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The Board of Directors (the “Board”) of Tomorrow International Holdings Limited (the “Company”) is pleased to announce the
2005 audited annual results of the Company, its subsidiaries and associates (collectively the “Group”) for the year ended 31
December 2005.

RESULTS

The Group’s profit attriburtable to equity holders of the Company for the year was HK$4.8 million (2004: HK$28.7 million), a
decrease of 83.3% from the previous year. Earnings per share amounted to HK1.67 cents, compared with HK10.03 cents in the
previous year. At 31 December 2005, the Group’s net cash position amounted to HK$396.8 million (2004: HK$397.7 million),
representing 50.6% of the equity attributable to equity holders of the Company of HK$784.1 million (2004: HK$739.7 million).

The Board does not recommend the payment of any final dividend (2004: Nil).

BUSINESS REVIEW

2005 was a challenging year. During the year, the manufacturing and export businesses faced a chaotic environment of rising

interest rates , energy costs and gradual rise in overhead costs in Mainland China, particularly in Pearl River Delta Region.

Turnover of the electronic products division for the vear ended 31 December 2005 was HK$386.4 million (2004: HK$391.6
million), representing a decrease of HK$5.2 million or 1.3% from that of last year. It was partly due to fierce market competition
leading to a drop in sales volume. Pricing pressure from customers also played its part in bringing down the turnover. However,
the business in production of lithium rechargeable barttery parts achieved another satisfactory result in 2005 and contributed
increasing profit to the Group. Gross profit margin as a whole slightly dropped by 1%. With the implementation of cost saving
exercise, selling and administrative expenses dropped by 4.6% to HK$61.9 million (2004: HK$64.9 million). The Group
remained vigilant in controlling expenses even in tough environment while honouring the commitment to produce high quality

products well known to the market buyers.

For the manufacture and sale of printed circuit boards (PCBs), the gross margin of PCBs to certain business sectors had been
reduced as these sectors faced their own competition requiring price reduction to maintain their compertitiveness. To improve the
situation, starting from second quarter of 2005, the Group decided to scale down the business volume with these sectors and
directed sales focus to other industrial sectors which can offer higher margin. The slight drop in turnover in this segment mainly
reflected start-up effects in developing new customers base under new direction. Segment loss amounted to HK$19.7 million
(2004: loss HK$18.3 million). The Group will continue to put in capital investment in order to attract high quality customers for

bertter results.

The oprical product segment recorded a segment loss of HK$2.1 million (2004: loss HK$5.3 million) for the year under review.
The business recorded a turnover of HK$64.0 million (2004: HK$174.9 million), representing a decrease of HK$110.9 million
or 63.4% lower than that of last year. As substantial interest in Swank International Manufacturing Company Limited (“Swank”)
was disposed of on 3 June 2005, only approximately five-month turnover was included for the year. Fierce market competition

also led to the drop in turnover.

During the year, a loan agreement amounting to HK$50 million was signed between Active Base Limited (“Active Base”), a wholly
owned subsidiary of the Company and Moulin Global Eyecare Holdings Limited (“Moulin”). A debenture was also executed by
Moulin in favour of Active Base. In or about June 2005, Moulin commenced legal proceedings in the High Court against Active
Base claiming that the said loan agreement and debenture were unenforceable. In this regard, ongoing litigations are expected and

the Board will make announcement in due course. For prudence sake, a provision of HK$45.0 million was made against the loan.

(2
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Turnover for trading of listed equity investments amounted to HK$7.3 million (2004: HK$15.5 million) , with segment loss of
HK$3.0 million (2004: loss HK$3.6 million).

To seize the rallying sentiments in the Hong Kong property market, the Group disposed of certain investment properties during

the year and with a gain of HK$2.7 million.
FUTURE PLANS

The up-trend of US dollar interest rate and the effect of fluctuation in crude oil price may slow down the overall economy. For
electronic products division, the Group has invested more resources in research and development department and purchase and
material control department by recruiting high caliber experienced staff to strengthen the area in product development, design of
new products and the function of purchase and material consumption. Wireless application and radio-frequency products will
remain our major direction for development. The Board believes that the Group can leverage on its industrial expertise and
experience as well as its competitive advantages to diversify its product range. With more newly developed products launched, the
Group will be better positioned in its target markets with less price sensitivity and competition and be able to embark on a new era
in the coming year 2006. The Group will also welcome any opportunity in business co-operation with well-established electronic

enterprises in the industry.

For year 2006, the Group expects increasing demand for PCBs on European marker. With committed input from staff and newly

invested capital expenditure, the Group should be able to capture the opportunity and obtain more high quality sales orders.

With sufficient resources on hand, the Group is constantly looking for quality investment opportunities, while expecting loan

financing business not to be active in 2006.

On behalf of the Board
Yau Tak Wah, Paul

Chairman

Hong Kong, 13 April 2006




MANAGEMENT DISCUS

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2005, cash and bank balances (including time deposits) maintained by the Group were HK$396.8 million
(2004: HK$397.7 million), representing a slight decrease of HK$0.9 million compared with the position as at 31 December
2004. On the other hand, the Group has available banking facilities of HK$15.3 million. It is believed thar the Group has
adequate cash resources to meet the normal working capital requirements and all commitments for future development. The
gearing of the Group, measured as total debts to total assets, was 14.5% as at 31 December 2005, comparing with 17.4% as at 31
December 2004.

Most of the business transactions conducted by the Group were nominated in Hong Kong Dollars, United States Dollars and
Renminbi. As at 31 December 2005, there were no outstanding forward contracts in foreign currency committed by the Group

that might involve it in significant foreign exchange risks and exposures.

CORPORATE TRANSACTIONS

In January 2005, Probest Holdings Inc. (‘Probest’), amongst others, entered into a sale and purchase agreement with China Time
Investment Holdings Limited (“China Time”) for the disposal of 1,437,396,440 issued shares of Swank, representing
approximately 46.0% of equity interest of Swank, at the consideration of approximately HK$43.1 million (the “Disposal
Agreement”). Probest also entered into a loan restructuring agreement with Profitown Investment Corporation (“Profitown”) and
Swank (the “Loan Restructuring Agreement”), pursuant to which Probest agreed to waive the interests, default interests and part
of the principal of a promissory note due by Swank, which would be cancelled when conditions of the Loan Restructuring
Agreement were fulfilled. Upon completion, Profitown issued a new promissory note to Probest in consideration of which Swank
waived the debt due from Profitown. In addition, Swank executed a guarantee in favour of Probest, undertaking to pay Probest all
interests and default interests whenever Profirown defaults in payment of the principal of the new promissory note. A deed was
also executed by Probest and the Company in favour of China Time in which, under certain circumstances, Probest, together with
the Company as a guarantor, will indemnify China Time when the listing status of Swank would be withdrawn. For details, please

refer to the circular of the Company dated 10 May 2005.

The completion of the Disposal Agreement took place on 3 June 2005. A shareholder agreement was entered into between Swank
and Probest to regulate the management of Profitown Group and a new promissory note amounting to approximarely HK$112.3

million was issued by Profitown in favour of Probest.

On 8 March 2006, the Company announced and proposed to raise approximately HK$173.4 million, before expenses, by issuing
357,585,805 offer shares at a price of HK$0.485 per offer share by way of the open offer, on the basis of an assured entitlement of
5 offer shares for every 4 existing shares held on the record date and payable in full on acceptance. The registered holdets of fully-
paid offer shares will be issued 5 bonus shares for every 7 fully-paid offer shares. In order to facilitate the open offer by enabling
the Company to allot and issue the bonus shares, which will only be issued to registered holders of the fully-paid offer shares, the
Board proposed the amendment of the bye-laws of the Company to allow a distribution to shareholders on a non pro-rata basis.
The Board further proposed the share consolidation, upon completion of the open offer and the bonus issue, involving a
consolidation of every 4 existing shares into one consolidated share. For details, please refer to the announcement of the.Company
dated 8 March 2006. A circular, among others, in relation to the open offer, the bonus issue and the share consolidation will be

despatched 1o shareholders of the Company as soon as possible.




¢ IMANAGEMENT DISCUSSION AND ANALYSIS

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2005, the Group employed approximately 2,772 employees, with about 2,689 in the Mainland China and
about 83 in Hong Kong. All employees are remunerated based on industry practice and in accordance with the prevailing labour
law. In Hong Kong, apart from basic salary, staff benefits include medical insurance, performance related bonuses and mandatory

provident fund would be provided by the Group.




BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAZZMENT

VARV

EXECUTIVE DIRECTORS

Mr. YAU Tak Wah, Paul — Chairman, aged 50, is the founder of the Group and is primarily responsible for corporate strategic
planning. He holds a bachelor of science degree in mechanical engineering and has more than 20 years’ experience in the
electronics industry. Before he established the Group, Mr. Yau worked as design engineer in a renowned US electronics company
operating in Hong Kong where he gained invaluable experience in production design and established close business relationships

with various electronics manufacturers in Hong Kong.

Ms. LOUIE Mei Po — Director, aged 38, is responsible for business investment and development of the Group. Ms. Louie holds a
master’s degree in Business Administration and a bachelor’s degree in Social Science from the Chinese University of Hong Kong.
Prior to joining the Group, Ms. Louie was the executive director of two listed companies in Hong Kong specialising in mortgage
loan financing, property investment and development. She has over ten years’ experience in business investment and development.

She joined the Group in February 2000.

Ms. WONG Shin Ling, Irene — Director, aged 45, is responsible for management and administration of the Group. Ms. Wong
has over 13 years of experience in the field of property development and management. Prior to joining the Group, she was an
executive director of two listed companies in Hong Kong specialising in mortgage loan financing, property investment and

development. She joined the Group in February 2000.

Mr. TAM Wing Kin — Director, aged 40, is responsible for finance and is the company secretary of the Group. He is a member of
The Chartered Institute of Management Accountants, The Association of Chartered Certified Accountants and The Hong Kong
Institute of Certified Public Accountants. He is also a Certified Public Accountant (Practising). Prior to joining the Group, he
worked for an international accountancy firm and two listed companies in Hong Kong. He has over 16 years of experience in

accounting field. He joined the Group in February 2000.
INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. NG Wai Hung — Director, aged 42, is a practicing solicitor and a partner in Iu, Lai & Li, a Hong Kong firm of solicitors and
notaries. Mr. Ng has extensive experience in the area of securities law, corporate law and commercial law in Hong Kong and has
been involved in initial public offerings of securities in Hong Kong as well as corporate restructuring, mergers and acquisitions and
takeovers of listed companies. He frequently advises multinational and Hong Kong corporations on private equity investments,

joint ventures as well as regulatory compliance. He joined the Group in March 2000.

Mr. CHEUNG Chung Leung, Richard — Director, aged 52, has over 20 years of experience as an architect andireal estate
investment adviser. He is also the Executive Chairman of China SMS Limited. He graduated from the University of Hong Kong
with degrees of Bachelor of Arts (Architectural Studies) and Bachelor in Architecture. He is a member of the Hong Korig Institute

of Architects and a Registered Architect pursuant to the Architects Registration Ordinance. He joined the Group in Maich 2000.

Mr. WU Wang Li — Director, aged 31, has over 8 years of experience in the auditing and accounting profession and consulting
services. He is a director of GK Asia Capital Limited and is admitted to the status of Certified Practising Accountant of CPA
Australia. He joined the Group in September 2004.
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SENIOR MANAGEMENT

Mr. TAM Ping Wah, aged 50, product and marketing director, is responsible for the product, sales and marketing management.
He has more than 20 years’ experience in electronic business. Being a graduate from Simon Fraser University in Canada in 1979.
Mr. Tam first worked art a leading electronics company operadion in Hong Kong as regional marketing manager and obtained

extensive exposure to the North American and European markets. He rejoined the Group in December 2005.

Mr. YEUNG Kam Tong, aged 52, is the director and general manager of E-Top PCB Limited and is responsible for the overall
PCB operations of the Group. He holds a bachelor degree in chemical engineering. Prior to joining the Group in 1991, he worked
for several PCB manufacturers at management level and had over 13 years’ operation and management experience in PCB

business.

Mr. Paul NG, aged 51, is the senior marketing manager responsible for the Group’s sales and marketing activities relating to

electronic products. He has over 20 years’ experience in sales and marketing. He joined the Group in 1988.

Mr. LEUNG Hung Tat, aged 40, is the general manager, responsible for the manufacturing operations of the Group’s electronic
products division. Prior to joining the Group in 1995, he worked as quality manager with an electronic manufacturer listed in

Hong Kong for 5 years.

Mr. CHENG Chi Chung, aged 44, is the engineering director, responsible for the management and performance of engineering
division. He holds a bachelor degree in Electronic & Electrical Engineering from the University of Surrey, UK. Mr. Cheng has
extensive experience in electronic industry that he was engineering director in a sizeable organization prior to joining the Group in
2005.

Mr. FONG Wing Hon, aged 40, is the R & D manager, responsible for the Group’s product design and development and
technical support. He holds a bachelor degree in electronic engineering and has over 10 years’ experience in production

engineering. He joined the Group in 1996.

Mr. WEIL, Andrew Yick Siu, aged 36 is the senior business development manager with extensive experience in Japanese market
with more than 14 years. He graduated from the University of Toronto in 1992 with a bachelor degree in Arts & Science. Mr. Wei

worked in various leading Japanese trading companies and buying offices in the electronics field before joining the Group in 2000.

Mr. KIANG Shun Hung, aged 35, is the senior marketing manager, responsible for the sales operation & marketing activities of
the Group's electronics product division and ODM/OEM product development team. He holds a bachelor of degree in social

sciences and has over 12 years’ sales and marketing experience in consumer electronics business. He joined the Group in 1998.

Ms. YAM Sui Kwai, aged 46, is the supply chain manager and is responsible for the Group’s materials management. She holds a
bachelor degree in Business Administration and gets over 10 years experience in manufacturing. Before joining the Group in 2005.

She worked as a materials manager in a public listed company for its LCD production plant in Malaysia.
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The directors herein present their report and the audited financial statements of the Company and the Group for the year ended
31 December 2005.

PRINCIPAL ACTTVITIES

The principal activity of the Company is investment holding. The Group’s principal activities consisted of the design,
development, manufacture and sale of electronic products, the manufacture and sale of printed circuit boards, the trading and
distribution of electronic components and parts, the trading of listed equity investments, the provision of loan financing and the
manufacture and sale of optical products. There were no significant changes in the nature of the Group’s principal activities during

the year.
RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2005 and the state of affairs of the Company and of the Group at that date

are set out in the financial statements on pages 20 w0 77.

The Board do not recommend the payment of any dividend in respect of the year.
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SUMMARY FINANCIAL INFORMATION

A summary of the results of the Group for the last five financial reporting years and of its assets and liabilities, at the respective

financial reporting year end dates, as extracted from the published audited financial statements of the Group, is ser out below.

Year ended 31 December

2005 2004 2003 2002 2001
HK$’000 HK$’000 HK$’000 HK$'000 HK$'000
(restated)

RESULTS
TURNOVER 553,871 691,136 722,782 741,077 544,174
(LOSS)/PROFIT AFTER

FINANCE COSTS (5,005) 20,598 2,808 60,560 28,462
Share of profits less losses of associates 1,997 2,791 1,727 5,797 -
(LOSS)/PROFIT BEFORE TAX (3,008) 23,389 4,535 66,357 28,462
Taxation (1,520) (452) (1,778) (4,675) (3,079)
(LOSS)/PROFIT BEFORE

MINORITY INTERESTS (4,528) 22,937 2,757 61,682 25,383
Minority interests . 9,307 5,758 8,941 1,165 5,734
PROFIT FOR THE YEAR

ATTRIBUTABLE TO EQUITY

HOLDERS OF THE COMPANY 4,779 28,695 11,698 62,847 31,117
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SUMMARY FINANCIAL INFORMATION (CONTINUED)

Year ended 31 December

2005 2004 2003 2002 2001
HK$’000 HK$’000 HK$’000 HKS$’000 HK$000
(restated)
ASSETS AND LIABILITIES
FIXED ASSETS 113,485 171,530 185,769 201,955 138,811
INVESTMENT PROPERTIES 28,750 93,000 - - -
NEGATIVE GOODWILL - (27,284) (40,346) (58,671) -
INTERESTS IN ASSOCIATES 156,892 37,220 35,581 30,894 -
PREPAID RENTAL 1,903 2,640 3,377 4,114 4,851
RENTAL DEPOSITS - - 388 972 517
DEFERRED PRODUCT _

DEVELOPMENT COSTS 6,819 5,861 4,783 4,195 4,459
LOANS RECEIVABLE 1,000 2,000 - - -
AVAILABLE-FOR - SALE

FINANCIAL ASSETS 27,364 -~ - - -
CURRENT ASSETS 594,650 635,798 725,510 676,241 575,477
TOTAL ASSETS 930,863 920,765 915,062 859,700 724,115
CURRENT LIABILITIES 132,044 155,907 191,046 136,492 187,647
PROVISION FOR LONG

SERVICE PAYMENTS 570 949 1,243 1,465 -
DEFERRED TAX 2,053 3,122 1,433 1,433 1,433
TOTAL LIABILITIES 134,667 159,978 193,722 139,390 89,080
NET ASSETS 796,196 760,787 721,340 720,310 635,035

Comparative figures for the year ended 31 December 2004 have been restated to reflect the adoption of the new/revised HKFRS
which is effective for accounting periods commencing on or after 1 January 2005. The comparative figures for the three years
ended 31 December 2001, 2002 and 2003 have not been restated as the directors are of the opinjon that it is impracticable to do

SO.
PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Company and the Group during the year are sec out in note 16

to the financial statements.
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SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital and share options during the year, together with the reasons therefor, are set
pany P p g Y g

out in notes 35 and 37 to the financial statements.

There are no provisions for pre-emptive rights under the Company’s bye-laws or the laws of Bermuda which would oblige the

Company to offer new shares on a pro rata basis to existing shareholders.
RESERVES

Dertails of movements in the reserves of the Company and the Group during the year are set out in note 38 to the financial

statements and in the consolidated statement of changes in equiry, respectively.
DISTRIBUTABLE RESERVES

At 31 December 2005, the Company’s reserves available for cash distribution and/or distribution in specie, calculated in
accordance with the Companies Act 1981 of Bermuda (as amended), amounted to HK$409,810,000. In addition, the Company’s
share premium account, in the amount of HK$200,556,000, may be distributed in the form of fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers accounted for 46% of the total sales for the year and sales to
the largest customer included therein amounted to 14% of the total sales. Purchases from the Group’s five largest suppliers
accounted for 24% of the total purchases for the year and purchases from the largest supplier included therein amounted to 12%

of the total purchases.

