
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 profit as
reported in the consolidated income statement
because it excludes items of income or expense that
are taxable or deductible in other years, and it
further excludes 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.
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For the year ended 31 December 2006
BE—TEF _A=+—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES
[continued)
Taxation (continued]
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 and associates, 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 profits 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 consolidated 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.
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A

SIGNIFICANT ACCOUNTING POLICIES
[continued]

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.

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary
items, are recognised in profit or loss in the period
in which they arise.

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 [(i.e. Hong
Kong dollars] 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 fluctuate
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 exchange reserve). Such exchange
differences are recognised in profit or loss in the
period in which the foreign operation is disposed of.

Retirement benefit costs

Payments to the defined contribution retirement
benefit schemes are charged as an expense as they
fall due.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2006
BE—TEF _A=+—HIFE

3.

SIGNIFICANT ACCOUNTING POLICIES
[continued)

Equity-settled share-based payment transactions
The fair value of services received determined by
reference to the fair value of share options granted
on or after 1 January 2005 is expensed on a
straight-line basis over the vesting period, with a
corresponding increase in equity (share option
reserve). In relation to share options granted before
1 January 2005, the Group chooses not to apply
HKFRS 2 with respect to share options granted on
or before 7 November 2002 and vested before 1
January 2005.

At each balance sheet date, the Group revises its
estimates of the number of options that are
expected to ultimately vest. The effect of the change
in estimate, if any, is recognised in income
statement with a corresponding adjustment to
share option reserve.

At the time when the share options are exercised,
the amount previously recognised in share option
reserve will be transferred to share premium. When
the share options are forfeited or are still not
exercised at the expiry date, the amount previously
recognised in share option reserve will be
transferred to retained profits.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting
policies, management makes various estimates and
judgments (other than those involving estimates)
based on past experience, expectations of the future
and other information. The key source of estimation
uncertainty and the critical judgment that can
significantly affect the amounts recognised in the
consolidated financial statements within the next
financial year are disclosed below:

Impairment of intangible assets

Determining whether intangible assets are impaired
requires an estimation of the value in use of the
cash-generating units. The value in use calculation
requires the Group to estimate the future cash flows
expected to arise from the cash-generating unit and
a suitable discount rate in order to calculate the
present value. Where the actual future cash flows
are less than expected, a material impairment loss
may arise.
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5. FINANCIAL INSTRUMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s major financial instruments
include equity investments, bank borrowings,
amount due from an associate, trade and other
receivables, bank balances and cash, and trade
and other payables. Details of these financial
instruments are disclosed in respective notes.
The risks associated with these financial
instruments and the policies on how to
mitigate these risks are set out below. The
management manages and monitors these
exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Market risk

Currency risk

The Group have foreign currency sales and
purchases and certain borrowings of the Group
are denominated in foreign currencies, and the
majority of the bank balances are denominated
in foreign currencies (comprising United States
dollars and Japanese Yen) which expose the
Group to foreign currency risk.

The Group currently does not have a foreign
currency hedging policy. However, the
management monitors foreign exchange
exposure and will consider hedging significant
foreign currency exposure should the need
arises.

Interest rate risk

The Group’s cash flow interest rate risk relates
to floating-rate bank borrowings for details of
these borrowings [see note 26). The Group's
fair value interest rate risk relates primarily to
fixed-rate short-term bank fixed deposits. The
Group currently does not have an interest rate
hedging policy. However, the management
monitors interest rate exposure and will
consider hedging significant interest rate
exposure should the need arises. The fair value
of the Group’s bank balances is approximate to
the carrying amount as the fixed deposits are
short-term.
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5. FINANCIAL INSTRUMENTS (continued]

a. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)
Credit risk
The Group’s principal financial assets are bank
balances and cash, trade and other
receivables, amount due from an associate and
available-for-sale investments. The Group's
maximum exposure to credit risk in the event
of the counterparties failure to perform their
obligations at 31 December 2006 in relation to
each class of recognised financial assets is the
carrying amount shown in the consolidated
balance sheet.

The credit risk on liquid funds is limited
because the counterparties are banks with
high credit-ratings assigned by international
credit-rating agencies.

The Group’s credit risk is primarily attributable
to its trade and other receivables. The amounts
presented in the balance sheet are net of
allowances for doubtful receivables.

[n order to minimise the credit risk, the
management of the Group has delegated a
team responsible for determination of credit
limits, credit approvals and other monitoring
procedures to ensure that follow-up action is
taken to recover overdue debts. In addition, the
Group reviews the recoverable amount of each
individual trade debt at each balance sheet
date to ensure that adequate impairment
losses are made for irrecoverable amounts. In
this regard, the directors of the Company
consider that the Group’s credit risk is
significantly reduced.

The Group’s concentration of credit risk by
geographical locations is mainly in the PRC.
The Group has no other significant
concentration of credit risk, with exposure
spread over a number of counterparties and
customers.
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5. FINANCIAL INSTRUMENTS (continued)

b. FAIR VALUE
The fair value of financial assets and financial
liabilities are determined in accordance with
generally accepted pricing models based on
discounted cash flow analysis using prices
from observable current market transactions.
The directors consider that the carrying
amounts of financial assets and financial
liabilities in the consolidated financial
statements approximate their fair values.

REVENUE

Revenue represents the net proceeds received and
receivable on the sale of goods during the year, and
is analysed as follows:
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2006 2005

—EEXRF —ETRF

HK$°000 HK$'000

FBT FET

Sales of LCD products HE RIS F RS E M 4,403,989 4,389,588
Sales of electronic HEETHEBER

consumer products 119,837 184,491

4,523,826 4,574,079

BUSINESS AND GEOGRAPHICAL
SEGMENTS

Business segments

For management purposes, the Group is currently
organised into two operating divisions - LCD
products and electronic consumer products. These
divisions are the basis on which the Group reports
its primary segment information.

Principal activities are as follows:
manufacture and

distribution of LCD
products

LCD products -

manufacture and
distribution of electronic
consumer products

Electronic consumer -
products
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Notes to the Consolidated Financial Statements
e R

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

7. BUSINESS AND GEOGRAPHICAL 7. ¥EXRMWESE @)
SEGMENTS (continued)
Business segments [continued) ESVSE NG
Segment information about these businesses is ILEEB 2 SEERE50T
presented below:
For the year ended 31 December 2006 BE-_ZZXF+=-HA=+—H
IHFE
Electronic
LCD consumer
products products
BRE ETHE Consolidated
RBREREMD Em o)
HK$’000 HK$’000 HK$’000
FET FET FHET
REVENUE &=
External sales HNEH 4,403,989 119,837 4,523,826
RESULT ES
Segment result WAk E 634,489 2,138 636,627
Unallocated corporate income KA B Z2AFWA 62,089
Unallocated corporate expenses %At 2 A 7)%E A (11,433)
Share of loss of an associate FE(G —SEG &
NEIEE - (334) (334)
Finance costs W58 (35,766)
Profit before taxation R Bl A 651,183
Income tax expense FEHi < (119,137)
Profit for the year REZ A 532,046
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BUSINESS AND GEOGRAPHICAL

SEGMENTS (continued)

Business segments [continued)

As at 31 December 2006

7. ¥BEMEIE @
¥B5E B

R-BBAE+-A=t—H

BALANCE SHEET EEAEX
Electronic
LCD consumer
products products
RaE EFHE  Consolidated
BRRER Em oy
HK$'000 HK$'000 HK$'000
FHET FiEx FiEx
ASSETS BE
Segment assets DEEE 2,760,259 291,523 3,051,782
Interest in an associate —REENR 2 ER - 838 838
Available-for-sales investment ~ AIEHERE 10,500
Deferred tax assets BRERIBEE 836
Amount due from an associate JEU — KB & A R FUE - 352 352
Tax recoverable EEEEE 11,592
Unallocated corporate assets AOMZAREE 1,018,641
Consolidated total assets e EERRE 4,094,541
LIABILITIES =1
Segment liabilities HEAE 825,656 38,132 863,788
Tax liabilities HEEE 51,308
Deferred tax liabilities FEFIAEE 38,905
Unallocated corporate liabilities ~ AAERZAE&E 774,538
Consolidated total liabilities HABERRE 1,728,539
OTHER INFORMATION HuiaEdR
Electronic
LCD consumer
products products
R ZE7HE Unallocated Consolidated
BRBRER ER Ao oy
HK$'000 HK$'000 HK$°000 HK$'000
FHET FiEx FHET FiEx
Capital additions EMER 771,564 60,116 - 831,680
Depreciation and amortisation WE RS 151,777 34,843 - 186,620
Loss on disposal/write-off of HE iEmE-
property, plant and s K%t
equipment ZE#E 28 443 - WM
Share based payments PARR (D B AR 2 3R - - 10,000 10,000