As far as the directors are aware, neither the directors, their associates (as defined in the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing Rules”)) nor those shareholders (which, to the knowledge of the
directors, own more than 5% of the Company’s issued share capital) had any interest in the Group’s five largest customers or

suppliers.
DIRECTORS

The directors of the Company during the year were:
Executive directors:

Mr. Yau Tak Wah, Paul (Chairman)

Ms. Louie Mei Po

Ms. Wong Shin Ling, Irene

Mr. Tam Wing Kin

Mr. Tam Ping Wah (resigned on 1 June 2005)

Independent non-executive directors:
Mr. Ng Wai Hung

Mr. Cheung Chung Leung, Richard
Mr. Wu Wang Li
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In accordance with clause 87 of the Company’s bye-laws, Ms Louie Mei Po and Mr. Ng Wai Hung will retire by rotation and,

being eligible, will offer themselves for re-election at the forthcoming annual general meeting.

To comply with the Code on Corporate Governance Pracrices as stipulated in Appendix 14 of the Listing Rules that every director
should be subject to retirement by rotation at least once every three years. Mr. Tam Wing Kin will voluncarily retire and, being

eligible, will offer himself for re-election at the forthcoming annual general meeting.
DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the directors of the Company and the senior management of the Group are set out on paées 7 to 8 of the

Annual Report.
DIRECTORS’ SERVICE CONTRACTS

Mr. Wu Wang Li, an independent non-executive director, has renewed his service contract with the Company for a term of one
vear from 27 September 2005 and subject to rotation and re-election in accordance with the bye-laws of the Company. The
annual director fee is HK$120,000.

Apart from the foregoing, no director proposed for re-election at the forthcoming annual general meeting has a service contract

which is not determinable by the Company within one year without payment other than statutory compensation.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

At 31 December 2003, the interests of the directors in the share capital of the Company or its associated corporations (within the
meaning of part XV of the Securities and Future Ordinance (the “SFO”)), as recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO, or as otherwise notified to the Company and The Stock Exchange of Hong Kong

Limited (the “Stock Exchange”) pursuant to the Model Code for Securities Transactions by Directors of Listed Companies, were as

follows:
Percentage of the
Through controlled Company’s issued
Director Note corporation share capital
Mr. Yau Tak Wah, Paul 1 2,300,000 0.8
Note:

1. These shares were held through Pacific Shore Profits Limited, a company beneficially owned by Mr. Yau Tak Wah, Paul.

Save as disclosed above, none of the directors had registered an interest or short position in the shares, underlying shares or
debentures of the Company or any of its associated corporations that was required to be recorded pursuant to section 352 of the
SFO, or as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code for Securities Transactions by

Directors of Listed Companies.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Save as disclosed in the share option scheme disclosures in note 37 to the financial statements, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement to enable the Company’s directors, their respective spouse or minor

children, to acquire benefits by means of the acquisition of shares in or debentures of the Company or any other body corporate.
DIRECTORS’ INTERESTS IN CONTRACTS

No director had a material interest, either directly or indirectly, in any contract of significance to the business of the Group to

which the Company or any of its subsidiaries was a party during the year.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

As ar 31 December 2005, the following interest of 5% or more in the issued share capital of the Company was recorded in the

register of interests required to be kept by the Company pursuant to Section 336 of the SFO:

Number of Percentage of

Capacity and ordinary the company’s

Name Note nature of interest shares held issue share capital
Winspark Venture Limited 1 Directly beneficially owned 175,803,363 61.5

Nore:

1. The entire issued share capital of Winspark Venture Limited is beneficially owned by Mr. Chan Yuen Ming.
Save as disclosed above, no person, other than the directors of the Company, whose interests are set out in the section “Directors’

interests and short positions in shares and underlying shares” above, had registered an interest or short position in the shares or

underlying shares of the Company that was required to be recorded under Section 336 of the SFO.
PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the Company’s listed securities during the

year.

CONNECTED PARTY TRANSACTIONS
Details of the connected party transactions are set out in note 41 to the financial statements.
POST BALANCE SHEET EVENTS

Details of the significant post balance sheet events of the Group are set out in note 42 to the financial statements.
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CORPORATE GOVERNANCE

The Company’s Corporate Governance Report is set out on pages 16 to 18.

AUDITORS

A resolution for the re-appointment of CCIF CPA Limited as the auditors of the Company for the ensuing year will be proposed

at the forthcoming annual general meeting.

On behalf of the board

Yau Tak Wah, Paul

Chairman

Hong Kong, 13 April 2006
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The Board is committed to raise the standard of corporate governance within the Group in order to enhance the transparency in
disclosure of material information. With effect from 1 January 2005, the Company has applied the principles and complied with
the requirements of the Code on Corporate Governance Practices (the “CG Code”) as set out in Appendix 14 of the Rules

Governing the Listing of Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited.
THE BOARD

The Board has the collective responsibility for leadership and control of, and for promoting the success of, the Company by
directing and supervising the Company’s affairs. One of the roles of the Board is to protect and enhance shareholder value. In the
course of discharging its duties, the Board acts with integrity and due care for the best interests of the Company and its
shareholders. Leading the Group in a responsible and effective manner, the Board adopts formal terms of reference which detail its
functions and responsibilities, including, but not limited to, ensuring competent management, approving objectives, strategies and

business plans and monitoring integrity in the Company’s conduct of affairs.

During the financial year ended 31 December, 2005, the Board held four regular meetings at approximarely quarterly incervals

according to the CG Code. The attendance of each direcror is set out on page 18.

The Company does not appoint chief executive officer. In view of the existing structure of the Board and the operation of the
Group, the Board believes that the present structure of the Board will provide a strong leadership for the Group to implement
prompt decisions and to formulate efficient strategies, which is for benefits of the Group. Moreover, the day-to-day operation of
the Group’s businesses are shared among those executive directors and the management of the Company. Therefore, there should
be a clear division of the responsibilities at the board level to ensure a balance of power and authority, so that power is not

concentrated in any one individual.

Together with a balanced of skill and experience for the business of the Group, a balanced composition of executive and
independent non-executive director of the Board shall exercise effective independent judgment. The Board comprises of seven
directors, of which four are executive directors, namely Mr. Yau Tak Wah, Paul, Ms. Louie Mei Po, Ms Wong Shin Ling, Irene,
and Mr. Tam Wing Kin and three independent non-executive directors, namely Mr. Ng Wai Hung, Mr. Cheung Chung Leung,
Richard and Mr. Wu Wang Li.

During the period, two independent non-executive directors of the Company, namely Mr. Ng Wai Hung and Mr. Cheung Chung
Leung, Richard, are not appointed for any specific fixed term and one independent non-executive director, Mr. Wu Wang Li, is
appointed for the term of one year from 27 September 2005. In accordance with the bye-laws of the Company (the “Bye-Laws”),
at each annual general meeting of the Company one third of the directors shall retire from office by rotation. The Board considers

that sufficient measures will be taken to ensure the corporate governance practices of the Company are not less exacting than those

in the CG Code A.4.1 and A.4.2.

The Company has received, from each of the independent non-executive directors, an annual confirmarion of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers all of the independent non-executive directors are

independent.

The management is obliged to supply the Board with adequate information in a timely manner to enable the members to make
informed decisions and to discharge their duties and responsibilities. Each director has separate and independent access to the

Group’s senior management to acquire more information and to make further enquiries if necessary.




REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

Currently, there is no remuneration committee in the Board. Meanwhile, the Board conducts an informal assessment of the
individual director’s contribution so that no director decides his or her own remuneration and their remuneration has been
relatively stable in the past years. All employees are remunerated based on industry practice and in accordance with the prevailing
labour law. In Hong Kong, apart from basic salary, staff benefits include medical insurance, performance related bonuses and
mandatory provident fund would be provided by the Group. The remuneration commirttee will be established and the Board will

review and formulate its terms of reference in accordance with the Code in due course.
ACCOUNTABILITY AND AUDIT

The Board is responsible for the preparation of the financial statements of the Company and the Group. In preparing the financial
statements, the Board has adopted Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards and

Interpretations issued by the Hong Kong Institute of Certified Public Accountants that are relevant to its operations.

The Board was not aware of any material uncertainties relating to events or conditions that might cast significant doubt upon the

Group’s ability to continue as a going concern, the Board has prepared the financial statements on a going concern basis.

The audit committee comprises three independent non-execurive directors (the “Audit Committee”) and reports to the Board. The
Audit Commirttee meets with the Group’s senior management regularly to review the effectiveness of the internal control systems

and the interim and annual reports of the Group.
The Audit Committee is mainly responsible for:

(i)  making recommendation to the Board on the appointment, re-appointment and removal of the auditors and to approve the

remuneration and terms of engagement of the auditors and any questions of resignation or dismissal;

(i)  reviewing and monitoring the independence and objective of the auditors and the effectiveness of the audit process in

accordance with applicable standard;

(iif)  liaising with the Board, senior management and the auditors to monitor the integrity of financial statements, the interim
and annual reports particular on its accounting policies and practices and compliance with accounting standards, the Listing

Rules and other legal requirements in relation to financial reporting;

(iv)  reviewing the financial control, internal control and risk management system to ensure the management of the Company

discharge its duty to have an effective internal control system;
(v)  reviewing of the report and management letter submitted by the auditors; and

(vi) considering any findings of major investigations of internal control matters as delegated by the Board or on its own

initiative and management’s response.

During the year, the Audit Committee reviewed the audited financial results of the Group for the year ended 31 December 2005
and the accounting principles and practices adopted by the Group and the adequacy and effectiveness of the Company’s internal

control systems.
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INTERNAL CONTROL

The Board, through the Audit Committee, has reviewed the effectiveness of the Group’s internal control system covering all
material controls, including financial, operational and compliance controls and risk management functions. Areas for
improvement have been identified and appropriate measures taken so as to safeguard the shareholders’ investment and the

Company’s assets.
DELEGATION BY THE BOARD

The Board is responsible for determining the overall strategy and corporate development and ensuring the business operations are
properly monitored. The Board reserves the right to decide all policy matters of the Group and material transactions. The Board
delegates the day-to-day operations to general managers and department heads who are responsible for different aspects of the

operations of the Group.
COMMUNICATION WITH SHAREHOLDER

The Company believes in regular and timely communication with shareholders as part of its efforts to help shareholders
understand its business better and the way the Company operates. To promote effective communication with the public at large,
the Company maintains a website (htep://www.tihl.com.hk) on which comprehensive information abour the Company’s major
businesses, financial information and announcements, annual and interim reports and shareholders circulars are being made

available.

The Board is endeavour to maintain an on-going dialogue with shareholder. The chairman of the Board and member of the Audit

Committee should attend the annual general meeting to answer questions.
MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 of che Listing Rules for directors’ securities transactions.
Having make specific enquiries of all directors of the Company, they have confirmed that they complied with required standard

set out in the Model Code throughout the accounting period covered by the Annual Report.

DIRECTORS’ ATTENDANCE AT BOARD AND AUDIT COMMITTEE

The Board Audit Committee
Number of Number of
meeting Attendance meeting Attendance

Executive Directors
Mr. Yau Tak Wah (Chairman of the Board) 4 4 4 N/A
Miss Louie Mei Po 4 4 4 N/A
Miss Wong Shin Ling, Irene 4 4 4 N/A
Mr. Tam Wing Kin 4 4 4 N/A
Independent non-executive Ditectors
Mr. Ng Wai Hung (Chairman of the Audit Committee) 4 4 4
Mr. Cheung Chung Leung, Richard 4 4 4

Mr. Wu Wang Li 4 4 4
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AUDITORS’ REPORT TO THE SHAREHOLDERS OF Cg‘/‘: fPA j'-“é""[ED
ennessy Centre

TOMORROW INTERNATIONAL HOLDINGS LIMITED 500 Hennessy Road

(Incorporated in Bermuda with Limited Liability) Causeway Bay Hong Kong

We have audited the financial statements on pages 20 to 77 which have been prepared in accordance with accounting principles

generally accepted in Hong Kong.
RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Company’s directors are responsible for the preparation of financial statements which give a true and fair view. In preparing
financial statements which give a true and fair view, it is fundamental that appropriate accounting policies are selected and applied

consistently.

[t is our responsibility to form an independent opinion, based on our audit, on those financial statements and to report our
opinion solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accepr liability to any other

person for the contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong Institute of Certified
Public Accountants. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosiires in the
financial statements. It also includes an assessment of the significant estimates and judgements made by the directors in the
preparation of the financial statements, and of whether the accounting policies are appropriate to the circumstances of the

Company and the Group, consistently applied and adequately disclosed.

We planned and performed our audit so as to obrain all the information and explanations which we considered necessary in order
to provide us with sufficient evidence to give reasonable assurance as to whether the financial statements are free from material
misstatement. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial

statements. We believe that our audit provides a reasonable basis for our opinion.

OPINION

In our opinion the financial statements give a true and fair view of the state of affairs of the Company and of the Group as at 31
December 2005 and of its loss and cash flows of the Group for the year then ended and have been properly prepared in

accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

CCIF CPA Limited
Certified Public Accountants

Hong Kong, 13 April 2006

Choi Man On, Andy
Practising Certificate Number P02410
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Year ended 31 December 2005

2005 2004
Note HK$’000 HK$000
TURNOVER 8 553,871 691,136
COST OF SALES (473,975) (599,715)
GROSS PROFIT 79,896 91,421
Other revenue 9 26,196 14,089
Negative goodwill recognised as income - 13,062
(Loss)/Gain on disposal of properties held for sale (143) 3,900
Gain on disposal of controlling interest in Swank 36 42,244 -
Gain on disposal of partial interest in Swank - 8,458
Gain on disposal of investment properties 2,715 -
Reversal of previous revaluation deficits of
leasehold buildings, net 5,270 3,346
Write back of over-provision against properties
held for sale 200 3,150
Gain on disposal of interests in associates - 10,900
Net loss arising from fair value change of
investment properties (490) -
Distribution costs (18,359) (24,050)
Administrative expenses (94,712) (102,958)
Other operating expenses (2,822) (720)
PROFIT FROM OPERATING ACTIVITIES 10 39,995 20,598
Impairment loss on a loan receivable 25 (45,000) -
Share of profits less losses of associates 1,997 2,791
(LOSS)/PROFIT BEFORE TAXATION (3,008) 23,389
TAXATION 13 (1,520) (452)
(LOSS)/PROFIT FOR THE YEAR (4,528) 22,937
Atrributable ro:
Equity holders of the Company 14 4,779 28,695
Minority interests (9,307) (5,758)
(4,528) 22,937
Earnings per share for profit attributable
to the equity holders of the Company during the year 15
Basic 1.67 cents 10.03 cents
Diluted N/A N/A

The notes on pages 27 to 77 form an integral part of these financial statements.
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31 December 2005

2005 2004
Note HK$’000 HK$’000
ASSETS
Non-current assets
Property, plant and equipment 16 103,178 160,971
Leasehold land and land use rights 17 10,307 10,559
Investment properties : 18 28,750 93,000
Negative goodwill 19 - (27,284)
Interests in associates 21 156,892 37,220
Prepaid rental 22 1,903 2,640
Deferred product development costs 23 6,819 5,861
Available-for-sale financial assets 24 27,364 -
Loans receivable 25 1,000 2,000
336,213 284,967
Current assets
Cash and cash equivalents 26 396,775 397,724
Properties held for sale 27 6,200 6,000
Short term investments 28 - 7,491
Financial assets at fair value through profit or loss 28 2,465 -
Inventories 29 67,540 89,410
Accounts receivable 30 62,892 115,889
Bills receivable - 574
Loans receivable 25 6,046 1,067
Interest receivable on loans 12 19
Prepayments, deposits and other receivables 31 52,720 17,624
594,650 635,798
LIABILITIES
Current liabilities
Accounts payable 32 71,658 92,704
Amounts due to associates 21 - 12,647
Other payables and accruals 40,017 30,423
Tax payable 20,369 20,133
132,044 155,907
Net current assets 462,606 479,891
Total assets less current liabilities 798,819 764,858
Non-current liabilities
Provision for long service payments 33 570 949
Deferred tax liabilities 34 2,053 3,122
2,623 4,071

NET ASSETS 796,196 760,787
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31 December 2005

2005 2004
Note HKS$’000 HK$’000

CAPITAL AND RESERVES
Issued capital 35 2,861 2,861
Reserves 38(a) 781,252 736,790
Equity attributable to equity holders of the Company 784,113 739,651
Minority interests 12,083 21,136
Total equity 796,196 760,787

Approved and authorised for issue by the board of directors on 13 April 2006.

On behalf of the board
Yau Tak Wah, Paul Louie Mei Po
Director Director

The notes on pages 27 to 77 form an integral part of these financial stacements.




BALANCE SHEET

31 December 2003

2005 2004
Note HK$’000 HK$ 000
ASSETS
Non-current assets
Property, plant and equipment 16 7 27
Interests in subsidiaries 20 350,360 331,772
350,367 331,799
Current assets
Prepayments, deposits and other receivables 980 853
Tax recoverable 14 14
Cash and cash equivalents 26 264,062 276,973
265,056 277,840
LIABILITIES
Current liabilities
Other payables and accruals 1,889 1,606
Net current assets 263,167 276,234
Total assets less current liabilities 613,534 608,033
Non-current liabilities
Provision for long service payments 33 230 230
NET ASSETS 613,304 607,803
CAPITAL AND RESERVES
Issued capital 35 2,861 2,861
Reserves 38(b) 610,443 604,942
Total equity 613,304 607,803

Approved and authorised for issue by the board of directors on 13 April 2006

On behalf of the board
Yau Tak Wah, Paul Louie Mei Po
Director Director

The notes on pages 27 to 77 form an integral part of these financial statements.