BREBARAR « —FTREEH
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For the year ended 31 December 2006
BE—TEF _A=+—HIFE

7. BUSINESS AND GEOGRAPHICAL
SEGMENTS (continued)
Business segments (continued)

For the year ended 31 December 2005

7. ¥BEMEIE @
¥B5E @)

BE-SPRE+-AS+—HIFRE

Electronic
LCD consumer
products products
REREE EFHE Consolidated
FUREREmn EEmn SNy
HK$ 000 HK$ 000 HK$ 000
FHT FAET FAET
REVENUE Wz
External sales HNEE 4,389,588 184,491 4,574,079
RESULT E4
Segment result DR 836,975 23,725 860,700
Unallocated corporate income KA B Z AFUWA 16,139
Unallocated corporate expenses KA B Z AR E A (1,092)
Impairment loss on available- ~ AJ[EHE®REZ
for-sale investments RIEEE (7,800) - (7,800)
Impairment loss on property, W BEMEEZ
plant and equipment BIEER - (6,377) (6,377)
Share of loss of an associate FE(h— K& N RS 1E - (382] (382)
Finance costs B %& A (19,683)
Profit before taxation BRA50 A o A 841,505
Income tax expense FEHi < (139,457)
Profit for the year REZ A 702,048
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BUSINESS AND GEOGRAPHICAL

SEGMENTS (continued)
Business segments [continued)

As at 31 December 2005

7. ¥BERHES

EBo R (&)

o8 (@)

R=FEZAF+_HA=+—H

BALANCE SHEET EEAEX
Electronic
LCD consumer
products products
R ea e E7HE Consolidated
BRI Em Em A
HK$ 000 HK$ 000 HK$ 000
FET FET FET
ASSETS BE
Segment assets HEEE 2,308,919 266,910 2,575,829
Interest in an associate —REE N A 2B = 1,086 1,086
Deferred tax assets R IEE B 415
Amount due from an associate B —FREEE N RIFIE = 447 447
Tax recoverable AW B FEIE 1,967
Unallocated corporate assets KA ZAAIEE 848,436
Consolidated total assets HEBER 3,428,180
LIABILITIES af&
Segment liabilities DIEEE 883,006 38,527 921,533
Tax liabilities HIEAE 98,728
Deferred tax liabilities EEIBEE 38,150
Unallocated corporate liabilities FAEZARIBE 431,724
Consolidated total liabilities SEBERE 1,490,135
OTHER INFORMATION HipEw
Electronic
LCD consumer
products products
R ea e EFHE Consolidated
FARESEm Em A
HK$ 000 HK$ 000 HK$ 000
FET FET FET
Capital additions TINE AR 435,444 60,320 495,764
Depreciation and amortisation 378 K #k 134,775 26,384 161,159
Loss on disposal/write-off of HE,MEH -
property, plant and BB K&z B A
equipment - 4,197 4,197

BEREBARAR « ZETXEER
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For the year ended 31 December 2006
BE—TEF _A=+—HIFE

7. BUSINESS AND GEOGRAPHICAL 7. ¥KRMBESE @
SEGMENTS (continued)
Geographical segments HhEDE
The Group’'s manufacturing operation is located in REBE 7 BUEEBUNP R HE Ri5
the PRC. The sales and marketing functions are HEEEBRICIN T X252 A HE
located at all reportable segments as listed below.
The revenue of the Group, analysed by location of RNEBIRE P IE D 8 ST 2 W 1n
customers, is as follows: ™
Revenue by
geographical segments
RivE D EE D Z W
2006 2005
ZBEARF —EERF
HK$’000 HK$'000
FHET FET
PRC A 3,620,501 3,433,919
South Korea 2L 226,908 587,569
Japan =N 125,054 175,194
Hong Kong BB 212,317 147,980
Europe &M 206,404 119,132
Others Efth 132,642 110,285
4,523,826 4,574,079
The following is an analysis of the carrying amount T RIREEMEMR DT D BEER
of segment assets, and additions to property, plant HEARRE 2 W% = R RE AR E
and equipment and intangible assets, analysed by FEEE:
the geographical area in which the assets are
located:
Additions to

property, plant
and equipment

Carrying (including deposits)

amount of and intangible assets
segment assets ME-RERRE (BFERSE)

PREEREE UREREEZRE
2006 2005 2006 2005
“EBEXRE _TThE ZEBBEXRE —TThHF
HK$’000 HK$ 000 HK$’000 HK$ 000
FET FAxT FET FAET
PRC A 2,098,071 2,031,590 825,275 494,752
Hong Kong B 1,928,719 1,347,565 6,368 915
Europe B 7,336 20,086 17 15
Others EAth 36,297 25,024 20 82
4,070,423 3,424,365 831,680 495,764
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8. OTHER INCOME 8. HulgA
2006 2005
—EERF —FTRF
HK$’000 HK$ 000
FHET T
Interest income FEMA 20,546 14,536
Tax refund on reinvestment EHRE 2R N
(note) (P3E) 38,849 =
Rental income FALWA 2,694 1,603
Gain on disposal of prepaid E RN E B R
lease payments 2,191 =
Exchange gains Rl 4,863 =
Forfeited deposits from wEFRKZ S
customers 4,647 -
Government grants IEg/np==t 629 1,856
Compensation income ERKA - 1,509
Subcontracting income SN - 1,636
Scrap sales HE EER - 1,446
Others HAth 4,706 4,852
79,125 27,438
Note: Pursuant to the relevant laws and regulations in the PRC, MisE: RIERBR SRERRER AQARZH

one of the Company’'s PRC subsidiaries, {E7- &8 HR A
A, is entitled for the tax refund on the reinvestment on its
share of profit. In current year, the income tax previously
paid on the amount of reinvestment by this subsidiary has
fully refunded back to the immediate holding company of
this PRC subsidiary.

9. FINANCE COSTS

MBRARMSH - ERAERAREEN
HEME M EREIRE 2 TR K A
FREN AR UHE A B EHIRE
ZFSHERERMLHEMBARZE

BERAR

9. MKEHR

2006 2005
—EEAREF —EERF
HK$’000 HK$ 000
TER FA&TT
Interest on: B

Bank borrowings wholly ARTFAZEEEREZ
repayable within five years wITEE 35,766 19,466
Finance leases A E AR A - 217
35,766 19,683

FEREBARAR « ZETXEER
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BE—TEF _A=+—HIFE

10. INCOME TAX EXPENSE

10. FRAEBiZH

2006 2005
ZEERF —ZEThEF
HK$’000 HK$'000
FERT FHT
Current tax: AREARIE -
Hong Kong BB 35,949 50,697
PRC H 82,361 73,661
Other jurisdictions HAth r) A= 360 254
118,670 124,612
Under (over) provision in NEFERETR
prior years: (EBFERR)
Hong Kong B 133 (4,850)
PRC A - 1,330
133 (3,520)
Deferred tax (note 27): EIERI IR (MI3EEE2718) ¢
Current year REE 334 18,365
Income tax expense for the year ANEEFSHITH 119,137 139,457

Hong Kong Profits Tax is calculated at 17.5% (2005:
17.5%) of the estimated assessable profit for the
year. Income tax arising in PRC and other
jurisdictions is calculated at the rates prevailing in
the relevant jurisdictions.

Pursuant to the relevant laws and regulations in the
PRC, one of the Company’s PRC subsidiaries, {57
FEEEHPR /AT, is entitled to exemption from PRC
enterprise income tax for the first two years
commencing from its first profit-making year of
operation and thereafter, this PRC subsidiary will be
entitled to a 50% relief from PRC enterprise income
tax of 24% for the following three years starting
from 2003.
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10. INCOME TAX EXPENSE (continued) 10. FRIBBiZH (@)
The tax charge for the year can be reconciled to the REF 2 BIAX H AR A ek 2 BB AT
profit before taxation per the consolidated income A2 BRI -

statement as follows:

2006 2009
SREAR “FEnf
PRC HK Total PRC HK Total

HK$000 HK$'000 HK$'000 HK$ 000 HK$ 000 HK$ 000
HE Bt 1 hE &% L
TEn TEn TEn TEL TEL TEL

Profit before taxation eI 513,417 137,766 651,183 602,813 238,692 841,505
Applicable income tax rate BRMEHE 2% 17.5% 2T 175%
Tax at the applicable income BREBRFEHE

tax rate HEWA L 138,623 24,109 162,732 162,760 AW 204,531
Tax effect of share of results FEle— %5’?%’&7

of an associate L3 W5 - 58 58 - 67 67
Tax effect of expenses not AUHRZEZ

deductible for tax purpose hhzE - 12,937 12,937 - 4,099 4,099
Taxeffect of income not AARBIAZ

taxable for tax purpose il 7 - (3,601 (3,401 - (2321) 2321)
Under{overlprovision in NEEERETR

respect of prior year (BEER) - 133 133 1330 (4,850) (3520)
Tax effect of tax losses AEARBEEL

not recognised finze 560 1,353 1,913 4,090 479 4769
Tax effect of other deductible REEREL AT

temporary differences EHEEL

not recognised fikze - - - 1,371 - 1371
Tax effect of utilisation of tax BENERRDL

losses previously not it 3=

recognised hhzE - (75) (75) (1,187) (8] (1,195)
Tax effect of utilisation of YRNEREDL

deductible temporary AMREREEL

differences previously ils 7

not recognised - (283) (283) - - -
Fifect of tax concession granted  REINBAAER

toa PRC subsidiary hikEz 72 (55,306 - (55,306 (87,897 - (87,897

Effect of cessation of concessionary & 1EUERHZ:HE
rate of Hong Kong Profits Tax BT RHYE

on opening deferred ELfaaf
tax liability (note) 72 () - - - - 19,474 19,474
Others i (260) 689 ] 153 (74) 79
Tax expense for the year AEERIALH 83,617 35,520 119,137 80,620 58,837 139,457
Note: In previous years, for Hong Kong Profits Tax purposes, one fizk: RNBEEE SEREENEHM S A
of the Company’s subsidiaries had been claiming that 50% ARIEF—RHEA R RIBELI50%ME
of its assessable profit attributable to its manufacturing B A TR B R Zﬁ‘%?’ﬁ%%'ﬁﬁ(%
operation in the PRC as offshore in nature and non- HrEHERETRE -EF 2MEBA
taxable. In prior year, this subsidiary had changed its B EEEEN L)\ﬁﬁﬁgn%$ﬂ/mﬂ”«/{
mode of operation so that its assessable profit is ERFEEBIE17.5%m 00

chargeable to Hong Kong Profits Tax at 17.5%.
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Notes to the Consolidated Financial Statements

e SRR

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

11. PROFIT FOR THE YEAR

1. REERF

2006 2005
—EERE —ZETRF
HK$’000 HK$'000
FEx FAT
Profit for the year has been AN AR 0 BR
arrived at after charging: TASIABES:
Depreciation and NTEBEZITEREH:
amortisation on:
Property, plant and EN G
equipment 173,135 148,904
Prepaid lease payments FEEERE 2,598 2,456
Development expenditure BRI GIAHERA)
included in cost of sales 10,625 9,455
Trademarks included in EiE GTATTRER)
administrative expenses 262 344
186,620 161,159
Cost of inventories FERA 3,612,475 3,474,064
Staff costs, inclusive of BIRHA
directors’ remuneration: (BEEEMS)
Salaries and other benefits e K EAMRERN 230,387 187,576
Retirement benefits scheme RIREHF B
contributions 11,547 8,515
241,934 196,091
Auditors” remuneration ZE RN &
Current year REE 1,842 1,693
Underprovision in prior year NEFERETR - 50
Allowance for doubtful debts RIREHE 3,232 9,675
Loss on disposal/write-off of & MEETE BB R
property, plant and R BB
equipment &M 4,197
Operating lease rental in rREBEHESRE:
respect of:
Rented premises HEME 4,122 3,301
Other equipment Efth:&fs 484 538
Research costs [included in FFERK AN
cost of sales) (GTAHERA) 11,465 13,655

7532,046,000/87C (ZETFHF:
702,048,000/70) 2 AFELEE B FE
R+ 225,307,000 (—EZTRE:
224,937,000 7T) 2% M EFEARA B2 B
EHRERP IR

Of the consolidated profit for the year of HK$532,046,000
(2005: HK$702,048,000), a profit of HK$225,307,000
(2005: HK$224,937,000) has been dealt with in the
financial statements of the Company.
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12. DIRECTORS’ REMUNERATION

Lam

Wai Wah,
Steven
(Chairman
and
Managing
Director)

12. EEM S
Li
Cheung Jian

Wong Tat Hua
Pong  Sang, (Production
Chun,  James Managing

James (Marketing Director)

WEE (Executive Director] ZEZE  Chung  IpCho
(XE Director) REL (4EH Kam  Ting, Heung
kEE ERfk (FREE EZ  Kwong Spencer KaiSing  Total
BEE) (H7EE) EI) 4L8) ERY EE:  BRE ag
HK$'000 HK$'000 HK$000 HKS000 HKSO000 HKS000 HK$000 HK$000
TAr Tér TExr TEr TEr ThEr TEr  TEn
2006 ZEENE
Directors’ fees: EEhe:
Executive o) - - - - - - - -
Independent non-executive ~ BUFHS - - - - 88 30 30 148
Other emoluments paid to IHFHTES
the executive directors: Hitde:
Salaries and other benefits ~ FERAMBRN 2113 1,250 1,640 1,800 - - - 6,803
Performance related incentive EE&HNz %S
payments (note 1) (HizE1) - - 875 1,500 - - - 23T
Contributions to retirement kBRI EI
benefit scheme 24 24 24 12 - - - 84
2,137 1,274 2,539 3,312 88 30 30 9,410
2005 —550%
Directors fees: ETig:
Executive 0 = = - - - - - -
Independent non-executive BUIET - - - - 88 30 30 148
Other emoluments paid to THTFHES L
the executive directors: Hipie:
Salaries and other benefits ZOREMBR 2048 1385 159 1440 - - - b4
Performance related incentive  EREEEH 2 %4
payments (note 1) (RysEt) - - 129 1,200 - - - 2490
Contributions to retirement BRI
benefit scheme 24 24 24 12 - - - 84
2,072 1,409 2,910 2,652 88 30 30 9191

BEREBARAR « ZETXEER

63



Notes to the Consolidated Financial Statements
e R

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

12. DIRECTORS’ REMUNERATION (continued) 12. EEME @)
Notes: B 7 -

HERERN L RS HRAKERE_2T
RNETZA=+—RAUEMEFEZLER

(1) The performance related incentive payments is determined (1)
as a percentage of the turnover and operating profit of the

Group for the two years ended 31 December 2006.

(2)  In addition to the above, during the year, Mr. Wong Pong

Chun, James and Mr. Cheung Tat Sang, James were
granted certain share options of the Company and the
deemed benefits arising from the grant of those share

REERN 2 ETADLEE.

2)  BREREINFA ZRELERKEE
SR A A RS T AR A R R X
EHREMEERRERE 2N RS RIA
3,333,0005# 7T 53,333,000/ 7T » 1 453 VE

B2 ASIER R B AT E 2
AL B2IAPTH A

options are HK$3,333,000 and HK$3,333,000 respectively.
The deemed benefits represent the fair value of the share
options granted, calculated on the basis set out in note 32.