23




' F FIYRGT Al i Ie TN UNY T
24 |CONSOLIDATED STATEMENT OF CHANGZES IN

Year ended 31 December 2005

Auributzble to equity holders of the Company

Revaluation

reserve for

Exchange Capital ~ Property  Iovestment  available-for-
Share Share  fluctuation Capital  Contributed  redemption ~ revaluation  property  sale financil ~ Retained Minority Toul
capitd  premium reserve reserve surplus reserve reserve feserve assets profits Total interests equity

HKS000  HKS000  HKSO000  HKSO00  HKS000  HKS000  HKS000  HKS000 HKS000  HKS000  HKS000  HKS000  HKS000

As 31 December 2003
and { January 2004
-aspreviously reported 2,861 200556 1474 801 183.208 77 - - - 209238 698,215 15,126 721,341
- opening adjustments
for the adoption
of HKaS 17 - - - - - - - - - 4310 4310 Co. 4310
As restated 2861 300356 1474 801 183.208 77 - - - N34 0230 3,126 735,631
Arising from revaluarion
of investment properties - - - - - - - 7963 - - 7963 - 7963
Increase in fair value
of available-for-sale
financial assets - - - - - - - - - - - - -
Exchange realignment - - 468 - - - - - - - 468 31 49
Net gains and losses
no recogaised in the
income starements - - 468 - - - - 7,963 - - 8,431 3 8,462
Partal disposal of
subsidiaries - - - - - - - - - - - 3737 3737
Net profivfloss)
Jor the veas - - - - - - - - - 28695 28,695 (5,738) 22,957
At 31 December 2004
and 1 January 2005 1861 200,536 1942 801 283,208 77 - 7.963 - 242,243 739,631 1,136 760,787
- Opening adjustments
for the adoption of
- HKAS 40 - - - - - - - (7,963 - 7.963 - - -
- HKERS 3 - - - - - - - - - 17030 7,030 154 27,284
A restated 1861 200536 1,942 301 283,208 7 - - - 277,23 766,681 2139 788,071

Arising from revaluarion

of leasehold buildings - - - - - - 6 - - - 6 - 6
Increase in fair value

of available-for-sale

financial assers - - - - - - - - 15,620 - 15,620 - 15,620
Exchange realignment - - (2.973) - - - - - - - (1973) - 1973)
Net gains and losses

20t recognised in

the income starement - - 12973 - - - 6 - 15,620 - 12,633 - 12,633
Net profii/{oss)

for the year - - - - - - - - - 4779 4779 (9,307) (4,528)
At 31 December 2003 2861 200,556 {1.031) 801 283,208 7 6 - 15,620 282015 784113 12,083 796,196
Share capital and

reserves retained by:

Company and it

subsidiaries 1,861 200,356 {1031 801 283,208 7 6 - 15620 282005 784,113 12,083 796,196
Associares - - - - - - - - - - - - -
Ac31 December 2003 2861 200,556 {1031) 801 283,208 77 6 - 15,620 182015 784113 12,083 796,196
Company and its

subsidiaries 2861 200,556 1941 801 283,208 77 - 7,963 - 23307 730487 0,136 751,623
Associates - - - - - - - - - 9,164 9,164 - 9,164
Ac31 December 2004 1861 200556 1942 801 183.208 77 - 7,963 - U243 739651 1136 760,787

The notes on pages 27 to 77 form an integral part of these financial statements.
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Year ended 31 December 2005

2005 2004
Note HK$’000 HKS$’000
(LOSS)/PROFIT FROM ORDINARY ACTIVITIES
BEFORE TAXATION (3,008) 23,389
Adjustments for:
Reversal of previous revaluation deficits of leaschold buildings, net (5,270) (3,346)
Write back of provision against properties held for sale (200) (3,150)
Share of profits less losses of associates (1,997) (2,791)
Bank interest income (9,025) (1,575)
Other interests earned (7,102) -
Dividend income from short term investments (106) (363)
Negarive goodwill recognised as income - (13,062)
Gain on disposal of controlling interest in Swank (42,244) -
Gain on disposal of partial interest in Swank - (8,458)
Gain on deregistration of subsidiaries (2,973) -
Gain on disposal of interest in associates - (10,900)
Loss/(gain) on disposal of properties held for sale 143 (3,900)
Depreciation 26,539 35,347
Amortisation of leasehold land and land use rights 252 252
Amortisation of prepaid rental 737 737
Amortisation of deferred product development costs 1,641 1,421
Write back of provision for impairment loss on accounts receivable - (1,090)
Provision against inventories 1,190 289
Provision for impairment loss on a loan receivable 45,000 -
Loss/(gain) on disposal of fixed assets 44 (21)
Exchange difference - (184)
Gain on disposal of short term investments (72) -
Gain on disposal of investment properties (2,715) | -
Net loss arising from fair value change of investment properties 490 -
Operating profit before working capital changes 1,324 12,595
Additions to deferred product development costs (2,599) (2,499)
(Increase)/decrease in balances with associares, net (2,183) 3,648
Decrease/(increase) in short term investment 4,122 (7,491)
Decrease in accounts receivable 9,081 25,617
Decrease in bills receivable 574 1,307
(Increase)/decrease in loans receivable (48,979) 9,254
(Decrease)/increase in interest receivable on loans 7 (7)
(Increase)/decrease in prepayments, deposits and other receivables (20,156) 12,417
Increase in inventories (6,542) (11,789
Decrease in accounts payable (683) (26,571)
Increase/(decrease) in other payables and accruals 19,508 (7,199)
Decrease in provision for long services payments - (294)
Cash (used)/generated from operations (46,5206) 8,988
Interest received 9,025 1,575
Income tax paid (1,503) (1,687)

NET CASH (OUTFLOW)/INFLOW FRCM
OPERATING ACTIVITIES (39,004) 8,876
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Year ended 31 December 2005

2005 2004
Note HK$’000 HK$’000
NET CASH (OUTFLOW)/INFLOW FROM
OPERATING ACTIVITIES (39,004) 8,876
INVESTING ACTIVITIES
Dividend received from short term investments 106 363
Purchase of property, plant and equipment (9,632) (13,956)
Purchase of investment properties (6,740) (83,348)
Net cash outflow from disposal of controlling
interest in Swank 36 (8,526) -
Proceeds from disposal of partial interest in Swank - 12,088
Proceeds from disposal of investment properties 73,215 -
Purchase of available-for-sale financial assets (11,744) -
Proceeds from disposal of short term investments 976 -
Purchase of properties held for sale (5,870) (9,683)
Proceeds from disposal of properties held for sale 5,727 16,433
Proceeds from disposal of fixed assets 543 274
Refund of rental deposit - 388
Dividends received from associates - 5,000
Proceeds from disposal of interests in associates - 4,700
NET CASH INFLOW/(OUTFLOW) FROM INVESTING ACTIVITIES 38,055 (67,741)
NET DECREASE IN CASH AND CASH EQUIVALENTS (949) (58,863)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 397,724 456,589
CASH AND CASH EQUIVALENTS, END OF YEAR 396,775

The notes on pages 27 to 77 form an integral part of these financial statements.
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31 December 2005

BASIS OF PREPARATION

a)

b)

Principal activities

The principal activity of the Company is investment holding. During the year, the Group’s principal activities
consisted of the design development, manufacture and sale of electronic products, the manufacture and sale of
printed circuit boards ("PCBs”), the trading and distribution of electronic components and parts, the trading of listed
equity investments, the provision of loan financing, and the manufacture and sale of oprical products. There were no

significant changes in the nature of the Group’s principal activities during the year.
Basis of consolidation

The Group financial statements include the financial statements of the Company and its subsidiaries for the year
ended 31 December 2005. The results of the subsidiaries acquired or disposed of during the year are consolidated
from or to their effective dates of acquisition or disposal, respectively. All significant intercompany transactions and

balances within the Group are eliminated on consolidation.

The gain or loss on the disposal of a subsidiary represents the difference between the proceeds of the sale and the
Group’s share of its net assets together with any goodwill or capital reserve which was not previously charged or

recognised in the consolidated income statement.

Minority interests represent the interests of outside shareholders in the results and net assets of the Company’s

subsidiaries.

CHANGES IN ACCOUNTING POLICIES

In the current year, the Group has adopted, for the first time, a number of new Hong Kong Financial Reporting Standards

{(“HKFRSs”), Hong Kong Accounting Standards (“HKASs”) and Interpretations (hereinafter collectively referred to as “new
HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) that are relevant to its

operations. This includes the following new, revised and renamed standards:

HKAS 1

HKAS 2

HKAS 7

HKAS 8

HKAS 10
HKAS 12
HKAS 14
HKAS 16
HKAS 17
HKAS 18
HKAS 19
HKAS 21
HKAS 23
HKAS 24
HKAS 27
HKAS 32

Presentation of Financial Statements

Inventories

Cash Flow Statements

Accounting Policies, Changes in Accounting Estimates and Errors
Events after the Balance Sheet Date

Income Taxes

Segment Reporting

Property, Plant and Equipment

Leases

Revenue

Employee Benefits

The Effects of Changes in Foreign Exchange Rates
Borrowing Costs

Related Party Disclosures

Consolidated and Separate Financial Statements

Financial Instruments: Disclosures and Presentation

ko

~
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31 December 2005

2. CHANGES IN ACCOUNTING POLICIES (CONTINUED)

HKAS 33 Earnings Per Share

HKAS 36 Impairment of Assets

HKAS 37 Provision, Contingent Liabilities and Contingent Assets
HKAS 38 Intangible Assets

HKAS 39 Financial Instruments: Recognition and Measurement
HKAS 39 (Amendmenrt) Transition and Initial Recognition of Financial Assets and Financial Liabilities
HKAS 40 Investment Properties

HKAS-Int 15 Operating Leases-Incentives

HKAS-Inc 21 Income taxes-recovery of revaluated non-depreciable assets
HKFRS 2 Share-based Payments

HKEFRS 3 Business Combinations

HKFRS 4 Insurance Contracts

The adoption of new/revised HKASs 1, 2, 7, 8, 10, 12, 14, 16, 18, 19, 21, 23, 24, 27, 33, 37, HKAS-Int 15, HKFRSs 2

and 4 did not result in substantial changes to the Group’s accounting policies. In summary:
- HKAS 1 has affected the presentation of minority interest and other disclosures.

- HKASs 2,7, 8,10, 12, 14, 16, 18, 19, 23, 27, 33, 37, HKAS-Int 15 and HKFRSs 2 and 4 had no material effect on

the Group’s policies.

- HKAS 21 had no marerial effect on the Group’s policy. The functional currency of each of the consolidared entities

has been re-evaluated based on the guidance to the revised standard.
- HKAS 24 has affected the identification of related parties and some other related-party disclosures.
a) HKAS 17 Leases

The adoption of HKAS 17 has resulted in a change in accounting policy relating to leasehold land. Leasehold land
was previously included in leaschold properties which are stated art fair value. In accordance with the provisions of
HKAS 17, leasehold properties are split into a lease of land and a lease of building in proportion to the relative fair
values of the interests in the land element and the building element of the lease at the inception of the lease. The lease
premium for leasehold land is stated at cost and amortised over the period of the lease. HKAS 17 has been applied

retrospectively.

Building portion of freehold and leasehold properties was previously scated at fair value. Following the adoption of
HKAS 17 where leasehold land is subject to amortisation, the accounting policy on building is changed and
buildings are now stated atr valuation less accumulated depreciation and impairment. This change in accounting

policy has been applied retrospectively.
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31 December 2005

CHANGES IN ACCOUNTING POLICIES (CONTINUED)

b)

c)

HKAS 40 Investment Properties

In prior years, the Group stated its investment properties at valuation and recorded the increase in valuation to the
investment properties revaluation reserve. Decreases in the valuation were first set off against increases on earlier
valuations on a portfolio basis and thereafter are expensed in the income statement. Moreover, investment properties

held on leases with unexpired period of 20 years or less were depreciated over the remaining period of the lease.

The adoption of HKAS 40 has led to the changes in the fair value of investment properties being recorded in the
income statement and the investment properties are no longer subject to depreciation where the unexpired periods of

the lease are 20 years or less.

HKAS 40 is applied prospectively from 1 January 2005. Under the transitional provision of HKAS 40, the amount

held in the investment property reserve at 1 January 2005 has been transferred to the Group’s retained profits.
HIKAS-Int 21 Income taxes — recovery of revaluated non-depreciable assets

The adoption of revised HKAS-Int 21 has resulted in a change in the accounting policy relating to the deferred
taxation of the Group’s investment property. In accordance with the provision of HKAS-Int 21, the deferred tax
liabilities arising from the revaluation of investment properties is measured on the basis of tax consequences that
would follow from recovery of the carrying amount of thar asset through use. In prior years, the carrying amount of

that asset is expected to be recovered through sale. The charge in accounting policy has been applied retrospectively.

HKAS 32 Financial Instruments: disclosure and presentation and HKAS 39 financial instruments: recognition and

measurement

HKAS 32 and HKAS 39 establish principles for disclosure, presentation, recognition and measurement of financial
instruments, including non-derivative financial assets, non-derivative financial liabilities and derivative instruments

for hedging activities. The Group has adopted HKAS 32 and HKAS 39 prospectively from 1 January 2005.

Under HKAS 39, financial assets are classified as “financial asses at fair value through profit or loss”, “available-for-
sale financial assets”, “loans and receivables”, or “held-to-maturity financial assets”. “Financial assets at fair value
through profit or loss” and “available-for-sale financial assets” are carried at fair value, with changes in fair values
ghp
recognised in the income statement and equity respectively. Available-for-sale equity investments that do not have
g Yy Iesp ¥ }
quoted market prices in an active market and whose fair value cannot be reliably measured and derivatives thar are
linked to and must be settled by delivery of such unquoted equity instruments are measured ar cost less impairment
after initial recognition. “Loans and receivables” and “held-to-maturity financial assets” are measured at amortised
g y

cost using the effective interest method after initial recognition.
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31 December 2005

2.

CHANGES IN ACCOUNTING POLICIES (CONTINUED)

e)

£)

HKFRS 3 Business combinations; HKAS 36 impairment of assets and HKAS 38 intangible assets

The adoption has resulted in a change in accounting policy for goodwill. Goodwill was previously amortised on a

straight-line basis over a period not exceeding 20 vears, and assessed for impairment at each balance sheet date.

Under HKFRS 3, goodwill is no longer amortised. Instead, it is tested for impairment annually, or more frequently, if
events or changes in circumstances indicate a possible impairment. Any excess of fair value of assets and liabilities
acquired over cost is recognised immediately as income under HKFRS 3. However, HKFRS 3 requires, if an entity
previously recognised goodwill as a deduction from equity, it shall not recognise that goodwill in the income
statement when it disposes of all or parr of the business to which that goodwill relates or when a cash-generating unit
to which the goodwill relates becomes impaired. There is no transitional arrangement for goodwill which has

previously been eliminated against reserves as a matter of accounting policy.

HKEFRS 3 is applied prospectively from 1 January 2005. Under the transitional provision of HKFRS 3, the Group
has to cease amortisation of goodwill from 1 January 2005, and the negative goodwill previously recognised has to be

derecognised as at 1 January 2005, with a corresponding adjustment to the opening retained profits.
New standards or interprerations that have been issued but are not yet effective
The Group has not early adopted the following Standards or interpretations that have been issued but are not yet

effective. The adoption of such Standards and Interpretations will not result in substantial changes to the Group’s

accounting policies.

HKAS 1 (Amendment) Capital Disclosures

HKAS 19 (Amendment} Employee Benefits — Actuarial Gains and Losses, Group Plans
and Disclosures

HKAS 39 (Amendment) The Fair Value Option

HEKAS 39 & HKFRS 4 (Amendment) Financial Instruments: Recognition and Measurement and

Insurance Contracts — Financial Guarantee Contracts

HKFRS 7 Financial Instruments — Disclosures
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SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES

a)  Effect on the consolidated income statement for the year ended 31 December 2005 and 2004

Effect of adopting
HKAS- HKASs
HKAS 17 HKAS 40 Int 21 32/39 HKEFRS 3 Total

HK$000 HK$000 HK$000 HKE000 HK$000 HK$000

Year ended 31 December 2005

Increase in depreciation of

property, plant and equipment (418) - - - - (418)
Decrease in amortisation of

leasehold land and land use rights 97 - - - - 97
Decrease in negative goodwill

recognised as income - - - - (13,062) (13,062)
Decrease in reversal of previous

revaluation deficits of leasehold

buildings, net (6) - - - - (©)
Increase in net loss arising from

fair value change of investment

properties - (490) - — - (490)
Increase in deferred raxation in

relation o fair value gains of

investment properties - - (620) - - (620)
Decrease in deferred taxation in

relation to disposal of

investment properties - - 1,689 - - 1,689

Decrease in profit for the year (327) (490) 1,069 - (13,062) (12,810)

Attributable to:

Equity holders of the Company (327) (490) 1,069 - (12,954) (12,702)
Minority interests - - - - (108) (108)

(327) (490) 1,069 - (13,062) (12,810)




32 |NOTES TO THE FINANCIAL STATEMENT

31 December 2005

3.

SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

a) Effect on the consolidared income statement for the year ended 31 December 2005 and 2004 (continued)

Effect of adopting
HKAS- HKASs
HKAS 17 HKAS 40 Int 21 32/39 HKEFRS 3 Total

HK$000 HK$000 HK$000 HK$000 HK$000 HK$000

Year ended 31 December 2004

Increase in depreciation of

property, plant and equipment (333) - - - (333)

Decrease in amortisation of

leasehold land and land use right 14 - - - - 14
Decrease in reversal of

previous revaluation deficits

of leasehold buildings, net (1,497) - - - - (1,497)

Decrease in profit for the year (1,816) - - - - (1,816)

Actributable to:
Equity holders of the Company (1,816) - - - - (1,816)

Mineority interests - - - - - -

(1,816) - - - - (1,816)
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3. SUMMARY OF THE EFFECTS CF THE CHANCES IN ACCOUNTING POLICIES
(CONTINUED)

b) Effect on the consolidated balance sheet as at 31 December 2005 and 2004

Effect of adopting
HKAS- HKASs
HKAS 17 HKAS 40 Int 21 32/39 HKFRS 3 Total

HK$000 HK$000 HK$'000 HK$000 HK$000 HKS000

As at 31 December 2005

Increase/(decrease) in:

Assets
Intangible assets - - - - 27,284 27,284
Available-for-sale financial assets - - - 15,620 - 15,620
Property, plant and equipment (418) - - - - (418)
Leasehold land and land use rights 97 - ~ - - 97
Liabilides
Deferred tax liabilities - - 1,069 - - 1,069
(321) - 1,069 15,620 27,284 43,652
Equity
Property revaluation reserve 6 - - - - 6
Investment property reserve - (7,473) - - - (7,473)
Revaluation reserve for
available-for-sale financial assers - - - 15,620 - 15,620
Rerained profirs (327) 7,473 1,069 - 27,030 35,245
Minority interests - - - - 254 254

(321) - 1,069 15,620 27,284 43,652
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3.

SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES

(CONTINUED)

b) Effect on the consolidated balance sheet as at 31 December 2005 and 2004 (continued)

Effect of adopting
HKAS- HKASs
HKAS 17 HKAS 40 Int 21 32/39 HKFRS 3 Total
HK$’000 HK$'000 HK$000 HK$000 HK$000 HK$’000
As at 31 December 2004
Increase/(decrease) in:
Assets
Property, plant and equipment (8,440) - - - - (8,440)
Leasehold land and land use rights 10,559 - - - - 10,559
Liabilities
Deferred tax liabilities - - (1,689) - - (1,689)
2,119 - (1,689) - - 430
Equity
Property revaluation reserve (375) - - - - (375)
Investment property reserve - - (1,689) - - (1,689)
Retained profits 2,494 - - - - 2,494
2,119 - 430

- (1,689) -

SUMMARY OF SIGNIFI T ACCOUNTING POLICIES

The financial statements have been prepared in accordance with HKFRSs issued by the HKICPA and the disclosure

requirements of the Companies Ordinance. The financial statements are prepared under the historical cost convention as

modified by certain properties and financial instruments, which are measured at revalued amounts or fair values. These

financial statements also comply with the applicable disclosure provisions of the Rules Governing the Listing of Securities

on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). A summary of the principal accounting policies

adopted by the Group is set out below.

a) Subsidiaries

A subsidiary is a company in which the Group or Company, directly or indirectly, controls more than half of its

voting power or issued share capital or controls the composition of its board of directors. Subsidiaries are considered

to be controlled if the company has the power, directly or indirectly, to govern the financial and operating policies, so

as to obrain benefits from their activities.