13. EMPLOYEES’ EMOLUMENTS 13. BEME
Of the five individuals with the highest emoluments rEBRERSFWATEE=2(=Z
in the Group, three (2005: three) were directors of THG =B) ARRZES HMEFHE
the Company whose emoluments are set out in note EEN EXMEEE 12 Bt E (Z 2T
12 above. The emoluments of the remaining two LF M) EEZMENT:
(2005: two) individuals were as follows:

2006 2005

—EETXRE —ZEThHF

HK$’000 HK$'000

FET FHT

Salaries and other benefits e RHAMmEF 3,660 2,406
Performance related BEEERNY R

incentive payments - 3,030
Contributions to retirement RIREFIFT B3R

benefit scheme 36 24

3,696 5,460

Their emoluments were within the following bands: FHEEMEe BN T

2006 2005

“EEXRE —ETRF

Number of Number of

employees employees

EE%E EE2E

HK$1,500,001 to HK$2,000,000 1,500,001/ 7t 22,000,000 7T 1 -

HK$2,000,001 to HK$2,500,000 2,000,001/ c22,500,00078 70 1

HK$3,000,001 to HK$3,500,000 3,000,001/ 75 £3,500,0007% 7T - 1
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14. DIVIDENDS 14. IR 5
2006 2005
—EBERE —TTRF
HK$°000 HK$'000
TERT FET
Dividend recognised as RAREEERLD KIS
distribution during the year:
Interim dividend paid of Bk E P HIAR S AR 23511
23 HK cents (2005: (ZZTTHEF: 238
23 HK cents] per share 107,640 105,378
Final dividend in respect of BRE_ZTTAF
2005 paid of 25 HK cents NHARR B AR 257
(2005: in respect of 2004 (ZZZTRE: ZZTTNF
of 23 HK cents) per share 2 AREARR B.234 1) 114,626 104,576
222,266 209,954
A final dividend of 25 HK cents (2005: 25 HK cents) NEAR B FRR 25 (=TT REF: 258
per share has been proposed by the directors and is i) BEREREZR WAELARRNEER
subject to approval by the shareholders in the FRFRE L.

forthcoming annual general meeting.
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Notes to the Consolidated Financial Statements

e SRR

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

15. EARNINGS PER SHARE

The calculation of the basic and diluted earnings

15. BIREF

BRERRN R SRISER T THE T 52

per share is based on the following data: G
Earnings 23
2006 2005
ZBERF —EERF
HK$’000 HK$ 000
FHET FET
Earnings for the purposes of REsTEBRERR
basic and diluted earnings BERN 2 BT
per share 532,046 702,048
Number of shares BB
2006 2005
ZBEARF —EERF
Weighted average number of Rt EERERRF 2
ordinary shares for the T EERE R
purposes of basic earnings
per share 463,925,689 455,489,623
Effect of dilutive potential BEERREETE:
ordinary shares:
Share options issued by RRBIFTEELT 2 B E
the Company 6,912,977 12,969,191
Weighted average number REsTEBREEE RN 2
of ordinary shares for the I EmARE B
purposes of diluted
earnings per share 470,838,666 468,458,814
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16. PROPERTY, PLANT AND EQUIPMENT

67

16. V¥ -BENRE

Furniture,
fixtures Properties
and Plant and Motor under
Buildings  equipment  machinery vehicles  development Total
fi £8
BT kR BEREE AE RRMUX L
HKS$ 000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEn TEn TEn T T T
CosT HAE
At 1 January 2005 R-E2RE-A-A 293,18 131,238 1,054,208 18,300 6,215 1503177
Currency realignment £ % 681 2405 17,625 148 15 21,07%
Transfer to other property, EBEEMNE:
plant and equipment R R 37,092 - 308 - (37,400) -
Additions E 303 20,582 379,182 883 33,897 434,767
Disposalsfwrite-off iHE /i - - (14,644 - - (14,644
At 31 December 2005 RIZFRETZAZT-H 30129 154,425 1,436,637 19,331 2,687 1,944,374
Currency realignment R 3,562 5319 42,762 330 11 51,984
Transfer to other property, EBEEMHE:
plant and equipment R Rl 25,102 - - - (25,102) -
Additions AE 12,691 58,726 155,752 1,030 231,995 460,194
Disposals 5 - (738] - = - (738
At 31 December 2006 RIBBRETZAZT-A M40 217,132 1,635,151 20,691 209,591 2,455,814
DEPRECIATION AND HERAE
IMPAIRMENT
At 1 January 2005 R-E2RE-A-A 62,335 79,175 547,102 10913 - 699,525
Currency realignment £ % 219 1,143 7,083 118 - 8,563
Provided for the year RERRE 8,266 12,35 125,753 2509 - 148,904
Impairment loss recognised  AMEZ PR L
in the income statement  HERE - - 6377 - - 8377
Eliminated on disposals/ (& /His%sH
write-off - - (10,447) - - (10,447)
At 31 December 2005 R-EZRFTA=t-A 7080 92,674 675,868 13560 - 852922
Currency realignment R 516 3,145 2,379 26k - 26,304
Provided for the year KEERE 9,161 21,486 140,448 2,080 - 173,135
Eliminated on disposals ~ (H &%/ - (267 - - - (267
At 31 December 2006 RZSERETZA=T-H 80,497 117,018 838,695 15,884 - 1,052,094
CARRYING VALUES HEf
At 31 December 2006 RZBEAETZAZT-0 292,152 100,714 796,456 4,807 209,591 1,403,720
At 31 December 2005 RIFFRETZAZT-H 260474 81,751 760,769 5771 2,687 1,091,452
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Notes to the Consolidated Financial Statements
e R

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

16. PROPERTY, PLANT AND EQUIPMENT 16. ¥ -BRERZE @
[continued)
The cost of buildings is depreciated over forty years BF 2R A ABEAREAN+FEFHsk
or the terms of the respective leases, whichever is ERAHEEFH (UREE) i
the shorter, using the straight-line method.
The above items of property, plant and equipment LA W3 RS K 5k i 2 TR B DABRERIR
are depreciated on a reducing balance method at R FRA T ERGHEITE
the following rates per annum:
Furniture, fixtures and 15% to 50% Bt KB RERE 15%Z50%
equipment
Plant and machinery 15% to 40% 5 R i 2 15%Z&40%
Motor vehicles 25% to 45% E 25% % 45%
2006 2005
—EERE —ZETRF
HK$’000 HK$ 000
FET FAET
The carrying value of the PR EEY RER
Group’s property interests BREERIE:
shown above comprises:
Leasehold properties in BRIBEPBENEREHAZ
Hong Kong held under GEN-L7/E
medium term leases 2,995 3,135
Leasehold properties in BEFHANTERREFE 2
the PRC held under HEME
medium term leases 289,157 257,339
292,152 260,474
The directors conducted a review of the Group's EEUAEE BUERE#ET TR R
manufacturing assets and determined that a E—EHA 2 HFE kR mnNAR R
number of plant and machinery were impaired, due =R AT A BB E AR e B
to physical damage and technical obsolescence. REBEFHEERD BMERNEE X
Accordingly, impairment losses of HK$6,377,000 WS HERORE B 186,377,000 7T o

have been recognised in respect of plant and
machinery in prior years, which were used in the
Group’s electronic consumer products segment.
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17. PREPAID LEASE PAYMENTS 17. R HERIE
2006 2005
—EERF —TTOF
HK$’000 HK$'000
TERT FHET
The Group’s prepaid lease rEERANEERERRE:

payments comprise:

Leasehold land in Hong Kong  RIEFHBEOETEFEZ

held under medium-term HELH
lease 4,469 4,582
Leasehold land in the PRC held RIEFHANEFRIFEZ
under medium-term lease HELH 97,218 96,141
101,687 100,723
Analysed for reporting FERE DT
purposes as:
Non-current asset IEMENEE 99,089 98,267
Current asset mENEE 2,598 2,456
101,687 100,723
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Notes to the Consolidated Financial Statements
e R

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

18. INTANGIBLE ASSETS 18. B EE
Development
expenditure Trademarks Total
BRI [ R
HK$ 000 HK$'000 HK$'000
FHET FHET FHET
COST BAME
At 1 January 2005 N _ZETZhEFE—-H—H 38,922 2,899 41,821
Additions N - 405 405
At 31 December 2005 R_ZETLF
+=—A=+—H 38,922 3,304 42,226
Additions b )i 4,680 160 4,840
At 31 December 2006 R=ZZXRF
+=—A=+—H 43,602 3,464 47,066
AMORTISATION #i
At 1 January 2005 RZZEERF—H—H 10,559 2,466 13,025
Provided for the year RNEEEAE 9,455 344 9,799
At 31 December 2005 R-TBTRF
+=—A=+—8H 20,014 2,810 22,824
Provided for the year RNEZRAE 10,625 262 10,887
At 31 December 2006 R=ZZRF
+=A=+—H 30,639 3,072 33,711
CARRYING VALUES BREE
At 31 December 2006 R-ZZZX
+=-—A=+—H 12,963 392 13,355
At 31 December 2005 N_ZEThEF
+=—RAR=+—H 18,908 494 19,402
Development expenditure and trademarks are BRI REETABREE T #iHE
amortised on a straight-line basis over 4 years. RPUE-
Included in carrying value of development BRI 2 REEH B —%7,800,000
expenditure is an amount of HK$7,800,000 (2005: BT (ZZ TR :15,600,000/7T) FKEE:
HK$15,600,000) representing licence fee acquired RERE=ZITN T2 =FRELEH
from a third party in 2003 for the Group’s OLED OLEDZE 2 MR E - AR R A RBE L -7
business. The remaining amount is internally BIRE=HEUS.
generated. Trademarks were acquired from third
parties.
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19. INTEREST IN AN ASSOCIATE 19. —XEE QAT 2R
2006 2005
—EEXRE ZETTRF
HK$'000 HK$ 000
TER FET
Cost of investment in A IE L R RN
unlisted associate 500 500
Share of post-acquisition FEME W R R R T
profits, net of dividend HBRE KRS
received 338 586
838 1,086
Particulars of the associate of the Group at 31 REERZTTRNF+A=+—H2ZH
December 2006 are as follows: ERAEZFBEOT
Percentage of
issued share
Form of Country of capital held
business incorporation/  Class of by the Group
structure operation shares held rEEER
Name of associate X% Bl Ay RS ZBRB{TRA  Principal activities
BENT BB i EEER Ehl Bl EEEK
Fast Clean (Korea) Incorporated  South Korea Ordinary 50%  Trading in electric
Ltd. At iR BB LR consumer products
EFHEERED
The summarised financial information in respect of B E A R A AT AR
the Group's associate is set out below: T
2006 2005
—EEXRE —TTRF
HK$'000 HK$ 000
FER FAET
Total assets 1B 2,695 3,829
Total liabilities FEN=N (1,019) (1,658)
Net assets FEE 1,676 2,171
Group's share of net assets of A& EIfE(G — KB &
an associate REVFEE 838 1,086

BEREBARAR « ZETXEER



Notes to the Consolidated Financial Statements
e R

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

19. INTEREST IN AN ASSOCIATE (continued) 19. —XBE QT ZRER @
Year ended Year ended
31.12.2006 31.12.2005
Bz BHE
—EERE —ZEERF
+=A +=—A
=t+—~H =t+—H
LEE IEFE
HK$’000 HK$'000
FET FET
Revenue W5 5,510 3,935
Loss for the year REFEE (668) (765)
Group’s share of loss of an REBFARIE—K
associate for the year /NS E =] (334) (382)
20. AVAILABLE-FOR-SALE INVESTMENTS 20. IEHERE
2006 2005
—EERE —ZETRF
HK$’000 HK$ 000
FET FAET
Unlisted equity shares, at cost  FF_ETIRZANAR (D (GRAKAE) 10,500 7,800
Less: impairment R R(E - (7,800)
10,500 =
The investments represent the unlisted equity ZIRBERER KRB ANFLARREITH
shares issued by private entities in Japan. The FEETRANKRE R EMAEEAT
investments were stated at cost less impairment at BZRERE EFRREATETER
each balance sheet date because the range of Fit 8 WHNSEE BIRKAREIR
reasonable fair value estimates is so significant that =gl

the directors of the Company are of the opinion that
their fair value cannot be measured reliably.
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21.

22.

23.

INVENTORIES 21. F&
2006 2005
—EERE —ZETRHF
HK$’000 HK$ 000
FBxT T
Raw materials R 202,533 243,785
Work in progress R 139,521 118,834
Finished goods BURY G 177,024 187,375
519,078 549,994

During the year, there was a write-down of
inventories of HK$1,876,000 (2005: HK$3,599,000) to
their net realisable value.

TRADE AND OTHER RECEIVABLES

The Group has a policy of allowing an average credit
terms ranging from 30 to 90 days to its trade
customers.

The following is an aged analysis of accounts
receivable at the balance sheet date:

22.

AEEN REFAEREETE—F
TF & s 5k Ea1,876,00056 T (—EE
3,599,000 7T) °

FE Wi R 1R e L At PE WK O

AEBZBEARTHESRFFY
30E0ARMEEH-

WHEE R 2 EARIBERRE DT 0T -

2006 2005

—EBERE —_TERF

HK$’000 HK$ 000

TER FHET

Within 60 days 60RAA 442,116 566,087
61 to 90 days 612 90K 43,761 63,958
More than 90 days 90K A E 53,636 24,611
539,513 654,656

At 31 December 2006, allowance has been made for
estimated irrecoverable amount of HK$12,907,000
(2005: HK$9,675,000).

AMOUNT DUE FROM AN ASSOCIATE
The amount due from an associate is unsecured,
interest free and repayable on demand.

23.

R-BEXFE+-A=+—H #ET
A] U O] ZREE A B 412,907,000/ 7T (=
TERE:9,67500087T) °

PRl — REtE R R FIA

M — A R EFUAREER 2B
AR ERER-
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Notes to the Consolidated Financial Statements

e SRR

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

24. BANK BALANCES AND CASH
The Group’s bank balances and cash that are
denominated in currencies other the functional
currencies of the relevant group entities are set out

24. BITEFERRS
AREBUEBERERINEEEIINZE
BIEZRITEERB ST

below:

Japanese Yen uUs$ Renminbi Euro
=} £ AR¥ BT
HK$'000 HK$'000 HK$'000 HK$'000
FHIT FHET FHET FHET

As at 31 December 2006 R=-ZEXEF
+=A=t+—H 728,402 242,999 2,197 4,829

As at 31 December 2005 RZZETRE
+=—A=+—H 118,772 637,318 3,181 9125

Bank balances carry interest at market rates which
ranged from 0.13% to 4.74% (2005: 0.01% to 2.75%)
per annum.

25. TRADE AND OTHER PAYABLES

The following is an aged analysis of accounts
payable at the balance sheet date:

RITRETFIRNT0.13%E4.74% (—EZTH
F:0.01%ZE2.75%) 2 THIHFF LB~

25. FE{TERIE R HAbFE(T FRIE
REE R 7 ENERIERE ST T :

2006 2005

—EEXF —ETREF

HK$°000 HK$ 000

FHET TT

Within 60 days b0KAA 472,881 685,095
61to 90 days 61E90K 93,982 38,014
More than 90 days 90K A 87,854 31,596
654,717 754,705
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26. BANK BORROWINGS

26. RITEE

2006 2005
i3 VAL ZETTRF
HK$°000 HK$'000
FET THET
Bank loans RITIEE 524,602 430,089
Trust receipt loans SRR E K 249,938 1,407
774,540 431,496
Secured B - 25,000
Unsecured AR 774,540 406,496
774,540 431,496
The Group's bank borrowings ~ AEBELAEEEE
that are denominated in BB AN
currencies other the BEEIERITEE
functional currencies of the YT
relevant group entities are
set out below:
Denominated in US$ ASETTEHE 106,518 7,181
Denominated in Japanese Yen AR EFHE 6,300 =
The maturity profile of the bank $R1T{&EE Z EIEHH
borrowings is as follows: BERT:
On demand or within one year ~ RMEZE N —FR 566,696 181,937
More than one year, but not —FRERRER
exceeding two years 123,966 167,899
More than two years, but not MEZRERAFA
exceeding five years 83,878 81,660
774,540 431,496
Less: Amount due within one VRN TEE=NEtas
year shown under current < —FNEEAFRIR
liabilities (566,696) (181,937)
Amount due after one year — 1R B HRFRIE 207,844 249,559

All the Group’s borrowings are variable-rate
borrowings which carry interest at HIBOR or LIBOR
plus certain basis points. Interest is repricing every
three months and the range of interest rates is at
4.70% to 6.88% (2005: 1.73% to 7.61%).