Investments in subsidiaries in the balance sheet are stated at cost less provision, if necessary, for any permanent

diminution in value. The results of subsidiaries are accounted to the extent of dividends received and receivable.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

a)

Subsidiaries (continued)

Intra-group balances and transactions, and any unrealised profits arising from intra-group transactions, are eliminated
in full in preparing the consolidated financial stacements. Unrealised losses resulting from intra-group transactions are

eliminated in the same way as unrealised gains, but only to the extent that there is no evidence of impairment.
Joint venture companies

A joint venture company is a company set up by contractual arrangement, whereby the Group and other parties
undertake an economic activity. The joint venture company operates as a separate entity in which the Group and the

other parties have an interest.

The joint venture agreement between the venturers stipulates the capital contributions of the joint venture parties,
the duration of the joint venture and the basis on which the assets are to be realised upon its dissolution. The profits
and losses from the joint venture company’s operations and any distributions of surplus assets are shared by the
venturers, either in proportion to their respective capital contributions, or in accordance with the terms of the joint

venture agreement.
A joint venture company is treated as:
i) a subsidiary, if the Group has unilateral control, directly or indirectly, over the joint venture company;

i) an associate, if the Group does not have unilateral or joint control, but holds, directly or indirectly, generally
not less than 20% of the joint venture company’s registered capiral and is in a position to exercise significant

influence over the joint venture company;

iii)  ajointly-controlled entity, if the Group does not have unilateral control, but has joint control, directly or

indirectly, over the joint venture company; and

iv)  a financial asset, if the Group holds, directly or indirectly, less than 20% of the joint venture company’s
registered capital and has neither joint control of, nor is in a position to exercise significant influence over, the

joint venrure company.
Associates

An associate is a company in which the Group or the Company has significant influence and which is neither a

subsidiary nor a joint venture of the Group or the Company.

The investments in associates are stated at cost less impairment losses. The results of associates are accounted for to

the extent of dividends received and receivable

The investments in associates are accounted for in the consolidated balance sheet under the equity method whereby
the investments are initially recorded at cost and adjusted thereafter for the post acquisition change in the Group’s or
the Company’s share of net assets of the associates. The results of the associates are accounted for in the consolidared
income statement to the extent of the Group’s or the Company’s share of the associates’ results of operation. However,
when the Group’s share of losses in an associate equals or exceeds its interest in the associate, the Group does not

recognise further losses, unless it has incurred obligations or made payments on behalf of the associate.
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SUMMARY OF SIGNIF-CANT ACCOUNTING >PCLUICTES (CONTINIED,

d)

£

Goodwill

Goodwill represents the excess of the cost of a business combination or an investment in an associate or a jointy
controlled entity over the group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and

contingent liabilities.

Goodwill is stated at cost less accumulated impairment losses. Goodwill is allocated to cash-generating units and is
tested annually for impairment. In respect of associates or jointly controlled entities, the carrying amount of goodwili

is included in the carrying amount of the interest in the associate or jointly controlled entity.

Any excess of the group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent
liabilities over the cost of a business combination or an investment in an associate or a jointly controlled entity is

recognised immediately in the income statement.

On disposal of a cash generating unit, an associate or jointly controlled entity during the year, any attributable
P g g J Y Yy g ¥ y

amount of purchased goodwill is included in the calculation of the profit or loss on disposal.
Investment property

Investmenc properties are land and buildings which are owned or held under a leasehold interest to earn rental

income and/or for capital appreciation. These include leasehold land held for a currently undetermined future use.

Investment properties are stated in the balance sheet at fair value. Any gain or loss arising from a change in fair value

or from the retirement or disposal of an investment property is recognised in the income statement.
Property, plant and equipment and depreciation

Property, plant and equipment are stated at cost or valuation less accumulated depreciation and any impairment

losses.

The cost of an asset comprises its purchase price and any directly actributable costs of bringing the asset to its
working condition and location for its intended use. Expenditure incurred after the fixed assets have been purt into
operation, such as repairs and maintenance, is normally charged to the income statement in the period in which it is
incurred. In situations where it can be clearly demonstrated that the expenditure has resulted in an increase in the
future economic benefits expected to be obtained from the use of the asset, the expenditure is capirtalised as an

additional cost of the asser.

Depreciation is calculated on the straight-line basis to write off the cost or valuation of each asset over its estimated

useful life. The principal annual rates used for this purpose are as follows:

Leasehold buildings 4%
Leasehold improvements 5—-50%
Plant and machinery 6.67 - 20%
Furniture, fixtures and office equipment 10 = 20%
Motor vehicles 20%
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NMIVARY OF SIGNITICANT ACCOUNTING POLICIES (CONTINJED)
Property, plant and equipment and depreciation (continued)

Changes in the values of property, plant and equipment resulting from revaluarions are dealt with, on an individual
asset basis, as movements in the asset revaluation reserve. Deficits arising from revaluation, to the extent they cannot
be offset against the revaluation surplus in respect of the same asser, are charged to the income statement. Any

subsequent revaluation surplus is credited to income statement to the extent of the deficit previously charged.

The gain or loss on disposal or retirement of a property, plant and equipment recognised in the income statement is
the difference between the net sales proceeds and the carrying amount of the relevant asset. On disposal or
retirement, the attribucable revaluation surplus not previously dealt with in retained profits is transferred directly to

retained profits.
Impairment of asscts
The Group’s goodwill, other intangible assets and property, plant and equipment are subject to impairment testing.

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units). As a result, some assets are tested individually for impairment and
some are tested at cash-generating unit level. Goodwill in particular is allocated to those cash-generating units that are
expected to benefit from synergies of the related business combination and represent the lowest level within the

Group at which management controls the related cash flows.

Individual assets or cash-generating units that include goodwill and other intangible assets with an indefinite useful
life of those not yet available for use are tested for impairment at least annually. All other individual assets or cash-
generating units are tested for impairment whenever events or changes in circumstances indicate that the carrying

amount may not be recoverable.

An impairment loss is recognized for the amount by which the asset’s or cash-generating unit’s carrying amount
exceeds its recoverable amount. The recoverable amount is the higher of fair value, reflecting market conditions less
costs to sell and value in use, based on an internal discounted cash flow evaluation. Impairment losses recognised for
cash-generating units, to which goodwill has been allocated, are credited initially to the carrying amount of goodwill.

Any remaining impairment loss is charged pro rata to the other assets in the cash generating unir.

All assets other than goodwill that suffered an impairment are reviewed for possible reversal of the impairment at each

reporting date.
Properties held for sale

Properties held for sale are stated at the lower of carrying amount and net realisable value. Carrying amount is the

lower of cost less impairment losses and valuation.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Research and development costs
All research costs are charged to the income statement as incurred.

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

which does not meet these criteria is expenses when incurred.

Deferred development costs are stated at cost less any impairment losses and are amortised using the straight-line
method over the commercial lives of the underlying products not exceeding seven years, commencing from the date

when the products are put into commercial production.
Financial assets
From 1 January 2004 to 31 December 2004:

The Group classified its investments in equity securities held for trading purposes as short term investment and were
stated at their fair values at the balance sheet date on an individual investment basis. Fair values are determined by
reference to quoted market prices net of any discount which is deemed necessary by the directors to reflect the
potential impact of the disposal of such shares in the case of substantial shareholdings. The gains or losses arising
from changes in the fair value of a security are credited to or charged to the income statement in the period in which

they arise.
From 1 January 2005 onwards:

The Group classifies its financial assets in the following categories: financial assets art fair value through profit or Joss,
loans and receivables, held-to-marurity investments and available-for-sale financial assets. The classification depends
on the purpose for which the financial assets were acquired. Management determines the classification of its financial

assets at initial recognition and re-evaluates this designation at every reporting date.
7) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss comprise financial assets held for trading and derivative
financial instruments that are not designated and effective hedging instruments. 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 the income statement in the period in which they arise.
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SUMMARY COF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (continued)

i)

iii)

)

Loans and recetvables

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 accounts receivable, time deposits, staff housing loans and other receivables are carried at amortised
cost using the effective interest method, less any identified impairment losses. An impairment loss is recognised
in the income statement when there is objective evidence that the asset is impaired, and is measured as the
difference berween the asset’s carrying amount and the present value of the estimated future cash flows
discounted ac 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.
Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and a
fixed date of maturity. Investments are classified as held-to-marurity if it is the- intention of the Group’s
management to hold them uncil maturity. Held-to-maturity investments are subsequently measured at
amortised cost using the effective interest method. In addition, if there is objective evidence that the
investment has been impaired, the financial asset is measured at the present value of estimated cash flows. Any

changes to the carrying amount of the investment are recognised in the income statement.
Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated as such or not classified as any of
the other caregories (set out above). At each balance sheet date subsequent to initial recognition, available-for-
sale financial assets are measured at fair value. Changes in fair value are recognised in equity, until the financial
asset is disposed of or is determined to be impaired, at which time, the cumulative gain or loss previously
recognised in equity is removed from equity and recognised in the income statement. Any impairment losses
on available-for-sale financial assets are recognised in the income statement. Impairment losses on available-

for-sale equity investments will not be reversed in subsequent periods.

For available-for-sale equity investments that do not have a quotes marker 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 the income statement
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 be reversed in subsequent periods.
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4.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

k)

Financial liabilitics 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 2 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. The Group’s financial liabilities are generally classified into financial liabilities at fair value through
profit or loss and other financial liabilities. The accounting policies adopted in respect of financial liabilities and

equity instruments are set out below.
i) Financial liabilities ar fair value through profit or loss

Financial liabilities at fair value through profit or loss has two sub-categories, including financial liabilities held
for trading and those designated ac fair value through profit or loss on initial recognition. At each balance sheet
date subsequent to initial recognition, financial liabilities 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.
it)  Other financial liabilities

Other financial liabilities including bank and other borrowings, floating rate notes, fixed rate notes and zero

coupon notes are subsequently measured at amortised cost, using the effective interest rate method.
i)  Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.
[nventories

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

incurred to completion and disposal.
Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Group or the Company or has a legal
or constructive obligation arising as a result of a past event, it is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate can be made. Where the time value of money is material,

provisions are stated at the present value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be estimated
reliably, che obligation is disclosed as a contingent liability, unless the probability of outflow of economic benefits is
remote. Possible obligations, whose existence will only be confirmed by the occurrence or non-occurrence of one or
more future events are also disclosed as contingent liabilities unless the probability of cutflow of economic benefits is

remorte.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

n)

Income tax

Income tax for the year comprises current tax and movements in deferred tax assets and liabilities. Income tax is
recognised in the income statement or in equity if it relates to items that are recognised in the same or a different

period, directly in equity.

Deferred tax is provided, using the liability method, on all temporary differences at the balance sheet date between

the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.
Deferred tax liabilities are recognised for all taxable temporary differences:

. except where the deferred tax liability arises from the initial recognition of an asset or liability and, at the time
P g

of the transaction, affects neither the accounting profit nor taxable profit or loss; and

. in respect of taxable temporary differences associated with investments in subsidiaries and associates, except
where the timing of the reversal of the temporary differences can be controlled and it is probable that the

temporary differences will not reverse in the foreseeable future.

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

temporary differences, and the carryforward of unused tax assets and unused tax losses can be utilised:

. except where the deferred tax asset relating to the deductible temporary differences arises from the initial
recognition of an asset or liability and, at the tme of the transaction, affects neither the accounting profit nor

taxable profit or loss; and

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

be utilised.

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

will be available to allow all or part of the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured art the tax rates thar are expected to apply to the period when the asset

is realised or the liability is sertled, based on tax rates (and tax laws) that have been enacted or substantively enacted at

the balance sheet date.
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4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
o) Leases (as the lessee)

The economic ownership of a leased asset is transferred to the lessee if the lessee bears substandially all the risks and
rewards related to the ownership of the leased asset. The related asset is recognised art the time of inception of the
lease at the present value of the lease payments plus incidental payment, if any, to be borne by the lessee. A
corresponding amount is recognised as a finance lease liability, irrespective or whether some of these lease payments

are payable up-front at the date of inception of the lease.

Subsequent accounting for assets held under finance lease agreement, i.e. depreciation methods and useful lives
correspond to those applied to comparable acquired assets. The corresponding finance lease liability is reduced by

lease payments less finance charges, which are expensed to finance costs.

All other leases are treated as operating lease agreements. Operating lease payments are recognised as an expense on a

straight-line basis. Affiliated costs, such as maintenance and insurance, are expensed as incurred.
p)  Employce benefits
Paid leave carried forward

The Group provides paid annual leave to its employees under their employment contracts on a calendar year basis.
Under certain circumstances, such leave which remains untaken as at the balance sheet date is permitred to be carried
forward and utilised by the respective employees in the following year. An accrual is made art the balance sheet dare

for the expected future cost of such paid leave earned during the year by the employees and carried forward.
Employment Ordinance long service payments

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

meets the circumstances specified in the Hong Kong Employment Ordinance.

A provision is recognised in respect of probable future long services payments expected to be made. The provision is
based on the best estimate of the probable future payments which has been earned by the employees from their

service to the Group to the balance sheet date,
Retirement benefits scheme

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

employment prior to the contributions vesting fully, in accordance with the rules of the MPF Scheme.
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

p

q)

r)

Employee benefits (continued)
Retirement benefits scheme (continued)

The employees of the Group’s subsidiaries in the People’s Republic of China (the “PRC”) are members of the state-

sponsored retirement scheme operated by the government of the PRC.

Share-based employee compensation

- All share-based payment arrangements granted after 7 November 2002 are recognised in the consolidated financial

statements. The Group operates equity settled share-based compensation plans for remuneration of its employees.

All employee services received in exchange for the grant of any share-based compensation are measured at their fair
values. These are indirectly determined by reference to the share options awarded. Their value is appraised at the
grant date and excludes the impact of any non-market vesting conditions (for example, profitability and sales growth

targets).

All share-based compensation is ultimately recognised as an expense in income statement with a corresponding credit
to additional paid-in capital, net of deferred tax where applicable. If vesting periods or other vesting conditions apply,
the expense is allocated over the vesting period, based on the best available estimate of the number of share options
expected to vest. Non-market vesting conditions are included in assumptions about the number of options that are
expected to become exercisable. Estimates are subsequently revised, if there is any indication that the number of share
options expected to vest differs from previous estimates. No adjustment to expense recognised in prior periods is

made if fewer share options ultimately are exercised than originally estimated.

Upon exercise of share options, the proceeds received net of any directly attributable transaction costs up to the
nominal value of the share issued are reallocated to share capital with any excess being recorded as additional paid-in

capital.
Related parties

For the purposes of these financial statements, parties are considered to be related to the group if the group has the
ability, directly or indirectly, to control the party or exercise significant influence over the party in making financial
and operating decisions, or vice versa, or where the group and the party are subject to common control or common
significant influence. Related parties may be individuals (being members of key management personnel, significant
shareholders and/or their close family members) or other entities and include entities which are under the significant
influence of related parties of the group where those parties are individuals, and post-employment benefic plans

which are for the benefit of employees of the group or of any entity that is a related party of the group.

Cash and cash equivalents

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

cash management.
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4.  SUMMARY QOF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

)

s)

Cash and cash equivalents (continued)

For the purpose of the balance sheet, ‘cash and bank balances and time deposits represent assets which are not

restricted as to use.
Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Group and when the revenue

can be measured reliably, on the following bases:

i) From the sale of goods, when the significant risks and rewards of ownership have been transferred to the buyer,
provided that the Group maintains neither managerial involvement to the degree usually associated with

ownership, nor effective control over the goods sold;

i) Interest, on a time proportion basis taking into account the principal outstanding and the effective interest rate

applicable;
iy From the sale of listed equity investments, on the trade day;
iv)  From the sale of properties, when the legally binding sales contract is signed;
v) Dividends, when the shareholders™ right to receive payment has been established; and
vi)  Management fee, when the services are rendered.
Foreign currency translation

The consolidated financial statements are presented in Hong Kong Dollars, which is also the functional currency of

the parent company.

In the separarte financial statements of the consolidated entities, foreign currency transactions are translated into the
functional currency of the individual entity using the exchange rates prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation of
monetary assets and liabilities denominated in foreign currencies at year-end exchange rates are recognised in the

income statement.

Translation differences on non-monetary items, such as equity instruments held at fair value through profit or loss,
are reported as part of the fair value gain or loss. Translation difference on non-monetary items, such as equities

classified as available-for-sale financial assets, are included in the fair value reserve in equity.

In the consolidated financial statements, all separate financial statements of subsidiaries and jointly controlled
entities, originally presented in a currency different from the Group’s presentation currency, have been converted into
Hong Kong dollars. Assets and liabilities have been translated into Hong Kong dollars at the closing rate at the
balance sheet date. Income and expenses have been converted into the Group’s presentation currency at the average
rates over the reporting period. Any differences arising from this procedure have been charged/(credited) to the
currency translation reserve in equity. Goodwill and fair value adjustments arising on the acquisition of a foreign
entity have been treated as assets and liabilities of the foreign entity and translated into Hong Kong dollars at the

closing rate.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3]

Foreign currency translation (continued)

On exchange differences arising from the translation of the net investment in foreign entities, and of borrowings and
other currency instruments designated as hedges of such investments, are taken to shareholders’ equity. When a
foreign operation is sold, such exchange differences are recognised in the income statement as pare of the gain or loss

on sale.

CRITICAL ACCCUNTING JUDEGMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting policies, management has made various estimates and judgements (other

than those involving estimates) based on past experience, expectarions of the future and other information. The key source

of estimation uncertainty and the critical accounting judgements that can significanty affect the amounts recognised in the

financial statements are set out below.

a)

b)

Estimate of fair value of investment properties

Investment properties were revalued at the balance sheetr date on market value existing use basis by independent
professional valuers or determined by the directors of the Company. Such valuations were based on certain
assumptions, which are subject to uncertainty and might materially differ from the actual results. In making the
judgment, the Group considers information from current prices in an active market for similar properties and uses

assumptions that are mainly based on market conditions existing at each balance sheet date.
Fair values of financial instruments

Financial instruments such as interest rate, foreign exchange and equity derivative instruments are carried at the
balance sheet at fair value. The best evidence of fair value is quoted prices in an active market, where quoted prices
are not available for a particular financial instrument, the Group uses the market values determined by independent
financial institutions or internal or external valuation models to estimate the fair value. The use of methodologies,
models and assumptions in pricing and valuing these financial assers and liabilities is subjective and requires varying
degrees of judgement by management, which may result in significantly different fair values and results. All

significant financial valuation models are strictly controlled and regularly recalibrated and verted.
Income taxes

The Group is subjecr to income taxes in numerous jurisdictions. Significant judgement is required in determining the
worldwide provision for income taxes. There are many transactions and calculations for which the ultimate rax
determination is uncertain during the ordinary course of business. The Group recognised liabilities for anticipated tax
audit issues based on estimates of whether additional taxes will be due. Where the final tax outcome of these matters
is different from the amounts that were initially recorded, such differences will impact the income tax and deferred

tax provisions in the period in which such determination is made.
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6.

FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks: market risk (including currency risk and price risk), credit risk,

liquidity risk and interest-rate risk. The Group’s overall risk management programme focuses on the unpredictability of

financial markets and seeks ro minimise potential adverse effects on the Group’s financial performance.

a)

Marker risk
i) Foreign currency risk

The Group is exposed to foreign currency risk primarily through sales and purchases that are denominated in a
currency other than the functional currency of the operations to which they relate. The currencies giving rise to

this risk are primarily United States dollars and Chinese Renminbi Yuan.

As the estimated foreign currency exposure in respect of committed future sales and purchases and estimated
foreign currency exposure in respect of highly probable forecast sales and purchases is not significant, no

hedging on foreign currency risk has been carried our during the year under review.

In respect of trade receivables and payables held in currencies other than the functional currency of the

operations to which they relate, the Group ensures that the net exposure is kept to an acceptable level,
i) Price risk

The Group is exposed to equity securities price risk because investments held by the Group are classified on
the consolidated balance sheert either as available-for-sale financial assets or as financial assets art fair value

through profit or loss.
Credir risk
The Group’s credit risks are primarily attributable to time deposits, trade and other receivables.

The Group’s time deposits are deposited with banks of high credit quality in Hong Kong and the Group has exposure

limit to any single financial institution.

For trade and other receivables, the management has a credit policy in place and the exposures to these credit risks are
monitored on an ongoing basis. In respect of trade and other receivables, credit evaluations are performed on all

customers requiring credit over a cerrain amount.

In addition, the Group reviews the recoverable amount of each individual debr at each balance sheet date to ensure

that adequate impairment losses are made for irrecoverable amounts.
Liquidity risk

Individual operating entities within the Group are responsible for their own cash management, including the raising
of loans to cover expected cash demands, subject to approval by the holding company’s board. The Group’s policy is
to regularly monitor current and expected liquidity requirements and its compliance with lending covenants, to
ensure that it maintains sufficient reserves of cash and adequate commirted lines of funding from bankers to meet its

liquidity requirements in the short and longer term.
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FINANCIAL RISK MANAGEMENT (CONTINUED)
d) Interest rate risk
The Group manages its interest rate exposute based on interest rate level and outlook as well as potential impact on

the Group’s financial position arising from volatility. The Group does not ¢xpect any changes in interest rate which

might materially affect the Group’s result of operations.
SEGMENT INFORMATION

Segment information is presented by way of two segment formats: (a) on a primary segment reporting basis, by business

segment; and (b) on a secondary segment reporting basis, by geographical segment.

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

1) The electronic products segment consists of the manufacture and sale of electronic products;

i) The PCBs segment consists of the manufacture and sale of PCBs;

iii)  The electronic components and parts segment consists of the trading and distribution of electronic components and

parts;
iv)  The listed equity investments segment consists of the trading of listed equity investments;
v) The provision of finance segment consists of the provision of loan financing services; and
vi)  The optical products segment consists of the manufacture and sale of optical products.

In determining the Group’s geographical segments, revenues are attributed to the segments based on the location of the

customers, and assets are attributed to the segments based on the location of the assets.

Inter-segment sales and transfers are transacted with reference to the selling prices used for sales made to the third parties at

the then prevailing market prices.
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7. SEGMENT INFORMATION (CONTINUED)
a) Business segments
The following tables present revenue, profit/(loss) and certain asset, liability and expenditure information for the
Group’s business segments.
Group
Electronic
components Listed equity Provision
Electronic products PCBs and parts investments of finance Optical products Eliminations Consolidated
2005 2004 2005 2004 2005 2004 2005 2004 2005 004 2005 2004 2005 2004 2005 2004
HKS000  HKSO0C  HK$'000  HKSG00  HKS000  HKSOOD  HKS000  HKS00 HKS000  HKS000  HKS000  HKSO00 HKS000  HKS000  HKS000  HKS000
Segment revenue
Sales to erernal
customers 386411 301,632 95777 108,992 - - 7342 15515 29 07 64045 174890 - - 553871 691,136
ncer-segment sees - - - 4,787 20,066 19416 - - 4439 2887 - - (M50 (7000 - -
Other revenue 279 335 2963 5192 - - 132 469 8 - 10,832 2800 - - 16811 11817
Toul 389206 394988 98,740 18971 20,066 19416 7474 15,984 4824 294 74877 177,690 24505 (Q7090) 570,682 702933
Seement resuls 18,489 17288 (19739} {18.328) 23 683 (3033 (67 @ G0 @8 B3 (dden G2 (5105 {14467
Inverest, dividend income
and unallocared gains 9,385 2271
Negarve goodwl}
recognised 4 income - 13.062
{Loss)/Gain on disposal
of properdies held
for sale (143) 3900
Gain on disposal of
controlling interest in
Swank 42244 -
Gain on disposal of partal
interest in Swank - 8,458
Gain on disposa] of
investment properies ] 2715 -
Reversd of peevious
revaluacion deficis of
leaschold buildings, net 5270 3346
Gain on disposal of
Incerests in associaees - 10.900
Wite back of
over-provision
against properties
held for sale 200 3150
Net foss arising fom
fair value change of
avestment properies (490) -
Unallocated expenses 4081)  (10023)
Profi from
operaning activites 3999 20598
Impairment loss on
aloan receivable {45,000) -
Share of profits les losses
of associares 1997 2791
{Loss)/Profic before tasarion (3,008) 13389
Taxation {1,520) (#2)
(Lass)Profit for dhe vear (4,528) 2937
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7. SEGMENT INFORMATION (CONTINUED)

a) Business segments (continued)
Group
Electronic
components Listed equity Provision
Hlectronic products DPCBs and parts investments of finance Optical products Eliminations Cansolidared

2005 2004 2005 2004 2005 2004 2005 2004 2005 004 2005 2004 2005 2004 2005 2004
HES000  HKSG00 HKS000  HKSDO0  HKS000  HKS000 HKS'000  HKS000  HKS000  HKS000 HKS000  HKS000  HKS000  HKSO00  HKS$000  HKS000

Segment assets 228,602 183207 110,409 123474 3909 W] 40,704 23884 51,769 101,612 - 193.0% (56,676) (16641} 378717 611814
Interests in associares - - - - - - - - - ~ 156,892 7o - - 136,892 3720
Unallocared assers - - - - - - - - - - - - - - 39554 1)
Toral assets 930,863 920765
Segmen labilites 44,170 3309 87895 80327 3875 1,39 1L ) 12 123 - 435 (290000 (16600) 107073 137953
Unallocated iabiliries - - - - - - - - - - - - - - 27,594 205
Toral fisbilires 134667 139978
Other segmnent
information
Depreciatton and
amortisation 11,986 14303 9,267 4,386 - 119 - - - - 3,798 13643 - - 25,051 32453
Unallocated amounts 1488 2,646
26539 35.09
———————
Capiral expenditure 3820 10216 3,696 315 - - - - - - 832 3000 - - 8348 16370
Unallocated amounts 1,284 8

9632 16455

Provision for

impairment logs

onloans receivable - - - - - - - - #5000 - - - - - {45,000) -
Wirite-back of

over-provision

against properties

held for sale - - - - - - - - - - - - - - 200 3150
Provision for

impairment loss

on accounts receivable - - - (1,090} - - - - - - - ~ - ~ - {1,090)
Provision against

inventons (650) 1) (540) 10 - - - - - - - (238) - - (1,190) (289)
Reversal of previous

revaluation deficits of

leaschold buttdings, ner 1,530 419 - - - - - - - - - - - - 1,530 419
Unallocated amounts 3,740 2927

5,270 3346

Net (loss)/gain arising

from fair velue change

of investment

properies - - - - - - - - - - - - - - (490) 9652
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7. SEGMENT INFORMATION (CONTINUED)
b)  Geographical segments

The following tables present revenue and certain asset and expenditure information for the Group’s geographical

segments.
Group
Furope North America Hong Kong Japan Others Eliminations Consolidated

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
HKS'000  HKS000 HKS000 HK$000 HKS000 HKS000 HK$'000 HKS000 HKS000 HKS000 HK$000 HKS000 HKS'000 HKS000

Segment revenue:

Sales o external

customers 51,357 89912 130442 189345 146836 183782 196340  180.807 28896 47,180 - - 553871 691,136

Hong Kong Mainland China Others Eliminations Consolidated
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
HK$'000 HK$000 HK$000 HK$000 HK$000 HK$000 HKS$000 HK$000 HK$000 HKS$000

Other segment

informarion:

Segment assets 532,496 (73,940 197,662 197,400 43,813 12,205 - - 773,971 883,545
Interests in associates - (10,165) - 47,224 156,892 161 - - 156,892 37,220

930,863 920,765
Capital expenditure 1,945 160 5,787 16,295 1,900 - - - 9,632 16,455

8. TURNOVER

Turnover represents the invoiced value of goods sold, net of returns and allowances, the proceeds from sales of listed equity

investments and the interest income from the provision of loan financing.

Revenue from the following activities has been included in turnover:

2005 2004

HK$’000 HK$'000

Manufacture and sale of electronic products 386,411 391,632
Manufacture and sale of PCBs 95,777 108,992
Trading of listed equity investments 7,342 15,515
Provision of loan financing 296 107
Manufacture and sale of optical products 64,045 174,890

553,871 691,136
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OTHER REVENUE
2005 2004
HK$’000 HK$000
Bank interest income 9,025 1,575
Gain on deregistration of subsidiaries 2,973 -
Dividends income from listed investments 106 363
Sales of obsolete inventories 558 2,795
Management fee received 256 1,908
Product development income 2,520 . 2,678
Rental income 137 1,024
Sales of raw marterials 1,084 1,778
Orther interests earned 7,102 -
Others 2,435 1,968
26,196 14,089
PROFIT FROM OPERATING ACTIVITIES
The Group’s profit from operating activities is arrived at after charging/(crediting):
2005 2004
HK$’000 HK$’000
Cost of inventories 466,424 583,563
Depreciation 26,539 35,347
Amortisation of leaschold land and land use rights 252 252
Amortisation of prepaid rental _ 737 737
Amortisation of deferred product development costs 1,641 1,421
Minimum lease payments under operating leases:
Land and buildings 7,876 9,495
Office equipment - 209 233
Staff costs (including directors’ remuneration-note 11):
Wages and salaries 91,117 114,775
Pension contributions 1,443 1,818
Less: Forfeited contriburions ‘ - (562)
1,443 1,256
92,560 116,031
Auditors’ remuneration 880 1,370
Write back of provision for impairment loss on accounts receivable - (1,090)
Provision against inventories 1,190 289
Loss/(Gain) on disposal of fixed assets 44 21
Exchange (gain)/loss, net (653) 1,068

Net (gain)/loss on disposal of short term investments (72) 88
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10. PROFIT FROM OPERATING ACTIVITIES (CONTINUED)

The cost of inventories sold includes HK$62,754,000 (2004: HK$102,679,000) relating to direct staff costs, provision
against inventories, amortisation of prepaid rental, amortisation of deferred product development costs, operating lease
rentals of land and buildings and depreciation of the manufacturing activities, which are also included in the respective total

amounts disclosed above for each of these types of expenses.

At 31 December 2005, the Group had no forfeited contributions available to reduce its contributions to the pension

scheme in future years (2004: Nil).
11. DIRECTORS REMUNERATION

Directors” remuneration for the year, disclosed pursuant to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) and Section 161 of the Hong Kong Companies Ordinance is as
follows:

Direcrors’ emoluments

The remuneration of every director for the year ended 31 December 2005 is set out below:

Employer’s
contribution
Discretionary Other to pension
Name of director Fees Salary bonuses benefits scheme Total
HK$’000 HK$’000 HK$000 HK$000 HK$’000 HK$’000
Executive Directors
Yau Tak Wah, Paul - 1,847 150 -~ 90 2,087
Louie Mei Po - 1,430 150 - 68 1,648
Wong Shin Ling, Irene - 780 - ~ 39 819
Tam Wing Kin - 819 13 ~ 42 874
Tam Ping Wah
(resigned on 1 June 2005) - 400 - ~ - 400
Independent non-executive
Director
Cheung Chung Leung, Richard 150 - - -~ - 150
Ng Wai Hung 180 - - - - 180
Wu Wang Li 120 - - ~ - 120

450 5,276 313 -~ 239 6,278
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DIRECTORS REMUNERATION (CONTINUED)

Directors’ emoluments (continued)

The remuneration of every director for the year ended 31 December 2004 is set out below:

7

IAL STATEMENT

31 December 2005

Employer’s

contribution

Discretionary Other to pension
Name of director Fees Salary bonuses benefits scheme Tortal
HK$000 HK$000 HK$000 HK$'000 HK$000 HK$000
Executive Directors
Yau Tak Wah, Paul - 2,600 - - 120 2,720
Louie Mei Po - 1,430 - - 51 1,481
Wong Shin Ling, Irene - 780 - - 39 819
Tam Wing Kin - 819 - - 35 854
Tam Ping Wah
(resigned on 1 June 2005) - 1,560 - - 50 1,610
Independent non-executive
Directors
Cheung Chung Leung, Richard 150 - - - - 150
Ng Wai Hung 180 - - - - 180
Wu Wang Li 31 - - - - 31
361 7,189 - - 295 7,845

FIVE EIGHEST PAID EMPLOYEES

The five highest paid employees during the year included three (2004: two) directors, details of whose remuneration are set

out in note 11 above. The details of the remuneration of the remaining two (2004: three) non-director, highest paid

employees for the year are as follows:

Group
2005 2004
HKS$’000 HK$'000
Salaries, allowances and benefits in kind 1,903 3,520
Pension contributions 73 103
1,976 3,623
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12. BIVE HIGHEST PAID EMPLOYEES (CONTINUED)

The remuneration of the non-director, highest paid employees fell within the following bands:

Number of employees

2005 2004

Nil-HK$1,000,000 1
HK$1,000,001-HK$1,500,000 1 2
2 3

13. TAXATION

Hong Kong profits tax has been provided at the rate of 17.5% (2004: 17.5%) on the estimated assessable profits arising in
Hong Kong during the year. Taxes on profits assessable elsewhere have been calculated at the rates of tax prevailing in the

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

Group
2005 2004
HK$°000 HK$000
Current tax
Hong Kong
— Current year provision 1,602 976
— Overprovision in prior year (393) (750)
Mainland China 1,380 226
2,589 452
Deferred rax (note 34) (1,069) -
Toral tax charge for the year 1,520 452

In accordance with the applicable enterprise income tax law of the PRC, the Group’s subsidiaries registered in Mainland
China, Dongguan Yifu Circuit Board Factory (“Yifu”) and Gaojin Electronics (Shenzhen) Co., Lid (“Gaojin”), are exempt
from income tax for their first two profirable years of operations and are entitled to 50% relief on the income tax that would

otherwise be charged for the succeeding three years.

The foregoing tax concession for Yifu has expired. Pursuant to a further tax concession granted to high technology
enterprises, the income tax rate applicable to Yifu remained at 15% for 2005 (2004: 15%). Gaojin began its first profitable
year as the year ended 31 Decemnber 2002 and entitled to the 50% relief on the income tax. The income tax applicable rate
to Gaojin is 15% for 2005 (2004: 15%).
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TAXATION (CONTINUED)

A reconciliation of the tax expense applicable to profit before tax using the statutory rates for the countries in which the
Company, its subsidiaries and associates are domiciled to the tax expense at the effective tax rates, and a reconciliation of the

applicable rates (i.e. the statutory tax rates) to the effective tax rates, are as follows:

Group

2005 2004

HK$’000 HK$’000

(Loss)/Profit before tax (3,008) 23,389
Tax at the statutory tax rate (526) 4,093
Adjustments in respect of current tax of previous years (393) (750)
Income not subject to taxation (8,668) (5,240)
Expenses not deductible for taxation 6,745 2,475
Tax losses utilised from previous years (386) (759)
Effect of different taxation rates in other countries 4,748 633
Tax charge at the Group’s effective rate 1,520 452

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS

The profit attributable to equity holders of the Company for the year ended 31 December 2005 dealt with in the financial
statements is HK$5,501,000 (2004: HK$1,538,000).

EARNINGS ZER SHARE
The calculation of basic earnings per share is based on the profit attributable to equity holders of the Company for the year

of HK$4,779,000 (2004: HK$28,695,000) and the weighted average of 286,068,644 (2004: 286,068,644) ordinary shares

in issue during the year.

A diluted earnings per share for the year ended 31 December 2005 and 2004 have not been disclosed as no diluting events

existing during these years,
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16. PROPERTY, PLANT AND EQUIPMENT

Group
Leasehold Leasehold Plant and Furniture, fixtures &
Buildings improvements machinery office equipments Motor vehicles Total
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
HK$'000  HKS000  HK$'000  HKS000  HK$'000  HKS000  HK$'000  HKS000  HK$000  HKS000  HK$000  HKS000
Cost or valuation
At] January, as
previously
reported 39,100 34,900 49,619 45,671 188,242 181,048 50,151 48,235 3,335 3,667 330,447 313521
Effect on adopiing
HKAS 17 (8,440) {6,500) - - - - - - - - (8,440) (6.500)
30,660 28.400 49,619 45,671 188,242 181,048 50,151 48,235 3,335 3,667 322,007 307,021
Additions - - 1,095 4,025 6,306 7,836 1,251 2,095 980 - 9,632 13,956
Disposals - - (880) 7n (736) (642) (306) (179 (800) {33) 2,722) {1,230)
Disposals of
subsidiaries - - - - (46,520) - (25,878) - (2,189) - (74,587) -
Surplus on
revaluation 3,970 2,260 - - - - - - - - 3,970 2,260
At31 December 34,630 30,660 49,834 49,619 147,292 188,242 25218 50,151 1,326 333 258,300 322,007
Accumulated
depreciation
At 1 January, as
previously
reported - - 23,422 19,481 105,196 86,027 27,802 19,715 2,616 2,529 161,036 127,752
Effect on adopting
HKAS 17 - - - - - - - - - - - -
- - 25,422 19,481 105,196 86,027 27,802 19,715 2,616 2,529 161,036 127,792
Provided during
the year 1,306 1,086 4,139 5,955 16,793 19,663 3,905 8,261 396 382 26,539 35,347
Dispasals - - (880) (14) (192) (494) (263) (174) (800) (293) (2,133) 977)
Disposals of ‘
subsidiaries - - - - {15,269) - (11,554) - (2,189} - {29,012) -
Wirite-back on
revaluation (1,306) {1,086) - - - - - - - - (1,306) {1,086)
At31 December - - 28,681 25402 106,528 105,196 19,890 27802 3 2,616 155,122 161,036
Net book value
A3l December 34,630 30,660 21,153 24,197 40,764 83,046 5,328 2349 1,303 719 103,178 160,971
An analysis of
cost or valuation
At cost - - 49,834 49,619 147,292 188,242 25,218 50,151 1,326 3335 223,670 291,347
At valuation 34,630 30,660 - - - - - - - - 34,630 30,660
30660 49,834 49.619 147,292 188,242 50,151 3335 258,300 322,007

34,030

1,326
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Company
Leasehold Furniture
improvements and fixtures Total
2005 2004 2005 2004 2005 2004
HK$’000 HK$000 HK$’000 HK$’000 HK$’000 HK$000
Cost
Ar 1 January and
31 December 13 13 144 144 157 157
Accumulated depreciation
At 1 January 10 8 120 93 130 101
Provided during
the year 3 2 17 27 20 29
At 31 December 13 10 137 120 150 130
Net book value
At 31 December - 3 7 24 7 27

The Group’s leaschold buildings have been revalued on an open market value basis, based on their existing use, by B.L.
Appraisals Limited, an independent firm of qualified professional valuers, on 31 December 2005 at HK$34,630,000.
Revaluation surplus of HK$5,270,000 (2004: HK$3,346,000) and HK$6,000 (2004: Nil) resulting from these valuations

have been credited to income statement as a reversal of previous revaluation deficits of leasehold buildings and credited to

the property revaluation reserve, respectively.