AEEMEEREYATZEEE HIEES

IRITRZERF SN MBEIBTREREME T
BEARE T -FIEB=EAET BXIE
ERLT0%%E688% (ZZEZTRHF 1.73% =

7.61%) °
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e R

For the year ended 31 December 2006
BE—TEF _A=+—HIFE

27. DEFERRED TAX 27. BEEMIE
The following are the major deferred tax liabilities EAR F—E5E PR A ERN £ ZIRT
(assets) recognised and movements thereon during BiIRER (BE) REZFHMT

the current and prior reporting periods:

Accelerated
tax Intangible Tax
depreciation assets losses Others Total

MERERE EFEE HEER Hit AE
HK$ 000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET

At 1 January 2005 R-EZRF—A—H 19,568 505 (8] (695) 19,370
Effect on cessation of RIENBEEREFE
concessionary rate of BETEHE D
Hong Kong Profits Tax BEREARZ
on opening deferred tax TENRAR X
liability charge to income 19,040 434 - - 19,474
(Credit] charge toincome  REERAF
for the year (Be) <8 (458) (939) 8 280 (1,109
At 1 January 2006 RZZERF-H—H 38,150 - = (415) 37,735
(Credit) charge to income ~ REFEMAR
for the year (Be) 8 755 - - (421) 334
At 31 December 2006 R-BEXE
+TZA=+-H 38,905 - - (836) 38,069
For the purpose of balance sheet presentation, HEEABRZZNMmE B HEEETE
certain deferred tax assets and liabilities have been ERIBEE KB E - H 20 5 2R
offset. The following is the analysis of the deferred TR IRAEER DT T
tax balances for financial reporting purposes:
2006 2005
—EERE —ZETRF
HK$’000 HK$'000
FET FAET
Deferred tax liabilities BEEHIEAE 38,905 38,150
Deferred tax assets BT IBEE (836) (415)
38,069 37,735
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27.

28.

29.

DEFERRED TAX (continued)

At the balance sheet date, the Group has unused tax
losses of HK$55,470,000 (2005: HK$46,093,000)
available for offset against future profits. No
deferred tax asset has been recognised in respect of
such losses due to the unpredictability of future
profit streams. Included in unrecognised tax losses
are losses of HK$12,684,000 (2005: HK$10,536,000)
that will expire from 2007 to 2010, other losses may
be carried forward indefinitely.

At the balance sheet date, the Group had other
deductible temporary differences of HK$6,218,000
(2005: HK$7,835,000) available for offset against
future profit. A deferred tax asset has not been
recognised due to the unpredictability of future
profit streams.

27

W ...

EERIE (@)

REER AKE 2 KRB ABEEE
55,470,000/& 7T (ZFZH 446,093,000
7B IT) Al RS AR SOE B - AR AR B fhat
552 M) L U 5 5% 5 RS IR R R
FEBIRE E - ARER Z M B IE BIEAR
R EE_T-TEERZEE
12,684,000/, (—FF R 410,536,000
ABTT) T E AR AT IR M e

WEER NEEZ Mt r] HIRE R Z53H
6,218,000/ T (ZZ T H 4 :7,835,000%
JT) I RS AR A A R BEM A
A R R RE AR TR A A

SHARE CAPITAL 28. A
Number of shares Share capital
R [
2006 2005 2006 2005
it 2 2 “TThE ZERRF _TThHE
HK$'000 HK$'000
TER THET
Ordinary shares of BREEIATL
HK$0.1 each Lk
Authorised: ERE:
At 1 January and R—A—Bk
31 December +=-A=+—H 650,000,000 650,000,000 65,000 65,000
Issued and fully paid: BETRAR:
At 1 January m—HA—H 458,164,527 451,689,527 45,816 45,168
Exercise of 1Tt
share options 10,132,000 6,475,000 1,014 648
At 31 December W+-A=1+—H 468,296,527 458,164,527 46,830 45816

Details of the exercise of share options are set out
in note 32.

PLEDGE OF ASSETS

As at 31 December 2005, the Group had pledged
certain of its machinery with an aggregate carrying
value of HK$47,056,000 to secure bank borrowings
granted to the Group in prior year.

29.

TR B 2 FHIBHN M FE 3218

BERM
R -FTRF+-A=1—0 AEEH
AR 48(E 447,056,000 T2 5 THES - 1R
T SRITIE AR L E RS EE 2 3877
BB IR
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30. OPERATING LEASE COMMITMENTS 30. REHARRE

At the balance sheet date, the Group had
commitments for future minimum lease payments
under non-cancellable operating leases which fall
due as follows:

NEE R AREEENATREHEEEL 2
RRRERONFHAEZ BIHBELAT:

2006 2005
ZBERF —ZEThHF

HK$’000 HK$ 000

FERT FHT

Within one year —FR 2,613 4,435
Within two years MER 1,117 274
3,730 4,709

Operating lease payments represent rentals payable
by the Group for certain of its office premises and
other equipment. Leases are negotiated for an
average term of two years with fixed rentals.

KEMWBEASEREETHAZTYER
HiREmEN B - FaBeERAR
M W AREERE -

31. CAPITAL COMMITMENTS 31. EXRALE
2006 2005
ZBEARF —EERF
HK$°000 HK$ 000
FERT FHET
Capital expenditure contracted  BLEEEME K&
for but not provided in BRI RAAREM BEHRE T
the financial statements BBz BRI
in respect of acquisition of
plant and equipment 1,106,216 51,415
Capital expenditure authorised ~ BLEEEME K&
but not contracted for EEREERTAZ
in respect of acquisition of BAXH
plant and equipment 600,000 2,000,000
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32. SHARE OPTION SCHEMES
Pursuant to resolutions passed at an extraordinary
general meeting of the Company on 22 December
2003, the Company has terminated a share option
scheme which was adopted on 22 May 2001 (the
“0ld Scheme”) and adopted a new share option
scheme (the "New Scheme").

(i) old Scheme
The purpose of the Old Scheme is to motivate
employees of the Group and to allow them to
participate in the growth of the Company. The
maximum number of shares in respect of
which options may be granted under the Old
Scheme is not permitted to exceed 10% of the
share capital of the Company in issue from
time to time. The maximum number of shares
in respect of which options may be granted to
any individual is not permitted to exceed 25% of
the aggregate number of shares for the time
being issued and issuable under the Old
Scheme. Any participants who accepts an offer
of the grant of an option in accordance with the
terms of the Old Scheme shall pay to the
Company HK$1.00 by way of consideration for
the grant thereof within a period of 30 days
from the date on which an option is offered to
the participant.

At 31 December 2006, the number of shares in
respect of which options had been granted
previously and remained outstanding under the
Old Scheme was 3,963,000 (2005: 14,095,000,
representing 0.8% (2005: 3.1%) of the shares of
the Company in issue at that date. The options
are exercisable at any time until 22 May 2011.

32.

W ...

B RESTE
BEARRANR-_ZZ=F+_A—-+_H
BT ZRRENEFASEB RS
ARRBRIENR_TE—FARA=-+=H
BRan 2z BERE AT R ([E5HE)  WwHm—
TEFTREAR AT R ([FhaTEl]) »

i) &8
EfSEEa A RE 2 EE YWiE
FESEARRNB 2GR -RIFEE
A TR 2 B PTS 2 B
B Re MFHRBARRNEE T
BRA10% o AR FAEMERIA L 25
RAEFTS R 2 BINE B & T 5
BERSREEID BT RART
Z AN #EBI25% - (E(AIARIEERT Bk
NPT R IR 2 2 A E AR
BIER T2 EEE BEI0AR
AREF AR EZ1.008 7T

R-BEXE+=—A=+—H &
EITB R 2 B R BB R B RE
Frit K 2 BRAD S E £3,963,0000% (=
TE R 14,095,0000%) 454D T
RZAZBETIR7H08% (ZTTH
F:3.1%) o ERRAE AT BB RS T DATT(E -
BE-_E——FAA-t=Hlk-
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32. SHARE OPTION SCHEMES (continued) 32. [BRRESTE (@)
(i) old Scheme [continued) i) B®&tE @
The following tables disclose details of the TREERES (BEES) AR
Company’s share options held by the RIRBARIE 2 FHIE RN A 2 B AR
employees (including directors) and BEER:

movements in such holdings during the year:

2006 —EEXRE
Number of options
BREHE
Outstanding  Exercised Outstanding Exercised Outstanding
Exercise at during at during at
Date of grant  Exercisable period price  1.1.2005 theyear 31.12.2005 theyear 31.12.2006
R-BEZRE RIBEXRE
R-BEZRE +=A +=8
—-A—H ET=E Er=F
Rt fTEHE IR HRTE  ERTE HRTE FRTHE ERTE
HK$
B
Directors:
=

16 July 2001 17.7.2001 to 21.5.2011 2.196 14,370,000  (2,980,000) 11,390,000  (8,690,000) 2,700,000
“TT-F “ZZ-%tA+tHE
+A+H “Z—FRA-1+-H

Employees:

EE&:

16 July 2001 17.7.2001 to 21.5.2011 2196 6,200,000 (3,495,000) 2,705,000  (1,442,000) 1,263,000
—TT-F “EZ-FtAt+LAZE
+A+H “Z—FRA-1+-H

20,570,000 (6,475,000) 14,095,000 (10,132,000) 3,963,000

The average fair value of the Company’s share FA RITEBREMEITZARA
before the date of issue for the exercise of ROMNETRRZ FHOAFEER
share options during the year is HK$10.27 102738 (ZEZRF:10.38%
(2005: HK$10.38). ) ©
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32. SHARE OPTION SCHEMES (continued)

(ii) New Scheme
The Company’s New Scheme was adopted for
the primary purpose of providing incentives to
eligible persons or rewarding for their
contribution or potential contribution to the
Group and will expire on 21 December 2013.
Under the New Scheme, the Board of Directors
of the Company may grant options to eligible
persons, including (i) any director or proposed
director, full-time employee or proposed
employee of any member of the Group or
controlling shareholder or any company
controlled by a controlling shareholder; (ii) any
holder of any securities issued by any member
of the Group or any controlling shareholder or
any company controlled by a controlling
shareholder; and (i) any business or joint
venture partner, contractor, agent or
representative of any supplier of goods or
services to or any customer or distributor of
goods or services of any member of the Group
or any controlling shareholder or a company
controlled by a controlling shareholder.

The total number of shares in respect of which
options may be granted under the New
Scheme and the Old Scheme is not permitted
to exceed 10% of the shares of the Company in
issue at any point in time, without prior
approval from the Company’s shareholders.
The number of shares in respect of which
options may be granted to any individual in any
one year is not permitted to exceed 1% of the
shares of the Company in issue at any point in
time, without prior approval from the
Company’s shareholders. Options granted to
substantial shareholders or independent non-
executive directors in excess of 0.1% of the
Company’s share capital and with a value in
excess of HK$5 million must be approved in
advance by the Company’s shareholders.

32, BRESTE ()
Gii) rsta

KT BT EARDA B
EERERMBEEYAEE Y FEi
BETBTMRG TR -B—=F
+=A=+—BEH B EA
AREES AL BRETAEHE
AT B AEBEAKE A aE
AEEREHES 2RES NS
1B 8 PR R S R AR R ) 7
fIRa): (i) ANEBERK S A BT
TS 2 LA A
RS H  TA AT R
ME2EES =AY 2 2o Y IS
1R AR QSRR S
RS AEEEIAKEATZE
SRS W (TR S
RS 2 (T A T

WARERRBBIRELIEZER
T REFBIREFRTRERLZ
BRAES M2 B BB T EBER
ARMEAIREZ B HETRD10% ° 1
RERRABREFMAEZERT
FMEAR] — & R AR {E Bl A 7T B2
R 2B R 2 88 5
BRADREAREE BITRG 2
1% ° [AEERRIBIIFATES
B EBEA R BA0.1% R EEiE
¥#85,000,0008 T 2 BEARE LR E K
IR R AR R AL -
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32. SHARE OPTION SCHEMES (continued) 32. [BRRESTE (@)
(ii) New Scheme [continued) (i) #&tdE (@)

Options granted must be accepted within 21 e deeprd i L G DUV S g S
days from the date of option offer, upon BILET21 B AL N5 AR
payment of HK$1.00 per option. Options may 1.007 7T 2 5 = B 4k o B AR A] 704X
be exercised at any time from the date of grant Bk RE B st 2R B8
of the share option to the 10th anniversary of FHMEARERITE-TEERARA]
the date of grant. The exercise price is BEEET BB TORAR ARG R
determined by the directors of the Company, B B2 Wi E RR DR BER
and will not be less than the higher of the BRI A S 5% B 2 FHKTE
closing price of the Company’s shares on the (AEB=2ERE)

date of grant, and the average closing price of
the shares for the five business days
immediately preceding the date of grant.

At 31 December 2006, the number of shares in RZZEZRETZA=+—H BE&
respect of which options had been granted et B2 R R AR T B AR P
previously and remained outstanding under the Koz B8 757,500,0000% (=
New Scheme was 57,500,000 (2005: TT R 44,000,0008%) 15 % B
44,000,000, representing 12.3% (2005: 9.6%) of ARARBBEITRN 212.3% (=2
the shares of the Company in issue at that HF:9.6%) BREAN-_ZT—=%F
date. The options are exercisable at any time TZ A=+ — BRI Z R RTT
until 21 December 2013. fiEe
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32. SHARE OPTION SCHEMES (continued) 32. ERERE (@)
(i) New Scheme (continued) i) =& (@)
The following table discloses details of the TEREEES (BIEESF) IHAR
Company’s share options held by the RIREARIE 2 G -

employees (including directors]:

Number of options

BREHE
Outstanding
at
1.1.2005 Grant Outstanding
Exercise and during at
Date of grant Exercisable period price 31.12.2005 the year 31.12.2006
R=BZRF
—-A-BR
Z2ZRE R=BEXRE
+=A=t—H +=A=t-H
RE B TR ﬁﬁ% i RATHE FRARE i RATHE
HK
BT
Directors:
B
26 February 2004 27.2.2004 t0 21.12.2013 11.6 17,600,000 - 17,600,000
—ZTNE “ZTME-_A=+tAZE
iy iy | —F-—=F+t-HA=t—H
15 June 2006 16.6.2006 to 21.12.2013 9.58 = 9,000,000 9,000,000
—ETRF ZETRFRATARE
NATARHA —T=F+ZA=1—H
17,600,000 9,000,000 26,600,000
Employees:
E&:
26 February 2004 27.2.2004 to 21.12.2013 11.6 26,400,000 = 26,400,000
ke ife3 “ZTNF-_A=+tAZE
—“A=+iAE “Z-=%t-A-+—H
15 June 2006 16.6.2006 to 21.12.2013 9.58 - 4,500,000 4,500,000
“ZTRE “ZERERATAEE
NATEHHA —E—=F+-A=t+—H
26,400,000 4,500,000 30,900,000
44,000,000 13,500,000 57,500,000
The aggregate fair value of the option granted R-ZZREXATARREZE
on 15 June, 2006 amounting to HK$10,000,000 B 48 A £ 5110,000,000 7T -
were calculated using The Black-Scholes W TR G 1 35 AT R AT B A =t 5
pricing model. The inputs into the model were gogiﬁﬁﬁmzﬁzgﬁw‘pt
as follows: o .
2006
—EBEARF
Exercise price 1IEE HK$9.58
9.58/& T
Expected volatility T8 BRI i 27.35%
Expected life TEHRSF A 1year
—
Risk-free rate e e 4.407%
Expected dividend yield TEHR B 2 5.27%
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32. SHARE OPTION SCHEMES (continued)

(ii) New Scheme (continued)
Expected volatility was determined by using the
historical volatility of the Company’s share
price over 1 year. The expected life used in the
model has been adjusted, based on
management’s best estimate, for the effects of
non transferability, exercise restrictions and
behavioral considerations.