Had the Group’s leasehold buildings stated at valuation been carried at cost less accumulated depreciation, they would have
been included in the financial statements at approximately HK$24,903,000 (2004: HK$25,985,000).

Certain of the Group’s leaschold buildings were pledged to secure banking facilities granted to the Group. The net book

values of the pledged assets included in the total amount of property, plant and equipment at 31 December 2005 amounted

to HK$13,800,000 (2004: HK$10,860,000).
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17. LEASEHOLD LAND AND LAND USE RIGHTS

The Group’s interests in leasehold land and land use rights represent prepaid operating lease payments and their net book

value are analysed as follows:

2005 2004
HK$°000 HK$000
In Hong Kong held on:

Leases of between 10 to 50 years 7,955 8,145

QOuuside Hong Kong, held on:
Leases of berween 10 to 50 years 2,352 2,414
10,307 10,559
2005 2004
HK$’000 HK$'000
Opening 10,559 10,811
Amortisation (252) (252)

Net book value 10,307 10,559

At 31 December 2003, certain of the Group’s leasehold land with net book value of HK$7,955,000 (2004: HK$8,145,000)

was pledged to secure banking facilities granted to the Group.

18. INVESTMENT PROPERTTES

Group
2005 2004
HK$°000 HK$'000
At 1 January 93,000 -
Additions 6,740 83,348
Disposal (70,500) -
Nert (loss)/gain arising from fair value change (490) 9,652

At 31 December 28,750 93,000

Investment property with fair value of HK$7,100,000 was revalued ac its open market value at 31 December 2005 by B.I
Appraisals Limited, an independent firm of qualified professional valuers. The fair values of the Group’s other investment
properties as at 31 December 2005 have been determined by the directors of the Company, no valuation has been
performed by independent qualified professional valuers. The valuation performed by the directors of the Company was

arrived at by reference to the market prices for similar properties.

All investment properties are held under long-term lease in Hong Kong.



19. NEGATIVE GOODWILL

WNCIAL STATEMENT

31 December 2005

The amounrs of the negative goodwill recognised in the consolidated balance sheet, arising from the acquisition of Swank

International Manufacturing Company Limited (“Swank”) and additonal investment in Electronics Tomorrow Manufactory

Inc. 2002, are as follows:.

Group
HK$ 000
GROSS AMOUNT
At 1 January 2004 and 31 December 2004 88,680
RELEASED TO INCOME
At I January 2004 (48.,334)
Released for the year (13,062)
At 31 December 2004 27,284
Derecognised upon the adoption of HKFRS 3 (27.284)
At 1 January 2005 and 31 December 2005 -
INTERESTS IN SUBSIDIARES
2005 2004
HK$’000 HKS$'000
Unlisted shares, at cost 93,316 93,316
Due from subsidiaries 298,444 279,862
Due to subsidiaries (2,772) (2,778)
388,988 370,400
Provision for impairment (38,628) (38,628)
350,360

331,772

The balances with the subsidiaries are unsecured, interest-free and are not repayable within the next twelve months from the

balance sheet date.
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31 December 2005

20. INTERESTS IN SUBSIDIARIES (CONTINUED)

Particulars of the subsidiaries are as follows:

Nominal value
Place of of issued
incorporation/ ordinary share Percentage of
registration capital/registered equity attributable Principal
Name and operations share capital to the company activities
2005 2004 ’
Active Base Limited Hong Kong HK$2 100% 100% Provision
of loan
financing
Allied Trade Limiced The British US$1 100% 100% Investment
Virgin Islands holding
Allied Success Inc. The British US$10,000 88% 88% Investment
Virgin Islands holding
Connion Limited Hong Kong HK$2 100% 100% Securities
investment
and property
holding
E-Top PCB Limited Hong Kong HK$100 57% 57% Trading of
printed
circuit
boards
Eastec Purchasing The British US$1 100% 100% Trading of
Limited Virgin Islands/ electronic
Japan components
and parts
Eastec Technology Hong Kong HK$2 100% 100% Trading of
Limited electronic
components
and parts
Electronics Tomorrow The British US$600 100% 100% Investment
International Limited Virgin Islands holding
Electronics Tomorrow Hong Kong HK$500,000 100% 100% Manufacture
Limited and sale of
electronic

products



20.

INTERESTS IN SUBSIDIARIES (CONTINUED)

Particulars of the subsidiaries are as follows (continued):

Nominal value

2 FINANCIAL STATEMENT

N atal

31 December 2005

(Shenzhen) Company
Limited (“Gaojin”) (i1)

Place of of issued
incorporation/ ordinary share Percentage of
registration capital/registered equity attributable Principal
Name and operations share capital to the company activities
2005 2004
_ Electronics Tomorrow The British US$350 57% 57% Investment
Manufactory Inc. Virgin Islands holding
Fortune Dynamic The British US$1 100% 100% Investment
Group Corporation Virgin Islands holding
Good Order The British US$100 100% 100% Investment
International Inc. Virgin [slands holding
Issegon Company Hong Kong HK$300,000 100% 100% Investment
Limited holding
Master Base Limired The Bricsh US§1 100% 100% Investment
Virgin Islands holding
Maxwood Limited Hong Kong HKS$2 100% 100% Securities
investment
Merit Team Limited Hong Kong HKS$2 100% 100% Property
holding
Plentiful Light Limited The British US$100 57% 57% Manufacture
Virgin Islands/ of printer
The PRC circuit boards
Probest Holdings Inc. The British US$1 100% 100% Investment
Virgin Islands holding
Dongguan Yifu The PRC HK$64,160,000 48% 48% Manufacture
Circuit Board of printed
Factory (“Yifu”) (i) circuit boards
Gaojin Electronics The PRC US$5,000,000 100% 100% Manufacture

of electronic

products
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20.

INTERESTS IN SUBSIDIARIES (CONTINUED)

Parriculars of the subsidiaries are as follows (continued):

Nominal value
Place of of issued
incorporation/ ordinary share Percentage of
registration capital/registered equity attributable Principal
Name and operations share capital to the company activities
2005 2004

Electronics Tomorrow The British US$100 100% 100% Investment

Holdings Corporation Virgin Islands holding

ETL (Macao) Commercial Macau MOP500,000 100% 100% Trading of

Offshore Limired electronic

components

and parts

Team Force Corporation The British US$100 100% 100% Investment

Virgin Islands holding

Electronics Tomorrow The British US$100 100% 100% Investment

Property Holdings Virgin Islands holding
Limited

Account Centre Limiced Hong Kong HK$2 100% 100% Provision of

accountancy

services to

group

companies

Maxson Services Limited Hong Kong HKS$2 100% 100% Provision of

accountancy

and management

services to

group companies

Eastec Property Hong Kong HK$100 100% 100% Provision of

Holdings Limited loan financing

Art Ray Investments Hong Kong HKS1 100% - Property

Limited holding

Merit Style Development Hong Kong HK$1 100% - Property

Limited holding
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20. INTERESTS IN SUBSIDIARIES (CONTINUED)

Other than Electronics Tomorrow International Limited, Fortune Dynamic Group Cotporation and Master Base Limited,

which are held directly by the Company, all subsidiaries are held indirectly by the Company.

(i)  Yifu is a Sino-foreign owned joint venture enterprise under the PRC law. The Company has the power to cast the
majority of votes at meetings of the board of directors of the entity and therefore it is regarded as subsidiary of the
Company.

(i) Gaojin is registered as a wholly foreign owned enterprise under the PRC law.

21. INTERESTS IN ASSOCIATES

Group
2005 2004
HK$’000 HKS$’000
Unlisted shares, at cost - -
Share of ner assets - 128,876
Due from associates 47,716 8,467
Promissory note 119,388 -
167,104 137,343
Provision for impairment (10,212) (100,123)
156,892 37,220

The amounts due from associates are unsecured, interest-free and are not repayable within the next twelve months from the

balance sheet date.
The promissory note receivable from associate is unsecured, except for the guarantee given by Swank, with maturity date on
2 December 2007 and bearing interest at the rate equivalent to 1% over the prevailing Hong Kong prime rate pér annum.

Further derails are set out in note 36(b).

The amounts due to associates were unsecured, interest-free and had no fixed terms of repayment.
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21. INTERESTS IN ASSOCIATES (CONTINUED)

Particulars of the principal associates are as follows:

Nominal value

of issued Percentage of

Place of ordinary share equity
Business incorporation capital/registered attributable Principal
Name structure and operations share capital to the Group activities

2005
Profitown Investment Corporate The British US$1,000 ‘ 30% Investment
Corporation Virgin Islands holding
Shenzhen Henggang Joint Venture The PRC US$30,000,000 24% Manufacture
Swank Optical Enterprise of optical
Industrial Company products

Limited
Dongguan De Bao Wholly Foreign The PRC HK$58,550,910 15% Manufacture of
Optical Company Owned multi-coating
Limited Enterprise lenses
Dongguan Hamwell Joint Venture The PRC HK$62,504,800 25% Manufacture
Glasses Company Enterprise of optical
Limited products
Global Origin Limited Corporate Hong Kong HK$75,000,000 27% Invesement
holding
Profit Trend Corporate Hong Kong HK$1,000,000 15% Investment
International holding
Limited

Prowin Commercial Corporate Hong Kong HKS$2 30% Property
& Industrial Limited holding in
the PRC

The above table lists the associates of the Group which, in the opinion of the directors, principally affected the results for
the year or formed a substantial portion of the net assets of the Group. To give details of other associates would, in the

opinion of the directors, result in particulars of excessive length.

Upon completion of disposal of Swank as further detailed in note 36(a) below, these companies have been classified as

associates of the Group.
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22. PREPAID RENTAL

Group
2005 2004
HK$000 HK$000
Cost
At beginning and end of the year 10,500 10,500
Amortisation
At beginning of the year 7,860 7,123
Provided during the year 737 737
At end of the year 8,597 7,860
Net book value
At end of the year 1,903 2,640

The prepaid rental represents the capital contribution made by the joint venture partner of Yifu in the form of a right w use

the property owned by the joint venture partner within the terms of the joint venture.

The prepaid rental is amortised on a straight-line basis over the underlying initial term of the joint venture of 15 years.

23. DEFERRED PRODUCT DEVELOPMENT COSTS

Group
2005 2004
HK$’000 HK$000
Cost

At beginning of the year 21,875 19,376
Additions 2,599 2,499
At end of the year 24,474 21,875

Accumulated amortisation and impairment
At beginning of the year 16,014 14,593
Amortisation provided during the year 1,641 1,421
At end of the year 17,655 16,014

Net book value

At end of the year 6,819 5,861
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24,

25.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

Group
2005 2004
HKS$’000 HK$°000

Listed securities

— Listed equity securities in Hong Kong (note (a)) 15,620 -
Unlisted debt security

— Debt security traded on inactive markets and of privare issuers (note (b)) 11,744 -

27,364 -

Marker value of listed securities 15,620 -

() Upon Completion of disposal of Swank as further detailed in note 36(a) below, the Group will hold approximately
5% of the existing issued shares of Swank and the Group’s interest in Swank has been classified as available-for-sale

financial asser.

(b)  The unlisted debt security has an effective interest rate of 12.5% and will mature on 29 April 2010. The unlisted
debt security not publicly traded is secured by the issued capital of the issuer on a pro rara basis, and there is no
material difference between the carrying amount of the asset and the present value of the estimated furure cash flows

discounted at the current market rate of return for a similar financial asset.

LOANS RECEIVABLE
Group
2005 2004
HK$’000 HK$000
Secured

— Moulin Loan {note (a)) 50,000 -
— Orhers (note (b)) 2,000 3,000
Unsecured (note (b)) 46 67
52,046 3,067
Provision for impairment (note (a)) (45,000) -
7,046 3,067
Less: Non-current portion (1,000) (2,000)

6,046 1,067
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25. LOANS RECEIVABLE (CONTINUED)

26.

(a)

(b)

In February 2005, Active Base Limited (“Active Base”), a subsidiary of the Company, entered into a loan agreement
with Moulin Global Eyecare Holdings Limited which was subsequently put into provisional liquidation in June 2005
("Moulin”), under which, Active Base advanced HK$50 million to Moulin (“Moulin Loan”) in February 2005. As

security for the Moulin Loan, the following security documents, amongst the others, were executed in favour of
ty for the Moulin L the foll g ty d t gst the oth ted in f; f

Active Base:
(i) A debenture agreement executed berween Moulin and Active Base (“Moulin Debenture”), under which a first
oating charge over a oulin’s undertaking, property, assets, goodwill, rights and revenues, whatsoever and
floating charg 1 Moul g
whatsoever, both present and future, in favour of Active Base;
(i)  Guarantee over the liabilities of Moulin dated by Sharp Merit International Limited; and

(i)  Guarantee over the liabilities of Moulin dared by Mr. Ma Bo Kee, Mr. Ma Lit Kin and Mr. Ma Hon Kin.

In or about June 2003, Moulin filed a legal claim against Active Base to challenge that both the Moulin Loan and

Moulin Debenture are not enforceable.

This legal litigation is currently at early stage.

However, the directors of the Company have also carefully considered the current progress on the realization of assets
by Moulin’s provisional liquidators and the financial position of Moulin as released by Moulin up to the date of this
report, and as a result, an impairment loss of HK$45 million has been recognised against the Moulin Loan in these

financial statements.

The loans receivable bears interest ranging from 3% to 129% per annum for both years.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include the following components:

Group Company
2005 2004 2005 2004
HK$°000 HKS$’ 000 HK$’000 HKS$’000
Cash at bank and in hand 65,453 107,255 2,445 3,930
Short-term bank deposits 331,322 290,469 261,617 273,043
396,775 397,724 264,062 276,973

The effective interest rate of short-term bank deposits is 4.0% (2004: 0.5%). They have a maturity of 15 days and are

eligible for immediate cancellation without receiving any interest for the last deposit period.
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26.

27.

28.

29.

CASH AND CASH EQUIVALENTS (CONTINUED)

Included in bank and cash balances of the Group is HK$ 4,226,000 (2004: HK$ 6,838,000) of bank balances denominared
in Renminbi (“RMB”) placed with banks in the PRC. RMB is not a freely convertible currency.

PROPERTIES HELD FOR SALE

Group
2005 2004
HK$’000 HK$'000
At cost 6,333 6,333
Provision for impairment (133) (333)
6,200 6,000

The properties held for sale are situated in Hong Kong and are held under medium term leases.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFLT OR LOSS/SHORT TERM
INVESTMENTS

Group
2005 2004
HK$°000 HK$000
Trading securities
— Listed equity securities in Hong Kong 2,465 7,491
Market value of listed securiries 2,465 7,491
INVENTORIES
Group
2005 2004
HK$’000 HK$’000
Raw materials 37,577 54,121
Work in progress 17,720 10,168
Finished goods 12,243 25,121
67,540 89,410

As at 31 December 2005 and 2004, all invenrories are stated ar cost.




NOTES TO THE FINANCIAL STATEMENT

30. ACCOUNTS RECEIVABLE

The aged analysis of the Group’s accounts receivable is as follows:

31 December 2005

2005 2004

HK$000 Percentage HK$°000 Percentage
Current to three months 48,196 70 93,523 75
Four to six months 106 Q 2,597 2
Seven months to one year 943 14,532 12
Over one year 19,824 29 13,533 11
69,069 100 124,185 100

Pravision (6,177) (8,296)

Total after provision 62,892 115,889

—_———

The normal credir period granted by the Group to customers ranges from 21 days to 120 days.

31. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

Included in the balance is an amount of HK$ 20 million (2004: Nil) which represents the balance of the consideration on

the disposal of controlling interest in Swank as referred to note 36 below. The directors consider that the balance of

prepayments, deposits and other receivables approximate their fair value.
32. ACCOUNTS PAYARLE

The aged analysis of the Group’s accounts payable is as follows:

Group
2005 2004
HK$’000 HKS$’ 000
Current to three months 46,809 52,736
Four to six months 12,189 34,148
Seven months to one year 6,629 5,298
Over one yeat 6,031 522
71,658 92,704

Accounts payable aged less than four months accounted for 65% (2004: 57%) of the total accounts payable.

69




20 gN@TEg TO THE FINANCIAL STATEMENT

31 December 2005

33.

34.

PROVISION FOR LONG SERVICE PAYMENTS

Group Company
2005 2004 2005 2004
HKS$’000 HK$'000 HK$’000 HK$000
At beginning of year 949 1,243 230 240
Amount utilised during the year (379) (294) - (10)
At end of year 570 949 230 230

The Group provides for the probable future long service payments expected to be made to employees under the Hong Kong
Employment Ordinance, as further explained under the heading “Employee benefits” in note 4(p) to the financial
statements. The provision is based on the best estimate of the probable future payments which have been earned by the

employees from their service to the Group to the balance sheet date.
DEFERRED TAX LIABILITIES
Group

Accelerated tax

depreciation
2005 2004
HK$’000 HK$000
At 1 January 3,122 1,433
Charge to equity for the year - 1,689
Credit to income statement for the year (1,069) -
At 31 December 2,053 3,122

The Group has tax losses arising in Hong Kong of approximately HK$142,700,000 {2004: HK$177,890,000) that are
available indefinitely for offsetting against future raxable profits of the companies in which the losses arose. Deferred rax
assets have not been recognised in respect of these losses as they have arisen in subsidiaries that have been loss-making for

some time.
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35. ISSUED CAPITAL

2005 2004
HK$’000 HK$000
Authorised:
50,000,000,000 (2004: 50,000,000,000) ordinary
shares of HK$0.01 (2004: HK$0.01) each 500,000 500,000
Issued and fully paid:
286,068,644 (2004: 286,068,644) ordinary
shares of HK$0.01 each (2004: HK$0.01) each 2,861 2,861
There was no repurchase of any shares during the year.
36. NOTE TO THE CONSOLIDATED CASH FLOW STATEMENT
Disposal of centrolling interest in Swank
2005 2004
HK$’000 HK$’000
Ner assets disposed of:
Property, plant and equipment 45,575 -
Interests in associates 31,656 -
Cash and bank balances 31,226 —
Time deposits 379 -
Accounts receivable 43,916 -
Prepayment, deposits and other receivables 5,060 -
Inventories 27,222 -
Accounts payable (20,363) -
Amounts due to associates (2,904) -
Other payables and accruals (9,914) -
Tax payable (850) -
Provision for long service payments (379) -
Amount due to a shareholder (47,716) -
Promissory note payable (102,073) -
835 -
Gain on disposal 42,244 -
Total consideration 43,079 -
Satisfied by:
Cash received 23,079 -
Other receivable (note 31) 20,000 -

43,079 -
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36. NOTE TO THE CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

An analysis of net outflow of cash and cash equivalents in respect of the disposal of controlling interest in Swank is as

follows:
2005 2004
HK$’000 HKS$'000
Cash consideration received 23,079 -
Cash and bank balance disposed (31,226) -
Time deposits disposed (379) -
Net cash outflow (8,526) -
{(a)  On 20 January 2005, Probest Holdings Inc (“Probest”) which is a wholly-owned subsidiary of the Company,

(b)

amongst the others, entered into a conditional sale and purchase agreement (as amended by the supplemental
agreement dated 13 April 2005) (“Swank Disposal Agreement”) with an independent third party, China Time
Investment Holdings Limited (“China Time”), pursuant to which Probest disposed of 1,437,396,440 issued shares of
the Swank International Manufacturing Company Limited (“Swank”), representing approximately 46% of the
existing issued shares of Swank at the consideration of approximately HK$43 million which are to be received by two

instalments as follows:

0] as to HK$23 million within six months of completion; and
(i) as to HK$20 million on the anniversary of completion.
The Swank Disposal Agreement was completed on 3 June 2005.