The Group recognised the total expenses of
HK$10,000,000 (2005: Nil) for the year ended
31 December 2006 in relation to share options
granted by the Company.

33. RETIREMENT BENEFITS SCHEMES
All the staff in Hong Kong of the Group are required
to join the Mandatory Provident Fund Scheme. The
Group is required to contribute 5%, while the
employees are required to contribute 5% of their
salaries to the scheme to the extent of HK$1,000 for
each employee.

According to the relevant laws and regulations in
the PRC, the PRC subsidiaries are required to
contribute a certain percentage of the salaries of
their employees to the state-managed retirement
benefit scheme. The only obligation of the Group
with respect to the retirement benefit scheme is to
make the required contributions under the scheme.

34. GOVERNMENT GRANTS
During the year, the Group received an
unconditional government subsidy of Nil (2005:
HK$1,887,000) towards the scientific research
development. The amount has been treated as
deferred income. The amount is transferred to
income over the useful lives of the relevant assets
and relevant expenditure incurred. This policy has
resulted in a credit to income in the current year of
HK$629,000 (2005: HK$1,856,000). As at 31
December 2006, an amount of HK$14,022,000 (2005:
HK$14,087,000) remained to be amortised and
included in other payables.

Truly International Holdings Limited « Annual Report 2006

32.

33.

34.

IBIRRESTE @)

lii) #std (@)
R EFAAATBE 2
BERERIEET ZEX R 8
H14E AR AR T B S R AT S
TERERITAEBREREYER
Ve Bl S TR

REFEHRABE_ZTRE+ -
A=+—RLEERETARELE
RARE A% 2 #8579 5210,000,0007 7T
(ZZTREF E) -

RGBS

AEE2 2BESRRASNBHEA
WS B AEEAEL BN MRS
AR BIEH EHME% 2 (3R B4
BEZ &% B 000BT

RETFREREE IR PEMERR
ARMBIR ERRANEFFEMEHEENE
EEFHHETAD L Z R AN EERR
KRB 2 BEEERRZEEL
PRS-

BT #E B

ANEE R F AT EESBIERA R 2 &
BB (ZZEZ 41,887,000/
JT) ° ZEEE AR YA B BR - i% R R
HEEERFMEEZHBER 2 FERHR
AWt BUR BB A F E WA LR
RE4629,0007% 70 (ZZEZ R F:1,856,000
BIL) RZEENFE+_A=1+—H"&
REEH 2 BEE14,022,0008 L (22 R
£ :14,087,0007% 7T) Bt AEABRERR
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35. RELATED PARTY TRANSACTIONS

The remuneration of directors and other members

36.

35. EEAFEZR S

AEEERREZEREKE ZFHH0

of key management during the year were as follows: i
2006 2005
—EBERE —TERF
HK$’000 HK$'000
FHET FAT
Short-term benefits EAEF 11,708 11,575
Post-employment benefits BER 2R 132 132
Share based payments VARR 19 5P k38 10,000 =
21,840 11,707

The remuneration of directors and key executives
are determined by the remuneration committee
having regard to the performance of individuals and

market trends.

PARTICULARS OF PRINCIPAL
SUBSIDIARIES OF THE COMPANY
At 31 December 2006:

REEERREZTHAE ZH]T
HFMZEE2EEBALTZRER

MISBEIRETE

36. KRTFEEKE

DNEEHR

R-BBAF+-A=t+—H:

Nominal
value of
Place of issued and fully
incorporation paid ordinary Proportionate
or registration/  share capital/ equity interest Principal
Name of subsidiary operation registered capital of the Group activities
ERITRAR
MR EERRAR x&E
[ PNEX BE/E¥nE EE/SMEX P A REL TEEHK
Directly Indirectly
Ef ik
Truly Instrument Limited  Hong Kong HK$100 = 100%  Trading in electric
EHESEARAF BB 100/7T toothbrush
(previously known as EYTRIES
Fast Clean Limited)
(AiE2EsBRAR)
Fast Clean (U.S.A) Inc. United States US$5,000 - 100%  Trading of
of America 5,000%7T health products
ez BREMES
Truly Electronics Hong Kong HK$1,000,010 100% - Tradingin
Manufacturing Limited &% 1,000,010 7T electronic
EHNEFERAR calculators
B AERES
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36. PARTICULARS OF PRINCIPAL 36. ARBATEMBATER @
SUBSIDIARIES OF THE COMPANY /(continued)
At 31 December 2006: [continued) R=-BEAE+=-A=+—8: (&)
Nominal
value of
Place of issued and fully
incorporation paid ordinary Proportionate
or registration/  share capital/ equity interest Principal
Name of subsidiary operation registered capital of the Group activities
BRTRAR
ML EERRAE A&E
W B AR EHE R e EE/EmEX PR R LBl TEXH
Directly Indirectly
B B3
Lite Tech Limited Hong Kong HK$100,000 - 100%  Trading in back
KERMERAT Bt 100,000 7T light
ERRES
Truly Electrical Products  Hong Kong HK$200 - 100%  Trading in motor
Company Limited Bt 20077T EES
EHERAERAA
Truly Industrial Limited ~ Hong Kong HK$872,894 - 100%  Tradingin
EAIEBRAR B0 872,894 7T electronic
components
BTLHES
Truly Semiconductors Germany DM50,000 - 100%  Trading in LCD
(Europe) GmbH EE 50,0005 7% products
BB TS Em
g5
Truly Semiconductors Hong Kong HK$1,000 - 100%  Tradingin LCD
Limited i 1,000/87T products
EHFSRERAR RN m
25
Truly [USA) Inc. United States US$20,000 100% - Marketing of
of America 20,000% 7T electronic
E3E calculators
RS T EM
EHEFERAR * PRC US$38,964,115 - 100%  Manufacture of
i 38,964,115% T electronic
calculators
HESFHE
EAFEBERAR * PRC US$165,131,844 - 100%  Manufacture of
HE 165,131 844375 LCD products
HERRRETSR
Em
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36. PARTICULARS OF PRINCIPAL 36. RAAAEEMBLARESR @)

SUBSIDIARIES OF THE COMPANY (continued)

At 31 December 2006: [continued) R=-BEAE+=-A=+—8: (&)

Nominal
value of
Place of issued and fully
incorporation paid ordinary Proportionate
or registration/  share capital/ equity interest Principal
Name of subsidiary operation registered capital of the Group activities
BRTRAR
AL EERRA XEE
Wt A R B g%nd EE/ZREX FrieE R FEXH
Directly Indirectly
B &

EAESCLE) BRAR  PRC US$1,000,000 - 100%  Manufacture of
(FIiE 28R (/UJL:%) H 1,000,000 T electric
BRAT) * toothbrush

SUEZE T f

EMEH OUR) BRAF * PRC US$1,000,000 - 100%  Manufacture of

FE 1,000,000 T motor
SUERLT
YR QL) BRAR * PRC US$872,411 - 100%  Manufacture of
i 872411ETT back light
HEARR

*wholly foreign owned enterprise * INEER R

The above table lists the subsidiaries of the Group A 2 REFIHAREE B ARRE

which, in the opinion of directors, principally BErER ZENBRARATERERSE

affected the results or assets of the Group. To give BB EE 2 ARl MR EMMTE R

details of other subsidiaries would, in the opinion of Al FHE EERAEMICBRNELR

the directors, result in particulars of excessive

length.
None of the subsidiaries had any debt securities BN ¢+ A=+—AsFEREM

R=F
outstanding at 31 December 2006 or at any time R[] - 5 M & B39 A (] R B (B 75 78
during the year. Fo
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