Upon completion of the Swank Disposal Agreement on 3 June 2005, Profitown issued and delivered a new
Promissory Note of HK$ 112,285,435 1o Probest, which is guaranteed by Swank (“Swank Guarantee”). The
obligations of Swank under the Swank Guarantee are unsecured and will cease to be effective if the Put Option, as

referred to (c) below, is exercised and the transaction contemplated under the Put Option is completed.

On completion of the Swank Disposal Agreement, Swank, Probest and the Company, and Profitown entered into a
shareholder agreement to regulate the management of Profitown (“Profitown Shareholders Agreement”). Pursuant to
principal terms of the Proftown Sharcholders Agreement, Swank will have the right to request Probest or an
independent third party procured by Probest to purchase (the “Put Option”) all (but not part of only) of its shares,
being 70% of all the existing issued shares of Profitown exercisable at any time before the expiry of 30 months from
the Completion Date of the Share Disposal Agreement at a price equal to the net tangible asset value of Profitown as
at the dare of exercise of such put option artributable to such shares and such purchaser will assume all the liabilities
due from Swank to any member of the Profitown Group incurred prior to the date of Proficown Shareholders
Agreement at nil consideration. If the net tangible asset value of Profitown as determined on the same basis and
accounting policies adopted by Profitown in its latest audited accounts shall fall below zero during the 30-month
period from the Completion Date, Probest will indemnify Profitown on demand for the deficit in the event that such
deficit exceeds the outstanding principal amount of the new Promissory Note due to Probest and the interest accrued.
The Put Option and such indemnity by Probest will cease and Probest shall have no further obligations in respect
thereto if (i) the aggregate sharcholding of China Time in the Company falls below 51%; (i) there is any change to
the majority of the board of directors of China Time since the date of and as disclosed in the Share Disposal
Agreement; and (iii) Mr. Wang An Kang ceases to be the legal and beneficial owner of at least 75% of and in China Time.
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NOTE TO THE CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

(d)  Upon completion of the Swank Disposal Agreement, the Company and its wholly-owned subsidiary, Probest,
executed a deed in favour of China Time (“Tomorrow Group Deed”), pursuant to which, Probest shall indemnify
China Time for an amount of HK$56,247,530 upon demand in case Swank ceases to be listed on the Stock
Exchange under certain circumstances as detailed in the joint announcement dated 18 April 2005 made by the

Company, Swank and China Time.

Upon completion of the above Swank Disposal Agreement and its related loan restructuring agreement, the Group realized

a net gain of approximately HK$42 million.
SHARE OPTION SCHEME

The Company operates a share option scheme (the “Tomorrow Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the success of the Group’s operations. Eligible participants of the
Tomorrow Scheme include the Company’s directors, including independent non-executive directors, other employees of the
Group, suppliers of goods or services to the Group, customers of the Group, the Company’s shareholders, and any minority
shareholder of the Company’s subsidiaries. The Tomorrow Scheme became effective on 29 May 2002 and, unless otherwise

cancelled or amended, will remain in force for 10 years from that date.

The maximum number of unexercised share options currently permitted to be granted under the Tomorrow Scheme is an
amount equivalent, upon their exercise, to 10% of the shares of the company in issue at any time. The maximum number
of shares issuable under share options to each eligible participant in the Tomorrow Scheme within any 12-month period, is
limited to 1% of the shares of the Company in issue at any time. Any further grant of share options in excess of this limit is

subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or substantial sharecholder of the company, or to any of their associates,
are subject to approval in advance by the independent non-executive directors. In addition, any share options granted to a
substantial shareholder or an independent non-executive director of the company, or to any of their associates, in excess of
0.1% of the shares of the company in issue at any time or with an aggregate value (based on the price of the company’s
shares at the date of the grant) in excess of HK$5 million, within any 12-month period, are subject to shareholders’

approval in advance in a general meeting.

The offer of a grant of share options may be accepted within 21 days from the date of the offer, upon payment of a nominal
consideration of HKS$1 in tota] by the grantee. An option may be exercised under the Tomorrow Scheme at any time during

a period not exceeding five years after the date when the option is granted and expiring on the last date of such period.

The exercise price of the share options is determinable by the directors, but may not be less than the higher of (i) the Stock
Exchange closing price of the Company’s shares on the date of the offer of the share options; (ii) the average Stock Exchange
closing price of the Company’s shares for the five trading days immediately preceding the date of the offer; and (iii) the
nominal value of an ordinary share.

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

No share options have been granted during the year and no share options outstanding as at the balance sheert date.
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38. RESERVES
(a)  Group

The amounts of the Group’s reserves and the movements therein for the current and prior year are presented in the

consolidated statement of changes in equity.

(b)  Company

Capital
Share redemption  Contributed Retained

premium reserve surplus profits Total
HK$°000 HK$000 HKS$’000 HKS$’000 HK$’000
At 1 January 2004 200,556 77 368,125 34,646 603,404
Net profit for the year - - - 1,538 1,538

At 31 December 2004 and
at 1 January 2005 200,556 77 368,125 36,184 604,942
Net profit for the year - - - 5,501 5,501
At 31 December 2005 200,556 77 368,125 41,685 610,443

At 31 December 2005, the aggregate amount of reserve available for distribution to equity holders of the Company,
calculated in accordance with the Companies Act 1981 of Bermuda (as amended), was HK$409,810,000 (2004:
HK$404,309,000). In addition, the Company’s share premium account, in the amount of HK$200,556,000 may be

distributed in the form of fully paid bonus shares.

39. CONTINGENT LIABILITIES

Company
2005 2004
HK$’000 HK$000
Guarantees of banking facilities granted to subsidiaries 15,300 28,300

The Group had no other significant contingent liabilities at the balance sheet date (2004: Nil).
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40. COMMITMENTS

(a)  Capital commitments

Group
2005 2004
HK$000 HK$’000
Property, plant and equipment
— Contracted but not provided for 6,075 -
Deferred product development costs
- Contracted but not provided for 583 -
— Authorised but not contracted for - 811
Commitments to contribute to subsidiaries
registered in the PRC 27,958 4,618
34,616 5,429

The Company had no significant commitments at the balance sheet dare (2004: Nil).

(b)  Operating lease commitments
The Group leases certain of its office properties, factory premises, warehouses and office equipment under operating
lease arrangements. Leases for office properties, factory premises and warehouses are negotiated for terms ranging

from one to fifteen years, and those office equipment for a term of three years.

Ar 31 December 2005, the Group and the Company had future minimum lease under non-cancellable operating

leases falling committed for due as follows:

Group Company

2005 2004 2005 2004
HK$’000 HK$°000 HKS$’000 HK$'000

Land and buildings:
Within one year 6,144 10,010 1,756 1,756
In the second to fifth years, inclusive 16,828 19,258 3,371 5,127
After five years 1,580 3,538 - -
24,552 32,806 5,127 6,883

Office equipment:

Within one year 89 210 - -
In the second to fifth years, inclusive - 89 - -
89 299 - —

24,641 33,105 5,127 6,883
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41.

42.

CONNECTED AND RELATED PARTY TRANSACTIONS

During the year, the Group had the following connected and related party transactions:

(a)  Aloan of HK$24,100,000 (2004: HK$16,000,000) was granted by a wholly-owned subsidiary of the Group to E-
Top PCB Limited (“E-Top”), 2 57% owned subsidiary of the Group, for its general working capital. The loan was

unsecured, bore interest at the one-month Hong Kong dollar time deposit rate and had no fixed terms of repayment.

{b)  In addition, the Group had certain banking facilities, with a total limit of HK$15 million (2004: HK$28 million),
which were used by a wholly-owned subsidiary of the Group. These banking facilities were secured by corporate
guarantees executed by E-Top and Plentiful, both of which are 57% owned subsidiaries of the Group, and certain
wholly-owned subsidiaries of the Group, and certain leasehold buildings of the Group (note 16), and certain
leasehold land of the Group (note 17).

{c)  In addition to the rransactions and balances detailed elsewhere in these financial statements, the Group had the

following material transactions with related parties during the year:

2005 2004

Note HKS$’000 HK$'000

Sales of products to associates (1) 3,746 10,224
Purchases of products from associates (i1) 6,327 14,807
Management fee income from associates (iii} 256 585

{). ' The sale to the associates were made according to the published prices, terms and conditions offered to the

major third party customers of the Group.

{ii)  The purchases from the associates were made according to the published prices, terms and conditions offered

by the associates to their major third party customers.

(iii) The management fee income was charged according to the management’s estimation on costs of office

premises and utilities used by the associates.
POST BALANCE SHEET EVENTS

On 8 March 2006, the Company announced and proposed to raise approximately HK$173.4 million, before expenses, by
issuing 357,585,805 offer shares at a price of HK$0.485 per offer share by way of the open offer, on the basis of an assured
entitlement of 5 offer shares for every 4 existing shares held on the record date and payable in full on acceprance. The
registered holders of fully-paid offer shares will be issued 5 bonus shares for every 7 fully-paid offer shares. In order to
facilitate the open offer by enabling the Company to allot and issue the bonus shares, which will only be issued to registered
holders of the fully-paid offer shares, the Board proposed the amendment of the bye-laws of the Company to allow a
distribution to shareholders on a non pro-rata basis. The Board further proposed the share consolidation, upon completion
of the open offer and the bonus issue, involving a consolidation of every 4 existing shares into one consolidated share. For
details, please refer to the announcement of the Company dated 8 March 2006. A circular, among others, in relation to the
open offer, the bonus issue and the share consolidation will be despatched to shareholders of the Company as soon as

possible.




43.

44,

NOTES TO THE FINANCIAL STATEMENT 77

31 December 2005

COMPARATIVE FIGURES

Certain comparative figures have been adjusted or re-classified as a result of the changes in accounting policies. Further

derails are disclosed in note 2 and 3.
PARENT ENTERPRISE

The directors consider Winspark Venture Limited, which is incorporated in the British Virgin Islands, to be its parent

enterprise.
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78 |SCHEDULE OF

INVESTMENT

PROPERTIES

Property Description Lot Number Type Lease Term
Hong Kong
1. Flac B on 17th Floor of The property has a gross 23/10650th shares of Residental The property is held
Tower 5 and Car Parking floor area of 184.04 sq.m. and in The Remaining for a term of 999 years
Space No. 51 on Level LG, (excluding the area for Portion of Section A from 3rd October 1887.
Dynasty Court, the car parking space). of Inland Lot Ne. 1093,
No. 23 Old Peak Road, The Remaining Portion
Mid-levels, Hong Kong. of Inland Lot No. 1093,
and Inland Lot No. 1218 and
the Extension thereto.
2. Ground Floor The property has a saleable 1/50¢h shares of and in The Residential The property is held

of Blue Pool Mansion,
No. 1 Blue Pool Road,
Hong Kong

area of about

136.66 sq.m.

Subsection 1 and the

Remaining Portion of Section F

on Inland Lot No. 1460

for a term of 999 years
from 13th day of December
1897
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7~ A— B &) - 400 - - - 400
ByhpfiaEF
"R 150 - - - — 150
REE 180 - - - - 180
25,4 120 - - - - 120
450 5,276 313 - 239 6,278
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B & (8D

& HER M (55

BREFBE_ZFZTWUFT_A=T—HZME&HINWOT :

FERER TN
HELE e e B 1 7E 4T H A 48 F & &
FHT FiET F T T T T TET
piTHE®
b — 2,600 - - 120 2,720
FEE - 1,430 — - 51 1,481
IT&H®% - 780 - — 39 819
3 A - 819 - - 35 854
EIHE (B _EENLE
~H—HET) - 1,560 - - 50 1,610
BaxEPfTHER
RHE 150 - - - - 150
SAEE 180 - - — — 180
55,38 31 - - - — 31
361 7,189 - - 295 7,845
hEEEREA
ERNAVEEHFREABE = (ZEFNE WU EE > S 2SS HEHRN L XM B TFm
(ZEENE =) FEBEZ2REFREENNBEUT ¢
A4 1
ZEEZHF —EEM A
T¥T Tt
e BERSREYAS 1,903 3,520
BA & 73 103
1,976 3,623
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SEFEETZAS T8

T o g5 B %5 (2 B ()

FEEZRESHFREZME B TIEE -

B A%
ZERIA ZEFME
Z 5T E 1,000,000 75 1 1
1,000,001 JC Z 1,500,000 JT 1 2
2 3
B

FHEFBRTVRBEAFEEATERRZ BT BEBIR A 175% (T EENE @ 17.5%) Z B EHEE - &
SMERBBEFIZBAMBABM IR GED  RRBIEY  RARMEXEARZHATHENE -

AHEMH
—_RERA TEFME
T#T T
B 29 #5018
i
— FEFEIHE 1,602 976
- UBSEEBEEEG (393) (750)
R AT M 1,380 226
2,589 452
E SE A5 TE (Fff 5E34) (1,069) -
EKEEBATH 1,520 452

RBAE FTEHLCEFERE  ALAEPHAMZAHMBE AR RZREZRAM ((BED AEY
EFGFEINARAFT (B AR s mEENESEEEREIMIEH > TRNES-AFEERAT
KT E S BT 18 H 2 509%

MEMZEAZ LABBELGCERN  RELAEEFZ S —HEER 2 "_ZEZAFHREEACH
BEBEIS% (ZEENE  15% - BE_FTFZ-EF A+ —HLEEASYZ HBAENEE - g
MEHSUZ AL B _EERESYPHEAZHABEHRRAEE 150 (ZEETNE 1 15%) -
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15.

R (&)

ﬁ%$“7 HIMB AR RBE LR ERZE 2 EEREFEZ REATE A B 5 E O R
FHEZBEIH AN URBAMECENEERF) REMB 2 @EGNT ©

A4

“RERHE TEZNE

Tt T T

BERT (R R A (3,008) 23,389

WL ER RIS EZHIE (526) 4,093

WMEFE AR R HE (393) (750)

AR TR A (8,668) (5,240)

NEIEGE 6,745 2,475

FRABRTEENE (386) (759)

HMWBEF AR EZ 28 4,748 633

BALEEEBRR RFTERIE S H 1,520 452

. EBREFAREEA
EW%%*# Y BEEZAFE T AT —HIEFEARA TR FEEG AE L E R BS5,501,000
TP 1,>38,000{%m:

BRBN

B M B A R T AR 9% A5 B B AR N B RE &5 B R AE G 38 F11 4,779,000% T (ZEE ML 4E ¢ 28,693,000 7T) K
ERE BT EE%286,0068,64408 ( ZFEFEIUE : 286,068,6445%) Z ItEF 5 &zt & -

ARZEEZTREEZE U EBEEEE _FTAR_FTNE+ A=+ R LEEZ S E#
Ha A o
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RART
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RER
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IR 3
RELE
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—ZFEE+IAS+—H
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“¥3TE “FTME SFREE CFI0F ZRFAE STT0E ZRPANE TTOF HREF STTNE SRFAE S1T0%

T#x  FEt  TExX  TEx  TEx  F¥xr  FEx  TExX  FEx TEx  FExX TEX
A
R—F—H-
RRHEH 39,100 34,900 49,619 45,671 188,242 181,048 50,151 48,235 3,335 3,667 330,447 313,52
RagEas
EHFE 175 -
b4 2 (8,440) (6,500) - - - - - - - - (8,440) (6,500)
30,660 /400 49,619 £671 188,242 181,048 50,151 48,233 3,335 3667 322,007 30702
RE - - 1,095 4,025 6,306 7836 1,251 2,095 980 - 9,632 13956
HE - - (880) (77) (736) (642) (306) (179) (800) (332) 2722 {1,230)
HEMBLAF - - - - (46,520} - {25,878) - (2,189) - (74,587) -
BERHEE 3,970 2,260 - - - - - - - - 3,970 2,260
A |
=+-A8 34,630 30,660 49,834 49619 147,292 188,242 25,218 30,151 1,326 333 258300 322,007
BitiiE
B-H-8
HEEER - - 1542 19481 105,196 86,027 27,802 19,715 2,616 150 161,036 127752
R
R 175
4 7 - - - - - - - - - - - -
- - 25422 19481 105,19 86,027 27,802 19715 2,616 2529 161,036 127732
EEERE 1,306 1,086 4,139 5,95 16,793 19,663 3,905 8,261 396 382 26,539 35,347
HE - - (880) (14) (192) (494) (263) (174) (800) (295} (2,135) o77)
BERBAF - - - - {15,269) - (11,554) - (2,189) - (29,012) -
Btz BE (1,306) (1,086) - - - - - - - - (1,306) {1,086)
i -
=+-H - - 28,681 1422 106528 105,196 19,800 27,802 3 2616 155122 161,036
e i 43 4
A
=+-H 34,630 30,660 21,153 24,197 40,764 83,046 5,328 12,349 1,303 719 103,178 160971
BA R EA
| - - 49,834 49619 147,202 188,242 2,218 50,151 1326 3335 23670 291347
%A 34,630 30,660 - - - - - - - - 34,630 30,660
34,630 30,660 49,834 49619 147,92 188242 25,218 50,151 1,326 333 258300 322,007
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16. HWH - HBEERE (8

. /|
HETEIE$ IR RHEE &t
ZEFRLYE —FEENEFE ZFFRHE —_EZTNE —ZRRHE —_FFNEF
T T T#T Ttk T T FEIT
5% N
H—H—HX
+—RBE=+—H 13 13 144 144 157 157
By g
w—H—H 10 8 120 93 130 101
A B R 3 2 17 27 20 29
Hwt+_FE=+—H 13 10 137 120 150 130
SR 1 i
wt+t—F=+—H - 3 7 24 7 27

FEBZHEAN LM EMFEAB LA ERBEEGETTRAEBFEFRAAN EERE+_A=
+— B B AT (E A AR 1 IR W RS (E 5 34,630,000 0T o R BZ S AR (H T & A 2 B A B 885,270,000
TEAZEEFME © 3,346,000 70) K600 T (ZFEENE ) BRI ABRREAHRERTREE
B Rt AL EGREE -

MG E R AEBHEEF A AERZESITE AR > Q% i R8T 0§ € 1% 424,903,000
TN EFEMILE @ 25985000 T) I A MBS -

AERETHEEFOEN  UREBTFTALEZETEMTRE R - ETERRET _F=+—H2ZY
¥ WMERZELES  DENEEZEEFES13,800,0008 T (ZEEIAE : 10,860,000 T) -
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AFEHEL R T HEREERIFREMEEEENERRRAEESTOT

ZERAF TEEZWE
Fi#x FiETT
REEBREE
HENTERE+E2ZH 7,955 8,145
REANEE
HERTERE+EZH 2,352 2,414
10,307 10,559
ZREBRNF ZEFELF
T T
B4 10,559 10,811
#iH (252) (252)
JiATTRE R 10,307 10,559

WZEERFE+_A=+—0  AEEEZTETEFES7,955000% T (ZEF WL © 8,145,0004 7T) 218

BLMEES URERFAERNZRITHE -

18. ZEDH
A

e 2 % i ZEFENE

Tt Fi#ETT

w—HA—A 93,000 -

wE 6,740 83,348
s (70,500) -
ANTEEHHREEZ (BB /R EHE (490) 9,652
wWt+ZHAZ=Z+—H 28,750 93,000

NFER7,100,0008 T2 HEADERFRERBFHEFRLA > —FEINSCEBEXMGELAFAN-F
FRAFE+_AZ+T—HULHNTSEGE -ARAEMBEEYER _FTFAE T A= +—RAZLF
EEHALBEFEET  BUCEREEGFEMIEMETHEE Ao EFIETZEETZ REHR
W2 G B TR -

BERERYUREE FLRAENES -
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20.

AlE

Fy BBIESCITEZARAR (MEIT]) B ZF % — F 58 52 & Electronics Tomorrow Manufactory Inc. 2

%%&ﬁ%?iﬁ#wﬂﬁéﬁﬁﬁﬁﬁ TZAEBMT

AEE
F# L
B
W_EENE—-A AR _ZEFEFE+_A=+—H 88,680
BEERA
N oEFNE—H—H (48,334)
pig Sy - | (13,062)
YN_EENMEF+ R =+—H 27,284
PR EMBEREELENFEIIEER (27.284)
W _EERE—A—HAER-_ZEERE+_E=+—0H —
% W r’wv % Eﬂ Z I[’ﬁ iijzi
ZERAHY ZEENE
T T
F LA - K 93,316 93,316
FE W It J& 45 ] = BB 298,444 279,862
FE AT B I s & 2 FRIE (2,772) (2,778)
388,988 370,400
AR EE (38,628) (38,628)
350,360 331,772

W BAFRZERGRITBERFRAFTHANE  BHARFEAR-ZMAREMS -




20. REEATZERE ()

DT AERMBLAZHE

ﬁ{%um; 60

SERRFETZAZT—H

308 R EEGEER A 8 ) A
MR B/ "l

48 BENY B A< T ZERHRE —ZIENAF TEEE

LEFRAT Eib WET 100% 100% Ritesmy

Allied Trade Limited HBEAHE 1% 100% 100% BEER

Allied Success Inc. HBEELHE 10,000% JC 88% 88% REHR

EHERLHE ik BT 100% 100% BHERHE

ROEEE

RESBRRARA A i 1007 T 57% 57% BENH

e T

Eastec Purchasing Limired ERELES/ ES 100% 100% EEEFEM

A% J gt

HEBHEERAT BE 2T 100% 100% EEETFEH

BB

Electronics Tomorrow HBEETHE 600F T 100% 100% BREER
International Limited

BWEETHRAA L 500,000% JC 100% 100% BERHE
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20, RS EA T ZER (B)

UTAETEWBAFZFEE (&

R g4 1 A4 ) A B
o K B A,/ "k
EA BERY BAGEE —FRHE —FEENE FEEY
Electronics Tomorrow LERLHE 350% 70 57% 57% HEE R
Manufactory Inc.
Fortune Dynamic Group EBELHE EH 100% 100% BRgnK
Corporation
Good Order International Inc. EBRETES 100E T 100% 100% REER
Issegon Company Limited H 300,000 7T 100% 100% HEER
Master Base Limired EBRETEE 1270 100% 100% LEER
Maxwood Limited ik BT 100% 100% EERE
REARLE Eik 2ET 100% 100% WERE
Plentiful Lighe Led. EBELEE/ 1003 7€ 57% 57% 53 B
R R
Probest Holdings Inc. ERELHE B 100% 100% BEER
RENEZHRA HE 64,160,000% 7T 48% 48% B AR
(MEED Q) B R
IEEFER

BYET (FI) FRAFA HE 5,000,000% T 100% 100%
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DIT A EZM B AR ZFE ()

B 3 2

g

P2 Ay

SEFEETIAET R

3.0, A BRAEER 7 2 ) KA B
R B WA/ Hak
£ BENLE BRAEH ZFFHEE —FTEOE FEEH
Electronics Tomorrow EBELHE 100 7T 100% 100% WEER
Holdings Corporation
ETL {Macao) Commercial LY 500,000 100% 100% BEEE
Offshore Limited BE 4 R
#
Team Force Corporation BEEUEE 1003 7T 100% 100% HEHER
Electronics Tomorrow EBERHS 100% 7T 100% 100% HEER
Property Holdings
Limited
Account Centre Limited o 2T 100% 100% ] 4 [ 2 &
EREET
i
Maxson Services Limited HiE 28T 100% 100% ) 4E (8 4 #|]
BRIt R
B AR
Eastec Property & 1007 7T 100% 100% REEXR
Holdings Limited i
Art Ray Investments & 1 70 100% - YEFE
Limited
Merit Style Development & 17 7T 100% - YIESE

Limited
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20, RETBEARZERS (8)

[ Electronics Tomorrow International Limited * Fortune Dynamic Group Corporation& Master Base Limited /5 B 4

NEHEESAN ANB AR ALAFHERE -

O REERBTRERRIZFHEELR  FLNARERLTLEFEORLARSHE -
A

BRAARLFRZHMBE AR -
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21, RIZBARZES

AEHE

—EEZHA TEENE

T FET

TR o AR - -
JEIL EEEE - 128,876
FE U B 28 0% A 2 3K IR 47,716 8,467
AT 119,388 -
167,104 137,343

W (E TR (10,212) (100,123)
156,892 37,220

BB E AR Z R EEHRAFAE  BHENEEAR T @A NEM -

BWHEANBRZRLEBDERMN (HERTHEREBEEERN > BREA_FZLE+__A"H &
FEWHAEENFRTETEEENRIN 1% PRI E - E— 5535 S0 M eE36b)

BB ERAR IR BREAEAFAE - BREZHETHR -



CEBEREFLZAZF—A

- REBBRAEZER (E)
LT AT B AR 2

CHAEDR  AREERGRE

S R WA/ ARk
4 RHRE BEME I A i £ R FEXRH
Profitown Investment Corporation ¥ ERELHS 1,000% 7 30% BEER
FINEBEEEFARLA BEME o+ 30,000,000% 7T 24% WELRER
REEAREERAA SHBELE i 58,550,9108 7T 15% HELEEES R
REEERGARAA BELE il 62,504,800% T 5% HERRES
FRERLH % Fi 75,000,000% 7T 27% BERER
BREBERLAF t¥ Ei 1,000,000 7¢ 15% BEER
AEIRZEREARLA ¥ B BT 30% REERFENE

T

LRI EER AT BN EFEAAFEAAREAA LAEEFEEE RO ZIAEEBHELT « &
ERL FHEMBELFHENEREHER TR -

WMATF XM REs6 BT - M EEIT R ZELFCIARERZHEELF -
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22.

23.

HEHE
7 4 14
ZREAAF ZEFENE
T#Ex F T
AR
FEA R AR 10,500 10,500
i &
FE 4 7,860 7,123
s o v 737 737
AR 8,597 7,860
J v
R 1,903 2,640

ENHESARBEZEEBHZLERE  WETABECEHNREENZ BB LT EATY X ER

BN EMEaEFHISEUEREE T LIS -

o

B E R EE A
AL
ZREREF ZEZEENE
THx FiET

J A
) - 21,875 19,376
#om 2,599 2,499
FR 24,474 21,875
Bt R A
FE 16,014 14,593
ERH 1,641 1,421
ey 17,655 16,014
W i B+ A

R 6,819 5,861
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24, WBHBUBEE

AR
ZEEHE ZEZNFE
T-# T T#T
Ll

—hFEEZ LHES (TR 15,620 -

I b8 A
~MARERTBTERERNBEITHZ EHES (M o) 11,744 -
27,364 -
LRz WE 15,620 -

@  WRINFSCHMfRE3cBTREEl - M BESEITR - AEEMHEELTRC BITRA L% - MR
EHREXRTZEGECIH AT EMBTEEE -

by FLHEBEHFZEEMNESI125%  WHR_F-FFNA_+TNEHS - RIEEAHMZSHZHE
T EBEHFTHBETHICBTRAKLAGRER MEEZROERREMBEEEZ MG
FERRERBERETEEARFFNAIRELEELESL -

W e (R D2l
25. LERE#E

AEE
CERUE BN E
T#T T
15

— Moulin & 5 (M 5 a)) 50,000 -

— H Al (B EE (b)) 2,000 3,000
AL A (FFFET (b)) 46 67
52,046 3,067

BEEE (5@ (45,000) -
7,046 3,067
W FERNHE D (1,000) (2,000)

6,046 1,067
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26.

R D

(a)

(b)

AZEZREZR - ANALEEMBAELIEFRAL A (1340 ]) B Moulin Global Eyecare Holdings
Limited ([ Moulin]) Efﬁﬁ/\:j;zﬂﬁ/\ﬂ?ﬁﬁ?ﬁ—r(%ﬂ% B &S Wm% B - SAEREET
4 = A 15 Moulin® 3K 50,000,000% 7T ([ Moulin & ) o £ & MoulinE 2 3 » T FHE#H 0 (K
B D ALRZ F & T AT

(i)  MoulinBL5L R % 7 7 EHEEH# ([MoulinfEHEE ) - FEU - SLIFEH Moulin BRI R BEZITE
X -WE-EER-HE EAAEKEERE-EFDER

(i)  Sharp Merit International Limited¥f MoulinZ & &7 th 52 B A #H >~ THER
(i) BERELLE  BRABELREBEEELELHMoulinz BEMEHFEHEIHZ ER -

W TEZRFAER A NETE - Moulinm] BLIRIR BB B ER > H £ Moulin® 7K & Moulinf& % 35 7 & 4} 78
R AT -

Al LLBRERFRERVILIER -

Rl - ARNEEENCHFEZEH A MoulnifFEBAZREZEZERRAEARRS H #Moulin
BT %% 5 2 MoulinBF BRI - B I - ;Z‘ffgﬁf%ﬁ&ﬂ:a?fh\/[oulm% W 52 Ui (B 5 18 45,000,000 TG o

EWEREMNER _EETRER_FLZNEZRAEEZ12E -

ReErkBeS0Y

He By aiEu TaRHD

A A2

ZERFHAFE _EENFE ZFRHAE _FENE

T F#E T T 5T T # 0

AT RFHERSE 65,453 107,255 2,445 3,930
HHSTER 331,322 290,469 261,617 273,043
396,775 397,724 264,062 276,973

EHRTERZHEEMNELS40%(ZFRIE - 05%) > BH AR 15H - 58 ERRREEFZH
EATH S Z LT BB -
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27.

28.

29.

CRERETZRAZA—H

ReRREEED ()

AL RITLEEEBOEUARET EIE AN P ESRITZ SBITHE 824,226,000 0 (ZE R4
6,838,000 7C) - ARMWIFIET B R iy B -

HEmEmE
A
ZREBRAE TEFNE
T Ti# T
WA (E 6,333 6,333
W E 3 (133) (333)
6,200 6,000
BiELEWESUNFE > P RHEBLAEE -
BATEBRBARZHUEEE BHEE
A4 14
ZREHE T EENE
FET Tt
Rk
—EHFHLHEE 2,465 7,491
TSR WHE 2,465 7,491
7%
A
ZREBAE TEENE
T Fi#ET
IR A 37,577 54,121
v I 17,720 10,168
4 A S 12,243 25,121
67,540 89,410

MZEZRFR_FENEL_A=Z+—H WEFRERAMETE -
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SEFRFE AT

30. JEBIER

A5 BR AR EY 0 T 2 BEYURERINT ¢

ZRBHE ZEENE

T B4l T &I [ se
ANEF = = {8 A 48,196 70 93,523 75
VO A 7518 A 106 0 2,597 2
+ @A E—F 943 1 14,532 12
A — A 19,824 29 13,533 11

69,069 100 124,185 100
T (6,177) (8,296)
mEEAE 62,892 115,889

AEEMBEFLEZ —BRERAMRANF218 E1208 o
1, WMEME - ZBEREBARBH

4 R ELE — 7H20,000,000# T ( T F WA - M) ZHER - BT UM el i EE e T RS 2 B
ek  BEEFRLHBEMFE LR HMBEREZFREESEZ A-FEMEE -

32. REMTERE

A MR RE T2 IERIRRWT

A E

ZREHAE TEFEPNE

T T T

BiRr £ =18 A 46,809 52,736
HE R ZEAEHA 12,189 34,148
TtEAE—F 6,629 5,298
i —&F 6,031 522
71,658 92,704

BREE D8 A 2 FE TR BTG B AT BR A A 05% (ZE WA & 57%) «




34.

70

RERS&EE
AEE AR
—RERLUE —ZZFENE —REFHLE ZEFHEE
T Fi#E T Fi#ET Tt T
47 949 1,243 230 240
FREEHKRE (379) {294) - (10)
FER 570 949 230 230

RIFEERRMES > FEERBEHRRTREIEERE D 2 RRE & F R BE - HE— 4 R fmn B
BmEM4p) TRERA] — &R - RERENRBRERRELSE A RFEFEBET T REREZ RIERFE
EZREMGF2EFE -

MERAAN

mBEBENE
ZREBHRE “EENE
T T Tt
Ww—H—H 3,122 1,433
B AR BRIk ~ 1,689
FFAAEEBREE (1,069) -
w+_RA=+—H 2,053 3,122

AL A EHEEE ZBRY 142,700,000 70 (ZFF M4 177,890,000 50) - A HEER L AERKEL
RIBZAFIZARRERNGH AN ELREEEASDERE—SZFMZWEB AR E4L » b &R
HERRBEDELHRIEARE -
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35.

e 37 35 i TEFEE
T T
HRE
50,000,000,0008% (. F FE U4 © 50,000,000,000)
TFER - BRo0ET (ZETIWE @ 001#T) 500,000 500,000
BEiTIERE
286,068,644 8% ( —FEZTO4E © 286,068,644)% AL -
FiooE T (ZEFNE : 0.01%T) 2,861 2,861
£ 3 4 W AT ] B4 o
SEBESBERIE
AR EET 2 R R R
ZRERAE TEEE
T T
BEHEZEEFHE:
W WEREH 45,575 -
HEENFZ R 31,656 -
W4 RERAT 8 31,226 -
E BT 379 -
FE R 30 43,916 -
EfHRIE - HekEMEWERE 5,060 -
HE 27,222 —
fE AT B 3K (20,363) -
FE 17 Bt & 4% 7] ZRIH (2,904) —
HMBEHKERES R (9,914) —
FE {+F i 1R (850) -
EHRE £ B (379) -
AT — & R R F I (47,716) -
JTE {7 5 ZE AR (102,073) -
835 -
e i % 42,244 -
RIEREE 43,079 -
T F
E iR & 23,079 -
JHC fily TR i BRCIE (B 3E 3 1) 20,000 -
43,079 -




36.

TERREE+TZAZ+—H
HEeRSsHEREE (B
MHEREXTZERERTELE2HERESSEYIFRHEESFUOT ¢
“RELY TEEFENE
T# It T
EUrBIE & E 23,079 -
EHERE KRBT (31,226) —
EHEETHAELR (379) -
HEmdiFaE (8,526) -

(a)

{c)

WTEERE—HZ+H  BLOFEEKE S 7 Probest Holdings Inc ([ Probest) ) HBIUEZH
China Time Investment Holdings Limited({ China Time] WHFPEEEE - DERGEERREB _ZFX
REWNA+ZBHAHRET) (EXTHEME]D) » I Probesth £ 8 £743,000,000% 7T i &
ERATEEERAOTTENRITNHZ 1,437,396, 440 EHTRED - (SEXTHEEEBITRAZ £946% -
3 LA T R B 4 B AT s AT

S

O REMRESMEA R F23,000,0008 5T
Giy NS AR 15 — 3 4 BF (7 20,000,000 I -
HEATHEBBNR _FERAERAZEBTEN -

BEHITHERBENR _FTERLENEZ BEEME » Profiownl® Probest® 17 36 38 1 — T8 112,285,435# 7T
ZHAERLEE  ZEBaELTHER Ej‘ﬁﬁﬁ%’{%J cENATIENTIER T EF AR
BT X (BT 2 By BT E R SR TRIET RS S BT Hg8LE -

B AT 17 HR ST AR ¢ 1B EAT - ProbescE A 2 Bl K ProfitowniE A — TH A% B 1 # LA AR B Profitown 2
B H ([ Profitown it B #} §§J ) o HRIEProfitown B Wi 2 FEARIK - 1B 474 B >R ProbestZl — &
Probestf® i 2 B 10 58 = F B H BT (IF 3 ¥4 B (&R (Eﬁﬁ’fél » {5 ProficownZ H B H 2 #4T
%%Zm%=§ﬁ@ETF%%&EW%xWHmi?w@H@W AT AT BF[E] - LAAE B A 3%

E R PEIL Z WGP AT(EE B Profiown B X BB FEZEEATE » MZE i UERERER
Proficown % 3 17 3% H 8 50 185 Y47 45 K ProfitownZE BT A M B A T Z B G & & o i A Proficowndik ¥ 1
TS EEZER T HRAZEE L GHBE I E 2 Profirown® ¥ B B (E 14 58 AL H B E 30
TABETEEZLUT » BlProbesti$ FE 3K BL A& B &5 41 5] Proficown E H BE 1 o % ()ChinaTimel B 3¢
TZARERESINLTF ; (VERGELEHEIBEUR  ChinnTimeEF G2 L2 HBE H G S
EREMEEEMLEETANE RN EEELETSE B ChinaTimem L 75%REZ EERERE
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